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CLEANING UP: The shower trailer that American soldiers at Khadra had used is loaded up to be taken to another base. Page 3.

U.S. forces prepare to leave Iraq’s cities as violence grows

By Marcus Walker

BERLIN—Germany, in the
grip of a massive export
slump, firmly believes it has
no alternative to export-led

growth. But
there is an al-
ternative—
the country
just doesn’t

have the stomach for the
changes it would require.

Germany’s gross domestic
product, the value of all its

goods and services, has fallen
by nearly 7% in the past four
quarters, driven largely by
foreigners buying fewer Ger-
man goods.

One lesson of this crisis:
Just as bad as having a credit
bubble burst, like in the U.S.,
is depending on customers
whose credit bubble is burst-
ing.

When exports make up
47% of your GDP, and exports
drop by 17% year over
year—as Germany’s did in the

first quarter—the effect is to
wipe out years of previous
economic growth at a stroke.

There are three ways that
Germany, the world’s fourth-
largest economy, could re-
spond.

One is to sit tight and wait
until global trade recovers.
That’s what Chancellor An-
gela Merkel’s government
and much of corporate Ger-
many plan to do. In their view,
this recession is an almighty
cyclical hiccup, but Germa-

ny’s economy is fundamen-
tally sound.

Defenders of the status
quo say Germany’s export de-
pendence reflects its compar-
ative advantage: Germany is
good at engineering, and
other countries—especially
fast-developing ones such as
China—need a lot of new ma-
chinery.

So the government is sub-
sidizing companies’ payrolls
to preserve their work forces

Please turn to page 31

Germany’s tough options
As export slump persists, nation refuses to adopt alternative growth path
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Speak out on Iran
Reagan’s support for Pol-
ish Solidarity is a model.
Pages 13 and 14

By Stephen Fidler

Still buffeted by the finan-
cial crisis, UBS AG’s move to
boost its capital base under-
lines its continuing struggles
to return to profitability even
as its competitors are minting
money.

The bank raised 3.8 billion
Swiss francs ($3.5 billion) late
last week by placing 293 mil-
lion shares, or 8.4% of its capi-
tal, with a few investment in-
stitutions. It marked the
fourth time in less than two
years that UBS shareholders
have suffered a dilution of
their holdings.

At the same time, the bank
announced it would post a loss
for the second quarter and
said customers continued to
pull money from its flagship

wealth-management business.
The announcement empha-

sized the hill the bank’s new
boss, Oswald Grübel, a former
top banker with rival Credit
Suisse Group AG who took
over in February, must still
climb to turn around the
bank.

Mr. Grübel was installed in
February, after the company’s
financial troubles led the
Swiss government last year to
inject six billion francs of new
capital into the bank and to
buy some $60 billion of its
toxic assets.

Many of UBS’s high-net-
worth customers have been
scared off by the bank’s dis-
pute with the U.S. Internal
Revenue Service, which
wants it to hand over details
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Arrests
in Iran
raise ire
of U.K.

Perfect pitchman

The King of Pop was a
prince on Madison Avenue
Marketplace, page 29
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On Other Fronts: A pesky paparazzo stalks the wily Berlusconi
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UBS moves reflect

CEO’s challenges

By Jeanne Whalen

Iran arrested nine local em-
ployees of the British Embassy
inTehran at the weekend, draw-
ing a terse response from the
U.K. government and signaling
an escalation of tensions be-
tween two countries with a his-
tory of difficult relations.

Iranian media reported
the arrests on Sunday, saying
the employees had been de-
tained for allegedly playing a
role in post-election demon-
strations in Tehran. Speaking
during a visit to Greece, Brit-
ish Foreign Secretary David
Miliband said some of the
nine arrested Saturday, had
been released, though he
didn’t say how many.

A U.K. Foreign Office
spokeswoman said Sunday
that some staff were still be-
ing held, but she declined to
say how many. She also de-
clined to comment on the cir-
cumstances of their arrest.

“The United Kingdom is
deeply concerned at the ar-
rest and, in some cases, contin-
ued detention of some of our
hard-working, locally en-
gaged staff in Tehran,” Mr.
Miliband said Sunday. “This is
harassment and intimidation
of a kind which is quite unac-
ceptable.

“The idea that the British
Embassy is somehow behind
the demonstrations and pro-
tests that have been taking
place in Tehran in recent
weeks is wholly without foun-

Please turn to page 2

Inside

Markets

As the U.K. prepares to an-
nounce another set of mea-
sures to cushion the impact of
the recession, signs are emerg-
ing that two key sectors have
stabilized and may even be
about to recover. Page 9

n Bernard Madoff’s wife
agreed to give up her potential
claim to more than $80 mil-
lion in assets in a settlement
with U.S. prosecutors. Page 19

n GM agreed to assume lia-
bility for injuries drivers suf-
fer from vehicle defects af-
ter the auto maker emerges
from bankruptcy. Page 5

n The Chinese buyer of
GM’s Hummer unit will start
talks with Chinese regula-
tors Monday. Page 5

n Junk bonds are tempting
investors, but some analysts
are urging caution. Page 19

n Spain approved a $12.66
billion bailout fund to shore
up banks weakened by a
deep recession. Page 21

n The U.S. Justice Depart-
ment concluded that detain-
ees tried by military commis-
sions can claim some consti-
tutional rights. Page 10

n Saad Hariri, the Lebanese
prime minister-designate,
has begun to form a new
government. Page 10

n Laid-off workers in the
U.K. recovered their jobs af-
ter organizing protests in
support of strikers at a Total
oil-refinery project. Page 6

n Business groups urged Chi-
na’s government in a letter
to scrap a requirement that
PCs come with Internet-filter-
ing software. Page 8

n The U.S. House approved
a landmark climate bill, but it
isn’t clear how much of the
sprawling legislation will sur-
vive in the Senate. Page 10

n Honduran soldiers arrested
the president and sent him
to Costa Rica amid a grow-
ing crisis over his plans to
try to be re-elected. Page 32

n Leaders from Merkel’s
Christian Democrats and their
Bavarian-only sister party ap-
proved a German election pro-
gram centered on tax relief.

n Italy’s cabinet approved a
stimulus package aimed at
boosting investment and con-
fidence in local businesses.

n Early exit polls indicated
that Albanian Prime Minister
Sali Berisha’s Democratic
Party had won another term
in parliamentary elections.

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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Fighting a five-quarter-
long recession, New Zealand’s
central banker is facing a for-
midable enemy: the currency.

A 30% gain in the New
Zealand dollar, or kiwi,
against the greenback since
March has frustrated the Re-
serve Bank of New Zealand’s
efforts to revive the economy.

Consider the impact on
Fonterra Cooperative

Group, the world’s largest
dairy trader, which accounts
for 20% of New Zealand’s ex-
ports. Fonterra pays its
10,500 farmer-shareholders a
huge dividend. Thanks to the
strong kiwi, Fonterra fore-
casts a 12.5%, or $575 million,
drop in the dividend.

The kiwi’s recent gains
have come as speculators
position for a rebounding

global economy. Stubbornly
high interest rates also are
compelling. Yields on New
Zealand’s 10-year govern-
ment bonds are close to 6%.

All this has central bank
governor Alan Bollard hop-
ing that currency markets
will start to reflect the real-
ity of New Zealand’s grim
economic circumstances.

For now, New Zealand is

losing the fight. On Friday,
the government said its
economy shrank 1% in the
March quarter from the De-
cember quarter.

Things could worsen.
Fonterra’s projected dividend
assumes the kiwi will trade
at an average of 59 U.S. cents
in the year that ends in
April—8% below its current
level.  —Simon Louisson

Kohlberg Kravis Rob-
erts is again looking for a
way to go public. Talk of
bumper bonuses at Gold-
man Sachs is back. Any-
body who went into hiber-
nation in 2007 could be
forgiven for wondering if
the boom ever ended.

But despite the sharp
rally in financial stocks, in-
vestors will drive harder
bargains after the pain
they have suffered. Take
KKR. The plan to merge
with its bombed out Am-
sterdam-listed investment
vehicle KKR Private Equity
Investors might well go
through.

KKR is willing to give
KPE shareholders 30% of

the company, which is
more than it offered last
year. KKR presumably
wants to absorb the embar-

rassing affiliate before it
tries to go public in New
York. It can offer a better
deal because it knows
KPE’s assets well. Also,
KKR would effectively
raise money through the
transaction because invest-
ments held by KPE will
turn into cash as they are
exited. KKR hasn’t said
how it would use the
money.

But the real test for
KKR will be listing the
combined entity in New
York. When Blackstone
went public in 2007, inves-
tors were giddy. Aside
from an excessive valua-
tion, investors accepted a
complex unitholder struc-

ture that locked up control
of the business with a few
individuals, like when it
was a private company.
The structure also made
the financial results com-
plex.

If Henry Kravis does
manage to list KKR in New
York, investors are un-
likely to let him take out
billions in cash, if he
wanted to, as Blackstone’s
founders did. But inves-
tors should also insist on a
more shareholder-friendly
and transparent structure
than the Blackstone-style
version KKR proposed last
time it tried.

—John Jannarone

Betting on bond turmoil

New Zealand fights enemy within: the surging kiwi

As policy makers discuss
how to exit from quantitative
easing, investors need to po-
sition themselves for the gov-
ernment-bond-market tur-
moil that is likely to follow.

The markets got a taste
of what might be in store
this week when the Bank of
England decided to stop buy-
ing two bonds originally in-
cluded in its £125 billion
($204.68 billion) quantita-
tive-easing program. The
prices of those bonds plum-
meted, suggesting there is
big money to be made for
investors who get their trad-
ing strategy right.

The snag is that some
government-bond markets
are so potentially distorted
by central-bank programs
that it is hard to feel confi-
dent of where prices should
be. Consider the two bonds
the BOE will no longer pur-
chase, 5% gilts due 2014 and
8% gilts due 2021. The BOE
already owns more than
half of both issues. In fact,
combined with holdings by
the U.K. Debt Management
Office, at least two-thirds of
both are in public hands, ac-
cording to Barclays Capital.

Moreover, investors also
need to second-guess both
when and how central banks
will decide to call time on

quantitative easing. In the
U.K., that moment could arise
as soon as July, when the
BOE must decide whether to
extend its program beyond
the £125 billion already autho-
rized. So far, it has purchased
£96 billion of bonds.

If the BOE calls a halt to
quantitative easing once the
program is complete, the
best bet is that issues that
have seen heavy central-
bank buying will become rel-
atively illiquid and hence un-
attractive. By the end of
July, the BOE will own 38%
of the bonds in the target
basket, and if it raises the
full amount of the program
to £150 billion, by the end
of August it will own 44%,
according to Barclays.

But even if the bank de-
cides to continue with quanti-
tative easing, it may come un-
der pressure to expand the
basket of securities it is buy-
ing to avoid building up ex-
cessive holdings in other sin-
gle issues, such as the 4.75%
gilt due 2015, one of the big-
gest decliners on Friday in
anticipation of such a move.
If the government broadens
its buying, longer-dated gilts,
which haven’t been manipu-
lated yet, may offer the best
value.
 —Richard Barley

Honduran president is removed by military
Coup is condemned
by EU and U.S.
amid fear of violence

KKR’s real test is a U.S. listing

UBS moves reflect challenges to new boss

By Paul Kiernan

And José de Córdoba

TEGUCIGALPA, Honduras—Hon-
duran soldiers stormed the house of
leftist President Manuel Zelaya in a
predawn raid Sunday, arresting him
and removing him from power amid
a growing crisis over Mr. Zelaya’s
plans to try to get re-elected.

“I was awakened by shots and
the yells of my guards, who resisted
for about 20 minutes,” Mr. Zelaya
told a news conference at the San
Jose airport in Costa Rica. “I’m still
in my pajamas.” Mr. Zelaya called
the action a kidnapping, and said he
was still president of Honduras.

Later Sunday afternoon, Con-
gress formally removed Mr. Zelaya
from the presidency. In a unanimous
vote, the deputies named Roberto
Micheletti, the president of the con-
gress, as Mr. Zelaya’s successor un-
til the end of the current presiden-
tial term in January.

In Honduras, television stations
were off the air, andelectricity was out
in parts of the capital, Tegucigalpa.
Military jets streaked overhead.

“This is a tragic day,” said Carlos
Sosa, Honduras’s ambassador to the
Organization of American States, in
an interview on CNN en Español.
The ambassador said he was told
about the unfolding coup by Mr. Ze-
laya’s family after soldiers entered
the house.

Reaction to the apparent coup
was swift. U.S. President Barack

Obama said he was “deeply con-
cerned” and called on all political ac-
tors in Honduras to “respect demo-
cratic norms. …Any existing tensions
and disputes must be resolved peace-
fully through dialogue free from any
outside interference,” he said.

The Obama administration
worked in recent days to prevent Mr.
Zelaya’s ouster, a senior U.S. official
said. The State Department, in par-
ticular, communicated to Honduran
officials that Mr. Obama wouldn’t
support any nondemocratic transfer
of power in the country.

The European Union called on
the Honduran military to release Mr.
Zelaya. “The EU strongly condemns
the arrest of the constitutional presi-
dent of the Republic of Honduras by
the armed forces,” Czech Foreign

Minister Jan Kohout said.
Fears of violence in Honduras

grew as soldiers surrounded the
presidential palace, keeping at bay a
growing group of protesters who
gathered to support the ousted pres-
ident. They burned tires, sending up
black plumes of smoke. Helicopters
circled overhead.

“We want the people’s vote to be
respected,” said Freddy Huezo, a
lawyer who had taken to the streets
to support Mr. Zelaya.

Mr. Zelaya called on unions, work-
ers and peasant and indigenous
groups to demonstrate peacefully
for his return. The president, an ally
of Venezuela’s populist President
Hugo Chávez, has been locked in a bit-
ter battle with the rest of Honduras’s
political establishment, including

members of his own party, over his
plans to hold a referendum to scrap
the constitution and potentially al-
low his re-election, which is cur-
rently barred under Honduran law.

Honduras’s Supreme Court had
declared the referendum illegal, and
last week the military said it
wouldn’t help the president distrib-
ute ballots. The president re-
sponded by firing the military’s
chief of staff, leading to growing ten-
sions within the army. The Hondu-
ran Congress had also considered
having Mr. Zelaya declared unfit for
office.

Things came to a head on Sun-
day, the day that had been slated for
the referendum.

The president’s term ends in Jan-
uary, following November presiden-

tial elections. But a referendum
would have allowed voters in No-
vember to call for a new constitu-
tion. The president’s opponents say
he planned to use a new constitution
to scrap term limits and run for re-
election when his four-year term
ends in January.

Mr. Zelaya has been a sharp critic
of U.S. policies in Latin America, in-
cluding Washington’s economic em-
bargo on Cuba. Still, Honduras re-
ceives more than $200 million in de-
velopment aid from Washington an-
nually. Latin America analysts said
the coup will complicate Mr.
Obama’s efforts to re-engage a re-
gion where anti-Americanism has
flourished in some areas.
 —David Luhnow and Jay Solomon

contributed to this article.

Source: Thomson Reuters Datastream
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of 52,000 accounts. A civil trial over
that demand is scheduled to start
July 13 in a federal court in Miami un-
less a settlement is reached.

The share placement appears to
have been pressed upon the bank by
the Swiss authorities, concerned
about further deterioration in bor-
rower creditworthiness in the face
of recession, analysts said.

The Swiss government “wants to
see higher capital levels so that
banks can absorb losses because Swit-
zerland would struggle to do so,” said
David Williams, an analyst at Fox-Pitt
Kelton. Swiss bank assets are equal to
more than six times Swiss gross do-
mestic product.

UBS took pains to highlight that

it isn’t raising capital due to one iso-
lated, negative event, but instead to
“take advantage of current market
opportunities.”

A spokesman for the Swiss Na-
tional Bank welcomed the capital in-
crease, which he said fulfills the cen-
tral bank’s expectations.

The share placement should help
take a key measure of financial
strength, the so-called core Tier 1 ra-
tio, to 10% or more in the third quar-
ter, once UBS has completed a previ-
ously announced sale of Brazil’s
Banco Pactual.

According to Fiona Swaffield, an
analyst with Execution, that leaves
it ahead of rivals. Germany’s Deut-
sche Bank AG, for example, has a ra-
tio of 7.1%.

However, Deutsche Bank has en-
joyed a sharp return to profitability
this year while UBS still languishes.
In perhaps the clearest sign that UBS
hasn’t yet been stabilized, customers
continued to flee its wealth and asset-
management businesses, which to-
gether managed more than $2 tril-
lion in assets at the end of last year.

The bank also continues to lose
some key staff, including Benjamin
Lorello, who ran UBS’s global health-
care group and is taking a team to
Jefferies & Co. Bank insiders insist
they believe the worst of the exodus,
which accelerated after the bank
failed to pay any bonuses for 2008,
is over. Mr. Grübel has scotched ru-
mors that he would shut the invest-
ment bank and has insisted that its

bankers must be paid competitively.
The bank said the second-quar-

ter loss would be below the loss of al-
most two billion francs it posted for
the first quarter.

However, it gave few clues as to
how profitable the bank’s ongoing
operations are; the majority of the
loss was put down to two nonoperat-
ing factors. These were the cost of re-
structuring and downsizing the
bank, estimated in April at 650 mil-
lion francs, and losses arising from
an accounting charge that results,
perversely, from an increase in the
bank’s liabilities brought about by
improvements in market percep-
tions of the bank’s credit quality.
 —Katharina Bart

contributed to this article.
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Iran steps up its rhetoric
Guardian Council
to certify vote result
as protests continue

Embassy arrests rankle U.K.

A day ahead of a deadline for con-
firming Iran’s election results, nei-
ther the government nor the opposi-
tion showed signs of backing down as
fresh clashes broke out on the streets.

The Guardian Council, a supervis-
ing clerical committee, is scheduled
Monday to finalize its investigation
into alleged election fraud in which it
has been examining 10% of the bal-
lots. The council is widely expected to
uphold earlier announcements de-
claring President Mahmoud Ah-
madinejad the winner of the race.

Opposition reform candidates
Mir Hossein Mousavi and Mehdi Kar-
roubi both dismissed the investiga-
tion as not being independent and
maintained their position that the
results must be annulled, according
to statements on their Web sites.

Clashes continued Sunday as se-
curity forces used tear gas to dis-
perse a gathering in honor of slain
revolutionary cleric Ayatollah Mo-
hammad Beheshti, who was killed in
a bombing in 1981.

Supporters of Mir Hossien
Mousavi, the opposition leader and
reform candidate, planned to use the
occasion to draw attention to scores
of protesters who have been killed,
arrested and beaten in the past three
weeks of postelection unrest.

Videos about the event posted on
YouTube show that thousands of pro-
testors defiantly stood outside the
Ghoba Mosque and streamed into
side streets clapping their hands and
evoking the name of Shiite Islam’s
martyred imam as they chanted what
has become the signature mantra of
the demonstrations, “Ya Hossein, Mir
Hossein,” and “Death to the Dictator.”

In a sign of how far the children
of the 1979 revolution have strayed
from their founding fathers, Alireza
Beheshti, the cleric’s son, who
served as a key adviser for Mr.
Mousavi’s campaign, is now in
prison along with his son.

In Washington, senior Obama ad-
ministration officials said the U.S. re-
mains open to negotiating with Teh-
ran over its nuclear program but
sought to play down Iranian Presi-
dent Ahmadinejad’s future role in in-
ternational diplomacy.

Mr. Ahmadinejad has intensified
his criticism of U.S. President Barack
Obama in recent days, alleging U.S. in-
terference in Iran’s continuing politi-
cal crisis sparked by a dispute over
the results of its presidential elec-
tion. The Iranian leader has said he
would maintain a confrontational
stance towards the West as he em-
barks on his second, four-year term.

U.S. officials on Sunday sug-
gested that Mr. Ahmadinejad was in-
creasingly viewed as irrelevant to
the U.S.’s calculations on its Iran
strategy. “Understand that whatever
Mr. Ahmadinejad says, everyone un-
derstands that in Iran, he is not the
person who makes decisions on for-
eign policy, on defense policy,” David
Axelrod, Mr. Obama’s top political ad-
viser, said on ABC’s “This Week.” He
described the Iranian leader’s criti-
cism of Mr. Obama as “bloviations
that are politically motivated.”

SusanRice,the Obama administra-
tion’s ambassador to the United Na-
tions, in an interview with CBS’s
“Face the Nation,” also sought to play
down Mr. Ahmadinejad’s influence.

“Ahmadinejad is, in fact, as we
well know, not the principal deci-
sion maker when it comes to foreign
policy and national security. It is the
supreme leader,” Ms. Rice said, in a
reference to Iranian Supreme
Leader Ayatollah Ali Khamenei.
“That was the case before the elec-
tion; it is the case now.”

The Obama administration is
walking an increasingly tricky diplo-
matic path when it comes to its Iran
policy. Mr. Obama has voiced support
for Iranian pro-democracy groups
that have openly challenged the legiti-
macy of Mr. Ahmadinejad’s re-elec-
tion. But Mr. Obama also has made it
a priority to try to end Iran’s nuclear
program through negotiations. The
U.S. and other countries are con-
cerned that Tehran could use the pro-
gram to develop atomic weapons.

U.S. officials on Sunday sug-

gested that Mr. Obama remained com-
mitted to pushing ahead with that dip-
lomatic initiative but not with Mr. Ah-
madinejad as the focus. They also sug-
gested that any engagement would
largely be done through multilateral
forms, such as the U.N. Security Coun-
cil, rather than through direct
U.S.-Iranian talks. “We’ve left the
door open to bilateral diplomacy, but
the choice is really with the Iranians
now,” Ms. Rice said. “We need to see
if indeed the offers that have been
made by the international commu-
nity will be opportunities that the Ira-
nians choose to accept.”

Pentagon officials on Sunday
charged Iran with continuing to try to
destabilize neighboring Iraq. U.S.mili-
tary officials have alleged that Tehran
is supplying weapons and training to
militias that have fought the U.S. and
allied forces inside Iraq in recent
years, a charge Tehran denies.

“I would say they still continue to
interfere inside of Iraq. They still
continue to conduct training. They
still continue to pay surrogates to
conduct operations in Iraq,” Gen.
Ray Odierno, the top U.S. com-
mander in Iraq, said on CNN’s “State
of the Union.” “It might be a bit less
than it was, but I think that’s more
based on the success of the security
forces here than it is on Iran's intent.

Gen. Odierno said the U.S. has al-
ready met the June 30 deadline to
pull U.S. troops out of major cities in
the country, and expressed confi-
dence that Iraqi security forces
could take more control. Speaking
on “Fox News Sunday,” he dismissed
the recent uptick in violence in Iraq.

“What we’ve had is we’ve had
some extremist elements trying to
bring attention to themselves as
well as divert attention from the
progress being made in Iraq,” he
said. “So we’ve seen a couple high-
profile attacks aimed at the—aimed
at innocent civilians.”

Gen. Odierno said U.S. troops have
beenwithdrawingfrom majorIraqi cit-
ies over thepast eight months, and the
final units moved out in recent weeks.
He said Iraqi security forces have im-
proved constantly in the last two
yearsas haslocaland provincial gover-
nance.“Ithinkall ofthesefactors,com-
bined with the continued improve-
ment in overall stability and security,
makes this the right time for us to turn
this over to the Iraqi security forces.”

Under a security pact between
the U.S. and Iraq, U.S. forces must
withdraw from the country com-
pletely by 2012.

dation. We have protested in strong
terms, directly to the Iranian author-
ities, about the arrests that took
place yesterday.”

Last week, Iran expelled two
British diplomats from the country,
accusing them of playing a role in
the post-election protests.

After a meeting in Greece, EU
Foreign Ministers condemned the
the expulsion and the detention of
British Embassy staff and said that
any “harassment or intimidation of
foreign or Iranian staff working in
embassies will be met with a strong
and collective EU response,” ac-
cording to a statement released by
Britain’s Foreign Office.

Mr. Miliband said Britain hasn’t
yet had a response from Tehran.

Nader Mousavizadeh, a diplo-
matic expert and consulting senior
fellow at the International Insti-
tute for Strategic Studies in Lon-
don, said the arrests show that the
forces around Iran’s President Mah-
moud Ahmadinejad are attempting
to create more antagonism with the
outside world.

“They think it will serve their in-
terests in the near term and justify
their hard line in domestic policy
because they can say, ‘Look, the
rest of the world is out to get us,’ ”
Mr. Mousavizadeh said. “A more
open, engaged Iran is one that will
want more choices about relations
with the outside world, about wom-
en’s rights, about political rights.
And that fundamentally doesn’t
serve the interests of the hardline
faction now in control.”

Hostility between Tehran and
London has been mounting in re-
cent days. Britain retaliated for the
expulsions by expelling two Iranian
diplomats.

U.K. Prime Minister Gordon
Brown last week called Iran’s allega-
tions that the U.K. diplomats had
played a role in the protests “abso-
lutely without foundation.”

“The onus is on Iran to show the
Iranian people that recent elec-
tions have been credible and that
the repression and curtailment of
democratic rights that we have
seen in the last few days will
cease,” Mr. Brown told the House of
Commons last week. “We too have
an expectation of Iran—that it
meets its obligations as a member
of the international community. I
hope that Iran will respond to our
efforts to establish a genuine dia-
logue.”

Hostility between Iran and the
U.K. stretches back centuries, stem-
ming from Britain’s attempts to use
Iran as a buffer zone to keep Russia
out of India. The 20th century con-
tinued to see British interference
as the U.K. tried to guard its oil and
business interests in Iran.

In 1951, the Iranian government
moved to nationalize the Anglo-Ira-
nian Oil Company, in which Britain
owned a majority stake. Britain and
the U.S. retaliated in 1953 by back-
ing a coup that deposed the demo-
cratically elected Prime Minister
Mohammad Mossadeq and re-in-
stalled the pro-Western Shah, Mo-
hammad Reza Pahlavi.

In a recent blog entry Mr. Mili-
band acknowledged the tensions:
“The memory of foreign interven-
tion throughout their history is
deep within all Iranians,” he said.

As recently as 2005, Mr. Ah-
madinejad accused Britain of com-
plicity in a deadly terrorist bomb at-
tack in southern Iran, despite stren-
uous British denials. In 2007, the
Iranians held 15 British naval per-
sonnel for weeks.

Given the bad blood, Britain at
first reacted moderately to the cur-
rent events in Iran, saying only that
Iran should respect media free-
doms and avoid violent repressions
of protests. But Mr. Brown has
edged up his rhetoric in recent
days.

 —Alistair MacDonald in London
contributed to this article.
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and know-how until foreigners start
spending again.

But there are drawbacks to being
the world’s toolmaker. Global invest-
ment spending can be highly vola-
tile, as this recession shows.

It’s doubtful whether German ex-
ports will grow as fast after this cri-
sis as they did in the bubble years be-
fore it, because the U.S. and parts of
Europe will save more and consume
less for a while.

And employment in Germany’s
main export sectors—machinery,
cars and chemicals—is in long-term
decline as companies cut costs and
steadily shift production to cheaper
countries to stay competitive.

Germany’s brief comeback in re-
cent years may have been a last hur-
rah for the country’s postwar manu-
facturing base.

A second option is to increase do-
mestic consumption, and labor
unions say it’s high time for a new
strategy. Export competitiveness
has come at the expense of con-
sumer spending, they argue, be-
cause German companies have brow-
beaten workers into forgoing pay
raises for years.

German households’ disposable in-
comes barely rose during the coun-
try’s growth spurt from 2005 to 2008,

when GDP rose by nearly 7%. Unlike
Americans, German consumers don’t
like to shop with credit cards to make
up for stagnant incomes.

Thedifficultyiswhattodoaboutit.
To revive wage growth, German

unions want the government to set a
national minimum wage, and make
union-negotiated pay rates compul-
sory across whole sectors.

“The balance of power in the la-
bor market has shifted in favor of
companies in recent years, and we
must change that,” says Gustav

Horn, director of the Macroeco-
nomic Policy Institute, a union-
backed think tank in Dusseldorf.

But pushing up wages through
regulation could hurt employment
among less-skilled workers. And em-
ployment is key for consumption.
“People who gain or lose jobs
change their spending behavior
more than people who get a pay
raise,” says Elga Bartsch, economist
at Morgan Stanley in London.

The third option would be to fos-
ter entrepreneurship in new sectors,

to supplement Germany’s traditional
strengths in cars and engineering.
Many knowledge-based and service
industries that power growth else-
where, such as computers and soft-
ware, pharmaceuticals and biotech,
have largely passed Germany by.

“Somebody created a compara-
tive advantage in machinery and
BMWs in the 1960s, but nobody has
created anything much since,” says
Adam Posen, deputy director of the
Peterson Institute for International
Economics in Washington. German
public policy and the country’s state-
dominated banking system focus on
rewarding existing companies rather
than new ones, Mr. Posen says.

To some extent, Germany is try-
ing to promote new sectors. Subsi-
dies have turned the country into a
leader in solar energy.

But Germany is second last in the
number of business start-ups
among 18 advanced economies sur-
veyed by the Global Entrepreneur-
ship Monitor, an international re-
search project. Only Belgians found
fewer new businesses than Ger-
mans, the survey finds.

A recent study by consultants Mc-
Kinsey & Co. says Germany could dou-
ble its average economic growth to
3% a year if it got serious about new
industries, from research-led sec-
tors to services for the growing num-

ber of elderly consumers. Without
such an effort, German living stan-
dards will decline relative to other ad-
vanced economies, the report warns.

But genuinely diversifying Ger-
many’s economy would require an
overhaul of the country’s universi-
ties, banking and capital markets,
bureaucracy, taxes and welfare
state, labor market and immigration
laws, say economists.

That’s unlikely to happen soon.
The nation is tired of reforms, after
years of controversial changes to
cut budget deficits and long-term
unemployment. Ms. Merkel has
maintained widespread popularity
in her first four-year term by reas-
suring Germans that their govern-
ment won’t trouble them with too
much change.

Politics and a public longing for
stability and security mean Ger-
many is likely to choose a second-
best economic future.
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Unease is mounting over pullback in Iraq
Some worry over loss
of U.S. intelligence
as troops leave cities

LEADING THE NEWS

By Gina Chon

BAGHDAD—American command-
ers and Iraqi officials and residents
are watching with growing unease
as U.S. combat forces end their duty
in Iraq’s urban areas this week amid
almost daily reports of violence.

U.S. officials worry that as they
continue to battle the remnants of
an insurgency and efforts to reignite
sectarian strife, they will be losing
critical, on-the-ground intelligence
gleaned from the neighborhoods
they once lived in and patrolled. The
boots-on-the-ground approach was
crucial to the Pentagon’s mostly suc-
cessful surge strategy in Baghdad.

Many Iraqis are still deeply suspi-
cious of the sectarian leanings of the
country’s nascent security forces.
For them, the pullout of American
troops means the disappearance of
what they considered an effective
check on suspect Iraqi soldiers and
police officers.

In Khadra, a neighborhood in
western Baghdad, those fears are al-
ready playing out. Earlier this month,
American soldiers from the Army’s
5th Squadron, 4th Calvary Regiment,
1st Infantry Division, handed over
their base to an Iraqi unit. The same
week, a local television station re-
ported that some residents believed
the Iraqi army colonel in charge of
the area was behind several kidnap-
pings for ransom.

A few days later, the same sta-
tion broadcast pictures of homes in
Khadra that had been spray-painted
with red check marks, X’s and other
symbols. One Khadra resident, who
awoke one morning to find a big,
red X on the wall surrounding his
home, said he thought the symbol
had sectarian significance since it
seemed, from talking to neighbors,
that the mark appeared on homes
belonging to Sunni families.

“We’re very scared about the
meaning of this,” said the Sunni resi-
dent, in an interview. “Maybe we
will be targeted for something.”

Tuesday is the deadline for Amer-
ican combat troops to withdraw
from cities and move to bases out-
side population centers. The date
was established in a security pact ap-
proved last year that also sets the
deadline for the complete with-
drawal of U.S. forces from Iraq at the
end of 2011.

Iraqi officials have hailed the
American pullout from Iraqi cities
as a victory against insurgents. June
30 is an official holiday here.

But headline-grabbing attacks
have increased. At least 200 Iraqis
have been killed in the 10 days lead-
ing up to the June 30 deadline.

U.S. military spokesman Brig.
Gen. Stephen Lanza acknowledged
that with most U.S. combat forces
pulling back to the big bases, Ameri-
can troops will mostly be getting
their information from local sources.

“There is a chance we could be
flying blind at times because we
won’t always be able to see with our
own eyes what is going on,” said one
American officer. “But that’s the
chance we have to take with this
transition.”

More worrying for Iraqis is the
sudden evacuation of a force seen as
a neutral buffer between Shiite and
Sunni neighbors, and security
forces long thought to have been in-

filtrated by Shiite militia. Top secu-
rity officials have worked to root
out personnel with sectarian agen-
das.

In Khadra, a largely Sunni, mid-
dle-class neighborhood, residents
are worried about alleged sectarian
leanings after this month’s televi-
sion reports on the Al-Sharqiya TV
network. Khadra had once been
seen as a stronghold for al Qaeda in
Iraq but security began improving
after U.S. troops set up bases there
in 2007. The area west of Khadra,
however, is still believed to be an al
Qaeda safe haven.

Iraqi Army Col. Khaim Rusin Ra-
him, head of the 6th Infantry Divi-
sion’s 3rd Battalion denied the kid-
napping accusations, saying the lo-
cal television station had a personal
agenda against him. He said the
markings were meant to show

which homes were empty, and de-
clined to comment further.

Col. Rahim, a Shia, said he is pop-
ular with the Sunni residents of
Khadra. He showed a reporter a
video of him going out in the neigh-
borhood earlier this month and be-
ing greeted by residents with claps
and banners hailing him.

“If the people were against me,
why would they come out to greet
me?” Col. Rahim said.

U.S. officers who were stationed
at the base said they were unaware
of the accusations against Col. Ra-
him and the markings on the homes,
and would look into the matter.

But Capt. Maxwell Scott, an intel-
ligence officer, and other officers,
said the Iraqi soldiers largely
worked on their own and “didn’t re-
ally seem to need us anymore.” They
said that meant they wouldn’t al-

ways know the details about what
was going on in Khadra.

“We can’t blame them, because
this is about them taking over,”
Capt. Scott said. “And a lot of times,
their intelligence is better than
ours, anyway.”

Still, many residents are uneasy.
One Sunni resident, who had just
moved back to Khadra three months
ago after fleeing from an insurgent
attack near his home last year, said
he was worried about security once
again.

“I don’t think our soldiers can
control the situation,” he said. “It’s
better to still have the Americans
here. They are our quality assurance
for our own forces.”

Separately, the Iraqi Oil Ministry
said Sunday it had pushed back by
one day the announcement of win-
ners of a closely watched oil-bid-

ding round, citing a sandstorm that
forced the shutdown of Baghdad air-
port. The ministry said it will try to
announce the awards on Tuesday.

Many oil-company representa-
tives, journalists and others had
planned to fly into Baghdad on Sun-
day before the awarding of the bids
at the Rasheed Hotel in Baghdad.
But their flights were canceled be-
cause of the weather, so the Oil Min-
istry decided to delay the event for a
day, said ministry spokesman As-
sem Jihad.

The winners are to develop six ex-
isting oil fields and two gas fields,
marking the first opening of the pe-
troleum sector to Western compa-
nies since Iraq nationalized the in-
dustry in 1972.
 —An Iraqi staff member

contributed to this article.
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To avoid taxes, Amazon
drops some state partners

By Jane Zhang

The Nestlé USA plant at the cen-
ter of a U.S. federal probe into an E.
coli outbreak involving cookie
dough refused to give inspectors ac-
cess to pest-control records, envi-
ronmental-testing programs and
other information, according to
newly released inspection reports
covering the past five years.

In a September 2006 visit, for ex-
ample, managers at the Danville,
Va., plant refused to allow a Food
and Drug Administration inspector
to review consumer complaints or
inspect its program designed to pre-
vent food contamination. The in-
spector found dirty equipment and
“three live ant-like insects” on a
ledge but nothing severe enough to
give the plant a failing grade.

A year earlier, officials at the
Nestlé plant presented another FDA
inspector with a list of things it
wouldn’t do. “Among these are the
refusal to review the firm’s con-
sumer complaint file, refusal to per-
mit photography, refusal to sign affi-
davits or receipts and refusal to pro-
vide specific information on inter-
state commerce,” the inspector
wrote.

Companies aren’t required to
show those records to FDA inspec-
tors and Nestlé’s practice isn’t out
of line with the rest of the food in-
dustry, FDA and industry officials
said.

Nestlé USA spokeswoman Edie
Burge said she couldn’t immedi-
ately comment on the reports Thurs-
day, but said the company is cooper-
ating with the FDA investigation.
Since Friday, she said, the FDA has
been examining all production and
environmental records and testing

finished dough samples, but hasn’t
found any contaminations there.

NestléUSA,a unit of Switzerland-
based Nestlé SA, suspended cookie-
dough production at the plant June
18, but has continued to make pasta
and sauce there, Ms. Burge said.

The company has recalled

300,000 cases of refrigerated cookie-
dough products.

David Elder, director of regional
operations at the FDA’s Office of
Regulatory Affairs, said many food
companies do open their records to
inspectors. But the agency, he said,
doesn’t have explicit authority to ac-

cess any records during regular
food-safety inspections, with the ex-
ception of infant formula, seafood,
juices and low-acid canned food.

The FDA can inspect the records
if it invokes a bioterrorism law and
shows that the agency has “a reason-
able belief” that the foods pose seri-
ous health threats—a high bar to
cross.

The reports, released by the FDA
in response to a Freedom of Informa-
tion Act request by The Wall Street
Journal, come as FDA investigators
comb the Danville plant for clues to
the E. coli outbreak in 29 states that
sickened at least 69 people, includ-
ing 34 who ended up in the hospital.
Most of those sickened were teen-
age or preteen girls, and no deaths
have been reported.

Legislation moving through the
U.S. House of Representatives
would require food companies to
keep more records and give FDA in-
spectors access to all records dur-
ing inspections. The House Energy
and Commerce Committee recently
approved it, but it isn’t clear when
the House will vote on it. Similar leg-
islation has been introduced in the
U.S. Senate.

The legislation would “really
change the dynamics of the situa-
tion” on record access by the FDA,
said Stuart Pape, managing partner
at Patton Boggs LLP who has repre-
sented the food industry for 35
years.

Nestlé plant at center of outbreak denied access to FDA

Drug firms get message out
Medical staff plugs
products in ways
that sales force can’t

Cookie-dough production at a Nestlé USA plant was suspended earlier this month. An E. coli outbreak sickened at least 69 people.

By Shirley S. Wang

Pharmaceutical companies are
barred by the U.S. Food and Drug Ad-
ministration from promoting unap-
proved drug uses, called off-label
use, but they are using employees
called medical science liaisons, who
are often physicians and pharma-
cists, as a legal way to discuss those
uses.

Medical science liaisons (MSLs),
who are considered medical rather
than sales staff, have greater free-
dom than salespeople as they visit
doctors offices to discuss the sci-
ence behind a medicine, including
unapproved uses.

The FDA permits drug compa-
nies to respond to unsolicited re-
quests for information from doc-
tors, including off-label data, if they
provide truthful, nonpromotional
material, says Rita Chappelle, an
agency spokeswoman.

And while the FDA requires tradi-
tional sales reps to refer informa-
tion requests to their employers’
medical or scientific staff, MSLs are
usually on those staffs.

“I see them as primarily being in
a position to give us information
and educational support,” says Rob-
ert Sundel, a physician at Children’s
Hospital Boston and an associate
professor at Harvard Medical
School. “While they’re generally ob-
jective, as with everyone, I try to
keep track of the ways in which their
own interests might affect the infor-
mation they provide.”

Though still small, the number of
MSLs has increased steadily, total-
ing 1,970 in 2008, up 48% from 1,335
in 2003, according to data for 12 ma-

jor pharmaceutical and biotech com-
panies compiled by PharmaForce In-
ternational, a market-research firm.

Partial numbers for 2009 indi-
cate a decline to 1,640, but Sean Mc-
Crae, an executive at PharmaForce,
says that number is “an aberration,”
reflecting across-the-board cuts in
the industry.

And companies appear to still be
hiring MSLs: The online job-search
site Monster.com lists many MSL
job postings.

At the same time, drug makers

have been cutting their conven-
tional sales forces. By the end of
2008, the number of U.S. sales reps
had dropped to 90,000 from a peak
of about 106,000 in 2006, according
to ZS Associates, a consulting firm.

Last month Amylin Pharmaceuti-
cals Inc. said it plans to cut 35% of its
sales force, or 200 sales reps, but
none of its MSLs.

MSLs generally earn at least 50%
more than primary-care sales reps,
who are paid an average of $86,000,
including bonus, according to ZS.

MSLs bring additional value to a

company because of their ability to
help the company seek new uses for
a drug, says Jane Chin, president of
the MSL Institute, a company dedi-
cated to the ethical training of MSLs.

Dr. Chin, a former drug-sales rep
for Bristol-Myers Squibb and a
former MSL for Aventis Pharmaceu-
ticals and Takeda Pharmaceuticals,
says she quit being an MSL because
she was asked to work more closely
with the sales team than made her
comfortable. She adds that she wor-
ries about the training of MSLs and
how they deal with off-label informa-
tion.

In some situations, MSLs are
“pressured to do more for the sales
team,” says Dr. Chin, adding that in
her experience, “some pharma compa-
nies have the impression if you just
hire somebody [with a professional
degree] and you call them an MSL, it
doesn’t matter what they say.”

A Sanofi-Aventis spokeswoman
said, “We provide extensive train-
ing, policies and procedures, and
other tools to assist all employees in
identifying and complying with all
applicable requirements.” Takeda
declined to comment.

The drug companies argue that
their medical-science and sales
forces have different functions.

Novartis, which has one of the
largest MSL staffs in the industry,
also says that unlike sales reps, its
MSLs don’t receive incentives for
sales in their territories and get con-
tinuing training.

Jeff Patrick joined biopharma-
ceutical company Dyax Corp. as
head of MSLs in March. Before that,
he had 10 years of experience as an
MSL at companies ranging from
small biotech companies to global
drug makers. The “common thread”
in his MSL roles was his goal to “edu-
cate and increase awareness” about
diseases and treatments, says
Dr. Patrick, who has a doctorate in
pharmacy.

MARKETPLACE

By Geoffrey A. Fowler

Amazon.com Inc. said it has
ended business relationships with
marketing affiliates in North Caro-
lina to avoid collecting sales tax in
the state.

North Carolina within the next
week could pass a law that would
force companies to collect the tax if
they have in-state online-market-
ing affiliates—people who get a
sales commission from links on
their Web sites. To avoid getting
caught by the law, Amazon is drop-
ping the affiliates.

Affiliates account for a rela-
tively small slice of Amazon’s traf-
fic, so the move isn’t likely to cause
major damage to the company’s
business. The Seattle e-commerce
giant will continue to sell goods di-
rectly to consumers in the state
through its own Web site and will
still allow purchases from indepen-
dent online merchants that sell
through Amazon’s site.

But the decision highlights
mounting tensions between online
retailers and cash-strapped states
across the U.S. Other states are con-
sidering similar laws that would
use affiliates as a way to force com-
panies to collect a sales tax for on-
line purchases. Amazon also has
threatened to pull out of its affili-
ate business in California, Hawaii,
Rhode Island and other states.
States including Maryland, Minne-
sota and Tennessee have rejected
similar laws.

Consumers are technically sup-
posed to pay a so-called use tax for
online purchases on their own, but
most don’t. Many e-commerce
sites rely on the price advantage
they have over traditional retailers
because they don’t have to collect
taxes, and forcing them to collect

the tax upfront could take away
some of that advantage.

New York passed an Internet-
sales-tax law last year, which Ama-
zon and Overstock.com Inc. chal-
lenged in court but lost. While they
are appealing that ruling, Over-
stock has dropped its affiliates in
the state and Amazon has begun
collecting a sales tax in New York.

In an e-mail Amazon sent early
Friday morning to North Carolina
affiliates, the company informed
them that their accounts would be
closed as of June 26. “This is a di-
rect result of the unconstitutional
tax collection scheme expected to
be passed any day now by the
North Carolina state legislature
(the General Assembly) and
signed by the governor,” reads the
message.

“In the event that North Caro-
lina repeals this tax collection
scheme, we would certainly be
happy to re-open our Associates
program to North Carolina resi-
dents,” the email added.

Amazon spokeswoman Patty
Smith said the company made the
move because “the way it is drafted
in North Carolina is that the law
goes into effect when it becomes en-
acted—and that could be as early
as tomorrow.”

Trade groups representing affili-
ates say that using them as a means
to collect taxes is unfair and ineffec-
tive, because they also contribute
income-tax revenue to states.

“The sad irony of this issue is
that the ‘Amazon Tax,’ as the North
Carolina General Assembly calls it,
will not collect any taxes—it will
only cause lost revenue for North
Carolina businesses,” said Bob But-
ler, the chief executive of Best-
Thinking.com, a former Amazon af-
filiate based in Cary, N.C.
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A diver stands on a piece of debris from Air France Flight 447 as searchers troll the Atlantic Ocean for the plane’s ‘black box.’

Computers are suspected in jet crash
Investigators believe chain of failures in Air France flight deprived pilots of automation they typically rely on

Wizz Air soars amid rivals’ woes

Taking off
Low-cost carrier share of 
booked flights to and in 
Hungary, Czech Republic, 
Poland, Slovakia, 
Bulgaria, Romania and 
Ukraine, January to 
August 2009

Source: OAG
Photo: Wizz Air
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By Andy Pasztor

And Daniel Michaels

Aviation investigators, running
out of time to find the “black boxes”
with key information on the crash of
Air France Flight 447, suspect a rapid
chain of computer and equipment
malfunctions stripped the crew of
much of the automation pilots typi-
cally rely on to control a big jetliner.

An international team of experts
is building a scenario in which it be-
lieves a cascade of system failures,
seemingly beginning with malfunc-
tioning airspeed sensors, rapidly pro-
gressed to what appeared to be
sweeping computer outages, accord-
ing to people familiar with the probe.
The Airbus A330, en route from Rio
de Janeiro to Paris, crashed into the
Atlantic Ocean during a storm May
31, killing all 228 aboard.

Based on initial physical evidence
and analysis of the sketchy informa-
tion from automatic maintenance
messages sent by the aircraft, these
people said, the plane bucked
through heavy turbulence created by
a thunderstorm without the full pro-

tection of its highly computerized
flight-control systems—safeguards
that experts say pilots now often take
for granted.

Relying on backup instruments,
the Air France pilots apparently strug-
gled to restart flight-management
computers even as their plane may
have begun breaking up from exces-
sive speed, according to theories de-
veloped by investigators.

The investigators—from the U.S.,
France and Brazil— stress it is too
early to pinpoint specific causes. But
whatever the eventual findings, the
crash already is prompting questions
about how thoroughly aviators are
trained to cope with widespread com-
puter glitches midflight.

If such emergencies do occur on to-
day’s increasingly automated jetlin-
ers, many industry safety experts
wonder how proficient the average
crew may be in trying to rely on less-
sophisticated backup systems.

“The difficulty is, they’re rare
enough that pilots can be unpre-
pared, but likely enough to pose a
real threat,” according to Bill Voss,
president of the Flight Safety Founda-
tion, an industry-supported group
based in Alexandria, Va. “We need to
examine how to deal with automa-
tion anomalies.”

Unlike jetliners built in previous
decades—which required pilots to fre-
quently manipulate controls and of-
ten manually fly the planes for long
stretches—newer computer-centric
aircraft such as the A330 and Boe-
ing’s 777 are designed to operate al-
most entirely on automated systems.
From choosing engine settings and
routes to smoothing out the ride dur-
ing turbulence and landing in low visi-
bility, pilots essentially monitor in-
struments and seldom interfere with
computerized commands. So when
those electronic brains begin to act

weirdly at 10,000 meters, the latest
crop of aviators may be less comfort-
able stepping in and grabbing control
of the airplane.

Airlines typically use simulators
to train cockpit crews for such events,
but a pilot may only hone skills to deal
with major computer problems every
few years. Pilots hardly ever experi-
ence multiple computer failures in
real-world conditions.

Crews commanding a flotilla of

specially-equipped vessels are still
trolling an area with a radius of at
least 80 kilometers for the recorders.
The sea floor beneath where debris
was found floating is mountainous
and up to 4,500 meters deep. The re-
corders are designed to have enough
battery power to last for at least 30
days. That deadline runs out Wednes-
day, though investigators and safety
experts believe that signals may last
for at least a couple more weeks.

Because the A330 is one of the
most widely used planes in commer-
cial aviation, crash sleuths “aren’t
likely to easily stick with an undeter-
mined cause,” according to John Cox,
a former Airbus pilot who now works
as an industry consultant. Instead, in-
vestigators “will exhaust every possi-
bility” to pinpoint probable reasons
and contributing factors, Mr. Cox
said, though without the black boxes
they may have to be be cautious.

CORPORATE NEWS

Crash clues
WRECKAGE
Debris may reveal if the plane 
broke up in midair and at what 
speed or angle it hit the water. 

AUTOPSIES
Bone fractures may show if 
victims died on impact or at 
high altitude; lung exams may 
show smoke inhalation from a 
fire or explosion.

FLIGHT DATA
Automated transmissions 
point toward speed indicators 
and computers.

By Sean Carney

And Leos Rousek

Wizz Air Hungary Airlines Ltd. is
poised to benefit from the woes of
Central European carriers hit by fall-
out from the economic downturn
and internal problems.

Earlier this month, Bratislava-
based, Vienna-listed carrier Sky-
Europe Holding AG, the oldest low-
cost operator in the region, was
granted bankruptcy protection as its
continuing restructuring failed to
stem the impact of worsening exter-
nal factors.

Meanwhile, the Czech govern-
ment is having trouble closing the
privatization of struggling state-
owned carrier CSA Czech Airlines.
Earlier this month it postponed the
deadline for binding bids by two
months.

In contrast, business is booming
for Wizz Air, and the closely held air-
line is quickly emerging as the likely
candidate to dominate the region’s
short-haul market.

The lean-and-mean Budapest-
based carrier earlier this month dis-
closed it is setting up a hub at
Prague’s fast-growing airport, where
12.6 million airline passengers
passed through last year.

Wizz Air earlier this month or-
dered a whopping 50 new A320 jets

from Airbus, a unit of European Aero-
nautic Defence & Space Co., as part
of its plans to expand its fleet to more
than 130 planes by the middle of the
next decade from the current 30.

The order shows how stronger
carriers can use downturns to their
advantage. Wizz got discounts on the
planes far in excess of what A320 buy-
ers recently received from Airbus, ac-
cording to a person familiar with the
transaction.

“Wizz is the Ryanair of Eastern
Europe,” said John Strickland, di-
rector of aviation consultancy JLS
Consulting Ltd. Ryanair Holdings
PLC, based in Dublin, is Europe’s
biggest low-cost airline by passen-
gers carried.

Wizz Air, started by former pilots
of Hungarian flagship carrier Malév
Hungarian Airlines in 2004, is very
disciplined and follows up opportuni-
ties keenly, Mr. Strickland said. It gen-
erally keeps to lower-cost, secondary
airports, and is eager to take market
share from struggling rivals, he added.

The government’s postponement
of Czech Airlines’ privatization to
Sept. 15 from July 13 fueled specula-
tion that despite the airline’s attrac-
tive slots and links with both Eastern
and Western Europe, interested par-
ties are getting cold feet. The airline
has a hefty debt pile, which was in-
curred under previous management,

and high fixed costs tied to unfavor-
able personnel and leasing contracts.

The Czech government denied
that lack of interest lay behind the de-
lay, Finance Ministry spokesman
Jakub Haas said.

Wizz Air is using the turmoil at
Czech Airlines to its advantage to ex-
pand in Prague. Based on booked and
projected seat-occupancy rates,
Wizz could grab a 19% share of the
low-cost-airline segment in Prague
in August, said John Stephenson, the
airline’s executive vice president, cit-
ing industry reports.

Wizz Air—the region’s second-old-
est budget carrier and the low-cost-
flight market leader in Poland, the ar-
ea’s biggest country—is also taking
on SkyEurope. Later this summer, the
airline plans to fly to all the destina-
tions SkyEurope covers except two—
Athens and the southern Italian town
of Bari, Mr. Stephenson said.

“One day we see ourselves as the
leading carrier for short-haul flights
in Central and Eastern Europe,” Mr.
Stephenson said. “If SkyEurope
doesn’t emerge from its restructur-
ing we’re ready to step up our activi-
ties in the Czech Republic,” he added.

Mr. Strickland said one flaw in
SkyEurope’s business strategy is
that the airline “was initially focused
on small airports and now is focused
on higher-cost airports, which

raises the costs base and increases
competition.”

In contrast, Wizz “has manage-
ment experience from Ryanair and
has kept a consistent strategy,” Mr.

Strickland said, adding that some
Wizz Air executives previously
worked at Ryanair.
 —Daniel Michaels

contributed to this article.
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‘King of Pop’ sparked era of celebrity ads
Spots for Pepsi broke
ground in marriage
of music, marketing

ASSOCIATED PRESS

LOS ANGELES—The cardiologist
who was with Michael Jackson dur-
ing the pop star’s final moments sat
down with investigators for three
hours to explain his actions, and his
spokeswomansaysheisn’t asuspect.

Dr. Conrad Murray, who was
hired to accompany Mr. Jackson on
his planned summer concert tour, re-
portedly performed CPR until para-
medics arrived at Mr. Jackson’s
rented home. The pop star was de-
clared dead later at UCLA Medical
Center.

In his interview with police, the
doctor “helped identify the circum-
stances around the death of the pop
icon and clarified some inconsisten-
cies,” Dr. Murray’s spokeswoman,
Miranda Sevcik, said in a statement
Saturday. “Investigators say the
doctor is in no way a suspect and re-
mains a witness to this tragedy.”

The statement said Dr. Murray
has been in Los Angeles since Mr.
Jackson’s death, and plans to stay
here until his cooperation is no
longer needed. Police confirmed
that they interviewed Dr. Murray,
adding that he was cooperative and
“provided information which will
aid the investigation.”

The interview took place on a
busy day when one of Mr. Jackson’s
lawyers was chosen to represent the
family’s legal interests and celebri-
ties descended on Los Angeles for a
star-studded public celebration of
the King of Pop’s life at the annual
BET awards show.

U.S. President Barack Obama has
written to Michael Jackson’s family
expressing condolence, White
House adviser David Axelrod said
Sunday on NBC’s “Meet the Press.”
Mr. Obama didn’t issue a statement
following Mr. Jackson’s death, but
the White House has said the presi-
dent saw the pop star as a spectacu-
lar performer whose life had sad
and tragic aspects.

L. Londell McMillan, who repre-
sented Mr. Jackson last year in a
breach of contact lawsuit and has ad-
vised high-profile clients such as
Prince, was picked to help the family
by Katherine Jackson, the singer’s
mother, said a person who re-
quested anonymity because the mat-
ter is private.

The legal move came as the Rev.
Jesse Jackson revealed that Michael
Jackson’s family wants a second, pri-

vate autopsy of the pop superstar be-
cause of unanswered questions
about how he died.

People close to Mr. Jackson have
said since his death that they were
concerned about his use of painkill-
ers. Los Angeles County medical ex-
aminers completed their autopsy
Friday and said Mr. Jackson had
taken prescription medication.

Medical officials also said there
was no indication of trauma or foul
play. An official cause of death could
take weeks.

There was no word from the Jack-
son family on funeral plans.

By Suzanne Vranica

Michael Jackson may have been
the King of Pop, but he also wore a
crown of sorts on Madison Avenue,
where executives credit him with
helping to usher in a new age of ce-
lebrity advertising.

In 1984, PepsiCo made headlines
by signing Mr. Jackson to a then-

record $5 million
sponsorship deal.
The pact raised the

pricetag for celebrity pitchmen for
years to come, and cleared the way
for a wave of star-studded commer-
cials, which Hollywood and the mu-
sic industry had long frowned upon
as crass.

Celebrities and musicians had ap-
peared in commercials before, but
some of the bigger stars had re-
frained for fear of tarnishing their im-
age. The Jackson Pepsi ads helped re-
move the “sell-out mentality,” says
Jay Coleman, a marketing executive
who helped broker the Pepsi deal.

“Once-reluctant stars and musi-
cians began to say, ‘If the King of Pop

can do it, maybe it’s OK,’ ” says Josh
Rabinowitz, senior vice president of
music at ad holding company WPP’s
Grey New York.

There followed a long list of Pepsi
ads whose stars included Madonna,
Michael J. Fox, Ray Charles, Cindy
Crawford and Britney Spears. That
paved the way in the current decade
for Bob Dylan to appear in an ad for
Limited Brands’ Victoria’s Secret
ads, and rock band U2 got play for its
song “Vertigo” in Apple’s iPod ads.

Not everyone was pleased with
the proliferating tie-ups between
musicians and corporate America.
In 1988, folk rocker Neil Young
struck back with the song “This
Note’s for You,” which poked fun at
the deal with lyrics like “Ain’t sin-
gin’ for Pepsi, ain’t singin’ for Coke. I
don’t sing for nobody. Makes me
look like a joke.”

Even in his commercial ventures,
Mr. Jackson, who died Thursday,
put his creativity on display in new
and unexpected ways, as he did in re-
fusing to perform a Pepsi jingle that
Omnicom Group’s BBDO had writ-
ten. Instead, he reworked his hit
song “Billie Jean” with lyrics about
Pepsi.

“We were stunned. We tried hard
to hide our glee,” says Roger Enrico,
PepsiCo’s former chairman and
chief executive.

The campaign, which generated
extra publicity when Mr. Jackson’s
hair caught on fire during one of the
commercial shoots, was considered
groundbreaking. “Taking a song and
inserting the message about Pepsi
and the new generation was really
remarkable and unheard of for some-
one on the cusp of that sort of star-

dom,” says Bill Bruce, chairman and
chief creative officer of BBDO New
York.

In the years that followed, some
of the music business’s leading per-
formers would write and sing origi-
nal works for major corporations.
The unexpected result was that
these commercials often served to

attract a new generation of listeners
to the artists, bolstering their sales
and careers. Increasingly, listeners
would search music Web sites to
learn where they could buy the
songs they heard in ads, lending trac-
tion to Madison Avenue’s efforts to
shape popular culture.

Aaron Walton, co-founder of the
marketing company Walton-Isaac-
son, which matches musicians with
advertisers, agrees the Jackson
Pepsi ads broke a barrier. He points
to recent deals such as Wm. Wrig-
ley’s hiring R&B artist Chris Brown
to rewrite its Doublemint gum jingle
last year. Mr. Brown wrote “For-
ever,” a full-length song, which Mr.
Brown later revealed as the jingle. It
appeared in TV commercials and ra-
dio ads.

Celebrities who work for brands
still risk alienating fans and turn-
ing off viewers wary of the intru-
sion of advertising into entertain-
ment. But the ties between the mu-
sic industry and the advertising
business continue to grow stron-
ger, as marketers clamor for con-
sumers’ increasingly divided atten-
tion amid ad-skipping devices and
the proliferation of new media. In
the music industry, Madison Ave-
nue offers cash-strapped record la-
bels a chance to get new and old art-
ists out to the masses.

Police say Jackson’s doctor isn’t a suspect

In a 1984 commercial, above, Michael Jackson replaced the lyrics of his hit ‘Billie
Jean’ with a message about Pepsi and its appeal to a new generation.

ADVERTISING

Fans leaving flowers in front of the
pop star’s Los Angeles mansion on
Sunday. Dr. Conrad Murray, inset.

REUTERS NEWS SERVICE

LOSANGELES—The “Transform-
ers” sequel was well on its way to be-
coming the biggest hit of the year so
far at the North American box office,
but narrowly missed the five-day
opening record set last year by “The
Dark Knight.”

“Transformers: Revenge of the
Fallen,” a follow-up to the smash ro-
bot hit of 2007, earned an estimated
$201.2 million during the five-day
period since it blasted into theaters
Wednesday, distributor Paramount
Pictures said Sunday.

The Batman sequel—the second-
biggest film of all time before adjust-
ing for inflation—holds the five-day
record with $203.8 million.

Still the “Transformers” sequel,
whichreportedlycostabout$200mil-
lion to make, beat industry expecta-
tions. Earlier in the week, the Viacom
Inc.-owned studio had conservatively
forecastafive-dayhaulinthe$130mil-
lion to $150 million range. But indus-
try pundits countered that a tally of at
least $175 million was more likely.

The biggest movie of the year so
far is “Star Trek,” which has grossed
$246millioninsevenweeksofrelease
across the U.S. and Canada. “Trans-
formers: Revenge of the Fallen” also
opened internationally on Wednes-
day, but got an early start last week-
end with a No. 1 bow in Britain and
No. 2 in Japan behind a local release.

Data for the current weekend
weren’t immediately available. The
first “Transformers” was the third-
biggest film of 2007 in North Amer-
ica, ending up with $319 million. It
opened on the Monday before the
U.S. July 4 holiday, so comparisons
are difficult. They have plenty in
common though: director Michael
Bay reunites with young stars Shia
LaBeouf and Megan Fox.

New installment
of ‘Transformers’
is box-office hit
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Hummer bidder to seek approval
GM executive denies
Tengzhong’s offer
has hit a roadblock

VW denies it issued ultimatum to Porsche

Customers walked among Hummer vehicles in a parking lot of an automobile market in Beijing earlier this month.

By Mike Spector

General Motors Corp., under
pressure from state attorneys gen-
eral, agreed to assume legal respon-
sibility for injuries drivers suffer
from vehicle defects after the auto
maker emerges from U.S. bank-
ruptcy protection.

The concession means consum-
ers who are injured in car acci-
dents after GM emerges from bank-
ruptcy protection will be able to
bring product-liability claims
against the government-owned
auto maker.

Under GM’s original bank-
ruptcy plan, the auto maker
planned to leave such liabilities be-
hind after selling its “good” assets
to a new GM owned by the govern-
ment. That meant future car-acci-
dent victims who believe that
faulty manufacturing by the old
GM caused their injuries would be
unable to sue the new GM. Instead,
they would have been treated as un-
secured creditors, fighting over
the remains of GM’s old bank-
ruptcy estate.

GM’s agreement to take respon-
sibility for future product-liability
claims, outlined in a court filing
late Friday, represents a partial vic-
tory for more than a dozen state at-
torneys general and several con-
sumer-advocacy groups. They had
objected to GM’s original plan to
shed these liabilities, arguing it
would rob future car-accident vic-
tims of their legal rights because

they would have no way of knowing
they might be entitled to claims.

GM advisers, members of Presi-
dent Barack Obama’s auto task
force and the attorneys general ne-
gotiated for several days to ad-
dress concerns about product-lia-
bility claims, among other issues.
The talks heated up Friday ahead
of GM’s Tuesday court date, when
it will ask a judge to approve the
auto maker’s plan to create a new
GM by selling its desirable assets
to the government.

GM maintained in court papers
that it wasn’t legally required to
take on the claims, saying federal
pre-emption meant the bank-
ruptcy code overrode state laws
governing the rights of car-acci-
dent victims to sue the new GM. It
also noted that Chrysler Group
LLC, which recently emerged from

bankruptcy in a deal with Fiat SpA,
wouldn’t be responsible for such
claims, after a bankruptcy judge
dismissed objections to its plan.

GM said it ultimately agreed to
take on future product-liability
claims “to alleviate certain con-
cerns that have been raised on be-
half of consumers.”

Car-accident victims with pend-
ing lawsuits, those who won dam-
ages against GM before it filed for
bankruptcy and those who get in ac-
cidents while the auto maker is un-
der bankruptcy protection will still
be unable to bring claims against
the new GM. They would remain
with other unsecured creditors
making claims against the old GM.
Those victims are likely to recover
little or nothing.

An ad hoc committee represent-
ing car-accident victims who have

sued GM said there are more than
300 people with personal-injury
claims exceeding $1.25 billion.

A committee representing GM and
Chrysler car-accident victims called
GM’s move “a positive development.”

The committee said new GM
should take on claims from victims
already hurt from defective GM ve-
hicles. It said Chrysler also should
take responsibility for future
claims as well as those with pend-
ing lawsuits and successful cases
brought against Chrysler before it
filed for bankruptcy.

The committee said Chrysler’s
unwillingness to take on future
claims as GM has represented “an
unacceptable double standard.”

A Chrysler spokeswoman de-
clined to comment. A GM spokes-
man declined to comment beyond
the auto maker’s court filing.

GM agrees to assume liability for defects

By John D. Stoll

And Tess Stynes

The potential buyer of General
Motors Corp.’s Hummer division
will kick off formal discussions with
Chinese regulators on Monday in an
effort to win approval for its acquisi-
tion, according to people familiar
with the matter.

Sichuan Tengzhong Heavy In-
dustrial Machinery, based in China,
has tentatively agreed to buy Hum-
mer from GM but needs government
approval.

On Friday, a China National Ra-
dio report stoked speculation that
Chinese regulators will block the
deal because of environmental con-
cerns connected to Hummer’s gas-
hungry vehicles and the relative in-
experience of Tengzhong as an auto
maker.

But according to the people famil-
iar with the matter, GM and Teng-
zhong have yet to formally present
the transaction to the regulators re-
sponsible for reviewing it and the
parties negotiating the deal haven’t
been informed that the transaction
is in trouble. One GM executive fa-
miliar with the matter said rumors
that the deal would be blocked are
“not true” and should be considered
“pure speculation.”

Sealing the Hummer deal is one
of several issues GM needs to take
care of as it reorganizes under bank-
ruptcy protection. The auto maker
filed for Chapter 11 on June 1, and
the U.S. government, which has com-
mitted more than $60 billion in fi-

nancing for GM, is slated to own 60%
of the company upon its emergence
from court, which is expected to
take place as early as next month.

This week could prove pivotal in
GM’s attempt to shed Hummer.
Tengzhong’s discussions with Chi-
nese regulators are expected to take
several weeks and include presenta-
tions of plans and legal documenta-
tion.

Executives from GM and Teng-
zhong met last week to firm up their
plans, according to people familiar
with the meeting, and they are oper-
ating under the assumption that
they have a reasonable chance of get-
ting the deal approved, even if the
Chinese government harbors some
concerns.

GM announced a tentative memo-
randum of understanding with Teng-
zhong shortly after filing for bank-
ruptcy but said at the time it needed

to win government approval and
take several other steps to complete
the deal.

The nightly news broadcast on
China National Radio is among the
more authoritative news outlets in
the country. But the Tengzhong in-
formation appears not to have come
from that report and instead ap-
peared on the state radio station’s
Web site, presented as a reporter’s
analysis. Such reports on Chinese
news Web sites, even of state media,
often have proven not to represent
official position.

Also Friday, GM announced a key
manufacturing decision, saying it
chose two sites in Michigan to build
small, fuel-efficient cars, and is in ne-
gotiations with Michigan and local
governments about economic incen-
tives. GM also had considered sites
in Tennessee and Wisconsin.

GM selected its assembly plant in

Orion Township, Mich., and a metal-
stamping facility in Pontiac, Mich.
They are projected to employ about
1,400 workers combined if an agree-
ment is reached over aid.

The plans fall under a tentative
deal GM reached in April with the
United Auto Workers. The union
agreed to concessions that will al-
low GM to turn a profit on the vehi-
cles, something previously almost
impossible to do with small cars in
the U.S. because of relatively high la-
bor costs. In return, GM agreed to
build the car in the U.S. rather than
China as originally planned.

The Orion plant is expected to
turn out a combined 160,000 small
and compact vehicles a year. While a
final decision hasn’t been made on
timing, retooling of the plants could
begin late next year, with produc-
tion starting in 2011, GM said.

By Anirban Chowdhury

And Santanu Choudhury

MUMBAI—Tata Motors Ltd. on
Sunday introduced the Jaguar and
Land Rover luxury-car brands in In-
dia as the company tries to chal-
lenge BMW AG, Audi AG and Daim-
ler AG in this potential growth mar-
ket for premium vehicles.

The first showroom in the coun-
try in Mumbai will market models in-
cluding the Jaguar XF, XFR and XKR
sedans, as well as the Land Rover
Discovery 3, Range Rover Sport and
Range Rover sport-utility vehicles.

Luxury-car makers such as Daim-
ler, BMW, Porsche Automobil Hold-
ing SE and Volkswagen AG’s Audi
brand are introducing vehicles in In-
dia to tap the country’s growing
number of millionaires. Shrinking
demand in the U.S. and Europe also
has led the auto makers to diversify
into higher-growth markets such as
China and India.

“It is an exciting time to be enter-
ing the Indian market, a country
with increasing affluence and an
economy which is still growing,”
David Smith, Jaguar-Land Rover
chief executive, said in a prepared
statement. “We believe that the In-
dian market holds significant
growth potential in the long term.”

Tata Motors acquired U.K.-based
Jaguar and Land Rover from Ford
Motor Co. in June last year to gain
access to new technologies and
widen its reach in overseas markets.

But the global financial crunch
took a toll on sales of Jaguar cars
and Land Rover SUVs, especially in
the U.S. and Europe—which com-
prise about 65% of Jaguar-Land Rov-
er’s total volumes.

Sales of Land Rover vehicles fell
40% to 120,000 cars during June
2008-March 2009, while Jaguar
sales declined 4% to 47,000 cars.

Tata Motors posted a consoli-
dated net loss of 25.05 billion rupees
($521.5 million) in the fiscal year
ended March 31 amid lower de-
mand.

Depressed demand for luxury
cars has forced Tata Motors to cut
jobs at Jaguar-Land Rover and shut
factories in the U.K. The auto maker
also asked for a U.K. government
guarantee for a £340 million ($561.9
million) loan sanctioned by the Euro-
pean Investment Bank for Jaguar-
Land Rover.

Mr. Smith later told a news con-
ference that Jaguar-Land Rover
may cut more jobs if global demand
for automobiles remains weak. “We
have to take several stringent mea-
sures to reduce labor costs,” he said.

He said labor unions at Jaguar-
Land Rover are aware that more
jobs losses may occur. Talks with
the unions are under way, he added.

Ravi Kant, vice chairman of Tata
Motors, also said Friday that Jaguar-
Land Rover may shed more jobs in
addition to the 2,000 job cuts
planned until December.

The two brands currently em-
ploy a total of 15,000 workers, pre-
dominantly in the U.K.

FOCUS ON AUTOMOBILES

FRANKFURT—Volkswagen AG
said it hasn’t issued an ultimatum
to Porsche Automobil Holding SE
to make a decision on planned
merger talks.

German weekly Der Spiegel re-
ported Saturday that VW and the
German state of Lower Saxony had is-
sued an ultimatum to Porsche to
make a decision on a planned merger
by Monday.

Porsche responded that it re-

jected such an ultimatum, citing a
declaration.

But a Volkswagen spokesman
said Sunday that “there is no ultima-
tum. This declaration doesn’t exist.”

Porsche is Volkswagen’s majority
shareholder with a stake of almost
51% plus a complex set of options
that raise its stake by around 20%.

But Porsche’s net debt tripled to
Œ9 billion, or around $13 billion,
when it built its shareholding in Eu-

rope’s largest auto maker by sales,
forcing it to abandon its plan to push
for a 75% stake and gain access to
Volkswagen’s cash reserves.

Porsche is in talks with the state-
owned Qatar Investment Authority
over a capital injection to shore up
its balance sheet. It remained un-
clear if Qatar would take a stake in
Porsche, take over Porsche’s op-
tions on VW shares or a combina-
tion of both.

Tata Motors posted
a net loss of $521.5
million in the year
ended March 31.

Tata kicks off
sales of Jaguar,
Rover in India
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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.

2.72% 12 World -a % % 185.05 0.76%–30.5% 4.83% 11 U.S. Select Dividend -b % % 512.27 0.06%–24.0%

2.17% 14 Global Dow 1093.10 –0.39% –25.7% 1633.36 0.79% –33.6% 4.66% 15 Infrastructure 1230.90 –0.08% –18.9% 1651.01 1.10% –27.6%

3.37% 26 Stoxx 600 204.50 –0.10% –28.8% 214.85 1.08% –36.4% 1.80% 7 Luxury 678.30 –0.38% –19.3% 809.04 0.79% –28.0%

3.53% 17 Stoxx Large 200 219.50 –0.18% –28.8% 229.45 1.00% –36.4% 5.70% 5 BRIC 50 348.00 1.09% –21.4% 466.83 2.28% –29.8%

2.54% -17 Stoxx Mid 200 187.30 0.12% –29.0% 195.70 1.30% –36.5% 4.64% 11 Africa 50 696.90 –0.15% –30.6% 622.30 1.03% –38.0%

2.74% -28 Stoxx Small 200 116.90 0.70% –28.1% 122.15 1.89% –35.8% 3.73% 7 GCC % % 1403.76 0.18% –52.1%

3.35% 19 Euro Stoxx 221.30 –0.40% –31.0% 232.55 0.77% –38.4% 3.38% 11 Sustainability 681.80 –0.39% –24.2% 809.86 0.79% –32.3%

3.51% 14 Euro Stoxx Large 200 235.80 –0.45% –31.0% 246.27 0.72% –38.3% 2.59% 12 Islamic Market -a % % 1613.96 0.53% –28.8%

2.58% -12 Euro Stoxx Mid 200 207.70 –0.38% –31.7% 216.77 0.79% –39.0% 2.99% 11 Islamic Market 100 1467.20 –1.07% –16.2% 1766.59 0.10% –25.1%

2.82% 16 Euro Stoxx Small 200 126.40 0.45% –29.7% 131.86 1.63% –37.2% 2.99% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1143.80 0.25% –35.8% 1377.18 1.43% –42.6% 2.24% 12 DJ U.S. TSM % % 9417.51 0.06% –28.0%

5.19% 9 Euro Stoxx Select Div 30 1315.30 –0.02% –42.7% 1589.81 1.16% –48.8% % DJ-UBS Commodity 121.30 –1.90% –40.7% 123.92 –0.74% –47.1%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 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 1.2392 2.0468 1.1417 0.1594 0.0398 0.1923 0.0130 0.3124 1.7436 0.2342 1.0770 ...

 Canada 1.1506 1.9004 1.0600 0.1480 0.0369 0.1785 0.0121 0.2900 1.6189 0.2174 ... 0.9285

 Denmark 5.2925 8.7415 4.8758 0.6807 0.1699 0.8211 0.0555 1.3341 7.4465 ... 4.5997 4.2707

 Euro 0.7107 1.1739 0.6548 0.0914 0.0228 0.1103 0.0075 0.1792 ... 0.1343 0.6177 0.5735

 Israel 3.9670 6.5523 3.6547 0.5102 0.1273 0.6155 0.0416 ... 5.5816 0.7496 3.4478 3.2012

 Japan 95.3550 157.4979 87.8484 12.2642 3.0608 14.7947 ... 24.0371 134.1645 18.0172 82.8742 76.9467

 Norway 6.4452 10.6455 5.9378 0.8290 0.2069 ... 0.0676 1.6247 9.0684 1.2178 5.6016 5.2010

 Russia 31.1533 51.4559 28.7008 4.0068 ... 4.8336 0.3267 7.8531 43.8327 5.8864 27.0757 25.1392

 Sweden 7.7751 12.8421 7.1630 ... 0.2496 1.2063 0.0815 1.9599 10.9395 1.4691 6.7574 6.2741

 Switzerland 1.0855 1.7928 ... 0.1396 0.0348 0.1684 0.0114 0.2736 1.5272 0.2051 0.9434 0.8759

 U.K. 0.6054 ... 0.5578 0.0779 0.0194 0.0939 0.0063 0.1526 0.8518 0.1144 0.5262 0.4886

 U.S. ... 1.6517 0.9213 0.1286 0.0321 0.1552 0.0105 0.2521 1.4070 0.1889 0.8691 0.8070

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 404.25 2.75 0.68% 707.00 302.00
Soybeans (cents/bu.) CBOT 991.00 –11.00 –1.10% 1,557.50 670.00
Wheat (cents/bu.) CBOT 563.00 1.50 0.27 1,072.00 522.75
Live cattle (cents/lb.) CME 82.400 –0.150 –0.18 117.500 78.075
Cocoa ($/ton) ICE-US 2,553 –3 –0.12 3,237 1,950
Coffee (cents/lb.) ICE-US 119.20 –1.05 –0.87 183.30 109.00
Sugar (cents/lb.) ICE-US 17.31 –0.39 –2.20 17.75 11.05
Cotton (cents/lb.) ICE-US 56.84 –0.65 –1.13 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,319.00 –17 –0.73 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,605 –17 –1.05 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,294 –19 –1.45 2,324 1,250

Copper (cents/lb.) COMEX 230.90 –0.70 –0.30 375.35 129.55
Gold ($/troy oz.) COMEX 941.00 1.50 0.16 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1415.60 12.40 0.88 2,009.00 886.00
Aluminum ($/ton) LME 1,675.00 20.50 1.24 3,340.00 1,288.00
Tin ($/ton) LME 14,825.00 175.00 1.19 23,700.00 9,750.00
Copper ($/ton) LME 5,119.00 85.00 1.69 8,811.00 2,815.00
Lead ($/ton) LME 1,734.00 15.00 0.87 2,225.00 870.00
Zinc ($/ton) LME 1,615.00 6.00 0.37 2,034.50 1,065.00
Nickel ($/ton) LME 15,900 450 2.91 22,000 9,000

Crude oil ($/bbl.) NYMEX 69.16 –1.07 –1.52 139.50 43.42
Heating oil ($/gal.) NYMEX 1.7810 –0.0426 –2.34 4.0277 1.2230
RBOB gasoline ($/gal.) NYMEX 1.8719 –0.0297 –1.56 3.6250 1.1425
Natural gas ($/mmBtu) NYMEX 4.105 0.116 2.91 12.038 3.520
Brent crude ($/bbl.) ICE-EU 68.92 –0.86 –1.23 129.00 43.41
Gas oil ($/ton) ICE-EU 557.50 –10.50 –1.85 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on June 26
Per In

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

Argentina peso-a 5.3484 0.1870 3.8013 0.2631

Brazil real 2.7409 0.3648 1.9481 0.5133
Canada dollar 1.6189 0.6177 1.1506 0.8691

1-mo. forward 1.6186 0.6178 1.1504 0.8693
3-mos. forward 1.6181 0.6180 1.1500 0.8696
6-mos. forward 1.6172 0.6183 1.1494 0.8700

Chile peso 742.97 0.001346 528.05 0.001894
Colombia peso 3042.64 0.0003287 2162.50 0.0004624
Ecuador US dollar-f 1.4070 0.7107 1 1
Mexico peso-a 18.5838 0.0538 13.2081 0.0757
Peru sol 4.2365 0.2360 3.0110 0.3321
Uruguay peso-e 32.600 0.0307 23.170 0.0432
U.S. dollar 1.4070 0.7107 1 1
Venezuela bolivar 3.02 0.330989 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7436 0.5735 1.2392 0.8070
China yuan 9.6154 0.1040 6.8340 0.1463
Hong Kong dollar 10.9045 0.0917 7.7502 0.1290
India rupee 67.5923 0.0148 48.0400 0.0208
Indonesia rupiah 14394 0.0000695 10230 0.0000978
Japan yen 134.16 0.007454 95.36 0.010487

1-mo. forward 134.11 0.007457 95.32 0.010491
3-mos. forward 134.02 0.007462 95.25 0.010499
6-mos. forward 133.84 0.007472 95.13 0.010512

Malaysia ringgit-c 4.9702 0.2012 3.5325 0.2831
New Zealand dollar 2.1753 0.4597 1.5461 0.6468
Pakistan rupee 114.530 0.0087 81.400 0.0123
Philippines peso 67.536 0.0148 48.000 0.0208
Singapore dollar 2.0463 0.4887 1.4544 0.6876
South Korea won 1804.48 0.0005542 1282.50 0.0007797
Taiwan dollar 46.325 0.02159 32.925 0.03037
Thailand baht 47.887 0.02088 34.035 0.02938

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

Euro zone euro 1 1 0.7107 1.4070
1-mo. forward 1.0000 1.0000 0.7107 1.4070
3-mos. forward 1.0002 0.9998 0.7109 1.4067
6-mos. forward 1.0004 0.9996 0.7110 1.4064

Czech Rep. koruna-b 26.008 0.0384 18.485 0.0541
Denmark krone 7.4465 0.1343 5.2925 0.1889
Hungary forint 276.58 0.003616 196.58 0.005087
Norway krone 9.0684 0.1103 6.4452 0.1552
Poland zloty 4.5094 0.2218 3.2050 0.3120
Russia ruble-d 43.833 0.02281 31.153 0.03210
Sweden krona 10.9395 0.0914 7.7751 0.1286
Switzerland franc 1.5272 0.6548 1.0855 0.9213

1-mo. forward 1.5265 0.6551 1.0850 0.9217
3-mos. forward 1.5251 0.6557 1.0840 0.9225
6-mos. forward 1.5228 0.6567 1.0823 0.9240

Turkey lira 2.1673 0.4614 1.5404 0.6492
U.K. pound 0.8518 1.1739 0.6054 1.6517

1-mo. forward 0.8519 1.1739 0.6055 1.6516
3-mos. forward 0.8520 1.1737 0.6055 1.6514
6-mos. forward 0.8522 1.1734 0.6057 1.6510

MIDDLE EAST/AFRICA
Bahrain dinar 0.5305 1.8851 0.3770 2.6524
Egypt pound-a 7.8778 0.1269 5.5990 0.1786
Israel shekel 5.5816 0.1792 3.9670 0.2521
Jordan dinar 0.9969 1.0032 0.7085 1.4114
Kuwait dinar 0.4039 2.4757 0.2871 3.4833
Lebanon pound 2121.05 0.0004715 1507.50 0.0006634
Saudi Arabia riyal 5.2763 0.1895 3.7501 0.2667
South Africa rand 11.1306 0.0898 7.9109 0.1264
United Arab dirham 5.1665 0.1936 3.6720 0.2723

SDR -f 0.9071 1.1024 0.6447 1.5510

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 600 204.47 –0.19 –0.09% 3.8% –28.8%

 14 DJ Stoxx 50 2087.97 –6.23 –0.30 1.1% –27.4%

 19 Euro Zone DJ Euro Stoxx 221.31 –0.89 –0.40 –0.7% –31.0%

 16 DJ Euro Stoxx 50 2389.91 –12.41 –0.52 –2.5% –28.5%

 8 Austria ATX 2044.53 –0.96 –0.05 16.8% –47.8%

 12 Belgium Bel-20 2013.32 –2.36 –0.12 5.5% –36.6%

 8 Czech Republic PX 894.8 1.8 0.20% 4.3% –39.5%

 15 Denmark OMX Copenhagen 262.43 –3.61 –1.36 16.0% –33.7%

 11 Finland OMX Helsinki 5614.83 65.92 1.19 3.9% –34.1%

 11 France CAC-40 3129.73 –33.37 –1.05 –2.7% –28.8%

 19 Germany DAX 4776.47 –24.09 –0.50 –0.7% –25.6%

 … Hungary BUX 15411.86 203.77 1.34 25.9% –24.2%

 8 Ireland ISEQ 2691.30 –10.53 –0.39 14.9% –49.2%

 9 Italy FTSE MIB 18831.48 –109.15 –0.58 –3.2% –35.5%

 9 Netherlands AEX 254.43 0.31 0.12 3.5% –40.3%

 8 Norway All-Shares 330.45 4.57 1.40 22.3% –37.9%

 17 Poland WIG 30262.52 163.33 0.54 11.1% –26.9%

 14 Portugal PSI 20 6997.32 0.84 0.01 10.3% –22.3%

 … Russia RTSI 955.45 7.93 0.84% 51.2% –58.8%

 9 Spain IBEX 35 9686.9 19.7 0.20 5.3% –19.9%

 15 Sweden OMX Stockholm 242.34 1.73 0.72 18.7% –13.4%

 11 Switzerland SMI 5375.99 14.69 0.27 –2.9% –21.7%

 … Turkey ISE National 100 36755.90 428.25 1.18 36.8% 2.6%

 10 U.K. FTSE 100 4241.01 –11.56 –0.27% –4.4% –23.3%

 19 ASIA-PACIFIC DJ Asia-Pacific 106.40 1.73 1.65 13.7% –25.0%

 … Australia SPX/ASX 200 3903.8 47.8 1.24 4.9% –25.5%

 27 China CBN 600 24976.26 64.15 0.26 69.2% 11.9%

 15 Hong Kong Hang Seng 18600.26 325.23 1.78 29.3% –15.6%

 16 India Sensex 14764.64 419.02 2.92 53.0% 7.0%

 … Japan Nikkei Stock Average 9877.39 81.31 0.83 11.5% –27.1%

 … Singapore Straits Times 2317.95 15.49 0.67 31.6% –21.6%

 11 South Korea Kospi 1394.53 1.80 0.13 24.0% –17.2%

 14 AMERICAS DJ Americas 240.48 0.35 0.15 6.4% –29.3%

 … Brazil Bovespa 51485.61 –29.20 –0.06 37.1% –20.0%

 16 Mexico IPC 24458.23 212.52 0.88 9.3% –16.5%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Jun. 26, 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* 243.03 0.73% 6.7% –37.3%

3.10% 15 World (Developed Markets) 957.56 0.68% 4.1% –37.2%

2.80% 16 World ex-EMU 112.84 1.04% 4.9% –35.5%

2.90% 16 World ex-UK 956.61 0.96% 3.5% –36.7%

3.80% 13 EAFE 1,288.25 –0.83% 4.1% –40.0%

3.00% 13 Emerging Markets (EM) 750.23 1.14% 32.3% –38.0%

4.30% 11 EUROPE 71.37 –0.83% 2.8% –36.6%

4.50% 11 EMU 141.70 –1.33% –0.3% –45.6%

4.10% 12 Europe ex-UK 77.66 –0.78% 0.1% –37.3%

5.10% 10 Europe Value 79.45 –0.76% 2.5% –38.8%

3.60% 12 Europe Growth 62.32 –0.90% 3.1% –34.4%

3.50% 12 Europe Small Cap 123.74 –0.07% 22.6% –36.5%

2.70% 7 EM Europe 200.25 –0.87% 26.1% –55.4%

4.90% 8 UK 1,264.33 –0.65% –3.8% –29.6%

3.10% 11 Nordic Countries 109.20 –1.55% 11.3% –42.1%

1.80% 6 Russia 537.00 –2.21% 30.3% –65.7%

3.90% 10 South Africa 595.48 0.12% 2.9% –22.9%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 318.20 1.14% 28.6% –33.8%

1.80% 28 Japan 566.97 1.89% 7.0% –36.5%

2.50% 14 China 54.51 1.99% 33.6% –23.3%

1.20% 18 India 562.35 –0.71% 52.3% –15.9%

1.40% 15 Korea 382.22 2.11% 24.5% –25.6%

5.10% 35 Taiwan 235.19 1.29% 35.7% –29.2%

2.30% 22 US BROAD MARKET 1,012.67 2.20% 3.1% –34.1%

1.70% -51 US Small Cap 1,316.62 2.76% 5.6% –33.8%

3.40% 13 EM LATIN AMERICA 2,949.96 2.68% 42.0% –42.7%

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

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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U.K. workers recover jobs after protests
Total settles dispute
at refinery project;
a text-driven uproar

CORPORATE NEWS

By Ben Worthen

The U.S. Department of Justice ex-
tended its investigation into Oracle
Corp.’s proposed acquisition of Sun
Microsystems Inc.

The government’s 30-day period
to review the $7.4 billion deal was set
to expire midnight Friday. Instead of
approving the acquisition, the Jus-
tice Department made a so-called sec-
ond request, which asks the compa-
nies to provide more information, ac-
cording to a statement issued by Ora-
cle Friday.

Daniel Wall, an attorney who rep-
resents Oracle, said in the statement
that “one narrow issue” about how
the rights to Sun’s widely used Java
technology are licensed remains.

“I fully expect that the investiga-
tion will end soon and not delay the
closing of the deal this summer,”
said Mr. Wall, an attorney at Latham
& Watkins LLP in San Francisco.

Sun shareholders are scheduled
to vote on the Oracle deal on July 16.
A spokeswoman for Sun declined to
comment. Spokespeople for the De-
partment of Justice didn’t immedi-
ately respond to requests for com-
ment.

Oracle announced in April it had
agreed to acquire computer-hard-
ware maker Sun after earlier negotia-
tions between Sun and Interna-
tional Business Machines Corp.
didn’t reach completion. Industry
watchers widely believed that an ac-
quisition by Oracle would face less
antitrust scrutiny than an acquisi-
tion by IBM, whose products overlap
with some of Sun’s.

Java, the technology that Oracle
said is at the center of the investiga-
tion, is a computer-programming lan-
guage that is widely used in the tech
industry, including by IBM and many
cellphone makers. These companies
currently license the technology
from Sun.

U.S. regulators
extend probe
of Oracle-Sun

By Angela Henshall

And Lananh Nguyen

LONDON—Hundreds of laid-off
U.K. workers got their jobs back this
week after organizing mass protests
at energy plants across the country,
coordinated through text messages
and social-networking Web sites.

The contractor companies at
Total SA’s 200,000-barrels-a-day
Lindsey oil refinery met nearly all
the striking workers’ demands,
which had become a rallying cry of
sympathy strikes across the U.K.’s
engineering-construction indus-

try. More than 8% of the industry’s
work force walked out, although
the protests didn’t have an impact
on production.

“Total are pleased the contractors
and their work force were able to
reach a positive conclusion,” a
spokeswoman for the French oil ma-
jor said. The strikes bypassed official
trade-union channels as they weren’t
called after a vote by members and
didn’t go through the U.K.’s legal re-
quirements for industrial action.

Employers agreed to reinstate
the entire 647-strong work force at
Lindsey and, on Monday, a full re-
turn to work on a £200 million ($331
million) construction project to
build a refinery unit, according to a
joint statement late Thursday.

The speed and scale of the wild-
cat strikes, unprecedented in the
U.K., caught energy companies by

surprise, with protests organized by
assembling large groups of people
at specific sites through mass text
messages.

“The idea of spreading it by text
messages was just instinctive, you
get your mate on the phone,” said
Alistair Tice, a regional secretary
for the U.K. Socialist Party in the
Yorkshire and Humberside region.
The engineering-construction in-
dustry is largely comprised of itiner-
ant workers with networks all over
the country, making it easier for
strikers to mobilize, he said. For
years, U.K. governments have taken
a hands-off approach to industrial
disputes. However, as the U.K. reces-
sion has deepened, the government
has appeared more willing to assert
its views.

“I’m sure the government was con-
cerned and was closely monitoring

the situation, but there was no direct
pressure,” said Mike Hockey, manag-
ing director of the Engineering Con-
struction Industry Association.

On Friday, Prime Minister Gor-
don Brown’s spokesman welcomed
news of the deal. “It is a positive
step forward,” he said. “We’ve made
clear on a number of occasions over
the last week or so that it’s impor-
tant that talks do resume.”

The government has monitored
the walkouts at Lindsey, but a
spokesman at the Department of
Business, Innovation and Skills de-
nied that the government had di-
rectly intervened. “This is a matter
between the companies and the
workers,” the spokesman said. “The
government welcomes the progress
that talks have made.”

This is the third wave of protests
to hit the U.K.’s energy sector this

year, and the walkouts at oil refiner-
ies, power plants and other energy
facilities have largely resulted in
concessions from employers.

“Both unions have poured all
their efforts in to this one showcase
dispute and leveraged a solution
that will show members a symbol of
success,” said Graham Botrill, CEO
of industrial-relations consultancy
the Gap Partnership.

Mr. Botrill expects a rash of simi-
lar disputes will occur in coming
months, which could again target
the energy industry. Meanwhile, the
GMB and Unite unions are going
ahead with a plan to poll a combined
50,000 of their members in the engi-
neering-construction industry for a
national strike over pay, conditions
and job security in the sector.

“Because Lindsey workers won a
100% victory, I think there’ll be a
huge vote” in favor of a national
strike, Mr. Tice said. A strike ballot
is thought to be a difficult undertak-
ing given the intermittent nature of
the engineering-construction sec-
tor, where workers are often hired
on short-term contracts, and any in-
dustrial action would likely face le-
gal challenge from employers.
 —Laurence Norman

contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 14.90 $24.82 –0.03 –0.12%
Alcoa AA 22.00 10.76 0.04 0.37%
AmExpress AXP 18.40 23.76 –0.68 –2.78%
BankAm BAC 273.00 12.75 0.40 3.24%
Boeing BA 6.80 41.88 –0.65 –1.53%
Caterpillar CAT 8.30 34.56 0.07 0.20%
Chevron CVX 7.20 65.95 –0.92 –1.38%
CiscoSys CSCO 38.10 18.91 –0.12 –0.63%
CocaCola KO 8.90 48.13 0.28 0.59%
Disney DIS 7.40 23.43 –0.12 –0.51%
DuPont DD 4.90 25.38 0.09 0.36%
ExxonMobil XOM 17.30 69.05 –0.83 –1.19%
GenElec GE 60.60 11.75 –0.11 –0.93%
HewlettPk HPQ 13.00 37.61 –0.51 –1.34%
HomeDpt HD 14.70 23.61 0.04 0.17%
Intel INTC 36.70 16.29 –0.02 –0.12%
IBM IBM 3.40 105.68 –0.38 –0.36%
JPMorgChas JPM 42.20 34.45 0.31 0.91%
JohnsJohns JNJ 10.40 56.60 0.33 0.59%
KftFoods KFT 9.10 25.56 –0.12 –0.47%
McDonalds MCD 5.60 57.00 –0.46 –0.80%
Merck MRK 15.70 27.00 0.43 1.62%
Microsoft MSFT 45.40 23.35 –0.44 –1.85%
Pfizer PFE 36.80 15.19 –0.14 –0.91%
ProctGamb PG 10.10 51.75 0.07 0.14%
3M MMM 2.30 59.26 0.36 0.61%
TravelersCos TRV 3.70 40.88 –0.03 –0.07%
UnitedTech UTX 5.10 51.55 –0.48 –0.92%
Verizon VZ 8.60 30.99 –0.10 –0.32%
WalMart WMT 13.10 48.63 –0.52 –1.06%

Dow Jones Industrial Average P/E: 12
LAST: 8438.39 t 34.01, or 0.40%

YEAR TO DATE: t 338.00, or 3.9%

OVER 52 WEEKS t 2,908.12, or 25.6%

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

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

JPMorgan $1,075 7.4% 52% 26% 21% 1%

UBS 738 5.1% 43% 19% 37% …%

Credit Suisse 733 5.1% 44% 34% 21% 1%

Goldman Sachs 691 4.8% 47% 19% 33% …%

Deutsche Bank 689 4.8% 37% 35% 24% 4%

Citi 683 4.7% 34% 34% 30% 2%

BNP Paribas 590 4.1% 26% 53% 15% 6%

Bank of America Merrill Lynch 583 4.0% 35% 29% 33% 3%

Morgan Stanley 532 3.7% 38% 23% 38% …%

Source: Dealogic

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

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

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

Porsche Automobil Hldg 461 –22 –15 47 AB Volvo 415 4 –3 38

Alcatel Lucent 821 –14 –9 41 Sol Melia 657 5 42 24

Telenor  157 –13 –18 11 Bay Motoren Werke 179 5 4 –2

Lafarge 305 –12 –6 –12 TUI  1575 7 –14 –3

Hellenic Rep 150 –11 –13 3 Carlton Comms  466 7 –45 –275

Holcim  260 –10 –7 –54 Stena Aktiebolag 831 8 18 –80

Koninklijke Ahold  95 –8 –6 –21 Stora Enso  554 9 28 73

Intl Pwr  641 –7 –9 17 Contl  906 15 111 52

J Sainsbury  98 –7 –5 8 Peugeot 393 19 41 86

PPR 297 –6 –1 –9 Nielsen  661 23 31 8

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

Credit Suisse Grp Switzerland Banks $52.6 48.26 4.01% 2.9% –29.1%

Nokia Finland Telecoms Equipment 55.9 10.60 1.92 –31.1 –33.6

Koninklijke Phlps Netherlands Consumer Electronics 17.8 12.99 1.88 –40.6 –46.8

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 95.1 147.00 1.73 –16.1 –27.3

Daimler Germany Automobiles 38.5 25.79 1.60 –35.3 –33.2

Sanofi-Aventis S.A. France Pharmaceuticals $75.6 40.85 –8.10% –3.1 –46.5

UBS Switzerland Banks 35.7 13.22 –5.37 –41.0 –77.7

Allianz SE Germany Full Line Insurance 40.2 63.19 –2.36 –43.7 –48.8

UniCredit Italy Banks 41.7 1.77 –2.26 –46.0 –65.8

E.ON Germany Multiutilities 71.1 25.26 –2.17 –40.4 –15.8

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

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

ArcelorMittal 52.1 23.74 1.52% –62.7% ...
Luxembourg (Iron & Steel)
Deutsche Bk 38.0 43.51 0.96 –21.6 –50.6%
Germany (Banks)
HSBC Hldgs 144.9 5.10 0.89 –24.8 –38.5
U.K. (Banks)
Banco Santander 95.9 8.36 0.78 –23.3 –21.5
Spain (Banks)
L.M. Ericsson Tel B 29.0 75.60 0.67 24.3 –36.5
Sweden (Telecoms Equipment)
Banco Bilbao Viz 46.2 8.76 0.46 –27.9 –44.6
Spain (Banks)
AXA S.A. 39.4 13.41 0.26 –29.6 –47.8
France (Full Line Insurance)
BG Grp 58.9 9.96 0.20 –20.4 37.9
U.K. (Integrated Oil & Gas)
ENI 94.4 16.76 0.12 –28.3 –27.2
Italy (Integrated Oil & Gas)
Assicurazioni Gen 28.9 14.56 ... –38.3 –42.1
Italy (Full Line Insurance)
Novartis 108.6 44.60 ... –18.6 –32.6
Switzerland (Pharmaceuticals)
Telefonica S.A. 107.0 16.17 –0.03 –3.6 24.2
Spain (Fixed Line Telecoms)
Deutsche Telekom 50.5 8.23 –0.06 –20.3 –34.6
Germany (Mobile Telecoms)
Total S.A. 126.8 38.01 –0.08 –28.2 –26.1
France (Integrated Oil & Gas)
Iberdrola S.A. 40.2 5.72 –0.09 –32.5 –15.0
Spain (Conventional Electricity)
GlaxoSmithKline 101.8 10.79 –0.14 –3.0 –28.6
U.K. (Pharmaceuticals)
Nestle S.A. 144.1 40.84 –0.15 –9.7 6.4
Switzerland (Food Products)
Royal Dutch Shell A 88.3 17.70 –0.17 –30.8 –32.7
U.K. (Integrated Oil & Gas)
GDF Suez 85.0 26.74 –0.24 –32.7 4.1
France (Multiutilities)
Unilever 42.1 17.47 –0.26 –1.6 –1.5
Netherlands (Food Products)

Bayer 44.9 38.55 –0.28% –27.5% 7.3%
Germany (Specialty Chemicals)
Siemens 62.8 48.85 –0.29 –31.1 –28.2
Germany (Diversified Industrials)
Diageo 40.0 8.79 –0.45 –3.6 –3.4
U.K. (Distillers & Vintners)
BASF 36.2 28.02 –0.53 27.0 –10.7
Germany (Commodity Chemicals)
Intesa Sanpaolo 37.9 2.27 –0.55 –37.2 –50.4
Italy (Banks)
BP 161.6 4.73 –0.59 –16.2 –24.9
U.K. (Integrated Oil & Gas)
Barclays 42.8 2.68 –0.61 –10.0 –55.2
U.K. (Banks)
BHP Billiton 49.9 13.56 –0.70 –27.7 29.2
U.K. (General Mining)
British Amer Tob 56.3 16.85 –0.77 0.3 23.7
U.K. (Tobacco)
Vodafone Grp 111.7 1.16 –0.77 –18.0 0.9
U.K. (Mobile Telecoms)
France Telecom 59.2 16.10 –0.80 –7.8 –4.2
France (Fixed Line Telecoms)
Astrazeneca 64.7 26.95 –0.81 28.2 –17.4
U.K. (Pharmaceuticals)
BNP Paribas S.A. 67.8 46.08 –0.84 –20.4 –38.4
France (Banks)
Soc. Generale 31.7 38.76 –0.95 –29.7 –63.7
France (Banks)
Rio Tinto 52.1 20.60 –0.96 –57.3 –12.8
U.K. (General Mining)
ABB 35.7 16.70 –1.01 –42.2 6.9
Switzerland (Industrial Machinery)
Tesco 46.1 3.55 –1.11 –1.6 6.3
U.K. (Food Retailers & Wholesalers)
ING Groep 20.9 7.13 –1.25 –65.1 –76.8
Netherlands (Life Insurance)
SAP 48.6 28.19 –1.45 –15.7 –31.7
Germany (Software)
Anglo Amer 40.0 18.04 –1.47 –46.9 –19.8
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 -0.23% 1.09% 1.0% 3.9% -4.8%
Event Driven 0.33% 2.36% 4.1% 6.3% -23.5%
Equity Market Neutral 0.35% 0.27% -1.8% -3.6% -12.6%
Equity Long/Short -0.08% 1.02% 0.9% 0.5% -19.4%

*Estimates as of 06/25/09, 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 1.22 102.88% 0.02% 1.87 1.02 1.38

Eur. High Volatility: 11/1 2.41 105.84 0.04 3.89 2.03 2.76

Europe Crossover: 11/1 7.53 107.92 0.10 9.71 6.60 8.03

Asia ex-Japan IG: 11/1 1.95 106.84 0.04 3.84 1.58 2.52

Japan: 11/1 1.74 115.26 0.05 4.33 1.41 2.53

 Note: Data as of June 25

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

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

BLUE CHIPS & BONDS
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Suzlon profit declines 10%;
turbine firm weighs job cuts

Pepsi expands in China
with plant in Chongqing
Five more factories
planned for ‘engine’
of global economy

Group urges study of Sanofi drug

Takeda sees delay for diabetes drug

Pepsi, which makes Pepsi-Cola, Lay’s potato chips and other snacks and drinks, has
said it would invest $1 billion in China over four years to bolster manufacturing.

CORPORATE NEWS

By Gordon Fairclough

SHANGHAI—PepsiCo Inc.
opened a new Chinese factory on Fri-
day and said it expects to build an-
other five plants in China over the
next two years as it attempts to
boost business in the world’s most
populous country.

The new plants are largely to be
located in less-developed areas and
are part of Pepsi’s effort to reach
deeper into China’s vast market,
which has become increasingly im-
portant for international food and
beverage companies as Chinese in-
comes have climbed.

“Despite the current uncertainty
in many parts of the world, we have
no doubt that China will remain a
powerful engine of global economic
expansion,” said Indra Nooyi, Pepsi’s
chairman and chief executive, who is
on a 10-day visit to China. Success in
China is a critical part of her plan to
strengthen Pepsi’s position in devel-
oping markets.

Pepsi, which makes Pepsi-Cola,
Lay’s potato chips and other snacks
and drinks, in November said it
would invest $1 billion in China over

four years to bolster manufacturing,
expand local research and develop-
ment and build a bigger sales force.
China is Pepsi’s second-largest bever-
age market by volume, after the U.S.

The company also has a large
share of the potato-chip market in
China, where it sells chips in flavors
ranging from Beijing Duck to Cool
Lemon and Lychee. And it is working
to develop more drinks and snacks tai-
lored specifically to Chinese tastes.

The new plant, in the southwest-
ern city of Chongqing, will manufac-
ture a range of beverages, from Pepsi-
Cola and Mountain Dew to Gatorade,
Tropicana juices and bottled water,
the Purchase, N.Y., company said.
The plant and the other factories,
coming on line by mid-2011, will
serve large population centers.

Pepsi said the Chongqing plant
will use 22% less water and 23% less
energy than the average Pepsi plant
in China.

Pepsi’s main beverage rival, Coca-
Cola Co., also has big plans for China.
Atlanta-based Coke this year said it
will invest $2 billion in China over
three years to build new plants and
expand marketing and distribution.

Coke’s expansion plans were set
back in March, when the Chinese gov-
ernment rejected on antitrust
grounds the company’s $2.4 billion
bid to acquire China Huiyuan Juice
Group Ltd., one of the country’s larg-
est juice makers.

Pepsi

By Jeanne Whalen

And Peter Loftus

New studies have shown a “possi-
ble link” between the use of the dia-
betes treatment Lantus and cancer,
a European diabetes association
said Friday as it made an “urgent
call” for more research.

But the European Association
for the Study of Diabetes cautioned
that until more research is avail-
able, patients taking Lantus
shouldn’t rush to stop taking it.

Lantus is made by French drug
giant Sanofi-Aventis SA. An artifi-
cial form of insulin, it is also
known as an insulin analogue, and
it has been widely used since 2000.
Older forms of insulin are known
as human insulin.

One study looked at 127,000 dia-
betics in Germany who were using
Lantus or other forms of insulin.
The risk of being diagnosed with can-

cer over an average of 1µ years was
9% higher in patients taking a low
dose of Lantus than in people taking
human insulin, the association said
in a statement.

Patients taking a higher dose of
Lantus had a 31% higher risk of be-
ing diagnosed with cancer, accord-
ing to the study, which was pub-
lished in Diabetologia, the associa-
tion journal.

Another study in Sweden found
that patients taking Lantus had dou-
ble the risk of breast cancer com-
pared with patients taking other in-
sulins, the association said.

The association’s president and
the journal’s editor cautioned that the
studies had “limitations.” They said
the patients taking Lantus were gener-
ally older, more overweight and had
higherbloodpressure,makingit possi-
ble that “any difference in cancer risk
could be attributed to the pretreat-
ment characteristics of the groups.”

Also, they said, the number of
cases of breast cancer in the Swed-
ish study was very small, meaning
the findings could have occurred
due to chance.”

“People are entitled to know that
use of Lantus insulin might be asso-
ciated with greater risk, but this
must also be balanced against the
possibility that we might be causing
unnecessary alarm,” said Edwin
Gale, editor of Diabetologia, and Ulf
Smith, the association’s president.

Sanofi said Friday that the new
data showed no conclusive link be-
tween Lantus and cancer. Sanofi
shares came under pressure in Paris
Friday after a note published Thurs-
day by UBS equity research teams
raised questions about the safety of
Lantus, one of the company’s impor-
tant products. Sanofi’s U.S. deposi-
tary shares fell $2.20, or 7%, at
$28.01 Friday.

By Anant Vijay Kala

And Sunil Raghu

MUMBAI—Suzlon Energy Ltd.
on Sunday reported a 10% drop in fis-
cal-fourth-quarter consolidated net
profit, hurt by one-time foreign-ex-
change losses and a delay in repairs
to damaged wind-turbine blades.

Chief Operating Officer
Sumant Sinha said demand from
the U.S. market had been hit badly
and added that the wind-power
company is looking at reducing
costs in the region to counter the
slowdown.

“We are looking at rationaliza-
tion of costs, and that could in-
clude job cuts too,” Mr. Sinha told
Dow Jones Newswires on the side-
lines of a news conference.

The Indian company also might
raise its stake in its German unit,

REpower Systems AG, to at least
95% from the present 91%, he said.

Consolidated net profit in the
January-March quarter fell to 4.1
billion rupees ($85.4 million) from
4.57 billion rupees a year earlier,
the turbine maker said. However,
consolidated revenue rose 85% to
91.21 billion rupees amid the inclu-
sion of REpower’s financial results.

On a standalone basis, Suzlon
swung to a net loss of 1.83 billion
rupees, from a profit of 4.83 bil-
lion rupees. Mark-to-market
losses on foreign-exchange bets
hurt earnings by 1.29 billion ru-
pees, Suzlon said.

An increase in provisions re-
lated to blade restoration and ret-
rofitting work hurt profitability
by 1.04 billion rupees. Cracks had
appeared in Suzlon turbine blades
in the U.S. and Portugal.

By Kazuhiro Shimamura

TOKYO—Takeda Pharmaceutical
Co. said the launch of its SYR-322 dia-
betes drug is likely to be delayed at
least two years after U.S. regulators
asked for an additional safety test.

SYR-322, also known by the gen-
eral name alogliptin, is the most im-
portant drug in the pharmaceutical
maker’s development pipeline.

The recommendation by the U.S.
Food and Drug Administration for

an additional cardiovascular study
doesn’t come as a surprise. Earlier
this year, the regulator informed Ja-
pan-based Takeda that the drug
doesn’t fully meet the U.S. agency’s
recently created guidelines for dia-
betes treatments.

A Takeda spokesman on Satur-
day declined to comment about de-
tails of the contents of the FDA’s so-
called complete-response letter re-
ceived on Friday, but he added that
the letter doesn’t mention any seri-

ous concerns about SYR-322 itself.
Takeda previously expected to

commercialize SYR-322 in the fiscal
year ending in March 2010. Japan’s
largest pharmaceutical company by
revenue now expects to launch the
drug in the fiscal year ending March
2012 or later, the spokesman said.

Takeda’s SYR-322 is a class of
drug known as a DPP-4 inhibitor,
which works by blocking the degra-
dation of compounds involved in the
stimulation of insulin secretion.

Which would you
bank on?

In association with

The most important 15 minutes of your business week.
This Friday on CNN International.

cnn.com/mme
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LuxPro-Dragon I AS EQ LUX 06/26 EUR 132.90 43.1 3.5 –5.2

LuxPro-Dragon P AS EQ LUX 06/26 EUR 129.65 42.9 2.9 –6.2

LuxTopic-Aktien Europa EU EQ LUX 06/26 EUR 15.35 7.1 –9.6 –8.6

LuxTopic-Pacific AS EQ LUX 06/26 EUR 13.03 44.0 –26.5 –19.2

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 06/23 SAR 5.48 15.7 –45.0 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 06/25 USD 294.85 20.1 –3.8 –1.0

Sel Emerg Mkt Equity GL EQ GGY 06/25 USD 166.51 27.1 –32.4 –16.4

Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8

Sel European Equity EU EQ GGY 06/25 USD 145.58 5.9 –41.1 –28.8

Sel Glob Equity GL EQ GGY 06/25 USD 155.24 8.1 –35.0 –26.5

Sel Glob Fxd Inc GL BD GGY 06/25 USD 130.15 0.9 –11.1 –3.0

Sel Pacific Equity AS EQ GGY 06/25 USD 110.85 22.6 –30.3 –17.2

Sel US Equity US EQ GGY 06/25 USD 104.88 4.1 –31.9 –22.1

Sel US Sm Cap Eq US EQ GGY 06/25 USD 140.75 7.6 –34.0 –26.6

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 20.5 –29.1 –17.3

LG Asian SmallerCo's AS EQ BMU 06/25 USD 77.38 40.3 –32.9 –31.7

LG India EA EQ MUS 06/25 USD 49.23 54.3 –15.7 –12.8

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 06/24 EUR 23.77 –9.4 –55.0 –46.6

MP-TURKEY.SI OT OT SVN 06/24 EUR 24.72 26.6 –26.4 –28.1

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 06/25 USD 12.26 40.6 –13.4 –4.5

Parex Caspian Sea Eq EU EQ LVA 06/25 EUR 2.96 41.0 –65.6 –45.8

Parex Eastern Europ Bd EU BD LVA 06/25 USD 12.26 40.6 –13.4 –4.5

Parex Russian Eq EE EQ LVA 06/25 USD 14.49 67.3 –54.1 –23.9

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 06/26 USD 138.11 24.5 –29.1 –17.6

PF (LUX)-Asian Eq-Pca AS EQ LUX 06/26 USD 132.01 24.0 –29.7 –18.3

PF (LUX)-Biotech-Pca OT EQ LUX 06/25 USD 273.19 –4.2 –17.9 –4.3

PF (LUX)-CHF Liq-Pca CH MM LUX 06/25 CHF 124.13 0.1 0.7 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 06/25 CHF 93.70 0.1 0.7 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 06/25 USD 95.17 17.0 –17.1 –11.5

PF (LUX)-East Eu-Pca EU EQ LUX 06/25 EUR 210.20 57.4 –50.1 –31.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/26 USD 123.51 32.6 –37.6 –19.6

PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/26 USD 401.25 31.9 –38.4 –19.7

PF (LUX)-Eu Indx-Pca EU EQ LUX 06/25 EUR 81.28 6.3 –28.4 –25.3

PF (LUX)-EUR Bds-Pca EU BD LUX 06/25 EUR 371.92 –0.4 5.4 2.1

PF (LUX)-EUR Bds-Pdi EU BD LUX 06/25 EUR 283.03 –0.4 5.4 2.1

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/25 EUR 135.33 8.4 5.3 1.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/25 EUR 95.14 8.4 5.3 1.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/25 EUR 115.79 28.4 –14.3 –12.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/25 EUR 67.13 28.4 –14.3 –12.6
PF (LUX)-EUR Liq-Pca EU MM LUX 06/25 EUR 135.66 0.8 2.5 3.0
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/25 EUR 97.76 0.8 2.5 3.0
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/25 EUR 102.33 0.5 2.2 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/25 EUR 100.97 0.5 2.2 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/25 EUR 330.61 8.1 –32.3 –29.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/25 EUR 106.83 5.6 –28.7 –28.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/25 USD 215.82 13.9 7.6 6.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/25 USD 146.82 13.9 7.5 6.0
PF (LUX)-Gr China-Pca AS EQ LUX 06/26 USD 289.64 36.2 –16.3 –8.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/26 USD 290.16 51.4 –12.0 –9.9
PF (LUX)-Jap Index-Pca JP EQ LUX 06/26 JPY 8875.23 8.9 –31.6 –27.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/26 JPY 7648.33 4.8 –37.3 –32.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/26 JPY 7442.65 4.4 –37.7 –33.0
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/26 JPY 4280.79 9.0 –32.4 –28.3
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/26 USD 202.92 28.2 –29.2 –15.9
PF (LUX)-Piclife-Pca CH BA LUX 06/25 CHF 720.66 4.5 –7.8 –9.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/25 EUR 49.92 13.1 –20.1 –23.9
PF (LUX)-Rus Eq-Pca OT OT LUX 06/25 USD 39.90 74.7 –59.9 NS
PF (LUX)-Security-Pca GL EQ LUX 06/25 USD 82.22 15.1 –16.0 –14.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/25 EUR 365.69 12.1 –32.0 –28.6
PF (LUX)-US Eq-Ica US EQ LUX 06/25 USD 85.00 4.1 –30.1 –18.3
PF (LUX)-USA Index-Pca US EQ LUX 06/25 USD 74.40 2.6 –29.2 –20.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 06/25 USD 503.93 –5.0 6.3 6.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/25 USD 369.77 –5.0 6.3 6.8
PF (LUX)-USD Liq-Pca US MM LUX 06/25 USD 130.83 0.5 1.5 2.5
PF (LUX)-USD Liq-Pdi US MM LUX 06/25 USD 85.43 0.5 1.5 2.5
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/25 USD 101.54 0.2 1.5 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/25 USD 100.83 0.2 1.5 NS
PF (LUX)-Water-Pca GL EQ LUX 06/25 EUR 107.39 4.3 –20.3 –18.5
PF (LUX)-WldGovBds-Pca GL BD LUX 06/26 USD 158.44 –3.9 3.3 9.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/26 USD 131.14 –3.9 3.3 9.0
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/25 USD 45.42 9.4 –53.1 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 06/25 USD 10.60 35.2 –17.8 –15.7
Japan Fund USD JP EQ IRL 06/26 USD 15.76 5.1 –3.6 –8.7
Polar Healthcare Class I USD OT OT IRL 06/25 USD 10.74 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/25 USD 10.75 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 06/24 USD 88.57 57.3 –24.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/25 EUR 569.30 1.0 –30.1 NS
Core Eurozone Eq B EU EQ IRL 06/25 EUR 667.67 1.5 –29.1 NS
Euro Fixed Income A EU BD IRL 06/25 EUR 1152.06 1.8 –4.2 –4.1
Euro Fixed Income B EU BD IRL 06/25 EUR 1226.11 2.1 –3.6 –3.5
Euro Small Cap A EU EQ IRL 06/25 EUR 951.09 12.2 –35.5 –33.8
Euro Small Cap B EU EQ IRL 06/25 EUR 1015.65 12.5 –35.1 –33.4
Eurozone Agg Eq A EU EQ IRL 06/25 EUR 521.67 5.0 –31.5 –29.4
Eurozone Agg Eq B EU EQ IRL 06/25 EUR 747.39 5.3 –31.1 –29.0
Glbl Bd (EuroHdg) A GL BD IRL 06/25 EUR 1266.23 5.8 0.1 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 06/25 EUR 1339.86 6.1 0.8 0.4
Glbl Bd A EU BD IRL 06/25 EUR 1028.91 4.9 8.2 –0.1
Glbl Bd B EU BD IRL 06/25 EUR 1091.95 5.2 8.8 0.5
Glbl Real Estate A OT EQ IRL 06/25 USD 681.87 2.3 –40.8 –29.3
Glbl Real Estate B OT EQ IRL 06/25 USD 700.79 2.6 –40.5 –28.9
Glbl Real Estate EH-A OT EQ IRL 06/25 EUR 630.10 0.4 –39.6 –30.5
Glbl Real Estate SH-B OT EQ IRL 06/25 GBP 58.96 –0.6 –40.2 –30.1
Glbl Strategic Yield A EU BD IRL 06/25 EUR 1335.20 18.1 –9.2 –5.7
Glbl Strategic Yield B EU BD IRL 06/25 EUR 1424.43 18.5 –8.6 –5.1
Japan Equity A JP EQ IRL 06/25 JPY 11708.00 13.3 –30.1 –27.7
Japan Equity B JP EQ IRL 06/25 JPY 12440.00 13.6 –29.7 –27.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 06/25 USD 1704.79 32.6 –23.2 –16.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 06/25 USD 1813.73 32.9 –22.7 –15.6
Pan European Eq A EU EQ IRL 06/25 EUR 762.92 6.2 –31.1 –28.2
Pan European Eq B EU EQ IRL 06/25 EUR 810.76 6.5 –30.8 –27.8

US Equity A US EQ IRL 06/25 USD 712.83 6.5 –31.8 –20.6
US Equity B US EQ IRL 06/25 USD 760.89 6.9 –31.4 –20.1
US Small Cap A US EQ IRL 06/25 USD 1044.60 3.9 –33.8 –23.4
US Small Cap B US EQ IRL 06/25 USD 1115.65 4.2 –33.4 –23.0

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/26 SEK 64.44 7.1 –31.6 –30.9
Choice Japan Fd JP EQ LUX 06/26 JPY 48.85 8.6 –31.4 –29.4
Choice Jpn Chance/Risk JP EQ LUX 06/26 JPY 50.18 12.0 –37.3 –30.3
Choice NthAmChance/Risk US EQ LUX 06/26 USD 3.22 15.0 –36.0 –20.7
Europe 2 Fd EU EQ LUX 06/12 EUR 0.79 14.1 –33.2 –28.9
Europe 3 Fd EU EQ LUX 06/26 EUR 3.28 7.5 –34.4 –31.2
Global Chance/Risk Fd GL EQ LUX 06/26 EUR 0.49 5.3 –27.6 –25.5
Global Fd GL EQ LUX 06/26 USD 1.75 4.9 –34.9 –23.8
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 06/26 USD 5.96 31.6 –19.5 –14.8
Currency Alpha EUR -IC- OT OT LUX 06/26 EUR 10.61 –2.8 0.2 1.9
Currency Alpha EUR -RC- OT OT LUX 06/26 EUR 10.53 –3.0 –0.2 1.4
Currency Alpha SEK -ID- OT OT LUX 06/26 SEK 98.71 –6.6 –3.8 NS
Currency Alpha SEK -RC- OT OT LUX 06/26 SEK 115.18 –3.0 –0.2 1.4
Generation Fd 80 OT OT LUX 06/26 SEK 7.00 9.7 –15.1 NS
Nordic Focus EUR NO EQ LUX 06/26 EUR 60.16 20.6 –30.0 NS
Nordic Focus NOK NO EQ LUX 06/26 NOK 67.73 20.6 –30.0 NS
Nordic Focus SEK NO EQ LUX 06/26 SEK 70.07 20.6 –30.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/26 USD 1.49 7.2 –30.0 –22.0
Ethical Global Fd GL EQ LUX 06/26 USD 0.65 8.2 –31.6 –23.7
Ethical Sweden Fd NO EQ LUX 06/26 SEK 33.63 22.0 –7.9 –16.3
Europe Fd EU EQ LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 06/26 SEK 12.68 –0.4 2.1 4.8
Medical Fd OT EQ LUX 06/26 USD 2.75 –3.9 –18.6 –13.4
Short Medium Bd Fd SEK NO MM LUX 06/26 SEK 8.79 0.9 2.2 2.8
Technology Fd OT EQ LUX 06/26 USD 2.02 29.6 –20.2 –12.6
World Fd NO BA LUX 06/26 USD 1.75 9.4 –28.1 –17.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/26 EUR 1.27 0.1 0.6 1.5
Short Bond Fd SEK NO MM LUX 06/26 SEK 21.88 1.5 2.3 2.9
Short Bond Fd USD US MM LUX 06/26 USD 2.49 –0.2 0.8 1.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/26 SEK 10.01 –0.6 –1.7 0.0
Alpha Bond Fd SEK -B- NO BD LUX 06/26 SEK 8.66 –0.5 –1.7 0.0
Alpha Bond Fd SEK -C- NO BD LUX 06/26 SEK 25.05 –0.6 –1.9 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 06/26 SEK 7.80 –0.6 –1.9 –0.2
Alpha Short Bd SEK -A- NO MM LUX 06/26 SEK 11.04 2.2 3.1 3.4
Alpha Short Bd SEK -B- NO MM LUX 06/26 SEK 10.10 2.2 3.1 3.4
Alpha Short Bd SEK -C- NO MM LUX 06/26 SEK 21.59 2.1 3.0 3.2
Alpha Short Bd SEK -D- NO MM LUX 06/26 SEK 8.17 2.1 3.0 3.2
Bond Fd SEK -C- NO BD LUX 06/26 SEK 41.85 0.7 10.8 6.3
Bond Fd SEK -D- NO BD LUX 06/26 SEK 12.15 0.8 10.9 5.7
Corp. Bond Fd EUR -C- EU BD LUX 06/26 EUR 1.15 5.7 –0.7 –0.9
Corp. Bond Fd EUR -D- EU BD LUX 06/26 EUR 0.88 5.8 –0.6 –1.1
Corp. Bond Fd SEK -C- NO BD LUX 06/26 SEK 11.38 5.9 –5.1 –2.3
Corp. Bond Fd SEK -D- NO BD LUX 06/26 SEK 8.60 5.9 –5.1 –2.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/26 EUR 101.14 –2.6 5.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/26 EUR 105.56 1.9 10.2 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 06/26 SEK 1154.32 1.9 10.2 NS
Flexible Bond Fd -C- NO BD LUX 06/26 SEK 21.24 1.8 6.3 4.5
Flexible Bond Fd -D- NO BD LUX 06/26 SEK 11.62 1.8 6.3 4.5

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/26 SEK 77.44 –3.3 –26.0 –16.0
SEB Asset Sele Defensive Inc OT OT LUX 06/26 SEK 70.74 –3.3 –26.0 –17.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/26 USD 2.06 34.0 –30.0 –12.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/26 SEK 26.24 56.3 1.6 –15.0
Europe Chance/Risk Fd EU EQ LUX 06/26 EUR 832.15 9.1 –37.4 –32.8

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 06/25 EUR 27.48 –3.1 –7.5 –0.7
Bonds Eur Corp A OT OT LUX 06/24 EUR 21.76 5.0 1.7 –0.5
Bonds Eur Hi Yld A OT OT LUX 06/24 EUR 16.70 25.6 –14.8 –13.7
Bonds EURO A OT OT LUX 06/25 EUR 39.84 0.9 9.3 5.1
Bonds Europe A OT OT LUX 06/25 EUR 38.19 0.8 9.0 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 06/24 USD 33.91 7.5 7.5 7.0
Bonds World A OT OT LUX 06/25 USD 39.67 –0.4 3.4 8.5
Eq. China A OT OT LUX 06/26 USD 20.15 34.8 –10.6 –10.7
Eq. ConcentratedEuropeA OT OT LUX 06/25 EUR 22.36 8.6 –30.9 –29.1
Eq. Eastern Europe A OT OT LUX 06/25 EUR 16.52 25.0 –55.6 –36.4
Eq. Equities Global Energy OT OT LUX 06/25 USD 15.06 5.6 –47.2 –18.8
Eq. Euroland A OT OT LUX 06/25 EUR 8.94 –2.5 –33.9 –30.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/24 EUR 14.81 7.8 –30.2 –23.9
Eq. EurolandFinancialA OT OT LUX 06/25 EUR 9.07 7.7 –36.6 –34.6
Eq. Glbl Emg Cty A OT OT LUX 06/25 USD 7.94 32.8 –33.7 –16.4
Eq. Global A OT OT LUX 06/25 USD 22.44 6.7 –32.2 –24.2
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 06/25 USD 25.05 19.8 –11.6 0.7
Eq. Japan Sm Cap A OT OT LUX 06/25 JPY 1046.23 15.5 –23.1 –30.7
Eq. Japan Target A OT OT LUX 06/25 JPY 1764.86 12.8 –11.0 –15.3
Eq. Pacific A OT OT LUX 06/25 USD 7.93 24.2 –26.5 –17.7
Eq. US ConcenCore A OT OT LUX 06/25 USD 18.70 15.1 –23.8 –15.0
Eq. US Lg Cap Gr A OT OT LUX 06/25 USD 12.73 18.1 –37.0 –19.3
Eq. US Mid Cap A OT OT LUX 06/25 USD 23.55 17.5 –36.4 –16.8
Eq. US Multi Strg A OT OT LUX 06/25 USD 17.52 9.7 –36.2 –23.3
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 06/25 USD 13.07 1.0 –41.4 –32.2
Eq. US Value Opp A OT OT LUX 06/25 USD 13.44 3.7 –41.5 –32.0
Money Market EURO A OT OT LUX 06/25 EUR 27.33 0.8 3.0 3.6
Money Market USD A OT OT LUX 06/25 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 06/26 JPY 8945.00 4.0 –35.6 –35.1
YMR-N Japan Fund OT OT IRL 06/26 JPY 10188.00 7.9 –32.8 –31.1
YMR-N Small Cap Fund OT OT IRL 06/26 JPY 6832.00 6.5 –31.2 –34.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/26 JPY 6354.00 7.6 –35.5 –32.3
Yuki 77 Growth JP EQ IRL 06/26 JPY 6014.00 1.7 –38.9 –36.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/26 JPY 6674.00 7.0 –33.7 –32.9
Yuki Chugoku JpnLowP JP EQ IRL 06/26 JPY 8657.00 5.7 –25.1 –26.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/26 JPY 7013.00 3.6 –37.3 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/26 JPY 4628.00 1.7 –40.6 –34.1
Yuki Hokuyo Jpn Inc JP EQ IRL 06/26 JPY 5415.00 2.6 –32.5 –29.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/26 JPY 5034.00 7.0 –29.2 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/26 JPY 4399.00 3.5 –43.1 –36.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/26 JPY 4614.00 2.7 –43.8 –38.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/26 JPY 6575.00 7.8 –38.6 –34.0
Yuki Mizuho Jpn Gen OT OT IRL 06/26 JPY 8647.00 7.8 –33.2 –32.9
Yuki Mizuho Jpn Gro OT OT IRL 06/26 JPY 6521.00 4.3 –33.4 –34.5
Yuki Mizuho Jpn Inc OT OT IRL 06/26 JPY 7833.00 –1.5 –34.6 –31.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/26 JPY 5154.00 3.4 –35.5 –32.3
Yuki Mizuho Jpn LowP OT OT IRL 06/26 JPY 12466.00 10.0 –21.4 –25.5
Yuki Mizuho Jpn PGth OT OT IRL 06/26 JPY 8040.00 5.2 –37.4 –35.0
Yuki Mizuho Jpn SmCp OT OT IRL 06/26 JPY 6863.00 11.9 –30.7 –34.2
Yuki Mizuho Jpn Val Sel OT OT IRL 06/26 JPY 5771.00 11.1 –30.1 –28.9
Yuki Mizuho Jpn YoungCo OT OT IRL 06/26 JPY 2753.00 15.3 –36.2 –42.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/26 JPY 4976.00 10.6 –39.7 –35.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/26 JPY 5454.00 7.0 –34.8 –33.3
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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 06/24 EUR 77097906.00 88536637.4 71571464.9 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 –39.4 –26.4 –1.2

Superfund GCT USD* OT OT LUX 06/23 USD 2433.00 –33.4 –27.4 –5.5

Superfund Gold A (SPC) OT OT CYM 06/23 USD 906.23 –22.1 –21.7 8.8

Superfund Gold B (SPC) OT OT CYM 06/23 USD 915.47 –32.1 –31.4 4.4

Superfund Q-AG* OT OT AUT 06/23 EUR 6825.00 –22.1 –15.1 0.5

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Loretta Chao

BEIJING—An international group
of business associations that include
most of the world’s major technology
companies submitted a letter to Chi-
nese Premier Wen Jiabao urging the
government to scrap a requirement
that personal computers come with
Internet-filtering software.

The move is extraordinary in a
country where companies are reluc-
tant to take issue publicly with the
leadership. The rule has already
drawn criticism from the U.S. gov-
ernment and free-speech advocates
in China and abroad.

Submitted Friday, the letter was
signed by the heads of 22 organiza-
tions, including the U.S. Chamber of
Commerce, the European-American
Business Council, the Information
Technology Industry Council and
other associations from North Amer-
ica, Europe, and Japan.

The letter reflects the deep con-
cern among PC makers as the gov-
ernment’s July 1 deadline ap-
proaches for shipping the software
with all new PCs. China is the
world’s second-biggest PC market
by unit shipments after the U.S.

The government says the filter-
ing software, called Green Dam-
Youth Escort, is aimed at blocking
pornography and other content in-
appropriate for children. But indus-
try officials fear it will also be used
to block political content—exposing
them to accusations of abetting cen-
sorship—and that the software con-
tains security and technical flaws.

The letter, which was viewed by
The Wall Street Journal, says the

plan “raises serious concerns for us
and seems to run counter to China’s
important goal of becoming a vi-
brant and dynamic information-
based society.”

It urges the government to “re-
consider implementing the Green
Dam requirements,” and proposes
an open dialogue on parental con-
trols over content for children. “The
Green Dam mandate raises signifi-
cant questions of security, privacy,
system reliability, the free flow of in-
formation and user choice,” it says.

China’s State Council Informa-
tion Office and Ministry of Foreign
Affairs didn’t respond to requests
for comment.

The letter adds to mounting pres-
sure on the government to address
concerns about the Green Dam plan,
first made public by The Wall Street
Journal earlier this month. On
Wednesday, U.S. Trade Representa-
tive Ron Kirk and Commerce Secre-
tary Gary Locke submitted joint let-
ters to two Chinese ministries say-

ing the plan could run counter to Chi-
na’s obligations under the World
Trade Organization. The plan also
has been widely criticized by Inter-
net users and media within China.

Most PC companies have yet to
say how they plan to deal with the re-
quirement. On Friday, Taiwan’s Acer
Inc., the world’s third-biggest PC
maker by sales, became the first big
foreign company to state publicly
that it plans to comply with the order.

So far, the government has
shown no signs of backing down.
There is a risk that the letter could
make it difficult for Mr. Wen to inter-
vene, because he might risk being
seen as siding with foreign compa-
nies against members of his own
government.

The letter also includes praise
for the government, saying: “We ap-
plaud and respect your country’s de-
termination to integrate into the glo-
bal economy, and carve out its right-
ful place as an international technol-
ogy leader.”

An official with one of the associ-
ations that signed Friday’s letter
said, “Given the seriousness we at-
tach to the myriad concerns involv-
ing the Green Dam mandate and
with the deadline looming, we felt
we needed to direct those concerns
to the highest levels of the Chinese
government.”

The measure introduces a wide
range of commercial implications
for PC manufacturers.

Chinese officials say users will
have a choice whether to install
Green Dam, which the government
has said must be either loaded on
the hard drive of new PCs or in-
cluded on an accompanying CD-
ROM. But critics say the govern-
ment has yet to address concerns
such as how it will enforce its re-
quirement, whether the software’s
alleged flaws can be addressed, and
who would be liable if consumers
have problems with the software.
 —Ting-I Tsai in Taipei

contributed to this article.

BEIJING—The profits of indus-
trial companies in China fell 22.9%
in the January-May period from a
year earlier, the National Bureau of
Statistics said Friday, with the pace
of decline slowing from earlier in
the year as price declines slowed
and demand picked up.

The cumulative data show the de-
cline in industrial profits narrowed
to 15.4% in the March-May period,
compared to the 37.3% fall recorded
for January-February.

The statistics bureau said the
smaller drop in profits came as
prices for many goods stabilized af-
ter earlier sharp declines. Demand
is also recovering amid heavy gov-
ernment stimulus; the bureau noted

that revenues grew 0.4% in the
March-May period after falling 3.1%
in January-February.

Moody’s Economy.com econo-
mist Sherman Chan, noting that the
data only cover companies with an-
nual sales of more than five million
yuan ($731,500), warned that
“smaller businesses may still be
struggling or even closing down.”

The worst performers this year
are in commodity sectors such as
oil, natural gas and metals, which
all posted profit declines of more
than 70% in the January-May pe-
riod from a year earlier. The steel in-
dustry saw the biggest drop, with
its combined profits down 97.2%
from a year earlier.

Private-sector companies con-
tinued to perform better than aver-
age. Their combined profit in the
first five months grew 2.4% from a
year earlier to 230.3 billion yuan,
while state-owned industrial com-
panies’ total profit tumbled 41.5%
in the first five months to 246.7 bil-
lion yuan.

Although data in recent months
suggest China’s economic down-
turn has bottomed out, Chinese pol-
icy makers are still cautious, repeat-
edly warning that the recovery has
yet to gain traction. Economists
say the decline in profits is likely to
weigh on China’s economic growth
in the future, as companies will
have less money to spend on new in-

vestment projects or higher wages
for employees.
 —Liu Li and J.R. Wu

Chinese industrial profits decline

GE plans research center near Detroit

China software rule is criticized
Business groups urge
Beijing to scrap edict
on Internet filtering

A customer looks at computers in a Beijing store. Business groups are calling on Beijing
to revoke an order to PC makers to supply machines with Internet-filtering software.

GLOBAL
BUSINESS

BRIEFS

Sibir Energy PLC

Russian oil major OAO Gazprom
Neft, a unit of gas giant OAO Gaz-
prom, said Friday it agreed with the
Moscow city government to appoint
Igor Tsibelman as chief executive of
Sibir Energy PLC, the troubled oil
company in which they both own
large stakes. A Gazprom Neft in-
sider, Mr. Tsibelman was first ap-
pointed chief executive June 18, but
the decision was reversed at the re-
quest of other shareholders. Gaz-
prom Neft owns 34% of Sibir, while
the Moscow city government owns
18%. Gazprom Neft said it will ap-
point three of Sibir’s board mem-
bers, and two will come from the
Moscow government. Sibir and Gaz-
prom Neft jointly operate the strate-
gically important Moscow refinery.

Road to recovery
Profits of industrial companies, 
change from previous year

Source: National Bureau of Statistics
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CORPORATE NEWS

Wheelock & Co.

A Hong Kong court found former
Wheelock & Co. Managing Director
John Hung guilty of bribery and sen-
tenced him to two years in prison,
the city’s antigraft agency said. The
Independent Commission Against
Corruption said in a statement that
Mr. Hung was convicted for soliciting
and accepting bribes totaling
450,000 Hong Kong dollars
(US$58,063) from a middleman, in ex-
change for using his position as a
member of the Hong Kong Jockey
Club to propose and expedite mem-
bership applications at the club. The
statement didn’t identify the people
Mr. Hung proposed for membership
or the middleman involved. Mr. Hung
couldn’t be reached to comment.

Palm Inc.

Loss widens in quarter,
but tops expectatations

Palm Inc. posted a wider fiscal
fourth-quarter loss as revenue
dropped in the latest full quarter be-
fore the release of the Pre smart-
phone, yet results topped analysts’
expectations. The company is bank-
ing on the Palm Pre to revive its once-
dominant smartphone franchise.
But the competition isn’t standing
still, as Apple Inc. made over and cut
prices on its category-leading
iPhone. The Pre went on sale June 6.
For the quarter ended May 30, Palm
reported a loss of $91.5 million, or
78 cents a share, compared with a
year-earlier loss of $41.1 million, or
40 cents a share. Excluding charges,
the loss came to 40 cents a share
from a loss of 22 cents a year earlier.
Revenue fell 71% to $86.8 million.

Sino Land Co.

The 50-50 joint venture set up
by Sino Land Co. and Hopewell
Holdings Ltd. will develop a
project in Hong Kong Island’s Wan-
chai district at a total cost of about
8.3 billion Hong Kong dollars
(US$1.07 billion), the two compa-
nies said. The two will each contrib-
ute around HK$4.15 billion to de-
velop the sites. Sino Land will fi-
nance its portion by internal re-
sources and bank borrowings,
while Hopewell will fund the
project by internal resources, exist-
ing corporate-banking facilities
and project financing, the compa-
nies said in separate statements.
The project covers a total site area
of about 88,500 square feet and
will provide about 1,000 luxury res-
idential units and a shopping mall.

Source: IDC

Big sellers
Market share of personal 
computers in China, by units 
shipped, first quarter of 2009:
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By Paul Glader

And Doug Cameron

General Electric Co. said it
would open a $100 million research-
and-development facility near De-
troit to employ about 1,200 scien-
tists and researchers in a region hit
hard by job losses and a sagging
auto industry.

The Fairfield, Conn., conglomer-
ate said the Advanced Manufactur-
ing and Software Technology Cen-
ter in Wayne County, Mich., will join

GE’s network of four research labs
in Niskayuna, N.Y., Shanghai, Mu-
nich and Bangalore, India.

GE said work at the center, on a
site also occupied by auto-parts
maker Visteon Corp., will focus on
developing information-technol-
ogy, clean-energy and transporta-
tion products. The company will
also build a 100,000-square-foot
building on the site. It said Michigan
is offering more than $60 million in
incentives over the next 12 years.

GE Chief Executive Jeffrey Im-

melt touted Michigan’s “world-
class” engineering and technical tal-
ent. GE said it is looking for special-
ists in developing composites, ma-
chining, inspection, casting and
coating technologies for its aviation
and energy businesses. The auto in-
dustry employed many engineers
with expertise in these areas.

Gov. Jennifer Granholm said the
state will try to support GE by apply-
ing for federal stimulus money re-
lated to research on “smart” electri-
cal grids.
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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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Gl Growth A GL EQ LUX 06/25 USD 34.19 6.0 –42.8 –27.9
Gl Growth B GL EQ LUX 06/25 USD 28.69 5.5 –43.4 –28.6
Gl Growth I GL EQ LUX 06/25 USD 37.81 6.4 –42.3 –27.3
Gl High Yield A US BD LUX 06/25 USD 3.59 26.6 –11.6 –6.8

Gl High Yield A2 US BD LUX 06/25 USD 7.35 27.6 –11.6 –6.7
Gl High Yield B US BD LUX 06/25 USD 3.59 25.8 –12.8 –7.9
Gl High Yield B2 US BD LUX 06/25 USD 11.88 27.1 –12.5 –7.7
Gl High Yield I US BD LUX 06/25 USD 3.59 27.0 –10.9 –6.2

Gl Value A GL EQ LUX 06/25 USD 8.97 5.7 –41.5 –31.1
Gl Value B GL EQ LUX 06/25 USD 8.28 5.1 –42.1 –31.8
Gl Value I GL EQ LUX 06/25 USD 9.50 6.0 –41.0 –30.6
India Growth AX OT OT LUX 06/25 USD 82.71 43.2 –12.6 –6.4

India Growth BX OT OT LUX 06/25 USD 71.07 42.5 –13.5 –7.3
India Growth Fund USD A OT OT LUX 06/25 USD 94.75 NS NS NS
India Growth I EA EQ LUX 06/25 USD 85.49 43.4 –12.3 –6.1
Int'l Health Care A OT EQ LUX 06/25 USD 116.58 –0.7 –18.5 –14.5

Int'l Health Care B OT EQ LUX 06/25 USD 98.84 –1.2 –19.3 –15.4

Int'l Health Care I OT EQ LUX 06/25 USD 126.84 –0.3 –17.9 –13.9

Int'l Technology A OT EQ LUX 06/25 USD 85.08 16.3 –32.2 –18.2

Int'l Technology B OT EQ LUX 06/25 USD 74.11 15.8 –32.9 –19.1

Int'l Technology I OT EQ LUX 06/25 USD 95.00 16.8 –31.7 –17.6

Japan Blend A JP EQ LUX 06/25 JPY 5860.00 9.2 –36.0 –29.8

Japan Growth A JP EQ LUX 06/25 JPY 5721.00 2.8 –36.6 –30.2

Japan Growth I JP EQ LUX 06/25 JPY 5862.00 3.2 –36.1 –29.7

Japan Strat Value A JP EQ LUX 06/25 JPY 5913.00 14.7 –36.4 –29.9

Japan Strat Value I JP EQ LUX 06/25 JPY 6045.00 15.1 –35.8 –29.3

Real Estate Sec. A OT EQ LUX 06/25 USD 10.94 2.5 –38.3 –28.3

Real Estate Sec. B OT EQ LUX 06/25 USD 10.05 2.0 –38.9 –29.0

Real Estate Sec. I OT EQ LUX 06/25 USD 11.70 2.8 –37.8 –27.7

Short Mat Dollar A US BD LUX 06/25 USD 6.77 1.9 –11.7 –10.6

Short Mat Dollar A2 US BD LUX 06/25 USD 8.95 2.2 –11.8 –10.7

Short Mat Dollar B US BD LUX 06/25 USD 6.77 1.7 –12.2 –11.0

Short Mat Dollar B2 US BD LUX 06/25 USD 8.93 1.9 –12.2 –11.1

Short Mat Dollar I US BD LUX 06/25 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 06/25 GBP 6.52 –2.1 –21.3 –17.2

Andfs. Borsa Global GL EQ AND 06/25 EUR 5.40 –6.8 –34.6 –26.4

Andfs. Emergents GL EQ AND 06/25 USD 12.87 28.7 –33.3 –17.0

Andfs. Espanya EU EQ AND 06/25 EUR 11.11 2.7 –22.9 –19.7

Andfs. Estats Units US EQ AND 06/25 USD 12.41 1.8 –31.6 –21.1

Andfs. Europa EU EQ AND 06/25 EUR 6.45 –0.6 –29.3 –25.3

Andfs. Franca EU EQ AND 06/25 EUR 7.99 –3.5 –30.4 –27.4

Andfs. Japo JP EQ AND 06/25 JPY 474.13 8.2 –31.0 –28.1

Andfs. Plus Dollars US BA AND 06/25 USD 8.48 0.6 –16.8 –11.2

Andfs. RF Dolars US BD AND 06/25 USD 10.59 3.7 –6.4 –2.7

Andfs. RF Euros EU BD AND 06/25 EUR 9.90 10.6 –6.7 –6.2
Andorfons EU BD AND 06/25 EUR 13.09 9.7 –9.1 –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 06/25 EUR 8.31 2.6 –22.3 –16.6
Andorfons Mix 60 EU BA AND 06/25 EUR 7.88 –3.1 –31.8 –23.6

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 06/26 EUR 9.70 –3.7 –5.5 –2.7
DJE-Absolut P GL EQ LUX 06/26 EUR 178.47 1.8 –23.5 –16.1
DJE-Alpha Glbl P EU BA LUX 06/26 EUR 158.68 3.2 –18.7 –11.9
DJE-Div& Substanz P GL EQ LUX 06/26 EUR 182.38 4.3 –18.7 –13.7
DJE-Gold&Resourc P OT EQ LUX 06/26 EUR 142.52 9.0 –24.0 –9.1
DJE-Renten Glbl P EU BD LUX 06/26 EUR 124.16 3.7 3.1 0.6

Continued from page 24
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The new global IPO champ:
VisaNet’s $4.33 billion sale

Doubters disparage Dubai merger
Emaar stock off 10%
on deal to combine
with state companies

Loan-rule shift
could hit net
for U.S. banks
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By Jason Leow

SHANGHAI—China’s banks are
on track to issue a total of around
one trillion yuan ($146.3 billion) in
new loans for June, a regulatory offi-
cial said Friday, indicating a sharp in-
crease in lending after two months
of slower growth.

The apparent surge in new loans
this month comes despite govern-
ment orders for banks to use tighter
scrutiny in lending, and amid con-
cern by some outside analysts that
heavy lending this year could be roll-
ing back some of the progress banks
have made in recent years to im-
prove their asset quality.

The China Banking Regulatory
Commission official wasn’t able to
give a more specific figure for ex-
pected June lending. The official
emphasized that “lending is under
control.”

China’s banks extended 4.58 tril-
lion yuan in new loans in the first
quarter—nearly as much as in all of
2008. New lending slowed somewhat

in the months after that, to 591.8 bil-
lion yuan issued in April and 664.5 bil-
lion yuan in May, but remained high
relative to past levels. The torrent of
credit follows the government’s or-
der in October for banks to help fi-
nance public-works construction as
part of a stimulus package that in-
cludes four trillion yuan in state and
corporate spending over two years.

Officials have raised concerns
that some of the money from the
credit surge has been misdirected to
stock and real-estate markets instead
of going to stimulus works. The bank-
ing regulatory commission has called
on lenders to increase scrutiny of
loan applications and loan use while
keeping credit flowing.

Despite the problems, the govern-
ment hasn’t ordered banks to re-
duce lending, for fear of hurting re-
covery. On Thursday, China’s central
bank said that while the domestic
economy has begun to stabilize, re-
covery still isn’t firm. It reiterated
that it was keeping its current mod-
erately loose monetary policy.

By Stefania Bianchi

DUBAI—Investors sent shares of
Emaar Properties PJSC tumbling
Sunday amid anger over the Dubai
company’s surprise announcement
that it would merge with three strug-
gling government-owned real-es-
tate companies.

Shares in Emaar dropped 10% in
Dubai, the sharpest decline since
Nov. 18, as investors questioned
whether the developer will benefit
from the deal that would create an
entity with a vast land bank and 13.4
billion U.A.E. dirhams ($3.65 bil-
lion) of debt.

“Investors are nervous,” said
Imam El Nour from Asayel Sales &
Bonds, an Abu Dhabi-based broker-
age firm.

Emaar, the Middle East’s largest
developer, plans to merge with
Dubai Properties LLC, Sama Dubai
LLC and Tatweer LLC, units of
Dubai Holding LLC, the conglomer-
ate controlled by Dubai’s ruler, the

companies said in a joint statement
Friday.

Emaar Chairman Mohamed Alab-
bar said the proposed consolidation
“will create a robust and strategic as-
set base, while joining the strengths
of the management teams and em-
ployees of these three companies.”

But the merger, while good for
crimping the supply of property to
Dubai’s struggling real-estate mar-
ket and cutting costs, creates little
value for shareholders, analysts say.

“Minority shareholders run the
risk of having the current portfolio
of assets diluted by large tracts of
probably now-uneconomic land,
which will constrain a combined bal-
ance sheet,” said Chet Riley, an ana-
lyst at Nomura International.

As the downturn in Dubai’s prop-
erty sector shows no signs of letting
up, many big developers are being

forced to scale back real-estate
projects, shed staff and make other
cash-saving moves. Earlier this
year, Emaar said it was putting its ex-
pansion plans on hold and would fo-
cus on finishing existing projects
amid the property slump.

In contrast, uncertainty sur-
rounds the future of Dubai Holding’s
projects. Both Sama Dubai and
Tatweer, which is developing the
$110 billion Dubailand theme park,
have said they are reviewing
projects in light of the global credit
crunch. Much of its land bank also
lies in the desert, kilometers from
the city center, and is unlikely to be
developed in the near future.

“I wouldn’t be surprised if key
projects encompassing the four enti-
ties, such as Dubailand, are further
delayed with additional cancella-
tions,” said UBS analyst Saud Ma-
sud.

Some analysts fear the merger
may also burden Emaar’s real-es-
tate portfolio, which includes the
Burj Dubai, planned to be the
world’s tallest building, due to open
later this year.

“Dubai Holding’s assets are way
below Emaar’s both in terms of qual-
ity and progress,” said Bobby
Sarkar, a real-estate analyst at
Dubai-based investment bank Al
Mal Capital, which Sunday said it
was suspending its rating for Emaar
amid uncertainties over the an-
nouncement.

In 2007, Emaar and Dubai Hold-
ing were forced to abandon a land-

for-shares swap, after the proposed
deal failed to impress shareholders.
Instead, the two companies agreed
to explore joint-venture arrange-
ments to develop land in prime loca-
tions in Dubai.

Emaar says the merger will cre-
ate a group with 13.4 billion dirhams
of debt, representing 7% of total as-
sets worth 194 billion dirhams.

At the end of last year, Dubai
Properties, Sama Dubai and
Tatweer had 126 billion dirhams in
assets and total external debt of 3.4
billion dirhams, or 2.7% of combined
assets. Emaar’s own debt obligation
was 10 billion dirhams, or 15% of the
total book value of 68 billion
dirhams in assets, at the end of
March.

By Jane J. Kim

The Obama administration’s
plan to protect consumers from bad
deals on mortgages, credit cards
and other financial products is an at-
tempt to take the industry back in
time and could put a dent in bank
profits.

The plain-vanilla guidelines are
part of an ambitious effort by the
Obama administration to force
banks to offer mortgages and credit
cards with simpler standard terms.

“That was a market that used to
be pretty strongly anchored on
plain-vanilla products,” said
Michael Barr, the Treasury Depart-
ment’s assistant secretary for finan-
cial institutions.

The coming guidelines, part of a
broader proposed overhaul of the fi-
nancial-services sector, are likely to
start with mortgages and eventually
cover credit cards, car loans, payday
loans and bank-overdraft programs.

The complex loans of recent
years didn’t just confuse consum-
ers. The bankers themselves ulti-
mately misjudged whether custom-
ers would repay them. And the re-
sulting credit crunch has forced
lenders to drop many of their most
risky products.

Some 95% of mortgage applica-
tions today are fixed-rate, says the
Mortgage Bankers Association.

“We’re pretty plain vanilla to-
day,” says John Courson, president
and chief executive of the group. Mr.
Courson says he has no problems
with the Obama administration’s
push to show consumers plain-va-
nilla mortgages but adds, “We don’t
want to create a barrier that makes
it difficult for a borrower to have an
opportunity to look at other prod-
ucts that better suit their financial
needs.”

Mandating plain-vanilla prod-
ucts would inevitably cut into
banks’ profitability, said Joseph
Longino, a principal at Sandler
O’Neill + Partners LP. Mr. Longino ex-
pects the industry to move to a bifur-
cation of products. “You’d see the
plain-vanilla ‘Good Housekeeping
Federal Seal of Approval’ on prod-
ucts for lower-income consumers,”
he said, “and more innovative prod-
ucts offered to wealthier, sophisti-
cated consumers.”

The guidelines would come from
a proposed Consumer Financial Pro-
tection Agency modeled in part on
the U.S. Consumer Product Safety
Commission, an independent regula-
tory agency charged with protect-
ing the public from risks from con-
sumer household products.

By John Lyons

SÃO PAULO—In the aftermath of
the global financial crisis, the
world’s biggest public-share offer-
ings are happening on the ex-
changes of São Paulo and Hong
Kong, not Wall Street.

An initial public offering by Bra-
zil’s VisaNet, formally called Cia.
Brasileira de Meios de Pagamen-
tos, raised 8.4 billion reais, or $4.33
billion, on the São Paulo stock ex-
change Thursday, after the credit-
card processor added supplemental
blocks of shares to the sale. That
marked the world’s biggest IPO this
year, beating the $1.26 billion raised
by Chinese manufacturer Zhong-
wang Holdings Ltd. in April.

By comparison, the U.S. IPO mar-
ket has produced just 10 share sales
from U.S. companies totaling $2.03
billion in the second quarter as of
Tuesday, and just one in the first
three months of the year.

Even before the VisaNet sale,
China, Brazil and India accounted
for half of the 10 biggest IPOs
around the globe since March 2008,

according to data provider Dea-
logic. Even so, they are becoming a
bigger part of a rapidly shrinking
pie. The global IPO market has been
decimated, and offerings this year
are down about 90% from a year ago.

The big Brazilian and Chinese
share sales underscore the compara-
tive resilience of many developing
world economies amid the global
downturn, a phenomenon that has
prompted Pacific Investment Man-
agement Co. and other investment
managers to urge clients to seek
growth in overseas investments.

Money also is streaming back in
to emerging-market mutual funds
after investors fled last year, accord-
ing to Morningstar Inc.

While big, the VisaNet sale
hardly represents a return to Bra-
zil’s IPO boom days of 2007, which
saw a record 64 share sales. Most
companies that went public during
Brazil’s IPO frenzy still trade below
their initial offering prices.

The sale is a secondary offering
of VisaNet shares held by its own-
ers, which include Brazilian banks
Banco Bradesco SA and the state-
controlled Banco do Brasil SA.

Analysts say the
merger would create
little value for
shareholders.
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China loosens lending taps again

Source: Thomson Reuters Datastream
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Emaar Properties’ daily share 
price on the Dubai Financial 
Market, in dirham

T H E WA L L ST R E ET JO U R NA L . MONDAY, JUNE 29, 2009 25



Mixed signals | The U.K. economy’s road to recovery could be bumpy
Workers laid off from van manufacturer LDV line up at the factory in Birmingham, England, this month to learn the details of their layoff packages.

Sources: Thomson Reuters (manufacturing output, house prices); Bank of England (net lending); U.K. Office for National Statistics (savings ratio); photo: Getty Images
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Fellow Democrats present challenges to Obama priorities

Signs of hope emerge in U.K. economy
Financial-services sector sees upturn as business sentiment improves; Brown expected to unveil agenda Monday

ECONOMY & POLITICS

By Nicholas Winning

And Ilona Billington

LONDON—As the U.K. govern-
ment prepares to announce another
set of measures aimed at cushioning
the impact of the recession, signs
are emerging that two of the sectors
worst hit by the economic downturn
have stabilized and may even be
about to recover.

A broad recovery would still be
some way off. Monday’s data are
more optimistic than other recent in-
dicators, such as falling retail sales
and declining bank lending, both
showing that consumers are increas-
ingly feeling the pressure from ris-
ing unemployment and slowing in-
come growth.

Later Monday, Prime Minister
Gordon Brown is expected to outline
a series of proposals, including initi-
atives to improve labor-market con-
ditions, that will form the center-
piece of the government’s agenda
over the next 12 months, a period
during which Mr. Brown will also
have to call an election.

In fending off criticism of his
leadership following disastrous lo-
cal and European election results
earlier this month, Mr. Brown said
at the time that he wanted to reform
a political system sullied by a parlia-
mentary expenses scandal, improve
the delivery of public services and
continue as a prime minister to help
the economy out of the downturn.

There are fresh signs that an eco-
nomic recovery may begin later this
year. According to a quarterly sur-
vey by a leading business group, the
financial-services sector expects
business to pick up in the third quar-
ter after 21 months of decline, but op-
timism is being tempered by expec-
tations of a continued drop in prof-
its, jobs, and investment.

The Confederation of British In-
dustry said that although business
sentiment in the sector rose for
the first time in two years in the
second quarter, the outlook re-
mained challenging due to con-
cerns about soaring levels of bad
debts, new regulations, and the
weakness of the economy.

“Although demand looks like it is
beginning to recover, it is doing so
from a very low base,” said Ian Mc-
Cafferty, the CBI’s chief economic ad-
visor. “We can still expect lower
profitability, significant job losses
and cuts to investment in the com-
ing months.”

A net balance of plus-11 of re-
spondents expected business vol-
umes to increase in the third quar-
ter, the most upbeat level since
March 2007, before the outbreak
of the global credit crisis. The bal-
ance is the difference between the
29% of respondents that expected
a rise in business and 18% that an-
ticipated a drop.

Profitability is expected to de-
cline further, albeit less violently
than in previous quarters. The net
balance for profitability recovered
to minus-23 in the second quarter
from minus-47 in the first, and was
expected to rise further to minus-17
between July and September.

CBI said it expected the sector
to shed 13,000 jobs in the third
quarter, following 15,000 between
April and June and 17,000 in the
first quarter.

In a reflection of the weakness of
the economy, the value of nonper-
forming loans, or bad debts, in-
creased at its sharpest rate since the
survey began in 1989, and a similar
rise was expected in the third quarter.

“Business plans for the year
ahead are largely defensive,” said
John Hitchins, U.K. banking leader
at PricewaterhouseCoopers. “The
probable impact of the recession on
impairment charges and the impact
of new regulation will remain a sig-
nificant preoccupation for the sec-
tor for some time to come.”

Also Monday, property research
firm Hometrack said house prices
were unchanged for the second
straight month in June as demand
for homes is rising more quickly
than the number of available proper-
ties for sale.

The company said house prices

fell just 8.7% on the year, compared
with a 9.6% decline in May.

“A lack of supply and rising de-
mand have combined to prop up
house prices in the last two
months,” said Richard Donnell, Di-
rector of Research at Hometrack.

Hometrack said that since the be-
ginning of the year the volume of
buyers has risen by 36% while the
number of properties for sales has
risen just 6.4%. However, with the
economy remaining in recession and
unemployment set to rise in the com-
ing months, a full recovery of the
housing market is not a certainty.

“The jury is still out as to
whether the momentum gained
over the spring and early summer
can be maintained for the rest of the
year,” Mr. Donnell said.
 —Laurence Norman

contributed to this article.

Optimism, U.K.

Source: CBI/PricewaterhouseCoopers

Note: Survey conducted between May 20
and June 3. All figures are percentage balances
of respondents. 
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By Naftali Bendavid

And Greg Hitt

WASHINGTON—As Congress tack-
les U.S. President Barack Obama’s top
two domestic priorities—climate
change and health care—he faces his
most serious challenges from fellow
Democrats.

The narrow passage Friday of an
environment bill came with nearly
one in four Democrats defecting,
and only after supporters from coal-
producing and agriculture districts
won concessions that eased the im-
pact on business and aggravated
some environmentalists. Prospects
for the measure remain uncertain in
the Senate, even though Democrats

hold a 59-40 voting majority.
Some Democratic defections

were to be expected. Republicans’ ar-
gument that the cap-and-trade pro-
gram would effectively impose a na-
tional energy tax on consumers and
businesses was a message likely to
resonate in conservative congres-
sional districts won by moderate
Democrats in the past two elections.

The friction is emerging despite
the fact that Democrats hold the
White House and overwhelming ma-
jorities in both the House and Sen-
ate. But Mr. Obama, House Speaker
Nancy Pelosi and Senate Majority
Leader Harry Reid are pressing an
unusually ambitious agenda, and
most of the Democrats’ recent gains

came from capturing seats in conser-
vative areas, whose representatives
are less likely to go along with his
more far-reaching plans.

The question is whether the self-
identified centrist Democrats will
end up thwarting Mr. Obama’s key
priorities, or mainly act as an influ-
ence in scaling them back.

While lawmakers in both cham-
bers craft health-care bills for votes
later this summer, some Senate Dem-
ocrats are whittling down provisions
considered sacrosanct by liberal ad-
vocates, reducing proposed subsidies
for the uninsured and opposing the
creation of a government-run plan to
compete with private insurers.

Democratic moderates’ influ-

ence has been felt across an array of
issues. Sen. Ben Nelson (D., Neb.)
helped force a reduction in the price
tag of Mr. Obama’s $787 billion stim-
ulus bill. Other Democrats throttled
an initiative to make it easier for
homeowners to shed mortgage
debts in bankruptcy court. Southern
Democratic opposition has hurt the
prospects of a law making it easier
for unions to organize.

Republicans scoff at the notion
that, on balance, Democrats are mod-
erating their agenda. “Democrats are
pushing a government takeover of
our health-care system that will cost
at least $1 trillion,” Ohio Rep. John
Boehner, the House Republican
leader, said in his weekly radio ad-

dress Saturday. That comes after
“the president and Democrats on Cap-
itol Hill continued their push for
Speaker Pelosi’s national energy tax,”
he said, referring to the climate bill.

White House officials play down
theintrapartytensions.“The reality is
thatitpassed,anditmoveson,”saidAn-
itaDunn,theWhiteHousecommunica-
tionsdirector.“WeareaskingtheCon-
gress to do big things, and big things
are hard.” Another senior Obama aide
suggested that the climate vote “has
helped healthcare enormously,” dem-
onstrating that Congress is capable of
confrontingbigissues.“Itsendsthesig-
nal to everyone that something that
wasn’t supposed to happen, hap-
pened,” the official said.
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China’s reserve judgment
Central bank repeats
call for new currency
in global system
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BEIJING—China’s central bank
reiterated its call for the creation of
a new international currency that
could replace currencies such as the
dollar in countries’ official reserves.

In its annual report on financial
stability, issued Friday, the People’s
Bank of China said the country will
push reform of the international cur-
rency system to make it more diversi-
fied and reasonable. While
it didn’t specifically target
the U.S. currency, it said it
aims to reduce over-reli-
ance on the current reserve
currencies, of which the dol-
lar is the biggest.

“To avoid the shortcom-
ings of sovereign credit cur-
rencies acting as reserve
currencies, we need to cre-
ate an...international re-
serve currency that can
maintain the long-term sta-
bility of its value,” the central bank
said.

The report, a lengthy document
that addressed a broad range of is-
sues, reiterated a proposal made by
bank governor Zhou Xiaochuan in
March to use Special Drawing Rights,
the synthetic currency developed by
the International Monetary Fund, as
a super-sovereign reserve currency.
That proposal, made just before the
G-20 summit in London earlier this

year, appeared in an essay authored
by Mr. Zhou and posted on the cen-
tral bank’s Web site.

The call for a global reserve cur-
rency was among a host of factors ex-
erting pressure on the dollar Friday.
The U.S.currency fell during New York
tradingagainsttheU.K.pound,Austra-
lian dollar, yen, Swiss franc and euro.

The bank’s comments “fuel con-
cern about reserve diversification
undermining the U.S. currency,”
said analysts at Credit Suisse.

Senior Chinese officials, includ-
ing Premier Wen Jiabao, have re-
peatedly expressed concern about
the dollar, which comprises most of

China’s roughly $2 trillion
in foreign-exchange re-
serves. China is concerned
that the dollar’s dominance
exacerbates global finan-
cial imbalances. It also wor-
ries that U.S. government
borrowing to support stim-
ulus spending could lead to
inflation, hurting the value
of China’s holdings.

The bank’s inclusion of
the Special Drawing Rights,
or SDR, proposal in its lat-

est stability report appears to for-
malize the idea as an official view of
the central bank, which ultimately
reports to China’s State Council.

China’s central bank said in the
annual report that under the pro-
posal, the IMF should “manage part
of the reserves of its members” and
be reformed to increase the rights
of emerging markets and develop-
ing countries.

It also urged stronger monitor-

ing of countries that issue reserve
currencies. Central banks around
the world hold more U.S. dollars and
dollar securities than they do assets
denominated in any other individ-
ual foreign currency.

The report, posted on the central
bank’s Web site, comes a day after Li
Lianzhong, an academic at a think
tank under the Communist Party of
China, said China’s yuan should be-
come the fifth currency in the SDR,
joining the U.S. dollar, yen, euro and
sterling. Mr. Li proposed an equal
20% weighting in the SDR basket for
the five currencies.

The central bank report also said
China is facing both deflationary
pressures in the short term and infla-
tionary pressures in the longer
term.

Deflationary pressures have
strengthened this year partly be-
cause of overcapacity in the domes-
tic market due to weak external de-
mand and falling global commodity
prices, the bank said. But the possi-
bility of global price rises after mar-
ket confidence recovers, excessive
money supply and increasing fiscal
deficits in some economies, will
likely create inflationary pressures
in the longer run, the report said.

The central bank’s report echoed
a theme in comments Thursday by
former central bank adviser Yu
Yongding. At a three-day United Na-
tions conference on the economic cri-
sis, Mr. Yu pushed for monetary and
financial-infrastructure reforms.
 —Liu Li, Joan R. Magee

and Riva Froymovich
contributed to this article.

Japan raps Citi over money laundering
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By Rosalind Mathieson

And Philip Vahn

Asian stock markets were mostly
higher Friday, as a rise in crude-oil
prices boosted energy stocks, while
higher base-metal and gold prices

helped commodity
shares.

Japan’s Nikkei
Stock Average of
225 companies

ended up 0.8% at 9877.39, gaining
0.9% for the week.

The Nikkei, which hit an eight-
month intraday high of 10170.82 ear-
lier this month, is on track for its
best quarter, on a percentage basis,
since the July-September quarter of
1995. It has climbed 22% since the
end of March.

There was a muted reaction to
government data showing the core
consumer-price index fell at its fast-
est pace on record in May, down 1.1%
on the year; the drop was in line
with forecasts.

Suzuki Motor added 5.5% in To-
kyo after the Manager Magazine re-
ported that Volkswagen was consid-
ering taking a stake of around 10%.
Bridgestone shares tacked on 8.5%
after it said Thursday it expected to
break even on a net basis this year.

Some analysts had been expecting a
loss.

Nippon Oil was up 3.1% and In-
pex rose 1.8%.

Australia’s S&P/ASX 200 rose
1.2% to 3903.80 and is up for four of
the past five weeks.

In Sydney, Alumina ended up
8.7%, Macarthur Coal added 1.6%
and Woodside Petroleum closed 2%
higher. Qantas Airways gained 1.8%
after it said it had deferred delivery
of some Boeing 787 aircraft and can-
celed orders for others, reflecting a
dramatic downturn in the industry
since the orders were placed.

Hong Kong’s Hang Seng Index
rose 1.8%, to 18600.26, and was up
3.8% for the week. Railway operator
MTR rose 3.2%, catching up with the
recent rally in property developers,
which have risen on expectations a
low interest-rate environment
would last at least until the end of
the year. Sun Hung Kai Properties
rose 3%.

Wing Hang Bank jumped 11%, ex-
tending a 9% rise Thursday on mar-
ket speculation that Industrial &
Commercial Bank of China may
seek to acquire the Hong Kong
lender. However, Wing Hang said it
isn’t involved in acquisition talks
and is unaware of any reasons for
the recent surge in its share price.

Wen Jiabao

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKSBy Yuka Hayashi

And Alison Tudor

TOKYO—Japan’s financial regu-
lator ordered Citigroup Inc.’s Citi-
bank Japan Ltd. to suspend all pro-
motional sales activities in its retail-
banking division for one month as
punishment for lax compliance in
preventing money laundering.

The suspension will start July 15,
the Financial Services Agency said
Friday. The bank, however, is al-
lowed to do business with custom-
ers who voluntarily contact the
bank to purchase its products.

The agency said it has found “fun-
damental problems” with Citibank
Japan’s compliance and governance
systems for detecting and monitor-
ing suspicious transactions, includ-
ing money laundering. The bank
also lacked a sufficient system to
control dealings with “anti-social
forces,” a term used in Japan to de-
scribe organized-crime groups.

The regulatory action is a blow to
Citigroup as the retail-banking busi-
ness is to become the core of its Japa-
nese operations following sales of
its other major business entities,
which are now under way. As part of
the global banking group’s drive to
sell assets to cover its huge mort-
gage-related losses, Citi has agreed
to sell its Japanese brokerage unit,
Nikko Cordial Securities, to Japa-
nese bank Sumitomo Mitsui Finan-
cial Group.

It also is in the final stage of nego-
tiations to unload Nikko Asset Man-
agement, a mutual-fund unit, to
Sumitomo Trust & Banking Co. for
more than 100 billion yen ($1.05 bil-
lion), people familiar with the mat-
ter said. Minority shareholders in Ni-
kko AM also will likely sell their
shares to the Japanese firm, one of
the people said.

Citibank Japan’s retail- and cor-

porate-banking businesses rack up
about $2 billion of sales annually.
The financial impact of the suspen-
sion is likely to be minimal given
that the suspension will occur dur-
ing slow summer months.

Citi has run afoul of Japanese reg-
ulators before. In 2004, the FSA
closed its private-banking business-
over violations that ranged from fail-
ure to follow guidelines to prevent
money laundering to overly aggres-
sive sales tactics. Charles Prince,
Citigroup’s chief executive at the
time, bowed deeply for seven sec-
onds, as a sign of his contrition over
the incident.

In a statement, Citibank Japan
said it is “deeply apologetic” for not
sufficiently resolving problems, in-
cluding those raised in 2004. “Citi-
bank Japan is committed to focus all
necessary resources to implement
every necessary measure to prevent
future occurrence,” the bank said.
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Hariri acts in Lebanon
Premier-designate
takes steps to form
a new government

Lebanon’s prime minister-designate,
Saad Hariri.

Doubt raised on climate-bill tariff

U.S. weighs more rights
for Guantanamo inmates

By Chip Cummins

And Nada Raad

Lebanese prime minister-desig-
nate Saad Hariri started efforts at
forming a new government over the
weekend, following his election vic-
tory earlier this month over an oppo-
sition backed by Hezbollah.

Lebanon’s president tapped Mr.
Hariri on Saturday to cobble to-
gether the country’s next cabinet, a
task that many analysts expect to be
as difficult as the June 7 parliamen-
tary election. Despite some polls pre-
dicting big gains by the opposition,
Mr. Hariri’s Western-backed coali-
tion managed to hold onto its major-
ity in parliament.

The weekend elevation of Mr.
Hariri, the 39-year-old billionaire
son of the late former Prime Minis-
ter Rafik Hariri, was expected. But it
marks what many analysts say could
be a fresh, hopeful chapter in Leba-
non’s recent, tumultuous politics.

Lebanon has long served as a
proxy battleground for some of the
region’s bigger powers. Most re-
cently, Mr. Hariri’s so-called March
14 movement, backed by the U.S.,
Western European powers and
Saudi Arabia, clashed with the oppo-
sition March 8 bloc, led by Hezbol-
lah and backed by Iran and Syria.

But amid a fast-shifting political
landscape across the Middle East,
both sides—and their various spon-
sors—appear to have a new interest
in seeing Lebanon stabilize.

“March 14 and March 8, and their
patrons, have agreed to disagree,
but have also agreed to coexist,”
says Paul Salem, director of the Car-

negie Middle East Center in Beirut.
Relations between two key Leba-

non power brokers—Washington
and Damascus—are suddenly on the
mend. The U.S. has long blamed Syr-
ian President Bashar Assad for med-
dling in Lebanese affairs. Syria has
been widely accused of orchestrat-
ing the killing of Mr. Hariri’s father
in 2005, a charge Damascus denies.

Mr. Hariri inherited his father’s po-
litical machine. His bloc has clashed
repeatedly and sometimes violently
with the Hezbollah-led opposition. A
stalemate between the two sides
largely paralyzed the government.

The standoff ended only last
year, when Hezbollah sent gunmen
into the streets of Beirut. That
forced a political compromise that
gave the opposition more political
power and paved the way for this
month’s vote.

Recently, Western diplomats
have given Mr. Assad credit for his
hands-off approach to Lebanon.

Last week, the U.S. indicated it
would name a new ambassador to
Damascus, after a four-year ab-
sence. Tense relations between
Syria and sometimes-rival Saudi
Arabia also appear on the mend.

The Obama administration,
meanwhile, has embarked on an am-
bitious Mideast outreach that some
analysts say has cooled tensions
across the region and—by extension—
eased friction between political fac-
tions in Beirut.

Since the election, an unusual at-
mosphere of compromise appears
to have descended on Beirut. Hezbol-
lah and its allied didn’t challenge re-
sults. Late last week, Mr. Hariri held
a rare meeting with Hezbollah
leader Hassan Nasrallah.

Despite the election disappoint-
ment, Hezbollah has consolidated
its political power in Lebanon. Ana-
lysts say they expect the Shiite politi-
cal and militia group— designated a
terror group by Washington—will
want to play an active, though low-
key, role in the next government.
Amid the last two weeks of unrest in
Iran, its chief backer, Hezbollah
could be even more unlikely to want
to rock the boat.

Nawwar Saheli, a Hezbollah
member of parliament, said in an in-
terview that the opposition wants
“correct and effective participa-
tion” in the next cabinet.

Mr. Hariri says he will invite
the opposition into the next gov-
ernment. But in an interview with
The Wall Street Journal before the
results of the election were an-
nounced, he also said he believes
the current system that allows the
opposition veto power over most
big decisions is unconstitutional.
That, and the issue of whether
Hezbollah should disarm, will
likely continue to be contentious
issues between the two sides in
the coming weeks.

By Jess Bravin

WASHINGTON—The U.S. Justice
Department has determined that de-
tainees tried by military commis-
sions in the U.S. can claim at least
some constitutional rights, particu-
larly protection against the use of
statements taken through coercive
interrogations, officials said.

The conclusion, explained in a
confidential memorandum issued
last month, could alter significantly
the way the commissions operate,
and has created new divisions
among the agencies responsible for
overseeing the commissions. De-
fense Department officials warn
that the Justice Department posi-
tion could reduce the chance of con-
victing some defendants. Military
prosecutors have said involuntary
statements comprise the lion’s
share of their evidence against doz-
ens of terrorism suspects now held
at the detention center in Guantan-
amo Bay, Cuba.

The view, from President Barack
Obama’s Justice Department, is a
sharp turn from that of the Bush ad-
ministration, which argued that de-
tainees have no constitutional
rights. The dispute over what rights
military-commission defendants
can claim has intensified as Presi-
dent Obama tries to implement his
decision to close the Guantanamo
prison by January 2010.

The prison currently holds about
230 inmates, U.S. officials say. Of
those, more than 50 have been
cleared for release. About 100 may
be held indefinitely because the U.S.
lacks evidence to prosecute them
but believes that they could be dan-
gerous in the future. Roughly 50 or
60 are expected to be tried in the mil-
itary commissions established by
President George W. Bush after the
Sept. 11, 2001 terrorist attacks.

Several aspects of the commis-
sions and their related detention sys-
tem been invalidated by the Su-
preme Court. A Justice Department
task force has been seeking ways to
try prisoners by military commis-
sion that would be more likely to sur-
vive further constitutional chal-
lenge. The task force is scheduled to
complete its work by July 21.

As part of that process, the task
force asked the Justice Depart-
ment’s Office of Legal Counsel
which constitutional rights, if any,
would apply if the president held
military commission trials in the
U.S., officials said.

In a May 4 memorandum, David
Barron, acting assistant attorney
general overseeing the office, re-
sponded that there is a “serious
risk” that federal courts “would
adopt a constitutional due-process
approach” when evaluating military
commission trials, people familiar
with the memo say.

Mr. Barron advised that federal
courts were unlikely to require strict
adherence to Bill of Rights provisions
spelling out specific procedures,
such as the Sixth Amendment speedy
trial right, or the Miranda warning,
which the Supreme Court imposed in
1966 to ensure compliance with the
Fifth Amendment right against self-
incrimination and the Sixth Amend-
ment right to an attorney.

But Mr. Barron advised that
courts were likely to view the use of
coerced statements to convict and
punish defendants as violating any
definition of the Fifth Amendment’s
Due Process Clause, which courts
have cited in establishing a baseline

of fundamental rights. As a result,
some officials believe a legislative
fix to the Military Commissions Act
should include additional rights for
defendants in order to lower the
chances courts would strike it down.

“The more you can due-process-
proof it, the better,” one official
said.

Mr. Barron, a professor on leave
from Harvard Law School, is tempo-
rarily in charge while Mr. Obama’s
nominee to head the legal-counsel
office, Indiana University law profes-
sor Dawn Johnsen, awaits Senate
confirmation.

Mr. Barron’s conclusion has met
opposition in the Pentagon.

“We believe that military com-
missions, as distinct from other
courts, are designed to not provide
constitutional rights,” Navy Capt.
John F. Murphy, the Obama adminis-
tration’s chief military prosecutor,
said in an interview.

The one exception, he said, was
that created by the Supreme Court
last year, when it ruled that the Mili-
tary Commissions Act of 2006 un-
constitutionally stripped Guantan-
amo detainees of habeas corpus, a le-
gal proceeding to challenge unlaw-
ful detention.

“ Th e re i s a s c h o o l o f
thought...that if they actually con-
vene these things in the [U.S.], the
courts will quickly find that all the
due-process constitutional stuff we
deal with in criminal courts will be
applicable,” said another military of-
ficial familiar with the discussions
“The main push for this argument
comes out of DOJ and OLC,” the offi-
cial said. “It hasn’t gotten a lot of
traction with other folks.”

This person said that Pentagon
officials preferred not to provide de-
fendants additional rights unless
courts forced them to.

On the other side, criminal de-
fense lawyers representing Guantan-
amo detainees say that simply recog-
nizing due process, without other
constitutional rights, will not fix a
system they contend is stacked
against defendants. “The minute
they’re making a distinction of
‘what we can get away with’ ... they
are creating something of dubious
legal viability,” said Cmdr. Suzanne
Lachelier, a Naval Reserve lawyer ap-
pointed to represent alleged Sept. 11
conspirator Ramzi Binalshibh.

By trying to patch a system that
has been beset for years by internal
disarray and court setbacks, “they
are buying themselves more legal
problems,” she said. Rather than the
“swift and certain justice” that Presi-
dent Obama has promised, it
“means years of appeals when we’re
challenging all of these issues—
most of which have already been re-
solved” for trials in courts-martial
or federal court, she said.

The Obama administration
hasn’t publicly acknowledged the ex-
istence of the May 4 memorandum.
The White House declined to com-
ment Sunday.

Mr. Barron said he couldn’t com-
ment on the matter and referred
questions to the Justice Depart-
ment’s public-affairs office. A
spokeswoman there declined to con-
firm the memorandum’s existence
or discuss whether detainees had
constitutional rights, citing “ongo-
ing deliberations.” Capt. Murphy, an
assistant U.S. attorney before he
was activated from the Naval Re-
serve, said he couldn’t comment on
“any document the government
may or may not have generated.”

ECONOMY & POLITICS

By Greg Hitt

And Stephen Power

WASHINGTON—U.S. President
Barack Obama said newly passed
House legislation aimed at curbing
greenhouse-gas emissions repre-
sents “an extraordinary first step,”
but cast doubt Sunday on the bill’s
call for tariffs on goods from coun-
tries that don’t match U.S. efforts to
combat global warming.

The 1,200-page bill—formally
known as the American Clean En-
ergy and Security Act—will reach al-
most every corner of the U.S. econ-
omy. By putting a price on emissions
of greenhouse gases, such as carbon
dioxide, the bill would affect the
way electricity is generated, how
homes and offices are designed,
how foreign trade is conducted and
how much Americans pay to drive
cars and heat their homes.

The House bill, approved by a
219-212 vote Friday evening, would
mandate that 15% of U.S. electricity
come from renewable sources such
as wind and solar power by 2020, po-
tentially expanding the market and
profit potential for companies in
those sectors.

But it isn’t clear how much of the
sprawling House bill will survive in
the Senate, where moderate Demo-
crats and Republicans could form a
majority that backs less ambitious ac-
tion. Among the potential problem ar-
eas is a provision that would impose

tariffs on goods imported from coun-
tries that don’t match U.S. carbon-di-
oxide restrictions—a slap at China
and India that some business inter-
ests fear could provoke a trade war.

Supporters say the proposed tar-
iff is needed to shield U.S. firms
from unfair competition. Under the
broader bill, the tariff would take ef-
fect in 2020, and would fall on a
range of products from countries
that do not adopt programs to curb
heat-trapping emissions.

“At a time when the economy
world-wide is still deep in a reces-
sion, and we’ve seen a significant
drop in global trade, I think we have
to be very careful about sending any
protectionist signals out there,” Mr.
Obama said.

In an interview with newspaper
reporters, Mr. Obama vowed to give
the idea some “careful analysis” and
said he was “mindful” of the need to
level the playing field internation-
ally for U.S. companies. But Mr.
Obama suggested that “there may
be other ways of doing it than with a
tariff approach.”

The measure is intended to pro-
tect trade-sensitive U.S. industries,
including steel and cement, and in-
clusion of the proposal helped build
support among lawmakers from
Rust Belt states. Among other
things, the proposal is designed to
give Congress some leverage to
force imposition of the border fee, if
the president at the time resists.

Business factions split on the bill.
The Edison Electric Institute, which
represents investor-owned utilities,
backs it. Other companies—particu-
larly those with big investments in
alternatives to fossil fuels—praise
the vote. “The House has taken an im-
portant first step on a road that will
help the industry scale to a point at
which we no longer need govern-
ment incentives,” said Bryan Ashley,
vice president of Suniva, Inc., a Geor-
gia solar cell manufacturer.

The U.S. Chamber of Commerce
and the National Association of Manu-
facturers lobbied against passage.
Groups that represent airlines, oil pro-
ducers and mining companies ex-
pressed disappointment, saying the
bill, if enacted, would lead to onerous
new costs to consumers. “It will affect
every aspect of the American econ-
omy, harming our ability to compete
inthe world and provide secure and af-
fordable energy to American consum-
ersand businesses,” the National Min-
ing Association said in a statement.

The nonpartisan Congressional
Budget Office has estimated the bill
would have a modest impact on fam-
ily budgets. The CBO projected an an-
nual economywide cost in 2020 of
$22 billion, or about $175 per house-
hold. The CBO’s study didn’t con-
sider the broader effect of the legis-
lation on employment or gross do-
mestic product.
 —Russell Gold

contributed to this article.
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U.S. judge reviews bail,
flight risk of Stanford

Companies race to ‘amend to extend’ debt
Firms look ahead
to $440 billion loans
maturing in 3 years

By Serena Ng

And Kate Haywood

Looking ahead to a pileup of debt
maturing in the next few years,
some companies are refinancing
their loans now, fearful that the win-
dow in the credit markets could
close at any time.

Companies such as SunGard
Data Systems Inc. and Cablevision
Systems Corp. are buying extra time
to repay their debts—even though
many of their loans don’t mature un-
til 2012 to 2014.

These companies seek to side-
step what is likely to be the biggest
ever wave of loan refinancing
among risky companies as $440 bil-
lion in debt comes due in a span of
three years. That is about 85% of the
$518 billion in current leveraged
loans outstanding, according to

Standard & Poor’s Leveraged Com-
mentary & Data.

Some firms have asked holders
of their loans to give them two or
three additional years to repay, of-
fering higher interest rates to lend-
ers that agree. Others are issuing
junk bonds or stock, using the cash
raised to repay some of their loans
well ahead of schedule.

The pre-emptive moves demon-
strate concern about the bubble of
lending that developed from 2005
to 2007. Bankers and borrowers
alike worry that the overhang could
create serious problems in the years
ahead if financial markets don’t heal
enough to allow hundreds of non-in-
vestment-grade companies to refi-
nance their debt.

The rush to refinance under-
scores the fragility of the recent re-
covery in the credit markets, which
has pulled up prices of risky corpo-
rate bonds and leveraged loans over
30% this year. “It’s hard to predict
how many windows will be open be-
tween now and when you actually
need to refinance or pay off debt,”
says Michael Ruane, chief financial
officer of SunGard.

Earlier this month, the financial-
services technology company
reached an agreement with its lend-
ers to extend the maturity of $2.5 bil-
lion in loans by two years and bump
up its interest payments by about
two percentage points a year.

Back in 2005, the takeover of Sun-
Gard by private-equity firms
marked the start of a wave of giant
leveraged buyouts that were fi-
nanced with multibillion-dollar le-
veraged loans. SunGard had roughly
$5 billion in term loans scheduled to
mature by 2014, but now half of that
will come due in 2016.

“We decided to deal with it
sooner rather than wait until 2014,”
Mr. Ruane says. “Who knows what
the markets will be like then?”

Other firms are trying to get in
front of the refinancing wave, fear-
ing that a late-stage rush by many
companies to raise money at the
same time could add further stress
to the markets.

“We figured it would be good for
everyone if we bought some sort of
an insurance policy by reaching an
agreement with our lenders to ex-
tend our loan,” says Seifi Ghasemi,
chief executive of Rockwood Hold-
ings Inc.

The Princeton, N.J., chemicals
company recently extended the ma-
turity of $1.2 billion in loans by two
years to 2014.

Rockwood agreed to pay its lend-
ers 4.25 percentage points above a
minimum London interbank offered

rate of 2%. The rate on its loan was
previously 1.75 percentage points
above Libor.

“Now we can concentrate on run-
ning our business over the next five
years without worrying too much
about refinancing,” Mr. Ghasemi
says, adding that the whole exercise
took about three weeks.

In recent weeks, hospital opera-
tor HCA Inc., Georgia-Pacific
Corp. and Weight Watchers Inter-
national Inc. have approached
their lenders about possible loan
extensions.

So far this year, companies have
obtained or sought extensions on at
least $11 billion in loans, according
to S&P LCD.

The loan-extension wave,
dubbed “amend to extend” by mar-
ket participants, is proving to be a
cheaper alternative for companies
than issuing new debt.

“It’s like self-help—instead of
finding new lenders, companies are
asking their existing lenders to
help,” says Denis Coleman, co-head
of leveraged finance at Goldman
Sachs Group Inc.

Extending an entire loan isn’t
easy—borrowers typically need ap-
proval from all lenders to push out
the maturity or to change other ma-
jor terms of their loan agreements.
So companies are taking a less oner-
ous path of extending the maturity
on a portion of the loan, a move
that requires just 50.1% lender ap-
proval. The rest is typically kept at
the old terms.

“Companies don’t want to run up
against their maturities and their
lenders don’t want them to default.
Exchanging yield for maturity helps
both parties meet halfway,” says
Andy O’Brien, co-head of leveraged
finance at J.P. Morgan.

While the amendments are help-
ing companies buy time, there are
risks. If the economy doesn’t re-
cover sufficiently, the strategy may
simply delay the day of reckoning
for many risky borrowers.

Mr. Ruane of SunGard says his
firm decided to fork out more in in-
terest now to remove some uncer-
tainty about the future.

“Time will tell whether this was a
good decision,” he says.

Gudmundsson appointed
Iceland Central Bank head

By Miguel Bustillo

Texas financier R. Allen Stanford
was to remain in jail until Monday
while a federal judge reviews a pros-
ecution request to deny him bail as a
flight risk.

The head of Stanford Financial
Group, who is being held on charges
he orchestrated a multibillion-dollar
Ponzi scheme, had been granted con-
ditional bail Thursday by U.S. Magis-
trate Frances Stacy in Houston.

But federal prosecutors on Fri-
day appealed the decision to grant
the $500,000 bond, arguing that Mr.
Stanford was likely to try to flee the
country, given his high-placed con-
nections in foreign governments,
friends who think nothing of lend-
ing him large sums, an Antiguan
passport he hadn’t disclosed and,
possibly, access to tens of millions
of dollars in investors’ money.

U.S. District Judge David Hittner
said the claims were worth revisit-
ing, and scheduled a hearing for
Monday, rejecting arguments by Mr.
Stanford’s defense attorney, Dick De-
Guerin, that he already had shown

the financier wasn’t a flight risk.
Among the evidence cited by

prosecutors: testimony from a pilot
who flew Mr. Stanford to Libya and
Switzerland before government offi-
cials raided his Houston offices; tes-
timony from a friend of Mr. Stan-
ford’s daughter who gave him
$36,000; and claims that $100 mil-
lion was withdrawn from a Swiss
bank account Mr. Stanford con-
trolled.

R. Allen Stanford arrives at the federal
courthouse in Houston on Thursday.
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By Natasha Brereton

LONDON—Mar Gudmundsson,
deputy head of the Bank for Interna-
tional Settlement’s monetary and
economic department, will become
head of the Central Bank of Iceland
on Aug. 20, taking over from interim
governor Svein Harald Oygard.

The central bank said in a state-
ment that Prime Minister Johanna
Sigurdardottir had appointed Mr.
Gudmundsson to a five-year term.
The current interim deputy gover-
nor, Arnor Sighvatsson, was given a

formal four-year appointment effec-
tive Wednesday.

Prior to his job at the BIS, Mr.
Gudmundsson worked at Iceland’s
central bank for about two de-
cades, including more than 10
years as its chief economist. He
also served as an economic adviser
to the finance minister. Mr. Oyg-
ard, a former assistant finance min-
ister, succeeded David Oddsson,
who was forced out earlier this
year in the wake of the collapse of
the country’s three largest banks
and a financial meltdown.
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