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Deteriorating 
The financial crisis is leading to rising government debt and deficits in leading Western economies 
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Europe’s painful future
Rising debt to keep unemployment high, finances strained; Spain GDP dives
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Editorial&Opinion

By Alistair MacDonald

And Aaron O. Patrick

The U.K.’s two leading polit-
ical parties offered their first
sacrificial lambs in reaction to
revelations that taxpayers
have funded dubious living ex-
penses for dozens of politi-
cians, in an attempt to halt rap-
idly eroding public trust in the
political system.

The disciplinary actions
against members of both the
ruling Labour Party and the op-
position Conservatives stem
from a spiralling crisis in
which the widely admired Brit-
ish political system—proudly
known as “the mother of all
Parliaments”—has suddenly
morphed into the mother of
all scandals.

The reason: the Daily Tele-
graph newspaper’s publica-
tion of politicians’ expense re-
ports—which aren’t yet in the
public record—detailing how
dozens of members of Parlia-
ment have been reimbursed
for home expenses that range
from the petty (dog food and
light bulbs) to the extravagant
(repairs to swimming pools
and a moat).

Past scandals, such as
“sleaze” allegations that
played a part in sinking John
Major’s Conservative govern-
ment in the mid-1990s, usu-
ally damaged one party or an-
other. The current affair, on
the other hand, is claiming vic-

tims on all sides, undermining
public confidence in the entire
political system.

“It is easily the most corro-
sive scandal in terms of the
state of [British] politics that I
can think of in almost the last
100 years,” said Philip Cowley,
a political scientist at the Uni-
versity of Nottingham.

That has thrown political
leaders of all stripes into
scramble mode. On Thursday,
Prime Minister Gordon Brown
and opposition Conservative
Party leader David Cameron
both rolled out tough disciplin-
ary measures.

Mr. Brown said his party
has suspended member of Par-

liament Elliot Morley, a
former environment minister,
over allegations that he
claimed expenses of more
than £16,000 ($24,222) for in-
terest payments on a mort-
gage he had paid off more than
18 months earlier. Said Mr.
Brown: “We have a right to ex-
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DJ Stoxx 600 201.70 +0.49
FTSE 100 4362.58 +0.72
DAX 4738.47 +0.23
CAC 40 3156.29 +0.11

Euro $1.3591 -0.05
Nymex crude $58.62 +1.03

Fiat spurs
Chrysler
to drop
dealers

Berlin’s deep-freeze
Shelving toxic assets for
20 years won’t fix
the banks. Page 12

British Conservative lawmaker Andrew MacKay quit on Thursday over ‘unacceptable’ expense claims.

Turning the page

New magazines push the
boundaries of print design
Weekend Journal, page W8

Leading the News: U.S. recession seen ending by fall, but full recovery will take years
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By Neal E. Boudette

DETROIT—Chrysler LLC
is seeking to drop 789 dealers
from its retail network, about
a quarter of its roster, accord-
ing to documents filed Thurs-
day with the U.S. Bankruptcy
Court in Manhattan.

The company has re-
quested a June 3 court hear-
ing to approve the planned
streamlining, though some
dealers said they would op-
pose being shut down.

The dealer restructuring is
being driven by Italian auto
maker Fiat SpA, which plans
to take an initial 20% stake in
Chrysler when it emerges
from bankruptcy protection.

Chrysler needs to pare its
dealer network so that the
company “can begin imple-
menting efficiencies, market-
ing strategies, production
plans and model changes”
that will make it more profit-
able, the auto maker’s direc-
tor of dealer operations, Peter
M. Grady, said in a statement
filed with the court.

“It is critical that the Do-
mestic Dealer Network be re-
configured quickly to create a
dealer network that improves
the profitability of the best
dealers in the best locations,”
Mr. Grady said.

Chrysler studied the sales,
locations, market shares, fi-
nances and facilities of each
of its dealers to identify the
strongest of its roughly 3,200
outlets, he said.

Please turn to page 27

By Marcus Walker

BERLIN—Europe, deep in
an economic trough, has be-
gun a debate about how to re-
pair its battered govern-
ment finances after the cri-
sis, an unpopular topic that
could dominate the region’s
politics for years to come.

Underscoring concerns
about the depth of the trough,
Spain revealed Thursday that
its economy suffered its worst
contraction in nearly 40 years
in the first quarter, its gross do-
mestic product tumbling 1.8%
from the previous quarter. It
was the first of the four big-
gest economies using the euro
as its currency to report its
first-quarter growth figure.

The European Union’s
top economy official,
Joaquin Almunia, warned in
a speech Thursday that fast-
rising public debts will force
governments to cut back
their spending, including
those on social benefits that
many countries now are ex-
panding to protect voters
from the downturn. The cri-

sis could leave Europe with a
combination of “subdued
growth potential, high unem-
ployment and public fi-
nances under severe strain,”
forcing countries to rethink
their pension systems and
welfare benefits, Mr. Almu-
nia said.

In the latest example of Eu-
rope’s deteriorating public fi-
nances, Germany said on
Thursday it expects a Œ316 bil-

lion ($429 billion) tax short-
fall over the coming four
years because of the reces-
sion. That could undermine
the credibility of some politi-
cians’ calls for tax cuts ahead
of Germany’s election in Sep-
tember and force the next
German government to make
unpopular spending cuts.

Like elsewhere in Europe,
such cuts could affect the
very benefits, such as sup-

port for the jobless, that are
helping many ordinary Euro-
peans to cope with the re-
gion’s worst recession in de-
cades. High social spending
has reduced the pressure on
European governments to
adopt bigger stimulus mea-
sures like the U.S.’s, but pol-
icy makers acknowledge it is
also a long-term burden.

In Spain, meanwhile, the
Please turn to page 27
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The European Central
Bank’s decision to buy Œ60
billion ($81.5 billion) of cov-
ered bonds is a smart move
that is already yielding re-
sults—before it has spent a
single euro. The Œ2 trillion
market is a vital source of
funding for European banks.
But since the crisis started,
spreads have remained stub-
bornly wide reflecting liquid-
ity fears. Thanks to the
ECB’s intervention, spreads
haven’t only tightened, but
issuance is picking up, too,
reducing funding pressures
on many banks.

Banco Santander this
week issued the first Span-
ish covered bond in nearly a
year to strong demand. The
deal was planned before the
ECB decision, but was
helped by increased inves-
tor confidence; the bank
may have saved around 0.3
percentage point on interest
costs as a result. Several
others have followed. Bench-
mark “jumbo” covered-bond
issuance nearly halved last
year; 2009 sales by May 13
had fallen 68% against the
same period of 2008, accord-

ing to Dealogic. But analysts
are now raising their issu-
ance targets for 2009.

In large part, the prob-
lems in the covered-bond
market haven’t been about
credit risk. Unlike asset-
backed securities, investors
have a claim on the issuing
bank as well as an underly-
ing pool of mortgages.
Banks have to maintain the
credit quality of the pool,
which remains on their bal-
ance sheet, giving them an
incentive to originate good-

quality loans as they retain
the credit risk. These fea-
tures allow the bonds to
achieve very high ratings,
often triple-A. And although
some have been down-
graded, there has never
been a default on a covered
bond, even though the mar-
ket traces its roots back to
the 18th century.

But liquidity fears have
dogged the market since
late 2007, when market-mak-
ing in the bonds was briefly
suspended. Jumbo bonds,

which account for half of
the debt outstanding, were
marketed as highly liquid
and included an interbank
market-making agreement
that aimed to assure inves-
tors they would be able to
sell with minimal price dis-
ruptions. The suspension of
dealing shattered confi-
dence.

That has given the ECB a
juicy illiquidity premium to
aim at. Covered bonds are a
better candidate for uncon-
ventional policy than the
Bank of England’s focus on
buying corporate bonds,
which have never been par-
ticularly liquid and where
much of the spread widen-
ing is arguably due to credit
risks. More important, a re-
vival in the covered-bond
market will allow banks to
raise longer-term funding
than that available under
government guarantees,
many of which are limited
to three years. That is an-
other important step in the
credit healing process.
 —Richard Barley

Banks and their CEE ills
Central and Eastern Eu-

rope are turning into Euro-
pean banking’s very own
subprime crisis. Results on
Thursday from two of the
biggest lenders to the region
confirmed the crisis is get-
ting worse.

KBC, the Belgian bank
that has just been rescued
for a third time after disclos-
ing further losses on struc-
tured products, reported
that the loan-loss rate on its
Œ41 billion ($56 billion) CEE
loan book more than dou-
bled to 1.7% in the first quar-
ter from 0.7% in 2008.

Austria’s Raffeisen Inter-
national, a big lender in the
region, painted a similar pic-
ture. Its loan-loss rate rose
to 4.8% in the first quarter,
reflecting worsening eco-
nomic conditions in Ukraine,
Russia, Hungary and Serbia.

Therein lies the problem
facing KBC, Raffeissen and
other banks like UniCredit,
Société Générale and Swed-
bank, which own around
half of CEE banking assets.
The slowdown these econo-
mies face this year, with a
5% decline in aggregate
gross domestic product

likely, makes it hard to esti-
mate where loan-loss rates
will peak.

That makes it equally
hard to forecast the capacity
of banks to absorb the losses
with profits. A study by the
Hungarian central bank reck-
ons its banks would require
a Œ1 billion capital injection
if the economy shrank 10%
in 2009, though current fore-
casts are for a 6% drop.

The good news is that
while the CEE region has
been dependent on Western
banks to finance large cur-
rent-account deficits, the re-
cession is narrowing those
deficits fast as domestic de-
mand slumps. Plus external
finance from the Interna-
tional Monetary Fund, the
European Union and the Eu-
ropean Bank for Reconstruc-
tion and Development is
now plentiful. That also has
stabilized currencies.

But even if disaster has
been averted in the CEE re-
gion, the prospect of a steep
increase in bad debts will at
best prove a major drag on
bank earnings for some time
to come.
 —Matthew Curtin

ECB takes cover with bonds

Gambler looks for a fix
Russian bettor offers
tennis players money
to throw a match

Gambler Dmitry Avilov at a bookmakers bureau in Russia.

Under cover
European jumbo-covered
bond issuance, in billions

European covered bond spreads
over government benchmarks

Sources: Dealogic; Markit iBoxx
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By Hannah Karp

Four months ago in a hotel room
overlooking the landscaped gardens
of the luxurious Dusit Thani hotel in
Pattaya City, Thailand, Dmitry
Avilov sat deep in thought for sev-
eral hours, he recalls, nervously com-
posing a message in Russian to Ekat-
erina Bychkova, a tennis player now
ranked No. 169 on the WTA Tour.

Mr. Avilov, 25, who says he makes
a modestliving bettingalmost exclu-
sively on women’s tennis, had de-
cided,for thefirst time,hesays,to ap-
proach a player about fixing a match.

While Ms. Bychkova refused the
overture and no money ever
changed hands, Mr. Avilov’s story
highlights a growing concern among
some coaches, officials and corrup-
tion experts: that lower-ranked ten-
nis players are easy targets, espe-
ciallywith the riseof social-network-
ing sites that make it simpler for
strangers to contact them.

In the U.S., tennis bets can only le-
gally be made in person at Nevada
sports books. While online betting is
legal in many countries outside the
U.S., including Russia, match fixing
is prohibited almost everywhere. In
Russia, however, the penalties are
relatively light. Individual violators
are subject to arrest and to a fine of
up to 200,000 rubles (about $6,200).

“I feel like I can just do whatever I
want,” says Mr. Avilov, a father of
two who lives in a one-bedroom flat
in western Russia. “Professionalten-
nis doesn’t want to deal with fixes,
period.”

Larry Scott, chief executive of the

Sony Ericsson WTA Tour, the chief
women’s international professional
tennis circuit, strongly disagrees
with Mr. Avilov’s statement. He said
there is“noindication” thatacorrup-
tion issue exists in women's tennis,
but that the tour is monitoring the
situation and has a zero tolerance
policy for violators. Mr. Scott says
the WTA Tour has improved its
player education program, prohibits
betting at its tournament venues
and closely examines matches that
players take part in over and above
those necessary for achieving rank-
ing points.

In 2007, Italy’s Alessio Di Mauro
became the first professional tennis
player to be sanctioned for gam-
bling. He was barred from the ATP
World Tour for nine months for bet-
ting on other players’ matches. Also
in 2008, Nikolay Davydenko, cur-
rently ranked No. 11, was cleared af-
ter a year-long investigation into a
match in Poland on which 11 people
wagered a total of at least $7 million
that he would lose. Mr. Di Mauro ad-
mitted betting on other people’s
matches. Mr. Davydenko has denied
any wrongdoing.

In 2008, the sport’s four govern-
ing bodies took steps to address con-
cerns raised by these incidents. The
WTA Tour, the men’s ATP World
Tour, the International Tennis Feder-
ation and the Grand Slam Commit-
tee commissioned a report on the is-
sue of gambling that resulted in a
jointly funded “Tennis Integrity
Unit” and an anti-corruption code
that requires players to report over-
tures by gamblers.

For the 2008 report, Jeff Rees, a
former London police detective with
experience in sports corruption, was
given access to the betting records
forseveraldozen matcheswhereoffi-
cials from Betfair, a London-based
online betting exchange that cooper-

ates with sports officials, had seen
unusual or suspicious activity. Mr.
Rees, who now heads the Tennis In-
tegrity Unit, said he found strong in-
dications of corruption in 27 cases—
mostly ones where bettors had re-
peatedly made successful bets
against highly favored players.

Tennis accounts for less than 2%
of the total amount wagered on
sports in Nevada casinos each year,
according to Las Vegas Sports Con-
sultants, but is one of the most popu-
larbetting sports internationally.Ex-
perts say the game’s individual na-
ture makes it easy for a player, acting
alone, to manipulate the outcome.

Many WTA Tour players are teen-
agers who don’t earn enough to pay
for proper training or a professional
coach. Nick Bollettieri, the founder of
a Florida tennis academy and a coach
to many top players over the years,
saysnone ofthe clientshe’smentored
have told him they’d been asked to fix
a match. But he says he suspects such
offers are made more often to lower-
ranked players who are “having a
tough time making it financially.”

Mr. Avilov, a math whiz and
former economics student with a
penchant for fantasy computer
games, says he came of age when
former Russian Federation presi-
dent Boris Yeltsin promoted the
sport and many of his peers took up
the game in the wake of Anna Kourni-
kova’s success. He created a program
that predicted tennis results based
on a player’s style, current form and
record on each surface. After a brief
stint freelancing for Betfair’s Rus-
sian marketing department and a
failed attempt to create his own bet-
ting exchange, Mr. Avilov says he fo-
cused on posting his tennis picks on-
line. In 2006 he says he hooked his
first investor, who, as a test, offered
to pay him $15,000 if he could turn
$50,000 into $100,000. Mr. Avilov

says he did so in five months.
Two bettors said they have paid

Mr. Avilov to place tennis bets for
them and have been pleased with the
returns, although they didn’t offer
specifics or any proof of payment.
Lastmonth,one investor—anAmeri-
can from Houston—flew in to meet
Mr. Avilov at the Family Circle Cup in
Charleston, S.C. The investor said
he’d come to pay for Mr. Avilov’s ho-
tel room and handed him $3,000 in
cash. Mr. Avilov placed online bets
for the investor before heading to
the tournament each morning.
While placing online bets is illegal
under U.S. law, the authorities rarely
prosecute individual bettors.

Mr. Avilov says he stopped bet-
ting on men’s tennis in 2007 when he
realized he might have a bigger edge
over bookmakers on the women’s
side.When he started attendingnon-
televised tournaments, he found it
hard to tell much from watching the
men. At a tournament he attended in
Prague, he says, even “weak” players
like Peter Wessels, then ranked No.
530 looked good to him. He says he
found it easier to size up the weak-
nesses of WTA Tour players, espe-
cially those ranked between Nos. 20
and 100. “In the ATP almost every-
one can serve, move and return. But

there are lots of girls who can’t
serve, or can’t move—and I always
like to bet on good players against
bad ones.”

Mr. Avilov says he first began to
consider fixing a match during a
tournament in Budapest last year.
While staying at the players’ hotel,
he recognized Anna Lapushchenk-
ova, a low-ranked Russian player,
eating breakfast with another
player. While he’d never contacted
or spoken to Ms. Lapushchenkova—
and hasn’t since—he says he tried to
work up the nerve to ask her if she
would take money to throw a match.
“I would have shared the money
with her,” he says. He didn’t ap-
proach her and never made the of-
fer. Ms. Lapushchenkova did not re-
turn calls seeking comment.

This winter, Mr. Avilov discov-
ered Ms. Bychkova, another Russian
player coached by her mother, kept
a diary on Livejournal.com. He
thought she might be interested in
making some extra money—in one
blog entry she waxed poetic about a
Louis Vuitton purse. In February, af-
ter registering for the site, he sent
her a match-fixing proposal through
a private message. Both Mr. Avilov
and Ms. Bychkova say Ms. Bychkova
declined the proposal.

A
le

xa
nd

er
Ze

m
lia

ni
ch

en
ko

Jr
.f

or
Th

e
W

al
lS

tr
ee

t
Jo

ur
na

l

28 FRIDAY - SUNDAY, MAY 15 - 17, 2009 T H E WA L L ST R E ET JO U R NA L .



Anderson, Scott .............. 2
Badré, Bertrand ............ 19
Barbet, Dominique ....... 27
Behrman, Andy ............ 14
Benson, John ................. 17
Branson, Richard ............ 7
Bronfman, Edgar Jr. ....... 4
Buerkl, Rolf .................... 5
Caraeff, Rio .................... 4
Carrig, John ................... 27
Castro-Wright, Eduardo .. 7
Chaney, Eric ................... 27
Clark, Duncan ............... 20
Crandall, Lou .................. 2
Dalman, Mehmet .......... 21
Deripaska, Oleg ............... 7
Desai, Kalpana ............. 21
Ferrero, Dominique ....... 19
Fischbach, Gerhard .......... 5
Flannery, Mark .............. 27
Fong, Alex ...................... 23
Fontenla-Novoa, Manny 7
Forster, Carl-Peter .......... 5

Fox, William ............ 17,18
Gallogly, Jim ................. 27
Geduldig, Sam ............... 17
Goodwin, Fred ............... 21
Hennessy, Neil ............. 18
Hughes, Martin ............. 21
Kasriel, Paul ................... 2
Kirsch, David ................ 20
Kloet, Thomas ............... 17
Koch, Karl-Heinz ............. 7
Livingston, Ian ............... 4
Macey, Jonathan .......... 17
Mansell, Kevin ................ 7
Marchionne, Sergio ........ 5
Marks, William ........ 17,18
Marsal, Bryan ........... 17,18
May, Ben .......................... 2
McAlinden, Bernard ..... 18
McCooey, Robert ........... 20
Mignon, Laurent ........... 19
Moriani, Jean-Marc ...... 19
Morris, Doug .................. 4
Mulligan, Mark ................ 4

Mulva, James J. ............ 27
Myners, Paul ................. 21
Nagayasu, Katsunori ..... 23
Noyes, Keith ................. 22
Oneda, Nobuyuki ............ 6
Passera, Corrado ........... 19
Pauget, Georges ........... 19
Perol, François .............. 19
Philippon, Thomas ........ 17
Platt, Norbert ................. 7
Pollack, Gary ................ 18
Reshef, Ariell ............... 17
Shirakawa, Masaaki ...... 23
Stoll, Joachim ................ 5
Stringer, Howard ............ 6
Swonk, Diane .................. 2
Tuchtfeld, Eckart .......... 27
Volynets, Artem ............. 7
Walker, David ................ 21
Williams, Mark ............... 5
Wyman, Malcolm ........... 6
Yergin, Daniel ................ 20
zu Guttenberg,

Karl-Theodor ................ 5

Aegon NV .................... 18
Agricultural Bank of

China ......................... 23
Ahold NV ....................... 7
Alvarez & Marsal .... 17,18
American International

Assurance ................. 20
American International

Group .................. 18,20
AMR .............................. 7
Anheuser-Busch InBev .. 6

Assicurazioni Generali .19
Bank of America ......... 21
Bank of China .............. 23
Barclays ....................... 18
Beam Global Spirits &

Wine ............................ 6
Beverage Alcohol

Resource .................... 6
BHP Billiton ................. 22
BMW .............................. 5
Bristol-Myers Squibb .14

British Airways ............ 7
British Sky Broadcasting

Group .......................... 5
Brown-Forman .............. 6
Bruno Banani ................ 5
BT Group ....................... 4
CA ................................. 18
Chevron ........................ 27
China Mobile ................ 22
China National

Petroleum ................ 23
Chrysler ...................... 1,2
Cie. Financière

Richemont .................. 7
CME Group .................. 18
ConocoPhillips .............. 27
Crédit Agricole ............. 19
Daimler ......................... 5
Deutsche Bank ............. 18
Diageo ............................ 6
DigitalGlobe ................ 18
Exxon Mobil ................ 27
Fairfax Media ............... 22
Fiat .............................. 1,5
Ford Motor .................... 5
General Electric ............ 4
General Motors .............. 5
Google ............................ 4

Heineken ........................ 7
HSBC Holdings ............ 22
Intesa Sanpaolo ........... 19
KBC ............................... 28
KBC Groep .............. 18,19
Koffer24 ......................... 5
Kohl’s ......................... 7,18
Kulczyk Holding ............ 6
Lear ............................. 18
Lehman Brothers

Holdings .............. 17,18
Magna International ... 5
Metro ............................ 5
MGM Mirage ............... 18
Mitsubishi UFJ Financial

Group ....................... 23
Mizuho Financial Group

.................................. 23
Morgan Stanley .......... 17
Nasdaq OMX Group ..... 20
Natixis ..................... 18,19
News Corp. ................ 4,5
Nikon ......................... 2,22
Norilsk Nickel ................ 7
Novartis ........................ 7
Parmalat ....................... 7
Pernod Ricard ................ 6
PetroChina ................... 23
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.................................. 28
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Rio Tinto ..................... 22
Rusal .............................. 7
RWE ............................... 7
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Société Générale ......... 28
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TMX Group ................... 17
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Management ........... 21
Toyota Motor ............ 5,22
UCB .............................. 18
UniCredit ...................... 28
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Vivendi .......................... 4
Volkswagen .................... 5
Wal-Mart Stores ...... 7,18
Warner Music Group .... 4
Zagat Survey ................. 6

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

By Jonathan House

MADRID—Spain’s economic out-
put fell at its fastest rate on record
in the first quarter after the col-
lapse of the country’s decadelong
construction boom, data showed
Thursday. According to prelimi-
nary data from Spain’s National Sta-
tistics Institute, or INE, Spanish
gross domestic product fell by 1.8%
in the first quarter from the fourth
quarter, while it dropped by 2.9%
from last year’s first quarter. The
declines were the biggest in INE
records, which date back to 1970.

The INE’s preliminary first-
quarter GDP reading matches an es-
timate the Bank of Spain made
April 29.

The contraction in GDP is a “re-
sult of a fall in domestic demand,
partially compensated for by a posi-
tive contribution from net ex-
ports,” the INE said. The European
Union statistics agency Eurostat
will release euro-zone first-quar-
ter GDP data Friday, while the INE
will give more details on first-quar-
ter GDP on Wednesday.

Spain’s formerly highflying
economy is suffering one of the
euro zone’s most dramatic down-
turns after a correction in the coun-
try’s once-buoyant housing market
was exacerbated by the global fi-
nancial crisis. After three consecu-
tive quarterly declines, many ana-
lysts forecast an inflection point in
the second quarter.

“There have been some indica-
tors that point to less-steep rates
of decline,” said Maria Jesus
Fernandez, an economist at think
tank Funcas. The Economic Senti-
ment Indicator for Spain published
by the European Commission, for
example, rose 4.1 points in April
from March, she said.

The Spanish government has
rushed out one of the euro zone’s
most aggressive stimulus pack-
ages, equal to around 2% of GDP
last year and 2.3% of GDP this year,
in an attempt to cushion the eco-
nomic downturn. However, econo-
mists say Spain so far has shied
away from more difficult reforms
that they say are necessary to jump-
start the economy.

With unemployment set to
reach nearly 20% this year, and
with consumption and investment
depressed by one of the euro zone’s
highest private-sector debt loads,
economists say Spain needs to give
its export industry a boost by shak-
ing up its rigid labor and product
markets.

“The upshot is that while the
Spanish economy will probably con-
tract by around 5% this year, in line
with our forecast for the euro zone
as a whole, we expect it to be one of
the weakest performers in the re-
gion next year,” said Ben May, Euro-
pean economist at Capital Econom-
ics. “We think GDP could fall by an-
other 2% or so in 2010,” he said.

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

Sports

Slow recovery is forecast
Economists in survey
predict the recession
will end in August
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Spanish economic output
dropped 1.8% in quarter

By Phil Izzo

Economists in the latest Wall
Street Journal survey see an end to
the recession by autumn, but say it
will take years for the economy to
fully recover.

On average, the 52 economists
who participated in the survey
project that the recession will end in
August. They expect gross domestic
product to contract 1.4% at a season-
ally adjusted annualized pace in the
current quarter, compared with the
6.1% drop recorded in the first quar-
ter. Slow growth is expected to re-
turn by the third quarter, with the
economy expanding more than 2% in
the first half of 2010.

The survey was conducted be-
fore the Commerce Department’s re-
port this week that retail sales fell
0.4% in April from the previous
month, which left some economists
questioning whether consumer
spending is ready to rebound. Initial
unemployment claims released
Thursday brought more gloomy
news: Seasonally adjusted claims in
the week ended May 9 increased
32,000 to 637,000 from a revised
605,000 in the preceding week.
Most of the losses can be chalked up
to Chrysler LLC’s 27,000 layoffs fol-
lowing its April 30 bankruptcy fil-
ing.

Separately, the April producer
price index, which gauges prices at
the wholesale level, rose 0.3%,

driven by growth in food prices. The
core price index, which excludes
food and energy, was up 0.1%.

Even before the new data were re-
leased, economists were expecting a
major pullback in consumption.
Nearly three-quarters of survey re-
spondents said the recent increase
in the U.S. saving rate is the begin-
ning of a major behavioral shift.

“Savings rates will remain above
pre-bubble levels,” said Scott Ander-
son of Wells Fargo & Co.

A consumer retrenchment is one
factor that is likely to make any re-
covery a long slog. The economists
on average expect the unemploy-
ment rate to climb to 9.7% by the end
of the year, with two million more
jobs lost over the next 12 months,
even as growth returns to the econ-
omy.

The depth of the downturn
means it will take years to eat up the
slack created by the recession.
Nearly half of the economists said it
will take three to four years to close

the output gap, while more than a
quarter say it will take five to six
years.

“We’re going through a transi-
tion in the economy back to a more
normal share of consumer spending
relative to GDP,” said Paul Kasriel of
The Northern Trust Corp. “This is a
very deep and defining recession
that is going to lead to a trans-
formed U.S. economy, and these
transformations don’t take place
overnight.”

The survey respondents were
more positive about the financial
sector. A third of the economists
said the recently completed bank
stress tests were a well-done and
very constructive process, while
half said they were helpful even if
they understated risks. Last week,
the Federal Reserve and Treasury
Department released the results of
tests to gauge how well banks’ bal-
ance sheets would withstand the re-
cession. The tests found that even
though some banks may need more
capital, all the top institutions were
solvent. Meanwhile, more than
three-quarters said President
Barack Obama’s administration
won’t have to go back to Congress
for more money to aid banks.

“The best things about the stress
tests was the timing of the release,”
said Lou Crandall of Wrightson
ICAP. “The tests kept everything in
limbo for a while, getting past the
hurdle of recapitalization just as the
data started to suggest the ap-
proach of a floor. That makes this a
good time for the banking system to
start the next phase of cleaning up
the balance sheet.

Half the respondents said that fis-
cal and monetary stimulus has pro-
vided the basis for a sustainable re-
covery. Twenty-seven percent said
it has boosted the economy, but they
had doubts about sustainability.
“The Fed has the big guns and has ef-
fectively averted a depression or a
much more severe recession,” said
Diane Swonk of Mesirow Financial.

The role of the Fed in stabilizing
the market has boosted the outlook
for Chairman Ben Bernanke. On aver-
age, the economists say there is a
72% chance that Mr. Obama will re-
appoint the Fed chairman in 2010.
“If there’s a hero to this piece, it’s
Ben Bernanke,” Mr. Kasriel said.

INDEX TO PEOPLE

CORRECTIONS & AMPLIFICATIONS

INDEX TO BUSINESSES

Climbing out
How long will it take to close the 
output gap caused by the recession?

9-10 years 1-2 years
14%

7-8 years 

5-6 
years
28%

3-4 
years
48%

2%

8%

Source: The Wall Street Journal survey 
of economists

LEADING THE NEWS

Output sinks
Spain's economic output fell at its 
fastest rate on record in the first 
quarter, year-to-year change
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Shinsei Bank Ltd. posted a 110.9
billion yen ($1.16 billion) net loss for
the January-March period. An Inter-
national Investor article Thursday
incorrectly said the bank didn’t re-
lease a result for its fiscal fourth
quarter.

Nikon Corp.’s fiscal full-year net

profit fell 63%, as the yen’s strength
and flagging demand for devices
needed to make chips and liquid-crys-
tal-display panels offset solid digital-
camera sales. A Global Business Brief
Thursday incorrectly attributed the
decline to flagging demand for de-
vices that use semiconductor chips
and liquid-crystal-display panels.
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Chrysler to drop about 25% of its dealers

first quarter’s GDP drop marked
the third consecutive quarter of
negative growth. On a yearly basis,
GDP fell 2.9%, the steepest drop
since official records began in
1970. Spain’s economy has gone
into free fall after a decadelong,
credit-fueled building bubble im-
ploded last year. The country’s un-
employment rate has more than
doubled in a year to 17.4%, by far
the highest in the 27-nation Euro-
pean Union.

The 16-nation euro area is due
to report an official GDP estimate
on Friday. The area’s economy is
widely expected to have con-
tracted by 2% in the first three
months of the year. The Interna-
tional Monetary Fund expects the
euro area to contract 4.2% over all
of 2009.

The financial and economic cri-
sis is leading to ballooning budget
deficits across Europe. A combina-
tion of costly banking bailouts, eco-
nomic-stimulus measures, and the
automatic effect of rising social
benefits and falling tax revenues in
a recession are set to push up pub-
lic debt massively in all major Euro-
pean countries. Reversing the
trend and complying with EU rules
that limit debt and deficits will re-
quire politicians to raise taxes, an-

gering businesses and employees
who already complain of suffocat-
ingly high tax burdens, or to cut
spending, challenging powerful in-
terest groups, including retirees
and public-sector workers.

“This is a long-term question
that will be a permanent issue at
each election in Europe,”
said Eric Chaney, chief
economist at French in-
surer AXA. “Whether to
pursue fiscal rigor, and
how to do it, is probably
going to be the main dif-
ference between political
parties in Europe.” The
IMF warned on Tuesday
that European countries
need to make a “clear and
credible commitment to
long-run fiscal disci-
pline,” or else risk-averse
financial markets would punish
them by demanding higher inter-
est rates, making it harder for coun-
tries to borrow and to escape the re-
cession.

Rising taxes or spending cuts
could slow Europe’s economic
growth for years, making the re-
gion less attractive for investors
and adding to some countries’ de-
clining competitiveness. Europe al-
ready is suffering from deeper
drops in investment by foreign
companies than are other parts of

the world economy.
Foreign direct investment in

the EU by companies from outside
the bloc fell 57% to Œ173 billion in
2008 from a year earlier, while FDI
flows within the EU fell 42%, ac-
cording to EU figures released
Thursday. Those declines were

heavier than the fall in glo-
bal FDI, which declined 21%
to $1.4 trillion in 2008, ac-
cording to U.N. figures.

In some countries, the
need to cut public deficits
is boosting the political
right, which is more critical
than the European left of
high government spending,
including that on benefits.
But the deficits also are
puncturing conservatives’
hopes of cutting taxes,
while some left-leaning pol-

iticians are also championing bud-
get discipline. In the U.K., Conser-
vative opposition leader David
Cameron said last month that his
country faces an “age of austerity.”
Mr. Cameron, the clear favorite to
win British elections due by next
year, blamed the Labour govern-
ment of Prime Minister Gordon
Brown for allowing U.K. public
debt to soar and warned that the
next government will have to hold
down public-sector pay and curb
benefits and tax credits.

The U.K. has lower levels of pub-
lic debt than most other major Eu-
ropean economies, thanks to ear-
lier spending restraint and over-
hauls of the public sector. But the
British government expects public
debt, which stood at only 38% of
GDP in 2007, to peak at nearly 80%
of GDP by 2014, which could lead to
more painful overhauls. French
President Nicolas Sarkozy was try-
ing to rein in his country’s public
sector, which accounts for about
half the French economy, even be-
fore the crisis, including by replac-
ing only half of those who retire
from public administration.

His efforts at overhaul are con-
tinuing despite the recession, but
they probably won’t be enough to
reach his goal of a balanced bud-
get, said Dominique Barbet, econo-
mist at BNP Paribas in Paris. “We
probably need more reforms, but
at the same time the resistance is
growing.”

Public pressure including street
demonstrations has forced Mr.
Sarkozy to spend extra money on
job-creating schemes, including
for young people. Meanwhile, the
government has stopped pushing
to raise the retirement age, a cost-
saving measure that French em-
ployers have called for, but which
is proving hard to sell to voters at a

time of high unemployment.
In Germany, Chancellor Angela

Merkel’s conservative Christian
Democrats are in disarray over
whether to campaign for tax cuts in
this fall’s elections. Ms. Merkel has
said she will cut taxes, but not
right away—a compromise that
hasn’t satisfied either tax-cutters
or budget-balancers in her party.

Meanwhile, the left-leaning So-
cial Democrats are presenting
themselves as Germany’s fiscal re-
alists. Finance Minister Peer Stein-
brück, a Social Democrat, on Thurs-
day dismissed conservatives’ talk
of tax cuts as meaningless “sound
and fury” in view of Germany’s
dwindling tax revenues.

However, ahead of elections
few German politicians have dared
to advocate long-term spending
cuts. The bipartisan governing coa-
lition promised last month that
pensions would never be cut, a
promise that economists say Ger-
many may have to break in the long
term as its working-age population
shrinks.

“After the election, the new gov-
ernment will have to think about
cutting all sorts of entitlements,”
said Eckart Tuchtfeld, an econo-
mist at Commerzbank in Frank-
furt.
 —Thomas Catan in Madrid

contributed to this article.
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Rising public debt keeps European unemployment high

pect the highest standards of every-
body in public life and where these
standards are transgressed and
where mistakes are made ... we have
got to take action.”

Earlier Thursday, Andrew
MacKay, a Conservative member of
Parliament, resigned as aide to Mr.
Cameron over what the party said
was an “unacceptable” expenses
claim. Mr. MacKay was caught up in
an embarrassing situation involving
rules that allow parliamentarians
from outside central London to
claim living expenses on a second
residence, either in the British capi-
tal or their constituency. Mr.
Mackay claimed a full “second-
home allowance” on his London ad-
dress—while his wife, fellow Conser-
vative MP Julie Kirkbride, claimed
the full allowance for another home.

“Examination of Mr. MacKay’s

past allowances revealed an unac-
ceptable situation that would not
stand up to reasonable public scru-
tiny,” a spokesman for Mr. Cameron
said.

The two didn’t deny that they
had claimed the expenses, but of-
fered explanations for their actions
that touched on faults in the govern-
ment’s system for reimbursing poli-
ticians for the living expenses they
incur in the course of their public
service.

Mr. Morley had said the claim
was a mistake of “sloppy accounting
in a very loose and shambolic allow-
ance system.” Mr. MacKay said the
arrangement had been agreed to by
a parliamentary official, but said the
claims were an “error in judgment.”

The moves by Messrs. Cameron
and Brown come in advance of June
4 European elections and local au-
thority elections. While the expense

claims have hit both parties, Mr.
Cameron has at times outmaneu-
vered the prime minister by coming
out first with statements criticizing
members of his own party for their
claims, then laying out re-
forms to tackle the abuses
and threatening party mem-
bers with suspension.

The news overwhelmed
the parties’ launching of
their campaigns for next
month’s elections, under-
scoring that no mainstream
party is likely to do well
from the scandal. Parties
without members of Parlia-
ment, such as the environ-
mentally focused Green
Party and the anti-immigration Brit-
ish National Party, are predicted by
some to get more support in June’s
elections.

On Monday, the British National
Party launched its campaign for the

election with a press conference
stunt: Three people portraying pig-
like politicians rolled in a bundle of
money, and were chased away by an-
gry blue-collar workers.

Also under pressure in
the furor, some members
of Parliament say, is the La-
bour Party’s Michael Mar-
tin, who as speaker of the
House of Commons is
chairman of the body that
administers the British
Parliament and has respon-
sibility for politicians’ ex-
penses.

Mr. Martin, who as
speaker also acts as a mod-
erator in House of Com-

mon’s debates, had been at the fore-
front of politicians’ attempts to stop
the release of expense details and in
a house debate on Tuesday angrily
slapped down criticisms of his han-
dling of the case.

According to several members of
Parliament, there is a move to drum
up interest for a vote of no confi-
dence in Mr. Martin.

Mr. Martin could not be reached
to comment.

In another blow to the reputa-
tion of Parliament and the Labour
Party, a committee at the House of
Lords, the U.K.’s second house, rec-
ommended that two Labour peers
be suspended for up to six months af-
ter an inquiry found them guilty of
misconduct.

Lord Peter Truscott and Lord
Thomas Taylor were caught in a
sting by journalists at the Sunday
Times newspaper who posed as com-
pany lobbyists. The two lords are ac-
cused of offering to change legisla-
tion in return for cash. The two have
denied any wrongdoing. The Sunday
Times is owned by News Corp., pub-
lisher of The Wall Street Journal.

Continued from first page
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By Russell Gold

ConocoPhillips said the head of
its oil exploration and production
unit, its most profitable division, is
leaving, adding to executive turnover
at the Houston energy company.

ConocoPhillips said Jim Gallogly
would leave to become Chief Execu-
tive of LyondellBasell Industries, a
chemical company that has units in
bankruptcy court. Mr. Gallogly’s ap-
pointment must be approved by U.S.
bankruptcy court officials.

ConocoPhillips appointed Ryan
M. Lance and Kevin O. Meyers to
run the co-called upstream division
and succeed Mr. Gallogly. They are
the fourth and fifth executives to
head up the unit in the past two
years. The previous three execu-
tives to lead upstream, which gener-

ated 83% of the company’s operat-
ing income in the first quarter, have
all left the company.

Even before this latest announce-
ment, some investors worried that
ConocoPhillips’s management had
been weakened by frequent shuffling
in the past three years. Chairman and
Chief Executive James J. Mulva was
the only member of senior manage-
ment at a March analyst meeting who
could boast he remained in the same
position the year before. “That is un-
precedented,” Mark Flannery, energy
analyst at Credit Suisse, said in a re-
cent interview. “There are legitimate
concerns regarding the experience of
the senior bench.”

Questions about the depth of man-
agement experience are heightened
because Mr. Mulva is expected to re-
tire in two years.

Joaquin
Almunia

Gordon Brown

Another ConocoPhillips executive
is leaving the energy company

Mr. Grady noted that Chrysler has
many more dealers than competitors
like Japan’s Toyota Motor Corp. and
Honda Motor Co. As a result, Chrysler
dealers sell fewer vehicles on average
andhaveahardertimemakingmoney.
In 2008, Chrysler sold 303 vehicles
per store. Toyota sold 1,292 and
Honda 1,030, Mr. Grady said.

Chrysler’s dealers began receiv-
ing letters Thursday notifying them
about the fate of their dealerships.
According to one dealer who re-
ceived a letter, the auto maker in-
tends to wind down those dealer-
ships over 30 to 60 days.

Some Chrysler dealers questioned
themethodologyusedbythecompany
and Fiat in their deliberations, and
have vowed to battle the planned cuts.

“Chrysler’s analysis is wrong,”
said attorney Scott Silverman of Mc-
Carter & English in Boston, who is

representing about a dozen
Chrysler dealers, some of whom are
on the closure list. “They estab-
lished a blueprint for the network a
long time ago. This is a function of
Chrysler changing its mind. This
analysis wasn’t performed in any-
thing but a tight, constrained time
frame that often leads to mistakes.
They’ve gotten it wrong in the past,
so there’s no reason to think now
they’re getting it right.

“Some clients think they probably
won’t object, and we’ve spoken to
some other clients that feel like they
were blindsided,” Mr. Silverman
added. “Many don’t have much hope.
The people who are going to fight
havea high hurdle to overcome.You’ll
need to be the exception to the rule.”

Leo Jerome, owner of Story
Chrysler Jeep in Lansing, Mich.,
which is targeted for closure, said he
has about $2 million in inventory

and Chrysler informed him that the
company won’t repurchase any of
the cars or parts.

The auto maker said all of its
dealer contracts allow the company
to terminate its relationship for any
reason with 30 days’ written notice.

Meanwhile, Fiat plans to con-
tinue the health plans for Chrysler’s
retired salaried workers, who
feared the plans would be termi-
nated, Chrysler lawyer Pedro Jime-
nez said at a bankruptcy-court hear-
ing. Some retirees will see higher
premiums, Mr. Jimenez said.

General Motors Corp., attempt-
ing to avoid bankruptcy protection,
is also planning to cut dealers.
About 1,000 GM dealers will receive
letters Friday notifying them of
their status. GM is planning to cut
about 2,600 of its 6,246 dealerships.

 —Jeff Bennett and Alex P. Kellogg
contributed to this article.
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New U.S. plan for Taliban: shoot first, talk later
Obama is aiming
to set new baseline
for Afghan outreach

LEADING THE NEWS

By Yochi J. Dreazen

WASHINGTON—The Obama ad-
ministration’s new Afghanistan
commanders are likely to order
fresh military strikes against the Tal-
iban as part of a broad push to en-
courage more militants to join U.S.
and Afghan reconciliation efforts,
senior defense officials said.

The shift comes amid a growing
U.S. realization that outreach to the
Taliban—a core part of the Ameri-
can strategy for pacifying Afghani-
stan—won’t succeed until the
armed group feels its power is wan-
ing, the officials said.

“We need to change the calculus
of the average Taliban fighter,” a se-
nior American commander in Af-
ghanistan said via email. “They
won’t want to talk if they feel like
they’re winning. Right now they
think they have the upper hand.”

Defense Secretary Robert Gates,

Gen. David Petraeus and other senior
military commanders in Kabul and
Washington say the Afghan Taliban
believe they are gathering strength,
meaning most militants see little rea-
son to bargain with the U.S. or Af-
ghan governments. “There’s always
a test of wills in any kind of insur-
gency,” Gen. Petraeus said in an inter-
view. “When the Taliban have firm
control of an area, Afghans will stick
with them for their own survival.”

The military’s pessimism about
the outreach comes amid a whole-
sale restructuring of the American-
led military effort in Afghanistan.

On Monday, Mr. Gates fired the
top American commander in Kabul,
Gen. David McKiernan, and replaced
him with Lt. Gen. Stanley McChrys-
tal, a veteran of the shadowy world
of special operations. The Pentagon
is also sending Lt. Gen. David Rod-
riguez to Afghanistan to oversee
day-to-day military operations, du-
plicating the command structure
long used in Iraq.

Several officers who talk regularly
with Gens. McChrystal and Rodriguez
said they expect them to step up the
military campaign against the Tali-
ban in coming months as the last of

the 21,000 American reinforcements
arrives in Afghanistan. Both com-
manders have extensive experience
in irregular warfare, which puts a pre-
mium on understanding local power
structures and spotting divisions
within armed groups like the Taliban.

Gen. McChrystal ran the mili-
tary’s special operations forces in
Iraq, which put him in regular con-
tact with the commandoes and intel-
ligence operatives forging relation-
ships with Sunni tribesmen and
other moderate fighters. Gen. Rod-
riguez ran a widely praised counter-
insurgency campaign in eastern Af-
ghanistan and is known to have
worked closely with local tribal and
religious leaders there.

Afghanistan is one of President
Barack Obama’s top foreign-policy
priorities, and the White House has
moved aggressively to take owner-
ship of the war. In addition to the
leadership changes, the administra-
tion has signed off on a plan to effec-
tively double the size of the U.S. mili-
tary presence by the end of the year.
Troop levels are currently at 38,000,
a record high, and are set to hit
about 68,000 by late 2009.

The White House moves carry

clear political risks because U.S.,
NATO and Afghan casualties con-
tinue to rise. On Wednesday, a sui-
cide bomber drove up to the gates of
an American base in eastern Afghan-
istan and detonated a large bomb,
killing at least seven Afghans and
wounding nearly two dozen others.

U.S. commanders in Afghanistan
had long hoped that reaching out to
the Taliban would help reduce Af-
ghanistan’s bloodshed. In Iraq, U.S.
commanders worked to enlist Sunni
tribes in the fight against al Qaeda in
Iraq and other extremists—a push
that helped to reduce Iraq’s violence.

Late last year, Gen. Petraeus and
other senior officials began to dis-
cuss making a similar push in Af-
ghanistan. The Obama administra-
tion’s new strategy for Afghanistan
and Pakistan, released in April, em-
braced the idea of backing Afghan
government-led outreach efforts to
moderate Taliban figures.

Gen. Petraeus estimated in the in-
terview that 50% to 60% of the Tali-
ban fight for money or other nonideo-
logical motivations, making them po-
tentially amenable to reconciling
with the Afghan government in ex-
change for jobs or other inducements.

But even so, U.S. officials ac-
knowledge that few Taliban fighters
have shown any interest in laying
down their weapons. The paltry re-
sults of the outreach efforts under-
score the military’s continuing strug-
gle to adopt tactics honed in Iraq to
the vastly different Afghan conflict.

At the same time, U.S. command-
ers have been alarmed by the col-
lapse of a similar outreach effort in
Pakistan. Earlier this year, Islama-
bad agreed to a peace treaty with the
Taliban that left the armed group in
charge of the restive Swat Valley.
The Taliban quickly began trying to
take control of adjacent provinces,
leading Pakistan’s fragile civilian
government to launch a continuing
offensive to beat back the militants
and reclaim the lost territory.

Gen. Petraeus said he “had never
held out enormous hope for reconcil-
iation at very high levels” of the Tali-
ban. Instead, the commander said
he envisioned local efforts in towns,
valleys and districts aimed at gradu-
ally persuading low-ranking fight-
ers to stop fighting.

Such a piecemeal approach could
take a long time to yield significant
results, Gen. Petraeus said.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.30 $24.98 –0.26 –1.03%
Alcoa AA 28.10 8.74 0.11 1.27%
AmExpress AXP 17.50 24.72 0.63 2.62%
BankAm BAC 420.10 11.31 0.30 2.72%
Boeing BA 4.60 43.44 0.49 1.14%
Caterpillar CAT 11.20 36.07 –0.01 –0.03%
Chevron CVX 8.70 67.85 –0.25 –0.37%
Citigroup C 384.60 3.55 0.14 4.11%
CocaCola KO 16.10 44.90 1.27 2.91%
Disney DIS 10.60 23.48 –0.12 –0.51%
DuPont DD 8.80 26.97 0.34 1.28%
ExxonMobil XOM 18.20 69.76 –0.01 –0.01%
GenElec GE 82.80 13.04 0.13 1.01%
GenMotor GM 38.10 1.15 –0.06 –4.96%
HewlettPk HPQ 12.40 34.93 0.72 2.10%
HomeDpt HD 14.70 24.53 –0.30 –1.21%
Intel INTC 65.80 15.54 0.41 2.71%
IBM IBM 8.40 101.05 –1.21 –1.18%
JPMorgChas JPM 60.90 35.54 1.49 4.38%
JohnsJohns JNJ 10.20 55.02 –0.13 –0.24%
KftFoods KFT 6.90 25.10 0.21 0.84%
McDonalds MCD 7.30 53.57 0.08 0.15%
Merck MRK 18.70 26.05 0.38 1.48%
Microsoft MSFT 47.90 20.06 0.31 1.57%
Pfizer PFE 44.80 15.34 0.07 0.46%
ProctGamb PG 9.50 50.80 –0.16 –0.31%
3M MMM 3.90 57.94 1.00 1.76%
UnitedTech UTX 5.90 51.51 0.90 1.78%
Verizon VZ 11.10 29.98 0.23 0.77%
WalMart WMT 24.70 49.10 –0.93 –1.86%

Dow Jones Industrial Average P/E: 42
LAST: 8331.32 s 46.43, or 0.56%

YEAR TO DATE: t 445.07, or 5.1%

OVER 52 WEEKS t 4,661.34, or 35.9%

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

Old Mut 932 –66 –354 –649 Contl  888 43 54 –317

Dexia Cr  290 –11 –95 –141 Rallye 1466 44 40 –112

Alstom 195 –1 –10 –34 GKN Hldgs  405 45 89 –156

Dong Energy  133 –1 –5 –32 ITV  772 45 69 130

Deutsche Post 59 ... –4 –16 TUI 1700 50 264 –264

Ladbrokes 207 ... –28 –95 Holcim  388 51 37 –177

Compass Gp  60 ... 1 –12 ThyssenKrupp 461 52 93 8

Reed Elsevier 75 ... 5 –19 AB Volvo 404 53 128 58

Novartis 52 ... –10 –17 ArcelorMittal Fin 645 56 31 –297

Safeway 51 ... 1 –2 Glencore Intl 905 96 90 –223

Source: Markit Group

Dow Jones Stoxx 50: Thursday’s best and worst…
Market value, Previous

in billions close, in STOCK PERFORMANCE
Company Country Industry of US$ local currency Previous session 52-week Three-year

Barclays U.K. Banks $32.1 2.53 4.22% –38.0% –57.8%

Credit Suisse Grp Switzerland Banks 47.2 44.20 4.00 –22.7 –36.9

UBS Switzerland Banks 40.1 15.15 3.98 –50.4 –74.9

Rio Tinto U.K. General Mining 39.4 25.94 3.64 –63.1 –7.8

BNP Paribas S.A. France Banks 53.8 43.40 2.50 –38.5 –39.6

UniCredit Italy Banks $34.3 1.89 –2.88% –60.2 –68.6

BASF Germany Commodity Chemicals 34.2 27.40 –2.60 –40.2 –13.8

Anglo Amer U.K. General Mining 29.3 14.43 –1.97 –58.6 –31.6

Astrazeneca U.K. Pharmaceuticals 56.8 25.80 –1.75 18.9 –8.4

Total S.A. France Integrated Oil & Gas 130.1 40.36 –1.68 –26.7 –21.1

...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

Siemens 62.4 50.24 2.11% –32.9% –25.9%
Germany (Diversified Industrials)
L.M. Ericsson Tel B 25.0 66.20 2.00 –18.8 –42.9
Sweden (Telecoms Equipment)
HSBC Hldgs 140.6 5.40 1.74 –30.6 –34.2
U.K. (Banks)
ABB 34.6 16.52 1.72 –50.4 11.0
Switzerland (Industrial Machinery)
Roche Hldg Part. Cert. 93.1 147.00 1.52 –17.4 –22.7
Switzerland (Pharmaceuticals)
AXA S.A. 34.4 12.11 1.47 –49.1 –54.2
France (Full Line Insurance)
Vodafone Grp 111.2 1.26 1.45 –22.7 2.8
U.K. (Mobile Telecoms)
Nokia 52.7 10.20 0.99 –44.0 –37.8
Finland (Telecoms Equipment)
Deutsche Bk 30.0 38.74 0.98 –48.9 –56.8
Germany (Banks)
GlaxoSmithKline 92.2 10.65 0.85 –5.2 –29.2
U.K. (Pharmaceuticals)
France Telecom 60.8 17.12 0.65 –16.5 1.3
France (Fixed Line Telecoms)
Nestle S.A. 140.8 40.76 0.64 –20.8 13.1
Switzerland (Food Products)
Bayer 38.7 37.29 0.62 –32.2 9.2
Germany (Specialty Chemicals)
Tesco 42.2 3.55 0.60 –17.5 11.4
U.K. (Food Retailers & Wholesalers)
Banco Santander 76.2 6.88 0.58 –48.1 –35.1
Spain (Banks)
Novartis 106.0 44.48 0.36 –17.2 –35.4
Switzerland (Pharmaceuticals)
Deutsche Telekom 49.9 8.42 0.30 –29.0 –33.5
Germany (Mobile Telecoms)
Daimler 33.0 25.17 0.18 –51.2 –38.2
Germany (Automobiles)
BHP Billiton 47.0 13.92 0.14 –36.0 34.0
U.K. (General Mining)
E.ON 65.4 24.06 0.12 –44.8 –16.8
Germany (Multiutilities)

SAP 49.7 29.86 –0.02% –8.4% –27.0%
Germany (Software)
ArcelorMittal 36.6 18.57 –0.08 –71.3 ...
Luxembourg (Iron & Steel)
Allianz SE 42.8 69.62 –0.17 –46.0 –43.7
Germany (Full Line Insurance)
BG Grp 59.4 10.96 –0.36 –16.2 63.1
U.K. (Integrated Oil & Gas)
Soc. Generale 27.5 34.86 –0.40 –50.9 –67.7
France (Banks)
British Amer Tob 52.5 17.14 –0.46 –12.8 29.2
U.K. (Tobacco)
Assicurazioni Gen 30.8 16.07 –0.56 –42.7 –37.2
Italy (Full Line Insurance)
Diageo 36.1 8.65 –0.63 –14.7 –0.8
U.K. (Distillers & Vintners)
Iberdrola S.A. 40.1 5.91 –0.67 –39.5 –4.4
Spain (Conventional Electricity)
Telefonica S.A. 93.7 14.65 –0.68 –23.8 20.7
Spain (Fixed Line Telecoms)
ING Groep 19.6 6.95 –0.70 –73.0 –77.5
Netherlands (Life Insurance)
Banco Bilbao Viz 41.8 8.20 –0.73 –45.4 –48.7
Spain (Banks)
Sanofi-Aventis S.A. 80.2 44.89 –1.01 –7.4 –38.9
France (Pharmaceuticals)
Unilever 40.8 17.51 –1.10 –19.4 0.0
Netherlands (Food Products)
BP 157.8 5.04 –1.22 –19.4 –18.4
U.K. (Integrated Oil & Gas)
Royal Dutch Shll 86.8 18.01 –1.26 –30.6 –29.4
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 37.2 2.31 –1.28 –50.5 –48.8
Italy (Banks)
GDF Suez 78.0 26.19 –1.34 –37.3 0.9
France (Multiutilities)
Koninklijke Phlps 18.0 13.64 –1.34 –44.7 –43.7
Netherlands (Consumer Electronics)
ENI 91.4 16.79 –1.35 –35.4 –27.1
Italy (Integrated Oil & Gas)

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 0.14% 0.12% 0.2% 2.5% -5.8%
Event Driven 0.25% 1.79% 1.3% 3.3% -26.8%
Equity Market Neutral -0.78% -1.74% -2.9% -3.9% -11.5%
Equity Long/Short -0.04% -0.58% -2.2% -1.0% -19.0%

*Estimates as of 05/13/09, 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 1.34 102.38% 0.02% 1.87 1.19 1.53

Eur. High Volatility: 11/1 2.61 105.04 0.04 3.89 2.20 3.08

Europe Crossover: 11/1 8.09 105.89 0.10 9.71 7.10 8.63

Asia ex-Japan IG: 11/1 2.15 106.09 0.04 3.84 1.97 3.04

Japan: 11/1 2.30 112.64 0.05 4.33 2.20 3.27

 Note: Data as of May 13

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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By Erica Herrero-Martinez

LONDON—BT Group PLC said it
will cut as many as 15,000 more
jobs and slashed its dividend 60%
after write-downs at its global-ser-
vices division pushed the U.K. tele-
communications company to a
quarterly loss.

BT invested heavily in the unit,
which provides outsourcing work
as well as phone and Internet ser-
vices to businesses, to create an al-
ternate source of revenue as its
sales dwindled under fierce compe-
tition from European mobile opera-
tors. But spiraling costs have
turned the business into a drag on
the company’s profit.

BT, which already has cut
15,000 jobs, said Thursday it plans
cuts “of a similar level” in the cur-
rent fiscal year, which began in
April. The company had 108,000
employees at the end of December.

The company said it would take
a charge of £280 million ($423.9
million) for global services unit in
the fiscal first quarter, it's second
this year, and spend £420 million
in restructuring the unit in each of
the next two years, bringing the to-
tal to £1.3 billion.

Chief Executive Ian Livingston
played down suggestions that BT
may want to spin off the unit. “The
important thing is to make Global
Services a better business,” Mr. Liv-
ingston said.

Weighed down by charges at
the global services unit, BT posted
a net loss of £977 million for the
three months ended March 31, com-
pared with a profit of £426 million
a year earlier.

Revenue increased to £5.47 bil-
lion from £5.42 billion, helped by
currency fluctuations and acquisi-
tions. Excluding these, underlying
revenue fell 5%.

BT said it expected revenue to
fall by 4% to 5% in the current fiscal
year.

The company also said its pen-
sion deficit has widened to £2.8 bil-
lion; it will raise pension contribu-
tions to £525 million a year over
the next three fiscal years.

BT’s limited free cash flow and
widening pension deficit forced it
to lower its dividend. Its annual div-
idend came in at 6.5 pence a share,
compared with 15.8 pence a share
last year. It is the first time in
seven years that the company cut
its dividend.
 —Aude Lagorce

contributed to this article.

Recording artist will.i.am, left, and Universal Music Group Doug Morris at the 2008 Spirit Of Life Award Dinner.

Universal Music caught on Web
Plan for another online effort illustrates labels’ challenges in formulating digital strategy

By Ruth Bender

PARIS—Media and telecommuni-
cations conglomerate Vivendi SA
saw profit weaken in the first quar-
ter, even as acquisitions last year
pushed sales higher.

The France-based owner of Uni-
versal Music Group, the world’s big-
gest music company, said net profit
for the quarter ended March 31 fell
14% to Œ477 million ($647.9 million)
from Œ555 million a year earlier,
weighed down by interest costs and
financial charges.

Revenue rose 24% to Œ6.5 billion,
helped by the acquisitions of fixed-
line telecommunication operator
Neuf Cegetel and U.S. videogame
producer Activision Inc.

Activision Blizzard saw strong
demand for its hit videogame titles
Call of Duty, Guitar Hero and World
of Warcraft despite the weak econ-
omy. The unit, formed by the merger
of Activision and Vivendi Games,
saw revenue more than triple due to

the merger and raised its outlook
for the year. Vivendi owns 56% of
the unit.

Telecommunications unit SFR
saw revenue rise by nearly a third
due to the acquisition of Neuf Cege-
tel. SFR, 44% owned by Vodafone
Group PLC, is the division contribut-
ing the largest share to Vivendi’s
profit.

Universal Music Group delivered
stable revenue and income due to in-

creased sales of recorded music in
Europe and favorable currency
movements.

“The quarter confirms the resil-
ience of our business model and the
quality of our assets,” Chief Finan-
cial Officer Philippe Capron said in a
conference call.

Interest payments rose to Œ108
million in the first quarter from Œ37
million a year earlier because of the
increase in average outstanding bor-

rowings linked to recent acquisi-
tions.

Net debt, however, was Œ8.3 bil-
lion at March 31, unchanged from
last year. Net debt should slightly de-
crease over the year, Mr. Capron
said. The company said profit ex-
cluding most nonrecurring gains
and charges fell 6.9% to Œ649 mil-
lion amid higher financial charges
and a lower contribution from its
stake in NBC Universal.

Vivendi profit falls; acquisitions boost sales
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By Matthew Dalton

BRUSSELS—The European Com-
mission on Thursday reported suc-
cess in its effort to crack down on
misleading advertising and unfair
sales practices on airline-ticket Web
sites.

The commission, the European
Union’s executive arm, said that 115

Web sites out of the 137 investigated
in 15 EU member countries and Nor-
way have ended these practices. A
follow-up investigation in March
found that 52 out of 67 major air-
lines either complied with the com-
mission’s standards or are in the pro-
cess of fixing shortcomings.

The practices targeted by the
commission include unclear pric-

ing, hidden or confusing contract
terms and optional expenses that
are preselected for the consumer in
the booking process.

“The next step is an industry-
wide agreement, and we will con-
tinue to monitor developments in
the sector closely,” said the EU’s con-
sumer-affairs commissioner, Me-
glena Kuneva.

EU cites improvements to airline-ticket Web sites

By Ethan Smith

A pending executive shuffle at
Universal Music Group, the world’s
largest recorded-music company by
sales, illustrates how labels have yet
to find a truly money-making online
strategy despite repeated attempts.

Universal is preparing to move
Rio Caraeff, the top executive in its
digital-business division, to head a
new venture called Vevo, which
aims to generate increased advertis-
ing revenue from online music vid-
eos. Though Vevo is being devel-
oped with technical help from Goo-
gle Inc., it is being funded and built
by Universal, a division of Vivendi
SA.

The decision to dedicate such a
senior executive to a freestanding
project illustrates how seriously Uni-
versal takes Vevo, the company’s lat-
est attempt to find money online.
People close to the company say
Vevo was the brainchild of Chair-
man Doug Morris, making the site a
high priority. Mr. Caraeff hasn’t
started his new role, though he is ex-
pected to do so soon; Universal is
aiming to unveil the new service be-
fore the end of this year.

The situation highlights what a
difficult nut digital distribution has
been to crack for Universal and its
competitors, despite years of costly
efforts.

Sales of digital music downloads
are increasing, but not quickly
enough to offset steep declines in
CD sales. Album sales, including CDs
and digital downloads, fell 45% be-
tween 2000 and 2008, according to
Nielsen SoundScan, and sales of indi-
vidual song downloads have failed
to make up the gap.

As a result, record labels are ea-
ger to find alternative online busi-
ness models, including selling ads
alongside free, streamed music or
videos. Universal has been espe-
cially aggressive in pursuing new ap-
proaches, sometimes with costly re-
sults. The company has tried repeat-
edly over the years to create online
services that generate revenue by
presenting music to the public,
rather than through middlemen,

such as Apple Inc.’s iTunes Store.
The idea behind Vevo, according

to Universal and Google, is to
present music videos in a controlled
setting that could allow the service
to charge advertisers higher rates
than YouTube and MySpace have
been able to on “user-generated”
pages that can include content that
makes advertisers uncomfortable.
Hulu.com, the premium-video ven-
ture of News Corp. and General Elec-
tric Co.’s Universal Pictures, has had
success with a similar strategy for
TV shows and movies.

Universal’s rivals haven’t said
whether they will contribute con-
tent to Vevo. If they don’t, it could
make the service frustrating or con-
fusing for users.

“There isn’t really any precedent
for a major record label building a
digital service which ends up as a
sort of neutral arbiter for the other
labels,” says Mark Mulligan, vice
president and research director of

Forrester Research. Mr. Mulligan
says Vevo has a chance of success,
but adds: “The odds are against
them.”

Universal isn’t alone among
record companies in struggling to
develop a robust digital strategy.
Just last week, Warner Music
Group Corp. Chairman Edgar Bronf-
man Jr. said his company would no
longer invest in digital music start-
ups, after writing down $33 million
on two of its biggest recent invest-
ments, iMeem Inc. and Lala Media
Inc. Mr. Bronfman also complained
in a call with analysts that MySpace
Music—the joint venture among the
four major labels and News
Corp.—wasn’t generating enough
advertising revenue. “Without put-
ting too fine a point on it, it has dis-
appointed us so far,” Mr. Bronfman
said of MySpace.

Over the years, Universal and its
corporate parent have sunk hun-
dreds of millions of dollars into

building or acquiring different digi-
tal music initiatives. Universal in
January of this year quietly shut
down an initiative called Total Mu-
sic that had a staff of around
30—but no clear mandate, strategy
or product. A Universal spokesman
says the New York-based depart-
ment that created Total Music is
now part of California-based eLabs,
the department currently overseen
by Mr. Caraeff.

As a division of a larger parent
company, Universal rarely discloses
its losses from such forays. How-
ever, in 2001, Universal Music’s par-
ent, then known as Vivendi Univer-
sal SA, said it spent $372 million to
acquire MP3.com Inc., a digital-mu-
sic service. Unable to find a work-
able business model, Vivendi dis-
mantled MP3.com in 2003 and sold
its U.S. assets for an undisclosed
sum to CNET Networks Inc. CNET,
now part of CBS Corp., effectively
shut the service earlier this year.

CORPORATE NEWS

BT
Net profit/loss

Source: the company
Note: Fiscal years ended March 31.
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BT Group plans
more job cuts
after posting loss
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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.

3.43% 10 World -a % % 175.95 0.08%–40.2% 5.10% 10 U.S. Select Dividend -b % % 500.98 0.31%–38.2%

2.38% 12 Global Dow 1072.70 –0.79% –35.8% 1548.50 –0.86% –43.6% 4.80% 14 Infrastructure 1189.40 –0.38% –29.3% 1541.35 –0.45% –37.9%

3.58% 20 Stoxx 600 201.70 0.49% –38.6% 204.69 0.38% –46.1% 2.45% 7 Luxury 655.10 0.68% –35.1% 754.98 0.60% –43.0%

3.74% 16 Stoxx Large 200 216.90 0.44% –38.5% 218.93 0.34% –46.0% 1.75% 9 BRIC 50 317.70 –1.67% –37.7% 411.68 –1.74% –45.3%

2.76% -24 Stoxx Mid 200 183.70 0.57% –38.5% 185.39 0.47% –46.0% 4.86% 12 Africa 50 658.80 –0.72% –40.4% 568.39 –0.80% –47.6%

2.97% 21 Stoxx Small 200 114.10 0.98% –39.2% 115.15 0.87% –46.7% 4.12% 6 GCC % % 1252.46 –1.72% –57.1%

3.56% 16 Euro Stoxx 218.90 0.06% –41.0% 222.15 –0.04% –48.2% 5.39% 10 Sustainability 667.90 –0.47% –34.4% 766.67 –0.53% –42.4%

3.68% 13 Euro Stoxx Large 200 233.50 0.00% –41.1% 235.45 –0.11% –48.3% 2.81% 11 Islamic Market -a % % 1535.54 –0.01% –36.5%

2.96% -17 Euro Stoxx Mid 200 205.30 0.11% –40.6% 206.97 0.00% –47.9% 3.11% 10 Islamic Market 100 1461.20 –0.22% –23.8% 1700.03 –0.28% –33.1%

3.04% 14 Euro Stoxx Small 200 123.60 1.01% –41.3% 124.50 0.91% –48.5% 3.11% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1138.20 1.15% –51.5% 1323.58 1.05% –57.5% 2.37% 11 DJ U.S. TSM % % 9035.25 0.39% –37.3%

5.34% 9 Euro Stoxx Select Div 30 1299.70 0.50% –54.4% 1517.20 0.39% –60.0% % DJ-UBS Commodity 120.60 –0.44% –36.8% 119.06 –0.54% –44.5%

*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 1.3235 2.0046 1.1938 0.1679 0.0411 0.2037 0.0138 0.3201 1.7987 0.2415 1.1259 ...

 Canada 1.1755 1.7804 1.0603 0.1491 0.0365 0.1810 0.0123 0.2843 1.5976 0.2145 ... 0.8882

 Denmark 5.4806 8.3012 4.9435 0.6951 0.1703 0.8437 0.0573 1.3257 7.4487 ... 4.6626 4.1411

 Euro 0.7358 1.1145 0.6637 0.0933 0.0229 0.1133 0.0077 0.1780 ... 0.1343 0.6260 0.5560

 Israel 4.1340 6.2616 3.7289 0.5243 0.1285 0.6364 0.0432 ... 5.6185 0.7543 3.5170 3.1237

 Japan 95.6300 144.8460 86.2581 12.1295 2.9715 14.7223 ... 23.1326 129.9707 17.4488 81.3561 72.2580

 Norway 6.4956 9.8386 5.8590 0.8239 0.2018 ... 0.0679 1.5713 8.8282 1.1852 5.5261 4.9081

 Russia 32.1825 48.7452 29.0285 4.0819 ... 4.9545 0.3365 7.7848 43.7392 5.8721 27.3789 24.3171

 Sweden 7.8841 11.9417 7.1114 ... 0.2450 1.2138 0.0824 1.9071 10.7153 1.4385 6.7073 5.9572

 Switzerland 1.1087 1.6792 ... 0.1406 0.0344 0.1707 0.0116 0.2682 1.5068 0.2023 0.9432 0.8377

 U.K. 0.6602 ... 0.5955 0.0837 0.0205 0.1016 0.0069 0.1597 0.8973 0.1205 0.5617 0.4989

 U.S. ... 1.5147 0.9020 0.1268 0.0311 0.1540 0.0105 0.2419 1.3591 0.1825 0.8507 0.7556

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 428.25 1.75 0.41% 826.00 314.00
Soybeans (cents/bu.) CBOT 1147.50 19.50 1.73 1,650.00 779.00
Wheat (cents/bu.) CBOT 593.25 4.50 0.76 1,144.75 447.00
Live cattle (cents/lb.) CME 82.850 0.025 0.03 117.500 78.075
Cocoa ($/ton) ICE-US 2,310 –16 –0.69% 3,220 1,932
Coffee (cents/lb.) ICE-US 128.00 0.85 0.67 181.60 106.60
Sugar (cents/lb.) ICE-US 15.47 0.07 0.45 16.03 9.97
Cotton (cents/lb.) ICE-US 59.06 0.02 0.03 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,684.00 –105 –3.76 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,590 –11 –0.69 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,505 5 0.33 2,314 1,434

Copper (cents/lb.) COMEX 202.70 –0.40 –0.20 372.00 129.95
Gold ($/troy oz.) COMEX 928.40 2.50 0.27 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1404.00 2.00 0.14 2,170.00 690.00
Aluminum ($/ton) LME 1,507.00 –14.00 –0.92 3,340.00 1,288.00
Tin ($/ton) LME 13,350.00 –260.00 –1.91 25,450.00 9,750.00
Copper ($/ton) LME 4,322.00 –203.00 –4.49 8,811.00 2,815.00
Lead ($/ton) LME 1,385.50 –54.50 –3.78 2,314.00 870.00
Zinc ($/ton) LME 1,451.00 –19.00 –1.29 2,350.00 1,065.00
Nickel ($/ton) LME 12,200 –340 –2.71 26,595 9,000

Crude oil ($/bbl.) NYMEX 59.42 0.45 0.76 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5211 0.0044 0.29 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.7237 0.0349 2.07 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 4.414 –0.046 –1.03 11.981 3.395
Brent crude ($/bbl.) ICE-EU 58.59 0.47 0.81 143.31 42.62
Gas oil ($/ton) ICE-EU 472.75 –11.00 –2.27 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 14
Per In

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

Argentina peso-a 5.0643 0.1975 3.7263 0.2684

Brazil real 2.8468 0.3513 2.0947 0.4774

Canada dollar 1.5976 0.6260 1.1755 0.8507
1-mo. forward 1.5973 0.6260 1.1753 0.8509

3-mos. forward 1.5967 0.6263 1.1748 0.8512
6-mos. forward 1.5956 0.6267 1.1740 0.8518

Chile peso 768.37 0.001301 565.35 0.001769
Colombia peso 3060.97 0.0003267 2252.20 0.0004440

Ecuador US dollar-f 1.3591 0.7358 1 1
Mexico peso-a 18.0387 0.0554 13.2725 0.0753

Peru sol 4.1296 0.2422 3.0385 0.3291
Uruguay peso-e 32.211 0.0310 23.700 0.0422

U.S. dollar 1.3591 0.7358 1 1
Venezuela bolivar 2.92 0.342654 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7987 0.5560 1.3235 0.7556
China yuan 9.2757 0.1078 6.8249 0.1465

Hong Kong dollar 10.5332 0.0949 7.7501 0.1290
India rupee 67.5948 0.0148 49.7350 0.0201

Indonesia rupiah 14101 0.0000709 10375 0.0000964
Japan yen 129.97 0.007694 95.63 0.010457

1-mo. forward 129.93 0.007696 95.60 0.010460
3-mos. forward 129.84 0.007702 95.53 0.010467

6-mos. forward 129.68 0.007711 95.42 0.010480
Malaysia ringgit-c 4.8214 0.2074 3.5475 0.2819

New Zealand dollar 2.2971 0.4353 1.6902 0.5917
Pakistan rupee 109.476 0.0091 80.550 0.0124

Philippines peso 64.856 0.0154 47.720 0.0210
Singapore dollar 1.9905 0.5024 1.4646 0.6828

South Korea won 1716.82 0.0005825 1263.20 0.0007916
Taiwan dollar 44.780 0.02233 32.948 0.03035
Thailand baht 46.977 0.02129 34.565 0.02893

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

Euro zone euro 1 1 0.7358 1.3591

1-mo. forward 1.0002 0.9998 0.7359 1.3589

3-mos. forward 1.0005 0.9995 0.7362 1.3584

6-mos. forward 1.0009 0.9991 0.7365 1.3578

Czech Rep. koruna-b 26.886 0.0372 19.782 0.0506

Denmark krone 7.4487 0.1343 5.4806 0.1825

Hungary forint 287.98 0.003472 211.89 0.004719

Norway krone 8.8282 0.1133 6.4956 0.1540

Poland zloty 4.4694 0.2237 3.2885 0.3041

Russia ruble-d 43.739 0.02286 32.183 0.03107

Sweden krona 10.7153 0.0933 7.8841 0.1268

Switzerland franc 1.5068 0.6637 1.1087 0.9020

1-mo. forward 1.5063 0.6639 1.1083 0.9023

3-mos. forward 1.5048 0.6645 1.1072 0.9032

6-mos. forward 1.5025 0.6656 1.1055 0.9046

Turkey lira 2.1328 0.4689 1.5693 0.6372

U.K. pound 0.8973 1.1145 0.6602 1.5147

1-mo. forward 0.8974 1.1143 0.6603 1.5145

3-mos. forward 0.8975 1.1142 0.6604 1.5143

6-mos. forward 0.8976 1.1140 0.6605 1.5141

MIDDLE EAST/AFRICA
Bahrain dinar 0.5124 1.9517 0.3770 2.6525

Egypt pound-a 7.6327 0.1310 5.6160 0.1781

Israel shekel 5.6185 0.1780 4.1340 0.2419

Jordan dinar 0.9629 1.0385 0.7085 1.4114

Kuwait dinar 0.3939 2.5384 0.2899 3.4499

Lebanon pound 2040.69 0.0004900 1501.50 0.0006660

Saudi Arabia riyal 5.0968 0.1962 3.7502 0.2667

South Africa rand 11.6764 0.0856 8.5913 0.1164

United Arab dirham 4.9921 0.2003 3.6731 0.2722

SDR -f 0.8958 1.1163 0.6591 1.5172

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 600 201.70 0.98 0.49% 2.4% –38.6%

 13 DJ Stoxx 50 2049.78 3.88 0.19 –0.8% –37.3%

 16 Euro Zone DJ Euro Stoxx 218.90 0.14 0.06 –1.8% –41.0%

 14 DJ Euro Stoxx 50 2353.53 –3.77 –0.16% –4.0% –38.9%

 7 Austria ATX 1942.37 –1.09 –0.06 10.9% –56.0%

 12 Belgium Bel-20 1978.37 –38.00 –1.88 3.7% –47.9%

 8 Czech Republic PX 884.9 –17.6 –1.95 3.1% –47.0%

 15 Denmark OMX Copenhagen 267.52 0.32 0.12 18.3% –37.8%

 11 Finland OMX Helsinki 5532.13 69.70 1.28 2.4% –43.2%

 11 France CAC-40 3156.29 3.39 0.11 –1.9% –37.6%

 17 Germany DAX 4738.47 10.86 0.23 –1.5% –33.1%

 … Hungary BUX 13833.20 240.33 1.77 13.0% –40.5%

 5 Ireland ISEQ 2558.48 64.80 2.60 9.2% –60.2%

 8 Italy S&P/MIB 19271 –110 –0.57 –1.0% –43.7%

 9 Netherlands AEX 249.02 –1.17 –0.47 1.3% –49.2%

 8 Norway All-Shares 321.53 –0.62 –0.19 19.0% –44.4%

 17 Poland WIG 29311.53 –183.70 –0.62 7.6% –38.6%

 13 Portugal PSI 20 7035.45 114.32 1.65 10.9% –36.2%

 … Russia RTSI 932.11 –15.42 –1.63% 47.5% –61.4%

 8 Spain IBEX 35 8984.2 –16.4 –0.18 –2.3% –36.7%

 15 Sweden OMX Stockholm 237.28 2.84 1.21% 16.2% –27.8%

 10 Switzerland SMI 5360.00 82.63 1.57 –3.2% –30.2%

 … Turkey ISE National 100 33094.92 266.02 0.81 23.2% –22.4%

 10 U.K. FTSE 100 4362.58 31.21 0.72 –1.6% –30.2%

 11 ASIA-PACIFIC DJ Asia-Pacific 98.45 –2.86 –2.82 5.2% –36.7%

 … Australia SPX/ASX 200 3723.4 –132.7 –3.44 …% –36.8%

 … China CBN 600 22749.91 –119.02 –0.52 54.1% –27.2%

 15 Hong Kong Hang Seng 16541.69 –517.93 –3.04 15.0% –35.2%

 14 India Sensex 11872.91 –146.74 –1.22 23.1% –31.6%

 … Japan Nikkei Stock Average 9093.73 –246.76 –2.64 2.6% –36.2%

 … Singapore Straits Times 2122.11 –63.18 –2.89 20.5% –33.8%

 11 South Korea Kospi 1380.95 –33.57 –2.37 22.8% –26.8%

 13 AMERICAS DJ Americas 231.41 2.77 1.21 2.3% –37.6%

 … Brazil Bovespa 49118.89 439.70 0.90 30.8% –30.8%

 16 Mexico IPC 23295.30 140.29 0.61 4.1% –25.7%

*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 14, 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* 233.02 –2.24% 2.3% –39.2%

3.40% 14 World (Developed Markets) 919.73 –2.33% –0.1% –39.0%

3.10% 14 World ex-EMU 108.31 –2.18% 0.6% –37.2%

3.20% 15 World ex-UK 920.39 –2.27% –0.4% –38.3%

4.20% 12 EAFE 1,241.92 –1.76% 0.4% –42.0%

3.40% 10 Emerging Markets (EM) 709.87 –1.56% 25.2% –40.4%

4.70% 10 EUROPE 70.13 –2.56% 1.0% –37.9%

5.10% 10 EMU 136.67 –3.13% –3.8% –47.9%

4.50% 12 Europe ex-UK 76.92 –2.55% –0.9% –37.9%

5.80% 9 Europe Value 78.23 –3.63% 0.9% –41.2%

3.70% 11 Europe Growth 61.08 –1.51% 1.1% –34.6%

4.00% 10 Europe Small Cap 119.12 –3.70% 18.0% –38.4%

3.60% 5 EM Europe 204.28 –4.56% 28.6% –49.4%

5.30% 8 UK 1,284.98 –2.15% –2.3% –29.0%

3.40% 10 Nordic Countries 109.50 –3.01% 11.7% –40.4%

2.70% 4 Russia 566.33 –5.86% 37.4% –58.2%

4.40% 9 South Africa 585.30 –2.14% 1.1% –21.6%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 302.82 –0.09% 22.4% –38.3%

2.20% 25 Japan 552.76 0.25% 4.3% –35.9%

2.70% 11 China 49.95 0.70% 22.4% –33.5%

1.50% 14 India 471.68 –1.04% 27.7% –33.8%

1.70% 14 Korea 383.27 0.69% 24.9% –24.8%

5.90% 13 Taiwan 238.54 0.59% 37.6% –30.6%

2.60% 19 US BROAD MARKET 967.87 –3.00% –1.5% –35.8%

1.80% -56 US Small Cap 1,229.05 –4.89% –1.4% –35.0%

3.80% 12 EM LATIN AMERICA 2,689.94 –4.21% 29.5% –43.0%

*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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A car dealer in Rosenheim, Germany, shown in April, touts a government push to get
Germans to swap old cars for new ones. The program has popularized trade-in deals.

By William Launder

FRANKFURT—Battered by a pull-
back in household spending, Ger-
man purveyors of products ranging
from television sets to false teeth
are trying to tempt reluctant con-
sumers by offering trade-in deals.

Atleastadozenretailersandmanu-
facturers across the country have
hopped on the trade-in bandwagon in

recent months, in-
spired by a govern-
ment program de-

signed to aid auto makers by paying
Germans to scrap older vehicles. The
program, which offers consumers a
subsidy of Œ2,500 ($3,400) to surren-
der their old clunkers, has helped spur
more than 1.3 million new-car sales in
Germany since it began in January.

Impressed by the success of the
“cash for clunkers” campaign, un-
derwear manufacturer Bruno Ba-
nani has launched its own version,
offering shoppers a Œ5 ($6.80) cou-
pon when they trade in their old
drawers for the company’s upscale,
youth-oriented designs.

Shoppers can deposit their old un-
derwear in drop boxes set up at de-
partment stores across Germany,
where they can also claim their cou-
pons. The stores dispose of the old
garments on their own, says Brand
Platform, the Stuttgart marketing
firm that created the Bruno Banani
campaign.

“You have to think differently
about marketing during the finan-
cial crisis,” says Gerhard Fischbach,
 a director at the marketing firm.

Other companies have experi-
mented with rebates on perfume,jew-
elryand dentures.Electronics retailer
Saturn, a unit of Metro, gave consum-
ers 10 days through May 9 to trade in
old TV sets, refrigerators or other ap-
pliancesforaŒ100rebateonnewmer-
chandise that cost at least Œ499.

Koffer24 GmBH, an online luggage

retailer with a store in Frankfurt, is
pitching coupons with a value of as
much as Œ50 to consumers who send
in their old luggage for replacement.

The wave of buying incentives
comes as Germans, notoriously cau-
tious spenders even in good times,
grapple with the deepest recession
since World War II. “There’s a lot of
psychology behind the strategy be-
cause consumers get the feeling they
are getting something for free,” says
RolfBuerkl,aseniorresearchconsult-
ant for market-research firm
GfK Group in Nuremberg.

Koffer24 launched its luggage
trade-in promotion in February as
fears about the economic downturn
and buzz about the government’s
auto trade-in program intensified,
saysJoachim Stoll,a managingdirec-
tor and co-owner of the company.
“At that time we feared dropping
sales,” he says.”

Since the start of the campaign,
the company has seen around a 20%
increase in luggage sales at its Frank-
furt location. Online shoppers have
been slower to embrace the trade-in
offer, which the company says is
partly because online participants
have to ship their old luggage to the

retailer at their own expense.
Koffer24 says it plans to expand

the promotion to other products, in-
cluding leather jackets. “We are very
surprised how positive the idea is to
customers,” Mr. Stoll adds.

Bruno Banani says it is too soon to
judgehowmuchimpactitsunderwear
trade-in offer will have on sales. But
the department stores hosting drop
boxes for the campaign say their un-
derwear business picked up steadily
after the promotion started on May 2,
according to Brand Platform, the un-
derwear maker’s marketing consult-
ant. Brand Platform says it has signed
up more than 200 department stores
forthepromotion,andexpectstodou-
ble the figure in coming weeks. 

Ads placed inside the participat-
ing stores,and inlarger form on a bill-
board above the Kurfürstendamm,
one of Berlin’s main shopping streets,
featurecartoonlikenessesofChancel-
lor Angela Merkel and other German
politicians grinning cheerfully in a
colorful assortment of lingerie, box-
ers and briefs under the slogan:
“We’re doing everything to boost de-
mand.” The ads are a satirical refer-
ence to German elections, which are
approaching in September.

Trade-in deals take hold
Stores, others invite
Germans to replace
the old with the new

News Corp. moves to rename
Premiere with Sky moniker

European auto demand
dropped 12% last month

German Economics Minister
Karl-Theodor zu Guttenberg

Germany considers aid to Opel

ADVERTISING

By Christoph Rauwald

European new-car registrations
continued to drop last month, declin-
ing12%fromayearearlier,thoughgov-
ernment purchasing incentives in sev-
eral markets helped cushion the fall.

Car registrations, which mirror
car sales, came to 1.25 million vehi-
cles in April, marking the 12th con-
secutive month of declining de-
mand, the European Automobile
Manufacturers Association said
Thursday. On average across the re-
gion, this April had one less working
day than April 2008.

Car registrations fell 15.9% for
the first four months of the year
from a year earlier.

Government incentives to spur
consumers to scrap old cars and buy
new, more efficient vehicles
sparked a 19% rise in car registra-
tions in Germany last month.

But the rise in Europe’s largest
auto market failed to boost General
Motors Corp.’s troubled European
division, which posted a 13% drop in
registrations. GM Europe, whose
core Opel brand is based in Germany,
reported 117,921 registrations. Sales
for GM’s European Opel and Vaux-
hall brands fell 13% to 98,469 vehi-
cles. The company’s Saab line re-
corded a 60% drop to 2,482 cars.

The biggest beneficiary of buyer
incentives and a broader trend to-
ward smaller cars was Fiat SpA. The
Italian auto maker’s registrations
climbed 4.7% to 121,671 vehicles.

Volkswagen AG, Europe’s largest
auto maker by sales, recorded a 4.2%
decline to 284,607 cars, with sales of
its core VW brand nearly flat at
153,804 cars. VW’s Czech Skoda brand
eked out a 0.4% rise to 46,353 vehicles.

Ford Motor Co. fared better than
the overall market last month, with
a 6.3% decline to 125,033 registra-

tions. Ford’s core brand posted a
1.5% decrease to 110,002 vehicles,
while the Swedish Volvo brand re-
corded a 31% drop to 15,031 cars.

French auto makers Renault SA
and PSA Peugeot-Citroën SA per-
formed in line with the overall mar-
ket, dropping 14% to 110,148 cars and
15% to 156,726 cars, respectively.

Demand for luxury cars re-
mained depressed as consumers
shied away from big-ticket pur-
chases and since big, premium vehi-
cles don’t benefit from the scrap-
ping incentives. BMW AG, the
world’s best-selling premium auto
maker, reported a decline of 31% to
55,633 vehicles. Daimler AG posted
a 26% drop to 60,214 vehicles.

Toyota Motor Corp. reported a
22% decline to 57,774 cars. Registra-
tions for the company’s Lexus pre-
mium brand fell 43% to 1,497 vehicles.
 —Allison Connolly

contributed to this article.

By Andrea Thomas

And John D. Stoll

BERLIN—Adam Opel AG could be
taken into a government-supported
trusteeship to keep the German car
maker operating if its parent, Gen-
eral Motors Corp., enters bank-
ruptcy before Opel can be sold.

German Economics Minister
Karl-Theodor zu Guttenberg said
Thursday the government would
consider the step, which could in-
clude interim financing, only if the
two remaining bidders for Opel sub-
mit bids in greater detail by May 20.

Italian auto maker Fiat SpA and a
consortium that involves Canadian
auto-parts maker Magna Interna-
tional Inc. are the two remaining bid-
ders.

GM must institute a variety of
cost reductions, including culling its
dealers and cutting debt, by a June 1
U.S. government deadline or face a
bankruptcy-court filing.

A trusteeship and bridge, or in-
terim, financing from banks would
keep Opel operating so takeover ne-
gotiations could continue without
tapping taxpayer money, Mr. Gut-

tenberg said.
Frankfurt bankers speculated

that the company might get a credit
line from state-owned banks.

Carl-Peter Forster, head of GM’s
European operations, which also in-

cludes its Vauxhall unit in the U.K.,
told the Frankfurter Allgemeine Zei-
tung newspaper that Opel would
need credit in excess of Œ1 billion
($1.36 billion).

Fiat chief executive Sergio Mar-
chionne has told German officials
that his plans to create a new com-
pany by merging Fiat’s auto unit
with Opel will require up to Œ7 bil-
lion in financing backed by state
guarantees. However, German offi-
cials and unions have warned that
the merger would lead to job cuts
across Europe and possible plant clo-
sures.

Separately, GM plans to make
critical payments to its direct-mate-
rial suppliers nearly a week before
the Treasury-imposed deadline for
an out-of-court restructuring.

Spokesman Dan Flores said GM
told suppliers it will pay them on
May 28 instead of June 2. He said
the decision was made because of a
flood of economic uncertainty in the
industry and to support struggling
car-parts makers.
 —Stacy Meichtry

contributed to this article.

CORPORATE NEWS
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Sliding sales
Europe’s new-vehicle registrations 
in April

Source: European Automobile 
Manufacturers Association 

Volkswagen 284,607 –4.2%

PSA Group 156,726 –15

Ford 125,033 –6.3

Fiat 121,671 +4.7

GM 117,921 –13

Renault 110,148 –14

Toyota 57,774 –22

Daimler 60,214 –26

BMW 55,633 –31

Hyundai 27,454 +9.7

Change from 
year earlier Company Units

By Archibald Preuschat

News Corp. said Thursday it will
change the name of its unprofitable
German television unit Premiere AG
to Sky Deutschland AG, a move that
triggers a big write-down but also
marks a major step in rebuilding the
company.

Spearheaded by Premiere Chief
Executive Mark Williams, a former
high-ranking News Corp. manager,
the rebranding move aims to mirror
the success of British Sky Broad-
casting Group PLC and Sky Italia,
News Corp.’s other big European
pay-TV businesses.

“Becoming Sky underscores our
commitment to offer a world-class
entertainment service in Germany
and Austria,” Mr. Williams said.

The name change triggers a good-
will write-down of Œ331.6 million
($450.4 million) on the Premiere
brand, with a negative net effect of
Œ256.4 million, due to deferred
taxes.

News Corp. has invested about
Œ600 million in building up its Pre-
miere stake, which totals 30.5%. The
Sky brand and associated trade-
marks have been licensed from
BSkyB, Premiere said, and the name
change is subject to shareholder ap-
proval. News Corp. fully owns Sky

Italia and holds a 39% stake in
BSkyB. (News Corp. also owns The
Wall Street Journal.)

Since Premiere’s initial public of-
fering in March 2005, the company
has rarely posted a profit. For the
first quarter of this year, the com-
pany posted a net loss of Œ80 mil-
lion, compared with a year-earlier
net loss of Œ28.1 million.

Mr. Williams on Thursday reiter-
ated that he expects the company to
become profitable starting in 2011.

Mr. Williams, formerly chief fi-
nancial officer for News Corp.’s oper-
ations in Europe and Asia, took the
helm at Premiere in September. The
executive caused a stir when he re-
stated Premiere’s customer base to
more accurately reflect activated ac-
counts, wiping a third off the previ-
ous management’s numbers and
forecasting a full-year loss. The
news caused Premiere stock to
plunge. Investors then were asked
to approve a capital increase in Feb-
ruary.

Premiere viewers won’t see any
changes related to Sky until July,
when the company will launch the
new name with a big marketing cam-
paign. Premiere’s 2.37 million cur-
rent customers will be offered new
services as well, in packages to be de-
tailed next month.
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MP-TURKEY.SI OT OT SVN 05/13 EUR 23.96 22.7 –35.3 –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 05/13 USD 10.95 25.6 –22.3 –9.4
Parex Caspian Sea Eq EU EQ LVA 05/13 EUR 2.86 36.2 –68.2 –46.4
Parex Eastern Europ Bd EU BD LVA 05/13 USD 10.95 25.6 –22.3 –9.4
Parex Russian Eq EE EQ LVA 05/13 USD 13.73 58.5 –56.4 –25.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 05/14 USD 124.84 12.6 –42.2 –19.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/14 USD 119.44 12.2 –42.7 –20.0
PF (LUX)-Biotech-Pca OT EQ LUX 05/13 USD 249.55 –12.5 –23.5 –10.0
PF (LUX)-CHF Liq-Pca CH MM LUX 05/13 CHF 124.06 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/13 CHF 93.64 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/13 USD 88.42 8.7 –27.8 –14.0
PF (LUX)-East Eu-Pca EU EQ LUX 05/13 EUR 198.97 49.0 –54.6 –32.3
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/14 USD 112.25 20.5 –48.2 –20.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/14 USD 365.80 20.2 –48.0 –20.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/13 EUR 79.37 3.8 –35.8 –25.7
PF (LUX)-EUR Bds-Pca EU BD LUX 05/13 EUR 372.62 –0.2 3.2 0.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/13 EUR 283.56 –0.2 3.2 0.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/13 EUR 131.43 5.2 –0.3 –0.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/13 EUR 92.40 5.2 –0.3 –0.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/13 EUR 109.17 21.1 –22.2 –15.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/13 EUR 63.29 21.1 –22.2 –15.6
PF (LUX)-EUR Liq-Pca EU MM LUX 05/13 EUR 135.50 0.6 2.9 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/13 EUR 97.65 0.6 2.9 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/13 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/13 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/13 EUR 324.63 6.1 –39.4 –29.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/13 EUR 104.58 3.4 –36.2 –28.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/13 USD 208.89 10.3 3.0 2.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/13 USD 142.10 10.3 3.0 2.7
PF (LUX)-Gr China-Pca AS EQ LUX 05/14 USD 257.33 21.0 –34.9 –9.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/14 USD 219.08 14.3 –43.0 –19.7
PF (LUX)-Jap Index-Pca JP EQ LUX 05/14 JPY 8319.87 2.1 –37.2 –28.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/14 JPY 7249.55 –0.7 –42.1 –33.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/14 JPY 7059.95 –0.9 –42.4 –33.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/14 JPY 3981.85 1.4 –38.6 –30.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/14 USD 180.90 14.3 –41.4 –20.1
PF (LUX)-Piclife-Pca CH BA LUX 05/13 CHF 709.27 2.9 –12.7 –10.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/13 EUR 47.17 6.9 –30.7 –25.8
PF (LUX)-Rus Eq-Pca OT OT LUX 05/13 USD 38.51 68.6 –61.7 NS
PF (LUX)-Security-Pca GL EQ LUX 05/13 USD 77.14 8.0 –22.7 –16.6
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/13 EUR 353.94 8.5 –38.1 –29.3
PF (LUX)-US Eq-Ica US EQ LUX 05/13 USD 81.16 –0.6 –35.3 –20.0
PF (LUX)-USA Index-Pca US EQ LUX 05/13 USD 71.36 –1.6 –35.9 –22.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/13 USD 513.48 –3.2 7.4 6.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/13 USD 376.78 –3.2 7.4 6.8
PF (LUX)-USD Liq-Pca US MM LUX 05/13 USD 130.70 0.4 1.7 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/13 USD 85.34 0.4 1.7 2.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/13 USD 101.50 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/13 USD 100.79 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/13 EUR 103.52 0.5 –26.8 –19.4
PF (LUX)-WldGovBds-Pca GL BD LUX 05/14 USD 157.48 –4.5 2.5 7.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/14 USD 130.35 –4.5 2.5 7.3
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/13 USD 42.10 1.4 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 05/13 USD 9.35 19.3 –29.7 –19.4
Japan Fund USD JP EQ IRL 05/14 USD 14.25 –3.0 –14.3 –11.0
Polar Healthcare Class I USD OT OT IRL 05/13 USD 10.30 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/13 USD 10.32 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 05/13 USD 83.19 40.0 –29.1 –11.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/13 EUR 554.76 –1.5 –37.0 NS

Core Eurozone Eq B EU EQ IRL 05/13 EUR 649.77 –1.2 –37.0 NS

Euro Fixed Income A EU BD IRL 05/13 EUR 1133.15 0.1 –8.1 –5.6

Euro Fixed Income B EU BD IRL 05/13 EUR 1205.14 0.3 –7.6 –5.1

Euro Small Cap A EU EQ IRL 05/13 EUR 927.17 9.4 –41.7 –34.6

Euro Small Cap B EU EQ IRL 05/13 EUR 989.41 9.6 –41.3 –34.2

Eurozone Agg Eq A EU EQ IRL 05/13 EUR 507.75 2.2 –39.2 –29.9

Eurozone Agg Eq B EU EQ IRL 05/13 EUR 726.93 2.4 –38.8 –29.4

Glbl Bd (EuroHdg) A GL BD IRL 05/13 EUR 1232.26 2.9 –4.4 –2.2

Glbl Bd (EuroHdg) B GL BD IRL 05/13 EUR 1302.99 3.1 –3.8 –1.6

Glbl Bd A EU BD IRL 05/13 EUR 1019.95 4.0 3.9 –1.2

Glbl Bd B EU BD IRL 05/13 EUR 1081.67 4.2 4.5 –0.6

Glbl Real Estate A OT EQ IRL 05/13 USD 623.40 –6.5 –51.8 –35.4

Glbl Real Estate B OT EQ IRL 05/13 USD 640.24 –6.3 –51.6 –35.0

Glbl Real Estate EH-A OT EQ IRL 05/13 EUR 582.39 –7.2 –50.1 –36.1

Glbl Real Estate SH-B OT EQ IRL 05/13 GBP 54.55 –8.0 –50.5 –35.6

Glbl Strategic Yield A EU BD IRL 05/13 EUR 1290.95 14.2 –14.0 –8.0

Glbl Strategic Yield B EU BD IRL 05/13 EUR 1376.11 14.4 –13.5 –7.4

Japan Equity A JP EQ IRL 05/13 JPY 11142.00 7.8 –34.0 –28.3

Japan Equity B JP EQ IRL 05/13 JPY 11830.00 8.0 –33.6 –27.9

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/13 USD 1590.22 23.6 –35.8 –16.9

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/13 USD 1690.64 23.9 –35.5 –16.4

Pan European Eq A EU EQ IRL 05/13 EUR 741.56 3.2 –38.6 –28.8

Pan European Eq B EU EQ IRL 05/13 EUR 787.51 3.4 –38.3 –28.4

US Equity A US EQ IRL 05/13 USD 678.98 1.5 –38.7 –22.5

US Equity B US EQ IRL 05/13 USD 724.25 1.7 –38.3 –22.1

US Small Cap A US EQ IRL 05/13 USD 986.55 –1.9 –39.3 –25.3

US Small Cap B US EQ IRL 05/13 USD 1052.92 –1.7 –39.0 –24.9

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/14 SEK 62.52 3.9 –40.5 –30.0

Choice Japan Fd JP EQ LUX 05/14 JPY 45.35 0.9 –37.2 –31.1

Choice Jpn Chance/Risk JP EQ LUX 05/14 JPY 45.54 1.7 –44.3 –32.3

Choice NthAmChance/Risk US EQ LUX 05/14 USD 3.09 10.4 –40.9 –22.5

Europe 2 Fd EU EQ LUX 05/14 EUR 0.73 5.4 –42.9 –31.9

Europe 3 Fd EU EQ LUX 05/14 EUR 3.20 4.7 –43.2 –32.1

Global Chance/Risk Fd GL EQ LUX 05/14 EUR 0.48 2.6 –34.4 –26.1

Global Fd GL EQ LUX 05/14 USD 1.66 –0.3 –41.8 –25.5

Intl Mixed Fd -C- NO BA LUX 05/14 USD 22.37 –2.6 –32.3 –17.3

Intl Mixed Fd -D- NO BA LUX 05/14 USD 15.79 –2.6 –32.3 –17.3

Wireless Fd OT EQ LUX 05/14 EUR 0.11 20.3 –29.3 –20.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/14 USD 5.42 19.7 –34.4 –16.6

Currency Alpha EUR -IC- OT OT LUX 05/14 EUR 10.57 –3.2 1.1 2.3

Currency Alpha EUR -RC- OT OT LUX 05/14 EUR 10.50 –3.4 0.7 1.9

Currency Alpha SEK -ID- OT OT LUX 05/14 SEK 102.11 –3.3 0.8 NS

Currency Alpha SEK -RC- OT OT LUX 05/14 SEK 112.71 –3.4 0.7 1.9

Generation Fd 80 OT OT LUX 05/14 SEK 6.78 6.3 –22.6 NS

Nordic Focus EUR NO EQ LUX 05/14 EUR 59.32 18.9 –36.9 NS

Nordic Focus NOK NO EQ LUX 05/14 NOK 65.27 18.9 –36.9 NS

Nordic Focus SEK NO EQ LUX 05/14 SEK 67.84 18.9 –36.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/14 USD 1.43 3.1 –37.1 –24.0

Ethical Global Fd GL EQ LUX 05/14 USD 0.64 3.4 –38.8 –25.3

Ethical Sweden Fd NO EQ LUX 05/14 SEK 34.01 18.3 –21.8 –17.6

Europe Fd EU EQ LUX 05/14 USD 1.66 3.7 –34.2 –26.4

Index Linked Bd Fd SEK OT BD LUX 05/14 SEK 12.84 –1.7 0.6 3.0

Medical Fd OT EQ LUX 05/14 USD 2.68 –6.6 –22.1 –16.5

Short Medium Bd Fd SEK NO MM LUX 05/14 SEK 9.23 0.8 2.5 2.9

Technology Fd OT EQ LUX 05/14 USD 1.81 16.4 –32.5 –15.9

World Fd NO BA LUX 05/14 USD 1.74 5.0 –35.6 –19.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/14 EUR 1.27 0.0 0.7 1.6

Short Bond Fd SEK NO MM LUX 05/14 SEK 21.84 1.3 2.7 3.0

Short Bond Fd USD US MM LUX 05/14 USD 2.49 –0.1 0.8 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/14 SEK 9.93 –1.3 –3.8 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 05/14 SEK 8.92 –1.3 –3.8 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 05/14 SEK 24.88 –1.3 –3.9 –0.9

Alpha Bond Fd SEK -D- NO BD LUX 05/14 SEK 8.29 –1.3 –3.9 –0.9

Alpha Short Bd SEK -A- NO MM LUX 05/14 SEK 11.01 1.9 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/14 SEK 10.32 1.9 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/14 SEK 21.54 1.8 3.2 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/14 SEK 8.95 1.8 3.2 3.3

Bond Fd SEK -C- NO BD LUX 05/14 SEK 41.63 0.2 8.6 5.7

Bond Fd SEK -D- NO BD LUX 05/14 SEK 12.49 0.2 7.4 5.1

Corp. Bond Fd EUR -C- EU BD LUX 05/14 EUR 1.12 2.8 –6.2 –2.9

Corp. Bond Fd EUR -D- EU BD LUX 05/14 EUR 0.88 2.8 –6.6 –3.1

Corp. Bond Fd SEK -C- NO BD LUX 05/14 SEK 10.96 2.0 –10.4 –5.0

Corp. Bond Fd SEK -D- NO BD LUX 05/14 SEK 8.61 2.0 –10.2 –5.0

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/14 EUR 106.09 2.1 6.9 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/14 EUR 105.60 2.0 6.4 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 05/14 SEK 1134.05 2.0 6.4 NS

Flexible Bond Fd -C- NO BD LUX 05/14 SEK 21.20 1.6 6.0 4.5

Flexible Bond Fd -D- NO BD LUX 05/14 SEK 12.00 1.6 6.0 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/14 SEK 77.93 –2.7 –23.2 –15.1

Global Hedge I SEK -D- OT OT LUX 05/14 SEK 71.22 –2.7 –25.5 –16.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/14 USD 1.88 22.0 –41.2 –14.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/14 SEK 23.51 40.1 –18.5 –14.8

Europe Chance/Risk Fd EU EQ LUX 05/14 EUR 805.57 5.6 –46.5 –34.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 05/07 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 05/13 EUR 27.30 –3.7 –8.2 –1.3

Bonds Eur Corp A OT OT LUX 05/12 EUR 21.50 3.7 –2.5 –1.7

Bonds Eur Hi Yld A OT OT LUX 05/12 EUR 15.76 18.6 –22.2 –16.3

Bonds EURO A OT OT LUX 05/13 EUR 39.83 0.9 6.5 4.3

Bonds Europe A OT OT LUX 05/13 EUR 38.02 0.4 6.0 3.3

Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 05/12 USD 33.40 5.9 3.9 5.3
Bonds World A OT OT LUX 05/13 USD 38.90 –2.3 –1.2 6.6
Eq. China A OT OT LUX 05/13 USD 17.87 19.6 –33.9 –10.0
Eq. ConcentratedEuropeA OT OT LUX 05/13 EUR 21.74 5.5 –38.6 –29.1
Eq. Eastern Europe A OT OT LUX 05/13 EUR 16.92 28.0 –56.7 –33.9
Eq. Equities Global Energy OT OT LUX 05/13 USD 15.09 5.8 –46.6 –15.0
Eq. Euroland A OT OT LUX 05/13 EUR 8.86 –3.3 –39.2 –29.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/13 EUR 14.66 6.7 –34.8 –22.0
Eq. EurolandFinancialA OT OT LUX 05/12 EUR 9.37 11.2 –42.9 –34.7
Eq. Glbl Emg Cty A OT OT LUX 05/13 USD 7.32 22.4 –44.3 –17.2
Eq. Global A OT OT LUX 05/13 USD 21.34 1.5 –40.4 –26.1
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 05/13 USD 23.87 14.2 –18.4 –3.8
Eq. Japan Sm Cap A OT OT LUX 05/13 JPY 911.63 0.7 –34.6 –36.2
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 05/13 USD 7.49 17.3 –38.3 –16.6
Eq. US ConcenCore A OT OT LUX 05/13 USD 18.10 11.4 –27.8 –15.6
Eq. US Lg Cap Gr A OT OT LUX 05/13 USD 12.04 11.7 –41.1 –21.7
Eq. US Mid Cap A OT OT LUX 05/13 USD 22.36 11.6 –41.5 –17.8
Eq. US Multi Strg A OT OT LUX 05/13 USD 16.64 4.2 –41.6 –25.5
Eq. US Rel Val A OT OT LUX 05/13 USD 15.78 1.6 –42.5 –30.1
Eq. US Sm Cap Val A OT OT LUX 05/13 USD 12.19 –5.8 –47.7 –34.4
Eq. US Value Opp A OT OT LUX 05/13 USD 12.92 –0.3 –46.0 –33.2
Money Market EURO A OT OT LUX 05/13 EUR 27.30 0.7 3.4 3.8
Money Market USD A OT OT LUX 05/13 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 05/14 JPY 8306.00 –3.5 –41.3 –36.5
YMR-N Japan Fund OT OT IRL 05/14 JPY 9377.00 –0.7 –38.5 –32.6
YMR-N Low Price Fund OT OT IRL 05/14 JPY 12818.00 –1.3 –36.1 –31.7
YMR-N Small Cap Fund OT OT IRL 05/14 JPY 5884.00 –8.3 –42.6 –38.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/14 JPY 4164.00 –0.9 –45.9 –35.1
Yuki 77 General JP EQ IRL 05/14 JPY 5960.00 1.0 –40.9 –32.5
Yuki 77 Growth JP EQ IRL 05/14 JPY 5603.00 –5.3 –44.0 –37.8
Yuki 77 Income AS EQ IRL 05/14 JPY 4745.00 –7.2 –39.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/14 JPY 6222.00 –0.3 –39.3 –33.6
Yuki Chugoku Jpn Gro JP EQ IRL 05/14 JPY 4700.00 –8.1 –44.1 –35.5
Yuki Chugoku JpnLowP JP EQ IRL 05/14 JPY 7704.00 –5.9 –33.3 –29.7
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 05/14 JPY 6567.00 –3.0 –42.5 –34.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/14 JPY 4345.00 –4.5 –45.4 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 05/14 JPY 4979.00 –5.7 –37.7 –31.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/14 JPY 4321.00 –8.2 –42.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/14 JPY 4055.00 –4.6 –48.8 –37.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/14 JPY 4231.00 –5.8 –49.4 –39.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/14 JPY 6069.00 –0.5 –44.9 –34.8
Yuki Mizuho Jpn Gen OT OT IRL 05/14 JPY 7972.00 –0.6 –38.8 –33.9
Yuki Mizuho Jpn Gro OT OT IRL 05/14 JPY 5973.00 –4.5 –39.9 –36.1
Yuki Mizuho Jpn Inc OT OT IRL 05/14 JPY 7443.00 –6.4 –38.8 –32.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/14 JPY 4822.00 –3.3 –40.2 –33.1
Yuki Mizuho Jpn LowP OT OT IRL 05/14 JPY 11053.00 –2.5 –30.7 –29.1
Yuki Mizuho Jpn PGth OT OT IRL 05/14 JPY 7390.00 –3.3 –44.3 –36.6
Yuki Mizuho Jpn SmCp OT OT IRL 05/14 JPY 5771.00 –5.9 –44.1 –38.1
Yuki Mizuho Jpn Val Sel OT OT IRL 05/14 JPY 5249.00 1.1 –37.5 –30.9
Yuki Mizuho Jpn YoungCo OT OT IRL 05/14 JPY 2345.00 –1.8 –49.3 –46.4

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/14 JPY 4557.00 1.2 –45.6 –35.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/14 JPY 5038.00 –1.2 –40.2 –33.9

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 –0.6 –21.5 –10.2

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

n HARMONY CAPITAL

email: info@harmonycapitalfund.com

Harmony Cap Ltd A USD OT OT BMU 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 05/01 USD 610.23 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 NS NS NS

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 05/13 EUR 82.88 –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 05/12 USD 57.16 –23.0 15.1 17.9
Superfund GCT USD* OT OT LUX 05/12 USD 2697.00 –18.9 5.0 8.2
Superfund Gold A (SPC) OT OT CYM 05/12 USD 979.74 –12.7 1.0 17.4
Superfund Gold B (SPC) OT OT CYM 05/12 USD 1027.60 –18.5 0.9 17.3
Superfund Q-AG* OT OT AUT 05/12 EUR 7270.00 –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 05/08 EUR 137.67 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 05/08 USD 301.10 12.9 –9.2 5.3

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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Eric Crane of Roswell, Ga., right, is tested on his mixology by Dale DeGroff at a BarSmarts Advanced class in Atlanta.

By David Kesmodel

As the economy sputters, bar-
tenders are going back to school—in
bartending.

Several organizations, including
the world’s second-largest liquor
maker, have begun offering gradu-
ate-style courses to certify drink
makers as “masters” of the craft.
These programs, which mimic those
that anoint wine buffs as somme-
liers, aim to help students find gain-
ful careers in the bar or spirits indus-
tries as well as further legitimize
the profession.

Designers of the new courses
hope to fill the nation’s bars with a
greater number of sophisticated
drink makers, which in turn might at-
tract greater numbers of sophisti-
cated drinkers.

Masters of mixology—the art of
mixing drinks—are in demand these
days as many restaurants and lounges
upgrade their cocktail menus. Restau-
rants, which have seen a falloff in traf-
fic since the recession began, are espe-
cially eager to sell more $8 or $10
drinks, which carry higher profit mar-
gins than dinner entrees.

On a recent afternoon at a Chi-
cago arts center, Pernod Ricard SA
held final exams for its BarSmarts
Advanced mixology class. Aisha
Sharpe, a master mixologist from
New York, ordered 25-year-old stu-
dent Lucas Shelton to begin Mr. Shel-
ton’s final mixology exam: “Give me
a dry martini, an Old Fashioned and a
daiquiri,” said Ms. Sharpe, who was
hired by Pernod to be a class tester.

Mr. Shelton produced the three
cocktails in just under the allotted 10
minutes, although he stumbled on
the Old Fashioned, confused about
whether to use cherry juice or mara-
schino cherries in the drink. (Mara-
schino cherries is correct). “I was
nervous, very nervous,” the Spring-
field, Ill., bartender said afterward.

Mr. Shelton was among some 85
students trying to complete the Chi-
cago version of BarSmarts Ad-
vanced, a month-long $65 course
sponsored by the U.S. unit of Pernod
Ricard, the French maker of Absolut
vodka and Jameson Irish Whiskey.
The invitation-only program has
graduated about 500 students in six
cities since starting last fall.

Pernod’s main rival, Diageo PLC,
has offered a different kind of train-
ing program since 2007 in collabora-
tion with Zagat Survey LLC. The ser-
vice, known as drinkwell, teaches
mixology to the bartending staffs of
restaurants which then have their
cocktail service rated by Zagat.

The U.S. Bartenders’ Guild, an as-

sociation with about 1,000 bartend-
ers, this year began a “master mixol-
ogist” accreditation program. About
30 students have passed the first of
the three phases, which will take
about two years to complete and in-
clude a written thesis. The course is
open to anyone, costing about $900
for nonguild members and $300 for
guild members. It would be tough
for those who lack professional expe-
rience to pass it, says Livio Lauro,
president of the guild.

The new courses are a byproduct
of the nation’s cocktail renaissance of
recent years, fueled by bar managers’
revival of classic drinks like the Side-
car (cognac, Cointreau and lemon
juice) and new recipes that require
fresh ingredients and pricey spirits.

The courses differ from bartend-
ing schools in that they assume
some basic skills and experience
while delving deeply into the his-
tory of distilled spirits and how to
taste them. The courses treat cock-
tail making as an art. “This is no
walk in the park,” says F. Paul Pacult,
who writes books and articles about
distilled spirits and is one of the de-
signers of the BarSmarts course.

Most of the nation’s 500,000 bar-
tenders learn to make drinks on the
job, and a wide disparity exists in
skill levels. Many bartenders who
spend most of their time pouring
beers or whipping up rum-and-cokes
have no idea how to make many clas-
sic cocktails like the Rob Roy (Scotch,
bitters and sweet vermouth).

Pernod has poured more than
$1.5 million into BarSmarts, hoping
to elevate the profession, which in
turn could lead to more bartenders

serving drinks containing its pre-
mium spirits. Students must study a
68-page workbook and take online
quizzes. They then must pass a
100-question final exam and pre-
pare three classic drinks from
among 25 possibilities.

The company tapped Beverage Al-
cohol Resource LLC—a training firm
formed by Mr. Pacult, celebrity mixol-
ogist Dale DeGroff and other drink au-
thorities—to design the course.

About 10% to 15% of students fail
the final exam, Pernod says. The
course generally is limited to people
already in the drinks industry, rang-
ingfrom rookiebartenders to bar own-
ers. (A soon-to-launch online version
will reach more prospective pupils.)

The revival of the nation’s cock-
tail culture has spawned new career
opportunities for drink makers.
More prestige has come with the job
of bartending, too, as experts in the
field such as Mr. DeGroff have
gained fame appearing on television
talk and cooking shows.

Bartender pay varies widely
across the U.S., ranging from $100
to $800 a day, much of it in tips. A
skilled bartender often can com-
mand better tips. In partying cities
like Las Vegas, some bartenders
earn annual incomes in six figures.

Receiving one of the certifica-
tions could increase a student’s
chances of landing a bartending job
or help a student secure a better sal-
ary in positions such as bar manager
or lead bartender, says the bar-
tender guild’s Mr. Lauro.

Besides ascending in the bar-and-
restaurant industry, mixologists
now can aspire to work as brand “am-

bassadors” for major liquor compa-
nies, which have added more such
positions in recent years to educate
bars and retail outlets on creating
cocktails with their brands. Brown-
Forman Corp.’s chief entertaining
officer, Tim Laird, creates recipes us-
ing the company’s brands. Beam Glo-
bal Spirits & Wine Inc.’s mixologist
for national accounts, Philip Rai-
mondo, began his career as a bar-
tender at T.G.I. Friday’s.

Skilled drink makers are also cul-
tivating careers as consultants, help-
ing high-end restaurants to train
their bar staffs and craft cocktail
lists. Derek Brown, 34, a Washing-
ton, D.C., consultant, left a full-time
job as a sommelier last summer to fo-
cus on cocktails. He took Beverage
Alcohol Resource’s five-day interme-
diate certification program last
spring, offered once a year, to bone
up on his knowledge, and says he
earns a comfortable living.

“It used to be people would ask
a bartender, ‘What do you really
do?’” he says. “I think that is chang-
ing because there are a lot of prom-
inent bartenders who are building
reputations.”

Some students in the new
courses see cocktails as a way to ex-
press their artistic sides. Charles
Joly, 33, who logged the top score
at the recent BarSmarts Advanced
exam in Chicago, gave up playing
guitar in punk bands to pursue
what he thought would be a more
promising field.

“It really fulfills a creative need,”
Mr. Joly says of mixing drinks. “It
sounds a little cheesy, but the
shaker is really a canvas.”

Distillers offer tips on mixing it up
Bartending classes
aim to create thirst
for premium cocktails

SABMiller profit drops amid currency woes

CORPORATE NEWS

By Daisuke Wakabayashi

And Yuzo Yamaguchi

TOKYO—Sony Corp. reported a
$1 billion loss for the fiscal year that
ended in March, its first net loss in
14 years, and said losses would get
broader this year as sales of televi-
sion sets, digital cameras and other
electronics continued to slump.

The electronics conglomerate
said it would ramp up cost-cutting
measures and shutter more facto-
ries this year.

Sony, along with other electron-
ics companies, has been crippled by
a global economic slowdown. As de-
mand cooled in 2008, Sony slashed
prices of TVs, video players and cam-
eras to prevent inventory from stack-
ing up. But Sony struggled to cut its
costs in line with falling prices.

The conglomerate expects an-
other unprofitable year. Thursday,
it forecast a net loss of 120 billion
yen ($1.26 billion) in the fiscal year
ending March 31, 2010, compared
with a loss of 98.9 billion yen for the
fiscal year just ended. It would mark
the first consecutive annual losses
in Sony’s corporate history. A year
ago, the company reported a profit
of 369.4 billion yen.

For the quarter ended March 31,
Sony posted a net loss of 165.1 billion
yen versus a year-earlier profit of 29
billion yen, due mostly to a loss of
294 billion yen at the company’s elec-
tronics division. Sales fell 22%.

At the onset of a slowdown in De-
cember, Sony announced plans to
eliminate about 16,000 jobs from its
electronics division and close about
six factories in order to cut 250 bil-
lion yen in annual costs. Now, it
plans to close a total of about eight
factories and make other new cuts.

Sony said on Thursday four of
the closed plants would be in Japan
and that it would shutter, or sell, fac-
tories in the U.S., Mexico, Indonesia
and France, with job cuts exceeding
16,000 workers. Sony Chief Finan-
cial Officer Nobuyuki Oneda said
there will be even more closures and
job cuts in the future.

“As far as the restructuring mea-
sures go, it’s not that we’re doing
anything that different. We are just
going one more step,” he said.

Sony said it now aims to cut costs
by more than 300 billion yen. It will
manufacture more products outside
of Japan, where costs are reduced.
In some cases, Sony won’t produce
the goods at all, relying instead on
contract manufacturers.

The responsibility for Sony’s re-
structuring falls on Chief Executive
Howard Stringer, who wrested away
the title of president last month from
Ryoji Chubachi as part of a manage-
ment shuffle that put him in charge of
the company’s electronics division.

Sony
Net profit/loss, in billions of yen

Note: Fiscal years end March 31 of year shown
Source: the company
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By Michael Carolan

LONDON—SABMiller PLC’s
profit fell 6.9% for its fiscal year,
hurt by higher input costs and weak
currencies in emerging markets.

SABMiller also bought the out-
standing 28.1% interest in Polish
subsidiary Kompania Piwowarska
SA from Kulczyk Holding SA, in a
stock deal with an implied value of
$1.1 billion.

SABMiller said Thursday that

net profit dropped to $1.88 billion
for the year ended March 31 from
$2.02 billion a year earlier.

Revenue rose 6.2% to $25.3 bil-
lion from $23.83 billion.

“Global economic conditions and
consumer demand weakened dur-
ing the year and there remains little
visibility as to the timing of any re-
covery,” said SABMiller, the world’s
second-largest brewer, behind An-
heuser-Busch InBev NV. “How-
ever, the group remains confident

in its medium-term prospects.”
The brewer—which counts

Grolsch, Peroni Nastro Azzurro, Cas-
tle Lager and Pilsner Urquell among
its brands—last month said core la-
ger volume fell 1% in the fourth quar-
ter, hurt by a broad decline in de-
mand. Chief Financial Officer Mal-
colm Wyman said, however, that the
period was “a particularly poor quar-
ter, and therefore, we don’t neces-
sarily see that as an indication of the
year as a whole.”

SABMiller reports its results in
dollars, but a significant proportion
of its earnings come from emerging
economies, which have seen their
currencies weaken in the past year.
A number of emerging-market cur-
rencies have begun to recover in re-
cent weeks.

Higher raw-material costs re-
sulted in a 1.1-percentage-point de-
cline in the year’s operating margin
to 16.3%, despite price increases and
cost savings.

Sony warns
of more losses
amid sales slump
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/13 GBP 6.66 0.1 –27.0 –15.9

Andfs. Borsa Global GL EQ AND 05/13 EUR 5.39 –7.0 –38.4 –25.9

Andfs. Emergents GL EQ AND 05/13 USD 12.42 24.3 –41.0 –15.6

Andfs. Espanya EU EQ AND 05/13 EUR 10.37 –4.1 –35.9 –22.2

Andfs. Estats Units US EQ AND 05/13 USD 12.12 –0.6 –36.0 –21.8

Andfs. Europa EU EQ AND 05/13 EUR 6.31 –2.7 –35.5 –25.6

Andfs. Franca EU EQ AND 05/13 EUR 7.96 –3.8 –35.7 –27.5

Andfs. Japo JP EQ AND 05/13 JPY 455.52 3.9 –34.0 –28.1

Andfs. Plus Dollars US BA AND 05/13 USD 8.38 –0.6 –20.1 –11.8

Andfs. RF Dolars US BD AND 05/13 USD 10.44 2.2 –8.7 –3.9

Andfs. RF Euros EU BD AND 05/13 EUR 9.38 4.8 –13.8 –9.0

Andorfons EU BD AND 05/13 EUR 12.39 3.9 –16.8 –11.9

Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1

Andorfons Mix 30 EU BA AND 05/13 EUR 8.06 –0.5 –27.0 –17.8

Andorfons Mix 60 EU BA AND 05/13 EUR 7.72 –5.0 –36.1 –24.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 05/08 USD 168001.91 24.5 –29.7 –17.2

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 05/14 EUR 9.75 –3.2 –4.6 –2.4
DJE-Absolut P GL EQ LUX 05/14 EUR 173.75 –0.9 –26.2 –15.9
DJE-Alpha Glbl P EU BA LUX 05/14 EUR 155.34 1.0 –20.3 –11.7
DJE-Div& Substanz P GL EQ LUX 05/14 EUR 180.56 3.2 –22.3 –13.6
DJE-Gold&Resourc P OT EQ LUX 05/14 EUR 140.28 7.3 –24.2 –9.9
DJE-Renten Glbl P EU BD LUX 05/14 EUR 123.10 2.9 1.1 0.7
LuxPro-Dragon I AS EQ LUX 05/14 EUR 118.22 27.3 –22.0 –6.1
LuxPro-Dragon P AS EQ LUX 05/14 EUR 115.40 27.2 –22.4 –7.2
LuxTopic-Aktien Europa EU EQ LUX 05/13 EUR 15.04 5.0 –14.3 –8.1
LuxTopic-Pacific AS EQ LUX 05/13 EUR 11.67 29.0 –36.8 –21.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 04/30 USD 36.20 4.7 –49.2 –9.4

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 05/10 SAR 5.79 22.2 NS NS
EFG-Hermes Telecom OT EQ BMU 03/31 USD 24.85 –3.1 –28.2 –12.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 05/13 USD 284.77 16.0 –8.8 –3.6
Sel Emerg Mkt Equity GL EQ GGY 05/13 USD 156.62 19.6 –40.9 –16.5
Sel Euro Equity EUR US EQ GGY 05/13 EUR 76.95 6.0 –39.9 –29.4
Sel European Equity EU EQ GGY 05/13 USD 138.70 0.9 –48.5 –30.2
Sel Glob Equity GL EQ GGY 05/13 USD 146.56 2.0 –43.3 –28.1
Sel Glob Fxd Inc GL BD GGY 05/13 USD 127.53 –1.1 –14.9 –5.0
Sel Pacific Equity AS EQ GGY 05/13 USD 104.88 16.0 –38.5 –18.6
Sel US Equity US EQ GGY 05/13 USD 100.47 –0.3 –38.2 –24.1
Sel US Sm Cap Eq US EQ GGY 05/13 USD 132.00 0.9 –40.1 –28.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/12 EUR 294.59 0.9 –15.1 –9.6
EPB Flexible 50/50 OT OT LUX 05/12 EUR 219.11 1.4 –21.8 –14.7
KBC Eq (L) Europe EU EQ LUX 05/13 EUR 405.80 4.4 –40.8 –29.5
KBC Eq (L) Japan JP EQ LUX 05/13 JPY 16505.00 –1.3 –37.0 –30.6
KBC Eq (L) NthAmer EUR US EQ LUX 05/13 EUR 449.71 –1.6 –39.2 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/13 USD 657.71 –0.9 –37.3 –22.0
KBL Key America EUR US EQ LUX 05/12 EUR 329.69 3.4 –40.4 –23.9
KBL Key America USD US EQ LUX 05/12 USD 347.06 4.2 –39.1 –22.6
KBL Key East Europe EU EQ LUX 05/12 EUR 1500.36 41.8 –51.2 –29.3
KBL Key Eur Sm Cie EU EQ LUX 05/12 EUR 701.42 11.6 –42.8 –33.3

KBL Key Europe EU EQ LUX 05/12 EUR 533.60 2.9 –32.4 –25.5

KBL Key Far East AS EQ LUX 05/12 USD 1078.66 19.6 –34.9 –18.6

KBL Key Major Em Mkts GL EQ LUX 05/12 USD 453.66 32.4 –47.4 –18.7

KBL Key NaturalRes EUR OT EQ LUX 05/12 EUR 405.69 19.1 –32.8 –15.1

KBL Key NaturalRes USD OT EQ LUX 05/12 USD 421.92 17.0 –40.5 –14.6

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 05/08 USD 42.49 24.5 –38.0 –18.3

LG Asian Plus AS EQ CYM 05/08 USD 42.01 11.2 NS –18.0

LG Asian SmallerCo's AS EQ BMU 05/13 USD 68.52 24.2 –45.5 –34.5

LG India EA EQ MUS 05/07 USD 37.35 17.0 –48.0 –22.2

Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/13 EUR 21.43 –18.3 –61.0 –50.8
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Few recovery signs for Japanese banks
Lenders to struggle
even as the economy
starts to get better

By Peter Stein

HONG KONG—Official silence
over the retirement plans of Hong
Kong’s de facto central banker, the
only man to hold his position since it
was created in 1993, is creating un-
ease at a time when the territory is
drawing closer to China’s financial
orbit.

Joseph Yam, chief executive of
the Hong Kong Monetary Authority,
is expected to leave the post in Sep-
tember, according to people in gov-
ernment familiar with the matter. In
Hong Kong, the imminent departure
is treated as an open secret.

Mr. Yam is widely respected for
having helped to create much of the
city’s financial infrastructure, for
the sound regulation of its banks,
and for protecting the Hong Kong
currency’s longstanding link to the
U.S. dollar.

Norman Chan, a former deputy to
Mr. Yam who is now a close aide to
Hong Kong Chief Executive Donald
Tsang, is considered the favorite to
take his place, the people familiar
with the matter said. Government of-
ficials have declined to officially com-
ment. Spokesmen for Messrs. Tsang,
Chan and Yam declined to comment.

Few people anticipate big

changes when Mr. Yam leaves, but
some believe any uncertainty sur-
rounding such an important post
could undermine confidence in
Hong Kong’s status as a premier fi-
nancial center.

The government “should have
come up with something faster and
in clearer terms,” says Alex Fong,
who runs the Hong Kong Gen-
eral Chamber of Commerce.
Though he said he’s gener-
ally supportive of Mr. Chan,
he added, “This is not a thing
that’s good for the market.”

Apart from his other du-
ties, Mr. Yam manages for-
eign reserves that in March
totaled US$186 billion. Last
year, Mr. Yam made US$1.5
million, making him one of
the highest-paid govern-
ment officials in the world.

It’s unlikely a transition would
lead to a change anytime soon in the
policy Mr. Yam is best known for
maintaining: Hong Kong’s 26-year-
old peg of its currency to the U.S. dol-
lar.

However, expectations of a
change in leadership at the HKMA
come at a time when Hong Kong and
mainland China’s financial systems—
kept separate by the terms of Hong

Kong’s handover from British to Chi-
nese sovereignty in 1997—are draw-
ing closer together. Hong Kong
banks are preparing to trade more
in Chinese yuan, China is looking at
letting its banks issue yuan bonds in
the territory, and stock exchanges in
Hong Kong, Shanghai and Shenzhen
are working on ways to cooperate.

Moving closer finan-
cially to China while keep-
ing the U.S. dollar peg could
be a sensitive process. Mr.
Tsang, the top Hong Kong
official, drew unwanted at-
tention in March when he
spoke about possible links
between the Hong Kong dol-
lar and the yuan once the
Chinese currency was fully
convertible. He noted, how-
ever, that achieving yuan
convertibility would be

complicated and any rethink of Hong
Kong’s peg to the U.S. dollar would be
“many, many, many, many years
down the road.”

The HKMA chief is appointed by
Hong Kong’s financial secretary,
though there’s no precedent for a
change in leadership. It is believed a
new chief would need the blessing of
China’s central government, although
officially there’s nothing in the law

that requires Beijing’s approval.
Mr. Chan’s experience makes

him a natural candidate to succeed
Mr. Yam. A top executive of the
HKMA who joined during its
start-up in 1993, he left in 2005 to be-
came Standard Chartered PLC’s vice
chairman for Asia. His close ties to
Mr. Tsang could be even more signif-
icant. Mr. Chan served as the chief
executive’s adviser during political
campaigns in 2005 and 2007 that
helped to secure his position as
Hong Kong’s leader.

In recent weeks, Mr. Yam and the
HKMA have come under fire from
lawmakers for not doing enough to
restrict or regulate the sales of so-
called minibonds—risky structured
financial products—backed by Leh-
man Brothers and distributed by lo-
cal banks. They have also criticized
a 15% rise in Mr. Yam’s pay package
last year, when the Hong Kong Ex-
change Fund lost 5.6% of its value.

In a statement to legislators, Mr.
Yam defended the HKMA’s regula-
tory efforts and noted that “no regu-
latory system is able to prevent all
incidents of non-compliance.”

A government official said
HKMA staff compensation is meant
to be competitive with the private
sector.
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By Alison Tudor

TOKYO—Japan’s recession is
likely to bottom out around Septem-
ber, but bad debts at Japanese
banks will remain high throughout
this year, said Katsunori Nagayasu,
chairman of the Japanese Bankers
Association.

His comments come as hopes
mount that the world’s second-larg-
est economy is pulling itself out of
its deepest recession since World
War II and that the Japanese govern-
ment’s measures to reboot the econ-
omy may be starting to pay off.

Bank of Japan Governor Masaaki
Shirakawa on Wednesday tenta-
tively noted signs of recovery, and
Japanese industrial-production
data racked up its first increase for
six months during March.

In the banking sector, however,
signs of a broader recovery are still

scarce. Bank lending has grown dur-
ing the financial crisis but largely be-
cause capital markets were frozen,
hindering companies’ efforts to
raise commercial paper.

Also the number of Japanese cor-
porate bankruptcies, which drive
banks’ credit costs higher, rose 9.4%

in April from a year earlier to 1,329
cases, the 11th straight monthly rise,
data analytics firm Tokyo Shoko Re-
search said on Wednesday.

“The economy may bottom out
in September, but credit costs and
the economy do not move exactly in
tandem, so I think bad debts at
banks will remain quite high all this
year,” said Mr. Nagayasu, who is also
the president of Bank of Tokyo-Mit-
subishi UFJ, the main banking unit
of Mitsubishi UFJ Financial Group
Inc.

Rises in credit costs, as well as
valuation losses for stocks in their
portfolios, have hit the earnings of
Japanese banks hard during the fis-
cal year ended March 31, even as
their losses from risky mortgage se-
curities have been far smaller than
those suffered by some of their West-
ern counterparts.

Banks reported bankrupt and
quasi-bankrupt loans at 877 billion
yen ($9.2 billion) at the end of De-
cember, up from 478 billion yen in
March 2008, according to analysts
at broker CLSA Asia-Pacific Mar-
kets. Japan’s so-called mega banks
will report results in the coming

week, starting with Mizuho Finan-
cial Group Inc. and Sumitomo Mit-
sui Financial Group Inc., both on Fri-
day, and MUFG on Tuesday.

Tokyo Shoko Research also
warned that the effects of govern-
ment measures to help small busi-
nesses will gradually peter out and
banks are likely to get tougher with
struggling Japanese companies.

“Of course we would like to keep
credit cost as low as possible, but
that doesn’t mean we will tighten our
funding. Since the top priority is for
the economy to recover, funds should
flow smoothly—we will take risks
when we can,” said Mr. Nagayasu.

Interest rates on longer-term
bank loans have edged higher dur-
ing the financial crisis, but from a
relatively low base. They peaked in
December at 2.4%, according to
Bank of Japan data.

In recent months rates on long-
term loans have started to ease back,
and financial analysts expect the
level of bank lending to normalize as
capital markets recover and cash
hoarding by companies lessens.
 —Kiyoe Minami

contributed to this article.

Leadership shift at Hong Kong central bank

Joseph Yam

Katsunori Nagayasu expects bad debts
to remain high in Japan.
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SHANGHAI—An unusual bond
from China National Petroleum
Corp. may mark a fresh direction for
corporate fund raising in China.

The state-owned company, which
controls PetroChina Co., this week
became the first nonfinancial firm to
sell a bond denominated in U.S. dol-
lars in China. The securities will
trade only domestically. Analysts
say more companies could follow.

A U.S. dollar bond offers China’s
cash-rich corporate and individual
savers a place to invest some of their
U.S. dollar deposits, while offering lo-
cal companies a new source of capi-
tal to fund acquisitions abroad, away
from the scrutiny of international
credit markets and the risk of abrupt
changes in global currency markets.

The U.S. dollar bond sale “will al-
low companies to raise foreign-cur-
rency funds at low costs, drive the
‘overseas expansion’ strategies of
capable companies,” People’s Bank
of China Vice Gov. Liu Shiyu said in a
statement Thursday.

It also could help push the interna-
tionalization of China’s bond market,
he said. In addition, Beijing has ex-
pressed concern about the country’s
potential overexposure to invest-
ments in U.S. government securities.

U.S. dollar bonds from Chinese
firms can soak up dollars that might
otherwise be exchanged for yuan, a
process that has sustained upward
pressure on the Chinese currency.

The government hasn’t said
which company might follow CNPC,
one of China’s largest companies. Be-
fore this bond, only two policy
banks had sold foreign-currency
bonds within China.

CNPC appeared to have no trou-
ble with its $1 billion issue. The sale
was part of a $3 billion funding pro-
gram through 2011.

The company sold $1 billion of
three-year bonds Monday on the do-
mestic interbank market with a cou-
pon 0.62 percentage point above the
six-month London interbank of-
fered rate, according to underwrit-
ers. That was a smaller premium
than had been expected. It was un-
clear why the bond issue was an-
nounced only Thursday.

“With the growing foreign-cur-
rency deposits and limited channels
to use dollar investment, banks
showed strong interest in CNPC’s
bond sale,” said a Beijing-based ana-
lyst at a state-owned bank.

Agricultural Bank of China Co.
and Bank of China Ltd. were in charge
of the sale.
 —Dow Jones Newswires

CNPC dollar bond
hints at a change
in Chinese rules
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Novartis to sell OTC heartburn drug

Rusal says output cuts not needed

By Miguel Bustillo

And Rachel Dodes

The chief executives of retailers
Wal-Mart Stores Inc. and Kohl’s
Corp. said Thursday that the diffi-
cult economy is helping them gain
market share from competitors, but
cautioned they aren’t yet convinced
the recession is abating.

Discount retailer Wal-Mart re-
ported flat first-quarter profit due
to a decline in international results,
while department-store chain
Kohl’s posted a 10% earnings drop
on flat sales.

While Wal-Mart only matched its
year-ago profit, the $3 billion, or 77
cents a share,that it posted for the
quarter ended April 30 outper-
formed retail competitors that have
reported thus far.

The world’s largest retailer by
revenue forecast profit of between
83 cents and 88 cents a share for its
fiscal second quarter. But execu-
tives of the Bentonville, Ark., chain
struck a cautionary note, saying it
would have a tough time exceeding
the 86 cents a share it earned last
year when stimulus checks were dis-
tributed to U.S. consumers.

New customers made up 17% of
Wal-Mart’s increased visitors, and
their purchases were 40% higher on
average than its traditional shop-
pers, said U.S. operations chief Edu-
ardo Castro-Wright. Customer vis-
its have “accelerated to levels we
have not seen in several years,” Mr.
Castro-Wright said.

Wal-Mart’s earnings were buoyed

by the continued strong perform-
ance of its U.S. stores, which re-
ported sales at stores open at least a
year rose 3.7%. But its international
operations continued to be a drag
on the company’s bottom line,
largely due to the rise in the value of
the U.S. dollar. Wal-Mart’s net sales
were $93.5 billion, compared to $94
billion last year.

Wal-Mart Chief Executive Mike
Duke predicted that Wal-Mart would
be able to hang on to the new shop-
pers it has gained after the recession
ends. The world’s largest retailer
noted that it is aggressively spending
on improving technology systems
and sprucing up aging U.S. stores.

Kohl’s reported earnings of $137
million or 45 cents a share for the pe-
riod that ended May 2, compared to
$153 million, a year earlier. The
Menomonee Falls, Wis., retailer’s
revenue inched up 0.4% to $3.64 bil-
lion, but sales at stores open at least
a year dropped 4.2%.

The company raised its full-year
profit outlook, saying it expects to
earn between $2.19 and $2.42 a
share. Analysts said they believe the
discount department store is being
too conservative in its predictions.
Kohl’s recently took over 36 loca-
tions from liquidating retailer
Mervyn’s LLC in California, where it
has been a strong performer.

Chief Executive Kevin Mansell
said he expected consumers to re-
main skittish about spending. “We
are trying to recognize there is
high unemployment, low con-
sumer sentiment, [and] most con-
sumers are stretching their dol-
lars,” he said.

Separately, Urban Outfitters
Inc. reported a 28% drop in first-
quarter profit, to $30.8 million from
$42.6 million, a year earlier. “Our
data tells us the customer is buying
less and that she’s more discriminat-
ing,” Chief Executive Glen Senk said
on a conference call Thursday.

Wal-Mart posts flat net
Executives cautious,
not convinced that
recession is abating

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

A stronger U.S. dollar trimmed international results at Wal-Mart, which posted
flat quarterly sales. Shoppers entered a New Jersey store in February.

Heineken NV

Dutch brewer Heineken NV’s
soda-drinks unit Vrumona said in a
newspaper ad Thursday that a Dutch
grocery chain owned by Ahold NV
will remove Vrumona products from
its shelves, citing a “business con-
flict.” A representative for supermar-
ket chain Albert Heijn said the dis-
pute centers on pricing. “We aren’t
in negotiations with Vrumona any-
more. But they indicated in the news-
paper advertisement [they are] will-
ing to resolve the problem as soon as
possible, so we expect that Vrumona
will come up with a new proposal
soon,” the representative said. Vru-
mona director Jan-Kees Nieman
said that the drinks company has
been in negotiations with Albert
Heijn for several months about the
2009 contract. He declined to com-
ment on the sales the company gen-
erates at the chain, but said “Albert
Heijn, with a market share of over
30% in the Netherlands, is an impor-
tant customer for us.”

Deutsche Lufthansa

The EuropeanCommission cleared
a plan by Deutsche Lufthansa AG to
buy U.K.’s British Midland Airways, or
bmi. After examining the operation,
the commission, the European
Union’s executive arm, concluded
that the transaction wouldn’t signifi-
cantly impede competition in the Eu-
ropean EconomicArea or any substan-
tial part of it. Lufthansa, which al-
ready held a 30%-minus-one-share
stake in bmi, will own 80% of the bud-
get carrier after the deal is completed.
The German airline agreedto take con-
trol of bmi in October after founder
Michael Bishop exercised an option to
sell the carrier his 50%-plus-one-shar
e stake. Scandinavian carrier SAS AB
owns the remaining 20% of bmi. The
EU is also investigating Lufthansa’s
proposed takeover of unprofitable
Austrian Airlines AG and its plan to
buy Belgian rival Brussels Airlines.

—Compiled from staff
and wire service reports.

By Anita Greil

Novartis AG received U.S. ap-
proval to sell a nonprescription ver-
sion of a popular heartburn drug,
which could help revive sales at its
consumer-health division.

Novartis said the Food and Drug
Administration approved an over-
the-counter version of Takeda Phar-
maceutical Co.’s Prevacid. Novartis

has licensed certain rights from
Takeda’s North America unit.

The prescription-strength ver-
sion of the drug was one of the top
five prescription brands in the U.S.,
with annual sales of $3.37 billion in
2008, said Karl-Heinz Koch, an ana-
lyst at broker Helvea in Zurich.

Sales of the lower-dose, over-the-
counter version will be much
smaller, with analysts’ estimates

ranging from $150 million to $200
million, but would still be a wel-
comed boost at Novartis’s con-
sumer-health unit, which has suf-
fered from the economic downturn.

Sales at the division fell 11% in
the first quarter to $1.3 billion. The
drop was mainly due to the dollar’s
strength, but even excluding cur-
rency effects, revenue would have
risen only 1%.

A WSJ NEWS ROUNDUP

Russian aluminum producer
United Co. Rusal said it doesn’t need
to deepen production cuts if alumi-
num prices stay above $1,400 a met-
ric ton, but said prices aren’t expected
to recover significantly until 2011.

Rusal’s director of strategy, Ar-
tem Volynets, said he thinks the alu-
minum market has bottomed out
and that “the only way now is up.”
He said the decline in European de-
mand for the metal is slowing, while
Chinese demand continues to rise.

“The main support comes from
China, where the green shoots are al-
ready growing into tall trees,” he said.

The stance marks a change from
March, when the company said it
didn’t rule out doubling its cuts. Rusal
had earlier announced a 500,000 ton,
or 11%, cut in its production of alumi-
num, which is used in the struggling
automotive and aerospace sectors.

A price recovery will start at the
end of this year, with a slight im-
provement next year, Mr. Volynets
said. But prices are expected to rise
significantly only in 2011, as de-
mand returns to pre-crisis levels
and supplies are hampered by
project delays and smelters put off-
line, he said.

Aluminum prices, which stood at
around $1,400 a ton in March, are
currently up 8% at $1,512 a ton. That
is still down 55% from the peak of
$3,380 a ton last July.

Separately, Oleg Mukhamedshin,
Rusal’s director for capital markets,
said he expects the company to se-
cure an extra seven to eight years to
repay its $7.3 billion debt to interna-
tional banks and said it doesn’t plan
to surrender a stake in the company
as payment.

Rusal, controlled by indebted
billionaire Oleg Deripaska, also

hopes this month to reach agree-
ment with Russian state bank VEB
on extending repayment of the
$4.5 billion loan on which its stake
of about 25% in nickel miner OAO
Norilsk Nickel depends.

Rusal has been given the go-
ahead to extend its standstill agree-
ment with banks by one month until
June 11, giving it room to negotiate
its debt restructuring with its inter-
national lenders. The standstill
agreement covers more than 30
transactions, including syndicated
and bilateral loan agreements, bank
guarantees and letters of credit.

Mr. Deripaska, once Russia’s rich-
est man, is scrambling to save his
heavily indebted business empire,
of which Rusal is the centerpiece. He
won a bailout loan from Russia late
last year, but officials have since
said they will no longer offer finan-
cial lifelines to struggling tycoons.
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Parmalat SpA

Italian dairy company Parmalat
SpA said its quarterly net profit
nearly doubled, boosted by im-
proved results from industrial oper-
ations and higher proceeds from liti-
gation settlements linked to its
2003 bankruptcy. Parmalat’s net
profit for the first quarter was
Œ176.3 million, up from Œ90.2 mil-
lion in the year-earlier period. Earn-
ings before interest, taxes, deprecia-
tion and amortization, or Ebitda,
rose 13% to Œ72.4 million, while reve-
nue fell 3% to Œ904.6 million from
Œ932.2 million. The Parma, Italy-
based company confirmed its fore-
cast for the full year, expecting reve-
nue growth of 2% to 4% and Ebitda
ranging from Œ310 million to Œ320
million, assuming constant ex-
change rates.

Cie. Financière Richemont SA

Luxury-goods maker Cie. Finan-
cière Richemont SA gave a cautious
forecast as it posted a 31% decline in
profit for its fiscal year. The Geneva-
based company said net profit for
the year ended March 31 fell to Œ1.08
billion ($1.47 billion) from Œ1.57 bil-
lion a year earlier, hurt by a decline
in second-half demand, restructur-
ing measures and the spinoff of its
stake in British American Tobacco
PLC. But strength in the first half
boosted sales 2% to Œ5.42 billion.
Richemont, owner of jeweler Cart-
ier, said “there are very few encour-
aging signs in the global economic
picture.” Richemont plans to extend
a share buyback, purchasing up to
5.4 additional shares until May 2011.
The company will pay a dividend of
0.30 Swiss franc (27 U.S. cents) a
share. Chief Executive Norbert Platt
plans to retire at the end of 2009,
the company said.

RWE AG

RWE’s profit doubles
on higher electricity prices

German utility RWE AG said its
first-quarter net profit more than
doubled as higher prices on its elec-
tricity sales contracts offset a de-
cline in demand. The Essen, Ger-
many, company said net profit rose
to Œ1.75 billion ($2.38 billion) from
Œ809 million a year earlier. Sales
rose 8.4% to Œ14.52 billion. RWE said
operating profit, driven by excep-
tionally high profit contributions
from its trading business and gas
midstream activities of RWE Supply
& Trading, rose 4.8% to Œ2.62 bil-
lion. The utility, which is targeting
Dutch peer Essent NV in a Œ9.3 bil-
lion takeover offer, reiterated that it
expects this year’s earnings before
interest, taxes, depreciation and am-
ortization as well as operating
profit to come in at the 2008 levels.

Thomas Cook Group PLC

Thomas Cook Group PLC said its
fiscal first-half net loss widened,
but raised its dividend and added it
is confident of meeting full-year
forecasts. The U.K.-based tour oper-
ator reported a net loss of £206.4
million ($312.5 million) for the six
months ended March 31, compared
with a £175 million loss a year ear-
lier. However, revenue rose 13% to
£3.48 billion from £3.09 billion
thanks to currency fluctuations and
contributions from acquisitions.
Chief Executive Manny Fontenla-No-
voa warned that while foreign-ex-
change rates and fuel costs didn’t
pose an issue this year because of
hedging policies, the factors would
be a concern next year. Average sell-
ing prices increased in all markets.

Virgin Atlantic Airways Ltd.

Virgin Atlantic Airways Ltd.
President Richard Branson said a
proposed joint venture led by AMR
Corp.’s American Airlines and Brit-
ish Airways PLC would be “abso-
lutely disastrous” for industry com-
petition and could threaten some
carriers’ survival, including his
own. Members of the Oneworld Alli-
ance, led by American and BA, are
awaiting approval from the U.S.
Transportation Department for anti-
trust immunity, which would allow
them to cooperate on scheduling
and revenue sharing. Mr. Branson
was speaking at the National Press
Club in Washington. American Air-
lines replied that Mr. Branson was
guilty of “fear mongering” and said
the deal would enhance competi-
tion. A Transportation Department
spokeswoman couldn’t immedi-
ately be reached.
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Gl Balanced (Euro) I EU BA LUX 05/13 USD 13.32 2.1 –30.5 NS
Gl Balanced A US BA LUX 05/13 USD 13.51 1.7 –32.8 –19.0
Gl Balanced B US BA LUX 05/13 USD 12.93 1.3 –33.5 –19.8
Gl Balanced I US BA LUX 05/13 USD 13.95 1.9 –32.3 –18.4
Gl Bond A US BD LUX 05/13 USD 8.64 2.5 –1.2 1.1
Gl Bond A2 US BD LUX 05/13 USD 14.60 2.7 –1.2 1.1
Gl Bond B US BD LUX 05/13 USD 8.64 2.2 –2.2 0.0
Gl Bond B2 US BD LUX 05/13 USD 12.87 2.4 –2.2 0.1
Gl Bond I US BD LUX 05/13 USD 8.64 2.7 –0.6 1.7
Gl Conservative A US BA LUX 05/13 USD 13.35 2.1 –17.8 –9.4
Gl Conservative A2 US BA LUX 05/13 USD 14.88 2.1 –17.8 –9.4
Gl Conservative B US BA LUX 05/13 USD 13.33 1.7 –18.6 –10.3
Gl Conservative B2 US BA LUX 05/13 USD 14.23 1.7 –18.6 –10.3
Gl Conservative I US BA LUX 05/13 USD 13.40 2.4 –17.1 –8.7
Gl Eq Blend A GL EQ LUX 05/13 USD 8.96 0.2 –49.5 –31.3
Gl Eq Blend B GL EQ LUX 05/13 USD 8.46 –0.1 –50.1 –32.0
Gl Eq Blend I GL EQ LUX 05/13 USD 9.40 0.5 –49.1 –30.8
Gl Growth A GL EQ LUX 05/13 USD 32.11 –0.4 –50.1 –30.3
Gl Growth B GL EQ LUX 05/13 USD 26.98 –0.8 –50.6 –31.0
Gl Growth I GL EQ LUX 05/13 USD 35.48 –0.1 –49.7 –29.8
Gl High Yield A US BD LUX 05/13 USD 3.44 20.3 –17.8 –9.5
Gl High Yield A2 US BD LUX 05/13 USD 6.96 20.8 –17.8 –9.5
Gl High Yield B US BD LUX 05/13 USD 3.44 19.7 –18.9 –10.5

Gl High Yield B2 US BD LUX 05/13 USD 11.26 20.4 –18.7 –10.4
Gl High Yield I US BD LUX 05/13 USD 3.44 20.7 –17.2 –8.9
Gl Value A GL EQ LUX 05/13 USD 8.56 0.8 –49.1 –32.4
Gl Value B GL EQ LUX 05/13 USD 7.91 0.4 –49.6 –33.1
Gl Value I GL EQ LUX 05/13 USD 9.05 1.0 –48.7 –31.9
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 05/13 USD 109.15 –7.0 –23.8 –19.5
Int'l Health Care B OT EQ LUX 05/13 USD 92.65 –7.4 –24.6 –20.3
Int'l Health Care I OT EQ LUX 05/13 USD 118.65 –6.8 –23.2 –18.9
Int'l Technology A OT EQ LUX 05/13 USD 77.49 5.9 –40.4 –21.0
Int'l Technology B OT EQ LUX 05/13 USD 67.58 5.6 –41.0 –21.8
Int'l Technology I OT EQ LUX 05/13 USD 86.45 6.2 –39.9 –20.4
Japan Blend A JP EQ LUX 05/13 JPY 5506.00 2.6 –40.9 –31.4
Japan Growth A JP EQ LUX 05/13 JPY 5396.00 –3.0 –41.1 –32.2
Japan Growth I JP EQ LUX 05/13 JPY 5524.00 –2.7 –40.7 –31.6
Japan Strat Value A JP EQ LUX 05/13 JPY 5563.00 7.9 –41.2 –30.9
Japan Strat Value I JP EQ LUX 05/13 JPY 5682.00 8.2 –40.7 –30.3
Real Estate Sec. A OT EQ LUX 05/13 USD 9.91 –7.1 –50.1 –35.8
Real Estate Sec. B OT EQ LUX 05/13 USD 9.12 –7.4 –50.5 –36.4
Real Estate Sec. I OT EQ LUX 05/13 USD 10.60 –6.9 –49.6 –35.2
Short Mat Dollar A US BD LUX 05/13 USD 6.70 0.5 –13.1 –11.2
Short Mat Dollar A2 US BD LUX 05/13 USD 8.81 0.6 –13.2 –11.3
Short Mat Dollar B US BD LUX 05/13 USD 6.70 0.3 –13.5 –11.6
Short Mat Dollar B2 US BD LUX 05/13 USD 8.79 0.3 –13.6 –11.6
Short Mat Dollar I US BD LUX 05/13 USD 6.70 0.7 –12.6 –10.7
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Growth concerns hammer
miners; Rio Tinto falls 12%

Europe ex-UK Small/Mid Cap
Funds that invest primarily in the equities of small- and mid-cap companies in continental
Europe. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending May 14, 2009

Leading 15 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Fourton Fourton Oy EURiFinland –1.69 –36.40–20.28 6.89
Stamina Acc

4 JOHCM Cont J O Hambro Capital EURiUnited Kingdom 6.33 –36.49–24.22 NS
Select Val EUR I Acc Management Limited

3 Baillie Baillie Gifford & GBPiUnited Kingdom 17.10 –37.38–25.57 8.18
Gifford Eur Sm Co B Inc Co Limited

4 Jupiter Jupiter Unit Trust GBPiUnited Kingdom 6.86 –38.63–19.97 5.24
European fund Inc Managers Ltd

3 Fourton Fourton Oy EURiFinland –2.48 –39.15–23.57 6.11
Odysseus Acc

3 Waverton Waverton EURiIreland 2.84 –40.30–29.61 NS
Continental European A EUR Acc Investment Funds PLC

4 Ignis Ignis Asset GBPiUnited Kingdom –0.05 –40.34–23.01 NS
Argonaut Europ Inc A Acc Management

4 Baring Baring Fund EURiUnited Kingdom 7.73 –41.46–22.65 9.88
Europe Select Trust EUR Inc Managers Ltd

NS Liontrust Liontrust GBPiUnited Kingdom 3.70 –42.07–22.81 NS
Continental Europe Inc Investment Funds Ltd

5 Threadneedle Threadneedle EURiUnited Kingdom 5.11 –42.10–25.64 11.34
Eurp SmCos Inst Net EUR Acc Investment Services Limited
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By V. Phani Kumar

And Rosalind Mathieson

SINGAPORE—Asian shares fell
as weak economic data from the U.S.
encouraged investors to lock in re-
cent profits.

Thursday’s decline came in the
wake of a retreat on Wall Street af-

ter data showed a
drop in April retail
sales in the U.S. A
steep fall in copper
and crude-oil

prices overnight dragged on com-
modity stocks, with shares in Rio
Tinto falling in Sydney on concerns
that it may raise capital.

Japan’s Nikkei Stock Average of
225 companies fell 2.6% to 9093.73,
Australia’s S&P/ASX 200 fell 3.4% to
3723.40 and Hong Kong’s Hang Seng
skidded 3% to 16541.69.

China’s Shanghai Composite
dropped 0.9% and South Korea’s Ko-
spi lost 2.4%. India’s Sensex shed
1.2%, while Singapore’s Straits
Times Index skidded 2.9%.

In Tokyo, shares in export-ori-
ented companies also were hurt by
the rising value of the yen. Toyota

Motor fell 4.1%, while Sony ended
6.8% lower ahead of the release of its
annual results. Nikon, which
Wednesday reported a net loss for
the fourth quarter ended March,
tumbled 8.4%.

In Sydney, Fairfax Media fell 5.1%
after Standard & Poor’s downgraded
its credit rating to double-B-plus.
Fairfax said it remained “comfort-
ably within its various financial cove-
nants.”

Selling continued in Rio Tinto, re-
flecting concerns about its outlook
and chatter about the potential for a
rights issue, which would dilute
shareholdings. Rio fell 12%. BHP Bil-
liton was down 6.2%.

The results of index provider MS-
CI’s semiannual review also affected
stocks in Asia. StarHub’s shares
gained 4% in Singapore trading on
news it would be added to the MSCI
Singapore Index. SK Broadband
was up 7.8% in Seoul on its inclusion
in the Global Standard Indexes.

In Hong Kong, HSBC Holdings
and China Mobile weighed on the
Hang Seng Index, both dropping
4.2% each.  —Leslie Shaffer

contributed to this article.

By James T. Areddy

And Denis McMahon

SHANGHAI—As the U.S. em-
barks on a plan to keep track of deriv-
atives trading by pushing more ac-
tivity through formal exchanges
where it can be monitored, some ex-
perts point to the fledgling China
market as one of the few that uses
electronic oversight.

This week, the Obama adminis-
tration proposed sweeping changes
in the way certain derivatives are
regulated, in particular by requiring
that many trades be processed
through a centralized exchange to
improve transparency.

Today, U.S. derivatives trade
over the counter, meaning infor-
mally in deals settled between bank-
ers speaking on the telephone.

China, instead, requires banks to
disclose to regulators details of each
trade in yuan-denominated deriva-
tives, either by funneling activity
onto an exchange or electronically
registering the deal afterward. That
makes it unique among major econo-
mies, according to the International
Swaps & Derivatives Association
Inc., or ISDA.

Having a trove of data theoreti-
cally puts regulators in a better posi-
tion to monitor the scale of trading
and clamp down on risky behavior.
Last year, China drew on commodi-
ties futures data to unwind a messy
set of copper trades, for instance.

Even before the nudge from
Washington, the derivative indus-
try was bracing for more regulation.
Debt-related derivatives pulled
banks, securities firms and home-
owners into massive, but poorly rec-
ognized, financial relationships

that may have worsened what other-
wise could have been a more benign
downturn in U.S. real estate.

A few years ago, when China be-
gan to permit derivatives trading,
banks scoffed that Beijing was being
“big brotherly” by requiring them
to register each transaction, Keith
Noyes, ISDA’s Asia director, said in a
recent interview.

Today, Mr. Noyes said, that’s not
seen as such a bad thing. “What they
have actually done is collect infor-
mation that regulators in the West
are wanting.”

No doubt, China’s financial-deriv-
atives arena, at less than five years
old, is worth only a fraction of the
$531.2 trillion notional value ISDA
put on derivatives world-wide at
Dec. 31.

Never comfortable with the often
complex nature of derivatives and
wary of how obscure products might
affect official control over the yuan
exchange rate, China has permitted
banks to trade the products only with
extreme caution. Policy makers, nev-
ertheless, say they recognize the posi-
tive side of derivatives, a point made
Thursday by a deputy director of the

State Administration of Foreign Ex-
change, Deng Xianhong.

The world’s most actively traded
derivative products, contracts that
bet on the direction of interest rates,
weren’t permitted in China until
three years ago. For all of 2008, just
4,000 interest-rate deals were done,
with a value of $60.4 billion, accord-
ing to central-bank data. That is 1.5%
of the $403.1 trillion outstanding
world-wide in the products at the
end of last year, according to ISDA.

Technologically, China’s system
involves registering on Shanghai’s
China Foreign Exchange Trade Sys-
tem & National Interbank Funding
Center. It is considered relatively ad-
vanced. Bankers say that while Chi-
na’s market remains tightly regu-
lated in terms of what products they
can offer and how the derivatives
products can be priced, registration
is straightforward and has little
bearing on how deals get done.

China has been slower to em-
brace other foundations of the glo-
bal derivatives business, namely a le-
gal framework for dealing with bank-
ruptcy and a standard for sorting
out large positions, called netting.

China’s derivatives oversight
Required disclosure
puts clamp on risk;
an example for U.S.?

FUND SCORECARD

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

ASIAN-PACIFIC
STOCKS

BEIJING—Direct foreign invest-
ment into China slipped 23% in April
from a year earlier to $5.892 billion,
a person familiar with the data said,
a further sign that economic recov-
ery isn’t yet firmly in place in China.

The person, who spoke on the
condition of anonymity, said actual
direct foreign investment in the
first fourth months of this year fell
21% to $27.669 billion.

The Ministry of Commerce is ex-
pected to issue official April foreign-

investment data in the next few days.
The sharp drop in April, the sev-

enth month of year-to-year decline,
followed a 9.5% drop in foreign in-
vestment recorded for March.

The April drop came from a high
base, as direct foreign investment
rose nearly 53% in April 2008.
Amid retrenchment by multination-
als struggling with recession at
home, the decline in China’s invest-
ment underscores how fragile eco-
nomic recovery is in the world’s

third-largest economy.
April data out this week showed

that while an aggressive domestic
stimulus program continues to ac-
celerate, exports extended their de-
cline, and growth in industrial pro-
duction slowed.

Last year, inbound foreign direct
investment grew almost 7% from its
level in 2007, but the growth was
tepid when compared with the tri-
pling in growth of China’s outbound
investments abroad.

Direct foreign investment slides again in China

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

Sources: China Foreign Exchange Trade System & National Interbank Funding Center; International 
Swaps & Derivatives Association

Currency trade
In the $530 trillion global derivatives market, newcomer China is a small but 
technologically advanced participant. Here are nominal principal amounts in 
key products for 2008:

Products

Yuan/Foreign Exchange Swap

Yuan/Foreign Exchange Forward

Yuan Interest Rate Swap

Yuan Bond Forward

Yuan Forward Rate

$440

$17

$60

$73

$1.7

Value, in billions of U.S. dollars
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By Gerald F. Seib

It now appears that U.S. Presi-
dent Barack Obama’s shrewdest per-
sonnel move wasn’t making Timo-
thy Geithner his Treasury secretary,
or Lawrence Summers his chief eco-
nomic adviser.

It was keeping Robert Gates, a
Bush administration holdover, as

secretary of de-
fense.

Mr. Gates is a
smart guy, tough in
his own clipped

manner, and an extremely shrewd
bureaucratic operator. All that was
known before the president decided
to keep him on.

What’s now clear is that Mr.
Gates, as someone appointed to
top national-security jobs by the
past two Republican presidents,
brought to the table a credibility
that no Obama appointee would
have had in making a series of diffi-
cult decisions without setting off a
political firestorm.

Consider three specific cases:
The debate over harsh interro-

gation methods. First Mr. Gates pro-
vided important political cover to
the president by endorsing his deci-
sion to release the secret memos the
Bush administration used to justify
waterboarding and other interroga-
tion tactics used on terrorism sus-
pects. That decision still was at-
tacked by those who thought the dis-
closure harmed American intelli-
gence efforts, but Mr. Gates’s en-
dorsement went a long way toward
muting the criticism.

Then, just this week, he helped
keep the president out of hot water
by tipping a second, related decision
in the opposite direction. Mr. Gates
successfully argued that the adminis-
tration should try to block the court-
ordered release of photos of prison-
ers under interrogation. He chan-
neled into the White House military
commanders’ deep worries about a

backlash against American soldiers
in the Islamic world if the photos
were released. That was enough to
persuade key White House aides, and
ultimately Mr. Obama, who reversed
his previous position and decided to
go to court to stop the release.

Changing course was politically
embarrassing for the president, but
that problem likely pales when com-
pared with the attacks from critics
and the military itself that likely
would have followed unchallenged
release of the photos.

A change of commanders in Af-
ghanistan. The decision to replace
the head of allied forces in Afghani-
stan, Gen. David McKiernan, had the
potential to set off fireworks on both
the right and left. On the right, there
could have been a furor if a relatively
new Obama appointee, rather than

Mr. Gates, had decided to dump such
a senior military officer in the midst
of his tour. At the same time, there
could have been an uproar on the
left because he is being replaced by
Gen. Stanley McChrystal, a com-
mander whose background is in the
shadowy world of special opera-
tions, including seizing and han-
dling terrorism suspects.

But because the switch was a joint
Obama-Gates maneuver, criticism
was muted on both sides, and largely
drowned out by cheers over a deci-
sive shift in approach in Afghanistan.

A radical revamping of the Pen-
tagon budget. Mr. Gates has pro-
posed a sweeping overhaul of Penta-
gon spending, killing some big, sa-
cred-cow weapons systems de-
signed for fighting a conventional
war and moving the money to less-

sexy systems designed for uncon-
ventional wars and counterinsur-
gency operations.

This is a big change, roundly op-
posed by some lawmakers and de-
fense firms deeply invested in the
old programs. Imagine the outcry if
a Democrat newly appointed by Mr.
Obama had proposed eliminating
the F-22 fighter jet and winding
down the Army’s multibillion-dollar
Future Combat Systems program.
Charges that Democrats were again
reflexively gutting defense would
have come instantly.

Such charges couldn’t be easily
made, though, when the changes
came from Mr. Gates, who had pon-
dered them for more than two years.

Mr. Gates can do such things in
part because he occupies an un-
usual position in Washington, and

not just because he straddles admin-
istrations of two political parties.
He had capped off a long Washing-
ton career with a stint in the job of
his dreams, as head of the Central
Intelligence Agency, when he left
town for academia in 1993. And he
wasn’t particularly eager to return
when coaxed by President George
W. Bush into taking over at the Pen-
tagon in 2006. He has nothing left
to prove, nobody to impress, no
next job to covet.

He also knows how to play the
Washington game. For proof, simply
look at how he handled the release
of his new defense budget.

Mr. Gates has been around long
enough to know how such a plan nor-
mally would be undermined. As
soon as the budget started to move
around the bureaucracy, it would
leak to Capitol Hill, where lobbyists
and lawmakers invested in the de-
fense status quo would begin to
mount a counterattack before the de-
tails were even announced.

So Mr. Gates outfoxed the sys-
tem. He had Pentagon officials in-
volved in the budget process sign
nondisclosure agreements to pre-
vent leaks. After that, defense offi-
cials say, he got permission from Mr.
Obama to announce the specifics of
the Pentagon plan weeks before the
rest of the administration’s budget
details were released. He went pub-
lic just as the full plan was sent to
the White House budget office,
aides say, thereby eliminating the
mischief-making season.

Then, rather than rely on others
to brief congressional leaders, he
called them himself to explain his
changes, putting his personal impri-
matur and credibility on the plan
from the outset.

It was a virtuoso bureaucratic
performance, showing why Mr.
Obama decided that keeping Mr.
Gates around was worth whatever
grief he took from allies on the left
for doing so.

Decision to keep Gates looks ever better
In carrying over Defense secretary from previous administration, Obama makes a shrewd personnel decision

India’s efforts to relocate slum dwellers bring new woes

U.S. Defense Secretary Robert Gates arrives for testimony before the Senate Armed Services Committee on Thursday.
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By Jackie Range

PUNE, India—The Indian govern-
ment is trying to stem a growing
housing crisis by moving slum dwell-
ers into new homes in cities across
the country. For Bhujange Tulshiram
Shinde and his wife, who were re-
housed in this fast-growing western
city almost a year ago, the solution
has been worse than the problem.

In their government apartment
block the elevator is broken, 68-year-
old Mr. Shinde’s asthma has been ag-
gravatedbyclimbingthestairstotheir
sixth-floor apartment and he has lost
his business selling fruit from a cart.

“It was OK if I was sick, but in my
slums, I would have just sat in my
house and sold the fruit, but I can’t
do it here anymore,” said Mr. Shinde.

Whether the government is pro-
viding adequate new housing is a ma-
jor political issue as India awaits the
results Saturday of an election that
will usher in a new government by
June 2. The ruling Congress party
has staked much of its campaign on
its ability to provide for “aam
aadmi,” the common man. A key
part of that effort has been building
low-cost housing for those on soci-

ety’s bottom rungs.
The issue was back in the spot-

light Thursday when Mumbai city
workers bulldozed the home of a
child star from “Slumdog Million-
aire,” the Oscar-winning film. The
Associated Press reported 10-year-
old Azharuddin Mohammed Ismail,
who played the child Salim, was
asleep when a police officer ordered
him to leave, as workers prepared to
take down dozens of shanties. His
mother said they were given no
prior notice, the AP said.

In Delhi, India’s capital, a large
number of slums have been demol-
ished, said Paramjeet Kaur, director
of Aashray Adhikar Abhiyan, a non-
governmental group working with
the homeless—and their inhabit-
ants in almost all cases moved to ar-
eas far from the center of the city.
Such new areas often lack infrastruc-
ture and social amenities; in some
cases they are so far away that peo-
ple opt to commute to the city cen-
ter each week and stay there, sleep-
ing on the street, so they can keep
their jobs, Ms. Kaur says.

Often people are moved to these
new housing colonies before they
are fully built, Ms. Kaur said. “Shift-

ing happens first, then people are
forced to make their own arrange-
ments,” she said.

Some 300 million people nation-
wide live in inadequate housing, ac-
cording to Professor Amitabh
Kundu, dean of the School of Social
Sciences at Jawaharlal Nehru Uni-
versity, New Delhi. A recent govern-
ment study estimated that by 2012
there will be a shortage of 27 million
homes in urban areas.

D. S. Negi, an official at the Minis-
try of Housing and Urban Poverty Al-
leviation, says the government’s pro-
grams so far have been successful in
providing housing and have stimu-
lated related businesses such as ce-
ment and steel production. A signifi-
cant element of the national govern-
ment’s outreach has been through
the Jawaharlal Nehru National Ur-
ban Renewal Mission, an agency
founded in 2005. By 2012, it plans to
build 1.5 million houses for the ur-
ban poor; so far around 100,000
have been built, Mr. Negi said.

Some housing experts and resi-
dents say efforts to provide good
housing can come unstuck because
of ill-considered programs that ei-
ther move people far from their

neighborhoods to new develop-
ments on the outskirts, or construct
buildings that are impractical for
those used to living cheek-by-jowl in
slum communities.

In a development in Narela, in
north Delhi, Geeta Gupta, a 20-year-
old homemaker, feels embittered.
She and her husband, a cashier in a
grocery store, rent their property;
they couldn’t get a loan to buy be-
cause they didn’t have identification.

“Poor people like us can’t buy
these houses,” she says.

In Pune, an emerging technol-
ogy, education and automobile hub,
a number of government-backed ini-
tiatives are under way to provide
better accommodation for the ur-
ban poor. Some 40% of the city’s
population of more than seven mil-
lion lives in slums.

Under one model to provide new
housing for the poor, part of the area
to be developed is set aside for the
former slum dwellers, the rest for use
by the developer. Often, the slum
dwellers end up in a high-rise block,
leaving more room for other develop-
ment. But critics say these blocks can
become vertical slums because resi-
dents needs are overlooked and the

buildings aren’t properly maintained.
The move to the Lakshmi-

narayan building in southwest Pune
brought a slew of problems for the
Shindes. “We sometimes feel that
the slums were better,” said Pad-
mini Bhujang Shinde, 63 years old,
Mr. Shinde’s wife. “It was very easy
to go for our daily business.”

V. R. Patil, deputy engineer at
Pune Municipal Corp., a govern-
ment body, says there are problems
but residents should do more to help
themselves. “When we rehabilitate
slum dwellers in a multistory build-
ing, they are not ready to face the
charges for maintenance of the lifts,
water charges for pump and pump-
ing, that’s why they are not in work-
ing condition,” he said.

Mr. Negi, at the government
housing and urban poverty minis-
try, said high-rise buildings are re-
stricted to areas where land is
scarce, such as the centers of India’s
biggest cities. The government has
to strike a balance between some
people’s preference for lower build-
ings, and proximity to their work.
“We prefer those poor people
should get housing where they are
staying now,” said Mr. Negi.
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FSA, Myners, Walker under attack
U.K. oversight body
points to naiveté
and complacency

By Vivek Ahuja

And Matt Turner

An influential U.K. parliamen-
tary committee unleashed a highly
critical report on the banking crisis,
accusing the nation’s regulator of be-
ing “complacent,” calling the gov-
ernment’s City minister “naive” and
raising questions over the credibil-
ity of a study by David Walker into
governance in banking.

The Treasury Select Committee,
in the latest installment of its series
on the banking crisis, accused the Fi-
nancial Services Authority of being
“slow off the mark” in seeing the
risks of inappropriate remuneration
structures to financial stability and
said it was concerned at the FSA’s
“complacency” on pay. It urged regu-
lators to “grasp the nettle and imple-
ment far-reaching reforms which
will sweep away the broken remu-
neration models of the past”.

The committee, an independent
parliamentary oversight body, re-
ferred to a “compelling case” for
greater public disclosure of remu-
neration information to include se-
nior or high-earning staff below
board level, adding that banking re-

muneration committees have acted
like “cosy cartels.”

City Minister Paul Myners came
in for criticism for being “naive” as
to public perception of the circum-
stances surrounding Fred Good-
win’s departure from his job as chief
executive of Royal Bank of Scotland
Group PLC. The committee also
raised questions about Sir David’s
suitability to lead a review of gover-
nance in banking, given that he pre-
viously was chairman of Morgan
Stanley International.

The committee called for im-
proved links between banks’ remu-
neration, risk and audit committees.
It said risk management functions
should report directly to nonexecu-
tive directors on the board rather
than through executive channels.

The report comes alongside the

publication of the written responses
on executive compensation from
Royal Bank of Scotland, Lloyds Bank-
ing Group PLC, Northern Rock and
Bradford & Bingley. RBS refused to
disclose details on its pay and bo-
nuses, arguing that it shouldn’t be
subject to a greater level of disclo-
sure than its competitors.

Northern Rock also refused to
disclose any further information on
remuneration, while Lloyds Banking
Group submitted commercially con-
fidential evidence that the commit-
tee chose not to publish. Bradford &
Bingley said 23 employees currently
earn more than £100,000, of whom
about 10 are leaving because of lay-
offs this year.

Among some of the key conclu-
sions drawn by the committee in to-
day’s far-reaching report on the

“Banking Crisis: reforming corpo-
rate governance and pay in the City”:

n The FSA shouldn’t regulate
pay amounts in banking. But there is
scope for greater linking of bonuses
to long-term performance and the
achievement of shareholder value.

n Bankers remain unconvinced
by the need for change. The govern-
ment and the FSA must ensure dis-
credited practices don’t creep back
in under the radar.

n Banks should include compen-
sation of sub-board senior man-
agers in remuneration reports, us-
ing pay bands.

n Auditors aren’t the best bodies
to assure on banks’ risk-management
practices. It would be better to focus
on banks’ own internal risk manage-
ment, complemented by more inva-
sive risk regulation by the FSA.

n Banks’ risk-management func-
tions should report directly to non-
executive board members.

n The government and U.K. Finan-
cial Investment Ltd., the holding com-
pany that manages the government’s
stakes in the banking sector, must ad-
dress lack of transparency in bonuses
at taxpayer-supported banks.

n Rating agencies’ best defense
against conflicts of interest lies in
being transparent about their safe-
guards.

n Fair-value accounting, or
marking to market prices, isn’t to
blame for banks’ poor risk controls
and bad decisions.

Toscafund lifts last gate
as its hedge funds revive

www.efinancialnews.com

Fred Goodwin, left, and Paul Myners were among those criticized in the report.

— 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.
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By Liam Vaughan

One of Merrill Lynch’s most se-
nior female investment bankers has
quit after seven years as head of
mergers and acquisitions for Asia,
as the bank continues to lose talent
following its acquisition in January
by Bank of America.

Kalpana Desai was head of M&A
at Merrill Lynch for the entire Asia
region, including Japan and Austra-
lia, and had overseen 382 Asia-Pa-
cific deals valued at $416 billion
since 2002, according to data
tracker Dealogic.

Her decision to leave marks the
second high-profile female depar-
ture from the bank this week after
Margaret Ren, chairman of Merrill’s
investment-banking business in
China, also resigned. Bank of Amer-
ica Merrill Lynch declined to com-
ment. Ms. Desai couldn’t be reached.

Ms. Desai’s reign heralded a pe-
riod of success in the region for Mer-
rill Lynch, which climbed from out-
side the top 10 to fifth place in the
M&A rankings last year.

During her tenure, Merrill Lynch
advised Japanese financial giant UFJ
Holdings on its $62.9 billion merger
with rival Mitsubishi Tokyo Financial
Group and China Unicom on its $22.8
billion acquisition of China Netcom
Group Corp. (Hong Kong), among oth-
ers. All figures include debt.

Asian M&A boss
at Merrill leaves
after seven years

By William Hutchings

Toscafund Asset Management
LLP, a U.K. hedge-fund firm that
was among the worst hit by the glo-
bal stock-market downturn, has
marked a return to “business as
usual” by unlocking the last of the
three funds it was forced to freeze
last year.

In addition, money is flowing
back into its funds, which had a mis-
erable 2008.

The firm’s main fund, the Tosca
Fund, run by founder Martin
Hughes, is up 25% for the year
through Wednesday after falling
67% last year. The Tosca Opportu-
nity Fund, the only fund that
wasn’t frozen last year, is up 60%
compared with a loss of 34% last
year, and the Tosca Small Cap fund
is up 58%.

Toscafund Asia Fund, on which
Toscafund lifted gates that re-
stricted investors’ ability to with-
draw their money, has risen more
than 5% this year after halving in
value last year. Many Asian stock
markets are up by double digits
this year.

Toscafund, started in 2000 af-
ter Mr. Hughes left Julian Robert-
son’s Tiger Management, last year
withstood an investor vote to wind
down its funds. Assets under man-
agement, which halved last year to
$2.5 billion, this year have seen
net inflows from investors, accord-
ing to Mehmet Dalman, the former
head of investment banking at
Commerzbank who joined Toscaf-
und last year as vice chairman.

“It’s nice to be back,” Mr. Dal-
man said. “Clients have stabilized,
the funds are doing very well and
it’s business as usual.”

The flagship Tosca Fund has
done well from selective invest-
ments in banks this year, Mr. Dal-
man said, but he declined to be
more specific. The fund’s net expo-
sure to the stock market, or its
long positions less its short posi-
tions, is equal to 20% of the value
of the fund. Last year, its exposure
was between 80% and 100%.

But the decline in assets under
management and performance fee
income sent revenue down 81%
last year to £34 million ($51.5 mil-
lion), from £181 million, according
to the 2008 accounts of Toscafund
Asset Management, just published
at Companies House. The firm’s
profits fell 83% to £27 million.

Mr. Dalman said he never lost
confidence in the firm. “There are
two things in life I would never bet
against—Manchester United being
two-nil down and not losing, and
Martin Hughes making money,” he
said.

The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.

Simon Havers Chairman, BVCA and Managing
Director, Baird Capital Partners Europe

Join leaders from the worlds of private equity, politics, institutional
investment, corporate business and regulation for an essential day
of thought-leadership, debate and networking.

14 October 2009, The Hilton, London
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www.bvcasummit.com
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Mideast ire hounds pope
Israeli leader urges
pontiff to condemn
Iranian statements

Pope Benedict XVI waves to the crowd following a Mass on Mount Precipice in the
northern Israeli town of Nazareth, Thursday, on a five-day visit to the Mideast.

ECONOMY & POLITICS

Pope Benedict XVI met Thursday
with Israeli Prime Minister Ben-
jamin Netanyahu who urged the pon-
tiff to use his moral authority to con-
demn anti-Semitic statements com-
ing out of Iran.

“I asked him, as a moral figure, to
make his voice heard loud and con-
tinuously against the declarations
coming from Iran of their intention
to destroy Israel,” Mr. Netanyahu
said, following a 30-minute one-on-
one meeting with the pope in the Is-

raeli town of Nazareth, believed to
be the city where Jesus grew up.

The meeting took place just
hours after Mr. Netanyahu returned
from an unannounced visit to Jor-
dan, where King Abdullah II asked
the Israeli leader to immediately en-
dorse Palestinians’ right to an inde-
pendent state, according to a state-
ment issued by the royal palace in
Amman and reported by Jordan’s
state-owned Petra news agency.

Mr. Netanyahu’s remarks under-
score the controversy that has
dogged the pontiff during his trip to
the Middle East. Despite his aspira-
tions to smooth tensions in the re-
gion, the pope at times came across
as a divisive figure caught in the mid-
dle of one of the world’s most emo-
tional conflicts.

“He was walking a tightrope
from day one, and no matter what he
did, people were going to criticize

him,” said Rabbi Arthur Schneier,
leader of the Park East synagogue in
Manhattan and a Holocaust survi-
vor who accompanied Pope Bene-
dict on his Israel visit.

The pope’s vocal support for Pal-
estinians may have put a dent in Is-
rael-Vatican ties. Israel’s Interior
Minister Eli Yishai, leader of the or-
thodox Shas Party announced Thurs-
day he had rejected two official Vati-
can requests that Israel grant multi-
entry visas to 500 Arab priests and
that Israel grant residency rights to a
couple living in Arab East Jerusalem.

Pope Benedict’s statements in
support for Palestinian statehood
Wednesday resonated with Palestin-
ian politicians, activists and intellec-
tuals who praised the significance
of his diplomatic, but pointed, con-
demnations of Israeli policy.

Some onlookers were unim-
pressed, however, by the pontiff’s

body language. “He didn’t look like
he was very happy to be with us,”
said Samar Hamad, a 35-year-old

Muslim housewife who caught the
pope’s speech in the Aida refugee
camp from her kitchen window.

By Will Connors

ABUJA, Nigeria—After months
of relative quiet, Nigeria’s most
prominent, and most media-savvy,
militant group has launched a fresh
series of attacks against military pa-
trols, petroleum infrastructure and
oil workers.

The Movement for the Emancipa-
tion of the Niger Delta, or MEND, an
amorphous collection of militants in
the oil-rich Niger Delta, has claimed
in the past two days to have sunk five
military gunboats, injured at least
two soldiers and seized two oil-ser-
vice vessels, kidnapping both crews.

Col. Rabe Abubakar, spokesman
for the Nigerian military’s Joint
Task Force operating in the Delta, de-
nied that gunboats had been at-
tacked. But the command confirmed
Thursday that the MV Spirit, a ves-
sel subcontracted from the state-
run Nigerian National Petroleum
Corp., was hijacked Wednesday on
its way to the southern port city of
Warri. Its 15-man crew was kid-
napped, the military confirmed.

Col. Abubakar also confirmed
that a separate cargo ship was hi-
jacked Wednesday in the same loca-
tion, but he didn’t provide details
about the number of its captured
crew or their nationalities.

Earlier in the week, MEND ratch-
eted up its rhetoric, warning interna-
tional oil companies to abandon the
Niger Delta in 24 hours or risk in-
creased attacks. On Thursday, it ex-
tended the deadline to 48 hours,
which ends early Saturday. Over the
years, MEND’s threats have been dif-
ficult to gauge. At times, emails
warning of sophisticated attacks go
off as advertised. Other times, they
aren’t acted upon.

As the price of oil fell from
record highs last summer, violent
disruptions in the Delta did little to
affect international oil prices. But
now that the price of oil has been ris-
ing and demand for fuel is expected
to increase over the summer, at-
tacks that disrupt delivery of Nige-
rian crude could cause prices to rise.
Crude-oil prices Thursday on the
New York Mercantile Exchange rose
1%, or 60 cents a barrel, to $58.62.

Attacks have cut oil output from
Nigeria by nearly one-quarter over
the past three years to about 1.6 mil-
lion barrels a day.

Militants hijack
ships in Nigeria,
take hostages

By Charles Levinson in Jerusalem
and Stacy Meichtry in Rome
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You don’t want a
capital market that
functions perfectly if
you’re in my business.
– WARREN BUFFETT, CEO, BERKSHIRE HATHAWAY

as quoted in FORTUNE’s 4.28.08 issue

“

”

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

© 2009 Time Inc. FORTUNE and Fortune.com are registered
trademarks of Time Inc. All rights reserved.
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By Rick Carew

And Jonathan Cheng

HONG KONG—American Inter-
national Group Inc. is taking steps
toward a 2010 initial public offering
of its Asian life-insurance arm, ac-
cording to people familiar with the
situation.

 Bankers expect AIG to invite in-
vestment banks to submit proposals
as early as next week to underwrite
a listing of AIG’s American Interna-
tional Assurance Co., these people
said. The move could raise more
than US$5 billion, depending on the
structure of the deal, they said. 

Separately, AIG is taking steps to
sell to bidders or the public its oper-
ating life-insurance unit in Taiwan,
according to people familiar with
the situation. AIG hired Morgan
Stanley to sell Nan Shan Life Insur-
ance Co., the No. 2 life insurer by
gross premiums after Cathay Life In-
surance Co., they said. Nan Shan had
a book value of around 87 billion
New Taiwan Dollars, or around
US$2.64 billion, at the end of March.
The sales are intended to pay back
part of a $173 billion U.S. govern-
ment bailout of AIG.

An AIG spokeswoman in Hong
Kong declined to comment on plans
for AIA.

“AIG is reviewing various strate-
gic options for Nan Shan at the mo-
ment,” a Nan Shan spokesperson
said. “No particular decision has
been made.”

AIA has a long history and
healthy market position in a number
of Asian markets, but it faces the
challenge of keeping a strong reputa-
tion despite the bailout. The move
toward a Hong Kong IPO early next
year comes after AIG failed to find a
buyer for AIA through an auction
earlier this year. 

Bankers emphasize that the
terms of the AIA IPO will depend on
market conditions and remain far
from certain. “AIG and the Fed are in

listening mode right now,” said a
banker in Hong Kong.

The Federal Reserve Bank of New
York works closely with AIG as part
of the U.S. bailout.

Bankers say they intend to sug-
gest a structure that would call for
selling around 20% of the company’s
stock to the public. That would raise
at least US$5 billion if investors
value the entire company around
US$25 billion. (AIG’s sizable Japan
operations aren’t part of AIA.)

Using another, conservative mea-
sure, AIA’s embedded value was esti-
mated around US$20 billion by bank-
ers involved in the defunct auction
process.

AIA ranked among the five firms
with the largest market share in
nine of its 12 Asian markets, accord-
ing to 2007 data compiled by McKin-
sey & Co. AIA boasts an extensive
network of sales offices and agents,
making it less reliant on partnering
banks than rivals such as AXA and
the U.K.’s Prudential PLC, and the
AIA name tops skyscrapers in Hong
Kong and Singapore.
 —Amy Or

contributed to this article.

Oil demand will remain low
IEA sees recovery
taking about a year;
price rise was flawed

China’s rules worry Nasdaq

Pushing harder for energy savings
The AIA name adorns skyscrapers in
Singapore and, here, Hong Kong.

AIG moves toward an IPO
of Asia life-insurance unit

By Spencer Swartz

LONDON—The International
Energy Agency said the steep fall
in global oil consumption may be
nearing a bottom but cautioned
that any recovery in crude-oil de-
mand is still many months away
and will be sluggish.

In its widely watched monthly oil
report, the IEA, like many other ana-
lysts, said the recent jump in oil
prices to six-month highs was mis-
placed. Demand is at its weakest
level in two decades and oil inven-
tory in big consuming nations con-
tinues to swell to its fattest level
also in two decades, it said.

The Paris agency made a rela-

tively small downward revision of
200,000 barrels a day to its 2009 glo-
bal oil-demand outlook. Half of that
revision was driven by historical
data changes, underlining a slow-

down in the drop in consumption.
“We do expect a tapering off in

the demand contraction, but we
are still left with a very big drop in
demand and, in our view, recovery
really doesn’t start to take root un-
til 2010,” said David Fyfe, editor of
the report.

World crude demand this year is
expected to contract by 2.6 million
barrels a day, or 3%, to 83.2 million
barrels a day, said the IEA, which
acts as an adviser to the world’s big-
gest energy-consuming nations.

The IEA’s demand forecast
would represent the biggest contrac-
tion in almost 30 years and is among
the most pessimistic in the industry.

Crude-oil prices Thursday on the
New York Mercantile Exchange rose
1%, or 60 cents a barrel, to $58.62. Oil
touched six-month highs of around
$60 a barrel earlier in the week on a
mix of somewhat positive economic
data and a rush of speculative
money.

Turkey cuts key interest rate to 9.25%

By Spencer Swartz

LONDON—Stung by last year’s
record oil prices and concerned
about global climate change, govern-
ments and companies are stepping
up efforts and spending billions of
dollars to change how they burn
through energy resources.

The aim is to square one of the
world’s big energy and environmen-
tal challenges: expanding economic
activity and profits without pushing
oil prices back to the heights seen
last year and without emitting more
greenhouse gases, which scientists
say are warming the planet.

The International Energy
Agency estimates that around 950
government proposals, backed by
several billion state dollars, have
been announced the past two years
to limit energy demand, according
to data the agency made available to
Dow Jones Newswires. Most of the
plans, which include raising vehicle
fuel-mileage standards, have come
from developed nations.

All those government proposals,
if fully implemented, could slice five
million barrels a day off world oil de-
mand over the next 20 years and cut
carbon emissions equivalent to
what Japan, the world’s third-big-
gest crude consumer, emits today,
the IEA says.

Many energy-efficiency mea-
sures are being implemented,
though others may never see the
light of day or will be watered down.

The IEA late last year cut its long-
term global forecast for oil demand
to 106 million barrels a day by 2030,

or 9% lower than its previous projec-
tion, due in part to rising energy effi-
ciency.

Of course, the eventual global
economic recovery will buoy energy
consumption. And skepticism is war-
ranted: The world has experienced
conservation awakenings before,
only to see energy savings evapo-
rate due to low energy costs.

But today’s energy-efficiency ma-
nia may have more staying power,
even when the economy is firmly
growing again, many analysts say.

Unlike decades ago, a rising num-
ber of governments and sharehold-
ers are requiring companies to limit
how much they pollute, says Daniel
Yergin, chairman of Cambridge En-
ergy Research Associates.

“Global warming has entered the
public consciousness like never be-
fore, and the easiest thing any com-
pany can do to lower carbon emis-
sions is to use less energy,” Mr. Yer-
gin says.

The European Union is moving to
require that new buildings use less
energy by 2019. The EU already has
put legal limits on industrial carbon
emissions, with financial penalties
for firms that breach their limits.

The U.S. is working to impose a
similar system and is boosting auto
fuel-efficiency standards for the
first time in three decades. Part of
President Barack Obama’s deal for
bailing out ailing auto makers is for
them to build “greener” cars down
the road.

Last year’s record $147-a-barrel
oil prices also fanned a perception
of “peak oil,” an idea that the world

is on the brink of running out of pe-
troleum.

Although many energy analysts
reject that notion, the perception is
helping drive investment decisions
that encourage more intelligent use
of energy resources, says David Kir-
sch, a U.S.-based analyst at PFC En-
ergy.

RWE AG, one of Germany’s big-
gest power and natural-gas utili-
ties, is spending millions of dollars
to launch a new efficiency com-
pany in July with the aim of reduc-
ing its energy use and helping its
customers save money and cut pol-
lution.

Private investors also are put-
ting pressure on firms to disclose op-
erational risks from climate change
and to curtail energy consumption.
The Investor Network on Climate
Risk, a group of U.S. and European in-
stitutional investors concerned
about climate change, has grown
35% the past year to just over 80
members and is still growing, says
Betsy Boyle, a spokeswoman for
Ceres, a Boston-based environmen-
tal group.

Ceres and the United Nations
Foundation coordinate the investor
network, whose members include
Germany’s Deutsche Bank AG and
manage about $7.5 trillion in assets.
That financial heft has helped pres-
sure companies to take energy and
climate-change issues more seri-
ously.

The network says it helped push
big homebuilders like KB Home, one
of America’s largest, to adopt mea-
sures to construct homes with appli-
ances and materials that are more
energy efficient.

By Christopher Emsden

Turkey’s central bank cut its
main interest rate to 9.25% from
9.75%, pushing official borrowing
costs lower than in European Union
members Romania and Hungary.

The latest rate cut, which brings
cumulative cuts in Turkey to 7.5 per-
centage points since November,
comes amid a sharp drop in the local
inflation rate, which reached a
40-year low of 6.9% in April.

It also comes amid extremely
weak domestic demand and a dras-

tic drop in industrial production.
Durmus Yilmaz, the governor of the
central bank, warned last month
that gross domestic product may
have contracted at a double-digit
pace in the first quarter.

“The next rate cut may be mea-
sured…and it seems necessary for
the monetary policy to maintain an
easing bias for a considerable pe-
riod,” the central bank’s monetary
policy committee said.. Turkey’s cur-
rency, bond and stock markets have
all rallied in the past two months.

So far, rate cuts have helped the

Treasury raise the funds it needs,
said Timothy Ash, an analyst at
Royal Bank of Scotland.

“The rally in domestic bond
prices [due to the rate cuts] has cre-
ated something of a virtuous cycle
in terms of domestic debt rollovers
for the public sector, enabling the
Treasury to finance an enlarged bud-
get deficit thus far, without re-
course to the International Mone-
tary Fund,” he said.

That could change. Turkey is in
talks for up to $45 billion in assis-
tance from the IMF.

MONEY & INVESTING
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By Aaron Back

BEIJING—The operator of the
Nasdaq Stock Market, which has
had a falloff in new listings amid
the global downturn, expects a
slight rebound in Chinese public of-
ferings, but expressed concern that
new government rules may prevent
some companies from listing on
overseas exchanges.

Robert McCooey, senior vice
president of new listings and capital
markets at Nasdaq OMX Group Inc.,
said he expects about 20 Chinese
companies to list in the next 12
months on both the Nasdaq and the
New York Stock Exchange. But he
said that potential listings depend
on Beijing’s willingness to continue
allowing companies to list abroad,
as well as a stable market outlook.

“It depends on how China inter-
acts with global markets, and if
they are going to push companies
to list domestically or in Hong
Kong,” he said.

China has been encouraging com-
panies to list in Shanghai and Shen-
zhen, and has put in place regula-
tions that make it more difficult for
companies to establish vehicles in-
corporated abroad, often a precur-
sor to an overseas listing.

In addition, China is planning to
introduce a local exchange aimed at
startup companies, and is promot-
ing the establishment of venture-
capital and private-equity funds
that are denominated in the local
currency.

About half the potential new list-
ings were incorporated overseas be-
fore the new regulations took ef-
fect, Mr. McCooey said, but the rest
will require permission from regula-
tors to move forward overseas.

Duncan Clark, chairman of tech-
nology-focused consultancy BDA
China, said that an overseas listing
is still the most attractive option for
many companies, because the mar-
kets are more advanced and inves-
tors better understand their busi-
ness models.

“Until China can offer a better al-
ternative, I think pragmatism will
carry the day and companies will be
allowed to list abroad,” he said.

With China’s economy still grow-
ing, albeit at a slower pace since the
onset of the global financial crisis,
and with a huge backlog of startups
and unlisted companies, the coun-
try is viewed by exchanges in Hong
Kong, Singapore, London and else-
where as a likely source of lucrative
new listings.
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Smuggled memoir gives insight into China
Book draws on tapes
by Zhao, leader
ousted over protests

BY A WALL STREET JOURNAL REPORTER

BANGKOK—Myanmar came un-
der international criticism for its de-
cision to charge Nobel laureate
Aung San Suu Kyi with new crimes
in what opposition members say is a
bid to keep her imprisoned until af-
ter national elections next year.

Ms. Suu Kyi, the most prominent
opponent of Myanmar’s long-run-
ning military regime, has
been under house arrest
without trial in Yangon for
six years. Her lawyers and
supporters contend that un-
der local law she is eligible
for release at the end of May.

Myanmar authorities
Thursday accused her of vio-
lating the terms of her
house arrest by allowing a
visitor to sneak into her
heavily guarded lakeside
residence last week, accord-
ing to political allies who
have been in contact with her law-
yers. The crime carries a penalty of
up to five years in jail, supporters
said, and a trial is expected to begin
Monday. She is being held in
Yangon’s Insein prison.

United Nations Secretary-Gen-
eral Ban Ki-moon condemned Ms.
Suu Kyi’s imprisonment, saying he
was “gravely concerned,” adding
that she “is an essential partner for
dialogue in Myanmar’s national rec-
onciliation.” The U.S., U.K., France
and Australia also criticized the gov-
ernment’s action and called for Ms.
Suu Kyi’s release.

The charges stem from a mysteri-
ous incident in which an American
man allegedly swam across a lake ad-
joining Ms. Suu Kyi’s compound and
secretly entered her home. Myan-
mar state media identified the man

as John William Yettaw, describing
him as a 53-year-old psychology stu-
dent from Missouri. He was arrested
May 6 after swimming away from
the residence.

Supporters of Ms. Suu Kyi who
obtained reports from her lawyers
and others said Ms. Suu Kyi initially
ordered the man to leave. But they
said she relented after he said he

was tired and needed to
rest. It is believed he stayed
for two days.

Conspiracy theories
about Mr. Yettaw and his
motives have swirled for
days, with some Myanmar
dissidents speculating he
was pressed by the mili-
tary junta to visit Ms. Suu
Kyi to discredit her. Other
reports said he had visited
Ms. Suu Kyi once before,
but that couldn’t be con-
firmed. Exiled dissidents

say a more likely explanation is
that Mr. Yettaw was simply a fan of
Ms. Suu Kyi and he didn’t realize
how much trouble he would create
by swimming to her residence.

An official at the U.S. Embassy in
Yangon said Mr. Yettaw was being
held by Myanmar police and that
American authorities met twice
with him, on Wednesday and on
Thursday morning, and confirmed
he was in good health.

A spokesman for the U.S. State
Department said that Mr. Yettaw
had received a hearing Thursday at
the Insein prison special court,
which was observed by a U.S. consu-
lar officer. Further details on the na-
ture of the hearing weren’t avail-
able. The Associated Press said gov-
ernment officials had charged Mr.
Yettaw with illegally entering a re-

stricted zone and violating local im-
migration laws.

Mr. Yettaw holds a deep interest
in Southeast Asia, according to his
former wife, Yvonne Rayes Yettaw,
who said he traveled to the region
last summer with his teenage son to
do “tourist stuff.” They visited the
Great Wall in China and worked as
volunteers in orphanages across the
region, she said.

On this current trip, Mr. Yettaw
was working as an “independent
writer” and doing research on “Third
World nations. That was his inter-
est,” Ms. Yettaw said. She character-
ized his trip as “very quick and secre-
tive” and said she wasn’t informed of
any details other than that he was
supposed to return on June 24.

Mr. Yettaw has no official profes-
sion, hasn’t worked “in eons” and re-
ceives disability checks from the
government, said Ms. Yettaw. The
couple divorced in 2002 after 12
years of marriage.

On Aug. 2, 2007, one of their chil-
dren, Clint Alexander Yettaw, was
killed in a motorcycle accident at the
age of 17. The death deeply disturbed
Mr. Yettaw and perhaps prompted
him to see the world, Ms. Yettaw
says. He left on his first trip to Asia
last summer on the one-year anni-
versary of Clint’s death. “The kids
just said he needed a change of scen-
ery,” Ms. Yettaw said.

Attempts to reach the Myanmar
government, which typically
doesn’t comment on matters related
to Ms. Suu Kyi, were unsuccessful.

The new charges against Ms. Suu
Kyi are “very politically motivated,”
said Bo Hla-Tint, a member of her po-
litical party who now lives in exile.
Because of Ms. Suu Kyi’s popularity,
government officials feel “they have

to do something” to keep her out of
sight during the election, he said.

The case complicates opposition
efforts to free Ms. Suu Kyi in time for
the elections the government has
planned for next year. The 63-year-
old Nobel laureate has needed medi-
cal treatment recently, and support-
ers say her age and lack of adequate
medical care under house arrest will
make it harder for her to re-emerge
as an active political leader.

Ms. Suu Kyi’s political organiza-
tion, the National League for Democ-
racy, won a resounding victory in
the last vote in 1990, but Myanmar’s
military regime ignored the results,
drawing widespread condemnation
and sanctions from countries includ-
ing the U.S. Myanmar authorities
have said the new elections are de-
signed to restore democracy, but
critics of the regime—which is ac-
cused of widespread human-rights
violations—say they doubt the vote
will be fair.

Resource-rich Myanmar has
been a growing source of tension in
Asia, as China and other regional
powerhouses scramble to establish a
foothold there without alienating
democratic nations in the West.
China continues to invest heavily in
Myanmar but has come under criti-
cism from human-rights advocates
who want to isolate the government.

Last year, criticism of the junta
reached a new level after a massive
cyclone ripped across the country’s
southern coast, killing an estimated
135,000 people. The government ini-
tially denied entry to foreign aid
workers, though it eventually loos-
ened restrictions.
 —Lauren Etter in Chicago and

Louise Radnofsky in Washington
contributed to this article.

Myanmar files new charges against Suu Kyi

Communist Party General Secretary Zhao Ziyang urged students in Tiananmen Square in May 1989 to call off their hunger strike.
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By Sky Canaves

HONG KONG—A new memoir by
the deceased former Communist
Party chief ousted for refusing to
help suppress 1989 prodemocracy
protests offers a rare window into
the power struggle that surrounded
the bloody crackdown as its 20th an-
niversary nears.

“Prisonerof State: TheSecret Jour-
nal of Chinese Premier Zhao Ziyang,”
to be officially released this month in
the U.S. by Simon & Schuster, is based
on 30 hours of tapes recorded by Mr.
Zhao before his death in 2005 and
smuggled out of China.

The book marks the first time a
former top Chinese leader has spo-
ken so openly about his experiences
at the center of power. Although po-
litically conservative when he pro-
moted economic reforms in the
mid-1980s, Mr. Zhao came to think
toward the end of his life that major
political reform was needed to sus-
tain China’s economic progress.
While China’s leaders never
adopted that view, the book’s ac-
count portrays Mr. Zhao, who was
later put under house arrest until
his death, as a key architect of the
country’s early economic reforms.

Mr. Zhao was general secretary of
the Communist Party when students
and others held protests in April and

May 1989 centered in Beijing’s mas-
sive Tiananmen Square. In the book,
Mr. Zhao discusses how he opposed
the imposition of martial law, as well
as the ultimate use of armed force to
quell the largely nonviolent demon-
strations on the night of June 3 and
the morning of June 4, 1989.

“I told myself that no matter
what, I refused to become the gen-
eral secretary who mobilized the
military to crack down on students,”
Mr. Zhao says in the book.

He said the decision to declare
martial law was made at a small
meeting on May 17 at the home of
Deng Xiaoping, then China’s para-
mount leader and chairman of the

powerful Central Military Commis-
sion, and that Mr. Deng demanded
no one know of the meeting.

The timing of the book is likely
to be a sore point for Beijing. Chi-
na’s government, which has de-
fended its response to the protests,
has never given a full accounting of
the casualties from the crackdown,
but hundreds of people are believed
to have been killed. Authorities
have moved to suppress commemo-
ration of the anniversary, including
the detention or harassment of ac-
tivists in recent months, say over-
seas human-rights groups. Chinese
officials couldn’t be reached to com-
ment and Beijing hasn’t publicly

commented on the book, which The
Wall Street Journal purchased in a
Hong Kong bookstore.

In Hong Kong on Thursday, about
20 lawmakers stormed out of its legis-
lature after the city’s leader sug-
gested the average person there had
moved on since China’s Tiananmen
crackdown in 1989, Reuters reported.

“I very much hope and trust Hong
Kong people can come to an objec-
tive assessment of June 4 and Chi-
na’s development,” Hong Kong Chief
Executive Donald Tsang said during
a regular session. He later said he
was sorry for any misunderstanding.

In the preface to the Zhao memoir,
co-editor Adi Ignatius suggests Mr.

Zhao, in recording the tapes, “per-
haps was making his arguments for a
future generation of leaders who may
revisit his case and decide whether
he should be rehabilitated in the mem-
ory of the Party, and of the nation.”

The memoir opens with Mr.
Zhao’s recollections of events lead-
ing up to June 4, which were re-
corded based on notes he took in
1992. Recalling the night of June 3,
he said: “While sitting in the court-
yard with my family, I heard intense
gunfire. A tragedy to shock the
world had not been averted, and
was happening after all.”

The book says other party lead-
ers marginalized Mr. Zhao in the
weeks surrounding the crackdown,
stripping him of power and placing
him under house arrest, where he re-
mained until his death in January
2005. Mr. Zhao, who was never
charged with any crimes, described
his fruitless efforts to be released by
writing letters to the leadership.

The book also covers other
events, such as China’s post-1978 eco-
nomic reforms, and the power strug-
gles within the upper echelons of the
leadership that presaged his own fall
from grace. Well before students
took over Tiananmen Square in 1989,
Mr. Zhao was aware of a growing
“Overthrow Zhao” campaign within
the party, the book says.

The book ends with Mr. Zhao’s re-
flections on China’s political future.
“In fact, it is the Western parliamen-
tary democratic system that has dem-
onstrated the most vitality. It seems
that this system is currently the best
one available,” Mr. Zhao said.

By Evan Ramstad

SEOUL—American journalists
Euna Lee and Laura Ling, who were
captured by North Korean soldiers
along the border with China almost
two months ago, will face trial in
North Korea on June 4, the North’s
state media announced.

They will be the first Americans
tried in North Korea. The one-sen-
tence statement didn’t say what
charges the reporters face, but it said
the trial will take place in Central
Court,whichisthecountry’stopcourt.

North Korea state media previ-
ously said authorities were investi-
gating the reporters—who are em-
ployed by San Francisco-based Cur-
rent TV LLC—for “hostile acts” and
illegally entering the country.

The two reporters, along with a
cameraman and guide, were gather-
ing information on March 17 for a
story about North Korean defectors
in China. They had stopped at a point
along the river between the two coun-
tries when they were met by North
Korean soldiers. The cameraman and
guide escaped, but they have yet to
speak publicly about the incident.

North Korea hasn’t allowed the
two reporters any contact with diplo-
mats since March 30 and no contact
with their families, in violation of in-
ternational human-rights conven-
tions and a United Nations treaty on
consular activities.

U.S. officials have been unable to
obtain information about the two
women because North Korea hasn’t
responded to inquiries for weeks, say
people familiar with the situation.

Associated Press (Zhao Ziyang)
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By Jethro Mullen

PARIS—French banks Natixis SA
and Crédit Agricole SA reported
first-quarter results hit by continu-
ing fallout from the financial crisis.

Natixis swung to a first-quarter
net loss, pulled down by provisions
and write-downs on risky assets,
and said its main shareholders will
inject fresh capital into the bank.

Late Wednesday, the French
lender reported a net loss of Œ1.84
billion ($2.5 billion) for the three
months ended March 31, compared
with a Œ69 million net profit a year
earlier. Revenue fell 92% to Œ106
million from Œ1.37 billion a year
earlier.

Natixis’s results took a hit from
the special structure into which the
bank has placed some of its riskier
assets. The bank took Œ1.88 billion in
losses related to the structure, wip-
ing out profit in other divisions.

The lender said its two main
shareholders, mutual banks Groupe
Banque Populaire and Groupe
Caisse d’Epargne, will inject Œ3.5 bil-
lion to boost capital ratios.

The bank’s Tier 1 ratio, a key mea-
sure of financial strength, stood at
6.9%, down from 8.2% at the end of
December. The new capital will help
boost Natixis’s Tier 1 ratio to 9.4%.

Asked on a conference call
whether Natixis expected to book
further write-downs in coming quar-
ters, interim Chief Executive Jean-
Marc Moriani said it would be “pre-
mature” to say markets had reached
their lowest point.

In the past year, Natixis has un-
dergone a period of upheaval, post-
ing heavy losses, carrying out a
rights issue, restructuring its activi-

ties and overhauling management.
That helped spur a merger be-

tween Groupe Banque Populaire and
Groupe Caisse d’Epargne, which to-
gether own 71.2% of Natixis.

François Perol, chief executive
of the merging mutual banks, be-
came Natixis’s chairman last
month and appointed Laurent Mi-
gnon as chief executive, succeed-
ing Dominique Ferrero. Mr. Mi-
gnon took up his new position
Thursday and is set to carry out a
strategic review.

Analysts expressed concern that
the spate of write-downs that have
pulled Natixis into the red may con-
tinue. “We clearly were not antici-
pating such a severe impact from
the crisis,” analysts at Société
Générale SA said in a note.

“We remain cautious as more
markdowns are likely,” analysts at
Keefe, Bruyette & Woods said.

Natixis shares fell 14% to Œ1.43 in
a European market that closed
slightly higher. Prior to Thursday,
the bank’s shares had gained 32%
since the start of the year.

Meanwhile, Crédit Agricole reit-
erated that it has no need to tap the
second phase of government sup-

port for the banking sector despite
posting a 77% drop in first-quarter
net profit on higher risk-related
costs and lower capital gains.

Net profit for the quarter de-
creased to Œ202 million from Œ892
million a year earlier. Risk-related
costs more than doubled to Œ1.09 bil-
lion from Œ446 million from a year
earlier as the economic environ-
ment worsened. Revenue declined
1.2% to Œ4.06 billion.

The first quarter also produced
just Œ3 million in gains from the dis-
posal of assets, compared with the
Œ422 million a year earlier, boosted
by Œ420 million from setting up bro-
kerage joint venture Newedge.

“We’re perfectly on the trajec-
tory that we’d set out so there’s no
reason to modify our position” re-
garding the French government’s
second phase of support for the
country’s banks, Chief Executive
Georges Pauget told reporters.

The bank’s Tier 1 ratio, a key mea-
sure of financial strength, stood at
8.8% at the end of March, down from
9.1% at the end of 2008. The ratio re-
mains well above the company’s tar-
get of 8% to 8.5%, Chief Financial Of-
ficer Bertrand Badré said.

Euro recovers with stocks

KBC receives a third bailout
as it posts $4.89 billion loss

French banks thumped
Natixis posts a loss
as Crédit Agricole
reports lower profit

Intesa net drops 38%;
probe into holders’ pact

Natixis
Daily share price on Euronext Paris
Thursday’s close: Œ1.43, down 14%

Source: Thomson Reuters Datastream
Photo: Reuters
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A logo of French bank Natixis is pictured
in front of their head office in Paris
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By Riva Froymovich

The euro rallied to session highs
against the dollar and yen Thursday
afternoon as firmer U.S. stocks un-

derscored a recov-
ery in risk appetite.

The euro has
been gaining sup-
port for weeks on

encouraging economic reports that
have spurred traders to take on risk.
Downbeat data Wednesday sup-
pressed this turnaround, but the
move breathed in new life Thursday
afternoon.

Stocks rallied as investors
hunted for bargains after the day-

earlier decline and on surprisingly
steady results from major retailers.

The euro reached $1.3667 and
130.93 yen, although that still left it
below recent multiweek highs.

The euro is facing some major re-
sistance levels to return to those pre-
vious levels, and currency analysts
expect a period of consolidation
around its current exchange rates.

Late afternoon in New York, the
euro was at $1.3642, up from $1.3583
late Wednesday. The dollar was at
95.66 yen, from 95.28 yen. The euro
was at 130.55 yen, from 129.42 yen.
The U.K. pound was at $1.5223 from
$1.5139. The dollar was at 1.1041
Swiss francs, from 1.1075 francs.

By Sabrina Cohen

MILAN—Intesa Sanpaolo SpA
said first-quarter net profit fell 38%
on lower fee and commission in-
come, as well as a drop in net inter-
est income, but added it expects full-
year net to be close to 2008 levels.

“We are managing through the
crisis,” Chief Executive Corrado
Passera said Thursday.

Italy’s largest retail bank by mar-
ket value posted a net profit of
Œ1.08 billion ($1.47 billion), down
from Œ1.75 billion a year earlier,
when it booked gains on asset
sales.

The latest results were boosted
by a Œ511 million tax benefit from
the release of deferred taxes on in-
tangibles.

As of the end of March, the
bank’s core Tier 1 ratio, a key mea-
sure of financial strength, was 6.4%.
Figuring in government aid bonds,
it would rise to 7.4%. Intesa Sanpa-
olo has said that it will seek up to Œ4

billion in government bonds, so-
called Tremonti Bonds, to boost its
capital ratios. The bank has also
scrapped its 2008 dividend.

For the quarter, net fee and com-
mission income fell 23% to Œ1.26 bil-
lion from Œ1.63 billion, the bank
said, though trading income rose to
Œ107 million from Œ40 million. Net
interest income fell to Œ2.69 billion
from Œ2.8 billion a year earlier.

Separately, Italy’s antitrust regu-
lator said it will investigate whether
a decision by two key Intesa share-
holders to form a voting bloc
breaches a merger agreement that
created the bank.

In a statement, Intesa said the
bank had “scrupulously respected
its commitments” to the agreement
and pledged to cooperate.

In April, the shareholders—Assi-
curazioni Generali SpA and Crédit
Agricole SA—announced an agree-
ment to consult each other over In-
tesa strategy, giving them control
over 11% of the Italian bank’s shares.

By Carolyn Henson

BRUSSELS—A third bailout
pulled bank and insurer KBC Groep
NV from the brink of insolvency.

The bailout, the second from the
Belgian government, came as KBC
posted a Œ3.6 billion ($4.89 billion)
first-quarter net loss, compared
with a Œ554 million profit a year ear-
lier. Its stock lost a quarter of its
value on the news.

The bank was forced to write
down Œ3.8 billion on a portfolio of
toxic assets after the creditworthi-
ness of bond insurer MBIA Inc.,
which insured some of KBC’s struc-
tured debt, deteriorated sharply.

KBC had already written down
much of its structured credit portfo-
lio to zero, but Œ14 billion of the pack-
aged debt that remained was in-
sured by MBIA. The value of those
products plummeted earlier this
year when the insurer placed the
guarantees written on structured
products into a separate business
along the lines of a “bad bank”
model, forcing KBC to mark down
the drop in value.

Under the rescue plan hurriedly
formulated with the Belgian govern-

ment Wednesday and announced
Thursday, the state will guarantee
90% of KBC’s losses up to Œ14.8 bil-
lion, with the lender bearing losses
of up to Œ3.2 billion before the guar-
antee kicks in. The Œ3.2 billion is al-
ready booked and available in KBC’s
reserves.

If KBC is unable to absorb or
raise cash for losses of up to Œ2 bil-
lion above that Œ3.2 billion, the
state will take part in a capital in-
crease of new voting shares for 90%
of the default.

For any subsequent losses up to
Œ14.8 billion, the state will provide
cash for 90% of the default, KBC
said. KBC’s 10% exposure to these po-
tential further losses is required un-
der European Union state-aid rules,
the bank added.

KBC’s share price plummeted
25% to Œ14.34. The stock has
dropped 83% in the past year.

The bank received an injection of
Œ3.5 billion of public money last
year as the financial crisis took its
toll, and an additional Œ2 billion
from the regional Flemish govern-
ment in January, with an option on a
further Œ1.5 billion if necessary.KBC
said it will now draw on the Œ1.5 bil-
lion Flemish back-up facility.
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