
THE ART OF THE DEAL: Pablo Picasso’s “Homme a l’epee” sold for $9.4 million, within its $8.1 million
to $11.4 million estimate, at Christie’s sale of Impressionist and modern art. Page 28.
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Editorial&Opinion

By Michael Crittenden

WASHINGTON—Federal
Reserve Chairman Ben Ber-
nanke faced open hostility
from lawmakers as he de-
fended the U.S. central bank’s
actions during tense negotia-
tions with Bank of America
Corp. over the acquisition of
Merrill Lynch & Co.

Dispensing with the defer-
ential tone usually reserved
for Fed chairmen, lawmakers
on the House Committee on
Oversight and Government
Reform at a hearing
Thursday inter-
rupted Mr. Bernanke
and grilled him on
how much pressure
the Fed exerted on
Bank of America to
complete a deal that
led to a $20 billion
government bailout
of the bank.

The hostility
comes after months
of disquiet about the
Fed’s increasing role
in the U.S. economy, fostered
by many of the emergency
moves it made during the
height of the financial crisis.
Much of the outcry is politi-
cally motivated—House Re-
publicans in particular seek
to demonstrate their opposi-
tion to the financial-sector
bailout—but there are also
some substantive questions,
namely whether the central
bank should be more open in
its dealings.

The timing is poor for both
the chairman and the central
bank. Mr. Bernanke’s current
termasFedchiefexpiresinJan-
uary. President Barack Obama
hasn’t indicated whether he
will ask Mr. Bernanke to re-
main in the post. The White
House reiterated Thursday
thatMr.Obama hasconfidence
in Mr. Bernanke and no con-
cerns about the Fed’s role in
the Bank of America deal.

The Bank of America issue
could also cast a shadow over
the Fed’s efforts to lobby law-
makers as Congress takes on a
wholesale revamp of the U.S.
regulatory structure. The
Obama administration’s pro-
posal calls for the Fed to take
on vast new power to oversee
systemic risk, but officials’ ac-
tions during the tumult at the
end of last year could sour en-
thusiasm among lawmakers
forgivingthebanksuch power.

Usually, the Fed chief goes
to Capitol Hill to take ques-
tions on monetary policy and
the economic outlook. But the
economy was barely touched

on at Thursday’s hearing.
Instead, lawmakers criti-

cized the Fed as an agency
that has too much power and
yet too little transparency.
They questioned whether the
Fed should become an uber
regulator of the financial sys-
tem as envisioned by the
Obama administration.

“It’s time to yank the
shroud off the Fed and shine
some light on these events,”
said committee Chairman Ed-
olphus Towns (D., N.Y.). “I be-
lieve thatbefore Congress acts

on the president’s fi-
nancial-services re-
form proposal, we
need to have a thor-
ough understanding
of what caused the
current financial cri-
sis and how the fed-
eral government re-
sponded.”

Lawmakers fo-
cused on one central
issue: claims by
Bank of America

CEO Kenneth Lewis that offi-
cials threatened to oust man-
agement if they abandoned
the Merrill Lynch deal.

“Did you personally tell
Mr. Lewis that you would fire
him or remove the Bank of
America board?” Mr. Towns
asked.

“I did not,” Mr. Bernanke
said.

But that simple response
didn’t sit well with lawmak-
ers in light of a Dec. 21 email

Please turn to page 28

Lawmakers
blitz Fed chief
on BofA deal

Ben Bernanke

The treaty ploy
In some countries they rig
votes. In the EU they sim-
ply repeat them. Page 12

Money & Investing: U.K. moves to rebuild trust in retail investment market
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By Margaret Coker

Iran opposition leader
Mir Hossein Mousavi
emerged Thursday from
four days of silence, striking
a defiant tone and making
clear he is being pressured
to cease contesting the re-
sults of the presidential elec-
tion.

Mr. Mousavi, a former
commander in Iran’s Revolu-
tionary Guards military
force, was one of three chal-
lengers to President Mah-
moud Ahmadinejad in the
disputed June 12 balloting
that triggered sweeping
demonstrations—and a
crackdown—across Tehran.

In a statement published
on the Web site of his news-
paper, Mr. Mousavi said that
he wouldn’t give in to “re-
cent pressures” that he said

were aimed at isolating him
and “making me change my
position regarding the annul-
ment of the election.” Secu-
rity forces in recent days
have arrested key members
of Mr. Mousavi’s campaign
team as well as dozens of
journalists working for his
newspaper.

“I cannot modify black as
white and white as black,”
Mr. Mousavi was quoted as
saying on the statement
posted on the Kalemeh Web
site. “This is not the solution
to expect me to express
something in which I don’t
believe.”

Mr. Mousavi, who be-
came the rallying figure for
swathes of disaffected Irani-
ans, complained that the gov-
ernment had cut off all con-
tact with his supporters. Mr.
Mousavi also said the gov-
ernment was waging a cam-
paign to discredit the call to
recount the vote, which
Iran’s Supreme Leader Aya-
tollah Ali Khamenei has said
was won by incumbent Presi-
dent Ahmadinejad.

A third candidate in the
presidential election, re-
formist cleric Mehdi Kar-
roubi, also continues to pro-
test the results. On Thurs-
day, Mr. Karroubi canceled
plans for a public gathering
to mourn protesters who
had been killed, after author-
ities didn’t grant him per-
mits to hold the demonstra-
tion.

On Wednesday, state me-
dia reported that the fourth
candidate, Mohsen Rezaie,
was withdrawing his com-
plaints to authorities after
initially disputing official
claims that Mr. Ahmadine-
jad had been re-elected.

Mr. Mousavi’s continued
defiance of the regime could
galvanize protesters who
have felt a more brutal crack-
down this week by security
services. Paramilitary
forces have violently broken
up daily demonstrations,
which have been getting
smaller and more sporadic
as the total of those killed
has climbed to at least 17

Please turn to page 27

Markets

London buyers find beauty in tried and true

U.S. GDP fell at a 5.5% an-
nual rate in the first quarter,
better than originally re-
ported. Meanwhile, a predic-
tion for the U.K.’s annual
GDP was revised downward
to a drop of 4.3%, a reminder
of the reality of the reces-
sion after recent market ral-
lies in the nation. Page 3

n BP named Carl-Henric Svan-
berg as its chairman, to suc-
ceed Peter Sutherland, ending
a protracted search. Page 2

n Corus plans to lay off an
additional 2,045 employees
beyond the 3,500 cuts an-
nounced in January. Page 2

n UBS’s Asia chief Rory Tap-
ner is stepping down and will
be succeeded by Chi-Won
Yoon, head of the bank’s
fixed-income arm. Page 17

n Consumer and housing led
a U.S. rally as blue chips halted
a four-day losing streak. Banks
were the foil in Europe after
gains a day earlier. Page 18

n Spain is expected Friday
to give details of a restructur-
ing fund that will be used to
prop up ailing banks. Page 17

n Toyota’s new president
called on the auto maker to
tailor products to meet re-
gional demand. Page 6

n Yahoo’s Carol Bartz
brushed off rumors of a Mi-
crosoft deal at her first share-
holders meeting. Page 5

n Police arrested Antigua’s
former top banking regulator
on U.S. charges tied to R.
Allen Stanford’s alleged
Ponzi scheme. Page 20

n Drinking caused more
than half of deaths among
Russians age 15 to 54 follow-
ing the Soviet collapse, a
new study shows. Page 9

n Boeing’s 787 delay is play-
ing havoc with aircraft-leasing
firms’ business plans. Page 4

n H&M’s net rose 6.4% in
the quarter, and the clothing
retailer said it remains posi-
tive about expansion. Page 5

n IATA said global passenger
demand for air travel fell in
May, but the decline appeared
to reach a floor. Page 4

n GM plans to close its vehi-
cle-assembly and metal-
stamping plants in Shreve-
port, La., by 2012. Page 7

n Beijing plans to tighten
restrictions on Web sites
that discuss sexual health,
as part of its antipornogra-
phy campaign. Page 11
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ExxonMobil has a
loaded gun pointed at the
U.S. natural gas market—
and it isn’t the only one.

The ammunition is lique-
fied natural gas. Exxon is
scheduled to start up three
more LNG projects in Qatar
this year. They will produce
more than three billion cu-
bic feet per day of natural
gas and freeze it for trans-
portation. Europe and Asia
are potential markets. But
the U.S. could be a magnet
for LNG cargoes, despite
not really needing it—a par-
adox that spells low prices.

LNG is joining up the
world’s hitherto largely re-
gional natural-gas markets
just as demand is faltering.
Declining natural-gas pro-
duction in countries such
as the U.S. and U.K. as well
as rising energy prices
prompted LNG production
and receiving terminals to
sprout on coastlines around
the world.

Two things have turned
this scenario on its head.
One is the recession. The
other is the development of
unconventional natural-gas
resources in the U.S. Sev-
eral Wall Street analysts ex-

pect inventories to reach
the maximum capacity of
around 3.9 trillion cubic
feet later this year.

So why would anyone
ship LNG to the U.S.? In
part, it’s simple economics.
Many projects were fi-
nanced when lower natural-
gas prices prevailed.

In Exxon’s case, other
valuable liquids produced
in its Qatari projects take
the market breakeven price
of the natural gas “toward
zero”, says Deutsche Bank
analyst Paul Sankey. Factor-
ing in processing and ship-
ping costs, that gas can be

landed in the U.S. for less
than $2 per million British
thermal units, reckons Noel
Tomnay, head of global gas
at Wood Mackenzie. The
current Nymex price is
about $4.

Competing markets also
look oversupplied. Wood
Mackenzie estimates an-
nual demand in Asia east of
India will rise by 1.3 trillion
cubic feet by 2015. New
projects targeting the re-
gion and close to final in-
vestment decisions amount
to more than two trillion cu-
bic feet of capacity.

In Europe, the preva-
lence of long-term pipeline
contracts limits the size of
the market up for grabs.
Wood Mackenzie estimates
about 4.9 trillion cubic feet
of discretionary piped and
liquefied natural gas per
year will compete for a mar-
ket half that size over the
next three years.

The U.S., with its large,
liquid-natural-gas market
will be a natural destina-
tion for this surplus LNG.
This effect of globalization
in the natural-gas market is
great news for customers.

In a buyer’s market,
though, higher-cost sellers

suffer. A big increase in low-
cost LNG supply would dis-
place some U.S. natural-gas
production. The average
U.S. field requires a Nymex
natural gas price of $7.79
per million Btu to earn a
10% return on capital, ac-
cording to Jonathan Wolff
at Credit Suisse.

Yet, as Mr Wolff points
out, natural-gas drillers’
capital expenditure is out-
pacing cash flow, as it has
since 2006.

Increasing globalization
means a bigger range of fac-
tors affect U.S. natural gas
and the fortunes of its pro-
ducers. An extended spat
between Russia and
Ukraine this winter, for ex-
ample, would help draw
more LNG cargoes towards
Europe.

Barring this, prices and
drillers will likely remain
under pressure. A question
haunting the sector is why
majors like Exxon have not
rushed in to scoop up dis-
tressed companies sitting
on large U.S. natural-gas re-
serves. The answer may be
that, with more LNG
pointed at already weak
markets, they can afford to
take time, and take aim.
  —Liam Denning

Just the summer slow-
down, or something more
sinister? The three-month
rally in U.S. and European
credit spreads has ground
to a halt. In Europe, a new
issue by the Croatian Bank
for Reconstruction and De-
velopment has been post-
poned. And already-poor
secondary-market liquidity
has declined further. So far,
it seems like a pause for con-
solidation. But the market is
more vulnerable than it has
been for a while.

The rally has been dizzy-
ing. Since mid-March, the
spread on U.S. investment-
grade corporate bonds has
tightened by around 2.7 per-
centage points, to 3.31 per-
centage points, while in Eu-
rope spreads have narrowed
around 1.8 percentage points,
to 2.8 percentage points,
data from Merrill Lynch
show. Those huge moves re-
flect concerted efforts to
stave off financial collapse.
But investors have yet to see
those policies translate into
a clear improvement in the
real economy. Unemploy-
ment is still rising. And
deleveraging has a long way
to go: At the end of 2008, fi-
nancial-sector debt at 117%
of GDP was between two and

five times that in past reces-
sions since the 1970s, J.P.
Morgan points out.

That the primary market
has suffered a small blip after
the blistering pace it has set
isn’t terribly surprising. Re-
cent issuance has offered lit-
tle or no premium to existing
bonds and investors have be-
come more resistant. But
deals are still getting done.

Poor secondary trading
conditions are a reminder
that banks, which make a
market in bonds, remain
capital-constrained. The re-
sulting lack of liquidity
helped spreads tighten fast
during the rally but is now
having the opposite effect.
Memories of being caught
out during the worst days
of the crisis are unlikely to
inspire banks to leap back
into the fray now.

Ultimately, the market
seems more finely balanced,
and lacking a clear direction,
than it has since last sum-
mer. Without firm evidence
of a recovery, and with sec-
ond-quarter earnings about
to provide a fresh look at
what havoc the crisis has
wrought on corporate bal-
ance sheets, it could yet be a
long, hot summer in the debt
markets. —Richard Barley

Vulnerable debt markets

unearthed by the panel between Fed-
eral Reserve Bank of Richmond Pres-
ident Jeffrey Lacker and other Fed
employees. In that email, Mr. Lacker
recounts a conversation with Mr.
Bernanke and says that the Fed chief
planned to tell Bank of America that
“management is gone” if they
quashed the deal and later needed
more government aid.

Pressed on the issue, Mr. Ber-
nanke said, “I don’t recollect every-
thing that was said in that conversa-
tion.”

Rep. Dan Burton (R., Ind.), a
former oversight committee chair-
man, said he has always been con-
cerned when witnesses cite a lack of
memory. “One of the things I learned

was, inorderto keeppeople from per-
juring themselves, they couldn’t re-
member anything,” he said. “Are you
sure you can’t remember?”

“I’m sure I can’t remember,” Mr.
Bernanke said.

The Bank of America issue is un-
likelytogo awaysoon. Mr.Towns said
therehavebeen“significantinconsis-
tencies” in the testimony of Mr.
Lewis, Mr. Bernanke and the docu-
ments obtained by the committee.
Former Treasury Secretary Henry
Paulson is scheduled to appear before
the panel next month, and Mr. Towns
saidhealsowantstohearfromtheSe-
curities and Exchange Commission
and Federal Deposit Insurance Corp.

As losses ballooned at Merrill
Lynch last December, Bank of Amer-

ica approached top U.S. officials
aboutpossiblysteppingawayfromits
deal to acquire the investment bank.

Conflicting versions have been
given of what happened next. But
the end result was that Bank of
America closed the Merrill deal with
the help of a government-orches-
trated rescue package of $20 billion
and some loan guarantees.

Neither the securities firm’s
losses nor negotiations that re-
sulted in the government bailout of
Bank of America were disclosed un-
til after the deal was done.

Thursday’s hearingcame as inter-
naldocumentsunearthedbycongres-
sional investigators revealed strong
disagreement among federal regula-
tors aboutthe aid offered to the bank.

According to the documents,
FDIC Chairman Sheila Bair wrote to
Mr. Bernanke before the aid was un-
veiled that there was “strong dis-
comfort with this deal at the FDIC.”
Ms. Bair was referring to a plan to
have the FDIC guarantee losses on
certain Bank of America assets.

“My board does not want to do
this,” Ms. Bair wrote Jan. 14. The gov-
ernment rescue was announced two
days later.

In the hearing on Thursday, Mr.
Bernanke offered his most aggres-
sive defense yet of the Fed’s actions,
saying the central bank acted with
the “highest integrity” during the
negotiations with Bank of America.

“I did not tell Bank of America’s
management that the Federal Re-

serve would take action against the
board or management,” Mr. Ber-
nanke said. “Moreover, I did not in-
struct anyone to indicate to Bank of
America that the Federal Reserve
would take any particular action un-
der those circumstances.”

Mr. Bernanke said that if Bank of
America had stepped away from the
Merrill deal, it would have posed sig-
nificant risks for the financial sys-
tem.

Mr. Bernanke also defended the
planned overhaul of U.S. financial
rules, saying something has to be
done to prevent firms from growing
so big that they pose a risk to the fi-
nancial system.

 —Maya Jackson Randall
contributed to this article.

Continued from first page

Taking aim at pricey LNG sites

Lawmakers blitz Bernanke over Fed’s role in BofA deal

Weaker auction results reflect changing London art picture

Source: Credit Suisse
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Pushing the boat out
Global natural gas liquefaction 
capacity forecast

By Kelly Crow

To the art world, London is sud-
denly looking like a small town.

Last year, London edged past New
York to become the world’s top art
marketplace by sales, thanks mainly
to an influx of wealthy buyers from
Russia, Asia and the Middle East who
wanted to buy art closer to home.
Their tastes helped London set the
global auction pace and win record
prices for artists like Francis Bacon,
AlexejvonJawlenskyandChaimSou-
tine. American sellers, wincing at the
weak dollar, began auctioning their
masterpieces overseas.

Now, midway through London’s
summer art auctions, the same fac-
tors that once counted in London’s fa-
vor—its dependence on wealthy
Asian, Russian and Middle Eastern

buyers as well as currency fluctua-
tions with the pound sterling—seem
stackedagainstit.Thankstothereces-
sion, some of the same international
buyers who dominated recent sea-
sons are now cash-poor and sitting on
the sidelines. Sellers aren’t parting
withtheirprizedofferingsunlessthey
must, leaving auction houses to make
do with slimmer pickings offered at a
fraction of last year’s prices. Collec-
tors entering the marketplace now
can find bargains, but so far the big
spenders are sticking to safe favorites
like Claude Monet and Pablo Picasso.

At the summer art auctions a year
ago, Christie’s and Sotheby’s sold a
dozen works for $10 million or more
apiece. Halfway through this round,
only two paintings have crossed that
mark and none of the rest is priced as
high. During Christie’s Impressionist

andmodernartsaleonTuesday,Euro-
peans took home 83% of the art, a
third more than they got last summer
when they faced stronger competi-
tion from new-money buyers in the
U.S., Asia and the Middle East. Sothe-
by’s evensqueezed its sales into a sin-
gle week rather than stretching them
over two in order to save costs and
catch people before they left town.

The situation is humbling for Lon-
don’s auctioneers, and they are hus-
tlingto regain momentum.This week,
Sotheby’s and Christie’s sold a com-
bined $157.3 million of Impressionist
and modern art, within the auction
houses’presaleestimateof$138.7mil-
lion to $192.9 million but well below
last summer’s take of $586 million.

Christie’s brought in $60.4 mil-
lion in its Tuesday evening sale of
Impressionist and modern art, just

under its $61.8 million low estimate.
Fourteen of the 44 lots went unsold,
but the sale still achieved 84% of its
potential value, or the auction
house’s presale estimates for its
works. That is mainly due to the ro-
bust results of a few top works like
Monet’s leafy Parisian park scene,
“Au Parc Monceau,” which sold to an
anonymous buyer for $10.2 million,
exceeding its $7.3 million high esti-
mate. Picasso’s sunny “Homme a
l’epee” also sold for $9.4 million,
within its $8.1 million to $11.4 mil-
lion estimate. Rare works by Joan
Miro and Franz Marc also fared well.

(Estimates don’t include the auc-
tion houses’ fee, which is 25% on the
first $50,000, 20% up to $1 million,
and 12% above $1 million. Sale
prices include this fee.)

Sotheby’s countered on Wednes-

day with a $55.2 million evening sale
of Impressionist and modern art
capped by Picasso’s cherry-red $11.5
million musketeer painting, “Homme
a l’epee.” The 1969 work was priced to
sellforatleast$9.8million.AnotherPi-
casso,“Nudebout,”soldfor$7million,
edging over its $6.5 million high esti-
mate. Elsewhere in the sale, an Asian
collector bidding over the telephone
paid$6.3millionforMonet’s1885win-
ter landscape, “Route de Giverny,”
over its $4.9 million low estimate.

Overall, Sotheby’s sale achieved
90.8% of its potential value, a stellar
result helped in part by the fact that
Sotheby’s trimmed its sale to 27
works,half theusual numberofoffer-
ings. Its subsequent day sale of
lower-priced artworks brought in
$20 million, just over its $19.5 mil-
lion low estimate.
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BP appoints a chairman
Oil giant surprises
industry by tapping
telecom’s Svanberg

By Guy Chazan

BP PLC surprised the oil industry
by appointing Carl-Henric Svan-
berg, chief executive of Telefon AB
LM Ericsson, as its new chairman—
ending the protracted search for a
successor to Peter Sutherland.

The appointment marks the sec-
ond time a Western major has
tapped a top executive from the tele-
communications sector. Anglo-
Dutch oil giant Royal Dutch Shell
PLC four years ago selected Jorma
Ollila, then chief executive of Finn-
ish mobile-handset maker Nokia
Corp., as its chairman.

Both moves show how eager
Western oil companies are to posi-
tion themselves as technology com-
panies rather than straightforward
oil and gas producers, especially
when Big Oil is under pressure to
help fight against global warming
by investing in high-tech solutions.

BP Chief Executive Tony Hay-
ward said in an interview that Mr.
Svanberg’s lack of knowledge of the
oil industry wasn’t an obstacle.
“There is plenty of expertise around
oil and gas sector in BP,” he said. Mr.
Svanberg had been selected for his
“leadership qualities” and “broad in-
ternational experience,” especially
in emerging markets like China, Rus-
sia and India, Mr. Hayward said.

Mr. Svanberg, 57 years old, said

in an interview that his commit-
ment to fighting climate
change—he is on the advisory board
of the Earth Institute at Columbia
University—didn’t conflict with his
new role at BP, one of the world’s
largest oil companies.

“We have to find more effective
ways of dealing with energy,” he
said, “and in the middle of that,
there is BP.”

Investors appeared unperturbed
by Mr. Svanberg’s lack of ex-
perienceintheenergyindus-
try. “Tony Hayward is an oil
man through and through,”
said Colin Morton, of Rens-
burg Fund Management,
which owns $100 million in
BP stock. “It’s sometimes
usefultohavesomeonewith-
out the baggage of having
worked in the oil and gas in-
dustry all his life, who has a
fresh outlook.”

Mr. Svanberg, an ice-
hockey enthusiast, went to
telecom-equipment maker Ericsson
in 2003 from Assa Abloy AB, one of
the world’s largest lockmakers. He is
credited with building the telecom
into a giant in the sector, with reve-
nue of $27 billion last year and more
than 70,000 employees. Analysts
praise him for taking advantage of
sweeping consolidation in the sec-
tor to expand Ericsson's market
share, which rose to 43% now from
30% when he joined the company.

But he also presided over one of
the more painful episodes in Erics-
son’s history. In the fall of 2007, the
company stunned the market with a
profit warning justweeks after he had

issued a bullish forecast. As its share
price tumbled, some $16 billion was
wiped off Ericsson’s market value.
“The market has never really forgiven
him for it,” said Richard Widsor, glo-
bal technology analyst at Nomura.

Mr. Svanberg defended his
record. “I think in total I delivered
60 quarters as a CEO—30 of them in
Ericsson, and we had one quarter
where we missed our estimates,” he
said. “So we should put that in per-

spective.”
BP investors said they

didn’t see the 2007 inci-
dent as too much of a black
mark against him. “There’s
not many people who have
come through the last six
or seven years unblem-
ished,” said Rensburg’s
Mr. Morton. “All of them
have found the downturn a
pretty tough place to be.”

Mr. Svanberg will be
succeeded as Ericsson’s
CEO by Hans Vestberg, the

company’s chief financial officer
and long seen as heir apparent.

Mr. Svanberg will join the BP
board as a nonexecutive director in
September and will succeed Mr.
Sutherland as chairman on Jan. 1.

Mr. Sutherland will be a tough act
to follow. A former European Union
commissioner and head of the World
Trade Organization who has been
chairman of BP since 1997, he had un-
surpassed contacts in international
business and presided over BP’s
transformation into a global super-
major. He was due to step down late
last year, but BP had trouble finding
a successor and he stayed on.

Tata Steel’s Corus cuts
jobs as parent’s net falls
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Carl-Henric
Svanberg

China recovers $3.9 billion in embezzled funds

By Alex MacDonald

Corus announced a second round
of layoffs due to expectations that Eu-
ropean steel demand will take some
time to recover.

Corus, the European arm of India-
based steelmaker Tata Steel Ltd.,
said Thursday it would lay off an addi-
tional 2,045 employees on top of the
3,500 job cuts already announced in
January, bringing the total number
of announced job cuts since the col-
lapse in steel demand to 14.4% of its
world-wide work force.

“We understand the difficulties
these job losses are likely to cause
our employees and their families,”
Corus Chief Executive Kirby Adams
said. “Any recovery in Europe ap-
pears to be some time off, so it is vital
that we take this proportionate and
responsible action now.”

The layoffs were announced at
the same time that the parent com-
pany, Tata Steel, announced a 60%
drop in net profit for the year ended
March 31 to 49.5 billion rupees ($1.02
billion), due to weak European sales,
and an exceptional charge of 40.95
billion rupees, due to restructuring,
disposal and impairment costs re-
lated to Corus.

Steelmakers around the world
have slashed production, cut jobs
and shelved expansion projects in or-
der to conserve cash after steel de-
mand slumped last summer due to
weak orders from key automotive
and construction customers who
were affected by the global economic
crisis.

There are signs that steel demand
is beginning to recover in the second
quarter, albeit from a low level. Ger-
many's Salzgitter AG announced
plans to increase prices and produc-
tion due to a slight pick up in de-
mand. But European demand still re-
mains weak and largely pinned on
end-customers, who need to replen-
ish inventories, rather than on a
pickup in sales.

Global apparent steel demand is
still expected to fall 15% this year, the
worst drop since World War II, ac-
cording to the World Steel Associa-
tion.

Corus, which is still operating its
steel mills at 47% below their full pro-

duction capacity in the second quar-
ter, said it would seek voluntarily lay-
offs but couldn't rule out compulsory
redundancies.

Some 1,500 of the potential 2,045
job cuts will come from Corus’s steel
production facilities, of which 800
jobs will come from the company's
engineering steels sites, mainly in
Rotherham and Stocksbridge in the
U.K.; 370 jobs in Corus Tubes divi-
sion in the U.K. and the Netherlands;
and about 375 jobs at its downstream
rolling and finishing plants in Tees-
side, northeast England, and Scot-
land.

The company is also opening con-
sultations on 500 white-collar jobs
throughout the Corus Long Products-
division, the majority in Scunthorpe,
northeast England.

In a statement, Business Minister
Pat McFadden said the government
is working with Corus to try to se-
cure the future for as many workers
as possible.

“This is very disappointing news
for those affected. We understand
the difficulties that the company is
facing caused by an extreme down-
turn in demand for steel around the
world. It is restructuring as it seeks
to match production to lower de-
mand and to position itself for to the
future,” Mr.McFadden said.

U.K.-based labor union Commu-
nity, which represents the majority
of Corus’s U.K. workers, said the new
round of job cuts is “devastating”
and will bring total layoffs to about
4,500 on the year.
 —Jeffrey Sparshott

and Laurence Norman
contributed to this report.
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BEIJING—China recovered 26.8
billion yuan ($3.9 billion) in public
funds that were embezzled last year,
according to its top auditor.

In a report submitted this week
to the standing committee of the Na-
tional People’s Congress, Liu Jiayi,
head of China’s National Audit Of-
fice, said 30 people so far have been
arrested, indicted and sentenced in

connection with cases, the official
Xinhua news agency reported late
Wednesday. An additional 117 peo-
ple were punished according to ad-
ministrative and Communist Party
rules.

Mr. Liu said much of the money
had been directly embezzled or ille-
gally transferred by officials, but
other problems included bad
loans, dereliction of duty, and in-

sider trading.
Audits last year of central govern-

ment departments showed that
oversight of conference and trip ex-
penses “is not strict enough,” with
instances of waste, false reporting
of expenses and cheating, the report
said.

Mr. Liu also proposed drafting a
budget law to promote transparent
financial management.
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Palestinian forces receive
more autonomy from Israel

Ayatollah Ali Khamenei delivers his sermon in front of a picture of the late
spiritual leader Ayatollah Khomeini, during last week’s Friday prayers.

Iran’s turmoil causes rifts in Shiite Islam
Khamenei’s support
for regime shakes
his moral authority
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and those reportedly arrested has
grown to the hundreds.

It isn’t clear what avenues Mr.
Mousavi and his own high-level po-
litical and religious backers have
to fight against a more determined
approach to quash their opposi-
tion. Mr. Khamenei has extended
the time for the country’s Guard-
ian Council to certify the polls un-
til next week, but public state-
ments from the council have made
it clear that Mr. Ahmadinejad’s vic-
tory will stand.

For its part, the government is

showing no sign of paralysis amid
the public upheaval. Mr. Ahmadine-
jad went about the day-to-day busi-
ness of a head of state, attending
the opening of a new petrochemi-
cal facility on Thursday, according
to state television.

Showing his usual defiance of
the West, Mr. Ahmadinejad re-
peated government accusations
that foreign powers were behind
the protests. He also blamed U.S.
President Barack Obama for exac-
erbating international tensions
and interfering in Iran’s domestic
affairs—a criticism the govern-
ment often leveled against former
President George W. Bush.

Mr. Ahmadinejad has received
numerous congratulatory phone
calls from some of Iran’s strongest
economic partners, including Rus-
sia, China and Turkey. But Western
nations have largely denounced
the vote proceedings as well as the
security crackdown.

Iranian security officials have
said that they have arrested a num-
ber of alleged foreign spies during
their roundups. Earlier in the
week, Iran expelled two British dip-
lomats after accusing them of aid-
ing the protesters and said it
would re-evaluate diplomatic ties
with the U.K.

The new diplomatic chill could

be seen at the Group of Eight meet-
ing that started Thursday in Italy
to discuss stabilization efforts in
Afghanistan. The G-8, led by the
Obama administration, had in-
vited Iran to attend, in a step that
Washington had hoped to help
build more cooperative relations
with the Islamic Republic.

Italy earlier in the week said the
government had no formal reply
from Tehran about attending. A
spokesman for Iran’s foreign minis-
ter said Thursday that the country
didn’t attend due to administra-
tive reasons, according to the semi-
official Fars news agency.

According to Reuters, Swedish
Prime Minister Fredrik Reinfeldt,
whose country is set to take over
the EU presidency next week, cau-
tioned on Thursday against Euro-
pean sanctions toward Iran, saying
they could be counterproductive.

“My worry is that talk of sanc-
tions, talk of a tougher line might
just be the start of an excuse for
the Iranian leadership not to listen
in to what is now being said by the
Iranian people,” Mr. Reinfeldt
said.

Asked whether sanctions
should be considered now, Mr. Re-
infeldt said: “I don’t think so, but
we need to follow what is happen-
ing.”

Continued from first page

Mousavi holds firm on election
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JERUSALEM—Bowing to pres-
sure from Washington, Israel
granted U.S.-trained Palestinian
security forces greater autonomy
in four main West Bank towns, Is-
raeli and Palestinian defense offi-
cials said Thursday.

The ability of Palestinian secu-
rity forces to maintain law and or-
der is key to Mideast peacemaking
because Israel needs to be con-
vinced that a future Palestinian
state won’t threaten its security.

Israel already has turned over
limited security control to Pales-
tinians in three other West Bank
towns, but the military said that
forces in Qalqiliya, Bethlehem, Jer-
icho and Ramallah would be the
first to operate around the clock
without Israeli clearance.

In a statement, the Israeli mili-
tary said Palestinian security
forces “will be able to extend their
hours of operation” in the towns
but emphasized that Israeli forces
would continue to operate in the
West Bank “in order to thwart ter-
rorist operations.”

The move stops short of a full
withdrawal from these towns. The

Israeli military doesn’t routinely
patrol West Bank towns and cities,
but frequently conducts nighttime
and occasional daytime arrest
raids.

Palestinian Prime Minister
Salam Fayyad said the step
doesn’t go far enough. “What is re-
quired is a full cessation of mili-
tary raids into Palestinian areas,”
he told reporters in Ramallah.

Israel pulled out of major West
Bank population centers in the
1990s but re-entered them after
the Palestinian uprising against Is-
rael reignited in late 2000. Pales-
tinians have long sought an Israeli
pullback from those towns as a re-
assertion of sovereignty.

The U.S. has been training thou-
sands of forces in the West Bank in
preparation for future Palestinian
statehood. The European Union
has contributed about $55 million
for equipment and training, said
Jose Vericat, an EU official.

“We are doing our job protect-
ing our people and there is no need
for Israeli forces to enter our terri-
tories under the pretext of secu-
rity needs,” said Adnan Dmeiri, a
spokesman for the Palestinian se-
curity forces.

Unrest in Iran has opened a theo-
logical rift within Shiite Islam, under-
mining the Iranian regime’s founding
dogma that is shared by millions of
fellow Shiites across the Middle East.

The concept, known as wilayat al-
faqih—literally “guardianship by a
jurist”—holds that, in an Islamic

state, a divinely anointed scholar of
Islamic law must exercise unques-
tioned authority over elected offi-
cials and the rest of the government.

The current such incumbent,
Iran’s Supreme Leader Ayatollah Ali
Khamenei, isn’t just the top arbiter of
the country’s affairs. He also serves
as the marjaa, or spiritual guide, for
many Shiites outside Iran: Mr.
Khamenei portraits grace billboards
throughout south Beirut, mosques in
Shiite shantytowns of eastern Saudi
Arabia and Bahrain, and the walls of
Shiite lawmakers’ offices in Kuwait.

But, in recent weeks, this moral
authority—and the wilayat al-faqih
ideology that underpins it—has
been shaken by Ayatollah Khame-
nei’s handling of Iran’s disputed
June 12 presidential elections.

A minority sect of Islam, the Shi-
ites split from majority Sunnis some
14 centuries ago over whether leader-
ship in the Muslim world should be
held by the family of Prophet Muham-
mad. Iran has long been the world’s
leading Shiite power; 90% of its 66
million people follow the Shiite faith.

Departing from his traditional
role as a neutral arbiter and consen-
sus-builder, Ayatollah Khamenei has
openly sided with President Mah-
moud Ahmadinejad. As other candi-

dates have claimed massive fraud
during the vote, Ayatollah Khamenei
has hailed Mr. Ahmadinejad’s re-elec-
tion as a “divine assessment” and or-
dered an end to protests.

By defying this call, presidential
challengers Mir Hossein Mousavi and
Mehdi Karroubi—and hundreds of
thousands of their supporters—
broke a crucial taboo. Some of the pro-
testers in Tehran have gone as far as
chanting the previously unthinkable
slogan “Death to Khamenei.” Angered
by the deadly crackdown on demon-
strations, many senior Shiite clerics—
within Iran and abroad—have since
sided with the protest campaign.

“The infallible leader is all of a sud-
den making a lot of mistakes, and this
creates a lot of doubt,” says Ghazi
Youssef, a Shiite member of parlia-
ment in Lebanon, the Arab country
where Iran exercises tremendous in-
fluence through Hezbollah, the power-
ful pro-Iranian Shiite militia. “The ma-
jority of the Shiite clergy in Lebanon
do not really believe in wilayat al-fa-
qih. Now, their followers are starting
to talk openly about this division.”

This jolt from the turmoil in Iran
is reverberating in Shiite communi-
ties throughout the Middle East,
from the Levant to Iraq to Saudi Ara-
bia and other Gulf monarchies. “For
the Shiites in the Gulf, this situation
is quite perplexing,” says Sami al
Faraj, head of the Kuwait Center for
Strategic Studies. “The model of
wilayat al-faqih has been fractured—
and that’s happened because of
events in Iran itself.”

The theology of wilayat al-faqih
was first formulated by the Iranian
revolution’s leader, Ayatollah Ruhol-
lah Khomeini, in a 1970 book that he
wrote as an exile in the Iraqi city of
Najaf, the traditional center of Shiite
learning. Ayatollah Khomeini’s ideas
were hotly disputed at the time by
other Shiite luminaries in Najaf,
such as the late Grand Ayatollah Abu
al Qassim Khoei, who feared that
placing supreme authority in the
hands of one cleric would danger-

ously taint faith with politics, even-
tually undermining religion itself.

Such theological qualms are also
shared by Iran’s Grand Ayatollah
Hossein Ali Montazeri, who has
fallen out with the regime since the
late 1980s. In recent weeks, Ayatol-
lah Montazeri has been increasingly
critical of Ayatollah Khamenei’s poli-
cies, and of the bloody reprisals
against protesters. On Thursday, he
warned in a statement faxed to news
agencies: “If Iranians cannot talk
about their legitimate rights at
peaceful gatherings and are instead
suppressed, complexities will build
up which could possibly uproot the
foundations of the government, no
matter how powerful.”

The Shiite religious leader with
the biggest influence, Najaf-based
Grand Ayatollah Ali al Sistani—who
rivals and possibly eclipses Ayatol-
lah Khamenei as a marjaa for Shiites
around the world—so far has kept
quiet on the Iranian crisis. But, indi-
cating where Najaf clerics’ sympa-

thies lie, a person familiar with the
matter said this week that Ayatollah
Sistani declined Mr. Ahmadinejad’s
request for a meeting during the Ira-
nian president’s visit to Iraq last
year. At the time, Mr. Ahmadinejad
said he had canceled a trip to Najaf
because of a tight schedule.

An Iranian who spent most of his
life in Iraq, Ayatollah Sistani is
known to espouse a “quietist” school
of the faith that—in contrast to
wilayat al-faqih—rejects direct in-
volvement by the clergy in running
the state. “It’s a better way to not sup-
port a party and for religious leaders
to play a quiet role,” says Sheikh Ra-
him al-Maliki, a Shiite cleric who is
pursuing religious studies in Najaf.

That isn’t to say that Ayatollah
Sistani isn’t involved in critical politi-
cal issues. Though he didn’t seek any
formal role in running Shiite-major-
ity Iraq, Ayatollah Sistani’s behind-
the-scenes assent was indispensable
in such decisions as last year’s secu-
rity agreement with the U.S.

The pact, opposed by anti-Ameri-
can cleric Muqtada al Sadr, estab-
lished a 2011 deadline to withdraw
U.S. troops from Iraq. While Ayatollah
Khamenei has said that he feels clos-
est to Mr. Ahmadinejad, Ayatollah Sis-
tani declined to support any party in
Iraq’s local elections in January.

Instead, he urged Iraqis to vote
but said it was up to them to choose
the person they felt would best rep-
resent them; he is expected to make
the same call in national elections
next year. While the leading clerics
in Najaf refrain from publicly criti-
cizing Ayatollah Khamenei, a no-
holds-barred debate around Shiite
clergy’s role in affairs of the state
has already erupted in Lebanon,
where a Hezbollah-led coalition lost
parliamentary elections to a pro-
Western bloc days before the Ira-
nian presidential contest.

The Shiites are the biggest of Leba-
non’s several religious sects, and
most of them vote for Hezbollah.
Hezbollah’s leader, Hassan Nasrallah,
made a fiery defense of the wilayat al-
faqih ideology in his speech to sup-
porters last week, sternly warning
critics in Lebanon and abroad not to
dare question the concept.

This warning, however, failed to
silence some of Lebanon’s leading
clerics, such as Syed Ali Amine, the
Shiite mufti, or chief religious au-
thority, of Tyre and Mount Amel in
the south of the country. Mr. Nasral-
lah is trying to stop the discussion of
wilayat al-faqih because challeng-
ing this ideology would undermine
Hezbollah’s own power in Lebanon,
Mr. Amine charged.

Despite Mr. Nasrallah’s state-
ments, this challenge already hap-
pened in the streets of Tehran and
several Iranian cities, Mr. Amine
said. “This is the biggest proof that
wilayat al-faqih is not part of the reli-
gious beliefs, but it is a power and po-
litical ideology. Those who protested
in the streets of Tehran did not of-
fend religion or the Shiite sect.”

—Nada Raad in Beirut
contributed to this article.
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Britain hits bumps on the road to recovery
More bank lending,
consumer spending
are needed for growth

LEADING THE NEWS

By Jeff Bater

U.S. gross domestic product fell
at a revised 5.5% annual rate from
January through March, the Com-
merce Department said Thursday.

The final revision marks the sec-
ond time first-quarter growth has
been marked up. The department
first estimated that GDP fell at a
6.1% annual rate, then last month
raised that to a decline of 5.7%. The
initial estimates are meant to give
the public a sense of how the econ-
omy performed while the govern-
ment finalizes its data.

The latest report showed that
consumer spending and exports
were a bit weaker in the first quar-
ter than previously thought, but
were offset by a smaller decline in
business inventories, which the gov-
ernment counts as part of produc-
tion.

Overall, the 5.5% drop marked a
modest but meaningful improve-
ment from the fourth-quarter fall of
6.3%, which is likely to be the low
point of the recession.

Macroeconomic Advisers, a St.
Louis forecasting firm, expects GDP
to post a comparatively better de-
cline of about 1.3% in the current sec-
ond quarter, which ends June 30.
The government’s first estimate of
second-quarter GDP will be released
at the end of July.

Thursday’s GDP data also in-
cluded small upward revisions to
first-quarter inflation and corpo-
rate profits.

The price gauge for consumer ex-
penditures excluding food and en-
ergy—a gauge of inflation favored
by Federal Reserve policy makers—
was revised upward slightly to a
1.6% increase, following a 0.9%
climb in the fourth quarter. Corpo-
rate after-tax profits were also ad-
justed upward, but are still well be-
low their year-ago levels.

U.S. GDP revised
to 5.5% decline
in first quarter

By Alistair MacDonald

A brief suggestion that the U.K.’s
economic propects were looking up
has fizzled, with recent numbers
showing that banks still aren’t help-
ing businesses invest, and consum-
ers still aren’t spending enough to
spur a faster recovery.

Data including retail sales, house
prices and manufacturing orders
had suggested that the recession-
plagued U.K. might be moving faster
in the right direction. The numbers
helped trigger rallies earlier this
month in stocks, bonds and sterling.

More recent figures, however,
were a reminder of the recession’s re-
ality. On Wednesday, the Organiza-
tion for Economic Cooperation and
Development predicted that weak
lending will contribute to a 4.3% fall
in U.K. gross domestic product this
year—more pessimistic than a
U.K.-based economists’ consensus
forecast for a 3.7% decline, or the 2.8%
fall the OECD predicts for the U.S.

On Thursday, European Union sta-

tistics agency Eurostat said new in-
dustrial orders in the euro zone
posted their sharpest year-to-year
drop on record in April—a sign that
the currency area’s recovery could
be painfully slow. Also Thursday, the
Swiss National Bank intervened for
the second day in the foreign-ex-
change market to weaken the Swiss
franc. Though the bank didn’t com-
ment, it has said it wanted to weaken
the franc to stave off deflation.

Until U.K. banks begin lending
more vigorously and consumers
around the world come out of hid-
ing, economists predict Britons are
in for a bumpy ride. “I don’t think the
recovery will be a smooth process—I
expect it to come in fits and starts,”
Paul Fisher, the Bank of England’s ex-
ecutive director of markets, told a
parliamentary hearing Wednesday.

Optimism about an economic

turnaround had surged in recent
weeks. But in retrospect, many of
those indicators may have been
based on temporary factors.

Two weeks ago, Britain posted
its first increases in manufacturing
output since March 2008. Acme
Whistles of Birmingham, England,
has registered an increase in whistle
orders of 17.5% in May and June
from the year-earlier period.

But Chief Executive Simon Top-
man says that rather than heralding
an upturn, the increase reflects a
countrywide phenomenon: Busi-
nesses are restocking after running
down their inventories during the
last lean year. Other companies agree
such restocking was a factor behind a
4.3% increase in imports in April.

“This is a spike—this is not the
new business that will turn things
around,” Mr. Topman says.

Other figures also tell a positive,
but temporary, tale. A burst of good
retail numbers in April was followed
by a fall in May. Some analysts put
the spike down to good Easter holi-
day weather.

More-recent data have been
downbeat, underscoring that the two
factors needed for a significant turn-
around—lending and spending—are
still missing. On Tuesday, the British
Bankers’ Association said consumer
credit growth remained minimal in
May; net credit-card lending rose
£200 million ($328 million), com-
pared with an increase of £100 mil-
lion in April. April Bank of England
data showed the weakest flow of net
bank lending to businesses since
June 2000, and lenders reported lend-
ing remained “very weak” in May.

This “does little to dilute concern
that credit conditions remain very

tight and a potential significant ob-
stacle to recovery prospects,” says
Howard Archer, European econo-
mist for consultancy Global Insight.

Supermarket chains are weather-
ing the downturn, but other retailers
are feeling the strain. A number of fac-
tors are holding back Britain’s nor-
mally big-spending shoppers, includ-
ing the highest level of consumer debt
in the Western world. Unemploy-
ment, now at 7.3%, has added a brake.

Still, many economists and busi-
nesspeople agree the worst is be-
hind Britain. As it wades out of reces-
sion, the U.K. can comfort itself with
the knowledge that during the last
downturn, in the mid-1990s, unem-
ployment and interest rates were
around or above 10%—compared
with current interest rates of 0.5%.

 —Nicholas Winning and Anita
Greil contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.74% 12 World -a % % 183.25 0.59%–31.5% 4.95% 11 U.S. Select Dividend -b % % 502.68 0.48%–26.2%

2.17% 14 Global Dow 1095.10 1.22% –26.3% 1617.27 0.31% –34.9% 4.74% 15 Infrastructure 1216.80 0.39% –20.4% 1617.47 –0.25% –29.5%

3.37% 26 Stoxx 600 204.70 –0.81% –29.1% 212.55 –1.70% –37.4% 1.82% 7 Luxury 678.80 1.76% –20.2% 800.25 0.84% –29.5%

3.53% 17 Stoxx Large 200 219.90 –0.89% –29.0% 227.18 –1.78% –37.3% 5.90% 4 BRIC 50 340.40 0.55% –24.2% 452.45 –0.09% –32.9%

2.54% -17 Stoxx Mid 200 187.00 –0.36% –29.2% 193.18 –1.26% –37.5% 4.64% 11 Africa 50 699.90 0.38% –29.1% 619.37 –0.26% –37.2%

2.74% -28 Stoxx Small 200 116.10 –0.53% –28.8% 119.88 –1.42% –37.1% 3.73% 7 GCC % % 1401.17 –0.24% –52.1%

3.35% 19 Euro Stoxx 222.20 –0.43% –31.2% 230.76 –1.33% –39.2% 3.41% 11 Sustainability 678.80 –0.26% –25.0% 799.31 –0.87% –33.6%

3.51% 14 Euro Stoxx Large 200 236.90 –0.46% –31.1% 244.51 –1.35% –39.2% 2.62% 12 Islamic Market -a % % 1602.13 0.81% –29.5%

2.58% -12 Euro Stoxx Mid 200 208.50 –0.20% –31.8% 215.06 –1.10% –39.8% 3.02% 11 Islamic Market 100 1465.30 0.48% –16.6% 1748.92 –0.12% –26.1%

2.82% 16 Euro Stoxx Small 200 125.80 –0.61% –30.5% 129.74 –1.50% –38.6% 3.02% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1141.00 –0.52% –35.9% 1357.78 –1.42% –43.4% 2.27% 12 DJ U.S. TSM % % 9271.80 0.64% –29.4%

5.19% 9 Euro Stoxx Select Div 30 1315.60 –0.47% –43.1% 1571.60 –1.37% –49.7% % DJ-UBS Commodity 123.50 2.04% –39.6% 124.73 1.13% –46.6%

*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 1.2567 2.0478 1.1440 0.1574 0.0401 0.1922 0.0130 0.3163 1.7475 0.2347 1.0813 ...

 Canada 1.1622 1.8937 1.0580 0.1456 0.0371 0.1777 0.0121 0.2925 1.6161 0.2170 ... 0.9248

 Denmark 5.3550 8.7259 4.8750 0.6709 0.1710 0.8189 0.0556 1.3477 7.4466 ... 4.6078 4.2612

 Euro 0.7191 1.1718 0.6547 0.0901 0.0230 0.1100 0.0075 0.1810 ... 0.1343 0.6188 0.5722

 Israel 3.9735 6.4748 3.6174 0.4978 0.1269 0.6076 0.0412 ... 5.5255 0.7420 3.4191 3.1619

 Japan 96.3400 156.9860 87.7054 12.0705 3.0760 14.7320 ... 24.2456 133.9704 17.9908 82.8981 76.6626

 Norway 6.5395 10.6561 5.9534 0.8193 0.2088 ... 0.0679 1.6458 9.0938 1.2212 5.6271 5.2038

 Russia 31.3195 51.0351 28.5124 3.9240 ... 4.7893 0.3251 7.8821 43.5529 5.8487 26.9496 24.9225

 Sweden 7.9815 13.0058 7.2661 ... 0.2548 1.2205 0.0828 2.0087 11.0990 1.4905 6.8678 6.3512

 Switzerland 1.0985 1.7899 ... 0.1376 0.0351 0.1680 0.0114 0.2764 1.5275 0.2051 0.9452 0.8741

 U.K. 0.6137 ... 0.5587 0.0769 0.0196 0.0938 0.0064 0.1544 0.8534 0.1146 0.5281 0.4883

 U.S. ... 1.6295 0.9104 0.1253 0.0319 0.1529 0.0104 0.2517 1.3906 0.1867 0.8605 0.7958

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 401.50 –5.75 –1.41% 707.00 302.00
Soybeans (cents/bu.) CBOT 1002.00 –6.00 –0.60 1,557.50 670.00
Wheat (cents/bu.) CBOT 561.50 –6.25 –1.10 1,072.00 522.75
Live cattle (cents/lb.) CME 82.550 0.075 0.09% 117.500 78.075
Cocoa ($/ton) ICE-US 2,556 52 2.08 3,237 1,950
Coffee (cents/lb.) ICE-US 120.25 1.10 0.92 183.30 109.00
Sugar (cents/lb.) ICE-US 17.70 0.57 3.33 17.73 11.05
Cotton (cents/lb.) ICE-US 57.49 0.67 1.18 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,336.00 86 3.82 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,622 60 3.84 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,313 –12 –0.91 2,324 1,250

Copper (cents/lb.) COMEX 231.60 3.50 1.53 375.35 129.55
Gold ($/troy oz.) COMEX 939.50 5.10 0.55 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1403.20 9.00 0.65 2,009.00 886.00
Aluminum ($/ton) LME 1,654.50 28.50 1.75 3,340.00 1,288.00
Tin ($/ton) LME 14,650.00 unch. unch. 23,700.00 9,750.00
Copper ($/ton) LME 5,034.00 119.00 2.42 8,811.00 2,815.00
Lead ($/ton) LME 1,719.00 64.00 3.87 2,225.00 870.00
Zinc ($/ton) LME 1,609.00 43.00 2.75 2,034.50 1,065.00
Nickel ($/ton) LME 15,450 250 1.64 22,150 9,000

Crude oil ($/bbl.) NYMEX 70.23 1.56 2.27 139.50 43.42
Heating oil ($/gal.) NYMEX 1.8236 0.0409 2.29 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.9016 0.0516 2.79 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 3.989 0.083 2.12 12.038 3.520
Brent crude ($/bbl.) ICE-EU 69.78 1.45 2.12 129.00 43.41
Gas oil ($/ton) ICE-EU 568.00 3.50 0.62 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 25, 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* 241.26 1.50% 6.0% –37.8%

3.10% 15 World (Developed Markets) 951.09 1.36% 3.4% –37.7%

2.80% 16 World ex-EMU 111.68 1.13% 3.8% –36.1%

2.90% 16 World ex-UK 947.51 1.26% 2.6% –37.3%

3.80% 13 EAFE 1,299.09 1.89% 5.0% –39.5%

3.00% 13 Emerging Markets (EM) 741.80 2.50% 30.8% –38.7%

4.30% 11 EUROPE 71.97 2.35% 3.7% –36.1%

4.50% 11 EMU 143.60 2.69% 1.1% –44.9%

4.10% 12 Europe ex-UK 78.27 2.46% 0.9% –36.8%

5.10% 10 Europe Value 80.06 2.55% 3.3% –38.4%

3.60% 12 Europe Growth 62.89 2.15% 4.1% –33.8%

3.50% 12 Europe Small Cap 123.83 2.80% 22.7% –36.5%

2.70% 7 EM Europe 202.00 5.53% 27.2% –55.0%

4.90% 8 UK 1,272.64 1.19% –3.2% –29.1%

3.10% 11 Nordic Countries 110.92 4.34% 13.1% –41.2%

1.80% 6 Russia 549.13 6.79% 33.2% –65.0%

3.90% 10 South Africa 594.73 1.86% 2.7% –23.0%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 314.60 2.17% 27.2% –34.5%

1.80% 28 Japan 556.48 0.13% 5.0% –37.6%

2.50% 14 China 53.45 2.37% 31.0% –24.8%

1.20% 18 India 566.40 0.76% 53.4% –15.3%

1.40% 15 Korea 374.31 0.45% 21.9% –27.2%

5.10% 35 Taiwan 232.20 3.14% 33.9% –30.1%

2.30% 22 US BROAD MARKET 990.87 0.78% 0.9% –35.5%

1.70% -51 US Small Cap 1,281.28 1.26% 2.8% –35.5%

3.40% 13 EM LATIN AMERICA 2,873.01 1.71% 38.3% –44.2%

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

Currencies London close on June 25
Per In

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

Argentina peso-a 5.2766 0.1895 3.7945 0.2635

Brazil real 2.7381 0.3652 1.9690 0.5079
Canada dollar 1.6161 0.6188 1.1622 0.8605

1-mo. forward 1.6158 0.6189 1.1620 0.8606
3-mos. forward 1.6153 0.6191 1.1616 0.8609
6-mos. forward 1.6143 0.6194 1.1609 0.8614

Chile peso 740.98 0.001350 532.85 0.001877
Colombia peso 3053.58 0.0003275 2195.88 0.0004554
Ecuador US dollar-f 1.3906 0.7191 1 1
Mexico peso-a 18.4887 0.0541 13.2955 0.0752
Peru sol 4.2100 0.2375 3.0275 0.3303
Uruguay peso-e 32.220 0.0310 23.170 0.0432
U.S. dollar 1.3906 0.7191 1 1
Venezuela bolivar 2.99 0.334892 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7475 0.5722 1.2567 0.7958
China yuan 9.5043 0.1052 6.8347 0.1463
Hong Kong dollar 10.7773 0.0928 7.7501 0.1290
India rupee 67.3398 0.0149 48.4250 0.0207
Indonesia rupiah 14268 0.0000701 10260 0.0000975
Japan yen 133.97 0.007464 96.34 0.010380

1-mo. forward 133.92 0.007467 96.31 0.010384
3-mos. forward 133.83 0.007472 96.24 0.010391
6-mos. forward 133.65 0.007482 96.11 0.010405

Malaysia ringgit-c 4.9172 0.2034 3.5360 0.2828
New Zealand dollar 2.1759 0.4596 1.5647 0.6391
Pakistan rupee 113.334 0.0088 81.500 0.0123
Philippines peso 67.138 0.0149 48.280 0.0207
Singapore dollar 2.0268 0.4934 1.4575 0.6861
South Korea won 1793.67 0.0005575 1289.85 0.0007753
Taiwan dollar 45.820 0.02182 32.950 0.03035
Thailand baht 47.447 0.02108 34.120 0.02931

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

Euro zone euro 1 1 0.7191 1.3906
1-mo. forward 1.0000 1.0000 0.7191 1.3906
3-mos. forward 1.0002 0.9998 0.7193 1.3903
6-mos. forward 1.0004 0.9996 0.7194 1.3901

Czech Rep. koruna-b 26.052 0.0384 18.734 0.0534
Denmark krone 7.4466 0.1343 5.3550 0.1867
Hungary forint 277.06 0.003609 199.24 0.005019
Norway krone 9.0938 0.1100 6.5395 0.1529
Poland zloty 4.5122 0.2216 3.2448 0.3082
Russia ruble-d 43.553 0.02296 31.320 0.03193
Sweden krona 11.0990 0.0901 7.9815 0.1253
Switzerland franc 1.5275 0.6547 1.0985 0.9104

1-mo. forward 1.5269 0.6549 1.0980 0.9107
3-mos. forward 1.5255 0.6555 1.0970 0.9116
6-mos. forward 1.5233 0.6565 1.0954 0.9129

Turkey lira 2.1627 0.4624 1.5552 0.6430
U.K. pound 0.8534 1.1718 0.6137 1.6295

1-mo. forward 0.8534 1.1718 0.6137 1.6295
3-mos. forward 0.8535 1.1716 0.6138 1.6292
6-mos. forward 0.8538 1.1713 0.6140 1.6288

MIDDLE EAST/AFRICA
Bahrain dinar 0.5243 1.9074 0.3770 2.6524
Egypt pound-a 7.7860 0.1284 5.5990 0.1786
Israel shekel 5.5255 0.1810 3.9735 0.2517
Jordan dinar 0.9849 1.0153 0.7083 1.4119
Kuwait dinar 0.4004 2.4976 0.2879 3.4732
Lebanon pound 2096.33 0.0004770 1507.50 0.0006634
Saudi Arabia riyal 5.2154 0.1917 3.7505 0.2666
South Africa rand 11.1749 0.0895 8.0360 0.1244
United Arab dirham 5.1077 0.1958 3.6730 0.2723

SDR -f 0.9024 1.1081 0.6490 1.5409

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 26 EUROPE DJ Stoxx 600 204.66 –1.67 –0.81% 3.9% –29.1%

 14 DJ Stoxx 50 2094.20 –24.37 –1.15 1.4% –27.5%

 19 Euro Zone DJ Euro Stoxx 222.20 –0.96 –0.43 –0.3% –31.2%

 16 DJ Euro Stoxx 50 2402.32 –16.14 –0.67 –2.0% –28.6%

 8 Austria ATX 2045.49 5.26 0.26% 16.8% –48.0%

 12 Belgium Bel-20 2015.68 –0.67 –0.03 5.6% –37.1%

 8 Czech Republic PX 893.0 –11.7 –1.29 4.1% –39.7%

 15 Denmark OMX Copenhagen 266.04 –3.30 –1.23 17.6% –33.5%

 11 Finland OMX Helsinki 5548.91 –46.34 –0.83 2.7% –35.5%

 11 France CAC-40 3163.10 –21.66 –0.68 –1.7% –28.5%

 19 Germany DAX 4800.56 –35.45 –0.73 –0.2% –25.7%

 … Hungary BUX 15208.09 –8.61 –0.06 24.2% –25.7%

 8 Ireland ISEQ 2701.83 –53.51 –1.94 15.3% –48.3%

 9 Italy FTSE MIB 18940.63 –99.96 –0.52 –2.7% –35.5%

 9 Netherlands AEX 254.12 –0.51 –0.20 3.3% –40.4%

 8 Norway All-Shares 325.88 –3.09 –0.94 20.6% –39.2%

 17 Poland WIG 30099.19 –187.17 –0.62 10.5% –28.5%

 14 Portugal PSI 20 6996.48 12.06 0.17 10.3% –24.2%

 … Russia RTSI 947.52 –11.66 –1.22% 50.0% –59.0%

 9 Spain IBEX 35 9667.2 49.6 0.52% 5.1% –20.0%

 15 Sweden OMX Stockholm 240.61 –1.23 –0.51 17.8% –15.5%

 11 Switzerland SMI 5361.30 –82.12 –1.51 –3.1% –22.9%

 … Turkey ISE National 100 36327.65 568.98 1.59 35.2% –0.7%

 10 U.K. FTSE 100 4252.57 –27.41 –0.64 –4.1% –22.9%

 19 ASIA-PACIFIC DJ Asia-Pacific 104.67 1.07 1.03 11.8% –27.1%

 … Australia SPX/ASX 200 3856.0 49.0 1.29 3.6% –27.3%

 … China CBN 600 24912.11 –25.86 –0.10 68.7% 5.3%

 15 Hong Kong Hang Seng 18275.03 382.88 2.14 27.0% –18.6%

 17 India Sensex 14345.62 –77.11 –0.53 48.7% –0.5%

 … Japan Nikkei Stock Average 9796.08 205.76 2.15 10.6% –29.1%

 … Singapore Straits Times 2302.46 23.50 1.03 30.7% –22.8%

 11 South Korea Kospi 1392.73 28.94 2.12 23.9% –18.9%

 14 AMERICAS DJ Americas 239.08 3.91 1.66 5.7% –30.4%

 … Brazil Bovespa 51175.81 1503.69 3.03 36.3% –20.4%

 16 Mexico IPC 24150.35 439.11 1.85 7.9% –17.1%

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

GLOBAL MARKETS LINEUP

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

Dreamliner delay vexes leasing firms
Companies that placed early orders lose edge in deals with airlines; business plans, talks with carriers unravel

By Peter Sanders

Boeing Co.’s disclosure Tuesday
of the latest in a string of delays of
its 787 Dreamliner exposed flaws
not only in the plane’s design, but
also in the company’s lines of com-
munication—internally and with
business partners, investors and the
public.

The week before Boeing an-
nounced the Dreamliner program’s
sixth delay in six years, its execu-
tives were at the Paris Air Show af-
firming that the new jet was on track
to make its maiden flight by the end
of the month.

This week, however, Boeing said
its engineers and senior executives
alike had known since May of the
structural problem that will keep
the jet grounded, possibly for
months. It said it decided late Friday
to scrub the first flight, which was
to take place by June 30.

Without any revised timetable for
test flights or deliveries, investors
have been left with few clues as to
when the company’s marquee prod-
uctmight get back on track. Theuncer-
tainty has contributed to a 12% drop in
Boeing’s share price over recent days.

For Boeing’s management, the lat-
est delay creates a pressing need to
regain the trust of customers and in-
vestors. “We believe that had man-
agement been more upfront about
this situation, perhaps the modest
level of credibility on this topic it had
started to re-establish over the past
several months could have been sus-

tained,” wrote J.P. Morgan aerospace
analyst Joseph Nadol, in a research
note Wednesday.

Boeing spokesmen said neither
Jim McNerney, Boeing’s chairman
and chief executive, nor Scott Car-
son, CEO of its Commercial Airplane
unit, were available to comment.

The Chicago aerospace giant has
been dogged by communications
glitches since it rolled out the first
Dreamliner test plane two years ago.
Indeed, Boeing has staked much of its
credibility on promises it hasn’t met.

Both Messrs. McNerney and Car-
son have touted efforts to be forth-
coming with customers about the
plane’s development, which began in
2003. And, by all accounts, Boeing
was unusually open in the first four
years.

Company officials say Mr. McNer-
ney has been closely involved in the
787’s progress since the supply prob-
lems began, but some analysts think
internal communication remains a
key element in the Dreamliner’s
woes.

Delay shows communication woes

Dreamliners for rent
Leasing companies account for one out of six Boeing 787s on order

*Prior to most recent delay announced by Boeing     

Source: Wachovia & Ascend Worldwide Ltd.

Leasing company/Country
787s on

order
Placements
announced

First
delivery*

ALAFCO/Kuwait 22 10 2013

DAE Capital/Dubai 15 0 2014

CIT Group/U.S. 10 2 2013

Vietnam Aircraft Leasing/Vietnam 8 0 2013

AWAS/Ireland 6 4 2010

Aviation Capital Group/U.S. 5 10 2015

LCAL/Dubai 5 5 2011

International Lease Finance Corp./U.S. 74 31

Re
ut

er
s

By Daniel Michaels

The latest delay in the launch of
Boeing Co.’s 787 Dreamliner, which
has riled airlines waiting for the new
fuel-efficient jet, is also playing
havoc with the business plans of air-
craft-leasing companies, which are al-
ready struggling with the global
credit crunch.

Those companies, which give air-
lines the flexibility to add to their
fleets without the investment re-
quired to buy new planes, account for
a sixth of Boeing’s 866 orders for the
Dreamliner. Already, they have made
and announced leasing deals for
scores of the new planes.

The leasing firms that were
among the first to order Dreamliners
had counted on the planes to give
them edge they now fear they are los-
ing. Those with later delivery sched-
ules say the latest hold-up, which was
announced Tuesday, has forced them
to postpone planning.

“It is a big problem for us,” said
Frank Pray, Chief Executive of AWAS
Aviation Capital Ltd., a major leasing
company based in Dublin that has six
787s on order and had expected its
first deliveries next year. “As a lessor,
we are highly reliant on being able to
place the plane” with airlines to
make money, he said.

Aircraft lessors make money pri-
marily by buying large numbers of
planes at relatively low prices from
Boeing, Airbus and other manufactur-
ers, and then renting them out to car-
riers at profitable rates. Leasing com-
panies that placed early orders for
Dreamliners were positioned until re-

cently to charge airlines premium
rents for the sought-after new plane.
Boeing says the Dreamliner will be
20% less expensive to operate than ex-
isting models like the Airbus A330.

The 787’s allure was so great that
at one point last year, Boeing had or-
ders for more than 900 of the planes.
Airlines ordering the plane last year
were given delivery slots years away.

The Dreamliner was originally
slated to be delivered in May 2008.
As recently as last week, Boeing said
thatthe plane would start test flights
byJune30,andthatthefirstcommer-
cial delivery, to Japan’s All Nippon
Airways Co., would take place by
April 2010.

But on Tuesday Boeing said it

wouldn’t meet that timetable due to
structural problems discovered dur-
ing ground testing. That marked the
sixth delay in the Dreamliner pro-
gram’s six year history.

Boeing said it would announce a
new schedule in coming weeks, but
the delay has put existing lease con-
tracts for the new jet into question
and interrupted lease negotiations
with airlines, lessors say.

“It is hurting our planning and
talks with potential customers,” said
an official at a small leasing com-
pany. “It’s all getting terribly compli-
cated.”

Another lessor, Aviation Capital
Group, a subsidiary of Pacific
LifeCorp Co., has five Dreamliners
slated for delivery far into the pro-

duction run. Partly because of uncer-
tainty around the plane’s timing, it
has “deliberately held off any ad-
vanced discussions with potential
lessees,” said Executive Vice Presi-
dent Richard Cherney. He said ACG
will probably keep waiting “until we
have a better understanding of
when to expect our aircraft.”

Still, Mr. Cherney said, he is “fully
confident there will be solid de-
mand” for 787s when they do arrive.

Though Boeing’s contracts call
for it to compensate buyers of the
Dreamliner and their leasing clients
for delivery delays, the setbacks are
takingsomeoftheshineoffthemodel.
This year, Boeing has announced 58
cancellations of 787 orders. Gary Lie-
bowitz, an equity analyst at Wachovia

Capital Markets in New York, who
tracks the aircraft-leasing industry,
said787pricesand leaseratesalsoare
likely to have slipped.

“The 787 was generating a pre-
mium price 12 to 18 months ago, but
that’s probably gone now,” he said.

Lessors are already struggling
with fallout from the financial cri-
sis. Most of them built their busi-
nesses on being able to borrow
cheaply in short-term credit mar-
kets, thanks to good credit ratings
or deep-pocketed parent compa-
nies. That ended last fall when finan-
cial markets froze up, and most les-
sors have since been scrambling to
find new sources of funding. Mean-
while, air traffic has slumped.

One bright spot for lessors is the
A330, a Dreamliner rival made by
Airbus, a unit of European Aeronau-
tic Defence & Space Co.

Lease rates for the A330, which
first flew in 1993, have fallen as much
as15%overthepastyearduetodeclin-
ing demand for air travel, said Mr. Lie-
bowitz at Wachovia. Their asset value
on lessors’ balance sheets has de-
clinedupto20%.But,saidMr.Liebow-
itz, “Theywould have dropped more if
the 787 had been delivered on time.”

Demand for A330s has risen
from airlines who were unable to get
787 slots quickly. That’s benefiting
lessors holding A330s, even as over-
all demand dwindles.

Virgin Atlantic Airways Ltd., for
example, ordered 15 Dreamliners in
2007. But to tide it over until it
starts receiving them, it ordered 10
A330s on Monday for delivery over
the next two years; those planes are
being leased or financed by Dutch
lessor AerCap NV.

Both Messrs. Carson, left, and McNerney, at the Paris Air Show earlier this month,
have touted efforts to be forthcoming with customers about the plane’s development.

By Kaveri Niththyananthan

LONDON—The International Air
Transport Association said Thurs-
day that global passenger demand
for air travel fell in May.

IATA said passenger demand fell
9.3% in May from a year earlier, a big-
ger drop than the 3.1% decline re-
corded in April. But demand during
both months was stronger than the
11.1% decline reached in March, even
after adjusting for the distortions
caused by the timing of Easter—indi-
cating a floor may have been
reached, IATA said.

The group, which represents
about 230 airlines comprising 93%
of scheduled international air traf-
fic, said freight demand dropped
17.4% from a year earlier. In April,
cargo demand fell 21.7% from a year
earlier.

The 5% cut in passenger capacity
last month wasn’t enough to keep
pace with falling demand, and the in-
dustry’s load factor, or the propor-
tion of available seats an airline fills,
fell to 71.2% from 74.5%, IATA said.

“We may have hit bottom, but we
are a long way from recovery,” said
Giovanni Bisignani, IATA’s director
general and chief executive.

IATA said the outbreak of the
A/H1N1 swine flu had a slight nega-
tive impact on passenger traffic,
with Mexican carriers taking the

brunt of consumers’ reluctance to
travel to the region.

Swine flu also had an impact on
Asian-Pacific carriers, as residents
recalled the 2003 outbreak of se-
vere acute respiratory syndrome,
IATA said. Airlines in the region re-
corded a 14.3% fall in demand, and
were the most aggressive in cutting
capacity, slashing it by 9.3%.

North American airlines saw pas-
senger demand fall 10.9%—far
worse than the 4.2% fall in April—as
demand to Latin American destina-
tions dropped.

In Europe, competition heated
up, with full-service carriers losing
market share to low-cost airlines.
Low-cost carriers saw traffic in-
crease 2.1%, while full-service carri-
ers reported a 9.4% fall.

Middle Eastern carriers once
again bucked the trend, experienc-
ing a 9.5% increase in demand while
expanding capacity by 14.5%.

Separately, German flagship air-
line Deutsche Lufthansa AG, which
last week issued a profit warning,
Thursday said it could achieve
about Œ300 million ($418.3 million)
in savings this year through mea-
sures such as capacity cuts, phasing
out Airbus A300-600 planes and re-
ductions in ground personnel.
 —Natascha Divac

and Kirsten Bienk
contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 29.40 $24.85 0.20 0.81%
Alcoa AA 34.20 10.72 0.51 5.00%
AmExpress AXP 24.00 24.44 1.51 6.59%
BankAm BAC 309.80 12.35 0.00 0.00%
Boeing BA 12.70 42.53 1.21 2.93%
Caterpillar CAT 11.20 34.49 1.09 3.26%
Chevron CVX 11.20 66.87 1.15 1.75%
CiscoSys CSCO 39.30 19.03 0.42 2.26%
CocaCola KO 9.50 47.85 0.35 0.74%
Disney DIS 10.80 23.55 0.65 2.84%
DuPont DD 7.90 25.29 0.46 1.85%
ExxonMobil XOM 26.80 69.88 1.43 2.09%
GenElec GE 70.00 11.86 0.16 1.37%
HewlettPk HPQ 14.90 38.12 0.90 2.42%
HomeDpt HD 16.60 23.57 0.89 3.92%
Intel INTC 51.30 16.31 0.21 1.30%
IBM IBM 6.30 106.06 1.91 1.83%
JPMorgChas JPM 51.20 34.14 0.68 2.03%
JohnsJohns JNJ 12.90 56.27 0.81 1.46%
KftFoods KFT 11.10 25.97 0.23 0.89%
McDonalds MCD 7.30 57.46 1.16 2.06%
Merck MRK 19.10 26.57 1.12 4.40%
Microsoft MSFT 53.80 23.79 0.32 1.36%
Pfizer PFE 47.80 15.33 0.61 4.14%
ProctGamb PG 12.50 51.68 1.13 2.24%
3M MMM 3.40 58.90 1.42 2.47%
TravelersCos TRV 4.30 40.91 0.15 0.37%
UnitedTech UTX 5.70 52.03 1.22 2.40%
Verizon VZ 11.80 31.09 0.29 0.94%
WalMart WMT 18.40 49.15 0.64 1.32%

Dow Jones Industrial Average P/E: 12
LAST: 8472.40 s 172.54, or 2.08%

YEAR TO DATE: t 303.99, or 3.5%

OVER 52 WEEKS t 2,981.02, or 26.0%

 Note: Price-to-earnings ratios are for trailing 12 months
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Follow the markets throughout
the day, with updated stock
quotes, news and commentary
at WSJ.com/Europe.
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summarize the day’s trading in
Europe and Asia.
To sign up, go to
WSJ.com/Online Today

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

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

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

Carlton Comms 459 –37 –53 –314 ThyssenKrupp 467 1 18 14

TUI 1568 –30 –11 –45 Norske Skogindustrier 1246 2 94 220

ITV  478 –24 –38 –306 Rexam  210 3 7 –5

Rhodia 989 –20 67 116 Tate & Lyle 157 4 11 9

Gas Nat SDG  215 –19 –18 –1 Alcatel Lucent 835 5 –1 58

Brit Awys  782 –15 84 133 Xstrata  357 5 –13 –110

Un Fenosa 203 –13 –4 10 Clariant 342 6 40 56

AB Volvo 410 –11 –6 45 Contl  891 9 98 67

Nielsen 638 –11 18 –14 EMI Group  697 10 –5 –5

Telefonica  113 –11 –12 2 Corus Group 994 21 63 181

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

Telefonica S.A. Spain Fixed Line Telecoms $105.8 16.17 1.38% –4.0% 25.4%

BNP Paribas S.A. France Banks 67.5 46.47 1.32 –21.2 –36.8

Deutsche Telekom Germany Mobile Telecoms 49.9 8.24 0.86 –20.6 –33.5

Diageo U.K. Distillers & Vintners 39.7 8.83 0.68 –5.0 –3.6

GDF Suez France Multiutilities 84.2 26.81 0.64 –33.0 7.0

UBS Switzerland Banks $37.3 13.97 –5.93% –39.2 –76.1

Sanofi-Aventis S.A. France Pharmaceuticals 81.3 44.45 –4.57 3.7 –41.4

Credit Suisse Grp Switzerland Banks 50.0 46.40 –4.05 –1.1 –30.4

BASF Germany Commodity Chemicals 36.0 28.17 –2.46 –36.4 –8.7

HSBC Hldgs U.K. Banks 141.7 5.06 –2.44 –26.3 –39.3

...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

Astrazeneca 64.4 27.17 0.63% 26.4% –16.2%
U.K. (Pharmaceuticals)
Banco Santander 94.0 8.29 0.61 –24.6 –20.4
Spain (Banks)
Anglo Amer 40.0 18.31 0.60 –44.6 –16.5
U.K. (General Mining)
Deutsche Bk 37.2 43.09 0.55 –24.6 –50.0
Germany (Banks)
Tesco 45.9 3.59 0.45 –1.6 8.6
U.K. (Food Retailers & Wholesalers)
Banco Bilbao Viz 45.4 8.72 0.11 –28.6 –43.7
Spain (Banks)
BP 160.4 4.76 –0.16 –16.5 –24.0
U.K. (Integrated Oil & Gas)
Unilever 41.8 17.52 –0.23 –3.5 0.6
Netherlands (Food Products)
ABB 35.7 16.87 –0.24 –41.3 12.2
Switzerland (Industrial Machinery)
France Telecom 59.0 16.23 –0.25 –8.9 –2.0
France (Fixed Line Telecoms)
Assicurazioni Gen 28.5 14.56 –0.27 –39.1 –41.9
Italy (Full Line Insurance)
Siemens 62.3 48.99 –0.39 –31.0 –27.4
Germany (Diversified Industrials)
Barclays 42.5 2.70 –0.39 –8.8 –54.7
U.K. (Banks)
Nestle S.A. 142.6 40.90 –0.44 –12.3 8.1
Switzerland (Food Products)
British Amer Tob 56.0 16.98 –0.47 –0.4 25.3
U.K. (Tobacco)
ING Groep 20.9 7.22 –0.50 –65.1 –75.9
Netherlands (Life Insurance)
Iberdrola S.A. 39.8 5.73 –0.52 –32.0 –13.4
Spain (Conventional Electricity)
Bayer 44.5 38.66 –0.57 –25.6 12.5
Germany (Specialty Chemicals)
Roche Hldg Part. Cert. 92.4 144.50 –0.69 –17.8 –27.6
Switzerland (Pharmaceuticals)
Allianz SE 40.7 64.72 –0.74 –43.5 –47.2
Germany (Full Line Insurance)

Soc. Generale 31.6 39.13 –0.84% –29.2% –62.6%
France (Banks)
Intesa Sanpaolo 37.7 2.29 –0.87 –37.4 –49.7
Italy (Banks)
BG Grp 58.0 9.94 –0.90 –17.0 38.5
U.K. (Integrated Oil & Gas)
Koninklijke Phlps 17.2 12.75 –1.09 –42.0 –46.1
Netherlands (Consumer Electronics)
Royal Dutch Shell A 87.4 17.73 –1.12 –29.6 –32.0
U.K. (Integrated Oil & Gas)
SAP 48.7 28.60 –1.17 –14.4 –29.8
Germany (Software)
Total S.A. 125.4 38.04 –1.19 –26.7 –24.2
France (Integrated Oil & Gas)
E.ON 71.8 25.82 –1.19 –38.3 –11.4
Germany (Multiutilities)
Daimler 37.5 25.39 –1.24 –38.2 –33.2
Germany (Automobiles)
ArcelorMittal 50.8 23.39 –1.27 –63.1 ...
Luxembourg (Iron & Steel)
Vodafone Grp 111.1 1.17 –1.31 –16.2 1.9
U.K. (Mobile Telecoms)
AXA S.A. 38.8 13.37 –1.44 –31.4 –47.2
France (Full Line Insurance)
UniCredit 42.2 1.81 –1.47 –45.8 –64.6
Italy (Banks)
Novartis 107.3 44.60 –1.93 –19.7 –32.2
Switzerland (Pharmaceuticals)
Nokia 54.2 10.40 –1.98 –35.4 –32.7
Finland (Telecoms Equipment)
L.M. Ericsson Tel B 28.1 75.10 –2.09 14.1 –35.0
Sweden (Telecoms Equipment)
ENI 93.2 16.74 –2.11 –28.5 –26.5
Italy (Integrated Oil & Gas)
BHP Billiton 49.6 13.65 –2.15 –24.5 32.4
U.K. (General Mining)
GlaxoSmithKline 100.6 10.81 –2.39 –4.3 –28.0
U.K. (Pharmaceuticals)
Rio Tinto 51.9 20.80 –2.39 –55.8 –11.2
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.18% 1.05% 1.1% 3.8% -4.7%
Event Driven 0.21% 2.20% 4.0% 6.1% -24.3%
Equity Market Neutral -0.03% -0.06% -2.3% -3.9% -12.5%
Equity Long/Short 0.18% 1.12% 1.1% 0.6% -19.6%

*Estimates as of 06/24/09, 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 1.21 102.93% 0.02% 1.87 1.02 1.38

Eur. High Volatility: 11/1 2.43 105.76 0.04 3.89 2.03 2.76

Europe Crossover: 11/1 7.44 108.26 0.10 9.71 6.60 8.04

Asia ex-Japan IG: 11/1 2.05 106.37 0.04 3.84 1.58 2.53

Japan: 11/1 1.80 114.96 0.05 4.33 1.41 2.54

 Note: Data as of June 24

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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By Scott Morrison

And Jessica E. Vascellaro

Yahoo Inc. Chief Executive Carol
Bartz told shareholders that the In-
ternet company had “nothing to
say” about any possible deal with
software giant Microsoft Corp. and
urged investors to remain patient as
she attempts to turn the company
around.

“If we ever have a deal
with Microsoft, it will be
announced publicly and un-
til we do, we have nothing
to say,” said Ms. Bartz at
Yahoo’s annual share-
holder gathering in Santa
Clara, Calif. Thursday, her
first stockholders meeting
since she was appointed
CEO early this year.

Microsoft CEO Steve
Ballmer said at a confer-
ence in France this week
that the company remains
open to a partnership with Yahoo
but didn’t elaborate. Ms. Bartz’s reti-
cence over Microsoft followed sev-
eral recent conference appearances
in which she sent mixed signals
about a deal.

In late May, she said she would
be open to striking an Internet
search deal with Microsoft if it of-
fered “boatloads of money,” a com-
ment that raised Wall Street expec-
tations that a deal could come
sooner rather than later. But at a sub-
sequent conference, Ms. Bartz said

Yahoo’s future would be “cleaner” if
it didn’t strike any sort of deal with
Microsoft.

On Thursday, Ms. Bartz laid out
her plan to increase revenue and
profits at the Sunnyvale, Calif., com-
pany by retooling Yahoo products
while keeping a close eye on costs.
She reiterated previously an-
nounced plans to update Yahoo’s
main properties, like its home page

and mail service. She said a
new design for the front
page, which Yahoo has been
testing, is expected to go
live “in the fall timeframe”
and that the company was
continuing to look at other
products to “shut down, re-
pair or outsource.”

Overall, the mood at the
meeting was more subdued
than last year, when share-
holders were upset that the
company turned down a

$45 billion acquisition offer from Mi-
crosoft. At last year’s meeting, sev-
eral board members, including Ya-
hoo’s then-CEO Jerry Yang, received
shareholder approval ratings of less
than 70%.

Several of the 40 or so sharehold-
ers in attendance said they were so
far impressed by Ms. Bartz. “She did
the things she said she was going to
do, cut staff, improve the advertis-
er’s experience and eliminate use-
less Web sites. What more can you
ask?” said Shelton Erlich, a small
shareholder from Palo Alto, Calif.

Yahoo’s Bartz requests
shareholders’ patience

Woolworths goes to Web
Retailer relaunches
as an online brand
after recession woes

Hennes & Mauritz profit climbs

By Lilly Vitorovich

LONDON—Woolworths, the big-
gest retail casualty so far during
the U.K.’s recession, was re-
launched Thursday as an online
brand selling children’s wear, toys
and party goods.

The reincarnated retailer’s new
offerings will also include pick ’n’
mix candy—a line that became syn-
onymous with Woolworths, or
Woolies, as it was affectionately
known—rebranded click ’n’ mix.
The online store will also sell a new
range of items, such as televisions,
mobile phones and iPods, geared to-
ward younger consumers.

Many mourned the loss of an
era when the company’s 807 shops
closed in January, resulting in the
loss of 27,000 jobs after 99 years of
business.

Woolworths storefronts had
been a fixture of nearly every U.K.
prime shopping district since the
retailer launched a big expansion
drive in the 1920s. But for consum-
ers, the appeal of the shops had
long been spent.

Market experts had warned for
years that the stores had lost focus
and its unpredictable mix of prod-
ucts—including such disparate of-
ferings as candy, books and DVDs,
children’s wear, gardening prod-
ucts and stationery—offered little
competition against big supermar-
kets, specialist stores, or emerging
Internet players.

Eventually, as sales declined,
the company was unable to pay
rent on its expensive store portfo-
lio and it was placed in administra-
tion—a form of bankruptcy protec-
tion—in November.

The new owner, U.K.-based cata-
log and Internet retailing company
Shop Direct Group Ltd., is re-
launching the brand online with
many of the products Woolworths
once stocked. However, the offer-
ings will be more focused.

Shop Direct asked one million
British families what they would
be likely to buy from the re-
launched Woolworths brand, tak-
ing a poll via its own blog, email, as
well as social-networking sites

Twitter and Facebook.
“Customers wanted a more tar-

geted offer,” Shop Direct Chief Execu-
tive Mark Newton-Jones said in an in-
terview. “It will be a one-stop-shop
for the family.”

The new Woolworths, which is
primarily targeting families with
young children, will be price-compet-
itive but won’t be a discounter or the
cheapest on the market, Mr. Newton-
Jones said. It will keep costs down
by functioning only online and using
Shop Direct’s existing distribution
and warehouse network. Wool-
worths’ work force consists of about
10 executives—the rest are existing
Shop Direct employees.

After attracting customers to its
site, Woolworths aims to keep them
by offering better customer service
than its competitors and touting its
“Very Important Families” club,
which will include free movies on Sat-
urday mornings for registered mem-
bers, special movie screenings of the
latest family blockbusters and the
chance to win Woolworths products.

Despite the deepest U.K. reces-
sion since World War II and tough
competition on the Internet and in
city centers, Mr. Newton-Jones is ad-
amant that Woolworths “will make a
profit in its first year.” He declined

to provide any specific sales or
profit targets.

The competition is formidable.
Woolworths’ targeted consumers
can already shop at Tesco PLC’s on-
line and catalog business Direct. The
business will also compete with the
likes of Home Retail Group PLC’s Ar-
gos chain, Toys ‘R’ Us Inc., Mother-
care PLC, HMV Group PLC, Play.com
and U.K. department-store chains.

Retail experts and competitors
say the online Woolworths brand
could struggle to compete in the cur-
rent environment, fighting for mar-
ket share that its predecessor lost.

“It is likely to take time to build
volume through the site, but compet-
itors that have benefited from major
capacity withdrawal subsequent to
Woolies’ demise will find Shop Di-
rect competing to win back market
share through the Woolworths.co.uk
site,” said Singer Capital Markets re-
tail analyst Matthew McEachran.

Woolworths started life in Brit-
ain in 1909 as F.W. Woolworth, an off-
shoot of the U.S. retailer founded in
1879. The U.K. chain really took off in
the 1920s. The British arm was
floated in London in 1931 after the
Wall Street crash of 1929 hit its U.S.
parent. The last Woolworths stores
in the U.S. closed in 1997.

Carol Bartz

CORPORATE NEWS

The online version of Woolworths will sell clothes, toys and electronics geared
toward younger consumers. The U.K. retailer closed its 807 stores in January.

By Ola Kinnander

STOCKHOLM—Hennes & Mau-
ritz AB on Thursday posted a 6.4%
rise in fiscal second-quarter net
profit, as it continued to fare better
during the economic downturn than
many of its rivals.

Sweden-based H&M—the
world’s third-largest fashion re-
tailer after U.S.-based Gap Inc. and
Spain’s Inditex SA, which vie for the
top spot—said its net profit in-
creased to 4.19 billion Swedish kro-
nor ($528.8 million) in the three
months ended May 31 from 3.94 bil-
lion kronor a year earlier. Revenue
rose 23% to 26.54 billion kronor.

The company said it “remains
positive toward future expansion
and the company’s business opportu-
nities.”

H&M’s quarterly earnings were
“strong throughout,” said Evli Bank

retail analyst Anders Wiklund in
Stockholm.

The retailer said the economic
downturn has hurt demand in all its
markets, especially in Spain, the
U.S. and the Nordic countries. Still,
Mr. Wiklund said the company is
clearly handling the rocky times bet-
ter than many other retailers,
largely thanks to its low-price pro-
file and strong brand name. “Every-
one is affected by the downturn, but
one continues to see that H&M is do-
ing relatively well,” he said.

H&M said its total sales for May
were flat from a year earlier, while
sales from stores open longer than a
year fell 9%. Analysts expected May
sales to be relatively weak because
of exceptionally strong figures a
year earlier, when total sales rose
25% and same-store sales grew 14%.

The upbeat earnings report
comes days before Karl-Johan Pers-

son, the 34-year old son of H&M’s ma-
jority owner and grandson of its
founder, takes over as chief executive.

Rolf Eriksen, who has been lead-
ing the company since 2000 and
turns 65 this fall, is retiring next
week. Mr. Eriksen said in an inter-
view that H&M continues to win
market share as many other retail-
ers are suffering during the harsh
economic environment.

“In a downturn, I think you
should look more at how we’re do-
ing against the market than how
we’re doing compared to the previ-
ous year,” Mr. Eriksen said.

The outgoing CEO said he is most
satisfied by H&M’s decision to stick
to the idea of expanding the number
of its stores by 10% to 15% annually.

H&M has more than 73,000 em-
ployees and 1,800 stores in 34 coun-
tries.

CHICAGO BOOTH MARKETERS. Our legendary pursuit of deeper
understanding, our breakthroughs in behavioral economics,
and our insights from the most comprehensive marketing
database in the academic world converge to produce the best
kind of marketers: those who drive innovation and alignment
throughout their organizations. And that’s one reason why
we’re more than a business school. We’re a business force.

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU

WHAT KIND
OF MARKETERS
CREATE
DURABLE VALUE
AS WELL AS BUZZ?
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Sel Emerg Mkt Equity GL EQ GGY 06/24 USD 164.64 25.7 –32.3 –17.1
Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8
Sel European Equity EU EQ GGY 06/24 USD 148.09 7.7 –39.6 –28.2
Sel Glob Equity GL EQ GGY 06/24 USD 154.07 7.3 –35.2 –26.9
Sel Glob Fxd Inc GL BD GGY 06/24 USD 130.57 1.2 –10.9 –2.8
Sel Pacific Equity AS EQ GGY 06/24 USD 110.08 21.8 –31.1 –17.8
Sel US Equity US EQ GGY 06/24 USD 102.81 2.0 –32.7 –23.0
Sel US Sm Cap Eq US EQ GGY 06/24 USD 137.14 4.9 –35.1 –27.8

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 06/19 USD 46.03 34.8 –29.1 –15.4
LG Asian Plus AS EQ CYM 06/19 USD 45.55 26.5 –31.7 –14.8
LG Asian SmallerCo's AS EQ BMU 06/24 USD 75.39 36.7 –34.0 –32.7
LG India EA EQ MUS 06/18 USD 48.05 50.6 –17.5 –12.9
Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 06/23 EUR 23.66 –9.8 –55.8 –46.8
MP-TURKEY.SI OT OT SVN 06/23 EUR 24.25 24.2 –29.2 –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 06/19 USD 12.20 39.9 –13.9 –4.6
Parex Caspian Sea Eq EU EQ LVA 06/19 EUR 3.03 44.3 –65.5 –44.9
Parex Eastern Europ Bd EU BD LVA 06/19 USD 12.20 39.9 –13.9 –4.6
Parex Russian Eq EE EQ LVA 06/19 USD 15.10 74.4 –53.6 –22.3

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 06/25 USD 136.37 23.0 –30.3 –18.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 06/25 USD 130.35 22.5 –30.9 –19.2
PF (LUX)-Biotech-Pca OT EQ LUX 06/24 USD 266.35 –6.6 –18.5 –5.9
PF (LUX)-CHF Liq-Pca CH MM LUX 06/24 CHF 124.16 0.2 0.7 1.4
PF (LUX)-CHF Liq-Pdi CH MM LUX 06/24 CHF 93.71 0.1 0.7 1.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 06/24 USD 93.47 14.9 –16.9 –12.4
PF (LUX)-East Eu-Pca EU EQ LUX 06/24 EUR 209.49 56.9 –49.6 –32.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/25 USD 121.50 30.4 –37.9 –20.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/25 USD 394.93 29.8 –38.6 –20.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/24 EUR 81.96 7.2 –26.9 –25.0
PF (LUX)-EUR Bds-Pca EU BD LUX 06/24 EUR 370.92 –0.7 5.1 2.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/24 EUR 282.26 –0.7 5.1 2.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/24 EUR 135.00 8.1 4.9 1.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/24 EUR 94.91 8.1 4.9 1.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/24 EUR 115.05 27.6 –15.0 –13.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/24 EUR 66.70 27.6 –15.0 –13.0
PF (LUX)-EUR Liq-Pca EU MM LUX 06/24 EUR 135.65 0.8 2.5 3.0
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/24 EUR 97.76 0.8 2.5 3.0
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/24 EUR 102.33 0.5 2.2 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/24 EUR 100.97 0.5 2.2 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/24 EUR 333.04 8.9 –30.9 –29.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/24 EUR 107.69 6.5 –27.4 –27.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/24 USD 213.69 12.8 6.4 5.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/24 USD 145.37 12.8 6.4 5.4
PF (LUX)-Gr China-Pca AS EQ LUX 06/25 USD 286.06 34.5 –18.0 –9.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/25 USD 279.77 46.0 –14.2 –11.5
PF (LUX)-Jap Index-Pca JP EQ LUX 06/25 JPY 8805.11 8.1 –32.2 –27.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/25 JPY 7576.00 3.8 –37.9 –33.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/25 JPY 7372.41 3.4 –38.3 –33.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/25 JPY 4240.95 8.0 –33.1 –28.7
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/25 USD 198.80 25.6 –29.9 –16.9
PF (LUX)-Piclife-Pca CH BA LUX 06/24 CHF 720.26 4.5 –7.9 –9.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/24 EUR 49.43 12.0 –20.1 –24.4
PF (LUX)-Rus Eq-Pca OT OT LUX 06/24 USD 40.46 77.1 –58.9 NS
PF (LUX)-Security-Pca GL EQ LUX 06/24 USD 80.95 13.3 –16.6 –15.7

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/24 EUR 366.30 12.2 –31.1 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 06/24 USD 83.20 1.9 –31.0 –19.4
PF (LUX)-USA Index-Pca US EQ LUX 06/24 USD 72.84 0.5 –30.2 –21.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 06/24 USD 500.77 –5.6 5.6 6.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/24 USD 367.46 –5.6 5.6 6.6
PF (LUX)-USD Liq-Pca US MM LUX 06/24 USD 130.83 0.5 1.5 2.5
PF (LUX)-USD Liq-Pdi US MM LUX 06/24 USD 85.42 0.5 1.5 2.5
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/24 USD 101.55 0.2 1.5 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/24 USD 100.84 0.2 1.5 NS
PF (LUX)-Water-Pca GL EQ LUX 06/24 EUR 106.69 3.6 –20.8 –19.0
PF (LUX)-WldGovBds-Pca GL BD LUX 06/25 USD 159.22 –3.4 5.1 9.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/25 USD 131.79 –3.4 5.1 9.4
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/24 USD 45.60 9.9 –53.2 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 06/24 USD 10.49 33.8 –18.2 –16.3
Japan Fund USD JP EQ IRL 06/25 USD 15.44 5.1 –3.6 –8.7
Polar Healthcare Class I USD OT OT IRL 06/24 USD 10.61 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/24 USD 10.61 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 06/17 USD 90.74 57.3 –24.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/24 EUR 572.39 1.6 –28.7 NS
Core Eurozone Eq B EU EQ IRL 06/24 EUR 671.24 2.1 –27.5 NS
Euro Fixed Income A EU BD IRL 06/24 EUR 1149.20 1.5 –4.4 –4.2
Euro Fixed Income B EU BD IRL 06/24 EUR 1223.04 1.8 –3.9 –3.6
Euro Small Cap A EU EQ IRL 06/24 EUR 951.05 12.2 –34.8 –34.0
Euro Small Cap B EU EQ IRL 06/24 EUR 1015.59 12.5 –34.4 –33.6
Eurozone Agg Eq A EU EQ IRL 06/24 EUR 523.39 5.3 –30.2 –29.4
Eurozone Agg Eq B EU EQ IRL 06/24 EUR 749.84 5.6 –29.8 –29.0
Glbl Bd (EuroHdg) A GL BD IRL 06/24 EUR 1264.72 5.6 0.0 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 06/24 EUR 1338.24 5.9 0.7 0.5
Glbl Bd A EU BD IRL 06/24 EUR 1023.91 4.4 7.6 –0.2
Glbl Bd B EU BD IRL 06/24 EUR 1086.63 4.7 8.3 0.4
Glbl Real Estate A OT EQ IRL 06/24 USD 669.75 0.5 –41.7 –30.4
Glbl Real Estate B OT EQ IRL 06/24 USD 688.32 0.8 –41.3 –30.0
Glbl Real Estate EH-A OT EQ IRL 06/24 EUR 615.99 –1.8 –40.6 –31.8
Glbl Real Estate SH-B OT EQ IRL 06/24 GBP 57.65 –2.8 –41.2 –31.4
Glbl Strategic Yield A EU BD IRL 06/24 EUR 1329.91 17.6 –9.8 –6.0
Glbl Strategic Yield B EU BD IRL 06/24 EUR 1418.76 18.0 –9.3 –5.4
Japan Equity A JP EQ IRL 06/24 JPY 11481.00 11.1 –31.5 –28.7
Japan Equity B JP EQ IRL 06/24 JPY 12199.00 11.4 –31.1 –28.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/24 USD 1682.51 30.8 –23.9 –16.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/24 USD 1790.00 31.2 –23.5 –16.4
Pan European Eq A EU EQ IRL 06/24 EUR 768.32 6.9 –29.9 –28.0
Pan European Eq B EU EQ IRL 06/24 EUR 816.49 7.2 –29.6 –27.6
US Equity A US EQ IRL 06/24 USD 697.64 4.3 –32.9 –21.6
US Equity B US EQ IRL 06/24 USD 744.67 4.6 –32.5 –21.2
US Small Cap A US EQ IRL 06/24 USD 1021.43 1.6 –34.6 –24.6
US Small Cap B US EQ IRL 06/24 USD 1090.89 1.9 –34.3 –24.1

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/25 SEK 64.81 7.7 –32.1 –30.5
Choice Japan Fd JP EQ LUX 06/25 JPY 48.51 7.9 –32.0 –29.6
Choice Jpn Chance/Risk JP EQ LUX 06/25 JPY 49.59 10.7 –38.4 –30.9
Choice NthAmChance/Risk US EQ LUX 06/25 USD 3.18 13.7 –37.4 –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 06/25 EUR 3.29 7.8 –35.5 –31.1
Global Chance/Risk Fd GL EQ LUX 06/25 EUR 0.49 4.5 –29.2 –25.8
Global Fd GL EQ LUX 06/25 USD 1.72 3.4 –36.3 –24.3
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 06/25 USD 5.90 30.3 –20.8 –15.5
Currency Alpha EUR -IC- OT OT LUX 06/25 EUR 10.61 –2.8 0.1 1.9
Currency Alpha EUR -RC- OT OT LUX 06/25 EUR 10.53 –3.0 –0.3 1.4
Currency Alpha SEK -ID- OT OT LUX 06/25 SEK 98.72 –6.6 –3.9 NS
Currency Alpha SEK -RC- OT OT LUX 06/25 SEK 116.67 –3.0 –0.3 1.4
Generation Fd 80 OT OT LUX 06/25 SEK 7.04 10.3 –16.0 NS
Nordic Focus EUR NO EQ LUX 06/25 EUR 59.69 19.6 –31.6 NS
Nordic Focus NOK NO EQ LUX 06/25 NOK 67.33 19.6 –31.6 NS
Nordic Focus SEK NO EQ LUX 06/25 SEK 70.42 19.6 –31.6 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/25 USD 1.46 5.0 –32.3 –22.8
Ethical Global Fd GL EQ LUX 06/25 USD 0.65 8.6 –31.7 –23.5
Ethical Sweden Fd NO EQ LUX 06/25 SEK 33.34 20.9 –11.1 –16.6
Europe Fd EU EQ LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 06/25 SEK 12.68 –0.5 1.9 4.8
Medical Fd OT EQ LUX 06/25 USD 2.73 –4.7 –18.6 –13.6
Short Medium Bd Fd SEK NO MM LUX 06/25 SEK 8.79 0.9 2.2 2.8
Technology Fd OT EQ LUX 06/25 USD 1.99 27.8 –22.6 –13.2
World Fd NO BA LUX 06/25 USD 1.71 7.0 –30.2 –18.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/25 EUR 1.27 0.1 0.6 1.5
Short Bond Fd SEK NO MM LUX 06/25 SEK 21.87 1.5 2.3 2.9
Short Bond Fd USD US MM LUX 06/25 USD 2.49 –0.2 0.8 1.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/25 SEK 10.00 –0.6 –1.8 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 06/25 SEK 8.65 –0.6 –1.8 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 06/25 SEK 25.03 –0.7 –1.9 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 06/25 SEK 7.79 –0.7 –1.9 –0.2
Alpha Short Bd SEK -A- NO MM LUX 06/25 SEK 11.04 2.1 3.1 3.4
Alpha Short Bd SEK -B- NO MM LUX 06/25 SEK 10.10 2.1 3.1 3.4
Alpha Short Bd SEK -C- NO MM LUX 06/25 SEK 21.59 2.1 2.9 3.2
Alpha Short Bd SEK -D- NO MM LUX 06/25 SEK 8.17 2.1 2.9 3.2
Bond Fd SEK -C- NO BD LUX 06/25 SEK 41.80 0.6 10.8 6.2
Bond Fd SEK -D- NO BD LUX 06/25 SEK 12.14 0.7 10.9 5.7
Corp. Bond Fd EUR -C- EU BD LUX 06/25 EUR 1.15 5.5 –0.8 –0.9
Corp. Bond Fd EUR -D- EU BD LUX 06/25 EUR 0.88 5.6 –0.8 –1.1
Corp. Bond Fd SEK -C- NO BD LUX 06/25 SEK 11.34 5.5 –5.4 –2.5
Corp. Bond Fd SEK -D- NO BD LUX 06/25 SEK 8.57 5.5 –5.4 –2.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/25 EUR 100.98 –2.8 5.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/25 EUR 105.39 1.8 10.1 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 06/25 SEK 1167.47 1.8 10.1 NS
Flexible Bond Fd -C- NO BD LUX 06/25 SEK 21.23 1.8 6.3 4.4
Flexible Bond Fd -D- NO BD LUX 06/25 SEK 11.61 1.8 6.2 4.4

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/25 SEK 77.31 –3.5 –26.3 –16.2
SEB Asset Sele Defensive Inc OT OT LUX 06/25 SEK 70.63 –3.5 –26.3 –17.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/25 USD 2.02 31.2 –31.5 –13.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/25 SEK 26.51 57.9 1.5 –15.2
Europe Chance/Risk Fd EU EQ LUX 06/25 EUR 823.98 8.1 –39.1 –33.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 06/18 USD 1029.81 9.5 –45.6 –10.7
MENA Special Sits Fund OT OT BMU 05/31 USD 1031.41 6.2 NS NS
UAE Blue Chip Fund OT OT ARE 06/18 AED 5.82 26.8 –53.2 –19.4

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 06/24 EUR 27.42 –3.6 –7.3 –1.2

Bonds Eur Corp A OT OT LUX 06/22 EUR 21.75 4.9 1.8 –0.5
Bonds Eur Hi Yld A OT OT LUX 06/22 EUR 16.63 25.1 –16.0 –13.9
Bonds EURO A OT OT LUX 06/22 EUR 39.69 0.5 8.9 5.0
Bonds Europe A OT OT LUX 06/22 EUR 38.15 0.7 8.9 4.2
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 06/22 USD 34.02 7.9 8.0 7.2
Bonds World A OT OT LUX 06/22 USD 39.61 –0.6 3.2 8.5
Eq. China A OT OT LUX 06/24 USD 19.52 30.6 –12.9 –13.0
Eq. ConcentratedEuropeA OT OT LUX 06/24 EUR 22.45 9.0 –29.1 –29.1
Eq. Eastern Europe A OT OT LUX 06/24 EUR 16.52 25.0 –55.1 –36.4
Eq. Equities Global Energy OT OT LUX 06/24 USD 15.03 5.4 –47.8 –18.9
Eq. Euroland A OT OT LUX 06/24 EUR 8.98 –2.0 –32.3 –30.4
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/22 EUR 14.54 5.9 –32.2 –24.6
Eq. EurolandFinancialA OT OT LUX 06/24 EUR 9.14 8.5 –34.8 –34.4
Eq. Glbl Emg Cty A OT OT LUX 06/24 USD 7.85 31.4 –33.4 –17.2
Eq. Global A OT OT LUX 06/24 USD 22.25 5.8 –32.5 –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 06/24 USD 24.38 16.6 –14.3 –1.7
Eq. Japan Sm Cap A OT OT LUX 06/24 JPY 1025.62 13.3 –24.5 –31.5
Eq. Japan Target A OT OT LUX 06/25 JPY 1764.86 12.8 –11.0 –15.3
Eq. Pacific A OT OT LUX 06/24 USD 7.83 22.6 –27.5 –18.3
Eq. US ConcenCore A OT OT LUX 06/24 USD 18.25 12.4 –25.0 –16.2
Eq. US Lg Cap Gr A OT OT LUX 06/24 USD 12.46 15.6 –37.9 –20.4
Eq. US Mid Cap A OT OT LUX 06/24 USD 22.94 14.5 –37.5 –18.3
Eq. US Multi Strg A OT OT LUX 06/24 USD 17.12 7.1 –37.2 –24.4
Eq. US Rel Val A OT OT LUX 06/24 USD 16.25 4.6 –35.4 –29.6
Eq. US Sm Cap Val A OT OT LUX 06/24 USD 12.76 –1.4 –41.9 –33.2
Eq. US Value Opp A OT OT LUX 06/24 USD 13.10 1.1 –42.9 –33.1
Money Market EURO A OT OT LUX 06/24 EUR 27.33 0.8 3.0 3.6
Money Market USD A OT OT LUX 06/22 USD 15.82 0.5 1.7 2.9

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 06/25 JPY 8869.00 3.1 –36.3 –35.3
YMR-N Japan Fund OT OT IRL 06/25 JPY 10115.00 7.2 –33.4 –31.4
YMR-N Low Price Fund OT OT IRL 06/24 JPY 13981.82 7.7 –31.3 –30.0
YMR-N Small Cap Fund OT OT IRL 06/25 JPY 6744.00 5.1 –32.7 –35.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/25 JPY 6320.00 7.1 –35.9 –32.4
Yuki 77 Growth JP EQ IRL 06/25 JPY 5975.00 1.0 –39.7 –37.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/25 JPY 6630.00 6.3 –34.2 –33.2
Yuki Chugoku JpnLowP JP EQ IRL 06/25 JPY 8592.00 4.9 –26.2 –27.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/25 JPY 6960.00 2.8 –38.0 –34.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/25 JPY 4597.00 1.1 –41.2 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 06/25 JPY 5378.00 1.9 –33.2 –29.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/25 JPY 4968.00 5.6 –30.4 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/25 JPY 4361.00 2.6 –43.8 –37.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/25 JPY 4569.00 1.7 –44.6 –38.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/25 JPY 6504.00 6.6 –39.5 –34.4
Yuki Mizuho Jpn Gen OT OT IRL 06/25 JPY 8588.00 7.1 –34.0 –33.1
Yuki Mizuho Jpn Gro OT OT IRL 06/25 JPY 6449.00 3.2 –34.3 –34.9
Yuki Mizuho Jpn Inc OT OT IRL 06/25 JPY 7780.00 –2.2 –35.1 –31.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/25 JPY 5120.00 2.7 –36.1 –32.5
Yuki Mizuho Jpn LowP OT OT IRL 06/25 JPY 12348.00 9.0 –23.1 –26.0
Yuki Mizuho Jpn PGth OT OT IRL 06/25 JPY 7936.00 3.9 –38.4 –35.4
Yuki Mizuho Jpn SmCp OT OT IRL 06/25 JPY 6773.00 10.4 –32.4 –34.6
Yuki Mizuho Jpn Val Sel OT OT IRL 06/25 JPY 5720.00 10.1 –30.8 –29.3
Yuki Mizuho Jpn YoungCo OT OT IRL 06/25 JPY 2750.00 15.2 –36.3 –42.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/25 JPY 4932.00 9.6 –40.3 –35.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/25 JPY 5416.00 6.2 –35.4 –33.6

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/29 USD 1354.30 0.5 4.1 5.9

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

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

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 06/12 USD 784.53 73.9 –55.8 –25.3

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 06/12 GBP 0.98 4.5 NS NS

Global Absolute EUR OT OT NA 06/12 EUR 1.45 5.2 NS NS

Global Absolute USD OT OT GGY 06/12 USD 1.85 4.8 NS NS

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 05/29 USD 178.71 5.9 –18.6 –10.7

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 06/19 USD 272.11 41.6 –63.8 –41.6

Antanta MidCap Fund EE EQ AND 06/19 USD 413.80 42.8 –77.3 –46.6

Meriden Opps Fund GL OT AND 06/17 EUR 80.19 –7.9 –24.9 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 06/23 USD 50.49 –41.5 –26.5 –1.4

Superfund GCT USD* OT OT LUX 06/23 USD 2433.00 –34.5 –24.9 –5.0

Superfund Gold A (SPC) OT OT CYM 06/23 USD 906.23 –21.5 –16.7 10.9

Superfund Gold B (SPC) OT OT CYM 06/23 USD 915.47 –33.3 –27.8 5.6

Superfund Q-AG* OT OT AUT 06/23 EUR 6825.00 –23.4 –14.7 0.8

n WEAVERING CAPITAL

www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720

Weavering Macro F.I. Fd OT 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 1227.87 –5.1 –8.7 4.0

Winton Evolution GBP GL OT VGB 05/29 GBP 1208.30 –5.3 –8.3 5.1

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 1196.47 –5.3 –9.1 4.1

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.
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Toyota gets revival plan
New boss urges firm
to tailor cars to meet
regional demands

CORPORATE NEWS

By John Murphy

TOKYO—The new president of
Toyota Motor Corp. on Thursday ac-
knowledged the company erred in
the last decade with an all-out push to
become the world’s largest car maker
and vowed to change priorities.

“I do not think we were wrong to
expand our business to meet the
needs of customers around the world
but we may have stretched more than
we should have,” said Akio Toyoda,
grandson of the company’s founder.

Mr. Toyoda told reporters that his
primary goal is to change the compa-
ny’s priorities, putting products first,

not sales and profits.
“Rather than asking, ‘How many

cars will we sell?’ or ‘How much
money will we make by selling these
cars?’ we need to ask ourselves,
‘What kind of cars will make people
happy?’ as well as, ‘What pricing will
attract them in each region?’ Then
we must make those cars,” he said.

Toyota had a record loss in its fis-
cal year ended March 2009 and is
braced for a bigger one this year. Mr.
Toyoda said it might be profitable
again in the year ending March 2011.

But beyond promising that he will
take a 30% pay cut and that Toyota
will open a marketing company for
its products in Japan, Mr. Toyoda’s re-
covery plan was short on specifics.

The 53-year-old executive offered
few details about how he will address
the company’s many troubles, includ-
ing excess capacity at its plants world-
wide, confusion over what to do with

a new Mississippi plant, and the con-
tinued strain caused by the stronger
yen. Instead, the U.S.-educated Mr.
Toyoda, who was officially appointed
president Tuesday, used a news con-
ference to outline a back-to-basics
management philosophy.

During the past 10 years, as it
worked to successfully unseat Gen-
eral Motors Corp. as the biggest glo-
bal auto maker, Toyota expanded rap-
idly, increasing production 500,000
vehicles a year to race toward its goal
of producing more than 10 million ve-
hicles in calendar 2009. In the fiscal
year ended in March 2008, Toyota ap-
peared on its way to that goal, mak-
ing 8.9 million vehicles and posting a
record profit of 1.72 trillion yen ($18
billion currently).

But the economic slump and finan-
cial crisis pushed sales off a cliff, leav-
ing Toyota with bloated inventories,
idle plants and huge losses. The com-

pany had faced some of the same
problems Detroit makers have long
contended with, including paying
workers who aren’t making cars and
even a decline in vehicle quality.

For the fiscal year ended in
March, the company reported a loss

of 436.8 billion yen and made only 7.5
million vehicles. Toyota forecasts a
net loss of 550 billion yen for the cur-
rent fiscal year, during which it will
make only 6.5 million vehicles.
 —Yoshio Takahashi

contributed to this article.

Toyota Motor
Net income/loss, in trillions of yen

Note: Fiscal year ends March 31 of year shown
Source: the company

President of Toyota Motor Akio Toyoda, 
right, with executive vice presidents 
Shinichi Sasaki, left, and Yukitoshi Funo
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By Jeanne Whalen

Europe’s main medical regulator
recommended that a 50-year-old
painkiller, already largely ordered
off shelves in some places, be with-
drawn from the European market
out of concern that patients have
been fatally overdosing from it.

The drug is known by the generic
names dextropropoxyphene in Eu-
rope and propoxyphene in the U.S. It
is still on the market in the U.S.,
where the Food and Drug Adminis-
tration is considering whether to
withdraw it.

The drug is an opioid that is
widely used to treat mild to moder-
ate pain. It was first introduced in
the U.S. in 1957 by Eli Lilly & Co., un-
der the brand name Darvon. Today
it is marketed by a variety of generic-
drug makers. Critics of the drug
have been trying to have it with-
drawn from the market for years.

The European Medicines
Agency, or EMEA, said a “signifi-
cant” number of Europeans have
died by overdosing with the drug, ei-
ther accidentally or intentionally.
An EMEA official didn’t respond to a
request for clarification on how
many people have died.

The U.K. and Sweden ordered the
drug—when used in combination
with paracetamol—to be taken off
the market in 2005, prompting a Eu-
rope-wide review, which the EMEA
began in 2007. The EMEA makes rec-
ommendations that the European
Commission must sign off on. The
commission usually follows the
EMEA’s advice.

One maker of the drug, Sanofi-
Aventis SA, said Thursday it would
stop selling its products containing
the drug in Europe.

In January, a panel of experts ad-
vising the FDA voted 14 to 12 in favor
of pulling the drug from the U.S. mar-
ket. An FDA spokeswoman said
Thursday that the agency is still de-
ciding whether to follow that recom-
mendation.

A spokeswoman for Eli Lilly &
Co. said the company sold the rights
to propoxyphene in 2002. She de-
clined to comment further.

Regulator advises
pain reliever
be banned in EUEUROPE ON €1.50 A WEEK

NEW Expanded
European Coverage
The day’s global business and
financial news reported from a
local perspective...so you get
intelligence that’s focused and
relevant.

NEW UK News Page
UK-specific financial and political
news keeps you on top of late-
breaking local developments.

REGIONAL Market
Data Centers
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Mobile Reader
Stay connected with Europe
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key word alerts, save and share
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& More
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Community, blogs, and more.

For global news with a European focus
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You want global business and financial news you can trust.
But you want it with a European accent.

Welcome to the new European edition of WSJ.com. The
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news and analysis on the web, with insightful coverage
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WSJ.com. The best of both worlds for just €1.50 a week.
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Or call: +44 (0)20 7309 7799
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Gl Value A GL EQ LUX 06/24 USD 8.84 4.1 –41.8 –31.6
Gl Value B GL EQ LUX 06/24 USD 8.16 3.6 –42.4 –32.4
Gl Value I GL EQ LUX 06/24 USD 9.36 4.5 –41.4 –31.1
India Growth AX OT OT LUX 06/24 USD 82.89 43.5 –12.4 –6.3
India Growth BX OT OT LUX 06/24 USD 71.23 42.8 –13.3 –7.2
India Growth Fund USD A OT OT LUX 06/24 USD 94.96 NS NS NS
India Growth I EA EQ LUX 06/24 USD 85.68 43.7 –12.1 –6.0
Int'l Health Care A OT EQ LUX 06/24 USD 114.58 –2.4 –19.1 –15.4
Int'l Health Care B OT EQ LUX 06/24 USD 97.16 –2.9 –19.9 –16.2
Int'l Health Care I OT EQ LUX 06/24 USD 124.67 –2.0 –18.5 –14.7
Int'l Technology A OT EQ LUX 06/24 USD 83.53 14.2 –32.3 –19.2
Int'l Technology B OT EQ LUX 06/24 USD 72.76 13.7 –33.0 –20.0
Int'l Technology I OT EQ LUX 06/24 USD 93.27 14.6 –31.8 –18.5
Japan Blend A JP EQ LUX 06/24 JPY 5711.00 6.4 –36.9 –30.8
Japan Growth A JP EQ LUX 06/24 JPY 5578.00 0.3 –37.4 –31.3
Japan Growth I JP EQ LUX 06/24 JPY 5716.00 0.7 –36.9 –30.7
Japan Strat Value A JP EQ LUX 06/24 JPY 5764.00 11.8 –37.4 –30.8
Japan Strat Value I JP EQ LUX 06/24 JPY 5893.00 12.2 –36.9 –30.3
Real Estate Sec. A OT EQ LUX 06/24 USD 10.67 0.0 –39.0 –29.8
Real Estate Sec. B OT EQ LUX 06/24 USD 9.80 –0.5 –39.7 –30.5

Real Estate Sec. I OT EQ LUX 06/24 USD 11.42 0.4 –38.5 –29.2
Short Mat Dollar A US BD LUX 06/24 USD 6.77 1.9 –11.7 –10.6
Short Mat Dollar A2 US BD LUX 06/24 USD 8.95 2.2 –11.8 –10.7
Short Mat Dollar B US BD LUX 06/24 USD 6.77 1.7 –12.2 –11.0
Short Mat Dollar B2 US BD LUX 06/24 USD 8.92 1.8 –12.3 –11.1
Short Mat Dollar I US BD LUX 06/24 USD 6.77 2.1 –11.2 –10.1

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 06/23 GBP 6.50 –2.4 –21.6 –17.2
Andfs. Borsa Global GL EQ AND 06/23 EUR 5.31 –8.4 –35.4 –27.2
Andfs. Emergents GL EQ AND 06/23 USD 12.42 24.2 –35.5 –18.6
Andfs. Espanya EU EQ AND 06/23 EUR 10.77 –0.5 –25.2 –20.8
Andfs. Estats Units US EQ AND 06/23 USD 12.21 0.1 –32.4 –21.8
Andfs. Europa EU EQ AND 06/23 EUR 6.34 –2.3 –30.0 –26.0

Andfs. Franca EU EQ AND 06/23 EUR 7.89 –4.7 –30.9 –28.0
Andfs. Japo JP EQ AND 06/23 JPY 461.92 5.4 –33.0 –29.4
Andfs. Plus Dollars US BA AND 06/23 USD 8.45 0.2 –17.2 –11.3
Andfs. RF Dolars US BD AND 06/23 USD 10.60 3.8 –6.6 –2.6
Andfs. RF Euros EU BD AND 06/23 EUR 9.89 10.5 –6.9 –6.2
Andorfons EU BD AND 06/23 EUR 13.09 9.8 –9.5 –9.2
Andorfons Alternative Premium OT OT AND 04/30 EUR 93.10 0.8 –18.0 –9.4
Andorfons Mix 30 EU BA AND 06/23 EUR 8.27 2.2 –22.7 –16.8
Andorfons Mix 60 EU BA AND 06/23 EUR 7.79 –4.1 –32.4 –24.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/19 USD 189746.05 40.7 –21.2 –14.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 06/25 EUR 9.69 –3.8 –5.6 –2.6
DJE-Absolut P GL EQ LUX 06/25 EUR 177.68 1.4 –24.1 –16.5
DJE-Alpha Glbl P EU BA LUX 06/25 EUR 157.88 2.6 –19.3 –12.4
DJE-Div& Substanz P GL EQ LUX 06/25 EUR 182.41 4.3 –18.5 –14.0
DJE-Gold&Resourc P OT EQ LUX 06/25 EUR 139.70 6.9 –26.1 –10.6
DJE-Renten Glbl P EU BD LUX 06/25 EUR 124.12 3.7 3.1 0.6
LuxPro-Dragon I AS EQ LUX 06/25 EUR 129.88 39.9 –0.2 –6.5

LuxPro-Dragon P AS EQ LUX 06/25 EUR 126.71 39.6 –0.7 –7.6
LuxTopic-Aktien Europa EU EQ LUX 06/25 EUR 15.33 7.0 –8.4 –8.7
LuxTopic-Pacific AS EQ LUX 06/25 EUR 12.82 41.7 –27.5 –20.2

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 06/21 SAR 5.63 18.8 –43.7 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 06/24 USD 293.73 19.6 –4.4 –1.2

Continued from previous page

Please turn to next page

By Kara Scannell

And Sarah N. Lynch

WASHINGTON—The most “criti-
cal” change needed in derivatives
oversight is the introduction of regu-
lations covering dealers involved in
those transactions, Commodity Fu-
tures Trading Commission Chair-
man Gary Gensler said.

“Only through the dealer can we
get the whole panoply” of informa-
tion about derivatives contracts,
Mr. Gensler, a supporter of the
Obama administration’s broad plan
to revamp financial regulation, said
in an interview Thursday with The
Wall Street Journal.

“I believe that is the critical
piece,” he said. The lack of regula-
tion of dealers is “one of the
great lessons” of the finan-
cial crisis.

The administration’s
plan for regulating the over-
the-counter derivatives mar-
ket calls for a two-pronged
approach: increased over-
sight of the dealers, such as
major banks like Goldman
Sachs Group Inc., Bank of
America Corp. and Morgan
Stanley, and oversight of the
contracts themselves, which
can cover interest rates, exchange
rates and energy prices.

Standardized derivatives con-
tracts would be traded on exchanges
or electronic trading platforms and
processed through clearing houses,
which guarantee that trades are
completed and cushions the blow to
the markets in the event of a default.
Customized contracts would be re-
ported to a central repository.

“Central clearing will further
lower risk,” Mr. Gensler said.

Under the proposed Obama plan,
dealers would for the first time be
held to strict capital and margin re-
quirements as well as business con-
duct standards. Mr. Gensler said he
believes customized contracts
should have higher capital require-
ments than standardized ones be-
cause they are “less liquid and less
transparent.”

That increased cost could move
more of the market toward standard-
ized contracts and onto exchanges
or electronic trading venues. That
would address a concern of investor
groups that this portion of the mar-
ket otherwise would remain in the
shadows.

Some corporations and financial
institutions fear that the Obama
plan will make it more expensive to
reduce their risks or hedge against
moves in oil prices or interest rates.

Mr. Gensler also said there is an
“emerging consensus” among U.S.
regulators that the proposed regula-
tor in charge of systemic risk should
“take the lead” in setting capital
standards.

The CFTC and Securities and Ex-
change Commission, which are ex-
pected to have shared oversight of
derivatives, would be best suited to
oversee “market functions” and
business conduct, he said. That in-
volves oversight of the exchanges,
dealers, record-keeping and other
back office requirements, as well as
anti-fraud and manipulation rules.

The SEC and CFTC have a Sep-
tember deadline to report to the ad-
ministration on how they plan to
harmonize rules between the two

agencies. Mr. Gensler
said he and the SEC are
“at the starting point” in
that effort.

Regulators and aca-
demics have said that
gaps in derivatives over-
sight contributed to the
two-year global financial
crisis, although industry
participants disagree

Currently, there is no
comprehensive, direct
regulation of the over-

the-counter derivatives market.
The Commodity Futures Modern-

ization Act of 2000 prevented the Se-
curities and Exchange Commission
and the Commodity Futures Trad-
ing Commission from directly regu-
lating swaps, although the SEC has
some anti-fraud authority on secu-
rity-based swaps. Banking regula-
tors also may look at swap data as
part of their routine regulatory su-
pervision of banks.

In addition, some products like
energy swaps traded electroni-
cally on exempt commercial mar-
kets may be overseen by the CFTC
if they help set market prices.

Addressing other areas, Mr. Gen-
sler said clearing houses should be
open to other participants, not just
dealers, which could include hedge
funds, if they meet risk standards.
ICE Trust, the only operable U.S.
clearinghouse for credit-default
swaps, currently offers membership
only to big Wall Street banks.

He also said the CFTC has seen
an increase in Ponzi schemes. In Feb-
ruary, Stephen J. Obie, the acting
head of enforcement, said the
agency is bracing itself for an uptick
in alleged Ponzi scheme cases. For
the year ended Sept. 30, the CFTC
filed civil cases against 13 alleged
Ponzi cases. With three months to
go in the current fiscal year, the
agency is already at 25 cases.

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

Derivatives dealers are
in U.S. regulator’s sights

Once-hot hotel deals cool
As occupancy slides,
loan defaults rise;
cryptic call at resort
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Chain

Primary buyers

Completion date

Price (debt & equity)

No. of hotels*

Flagship brands

Sources: SNL Financial, WSJ research†Includes hotels that are owned outright, in a joint venture or 
leased.  Hilton franchises and manages an additional 2,600 hotels.

Hilton Hotels

Blackstone Group

October 2007

$26 billion

182†

Hilton, DoubleTree,
Embassy Suites,
Waldorf-Astoria

Equity Inns

Goldman Sachs/
Whitehall

October 2007

$2.2 billion

132

Hampton Inn,
Courtyard

by Marriott

La Quinta

Blackstone Group

January 2006

$3.4 billion

274

La Quinta,
Baymont Inn,

Woodfield Suites

CNL Hotels & Resorts

Morgan Stanley/Ashford
Hospitality Trust

April 2007

$5.5 billion

59

Hyatt, Residence Inn,
Ritz-Carlton, JW Marriott

No reservations | Hotel deals at the peak of the market

Photos:  Associated Press (Hilton, Courtyard); La Quinta; Bloomberg News (Hyatt) 

*At time of sale   

By Kris Hudson

And Anton Troianovski

On Tuesday morning, time-share
salesman Albert Mora was waiting
to meet potential buyers of a Tahiti
Village time-share for a tour of the
Las Vegas property when a fellow em-
ployee got a cryptic call from head-
quarters to turn away all buyers.

Staff members scurried down
the stairs with bundles of cash to re-
turn deposits of those being given
tours. Later in the day, Mr. Mora
learned that Tahiti Village’s owner,
Consolidated Resorts Inc., which is
owned by a Goldman Sachs Group
Inc. real-estate fund, was filing for
bankruptcy-court protection.

Managers of the fund, part of
Goldman’s Whitehall real-estate pri-
vate-equity franchise, had decided
to walk away from the $372 million
investment, two years after the deal
closed.

The chaotic fall of time-share de-
veloper Consolidated is the latest ex-
ample of how Wall Street’s foray
into the lodging industry is turning
out to be a big bust.

Just a few years ago, investors
were paying top dollar to acquire
hospitality companies on the as-
sumption that demand for time-
shares, room rates and travel bud-
gets would continue to rise for the
foreseeable future. After all, they
reasoned, the industry rebounded
quickly after the terrorist attacks on
Sept. 11, 2001, which meant the in-
dustry was resilient enough to with-
stand severe downturns.

In a prepared statement Tues-
day, Consolidated said it planned to
file for bankruptcy protection be-
cause of a lending environment that
“has made it impossible to continue
this company.”

The country’s biggest time-share
developers also have seen their busi-
ness sputter. At Wyndham World-
wide Corp., the biggest time-share
developer in the U.S., “vacation own-
ership” sales plunged to $280 mil-
lion in the first quarter of 2009,
down 39% from a year earlier. Marri-
ott International Inc. reported a
first-quarter operating loss of $17
million in its time-share business.

Now, travel budgets are being
slashed and room rates are falling,
leaving some hotels without enough
cash flow to cover their expenses. In
the first five months of this year,
U.S. hotel occupancy declined to
53%, the lowest total since Smith
Travel Research began tracking the
figures in 1987. Revenue per avail-
able room, on average, has declined
to $52.78 so far this year, the lowest
tally since 2004.

While all types of hotels are
struggling in this recession—from
luxury to budget, from big to small—
the most imperiled are chains that
own lots of real estate and were pur-
chased at the top of the market from
2005 to 2008, with substantial debt.

Twenty of the largest hotel buy-
outs completed between 2005 and
2008 amounted cumulative debt
and equity payments of more than
$60 billion. Among them: Black-
stone Group LP’s $26 billion pur-
chase of Hilton Hotels, Lightstone
Group’s $8 billion purchase of Ex-
tended Stay Hotels and the $2.2 bil-
lion purchase of Equity Inns Inc. by
Goldman’s Whitehall.

While not all of those deals are in

danger of collapsing, many are trou-
bled. “If you bought a hotel in 2007
and leveraged it to 80% or greater,
you just have a huge challenge on your
hands,” said Bruce Ford, senior vice
president of Lodging Econometrics, a
hotel-industry research company.

In turn, defaults on hotel loans
have risen sharply. Defaults of secu-
ritized mortgages—mortgages
chopped up and sold to investors as
bonds—with hotels pledged as col-
lateral likely will rise from the cur-
rent 4.7% rate to exceed 8% by year
end, according to Morgan Stanley.

Already this year, Extended Stay
filed for bankruptcy June 15; Red
Roof Inn Inc. defaulted on $367 mil-
lion of securitized mortgages this
month, and Whitehall told investors
in March it might need a cash infu-
sion or to sell assets to pare Equity
Inns’ debt.

The largest hotel buyout during
the boom was Blackstone’s $26 bil-
lion purchase of Hilton. Blackstone
put in $6 billion of equity and a
group of seven banks provided $20
billion in loans. The industry’s down-
turn is making the deal look like a
big burden for the private-equity gi-
ant.

Hilton posted better results last
year than its peers. But some ana-
lysts argue that if the global econ-
omy continues to slump, there is a
risk that Hilton mightn’t be able to
generate enough cash to stay cur-
rent on the $20 billion of debt. For
now, Hilton doesn’t appear to be at
risk of falling behind.

However, a bigger, long-term
risk for Blackstone is whether the ho-
tel market can recover enough value
four years from now, when Black-
stone faces the task of refinancing
the debt tied to the Hilton acquisi-
tion.
 —Lingling Wei

contributed to this article.
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GM adds plants to list of closings

Hertz provides an upbeat view

LG debuts ultra-thin TV
Electronics maker
bests rival Samsung;
unveils thinnest TV

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

By Evan Ramstad

SEOUL—The race for the leading
edge of the TV-making industry is
down to millimeters.

LG Electronics Co., the world’s
second-largest maker of TVs by
units and revenue, on Thursday un-
veiled a 55-inch flat-panel TV that is
the thinnest yet—just 24.8 millime-
ters in depth, or 0.98 inches.

The company’s new models
bested the previous thin leader, Sam-
sung Electronics Co., the world’s top
seller of TVs by units and revenue
and LG’s crosstown rival. Samsung
in late March rolled out a full series
of ultra-thin flat-panel TVs, with the
55-inch model measuring 30.5 milli-
meters in depth, or 1.2 inches.

The two companies are leading
the way in an industry trend to make
flat-panel TVs—which have sup-
planted the decades-old, tube-
based TV in most of the world over
the past five years—even thinner
than they already are.

Such ultra-thin TVs are likely to
account for less than 1% of the over-
all TV market, which is expected to

sell about 200 million units this
year. But they show the direction TV
design is headed, and, for the mo-
ment, yield sizable price and profit
premiums for manufacturers.

LG said its new 55-inch TVs will
cost about $5,000 when they hit
stores in South Korea and Europe in
the next few weeks. The current list
price for Samsung’s comparable
model is $4,000. By contrast, 55-inch
TVs that are three to five inches thick
sell for $2,000 to $3,000.

“The prices of those [ultra-slim]
products are likely to fall toward
the end of the year,” said Yoon Hyuk-
jin, analyst at Shinyoung Securities
in Seoul, citing the likelihood of
more competitors entering the
product space.

Most of the slim-down achieve-
ments have been in liquid-crystal-
display TVs, as a result of the im-
proving cost efficiency of a chip-like
component called a light-emitting
diode. The LED is much thinner than
the fluorescent bulbs that previ-
ously were used as the lighting
source inside an LCD.

Manufacturers began putting
LEDs into LCD TVs three years ago,
but they gained far more attention
earlier this year when Samsung
started its ultra-slim line, called
“LED TVs.”

Samsung’s breakthrough came
from positioning the LEDs around
the edge of a TV, removing a layer of
circuitry behind the LCD panel. LG’s
new models still have LEDs arrayed
across the back of the LCD panel, but
also manage to be thinner.

Samsung said earlier this week it
had shipped 500,000 units of LCD
TVs with LEDs on the edges. At the
LG rollout on Thursday, executives
said they hoped to sell 400,000 units
of the new model with LEDs this year.
 —Jung-ah Lee

contributed to this article.

Kimberly-Clark Corp.

Kimberly-Clark Corp. said it will
cut its global salaried work force by
1,600 positions, as consumers have
been trading down to private-label
goods and have been slow to restock
their pantries amid the recession.
The maker of Huggies diapers, Scott
paper towels and Kleenex tissues
said the job cuts, out of a total work
force of 53,000, will be completed by
year’s end in an effort to reduce an-
nual costs by $150 million. The Irv-
ing, Texas, company anticipates sav-
ings of $60 million, or 10 cents a
share, in the second half of the year.
Kimberly-Clark expects restructur-
ing-related charges of $140 million
to $150 million, or 25 cents a share,
spread over the rest of the year, with
about $110 million of the costs re-
corded in the second quarter.

Nike Inc.

Nike Inc. said fiscal fourth-quar-
ter profit dropped 30% amid $195
million in restructuring charges, as
revenue and margins slid and fu-
ture orders dropped across all re-
gions. The sportswear market has
begun to soften amid larger de-
clines in the retail sector, leading
the apparel and athletic-footwear
company to trim its operations and
cut 5% of its work force. Despite the
woes, Nike’s athletic-footwear
trend has remained fairly healthy
in recent months. For the quarter
ended May 31, the Beaverton, Ore.,
company reported earnings of
$341.4 million, or 70 cents a share,
down from $490.5 million, or 98
cents a share, a year earlier. Reve-
nue fell 7.4% to $4.71 billion. Gross
margin fell to 43.4% from 45.8%,
hurt by product markdowns.

By Sharon Terlep

And Marie Beaudette

General Motors Corp. said it will
close its vehicle assembly and metal-
stamping plants in Shreveport, La.,
by 2012, a move that came as con-
cerns surfaced over what will be-
come of unprofitable assets and lia-
bilities being offloaded by the com-
pany.

GM builds small pickup trucks
and some Hummer models at the
plants. Sales of the trucks have fallen
sharply, while GM early this month
announced plans sell the Hummer
line to a Chinese manufacturer.

The plants join a list of nine oth-
ers the auto maker plans to close per-
manently.

Separately, Chrysler Group LLC
said it will permanently close its St.
Louis North assembly plant effective
July 10. The company had planned to
shut the plant in the third quarter
but accelerated the move because of
declining demand. Production of the
Dodge Ram pickup made there will
be moved, as planned, to a Warren,

Mich., assembly plant.
GM is expected to make public by

next week a list of which assets will
go to “old GM” under the company’s
proposed bankruptcy plan and
which to the surviving “new GM.”
Not all idled factories will go to the
old company, which will be liqui-
dated, as some sit on valuable land
and could turn a profit for GM.

On Wednesday, a committee rep-
resenting GM’s unsecured creditors
asked the bankruptcy court in Man-
hattan to require GM to make some
changes to the sale proposal, citing
concerns over what will become of
discarded assets and liabilities.

The creditor committee wants
GM to permit lawsuits stemming
from activities of the “old GM” to be
filed against the “new GM” after that
company emerges from bankruptcy.
GM has said those lawsuits would
have to be filed against the old com-
pany, which will have limited assets
and resources to cover judgments
from suits.

On Thursday, GM won bank-
ruptcy-court approval to borrow the

full amount of a $33 billion loan from
the U.S. and Canada while it moves
to swiftly wrap up its restructuring.

Judge Robert Gerber of the U.S.
Bankruptcy Court in Manhattan
gave final approval to the financing
at a hearing. When GM filed for bank-
ruptcy June 1, the judge said GM
could borrow about half of the loan.

The loan is designed to prop up
the auto maker until it can sell the
majority of its assets to the new com-
pany owned largely by the U.S. gov-
ernment. The sale is the centerpiece
of GM’s plan to become viable.

The company hopes to emerge
from Chapter 11 in mid-July, sooner
than earlier projected.

As part of the plan, GM is looking
to eliminate 10,000 to 16,000 hourly
workers through retirement incen-
tives and buyouts by Aug. 1, people
familiar with the plan said. GM ulti-
mately hopes to cut an additional
14,000 factory jobs by 2010, bringing
total hourly-worker employment to
40,000.
 —David McLaughlin

contributed to this article.

By Tess Stynes

Hertz Global Holdings Inc. pro-
jected second-quarter earnings
above analysts’ estimates as cost
savings, stabilizing U.S. and Euro-
pean demand, and an improved sum-
mer-reservations outlook benefit
the car-rental company.

Slumping demand because of re-
duced travel has hurt the industry
over the past year, raising concerns
about rental companies’ ability to re-
fresh their fleets and get financing
for new-vehicle purchases.

Hertz on Thursday said it has in-
creased its estimated 2009 cost sav-
ings by 14% to $570 million amid ex-

pectations the company will experi-
ence “no significant long-term finan-
cial impact” from the bankruptcies of
General Motors Co. and Chrysler LLC.

Chief Executive Mark Frissora
said Hertz is “literally scrambling to
buy as many cars” as it can to pre-
pare for anticipated demand.

In an interview on the cable-TV
network CNBC, Mr. Frissora said
Hertz has bought 16,000 vehicles—
about $350 million in purchases—in
the last six to eight weeks in the U.S.
“In Europe, we’re getting every car
we can right now,” he said.

The Park Ridge, N.J., company ex-
pects second-quarter earnings of nine
cents to 12 cents a share, while ana-

lysts polled by Thomson Reuters re-
centlyprojectedone cent. Forthe year,
Hertz expects profit of 12 cents to 15
cents, compared with analysts’ views
for a 23-cent loss. However, Hertz’s
revenue expectationcame inbelowan-
alysts’ estimate. The company expects
second-quarter revenue of $1.7 mil-
lion to $1.75 million and 2009 revenue
of $6.7 billion to $7 billion. Analysts’
mean estimates were $1.89 million
and $7.45 billion, respectively.

Reservations have been up for
nine straight weeks in the U.S. and
seven in Europe, helping to increase
fleet utilization by about three per-
centage points from last year to 73%
and 72%, respectively, this quarter.

Sources: Apple; LG Electronics; Samsung

The squeeze
How LG Electronics’ new 
super-slim  TV compares with 
other electronics. Actual product 
depths in centimeters: 

LG’s 55-inch ‘Full LED’ LCD-TV

2.48 cm

Blackberry Bold

1.5 cm

Apple’s iPhone

1.23 cm

Samsung’s 55-inch LED TV

3.05 cm

Air France-KLM SA

Search crews recover body
of flight captain in crash

Search crews in the mid-Atlantic
retrieved the bodies of the chief pi-
lot of Flight 447 and a flight atten-
dant, Air France-KLM SA said Thurs-
day. The two are among 50 bodies
pulled out of the ocean in the inter-
national search for remains of the
228 victims and wreckage of the
May 31 crash. Air France, in a state-
ment on its Web site, said the pilot
and male flight attendant have been
identified but didn’t release their
names. A pilots union named the
flight captain as Frenchman Marc
Dubois. The Airbus A330 plane
came down in the Atlantic after run-
ning into thunderstorms en route
from Rio de Janeiro to Paris. The
cause of the crash is unclear.

—Compiled from staff
and wire service reports.

OAO Gazprom

OAO Gazprom may lower its
2009 capital-investment program
by about 30%, said the Russian gas
company’s deputy chief executive,
Andrey Kruglov. Mr. Kruglov said
that “the current difficult situation
will call for a change of plans,” but
added that the state-controlled gas
company has enough cash and
credit facilities to maintain a high
level of liquidity. In December, Gaz-
prom’s board approved a 2009 in-
vestment program valued at 920 bil-
lion rubles ($29.4 billion). The possi-
ble 30% cut is based on an average
2009 oil price of $41 a barrel. Mr.
Kruglov said that financial results
for the first three months don’t
make an adequate assessment of the
financial forecast for the rest of the
year. The new budget will be pre-
sented to management in August
and to the board in September.

Walt Disney Co.

The Hong Kong government has
reached a deal with Walt Disney Co.
to expand the city’s Disneyland
theme park, and will present a plan
to lawmakers Tuesday, people famil-
iar with the matter said. Disney and
the Hong Kong government have
been in protracted discussions over
financing an expansion to the first
phase of Hong Kong Disney-
land—57%-owned by the govern-
ment and 43%-owned by Disney. Dis-
ney is willing to fully fund the expan-
sion, but talks have been compli-
cated by the government’s desire to
keep its controlling stake in the
theme park. As part of the deal, Dis-
ney will finance the expansion,
while the government will convert
earlier loans to the joint venture
into equity to keep a controlling
share, a person familiar with the sit-
uation said earlier.

Infineon Technologies AG

Semiconductor company Infin-
eon Technologies AG on Thursday
raised its outlook for the current fis-
cal third quarter. The company now
expects to be near break-even in
terms of operating profit, excluding
items, with sales rising more than
previously forecast. Germany-based
Infineon also said it expects positive
cash flow and a gross cash position
approaching Œ850 million ($1.19 bil-
lion) for the quarter ending June 30.
The company said it expects third-
quarter sales to rise by a low-teens
percentage range compared with the
second quarter. In April the company
predicted that third-quarter sales
would increase 10% with a negative
operating margin. Infineon’s second-
quarter sales were Œ747 million and
it posted an operating loss of Œ110
million. Its gross cash position was
Œ665 million.

Tata Communications Ltd.

India’s Tata Communications
Ltd. Thursday signed a five-year
deal with the U.K.’s BT Group PLC
to share voice services, which
could present a revenue opportu-
nity of $300 million annually. Tata
Communications will supply BT’s
international direct dial, or IDD,
and other voice termination ser-
vices in countries other than BT’s
“footprint countries,” the com-
pany said in a statement. Under the
deal, BT will also distribute Tata
Communication’s IDD services in
the U.K. and later expand to other
markets across Europe, the Mum-
bai-listed company said. BT de-
clined to comment on the value of
the deal. Tata Communications
will shift much of its traffic travel-
ing into these areas to BT’s net-
work, as it would help control costs
and improve quality, Tata Commu-
nications said.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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Tech shares help lift Nikkei,
Hang Seng, Kospi by 2.1%

Emerging Markets Equity
Funds that invest at least 75% of equity assets in emerging markets equities. At least 75% of
total assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending June 25, 2009
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Glbl Emg Mkt Leaders III Acc Investments (Hong Kong) Ltd

NS JPM Emerging JPMorgan Asset USDiLuxembrg 27.36 –14.58 –7.81 NS
Mkts Alp Pls A (acc) - USD Mgmt (Europe) S.à.r.l.

5 Sampension Sampension Invest USDiDenmark 33.96 –14.70 –6.59 NS
Invest GEM II Acc

5 First State First State GBPiUnited Kingdom 37.09 –16.31 –7.32 16.49
Glbl EmerMkt A Acc Investments (UK) Ltd

5 Danske Inv Danske Invest DKKiDenmark 34.46 –17.26 –5.87 19.70
Nye Markeder Inc

4 Optimix Optimix EURiNethrlnds 39.71 –17.46–17.52 NS
Emerging Markets Inc Vermogensbeheer N.V.

3 Anima Anima SGR PA EURiItaly 45.91 –18.24–13.10 9.09
Emerging Markets Acc

5 Danske Inv Danske Invest DKKiDenmark 32.23 –18.83 –6.36 18.91
Eng Glb Emerg Mkt Inc Select

By David Roman

SINGAPORE—The outlook for
Asia’s banks is negative and the
worst is yet to come, Moody’s Inves-
tors Service said in a report.

With the slowing global econ-
omy having a clear impact on banks’
performances, nonperforming
loans in Asia likely won’t peak until
2010, a Moody’s official said sepa-
rately in a news conference.

“It’s going to get worse before it

gets better for Asian banks,” said
Deborah Schuler, a group credit of-
ficer overseeing financial institu-
tions’ ratings in Asia, the Middle
East and Africa.

Declining loans and a slow but
steady rise in nonperforming loans
are factors that could undercut earn-
ings, Ms. Schuler said. But Asia’s
banks are in a much better position
than they were during the 1997-98
Asian financial crisis, and most will
remain profitable, she said.

Among likely risk factors, Ms.
Schuler cited the widespread issu-
ance of hybrid securities, typically
low-quality debt issued to institu-
tional and retail investors. Part of this
debt is included in banks’ core capital.

Analysts say banks coming un-
der pressure due to a lack of funding
may get into trouble by relying too
heavily on these securities. There is
about $100 billion of hybrid securi-
ties outstanding in Asia, about half
of it in Japan.

Moody’s gloomy on the outlook for Asian banks

StanChart stays cautious
Asia-focused lender
says signs of stress
remain in some areas
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By Chris Oliver

And Kate O’Keeffe

Asian stock markets registered
strong gains Thursday, with technol-
ogy shares leading the way. Bench-
mark indexes jumped 2.1% in Tokyo,
Hong Kong and South Korea.

Markets got a lift from the much-
awaited Federal Reserve statement

Wednesday, as the
Fed said its key in-
terest rate will re-
main near zero “for
an extended pe-

riod.” Some analysts pointed to
slightly more upbeat language on
the U.S. economic outlook.

Technology shares were boosted
by the Nasdaq Composite Index’s
1.6% gain Wednesday, after software
firm Oracle beat fourth-quarter
earnings expectations. In Tokyo,
TDK jumped 4.2%, and Fujitsu ad-
vanced 5.6%. In Seoul, Samsung
Electronics rose 1.4%, and Hynix
Semiconductor climbed 1.1%.

Japan’s Nikkei Stock Average of
225 companies rose 205.76 points to
9796.08. Shinsei Bank and Aozora
Bank both gained 11% after Aozora
said it was talking to Shinsei about a
possible merger, but added it hadn’t

yet reached a decision on next steps
“that need to be disclosed.”

Mitsubishi Electric surged 7.7%
after the Nikkei newspaper re-
ported that the firm plans to build
U.S. and European factories for as-
sembling solar-power generation
systems next fiscal year.

Real-estate shares gained after
the Organization for Economic Co-
operation and Development issued
a notably brighter forecast for Ja-
pan. Mitsubishi Estate added 5.7%.

In Hong Kong, the Hang Seng In-
dex rose 382.88 points to 18275.03.
Property stocks climbed as the Fed’s
message was viewed as positive for
assets prices, where the currency is
pegged to the U.S. dollar. Sun Hung
Kai Properties jumped 5%. Local me-
dia reported that the developer will
raise prices for remaining units in
an apartment complex by 8% on
strong demand.

In Sydney, the S&P/ASX 200 ad-
vanced 1.3% to 3856. Rio Tinto
gained 4.4% and BHP Billiton rose
2.3%, as further details emerged
about a huge iron-ore find in Liaon-
ing province in China that had
weighed on mining shares a day ear-
lier. The deposit is apparently bur-
ied far underground, which could de-
lay production.

By Amy Or

HONG KONG—China Minsheng
Banking Corp. has picked four in-
vestment banks to lead manage its
planned 20 billion yuan ($2.93 bil-

lion) Hong Kong ini-
tial public offering,
a person familiar
with the situation
said.

China Minsheng, which has
shares that already trade in Shang-
hai, said this month it plans to sell as
many as to 3.32 billion new shares,
or 15% of its enlarged share capital,
in Hong Kong in the fourth quarter.

BOC International Holdings
Ltd., China International Capital

Corp., Macquarie Capital (Hong
Kong) Ltd. and UBS AG will be joint
lead managers of the bank’s Hong
Kong IPO, the person said.

As part of efforts to boost its fi-
nancial position ahead of the stock
offering, China Minsheng raised
5.46 billion yuan from the sale of its

entire 4.6% stake in Haitong Securi-
ties Co. It said it sold 380.91 million
Haitong shares at an average price
of 14.33 yuan a share, or a 13% dis-
count to Haitong’s closing price on
Wednesday of 16.47 yuan.

The bank didn’t identify the buy-
ers. The move will help the lender
achieve its goal of a 35% net profit in-
crease this year, analysts said. They
estimate China Minsheng’s profit on
the sale will be nearly four billion
yuan, or almost 40% of its 10.60 bil-
lion yuan 2009 net profit target.

Officials at China Minsheng and
Haitong weren’t available for
comment.
 —Rose Yu

contributed to this article.

China Minsheng picks firms for IPO

By Vladimir Guevarra

LONDON—Standard Chartered
PLC, the Asia-focused U.K. bank that
has weathered the financial crisis
better than most, reported a strong
performance for the first five
months of 2009, but kept its outlook
cautious and announced it had cut
nearly 2,500 jobs since the start of
the year.

In a trading update Thursday,
Standard Chartered said it delivered
“record levels of income and operat-
ing profit before tax” in the five
months ended May 31. The bank
didn’t provide figures.

“Although there are tentative
signs of improving economic condi-
tions in some of our markets, equally
there are signs of continuing stress.
It is still too early to forecast a sus-
tained recovery and we therefore re-

main cautious on the outlook,” said
Chief Executive Peter Sands.

Standard Chartered said income
growth has been driven by “a very
strong performance” in its whole-
sale-banking business, partly offset
by lower income in consumer bank-
ing.

As part of cost-cutting
measures, Chief Financial Of-
ficer Richard Meddings said
the bank has cut almost
2,500 jobs since the start of
the year, mostly from con-
sumer banking, while hiring
more people in wholesale
banking.

The bank said its whole-
sale-banking business “is en-
joying market-share gains,
increased asset margins and
multiple sources of income growth.”
It said its income from wholesale
banking “is well ahead of 2008 and is
broadly balanced across geogra-
phies, customer segments and prod-
ucts.”

Standard Chartered said its con-
sumer-banking income “remains un-
der pressure, reflecting liability mar-

gin compression and the impact of
muted wealth-management sales.”

Observers say some of Standard
Chartered’s competitors are dis-
tracted by various problems, forcing
them to withdraw from Asia or focus
on their home markets, giving Stan-

dard Chartered the oppor-
tunity to expand market
share in that region. Stan-
dard Chartered gets more
than 90% of its profit from
Asia and emerging mar-
kets. Last year, it got all of
its profit from there as Eu-
ropean and U.S. operations
posted losses.

Mr. Meddings said Stan-
dard Chartered is seeing
“very good” business mo-
mentum in India, particu-

larly in wholesale banking, despite
rising loan impairments in that coun-
try.

Mr. Meddings said the bank is
studying where else in Asia it could
list shares. Its shares are traded in
London and Hong Kong.
 —Andrea Tryphonides

contributed to this article.
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By Gerald F. Seib

The spectacle of South Carolina
Gov. Mark Sanford’s dalliance in Ar-
gentina raises a fairly basic ques-
tion: In American politics, is having
an affair a mortal sin?

Probably not. In the 22 years since
presidential candidate Gary Hart was

caught sailing with
an attractive young
blonde on a yacht
aptly named Mon-
keyBusiness,Ameri-

can voters have grown a bit numb to
politicians’ sexual indiscretions. They
are prepared to forgive the sin of adul-
tery and have done so numerous
times.

But there are two related failings
they find much harder to forgive.
The first is hypocrisy, and the sec-
ond is abuse of office in pursuit of a
sexual escapade. Ultimately, those
now are the two mortal sins for
which absolution is much harder to
find.

“I think that Americans are be-
coming desensitized to politicians
having affairs,” says Ron Bonjean, a
Republican political consultant. “It
takes a couple of extra steps for
them now to get the ‘wow’ factor
in.”

Mr. Sanford surely has provided
some ‘wow’ material. He conducted
not your garden-variety affair, but

an intercontinental one; left a trail
of emails with his lover now in the
hands of his state’s most important
newspaper; and headed for a rendez-
vous over Father’s Day weekend,
leaving behind his four sons.

But those probably aren’t his
most grievous problems. His real
predicament is that he is vulnerable
on both the hypocrisy and abuse-of-
office counts.

First, hypocrisy. Mr. Sanford al-
ways has been more a fiscal than a
social conservative, but he also has
talked openly about values. While in
Congress in the 1990s he cited the
need for a leader to have moral legiti-
macy as he voted to impeach former
President Bill Clinton after his affair
with Monica Lewinsky.

And in emails now made public
by the State newspaper in Colum-
bia, S.C., Mr. Sanford writes to his
lover that “In all my life I have lived
by a code of honor and at a variety of
levels know I have crossed lines I
would never have imagined.” He
even quotes from the Bible in the
same email. In a socially conserva-
tive state, the latitude for a gap be-
tween public and private morality
may be especially limited.

Yet Mr. Sanford’s biggest prob-
lem ultimately is the appearance
that he neglected and abused his of-
fice. He drove off to his Argentina
rendezvous in a state vehicle. He

failed to let his own lieutenant gover-
nor (a fellow Republican) or the
state’s top law-enforcement official
know where he could be found in an
emergency. He allowed—in some
ways encouraged—his staff to de-
ceive reporters, legislators and the
public about his destination.

“It was that he misled the state
over his whereabouts in a very
clumsy manner,” says Scott Reed,
who ran Sen. Bob Dole’s 1996 presi-
dential campaign. “At the end of the
day he was elected to run the state,

not to run to Argentina.”
Americans’ views about politi-

cians’ private affairs have steadily
evolved over the past generation, as
voters have grappled with a long list
of leaders who have tested social
and moral taboos. Some of those ta-
boos have been knocked down along
the way. Americans elected as presi-
dent Ronald Reagan, a divorcee, and
Bill Clinton, who essentially ac-
knowledged in a national TV inter-
view that he had cheated on his wife.

On the other hand, questions of
private behavior and personal val-
ues have become more prominent
features of political debate. Politi-
cians now are expected to wear reli-
gion on their sleeves, while also see-
ing their moral failings exposed by a
more aggressive journalism (and
now blogosphere) community. As a
result, the lines of what voters will
tolerate and what they won’t have
moved and become a bit more clear.

Mr. Hart’s indiscretion killed off
his presidential hopes in 1987. By
time Bill Clinton ran, he could sur-
vive the disclosure of past infideli-
ties. And once in office as president,
he survived the Lewinsky affair in
large part because he didn’t really
look like a hypocrite—everybody
knew he wasn’t exactly a family-val-
ues icon—and because prosecutors
and Republicans never quite pinned
him down on abuse of his office in

pursuit of his relationship with Ms.
Lewinsky.

Former House Speaker Newt Gin-
grich remains a potent political
force despite two divorces and pub-
licly acknowledging he was having
his own extramarital affair while
pursuing the impeachment of Mr.
Clinton. His advantage is that he
was never really seen as a promi-
nent carrier of the Republican fam-
ily-values banner and that his pri-
vate affairs never were seen as in-
truding on his public office.

Rudy Giuliani was in political
peril after the disclosure of an extra-
marital affair—but mostly because
of suggestions the former New York
mayor may have misused taxpayer-
funded drivers and security detail to
facilitate it. He carried on but only af-
ter he put those concerns to rest.

On the other hand, former New
York Gov. Eliot Spitzer seemed to re-
alize instantly that the hypocrisy
factor meant that he couldn’t sur-
vive the revelation that he had fre-
quented a prostitute. How could a
man who made his reputation as a
law-and-order attorney general ex-
plain away violating the law by pay-
ing for sex?

For Mr. Sanford, that helps under-
score his problem. Abuse of office is
far more likely to be seen by voters
as a mortal failure than is abuse of a
marriage.

For U.S. voters, politician’s sin goes beyond the affair

Scandals hurt Republicans’ ambitions
South Carolina governor becomes the party’s latest rising star to be upended by a sexual indiscretion

ECONOMY & POLITICS

South Carolina Gov. Mark Sanford
admitted to an affair earlier this week.

By Jonathan Weisman

And Susan Davis

When South Carolina Gov. Mark
Sanford stood choking back tears be-
fore a horde of cameras and report-
ers Wednesday, explaining his mys-
terious disappearance and confess-
ing and apologizing for an extramar-
ital affair, he said he would “lay it
out” and “let the chips fall where
they may.”

Those chips may ricochet beyond
the governor’s mansion in Colum-
bia. The personal travails on display
during Mr. Sanford’s awkward news
conference became the latest sym-
bolof the strugglesvexing hisRepub-
lican Party, as another of its rising
stars was upended by a sexual indis-
cretion.

Mr. Sanford’s confession came
eight days after Sen. John Ensign of
Nevada announced that he had en-
gaged in an extramarital affair. Mr.
Ensign resigned his post in the Sen-
ate Republican leadership. Mr. San-
ford resigned his as head of the Re-
publican Governors Association and
appeared to give up his budding am-
bitions—tohelp theparty redefineit-
self with a new message and new
face, and possibly to challenge Presi-
dent Barack Obama in the 2012 elec-
tion.

And the Republicans, still strug-
gling after losing control of Con-
gress in 2006 and the White House
in 2008, were left to wonder when
they would stop seeing their at-
tempts to attract positive attention
trumped by embarrassments.

“Republicans have stood on a
foundation of moral principle, and
each time one of our own engages in
this type of behavior, it crumbles
away,” said Ron Bonjean, a Republi-

can strategist and former leadership
aide in Congress. “That’s why this
chipping away at our credibility
can’t continue.”

Mr. Sanford nodded to that prob-
lem when he said: “If somebody falls
within the fellowship of believers or
the walk of faith, I think it makes it
that much harder for believers to
say, ‘Well, where was that person
coming from?’ ”

Rep. Bob Inglis, a South Carolina
Republican, said it is time to rethink
the party’s notion of morality, and
perhaps the governor’s travails
could help move that process along.
“If it causes us to lose the stinking
rot of self-righteousness and causes
us to understand we are all in need of
some grace, it could be a very good
thing for the Republican Party,” he
said.

The sex scandals dogging the Re-
publican Party the past three years
have cropped up across the country:
the September 2006 resignation of

Florida Rep. Mark Foley after his in-
appropriate online communications
with male teenagers in the House
page program; the June 2007 arrest
of former Idaho Sen. Larry Craig in a
gay sex-sting operation in the Min-
neapolis airport; and the July 2007
admission of Louisiana Sen. David
Vitter that he had been a client of a
Washington-based escort service.
Mr. Vitter is running for re-election
against a porn star, who said she en-
tered the race to highlight his hypoc-
risy.

Still, it is too soon to write the Re-
publican obituary for 2010 or 2012.
Democrats appeared similarly weak-
ened in the wake of the 1988 elec-
tion, but eventually defeated Presi-
dent George H.W. Bush in his 1992 re-
election bid.

“Certainly we will get by this as
Republicans,” said former South
Carolina Republican Party Chair-
man Katon Dawson, noting the popu-
larity of Republicans such as Indi-

ana Gov. Mitch Daniels and Missis-
sippi Gov. Haley Barbour. The latter
immediately took over as head of
the Republican Governors Associa-
tion.

Mr. Barbour is also spending
some of this week in the early presi-
dential-primary states of Iowa and
New Hampshire, fueling specula-
tion that he himself is gearing up for
a 2012 run.

Neither Messrs. Sanford nor En-
sign is exactly a household name—
certainly not of the stature of, say,
former Democratic Gov. Elliot
Spitzer ofNew York,whoseown prat-
fall featured his use of a prostitution
service, or John Edwards, the 2004
Democratic vice-presidential candi-
date who admitted to an affair while
his wife battles incurable cancer.
The two Republicans’ lack of renown
could temper any blow to the party,
former Bush White House spokes-
man Tony Fratto said.

Mr. Sanford’s confession comes

as the party is starting to gain some
traction in battling Democrats, fo-
cusing on the still-weak economy
and raising fears among voters
about big budget deficits and an
overly intrusive federal govern-
ment. Circumstances are giving the
Republicans their voice, Mr. Fratto
said, regardless of some members’
foibles.

But the Sanford scandal will neu-
tralize, at least for now, one of the
party’s most vocal spokesmen for
that emerging message.

Ever since Mr. Obama signed his
$787 billion economic-stimulus law
in February, the South Carolina gov-
ernor has been one of the most ar-
dent voices of opposition. He fought
first with South Carolina Demo-
crats, then with many Palmetto
State Republicans over roughly
$700 million of stimulus funds he
didn’t want South Carolina to ac-
cept. The battle had made him a
hero among many small-govern-
ment conservatives and had lifted
his stature among Republicans be-
yond his home state.

Mr. Sanford was one of a class of
Republican governors seen by party
loyalists as possibly helping the
GOP return to power. And he isn’t
the only one to have hit rough wa-
ters of late.

Alaska Gov. Sarah Palin has been
hit with a number of ethics com-
plaints as her approval ratings have
slipped. She has also had high-pro-
file spats with the party establish-
ment over speaking gigs. Gov. Bobby
Jindal of Louisiana was given a na-
tional platform to respond to Mr.
Obama’s first congressional address
in February, but his speech was
widely panned. Utah Gov. Jon Hunts-
man, meanwhile, chose to accept
Mr. Obama’s offer to become ambas-
sador to China.

Sources: Reuters; Photos by Associated Press (Edwards, Craig, Vitter); Reuters (Ensign); Bloomberg News (Spitzer)

Affairs of state | Politicians involved in recent sex scandals

Sen. John Ensign

Republican, Nevada

June 2009: Said he had an 
affair with a female member 
of his campaign staff

Former Sen. John Edwards

Democrat, North Carolina

August 2008: Admitted to 
an affair with a former 
campaign worker

Former Gov. Eliot Spitzer

Democrat, New York

March 2008: Resigned after 
reports that he was a client 
of a prostitution ring

Sen. Larry Craig

Republican, Idaho

August 2007: Pleaded gui
to disorderly conduct relat
to alleged  lewd behavior 
a Minneapolis airport men
room
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Generali, Agricole set pact

IRS casts a stronger net
at offshore investments

Lear heads for bankruptcy
Auto-seat maker is
being dragged down
alongside its clients

By Jenny Strasburg

And Jesse Drucker

The Internal Revenue Service is
demanding that hedge-fund and pri-
vate-equity investors disclose hun-
dreds of billions of dollars they have
invested offshore, boosting scrutiny
of accounts popular for tax advan-
tages.

The move comes as regulators
and lawmakers are seeking to crack
down on questionable use of off-
shore tax havens and could uncover
sources of income that aren’t being
taxed but should be.

Those efforts include the investi-
gation into clients of UBS AG, some
of whom the Justice Department al-
leges used offshore bank accounts
to evade U.S. income taxes.

Investors keep funds offshore for
a variety of reasons, and while some
offshore investments aren’t taxable,
others are. It isn’t clear whether the
new disclosure requirements will
lead to additional tax revenue.

The ramped-up disclosure re-
quirements reflect broader govern-
ment steps to increase oversight of
hedge funds and private-equity
funds. The Securities and Exchange
Commission and Congress are pro-
posing that hedge fund managers
register with the agency. The
Obama administration is proposing
to end a tax break on compensation
for private-equity managers.

In past years, a so-called FBAR re-
port, or “Report of Foreign Bank and
Financial Account,” has been filed
by U.S. taxpayers with foreign bank
and brokerage accounts. Until now,
however, hedge-fund and private-eq-
uity investors were advised by their
lawyers that they didn’t have to
worry about it.

Earlier this month, investors and
their fund managers went into a
scramble over the disclosure re-
quirement after an IRS lawyer
stated on a June 12 conference call
with industry lawyers and accoun-
tants that investors in offshore
funds must file an FBAR with a June
30 due date.

On Wednesday, in apparent re-
sponse to an uproar from tax advis-
ers and investors, the IRS said it
would offer an extension of the dead-
line to Sept. 23 for filers who “only
recently learned” they needed to file
the reports and who have paid all
their taxes.

An IRS official confirmed that off-
shore-fund investors must file, but
said that the requirement wasn’t
new. It reflects “a much stronger em-
phasis on international matters,” the
official said. “So I wouldn’t say we
weren’t enforcing it in the past, but
we’re now turning to issues that
hadn’t been emphasized in the past.”

FBARs for those who haven’t pre-
viously reported must be filed for
six years, dating back to 2003.

Hedge-fund assets in offshore
tax havens such as the Cayman Is-
lands and Bermuda represent more
than two-thirds of the roughly $1.3
trillion industry, according to Hedge
Fund Research Inc.

Of those offshore assets, indus-
try insiders estimate, between $400
billion and $500 billion belongs to
U.S. investors, with tax-exempt foun-
dations, endowments and pension
funds accounting for about half of
that. Investors from outside the U.S.
make up the rest.

The FBAR change is now being in-
terpreted by lawyers to include hun-
dreds of billions of dollars more in-
vested in offshore private-equity vehi-
cles. Lawyers are afraid to give incor-
rect guidance because failure to file a
required FBAR report could expose
their clients to criminal penalties.

“With blurry areas, when a few
people react it spreads like wildfire
through the industry,” said fund at-
torney Marco Masotti with Paul,
Weiss, Rifkind, Wharton & Garrison
LLP. “This caught us by surprise.”

In the fall, the IRS issued new
FBAR instructions, and the lan-
guage spurred questions about
whether the forms applied to inves-
tors in offshore hedge funds.

“If rules or interpretations are
changing, we would expect an
agency like the IRS to provide defini-
tive guidance. So far the silence has
been deafening,” said Greg Dowlin-
gat Fund Evaluation Group LLC.

Some tax experts say extending
FBAR requirements to hedge-fund
investors makes sense. “It’s a good
idea,” said Reuven Avi-Yonah, head
of the international tax program at
the University of Michigan’s law
school. “UBS is an indicator there is
a lot of untaxed income overseas.”

Lear Corp., the world’s second-
largest auto-seat maker, is preparing
to file for bankruptcy as soon as next
week, said people familiar with the
matter.

The company has been trying to
negotiate an out-of-court deal with
lenders, but lawyers representing
the parts maker are “prepared” to
put the company in bankruptcy
court, one of these people said.

Lear would become the eighth ma-
jor car-parts supplier to file for Chap-
ter 11 since 2005. Last year, the South-
field, Mich.-based company posted
revenue of $13.6 billion.

Lear has been in talks with banks
in recent days for a so-called
debtor-in-possession loan, the fund-
ing companies typically use to fi-
nance stays in bankruptcy court, peo-
ple familiar with the matter said. The
size of the loan couldn’t be learned.

J.P. Morgan Chase & Co. and Citi-
group Inc. will provide most of the
loan, people familiar with the matter
said. J.P. Morgan declined to com-
ment. A Citigroup spokesman
couldn’t be immediately reached.

Lear doesn’t have a prearranged
deal negotiated with stakeholders
ahead of its expected bankruptcy fil-

ing. It will need creditor support for
any reorganization plan.

A Lear spokesman declined to
comment.

Lear, a large supplier to bankrupt
General Motors Corp., missed a $38
million interest payment due June 1
on two of its senior notes. The com-
pany is the midst of exercising a
30-day grace period on the payment,
which expires Tuesday.

Lear’s possible filing shows how
bad conditions remain in the U.S.
auto-supplier industry, which has suf-
fered as world-wide car sales have
plummeted.

To complicate matters, one auto
supplier can provide parts to a vari-
ety of car makers. That can lead to dis-
ruptions in the supply chain, which
can in turn force closure of assembly
plants and other related suppliers.

The Obama administration re-
cently refused a request from suppli-
ers for additional U.S. aid, ratcheting
up fears of additional bankruptcies.

In some cases, auto makers them-
selves have had to prop up suppliers
amid the tight credit markets. Ford
Motor Co. extended $125 million to
Visteon Corp. for its recent bank-
ruptcy filing.

Lear drew down on its entire re-
volving credit facility at the end of
last year. Since then, it has been in
talks with its lenders, including JP
Morgan, to explore ways to restruc-
ture its debt out of court.

The seat maker has indicated it is
determined to overhaul its capital
structure amid an unsustainable
debt load. Lear is carrying about $1.3
billion in long-term debt, according

to a recent regulatory filing.
For Lear, bankruptcy could be

viewed more as an aggressive restruc-
turing than indicative of a cash
crunch. Lear’s liquidity hasn’t been
as strained as that of other suppliers,
as it had more than $1 billion in cash
on its balance sheet at the end of
March, said Brian Johnson, an ana-
lyst at Barclays PLC.

“To the extent Lear files, it’s not
because they don’t have liquidity. It’s
because management will have
forced a filing,” Mr. Johnson said.

Still the company has struggled.
Lear swung to a loss of $264.8 million
in its most recent quarter as sales fell
44%. The company has reported one
annual profit in its last four fiscal
years. In a recent note to investors,
Mr. Johnson, the auto analyst, said a
bankruptcy filing is the “most likely
outcome” for the parts maker.

Lear’s shares have fallen 96% dur-
ing the past 12 months.

Lear’s 8.75% notes due in Decem-
ber 2016 are quoted around 21 cents
on the dollar, according to bond trad-
ers. For comparison, these traded at
around 86.5 cents a year ago. The cur-
rent price of the bonds suggests that
bondholders have already calculated
how much their investment would be
worth in the event of a bankruptcy.

In a note to clients at the begin-
ning of June, Kip Penniman, an ana-
lyst at KDP Investment, estimated
that bondholder recoveries in a re-
structuring would most likely range
from 10 cents on the dollar to zero.
 —Jeff Bennett

contributed to this article.
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Offshore attraction
Investors have piled into offshore 
hedge funds, drawn by tax benefits 
and fueling the industry’s growth.
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A WSJ NEWS ROUNDUP

ROME—Italian insurer Assi-
curazioni Generali has agreed with
French bank Crédit Agricole to a new
pact covering Italian bank Intesa San-
paolo SpA “with the aim of creating
the maximum value for their stakes
in Intesa Sanpaolo,” the two share-
holders said in a joint statement.

The new pact, which is valid for
three years and took effect Thurs-
day, replaces one announced in
April that was challenged by Italy’s
antitrust regulator.

The new pact, which takes into ac-
count those objections, provides for

a preliminary consultation process
between Generali and Crédit Agri-
cole regarding Intesa, one of Intesa’s
largest banks. Excluded from the
agreement are competition issues
between Intesa and the two share-
holders as well as the possibility for
Generali and Crédit Agricole to
present a joint list of possible candi-
dates for Intesa’s supervisory board.

The two firms own a combined
10.8% in Intesa. Crédit Agricole, has
been ordered by Italy’s regulator to
cut its 5.8% stake to less than 2% this
year. The pact could help it argue
that Intesa is a strategic investment.

By Mike Spector, Jeffrey
McCracken and Kate Haywood

The Fundamentals of
Portfolio Management
13 July 2009, London

COURSE OBJECTIVES

This highly interactive one day workshop will combine focused tutorial sessions and practical case
studies to give you the ability to:

In association with:

*Exclusive 25% discount for Wall Street Journal Europe readers.
Please state VIP code WSJE to qualify for the discount.

For more information on the workshop
please call +44 (0)20 7749 0230 or
email: thuggett@efinancialnews.com

Exclusive 25%
discount*

“The faculty provides good
examples and he explains the
topics very clearly”

• Understand how portfolio managers build
portfolios to meet investors’ objectives and
expectations

• Appreciate the range of asset classes and
instruments available and how they are used

• Understand the portfolio management process
and various investment management styles

• Recognise the structural changes and trends
that are shaping the industry

• Highlight the importance of behavioural
finance in portfolio management
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U.S. tries again on immigration
New set of politicians
lead bid to alter policy
amid many obstacles

ECONOMY & POLITICS

ASSOCIATED PRESS

MOSCOW — A new study by an in-
ternational team of public-health re-
searchers documents the devastat-
ing impact of alcohol abuse on Rus-
sia—showing that drinking caused
more than half of deaths among Rus-
sians age 15 to 54 following the So-
viet collapse.

The 52% figure compares with es-
timates that less than 4% of deaths
world-wide are caused by alcohol
abuse, according to the study by Rus-
sian, British and French researchers
published in Friday’s edition of the
U.K. medical journal the Lancet. The
Russian findings were based on a
survey of almost 49,000 deaths
from 1990 to 2001 among young
adult and middle-age Russians in
three industrial towns in western Si-
beria, which had typical 1990s Rus-
sian mortality patterns.

Professor David Zaridze, head of
the Russian Cancer Research Center
and lead author of the study, esti-
mated that the increase in alcohol
consumption since 1987, the year
when then-Soviet leader Mikhail
Gorbachev’s restrictions on alcohol
sales collapsed, cost the lives of
three million Russians who would
otherwise be alive today.

The deaths went largely unnoted
outside Russia, but devastated Rus-
sian society—claiming the lives of
millions during what should have
been their most productive years.

Murray Feshbach, a senior
scholar at the Woodrow Wilson Cen-
ter for Scholars and a leading expert
on Russian public health, called the
study “very impressive, very sub-
stantive” and the overall method-
ologically sound. He wasn’t part of
the research team.

Some researchers have blamed
the crumbling of the Soviet health-
care system, increased smoking,
changes in diet or a loss of jobs that
raised stress levels for the mysteri-
ous rise in deaths. Many others, like
Prof. Zaridze and his team, pin the
blame squarely on increased drink-
ing, which the report says roughly
doubled in Russia from 1987 to
1994—from the equivalent of about
five liters of pure alcohol annually
to about 10.5 liters.

He argues that the social and eco-
nomic shocks of the late 1980s and
1990s drove people to drink.

Russia and some of its Eastern
European neighbors still have the
world’s highest levels of alcohol con-
sumption, according to another
study also published in the Lancet
on Friday as part of series on alcohol
and global health.

Drinking in Russia increased after the
fall of the Soviet Union.

Alcohol claimed
many Russians,
study reveals
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By Jonathan Weisman

WASHINGTON—President
Barack Obama was set to meet
Thursday with a bipartisan, politi-
cally diverse group of lawmakers to
begin discussing a rewrite of U.S. im-
migration laws.

But the effort faces stiff head-
winds: a Washington agenda al-
ready packed with other priorities;
a recession making Americans ner-
vous about the job market; and the
sidelining of the most vocal champi-
ons of an immigration overhaul.

“Greater presidential leadership
is going to be needed,” said Clarissa

Martinez, director of immigration
policy at the National Council of La
Raza, the largest Latino advocacy
group. “It’s an absolute necessity.”

The White House meeting was to
bring together lawmakers who were
involved in the failed immigration
fights of the George W. Bush years,
but who weren’t the central stars.
Gone will be Sen. Edward Kennedy
(D., Mass.), suffering from a brain tu-
mor. His Republican partner, Sen.
John McCain of Arizona, planned to
be at the White House Thursday. But
bearing scars from his presidential
battle with Mr. Obama and from his
own party over his pro-immigration
stand, Mr. McCain says he won’t
lead the fight this time.

Instead, it would be up to a new
cast, including Sen. Charles
Schumer (D., N.Y.) and opponents of
the last immigration-overhaul ef-
forts, such as Sens. Jeff Sessions (R.,

Ala.) and John Cornyn (R., Texas), to
forge any bipartisan compromise,
lawmakers say.

Mr. Schumer, who took over
from Mr. Kennedy this year as chair-
man of the Senate’s immigration
subcommittee, said he believes an
immigration bill can get done this
year, though he admitted he is a
lonely voice in Washington. Demo-
cratic officials say the passing of
the baton has its advantages: The
New Yorker is likely to be tougher
on stemming illegal immigration,
and less prone to support civil liber-
ties for illegal immigrants, a stand
of Sen. Kennedy that infuriated
some Republicans.

“If you can convince Americans
we can and we want to stop future
waves of illegal immigration, they
will accept a tough but fair path to
citizenship and a very rational fu-
ture flow of legal immigrants,” Mr.

Schumer said in an interview.
Business groups are ready to get

on board, especially the high-tech-
nology industry, which faces a short-
age of high-skilled workers, even
with unemployment nearing 10%,
said Ralph Hellman, chief lobbyist
for the Information Technology In-
dustry Council.

But business groups worry that
Democrats will defer to the AFL-
CIO on the issue of legal immigra-
tion. The labor confederation has
opposed a robust guest-worker pro-
gram or higher levels of legal immi-
gration, fearing they would depress
wages.

A larger labor presence would
splinter the coalition of business
and pro-immigration groups that
embraced past immigration efforts,
only to see them falter in the Sen-
ate.

We do no market
research. We just
want to make
great products.
– STEVE JOBS, CEO & CO-fOundEr, applE

as quoted in FORTUNE’s 3.17.08 issue

“

”

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

© 2008 Time Inc. fOrTunE and fortune.com are registered
trademarks of Time Inc. all rights reserved.
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New arrest in Stanford case
Antigua police hold
banking regulator;
alleged Ponzi scheme

A WSJ NEWS ROUNDUP

Police in Antigua and Barbuda ar-
rested a top banking regulator on
U.S. charges related to the alleged
$7 billion Ponzi scheme run by
Texas financier R. Allen Stanford,
who pleaded not guilty in Houston
Thursday.

Leroy King, administrator of the
Financial Services Regulatory Com-
mission, was taken into custody fol-
lowing a judge’s approval of a U.S. re-
quest Wednesday, a government
spokesman said. U.S. authorities
made the request based on a U.S. in-
dictment announced Friday and
pending extradition proceedings, ac-
cording to the Antiguan official.

Mr. King, who has dual U.S. and
Antiguan citizenship, couldn’t be
reached for comment, and an attor-
ney who has represented him in the
past said he hadn’t been made aware
of the arrest Wednesday night.

The twin-island nation has
agreements with the U.S. allowing
for extradition, though the court
process could take months or more
than a year.

Mr. Stanford arrived at a federal
courthouse Thursday wearing hand-
cuffs, leg chains and an orange
prison jumpsuit as he faces charges
of fraud and conspiracy.

He entered his plea during his ar-
raignment Thursday in federal

court in Houston. The financier was
indicted on 21 counts by a grand jury
last week. Each of the most serious
counts Mr. Stanford faces carries
prison terms of as much as 20 years.

Laura Pendergest-Holt, Gilberto
Lopez and Mark Kuhrt, three Stan-
ford Financial Group executives who
were indicted along with their former
boss, also entered “not guilty” pleas
during the court hearing.

U.S. Magistrate Judge Frances
Stacy’s decision on whether Mr.
Stanford will be alllowed to be free
on bond pending trial was expected
later in the day. Mr. Stanford was ar-
rested in Virginia on June 18.

The FSRC regulates Antigua’s fi-
nancial sector, including several off-
shore banks. Mr. Stanford’s Stan-
ford Financial Group operated an off-
shore bank and several other busi-
nesses in Antigua, where he was a
major employer.

Mr. Stanford’s financial empire
collapsed in February after the SEC
filed a civil complaint accusing Mr.
Stanford, top executives and multi-
ple Stanford corporate entities of or-
chestrating “a massive Ponzi
scheme.” Last week, Mr. Stanford’s
attorney said his client will fight the
allegations and was confident of be-
ing found not guilty.

Mr. King’s role, according to U.S.
investigators, was to keep U.S. scru-
tiny at bay. The federal indictment
and related Securities and Exchange
Commission civil complaint re-
leased Friday describe how Mr. King
allegedly helped Mr. Stanford con-
ceal his activities from U.S. regula-
tors for $100,000 in bribes.

Russell Investments, Jadwa
to create Shariah-tied index

GMAC halts some loans,
raising risks at Chrysler

By Stephen Fidler

LONDON—Russell Investments
of the U.S. and Jadwa Investments
of Saudi Arabia said they have
teamed up to create an index of
shares complying with Shariah, or
Islamic law.

The two groups said the new in-
dexes offer the broadest Shariah-
compliant coverage of any index,
with 2,700 qualifying shares from 60
countries. The securities are drawn
from the 10,000 in the Russell Global
Index.

In what Russell described as an
innovation, it said it would adjust
the index to “purify” the dividends
of companies to strip out that part
of their business gained from non-Is-
lamic activities. For example, divi-
dend income from Tesco PLC, the
U.K. supermarket chain, would be
cut by 2% to take account of the pro-
portion of its revenues that are de-
rived from sales of alcohol.

“We believe our screen offers the
strictest Shariah compliance,” said
Russell, an international invest-
ment firm based in Tacoma, Wash.

For example, the firm said it will
filter out more financial companies
than competing indexes. The new
benchmarks will be divisible, includ-
ing by region, country, capitaliza-
tion and industry.

Jadwa Investments, a Shariah-
compliant investment bank, began
operations in 2007. Its chairman is
Prince Faisal bin Salman bin Abdu-

laziz, a member of the Saudi royal
family, and its shareholders include
Khazanah Nasional Berhad, the Ma-
laysian sovereign wealth fund,
which has a 10% stake.

Russell, a subsidiary of North-
western Mutual, says some $4.4 tril-
lion of investments track its U.S. in-
dexes. It said it expects about $1 bil-
lion of investments to track its new
indexes, which will start publication
in the summer.

By Alex P. Kellogg

GMAC LLC is suspending whole-
sale financing for certain Chrysler
Group LLC dealers it considers to be
too risky to lend to, GMAC and
Chrysler confirmed.

The move could push more
Chrysler dealers out of business and
hurt the company’s ability to sell ve-
hicles. During its bankruptcy restruc-
turing, Chrysler shed 789 dealers.

GMAC, formerly the captive lend-
ing arm of General Motors Corp., re-
cently took over financing of
Chrysler dealers’ inventory after
Chrysler’s own lending arm stopped
doing so.

About 60% of the roughly 2,400
dealers who survived Chrysler’s
bankruptcy applied for interim
wholesale financing with GMAC, ac-
cording to Chrysler. So far about
6%—more than 80—have been in-
formed that their wholesale financ-
ing has been temporarily sus-
pended, the company said.

GMAC declined to say Wednes-
day how many of the dealers so far
have been vetted to continue receiv-
ing loans, and refused to confirm
the number of dealers it has sus-
pended. The company said it will
need about six months to complete
the vetting process.

GMAC said the process was part
of normal due diligence. GMAC’s
goal in part is to avoid doing busi-
ness with dealers who are too big a
financial risk, Mike Stoller, a com-
pany spokesman said.

The lender earlier provided in-
terim financing to all Chrysler deal-
ers who applied for it. It received bil-
lions in government aid to do so, in-

cluding $7.5 billion in late May.
But surviving Chrysler dealers al-

ways were set to be vetted later, said
Mr. Stoller. “The next step was al-
ways to go back and look at each of
the dealerships individually,” he
said. Mr. Stoller said GMAC wasn’t
working with Chrysler on this effort
and that it had “no particular goal in
mind” for the number of dealers to
continue to receive loans.

According to GMAC, suspended
dealers typically have 30 days to im-
prove their balance sheets or they
must find another company to pro-
vide them wholesale lending.

But few Chrysler dealers GMAC
rejects are likely to gain the addi-
tional capital to get back on board,
or find another lender willing to
take on their loan needs, given the
current lending market.

“This definitely puts them
[Chrysler] at a disadvantage,” said
Mark Rikess, founder of Rikess
Group, a California-based dealer
consulting firm. “They’ve got a very
weakened distribution channel.”

The car maker still has too many
dealers, he said, but for the moment
it needs those it has to survive and
buy its vehicles.

Chrysler and GM rely on GMAC
for much of their retail-customer
and wholesale financing. Chrysler
Financial has been forced to wind
down its lending because of a lack of
capital. This leaves Chrysler as the
only major U.S. auto maker without
a finance firm with which to work
closely.

Chrysler expects to have most of
its surviving plants running again
by July, and will need dealers to buy
cars so the company can begin gen-
erating revenue.

Court proceedings
to extradite Mr. King
to the U.S. could last
more than a year.

R. Allen Stanford is escorted into the
federal courthouse in Houston.
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Citigroup halts
loan purchases
from other banks
By James R. Hagerty

Citigroup Inc. suspended pur-
chases of loans from other banks
and mortgage companies in the lat-
est blow to smaller providers of
home loans.

The New York banking company
on Tuesday began a suspension of
loan purchases through its so-called
correspondent channel. The suspen-
sion is to end July 6.

A Citigroup spokesman, Mark
Rodgers, said the suspension will en-
able the bank “to make improve-
ments to this important business
that will ensure the continued deliv-
ery of superior quality loans.”
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U.S. Investor Visas / Green Cards
Looking to invest and reside in the U.S.?
We’ll prepare the visa, or advise on
green card options for entrepreneurs.

Approvals possible in 6 mos.
Contact legal counsel:

MLH Consular Consulting
Munich, Germany

Tel: +49 172 629 5356
www.consular-consulting.com

Own an Energy
Conservation Business
Energy Automation Systems,

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

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

For information call 615-822-7250
or

www.energysavingbusiness.com

IMPORTANT
Long term, extremely large water and

hydroelectric project idea needs
investor and advisor.

Western United States.
Reply to: Research

P O Box 1662
Warren, OH 44482

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à
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China to boost its purchases
of Turkmenistan natural gas

Greece seeks ways to cut
this year’s budget deficit

ASSOCIATED PRESS

Britain is hiring former computer
hackers to join a new security unit
aimed at protecting cyberspace from
foreign spies, thieves and terrorists.

The U.K.’s terrorism minister, Alan
West, said the new recruits will join ef-
forts to trace and cut off the source of
cyber attacks on Britain’s govern-
ment, businesses and individuals.

The country also will develop its
capability to wage cyber warfare
against the country’s foes, he said.
Prime Minister Gordon Brown an-
nounced the creation of the unit
Thursday as he published an up-
dated national security strategy, de-
tailing Britain’s response to global
terrorism and emerging threats.

“Just as in the 19th century we
had to secure the seas for our na-
tional safety and prosperity, and in
the 20th century we had to secure
the air, in the 21st century we also
have to secure our position in cyber-
space,” said Mr. Brown.

Mr. West said British govern-
ment systems had probably come un-
der cyber attack but that he didn’t
know of any specific cases where
sensitive data had been lost. British
telecom BT Group PLC, one of the

world’s largest telecommunications
providers, estimates it has about
1,000 attempted cyber attacks per
day on its systems, Mr. West said.

The head of Britain’s domestic
spy agency has previously warned
that both China and Russia are using
new technology to spy on Britain.
British officials are concerned that
some terrorist groups, including
those linked to al-Qaeda, are likely
to soon develop the capability to use
cyber warfare to attempt attacks on
Western targets.

Eugene Spafford, a professor of
computer science at Purdue Univer-
sity, in Indiana, said it won’t be easy
for all former hackers to become cy-
berspace police.

“Knowing how to break a win-
dow is different from knowing how
to fix it or to install it,” he said.
“They may find flaws, but that
doesn’t know they know how to fix
the system.” Mr. West also con-
firmed that—as the U.S. military
does—Britain has the ability to
carry out its own cyber operations.

U.K. to hire ex-hackers
Recruits will join
security unit aimed
against cyberattacks
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By Alessandro Torello

And Frank Huetten,

European Union governments
agreed to tighten the limits on the
amount of polluting emissions
from combustion plants, part of a
broader plan to simplify rules and
increase environment protection.

Environment ministers of the 27

EU member countries decided at a
meeting in Luxembourg on Thurs-
day that large combustion plants,
such as power plants or installa-
tions in oil refineries and metal pro-
ducers, would have to use state-of-
the-art technologies to reduce their
polluting emissions by 2020 at the
latest, a spokeswoman for the Euro-
pean Commission said.

“After lengthy and difficult dis-
cussions, we reached an agree-
ment,” said Ladislav Miko, the
Czech environment minister who
headed up the meeting.

The new rules will merge seven
pieces of legislation and also seek
to limit the number of exemptions
for the 52,000 installations cov-
ered.

British Prime Minister Gordon Brown, center, visiting the London office of Detica,
owned by BAE Systems, as part of the launch Thursday of the U.K.’s new security unit.

EU will curb emissions from combustion plants

By Alkman Granitsas

And Ayse Ferliel

ATHENS—The Greek govern-
ment announced new taxes and
other measures that will give it an
extra Œ2.3 billion ($3.1 billion) this
year as it tries to rein in its balloon-
ing budget deficit, even as it revised
down its economic forecast for the
year.

Finance Minister Yannis Papatha-
nassiou said Thursday that Greece
will probably see no economic growth
this year—compared withthe govern-
ment’s previous forecast of 1.1%
growth—and only return to growth in
2010. But he also reaffirmed in a news
conference the government’s goal of
cutting the deficit to 3.7% of gross do-
mestic product this year.

“The rate of growth for the Greek
economy in 2009 is expected to slow
more than original forecasts. Specif-
ically, it will range around zero, com-
pared with 1.1% that was forecast,”
Mr. Papathanassiou said. “To
achieve our goal of reducing the defi-
cit to 3.7% of GDP in 2009, we will
need further measures in the order
of Œ2.3 billion, or about 1% of GDP.”

Due to higher interest payments
on the national debt, slowing eco-
nomic growth, higher outlays for so-
cial programs and rising tax eva-
sion, Greece has seen its budget defi-
cit widen to above 5% of GDP in
2008.

Because of that, the European
Commission has given Greece until
the end of 2010 to bring its budget
gap below the European Union man-

dated level of 3% of GDP.
The measures announced Thurs-

day, which have been expected for
some time, include new taxes on cer-
tain property, fuel, mobile phones,
cars, luxury boats and gambling in-
come, which combined are expected
to raise Œ1.91 billion in revenue.

In addition, the government
hopes to raise Œ447 million by crack-
ing down on widespread tax evasion
by stepping up audits and other
checks on tax cheats.

The new package follows a series
of revenue and spending measures
announced this year that included
new taxes on the wealthy and freez-
ing wages of almost half a million
civil servants.

“Our goals are specific and clear:
to reduce the deficit below 3.7% of
GDP and to ensure the credibility of
our country in the international mar-
ket from which we borrow a large
amount each year to service the
high national debt,” said Mr. Pap-
athanassiou.

Many economists say, however,
that even with the new measures,
the government will face difficulty
meeting its deficit targets.

“The latest data concerning the
execution of the 2009 budget con-
firm earlier expectations of a signifi-
cant deterioration in Greek fiscal ac-
counts due to the economic slow-
down,” said Platon Monokroussos,
an economist at EFG Eurobank Er-
gasias SA. “But even with the new
measures to reduce the budget defi-
cit, the risk remains of a significant
overshooting of the target both this
year and next.”
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MOSCOW—Russia’s Supreme
Court on Thursday overturned the
acquittal of three men charged with
the murder of Anna Politkovskaya, a
journalist whose reporting directly
challenged the country’s most pow-
erful leaders.

A Moscow jury acquitted the de-
fendants—two Chechen brothers
and a former policeman—in Febru-
ary after a trial that Ms. Polit-
kovskaya’s supporters said was un-
dermined by prosecution errors

and omissions.
The acquittal was an embarrass-

ment for the Russian government,
which has appeared eager to fend
off charges that journalists and
Kremlin critics can be murdered
with impunity. The prosecutors ap-
pealed the verdict, accusing the
judge of making numerous proce-
dural violations. The Supreme
Court agreed there had been a viola-
tion of procedural rules, a court
spokesman said. The court ordered
a new jury trial.

New trial ordered in journalist case

A WSJ NEWS ROUNDUP

China signed a 30-year deal to in-
crease purchases of natural gas from
Turkmenistan by 30%, Turkmen
state media reported, a landmark
agreement for Beijing as it competes
with Moscow for access to Central
Asia’s energy wealth.

No value was announced for the
deal, which also marks another step
forward in Chinese efforts to find
long-term, stable energy supplies.

Chinese Vice Premier Li Keqiang
met with his Turkmen counterpart
Wednesday to sign the contract,
which increases gas deliveries to 40
billion cubic meters annually, the
state-run newspaper Neutral Turk-
menistan reported. Work on a
7,000-kilometer pipeline from Turk-
menistan to China is expected to be
finished by the end of the year.

The Turkmen deal comes a day af-

ter China’s state-owned Sinopec
Group agreed to acquire oil-explora-
tion company Addax Petroleum
Corp. for 8.27 billion Canadian dol-
lars (US$7.18 billion), in what would
mark the largest overseas takeover
by a Chinese company. China has
also committed to lending Turkmen-
istan’s state gas company $4 billion
on preferential terms, the Neutral
Turkmenistan newspaper reported.

The deals come amid strained rela-
tions between Turkmenistan and Rus-
sia, which usually buys most of the
Turkmen gas for onward sale in
Ukraine and Europe. Earlier this year,
Russia moved to reduce gas imports
from Turkmenistan because of plung-
ing demand and prices in Europe.

The two countries have also
sparred over a blast in April that
damaged a major pipeline transport-
ing Turkmen gas to Russia.
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Cutting in on the
quarter-end dance
Requiring banks to report

their daily average balance

could ease soft-shoe routines

By Scott Patterson

Investors are familiar with
quarter-end window dressing
by money managers, who tend
to dump losers and pile into win-
ners to gussy up their portfo-
lios. The action can cause rip-
ples in the stock market, but the
overall impact is benign.

A different kind of window
dressing by leveraged financial
institutions, however, is more
worrisome, critics say, and
could add to volatility as the sec-
ond quarter draws to a close.

At the end of each quarter,
banks file a one-day public snap-
shot of their balance sheets with
the U.S. Securities and Ex-
change Commission.

In anticipation, many banks
scramble to dress up their bal-
ance sheets, shedding unloved
assets and declining credit to
risky borrowers.

The full-on sales efforts can
trigger dislocations in capital
markets, says Lou Crandall, chief
economist of Wrightson ICAP.

Credit spreads can spike as
banks become more loath to bur-
den their balance sheets. In
turn, struggling financial firms
seeking financing can find them-
selves in a bind.

It isn’t a coincidence that
Bear Stearns imploded near the
end of the first quarter last year,
or that Lehman Brothers de-
clared bankruptcy near the end
of the third quarter, Mr. Cran-
dall says. “Part of what hurt Leh-

man and Bear was the fear that
as you got closer to quarter-end,
there was going to be a run on
the bank,” he said.

One measure of broker-
dealer balance sheets tracked
by Wrightson ICAP shrank by a
massive $447 billion in a one-
week period around the end of
the first quarter of 2008, com-
pared with $68 billion the previ-
ous year.

While credit markets have re-
cently eased, added pressure
could come this quarter.

The U.S. Federal Deposit In-
surance Corp. is levying an emer-
gency assessment on the bank-
ing industry to boost funds in its
Deposit Insurance Fund.

The amount charged to
banks will be based on the mix of
bank assets at the end of the sec-
ond quarter.

Mr. Crandall’s solution: Re-
quire banks to report a daily av-
erage balance, rather than a one-
day quarter-end snapshot.

The net result would be a
more stable system where
banks leverage themselves less,
and there would be fewer disrup-
tive quarter-end tap dances.

ECB move has desired effect
of paring bank-lending rates

AHEAD OF THE TAPE

Sources: U.S. Federal Reserve; Wrightson ICAP
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Shrinking sheets
Contractions in dealer balance 
sheets in one-week period 
before quarter end

By Nina Koeppen

FRANKFURT—The European
Central Bank’s injection of money
on Wednesday made itself felt in the
markets Thursday, lowering banks’
funding costs, as well as their inter-
est-rate expectations.

The ECB and other central banks
have focused on keeping money mar-
kets flush to rekindle bank lending
and boost economic activity.

The ECB’s offer also seems to
have damped the market’s expecta-
tions that the ECB might lower inter-
est rates further, which some econo-
mists expected to happen this year.
Overnight money-market rates fell
to a low of 0.25% after the ECB’s ten-
der of Œ442 billion ($616 billion) was
paid out on Thursday at a 1% rate.

Euro-zone banks now have excess
liquidity, or money they won’t need
for daily operations, of Œ267 billion,
according to Christoph Rieger, an in-
terest-rate strategist at Dresdner
Kleinwort inFrankfurt.Withthiscush-
ion, banks should, in theory, feel more
comfortable about lending money.

The funding that the ECB has
made available to the banking sys-
tem in the 16-country euro zone to-
tals about Œ900 billion. That ex-
ceeds levels seen during the height
of the credit crisis late last year,

when money markets seized up as
banks withheld funds from one an-
other, fearing possible defaults.

The ECB has cut its key rate to 1%
from 4.25% since the collapse of U.S.
investment bank Lehman Brothers
Holdings Inc. last September. In re-
sponse to Wednesday’s action, the
market also began steering down
the rates paid for longer-term funds
in the money market.

The benchmark three-month Eu-
ribor, or the euro interbank offered
rate, the rate at which banks lend
funds to one another, fell to 1.145%
at Thursday’s fixing from 1.195%
Wednesday. That is more than four
percentage points below levels seen
in October.

The 12-month Euribor fell to
1.532% from 1.570%, also down from
earlier this year.

“Banks will be further incentiv-
ized to put their incremental cash to
work, either in the bond markets or
by making new loans to the nonfi-
nancial sector or other banks,” said
Laurence Mutkin, who leads Mor-
gan Stanley’s European interest-
rate strategy-research team.

“This is no doubt a policy objec-
tive of the ECB, and it’s interesting
that it looks like it is achieving this
while letting the banks decide for
themselves the quantum of money
involved,” he said.

MONEY & INVESTING THE MART
CLASS ACTIONS

BOATING AVIATION FINANCIAL SERVICES

TRAVEL

REDUCED 50%
65' TOLLYCRAFT

$750,000

Free Delivery US
Canada/Europe

954-568-4348

98' Westship
Price reduced $1mm

$1,950,000
Excellent condition
1 954 646-3090

550: S/N 5184 - For Sale or Lease
440 Hrs TT, EVAS, BBML, High Speed Internet,
Satcom Direct TV, 14 Paxs. Excellent financing.

XLS: S/N 5736 - 1,100 Hrs
Dual FMS, Iridium phone, Airshow 410, Sat

weather, XM radio, fact-
ory warranty, priced at wholesale.

Clay Lacy Aviation -
BradWollen 206-762-2250
bwollen@bfi.claylacy.com

2008 Gulfstream 550
2007 Citation XLS

One Year
Subleases Available

Gulfstream IV and V Series
Challenger 300, 605

Global Express
Falcon 2000 EX

THE JET COLLECTION
jdisney@thejetcollection.com

MERCHANT BANK
Bank Instruments (SBL/Cs – B/G)

availables one year
USD libor + 275 basis points

for
commercial & industrial projects
info@vanniventures.co.uk

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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