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By Neil King Jr.

And Jeffrey McCracken

U.S. President Barack
Obama’s auto task force heard
a blunt message early this
spring from J.P. Morgan
Chase & Co., the largest
lender to Chrysler LLC. In any
deal to remake the troubled
auto maker, Chrysler would
have to repay its lenders all
$6.9 billion it owed.

“And not a penny less,”
said James B. Lee Jr., vice
chairman at the bank, in a call
to auto task-force boss Steven
Rattner on March 29.

The next day, Mr. Obama
called the banker’s bluff. The
president stepped before a po-
dium to announce that
Chrysler could face a disor-
derly bankruptcy or even liqui-

dation. His meaning was
clear: If that happened, the
lenders would get nowhere
near $6.9 billion.

A few hours later, Mr. Lee
called Mr. Rattner back. “We
need to talk,” he said.

The banker’s about-face
was a vivid example of the gov-
ernment’s tightening grip on
a humbled financial industry.
Pulling a trick from the hedge-
fund playbook, the govern-
ment used its leverage as the
sole willing lender to
Chrysler, either in bankruptcy
court or out, to extract deep
concessions from some of the
country’s biggest banks. (See
related article on page 6.)

The results of these hard-
ball tactics were on display
Friday, as the last resisters of
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Dual test

Pakistan fights rebels while
caring for uprooted residents
Economy & Politics, Page 8
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Investors are aggressively
piling back into markets
shunned as too risky just
weeks ago—driving up stocks
in the developing world and
causing alarm among some
central bankers.

As fears of a deepening glo-
bal recession are pushed
aside by expectations of recov-
ery, investors have rediscov-
ered their appetite for risk in
places ranging from Brazil
and China to Russia. Brazil’s
Bovespa stock index is up 75%
since its October lows, and
across the emerging-market
world, stocks are up 50% since
the beginning of March, ac-
cording to the MSCI Emerg-
ing Markets index, which
tracks 23 markets.

During the week ended
May 6, investors plowed $4
billion into emerging-market
investment funds, marking
the biggest week for the funds
since late 2007, according to
Bank of America Merrill
Lynch. Meanwhile, investors
have withdrawn $9.8 billion
from U.S. funds in seven
weeks.

Behind the switch is evi-
dence that the global eco-
nomic contraction is easing
and that China’s massive stim-
ulus plan has taken hold, her-
alding a pickup in demand for

commodities and agricultural
products.

“These moves back up-
ward are real,” says Robert
Weissenstein, chief invest-
ment officer at Credit Suisse’s
private bank. He cites inves-
tors’ renewed belief that econ-
omies such as Brazil and
China will grow faster than
the developed world. Barring
unforseen events, he says,
“The black hole in front of us
is gone.”

The sudden run-up has
some observers concerned
that investors are too eu-
phoric. Not long ago, Brazil-
ian leaders were upset that
Wall Street was underestimat-
ing the nation’s resilience
amid a global sell-off. After a
rebound in its shares and cur-
rency, the message has
changed: Calm down.

“The excess of optimism is
dangerous and could lead to
disappointment the first time
there is a negative number,”
Brazilian central banker Hen-
rique Meirelles told a confer-
ence in recent days. “Brazil is
showing signs of recovery on
the margins, but that doesn’t
mean (the crisis) is over.”

Brazil was forced to inter-
vene in its currency market in
the past week to prevent its
currency, the real, from
strengthening too quickly
against the dollar.

Just six months ago, the
real was plunging, blowing
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CLOSE CHG
DJIA 8574.65 +1.96
Nasdaq 1739.00 +1.33
DJ Stoxx 600 209.51 +1.56
FTSE 100 4462.09 +1.44
DAX 4913.90 +2.29
CAC 40 3312.59 +1.88

Euro $1.3493 +0.63
Nymex crude $58.63 +3.39

Taste for risk
is emerging,
as is worry

Chrysler deal shakes

bankruptcy world

Vision fatigue
Europe failed
its eastern front
in Prague. Page 12
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News in Depth: How the stress tests stopped the market bleeding
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What’s
News

GM has hired an executive-
search firm to help find re-
placements for at least half
of its 12 directors as early as
this summer, reflecting the
Obama administration’s in-
creasing influence over the
auto maker. Page 32

n The U.S. stock market no
longer looks like a bargain
after recent strong gains. A
rise in price-to-earnings ra-
tios suggests investors
should be cautious. Page 19

n Hedge funds are back in
positive territory overall this
year, but managers who bet
against stocks are suffering
and could face pressure to
change their stance. Page 19

n German indicators raised
hopes that the economy is
stabilizing, though a return
to growth isn’t expected
soon. Page 2

n The European Commission
is expected to fine Intel on
Wednesday for breaking anti-
trust rules. Page 4

n Toyota posted a fiscal
fourth-quarter loss of $7.8
billion as the car maker con-
tends with sales problems in
China and the U.S. Page 6

n Chrysler lenders who op-
posed the U.S. restructuring
plan for the auto maker
abandoned their challenge,
citing political costs. Page 6

n Warren Buffett’s Berk-
shire Hathaway posted a
loss of $1.5 billion for the
first quarter. Page 7

n Abraaj Capital, a Dubai-
based private-equity firm, is
in talks to take at least a 15%
stake in DP World. Page 19

n Verizon Wireless is near a
$2.5 billion agreement to sell
parts of wireless carrier All-
tel to rival AT&T. Page 4

n A Merkel ally questioned
the German chancellor’s
plans to promise voters tax
cuts next year, exposing a
rift months before an election.

n The EU signed a pact with
Azerbaijan, Georgia, Egypt
and Turkey, boosting plans
for an energy corridor aimed
at reducing the EU’s reliance
on gas from Russia.

n The White House official
responsible for last month’s
Air Force One flight over
lower Manhattan that
caused panic resigned.

n A massive fire broke out
after an explosion on a gas
pipeline near Moscow. The
city’s mayor said there were
no fatalities.

Pontiff looks for balance in Middle East

europe.WSJ.com

By John Lyons,
Alex Frangos
and Alastair Stewart
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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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Here’s a conundrum:
Given the unprecedented
quantities of government
debt due to be issued glo-
bally over the next few
years, why are government-
bond yields still so low?
Sure, U.S. and U.K. govern-
ment-bond yields have
risen over the past few
weeks in response to huge
projected government defi-
cits, but they’re still very
low by historic standards.
Do the laws of supply and
demand not apply to gov-
ernment debt?

The market’s apparent
insouciance over this debt
splurge stems from two un-
derlying assumptions—both
questionable. First, that de-
mand will grow to meet the
increase in supply. And sec-
ond, that government-bond
yields are determined solely
by interest-rate and infla-
tion expectations, regard-
less of supply and demand.

Historically, this may be
true. Since the crisis
started, global government
borrowing has ballooned,
but so too has demand
fueled by risk aversion. But
even policy makers doubt
whether sufficient demand

will always be available.
Just a year ago, the U.K.
Debt Management Office
was warning the Treasury
that it thought it would
struggle to sell more than
£100 billion ($152.3 billion)
of gilts. It managed to sell
£140 billion. But this year, it
must sell £220 billion, and
who knows how much in fu-
ture years.

Meanwhile, recent
events cast real doubt on
the premise that interest-
rate assumptions alone de-
termine government-bond
yields. U.K. gilt yields see-
sawed on Thursday on ei-
ther side of the Bank of Eng-

land’s announcement that it
is to spend a further £50 bil-
lion buying gilts under its
quantitative-easing pro-
gram. That suggests the
market is starting to worry
about supply and demand.
Indeed, the BOE has explic-
itly stated that one of its
aims is to drive down gilt
yields—surely impossible if
supply and demand has no
impact.

Even so, the market’s as-
sumptions aren’t irrational.
Government-bond markets
are the largest and most liq-
uid in the world. In theory,
if prices deviated for too
long from the level implied
by the discounted value of
future cash flows, arbitrag-
ers would emerge to exploit
the opportunity for a quick
profit. Yet this hasn’t been
happening in the U.K. over
the past year. The spread be-
tween long-term swap
rates—a market measure of
long-term interest-rate ex-
pectations—and gilts of sim-
ilar maturities has turned
sharply negative, whereas
in a properly functioning
market, it should be slightly
positive.

The BOE has provided var-
ious possible explanations for

this, including the unavailabil-
ity of credit for arbitragers,
fears over counterparty risk
and mark-to-market risks.
But the most compelling rea-
son is so-called Knightian un-
certainty—risks that can’t be
measured. Ranking high
among these must be the like-
lihood that government bor-
rowing will vastly exceed
even current bloated esti-
mates and that demand will
indeed not be sufficient to
meet this supply at prices
that reflect future interest-
rate expectations.

This matters because, if
the market’s assumptions
turn out to be wrong, the
implications could be pro-
found. Even triple-A cred-
its such as the U.S. and
U.K. may find that they
can’t borrow without limit
at prices that reflect future
interest-rate expectations.
Instead, yield curves will
steepen even further and
governments will be forced
to pay a much higher price
for their debt—thereby
pushing up borrowing
costs across the economy.
All the more reason for gov-
ernments to get their bor-
rowing under control.
 —Simon Nixon

and Richard Barley

Questions for 3i investors
What 3i Group gives

with one hand, it takes with
the other. Having returned
more than £2 billion ($3 bil-
lion) to investors over five
years, the listed U.K. private-
equity firm is now asking
investors for £732 million
from a rights issue. For a
company that had just an-
nounced a £2 billion loss for
the year and a 50% slump in
net asset value, the fact
that the shares rose 14% Fri-
day was quite a vote of con-
fidence.

It also shows how bullish
investors are becoming
about the recovery. Al-
though 3i says it wants the
cash to reduce leverage,
which has soared to 104%
following the latest write
downs, it faces no liquidity
pressure over the next two
years. More important, the
company wants cash to in-
vest, as the economy picks
up, in its core growth and
midmarket investment strat-
egies.

Investors are being
asked to look past 3i’s nega-
tive 50% return on equity in
2008 and hope that 3i can
instead match or exceed the
20.5% average delivered dur-
ing the previous five years.
That may be a reasonable

bet. The next few years
could see plenty of asset
sales from larger groups
looking to cut debt. And
with bank lending likely to
be in short supply for sev-
eral years, promising
smaller and medium-size
companies may be more will-
ing to use equity finance to
fund growth.

But even if the opportuni-
ties are there, investors
need to ask themselves two
questions: Has 3i suffi-
ciently written down its ex-
isting £8 billion of assets un-
der management, including
£4 billion on its own bal-
ance sheet? And will future
returns be sufficient on a
risk-adjusted basis? Pre-cri-
sis, private equity used to
target returns of 20%-plus.
These days, the return tar-
get should surely be higher.

On this basis, the market
is clearly not yet convinced.
The shares still trade at a
discount to net asset value.
In the go-go days, 3i used to
talk of its ambition to per-
suade investors it could de-
liver such consistently high
returns that the shares
would trade at a multiple of
book. That ambition still
looks a long way off.
 —Simon Nixon

GM hires search firm to line up new directors
Decision to retain
Spencer Stuart came
at Treasury’s urging

The puzzle of still-low yields

By Joann S. Lublin

And John D. Stoll

General Motors Corp. has hired
an executive-search firm to help find
replacements for at least half of its
12 directors, reflecting the Obama
administration’s increasing influ-
ence over the auto maker.

Interim GM Chairman Kent
Kresa has hired New York-based
Spencer Stuart to help him in a bid
to line up new directors to join the
board as early as this summer, ac-
cording to people close to the situa-
tion.

Mr. Kresa, along with GM Chief
Executive Fritz Henderson, was
named to his post in late March by
the Treasury Department after the
government forced out the former
chairman and CEO, Rick Wagoner.

Messrs. Kresa and Henderson
have been subject to strong govern-
ment oversight in the weeks they’ve
been running the company. In this
case, Mr. Kresa was hoping to con-
duct the board search on his own,
without the assistance from an out-
side search firm, the people close to
the situation said.In early April, Pres-
ident Barack Obama’s automotive
task force told the company to begin
planning for a so-called 363 sale in
bankruptcy court, and also dictated
the terms of GM’s new capital struc-
ture that was announced late last
month. Under a 363, GM could split
into two parts—a good company and
bad company— with all of the unde-
sirable assets being wound down in

the bad company.
Because the government could

own a controlling stake in the new
GM, or in the non-bankrupt com-
pany if it avoids a Chapter 11 filing, it
is expected to name a small portion
of the directors in addition to Mr.
Kresa’s picks to represent the Trea-
sury Department. The United Auto
Workers union, which has been of-
fered 39% of GM in exchange for
health-care concessions, will likely
get to pick at least one board mem-
ber in the future, according to peo-
ple familiar with the matter.

Spencer Stuart, one of the larg-
est U.S. executive search firms, has
advised or is advising board
searches taking place at several com-
panies accepting Treasury funding
in recent months. Those companies
include Citigroup Inc., American In-
ternational Group Inc. and GMAC
LLC.

Mr. Kresa has a deep base of con-
tacts after several years on GM’s
board, a tenure as chief executive of
Northrop Grumman Corp. that

ended in 2003, and a stint as a direc-
tor at Chrysler. He had planned to
rely on his professional network to
conduct the search.

But officials at the Treasury,
which has loaned GM $15.4 billion,
“strongly” suggested that Mr. Kresa
choose Spencer Stuart for GM’s
board search, telling him that the
search firm “can do it quickly,” said a
person close to the matter. They told
Mr. Kresa he would be contacted by
Tom Neff, head of the firm’s U.S. op-
erations, this person said.

The men spoke, and “the deal
was done,” this person said. In seek-
ing new directors, Spencer Stuart’s
Mr. Neff deals mainly with Mr.
Kresa, according to one person close
to the matter. “The client is the chair-
man of the board of GM,” rather
than Treasury, this person empha-
sized. But Mr. Kresa didn’t feel he
had much leeway in choosing Mr.
Neff. “Kent had Tom foisted on him,”
according to another knowledge-
able person who recently spoke
with him.

Mr. Kresa did not return calls
seeking comment.

Many of GM’s directors have
been on the board since before the
company sank into trouble in 2005,
including Mr. Kresa. It has reported
losses of more than $80 billion since
then. Mr. Henderson joined the
board last month when he replaced
Mr. Wagoner as CEO.

Under the government’s plan for
GM, at least six of the directors will
be replaced. GM’s board has been
the subject of intense scrutiny for
several years, and was publicly criti-
cized by shareholder activist and
former board member Jerome York
in 2006 for being too passive and
not pushing management for
enough details.

When GM’s new board actually
takes over depends on whether GM
files for Chapter 11 bankruptcy pro-
tection. The new board would not
take over until after GM emerges
from bankruptcy protection, one
person said. If GM avoids bank-
ruptcy, the company’s new directors

will likely be voted on during an an-
nual meeting, slated for Aug. 4.

The auto maker last month
launched a debt-for-equity ex-
change that closes May 26. GM has
said it will file for Chapter 11 around
June 1 if the offer fails to erase 90%
of the company’s $27 billion in unse-
cured bonds.

The exchange offer has garnered
little public support from bondhold-
ers thus far, and GM officials and the
task force are increasingly leaning
toward a bankruptcy filing. They
aim to wrap up the entire bank-
ruptcy case in 30 days to 60 days, ac-
cording to several people involved
in the company’s planning.

George Fisher, formerly the auto
maker’s lead director and a close
ally of Mr. Wagoner, “has been asked
to stick around” until GM finds new
directors, a third individual added.
But “I’m not long for this place,” Mr.
Fisher told acquaintances in mid-
April.

Mr. Fisher did not return a call
seeking comment.

By Nicholas Winning

And Paul Hannon

LONDON—U.K. business confi-
dence rose to its highest level in five
months in April, but the severity of
the country’s recession means busi-
ness conditions will remain difficult
for some time, a survey showed.

Confidence is still weak, and a siz-
able proportion of businesses sur-
veyed don’t expect any change in ac-
tivity—in either direction—by this
time next year, according to the sur-
vey’s results.

The monthly Lloyds TSB Corpo-
rate Markets Business Barometer
showed the headline balance of
firms expecting brighter business
prospects over the next 12 months
rose to plus 14 percentage points in
April from minus 4 in March, the
highest level and first positive read-
ing since November.

The balance is calculated by sub-
tracting the percentage of firms ex-
pecting a deterioration from those
expecting an improvement.

The percentage of firms expect-
ing an increase in business over the

next 12 months rose to 35% in April
from 22% in March, while those pre-
dicting a decrease dropped to 21%
from 26%. However, the percentage
expecting no change eased only
slightly to 42% from 46% in March.

Trevor Williams, chief econo-
mist at Lloyds TSB Corporate Mar-
kets, said the survey, carried out dur-
ing the week before the govern-
ment’s budget presentation on April
22, gave cause for hope that the re-
cession may be bottoming out.

“But we should be careful not to
read too much into this,” he said.

“We’re still very much in the throes
of a downturn, and that means busi-
nesses could continue to see tough
trading conditions for some time.”

The Lloyds TSB survey of more
than 200 firms found 45% were
more optimistic about the economy
than they were three months ago,
compared with 33% in March, while
34% said they were more pessimis-
tic than they were three months
back, compared with 49% in March.
The percentage with the same view
as three months ago rose to 20%
from 17%.

U.K. business confidence rises, but conditions remain difficult

Gilty Party
U.K. gross gilt issuance

Note: The figures for the current financial 
year are based on projections.
Source: U.K. Debt Management Office
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U.K. expenses stir anger
Newspaper reveals
government’s use
of taxpayer funds

By Alistair MacDonald

LONDON—The U.K. prime min-
ister and several officials are em-
broiled in a public fray over their
use of taxpayer funds to
cover their expenses, giv-
ing rise to another embar-
rassment for Gordon
Brown’s government.

Mr. Brown was forced to
issue an explanation Friday
after a London-based news-
paper, the Daily Telegraph,
published details of the ex-
penses he and other offi-
cials claimed while serving
in Parliament.

The expenses, which are
allowed under a system that
reimburses members of Parliament
for certain personal costs of doing
their jobs, include toilet-seat repairs
for a former deputy prime minister.

They also include £6,577 ($9,911) in
payments Mr. Brown made to his
brother for cleaning services at the
prime minister’s London apartment.
Mr. Brown’s spokesman said the pay-
ments were passed on to the cleaner
and didn’t benefit the brother.

The reports weren’t filed only by
parliamentarians from Mr.
Brown’s Labour Party.
Some were from conserva-
tive members of Parlia-

ment, who sought
reimbursements,
including one for
£134.30 for two ta-
ble lamps with ele-
phant motifs.

While the reim-
bursements don’t
appear to have bro-
ken any rules,
their publication presents a
headache for Mr. Brown,
whose government faces
rising voter resistance

amid the recession.
In recent years, the U.K. has seen a

series of political scandals over ex-
penses, in which lawmakers have
hired several family members as staff,

or, in one case, submitted expenses
for a spouse’s pornographic movie
rentals. Mr. Brown has made efforts
to reform the system, and the govern-
ment plans to publish four years of ex-
pense data in July.

U.K. rules allow members of Par-
liament to claim any expenses neces-

sary for them to carry out
their roles—including the
costof maintaining a second
residence for politicians
with constituencies outside
central London. Lawmakers
aresupposedtoavoidextrav-
agance, and their expenses
must be approved by parlia-
mentary officials.

Several cabinet ministers
changed their designated
second home several times,
claiming thousands of dol-

larsfor refurbishments. Peter Mandel-
son, the business minister, billed tax-
payers almost £3,000 for work car-
ried out on his home a week after he
announced his decision to step down
from Parliament in 2004. A spokes-
man for Mr. Mandelson, who later
sold the property, said all the work
done was “necessary maintenance.”
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By Marcus Walker

BERLIN—The pace of Germa-
ny’s recession is easing, raising
hopes that the world’s fourth-big-
gest economy could stabilize
soon, even though a return to
growth looks a long way off.

German exports rose 0.7% in
March from February, while indus-
trial output was flat, the govern-
ment’s statistics office said Fri-
day. Those unexpectedly strong
data followed a rise, published
Thursday, in German industry’s
new orders, putting an end to
months of traumatic plunges in
manufacturing activity.

“We may have reached a trough
in foreign trade,” said Anton
Börner, head of the German export-
ers’ association BGA, but he cau-
tioned that after a disastrous first
quarter, “the situation on all export
markets remains under strain.”

German Economy Minister Karl-
Theodor zu Guttenberg reiterated
that the government expects gross
domestic product to fall 6% this
year, despite signs that the steep-
est declines in output may already
be in the past.

Business activity is stabilizing
at a low level, leaving many German
companies with excess capacity
and staff, so that Mr. zu Guttenberg
warned: “We will only see the high
point of unemployment next year.”

The positive signs from indus-
try could reduce the pressure on
Berlin to adopt further fiscal-stim-
ulus measures to prop up demand
in Europe’s biggest economy. Chan-
cellor Angela Merkel’s govern-
ment argues its existing measures,
which center on infrastructure in-
vestments, should be enough but
need time to work.

With national elections due in
September, however, the govern-
ment could come under rising pres-
sure to tackle unemployment,
which is starting to increase
steadily as more businesses strug-
gle with the low level of demand at
home and abroad.

Since the global financial crisis

escalated in September, Germa-
ny’s export-dependent economy
has suffered its most abrupt crash
in business activity and GDP since
World War II. German GDP fell
2.1% in the fourth quarter and
about 3.5% in the first quarter, the
worst performance for decades.
Economists said Friday that the
stablization of orders, industrial
output and exports imply the sec-
ond quarter won’t be nearly as
bad: Analysts at Commerzbank
predict GDP will fall only 1% in the
current quarter, while forecasters
at HVB said the drop could be as
low as 0.5%.

That would come as a relief, but
a return to growth is still some
way off. “The brutal recession of
the first quarter is ending, but the
soft recession is just starting,”
says Andreas Rees, economist at
Munich-based bank HVB. Mr. Rees
says German monthly data will
continue to be weak, but he adds:
“Signs are thickening that the re-
cession will be over this fall.”
Other economists expect a return
to growth in 2010.

Some economists cautioned
that the more-stable industrial
data were flattered by some one-
time effects, including some big-
ticket export orders, and a revival
in construction after a particu-
larly cold winter.

 —Joellen Perry in Frankfurt
contributed to this article.

German export growth
raises hope for economy

Peter Mandelson

By Samantha Shields

TBILISI, Georgia—Georgian Presi-
dent Mikheil Saakashvili will meet op-
position leaders Monday to try to
break a monthlong political deadlock.

Opposition supporters demand-
ing Mr. Saakashvili’s resignation
have been protesting outside Par-
liament and the presidential ad-
ministration, camped on the
streets of central Tbilisi in make-
shift jail cells and disrupting traf-
fic since April 9.

“Mikheil Saakashvili expresses
hope that the authorities will be
able to overcome existing prob-
lems in the country through joint

efforts with all the political
forces,” the president’s office said
in a statement.

Opposition leader Salome
Zurabishvili told a crowd of a few
thousand rallying Sunday that Mr.
Saakaahvili’s agreeing to meet repre-
sents success. “This is a sign for us
that we have been on the right track
during the last 30 days,” she said.

Around 60,000 turned out on the
first day, and while the daily tally
later fell to a couple of thousand,
some 20,000 rallied Saturday at the
end of a week that saw clashes be-
tween protestors and riot police.

The opposition accuses Mr.
Saakashvili of betraying the ideals

of the 2003 Rose Revolution that
swept him to power by becoming in-
creasingly authoritarian and clamp-
ing down on the media. They also
charge he needlessly dragged the
country into August’s disastrous
war with Russia over the breakaway
region of South Ossetia.

Mr. Saakashvili has rejected all
calls for his resignation and said the
protests show Georgia is a democ-
racy.

Critics questioned his worthi-
ness to lead a fledgling democracy
in November 2007 when he sent in
riot police with armed with water
cannons and rubber bullets to break
up similar opposition protests.

Georgia’s president agrees to meet with protesters
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a deal to slash the value of Chrysler
debt abandoned their effort to fight
it in bankruptcy court. That raised
the chances for a relatively swift
transit through Chapter 11, produc-
ing a new Chrysler that is
55%-owned by a trust for union retir-
ees, 35% by Fiat SpA—a company
that hasn’t even been a Chrysler
creditor—and not at all by the se-
nior secured lenders.

That conclusion would upend a
longstanding tradition concerning
rights in a bankruptcy: Senior se-
cured lenders get paid in full before
lower-priority creditors get any-
thing. Not this time.

The White House’s role in restruc-
turing Chrysler has sent a shudder
through the community of lawyers
and lenders in the field of bank-
ruptcy and corporate workouts. Crit-
ics complain that the administra-
tion has violated a bedrock principle
of American capitalism and unfairly
demonized financial firms that are
vital to the functioning of the econ-
omy and its eventual recovery.

Administration officials reply
that the Chrysler crisis required bold
action. While Chrysler’s suppliers,
dealers and unionized workers are
critical to its survival—and so is Fiat,
which will contribute high-efficiency
engines and foreign distribution—
the creditors were expendable.

“You don’t need banks and bond-
holders to make cars,” said one ad-
ministration official.

The administration could exert
such leverage because it was con-
vinced big banks were too tarnished
in the public eye to put up a fight.
They risked being blamed for
Chrysler’s demise. And if Chrysler
had to liquidate, they and other lend-
ers would have to try to recover
their money by selling closed auto
plants and other assets that are lit-
tle in demand.

Mr. Rattner forced the issue dur-

ing the spring negotiations. More
than once, he told Mr. Lee: “You can
have the company and run it or liqui-
date it.”

This account of the fight among
Chrysler, its lenders and the govern-
ment is based on interviews with
dozens of people involved in the ne-
gotiations, including bankers, finan-
cial advisers, lawyers, union and
Chrysler officials and Obama aides.

The struggle began last year
when Chrysler and General Motors
Corp. faced a potential meltdown.
Chrysler went to the lenders that
held 70% of its debt—J.P. Morgan,
Citigroup Inc., Goldman Sachs
Group Inc. and Morgan Stanley. It
wanted to know if they would lend
more and if they would provide fi-
nancing in case Chrysler filed for
bankruptcy reorganizaton.

When they said no, the auto
maker turned to Washington. Just
before Christmas, the Bush adminis-
tration agreed to lend Chrysler $4
billion, as well as $13.4 billion to GM.
The Treasury gave Chrysler three
months to reduce its debt and forge
a cost-cutting agreement with the
United Auto Workers union.

Chrysler turned to the lenders it
had just been asking for new loans,
but now asked them to agree not to
get paid in full for their old loans. It
wanted them to chop the $6.9 billion
debt to $5 billion. At a meeting in
early February, Mr. Lee and other
bank executives rebuffed the re-
quest. With the government getting
so involved in supporting Chrysler,
the banks held out for talks with fed-
eral officials.

The Obama administration’s
auto task force held scant hope that
all of Chrysler’s lenders would agree
to a compromise. There were 46
debtholders in all, including many
small hedge funds and distressed-
debt funds. Most of these had ac-
quired their holdings at a discount
on the secondary market. With no

consumer operations, they had less
reputation on the line than the
banks did. In addition, unlike banks,
they didn’t have to worry about sav-
ing Chrysler in order to salvage
other loans, to parts suppliers and
to Chrysler Financial.

The task force’s Ron Bloom, a
former investment banker and steel-
workers-union negotiator, agreed
to handle talks with the UAW and
Fiat. Mr. Rattner, co-founder of pri-
vate-equity firm Quadrangle Group,
would take on the lenders.

He soon butted heads with Mr.
Lee. Known on Wall Street for his
suspenders, white collars and deep
Rolodex, Mr. Lee, as the senior deal
maker at J.P. Morgan, has lent more
money to more companies than
most people on Wall Street.

J.P. Morgan faced by far the most
Chrysler exposure: $2.7 billion of
debt. Monitoring the situation, J.P.
Morgan Chief Executive Jamie Di-
mon called Chrysler Chief Executive
Robert Nardelli several times.

Mr. Lee’s March 29 demand for
full repayment reflected a common
view in the creditor group. “You
lend someone $6.9 billion, you
would like $6.9 billion back,” said
one.

Many of the lenders believed the
administration would never let
Chrysler file for bankruptcy. “The
plan was to call the government’s
bluff. The game was to game the gov-
ernment,” said one manager of a dis-
tressed-debt fund.

Then came President Obama’s
tough talk about the possibility of
Chrysler going into bankruptcy or
even liquidation, which came just
hours after the administration
pushed out GM’s chief executive,
Rick Wagoner. Acting like a bank
that is a troubled firm’s last hope,
President Obama sketched out what
Chrysler would have to do to get
more federal money.

When Mr. Lee spoke to Mr. Ratt-
ner again on March 30, the J.P. Mor-
gan man acknowledged the land-
scape had changed. He sought a
meeting that would bring the lend-
ers to Washington.

Chrysler’s four main lenders
were already indebted to the Trea-
sury as recipients of loans from the
Troubled Asset Relief Program, the
government’s pool of emergency aid
to financial-system titans. Citi-
group had received $45 billion; J.P.
Morgan, $25 billion; and Goldman
and Morgan Stanley, $10 billion
each.

Obama aides say they were un-
der White House orders not use
TARP as leverage over the banks.
Lawmakers weren’t so shy. Rep.
Gary Peters, a Republican whose
Michigan district includes Chrysler
offices, wrote to the bank CEOs list-
ing their TARP loans and asking
them to extinguish most of

Chrysler’s debt.
Mr. Rattner hosted a meeting of

senior bank officers on April 2, in an
ornate conference room at the Trea-
sury. They heard presentations
from Chrysler’s Mr. Nardelli and
Fiat Chief Executive Sergio Marchio-
nne. The more than 25 listeners
were told that deals with Fiat and
the UAW were nearly complete.

When the issue of the $6.9 billion
in debt came up, Mr. Rattner looked
at the lending group and said, “We
have in mind for you a much lower
number.” He silenced the room by
proposing they get just $1 billion.

While that wasn’t the administra-
tion’s bottom line, the task force had
determined what was: the amount
lenders would get in a liquidation of
Chrysler assets. A Chrysler analysis
in January estimated that at $2 bil-
lion. The UAW and Fiat knew about
this figure, and also knew that the
auto task force was first going to of-
fer lenders just $1 billion. But the
lenders—having waited so long to
engage with the Treasury—were in
the dark. They were just getting a
glimpse of the Fiat-UAW talks.

The bankers asked the govern-
ment team for projections of what a
combined Chrysler-Fiat alliance
would look like. “If you want a re-
sponse other than ‘No,’ something
like a counteroffer, then we need
those new numbers,” Mr. Lee said,
according to someone present.

In the following days, the lenders
began to realize their leverage was
small and dwindling. Only the gov-
ernment had the ability or willing-
ness to finance a bankruptcy reorga-
nization of Chrysler, while also sup-
porting its warranties and suppliers
and recapitalizing Chrysler Finan-
cial. None of the lenders, some of
which had consumer operations in
the Midwest near Chrysler plants,
had any desire to take over and liqui-
date the company.

Mr. Lee had another problem. Un-
rest was spreading within the credi-
tor group as some worried that
TARP-recipient banks were open to
cutting a deal with the Treasury.
Some lenders that hadn’t gotten
TARP money decided to hire their
own lawyer. To calm the smaller
debtholders, the banks on April 10 al-
lowed three of them onto the
group’s steering committee: Oppen-
heimerFunds, Stairway Capital
Management and Perella Weinberg
Partners’ Xerion Fund.

The Chrysler-Fiat projections
sought from the Treasury didn’t ar-
rive until Easter, April 12. By then,
deals with Fiat and the UAW had
largely been hammered out.

The lenders spent a week hag-
gling over how to respond to Mr.
Rattner. The big banks at first pro-
posed that the group offer to cut the
debt in half and get no equity stake.
That idea outraged some hedge

funds and distressed-debt firms
that didn’t face the banks’ broader
concerns and that were accustomed
to fighting in the trenches for their
financial interests. The reply, sent
April 20, reflected the hardening po-
sition of the hedge funds: The lend-
ers would cut just $2.4 billion in
debt, in exchange for 40% of
Chrysler’s equity.

The offer landed with a thud.
Rep. Peters said the lenders were
seeking much more than market
value for their debt, “which
amounts to a taxpayer subsidy.” It
was just 10 days until the govern-
ment’s deadline to reach agree-
ments with the UAW, Fiat and lend-
ers if Chrysler was to get more gov-
ernment money.

After receiving one more bank
counteroffer, the Treasury on
April 28 offered what it had
planned all along, to buy out the
lenders for $2 billion. The only
sweetener was that it would be in
cash, meaning the lenders didn’t
have to wait for a reorganized
Chrysler-Fiat to pay it.

Mr. Rattner called Mr. Lee: “It’s
$2 billion, take it or leave it.”

The big banks quickly agreed to
take the deal—equal to 29 cents on
the dollar. Though that offered a
profit to a few firms that bought
debt as low as 15 cents on the dollar,
most of the lenders had paid 50
cents to 70 cents, and the banks 100
cents. News that the big banks were
accepting the offer leaked even be-
fore they had told the smaller lend-
ers. “To say the least, we were
floored,” says one.

Mr. Lee was nonetheless intent
on winning 100% approval from
debtholders, to give the govern-
ment the option of avoiding a
Chrysler bankruptcy filing. He
asked the Treasury to raise its offer
by $250 million, which it grudgingly
agreed to do if the lenders answered
within 90 minutes. After a flurry of
last-minute calls, about 20 firms,
mostly small hedge funds, voted no.

At noon the next day, April 30,
President Obama announced that
Chrysler would file for bankruptcy.
He blamed “speculators” who had
turned down the administration’s
$2 billion offer for their $6.9 billion
of debt. A lawyer for holdout firms,
Tom Lauria, accused the White
House the next day of threatening to
destroy the reputation of Perella
Weinberg. The White House denied
exerting pressure on it.

Mr. Lauria’s clients took their
fight into bankruptcy court last
week, imperiling the administra-
tion’s plan to guide Chrysler into and
out of court swiftly. But on Friday,
the holdouts abandoned the fight as
too costly, financially and politically.

“The overarching sense of politi-
cal pressure,” Mr. Lauria said, “re-
mained out there till the end.”

Continued from first page

Investors embrace emerging markets, and bankers worry

Tough U.S. stance in Chrysler bailout shakes bankruptcy world

By Jonathan Weisman

WASHINGTON—U.S. President
Barack Obama will deliver a much-
anticipated speech to the Muslim
world on June 4 in Egypt, choos-
ing a close U.S. ally to extend an ol-
ive branch after years of suspicion
and anger on both sides.

In a departure from recent pres-
idential trips, Mr. Obama isn’t
planning to visit Israel while in the
region. On June 5, he will tour the
Buchenwald concentration camp
in Germany, which was liberated
by the Army unit of his great-un-
cle, Charlie Payne, in April 1945.
Mr. Obama will then attend cere-

monies in Normandy commemo-
rating D-Day.

Before he was inaugurated, Mr.
Obama had promised to deliver a
major speech in a Muslim capital
in his first 100 days in office. In
April, he told the Turkish Parlia-
ment that the U.S. “is not, and will
never be, at war with Islam.”
White House aides said the Turkey
speech wasn’t the set-piece
speech on the future of U.S. rela-
tions with Islam.

The Egypt speech “will be a ter-
rific opportunity for the president
to address and discuss our rela-
tionship with the Muslim world,”
White House press secretary Rob-
ert Gibbs said Friday.

FROM PAGE ONE

huge holes in the balance sheets of
companies like pulp maker Aracruz
Celulose SA. The company’s market
value lost $2 billion when the cur-
rency crashed. Now Brazilian
stocks are the world’s second-best
performer after Russia, according
to MSCI Barra. Aracruz’s American
depository shares have almost dou-
bled since April 8.

Investors, who had hoarded cash
as markets around the world
plunged, are now more willing to
put some of that money back into
stocks.

An index showing the U.S. dollar
against a basket of currencies fell
1.7% to 82.46 Friday and is down
7.5% since March 5. The dollar
traded Friday at a seven-week low
against the euro at $1.3628.

Investors appear to be trying to
get in early on a long-term bet:
Emerging-market economies will
get back into their grooves long be-
fore the U.S. or Europe shake off the
global crisis.

“Several emerging economies
entered the crisis with better initial
conditions and, as such, will likely
maintain a better economic per-

formance than most industrial
countries going forward,” says Mo-
hamed El-Erian of Pacific Invest-
ment Management Co., operator of
the world’s biggest bond fund.

While most of Eastern Europe
struggles to recover from an eco-
nomic slump, Russian stocks have
come back 45% this year thanks to
rising energy and metals prices. In-
vestors have plowed $376 million
into mutual funds that invest in Rus-
sia this year, according to Bank of
America Merrill Lynch.

Economists see the return in
commodity prices as an early sign

that economies such as China’s are
beginning to hum again. Crude-oil
futures prices rose 10% to a six-
month high of $58.63 a barrel,
while natural gas jumped 21% last
week.

Uri Landesman, head of interna-
tional equities at ING Investment
Management, bought stocks in Rus-
sia and Brazil last week. His fund
has the largest proportion in emerg-
ing markets ever, around 30%.

“I think it’s an awareness of
where the growth stories are com-
ing from,” says Jonathan Auerbach,
managing director at international

brokerage Auerbach Grayson.
“We’re about 12 months away from
a genuine return to global growth,
and it’s going to be driven by the
emerging markets. His firm this
week has traded in more than 50 dif-
ferent markets, while a more-typi-
cal weekly number is 25 to 30.

Mr. Auerbach said he doesn’t ex-
pect a big pullback in emerging mar-
kets, because they began to rally
from a much lower point than U.S.
markets did. “While they’ve had big
moves, there’s still a lot to go.”

 —Annalena Lobb contributed to
this article.
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Repsol to reveal gas find off Brazil’s coast
Field promises boost
for Spanish laggard
but could take years

LEADING THE NEWS

By Bernd Radowitz

MADRID—Repsol YPF SA’s luck
may be turning as promising new
Brazilian oil and gas discoveries
point to rising future output. But
the new offshore developments
could pose financing challenges
since the output from the new fields
is still years away.

The Spain-based oil company
has been eclipsed by European ri-
vals in recent years as its produc-
tion from Argentina has declined.
Falling oil prices, meanwhile, have
contributed to plunging share
prices and profits. The new discover-
ies could help the company, which
makes much of its profit from refin-
ing in Europe, boost the develop-
ment of its crude reserves and both
stabilize and build earnings.

Repsol on Friday posted a 57%
drop in first-quarter net profit, hit
by losses in oil inventories, lower hy-
drocarbons production and plung-
ing oil prices. Net profit declined to
Œ516 million ($690.6 million) from
Œ1.21 billion a year earlier. The year-
earlier results were lifted by inven-
tory gains.

Monday, Repsol is scheduled to
announce a promising new gas find
in Brazil’s prolific Santos Basin off
the southeast coast, its third Brazil-
ian discovery this year. Preliminary
test flows at the find, called Panora-
mix, are big enough to ensure com-
mercial viability, Nemesio Fernán-
dez Cuesta, Repsol’s exploration
and production director said in an
interview.

Repsol, with a 40% stake in the
block, operates the portion near the
coast of São Paulo that contains the
discovery. Brazil’s state-run oil
firm, Petróleo Brasileiro SA, holds a
35% stake in the block, mining giant
Cia. Vale do Rio Doce SA owns 12.5%
and Australian oil company Wood-
side Petroleum Ltd. holds 12.5%.

Big oil companies world-wide
are keen to shore up their reserves
because discoveries have become
scarce, and hydrocarbons are get-
ting increasingly difficult to ex-
tract. For Repsol new finds are vital
for ensuring that it can maintain
production.

Repsol’s production has de-
clined for years as its fields in Ar-
gentina matured and because of
contractual changes in Venezuela,
Bolivia and Ecuador. The combined
oil and gas output at Repsol in the
first quarter fell 4.9% from a year
earlier to 918,000 barrels of oil
equivalent a day.

The performance of Repsol’s re-
fining unit partly offset the decline
in downstream production, but
that is unlikely to continue, as refin-
ing margins have collapsed. Refin-
ing margins in the second quarter
have plunged to around $2 a barrel,
down from $8.2 a barrel in the sec-
ond quarter of last year, said Banco
Español de Crédito SA analyst Rob-
ert Jackson.

Access to Brazilian exploration
is a key driver of future production,
some analysts say, and Mr. Fernán-
dez said Repsol is pinning expecta-
tions for its future output growth in
great part on its own Brazilian finds.
Hydrocarbons from the new fields
will start generating cash in 2013 or
2014, he said.

The new Brazilian discoveries

require “much effort and high in-
vestments,” Mr. Fernández ac-
knowledged.

The recent finds in Brazil could
well double Repsol’s oil reserves.
ING Groep NV estimates Repsol’s

share of recoverable reserves in
the discovery as 333 million bar-
rels of oil equivalent. Adding that
to Repsol’s other recent Brazilian
discoveries, the finds, all of them in
the Santos Basin, could add up to
2.2 billion in reserves. At the end of
last year, the company estimated it
had reserves of 2.2 billion barrels
of oil equivalent.

Repsol plans to drill an appraisal
well at Panoramix, probably later
this year, before announcing a re-
serve estimate there.

The biggest of Repsol’s recent
discoveries lies in a block in Brazil’s
promising subsalt oil region. Oil
found there lies further off Brazil’s
shore, at water depth of about 2,000
meters, and several thousand
meters further below a layer of salt,
rock and sand.

The block, in which Repsol holds
a 25% stake, holds the so-called

Guara and Carioca discoveries. Mr.
Fernandez estimates it holds as
much as six billion barrels of oil
equivalent, though the company has
made no official estimates.

That would make it one of the
largest discoveries in recent years,
though topped by the Tupi discov-
ery by Petrobras, BG Group PLC and
Galp Energia, which Petrobras in
2007 said is likely hold as much as 8
billion barrels of oil equivalent in re-
coverable reserves.

“Everyone is aware of how trans-
formational Brazil could be for the
company, but production may still
be years away,” ING analyst Jason
Kenney said.

Mr. Fernández said output is
likely to start from one of the early
finds in the block of the Carioca and
Guara discoveries in 2013 or 2014,
and Repsol’s initial share will be
about 50,000 barrels a day.

In the tank
Repsol’s net profit/loss, 
in millions

Source: the company
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Meet Norah.
Meet Dubai.

The sport of a million steps starts with the gallop of four. Riding

since the age of seven, Norah competes in the gruelling endurance

desert races of Dubai. Races where the treasured bond between

man and horse, now has room for a woman.

emirates.com

Norah Ali Alyusuf is a Dubai-based desert endurance racer.
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Richmond Va.

D
I E H A R D FA N S o f
Chrysler’s Corp.’s once-
mighty Dodge racing cars
were in a bad mood. Most
of the Dodges on the track

last Saturday night at the Interna-
tional Raceway here were in the back
of the pack, with 100,000 fans strain-
ing for a view of the action.

In the stands, Mopar Maniacs—as
the faithful to Chrysler’s Motor Parts
division have long called themselves—
were still groaning at the news: The
auto maker was filing for
bankruptcy protection and
would soon likely be taken
over by Italy’s Fiat SpA and
the United Auto Workers.

“I’m a Dodge man,” said
Corey Nicholson, a 21-year-
old offensive lineman on the
football team at the Univer-
sity of Delaware. “It’s de-
pressing.”

The fall of Chrysler LLC is
another humbling blow to
the National Association for
Stock Car Auto Racing. In the 1960s
and ’70s, the legendary Richard Petty
mostly drove Chrysler cars—Dodges
and Plymouths—emblazoned with
his signature #43 to become the all-
time winningest driver in the history
of the sport.

“You hate to see something that’s
such a part of American life go away,”
said Mr. Petty, 71 years old, who

watched Saturday as the four Dodge
cars raced by Richard Petty Motor-
sports finished poorly. They were rac-
ing inan event called Crown Royal Pre-
sents the Russ Friedman 400, a
400-lap race around the 1.2-kilometer
track.

Mr. Petty’s outfit is one of a hand-
ful of Nascar teams that regularly run
Dodges and rely on Chrysler for spon-
sorship—though Chrysler had al-
ready cut its racing budget by 30%
this year. Chrysler’s brand marketing
and strategy chief tried recently to re-

assure the faithful, saying
that the company will con-
tinue its Nascar relationship
“into the foreseeable fu-
ture.”

Thecompany’sproblems—
and the plight generally of
the U.S. auto makers—is just
the latest setback for a once
red-hot sports phenome-
non.

For more than a decade,
Nascar expanded vora-
ciously. The sport’s govern-

ing body allowed races to be moved
from such venues as North Wilkes-
boro and Rockingham, N.C., small
towns tied to the sport’s moonshine-
running roots, to megastadiums in
fast-growing places including Las Ve-
gas and Fontana, Calif. Mr. Petty—
known for his trademark plumed cow-
boy hats and dark sunglasses, is
called “the King” by nearly everyone

at racing tracks. He remained a hero
as he ran a perennially popular
Chrysler-backed team that included
his son Kyle, now 48, as a driver.

Billion-dollar TV contracts
brought Nascar to fans nationwide.
The sport moved some of its races
from the traditional Sunday after-
church time slot to prime-time Satur-
day night to attract advertisers. Older
tracks expanded. Richmond nearly
doubled its capacity, to 112,000 seats
from 58,000. There was talk that
Nascar might supplant football as the
most popular professional TV sport
in the U.S.

Not anymore. Nascar television
viewership fell to an average of 6.83
million viewers last year, off 18% from
its peak in 2005 of 8.35 million, ac-
cording to the Nielsen Co. Nascar
ticket sales are down by as much as
20% at some races, with gaping
blocks of empty seats at tracks in At-
lanta, Fontana, and even the hard-
core racing town of Talladega, Ala.
The Texas Motor Speedway has taken
out 21,000 seats, 13% of its 159,000
seat capacity, to make room for recre-
ational-vehicle parking. Nascar
teams and tracks have laid off more
than 800 employees in the past year.

Of course, Nascar is not alone, as
the weak economy has hurt atten-
dance and sponsorships in most
other big-league sports. And Nascar
said its races still attract big audi-
ences. Sunday afternoon broadcasts

still routinely draw higher share rat-
ings than many prime-time shows.

The Kobalt Tools 500 in March, at
Atlanta Motor Speedway, had empty
seats. Still, 94,000 people attended.
“They were calling it a disappoint-
ment, but there were still 94,000 peo-
ple,” said Andrew Giangola, Nascar’s
director of business communications.
“That’s more than the Superbowl.”
Mr Giangola said he expects fans to at-
tend more races as the economy im-
proves.

But one thing is certain: The sport
has slowed down. Many longtime
fans say that’s because Nascar has
wandered too far from its roots, when
the races were run by stock cars—ve-
hicles assembled from the American-
made muscle cars in dealers’ show-
rooms, with add-ons available from
any auto-parts store.

When Richard Petty roared across
the finish line, fans could imagine it
was their own Plymouth out on the
track. Chrysler—or some other auto
maker—would run ads touting their
victories. Car dealers called the ar-
rangement “win on Sunday, sell on
Monday.”

Butas Nascar reshaped itself to ap-
peal to a broader base of fans and
sponsors in recent years, the sport
drifted far from U.S. auto makers and
backyard mechanics. The Big Three
now are among about 400 sponsors,
from BB&T Corp., a U.S. bank, to Activ-
ision Blizzard Inc.’s Guitar Hero video-
game.

Some red-meat Nascar fans were
mortified in 2007 when Toyota Mo-
tor Co. (pronounced Tie-yoda by Mr.
Petty and many other Nascar aficiona-
dos) entered the sport and quickly
emerged as a dominant brand—win-
ning 10 races last year compared with
four for Dodge.

“It was hard seeing Toyota get
into it,” said Steve Gormley, a 47-year-
old telecommunications engineer
from Mechanicsville, northeast of
Richmond. “Well, good for them, bad
for us.”

When 24-year-old driver Kyle
Busch grabbed the checkered flag and
rolled to Gatorade’s Victory Lane in
Richmond on Saturday, his most
prominent sponsor was Combos—a
cheese-filled Mars Inc. snack food.

Mr. Busch was driving a Toyota
Camry—or at least that’s what it was
called. Nascar, which is a privately
controlled enterprise owned by the
same family for three generations, ir-
ritated legions of fans with new rules
last season that standardized the
body types of all race cars. Since then,

all vehicles in a Nascar race have the
same boxy body style, with a futuris-
tic back wing and a road-hugging
shelf-like splitter in the front. Mr.
Busch’s car looked just like the other
42 except for colors, his number and a
few details like fake headlamps simi-
lar to a real Camry’s.

The uniformity was meant to fo-
cus competition on the skills of the
driver. An unintended result has been
cars so similar in speed that fans
gripe that they bunch up like taxis cir-
cling the airport—no passing, no
thrills. Nascar counters that the com-
petition is even keener now that cars
are alike, with narrower margins of
victory and about the same number of
lead changes as there were 10 years
ago.

Chrysler's stock-car cachet began
waning long ago. The company
stopped sponsoring cars for a time in
the 1980s and ’90s, after Mr. Petty's
glory era. By the time it got back into
Nascar, the company already was
owned by foreigners: German auto gi-
ant Daimler AG.

The Petty family racing team—
started by Mr. Petty’s father, Lee, in
1949—remains hugely popular with
fans but has been a perennial poorper-
former for years. Faced with mount-
ing financial troubles, Mr. Petty sold a
majority stake to outside investors
last June. He still advises the team
and attends every race, but his son
Kyle was dropped from the team by
the new owners. The younger Mr.
Petty now works as a racing broad-
caster.

Mr. Petty is circumspect about
Nascar’s fortunes and the woes of De-
troit. Sitting in his plush trailer at the
track last week, he noted that his per-
sonal 300 Chrysler sedan was assem-
bled in Canada, with an engine built in
Mexico.
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Dispatch / By Valerie Bauerlein

Nascar ticket sales
and TV viewership
have fallen in the past
few years.

Wrong track: Nascar feels Chrysler’s pain

Richard Petty

WSJ.com

ON OTHER FRONTS

David Stremme’s Penske Dodge in a practice Friday in Darlington, S.C. Chrysler
says it hopes to maintain its presence in Nascar races despite its bankruptcy filing.

Online today
See a video about Nascar newcomer
A.J. Allmendinger’s efforts to stay on

track in the economic downturn,
at WSJ.com/Video
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EU to fine Intel for antitrust violations

Seeking readers with a ‘sorry’
Evening Standard, touting redesign, apologizes for past coverage, promises to do better

Advertisements for the Evening Standard newspaper, touting a redesign, apologize for ‘losing touch’ or ‘being complacent,’
while others promise ‘to listen’ and ‘to surprise you.’ Above, an ad in a subway station in London

Verizon Wireless nears deal to sell assets to AT&T

By Brian Blackstone

U.S. inflation figures for April
are expected to show that consumer
prices were, on average, below their
year-ago levels for a second straight
month.

But that doesn’t mean the econ-
omy faces the grim prospect of defla-
tion. Rather, data on producer and
consumer prices at the end of the
week should signal very low underly-
ing inflation with only a remote
chance of the kind of sustained price
drops that plagued Japan earlier
this decade.

The producer-price index, set for
release Thursday, is expected by
economists to have risen 0.3% over-
all from March and 0.2% when vola-
tile food and energy prices are ex-
cluded, according to a Dow Jones
Newswires survey.

Producer prices slid 1.2% in
March on falling energy prices,
while the core index was flat.

Meanwhile, the consumer-price
index, due Friday, is expected to
show no change from the prior
month and a modest 0.2% rise in the
core index. That would be the fourth
straight core CPI rise of that size.

On an annual basis, the CPI
should fall further into the red. In

March, the CPI was down 0.4% from
the previous year, the first annual
decline since 1955.

And because of what economists
call “base effects”—in this case big
price increases the previous year
that tend to damp annual rates in
the current one—headline CPI de-
clines could deepen to as much as
2% by the summer.

In contrast, Federal Reserve offi-
cials have signaled in recent weeks
that they would like to see price
growth of about 2% annually to
maintain a healthy economy.

But officials are unlikely to be
spooked by another CPI decline on
an annual basis. In fact, as those
now-favorable base effects go in the
opposite direction this fall, inflation
rates should climb higher again.

April data should also show
more clearly the effect the recession
is having on prices than in previous
months, especially during 2008,
when volatile energy prices led to
big swings in inflation. “We’re out of
that period where energy was such
an important point, and you are re-
ally focused more on economic
slack,” said Abiel Reinhart, econo-
mist at J.P. Morgan Chase & Co.

April employment data high-
lighted the damping effect the eco-
nomic downturn is having on infla-
tion. The unemployment rate
jumped 0.4 percentage point to 8.9%
last month, while average hourly
wages crept only one penny higher.
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By Peppi Kiviniemi

BRUSSELS—The European Com-
mission on Wednesday will fine the
world’s biggest computer-chip
maker, Intel Corp., for breaking Eu-
ropean antitrust rules, people famil-
iar with the matter said Friday.

The commission, the executive
arm of the European Union, will also
tell Intel to make changes to the way
it provides rebates to computer mak-
ers, the people said.

Commission officials spent most
of Friday discussing the Intel fine
with national competition authori-
ties, which according to EU proce-

dure alsohavea say onthe matter, the
people familiar with the case said.

They added that once all the
stakeholders have had their say on
the fine, the final document will be
presented to the college of commis-
sioners Wednesday, which is then
likely to adopt it.

An Intel spokesman declined to
comment, except to say that word of
the pending decision amounts to ru-
mors and speculation.

A commission spokesman de-
clined to comment.

Intel’s trouble with the commis-
sion dates from 2000, when chip-
maker Advanced Micro Devices

Inc., of Sunnyvale, Calif., filed a com-
plaint saying Intel was blocking its
access to the market. In 2007, the EU
sent preliminary charges to Intel, al-
leging Intel kept AMD out of the mi-
croprocessor market by paying com-
puter makers rebates to keep their
usage of AMD chips down and by sell-
ing chips below cost to thwart AMD
from swooping on key accounts.
Last year, the EU added more
charges, alleging Intel paid a major
retailer to keep computers that use
AMD chips off its shelves.

The commission’s decision set
for Wednesday is said to be ex-
tremely complex and lengthy, in or-

der to safeguard antitrust enforcer
against any possible legal chal-
lenges from Intel, which is likely fac-
ing one of the highest fines in Eu-
rope’s antitrust history, according
to Brussels-based lawyers.

EU competition commissioner
Neelie Kroes can, under commission’s
rules,fineIntelasmuchas10%ofitsan-
nual revenue, which in 2008 was al-
most $38 billion. Last year, the com-
mission issued a record $1.16 billion
fine against Microsoft Corp. for non-
compliance in the EU’s long-running
antitrustfightwiththesoftwaregiant.

 —Charles Forelle contributed to
this article.

By Aaron O. Patrick

LONDON—As newspapers
around the world frantically search
for ways to keep readers, one British
newspaper is trying an unusual tac-
tic: apologizing for its past coverage.

The Evening Standard, the only
paid-for daily paper circulated
solely in London, last week
launched a billboard ad campaign
around the city, including one that
says, “Sorry for being negative.”
Other ads apologize for “losing
touch,” “being predictable,” and “be-
ing complacent.”

The campaign comes amid a
makeover of the 181-year-old paper
by its new owner, Russian business
tycoon and former KGB agent Alex-
ander Lebedev. Since purchasing a
controlling stake in the paper for a
nominal sum two months ago, Mr.
Lebedev has toned down the paper’s
conservative-leaning ways in the
hopes of attracting a broader reader-
ship. He is also launching a redesign
that will appear for the first time
Monday.

The Evening Standard held focus
groups and found that younger read-
ers perceive it as right-wing and pre-
occupied with issues such as crime,
according to a person familiar with
the matter. The paper’s research
also found some readers were un-
comfortable with its harshly critical
coverage of London’s last mayor, the
left-wing Ken Livingstone, the per-
son said.

The Evening Standard faces an
uphill battle to boost readership.
Published in the afternoon with a
newsstand price of 50 pence, or
about 75 cents, it must compete
with two free tabloids that are
handed out at train stations and bus
stops. Over the past two months, the
paper’s circulation has fallen 5% to
263,312, according to figures from
Britain’s Audit Bureau of Circula-
tions published Friday.

Partisanship is common among
British newspapers, and seldom or
never apologized for. Before Mr. Leb-
edev took over, the Evening Stan-
dard belonged to the Daily Mail &
General Trust, a big British pub-
lisher known for pushing a conserva-
tive political agenda through some
of its newspapers.

The Daily Mail group still owns
24.9% of the Evening Standard but
doesn’t have any management con-
trol, according to a Daily Mail
spokesman. The spokesman de-
clined to comment on the ad cam-
paign.

The campaign, designed by Inter-
public’s McCann Erickson agency,

was designed to evoke an element of
mystery: The ads, which appeared
last week, didn’t include the paper’s
name, but were written in the same
font as the Evening Standard mast-
head and included its logo, an illus-
tration of the Eros statue that
stands in London’s Piccadilly Circus.

A second stage of the campaign
begins Monday. A new set of ads will
appear telling readers what they
can expect from the paper, a spokes-
woman said, including “We promise
to listen,” and “We promise to sur-
prise you.” The newspaper will give
away 650,000 copies across London—
close to three times its normal daily
circulation.

Mr. Lebedev is also spending on
writers. Tom Wolfe, V.S. Naipaul and
Tom Stoppard have agreed to con-
tribute articles, the paper said Fri-
day. “We want to reconnect with the
greatest city in the world,” Editor
Geordie Greig said in a statement.

Jim Armitage, an editor at the pa-
per, says feelings among the
Evening Standard’s journalists
about the campaign fall into two
broad categories: younger staff be-
lieve it will be positive for the pa-
per’s image, while older journalists,
including some senior editors, are
uneasy that the paper is repudiating
its past work.

By Amol Sharma

Verizon Wireless is nearing an
agreement to sell pieces of Alltel
Corp. to rival AT&T Inc. in a deal val-
ued at about $2.5 billion, people fa-
miliar with the matter said.

Verizon Wireless, a joint venture
of Verizon Communications Inc.
and Vodafone Group PLC, was re-

quired by regulators to divest itself
of some Alltel assets after it ac-
quired the wireless carrier early this
year in a $28.1 billion transaction.

The assets being sold include 2.1
million wireless subscribers in 22
states, as well as radio spectrum and
other assets necessary to run the
businesses in those markets.

AT&T will likely end up with a sub-

stantial share of the 24 market “clus-
ters” being divested, the people said.

AT&T is expected to pay cash,
but the total valuation could also fac-
tor in some swapping of wireless
markets with Verizon, a person fa-
miliar with the situation said.

Verizon added 13.2 million sub-
scribers from the Alltel deal and re-
ported a total customer base of 86.6

million at the end of the first quar-
ter, making it the largest U.S. wire-
less carrier.

The company expects about
$1 billion in savings this year as it in-
tegrates Alltel.

If it completes the AT&T transac-
tion, Verizon would still have to
shed some other Alltel assets, the
people familiar with the matter said.

U.S. price data
likely to show
little inflation

Dusan Petricic
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Prizes: innovation or stealth advertising?
Rewards multiply,
but some say they
don’t solve problems

By Robert Lee Hotz

Are we impatient with NASA?
Google offers $30 million in prizes
for a better lunar lander. Do we like
solving practical puzzles?
InnoCentive Inc. has posted hun-
dreds of lucrative research contests,
offering cash prizes up to $1 million
for problems in industrial chemis-
try, remote sensing, plant genetics

and dozens of
other technical dis-
ciplines. Perhaps
we crave guilt-free
fried chicken. The

People for the Ethical Treatment of
Animals offers a $1 million prize for
the first to create test-tube poultry
tissue that can be safely served for
dinner.

Call it crowd-sourcing; call it
open innovation; call it behavioral
economics and applied psychology;
it’s a prescription for progress that
is transforming philanthropy. In
fields from manned spaceflight to
the genetics of aging, prizes may
soon rival traditional research
grants as a spur to innovation. “We
see a renaissance in the use of prizes
to solve problems,” says Tony Go-
land, a partner at McKinsey & Co.
which recently analyzed trends in
prize philanthropy.

Critics, though, dismiss the new-
est trend in prize-giving as a form of
advertising that masquerades as
public service—and a clever ploy to
attract top research talent at a dis-
count.

Since 2000, private foundations
and corporations have launched
more than 60 major prizes, totaling
$250 million in new award money,
most of it focused on science, medi-
cine, environment and technology,
the McKinsey study found.

“There certainly are many, many
more prizes now than a decade ago,”
says Daniel Socolow, director of the
MacArthur Foundation’s Fellows
Program, which every year awards
$500,000 “genius” grants to about
two dozen promising people in the
arts, sciences and humanities.

All told, more than 30,000 signifi-
cant prizes are awarded annually,
collectively worth $1 billion dollars.

The prize economy has rarely been
more rewarding. The total value of
purses from the 219 largest prizes
has tripled in the past 10 years, the
McKinsey analysts reported.

Moreover, three-quarters of the
new prize money is for awards de-
signed to solve specific problems,
whether it is a knotty question of
protein chemistry leading to an
AIDS vaccine, as in the $150,000 In-
ternational AIDS Vaccine Initiative
Challenge or for a more reliable way
to weld plastic pipe, as in InnoCen-
tive’s $100,000 Challenge
#8244892.

For private philanthropists, it’s a
way to use charitable giving to force
a breakthrough. The Virgin Earth
Challenge, for example, promises

$25 million to the first among us who
can cheaply remove a billion tons of
greenhouse gases from the air every
year. The Prize4Life contest offers
up to $8.5 million for breakthroughs
leading to a treatment for Amyo-
trophic Lateral Sclerosis.

In growing numbers, corporate
sponsors are embracing the prize
challenge as a safe, inexpensive way
to farm out product research, at a
time when tight credit and business
cutbacks have slowed innovation.
Venture-capital investments have
dropped by almost half since last
year, reaching the lowest level since
1997, the National Venture Capital As-
sociation recently reported. “Here is
a mechanism for off-balance-sheet
risk-taking,” says Peter Diamandis,
founder of the X Prize Foundation. “A
corporation can put up a prize that is

bold and audacious with very little
downside. You pay only the winner. It
is a fixed-price innovation.”

Netflix, for example, now offers a
$1 million prize to the person who
measurably improves its computer-
ized movie recommendations. At
least 34,000 people are competing.
WellPoint Inc. is organizing a $10
million prize for a better health-
care system.

Spending about $150 billion on re-
search and development this year,
the federal government dwarfs such
efforts. It underwrites most basic sci-
ence through competitive grants and
other more traditional funding chan-
nels. The National Academy of Sci-
ences, though, is urging the federal re-
search agencies to endow incentive

prizes of up to $30 million each. Con-
gress has toyed with the idea too.

By itself, prize money isn’t
enough, though; nor is imagination
or ambition. “There is an art and a
science to designing a prize,” says
Dr. Diamandis. Ineffective organiza-
tion or a poorly conceived goal can
undermine good intentions.

Consider the fate of the largest
research incentive prize in recent
memory. With considerable fanfare
in 2004, Las Vegas-based Bigelow
Aerospace announced the $50 mil-
lion America Space Prize, to foster
private U.S. manned space flight. It
quietly folded recently after it failed
to attract enough contestants.

Earlier this year, the Gotham Can-
cer Prize Foundation suspended its
annual $1 million cancer prize,
which sought to foster innovative

ideas for cancer treatment, after
awarding it only once. “The project
wasn’t working the way we had
hoped and we only wanted to con-
tinue funding an effort that was go-
ing to be effective and have a big im-
pact,” said Gary Curhan at the Har-
vard School of Public Health, who
helps administer it. They hope to re-
sume it next year.

Done properly, though, a presti-
gious award like the Nobel Prize can
transform an unassuming scientist
into intellectual royalty with a fairy-
princess kiss of publicity and cash.
“Awards shine a light on areas of re-
search,” says Maria Freire, presi-
dent of the Lasker Foundation,
which has given annual awards for
basic and clinical medical research

discoveries since 1946. Last year,
each of its prizes included a
$300,000 honorarium.

New fields are generating new
prizes. Last year, the Kavli Founda-
tion endowed three $1 million
prizes to recognize basic discover-
ies in astrophysics, neuroscience
and nanoscience. The first Kavli
awards highlighted insights into
quasars, quantum dots and embry-
onic neurons.

Awards also can warp what they
honor, skewing personal and profes-
sional priorities, says sociologist
Joel Best at the University of Dela-
ware. In a broader sense, awards
help shape the public’s perception
of science. For better or worse, they
affect the conduct of science itself,
by prizing some efforts at the ex-
pense of others.

“I hate these inducement prizes
and their language of social bene-
fit,” says University of Pennsylvania
prize scholar James F. English, au-
thor of “The Economy of Prestige:
Prizes, Awards and The Circulation
of Cultural Value.” “It’s a cover for
what they are really about, which is
getting attention. I don’t think that
kind of small-scale frantic prize-
chasing investment is the best way
for us to solve big problems.”

All in all, those who prize renown
are engaged in a quest for recogni-
tion that has not changed very much
since Achilles and Beowulf sought a
warrior’s lasting fame. Reputation
is still the ultimate prize in modern
intellectual combat.

In the Grove Street Cemetery at

Yale University, the competition for
prestige has a life after death.
There, two chemistry professors—
John Kirkwood and Lars Onsager—
are buried side by side. The tomb-
stones of these former colleagues
vie for academic superiority.

Dr. Kirkwood’s tall grave marker
attests to a lifetime of accomplish-
ment with a list of a dozen awards,
appointments, medals, degrees and
titles. Dr. Onsager’s more modest
monument, erected 17 years later,
notes his name, birth, marriage, and
death. It summarizes his life in two
words: “Nobel Laureate.”

That’s followed by an asterisk
that draws the visitor’s attention to
the lower right hand corner of the
grave stone.

There, the chiseled footnote
reads: “*Etc.”

Site offers new ways to buy classical music online

Ansari X Prize (1995)
Private, crewed reusable 
spacecraft
$10 million prize
Winner: SpaceShipOne 
(2004)

People for The Ethical Treatment of 
Animals In Vitro Meat Prize (2009)
Find a way to produce chicken meat 
without killing animals
$1 million
Winners: none so far
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British 
Longitude Prize 
(1714) 
£100,000 prize 
Determine a 
ship’s longitude
Winners: 
John Harrison 
and nine others

The Northrop 
Grumman Lunar Lander 
Challenge (2008)
A new generation of 
Lunar Landers capable 
of ferrying payloads or 
humans back and forth 
between lunar orbit and 
the Moon
$2 million prize
Winner: Armadillo 
Aerospace (Level 1)

Methuselah 
Mouse Prize
(2003)
Extend longevity 
or slow aging of 
mice
$4.5 million fund 
prize
Winner: multiple 
winners
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By John Jurgensen

Technology entrepreneur Pierre
Schwob thinks Bach and Beethoven
haven’t been given their due in the
digital age.

Classical Archives, a new digital
store focused exclusively on classi-
cal music, is Mr. Schwob’s answer to
mass-market digital retailers with
“a complete lack of understanding
of how classical music should be of-
fered,” down to the way they often
categorize recordings. “It’s basi-
cally a lack of respect when you say
Bach is an ‘artist,’ not a composer,”
Mr. Schwob says.

For example, when online shop-
pers type “Beethoven” into iTunes,
the top results they get back include
a rock medley by the Trans-Siberian

Orchestra, an uncredited recording
of “Für Elise” and individual move-
ments culled from greatest hits col-
lections. It’s not that the music
seller is skimping on the composer—
customers can find complete works
by browsing deeper in the iTunes
classical section—it’s just that his
oeuvre doesn’t fit neatly on the vir-
tual shelves with that of Miley Cyrus
and the Black Eyed Peas.

An Apple spokesman said that
the setup of iTunes encourages
browsing across genres, and that
the store has bolstered its classical
service by adding new features,
such as a “power search” that allows
shoppers to hone in on composers.

Classical music came late to the
digital-music revolution, but the
genre is poised to play catch-up as a

crop of specialty music sellers jockey
to meet the demands of core listen-
ers. With a test version already on-
line, Classical Archives officially
opens May 19. ArkivMusic, a popular
online store that based its business
model on classical fans’ loyalty to
CDs, began offering downloads last
January. Naxos, a record label and re-
tailer that spearheaded the genre’s
digital push, is preparing to roll out
“lossless” downloads, a format with
audio quality some experts say is on
par with CDs. And Passionato, a digi-
tal store that made its debut last fall
in the U.K., is trying to secure funding
for a U.S. launch this year, according
to founder James Glicker.

The industry needs such ven-
tures. “The bread and butter of what
we do has really been lost in the de-

cline of those great physical record
stores,” says Chris Roberts, presi-
dent of classics and jazz for Univer-
sal Music Group International.

Mr. Schwob, a businessman who
is largely unknown in the insular
world of orchestras and operas, has
put some $4 million of his own
money into the launch of Classical
Archives, which is a new version of a
site Mr. Schwob founded 15 years
ago. His site’s selling points: an em-
phasis on high-quality audio and a
browsing system designed by musi-
cologists to satisfy aficionados and
novices alike.

There’s no guarantee, however,
that classical fans will flock to digital
stores online. “Just because we’re
available digitally doesn’t mean
we’ve created demand,” says Eric

Dingman, president of EMI Classics.
In recent years, the genre’s an-

nual sales have hovered below 3% of
all recorded music, according to the
Recording Industry Association of
America. That means a digital-only
classical store limits itself to “a slice
of a slice” of the music business,
says Eric Feidner, president of Arkiv-
Music.

Anyone jumping into the digital
music business has to reckon with
the dominance of iTunes, which
sells approximately 80% of all legal
music downloads. But Classical Ar-
chives, with a staff of just 20 people
and no advertising campaign to
speak of, hopes to corner the digital
market for classical. “We’re happy
to leave rock and pop to iTunes,” Mr.
Schwob says.
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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.

3.29% 11 World -a % % 182.11 2.08%–36.7% 4.81% 11 U.S. Select Dividend -b % % 531.21 2.95%–32.8%

2.38% 12 Global Dow 1124.40 1.08% –31.0% 1610.27 1.61% –39.7% 4.70% 15 Infrastructure 1228.20 0.50% –26.4% 1578.96 1.02% –35.7%

3.58% 20 Stoxx 600 209.50 1.56% –35.5% 211.00 2.09% –43.6% 2.21% 7 Luxury 725.00 1.65% –25.0% 828.76 2.18% –34.5%

3.74% 16 Stoxx Large 200 224.40 1.63% –35.6% 224.73 2.17% –43.8% 1.68% 9 BRIC 50 335.40 0.86% –32.4% 431.20 1.39% –40.9%

2.76% -24 Stoxx Mid 200 194.00 1.37% –34.3% 194.26 1.91% –42.6% 4.95% 12 Africa 50 653.60 2.03% –41.8% 559.37 2.57% –49.2%

2.97% 21 Stoxx Small 200 122.10 0.89% –34.9% 122.22 1.42% –43.1% 4.18% 6 GCC % % 1255.91 0.04% –57.3%

3.56% 16 Euro Stoxx 230.00 2.01% –37.2% 231.63 2.54% –45.1% 5.19% 10 Sustainability 696.60 1.29% –30.6% 793.03 1.82% –39.3%

3.68% 13 Euro Stoxx Large 200 244.50 2.08% –37.5% 244.68 2.62% –45.4% 2.73% 11 Islamic Market -a % % 1570.34 1.45% –33.4%

2.96% -17 Euro Stoxx Mid 200 218.50 1.99% –35.6% 218.65 2.53% –43.7% 3.05% 11 Islamic Market 100 1492.00 0.65% –20.4% 1721.78 1.18% –30.4%

3.04% 14 Euro Stoxx Small 200 132.70 0.87% –36.2% 132.68 1.40% –44.3% 3.05% 11 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1209.10 1.79% –50.2% 1395.27 2.32% –56.5% 2.26% 12 DJ U.S. TSM % % 9509.08 2.59% –32.3%

5.34% 9 Euro Stoxx Select Div 30 1410.30 2.85% –50.1% 1633.75 3.39% –56.4% % DJ-UBS Commodity 123.40 0.72% –36.1% 120.83 1.25% –44.2%

*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 1.3168 1.9845 1.1749 0.1695 0.0406 0.2052 0.0133 0.3204 1.7769 0.2386 1.1363 ...

 Canada 1.1589 1.7464 1.0339 0.1492 0.0357 0.1806 0.0117 0.2820 1.5637 0.2100 ... 0.8800

 Denmark 5.5187 8.3166 4.9238 0.7105 0.1702 0.8599 0.0558 1.3427 7.4466 ... 4.7622 4.1909

 Euro 0.7411 1.1168 0.6612 0.0954 0.0229 0.1155 0.0075 0.1803 ... 0.1343 0.6395 0.5628

 Israel 4.1100 6.1938 3.6670 0.5291 0.1268 0.6404 0.0416 ... 5.5458 0.7447 3.5466 3.1211

 Japan 98.8850 149.0197 88.2272 12.7311 3.0500 15.4086 ... 24.0596 133.4305 17.9183 85.3303 75.0933

 Norway 6.4175 9.6712 5.7258 0.8262 0.1979 ... 0.0649 1.5614 8.6595 1.1629 5.5378 4.8734

 Russia 32.4213 48.8589 28.9269 4.1741 ... 5.0520 0.3279 7.8884 43.7477 5.8749 27.9771 24.6207

 Sweden 7.7672 11.7052 6.9300 ... 0.2396 1.2103 0.0785 1.8898 10.4807 1.4074 6.7025 5.8984

 Switzerland 1.1208 1.6890 ... 0.1443 0.0346 0.1746 0.0113 0.2727 1.5124 0.2031 0.9672 0.8511

 U.K. 0.6636 ... 0.5921 0.0854 0.0205 0.1034 0.0067 0.1615 0.8954 0.1202 0.5726 0.5039

 U.S. ... 1.5070 0.8922 0.1287 0.0308 0.1558 0.0101 0.2433 1.3493 0.1812 0.8629 0.7594

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 421.00 9.00 2.18% 826.00 314.00
Soybeans (cents/bu.) CBOT 1111.50 9.50 0.86 1,650.00 779.00
Wheat (cents/bu.) CBOT 591.00 20.75 3.64 1,144.75 447.00
Live cattle (cents/lb.) CME 82.975 0.950 1.16 116.700 78.600
Cocoa ($/ton) ICE-US 2,507 45 1.83 3,220 1,932
Coffee (cents/lb.) ICE-US 126.70 2.10 1.69 181.60 106.60
Sugar (cents/lb.) ICE-US 15.27 –0.22 –1.42% 15.99 9.97
Cotton (cents/lb.) ICE-US 59.85 0.97 1.65 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,685.00 5 0.19 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,744 9 0.52 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,498 8 0.54 2,314 1,434

Copper (cents/lb.) COMEX 214.55 –1.90 –0.88 372.00 129.95
Gold ($/troy oz.) COMEX 914.90 –0.60 –0.07 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1395.50 –7.50 –0.53 2,170.00 690.00
Aluminum ($/ton) LME 1,556.00 –29.00 –1.83 3,340.00 1,288.00
Tin ($/ton) LME 14,095.00 200.00 1.44 25,450.00 9,750.00
Copper ($/ton) LME 4,762.00 –13.00 –0.27 8,811.00 2,815.00
Lead ($/ton) LME 1,484.00 –1.00 –0.07 2,314.00 870.00
Zinc ($/ton) LME 1,555.00 –55.00 –3.42 2,350.00 1,065.00
Nickel ($/ton) LME 13,300 160 1.22 27,040 9,000

Crude oil ($/bbl.) NYMEX 59.74 1.72 2.96 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5184 0.0332 2.24 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.7055 0.0400 2.40 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 4.311 0.230 5.64 11.840 3.251
Brent crude ($/bbl.) ICE-EU 59.07 1.64 2.86 143.31 42.62
Gas oil ($/ton) ICE-EU 482.00 –1.00 –0.21 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May. 8, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

3.40% 13 ALL COUNTRY (AC) WORLD* 236.39 –0.03% 3.8% –38.3%

3.40% 14 World (Developed Markets) 933.92 –0.09% 1.5% –38.1%

3.10% 14 World ex-EMU 109.99 –0.08% 2.2% –36.2%

3.20% 15 World ex-UK 935.18 –0.09% 1.2% –37.3%

4.20% 12 EAFE 1,245.78 1.43% 0.7% –41.8%

3.40% 10 Emerging Markets (EM) 714.91 0.40% 26.1% –40.0%

4.70% 10 EUROPE 71.97 –0.82% 3.7% –36.3%

5.10% 10 EMU 138.67 –0.14% –2.4% –47.1%

4.50% 12 Europe ex-UK 79.04 –0.76% 1.9% –36.2%

5.80% 9 Europe Value 81.26 –1.22% 4.8% –38.9%

3.70% 11 Europe Growth 61.96 –0.42% 2.5% –33.7%

4.00% 10 Europe Small Cap 125.44 –0.33% 24.2% –35.1%

3.60% 5 EM Europe 208.56 0.95% 31.3% –48.3%

5.30% 8 UK 1,306.87 –0.06% –0.6% –27.8%

3.40% 10 Nordic Countries 116.66 –0.43% 19.0% –36.5%

2.70% 4 Russia 572.52 1.55% 38.9% –57.7%

4.40% 9 South Africa 581.88 –1.40% 0.5% –22.0%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 305.38 1.84% 23.5% –37.8%

2.20% 25 Japan 553.30 4.84% 4.4% –35.8%

2.70% 11 China 50.13 1.09% 22.9% –33.3%

1.50% 14 India 474.54 1.50% 28.5% –33.4%

1.70% 14 Korea 381.53 0.40% 24.3% –25.1%

5.90% 13 Taiwan 244.29 –0.66% 40.9% –29.0%

2.60% 19 US BROAD MARKET 996.35 –1.53% 1.4% –33.9%

1.80% -56 US Small Cap 1,291.34 –2.59% 3.6% –31.7%

3.80% 12 EM LATIN AMERICA 2,762.57 –1.50% 33.0% –41.5%

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

Currencies London close on May 8
Per In

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

Argentina peso-a 5.0155 0.1994 3.7170 0.2690

Brazil real 2.8110 0.3557 2.0833 0.4800
Canada dollar 1.5637 0.6395 1.1589 0.8629

1-mo. forward 1.5634 0.6396 1.1586 0.8631
3-mos. forward 1.5625 0.6400 1.1580 0.8636
6-mos. forward 1.5613 0.6405 1.1571 0.8643

Chile peso 760.83 0.001314 563.85 0.001774
Colombia peso 2987.39 0.0003347 2213.95 0.0004517
Ecuador US dollar-f 1.3493 0.7411 1 1
Mexico peso-a 17.6566 0.0566 13.0853 0.0764
Peru sol 3.9867 0.2508 2.9545 0.3385
Uruguay peso-e 32.317 0.0309 23.950 0.0418
U.S. dollar 1.3493 0.7411 1 1
Venezuela bolivar 2.90 0.345130 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7769 0.5628 1.3168 0.7594
China yuan 9.2049 0.1086 6.8218 0.1466
Hong Kong dollar 10.4575 0.0956 7.7501 0.1290
India rupee 66.3003 0.0151 49.1350 0.0204
Indonesia rupiah 14000 0.0000714 10375 0.0000964
Japan yen 133.43 0.007495 98.89 0.010113

1-mo. forward 133.38 0.007497 98.85 0.010116
3-mos. forward 133.27 0.007503 98.77 0.010125
6-mos. forward 133.09 0.007514 98.64 0.010138

Malaysia ringgit-c 4.7457 0.2107 3.5170 0.2843
New Zealand dollar 2.2665 0.4412 1.6797 0.5954
Pakistan rupee 108.825 0.0092 80.650 0.0124
Philippines peso 63.554 0.0157 47.100 0.0212
Singapore dollar 1.9730 0.5068 1.4622 0.6839
South Korea won 1677.41 0.0005962 1243.13 0.0008044
Taiwan dollar 44.562 0.02244 33.025 0.03028
Thailand baht 47.038 0.02126 34.860 0.02869

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

Euro zone euro 1 1 0.7411 1.3493
1-mo. forward 1.0002 0.9998 0.7412 1.3491
3-mos. forward 1.0005 0.9995 0.7415 1.3487
6-mos. forward 1.0008 0.9992 0.7417 1.3483

Czech Rep. koruna-b 26.759 0.0374 19.831 0.0504
Denmark krone 7.4466 0.1343 5.5187 0.1812
Hungary forint 278.18 0.003595 206.16 0.004851
Norway krone 8.6595 0.1155 6.4175 0.1558
Poland zloty 4.3700 0.2288 3.2386 0.3088
Russia ruble-d 43.748 0.02286 32.421 0.03084
Sweden krona 10.4807 0.0954 7.7672 0.1287
Switzerland franc 1.5124 0.6612 1.1208 0.8922

1-mo. forward 1.5116 0.6615 1.1203 0.8926
3-mos. forward 1.5100 0.6622 1.1191 0.8936
6-mos. forward 1.5077 0.6633 1.1173 0.8950

Turkey lira 2.0972 0.4768 1.5542 0.6434
U.K. pound 0.8954 1.1168 0.6636 1.5070

1-mo. forward 0.8955 1.1167 0.6636 1.5069
3-mos. forward 0.8955 1.1167 0.6637 1.5068
6-mos. forward 0.8956 1.1165 0.6638 1.5066

MIDDLE EAST/AFRICA
Bahrain dinar 0.5087 1.9659 0.3770 2.6527
Egypt pound-a 7.5908 0.1317 5.6255 0.1778
Israel shekel 5.5458 0.1803 4.1100 0.2433
Jordan dinar 0.9559 1.0462 0.7084 1.4116
Kuwait dinar 0.3921 2.5505 0.2906 3.4415
Lebanon pound 2026.05 0.0004936 1501.50 0.0006660
Saudi Arabia riyal 5.0603 0.1976 3.7502 0.2667
South Africa rand 11.3076 0.0884 8.3800 0.1193
United Arab dirham 4.9562 0.2018 3.6730 0.2723

SDR -f 0.8981 1.1134 0.6656 1.5024

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.

 20 EUROPE DJ Stoxx 600 209.51 3.22 1.56% 6.4% –35.5%

 13 DJ Stoxx 50 2110.29 34.92 1.68 2.2% –34.6%

 16 Euro Zone DJ Euro Stoxx 230.00 4.52 2.00 3.2% –37.2%

 14 DJ Euro Stoxx 50 2462.39 56.31 2.34 0.4% –35.2%

 7 Austria ATX 2119.60 50.89 2.46 21.1% –50.3%

 13 Belgium Bel-20 2126.23 52.69 2.54 11.4% –44.4%

 9 Czech Republic PX 982.7 Closed 14.5% –40.0%

 14 Denmark OMX Copenhagen 273.62 Closed 21.0% –34.2%

 12 Finland OMX Helsinki 5970.60 87.37 1.49 10.5% –38.4%

 11 France CAC-40 3312.59 61.07 1.88 2.9% –33.2%

 14 Germany DAX 4913.90 109.80 2.29 2.2% –29.8%

 … Hungary BUX 14358.08 463.84 3.34 17.3% –37.9%

 5 Ireland ISEQ 2676.38 86.12 3.32 14.2% –58.4%

 8 Italy S&P/MIB 20509 695 3.51 5.4% –39.2%

 9 Netherlands AEX 261.35 4.66 1.82 6.3% –45.6%

 8 Norway All-Shares 333.04 10.24 3.17 23.3% –40.5%

 17 Poland WIG 29698.36 –22.65 –0.08% 9.1% –37.6%

 15 Portugal PSI 20 7355.48 98.63 1.36 16.0% –34.2%

 … Russia RTSI 938.27 –4.04 –0.43% 48.5% –58.9%

 8 Spain IBEX 35 9408.1 179.2 1.94% 2.3% –32.5%

 15 Sweden OMX Stockholm 250.60 2.82 1.14 22.7% –22.8%

 10 Switzerland SMI 5391.01 65.38 1.23 –2.6% –28.0%

 … Turkey ISE National 100 32805.72 –36.89 –0.11 22.1% –22.0%

 10 U.K. FTSE 100 4462.09 63.41 1.44 0.6% –28.1%

 12 ASIA-PACIFIC DJ Asia-Pacific 100.63 0.85 0.85 7.5% –34.0%

 … Australia SPX/ASX 200 3941.7 3.0 0.08 5.9% –31.7%

 23 China CBN 600 22736.77 147.91 0.65 54.0% –25.9%

 15 Hong Kong Hang Seng 17389.87 171.98 1.00 20.9% –30.6%

 15 India Sensex 11876.43 –240.51 –1.98 23.1% –29.0%

 … Japan Nikkei Stock Average 9432.83 47.13 0.50 6.5% –30.9%

 … Singapore Straits Times 2238.21 –3.39 –0.15 27.1% –29.2%

 11 South Korea Kospi 1412.13 11.05 0.79 25.6% –22.6%

 14 AMERICAS DJ Americas 241.26 6.16 2.62 6.7% –33.6%

 … Brazil Bovespa 51395.99 1337.93 2.67 36.9% –26.2%

 16 Mexico IPC 24085.58 496.18 2.10 7.6% –21.5%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Toyota begins to push its new Prius
Marketing for hybrid
follows massive loss,
cooling enthusiasm

The Prius TV ads feature a utopian landscape made entirely of people, plus the
slogan, ‘Harmony between man, nature and machine.’

By Suzanne Vranica

With sales of hybrid vehicles sink-
ing,agreen-advertisingbattleiserupt-
ing between Toyota Motor’s new
PriusandHonda Motor’snewInsight.

Beginning today, Toyota, the
world’s largest auto maker, is rolling

out a major U.S. ad
push for its 2010
Prius, the third gen-

eration of the world’s top-selling hy-
brid vehicle. The car hits dealerships
in the coming weeks.

The Prius television ads—heavy
on the special effects—feature a uto-
pian landscape made entirely of peo-
ple; the sun, clouds and ocean are de-
picted by humans moving in unison.
The new slogan: “Harmony between
man, nature and machine.”

The Prius campaign also will de-
ploy some outdoor-marketing gim-
micks, including transforming cer-
tain bus shelters in cities such as Bos-
ton, Chicago and Los Angeles into
cooling stations that use solar pan-
els to power fans. It’s a way to dem-
onstrate how solar panels on the Pri-
us’s moon roof keep the car cool.

Toyota’s ad push will go head to
head with a campaign for the Insight.
Honda has been blanketing the air-
waves with ads since March. Its pitch
carries the slogan “A Hybrid for ev-
eryone,” a nod to the price, which is
just shy of $20,000. The Prius is more
expensive, with a starting price of

$22,000, unchanged from the base
price for the 2009 model.

Still, Toyota says it will introduce
a cheaper version of the car in the fall
that will start at $21,000. It’s unclear
how much supply Toyota will have of
the lower-priced Prius. Toyota ads
won’t mention the Prius’s price.

Some experts believe that price
should be a big factor in the cam-
paigns; hybrids typically cost thou-
sands of dollars more than compara-
ble gas-burning models. “They need
to emphasize not only the social bene-
fits of hybrids but also the econom-
ics,” says Rebecca Lindland, director
of the automotive group at IHS Global
Insight. “One of the big hang-ups with
these cars is that they cost more.”

Persuading consumers to buy a
new car in this economic climate

won’t be easy. Toyota hasn’t been
spared in the auto industry’s sales col-
lapse. Its $7.8 billion loss for the Janu-
ary-March quarter, reported Friday,
bigger even than General Motors’.

Moreover, the allure of hybrids
has waned with the decline in oil
prices. Prius sales have fallen about
50% from Jan. 1 to April 30. It’s a far
cryfrom last summer, whenconsum-
ers were clamoring for fuel-efficient
cars as gas prices topped $1 a liter.
And for all their earth-friendly ca-
chet, hybrid cars represent only 2%
of the light-vehicle market, accord-
ing to IHS Global Insight.

The Prius campaign ranges
across television, print and online
ads. Toyota says it will spend more
on the new campaign than it did on
the second generation of Prius,

which received $58.3 million in ad
support, according to WPP’s TNS
Media Intelligence. Toyota declines
to disclose its exact spending for
this latest pitch.

“We recognize that normally hy-
brid sales fall with gas prices, but with
this new product we think we can
break that paradigm,” says Kim Mc-
Cullough,Toyota’s corporatemanager
of marketing communications. The
newly remodeled Prius will have more
mass appeal, she says, because it is
slightlybigger,withmorehorsepower.

The initial Prius advertising
largely targeted the early adopter
and the tree-hugging crowd, while
the second generation of the vehicle
was seen as the family’s second or
commuter car. This campaign is
about the “mainstreaming of the
product,” Ms. McCullough says.

“Thebig barrierformassconsum-
ers is they worried that the Prius was
underpowered and small,” says Mike
McKay, executive creative director
at the Los Angeles offices of Saatchi
& Saatchi, the Publicis Groupe
agency that created the ad effort.

Addressing the power question
in another of its outdoor gimmicks,
Toyota will head to some big parks,
where it will set up 2.4- to 3.7-meter-
tall flower sculptures equipped with
solar panels that can be used as cell-
phone- and laptop-recharging sta-
tions. In August, the company will
have billboards in California made of
flowers.

TOKYO—Showing the reach of
the global auto-sales collapse, Toy-
ota Motor Corp. on Friday posted a
$7.8 billion fiscal fourth-quarter net
loss that led the world’s largest auto
maker to its first annual loss in 59
years and sets the stage for a deep
loss this year.

The quarterly loss was the compa-
ny’s biggest to date and one of the

largest on record by a Japanese man-
ufacturer. The company’s dour out-
look for this fiscal year signals that
Toyota’s troubles in China, where it
missed the growing demand for
smaller cars, and in the U.S., where a
costly push into full-size pickup
trucks collided with the economic
slowdown, won’t soon allow it to cap-
italize on Detroit’s problems.

Toyota’s financial reserves could
enable it to withstand a prolonged
global sale decline. But coming only
a year after Toyota unseated Gen-
eral Motors Corp. as the world’s

largest car maker by volume, its
losses underscore both the depth of
the global recession and Toyota’s
strategic miscues.

A belief in ever-growing demand
led the auto maker to expand produc-
tion capacity just before the market
collapsed. It has placed a planned

Mississippi production plant on hold
and has idled a production line in
Texas. The ill-timed expansion trig-
gered recent management changes
in Tokyo and the U.S., and prompted
analysts to question if Toyota can
maintain its policy of lifetime em-
ployment for full-time workers.

Anemic demand and a strong yen
saddled Toyota with a loss of 765.8
billion yen ($7.8 billion) for the quar-
ter ended March 31, compared with
year-earlier profit of 316.8 billion
yen. The loss exceeded the mean ana-
lysts’ estimate of 746.2 billion yen,
as tallied by Thomson Reuters, and
the $6 billion loss incurred during
the same three months by GM.

Revenue declined 46% from a
year earlier to 3.536 trillion yen.

As the economic slowdown was so
drastic and rapid, “regional diversifi-
cation [in the company’s earnings],
which is our strength, didn’t help. Our
earnings deteriorated in all regions,”
Toyota President Katsuaki Watanabe
said at a news conference Friday. Toy-
ota also said that a stronger yen had
made its exports more expensive.

Some of Toyota’s most acute prob-

lems are in North America, its largest
market and home to seven of its 36 as-
sembly plants. The company has
ratcheted back production during
the past year in a bid to match inven-
tory levels to market demand. But
that has left idle a chunk of the com-
pany’s capacity in North America.

To address the problems in the
North American market, the com-
pany recently named a new executive
to run the region. Yoshi Inaba, a
former senior Toyota executive who
left the auto maker in 2007, is ex-
pected to be appointed at the June
shareholder meeting that will also
usher in Akio Toyoda, the grandson
of the company’s founder, as the com-
pany’s next president.

The decline in gasoline prices
from last year’s U.S. peak of about
$1.05 a liter has compounded Toyo-
ta’s problems in North America. In
its fiscal fourth quarter, Toyota sold
only 24,277 Prius hybrids in the
U.S.—about the same number it sold
in May 2008. More important, deal-
ers now offer price discounts on the
car; a year ago they were getting full
sticker price.

Toyota reports big loss, signals more to come

By Neil King Jr.

And Serena Ng

A group of Chrysler LLC lenders
who opposed the government’s re-
structuring plan for the auto maker
agreed to abandon the fight after de-
ciding that the financial and political
costs were too high.

The creditors withdrew their le-
gal protest on Friday after two of the
larger funds, OppenheimerFunds
and Stairway Capital, left the dissi-
dent group. The two funds also indi-
cated they would accept the outcome
of the auto maker’s bankruptcy-
court proceedings.

The collapse of the organized op-
position removes the final signifi-
cant hurdle to the Obama administra-
tion’s efforts to get Chrysler reorga-
nized swiftly in Chapter 11 bank-
ruptcy court. The company could
now emerge from the process as
early as next month in a new alliance
with Italy’s Fiat SpA.

The five firms represented the
last of a group of about 20 hedge and
distressed-debt funds that refused re-
cently to go along with an agree-
ment, forged between the U.S. Trea-
sury Department and four large
banks, to take a $2 billion cash pay-
out for the $6.9 billion in secured
loans to Chrysler.

The group rose in opposition to
J.P. Morgan Chase & Co. and other key
banks that had received $90 billion in
government funding under the Trou-
bled Asset Relief Program, or TARP.
The dissident group identified itself
as Chrysler’s “Non-TARP lenders.”

“Being such a small group try-
ing to fight the force of the govern-
ment made [the funds] very uncom-
fortable,” said Thomas E. Lauria, a
lawyer with White & Case LLP who
was hired in early April to repre-
sent the group.

“In the end, they just concluded
that the political cost to their institu-
tions was too high to bear,” he said.

The group of five money man-
agers oversaw funds holding a com-
bined $295 million out of the $6.9 bil-
lion in Chrysler loans outstanding.
Chrysler has 46 secured lenders, and
it needs more than half to agree to re-
lease their claims over the auto mak-
er’s assets so that its restructuring
can proceed.

The lenders argued that the
Obama administration’s plan for re-
making Chrysler was upending de-
cades of established bankruptcy law
by trampling their rights as first-lien
secured lenders, who typically
should be paid ahead of others. The
government-led restructuring plan
calls for awarding a United Auto
Workers union retiree health-care
fund and Fiat up to 90% of Chrysler’s
equity, plus future cash payments to
the UAW trust fund, while repaying
the lenders 29 cents on the dollar of
their original loans to Chrysler.

“We have fought for what we be-
lieve should be fair and equitable
treatment under contract and bank-
ruptcy law,” said Stairway Capital in
a statement. “However, our group
has become too small to have a voice
within the bankruptcy.”

The remaining three firms,
Schultze Asset Management LLC,
Group G Capital Partners LLC and
Foxhill Capital Partners LLC, had in-
sufficient resources to cover legal
fees, one person involved in the
group said.

While agreeing to drop their legal
challenge, the funds aren’t support-
ing the debt repayment offer put for-
ward by the Obama administration.

Glaxo vaccine claims edge in cervical-cancer fight
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By Peter Loftus

GlaxoSmithKline PLC’s Cervarix
vaccine induced a higher immune re-
sponse in women against the virus
that causes cervical cancer than
Merck & Co.’s Gardasil, according to a
Glaxo-funded clinical trial.

The study, however, didn’t mea-

sure which vaccine was more effec-
tive at preventing actual cases of cer-
vical cancer or precancerous lesions;
that would require a longer and larger
trial, which Glaxo said it isn’t plan-
ning to conduct.

Both vaccines are designed to pre-
vent infection by human papillomavi-
rus, or HPV.

Cervarix is on the market in Eu-
rope but not in the U.S. The U.S. Food
and Drug Administration is reviewing
Cervarix and could decide whether to
allow it to go on sale by autumn.

Glaxo, based in Britain, hopes the
results will help give Cervarix a com-
petitive edge if it reaches the U.S.
market, which Merck has had to it-

self since Gardasil’s launch in 2006.
Before knowing the final data, a

Merck executive played down the im-
portance of comparing the vaccines’
immune responses.

“It’s disease efficacy that’s really
the most important,” said Rick Haupt,
program lead for HPV vaccines in
Merck’s research arm.

CORPORATE NEWS
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Online Today
See Toyota’s ad for its new Prius,

at WSJ.com/Media.

Chrysler lenders
drop challenge
to restructuring

By Yoshio Takahashi,
John Murphy
and Kate Linebaugh
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.10 $25.25 –0.20 –0.79%
Alcoa AA 39.40 10.01 0.16 1.62%
AmExpress AXP 33.30 28.40 2.43 9.36%
BankAm BAC 623.70 14.17 0.66 4.89%
Boeing BA 7.00 45.83 2.30 5.28%
Caterpillar CAT 14.90 39.64 1.72 4.54%
Chevron CVX 12.40 70.38 2.40 3.53%
Citigroup C 716.90 4.02 0.21 5.51%
CocaCola KO 11.20 42.92 0.12 0.28%
Disney DIS 16.70 25.46 0.13 0.51%
DuPont DD 12.20 28.38 0.47 1.68%
ExxonMobil XOM 33.20 70.80 1.87 2.71%
GenElec GE 121.00 14.53 0.57 4.08%
GenMotor GM 27.60 1.61 0.01 0.63%
HewlettPk HPQ 23.10 34.68 0.15 0.43%
HomeDpt HD 17.60 25.50 –0.11 –0.43%
Intel INTC 84.80 15.29 –0.48 –3.04%
IBM IBM 10.90 101.49 –1.10 –1.07%
JPMorgChas JPM 100.50 38.94 3.70 10.50%
JohnsJohns JNJ 11.90 54.98 0.09 0.16%
KftFoods KFT 12.40 25.53 0.49 1.96%
McDonalds MCD 13.00 54.92 1.53 2.87%
Merck MRK 17.50 24.82 –0.39 –1.55%
Microsoft MSFT 63.00 19.42 0.10 0.52%
Pfizer PFE 53.30 14.40 0.24 1.69%
ProctGamb PG 12.10 51.57 0.23 0.45%
3M MMM 5.00 60.09 1.32 2.25%
UnitedTech UTX 6.90 53.55 1.83 3.54%
Verizon VZ 14.30 29.85 –0.01 –0.03%
WalMart WMT 17.60 50.14 0.25 0.50%

Dow Jones Industrial Average P/E: 43
LAST: 8574.65 s 164.80, or 1.96%

YEAR TO DATE: t 201.74, or 2.3%

OVER 52 WEEKS t 4,171.23, or 32.7%

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

Behind Europe’s deals: Bank revenue rankings, European
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $563 9.2% 49% 28% 21% 1%

BNP Paribas 374 6.1% 30% 49% 15% 6%

Goldman Sachs 355 5.8% 38% 17% 45% …%

Deutsche Bank 352 5.8% 26% 38% 33% 2%

UBS 346 5.7% 30% 21% 48% …%

Credit Suisse 317 5.2% 26% 48% 26% 1%

RBS 291 4.8% 44% 43% 10% 3%

Bank of America Merrill Lynch 286 4.7% 28% 26% 44% 2%

Citi 286 4.7% 31% 29% 38% 2%

Source: Dealogic

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

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

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

SNS Bk  350 –206 –208 –211 Groupe Auchan 65 –1 –6 –17

Old Mut  1099 –187 –287 –852 EnBW Energie Baden Wuerttemberg 49 –1 –6 –8

Legal & Gen Gp  533 –165 –283 –468 Suedzucker  99 ... –10 –27

Porsche Automobil Hldg 344 –110 –149 –290 Societe Television Francaise  88 ... –2 –20

ArcelorMittal Fin 517 –97 –197 –445 MAN  236 ... 46 –49

Contl  755 –79 –226 –504 Rallye 1427 2 –101 –154

Swiss Reins  346 –78 –124 –238 Kingfisher  162 2 –11 –109

Glencore Intl  748 –67 –153 –491 Brit Telecom  167 2 –30 –52

Raiffeisen Zentralbank Oesterreich  230 –63 –99 –164 Pearson  63 3 2 –6

Prudential  358 –61 –123 –214 AB Volvo 283 7 –39 –62

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

UniCredit Italy Banks $38.9 2.16 8.87% –54.3% –65.6%

Credit Suisse Grp Switzerland Banks 48.1 45.52 6.36 –19.3 –39.2

ING Groep Netherlands Life Insurance 23.3 8.30 5.87 –66.0 –74.0

ArcelorMittal Luxembourg Iron & Steel 41.7 21.33 5.02 –64.9 ...

Anglo Amer U.K. General Mining 32.8 16.25 4.97 –52.0 –33.9

L.M. Ericsson Tel B Sweden Telecoms Equipment $25.7 67.00 –1.62% –12.8 –45.3

Novartis Switzerland Pharmaceuticals 100.7 42.68 –1.43 –19.6 –37.9

Diageo U.K. Distillers & Vintners 36.2 8.71 –1.14 –16.3 –2.8

Vodafone Grp U.K. Mobile Telecoms 105.2 1.20 –1.03 –25.8 –2.9

Koninklijke Phlps Netherlands Consumer Electronics 18.8 14.30 –0.97 –41.3 –43.5

...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

AXA S.A. 37.2 13.21 4.97% –44.0% –52.1%
France (Full Line Insurance)
Allianz SE 46.0 75.37 4.77 –41.6 –42.4
Germany (Full Line Insurance)
Banco Santander 80.8 7.35 4.70 –43.7 –33.5
Spain (Banks)
Deutsche Bk 32.2 41.82 4.68 –45.2 –56.3
Germany (Banks)
HSBC Hldgs 149.7 5.78 4.05 –23.5 –30.3
U.K. (Banks)
E.ON 66.8 24.75 4.04 –41.5 –17.1
Germany (Multiutilities)
ENI 93.2 17.26 3.48 –32.1 –27.5
Italy (Integrated Oil & Gas)
Assicurazioni Gen 31.9 16.76 3.46 –40.6 –37.0
Italy (Full Line Insurance)
Intesa Sanpaolo 40.9 2.56 3.43 –43.9 –46.4
Italy (Banks)
UBS 44.7 17.10 3.32 –43.7 –73.5
Switzerland (Banks)
Banco Bilbao Viz 45.0 8.90 3.13 –39.7 –47.2
Spain (Banks)
Siemens 64.9 52.67 2.97 –29.7 –25.6
Germany (Diversified Industrials)
GDF Suez 79.9 27.05 2.75 –35.0 –1.3
France (Multiutilities)
BASF 36.6 29.52 2.39 –33.7 –10.9
Germany (Commodity Chemicals)
Total S.A. 131.2 41.02 2.29 –23.1 –24.1
France (Integrated Oil & Gas)
Royal Dutch Shll 87.0 18.18 2.19 –29.6 –31.1
U.K. (Integrated Oil & Gas)
BP 162.2 5.21 2.16 –15.0 –21.0
U.K. (Integrated Oil & Gas)
SAP 47.3 28.64 2.09 –9.1 –31.4
Germany (Software)
British Amer Tob 51.3 16.83 1.94 –17.0 24.7
U.K. (Tobacco)
BNP Paribas S.A. 56.4 45.89 1.94 –32.0 –39.8
France (Banks)

Barclays 35.4 2.81 1.90% –36.1% –55.0%
U.K. (Banks)
Sanofi-Aventis S.A. 78.9 44.50 1.54 –6.3 –40.2
France (Pharmaceuticals)
BHP Billiton 51.6 15.35 1.45 –22.3 31.4
U.K. (General Mining)
BG Grp 60.8 11.28 1.26 –15.9 60.1
U.K. (Integrated Oil & Gas)
Iberdrola S.A. 41.5 6.17 1.15 –34.1 –4.7
Spain (Conventional Electricity)
Tesco 41.2 3.48 0.84 –18.5 8.9
U.K. (Food Retailers & Wholesalers)
Bayer 39.2 38.04 0.69 –32.0 4.3
Germany (Specialty Chemicals)
Nokia 55.6 10.84 0.56 –42.0 –35.1
Finland (Telecoms Equipment)
Nestle S.A. 134.7 39.42 0.41 –21.9 6.5
Switzerland (Food Products)
GlaxoSmithKline 88.3 10.26 0.34 –9.4 –32.3
U.K. (Pharmaceuticals)
Astrazeneca 52.5 23.97 0.13 15.2 –16.1
U.K. (Pharmaceuticals)
Soc. Generale 30.9 39.48 0.01 –45.6 –65.3
France (Banks)
Daimler 36.0 27.66 ... –46.5 –34.1
Germany (Automobiles)
France Telecom 59.3 16.82 –0.03 –17.7 –2.5
France (Fixed Line Telecoms)
Deutsche Telekom 47.8 8.14 –0.12 –31.1 –37.1
Germany (Mobile Telecoms)
ABB 37.4 18.06 –0.17 –43.3 6.9
Switzerland (Industrial Machinery)
Telefonica S.A. 95.9 15.12 –0.20 –20.8 22.1
Spain (Fixed Line Telecoms)
Roche Hldg Part. Cert. 89.4 142.60 –0.35 –14.6 –26.4
Switzerland (Pharmaceuticals)
Unilever 38.8 16.80 –0.53 –23.8 –5.3
Netherlands (Food Products)
Rio Tinto 45.4 29.99 –0.66 –53.2 –5.8
U.K. (General Mining)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.29% 0.10% 0.8% 2.6% -5.1%
Event Driven 0.37% 1.09% 1.6% 3.4% -27.0%
Equity Market Neutral -0.55% -1.05% -2.5% -3.3% -10.2%
Equity Long/Short 0.05% -0.23% -2.3% -1.0% -18.7%

*Estimates as of 05/07/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 11/1 1.23 102.90% 0.02% 1.87 1.19 1.57

Eur. High Volatility: 11/1 2.27 106.63 0.04 3.89 2.20 3.16

Europe Crossover: 11/1 7.31 108.96 0.10 9.71 7.10 8.74

Asia ex-Japan IG: 11/1 1.99 106.90 0.04 3.84 1.99 3.16

Japan: 11/1 2.65 110.90 0.05 4.33 2.37 3.44

 Note: Data as of May 7

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

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

Berkshire Hathaway Inc. had a
loss of $1.5 billion in the first quar-
ter, compared with a profit of $940
million a year earlier, as the conglom-
erate run by billionaire War-
ren Buffett continued to suf-
fer amid the weak economy
and shaky markets.

Most of Berkshire’s seg-
ments recorded losses or
weaker gains from last year,
especially economically sen-
sitive operations such as
manufacturing and retailing.

Butthe Omaha,Neb.,com-
pany, which reported results
late Friday,sawgains inits in-
surance businesses. Premi-
ums at Berkshire’s insurance
operations jumped 32% from a year
earlier to $8.2 billion, indicating the

company is aggressively writing poli-
cies despite the economic downturn.

Berkshire’s quarterly operating
income, which excludes extraordi-
nary gains and losses, fell 12% from a
year earlier to $1.7 billion. Book
value per share, a favored metric of
the company, fell 6.1% in the quarter.
That follows a 9.6% decline in 2008,
the biggest annual drop since Mr. Buf-
fett took over the company in 1965.

Mr. Buffett didn’t hold out much
hope for improved performance at

Berkshire’s annual meeting
earlier this month, despite
some signs that the reces-
sion is easing. “I guess I
would almost be surprised if
the opposite happened, if
the world changed much
over the remainder of the
year,” he said at the meeting.

Dragging on the quar-
ter’s results was Berk-
shire’s vast stock portfo-
lio, which includes finan-
cial stocks such as Ameri-

can Express Co.; Moody’s Inves-
tors Service parent Moody’s Corp.;
and Wells Fargo & Co., which saw

big losses in the first quarter.
Those shares have fared better in

the second quarter, however. Wells
Fargo, which fell more than 50% in
the first quarter, is up more than 80%
so far in the second. The company
gained 14% Friday after federal regu-
lators said it needed to raise $13.7 bil-
lion to boost its capital, less than
many analysts expected.

Berkshire also took a hit from
credit-default swaps linked to junk
bonds, which worsened in the quarter
as more companies filed for bank-
ruptcy.Credit-default swapsare essen-
tially a form of insurance against the
default of a loan. The company said it
paid about $675 million in the quarter
on the contracts. Since the quarter’s
end,the company has madeadditional
payments of about $450 million.

The company said it sold 13.7 mil-
lion shares of ConocoPhillips in the
first quarter, and it continued to un-
load shares after the quarter ended.
At the end of 2008, Berkshire owned
about 85 million shares of the oil gi-
ant valued at $4.4 billion, a loss of
about $2.6 billion from what Mr. Buf-
fett paid for the shares. Losses gener-
ated by the sales can offset capital-
gains taxes from previous years.

Berkshire ended the quarter
with $22.7 billion in cash, down
from about $25 billion at the end of
2008. A day after the quarter ended,
the company spent $3 billion on
Dow Chemical Co. preferred stock
tied to a 2008 deal, putting its cash
position slightly below $20 billion.

Hindustan Unilever’s profit growth disappoints

Sun discloses possible bribery-law offense

Berkshire posts $1.5 billion loss
Portfolio slumped,
most segments slid;
gains in insurance

By Rumman Ahmed

BANGALORE—Hindustan Uni-
lever Ltd. reported lower-than-ex-
pected 3.7% growth in first-quarter
net profit, stung by charges.

Sales volume at the company’s
domestic consumer-goods business
fell as increasingly price-sensitive
customers opted for less-expensive
brands in a weakening economy.

Vice Chairman and Chief Finan-
cial Officer D. Sundaram said the
company is taking steps, such as
price cuts, to address the volume de-
cline. He didn’t provide details.

India’s largest consumer-goods
maker by sales on Sunday reported
net profit of 3.95 billion rupees
($80.3 million), compared with 3.81
billion rupees a year earlier. Ana-
lysts had forecast 4.39 billion ru-
pees in net profit, according to a
survey by Dow Jones Newswires.

The company said the quarter in-
cluded a loss of 1.07 billion rupees,
primarily because of provisions for
retirement benefits and restructur-
ing costs. It booked a 25.2-million-
rupee gain a year earlier. Excluding

items, profit after tax rose 20%.
Sales rose 6% to 39.88 billion ru-

pees from 37.63 billion rupees.
Domestic sales of consumer

goods fell 4% by volume. That fol-
lowed growth of 2.3% in the fourth
quarter.

Strong consumer demand had al-
lowed Hindustan Unilever to pass
on higher input costs to customers
without lowering demand. But con-

sumers more recently have been
buying fewer soap bars and deter-
gent packs from the company,
switching to less-expensive brands
sold by rivals such as Godrej Con-
sumer Products Ltd.

Hindustan Unilever’s first-quar-
ter sales volume was hurt as whole-
salers cut inventories, Mr.
Sundaram said during a conference
call. The company also was hurt as

big retailers closed stores, he said.
Sales of personal-care products,

which include Ponds and Fair and
Lovely skin creams, Sunsilk and
Dove shampoos, and Pepsodent
and Closeup toothpaste, rose 2% in
the quarter. Toothbrush and tooth-
paste sales fell.

Sales in the key soaps-and-deter-
gents business rose 16%, and reve-
nue in the foods division rose 13%.

Toshiba seeks to raise $5 billion to cut debt

GLOBAL
BUSINESS

BRIEFS

Warren Buffett

CORPORATE NEWS

By Don Clark

Sun Microsystems Inc. said it
may have violated a U.S. law that is
designed to prevent bribery in for-
eign countries.

The computer maker disclosed
that it discovered in the current fiscal
year that company activities in a cer-
tain country—which Sun declined to
identify—may have violated the For-
eign Corrupt Practices Act. After a
probeledbyoutsidelegalcounsel,Sun

saidittookunspecified “remedial” ac-
tions, adding the violations could lead
to government fines, criminal sanc-
tions and other penalties that could
have a material effect on its business.

Sun said it alerted the U.S. Depart-
ment of Justice, Securities and Ex-
change Commission and agencies in
unnamed countries about the issue
and other unspecified matters. The
company said it is cooperating with
the agencies’ review of its disclosures.

The issue follows the announce-

ment April 20 of a deal by Oracle Corp.
to buy Sun for $7.4 billion. Oracle later
said it had been informed by Sun
about the matter before the deal. The
companiesdeclined further comment.

The Foreign Corrupt Practices
Act has become a major focus of reg-
ulators in recent years, triggering
large fines. In February, for example,
Halliburton Co. agreed to pay $559
million to settle U.S. charges that
one of its former units bribed offi-
cials in Nigeria.

By Daisuke Wakabayashi

And Yuzo Yamaguchi

TOKYO—Toshiba Corp. said it
plans to raise about $5 billion in capi-
tal to plug a hole in its balance sheet
after reporting the biggest loss in
company history and forecasting an-
other year in the red because of its
slumping semiconductor business.

The additional capital will pro-
vide some financial breathing room
to the Japan-based electronics
maker, whose cash reserves have
been depleted from years of semicon-
ductor investments and acquisitions.

Toshiba plans to issue as much as
313 billion yen, or $3.18 billion, of
new equity and an additional 170 bil-
lion to 180 billion yen in debt. The
new share issuance is expected to di-
lute the value of Toshiba’s current
shares by about 24%.

The company plans to use pro-

ceeds from the financing for capital
investments and to trim its debt
load, which stands at 1.8 trillion yen.

Like nearly all of Japan’s large
electronics makers, Toshiba has
seen revenue suffer from a global
slowdown in consumer spending
and falling prices of television sets,
computers and mobile phones.
What’s more, Toshiba’s chip-produc-
tion lines are sitting idle as other
electronics makers decide to halt pro-
duction to keep inventory levels low.

The company’s restructuring
falls to Norio Sasaki, an executive at
Toshiba’s nuclear-power business
who is expected to succeed Chief Ex-
ecutive Atsutoshi Nishida in June.
Mr. Nishida signed off on the compa-
ny’s biggest acquisition to date, pay-
ing $3.7 billion for a majority stake
in nuclear-power-technology com-
pany Westinghouse in 2006.

While the move made Toshiba a

globalplayer in thepromising nuclear-
power market, it also left the com-
pany financially overstretched be-
cause it also had to devote billions of
dollars to its semiconductor business.

In the year ended March 31,
Toshiba’s equity ratio, a key indica-
tor of financial health, more than
halved to 8.2%, the lowest level in
the company’s history. The addi-
tional capital is expected to lift that
ratio to about 13.7%.

“If we don’t take any measures,
we won’t get out of the gloom,” Fu-
mio Muraoka, Toshiba’s executive
vice president, said during a news
conference.

Toshiba doesn’t expect the situa-
tion to improve quickly. For the fis-
cal year ending in March 2010, the
company is forecasting a net loss of
50 billion yen after recording a loss
of 343.6 billion yen in the fiscal year
that just ended.

Toshiba must walk a tight rope
with its flash-memory chip busi-
ness. On one hand, the company
needs to reserve cash, because it
doesn’t expect a turnaround in de-
mand at the semiconductor busi-
ness until October and flash-mem-
ory prices are expected to fall an ad-
ditional 30% this fiscal year.

However, if Toshiba doesn’t in-
vest in new plant equipment and
other capital expenditures, Toshiba
risks falling further behind market
leader Samsung Electronics Co.,
which could hurt profitability when
chip demand begins to accelerate.

Toshiba plans to scale back capi-
tal spending for semiconductors
to 90 billion yen this fiscal year af-
ter investing an average of 329 bil-
lion yen annually over the past
three years.
 —Kenneth Maxwell

contributed to this article.

Sacyr-Vallehermoso SA

Sacyr-Vallehermoso SA’s first-
quarter net profit fell 80%, hurt by
higher costs and weak construction
operations as the recession deep-
ened in Spain. The Madrid-based
construction company on Friday
posted net profit of Œ40.7 million
($54.5 million), down from a re-
stated year-earlier net profit of
Œ205.1 million. Revenue rose 70% to
Œ2.02 billion, though sales from
Spanish construction operations
fell 4% to Œ686.1 million. Sacyr said
expenses and operating costs rose
73% to Œ1.93 billion. It disclosed
Œ936 million in land and home sales
at a discount ranging from 15% to
20% on valuations made last year.
The company reported a charge of
Œ93.7 million linked to payment de-
lays from clients.

Source: the company
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Volkswagen AG

Audi AG continued to narrow
the gap to two German peers,
BMW AG and Daimler AG’s Mer-
cedes-Benz brand, for vehicle
sales so far this year, though de-
mand for luxury cars deteriorated
further amid the economic down-
turn. Audi’s April sales came in at
81,923 cars, down 5.6% from a year
earlier. The premium brand of
Volkswagen AG, Europe’s largest
auto maker by sales, has been less
affected by the industry gloom
than its rivals thanks to the launch
of new and revamped models such
as the A4 and the Q5 sport-utility
vehicle.BMW posted a 25% sales
drop for April, selling 84,218 cars.
Daimler’s core Mercedes-Benz
brand posted a 23% sales fall for
April to 80,700 cars.

—Compiled from staff
and wire service reports.

Carphone Warehouse Group

U.K. assets of Tiscali SpA
acquired for $354.3 million

Carphone Warehouse Group
PLC Friday agreed to buy the U.K. as-
sets of Italy-based Internet service
provider Tiscali SpA for £236 mil-
lion ($354.3 million). The company
will become the U.K.’s No. 2 broad-
band player when its U.K. residen-
tial and wholesale customers are
combined, behind BT Group PLC
and ahead of Virgin Media Inc. The
acquisition also makes it the U.K.’s
largest residential broadband pro-
vider, with 4.25 million customers
and over 25% of the market, and will
lift earnings per share by 10%, Car-
phone Warehouse said. The compa-
nies estimate savings of £40 million
to £50 million, thanks to the deal.
Tiscali put the assets up for sale
over a year ago with an estimated
price tag of as much as £600 million.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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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 05/07 USD 10.66 22.2 –24.2 –10.6

Parex Caspian Sea Eq EU EQ LVA 05/07 EUR 2.89 37.6 –67.3 –46.6

Parex Eastern Europ Bd EU BD LVA 05/07 USD 10.66 22.2 –24.2 –10.6

Parex Russian Eq EE EQ LVA 05/07 USD 13.71 58.3 –55.8 –26.6

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 05/08 USD 131.23 18.3 –39.1 –16.6

PF (LUX)-Asian Eq-Pca AS EQ LUX 05/08 USD 125.57 18.0 –39.7 –17.3

PF (LUX)-Biotech-Pca OT EQ LUX 05/07 USD 250.75 –12.0 –22.7 –10.3

PF (LUX)-CHF Liq-Pca CH MM LUX 05/07 CHF 124.06 0.1 1.0 1.5

PF (LUX)-CHF Liq-Pdi CH MM LUX 05/07 CHF 93.64 0.1 1.0 1.5

PF (LUX)-Digital Comm-Pca OT EQ LUX 05/07 USD 88.59 8.9 –27.1 –14.4

PF (LUX)-East Eu-Pca EU EQ LUX 05/07 EUR 202.70 51.8 –52.7 –32.7

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/08 USD 116.48 25.0 –45.7 –19.2

PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/08 USD 377.44 24.1 –45.6 –19.6

PF (LUX)-Eu Indx-Pca EU EQ LUX 05/07 EUR 81.28 6.3 –34.9 –25.0

PF (LUX)-EUR Bds-Pca EU BD LUX 05/07 EUR 372.34 –0.3 3.3 1.0

PF (LUX)-EUR Bds-Pdi EU BD LUX 05/07 EUR 283.35 –0.3 3.3 1.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/07 EUR 129.91 4.0 –1.2 –1.1

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/07 EUR 91.33 4.0 –1.3 –1.1

PF (LUX)-EUR HiYld-Pca EU BD LUX 05/07 EUR 108.87 20.7 –22.4 –15.6

PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/07 EUR 63.11 20.7 –22.4 –15.6

PF (LUX)-EUR Liq-Pca EU MM LUX 05/07 EUR 135.47 0.6 3.0 3.2

PF (LUX)-EUR Liq-Pdi EU MM LUX 05/07 EUR 97.63 0.6 3.0 3.2

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/07 EUR 102.26 0.4 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/07 EUR 100.90 0.4 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 05/07 EUR 329.64 7.7 –39.0 –29.2

PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/07 EUR 107.15 5.9 –35.4 –28.0

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/07 USD 211.10 11.4 3.9 3.3

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/07 USD 143.61 11.4 3.9 3.3

PF (LUX)-Gr China-Pca AS EQ LUX 05/08 USD 268.34 26.1 –31.7 –6.8

PF (LUX)-Indian Eq-Pca EA EQ LUX 05/08 USD 221.18 15.4 –43.9 –18.7

PF (LUX)-Jap Index-Pca JP EQ LUX 05/08 JPY 8678.84 6.5 –34.6 –27.3

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/08 JPY 7534.31 3.2 –39.5 –32.2

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/08 JPY 7338.04 3.0 –39.9 –32.6

PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/08 JPY 4120.27 5.0 –36.3 –29.2

PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/08 USD 191.52 21.0 –37.2 –17.3

PF (LUX)-Piclife-Pca CH BA LUX 05/07 CHF 715.84 3.8 –11.5 –10.2

PF (LUX)-PremBrnds-Pca OT EQ LUX 05/07 EUR 49.61 12.4 –27.1 –23.9

PF (LUX)-Rus Eq-Pca OT OT LUX 05/07 USD 37.75 65.3 –61.1 NS

PF (LUX)-Security-Pca GL EQ LUX 05/07 USD 77.64 8.7 –21.6 –16.4

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/07 EUR 368.42 12.9 –35.6 –28.2

PF (LUX)-US Eq-Ica US EQ LUX 05/07 USD 83.95 2.8 –31.9 –18.9

PF (LUX)-USA Index-Pca US EQ LUX 05/07 USD 73.23 1.0 –33.7 –21.3

PF (LUX)-USD Gov Bds-Pca US BD LUX 05/07 USD 508.06 –4.2 6.1 6.2

PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/07 USD 372.80 –4.2 6.1 6.2

PF (LUX)-USD Liq-Pca US MM LUX 05/07 USD 130.67 0.4 1.7 2.8

PF (LUX)-USD Liq-Pdi US MM LUX 05/07 USD 85.32 0.4 1.7 2.8

PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/07 USD 101.50 0.2 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/07 USD 100.78 0.2 NS NS

PF (LUX)-Water-Pca GL EQ LUX 05/07 EUR 106.76 3.6 –24.6 –18.5

PF (LUX)-WldGovBds-Pca GL BD LUX 05/08 USD 154.61 –6.2 –0.6 6.1

PF (LUX)-WldGovBds-Pdi GL BD LUX 05/08 USD 127.97 –6.2 –0.6 6.1

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/07 USD 41.03 –1.2 NS 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 05/07 USD 9.50 21.2 –27.0 –19.3

Japan Fund USD JP EQ IRL 05/08 USD 13.86 –5.7 –17.2 –12.9

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 03/31 USD 127.32 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 03/31 USD 6.99 3.6 –55.3 –27.8

Europn Conviction USD B EU EQ CYM 03/31 USD 126.59 0.2 17.5 10.0

Europn Forager USD B OT OT CYM 03/31 USD 175.87 –1.7 –18.7 –5.0

Latin America USD A GL EQ CYM 03/31 USD 13.88 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 03/31 USD 168.42 1.5 0.7 2.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 05/06 USD 80.77 23.4 –38.2 –17.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/07 EUR 567.62 0.7 –36.3 NS

Core Eurozone Eq B EU EQ IRL 05/07 EUR 662.77 0.8 –36.4 NS

Euro Fixed Income A EU BD IRL 05/07 EUR 1124.29 –0.7 –8.8 –6.0

Euro Fixed Income B EU BD IRL 05/07 EUR 1195.60 –0.5 –8.2 –5.4

Euro Small Cap A EU EQ IRL 05/07 EUR 967.40 14.1 –39.5 –33.5

Euro Small Cap B EU EQ IRL 05/07 EUR 1032.23 14.3 –39.1 –33.1

Eurozone Agg Eq A EU EQ IRL 05/07 EUR 521.93 5.0 –38.3 –29.2

Eurozone Agg Eq B EU EQ IRL 05/07 EUR 747.16 5.2 –37.9 –28.8

Glbl Bd (EuroHdg) A GL BD IRL 05/07 EUR 1222.56 2.1 –5.0 –2.6

Glbl Bd (EuroHdg) B GL BD IRL 05/07 EUR 1292.61 2.3 –4.4 –2.0

Glbl Bd A EU BD IRL 05/07 EUR 1015.09 3.5 3.1 –1.3

Glbl Bd B EU BD IRL 05/07 EUR 1076.41 3.7 3.7 –0.7

Glbl Real Estate A OT EQ IRL 05/07 USD 640.35 –3.9 –50.8 –34.4

Glbl Real Estate B OT EQ IRL 05/07 USD 657.58 –3.7 –50.6 –34.0

Glbl Real Estate EH-A OT EQ IRL 05/07 EUR 602.09 –4.0 –48.8 –35.0

Glbl Real Estate SH-B OT EQ IRL 05/07 GBP 56.38 –4.9 –49.2 –34.5

Glbl Strategic Yield A EU BD IRL 05/07 EUR 1283.04 13.5 –14.8 –8.2

Glbl Strategic Yield B EU BD IRL 05/07 EUR 1367.55 13.7 –14.2 –7.6

Japan Equity A JP EQ IRL 05/07 JPY 11110.00 7.5 –35.5 –28.0

Japan Equity B JP EQ IRL 05/07 JPY 11795.00 7.7 –35.1 –27.6

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/07 USD 1589.86 23.6 –36.0 –17.0

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/07 USD 1690.08 23.9 –35.6 –16.5

Pan European Eq A EU EQ IRL 05/07 EUR 763.14 6.2 –37.5 –28.1

Pan European Eq B EU EQ IRL 05/07 EUR 810.35 6.4 –37.2 –27.7

US Equity A US EQ IRL 05/07 USD 701.29 4.8 –36.0 –21.2

US Equity B US EQ IRL 05/07 USD 747.97 5.1 –35.6 –20.8

US Small Cap A US EQ IRL 05/07 USD 1032.65 2.7 –34.9 –23.6

US Small Cap B US EQ IRL 05/07 USD 1102.02 2.9 –34.5 –23.2

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/08 SEK 64.40 7.0 –38.4 –28.7

Choice Japan Fd JP EQ LUX 05/08 JPY 47.19 5.0 –34.2 –29.9

Choice Jpn Chance/Risk JP EQ LUX 05/08 JPY 47.54 6.1 –41.8 –31.0

Choice NthAmChance/Risk US EQ LUX 05/08 USD 3.23 15.3 –37.1 –20.5

Europe 2 Fd EU EQ LUX 05/08 EUR 0.76 9.7 –40.6 –30.5

Europe 3 Fd EU EQ LUX 05/08 EUR 3.28 7.4 –41.6 –31.3

Global Chance/Risk Fd GL EQ LUX 05/08 EUR 0.51 7.9 –30.6 –24.0

Global Fd GL EQ LUX 05/08 USD 1.73 3.7 –39.1 –23.9

Intl Mixed Fd -C- NO BA LUX 05/08 USD 22.89 –0.4 –30.4 –16.3

Intl Mixed Fd -D- NO BA LUX 05/08 USD 16.15 –0.4 –30.4 –15.2

Wireless Fd OT EQ LUX 05/08 EUR 0.12 23.8 –27.0 –19.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/08 USD 5.65 24.7 –31.0 –14.3

Currency Alpha EUR -IC- OT OT LUX 05/08 EUR 10.64 –2.5 2.3 2.6

Currency Alpha EUR -RC- OT OT LUX 05/08 EUR 10.57 –2.7 1.9 2.3

Currency Alpha SEK -ID- OT OT LUX 05/08 SEK 102.78 –2.7 2.1 NS

Currency Alpha SEK -RC- OT OT LUX 05/08 SEK 110.93 –2.7 1.9 2.3

Generation Fd 80 OT OT LUX 05/08 SEK 6.93 8.5 –20.6 NS

Nordic Focus EUR NO EQ LUX 05/08 EUR 62.59 25.5 –33.3 NS

Nordic Focus NOK NO EQ LUX 05/08 NOK 67.37 25.5 –33.3 NS

Nordic Focus SEK NO EQ LUX 05/08 SEK 69.99 25.5 –33.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/08 USD 1.47 5.8 –34.7 –22.6

Ethical Global Fd GL EQ LUX 05/08 USD 0.64 4.4 –38.0 –24.4

Ethical Sweden Fd NO EQ LUX 05/08 SEK 35.87 24.8 –18.1 –15.0

Europe Fd EU EQ LUX 05/08 USD 1.72 5.6 –32.7 –25.5

Index Linked Bd Fd SEK OT BD LUX 05/08 SEK 12.88 –1.5 0.8 3.1

Medical Fd OT EQ LUX 05/08 USD 2.64 –7.9 –23.1 –17.2

Short Medium Bd Fd SEK NO MM LUX 05/08 SEK 9.23 0.8 2.6 2.9

Technology Fd OT EQ LUX 05/08 USD 1.86 19.7 –29.4 –14.3

World Fd NO BA LUX 05/08 USD 1.82 9.8 –32.6 –14.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/08 EUR 1.27 0.0 0.8 1.7

Short Bond Fd SEK NO MM LUX 05/08 SEK 21.83 1.3 2.7 3.0

Short Bond Fd USD US MM LUX 05/08 USD 2.49 –0.3 0.7 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/08 SEK 9.91 –1.5 –4.2 –1.0

Alpha Bond Fd SEK -B- NO BD LUX 05/08 SEK 8.89 –1.5 –4.2 –1.0

Alpha Bond Fd SEK -C- NO BD LUX 05/08 SEK 24.81 –1.6 –4.3 –1.1

Alpha Bond Fd SEK -D- NO BD LUX 05/08 SEK 8.26 –1.6 –4.3 –1.1

Alpha Short Bd SEK -A- NO MM LUX 05/08 SEK 11.00 1.8 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/08 SEK 10.32 1.8 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/08 SEK 21.52 1.8 3.2 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/08 SEK 8.95 1.8 3.2 3.3

Bond Fd SEK -C- NO BD LUX 05/08 SEK 41.54 0.0 8.2 5.5

Bond Fd SEK -D- NO BD LUX 05/08 SEK 12.46 0.0 6.9 4.9

Corp. Bond Fd EUR -C- EU BD LUX 05/08 EUR 1.11 1.6 –7.0 –3.4

Corp. Bond Fd EUR -D- EU BD LUX 05/08 EUR 0.87 1.6 –7.3 –3.6

Corp. Bond Fd SEK -C- NO BD LUX 05/08 SEK 10.80 0.5 –11.6 –5.8

Corp. Bond Fd SEK -D- NO BD LUX 05/08 SEK 8.48 0.5 –11.5 –5.7

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/08 EUR 105.35 1.4 6.3 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/08 EUR 104.87 1.3 5.9 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 05/08 SEK 1101.14 1.3 5.9 NS

Flexible Bond Fd -C- NO BD LUX 05/08 SEK 21.19 1.6 6.0 4.4

Flexible Bond Fd -D- NO BD LUX 05/08 SEK 12.00 1.6 6.0 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/08 SEK 78.08 –2.5 –23.0 –15.1

Global Hedge I SEK -D- OT OT LUX 05/08 SEK 71.35 –2.5 –25.2 –16.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/08 USD 1.95 26.6 –38.3 –12.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/08 SEK 23.52 40.1 –18.8 –14.2

Europe Chance/Risk Fd EU EQ LUX 05/08 EUR 840.04 10.2 –44.2 –32.6

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 04/30 USD 885.59 –5.8 –54.4 –13.3

UAE Blue Chip Fund Acc OT OT ARE 04/30 AED 4.99 8.9 NS –18.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 05/06 EUR 27.55 –2.9 –6.5 –1.0

Bonds Eur Corp A OT OT LUX 05/06 EUR 21.49 3.7 –2.0 –1.7

Bonds Eur Hi Yld A OT OT LUX 05/06 EUR 15.48 16.4 –23.8 –17.0

Bonds EURO A OT OT LUX 05/07 EUR 39.72 0.6 6.3 4.2

Bonds Europe A OT OT LUX 05/07 EUR 37.98 0.3 6.0 3.3

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 05/06 USD 33.24 5.4 4.0 5.1

Bonds World A OT OT LUX 05/07 USD 38.30 –3.8 –2.1 5.6

Eq. China A OT OT LUX 05/07 USD 17.86 19.5 –33.6 –10.1

Eq. ConcentratedEuropeA OT OT LUX 05/07 EUR 22.13 7.4 –38.1 –29.0
Eq. Eastern Europe A OT OT LUX 05/07 EUR 17.24 30.4 –54.8 –34.0
Eq. Equities Global Energy OT OT LUX 05/07 USD 15.21 6.7 –44.8 –15.5
Eq. Euroland A OT OT LUX 05/07 EUR 9.03 –1.5 –38.6 –29.7
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/07 EUR 15.07 9.7 –33.5 –21.3
Eq. EurolandFinancialA OT OT LUX 05/07 EUR 9.33 10.7 –44.5 –34.8
Eq. Glbl Emg Cty A OT OT LUX 05/07 USD 7.26 21.5 –44.3 –17.4
Eq. Global A OT OT LUX 05/07 USD 21.46 2.0 –39.9 –26.0
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 05/07 USD 23.00 10.0 –20.0 –7.1
Eq. Japan Sm Cap A OT OT LUX 05/07 JPY 884.19 –2.4 –36.8 –37.7
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 05/07 USD 7.50 17.5 –38.4 –16.7
Eq. US ConcenCore A OT OT LUX 05/07 USD 18.58 14.4 –25.1 –15.0
Eq. US Lg Cap Gr A OT OT LUX 05/07 USD 12.40 15.0 –37.7 –20.4
Eq. US Mid Cap A OT OT LUX 05/07 USD 23.04 15.0 –38.1 –17.1
Eq. US Multi Strg A OT OT LUX 05/07 USD 17.16 7.4 –38.8 –24.4
Eq. US Rel Val A OT OT LUX 05/07 USD 16.31 5.0 –40.7 –29.2
Eq. US Sm Cap Val A OT OT LUX 05/07 USD 12.85 –0.7 –43.7 –32.7
Eq. US Value Opp A OT OT LUX 05/07 USD 13.38 3.2 –43.8 –32.0
Money Market EURO A OT OT LUX 05/07 EUR 27.30 0.6 3.5 3.8
Money Market USD A OT OT LUX 05/07 USD 15.81 0.4 2.0 3.2

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/08 JPY 8714.00 1.3 –37.7 –34.8
YMR-N Japan Fund OT OT IRL 05/08 JPY 10003.00 6.0 –34.6 –30.3
YMR-N Low Price Fund OT OT IRL 05/08 JPY 13345.00 2.8 –33.0 –30.5
YMR-N Small Cap Fund OT OT IRL 05/08 JPY 5973.00 –6.9 –41.4 –38.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/08 JPY 4172.00 –0.7 –46.0 –35.3
Yuki 77 General JP EQ IRL 05/08 JPY 6339.00 7.4 –37.4 –30.2
Yuki 77 Growth JP EQ IRL 05/08 JPY 5945.00 0.5 –40.1 –35.9
Yuki 77 Income AS EQ IRL 05/08 JPY 4755.00 –7.0 –38.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/08 JPY 6573.00 5.3 –35.9 –31.7
Yuki Chugoku Jpn Gro JP EQ IRL 05/08 JPY 4941.00 –3.3 –40.9 –34.0
Yuki Chugoku JpnLowP JP EQ IRL 05/08 JPY 8087.00 –1.3 –30.2 –27.8
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 05/08 JPY 6879.00 1.6 –40.0 –33.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/08 JPY 4544.00 –0.1 –42.9 –32.9
Yuki Hokuyo Jpn Inc JP EQ IRL 05/08 JPY 5082.00 –3.7 –36.7 –30.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/08 JPY 4386.00 –6.8 –40.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/08 JPY 4291.00 1.0 –46.1 –35.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/08 JPY 4534.00 0.9 –46.2 –38.0
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/08 JPY 6391.00 4.8 –42.4 –33.6
Yuki Mizuho Jpn Gen OT OT IRL 05/08 JPY 8507.00 6.1 –34.9 –31.7
Yuki Mizuho Jpn Gro OT OT IRL 05/08 JPY 6275.00 0.4 –36.4 –34.7
Yuki Mizuho Jpn Inc OT OT IRL 05/08 JPY 7600.00 –4.4 –37.3 –31.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/08 JPY 5096.00 2.2 –37.1 –31.2
Yuki Mizuho Jpn LowP OT OT IRL 05/08 JPY 11462.00 1.1 –28.4 –27.7
Yuki Mizuho Jpn PGth OT OT IRL 05/08 JPY 7795.00 2.0 –40.7 –35.0
Yuki Mizuho Jpn SmCp OT OT IRL 05/08 JPY 5794.00 –5.5 –43.7 –38.2
Yuki Mizuho Jpn Val Sel OT OT IRL 05/08 JPY 5464.00 5.2 –34.3 –29.5
Yuki Mizuho Jpn YoungCo OT OT IRL 05/08 JPY 2316.00 –3.0 –49.8 –47.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/08 JPY 4805.00 6.8 –43.2 –34.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 05/08 JPY 3958.00 –9.3 –47.5 –38.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/08 JPY 5382.00 5.6 –36.3 –31.5

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 02/27 USD 34.46 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 03/31 USD 1358.87 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 03/31 USD 1753.22 0.7 –7.3 –3.1
CMA MultHdge Balncd OT OT CYM 03/31 USD 1252.26 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 03/31 USD 1712.79 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 03/31 USD 1002.36 –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 02/27 EUR 98.64 0.2 –23.0 –9.2
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 01/30 USD 2057.10 –0.5 –5.2 –4.7
Harmony Cap Ltd B EUR OT OT BMU 01/30 EUR 1990.70 –0.8 –4.6 –4.9
Harmony Cap Ltd D USD OT OT BMU 01/30 USD 1178.50 –0.5 –5.6 –5.1
Harmony Cap Ltd E EUR OT OT BMU 01/30 USD 1145.50 –0.8 –4.8 –5.2
Harmony Cap Ltd F GBP OT OT BMU 01/30 GBP 1002.20 –0.6 –4.0 –4.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 04/24 USD 614.93 36.3 –63.5 –37.8

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 03/31 EUR 218.46 1.7 16.8 30.0
Horseman EmMkt Opp USD GL EQ USA 03/31 USD 221.89 1.1 14.3 30.0
Horseman EurSelLtd EUR EU EQ GBR 03/31 EUR 212.41 1.5 8.0 18.3
Horseman EurSelLtd USD EU EQ GBR 03/31 USD 220.70 1.5 6.9 18.4
Horseman Glbl Ltd EUR GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9
Horseman Glbl Ltd USD GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 04/17 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 04/17 USD 1.77 0.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/17 EUR 74.38 –2.5 NS NS
Special Opp Inst EUR OT OT CYM 04/17 EUR 69.99 –2.5 NS NS
Special Opp Inst USD OT OT CYM 04/17 USD 78.87 –2.3 NS NS
Special Opp USD OT OT CYM 04/17 USD 77.61 –2.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 04/17 EUR 120.15 0.7 NS NS
GH Fund CHF Hdg OT OT JEY 04/17 CHF 99.68 –0.1 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 04/17 EUR 108.84 0.3 NS NS
GH Fund GBP Hdg OT OT JEY 04/17 GBP 118.46 0.5 NS NS
GH Fund Inst EUR OT OT JEY 04/17 EUR 88.51 6.0 NS NS
GH Fund Inst JPY OT OT JEY 03/31 JPY 8528.54 1.5 –13.5 NS
GH Fund Inst USD OT OT JEY 04/17 USD 99.44 0.8 NS NS
GH FUND S EUR OT OT CYM 04/17 EUR 113.81 0.7 NS NS
GH FUND S GBP OT OT JEY 04/17 GBP 118.39 0.6 NS NS
GH Fund S USD OT OT CYM 04/17 USD 133.08 0.8 NS NS
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 04/17 USD 124.66 0.6 NS NS
Leverage GH USD OT OT GGY 04/17 USD 97.87 0.3 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 04/17 CHF 85.28 1.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 04/17 EUR 92.31 2.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 04/17 GBP 99.51 2.7 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 04/17 EUR 97.77 2.1 NS NS
MultiAdv Arb S GBP OT OT CYM 04/17 GBP 102.43 2.7 NS NS
MultiAdv Arb S USD OT OT CYM 04/17 USD 111.14 2.6 NS NS
MultiAdv Arb USD OT OT GGY 04/17 USD 172.81 2.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 04/17 USD 108.10 1.0 NS NS
Asian AdbantEdge EUR OT OT JEY 04/17 EUR 91.65 3.3 NS NS
Asian AdvantEdge OT OT JEY 04/17 USD 166.91 3.0 NS NS
Emerg AdvantEdge OT OT JEY 04/17 USD 148.11 5.5 NS NS
Emerg AdvantEdge EUR OT OT JEY 04/17 EUR 82.94 5.6 NS NS
Europ AdvantEdge EUR OT OT JEY 04/17 EUR 115.65 0.3 NS NS
Europ AdvantEdge USD OT OT JEY 04/17 USD 122.07 0.0 NS NS
Japan AdvantEdge JPY OT OT JEY 04/17 JPY 7822.59 –3.2 NS NS
Japan AdvantEdge USD OT OT JEY 04/17 USD 91.21 –3.1 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 04/17 USD 87.03 1.4 NS NS
Trading AdvantEdge OT OT GGY 04/17 USD 145.21 –4.3 NS NS
Trading AdvantEdge EUR OT OT GGY 04/17 EUR 132.13 –4.0 NS NS
Trading AdvantEdge GBP OT OT GGY 04/17 GBP 139.46 –4.2 NS NS
US AdvantEdge OT OT JEY 04/17 USD 104.16 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 03/31 EUR 189.94 –22.8 –25.1 –12.0
Integrated Dir Trading EUR OT OT CYM 01/30 EUR 104.89 2.9 –1.1 7.0
Integrated Emg Markets EUR OT OT CYM 01/30 EUR 69.49 –2.4 –30.2 –15.0
Integrated European EUR OT OT CYM 01/30 EUR 149.76 0.5 3.5 0.3
Integrated Event Driven EUR OT OT CYM 01/30 EUR 82.99 1.4 –20.2 –8.9
Integrated Lg/Sh Sel F EUR OT OT CYM 01/30 EUR 86.33 0.8 –10.3 –3.1
Integrated MultSt B EUR OT OT VGB 01/30 EUR 116.51 3.2 –15.1 –5.6
Integrated Relative Value EUR OT OT CYM 01/30 EUR 90.62 1.1 –10.2 –3.0

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 05/01 USD 230.98 20.2 –67.3 –46.9
Antanta MidCap Fund EE EQ AND 05/01 USD 326.30 12.6 –81.4 –52.0
Meriden Opps Fund GL OT AND 05/06 EUR 83.16 –4.5 –22.9 –12.5
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 01/30 USD 1220.59 NS –14.9 –4.7

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 05/05 USD 64.13 –23.0 15.1 17.9

Superfund GCT USD* OT OT LUX 05/05 USD 2963.00 –18.9 5.0 8.2

Superfund Gold A (SPC) OT OT CYM 05/05 USD 1015.03 –12.7 1.0 17.4

Superfund Gold B (SPC) OT OT CYM 05/05 USD 1098.72 –18.5 0.9 17.3

Superfund Q-AG* OT OT AUT 05/05 EUR 7702.00 –12.1 6.2 9.1

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 04/30 EUR 1245.07 –3.8 –5.5 7.0

Winton Evolution GBP GL OT VGB 04/30 GBP 1224.31 –4.0 –5.2 8.0

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

Winton Evolution USD GL OT CYM 04/30 USD 1214.43 –3.9 –6.0 7.2

Winton Futures EUR GL OT VGB 04/30 EUR 198.70 –3.5 6.3 17.1

Winton Futures GBP GL OT VGB 04/30 GBP 214.09 –3.5 7.1 18.6

Winton Futures JPY Lead Series 2 GL OT VGB 04/30 JPY 14229.65 –3.6 3.9 14.2

Winton Futures USD GL OT VGB 04/30 USD 705.10 –3.9 5.5 17.2

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 05/01 EUR 134.25 13.0 –10.9 2.9

Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3

Zulauf Europe Fd USD OT OT CYM 05/01 USD 292.05 12.9 –9.2 5.3

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 03/31 USD 1251.33 –1.8 –1.8 –0.5 –18.7 –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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Pakistan faces tests it has failed before
Army’s ability to do any better against militants this time while caring for thousands displaced is far from clear

Girls displaced because of fighting in the Swat Valley area of Pakistan await their rations in a relief camp on Friday.
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By Yochi J. Dreazen

WASHINGTON—Senior leaders
of al Qaeda are using sanctuaries in
Pakistan’s lawless frontier regions
to plan new terror attacks and fun-
nel money, manpower and guid-
ance to affiliates around the world,
according to a top American mili-
tary commander.

Gen. David Petraeus, who over-
sees the wars in Iraq and Afghani-
stan, said in an interview that Paki-
stan has become the nerve center of
al Qaeda’s global operations, allow-
ing the terror group to re-establish
its organizational structure and
build stronger ties to al Qaeda off-
shoots in Iraq, Yemen, Somalia,
North Africa and parts of Europe.

The comments underscore a
growing U.S. belief that Pakistan
has displaced Afghanistan as al Qae-
da’s main stronghold.

In the interview, Gen. Petraeus
also warned of difficult months
ahead in Afghanistan, saying Tali-
ban militants are moving weapons
and forces into areas where the U.S.
is adding troops, planning a
“surge” of their own to counter the
U.S. plan.

The commander said the U.S.

had intelligence showing that the
Taliban were deploying new fight-
ers to southern Afghanistan, ap-
pointing new local commanders,
and prepositioning weapons and
other supplies.

“We have every expectation that
the Taliban will fight to retain the
sanctuaries and safe havens that
they’ve been able to establish,” he
said.

Senior Obama administration of-
ficials have spoken publicly for
weeks about the threat posed by Pa-
kistan. In late March, President
Barack Obama said that Pakistan’s
lawless border region had “become
the most dangerous place in the
world” for Americans.

Pakistani officials have acknowl-
edged that their country is facing a
growing threat from al Qaeda, the
Taliban and other armed Islamist
groups. Appearing at the White
House on Wednesday with Presi-
dent Hamid Karzai of Afghanistan
and Secretary of State Hillary Clin-
ton, Pakistan’s President Asif Ali
Zardari pledged to “stand with our
brother Karzai and the people of Af-
ghanistan against this common
threat, this menace, which I have
called a cancer.”

Pakistani Ambassador Hussein
Haqqani said in an email that his
government is “determined to elimi-
nate Al Qaeda and the terrorist Tali-
ban.” He added, “We have launched
a major offensive against the Tali-
ban and look forward to acting on
any actionable intelligence shared
with us by our American partners.”

U.S. officials once believed that
years of strikes had broken al Qae-
da’s leadership into smaller, less ef-
fective splinter groups. But in the in-
terview, Gen. Petraeus said U.S. in-
telligence information suggested
that al Qaeda has re-emerged as a
centrally directed organization ca-
pable of helping to plan attacks in
other countries. “There is a degree
of hierarchy, there is a degree of in-
terconnection, and there is cer-
tainly a flow of people, money, ex-
pertise, explosives and knowl-
edge,” he said.

Gen. Petraeus painted a picture of
a globalized al Qaeda that maintains
extensive logistical and communica-
tions links to terror groups in Mo-
rocco, Somalia and other countries.
He said militants and supplies pass
through southern Iran, helped by
Sunni Arab “facilitators” in the pre-
dominantly Shiite Persian country.

A ring of Tunisian suicide bomb-
ers who were recently appre-
hended in Iraq appear to have re-
ceived their directions from al
Qaeda figures in Pakistan as well,
he said. “There’s absolutely no ques-
tion about these links,” he said.

American intelligence agencies
have used drones to fire missiles at
dozens of militant targets inside Pa-
kistan in recent months, killing sev-
eral top al Qaeda figures. But U.S. of-
ficials acknowledge that al Qaeda’s
senior leadership has survived
those attacks.

Al Qaeda’s resurgence in Paki-
stan is posing a policy dilemma for
the Obama administration and se-
nior U.S. commanders like Gen. Pe-
traeus. Pakistan’s government
won’t allow U.S. military person-
nel into the country. That is forc-
ing the U.S. either to strike targets
from a distance, which doesn’t al-
ways work, or to rely on Pakistan’s
own security personnel, who have
so far been largely unwilling to
venture into al Qaeda’s remote
sanctuaries.

On Sunday, Gen. Petraeus
praised Pakistan on CNN for its of-
fensive to root out Taliban militants
sheltering al-Qaida.

Al Qaeda’s global base has shifted to Pakistan

Pakistan faces a dual test it has of-
ten failed before as soldiers again
square off against Taliban militants
in the Swat Valley: The country is
fighting a counterinsurgency cam-
paign while caring for those dis-
placed by the conflict.

For the past several days, Paki-
stan’s army and the Taliban have
been fighting sporadically along the
mountain ridges of Swat after a
peace deal collapsed. Pakistani offi-
cials say they are determined that
the offensive will continue until the
military asserts control over the
1,000-square-kilometer area.

But even with a fresh infusion of
U.S. military technology and training,
it is far from clear that the army will
do any better this time than last,
whenitwas ground to ahalt bythemil-
itants and entered a peace that gave
control of the valley to the Taliban.

“Everyone here believes they
[the Taliban] are coming back,” said
Akmal Ali, a 21-year-old in Takht
Bhai, an area near Swat that has so
far remained peaceful and nomi-
nally under government control.

He recounted how Taliban fight-
ers came through Takht Bhai last
week, just as the violence in Swat was
intensifying. They told barbers not to
shave customers and told music and
movie shops to shut down. “If this
game continues, the militants will
end up in Islamabad,” Mr. Ali said.

People fleeing the valley’s now-
daily bombardment say Taliban
fighters are blocking roads with
rocks and trees to keep residents
from escaping. Some of those who
are making it out say militants are
sneaking out with them, warning
men to keep their beards and a

close eye on their women and to get
ready for the consolidation of Tali-
ban rule in the area.

Pakistan’s success in preventing
that will go a long way toward deter-
mining whether the nuclear-armed
South Asian nation is able to re-
verse what top American officials
and many Pakistani observers in re-
cent weeks have warned was a slow
collapse that threatens the Ameri-
can mission in Afghanistan and the
stability of one of the world’s most
populous—and volatile—regions.

Pakistani army spokesman Maj.
Gen. Athar Abbas said 400 to 500 mil-
itants had been killed since the opera-
tion’s launch last week, the Associ-
ated Press reported on Sunday. The
army says 12,000 to 15,000 troops in

Swat face 4,000 to 5,000 militants.
The army accused militants of caus-
ing civilian casualties with indiscrim-
inate mortar fire. However, officials
have given no details of civilian casu-
alties, the AP said.

But front-line officers report
only slight gains against the mili-
tants in Swat and two neighboring
districts, Buner and Lower Dir.

“This is going to be hard fight-
ing, no quarter here. These miscre-
ants know the terrain. They are for-
midable,” said an army major in a
telephone interview.

Pakistan’s military, built for tank
battles and artillery duels against In-
dian forces on the plains of the sub-
continent, has struggled through a
series of campaigns in the past four

years against the Taliban across the
mountains of northwestern Paki-
stan. Most, like the 18-month battle
in Swat, ended in standstill.

The U.S. is stepping up its efforts
to try to reshape Pakistan’s military
into a force that can fight insurgents
in the rugged terrain along the Af-
ghan border, where the Taliban and
al Qaeda have flourished since being
pushed from Afghanistan by
U.S.-led forces in 2001.

U.S. and Pakistani officials say
the Americans will provide night-vi-
sion goggles and more helicopters.
There are also plans to train Paki-
stani soldiers in counterinsurgency
doctrine and wean them from their
reliance on artillery and air power,
which often flattens villages and

kills more civilians than insurgents.
Still, U.S. officials privately ques-

tion whether Pakistan’s top brass,
many of whom still see India as the
real threat, are committed to reori-
enting their forces.

“Look at what they’re doing right
now,” said a U.S. official in Washing-
ton, referring to the airstrikes and ar-
tillery bombardment against Taliban
positions in Swat over the past few
days. “This is why they keep losing.”

Fleeing residents said innocents
were being killed in the military’s
bombardment. “We saw many bod-
ies rotting,” said Arsala Khan, a
farmer who had fled to Dargai,
south of Swat, from the valley’s
main town, Mingora.

The U.N. refugee agency said Fri-
day in Geneva that 500,000 people
fled the fighting in the past few days,
bringing thetotal number of those dis-
placed since August to one million.
Many are crowded into camps that
are fast becoming squalid, their confi-
dence waning that the government
will provide for and protect them.

Prime Minister Yousuf Raza Gi-
lani said on Thursday that the gov-
ernment was setting aside $12 mil-
lion for the refugees and appealed
for help from abroad.

“We left everything behind, our
wheat crops and small businesses,”
says Ghani Akbar, 37 years old, who
fled Swat this week. He is now living
with more than 1,000 others in
neatly laid-out tents at a refugee
camp in the town of Chota Lahore.
“Our children ask for fruit and
meat,” he says, “but I have only 100
rupees,” about $1.30.

Mr. Akbar, like many of the other
refugees, expressed disdain for the
Taliban, whom he called “rascals.”

Still, the fear in Pakistan and the
West is that refugees like Mr. Akbar,
left with few prospects and little
hope, are easy prey for the Taliban
militants who inevitably infiltrate
such camps, recruiting sympathiz-
ers and intimidating the rest.

By Sudeep Reddy

WASHINGTON—Pakistani Presi-
dent Asif Ali Zardari declined to re-
veal the location of his country’s nu-
clear arsenal, even as he argued for
more U.S. aid to help fight Taliban
forces threatening Pakistan’s security.

Mr. Zardari, speaking on NBC
News’s “Meet the Press” airing Sun-
day, said the site of the nation’s arse-
nal is “a sovereignty issue. We have a
right to our sovereignty.” He sug-
gested that Pakistan isn’t expanding
its nuclear-weapons cache.

The safety of Pakistan’s nuclear ar-
senal has gained new attention as Tali-
ban forces have sought to expand
their presence beyond the Swat val-
ley, about 130 kilometers from Islama-
bad. Mr. Zardari said that the U.S.
shares responsibility for defeating
Taliban forces within the country, and
that its aid to Pakistan is inadequate.

U.S. Gen. David Petraeus, speaking
on “Fox News Sunday,” welcomed Pa-
kistan’s latest efforts, saying “the next
few weeks will be very important in
this effort to roll back” the Taliban.

Zardari declines
to reveal location
of nuclear bombs
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By Matthew Rosenberg
in New Delhi, Rehmat Mehsud
in Takht Bhai, Pakistan,
and Zahid Hussain
in Dargai, Pakistan
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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 05/07 GBP 6.72 0.9 –26.5 –15.7

Andfs. Borsa Global GL EQ AND 05/07 EUR 5.48 –5.5 –37.8 –25.1

Andfs. Emergents GL EQ AND 05/07 USD 12.66 26.6 –40.0 –14.9

Andfs. Espanya EU EQ AND 05/07 EUR 10.53 –2.7 –35.0 –21.5

Andfs. Estats Units US EQ AND 05/07 USD 12.31 1.0 –35.5 –21.2

Andfs. Europa EU EQ AND 05/07 EUR 6.38 –1.7 –35.5 –25.3

Andfs. Franca EU EQ AND 05/07 EUR 8.06 –2.7 –36.0 –27.1

Andfs. Japo JP EQ AND 05/07 JPY 454.96 3.8 –35.7 –28.0

Andfs. Plus Dollars US BA AND 05/07 USD 8.35 –1.0 –20.6 –12.0

Andfs. RF Dolars US BD AND 05/07 USD 10.29 0.7 –10.0 –4.5

Andfs. RF Euros EU BD AND 05/07 EUR 9.18 2.5 –15.3 –10.0

Andorfons EU BD AND 05/07 EUR 12.11 1.6 –18.1 –12.9

Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1

Andorfons Mix 30 EU BA AND 05/07 EUR 7.96 –1.7 –27.8 –18.3

Andorfons Mix 60 EU BA AND 05/07 EUR 7.73 –4.9 –36.2 –24.0

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 04/30 USD 146307.27 8.5 –38.3 –22.6

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 05/08 EUR 9.77 –3.0 –4.4 –2.3
DJE-Absolut P GL EQ LUX 05/08 EUR 177.68 1.4 –24.6 –15.3
DJE-Alpha Glbl P EU BA LUX 05/08 EUR 157.10 2.1 –19.3 –11.5
DJE-Div& Substanz P GL EQ LUX 05/08 EUR 184.17 5.3 –21.1 –13.0
DJE-Gold&Resourc P OT EQ LUX 05/08 EUR 142.14 8.7 –22.5 –10.0
DJE-Renten Glbl P EU BD LUX 05/08 EUR 123.02 2.8 1.1 0.7
LuxPro-Dragon I AS EQ LUX 05/08 EUR 124.14 33.7 –18.0 –1.5
LuxPro-Dragon P AS EQ LUX 05/08 EUR 121.20 33.6 –18.4 –2.6
LuxTopic-Aktien Europa EU EQ LUX 05/08 EUR 14.74 2.9 –16.5 –9.2
LuxTopic-Pacific AS EQ LUX 05/08 EUR 11.42 26.2 –38.0 –21.9

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 04/30 USD 36.20 4.7 –49.2 –9.4

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 05/05 SAR 5.60 18.1 NS NS
EFG-Hermes Telecom OT EQ BMU 03/31 USD 24.85 –3.1 –28.2 –12.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 05/07 USD 285.05 16.1 –8.8 –3.5
Sel Emerg Mkt Equity GL EQ GGY 05/07 USD 157.45 20.2 –40.5 –16.3
Sel Euro Equity EUR US EQ GGY 05/07 EUR 79.26 7.4 –39.1 –29.2
Sel European Equity EU EQ GGY 05/07 USD 140.97 2.5 –48.0 –30.1
Sel Glob Equity GL EQ GGY 05/07 USD 150.12 4.5 –41.7 –27.2
Sel Glob Fxd Inc GL BD GGY 05/07 USD 125.54 –2.7 –16.0 –5.9
Sel Pacific Equity AS EQ GGY 05/07 USD 106.76 18.1 –36.9 –17.8
Sel US Equity US EQ GGY 05/07 USD 102.84 2.1 –36.0 –23.1
Sel US Sm Cap Eq US EQ GGY 05/07 USD 138.06 5.6 –35.8 –27.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/06 EUR 295.41 1.2 –14.4 –9.6
EPB Flexible 50/50 OT OT LUX 05/06 EUR 220.82 2.2 –21.0 –14.4
KBC Eq (L) Europe EU EQ LUX 05/07 EUR 412.45 6.1 –40.2 –29.3
KBC Eq (L) Japan JP EQ LUX 05/07 JPY 16487.00 –1.4 –38.5 –30.7
KBC Eq (L) NthAmer EUR US EQ LUX 05/07 EUR 460.81 0.9 –36.9 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/07 USD 673.74 1.5 –35.0 –21.1

KBL Key America EUR US EQ LUX 05/06 EUR 333.26 4.5 –40.4 –23.6
KBL Key America USD US EQ LUX 05/06 USD 350.78 5.4 –39.2 –22.3
KBL Key East Europe EU EQ LUX 05/06 EUR 1440.29 36.1 –51.2 –31.2
KBL Key Eur Sm Cie EU EQ LUX 05/06 EUR 708.78 12.7 –42.1 –33.0
KBL Key Europe EU EQ LUX 05/06 EUR 537.55 3.6 –31.7 –25.4
KBL Key Far East AS EQ LUX 05/06 USD 1070.45 18.6 –37.6 –18.9
KBL Key Major Em Mkts GL EQ LUX 05/06 USD 441.24 28.8 –49.4 –20.0
KBL Key NaturalRes EUR OT EQ LUX 05/06 EUR 409.37 20.2 –31.1 –14.7
KBL Key NaturalRes USD OT EQ LUX 05/06 USD 414.12 14.9 –41.1 –15.6

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 04/30 USD 39.93 17.0 –41.2 –20.1
LG Asian Plus AS EQ CYM 04/30 USD 40.40 6.9 –43.8 –18.7
LG Asian SmallerCo's AS EQ BMU 05/07 USD 68.66 24.5 –45.1 –34.2
LG India EA EQ MUS 05/07 USD 37.35 17.0 –48.0 –22.2
Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/07 EUR 21.22 –19.1 –60.2 –51.9
MP-TURKEY.SI OT OT SVN 05/07 EUR 24.43 25.1 –34.8 –27.0
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By Ting-I Tsai

And Jason Dean

TAIPEI—More Taiwanese finan-
cial institutions offered to buy back
securities totaling more than $500
million that they sold from Private
Equity Management Group Inc.,
amid a U.S. inquiry into alleged
fraud by the California investment
firm and its founder, Danny Pang.

The five Taiwanese companies
join two others that have an-
nounced repurchase plans for struc-
tured notes they distributed from
Private Equity Management, or
PEMGroup. Together, the seven
companies sold nearly $800 million
of PEMGroup financial products to
investors, mainly in Taiwan, not in-
cluding securities that have ma-
tured, according to figures from the
companies and the island’s Finan-
cial Supervisory Commission. The
regulator has pressured the institu-
tions to ensure that Taiwanese in-
vestors in the securities are pro-
tected.

The buybacks are likely to limit
the public scope of any potential
losses from the PEMGroup case. Tai-
wanese regulators have said that

some 16,000 investors bought notes
from PEMGroup through local insti-
tutions, and the government has
been concerned about the political
repercussions. In addition to numer-
ous individual investors, at least
two Taiwanese companies also have
acknowledged buying PEMGroup se-
curities: MediaTek Inc., a
semiconductor design com-
pany; and Yulon Motor Co.,
a car maker.

Mr. Pang is under inves-
tigation by the U.S. Securi-
ties and Exchange Commis-
sion, which filed a civil suit
in April accusing him and
PEMGroup of running a
fraud involving funds
raised mostly from Taiwan.
The SEC at the time had his
assets and those of PEM-
Group frozen by a court.

On Thursday, the court-ap-
pointed receiver, Robert Mosier,
criticized the California financier
for running his investment firm like
a “personal piggy bank.” He alleged
in a federal court filing that more
than $80 million in questionable
personal and business expenses
were financed by the firm's inves-
tors.

The receiver’s report suggests
that investors, currently owed prin-
cipal of $823 million, could face
large losses. He estimates a quick liq-
uidation of PEMGroup’s assets
would bring $213 million, while a

more orderly sale could raise $426
million.

A transfer of $9.8 million to com-
panies controlled by Mr. Pang, the re-
ceiver wrote, “may rise to the level
of theft.”

A spokesman for Mr. Pang criti-
cized the receiver for exceeding his

authority and said Mr. Pang
plans to ask the court to
name a different receiver.

Separately, the SEC said
in a filing Thursday that tes-
timony from insiders pro-
vided more evidence the
firm operated a “Ponzi-like
scheme” and “routinely
used funds from new inves-
tors to pay returns to exist-
ing investors.”

Mr. Pang came under
scrutiny after an April 15 ar-
ticle in The Wall Street Jour-

nal that said some of his claimed edu-
cational and work credentials
couldn’t be verified. The article also
aired allegations by a fired ex-presi-
dent of PEMGroup that part of the
fund involved a Ponzi scheme. Mr.
Pang has denied those allegations
and defended his credentials as accu-
rate.

Assessment of the exact scope of
the potential problem in Taiwan has
been hampered by poor communica-
tion among some of the companies
involved and regulatory officials.
The Financial Supervisory Commis-
sion said last month that a total of

six banks in Taiwan had sold more
than $740 million of securities from
PEMGroup, a limited tally that re-
lied only on figures from the bank-
ing division.

In the past week, the regulator’s
securities division identified a sev-
enth, Hua Nan Securities, that said
it sold about $51 million of the prod-
ucts. Hua Nan Securities is a unit of
Hua Nan Financial Holdings Co.,
whose Hua Nan Commercial Bank
also sold about $205 million of
PEMGroup securities in Taiwan.
But the parent company said early
last week that it wasn’t aware of
how the issue affected its two sub-
sidiaries.

On Friday, both units of Hua Nan
Financial said they would buy back
PEMGroup securities they sold.

Cosmos Bank Taiwan, which is
majority-owned by General Electric
Co. and hedge fund SAC Capital Ad-
visors LLC, said it would repurchase
about $49 million of outstanding
PEMGroup securities it sold, while
Taichung Commercial Bank, in an
earlier statement, said it will buy
back $70.6 million of securities.

SinoPac Financial Holdings Co.,
which sold $146 million of PEM-
Group notes still outstanding to in-
vestors through its Hong Kong of-
fice, said it would buy back those se-
curities if PEMGroup failed to repay
the notes as they come due over the
next two years.

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

Fannie needs U.S. injection of $19 billion

More banks to rebuy PEMGroup notes
Purchases will limit
Taiwan public losses
amid fraud inquiry

Danny Pang
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By James R. Hagerty

Fannie Mae says it will need an
infusion of $19 billion from the U.S.
Treasury after recording a loss of
$23.17 billion for the first quarter
as defaults continued to batter the
government-backed mortgage com-
pany.

Fannie, which had a loss of
$2.19 billion a year earlier, didn’t is-
sue a forecast but said Friday that
it didn’t expect “to operate profit-
ably for the foreseeable future.”

The Treasury has agreed to pro-
vide as much as $200 billion of capi-
tal to Fannie—and the same to its
main rival, Freddie Mac—by buy-
ing preferred stock paying 10% divi-
dends. Regulators in September
took control of Fannie and Freddie,
the biggest providers of funds for
home mortgages. The latest call for
capital will bring the total pro-
vided to Fannie to about $34 bil-
lion. Freddie, which is expected to

report results within a few days,
has received about $45 billion.

Fannie’s loss was mainly the re-
sult of a provision of $20.3 billion
for future credit losses, stemming
from the biggest wave of foreclo-
sures since the 1930s. The com-
pany also had $5.7 billion of write-
downs on mortgage securities cre-
ated by Wall Street firms and lend-
ers during the housing boom.
These securities are backed by
subprime and Alt-A mortgages.
Many Alt-A loans allowed borrow-
ers to avoid documenting their in-
come or assets.

Although subprime and Alt-A
loans were by far the worst per-
formers, Fannie said it also was see-
ing higher defaults on prime mort-
gages as house prices fell and unem-
ployment climbed.

Fannie and Freddie buy home
loans from banks and turn most of
them into securities for sale to
other investors. They are suffering

huge losses largely because they
are entirely focused on the weak
housing market. Big banks, even
ones with large mortgage expo-
sures, are more diversified, and
benefited in the first quarter from
a surge in mortgage refinancing.
The losses at Fannie and Freddie
also reflect a need to catch up on
loss reserves that were too low un-
til recently, said Bose George, an an-
alyst at Keefe, Bruyette & Woods
Inc.

Wells Fargo & Co., which re-
ported earnings of $3.05 billion in
the first quarter, had an allowance
for credit losses covering 2.7% of to-
tal loans as of March 31. Bank of
America Corp., which earned
$4.2 billion in the latest quarter,
had an allowance of 3% of total
loans and leases as of the same
date. By contrast, Fannie’s loss re-
serves covered about 1.4% of the
mortgages it owns or guarantees
as of March 31, up from just 0.83%

as of Dec. 31.
Mr. George said he expects Fan-

nie and Freddie to continue build-
ing up loss reserves rapidly for at
least the next few quarters. He
noted that the “fair” value, or esti-
mated market value, of Fannie’s as-
sets was $110.3 billion less than lia-
bilities as of March 31. That, he
said, provides a rough idea of the
additional losses Fannie may
record from the housing bust, net
of revenues.

Fannie and Freddie used to get
by with relatively low loss reserves
because the home loans they guar-
anteed were considered safe. But
the two companies, seeking to re-
gain lost market share, loaded up
on riskier subprime and Alt-A
loans in 2006 and 2007 just as the
housing market was starting to
tank. Alt-A loans total 9.7% of Fan-
nie’s single-family loan business
but accounted for 39% of credit
losses in the latest quarter.

By Hassan Hafidh

And Spencer Swartz

AMMAN—The Iraqi federal oil
ministry said Sunday it will allow
the autonomous Kurdish govern-
ment in northern Iraq to start ex-
porting crude oil in June to world
markets after blocking such ship-
ments for the past two years.

The Kurds and the central gov-
ernment, which grants all oil-export
licenses, have been at odds since
2007 over Iraq’s draft hydrocarbons
law and oil contracts that the Kurds
signed with foreign companies.

Despite those issues being still un-
resolved, Baghdad—under in-
creased financial strain because of
weak oil prices and falling revenue—
will allow the Kurds to begin export-
ing 60,000 barrels a day from June 1,
oil ministry spokesman Assem Jihad
said. “We are agreeing to the ex-
ports,” he said. The Kurds said Fri-
day they would start exports regard-
less of the ministry’s approval.

Mr. Jihad didn’t say why Bagh-
dad had reversed itself, but it is
likely that the central government’s
need for more revenue played a part
in its decision. The government has
slashed its 2009 budget three times
because of falling oil prices.

Baghdad’s acquiescence is also
welcome news for the small foreign
oil companies, including Norway’s
DNO International ASA, that have
plowed hundreds of millions of dol-
lars into finding and producing oil in
Kurdish Iraq but haven’t been able
to export a single barrel.

It is unclear whether the start-up
of Kurdish crude exports could help
soften hard bargaining positions
that Baghdad and Erbil, home to the
Kurdish government, have adopted
on the draft oil law and the Kurdish
contracts. Iraqi Oil Minister Hussain
al-Shahristani has said in recent
days that Baghdad still won’t recog-
nize the roughly 25 contracts the
Kurdish government has signed
with foreign oil companies. In those
deals, the Kurds allow companies to
book some level of crude reserves
they discover as their assets, a con-
cession Baghdad hates and thinks is
against the national interest.

The Kurdish government on Sun-
day welcomed Baghdad’s decision.

Mr. Jihad said the oil ministry’s
State Oil Marketing Organization
will handle the sale and marketing
of Kurdish exports, which will be
shipped via a major pipeline that
snakes to a big export terminal in
Ceyhan, Turkey.

Iraq ends ban,
allows Kurds
to export oil
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Pope faces tests as he reaches out to Israelis
Vatican emphasizes
visit is religious,
not a political foray

Iranian court’s verdict
awaited in Saberi case

A nun in Jerusalem’s Old City on Sunday walks past posters welcoming Pope Benedict XVI on his trip to Israel.

Manuel wins South African post

By Farnaz Fassihi

TEHRAN, Iran—An appeals court
on Sunday reviewed the espionage
charges against Iranian-American
journalist Roxana Saberi but didn’t
announce a verdict.

Ms. Saberi, 32 years old, has been
in detention for nearly three months.
On April 18, Iran’s Revolu-
tionary Court charged her
with spying for the U.S. and
sentenced her to eight years
in prison.

Initially, Ms. Saberi told
her family she was arrested
for purchasing wine. Ira-
nian officials then said she
was detained because she
had continued working af-
ter her press credentials
were revoked in 2006. A few
weeks later, the allegations
against her changed to espionage.

Sunday’s session occurred be-
hind closed doors. A three-judge
panel was present in the court, as
well as Ms. Saberi and her defense
team: Abdolsamad Khorramshahi
and prominent human-rights lawyer
Saleh Nikbakht.

Mr. Khorramshahi said that Ira-
nian law prevents him from discuss-
ing the details of the hearing but
that the session was “overall posi-
tive.” He said he expected a decision
within days. “I am optimistic about
the final outcome and based on to-
day’s session, I think we can expect
at least a significant reduction of
her sentence,” he said.

Ms. Saberi arrived at court look-
ing thin and tired. She appeared con-

fused, at one point asking if the ap-
peals hearing was occurring today,
according to media reports. Her fa-
ther had a chance to speak briefly
with his daughter afterward, accord-
ing to Mr. Khorramshahi.

Ms. Saberi ended a two-week
hunger strike last week after she
was briefly hospitalized for refus-

ing to take liquids, accord-
ing to her family. Her Ira-
nian-born father and Japa-
nese mother, Akiko, came
to Tehran from their
hometown of Fargo, N.D.,
to secure her release.
Iran’s judiciary has de-
nied that Ms. Saberi was
on a hunger strike.

Initially, Ms. Saberi told
her family she was ar-
rested for purchasing
wine, which is illegal in

Iran. Iranian officials then said she
was detained because she had con-
tinued working after her press cre-
dentials were revoked in 2006. A
few weeks later, the allegations
against her changed to espionage.

Her sentencing has raised ten-
sions between Iran and the U.S. at a
time of diplomatic overtures.

Ms. Saberi moved to Iran six
years ago to freelance. Her work ap-
peared on National Public Radio, the
BBC, CBC and Fox News. She contin-
ued to live in Iran after her press cre-
dentials were revoked to research a
book, according to her family.

On Sunday, judiciary spokes-
man Ali Reza Jamshidi said the ap-
peals-court ruling will be “fair and
based on the law.”

By Charles Levinson

JERUSALEM—Pope Benedict
XVI arrives in Israel Monday, shoul-
dering 2,000 years of often-rocky
ties between Catholics and Jews.

Pope Benedict has done much
over the course of his career in the
Vatican to address that
troubled history, but many
sore points remain. His task
is complicated by the fact
that during his trip he will
be simultaneously working
to improve relations with
Jews and with Muslims.
Any conciliatory gesture to
Israel will likely be seen as
an affront to Palestinians,
and vice versa.

The Vatican has empha-
sized the visit is a religious
pilgrimage, not a foray into
politics.

“The pope is not coming to dis-
cuss issues or quarrel over this or
that,” said the Vatican’s nuncio in
Jerusalem, Archbishop Antonio
Franco. “We have to be very prudent
to avoid some problems.”

The pope’s handlers already
have shown they are being careful
about sensitivities on both sides.
The Vatican protested a decision to
have Jerusalem’s Mayor Nir Barkat
speak at an evening welcome party

because the Vatican doesn’t recog-
nize Israeli sovereignty over east
Jerusalem.

Meanwhile, Palestinians are up-
set that the pope has refused to
speak on a stage they erected next to
the separation barrier that walls off
the West Bank from Israel proper.

“Everything he says and does
will be subjected to constant scru-
tiny to see if he’s skewing one way or
the other,” said John L. Allen Jr., au-
thor of “The Rise of Benedict XVI.”
“It’s going to be a high-wire act.”

Israel and the Vatican signed a
treaty establishing diplo-
matic ties in 1993, but Isra-
el’s parliament has yet to
ratify the agreement. The
status of church properties
in Jerusalem and valuable
tax exemptions remain
points of contention.

This is only the third
visit by a pope to the Holy
Land. Still, the history of
those visits demonstrates
the progress in Israeli-Vati-
can ties. Pope Paul VI, dur-
ing his visit in 1964, stayed

only 11 hours, never once called Is-
rael by name, and avoided using the
word Jews. He refused to meet Isra-
el’s chief rabbi.

Pope Benedict’s predecessor
John Paul II’s 2000 visit was widely
praised. But John Paul waited until
midway through his visit to meet
with Israel’s president. Pope Bene-
dict’s first stop is a visit with Presi-
dent Shimon Peres.

“If you look at it from a historical
perspective, one has to understand

how much has been achieved in
terms of reconciliation between Is-
rael and the Vatican, and between
Jews and Catholics, in the past 50
years,” said Israeli government
spokesman Mark Regev. “Obviously,
there are still challenges ahead.”

One such challenge will be the
pope’s second stop on Monday, the
Yad Vashem Holocaust memorial.

He will skip the museum. Inside, a
photo of the World War II pope, Pius
XII, who is on track for sainthood,
hangs with a caption accusing the
pope of failing to speak out against
the Holocaust, a view the Vatican
disputes.

Vatican spokesman Rev. Feder-
ico Lombardi said tension over Pius
XII’s legacy “is a separate issue that

has nothing to do with how his trip
was organized.” The pope’s decision
to skip the museum was because his
schedule is packed, Father Lom-
bardi said. Pope Benedict’s predeces-
sor John Paul II didn’t tour the mu-
seum either when he visited the me-
morial in 2000.

 —Stacy Meichtry in Rome
contributed to this article.

By Nicolas Brulliard

JOHANNESBURG, South Africa—
Trevor Manuel, South Africa’s re-
vered and longtime finance minis-
ter, is set to exert even more influ-
ence over policy making in Africa’s
largest economy after he was named
Sunday to head a new national plan-
ning commission.

Jacob Zuma, who was inaugu-
rated as the country’s president Sat-
urday after he led the ruling African
National Congress to a decisive vic-
tory in legislative elections last
month, said Sunday that the com-
mission will coordinate national
strategy among government agen-
cies. Mr. Manuel will report directly
to Mr. Zuma.

Pravin Gordhan, the head of South
Africa’s tax-collection agency for the
past 10 years, will succeed Mr. Manuel
as minister of finance. Mr. Gordhan,
who isrelatively unknown to South Af-
rica’s business community, isnonethe-
lesswidely praised forsubstantially in-
creasing tax revenue and effectively
reforming tax policy.

Mr. Gordhan, 60 years old, joined
the South African Revenue Service in
1998; he was named commissioner
the following year. Mr. Gordhan has
been recognized internationally, be-
ing chosen to head the council of the
World Customs Organization, an in-
tergovernmental body that seeks to
harmonize customs procedures and
facilitate international trade.

“You have nothing but universal
praise for his time at the revenue ser-
vice, and it’s not as if he is going to
be out there without any help,” said
Jeff Gable, head of research at Absa
Capital. “Economic policy is not
only going to be coming from the Na-
tional Treasury now. Economic pol-

icy is going to be coming from lots of
different directions.”

Mr. Gordhan, who worked as a
pharmacist at a Durban hospital in
the 1970s, was detained for his politi-
cal activism against the apartheid re-
gime. He was involved in the draft-
ing of the country’s constitution be-
fore serving in South Africa’s parlia-
ment after the first democratic elec-
tions in 1994.

Mr. Zuma named former Presi-
dent Kgalema Motlanthe as deputy
president.

The new cabinet counts 34 minis-
ters, 14 of whom are women.

Keeping Mr. Manuel in a power-
ful cabinet position is likely to reas-
sure investors, who had feared Mr.
Zuma’s leftist support would mean a
significant deviation from the previ-
ous government’s successful eco-
nomic policy. As finance minister,

Mr. Manuel oversaw budget sur-
pluses and years of sustained eco-
nomic growth.

Now, South Africa faces a much
more challenging environment. The
country’s banks have largely avoided
the turmoil that engulfed U.S. and Eu-
ropean banking institutions. But
prices for many of the country’s com-
modities have fallen, and its manu-
facturing sector is ailing.

South Africa’s economy con-
tracted for the first time in a decade
during the fourth quarter. The Inter-
national Monetary Fund forecasts it
will shrink by 0.3% this year.

The exact role and responsibili-
ties of the planning commission
that Mr. Manuel will lead are still un-
known. Still, Mr. Gable said the ap-
pointment of Mr. Manuel is a posi-
tive sign that Mr. Zuma will keep
him in the president’s inner circle.

Roxana Saberi

ECONOMY & POLITICS

Pope Benedict
XVI

Jacob Zuma, right, takes the oath of office to become South Africa’s president on
Saturday in Pretoria in front of Chief Justice Pius Langa.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/07 USD 8.34 1.6 –37.3 –24.9
Am Blend Portfolio I US EQ LUX 05/07 USD 9.77 1.8 –36.8 –24.3
Am Growth A US EQ LUX 05/07 USD 24.24 5.9 –26.9 –14.5
Am Growth B US EQ LUX 05/07 USD 20.52 5.5 –27.6 –15.4
Am Growth I US EQ LUX 05/07 USD 26.73 6.2 –26.3 –13.9
Am Income A US BD LUX 05/07 USD 7.60 8.3 –4.6 –0.9
Am Income A2 US BD LUX 05/07 USD 16.50 8.4 –4.7 –1.0
Am Income B US BD LUX 05/07 USD 7.60 8.0 –5.4 –1.6
Am Income B2 US BD LUX 05/07 USD 14.28 8.1 –5.4 –1.7

Am Income I US BD LUX 05/07 USD 7.60 8.5 –4.0 –0.3
Am Value A US EQ LUX 05/07 USD 7.18 –0.4 –31.7 –22.9
Am Value B US EQ LUX 05/07 USD 6.66 –0.7 –32.4 –23.7
Am Value I US EQ LUX 05/07 USD 7.69 –0.1 –31.2 –22.3
Asian Technology A OT EQ LUX 05/07 USD 10.78 23.2 –33.4 –19.6
Asian Technology B OT EQ LUX 05/07 USD 9.49 22.8 –34.1 –20.4
Asian Technology I OT EQ LUX 05/07 USD 11.95 23.5 –32.9 –19.0
Emg Mkts Debt A GL BD LUX 05/07 USD 13.30 17.4 –6.4 –1.6
Emg Mkts Debt A2 GL BD LUX 05/07 USD 16.37 17.6 –6.4 –1.6
Emg Mkts Debt B GL BD LUX 05/07 USD 13.30 17.1 –7.4 –2.6
Emg Mkts Debt B2 GL BD LUX 05/07 USD 15.87 17.2 –7.4 –2.5
Emg Mkts Debt I GL BD LUX 05/07 USD 13.30 17.6 –5.9 –1.0
Emg Mkts Growth A GL EQ LUX 05/07 USD 23.90 19.3 –46.7 –20.8
Emg Mkts Growth B GL EQ LUX 05/07 USD 20.39 18.9 –47.3 –21.6
Emg Mkts Growth I GL EQ LUX 05/07 USD 26.36 19.6 –46.3 –20.2
Eur Blend A EU EQ LUX 05/05 EUR 9.43 3.3 –40.7 –30.1
Eur Growth A EU EQ LUX 05/07 EUR 5.92 6.3 –36.3 –27.0
Eur Growth B EU EQ LUX 05/07 EUR 5.36 5.9 –36.9 –27.7
Eur Growth I EU EQ LUX 05/07 EUR 6.42 6.5 –35.8 –26.4
Eur Income A EU BD LUX 05/07 EUR 5.31 7.3 –16.8 –9.9
Eur Income A2 EU BD LUX 05/07 EUR 9.89 7.4 –16.8 –9.9
Eur Income B EU BD LUX 05/07 EUR 5.31 7.0 –17.5 –10.5
Eur Income B2 EU BD LUX 05/07 EUR 9.25 7.2 –17.4 –10.5
Eur Income I EU BD LUX 05/07 EUR 5.31 7.5 –16.3 –9.3
Eur Strat Value A EU EQ LUX 05/07 EUR 7.00 0.6 –45.0 –32.9
Eur Strat Value I EU EQ LUX 05/07 EUR 7.12 0.7 –44.5 –32.4
Eur Value A EU EQ LUX 05/07 EUR 7.51 3.2 –40.3 –30.5
Eur Value B EU EQ LUX 05/07 EUR 6.95 2.7 –41.0 –31.2
Eur Value I EU EQ LUX 05/07 EUR 8.63 3.4 –39.9 –29.9

Gl Balanced (Euro) A EU BA LUX 05/07 USD 13.08 3.2 –29.9 NS
Gl Balanced (Euro) B EU BA LUX 05/07 USD 12.83 2.8 –30.7 NS
Gl Balanced (Euro) C EU BA LUX 05/07 USD 13.01 3.2 –30.1 NS
Gl Balanced (Euro) I EU BA LUX 05/07 USD 13.27 3.4 –29.4 NS
Gl Balanced A US BA LUX 05/07 USD 13.63 2.6 –32.0 –18.7
Gl Balanced B US BA LUX 05/07 USD 13.05 2.3 –32.7 –19.5
Gl Balanced I US BA LUX 05/07 USD 14.07 2.8 –31.5 –18.1
Gl Bond A US BD LUX 05/07 USD 8.58 1.8 –2.0 0.7
Gl Bond A2 US BD LUX 05/07 USD 14.48 1.9 –2.0 0.7
Gl Bond B US BD LUX 05/07 USD 8.58 1.5 –3.0 –0.3
Gl Bond B2 US BD LUX 05/07 USD 12.76 1.5 –3.0 –0.3
Gl Bond I US BD LUX 05/07 USD 8.58 2.0 –1.4 1.3
Gl Conservative A US BA LUX 05/07 USD 13.37 2.2 –17.8 –9.5
Gl Conservative A2 US BA LUX 05/07 USD 14.90 2.2 –17.6 –9.4
Gl Conservative B US BA LUX 05/07 USD 13.35 1.9 –18.4 –10.3
Gl Conservative B2 US BA LUX 05/07 USD 14.25 1.9 –18.5 –10.3
Gl Conservative I US BA LUX 05/07 USD 13.41 2.5 –16.9 –8.7
Gl Eq Blend A GL EQ LUX 05/07 USD 9.14 2.2 –48.3 –30.7
Gl Eq Blend B GL EQ LUX 05/07 USD 8.64 2.0 –48.8 –31.4
Gl Eq Blend I GL EQ LUX 05/07 USD 9.59 2.6 –47.9 –30.1
Gl Growth A GL EQ LUX 05/07 USD 32.79 1.7 –48.6 –29.7
Gl Growth B GL EQ LUX 05/07 USD 27.56 1.4 –49.1 –30.4
Gl Growth I GL EQ LUX 05/07 USD 36.22 2.0 –48.1 –29.2
Gl High Yield A US BD LUX 05/07 USD 3.43 20.0 –18.4 –9.5
Gl High Yield A2 US BD LUX 05/07 USD 6.93 20.3 –18.5 –9.5
Gl High Yield B US BD LUX 05/07 USD 3.43 19.4 –19.5 –10.6
Gl High Yield B2 US BD LUX 05/07 USD 11.21 19.9 –19.3 –10.5

Gl High Yield I US BD LUX 05/07 USD 3.43 20.3 –17.8 –9.0
Gl Value A GL EQ LUX 05/07 USD 8.72 2.7 –48.1 –31.8
Gl Value B GL EQ LUX 05/07 USD 8.07 2.4 –48.6 –32.5
Gl Value I GL EQ LUX 05/07 USD 9.23 3.0 –47.7 –31.3
India Growth A EA EQ LUX 05/04 USD 68.33 18.3 –41.4 –12.6
India Growth B EA EQ LUX 05/04 USD 58.80 17.9 –41.9 –13.4
India Growth I EA EQ LUX 05/04 USD 70.59 18.4 –41.2 –12.3
Int'l Health Care A OT EQ LUX 05/07 USD 107.71 –8.3 –24.8 –20.3
Int'l Health Care B OT EQ LUX 05/07 USD 91.45 –8.6 –25.5 –21.1
Int'l Health Care I OT EQ LUX 05/07 USD 117.07 –8.0 –24.2 –19.7
Int'l Technology A OT EQ LUX 05/07 USD 80.37 9.9 –37.3 –19.5
Int'l Technology B OT EQ LUX 05/07 USD 70.10 9.5 –37.9 –20.3
Int'l Technology I OT EQ LUX 05/07 USD 89.64 10.2 –36.8 –18.9
Japan Blend A JP EQ LUX 05/07 JPY 5655.00 5.4 –39.6 –30.1
Japan Growth A JP EQ LUX 05/07 JPY 5555.00 –0.1 –40.0 –30.8
Japan Growth I JP EQ LUX 05/07 JPY 5687.00 0.2 –39.5 –30.2
Japan Strat Value A JP EQ LUX 05/07 JPY 5699.00 10.5 –40.0 –29.7
Japan Strat Value I JP EQ LUX 05/07 JPY 5820.00 10.8 –39.5 –29.1
Real Estate Sec. A OT EQ LUX 05/07 USD 10.33 –3.2 –47.7 –34.4
Real Estate Sec. B OT EQ LUX 05/07 USD 9.51 –3.5 –48.2 –35.0
Real Estate Sec. I OT EQ LUX 05/07 USD 11.05 –2.9 –47.2 –33.8
Short Mat Dollar A US BD LUX 05/07 USD 6.68 0.2 –13.5 –11.3
Short Mat Dollar A2 US BD LUX 05/07 USD 8.78 0.2 –13.6 –11.4
Short Mat Dollar B US BD LUX 05/07 USD 6.68 0.0 –13.9 –11.7
Short Mat Dollar B2 US BD LUX 05/07 USD 8.76 0.0 –13.9 –11.8
Short Mat Dollar I US BD LUX 05/07 USD 6.68 0.4 –12.9 –10.8
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Hong Kong rises for 7th day
as stress tests lift financials

HF Fund of Funds
These funds offer investors exposure to several different hedge fund strategies. FOF man-
agers select outside hedge funds as part of multi-manager portfolio. Ranked on % total re-
turn (dividends reinvested) in U.S. dollars for one year ending May 08, 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

NS Berens Berens Capital USDiUnited States –3.22 30.42 23.96 NS
Global Value Fund LP Management LLC

NS Berens Berens Capital USDiUnited States –4.46 29.59 20.48 NS
Insurance Dedicated Fund LLC Management LLC

NS Berens Berens Capital USDiCayman Isl –3.17 28.29 22.62 NS
Global Value Fund Ltd Management LLC

NS Arundel Arundel Partners EURiIsle of Man 1.22 25.16 16.93 16.41
Orient EUR

NS AXA Nouveaux AXA Investment EURiFrance 9.05 19.93 13.74 7.96
Horizons Acc Managers Paris

NS Berens Berens Capital USDiUnited States –1.75 19.73 15.40 12.33
Capital Partners, LP Management LLC

NS Berens Berens Capital USDiUnited States –1.80 19.28 14.47 12.03
Capital Fund, Ltd. Management LLC

NS Credit Credit Suisse AUD iAustralia 3.63 18.01 19.23 NS
Suisse - Global Div Strat AUD Asset Management AUD

NS LBPAM La Banque Postale EURiFrance 6.93 17.81 12.69 NS
Alterna 25 E A/I Asset Management

NS CFS WS Colonial First AUD iAustralia 2.04 15.79 15.13 13.21
Tactical Strat AUD State Investments Limited
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By V. Phani Kumar

And Rosalind Mathieson

HONG KONG—Financial stocks
continued their rally Friday because
U.S. bank stress tests didn’t contain
nasty surprises.

Mitsubishi UFJ Financial
Group jumped 6.2% and Mizuho Fi-

nancial Group ad-
vanced 6%, both in
Tokyo, while Na-
tional Australia
Bank added 3% in

Sydney. HSBC Holdings firmed
1.3% in Hong Kong.

The Hang Seng Index extended
its winning run to seven sessions,
advancing 1% to 17389.87. That
streak is the longest since Decem-
ber 2007. China’s Shanghai Com-
posite gained 1.1% to 2625.65, also
a seventh consecutive gain and its
highest close since Aug. 7.

China Zhongwang fell 5.3% to
6.63 Hong Kong dollars (86 U.S.
cents) from its initial public offer-
ing price of HK$7. The maker of alu-
minum extrusion products raised
US$1.26 billion in the world’s big-

gest IPO so far this year.
Japan’s Nikkei Stock Average of

225 companies firmed 0.5% to
9432.83, a six-month high.

Toyota Motor shed 1.5% after
the Nihon Keizai Shimbun newspa-
per reported the auto maker was
likely to post a wider-than-ex-
pected consolidated operating loss
of 500 billion yen ($5.05 billion) for
the fiscal year ended March 31, due
to a slump in sales and a strong yen.
After the market closed, Toyota dis-
closed an operating loss of 461 bil-
lion yen.

India’s benchmark Sensitive In-
dex fell 2% to 11876.43. The index
gained 4.1% for the week, mainly be-
cause of a 6.4% surge Monday.
Banks declined as investors
booked profits ahead of national
elections; ICICI Bank declined
5.2%, while State Bank of India fell
3.1%.

In Wellington, the NZSX-50
added 0.6% to 2873.14. Telecom
Corp. of New Zealand dropped 3.5%
after warning that a prolonged re-
cession was hurting growth, though
it posted a higher third-quarter net
profit.

China’s bullish copper signals
Seasonal import drop
is less likely this year,
boding well for prices

FUND SCORECARD
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By Elisabeth Behrmann

China’s copper imports fall off
the cliff after April in most years,
but 2009 could prove different, with
sustained Chinese imports keeping
prices firm.

Continued healthy demand
would be bullish for the global mar-
ket, given China is currently the

only buyer of size.
A seasonal drop

in Chinese imports
amid a global slow-
down could have

had a more pronounced impact on
prices than in previous years.

In four of the past five years, Chi-
nese copper imports fell sharply in
May. The drops were as much as 26%
to 59%, compared with April. Only in
2005 did imports rise, increasing
12.8% from April.

China tends to buy most of its
raw materials during the first few
months of the calendar year, ahead
of the more active summer trade.

But there are several factors at
work this year that could mitigate
seasonal weakness and produce an-
other off-trend year.

For one, London Metal Exchange
copper—up 33% since the start of
the year due to Chinese government
buying for its strategic stockpiles—

continues to trade at a discount of
about 20% to copper prices on the
Shanghai Futures Exchange, encour-
aging speculative imports to take ad-
vantage of the price gap.

Partly because of strong Chinese
imports, LME copper stocks have al-
ready fallen 25% since late February
to 394,925 metric tons. The trend
looks set to continue.

Canceled warrants, which repre-
sent metal that is due to leave ware-
houses soon, now account for one-
fifth of remaining LME stocks. This
indicates ongoing demand that trad-
ers say originates solely from China.

“I think imports are likely to re-
main strong in May. The favorable
LME/SHFE price spread, a tight
scrap market and [Chinese] restock-
ing point to imports remaining
strong at least till late second quar-
ter,” said Yingxi Yu, an analyst with
Barclays Capital in Singapore.

Physical traders in China say
more shipments—from orders
placed in March when the
LME/SHFE price difference was
much wider—are due to arrive at
Chinese ports in mid or late May.

Moreover, not all the buying is
the result of stockpiling and specula-
tive demand.

China’s four trillion yuan
($586 billion) stimulus package, an-
nounced late last year, is starting to
stir demand, particularly among wire
fabricators, according to one Shang-
hai-based analyst. On May 4, China’s
purchasing manufacturing index for
April showed a reading of 51.3, flag-
ging the first expansion in domestic

manufacturing in nine months.
Prices have generally held up de-

spite a mild correction in the second
half of April, partly on unfounded
fears that Chinese demand was slow-
ing, as in previous years.

After the plunge in copper prices
late last year, China’s State Reserve
Bureau started aggressively buying
the metal in the domestic market, in
part to help struggling domestic pro-
ducers, but also to replenish stocks
that had been exhausted in the boom
years.

This is what resulted in the pre-
mium on SHFE copper relative to
LME prices. Arbitrageurs were ea-
ger to take advantage of the price dif-
ferential.

Coming at a time of tight scrap
supply, higher domestic prices
boosted China’s copper imports to
record levels, even as demand fell in
the rest of the world and economies
slowed, even in China.

During the first quarter of 2009,
China imported a record 937,034
tons of copper, up 32.9% from a year
earlier, according to data from the
Customs Department.

Analysts say the Reserve Bureau
bought 300,000 tons to 400,000
tons during the first quarter, al-
though state buying has slowed
since prices rebounded.

Ma Xiaoxin, deputy manager of
the copper department at China
Minmetals Nonferrous Metals Co.,
said Friday that China’s refined
copper imports in 2009 are ex-
pected to rise 34% to 1.95 million
metric tons.

Hang Seng Indexes Co. will add
China Resources Power Holdings
Co. to the benchmark Hang Seng In-
dex effective June 8, in its first ma-
jor shuffle since May of last year.

The Hong Kong index compiler
said it will remove footwear maker
Yue Yuen Industrial (Holdings) Ltd.
from the benchmark index follow-
ing its latest quarterly review.

After the changes, the number of
constituent stocks in the index will
remain at 42.

The compiler didn’t adjust the in-
dex in its last three quarterly re-
views, though it removed China Net-
com Group Corp. (Hong Kong) Ltd.
in October because it was being
delisted.  —Jeffrey Ng

Hang Seng Index
altered to include
China Resources

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

COMMODITIES
MARKET

By Carlos Tejada

HONG KONG—A Chinese invest-
ment group withdrew its offer to ac-
quire 51% of Hurray Holding Co. and
called on current shareholders to
question the board of the
U.S.-traded company.

The group, led by Chinese media
investor Jacky Tung, had said it
hoped to turn the Beijing-based pro-
vider of ringtones into a broader me-
dia company. Earlier last week the
group raised its offer to $4 per Amer-
ican depositary share from $3.50
but warned it would pull its offer Fri-
day. The offer valued Hurray at
US$87.5 million.

Fridaynight,thegroupsaidHurray
hadn’t responded. “You and certain
othermembersofyourboardaremore

concerned about yourown power,self
interests and hubris than your share-
holders’ interests,” Mr. Tung said in a
letter, which the group released pub-
licly. “Your shareholders would do
welltore-considertheeffectivenessof
the current board at the next share-
holders meeting.”

Hurray representatives couldn’t
be reached late Friday.

The group’s offer marked a rare
unsolicited effort to seize control of
a Chinese company. Many Chinese
companies don’t have a broad
enough shareholder base to make a
takeover possible.

Hurray was trading at US$1.50 on
the Nasdaq Stock Market before The
WallStreetJournalreportedtheinves-
tor group’soffer on April 27.On Friday
itfinished at US$2.08, down 3.3%.

Chinese investor group drops
buyout offer for ringtone firm
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Quake survivors struggle
China is planning
to spend $250 billion
on rebuilding effort

Xu Linghong lost her arm as a result of injuries from the quake. Left, a soldier
carries her from a collapsed building last May 13. At right, Ms. Xu at her new school.

By Gordon Fairclough

YINGXIU, China—The massive
earthquake that struck southwest-
ern China in May 2008 killed Wang
Cheng’s 12-year-old son, destroyed
his house, wrecked the market
where he worked as a butcher, and
left him nearly paralyzed with grief.

Now, a year later, Mr. Wang says,
he is back on his feet. He has cobbled
together a house with wood he scav-
enged from destroyed buildings and
a tarp he bought with government
aid money. He supports his family
by selling pork in a makeshift settle-

ment of quake survivors here.
“I have to take care of my mother

and my daughter,” says Mr. Wang.
“It’s difficult. But what else can I do?”

As Tuesday’s first anniversary
nears of the 7.9-magnitude quake,
which killed almost 70,000 people
and left more than 17,000 others miss-
ing, people in the hardest-hit areas of
Sichuan province are struggling to
piece together their lives and rebuild
devastated communities.

Many still live in temporary hous-
ing—often metal-clad dwellings
originally designed for migrant
workers on construction sites—as
the government tries to speed the
building of permanent homes and re-
place destroyed schools, hospitals
and other infrastructure.

The government estimates the
massive rebuilding effort will cost
1.7 trillion yuan, or about $250 bil-

lion. By the start of May, more than
one million rural homes had been re-
built in Sichuan

In Xiang’e, northwest of Chengdu,
the provincial capital, clusters of new
four-story row houses with spacious
balconies are nearing completion. A
sprawling middle school is being built
toreplacetheonethatcollapsedinthe
quake, killing more than 300 stu-
dents, according to local parents.

Roads across the quake-hit area
arecloggedwithcementmixers,dump
trucks and excavating equipment.

All the spending on roads,
bridges, public buildings and other
projects is driving economic growth.
Chengdu’s gross domestic product
was up 12.3% in the first quarter,
compared with the year before,
more than twice the growth rate for
the country as a whole.

“The pace of rebuilding in China

is certainly faster than in other natu-
ral-disaster zones that I’ve
worked,” says Yin Yin Nwe, the chair

of the United Nations disaster-man-
agement team for the quake and the
head of Unicef’s China operations.

She attributes the speed to the
“strong coordinating role” played
by China’s government and its abil-
ity to mobilize resources from
across the country. The central gov-
ernment, for instance, has assigned
wealthier eastern Chinese cities and
provinces to assist in the reconstruc-
tion of quake-hit communities.

Perhaps nowhere has the recon-
struction effort been more difficult
than in Yingxiu, the township at the
epicenter of the quake. Nearly every
building here was destroyed. More
than two-thirds of the prequake pop-
ulation of 16,000 is either dead or
missing and presumed dead, accord-
ing to government figures.

It has taken most of the past year
to excavate the enormous piles of rub-
ble that covered the town center and
cart them away. Work is to start soon
on new houses for the 3,800 residents
who remain.

“Safety is our highest priority,”
says Liao Min, the governor of Wen-
chuan County, home to Yingxiu. Mr.
Liao says the town will be rebuilt by
the end of next year using the most ad-
vanced technology available.

Mr. Liao says the authorities ex-
pect Yingxiu will become a tourist
destination for Chinese who want to
visit the site of the May 12 disaster.

For now, the people of Yingxiu are
living in temporary quarters erected
by the government last summer. Sat-
ellite dishes sprout from their blue-
metal roofs. Red lanterns, put up to
celebrate Chinese New Year in Janu-
ary, hang from the eaves, along with
dried corn and sausages.

It is hard to avoid reminders of the
tragedy. Yang Yunfu, 45, works as a
watchman in a section of the city
where quake debris has yet to be
cleared. The wreckage in the area
guarded by Mr. Yang, who lost more
than a dozen members of his extended
family in the quake, includes his
former home.

Mr.Wang, thebutcher, says he and
other parents spent the days after the
quake digging through the rubble of
the school with their bare hands in a
frantic effort to find their children.

Hisownson’sbodywasneveriden-
tified. Since the town’s middle school
wasdestroyed,his14-year-olddaugh-
ter,Hongpan,hasbeensentbythegov-
ernmenttostudyata middleschoolin
the northern province of Shanxi, a
20-hour train trip from Sichuan.

“I still have nightmares. I still
live in the shadow of the earth-
quake,” says Mr. Wang. But, he says,
he tries to keep busy. Mr. Wang,
whose wife died five years ago, now
has a girlfriend, another quake survi-
vor. “We’re strong,” he says. “And
the best thing is, I’m still alive.”
 —Bai Lin

contributed to this article.
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LCH.Clearnet scrambles on shifting turf
Clearer reduces fees,
threatening rivals;
new bid for company

By Luke Jeffs

LCH.Clearnet Group Ltd., an An-
glo-French clearinghouse, has al-
ready started to cut its fees and pro-
duce deals that put it in direct com-
petition with its rivals, even as a
new bid for the company replaces
one that was dropped last month.

A bank consortium, which in-
cludes Deutsche Bank AG and J.P.
Morgan Chase & Co. along with nine
other banks and broker ICAP PLC, of-
fered late Friday to buy London-
based LCH.Clearnet for an undis-
closed sum.

The bid replaces one by the De-
pository Trust & Clearing Corp.,
which the U.S. clearing giant
dropped last month.

The LCH.Clearnet board is ex-
pected to meet with the consortium
and consider the bid as early as this
coming week, people familiar with
the matter said.

Clearing, which involves stand-
ing between buyers and sellers to
guarantee money and securities
change hands, has become a hot-but-
ton issue for financial regulators in
recent months as concerns have
grown over the risks of credit-de-

fault swaps. With regulators now
pushing for centralized clearing for
such financial products, banks and fi-
nancial exchanges are jockeying for
pole position in the business.

LCH.Clearnet was quick off the
mark with its fee cuts. DTCC pulled
its bid April 30; later that day, the
clearer announced a 30% cut for bro-
kers trading with its largest cus-

tomer, NYSE Euronext.
The firm followed that with an-

other cut last week, this time for cus-
tomers of London Stock Exchange
Group PLC and rival platforms, who
now pay as little as one penny for
some trades.

“The more they clear with us, the
more that can clear at one pence and
the cheaper their average fee,” said

Roger Liddell, LCH.Clearnet’s chief
executive.

The cuts were given added signif-
icance when the clearinghouse last
week announced that this year it
would clear for multilateral trading
facilities Chi-X Europe Ltd.; Bats
Global Markets Inc.’s Bats Europe;
Turquoise; and NYSE Arca Europe,
owned by NYSE Euronext. A consor-
tium of nine investment banks owns
Turquoise.

These deals pitch LCH.Clearnet
into competition with those trading
systems’ incumbents: the European
Multilateral Clearing Facility NV
for Chi-X and Bats, and the DTCC-
owned EuroCCP for Turquoise and
Arca Europe.

The moves also raised the stakes
in LCH.Clearnet’s rivalry with Swiss
clearinghouse Six x-clear, which
signed a clearing deal with Chi-X
and Bats in February. Last week, it
said it would clear for Turquoise.

Wayne Eagle, LCH.Clearnet’s di-
rector of equity services, said: “We
are focused on supporting the Euro-
pean equities trading environment
as it continues to evolve by provid-
ing a competitive, robust and effi-
cient clearing service.”

Robert Barnes, managing direc-
tor for equities at UBS AG, said the
fee cuts and agreements to clear for
the multilateral trading facilities
were “good news for the market.”

LCH.Clearnet’s customers will be
able to combine their London Stock

Exchange and Swiss orders with
their Chi-X Europe, Bats Europe,
Turquoise and Arca Europe flows,
which comprise about 50% of all Eu-
ropean trading, in one place.

“LCH.Clearnet deserves credit
for its recent moves, and it will be in-
teresting to see how other central
counterparties react,” Mr. Barnes
said.

Last week, Six x-clear was watch-
ing LCH.Clearnet closely.

“I wouldn’t say there wasn’t com-
petition before but it has definitely
accelerated with the recent an-
nouncements,” Six x-clear Chief Ex-
ecutive Marco Strimer said.

Mr. Strimer said further fee cuts
were an option.

“We have a good track record
when it comes to cutting our fees as
we go along and we may look to
lower our fees again at the appropri-
ate time,” he said.

Mr. Strimer is confident of sign-
ing deals with other exchanges and
multilateral trading facilities, tak-
ing its European market share
above 50%. “We are working with
the relevant exchanges and MTFs to
ensure we are the one-stop shop for
European clearing,” he said.

Cees Vermaas, head of sales for
European cash markets at NYSE
Euronext, said “traditional models
have come under pressure, particu-
larly on the pricing front,” but said
competition wasn’t as important
when fees are low.

Wendel sells energy firm
as rival firms hold back
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By Paul Hodkinson

Paris-listed buyout firm Wendel
SA sold a company last week for
Œ630 million ($843.1 million), mak-
ing it the largest European private-
equity sale this year at a time when
sellers are having difficulty exiting
their investments.

Wendel sold Dutch group Oranje-
Nassau Groep’s oil and gas opera-
tions to a consortium led by energy
company Dyas UK, a subsidiary of
family-owned SHV Holdings. The
bidding group also includes Dutch
investment company ONH BV and
an undisclosed Japanese interna-
tional trading and investment firm.

The deal has received board ap-
proval and is due to close by the end
of the month.

It is the largest private-equity
sale in Europe since Charterhouse
Capital Partners’ Œ1.2 billion sale of
U.K.-based plastics maker Lucite to
Japan’s Mitsubishi Rayon, an-
nounced Nov. 11, according to data
tracker Dealogic. Charterhouse real-
ized 1.5 times its investment on the
Lucite deal.

The German government’s pur-
chase of a Œ249 million stake in

Hypo Real Estate Holding AG from
U.S. buyout firm JC Flowers was pre-
viously the biggest announced exit
by a private-equity group in Europe
this year. That deal hasn’t yet
closed.

European private-equity firms
have veered away from sales so far
this year as valuations have fallen
and a shortage of financing has
meant there are fewer industry bid-
ders.

Among the private-equity sales
put on hold late last year was Bahr-
ain-based investment bank Arcap-
ita Bank BSC’s cancellation of the
sale of Irish energy company Virid-
ian Group PLC.

Other withdrawn sales included
Lone Star Funds’ stake in lender Ko-
rea Exchange Bank, Carlyle Group-
owned John Maneely Co., and Kohl-
berg Kravis & Roberts & Co.’s Criti-
cal Homecare Solutions Inc. U.K.
mid-market firm Palamon Capital
Partners LP has said it pulled three
exit processes last year due to mar-
ket conditions.

By December, private-equity
firms had canceled sale processes
worth more than $13 billion since
the collapse of Lehman Brothers
Holdings in September, according to
analysis by Financial News’ sister
publication Private Equity News.

But Ken Terry, chief executive of
U.K. mid-market private-equity
firm Elysian Capital LLP, said activ-
ity could be picking up.

“We are starting to see more ac-
tivity but it will be a long process,
which could take three to four
months” before the effects can be
seen, he said.
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The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.

Simon Havers Chairman, BVCA and Managing
Director, Baird Capital Partners Europe

Join leaders from the worlds of private equity, politics, institutional
investment, corporate business and regulation for an essential day
of thought-leadership, debate and networking.

14 October 2009, The Hilton, London

View the full agenda and book your place at
www.bvcasummit.com
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