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EU slaps Intel with record fine
Regulators levy $1.45 billion penalty for monopoly abuse, demand changes in chip sales

Urban plight

Rise of megacities threatens
to choke India’s growth
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Neelie Kroes, the European Union’s top antitrust regulator, said Intel deliberately kept competitors out
of the computer-chip market. Above, Ms. Kroes holds a circuit board in Brussels Wednesday.

By Mike Spector

How do you run a famous
Wall Street gala fund-raiser
when conspicuous consump-
tion and investment bankers
are no longer cool?

The Robin Hood Founda-
tion faced that dilemma on
Tuesday when it held its an-
nual benefit in Manhattan. A
year ago, the antipoverty char-
ity’s dinner raised $56.5 mil-
lion, including a $420,000 bid
for a trip to Australia to scuba
dive and have lunch with
Hugh Jackman.

Not this year. Robin Hood
eliminated its luxury auction.
The only prizes at New York’s
Javits Center were opportuni-
ties to feed hungry families,
enroll children in charter
schools and teach new par-

ents to care for newborns.
The group also shunned
flashy table centerpieces for
cardboard models of New
York’s skyline that noted grim
statistics like the city’s 8.1%
jobless rate.

“Consider this…your Yom
Kippur,” quipped host Jon
Stewart, referencing the Jew-
ish Day of Atonement for the
much-maligned money man-
agers and Wall Street execu-
tives. “You’re going to donate
a lot of money. Not enough, ob-
viously, to offset all the s2
you’ve done, but a lot.”

The toned-down fund-
raiser reaped $72 million, top-
ping last year’s haul. Robin
Hood, founded by hedge-fund
manager Paul Tudor Jones II,
used some Wall Street-style fi-
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Target: Competition
Team Obama adopts the
European model.
Review & Outlook. Page 17

Leading the News: Germany unveils a ‘bad-bank’ plan of its own
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By Charles Forelle

European Union regula-
tors hit Intel Corp. with a
Œ1.06 billion ($1.45 billion)
fine—the largest ever as-
sessed for a case involving mo-
nopoly abuse—and called for
changes in the way the com-
pany sells the microproces-
sors at the heart of most of
the world’s PCs.

Intel said it would appeal
the fine, but Wednesday’s de-
cision confirmed the EU’s role
as jurisdiction of choice for
U.S. tech companies seeking
redress from larger competi-
tors, even as the new U.S. ad-
ministration says it plans to
get tougher in pursuing mo-
nopoly practices.

The European Commis-
sion, the EU’s executive arm,
said Intel broke EU rules by us-
ing the threat of withdrawing
rebates it offered to large com-
puter manufacturers, its cus-
tomers, to pressure them to
buy all or most of their chips
from Intel rather than rival
Advanced Micro Devices Inc.

Intel also paid manufactur-
ers to delay the launch of
AMD-based computers and
paid a retailer, Media Saturn
Holding, to sell only Intel-
based machines, the EU said.

“Intel has harmed millions
of European consumers by de-
liberately acting to keep com-
petitors out of the market for
computer chips for many
years,” said Neelie Kroes, the
EU’s top antitrust regulator.
“If we smell that there is
something rotten in the state,
we act.”

The fine amounts to 14% of
the $10.6 billion in cash and in-
vestments on the company’s

balance sheet. Intel also was
ordered not to offer the condi-
tioned rebates that the com-
mission deemed problematic,
but the regulator left vague
how it would police that or-
der.

Intel Chief Executive Paul
Otellini said in a prepared
statement that the company
takes “strong exception to
this decision,” which he
called “wrong.” He also
stressed a point that Intel has
made regularly: that prices
over the years have fallen for
computers and chips. There
has been “absolutely zero
harm to consumers,” he said.

Mr. Otellini didn’t directly
address rebates, but said
thanks to investments in man-
ufacturing facilities, “we can
discount our products.” He de-
nied that Intel sells below
cost. The Santa Clara, Calif.,
company had revenue of
$37.6 billion in 2008. (Please
see related article on page 6.)

Sven Jacobsen, a spokes-
man for Media Saturn Hold-
ing, declined to comment on
his company’s role. “Intel is
one of our suppliers and we
don’t comment on a sup-
plier,” he said.

The decision is a blow to
the image of the world’s larg-
est chip maker. Intel has
strongly defended its busi-
ness practices while blaming
scrutiny of its actions on com-
plaints by AMD.

But now three regulatory
bodies that have examined ev-
idence from computer mak-
ers—in Europe, Japan and
South Korea—have dismissed
Intel’s arguments that it has
merely offered discounts and
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The BOE’s governor damped
hopes for a quick recovery of
the U.K. economy, saying
much depends on how fast
banks resume normal lend-
ing, and warned a rebound is
likely to be slower than previ-
ously thought. Page 36

n The ECB’s decisions may
be getting less predictable, a
prospect some say is under-
mining confidence the mar-
kets need to recover. Page 2

n U.S. stocks tumbled in re-
action to downbeat retail-
sales data. Banks and mining
issues led European shares
lower. Page 24

n The White House has begun
talks about how it can change
financial firms’ pay practices,
including at companies that
weren’t bailed out. Page 23

n Impairments pushed ING
Groep to a quarterly loss,
but its banking business re-
mained profitable. Page 3

n U.S. and Europe are set-
ting a target date of October
for progress in nuclear-pro-
gram talks with Iran, after
which economic sanctions
will be tested. Page 12

n The pope issued his stron-
gest statement yet of solidar-
ity with Palestinians. Page 2

n Chrysler laid out mile-
stones that if met by 2013
could leave Fiat owning a
majority stake in the auto
maker. Page 6

n Allianz’s first-quarter net
plunged 98%, and the insurer
said it can’t rule out further
write-downs. Page 5

n U.S. retail sales fell 0.4%
in April, the second straight
monthly decline. The drop
came despite a 0.2% in-
crease in auto sales. Page 14

n A French court said eBay
can’t be held accountable for
the sale of counterfeit
L’Oréal cosmetics. Page 4

n Several hundred U.K. troops
may stay in Iraq past July to
train Iraqi counterparts, the
Iraqi government said. Page 16

n MGM Mirage plans to sell
$2.5 billion in stock and notes
as it struggles to pay down
billions in debt and considers
selling properties. Page 5

n Telefónica posted a 9.8%
profit increase, as strength
in Latin America offset weak-
ness in Europe. Page 4

n France’s Senate cleared a
law that would punish peo-
ple who illegally download
music and films.
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So much for the TARP
talent drain.

Goldman Sachs, J.P.
Morgan Chase and others
have made a point of signal-
ing their determination to
pay back their government
capital as soon as possible.
But, so far, the much-feared
exodus of Wall Street talent
hoping to dodge pay curbs
has proved to be a paper
tiger.

The lack of job alterna-
tives is one factor. Traders
and bankers who would nor-
mally move in a heartbeat
for a higher offer have been
surprisingly loyal, say head-
hunters. That is partly be-
cause banks and hedge
funds spent the winter lay-
ing off staff, resulting in a
slower-than-usual spring
hiring season.

Many A-listers at places
such as Goldman, J.P. Mor-
gan and Morgan Stanley
may simply be happy to
have their jobs at strong in-
stitutions. Most made
enough during the bull mar-

ket to keep their kids in pri-
vate schools, so they can
survive a period of smaller
bonuses. And even if TARP
funds aren’t returned imme-
diately, there’s a belief that
pay pressure will be tempo-
rary and institutions will
find ways around it in or-
der to look after key staff.
Some employees also have
been offered shiny new ti-
tles to keep them sweet.

Another factor could be
the recent rise at some
firms in the proportion of
compensation paid in stock.
Those shares sometimes
don’t vest for years, and
anybody granted stock dur-
ing the darkest days of the
crisis might be sitting on
significant paper profits af-
ter the recent bank rally.

Shakier organizations,
like Bank of America and
Citigroup, have more to
worry about amid flagging
morale. BofA’s Merrill
Lynch has seen a serious ex-
odus since the merger. Citi
recently faced the potential

loss of a crucial band of en-
ergy traders and is explor-
ing ways to spin off that
unit as a separate entity, im-
mune from pay curbs.

Of course, some strong
firms have lost valued indi-
viduals—as they do every
year. Goldman’s Byron
Trott, a banker who worked
closely with Warren Buf-
fett, quit to start his own
advisory firm. Merrill

Lynch’s Gregory Fleming
left for academia. Senior
and midlevel traders have
quit major banks for re-
gional rivals.

But headhunters say
that, unlike in past years,
they aren’t seeing heavy hit-
ters go from one major firm
to another major firm. The
mass ship-jumping to advi-
sory boutiques, hedge
funds and foreign banks,
such as Barclays and Deut-
sche Bank, which don’t
face U.S. government pay
restrictions, also so far
hasn’t occurred.

The real test of loyalty
could come now the stress
tests are over. Some banks,
with a strong first quarter
under their belts and a ral-
lying stock price, might be
tempted to step up the hir-
ing, as Barclays is doing in
Europe. At that point, the
trickle of bankers and trad-
ers out of weaker firms
could turn into a flood.
 —Kate Kelly

Top banker says U.K. recovery will be slow
Governor King ties
rebound to a return
to normal lending

Gilts’ reckoning will come

By Alistair MacDonald

And Natasha Brereton

LONDON—The U.K.’s top central
banker poured cold water on hopes
for a quick recovery of the country’s
economy, saying much will depend
on how quickly banks can raise the
capital they need to resume normal
lending.

Mervyn King, governor of the
Bank of England, said that predict-
ing the outlook for the world’s sixth-
largest economy has become “ex-
traordinarily difficult” and that any
rebound is likely to be slower than
previously thought.

One big problem, he said, is that
a tentative recovery in bank lending
hasn’t been enough to compensate

for an exodus of foreign lenders trig-
gered by the financial crisis. To fill
the gap, he said, U.K. banks will
have to raise more capital than they
already raised, though how much
will be enough isn’t clear.

“The economy will eventually
heal, but the process may be slow,”
Mr. King said, holding out the possi-
bility that the U.K. could remain in
recession through 2011. “There are
real risks from the nature of the
downturn and the role of the finan-
cial sector.”

Mr. King’s comments, made at a
news conference to present the cen-
tral bank’s quarterly outlook for in-
flation and the economy, had an im-
mediate effect on U.K. stocks and
the British pound. The FTSE-100 in-
dex of U.K.-listed stocks fell 2.1%.
The pound was down at 1.5185 to
the dollar Wednesday afternoon in
New York from 1.5260 late Tuesday.

Mr. King’s concern about banks
underscores a problem facing all of
Europe: Banks are still a long way

from raising the cash they will need
to cover further losses and main-
tain their capital at healthy levels.
The International Monetary Fund
estimates European banks still
need to raise some $600 billion. Of
that total, U.K. banks need to raise
some $125 billion, the fund esti-
mates.

To be sure, banks in the U.K.
have been more aggressive in rais-
ing capital than their counterparts
elsewhere in Europe. Data from the
IMF suggest they have raised more
than half the total required to cover
their losses from the entire finan-
cial crisis, compared with only
about 40% for European banks as a
whole and nearly two-thirds for
U.S. banks.

The Bank of England’s gloomy
outlook contrasts with a string of
relatively upbeat economic data
that had fueled investors’ hopes for
a more rapid recovery. Retail sales
in April rose at their fastest annual
rate in three years, while the num-
ber of people claiming jobless bene-
fits rose a less-than-expected
57,100 in April. A recent Bank of Eng-
land survey showed banks ready to
boost lending for the first time in
more than a year, suggesting that
government capital injections and
the bank’s efforts such as lowering
interest rates to a record low are
working.

Mr. King acknowledged the posi-
tive signs, saying that the U.K.’s
stimulus programs, together with a
cheap pound, are “solid reasons” to
expect an economic recovery. Ear-
lier this month, the bank said it
would expand its quantitative eas-
ing program from an initial £75 bil-
lion ($115 billion) to £125 billion
over the next three months—
money that will be spent buying
bonds in a bid to keep interest rates
low and put cash in borrowers’
hands.

But the bank is forecasting a
more muted recovery than it did as

recently as February, and even that
forecast is wrapped in uncertainty.
According to the bank’s central pro-
jections, the U.K. economy reached
a trough in the first quarter of this
year, when it contracted 4.1% in an-
nual terms.

It should start growing again in
early 2010 and return to its trend
growth rate of 2.75% in the first half
of 2011—though in 2011 it could
grow faster than 5% or shrink more
than 1%, the bank forecasts.

The bank’s outlook is darker
than that of the U.K. Treasury,
which expects the economy to re-
turn to growth at the end of this
year and be growing at a rate of
3.5% by 2011.

Acting as a drag, world trade has
collapsed, the once free-spending
British are now saving more, and
many companies are still finding it
hard to get credit. Particularly for
Britain’s smaller companies, which
can’t access capital markets, the
tough times have improved little
since the start of last year.

Stephen Harkin, the managing
director of Saxon Oil in the English
midlands, said he has seen a
“slight” pickup in his business sell-
ing oil lubricants to industrial com-
panies but still can’t get credit be-
cause banks “just won’t take risks”
with small businesses. A year and a
half ago, his bank would lend him
£15,000 to £20,000 to cover over-
night payments to suppliers. Last
month, he said, his bank bounced a
check when his account went into
overdraft by 11 pence.

The upshot of the poorer out-
look, analysts say, is that the Bank
of England is unlikely to raise inter-
est rates from their record low of
0.5% in the early months of 2010,
and that there remains room to fur-
ther increase the bank’s quantita-
tive-easing program. “The clear
message is that any renewed tight-
ening of policy—be it the reversal of
quantitative easing or a rise in inter-
est rates—is a long way off,” said
Jonathan Loynes, U.K. economist at
Capital Economics.

How long can the Bank of
England continue to soak up
the U.K.’s debt? The U.K. cen-
tral bank may bridle at any
suggestion this is one aim of
quantitative easing, but that
is what seems to be happen-
ing in practice.

The Bank of England has
made clear one of its main
objectives in buying £125 bil-
lion ($190.87 billion) of gilts
is to drive down gilt yields.
In theory, this should be im-
possible since, as senior cen-
tral-bank officials admit, the
gilt market is extremely liq-
uid and deviations in yields
away from the market’s inter-
est-rate expectations should
be quickly arbitraged away.

But these are not normal
times. The U.K. government’s
decision to borrow £220 bil-
lion this year and £600 bil-
lion over the next five years
means gilt yields have been
well above levels implied by
the swaps market. Without
quantitative easing, gilt
yields would be much higher.

In fact, the central bank’s
efforts to manipulate the gilt

markets may actually be ex-
acerbating the problem.
Credit-market participants
are uncertain about the true
risk-free rate and the mar-
ket’s interest-rate expecta-
tions. That makes it harder
to price assets and may drive
yields higher.

The real test will come
when the central bank stops
buying gilts and the govern-
ment is forced to sell its
bonds in the free market. Om-
inously, overseas gilt holders
have been selling into the
central bank’s reverse auc-
tions, suggesting an impor-
tant source of demand is los-
ing confidence.

In an ideal world, a
strong independent central
bank would tell the govern-
ment to get a grip on its bor-
rowing. Instead, the U.K. fi-
nancial framework requires
the Bank of England to ac-
commodate itself to the gov-
ernment’s reckless fiscal pol-
icy. The weakness will even-
tually have to be addressed—
but that might require a mas-
sive crisis. —Simon Nixon

BEIJING—GrowthinChina’sindus-
trial production slowed in April even
as the government continued to ramp
up stimulus efforts, showing that a
rapid recovery in the world’s third-
largest economy isn’t yet ensured.

China’s industrial output in April
rose 7.3% from a year earlier, the Na-
tional Bureau of Statistics said
Wednesday. Although slower than
March’s 8.3% growth and beneath
market expectations for an 8% rise,
the April growth rate was still much
faster than the 3.8% rise for the Janu-
ary-February period.

While the government’s stimulus
spending and massive expansion of
bank lending have helped to boost
newinvestment,China’s exports con-
tinue to decline sharply. Economists
say that with many projects just get-

ting on stream, the stimulus spend-
ing is likely to have a bigger impact
on industrial demand in months to
come.“We believe China’s growth re-
covery remains intact and the dip in
April is likely to be temporary,” Gold-
man Sachs economists said in a note.

The April figure still indicates that
economic growth in the second and
third quarters of the year is likely to
be stronger than in the first, said Ha
Jiming, chief economist of China In-
ternational Capital Corp. Gross do-
mestic product grew 6.1% from a year
earlier in the March quarter.

“April marks a return to a normal
level,” after March’s industrial out-
put was artificially boosted by facto-
ries returning to operation after a
long break in February, Mr. Ha said.
 —Liu Li

TARP brain drain? So far, no
Taking stock
Market capitalization,
in billions of dollars 

Source: Thomson Reuters Datastream

Note: Figures as of Wednesday
midafternoon in New York
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Source: Bank of England Inflation report
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No credit
Companies still struggle to get loans, as British banks remain cautious and 
the foreign banks that once lent heavily in Britain stay at home. Below, 
changes in the growth of loans to U.K. private nonfinancial corporations.
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By Charles Levinson

BETHLEHEM, West Bank—In
front of thousands of faithful in the
cradle of Christianity, Pope Bene-
dict XVI on Wednesday issued his
strongest statement yet of solidar-
ity with Palestinians, expressing sor-
row for their hardships and offering
his prayers that Israel’s blockade of
Gaza will soon be lifted.

“In a special way, my heart goes
out to the pilgrims from war-torn
Gaza,” the pope said during a Mass
in Bethlehem’s Manger Square,
where Christians believe Jesus was
born. “I ask you to bring back to your
families and your communities my
warm embrace and my sorrow for
the loss, the hardship and the suffer-
ing you have had to endure.”

The pope arrived in Bethlehem
Wednesday morning, crossing
through the 11µ-meter-tall cement
separation barrier that divides the
city from Jerusalem. The pope was
to spend all of Wednesday in the Pal-
estinian territories, visiting a Pales-
tinian refugee camp in the after-

noon, before returning to Israel
proper for the final two days of his
pilgrimage. He is due to return to
Rome on Friday.

“Please be assured of my solidar-
ity with you in the immense work of
rebuilding which now lies ahead,
and my prayers that the embargo
will soon be lifted,” the pope said.
Palestinian President Mahmoud Ab-
bas attended the Mass.

Israel air, sea and ground forces
pounded Gaza in December and Jan-
uary, killing more than 1,100 people,
many of them civilians. The offen-
sive was in response to rocket at-
tacks from Gaza militants into south-
ern Israel.

Israeli forces have enforced tight
control over trade and travel across
the border with Gaza, which is con-
trolled by Hamas, a group the U.S.
and Israel consider a terrorist orga-
nization. The restrictions have effec-
tively sealed off the territory’s econ-
omy from the rest of the world.
Egypt also enforces tight security
along its border with Gaza.

Human-rights groups and non-

governmental organizations have
charged that aid shipments and
other crucial supplies needed for re-
building have been held up by the
border restrictions. Israel cites secu-
rity concerns for its tight controls.
On Wednesday, the pope reiterated
his support for Palestinian state-
hood after meeting privately with
Mr. Abbas.

Speaking to Mr. Abbas, the pope
said, “Mr. President, the Holy See sup-
ports the right of your people to a sov-
ereign Palestinian homeland in the
land of your forefathers, secure and
at peace with its neighbors, within in-
ternationally recognized borders.”

The pope also urged young Pales-
tinians to “resist any temptation
you may feel to resort to acts of vio-
lence or terrorism.”

The pope has said his five-day
visit is a religious pilgrimage, but it
has proved impossible for the pope
to avoid politics in this hotly con-
tested land. “Long live the pope;
Long live Palestine,” the thousands
of worshippers chanted as the pope
stepped onto the stage.

CORRECTIONS &
AMPLIFICATIONS

A less predictable ECB
adds to market confusion

Pope backs Palestinians
Benedict advocates
for end to embargo,
supports statehood
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By Joellen Perry

European Central Bank deci-
sions may be getting less predict-
able—a prospect some say is help-
ing undermine the confidence the
markets need to recover.

Rare public dissent among ECB
policy makers preceded the cen-
tral bank’s decisions last week to
signal that its key rate could fall be-
low 1% and to launch a Œ60 billion
($81.6 billion) program to buy low-
risk corporate bonds. Now, central
bankers in the 16-nation euro zone
are sparring publicly about the
cost of the bond-buying program
and whether it should be expanded
to include other assets.

While the open debates shed
light on individual ECB policy mak-
ers’ thinking, some analysts say
they make the bank’s decisions
less predictable and increase mar-
ket uncertainty at a time when
many policy makers believe boost-
ing investor confidence is key to
helping the financial system heal.

The “unpredictability of the
[ECB’s] increasingly public dis-
agreement,” said James Nixon,
economist with Société Générale
in London, “is injecting a lot of un-
certainty into the market at a time
when it might not be best” to do
so.

On Wednesday, Marko Kranjec,
an ECB Governing Council mem-
ber and governor of Slovenia’s cen-
tral bank, said in an interview with
Bloomberg that the ECB’s new pro-
gram to buy a class of corporate
bonds called covered bonds would
“very likely” cost more than the
Œ60 billion estimate ECB Presi-
dent Jean-Claude Trichet pro-
vided when he announced the pro-
gram on May 7. Mr. Kranjec also
said policy makers “don’t exclude”
buying other securities such as
short-term corporate IOUs called
commercial paper.

Mr. Kranjec’s comments con-
trast with those of fellow council
member Axel Weber, the outspo-
ken head of Germany’s central
bank, who suggested in a speech
Tuesday that he isn’t prepared to
broaden the program to other as-

sets. Mr. Trichet has said policy
makers will provide more details
of how the program will work—in-
cluding how the bank plans to pay
for it—at their next rate-setting
meeting in June.

That the ECB unveiled an asset-
purchase program at all last week
took many in the markets by sur-
prise. Some policy makers had sug-
gested before the meeting that
they favored other approaches,
such as lengthening the terms of
the loans the central bank makes
to commercial banks—a step the
ECB also announced. Some, includ-
ing Mr. Weber, had also been criti-
cal of letting the key rate fall be-
low 1%—a possibility Mr. Trichet
left open.

The magnitude of the economic
and financial-sector shock likely
underlies the new cacophony of
ECB opinions. “The current envi-
ronment is such that it’s unavoid-
able to have a very large spectrum
of views, given the uncertainty
about the outlook [and] the effec-
tiveness of the response,” said
Jacques Cailloux, economist with
Royal Bank of Scotland in London.

But the public divisions under-
mine the ECB’s longtime goal of
presenting a united policy front.
Unlike the U.S. Federal Reserve
and the Bank of England, which
vote on decisions and publish min-
utes showing votes, the ECB makes
decisions by consensus and
doesn’t publish minutes of its
meetings. In the past, Mr. Trichet
has also stressed that the central
bank places a premium on being
predictable (while maintaining li-
cense to respond quickly if market
conditions change).

The new uncertainty about the
ECB’s actions may be undermining
market confidence at a crucial mo-
ment. An ECB report Wednesday
suggested that reviving investor
confidence is key to kick-starting
bank funding markets that have
dried up amid the crisis. Lacking
steady access to traditional fund-
ing sources such as bond and inter-
bank lending markets, the report
said, European banks could curtail
lending to households and firms,
damping economic growth.

Pope Benedict XVI, left, shakes hands with Palestinian President Mahmoud
Abbas, right, Wednesday at the Palestinian headquarters in Bethlehem.

LEADING THE NEWS

A Bank of America Corp. spokes-
man said the lender raised $7.3 bil-
lion by selling shares in China Con-
struction Bank Corp. in a transac-
tion that included Hopu Investment
Management Co., China Life Insur-
ance (Group) Co., Temasek Hold-
ings Pte. Ltd. and BOC International
Holdings Ltd. A Money & Investing
article Wednesday didn’t include
BOC International.
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EU regulators slap Intel with record $ 1.45 billion fine

Charities turn down the glitz after Wall Street gets blitzed

By Rachel Dodes

Macy’s Inc. and Liz Claiborne
Inc. both posted wider losses for
their fiscal first quarters on Wednes-
day, illustrating that the recession
hasn’t ended for many sellers and
makers of apparel.

Department store chain Macy’s
lost $88 million in the quarter
ended May 2, or 21 cents per share,
compared to a loss of $59 million in
the year-ago period.

Macy’s sales in the first quarter
fell 9.5% to $5.2 billion, as consumers
bought fewer items and customer vis-

its remained weak, the company
said. Inventory in the quarter was
down 4.9%, but not as steep as the
sales decline. J.P. Morgan retail ana-
lyst Charles Grom warned of “danger-
ous waters ahead” from the combina-
tion of heavy inventories and a dete-
riorating gross profit margin rate.

Liz Claiborne posted a net loss of
$91 million, or 97 cents share, com-
pared with a net loss of $31 million a
year earlier. The company’s wider
loss underscores that, while the re-
cession hasn’t been kind to apparel
retailers, it has been even worse for
some of their biggest suppliers.

FROM PAGE ONE

rebates that are a common facet of
competition.

In addition to seeking to overturn
rulingsoutsidetheU.S.,Intelmustalso
prepareforpossibleactionagainstthe
company by the U.S. Federal Trade
Commission,andprivateantitrustliti-
gation by AMD and class-action plain-
tiffs thatgoesto trial next year.

Proving the plaintiffs’ cases un-
der U.S. law is likely to be tougher, le-
gal experts say, but a victory by
plaintiffs could lead to even bigger
fines than the EU imposed, and pos-
sibly additional restrictions on the
company’s sales practices.

The Intel decision in Europe
comes as U.S. regulators jettison
Bush-era legal guidance that led to
narrow scrutiny of monopolists. In a
speech Monday, Justice Depart-
ment antitrust chief Christine Var-
ney said regulators “cannot sit on
the sidelines any longer.” That could
mean greater convergence with Eu-
ropean regulators, who have been
more willing to bring antimonopoly
actions, including a marathon case
against Microsoft Corp. Ms. Varney
knows the field well: She repre-
sented browser-maker Netscape in
the U.S. antitrust prosecution of Mi-
crosoft in the 1990s.

“The more competition authori-
ties join us in our competition philos-
ophy, the better it is,” Ms. Kroes said
of the new U.S. stance.

The EU’s case against Intel is a
classic monopoly prosecution: Intel,
the EU ruled, used its muscle—par-
ticularly with rebates—to push
smaller rival AMD to the margins of
the market.

In one instance, the EU said, Intel
for two and a half years made re-
bates to one manufacturer condi-

tional on that manufacturer “pur-
chasing no less than 95% of its CPU
needs for its business desktop com-
puters from Intel.” The EU said Intel
gave conditioned rebates to com-
puter manufacturers Acer Inc., Dell
Inc., Hewlett-Packard Co., Lenovo
Group and NEC Corp.

Intel said it would challenge
Wednesday’s decision at the Court of
First Instance in Luxembourg, which
hears appeals of the actions of the EU
antitrust regulator and other
branches of EU’s executive arm. The
court process islikely to take years.

In a series of cases earlier this de-
cade, the court sharply rebuked the
EU’s merger-control procedures;
the result has been a years-long
dearth of challenges to mergers by
the bloc. But the court has so far
given the EU regulator a far wider
berth in monopoly cases—most criti-
cally in 2007 backing the EU’s 2004
ruling against Microsoft for abuse
of its market dominance. In that
judgment, the court declined to sec-
ond-guess the EU’s findings of law
or fact, accepting that the regulator
had broad authority to bring monop-
oly cases so long as its reasoning
was careful and thorough.

Launched after a complaint from
AMD in 2000, the Intel case has taken
even longer than the EU’s seminal Mi-
crosoft case. Some career regulators
inside the tech-industry unit of the
EU’s competition directorate have
spent a decade on the two cases. Mi-
crosoft’s fine of Œ497 million in 2004
wasarecordatthetimeforamonopoly
case; in 2006 the EU added Œ280 mil-
lion and last year added Œ899 million
to Microsoft’s tab for not complying
with the 2004 decision.

The legal issues in Intel’s appeal
will be different, but the specter of

Microsoft’s loss will loom large.
The thrust of Intel’s appeal will

be that the EU wrongly inferred
from limited evidence that rebates
to manufacturers were conditional,
says Bruce Sewell, the company’s
general counsel. For instance, he
says, there was a period when Dell
used only Intel chips and also got a
discount, he says. But exclusivity
wasn’t required, he says, a point In-
tel claims is backed up by evidence
in U.S. litigation. In October, Intel
went to the Luxembourg court to
seek to compel the EU to include
these and other documents in its rul-
ing. The court declined to do so.

Theappealwillbeatoughstruggle.
If the facts back up the EU’s charges, a
dominant company paying rebates to
keep a competitor out of a market is a
“pretty classic exclusion case,” said
John Pheasant, an antitrust lawyer at
Hogan & Hartson in London who

wasn’tinvolved in the case.
Mr. Sewell said Intel “will do

what is necessary to be compliant.”
Outwardly, Intel has maintained

a more cordial relationship with the
EU than had Microsoft, which was
quicker to express its frustration.
But the two sides have nonetheless
been tense and distant. While Mi-
crosoft’s top executives shuttled to
Brussels in a last-ditch attempt to
work out a settlement, Intel hasn’t
had any settlement discussions. Mr.
Otellini has had only one, brief meet-
ing with Ms. Kroes.

Intel, for its part, has chafed at
the less-adversarial way Europe po-
lices companies: antitrust regula-
tors at the European Commission
have authority to issue fines and or-
der changes in behavior directly. In
the U.S., antitrust enforcers bring ac-
tions before a judge or jury, and the
two sides fight it out.

Intel’s position in the market for
microprocessor chips expanded af-
ter Intel technology was selected by
International Business Machines
Corp.for itsfirstlineofpersonalcom-
puters, which came out in 1981. IBM,
wary of relying on a single supplier
for such a key component, required
that Intel license its so-called x86
technology to other manufacturers.

Intel and AMD, one of the licens-
ees, have fought a series of legal bat-
tles since that relationship broke
down in the late 1980s. Today, Intel
has about 80% of the global micro-
processor market.

The U.S. Federal Trade Commis-
sion began investigating Intel’s con-
duct in the next decade; in 1999 Intel
settled allegations that it cut com-
puter manufacturers with whom it
had other disputes out of patent li-
censes needed to build Intel-based
systems.

More recently, regulators around
the world have been zeroing in on In-
tel’s system of discounts and incen-
tives to manufacturers who build PCs
and computer servers. In 2005, regu-
lators in Japan ruled that Intel made
illegal payments to manufacturers to
induce them to limit purchases of
AMD chips. Last year, South Korean
regulators found that Intel gave un-
fair discounts to manufacturers; Ko-
rea fined Intel $25 million.

The FTC is also renewing its scru-
tiny. Last year it upgraded a long
simmering probe to formal status,
and FTC officials have been coordi-
nating with their European counter-
parts. A private antitrust suit filed
by AMD, which dates to 2005, is in a
Delaware federal court. Trial is
scheduled for next year.
 —John. W. Miller and Don Clark

contributed to this article.
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nancial incentives to motivate giv-
ing in a potentially tough year: Fin-
ancier George Soros and Robin
Hood’s board of money managers
and corporate executives joined
forces to match guests’ contribu-
tions dollar for dollar. Tables do-
nated about $27 million, and ticket
sales generated another $17 million.

As New York’s first spring gala
season since last year’s market
crash ramps up, hundreds of chari-
ties around the U.S. are facing a diffi-
cult juggling act: They need to tone
down the glitz to respect the terri-
ble economy and the bubbling anger
toward Wall Street excess. But they
still need to stage high-profile
events to attract wealthy donors.

Indeed, a bad night can seriously
dent a charity’s ability to maintain
its programs. “For many nonprofits,
a gala could be 25% of their annual
income, and those dollars aren’t go-
ing to come from somewhere else,”
says Melissa Berman, president of
Rockefeller Philanthropy Advisors.
This year, she says, charities are try-
ing harder to frame their events as
“people coming together to help
those less fortunate” to avoid the
perception of “a bunch of clueless,
thoughtless people drinking too
much.”

Project Sunshine, a New York
charity that provides services to hos-
pitalized children, plans to cut down
on corporate signage and honor sev-
eral volunteers instead of individual
donors at its benefit later this
month. (It does plan to honor a cor-
porate donor.) But the charity will
still auction a weeklong Caribbean
trip and dinner with Kristen Dalton,

the recently crowned Miss USA.
City Harvest, which distributes

food to New York soup kitchens and
pantries, shared the costs of its
April benefit with another non-
profit. It also did away with large flo-
ral centerpieces and seating cards
with fancy calligraphy. But donors
could still bid on dugout seats to a
Los Angeles Dodgers baseball game.

Miss USA, working the charity
circuit, also made an appearance.
Later, rock star Rob Thomas per-
formed. As if to nod to the troubled
times, he played acoustic guitar and
several upbeat songs were at slow
tempos. City Harvest’s haul: a bit
over $1 million, down slightly from
$1.3 million in 2008.

In February, New York’s Vine-
yard Theater ditched table center-
pieces at its annual dinner and in-
stead sprinkled rose petals on the ta-
bles to save money. Anticipating
less-flush donors, the theater com-
pany also offered low-bid “mystery
envelopes” containing spa pack-
ages, restaurant gift certificates and
Broadway tickets.

But Vineyard still held the gala at
the swanky Rainbow Room atop
Rockefeller Center in midtown Man-
hattan and landed actor Nathan
Lane as its master of ceremonies. Its
fund-raising haul slipped 2.5% to
just under $200,000 from the previ-
ous year, but attendance was higher.

Though Robin Hood abolished
its extravagant auction, plenty of
glitz remained at New York’s Javits
Center Tuesday. The Black Eye Peas
hip-hop group performed. Actress
Anne Hathaway, New York Giants
quarterback Eli Manning and NBC
News anchor Brian Williams cajoled

guests to donate. At dinner tables,
money managers rubbed elbows
with Oprah Winfrey, Michael J. Fox
and Tom Hanks.

Out were the big prizes. In were
electronic hand-held devices allow-
ing attendees to make contributions
that appeared on large movie-
screen scoreboards that kept run-
ning tabs like a telethon. All money
would go directly to programs fight-
ing poverty.

Robin Hood started small. Just af-
ter the 1987 stock-market crash, Mr.
Jones, then a 33-year-old hedge-
fund manager, gathered friends for
Chinese food at his bachelor pad
near the United Nations. He wanted
to start a charity to help reeling New
Yorkers. “I thought we were going
into the Great Depression,” Mr.
Jones says. “I was only off by 20
years.”

The group settled on the name
Robin Hood, playing on the theme of
taking from the rich and giving to
the poor. It hewed to a strategy of
funding programs it viewed as suc-
cessful, requiring charities to sub-
mit annual reports outlining results
to justify further grants. Today, it re-
leases annual “Investors Reports”
that detail the social returns of its
grants.

Robin Hood’s early benefits at-
tracted performers such as Ray
Charles, but raised only around $1
million. In 1996, Home Depot co-
founder Kenneth Langone joined
Robin Hood’s board. He lauded the
charity’s goals but lambasted its
lackadaisical fund-raising opera-
tion. The charity resolved to do
more.

Around that time, entertainment-

industry executive John Sykes
joined the board. John Mellencamp
performed at one of the group’s ben-
efits, and in 2000, the Who played,
helping raise more than $10 million.
Robin Williams, Whoopi Goldberg
and Al Franken hosted dinners, and
Aerosmith, Beyonce and Jay-Z enter-
tained. Robin Hood’s benefits be-
came a New York fund-raising pow-
erhouse, eventually raising $71 mil-
lion in 2007.

When global markets imploded
last year, Robin Hood board mem-
bers realized they had to rethink the
annual money-making dinner. Auda-
cious luxury packages “wouldn’t be
right this year,” says David Saltz-
man, the group’s executive director.

Instead, at Tuesday’s gala,
Aretha Franklin sang “Bridge Over
Troubled Water.” Mr. Stewart stood
with Mr. Brokaw on the stage of the
convention center’s giant, dimly lit

hall. They playfully traded barbs
with Ms. Hathaway and Messrs.
Manning and Williams, who acted as
“captains” twisting the arms of rich
guests in their sections.

Mr. Manning needled Mark
Sanchez, the new New York Jets
quarterback selected fifth in April’s
National Football League draft, for a
large donation. Mr. Williams, point-
ing to actor Frank Langella and Mr.
Hanks, alerted the room: “You got
Nixon, you got Gump.”

Throughout the night, Mr. Stew-
art reminded guests of their role in
the country’s current economic
straits. “We’re going to take all this
and turn it into charity-default
swaps,” he said of the money raised.
“We’re going to securitize it and sell
it to China.” Referring to last year’s
event, he said, “we were burning
money, using $100 bills as coasters.
What the hell happened?”
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Costly business
Intel on Wednesday received the highest antitrust fine levied by the European 
Commission. The company intends to appeal the decision. Top 10 in millions:

2006

2008

2008

2007

2001

2007

2004

2008

2008

280

318

370

397

462

480

497

896

899

Microsoft/U.S.

Sasol/South Africa*

Pilkington/U.K.

Siemens/Germany*

Hoffmann-La Roche/Germany

ThyssenKrupp/Germany*

Microsoft/U.S.

Saint Gobain/France

Microsoft/U.S.

2009 Intel/U.S. Œ1,060

* Appeal lodged before 
the Court of First Instance

Macy’s, Liz Claiborne post losses
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Germany lambasted over ‘bad-bank’ plan
Little effort to boost
capital of lenders;
prolonging the pain

Impairments push ING
to a first-quarter loss

Note: Table is intended to reflect the overall situation in Europe and doesn’t reflect specific
national situations.
Source: European Central Bank

Funding crunch
Many funding sources for European banks have dried up amid the crisis and 
could be hampered for years. Funding sources during the crisis
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2009
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LEADING THE NEWS

By Marcus Walker

BERLIN—Germany’s government
presented its plan to help banks rid
themselves of distressed assets by
shifting them to “bad banks” in the
hope of getting credit flowing again in
Europe’s biggest economy.

But analysts said the plan doesn’t
do enough to restore banks’ capital or
make lenders come clean on their
losses. Instead, the plan aims to let
banks spread out losses over as much
as 20 years with the help of off-bal-
ance-sheet vehicles, analysts said,
while avoiding upfront costs to tax-
payers ahead of Germany’s elections
in September.

“Thisis anotherexampleof Germa-
ny’s reluctance to take decisive action
throughout this financial and eco-
nomic crisis,” said Paul Mortimer-
Lee, chief economist at BNP Paribas in
London. German banks still will be
saddled with future losses of uncer-
tain scale, which will harm their abil-
ity to lend, he said.

Germany’s announcement came
as the European Central Bank warned
Wednesday that banks in the euro
zone face funding problems as a re-
sult of the financial crisis that could
take years to abate, holding back bank
lending to households and busi-
nesses. The International Monetary

Fund said on Tuesday that Europe
needs to take bolder action to clean
up its banking sector, so that banks’
weakness doesn’t jeopardize the re-
gion’s chances of economic recovery.

The IMF said European banks
have raised only about 40% of the
$1 trillion that they need to cover
losses sincethe beginning of the finan-
cialcrisis and to maintain healthy cap-
ital levels.

Industrial production in the euro
zone dropped nearly 8% in the first
quarter, compared with the last quar-
ter of 2008, according to data re-
leased Wednesday that confirmed the
region’s recession became more se-
vere in early 2009. Other data suggest
that the pace of Europe’s recession is
starting to slow, but most economists
believe a return to growth remains a
long way off.

German banks and banking associ-
ations have reacted cautiously to the
draft law, with no lenders saying they
intend to use it. In addition, the plan
will cover only up to Œ180 billion
($245.52 billion) of banks’ complex se-
curities, but not other distressed-as-
set categories such as business loans.
Germany’s banking regulator esti-
mates that the country’s banks are sit-
tingon more than Œ800billionof prob-
lem assets.

Under Germany’s bad-banks plan,
which still needs Parliament’s ap-
proval to become law, banks will have
the option of putting structured prod-
ucts, such as mortgage-backed securi-
ties, into special-purpose vehicles at
90% of their present book value,
which is often far above the assets’

likely market value if sold today. In re-
turn, the vehicle would give its parent
bank a note promising to repay it an
equivalent amount in up to 20 years’
time. The German state would guaran-
tee the repayment in exchange for a
fee from the bank, which would free
up capital by swapping toxic assets
for a risk-free note. The bank also
could use the state-backed note as col-
lateral when borrowing central-bank
funds.

In addition, the bank would have
to pay the vehicle the difference,
spreadout overas long as 20 years, be-

tween 90% of an asset’s book value
and its estimated ultimate value when
it matures. If an asset’s ultimate value
turnsout to be less than auditors’ esti-
mates, the bank will have to pay divi-
dends to the German state instead of
to shareholders until the full loss is
covered. If assets perform better than
expected, the bank gets the upside.

The result is that German taxpay-
ers won’t pay for banks’ problems, a
political requirement imposed by Ger-
many’s coalition government, which
faces national elections in September.
But critics said the price is that banks

won’t be forced to come clean quickly
on their losses or raise enough capital
to allow a return to normal lending.

Chancellor Angela Merkel’s chief
of staff, Thomas de Maiziere, said the
plan would help banks by allowing
them to push their losses into the fu-
ture and to spread them out over
many years.

“In the interests of the real econ-
omy, we are buying time for the eradi-
cation of contaminated assets,” he
told a news conference in Berlin.

The U.S.’s and U.K.’s plans for deal-
ing withtoxicassets do more than Ger-
many’s plan, albeit at a cost to taxpay-
ers, said analysts.

“There’s a fundamental conflict be-
tween protecting the taxpayer from
bearing costs and cleaning up banks’
balance sheets,” said Mr. Mortimer-
Lee. Germany’s bad-banks plan, he
said, is “an accounting trick rather
than a real resolution of the problem.”

Germany’s public finances might
do better if the state injects capital
into German banks now, so that its
economy and tax revenue recover
faster,said Simon Tilford, chief econo-
mist at the Center for European Re-
form, a London think tank.

Spreading out banks’ losses over
time couldhelp somebanks to stay sol-
vent, said Daniel Gros, director of the
Center for European Policy Studies, a
Brussels think tank. But the plan
should have been compulsory instead
of voluntary to make sure enough
banks use it for enough assets, said
Mr. Gros.
 —Joellen Perry in Frankfurt

contributed to this article.

By Bart Koster

AMSTERDAM—ING Groep NV
swung to a first-quarter net loss, as
impairments on real-estate hold-
ings and equity investments hit its
insurance operations.

The Amsterdam financial-ser-
vices company’s banking business
remained profitable, despite heavy
provisions against loan losses. The
company gave no outlook for the full
year.

ING announced a net loss on
Wednesday of Œ793 million ($1.08
billion), compared with a net profit
of Œ1.54 billion a year earlier.

ING shares tumbled 10%, while
the Amsterdam market fell 2% and
the pan-European Dow Jones Stoxx
600 index lost 2.7%.

Though ING reported a net loss
for the first quarter, the results
were an improvement from the
fourth quarter of last year, when the
company posted a net loss of Œ3.7 bil-
lion.

ING recorded a Œ979 million un-
derlying loss before taxes at its in-
surance unit, compared with a Œ690
million profit a year earlier. Its insur-
ance new business value decreased
57% to Œ120 million, while revenue
was down 28% at Œ1.28 billion.

At its banking operations, the
company recorded an underlying
profit of Œ698 million before taxes,
down from Œ1.41 billion.

The bank added Œ772 million to
loan-loss provisions in the quarter
“due to deteriorating credit quality
across all business lines and re-
gions,” it said, adding that risk costs

will remain elevated for the rest of
2009.

ING’s Tier 1 ratio, a key measure
of a bank’s financial strength, rose
to 9.7% from 9.3% at the end of the
fourth quarter.

Chief Executive Jan Hommen
said the company’s Œ500 billion in-
vestment-management business
will be managed within the insur-
ance division. He said ING wants to
play a leading role in further consoli-
dation in the world-wide invest-
ment-management sector and that
it could link up with another player.

Mr. Hommen also said there is
“much interest from bargain hunt-
ers” in the possible sale of several
other ING business units, but that
the company isn’t in a hurry to sell
and will do so only at a fair market
price.

ING has said it will sell 10 to 15
business units for an expected Œ6 bil-
lion to Œ8 billion, as part of its strate-
gic repositioning.

Mr. Hommen said the bank is
“well on track with its cost-savings
program of Œ1 billion in 2009,” add-
ing that at the end of March, Œ231
million of the savings had been real-
ized. The bank has shed 5,380 jobs
of a planned 7,000 cuts in total, Mr.
Hommen said.

ING received a capital injection
of Œ10 billion from the Dutch govern-
ment in October and a Œ27.7 billion
state guarantee on its Alt-A mort-
gage portfolio in January.

Mr. Hommen said ING “feels
quite comfortable” about its capital
position, but he refrained from giv-
ing an indication on when and how
ING would repay the state support.
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By Carl Bialik

Though the swine flu captured
the world’s attention, its total con-
firmed death toll of fewer than 100
people so far provided a point of
comparison that many health ex-
perts couldn’t resist: Garden-vari-
ety seasonal flu kills that many peo-
ple each day in the U.S. alone.

That’s according to Ted Epperly,
president of the American Academy

of Family Physi-
cians, which is
amongmany groups
that cite an estimate
fromCentersforDis-

ease Control and Prevention scien-
tists that flu causes or contributes to
anaverageof36,000deaths eachyear.
“This is no little deal,” Dr. Epperly
says.“I don’t wantpeople to think, ‘Oh
my gosh, we just avoided this bullet
with swine flu,’ when every day influ-
enza kills 100 people.”

But a bullet, it turns out, may
never have left the barrel. According
to the CDC’s own numbers, influenza
was listed as the underlying cause
on just 849 death certificates in
2006, the most recent year available—
half as many as hernias and a quarter
the number killed by peptic ulcers.
This number has been flat in recent
decades even as the CDC’s much
larger estimates of annual flu deaths
have been increasing.

This discrepancy in death counts
highlights a fundamental, and possi-
bly unavoidable, flaw in national
health surveillance. The CDC tallies
the toll of diseases and injuries using
death certificates, but these often are
filled out by harried physicians with
incompleteinformation.“Sometimes
they’re not going to know,” says Rob-
ert Anderson, the chief of mortality
statistics for the CDC’s National Cen-
ter for Health Statistics. “Sometimes
they may need to guess. Sometimes
they’re not willing to guess.”

The resulting death counts are of-
ten unreliable. Even if they were ac-
curate, though, some public-health
officials prefer measures that take
into account age at death and survi-
vors’ quality of life. Such alternate
measures might de-emphasize influ-
enza. According to the CDC’s esti-
mates, 91% of all flu victims in the de-
cade through 2003—the latest avail-
able data—were 65 or older.

“It’s aquick way to get policy mak-
ers and the lay public to understand
the potential impact,” David Shay, a
CDC flu researcher, says of the
36,000-death figure he helped esti-
mate, “but it shouldn’t be the only
measure.”

These measurement problems are
particularly acute with influenza, be-
cause it can exacerbate underlying
conditionssuchasheartdiseaseorpre-
cipitate pneumonia or other respira-
tory illness. The doctors, coroners or
medical examiners who fill out death
certificates are supposed to list an un-
derlyingcause ofdeath,butDr.Ander-
son says many who die from the flu
never see a doctor. If they do, flu tests
are rare becausethe doctorisfocusing

on the complication caused by flu.
Dr. Shay and colleagues at-

tempted to compensate for this per-
ceived underreporting of flu deaths
by looking for clues in seasonal mor-
tality patterns. If flu’s human toll is
uniquely resistant to measurement,
it is also uniquely measurable by sta-
tistical sleuthing, according to Dr.
Shay. That’s because flu’s activity var-
ies each year, in time of onset, dura-
tion and severity.

In a paper earlier this year, he and
his co-authors unveiled four differ-
ent statistical models for measuring
flu deaths. Some of these models
made use of lab tests from around the
country, correlating the fluctuation
in positive flu-test results with the
waxing and waning in respiratory
and circulatory deaths. All four mod-
els came up with similar estimates:
Tens of thousands of people dying
eachyearfromtheflu.Oneofthemod-
els produced a 10-year average
through the 2002-2003 flu season of
36,171, the basis for the 36,000 figure
nowubiquitous in public-health cam-
paigns and media coverage.

This estimate has its skeptics. It’s
basedonlabtestingofpeoplewhopri-
marily are ill, and not a representa-
tive sample of the population, Jimmy
Efird, a statistician with the Univer-
sityof North Carolina’s Center for the
Health of Vulnerable Populations,
points out. And it makes use of the
same death-certificate data whose
flaws necessitated the research, po-
tentially replicating the errors.

Peter Doshi, a graduate student at
the Massachusetts Institute of Tech-
nology, has gone further in his cri-
tique. In a 2005 article in the British

journal BMJ provocatively titled “Are
US flu death figures more PR than sci-
ence?” Mr. Doshi criticized the CDC
for sometimes confusing deaths
caused by the flu with those where
the infection was one contributing
factor. In an article last year, Mr.
Doshi compiled recorded deaths from
the flu for the past century and found
that the numbers in years of notable
outbreaks within the past 60 years
weren’t that different from years just
before and after them.

Dr. Shay defends his measure-
ments but acknowledges they aren’t
exact, noting, for instance, that his
models don’t take into account tem-
perature and air pollution, which
themselves can affect the incidence
of respiratory illness.

If people make decisions based
on faulty information, says Mr.
Doshi, “then this is important and
needs fixing.”

Improving the understanding of
global disease burden has been a pri-
ority in public health for several de-
cades, and part of that effort is find-
ing a better tool than body counts to
measure diseases. To decide on prior-
ities and measure progress, groups
such as the World Health Organiza-
tion have begun to contemplate a
measure called disability adjusted
life years. DALYs take into account
both the number of years lost—so
deaths of children count more than
those of the elderly —and the quality
of life lost when sickness or injury
doesn’t kill but leaves lasting effects.

Calculating the relative burden of,
say, blindness (about a 60% diminu-
tion of quality of life) may seem cold
calculus, but in allocating limited pub-

lic-health resources, that’s how deci-
sions sometimes are made.

More troubling is just how hard it
is to come up with DALYs, which add
nuance to death tolls but also devil-
ish complexity. Dozens of countries
lack reliable death-registration sys-
tems, and assigning weights to dis-
abilities is subjective.

The fundamental premise be-
hind DALYs is also problematic.
Someone who dies in middle age, for
example, may have fewer years of
life remaining than a newborn, but
he or she likely has more financial re-
sponsibilities, including keeping
family members healthy.

Should DALYs be embraced at
the CDC, they might lead to a de-em-
phasis on the flu. Many people who
die of flu-related causes are old and
sick and may not have lived much
longer. Colin D. Mathers, coordina-
tor of the WHO’s mortality and bur-
den of disease unit, compares flu’s
yearly toll to the tens of thousands
of deaths attributed to the 2003
heat wave in Europe. Many were
quite ill already. “If the heat wave
hadn’t occurred, they probably
would have been dead in six months,
anyway,” he said.

Dr. Shay says he’d like to find more
sophisticated ways of expressing the
burden of flu even though he recog-
nizes this might mean the waning of
the flu’s relative prominence. “We
needtoexpresstheimpactinavariety
of different ways,” Dr. Shay says, “so
people can make the best decisions.”

Learn more about this topic at
WSJ.com/NumbersGuy. Email num-
bersguy@wsj.com.

Note: Yearly death totals are for flu seasons extending into the early part of the following year.
Source: Peter Doshi, Centers for Disease Control and Prevention

The silent killer
The CDC estimates that flu is involved in about 15 times more 
deaths each year than is recorded on death certificates.
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Pandemic confusion about flu’s death rates
Discrepancy in data
highlights a flaw
in U.S. surveillance

By Tamara Audi

Owners of the Fontainebleau, a
massive luxury resort under con-
struction on the Las Vegas Strip, are
accusing lender Deutsche Bank AG,
of “seeking to destroy” the project
in order to protect a competing prop-
erty that the bank owns.

In an amended filing Tuesday in
the Nevada district court in Clark
County, Fontainebleau Las Vegas
LLC said Deutsche Bank breached a
contract with the Las Vegas resort
to prevent it from competing with
the Cosmopolitan, another luxury re-
sort and residential project on the
Las Vegas Strip. Deutsche Bank took
control of that project in February
2008 after the developer defaulted
on a $760 million loan and acquired
it for $1 billion during a September
foreclosure auction.

Deutsche Bank called the develop-
ers’ suit an attempt “to distract from

the fact that they have breached their
loan covenants,” and said it will con-
test the “meritless allegation.” The
bank had committed to providing $80
million toward the project’s financing.

The complaint underscores the
complications that are emerging as
more casino and hotel operators fall
into bankruptcy or put up properties
as collateral. In some cases, banks
that once acted as lenders have
turned into owners as they take pos-
session of big resorts and commer-
cial properties that have defaulted.

In addition to Deutsche Bank,
Royal Bank of Scotland, Bank of
America Corp. and Sumitomo Mit-
sui Banking Corp. were named as de-
fendants in the Fontainebleau
breach of contract suit. Each has
stakes in competing casino and re-
sort properties. Bank of America de-
clined to comment. RBS and Sumit-
omo Mitsui couldn’t be reached for
immediate comment.

In total, Fontainebleau Las Vegas
is suing 10 lenders for allegedly violat-
ing financial obligations as a result of
canceling an $800 million revolving
credit facility needed to complete
construction on the $3 billion resort.

According to the suit, filed last
month, the banks canceled the loan
saying the project had defaulted on
unspecified loan requirements. Fon-
tainebleau has said it is not in de-
fault, and accused the banks of try-
ing to back out of their commit-
ments even after receiving bailout
funds from the federal government.

Its revised complaint also alleged
intentional interference with its con-
tract, claiming Deutsche Bank
“worked aggressively to discourage”
other banks from lending to Fon-
tainebleau to protect its $1 billion in-
vestment in the Cosmopolitan.

Fontainebleau’s suit claimed
Deutsche Bank is trying to “mini-
mize competition with the Cosmo-

politan project. To that end, Deut-
sche Bank has sought to persuade
other Revolver Banks to breach their
commitments” to Fontainebleau.

A spokesman for Fontainebleau
said in a statement that “evidence
supporting our allegations will be
presented at trial.”

Both the Fontainebleau and Cos-
mopolitan projects are in the final
stages of construction, and their
openings could flood the Las Vegas
Strip with thousands of new luxury
hotel rooms. Fontainebleau, sched-
uled to open in the fall, features a
63-story glass skyscraper with
3,800 hotel rooms and condo units.
Cosmopolitan, scheduled to open in
2010, will have 3,000 hotel rooms
and condo units and an 80,000
square-foot-casino.

Both projects also stand to com-
pete with City Center, a massive re-
sort on 67 acres of the Las Vegas
Strip owned by casino operator

MGM Mirage and Dubai World, the
investment arm of the Persian Gulf
state. The City Center project nar-
rowly avoided bankruptcy and is
scheduled to open by the end of this
year, adding more than 4,000 rooms
to Las Vegas.

A Fontainebleau spokesman said
the project has had to significantly
scale back construction, which em-
ploys 3,300 workers and is expected
to employ 6,000 hotel and casino
workers when it opens.

After the complaint was filed in
April, Bank of America, the lead
lender on the credit facility, said it
was in talks with Fontainebleau to
negotiate a restructured financing
for the project.

Fontainebleau said Tuesday
those talks “are progressing but we
need all the banks to fulfill their
funding commitments immediately
so we can bring people back to work
and complete the project.”

Vegas resort accuses bank of canceling funds due to rivalry
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Personal Technology

By Max Colchester

PARIS—A French court ruled
that eBay Inc. can’t be held legally
accountable for the sale of counter-
feit L’Oréal SA perfumes and face
creams on its auction Web site in
France.

The ruling, which comes two
years after the French cosmetics gi-
ant filed a lawsuit against eBay, en-
compasses all brands for which
L’Oréal makes beauty products, in-
cluding Yves Saint Laurent,
Lancôme, Garnier and others.

The French ruling is the latest
turn in a longstanding feud be-
tween eBay and luxury-goods com-
panies over whether the auction-
eer is doing enough to clamp down
on the sale of fake handbags, per-
fumes and cosmetics on the Inter-
net. In another case, a French
court ruled last year that eBay
should pay damages to French lux-
ury companies LVMH Moët Hen-
nessy Louis Vuitton SA and Her-
mès International SA after it
judged that the online auction site
hadn’t done enough to prevent the
sale of high-end counterfeit prod-
ucts, including handbags.

In Wednesday’s ruling, Judge
Elisabeth Belfort said eBay
couldn’t be held accountable for
sales of—and advertisements for—
fake L’Oréal products on its Web
site. Through its anticounterfeit-
ing measures, eBay has “fulfilled
its obligations of loyalty to other
operators on the market,” Ms. Bel-
fort added. The court also ruled
that in the future, eBay and L’Oréal
should cooperate more in their ef-
forts to fight the sale of fake goods
online.

Alexander von Schirmeister, di-
rector general of eBay France, said
the company wasn’t to blame if
fakes were posted on its site. How-

ever, should a company show that
a particular vendor was selling
counterfeit goods, eBay is responsi-
ble for removing the items, Mr. von
Schirmeister said.

EBay says it spends $10 million
a year fighting counterfeiters and
employs 2,000 people to scour the
site for fakes. “These measures can-
not be 100% effective if brands do
not cooperate with us,” said Mr.
von Schirmeister in an interview.

In a statement, L’Oréal said it
would be “very willing” to cooper-
ate with eBay to find a solution.

In 2007, L’Oréal launched trade-
mark-infringement suits against
eBay in four European countries.
The response in Europe has been
disjointed, with courts in different
countries offering conflicting
views on eBay’s antiforgery mea-
sures.

A court in Belgium last year
ruled in favor of eBay, saying it had
done enough to crack down on the
sale of fakes—a decision L’Oréal ap-
pealed. Decisions are still awaited
in Spain and the U.K.

In a separate case regarding the
sale of fake L’Oréal perfumes and
products without their packaging,
a German court ruled in favor of
the French cosmetics group
against eBay.

E.ON says electricity demand
is being hurt by recession

Source: the company
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Telefónica reports 9.8% profit increase
Strength in Latin America helps offset weakness in European markets; currency concerns hurt mobile-phone unit

By Thomas Catan

And Leila Abboud

MADRID—Spain’s Telefónica
SA said Wednesday its first-quar-
ter net profit rose 9.8%, as its unex-
pectedly buoyant businesses in
Latin America helped offset falling
revenue from recession-struck Eu-
ropean markets.

Europe’s largest fixed- and mo-
bile-telecommunications company
by market value, Telefónica is be-
ing hurt by a deep economic slump
in its home market of Spain. The
company’s European mobile-phone
operator, O2, has also been hit by
the economic downturn in Britain
and the falling value of the British
pound.

But the Madrid-based telecom
company confounded fears that its
Latin American business would
also falter, and signaled bright pros-
pects ahead for the continent.

“We notice that the crisis [in
Latin America] is less severe, began
later and is much more focused on
foreign trade than in other parts of
the world,” Telefónica Chief Finan-
cial Officer Santiago Fernandez Val-
buena said in an interview.

Europe, by contrast, “is a mixed
bag,” he added. “Things are clearly
more complicated in Spain.”

Telefónica said net profit for the
first quarter rose to Œ1.69 billion
($2.31 billion) from Œ1.54 billion a

year earlier. The brighter outlook
for Latin America and a cost-cut-
ting drive helped the company stick
to its full-year forecasts for 2009.

World-wide, the company’s reve-
nue slipped 1.4%, to Œ13.7 billion
from Œ13.9 billion. But there were
stark differences between Europe
and Latin America, where
Telefónica is strongest.

Revenue in Latin America rose
4.8% amid resilient consumer
spending in the region. However,
revenue dropped 4.2% in Spain as
the country suffered a deep reces-
sion, soaring unemployment and
fierce competition from low-cost
operators.

Revenue fell 6.6% in the compa-
ny’s other European operations,
hurt by weak consumer spending
and the steep depreciation of the
British pound. Telefónica’s O2 unit
is Britain’s largest mobile-phone op-
erator.

Investors have considered Eu-
rope’s major telecom operators as
defensive investments over the
past year even as the economic
downturn deepened across the con-
tinent. They have fared better than
most retail or consumer-goods com-
panies because their customers are
often locked into subscriptions for
telephone or Internet access.

But signs of strain are emerging.
Deutsche Telekom AG issued a
profit warning in mid-April, while
revenue at France Télécom SA was
mostly flat in the first quarter. Tele-
com Italia SpA’s net income de-
creased 4.5% to Œ463 million in the
first quarter as fixed-line revenue
slumped in Italy and growth slowed
in Brazil.

The economic downturn has led
Spain’s telecom giant to take cost-
cutting steps that would have once
seemed unimaginable. In late
March, Telefónica and archrival

Vodafone Group PLC agreed to
start sharing some mobile-network
infrastructure across Europe to
help save “hundreds of millions of
euros” over the next decade. Under
the project, the two companies
could share antennas and base sta-

tions in Spain and Germany, consoli-
date networks in Britain, and ex-
pand into other markets.

Telefónica also has said it would
cut capital expenditures, which in-
cludes funds to expand networks or
upgrade equipment, by about 12%

to below Œ7.5 billion this year. Most
of the cuts would come in mature
European markets, it said; invest-
ment in Latin America would con-
tinue.

In Spain, Telefónica has been
forced to cut prices on mobile con-
tracts in a bid to preserve its mar-
ket share. Spain’s recession, which
has pushed unemployment above
17%, has led more people to sign up
with discount mobile-phone provid-
ers instead of bigger players.
Telefónica has promised to reduce
the bills of Spanish fixed-line and
mobile subscribers who are unem-
ployed by as much as Œ20 a month.

The price war in mobile tele-
phony could lead more Spaniards
to drop their fixed-line phones,
which would take a further chunk
out of Telefónica’s profits, said
Robin Beinenstock, analyst at San-
ford C. Bernstein & Co. “The Span-
ish consumer is looking at ways to
cut their telephone bills,” said Ms.
Beinenstock.

Partly as a result of these moves,
Telefónica’s revenue-per-customer
in Spain—where it generates about
one-third of its revenue but more
than half of its free cash flow—tum-
bled by 9.5% in the first quarter.

The company admits it will have
trouble holding on to subscribers in
mature European markets such as
Spain—and that is why it is pinning
its hopes in Latin America.
Telefónica has long been a key in-
vestor in the region, with busi-
nesses in countries including Mex-
ico, Brazil, Argentina, Chile, Colom-
bia, Peru and Venezuela.

“In Europe, it’s harvesting time,
not seeding time,” said Mr. Fernan-
dez Valbuena, the company’s fi-
nance chief. “Our growth model is a
Latin model, because it’s Latin
America that’s growing.”
 —Jason Sinclair in Madrid

contributed to this article.

CORPORATE NEWS

By Jan Hromadko

FRANKFURT—E.ON AG’s profit
jumped 18% in the first quarter, but
the German utility cautioned that
the global recession is taking its toll
on electricity demand.

E.ON, the world’s largest inves-
tor-owned utility by market value,
said the economic downturn has re-
sulted in falling energy demand, par-
ticularly from industrial customers,
while currency depreciation has hit
the company’s businesses in the
U.K., Sweden and Hungary.

E.ON said its 2009 earnings out-
look is significantly more uncertain
than in previous years, as economic
developments are difficult to pre-
dict. But the Düsseldorf-based com-
pany stuck to its forecast, saying it
still aims for adjusted earnings be-
fore interest and taxes, or Ebit, to
come around the Œ9.88 billion ($13.5
billion) it achieved last year. It ex-
pects adjusted profit to decline by
about 10% mainly because of higher
interest costs related to its large in-
vestment program.

In the latest quarter, E.ON re-
ported profit of Œ2.46 billion, com-
pared with Œ2.08 billion a year ear-

lier. The results were boosted by
Œ1.5 billion in gains on the value of
derivatives used to hedge against
price fluctuations. Adjusted for
such items, profit would have been
Œ1.80 billion, slightly lower than
Œ1.84 billion a year earlier.

Sales rose 14% to Œ25.94 billion,
driven by the first-time consolidation
of newly acquired businesses in Italy,
Spain and France as well as higher re-
alized average power prices.

UniCredit analyst Karin Brink-
mann said the results came as a
slight disappointment given that
E.ON had the benefit of first-time
consolidation of newly acquired busi-
nesses and returned to operating
profitability in the trading business.

“The fact that this has com-
pletely been offset by currency ef-
fects and lower power and gas de-
mand is disappointing,” she said.

M.M. Warburg analyst Ulrich Hu-
wald said the company’s previously
announced cost cutting plan should
bring some relief on earnings as the
year progresses.

E.ON said its effort to save Œ1.5
billion a year is shaping up as
planned. The company expects the
savings to take full effect by 2011.

Telefónica has cut
prices on mobile
contracts in Spain
to hold market share.
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A netbook with strings attached
Affordable H-P Mini
from Verizon comes
with costly contract

By Walter S. Mossberg

A
S laptops have shrunk in
size and price, and cell-
phones have expanded in
size and capability, the
two are increasingly

overlapping in function. Now, their
pricing and sales models are blur-
ring, too.

For a while, some wireless carri-
ers in Europe and in Asia have been

selling tiny lap-
tops, called net-
books, equipped
with built-in cellu-
lar modems, at low,

subsidized prices, just as they do
with mobile phones. And, just as
with a subsidized phone or a plug-in
laptop data card, there’s a catch: To
get the low upfront price, the cus-
tomer must agree to a contract and
pay a monthly data fee.

Starting May 17, Veri-
zon Wireless, the largest
U.S. wireless carrier, will
try the same thing on
these shores, selling a net-
book model made by
Hewlett-Packard at
$200, after a $50 mail-in
rebate—less than half its
usual price of $520. To
get this price, the cus-
tomer must sign a two-
year contract and pay ei-
ther $40 or $60 a month,
depending on the amount
of data to be consumed.

I’ve been testing this
netbook, the H-P Mini
1151NR, a version of H-P’s
Mini 1000 series with a
cellular modem built-in.
This model sports a
10.1-inch screen, and yet
is very compact and easy
to tote. It weighs just 1.1
kilograms, is about 2.5
centimeters thick, and is
only about 25 centime-

ters long and 17 centimeters deep. It
has an Intel Atom processor, com-
mon in netbooks; runs Windows XP;
and includes one gigabyte of mem-
ory, a built-in Webcam and an 80-gi-
gabyte hard disk. Like most net-
books, it includes Wi-Fi, but lacks a
DVD drive.

My verdict: This netbook is an ad-
equate light-duty computer, and
$200 is a low price for a PC with a
hard disk running Windows XP. But
Verizon’s charge for Internet ser-
vice is high if you intend to rely on
that service as your main online con-
nection, because the data levels cov-
ered by the carrier’s plans aren’t un-
limited, and cost extra after you ex-
ceed a certain amount. It makes
much more sense if you travel a lot,
stay within the data limits each
month, and want to avoid hotel and
airport Wi-Fi fees.

But the Verizon service is slower
than many Wi-Fi connections, and it
can be obtained for almost any lap-
top by buying a plug-in card that car-
ries the same monthly fees. In my
tests, at a typical Marriott hotel, the

Verizon cellular service achieved
download speeds of around 1.6
megabits per second, while the
Wi-Fi modem in the same PC got
over five mbps.

Also, even for a netbook, the com-
puter itself is underequipped. Its
80-gigabyte hard disk is cramped by
today’s netbook standards, and it
has only a small three-cell battery
that doesn’t last long. In my tough
battery test, where I left the cellular
Internet connection on, disabled all
power-saving features, and played
music continuously, the H-P Mini
1151NR lasted a pathetic one hour
and 55 minutes. That suggests that,
in normal use, you might get around
2.5 hours of use.

A bigger six-cell battery is avail-
able for $130 from Verizon, but
that’s a huge price premium on a
$200 PC, plus it makes the netbook
75% thicker and 30% heavier. Veri-
zon doesn’t offer a larger internal
hard disk.

By comparison, you can buy an
Acer One Windows XP netbook with
the same size screen as the Verizon

netbook, and twice the hard disk
and battery capacity, for $340. The
Acer lacks the built-in cellular mo-
dem, but you can buy that from Veri-
zon in plug-in form for $30, with the
same monthly fees. Total upfront
price: $370, versus $330 for the Veri-
zon model with the bigger battery.

You could also pay much less at a
RadioShack store, which is selling a
subsidized netbook with a built-in
cellular modem and required con-
tract (with AT&T) at $60 a month.
This model, also an Acer running XP,
has a smaller 8.9-inch screen, but
most other specs are similar to
those on the Verizon model. Yet
there’s one enormous difference: It
costs only $50, plus a $36 activation
fee.

In my tests, the Verizon/H-P net-
book handled all common tasks
well, if not at blazing speeds. It lacks
Microsoft Office, but includes the
lesser Microsoft Works productiv-
ity suite. I was able to download and
run common third-party programs
like Firefox and iTunes. The built-in
Verizon software for managing the
cellular and Wi-Fi connections

worked very well, and can
be upgraded to a new ver-
sion with added features.

The hardware has
some notable downsides.
The keyboard feels too
flexible, and some sym-
bols on the function keys
are hard to read. The
mouse buttons are awk-
wardly arrayed on the
sides of the touch pad,
not below it. And the
speaker, while loud, is
tinny. Also, the machine
has a bunch of craplets,
mostly links to H-P Web
sites or to companies like
eBay and Pandora.

Still, if you travel a lot
and like using a cellular
modem, the machine’s
$200 price is compelling,
so long as you can handle
the wimpy battery and
small hard disk.

Email to mossberg@wsj.
com.

IBM stands by earnings outlook for 2010
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By William M. Bulkeley

Samuel Palmisano, chief execu-
tive of International Business Ma-
chines Corp. said the company is on
track to meet its goal for 2010 earn-
ings of $10 to $11 per share.

Mr. Palmisano and other IBM ex-
ecutives were speaking Wednesday
to invited investors and analysts at a
meeting in New York as they do in
May of each year.

The IBM chief’s outlook is consis-
tent with what IBM said after report-
ing first-quarter earnings.

Mr. Palmisano said the company
has “executed well in a difficult envi-

ronment.” He said its profit growth
was led by the software group and
services that “performed well.” The
CEO added that the compa-
ny’s emerging-markets
strategy of nurturing
growth outside the West-
ern world and Japan “be-
gan to deliver.”

IBM’s strategy is to con-
tinue to expand margins,
Mr. Palmisano said, even if
revenue continues to de-
cline as it did in the first
quarter. “It’s a very simple
model. We have a high level
of confidence we can con-

tinue to execute it,” he said.
The IBM chief said that in 2008,

the Armonk, N.Y., company cut ex-
penses by $3 billion. He
added that after staff reduc-
tion in the first quarter, the
company’s cost-cutting for
thisyear is largely complete.

IBM in January forecast
full-year 2009 earnings of
at least $9.20 per share, af-
ter reporting 2008 earn-
ings of $8.93 a share.

With less than 10% of its

profit coming from hard-

ware, which is sensitive to

the recession, “we are not like other
companies in the IT industry,” Mr.
Palmisano said.

Other IBM executives speaking
Wednesday echoed Mr. Palmisano’s
message of improving profit mar-
gins. Frank Kern, who runs IBM’s con-
sulting and systems development
services, said his group has changed
its goal to target margin growth of
three percentage points instead of
two percentage points. Last year it
had a 13% pretax profit margin.

Mr.Kernsaidthathisgroupisusing
software to analyze its past contracts
and better predict how to handle and
price new contract opportunities.

Verizon is selling the H-P Mini 1151NR, a version of H-P’s Mini 1000 series with a cellular modem built-in.

By Jessica E. Vascellaro

GoogleInc.saiditwouldaddanew
menu to its search-results page to
help users refine results by a broader
range of variables. It also announced
an online service that compiles
search results into a spreadsheet.

The services represent the
search giant’s latest crack at coming
up with new ways to make search re-
sults more useful to consumers. The
new refinement feature will let us-
ers filter their results by a number
of factors, including how new the in-
formation is. A search for a celebrity
would show recent news about the
person, as opposed to their official
Web site, for instance. Until now,
Google users saw a general view
that ranked results based on Goo-
gle’s algorithms.

The search options menu, acces-
sible through a “show options” link
above the search results, also lets us-
ers see their results in different vi-
sual formats, such as a graphic
called the Wonder Wheel that
shows topics related to a query as
different spokes. For a search for
“President Obama,” the feature
shows spokes like “Michelle
Obama” and “Barack Obama news.”

Google Vice President Marissa
Mayer told reporters Tuesday that
the new features “open up whole
new ways of searching that haven’t
previously been available.”

The company unveiled the ser-
vices—and several other upcoming
refinements—as it continues to
dominate the Web search market.
Google accounted for 63% of all Web
searches in the U.S. in January, ac-
cording to comScore Inc.

But Google and its competitors
say the industry is evolving fast,
forcing them to adapt quickly. One
area gaining attention involves
ways to help users find better an-
swers to broad questions—such as
what sort of product they should
buy or where they should go on vaca-
tion. Broad questions require a
search engine to have a better under-
standing of the data it finds on a
Web page; the engine needs to dis-
cern what type of data something is—
say, a temperature or a flight time,
rather than a string of text.

A soon-to-be launched service
called Wolfram Alpha purports to an-
swer some types of questions with
factual data.

Googleannouncedastepinthatdi-
rection Tuesday, called “Google
Squared.”Theservice,whichitwillin-
troduce in its online area for experi-
mentscalled“GoogleLabs,”willauto-
matically send results from a search
into a spreadsheet. Google will
search for the most relevant results
and determine what the most rele-
vant row and column labels are for a
query—say “price” and “color” for a
user searching for “mountain bike.”

The service will generate a ma-
trix with the items filled in and with
links back to the Web pages from
which it drew the content.

Samuel
Palmisano

The fight for
Little Sweetie’s
billions. Page 15

A discrepancy in flu death counts in the
U.S. highlights a fundamental flaw in
national health surveillance. Page 34
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Google will add
menu to refine
search results
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Sainsbury profit sinks 12% amid write-down
By Lilly Vitorovich

LONDON—J Sainsbury PLC on
Wednesday posted a 12% drop in fis-
cal full-year net profit as it wrote off
the value of investment property,
but said sales were up on strong de-
mand for its own-label products.

Sainsbury’s customer base has
grown during the economic slump,
largely thanks to the migration of
some shoppers from upscale grocers
Marks & Spencer Group PLC and
Waitrose. Like others across the gro-
cery sector, Sainsbury has also been
cutting prices to stimulate sales.

The U.K.-based grocer said net
profit for the year ended March 21
fell 12% to £289 million ($441 mil-
lion) from £329 million a year ear-
lier, hit by a £124 million write-down
on its investment property with
joint-venture partners British Land
Co. and Land Securities Group PLC.

Profit before taxes and excep-
tional items—the key figure tracked
by the U.K. market—rose 11% to
£543 million from £488 million.

Total sales, excluding value-

added tax, rose 6% to £18.91 billion
from £17.84 billion.

Sainsbury, the U.K.’s third-big-
gest supermarket chain by sales be-

hind Tesco PLC and Wal-Mart
Stores Inc.’s Asda Group Ltd., said it
is on track for gross space growth of
more than 5% in fiscal 2010, follow-

ing 4% growth in the year ended
March 21. The grocer plans to open
50 convenience stores in the current
financial year and a further 100 the
following year.

“We are performing well and
have significant opportunities for
further growth,” Chief Executive
Justin King said in a statement.

Mr. King reiterated the compa-
ny’s target of 3% to 4% same-store
sales growth, excluding fuel, over
the medium term.

Sainsbury said its property port-
folio, including the share of joint-
venture properties, was valued at
about £7.5 billion at year end.

Sainsbury said it is conducting a
search for Chairman Philip Hamp-
ton’s successor. Mr. Hampton re-
cently became chairman of Royal
Bank of Scotland Group PLC.

The grocer underscored its confi-
dent outlook by declaring a slightly
higher-than-expected final divi-
dend of 9.6 pence a share, up from
nine pence a year earlier. That takes
the total for the year to 13.2 pence
from 12 pence.

Allianz quarterly net plunges 98%
Insurer can’t rule out
more write-downs;
‘challenging’ outlook

By Kerry E. Grace

MGM Mirage announced plans
to sell $2.5 billion in stock and
notes, with some of the proceeds
going to a tender offer to buy $1.05
billion in debt that matures later
this year, as the highly leveraged
casino operator again amended its
senior credit facility, easing some
terms further.

MGM Mirage, controlled by bil-
lionaire investor Kirk Kerkorian,
is struggling to pay down more
than $14 billion in debt and is con-
sidering selling off properties to
meet looming obligations. Major
bondholders such as activist inves-
tor Carl Icahn and private-equity
fund Oaktree Capital Manage-
ment have called for a bankruptcy
filing.

The stock sale comes as numer-
ous companies have announced
secondary offerings in recent
weeks to take advantage of the eq-
uity-market rebound. MGM has
surged more than sixfold in the
past two months, but remains off
by three-quar-
ters in the past
year. The stock
was down 26%,
o r $ 3. 17, to
$9.24 Wednes-
day afternoon.

According to
the amended
pact, the com-
pany will repay
$750 million in
credit-line bor-
rowings, and po-
tentially more if the offerings’ pro-
ceeds exceed $2.5 billion.

MGM announced plans to sell
81 million shares—the company
has about 277 million outstanding—
with 54%-owner Tracinda Corp. in-
dicating it would purchase 10% of
the offering.

The note sale is intended to be
made through a private placement
in two tranches due 2014 and 2017.
The notes will be secured by a first-
priority lien on all the assets of the
Bellagio Hotel and Casino and the
Mirage, two of MGM Mirage’s key
Las Vegas Strip properties ac-
quired early this decade when
MGM acquired Mirage.

MGM last amended its senior
credit facility in mid-April to al-
low it to pay the full construction
costs on its Las Vegas City Center
project. Investors have been con-
cerned about a possible default on
the credit pact after MGM’s audi-
tor raised doubts about its ability
to continue as a going concern.
Prior to that, its lenders had
granted a waiver of covenants on
its senior credit facility through
Friday.

All three major ratings agen-
cies have cut MGM’s credit ratings
repeatedly in the past few months
because of its debt woes. Fitch Rat-
ings said Friday the company was
likely to initiate a debt exchange
as part of any restructuring plan.
MGM has said it plans to unveil so-
lutions on how it will clean up its
balance sheet in the next several
weeks.

Last week, MGM reported first-
quarter earnings fell 11% as a gain
from the sale of Treasure Island
masked lower revenue from can-
celed conventions and reduced
customer spending because of the
recession.

UniCredit net falls; markets unit swings to profit

Falling profit
Allianz’s net profit/loss, in billions

Source: the company
Photo: Bloomberg News
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Allianz didn’t provide earnings projections, saying the environment for
financial-services firms will remain ‘challenging.’ Above, its offices in Frankfurt.

Kirk Kerkorian

J Sainsbury intends to open 50 convenience stores in the current fiscal year.
Above, shoppers leave one of the grocer’s London supermarkets in January.
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By Ulrike Dauer

FRANKFURT—Allianz SE re-
ported a 98% drop in first-quarter
net profit, pressured by write-
downs on financial investments,
claims costs and charges related to
its sale of Dresdner Bank.

Europe’s largest primary insurer
by market capitalization gave no
earnings target for 2009, saying
Wednesday that the environment
for financial-services companies will
remain “challenging,” adding it can’t
rule out further impairments or
credit defaults on corporate bonds.

However, it said the company’s
“underlying fundamentals” are
healthy and that it was “able to with-
stand a prolonged difficult market
environment.”

Allianz said its net profit fell to
Œ29 million ($39.6 million) in the
quarter ended March 31 from Œ1.15
billion a year earlier. Revenue rose
2.8% to Œ27.7 billion.

The quarterly results show that
latent earnings pressures remain de-
spite the sale of Dresdner, which
could be a driver of further negative

news, Barclays Capital analysts
wrote. Allianz sold Dresdner Bank
to Commerzbank AG last year for
about Œ5.1 billion.

Allianz’s shares fell 7.8%, to
Œ69.74, amid concerns over the in-
surer’s results and worries that
problems at U.S. operations could
widen.

The company said a 30% decline
in stock markets would bring its sol-
vency ratio down to 143%. The ratio,

a measure of its ability to meet long-
term obligations, fell to 159% at the
end of March from 161% at the end of
December, but still was above the
100% regulatory requirement.

Operating profit was down 36%
to Œ1.42 billion, pressured mainly by
write-downs on investments in the
company’s life/health-insurance
portfolio and higher costs for dam-
age claims such as winter storms,
forest fires and losses in credit insur-

ance that hurt underwriting results
in property and casualty insurance.

Separately, Italian insurer Assi-
curazioni Generali SpA said
Wednesday that its first-quarter net
profit fell 88% from a year earlier,
mainly because of the lower value of
equity investments, while premi-
ums were steady.

The insurer said net profit in the
quarter ended March 31 dropped to
Œ104 million from Œ910.3 million a
year earlier.
 —Sabrina Cohen

contributed to this article.

MGM Mirage
will sell shares
to pay down debt

By Sabrina Cohen

MILAN—UniCredit SpA said
first-quarter net profit fell 58% on a
decline in fees and commissions,
but a slight rise in net interest earn-
ings and operating income limited
the decline.

Italy’s second-largest bank by
market capitalization behind Intesa
Sanpaolo SpA reported net profit of
Œ447 million ($610 million) for the
quarter, down from Œ1.06 billion a
year earlier.

Total operating income rose 1.7%
to Œ6.56 billion from Œ6.45 billion.

The Milan-based lender said net
interest income rose 3.5% to Œ4.7 bil-

lion from Œ4.54 billion a year earlier,
though net fees and commissions
fell 25% to Œ1.85 billion.

UniCredit’s markets and invest-
ment-banking unit posted operat-
ing profit of Œ367 million, com-
pared with a Œ690 million loss in
the year-earlier period. The unit
has been going through a major re-
structuring program because of the
financial crisis.

At a group level, UniCredit cut its
staff by 3,787, or 2.2%, in the quarter,
mainly at its retail and Central and
Eastern European divisions.

However, Chief Executive
Alessandro Profumo said that the
“Central and Eastern Europe divi-

sion is still quite profitable,” ruling
out efforts to scale back that busi-
ness. “There are no changes in terms
of strategic positions,” he said.

UniCredit said its core Tier 1 ra-
tio, a key measure of financial
strength, was 6.4% at the end of
March. Unlike most European
banks, UniCredit hasn’t yet received
financial help from governments in
the countries in which it operates.
However, it has said it intends to ap-
ply for about Œ4 billion in aid from
the Italian and Austrian govern-
ments.

The lender said that gross non-
performing loans rose to Œ44.8 bil-
lion from Œ36.7 billion in the year-

earlier period.
The bank posted “a solid set of re-

sults given the tough economic envi-
ronment,” said Anna Benassi, head
of equity research at Banca Le-
onardo.

Separately, Banca IMI, Intesa
Sanpaolo's investment-banking and
corporate-markets unit, said its
first-quarter net profit more than
doubled because of higher net inter-
est income and operating income.

BancaIMI said net profit increased
to Œ118 million from Œ61.5 million a
year earlier. Net interest income rose
to Œ240 million from Œ150 million.

Intesa Sanpaolo planned to re-
port first-quarter results Thursday.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.30 $25.24 –0.49 –1.90%
Alcoa AA 36.60 8.63 –0.83 –8.77%
AmExpress AXP 23.40 24.09 –1.36 –5.34%
BankAm BAC 364.30 11.01 –1.25 –10.20%
Boeing BA 6.00 42.95 –1.15 –2.61%
Caterpillar CAT 13.00 36.08 –1.98 –5.20%
Chevron CVX 11.70 68.10 –1.09 –1.58%
Citigroup C 365.10 3.41 –0.25 –6.83%
CocaCola KO 11.20 43.63 –0.77 –1.73%
Disney DIS 13.20 23.60 –0.72 –2.96%
DuPont DD 9.60 26.63 –1.07 –3.86%
ExxonMobil XOM 24.50 69.77 –1.05 –1.48%
GenElec GE 100.40 12.91 –0.77 –5.63%
GenMotor GM 97.60 1.21 0.06 5.22%
HewlettPk HPQ 13.50 34.21 –0.78 –2.23%
HomeDpt HD 31.30 24.83 0.19 0.77%
Intel INTC 73.90 15.13 –0.08 –0.53%
IBM IBM 7.70 102.26 –1.68 –1.62%
JPMorgChas JPM 71.60 34.05 –1.31 –3.70%
JohnsJohns JNJ 10.30 55.15 0.15 0.27%
KftFoods KFT 11.60 24.89 –0.52 –2.05%
McDonalds MCD 7.70 53.49 –0.48 –0.89%
Merck MRK 23.70 25.67 0.69 2.76%
Microsoft MSFT 44.00 19.75 –0.14 –0.70%
Pfizer PFE 95.20 15.27 0.34 2.28%
ProctGamb PG 10.20 50.96 0.02 0.04%
3M MMM 5.30 56.94 –2.59 –4.35%
UnitedTech UTX 7.60 50.61 –1.85 –3.52%
Verizon VZ 14.40 29.75 –0.65 –2.14%
WalMart WMT 18.20 50.03 –0.60 –1.18%

Dow Jones Industrial Average P/E: 42
LAST: 8284.89 t 184.22, or 2.18%

YEAR TO DATE: t 491.50, or 5.6%

OVER 52 WEEKS t 4,613.49, or 35.8%

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

9000

8400

7800

7200

6600

6000
13 20 27 6 13 20 27

Mar.
3 9 17 24 1

Apr.
8

May

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

Follow the markets throughout
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Behind Europe’s deals: Bank revenue rankings, Global (ex US)
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $736 7.5% 47% 30% 22% 1%

UBS 507 5.2% 39% 19% 41% …%

Goldman Sachs 501 5.1% 42% 18% 41% …%

Citi 459 4.7% 27% 37% 34% 2%

Deutsche Bank 452 4.6% 30% 37% 31% 2%

BNP Paribas 435 4.4% 28% 52% 14% 6%

Bank of America Merrill Lynch 422 4.3% 26% 30% 41% 3%

Credit Suisse 418 4.3% 26% 44% 30% 1%

RBS 363 3.7% 40% 47% 9% 4%

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

Corus Group "1,086" –437 "-1,232" "-2,093" Renault 360 30 33 14

AB SKF  165 –8 –36 –85 Bertelsmann  284 31 36 –39

Dexia Cr  301 –8 –95 –127 AB Volvo 351 31 45 9

Dong Energy 134 –6 –8 –36 Glencore Intl  808 35 –35 –385

Rep Iceland 781 –5 –47 –74 Valeo 245 37 40 –63

Stmicroelectronics  108 –4 –11 –55 Fiat 744 38 44 –153

Rank Gp  284 –4 –9 –74 GKN Hldgs  359 39 2 –194

Alcatel Lucent 764 –3 –68 –393 Stena Aktiebolag 978 43 16 –198

Deutsche Post  59 –2 –6 –16 ThyssenKrupp 408 54 –4 –51

Anglian Wtr Svcs  106 –2 –8 –15 TUI 1650 160 64 –324

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

Unilever Netherlands Food Products $41.3 17.70 3.48% –18.2% 2.2%

Sanofi-Aventis S.A. France Pharmaceuticals 81.1 45.35 3.36 –6.4 –38.3

Novartis Switzerland Pharmaceuticals 105.9 44.32 3.26 –16.1 –34.7

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 91.9 144.80 2.70 –16.6 –25.0

SAP Germany Software 49.8 29.86 1.82 –8.3 –26.2

Rio Tinto U.K. General Mining $38.1 25.03 –10.64% –63.6 –11.1

ING Groep Netherlands Life Insurance 19.8 7.00 –10.26 –72.5 –77.0

UBS Switzerland Banks 38.6 14.57 –10.06 –52.0 –76.1

Barclays U.K. Banks 30.8 2.43 –9.59 –41.7 –59.3

Intesa Sanpaolo Italy Banks 37.7 2.34 –8.24 –49.5 –48.2

...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

British Amer Tob 52.8 17.22 1.53% –13.6% 28.0%
U.K. (Tobacco)
Astrazeneca 57.9 26.26 1.39 23.3 –7.1
U.K. (Pharmaceuticals)
Nestle S.A. 140.2 40.50 1.25 –20.4 11.3
Switzerland (Food Products)
Royal Dutch Shll 88.0 18.24 1.05 –29.4 –28.4
U.K. (Integrated Oil & Gas)
Deutsche Telekom 49.8 8.40 0.90 –29.0 –33.4
Germany (Mobile Telecoms)
GDF Suez 79.1 26.54 0.87 –37.7 3.3
France (Multiutilities)
Vodafone Grp 109.7 1.24 0.65 –23.8 1.8
U.K. (Mobile Telecoms)
Total S.A. 132.4 41.05 0.39 –25.6 –20.8
France (Integrated Oil & Gas)
BG Grp 59.7 11.00 0.27 –15.6 62.8
U.K. (Integrated Oil & Gas)
Diageo 36.4 8.71 0.23 –14.7 –0.1
U.K. (Distillers & Vintners)
GlaxoSmithKline 91.5 10.56 0.19 –5.6 –30.2
U.K. (Pharmaceuticals)
Tesco 42.0 3.53 0.11 –17.8 10.8
U.K. (Food Retailers & Wholesalers)
France Telecom 60.5 17.01 –0.15 –17.5 0.3
France (Fixed Line Telecoms)
Telefonica S.A. 94.4 14.75 –0.54 –23.7 21.5
Spain (Fixed Line Telecoms)
Koninklijke Phlps 18.3 13.83 –0.90 –44.1 –42.8
Netherlands (Consumer Electronics)
BP 159.9 5.11 –1.26 –17.9 –17.7
U.K. (Integrated Oil & Gas)
ENI 92.7 17.02 –1.45 –34.5 –25.8
Italy (Integrated Oil & Gas)
E.ON 65.4 24.03 –1.52 –44.5 –16.7
Germany (Multiutilities)
Nokia 52.2 10.10 –1.75 –45.3 –39.3
Finland (Telecoms Equipment)
Iberdrola S.A. 40.4 5.95 –1.98 –39.4 –4.3
Spain (Conventional Electricity)

L.M. Ericsson Tel B 24.6 64.90 –2.84% –17.1% –44.5%
Sweden (Telecoms Equipment)
Bayer 38.5 37.06 –3.19 –33.8 8.6
Germany (Specialty Chemicals)
Daimler 33.0 25.13 –3.74 –51.2 –37.0
Germany (Automobiles)
BASF 35.2 28.13 –4.35 –38.3 –11.2
Germany (Commodity Chemicals)
Siemens 61.2 49.20 –4.47 –34.4 –26.8
Germany (Diversified Industrials)
Assicurazioni Gen 31.0 16.16 –4.55 –42.8 –37.2
Italy (Full Line Insurance)
Banco Bilbao Viz 42.1 8.26 –4.62 –44.8 –48.8
Spain (Banks)
Soc. Generale 27.6 35.00 –4.92 –50.9 –67.1
France (Banks)
ArcelorMittal 36.6 18.59 –4.94 –71.3 ...
Luxembourg (Iron & Steel)
Banco Santander 75.9 6.84 –5.13 –48.2 –35.5
Spain (Banks)
HSBC Hldgs 138.3 5.31 –5.18 –31.9 –35.6
U.K. (Banks)
Anglo Amer 29.9 14.72 –5.34 –56.6 –30.5
U.K. (General Mining)
Credit Suisse Grp 45.5 42.50 –5.47 –25.3 –39.8
Switzerland (Banks)
Deutsche Bk 29.8 38.36 –5.52 –49.6 –57.7
Germany (Banks)
BHP Billiton 47.0 13.90 –5.89 –34.4 33.7
U.K. (General Mining)
ABB 34.1 16.24 –6.07 –51.6 7.3
Switzerland (Industrial Machinery)
UniCredit 35.3 1.95 –7.66 –59.3 –67.6
Italy (Banks)
AXA S.A. 33.9 11.94 –7.73 –50.2 –54.9
France (Full Line Insurance)
Allianz SE 42.9 69.74 –7.76 –46.1 –43.6
Germany (Full Line Insurance)
BNP Paribas S.A. 52.5 42.34 –7.92 –40.2 –41.2
France (Banks)

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 0.41% 0.25% 0.5% 2.7% -5.6%
Event Driven 0.23% 1.01% 1.4% 3.4% -26.9%
Equity Market Neutral -0.28% -1.74% -2.9% -3.7% -11.4%
Equity Long/Short 0.38% -0.39% -2.0% -0.8% -18.8%

*Estimates as of 05/12/09, 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 1.30 102.57% 0.02% 1.87 1.19 1.54

Eur. High Volatility: 11/1 2.44 105.81 0.04 3.89 2.20 3.09

Europe Crossover: 11/1 7.92 106.55 0.10 9.71 7.10 8.64

Asia ex-Japan IG: 11/1 2.25 105.64 0.04 3.84 1.97 3.04

Japan: 11/1 2.50 111.59 0.05 4.33 2.20 3.29

 Note: Data as of May 12

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Cisco to join Clearwire
in building WiMax network

Fiat milestones laid out
Car maker could own
51% stake in Chrysler
once it meets goals

By Kevin Helliker

Michelle Payan loves the styling
and roominess of her 2006 Chrysler
300 sedan, but a defective air condi-
tioner and transmission have
turned her against the brand. “I’m
not buying another Chrysler,” says
Ms. Payan, a 26-year-old insurance-
claims adjuster in Phoenix.

In announcing Chrysler LLC’s
government-negotiated bankruptcy
filing, President Barack Obama ex-
pressed hope that new-car seekers
would consider buying American.
But American car buyers are more ac-
customed to seeking advice from
Consumer Reports. In its annual au-
tomotive issue last month, the maga-
zine recommended 166 models—not
one of them a Chrysler, Dodge or
Jeep, the three Chrysler nameplates.

“Their products had bad fuel
economy, noisy interiors, poor ride
quality, the worst finish in the indus-
try and their seat comfort is not
good,” says David Champion, direc-
tor of automotive testing for Con-
sumer Reports, a nonprofit product-
analysis publisher that has seven mil-
lion subscribers. On reliability, Mr.
Champion added, only two Chrysler
models scored above average: the
Dodge Caliber and Jeep Patriot.

A reputation for poor quality con-
tinues to plagueall three Detroitauto
makers—Chrysler, Ford Motor Co.
and General Motors Corp. But while
Ford and GM are largely battling out-
datedperceptionsofquestionablere-
liability, “at Chrysler it’s a reality,”
says George Peterson, president of
AutoPacificInc.,whicheachyearsur-
veys about 40,000 car owners.

Doug Betts, a Chrysler vice presi-
dent and chief customer officer, pre-
dicts that Chrysler’s performance in
third-party rankings will show sharp
improvements starting this year. He
says enhanced spending on the Jeep
Patriot and Compass, as well as the
Dodge Ram pickup, already are appar-
ent to customers, and will soon be re-
flected in performance reports. .

The nearly 1.5 million vehicles it
sold last year indicate that many
Americans like the company’s
Chrysler, Dodge and Jeep brands. By
all accounts, all car makers are pro-
ducing better and better cars, mean-

ing that even low-rated models boast
high quality by historical standards.

Moreover, Chrysler stands out
for styling and design, offering what
many critics regard as the industry’s
most distinctive-looking lineup of se-
dans, sport-utility vehicles and pick-
ups. In February, Shawn Avants
traded his problem-free 10-year-old
Dodge Dakota for a 2009 Dodge Ram
pickup. “I love the styling of my new
Ram,” says Mr. Avants, a Kansas tele-
communications worker.

But at a time when Ford and GM
are both seeking—and obtaining—
endorsements from third-party re-
viewers like J.D. Power & Associates
and Consumer Reports, Chrysler is
largely striking out, even in the mar-
ket that it pioneered: the minivan.
“Overall, the Town & Country is a dis-
appointment,” Consumer Reports
says of the popular Chrysler model.

J.D. Power rankings are based on
surveys with vast numbers of drivers.
Consumer Reports bases its recom-
mendations on engineering and labo-
ratory tests as well as feedback from
hundreds of thousands of drivers.

Chrysler has performed only mar-
ginally better in the reliability rank-
ings of J.D. Power. In the 2009 Power
study of reliability over three years
on the road, the Chrysler brand per-

formed above average, but the Jeep
and Dodge brands fell well below it.
In the most-recent Power study mea-
suring initial quality in new cars, all
three Chrysler nameplates per-
formed below average, with Jeep
ranking 36th out of 36 brands.

The government-directed reorga-
nization plan of Chrysler calls for it
to merge with Fiat SpA and start
making Fiats in the U.S. In Europe,
Fiat has received low rankings in reli-
ability studies, but its performance
has been improving.

Yet there is hope. The redesigned
2009 Dodge Ram is winning rave re-
views for performance and style, and
is expected to win endorsements if it
proves largely free of defects.

And Chrysler has a history of
staging comebacks from product-
driven financial quandaries. The
quality problems of the Dodge As-
pen (and its sister, the Plymouth Vol-
are) contributed to the crisis that
led Chrysler to seek a government
loan in 1979. After recovering from
that brush with bankruptcy,
Chrysler entered a nearly two-de-
cade period of winning kudos for its
cars, trucks and minivans.
 —Alex Kellogg and

Timothy W. Martin
contributed to this article.

Quality complaints dog Chrysler

Intel CEO Otellini says
chip orders are firming

‘The harsh ride, noise, poor driving position, and lack of creature comforts take their
toll on the driver,’ says Consumer Reports about the Viper.

Intel CEO Paul Otellini, shown in April, said Tuesday that the decline in PC sales
this year won’t be as steep as some research firms project.

CORPORATE NEWS

By Neal E. Boudette

DETROIT—Fiat SpA will be al-
lowed to expand its ownership of
Chrysler LLC up to a majority stake
if the Italian auto maker meets cer-
tain goals, including producing its
engines in the U.S., according to doc-
uments Chrysler submitted in bank-
ruptcy court.

Under the terms of their alliance,
Fiat will get an initial 20% stake in
Chrysler and can increase its hold-
ings in increments of five percent-
age points up to 35% if it hits three
milestones by Jan. 1, 2013, the fil-
ings show.

Fiat will get the first increase
once it starts producing Fiat en-
gines in the U.S. and another if it in-
troduces a Fiat-developed vehicle in
the U.S. market that can go 40 miles
on a gallon (about 17 kilometers per

liter) of gasoline. Fiat can get a third
bump up if Chrysler is able to post
more than $1.5 billion in sales out-
side of North America, according to
a “Master Transaction Agreement”
that was filed Tuesday in the U.S.
Bankruptcy Court in Manhattan.

The agreement also gives Fiat
the option to purchase an additional
16% of Chrysler. If Fiat meets all
three goals and exercises the option,
it could eventually end up with a 51%
stake in Chrysler.

Fiat won’t be able to take full
control of Chrysler, however, until
the American auto maker pays off
the loans it has received from the
U.S. government. Prior to that
point, Fiat’s ownership will be
capped at 49.9%, the agreement
says. And until the loans are re-
paid, any Fiat stake above 35% will
be held in a trust controlled by the
U.S. Treasury.

The agreement also says the
partnership between the two com-
panies will be governed by a six-per-
son Alliance Cooperation Board
made up of three representatives
from each company.

Separately, Chrysler will regain
possession of its sprawling head-
quarters in Auburn Hills, Mich., as
part of the restructuring plan laid
out in bankruptcy court.

The 504-acre, roughly 200-hect-
are, site is now owned by Cerberus
Capital Management LP, the private-
equity firm that acquired Chrysler in
2007. Under that deal, Cerberus took
possession of the headquarters and
thenmortgagedittoborrow$225mil-
lion from a unit of Citigroup Inc.

According to documents filed
with the court, Chrysler’s reorgani-
zation plan calls for the auto maker
to pay off the $225 million owed Citi-
group and retake ownership of its
headquarters. Cerberus is giving up
its equity stake in Chrysler as part of
the government-led restructuring.

The heart of the headquarters
complex is a 15-floor tower con-
nected to a technology center that
housed more than 10,000 employ-
ees before waves of job cuts
roughly halved their numbers.
Chrysler describes the office build-
ing as the second largest under one
roof after the Pentagon.

Ch
ry
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By Roger Cheng

Wireless provider Clearwire Corp.
signed up another high-profile part-
ner, Cisco Systems Inc., as it races to
roll out its next-generation broad-
band U.S. network.

Clearwire said Cisco would make
devices for customers of a high-
speed wireless network Clearwire is
building based on WiMax technol-
ogy. Clearwire has also tapped Cisco
to provide the network backbone to
its nationwide service. Financial
terms weren’t disclosed.

Separately, Clearwire reported
first-quarter revenue of $62.1 mil-
lion, up 21% on a pro forma basis re-
flecting the inclusion of Sprint’s
WiMax business. It posted a nar-
rower loss, $71.1 million compared
with $76.4 million.

Cisco, of San Jose, Calif., joins
forces with a few other Silicon Valley

giants, including Intel Corp. and Goo-
gle Inc., in backing WiMax, a technol-
ogy that rivals the LTE standard that
wireless carriers such as Verizon
Wireless and AT&T Inc. have chosen
for their next-generation networks.

Cisco’s gear will go into the physi-
cal link between the radio antennas
and Clearwire’s core central office.
Much wireless-traffic congestion can
be found on the older ground net-
works that also carry cellular calls.

Unlike Intel and Google, Cisco isn’t
making an investment in Clearwire.
While adding the networking com-
pany to its alliance will help Clear-
wire, Soleil Securities analyst Michael
Nelson said he continues to have “sig-
nificant concerns regarding its busi-
ness model and cash burn in the face
of a weak macro environment.”

Traditionally, telecom equipment
comesfrom players such asL.M.Erics-
son Telephone Co. or Alcatel Lucent.

By Don Clark

SANTA CLARA, Calif.—Intel Corp.
executives said conditions in its exist-
ing businesses aren’t as bad as people
think, while efforts to move into new
sectors are starting to gain traction.

Paul Otellini, Intel’s chief execu-
tive officer, said in April that de-
mand for its computer chips ap-
peared to have “bottomed out” in
the first quarter. At a meeting with
analysts here Tuesday, Mr. Otellini
said the company’s recent order pat-
tern indicates that business in the
current period is “a little better”
than the company expected.

The Intel executives spoke a day
before European Union regulators lev-
ied a Œ1.06 billion ($1.45 billion) fine
against the company for monopoly
abuse and called for changes in the
way it sells its microprocessors. Intel
said it would appeal that decision.

On Tuesday, Sean Maloney, an In-
tel executive vice president in charge
of sales and marketing, noted that
computer demand at the moment ap-
pears to be strongest for products
sold to consumers. By contrast, de-
mand for computers purchased by
companies—particularly PCs—re-
mains weak, he said.

Perhaps the biggest criticism of
Intel’s performance in the past de-
cade is its failure to diversify effec-
tively. The company continues to
make most of its money from sales of
chips that serve as calculating en-

gines for desktop and portable PCs
and server systems.

Mr. Otellini and other Intel execu-
tives cited evidence that they said
points to progress in four new mar-
kets. The first is represented by net-
books, a fast-growing category of por-
tables that often cost $300 or less
and typically use a low-end Intel chip
called Atom. Intel also is targeting
chips for smart phones, for consumer-
electronics products and for “embed-
ded applications,” which include in-
dustrial and office equipment.

While Intel has discussed using its
chips to target those new sectors be-
fore, executives put new emphasis on
how software will help take Intel’s
technology into new markets. An ex-
ample is Moblin, a version of Linux
that Intel has been pushing for smart
phones and netbooks.

Renee James, the vice president in
charge of Intel’s software efforts, said
Intel had purchased a company called
OpenedHand Ltd., which she said
would aid development of new soft-
ware around the popular Atom chip.
Details of the deal weren’t disclosed.

Besides driving the growth of net-
books, Intel is trying to spur demand
by helping to move stylish “thin and
light” laptops into mainstream price
points, Mr. Maloney said. He didn’t
quantify system pricing, but such
portables typically cost well over
$1,000, while most laptops sold cost
well below that. “Thin is in,” Mr. Mal-
oney said.

Bloomberg News
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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.

3.39% 11 World -a % % 176.05 –2.14% –39.5% 4.93% 11 U.S. Select Dividend -b % % 505.96 –2.04% –37.2%

2.38% 12 Global Dow 1099.40 –0.20% –33.5% 1592.77 –0.23% –41.3% 4.75% 14 Infrastructure 1215.70 0.20% –27.9% 1581.12 0.18% –36.4%

3.58% 20 Stoxx 600 200.70 –2.65% –38.7% 203.92 –2.95% –46.0% 2.34% 7 Luxury 675.70 –1.00% –31.7% 781.47 –1.03% –39.7%

3.74% 16 Stoxx Large 200 215.90 –2.46% –38.5% 218.20 –2.77% –45.9% 1.70% 9 BRIC 50 328.00 –1.02% –35.1% 426.54 –1.05% –42.8%

2.76% -24 Stoxx Mid 200 182.60 –3.38% –38.5% 184.53 –3.69% –45.9% 4.80% 12 Africa 50 669.20 0.11% –39.5% 579.46 0.09% –46.6%

2.97% 21 Stoxx Small 200 113.00 –3.93% –39.8% 114.16 –4.23% –47.0% 4.12% 6 GCC % % 1276.34 0.04% –56.3%

3.56% 16 Euro Stoxx 218.80 –2.91% –41.1% 222.25 –3.21% –48.2% 5.25% 10 Sustainability 673.30 –1.80% –33.4% 772.32 –2.23% –41.5%

3.68% 13 Euro Stoxx Large 200 233.50 –2.75% –41.1% 235.70 –3.06% –48.2% 2.74% 11 Islamic Market -a % % 1541.56 –1.53% –35.5%

2.96% -17 Euro Stoxx Mid 200 205.10 –3.48% –40.5% 206.96 –3.78% –47.7% 3.05% 11 Islamic Market 100 1468.90 –0.58% –22.6% 1707.89 –1.01% –32.0%

3.04% 14 Euro Stoxx Small 200 122.30 –4.02% –42.0% 123.39 –4.32% –49.0% 3.05% 11 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1125.20 –3.47% –52.3% 1309.87 –3.77% –58.0% 2.33% 11 DJ U.S. TSM % % 9087.94 –2.07% –36.3%

5.34% 9 Euro Stoxx Select Div 30 1293.20 –4.73% –54.4% 1511.32 –5.03% –59.9% % DJ-UBS Commodity 121.80 –0.43% –36.4% 120.32 –0.74% –44.0%

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

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

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

Australia 1.3180 1.9968 1.1907 0.1672 0.0412 0.2022 0.0137 0.3187 1.7922 0.2407 1.1291 ...

 Canada 1.1673 1.7685 1.0545 0.1480 0.0364 0.1791 0.0122 0.2823 1.5873 0.2132 ... 0.8857

 Denmark 5.4758 8.2963 4.9469 0.6945 0.1710 0.8402 0.0570 1.3242 7.4462 ... 4.6912 4.1547

 Euro 0.7354 1.1142 0.6644 0.0933 0.0230 0.1128 0.0077 0.1778 ... 0.1343 0.6300 0.5580

 Israel 4.1350 6.2649 3.7357 0.5245 0.1291 0.6345 0.0430 ... 5.6230 0.7551 3.5425 3.1374

 Japan 96.0650 145.5481 86.7874 12.1842 2.9997 14.7406 ... 23.2322 130.6340 17.5437 82.3003 72.8893

 Norway 6.5171 9.8740 5.8877 0.8266 0.2035 ... 0.0678 1.5761 8.8622 1.1902 5.5833 4.9448

 Russia 32.0244 48.5202 28.9316 4.0617 ... 4.9139 0.3334 7.7447 43.5484 5.8484 27.4358 24.2985

 Sweden 7.8844 11.9457 7.1230 ... 0.2462 1.2098 0.0821 1.9067 10.7216 1.4399 6.7547 5.9823

 Switzerland 1.1069 1.6771 ... 0.1404 0.0346 0.1698 0.0115 0.2677 1.5052 0.2021 0.9483 0.8399

 U.K. 0.6600 ... 0.5963 0.0837 0.0206 0.1013 0.0069 0.1596 0.8975 0.1205 0.5655 0.5008

 U.S. ... 1.5151 0.9034 0.1268 0.0312 0.1534 0.0104 0.2418 1.3598 0.1826 0.8567 0.7587

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 426.50 –1.00 –0.23% 826.00 314.00
Soybeans (cents/bu.) CBOT 1128.00 10.50 0.94% 1,650.00 779.00
Wheat (cents/bu.) CBOT 588.75 –4.00 –0.67 1,144.75 447.00
Live cattle (cents/lb.) CME 82.825 –0.750 –0.90 117.500 78.075
Cocoa ($/ton) ICE-US 2,326 –51 –2.15 3,220 1,932
Coffee (cents/lb.) ICE-US 127.15 –1.65 –1.28 181.60 106.60
Sugar (cents/lb.) ICE-US 15.40 –0.32 –2.04 16.03 9.97
Cotton (cents/lb.) ICE-US 59.04 –1.28 –2.12 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,789.00 64 2.35 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,601 –39 –2.38 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,500 –5 –0.33 2,314 1,434

Copper (cents/lb.) COMEX 203.10 –5.50 –2.64 372.00 129.95
Gold ($/troy oz.) COMEX 925.90 2.00 0.22 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1402.00 –19.50 –1.37 2,170.00 690.00
Aluminum ($/ton) LME 1,521.00 –31.00 –2.00 3,340.00 1,288.00
Tin ($/ton) LME 13,610.00 –585.00 –4.12 25,450.00 9,750.00
Copper ($/ton) LME 4,525.00 –130.00 –2.79 8,811.00 2,815.00
Lead ($/ton) LME 1,440.00 –27.50 –1.87 2,314.00 870.00
Zinc ($/ton) LME 1,470.00 –107.00 –6.79 2,350.00 1,065.00
Nickel ($/ton) LME 12,540 –860 –6.42 26,650 9,000

Crude oil ($/bbl.) NYMEX 58.97 –0.74 –1.24 147.40 42.19
Heating oil ($/gal.) NYMEX 1.4900 –0.0170 –1.13 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.6888 0.0209 1.25 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 4.333 –0.116 –2.61 11.840 3.251
Brent crude ($/bbl.) ICE-EU 58.12 –0.63 –1.07 143.31 42.62
Gas oil ($/ton) ICE-EU 483.75 0.50 0.10 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 13
Per In

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

Argentina peso-a 5.0637 0.1975 3.7238 0.2685

Brazil real 2.8594 0.3497 2.1028 0.4756

Canada dollar 1.5873 0.6300 1.1673 0.8567
1-mo. forward 1.5871 0.6301 1.1671 0.8568

3-mos. forward 1.5864 0.6303 1.1666 0.8572
6-mos. forward 1.5855 0.6307 1.1659 0.8577

Chile peso 777.36 0.001286 571.65 0.001749
Colombia peso 3077.37 0.0003250 2263.03 0.0004419

Ecuador US dollar-f 1.3598 0.7354 1 1
Mexico peso-a 18.1370 0.0551 13.3375 0.0750

Peru sol 4.1339 0.2419 3.0400 0.3289
Uruguay peso-e 32.228 0.0310 23.700 0.0422

U.S. dollar 1.3598 0.7354 1 1
Venezuela bolivar 2.92 0.342465 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7922 0.5580 1.3180 0.7588
China yuan 9.2772 0.1078 6.8223 0.1466

Hong Kong dollar 10.5389 0.0949 7.7501 0.1290
India rupee 67.4350 0.0148 49.5900 0.0202

Indonesia rupiah 14061 0.0000711 10340 0.0000967
Japan yen 130.63 0.007655 96.07 0.010410

1-mo. forward 130.59 0.007657 96.04 0.010413
3-mos. forward 130.50 0.007663 95.97 0.010420

6-mos. forward 130.34 0.007672 95.85 0.010433
Malaysia ringgit-c 4.7942 0.2086 3.5255 0.2836

New Zealand dollar 2.2832 0.4380 1.6790 0.5956
Pakistan rupee 109.944 0.0091 80.850 0.0124

Philippines peso 64.076 0.0156 47.120 0.0212
Singapore dollar 1.9912 0.5022 1.4643 0.6829

South Korea won 1686.21 0.0005930 1240.00 0.0008065
Taiwan dollar 44.712 0.02237 32.880 0.03041
Thailand baht 46.962 0.02129 34.535 0.02896

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

Euro zone euro 1 1 0.7354 1.3598

1-mo. forward 1.0002 0.9998 0.7355 1.3596

3-mos. forward 1.0006 0.9994 0.7358 1.3591

6-mos. forward 1.0010 0.9990 0.7361 1.3584

Czech Rep. koruna-b 26.885 0.0372 19.771 0.0506

Denmark krone 7.4462 0.1343 5.4758 0.1826

Hungary forint 283.88 0.003523 208.76 0.004790

Norway krone 8.8622 0.1128 6.5171 0.1534

Poland zloty 4.4456 0.2249 3.2692 0.3059

Russia ruble-d 43.548 0.02296 32.024 0.03123

Sweden krona 10.7216 0.0933 7.8844 0.1268

Switzerland franc 1.5052 0.6644 1.1069 0.9034

1-mo. forward 1.5047 0.6646 1.1065 0.9037

3-mos. forward 1.5033 0.6652 1.1055 0.9046

6-mos. forward 1.5010 0.6662 1.1038 0.9060

Turkey lira 2.1364 0.4681 1.5711 0.6365

U.K. pound 0.8975 1.1142 0.6600 1.5151

1-mo. forward 0.8976 1.1141 0.6601 1.5149

3-mos. forward 0.8978 1.1139 0.6602 1.5147

6-mos. forward 0.8979 1.1137 0.6603 1.5145

MIDDLE EAST/AFRICA
Bahrain dinar 0.5126 1.9508 0.3770 2.6527

Egypt pound-a 7.6390 0.1309 5.6175 0.1780

Israel shekel 5.6230 0.1778 4.1350 0.2418

Jordan dinar 0.9633 1.0381 0.7084 1.4116

Kuwait dinar 0.3944 2.5356 0.2900 3.4480

Lebanon pound 2049.97 0.0004878 1507.50 0.0006634

Saudi Arabia riyal 5.0995 0.1961 3.7501 0.2667

South Africa rand 11.5778 0.0864 8.5140 0.1175

United Arab dirham 4.9940 0.2002 3.6725 0.2723

SDR -f 0.8943 1.1182 0.6577 1.5205

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 600 200.72 –5.46 –2.65% 1.9% –38.7%

 13 DJ Stoxx 50 2045.90 –44.70 –2.14 –0.9% –37.2%

 16 Euro Zone DJ Euro Stoxx 218.76 –6.55 –2.91 –1.8% –41.1%

 13 DJ Euro Stoxx 50 2357.30 –67.04 –2.77 –3.8% –38.9%

 8 Austria ATX 1943.46 –100.90 –4.94 11.0% –55.9%

 12 Belgium Bel-20 2016.37 –33.08 –1.61 5.6% –47.4%

 9 Czech Republic PX 902.5 –74.1 –7.59 5.2% –45.5%

 15 Denmark OMX Copenhagen 267.20 –5.08 –1.87 18.1% –36.7%

 11 Finland OMX Helsinki 5462.43 –176.21 –3.13 1.1% –44.4%

 11 France CAC-40 3152.90 –78.20 –2.42 –2.0% –37.6%

 17 Germany DAX 4727.61 –126.50 –2.61 –1.7% –33.3%

 … Hungary BUX 13592.87 –519.56 –3.68 11.0% –42.2%

 … Ireland ISEQ 2493.68 –117.06 –4.48 6.4% –61.0%

 9 Italy S&P/MIB 19381 –956 –4.70 –0.4% –43.4%

 9 Netherlands AEX 250.19 –5.14 –2.01 1.7% –48.8%

 9 Norway All-Shares 322.15 –7.42 –2.25 19.2% –43.1%

 17 Poland WIG 29495.23 –666.91 –2.21 8.3% –39.0%

 13 Portugal PSI 20 6921.13 –122.63 –1.74 9.1% –37.8%

 … Russia RTSI 947.53 –32.29 –3.30% 50.0% –60.6%

 8 Spain IBEX 35 9000.6 –268.4 –2.90 –2.1% –36.6%

 15 Sweden OMX Stockholm 234.44 –7.00 –2.90 14.8% –28.4%

 10 Switzerland SMI 5277.37 –68.66 –1.28 –4.6% –30.5%

 8 Turkey ISE National 100 32828.90 –214.38 –0.65 22.2% –22.8%

 10 U.K. FTSE 100 4331.37 –94.17 –2.13 –2.3% –30.3%

 11 ASIA-PACIFIC DJ Asia-Pacific 101.31 0.48 0.48% 8.2% –33.9%

 … Australia SPX/ASX 200 3856.1 –21.1 –0.54 3.6% –34.3%

 … China CBN 600 22868.93 185.28 0.82 54.9% –27.3%

 15 Hong Kong Hang Seng 17059.62 –94.02 –0.55 18.6% –33.2%

 15 India Sensex 12019.65 –138.38 –1.14 24.6% –29.2%

 … Japan Nikkei Stock Average 9340.49 41.88 0.45 5.4% –33.8%

 … Singapore Straits Times 2185.29 7.16 0.33 24.1% –31.7%

 11 South Korea Kospi 1414.52 11.01 0.78 25.8% –23.3%

 13 AMERICAS DJ Americas 229.25 –6.61 –2.80 1.4% –38.3%

 … Brazil Bovespa 48924.15 –1401.63 –2.79 30.3% –30.7%

 16 Mexico IPC 23208.07 –488.42 –2.06 3.7% –26.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 13, 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* 238.36 –0.22% 4.7% –37.8%

3.40% 14 World (Developed Markets) 941.64 –0.20% 2.3% –37.6%

3.10% 14 World ex-EMU 110.72 –0.19% 2.9% –35.8%

3.20% 15 World ex-UK 941.76 –0.30% 1.9% –36.8%

4.20% 12 EAFE 1,264.13 –0.26% 2.2% –40.9%

3.40% 10 Emerging Markets (EM) 721.13 –0.34% 27.2% –39.5%

4.70% 10 EUROPE 71.97 –0.18% 3.7% –36.3%

5.10% 10 EMU 141.09 –0.25% –0.7% –46.2%

4.50% 12 Europe ex-UK 78.94 –0.55% 1.7% –36.3%

5.80% 9 Europe Value 81.18 –0.65% 4.7% –39.0%

3.70% 11 Europe Growth 62.02 0.28% 2.6% –33.6%

4.00% 10 Europe Small Cap 123.70 0.30% 22.5% –36.0%

3.60% 5 EM Europe 214.05 2.87% 34.8% –47.0%

5.30% 8 UK 1,313.24 –0.27% –0.1% –27.4%

3.40% 10 Nordic Countries 112.90 –2.01% 15.1% –38.6%

2.70% 4 Russia 601.57 3.15% 45.9% –55.6%

4.40% 9 South Africa 598.08 0.47% 3.3% –19.9%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 303.11 –0.70% 22.5% –38.3%

2.20% 25 Japan 551.38 –1.82% 4.0% –36.0%

2.70% 11 China 49.60 –0.32% 21.6% –34.0%

1.50% 14 India 476.64 3.94% 29.1% –33.1%

1.70% 14 Korea 380.64 –0.94% 24.0% –25.3%

5.90% 13 Taiwan 237.15 –3.64% 36.8% –31.1%

2.60% 19 US BROAD MARKET 997.79 –0.27% 1.6% –33.8%

1.80% -56 US Small Cap 1,292.30 –1.46% 3.6% –31.7%

3.80% 12 EM LATIN AMERICA 2,808.13 –1.47% 35.2% –40.5%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Drug makers’ lobbying bets climb
Health-care debate
in U.S. spurs a rise
in industry spending

CORPORATE NEWS

By Alicia Mundy

And T.W. Farnam

The drug industry, already the
biggest-spending lobby in Washing-
ton, is placing an even bigger bet on
the influence game.

Potential windfalls and pitfalls in
the expected overhaul of the health-
care system have energized drug com-
panies, which spent $47.4 million on
lobbying in the first three months of
2009. That’s up 36% from the first
quarter of 2008, according to com-
pany disclosure reports filed with
Congress and analyzed by the nonpar-
tisan Center for Responsive Politics.

Drug makers are one of the few
major industries to increase lobby-
ing outlays in the U.S. during the eco-
nomic downturn. Overall, many com-
panies and institutions have
trimmed back, leaving spending es-
sentially flat from a year ago.

The drug industry wants a role in
shaping legislation that would ex-
pand U.S. health-care coverage. Com-
panies could profit if more people
gain health insurance that includes
prescription-drug coverage, but dan-
gers lurk for the industry in propos-
als that could expand competition
from low-cost generic drugs or
weaken patent protection.

Many other industries and advo-
cacy groups are also spending mil-
lions of dollars to sway the health-
care debate. Insurers, doctors, hospi-
tals and unions have all addressed
the topic. The unions’ wish list in-
cludes more employer-sponsored
health insurance and longer benefits
for workers who have been laid off.

The American Hospital Associa-
tion and individual hospitals spent
$18.4 million on lobbying in the
first quarter of this year, down

from $19 million a year earlier. La-
bor unions spent $10.3 million com-
bined, a figure that includes lobby-
ing on other issues. The figures
don’t include other types of spend-
ing by the groups to influence opin-
ion, such as grass-roots organizing
and encouraging members to send
letters to Congress.

Several pharmaceutical compa-
nies more than doubled their invest-
ment in lobbying in the first quarter
of this year, according to the data.
Eight major pharmaceutical compa-
nies—including Bayer AG, Glaxo-
SmithKline PLC and Merck &
Co.—each reported increases of more
than 40% in lobbying over the previ-
ous year. Pfizer Inc. spent $6.1 mil-
lion in the first quarter, more than
double the $2.8 million the company
spent in the same period of 2008.

Pfizer said in a statement that it

met with congressional offices and ad-
ministration officials on how to ex-
pand coverage for uninsured Ameri-
cans, improve quality by emphasizing
prevention and reward innovation.

The industry’s major trade associ-
ation, the Pharmaceutical Research
and Manufacturers of America,
spent $6.9 million, up 92% from $3.6
million in the same period last year.

The U.S. economic-stimulus bill
passed in February allocates $1.1 bil-
lion for comparative-effectiveness
research to determine which treat-
ments and drugs are best for certain
ailments. Some see the research as a
way to help the government and pri-
vate insurers cut back on expensive
medicines that do poorly in compar-
ative studies, though the official pur-
pose isn’t cost cutting.

“Everybody should use that infor-
mation to make valid decisions

about the effectiveness of medi-
cine,” said former Rep. Billy Tauzin,
the head of PhRMA.

Thedrug industryat onetime culti-
vated a close alliance in the U.S. with
the Republican Party. But since the
2008 election, drug companies’ politi-
cal action committees have favored
the Democratic Party in their political
contributions, giving $1.2 million to
Democrats and $1 million to Republi-
cans, according to data from the Fed-
eral Election Commission that were
analyzed by the Center for Responsive
Politics. In the same period after the
2004presidential contest, the drug in-
dustry gave $944,000 to Republicans
and only $332,000 to Democrats.

“Over the last four years we have
become less partisan and perhaps
nonpartisan,” said Mr. Tauzin.

PhRMA has been working with
liberal political-advocacy groups as

well, drafting a statement of shared
principles with patient-advocacy
group Families USA.

Pharmaceutical
manufacturing
$47.4 million

36%

Insurance
$41.4 million–2%

Electric utilities
$34.3 million–2

Automotive
$15.6 million–8

Securities
and investment
$18.7 million

–21

Real estate
$17.1 million–23

Currying favor
First-quarter lobbying spending 
by selected industries and 
change from a year earlier

Source: Center for Responsive Politics

By Yuzo Yamaguchi

TOKYO—Pioneer Corp. said its
fiscal full-year net loss broadened
and forecast that the current year
would be its sixth straight in the red.

The Japanese maker of audio
products and car-navigation sys-
tems said its net loss for the fiscal
year ended March ballooned to
130.53 billion yen ($1.35 billion)
from 19.04 billion yen a year earlier.

Pioneer said it expects to post a
net loss of 83 billion yen for the cur-
rent fiscal year, reflecting costs of 47
billion yen for a restructuring.

The company reiterated that it
is preparing to apply for an injec-
tion of an unspecified amount of
public funds. It also isn’t ruling out
the possibility of building capital
ties with Mitsubishi Electric Corp.,
which will develop software for car-
navigation systems jointly with Pio-
neer. “We are not in talks [with Mit-
subishi] for now but in the future we
may consider” a cash infusion from
its business partner, said Pioneer
President Susumu Kotani.

Mitsubishi Electric has no plans
to infuse cash into Pioneer, a Mitsub-
ishi spokesman said.

Pioneer posts
wider loss, sees
another off year
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MP-TURKEY.SI OT OT SVN 05/12 EUR 24.00 22.9 –35.4 –28.1

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

Eastern European Bond Fund OT OT LVA 05/12 USD 10.84 24.3 –23.1 –9.9
Parex Caspian Sea Eq EU EQ LVA 05/12 EUR 2.89 37.6 –67.6 –46.1
Parex Eastern Europ Bd EU BD LVA 05/12 USD 10.84 24.3 –23.1 –9.9
Parex Russian Eq EE EQ LVA 05/12 USD 14.00 61.7 –55.3 –24.6

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 05/13 USD 129.45 16.7 –40.3 –17.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/13 USD 123.86 16.4 –40.8 –17.9
PF (LUX)-Biotech-Pca OT EQ LUX 05/12 USD 255.39 –10.4 –22.2 –8.9
PF (LUX)-CHF Liq-Pca CH MM LUX 05/12 CHF 124.07 0.1 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/12 CHF 93.65 0.1 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/12 USD 90.21 10.9 –26.1 –13.2
PF (LUX)-East Eu-Pca EU EQ LUX 05/12 EUR 207.68 55.5 –52.1 –30.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/13 USD 115.85 24.4 –46.6 –18.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/13 USD 378.97 24.6 –46.2 –19.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/12 EUR 81.36 6.4 –34.3 –24.8
PF (LUX)-EUR Bds-Pca EU BD LUX 05/12 EUR 371.72 –0.5 2.5 0.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/12 EUR 282.88 –0.5 2.5 0.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/12 EUR 131.05 4.9 –0.9 –0.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/12 EUR 92.13 4.9 –0.9 –0.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/11 EUR 112.51 24.8 –19.8 –14.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/12 EUR 63.20 20.9 –22.3 –15.6
PF (LUX)-EUR Liq-Pca EU MM LUX 05/12 EUR 135.49 0.6 2.9 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/12 EUR 97.65 0.6 2.9 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/12 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/12 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/12 EUR 331.10 8.2 –38.1 –28.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/12 EUR 107.25 6.0 –34.6 –27.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/12 USD 211.64 11.7 4.1 3.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/12 USD 143.98 11.7 4.1 3.4
PF (LUX)-Gr China-Pca AS EQ LUX 05/13 USD 264.51 24.3 –33.2 –7.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/13 USD 222.77 16.3 –42.0 –18.0
PF (LUX)-Jap Index-Pca JP EQ LUX 05/13 JPY 8586.74 5.4 –34.7 –27.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/13 JPY 7469.00 2.3 –39.5 –32.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/13 JPY 7273.79 2.1 –39.9 –32.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/13 JPY 4098.34 4.4 –35.9 –29.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/13 USD 189.45 19.7 –38.7 –17.7
PF (LUX)-Piclife-Pca CH BA LUX 05/12 CHF 713.61 3.5 –11.8 –10.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/12 EUR 48.55 10.0 –28.9 –24.7
PF (LUX)-Rus Eq-Pca OT OT LUX 05/12 USD 40.81 78.7 –59.2 NS
PF (LUX)-Security-Pca GL EQ LUX 05/12 USD 79.22 10.9 –20.9 –15.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/12 EUR 363.62 11.4 –36.4 –28.4
PF (LUX)-US Eq-Ica US EQ LUX 05/12 USD 83.76 2.6 –33.1 –18.7
PF (LUX)-USA Index-Pca US EQ LUX 05/12 USD 73.32 1.1 –34.2 –21.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/12 USD 511.74 –3.5 6.2 6.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/12 USD 375.50 –3.5 6.2 6.6
PF (LUX)-USD Liq-Pca US MM LUX 05/12 USD 130.69 0.4 1.7 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/12 USD 85.34 0.4 1.7 2.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/12 USD 101.50 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/12 USD 100.79 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/12 EUR 105.67 2.6 –25.0 –18.6
PF (LUX)-WldGovBds-Pca GL BD LUX 05/13 USD 156.92 –4.8 1.6 6.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/13 USD 129.88 –4.8 1.6 6.9
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/12 USD 42.00 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 05/12 USD 9.55 21.8 –27.8 –18.5
Japan Fund USD JP EQ IRL 05/13 USD 14.38 –2.1 –13.8 –11.0
Polar Healthcare Class I USD OT OT IRL 05/12 USD 10.42 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/12 USD 10.43 NS NS NS

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 40.0 –29.1 –11.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/12 EUR 566.52 0.5 –35.4 NS
Core Eurozone Eq B EU EQ IRL 05/12 EUR 668.07 1.6 –35.1 NS
Euro Fixed Income A EU BD IRL 05/12 EUR 1130.61 –0.1 –8.7 –5.7
Euro Fixed Income B EU BD IRL 05/12 EUR 1202.42 0.1 –8.1 –5.2
Euro Small Cap A EU EQ IRL 05/12 EUR 955.45 12.7 –40.0 –33.6
Euro Small Cap B EU EQ IRL 05/12 EUR 1019.56 12.9 –39.6 –33.2
Eurozone Agg Eq A EU EQ IRL 05/12 EUR 522.91 5.2 –37.4 –28.8
Eurozone Agg Eq B EU EQ IRL 05/12 EUR 748.63 5.5 –37.0 –28.4
Glbl Bd (EuroHdg) A GL BD IRL 05/12 EUR 1229.21 2.7 –5.0 –2.4
Glbl Bd (EuroHdg) B GL BD IRL 05/12 EUR 1299.75 2.9 –4.3 –1.7
Glbl Bd A EU BD IRL 05/12 EUR 1014.60 3.5 2.8 –1.5
Glbl Bd B EU BD IRL 05/12 EUR 1075.98 3.7 3.4 –0.9
Glbl Real Estate A OT EQ IRL 05/12 USD 643.42 –3.5 –50.3 –34.3
Glbl Real Estate B OT EQ IRL 05/12 USD 660.79 –3.3 –50.0 –33.9
Glbl Real Estate EH-A OT EQ IRL 05/12 EUR 600.48 –4.3 –48.5 –35.1
Glbl Real Estate SH-B OT EQ IRL 05/12 GBP 56.25 –5.1 –48.8 –34.6
Glbl Strategic Yield A EU BD IRL 05/12 EUR 1292.60 14.3 –13.9 –7.9
Glbl Strategic Yield B EU BD IRL 05/12 EUR 1377.84 14.6 –13.4 –7.4
Japan Equity A JP EQ IRL 05/12 JPY 11129.00 7.7 –33.1 –28.4
Japan Equity B JP EQ IRL 05/12 JPY 11816.00 7.9 –32.7 –27.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 05/12 USD 1581.01 22.9 –35.7 –17.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 05/12 USD 1680.82 23.2 –35.4 –16.6
Pan European Eq A EU EQ IRL 05/12 EUR 763.53 6.2 –37.0 –27.8
Pan European Eq B EU EQ IRL 05/12 EUR 810.83 6.5 –36.7 –27.4
US Equity A US EQ IRL 05/12 USD 699.90 4.6 –36.7 –21.4
US Equity B US EQ IRL 05/12 USD 746.55 4.9 –36.3 –20.9
US Small Cap A US EQ IRL 05/12 USD 1032.53 2.7 –36.1 –23.6
US Small Cap B US EQ IRL 05/12 USD 1101.98 2.9 –35.7 –23.2

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/13 SEK 63.31 5.2 –39.2 –29.4
Choice Japan Fd JP EQ LUX 05/13 JPY 46.84 4.2 –34.1 –29.9
Choice Jpn Chance/Risk JP EQ LUX 05/13 JPY 46.95 4.8 –42.5 –31.4
Choice NthAmChance/Risk US EQ LUX 05/13 USD 3.12 11.5 –39.4 –21.7
Europe 2 Fd EU EQ LUX 05/13 EUR 0.74 6.4 –42.4 –31.3
Europe 3 Fd EU EQ LUX 05/13 EUR 3.28 7.5 –41.6 –31.0
Global Chance/Risk Fd GL EQ LUX 05/13 EUR 0.49 4.3 –32.7 –25.1
Global Fd GL EQ LUX 05/13 USD 1.68 1.2 –40.6 –24.5
Intl Mixed Fd -C- NO BA LUX 05/13 USD 22.59 –1.7 –31.3 –16.6
Intl Mixed Fd -D- NO BA LUX 05/13 USD 15.94 –1.7 –31.3 –16.6
Wireless Fd OT EQ LUX 05/13 EUR 0.11 21.1 –28.9 –19.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/13 USD 5.61 23.8 –32.0 –14.6
Currency Alpha EUR -IC- OT OT LUX 05/13 EUR 10.57 –3.1 1.2 2.3
Currency Alpha EUR -RC- OT OT LUX 05/13 EUR 10.50 –3.3 0.8 2.0
Currency Alpha SEK -ID- OT OT LUX 05/13 SEK 102.15 –3.3 1.0 NS
Currency Alpha SEK -RC- OT OT LUX 05/13 SEK 112.52 –3.3 0.8 2.0
Generation Fd 80 OT OT LUX 05/13 SEK 6.85 7.4 –21.2 NS
Nordic Focus EUR NO EQ LUX 05/13 EUR 59.17 18.6 –37.0 NS
Nordic Focus NOK NO EQ LUX 05/13 NOK 65.35 18.6 –37.0 NS
Nordic Focus SEK NO EQ LUX 05/13 SEK 67.53 18.6 –37.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/13 USD 1.47 5.9 –34.8 –22.6
Ethical Global Fd GL EQ LUX 05/13 USD 0.65 6.0 –36.9 –24.1
Ethical Sweden Fd NO EQ LUX 05/13 SEK 33.78 17.5 –22.4 –17.3
Europe Fd EU EQ LUX 05/13 USD 1.68 4.4 –33.5 –25.8
Index Linked Bd Fd SEK OT BD LUX 05/13 SEK 12.84 –1.8 0.6 2.8
Medical Fd OT EQ LUX 05/13 USD 2.68 –6.4 –21.7 –16.0

Short Medium Bd Fd SEK NO MM LUX 05/13 SEK 9.23 0.8 2.5 2.9

Technology Fd OT EQ LUX 05/13 USD 1.82 17.1 –31.4 –15.1

World Fd NO BA LUX 05/13 USD 1.75 5.4 –35.4 –19.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/13 EUR 1.27 0.0 0.7 1.6

Short Bond Fd SEK NO MM LUX 05/13 SEK 21.84 1.3 2.6 3.0

Short Bond Fd USD US MM LUX 05/13 USD 2.49 –0.1 0.8 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/13 SEK 9.93 –1.3 –3.9 –0.9

Alpha Bond Fd SEK -B- NO BD LUX 05/13 SEK 8.91 –1.3 –3.9 –0.9

Alpha Bond Fd SEK -C- NO BD LUX 05/13 SEK 24.86 –1.4 –4.1 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 05/13 SEK 8.28 –1.4 –4.1 –1.0

Alpha Short Bd SEK -A- NO MM LUX 05/13 SEK 11.01 1.9 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/13 SEK 10.32 1.9 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/13 SEK 21.53 1.8 3.2 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/13 SEK 8.95 1.8 3.2 3.3

Bond Fd SEK -C- NO BD LUX 05/13 SEK 41.55 0.0 8.3 5.5

Bond Fd SEK -D- NO BD LUX 05/13 SEK 12.47 0.0 7.1 4.9

Corp. Bond Fd EUR -C- EU BD LUX 05/13 EUR 1.12 2.5 –6.7 –3.1

Corp. Bond Fd EUR -D- EU BD LUX 05/13 EUR 0.88 2.5 –7.1 –3.3

Corp. Bond Fd SEK -C- NO BD LUX 05/13 SEK 10.94 1.8 –10.7 –5.2

Corp. Bond Fd SEK -D- NO BD LUX 05/13 SEK 8.59 1.8 –10.5 –5.1

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/13 EUR 105.78 1.9 6.4 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/13 EUR 105.30 1.7 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 05/13 SEK 1128.40 1.7 5.9 NS

Flexible Bond Fd -C- NO BD LUX 05/13 SEK 21.20 1.6 6.0 4.4

Flexible Bond Fd -D- NO BD LUX 05/13 SEK 12.00 1.6 6.0 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/13 SEK 77.91 –2.7 –23.1 –15.2

Global Hedge I SEK -D- OT OT LUX 05/13 SEK 71.20 –2.7 –25.3 –16.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/13 USD 1.91 24.3 –39.6 –12.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/13 SEK 23.92 42.5 –17.1 –13.9

Europe Chance/Risk Fd EU EQ LUX 05/13 EUR 811.99 6.5 –46.0 –33.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 05/07 USD 920.04 –2.1 –52.7 –11.6

UAE Blue Chip Fund Acc OT OT ARE 05/07 AED 5.25 14.5 –57.6 –16.7

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 05/11 EUR 27.47 –3.1 –7.4 –1.0

Bonds Eur Corp A OT OT LUX 05/11 EUR 21.50 3.7 –2.5 –1.7

Bonds Eur Hi Yld A OT OT LUX 05/11 EUR 15.82 19.0 –21.9 –16.1

Bonds EURO A OT OT LUX 05/12 EUR 39.74 0.6 5.5 4.2

Bonds Europe A OT OT LUX 05/12 EUR 37.95 0.2 5.1 3.2

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

Bonds US OppsCoreplus A OT OT LUX 05/11 USD 33.38 5.9 3.8 5.2

Bonds World A OT OT LUX 05/12 USD 38.90 –2.3 –1.7 6.6

Eq. China A OT OT LUX 05/12 USD 17.67 18.2 –33.3 –10.5

Eq. ConcentratedEuropeA OT OT LUX 05/12 EUR 22.24 8.0 –36.9 –28.3

Eq. Eastern Europe A OT OT LUX 05/12 EUR 17.59 33.1 –54.8 –32.5

Eq. Equities Global Energy OT OT LUX 05/12 USD 15.50 8.7 –44.5 –13.8

Eq. Euroland A OT OT LUX 05/12 EUR 9.10 –0.7 –37.3 –28.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/12 EUR 14.97 9.0 –33.0 –21.1
Eq. EurolandFinancialA OT OT LUX 05/12 EUR 9.37 11.2 –42.9 –34.7
Eq. Glbl Emg Cty A OT OT LUX 05/12 USD 7.40 23.7 –43.1 –16.8
Eq. Global A OT OT LUX 05/12 USD 21.83 3.8 –38.5 –25.2
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 05/12 USD 24.22 15.8 –18.3 –3.1
Eq. Japan Sm Cap A OT OT LUX 05/12 JPY 900.57 –0.6 –34.8 –36.6
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 05/12 USD 7.44 16.6 –38.1 –16.9
Eq. US ConcenCore A OT OT LUX 05/12 USD 18.56 14.3 –25.2 –14.6
Eq. US Lg Cap Gr A OT OT LUX 05/12 USD 12.39 14.9 –38.4 –20.6

Eq. US Mid Cap A OT OT LUX 05/12 USD 23.18 15.7 –38.2 –16.3
Eq. US Multi Strg A OT OT LUX 05/11 USD 17.19 7.6 –38.9 –24.3
Eq. US Rel Val A OT OT LUX 05/12 USD 16.27 4.7 –40.4 –29.1
Eq. US Sm Cap Val A OT OT LUX 05/12 USD 12.81 –1.0 –43.9 –32.7
Eq. US Value Opp A OT OT LUX 05/12 USD 13.35 3.0 –43.8 –32.1
Money Market EURO A OT OT LUX 05/12 EUR 27.30 0.7 3.4 3.8
Money Market USD A OT OT LUX 05/12 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 05/13 JPY 8574.00 –0.3 –38.9 –35.4
YMR-N Japan Fund OT OT IRL 05/13 JPY 9767.00 3.5 –35.8 –30.9
YMR-N Low Price Fund OT OT IRL 05/13 JPY 13238.00 2.0 –33.0 –30.6
YMR-N Small Cap Fund OT OT IRL 05/13 JPY 5982.00 –6.8 –40.3 –38.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/13 JPY 4165.00 –0.9 –45.6 –34.9
Yuki 77 General JP EQ IRL 05/13 JPY 6225.00 5.5 –37.9 –30.8
Yuki 77 Growth JP EQ IRL 05/13 JPY 5837.00 –1.3 –41.2 –36.5
Yuki 77 Income AS EQ IRL 05/13 JPY 4746.00 –7.2 –38.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/13 JPY 6452.00 3.4 –36.7 –32.3
Yuki Chugoku Jpn Gro JP EQ IRL 05/13 JPY 4856.00 –5.0 –41.8 –34.4
Yuki Chugoku JpnLowP JP EQ IRL 05/13 JPY 7977.00 –2.6 –29.9 –28.7
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 05/13 JPY 6790.00 0.3 –40.2 –33.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/13 JPY 4488.00 –1.3 –43.2 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 05/13 JPY 5111.00 –3.2 –35.2 –29.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/13 JPY 4395.00 –6.6 –39.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/13 JPY 4207.00 –1.0 –46.7 –36.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/13 JPY 4406.00 –1.9 –47.2 –38.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/13 JPY 6281.00 3.0 –42.8 –33.5
Yuki Mizuho Jpn Gen OT OT IRL 05/13 JPY 8306.00 3.6 –36.1 –32.4
Yuki Mizuho Jpn Gro OT OT IRL 05/13 JPY 6164.00 –1.4 –37.5 –35.2
Yuki Mizuho Jpn Inc OT OT IRL 05/13 JPY 7602.00 –4.4 –36.6 –31.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/13 JPY 5009.00 0.5 –37.9 –31.6
Yuki Mizuho Jpn LowP OT OT IRL 05/13 JPY 11396.00 0.6 –27.4 –28.1
Yuki Mizuho Jpn PGth OT OT IRL 05/13 JPY 7649.00 0.1 –41.9 –35.5
Yuki Mizuho Jpn SmCp OT OT IRL 05/13 JPY 5833.00 –4.9 –42.5 –37.9
Yuki Mizuho Jpn Val Sel OT OT IRL 05/13 JPY 5404.00 4.1 –35.0 –29.8

Yuki Mizuho Jpn YoungCo OT OT IRL 05/13 JPY 2375.00 –0.5 –48.2 –46.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/13 JPY 4710.00 4.6 –43.6 –34.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/13 JPY 5251.00 3.0 –37.6 –32.5

Continued from previous page

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

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

CMA Dynamic OT OT BHS 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 03/31 EUR 97.80 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 04/30 EUR 196.71 –8.4 8.5 20.9

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

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
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 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 04/17 USD 244.77 0.4 NS NS

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 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 01/30 EUR 246.93 –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 198.61 –3.5 6.3 17.1
Winton Futures GBP GL OT VGB 04/30 GBP 214.05 –3.6 7.1 18.6
Winton Futures JPY Lead Series 2 GL OT VGB 04/30 JPY 14083.60 –4.6 2.8 13.6
Winton Futures USD GL OT VGB 04/30 USD 705.05 –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
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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NAV — %RETURN —
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Cheerios maker is warned
U.S. regulator says
cereal’s health claims
violate federal law

By Patricia Kowsmann

Petróleo Brasileiro SA is pre-
pared to have Chinese state-owned
oil companies invest in its oil explo-
ration and production projects in
Brazil, a person familiar with the sit-
uation said.

The state-run Brazilian oil com-
pany is open to such a move as part
of a package deal involving $10 bil-
lion in Chinese financing for Petro-
bras announced in February.

Petrobras also is in talks with
four Chinese companies on how
much crude oil the Brazilian com-
pany would supply as part of a
credit-for-oil deal, the person said.
The deal is expected to be an-
nounced by next week when Brazil-
ian President Luiz Inacio Lula da
Silva visits China.

In February, Brazil and China
agreed on a framework for the loan
and oil supplies, and details are now
being worked out. If a final agree-
ment is hammered out, it would be
one of a string of similar deals
Beijing has struck with energy pro-
ducers world-wide in recent

months, including billion-dollar
deals with Kazakhstan and Russia.

As part of the Brazil-China talks
in February, Petrobras agreed to sell
refiner China Petrochemical Corp.,
known as Sinopec, 60,000 to
100,000 barrels a day of heavy
crude oil, equivalent to around 5%
of Petrobras’ daily output.

The discussions have now been
expanded to include possible sales
of up to 200,000 barrels a day, with
other Chinese companies brought
into the equation. Financial terms of
the loan and oil sales are still being
worked out, but both have a 10-year
term, the person said.

The four Chinese companies in
the talks to buy between 100,000
and 200,000 barrels a day of heavy
crude are PetroChina Co.’s unit Chi-
naoil; Sinopec’s unit Unipec; Si-
nochem Corp.; and Zhuhai Zhen-
rong, the person said. The compa-

nies weren’t available to comment.
Petrobras needs the money for

the exploitation of big oil and gas
discoveries off Brazil’s coast,
which could turn Brazil into a ma-
jor oil exporter. The company has
said it will spend $28 billion
through 2013 to explore and drill in
the deep-water fields.

Following the recent oil and gas
discoveries off Brazil’s coast, the
government suspended auctions of
exploration rights in those areas, es-
sentially blocking investment by for-
eign companies. Petrobras was then
left to find ways to finance the explo-
ration costs.

Brazil’s President da Silva, who
will have Petrobras Chief Executive
Jose Sergio Gabrielli with him dur-
ing a three-day visit to China start-
ing Monday, is expected to sign a
range of agreements with his Chi-
nese counterpart Hu Jintao.

By Jennifer Corbett Dooren

The U.S. Food and Drug Adminis-
tration slapped General Mills Inc.
with a warning over its Cheerios ce-
real, saying the box’s claims about
heart benefits contain “serious viola-
tions” of federal law.

In a May 5 warning letter sent to
the company and posted on the
FDA’s Web site Tuesday, the agency
said statements that the product is
“clinically proven to help lower cho-
lesterol” make the product a drug
under federal law.

Stephen Sundlof, the director of
the FDA’s food-safety center, said
the agency has noticed a tendency
by food companies to cross the line
into the drug category by making
specific health claims on packaging.

He said the FDA is ready to send
out more warning letters if it finds
more violators, although it has “no
specific campaign” to go after food
manufacturers.

General Mills spokesman Tom
Forsythe said the Cheerios box’s
message saying the cereal can
“lower your cholesterol 4% in six
weeks” has been used for more
than two years. The box cites a clin-
ical study involving Cheerios as

part of a diet low in saturated fat
and cholesterol.

Mr. Forsythe said the broader
claims on the box about heart health
have been permitted by the FDA for
12 years. “The clinical study support-
ing Cheerios’ cholesterol-lowering
benefit is very strong,” he said.

The FDA said such specific choles-
terol-lowering claims can be made
only for drugs, and it suggested that
if General Mills wants to keep the
box labeling as is, it should file a new-
drug application for Cheerios.

Mr. Forsythe said the company
would work with the agency to
reach a “resolution” on the Cheer-
ios labeling.

“We try to make a bright line
here between what can be said

about a drug and what can be said
about a food,” said Dr. Sundlof. He
said a more general claim about re-
duction in heart-disease risk from
eating whole-grain foods may be
permissible as long as specific lan-
guage is used.

The FDA also took issue with a
company-sponsored Web site men-
tioned on the Cheerios box. The Web
site discusses the benefits of eating
whole grains, but the FDA said some
of the health claims about reducing
cancer and heart-disease risk don’t
comply with agency rules.

The FDA said General Mills must
“promptly” correct the violations
outlined in the letter or the agency
could take enforcement action, such
as seizing products.

Dr. Sundlof said the FDA’s review
of Cheerios was prompted by a Sep-
tember 2008 letter from the Na-
tional Consumers League that ex-
pressed concerns about the labeling
on Cheerios.

The FDA isn’t the only Washing-
ton agency in the Obama administra-
tion taking a close look at food mak-
ers’ health claims. Last month, the
Federal Trade Commission settled a
complaint with Kellogg Co. involv-
ing claims that its Frosted Mini-
Wheats cereal was clinically shown
to improve children’s attentiveness
by nearly 20%.

FTC Chairman Jon Leibowitz
said the commission would start
paying more attention to national
advertisers.
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Petrobras ready for Chinese deals

Russia’s VimpelCom posts loss

Allied Irish Banks PLC

Allied Irish Banks PLC Chairman
Dermot Gleeson resigned, saying a
change in management will bring a
new era of accountability at the
bank. Speaking at the bank’s annual
general meeting Wednesday, Mr.
Gleeson apologized and said prop-
erty-lending decisions at AIB “have
compounded the effects of the
worst economic downturn in living
memory,” adding, “With hindsight, I
regret some of the lending decisions
that were made, particularly in rela-
tion to property development here
in Ireland.” Mr. Gleeson also said in-
vestors overwhelmingly voted to ap-
prove a Œ3.5 billion taxpayer bailout
proposed by the government three
months ago. AIB said the govern-
ment will receive a 25% stake and
Œ280 million in annual dividends.

Cheerios boxes include a claim that the
cereal can cut cholesterol in six weeks.

GLOBAL BUSINESS BRIEFS

By Andrew Langley

MOSCOW—Russian telecommu-
nications operator OAO Vimpel
Communications said Wednesday
that it would halve the proportion of
sales it reinvests in its networks af-
ter it swung to a fourth-quarter net
loss, but added it remained confi-
dent that its main mobile business
would hold up.

VimpelCom reported a net loss
of $816 million for the three months
ended Dec. 31, compared with a year-
earlier net profit of $368 million.

Weighing on earnings were a $1
billion foreign-exchange loss stem-
ming from a revaluation of its U.S.
dollar-denominated debt and a
$443 million write-down of good-
will related to last year’s $4.3 bil-

lion purchase of Golden Telecom.
Revenue rose 27% to $2.56 billion

as additional sales from Golden’s
business more than offset a drop in
the average monthly amount spent
by VimpelCom’s mobile customers.

Mirroring a similar move at rival
OAO Mobile TeleSystems, Vimpel-
Com Chief Executive Boris Nemsic
said capital spending in 2009 would
total 12% to 15% of revenue, down
from about 25% last year. Due to re-
cent sharp fluctuations in exchange
rates, capital spending, which is de-
nominated largely in foreign curren-
cies, will be reviewed on a quarterly
basis, Mr. Nemsic said.

Russian companies have been bat-
tening down the hatches for a tough
year as lower commodity prices and
tight credit slam the economy.

Nikon Corp.

Nikon Corp.’s fiscal full-year
net profit fell 63%, as the yen’s
strength and flagging demand for
devices that use semiconductor
chips and liquid-crystal-display
panels offset solid digital-camera
sales. The precision equipment
maker, best known for its digital
cameras, said net profit fell to
28.06 billion yen ($291.2 million)
in the fiscal year ended March,
compared with a net profit of
75.48 billion yen for the previous
year. Revenue fell 8% to 879.72 bil-
lion yen, while operating profit
dropped 64% to 48.18 billion yen.
For fiscal 2010, Nikon expects a
net loss of 17 billion yen and an op-
erating loss of 12 billion yen,
partly because the yen’s strength
is likely to cut into overseas sales.

Applied Materials Inc.

Applied Materials Inc. swung
to a loss in its fiscal second quar-
ter, as sales fell 53% amid a tough
environment for the chip sector.
The loss was the second straight
for the semiconductor equipment
maker after a string of profit dat-
ing from 2003, but Chief Executive
Mike Splinter said demand “ap-
pears to be rising off a bottom.”
The Santa Clara, Calif., company
had a loss of $255.4 million, or 19
cents a share, for the quarter
ended April 26, compared with
year-earlier earnings of $302.5 mil-
lion, or 22 cents a share. Revenue
tumbled to $1.02 billion, and gross
margin fell to 15.2% from 45%. New-
equipment orders, closely watched
for the company, fell 73%.

—Compiled from staff
and wire service reports.

Deutsche Bahn AG

Germany’s national railway oper-
ator shuffled senior management
following a scandal over checks on
employee data. Deutsche Bahn AG
said it accepted the resignation of
three board members to “make pos-
sible a credible and convincing new
beginning,” but stressed that the
three bore no personal responsibil-
ity. The scandal had already
prompted the resignation of long-
time Chief Executive Hartmut Meh-
dorn. Over recent months, it
emerged that data on much of Deut-
sche Bahn’s work force, such as ad-
dresses and bank details, were com-
pared several times with details of
supply firms, without informing em-
ployees. The scrutiny was billed as
an effort to prevent corruption.

Citigroup Inc.

Airports operator BAA Ltd. said
Citigroup Inc.’s consortium has been
eliminated from the auction for Lon-
don’s Gatwick Airport, leaving two
bidders. BAA said Citigroup “was un-
competitive on price and there were
no assurances on deliverability.” It
said it was continuing talks with re-
maining bidders. BAA is owned by
Spain’s Grupo Ferrovial SA. Citi was
bidding jointly with Vancouver Air-
port and John Hancock Life Insurance
Co. under the name Lysander Gatwick
Investment Group and had earlier
said it was out of the running. The
group said it was puzzled by BAA’s de-
cision. A person familiar with the situ-
ation said Lysander’s bid was the low-
est, at £1.18 billion. The remaining bid-
ders are Global Infrastructure Part-
ners, which includes London City air-
port owners General Electric Co. and
Credit Suisse Group,and a group com-
prising Manchester Airports Group
and Borealis Infrastructure.

Novartis AG

Drug maker hires banker
as its next finance chief

Novartis AG named former As-
traZeneca PLC manager Jonathan
Symonds its deputy chief financial
officer, as part of a plan to appoint
him the drug maker’s finance chief.
Mr. Symonds, a Goldman Sachs
Group Inc. banker, will join Switzer-
land-based Novartis on Sept. 1 and
report to Chief Financial Officer
Raymund Breu, who will retire
March 31 after 35 years at the com-
pany. Mr. Symonds’s “financial ex-
pertise, broad industry experience
and deep knowledge of the health-
care industry make him especially
suited to take on the responsibili-
ties” of Novartis’s finance chief,
said Daniel Vasella, the drug mak-
er’s chairman and chief executive
officer. Mr. Symonds, 50 years old,
spent eight years as AstraZeneca’s
finance chief.

Ryanair Holdings PLC

In a move to cut costs, Ryanair
Holdings PLC announced new fees
as it abolishes check-in desks in fa-
vor of online ticketing. The Dublin-
based budget carrier said it will in-
troduce a £5 ($7.63) or Œ5 ($6.82)
online check-in fee per person per
flight on new bookings. The airline
also said it will fine passengers
Œ40 or £40 for not printing out
their boarding pass before arriv-
ing at the airport. Previously, Ry-
anair offered free online ticketing
but charged an extra £10 or Œ10 to
check in at the airport. Ryanair
spokesman Stephen McNamara
said the airline hopes to shut down
all of its traditional check-in desks
at 146 airports by Oct. 1 at the lat-
est. He said the move to online-
only check-in will “allow Ryanair
to lower our airport and handling
costs and pass these savings to all
passengers in the form of even
lower air fares next winter.”

Ssangyong Motor Co.

Ssangyong Motor Co. of South
Korea said its first-quarter net loss
widened from a year earlier be-
cause of a sharp decline in sales
amid the economic slowdown. The
auto maker, which has been under
bankruptcy protection since Febru-
ary after a severe cash shortage,
said its net loss for the three
months ended March 31 widened
to 265.6 billion won ($214.4 mil-
lion) from 34.2 billion won a year
earlier. Its operating loss widened
to 125.6 billion won from 27.6 bil-
lion won, as sales fell 66% to 233.7
billion won from 677.6 billion won.
“Lower demand and damaged cred-
ibility following its entrance into
court receivership in February
dealt a heavy blow” to the compa-
ny’s results, Ssangyong said.
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China moves to expand
lending to consumers
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Shinsei Bank slips to a loss
Lender to consider
how to raise capital;
possible Aozora deal

By Atsuko Fukase

TOKYO—Shinsei Bank Ltd. said
it swung to a fiscal full-year net loss
on restructuring costs and exposure
to overseas investments.

At a briefing on the midsize Japa-
nese lender’s results, Masamoto
Yashiro, the bank’s chairman, presi-
dent and chief executive officer, de-
clined to comment on the prospects
for a merger with fellow unprofit-
able lender Aozora Bank Ltd.

People familiar with the situa-
tion said Shinsei, one-third owned
by U.S. investment fund J.C. Flow-
ers & Co., and Aozora, majority-
owned by a fund managed by Cer-
berus Capital Management LP, have
agreed to a rough deal to merge by
the middle of 2010.

Like the rest of Japan’s banks,

Shinsei and Aozora face increas-
ingly intense competition in a mar-
ket that is stagnating as Japan’s pop-
ulation declines. The economic
downturn has made matters even
more difficult.

Shinsei posted a net loss of 143.1
billion yen ($1.48 billion) for the fis-
cal year ended March, compared

with a net profit of 60.1 billion yen a
year earlier, in line with a forecast
the bank issued May 7. Revenue for
the year rose 1.4% to 601.7 billion
yen from 593.5 billion yen a year ear-
lier.

Shinsei didn’t release a result for
the fiscal fourth quarter.

In the current fiscal year, ending
March 2010, Shinsei said it expects
to return to profitability, booking a
net profit of 10 billion yen on reve-
nue of 620 billion yen.

Mr. Yashiro said the bank will
consider ways to raise capital if nec-
essary. Asked if receiving public
funds or forming an alliance were
possible solutions, the chief execu-
tive said they were, but nothing had
been decided.

Shinsei said its core Tier 1 capital
ratio—closely watched in the mar-
ket as financial regulators become
stricter regarding banks’ ability to
absorb losses—stands at about 4%,
“one of the highest levels” among
Japanese lenders.

—Kenneth Maxwell contributed
to this article.
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DLF founders sell 9.9% stake
U.S. nears an agreement
over new IMF contribution

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

BEIJING—China’s banking regu-
lator said it issued draft rules for lo-
cal and foreign firms to set up con-
sumer-finance companies in the
country, as the government seeks to
boost domestic consumption in the
face of the economic downturn.

The consumer-finance compa-
nies will be allowed to lend to Chi-
nese residents buying durable
goods, such as home appliances and
electronics, the China Banking Regu-
latory Commission said Tuesday in
a statement.

The regulator said consumer-fi-
nance companies will be prohibited
from lending money for automobile
or home purchases, and from taking
deposits.

“The draft rules are designed to
implement the government’s strate-
gic plan of expanding domestic de-
mand and promoting economic
growth by providing more financial
services to stimulate consumption,”
the banking regulator said. It is seek-
ing feedback from the public on the
rules through June 12.

Banks and some nonbanking in-

stitutions in China already offer con-
sumer loans, but aren’t allowed to
set up an independent entity for the
business.

Applicants are required to have
global assets of no less than 80 bil-
lion yuan ($11.7 billion) and to have
reported a net profit in the latest
two consecutive years. They should
have a capital adequacy ratio of at
least 10% and asset-loss provision of
no less than 100%, said the regula-
tor.

State media reported Wednes-
day the trial of the program will be
implemented in four cities: Beijing,
Shanghai, Tianjin and Chengdu. Offi-
cials at the banking regulator
weren’t immediately available for
comment.

The government wants to boost
domestic consumption to cushion
the blow from weakening exports,
which have fallen for six consecu-
tive months. China’s economy, the
world’s third largest, grew 6.1% in
the first quarter from a year earlier,
the slowest pace in nearly two de-
cades.

By Santanu Choudhury

NEW DELHI—DLF Ltd. said some
of its founders sold a 9.9% stake for
about 38.6 billion rupees ($783 mil-
lion), raising cash for India’s biggest
realty company by sales.

The founders sold 168 million
shares at just above 230 rupees
($4.67) apiece, a 2.6% discount to
the closing price of DLF shares Tues-
day, the company said.

DLF, based in New Delhi, didn’t
identify who sold the shares. The
company’s founders comprise bil-
lionaire K. P. Singh, his family and

several investment companies.
The transaction will reduce the

founders’ stake to 78.6% and in-
crease DLF’s outstanding shares
to 21.3% from 11.4%, the company
said Wednesday. Deutsche Bank
AG and J.P. Morgan Chase & Co.
were the advisers for the deal.

DLF didn’t identify the buyers,
but Rajiv Singh, DLF’s vice chair-
man, told CNBC-TV18 that Capital
International Funds and HSBC Hold-
ings PLC were among the investors.

DLF will get a portion of the sale
proceeds as partial payment of liabil-
ities from DLF Assets Pvt., a prop-

erty fund controlled by DLF’s
founders. DLF Assets, which buys
commercial property from DLF, has
faced slowing demand for offices
and industrial parks in India, forc-
ing it to scout fund-raising options
to pay DLF.

Higher borrowing costs and lofty
property prices meanwhile have hit
demand for DLF’s residential apart-
ments in India. DLF posted a 93%
drop in net profit to 1.59 billion ru-
pees for its fiscal fourth quarter,
which ran through March.

DLF’s founders will also use the
sale proceeds to buy out D. E. Shaw
& Co.’s interest in DLF Assets. The
U.S. hedge fund had invested $400
million in the Indian company.

The stake sale “is very positive
for the company,” said Shailesh Ka-
nani, analyst at Mumbai-based An-
gel Broking Ltd. “It benefits the real-
estate sector as a whole because it
shows there is demand for such kind
of investment. DLF’s liquidity posi-
tion would also improve.”

The founders may consider an ini-
tial public offering of DLF Assets
when markets improve.

The company stopped selling
higher-margin commercial prop-
erty to DLF Assets in the fiscal
fourth quarter, when DLF’s revenue
fell to 3.22 billion rupees from 18.45
billion rupees a year earlier.
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By Naftali Bendavid

WASHINGTON—Congressional
leaders agreed Tuesday to calculate
the cost of a new U.S. contribution
to the International Monetary Fund
in a relatively inexpensive way, pav-
ing the way for possible congres-
sional approval within weeks.

The Obama administration has
pledged a $108 billion contribution
to the IMF, as part of a $500 billion
global boost to IMF resources. The
White House has argued that this is
a necessary contribution to global fi-
nancial stability and would signal
that there is enough money to pre-
vent struggling nations from becom-
ing further enmeshed in economic
crises. Congressional approval
would put pressure on European na-
tions, China, Brazil and others to in-
crease their lending to the IMF.

But the U.S. contribution became
entangled in arcane—though politi-
cally important—budget math. The
White House had argued that the ac-
tion shouldn’t be characterized as a
$108 billion expenditure, which
would make it difficult to sell at a

time when Congress has recently
passed a series of multibillion-dol-
lar spending bills.

The U.S. wouldn’t provide a lump
sum but would essentially make a
line of credit available to the IMF,
which the fund could draw on when
it needed to make loans to other
countries. In theory, the U.S. would
get the money back. So the White
House argued that the budgetary im-
pact should be calculated at zero.

Some lawmakers disputed this,
noting that there is some risk in-
volved in the IMF contribution. In a
conference call Tuesday between
the top Democrats and Republicans
on the House and Senate budget
committees, the lawmakers agreed
the contribution should be valued
according to standards set in the
Federal Credit Reform Act, which
seek to take a snapshot of a transac-
tion’s value, including risk, liabili-
ties and expected return.

The precise valuation will be left
to the Congressional Budget Office,
which specializes in budget calcula-
tions, but it will be far less than
$108 billion.

THE INTERNATIONAL INVESTOR
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By Atsuko Fukase

TOKYO—Mitsubishi UFJ Trust &
Banking Corp. will likely cancel its
planned $259 million acquisition of
NikkoCiti Trust & Banking Corp.
from Citigroup Inc., a person famil-
iar with the matter said.

The decision to scrap the pur-
chase comes after Mitsubishi UFJ Fi-
nancial Group, Japan’s largest
bank, was beaten by Sumitomo Mit-
sui Financial Group Inc. in an auc-
tion to buy Citigroup’s Japanese bro-
kerage operations.

The person said that without Citi-
group’s other Japan operations, the
planned NikkoCiti Trust purchase
lacked synergy.

In other news, MUFG said
Wednesday that it will increase its
purchase of Morgan Stanley com-
mon stock to $705 million from
$600 million, ensuring the U.S.
firm’s position as an equity-method
affiliate.

The Tokyo lender said it plans to
buy 29.37 million shares for $24
apiece and its stake will still likely
be more than 20%.

MUFG scraps deal for NikkoCiti
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INVESTING IN TURKEY
Solid financial system serves
as country’s economic shield

The measures to minimize and manage risk, introduced after 2001, have given Turkish banks strong balance sheets for the current economic crisis.

Friedrich Nietzsche
said,“What does not destroy
me, makes me strong.”

so it is that turkey, which was
wracked by a banking crisis eight
years ago,has one of today’s health-
ier financial systems. And this is
helping the country protect its
economy from the effects of the
global downturn.
in the wake of the 2001 crisis,

turkish banks weren’t allowed to
take the kinds of risks that ended
up getting U.s. and european banks
into trouble last fall.Though turkish
banks had some loans in the real estate
sector, they were a small part of over-
all loans and nothing like the risky
subprimemortgages seen elsewhere.
turkey hasn’t had the explosion of

credit seen in many other countries,
says Ben Faulks, London-based ana-
lyst for turkey at credit ratings
company standard & Poor’s. “Banks
haven’t borrowed so much abroad,
and lending hasn’t been as rapid as
inmanyeasterneuropean countries.”
At the time the crisis hit much

of theworld’s financial system,turkish
banks had strong balance sheets,
says ismail erturk, senior lecturer
in banking at theManchesterBusiness
school in the U.K. “They were not
exposed to the housing market in
turkey.due to the restructuring of
turkish banks after the 2001 finan-
cial crisis, the kind of banking they
were doing by default had to be very
simple — collecting deposits and
investing in traditional banking assets
like government bonds.”
Measures to minimize and man-

age risk introduced after 2001 have
paid off in the current situation,
says Gazi ercel, governor of turkey’s
central bank between 1996 and 2001
and principal of ercel Global Advi-
sory in istanbul. Banks had just
begun to extend mortgages and
consumer credit more widely, but
such lendingamounted toonly10%of
gross domestic product. By com-
parison, the amount borrowed by
consumers in the U.s. was almost

Country continues
to pursue policies

that are designed to
ensure long-term fiscal
soundness and achieve
high sustainable growth

GETTY IMAGES/Scott E Barbour

By Catherine Bolgar
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/12 USD 8.34 1.6 –37.2 –24.9
Am Blend Portfolio I US EQ LUX 05/12 USD 9.77 1.8 –36.7 –24.3
Am Growth A US EQ LUX 05/12 USD 24.16 5.5 –27.6 –14.8
Am Growth B US EQ LUX 05/12 USD 20.45 5.1 –28.3 –15.7
Am Growth I US EQ LUX 05/12 USD 26.64 5.8 –27.0 –14.2
Am Income A US BD LUX 05/12 USD 7.65 9.0 –4.0 –0.5
Am Income A2 US BD LUX 05/12 USD 16.62 9.2 –4.1 –0.6

Am Income B US BD LUX 05/12 USD 7.65 8.7 –4.8 –1.3
Am Income B2 US BD LUX 05/12 USD 14.39 8.9 –4.8 –1.3
Am Income I US BD LUX 05/12 USD 7.65 9.2 –3.4 0.1
Am Value A US EQ LUX 05/12 USD 7.26 0.7 –30.8 –22.4
Am Value B US EQ LUX 05/12 USD 6.72 0.1 –31.5 –23.3
Am Value I US EQ LUX 05/12 USD 7.77 0.9 –30.3 –21.8
Asian Technology A OT EQ LUX 05/12 USD 10.88 24.3 –31.9 –18.8
Asian Technology B OT EQ LUX 05/12 USD 9.58 23.9 –32.6 –19.6
Asian Technology I OT EQ LUX 05/12 USD 12.07 24.7 –31.4 –18.1
Emg Mkts Debt A GL BD LUX 05/12 USD 13.43 18.6 –5.4 –1.2
Emg Mkts Debt A2 GL BD LUX 05/12 USD 16.55 18.9 –5.3 –1.2
Emg Mkts Debt B GL BD LUX 05/12 USD 13.43 18.2 –6.4 –2.1
Emg Mkts Debt B2 GL BD LUX 05/12 USD 16.04 18.5 –6.3 –2.1
Emg Mkts Debt I GL BD LUX 05/12 USD 13.43 18.8 –4.9 –0.6
Emg Mkts Growth A GL EQ LUX 05/12 USD 24.27 21.1 –46.0 –20.1
Emg Mkts Growth B GL EQ LUX 05/12 USD 20.70 20.7 –46.5 –20.8
Emg Mkts Growth I GL EQ LUX 05/12 USD 26.77 21.5 –45.5 –19.4
Eur Blend A OT OT LUX 05/05 EUR 9.43 3.3 –40.7 –30.1
Eur Growth A EU EQ LUX 05/12 EUR 5.90 5.9 –36.8 –26.8
Eur Growth B EU EQ LUX 05/12 EUR 5.34 5.5 –37.5 –27.5
Eur Growth I EU EQ LUX 05/12 EUR 6.41 6.3 –36.3 –26.1
Eur Income A EU BD LUX 05/12 EUR 5.39 8.9 –15.8 –9.2
Eur Income A2 EU BD LUX 05/12 EUR 10.05 9.1 –15.8 –9.2
Eur Income B EU BD LUX 05/12 EUR 5.39 8.6 –16.5 –9.9
Eur Income B2 EU BD LUX 05/12 EUR 9.39 8.8 –16.5 –9.9
Eur Income I EU BD LUX 05/12 EUR 5.39 9.1 –15.3 –8.7
Eur Strat Value A EU EQ LUX 05/12 EUR 7.06 1.4 –44.1 –32.6
Eur Strat Value I EU EQ LUX 05/12 EUR 7.19 1.7 –43.6 –32.0

Eur Value A EU EQ LUX 05/12 EUR 7.57 4.0 –39.4 –30.1
Eur Value B EU EQ LUX 05/12 EUR 7.00 3.4 –40.1 –30.8
Eur Value I EU EQ LUX 05/12 EUR 8.69 4.1 –38.9 –29.6
Gl Balanced (Euro) A EU BA LUX 05/12 USD 13.39 3.5 –29.6 NS
Gl Balanced (Euro) B EU BA LUX 05/12 USD 13.12 3.0 –30.4 NS
Gl Balanced (Euro) C EU BA LUX 05/12 USD 13.31 3.4 –29.8 NS
Gl Balanced (Euro) I EU BA LUX 05/12 USD 13.57 3.6 –29.2 NS
Gl Balanced A US BA LUX 05/12 USD 13.75 3.5 –31.5 –18.3
Gl Balanced B US BA LUX 05/12 USD 13.16 3.1 –32.1 –19.1
Gl Balanced I US BA LUX 05/12 USD 14.20 3.7 –31.0 –17.7
Gl Bond A US BD LUX 05/12 USD 8.63 2.4 –1.9 1.0
Gl Bond A2 US BD LUX 05/12 USD 14.57 2.5 –2.0 1.0
Gl Bond B US BD LUX 05/12 USD 8.63 2.1 –2.9 0.0
Gl Bond B2 US BD LUX 05/12 USD 12.84 2.1 –2.9 0.0
Gl Bond I US BD LUX 05/12 USD 8.63 2.6 –1.3 1.6
Gl Conservative A US BA LUX 05/12 USD 13.46 2.9 –17.2 –9.0
Gl Conservative A2 US BA LUX 05/12 USD 15.00 2.9 –17.3 –9.0
Gl Conservative B US BA LUX 05/12 USD 13.44 2.6 –18.0 –9.9
Gl Conservative B2 US BA LUX 05/12 USD 14.35 2.6 –18.0 –9.9
Gl Conservative I US BA LUX 05/12 USD 13.50 3.2 –16.5 –8.4
Gl Eq Blend A GL EQ LUX 05/12 USD 9.24 3.4 –47.6 –30.2
Gl Eq Blend B GL EQ LUX 05/12 USD 8.72 3.0 –48.2 –31.0
Gl Eq Blend I GL EQ LUX 05/12 USD 9.69 3.6 –47.2 –29.7
Gl Growth A GL EQ LUX 05/12 USD 33.00 2.3 –48.3 –29.4
Gl Growth B GL EQ LUX 05/12 USD 27.72 1.9 –48.8 –30.1
Gl Growth I GL EQ LUX 05/12 USD 36.45 2.6 –47.9 –28.8
Gl High Yield A US BD LUX 05/12 USD 3.46 21.0 –17.5 –9.2
Gl High Yield A2 US BD LUX 05/12 USD 6.99 21.4 –17.6 –9.3

Gl High Yield B US BD LUX 05/12 USD 3.46 20.4 –18.6 –10.3
Gl High Yield B2 US BD LUX 05/12 USD 11.30 20.9 –18.5 –10.2
Gl High Yield I US BD LUX 05/12 USD 3.46 21.4 –16.9 –8.7
Gl Value A GL EQ LUX 05/12 USD 8.85 4.2 –47.1 –31.3
Gl Value B GL EQ LUX 05/12 USD 8.18 3.8 –47.6 –32.0
Gl Value I GL EQ LUX 05/12 USD 9.36 4.5 –46.7 –30.8
India Growth A EA EQ LUX 05/08 USD 68.04 17.8 –41.6 –12.8
India Growth B EA EQ LUX 05/08 USD 58.54 17.4 –42.2 –13.6
India Growth I EA EQ LUX 05/08 USD 70.30 17.9 –41.4 –12.5
Int'l Health Care A OT EQ LUX 05/12 USD 109.33 –6.9 –23.6 –19.4
Int'l Health Care B OT EQ LUX 05/12 USD 92.81 –7.2 –24.4 –20.2
Int'l Health Care I OT EQ LUX 05/12 USD 118.85 –6.6 –23.0 –18.8
Int'l Technology A OT EQ LUX 05/12 USD 79.37 8.5 –38.2 –20.0
Int'l Technology B OT EQ LUX 05/12 USD 69.22 8.1 –38.8 –20.8
Int'l Technology I OT EQ LUX 05/12 USD 88.54 8.8 –37.7 –19.4
Japan Blend A JP EQ LUX 05/12 JPY 5653.00 5.3 –38.1 –30.5
Japan Growth A JP EQ LUX 05/12 JPY 5527.00 –0.6 –38.8 –31.3
Japan Growth I JP EQ LUX 05/12 JPY 5658.00 –0.4 –38.3 –30.8
Japan Strat Value A JP EQ LUX 05/12 JPY 5721.00 10.9 –38.0 –29.9
Japan Strat Value I JP EQ LUX 05/12 JPY 5843.00 11.3 –37.5 –29.3
Real Estate Sec. A OT EQ LUX 05/12 USD 10.42 –2.3 –46.8 –34.1
Real Estate Sec. B OT EQ LUX 05/12 USD 9.58 –2.7 –47.4 –34.8
Real Estate Sec. I OT EQ LUX 05/12 USD 11.14 –2.1 –46.4 –33.6
Short Mat Dollar A US BD LUX 05/12 USD 6.69 0.3 –13.2 –11.2
Short Mat Dollar A2 US BD LUX 05/12 USD 8.80 0.5 –13.3 –11.3
Short Mat Dollar B US BD LUX 05/12 USD 6.69 0.2 –13.6 –11.7
Short Mat Dollar B2 US BD LUX 05/12 USD 8.78 0.2 –13.8 –11.7
Short Mat Dollar I US BD LUX 05/12 USD 6.69 0.5 –12.7 –10.7

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Forecasts from Olympus,
Nissan help lift the Nikkei

HF Global Non-Trend
Non-trend following, technical strategy or fundamental, macro-view strategies. Invest across
all asset classes and markets (global macro, counter-trend, etc.) Ranked on % total return
(dividends reinvested) in U.S. dollars for one year ending May 13, 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

4 R.G. R.G. Niederhoffer USDiUnited States –3.75 38.18 35.12 11.54
Niederhoffer Global Fund LP I Capital Management Inc

4 Roy G. R.G. Niederhoffer USDiCayman Isl –2.78 35.89 31.73 10.86
Niederhoffer Negative Correlation Capital Management Inc

5 Balestra Balestra Capital USDiUnited States 6.98 35.74104.07 40.25
Capital Partners LP Ltd

4 Roy G. R.G. Niederhoffer USDiCayman Isl –3.11 34.80 34.84 14.07
Niederhoffer Div Offshore Ltd A Capital Management Inc

4 Roy G. R.G. Niederhoffer USDiCayman Isl –3.21 34.49 33.19 12.77
Niederhoffer Div Offshore Ltd B Capital Management Inc

1 MCM Managed Meyer Capital USDiUnited States 16.81 33.00 0.11 5.38
Future Program Management

2 Agport Fund Agtech Trading USDiUnited States –6.93 32.78 –1.57 –7.35
III Company

4 Absolute Absolute Plus Mgmt USDiUnited States 10.77 30.31 17.02 15.81
Plus Mgmt Hedged Gl Comm LLC

NS Systeia Systeia Capital EURiUnited States 2.08 28.68 22.26 NS
Global Macro Program Management

NS LC Trading LLB Fund Services CHFiLiechtnstn 11.07 26.01 33.50 NS
Fund Acc AG
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By V. Phani Kumar

And Rosalind Mathieson

SINGAPORE—Asian markets
ended mostly higher Wednesday,
withJapanese shares boosted bya bet-
ter-than-expected earnings outlooks

from Nissan Motor
and Olympus.

Japan’s Nikkei
Stock Average of
225 companies

firmed 0.5% to 9340.49.
Nissan jumped 6.3%, although

the auto maker Tuesday booked its
first annual net loss since Chief Exec-
utive Carlos Ghosn took the helm in
1999. Sentiment was helped by Mr.
Ghosn’s prediction Nissan would re-
turn to profitability in the year end-
ing March 2011, if not sooner.

Olympus surged 13% as its operat-
ing forecast for the current financial
year exceeded expectations.

In China, the Shanghai Compos-
ite rose 1.7% to 2663.77 for its high-
est finish since August, with com-
modity stocks pacing gains as a
weakened U.S. dollar lifted prices of
gold and crude oil.

Aluminum Corp. of China, or Chi-

nalco, advanced 1.2%, Jiangxi Cop-
per climbed 3.1% and PetroChina
soared 6.1% in Shanghai. In Hong
Kong, they rose 1.7%, 4.4% and 3.6%,
respectively, with energy producer
Cnooc also jumping 5.5%.

Meanwhile, Hong Kong stocks
were dragged lower by market
heavyweight HSBC Holdings, which
declined after a nine-session ad-
vance. HSBC stock fell 3.3% as Hong
Kong’s Hang Seng Index lost 0.6% to
17059.62.

Sydney shares also dropped on
concerns about capital-raising
plans. Higher commodity prices
lifted Newcrest Mining 1.5%, but San-
tos dropped 8.3% on equity-dilution
concerns after the company said it
has raised 1.75 billion Australian dol-
lars (US$1.34 billion) by selling
shares, and plans to raise a further
A$1.25 billion from retail investors.

Rio Tinto skidded 4.7% on persis-
tent concerns that the mining giant
will raise funds from a share-rights is-
sue because of stiff opposition to Chi-
nalco’s proposed $19.5 billion invest-
ment in the company. The declines
led the benchmark S&P/ASX 200 in-
dex down 0.5% to 3856.10.

By Anton Troianovski

And Lingling Wei

One of Goldman Sachs Group
Inc.’s premier real-estate funds is in
discussions with its lenders to re-
structure debt on some of its big-
gest investments.

The wrinkle: One of the main
lenders on those deals is Goldman
Sachs.

Investors were warned about po-
tential conflicts of interest when
they put money into this group of
real-estate vehicles, which use the
Whitehall name.

The funds were billed as “oppor-
tunity funds,” huge, highly lever-
aged investments funded directly
by Goldman Sachs, its employees
and a group of outside investors.

Overall, Goldman Sachs has
raised $31 billion for various White-
hall funds over the past 18 years,
with outsiders usually investing
two-thirds or more into each one.

With commercial real-estate val-
ues plunging, investors and their ad-
visers have begun focusing on the
conflicts.

They say that Goldman Sachs is
able to use its position as investor,
lender and fee collector for its own
benefit at the expense of outsiders.

“The investment-banking model
is broken in real-estate private eq-
uity,” said Nori Gerardo Lietz, chief
investment strategist for real estate
for Partners Group AG, a $22 billion
Swiss investment firm that advises
clients on real-estate investments.

Whitehall’s biggest fund, White-
hall Street Global Real Estate Lim-
ited Partnership 2007, in 2008
wrote down $2.1 billion of the $3.7
billion invested between May 2007
and August 2008.

But all wasn’t lost for Goldman
Sachs. During 2008, it made at least
$88 million in fees for arranging fi-
nancing for Whitehall 2007 deals,
plus an additional $30 million in ad-
visory fees, and $19 million in prop-
erty-management fees, according to
documents for the first, second and
fourth quarters of the year that were
reviewed by The Wall Street Journal.

In addition, the Goldman Sachs
fund charges a 0.5% management
fee on the gross cost of the fund’s in-
vestments, which was $17.2 billion
as of Dec. 31.

Assets under management
change quarterly, but assuming a

static value of $17.2 billion for 2008,
that would have earned Goldman
Sachs an additional fee of $86 million.

Such high fees at a time of poor
performance have upset some out-
side investors in the fund.

Some of its investments were
made at top-of-the-market prices,
when analysts, including some at
Goldman Sachs, were already warn-
ing of looming problems facing
commercial real estate.

Adding to the discord: Goldman
Sachs offered to buy out its employ-
ees’ interest in the fund at a discount
to net asset value late last year,
weeks before further marking down
the equity value of the fund. Outside
investors didn’t get the offer.

Goldman Sachs said its interests
are aligned with those of White-
hall’s investors because the bank
and its employees together own a
33% stake in the fund.

“Goldman Sachs is the largest in-
vestor in the fund,” said spokes-
woman Andrea Raphael.

Goldman Sachs is in an espe-
cially tricky position when acting as
both a borrower and lender to itself,
critics say. Concessions granted by
Whitehall may benefit Goldman
Sachs, the lender, at the expense of
Whitehall investors, the critics say.

Those conflicts are on display in
Nevada, where Goldman Sachs paid
top dollar for three casinos and a
2,000-room hotel from financier
Carl Icahn in February 2008.

To do the deal, Whitehall and a
smaller partner borrowed about $1.1
billion from Goldman’s mortgage
unit and guaranteed $200 million of
that debt. Goldman Sachs earned $11
million for arranging the financing,
according to fund documents, in ad-
dition to an unknown amount
earned by the mortgage unit.

This spring, Whitehall warned in-
vestors that lower-than-expected
revenue at those properties, includ-
ing the Stratosphere hotel and ca-
sino on the Las Vegas Strip, may
lead to a default on the loan. White-
hall asked Goldman Sachs to restruc-
ture the debt; the lender agreed.

Under a recapitalization plan
Whitehall was finalizing in April,
the Goldman Sachs mortgage unit
will forgive the Whitehall fund $593
million of the $1.1 billion in debt and
also release it from the $200 million
in recourse debt, according to fund
documents. In exchange, the Gold-
man mortgage unit would gain a
22% noncontrolling equity interest
in the investment.

Other Whitehall 2007 deals fi-
nanced by Goldman Sachs include
the $2.2 billion acquisition of Eq-
uity Inns, a portfolio of 137 hotels
in 35 states; and the $3.8 billion pur-
chase of a collection of 36 proper-
ties in Germany from German fund
manager DEGI mbH.

Goldman’s Whitehall conflict
The bank is investor
and lender for funds
focused on real estate

FUND SCORECARD
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Revenue from the Stratosphere Tower
in Las Vegas was lower than expected.
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230 Park Ave–Helmsley Building (New York)  

ACEP/Stratosphere (Las Vegas) 

ASNY*

Beacon Puget Sound Portfolio

DEGI–36 assets, mainly office buildings, in Germany 

Station Casinos–casino operating company in Nevada 
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K
oçFinancial
Services is the banking
and insurance arm of

istanbul-based KoçHolding,Turkey’s
largest conglomerate, and is a 50-50
partnership with Milan-based
Unicredit. at the end of april,
KFS named Tayfun Bayazit as its
new cEo.He previously served as
cEo of the group’s bank Yapi Kredi,
and now becomes the bank’s chair-
man. in an interview with andrew
Finkel,Mr. Bayazit describes how
Turkey’s financial sector and his
own organization are coping with
a turbulent global environment.

Q:Turkey lived through its own
economic crisis in 2001.Does this
make it more vulnerable or less
vulnerable to events beyond
its shores?

A:Many of the questions rightly
being asked of banks world-wide
are the very things Turkey asked
itself after 2001.We learned
prudence, for example, not to lend
in foreign currencies to consumers.
So we have not, unlike some other
countries, been caught out this
time.The thing which makes
Turkey attractive to investors, the
fact that it is still underleveraged,
works to its advantage in a crisis.
Financial markets still lack sophis-
tication, but this means we don’t
have derivatives and all those toxic

instruments. on the other hand,
Turkey is a part of the globalized
economy and suffers from the
shrinking demand for its exports
and a business environment in which
expectations are low. From 2003,
Turkey became an important benefi-
ciary of capital flows into emerging
markets.This helped finance
corporate growth and plug the
current-account deficit. of course,
the credit crunch hurts. But we are
by no means the worst affected.

Q:What are the implications of
the global financial crisis for your
own institution?

A:our own strategy and what we
advise our customers, is the same.
There will be an end to this crisis.
it will probably be in 2010, but we
can’t bet on it now.Given the high
cost of borrowing due to increased
risk premium, we are cautioning
our customers not to invest aggres-
sively.Getting through the current
period means controlling our costs
and better controlling our risks.
Business models [his own and those
of his clients] will have to be ques-
tioned under the circumstances.

Q: So you are more conservative?

A:a year ago, when a company
would come to us wanting to
invest in a hydroelectric power

project, for example, it would have
been feasible to have 20%-25%
equity and 75% debt. But now,
loan maturities are shorter and we
are demanding equity ratios closer
to 50%. in 2007, we decided that
the way to reach key consumer
and small-business markets was to
expand physically. last year we
opened a record 185 branches.
This year, so far we’ve opened
none. at the same time, we are
trying to make sure that a short-
term crunch does not turn into a
long-term crisis.This means
sitting down, particularly with
small businesses which are the
future of Turkish banking and
working on a restructuring plan.

Q:Turkey emerged from the crisis
in 2001 through tight fiscal
control. Are you concerned that
this control may be slipping?

A:Turkey had a very crowded
political agenda in 2008, and the
agreement with the international
Monetary Fund expired in May
2008 and new negotiations stalled.
This resulted in a loss of focus on
economic management and
structural reform.The fiscal bal-
ance would have suffered in any
case because of the need for some
stimulus in the face of the global
crisis. However, we shouldn’t lose
sight of the fact that the

miraculous improvement in
Turkey’s economy between 2003-
2007 was the result of sticking to
structural reforms, rehabilitating
the banking sector and maintain-
ing unprecedented fiscal prudence.
new fiscal stimulus has to be
limited [to retain international
confidence] and has to be carefully
thought through. Going back to
the old days of uncontrolled
government spending is not an
option. at the same time,Turkey
has a sizable grey [untaxed]
economy. Expanding the tax base
and improving collection will
make a significant difference.

Q:What are the prospects for
Turkish banking?

A:The good news is that Turkey
has plenty of potential.The bad
news is that this potential will be
realized later than we originally
envisaged. There was significant
investment in the sector between
2005-2008.Unicredit,U.S.-owned
GE Finance, Brussels-based Dexia,
london-basedHSBc,amsterdam-
based inG,national Bank of
Greece all expanded into Turkey.
They did so with a long-term
perspective, but even that horizon
has receded because it is going to
take Turkey longer to mature [to
justify the sums foreign banks paid
to get into Turkey].

Q:Might we see foreign banks
pulling out?

A:We might, but this would have
been the case even without the
crisis. But of course European
banking has changed. Govern-
ments are now more involved and
there are different decision-making
mechanisms. in some cases, the
people who took the decision to
invest in Turkey, are no longer at
the helm.Happily, this is not the
case with Unicredit. cEo
alessandro Profumo and the team
which first
looked at Turkey
saw great potential
and still believe
that we can
profitably expand
our banking
operations here.

Top banker takes a hard look at country’s financial sector

Tayfun
Bayazit
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INVESTING IN TURKEY

equal to the country’s GDP.
in getting the economy back on

its feet in 2001, Turkey’s govern-
ment had to reduce its deficit and
debt. Public debt was about 37% of
GDP at the end of 2008, according
to the international Monetary
Fund — as good as most European
countries. it was 71% in 2002.
“Turkey continues to pursue poli-

cies that will ensure long-term fiscal
soundness, improve tax efficiency
and achieve high sustainable growth
underpinned by an up-to-date infra-
structure and a well-trained work
force,” said Didier Reynders, min-
ister of finance for Belgium, in a
statement to the iMF’s financial
committee last month. (Belgium
represents Turkey at the iMF.)
But while Turkey’s policies have

reduced its exposure to the current
global crisis, the country hasn’t
escaped unscathed.
Manufacturing has been hit the

worst by the slowdown.Just as exports
led Turkey to impressive growth —
GDP grew 7.2% a year on average
between 2002 and 2006 — the fall
in exports is core to the iMF’s pro-
jection that GDP will contract 5.1%
this year.
The automotive sector has been

hit particularly hard, as car sales drop
around the world. one of Turkey’s
biggest factories belongs to Ford
Motor co. output fell 59% in the
first quarter from a year earlier.
and as in the rest of the world,

the construction sector has slowed
down.The building boomwas driven
by rising housing prices, which have

cooled, along with the willingness
of banks to lend.commercial lend-
ing, for such projects as shopping
centers, also has slowed. However,
Turkey never had the kind of real
estate bubble seen in some other
countries, says Mr. Ercel, the for-
mer central bank governor.
“at this point in time, the gov-

ernment should enter the picture
with infrastructure projects,” he says.
“We badly need to increase infra-
structure investment for roads, energy
and the like with participation by
the public sector.”However, he notes,
the tax system inTurkey isweighted
toward value-added and other con-
sumption taxes rather than taxes
on personal and corporate income,
which make up only about 15% of
tax revenues. That makes tax reve-
nue procyclical— up a lot in a boom
and down a lot in a crisis. The sys-
tem “should have been changed five to
seven years ago,” he says.
The growth of private consumption

is slowing— if not falling. Estimates
range between 2.7% growth this
year (compared with 4.1% in 2007)
and a decline.This, however, has a
benefit to the economy in the form
of lower imports and a consequent
narrowing of the current-account
deficit, which had been climbing
quickly in recent years, to around 6%
of GDP (economists’ alarm bells
tend to go off around the 5% mark).
countries with large current-

account deficits, notably in Eastern
Europe, got into trouble as the
financial crisis took hold,Manchester
Business School’s Mr. Erturk says,
and Turkey’s deficit also was ini-
tially viewed with alarm. That has

changed.The current-account defi-
cit for the first quarter of this year
was $1.16 billion (€850 million),
compared with $12.3 billion in the
first quarter of last year.
inflation, which had been a grow-

ingmenace,has fallen.last summer,
it was around 11%, but has con-
tracted to under 7% as oil and fuel
prices dropped around the world.That
gives the central bank more room
to maneuver, and it has radically cut
overnight interest rates to 9.75% from
16.5% six months ago. “The central
bank has done a good job of con-
taining or reducing the effects of
the crisis on Turkey,” former central
bank governor Mr.Ercel says.
The dominance of small and

medium-size businesses in the coun-
try’s enterprise landscape, also brings
advantages in combating the effects
of the global downturn.Turkey has
more than 80,000 companies with
small and medium enterprises mak-
ing up 99.6% of all businesses, says
Mr.Ercel.The few large companies

mostly are located in Western
Turkey, in big cities, while smaller
enterprises are prevalent in anatolia.
Despite their small size and lack of
resources, these family businesses
not only hang on through the down-
turn but also help relatives. “The
social coverage from families is
obvious,” he says.
another plus is the liquidity of

Turkish businesses. Most Turkish
companies were stockpiling cash before
the crisis,which is helping them now,
says Mr. Erturk of the Manchester
Business School. “You don’t see many
companies that are terribly bad in
terms of balance sheets. So they still
have resources. But the problem is
how to use those resources to grow
capital and achieve growth and invest
in profitable ventures.”
ShahbazMavaddat, istanbul-based

director SouthernEurope andcentral
asia for the Washington-based
international Finance corporation,
an affiliate of theWorld Bank Group
that encourages private enterprise in

less-developed countries,seesmuch
potential in private-sector involvement
with infrastructure projects, partic-
ularly those concerning energy.
“Turkey’s size and potential in

wind,hydro and geothermal resources
make it an ideal country to make a
positive contribution to climate
change,”he says.“in addition,Turkey’s
location between the caucasus,cen-
tral asia, the Middle East, Europe
and north africa makes it a natural
energy-transit hub and its full poten-
tial as an energy corridor for oil and
gas pipelines is yet to be realized.”
The Geneva-based Wor ld

Economic Forum’s Global com-
petitiveness Report for 2008-2009
ranked Turkey no. 63 out of 134
countries, compared with no. 53
out of 131 countries a year earlier.
Turkey lost points on education,
innovation and labor-market effi-
ciency. Productivity is the lowest
among the member countries of the
organizat ion for Economic
cooperation andDevelopment.How-
ever, Turkish companies have won
accolades for business sophistication
— plenty of good local suppliers,
good control of international dis-
tribution, ability to produce goods
higher on the value chain.
as in many parts of the world,

foreign direct investment is down
after a sustained period of growth.
FDi inflows rose sharply between
2004 and 2007— almost eightfold,
to $22 billion. But Turkey’s FDi
inflows declined between January
and november 2008 to just over
$16 billion from just under $19
billion during the same period in
2007, and are expected to shrink
further in 2009 as the global slow-
down hits foreign investors, a reason
that is unrelated to the country’s own
economic fundamentals.

CONTINUED FROM PREVIOUS PAGE

Solid financial system serves
as country’s economic shield

Turkey has more than 80,000 companies with small and medium
enterprises making up 99.6% of all businesses.
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Citi promotes, BarCap hires

British regulator fines
Morgan Stanley, trader

Where the ‘mobile wealthy’ prefer to live
Alps top London,
New York, and not
just because of taxes

www.efinancialnews.com

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By David Bain

Switzerland is the most attrac-
tive location for the international
wealthy to set up residency, beating
London, Singapore and New York,
according to one survey.

Scorpio Partnership, a wealth-
management consultancy, said Swit-
zerland’s appeal came from its over-
all “rounded offer.” The alpine state
ranked first in six of Scorpio’s 11 cate-
gories, including sophistication and
culture.

London, second on the index,
was marked down because of the re-
cent tax increases for the wealthy. It
only ranked first in the concentra-
tion of wealthy individuals.

Singapore, which led rivals in se-
curity, finished third. New York was
in fourth place. It was ranked first
only for the depth of its financial-
services sector.

Scorpio defined the mobile
wealthy as professionals such as
doctors, dentists, architects, law-
yers, accountants, entrepreneurs
and financial-services executives
with incomes of more than £100,000
($152,690). It based its findings on
more than 400 interviews with ad-

visers to the mobile wealthy.
The report, prompted by a de-

bate in the U.K. about London’s at-
tractiveness for the wealthy given
increases in tax rates, said the mo-
bile wealthy look at more than the
headline tax rate. Scorpio ranked
London 10th on tax and immigra-
tion, only ahead of New York. Swit-
zerland ranked fifth.

The U.K. government’s plans to
raise the top income-tax rate next
year to 50% on earnings of more
than £150,000, from 40%, already
has angered some in the financial-
services industry. Hedge-fund boss
Crispin Odey told the Sunday Times
newspaper that he may move his
firm, Odey Asset Management, out
of Britain to avoid that tax.

“We are seriously considering
leaving,” said Mr. Odey, who man-
ages £3 billion in assets. “This gov-
ernment is not interested in keeping
London alive as a financial center.
Hedge funds are not yet flying but
they are fluttering. Everyone is
thinking about leaving.”

Mr. Odey’s office declined to com-
ment on the remarks.

The Sunday Telegraph reported
that private-equity heavyweight Guy
Hands, who is chairman of Terra
Firma Capital Partners, has moved to
Guernsey to protest the government’s
plans to raise the top tax rate to 50%,
from 40%. A spokesman for Mr. Hands
declined to comment on the report.

The tax increase comes a year af-

ter the U.K. introduced new rules for
resident, nondomiciled individuals,
giving them the option after seven
years of residency to either pay local
taxes on their earnings outside the
U.K., or to pay a lump sum of £30,000
per year. Previously they paid no taxes
on their earnings outside the U.K.

Stephen Wall, a Scorpio director,
described Switzerland as “very
nearly all things to all people” and
predicted that it “will continue to be
the biggest beneficiary of any
moves away from London, particu-
larly in the mid-to-high net worth
and above segments.”

The consultancy didn’t distin-
guish between Zurich, the country’s
largest city,and Geneva, the headquar-
ters for private banking. It said Swit-
zerland’s appeal as a place to live was
unaffected by outside efforts to crack
the country’s banking secrecy laws.

Scorpio said smaller niche cen-
ters, such as Jersey, Guernsey, Isle
of Man, Cayman and Monaco, may
offer low tax rates, but they struggle
to compete with the major centers
when it comes to lifestyle factors.

The report comes a day after
Michael Power, global strategist at
Investec Asset Management, said in

a separate report that London is still
“outwitting its pretenders” as a top
financial center despite recent tax
increases.

Scorpio ranked London second
for the depth of its financial-ser-
vices sector, between New York and
Switzerland.

Other criteria on which it judged 11
financial centers included economic
and political stability, legal consider-
ations, education for children, avail-
ability of quality housing and proxim-
ity to London, the largest center for
the mobile wealthy, and transporta-
tion links to the rest of the world.

Luxury places
The most appealing 
financial centers for 
the mobile wealthy.

Source: Scorpio Partnership

1 Switzerland
2 London
3 Singapore
4 New York
5 Hong Kong
6 Jersey
7 Cayman
8 Isle of Man
9 Monaco
10 Dubai
11 Guemsey

RANK CITY

View of the city of Zurich, Switzerland
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By Vivek Ahuja

The U.K.’s financial regulator
fined Morgan Stanley £1.4 million
($2.1 million) and a former trader
£105,000 over mismarked trades
that were overvalued by up to $120
million.

The fine on Morgan Stanley for
not exercising due skill, care and dili-
gence is one of the 10 largest penal-
ties ever levied by the Financial Ser-
vices Authority.

The FSA also banned Matthew
Sebastian Piper, a former propri-
etary trader who handled European
credit-default-swap indexes and in-
dex options on certain iTraxx in-
dexes, from the securities industry.
It said Mr. Piper indulged in “delib-
erate, frequent and repeated mis-

conduct” between December 2007
and May 2008.

Mr. Piper, who was dismissed by
the bank following an internal re-
view, couldn’t be reached for com-
ment.

AMorganStanleyspokesmansaid
the bank was “pleased to have agreed
an early settlement with the FSA and
nowconsiderthismattertobebehind
us. As the FSA notes in its decision,
our response has been prompt, trans-
parent and comprehensive.”

According to the FSA, Mr. Piper
alleged he was pressured to mis-
mark his positions and claimed the
value of his mismarking was at least
$77.75 million, not $120 million re-
ported by Morgan Stanley. “The FSA
has not concluded that he was sub-
ject to any such pressure,” it said.

By Luke Jeffs

And Dawn Cowie

Citigroup Inc. promoted Jack
Vensel to head of electronic trading
for Europe, Middle East and Africa,
while Barclays Capital continued to
hire staff from UBS AG.

Mr. Vensel’s appointment comes
six months after his predecessor, Ri-
chard Evans, left after 10 years at
the bank amid sweeping job cuts.

Barclays Capital, a unit of Bar-
clays PLC, hired four equity sales-
men from UBS after recruiting the
Swiss bank’s head of sales last
month, according to headhunters.

The four new recruits are Dwight
Senduk, Mark Bahoshy, James Pick-
ering and Paul Divito.

Both UBS and Barclays Capital
declined to comment on the four
men.

The UK plays a vitally important role in the European
and global private equity and venture capital industry,
which is why we will be awarding the best CEOs
nationwide on 14 October 2009.

Jeremy Hand Past Chairman, BVCA and Managing
Partner, Lyceum Capital
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