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The great u-turn

Migration flows reverse as
work in rich world dries up
News in Depth, pages 16-17
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Clockwise, from top left: Voters in Romania, Slovakia, Bulgaria, Germany and Spain cast ballots in European parliamentary elections.

Europeans punish ruling parties
Extreme-right and rival groups gain in parliamentary elections marked by crisis, low turnout
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CAC 40 3339.05 +0.82

Euro $1.4019 -1.12
Nymex crude $68.44 -0.54

Governments from Ger-
many to Ireland lost seats to
rivals and extreme-right
fringe parties in European
Parliament elections, as vot-
ers punished ruling parties in
many parts of the Continent
on Sunday.

Political leaders and ana-
lysts described the vote, in-
volving an electorate of 385
million across 27 nations, as a
bellwether for the public’s
mood in the wake of a crisis
that has cost hundreds of
thousands of jobs.

Voters voiced their un-
ease by sending record num-
bers of far-right candidates
to Brussels—or by staying
home. Turnout fell for the sev-
enth straight time, to a
record low of 43.01%, accord-
ing to preliminary estimates,
despite a concerted effort by
European Union civil ser-
vants to get out the vote
through splashy ad cam-
paigns.

There was no clear shift to-
ward leftist parties, despite
wide public blame of free-
market policies for the finan-
cial crisis. The European Peo-
ple’s Party, an umbrella group
of center-right parties, ap-
peared likely to maintain its
status as the largest parlia-
mentary group.

German Chancellor Angela
Merkel’s conservative Chris-
tian Democrats won a rela-
tively strong result with only
four months to go until na-
tional elections in September.

Early results and exit polls
suggested the CDU would get
38% of the vote in the EU’s
most populous country, down
from 44% in 2004. However,
Ms. Merkel’s main rivals and
governing coalition partners,

the left-leaning Social Demo-
crats, did much worse. They
were on course to get only
about 21% of the vote—the
party’s worst result in a Ger-
man nationwide election,
whether for the national par-

liament or for the European
Parliament, since March
1933, shortly after Adolf Hit-
ler became Chancellor.

The Social Democrats
have been losing voter sup-
port since they cut back Ger-

many’s welfare state under
Ms. Merkel’s predecessor as
chancellor, Gerhard
Schröder, a policy that alien-
ated much of the party’s work-
ing-class base. “We were ex-

Please turn to page 31

“Meltbrown”
The British prime minis-
ter is dying a slow politi-
cal death. Page 13

Money & Investing: European small-cap stocks see some light after a dark 2008
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By Loretta Chao

BEIJING—China plans to
require that all personal com-
puters sold in the country as
of July 1 be shipped with soft-
ware that blocks access to cer-
tain Web sites, a move that
could give government cen-
sors unprecedented control
over how Chinese users ac-
cess the Internet.

The government, which
has told international PC mak-
ers of the requirement but
has yet to publicly announce
it, says the effort is aimed at
protecting young people from
“harmful” content—prima-
rily pornography, say execu-
tives involved in the effort.

But the Chinese govern-
ment has a history of censor-
ing a broad range of Web con-

tent. While the software
needn’t be preinstalled on
each new PC—it may instead
be enclosed on a compact disc—
the new requirement could
force PC manufacturers to
choose between refusing a
government order in a major
market or opening them-
selves to charges of abetting
censorship.

Industry executives also
warn that the software could
cause PCs to malfunction, and
could make them more vulner-
able to hacking.

Foreign industry officials
who have examined the soft-
ware say personal informa-
tion could be transmitted
through the software and
that it will be difficult for us-
ers to tell what exactly is be-

Please turn to page 31

China plans to block

Web sites on new PCs

By John W. Miller and
Charles Forelle in Brussels
and Marcus Walker in
Berlin

Inside

Markets

Chinalco’s failed Rio Tinto
deal shows cash-strapped
producers have more alterna-
tives than they did a few
months ago. A rally in com-
modity prices has drawn
new investment opportuni-
ties, and funding is becoming
easier to find. Page 32

n Frontier markets are gain-
ing allure as investors antici-
pate these economies have
room for sharper improve-
ments in productivity and
personal wealth. Page 19

n Oil prices reached $70 a
barrel Friday before slipping.
Some say crude’s recent
surge is setting up a repeat
of last year’s tumble. Page 21

n Roger Penske agreed to
buy rights to Saturn’s dealer
network and name but not
its production plants. Page 3

n The U.S. government
pressed for an alliance be-
tween Chrysler and Fiat de-
spite the Detroit auto mak-
er’s reservations. Page 4

n Ford will face leaner, bet-
ter-financed domestic rivals
as a result of the Chrysler
and GM bankruptcies. Page 5

n The U.K.’s Brown an-
nounced a reorganization of
his cabinet that appeared to
shore up his command of
the Labour Party. Page 9

n Lebanon’s tight race for par-
liament drew high voter turn-
out, as Hezbollah’s bloc looked
set to make gains. Page 10

n Pakistani tribesmen angry
over a bombing at a mosque
laid siege to several Taliban
strongholds in the northwest,
killing at least 11 militants.

n Cadbury is taking aim at
lower-income people in India,
hoping to gain millions of cus-
tomers with chocolates that
sell for pennies. Page 6

n Expensive diabetes drugs
did no better than cheaper
treatments at preventing
deaths in a study of diabetics
with heart disease. Page 30

n Ukraine’s Prime Minister
Tymoshenko said talks with
the main opposition party on
forming a coalition collapsed.

n Obama paid tribute to the
Allied landings that broke Nazi
Germany’s grip on France in
a speech Saturday marking
the 65th anniversary of D-day.

n Roger Federer won his
first French Open champion-
ship to tie Pete Sampras’s
record of 14 major titles and
complete a career Grand Slam.

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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“We create our own real-
ity.” The words are attrib-
uted to one of U.S. Presi-
dent George W. Bush’s aides
speaking a few years ago.
But they could just as easily
describe Washington’s and
Beijing’s impact on the com-
modities market now.

With oil inventories high
and demand down year to
year amid surging prices,
“fundamentalists” are puz-
zled. Market participants,
however, always have an
eye on the future and lock-
ing in a profit.

Recently, commodities
bulls have been aided by the
Federal Reserve keeping rates
low and banks’ short-term
funding flowing. This facili-
tates commodities trading
and stokes fears of inflation.
As cash flows into oil futures,
their prices rise relative to
spot prices. That makes it
profitable to buy physical oil,
store it and sell it forward.

Energy economist Phil
Verleger demonstrates how
lucrative this can be. On
March 1, the cash price of
light, sweet crude was
$40.15 a barrel, while the
12-month forward contract
sold for $50.26. Assume an
investor bought the physical

barrel borrowing 80% of the
money at a rate of 3%, sold
it forward, and paid 50
cents a month for storage.
The resulting profit of $3.15
a barrel equates to a 39% re-
turn on investment.

In reality, financing and
storage costs aren’t static.
As spot prices have risen
faster than futures, the vola-
tile trade recently turned un-
profitable: On Friday, the re-
turn was zero.

Rapid liquidation of inven-
tories could crash prices. Fi-
nancial-services provider
GaveKal puts global commer-
cial inventories at six billion

barrels. Crudely calculated,
that is more than $400 billion
of working capital tied up.

Yet oil has held up. Infla-
tion fears aside, the “green
shoots” thesis also lends
support, although this is
self-reinforcing: The more
optimism on the economy,
the more oil prices rise, fuel-
ing more optimism. On that
reading, last July’s $145 a
barrel should have beto-
kened eternal prosperity.

Recently, the “decou-
pling” thesis has resurfaced.
China’s official growth fig-
ures, while bowed, remain
positive. In the first quarter,
China took 75% of the
world’s seaborne iron ore,
according to Macquarie
Bank.

China’s appetite for com-
modities is well-established,
but the card looks over-
played this time. China is
big, but not that big. In the
first quarter, it accounted
for 9% of global oil demand,
compared with 55% for the
industrialized world.

Most of the recent surge
in apparent consumption
also reflects Beijing’s stimu-
lus efforts and likely stockpil-
ing of resources at cheaper
prices. Sanford C. Bernstein

estimates the first phase of
China’s strategic petroleum
reserve may have boosted
imports by 400,000 barrels
a day in March and April.

The elusive ingredient is
much higher domestic con-
sumption in China. Stimulus
dollars helped push up fixed-
asset investment by almost
one-third in the first quar-
ter, but consumer spending
grew by less than 10%.

Stephen Roach, chairman
of Morgan Stanley Asia,
says China remains too
weighted to foreign trade,
with private consumption
accounting for only 36% of
gross domestic product.

Unlike in previous eco-
nomic crises, current infra-
structure-focused stimulus
efforts are unlikely to segue
neatly into a rebound in ex-
port markets, as recovery
elsewhere will be slow.
Beijing’s coffers are large and
will likely offer a brake on
sudden falls in commodities
prices. Ultimately, however,
the danger for China, and
commodities bulls, is that
Beijing’s efforts fail to fully
offset the harsh realities af-
flicting the world economy
as a whole. —Liam Denning

Higher prices out of style
Even the brightest fash-

ions eventually fade with
the change of seasons. This
fall, investors will get to see
how apparel retailers have
adapted to the world’s new
economic realities.

Recent quarters have
been largely a battle to mini-
mize the impact of discount-
ing as retailers cleared ex-
cess inventory, ordered dur-
ing healthier economic
times. But by the third quar-
ter, inventories should be at
much more realistic levels.

That should mean fewer
margin hits. But the battle
for revenue will continue. Be-
low the elevated sphere of
Hermès International and
LVMH Moët Hennessy Louis
Vuitton, nearly every apparel
retailer is reducing the price
of nonsale items. Coach has
adapted its product mix to
achieve a 10% to 15% reduc-
tion in unit prices next fiscal
year. Abercrombie & Fitch in
May also announced “mean-
ingful” price reductions.

Prices are being sized to
fit. Even though Coach’s
new line is less expensive,
the company plans to keep
full-price margins steady.
But unless they can also gen-
erate higher unit sales, reve-
nue will suffer. That looks

challenging given the ex-
treme, and warranted, cau-
tion on inventories as con-
sumers continue to build
savings rather than spend.

That is a contrast to the
early part of the decade. Be-
tween 2003 and 2006, aver-
age unit sale prices rose 8%
for the few apparel retailers
that disclose figures, accord-
ing to Goldman Sachs’s
Michelle Tan. For the likes
of Abercrombie and Limited
Brands, that likely meant
better margins, because
sourcing from areas such as
Asia was reducing costs.

The trend was more sig-
nificant for luxury retailers,
although they were partly
keeping up with the soaring
value of the euro. Much of
their product is manufac-
tured in Europe. Customers
with rising portfolios and
easy access to credit took
the price increases in stride.

Now, retailers face both
falling sales and prices. Mor-
gan Stanley’s Michelle Clark
estimates fall merchandise
orders for department stores
are down 10% to 20%. That
should start returning mar-
gins to more normal levels. A
return to the retail profits of
the boom is a long way off.
 —John Jannarone

China’s resources quest faces new hurdles
Failed deal shows
producers in need
have alternatives

Reality bites for commodities

China’s thirst for natural re-
sources has become a lot more diffi-
cult to quench.

The collapse Thursday of Alumi-
num Corp. of China’s $19.5 billion ef-
fort to boost its stake in Anglo-Aus-
tralian mining company Rio Tinto
shows that cash-starved producers
of everything from oil to metals
have more alternatives than they
had just a few months ago.

Back then, China looked like one
of the few ready sources of funds.
But a rally in commodity prices in re-
cent weeks—oil Friday traded as
high as $70.32 a barrel for the first
time this year—has drawn new in-
vestment opportunities, and fund-
ing is becoming easier to find as the
credit crisis eases.

Both factors doomed the bid by
the state-owned Chinese company,
known as Chinalco. While deal
watchers don’t predict an end to
China resource deals, they see a
more competitive landscape and ex-
pect smaller moves.

“Chinalco saw an opportunity
and, unfortunately, the market
turned against them before they
could execute,” said Antony Dapi-
ran, a partner in the Shanghai office
of law firm Freshfields, Bruckhaus
Deringer LLP.

Mr. Dapiran said he believes
China will be more inclined to pur-

sue other means, such as more of the
loans-for-natural-resources deals it
has executed recently with Russian
and Brazilian energy companies, or
long-term supply contracts. Chi-
nese companies are also expected to
pursue smaller deals that kick up
less political fuss and focus more on
the developing world, where China
has more clout.

Meanwhile, Rio Tinto could face
its own deal scrutiny from antitrust
regulators. A proposed 50-50 joint
venture between the mining giant
and rival BHP Billiton that would
combine iron-ore assets in Western
Australia is likely to face antitrust
scrutiny in Europe and elsewhere.
The two companies and Brazil’s Cia.
Vale do Rio Doce SA control about
70% of the market for iron-ore ex-
ports, a vital source of raw materials

for steelmakers in Asia and Europe.
The World Steel Association, an

industry group, said it “cannot see
how this JV could be in the public in-
terest, and thus it should not be al-
lowed to proceed.” BHP Chief Execu-
tive Marius Kloppers said the compa-
nies would maintain separate mar-
keting departments and that the ar-
rangement wouldn’t affect price ne-
gotiations with major steelmakers.

When Chinalco announced its of-
fer this year to raise its Rio Tinto
stake to about 18% from 9%, China
had become one of the only sure
sources of financing in a world
where credit had dried up.

From the beginning, the deal’s
structure caused problems. It gave
Chinalco the right to buy $7.2 billion
of convertible bonds. Some Rio
Tinto shareholders immediately be-

gan to campaign for the right to buy
into the issue on similar terms.

New Rio Tinto Chairman Jan du
Plessis met with his BHP counter-
part, Don Argus, in April in Sydney,
say people familiar with the matter.
BHP had made an overture that
would lay the groundwork for the
iron-ore venture, one of the people
says. Mr. du Plessis also canvassed
shareholders, and after hearing
their complaints he said he wouldn’t
submit a transaction he thought
they would reject.

The clock was also working
against Chinalco. Australian regula-
tors in March had extended a dead-
line for approving the deal until mid-
June. That left time for a commodi-
ties rally that reduced the deal’s ap-
peal to Rio. In fact, much of the
changing sentiment was driven by

expectations of a rebound in China.
As Rio Tinto began to talk publicly
about a plan B, it became apparent
that the company was losing inter-
est in Chinalco’s offer.

In May, Rio Tinto shares reached
the convertible bonds’ first strike
price of £30, or $48 a share, a level
that nobody involved had expected
them to reach for some time. That in-
creased the value of the bonds for
Chinalco, and it became clear the
deal would need to be renegotiated.

Rio began talks with Chinalco
over renegotiating the existing
tie-up and with BHP, say the people
familiar with the matter. Chinalco
was informed of the BHP talks, and a
three-way deal was also considered,
one of the people says.

The Chinalco talks, which in-
cluded Chairman Xiong Weiping,
came to a head last week in Austra-
lia, where he worked with invest-
ment bankers preparing an alterna-
tive package, according to people fa-
miliar with the matter. One person
says Chinalco was willing to cancel
the convertible-bond issuance,
agree to a rights offering for exist-
ing shareholders and give up its
right to two board seats if it could in-
crease its stake to 15%.

But Rio Tinto and BHP reached
their iron-ore pact instead.

A person close to Chinalco says
the Chinese company is keeping its
options open. One possibility: sell-
ing its current 9% Rio Tinto stake,
which has rebounded along with the
commodities markets. Chinalco said
Friday it hasn’t decided how it will
respond to the $15.2 billion rights of-
fering announced Thursday.

—Alex Wilson
and Chuin-Wei Yap

contributed to this article.

Source: Thomson Reuters Datastream

Rio Tinto
Friday: 72.49 Australian dollars 
($58.20), up 91% year-to-date
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Rio Tinto’s CEO, Tom Albanese, left, and Marius Kloppers, the CEO of BHP Billiton, 
at a meeting in Melbourne, Australia, Friday. The two companies announced a 
new venture to combine iron-ore assets in Western Australia.
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Oil gusher

By Dana Cimilluca,
Rick Carew and Shai Oster
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Airlines survive but need new flight plan
On eve of meeting,
IATA sees big losses;
major culling ahead?
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By Daniel Michaels

The airline industry has deliv-
ered a surprise amid the global eco-
nomic meltdown—it didn’t col-
lapse.

Even in boom times, flying peo-
ple around generates dismal prof-

its. During down-
turns, carriers of-
ten bleed red ink.
This time, how-
ever, airlines are

scraping by, which is good news in
the short term for both them and
budget-minded travelers.

But carriers’ ability to survive
this crisis may paradoxically bode
ill for their long-term profitabil-
ity. The global airline industry
needs a major shakeout before it
can generate sustainable returns.

Airlines are unquestionably in
bad shape. As many of them gather
Monday in Kuala Lumpur, Malay-
sia, for the annual meeting of their
trade group, the International Air
Transport Association, the crisis-
prone club will probably proclaim
this one of their worst crises ever.

IATA predicts its members will
lose $4.7 billion this year and

plans Monday to update the in-
creasingly pessimistic forecast. In-
ternational passenger traffic fell
by 9.1% in this year’s first three
months compared with the same
period a year earlier, IATA says.
During that quarter, revenue from
pricey first- and business-class
tickets plunged by as much as 40%.
Air cargo—a leading indicator of
both passenger traffic and
broader economic trends—has
dragged along at volumes more
than 20% below year-earlier levels
since November, which points to a
continued slump for airlines and
the world economy.

Airlines’ chronic problem is fa-
miliar to any Econ 101 student: too
much supply—of planes and seats—
chasing too little demand. In some
industries, discounts jump-start
demand, lifting sales volumes and
boosting profits. For airlines,
“lower pricing doesn’t necessarily
boost revenue,” says David
Swierenga, who runs AirEcon, a
consulting firm in Vienna, Va. The
demand airlines need is from pas-
sengers who can pay fares that are
high enough to cover carriers’
costs.

For fliers, that glut means bar-
gains. Airline seats are as perish-
able as fresh fish because unsold
tickets are useless once an air-
plane door closes. When carriers
get desperate, they ignore their
costs and instead scramble for

cash by dropping prices.
“Competition does bring down

prices, which brings down profit-
ability,” says Peter Morris, chief
economist at Ascend Worldwide,
an aviation-consulting firm in Lon-
don. “But speaking as a consumer,
I say, ‘Hooray,’ ” he adds.

Service can be abysmal, as do-
mestic U.S. passengers know, but
we get what we pay for. The infla-
tion-adjusted price of an airline
ticket has barely budged—or has
even fallen—over recent decades.
This summer, fares globally are
down roughly 15% overall com-
pared with last year, analysts say.
In some markets, such as between
Europe and Asia, the drop hits
30%. Business class offers some of
the most extreme markdowns:
UAL’s United Airlines and British
Airways, for example, are both of-
fering two-for-one sales or 50%
discounts in the front cabin be-
tween the U.S. and London.

Yet only a handful of small carri-
ers have gone out of business over
the past year. After the Sept. 11,
2001, attacks, more than a dozen
major players disappeared, filed
for bankruptcy protection or
flirted with insolvency. Airlines in
April showed their tenacity by fill-
ing three out of every four seats on
international flights, according to
IATA, which would be a strong
showing in good times and is re-

markable during a crisis. Carriers
are grounding old gas-guzzling
planes, but they also are still find-
ing money to buy shiny new ones.

U.S. airlines, which struggled
for the past decade, have led the in-
dustry in adapting. When oil
prices soared last spring, Ameri-
can carriers slashed their fall
schedules and fleets to cut ex-
penses. Then fuel costs plunged,
but demand did, too. Thanks to the
precautionary cuts, U.S. airlines—
perhaps for the first time ever—
were braced in crash position
when their market tanked last fall.
European and Asian carriers belat-
edly followed.

Airlines averted a blood bath
because, after years of belt-tight-
ening, they know how to cut back
just enough to survive. Even as
fares drop, they are ginning up
other revenue sources, such as
charging for checked bags. They
also are expert at extracting con-
cessions from staff and suppliers.
Another factor is the industry’s
odd magnetism, which has reli-
ably enticed people with a lot of
cash to bankroll moribund carri-
ers. That’s despite airlines’ formi-
dable track record of failing to
cover their cost of capital, be it
debt or owners’ equity.

The net result of this mix is that
airlines globally made no net
profit on revenue of $3.6 trillion in
the decade through 2007, the most
recent year for which data are
available, according to the Air

Transport Association, U.S. carri-
ers’ trade group.

To fix that, carriers need sus-
tainable pricing power. Airline ex-
ecutives and analysts say the only
way to gain that is through a seri-
ous culling. “If airlines don’t cut
enough now, the industry will
come out of the downturn with too
much capacity to make money in
the upturn,” says Chris Tarry, an in-
dependent airline analyst in Lon-
don.

The mass extinction that
looked imminent when fuel prices
soared last year might still hap-
pen. If oil prices continue their re-
cent rise, if credit markets don’t
thaw, or if demand plunges fur-
ther, carriers may be forced to
shrink more drastically, and some
may fail.

But with signs the global econ-
omy has hit bottom, the prospect
for dramatic upheaval amid the air-
line industry’s pain looks increas-
ingly remote.
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Harbinger Capital Partners
hasn’t attached a value to its reor-
ganization plan for copper miner
Asarco LLC, a unit of Grupo Mex-
ico SAB that is in bankruptcy pro-
ceedings in the U.S. Other parties
in the proceedings have estimated
the plan offers Asarco creditors a
total of $1.8 billion. A June 3 Corpo-
rate News article wasn’t clear
about the source of the valuation.
In addition, a $250 million sum
identified in the article as a settle-
ment of asbestos claims repre-
sents only an initial payment of
those claims, not the entire settle-
ment.

Connect Kentucky was
founded in 2001 and run by Dr.
Linda Johnson Vitale, a former
Western Kentucky University pro-
fessor who left the organization in
2004. A June 4 Marketplace arti-
cle incorrectly said the nonprofit
was founded in 2004 by Brian Mef-
ford.

The size of the International
Monetary Fund and European
Union bailout package for Latvia is
Œ7.5 billion ($10.47 billion), not
Œ5.7 billion as was incorrectly
stated in a Heard on the Street Col-
umn in some editions on June 5.
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China plans to block some Web sites on new PCs sold there

Parliamentary elections marked by economic crisis, low turnout

FROM PAGE ONE

ing blocked.
“We are studying the new rule to

assess its impact,” said Susan Steven-
son, spokeswoman for the U.S. Em-
bassy in Beijing. “We would view any
attempt to restrict the free flow of in-
formation with great concern and as
incompatible with China’s aspira-
tions to build a modern, information-
based economy and society.”

The software’s Chinese name is
“Green Dam-Youth Escort.” The
word “green” in Chinese is used to
describe Web-surfing free from por-
nography and other illicit content.
Green Dam would link PCs with a reg-
ularly updated database of banned
sites and block access to those ad-
dresses, according to an official who
tested the product for a government
agency.

The software was developed by
Jinhui Computer System Engineer-
ing Co., with input from Beijing
Dazheng Human Language Tech-
nology Academy Co. Both compa-
nies have ties to China’s military
and its security ministry.

Bryan Zhang, founder of Jinhui,
said his company plans to transmit
new banned addresses to users’ PCs
through an Internet update system
similar to that used by operating-
system software and antivirus pro-
grams. He said Green Dam operates
similarly to software designed to let
parents block access to Web content
inappropriate for children.

Mr. Zhang said his company now
compiles and maintains the list of
blocked sites, which he says is lim-
ited to pornography sites. He said
Jinhui would have no reason to use
the software to collect private user
data, or to block anything other than
pornographic content, although
both of those would be technically
possible. Mr. Zhang said the soft-
ware can be turned off if parents
want to access blocked sites, and
that the program can be uninstalled.

The rule was outlined in a notice
that was issued by China’s Ministry
of Industry and Information Tech-
nology on May 19 but that hasn’t yet
been reported. The notice, a copy of
which was seen by The Wall Street
Journal, says PC makers must ship
PCs to be sold in China as of July 1
with the Green Dam software “pre-

loaded”—pre-installed or enclosed
on a CD.

The notice says PC producers
will be required to report to the gov-
ernment how many PCs they have
shipped with the software.

Although the notice doesn’t men-
tion any punitive action for noncom-
pliance, fear of the consequences
could be enough to ensure PC mak-
ers follow the rule.

Sales of PCs in China neared 40
million units last year, second only
to the U.S. Chinese company Lenovo
Group Ltd. had the largest market
share, with 26.7% of units shipped in
the first three months of 2009,
while Hewlett-Packard Co. had
13.7% and Dell Inc. had 8.1%, accord-
ing to research firm IDC.

Manufacturers have more than
just market share at stake if they
don’t comply: major PC companies
also have investment in factories
and research facilities in China.

A spokeswoman for H-P said the
company is “working with the gov-
ernment authorities and evaluat-
ing the best way to approach this.
Obviously we will focus on deliver-
ing the best customer experience
while ensuring that we meet neces-
sary regulatory requirements.”

Dell declined to comment.
Spokesmen for other major PC ven-
dors including Acer and Lenovo said
they were unaware of the require-
ment or didn’t respond to requests

for comment on the software.
Foreign industry officials say

companies have been given little
time to properly test Green Dam.
“The lack of transparency, the short-
ness of time for implementation,
and the incredible scope of the re-
quirement that is not matched any-
where around the world present tre-
mendous challenges to the indus-
try,” said an industry official who
has discussed the plans with several
major PC makers.

However, an executive at a com-
pany that makes PCs for some of the
biggest brands said it would take lit-
tle time for a big computer company
to receive a shipment of CDs and in-
clude them with PCs shipped to Chi-
nese customers.

China already operates an exten-
sive Internet filtering system, com-
monly called the Great Firewall,
which experts have called the most
sophisticated of its kind. It blocks ac-
cess to a range of content, from por-
nography to politically sensitive
sites. Such sites have included those
promoting Tibetan independence;
the spiritual group Falun Gong; and
in specific circumstances blocking
access to foreign media.

But that system blocks content
at the network level, and many us-
ers circumvent it through tools like
proxy servers. The new plan, by ex-
tending filtering to individual PCs,
could give the government a way to

tighten its controls, say foreign in-
dustry officials who have examined
the software.

“Nobody knows exactly what the
scope is of the functionality of this
software,” says a foreign industry of-
ficial familiar with the plan. “I don’t
think anyone would oppose the [gov-
ernment’s] stated objective” of
blocking pornographic and violent
content, “but people are really con-
cerned about the way it’s being im-
plemented,” he said.

Having one universal applica-
tion that opens a link into every com-
puter could also make those comput-
ers more vulnerable to cyber at-
tacks. Moreover, Green Dam, which
is designed to work with Microsoft’s
Windows operating system, could
also conflict with other applica-
tions, causing glitches or even sys-
tem crashes, industry officials said.

China’s Ministry of Industry and
Information Technology didn’t re-
spond to requests for comment. Wu
Weiwei, an official from the govern-
ment’s China Software Testing Cen-
ter who oversaw testing of the soft-
ware, said extensive tests of the soft-
ware have shown no problems.

U.S. Internet companies have for
years grappled with demands from
the Chinese government to censor
content or share potentially private
data with police. Several of the big-
gest—including Google Inc., Yahoo
Inc. and Microsoft Corp.—joined to-

gether last October to announce a
set of guidelines for how they would
comply with censorship requests
from countries such as China, includ-
ing a promise to be transparent
about the requests they receive. The
companies also opened up their com-
pliance with the guidelines to third-
party review. But the effort, known
as the Global Network Initiative, was
criticized by some civil liberties
group as being short on specifics
and not doing enough to fight censor-
ship laws. No computer hardware
makers are members of the group.

The May 19 Chinese government
notice about the requirement says it
is aimed at “constructing a green,
healthy, and harmonious Internet
environment, and preventing harm-
ful information on the Internet from
influencing and poisoning young
people.”

Some computers in China sell
with parental-control software, but
it isn’t government-mandated.

The notice says the government
has paid for the rights for all Chi-
nese PC users to use the software
for a year. Jinhui’s Web site said it
has a long-term “strategic coopera-
tive partnership” with a research in-
stitute of the Ministry of Public Se-
curity on image-recognition tech-
nology, as well as long-term “techni-
cal cooperation” with the People’s
Liberation Army’s Information Engi-
neering University.

Mr. Zhang said Jinhui has only
worked with the Ministry of Public
Security on issues concerning por-
nography.

Dazheng’s Web site says it coop-
erates with the Armored Engineer-
ing Institute of the PLA, and that it
helped the PLA in 2005 produce a
system to intercept “confidential”
documents.

Wang Jingcheng, deputy general
manager of Dazheng, said the Minis-
try of Industry and Information
Technology has “strict regulations
and forbids all software companies
from collecting any personal infor-
mation.” He added that the soft-
ware will block content “according
to the law.”

 —Justin Scheck, Nick Wingfield
and Kersten Zhang

contributed to this article.

Continued from first page

pecting to do better in Germany,”
said Tony Robinson, a spokesman
for the European Parliament’s So-
cialist members.

In France, the ruling UMP party
of President Nicolas Sarkozy col-
lected about 28% of the votes, ac-
cording to an exit poll by French
polling agency TNS Sofres. The So-
cialist Party, which garnered an esti-
mated 17.5% of the vote, the Greens
of Europe-Ecologie, with about
15%, and the center-right move-
ment MoDem, with about 9%, ap-
peared to offer little threat to Mr.
Sarkozy’s position.

In Ireland, voters gave an ex-
pected drubbing to the ruling Fi-
anna Fáil party, which has been un-
der pressure since the bursting
property and credit bubble sent the
Irish economy into a tailspin last
year. Ireland has been among the
hardest-hit countries in Europe. Un-
employment is nearing 12%.

Fianna Fáil candidates were
picked by 23% of Irish voters, down
from 29.5% in the 2004 European
elections, according to an exit poll
conducted by Lansdowne Market

Research for state broadcaster RTÉ
and the Sunday Independent news-
paper. The party was expected to
lose at least one European Parlia-
ment seat. It fared little better in lo-
cal elections, garnering just 24%.
Opposition party Fine Gael won
34% in local elections, according to
the exit poll.

The poll also showed a glimmer
of hope for Declan Ganley, the orga-
nizer of Ireland’s successful anti-
Lisbon Treaty vote last year and
chairman of a new euro-skeptic
party, Libertas. Mr. Ganley was run-
ning for a seat in Ireland’s North
West constituency, and with 10% of
the vote, according to the exit poll,
he was in contention to win a seat.
Success for Mr. Ganley could lift his
campaign for a second “No” vote on
the treaty, which is designed to
strengthen the EU’s institutions
and give it a single president.

But the exit poll, consistent with
other recent surveys, showed solid
support for the Lisbon Treaty, 54%
in favor and 28% opposed, with the
balance undecided. Ireland has said
it intends to rerun the treaty refer-
endum by November.

Far-right parties from the Neth-
erlands to Italy, espousing tighter
rules on immigration and warning
against Islamification of European
societies, capitalized on voter an-
ger and frustration at a souring
economy.

In Austria, provisional results
gave the Freedom Party 13.1%, up
from 6.3% in the 2004 elections.
Provisional results also gave a splin-
ter group, Alliance for the Future of
Austria, which broke from the Free-
dom Party in 2005, a further 4.7%.
Support slipped for both of the two

more-centrist Austrian parties cur-
rently governing in coalition, while
support for the center-left Social
Democrats slid more significantly,
to 24% from 33% in 2004. The So-
cial Democrats stand to lose three
seats. The center-right Austrian
People’s Party lost three percent-
age points of the vote, but will keep
all its seats.

In Bulgaria, the opposition Citi-
zens for European Development of
Bulgaria increased their percent-
age of the vote to 26% from 22%. Bul-
garia holds national elections next

month. A far-right party, Ataka,
won 11% of the vote, down from
14%, as many supporters migrated
to Lider, a liberal opposition party
started by tycoon Hristo Kovachki.

When the EU’s founders set up
the first elections to the parliament
in 1979, they hoped the institution
would become a guarantor of popu-
lar support for the union. Instead,
national governments have hand-
cuffed the chamber, so that it can
only hold up and occasionally
tweak EU legislation. It can’t pro-
pose laws of its own.

Continued from first page
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TOKYO—Asia’s top two eco-
nomic powers, Japan and China,
agreed here Sunday to strengthen
cooperation in trade, technology
and other areas, saying their ties
have significant impact on the glo-
bal economy.

Japan also pressed China for sup-
port of a United Nations Security
Council resolution to punish North

Korea for its nuclear test last month.
The talks—the second after a

round in Beijing in 2007—didn’t in-
clude politically sensitive topics
such as competing claims to gas re-
serves in the East China Sea.

The countries agreed to launch bi-
lateral talks in areas including cli-
mate change, energy conservation
and technology, Japanese Foreign
Minister Hirofumi Nakasone and Chi-

nese Vice Premier Wang Qishan told
a joint news conference.

China is Japan’s largest trade
partner, while Japan is a top inves-
tor in China.

Mr. Nakasone held separate talks
with his Chinese counterpart, Yang
Jiechi, to seek support for the quick
adoption of a Security Council reso-
lution against North Korea for its un-
derground nuclear test.

Japan and China agree to strengthen cooperation
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U.S. auto retailer to buy, remake Saturn
Former racer Penske
likely to leave output
to Renault, Samsung

FOCUS ON AUTOMOBILES

By Sharon Terlep

And John D. Stoll

Roger Penske, the hard-charg-
ing former racer turned auto mag-
nate, will add General Motors
Corp.’s Saturn brand to his automo-
tive empire.

His Penske Automotive Group
Inc., the second-largest U.S. auto re-
tailer by revenue after AutoNation
Inc., agreed to buy Saturn’s brands
and its service and parts-and-dis-
tribution operations, but not its
manufacturing operations.

Saturn dealers said they were re-
lieved the 19-year-old nameplate
and their franchises would con-
tinue under the auspices of the
$11.65 billion Bloomfield Hills,
Mich., auto retailer.

Mr. Penske, 72 years old, out-
lined a car company that will out-
source production, using deals

with auto makers such as GM and
France’s Renault SA, to fill out and
replace the now five-model Saturn
portfolio.

The agreement propels Mr. Pen-
ske into a new, and largely untested
role in the auto industry—orches-
trating the marketing and servic-
ing of autos designed and supplied
by a variety of companies.

Mr. Penske said Friday he be-
lieves he will be able to achieve
what GM couldn’t for Saturn’s
nearly 20-year life: turn a brand
with stronger customer loyalty into
a profitable entity. “We will have a
completely independent company,
and it will be lean,” he promised.

Saturn dealers expressed relief
that GM found a buyer who was
well versed in the auto industry.
“The perception in a marketplace is
that he is a winner, and any time
you are associated with a winner
it’s a good thing,” said Rob Coch-
ran, a Pittsburgh-area Saturn
dealer.

“The future we don’t know yet.
But we will have to be a car com-
pany of small, fuel-efficient cars
with good design,” said Carl Gale-

ana, who owns two Saturn dealer-
ships north of Detroit.

Each of GM’s 350 Saturn dealers
will receive offers to continue sell-
ing the vehicles, Mr. Penske said.
The sale is expected to preserve
about 13,000 jobs at Saturn and its
dealer network.

Mr. Penske initially will buy GM
vehicles that are already part of
the Saturn lineup but eventually
will branch out to purchase vehi-
cles from Renault and its Samsung
Motors unit of South Korea. Other
auto makers could become suppli-
ers, too.

Terms of the agreement weren’t
disclosed. Mr. Penske and GM are
still ironing out terms, according
to people familiar with the matter.
The deal includes the purchase of
service and parts operations val-
ued at more that $100 million. Still
to be decided are the compensa-
tion GM will provide dealers that
take buyouts, and investments by
GM to maintain Saturn production.

GM’s initial plan was to kill Sat-
urn by gradually phasing out produc-
tion. But its dealers objected, press-
ing the auto maker to find a buyer.

Early on, 16 groups had ex-
pressed an interest in Saturn. GM
whittled the contenders to a handful
before agreeing to Mr. Penske’s offer.

In order to find a buyer for Sat-
urn, GM hired Steve Girsky, a one-
time Morgan Stanley auto analyst
who worked briefly in 2006 as an
aide to former GM Chief Executive
Rick Wagoner, and has in recent
years been a partner at private-eq-
uity firm Centerbridge Partners LP.

Saturn, which produced an aver-
age annual pretax loss of $1.1 bil-
lion, drew several bids, as Mr. Gir-
sky—working with other former
GM executives—highlighted the
strong loyalty of Saturn buyers,
and the bulletproof reputation the
brand has for customer service.

By sealing a Saturn deal in a mat-
ter of months, Mr. Girsky executed
one of the quicker asset sales for
GM . It took a year to line up a buyer
for Hummer.

Expected to be completed by
September, the deal would more
than double the size of Mr. Penske’s
retail network, which includes 152
franchises in the U.S. and 158
abroad, mostly in the U.K. and Ger-
many. Mr. Penske also owns auto-
racing team Penske Racing.

Mr. Penske is a Detroit billion-
aire who led the committee that
brought the Super Bowl to the be-
leaguered city in 2006. In the
weeks before the game, he drove
himself through its neighborhoods
to ensure they were presentable,
calling city officials to clean up un-
seemly areas.

Saturn sales
Annual vehicle sales

Source: Autodata
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Mattel fined over lead in toys

Use of diabetes drugs
and devices fuels doubts
U.S. study adds
to simmering debate
on pricey therapies

HEALTH

By Keith J. Winstein

Aggressive use of expensive dia-
betes drugs and medical devices
called stents did no better than
cheaper treatments at preventing
deaths, heart attacks or strokes in a
large study of diabetics with heart
disease.

The study, sponsored by the Na-
tional Institutes of Health and sev-
eral drugmakers, is the latest to
humble fancy new treatments by
finding them no better than older
medicines at preventing the deadly
consequences of major diseases.
The results add to a debate about al-
leged overuse of stents, made by
companies including Abbott Labora-
tories, Boston Scientific Corp. and
Johnson & Johnson, and controver-
sial diabetes drugs from Glaxo-
SmithKline PLC and Takeda Phar-
maceutical Co.

The study may also be a harbin-
ger of broader marketing difficul-
ties ahead for makers of drugs and
devices, since funding for similar
“comparative effective” studies
have just been given a big boost.
These studies—bake-offs between
competing therapies for the same
condition—have been hailed as a
possible answer to wasteful health-
care spending in the U.S. Washing-
ton allocated $1.1 billion for such re-
search in the economic-stimulus bill
passed in February.

The findings could make it more
difficult for stents to sustain a re-
cent sales rebound that followed a
drop-off caused by a 2007 study
that questioned their effectiveness.

The results also pose new ques-
tions for GlaxoSmithKline’s Avan-
dia, a diabetes drug already hurting
because of worries about serious
side effects; and for Takeda’s Actos,
an Avandia rival that has picked up
market share in the wake of Avan-
dia’s problems.

Diabetes, in which the body can’t
control the amount of sugar in the
blood, often leads to heart attacks.
The five-year study of 2,368 diabet-
ics was an effort to answer two ma-
jor questions about how to treat dia-
betics with heart disease: One, does
aggressively reopening clogged ar-
teries with stents or with bypass sur-
gery work better than inexpensive
pills, such as beta blockers and
other generic heart drugs? And do
diabetes drugs that help the body
use insulin more efficiently, such as
GSK’s Avandia or Takeda’s Actos,
work better than injecting insulin?

“The results show that it really
didn’t matter at all which treatment

you had” in terms of deaths, heart at-
tacks and strokes, said Trevor Or-
chard, an epidemiologist at the Uni-
versity of Pittsburgh who helped
run the trial, which is called BARI
2D.

Patients who took Avandia or Ac-
tos, or other drugs aimed at helping
the body use insulin better, had an
11.8% death rate over five years, com-
pared with 12.1% for those taking in-
sulin—a statistical dead heat. Doc-
tors generally try to keep diabetic
patients off insulin as long as possi-
ble, but the results showed that the
fancier drugs—which are designed
to control blood sugar and keep pa-
tients from needing insulin—made
little difference at keeping patients
alive.

Patients who had an immediate
stenting angioplasty, a $15,000 pro-
cedure to insert a tiny scaffold to
open a clogged artery, had a 10.8%
death rate over the five-year study
period, compared with 10.2% for
those who took generic medicines
and waited.

Not all the findings were nega-
tive. For those with more severe
heart disease, the study compared
an immediate heart-bypass surgery—
instead of the less-invasive stenting—
against pills. There, the bypass pro-
cedure won out. Bypass patients
had a 22.4% rate of dying or having a
heart attack or strokes during the
five years, compared with 30.5% for
those who waited.

For diabetics, the angioplasty re-
sults reinforced the findings of a
2007 study, called Courage, which
concluded that aggressive stenting
didn’t save lives or avert heart at-
tacks compared with cheap pills in
patients with stable heart disease.
Stents do alleviate chest pain more
quickly than drugs, the study found.

When the Courage trial results
were released in March of 2007,
there was a firestorm of news cover-
age, and angioplasties immediately
fell 13% in the U.S., to 231,000 in the
third quarter of 2007, according to
data from Millennium Research
Group, which surveys hospitals.
Since then, angioplasties have grad-
ually inched back to their prior lev-
els, Millennium’s data show. There
were 256,000 performed in the
fourth quarter of 2008.

The Obama administration has
broadly suggested that it will use
comparative-effectiveness studies
to try to save on health-care outlays.
But Dr. Boden and others say it will
be an uphill battle reducing stenting
use and diabetes drugs that cost
more. For one thing, the insurance
structure rewards doctors for per-
forming costly procedures, says
Rita Redberg, a cardiologist at the
University of California, San Fran-
cisco, who has served on insurance
panels to evaluate new treatments.
“One would say that’s a perverse in-
centive,” she says.

By Melanie Trottman

The U.S. Consumer Product
Safety Commission said toy maker
Mattel Inc. and its Fisher-Price unit
will pay a $2.3 million civil penalty
to settle allegations that they know-
ingly imported and sold up to two
million children’s toys that violated
a federal lead-paint limit.

It is the agency’s highest toy-re-
lated penalty ever. The agency said

that as part of the settlement agree-
ment, the companies deny the allega-
tions. The settlement stems from a
string of Matteland Fisher-Price prod-
uct recalls in 2007.

The CPSC said before those re-
calls, Mattel imported up to 900,000
noncompliant toys between Septem-
ber 2006 and August 2007. Fisher-
Price imported up to 1.1 million non-
compliant toys between July 2006
and August 2007, the CPSC said.
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U.S. pressed Chrysler to accept Fiat deal
Email messages
reveal resentment
at U.S. auto maker

A consortium led by Austrian-Canadian car-parts maker Magna would invest
about $700 million in Opel. Above, Opel headquarters in Rüsselsheim, Germany

By Neil King Jr.

And Jeffrey McCracken

WASHINGTON—The Obama ad-
ministration rushed an alliance be-
tween Chrysler LLC and Fiat SpA de-
spite Chrysler’s worries about Fiat’s
financial health and its willingness
to share technology, according to in-
ternal company emails.

The emails show Fiat ignoring re-
quests for documents and trying to
change contract terms late in the
talks. A Chrysler adviser at one
point said the deal risked looking as
if the U.S. auto maker and the Trea-
sury Department, which helped bro-
ker the pact, were “in bed with a
shady partner.” In another note, an
official referred to the Treasury De-
partment as “God.”

The documents, filed in the
Southern District of New York as
part of Chrysler’s bankruptcy pro-
ceedings, provide a glimpse at the
tense debates that shaped
Chrysler’s final days as it raced to
find a suitor.

On Friday, a federal appeals
court upheld Chrysler’s Fiat deal,
dismissing a challenge by dissident
Chrysler debt holders. But the
court also issued a stay until 4 p.m.
Monday—leaving a small window
for Thomas Lauria, the lawyer pur-
suing the case, to appeal to the Su-
preme Court. One judge on the
three-judge panel suggested the Su-
preme Court should have “a swing
at this ball.”

A group of Indiana pension
funds on Saturday filed an emer-
gency appeal with the Supreme
Court to stay the sale while they con-
tinue their attempts to block it. A co-
alition of consumer groups lodged a
separate stay request Sunday, argu-
ing the sale terms applied to the
deal would wrongly shield the new
company from injury lawsuits in-
volving current Chrysler vehicles.

The requests seek extension of
the stay issued by the appeals court.

Emergency stays are rarely
granted by the Supreme Court. But
should the high court grant a stay,
the Chrysler-Fiat deal could be de-
layed for months while the issue is
pending at the high court. Extend-
ing the appellate court’s stay would
buy time for the pension funds and
consumer groups to lodge a formal
appeal at the high court, and both
said they plan to file separate chal-
lenges in coming days.

Mr. Lauria’s persistence led one
government lawyer in the Chrysler
case to dub him a “terrorist” in an
email to a Chrysler adviser.

In a written statement, Chrysler
said “comments extracted from
emails exchanged in the heat of ne-
gotiations reflect the normal hyper-
bole that occurs in the final stages
of negotiating any complex transac-
tion.” Chrysler said its concerns
about the deal were answered.

Fiat said it “provided full access
to all information relevant to the
due-diligence exercise performed
by Chrysler and the prospective
lenders.”

The revelations come as the
Obama administration is rushing to
get a bankruptcy court to sign off on
the Chrysler-Fiat merger as early as
this week. Fiat has the right to walk
away from the deal if it isn’t consum-
mated by June 15.

Chrysler filed for bankruptcy
protection April 30 armed with
$12 billion from the government.
Last week, the government ush-
ered General Motors Corp. into
what it hopes also will be a speedy
bankruptcy.

In an interview, an administra-
tion official said any concerns about
Fiat were resolved in the final week.
The Italian company gave Chrysler
and the U.S. “total access to technol-
ogy” and revealed enough about its
financial status to persuade the U.S.
the company was not just stable,
but strong, the official said.

The official called the negotia-
tions “a high-wire act” in which a
small team of government advis-
ers had to quickly pull together a
complicated deal. In such situa-
tions, “people speak in elevated
tones,” the official said. “People
get threatening.”

The emails, which run from mid-
March until early May, were put into
the court record following a request
by Mr. Lauria, the lawyer fighting
the bankruptcy on behalf of various
Indiana pension and investment
funds that hold Chrysler bank debt.
They argue that the case has tram-
pled on established bankruptcy law.

In early March, both Chrysler
and the government seemed unsure
about Fiat. In a March 10 letter to
the Treasury auto team, Chrysler
Chief Executive Robert Nardelli
said he shared some of the govern-
ment’s worries about a Fiat alli-
ance, including that the introduc-

tion of Fiat in the U.S. “may have a
negative impact” on General Mo-
tors and Ford.

Mr. Nardelli also noted how Trea-
sury officials had complained Fiat
was “not bringing enough to the ta-
ble” and had to be forced to put up
cash for an equity stake.

A Chrysler spokeswoman said
Mr. Nardelli wouldn’t comment be-
yond his affidavit. In the affidavit,
he said that by April’s end,
“Chrysler’s management became
comfortable with entrusting our
precious assets to Fiat.”

Chrysler’s advisers told the
company their Italian counter-
parts were refusing to provide suf-
ficient financial information to
evaluate the deal. A team sent to
Fiat headquarters in Turin, Italy, re-
ported back on March 14 that “no fi-
nancial due diligence…has or can
be performed.”

An internal memo 13 days later
from Chrysler’s advisory team also
said Fiat’s “off-balance-sheet invest-
ments” in joint ventures around the
world posed an economic risk and a
political risk,” including the appear-
ance that “Treasury/Chrysler” was
“in bed with a shady partner.”

Eight days before President
Barack Obama announced his sup-
port for the alliance in an April 30
speech, Chrysler officials were still
bristling over what they considered
Fiat’s unwillingness to provide even
basic information about its fi-
nances. “They requested us to re-
submit a written request” for the in-

formation, one Chrysler official
wrote on April 22 to Mr. Nardelli,
the CEO.

Treasury officials, meanwhile,
worried about Fiat’s willingness to
share technology with Chrysler, one
of the deal’s underpinnings. Fiat
stands to get an initial 35% stake in
Chrysler, and potentially 50%,
based on its ability to help upgrade
Chrysler’s technology. Fiat is put-
ting in no cash.

On April 22, Mr. Manzo of Cap-
stone, the Chrysler adviser, sent a
note—like some of the emails, con-
taining misspellings—to the Trea-
sury’s Matthew Feldman to com-
plain that Fiat “is trying to be
squirely” about sharing technology.

Mr. Feldman emailed back, “We
know.”

Mr. Feldman declined to com-
ment on the emails.

At the outset, the Chrysler team
appeared leery of the role being
played by the Treasury, which was
leading the effort to save the auto
maker. “I think we are clearly get-
ting more cooks in the kitchen,” Mr.
Nardelli said in an email.

However, Chrysler quickly
learned to defer to the Treasury
team. In one email chain, Ron Bloom
of the Treasury chastised a Chrysler
official for trying to hammer out
some lingering issues with Daimler,
Chrysler’s former partner, without
looping in the Treasury.

“I am more than a little sur-
prised,” Mr. Bloom wrote, that
Chrysler was proceeding “without

our approval.”
Mr. Nardelli jumped in, “Ron,

thought we were helping, how
would you like to handle!”

Later, the Chrysler executives de-
leted Mr. Bloom from the address
line, and continued talking. “I guess
the UST is running it!” said Mr.
Nardelli, referring to the Treasury.

“26 days and counting,” said
Tom LaSorda, Chrysler’s then-presi-
dent, referring to the April 30 dead-
line to either do a deal or file for
bankruptcy.

“Amen!” responded Mr. Nardelli.
Mr. LaSorda didn’t return calls

seeking comment.
Despite the push to do a deal

with Fiat, Chrysler advisers contin-
ued into April urging the Treasury
to think again about a potential
merger with GM. Earlier talks be-
tween the two auto giants had bro-
ken down in November, and the
Obama administration put little
stock in the idea.

On April 10, Mr. Manzo emailed
Mr. Nardelli to say he told the Trea-
sury to reconsider a GM pair-up.
Four days later, Mr. Manzo sent an
email to several Treasury officials,
as well as Messrs. Nardelli and La-
Sorda, urging them to reconsider.

“We continue to believe that re-
visiting the combination/alliance
discussion with gm from the fall is
the best alternative for all parties,”
he said.

In an interview, Mr. Manzo said
conflicts will happen when a com-
pany like Chrysler is asking for
money from a lender, particularly
the government. He also said the
emails reflected his “fiduciary duty
to get the best value” for Chrysler.

Just before the filing, tensions
boiled over. Mr. Manzo offered a sug-
gestion to Mr. Feldman about mak-
ing a last-minute offer to Chrysler’s
debt holders. “I’m now not talking
to you,” Mr. Feldman wrote back.

The next morning, hours before
President Obama announced the
bankruptcy, Chrysler President Mr.
LaSorda emailed Mr. Manzo asking
if Chapter 11 filing was inevitable.

“Not good,” Mr. Manzo replied.
“These washington guys want to
show the market (gm, delphi….) that
they can be tuff. We are the gueni
pigs unfortunately.”

—Alex Kellogg, Stacy Miechtry
and Jake Seward

contributed to this article.

Magna deal would give Opel access to China
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FOCUS ON AUTOMOBILES

FRANKFURT—Adam Opel GmbH
won’t enter the U.S. car market if the
takeover by Magna International
Inc. goes ahead as planned, accord-
ing to a German Economy Ministry
document viewed Friday.

However, General Motors Corp.’s
European unit would have partial ac-
cess to the important Chinese mar-
ket, and to the Canadian market from
October 2012, the document said.

Austrian-Canadian car-parts
maker Magna has teamed up with
Russia’s OAO Sberbank and auto
maker OAO GAZ Group in its bid for
the Rüsselsheim, Germany, com-
pany and its U.K.-based sister
brand, Vauxhall.

Under the plan, Magna’s consor-
tium would invest Œ500 million, or
about $700 million, in Opel. Of that
amount, Œ100 million would come as

equity payable as soon as the deal is
signed and Œ400 million as an inter-
est-free loan, according to the docu-

ment. The loan would be converted
to equity gradually through a con-
vertible bond, with Œ50 million due

Jan. 1, 2011, an additional Œ50 million
due Jan. 1, 2012, and the remaining
Œ300 million due Jan. 1, 2013.

Opel would get access to GM’s in-
tellectual property and the current li-
cense fees of 5% would be lowered
temporarily to 3.25% until the end of
2012, but will return to 5% from 2015,
the document said.

Opel spokesman Jörg Schrott
said the decision on license fees was
a mutual agreement. He declined to
comment further. A person familiar
with the matter said that in return
for the license fees, GM will pay
Opel for any research-and-develop-
ment services.

GM would also receive Œ200 mil-
lion in preferred stock in January
2011 and a special dividend of 9%
from 2013 onward. In addition, Opel
would pay Œ300 million in cash to
GM in January 2018, according to the
document.
 —Andrea Thomas in Berlin

contributed to this article.

Email traffic | Chrysler, government went back and forth on Fiat deal

Robert Nardelli,
chairman and CEO,
Chrysler

Ron Bloom, senior 
adviser to Timothy 
Geithner

Ron Kolka, CFO,
Chrysler

Tom LaSorda, vice-
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Matthew Feldman, 
member, President 
Obama’s auto team 

“We are concerned that Fiat is trying to be squirely (sic) on this documentation point on all 
technology now and in the future.” Consultant Bob Manzo to Treasury’s Matt Feldman 
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Becker and Christoph Rauwald
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XIN’AN VILLAGE, HANZHONG,
China—With no eligible women in
his village, Zhou Pin, 27 years old,
thought he was lucky to find a pretty
bride whom he met and married
within a week, following the custom
in rural China.

Ten days later, Cai Niucuo van-
ished, leaving behind her clothes
and identity papers. She did not,
however, leave behind her bride
price: 38,000 yuan, or about
$5,500, which Mr. Zhou and his fam-
ily had scrimped and borrowed to
put together.

When Mr. Zhou reported his
missing spouse to authorities, he
found his situation wasn’t unique.
In the first two months of this year,
Hanzhong town saw a record num-
ber of scams designed to extract
high bride prices in a region with
an oversupply of bachelors.

The fleeing Mrs. Zhou was one
of 11 runaway brides—hardly the
isolated case or two that the town
had seen in years past. The local
phenomenon has fueled broader
speculation among officials that
the fast-footed wives may be part
of a larger criminal ring.

“She called me soon after she
left,” says Mr. Zhou, a slight man
with a tentative smile. He says she
asked how he was doing, and apolo-
gized for the hardship she had
caused. “I told her, ‘I will see you
again one day.’ ”

Thanks to its 30-year-old popula-
tion-planning policy and customary
preference for boys, China has one
of the largest male-to-female ratios
in the world. Using data from the
2005 China census—the most re-
cent—a study published in last
month’s British Journal of Medicine
estimates there was a surplus of 32
million males under the age of 20 at
the time the census was taken.
That’s roughly the size of Canada’s
population.

Now some of these men have
reached marriageable age, resulting
in intense competition for spouses,
especially in rural areas. It also ap-
pears to have caused a sharp spike
in bride prices and betrothal gifts.
The higher prices are even found in
big cities such as Tianjin.

A study by Columbia University
economist Shang-Jin Wei found that
some areas in China with a high pro-
portion of maleshavean above-aver-
age savings rate, even after account-
ing for factors such as education lev-
els, income and life-expectancy
rates. Areas with more men than
women, the study notes, also have
low spending rates—suggesting
that many rural Chinese may be sav-
ing up for bride prices.

Curbing consumption in hopes
of connubial pleasure is increas-
ingly the norm in Xin’an Village, or
New Peace Village, a lushly verdant
spot with 14,000 people, located in
central China’s Shaanxi province.
The village has over 30 men of mar-
riageable age, but no single women.

As in other parts of the country,
village customs dictate the groom’s
family pay the bride’s family a set
amount—known as cai li—while the
bride furnishes a dowry of mostly
simple household items.

In the 1980s, before the start of
China’s economic reforms, cai li
sums were small.

“When I married, my husband
just bought me several sets of
clothes,” recalls Zhang Shufen, Mr.
Zhou’s mother.

In the 1990s, cai li prices rose to
several thousand yuan (about $200
to $400 at today’s conversion
rates), mirroring the country’s grow-
ing prosperity. But it was only start-
ing in 2002-03 that villagers noticed
a sharp spike in cai li prices, which
shot up to between 6,000 to 10,000
yuan—several years’ worth of farm-
ing income.

Not coincidentally, this was also
the period when the first generation
of children since the family-plan-
ning policy was launched in 1979
started reaching marriageable age.

So the normally frugal Xin’an vil-
lagers began saving even more in an-
ticipation of rising wedding costs.
While the Zhous are fairly well-off
by village standards, they had been
scrimping for years, growing their
own vegetables and eating mainly
rice and noodles, with little meat.
The family had curbed spending in
anticipation of wedding costs for
their son who was working in south-
ern Chinese factories. The hope was
that he would return with a prospec-
tive mate in tow.

But when the younger Mr. Zhou re-
turned home a year ago, he was still
single. “In our village, when a boy is
older than 24, 25, it is a shame on him
for not marrying,” says his mother.

Last December a family friend
told his mother that her nephew re-
cently married a girl from neighbor-
ing Sichuan province. The bride had
three female friends visiting her,
who might be interested in marry-
ing local men, said this friend.

Encouraged, Mr. Zhou and his
mother met the three girls the next
day. After an hour’s chat with the
trio, who claimed to be ages 23, 25
and 27, Mr. Zhou found himself
drawn to the prettiest and youngest,
Ms. Cai, who had angular features
and an ivory complexion.

He proposed marriage. She
agreed, with one proviso: cai li of
38,000 yuan, or roughly five years’
worth of farm income. The Zhous
agreed, but took the precaution of
running a quick background check.
Tang Yunshou, Xin’an’s Communist
Party secretary, said Ms. Cai’s iden-
tity and residential papers checked.

Three days later the couple regis-
tered their union at the local regis-
trar’s office. They posed for studio

shots, with the bride in a creamy
satin gown, the groom in a tuxedo.
In one shot, they wear traditional
garb, the bride pretending to light a
string of firecrackers. Mr. Zhou
mugs a grimace, hands to his ears.

They held the wedding banquet
a week later, on Jan. 4, where Mr.
Zhou’s mother formally handed
over the dowry—half of it loans
from family members—to a woman
she believed to be Ms. Cai’s cousin.

The new bride took up residence
with her in-laws, and quickly found
favor with her diligent and respect-
ful ways, said Mrs. Zhou. “I treated
her better than my own daughter,”
she said. A red electric scooter, with
ribbons on the handles, sits in the
living room, a wedding present for
Ms. Cai.

Matrimony was catching. Two
neighbors sought Ms. Cai out, and
asked her to act as matchmaker for
their sons. Ms. Cai recommended
two girls within a few days. The
neighbors each paid 40,000 yuan in
cai li.

On Jan. 28, all these brides van-

ished, leaving the villagers reeling.
While there are no nationwide

statistics, wedding scams have oc-
curred before, but usually isolated
cases. Mr. Tang, Xin’an’s Commu-
nist Party secretary, says he has
never before seen such clusters of
cases. Most of the 11 families in-
volved lost an average of 40,000
yuan. Officials consider these to be
fraud cases. So if caught, the women
could serve jail time, according to
police.

Meanwhile, Mr. Zhou is still
lovelorn. “I feel I can’t hate her,”
says the deserted husband, who is
now so depressed his parents have
forbidden him to leave the village,
as he longs to. “She must have her
own troubles.”

—Gao Sen
contribute to this article.

Zhou Pin with his now-missing bride. He said she called shortly after she fled. He
told her, ‘I will see you again one day.’
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By Jessica E. Vascellaro

And Emily Steel

As companies give mobile-
phone advertising a try, many are
starting to focus on the search ads
that have worked so well on per-
sonal computers.

After years of sticking largely to
mobile display or
banner ads, such
companies as Mar-

riott International, Honda Motor
and 1-800-FLOWERS.com have
boosted their spending on mobile
search ads. The ads can be targeted
to specific consumer requests, and
they are more easily measured and
less intrusive, which some see as
positives given the limited screen
sizes on many mobile phones.

It is a pattern that has also
played out in the PC world in recent
years, as marketers have shifted
more money toward search ads and
away from areas like display ads.

This time, the trend is being
driven by the growing adoption of
high-end phones like Apple’s
iPhone that have full Web browsers
and are being used to do everything
from search for the nearest restau-
rant to make a hotel reservation.

“Clearly, we never expected [PC]
search 10 years ago to have the
power it has today,” says Mara Han-
nula, vice president of marketing
plans and programs at hotel chain
Marriott International, which
started buying mobile search ads
last year. “I expect that it will con-
tinue to be an important channel on
mobile as well.”

Revenue from advertising associ-
ated with search results on mobile
phones is expected to rise to $129
million this year from $99 million in
2008, according to JP Morgan. That
compares with $94 million for mo-
bile display advertising this year.

The growing interest in mobile
search ads benefits companies with
Internet search businesses like Ya-
hoo and particularly Google. Goo-
gle, which accounts for more than
two-thirds of the U.S. search-ad
market, is now trying to make it eas-
ier for marketers to buy ads that
show up when people search for ev-
erything from celebrities to restau-
rants using their phones.

Since December, the Internet
search giant has updated its search
advertising system to allow any ad-
vertiser that purchases regular

search ads to automatically have
those ads run on high-end mobile
phones, like the iPhone or phones
running Google’s own Android soft-
ware.

“We’re seeing some nice, robust

growth in mobile search,” says
Doug Garland, Google’s vice presi-
dent of product management for
mobile and local ad products. The
company doesn’t disclose how
much revenue it earns from mobile
ads, but so far the amount isn’t
more than a rounding error.

Among the companies that have
tried mobile search ads recently is
Honda. The car company turned to
mobile search earlier this year to ad-
vertise its used vehicles, bidding
for its ads to appear when people
search for terms like “used vehicle”
on Google and Yahoo from a mobile
device. Those who clicked on the
sponsored listing were taken to a
Web page that displayed a list of
used cars for sale by location, for-
matted for a small screen.

“It’s a promising volume and
we’ll be giving it more attention,”
says Mike Margolin, a vice presi-
dent at RPA, the ad agency that
worked on the campaign. He de-
clined to comment on how much
Honda spent on the program but
says the ads were cheaper, on a cost
per phone call or Web inquiry basis,
than the search ads that ran on PCs
for the same campaign.

1-800-FLOWERS.com has also in-
creased its spending on mobile ads
that appear when people search for
gifts and flowers. A recent Google
mobile search for “order flowers,”
for instance, revealed an ad prompt-
ing consumers to visit the compa-
ny’s mobile Web site or a 1-800 num-
ber to call for same-day delivery.

Still, it’s too early to tell how the
trend will play out. Some predict
companies such as social-network-
ing services will exploit features of
mobile phones—such as the fact
that they can detect users’ loca-
tions and send them alerts—to de-
velop faster ways for discovering in-
formation that could make their ap-
proach more popular than tradi-
tional search.

Marketers like Marriott and
Papa John’s International say they
are also still spending on mobile dis-
play ads, trying to cut deals similar
to the ones they have for search ads:
They pay only when consumers
click on an ad, instead of every time
the ad is shown.

The marketers also note that the
budgets they are committing to mo-
bile search ads are relatively small
and they are still figuring out the
best strategies.

Search ads, effective on PCs, are now directed at mobile phones
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runaway brides in rural China
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Targeted ads are becoming more
common for the mobile crowd.
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Ford to face tougher rivals in the U.S.
Auto maker remains
saddled with debt,
fat dealer network

GM to help finance Platinum Equity’s buyout of Delphi

Ford CEO Alan Mulally says his
company isn’t at a disadvantage.

FOCUS ON AUTOMOBILES

By Matthew Dolan

DETROIT—Ford Motor Co. is the
healthiest of the Detroit’s Big Three
auto makers but could face a rough
ride facing off with its newest com-
petitor: the U.S. government.

General Motors Corp. and
Chrysler LLC are in line to get $62
billion in investments from the Trea-
sury Department.

As a result, the pair are expected
to cut their debt and shrink their
dealership networks, which will
make them leaner competitors once
they emerge from bankruptcy-court
protection. And GMAC LLC, the gi-
ant lender now serving Chrysler as
well as GM, has received billions of
dollars in aid from the Treasury and
has been granted access to low-cost
capital from the Federal Reserve.

Meanwhile, Ford, which has lost
more than $30 billion since 2006, is
still saddled with about $33 billion
in debt including its obligations to
retirees. Its lending arm isn’t get-
ting government support, and Ford
is moving ahead with a bloated
dealer base.

“What bankruptcy does for GM
and Chrysler is give them some op-
portunity to change quickly. Ford
will have to fight for those same

changes,” said Christopher J.
Ceraso, an automotive analyst with
Credit Suisse.

Ford Chief Executive Alan Mula-
lly said Ford faces no long-term dis-
advantage because of the bailout of
Chrysler and GM and has no plans
for government assistance.

“Clearly, we are in a different
place because we have taken a lot of
that restructuring action,” he said
in an interview Thursday. “That’s
what some of our competitors are
doing now.”

Ford has been restructuring
since Mr. Mulally’s arrival almost
three years ago, shedding more than
40,000 jobs, closing 17 plants and re-
ducing costs by more than $5 bil-
lion. And its global operations are
moving forward on the develop-
ment of new models. GM and
Chrysler’s product-development op-
erations are only now being re-
shaped.

In the short term, however, Wall
Street analysts and advisers to Ford
see challenges for the company.

One of the biggest is in auto
loans.

GMAC in January became a bank
holding company, making it eligible
for bailout funds from the Treasury
Department and low-cost lending
programs from the Fed. GMAC has
since received $12.5 billion in finan-
cial aid from the government. GM on
Wednesday began issuing $3.5 bil-
lion in three-year debt backed by
the federal government. This should
cost GMAC about 2.2% a year.

Ford Motor Credit Co., mean-
while, just priced a five-year bond
and is paying 8%.

After getting help from the Trea-
sury, GMAC in the beginning of the
yearstartedoffering0%loansonsome
GMvehicles.FordMotorCreditfinally
followedsuit last week.

FordMotorCredithasappliedtobe-
come an industrial bank, which would
helplower borrowing costs as a feder-
ally insured lender. A spokeswoman
saidithopestohavetohavetheclassifi-
cationby year-end.

GM and Chrysler are also ex-

pected to emerge from bankruptcy
reorganization with considerably
less debt than Ford, which would
lower their fixed costs. GM’s debt
load is likely to fall postbankruptcy
to about $17 billion, plus its obliga-
tion for retiree health care, from
more than $70 billion.

While Ford has been able to re-
duce its debt burden with some eq-
uity swaps, which analysts expect to
continue, the auto maker still is car-
rying more than $30 billion in long-
term debt and isn’t getting the kind
of cash infusion GM and Chrysler
just received. Coming payments in-
clude $5 billion for Ford Credit due
in October and $10 billion due in
2011 on a revolving credit line the
auto maker drew from in January.

Another challenge for Ford is its
agreement with the United Auto
Workers. The union has reached
deals with Ford, GM and Chrysler to
cut the amount they have to put into
a trust fund to pay for retiree health
care. UAW President Ron Gettelfin-
ger estimated at a recent news con-
ference that GM now is obligated to
fund the trust at about 25 cents on
the dollar, and Chrysler at 30 cents
on the dollar—down from original
payments of 60 cents.

It was unclear what level Ford is
paying but many analysts believe it
is higher than GM and Chrysler. A
person familiar with the matter at
Ford said the company expects addi-
tional concessions from the UAW
long before its current contract ex-
pires in 2011. Mr. Gettelfinger said it

was too early to talk about renegotia-
tions with Ford, but union officials
have said they want the auto maker
to remain competitive with its do-
mestic rivals.

Lastly, GM and Chrysler are us-
ing the bankruptcy process to shed
hundreds of small or money-losing
dealerships. The auto makers hope
the surviving dealers will reinvest in
their operations and give the auto
makers a stronger retail presence.
GM plans to drop 2,600 of its 6,000
dealers and Chrysler 789 of its
3,200.

Ford, however, is unable to
match its competitors’ moves out-
side of bankruptcy court because of
state laws that favor the dealer fran-
chises. The auto maker had 3,723
dealers as of March 31 and has been
only able to trim it very gradually.
Ford executives said the company
has cut its total number of dealers
by 15% since 2005.

Ford says it remains optimistic.
The auto maker will increase produc-
tion of cars and trucks in the third
quarter by about 10% from a year
earlier and is gearing up a market-
ing campaign in hopes of grabbing
market share from its cross-town ri-
vals.

“Our current estimates assume
that Ford gains about 25% of GM
share losses, given the extent of the
product overlap and the likelihood
that customers will remain loyal to
domestic brands,” Goldman Sachs
auto analyst Patrick Archambault
wrote in an investors note Friday.

By Peter Lattman

Flush with $30 billion in new cap-
ital from the U.S. government, Gen-
eral Motors Corp. agreed to finance
a private-equity firm’s buyout of
bankrupt auto-parts company Del-
phi Corp.

GM will provide more than $2.5
billion of the $3.6 billion necessary
for Beverly Hills, Calif., buyout firm
Platinum Equity LLC to gain control
of Delphi, according to a person fa-
miliar with the matter.

Since last Monday, GM and the
government have been mum about

who would provide the money to
help Delphi emerge from bank-
ruptcy. A GM spokeswoman de-
clined to comment on specific fig-
ures but noted in a written state-
ment that funding for the Delphi buy-
out was “incorporated into GM’s re-
vised viability plan.”

GM’s involvement represents
new ground in its use of government
support. The Obama administration
has begun to use private-equity firms
to take over failed banks but has yet
to use them in the auto industry.

Such transactions can prove
hugely profitable for a buyer, de-

pending largely on financing costs
and the buyer’s ability to turn
around an unprofitable business.

Under the terms of the transac-
tion, Platinum is expected to invest
no more than $750 million, accord-
ing to the person familiar with the
deal. GM would provide the balance
in financing.

Those financing commitments
may or may not be drawn upon in
the future, depending on how Delphi
performs. The terms of the GM
loans couldn’t be learned.

As part of the deal, GM is buying
back four Delphi plants and Delphi’s

Saginaw, Mich., global steering unit.
In addition, it is providing a $250
million loan to fund Delphi’s opera-
tions while it remains in Chapter 11.

The Delphi rescue is a turnabout
for GM. Delphi has languished in
bankruptcy court for nearly four
years, and it has been an enormous
cash drain on GM, which has long
subsidized its operations. Earlier
this year, GM said it wasn’t inter-
ested in propping up the auto-parts
maker any further.

Platinum is controlled by Tom
Gores, a Michigan native who has re-
cently made several acquisitions in

the auto sector. Earlier this month,
his firm announced a deal to acquire
Alcoa Inc.’s wire-harness and electri-
cal-distribution business, based in
Farmington Hills, Mich. Platinum
also owns Acument Global Technolo-
gies, a fastening manufacturer in
Troy, Mich., that it acquired from
Textron Inc. in 2006.

The Platinum deal remains sub-
ject to bankruptcy-court approval.
GM has said that if the company
doesn’t get that support, it will try
to complete the transaction through
a sales process under the U.S. Bank-
ruptcy Code.
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Sinking into debt
from unpaid taxes?

800-781-8407 TaxAmnesty.nj.gov
Paynopenaltiesand less interestnowthru June15.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.00 $24.56 0.20 0.82%
Alcoa AA 54.60 10.94 0.25 2.34%
AmExpress AXP 15.20 24.95 –0.30 –1.19%
BankAm BAC 342.70 11.86 –0.01 –0.08%
Boeing BA 13.20 52.65 2.08 4.11%
Caterpillar CAT 14.90 38.47 0.45 1.18%
Chevron CVX 10.40 69.37 –0.42 –0.60%
Citigroup C 166.70 3.46 –0.11 –3.08%
CocaCola KO 9.20 49.44 –0.32 –0.64%
Disney DIS 10.40 24.95 –0.19 –0.76%
DuPont DD 19.50 27.00 –1.71 –5.96%
ExxonMobil XOM 24.90 72.97 –0.01 –0.01%
GenElec GE 63.80 13.54 –0.21 –1.53%
GenMotor GMGMQ 0.00 0.87 0.12 15.95%
HewlettPk HPQ 22.00 37.35 1.26 3.49%
HomeDpt HD 14.00 24.17 –0.40 –1.63%
Intel INTC 59.60 15.92 –0.21 –1.30%
IBM IBM 7.00 107.24 0.91 0.86%
JPMorgChas JPM 55.60 34.55 –0.80 –2.26%
JohnsJohns JNJ 9.50 55.93 0.09 0.16%
KftFoods KFT 9.90 26.63 –0.41 –1.52%
McDonalds MCD 9.50 59.87 –0.37 –0.61%
Merck MRK 24.10 26.07 –0.51 –1.92%
Microsoft MSFT 55.30 22.14 0.31 1.42%
Pfizer PFE 44.80 14.51 –0.13 –0.89%
ProctGamb PG 9.40 53.18 –0.17 –0.32%
3M MMM 5.70 60.94 1.09 1.82%
UnitedTech UTX 7.80 56.39 1.26 2.29%
Verizon VZ 11.60 29.25 –0.32 –1.08%
WalMart WMT 24.50 51.07 0.20 0.39%

Dow Jones Industrial Average P/E: 44
LAST: 8763.13 s 12.89, or 0.15%

YEAR TO DATE: t 13.26, or 0.2%

OVER 52 WEEKS t 3,446.68, or 28.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

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

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

FKI PLC 110 –12 –42 –92 Alcatel Lucent 759 12 –20 3

Tomkins PLC 192 –10 –45 –80 Renault 372 12 –13 88

Rhodia 810 –9 –58 –53 AB Volvo 365 16 –11 82

Contl AG 798 –7 –56 43 Telenor ASA 151 17 5 15

Sol Melia SA 605 –6 –28 –45 ThyssenKrupp AG 442 17 –26 99

Glencore Intl AG 667 –5 –72 –81 ArcelorMittal Fin 517 17 –57 1

Securitas AB 95 –5 –15 –11 Nthn Rock PLC 385 23 29 125

Holcim  275 –5 –39 –40 Metro AG 221 23 –5 25

Man Gp PLC 308 –5 –36 –148 Skandinaviska Enskilda Banken AB  188 26 22 9

Smiths Gp PLC 100 –5 –9 –7 Porsche Automobil Hldg SE 506 34 93 162

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

Rio Tinto U.K. General Mining $48.2 30.01 10.33% –49.2% 13.0%

Barclays U.K. Banks 38.2 2.85 7.14 –13.4 –52.1

BHP Billiton U.K. General Mining 55.5 15.55 6.80 –18.3 61.0

Anglo Amer U.K. General Mining 39.9 18.57 5.99 –43.0 –5.4

ING Groep Netherlands Life Insurance 23.0 7.88 4.54 –65.8 –73.1

UBS Switzerland Banks $40.6 15.01 –3.29% –39.0 –74.3

Nestle S.A. Switzerland Food Products 137.1 38.78 –2.81 –24.1 5.9

Bayer Germany Specialty Chemicals 44.3 41.34 –1.38 –25.2 24.9

HSBC Hldgs U.K. Banks 144.3 5.24 –1.36 –28.3 –35.6

Deutsche Telekom Germany Mobile Telecoms 48.6 7.96 –1.06 –23.5 –38.8

...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 50.6 24.96 4.07% –61.7% ...
Luxembourg (Iron & Steel)
BG Grp 66.6 11.62 3.47 –7.5 71.0%
U.K. (Integrated Oil & Gas)
AXA S.A. 43.1 14.72 2.54 –29.7 –41.3
France (Full Line Insurance)
Soc. Generale 36.2 44.50 2.51 –26.5 –56.6
France (Banks)
Deutsche Bk 38.7 48.37 2.37 –24.6 –43.2
Germany (Banks)
Banco Santander 88.3 7.73 2.11 –33.4 –23.6
Spain (Banks)
Siemens 69.8 54.50 1.76 –22.1 –14.4
Germany (Diversified Industrials)
Daimler 37.5 27.73 1.37 –38.5 –27.3
Germany (Automobiles)
GDF Suez 85.1 27.73 1.20 –34.1 8.0
France (Multiutilities)
Banco Bilbao Viz 45.0 8.58 1.18 –35.1 –43.2
Spain (Banks)
ENI 99.3 17.70 1.14 –29.8 –22.2
Italy (Integrated Oil & Gas)
Royal Dutch Shll 96.7 19.46 1.06 –26.1 –22.4
U.K. (Integrated Oil & Gas)
Allianz SE 45.0 71.06 1.04 –37.8 –38.8
Germany (Full Line Insurance)
L.M. Ericsson Tel B 26.8 69.90 1.01 –10.0 –36.5
Sweden (Telecoms Equipment)
Total S.A. 138.2 41.60 0.98 –22.4 –14.1
France (Integrated Oil & Gas)
ABB 38.4 17.92 0.84 –44.4 30.7
Switzerland (Industrial Machinery)
Koninklijke Phlps 19.2 14.07 0.79 –41.1 –39.8
Netherlands (Consumer Electronics)
Tesco 45.7 3.64 0.75 –11.3 8.8
U.K. (Food Retailers & Wholesalers)
Nokia 58.2 10.94 0.74 –34.9 –32.0
Finland (Telecoms Equipment)
UniCredit 43.9 1.99 0.71 –43.5 –59.9
Italy (Banks)

BNP Paribas S.A. 70.1 47.85 0.62% –21.1% –32.3%
France (Banks)
Unilever 42.3 17.60 0.51 –13.8 3.4
Netherlands (Food Products)
Astrazeneca 58.7 25.23 0.48 18.0 –13.3
U.K. (Pharmaceuticals)
Credit Suisse Grp 54.6 50.00 0.48 –1.4 –25.0
Switzerland (Banks)
Telefonica S.A. 100.6 15.26 0.26 –13.3 17.4
Spain (Fixed Line Telecoms)
Assicurazioni Gen 31.2 15.82 0.25 –37.6 –35.9
Italy (Full Line Insurance)
BASF 40.4 31.34 0.13 –33.6 2.6
Germany (Commodity Chemicals)
Vodafone Grp 105.0 1.13 0.09 –30.1 –6.5
U.K. (Mobile Telecoms)
BP 173.3 5.24 0.05 –9.8 –14.4
U.K. (Integrated Oil & Gas)
SAP 52.0 30.30 0.05 –11.4 –22.6
Germany (Software)
GlaxoSmithKline 94.4 10.32 ... –4.0 –30.7
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 92.1 142.10 ... –21.4 –26.8
Switzerland (Pharmaceuticals)
British Amer Tob 54.7 16.86 –0.12 –9.0 25.5
U.K. (Tobacco)
Novartis 104.3 42.76 –0.14 –20.2 –35.6
Switzerland (Pharmaceuticals)
Diageo 37.3 8.45 –0.18 –14.1 –6.8
U.K. (Distillers & Vintners)
E.ON 69.4 24.75 –0.32 –44.6 –12.9
Germany (Multiutilities)
Sanofi-Aventis S.A. 84.9 46.12 –0.65 2.8 –35.8
France (Pharmaceuticals)
Intesa Sanpaolo 41.0 2.47 –0.70 –36.9 –45.2
Italy (Banks)
Iberdrola S.A. 42.0 6.01 –0.83 –31.3 –5.0
Spain (Conventional Electricity)
France Telecom 58.4 15.96 –0.96 –10.1 –7.7
France (Fixed Line Telecoms)

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 0.77% 1.63% 3.0% 3.9% -5.5%
Event Driven 0.22% 1.47% 2.7% 4.5% -26.8%
Equity Market Neutral -0.07% -0.47% -2.3% -3.5% -11.3%
Equity Long/Short 0.21% 1.19% -0.6% 0.1% -20.2%

*Estimates as of 06/04/09, 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 1.08 103.57% 0.02% 1.87 1.05 1.44

Eur. High Volatility: 11/1 2.21 106.80 0.04 3.89 2.03 2.87

Europe Crossover: 11/1 6.86 110.67 0.10 9.71 6.60 8.26

Asia ex-Japan IG: 11/1 1.66 108.35 0.04 3.84 1.58 2.69

Japan: 11/1 1.57 116.34 0.05 4.33 1.51 2.79

 Note: Data as of June 4

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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Focus on Automobiles

By Stacy Meichtry

And Sofia Celeste

ROME—Italian fashion house
Gianni Versace SpA is seeking
new leadership to navigate the glo-
bal economic downturn, the com-
pany said Friday, announcing the
resignation of Chief Executive Gi-
ancarlo Di Risio.

Mr. Di Risio and Versace’s board,
which includes designer Donatella
Versace and her brother Santo,
reached a “mutual decision to close
their professional relationship,” the
company said in a statement.

The departure highlights the dif-
ficult balancing act fashion execu-
tives face as they try to square the
bottom line with the creative egos
of designers who own high-end la-
bels. Prada SpA, another family-
owned fashion firm, recently de-
cided to part ways with its chief op-
erating officer.

Last month, The Wall Street Jour-
nal reported that Mr. Di Risio was
planning to resign over disagree-
ments with Ms. Versace over how to
cut costs at the fashion house.

As sales across the luxury-goods
sector declined, Mr. Di Risio unsuc-

cessfully urged
the designer to
rein in spending
on promotional
events and sim-
plify her designs
in order to lower
prices on items
ranging from
clothes to hand-
bags, according to
a person familiar
with the matter.

Mr. Di Risio, a
former executive

at LVMH Moët Hennessy Louis Vuit-
ton SA, will remain on Versace’s
board temporarily to ensure a
smooth transitional period as the
company looks for a new chief execu-
tive, the company said.

Over the past two weeks,
Versace family has entered into
talks with fashion executives to po-
tentially succeed Mr. Di Risio, ac-
cording to people familiar with
the matter.

Hired in 2004, Mr. Di Risio was
brought in to pull Versace out of a fi-
nancial tailspin that occurred after
the fashion house’s founder, Gianni
Versace, was murdered in 1997.

Mr. Di Risio cut Versace’s debt by
selling assets, overhauled licensing
deals and homed in on luxury acces-
sories that generate fatter profit
margins than clothes.

Ms. Versace owns a 20% stake in
the company; her daughter, Allegra
Versace Beck, owns 50% of the fash-
ion house; while Santo Versace
owns a 30% stake in the company.

By Jeanne Whalen

A large clinical study designed to
test whether GlaxoSmithKline
PLC’s diabetes drug Avandia can be
harmful to the heart appears to have
raised more questions than it has an-
swered, with some physicians call-
ing the study flawed.

Safety concerns have dogged
Avandia since 2007, when an analy-
sis of the drug suggested that peo-

ple taking it had a higher chance of
suffering a heart attack than people
taking other diabetes pills. That
analysis helped cut Avandia’s sales
in half, from £1.65 billion ($2.67 bil-
lion) in 2006 to £805 billion last
year, and it sent researchers scram-
bling to scrutinize the drug.

Avandia and other diabetes
drugs are designed to control blood-
sugar levels, which can reduce a per-
son’s risk for cardiovascular dis-
ease. But much is still unknown
about the way diabetes drugs affect
the heart.

Results of a large, Glaxo-funded
trial published in the medical jour-
nal The Lancet Friday showed that
people taking Avandia didn’t have
a higher risk of being hospitalized
or dying from cardiovascular prob-
lems than people taking other
drugs for Type 2 diabetes, an out-
come that Philip Home, chairman
of the study’s steering committee
and a professor at Newcastle Uni-
versity, said “provides a robust as-
sessment of [Avandia’s] cardiovas-
cular safety.”

The study “provides important
and reassuring information about
Avandia for physicians fighting dia-

betes,” said Ellen Strahlman, Glaxo’s
chief medical officer.

But a pair of doctors writing an
editorial in The Lancet said “defini-
tive conclusions” about Avandia’s ef-
fects on the heart “remain elusive”
because of the study’s “limitations.”

The 4,447 patients in the study,
called Record, were divided into
groups. One group received Avandia
plus one of two older diabetes
drugs; the other received the two
older drugs in combination. They
were followed for 5µ years.

In their editorial, the endocrinol-
ogists Ravi Retnakaran and Bernard
Zinman of Mount Sinai Hospital in
Toronto said the rate of cardiovascu-
lar problems in the trial was lower
than expected, making it difficult to
draw firm conclusions.

One potential reason, they said,
was that a significant number of peo-
ple in the Avandia group took choles-
terol-lowering statins, which are
known to reduce a person’s risk of
heart attacks or other cardiovascu-
lar problems.

A relatively high level of pa-
tients, 45%, dropping out of the trial
may also have compromised the re-
sults and led to a lower number of
cardiovascular problems, some phy-
sicians said. A Glaxo spokeswoman
said the dropout rate didn’t affect
the primary aim of the study.

Concerning heart attacks, there
were 60 cases in the Avandia group
versus 52 in the other group.

Doctors question study of Glaxo’s Avandia

Cadbury looks to cheaper sweets
For growth in India,
candy maker courts
lower-income groups

Key driver
The U.S. Supreme Court
could soon decide
Chrysler’s fate > Page 4

Donatella
Versace

GlaxoSmithKline’s Avandia treatment,
pictured in 2007

By Sonya Misquitta

MUMBAI—As more Indians begin
to treat themselves to little luxuries,
Cadbury PLC hopes to capture mil-
lions of new customers with choco-
lates that sell for a few pennies.

The British candy maker has
been in India for more than 60 years
and dominates the chocolate mar-
ket. Still, it says, less than half of In-
dia’s 1.1 billion people have ever
tasted chocolate. Traditional milk-
based sweets, or mithai, still domi-
nate the industry here, where they
are given and eaten at festivals.

Cadbury’s sales have been grow-
ing by 20% a year for the past three
years, spurred by the country’s
economic growth and its increas-
ingly affluent middle class. Now,
the company is taking aim at lower-
income consumers by offering
cheaper products.

“We seek to reach out to all of
those consumers that are away from
the cities and to sell [small] piece
products at low price points,” says
Cadbury Chief Executive Todd
Stitzer, in an interview.

Similar strategies have been
used successfully by consumer-
goods makers like Procter & Gam-
ble Co. and Unilever to sell shampoo
and soap to India’s poor.

The candy maker’s latest prod-
uct for the low end of the Indian mar-
ket is Cadbury Dairy Milk Shots. The
pea-sized chocolate balls, which
were introduced this year, are sold
for just two rupees, or about four
U.S. cents, for a five-gram packet of
two. They have a sugar shell to pro-
tect them from the heat.

“It is a sort of temperature-
friendly chocolate treat,” says Mr.
Stitzer. “It’s priced at a lower range
to make it more accessible.”

Cadburyalso sells othersmall, low-
cost candies, such as Eclair caramels,
which have been on the market since

1971 and cost about two cents each.
India and other emerging mar-

kets are increasingly important for
Cadbury as sales growth slows at
home. Last year, emerging markets
accounted for 35% of Cadbury’s
sales and around 60% of its sales
growth, Mr. Stitzer says.

“Emerging markets like India are
a key growth driver,” says Anand Kri-
palu, president of Cadbury Asia.
Low prices are the key, he says, to
make chocolate more affordable to
the average consumer.

Cadbury began operations in In-
dia in 1947, importing milk-choco-
late bars. It wasn’t until 1957 that it
set up its first factory. At the time,
Cadbury was considered a luxury
product purchased only by the elite.

Today, Sriram Singh, a night
watchman for a building in Mumbai,
can afford to buy Cadbury chocolate
bars. “I bought my daughter a Cad-
bury chocolate a few days ago be-
cause she did well in her exams,” he
says. He adds that he buys chocolate
for his daughters as a rare treat but
prefers traditional sweets on spe-
cial occasions.

India has among the lowest per

capita consumption of chocolate in
the world. According to Cadbury,
the size of the Indian chocolate mar-
ket is $465 million a year, compared
with $4.89 billion in Britain, which
has one-tenth the population. Cad-
bury estimates India’s chocolate
and confectionery market will grow
at more than 12% a year.

Cadbury controls 70% of the
chocolate market and 30% of the
confectionary market in India, with
combined sales of more than $338
million, according to market re-
searcher ACNielsen. Nestlé of Swit-
zerland has 25% of the country’s
chocolate market.

Cadbury is seeking to extend its
lead with heavy advertising. It is
the 16th-largest advertiser in In-
dia, in terms of spending, accord-
ing to Sanjay Purohit, the compa-
ny’s executive director for market-
ing, and has invested in its big
brands like Cadbury Dairy Milk,
Five Star and Perk chocolate bars
while introducing new ones like
Bournville dark chocolate.

To keep prices low for its cheap-
est treats, the company has had to
shave costs. It has cut its work force

in India by around 11% in the past
five years, moved factories from
high-cost locations around Mum-
bai and streamlined its supply
chain. To slash its dependence on
imported cocoa, it is also backing a
nationwide push to increase cocoa
production here.

InPalamattomvillageinthesouth-
ernIndianstateofKerala,Cadburyhas
set up a nursery where hundreds of
thousands of cocoa saplings are
grown. It is one of 20 such nurseries
acrosssouthernIndia,fromwhichCad-
bury provides free cocoa saplings to
nearby farms forcultivation.

Cadbury also encourages farm-
ers to grow cocoa by providing tech-
nical expertise and advice on where
they can get free inputs from the gov-
ernment like fertilizers. It later buys
cocoa beans from the farmers.

The company plans to make In-
dia self-sufficient in cocoa produc-
tion by 2015. Already Cadbury im-
ports only 50% of its cocoa needs. Lo-
cal cocoa costs around 30% less than
imported cocoa, largely because
there is a 30% tariff on imports.
 —Eric Bellman

contributed to this article.

CORPORATE NEWS

Cadbury’s sales in India Confectionery market share 
in India, 2008

Source: Cadbury

Candy can
Cadbury hopes to see continued success in India by tempting lower-income 
consumers with cut-price chocolate.
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Versace CEO
resigns position
as expected
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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.

2.66% 12 World -a % % 188.64 –0.32% –34.0% 4.69% 11 U.S. Select Dividend -b % % 527.82 –0.25% –29.6%

2.17% 14 Global Dow 1129.60 1.24% –28.6% 1680.43 –0.05% –36.4% 4.67% 15 Infrastructure 1225.20 0.56% –24.8% 1636.24 –0.72% –33.1%

3.37% 26 Stoxx 600 210.80 0.62% –32.1% 220.49 –0.66% –39.5% 1.82% 7 Luxury 711.40 0.70% –23.9% 844.86 –0.58% –32.2%

3.53% 17 Stoxx Large 200 225.90 0.63% –32.0% 235.04 –0.65% –39.4% 5.43% 5 BRIC 50 367.00 1.08% –23.8% 495.82 0.95% –31.4%

2.54% -17 Stoxx Mid 200 194.40 0.35% –32.4% 202.22 –0.92% –39.8% 4.16% 13 Africa 50 731.10 0.55% –30.2% 649.98 –0.73% –37.8%

2.74% -28 Stoxx Small 200 122.30 0.94% –31.6% 127.19 –0.34% –39.1% 3.67% 7 GCC % % 1458.35 –0.16% –51.4%

3.35% 19 Euro Stoxx 231.80 0.56% –33.6% 242.48 –0.72% –40.9% 3.29% 12 Sustainability 700.60 0.92% –27.5% 828.57 –0.36% –35.5%

3.51% 14 Euro Stoxx Large 200 246.60 0.60% –33.5% 256.41 –0.68% –40.8% 2.58% 12 Islamic Market -a % % 1655.12 –0.01% –30.6%

2.58% -12 Euro Stoxx Mid 200 218.30 0.25% –34.5% 226.89 –1.03% –41.7% 2.97% 11 Islamic Market 100 1493.40 1.34% –18.8% 1790.25 0.05% –27.7%

2.82% 16 Euro Stoxx Small 200 134.20 0.71% –33.0% 139.40 –0.57% –40.4% 2.97% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1191.40 1.19% –43.3% 1428.29 –0.09% –49.5% 2.18% 12 DJ U.S. TSM % % 9654.77 –0.20% –30.7%

5.19% 9 Euro Stoxx Select Div 30 1397.70 1.23% –45.9% 1682.00 –0.05% –51.8% % DJ-UBS Commodity 124.90 0.54% –36.2% 127.06 –0.74% –43.2%

*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 1.2479 1.9995 1.1521 0.1607 0.0404 0.1952 0.0127 0.3164 1.7494 0.2349 1.1229 ...

 Canada 1.1114 1.7807 1.0260 0.1431 0.0360 0.1738 0.0113 0.2818 1.5579 0.2092 ... 0.8906

 Denmark 5.3124 8.5121 4.9046 0.6839 0.1720 0.8308 0.0542 1.3470 7.4472 ... 4.7801 4.2571

 Euro 0.7133 1.1430 0.6586 0.0918 0.0231 0.1116 0.0073 0.1809 ... 0.1343 0.6419 0.5716

 Israel 3.9440 6.3195 3.6412 0.5078 0.1277 0.6168 0.0402 ... 5.5289 0.7424 3.5488 3.1605

 Japan 98.0300 157.0735 90.5045 12.6204 3.1738 15.3316 ... 24.8555 137.4234 18.4531 88.2080 78.5563

 Norway 6.3940 10.2451 5.9032 0.8232 0.2070 ... 0.0652 1.6212 8.9634 1.2036 5.7534 5.1238

 Russia 30.8874 49.4909 28.5163 3.9764 ... 4.8307 0.3151 7.8315 43.2995 5.8142 27.7927 24.7516

 Sweden 7.7676 12.4460 7.1713 ... 0.2515 1.2148 0.0792 1.9695 10.8890 1.4622 6.9893 6.2246

 Switzerland 1.0832 1.7355 ... 0.1394 0.0351 0.1694 0.0110 0.2746 1.5184 0.2039 0.9746 0.8680

 U.K. 0.6241 ... 0.5762 0.0803 0.0202 0.0976 0.0064 0.1582 0.8749 0.1175 0.5616 0.5001

 U.S. ... 1.6023 0.9232 0.1287 0.0324 0.1564 0.0102 0.2535 1.4019 0.1882 0.8998 0.8013

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 444.00 –4.50 –1.00% 826.00 314.00
Soybeans (cents/bu.) CBOT 1225.50 –4.50 –0.37 1,650.00 779.00
Wheat (cents/bu.) CBOT 623.00 –12.25 –1.93 1,144.75 447.00
Live cattle (cents/lb.) CME 81.150 0.150 0.19% 117.500 78.075
Cocoa ($/ton) ICE-US 2,725 –7 –0.26 3,237 1,950
Coffee (cents/lb.) ICE-US 133.85 –5.35 –3.84 181.60 106.60
Sugar (cents/lb.) ICE-US 15.53 0.29 1.90 16.05 9.97
Cotton (cents/lb.) ICE-US 55.11 –1.77 –3.11 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,520.00 –49 –1.91 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,764 13 0.74 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,548 5 0.32 2,314 1,434

Copper (cents/lb.) COMEX 228.40 –1.70 –0.74 372.00 129.95
Gold ($/troy oz.) COMEX 962.60 –19.70 –2.01 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1538.80 –50.70 –3.19 2,170.00 690.00
Aluminum ($/ton) LME 1,586.50 115.50 7.85 3,340.00 1,288.00
Tin ($/ton) LME 14,560.00 110.00 0.76 23,700.00 9,750.00
Copper ($/ton) LME 5,055.00 170.00 3.48 8,811.00 2,815.00
Lead ($/ton) LME 1,665.00 85.00 5.38 2,225.00 870.00
Zinc ($/ton) LME 1,580.00 53.00 3.47 2,034.50 1,065.00
Nickel ($/ton) LME 14,700 760 5.45 24,530 9,000

Crude oil ($/bbl.) NYMEX 68.44 –0.37 –0.54 147.40 42.19
Heating oil ($/gal.) NYMEX 1.7701 –0.0139 –0.78 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.9546 –0.0075 –0.38 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.868 0.058 1.52 11.981 3.395
Brent crude ($/bbl.) ICE-EU 69.06 –0.39 –0.56 129.00 43.41
Gas oil ($/ton) ICE-EU 562.50 –4.25 –0.75 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on June 5
Per In

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

Argentina peso-a 5.2482 0.1905 3.7438 0.2671

Brazil real 2.7429 0.3646 1.9566 0.5111

Canada dollar 1.5579 0.6419 1.1114 0.8998
1-mo. forward 1.5577 0.6420 1.1112 0.9000

3-mos. forward 1.5571 0.6422 1.1108 0.9003
6-mos. forward 1.5558 0.6427 1.1099 0.9010

Chile peso 793.10 0.001261 565.75 0.001768
Colombia peso 2889.95 0.0003460 2061.53 0.0004851

Ecuador US dollar-f 1.4019 0.7133 1 1
Mexico peso-a 18.5935 0.0538 13.2636 0.0754

Peru sol 4.1628 0.2402 2.9695 0.3368
Uruguay peso-e 32.593 0.0307 23.250 0.0430

U.S. dollar 1.4019 0.7133 1 1
Venezuela bolivar 3.01 0.332205 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7494 0.5716 1.2479 0.8014
China yuan 9.5789 0.1044 6.8331 0.1463

Hong Kong dollar 10.8662 0.0920 7.7513 0.1290
India rupee 66.0061 0.0152 47.0850 0.0212

Indonesia rupiah 13934 0.0000718 9940 0.0001006
Japan yen 137.42 0.007277 98.03 0.010201

1-mo. forward 137.37 0.007279 98.00 0.010205
3-mos. forward 137.28 0.007285 97.92 0.010212

6-mos. forward 137.04 0.007297 97.76 0.010230
Malaysia ringgit-c 4.9002 0.2041 3.4955 0.2861

New Zealand dollar 2.2099 0.4525 1.5764 0.6344
Pakistan rupee 112.989 0.0089 80.600 0.0124

Philippines peso 65.957 0.0152 47.050 0.0213
Singapore dollar 2.0352 0.4914 1.4518 0.6888

South Korea won 1750.21 0.0005714 1248.50 0.0008010
Taiwan dollar 45.690 0.02189 32.593 0.03068
Thailand baht 47.985 0.02084 34.230 0.02921

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

Euro zone euro 1 1 0.7133 1.4019

1-mo. forward 1.0003 0.9997 0.7136 1.4014

3-mos. forward 1.0010 0.9990 0.7140 1.4005

6-mos. forward 1.0015 0.9985 0.7144 1.3998

Czech Rep. koruna-b 26.965 0.0371 19.236 0.0520

Denmark krone 7.4472 0.1343 5.3124 0.1882

Hungary forint 288.14 0.003471 205.54 0.004865

Norway krone 8.9634 0.1116 6.3940 0.1564

Poland zloty 4.5442 0.2201 3.2416 0.3085

Russia ruble-d 43.300 0.02309 30.887 0.03238

Sweden krona 10.8890 0.0918 7.7676 0.1287

Switzerland franc 1.5184 0.6586 1.0832 0.9232

1-mo. forward 1.5179 0.6588 1.0828 0.9235

3-mos. forward 1.5167 0.6593 1.0819 0.9243

6-mos. forward 1.5141 0.6605 1.0800 0.9259

Turkey lira 2.1554 0.4639 1.5376 0.6504

U.K. pound 0.8749 1.1430 0.6241 1.6023

1-mo. forward 0.8750 1.1429 0.6242 1.6022

3-mos. forward 0.8752 1.1427 0.6243 1.6018

6-mos. forward 0.8753 1.1424 0.6244 1.6015

MIDDLE EAST/AFRICA
Bahrain dinar 0.5285 1.8921 0.3770 2.6524

Egypt pound-a 7.8469 0.1274 5.5975 0.1787

Israel shekel 5.5289 0.1809 3.9440 0.2535

Jordan dinar 0.9919 1.0082 0.7076 1.4133

Kuwait dinar 0.4030 2.4815 0.2875 3.4787

Lebanon pound 2103.48 0.0004754 1500.50 0.0006665

Saudi Arabia riyal 5.2572 0.1902 3.7502 0.2667

South Africa rand 11.2766 0.0887 8.0441 0.1243

United Arab dirham 5.1481 0.1942 3.6724 0.2723

SDR -f 0.9053 1.1046 0.6458 1.5485

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 600 210.76 1.29 0.62% 7.0% –32.1%

 14 DJ Stoxx 50 2146.35 15.25 0.72 3.9% –29.6%

 19 Euro Zone DJ Euro Stoxx 231.77 1.30 0.56 4.0% –33.6%

 16 DJ Euro Stoxx 50 2503.17 16.09 0.65 2.1% –30.4%

 8 Austria ATX 2145.58 22.99 1.08 22.5% –49.8%

 12 Belgium Bel-20 2071.39 8.37 0.41 8.5% –43.6%

 8 Czech Republic PX 951.0 18.6 1.99 10.8% –41.7%

 15 Denmark OMX Copenhagen 272.82 Closed 20.6% –34.8%

 12 Finland OMX Helsinki 5802.82 4.90 0.08 7.4% –37.7%

 12 France CAC-40 3339.05 27.02 0.82 3.8% –30.4%

 20 Germany DAX 5077.03 12.23 0.24 5.5% –25.4%

 … Hungary BUX 15635.99 515.98 3.41 27.7% –28.9%

 8 Ireland ISEQ 2932.28 50.55 1.75 25.1% –49.5%

 9 Italy FTSE MIB 20170.08 40.65 0.20 3.6% –36.5%

 9 Netherlands AEX 266.93 3.13 1.19 8.5% –43.4%

 9 Norway All-Shares 352.80 4.36 1.25 30.6% –37.8%

 17 Poland WIG 31399.03 –60.14 –0.19% 15.3% –31.5%

 14 Portugal PSI 20 7178.29 –7.56 –0.11 13.2% –30.2%

 … Russia RTSI 1149.95 41.22 3.72% 82.0% –51.6%

 8 Spain IBEX 35 9519.0 64.4 0.68 3.5% –26.3%

 15 Sweden OMX Stockholm 241.52 0.58 0.24 18.3% –24.0%

 10 Switzerland SMI 5398.90 –23.31 –0.43% –2.5% –26.9%

 … Turkey ISE National 100 34750.19 481.30 1.40 29.4% –12.3%

 10 U.K. FTSE 100 4438.56 51.62 1.18 0.1% –24.9%

 20 ASIA-PACIFIC DJ Asia-Pacific 105.59 –0.07 –0.07 12.8% –31.9%

 … Australia SPX/ASX 200 3971.2 36.6 0.93 6.7% –29.0%

 26 China CBN 600 23715.00 –108.91 –0.46 60.6% –14.4%

 16 Hong Kong Hang Seng 18679.53 176.76 0.96 29.8% –23.5%

 18 India Sensex 15103.55 94.87 0.63 56.6% –3.0%

 … Japan Nikkei Stock Average 9768.01 99.05 1.02 10.3% –32.6%

 … Singapore Straits Times 2396.35 33.61 1.42 36.0% –23.8%

 11 South Korea Kospi 1394.71 16.57 1.20 24.0% –23.9%

 15 AMERICAS DJ Americas 246.94 –0.59 –0.24 9.2% –31.6%

 … Brazil Bovespa 53341.01 –122.89 –0.23 42.1% –23.6%

 17 Mexico IPC 24913.01 164.98 0.67 11.3% –20.0%

*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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 5, 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* 250.61 0.23% 10.1% –35.4%

3.10% 15 World (Developed Markets) 986.03 0.31% 7.2% –35.4%

2.80% 16 World ex-EMU 115.64 0.37% 7.5% –33.9%

2.90% 16 World ex-UK 985.52 0.45% 6.7% –34.8%

3.80% 13 EAFE 1,328.86 –0.68% 7.4% –38.1%

3.00% 13 Emerging Markets (EM) 781.76 –0.31% 37.9% –35.4%

4.30% 11 EUROPE 73.12 –0.21% 5.3% –35.0%

4.50% 11 EMU 149.90 –0.02% 5.5% –42.5%

4.10% 12 Europe ex-UK 80.31 0.16% 3.5% –35.1%

5.10% 10 Europe Value 82.22 –0.09% 6.0% –36.7%

3.60% 12 Europe Growth 63.21 –0.33% 4.6% –33.4%

3.50% 12 Europe Small Cap 127.75 –0.67% 26.5% –34.4%

2.70% 7 EM Europe 219.79 0.58% 38.4% –51.1%

4.90% 8 UK 1,303.20 0.12% –0.9% –27.4%

3.10% 11 Nordic Countries 113.44 0.26% 15.7% –39.8%

1.80% 6 Russia 627.49 1.11% 52.2% –60.0%

3.90% 10 South Africa 622.18 0.28% 7.5% –19.5%

3.60% 16 AC ASIA PACIFIC EX-JAPAN 327.45 –1.86% 32.4% –31.9%

1.80% 28 Japan 564.15 –0.52% 6.4% –36.8%

2.50% 14 China 54.73 –1.07% 34.2% –23.0%

1.20% 18 India 590.63 1.01% 60.0% –11.7%

1.40% 15 Korea 374.29 –2.46% 21.9% –27.2%

5.10% 35 Taiwan 247.56 –2.15% 42.8% –25.5%

2.30% 22 US BROAD MARKET 1,039.86 1.24% 5.9% –32.3%

1.70% -51 US Small Cap 1,382.85 1.85% 10.9% –30.4%

3.40% 13 EM LATIN AMERICA 3,081.60 1.77% 48.3% –40.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Tenneco pursues growth in China
Auto-parts maker
expects sales gains
from emission rules

By Gordon Fairclough

SHANGHAI—Auto-parts maker
Tenneco Inc. is taking steps to
boost production and expand re-
search and development in China
as an economic downturn hobbles
North American and European ve-
hicle markets.

Tenneco Chairman and Chief
Executive Gregg Sherrill last week
said the Lake Forest, Ill., maker of
emissions-control equipment,
shock absorbers and other automo-
tive components expects demand
for its products to keep rising in

China as car and truck sales climb
and the government tightens envi-
ronmental rules.

“There is no higher priority
than China,” Mr. Sherrill said in an
interview. “Nowhere else
are we going to see, over
the next decade, the
growth” in vehicle-sales
volumes that are forecast
for China. “If there’s a
bright spot in the automo-
tive world at the moment,
it’s China,” he said.

Tenneco on Tuesday
said it had formed a joint
venture with a Chinese
partner, Beijing Haina-
chuan Automotive Parts
Co., to make emissions-control
and exhaust systems at a plant in
the Chinese capital. Initially, the
venture will supply the China oper-

ations of South Korea’s Hyundai
Motor Co.

The Beijing plant—51%-owned
by Tenneco—will be the compa-
ny’s sixth joint venture in China. It

also operates one wholly
owned plant. Later this
year, Tenneco also will
start work at a plant in
Guangzhou. The factory
will supply emissions-con-
trol systems to Japan’s
Nissan Motor Co., which
has manufacturing opera-
tions in southern China.
Mr. Sherrill said Tenneco
has yet to decide whether
it will work with a partner
or open the plant entirely

on its own.
“Emissions control is our real

growth engine,” said Mr. Sherrill,
as governments in China, the U.S.

and elsewhere enact more strin-
gent rules governing car and truck
emissions. “Our growth is being
pulled by regulations.”

In China, tougher emissions
standards are set to kick in next
year, something Mr. Sherrill ex-
pects to drive growth in Tenneco’s
sales, especially of emissions-con-
trol systems for diesel-powered
commercial vehicles. Tenneco
makes components that filter par-
ticulate matter from diesel ex-
haust and reduce emissions.

The severity of the downturn in
the U.S. and Europe has required
Tenneco to cut costs and restruc-
ture to preserve cash and outlast
the crisis, Mr. Sherrill said. But he
said the company has continued to
invest in developing emissions-
control technologies that he says
will drive Tenneco’s growth.

CORPORATE NEWS

Gregg Sherrill

By John Murphy

Looking to gain an early lead in the
emission-free vehicle market, Mitsub-
ishi Motors Corp. Friday launched a
compact, four-door electric car that it
will market in Japan to corporate cus-
tomers starting in late July.

The lithium-ion battery-pow-
ered i-MiEV, which can travel 160 ki-
lometers on a single charge, is the
first step into the eco-friendly car
market by the small Tokyo-based
auto maker better known for its
brawny SUVs like the Pajero.

By bringing its electric car to mar-
ket this year, Mitsubishi is hoping to
gain a lead over Nissan Motor Co.,
Japan’s third-largest auto maker by
sales units, which plans to sell its
own electric vehicle starting in 2010.

But sales volume will be small.
Mitsubishi expects to sell 1,400 vehi-
cles in Japan in the fiscal year end-
ing March 2010, raising sales to
5,000 vehicles next fiscal year when
it starts individual sales in Japan.

Mitsubishi is testing the car in
the U.S. but hasn’t announced
when it might go on sale there.
World-wide, Mitsubishi plans to
ship the i-MiEV in limited quanti-
ties to the U.K., New Zealand,
Hong Kong and Singapore starting
this year. It has also agreed to sup-
ply i-MiEVs to French auto maker
PSA Peugeot-Citroën SA in late
2010 or early 2011.

By 2020, Mitsubishi says it ex-
pects electric vehicles will make up
20% of its overall production volume.

For now, Mitsubishi’s ambitions
are constrained by its production
capacity and by the high cost of the
vehicles. Mitsubishi plans to pro-
duce about 2,000 electric cars in
the fiscal year ending March 2010,
ramping up to 30,000 vehicles by
2013, as its lithium-ion battery pro-
duction operations are expanded
at Lithium Energy Japan, a joint
venture run by Mitsubishi Motors,
sister company Mitsubishi Corp.
and GS Yuasa Corp.

Nissan is putting the finishing
touches on its own lithium-ion bat-
tery plant outside Tokyo and plans
to roll out 50,000 electric cars in the
first year of production.

With a 4.59 million yen ($46,500)
price tag, the i-MiEV may also strug-
gle to find buyers during the worst
recession to hit Japan since World
War II. Mitsubishi is counting on gen-
erous government incentives to stim-
ulate the market for the vehicles.
The national government is cur-
rently offering subsidies of up to 1.39
million yen on “clean energy” vehi-
cles like the i-MiEV. Some local gov-
ernments are also offering addi-
tional subsidies that could bring the
price of the i-MiEV down to as low as
2.2 million yen.

In addition to Nissan’s electric
car, the i-MiEV will likely compete
with gas-electric hybrids like Toy-
ota Motor Corp.’s Prius and Honda
Motor Co.’s Insight, which each sell
in Japan for about two million yen.
Nissan hasn’t announced the price
for its electric car.

Still, many auto makers and ana-
lysts remain skeptical of the poten-
tial for large-scale sales of electric
cars because of their limited range
and the need to build more recharg-
ing stations to support them.

Mitsubishi is selling its electric
car to corporate customers in Japan
first to allow more time for local gov-
ernments and businesses to set up
recharging stations around the coun-
try to support electric car drivers.

Electric-car line
from Mitsubishi
aims for Japan

www.goodentrepreneur.com

CNBC and Allianz have launched a competition to find entrepreneurs
with environmentally sustainable business concepts. Do you have an idea
that could lead to a greener future?

The winner will receive a cash prize, business support from Allianz and exposure
on CNBC. Entries must be received between 8 June and 31 July 2009.

Visit The Good Entrepreneur website to learn more.

All it takes is one good thought,
one good idea, to inspire the world.

Have you got a GOOD
idea that could change
the world?
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MP-TURKEY.SI OT OT SVN 06/04 EUR 24.55 25.7 –32.8 –28.8

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 06/04 USD 11.67 33.8 –17.7 –6.7
Parex Caspian Sea Eq EU EQ LVA 06/04 EUR 2.95 40.5 –67.1 –45.6
Parex Eastern Europ Bd EU BD LVA 06/04 USD 11.67 33.8 –17.7 –6.7
Parex Russian Eq EE EQ LVA 06/04 USD 15.77 82.1 –50.9 –19.5

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 06/05 USD 142.53 28.5 –32.3 –15.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 06/05 USD 136.30 28.1 –32.9 –16.0
PF (LUX)-Biotech-Pca OT EQ LUX 06/04 USD 263.90 –7.4 –21.0 –8.4
PF (LUX)-CHF Liq-Pca CH MM LUX 06/04 CHF 124.14 0.1 0.8 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 06/04 CHF 93.70 0.1 0.8 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 06/04 USD 95.77 17.8 –21.1 –12.7
PF (LUX)-East Eu-Pca EU EQ LUX 06/04 EUR 221.49 65.9 –50.6 –29.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 06/05 USD 128.10 37.5 –39.0 –17.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 06/05 USD 413.34 35.9 –39.7 –17.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 06/04 EUR 83.14 8.8 –31.5 –25.0
PF (LUX)-EUR Bds-Pca EU BD LUX 06/04 EUR 367.22 –1.7 3.0 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 06/04 EUR 279.45 –1.7 3.0 1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 06/04 EUR 133.43 6.8 2.5 0.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 06/04 EUR 93.81 6.8 2.5 0.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 06/04 EUR 115.80 28.4 –17.1 –13.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 06/04 EUR 67.13 28.4 –17.1 –13.2
PF (LUX)-EUR Liq-Pca EU MM LUX 06/04 EUR 135.58 0.7 2.7 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 06/04 EUR 97.71 0.7 2.7 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 06/04 EUR 102.28 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 06/04 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 06/04 EUR 340.15 11.2 –35.0 –28.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 06/04 EUR 109.42 8.2 –31.9 –27.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 06/04 USD 214.94 13.5 5.6 4.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 06/04 USD 146.22 13.5 5.6 4.5
PF (LUX)-Gr China-Pca AS EQ LUX 06/05 USD 293.71 38.1 –22.5 –4.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 06/05 USD 300.14 56.6 –15.9 –8.8
PF (LUX)-Jap Index-Pca JP EQ LUX 06/05 JPY 8826.78 8.4 –35.8 –27.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 06/05 JPY 7610.72 4.2 –41.2 –32.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 06/05 JPY 7408.81 4.0 –41.6 –33.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 06/05 JPY 4236.27 7.9 –37.4 –28.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 06/05 USD 207.59 31.1 –30.8 –14.8
PF (LUX)-Piclife-Pca CH BA LUX 06/04 CHF 721.07 4.6 –10.3 –9.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 06/04 EUR 50.85 15.2 –24.9 –23.9
PF (LUX)-Rus Eq-Pca OT OT LUX 06/04 USD 44.82 96.2 –56.5 NS
PF (LUX)-Security-Pca GL EQ LUX 06/04 USD 83.02 16.2 –17.3 –15.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 06/04 EUR 374.62 14.8 –34.7 –28.5
PF (LUX)-US Eq-Ica US EQ LUX 06/04 USD 86.48 5.9 –30.6 –18.5
PF (LUX)-USA Index-Pca US EQ LUX 06/04 USD 76.16 5.1 –30.4 –20.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 06/04 USD 500.77 –5.6 4.7 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 06/04 USD 367.46 –5.6 4.7 6.2
PF (LUX)-USD Liq-Pca US MM LUX 06/04 USD 130.79 0.5 1.6 2.6
PF (LUX)-USD Liq-Pdi US MM LUX 06/04 USD 85.40 0.5 1.6 2.6
PF (LUX)-USD Sov Liq-Pca OT OT LUX 06/04 USD 101.52 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 06/04 USD 100.81 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 06/04 EUR 107.17 4.0 –26.3 –19.5
PF (LUX)-WldGovBds-Pca GL BD LUX 06/05 USD 158.42 –3.9 4.1 8.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 06/05 USD 131.13 –3.9 4.1 8.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 06/04 USD 47.83 15.2 –52.1 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 06/04 USD 10.65 35.8 –21.5 –15.3
Japan Fund USD JP EQ IRL 06/05 USD 15.16 3.2 –12.0 –9.7
Polar Healthcare Class I USD OT OT IRL 06/04 USD 10.75 NS NS NS
Polar Healthcare Class R USD OT OT IRL 06/04 USD 10.77 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 04/30 USD 127.42 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 04/30 USD 8.01 18.7 –47.7 –21.6
Europn Conviction USD B EU EQ CYM 04/30 USD 127.33 0.8 7.5 8.8

Europn Forager USD B OT OT CYM 04/30 USD 185.40 3.6 –11.9 –4.6

Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 –4.7 14.7

Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2

UK Fund USD A OT OT CYM 04/30 USD 175.62 5.9 4.0 4.2

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 06/03 USD 94.46 47.1 –31.8 –13.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 06/04 EUR 589.93 4.7 –32.8 NS

Core Eurozone Eq B EU EQ IRL 06/04 EUR 691.55 5.2 –31.7 NS

Euro Fixed Income A EU BD IRL 06/04 EUR 1135.70 0.3 –6.8 –5.1

Euro Fixed Income B EU BD IRL 06/04 EUR 1208.29 0.6 –6.3 –4.5

Euro Small Cap A EU EQ IRL 06/04 EUR 984.46 16.1 –37.4 –33.4

Euro Small Cap B EU EQ IRL 06/04 EUR 1050.92 16.4 –37.1 –33.0

Eurozone Agg Eq A EU EQ IRL 06/04 EUR 545.07 9.7 –33.9 –28.6

Eurozone Agg Eq B EU EQ IRL 06/04 EUR 780.65 10.0 –33.5 –28.2

Glbl Bd (EuroHdg) A GL BD IRL 06/04 EUR 1241.35 3.7 –3.1 –1.5

Glbl Bd (EuroHdg) B GL BD IRL 06/04 EUR 1313.09 3.9 –2.4 –0.8

Glbl Bd A EU BD IRL 06/04 EUR 1006.20 2.6 3.3 –1.6

Glbl Bd B EU BD IRL 06/04 EUR 1067.47 2.9 3.9 –1.0

Glbl Real Estate A OT EQ IRL 06/04 USD 705.44 5.8 –44.0 –31.1

Glbl Real Estate B OT EQ IRL 06/04 USD 724.76 6.1 –43.7 –30.7

Glbl Real Estate EH-A OT EQ IRL 06/04 EUR 648.41 3.4 –42.9 –32.5

Glbl Real Estate SH-B OT EQ IRL 06/04 GBP 60.73 2.4 –43.4 –32.1

Glbl Strategic Yield A EU BD IRL 06/04 EUR 1334.31 18.0 –11.0 –6.5

Glbl Strategic Yield B EU BD IRL 06/04 EUR 1422.98 18.3 –10.5 –5.9

Japan Equity A JP EQ IRL 06/04 JPY 11601.00 12.2 –34.8 –27.8

Japan Equity B JP EQ IRL 06/04 JPY 12322.00 12.5 –34.4 –27.4

PacBasn (Ex-Jap) Eq A AS EQ IRL 06/04 USD 1761.60 37.0 –27.0 –13.6

PacBasn (Ex-Jap) Eq B AS EQ IRL 06/04 USD 1873.51 37.3 –26.5 –13.1

Pan European Eq A EU EQ IRL 06/04 EUR 785.03 9.2 –33.9 –27.9

Pan European Eq B EU EQ IRL 06/04 EUR 833.96 9.5 –33.6 –27.5

US Equity A US EQ IRL 06/04 USD 735.44 9.9 –32.5 –20.3

US Equity B US EQ IRL 06/04 USD 784.76 10.2 –32.1 –19.8

US Small Cap A US EQ IRL 06/04 USD 1096.34 9.0 –32.8 –22.6

US Small Cap B US EQ IRL 06/04 USD 1170.52 9.3 –32.4 –22.2

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 06/05 SEK 67.04 11.4 –34.5 –29.6

Choice Japan Fd JP EQ LUX 06/05 JPY 48.55 8.0 –34.6 –29.6

Choice Jpn Chance/Risk JP EQ LUX 06/05 JPY 49.21 9.9 –41.9 –30.7

Choice NthAmChance/Risk US EQ LUX 06/05 USD 3.32 18.6 –36.8 –20.2

Europe 2 Fd EU EQ LUX 06/05 EUR 0.79 13.5 –36.7 –30.1

Europe 3 Fd EU EQ LUX 06/05 EUR 3.35 9.9 –38.3 –31.2

Global Chance/Risk Fd GL EQ LUX 06/05 EUR 0.51 8.6 –29.8 –25.1

Global Fd GL EQ LUX 06/05 USD 1.80 7.9 –36.3 –23.5

Intl Mixed Fd -C- NO BA LUX 06/05 USD 23.75 3.4 –26.9 –15.4

Intl Mixed Fd -D- NO BA LUX 06/05 USD 16.52 3.3 –26.9 –15.4

Wireless Fd OT EQ LUX 06/05 EUR 0.12 28.8 –24.8 –19.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 06/05 USD 6.11 34.8 –23.8 –13.1

Currency Alpha EUR -IC- OT OT LUX 06/05 EUR 10.60 –2.9 1.2 2.0

Currency Alpha EUR -RC- OT OT LUX 06/05 EUR 10.53 –3.1 0.8 1.6

Currency Alpha SEK -ID- OT OT LUX 06/05 SEK 98.66 –6.6 –2.8 NS

Currency Alpha SEK -RC- OT OT LUX 06/05 SEK 114.41 –3.1 0.8 1.6

Generation Fd 80 OT OT LUX 06/05 SEK 7.11 11.3 –20.0 NS

Nordic Focus EUR NO EQ LUX 06/05 EUR 62.24 24.8 –32.9 NS

Nordic Focus NOK NO EQ LUX 06/05 NOK 69.44 24.8 –32.9 NS

Nordic Focus SEK NO EQ LUX 06/05 SEK 72.05 24.8 –32.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 06/05 USD 1.53 9.9 –31.9 –22.1

Ethical Global Fd GL EQ LUX 06/05 USD 0.67 12.2 –32.7 –23.1

Ethical Sweden Fd NO EQ LUX 06/05 SEK 33.42 21.2 –18.1 –17.9

Europe Fd EU EQ LUX 06/05 USD 1.78 9.3 –28.5 –25.6

Index Linked Bd Fd SEK OT BD LUX 06/05 SEK 12.51 –1.8 1.4 3.3

Medical Fd OT EQ LUX 06/05 USD 2.69 –6.1 –22.4 –15.9

Short Medium Bd Fd SEK NO MM LUX 06/05 SEK 8.78 0.9 2.3 2.8

Technology Fd OT EQ LUX 06/05 USD 2.03 30.5 –25.2 –11.9

World Fd NO BA LUX 06/05 USD 1.77 10.3 –31.1 –18.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 06/05 EUR 1.27 0.1 0.6 1.5

Short Bond Fd SEK NO MM LUX 06/05 SEK 21.85 1.4 2.5 2.9

Short Bond Fd USD US MM LUX 06/05 USD 2.49 –0.2 0.7 2.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 06/05 SEK 9.89 –1.7 –3.0 –0.9

Alpha Bond Fd SEK -B- NO BD LUX 06/05 SEK 8.56 –1.7 –3.0 –0.9

Alpha Bond Fd SEK -C- NO BD LUX 06/05 SEK 24.77 –1.7 –3.1 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 06/05 SEK 7.71 –1.7 –3.1 –1.0

Alpha Short Bd SEK -A- NO MM LUX 06/05 SEK 11.02 2.0 3.1 3.3

Alpha Short Bd SEK -B- NO MM LUX 06/05 SEK 10.08 2.0 3.1 3.3

Alpha Short Bd SEK -C- NO MM LUX 06/05 SEK 21.56 1.9 3.0 3.2

Alpha Short Bd SEK -D- NO MM LUX 06/05 SEK 8.16 1.9 3.0 3.2

Bond Fd SEK -C- NO BD LUX 06/05 SEK 41.42 –0.3 9.1 5.5

Bond Fd SEK -D- NO BD LUX 06/05 SEK 12.03 –0.2 9.2 5.0

Corp. Bond Fd EUR -C- EU BD LUX 06/05 EUR 1.14 4.1 –3.7 –1.9

Corp. Bond Fd EUR -D- EU BD LUX 06/05 EUR 0.87 4.2 –3.6 –2.0

Corp. Bond Fd SEK -C- NO BD LUX 06/05 SEK 11.15 3.8 –8.0 –3.7

Corp. Bond Fd SEK -D- NO BD LUX 06/05 SEK 8.43 3.8 –8.0 –3.6

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/05 EUR 100.27 –3.5 3.1 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/05 EUR 104.68 1.1 7.6 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 06/05 SEK 1137.73 1.1 7.6 NS

Flexible Bond Fd -C- NO BD LUX 06/05 SEK 21.19 1.6 6.0 4.4

Flexible Bond Fd -D- NO BD LUX 06/05 SEK 11.59 1.6 6.0 4.4

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 06/05 SEK 78.15 –2.4 –25.9 –15.7

SEB Asset Sele Defensive Inc OT OT LUX 06/05 SEK 71.42 –2.4 –25.9 –17.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 06/05 USD 2.15 39.8 –30.7 –9.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 06/05 SEK 26.50 57.9 –6.6 –12.7

Europe Chance/Risk Fd EU EQ LUX 06/05 EUR 870.30 14.1 –40.4 –32.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 05/28 USD 971.23 3.3 NS NS

UAE Blue Chip Fund Acc OT OT ARE 05/28 AED 5.46 19.0 –55.5 –20.0

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 06/03 EUR 27.17 –4.2 –8.4 –1.5

Bonds Eur Corp A OT OT LUX 06/03 EUR 21.67 4.5 0.0 –0.9

Bonds Eur Hi Yld A OT OT LUX 06/03 EUR 16.89 27.0 –16.4 –13.5

Bonds EURO A OT OT LUX 06/04 EUR 39.34 –0.4 6.7 4.1

Bonds Europe A OT OT LUX 06/03 EUR 37.97 0.2 7.7 3.6

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

Bonds US OppsCoreplus A OT OT LUX 06/03 USD 33.96 7.7 6.3 6.5

Bonds World A OT OT LUX 06/03 USD 39.82 0.0 2.8 8.2

Eq. China A OT OT LUX 06/04 USD 19.89 33.1 –21.8 –7.4
Eq. ConcentratedEuropeA OT OT LUX 06/03 EUR 23.18 12.5 –34.5 –27.8
Eq. Eastern Europe A OT OT LUX 06/04 EUR 17.71 34.0 –54.6 –32.9
Eq. Equities Global Energy OT OT LUX 06/04 USD 16.42 15.2 –41.7 –14.2
Eq. Euroland A OT OT LUX 06/04 EUR 9.36 2.1 –34.9 –29.2
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 06/04 EUR 15.53 13.1 –31.7 –21.6
Eq. EurolandFinancialA OT OT LUX 06/04 EUR 9.61 14.0 –38.2 –33.4
Eq. Glbl Emg Cty A OT OT LUX 06/04 USD 8.27 38.3 –35.1 –13.3
Eq. Global A OT OT LUX 06/04 USD 22.80 8.4 –35.1 –24.5
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 06/04 USD 27.09 29.6 –7.2 1.9
Eq. Japan Sm Cap A OT OT LUX 06/04 JPY 988.00 9.1 –31.1 –32.7
Eq. Japan Target A OT OT LUX 06/05 JPY 1733.99 10.8 –14.9 –16.1
Eq. Pacific A OT OT LUX 06/04 USD 8.16 27.8 –30.3 –14.9
Eq. US ConcenCore A OT OT LUX 06/04 USD 19.43 19.6 –22.4 –13.5
Eq. US Lg Cap Gr A OT OT LUX 06/04 USD 13.12 21.7 –35.9 –18.8
Eq. US Mid Cap A OT OT LUX 06/04 USD 24.33 21.4 –35.8 –16.0
Eq. US Multi Strg A OT OT LUX 06/03 USD 17.75 11.1 –37.5 –23.7
Eq. US Rel Val A OT OT LUX 06/03 USD 16.80 8.2 –38.3 –28.7
Eq. US Sm Cap Val A OT OT LUX 06/04 USD 13.56 4.8 –42.7 –32.0
Eq. US Value Opp A OT OT LUX 06/04 USD 13.94 7.6 –40.2 –31.5
Money Market EURO A OT OT LUX 06/03 EUR 27.32 0.7 3.2 3.7
Money Market USD A OT OT LUX 06/03 USD 15.81 0.4 1.8 3.1

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 06/05 JPY 8926.00 3.7 –39.0 –35.0
YMR-N Japan Fund OT OT IRL 06/05 JPY 10145.00 7.5 –36.5 –31.1
YMR-N Low Price Fund OT OT IRL 06/05 JPY 13679.00 5.4 –34.9 –29.9
YMR-N Small Cap Fund OT OT IRL 06/05 JPY 6507.00 1.4 –37.7 –35.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/05 JPY 6376.00 8.0 –38.8 –31.5
Yuki 77 Growth JP EQ IRL 06/05 JPY 6025.00 1.8 –41.9 –36.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/05 JPY 6656.00 6.7 –37.4 –32.9
Yuki Chugoku Jpn Gro OT OT IRL 06/05 JPY 4731.00 –7.5 –45.1 –36.0
Yuki Chugoku JpnLowP JP EQ IRL 06/05 JPY 8393.00 2.5 –31.2 –27.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 06/05 JPY 7029.00 3.8 –40.6 –33.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/05 JPY 4632.00 1.8 –43.9 –33.5
Yuki Hokuyo Jpn Inc JP EQ IRL 06/05 JPY 5301.00 0.4 –37.0 –29.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/05 JPY 4786.00 1.7 –36.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/05 JPY 4402.00 3.6 –46.5 –36.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/05 JPY 4542.00 1.1 –47.9 –38.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/05 JPY 6538.00 7.2 –42.5 –33.3
Yuki Mizuho Jpn Gen OT OT IRL 06/05 JPY 8622.00 7.5 –36.9 –32.5
Yuki Mizuho Jpn Gro OT OT IRL 06/05 JPY 6472.00 3.5 –37.0 –34.2
Yuki Mizuho Jpn Inc OT OT IRL 06/05 JPY 7810.00 –1.8 –37.9 –31.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/05 JPY 5170.00 3.7 –38.6 –31.8
Yuki Mizuho Jpn LowP OT OT IRL 06/05 JPY 12232.00 7.9 –27.0 –25.9
Yuki Mizuho Jpn PGth OT OT IRL 06/05 JPY 7915.00 3.6 –41.9 –35.4
Yuki Mizuho Jpn SmCp OT OT IRL 06/05 JPY 6503.00 6.0 –38.0 –34.7
Yuki Mizuho Jpn Val Sel OT OT IRL 06/05 JPY 5693.00 9.6 –34.3 –28.7
Yuki Mizuho Jpn YoungCo OT OT IRL 06/05 JPY 2591.00 8.5 –44.4 –43.4

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 06/05 JPY 4942.00 9.8 –43.2 –34.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/05 JPY 5439.00 6.7 –38.2 –33.4

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 03/31 USD 33.60 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 04/30 USD 1356.77 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 04/30 USD 1759.58 1.1 –7.2 –3.6

CMA MultHdge Balncd OT OT CYM 04/30 USD 1253.79 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 04/30 USD 1701.40 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 04/30 USD 997.55 –0.3 1.6 6.7

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

D'Auriol Alt Non-Lev A EU OT CYM 03/31 EUR 97.80 –0.6 –21.5 –10.2

D'Auriol Opp F3 EUR EU MM CYM 02/27 EUR 1000.67 0.5 –25.4 –12.7

n HARMONY CAPITAL
email: info@harmonycapitalfund.com

Harmony Cap Ltd A USD OT OT BMU 04/30 USD 2086.32 3.2 –2.0 –6.2

Harmony Cap Ltd B EUR OT OT BMU 04/30 EUR 2039.80 4.0 –0.6 –5.7

Harmony Cap Ltd D USD OT OT BMU 04/30 USD 1193.21 3.1 –2.5 –6.6

Harmony Cap Ltd E EUR OT OT BMU 04/30 USD 1171.94 3.9 –0.9 –6.1

Harmony Cap Ltd F GBP OT OT BMU 04/30 GBP 1014.46 3.3 –1.5 –5.6

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com

The Hermitage Fund GL EQ JEY 05/29 USD 768.64 70.4 –58.4 –26.6

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com

Horseman EmMkt Opp EUR GL EQ GBR 04/30 EUR 196.71 –8.4 8.5 20.9

Horseman EmMkt Opp USD GL EQ USA 04/30 USD 199.61 –9.1 6.5 20.5

Horseman EurSelLtd EUR EU EQ GBR 04/30 EUR 188.76 –9.8 –4.1 9.3

Horseman EurSelLtd USD EU EQ GBR 04/30 USD 196.47 –9.7 –4.7 9.3

Horseman Glbl Ltd EUR GL EQ CYM 04/30 USD 433.95 –11.9 8.1 17.0

Horseman Glbl Ltd USD GL EQ CYM 04/30 USD 433.95 –11.9 8.1 17.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 05/22 GBP 0.97 3.5 NS NS

Global Absolute USD OT OT GGY 05/22 USD 1.82 3.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/22 EUR 76.43 0.1 –32.9 –14.4

Special Opp Inst EUR OT OT CYM 05/22 EUR 71.95 0.2 –32.6 NS

Special Opp Inst USD OT OT CYM 05/22 USD 81.29 0.7 –30.1 –12.0

Special Opp USD OT OT CYM 05/22 USD 79.94 0.4 –30.6 –12.6

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8

GH Fund CHF Hdg OT OT JEY 05/22 CHF 102.19 2.4 NS NS

GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9

GH Fund GBP Hdg OT OT JEY 05/22 GBP 121.40 3.0 NS NS

GH Fund Inst EUR OT OT JEY 05/22 EUR 90.83 8.8 –10.5 NS

GH Fund Inst USD OT OT JEY 05/22 USD 102.15 3.5 –13.5 –3.9

GH FUND S EUR OT OT CYM 05/22 EUR 116.86 3.4 –15.4 –5.1

GH FUND S GBP OT OT JEY 05/22 GBP 121.38 3.2 –15.2 –4.2

GH Fund S USD OT OT CYM 05/22 USD 136.79 3.6 –13.1 –3.4

GH Fund USD OT OT GGY 05/22 USD 251.28 3.1 NS NS

Hedge Investments OT OT JEY 05/22 USD 128.00 3.3 NS NS

Leverage GH USD OT OT GGY 05/22 USD 102.90 5.5 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 05/22 CHF 87.18 3.8 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 05/22 EUR 94.28 4.3 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 05/22 GBP 101.90 5.1 NS NS

MultiAdv Arb S EUR OT OT CYM 05/22 EUR 100.08 4.6 –19.9 –11.2

MultiAdv Arb S GBP OT OT CYM 05/22 GBP 104.80 5.1 –20.0 –10.6

MultiAdv Arb S USD OT OT CYM 05/22 USD 114.15 5.4 –17.4 –9.6

MultiAdv Arb USD OT OT GGY 04/17 USD 172.81 2.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 05/22 USD 110.09 2.8 NS NS

Asian AdbantEdge EUR OT OT JEY 05/22 EUR 94.23 6.2 –16.4 –5.7

Asian AdvantEdge OT OT JEY 05/22 USD 172.12 6.2 NS NS

Emerg AdvantEdge OT OT JEY 05/22 USD 154.55 10.1 NS NS

Emerg AdvantEdge EUR OT OT JEY 05/22 EUR 86.21 9.8 –23.5 –9.6

Europ AdvantEdge EUR OT OT JEY 05/22 EUR 120.22 4.3 NS NS

Europ AdvantEdge USD OT OT JEY 05/22 USD 127.25 4.3 NS NS

Japan AdvantEdge JPY OT OT JEY 05/22 JPY 7832.75 –3.1 NS NS

Japan AdvantEdge USD OT OT JEY 05/22 USD 91.49 –2.8 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 05/22 USD 90.14 5.0 NS NS

Trading AdvantEdge OT OT GGY 05/22 USD 146.70 –3.3 NS NS

Trading AdvantEdge EUR OT OT GGY 05/22 EUR 133.48 –3.0 NS NS

Trading AdvantEdge GBP OT OT GGY 05/22 GBP 140.81 –3.2 NS NS

US AdvantEdge OT OT JEY 05/22 USD 104.14 1.8 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 04/30 EUR 187.39 –23.8 NS NS

Integrated Dir Trading EUR OT OT CYM 02/27 EUR 105.06 3.0 –4.8 7.1

Integrated Emg Markets EUR OT OT CYM 02/27 EUR 69.33 –2.6 –32.3 –15.1

Integrated European EUR OT OT CYM 02/27 EUR 149.65 0.4 0.1 0.0

Integrated Event Driven EUR OT OT CYM 02/27 EUR 81.72 –0.1 –22.1 –9.6

Integrated Lg/Sh Sel F EUR OT OT CYM 02/27 EUR 86.33 0.8 –12.0 –3.7

Integrated MultSt B EUR OT OT VGB 02/27 EUR 116.68 3.3 –16.8 –5.6

Integrated Relative Value EUR OT OT CYM 02/27 EUR 91.16 1.7 –10.0 –3.1

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 04/30 USD 108.91 7.6 NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 03/31 EUR 1469.36 NS –30.2 –15.3

KBL SPOP Investing OT OT LUX 03/31 USD 1442.92 NS –29.2 –14.2

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 05/29 USD 267.98 39.5 –64.9 –42.4

Antanta MidCap Fund EE EQ AND 05/29 USD 415.66 43.4 –76.9 –46.2

Meriden Opps Fund GL OT AND 06/03 EUR 81.31 –6.2 –24.3 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 06/02 USD 51.88 –37.7 –19.9 1.6

Superfund GCT USD* OT OT LUX 06/02 USD 2497.00 –31.6 –19.2 –3.3

Superfund Gold A (SPC) OT OT CYM 06/02 USD 992.47 –14.6 –9.4 15.1

Superfund Gold B (SPC) OT OT CYM 06/02 USD 1016.56 –24.6 –17.0 11.6

Superfund Q-AG* OT OT AUT 06/02 EUR 6884.00 –21.5 –10.9 1.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 05/29 EUR 1226.18 –5.2 –8.8 3.9

Winton Evolution GBP GL OT VGB 05/29 GBP 1206.76 –5.4 –8.4 5.0

Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1

Winton Evolution USD GL OT CYM 05/29 USD 1194.75 –5.5 –9.2 4.0

Winton Futures EUR GL OT VGB 05/29 EUR 194.88 –5.3 2.2 13.1

Winton Futures GBP GL OT VGB 05/29 GBP 210.02 –5.4 2.9 14.5

Winton Futures JPY Lead Series 2 GL OT VGB 05/29 JPY 13942.57 –5.5 –0.1 10.3

Winton Futures USD GL OT VGB 05/29 USD 690.80 –5.9 1.4 13.2

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 04/30 USD 1265.86 1.5 1.5 –0.7 –18.6 –8.8

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 Yukari Iwatani Kane

And Joann S. Lublin

After months of uncertainty
about Steve Jobs’s health, the Ap-
ple Inc. chief executive appears on
track to return from medical leave
this month, said people familiar
with Apple.

The big question now among Ap-
ple’s business partners, investors
and fans: Will Mr. Jobs make his re-
appearance at Apple’s annual soft-
ware developers’ conference this
week in San Francisco, possibly to
unveil a new iPhone?

Mr. Jobs, a survivor of pancreatic
cancer, went on medical leave in Janu-

ary. He had earlier
exhibited signifi-
cant weight loss,
and cited a nutri-
tional problem re-
lated to a hor-
mone imbalance.
The unexpected
departure, and
the few details
about Mr. Jobs’s
ailment, left some
investors worried
about whether he

would return.
Since then, Apple hasn’t pro-

vided any updates on Mr. Jobs’s
health.

While Mr. Jobs has been on sick
leave, some Apple directors have
gotten weekly updates about his
medical condition from the CEO’s
physician, according to a person fa-
miliar with the matter. Mr. Jobs’s re-
covery “is coming along” and he is
on schedule to return to work later
this month, said this person, who
has seen Mr. Jobs in recent weeks.

“He was one real sick guy,’’ added
this person. “Fundamentally he was
starving to death over a nine-month
period. He couldn’t digest protein.
[But] he took corrective action.’’

Mr. Jobs occasionally has come
into Apple’s headquarters since his
leave began, said a person who has
seen him there.

Speculation is mounting among
Apple’s business partners and ana-
lysts about whether Mr. Jobs will
make an appearance at the compa-
ny’s Worldwide Developers Confer-
ence this week—particularly be-
cause he is known for making sur-
prise announcements at events.

Much of the buzz appears to be
conjecture of the type that has
swirled around Apple and Mr. Jobs
for years. But two people who do
business with Apple said senior Ap-
ple managers have told them the

company is now trying to coordi-
nate Mr. Jobs’s return with a prod-
uct launch or public event.

“We look forward to Steve return-
ing to Apple at the end of June,” Ap-
ple spokesman Steve Dowling said
Thursday, reiterating the compa-
ny’s previous statements. Mr. Jobs
didn’t respond to a request for com-
ment. Apple has said its marketing
chief, Philip Schiller, will give Mon-
day’s keynote address—a role re-
served for Mr. Jobs in past years—
and that the conference will focus
on the new operating systems for its
iPhone and Macintosh computers.

With or without Mr. Jobs at the
conference, Piper Jaffray analyst
Gene Munster expects Apple to un-
veil a new iPhone model, even if the
company doesn’t immediately start
selling it.

Others caution against expect-
ing Mr. Jobs back next week. “He
likes to surprise people, but we
don’t think that’s likely to happen
at WWDC,” said Richard Doherty,
an analyst at technology consul-
tancy Envisioneering Group. Mr.
Doughtery said he has “talked to
people who’ve seen him and he ap-
pears to be doing well,” but he ex-
pects Mr. Jobs will make a public ap-
pearance at a product launch some
time later this summer, possibly
the end of June.

Apple is ready enough with its lat-
est iPhone to be in a position to un-
veil it this week, said a person who
has seen the new model. The new
phone will look similar to last year’s
model but has more processing
power and some new features like
video editing, this person said.

A June or early July release of
the new iPhone would be timely be-
cause original iPhone owners on a
two-year service contract with

AT&T Inc. will be eligible to upgrade
their devices. The first iPhone came
out in late June of 2007, and the
iPhone 3G was released in mid-July
of last year.

Mr. Jobs never fully retreated
from managing Apple during his
leave. Mr. Jobs has remained
closely involved in key parts of run-
ning the company and has reviewed
products in meetings at his home,
according to people familiar with
the situation.

It isn’t clear whether Mr. Jobs
would return to his full set of duties
immediately. But whatever role Mr.
Jobs officially takes up, many Apple
watchers think Chief Operating Of-
ficer Tim Cook will continue to run
the day-to-day operations as he had
been doing even before Mr. Jobs
went on leave.

Mr. Jobs’s return may not allevi-
ate concerns about his long-term
health. Mr. Jobs and Apple haven’t
provided details about his health,
and people who have contacts in-
side thecompany, as well as people
who have business relationships
with Apple, say that they are still
worried about how long he would be
able to continue to stay involved.

The past five months without
Mr. Jobs have given investors confi-
dence that Apple can run smoothly
without him. Apple’s shares have
risen 68% since Mr. Jobs announced
his leave Jan. 14, compared with a
24% increase in the Nasdaq Compos-
ite Index over that period.

“I think it’s becoming less and
less of a key variable,” says Mike Bin-
ger, a fund manager at Minneapolis-
based Thrivent Asset Management,
which owns Apple shares. “This past
time period has proven that Apple as
an entity can survive without Steve
Jobs going to work on a daily basis.”

Jobs is ready to return
Apple CEO’s return
appears on track
ahead of new phone

CORPORATE NEWS

—Compiled from staff
and wire service reports.

Carphone Warehouse PLC

Carphone Warehouse PLC
posted a sharp increase in net profit
for its full fiscal year Friday, thanks
to the sale of 50% of its distribution
business to Best Buy Inc. Net profit
jumped to £550 million ($890 mil-
lion) for the 12 months ended March
31, from £73 million a year earlier,
even though revenue fell 2.1% to
£1.39 billion from £1.42 billion. The
changes were mainly due to Car-
phone selling 50% of its distribution
business to create the Best Buy Eu-
rope retail joint venture, which is
now accounted for as an associate.
The company, which operates broad-
band provider TalkTalk and Best
Buy Europe, said it is close to finaliz-
ing separate banking facilities for
them as a precursor to a demerger,
which it expects to complete by July
2010 at the latest.

Continental AG

German car-parts maker Conti-
nental AG plans to cut almost one in
every 10 jobs in its automobile unit
in Germany. The company said it is
set to eliminate 2,600 of the about
27,000 positions in the automotive
division by the end of the coming
year. A spokeswoman said forced
layoffs can’t be ruled out, but that
they should be avoided as much as
possible. Employees in production,
administration and development
are among those affected. Talks
with employee representatives are
under way. The spokeswoman said
the job cuts, which will save a “signif-
icant amount” of money, aren’t re-
lated to the discussed merger with
family-owned engineering company
Schaeffler, she added. In the first
quarter, the auto division’s pro-
ceeds declined by up to 40% from a
year earlier.

Speculation is mounting about whether Steve Jobs will appear at Apple’s
developers’ conference. Workers prepare San Francisco’s Moscone center.

Steve Jobs

GLOBAL BUSINESS BRIEFS

Fiat SpA

Fiat SpA Chief Executive Sergio
Marchionne on Friday reiterated
the car maker’s interest in taking
over General Motors Corp.’s Adam
Opel Gmbh unit but said it isn’t up
to him. “The interest is still there,”
Mr. Marchionne said on the side-
lines of an event in Turin, Italy.
Last week, the German govern-
ment agreed to provide Œ1.5 billion
($2.1 billion) in bridge financing to
keep Opel afloat and enable it to
forge a deal with Magna Interna-
tional Inc. and Russia’s Sberbank.
But German government officials,
as well as U.S. authorities and GM,
have underlined that the deal with
Magna is preliminary and the pro-
cess is still open for all bidders.
However, German government
spokesman Thomas Steg on Friday
played down prospects of Magna
failing to complete the deal.Procter & Gamble Co.

Procter & Gamble Co. is wiping
U.S. drug-store shelves clean of its
Max Factor cosmetics, a line that
isn’t popular enough to hold its own
in America anymore. The storied
beauty brand—namesake of Max
Factor, the pioneer of Hollywood
makeup artistry—will continue to
be sold internationally, where it gar-
ners most of its $1.2 billion in annual
sales. Max Factor ranks among the
top brands in strategically impor-
tant markets such as Russia and the
U.K., P&G says. P&G hopes to focus
extra resources on its more promis-
ing CoverGirl brand, which the com-
pany says has increased its U.S. mar-
ket share for the past seven years.
P&G bought Max Factor from Revlon
in 1991 as part of a billion-dollar deal
meant to build P&G’s share of the
mass-market beauty aisles.

Sony Corp.

Recording company Sony Music
Entertainment has joined Vevo, an
online music-video site set to
launch this year with the backing of
Vivendi SA’s Universal Music Group
and YouTube. The music unit of
Sony Corp. will take an equity stake
in the venture. The other two major
recording companies, Warner Mu-
sic Group Corp. and EMI Group Ltd.,
are also in talks about joining. The
service will operate at Vevo.com and
have its own channel on Google
Inc.’s YouTube. Plans are in the
works to offer song downloads, mer-
chandise and concert tickets.

Source: WSJ Market Data Group
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Arcandor AG

German retailer says aid
needed to avert bankruptcy

German retailer Arcandor AG
will have to file for insolvency on
Monday if the German government
turns down its request for state aid,
a spokesman for the company said
on Sunday. “If we unexpectedly do
not find a solution, which would
need to include government sup-
port, then we would know on Mon-
day that we would be unable to pay
on Friday, and then we would have
to file for insolvency on Monday,”
said spokesman Gerd Koslowski. A
government committee is due to
meet on Monday to discuss Arcan-
dor’s request for a Œ437 million
($619 million) loan from state devel-
opment bank KfW. Berlin has
pushed Arcandor to consider a deal
with rival Metro AG, which has pro-
posed to merge its department store
chain with Arcandor’s.
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Promotora de Informaciones SA

Spanish media company Promo-
tora de Informaciones SA, or Prisa,
said Friday it is in talks with produc-
tion company Mediapro to merge
their television assets. Prisa said
the companies had set out a period
of one month to negotiate corporate
governance, shareholding structure
and the business model for the new
combined operation. “We expect
the negotiations will include all as-
pects of our TV businesses,” said Me-
diapro Chairman Jaume Roures, add-
ing that negotiations could take
longer than a month. Spain’s TV sta-
tions are being squeezed by falling
advertising revenue and growing
competition from the country’s new
digital terrestrial channels that
have pushed traditional archrivals
to the negotiating table. Shares in
Prisa closed up 17.7%.

Publicis Groupe SA

Publicis Groupe SA said late Thurs-
day it has a maximum Œ55 million
($78 million) exposure to General Mo-
tors Corp.’s bankruptcy filing after
Standard & Poor’s Ratings Services
put the French advertising compa-
ny’s stock on watch for a downgrade.
Analysts had previously estimated an
exposure of up to Œ70 million. Publi-
cis said the Œ55 million estimate ac-
counts mostly for advertising space
its media-buying agencies have al-
ready acquired but for which GM may
not be able to pay. Earlier Thursday,
S&P put its credit ratings on Publicis
on watch for a downgrade. The out-
come of the ratings review will de-
pend on Publicis’s business and finan-
cial performance in the first half of
the year, S&P said. The ratings
agency at the same time affirmed its
A-2 short-term corporate-credit rat-
ing for the company. Analysts esti-
mate GM accounted for about 3% of
Publicis’s total sales in 2008.
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 06/04 GBP 6.69 0.5 –23.2 –16.4

Andfs. Borsa Global GL EQ AND 06/04 EUR 5.54 –4.6 –35.9 –25.8

Andfs. Emergents GL EQ AND 06/04 USD 13.58 35.8 –34.2 –13.3

Andfs. Espanya EU EQ AND 06/04 EUR 10.85 0.3 –29.8 –22.2

Andfs. Estats Units US EQ AND 06/04 USD 12.69 4.1 –32.8 –20.9

Andfs. Europa EU EQ AND 06/04 EUR 6.59 1.6 –32.2 –25.1

Andfs. Franca EU EQ AND 06/04 EUR 8.26 –0.2 –33.2 –26.9

Andfs. Japo JP EQ AND 06/04 JPY 470.92 7.4 –35.2 –28.3

Andfs. Plus Dollars US BA AND 06/04 USD 8.58 1.8 –17.8 –10.9

Andfs. RF Dolars US BD AND 06/04 USD 10.61 3.9 –7.2 –2.8

Andfs. RF Euros EU BD AND 06/04 EUR 9.72 8.6 –9.7 –7.2

Andorfons EU BD AND 06/04 EUR 13.07 9.5 –11.5 –9.4

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

Andorfons Mix 30 EU BA AND 06/04 EUR 8.33 2.9 –24.0 –16.7

Andorfons Mix 60 EU BA AND 06/04 EUR 7.98 –1.8 –33.3 –23.4

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 05/29 USD 188859.11 40.0 –21.8 –14.1

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 06/05 EUR 9.73 –3.4 –5.1 –2.7
DJE-Absolut P GL EQ LUX 06/05 EUR 185.90 6.1 –21.6 –15.0
DJE-Alpha Glbl P EU BA LUX 06/05 EUR 163.48 6.3 –17.0 –11.4
DJE-Div& Substanz P GL EQ LUX 06/05 EUR 187.53 7.2 –19.6 –13.3
DJE-Gold&Resourc P OT EQ LUX 06/05 EUR 153.30 17.3 –18.1 –6.5
DJE-Renten Glbl P EU BD LUX 06/05 EUR 123.90 3.5 2.3 0.5
LuxPro-Dragon I AS EQ LUX 06/05 EUR 129.30 39.3 –9.6 –2.0
LuxPro-Dragon P AS EQ LUX 06/05 EUR 126.20 39.1 –10.1 –3.1
LuxTopic-Aktien Europa EU EQ LUX 06/05 EUR 15.48 8.0 –11.9 –7.8
LuxTopic-Pacific AS EQ LUX 06/05 EUR 12.74 40.8 –31.1 –19.7

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 04/30 USD 20.49 –2.2 –47.9 –11.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 06/02 SAR 5.82 22.7 NS NS
EFG-Hermes Telecom OT EQ BMU 04/30 USD 26.77 4.4 –27.1 –10.4

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 06/04 USD 296.72 20.9 –5.3 –1.6
Sel Emerg Mkt Equity GL EQ GGY 06/04 USD 171.99 31.3 –33.8 –14.3
Sel Euro Equity EUR US EQ GGY 06/02 EUR 82.94 11.3 –36.2 –28.8
Sel European Equity EU EQ GGY 06/04 USD 152.75 11.1 –41.9 –27.6
Sel Glob Equity GL EQ GGY 06/04 USD 158.99 10.7 –37.8 –26.1
Sel Glob Fxd Inc GL BD GGY 06/04 USD 129.69 0.6 –12.5 –3.6
Sel Pacific Equity AS EQ GGY 06/04 USD 114.33 26.5 –32.5 –15.1
Sel US Equity US EQ GGY 06/04 USD 107.61 6.8 –32.8 –22.2
Sel US Sm Cap Eq US EQ GGY 06/04 USD 146.81 12.3 –34.0 –26.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 06/03 EUR 294.57 0.9 –13.7 –9.7
EPB Flexible 50/50 OT OT LUX 06/03 EUR 220.02 1.8 –20.4 –15.0
KBC Eq (L) Europe EU EQ LUX 06/04 EUR 424.60 9.2 –36.7 –28.9
KBC Eq (L) Japan JP EQ LUX 06/02 JPY 16892.00 1.0 –38.3 –30.9
KBC Eq (L) NthAmer EUR US EQ LUX 06/04 EUR 480.46 5.2 –34.5 NS
KBC Eq (L) NthAmer USD US EQ LUX 06/04 USD 702.74 5.9 –32.5 –20.4
KBL Key America EUR US EQ LUX 05/29 EUR 339.19 6.4 –39.0 –24.0
KBL Key America USD US EQ LUX 05/29 USD 358.63 7.7 –37.5 –22.6
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FDIC pushes purge of Citigroup’s management
Bair sought to cut
bank-health rating;
will CEO Pandit go?
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Major support from Uncle Sam
U.S. government departments and agencies have invested in 
Citigroup and guaranteed its debt. Figures are in billions

*Loans and securities backed by residential and commercial real estate and other such assets, which will remain on Citigroup's balance sheet. 
Citigroup absorbs the first $39.5 billion of losses and 10% of any remaining losses; losses beyond that are split between the FDIC and Treasury.

Sources: Dealogic (debt issues); Treasury Department; Federal Deposit Insurance Corp.

FDIC guarantee on 
Citigroup long- and 
short-term debt 
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(Dec. 2, 2008–
May 28, 2009)
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By Damian Paletta

And David Enrich

WASHINGTON—The Federal De-
posit Insurance Corp. is pushing
for a shake-up of Citigroup Inc.’s
top management, imperiling Chief
Executive Vikram Pandit, people fa-
miliar with the matter said.

The FDIC, under Chairman
Sheila Bair, also recently pressed a
fellow regulator to lower the U.S.
government’s confidential ranking
of Citigroup’s health—a change
that would let regulators control
the company more tightly.

The FDIC’s willingness to take a
tough position toward one of the
nation’s largest and most troubled
financial institutions is setting up
a bitter clash between regulators—
some of whom disagree with the
FDIC’s position—and between the
FDIC and Citigroup, whose offi-
cials have argued that Ms. Bair is
overstepping her authority.

“The FDIC is our tertiary regula-
tor,” behind the Office of the Comp-
troller of the Currency and the Fed-
eral Reserve, said Ned Kelly, Citi-
group’s chief financial officer.

Citigroup has taken steps to
shrink itself and clean up its finan-
cial mess. Just last month, the
bank performed better than ex-
pected on the Federal Reserve’s
“stress test” of top banks’
strength.

Still, some officials across the
government are frustrated at the
company’s pace of change. FDIC of-
ficials in particular are concerned
about the lack of senior executives
with experience in commercial
banking. Mr. Pandit comes from an
investment-banking background,
but most of the bank’s current prob-
lems stem from troubled consumer
loans.

Federal officials have reached
out to Jerry Grundhofer, the
former U.S. Bancorp CEO who re-
cently joined Citigroup’s board, to
gauge his interest in the top job, ac-
cording to people familiar with the
matter.

Mr. Grundhofer, who didn’t re-
turn calls seeking comment, is well-
regarded in the industry for steer-
ing U.S. Bancorp to profitability
while avoiding the risky lending
that hurt Citigroup and many
other banks.

Citigroup’s woes have set off re-

peated clashes within the govern-
ment following last year’s extraor-
dinary effort to recapitalize the
bank with at least $45 billion in tax-
payer money.

After a planned share conver-
sion, taxpayers will own as much
as 34% of the company.

The FDIC’s aggressive stance
comes just ahead of the Obama ad-
ministration’s revamp of financial
oversight, which is expected in
mid-June. Several regulators, in-
cluding the FDIC, are hoping to win
additional powers, and some may
end up losing authority.

Growing influence

The FDIC’s influence has grown
in the past year because of Ms.
Bair’s willingness to challenge her
peers, as well as her agency’s cen-
tral role responding to the finan-
cial crisis. Ms. Bair warned about
the housing crisis before many of
her colleagues.

The FDIC traditionally hasn’t
been nearly as assertive in manage-
ment of a large firm. But Ms. Bair’s
agency is heavily exposed to Citi-
group. The FDIC is helping finance
a roughly $300 billion loss-sharing
agreement with the company.

It also insures many of Citi-
group’s U.S. bank deposits. Citi-
group has issued nearly $40 billion
in FDIC-backed debt since Decem-
ber, according to Dealogic, a finan-
cial-data provider.

Some government officials be-
lieve that Citigroup should be
given more time to implement its
capital plan, but it is unclear which
regulator might ultimately prevail
because the bank depends on large
amounts of federal aid.

Since late 2007, Citigroup has
had more than $50 billion in write-
downs and loan defaults. It is in
substantially worse shape than

many of its peers, many of whom
have been able to raise billions of
dollars in capital recently.

The Fed, in its stress tests of the
nation’s 19 largest banks, esti-
mated that Citigroup could face as
much as $104.7 billion in loan
losses through 2010 under the gov-
ernment’s worst-case economic
scenario.

The test found that Citigroup
could face nearly $20 billion in
losses in its huge credit-card port-
folio, which is suffering from ris-
ing defaults.

However, the Fed’s conclusion
that Citigroup needed to beef up
its capital by only $5.5 billion to
withstand a deteriorating eco-
nomic environment surprised
many investors and analysts, who
feared the company faced a much
steeper shortfall.

Last year, under pressure from
federal regulators, Mr. Pandit
agreed to make changes aimed at
slimming down the financial giant
and shedding risky assets. These in-
cluded a spinoff of the company’s
Smith Barney brokerage arm into a
joint venture with Morgan Stanley.

Some federal officials have told
Citigroup they remain worried
that the company hasn’t sold off un-
wanted assets quickly enough,
which could come back to haunt
the company if financial-market
turmoil flares up again, according
to people familiar with the matter.

Mr. Pandit and his allies argue
that he isn’t to blame for Citi-
group’s mess and that he has taken
major steps to stabilize the com-
pany.

“We went through a rigorous
stress-test process, the results of
which were agreed to by appropri-
ate regulatory agencies and clearly
reflect the significant progress
made by this management team

over the last 15 months to turn Citi
around,” said Richard Parsons, the
company’s chairman, in a state-
ment.

He said the company is on track
to be “among the best-capitalized
banks in the world.”

Since becoming CEO in Decem-
ber 2007, the 52-year-old Mr. Pan-
dit has beefed up Citigroup’s risk-
management apparatus, raised cap-
ital and sold assets. But for his first
year on the job, Mr. Pandit insisted
Citigroup’s business model was ba-
sically sound.

The discord between Citigroup
and the FDIC dates to last autumn.
In September, Citigroup agreed to
buy faltering Wachovia Corp. in a
government-arranged marriage.
Days later, however, Wells Fargo &
Co. swept in with a higher offer for
Wachovia. Citigroup officials felt
blindsided and faulted Ms. Bair for
endorsing the Wells Fargo bid over
their own.

On a 2 a.m. conference call at
that time, the usually mild-man-
nered Mr. Pandit launched into an
obscenity-laced tirade about the

FDIC chairman, according to peo-
ple familiar with the call.

Citigroup soon filed lawsuits
against Wells Fargo and Wachovia,
accusing them of improperly break-
ing up the Citigroup deal. Citi-
group executives came to blame
the deal’s demise as the catalyst
for a plunge in Citigroup’s stock
price, one cause of the federal bail-
outs.

Repairing relations

After months of not talking to
the agency, Citigroup executives in
the past couple of months have tried
to repair relations with the FDIC.

Board members including Mr.
Parsons, the new chairman, have
reached out to FDIC officials, ac-
cording to people familiar with the
matter. Their message: “We’re here
to help,” one person said. “Please
use us as your avenue. We want to fa-
cilitate your review of Citi.”

In public statements, Ms. Bair
has declined to discuss Citigroup.

In private conversations with
other regulators, FDIC officials
have argued the government should
be tougher on Citigroup.

In what is becoming a classic
Washington turf battle, the Comp-
troller of the Currency has coun-
tered that replacing the bank’s man-
agement could be too disruptive.
The agency, which oversees Citi-
group’s national bank division, be-
lieves Citigroup needs more time to
implement its turnaround strategy.

In March, senior officials from
the FDIC and Comptoller sparred
over the confidential financial-
health rating the government as-
signs to the company’s Citibank
unit, people familiar with the mat-
ter said.

The FDIC wanted the rating low-
ered, these people say. Banks rated
a 4 or 5, on a scale of 1 to 5, are
deemed “problem banks,” which
means they are at greater risk of fail-
ure.

Government officials decided to
keep Citigroup off the “problem”
list at the end of March, which be-
came clear after the FDIC disclosed
that the 305 banks on the anony-
mous list had a total of only $220 bil-
lion in assets, meaning Citi couldn’t
be among them.

Still, Citigroup officials believe
that the FDIC will push them onto
the “problem” list if they don’t re-
move Mr. Pandit and his team. They
fear being on the list could limit Citi-
group’s access to federal programs
and prompt trading partners and cli-
ents to yank business.

—Robin Sidel and Randall Smith
contributed to this article.
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Bank examination
The Fed's stress-test estimates 
of Citigroup's worst-case  
2009-10 losses, in billions

First-lien mortgages
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Commercial and 
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Commercial real-estate 
loans

Credit-card loans

Other
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45.7
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Latvia works to keep financial troubles from spreading

Gordon Brown’s bad week
n Sunday, May 31: Mr. Brown (pictured left) seeks to dig out 

from a scandal over expenses, proposing a code of conduct 
for Parliament. A revelation of dubious expenses claimed 
by Treasury Chief Alistair Darling clouds the day.

nMonday: Mr. Darling apologizes for expense claims — he 
had earlier denied any wrongdoing. 

n Tuesday: Home Office Minister Jacqui Smith and Tom 
Watson, a cabinet office minister, resign.  

nWednesday: Communities Secretary Hazel Blears steps 
down, suggesting the Labour government has lost touch 
with voters. Talk circulates of a plan to challenge the
prime minister.

n Thursday: James Purnell, a rising star in Mr. Brown’s 
cabinet, resigns, calling on the prime minister to follow 
suit. The Labour Party braces for a poor showing in local 
and European elections.

n Friday: Mr. Brown’s government reshuffle is overshadowed 
by resignations and weak local election results. 
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By Alistair MacDonald

And Ilona Billington

U.K. Government Minister Lord
Mandelson said Sunday that Prime
Minister Gordon Brown was happy
with his new cabinet and would
carry on with plans to help lift the
economy out of recession.

The beleaguered prime minister
had suffered another blow to his au-
thority on Friday, even as he an-
nounced a reorganization of his cabi-
net that appeared to shore up his
command of the Labour Party.

Just as Mr. Brown announced his
new team, news surfaced that an-
other member of his government,
Europe Minister Caroline Flint, had
turned down a role in the reshuffled
cabinet and quit instead. Ms. Flint—
who had only the night before ap-
peared on television to support Mr.
Brown—accused him in an open let-
ter of using her as “female window
dressing” for his administration, in a
criticism of male dominance in Mr.
Brown’s political world.

The incident came after a week
in which senior resignations and
poor local election results left Mr.
Brown politically damaged. His
standing in recent months has been
weakened by the swift decline of the
British economy and a series of dam-
aging scandals, including revela-
tions about politicians abusing the
parliamentary expense system.

Speaking to the BBC on Sunday,
Mr. Mandelson said that while the
public were skeptical about govern-
ment amid the expenses row and var-
ious resignations, Mr. Brown and
the government should continue

pushing forward with bold plans to
aid the economy.

Despite the problems, Mr. Brown
saidin a press conference Fridayto an-
nounce the cabinet reshuffle that he is
committed to his job. “I will not
waiver, I will not walk away, I will get
on with the work and I will finish the
job,” he said, in an unusually emo-
tional tone.

Friday’s reshuffle appeared to
strengthen Mr. Brown’s position. He
has survived so far thanks in part to
the logistical difficulties of toppling
a Labour leader under party rules.
Moreover, any replacement for Mr.
Brown would likely have to call a gen-
eral election—a move the Labour

party doesn’t want to make, because
it would likely lose.

Yet Mr. Brown is sufficiently
wounded politically that it may
make it more difficult for him to gov-
ern, not least because almost contin-
ual speculation over his future re-
cently has often sidelined discus-
sion of policy. Eleven government
ministers, including six from the cab-
inet, left their posts last week—five
of whom had resigned before the re-
shuffle had even begun.

Meanwhile, the Labour Party’s
declining standing in the public’s
eye has come into sharp focus. On
Sunday, the Labour Party was ex-
pected to see further poor results,

when the outcome of the European
elections are announced for the U.K.

On Friday, Mr. Brown named a
new cabinet, tying big hitters closer
to him through either promotion or
letting them stay in favored jobs. Alan
Johnson, widely seen as a potential
successor for Mr. Brown as prime min-
ister, was promoted from health min-
ister to home secretary, replacing Jac-
qui Smith, who resigned on Tuesday.

Other major players whose resig-
nations would have hurt the prime
minister were kept in their jobs, in-
cluding Treasury Chief Alistair Dar-
ling, long-serving Justice Minister
Jack Straw, and Foreign Secretary
David Miliband. Peter Mandelson, a

former foe of Mr. Brown who has be-
come a stout defender during the
prime minister’s troubles, saw his
role as business minister widened.

Mr. Johnson on Friday said he
“genuinely believes” Gordon Brown
is “the best man” to be leading the
country. Mr. Johnson added that, at
this time, he could “see no way that
he would ever be prime minister.”

Downing Street had considered
moving Mr. Darling, a person famil-
iar with the matter said. One reason,
among others, was that the treasury
chief had suffered several embar-
rassments in the scandal over gov-
ernment expenses. But Mr. Darling
argued that his experience and hav-
ing continuity in his job was impor-
tant at a time when the country was
battling recession, this person said.
Critics seized on what they saw as a
change of heart by Mr. Brown, say-
ing it showed his inability to push
through his choices.

A mooted plot by at least one
member of Parliament to gather
names of Labour politicians for a
challenge to Mr. Brown had yet to
materialize by Friday evening.

But other Labour rebels said that
the prime minister could still see a
challenge and a number of Labour
backbench members of Parliament
went on television and radio to say
that Mr. Brown should go.
 —Laurence Norman

contributed to this article.

U.K.’s Brown seeks to recover his grip
After a damaging week, Mandelson says prime minister is happy with new cabinet and will focus on economy

By Alex Frangos

Latvian officials worked to as-
semble an international aid pack-
age, aiming to avert a currency de-
valuation as neighboring coun-
tries voiced concerns about finan-
cial contagion.

The International Monetary
Fund and the European Union are re-
questing steep budget cuts as a con-
dition for the money Latvia needs to
contain its crisis and maintain the
value of its struggling currency.

While European and Latvian lead-
ers said that Latvia’s peg to the euro
would remain in place, traders, bank-
ers and economists said a devalua-
tion was inevitable and probably nec-
essary to avoid a deep and prolonged
recession in the Baltic nation.

The pressure on the Latvian cur-
rency, the lat, has shown that the
stitches on the edge of the European
economy are frayed and that Eastern
Europe in general remains fragile.

Latvia had kept its currency
pegged to the euro in hopes of join-
ing the monetary union, and a deval-
uation would prove embarrassing.

Fear that Latvia’s problems
could spread to its neighbors, in par-
ticular fellow Baltic nations Lithua-
nia and Estonia, intensified Friday.

Dariusz Filar, a member of Po-
land’s Monetary Policy Council,
said, “The situation in Latvia is a
threat, everyone is afraid of re-
gional spillover, though we see
that different markets are react-
ing differently.”

“The situation requires an inter-
national response,” Mr. Filar added.
Other currencies potentially at risk
are the Polish zloty, the Bulgarian
lev and the Hungarian forint.

“More steps are needed and
maybe additional funds,” said
Marek Belka, the head of the IMF’s
mission to Latvia.

Some called for a coordinated re-
sponse to the entire Baltic region.
Lithuania and Estonia have similar
currency pegs and similar macroeco-
nomic problems.

“If I were a super-economic
commissioner, I would organize a
coordinated devaluation of all
three currencies,” said Alf Vanags,
director of the Baltic International
Center for Economic Policy Stud-
ies, a think tank based in Latvia’s
capital, Riga.

Latvia’s biggest creditors are
Swedish banks, who hold $23.2 bil-
lion of assets there, according to the
Bank for International Settlements.
The Swedish banks say they are
ready for a devaluation and high
loan-default rates.

Swedbank AB’s chief executive,
Michael Wolf, said in a statement Fri-
day that “we feel comfortable about
our action preparedness regardless
of which way the Latvian govern-
ment chooses to go.”

To be sure, Latvia’s problems
might be contained to the Baltics and
not spread more widely. Latvia has
half as much borrowing from foreign
banksas Iceland didwhen its currency
collapsed,yethas seven times the pop-

ulation, at around 2.2 million people.
In addition, European countries

with floating exchange rates, such
as Russia, Ukraine, Hungary and the
U.K., have already seen substantial
devaluations during the crisis,
while Latvia has stuck to its peg.

Interest rates in Latvia have
soared since the country’s currency
came under sustained attacks this
week, with overnight rates for lend-
ing among banks rising to 19.6%,
from 16.8% Thursday.

The IMF is leading the negotia-
tions with Latvia over how big a bud-
get deficit the IMF and European
Union should allow before they ap-
prove the next disbursement of aid.

In similar circumstances, the
IMF has insisted countries devalue

their currencies. That has the effect
of spreading the pain of adjustment
throughout the economy rather
than the current situation, where
Latvia’s government workers are
taking the brunt of adjustment
through pay cuts. A devalued cur-
rency also makes exports cheaper,
giving a troubled country a path to-
ward recovery.

Latvian homeowners and busi-
nesses are saddled with $40 billion
of loans originated by foreign
banks, most of it denominated in eu-
ros. Gross domestic product is ex-
pected to fall at least 18% this year
as asset prices, especially in the
housing market, have cratered as
much as 60%.

Some said the EU’s attempt to

avoid devaluation would only de-
lay inevitable pain for Latvia and
its creditors.

“It looks like a train wreck to me.
It’s a crazy idea” not to devalue, said
Simon Johnson, a professor at the
Massachusetts Institute of Technol-
ogy and a former IMF chief econo-
mist. Propping up the lat will force
intense pain for Latvians in the form
of wage and benefit cuts. It will also
stifle any chance at economic recov-
ery, which will keep loan-default
rates high.

“The Europeans keep support-
ing [the peg] because they are oper-
ating a fixed exchange-rate system
in Europe and don’t want to under-
mine the undertaking,” said John
Williamson, a senior fellow at the
Peterson Institute for Interna-
tional Economics in Washington. “I
don’t see the sense of trying to de-
fend marginal currencies like
that,” he added.

The official public support for
the lat could also be the familiar pub-
lic performance that always occurs
before a currency falls.

“In every devaluation in history,
the prime minister and the central
bank governor go on television the
night before and say a devaluation
will happen over their dead bodies,”
said Anatole Kaletsky, chief econo-
mist at GaveKal, a research and fund
management firm.

 —Bob Davis, Charles Forelle,
Malgorzata Halaba

and Marynia Kruk
contributed to this article.
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Europe's Latvian loan woes
Swedish banks have the largest exposure to loans in the ailing Baltic states, 
including Latvia.

Latvia's foreign loan exposure 
by country

Value of loans European banks hold 
in countries whose currencies are 
pegged to the euro, in billions of 
dollars

Total
foreign loans:

$40.5
billion

Sweden
$23.2 billion

Germany
$4.3 billion

Italy
$0.9 billion

Other

$42.2
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38.7

35.2

Lithuania

Latvia

Bulgaria

Estonia
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Gl Conservative B2 US BA LUX 06/04 USD 14.62 4.5 –15.4 –9.2
Gl Conservative I US BA LUX 06/04 USD 13.64 5.3 –13.8 –7.6
Gl Eq Blend A GL EQ LUX 06/04 USD 9.73 8.8 –43.6 –29.3
Gl Eq Blend B GL EQ LUX 06/04 USD 9.19 8.5 –44.1 –30.0
Gl Eq Blend I GL EQ LUX 06/04 USD 10.22 9.3 –43.1 –28.7
Gl Growth A GL EQ LUX 06/04 USD 34.73 7.7 –44.4 –28.2
Gl Growth B GL EQ LUX 06/04 USD 29.16 7.2 –44.9 –29.0
Gl Growth I GL EQ LUX 06/04 USD 38.39 8.1 –43.9 –27.7
Gl High Yield A US BD LUX 06/04 USD 3.61 27.3 –13.4 –7.4
Gl High Yield A2 US BD LUX 06/04 USD 7.34 27.4 –13.6 –7.5
Gl High Yield B US BD LUX 06/04 USD 3.61 26.5 –14.5 –8.5

Gl High Yield B2 US BD LUX 06/04 USD 11.86 26.8 –14.5 –8.4
Gl High Yield I US BD LUX 06/04 USD 3.61 27.7 –12.7 –6.9
Gl Value A GL EQ LUX 06/04 USD 9.34 10.0 –42.8 –30.4
Gl Value B GL EQ LUX 06/04 USD 8.63 9.5 –43.4 –31.1
Gl Value I GL EQ LUX 06/04 USD 9.88 10.3 –42.4 –29.9
India Growth A EA EQ LUX 05/29 USD 86.08 49.0 –19.8 –4.4
India Growth B EA EQ LUX 05/29 USD 74.02 48.4 –20.6 –5.9
India Growth I EA EQ LUX 05/29 USD 88.95 49.2 –19.6 –4.7
Int'l Health Care A OT EQ LUX 06/04 USD 112.98 –3.8 –23.5 –18.1
Int'l Health Care B OT EQ LUX 06/04 USD 95.85 –4.2 –24.2 –18.9
Int'l Health Care I OT EQ LUX 06/04 USD 122.88 –3.4 –22.8 –17.4
Int'l Technology A OT EQ LUX 06/04 USD 85.51 16.9 –34.3 –18.1
Int'l Technology B OT EQ LUX 06/04 USD 74.53 16.4 –35.0 –18.9
Int'l Technology I OT EQ LUX 06/04 USD 95.44 17.3 –33.8 –17.4
Japan Blend A JP EQ LUX 06/04 JPY 5918.00 10.3 –39.1 –29.7
Japan Growth A JP EQ LUX 06/04 JPY 5803.00 4.3 –39.3 –30.2
Japan Growth I JP EQ LUX 06/04 JPY 5943.00 4.7 –38.8 –29.6
Japan Strat Value A JP EQ LUX 06/04 JPY 5955.00 15.5 –39.7 –29.8
Japan Strat Value I JP EQ LUX 06/04 JPY 6086.00 15.9 –39.2 –29.2
Real Estate Sec. A OT EQ LUX 06/04 USD 11.38 6.7 –40.8 –31.2
Real Estate Sec. B OT EQ LUX 06/04 USD 10.47 6.3 –41.3 –31.9
Real Estate Sec. I OT EQ LUX 06/04 USD 12.18 7.0 –40.3 –30.6
Short Mat Dollar A US BD LUX 06/04 USD 6.74 1.4 –12.9 –10.9
Short Mat Dollar A2 US BD LUX 06/04 USD 8.89 1.5 –12.9 –10.9
Short Mat Dollar B US BD LUX 06/04 USD 6.74 1.2 –13.3 –11.3
Short Mat Dollar B2 US BD LUX 06/04 USD 8.87 1.3 –13.3 –11.3
Short Mat Dollar I US BD LUX 06/04 USD 6.74 1.6 –12.4 –10.3
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Peeking behind the curtain
Google Earth, data
used to forecast
China consumption

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
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By Chris Oliver

And Rosalind Mathieson

Asian shares ended mostly
higher Friday, led by gains in com-
modities and a rally in Australian
mining stocks after Rio Tinto an-

nounced a capital
raising and a joint
venture with BHP
Billiton.

Rio Tinto shares
jumped 8.4% after the miner aban-
doned its $19.5 billion deal with Alu-
minum Corp. of China, or Chinalco,
in favor of a $15.2 billion rights issue
and a venture with BHP. BHP’s
shares leapt 8.7%.

But shares in Chinalco’s subsid-
iary Chalco fell 2.1% in Hong Kong af-
ter the Rio deal fell apart. Citigroup
advised investors to sell the shares,
saying that the collapse could hurt
sentiment, though it won’t fundamen-
tally change Chalco’s operations.

Among other miners, Fortescue
Metals shot up nearly 14% on news
it had entered into a joint venture
with BC Iron to develop an iron-ore
project in Western Australia.

Hong Kong’s Hang Seng rose 1%

to 18679.53. Among other commodi-
ties, Jiangxi Copper was up 1.6%
while Cnooc tacked on 4.7%.

Beginning Monday, HSBC’s
shares will be given a 15% weighting
in the Hang Seng Index, instead of
the current 20%. Its shares fell 2%.

But some analysts questioned
how much further the bull market in
Asian stocks would run. Japan’s Ni-
kkei Stock Average of 225 compa-
nies has risen 10% this year, despite
Japan’s economic woes and a stron-
ger yen that can hurt exporters. In
Hong Kong, the Hang Seng has
posted weekly gains in five of the
last six, including a 2.8% gain last
week. It has surged 30% this year.

“If Asian stocks rise much fur-
ther they will, frankly, be getting
into bubble territory; we think mar-
kets need to move sideways for a cou-
ple of quarters to allow fundamen-
tals to catch up,” said HSBC Strate-
gist Garry Evans in Singapore.

Friday, the Nikkei added 1% to
9768.01. Canon gained 4.2%. The
company said it plans to proceed
with construction of a new digital-
camera factory in southern Japan af-
ter imposing a six-month delay.

Commodities shares boost
indexes as Rio jumps 8.4%

Euro Government Bond
Funds that invest primarily in government or government-backed agency securities denomi-
nated or hedged into the relevant currency. Ranked on % total return (dividends reinvested)
in U.S. dollars for one year ending June 05, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 R Rothschild & Cie EURiFrance 13.69 12.83 15.12 8.73
Obligations Acc Banque

2 Standard Standard Life EURiLuxembrg –2.34 6.78 12.61 NS
Life GS Euro Ext Dur A Acc Investments

5 Cambacérès Groupe UFG EURiFrance 7.57 5.31 11.63 8.63
2014 Acc

NS Vanguard Vanguard USDiIreland 0.21 4.95 NS NS
Global Bd Idx Inst Hdg USD Acc Investments

NS Eurizon Eurizon Capital EURiLuxembrg 5.23 4.22 10.38 NS
Stars Fund Euro Bond I Acc S.A.

3 CAAM Invest Crédit Agricole USDiLuxembrg 35.00 3.99 –8.68 NS
VaR 20 USD I Acc Asset Management

3 Palatine Banque Palatine EURiFrance 3.36 3.97 10.46 7.07
Première Acc

5 Centrale CCR EURiFrance 1.09 3.56 9.92 7.32
Duration 7 Acc

4 LAM-EURO-RENTEN-UNIVERSAL Universal-Investment EURiGermany 4.69 3.32 10.31 7.68
Inc GmbH

4 Alma Gestion Natixis EURiFrance 4.80 3.02 10.93 7.91
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By Carolyn Cui

Oil analysts desperate for any
insight into the murky world of
China’s economy are resorting to
old-fashioned shoe-leather re-
search, often with a high-tech
twist.

Unraveling the mystery of Chi-
nese demand, one big factor in
oil’s recent price spike, has be-
come a full-time task for many oil
analysts. Crude oil reached more
than $70 a barrel on Friday for the
first time since November, and ana-
lysts predict it could reach $80 by
the end of this year.

While signs of life in the U.S.
economy have helped drive some
of the gains, analysts agree that
peeking behind the curtain in
China is the key to predicting oil
prices.

China is estimated to account
for 9.3% of the world’s total oil use,
yet the country releases no actual
consumption data. That has led an-
alysts to turn to Google Earth to
track the movements of oil tankers
and to travel across China meeting
with low-level oil industry offi-
cials. To predict agricultural pro-
duction, firms are studying ways
to use satellite, weather and soil
data throughout China.

These analysts were early in
spotting a rise in demand in China
this spring and believe demand
will stay strong, justifying the cur-
rent oil price and possibly pushing
it higher.

Sanford C. Bernstein analysts
Neil McMahon and Alexander Ink-
ster are using Google Earth, the
Web site that provides satellite im-
ages of almost any place on the
planet, to zoom in on Chinese stor-
age facilities, helping them moni-
tor the increase in capacity over
time.

In May their focus was on Aos-
han, a site in eastern China. Im-
ages from 2000, 2003 and 2007
proved what had long been sus-
pected—that storage capacity had
been massively expanded. That
helped give Messrs. McMahon and
Inkster the confidence to predict a
surge in Chinese demand.

“We look at very obscure things
to understand oil’s supply and de-
mand,” said Mr. McMahon. Still,
Mr. McMahon said he has no way
to know whether the storage tanks

will become full soon, despite
some “unconfirmed reports” they
had. “Who knows? China doesn’t
publish the inventories data,” he
said.

Chinese oil stockpiling “should
have offered some support to
crude prices, and will continue to
do so going forward,” the analysts
said in a recent report.

“The findings have basically
supported our view” on oil, Mr. Mc-
Mahon said.

Sanford, a research subsidiary
of asset manager AllianceBern-
stein L.P., forecasts oil will aver-
age $80 a barrel for 2010, more
bullish than most.

Messrs. McMahon and Inkster
are also using oil-tanker tracking
data. They estimated that crude
tanker arrivals have increased by
400,000 barrels a day since No-
vember of last year, proving that
China is filling up that extra stor-
age capacity.

There are limitations to these
innovative methods. Google’s sat-
ellite pictures are widely available
and not updated frequently, rais-
ing questions about how much
edge and precision the informa-
tion can provide.

Historically, the focus of oil re-
search was on the U.S. and Europe.
Analysts would get a good handle
of the overall picture just by look-
ing at these two markets. The
game changed in 2004, when Chi-
nese oil demand surged 15.4%.

Paul Ting, a veteran energy ana-
lyst, left Wall Street three years
ago and set up his own research
firm, Paul Ting Energy Vision LLC,
to focus on China. Mr. Ting, who
speaks Mandarin, has used his eth-

nic Chinese roots to try to build a
network of sources in China, in-
cluding local companies, industry
associations and semi-govern-
ment organizations, hoping to
piece together information to get
a more precise picture of demand.

He spotted a sudden depletion
of gasoline and diesel stores in
April—signs of stronger auto sales
and a pickup in industrial demand—
and figured this would flow
through into rising demand for
crude oil in May.

Oil Movements, a U.K.-based
consultancy, uses information
from the oil-tanker market to pro-
vide a forward-looking picture of
where oil supplies are headed.

Founder Roy Mason says the
firm’s research spotted a spike in
demand from East Asia in April by
tracking oil tankers sailing to the
region from Middle East and West
Africa. The trend continued into
June.

And it isn’t just China’s oil de-
mand that analysts and traders
are trying to get a read on.

Lanworth, Inc., a Chicago-
based agricultural information
provider, is trying to replicate its
success in charting corn and soy-
bean crops through satellite im-
ages and combining the images
with soil and weather data. Its re-
search in the Americas has en-
abled Lanworth to get acreage and
yield estimates a few days earlier
than U.S. official reports.

“The interest level is very, very
high,” said Nicholas Kouchoukos,
vice president of information ser-
vices. “If we could do in China
what we are doing here, we would
have a lot of happy clients.”
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Pakistan taps tribes’ anger with Taliban
Violence spurs
disenchantment
in border areas

Pakistani troops checking a vehicle Friday at a post in Malakand area, where government forces are fighting Taliban militants.

By Chip Cummins

BEIRUT—A Hezbollah-led bloc
of candidates headed toward gains
in parliamentary elections here,
though it wasn’t clear late Sunday
whether it had wrested a majority
from a Western-leaning coalition.

Official results weren’t expected
until at least early morning Monday.
Despite isolated reports of skir-
mishes between rival supporters,
voting across the country went
smoothly. Turnout was well above
50%, according to the interior minis-
try. Fireworks lit up the skyline of the
capital hours after polls closed.

Almost as important as which
side wins a majority in the country’s
next parliament is how Lebanon’s
various political parties and person-
alities react to the results. Some ana-
lysts and pollsters were predicting a
margin of just one or two seats in the
128-seat body. A handful of indepen-
dents could also win races, making
calling a clear winner more difficult.

Lebanon apportions parliamen-
tary seats and its top government
posts by sect. Sunni Muslims were ex-
pected to vote for the Western-lean-
ing “March 14” movement, a bloc

that currently holds a majority in par-
liament. Shiite Muslims were ex-
pected to vote for an opposition bloc
led by Hezbollah, the Shiite political
and militia group that receives fund-
ing from Iran and is close to Syria.

That dynamic left just a few
races, most of them in Christian ar-

eas, crucial for the outcome of the
nationwide race.

If Hezbollah and its political allies
were to triumph, they’d lead efforts
to form Lebanon’s next government.
Hezbollah is designated a terrorist
organization by the U.S. and by Is-
rael, which fought a month-long war

against the group in 2006. But a
Hezbollah-dominated majority also
would be restricted in choosing min-
istries and other key posts, likely
forcing consensus with political foes.

“There is momentum for compro-
mise,” said Paul Salem, director of
the Beirut-based Carnegie Middle
East Centre. “Hezbollah’s immedi-
ate interest is to not rock the boat
and not to make dramatic policy
changes,” he said.

Washington has doled out signifi-
cant aid to Lebanon in recent years.
During a visit last month, U.S. Vice
President Joe Biden warned further
aid, including military support,
would depend on the composition
and policies of the next government.

A victory for the Hezbollah-led
opposition would be deeply trou-
bling for Israel and U.S.-allied Arab
neighbors, loath to see Tehran boost
its regional influence. March 14 lead-
ers have warned that Hezbollah
gains could push Gulf Arab states
and investors to think twice about
sending more money to Lebanon.

Hussein Hajj Hassan, a Hezbollah
member of parliament from Baalbek,
said Lebanon could survive without
additional Western aid, and that he

isn’t worried about Arab investment
drying up. He also said Hezbollah
wasn’t out to radically alter govern-
ment policy. “If we win, it’s not a
coup d’etat,” he said in at his cam-
paign headquarters ahead of the
vote. “It’s not a revolution.”

Voting districts have been re-
drawn since the last polls in 2005,
benefiting the so-called “March 8”
opposition bloc, led by Hezbollah.

March 8 holds 58 seats in the cur-
rent parliament. The pro-West
March 14 movement, led by Saad Har-
iri, son of assassinated former Prime
Minister Rafik Hariri, holds 70 seats.

Hezbollah officials say despite ex-
pected gains for their political allies
they will forfeit one of their 14 seats
because of the redistricting. They
also have said they are open to invit-
ing Mr. Hariri’s bloc into a national-
unity government if they wind up on
top in the polling.

In an interview Sunday, Mr. Har-
iri said he would stay out of any
March 8 government. “I would
rather sit in opposition,” he said
from his heavily fortified compound
in the center of Beirut.
 —Nada Raad

contributed to this article.

Lebanon’s tight parliament race draws strong turnout

Lebanese men line up at a polling station in downtown Beirut in a high-stakes
parliamentary election that could see gains for a Hezbollah-led coalition.
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By Matthew Rosenberg

And Zahid Hussain

PESHAWAR, Pakistan—When the
Taliban began filtering into Gul Khan
Mehsud’s town along the Afghan bor-
der nine years ago, residents offered
food, shelter and ammunition.

“How could we turn them away?
The Americans were killing them.
We wanted them to fight,” says the
38-year-old from South Waziristan,
one of the tribal regions that border
Afghanistan and arguably the Tali-
ban’s most important stronghold in
Pakistan. “We thought the Taliban
would help us.”

Instead, Mr. Mehsud was forced
from his home in South Waziristan
earlier this year after the Pakistan
Taliban, which grew out of the mili-
tants who fled the 2001 U.S.-led inva-
sion of Afghanistan, accused one of
his cousins of helping the U.S. plot
missile strikes from drone aircraft.

Mr. Mehsud now lives with
nearly two dozen relatives in two
rooms in this city, the gateway to
the tribal borderlands. “I didn’t
want to be shot,” he says.

With Pakistan on the brink of tak-
ing its anti-militant campaign to the

tribal areas on the restive border with
Afghanistan,civilian andmilitarylead-
ers in Islamabad are banking on grow-
ing anger with the Pakistan Taliban
amongtribesmen such asMr.Mehsud,
whose Pashtun ethnic group straddles
the frontier and lives in the core of the
insurgency in both countries.

Popular support for the insur-
gents has undermined years of at-
tempts to subdue the border areas,
where the Taliban hold sway and al
Qaeda operates openly. Residents
who have fled report an intensifying
reign of terror. The region is largely
off limits to outsiders—foreigners
and Pakistanis alike—and there are
signs of growing disgust with the
Taliban’s hard-line tactics.

Pakistan’s military hopes to chan-
nel that disenchantment behind its
coming campaign in North and
South Waziristan, which is likely to
be grueling. An estimated 15,000 mil-
itants from the northwestern moun-
tains of Pakistan and parts of east-
ern Afghanistan have massed in the
area before an offensive expected to
begin in the next month or two.

Anger at the Taliban in tribal ar-
eas mirrors a broader anti-Taliban
sentiment across Pakistan that
backed the military’s recent offen-
sive in the Swat Valley, a onetime va-
cation area overrun by the Taliban in
the past two years. The military
launched its assault in Swat, which
is roughly 160 kilometers from Islam-
abad, about a month ago after the
Taliban violated a peace agreement
that gave them control of the area.

Pakistan’s top brass say the army
has cleared militants from most of
Swat, but there still are pockets of re-
sistance in the valley and sporadic vio-
lence around the region. On Friday, a
suicide bomber killed at least 33 peo-
ple attending afternoon prayers at a
mosque in the Upper Dir district, a re-
mote area to the west of Swat. Accord-
ing to Pakistani officials, there was no
immediate claim of responsibility, but
one local government official blamed
the Taliban, saying it was likely in re-
taliation for the Swat offensive.

A day later,some 400 peoplein Up-
per Dir attacked Taliban fighters in
five of the district’s villages and by

Sunday had taken control of three,
said Atif Rehman, an official in Upper
Dir. The villagers killed at least four
militants and knocked down nearly
two dozen houses they believed were
used to shelter insurgents, he said.

The tribal areas—remote, moun-
tainous and untamed by outside au-
thority for centuries—represent a
far greater challenge. Pakistani intel-
ligence officials say the top leaders
of the Swat Taliban have retreated,
with hundreds of followers, to
North and South Waziristan.

North and South Waziristan are
part of the so-called Federally Admin-
istered Tribal Areas, a rugged region
cut off physically and politically from
the rest of the country. Unlike Paki-
stan’s four main provinces, the re-
gion has historically been under only
loose federal government control.

There still is broad popular sup-
port in the area for militants fight-
ing U.S. and North Atlantic Treaty
Organization forces in Afghanistan.
And the Pakistan Taliban hasn’t lost
its allure among the tens of thou-
sands of people whose relatives
were killed or homes were flattened

in military attempts to reassert au-
thority in the tribal areas.

“Each time there is badly aimed
artillery firing or the Americans fire
missiles, if one person is killed, all
his brothers and sons and cousins
join the Taliban,” said Hazrat Mu-
hammad, 36, who last year fled fight-
ing in the Mohmand tribal area near
South Waziristan.

Even among those, such as Mr. Mu-
hammad, who say they now oppose
the Taliban, there is deep distrust of
the government, which has done little
for the tribal areas since Pakistan was
created six decades ago. In social and
economic indicators, the region trails
the rest of Pakistan. Per-capita an-
nual income is about $500—roughly
half the national average—and liter-
acy hovers under 20%.

Rustam Shah Mohmand, a former
official who served as top administra-
tor for both Waziristans, said the
people “don’t want the Taliban. But
they don’t want the army. They want
to go back to their old ways.”

The old ways allowed Islamabad
to govern through a network of mod-
erate tribal elders, known as maliks.

Pakistani law didn’t apply to the tribal
areas, and the army stayed out of the
region. The system, which originated
more than a century ago when Britain
ruled the subcontinent, was upended
by the Taliban and al Qaeda after the
U.S.-led invasion of Afghanistan. Hun-
dreds of maliks were killed or forced
to flee, and the few government offi-
cials in the region brought to heel.

The army sent in soldiers in
2003, but they did little to restore ci-
vilian authority. A new generation
of Taliban warlords filled the vac-
uum, banding together in 2007 to
form the Tehrik-e-Taliban Pakistan
and fight Islamabad.

In one indication of the growing
anger at the Pakistan Taliban, a rival
from within Mr. Mehsud’s tribe is
gathering fighters to challenge the
commander, helping security forces
identify his men and hideouts, secu-
rity officials in the region say.

“The government is an enemy,”
said Gul Khan Mehsud. “First the Tal-
iban must go. Then the army should
go,” he said.
 —Rehmat Mehsud

contributed to this article.
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Cerberus reduced staff,
including two partners

Europe looks to tweak trading rules further
Dealers urge clarity
for stock prices;
bonds reconsidered
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By Phil Craig

Two senior partners in Europe at
Cerberus Capital Management, the
U.S. buyout firm that owns Chrysler,
have left the company.

Ken Leet, a former strategic ad-
viser to Ford Motor Co., has left, 2µ
years after the company hired him
to strengthen its European busi-
ness, according to a person familiar
with the company. Jeff Lubin, who
joined in 2005 to establish the Euro-
pean arm, also has left.

The departures came as the com-
pany cut a third of its staff in the
U.K. over the first three months of
the year, according to financial ac-
counts filed at Companies House in
May. The documents said that head-
count at Cerberus UK Management
Ltd. fell from 23 to 15. The person
said that the European cuts, which
included Messrs. Leet and Lubin,
came after Cerberus decided in Janu-

ary to cut about a tenth of its staff
globally.

A spokesman for the company de-
clined to comment on the depar-
tures. “We remain fully staffed to
manage the current portfolio and to
address any opportunity that pre-
sents itself in Europe and around
the world,” he said.

Cerberus hired Mr. Leet in 2006
to lead its European investment
team. He was a strategic adviser at
Ford Motor Corp. with a brief to so-
licit merger ideas. Soon after he
joined the car company, it put its lux-
ury subsidiaries Jaguar and Aston
Martin on the market.

Mr. Leet spent 18 years at Gold-
man Sachs Group Inc., where he rose
to become a partner in the invest-
ment-banking division after work-
ing in principal investment and le-
veraged finance. He left in 2003 to
work for the administration of
George W. Bush as undersecretary
of the Treasury for domestic fi-
nance. In 2005, he moved to Bank of
America Corp., where he was head
of corporate and investment bank-
ing for Europe, the Middle East and
Africa, before leaving to join Ford a
year later. Messrs. Leet and Lubin
couldn’t be reached for comment.

Cerberus is headquartered in
New York, with offices in London,
Frankfurt, Tokyo, Beijing and Dubai.

By Luke Jeffs

And Dominic Elliott

Having digested the massive
changes that new European Union
rules visited upon European stock
markets over the past 18 months,
traders and regulators are turning
their minds to a possible sequel.

The rules opened up Europe’s eq-
uity markets to cross-border compe-
tition in 2007. The consequences
have been dramatic and in some
cases unexpected, changing the de-
bate surrounding them.

Some say principles similar to
those included in the Markets in Fi-
nancial Instruments Directive, or Mi-
fid, should be extended to the bond
and derivative markets, given prob-
lems that were thrown more sharply
into focus by the financial crisis.

Others say Mifid’s goal to in-
crease competition has undermined
another goal, that of making it
clearer who is selling what equities
at what price.

Finally, some say Mifid needs to
have tighter rules on how dealers de-
termine prices.

Any overhaul of Mifid would still
be awhile away. A spokesman for the
European Commission said a review
isn’t expected before 2010. But peo-
ple familiar with matter say the com-
mission is adding “more wide-rang-
ing elements” to a small-scale “tech-
nical” review next year that was
planned at least as far back as Au-
gust 2008. And a person with knowl-

edge of the Commission’s plans said
it may start sounding out busi-
nesses and national regulators on
“changes to Mifid” this year.

Mifid abolished rules that had
forced any individual or company
trading shares across 30 European
countries to use stock exchanges. As
expected, new high-tech, low-cost
sites dubbed multilateral trading fa-
cilities opened. These operations,
such as Chi-X Europe and Turquoise,
have taken market share from Eu-
rope’s largest exchanges. Euronext’s
share of French trading fell to 63%
last week from 97% at the start of
last year, while the London Stock Ex-
change has 72% of U.K. orders, down
from 96% in January 2008, and Deut-
sche Börse has 71% of German share-
trading, down from 95% over the
same period, according to data pro-
vider Thomson Reuters.

One downside to the prolifera-
tion of venues, however, has been to
make it harder to analyze the trades
taking place across Europe. Before
Mifid, the primary national ex-
change was the only place a trading
firm needed to go for pricing data.
Now it can be hard to discover
where the best prices are available.

“We study the data and try to
find the print but they often go miss-
ing or they’ve been aggregated,
which makes it a struggle,” Kristian
West, European head of trading at
J.P. Morgan Asset Management, told
trading conference Mondo Visione
last week.

Different venues use different
codes to identify stocks, making the
work even murkier. Dealers hope
that one reform would force the
MTFs and incumbent exchanges to
use a “consolidated tape” that
would funnel all their data into a sin-

gle, easy-to-use format.
“I think the regulators missed a

trick on the consolidated tape, and if
there is a Mifid II they should look at
that,” said Tony Whalley, head of deal-
ing at U.K. asset manager Scottish
Widows Investment Partnership.

Mifid-compliant firms, which in-
clude brokers, fund managers, ex-
changes and other trading plat-
forms, also have complained that
the existing rules are too vague
about best execution, a tenet of the
directive that is meant to make com-
panies trade at the best price avail-
able. Under the directive, individual
firms are allowed to define what con-
stitutes best execution, meaning

trading shops can set their own stan-
dards and trade on as few exchanges
and MTFs as they like, which can
keep costs down. More prescriptive
Mifid rules could require firms to
trade on various markets, thereby
forcing the firms to find the best
deals for their customers.

In a report on best-execution
principles, trading firm Equiduct
found that in January, a third of all
European trades, worth Œ97 billion
($137.58 billion), could have
achieved a better price on a differ-
ent venue. Market participants said
last week that differences in pricing
remain a problem.

The financial crisis also has led

some to say that Mifid could provide
a good framework for changes in
how derivatives and bonds are
traded. These are traded in over-the-
counter markets, meaning that they
are typically harder to regulate than
the equities market, which is orga-
nized around a central exchange.

Last month U.S. Treasury Secre-
tary Timothy Geithner outlined re-
forms to these markets, including
the adoption of central counterpar-
ties and regulated trading systems.

Hans Hoogervorst, chairman of
Dutch market regulator AFM, said,
“One area that Mifid could be im-
proved is in its coverage of struc-
tured products, particularly in the
retail markets but also in the whole-
sale markets.”

“They are often highly non-trans-
parent and at the moment you often
get prospectuses that tell you virtu-
ally nothing about the products.
This must be changed. The talks be-
tween regulators on how to fix these
problems are just starting,” he said.

In fact, when Mifid was origi-
nally on the drawing board, regula-
tors had considered imposing the
rules on the bond markets. In July
2006, the Financial Services Author-
ity argued bonds and futures should
be covered by Mifid. But the London
Investment Banking Association
said its members had stopped their
Mifid projects amid confusion over
its “unworkable and unwarranted”
plan. The FSA dropped the idea.
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