
By Alistair MacDonald

LONDON—Over 40 years,
the man known as “The Beast
of Bolsover” has richly
earned his reputation as Par-
liament’s No. 1 killjoy.

Impolitic and often ill-man-
nered, Dennis Skinner, a repre-
sentative of the English town
of Bolsover, has made a career
of verbally shredding col-
leagues and ridiculing Parlia-
ment’s ancient protocols. His
acid tirades—publicly brand-
ing one member of Parlia-
ment “a pompous sod” and an-
other “slimy”—have gotten
him ejected from Parliament
10 times. His relentless atten-
tion-grabbing stunts and

statements haven’t endeared
him to fellow MPs, who tend
to regard him as a loner.

Butthese days, one habit of

Westminster’s resident
grouch—his reflexive need to
vote against pay raises and ex-
tra allowances for members of

Parliament—has put this anti-
social 77-year-old outlier in
syncwith the mood of both the
public and other politicians.

For the past month, Britain
has been riveted by an explo-
sivescandalrevealinghowpol-
iticians have used taxpayer
money to claim reimburse-
mentforeverythingfrom“glit-
ter” toilet seats to payments
on mortgages that don’t exist.
Ithasbroughtnationwidecon-
demnation of politicians and
an early end to the careers of
more than a dozen.

On Thursday, the redacted
copies of more than a million
expense claims and receipts
from the past four years were
put on Parliament’s Web site
after a nearly five-year fight
between politicians and free-
dom-of-information cam-
paigners.

As a result, Britain’s lead-
Please turn to page 26

U.K. sees beauty in Parliament ‘Beast’

By Farnaz Fassihi

And Roshanak Taghavi

TEHRAN—One of Iran’s top
oversight bodies said Thurs-
day it will invite the country’s
three unsuccessful presiden-
tial challengers to a meeting to
discuss the contested week-
end elections, as hundreds of
thousands of protesters
marched mostly peacefully
through the capital’s streets.

The move by the Guardian
Council was the latest in a se-
ries of unprecedented conces-
sions to the losers in disputed
elections a week ago that, offi-
cials said, were won in a land-
slide by President Mahmoud
Ahmadinejad. Mir Hossein
Mousavi and two other presi-
dential challengers have al-
leged vote rigging, a charge
Mr. Ahmadinejad has denied.

Meanwhile, reports of ar-
rests of oppositionleaders, sup-
porters and associates of Mr.
Mousavi continued Thursday.
His campaign’s top strategist,
26-year-old Mohamad Reza
Jalaiepour, was picked up at
the airport as he was trying to
leave the country with his wife,
according to his family. Iranian
Nobel Peace Prize winner Shi-
rin Ebadi called Thursday for
Tehran to unconditionally re-
lease about 500 people whom
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Culture shock

Europeans take a dim view
of American influences
Weekend Journal, page W6
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n Iran protests could make
nation harder to deal with.....8
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EU leaders back Barroso
On their summit agenda: new pan-European financial regulation

Small change

Besides targeting parliamentarians’ spending habits, Dennis
Skinner has also attacked some of the body’s traditions.

Hundreds of European farmers gathered in Brussels on Thursday to protest low milk prices, as the summit of EU leaders began.

Too dangerous
Europe’s reluctance to
host Gitmo detainees
proves Bush right. Page 12
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Leading the News: Lawmakers press Geithner on U.S. regulatory revamp
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Shaking street

europe.WSJ.com

By John W. Miller

BRUSSELS — German
Chancellor Angela Merkel
and other European Union
leaders said they will back Por-
tuguese conservative José
Manuel Barroso for another
five-year term as president of
the European Commission, as
they began a two-day summit
in Brussels on Thursday.

The likely reappointment
of Mr. Barroso to head the
EU’s executive branch follows
a resounding victory for cen-
ter-right parties in European
Parliament elections this
month. His approval by the
legislature is widely expected.

Mr. Barroso was to set out
his planned approach for a sec-
ond term, including pledges
to strengthen the EU and fi-
nancial regulation within the
bloc, at a dinner with the na-
tional leaders of the 27 EU
countries on Thursday night.

“There is no other candi-
date, so why wait?” Swedish
Prime Minister Fredrik Rein-
feldt told reporters, echoing
the comments of fellow heads
of government as they ar-
rived in Brussels for the gath-
ering. “We need leadership
and we need clear decisions.”

According to a draft of a
joint statement to be released
Friday, the bloc’s leaders will

also endorse general plans to
set up two new pan-European
financial regulators, a move
they say could help prevent a
repeat of last year’s financial
meltdown.

The European Systemic
Risk Council would track the
financial system for stability.
A second group would set
standards for governments
to supervise banks, insurers
and other financial firms.

There remained a split
over how to run the two bod-
ies. France and Germany
want the president of the Eu-
ropean Central Bank, cur-
rently Jean-Claude Trichet of
France, to head the Systemic

Risk Council. The U.K., which
isn’t a euro-zone member, is
resistant to having the head
of the ECB lead the council.

“As far as the chairman-
ship of this body—that is for
further discussion,” said U.K.
Prime Minister Gordon
Brown. “The principles matter
more than the individuals.”

At the summit, EU leaders
were also expected to discuss
a request from Ukrainian
state gas company Naftogaz
Ukrainy to help ensure the
transit of Russian gas to West-
ern Europe this winter.

Naftogaz on Thursday of-
fered two proposals on how

Please turn to page 27

Rulers
in Iran
to meet
Mousavi

Markets

Royal Bank of Scotland said
Fred Goodwin agreed to forgo
half of a $1.1 million annual
payout that was negotiated
last year, when he was
ousted as the bank’s CEO at
a time when it was on the
brink of insolvency. Page 2

n Alcatel-Lucent and H-P
signed a deal to develop and
market communications and
computing products. Page 4

n Gazprom’s oil unit ap-
pointed a new chief execu-
tive of Sibir Energy, in which
it has become the biggest
shareholder. Page 5

n U.S. stocks rose, fueled by
a comeback for bank shares
and gains in the health-care
sector. European shares also
advanced. Pages 18, 19

n Obama is facing signs of
declining public support for
his economic policies just as
the U.S. jobs picture may
need further stimulus. Page 9

n Dubai-based Mashreqbank
is in talks to restructure debt
with two big Saudi Arabian
family-run businesses, whose
credit worries are ricocheting
across the region. Page 17

n Switzerland’s big banks
still have high risk exposure,
and the central bank said it
expects the economy to stay
in recession this year. Page 3

n A criminal probe of Banco
Santander is under way in
Geneva into allegations the
bank’s hedge-fund unit mis-
led investors in its dealings
with Bernard Madoff. Page 17

n Al Qaeda-linked militants
ambushed Algerian police es-
corting Chinese construction
workers east of Algiers, kill-
ing at least 21 officers.

n A suicide bombing in So-
malia killed at least 24 people,
including the national security
minister. Militant group al-
Shabab claimed responsibility.

n AIG tapped Morgan Stan-
ley and Deutsche Bank to
head up the initial public of-
fering of its Asian life-insur-
ance unit. Page 19

n A U.S. judge found Richard
Scrushy liable in a civil suit
alleging the ex-HealthSouth
CEO masterminded massive
fraud at the company. Page 5

n The pilot of a flight from
Brussels to Newark, N.J.,
died onboard, but the plane
landed safely with two co-pi-
lots at the controls. Page 28

n South Africa confirmed its
first case of the H1N1 virus,
in a visiting American boy.
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Commodity inflation has
pitted packaged-food pro-
ducers against consumers.
Companies that stand their
ground and pass on higher
costs will be rewarded when
ingredient prices cool.

The recession has made
it tough for the likes of Gen-
eral Mills and Kellogg to
protect margins. While
costs rose 30% over the
past two years, food compa-
nies only translated about
half of that into higher
prices, according to Bar-
clays Capital.

General Mills’ gross mar-
gin slipped 3.7 percentage
points last quarter to 36.1%.
Kellogg’s declined 0.8 per-
centage point to 41.1%. But
now the cost of ingredients
such as wheat and oats are
below year-ago levels, and
General Mills and Kellogg
plan to keep raising prices.
That sets the stage for a mar-
gin improvement. There will
be pressure to cut prices for
items with ingredients such
as coffee or cheese when
raw commodities costs fall.
But General Mills and

Kellogg mainly sell products
made from several ingredi-
ents under well-established
brands. Many consumers ac-
cepted price increases, but
they won’t necessarily ex-
pect Cheerios or Raisin Bran
to become cheaper in line
with any drop in grain costs.

General Mills planned to
raise prices 6% to 7% in its
just-ended fiscal year, and
intends a smaller price rise
this year. Those moves
should nourish higher prof-
its if soft commodities set-
tle.  —John Jannarone

Mervyn King has got Brit-
ain’s big banks worried. Not
only does the Bank of Eng-
land chief want more pow-
ers over the banking sys-
tem, but he signaled in a
speech Wednesday he might
use those powers to force
big universal banks such as
Barclays to break them-
selves up.

This isn’t the first time
Mr. King has suggested he
favors a Glass Steagall-style
separation of retail and in-
vestment banking. But while
this has intellectual appeal,
it looks highly unlikely and
doesn’t address the underly-
ing problem.

That problem is moral
hazard. The Bank of England
doesn’t like to use those
words these days, having
taken a lot of criticism for
its concerns in the early
days of the crisis. But the
build-up of moral hazard
since the collapse of Lehman
Brothers has been immense.

Europe’s universal banks
are clear beneficiaries of
that phenomenon. They
take advantage of retail de-
posits which enjoy an im-
plicit taxpayer guarantee
yet also engage in risky in-
vestment banking activities.

Universal banks proved
more resilient than other
models during the crisis
largely because retail deposi-
tors didn’t run while whole-
sale creditors fled.

But the crisis has shown
that it isn’t just retail depos-
its that enjoy implicit guar-
antees. These effectively ex-
tend to the entire capital
structure for large banks.
Central bank liquidity opera-
tions and government bail-
outs have protected bond-
holders, few of whom have

been forced to accept
losses. Governments have
even refused to wipe out eq-
uity holders in most cases.
The market perhaps under-
stood these implicit guaran-
tees existed even before the
crisis, judging by the way
spreads tightened as banks
increased leverage and piled
on risk. But now the genie
is well out of the bottle, it
will be tough to put back.

No government is likely
to unilaterally force domes-
tic banks to separate their
operations and put them at
a competitive disadvantage—
least of all the financial-ser-
vices-heavy UK. Nor would
continental European states
agree to a global prohibition
on a central feature of their
traditional banking systems.

But even if universal
banks were forced to sepa-
rate, it wouldn’t shield tax-
payers from the implicit
guarantees offered to whole-
sale creditors of the biggest
banks. The key is to enforce
higher capital ratios and to
find ways to charge for this
implicit insurance—both re-
tail and wholesale. That
isn’t going to be easy. But at
least Mr. King is forcing a
debate.
 —Simon Nixon

Food firms see mouth-watering margins

Reasons to discount oil takeover talk

Corporate News

Oil prices are rising. Risk
appetite is returning. Will
there be a surge of takeover
activity in oil exploration
and production?

Rumors that China’s Si-
nopec Group or Korean Na-
tional Oil Co. are lining up
a $7 billion bid for Addax
Petroleum have helped ig-
nite the sector. But bankers
should restrain their excite-
ment. First, the capital-mar-
kets thaw has eased pres-
sure on many independents.
Distressed selling now looks
less likely. The U.K. E&P sec-
tor has already raised

roughly $4 billion in new
debt and equity this year.

Second, there’s a mis-
match between buyers and
sellers on price. Few buyers
are convinced the oil price
is sustainable. Some owners
of E&P assets hope prices
will return to last year’s
giddy levels. In April,
French oil group Total
pulled a C$1.75-a-share offer
for Canadian oil-sands devel-
oper UTS Energy Corp. af-
ter failing to win over two-
thirds of shareholders. The
stock is trading at C$1.58.

Meanwhile, value is as

notoriously hard to deter-
mine in the upstream sector
as ever. A barrel of oil un-
derground isn’t worth the
same in Nigeria, Iraq or Ka-
zakhstan because of differ-
ent tax rates and political
risk, among other factors.

Of course, the national
oil companies have deep
pockets. But they won’t pay
any price. More likely, the
standoff will continue until
sellers lose their nerve—or
further evidence emerges
that oil prices are indeed
heading skyward again.
 —Matthew Curtin

Innovative search
Google revamps how it
develops and prioritizes
new products > Page 4

A universal problem

Jet lands safely in U.S.
after pilot dies in flight

Mervyn King wants more power
over banks.

ASSOCIATED PRESS

NEWARK, N.J.—The pilot of a
Continental Airlines Inc. flight
from Brussels to Newark died over
the Atlantic Ocean on Thursday, but
the jet landed safely with two co-pi-
lots at the controls.

Flight 61 touched down on time
just before noon at Newark Liberty
International Airport, authorities
said. The Boeing 777 was carrying
247 passengers, said Kelly Cripe, a
spokeswoman for the Houston air-
line.

Passengers weren’t told of the pi-
lot’s death in flight. During the
flight, an announcement was made
asking whether any doctors were
aboard, and several passengers ap-
proached the cockpit.

The Newark-based pilot, with
more than 20 years at the airline, is
believed to have died of natural
causes, Ms. Cripe said. Airline offi-

cials initially said the pilot was 61
years old, but later said he was 60.

Julien Struyven, a cardiologist
who was aboard the plane and who
examined the pilot, said he suspects
a heart attack killed the pilot. He
said the pilot was dead by the time
doctors aboard reached him and
there was “no chance at all” of sav-
ing him. He said he did use a defibril-
lator to try to revive him.

A relief pilot was on board dur-
ing the flight and took the place of
the deceased pilot, Ms. Cripe said.

“The flight continued safely with
two pilots at the controls,” she said
in a statement.

Martha Love, a passenger from
Greenwich, N.J., who was sitting in
the first row of the plane, said pas-
sengers weren’t told what was go-
ing on in the cockpit.

“No one knew,” she said. She said
she became concerned only after
the plane landed and she saw
firetrucks and emergency vehicles
lined up along the runway.

Simon Shapiro, a passenger from
Brooklyn, N.Y., was also unaware of
the situation.

“I didn’t hear anything or see any-
thing,” Mr. Shapiro said. “I was won-
dering why there were so many
cops.”

As a precaution, the airport’s
emergency crews were sent to meet
the plane.

In 2007, another Continental pi-
lot died at the controls after becom-
ing ill during a flight from Houston
to Puerto Vallarta, Mexico. That
plane landed safely with a co-pilot
at the controls after being diverted
to McAllen-Miller International Air-
port in southwest Texas.
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U.S. Treasury Secretary Timothy Geithner gives testimony about a regulatory
overhaul before the Senate Banking Committee in Washington Thursday.

Geithner defends revamp
Lawmakers express
concern over Fed role
in financial overhaul

Goodwin agrees to shredding of RBS pension

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

By Michael R. Crittenden

And Maya Jackson Randall

WASHINGTON—Treasury Secre-
tary Timothy Geithner faced the
questions from the U.S. Congress
Thursday, but it was the Federal Re-
serve that had lawmakers’ attention
as they expressed concern about
vesting more authority with the cen-
tral bank.

Mr. Geithner, appearing in rare
back-to-back hearings on both sides
of Congress, was repeatedly pressed
on the regulatory overhaul unveiled
Wednesday by President Barack
Obama and the Treasury Depart-
ment.

In testimony to the Senate Bank-
ing Committee, Mr. Geithner said
that gaps and weaknesses in the reg-
ulatory framework governing banks
and other financial institutions “pre-
sented challenges” to the govern-
ment’s ability to monitor and ad-
dress risky market bets. One prob-
lem, he said, is that no single regula-
tor saw its job as protecting the econ-
omy and financial system as a whole.

“Every financial crisis of the last
generation has sparked some effort
at reform. But past efforts have begun
too late, after the will to act has sub-
sided,” he said in prepared remarks.

In the first formal airing of con-
cerns with the Obama plan, lawmak-
ers focused on the linchpin of the
proposal: giving the Fed broad au-
thority to regulate systemic risk and
examine any firm that could
threaten financial stability. Mr.
Geithner said the head of the Fed-
eral Reserve Board would be held ac-

countable for systemic risks to the fi-
nancial system.

“I personally believe this repre-
sents a grossly inflated view of the
Fed’s expertise,” Sen. Richard
Shelby (R., Ala.) said during Mr.
Geithner’s appearance before the
Senate Banking Committee.

Sen. Jim Bunning (R., Ky.), a long-
time Fed critic, pointed out that the
Fed has declined to use its authority
when it was given powers by Con-
gress, most notably with writing
mortgage regulations passed by
Congress in 1994.

“It took 14 years for the Fed to
write one regulation on mortgages
that we gave them,” Mr. Bunning
said. “What makes you think the Fed
will do better this time around?”

Some lawmakers also were wary
of impinging on the central bank’s
core mission to set monetary policy.
A requirement in the Obama plan
that the Fed seek Treasury approval

to use emergency lending powers is
troubling, lawmakers said.

“I think that’s really crossing a
line and a sort of fundamental
change,” Sen. David Vitter (R., La.)
said. “All of a sudden, the Fed is act-
ing more like a department of the

government than an independent
bank.”

Committee Chairman Chris
Dodd (D., Conn.) also raised ques-
tions about the use of the Fed for
such an overarching task. But he ap-
plauded the administration for in-
cluding a new agency to protect con-
sumers in their banking transac-
tions.

Mr. Dodd said regulators must be
empowered and that gaps in over-
sight should be eliminated. Finan-
cial institutions that pose a threat to
the economy shouldn’t go un-
checked, he said, and there should
be more transparency in certain
markets.

But Mr. Dodd blamed the Fed for
“dropping the ball” on consumer
protections.

Mr. Geithner said that in creating
the consumer protection agency,
the administration was taking
power away from the Fed even as it
was adding to its authority. “That is
a substantial diminishment of au-
thority, preoccupation and distrac-
tion,” he said.

 —The Associated Press
contributed to this article.

Fiat SpA began selling its cars in
the U.S. in the early 20th century. In
the 1960s and 1970s, the Italian auto
maker substantially increased its
presence in the U.S., with heavy in-
vestments in advertising and the
production of a model targeted to
the American market. A Corporate
News article Tuesday incorrectly
said Fiat entered the U.S. market in
the late 1970s.

By Sara Schaefer Muñoz

LONDON—In February, former
Royal Bank of Scotland Group PLC
Chief Executive Fred Goodwin defi-
antly rejected calls to reduce a rich
pension package that made him the
U.K.’s most vilified banker. Now, it
appears that Sir Fred has blinked.

RBS said Thursday that Sir Fred
has agreed to forgo half of a
£700,000 ($1.1 million) annual pay-
out that was negotiated last fall,
when he was ousted as the bank’s
CEO at a time when it was on the
brink of insolvency. The pension
deal was cut amid a furious scram-
ble to save the bank with a bailout by
the U.K. government.

Unnoticed at the time was the
fact that Sir Fred, who was then 50,
was given credit for 10 additional
years of work, boosting his pension
from the £579,000 he would nor-
mally have received. But the in-
creased pension became public in

February, causing an outcry in Brit-
ain and transforming Sir Fred into a
symbol of bankers’ excess and greed
leading to the financial crisis.

The new agreement will leave
him with £342,500 a year, RBS said.
The moves reduced Sir
Fred’s pension pot of £16.6
million by £4.7 million. He
quietly took a £2.7 million
lump sum earlier this year
in exchange for reduced an-
nual payments.

“On any measure this rep-
resents a very substantial re-
duction to Fred’s pension
and is an acceptable amount
to all parties to the discus-
sion,” RBS Chairman Philip
Hampton said Thursday.
“This issue has been a serious distrac-
tion from allowing us to focus on the
real causes of the problems facing
the company.”

The pension deal had put Sir
Fred under pressure from the RBS
board, shareholders and U.K. offi-

cials reaching as high up the chain
as U.K. Prime Minister Gordon
Brown.

But Sir Fred, nicknamed Fred the
Shred for his cost-cutting prowess, re-
mained defiant, at one point writing

in a letter to U.K. Treasury
officials that he had already
made “appropriate” sacri-
fices and wouldn’t take a
pension cut.

Yet Thursday, he finally
agreed to do so. RBS says
his decision follows
months of talks with Sir
Philip, as well as an RBS in-
ternal review that found
no legal grounds to justify
reclaiming his pension.

The RBS review looked
into Sir Fred’s pension contract, con-
duct, use of company assets and ex-
penses during his eight-year tenure
as chief executive, and found no
wrongdoing, the bank said Thurs-
day.

Sir Fred hasn’t been seen pub-

licly since early this year, having es-
sentially gone into seclusion after
the deluge of criticism and an inci-
dent in which his house in Edin-
burgh was vandalized. A spokesman
Thursday declined to give any infor-
mation on his whereabouts.

The outcry over Sir Fred’s pen-
sion was especially fierce because
he is viewed by many as the archi-
tect of RBS’s near-collapse. He
pushed to expand RBS’s balance
sheet, most notably with the pur-
chase of a portion of Dutch bank
ABM Amro Holding NV at the peak
of the market in 2007. The acquisi-
tion turned out to be disastrous, con-
tributing to a shortage of RBS capi-
tal and billions of pounds in write-
downs.

The bank took £20 billion in state
funds in last fall’s bailout and is now
70%-owned by the U.K. government.

Unite, the union that represents
RBS employees, was even less
pleased.

“Goodwin will still enjoy a very
comfortable future at the expense of
the taxpayer,” Rob MacGregor, a
Unite officer, said in a statement re-
leased Thursday. “This decision to
repay some of the massive pension
pot he has taken will do nothing for
the thousands of staff who have al-
ready lost their jobs within RBS.”

CORRECTIONS &
AMPLIFICATIONS

Fred Goodwin
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By Jay Solomon

WASHINGTON — President
Barack Obama, facing a mounting po-
litical crisis in Iran, is increasingly re-
lying on the counsel of a career diplo-
mat who has been a staunch sup-
porter of tough measures to curtail
Tehran’s nuclear program.

The emergence of Middle East
specialist Dennis Ross as a presiden-
tial confidant is being scrutinized in
Washington for its potential impact
on Mr. Obama’s approach to Tehran,
as the nuclear issue and electoral cri-
sis play out.

Mr. Obama has committed him-
self to direct talks with Tehran, but
has said the U.S. should keep all op-
tions on the table to prevent a nu-
clear-armed Iran. He also has said
the Iranian regime can be expected
to be hostile to the U.S., regardless of
who is declared president.

Mr. Ross is about to move to the
White House from the State Depart-
ment, where he served as Secretary
of State Hillary Clinton’s point man
on Iran. In his writings and speeches,
he has argued for a direct U.S. out-
reach to Iran’s Supreme Leader Aya-
tollah Ali Khamenei, something
White House officials say they have
considered.

Mr. Ross has also argued for crip-
pling sanctions, and potentially mili-
tary action, if Tehran doesn’t come
to the negotiating table over the nu-
clear program, which the U.S. says is
intended to develop nuclear weap-
ons, a charge Tehran denies. Mr.
Ross didn’t respond to requests to
comment for this article.

“Ross has been the point man on
Iran, so his input is important,” said
Michael Adler, an expert on Iran’s nu-
clear program at the Woodrow Wil-
son International Center for Schol-
ars in Washington.

The varied U.S. personalities
working on Iran have left some in
Washington guessing as to who is co-
ordinating overall strategy. William
Burns, the State Department’s No. 3
diplomat, is overseeing negotiations
with the international community
on Iran’s nuclear program. Richard
Holbrooke, Mr. Obama’s point man
on Afghanistan and Pakistan, has
been engaging Iranian officials on
ways to cooperate in Central Asia.

Mr. Ross’s only high-profile mis-
sion was a May trip to the Mideast
where he sought to forge a common
approach among the Persian Gulf
states on Iran policy.

Mideast analysts said Mr. Ross has
a short time to galvanize an interna-
tional response to Iran’s nuclear pro-
gram. European and Arab diplomats
who have worked with the career dip-
lomat said they have set a target date
of the late September convening of
the United Nations General Assembly
to assess whether Iran is serious
about negotiations over its nuclear
program. Advancing negotiations,
these diplomats said, could be compli-
cated by Iran’s political turmoil.

Mr. Obama has said he should
know by year-end if Tehran is going
to engage in diplomacy. The adminis-
tration has committed to exacting ex-
tensive new sanctions against Teh-
ran if it doesn’t give ground on its nu-
clear program—though it remains
unclear if Mr. Ross and other Ameri-

can diplomats will be able to gain the
cooperation of Russia and China.

Former U.S. officials who have
worked with Mr. Ross said he could
prove to be an effective ally of Mr.
Obama’s in managing Washington’s
prickly relationship with Israeli
Prime Minister Benjamin Netan-
yahu. Mr. Ross developed close ties
to Israel’s leadership during more
than a decade of work aimed at forg-
ing an Arab-Israeli peace agreement.

An Obama administration official
said the president developed a per-
sonal relationship with Mr. Ross dur-
ing last year’s presidential campaign.
Mr. Ross helped write a number of
Mr. Obama’s key foreign policy
speeches, said campaign staff.

 —Jonathan Weisman contributed
to this article.

to do this: The EU could lend
Ukraine $4.2 billion to buy gas from
Russia to fill the vast gas-storage re-
serves in Western Ukraine, or get Eu-
ropean gas companies to buy the
Russian gas they will need upfront,
and store it in Ukraine.

EU governments are anxious to
avoid a repeat of January’s gas cri-
sis, when a pricing dispute between
Ukraine and Russia led to a two-
week halt in the flow of Russian gas
to Europe. They are concerned that
Ukraine, which has been hit hard by
the economic crisis, won’t be able to
buy the gas it needs to refill its stor-
age over the summer, making a re-
peat crisis this winter more likely.

It wasn’t clear Thursday evening
whether the EU’s cash-strapped gov-
ernments would be willing to fi-
nance Ukraine’s gas purchases.

Also on the agenda at the summit
are guarantees the Irish government

is demanding that the EU won’t im-
pinge on national rights to regulate
such issues as taxation or abortion—
guarantees Ireland says it
needs before it asks its peo-
ple to vote for a second time
this fall on a key institu-
tional treaty. Ireland voted
down the so-called Lisbon
Treaty, which gives more
powers to Brussels, in a ref-
erendum last year.

Mr. Barroso, 53 years
old, is a former student
Maoist who did graduate
work at Georgetown Univer-
sity in the 1990s and be-
came Portuguese prime
minister in 2002. He
backed the Iraq war, to the dismay
of many politicians and govern-
ments on the left in Europe. Al-
though independent analysts see
him as a moderate, many on the left
hold him up as a poster boy for the

“neoliberal” capitalism that precipi-
tated the financial crisis.

In Brussels, he heads the Euro-
pean Commission, which
consists of some 20,000
economists, lawyers and
other civil servants who
write strategy, policy and
law proposals for EU lead-
ers to vote on. The commis-
sion is sometimes criticized
as overly bureaucratic, but
it holds considerable power
in competition, trade and
business regulation.

Mr. Barroso will have a
role in picking the people to
runthese departments.Com-
petition commissioners

have imposed fines of more than$1 bil-
lion on companies such as Microsoft
Corp. and Intel Corp., and have
blocked some important mergers.
 —Marc Champion

contributed to this article.
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Fiat chief sets new tone at Chrysler
Marchionne moves
into lower-floor office,
seeks a faster pace

New U.S. jobless claims rise, slowing a turnaround

New Peugeot Citroën board to unify resources

Fiat CEO Sergio Marchionne, left, greeted Chrysler employees after taking charge of the Detroit car maker last week.

By Neal E. Boudette

Just hours after taking over as
chief executive of Chrysler Group
LLC last week, Sergio Marchionne
settled into a new office at the com-
pany’s Auburn Hills, Mich., headquar-
ters—and signaled he’s setting a dif-
ferent tone for the struggling car
maker.

Rather than take the top-floor
suite that his predecessors occupied
in the company’s executive tower,
Mr. Marchionne opted for a fourth-
floor office in its adjoining technical
center, people familiar with the mat-
ter said.

To get Chrysler back on its feet
quickly after 42 days in bankruptcy
reorganization, Mr. Marchionne felt
he should be close to the engineers
and managers making day-to-day de-
cisions, these people said.

“It shows he’s going to be very
hands-on,” said one person who
meets regularly with senior Chrysler
executives.

Mr. Marchionne, who is also CEO
of Chrysler’s alliance partner, Fiat
SpA, faces a tall task in reviving the
smallest of the Big Three auto mak-
ers.

Chrysler has emerged from Chap-
ter 11 with a lighter debt load and
lower labor costs, but its sales are
slumping and its image is tarnished.
Since April 30, its plants and those of
hundreds of its suppliers have sat
idle, and work on new models in de-
velopment has ground to a halt.

The most crucial new model is
the 2011 Jeep Grand Cherokee, which
is supposed to be launched next

April. But Mr. Marchionne will have
to get Chrysler to hit the gas to avoid
a delay.

Some key development mile-
stones for the Jeep have already
slipped, according to suppliers. The
sport-utility vehicle is supposed to
come with a new V6 engine, and by
now Chrysler had hoped to be able to
build test vehicles with the engine us-
ing production machinery. But isn’t
that far along yet, according to sup-
pliers briefed on the matter.

A big part of Mr. Marchionne’s
prescription for the company is a
rapid flattening out of its manage-
ment ranks to speed decision-mak-

ing and move top executives closer
to the business of making and selling
cars and trucks. He also appears de-
termined to instill a new sense of ur-
gency and focus at the company, and
demand close cooperation between
Chrysler and Fiat.

On June 10, when Fiat assumed
control of Chrysler, Mr. Marchionne
announced a broad reorganization
that left 23 senior managers report-
ing to him. His immediate predeces-
sor, Robert Nardelli, had only a hand-
ful of direct reports.

Near his office, Executive Confer-
ence Room E has been equipped with
23 microphones and video conferenc-

ing gear so the Chrysler team can
meet with their counterparts in Italy,
said people familiar with the matter.

The two sides hold vidoeconfer-
ences several times a week, and Mr.
Marchionne has made clear all top
managers are expected to attend.
“You’re either there or you call in,
but you do not miss these meetings,”
said one person in close contact with
Chrysler management.

Since Chrysler’s survival isn’t yet
certain, Mr. Marchionne has also
told top executives to expect to
work—in the office—most Satur-
days and Sundays for the foresee-
able future, this person added.

By Martin Gelnar

And Katherina Bart

BERN, Switzerland—The central
bank here warned that local banks
still have high risk exposure and
said it expects the economy to stay
in recession this year and at best
stagnate in 2010.

The Swiss National Bank said de-
teriorating credit quality in Switzer-
land and abroad as well as uncertain
economic prospects make for a
gloomy outlook for profitability.

The central bank said Switzer-
land’s biggest banks, UBS AG and
Credit Suisse Group, have made
some headway in reducing risky po-
sitions, but their risk exposure re-
mains high. Both banks may face fur-
ther loss provisions of up to 35 bil-
lion Swiss francs ($32 billion), the
central bank said.

“Losses in the order of roughly
2% of total assets at UBS and 3% at
Credit Suisse would currently de-
plete most of these bank’s capital
base unless simultaneous correc-
tive measures are taken,” the cen-
tral bank said in its financial stabil-
ity report.

Switzerland is in a unique posi-
tion because of the dominance of its
two banking groups, so the banks
must take steps to increase their re-
silience to shocks, the central bank
noted. Such measures include fur-
ther reductions of risky positions, a
strengthening of capital, steps to
preserve liquidity, and cutting
costs.

Once the crisis is over, the big
banks’ size and their too-big-to-fail
status will have to be addressed, the
central bank said. Possible solutions
range from an cap on the size of the
banks to new requirements regard-
ing capital and liquidity for systemi-
cally important financial institu-
tions, the central bank said. Interna-
tional rules enabling a controlled
winding down of a bank are also a
possibility, the central bank said.

The central bank also said it ex-
pects the Swiss economy to contract
2.5% to 3% in 2009, unchanged from
a previous estimate. Pointing to the
risk of deflation, the central bank
said consumer prices are expected
to decline 0.5% this year and possi-
bly post mild rises in the next two
years.

Switzerland’s economic- and
monetary-policy situation is gradu-
ally normalizing but risks remain,
central bank President Jean-Pierre
Roth said.

“We consider that the time for a
correction has not yet come, but
that an additional relaxation of mon-
etary conditions is not necessary ei-
ther,” he said.

“We think the economy may stag-
nate next year. A slight contraction
is also possible,” Mr. Roth said.

The central bank also said it re-
mains prepared to intervene in for-
eign-exchange markets to prevent a
rising Swiss franc from further dam-
aging the economy and will keep in-
terest rates near zero.

Renewing its pledge for a gener-
ous liquidity supply through uncon-
ventional means—a practice known
as “quantitative easing”—the cen-
tral bank said it will continue to buy
foreign currency to prevent an exces-
sive strengthening of the Swiss
franc if need be. The central bank
started this practice in March, re-
turning to the foreign-exchange
market as an active player after a
15-year absence.

LEADING THE NEWS

By Brian Blackstone

The number of U.S. workers fil-
ing new claims for jobless benefits
rose slightly, as expected, last week,
suggesting that while job losses
have moderated since the beginning
of the year, a rapid turnaround in la-
bor-market conditions is unlikely.

Initial claims for jobless benefits
rose 3,000 to 608,000 in the week
ended June 13, the Labor Depart-
ment said Thursday. The four-week
average of new claims, which aims

to smooth volatility in the data, fell
7,000 to 615,750, the lowest level
since mid-February.

The tally of continuing claims—
those drawn by workers for more
than one week—fell 148,000 during
the week ended June 6 to 6,687,000,
the first weekly decline since the
Jan. 3 week and largest since Nov.
24, 2001.

Separately, personal income fell
in 37 states during the first quarter,
the U.S. Commerce Department said
Thursday. Most of the states where

income rose were in the Southeast.
Personal income in the fastest-

growing state, Hawaii, was up 0.8%,
while personal income in the next-
fastest-growing state, Virginia,
gained 0.3%.

Private-sector earnings fell in all
states. In many states, one or two in-
dustries accounted for the bulk of the
decline in earnings: finance in New
York, Connecticut and Rhode Island;
durable-goods manufacturing in
Michigan and Indiana; construction
in Arizona and Nevada; mining in Wy-

oming and Oklahoma; and accommo-
dation and food services in Nevada.

Meanwhile, the May index of
leading indicators offered more
signs that the U.S. economy has
moved closer to recovery.

The leading index jumped 1.2%
last month, after April’s increase
was revised to 1.1%, the Conference
Board reported Thursday. April’s
rise was originally reported as 1.0%.
 —Kathleen Madigan

contributed to this article.

By Sebastian Moffett

PARIS—PSA Peugeot Citroën’s
new chief executive appointed a man-
agement board aimed at consolidat-
ing the company’s two major brands
as the French auto maker struggles
with overcapacity and high costs.

Philippe Varin, who took over as
CEO June 1, chose a board with four
other members, including a manager
for brands, Jean-Marc Gales, who will
oversee both Citroën and Peugeot.

In the past, each of the company’s
two brands was headed by a manager
who reported directly to the chief ex-
ecutive. Mr. Gales will head central-
ized marketing and replacement-
parts departments, and dealers will
report directly to him.

The company said the move
would develop synergies and im-
prove geographical coverage.

Like other car makers, Peugeot
Citroën is struggling with plunging
sales amid the economic downturn.
To cope, it has temporarily shut facto-
ries and put workers on reduced
shifts.

In February, it received a low-in-
terest loan of Œ3 billion, or roughly $4
billion, from the French government,
but on condition that it not close fac-
tories in France for the duration of
the aid.

Mr. Varin’s challenges include re-
ducing capacity in spite of this restric-
tion. In addition, he has to decide
whether to focus on successful
smaller, fuel-efficient cars, or con-

tinue to produce models in all size
segments. He will likely announce a
new corporate strategy around Sep-
tember, a company spokesman said.

Analysts expect some kind of ma-
jor partnership with another auto
maker. Possible partners include Ja-
pan’s Mitsubishi Motors Corp., Ita-
ly’s Fiat SpA, or BMW AG of Ger-
many, analysts said. But much de-
pends on the willingness of the Peu-
geot family to allow such an alliance:
Descendants of the founders of Peu-
geot, which was merged with Citroën
in 1976, own 30% of Peugeot Citroën’s
capital and control 5% of its voting
rights.

Early in June, Thierry Peugeot, ad-
ministrator of the family’s holding,
said that alliances could help reduce

costs. But he indicated that his family
would prefer to remain the core
shareholder.

The new management board in-
cludes Frédéric Saint-Geours, who
will oversee strategic development
as well as finance—a role he had from
1988 to 1990.

“Investors may be disappointed
by the lack of fresh talent,” said
Credit Suisse analyst David Arnold.

Mr. Varin spent most of his career
in the metals industry—first at
Pechiney SA, a French aluminum con-
glomerate, and later at Corus Group
Ltd., an Anglo-Dutch steelmaker. He
rescued the latter from near-bank-
ruptcy and later sold it to Tata Steel
Ltd. of India at a big profit.

Big Swiss banks
exposed to risk,
central bank says
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Parliament’s ‘Beast’ turns beauty

Iran council, rivals to meet

MP expenses put online
But the U.K. public
can’t see all the bills
of their politicians
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she said had been arrested in the
past week, according to Reuters.

The Guardian Council didn’t spec-
ify a time for its meeting with the can-
didates, except to say it will be held
“early next week.” “The presidential
candidates will be invited to the meet-
ing to be held early next week to ex-
press their ideas and ask any ques-
tions in the presence of the Guardian
Council’s members,” the council’s
spokesman Abbas-Ali Kadkhodaei
was quoted saying on state media.

The Guardian Council earlier this
week said it would consider recount-
ing some ballots in contested dis-
tricts. Iranian media said it was al-
ready reviewing a report on the bal-
loting and hearing testimony from
election supervisors. The three chal-
lengers have filed 646 counts of al-
leged voter violations in the election,
the council was quoted as saying.

On Thursday afternoon, opposi-
tion supporters poured into central
Tehranforwhatappearedtobethebig-
gest rally since Monday evening, when
hundreds of thousands of opposition
supporters first took to the streets en
masse to protest Friday’s vote.

One witness at Thursday’s march
estimated at least 100,000 had come
out.The marchwound some eightkilo-
meters, from Imam Khomeini Square
in central Tehran, through Revolution
Square, to Azadi Square in southwest
Tehran, according to witnesses.

State media reported that hun-
dreds of thousands of protesters,
wearing black clothes in a sign of
mourning for those killed in recent
clashes, marched peacefully.

People carried candles, white flow-
ers and black flags. They observed si-
lence, marching quietly, heads bowed
down, hands raised in the air, accord-
ing to witnesses. The joyous mood of
previous protests, where the crowd
chanted and clapped, was replaced
with solemn silence. An occasional

“Salavat,” a short Arabic prayer re-
cited in praise of the Prophet Muham-
mad, rang out.

Police and security-service pres-
ence along the route of the march
was light. Mr. Mousavi attended,
speaking briefly and urging calm and
self-restraint, Iran’s state-controlled
English language Press TV reported.

“I have never seen my people like
this,” said a 32-year-old computer
specialist who attended the rally.
“And I want to remember it,” he said
in a phone interview. A middle-age
woman carried a tray filled with
dates—traditionally passed to
guests at funerals—and offered it to
the policemen and uniformed secu-
rity forces that lined the road.

Some people handed police flow-
ers. Officers accepted politely and
exchanged greetings with the
crowd, suggesting a softening to-
ward protesters, at least by the rank-
and-file of the security forces. Anti-
riot police and plain-clothes militia
weren’t present along the route.

The day ended peacefully with
the crowds streaming to side
streets. Tens of thousands of pro-
testers quietly gathered in front of
the parliament building, according
to witnesses. Protesters held up
signs that read, “Condolences” and
“We are in grief” and handed one an-
other black and green ribbons to tie
around their arms. Shops around
the neighborhood gave special dis-
counts to protesters, who bought re-
freshments like water and sodas.

According to witnesses near the
scene, at some point someone
rammed a truck into a group of peo-
ple near Ferdowsi Square, running
over a few people. The move caused
a panic as people began running in a
near stampede. But some in the
crowd calmed the others down. Ac-
cording to a witness, the driver was
later chased down, caught, pulled
out of his car and beaten before po-
lice managed to extract him.

Continued from first page

ers are racing to embrace reforms.
Repeating language Mr. Skinner has
uttered for years, Prime Minister
Gordon Brown wants to rein in the
self-regulating “gentlemen’s club”
of Parliament. Cabinet minister Ed
Miliband called for an end to much
of the pomp and ceremonial garb
that make Parliament less of an
“open and welcoming place for peo-
ple.”

In this environment, the Beast
has been lionized. The Daily Tele-
graph—the right-of-center newspa-
perthat broke the expense scandal—
recently declared that the hard-left
Mr. Skinner gives U.K. taxpayers
more valuethan all but one otherpol-
itician. Mr. Skinner himself had the
second-lowest expense claims in all
of Parliament, and nobody has
shown up for more votes than he has.

The only member of Parliament
who claimed less in expenses than
the Labour Party’s Mr. Skinner was
Conservative MP Phillip Hollobone,
a former paratrooper who is so care-
ful with the public’s pennies that he
employs no staff and uses second-
class stamps.

In 2001, MPs voted in a near 50%
increase in living expenses for them-
selves, one of many such votes since
the 1980s, so they wouldn’t have to
vote themselves salary increases.
Mr. Skinner warned at the time that
the measure would one day back-
fire, telling colleagues it was “a bad
day for Parliament.” Lately, he has
reminded other MPs of those votes.

Mr. Skinner hails from a family of
nine children, and followed his fa-
ther into the coal mines of England’s
Derbyshire region. Mr. Skinner says
that when he left for his first day of
work amid the ornate gothic pinna-
cles of Parliament, his father joked,
“ ‘At least you won’t have to test the
roof so it’s safe, like in a mine.’ ”

Among Mr. Skinner’s targets are
the many traditions Parliament has
accrued in its 900 years. Coat hang-
ers still have pink ribbons to attach
members’ swords. The speaker of
the House of Lords sits on a large pil-
low stuffed with wool, meant to sym-
bolize Britain’s ancient wealth.

There is a snuffbox full of snuff that
MPs never touch.

Some traditions have already
been killed. At one time, MPs had to
don a top hat when calling a point of
order. Collapsible top hats were kept
for the purpose. That was discontin-
uedin1998.Some aren’tworththeef-
fortofsquashing,such astherulefor-
bidding politicians from wearing a
suit of armor in Parliament.

Mr. Skinner’s attacks on tradition
have become an institution them-
selves. Every year, he rants against a
ritual involving a member who tradi-
tionally dons tights to play the role of
the “Gentleman Usher of the Black
Rod.” When Black Rod, the monarch’s
representative in the House of Lords,
knocks on the door of Commons to in-
vite MPs to listen to the queen’s an-
nual speech to Parliament, the door is
slammed in his face to symbolize the
House of Commons’ independence
fromroyalty.When it is opened again,
Mr. Skinner pounces.

In 2001, the role was played for the
first time by Sir Michael Willcocks, a
1.7-meter-tall former three-star army
general. He was unprepared for what
Mr. Skinner had planned.

“They’ve shortchanged us! He’s
now but a midget!” Mr. Skinner
shouted as Sir Michael entered on
his second day on the job.

“Nobody had warned me,” Sir
Michael recalls. “It threw me, and I
fluffed my lines.” Sir Michael has
grudging admiration for Mr. Skin-
ner, despite the humiliation he regu-
larly suffered at Mr. Skinner’s
hands: “He’s held his staunchly re-
publican principles and he’s never
compromised, and to some extent
you have to admire him for that,
even if you think he is wrong.”

Not everybody is so forgiving.
Conservative MP Patrick Mercer
says Mr. Skinner is “capable of grave
misjudgments,” and some of his
comments are immature. Mr. Mer-
cer says he was interrupted once
when he was talking about helping
the family of a British army captain
who had been killed in Afghanistan.
Mr. Skinner denies he heckled.
Other politicians say Mr. Skinner’s
political beliefs—with an emphasis

on state-owned industry and trade-
union activism—are as out of tune
with the modern world as some of
the traditions he bemoans.

Three Saturdays ago, Mr. Skin-
ner took the call that all British poli-
ticians have come to dread: The
Daily Telegraph was phoning to ask
about his parliamentary expenses.
The paper later wrote that Mr. Skin-
ner hadn’t paid taxes on fees for tax
advice that he claimed; MPs can
claim for the advice, but not the tax
on the claim.

Mr. Skinner says he did pay and
has checked that with Internal Reve-
nue. A Revenue & Customs spokes-
woman said “we do not comment on
individuals’ taxes.”

A colleague, Labour MP Austin
Mitchell, said it was good news for
all MPs because the attempted at-
tack on Mr. Skinner, after all his
years of “Puritanism,” was a sign
that the Telegraph was “dredging
the bottom of the barrel” in its ex-
penses exposé.

It turns out that the Beast’s habit-
ual savaging of Parliament hides a
deep secret: He loves the place.

When Mr. Skinner arrived here in
1970, he immersed himself in Parlia-
ment’s history, studying its bible, Er-
skine May’s 19th century book of Par-
liamentary practice. “I stayed in the
[Commons] for many hours … listen-
ing to the little things that hap-
pened, watching people as they
raised questions,” Mr. Skinner re-
calls. “So by the time I was ready to
pounce, I knew how to do it.”

Late at night, Mr. Skinner some-
times lingers in the empty debating
chamber, home to a ceremonial gold
mace that, since the 17th century, has
served as a symbol of the monarch’s
authority in Parliament. The mace
has been brutalized at times: Former
Conservative minister Michael He-
seltine won the nickname Tarzan af-
ter swinging it round his head during
a heated debate in 1976.

Mr. Skinner, however, once
tested the weight of the mace, and
handled it with care. It helped him
gauge the place. Eventually, Mr.
Skinner says, you get to “under-
stand the chemistry” of Parliament.

Continued from first page

By Alistair MacDonald

Early Thursday morning, four
years of Parliamentary expenses—
more than a million receipts and
claims—were put online, ranging
from former Prime Minister Tony
Blair’s gas bills to his successor Gor-
don Brown’s £4,710 ($7,726) refurbish-
ment of his kitchen and living room.

But the heavily censored public
release—the result of a five-year le-
gal battle over the U.K.’s relatively
new freedom of information laws—
proved less illuminating than explo-
sive leaks of the information by the
London-based Daily Telegraph
newspaper beginning more than a
month ago. The stories, detailing
lawmaker’s claims ranging from
dog food to payments on mortgages
that no longer existed, whipped up a
scandal that has ended the parlia-
mentary careers of more than a
dozen politicians.

Politicians say that addresses,
travel plans, personal and financial
details needed to be blacked out for
security reasons. But it was these de-
tails, revealed by the Telegraph that
helped expose many of the most seri-
ous abuses of the expense system.

“The info that has been pub-
lished is a very poor substitute
which will fuel public anger, because
it looks like information has been
covered up,” said Katherine Gunder-
sen, a researcher at the group Cam-
paign for Freedom of Information.

On some receipts, almost all the
information except the expenses fig-
ure was blacked out, leaving no con-
text. Also missing were claims that
had been rejected and the correspon-
dence between Parliament’s fees of-
fice and politicians that in some
cases has proved embarrassing.

With addresses blacked out, for
example, it is impossible to see
where members of Parliament have
“flipped” the designation of their
second home, allowing them to fur-
nish different houses at the taxpay-
ers’ expense, or to spend large sums
on refurbishing second homes and
sell them soon after. Such revela-
tions were among the most damag-

ing to emerge from the newspaper
exposé.

On Wednesday, Kitty Ussher be-
came the latest casualty of the scan-
dal when she resigned from her post
as a junior Treasury minister after a
series of revelations on her ex-
penses. Her move to switch the des-
ignation of her second home for a
month—enabling her to charge tax-
payers for a tax on the sale of her
home—probably wouldn’t have
come to light in the redacted claims.
Ms. Ussher, echoing several others
who have stepped down, said she
had acted within the rules and was
resigning to avoid embarrassment
to the government.

Paul Robertson, the editor the
Evening Chronicle newspaper in
northeast England, had three report-
ers ready to sift through claims of lo-
cal ministers of Parliament at 6 a.m.
when they went online. New details,
such as the £60 spent by minister of
Parliament Hilary Armstrong on a
pillow, did surface, but overall Mr.
Robertson said he was surprised at
the lack of information.

“Compromising the data just
adds to skepticism over the conduct
of MPs,” he said.

26 FRIDAY - SUNDAY, JUNE 19 - 21, 2009 T H E WA L L ST R E ET JO U R NA L .



Alcatel CEO Ben Verwaayen, shown last month, has made cost cutting a priority.

Alcatel-Lucent teams up with H-P

Employees at their desks inside Google’s headquarters in Mountain View, Calif., shown in March 2008.

Google seeks ways to nurture big ideas
Giant speeds access to bosses in effort to transform more projects into products, keep employees from leaving

By Leila Abboud

Telecommunications-equip-
ment maker Alcatel-Lucent and
technology vendor Hewlett-Pack-
ard Co. have signed a 10-year part-
nership to develop and market com-
munications and computing prod-
ucts, as both firms look for new ar-
eas of growth.

Alcatel-Lucent will also out-
source the management of its com-
puting systems to H-P, transferring
about 1,000 workers to H-P.

The Paris-based company de-
clined to say how much it would
save with the move, but Chief Execu-
tive Ben Verwaayen has made cut-
ting costs a priority since taking
over the unprofitable telecom-gear
maker last September.

For California-based H-P, the deal
willallowittopackageitssoftwareand
services along with telecom-network

gear, without having to invest mas-
sively in a new area. H-P hasn’t tradi-
tionally sold much telecom equip-
ment, relying often on reselling prod-
ucts from competitors Avaya Inc. and
CiscoSystems Inc.

Cisco this year unveiled a server
system that competes with H-P. Last
month, H-P teamed with Microsoft
Corp. to offer software, hardware
and services that combine phone,
video and e-mail functions—an of-
fering that rivals a Cisco product.

The alliance comes at a time
when the world’s telecommunica-
tions infrastructure is changing rap-
idly to accommodate much higher
flows of video and data. In the past
telecom networks consisted mostly
of switches that transported voice
calls around the world. Today tele-
com networks are built with comput-
ers and software to accommodate
images, streaming video and music.

“Telecom and information tech-
nology are increasingly intermin-
gling and no company has all this ex-
pertise under one roof,” Mr. Ver-
waayen said. That’s why this part-
nership makes sense, he added.

Richard Windsor, global technol-
ogy specialist at Nomura Securities,
said the partnership would allow
the companies to pool their respec-
tive expertise in telecom and tech-
nology. For example, Alcatel-Lucent
and H-P could develop an Internet-
based telephone system that would
be linked into a company’s com-
puter system, allowing employees
to make calls from their PCs.

The deal “makes sense from a
strategic point of view, but I doubt it
will bring significant revenues to Al-
catel-Lucent in the next year or
two,” he said.

Alcatel-Lucent has been losing
money for the past two years, in the

wake of a difficult merger that was
supposed to give it the scale to com-
pete in the increasingly brutal tele-
com equipment market. Instead, the
French company finds itself bur-
dened with higher costs than its ri-

vals, undercut on the low end by
AsianrivalssuchasHuaweiTechnol-
ogies Co. and falling behind Telefon
AB L.M. Ericsson on the high end.
 —Justin Scheck

contributed to this article.

By Jessica E. Vascellaro

Google Inc. is revamping how it
develops and prioritizes new prod-
ucts, giving employees a pipeline to
the company’s top brass amid wor-
ries about losing its best people and
promising ideas to start-ups.

The Mountain View, Calif., com-
pany famously lets its engineers
spend one day a week on projects
that aren’t part of their jobs. But
Google has lacked a formal process
for senior executives to review
those efforts, and some ideas have
languished. Others have slipped
away when employees left the com-
pany.

“We were concerned that some
of the biggest ideas were getting
squashed,” said Google Chief Execu-
tive Eric Schmidt in an interview.

Google can no longer afford to
let promising ideas fall by the way-
side. The Internet search giant’s
once-torrid growth has slowed. At
the same time, it faces fresh compe-
tition from Microsoft Corp.’s new
search engine, Bing, and start-ups
such as Twitter Inc., which was
founded by former Google employ-
ees.

In response, Google has recently
started internal “innovation re-
views,” formal meetings where ex-
ecutives present product ideas bub-

bling up through their divisions to
Mr. Schmidt, Google founders
Larry Page and Sergey Brin, and
other top executives.

The meetings are designed to
“force management to focus” on
promising ideas at an early stage,
Mr. Schmidt said.

The efforts have been behind
several services that Google has re-
cently unveiled, including software
that allows companies to use Mi-
crosoft’s Outlook email and calen-
dar software while storing their
data with Google. Microsoft said
Wednesday the Google software in-
terferes with an Outlook search
function; Google disputed the sever-
ity of the problem, but said it is
working to improve its software.

Another project, an imaging
product that is based on facial-rec-
ognition software developed inside
Google, is expected to be released
this summer.

Google has also begun to give a
few engineers broad leeway to start
big projects of their choosing, Mr.
Schmidt said. One result of this ef-
fort: Google Wave, a collaboration
tool that the company previewed
last month.

The moves are a shift for Google.
Previously, its early-stage projects
weren’t systematically vetted by
top executives. Employees with a
new idea would lobby their bosses
for resources and time. Once ap-
proved, a project could linger or die
without getting much attention
from senior management.

Google needs new products to
jumpstart its growth. While it re-
mains a juggernaut with one-third
of all U.S. advertising dollars spent
online, its year-to-year revenue
growth has slowed from 56% in
2007 to 31% in 2008 and was just 6%
in the first quarter of this year.

What’s more, employees con-
tinue to leave Google as it evolves
into a mature company with 20,000
workers. “Most product managers
evaluate [whether to stay] every six
months,” said Chris Vander Mey, a
senior Google product manager
who worked on the Microsoft Office
integration.

While praising how Google has
supported small projects like his
own, he said he still expects to leave

the company over time to explore
other interests.

Google has taken cracks in the
past at the retention problem. In
March, it repriced millions of em-
ployee stock options whose value
had been wiped out over the past
two years. The company has also be-
gun testing a mathematical for-
mula to try to predict which employ-
ees are most likely to leave, based
on factors like employee reviews.

David Yoffie, a Harvard Business
School professor who studies tech-
nology and e-commerce compa-
nies, said prioritizing is important
for Google. While Google has
launched hordes of new experi-
ments, “in the absence of focus and
promotion” few have turned into
blockbusters, he said.

In the case of Google Wave, the
company singled out Lars Rasmus-
sen and Jens Rasmussen to test its
approach to developing ideas.

The brothers, who are based in
Australia, had been working on Goo-
gle Maps. On the side, they were
also thinking about creating a com-

munication system to replace
email.

Messrs. Schmidt, Page and Brin
were intrigued and gave the engi-
neers a long leash. “We said go do
something really interesting and
take as many resources as you
need,” Mr. Schmidt said. They gave
the Rasmussens dozens of employ-
ees, he added, substantially more
people than most early-stage
projects.

To allow the duo to stick to their
vision for the product, the top exec-
utives kept Wave secret from the
rest of the company. Wave wasn’t
opened up to broader employee
feedback until later in the develop-
ment cycle.

Lars Rasmussen said the condi-
tions freed his team from concerns
such as fighting for engineers and
removed pressure to integrate with
other Google products. “We knew
we had to do something different,”
he said.

While Google has high hopes for
Wave, which combines communica-
tions like email and messaging

through a new service that updates
in real-time, some are skeptical.
Search analyst Danny Sullivan said
he was “underwhelmed” by Wave
and sees the service as a feature
rather than a whole new way to
share information.

Other current and former Goo-
gle employees see Wave as an excep-
tion. Sean Knapp, a former Google
engineer, left the company in 2007
and started Ooyala Inc., a start-up
that distributes and manages adver-
tising around online video.

Mr. Knapp said Google man-
agers offered him the chance to
start the project within the com-
pany, but he declined. He worried
he wouldn’t feel the same pressure
to succeed. “If you’re really aggres-
sive, you want that sink-or-swim en-
vironment,” he said.

Mr. Schmidt said it is “a fact of
life” that some Google employees
will ultimately choose the risk and
reward of a start-up. But he added
the company tries to make it possi-
ble to be “part of a start-up within
Google.”
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Breaking away
A few start-ups and the former 
Googlers behind them

Ooyala Inc. (ooyala.com) 
n Founded by Sean Knapp, 
Bismarck Lepe and Belsasar Lepe
n Distributes and manages 
advertising around online videos

Aardvark (vark.com)
n Founded by Max Ventilla 
and Nathan Stoll
n Online service to ask for advice 
and recommendations from people 

FriendFeed Inc. (friendfeed.com)
n Founded by Bret Taylor, Jim Norris, 
Paul Buchheit, Sanjeev Singh
n Aggregates updates from multiple 
social-networking services
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.90 $24.13 –0.01 –0.04%
Alcoa AA 38.70 10.78 0.29 2.76%
AmExpress AXP 14.30 24.10 0.15 0.63%
BankAm BAC 311.30 12.90 0.60 4.88%
Boeing BA 2.90 48.96 0.41 0.84%
Caterpillar CAT 15.30 34.08 –0.72 –2.07%
Chevron CVX 9.70 68.43 –0.40 –0.58%
Citigroup C 210.00 3.13 0.05 1.62%
CocaCola KO 11.20 49.55 1.62 3.38%
Disney DIS 8.80 23.72 0.04 0.17%
DuPont DD 7.00 25.17 0.37 1.49%
ExxonMobil XOM 19.20 71.44 0.02 0.03%
GenElec GE 171.40 11.97 –0.18 –1.48%
GenMotor GMGMQ 0.00 1.21 0.00 0.00%
HewlettPk HPQ 17.20 37.55 0.13 0.35%
HomeDpt HD 10.90 23.35 –0.30 –1.27%
Intel INTC 54.20 15.87 –0.27 –1.67%
IBM IBM 6.00 106.33 –0.67 –0.63%
JPMorgChas JPM 49.80 34.17 1.44 4.40%
JohnsJohns JNJ 11.30 55.79 0.59 1.07%
KftFoods KFT 11.10 25.85 0.97 3.90%
McDonalds MCD 6.40 58.16 0.79 1.38%
Merck MRK 19.70 25.65 0.88 3.55%
Microsoft MSFT 55.70 23.50 –0.18 –0.76%
Pfizer PFE 65.30 14.92 0.34 2.33%
ProctGamb PG 12.20 51.17 1.16 2.32%
3M MMM 3.00 59.31 0.27 0.46%
UnitedTech UTX 5.10 54.93 0.25 0.46%
Verizon VZ 12.90 30.09 0.31 1.04%
WalMart WMT 13.40 48.68 0.12 0.25%

Dow Jones Industrial Average P/E: 12
LAST: 8555.60 s 58.42, or 0.69%

YEAR TO DATE: t 220.79, or 2.5%

OVER 52 WEEKS t 3,507.49, or 29.1%

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

Hammerson 432 –16 –32 –140 Peugeot  343 23 62 75

ArcelorMittal Fin 464 –16 –35 –89 J Sainsbury  103 27 27 13

Porsche Automobil Hldg  512 –7 8 180 Renault 445 29 71 113

Technip 142 –3 1 –8 Rhodia 922 30 63 47

Cap Gemini 121 –2 ... –9 Alcatel Lucent 836 31 62 77

Anglo Amern  223 –2 –7 –45 GKN Hldgs  406 32 71 100

Iberdrola  114 –2 5 –3 Corus Group  931 36 85 151

Endesa  118 –1 5 –4 Brit Awys  698 56 78 41

Havas 377 –1 –4 –1 Norske Skogindustrier  1152 56 101 163

RWE  55 –1 2 –5 TUI 1579 66 91 88

Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $20.9 7.21 7.97% –67.2% –76.0%

Credit Suisse Grp Switzerland Banks 53.1 48.48 5.21 –0.3 –27.2

UniCredit Italy Banks 40.2 1.83 4.58 –46.3 –64.4

UBS Switzerland Banks 39.3 14.50 3.57 –39.2 –75.2

Deutsche Bk Germany Banks 35.4 44.40 3.45 –26.6 –47.7

Rio Tinto U.K. General Mining $51.3 20.49 –4.87% –59.2 –11.4

Siemens Germany Diversified Industrials 64.6 50.64 –1.46 –32.6 –25.5

BP U.K. Integrated Oil & Gas 163.8 4.85 –1.22 –15.0 –19.8

BASF Germany Commodity Chemicals 37.2 28.98 –1.02 –37.3 –4.6

BG Grp U.K. Integrated Oil & Gas 60.1 10.27 –0.96 –17.4 51.8

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Allianz SE 41.3 65.40 2.89% –44.3% –46.1%
Germany (Full Line Insurance)
Deutsche Telekom 50.9 8.37 2.89 –17.1 –33.1
Germany (Mobile Telecoms)
AXA S.A. 39.6 13.57 2.80 –35.3 –44.2
France (Full Line Insurance)
Banco Santander 91.2 8.01 2.43 –28.5 –21.7
Spain (Banks)
Vodafone Grp 115.9 1.22 2.40 –18.2 6.2
U.K. (Mobile Telecoms)
E.ON 69.4 24.84 2.31 –42.5 –11.0
Germany (Multiutilities)
Soc. Generale 32.4 39.92 2.22 –29.5 –61.3
France (Banks)
ArcelorMittal 46.6 23.05 2.10 –64.7 ...
Luxembourg (Iron & Steel)
Sanofi-Aventis S.A. 87.9 47.90 1.89 14.2 –35.8
France (Pharmaceuticals)
BNP Paribas S.A. 68.7 47.06 1.76 –21.9 –35.2
France (Banks)
British Amer Tob 55.9 16.89 1.75 –5.3 23.9
U.K. (Tobacco)
Bayer 42.7 39.98 1.58 –23.5 19.3
Germany (Specialty Chemicals)
GDF Suez 80.7 26.39 1.52 –37.0 4.4
France (Multiutilities)
Intesa Sanpaolo 38.7 2.34 1.30 –36.6 –47.5
Italy (Banks)
Telefonica S.A. 102.0 15.53 1.24 –9.7 19.9
Spain (Fixed Line Telecoms)
Banco Bilbao Viz 43.6 8.33 1.09 –35.2 –45.7
Spain (Banks)
Nokia 57.0 10.75 1.03 –32.2 –31.7
Finland (Telecoms Equipment)
ABB 36.4 16.95 0.95 –46.2 13.5
Switzerland (Industrial Machinery)
Iberdrola S.A. 39.0 5.60 0.90 –36.7 –14.7
Spain (Conventional Electricity)
Diageo 38.6 8.56 0.88 –7.0 –6.3
U.K. (Distillers & Vintners)

Nestle S.A. 138.9 39.24 0.87% –20.2% 4.6%
Switzerland (Food Products)
Roche Hldg Part. Cert. 93.9 144.60 0.84 –17.8 –26.7
Switzerland (Pharmaceuticals)
Novartis 110.8 45.34 0.76 –14.3 –30.4
Switzerland (Pharmaceuticals)
ENI 97.1 17.37 0.75 –27.8 –21.1
Italy (Integrated Oil & Gas)
Total S.A. 129.0 38.95 0.57 –24.6 –20.2
France (Integrated Oil & Gas)
Daimler 33.8 25.10 0.52 –43.4 –34.0
Germany (Automobiles)
Koninklijke Phlps 17.7 13.05 0.46 –43.8 –45.6
Netherlands (Consumer Electronics)
Anglo Amer 34.7 15.81 0.44 –55.1 –25.9
U.K. (General Mining)
France Telecom 59.1 16.19 0.43 –9.8 –4.5
France (Fixed Line Telecoms)
L.M. Ericsson Tel B 28.6 75.30 0.40 5.3 –35.9
Sweden (Telecoms Equipment)
Unilever 41.6 17.39 0.35 –8.8 1.2
Netherlands (Food Products)
BHP Billiton 50.3 13.78 0.22 –29.3 37.8
U.K. (General Mining)
GlaxoSmithKline 104.1 11.15 0.18 0.4 –25.0
U.K. (Pharmaceuticals)
Assicurazioni Gen 29.1 14.76 0.14 –39.5 –39.7
Italy (Full Line Insurance)
Tesco 45.7 3.56 –0.08 –7.5 8.7
U.K. (Food Retailers & Wholesalers)
SAP 49.3 28.84 –0.09 –15.0 –29.6
Germany (Software)
Barclays 42.5 2.69 –0.46 –12.6 –54.2
U.K. (Banks)
HSBC Hldgs 147.2 5.24 –0.57 –25.3 –36.5
U.K. (Banks)
Royal Dutch Shell A 90.6 18.29 –0.65 –28.0 –27.3
U.K. (Integrated Oil & Gas)
Astrazeneca 63.8 26.84 –0.74 26.8 –13.8
U.K. (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group
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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 0.07% 1.33% 1.5% 4.0% -5.3%
Event Driven 1.02% 2.53% 3.6% 5.9% -25.1%
Equity Market Neutral -0.50% -0.20% -2.6% -3.9% -12.3%
Equity Long/Short 0.19% 1.71% 0.2% 0.5% -20.6%

*Estimates as of 06/17/09, 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 1.23 102.85% 0.02% 1.87 1.02 1.39

Eur. High Volatility: 11/1 2.48 105.50 0.04 3.89 2.03 2.78

Europe Crossover: 11/1 7.49 108.09 0.10 9.71 6.60 8.08

Asia ex-Japan IG: 11/1 2.00 106.65 0.04 3.84 1.58 2.57

Japan: 11/1 1.65 115.80 0.05 4.33 1.41 2.59

 Note: Data as of June 17

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.

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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By Valerie Bauerlein

Richard M. Scrushy, former
chairman and chief executive of
HealthSouth Corp., was found lia-
ble Thursday in a civil suit alleging
that he masterminded the massive
fraud that nearly sank the rehabili-
tation company.

A Birmingham, Ala., judge
awarded the plaintiffs $2.88 billion
in damages and rescinded Mr.
Scrushy’s employment contract.

The plaintiffs said that Scrushy
helped artificially inflate Health-

South’s earnings
for at least six
years through
an accounting
scam uncovered
in 2003. The ac-
tion was a deriva-
tive suit, mean-
ing any pro-
ceeds would go
to HealthSouth,
not to the share-
holder plaintiffs
directly.

Mr. Scrushy,
who was acquitted of criminal
charges related to the same ac-
counting scandal in 2005, repeat-
edly said he had no knowledge of
the fraud.

All five chief financial officers
who served under Mr. Scrushy
pleaded guilty to various charges
and testified during the civil trial
that he was well aware of the fraud.
Mr. Scrushy said they weren’t trust-
worthy, as they were admitted fel-
ons, but Jefferson County Circuit
Court Judge Allwin Horn rejected
that argument in his 47-page ruling.

Judge Horn said Mr. Scrushy
himself was a felon, as he was con-
victed in an unrelated bribery case.
Judge Horn referred to Mr. Scrushy
and the finance chiefs collectively
as the “six felons.”

Lawyers for Mr. Scrushy
couldn’t be immediately reached
but are expected to appeal.

John W. Haley, a lawyer for the
shareholders, described the ruling
as a warning to those who engage
in corporate fraud. “This is much
more than a shot across the bow,”
Mr. Haley said. “It is a full broad-
side and a tremendous victory for
the shareholders of HealthSouth.”
The plaintiffs were represented by
Hare, Wynn, Newell & Newton, LLP.

HealthSouth said it is “pleased
to see that justice has been served
through this judgment and that an-
other chapter of our past has been
put behind us.” The company said it
would net about 40% of any amount
recovered as a third of the amount
would go to lawyers on contin-
gency and a quarter would go to fed-
eral securities plaintiffs in a sepa-
rate action.

Though the judgment is large, it
is unclear how much money Mr.
Scrushy has left. At one time, Mr.
Scrushy’s fortune was estimated at
more than $200 million, but he has
spent tens of millions of dollars de-
fending various legal actions and
has had limited income, having
spent the past two years in prison
on the bribery case.

The cancellation of Mr. Scrushy’s
employment contract is a huge issue
since it would nullify Mr. Scrushy’s
retirement plan and have implica-
tions for Mr. Scrushy’s ability to pay
other legal bills. Mr. Scrushy had ar-
gued that HealthSouth should pay
for defending certain cases related
to his work as CEO.

United Airlines projects traffic will drop 10.5%

Eddie Bauer plots its next ascent
With Chapter 11 file,
clothing retailer plans
return to sport roots

By Jacob Gronholt-Pedersen

MOSCOW—OAO Gazprom Neft,
the oil unit of Russian gas giant OAO
Gazprom, Thursday appointed Igor
Tsibelman as the chief executive of
Sibir Energy PLC in a sign the state-
controlled firm is tightening its grip
on the London-listed company.

Mr. Tsibelman, head of interna-
tional legal affairs at Gazprom Neft,
will succeed Sibir Energy’s acting
CEO Stuard Detmer, effective imme-
diately, Sibir said in a statement.

Sibir Energy, which last summer
was the biggest company on Lon-
don’s AIM exchange, has been dogged
by corporate-governance issues
since it agreed to buy distressed real-
estate assets from its main owner,
Chalva Tchigirinski, in October.

Gazprom Neft, which has been
buying shares in Sibir Energy since
April and said last month that it

made an offer for the whole com-
pany, said Thursday that it had be-
come Sibir’s biggest stakeholder, ac-
cumulating 34.07% of shares.

“This is the best possible out-
come both for shareholders and for
the company,” said Mr. Detmer, who
will remain on Sibir’s board as a non-
executive director. “Now we have a
shareholder that is actually an oil
company. They have the political
clout, and they have big plans to
grow the company,” he said. Mr. Det-
mer declined to comment on Gaz-
prom Neft’s plans for Sibir.

Mr. Detmer described Gazprom
Neft’s offer of £5 ($8.20) a share to
minority shareholders as “a very
good deal” and said he expects a
smooth management transition.

Analysts believe Gazprom
Neft’s ultimate goal is to eventually
consolidate Sibir Energy, but they
said much depends on what will

happen to the remaining shares.
Mr. Tchigirinski and his business

partner Igor Kesaev each hold 23.5%
stakes in Sibir, while the Moscow city
government holds 18%. Mr. Tchigirin-
ski’s shares currently are held as loan
collateral by state lender OAO Sber-
bank, while the Moscow government
has said it won’t sell its shares.

Mr. Detmer had served as Sibir’s
acting CEO since February, when he
succeeded Henry Cameron, who
was suspended pending the out-
come of an internal investigation
into the real-estate deals with Mr.
Tchigirinski.

Neither Mr. Tchigirinski nor Mr.
Cameron could immediately be
reached for comment Thursday.

Trading in Sibir’s shares was
halted in February at 175 pence each,
pending investigations into errone-
ous statements to shareholders about
its dealings with Mr. Tchigirinski. A

year ago, Sibir Energy’s shares traded
at 814 pence each, making it the most
valuable company on London’s AIM.

Sibir Energy operates the Salym
oil fields in Western Siberia on a
50:50 basis with Royal Dutch Shell
PLC. It also has a stake in the Moscow
oil refinery, in which Gazprom Neft
also is a shareholder, and owns retail
gas stations in the Moscow area.

Separately, Gazprom Neft said
Thursday that its first-quarter net
profit fell 76%, hurt by lower oil
prices. The company reported net
profit of $335 million for the Janu-
ary-to-March period, down from
1.41 billion in the year-earlier pe-
riod. The results were an improve-
ment from the previous quarter. The
company returned to profit after a
net loss of $543 million in the quar-
ter ended Dec. 31.
 —Alexander Kolyandr in London

contributed to this article.

Gazprom Neft names CEO of Sibir Energy

By Peter Lattman

And Elizabeth Holmes

Eddie Bauer Holdings Inc., the
nearly 90-year-old outdoor retailer
with a rich history, filed for Chapter
11 bankruptcy protection, overcome
by a heavy debt load.

The Bellevue, Wash., company
said private-equity firm CCMP Capi-
tal Advisors LLC agreed to offer $202
million in cash for its assets. It asked
a U.S. bankruptcy court to conduct an
auction of the firm and its assets.

Eddie Bauer, which had about $1
billion in revenue last year, said a
sale of its assets could be completed
by mid-August. While CCMP has
agreed to bid on the assets, another
buyer could still top the CCMP offer.

The company’s debt holders
could also show up at the bankruptcy
auction and bid for the assets. The
group, which includes Monarch Al-
ternative Capital LP and Anchorage
Advisors LLC, could object to the
bankruptcy sales process in the
hopes of obtaining a better recovery.

The latest filing signals a fresh
start for an iconic brand that has
been buffeted by business fads, start-
ing with the conglomerate model in
the 1970s and rapid-fire acquisitions
in the 1990s.

But it never lost its strong affilia-
tion with the outdoors despite a suc-
cession of owners and a detour to ca-
sual apparel. Founded by outfitter
Eddie Bauer in 1920, the chain was a
retail pioneer of sporting goods, out-
door apparel and gear that predated
Recreation Equipment Inc., Lands’
End, and others.

It was among the first to use
quilted goose-down to insulate a gar-
ment. During World War II, it was
commissioned by the U.S. military to
supply more than 50,000 flight par-
kas and some 250,000 down sleep-
ing bags, many with the Eddie Bauer
label. The label helped increase its
name recognition after the war.

During the height of America’s be-
lief in conglomerates, Eddie Bauer
was snapped up by General Mills
Inc., then diversifying into retailing.

As the fad dissipated, the retailer
was sold in 1988 to cataloguer Spie-
gel Inc., which moved the brand away
from its outdoor roots and into mall
stores. It also licensed the name to
Ford Motor Co., which in 1990 began
selling Eddie Bauer Edition versions
of its Explorer sport-utility vehicle.

Spiegel began to falter after it in-
curred heavy debt in an acquisition
spree. Its troubles in 2003 led it to
close 60 Eddie Bauer stores, and sell
its Redmond, Wash., campus.

It also drove Eddie Bauer away
from its founder’s rugged outdoor vi-
sion, moving it into a failed effort to
extend the brand into women’s and
children’s casual clothing.

Along the way, the corporate

hand-offs sapped Eddie Bauer of
outlets and much of its connection
to the outdoors. The retailer had
more than 500 stores in 2002. This
year, it had just 371 stores in the
U.S. and Canada.

Spiegel’s 2003 bankruptcy in-
cluded Eddie Bauer. When the com-
pany emerged from bankruptcy two
years later, it was saddled with $300

million in debt. On Wednesday, the
company said it owed $324 million
to lenders. By 2005, the chain had
evolved into a predominantly wom-
en’s clothing brand that struggled to
compete in crowded space that in-
cluded such chains as Talbots Inc.
and Chico’s FAS Inc.

“Eddie Bauer is a good company
with a great brand and a bad balance
sheet,” said Chief Executive Neil
Fiske in a statement Wednesday.
“We know we can do it if given a fair
chance and a better balance sheet.”

New York-based CCMP started
looking at Eddie Bauer five years
ago when it was still part of Spiegel
but was turned off by its heavy debt
and its women’s apparel strategy.

CCMP has about $9.5 billion un-
der management, and was spun out
from J.P. Morgan Chase & Co. The
private equity firm has a number of
holdings in the retail sector, includ-
ing Quiznos Sub and theater chain
AMC Entertainment.

Hilco Trading Co. and Gordon
Brothers Group LLC previously have
expressed an interest in the busi-
ness. Their plans would likely in-
volve liquidating the retail stores
and building the Eddie Bauer brand’s
online and licensing businesses.

CCMP executives say they support
Eddie Bauer’s current direction of re-
turning to its roots. If CCMP success-
fully buys the company, Jonathan
Lynch, a CCMP managing director,
saidthe new owner will continue oper-
atingthe majority of the stores and re-
tain the majority of its employees.

CORPORATE NEWS

Richard M.
Scrushy

Into the wild
Eddie Bauer’s history reflects 
management fads.

1920 Eddie Bauer opens the 
first store.

1940s Supplies goose-down 
flight suits to U.S. pilots in WWII.

1971 General Mills, pursuing 
business portfolio theory, buys 
retailer for $10 million in stock.

1988 Spiegel buys, shifts focus 
to casual wear.

2003 Spiegel files for Chapter 
11 bankruptcy.  

2005 Eddie Bauer emerges 
from first bankruptcy.

2007 New management team 
plans to return company to 
outdoor roots.

2009 Eddie Bauer files for  
Chapter 11 citing heavy debt.

Judge finds
Scrushy liable
in civil lawsuit

By Susan Carey

CHICAGO—United Airlines par-
ent UAL Corp., echoing gloomy guid-
ance issued recently by other large
carriers, said Wednesday that its
second-quarter traffic is expected
to fall as much as 10.5% from a year
earlier on a 9% reduction in avail-
able seats.

The No. 3 U.S. airline by traffic
also disclosed in a Securities and Ex-
change Commission filing that it ex-
pects its passenger unit revenue—
the amount taken in for each seat
flown a mile—to decline about 18%
to 19% in the current quarter from a
year ago.

Chicago-based UAL offered bet-

ter news on the expense front, say-
ing its unit cost excluding fuel will
rise 1% to 1.5% year over year. That is
an improvement from the guidance
the company provided in April. In-
cluding fuel, which has declined in
price, the airline said its unit cost
should be down nearly 20% in the
current quarter.

Debt ratings of UAL and United
were marked down deeper into spec-
ulative territory last week by Fitch
Ratings, which said extreme pres-
sure on revenue will continue to off-
set lower fuel prices this year. Fitch
said the airline’s operating results
and cash generation will remain
weak for the rest of the year, partly
because of United’s heavy exposure

to business traffic, which has fallen
in the recession.

The International Air Transport
Association, a global trade group,
said recently that the number of pas-
sengers traveling on economy tick-
ets was up 0.3% in April, following a
6.9% decline in the first quarter. But
the number of passengers traveling
in business or first class fell 22% in
April, compared with a 19% decline
in the first quarter.

UAL said Wednesday that it ex-
pects to be in full compliance with
its credit-facility covenants in the
current quarter. Fitch lowered its
rating on that $1.3 billion term loan
to B plus from BB minus. The carrier
and its lenders suspended those

quarterly tests last year during the
fuel crisis.

The covenants will resume for
the current quarter and will become
more demanding for the six months
ending in September and the nine
months ending in December. United
didn’t offer guidance about its expec-
tations for meeting the covenants
later this year.

The company said it expects to
end the second quarter with an unre-
stricted cash balance of $2.5 billion.
Fitch said it believes United could re-
port negative free cash flow for the
final three quarters. UAL, which had
no comment on the Fitch report, has
been raising money in recent quar-
ters to increase its cash cushion.
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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.

2.73% 12 World -a % % 183.58 0.50%–33.5% 4.88% 11 U.S. Select Dividend -b % % 513.30 0.83%–27.7%

2.17% 14 Global Dow 1087.50 –1.00% –30.7% 1611.96 –0.34% –37.6% 4.77% 15 Infrastructure 1205.40 –0.38% –25.7% 1603.92 0.29% –33.0%

3.37% 26 Stoxx 600 205.60 0.49% –31.5% 214.42 1.20% –38.3% 1.91% 6 Luxury 669.50 –1.37% –26.7% 792.21 –0.71% –33.9%

3.53% 17 Stoxx Large 200 221.20 0.59% –31.3% 229.39 1.29% –38.1% 5.86% 4 BRIC 50 344.50 –1.83% –26.8% 458.40 –1.18% –34.0%

2.54% -17 Stoxx Mid 200 186.80 0.22% –32.4% 193.66 0.92% –39.1% 4.20% 13 Africa 50 730.10 0.02% –27.7% 646.73 0.68% –34.8%

2.74% -28 Stoxx Small 200 116.70 –0.38% –31.3% 120.92 0.31% –38.1% 3.69% 7 GCC % % 1433.07 –1.16% –51.5%

3.35% 19 Euro Stoxx 222.50 0.87% –33.7% 232.02 1.58% –40.3% 3.40% 11 Sustainability 685.40 0.03% –27.6% 807.94 0.73% –34.7%

3.51% 14 Euro Stoxx Large 200 237.40 0.98% –33.6% 245.95 1.69% –40.1% 2.68% 11 Islamic Market -a % % 1607.06 0.40% –31.2%

2.58% -12 Euro Stoxx Mid 200 207.70 0.64% –34.9% 215.14 1.35% –41.3% 3.04% 11 Islamic Market 100 1478.30 –0.18% –19.3% 1766.30 0.52% –27.3%

2.82% 16 Euro Stoxx Small 200 126.70 –0.34% –33.0% 131.15 0.35% –39.6% 3.04% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1150.80 –0.02% –39.3% 1374.95 0.68% –45.2% 2.26% 12 DJ U.S. TSM % % 9376.86 0.55% –31.8%

5.19% 9 Euro Stoxx Select Div 30 1317.50 0.17% –46.0% 1580.26 0.87% –51.3% % DJ-UBS Commodity 124.40 –0.93% –38.6% 126.16 –0.24% –44.6%

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

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

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

Australia 1.2473 2.0391 1.1531 0.1582 0.0401 0.1953 0.0130 0.3160 1.7413 0.2340 1.1065 ...

 Canada 1.1273 1.8429 1.0422 0.1430 0.0362 0.1765 0.0117 0.2856 1.5737 0.2115 ... 0.9038

 Denmark 5.3308 8.7151 4.9284 0.6763 0.1712 0.8348 0.0554 1.3506 7.4421 ... 4.7290 4.2740

 Euro 0.7163 1.1711 0.6622 0.0909 0.0230 0.1122 0.0074 0.1815 ... 0.1344 0.6354 0.5743

 Israel 3.9470 6.4528 3.6491 0.5008 0.1268 0.6181 0.0410 ... 5.5102 0.7404 3.5014 3.1645

 Japan 96.2900 157.4197 89.0214 12.2163 3.0923 15.0795 ... 24.3957 134.4257 18.0630 85.4203 77.2005

 Norway 6.3855 10.4393 5.9035 0.8101 0.2051 ... 0.0663 1.6178 8.9145 1.1979 5.6647 5.1196

 Russia 31.1390 50.9076 28.7884 3.9506 ... 4.8765 0.3234 7.8893 43.4716 5.8413 27.6239 24.9657

 Sweden 7.8821 12.8861 7.2871 ... 0.2531 1.2344 0.0819 1.9970 11.0038 1.4786 6.9923 6.3195

 Switzerland 1.0817 1.7683 ... 0.1372 0.0347 0.1694 0.0112 0.2740 1.5100 0.2029 0.9595 0.8672

 U.K. 0.6117 ... 0.5655 0.0776 0.0196 0.0958 0.0064 0.1550 0.8539 0.1147 0.5426 0.4904

 U.S. ... 1.6349 0.9245 0.1269 0.0321 0.1566 0.0104 0.2534 1.3961 0.1876 0.8871 0.8018

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.
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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 423.75 –5.00 –1.17% 707.00 302.00
Soybeans (cents/bu.) CBOT 1043.50 –6.50 –0.62 1,557.50 670.00
Wheat (cents/bu.) CBOT 589.25 –5.50 –0.92 1,072.00 26.50
Live cattle (cents/lb.) CME 81.700 0.325 0.40% 117.500 78.075
Cocoa ($/ton) ICE-US 2,556 17 0.67 3,237 1,950
Coffee (cents/lb.) ICE-US 122.85 2.00 1.65 183.30 109.00
Sugar (cents/lb.) ICE-US 15.84 –0.11 –0.69 16.91 11.05
Cotton (cents/lb.) ICE-US 59.14 1.54 2.67 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,299.00 –76 –3.20 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,619 2 0.12 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,437 –4 –0.28 2,314 1,424

Copper (cents/lb.) COMEX 228.20 1.25 0.55 375.35 129.55
Gold ($/troy oz.) COMEX 934.60 –1.40 –0.15 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1424.00 –4.00 –0.28 2,170.00 690.00
Aluminum ($/ton) LME 1,621.00 31.00 1.95 3,340.00 1,288.00
Tin ($/ton) LME 14,900.00 –25.00 –0.17 23,700.00 9,750.00
Copper ($/ton) LME 4,921.00 –3.00 –0.06 8,811.00 2,815.00
Lead ($/ton) LME 1,659.50 31.50 1.93 2,225.00 870.00
Zinc ($/ton) LME 1,549.00 2.00 0.13 2,034.50 1,065.00
Nickel ($/ton) LME 14,870 120 0.81 22,600 9,000

Crude oil ($/bbl.) NYMEX 71.91 0.21 0.29 139.50 43.42
Heating oil ($/gal.) NYMEX 1.8745 –0.0220 –1.16 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 2.0078 –0.0017 –0.08 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 4.278 –0.146 –3.30 12.038 3.520
Brent crude ($/bbl.) ICE-EU 71.06 0.21 0.30 129.00 43.41
Gas oil ($/ton) ICE-EU 585.00 6.00 1.04 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on June 18
Per In

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

Argentina peso-a 5.2579 0.1902 3.7663 0.2655

Brazil real 2.7403 0.3649 1.9629 0.5095

Canada dollar 1.5737 0.6354 1.1273 0.8871
1-mo. forward 1.5734 0.6356 1.1271 0.8873

3-mos. forward 1.5729 0.6358 1.1267 0.8876
6-mos. forward 1.5720 0.6361 1.1261 0.8880

Chile peso 753.03 0.001328 539.40 0.001854
Colombia peso 2880.68 0.0003471 2063.45 0.0004846

Ecuador US dollar-f 1.3961 0.7163 1 1
Mexico peso-a 18.7001 0.0535 13.3950 0.0747

Peru sol 4.1777 0.2394 2.9925 0.3342
Uruguay peso-e 32.346 0.0309 23.170 0.0432

U.S. dollar 1.3961 0.7163 1 1
Venezuela bolivar 3.00 0.333585 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7413 0.5743 1.2473 0.8018
China yuan 9.5416 0.1048 6.8347 0.1463

Hong Kong dollar 10.8197 0.0924 7.7502 0.1290
India rupee 67.0453 0.0149 48.0250 0.0208

Indonesia rupiah 14351 0.0000697 10280 0.0000973
Japan yen 134.43 0.007439 96.29 0.010385

1-mo. forward 134.38 0.007442 96.26 0.010389
3-mos. forward 134.27 0.007447 96.18 0.010397

6-mos. forward 134.08 0.007458 96.04 0.010412
Malaysia ringgit-c 4.9427 0.2023 3.5405 0.2824

New Zealand dollar 2.1735 0.4601 1.5569 0.6423
Pakistan rupee 113.289 0.0088 81.150 0.0123

Philippines peso 67.611 0.0148 48.430 0.0206
Singapore dollar 2.0317 0.4922 1.4553 0.6871

South Korea won 1769.49 0.0005651 1267.50 0.0007890
Taiwan dollar 45.930 0.02177 32.900 0.03040
Thailand baht 47.661 0.02098 34.140 0.02929

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

Euro zone euro 1 1 0.7163 1.3961

1-mo. forward 1.0002 0.9998 0.7164 1.3958

3-mos. forward 1.0006 0.9994 0.7168 1.3952

6-mos. forward 1.0008 0.9992 0.7169 1.3950

Czech Rep. koruna-b 26.450 0.0378 18.947 0.0528

Denmark krone 7.4421 0.1344 5.3308 0.1876

Hungary forint 280.73 0.003562 201.09 0.004973

Norway krone 8.9145 0.1122 6.3855 0.1566

Poland zloty 4.5344 0.2205 3.2480 0.3079

Russia ruble-d 43.472 0.02300 31.139 0.03211

Sweden krona 11.0038 0.0909 7.8821 0.1269

Switzerland franc 1.5100 0.6622 1.0817 0.9245

1-mo. forward 1.5095 0.6625 1.0813 0.9248

3-mos. forward 1.5084 0.6629 1.0805 0.9255

6-mos. forward 1.5057 0.6641 1.0786 0.9272

Turkey lira 2.1676 0.4613 1.5527 0.6440

U.K. pound 0.8539 1.1711 0.6117 1.6349

1-mo. forward 0.8540 1.1710 0.6117 1.6348

3-mos. forward 0.8541 1.1708 0.6118 1.6346

6-mos. forward 0.8542 1.1707 0.6119 1.6343

MIDDLE EAST/AFRICA
Bahrain dinar 0.5263 1.9000 0.3770 2.6525

Egypt pound-a 7.8193 0.1279 5.6010 0.1785

Israel shekel 5.5102 0.1815 3.9470 0.2534

Jordan dinar 0.9891 1.0110 0.7085 1.4114

Kuwait dinar 0.4069 2.4573 0.2915 3.4305

Lebanon pound 2104.55 0.0004752 1507.50 0.0006634

Saudi Arabia riyal 5.2359 0.1910 3.7505 0.2666

South Africa rand 11.3743 0.0879 8.1475 0.1227

United Arab dirham 5.1235 0.1952 3.6700 0.2725

SDR -f 0.9055 1.1044 0.6486 1.5418

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 600 205.64 1.01 0.49% 4.4% –31.5%

 14 DJ Stoxx 50 2111.69 13.88 0.66 2.2% –29.1%

 19 Euro Zone DJ Euro Stoxx 222.51 1.92 0.87 –0.1% –33.7%

 16 DJ Euro Stoxx 50 2414.44 30.73 1.29 –1.5% –30.8%

 8 Austria ATX 2027.85 7.12 0.35 15.8% –51.2%

 12 Belgium Bel-20 1980.83 16.19 0.82 3.8% –42.4%

 9 Czech Republic PX 922.2 unch. unch. 7.5% –42.8%

 15 Denmark OMX Copenhagen 271.45 2.07 0.77 20.0% –34.3%

 11 Finland OMX Helsinki 5614.24 22.43 0.40 3.9% –36.3%

 11 France CAC-40 3194.06 32.92 1.04 –0.7% –30.4%

 19 Germany DAX 4837.48 37.50 0.78 0.6% –28.0%

 … Hungary BUX 15369.96 94.79 0.62 25.6% –27.4%

 8 Ireland ISEQ 2772.36 –12.20 –0.44% 18.3% –49.5%

 9 Italy FTSE MIB 19233.79 210.74 1.11 –1.2% –36.7%

 9 Netherlands AEX 253.52 2.29 0.91 3.1% –43.2%

 8 Norway All-Shares 340.59 3.45 1.02 26.1% –39.8%

 17 Poland WIG 31081.20 –44.68 –0.14 14.1% –28.2%

 13 Portugal PSI 20 6941.98 31.98 0.46 9.5% –29.5%

 … Russia RTSI 997.68 –40.73 –3.92% 57.9% –58.4%

 8 Spain IBEX 35 9384.0 100.8 1.09% 2.0% –25.4%

 15 Sweden OMX Stockholm 241.51 0.78 0.32 18.3% –19.9%

 11 Switzerland SMI 5376.84 74.55 1.41 –2.8% –24.9%

 … Turkey ISE National 100 35715.56 1120.17 3.24 32.9% –6.0%

 10 U.K. FTSE 100 4280.86 2.40 0.06 –3.5% –25.0%

 19 ASIA-PACIFIC DJ Asia-Pacific 103.46 –1.38 –1.32 10.5% –29.0%

 … Australia SPX/ASX 200 3892.1 –12.0 –0.31 4.6% –27.5%

 … China CBN 600 24533.60 329.81 1.36 66.2% 11.9%

 15 Hong Kong Hang Seng 17776.66 –307.94 –1.70 23.6% –22.0%

 17 India Sensex 14265.53 –257.31 –1.77 47.9% –5.5%

 … Japan Nikkei Stock Average 9703.72 –137.13 –1.39 9.5% –31.3%

 … Singapore Straits Times 2237.20 –34.25 –1.51 27.0% –25.2%

 11 South Korea Kospi 1375.76 –15.41 –1.11 22.3% –21.0%

 14 AMERICAS DJ Americas 239.99 2.29 0.96 6.1% –32.3%

 … Brazil Bovespa 50869.85 –175.99 –0.34 35.5% –23.9%

 16 Mexico IPC 24393.49 242.55 1.00 9.0% –17.4%

*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 18, 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* 241.84 –0.94% 6.2% –37.6%

3.10% 15 World (Developed Markets) 952.44 –0.79% 3.5% –37.6%

2.80% 16 World ex-EMU 112.34 –0.54% 4.4% –35.8%

2.90% 16 World ex-UK 950.34 –0.65% 2.9% –37.1%

3.80% 13 EAFE 1,289.03 –1.19% 4.2% –39.9%

3.00% 13 Emerging Markets (EM) 749.02 –2.04% 32.1% –38.1%

4.30% 11 EUROPE 71.39 –1.95% 2.8% –36.6%

4.50% 11 EMU 140.21 –2.18% –1.3% –46.2%

4.10% 12 Europe ex-UK 77.37 –2.01% –0.3% –37.5%

5.10% 10 Europe Value 79.79 –2.05% 2.9% –38.6%

3.60% 12 Europe Growth 62.09 –1.85% 2.7% –34.6%

3.50% 12 Europe Small Cap 124.15 –3.17% 23.0% –36.3%

2.70% 7 EM Europe 209.68 –4.56% 32.0% –53.3%

4.90% 8 UK 1,272.32 –1.10% –3.2% –29.1%

3.10% 11 Nordic Countries 110.74 –3.20% 12.9% –41.2%

1.80% 6 Russia 576.72 –5.92% 39.9% –63.2%

3.90% 10 South Africa 598.14 –2.25% 3.3% –22.6%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 316.31 –1.51% 27.9% –34.2%

1.80% 28 Japan 569.97 0.81% 7.5% –36.1%

2.50% 14 China 53.98 –0.20% 32.3% –24.0%

1.20% 18 India 571.83 –3.29% 54.9% –14.5%

1.40% 15 Korea 379.51 –0.44% 23.6% –26.2%

5.10% 35 Taiwan 225.28 –0.55% 29.9% –32.2%

2.30% 22 US BROAD MARKET 1,003.07 –0.11% 2.1% –34.7%

1.70% -51 US Small Cap 1,312.73 0.14% 5.3% –34.0%

3.40% 13 EM LATIN AMERICA 2,910.66 –2.83% 40.1% –43.5%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Diesel costs on the rise
Anticipated recovery
boosts prices, which
could hurt economy

Weekly retail prices for diesel ATA’s truck tonnage index*

* Index based on monthly tonnage hauled by for-hire truckers, seasonally adjusted
Sources: Energy Information Administration; American Trucking Associations, Inc.

Twin woes for industry, truckers
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Intel’s Centrino brand will disappear on
laptop chips and be replaced by Core.

U.K. energy workers spread
protests amid Total dispute

By Ana Campoy

U.S. diesel prices are rising again
after falling below those of gasoline
in recent weeks, piling more finan-
cial pressure on recession-stricken
manufacturers and truckers.

Prices for crude oil and the
gamut of petroleum products have
been rising, in part because traders
expect an economic recovery to
boost demand and in part because
fuels look like a good hedge against
widely expected monetary inflation
and a weak dollar.

Oil prices rose 0.8% Wednesday
to $71.03 a barrel as new U.S. data
showed demand for gasoline rising.
Gas prices have risen for seven
weeks in a row, squeezing cash-
strapped consumers. Crude closed
up 34 cents a barrel to $71.37.

Long-haul truckers and others
who use diesel are benefiting from a
slight price advantage over gaso-
line, largely because diesel demand
is at a nine-year low. U.S. consump-
tion of diesel and similar fuels fell
17% last week from the same period
last year, weekly government data
show. Supplies are at a historic high.

Retail diesel prices have climbed
more than 14% in the past month to a
national average of $2.61 a gallon, ac-
cording to the auto club AAA. That
still trails gasoline prices, which
jumped 16% to an average $2.68 for
a gallon of regular unleaded.

In many parts of the world, die-
sel is used to fuel manufacturing
plants and the trucks that transport
their products. Its prices are mostly
tied to the fate of the global econ-
omy, currently in a severe down-
turn. In the U.S., the number of tons
hauled by trucking companies

dropped 13% in April from a year ear-
lier to the lowest level since Novem-
ber 2001, according to an index com-
piled by the American Trucking As-
sociations, an industry trade group.

If the economy strengthens,
fuel prices will likely continue to
climb in coming months, analysts
say, potentially stalling out a bud-
ding recovery. That is what Free-
port, Ohio, truck driver Lewie Pugh
fears. Mr. Pugh said activity at
many of his usual delivery spots—
chemical plants and paper and

steel mills—is at a near standstill.
“I don’t see anything picking up,

and fuel prices are just going to make
it worse,” said Mr. Pugh as he drove a
load of water-treatment chemicals
to an oil refinery near Philadelphia.

One consolation for truckers is
that diesel prices remain consider-
ably lower than last year. Diesel
hit a record $4.85 a gallon last July
as refiners struggled to keep up
with demand.
 —Russell Gold

contributed to this article.

By Don Clark

Intel Corp. said it is changing the
branding on its computer chips, in-
cluding phasing out the high-profile
logo Centrino to identify a set of
technologies in laptop computers.

The Silicon Valley company,
whose products serve as electronic
brains in most of the world’s comput-
ers, said the changes were designed
to simplify an array of brands and
logos. Among other things, Intel
plans to spend less energy promot-
ing “platforms” of multiple chips,
such as Centrino, to concentrate on
promoting the microprocessors
that are the company’s hallmark.

“Things have gotten more and
more confusing,” said Deborah
Conrad, an Intel vice president and
director of corporate marketing.
“A consumer doesn’t need to see
that minutiae.”

Centrino, introduced in 2003
along with a $300 million advertis-
ing campaign, included a logo on
laptops containing three different
kinds of chips from Intel—a micro-
processor, a separate product
called a chip set, and chips that
manage wireless networking.
Starting next year, the Centrino
brand will refer only to the compa-
ny’s wireless networking technol-
ogy. Ms. Conrad said Centrino ad-
vertising was a huge success in
driving demand for laptop comput-
ers, but consumers didn’t under-
stand what the brand meant in
terms of Intel products.

In another key part of the effort,
Intel plans to reinforce the word
Core as the flagship brand on Intel mi-
croprocessors. But it will phase out
current derivative identifiers such as
Solo, Core 2 Duo and Core 2 Quad.

Those secondary terms were
meant to signify the number of tiny
calculating engines on each
chip—an increasingly difficult task,
as the number of such processor
“cores” expands beyond four in the
next few years. In their place, three

grades of performance within the
Core line will be identified with the
designations i3, i5 and i7, Ms. Con-
rad said.

Intel already sells a high-end
chip for desktop computers called
Core i7, which was the first member
of a product family that carries the
code name Nehalem. The next
model, a midrange version of the
same technology, will arrive in the
second half of the year under the
name Core i5.

Intel also still plans to keep its
Pentium, Celeron and Atom brand
names for microprocessor families
that offer lower performance than
its Core models. The company
doesn’t plan to change the names on
existing chips, but will use the sim-
pler naming conventions as new
products come to market.

Roger Kay, an analyst at End-
point Technologies Associates, said
the transition period will be even
more complex for PC makers trying
to manage both new and old product
names. Even when that period is
over, he said, Intel will be left with a
lot of brands. “Even after the so-
called simplification, it is still going
to be pretty complex,” Mr. Kay said.

Intel chip brands shrink;
Core to replace Centrino

By Nick Wingfield

Microsoft Corp. and Google Inc.
clashed Wednesday, as the two gi-
ants traded barbs over a new Google
software offering.

Microsoft said Google’s new Apps
Sync software disables the search ca-
pabilities of Microsoft’s popular Out-
look email program.

Google acknowledged an issue
withitssoftware,whichit releasedear-
lier this month. But Google disputed

the severity of the problem, and said it
is working to improve its software.

Apps Sync, which is aimed at
businesses, allows users to merge
data between Google’s email and cal-
endar service and Outlook.

In a company blog post Wednes-
day, Microsoft’s Outlook product
manager, Dev Balasubramanian,
said Apps Sync includes a “serious
bug/flaw” that disables Outlook’s
ability to search data like emails and
calendar appointments.
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Microsoft criticizes Google tool

By Angela Henshall

LONDON—A rash of unofficial
strike actions and protests broke
out across U.K. energy plants Thurs-
day as workers voiced their sup-
port for contractors at Total SA’s
Lindsey oil refinery in Lincoln-
shire, east England.

The dispute at Lindsey, which re-
fines about 20,000 barrels a day,
started a week ago, after Total told
65 workers that the hydro-desulfur-
ization project they are working on
was close to completion, putting
their jobs in doubt.

Workers at BP PLC’s Saltend
Chemical Plant near Hull downed
tools on Thursday, joining protest-
ers at Scottish and Southern Energy
PLC’s Fiddlers Ferry power plant in
Cheshire, northwest England. Simi-
lar action occurred at Drax Group
PLC’s coal-fired power generator in
Yorkshire, northern England, and at
Ratcliffe power station in Notting-
hamshire, central England, which is
owned by E.ON U.K., a subsidiary of
E.ON AG. A spokeswoman for Drax
said fewer than 200 workers hadn’t
come to work.

This is the third episode of rapid
industrial action to hit the U.K.’s en-
ergy industry in five months, but
the strikes have so far failed to af-
fect output from plants, according
to the companies that manage the
installations. The speed of the ac-
tion has been attributed to the in-
creased use of mobile technology
and social-networking sites to mo-
bilize workers.

The first period of unofficial
strikes took place in February after
a dispute at Lindsey over the use of
foreign workers. It culminated
when an estimated 2,000 workers
walked off the job at more than a
dozen other refineries, power
plants and energy facilities across
the U.K.

The second followed in May af-
ter a dispute between contractors
and industrial-services company
Hertel at Dragon Liquefied Natural
Gas Terminal in Wales, which trig-
gered walkouts by hundreds of con-
tract workers at several sites. The
action forced Hertel to withdraw
40 non-U.K. workers from a
project.
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LG Asian SmallerCo's AS EQ BMU 06/17 USD 75.38 36.7 –35.4 –32.2

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 06/17 EUR 23.50 –10.4 –56.4 –47.3

MP-TURKEY.SI OT OT SVN 06/17 EUR 24.52 25.6 –28.8 –28.8

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 06/17 USD 12.11 38.9 –14.5 –4.9

Parex Caspian Sea Eq EU EQ LVA 06/17 EUR 3.02 43.8 –65.8 –44.7

Parex Eastern Europ Bd EU BD LVA 06/17 USD 12.11 38.9 –14.5 –4.9

Parex Russian Eq EE EQ LVA 06/17 USD 15.29 76.6 –53.1 –21.4

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 06/18 USD 132.79 19.7 –34.6 –19.3

PF (LUX)-Asian Eq-Pca AS EQ LUX 06/18 USD 126.95 19.3 –35.1 –20.0

PF (LUX)-Biotech-Pca OT EQ LUX 06/17 USD 264.40 –7.3 –19.1 –7.9

PF (LUX)-CHF Liq-Pca CH MM LUX 06/17 CHF 124.16 0.2 0.8 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 06/17 CHF 93.72 0.2 0.8 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 06/17 USD 93.28 14.7 –20.9 –13.3

PF (LUX)-East Eu-Pca EU EQ LUX 06/17 EUR 215.60 61.5 –51.1 –31.2

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/18 USD 120.92 29.8 –40.8 –20.8

PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/18 USD 391.74 28.8 –41.7 –20.9

PF (LUX)-Eu Indx-Pca EU EQ LUX 06/17 EUR 81.26 6.3 –30.7 –25.9

PF (LUX)-EUR Bds-Pca EU BD LUX 06/17 EUR 369.33 –1.1 4.8 2.0

PF (LUX)-EUR Bds-Pdi EU BD LUX 06/17 EUR 281.06 –1.1 4.8 2.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/17 EUR 134.85 8.0 5.0 1.5

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/17 EUR 94.80 8.0 5.0 1.5

PF (LUX)-EUR HiYld-Pca EU BD LUX 06/17 EUR 117.02 29.8 –15.4 –12.3

PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/17 EUR 67.84 29.8 –15.4 –12.3

PF (LUX)-EUR Liq-Pca EU MM LUX 06/17 EUR 135.62 0.7 2.6 3.0

PF (LUX)-EUR Liq-Pdi EU MM LUX 06/17 EUR 97.74 0.7 2.6 3.0

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/17 EUR 102.30 0.4 2.3 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/17 EUR 100.94 0.4 2.3 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 06/17 EUR 329.66 7.8 –34.6 –30.1

PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/17 EUR 107.09 5.9 –31.1 –28.5

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/17 USD 214.71 13.3 6.6 5.6

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/17 USD 146.07 13.3 6.6 5.6

PF (LUX)-Gr China-Pca AS EQ LUX 06/18 USD 275.77 29.6 –23.9 –9.4

PF (LUX)-Indian Eq-Pca EA EQ LUX 06/18 USD 276.42 44.2 –22.3 –11.0

PF (LUX)-Jap Index-Pca JP EQ LUX 06/18 JPY 8727.96 7.1 –36.0 –28.4

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/18 JPY 7494.58 2.7 –41.2 –33.7

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/18 JPY 7294.04 2.4 –41.6 –34.1

PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/18 JPY 4186.88 6.6 –36.9 –29.4

PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/18 USD 197.30 24.6 –32.1 –17.1

PF (LUX)-Piclife-Pca CH BA LUX 06/17 CHF 713.69 3.5 –9.9 –10.3

PF (LUX)-PremBrnds-Pca OT EQ LUX 06/17 EUR 49.70 12.6 –24.2 –24.5

PF (LUX)-Rus Eq-Pca OT OT LUX 06/17 USD 41.73 82.7 –59.9 NS

PF (LUX)-Security-Pca GL EQ LUX 06/17 USD 81.66 14.3 –17.6 –15.6

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/17 EUR 366.75 12.4 –34.7 –28.7

PF (LUX)-US Eq-Ica US EQ LUX 06/17 USD 84.09 3.0 –32.6 –19.9

PF (LUX)-USA Index-Pca US EQ LUX 06/17 USD 73.61 1.5 –31.4 –21.8

PF (LUX)-USD Gov Bds-Pca US BD LUX 06/17 USD 500.92 –5.6 6.4 6.8

PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/17 USD 367.56 –5.6 6.4 6.8

PF (LUX)-USD Liq-Pca US MM LUX 06/17 USD 130.81 0.5 1.5 2.6
PF (LUX)-USD Liq-Pdi US MM LUX 06/17 USD 85.41 0.5 1.5 2.6
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/17 USD 101.53 0.2 1.5 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/17 USD 100.82 0.2 1.5 NS
PF (LUX)-Water-Pca GL EQ LUX 06/17 EUR 107.44 4.3 –23.8 –19.2
PF (LUX)-WldGovBds-Pca GL BD LUX 06/18 USD 157.80 –4.3 4.7 9.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/18 USD 130.62 –4.3 4.7 9.2
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/17 USD 47.02 13.3 –52.4 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 06/17 USD 10.51 34.1 –21.2 –15.9
Japan Fund USD JP EQ IRL 06/18 USD 15.40 4.8 –7.6 –9.1
Polar Healthcare Class I USD OT OT IRL 06/17 USD 10.66 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/17 USD 10.68 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 06/17 EUR 567.84 0.8 –32.5 NS
Core Eurozone Eq B EU EQ IRL 06/17 EUR 662.43 0.7 –31.9 NS
Euro Fixed Income A EU BD IRL 06/17 EUR 1148.92 1.5 –4.6 –4.2
Euro Fixed Income B EU BD IRL 06/17 EUR 1222.61 1.8 –4.0 –3.6
Euro Small Cap A EU EQ IRL 06/17 EUR 954.96 12.6 –37.8 –34.1
Euro Small Cap B EU EQ IRL 06/17 EUR 1019.65 13.0 –37.4 –33.7
Eurozone Agg Eq A EU EQ IRL 06/17 EUR 520.99 4.8 –34.2 –30.1
Eurozone Agg Eq B EU EQ IRL 06/17 EUR 746.32 5.1 –33.8 –29.7
Glbl Bd (EuroHdg) A GL BD IRL 06/17 EUR 1264.25 5.6 0.2 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 06/17 EUR 1337.60 5.9 0.9 0.5
Glbl Bd A EU BD IRL 06/17 EUR 1028.30 4.9 7.9 –0.2
Glbl Bd B EU BD IRL 06/17 EUR 1091.15 5.2 8.6 0.4
Glbl Real Estate A OT EQ IRL 06/17 USD 670.46 0.6 –44.0 –31.2
Glbl Real Estate B OT EQ IRL 06/17 USD 688.98 0.9 –43.6 –30.8
Glbl Real Estate EH-A OT EQ IRL 06/17 EUR 619.06 –1.3 –42.9 –32.5
Glbl Real Estate SH-B OT EQ IRL 06/17 GBP 57.94 –2.3 –43.5 –32.1
Glbl Strategic Yield A EU BD IRL 06/17 EUR 1340.55 18.6 –10.0 –5.7
Glbl Strategic Yield B EU BD IRL 06/17 EUR 1429.94 18.9 –9.4 –5.1
Japan Equity A JP EQ IRL 06/17 JPY 11797.00 14.1 –32.2 –27.5
Japan Equity B JP EQ IRL 06/17 JPY 12533.00 14.5 –31.8 –27.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/17 USD 1692.60 31.6 –26.4 –15.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/17 USD 1800.52 32.0 –26.0 –15.3
Pan European Eq A EU EQ IRL 06/17 EUR 763.98 6.3 –33.4 –28.8
Pan European Eq B EU EQ IRL 06/17 EUR 811.78 6.6 –33.1 –28.4
US Equity A US EQ IRL 06/17 USD 705.12 5.4 –34.2 –21.9
US Equity B US EQ IRL 06/17 USD 752.56 5.7 –33.8 –21.4
US Small Cap A US EQ IRL 06/17 USD 1047.28 4.1 –35.4 –24.2
US Small Cap B US EQ IRL 06/17 USD 1118.38 4.4 –35.0 –23.8

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/18 SEK 65.07 8.1 –34.0 –31.6
Choice Japan Fd JP EQ LUX 06/18 JPY 48.05 6.9 –35.0 –30.3
Choice Jpn Chance/Risk JP EQ LUX 06/18 JPY 49.05 9.5 –42.0 –31.3
Choice NthAmChance/Risk US EQ LUX 06/18 USD 3.23 15.4 –37.7 –21.2
Europe 2 Fd EU EQ LUX 06/12 EUR 0.79 14.1 –33.2 –28.9
Europe 3 Fd EU EQ LUX 06/18 EUR 3.27 7.2 –37.4 –32.1
Global Chance/Risk Fd GL EQ LUX 06/18 EUR 0.50 5.6 –30.0 –26.5
Global Fd GL EQ LUX 06/18 USD 1.74 4.6 –36.7 –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 06/18 USD 5.74 26.8 –25.4 –16.7
Currency Alpha EUR -IC- OT OT LUX 06/18 EUR 10.60 –2.8 0.3 1.9

Currency Alpha EUR -RC- OT OT LUX 06/18 EUR 10.53 –3.1 –0.2 1.4
Currency Alpha SEK -ID- OT OT LUX 06/18 SEK 98.70 –6.6 –3.7 NS
Currency Alpha SEK -RC- OT OT LUX 06/18 SEK 115.49 –3.1 –0.2 1.4
Generation Fd 80 OT OT LUX 06/18 SEK 7.03 10.2 –18.1 NS
Nordic Focus EUR NO EQ LUX 06/18 EUR 61.34 23.0 –32.4 NS
Nordic Focus NOK NO EQ LUX 06/18 NOK 67.88 23.0 –32.4 NS
Nordic Focus SEK NO EQ LUX 06/18 SEK 71.67 23.0 –32.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/18 USD 1.47 6.1 –32.3 –23.3
Ethical Global Fd GL EQ LUX 06/18 USD 0.65 8.2 –33.5 –24.4
Ethical Sweden Fd NO EQ LUX 06/18 SEK 33.44 21.3 –14.4 –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 06/18 SEK 12.63 –0.8 1.9 4.4
Medical Fd OT EQ LUX 06/18 USD 2.74 –4.3 –18.2 –14.3
Short Medium Bd Fd SEK NO MM LUX 06/18 SEK 8.78 0.9 2.2 2.8
Technology Fd OT EQ LUX 06/18 USD 1.98 27.0 –24.5 –13.7
World Fd NO BA LUX 06/18 USD 1.74 8.5 –30.4 –18.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/18 EUR 1.27 0.1 0.6 1.5
Short Bond Fd SEK NO MM LUX 06/18 SEK 21.87 1.4 2.4 2.9
Short Bond Fd USD US MM LUX 06/18 USD 2.49 –0.2 0.9 2.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/18 SEK 9.96 –1.0 –1.7 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 06/18 SEK 8.62 –1.0 –1.7 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 06/18 SEK 24.94 –1.1 –2.1 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 06/18 SEK 7.76 –1.1 –2.1 –0.5
Alpha Short Bd SEK -A- NO MM LUX 06/18 SEK 11.03 2.1 3.1 3.3
Alpha Short Bd SEK -B- NO MM LUX 06/18 SEK 10.09 2.1 3.1 3.3
Alpha Short Bd SEK -C- NO MM LUX 06/18 SEK 21.58 2.0 3.0 3.2
Alpha Short Bd SEK -D- NO MM LUX 06/18 SEK 8.17 2.0 3.0 3.2
Bond Fd SEK -C- NO BD LUX 06/18 SEK 41.66 0.3 10.7 6.0
Bond Fd SEK -D- NO BD LUX 06/18 SEK 12.10 0.3 10.8 5.4
Corp. Bond Fd EUR -C- EU BD LUX 06/18 EUR 1.15 5.4 –1.0 –0.9
Corp. Bond Fd EUR -D- EU BD LUX 06/18 EUR 0.88 5.5 –0.9 –1.1
Corp. Bond Fd SEK -C- NO BD LUX 06/18 SEK 11.31 5.3 –5.6 –2.5
Corp. Bond Fd SEK -D- NO BD LUX 06/18 SEK 8.55 5.3 –5.6 –2.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/18 EUR 100.52 –3.2 5.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/18 EUR 104.92 1.3 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 06/18 SEK 1150.90 1.3 9.9 NS
Flexible Bond Fd -C- NO BD LUX 06/18 SEK 21.21 1.6 6.3 4.3
Flexible Bond Fd -D- NO BD LUX 06/18 SEK 11.60 1.6 6.3 4.3

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/18 SEK 77.59 –3.1 –25.9 –15.8
SEB Asset Sele Defensive Inc OT OT LUX 06/18 SEK 70.88 –3.1 –26.0 –17.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/18 USD 2.01 30.9 –33.8 –14.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/18 SEK 25.13 49.7 –7.6 –17.7
Europe Chance/Risk Fd EU EQ LUX 06/18 EUR 833.25 9.3 –40.2 –33.6

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 06/11 USD 1047.56 11.4 NS NS
MENA Special Sits Fund OT OT BMU 05/31 USD 1031.41 6.2 NS NS
UAE Blue Chip Fund OT OT ARE 06/11 AED 6.07 32.4 –51.9 –17.7

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 06/16 EUR 27.34 –3.6 –6.7 –1.0
Bonds Eur Corp A OT OT LUX 06/16 EUR 21.68 4.6 1.5 –0.6

Bonds Eur Hi Yld A OT OT LUX 06/16 EUR 17.07 28.4 –14.2 –12.8
Bonds EURO A OT OT LUX 06/16 EUR 39.52 0.1 8.7 4.8
Bonds Europe A OT OT LUX 06/16 EUR 38.00 0.3 8.8 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 06/16 USD 33.91 7.5 8.3 7.2
Bonds World A OT OT LUX 06/16 USD 39.39 –1.1 3.8 8.4
Eq. China A OT OT LUX 06/17 USD 19.58 31.0 –16.8 –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 06/16 EUR 17.62 33.3 –54.4 –33.7
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 06/17 JPY 1027.07 13.4 –27.2 –30.9
Eq. Japan Target A OT OT LUX 06/18 JPY 1747.34 11.6 –12.9 –16.0
Eq. Pacific A OT OT LUX 06/17 USD 7.87 23.3 –29.2 –16.8
Eq. US ConcenCore A OT OT LUX 06/16 USD 18.58 14.4 –25.2 –15.6
Eq. US Lg Cap Gr A OT OT LUX 06/16 USD 12.57 16.6 –39.0 –20.5
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 06/18 JPY 8802.00 2.3 –39.5 –35.8
YMR-N Japan Fund OT OT IRL 06/18 JPY 10056.00 6.5 –36.9 –31.7
YMR-N Low Price Fund OT OT IRL 06/18 JPY 13911.00 7.2 –33.4 –30.0
YMR-N Small Cap Fund OT OT IRL 06/18 JPY 6722.00 4.7 –34.9 –35.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/18 JPY 6250.00 5.9 –39.4 –32.7
Yuki 77 Growth JP EQ IRL 06/18 JPY 5910.00 –0.1 –43.1 –37.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/18 JPY 6560.00 5.1 –38.0 –33.6
Yuki Chugoku JpnLowP JP EQ IRL 06/18 JPY 8616.00 5.2 –28.0 –27.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/18 JPY 6942.00 2.6 –41.0 –34.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/18 JPY 4573.00 0.5 –44.4 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 06/18 JPY 5332.00 1.0 –36.2 –29.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/18 JPY 4946.00 5.1 –33.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/18 JPY 4327.00 1.8 –46.7 –37.4
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/18 JPY 4535.00 1.0 –47.2 –38.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/18 JPY 6442.00 5.6 –42.5 –34.4
Yuki Mizuho Jpn Gen OT OT IRL 06/18 JPY 8536.00 6.4 –37.4 –33.3
Yuki Mizuho Jpn Gro OT OT IRL 06/18 JPY 6391.00 2.2 –37.5 –35.1
Yuki Mizuho Jpn Inc OT OT IRL 06/18 JPY 7676.00 –3.5 –37.8 –32.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/18 JPY 5068.00 1.7 –39.6 –32.8
Yuki Mizuho Jpn LowP OT OT IRL 06/18 JPY 12374.00 9.2 –24.9 –26.4
Yuki Mizuho Jpn PGth OT OT IRL 06/18 JPY 7842.00 2.6 –41.6 –35.7
Yuki Mizuho Jpn SmCp OT OT IRL 06/18 JPY 6752.00 10.1 –34.6 –34.6
Yuki Mizuho Jpn Val Sel OT OT IRL 06/18 JPY 5691.00 9.6 –33.9 –29.2
Yuki Mizuho Jpn YoungCo OT OT IRL 06/18 JPY 2651.00 11.1 –41.3 –43.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/18 JPY 4910.00 9.1 –43.3 –35.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/18 JPY 5382.00 5.6 –38.8 –34.0
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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 05/29 EUR 969.94 –2.6 –26.5 –15.8

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 06/16 USD 48.75 –40.9 –19.8 –1.6

Superfund GCT USD* OT OT LUX 06/16 USD 2393.00 –33.1 –19.8 –5.2

Superfund Gold A (SPC) OT OT CYM 06/16 USD 913.02 –19.9 –14.4 10.0

Superfund Gold B (SPC) OT OT CYM 06/16 USD 898.91 –30.5 –22.9 5.5

Superfund Q-AG* OT OT AUT 06/16 EUR 6717.00 –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 . FRIDAY - SUNDAY, JUNE 19 - 21, 2009 23



NBC taps Microsoft for ad sales

Medtronics discloses pay to surgeon

Mongolia mines hit snag
Canada’s Ivanhoe
seeks agreement
on $3 billion project

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Wizz Air Hungary Airlines Ltd.

Budget carrier Wizz Air Hun-
gary Airlines Ltd. said it intends to
buy 50 Airbus single-aisle A320
commercial jets, in a move to fur-
ther expand its all-Airbus fleet and
increase capacity on its routes in
Central and Eastern Europe. The
deal is valued at $3.8 billion on the
basis of Airbus’s list price for the air-
craft, Airbus Chief Operating Of-
ficer John Leahy said at the Paris
Air Show. Airbus said the order
would increase the number of Wizz
Air aircraft ordered by the airline to
132. It already operates a fleet of 24
A320s. The Wizz Air order is the big-
gest so far this year for Airbus, a
subsidiary of European Aeronautic
Defence and Space Co.

—Compiled from staff
and wire service reports.

British Airways PLC

Pilots union agrees to pact
on pay and productivity

The British Airline Pilots’ Asso-
ciation reached a draft pay and pro-
ductivity package with British Air-
ways PLC that would see pilots de-
liver a permanent annual saving
program of £26 million ($43 mil-
lion) from Oct. 1 for the carrier.
The pilots union, whose members
must vote on the pact, is recom-
mending proposals that include
pay cuts and longer working
hours, and in return, pilots would
be awarded shares in the airline.
The package also allows for up to
78 voluntary pilot layoffs due to
changes in productivity, but the
union insisted no layoffs would be
compulsory. The union is recom-
mending that BA pilots each take a
wage cut of 2.61% in their basic
pay. In return, pilots would be eligi-
ble to receive BA shares if certain
company targets are achieved.

By Emily Steel

General Electric Co.’s NBC Uni-
versal will use technology from Mi-
crosoft Corp. to sell commercial
time on its broadcast and cable-TV
networks in a process similar to the
sale of online advertising. The
change, which the companies an-
nounced Thursday, marks the latest
development in a broader effort to
refine the purchase of TV ad time.

Typically, marketers buy ad
time based on the number of view-
ers tuning in to a particular show.
In recent years, they have sought to
better target their purchases with
more data on viewers’ characteris-
tics, such as age, income and sex.
But TV ad time is still sold mostly
through negotiations conducted
over the phone or by email.

The technology NBC is deploying
will add a layer of demographic in-
formation as well as automated ad
buying. It analyzes anonymous set-
top box data from satellite and cable
systems, adds in data obtained from
other companies, including consum-

ers’ purchasing habits and loca-
tions, and updates daily, says Chet
Kanojia, founder of Navic Networks,
the TV ad technology company Mi-
crosoft acquired last year.

For instance, currently a real-es-
tate company might place an ad on a
number of home-improvement
shows. The Microsoft technology
would show the real-estate marketer
other programs that homebuyers or
sellers are watching, and sell ad time
during those shows, whether they
are prime-time dramas or early
morning cable-news programs.

Companies such as eBay Inc. and
Google Inc. have also sought to auto-
mate the process of buying TV ad
time. An online TV ad-buying sys-
tem from eBay, based on an auction
model, failed to gain traction with
marketers and TV networks and was
ultimately abandoned.

Mike Pilot, president of sales and
marketing at NBC Universal, points
out that the new system isn’t based
on an auction format and says it is
an “absolute necessity” to stream-
line ad sales efforts, partly to give

his staff more time to create custom
marketing campaigns, such as weav-
ing an advertiser into the story line
of a show.

Network executives have been
concerned that new ad-sales technol-
ogies, especially those based on auc-
tion formats, could bring down the
price of ad time and commoditize
the TV-ad market. Some of the big
media buyers, which purchase adver-
tising time for marketers, are leery
as well, as their business depends
largely on their ability to pool cli-
ents’ ad dollars and use the resulting
leverage to negotiate better rates.

The factthat theMicrosoft technol-
ogy isn’t based on an auction system
could help mitigate those concerns.

“It is going to take a little bit of
time to understand how to change
the course of business,” said Curt
Hecht, president of VivaKi Nerve Cen-
ter, a digital media and advertising
unit of Publicis Groupe. Still, Mr.
Hecht notes that “there is a level of au-
tomation that they can bring forward
that [mostly] makes the process eas-
ier for the buyer and the seller.”

By David Armstrong

And Thomas M. Burton

Medical-device maker
Medtronic Inc. says it paid nearly
$800,000 over the past three years
to a former U.S. Army surgeon ac-
cused of fabricating a study that re-
ported positive results for one of the
company’s key spine products.

Some of the consulting payments
occurred during the time that the
surgeon, Timothy R. Kuklo, was shop-
ping his favorable study of Medtron-
ic’s Infuse bone-graft product to med-
ical journals. The paper, ultimately
published last August in the Journal
of Bone and Joint Surgery, reported
advantages in healing the legs of in-
jured soldiers when Infuse was used.

The army has said that the study
is based on “falsified information”
and that Dr. Kuklo forged the signa-
tures of purported co-authors. Dr.
Kuklo listed his affiliation with
Walter Reed Army Medical Center

in the journal. He left the army hos-
pital in August 2006 and joined the
faculty of Washington University in
St. Louis.

Medtronic disclosed the pay-
ments to The Wall Street Journal
Wednesday. It says the payments
were compensation for Dr. Kuklo’s
work developing products for the
company, training doctors and speak-
ing at company events and that they
weren’t connected to the study or
journal article in any way.

Bone and Joint Surgery with-
drew the paper after the army con-
tacted it about the fraud allegations.
Dr. Kuklo, who has taken a leave from
the university, hasn’t commented
publicly on the matter and didn’t re-
turn a message left Wednesday. The
university declined to say whether it
was investigating Dr. Kuklo.

In 2007, Dr. Kuklo offered the
study to at least two medical jour-
nals, according to the publications.
Medtronic says it paid him $356,242

that year for consulting, speaking,
travel and training services. In
2008, the year the study was pub-
lished, Medtronic says it paid Dr.
Kuklo $249,772.

Medtronic has said consulting ar-
rangements with surgeons are criti-
cal to the development of products.
Its payments to surgeons who use its
spine products are under investiga-
tion by the Justice Department fol-
lowing accusations by several former
employees that the doctors were be-
ing induced to use the products—alle-
gations the company denies.

Medtronic last year provided Con-
gress with a list of 22 consultants
who worked specifically on Infuse-re-
lated matters. The payments to those
doctors ranged from $100 a year to
$67,600. Medtronic placed its con-
sulting relationship with Dr. Kuklo
on “inactive status” in May, when the
Army disclosed it had found prob-
lems with the study. In the first few
months of 2009, it paid him $132,453.

By Elisabeth Behrmann

SYDNEY—Representatives of
Ivanhoe Mines Ltd.’s $3 billion Oyu
Tolgoi project in Mongolia have held
talks with the government there for
the past two weeks to forge an in-
vestment agreement, but there is no
clear timetable for progress, a per-
son familiar with the matter said.

Resources companies have been
awaiting a solid investment frame-
work for years to mine Mongolia’s
copper, gold, coal and uranium.
Talks to forge an investment deal
dragged particularly after Mongo-
lia’s government in 2006 an-
nounced it would seek a stake of up
to 50% in strategic mining projects,
as well as imposing a windfall tax on
company profits from copper and
gold production.

Mongolia’s government is under
pressure to move forward on Oyu
Tolgoi, after its economy was hit
hard by the slump in prices for its
main export commodities, copper
and coal, which forced it to seek
loans from the International Mone-
tary Fund.

Shares of Canada-based Ivanhoe
fell 8.4% to $5.59 Wednesday after
Bloomberg published an interview
with Mongolia’s president-elect,
Tsakhiagiin Elbegdorj, saying he
wanted to change the proposed deal
with Ivanhoe and Rio Tinto, under
which the government would take
an equity stake in the project.

Mr. Elbegdorj, who was sworn in
as president Thursday, suggested
that instead of the government buy-
ing an equity stake, it should take
50% of the project’s profit. He also
proposed changes to the windfall tax.

The person familiar with the mat-
ter said a parliamentary standing
committee two weeks ago submit-
ted to the government its report on
the deal, seen as a blueprint for
other projects in the mineral-rich

but impoverished country. “Since
then there have been talks with the
government. The investment agree-
ment isn’t a presidential issue; it’s a
parliamentary or governmental is-
sue,” the person said.

Under Mongolian law, parlia-
ment, called the Hural, passes legis-
lation on matters such as Oyu Tol-
goi’s investment agreement, while
the president holds a veto. In prac-
tice, the president rarely vetoes leg-
islation, and can be overruled by a
two-thirds parliamentary majority.

Rio Tinto holds a minority stake in
Ivanhoe after making an initial $303
million investment in 2006, with an
option to increase investment to $2.3
billion for a 46.65% stake.

Separately, a BHP Billiton spokes-
woman said the company is in the
process of closing down its explora-
tion office in Mongolia. The diversi-
fied miner opened an office there in
2005, after signing exploration
agreements with a number of West-
ern companies in the region.

BHP didn’t say why it was closing
the office.

Fiat SpA

Fiat SpA on Thursday outlined
plans to retool its Italian plants as
the car maker seeks to cut costs and
expand abroad to better cope with
the economic crisis. The Turin-
based company, which last week
took control of U.S. car maker
Chrysler LLC, said it plans to keep
production of cars at its Termini Im-
erese plant in Sicily only until 2011.
Fiat Chief Executive Sergio Marchio-
nne said at a meeting with the gov-
ernment and labor unions that the
Termini Imerese plant, which em-
ploys about 1,700 people, would be
retooled from 2012. He didn’t elabo-
rate. Italian Premier Silvio Berlus-
coni attended the meeting.

GKN PLC

GKN PLC said Thursday it will
raise £423 million ($694 million)
through a rights issue to shore up its
balance sheet as the automotive
slump continued to hammer sales.
The U.K. auto- and aerospace-com-
ponents maker said sales for the five
months ended May 31 fell 10% from a
year earlier to £1.79 billion. Exclud-
ing a £584 million gain from cur-
rency movements, sales fell 33%.
With the rights issue, GKN hopes to
improve its recently lowered credit
rating and reduce its reliance on
debt financing. About £300 million
of the proceeds will be used to pay
off the company’s revolving credit
facility and the remainder for work-
ing capital, said Finance Director
Bill Seeger. GKN said it will cut a fur-
ther 900 jobs this year, adding to
2,400 earmarked earlier this year.
The company employs about 36,000
workers world-wide.

New York Times Co.

Greenpeace published a spoof
edition of the International Herald
Tribune on Thursday to highlight en-
vironmental issues and draw atten-
tion to the Copenhagen climate-
change conference in December.
The Paris-based International Her-
ald Tribune, the global edition of
New York Times Co.’s flagship news-
paper, complained. It asked the envi-
ronmental group immediately to re-
move any fake IHT Web pages.The
eight-page spoof, dated Dec. 19,
2009, was meant to “show world
leaders…the future we all might
have if they do right by the planet at
the Copenhagen Climate Summit in
December,” Greenpeace spokes-
woman Elsa Lee said. Greenpeace
printed 50,000 copies of the spoof,
of which 35,000 were distributed in
Brussels, where European Union
leaders were meeting.Promotora de Informaciones SA

Spanish media company Promo-
tora de Informaciones SA will cut
salaries and operating costs and
won’t pay a dividend until at least
2011 as it looks to pay down Œ5 bil-
lion ($6.98 billion) in debt, its chief
executive said Thursday. “We are go-
ing through a difficult situation,”
Juan Luis Cebrián said during the
company’s shareholders meeting.
“But it isn’t desperate and doesn’t
threaten our future.” Prisa has debt
of more than Œ5 billion and a current
market value of just Œ703.3 million.
In May, Prisa won an extension from
its creditor banks for a Œ1.95 billion
bridge loan with the understanding
it would cut its debt. Mr. Cebrián
said Prisa would negotiate with
unions to reduce salaries by 8% for
the rest of this year and during 2010.
There will be further austerity mea-
sures, he said, without giving details.

Tesco PLC

Tesco PLC said it has sold and
leased back 14 properties valued at
£458 million ($751.3 million) as
part of its program to extract more
value from its U.K. property portfo-
lio. The move comes a day after
Tesco, the world’s third-biggest re-
tailer by sales behind Wal-Mart
Stores Inc. and Carrefour SA, raised
£431 million by selling a commer-
cial-mortgage-backed bond. It was
the first commercial-mortgage-
backed bond that has been sold to
private investors in Europe or the
U.S. since the start of the credit cri-
sis. Since 2006, Tesco has sold and
leased back properties valued at
£2.66 billion. The retailer had 2,282
stores and 30 distribution centers in
the U.K. as of Feb. 28 and owns about
80% of its property. The properties
were sold to the Universities Super-
annuation Scheme, a U.K. pension
fund; Prupim, the property-invest-
ment arm of U.K. insurer Prudential
PLC; LaSalle Investment Manage-
ment, a unit of Jones Lang LaSalle
Inc.; and Canada Life Assurance Co.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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India Growth I EA EQ LUX 06/17 USD 87.22 46.3 –13.8 –4.2

Int'l Health Care A OT EQ LUX 06/17 USD 113.38 –3.4 –20.7 –17.0

Int'l Health Care B OT EQ LUX 06/17 USD 96.15 –3.9 –21.5 –17.8

Int'l Health Care I OT EQ LUX 06/17 USD 123.34 –3.1 –20.0 –16.3

Int'l Technology A OT EQ LUX 06/17 USD 83.97 14.8 –34.2 –19.3

Int'l Technology B OT EQ LUX 06/17 USD 73.15 14.3 –34.9 –20.1
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Japan Blend A JP EQ LUX 06/17 JPY 5783.00 7.8 –39.2 –30.9

Japan Growth A JP EQ LUX 06/17 JPY 5643.00 1.4 –39.6 –31.4
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Japan Strat Value A JP EQ LUX 06/17 JPY 5844.00 13.3 –39.7 –30.8
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Real Estate Sec. A OT EQ LUX 06/17 USD 10.74 0.7 –41.0 –31.3
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Real Estate Sec. I OT EQ LUX 06/17 USD 11.49 1.0 –40.6 –30.7

Short Mat Dollar A US BD LUX 06/17 USD 6.72 1.1 –12.6 –10.9

Short Mat Dollar A2 US BD LUX 06/17 USD 8.88 1.4 –12.6 –11.0

Short Mat Dollar B US BD LUX 06/17 USD 6.72 0.9 –13.0 –11.4

Short Mat Dollar B2 US BD LUX 06/17 USD 8.86 1.1 –13.0 –11.4

Short Mat Dollar I US BD LUX 06/17 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 06/17 GBP 6.58 –1.2 –23.3 –17.8
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Andfs. Emergents GL EQ AND 06/17 USD 12.98 29.9 –35.3 –16.1

Andfs. Espanya EU EQ AND 06/17 EUR 10.66 –1.5 –28.6 –22.4

Andfs. Estats Units US EQ AND 06/17 USD 12.44 2.0 –33.1 –21.7

Andfs. Europa EU EQ AND 06/17 EUR 6.40 –1.3 –31.5 –26.1

Andfs. Franca EU EQ AND 06/17 EUR 7.97 –3.7 –32.5 –28.1

Andfs. Japo JP EQ AND 06/17 JPY 475.24 8.4 –33.2 –28.0

Andfs. Plus Dollars US BA AND 06/17 USD 8.47 0.5 –17.5 –11.3

Andfs. RF Dolars US BD AND 06/17 USD 10.59 3.7 –6.6 –2.5

Andfs. RF Euros EU BD AND 06/17 EUR 9.92 10.8 –6.6 –6.1
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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
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n DJE INVESTMENT S.A.
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LuxTopic-Pacific AS EQ LUX 06/18 EUR 12.60 39.2 –30.2 –20.8

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 06/14 SAR 5.90 24.4 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 06/17 USD 295.37 20.3 –4.5 –1.0

Sel Emerg Mkt Equity GL EQ GGY 06/17 USD 165.30 26.2 –34.8 –16.6
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Sel European Equity EU EQ GGY 06/17 USD 145.57 5.9 –43.1 –29.2

Sel Glob Equity GL EQ GGY 06/17 USD 154.27 7.4 –37.6 –27.2

Sel Glob Fxd Inc GL BD GGY 06/17 USD 129.68 0.6 –11.1 –2.9

Sel Pacific Equity AS EQ GGY 06/17 USD 110.20 21.9 –31.8 –17.0

Sel US Equity US EQ GGY 06/17 USD 103.81 3.0 –34.1 –23.4

Sel US Sm Cap Eq US EQ GGY 06/17 USD 140.01 7.1 –36.1 –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
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By Andrew Batson

BEIJING—Chinese policy makers
will soon need to start thinking about
how to rein in their extraordinary
stimulus measures, some economists
say, as evidence mounts that it is suc-
ceeding in keeping growth going
amid the global slowdown.

Governments around the world
have been pushing cash through their
economies, and China is no exception.
In recent weeks, that global flood of
money has started to raise investor
worries about future inflation and of-
ficial debt, forcing the U.S. and others
to explain how they will unwind enor-
mous injections of liquidity.

But Chinese officials have said lit-
tle about how they might bring an end
to easy money, even though China is
the best performing of the major econ-
omies. The World Bank on Thursday
raised its forecast for China’s growth
this year to 7.2% from 6.5%, citing a
bigger-than-expected stimulus ef-
fect.

By some indicators, credit in
China is even looser than in the U.S.,
where the Federal Reserve has ex-

tended unprecedented support to pri-
vate markets. As of May, the broad
M2 measure of money supply in the
U.S. was about 9% higher than a year
earlier. The same indicator in China
was expanding at a rate of more than
25%.

“We believe monetary policy in
China is even more expansionary
than in the U.S.,” says Ha Jiming, chief
economist of China International Cap-
ital Corp. in Beijing. Yet he notes that
in the U.S., “there has already been dis-
cussion of an exit strategy, whereas in
China so far I have not heard any such
discussion.”

China’s methods for pumping
cashinto the economy are quite differ-
ent from those of other major econo-
mies. Its banks, almost all of which
are state-owned, made more than
three times as many new loans in the
first quarter as a year earlier. Central
banks in the U.S., Europe and Japan
lack such control over lending, and
have instead used extremelylow inter-
est rates and direct purchases of secu-
rities to support credit.

In theory, China could hit the
brakes by simply re-imposing the
kind of tight limits on bank lending it
has used in the past, though officials

have given no sign they intend to do
so.

When government-approved
bank lending and corporate bond
sales are added to deficit spending,
China’s authorities are on pace to
pump an extra five to six trillion yuan
($732 billion to $878 billion) into the
economy this year, or about 15% to
18% of annual gross domestic prod-
uct, according to an estimate by Drag-
onomics, a research firm in Beijing.

Another difference for China is
that its small and largely closed do-
mestic bond market hasn’t been a con-
straint on the government. While
yields on U.S. Treasurys have risen
sharply in recent weeks, those on Chi-
nese government bonds have barely
moved, so borrowing costs remain
low.

China’s consumer prices are still
below their levels of a year ago. But
global commodity prices are up this
year. And in seasonally adjusted
terms, China’s consumer price index
has been rising since March, accord-
ing to estimates by private econo-
mists. The risk, some economists ar-
gue, is that if China is the first to re-
cover from the global crisis, it might
also be the first to face a revival in in-
flation.

“China is the leading economy
that is perhaps facing the risk of leav-
ing an overly stimulatory policy in
place,” says Glenn Maguire, chief

Asian economist for Société
Générale. He noted Japan has already
set dates for when its extraordinary
easing measures could be phased out,
even though its economic perform-
ance has been much worse than Chi-
na’s. “It’s a debate that we’re not hear-
ing a lot of,but it’s a debate we increas-
ingly need to have,” he said.

With first-quarter growth of 6.1%
still below their 8% target, Chinese au-
thorities seem keen to keep pressing
on the accelerator.

Premier Wen Jiabao signaled no
shift to policy in comments last week-
end. “China’s economic rebound is
still not solid enough,” he said, accord-
ing to state media. “The key is to con-
tinue to unswervingly implement all
of the policies to counter the interna-
tional financial crisis.”

There are signs the government is
aware of the need to watch for a turn-
ing point. The State Information Cen-
ter, a government think tank, last
week issued a report arguing that au-
thorities should pull back from easy-
credit policies if inflation hits 3%. The
current surge of liquidity could feed
into higher inflation within nine to 18
months, it says.

“Putting a large amount of money
into circulation will not immediately
create inflation, but there is a lag pe-
riod, and once the economy stabilizes
the multiplier effect of money will
quickly appear,” the report says.
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World Bank ups growth outlook, cautions on 2010

Flood of Chinese stimulus raises concerns
Beijing keeps focus
on growth as others
prepare exit plans

BEIJING—The World Bank
raised its forecast for China’s eco-
nomic growth this year to 7.2%
from 6.5%, acknowledging the
boost that Beijing’s stimulus plan
is giving the economy. But the
bank cautioned that “it is too early
to say a robust sustained recovery
is on the way.”

Strong government investment
will support growth of China’s
economy, the world’s third-larg-
est, in 2009, but private invest-
ment is likely to continue to lag,
the bank said Thursday in its latest
quarterly update on China.

In March, the bank had lowered
its forecast for China’s growth to
6.5% from 7.5%. Its improved out-
look follows several major indica-
tors that have fueled hopes of a ten-
tative economic recovery in the
country, largely driven by the stim-
ulus spending.

“The current surge in govern-
ment-influenced investment is

welcome, and more domestic de-
mand in China is helpful for the
world economy,” the bank said.
“However, it is unlikely to lead to a
rapid, broad-based recovery in
China, given the current global en-
vironment and the subdued short-
term prospects for market-based
investment.”

World Bank senior economist
Louis Kuijs said at a briefing that
the stimulus is likely to have a
smaller effect on the economy
next year.

The bank also indicated that
the stimulus spending may re-
strict the government’s room to
maneuver next year. It predicted
that China’s budget deficit will be
4.9% of gross domestic product
this year, significantly higher than
its previous 3.2% forecast and the
government’s forecast for a deficit
of 3% of GDP.

That echoes concerns among
private economists about a grow-

ing debt burden as a result of the
spending spree. One concern has
been that if the global downturn
drags on, China might not have suf-
ficient reserves for more stimulus
next year.

“The higher the fiscal deficit in
2009 is, the less room there is for
an additional increase in 2010,
given limits on the size of defi-
cits,” the bank said. Mr. Kuijs,
however, said China’s fiscal defi-
cit is “probably not” a big prob-
lem.

The World Bank’s latest GDP
forecast is below Beijing’s growth
target of around 8% this year.
China had growth of 9% last year,
snapping five straight years of
10% and higher. For the first quar-
ter this year, China reported its
worst quarterly GDP growth in
nearly two decades, at 6.1%.

“China’s economic growth is un-
likely to rebound to a high single
digit pace before the world econ-

omy recovers to solid growth,” the
bank said. Private economists in
recent months have also been up-
grading their outlook for China’s
economic growth this year as
some major indicators, including
fixed-asset investment and indus-
trial output growth, have showed
signs of improvement.

The Chinese government, how-
ever, has warned against being
“blindly optimistic.” The State
Council said Wednesday that “the
basis for economic recovery is not
solid enough yet” and “there are a
lot of uncertainties,” including the
rise of trade protectionism.

World Bank lead economist in
Beijing, Ardo Hanssen, said
Beijing’s “Buy China” push may
hurt Chinese exports. His com-
ment followed a recent directive is-
sued by several central state agen-
cies to ensure that its stimulus
package benefits domestic compa-
nies. Mr. Hanssen pointed out that

previously the country has consis-
tently expressed views against pro-
tectionism.
 —Liu Li
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Source: World Bank

Brighter outlook
China’s GDP growth,
adjusted for inflation
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Several scenarios, not all bright, for Iran
West has no way of guessing where on spectrum new government will fall—and can’t easily prepare for outcome

A picture on Twitter’s photo-sharing Web site purports to show opposition supporters protesting in Iran Thursday.

Ahmadinejad gets support from once-critical lawmakers

*2008 and 2009 are estimates   †estimate
Source: International Monetary Fund (GDP, inflation); United Nations (foreign-investment inflows)
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Mixed record
Iran’s economic performance during Ahmadinejad's first term:

By Gerald F. Seib

It’s nothing if not exhilarating to
watch young people in Tehran’s
streets trying to change the nature
of the Iranian regime, and to imag-
ine that they are forcing deep and
positive changes in the nation that
has been America’s most implacable
foe for a generation.

Yet it also would be a mistake to
ignore this darker reality: In the

short run, the tur-
moil there could
just as easily make
Iran more danger-
ous and harder for

the West to deal with.
The fact that it’s possible to envi-

sion such starkly different out-
comes illustrates just how remark-
able the story unfolding in Iran re-
ally is, and how much it is pulling the
country and the watching world off
into uncharted territory. There is no
other nation that runs quite the way
Iran runs, so there is no playbook to
know how this kind of episode plays
out—not for Iranians, and certainly
not for American policy makers.

That has left American officials
flat-footed. President Barack
Obama has been struggling for al-
most a week, without success, to
find a way to show support for the re-
formers without undercutting them
in the process by making them ap-
pear to be American stooges. Ameri-
can officials, deeply burned by mem-
ories of backfired attempts to give
support and substance to Iran’s last
reform-minded president, Moham-
mad Khatami, have been muted in
their cheerleading. Now the pres-
sure to stand up taller for the opposi-
tion is growing steadily.

Yet the outcome of this struggle
almost certainly will be determined
within Iran, not outside it, and it is im-
possible to predict. Sometimes “peo-

ple power” works—as it did for Cora-
zon Aquino in the Philippines, and
the Orange Revolution in Ukraine—
but just as often it fizzles or is
crushed, as it has been before in Iran.

So you can be an optimist or a
pessimist about the tumult in Iran.
Here are three optimistic scenarios
that could unfold—followed by
three pessimistic ones:

§ People power prevails. After
some period of extended protest,
President Mahmoud Ahmadinejad is
shown to be a fraud, his re-election
rigged, and Mir Hossein Mousavi
and his forces of moderation win a
runoff. A long process of changing
Iran’s system in which real power

lies in the hands of clerics operating
behind the scenes begins, and the
voices demanding an end to Iran’s in-
ternational isolation move to the
fore. Such a simple and straightfor-
ward outcome seems unlikely, but
that’s what happened in Ukraine.

§ Mr. Ahmadinejad survives, but
only by moderating his position in
order to steal the thunder of the re-
formers and beat them at their own
game. U.S. officials think it’s at least
possible the erratic leader decides
to survive by showing his critics
that he actually is capable of what
they claim he isn’t, which is reduc-
ing Iran’s isolation. He stays in
power and regains his standing with

internal critics by, among other
things, showing new openness to dis-
cuss Iran’s nuclear program with
the rest of the world.

§ The forces of repression win
within Iran, but international dis-
dain compounds, deepening world re-
solve to stop Iran’s nuclear program
and its sponsorship of extremists. In
other words, Iran doesn’t change,
but the rest of the world does.

Here, on the other hand, are the
darker scenarios:

§ The protests are simply
crushed by security forces operating
under the control of spiritual leader
Ali Khamenei, the election results
stand untouched, and Iran’s veneer

of democracy ultimately is shown to
be totally fraudulent. That makes it
clear that the only power that mat-
ters at all is the one the U.S. can’t
reach or reason with, the clerical es-
tablishment. There is no recount, no
runoff, and the idea that “moder-
ates” and “reformers” can change
Iran from within dies forever.

§ There is some legitimate re-
count or runoff, but Iran emerges
with Mr. Ahmadinejad nominally
in charge anyway. He emerges be-
leaguered, tense and defensive,
knowing he sits atop a society with
deep internal divides and knowing
the whole world knows as well. His
control is in constant doubt.
What’s the classic resort of such
embattled leaders? Distract atten-
tion from internal problems with
foreign mischief, and use a mili-
tary buildup (in this case, a nuclear
one) to create a kind of legitimacy
that’s been shown to be missing on
the domestic front.

§ Mr. Mousavi somehow pre-
vails, perhaps through a runoff, and
becomes president, but he operates
as a ruler deeply at odds with the
clerical establishment that controls
the military and security forces, and
deeply mistrusted by it. As a result,
he’s only partly in charge, and in no
position to take chances with a real
opening to the West. He has always
supported Iran’s nuclear program
anyway and now has to do so with a
vengeance to show that, while a re-
former, he isn’t a front for the West.

What’s striking in talking with
American officials about such scenar-
ios is how little they know about
what is happening within Iran’s re-
gime as the internal struggle plays
out—and, hence, how hard it is to pre-
pare for the ultimate outcome.
Things almost never go according to
plan in U.S.-Iranian relations anyway.
Now, it’s hard to even have a plan.
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By Roshanak Taghavi

TEHRAN—Despite street pro-
tests against his contested elec-
tion victory, President Mahmoud
Ahmadinejad is getting a boost
from an unexpected corner: con-
servative lawmakers who had sty-
mied some of his controversial eco-
nomic initiatives.

During his first term, many con-
servative lawmakers broke ranks
with Mr. Ahmadinejad, openly crit-
icizing the president’s economic
management. His officially sanc-
tioned landslide victory of more
than 60%—though it still has to
hold up through challenges—now
has those lawmakers rallying be-
hind him.

So far, 220 out of 290 members
of Iran’s parliament have written to
him to formally endorse his victory.
The reaction to Mr. Ahmadinejad’s
big official win may also be a move
by conservatives of all stripes to
send a message backing their presi-
dent in a time of uncertainty.

In any case, it appears to give
him a strong bloc of support that he
lacked in the body in much of his
first term. He has had at times an ac-
rimonious relationship with parlia-
ment—especially over his economic
stewardship and public finances.

If Mr. Ahmadinejad and Iran’s
clerical leadership can tamp down
the unrest, the new backing could
translate into support for the
same economic policies he has had
trouble pushing through. Those in-
clude populist spending initia-
tives that economists blame for
stoking inflation.

It is unclear how long the fresh
support will last. For now, “Ah-
madinejad will consider his victory
an absolute mandate for his populist
programs,” says one Tehran-based
analyst, who asked not to be named
amid the political uncertainty.

The growing unrest presents a
formidable political challenge to
Mr. Ahmadinejad’s grasp on power.
Presidential challenger Mir Hossein
Mousavi has claimed fraud and is de-
manding a revote. His supporters
have swarmed the streets of Tehran
and other cities, in sometimes-vio-
lent demonstrations that are the
most dramatic in the Islamic Repub-
lic’s 30 years.

Still, many Iranian political and
economic analysts are far from pre-
dicting his ouster.

Iran’s economic direction over
the next four years is important at
home, but also across the region and
beyond. Iran is one of the world’s
largest oil producers, and is the Mid-

dle East’s second-largest economy
after Saudi Arabia. How Iran weath-
ers the current global downturn
could also have a big impact on the
effectiveness of U.S. and United Na-
tions sanctions against the regime.
The Obama White House is pursuing
diplomatic outreach with Tehran.
But Washington also has threatened
tougher sanctions over Iran’s nu-
clear ambitions, if talks fail.

Iran’s Supreme Leader Ayatol-
lah Ali Khamenei has final say in all
matters of state, limiting the presi-

dent’s influence in many spheres,
especially foreign policy. But the
president and parliament retain
significant scope to guide domes-
tic policy.

Mr. Ahmadinejad first won elec-
tion in 2005 on a populist platform,
promising to redistribute oil
wealth. He has presided over a pe-
riod of supercharged oil prices, de-
spite crude falling more recently.
But his lavish spending on every-
thing from infrastructure, housing
projects, easy credit and cash hand-

outs has strained Iran’s budget.
Many economists blame it for exac-
erbating inflation and the economic
pain caused by sanctions. High un-
employment is a problem, too.

One key initiative has been sub-
sidy reform. The president has pro-
posed replacing subsidies with cash
handouts. Fuel subsidies alone cost
the government $35 billion to $45
billion a year. High unemployment
remains a pressing problem, too.

With oil prices sharply lower
than last year, few economists ques-
tion the wisdom of cutting the out-
lays. But they also say Mr. Ahmadine-
jad’s approach would do little more
than boost inflation.

“I don’t think anyone is against
the notion of cutting the subsidies,”
says the analyst. “The question is …
do you start to give out cash?”

No matter what happens with
Mr. Ahmadinejad’s domestic spend-
ing initiatives, economists say his
biggest challenge will remain at-
tracting needed foreign investment.
That will be especially difficult if
Tehran continues to flout Western
calls to curb its nuclear program.

Western sanctions have all but
shut off meaningful investment
from overseas, though some Asian
companies have announced big com-
mitments in recent years.
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Am Blend Portfolio A US EQ LUX 06/17 USD 8.36 1.8 –35.3 –25.4

Am Blend Portfolio I US EQ LUX 06/17 USD 9.81 2.2 –34.7 –24.8

Am Growth A US EQ LUX 06/17 USD 24.57 7.3 –26.2 –14.8

Am Growth B US EQ LUX 06/17 USD 20.77 6.8 –26.9 –15.7

Am Growth I US EQ LUX 06/17 USD 27.11 7.7 –25.6 –14.2

Am Income A US BD LUX 06/17 USD 7.77 11.3 –0.5 1.5

Am Income A2 US BD LUX 06/17 USD 17.00 11.7 –0.5 1.5

Am Income B US BD LUX 06/17 USD 7.77 10.9 –1.3 0.7

Am Income B2 US BD LUX 06/17 USD 14.71 11.4 –1.2 0.8
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Tokyo, Hong Kong decline;
‘easy money’ lifts Shanghai

Euro Money Mkt, Dynamic
These funds tend to have average maturity that exceeds 90 days, but take on more credit
and liquidity risk than stable money-market funds. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending June 18, 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 Mesina-Rentenfonds-UBS UBS Invest EURiGermany –0.47 –1.42 8.44 6.67
(D) Inc Kapitalanlagegesellschaft mbH

5 KBC KBC Asset EURiLuxembrg 2.46 –2.38 7.80 NS
Institutional Cash-Kappa C1 Acc Management (BE)

4 LGT Strategy LGT Capital EURiLiechtnstn 1.89 –2.83 8.05 5.85
1 Year (EUR) B Acc Management AG

5 Dexia Getec Dexia Asset EURiFrance 3.18 –3.22 8.41 6.23
Acc Management

NS Cajaburgos Ahorro Corporación EURiSpain 3.53 –3.27 5.43 NS
FDF Conservador VaR 3 FI Acc Gestión

5 DB Platinum DB Platinum EURiLuxembrg 3.14 –3.79 8.74 6.54
IV Eur Infl 2011 R1D Inc Advisors S.A.

4 CAAM Crédit Agricole EURiSpain 7.62 –3.91 5.01 5.90
Multifondo Bajo Riesgo FI Acc Asset Management Fondos

5 Leonardo Leonardo SGR EURiItaly 2.92 –4.35 7.17 6.34
Monetario Acc S.p.A.

5 GT Obli Plus GT Finance EURiFrance 2.63 –4.43 6.85 6.61
Acc

4 Novara Aq Dexia Asset EURiLuxembrg 2.60 –4.74 6.21 5.50
Short Term Euro Management Belgium S.A.
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Nomura taps veteran for U.S. post

CIC looks to hedge funds
Blackstone is first up
as China wealth fund
ramps up investments

By Alison Tudor

TOKYO—Nomura Holdings Inc.
said it will move veteran banker
Takeo Sumino to New York from To-
kyo to fill the new position of chief
operating officer of its U.S. busi-
ness.

The move is a small part of the
Japanese brokerage house’s effort
to fill the void in its platform since it
bought the Asian and European busi-
nesses from a collapsed Lehman
Brothers Holdings Inc. last fall but
missed out on snagging Lehman’s
core U.S. business.

Japan’s biggest broker by sales is
still widely regarded as a minor
player in the world’s biggest finan-

cial market.
Mr. Sumino, 45 years

old, was born in Australia
and graduated from Har-
vard Business School with
honors. He is a managing di-
rector responsible for glo-
bal coverage of private eq-
uity and sovereign-wealth
funds. Mr. Sumino will be
responsible for day-to-day
operations as well as help-
ing build the franchise.

Also, Nomura ap-
pointed Satoshi Imai as co-chair-
man of Banque Nomura France,
and Yoshikazu Adachi as chief exec-
utive of Nomura Malaysia, effec-
tive July 1.

Every six months, No-
mura shuffles its staff, a com-
mon practice in Japan aimed
at creating generalists loyal
to a company with a broad
knowledge of its business.

Nomura is creating more
specialists,necessary inmod-
ern investment banking be-
cause of the esoteric nature
of financial instruments and
the importance of maintain-
ing close contact with cli-
ents. Still, an internal docu-

ment containing the details of the lat-
est shuffling, circulated Thursday,
comprised around 150 pages of
names, people familiar with the mat-
ter said.
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By Chris Oliver

And Rosalind Mathieson

Asian markets ended mostly
lower Thursday as the continued re-
silience of the yen hurt shares of ex-
porters in Tokyo, while declines in

b a n k s h a re s
weighed on Hong
Kong’s benchmark
index.

Japan’s Nikkei
Stock Average of 225 companies fell
1.4% to 9703.72 , while Hong Kong's
Hang Seng Index slid 1.7% to
17776.66.

But the Shanghai Composite In-
dex gained 1.6% to 2853.90, helped
by an announcement from China’s
State Council that it will continue to
promote economic restructuring.
Merrill Lynch said the statement re-
inforced the message that Beijing
will stick to its easy-money policy.

The Korea Composite Stock Price
Index fell 1.1% to 1375.76, Sin-
gapore’s Straits Times Index de-
clined 1.5% to 2237.20, and India’s
Sensitive Index slid 1.8% to
14265.53.

Markets were cautious about

the economic outlook after some
mixed data, and given worries
about the financial sector. Even as
some large U.S. banks repaid the
government, Standard & Poor’s cut
credit ratings on 18 regional banks
and pushed five into junk territory,
saying their business looked less
profitable moving ahead.

In Tokyo, exporter stocks
slipped, with Mazda Motor off 4.2%
and Sony off 3.1%. Resource stocks
also were weak, with Nippon Steel
down 4.2%, and shipping shares
failed to get a boost from a rise in
the Baltic Dry Index, with Nippon
Yusen sliding 3.4%.

Consumer-electronics retailer
Laox jumped 83% after the Nikkei
newspaper reported it was in talks
with Chinese retailer Suning Appli-
ance on an equity deal that would
make it the first big Japanese re-
tailer to become a Chinese compa-
ny’s affiliate. Suning Appliance
ended down 0.6% in Shanghai.

In Hong Kong, banks fell after re-
cent gains as Credit Suisse said local
banks’ revenue growth remains chal-
lenging because of falling loan bal-
ances and net interest margins.

After steering clear of big deals
for the better part of a year, China In-
vestment Corp., the country’s $200
billion sovereign-wealth fund, is
showing renewed interest in put-
ting cash to work—and hedge-fund
managers are poised to benefit.

Blackstone Group LP is at the

forefront of the latest discussions.
The Chinese fund, known as CIC,
could within a matter of days com-
mit $500 million, and maybe more,
to the division of Blackstone that
manages hedge-fund investments,
according to people familiar with
the situation.

The fund more broadly is consid-
ering opening its checkbook to a
handful of prominent hedge funds
and investment firms known as
“funds of funds” that dole out cli-
ents’ money to numerous hedge
funds, according to people familiar
with the situation.

Spokesmen for CIC and Black-
stone declined to comment.

Despite being set up only in 2007,
CIC is one of the world’s biggest sov-
ereign-wealth funds. The fund was
capitalized by Beijing with $200 bil-
lion and took over the government’s
stakes in China’s biggest banks,
which are some of the largest in the
world after escaping the financial

crisis relatively unscathed.
CIC knows Blackstone well, hav-

ing invested $3 billion for a stake in
the company in 2007. The value of
that investment has declined along
with Blackstone’s share price since
the company’s initial stock offering
in 2007.

Blackstone’s fund-of-funds unit
is one of the biggest in the world,
overseeing $26 billion in hedge-
fund investments. Its client base
consists of deep-pocketed pension
funds and other institutional inves-
tors, and it commands access to
some of the biggest hedge funds,
such as SAC Capital Advisors and Tu-
dor Investment Corp., people famil-
iar with the business say.

It isn’t clear how much CIC will al-
locate to hedge funds in total. In the
past, CIC officials have said they
plan to farm out up to $80 billion to
asset managers. Alternative invest-
ment managers, such as private-eq-
uity firms and hedge funds, are
likely to get a chunk of that capital.

The influx of cash would be
highly welcomed by the $1.3 trillion
global hedge-fund industry, which
has had a brutal run amid the tumul-
tuous markets since early 2008.
Still, the move doesn’t necessarily
mark a trend toward more global in-
vestments by sovereign wealth
funds. Temasek Holdings Pte. Ltd.,
Singapore’s state-owned invest-
ment firm, this year has moved to fo-
cus more on Asia investments, sell-
ing off big stakes in Bank of America
Corp. and Barclays PLC at losses of
several billion dollars.

CIC, meanwhile, is ramping up ac-
tivity. In recent weeks the fund has
doubled down its bet on Morgan

Stanley, done a real-estate deal in
Australia, and launched a push to
hire more staff from overseas.

CIC Chairman Lou Jiwei is wor-
ried that his fund may be missing
the opportunity to strike deals near
the bottom of the market, according
to people who work closely with the
Chinese fund. That is a reversal in at-
titude from December, when Mr.
Lou said he didn’t have “the cour-
age” to invest in the developed
world’s financial institutions be-
cause “we don’t know what trouble
they are in.”

CIC, like other sovereign-wealth
funds, was hit by the financial crisis
after it committed to Blackstone
two years ago at the peak of the mar-
ket, and after it put a further $5.6 bil-
lion in Morgan Stanley convertible
securities in late 2007. The value of
that investment also plunged in the
depths of last year’s financial crisis.

But earlier this month, CIC
plowed an additional $1.2 billion
into Morgan Stanley as part of a $2.2
billion offering by the Wall Street
firm to repay government funds.

On Tuesday, CIC struck its first
known property deal. The fund
agreed to commit 200 million Aus-
tralian dollars (US$158.9 million) to
a financing facility for Goodman
Group, Australia’s largest industrial-
property trust, alongside Australian
lender Macquarie Group Ltd.

CIC has already parked capital
with private-equity funds, including
committing $3.2 billion toward a $4
billion fund managed by J.C. Flow-
ers & Co. to hunt for opportunities
among financial institutions.

Takeo Sumino

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
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By Jenny Strasburg in New York
and Rick Carew in Hong Kong
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U.K. economic data show
hurdles remain to recovery

U.S. faces twin threat:
unemployment, deficit
Difficulty of fixing
both woes presents
problem for Obama

By Alessandra Galloni

PARIS—A Swiss court sen-
tenced the former lover of French
financier Edouard Stern to 8µ
years in jail for murder after she
confessed to shooting him during
an argument while the two were
having sex and he was tied to a
chair in a flesh-colored latex bod-
ysuit.

Cécile Brossard testified dur-
ing the trial that she had flown
into a rage when, while the
two were together one
evening in February 2005,
Mr. Stern had suggested
she was a prostitute.

“A million dollars is a
lot to pay for a whore,” Mr.
Stern allegedly said, ac-
cording to Ms. Brossard’s
testimony to the court,
which was confirmed by
lawyers. The words
prompted Ms. Brossard to
reach into a drawer for a
gun and shoot her lover four times
in the head and chest, according to
her testimony.

Ms. Brossard, who has spent
four years in pretrial detention,
won’t appeal her sentence, law-
yers said Thursday. Under Swiss
law, she can apply for a reduced
term that may allow her to leave
prison as early as next year.

“We are satisfied with the rul-
ing,” said Catherine Chirazi, a law-
yer for Mr. Stern’s family. “His fam-
ily hopes people will stop talking
about the case and tarnishing his
memory.”

Mr. Stern’s murder four years
ago shocked the close-knit world
of European finance. Fifty years
old at the time, Mr. Stern was one
of Europe’s richest men, a shrewd
financier who had amassed a $1 bil-
lion fortune through a series of
clever business deals.

Early in his career, he had
ousted his father from the family-
owned bank, Banque Stern. In
1992, he was hired by his powerful
father-in-law, Michel David-Weill,

the head of investment
bank Lazard, but ended
up arguing with him and
left the bank five years
later. Around the same
time, Mr. Stern was di-
vorced from Mr. David-
Weill’s daughter, with
whom he had three chil-
dren.

At the time of his
death, Mr. Stern was head-
ing a Geneva-based fund
called Investment Real Re-

turns. He was also entangled in a le-
gal battle over a failed investment
in a French chemicals company—a
dispute that friends and associ-
ates said at the time had led him to
believe his life was in danger.

On March 1, 2005, Mr. Stern’s
body was found in a pool of blood
next to his bed. Ms. Brossard, an
artist who was 36 years old at the
time, turned herself in to police
two weeks later and confessed to
the murder.

According to testimony given
during the trial, the couple had al-
ways had a stormy relationship,

but tensions heightened when, in
early 2005, Mr. Stern had depos-
ited $1 million in Ms. Brossard’s
bank account—and subsequently
frozen the money. Ms. Brossard,
through her lawyer and in testi-
mony during the trial, has said she
considered the money proof of Mr.
Stern’s love for her—and was dev-
astated when he blocked it.

During the trial, prosecutors ar-
gued that Ms. Brossard had killed
Mr. Stern for money. But Ms. Bros-
sard argued that, while the couple
had argued about the bank ac-
count, she hadn’t killed the finan-
cier for money. Throughout the
trial, she said she would always
love Mr. Stern.

Defense lawyers had pleaded
that Ms. Brossard committed a
crime of passion, which carries a
lower jail sentence than murder.
The jury didn’t accept the crime of
passion argument, but did take
into account a psychiatric profile
of Ms. Brossard as an “anxio-de-
pressive person with a heavy fam-
ily history,” said Ms. Chirazi, one
of Mr. Stern’s lawyers.

In addition to her jail sentence,
Ms. Brossard will have to pay one,
symbolic Swiss franc to Mr.
Stern’s children for “moral dam-
age” and 217,000 Swiss francs
($201,000) to the court to cover le-
gal proceedings. Ms. Brossard has
also handed over the $1 million to
Mr. Stern’s family, Ms. Chirazi
said.
 —David Gauthier-Villars

contributed to this article.

Stern’s former mistress sentenced
ECONOMY & POLITICS

Edouard Stern

By Jonathan Weisman

WASHINGTON—President Barack
Obama is facing a dilemma: the U.S.
public identifies both rising unem-
ployment and soaring budget deficits
as their top policy concerns, over
health care and over war.

But fixing one is almost certain to
worsen the other.

Mr. Obama can ill afford to lose
public support on the eve of the big-
gest political fights of his presidency,
over health care, energy and financial
re-regulation. But three separate
polls this week, including one from
The Wall Street Journal, have raised
red flags at the White House that the
president, though still personally pop-
ular, is losing some ground with the
public on his economic policies.

Officials concede there is little he
can do to please everyone, given the
economic Catch-22. If he heeds con-
cerns on the deficit and pulls back on
economic stimulus, he risks choking
off the “green shoots” of what may
be a fledgling recovery. Mr. Obama
said this week he expects the U.S. un-
employment rate to reach 10% this
year, but without sustained stimulus
spending, it could shoot even higher
as he and his party prepare for mid-
term elections.

But that sustained push threatens
to push the budget deficit over the $2
trillionmark, a percentage of the econ-
omy not seen since World War II.

“Traditionally people haven’t paid
enough attention to looming fiscal cri-
sis in this country, so people seem to
be waking up,” said R. Glenn Hub-
bard, who was chairman of the White
House Council of Economic Advisers
when President George W. Bush
pressed forward with tax cuts in the
face of rising deficits. “The issue the
administration faces here is a trade-
off between short-term budget help
to fix the economy and long-term defi-
cit control.”

In a Wall Street Journal/NBC
News poll released this week, 58%
said the president and Congress
should worry more about keeping the
budget deficit down, even though

such action may mean a longer reces-
sion and slower recovery. Just 35%
said they favored boosting the econ-
omy, even though it might mean
larger budget deficits.

Democrats are more evenly split,
with 50% favoring boosting the econ-
omy, and 42% urging a deficit focus,
while Republicans are overwhelm-
ingly more concerned about the red
ink. But independents are breaking
with the president’s priorities: By
2-to-1, that politically pivotal group
would rather see the White House
and Congress bring the deficit un-
der control.

That said, 31% of those polled
identified job creation and economic
growth as the highest priority for
the federal government to address,
by far the biggest priority. The defi-
cit and government spending came
next, at 19%.

Given the public’s conflicting im-
pulses, the White House is urging
Americans to stay the course. Chris-
tina Romer, chairman of the White
House Council of Economic Advisers,
cited the lessons of the Depression. In
the opening years of Franklin
Roosevelt’s New Deal, annual eco-
nomic growth averaged over 9%. Un-
employment fell from 25% to 14%.

Then came 1937, when a large bo-
nus for World War I veterans came to
an end, Social Security taxes were col-
lected for the first time, and the Fed-
eral Reserve Board, looking for an
“exit strategy,” began reining in the
money supply. The budget deficit fell,
by about 2.5% of the gross domestic
economy, but unemployment leapt
back to 19%.

“The urge to declare victory and
get back to normal policy following an
economic crisis is strong. That urge
needs to be resisted until the econ-
omy is again approaching full employ-
ment,” Ms. Romer wrote Thursday in
the Economist magazine. “If the gov-
ernment withdraws support too
early, a return to economic decline or
even panic could follow.”

The real dilemma could come late
this year or early next, if it becomes
clear a recovery is stalled but rising
long-term interest rates make an-
other stimulus plan a gamble, cau-
tioned Martin Baily, a former chair-
man of President Bill Clinton’s Coun-
cil of Economic Advisers who was
skeptical of the $787 billion stimulus
plan that ultimately passed.

By Laurence Norman

LONDON—The U.K. economy has
shown signs of a revival recently,
but insufficient bank lending, a new
slump in retail sales and soaring gov-
ernment deficits pose obstacles to a
solid and sustained recovery.

A day after Bank of England Gov.
Mervyn King warned the government
needed to set out a clear path for con-
trolling the public debt, he Office for
National Statistics said net borrow-
ing by the public sector reached a
record £19.9 billion ($32.6 billion) in
May, from £12.2 billion a year earlier.

Central governmentcurrent tax re-
ceipts fell 10.8% from a year earlier in
May, while current expenditure grew
7.4%.On Wednesday, Finance Minis-
ter Alistair Darling sought to calm in-
vestor nerves about the U.K.’s soaring

deficits, saying he will keep the public
finances on a sustainable mid-term
path. He also promised to set aside
the proceeds from the eventual sale
of the government’s stakes in leading
U.K. banks for debt reduction. The
government expects its net debt to
double over the next few years.

But James Knightley, U.K. econo-
mist at ING, said surging borrowing
“will only increase pressure on the
government to cut spending growth
further and raise taxes, which will
limit the potential strength of the
economic recovery over the next
couple of years.”

Separately, the statistics office
said retail sales in May fell 0.6% from
April and 1.6% from last May. The
Council for Mortgage Lenders, mean-
while, said gross lending fell in May to
£10.3 billion from £10.5 billion in April.
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The real need:
a new scorecard
Leverage as vital as rates

in economic cycles, yet

no one is watching over it

By Scott Patterson

Regulators crafting new
rules for the financial system
also will need to develop tools
to track one cause of the recent
turmoil: leverage.

In 2006, the height of the
boom, a bank purchasing a tri-
ple-A mortgage security valued
at $100 needed to put up just
$1.60 in cash—the rest could be
borrowed. Home buyers could
get a mortgage with a 5% de-
posit, sometimes even less. In-
surers such as American Inter-
national Group sold bets
known as derivatives to book
fees for promises they ulti-
mately couldn’t keep, a hidden
form of leverage.

Trouble is, there isn’t a
mechanism that monitors and
publishes leverage in detail and
systemwide. The Federal Re-
serve, closely focused on inter-
est rates, tracks banks’ fund
flows but not daily leverage ra-
tios at banks or hedge funds.

Leverage is as important as
interest rates in fueling eco-
nomic cycles, says Yale Univer-
sity economist John Geanakop-
los, who has spent 15 years
studying “leverage cycles” in
the economy.

His solution: Regulators
need to gather detailed, daily
data directly from market par-
ticipants such as banks and
hedge funds—and, more impor-
tant, publish it in the aggre-
gate. For instance, what is the
average amount of collateral
firms need to post to purchase a

subprime-mortgage bond?
With such information

readily available, investors and
regulators could know whether
the system is getting tipsy on le-
verage, he says.

“If everyone knows how le-
veraged everyone else is, it can
make them nervous,” causing
investors to curb risk, said Mr.
Geanakoplos, who also works
for a hedge fund, Ellington Man-
agement Group.

The Obama administration’s
white paper on financial-mar-
ket changes is peppered with
comments on leverage, so
clearly officials are focused on
the issue. One hurdle to greater
transparency into systemic le-
verage could be getting banks
and hedge funds to divulge
highly guarded data.

Richard Bookstaber, a risk
manager who has worked at
these firms and who recently
testified before Congress on
how to monitor systemic risk,
estimates that targeting the
largest financial institutions
will cover roughly 80% of the
risk.

“If you get 80% of the risk,
you’re going to be able to detect
what’s systemic,” he said.

Email: tape@wsj.com

AHEAD OF THE TAPE

By Deborah Levine

NEW YORK—The 10-year bench-
mark Treasury fell more than a
point Thursday, the first decline in
six days, after reports on jobless
claims and manufacturing pointed
to improvements in the economy.

The 10-year note ended down
1 16/32 at 94 7/32 to yield 3.831%, its

highest yield since
June 12. Yields
move in the oppo-

site direction as prices. The two-
year note was down 5/32 at 99 9/32,
for a 1.249% yield.

Prices fell after the Labor Depart-
ment said continuing claims for job-
less benefits declined to the lowest
since early May, buoying hopes that
the labor market is showing signs of
improvement. Continuing claims
fell by 148,000 to 6.68 million dur-
ing the week ended June 6., the low-
est level in about a month.

“It’s a less-bad number and you
have to have less-bad numbers be-
fore you have a good number,” said
Joseph Balestrino, a senior portfo-
lio manager at Federated Invest-
ment Management who oversees
about $7 billion. “Bond yields went
immediately higher.”

Also putting pressure on prices,
the Treasury Department said it will
auction $104 billion in debt next
week. Traders often sell existing
holdings of debt to have cash to buy
the newest, most-liquid securities.
That also pushes up the yield so they
get a better price.

The government will sell $40 bil-
lion of two-year notes on Tuesday
and $37 billion in five-year notes the
following day. On Thursday, $27 bil-
lion in seven-year notes will end the
auctions. The amounts of five- and
seven-year debt are the most ever
for those securities and more than
expected by Wrightson ICAP, a re-
search firm specializing in govern-
ment debt.

Market participants also noted
some selling from mortgage servic-
ers and managers of mortgage-
backed securities, or MBS, portfo-
lios amid the down trade in the MBS
market. Rising bond yields length-
ened the average maturity of their
MBS portfolio. To hedge against
this, they tend to sell Treasurys, add-
ing more downward pressure on
bond prices. Such hedging also
pushed up swap rates and widened
their spreads against Treasury
yields considerably.

‘Less-bad’ labor figures
were bad for Treasurys

Some Italian banks under review

Libor no longer just London
BBA says banks
outside U.K. capital
now can offer quotes
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Lofty leverage 
Financial-sector borrowing

By Adam Bradbery

LONDON—The British Bankers’
Association said Thursday it has
started to allow banks operating out-
side London to contribute quotes
for its unsecured interbank lending
rates in a bid to keep its rates as rep-
resentative of bank borrowing costs
as possible.

The London Interbank Offered
Rates have, since the mid-1980s, rep-
resented the average cost for a bank
trading in London to borrow cash.

The new definition is the average
rate at which a bank can access
those funds in the London money
markets, no matter where they ac-
cess those funds from. The rates,
which are set in London each morn-
ing for 10 currencies and 15 maturi-
ties, are used as a price reference on
an estimated $350 trillion of finan-
cial contracts, such as derivatives,
around the world.

The change in definition will
open up the number of banks to in-
clude those that are highly active in
the London money markets but deal
out of their domestic headquarters.
This comes at a time when some
banks on the contributing panels
have merged and some foreign
banks have reduced their overseas
operations to save costs during the

financial crisis and economic down-
turn.

“This is being done so we don’t
lose contributors who may in the
current financial climate decide
they wish to consolidate their opera-
tions,” said John Ewan, a director at
the BBA. “There are plenty of banks
which are very similar to the other
Libor banks that can’t currently
quote because the may not be physi-
cally located in London,” he added.

In June last year, the BBA com-
mitted to expand the panels of
banks which contribute to its rates
as part of a package of reforms de-
signed to lift confidence in its rates.
The BBA said it won’t go out and ask
banks to become contributors but
expects interest in quoting to
emerge from the banks themselves.

MONEY & INVESTING

By Sabrina Cohen

MILAN— Moody’s Investors Ser-
vice put 21 of Italy’s banks under re-
view for possible downgrades Thurs-
day, although analysts and inves-
tors remained confident in the abil-
ity of the country’s banks to cope
with the financial crisis.

“The possible downgrade of Ital-
ian banks by Moody’s was widely ex-
pected by the market,” said GestiRE
asset manager Giampaolo Rivano,
as bank shares held steady follow-
ing the Moody’s report. “However I
wouldn’t rule out some negative im-

pact from the news on banks’ bond
prices in coming days.”

Intesa Sanpaolo SpA said in a
statement that the rating agency
confirmed the bank’s long-term and
short-term rating with a stable out-
look and revised to negative from
stable the single-B-minus rating of
the bank’s financial strength.

On the positive side, Moody’s af-
firmed the long-term debt and de-
posit ratings and bank financial
strength ratings of 20 other Italian
banks. In May the agency changed
its outlook for the Italian banking
system to negative from stable.

In Milan, shares in Intesa Sanpa-
olo closed up 1.3% at Œ2.34 ($3.27),
and UniCredit SpA was 4.6% higher
at Œ1.83.

Moody’s comment also softened
the blow from the possible down-
grades. “While expecting increased
pressure on many banks’ financial
fundamentals we also believe that
the likelihood of support by the Ital-
ian government has increased dur-
ing this period of exceptional sys-
temic stress in the banking sectors
globally,” said Henry MacNevin,
team leader for Moody’s Italian
bank ratings.
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By Samantha Shields

TBILISI, Georgia—Georgia’s
economy, which had been bolstered
by a flood of donor money after Au-
gust’s war with Russia, has finally
succumbed to recession, Prime Min-
ister Nika Gilauri said in an inter-
view. But he said he is confident the
country will return to growth next
year.

“The current situation is defi-
nitely not great, but I’m not worried
because we see where we’re going,
we have a very concrete plan and we
know the situation,” said Mr. Gilauri,
who predicts the economy will
shrink by 1.5% this year and return to
growth of about 1.2% in 2010.

The downturn puts the spotlight
on the effects of a domestic political
standoff that has been dragging on
for two months. The turmoil is
widely seen as hurting prospects for
restarting the flow of foreign direct
investment that made the country a
dynamo in the region after the 2003
Rose Revolution that swept Presi-
dent Mikheil Saakashvili to power.

Foreign investment helped
growth soar to 12.4% in 2007, before
slowing to 2.1% last year. On Wednes-
day, Georgia’s statistics office said
total foreign direct investment in
the first quarter of this year
dropped to $124.7 million from
$537.8 million in the year-earlier pe-
riod.

Street protesters have been camp-
ing out and blocking roads in central
Tbilisi since April 9 in support of a co-
alition of parties calling for Mr.
Saakashvili to step down because of
what they see as his increasing au-
thoritarianism.

The numbers of protesters have
dwindled, but disruption and uncer-
tainty rumble on. On Monday, Geor-
gian police clashed with a few dozen
protesters, beating them with trun-
cheons and seizing some photogra-
phers’ cameras. Deputy Foreign Min-
ister Eka Zguladze said 39 protest-
ers were arrested and apologized to
journalists who had equipment
seized.

Talks aimed at ending the stale-
mate have failed, with Mr. Saakashvili
steadfastly refusing to leave office be-
fore his term ends in 2013 and opposi-
tion leaders refusing to budge on that
demand.

While opposition leaders say the
onus is on Mr. Saakashvili to resolve
the situation, the government puts
blame on the protesters for the eco-
nomic slide.

“There was a [downward] turn-
around in the Georgian economy in
April and May,” Mr. Gilauri said.

“You can blame it on anything you
want, but the fact is that it coincided
with the internal political situa-
tion.”

Both the protests and the eco-
nomic decline are the result of the
government’s failed policies, said
Irakly Alasania, Georgia’s former am-
bassador to the United Nations, seen
as the most moderate of the opposi-
tion leaders.

Companies operating in the coun-
try also say the political upheaval is
damping the business climate. “The
battle that’s yet to be fought is get-
ting the foreign investors to start
coming in again, and anything that in-
terferes with that needs to be dealt
with quickly so that we’re not ham-
pered when opportunities arise again
in the world-wide market,” said
David Lee, general director of Magti-
Com, a U.S. company that is a major
mobile telecommunications provider
in Georgia.

The country is in a better posi-
tion than many of its neighbors in
Eastern Europe because before the
financial crisis it didn’t run up defi-
cits that made its currency vulnera-
ble, and it hasn’t suffered a banking
collapse.

The International Monetary
Fund’s senior representative in Geor-
gia, Edward Gardner, also sees a 1.5%
contraction in Georgia’s GDP in
2009, citing the global downturn
and the internal political woes. He
said the IMF currently forecasts 2%
growth for 2010 but that it is “look-
ing more carefully” at this progno-
sis.

The IMF expects foreign direct in-
vestment in Georgia to drop by
about a third to just over $1 billion
this year, from $1.56 billion in 2008.
Mr. Gilauri said the shortfall would
be met in the near term by the re-
mainder of the $4.5 billion in donor
money pledged to Georgia’s $12 bil-
lion economy after the war ended.

Some $1.8 billion of the donor
money has been contracted and an ad-
ditional $1.6 billion will be allocated
before the end of the year, Mr. Gilauri
said, adding that he doesn’t expect a
need for more aid.

Mr. Gilauri said Georgia plans to
tempt investors back by emphasiz-
ing the country’s strategic location
as an energy corridor between Tur-
key, Azerbaijan and Russia, and its
favorable customs and tax regula-
tions.

He said the government would
also concentrate on trying to attract
foreign companies by developing in-
dustrial zones where producers are
exempt from taxes or customs du-
ties.

Hungary may need buffer
Prime minister says
recovery is fragile,
could extend IMF aid

Georgia is in recession
as investment dries up

By Margit Feher

BUDAPEST—Hungary’s prime
minister said his country could need
to extend its $25 billion credit line
from the International Monetary
Fund and European Union after it ex-
pires next year, if financial markets
see another relapse.

Gordon Bajnai said in an inter-
view that he hoped Hungary would
be able to manage without continued
international aid. He pointed to re-
turningconfidenceinHungarianmar-
kets, which were hammered earlier
thisyearas the national currency,the
forint, tumbled and investors fled.

“Our job is to stabilize with fur-
ther measures the still-fragile recov-
ery in investor sentiment and to
show that Hungary has understood
the message of this crisis,” Mr. Ba-
jnai said. But he acknowledged that
Hungary might need a continued
buffer if financial markets undergo
a new pullback that makes it diffi-
cult for the government to raise
money in capital markets.

“Should the force majeure sce-
nario return to financial markets,
Hungary may need to continue its
IMF-EU program,” he said. “We
have time to decide about that some-
time in the autumn when we see
how markets develop,” he added.

Hit by last year’s market turmoil
becauseof its large fiscal deficits and
foreign-currency debt, Hungary was
the first EU country to request help
from international organizations.

To avert a deeper banking crisis,
Hungary in October secured a $25.1
billion standby credit line from the
IMF, the EU and the World Bank,
which is set to expire in March 2010.
The economy is expected to contract
6.7% this year and a further 0.9% in
2010, as a collapse in demand in
Western Europe stifles exports.

The Hungarian forint has risen
against the euro after plummeting to
a record low in early March. Hungar-
ian debt also is now deemed less

risky. The annual cost of insuring $10
million of Hungarian government
debt against default for five years
was quoted at $378,000 Wednesday,
down from $636,000 in March.

Mr. Bajnai, who says he plans to
stay in power only until the spring
2010 general elections, is a former
businessman without party affilia-
tion, but rules with a Socialist minor-
ity in government.

Since being appointed to his post
in April after the previous premier
resigned, Mr. Bajnai’s stewardship
has restored some stability to a coun-
try that has been pooled with Ice-
land and Latvia as being among Eu-
rope’s riskier markets.

Turmoil’s toll
A drop in the foreign direct investment that powered growth in the past is 
playing a part in dragging down the country's economy.

*ForecastSources: Georgian government (FDI, GDP through ’08); IMF (forecasts)
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Hungarian Prime Minister Gordon Bajnai says his country could need to extend its
$25 billion credit line after it expires next year if financial markets see a relapse.

ECONOMY & POLITICS

Bl
oo

m
be

rg
N

ew
s

W

OR
LD
N
EW
S

P
O
LI
T
IC
S

O
P
IN
IO
N

M
AR
KE
TS

HEARD ON THE STREET

TECH
N
O
LO
G
Y

R
E
TA
IL

LIFE
&
STYLE

Has your world changed?

So has ours. The Europe edition of WSJ.com brings you unrivalled reporting,
analysis and data from around the world, and a focus on events across Europe.

In this world, knowing more than the next person really matters.
Visit europe.WSJ.com

Understand your fast changing world

10 FRIDAY - SUNDAY, JUNE 19 - 21, 2009 T H E WA L L ST R E ET JO U R NA L .

By Sarah Turner

MARKETWATCH.COM

LONDON—Financial stocks
jumped higher Thursday, fueling a
broad advance in Europe after data
revived optimism on the economy

and Dutch financial
conglomerate ING
Groep scored a bro-
ker upgrade.

The pan-Euro-
pean Dow Jones Stoxx 600 index
climbed 0.5% to close at 205.64.

Banks are perceived to be some
of the stocks most leveraged to any
improvement in the economic back-
drop. In Dublin, Bank of Ireland
shares jumped 7.9%. In Zurich,
Credit Suisse Group shares climbed
5.2%.

In Amsterdam, ING Groep

jumped 8% after it was upgraded to
“buy” from “neutral” and added to
the Goldman Sachs “conviction-
buy” list.

In London, the FTSE 100 index ad-
vanced 0.1% to close at 4280.86.
Lender Lloyds Banking Group rose
3.3% after it was upgraded to “neu-
tral” from “underperform” at Mac-
quarie Group.

In Frankfurt, the DAX index rose
0.8% to finish at 4837.48. Shares of
HeidelbergCement jumped 17% as it
completed its debt refinancing.

Pfleiderer shares dropped 11% af-
ter the German flooring firm said
first-quarter sales volumes and
prices were below levels seen a year
ago.

In Paris, the CAC-40 index
gained 1% to end at 3194.06.
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Fund managers are 
bringing a mix of work 
and play to read while on their 
summer vacations. From left, Kurt Vonnegut’s ‘A Man 
Without a Country,’ Prince Philip’s ‘Competition 
Carriage Driving’ and Philip Augur’s ‘Chasing Alpha.’
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Summer reading: from finance to football
Fund managers
share their choices
for pool, African bush

Some of Europe’s senior fund man-
agers reveal which books they will be
reading this summer on the beach, by
the pool or in the African bush.

Elizabeth Corley
Chief Executive
Allianz Global Investors Europe

I will be reading “Chasing Al-
pha: How Reckless Growth and Un-
checked Ambition Ruined the City’s
Golden Decade” by Philip Augar.

These are historical times and
the key is to learn from them. This is
a contemporaneous and challenging
perspective on what went right and
why it went wrong. I may not agree
with all the arguments and it’s not
exactly relaxing reading... but.

The book I’ll be choosing for re-
laxation is: “The City and The City”
by China Miéville. I’m a huge fan of
his trilogy and have been awaiting
his next work with impatience be-
cause of his ability to create credi-
ble, deep, alternative realities with
crossovers into our world.

Karine Hirn
Co-founder and partner
East Capital

I got “Sacred Games” by Vikram
Chandra as a birthday present in
April from my brother Frédéric and
I have been waiting to get enough

time to read it as it is more than
1,000 pages. It seems to be a fascinat-
ing mix of literary genres, and has
been proclaimed as one of the great-
est Indian novels ever.

I will hopefully get some free time
from my family to enjoy it, sitting by
the Baltic Sea in our cottage in the
Finnish archipelago to mentally trans-
pose myself to a dramatically differ-
ent setting.

Paul Abberley
Chief Executive
Aviva Investors, London

Easily bored on a sun lounger, I
tend to take between four to six
books on holiday and read them in
parallel. This year they will include
Jeroen Smit’s “The Perfect Prey:
The Fall of ABN Amro, or: What Went
Wrong With the Banking Industry.”

Also, “10,000 Ways to Die: a Di-
rector’s Take on the Spaghetti West-
ern” by Alex Cox, on the revitalisa-
tion of the Western genre in Europe
during the 1960s. While in no way a
film buff, I have a keen interest in
the Western theme as a window into
America’s psyche.

Alan Brown
Chief Executive
Schroders

Having just returned from Water-
stone’s, I chose: “Grumpy Old Bank-
ers: Wisdom from Crises Past” by
Andrew Hilton, John Reed, Sir Jer-
emy Morse, Brian Pearse, Martin Ja-
comb and Henry Kaufman. I wanted
to read the perspectives of wise men
with experience of other crises.

“Dreams From My Father” by
Barack Obama. Mr. Obama’s elec-
tion was a defining moment. I
wanted to understand the man.

“Competition Carriage Driving”
by Prince Philip. Carriage driving is
a hobby.

Hendrik du Toit
Chief Executive
Investec Asset Management

“After Mandela: The Battle for
the Soul of South Africa” by Alec
Russell.

“India after Gandhi” by Ram-
achandra Guha.

“The End of the Line: How Over-

fishing is Changing the World and
What We Eat” by Charles Clover.

Most importantly, I will be spend-
ing some time with my son in the Af-
rican bush.

Helena Morrissey
Chief Executive
Newton Investment Management

“Lecturing Birds on Flying: Can
Mathematical Theories Destroy the
Financial Markets?” by Pablo Tri-
ana. According to the blurb, this
book dispels the myth that “the
model is right, the market is
wrong”—I hardly need convincing,
but am interested in Triana’s thesis.

“Transcendental Realism: The
Image-Art of Egoless Coincidence
with Reality Itself” by Adi Da Sam-
raj. While I am not a devotee, the
works of Adi Da Samraj—both writ-
ten and artistic—are profoundly in-
spiring. He was a remarkable philos-
opher and teacher.

“A Man Without a Country” by
Kurt Vonnegut. My husband bought
and read this some time ago and he
says I will enjoy it.

Paul Knox
Head of U.K. Wealth Advisory
J.P. Morgan Private Bank

“Be the Change: Candid Conversa-
tions with the World’s Most Success-
ful Philanthropists” by Lisa Endlich.
Interviews with notable philanthro-
pists, from Melinda Gates and Connie
Duckworth to Paul Tudor Jones.

High-net-worth individuals need
to think more strategically about
their giving as they endeavour to
maximize the impact of their gift
and I feel Lisa’s narrative will pro-
vide a great insight into the world of
like-minded people.

Bernard Henshall
Director, Multimanager
Scottish Widows Investment Part-
nership

A blend of classic finance studies
and sporting biographies. A fine ex-
ample in the latter category is [“An-
field Iron”] the autobiography of
Tommy Smith, the famous teak-
tough Liverpool defender and win-
ner of the European cup.
 —From Financial News

Banks push indexes up
as optimists hold sway

AIG picks two banks for IPO
By Rick Carew

And Amy Or

HONG KONG—American Inter-
national Group Inc. tapped Mor-
gan Stanley and Deutsche Bank
AG to take the lead role underwrit-
ing an initial public offering of its
Asian life-insurance unit, which is
expected to raise more than $5 bil-
lion, people familiar with the situa-
tion said.

The assignment could generate
hundreds of millions of dollars in
fees for the investment banks in-
volved in the listing of American
International Assurance Co. AIG
plans to list the Asiawide opera-
tion in the region during the first
quarter of next year, and the most
likely venue will be Hong Kong’s
stock exchange.

Listing AIA in Asia will be a
milestone in AIG’s effort to divest
assets. An earlier auction of the
unit failed to attract sufficiently
high bids for a business with more
than $60 billion in assets, 20 mil-
lion customers and an estimated
value of around $20 billion as of
Nov. 30, according to confidential
documents drawn up by AIA and
Blackstone Group, an adviser on
the IPO. At least some proceeds
from the IPO will go toward repay-
ing the Federal Reserve after it
bailed out AIG last year.

Investment banks in the region
depend heavily on Asia’s IPO market
for revenue, which took a big hit
when share offerings dried up last
year. This year, a string of follow-on
offerings and smaller IPOs have
kept bankers busier, but the AIA
deal would dwarf all of them in
terms of fees. The only other deal of

similar size on the horizon is an IPO
for Agricultural Bank of China, ex-
pected sometime next year.

The last Asian IPO to raise more
than $5 billion was China Railway
Construction Corp.’s US$5.7 bil-
lion offering in March 2008, ac-
cording to data provider Dealogic.

Investment banks pitched hard
for the deal, bringing top brass
from New York and London to
Hong Kong last week to argue
their case during two days of inter-
views with a panel of Federal Re-
serve, AIG, and AIA officials. Deut-
sche Bank’s presentation was led
by London-based Michael Cohrs,
the German bank’s head of global
banking. Credit Suisse Group’s in-
vestment-banking chief executive,
Paul Calello, pitched for his bank
and J.P. Morgan Chase & Co.’s co-
head of investment banking, Bill
Winters, lobbied in an effort to
win the business, according to peo-

ple familiar with the situation.
A person involved in the pro-

cess said Deutsche Bank and
Credit Suisse made strong pitches,
surprising many observers who
thought Goldman Sachs Group
Inc. and Citigroup Inc. were more
likely candidates. The two advised
AIG in the unsuccessful attempt
earlier this year to auction off AIA,
giving them a greater familiarity
with the assets.

In the end, Morgan Stanley and
Deutsche Bank emerged on top,
though other banks are expected
to earn smaller roles as bookrun-
ners, which should still generate
substantial fees. One banker esti-
mated that fees for global coordi-
nators could be nearly double
those for bookrunners.

The Federal Reserve nominated
Morgan Stanley as a global coordina-
tor because of the bank’s role advis-
ing the Fed on all AIG-related mat-
ters.

More surprising was the selec-
tion of Deutsche Bank, which was
seen as a dark-horse candidate be-
fore last week’s interviews. Deut-
sche Bank has long had a strong pres-
ence in Asian foreign exchange and
other trading businesses, but only
recently has it pushed to build up an
investment-banking franchise in
Asia. Deutsche Bank advised AIG on
the sale of its Philippines franchise
before AIG scrapped that sale in fa-
vor of integrating it into AIA.

Founded in Shanghai in 1919,
AIA’s business covers 13 markets in
the Asian-Pacific region, including
Australia, Hong Kong, India and
South Korea. It is also the only for-
eign insurer holding a wholly owned
insurance license in mainland
China.
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The big one
Five largest Hong Kong IPOs

Note: Doesn’t include portions of dual IPOs 
issued in Shanghai

Source: Dealogic
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By Luke Jeffs

London Stock Exchange Group
PLC has taken the unusual step of re-
ducing the units that are used to
price a share—a move designed to
fend off two fledgling rivals.

The LSE told clients Thursday
that it will reduce the “tick
sizes”—which are the units in
which share prices are quoted—on
14 of its most liquid stocks from
June 22. The move is in response to
similar reductions by rival trading
platforms known as multilateral
trading facilities, which offer high-
tech services and have stolen mar-

ket share from Europe’s incumbent
exchanges over the past year.

Cutting tick sizes is controver-
sial because Europe’s exchanges and
multilateral trading facilities previ-
ously had effectively standardized
tick sizes, which simplified compari-
sons between the various markets.

Smaller tick sizes allow MTFs
and exchanges to beat rivals with
tighter spreads—the difference be-
tween the price a seller is seeking
and that which a buyer will pay. In
theory, this allows trades to be
matched more quickly, driving
down costs and boosting volume.

—From Financial News

LSE says it will reduce tick sizes
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