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WAVE OF EXULTATION: Sri Lankans celebrate the victory of the military over Tamil Tiger rebels in
Colombo on Monday, after soldiers killed rebel chief Velupillai Prabhakaran. Page 10.
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Editorial&Opinion

By Charles Levinson

WASHINGTON—U.S.
President Barack Obama,
meeting with Israeli Prime
Minister Benjamin
Netanyahu on Mon-
day, said the U.S.
will give talks with
Iran more time, but
said there must be a
“clear timetable at
which point we say,
these talks aren’t
m a k i n g a n y
progress.”

Mr. Obama, in re-
marks after his
meeting with Mr.
Netanyahu, said the
U.S. “should have a
fairly good sense by the end
of the year … whether there
is a good-faith effort to re-
solve differences” with Iran.
The U.S. wants to persuade
Iran that “it is not in
their interest to pur-
s u e a n u c l e a r
weapon, and they
s h o u l d c h a n ge
course,” Mr. Obama
said. The U.S., he
said, is “not fore-
closing a range of
steps, including
much stronger inter-
national sanctions.”

Mr. Netanyahu
has been seeking
from the U.S. clear timeta-
bles for its diplomatic out-
reach to Tehran, and assur-
ances stiff sanctions would

follow if talks fail. Israel
fears Iran is within months
of producing enough fissile
material to produce an
atomic bomb, though Israeli

and U.S. intelli-
gence officials be-
lieve it could still
take Iran years to as-
semble one.

Mr. Netanyahu
said that if Iran ac-
quired a nuclear
weapon, it “could
give a nuclear um-
brella to terrorists,
or worse, terrorists
could acquire nu-
clear weapons.”

Mr. Obama also
pressed Israel to push for-
ward with creating the con-
ditions for building an inde-
pendent Palestinian state.
The U.S. leader specifically
stressed to Mr. Netanyahu

the importance of
ceasing Israeli set-
tlement in Palestin-
ian territories. “We
h a v e t o m a k e
progress on settle-
ments,” Mr. Obama
said. “Settlements
h a v e t o b e
stopped.”

Mr. Obama has
made Palestinian
statehood among
the central plans of

his emerging Middle East
peace strategy. He has dis-
patched Secretary of State

Please turn to page 31

Obama wants
timetable
on Iran talks

Missing links

Recession adds oversupply
to supply-chain system
News in Depth, pages 16-17
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The Balkan Route
The EU is about to im-
port organized crime and
corruption. Page 15

By Gregory L. White

MOSCOW—Russia’s indus-
trial output plunged by 16.9%
in April from a year ago, the
sharpest drop in more than a
decade, the government said
Monday. Official forecasts
now admit the recession
could continue into next year.

Recently Russia had
seemed to be getting some
good economic news for a
change: Oil prices are up, the
ruble is rising and the stock
market has doubled since Jan-
uary. But even these develop-
ments have economists wor-
ried, too.

“Oil prices now are as awful
as they could be—not low
enough to force real reform and
not high enough to allow free

spending like before,” says
Vladimir Mau, a prominent
economist who heads an advi-
sory panel to a government
team dealing with the financial
crisis.

Pressure is high on the gov-
ernment to keep spending to
support the flagging econ-
omy, while many economists
and fiscal hawks inside the re-
gime warn that the Kremlin
needs to tighten its belt in or-
der to cut the deficit and
bring down surging inflation.

A key indicator of which ap-
proach is prevailing will come
by the end of this month, when
President Dmitry Medvedev
delivers his annual budget mes-
sage, officially starting prepa-
rations of a draft to be ready by
mid-summer. Prime Minister

Please turn to page 31
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Leading the News: Indian shares skyrocket on hopes for government, economy
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How to fix economy

is dividing Kremlin

Inside

Markets

A brutal war ends after 26 years

Arcandor rejected German
rival Metro’s proposal to com-
bine its Kaufhof department
stores with Arcandor’s
Karstadt chain. Arcandor,
which is seeking state aid to
refinance its debt, said it
first wants to solve its fund-
ing issues. Page 3

n Some prominent investors
of Bernard Madoff are under
scrutiny by the U.S. over
who knew about the wide-
spread fraud. Page 19

n BAA rejected a $2 billion
bid for London’s Gatwick air-
port and challenged the U.K.
ruling requiring it to sell the
facility. Page 32

n Aegis had a 12% drop in
first-quarter revenue, absent
the effects of acquisitions
and currencies, a sign the re-
cession may be hurting small
ad firms more. Page 4

n U.S. bank stocks rallied on
upbeat analyst comments
and continued capital-raising
efforts. Banks gained in Eu-
rope as well. Page 20

n The financial crisis
knocked over-the-counter de-
rivatives globally in the sec-
ond half of 2008, causing vol-
ume to shrink. Page 21

n Daiwa Securities SMBC is
buying Close Brothers’ advi-
sory arm to capitalize on a
rise in mergers between Ja-
pan and Europe. Page 21

n AIG said it will accelerate
steps to spin off its Asian
life-insurance unit through a
public listing. Page 24

n An Afghan bodyguard was
killed but Karzai’s brother
was unharmed when his mo-
torcade was attacked by gun-
fire and grenades. Page 9

n Myanmar began the trial
of fame dissident Suu Kyi,
an effort to stifle opposition
that could backfire. Page 12

n Sri Lankan troops killed
Tamil Tiger leader Velupillai
Prabhakaran, ending civil war
as the nation turns to recov-
ery and reconciliation. Page 10

n Dr. Reddy’s posted a loss
as it wrote down German
brands acquired in 2006. The
drug maker forecast muted
sales growth. Page 5

n The speaker of Britain’s
House of Commons apolo-
gized Monday for his role in
the lawmaker expense scan-
dal but ignored calls to resign.

n A Turkish court ruled Mon-
day that President Abdullah
Gul should stand trial for a
fraud case a decade ago.

VO L . X X V I I N O . 74  T U E S DAY, M AY 1 9 , 2 0 0 9

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

Indian Prime Minister
Manmohan Singh, also a re-
spected economist, is un-
doubtedly familiar with the
phrase “irrational exuber-
ance,” made famous by an-
other economist, Alan
Greenspan.

The decisive victory of
Mr. Singh’s Congress party
in national elections cer-
tainly put investors in an ex-
uberant mood. The widely
followed Bombay Sensitive
Index soared more than 17%
to 14284.21

Indians like to compare
the Sensex to the Dow. Just
months ago, the Bombay in-
dex was hovering over 8000.

The election result is
clearly positive for markets.
The Congress party’s victory
should mean a stronger and
more stable government
with freedom to pursue a
more reformist agenda in-
stead of being hamstrung by
smaller parties.

If only the reforms could
come as quickly as the mar-
ket’s gains. In reality, the In-
dian “Babu Raj”—as the
bloated bureaucratic civil-
service system is derisively
called—is more tortoise
than hare.

Take Indian infrastruc-

ture, estimated to need $500
billion in improvements over
the next five years. Six
months ago, bulls argued
that India would use the glo-
bal slowdown to divert some
of its reserves into making
needed improvements.

China certainly got that
message, but not India, in
part because the elections
froze all decision making. A
few landmark projects are un-
der way—a new, world-class
airport in Delhi, for instance—
but development of smaller
airports has stalled and the
condition of roads in rural
India remains, overall, abys-

mal. India recently put 60
highway projects out to bid
but received only 22 bids.

Some of the reforms that
investors most desperately
seek—revamping archaic la-
bor laws that prevent compa-
nies from freely hiring and
firing; allowing foreign com-
panies to break into finan-
cial services; selling off gov-
ernment-owned enterprises—
were more politically palat-
able a year or two ago.

The economic crisis has
reaffirmed beliefs in political
quarters that a plodding ap-
proach is the wiser one. The
Indian banking system didn’t

implode because it’s more
insulated. The Indian econ-
omy didn’t collapse because
it’s less export dependent
than some of its Asian breth-
ren. Or so goes the thinking.

So what are investors bet-
ting on? They are likely to
get a government that makes
headway on some uncontro-
versial measures, such as the
sale of some stakes in state-
run companies and greater
leeway for foreign invest-
ment. But fiscal pressure for
that was already mounting.
Tax receipts are tumbling,
and India’s fiscal budget defi-
cit more than doubled to 6%
in the year to March.

Investors are so far choos-
ing to ignore the less opti-
mistic story, allowing the In-
dian market to trade at a for-
ward price-earnings ratio of
17.4, according to Bank of
America Merrill Lynch. That
compares with 12.4 for
emerging markets overall.

That said, maybe Mr.
Singh will get lucky. After
all, it took five years after
Mr. Greenspan’s warning for
the stock market to accept
reality—the same as Mr.
Singh’s expected new term
as prime minister.

—Nikhil Deogun and
Sumathi Vaidyanathan

Lloyds Banking Group
shareholders can take only
limited satisfaction at Chair-
man Victor Blank’s decision
to stand down. He may hang
on for a year while the
board searches for a succes-
sor. Meanwhile, Chief Execu-
tive Eric Daniels, also
deeply involved in the disas-
trous acquisition of HBOS,
is going nowhere.

For that, blame U.K. Fi-
nancial Investments, the
Treasury’s supposedly arms-
length vehicle to manage its
stakes in failed banks. Had
it been left to independent
shareholders, Sir Victor
would likely have been
forced out at this week’s an-
nual general meeting, mak-
ing way for a new chairman
with a mandate to find a
new CEO. Shareholders are
right to be furious over a
deal cobbled together with
minimal due diligence appar-
ently at the government’s
behest. In the past year,
their shares have lost 75%
of their value and a bank
that might have remained
independent is likely to end
up 65%-owned by the state
following a £4 billion capi-
tal increase due by May 20.

Lloyds continues to de-
fend the deal and pleads for

Mr. Daniels to be given time
to show the benefits of the
vast market share Lloyds
now commands. But inves-
tors are right to be skeptical.

First, Lloyds has a core
Tier 1 ratio of 10.8% and gov-
ernment protection against
losses on £260 billion
($394.37 billion) of assets,
but impairments are rising
rapidly. Less capital will
limit Lloyds’s ability to sup-
port new lending.

Second, Lloyds is the
U.K. bank most reliant on
wholesale funding, with a
loan-to-deposit ratio of
178%. Anticipated gains
from Lloyds’s colossal mar-
ket share may yet be eaten
into by higher funding costs
and squeezed margins.

More important, a future
Conservative government
may decide to break up
Lloyds. An uncompetitive
banking market isn’t in the
national interest. True, un-
picking the HBOS merger
could reduce the value of
the government’s stake in
Lloyds. But short-term expe-
diency above the long-term
national interest is precisely
what got Lloyds—and the
U.K.—into such trouble in
the first place.

—Simon Nixon

Lloyds draws a BlankIndia’s irrational exuberance?

Toyota rolls out new Prius hybrid in Japan

Ferrovial tries to duck
sale of Gatwick airport

Valeo wants pay back
Auto-parts firm files
bugging suit, seeks
ex-CEO’s severance
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Congress Party supporters celebrate
in New Delhi, as preliminary results
showing their party's victory
comes through.

By Dana Cimilluca

And Thomas Catan

LONDON—Airport operator BAA
Ltd. poured cold water on the poten-
tial sale of London’s Gatwick interna-
tional airport Monday, rejecting a
bid of roughly $2 billion and chal-
lenging the U.K. ruling that requires
it to sell the airport.

BAA, owned by Spain’s Grupo Fer-
rovial SA, said it will appeal a March
ruling by the U.K. Competition Com-
mission forcing it to sell three of its
seven U.K. airports, including Lon-
don’s Stansted and Gatwick. The an-
nouncement comes a day after BAA
declined a bid of roughly £1.3 billion
($2 billion) for Gatwick from the in-
vestment firm Global Infrastruc-
ture Partners, according to a person
familiar with the matter.

The move represents a gamble
by Ferrovial that it will be able to
avoid selling Gatwick in a difficult
market. The Spanish construction
and infrastructure company paid
£10.3 billion for BAA in 2006, at the
top of the mergers-and-acquisitions
cycle. Tumbling air-traffic volumes
and financial markets have eroded
the value of the investment for Fer-
rovial and have helped trigger a de-
cline of more than two-thirds in its
shares in the past two years.

BAA, which also owns London’s
Heathrow airport, said it had de-
cided to contest the commission’s
decision because of “the adverse fi-
nancial impact of introducing com-
petition, in particular by requiring
BAA to sell three airports within
two years in the current financial
and economic circumstances.” It
also suggested that the commis-

sion’s ruling reflected “apparent
bias,” noting ties between a panel
member and one of the bidders.

Global Infrastructure Partners
had made its bid, which expired Sun-
day night, on the condition that BAA
not appeal the Gatwick order, the per-
son familiar with the matter said. The
rejection of the bid by Global Infra-
structure Partners, which is backed
by General Electric Co. and Credit
Suisse Group, follows BAA’s an-
nouncement last week that another
suitor for Gatwick, a group including
Citigroup Inc.’s infrastructure fund,
had been eliminated from the auction.

Another group vying for Gatwick,
which includes Manchester Airports
Group, has ties to a member of the
commission panel named Peter
Moizer. Mr. Moizer was one of six
members who conducted an inquiry
into BAA’s competitive position. Mr.
Moizer is an adviser to Greater
Manchester Pension Fund, according
to the commission’s Web site. The
fund is a member of the Manchester
Airports bidding group.

Mr. Moizer, who is also Dean of the
Leeds University business school,
couldn’t be reached for comment late
Monday.

A spokesman for the Competition
Commission said Mr. Moizer’s role
with the fund was disclosed at the
start of the inquiry. The commission
said then that Mr. Moizer doesn’t get
involvedin the fund’s investmentdeci-
sions. “We’ll defend our case vigor-
ously and wewould hope that the mat-
ter can be resolved without undue de-
lay to changes we feel would benefit
both passengers and airlines,” the
commission said in a statement.
 —Daniel Michaels contributed

to this article.

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.
launched the more-powerful version
of its Prius hybrid in Japan at lower
prices, as it escalates its battle with
HondaMotorCo.’sInsight hybrid.

Toyota, the biggest hybrid car
maker with roughly an 80% share of
the U.S. market, Monday rolled out
the third-generation Prius in the
face of flagging auto sales across the
globe, as governments in some mar-

kets introduce subsidies to spark
buying of fuel-efficient cars.

Honda’s Insight, which made its
debut in Japan in February and in
other markets later, became the first
hybrid to top monthly auto sales in
the country in April. The cheapest ver-
sion of the model sells for 1.89 million
yen, or about $19,900.

Toyota’s new Prius, which has
about 30% greater power but is 7%
more fuel-effective than the second-
generation version, has a starting

price of 2.05 million yen, 12% less
than the previous model. Toyota
said it would also continue to sell
the current Prius in Japan, targeting
fleet sales, for 1.89 million yen.

In the U.S., the Insight starts at
$20,000, while the new Prius, which
will be rolled out this month, starts
at $22,000.

A Honda spokesman said Mon-
day the company has no plan to
lower the prices of the Insight in re-
sponse to the new Prius prices.

By Nathalie Boschat

PARIS—French car-parts maker
Valeo SA on Monday said it had sued
an unidentified person it says se-
cretly recorded some board-mem-
ber meetings and separately said it
would try to recover Œ3.2 million
($4.3 million) in severance from
ousted Chairman and Chief Execu-
tive Thierry Morin.

The suit, filed with a Paris court,
identifies the person responsible
for the recordings only as “X.” Un-
der French law, a suit can be filed
without publicly identifying the ac-
cused. However, a person familiar
with the matter said the company be-
lieved Mr. Morin was responsible
for making the recordings. Tele-
phone calls to Mr. Morin weren’t re-

turned Monday.
In March, Valeo announced it

had replaced Mr. Morin after a long-
running dispute with board mem-
bers and shareholders over strat-
egy. U.S.-based investment fund Par-
dus Capital Management LP, Valeo’s
largest shareholder, had been pres-
suring Mr. Morin to refocus the com-
pany on the businesses in which Va-
leo benefits from strong margins
and solid market shares.

Mr. Morin also had been criti-
cized by shareholders over his sal-
ary and the pace of Valeo’s asset
sales. The company had pledged last
year to sell Œ2 billion in assets but
had sold only half that amount by
the time Mr. Morin left.

French radio station RTL last
month reported that Mr. Morin had
installed sophisticated recording
technology in the boardroom, allow-
ing him to eavesdrop on meetings
from which he was excluded and at
which he was discussed.

Valeo also Monday said it was
recommending that shareholders

vote against Mr. Morin’s severance
package at its annual general meet-
ing June 9. It already has paid Mr.
Morin’s severance, which includes
options and shares.

If shareholders reject the pack-
age, the company will have to re-
coup that money from Mr. Morin. If
he doesn’t willingly repay the sever-
ance, “the board could take legal ac-
tion to get the money back,” a
spokeswoman for Valeo said.

The government, which through
its investment vehicles is Valeo’s sec-
ond-largest shareholder, has said it
would vote against the package.

Valeo in December announced a
10% cut in its global work force and
Mr. Morin, under pressure from the
board and amid public outcry, ac-
cepted a reduction in his salary to
about Œ1.1 million a year from Œ1.5
million in 2007.

Valeo posted a loss of Œ207 mil-
lion for 2008 and said it expected to
remain in the red at the operating
level in the first half of 2009.
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India’s election results lift stocks by 17%
Without the obstacle
of split government,
reforms seem likely

By Jackie Range

NEW DELHI—India’s new govern-
ment may be poised to give the econ-
omy an extra boost just as it is show-
ing some signs of recovery on its
own, a combination that cheered in-
vestors and drove Indian stocks up
more than 17% Monday.

The new political makeup, after
the ruling Congress party and its al-
lies sailed to victory in national elec-
tions Saturday, suggests an era of
stability that could allow the govern-
ment to pursue reforms in some sec-
tors of the economy, such as retail
and insurance.

It could also encourage foreign
investors who had been apprehen-
sive at the prospect of a weak coali-
tion government. And it might
prompt the further sell-off of
chunks of state-owned companies, a
process that has largely stalled in
the past five years, analysts and
economists said.

“We believe the election verdict
could be game changing for India as
it enhances the scope for significant
medium- and longer-term reforms
that will boost the sustainable
growth,” Rajeev Malik, a Singapore-
based economist at Macquarie Secu-
rities, said in a note.

“This, combined with the ongo-
ing improvements in the Indian
economy, will be highly positive for
the economic outlook,” he said. In
an interview he added: “The single
biggest factor holding back India’s
growth potential had been the poli-
tics.”

The ruling United Progressive Al-
liance, led by the Congress party,
emerged from the elections as the
top political coalition with 262
seats, just 10 seats short of the 272
required for a majority in the lower
house of Parliament. It is expected
to form the new government by mid-

week.
Congress trounced the main op-

position Bharatiya Janata Party.
And while Congress worked to put
together a new Cabinet Monday, the
BJP said its leader, L.K. Advani, will
continue in his post, averting for
now a crisis of leadership in the
right-wing party. Mr. Advani had of-
fered to resign from the top post at
the weekend, but party officials re-
fused to accept his resignation and
pressured him to change his mind.

In Mumbai, trading on stock ex-
changes was halted after the bench-
mark Sensex index on the Bombay
Stock Exchange jumped 17.3% to
14284.21, its highest level in more
than eight months. For the year to
date, the Sensex is now up 48%, one
of the strongest gains for a global
market. India’s rupee strengthened,
with the U.S. dollar weakening to
47.96 rupees from a previous close
of 49.38 rupees.

Even before the election results,
some had been arguing that India’s
economy was set to turn a corner as
interest-rate reductions took effect.
India’s economy had been growing
at about 9% but is projected to slow
to about 6% this year because of the
global slump. If the economy perks
up in the second half of the year, as
some expect, it could help pull the
world out of recession.

In the past five years, reforms
have been stymied by government
allies, especially among a collection
of leftist parties. But with the new
government no longer relying on
those parties for power, it will have
a freer hand to introduce new mea-
sures. Among the possibilities, econ-
omists say, are pension changes to
encourage greater savings and
wider adoption; increasing the for-
eign-ownership cap in local insur-
ance companies to 49% from 26%;
and widening foreign-investment
access in retailing.

“If there is no pressure from coa-
lition partners, then it is easier to
roll out reforms, especially in the
pension and insurance sectors,”
said Suresh Tendulkar, head of the
Prime Minister’s Economic Advi-
sory Council, an Indian government
think tank, in an interview.

Such changes, along with a slew
of other measures, such as a govern-
ment effort to improve public fi-
nances, accelerating infrastructure
spending and increasing govern-
ment resources through privatiza-
tion look set to boost growth, Mor-
gan Stanley economists said. They
raised their growth outlook for the
Indian economy, saying gross-do-
mestic-product growth in the year
ending March 31, 2010, could reach
5.8%, up from their previous esti-

mate of 4.4%.
Kamal Nath, trade minister in

the outgoing government, said In-
dia can expect to return to a growth
trajectory of 8% with the help of fis-
cal-stimulus packages that aim to
boost domestic demand. The govern-
ment will focus on spurring the man-
ufacturing sector as well as export-
oriented sectors, such as textiles,
gems and jewelry, which have been
affected by a slump in global de-
mand, Mr. Nath said in an interview
with the CNBC-TV18 news channel.

Selling stakes in government
companies could “tide over the need
for stimulating the economy, while
reducing fiscal distress,” said Dhar-
makirti Joshi, an economist at Mum-
bai ratings agency Crisil. India’s fis-
cal deficit doubled to 6% of gross do-
mestic product in the year ended
March 31 because of government

stimulus spending. Stimulus mea-
sures included increased spending
on rural employment, pay raises for
government employees and waiving
loans to impoverished farmers.

Indeed, the home minister in the
outgoing government said Monday
that the newly elected government
will soon adhere to the financial dis-
cipline needed to shrink a gaping fis-
cal deficit. “I think a balance will be
struck between stimulating demand
and keeping the deficit within man-
ageable limits.. we’ll get back to the
path of fiscal prudence very soon,”
P.Chidambaram told CNBC-TV18 in
an interview. Mr. Chidambaram,
who also served as finance minister,
said that the Indian government is
open to sales of stakes in govern-
ment-owned banks and companies
but that it will retain a majority
stake in such institutions.

Economic reforms in India have
a history of moving at a slower pace
than investors desire, and the world
economic crisis has reaffirmed the
views of many politicians and tech-
nocrats that the go-slow approach
has helped insulate the Indian econ-
omy. Nonetheless, foreign invest-
ment is likely to grow.

CLSA Asia-Pacific Markets in a re-
search note predicted “a surge of
portfolio capital into the Indian
stock market,” since many foreign
investors had avoided Indian stocks,
given the unpredictability of the
electoral process. Increased foreign
direct investment is expected too,
thanks to the election result.

 —Niraj Sheth, Krishna Pokharel
and Abhrajit Gangopadhyay

contributed to this article.
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Onlookers react to the display at the Bombay Stock Exchange building in Mumbai
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By Robert Frank

CrossHarbor Capital Partners
has reached an agreement to ac-
quire the Yellowstone Club, the ex-
clusive Montana resort that is in
bankruptcy protection, for $115 mil-
lion to $120 million, according to
people close the deal.

The agreement comes after the
Boston private-equity firm reached
a settlement agreement with Credit
Suisse Group AG, which had made a

$375 million loan to the club.
As part of the deal, CrossHarbor

will take on about $80 million in
debt and pay about $35 million in
cash. The deal includes other consid-
erations that could total in the mil-
lions of dollars, these people said.

The agreement marks the end of
a yearlong legal and financial battle
for the control of the club, a private
golf and ski resort that counts Bill
Gates and other billionaires as
members.

Yellowstone Club finds a buyer
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Palestinian laborers work at a construction site in the West Bank Jewish
settlement of Maale Adumim, near Jerusalem, on Monday.Summer-travel deals abound

Russia’s GDP, year-to-year change

Russia’s unemployment rate

Source: ROSSTAT
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Hillary Clinton and former Sen.
George Mitchell, the U.S.’s special
envoy on U.S.-Arab peace talks,
across the Mideast to generate
Arab support.

Mr. Netanyahu said he is pre-
pared to begin talks with Palestin-
ians immediately. Israel does “not
want to govern Palestinians,” he
said. “We want them to live in
peace and govern themselves, ab-
sent a handful of powers.”

Still, Mr. Netanyahu failed to
openly support the idea of a two-
state solution to end the Arab-Is-
raeli conflict. He reiterated his

condition that Palestinians recog-
nize Israel as a Jewish state—a
condition the Palestinians have re-
jected. The Obama administration
has also said that shouldn’t be a
condition for talks.

The two leaders took turns
praising each other. Mr. Netan-
yahu said of Mr. Obama: “you are a
great leader of the United States, a
great leader of the world” and a
friend to Israel.

Mr. Obama spoke of the “ex-
traordinary special relationship”
between the U.S. and Israel, and
said Mr. Netanyahu “has the youth
and wisdom” to seize the moment
to make peace.

Continued from first page

Obama takes middle ground on abortion
In college address,
president urges calm
on both sides’ parts

Vladimir Putin and other officials
have pledged no cuts in social spend-
ing.

As the Kremlin struggles to turn
around its still-shrinking economy,
cope with surging unemployment
and deal with a rising wave of bad-
debt problems among its banks, the
recent upturns in oil prices and the
country’s markets are providing lit-
tle relief.

Higher oil prices—now around
$56 a barrel, up from less than $40
earlier this year—don’t feed di-
rectly into the economy, analysts
say, as most of the increase is ab-
sorbed by taxes. In Russia, taxes fluc-
tuate with the oil price, effectively
meaning revenues above around
$30 a barrel go to taxes.

Analysts credit the ruble’s recent
strength mainly to high interest
rates—which business groups com-
plain are starving companies of
credit. The stock market gains,
meanwhile, are being driven by spec-
ulative inflows that could reverse if
oil prices slide.

Last fall, top Russian officials ar-
gued that the global crisis would
largely pass the country by, counting
on a “rainy-day” fund saved from oil
revenues—worth $143 billion at its

peak—and underestimating depen-
dence on exports of oil and metals
and flows of cheap foreign credit.

But Russia’s economy has been

hammered, contracting an esti-
mated 9.5% in the first quarter. Un-
employment is surging far faster
than the government forecast,
reaching 10% in March. Unlike in Eu-
rope and the U.S., where price
growth has all but stopped, inflation
in Russia remains in the double dig-
its, partly as a result of years of
heavy government spending.

With public discontent growing,
the Kremlin has put in place a mas-
sive stimulus package for this year.
To cover its first budget deficit in
nearly a decade, the government
plans to spend a large part of the
rainy-day fund it had built up.

Finance Minister Alexei Kudrin—
the most prominent advocate of
tight budgets in the Russian govern-
ment—last month warned that the
fund is likely to run out next year
and the deficit will need to be re-
duced in order not to stoke inflation.

He argues the government needs
to get used to much lower revenues
and more modest annual spending in-
creases because it will be decades be-
fore Russia again sees the favorable
combination of high commodity
prices and cheap credit that fueled
torrid growth in the last few years.

According to government advis-
ers, other officials dismissthose warn-
ings, callingfor continuing thedouble-
digit percentage hikes in spending to
stimulate the economy, as well as tax
cuts for business to offset planned in-
creases in payroll levies.

So far, Mr. Kudrin seems to have
strong support from his longtime
ally, Mr. Putin, who has often come
down on Mr. Kudrin’s side in policy
debates. But even Mr. Putin seemed
dismissive when asked last month
about Mr. Kudrin’s assertion that it
will be decades before Russia sees as
favorable an international economic
environment as it did in recent
years. “Alexei Leonidovich [Kudrin]
is stressed now,” Mr. Putin said.

Critics warn loosening the purse-
strings would fuel inflation, drive up
interest rates and stifle efforts de-
velop new businesses and wean the
economy from its dependence on oil.
“We’ll have stagflation”—a painful
combination of stagnant growth and
high inflation—says Natalya Orlova,
economist at Alfa Bank in Moscow.

Oil prices are complicating the

picture. The government slashed its
forecast for crude prices to $41 a bar-
rel early this year. But with prices
now nearly $60, that figure is look-
ing conservative.

“When oil was $40, it was easier
for Kudrin to make his argument”
about the need for spending cuts,
says Yevgeny Gavrilenkov, econo-
mist at Troika Dialog, a Moscow in-
vestment house.

For 2010, the oil-price assump-
tion in the budget will be a key indica-
tor. “If they stay cautious with some-
thing in the 50s, the budget is going

to have to be very tight and that’s go-
ing to be politically very challeng-
ing,” says Oliver Weeks, economist
at Morgan Stanley in London.

So far,the Kremlin’s stimulus pack-
age, which amounts to 1.6 trillion ru-
bles ($50 billion) in this year’s budget,
hasn’t had much impact, economists
say.

“There’s lots of completely un-
needed spending,” says Mr. Gavrilen-
kov. He and other economists say
that while the worst of the contrac-
tion is over, at least for the moment,
there’s little sign of recovery.

Continued from first page

How to fix economy is dividing officials, fiscal hawks in Kremlin
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hit and have seen the sharpest price
reductions, with room rates 13.2%
lower than last year in the latest
weekly survey. To stem further
price reductions, some hotels are
trying specials like buy two nights,
get a third night free, or specials on
show tickets, theme-park admis-
sion, breakfast and other free add-
ons.

At the Hyatt Regency Aruba, for
example, you can stay four nights
but pay for only three, and the hotel
throws in free breakfast for two
adults and two children under 12
and a one-room guaranteed up-
grade.

Pre-paying for hotel rooms like
nonrefundable airline tickets can
also yield huge savings. The luxury

Le Meridien Hotel in the heart of
Budapest is offering rooms in Au-
gust at only Œ76, or about $103, a
night, but the pre-paid price is non-
refundable. Cancellable reserva-
tions start at Œ99—still a bargain for
a winner of AAA’s top quality Five Di-
amond award.

Mr. Bowers of Smith Travel says
summer travelers this year are prob-
ably better off waiting to book— ho-
tels aren’t likely to fill up at most lo-
cations, and they typically drop
prices even more trying to sell
empty rooms. The best way to get a
bargain is to call the hotel directly
and ask for a better price than adver-
tised online. Shoot for 10% off the
lowest Internet rate.

“The power is with the con-
sumer,” Mr. Bowers said.

Continued from page 29
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By Laura Meckler

SOUTH BEND, Ind.—U.S. Presi-
dent Barack Obama called on both
sides of the abortion debate to tone
down their rhetoric and search for
common ground, as he stepped into
a controversy surrounding his com-
mencement address at the Univer-
sity of Notre Dame.

The Catholic university’s invita-
tion to Mr. Obama and its decision to
confer on him an honorary degree
sparked protests by antiabortion ad-
vocates, who marched outside the
university’s gates and flew a banner
with a photo of an aborted fetus. Mr.
Obama, who has long supported
abortion rights, responded directly
to his detractors, delivering his
most extensive public comments on

the abortion debate, at least since he
began running for president.

“When we open our hearts and
our minds to those who may not
think precisely like we do or believe
precisely what we do, that’s when
we discover at least the possibility
of common ground,” Mr. Obama
said. He acknowledged that the two
sides won’t agree on the underlying
question of whether abortion should
be legal, but he said they could agree
that the decision on whether to get
an abortion is heart-wrenching and
not made casually, “with moral and
spiritual dimensions.”

Inside the Joyce Center, the presi-
dent was greeted enthusiastically. As
he entered, the audience delivered
nearly two minutes of cheers and re-
peatedly interrupted his remarks
with applause. Several graduates had
pasted the Obama campaign logo
atop their tassled mortar boards. Oth-
ers had yellow crosses with baby feet
in a silent antiabortion protest.

Early in his remarks, Mr. Obama
was interrupted four times by older

men sitting in the back rows of the
circular arena. One yelled, “Abortion
is murder!” and “You have blood on
your hands.” Others in the audience
responded by chanting, “We are ND!
We are ND!” and the Obama cam-
paign slogan “Yes we can!” The pro-
testers were escorted out.

“We’re not going to shy away
from things that are uncomfort-
able,” the president said, departing
from his text.

Outside the ceremony, the Associ-
ated Press reported, more than 200
abortion opponents protested at the
school’s front gate, and at least 27
were arrested on trespassing
charges. Many held signs with state-
ments such as “Shame on Notre
Dame.” and “Stop Abortion Now.”

Mr. Obama peppered his remarks
with religious references, and he
urged more than 2,900 graduates,
their family, friends and faculty to
hold firm to their beliefs. But he said
the “ultimate irony of faith is that it
necessarily admits doubt.”

The invitation to Mr. Obama am-

plified longstanding tensions be-
tween Catholic Church teachings
and academic freedom. Some anti-
abortion activists and dozens of
Catholic bishops argued that it was
wrong to give a platform to a presi-
dent who supports abortion rights.
Others, including the university’s
leadership, said it was essential to
listen to, and talk with, people of op-
posing views.

Mr. Obama’s remarks offered no
new policy initiatives aimed at reach-
ing out to the antiabortion forces.
And his coming appointment to the
Supreme Court, likely to be someone
who supports a constitutional right
to abortion, could further inflame
abortion opponents.

Since his inauguration, Mr.
Obama has signaled that he wants to
tone down the abortion debate. Top
aides have begun working with peo-
ple on both sides of the issue to craft
mutually agreeable policies to pre-
vent unwanted pregnancies, pro-
mote adoption and support women
who choose to keep their babies.

Mr. Obama has taken several pol-
icy steps welcomed by abortion-
rights supporters, including easing
restrictions on federal funding for in-
ternational family-planning groups
that support abortion rights and on
embryonic stem-cell research. In nei-
ther case did Mr. Obama speak pub-
licly about the changes.

Some students were upset that
their graduation seemed to be hi-
jacked by a political controversy.
Rachel Donovan, 21, of Irvine, Calif.,
said it was exciting that Mr. Obama
came, but she said his selection was
inappropriate—both because of the
distraction it caused and because of
his abortion views. “I do think we
need to have common ground,” she
said after the speech. “I just think
the University of Notre Dame is a
Catholic university and prides itself
on our Catholic teaching and morals,
and we need to be standing up for
what we believe in and not bring in
people who disagree with our
views.”

Obama briefs Netanyahu on Iran
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By Kirsten Bienk

and Erin Fines

Arcandor AG, scrambling for state
aid to refinance its debts,said Monday
it was initially rejecting a proposal
from rival Metro AG that the two com-
panies combine their department-
store chain operations.

Metro, which is opposed to any
state aid for Arcandor, has suggested
combining its Kaufhof department
storeswithArcandor’sKarstadtchain.

A person close to the situation late
Sundaysaid that Metro was preparing
an offer to merge its department-
store business with that of Arcandor.

An Arcandor spokesman said the
company doesn’t believe a combina-
tion of the two department-store
chains would solve its problems and it
wants to concentrate on securing its
own financing first. No talks have
takenplaceyet,butArcandorwouldbe

preparedtoengageintalksoncoopera-
tion between Karstadt and Kaufhof
onceitsfinancingissecured,headded.

Arcandor has announced its in-
tentionto filefor Œ650 million($877
million) in government-backed
guarantees and a loan from a state-
owned bank.

Analyst Robert Greil of
MerckFinck & Co.said hebe-
lieves the timing of Metro’s
proposal is directly related
to Arcandor’s effort to get
state aid. He added that Ar-
candor’s chance of getting
aid may diminish if a solu-
tion with Kaufhof is an alter-
native that doesn’t risk tax-
payers’ money.

Metro Chief Executive
EckhardCordeswillmeetEco-
nomics Minister Karl-The-
odor zu Guttenberg in the next few
days to discuss the future of Germa-
ny’s department-store sector and Ar-
candor’s application for state aid, a
Metro spokesman said.

The Economics Ministry Monday
confirmed itisnegotiatingwith Arcan-
dor on the guarantees, but no deci-
sions have been taken. Mr. Gutten-

berg, in comments over the weekend,
appeared to damp hope for Arcandor,
saying “management mistakes
mustn’t be cause for the state to help
out with assistance.”

Arcandor, which booked a loss of
Œ745.7 million in its fiscal 2008, needs
to refinance Œ650 million by mid-June

and another Œ300 million by
September as well as find
Œ900 million to fund a
planned revamp.

A combination of the
Karstadt and Kaufhof
chains likely would lead to
the closure of a number of
stores and significant job
cuts, said NordLB analyst
Wolfgang Vasterling, not-
ing both stores are present
in many markets. Karstadt
operates 91 department

storesand28sportsstoresacrossGer-
many,whileKaufhofhas141locations,
according to company Web sites.

AspokesmanfortheGermanCartel
Office saidit is too early to discuss any
potential combination. The spokes-
man noted a potential merger of this
size would likely have to be submitted
first to EuropeanUnion authorities.

Arcandor rejects deal
Department store
focuses on state aid
over offer from Metro

Eckhard Cordes

Telenor’s woes deepen
with latest accusation

LEADING THE NEWS

By Will Bland

And Andrew Langley

MOSCOW—Telenor ASA said
Monday that a small investment
company, Farimex Products Inc.,
has accused the Norwegian tele-
communications firm of violating
Ukrainian competition law.

Farimex has already sued Tele-
nor over its holdings in Russian mo-
bile operator OAO Vimpel Commu-
nications, winning a $1.7 billion
damages claim against Telenor in
Russian courts. That triggered a
freeze on the Norwegian compa-
ny’s shares in VimpelCom. Telenor
has denounced the ruling as “ille-
gal.”

Telenor said that Farimex has
now written to Ukrainian authori-
ties accusing the Norwegian com-
pany of breaking competition law
to protect the position of Ukraine’s
largest mobile operator, Kyivstar.
Telenor owns 53% of Kyivstar,
while Russian partner Alfa Group
owns the rest.

Telenor says Farimex is acting

on behalf of Alfa. Alfa has rejected
Telenor’s claims that the Russian
company is behind Farimex. Fa-
rimex is a British Virgin Islands
company that holds a 0.002%
VimpelCom stake.

The Norwegian company said
that Farimex “claims that Telenor…
hindered competition in Ukraine
through delaying VimpelCom’s ac-
quisition of Ukrainian Radio Sys-
tems,” a local mobile operator.

A Farimex representative said
he couldn’t immediately comment
on the Ukrainian complaint.

The Ukrainian development
comes as Norwegian Prime Minister
Jens Stoltenberg heads to Moscow
for talks that some hope could ease
the dispute between Telenor and
Alfa.

Mr. Stoltenberg is due to meet
his Russian counterpart Vladimir
Putin on Tuesday, and the Norwe-
gian government, which owns 54%
of Telenor, has said that the Rus-
sian lawsuits against Telenor will
be one of the most important issues
on their agenda.
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Underpaid, overworked, easier to lay off
Younger workers
are more likely to get
the ax during slump

By Dana Mattioli

Age discrimination in the work-
place has long been a concern for
the 55 and older set. In this down-
turn, however, younger workers
may have as much to fear as their
more mature colleagues.

Employees in their twenties and
thirties are finding themselves
more at risk of layoff, according to la-
bor lawyers, as employers look to
avoid age discrimination lawsuits
by adopting a “last one in, first one
out” policy and turn to tenure as a
means of conducting layoffs. And, in
some cases, young, childless profes-
sionals say they feel they’re being
targeted in layoffs, while employees
who have families to support are
given special consideration.

While no age group is exempt
from layoffs, younger workers seem
to be shouldering a larger percent-
age of the burden, according to re-
cent figures from the U.S. Labor De-
partment. In the U.S. alone, the un-
employment rate for those between

the ages of 25 and 34 was
9.6% in April 2009, up from
4.9% a year earlier. For
those ages 55 and older, the
unemployment rate was
6.2% in April 2009, com-
pared with 3.3% a year ear-
lier.

While younger workers
tend to earn the lowest sala-
ries, making them the least
expensive workers to retain,
companies are becoming
wary of laying off older, bet-
ter-paid workers. Gerald
Maatman, co-chair of Sey-
farth Shaw LLP’s class-ac-
tion litigation practice, says
he’s been fielding more in-
quiries about laying off younger
workers, especially from companies
in states like New Jersey and Michi-
gan that protect workers as young as
18. Still, age-discrimination lawsuits
brought on by older workers can cost
more than the salary of the worker
who was laid off and can be a reputa-
tional hazard, according to Andria
Ryan, partner at Atlanta-based law
firm Fisher Philips.

“Younger people, in general are
a lot less of a risk (for lawsuits)
when you do a reduction in force,”
says Ms. Ryan. While most states
protect employees 40 and older

from age discrimination, only a
handful of jurisdictions extend this
protection to employees as young
as 18, she says.

“Companies don’t like (layoffs by
seniority), but it’s also the easiest to
defend,” says Gerald Hathaway, co-
chair of the business restructuring
practice group with employment
law firm Littler Mendelson. “If you
have a bonafide seniority system it’s
a defense for any type of discrimina-
tion,” according to the law, he adds.

The emotional impact of layoffs
can also affect a manager’s decision
when it comes to choosing who gets

the ax—and that can also
disproportionately affect
younger workers. “It takes
a tremendous toll on man-
agers,” says Mitchell
Marks, a professor of orga-
nizational change in the
College of Business at San
Francisco State Univer-
sity. Mr. Marks says when
layoff decisions come to a
tie breaker, personal and
family situations often
come into play.

“I’ve had plenty of man-
agers sit me down and say
‘Joe’s spouse just got diag-
nosed with cancer but
Jane’s spouse is an M.D.’,”

says Mr. Marks of the explanations
of how a layoff has been decided.
The same decision-making process
can occur when choosing who gets
laid off between a single 20-some-
thing employee or, say, a 50-year-
old employee with two kids in col-
lege.

Still, there are ways younger
workers can go about safeguarding
their jobs. High-maintenance atti-
tudes typical of younger workers
also make them more prone to the
chopping block in a down economy,
says Bruce Tulgan, author of “Not
Everyone Gets a Trophy.” Twenty-

something professionals tend to de-
mand flexibility, responsibility and
high pay, he says—all things that
aren’t going to be well-received in
this environment.

“This is a really great time to
come in early, stay late, dot your i’s
and cross your t’s,” says Mr. Tulgan.
He says young employees should vol-
unteer to do grunt work, take advan-
tage of free certifications their com-
panies offers and be compliant,
rather than demanding.

Ms. Ryan, the attorney, also says
now is the time to make yourself as
invaluable to a company as possible.
She recommends cross-training in
another department, learning as
much as possible about different ar-
eas of the company and expressing a
willingness to relocate to less desir-
able locations (something those
with families often can’t do).

You might also try to align your-
self with someone in senior manage-
ment. This could be in a mentor rela-
tionship or as a volunteer on a big
project a manager is working on. Al-
though executives are busier these
days, they often view being asked to
mentor as a compliment, says Mr.
Marks. And if it should come to lay-
off decisions, “It doesn’t hurt to
have someone in the executive con-
ference room on your side,” he says.
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Aegis revenue falls 12% as slump buffets smaller ad firms

Tech firms gird for new antitrust regime
Silicon Valley companies beef up presence in Washington, assuming a tougher stance from new administration

*Through first quarter
Source: Center for Responsive Politics
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By Aaron O. Patrick

Media buyer Aegis Group PLC re-
ported a sizable drop in first-quar-
ter revenue after removing the ef-
fects of acquisitions, divestments
and currency shifts, a sign that the
global recession may be hurting
smaller advertising companies
more than their bigger rivals.

London-based Aegis said Mon-
day that first-quarter revenue fell
12%. Its trading update, which
doesn’t include specific revenue or
profit figures, comes on the heels
of a similar statement Friday by
Paris-based rival Havas SA, which
reported an 8.4% decline in first-
quarter revenue on the same basis.

Havas and Aegis both lost ac-
counts last year, compounding the
effect of a global recession that has
savaged ad budgets. In June, com-
puter maker Dell dropped Havas’s
Euro RSCG Worldwide from its Asia-
Pacific account, which was
awarded to WPP PLC. In November,
the auto-making alliance of
Renault SA and Nissan Motor Co.

switched its joint media-buying ac-
count from Aegis’s Caret unit to Om-
nicom Group Inc.

Even though the account losses
were publicly known, investors
hadn’t expected the companies’ fist-
quarter results to be so disappoint-
ing. Aegis shares fell 4.6% to 83
pence ($1.26) in London, and Havas
shares tumbled 15% to Œ1.95 ($2.63)
in Paris trading.

The results are a blow to French
industrialist Vincent Bolloré, who
owns almost 30% of Aegis and
32.9% of Havas, where he is chair-
man. Mr. Bolloré has said for sev-
eral years the two companies
should merge or cooperate more to
give them the scale to compete
against larger rivals.

Analysts said Aegis and Havas
are more vulnerable to economic
downturns because they rely on
fewer clients than bigger market-
ing companies like WPP and Publi-
cis Groupe SA.

WPP and Publicis have been hit
by the recession too, but are shrink-
ing less rapidly. Last month, Dublin-

based WPP, the world’s largest ad
company by revenue, reported first-
quarter revenue fell 5.8% after strip-
ping out the effect of acquisitions,
divestments and currency move-
ments. Paris-based Publicis re-

ported revenue fell 4.4% on the
same basis in the first quarter.

Analysts say WPP and Publicis
have another advantage: more di-
verse businesses. More than half of
WPP’s revenue comes from outside

advertising and media buying, mak-
ing its results less volatile.

Publicis has a large digital-mar-
keting business, one of the few ar-
eas of the ad world that is growing.
Havas gets most of its revenue from
Euro RSCG. Aegis is dominated by
its media-buying operations.

Aegis’s executive chairman,
John Napier, said the company’s
year-earlier first-quarter results
were particularly strong, making
comparisons with this year tough.
“We think we are in the right place
and doing well in terms of new busi-
ness wins,” Mr. Napier said.

Mr. Napier took control of Aegis
last year, removing its chief execu-
tive, cutting 5% of staff, and vowing
to reduce senior-executive bonuses
to offset revenue declines. He has
also tried to improve relations with
Mr. Bolloré.

Asked about his position on a
possible merger Havas, Mr. Napier
said: “I don’t have one.” Mr. Bolloré
couldn’t be reached for comment.
 —Kathy Sandler

contributed to this article.

Google, whose headquarters are
pictured last May, says its business
practices don’t reduce competition.
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Revenue is falling less at the bigger, more-diversified advertising groups
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By Don Clark

And Jessica E. Vascellaro

Silicon Valley companies are
bracing for a tough new phase of an-
titrust scrutiny, responding to signs
of heavier enforcement by the
Obama administration and contin-
ued pressure from abroad.

A stricter stance against compa-
nies that dominate their sectors is
likely to test government-relations
strategies technology giants
adopted during the Bush adminis-
tration.

Google Inc., one of the most
prominent companies under the
watch of antitrust regulators, says
its lobbyists and executives since
March have met with about 40
groups, including lawmakers, regu-
lators and advertising agencies, to
argue that its business practices
don’t reduce competition. A Google
spokesman said the effort is a re-
sponse to Google’s “size and suc-
cess” not to the new administration.

Intel Corp., which was hit last
week by a $1.45 billion fine by Euro-
pean Union antitrust authorities,
has been running ads in Washington
and Brussels since last year that
stress its positive impact on innova-
tion and job creation. In October,
the giant chip maker for the first
time recruited a government offi-
cial: Peter Cleveland, who served as
chief of staff to Sen. Dianne Fein-
stein (D., Calif.) and will head Intel’s
Washington office.

Antitrust lawyers in private prac-
tice expect to get more business.
“During the Bush administration no-
body was interested in hearing
about that,” said Gary Reback, a Sili-
con Valley attorney who has been in-
volved in high-profile, high-technol-
ogy antitrust cases and recently
wrote a book on the subject. “As we
go forward, we’ll hear a lot more
about it.”

Many tech companies were al-
ready following lessons from the
treatment of Microsoft Corp.,
which was accused of monopolistic
tactics by the Clinton administra-

tion. The software giant fought gov-
ernment oversight but suffered
harsh publicity and some major de-
feats in court.

Some companies followed with a
more accommodating approach.
Cisco Systems Inc. chose to meet fre-
quently with officials to explain its
business. Apple Inc. managed to
head off likely criticism in Europe
over its music-download restric-
tions by moving to drop them.

The Justice Department during
the Bush administration, which
forged a relatively lenient settle-
ment with Microsoft, shied away
from antitrust actions aimed at indi-
vidual companies.

EU regulators became the most
aggressive enforcers in recent
years. Last week, authorities in Brus-
sels cited Intel for offering rebates
to computer makers and a major re-
tail chain on the condition that they
buy most of their chips from Intel
rather than Advanced Micro De-
vices Inc. Intel has said it would ap-
peal the ruling.

The EU action came two days af-
ter Christine Varney, named by the
Obama administration to head anti-
trust enforcement at the Justice De-
partment, withdrew Bush-era guid-
ance that had helped defendants in
antimonopoly suits.

High-tech companies that had ad-
justed to the Bush administration’s
antitrust doctrine are now feeling
“a little bit of frustration,” said D.
Bruce Sewell, Intel’s senior vice pres-
ident and general counsel. The chip
maker, which faces a Federal Trade
Commission investigation in addi-
tion to the EU battle, says it has be-
come less clear what business tac-
tics will be viewed as permissible.

While working for the law firm
Hogan & Hartson last year, Ms. Var-
ney during a panel discussion said
she was “deeply troubled” by Goo-
gle’s acquisition of DoubleClick, a
company that serves Web ads, as
well as by a proposed advertising
deal between Google and rival Ya-
hoo Inc. The deal was abandoned in
November after the Justice Depart-

ment said it would attempt to
block it.

Google has said the Justice De-
partment inquired about a pro-
posed class-action settlement Goo-
gle struck with authors and publish-
ers to digitize books and make them
available online. Some authors and
publishers contend the settlement
makes it more difficult for other
companies to launch similar ser-
vices, an argument Google disputes.
And Google General Counsel Kent
Walker recently told reporters a dis-
cussion is pending with the FTC
about whether Google Chief Execu-
tive Eric Schmidt’s position as an Ap-
ple board member violates seldom-
enforced regulations against inter-
locking directorships.

Google’s annual spending on lob-
bying rose to $2.8 million last year
from $80,000 in 2003, according to
the Center for Responsive Politics.

Some of Google’s positions are
laid out in a presentation that it has
shared with officials and is posted
on a company blog. It argues that ad-

vertisers still have “many choices in
a dynamic market.”

The Google spokesman, Adam Ko-
vacevich, said the presentation was
a reaction to recent experiences,
such as the scuttled Yahoo deal,
rather than to the new administra-
tion. He said Google has become
more proactive about giving regula-
tors a heads up about products that
might raise questions. For example,
Google told the FTC of plans to offer
ads targeted at users’ likely inter-
ests before it began to do so earlier
this year, he said.

Mr. Sewell, of Intel, said the com-
pany has been beefing up its pres-
ence in capitals with the most poten-
tial regulatory impact: Washington,
Brussels, Beijing, Moscow and New
Delhi.

Intel, which in February pledged
to invest $7 billion to upgrade its
U.S. plants over the next two years,
headlines one of its newspaper ads
“Investing in Innovation, Investing
in America.” A company spokesman
said the ads are aimed at creating a
positive image for general reasons
but aren’t particularly in response
to antitrust issues.

—Elizabeth Williamson
contributed to this article.
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Hidden risk: many people don’t know they are diabetic

Summertime and the travelin’ is easy
Vacation bargains
abound as downturn
triggers price cuts

By Melinda Beck

One of the most troubling statis-
tics in health care in the U.S. is this:
23 million Americans have diabetes,
and one-quarter of them don’t real-
ize it.

Experts know these people exist—
even if they don’t know them-

selves—by extrapo-
lating from big gov-
ernment health sur-
veys that include
blood tests. A sur-

prising number of adults have ele-
vated blood-sugar levels that meet
the criteria for Type 2 diabetes but
have never had symptoms or ignored
them. The numbers would no doubt
be higher if they included children,
since Type 2 diabetes is being found
at ages as young as 4.

The danger of undiagnosed dia-
betes is that, left untreated, it raises
the risk of heart disease and stroke
and can escalate into blindness, kid-

ney failure, loss of limbs and death.
Yet fear of such complications is

a key reason it often goes undiag-
nosed. “Many people know of eld-
erly relatives who died or had all
these complications, and they’re ter-
rified,” says Robin Goland, co-direc-
tor of the Naomi Berrie Diabetes
Center at Columbia University Medi-
cal Center in New York. “But it
doesn’t have to be that way. We
know how to manage it.”

Some people fail to get tested be-
cause Type 2 diabetes is often associ-
ated with being overweight and sed-
entary. “People think it’s their fault,
but that’s not true,” says Dr. Goland.
Roughly 20% of the people with Type
2 diabetes are thin, and 75% of obese
people never get it.

The biggest risk factor is a family
history. The more relatives you have
with the disease, the higher your own
risk is. Being overweight does seem to
activate the genetic predisposition in
many cases, but not always. “People

with a lot of genetic loading can get it
at a younger age and a lower body
weight,” says Dr. Goland.

Diabetes is technically an imbal-
ance between sugar, or glucose, and
insulin. When the body ingests glu-
cose, the pancreas secretes insulin
to convert it into energy. With diabe-
tes,thebodydoesn’t getenough insu-
lin, either because the pancreas
stops making it (Type 1) or because
the body becomes resistant to insu-
lin (Type 2). With Type 2, the pan-
creas churns out more insulin, but it
haslittleeffect, leavingtoo muchglu-
cose in the blood stream. Eventually,
the insulin-making beta cells in the
pancreas may give out.

Thefirstsymptoms—includingfa-
tigue, excessive thirst and frequent
urination—often don’t appear until
the excess sugar has been damaging
blood vessels for 10 years or more.

“I felt absolutely fine,” says
Charles Gallagher, an attorney in
Jersey City, N.J., and his doctor

agreed. But his father and 10 of his 11
aunts and uncles had “sugar,” as it
was often called in years past, and
his daughter, an endocrinologist,
convinced him to check further. He
was diagnosed with diabetes at the
Naomi Berrie center in November at
age 63. He has since lost about seven
kilograms and lowered his blood
sugar considerably.

A fasting glucose test is fre-
quently included in standard physical
exams, but experts say that all too of-
ten, doctors don’ttake the results seri-
ously enough. “They’ll tell patients,
‘Oh, your blood sugar is a little high.
We’ll check it again next year,’ ” says
R. Paul Robertson, president for medi-
cine and science of the American Dia-
betes Association. “That’s the wrong
thing to say. You want to make the di-
agnosis as soon as possible.”

A fasting glucose level below 100
milligrams per deciliter is normal.
From 100 to 125 mg/dl is considered
“prediabetes” and above 125 is Type

2 diabetes. Some experts think “pre-
diabetes” should be termed full dia-
betes so that patients and doctors
pay attention sooner. Some also rec-
ommend that a different test—the
hemoglobin A1C—be used to screen
for diabetes, since the results are
more clear-cut.

Once Type 2 diabetes is diag-
nosed, the treatment is not as draco-
nian as some people fear. Though
some require medication or insulin,
58% are able to control their blood
sugar by cutting down on carbohy-
drates, which reduces glucose, and
adding exercise, which helps mus-
cles use insulin more efficiently.

“Losing just a little weight, and
exercising just a little more can
make a huge difference,” says Dr. Go-
land. “People can still eat in restau-
rants and eat the foods they love, in
moderation, with diabetes. They
just can’t ignore it.”

Email healthjournal@wsj.com.

By Scott McCartney

I
F YOU’VE got the dough, this
summer is the time to go. Va-
cationers have suffered sev-
eral years of summer frustra-
tions, from disruptive airline

delays and hassles to last year’s oil-
induced staggering price hikes.

But this year, the “stay-cation”
may be passé because the outlook

for summer travel
is smoother and
cheaper than re-
cent years. The
weak economy has

led to significant price cuts at ho-
tels, airlines, resorts and cruises.
And the grounding of airplanes has
eased congestion and led to easier
trips, with planes running on time
more often and lines at airports re-
duced.

“Last summer was not particu-
larly good because gas prices were
high. So there’s probably a pretty
good amount of pent-up leisure de-
mand,” said Bobby Bowers, senior
vice president at Smith Travel Re-
search, a firm that tracks the hotel
market. “We’re hoping that those
people who do have jobs and income
hit the road this year.”

The American Automobile Asso-
ciation forecast a 1.5% increase in
the number of Americans traveling
over the U.S. Memorial Day holiday
weekend because of lower fuel
prices and plentiful travel bargains.
It’s the first year since 2005 that
AAA forecast travel growth for Me-
morial Day, the traditional start of
the summer season.

Experts say summer vacationers
are focusing more on domestic desti-
nations with international bookings
dropping more sharply. Flu out-
breaks and household penny-pinch-
ing have led more Americans to
travel closer to home. Travelocity.
com said it is seeing an increased
share of its bookings this summer in
Minneapolis, Salt Lake City, San
Francisco, Seattle, Washington, Chi-
cago and Las Vegas, and sharp de-
clines in the Caribbean, Mexico and
Canada.

“People seem to be gravitating to-
wards domestic destinations,” said
Genevieve Shaw Brown, who tracks
travel data and trends for Traveloc-
ity, a unit of Sabre Holdings Corp.
“This summer, with smaller bud-
gets, people are staying closer to
home.”

The Air Transport Association
says there will be 7% fewer airline
passengers this summer than last
year. But because airlines have cut
their capacity by a larger percent-
age than that, planes that do fly will
actually be fuller than last summer,
despite the weak economy. Through
May 13, the number of commercial
airline flights in the U.S. was 14.1%
lower than last year, according to
FlightStats.com, a flight-tracking
service. The on-time rate improved
to 78.1% from 72.8%. Only 8.2% of all
flights were 45 minutes late or
more, compared with 10.2% last
year.

To fill seats, airlines are cutting
prices drastically and shoppers are
being picky about what they pay.
Travelocity says international air-
fares that customers have booked
are down about 14% from last year;
customers are paying 17% less for do-
mestic tickets.

The cheapest Atlanta-London
round-trip ticket available for June
travel dates had fallen to $750 last

week, from $1,300 in December, ac-
cording to Farecast.com, which
records historical ticket prices. Ac-
cording to FareCompare.com, an-
other price-tracking service, the
lowest price offered between New
York and San Diego currently is
$200 round-trip compared to $275
last year.

Craig Jenks, presi-
dent of Airline/Aircraft
Projects consulting firm,
says U.S.-Europe airline
capacity will be down
8.4% this summer com-
pared to last year. Many
airlines that have multi-
ple trips per day be-
tween cities have re-
duced flight frequen-
cies. British Airways
PLC has gone to six
flights a day between
New York Kennedy and
London Heathrow, for ex-
ample, down from eight
per day last fall.

Yet because business
travel in particular has
been so depressed, air-
lines still have had to
slash prices. Lower fuel
costs this summer actu-
ally give airlines more
room to lower ticket
prices and still make
money.

“It is likely there will
be an element of win-
win for airlines and consumers. Air-
lines can profitably offer lower fares
this summer,” Mr. Jenks said.

A few carriers are even trying
out new routes this summer. UAL
Corp.’s United Airlines has added a
new flight connecting Washington,
D.C., with Geneva. AMR Corp.’s
American Airlines has added a Dal-
las-Madrid flight and Delta Air
Lines Inc. has begun flying between

Pittsburgh and Paris (a joint venture
with Air France) and New York-Va-
lencia, Spain.

New routes often are excellent
opportunities to score very cheap
tickets or redeem frequent-flier
miles as airlines build traffic. And
it’s worth checking business-class

fares. Shunned now by corporate
travelers, lie-flat bed seats are plen-
tiful and a lot cheaper if you can
book in advance. The International
Air Transport Association reported
Monday that the number of “pre-
mium cabin” passengers was down
more than 19% world-wide in the
first three months of this year.

Upgrades are easier to score
these days with frequent-flier miles

because airlines aren’t selling the
seats. And some business-class fare
sales are eye-poppingly lower.
Swiss International Air Lines Ltd.,
for example, is offering round-trip
between New York and Vienna be-
tween June 28 and Sept. 4 for $1,574
(not including taxes and fees), com-

pared with a regular
price of $7,568. That’s
still several hundred dol-
lars more than a coach
ticket, but a smart up-
grade for those who can
afford it and will appreci-
ate better sleep and
more space on a flight
across the Atlantic.

Overall, this year may
be a very good time to go
to Europe. The dollar has
regained some strength
against the euro and the
British pound and
crowds will likely be a bit
smaller because of re-
duced intra-European
travel and fewer inbound
travelers from Asia, Rus-
sia and other places hard-
hit economically. “This
has to be a relatively
good summer to go to Eu-
rope,” said Mr. Jenks.

Hotels are also a bar-
gain. In the first quarter
this year, room rates
were down 7.7% in the
U.S. and 9.6% in Europe,

according to Smith Travel Research,
and the pain for hoteliers has contin-
ued. In the week ending May 9, U.S.
hotel occupancy fell 14% compared
to last year, with only 53.6% of
rooms filled. The average daily
room rate dropped 9.8% over the
same period of 2008 to $97.58, ac-
cording to Smith Travel.

Luxury hotels have been hardest
Please turn to page 31

Young, underpaid
and easier to lay
off. Page 30

Wal-Mart is revamping its electronics
departments to seize shoppers up for grabs
due to the demise of Circuit City. Page 6
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Hynix sets China venture
Korean chip maker
to boost outsourcing
of assembly, testing

By Jung-Ah Lee

SEOUL—Hynix Semiconductor
Inc. said it will set up a joint venture
in China in the third quarter and sell
$300 million of its packaging and
testing equipment to the new com-
pany.

Hynix, which is based in South
Korea, said the venture with state-
run Wuxi Industrial Development
Group Co. will allow Hynix to focus
more on so-called front-end manu-
facturing of chips, rather than the
back end, which is for testing and as-
sembly. The project also will allow
Hynix to focus on research-and-de-
velopment investment.

Hynix said further outsourcing
chip testing and assembly will help
it save more than two trillion won,
or about $1.5 billion, over the next
five years. The joint venture will
raise the outsourced portion of its
back-end manufacturing to as much
as 50% from 30%, Hynix said. Hynix
is the world’s second-largest maker

of computer memory chips by reve-
nue, after Samsung Electronics Co.

Chip makers have been suffering
from a slump in demand for memory
chips, leading the companies to cut
capital investment over the past
year. But they still need to invest to
upgrade technology and lower man-
ufacturing costs. The deal with
Wuxi gives Hynix access to cash for
operations and capital expendi-
tures.

“Following its successful rights
offering last week, this [equipment]
sale is expected to completely re-
move financial risk in Hynix,” said

Lee Sun-tae, an analyst at Meritz Se-
curities. Hynix raised 724.5 billion
won in last week’s offering.

With the new funding, Hynix is
considering boosting investment to
increase output of NAND flash-mem-
ory chips. Prices of NAND chips,
which are widely used in music play-
ers and digital cameras, have risen
this year after chip makers cut out-
put.

Hynix has earmarked around one
trillion won for capital spending
this year.

Hynix shares rose 0.8% to 13,400
($10.69) won Monday in Seoul.

Hynix, based in South Korea, is establishing a joint venture in China to help
outsource the testing and assembly of memory chips, shown above.

CORPORATE NEWS

By Rumman Ahmed

And Anant Vijay Kala

HYDERABAD, India—Dr. Red-
dy’s Laboratories Ltd. swung to a
consolidated net loss for its fiscal
fourth quarter, hurt by write-downs
related to its German operations.

The Indian drug maker said it ex-
pects muted revenue growth in the
current financial year.

“We are giving you a guidance
that on the back of the 39% [reve-
nue] growth we achieved last [finan-
cial] year, we’ll still grow by 10%
and we’ll improve profitability,”
Vice Chairman and Chief Executive
G.V. Prasad said.

Mr. Prasad said he expects an-
nual revenue growth of about 20%
for the next three to four years.

Revenue for the year ended
March 31 jumped to 69.44 billion ru-
pees ($1.41 billion) from a year ear-
lier, driven primarily by the launch
of a generic version of GlaxoSmith-
Kline PLC’s antimigraine treat-
ment Imitrex in November 2008.

Excluding the contribution
from sumatriptan succinate, the
company’s full-year revenue grew
24%.

Dr. Reddy’s—listed in New York
and Mumbai—posted a fourth-
quarter net loss of 9.78 billion ru-
pees, compared with a year-earlier
net profit of 926 million rupees a
year earlier.

The company booked noncash
charges of 3.17 billion rupees re-
lated to impairment of intangible
assets and 10.86 billion rupees
from goodwill impairment after a
decline in the prices of generic
drugs hurt the value of the brands
it had acquired along with Betap-
harm in Germany.

Dr. Reddy bought Betapharm in
February 2006.

Consolidated revenue jumped
50% to 19.85 billion rupees, thanks
to strong sales at its global generics
business.

Dr. Reddy’s posts
a loss as brands
are written down
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CME Group provides confidence in an uncertain world.

Formore than a century,CMEGroup has provided competitive, transparent and safe markets.We offer unpar-

alleled liquidity in futures and options products based on interest rates, equity indexes, foreign exchange,

energy, commodities andmetals. CMEGroup’s financial safeguards package is designed to protect customers

and ensure financial integrity by guaranteeing the performance of every transaction on our exchange. In our

history, no clearing member has ever defaulted and no customer has ever lost funds due to counterparty

failure. Our proven and effective system provides:

• Price transparency • Anonymousmatching • $7 billion financial safeguard system

• Objective valuations • Twice daily mark-to-market • Industry-leadingmarket regulation

• Clearingmember oversight • Segregation of customer funds

Last year we facilitated the trading of more than 3 billion contracts exceeding $1 quadrillion in value.

At a time of unprecedented uncertainty in financial markets, CME Group can help you rise above the risks.

for more information go to cmegroup.com
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.60 $24.59 –0.29 –1.17%
Alcoa AA 23.90 9.49 0.46 5.09%
AmExpress AXP 20.00 26.13 1.90 7.84%
BankAm BAC 503.50 11.73 1.06 9.93%
Boeing BA 6.80 44.37 1.37 3.19%
Caterpillar CAT 10.40 37.78 2.04 5.71%
Chevron CVX 12.40 66.03 0.15 0.23%
Citigroup C 289.40 3.64 0.16 4.60%
CocaCola KO 13.20 46.07 1.11 2.47%
Disney DIS 8.30 24.21 0.80 3.42%
DuPont DD 7.20 28.22 1.29 4.79%
ExxonMobil XOM 21.70 70.50 1.39 2.01%
GenElec GE 69.70 13.47 0.61 4.74%
GenMotor GM 32.30 1.18 0.09 8.26%
HewlettPk HPQ 16.30 35.73 0.72 2.06%
HomeDpt HD 24.90 26.02 1.62 6.64%
Intel INTC 38.40 15.52 0.33 2.17%
IBM IBM 6.70 104.58 3.21 3.17%
JPMorgChas JPM 58.20 37.26 2.35 6.73%
JohnsJohns JNJ 11.70 56.05 0.64 1.16%
KftFoods KFT 7.80 25.06 0.26 1.05%
McDonalds MCD 7.20 54.20 0.74 1.38%
Merck MRK 12.90 25.74 0.27 1.06%
Microsoft MSFT 40.90 20.60 0.38 1.88%
Pfizer PFE 36.20 15.19 0.18 1.20%
ProctGamb PG 12.20 52.52 1.85 3.65%
3M MMM 3.70 59.23 1.31 2.26%
UnitedTech UTX 5.40 52.98 1.70 3.32%
Verizon VZ 12.50 29.70 0.09 0.30%
WalMart WMT 17.50 49.92 1.77 3.68%

Dow Jones Industrial Average P/E: 43
LAST: 8504.08 s 235.44, or 2.85%

YEAR TO DATE: t 272.31, or 3.1%

OVER 52 WEEKS t 4,524.08, or 34.7%

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

Follow the markets throughout
the day, with updated stock
quotes, news and commentary
at WSJ.com/Europe.
Also, receive email alerts that
summarize the day’s trading in
Europe and Asia.
To sign up, go to
WSJ.com/Online Today

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

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

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

Corus Group  "1,053" –91 –447 "-2,119" Rhodia 916 5 63 –220

Glencore Intl  771 –77 24 –313 Colt Telecom Group 208 6 16 –4

FKI  157 –46 –45 –90 Technip 161 7 –15 –62

Contl  870 –37 120 –262 Rank Gp 275 7 –11 –70

GKN Hldgs  366 –36 62 –142 Nielsen 672 7 38 –42

Porsche Automobil Hldg 351 –26 2 –177 Alcatel Lucent 782 7 31 –250

Anglo Amern  297 –25 20 –58 Pernod Ricard 383 7 57 6

Intl Pwr  658 –22 –9 –230 UPM Kymmene 359 9 86 –47

ITV  768 –18 91 180 Alliance Boots Hldgs  498 13 –16 –81

Enel 170 –16 –12 –118 Stora Enso  501 14 46 –103

Source: Markit Group

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

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

UniCredit Italy Banks $38.3 1.80 12.85% –52.4% –63.6%

ING Groep Netherlands Life Insurance 22.0 7.85 7.37 –69.5 –74.0

Deutsche Bk Germany Banks 33.2 43.05 7.20 –43.6 –51.2

BNP Paribas S.A. France Banks 56.8 46.20 5.90 –34.0 –36.7

UBS Switzerland Banks 41.7 15.91 5.78 –47.2 –73.1

GDF Suez France Multiutilities $76.6 25.90 –1.76% –38.3 2.6

ENI Italy Integrated Oil & Gas 90.9 16.82 –1.41 –36.2 –25.2

Rio Tinto U.K. General Mining 40.7 26.51 –0.49 –62.6 –0.3

Unilever Netherlands Food Products 40.6 17.53 –0.17 –16.5 0.9

Novartis Switzerland Pharmaceuticals 104.0 44.06 –0.05 –20.6 –35.0

...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

Credit Suisse Grp 49.3 46.60 5.24% –18.5% –31.3%
Switzerland (Banks)
Barclays 36.0 2.81 4.86 –30.2 –51.2
U.K. (Banks)
Intesa Sanpaolo 41.4 2.59 4.44 –39.3 –41.9
Italy (Banks)
HSBC Hldgs 146.3 5.56 4.42 –28.9 –30.3
U.K. (Banks)
Banco Santander 78.1 7.10 4.26 –46.3 –31.3
Spain (Banks)
Soc. Generale 29.2 37.27 4.24 –47.1 –66.1
France (Banks)
ArcelorMittal 39.4 20.17 4.24 –69.4 ...
Luxembourg (Iron & Steel)
SAP 50.8 30.70 3.80 –8.3 –25.2
Germany (Software)
Total S.A. 134.2 41.95 3.66 –27.9 –15.9
France (Integrated Oil & Gas)
Vodafone Grp 113.6 1.27 3.45 –24.1 8.1
U.K. (Mobile Telecommunications)
AXA S.A. 35.0 12.41 3.20 –47.5 –52.0
France (Full Line Insurance)
Allianz SE 43.4 71.09 3.19 –45.1 –40.7
Germany (Full Line Insurance)
Banco Bilbao Viz 42.7 8.45 3.05 –43.8 –46.4
Spain (Banks)
BASF 35.6 28.73 2.97 –38.5 –7.7
Germany (Commodity Chemicals)
Royal Dutch Shll 88.7 18.54 2.80 –32.5 –26.1
U.K. (Integrated Oil & Gas)
Koninklijke Phlps 18.6 14.18 2.57 –43.9 –40.4
Netherlands (Consumer Electronics)
BP 162.4 5.13 2.45 –20.2 –15.8
U.K. (Integrated Oil & Gas)
Siemens 63.8 51.75 2.45 –32.8 –22.8
Germany (Diversified Industrials)
L.M. Ericsson Tel B 26.1 68.30 2.09 –18.2 –39.0
Sweden (Telecommunications Equipment)
Nokia 55.0 10.73 2.00 –44.4 –33.2
Finland (Telecommunications Equipment)

Deutsche Telekom 49.7 8.45 1.99% –24.2% –32.4%
Germany (Mobile Telecommunications)
ABB 35.5 17.09 1.73 –50.4 20.4
Switzerland (Industrial Machinery)
Anglo Amer 30.6 14.88 1.57 –59.6 –22.9
U.K. (General Mining)
BHP Billiton 48.9 14.32 1.56 –34.8 48.6
U.K. (General Mining)
E.ON 64.7 23.95 1.53 –46.8 –15.8
Germany (Multiutilities)
Daimler 33.0 25.40 1.40 –52.0 –35.9
Germany (Automobiles)
Bayer 38.7 37.50 1.38 –32.0 13.1
Germany (Specialty Chemicals)
BG Grp 60.6 11.07 1.37 –19.1 71.5
U.K. (Integrated Oil & Gas)
Telefonica S.A. 93.6 14.74 1.31 –22.7 23.7
Spain (Fixed Line Telecommunications)
Tesco 43.3 3.60 1.24 –16.5 13.7
U.K. (Food Retailers & Wholesalers)
France Telecom 60.7 17.21 1.18 –15.5 4.1
France (Fixed Line Telecommunications)
Diageo 36.9 8.74 1.04 –14.9 0.5
U.K. (Distillers & Vintners)
Sanofi-Aventis S.A. 79.2 44.62 0.90 –6.7 –38.1
France (Pharmaceuticals)
Assicurazioni Gen 29.9 15.69 0.90 –40.9 –34.2
Italy (Full Line Insurance)
Astrazeneca 57.4 25.79 0.78 12.7 –6.5
U.K. (Pharmaceuticals)
British Amer Tob 53.3 17.21 0.76 –12.5 30.4
U.K. (Tobacco)
GlaxoSmithKline 92.5 10.57 0.57 –8.3 –28.3
U.K. (Pharmaceuticals)
Nestle S.A. 138.6 40.50 0.35 –21.9 12.6
Switzerland (Food Products)
Iberdrola S.A. 40.0 5.93 0.34 –39.7 –1.7
Spain (Conventional Electricity)
Roche Hldg Part. Cert. 91.7 146.10 0.27 –19.4 –21.5
Switzerland (Pharmaceuticals)

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 -0.16% 0.12% 0.3% 2.6% -6.0%
Event Driven -0.17% 1.73% 1.3% 3.3% -27.1%
Equity Market Neutral -0.35% -1.28% -2.7% -3.7% -11.2%
Equity Long/Short -0.63% -0.51% -2.4% -1.2% -20.5%

*Estimates as of 05/15/09, 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 1.34 102.37% 0.02% 1.87 1.19 1.53

Eur. High Volatility: 11/1 2.67 104.75 0.04 3.89 2.20 3.05

Europe Crossover: 11/1 8.01 106.22 0.10 9.71 7.10 8.60

Asia ex-Japan IG: 11/1 2.26 105.61 0.04 3.84 1.97 3.01

Japan: 11/1 2.38 112.19 0.05 4.33 2.20 3.22

 Note: Data as of May 15

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.

Behind Asia’s deals: 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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Wal-Mart steps up its game
Company expands
electronics offerings
to woo upscale buyers

Wal-Mart is adding to its assortment of higher-end televisions by Sony and
Samsung and broadening its array of Blu-ray disc players and movies.

By Miguel Bustillo

Wal-Mart Stores Inc. is revamp-
ing the electronics departments in its
more than 3,500 U.S. stores this
week, ramping up an aggressive bat-
tle with Best Buy Co. and Amazon.
com to seize customers up for grabs
due to the demise of Circuit City
Stores Inc.

Wal-Mart’s roomier and more in-
teractive electronics displays began
arriving in stores Monday, showcas-
ing the latest mobile phones and por-
table computers, and including stand-
alone sections for popular brands
such as Nintendo Co. and Apple Inc.

“Circuit City’s business is up for
grabs right now and we expect to get
our share,” Gary Severson, Wal-
Mart’s senior vice president of home
entertainment, said in an interview at
the company’s Bentonville, Ark. head-
quarters. Its push comes as the eco-
nomic downturn has turned more af-
fluent customers into Wal-Mart shop-
pers.

The world’s largest retailer by rev-
enue was expanding its electronics se-
lection before Circuit City collapsed.
Over the past five years, it moved
away from entry-level televisions
and DVD players from lesser-known
manufacturers toward more sophisti-
cated products such as Research in
Motion Ltd.’s Blackberry smart
phones.

Wal-Mart executives said their
stores will soon carry Palm Inc.’s Pre
smart phone, a highly anticipated gad-
get, contrary to bloggers who

claimed it would be a Best Buy retail
exclusive.

Wal-Mart is adding to its assort-
ment of higher-end televisions by
manufacturers Sony Corp. and Sam-
sung Electronics Co., and broaden-
ing its array of Blu-ray disc players
and movies as it expands a strategy of
selling top brands at lower prices
than rivals offer.

Its moves are fueling fierce price
competition. An Acer netbook, or
small portable computer, that sells
for $328 on Walmart.com is $329.99
on Amazon.com. Bestbuy.com sells a
MSI Wind 10-inch netbook for
$309.99. The same machine was re-
duced to $298 from $308 on Walmart.
com.

To be sure, Best Buy retains a lead
in U.S. consumer electronics retailing
with 22% of the total market, based
on market-research estimates from
Stevenson Co. But Wal-Mart has been

quickly gaining. Circuit City filed for
bankruptcy last November and
closed its stores in March. Its closing
left about $11.1 billion in annual reve-
nue up for grabs, estimated Deutsche
Bank.

But Best Buy has seen fewer shop-

pers walking through its doors dur-
ing the recession, while Wal-Mart is
gaining shoppers. Wal-Mart also is le-
veraging a more subtle advantage it
boasts over standalone electronics
chains: a mom-heavy clientele. Retail-
ers say women often have final say
over household purchases of new
video games and televisions.

Best Buy was assumed to be the
biggest beneficiary of Circuit City’s
liquidation. But Morgan Stanley ana-
lyst Gregory Melich recently noted
first-quarter market-share estimates
show Wal-Mart and Amazon splitting
much of Circuit City’s television busi-
ness.

A Best Buy spokeswoman de-
clined to comment. Best Buy has said
it miscalculated demand and ran
short of televisions in January and
February, which contributed to lower
sales.

Paul Ryder, an Amazon vice presi-
dent overseeing its electronics busi-
ness, said the Seattle, Wash., retailer
is increasing the range of products it
sells, so that it can offer often a wider
selection of electronics than any phys-
ical store can carry.

Wal-Mart fought for years to be
taken seriously by electronics mak-
ers that wanted to cultivate a top-of-
the-line image. Apple, for instance,
didn’t sell its music players at Wal-
Mart until it released the inexpensive
iPod Shuffle, and released the iPhone
at Wal-Mart only after it had been sell-
ing through Best Buy.

“A few years ago, the suppliers
wouldn’t even consider us for these
kinds of technologies—they’d take it
to Best Buy,” Kevin O’Connor, Wal-
Mart’s vice president of consumer
electronics, said as he stood beside a
new display that showed off Blu-ray
players and movies as part of a wall of
flat-panel televisions. “But Wal-Mart
is where the consumer is going.”

Wal-Mart in June will start selling
Dell Inc.’s new Studio One 19 touch-
screen computers.

“In this environment, you want to
associate yourself with big [retail]
brands,” said Michael Tatelman, vice
president of sales and marketing for
Dell’s consumer business. “Wal-Mart
has been incredibly collaborative.”

As Wal-Mart senses an opening, it
is expanding its mobile-phone assort-
ment and adding an island where
shoppers can pick up and try out lap-
tops and netbooks. Wal-Mart previ-
ously kept the portable computers un-
der lock and key for fear of shoplift-
ing, a sore point with some manufac-
turers.
 —Geoffrey Fowler

contributed to this article.

CORPORATE NEWS

Wal-Mart fought for
years to be taken
seriously by
electronics makers.
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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.

3.40% 11 World -a % % 178.15 1.16%–40.0% 5.13% 10 U.S. Select Dividend -b % % 501.54 0.97%–37.6%

2.38% 12 Global Dow 1110.90 2.51% –34.0% 1591.82 1.74% –42.6% 4.80% 14 Infrastructure 1198.60 0.66% –29.5% 1538.84 –0.29% –38.8%

3.58% 20 Stoxx 600 207.80 2.42% –37.6% 209.42 1.64% –45.7% 2.37% 7 Luxury 694.70 2.88% –31.3% 794.57 2.10% –40.3%

3.74% 16 Stoxx Large 200 223.30 2.47% –37.5% 223.77 1.69% –45.6% 1.64% 9 BRIC 50 344.20 6.04% –34.4% 441.97 5.04% –43.1%

2.76% -24 Stoxx Mid 200 189.60 2.03% –37.6% 189.97 1.25% –45.8% 4.86% 12 Africa 50 662.00 1.10% –41.8% 565.89 0.15% –49.5%

2.97% 21 Stoxx Small 200 119.00 2.53% –37.6% 119.17 1.76% –45.8% 4.15% 6 GCC % % 1266.80 1.31% –56.7%

3.56% 16 Euro Stoxx 225.10 2.19% –40.0% 226.81 1.41% –47.8% 5.30% 10 Sustainability 680.30 1.23% –34.0% 774.95 0.46% –42.6%

3.68% 13 Euro Stoxx Large 200 239.90 2.27% –40.0% 240.22 1.49% –47.9% 2.79% 11 Islamic Market -a % % 1557.43 1.55% –36.7%

2.96% -17 Euro Stoxx Mid 200 211.10 1.66% –39.8% 211.37 0.89% –47.6% 3.11% 10 Islamic Market 100 1475.10 1.20% –24.2% 1703.27 0.43% –34.1%

3.04% 14 Euro Stoxx Small 200 128.40 2.15% –39.8% 128.43 1.37% –47.6% 3.11% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1174.40 1.72% –50.3% 1355.97 0.95% –56.8% 2.35% 11 DJ U.S. TSM % % 9102.63 1.09% –36.9%

5.34% 9 Euro Stoxx Select Div 30 1336.20 1.87% –53.2% 1548.76 1.10% –59.3% % DJ-UBS Commodity 121.50 1.93% –36.2% 119.06 1.16% –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 1.3173 2.0145 1.1767 0.1684 0.0410 0.2024 0.0138 0.3167 1.7771 0.2387 1.1303 ...

 Canada 1.1655 1.7822 1.0410 0.1490 0.0363 0.1790 0.0122 0.2801 1.5722 0.2112 ... 0.8847

 Denmark 5.5188 8.4393 4.9297 0.7053 0.1718 0.8477 0.0576 1.3266 7.4449 ... 4.7353 4.1893

 Euro 0.7413 1.1336 0.6622 0.0947 0.0231 0.1139 0.0077 0.1782 ... 0.1343 0.6361 0.5627

 Israel 4.1603 6.3619 3.7162 0.5317 0.1295 0.6390 0.0434 ... 5.6122 0.7538 3.5697 3.1580

 Japan 95.7950 146.4897 85.5695 12.2431 2.9814 14.7147 ... 23.0263 129.2275 17.3579 82.1957 72.7180

 Norway 6.5102 9.9553 5.8152 0.8320 0.2026 ... 0.0680 1.5648 8.7822 1.1796 5.5860 4.9419

 Russia 32.1310 49.1347 28.7012 4.1065 ... 4.9355 0.3354 7.7233 43.3447 5.8221 27.5696 24.3906

 Sweden 7.8244 11.9651 6.9892 ... 0.2435 1.2019 0.0817 1.8808 10.5551 1.4178 6.7136 5.9395

 Switzerland 1.1195 1.7119 ... 0.1431 0.0348 0.1720 0.0117 0.2691 1.5102 0.2029 0.9606 0.8498

 U.K. 0.6539 ... 0.5841 0.0836 0.0204 0.1004 0.0068 0.1572 0.8822 0.1185 0.5611 0.4964

 U.S. ... 1.5292 0.8933 0.1278 0.0311 0.1536 0.0104 0.2404 1.3490 0.1812 0.8580 0.7591

Source: Thomson Reuters via WSJ Market Data Group

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

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

Corn (cents/bu.) CBOT 421.50 4.25 1.02% 826.00 314.00
Soybeans (cents/bu.) CBOT 1146.50 16.00 1.42 1,650.00 779.00
Wheat (cents/bu.) CBOT 590.50 13.00 2.25 1,144.75 447.00
Live cattle (cents/lb.) CME 83.125 0.600 0.73 117.500 78.075
Cocoa ($/ton) ICE-US 2,297 –41 –1.75% 3,220 1,932
Coffee (cents/lb.) ICE-US 129.40 1.60 1.25 181.60 106.60
Sugar (cents/lb.) ICE-US 15.61 0.66 4.41 16.03 9.97
Cotton (cents/lb.) ICE-US 57.55 1.25 2.22 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,570.00 –42 –1.61 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,581 –27 –1.68 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,529 19 1.26 2,314 1,434

Copper (cents/lb.) COMEX 207.20 5.45 2.70 372.00 129.95
Gold ($/troy oz.) COMEX 921.70 –9.60 –1.03 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1383.00 –18.00 –1.28 2,170.00 690.00
Aluminum ($/ton) LME 1,509.00 –5.00 –0.33 3,340.00 1,288.00
Tin ($/ton) LME 13,450.00 –95.00 –0.70 24,400.00 9,750.00
Copper ($/ton) LME 4,415.00 65.00 1.49 8,811.00 2,815.00
Lead ($/ton) LME 1,465.00 35.00 2.45 2,275.00 870.00
Zinc ($/ton) LME 1,509.50 24.50 1.65 2,297.00 1,065.00
Nickel ($/ton) LME 12,150 –150 –1.22 26,150 9,000

Crude oil ($/bbl.) NYMEX 59.59 2.59 4.54 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5042 0.0586 4.05 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.7381 0.0735 4.42 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 4.265 0.048 1.14 11.981 3.395
Brent crude ($/bbl.) ICE-EU 58.47 2.49 4.45 143.31 42.62
Gas oil ($/ton) ICE-EU 466.25 –1.25 –0.27 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 18
Per In

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

Argentina peso-a 5.0301 0.1988 3.7288 0.2682

Brazil real 2.8060 0.3564 2.0801 0.4808
Canada dollar 1.5722 0.6361 1.1655 0.8580

1-mo. forward 1.5720 0.6361 1.1653 0.8582
3-mos. forward 1.5714 0.6364 1.1648 0.8585
6-mos. forward 1.5704 0.6368 1.1641 0.8590

Chile peso 753.69 0.001327 558.70 0.001790
Colombia peso 3040.65 0.0003289 2254.00 0.0004437
Ecuador US dollar-f 1.3490 0.7413 1 1
Mexico peso-a 17.7259 0.0564 13.1401 0.0761
Peru sol 4.0598 0.2463 3.0095 0.3323
Uruguay peso-e 31.971 0.0313 23.700 0.0422
U.S. dollar 1.3490 0.7413 1 1
Venezuela bolivar 2.90 0.345220 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7771 0.5627 1.3173 0.7591
China yuan 9.2096 0.1086 6.8270 0.1465
Hong Kong dollar 10.4587 0.0956 7.7529 0.1290
India rupee 64.4485 0.0155 47.7750 0.0209
Indonesia rupiah 14036 0.0000712 10405 0.0000961
Japan yen 129.23 0.007738 95.80 0.010439

1-mo. forward 129.18 0.007741 95.76 0.010443
3-mos. forward 129.10 0.007746 95.70 0.010450
6-mos. forward 128.95 0.007755 95.59 0.010461

Malaysia ringgit-c 4.7950 0.2085 3.5545 0.2813
New Zealand dollar 2.2882 0.4370 1.6962 0.5896
Pakistan rupee 108.797 0.0092 80.650 0.0124
Philippines peso 64.010 0.0156 47.450 0.0211
Singapore dollar 1.9770 0.5058 1.4655 0.6824
South Korea won 1703.11 0.0005872 1262.50 0.0007921
Taiwan dollar 44.375 0.02254 32.895 0.03040
Thailand baht 46.621 0.02145 34.560 0.02894

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

Euro zone euro 1 1 0.7413 1.3490
1-mo. forward 1.0002 0.9998 0.7414 1.3487
3-mos. forward 1.0006 0.9994 0.7417 1.3482
6-mos. forward 1.0010 0.9990 0.7420 1.3476

Czech Rep. koruna-b 26.788 0.0373 19.858 0.0504
Denmark krone 7.4449 0.1343 5.5188 0.1812
Hungary forint 282.31 0.003542 209.27 0.004779
Norway krone 8.7822 0.1139 6.5102 0.1536
Poland zloty 4.4352 0.2255 3.2878 0.3042
Russia ruble-d 43.345 0.02307 32.131 0.03112
Sweden krona 10.5551 0.0947 7.8244 0.1278
Switzerland franc 1.5102 0.6622 1.1195 0.8933

1-mo. forward 1.5097 0.6624 1.1191 0.8936
3-mos. forward 1.5085 0.6629 1.1182 0.8943
6-mos. forward 1.5064 0.6638 1.1167 0.8955

Turkey lira 2.0942 0.4775 1.5524 0.6442
U.K. pound 0.8822 1.1336 0.6539 1.5292

1-mo. forward 0.8823 1.1334 0.6540 1.5290
3-mos. forward 0.8825 1.1332 0.6542 1.5286
6-mos. forward 0.8827 1.1329 0.6543 1.5283

MIDDLE EAST/AFRICA
Bahrain dinar 0.5085 1.9665 0.3770 2.6529
Egypt pound-a 7.5800 0.1319 5.6190 0.1780
Israel shekel 5.6122 0.1782 4.1603 0.2404
Jordan dinar 0.9541 1.0481 0.7073 1.4139
Kuwait dinar 0.3912 2.5560 0.2900 3.4480
Lebanon pound 2026.20 0.0004935 1502.00 0.0006658
Saudi Arabia riyal 5.0589 0.1977 3.7501 0.2667
South Africa rand 11.6108 0.0861 8.6070 0.1162
United Arab dirham 4.9547 0.2018 3.6729 0.2723

SDR -f 0.8909 1.1224 0.6604 1.5142

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 600 207.83 4.91 2.42% 5.6% –37.6%

 13 DJ Stoxx 50 2107.35 52.32 2.55 2.0% –36.2%

 16 Euro Zone DJ Euro Stoxx 225.08 4.81 2.18 1.0% –40.0%

 14 DJ Euro Stoxx 50 2422.74 58.64 2.48 –1.2% –37.6%

 8 Austria ATX 1994.03 34.72 1.77 13.9% –56.0%

 12 Belgium Bel-20 2049.67 44.34 2.21 7.4% –46.7%

 8 Czech Republic PX 899.5 –1.7 –0.19% 4.8% –47.4%

 15 Denmark OMX Copenhagen 279.78 6.93 2.54 23.7% –36.3%

 11 Finland OMX Helsinki 5748.04 93.37 1.65 6.4% –43.0%

 11 France CAC-40 3245.39 76.34 2.41 0.9% –36.9%

 19 Germany DAX 4851.96 114.46 2.42 0.9% –32.9%

 … Hungary BUX 14916.50 798.01 5.65 21.9% –35.0%

 5 Ireland ISEQ 2643.86 11.20 0.43 12.8% –59.1%

 9 Italy S&P/MIB 19953 405 2.07 2.5% –40.7%

 9 Netherlands AEX 259.17 6.25 2.47 5.4% –47.8%

 8 Norway All-Shares 331.06 7.98 2.47 22.5% –44.1%

 17 Poland WIG 29893.31 468.91 1.59 9.8% –37.3%

 12 Portugal PSI 20 7114.19 61.37 0.87 12.2% –35.5%

 … Russia RTSI 939.65 3.38 0.36% 48.7% –62.2%

 8 Spain IBEX 35 9159.3 180.7 2.01 –0.4% –35.7%

 15 Sweden OMX Stockholm 243.86 4.29 1.79 19.4% –27.2%

 10 Switzerland SMI 5435.12 84.45 1.58 –1.8% –30.1%

 … Turkey ISE National 100 33666.08 181.56 0.54 25.3% –20.8%

 10 U.K. FTSE 100 4446.45 98.34 2.26 0.3% –30.3%

 11 ASIA-PACIFIC DJ Asia-Pacific 99.05 –1.40 –1.39% 5.8% –37.2%

 … Australia SPX/ASX 200 3735.6 –37.6 –1.00 0.4% –37.2%

 … China CBN 600 22894.07 97.02 0.43 55.1% –25.8%

 14 Hong Kong Hang Seng 17022.91 232.21 1.38 18.3% –33.9%

 15 India Sensex 14284.21 2110.79 17.34 48.1% –18.1%

 … Japan Nikkei Stock Average 9038.69 –226.33 –2.44 2.0% –36.7%

 … Singapore Straits Times 2176.98 37.20 1.74 23.6% –32.8%

 11 South Korea Kospi 1386.68 –5.05 –0.36 23.3% –26.5%

 13 AMERICAS DJ Americas 233.56 4.63 2.02 3.3% –38.0%

 … Brazil Bovespa 50754.56 1747.35 3.57 35.2% –30.7%

 16 Mexico IPC 23746.02 404.30 1.73 6.1% –25.4%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 18, 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* 233.20 0.13% 2.4% –39.2%

3.40% 14 World (Developed Markets) 920.85 –0.01% 0.1% –39.0%

3.10% 14 World ex-EMU 108.36 –0.13% 0.7% –37.1%

3.20% 15 World ex-UK 920.61 –0.06% –0.3% –38.3%

4.20% 12 EAFE 1,246.07 1.19% 0.7% –41.8%

3.40% 10 Emerging Markets (EM) 707.93 1.22% 24.8% –40.6%

4.70% 10 EUROPE 70.83 0.56% 2.0% –37.3%

5.10% 10 EMU 137.36 0.63% –3.3% –47.6%

4.50% 12 Europe ex-UK 77.65 0.64% 0.1% –37.3%

5.80% 9 Europe Value 79.04 0.57% 2.0% –40.6%

3.70% 11 Europe Growth 61.66 0.56% 2.0% –34.0%

4.00% 10 Europe Small Cap 122.11 1.61% 20.9% –36.8%

3.60% 5 EM Europe 204.73 0.57% 28.9% –49.3%

5.30% 8 UK 1,289.77 –0.32% –1.9% –28.7%

3.40% 10 Nordic Countries 112.81 2.04% 15.0% –38.6%

2.70% 4 Russia 564.50 –0.12% 37.0% –58.3%

4.40% 9 South Africa 596.70 1.60% 3.1% –20.1%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 297.97 1.67% 20.5% –39.3%

2.20% 25 Japan 547.86 2.29% 3.4% –36.4%

2.70% 11 China 49.38 1.45% 21.1% –34.3%

1.50% 14 India 477.57 2.27% 29.3% –32.9%

1.70% 14 Korea 377.10 1.04% 22.9% –26.0%

5.90% 13 Taiwan 237.64 2.07% 37.1% –30.9%

2.60% 19 US BROAD MARKET 968.14 –1.12% –1.4% –35.8%

1.80% -56 US Small Cap 1,239.81 –1.06% –0.6% –34.5%

3.80% 12 EM LATIN AMERICA 2,732.71 0.30% 31.5% –42.1%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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‘Angels & Demons,’ with Tom Hanks and Ayelet Zurer, above, took in $48 million in
North America and $104 million internationally over the weekend.

By Peter Sanders

Hollywood extended its box-office
streak over the weekend, as “Angels &
Demons,” the big budget follow-up to
2006’s “The Da Vinci Code,” took the
top spot in the U.S. while doing even
bigger business internationally.

“Angels & Demons,” distributed
by Sony Corp.’s Sony Pictures Enter-
tainment, made $48 million in North
America, but took in $104 million in-
ternationally, where it opened in 96
countries simultaneously.

In recent years, Hollywood has
come to depend increasingly on for-
eign box-office sales to help recoup
the hundreds of millions of dollars it
spends on its tent-pole summer and
holiday movies.

Though the movie didn’t break
the $50 million mark domestically in
its first weekend, Sony executives
said they were happy with the take
so far on a movie that cost $150 mil-
lion to make and millions of dollars
more to market.

“Basically, it is firing on all cylin-
ders and it’s where we were hoping
to be here and even better interna-

tionally,” says Rory Bruer, president
of world-wide distribution at Sony
Pictures.

The movie, which was adapted
from the 2000 novel by Dan Brown,
sees Tom Hanks reprising his role as
symbologist Robert Langdon, who in-
vestigates a murder-mystery within

the Catholic Church.
Sony Pictures executives have

been saying for months they didn’t ex-
pect the movie to replicate the initial
box-office success of “The Da Vinci
Code.” In its first weekend, “The Da
Vinci Code” brought in $77 million do-
mestically.

‘Angels’ sees strong global debut

Brazil food giants Sadia,
Perdigão discuss tie-up

‘Twilight’ basks in DVD glow
As film disc sales sag
for overall industry,
teen flick bucks trend

CORPORATE NEWS
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‘Twilight’ has sold more than 5.2 million DVDs since its release March 21, putting it in
the league with blockbusters such as ‘Pirates of the Caribbean’ and ‘The Dark Knight.’
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Source: the companies

Processing powers
Share of Brazilian market

PerdigãoSadia

Margarine

Processed meat

Frozen meat
47.1% 32.1%

31.7 25.7

47.2 19.0

Perdigão and Sadia products at a 
São Paulo supermarket Sunday. ▼

By Antonio Regalado

And Kenneth Rapoza

SÃO PAULO—Brazil’s meat-pro-
cessing giant Sadia SA once made a
hostile bid for rival Perdigão SA. Its
fortunes have since changed, and
now Sadia is looking for a partner
from a position of weakness instead
of strength.

The two companies, which to-
gether slaughter more than two bil-
lion chickens and other birds a year,
said they are in discussions for a
merger that would rescue Sadia and
create one of the world’s largest fro-
zen and processed food companies.

The deal marks a new trend in
emerging markets, where firms
spentbillionsinrecentyearsexpand-
ing into Europe and the U.S. Now,
with local companies weakened by
the financial crisis, Brazil is seeing a
wave of mergers among national
names.

Sadia, which makes frozen pizzas,
lasagnaandchickenpockets,wascrip-
pled last year by a billion dollar loss
caused mostly by risky exchange-rate
bets against the U.S. dollar. The losses
piled up when Brazil’s currency, the
real,unexpectedlyslumpedinSeptem-
ber.

ForPerdigão,whosepopularpack-
agedfoodbrandssponsorsoccerstar
Ronaldo, Sadia’s stumble is a chance
forittotakeoveritsmaincompetitor
on Brazilian store shelves.

Brazil’s government was unlikely
to allow Sadia, with its more than
50,000 employees, to fail. Now, in-
stead of rescuing Sadia, the govern-
ment’s development bank could help
finance a merger with as much as
$750 million, Citibank analyst Carlos
Albano estimated in a report re-
leased on Thursday. A development
bank official declined to comment.

Financial terms of a potential
deal weren’t disclosed. Neither Sa-
dianorPerdigãoreturnedcallsseek-
ing comment over the weekend.

Brazil’s government doesn’t
want major companies scooped up
by foreign firms, and has been push-
ing domestic mergers. In the past
year, it helped underwrite the take-
over of phone company Brazil Tele-
com by competitor Oi, creating a so-
callednationalchampionabletocom-
pete head-to-head with foreign tele-
communications firms.

A tie-up of Perdigão and Sadia,
withabout$11billionincombinedan-
nual sales, would rank as the 10th-
largest food company in the Ameri-
cas, just behind Heinz Co., according
to consulting firm Economatica.

Last week, São Paulo-based beef,
pork and chicken processor Marfrig
Alimentos SA, which bought up
more than 15 foreign firms since
2006, said it is in discussions to ac-

quire local beef and leather-maker
Bertin SA.

Such mergers could intensify the
rivalry with U.S. firms such as Tyson
Foods Inc., which last September an-
nouncedanaggressivemoveintoBra-
zil, buying three poultry firms. With
low wages and costs, Brazil is attrac-
tive for food producers, and already
exports more chicken than any coun-
try.

Three years ago, Sadia made an
unsuccessful bid to acquire Per-
digão.ButSadiaitselfbecameatake-
over target after reporting just over
a $1 billion loss for 2008. The com-
pany fired several executives. But
with pressure for a sale mounting,
Luiz Fernando Furlan, chairman of
Sadia,saidonMarch30atthecompa-
ny’s annual shareholder meeting
that Sadia was in negotiations with
Perdigão and needed to “partner
with another company and form a
third company.”

In late April, Perdigão also an-
nounced that merger negotiations
were on, although it cautioned last
week that the firms had “not reached
an agreement on the terms of the
merger.”

Despite that, many now see the
deal as imminent. “We believe that
thelikelihoodofthis mergertomate-
rialize has significantly increased,”
Mr. Albano said in the Citibank re-
port.

Boosted by merger rumors, Sadia
shares traded on the New York Stock
Exchange have doubled in value
sincehittingalowinMarch.InFriday
trading on the NYSE Perdigão’s
shares were down 2.4%, while Sadia
shares fell 4.2%.

A combined company would be
loadedwithdebt—about$5 billion—
leading some to see risks for Per-
digão. “At this point, we see more up-
side for Sadia than for Perdigão,”
said Soummo Mukherjee, a meat and
beverage analyst for Moody’s in São
Paulo. “If this merger goes through,
Perdigão could get a credit rating
change and it will be negative.”

Shares remain risky for other rea-
sons, too. The two companies to-
getherbuyaround15%ofBrazil’scorn
production, and grain prices have
soaredduetocompetitionfrombiofu-
els. The recent strengthening of Bra-
zil’s currency also cuts into export
profits.

Although a combination of the
two companies would create Brazil’s
dominant processed-foods firm, an
antitrust challenge would be un-
likely, analysts say, since the govern-
ment appears to be on board with a
merger. Only in a few areas—such as
frozen pizza and margarine—could
the firm be forced to sell product
lines because of the size of the com-
bined market share.

By Lauren Schuker

DVD sales have plummeted re-
cent months, but buyers have sunk
their teeth into one title, teen vam-
pire film “Twilight,” illustrating
how Hollywood marketing muscle
can still defy recession-damped con-
sumer trends.

Summit Entertainment’s “Twi-
light” DVD has sold more than 5.2
million units since its release March
21. It sold 3.1 million copies on its de-
but day alone, making it one of the
five fastest-selling DVDs ever on
the first day of release, along with
much larger blockbuster movies,
such as “The Dark Knight” and “Pi-
rates of the Caribbean: At World’s
End.”

That impressive surge didn’t
happen by accident. Summit
mapped out an intricate marketing
campaign designed to make the film
stand out from other, more high-
profile releases coming out about
the same time. That’s because the
studio—which is a small fry com-
pared with the likes of General Elec-
tric Co.’s Universal or Time Warner
Inc.’s Warner Bros.—had a lot
riding on a successful DVD launch.

Hollywood still makes the bulk
of its profits from home video sales.
But that market, which grew more
than 15% a year between 2000 and
2004, has begun to wilt recently. Ac-
cording to Adams Media Research,
sales fell a sharp 9% last year and in
the first third of this year declined
another 8%, compared with the
same period in 2008.

Many recent films, such as last
summer’s box-office hit “Sex and
the City,” have underperformed on
DVD relative to what they grossed
at the box office.

“Twilight” was a surprise hit for
Summit, grossing more than $380
million at the box office world-
wide. But the studio, which released
only six films last year, needed pow-
erful DVD sales in order to compen-
sate for a string of duds it had put

out since it launched as a full-ser-
vice studio in early 2007.

“With the DVD market having so
many issues, making the ‘Twilight’
DVD a success required outside-the-
box thinking,” says Summit Chief Ex-
ecutive Rob Friedman.

Summit came up with a plan to
stage midnight parties at retailers
ranging from big-box discounter
Wal-Mart Stores Inc. to teen spe-
cialty chain Hot Topic Inc. on the
night of the DVD’s release, featur-
ing in-person appearances by “Twi-
light” stars such as Rachelle Lefevre
and director Catherine Hardwick.
Those events attracted crowds as
large as 2,500 fans to stores in Dal-
las, Salt Lake City and Chicago.

“It became really important to
make the DVD an event,” says Nancy
Kirkpatrick, president of world-
wide marketing at Summit.

Summit also gave retailers
unique versions of the “Twilight”
DVDs to drum up excitement over
the product. Wal-Mart carried a reg-
ular version of the single $17 disc
without bonus items, while every
other retailer sold different, more
expensive versions—for around
$19.99—featuring interviews with
the cast and red-carpet footage.

On most movie titles, about 80%
of DVD sales come from single discs
rather than more expensive two-

disc sets with bonus content or Blue-
ray versions, says Steve Nickerson,
president of Summit’s home-enter-
tainment division. With “Twilight,”
Summit encountered a jump in
sales of premium product, with only
30% of DVD sales coming from sin-
gle discs and about 70% from pre-
mium versions.

Those strategies helped drum up
interest in the “Twilight” property
from retailers that don’t usually
carry a wide variety of DVDs. Betsy
McLaughlin, chief executive of Hop
Topic, says that while her company
stocks few DVDs, she decided to sell
“Twilight” after Summit agreed to
hold midnight parties and allowed
Hot Topic to sell an exclusive ver-
sion of the DVD that included a film
cell of “Twilight” stars Kristen Stew-
art and Robert Pattinson.

“Twilight’s” success may pave
the way for other DVDs coming out
this spring. Home-entertainment
firm Adams Media Research is pro-
jecting an 8% decline in home video
sales for 2009. But Vice President
Denis Cambruzzi says that estimate
may prove conservative because
2009 box office is up about 16%,
with hits like “Fast & Furious” and
“X-Men Origins: Wolverine,” and
“those titles haven’t landed on re-
tailers shelves as yet.”
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MP-TURKEY.SI OT OT SVN 05/15 EUR 24.22 24.0 –35.9 –27.9

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 05/15 USD 11.08 27.1 –21.5 –8.9
Parex Caspian Sea Eq EU EQ LVA 05/15 EUR 2.82 34.3 –69.2 –46.7
Parex Eastern Europ Bd EU BD LVA 05/15 USD 11.08 27.1 –21.5 –8.9
Parex Russian Eq EE EQ LVA 05/15 USD 13.63 57.4 –57.2 –25.6

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 05/18 USD 131.84 18.9 –40.3 –16.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/18 USD 126.13 18.5 –40.8 –17.6
PF (LUX)-Biotech-Pca OT EQ LUX 05/15 USD 247.68 –13.1 –24.7 –10.0
PF (LUX)-CHF Liq-Pca CH MM LUX 05/15 CHF 124.07 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/15 CHF 93.65 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/15 USD 88.53 8.9 –28.5 –14.3
PF (LUX)-East Eu-Pca EU EQ LUX 05/15 EUR 199.05 49.1 –55.5 –32.3
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/18 USD 115.60 24.1 –47.9 –19.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/18 USD 376.14 23.6 –47.6 –20.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/15 EUR 80.18 4.9 –35.8 –25.4
PF (LUX)-EUR Bds-Pca EU BD LUX 05/15 EUR 372.07 –0.4 3.7 1.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/15 EUR 283.14 –0.4 3.7 1.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/15 EUR 131.54 5.3 0.4 –0.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/15 EUR 92.48 5.3 0.4 –0.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/15 EUR 109.48 21.4 –22.1 –15.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/15 EUR 63.47 21.4 –22.1 –15.5
PF (LUX)-EUR Liq-Pca EU MM LUX 05/15 EUR 135.52 0.7 2.9 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/15 EUR 97.66 0.6 2.9 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/15 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/15 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/15 EUR 328.80 7.5 –39.0 –29.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/15 EUR 105.53 4.3 –36.1 –28.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/15 USD 209.31 10.5 3.1 2.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/15 USD 142.39 10.5 3.1 2.8
PF (LUX)-Gr China-Pca AS EQ LUX 05/18 USD 266.95 25.5 –33.4 –8.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/15 USD 225.31 17.6 –42.7 –18.6
PF (LUX)-Jap Index-Pca JP EQ LUX 05/18 JPY 8284.54 1.7 –38.5 –28.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/18 JPY 7241.02 –0.8 –43.1 –32.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/18 JPY 7051.14 –1.1 –43.5 –33.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/18 JPY 3988.41 1.6 –39.6 –29.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/18 USD 184.30 16.4 –41.5 –18.9
PF (LUX)-Piclife-Pca CH BA LUX 05/15 CHF 714.60 3.6 –12.1 –10.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/15 EUR 48.03 8.8 –30.0 –24.8
PF (LUX)-Rus Eq-Pca OT OT LUX 05/15 USD 38.32 67.8 –63.2 NS
PF (LUX)-Security-Pca GL EQ LUX 05/15 USD 78.09 9.3 –22.3 –15.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/15 EUR 361.12 10.7 –37.1 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 05/15 USD 81.50 –0.2 –35.9 –19.6
PF (LUX)-USA Index-Pca US EQ LUX 05/15 USD 71.29 –1.7 –36.9 –22.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/15 USD 513.38 –3.2 7.1 7.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/15 USD 376.71 –3.2 7.1 7.0
PF (LUX)-USD Liq-Pca US MM LUX 05/15 USD 130.71 0.4 1.7 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/15 USD 85.35 0.4 1.7 2.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/15 USD 101.50 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/15 USD 100.79 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/15 EUR 104.65 1.6 –26.3 –18.7
PF (LUX)-WldGovBds-Pca GL BD LUX 05/18 USD 157.90 –4.2 2.0 7.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/18 USD 130.70 –4.2 2.0 7.7
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/17 USD 41.48 –0.1 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 05/15 USD 9.47 20.8 –30.2 –18.3
Japan Fund USD JP EQ IRL 05/15 USD 14.62 –0.5 –13.4 –9.1
Polar Healthcare Class I USD OT OT IRL 05/15 USD 10.30 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/14 USD 10.86 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 44.2 –30.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/15 EUR 557.92 –1.0 –37.3 NS

Core Eurozone Eq B EU EQ IRL 05/15 EUR 653.02 –0.7 –37.2 NS

Euro Fixed Income A EU BD IRL 05/15 EUR 1133.30 0.1 –7.6 –5.5

Euro Fixed Income B EU BD IRL 05/15 EUR 1205.33 0.3 –7.1 –4.9

Euro Small Cap A EU EQ IRL 05/15 EUR 945.17 11.5 –40.7 –34.1

Euro Small Cap B EU EQ IRL 05/15 EUR 1008.65 11.7 –40.3 –33.7

Eurozone Agg Eq A EU EQ IRL 05/15 EUR 513.82 3.4 –39.0 –29.5

Eurozone Agg Eq B EU EQ IRL 05/15 EUR 735.66 3.6 –38.7 –29.1

Glbl Bd (EuroHdg) A GL BD IRL 05/15 EUR 1234.53 3.1 –4.2 –2.0

Glbl Bd (EuroHdg) B GL BD IRL 05/15 EUR 1305.44 3.3 –3.5 –1.4

Glbl Bd A EU BD IRL 05/15 EUR 1023.48 4.4 4.3 –0.7

Glbl Bd B EU BD IRL 05/15 EUR 1085.45 4.6 5.0 –0.2

Glbl Real Estate A OT EQ IRL 05/15 USD 618.42 –7.2 –52.8 –35.3

Glbl Real Estate B OT EQ IRL 05/15 USD 635.15 –7.0 –52.5 –34.9

Glbl Real Estate EH-A OT EQ IRL 05/15 EUR 577.11 –8.0 –51.2 –36.0

Glbl Real Estate SH-B OT EQ IRL 05/15 GBP 54.06 –8.8 –51.5 –35.6

Glbl Strategic Yield A EU BD IRL 05/15 EUR 1288.36 14.0 –14.5 –8.1

Glbl Strategic Yield B EU BD IRL 05/15 EUR 1373.39 14.2 –14.0 –7.6

Japan Equity A JP EQ IRL 05/15 JPY 11072.00 7.1 –36.1 –28.3

Japan Equity B JP EQ IRL 05/15 JPY 11756.00 7.4 –35.7 –27.9

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/15 USD 1562.65 21.5 –37.4 –17.8

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/15 USD 1661.38 21.8 –37.0 –17.3

Pan European Eq A EU EQ IRL 05/15 EUR 754.50 5.0 –38.1 –28.3

Pan European Eq B EU EQ IRL 05/15 EUR 801.27 5.2 –37.8 –27.9

US Equity A US EQ IRL 05/15 USD 680.85 1.7 –39.4 –22.2

US Equity B US EQ IRL 05/15 USD 726.27 2.0 –39.0 –21.7

US Small Cap A US EQ IRL 05/15 USD 994.10 –1.1 –39.5 –24.5

US Small Cap B US EQ IRL 05/15 USD 1061.02 –0.9 –39.1 –24.0

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/18 SEK 63.18 5.0 –40.8 –29.9

Choice Japan Fd JP EQ LUX 05/18 JPY 45.36 0.9 –38.4 –30.4

Choice Jpn Chance/Risk JP EQ LUX 05/18 JPY 45.61 1.8 –44.7 –31.6

Choice NthAmChance/Risk US EQ LUX 05/18 USD 3.13 11.7 –41.0 –22.2

Europe 2 Fd EU EQ LUX 05/18 EUR 0.75 8.3 –42.3 –31.3

Europe 3 Fd EU EQ LUX 05/18 EUR 3.23 5.9 –43.5 –32.1

Global Chance/Risk Fd GL EQ LUX 05/18 EUR 0.50 5.7 –33.1 –25.3

Global Fd GL EQ LUX 05/18 USD 1.69 1.3 –41.6 –25.0

Intl Mixed Fd -C- NO BA LUX 05/18 USD 22.53 –1.9 –32.4 –17.0

Intl Mixed Fd -D- NO BA LUX 05/18 USD 15.68 –3.3 –33.4 –17.6

Wireless Fd OT EQ LUX 05/18 EUR 0.12 23.9 –27.8 –19.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/18 USD 5.56 22.8 –34.0 –15.4

Currency Alpha EUR -IC- OT OT LUX 05/18 EUR 10.58 –3.0 0.6 2.2

Currency Alpha EUR -RC- OT OT LUX 05/18 EUR 10.51 –3.2 0.1 1.9

Currency Alpha SEK -ID- OT OT LUX 05/18 SEK 98.49 –6.8 –3.4 NS

Currency Alpha SEK -RC- OT OT LUX 05/18 SEK 111.12 –3.2 0.1 1.9

Generation Fd 80 OT OT LUX 05/18 SEK 6.81 6.7 –23.3 NS

Nordic Focus EUR NO EQ LUX 05/18 EUR 62.07 24.4 –34.5 NS

Nordic Focus NOK NO EQ LUX 05/18 NOK 67.70 24.4 –34.5 NS

Nordic Focus SEK NO EQ LUX 05/18 SEK 69.90 24.4 –34.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/18 USD 1.43 2.9 –37.7 –24.3

Ethical Global Fd GL EQ LUX 05/18 USD 0.62 0.6 –41.2 –26.4

Ethical Sweden Fd NO EQ LUX 05/18 SEK 33.38 21.1 –21.1 –17.4

Europe Fd EU EQ LUX 05/18 USD 1.63 1.6 –36.7 –27.4

Index Linked Bd Fd SEK OT BD LUX 05/18 SEK 12.51 –1.7 0.9 3.2

Medical Fd OT EQ LUX 05/18 USD 2.64 –8.1 –23.5 –17.1

Short Medium Bd Fd SEK NO MM LUX 05/18 SEK 8.78 0.8 2.5 2.9

Technology Fd OT EQ LUX 05/18 USD 1.85 18.7 –32.4 –14.7

World Fd NO BA LUX 05/18 USD 1.72 3.7 –37.3 –20.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/18 EUR 1.27 0.0 0.6 1.6

Short Bond Fd SEK NO MM LUX 05/18 SEK 21.84 1.3 2.6 3.0

Short Bond Fd USD US MM LUX 05/18 USD 2.49 –0.1 0.8 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/18 SEK 9.94 –1.2 –3.5 –0.7

Alpha Bond Fd SEK -B- NO BD LUX 05/18 SEK 8.60 –1.2 –3.5 –0.7

Alpha Bond Fd SEK -C- NO BD LUX 05/18 SEK 24.89 –1.3 –3.7 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 05/18 SEK 7.75 –1.3 –3.7 –0.8

Alpha Short Bd SEK -A- NO MM LUX 05/18 SEK 11.01 1.9 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/18 SEK 10.07 1.9 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/18 SEK 21.54 1.9 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 05/18 SEK 41.63 0.2 8.8 5.8

Bond Fd SEK -D- NO BD LUX 05/18 SEK 12.09 –3.0 5.4 3.5

Corp. Bond Fd EUR -C- EU BD LUX 05/18 EUR 1.12 2.8 –5.7 –2.7

Corp. Bond Fd EUR -D- EU BD LUX 05/18 EUR 0.86 2.9 –5.6 –2.9

Corp. Bond Fd SEK -C- NO BD LUX 05/18 SEK 10.95 1.9 –10.3 –4.9

Corp. Bond Fd SEK -D- NO BD LUX 05/18 SEK 8.28 –1.9 –13.7 –6.6

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/18 EUR 100.98 –2.8 2.3 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/18 EUR 105.44 1.8 6.8 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 05/18 SEK 1114.83 1.8 6.8 NS

Flexible Bond Fd -C- NO BD LUX 05/18 SEK 21.21 1.6 6.1 4.5

Flexible Bond Fd -D- NO BD LUX 05/18 SEK 11.60 –1.8 2.5 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/18 SEK 78.08 –2.5 –25.2 –15.2

Global Hedge I SEK -D- OT OT LUX 05/18 SEK 71.35 –2.5 –25.2 –16.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/18 USD 1.96 27.2 –40.2 –12.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/18 SEK 24.22 44.3 –17.0 –14.4

Europe Chance/Risk Fd EU EQ LUX 05/18 EUR 826.11 8.3 –46.0 –33.6

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 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 05/14 EUR 27.20 –4.1 –8.3 –1.5

Bonds Eur Corp A OT OT LUX 05/14 EUR 21.58 4.1 –1.4 –1.4

Bonds Eur Hi Yld A OT OT LUX 05/14 EUR 15.70 18.1 –22.6 –16.5

Bonds EURO A OT OT LUX 05/15 EUR 39.76 0.7 6.9 4.5

Bonds Europe A OT OT LUX 05/15 EUR 38.03 0.4 6.9 3.5

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 05/15 USD 33.48 6.2 4.2 5.5

Bonds World A OT OT LUX 05/15 USD 39.08 –1.9 0.0 6.9

Eq. China A OT OT LUX 05/15 USD 17.93 20.0 –34.1 –11.4

Eq. ConcentratedEuropeA OT OT LUX 05/15 EUR 22.01 6.8 –38.2 –28.8
Eq. Eastern Europe A OT OT LUX 05/15 EUR 16.94 28.2 –57.4 –33.9
Eq. Equities Global Energy OT OT LUX 05/14 USD 15.04 5.5 –46.5 –15.6
Eq. Euroland A OT OT LUX 05/15 EUR 8.92 –2.7 –39.2 –29.7
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/14 EUR 14.71 7.1 –35.3 –21.8
Eq. EurolandFinancialA OT OT LUX 05/14 EUR 8.72 3.5 –47.5 –36.8
Eq. Glbl Emg Cty A OT OT LUX 05/15 USD 7.38 23.5 –44.6 –16.7
Eq. Global A OT OT LUX 05/15 USD 21.28 1.1 –41.3 –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 05/15 USD 23.53 12.5 –21.2 –3.9
Eq. Japan Sm Cap A OT OT LUX 05/15 JPY 917.92 1.4 –36.3 –35.1
Eq. Japan Target A OT OT LUX 05/18 JPY 1599.03 2.2 –18.9 –18.5
Eq. Pacific A OT OT LUX 05/15 USD 7.36 15.3 –39.9 –17.5
Eq. US ConcenCore A OT OT LUX 05/15 USD 18.16 11.8 –28.3 –15.8
Eq. US Lg Cap Gr A OT OT LUX 05/15 USD 12.08 12.1 –41.5 –21.2
Eq. US Mid Cap A OT OT LUX 05/15 USD 22.48 12.2 –42.2 –17.8
Eq. US Multi Strg A OT OT LUX 05/15 USD 16.64 4.2 –42.3 –25.3
Eq. US Rel Val A OT OT LUX 05/15 USD 15.75 1.4 –43.7 –30.4
Eq. US Sm Cap Val A OT OT LUX 05/15 USD 12.31 –4.9 –47.8 –33.7
Eq. US Value Opp A OT OT LUX 05/15 USD 12.92 –0.3 –46.7 –32.8
Money Market EURO A OT OT LUX 05/15 EUR 27.31 0.7 3.4 3.7
Money Market USD A OT OT LUX 05/15 USD 15.81 0.4 1.9 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 05/18 JPY 8298.00 –3.6 –41.7 –35.4
YMR-N Japan Fund OT OT IRL 05/18 JPY 9363.00 –0.8 –39.7 –31.9
YMR-N Low Price Fund OT OT IRL 05/18 JPY 12701.00 –2.2 –37.5 –30.6
YMR-N Small Cap Fund OT OT IRL 05/18 JPY 5921.00 –7.7 –42.1 –36.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/18 JPY 4124.00 –1.9 –46.7 –35.0
Yuki 77 General JP EQ IRL 05/18 JPY 5953.00 0.8 –41.7 –32.0
Yuki 77 Growth JP EQ IRL 05/18 JPY 5616.00 –5.1 –44.1 –36.9
Yuki 77 Income AS EQ IRL 05/18 JPY 4696.00 –8.2 –40.7 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/18 JPY 6194.00 –0.7 –40.3 –33.1
Yuki Chugoku Jpn Gro JP EQ IRL 05/18 JPY 4684.00 –8.4 –44.8 –34.6
Yuki Chugoku JpnLowP JP EQ IRL 05/18 JPY 7754.00 –5.3 –33.4 –27.9
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 05/18 JPY 6530.00 –3.5 –43.6 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/18 JPY 4327.00 –4.9 –46.2 –34.0
Yuki Hokuyo Jpn Inc JP EQ IRL 05/18 JPY 4972.00 –5.8 –39.0 –30.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/18 JPY 4354.00 –7.5 –41.4 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/18 JPY 4049.00 –4.7 –49.5 –36.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/18 JPY 4227.00 –5.9 –50.4 –38.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/18 JPY 6067.00 –0.6 –45.2 –34.3
Yuki Mizuho Jpn Gen OT OT IRL 05/18 JPY 7965.00 –0.7 –39.8 –33.3
Yuki Mizuho Jpn Gro OT OT IRL 05/18 JPY 5969.00 –4.5 –40.4 –34.9
Yuki Mizuho Jpn Inc OT OT IRL 05/18 JPY 7435.00 –6.5 –40.2 –31.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/18 JPY 4806.00 –3.6 –41.4 –32.7
Yuki Mizuho Jpn LowP OT OT IRL 05/18 JPY 11064.00 –2.4 –31.2 –27.5
Yuki Mizuho Jpn PGth OT OT IRL 05/18 JPY 7372.00 –3.5 –44.9 –35.9
Yuki Mizuho Jpn SmCp OT OT IRL 05/18 JPY 5815.00 –5.2 –43.9 –36.6
Yuki Mizuho Jpn Val Sel OT OT IRL 05/18 JPY 5244.00 1.0 –38.6 –29.8
Yuki Mizuho Jpn YoungCo OT OT IRL 05/18 JPY 2345.00 –1.8 –49.1 –45.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/18 JPY 4531.00 0.7 –46.4 –35.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/18 JPY 5033.00 –1.3 –41.3 –33.3
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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 35.3 –63.0 –37.1

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 03/31 EUR 246.93 NS NS NS

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

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

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

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

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

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

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

n 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 05/15 USD 244.00 27.0 –66.6 –45.2

Antanta MidCap Fund EE EQ AND 05/15 USD 349.10 20.5 –80.5 –50.5

Meriden Opps Fund GL OT AND 05/13 EUR 82.88 –4.8 –23.7 NS

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 03/31 USD 1217.26 NS –14.6 –5.6

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 05/12 USD 57.16 –31.4 –1.3 9.1

Superfund GCT USD* OT OT LUX 05/12 USD 2697.00 –26.1 –7.2 1.4

Superfund Gold A (SPC) OT OT CYM 05/12 USD 979.74 –15.7 –5.9 13.7

Superfund Gold B (SPC) OT OT CYM 05/12 USD 1027.60 –23.8 –9.9 11.3

Superfund Q-AG* OT OT AUT 05/12 EUR 7270.00 –17.0 –1.9 5.0

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

BEIJING—Baidu Inc. workers
called off their strike at China’s top
Internet search site although they
hadn’t reached an agreement with
the company over new compensa-
tion policies.

Representatives of several hun-
dred employees from two southern
cities finished meetings on Monday
with executives from Baidu’s
Beijing headquarters, including the
head of human resources and an as-
sistant to Chief Executive Robin Li.
The workers said they will give the
company three days to come up
with a fair response and decide
what to do after that.

The employees stopped working
May 4 over salary cuts and new com-
mission policies they said were de-
signed to force people out of their
jobs. Baidu, with about triple the
share of Chinese Internet search rev-
enue of Google Inc., set new sales tar-
gets at the start of this month and
said it would withhold commissions
from employees who don’t meet
them, according to the workers.
Also, base salaries were reduced by
about 30%, said the workers, who

are demanding that the policies be
canceled and that the company’s re-
gional manager be fired.

Baidu said Monday that the
new, nationwide policies are de-
signed to “incentivize our sales
force and promote healthy growth
in the long term.”

“While there are some issues
with certain employees in parts of
our operation, we are currently ad-
dressing the issues and ex-
pect a prompt resolution,”
the company said.

Even if the strike is over,
some analysts said its inter-
ruptions could affect the
company’s performance
when it also faces a weak ad-
vertising market and still is
recovering from bad public-
ity last year for carrying
ads from unlicensed medi-
cal companies.

Fiona Zhou, analyst for
research firm JL McGregor
& Co., says Baidu’s commission poli-
cies make sense from an accounting
perspective and could help improve
operating profit. “But in the short
term,” she said, “the absence of
these sales employees will defi-
nitely affect their second-quarter
revenue.” She said it is hard to quan-
tify the impact but that Baidu “is
completely dependent on their
sales people.”

Baidu workers visited govern-
ment labor bureaus Thursday and

Friday complaining that the com-
pany violated their rights. An official
at the Labor and Social Security Bu-
reau in the Tianhe district of Guang-
zhou, one of southern China’s big-
gest cities, said Baidu said the new
policies were “normal internal ad-
justments” and that Baidu has no
plans to make layoffs.

A striking worker said Monday
that Baidu executives “have prom-

ised to solve the issue in a
satisfactory way.…We will
wait and see.” But he said
the workers and the com-
pany “haven’t come up
with any specific plan or
strategy to solve the issue.”

Baidu, which reported
revenue of $469 million
last year, had about 6,200
employees as of March.

Labor strikes aren’t ille-
gal in China but they are dis-
couraged by the govern-
ment, and the country’s

government-backed labor union
doesn’t support them. Still, with job
losses and labor disputes increasing
with the economic downturn, labor
activists say the number of strikes is
on the rise in the country.

Government labor officials in
Guangzhou said employees may sub-
mit complaints to their labor bu-
reaus if they feel their rights have
been violated.

—Sue Feng contributed
to this article.

Baidu workers call off strike
Internet-search firm,
Chinese staff meet
over compensation

Robin Li

Carnival Corp.

Carnival Corp. said its fiscal-sec-
ond-quarter earnings will be cut by
about five cents a share from having
to change cruise routes in the wake of
the A/H1N1 influenza virus centered
in Mexico. The Miami-based cruise-
ship giant steered passengers away
from the country after the U.S. Cen-
ters for Disease Control recom-
mended against nonessential travel
to Mexico. That recommendation
was lifted Friday, but Carnival said
Monday that some of its routes won’t
return to their original form until
June 15. In addition to the 5-cent
profit impact from the changes
through that date, Carnival on Mon-
day said as much as an additional
nickel per share could be cut from
earnings from further impact from
the illness. The company said 27
ships had to change routes from
three of its brands. Carnival in
March projected fiscal-second-quar-
ter earnings of 30 cents to 32 cents a
share.

OAO Gazprom

Russian gas company OAO Gaz-
prom on Monday proposed to cut its
2008 dividend to only one-seventh
of the previous year’s figure as it
struggles with falling profit and
high debt. State-controlled Gaz-
prom’s board suggested a payout of
0.37 rubles (one U.S. cent) per share,
down from 2.66 rubles in 2007, the
company said. The world’s largest
gas producer intends to spend 5% of
last year’s net profit, or about $1 bil-
lion, on the payout. Gazprom’s
fourth-quarer net fell to $1.1 billion,
down 84% from a year earlier as the
it battled sliding demand for its ex-
ports and the fall in the ruble. Net
debt stood at $41 billion on Dec. 31.

By Kaveri Niththyananthan

The number of air passengers
opting to fly premium class contin-
ued to decline in March, falling
19% from a year earlier, the Inter-
national Air Transport Associa-
tion said Monday.

However, the decline in pre-
mium travel, usually a lucrative
source of profit for airlines,
slowed since February, when the
number of premium passengers
fell 21%. Despite significant fare
cuts, IATA said there was no sign
yet of a bottom to premium-ticket
declines. Only about 7% to 8% of
passengers travel on premium tick-
ets on international routes, but
they generate 25% of revenue.

Total passenger numbers fell
9.3% in March from a year earlier,
compared with a 9.6% decline in
February. In contrast to air
freight, “there is no indication in
the data yet that the decline in pas-
senger travel has reached a bot-
tom,” IATA said.

The industry group said that
year-to-year comparisons were
somewhat flawed by calendar ef-
fects. February 2008 had an addi-

tional day because of the leap year,
and March 2008 traffic figures ben-
efited from Easter falling in the
month last year. Easter, which usu-
ally boosts economy travel, came
in April this year.

After adjusting for these ef-
fects, passenger numbers declined
7.5% in March, compared with a 6%
decline in February, IATA said. The
number of passengers traveling in
economy class, meanwhile,
dropped 8.2% in March from a year
earlier, compared with an 8.3% de-
cline in February.

Premium travel in markets con-
nected to the Asian-Pacific region
remained the weakest in March,
with a decline of 29% across the
North- and mid-Pacific. Premium
travel within East Asia dropped
29%, while routes between Europe
and East Asia experienced a 20%
decline. Only premium markets
within Africa continued to grow in
March, “albeit at a glacial pace” of

0.4%, IATA said.
The group warned that reve-

nues would be hit harder, as pre-
mium fares were dropping faster
than economy fares. In March and
the first quarter, IATA estimates,
revenue from premium passen-
gers on international markets fell
between 35% and 40%.

In addition, IATA said, the dis-
tance traveled on international
routes, which is measured in reve-
nue passenger kilometers, is drop-
ping at a faster rate than passen-
ger numbers. In March, revenue
passenger kilometers fell 11% as
the number of passengers flying
on major long-haul routes is declin-
ing at a faster rate than the num-
ber of short-haul passengers.

“This is in part due to the
greater number of business pas-
sengers on long-haul markets, but
also seems to be due to a reduction
in distance traveled on leisure
trips,” IATA said.

Premium air travel declines 19%
OAO Severstal

The chief executive of OAO Sever-
stal’s North American operations
said the Russian steelmaker has no
plans to leave the U.S., despite the
weak market. “We are here for good,”
said President and CEO Gregory Ma-
son. “Severstal will continue to make
steel in America.” He is meeting with
the company’s investors in the U.S. to
quash concerns that the steelmaker
is planning to leave the country, after
saying last week that it was idling op-
erations in West Virginia and Ohio.
Severstal is facing low demand and
falling prices in its strongest mar-
kets, including Russia and Europe,
and investors asked if the company
planned to leave the U.S. to conserve
cash. Mr. Mason said the company’s
balance sheet is strong enough to
ride out the weak U.S. market.

WestLB AG

WestLB AG’s chief executive,
Heinz Hilgert, resigned Monday fol-
lowing a disagreement with the Ger-
man bank’s owners over how to re-
structure the lender. The bank
didn’t name a successor for Mr.
Hilgert, who had held the job since
May 2008 and whose resignation
was unexpected. Mr. Hilgert said his
situation had become untenable af-
ter WestLB’s majority shareholder,
the regional association of savings
banks, declined to back his restruc-
turing proposal. The bank is seeking
to transfer about Œ80 billion ($108
billion) in risky assets off its balance
sheet into a special-purpose vehicle.
The proposal to offload risky assets,
such as troubled financial instru-
ments tied to student loans and gov-
ernment bonds, was “not met with
sufficient support,” Mr. Hilgert said.

CORPORATE NEWS

—Compiled from staff
and wire service reports.

Alliance Boots PLC

About 1,500 jobs to be cut
amid sharp profit increase

Alliance Boots PLC of the U.K.
said it is cutting about 1,500 jobs, or
about 10% of its work force, across
its pharmaceutical-wholesale divi-
sion in response to intense competi-
tion, difficult market conditions and
major regulatory changes in some
European countries. The cuts come
as the pharmacy and beauty-prod-
ucts company reported a sharp rise
in net profit and sales for the 12
months ended March 31, boosted by
a solid performance at its health-
and-beauty division and by acquisi-
tions in Germany and France. An-
nual net profit jumped to £101 mil-
lion ($153.2 million) from £10 mil-
lion a year earlier, helped by a 45%
rise in revenue to £17.2 billion.

Independent News & Media

Independent News & Media
PLC narrowly avoided defaulting
on a bond payment Monday, per-
suading creditors to grant it an ex-
tra six weeks to restructure its
debts. The Dublin-based newspa-
per publisher, radio broadcaster
and outdoor advertiser said the
move means no creditor can make
any claim for payment against it un-
til June 26. Independent News & Me-
dia said the extension on the
Œ200 million ($270 million) bond,
which required the agreement of all
its principal bank lenders and more
than 75% of its bondholders by
value, was necessary to facilitate
continuing negotiations over finan-
cial restructuring. The standstill
agreement can be extended beyond
June 26 with the approval of the
company’s creditors.

Kohlberg Kravis Roberts & Co.

Private-equity firm Kohlberg
Kravis Roberts & Co. hired the
former U.S. ambassador to Saudi
Arabia as part of a push to build its
business in the oil-rich Middle
East. Ford M. Fraker joins New
York-based KKR, which recently
set up a subsidiary in Dubai to do
business in the Middle East and
North Africa, as a senior adviser,
the company said. Hiring Mr.
Fraker could help KKR make in-
roads into Saudi Arabia, the Mid-
dle East’s largest economy, where
he built strong links and relation-
ships with senior officials while
U.S. ambassador. Makram Azar,
head of the Middle East and North
Africa for KKR, last week said the
buyout firm is currently studying
several private-equity opportuni-
ties in the Middle East.

Volvo AB

Mack Trucks Inc. signed an agree-
ment with the United Auto Workers
union to create an independent trust
responsible for the health care of re-
tirees, Swedish parent company
Volvo AB said Monday. Volvo said it
will fund the trust with $525 million
in cash, which will be paid over a five-
year period. The agreement is part
of a new collective-bargaining pact
and requires approval by UAW mem-
bers and a U.S. district court. If ap-
proved, the first payment of $110 mil-
lion will be made this quarter. The
trust would allow continued health-
care benefits for current and future
retirees while eliminating Mack’s
health-care liabilities, Volvo said.
Mack, which is based in Allentown,
Pa., currently supports some 9,000
retirees and dependents.

By Ann Zimmerman

And Mary Ellen Lloyd

A belief that the worst of the hous-
ing downturn is over prompted
home-improvement retailer Lowe’s
Cos. to raise its profit outlook for the
year, even as results for its fiscal first
quarter continued to slide.

The Mooresville, N.C., retail chain
posted a 22% decline in first-quarter
earnings Monday amid weak de-
mand for big-ticket projects. But
Wall Street had been bracing for
worse. Strong sales of gardening and
other outdoor products, coupled
with less of the discounting that
weakened fourth-quarter results, de-
livered profit of 32 cents a share in
the quarter ending May 1.

Lowe’s now expects fiscal-year

earnings of between $1.13 and $1.25
a share, up from February’s estimate
of $1.04 to $1.20. “With consumer
confidence having rebounded off its
historic lows and some encouraging
signs in housing, we may have hit the
bottom, but how long we bounce
along the bottom still isn’t clear,”
Chief Executive Robert Niblock said
in an interview.

Mr. Niblock said he expects hous-
ing sales declines to hit bottom in the
first half of the year, housing prices
to hit their lows in the first half of
next year, and the unemployment
rate to peak in the middle of 2010.

Lowe’s posted earnings of $476
million for the quarter, down from
$607 million, or 41 cents a share, a
year ago. Revenue fell 1.5% to $11.83
billion, as same-store sales fell 6.6%.

Lowe’s posts 22% drop in profit

GLOBAL BUSINESS BRIEFS

Executive Travel Program

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

www.thinkmediaoutdoor.be
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/15 GBP 6.66 0.0 –27.8 –16.0

Andfs. Borsa Global GL EQ AND 05/15 EUR 5.41 –6.6 –38.7 –25.6

Andfs. Emergents GL EQ AND 05/15 USD 12.44 24.5 –41.5 –15.6

Andfs. Espanya EU EQ AND 05/15 EUR 10.33 –4.5 –37.1 –22.6

Andfs. Estats Units US EQ AND 05/15 USD 12.14 –0.4 –36.4 –21.9

Andfs. Europa EU EQ AND 05/15 EUR 6.35 –2.1 –36.0 –25.5

Andfs. Franca EU EQ AND 05/15 EUR 7.98 –3.6 –36.5 –27.4

Andfs. Japo JP EQ AND 05/15 JPY 452.46 3.2 –36.5 –28.5

Andfs. Plus Dollars US BA AND 05/15 USD 8.40 –0.4 –20.0 –11.7

Andfs. RF Dolars US BD AND 05/15 USD 10.45 2.3 –8.5 –3.7

Andfs. RF Euros EU BD AND 05/15 EUR 9.33 4.2 –14.0 –9.2

Andorfons EU BD AND 05/15 EUR 12.42 4.1 –16.5 –11.8

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

Andorfons Mix 30 EU BA AND 05/15 EUR 8.09 –0.1 –26.8 –17.6

Andorfons Mix 60 EU BA AND 05/15 EUR 7.75 –4.7 –36.3 –23.9

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 05/18 EUR 9.74 –3.3 –4.7 –2.4
DJE-Absolut P GL EQ LUX 05/18 EUR 174.36 –0.5 –26.9 –15.9
DJE-Alpha Glbl P EU BA LUX 05/18 EUR 155.50 1.1 –21.3 –11.8
DJE-Div& Substanz P GL EQ LUX 05/18 EUR 181.63 3.8 –22.7 –13.3
DJE-Gold&Resourc P OT EQ LUX 05/18 EUR 140.52 7.5 –25.9 –8.8
DJE-Renten Glbl P EU BD LUX 05/18 EUR 123.02 2.8 1.4 0.6
LuxPro-Dragon I AS EQ LUX 05/18 EUR 123.58 33.1 –18.8 –3.6
LuxPro-Dragon P AS EQ LUX 05/18 EUR 120.63 32.9 –19.2 –4.7
LuxTopic-Aktien Europa EU EQ LUX 05/18 EUR 14.73 2.8 –16.6 –9.3
LuxTopic-Pacific AS EQ LUX 05/18 EUR 12.06 33.3 –35.2 –21.0

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 05/12 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 05/15 USD 285.49 16.3 –8.6 –3.5
Sel Emerg Mkt Equity GL EQ GGY 05/15 USD 156.58 19.5 –41.8 –16.7
Sel Euro Equity EUR US EQ GGY 05/15 EUR 77.91 3.8 –41.3 –30.1
Sel European Equity EU EQ GGY 05/15 USD 140.39 2.1 –48.3 –30.0
Sel Glob Equity GL EQ GGY 05/15 USD 147.26 2.5 –43.8 –28.0
Sel Glob Fxd Inc GL BD GGY 05/15 USD 127.54 –1.1 –14.7 –5.0
Sel Pacific Equity AS EQ GGY 05/15 USD 103.05 14.0 –40.1 –19.4
Sel US Equity US EQ GGY 05/15 USD 100.54 –0.2 –39.0 –23.8
Sel US Sm Cap Eq US EQ GGY 05/15 USD 133.47 2.1 –40.2 –28.0

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/14 EUR 294.24 0.8 –14.9 –9.6
EPB Flexible 50/50 OT OT LUX 05/14 EUR 217.96 0.9 –22.2 –14.8
KBC Eq (L) Europe EU EQ LUX 05/15 EUR 408.67 5.1 –40.9 –29.4
KBC Eq (L) Japan JP EQ LUX 05/15 JPY 16397.00 –2.0 –38.5 –30.7
KBC Eq (L) NthAmer EUR US EQ LUX 05/15 EUR 449.27 –1.7 –40.0 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/15 USD 657.06 –1.0 –38.1 –21.8
KBL Key America EUR US EQ LUX 05/14 EUR 323.84 1.5 –41.9 –25.0
KBL Key America USD US EQ LUX 05/14 USD 341.00 2.4 –40.8 –23.6
KBL Key East Europe EU EQ LUX 05/14 EUR 1427.23 34.9 –54.7 –30.9
KBL Key Eur Sm Cie EU EQ LUX 05/14 EUR 686.93 9.3 –44.5 –34.1

KBL Key Europe EU EQ LUX 05/14 EUR 524.52 1.1 –34.4 –26.3

KBL Key Far East AS EQ LUX 05/14 USD 1063.84 17.9 –36.4 –19.6

KBL Key Major Em Mkts GL EQ LUX 05/14 USD 439.56 28.3 –49.8 –20.4

KBL Key NaturalRes EUR OT EQ LUX 05/14 EUR 393.78 15.6 –35.3 –16.6

KBL Key NaturalRes USD OT EQ LUX 05/14 USD 407.00 12.9 –43.1 –16.5

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 05/15 USD 68.97 25.0 –45.1 –34.2

LG India EA EQ MUS 05/14 USD 37.04 16.1 –46.4 –22.3

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 05/15 EUR 21.84 –16.7 –60.1 –51.0
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SolarWinds
This initial public offering could end
a nine-month drought of
venture-capital-backed deals.

Name: SolarWinds Inc.

Headquarters: Austin, Texas

2008 revenue: $93 million

Offer size: 12.1 million shares at a
range of $9.50 to $11.50

Ticker symbol: SWI

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

U.S. plans to end some tax breaks for life insurers
Move comes as sector
gets bailout funds;
trade groups object

After nine-month drought, venture-backed IPOs resurface

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

Source: Treasury Department

Death and taxes
Several Obama administration tax plans are stirring opposition in the 
life-insurance industry. Estimated tax revenue over 10 years from each 
proposal, in billions: 

Expand interest disallowance
for corporate-owned life insurance

Tighten dividend-received
deduction for life insurers

Modify rules on ‘life settlement’ 
policy sales

Reporting on life insurance
private accounts                                               

3.4
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$8.5

By Lynn Cowan

The hopes of venture capitalists
ride on two planned initial public of-
ferings of stock this week, from soft-
ware maker SolarWinds Inc. and on-
line-reservation service OpenTable
Inc.

If they complete the share sales,
the pair will be the first venture-

backed IPOs in nine
months, according
to research firm
VentureSource.
The last such offer-

ing came from RackSpace Hosting
Inc. in August 2008.

It has been a long dry spell for
the entire IPO market since then,
but especially so for venture capital-
backed deals, which are usually for
earlier-stage companies that are

more risky. “There’s no question
people are going to be looking at
how these entities fare over the next
couple of months,” said Mark G. Hee-
sen, president of the U.S.’s National
Venture Capital Association.

Many venture capitalists don’t
expect a meaningful pickup in IPOs
for their firms for the remainder of
the year, and some not even until the
latter part of 2010, Mr. Heesen said.

Few companies are waiting in
the wings to go public, and no new
ones have filed paperwork lately to
go public. So 2009 could be a repeat
of 2008, when just seven venture-
backed companies went public, rais-
ing a combined $550 million, down
from 76 venture-backed IPOs that
raised $6.8 billion in 2007, by Ven-
tureSource’s count.

Though SolarWinds does have
the backing of established venture
capitalists like Insight Venture Part-
ners and Bain Capital Ventures, the
venture-capital affiliate of Bain Cap-
ital LLC, both of which are selling a
portion of their stakes through the

offering, it is more mature than
many venture deals of the past.

The company was formed 10
years ago and was profitable from its
inception, with net income rising
64% in 2008, and 44% in the first
quarter of 2009, compared with the
same periods a year earlier.

It is offering 12.1 million shares be-
tween $9.50 and $11.50, aiming to
raise $139 million. Trading is ex-
pected to begin Wednesday on the
New York Stock Exchange under the
symbol SWI.

The company makes software
that businesses use to manage and
improve the performance of their
own data networks. Of concern to in-
vestors may be the competition So-
larWinds faces: It includes everyone
from International Business Ma-
chines Corp. to Cisco Systems Inc.

“It’s not clear whether they can
maintain this growth rate with their
existing products in the future,
given the competition they face,”
said Steve Steinke, senior analyst at
the 451 Group.

Prospects for OpenTable’s
$42 million IPO are shakier. Al-
though it also has been around for a
decade, its online network for res-
taurant reservations is exposed to
the downturn in consumer spend-
ing. The company produced steady
revenue gains through the first quar-
ter, but its financial performance is
erratic, with operating losses in
four of the last five years.

OpenTable is slated to begin trad-
ing Thursday on the Nasdaq Stock
Market under the symbol OPEN.
Shares are being pitched between
$12 and $14.
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By John D. McKinnon

WASHINGTON—The Obama ad-
ministration is seeking $12.8 bil-
lion in new tax revenue from life in-
surers over the next decade, even
as the U.S. government offers the
struggling sector bailout funds.

The provisions in the Treasury
Department tax plan released last
week would restrict several prod-
ucts that have drawn attention
from regulators in recent years be-
cause of the way they use life-insur-
ance policies as vehicles for mini-
mizing taxes on investments.

The proposals would restrict
several tax breaks received by pur-
chasers of insurance or insurance
companies themselves, and also re-
quire more information reporting
in some cases.

Industry representatives say
the changes would hit sales in at
least one significant area of the
business, corporate-owned life in-
surance.

Several industry trade groups,
including the American Council of
Life Insurers and the Association
for Advanced Life Underwriting,
wrote last week to leading lawmak-
ers, expressing opposition to the
proposals. “Especially during a fi-
nancial and economic downturn, in-
creasing taxes on products and on

an industry that encourages Ameri-
can consumers and businesses to
plan for the future and effectively
manage risk is unwise public pol-
icy,” they said.

Insurance industry representa-
tives also argue that now is a bad
time to seek more taxes from the in-
dustry, given companies’ recent
losses on investments. The Trea-
sury has given several big life insur-
ers, such as Hartford Financial Ser-
vices Group Inc. and Lincoln Na-
tional Corp., preliminary approval
to receive billions in federal aid.

A Treasury official said the tax
proposals are unrelated to the fed-
eral capital infusions, adding that
the insurers applied for that
money months ago. The proposed
tax changes generally would take
effect in 2010 or 2011.

The official said the proposals,

which the administration por-
trayed primarily as closing loop-
holes, rather than imposing new
taxes, are aimed at restoring fair-
ness to the tax code. “The budget
promotes fiscal responsibility and
efficiency across all sectors of the
economy,” the official said.

“Treasury recognizes the impor-
tance of industry and business to
the economy—at the same time,
our proposals are designed to
make sure when it comes to paying
taxes, everyone pays their fair
share,” she said. She noted that
some of the proposals are aimed at
purchasers of insurance, not the
companies themselves.

The insurance industry’s oppo-
sition underscores the challenge
that President Barack Obama’s ad-
ministration faces as it tries to
raise revenue to narrow federal

budget deficits and cover the cost
of major policy initiatives, includ-
ing a big health-care overhaul. The
administration has proposed
changes that would generate a to-
tal of more than $400 billion in
new tax revenue, with most of the
changes directed at businesses.
Several provisions affecting U.S.
multinationals have already
stirred opposition. Most of the in-
surance-related tax provisions are
being proposed to help offset the
cost of a big health-care overhaul.

Sen. Max Baucus (D., Mont.),
chairman of the Finance Commit-
tee, which oversees tax legislation
and is deeply involved in the health-
care negotiations, is “exploring all
of the administration’s proposals,”
an aide said, and plans to combine
“the best among them with his own
efforts.”

The most significant proposal
on insurers involves a product
called corporate-owned life insur-
ance, or COLI, where businesses
take out insurance on employees’
lives. Industry representatives de-
fend COLI as a reliable way to fund
ongoing employee benefits. But
critics have long charged that COLI
is a tax dodge that lets ordinary in-
vestments grow tax-free under the
guise of insurance, where payouts
and gains on premiums generally
aren’t taxed.

The administration is propos-
ing that, with some exceptions,
companies using COLI would face
limits on deductions for interest ex-
penses on any borrowing.

Ken Kies, a lobbyist who has rep-

resented insurers, said COLI ac-
counts for a significant share of
new life-insurance contracts, and
imposing a big penalty on compa-
nies using this product could kill
off the business.

A Treasury official said the
COLI proposal would “curtail an in-
appropriate tax arbitrage.” Offi-
cials rejected the idea that the
changes would doom the industry,
and said there were exceptions in
the proposal to protect small busi-
nesses with COLI products.

Another proposal would limit
the tax deductions that life insur-
ers can take for dividends they re-
ceive from investments in other
companies’ stock. Unlike individu-
als, companies generally are enti-
tled to a deduction for dividends
they receive, to avoid double taxa-
tion of the income. But the Trea-
sury contends that life insurers
shouldn’t be able to deduct all
their dividends because many are
effectively received on behalf of
policyholders.

A third proposal would increase
reporting requirements and also
limit some tax breaks relating to so-
called life settlements, a niche in-
vestment that has turned into a
multibillion-dollar business. Re-
cently, investors—including some
big banks—have been buying up in-
surance contracts from older peo-
ple, betting that the payout when
the policyholders die will exceed
the cost. Many of the deals have
been structured as partnerships
with the policyholder, in order to
minimize taxes.
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Eight-year-old Rukiya, above, in her classroom in eastern Afghanistan last week.
Only a few dozen of the school’s nearly 600 female students showed up after
dozens of girls fell sick with an illness that authorities are investigating. At right,
students on hospital beds after abruptly falling ill at a different girls’ school in
Charikar, north of Kabul, on May 11. The cause of the illness remains a mystery.

Afghan president’s brother survives attack on convoy

By Matthew Rosenberg

CHARIKAR, Afghanistan—
Three times in the past three weeks
at three different schools in Afghan-
istan, dozens of girls have been
rushed to hospital after collapsing
or becoming ill.

In all three schools, the stu-
dents say just before falling ill they
smelled an odor that some de-
scribed as cheap perfume or sweet
flowers. Others said rotting gar-
bage or cigarette smoke. A few of
the students collapsed; others com-
plained of headaches, dizziness,
vomiting and stinging in the eyes.

That much is beyond dispute.
But what caused about 200 school-
girls, most of them teenagers, to
fall ill abruptly and quickly recover
in two northern Afghanistan towns
remains a mystery.

Some Afghanis say they fear the
Taliban, which is opposed to educa-
tion for girls and has made the
country a terrifying place for many
women—has found a new weapon
to keep girls from school: poison.

But with no conclusive evidence
of that, a small number of experts
and officials say they wonder if in-
stead, the girls are suffering from a
mass psychological disorder,
brought on by the very real fear of
being attacked for going to school.

“At first, we all thought it was
poison. What else could cause
this?” said Muhammad Qassim, the
health director of Parwan prov-
ince, where two of the affected
schools are located.

Blood tests on the victims
turned up nothing, he said in an in-
terview. “We have to consider ev-
erything,” he said.

The incidents underscore the
precarious situation of women in
Afghanistan eight years after the
Taliban was driven from power by
a U.S.-led invasion.

“We frame this in the larger per-
spective of Afghanistan and what
we see is a growing acceptance of
violence against women and girls,”
said Wenny Kusuma, the Afghani-
stan country director for the U.N.
Development Fund for Women.

Neither Ms. Kusuma nor any Af-
ghan official endorses a psychologi-
cal explanation for the girls falling
ill. No psychological examinations
are planned, and the Interior Minis-
try says it won’t comment officially
until completing its investigation,
probably this week.

For now, Afghan officials main-
tain poison is the most likely expla-
nation. Authorities have arrested
six people, although they haven’t
released any details about the sus-
pects or filed charges against
them.

U.S. Army Col. Scott Spellmon,
whose forces are aiding the investiga-
tion, said Afghan and American au-
thorities are testing brown powder
found at all three schools. They should
have results in a few days, he said.

Most Afghan authorities
haven’t expressed doubts that the
girls suffered physical maladies.

“I was feeling weak, I couldn’t
stand up,” said Abida Hussain, 19
years old, a student at the second
school to be hit by the sudden ill-
nesses on May 11.

She passed out and came to a
short time later in a hospital,
where she and more than 60 other
students and teachers from her
school were brought.

Nearly two weeks earlier, on
April 29, about 40 students at an-
other Charikar school were hospi-
talized. And on May 13, more than
100 students were hospitalized
with similar symptoms in the town
of Muhmud Raqi, about 30 kilome-
ters away.

Most of the students have since
returned to all three schools, offi-
cials say.

The Taliban has burned scores
of girls’ schools in the east and
south of the country, where the

group is strongest. Late last year,
militants in the southern city of
Kandahar—a hotbed of Taliban ac-
tivity—sprayed acid in the faces of
girls who were on their way to
school. The Taliban denied any role
in that attack and has said it didn’t
poison the schoolgirls in the north.

While the two provinces where
the latest school incidents have
taken place—Parwan and Kapisa—
are among the safest in Afghani-
stan, the area has grown more vio-
lent. A suicide car bombing in
Charikar in late December killed
two people, and rumors swirl of
armed men moving at night across
the region’s plains to reach hide-
outs in the snowcapped mountains.

Earlier this year, suspected insur-
gents left a message at a school near
Charikar warning it to stop educat-
ing girls, officials say. That has left
many people in the provinces fearful,
a key factor in bringing on mass psy-
chological disorders, experts say.

The theory isn’t as outlandish
as it sounds, they say. Cases of so-
called mass hysteria brought on by
real fears and marked by actual
physical illnesses have been docu-
mented from Mexico to Kosovo.

Experts say the circumstances—
the vague symptoms and quick re-
coveries, as well as the fact that
most people at the schools were un-
affected—bear little resemblance
to mass poisonings.

Alastair Hay, an expert in chemi-
cal-weapons attacks, said the inci-
dents appeared similar to a case of
“mass hysteria” he investigated at
a school in Kosovo in 1990.

Like the Afghan school girls, ris-

ing tensions between the Serbs and
Albanians in Kosovo had given the
students a reason to be fearful.
Some 3,000 Albanians fell ill and
doctors initially suspected poison
planted by Serbs.

The symptoms were similar to
the ones seen in Afghanistan—diz-
ziness, hyperventilation and, in a
few, a loss of consciousness. Most,
too, recovered within 24 hours and
no evidence of poison was found.
The case was documented in the
Lancet, a British medical journal.

Mr. Hay, who is a professor at
the University of Leeds in Britain,
said it is unlikely anyone who re-
ceived a dose of poison strong
enough to become unconscious
would recover in a day or two after
being briefly treated with a saline
drip and oxygen, as the girls in Af-
ghanistan were.

“It’s almost like pneumonia,” he
said in a telephone interview. If the
poison “is sufficient to cause col-
lapse that means someone is very
seriously ill and is going to be hospi-
talized for days or weeks.”

He also said that any poison
powerful enough to sicken people
would afflict nearly everyone who
came into contact with it, not just a
few dozen of the hundreds or thou-
sands of girls who attended the

three schools.
Still, many doctors and experts

say they are hesitant to make a psy-
chological diagnosis in such cases.
They fear missing another, more
tangible, cause, and are put off by
its sexist overtones.

Afghan officials have offered an-
other explanation. The governor of
Parwan, Abdul Basir Salangi, de-
scribed the incidents as “just hyste-
ria.”

“The people themselves are
making this a big issue,” he said in a
telephone interview, noting that
his province was safe and only two
or three girls were really sick.

Doctors who treated the stu-
dents disagree. A handful of girls
briefly slipped into comas, they
say, and others were admitted to
hospitals shivering, shaking and
vomiting, their sweat soaking
through the bed sheets.

“We all saw they were sick,”
said Badalshah Abrar, who runs the
pharmacy at Charikar’s hospital.
Two of his daughters—one 16 and
the other 17—were sickened in the
April 29 incident.

Mr. Abrar is adamant that his
daughters were poisoned. They’re
still going to school, “but I don’t
know if I will keep them in classes,”
he said.

Afghan girls’ illness prompts theories
As inquiry continues, poison looms as one cause while some experts posit idea of mass psychological disorder

ECONOMY & POLITICS

Mass hysteria fueled
by real fears isn’t as
outlandish as it
sounds, experts say.

ASSOCIATED PRESS

KABUL—Rocket-propelled gre-
nades and machine-gun fire rained
down on a motorcade carrying the
brother of Afghan President Hamid
Karzai Monday in an apparent as-
sassination attempt, the brother
said. A bodyguard was killed.

Ahmad Wali Karzai said his con-
voy was on the way to Kabul from
eastern Nangarhar province when
gunmen attacked them in Surobi, a

mountainous area about 40 kilome-
ters from the capital. He wasn’t
harmed.

Mr. Wali Karzai was returning
from a trip to the eastern city of
Jalalabad, where he went Sunday
to thank provincial Gov. Gul Agha
Sherzai for not running against his
brother in this year’s presidential
election.

Gunmen fired on the cars after
they entered the Surobi pass, said

Abdul Jalal Shamal, the Surobi dis-
trict police chief.

“All the sudden we heard shoot-
ing,” Mr. Wali Karzai said, adding
that two police officers were
thrown from the pickup truck fol-
lowing his vehicle. He said he real-
ized one of the bodyguards had
been shot when they went back to
collect the officers, who were un-
harmed. They rushed the body-
guard to hospital but he died while

being treated.
Mr. Wali Karzai, president of

the provincial council of the south-
ern Kandahar province, didn’t com-
ment on who might want to kill
him.

Kandahar province is the spiri-
tual birthplace of the Taliban, the
hardline Islamic militiamen who
ruled Afghanistan from 1996 to
2001 and are now waging an insur-
gency against President Karzai’s

government. The president has es-
caped several assassination at-
tempts himself since he took power
after the fall of the Taliban regime.

Mr. Wali Karzai said he was cer-
tain that he was the target of the at-
tack because the gunmen fired only
on the front of the convoy. Mem-
bers of parliament and other gov-
ernment officials who were part of
the delegation were riding farther
back in the convoy, he said.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/15 USD 8.12 –1.1 –40.3 –25.8
Am Blend Portfolio I US EQ LUX 05/15 USD 9.52 –0.8 –39.7 –25.1
Am Growth A US EQ LUX 05/15 USD 23.56 2.9 –30.9 –15.6
Am Growth B US EQ LUX 05/15 USD 19.93 2.5 –31.6 –16.4
Am Growth I US EQ LUX 05/15 USD 25.98 3.2 –30.3 –14.9
Am Income A US BD LUX 05/15 USD 7.62 8.6 –4.3 –0.7
Am Income A2 US BD LUX 05/15 USD 16.57 8.9 –4.3 –0.7

Am Income B US BD LUX 05/15 USD 7.62 8.3 –5.1 –1.5
Am Income B2 US BD LUX 05/15 USD 14.34 8.6 –5.0 –1.4
Am Income I US BD LUX 05/15 USD 7.62 8.8 –3.7 –0.1
Am Value A US EQ LUX 05/15 USD 7.11 –1.4 –33.9 –23.2
Am Value B US EQ LUX 05/15 USD 6.58 –1.9 –34.6 –24.0
Am Value I US EQ LUX 05/15 USD 7.61 –1.2 –33.4 –22.6
Asian Technology A OT EQ LUX 05/15 USD 10.92 24.8 –33.7 –17.9
Asian Technology B OT EQ LUX 05/15 USD 9.61 24.3 –34.4 –18.7
Asian Technology I OT EQ LUX 05/15 USD 12.12 25.2 –33.1 –17.2
Emg Mkts Debt A GL BD LUX 05/15 USD 13.36 18.0 –5.8 –1.5
Emg Mkts Debt A2 GL BD LUX 05/15 USD 16.48 18.4 –5.6 –1.4
Emg Mkts Debt B GL BD LUX 05/15 USD 13.36 17.6 –6.7 –2.5
Emg Mkts Debt B2 GL BD LUX 05/15 USD 15.97 17.9 –6.6 –2.4
Emg Mkts Debt I GL BD LUX 05/15 USD 13.36 18.2 –5.3 –0.9
Emg Mkts Growth A GL EQ LUX 05/15 USD 23.78 18.7 –48.6 –20.7
Emg Mkts Growth B GL EQ LUX 05/15 USD 20.28 18.3 –49.1 –21.5
Emg Mkts Growth I GL EQ LUX 05/15 USD 26.23 19.0 –48.1 –20.1
Eur Growth A EU EQ LUX 05/15 EUR 5.82 4.5 –38.9 –27.1
Eur Growth B EU EQ LUX 05/15 EUR 5.27 4.2 –39.5 –27.8
Eur Growth I EU EQ LUX 05/15 EUR 6.31 4.6 –38.5 –26.6
Eur Income A EU BD LUX 05/15 EUR 5.40 9.1 –15.2 –9.0
Eur Income A2 EU BD LUX 05/15 EUR 10.09 9.6 –15.1 –8.9
Eur Income B EU BD LUX 05/15 EUR 5.40 8.8 –15.8 –9.7
Eur Income B2 EU BD LUX 05/15 EUR 9.43 9.3 –15.7 –9.6
Eur Income I EU BD LUX 05/15 EUR 5.40 9.3 –14.7 –8.5
Eur Strat Value A EU EQ LUX 05/15 EUR 6.88 –1.1 –46.6 –33.4
Eur Strat Value I EU EQ LUX 05/15 EUR 7.00 –1.0 –46.2 –32.9
Eur Value A EU EQ LUX 05/15 EUR 7.39 1.5 –41.8 –30.8

Eur Value B EU EQ LUX 05/15 EUR 6.84 1.0 –42.4 –31.6
Eur Value I EU EQ LUX 05/15 EUR 8.49 1.7 –41.4 –30.3
Gl Balanced (Euro) A EU BA LUX 05/15 USD 13.07 2.2 –31.5 NS
Gl Balanced (Euro) B EU BA LUX 05/15 USD 12.80 1.7 –32.2 NS
Gl Balanced (Euro) C EU BA LUX 05/15 USD 12.98 2.1 –31.7 NS
Gl Balanced (Euro) I EU BA LUX 05/15 USD 13.24 2.4 –31.0 NS
Gl Balanced A US BA LUX 05/15 USD 13.53 1.8 –33.4 –18.8
Gl Balanced B US BA LUX 05/15 USD 12.94 1.4 –34.1 –19.6
Gl Balanced I US BA LUX 05/15 USD 13.97 2.0 –33.0 –18.2
Gl Bond A US BD LUX 05/15 USD 8.63 2.4 –1.2 1.2
Gl Bond A2 US BD LUX 05/15 USD 14.58 2.6 –1.3 1.2
Gl Bond B US BD LUX 05/15 USD 8.63 2.1 –2.3 0.1
Gl Bond B2 US BD LUX 05/15 USD 12.85 2.2 –2.2 0.2
Gl Bond I US BD LUX 05/15 USD 8.63 2.6 –0.6 1.8
Gl Conservative A US BA LUX 05/15 USD 13.36 2.1 –18.2 –9.3
Gl Conservative A2 US BA LUX 05/15 USD 14.89 2.1 –18.2 –9.3
Gl Conservative B US BA LUX 05/15 USD 13.34 1.8 –19.0 –10.2
Gl Conservative B2 US BA LUX 05/15 USD 14.24 1.8 –19.0 –10.2
Gl Conservative I US BA LUX 05/15 USD 13.41 2.5 –17.4 –8.6
Gl Eq Blend A GL EQ LUX 05/15 USD 8.98 0.4 –50.3 –31.1
Gl Eq Blend B GL EQ LUX 05/15 USD 8.48 0.1 –50.8 –31.8
Gl Eq Blend I GL EQ LUX 05/15 USD 9.43 0.9 –49.9 –30.5
Gl Growth A GL EQ LUX 05/15 USD 32.27 0.1 –50.8 –30.0
Gl Growth B GL EQ LUX 05/15 USD 27.11 –0.3 –51.3 –30.7
Gl Growth I GL EQ LUX 05/15 USD 35.65 0.4 –50.4 –29.4
Gl High Yield A US BD LUX 05/15 USD 3.43 20.0 –18.2 –9.7
Gl High Yield A2 US BD LUX 05/15 USD 6.94 20.5 –18.3 –9.7
Gl High Yield B US BD LUX 05/15 USD 3.43 19.4 –19.3 –10.7

Gl High Yield B2 US BD LUX 05/15 USD 11.23 20.1 –19.1 –10.7
Gl High Yield I US BD LUX 05/15 USD 3.43 20.3 –17.6 –9.1
Gl Value A GL EQ LUX 05/15 USD 8.56 0.8 –50.0 –32.4
Gl Value B GL EQ LUX 05/15 USD 7.92 0.5 –50.5 –33.0
Gl Value I GL EQ LUX 05/15 USD 9.06 1.1 –49.6 –31.8
India Growth A EA EQ LUX 05/15 USD 69.54 20.4 –36.9 –11.2
India Growth B EA EQ LUX 05/15 USD 59.82 20.0 –37.5 –12.1
India Growth I EA EQ LUX 05/15 USD 71.85 20.5 –36.7 –10.9
Int'l Health Care A OT EQ LUX 05/15 USD 108.34 –7.7 –24.9 –19.8
Int'l Health Care B OT EQ LUX 05/15 USD 91.96 –8.1 –25.6 –20.6
Int'l Health Care I OT EQ LUX 05/15 USD 117.79 –7.4 –24.3 –19.1
Int'l Technology A OT EQ LUX 05/15 USD 78.59 7.4 –40.5 –20.0
Int'l Technology B OT EQ LUX 05/15 USD 68.53 7.0 –41.1 –20.8
Int'l Technology I OT EQ LUX 05/15 USD 87.69 7.8 –40.0 –19.4
Japan Blend A JP EQ LUX 05/15 JPY 5549.00 3.4 –42.0 –30.7
Japan Growth A JP EQ LUX 05/15 JPY 5430.00 –2.4 –41.9 –31.5
Japan Growth I JP EQ LUX 05/15 JPY 5559.00 –2.1 –41.4 –30.9
Japan Strat Value A JP EQ LUX 05/15 JPY 5611.00 8.8 –42.8 –30.2
Japan Strat Value I JP EQ LUX 05/15 JPY 5731.00 9.1 –42.3 –29.7
Real Estate Sec. A OT EQ LUX 05/15 USD 9.88 –7.4 –51.0 –35.1
Real Estate Sec. B OT EQ LUX 05/15 USD 9.08 –7.8 –51.6 –35.8
Real Estate Sec. I OT EQ LUX 05/15 USD 10.56 –7.2 –50.7 –34.6
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Sensex surge sparks region,
but yen weighs down Nikkei
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AIG accelerates Asia unit listing
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By V. Phani Kumar

And Subhadip Sircar

India’s benchmark stock index
surged more than 17% Monday, its
biggest one-day gain in more than 17
years, as a flood of buy orders from

investors hailing a
decisive election
victory by the Con-
gress party-led coa-
lition triggered

market circuit-breakers that tempo-
rarily halted, then suspended trad-
ing for the day.

The surge helped turn around
sentiment in other Asian markets, al-
though markets that closed earlier,
such as Japan, still ended in the red.

“The election in India is showing
a clear mandate there, and probably
underlines to a lot of investors there
that Asia is going to be the growth
area for the next six to nine months,
whereas growth in Europe and U.S.
could take much longer,” said An-
drew Sullivan, a sales trader at Main
First Securities in Hong Kong.

In Tokyo, the Nikkei Stock Aver-
age fell 2.4% to 9038.69, its second
loss in three sessions.

The market was pressured in
part by sharp early gains for the yen,
whose strength makes Japan’s ex-
ports less competitive, although the
currency retreated in the afternoon.

Exporters led losses, as the dol-
lar stayed below 95 yen, a key level
at which most exporters have
pegged foreign-exchange assump-
tions for the fiscal year. Machinery
and electrical appliance makers
were hit hard; Sony fell 5.8%.

Banks also declined. Mizuho Fi-
nancial fell 3.8% and Sumitomo Mit-
sui Financial slid 4.1% after both re-
ported weak earnings after the mar-
ket closed on Friday. Mizuho share-
holders also stand to be diluted
through a plan to sell new shares.

Chugai Pharmaceutical rose
4.6% as investors speculated on
sales growth of its Tamiflu drug as
the number of confirmed swine flu
cases jumped in Japan.

Hong Kong's Hang Seng Index re-
versed early losses to end up 1.4% at
17022.91, putting it 50% higher than
its recent closing low, set March 9.
The rebound was led by property
shares. Cheung Kong added 2%,
while Henderson Land gained 3.5%.

Crackdown worries in energy
Proposed regulations
for derivatives risk
hindering trading
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By Brian Baskin

And Gregory Meyer

NEW YORK—Energy markets are
getting swept up in the Obama ad-
ministration’s drive to crack down
on off-exchange trading of exotic fi-
nancial instruments blamed for
sparking last year’s crisis.

The Treasury Department, along
with other regulators, wants many

common over-the-
counter, or OTC, de-
rivatives to trade
through a central
counterparty so

that a failed trade can’t have a dom-
ino effect on the market. The regula-
tors are targeting what was a $684
trillion market in June 2008, accord-
ing to the Bank for International Set-
tlements. Commodities make up
just 2% of that total, but partici-
pants in oil, gas and power markets
say it could become more difficult to
manage price risk in corners of the
energy sector where the best-suited
derivatives can’t go through a cen-
tral counterparty, which transfers
the risk that a trade will fail to a
clearinghouse.

“In what regulators are attempt-
ing to accomplish here, energy is the
dolphin getting caught in a tuna
net,” said Michael Cosgrove, manag-
ing director in charge of North Amer-

ican commodities at brokerage GFI
Group Inc.

The new regulations would re-
quire that if a derivative is handled
through a central counterparty,
then all similar contracts also must
be. Less certain is the fate of mar-
kets where tailor-made derivatives
are the norm, such as power and
physical oil. Utilities, for example,
often use derivatives that bear little
resemblance to any standardized
contracts to manage electricity
prices in specific places and times.

The scale of the Obama adminis-
tration’s undertaking is as large as
the diverse OTC markets them-
selves, and it is far from certain that
all proposals will pass congres-
sional muster.

“When everything is done bilater-
ally, each deal could have its own
uniqueness to it,” said James Mar-
vin, vice president for energy fu-
tures and electronic brokerage sales
with broker ICAP PLC. “Whereas
when you’re clearing something,
the square peg has to fit into the
square hole.”

Proponents of a central counter-
party and clearing system say it al-
lows companies to work with a
wider number of trading partners,
while also increasing transparency
and liquidity.

For oil and natural-gas futures,
the proposed changes would hasten
a trend that began with the collapse
of Enron Corp. and accelerated with
the failure of Lehman Brothers Hold-
ings Inc. in September. Oil-and-gas-
derivative trading already is seeing
regulatory pressure from the Com-

modity Futures Trading Commis-
sion, which seeks to limit specula-
tive activity on exchanges.

Widespread clearing would shed
more light on the size and value of
certain obscure markets, shaving
profit margins from Wall Street
banks, which broker for energy com-
panies and investment firms, and of-
ten extend credit to clients as part of
the process.

Some trading firms are also
likely to oppose the rules on the
grounds that clearing comes with
higher collateral requirements and
expenses.

Companies could try to skirt the
regulations by creating new con-
tracts that are similar but not identi-
cal to clearable trades.

“People will see where the lines
are…[and] devise products that fall
outside the scope of this particular
regulation and that particular regu-
lation,” said Craig Pirrong, a Univer-
sity of Houston finance professor.

The Treasury Department says
that clearinghouses need to ensure
that “customized OTC derivatives
are not used solely as a means to
avoid” clearing.

New regulations must distin-
guish between products that would
be easily cleared, and others that
are too customized, said Andrew Er-
tel, chief executive of Evolution Mar-
kets, an environmental brokerage.
Contracts for weather, water rights
or carbon dioxide offsets will be dif-
ficult to clear, he said.

—Christine Buurma
and Mark Peters

contributed to this article.

By Amy Or

HONG KONG—American Inter-
national Group Inc. confirmed
plans to list American International
Assurance Co. with an announce-
ment Monday that it will “acceler-
ate steps” to spin off its Asian life-in-
surance unit through a public listing
on an Asian stock exchange.

It didn’t specify which exchange,
but it said in a statement that Black-
stone Group LP, adviser to AIG on its
restructuring, is also advising on
AIA’s IPO.

AIG also reiterated it intends to
incorporate the Philippines’ Philam
Group of Cos. and ALICO Taiwan
into the listing vehicle, subject to
regulatory approval.

“At this stage, we believe that a
public listing for AIA would be in the

best interests of all stakeholders, in-
cluding U.S. taxpayers, policyhold-
ers, employees and distribution
partners,” said AIG Chairman and
Chief Executive Edward Liddy.

People familiar with the matter
last week said AIG was exploring an
AIA IPO in Hong Kong next year that
could raise more than US$5 billion,
depending on the final structure.

AIG earlier this year dropped a
plan to sell part of its Asian life-in-
surance arm due to the lack of sub-
stantial bids for the assets. Manulife
Financial Corp., Prudential PLC and
Singapore’s sovereign-wealth fund
Temasek Holdings Pte. Ltd. were
close to bidding for the assets,
which bankers had valued at
US$20 billion or more.

In early March, the U.S. govern-
ment boosted its investment in AIG,

providing the company with an addi-
tional US$30 billion in capital while
the U.S. Federal Reserve and the Fed-
eral Reserve Bank of New York took
up a $26 billion preferred interest in
Asia-based American Life Assur-
ance Co. as well as AIA. Following
that bailout, AIG said it would con-
tinue looking for buyers for units
that were up for sale and would re-
view its options for other units, pos-
sibly including a public offering.

The IPO will help distance AIA
from AIG, whose reputation has
been tarnished by the U.S. govern-
ment bailout.

AIA is one of the leading insurers
in Asia, covering 13 markets in the re-
gion, excluding Japan. It has 20 mil-
lion customers, 250,000 agents and
assets of more than US$60 billion,
the insurer said Monday.

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.
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By Peter Wonacott

NEW DELHI—Sri Lankan sol-
diers on Monday killed Velupillai
Prabhakaran, the man who founded
the Tamil Tigers rebel movement,
led it through Asia’s longest civil war
and pioneered terrorist tactics from
suicide vests to sea and air attacks.

The death of Mr. Prabhakaran ef-
fectively brought to an end the
26-year war that has ravaged parts of
the idyllic South Asian island of 20
million. It provided hope that hun-
dreds of thousands of civilians put in
harm’s way or forced to flee intense
recent fighting will now be safe.

Still, Mr. Prabhakaran’s influ-
ence on global terrorism will re-
main: He wasn’t just the heart and
soul of the Tamil Tigers, say secu-
rity analysts, he was a teaching inspi-
ration to other terrorists.

“The Tamil Tigers were the most
creative terrorist group in the
world,” said Rohan Gunaratna, head
of the International Centre for Politi-
cal Violence and Terrorism Re-
search in Singapore. “And they
shared their expertise.”

The 54-year-old was shot with
other senior leaders as they at-
tempted to drive through a govern-
ment security cordon in an ambu-
lance, according to military and gov-
ernment officials. The government
troops had surrounded the last of
the Tiger rebels in a slice of territory
about the size of a football field and
were closing in. Hours after the
foiled escape, officials said they had

confirmed the body was that of Mr.
Prabhakaran.

“He’s dead,” said Sri Lanka’s for-
eign secretary Palitha T.B. Kohona.

Sri Lanka’s president, Mahinda
Rajapaksa, told India’s External Af-
fairs Minister Pranab Mukherjee by
phone that the Tigers’ armed resis-
tance “has come to an end,” an In-
dian foreign ministry statement
said.

The absence of a ruthless foe is a
boon to the prospects for peace in
Sri Lanka. It gives the government
an opportunity to rebuild the na-
tion’s insurgency-racked north—
just as it is now trying to do in the na-
tion’s East, a former Tiger strong-
hold—and to reconcile with Sri Lan-
kans who have supported the Tamil
separatist movement.

Like the East, the north relies on
fishing and agriculture, two indus-
tries that have been hit hard by the

fighting. Aid groups have poured into
Sri Lanka’s eastern province. The re-
buildingof roads, markets and govern-
ment offices has begun, but law and
order problems remain and have un-
dermined a quick recovery.
The war has also been
tough on Sri Lanka’s tour-
ism, while the global finan-
cial turmoil has roiled mar-
kets for its tea. The govern-
ment recently applied for
$1.9 billion in assistance
from the International Mon-
etary Fund.

Sri Lankan officials say
their first priority is to feed
and give medical attention
to hundreds of thousands of
Tamils displaced during
months of intense fighting. Longer
term, the government will attempt to
repair the north’s shattered economy
and introduce local elections in order

to usher in a new generation of moder-
ate Tamil leaders. Ethnic Tamils make
up about 17% of Sri Lanka’s popula-
tion.

“We are trying to address the enor-
mity of destruction as soon
as we can,” said Mr. Kohona,
Sri Lanka’s foreign secretary.

The fighting has dis-
placed more than 200,000
people. United Nations offi-
cials have estimated more
than 6,000 civilians have died
from the beginning of the
year. Many have been caught
in crossfire and artillery bar-
rages. The government said
last month it stopped using
heavy weapons to minimize
civilian casualties, but both

sides have blamed each other for con-
tinued indiscriminate killing.

For more than three decades, Mr.
Prabhakaran sought to create a sepa-
rate state for Sri Lanka’s Tamil minor-
ity. In 1976, he founded what is for-
mally known as the Liberation Tigers
of Tamil Eelam, or LTTE, one of sev-
eral separatist groups at the time. The
militants fought to safeguard mostly
Hindu Tamils from Sri Lanka’s major-
ity Sinhalese, who are largely Bud-
dhist and accused of discriminating
against ethnic Tamils.

Mr. Prabhakaran proved more
ruthless than fellow militants, refus-
ing to lay down arms as others talked
with the government about peace; he
also launched attacks against rival
groups, according to Suresh Prem-
achandran, a Tamil militant at the
time who went on to become a mem-
ber of Sri Lanka’s Parliament.

While Mr. Premachandran and
other Tamil militants moved uneasily
into the political mainstream, Mr.
Prabhakaran stuck to guerrilla war-
fare. Clashes with the government in
1983 sparked a civil war that has cost
about 100,000 lives and frustrated
the efforts of other countries to end to
the conflict.

Retired Lt. Gen. A.S. Kalkat, who
led India’s peacekeeping forces in Sri
Lanka during the late 1980s, said Mr.
Prabhakaran was a formidable adver-
sary. He recalls launching a com-
mando raid on Mr. Prabhakaran’s
headquarters. The Tamil Tiger leader
escaped through a series of tunnels
that were connected to underground
bunkers. “He was a very wily fighter,”
said Mr. Kalkat.

The Tamil Tiger chief tapped that
ingenuity in going after his enemies.
In1991, a female suicide bomber assas-
sinated Indian leader Rajiv Gandhi at
a campaign rally in the Southern state
of Tamil Nadu with a suicide vest. The
Tigers invented the vest, according to
Mr. Gunaratna, the security analyst,
and then later shared the secrets of
how to make them with Afghanistan’s
Taliban, among other groups.

Mr. Prabhakaran’s innovations
may have offered cues to other terror-
ist groups, say security analysts. The
rebels developed a maritime wing,
known as the Sea Tigers, which were
mostly explosives-packed fishing
trawlers dispatched for suicide mis-
sions. In recent months, Sri Lankan
troops captured more sophisticated
elements of the LTTE navy: subma-
rines.

Under Mr. Prabhakaran, the Tamil
Tigers became one of the only mili-
tant outfits with an air wing. The “Air
Tigers,” which flew several tiny tour-
ing aircraft with undercarriages built
to drop bombs, hit the capital of Co-
lombo several times in the last year.
The most recent strike came in Febru-
ary when a Czech-made Zlin Z 143 de-
stroyed the government’s main tax
building.

Sri Lankan troops kill rebel chief, ending war
Tamil leader shot
in final escape bid;
preparing to rebuild

Velupillai
Prabhakaran
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Europe lacks a junk-bond rally of its own
U.S. issuance rises
but in Europe doubts
about risks remain

Citigroup private banker
for Middle East has quit

By Radi Khasawneh

And Duncan Kerr

The U.S. high-yield bond market
is the latest part of the securities in-
dustry to see signs of a recovery, but
it is a rebound that has yet to spread
to Europe’s own junk-bond market.

Renewed investor appetite for
high-risk assets since April has pro-
duced a fall in the credit spreads on
junk bonds in the U.S. Companies
have seized the chance and raised
$20.5 billion from high-yield bonds
since the beginning of April.

But the European high-yield mar-
ket remains largely paralyzed. Ger-
man healthcare group Fresenius
AG’s sale of nearly $860 million of
junk bonds in January is the only sig-
nificant transaction in the market
since July 2007.

The U.S. and European junk-
bond markets have often diverged
since the latter was formed with the
adoption of the euro in 1999, but the
difference in the markets’ reactions
to a broader market rally has been
particularly marked this year. Issu-
ance in the U.S. market for the whole
of 2008 amounted to $49.7 billion, a
64% drop from the year before. By
contrast, the total was $20.5 billion
in just the six weeks between the be-
ginning of April and May 12 this
year.

The European high-yield market
remains moribund. According to
data from financial data provider De-
alogic, the period running up to the

Fresenius bond issue was the long-
est the European high-yield bond
market had gone without a major
new issue in its 10-year history.

“The European high-yield mar-
ket has lagged the U.S. by one or two
quarters since the start of the cri-
sis,” said Mathew Cestar, co-head of
capital markets at Credit Suisse in
London.

“From a sheer dislocation per-
spective, the proportionally bigger
shock in Europe is still working it-
self out. Two defensive names have
come to market, but we are proba-
bly a quarter away from sizable issu-
ance in Europe.”

Dutch cable operator UPC,
whose parent company is Nasdaq-
listed Liberty Global Inc., refi-
nanced Œ250 million ($340 million)
of debt in early May. The refinanc-
ing was partly funded by new bonds.

Investors agree that Europe has
some way to go before new issuance
comes to market. “As far as new issu-

ance is concerned, the high-yield
market is shut until we determine
the bankruptcy-rates environment
for the second half of 2009 and
2010 with more accuracy,” said
Louis Gargour, chief investment of-
ficer at LNG Capital in London. Mr.
Gargour said a market price rally
had meant performance on high-
yield funds had rebounded signifi-
cantly this year, and that the out-
look was positive.

Funds that trade in existing Euro-
pean high-yield bonds are having a
great year. J.P. Morgan estimated
that the asset class has returned
26% from Jan. 1 through Thursday in
Europe. Investors have also begun
to commit more money to these
funds.

High-yield-bond funds also grew
substantially in terms of committed
capital globally, according to a re-
cent research note from Dresdner
Kleinwort. It said high-yield funds
posted net inflows in 20 out of the
preceding 23 weeks. The note said
that investors have committed
more than $7.3 billion to high-yield-
bond funds so far this year, which
nearly reverses the past two years
of net outflows.

Gilbey Strub, executive director
of the European High Yield Associa-
tion, an affiliate of the Securities In-
dustry and Financial Markets Asso-
ciation, said the lag in the recovery
of primary market activity in Eu-
rope compared with the U.S. was

due to material differences between
the two regions.

“Culturally, there is...a reticence
among European issuers to access
the public debt capital markets,
largely driven by the amount of dis-
closure that is required, as well as
the effort of having to provide a pro-
spectus and carry out a marketing
roadshow,” she said.

Ms. Strub added that bank financ-
ing has been available to European

issuers at lower prices than could be
achieved in the high-yield bond mar-
ket. Also, she said, being rated sub-
investment grade carries a stigma
in Europe that doesn’t exist in the
U.S.

Changes in investor sentiment
should eventually give a boost to Eu-
rope’s high-yield bonds, say bank-
ers.

“The overall movement from in-
vestors has been towards rated pub-
lic products that have liquidity, and
that should be a positive for high-
yield bonds versus loans,” Mr. Ces-
tar said.
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By James Rutter

The head of Citigroup Inc.’s pri-
vate-banking business for ul-
trawealthy Middle Eastern clients
has quit to join a Swiss boutique and
predicted a “revolution” in the way
the region’s wealthiest families man-
age their fortunes.

Shawn Mofidi, who will join Glo-
bal Wealth Management in Geneva
on June 1, said he has recruited a
team of at least five advisers to fo-
cus on the Middle East, including
former colleagues from Citigroup.
Citigroup declined to comment.

At Citigroup, Mr. Mofidi headed
a team targeting clients with a net
worth above $250 million. His book
of business was worth billions of dol-
lars, said a person knowledgeable
about the situation.

At GWM, he will be chairman of
wealth management and family-of-
fice services, which manages Œ2 bil-

lion ($2.73 billion) for 24 families.
The firm plans to open an office in
the Middle East next year.

Mr. Mofidi said the financial cri-
sis highlighted conflicts of interest
at many large wealth-management
businesses that make money from
selling in-house funds and struc-
tured products. That has led to disil-
lusioned clients. As a result, he said
he expects money to leave big
banks, which dominate the Middle
East, for boutiques and wealth-man-
agement firms.

“Wealthy families used to take
comfort in size. But size doesn't mat-
ter any more. The keen motivation
for many families is to take greater
control of their affairs,” he said.

Faranak Foroughi, chief execu-
tive of Tharwa Management Consul-
tancy in Dubai, which advises ul-
trawealthy families in the region,
concurred. “This is the time for
smaller boutique firms and family of-
fices to play a larger role in the re-
gion. Investors have had their fin-
gers burnt by larger banks,” she
said.

Citigroup has more than 110 pri-
vate-banking staff focused on the
Middle East, headed by Muwaffak
Bibi. The region contributes a big
portion of the private bank’s $65 bil-
lion of assets in Europe, the Middle
East and Africa.

Bank financing has
been available at
lower prices than
from bonds.

In
de

xO
pe

n

The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.

Simon Havers Chairman, BVCA and Managing
Director, Baird Capital Partners Europe

Join leaders from the worlds of private equity, politics, institutional
investment, corporate business and regulation for an essential day
of thought-leadership, debate and networking.

14 October 2009, The Hilton, London

View the full agenda and book your place at
www.bvcasummit.com

Special offers available

for BVCA
m
em
bers

Local to
global: the
Recovery
Strategy for
2010

BVCA
Summit
2009

Sponsored by:

Principal Sponsor

T H E WA L L ST R E ET JO U R NA L . TUESDAY, MAY 19, 2009 23




