
Shell CEO Jeroen van der Veer at the shareholders meeting
Tuesday in The Hague. He is stepping down at the end of June.

Shell shareholders rebel
In show of downturn-driven activism, investors reject executive-pay plan

Breaking news at europe.WSJ.com
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By Alistair MacDonald

The speaker of Britain’s
House of Commons resigned
under pressure on Tuesday,
the biggest casualty yet in a
scandal over dubious living
expenses that politicians
charged to taxpayers and a
sign that the country is mov-
ing to bring accountability to
its historically sovereign Par-
liament.

Michael Martin, the
speaker of Parliament’s
House of Commons, an-
nounced his departure after
fellow parliamentarians
broke centuries of protocol
and asked him to step down.
At the same time, U.K. Prime
Minister Gordon Brown
called for reforms that will re-
sult in an outside body polic-
ing some of Parliament’s func-
tions.

Mr. Martin had became a

symbol of politicians’ at-
tempts to stop the public
from learning the details of
their expense claims. He led

Parliament’s five-year legal
fight to block disclosure of
the expenses, an effort that
was broadsided over the past

two weeks by explosive arti-
cles London’s Daily Tele-
graph newspaper detailing
how dozens of British law-
makers charged the govern-
ment for items from dog food
to installments of mortgages
that had already been paid
off.

The expense claims—
some for trivial items like toi-
let seats, others for expen-
sive renovations of parlia-
mentarians’ homes—were
made under rules that allow
lawmakers to be reimbursed
for costs incurred during
their public service. Those
rules are now widely seen as
a farce that has allowed politi-
cians to quietly add thou-
sands of pounds to their an-
nual compensation.

Caught in the scandal’s un-
dertow, Britain’s political es-
tablishment is scrambling to
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Anti-business
The trans-Atlantic conver-
gence on competition pol-
icy is worrying. Page 12

Michael Martin had become a symbol of politicians’ attempts to
stop the public from learning the details of their expense claims.

Blunted force

Muslim Brotherhood falters
as Egypt outflanks Islamists
News in Depth, pages 14-15
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What’s
News

TheWall Street Journal Eu-
rope won’t publish Thurs-
day due to the Ascension
Day holiday.

europe.WSJ.com

By Spencer Swartz

LONDON—Energy invest-
ment is “plunging” because of
the recession, paving the way
for oil-price surges within
three years, the International
Energy Agency warned in a
new report.

The Paris-based watchdog
for the world’s major energy-
consuming nations said in re-
cent months oil companies
and investors have canceled
or postponed about $170 bil-
lion of investment equivalent
to roughly two million barrels
a day in future oil supply.

An additional 4.2 million
barrels a day in future oil-sup-
ply capacity has been delayed
by at least 18 months as com-
panies that are unable to se-
cure financing or less willing
to risk their capital slash
spending.

The IEA report assesses
how the downturn is nega-
tively affecting oil drillers,
power producers and the
broader energy industry—as
well as its effect on efforts to
cut carbon emissions.

The study will be pre-
sented to energy ministers
from the Group of Eight indus-
trialized nations this week-
end in Rome and to G-8 lead-
ers at a July summit.

The report highlights the
growing risk that the crude
supply—though currently
abundant because of weak glo-
bal consumption—could
tighten quickly once the

Please turn to page 31

IEA cites
a plunge
in search
for oil

By Guy Chazan

And Joann S. Lublin

Royal Dutch Shell PLC, Eu-
rope’s largest oil company,
suffered a stunning rebuke
Tuesday when nearly 60% of
investors who voted, rejected
its executive-compensation
plan, in the latest display of
shareholder anger over big
paychecks and boardroom ex-
cesses amid the economic cri-
sis.

Shell is the largest among
a growing group of British
companies where sharehold-
ers have voted down compen-
sation plans in advisory
votes, including Royal Bank
of Scotland Group, Bellway
PLC and Provident Financial
PLC. Large numbers of share-
holders, though not a major-
ity, voted against compensa-
tion plans at miner Xstrata
PLC, oil major BP PLC, and
Pearson, owner of the Finan-
cial Times.

The Shell vote, although
nonbinding, shows how the
economic downturn has in-
spired a new activism among
shareholders, particularly in
Europe, and a greater willing-
ness to challenge board deci-
sions, especially those per-
ceived as rewarding failure.

The rebellion hasn’t yet
spread to the U.S., where
shareholders, generally vot-
ing on compensation plans
for the first time, have ap-
proved every plan, including
those at troubled banks such
as Citigroup Inc. and Bank of
America Corp.

In a charged meeting at
Shell’s headquarters in The
Hague, which was broadcast

live in London to U.K.-based
shareholders, a succession of
investors lined up to excori-
ate the board of the Anglo-
Dutch company for awarding
performance-based shares to
executives despite the compa-
ny’s failure to reach its own in-
ternal targets.

Executives were supposed
to get the shares only if Shell
placed in the top three of its
peers in a ranking of total
shareholder return, based on
its share price and dividend
payouts. Shell placed fourth,
but the board’s remuneration
committee decided to exer-
cise its discretion and award
the bonuses.

Shareholders in London’s
financial district were met by
protesters holding banners
and handing out leaflets ac-
cusing Shell of human rights
abuses in the Niger Delta re-
gion of Nigeria. Stony-faced
board members also heard
strident criticism of Shell’s in-
vestments in Canadian oil
sands, which green groups
have condemned as polluting,
carbon-intensive and damag-
ing to the environment. There
was also strong disapproval
of Shell’s decision to back
away from investments in re-
newables such as solar and
wind energy. Some sharehold-
ers also complained that
they’d been “manhandled” by
stewards.

Chief Executive Jeroen
van der Veer, the chief execu-
tive, was awarded 78,889
shares, worth about Œ1.3 mil-
lion ($1.76 million), in addi-
tion to his salary, bonus and
benefits of Œ5.7 million ($8.34
million) at current prices. Mr.
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U.K. speaker resigns over expenses scandal
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Markets

Russia’s Medvedev has cre-
ated a special commission to
counter what the president
says are attempts to rewrite
history to Russia’s disadvan-
tage, a signal that the Krem-
lin is continuing its assertive
foreign policy despite the
weakening economy. Page 8

n Norway appealed to Rus-
sia to prevent the court-or-
dered sale of Telenor’s main
Russian asset. Page 20

n AIG’s lead independent di-
rector won’t stand for re-
election and his post is un-
likely to be filled. Page 17

n Money manager J. Ezra
Merkin agreed to step down
as manager of his hedge
funds and place them into
receivership. Page 17

n Volkswagen and Porsche
confirmed that the compa-
nies still have the goal of
combining. Page 3

n Burberry slid into the red,
posting a $9.2 million loss
for the year ended March 31,
due to a costly restructuring
and heavy discounting. Page 3

n U.S. stocks failed to follow
through on Monday’s rally as
housing news put a lid on
recovery hopes. European
stocks rose again. Page 18

n U.S. senators voted to im-
pose sweeping restrictions
on credit-card issuers. The
bill is expected to pass the
House soon. Page 5

n Vodafone said it would
speed its cost-cutting efforts
after posting a 54% decline
in annual profit. Page 4

n Air France-KLM posted a
net loss for its fiscal fourth-
quarter but said it had seen
signs of stabilization. Page 5

n Petrobras sealed a $10 bil-
lion loan agreement from
China in return for a long-
term supply of oil. Page 22

n China paved the way for
foreign firms to issue yuan
bonds for the first time, grant-
ing permission to HSBC and
Bank of East Asia. Page 22

n Expectations for Germany’s
economy improved, indicating
the downturn might ease. But
a regulator told banks to
brace for hard times. Page 8
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A monthly meeting of
the International Account-
ing Standards Board
wouldn’t typically get the
pulse racing. But at stake at
this week’s London meeting
is a project to create global
accounting standards, some-
thing the Group of 20 indus-
trial and developing nations
endorsed as one of the most
important steps toward pre-
venting a repeat of this fi-
nancial crisis.

The project was set back
earlier this month when Eu-
ropean finance ministers de-
manded that the board wa-
ter down its rules on ac-
counting for financial instru-
ments, known as IAS39, to
help European banks and in-
surers weather the crisis.
They argue that recent U.S.
changes skewed the playing
field and insist new rules be
put in place this financial
year. If not, the EU threat-
ens to create its own rules.

The EU’s arguments are
largely politically driven. On
each of the three most-con-
tentious topics—impairment
of assets held available for
sale, reclassification of as-
sets originally held at fair
value, and accounting for

embedded derivatives—the
U.S. and international rules
are so different that recon-
ciling them in a piecemeal
fashion makes no sense.

What isn’t in doubt is
that IAS39 is a mess. Origi-
nally designed as a stop-gap,
it has now been in place for
more than a decade. And it
has 20 ways of measuring im-
pairments. That is why the
IASB, in conjunction with the
U.S. standards board, an-
nounced a six-month review

last month of all the rules
surrounding financial instru-
ments, with a view toward
implementing a new global
standard next year.

The risk is that the EU’s
intervention undermines
this initiative. Piecemeal re-
form would simply add to
the complexity of the cur-
rent rules and raise the spec-
ter of a global race to the
bottom. Last October the
IASB provoked international
uproar by bowing to EU pres-

sure to change its rules with-
out consultation to allow
banks to reclassify assets. If
it was seen to cave in to EU
political pressure a second
time, the blow to its credibil-
ity could prove terminal.

If the EU adopts its own
standards, the goal to create
global rules is dead anyway.

The IASB has been put in
an impossible position. Its
chairman, David Tweedie, is
understood to be trying to
stitch together a compro-
mise to undertake the re-
view of IAS39 in chunks.
How this differs from the
piecemeal reform is unclear.

Such an approach cre-
ates the risk that issues are
constantly reopened for de-
bate as a review progresses.

Of course, few European
politicians are likely to lose
much sleep over the IASB’s
predicament. For many, ac-
counting standards have al-
ways been far too important
to leave to the accountants.
The losers are ordinary inves-
tors, who still hope that one
legacy of this crisis will be
financial statements that are
transparent, fact-based and
internationally comparable.
 —Simon Nixon

Still plenty to worry about
The panic is over in Cen-

tral and Eastern Europe—or
so the markets have con-
cluded. Thanks to support
from the International Mon-
etary Fund, the EU and
other institutions, mass de-
faults and currency col-
lapses are off the agenda.

Latvia, one of the area’s
worst-hit economies, has
seen the spread on its five-
year credit-default swaps
narrow to around six per-
centage points from 11 per-
centage points six weeks
ago. The Hungarian forint
and Polish zloty have gained
14% and 12%, respectively,
from their March lows
against the euro.

But there are still points
of acute financial stress, no-
tably in countries with wide
current-account deficits
whose currencies are tied in
some way to the euro, such
as Latvia, Lithuania, Esto-
nia, Bulgaria and Romania.

Reducing the deficits will
require painful economic ad-
justments. The Baltic econo-
mies will contract at least
10% this year. Abandoning
currency regimes might pro-
vide relief. But foreign-cur-
rency debts are huge for
Latvia, Lithuania and Esto-

nia. A 20% devaluation
against the euro might ren-
der local banks insolvent.

Even for economies with
floating currencies, there’s
residual foreign-exchange
risk. Most countries have
slashed interest rates to
kick-start growth. More cuts
could put fresh downward
pressure on currencies and
raise doubts about the re-
gion’s ability to roll over
more than $300 billion in
foreign-currency debt fall-
ing due this year, according
to Fitch. Hopes are pinned
on the IMF coming to the
rescue as it did with a $20
billion facility for Poland.

The longer-term risk is
that the region won’t re-
sume the growth of the past
decade when buyant ex-
ports accelerated its integra-
tion with Western Europe.
France isn’t alone in calling
for domestic companies to
protect domestic jobs rather
than Czech and Slovak ones.
Central and Eastern Euro-
pean economies will proba-
bly contract by around 5%
in aggregate this year.
Hopes of a return to growth
in the second half of 2010
may yet prove optimistic.

—Matthew Curtin

gauge how many sacrifices it must
offer to satisfy angry taxpayers
whose outrage is amplified by the
global recession that has cost thou-
sands of jobs.

While some parliamentarians
have been disciplined, and others
may not seek re-election, the big-
gest sacrifice may be the indepen-
dence of Parliament.

“Westminster cannot operate
like some gentlemen’s club where
the members make up the rules
and operate them themselves,” Mr.
Brown said on Tuesday, promising
to clean out the Britain’s Parliamen-
tary system.

Mr. Brown said he would seek
Parliament’s backing for reforms
that include an independent “Par-
liamentary Standards Regulator,”
which would monitor standards of
“propriety, rigor and financial con-
duct” and oversee a new expenses
system. Politicians’ pay would be
set by an outside body.

Mr. Martin said in a short state-
ment to the House of Parliament
early Tuesday afternoon that he
will resign on June 21. He later an-
nounced to Parliament a series of
measures that had been agreed by
party leaders to stop the abuses, in-
cluding a £1,250 ($1,918) cap on
mortgage and rent payments and a
ban on using allowances to buy fur-
niture and household goods. Also
on Tuesday, another prominent
character in the scandal—veteran
Conservative member of Parlia-
ment Douglas Hogg, who claimed
£2,200 in expenses for gardening
costs, including the cleaning of a
moat—said he wouldn’t run in the
next election and will pay back the
money.

The rest of Parliament, mean-
while, is gripped by a sense of
panic, waiting for more members

of Parliament to fall.
“Once you given a scalp to this

kind of [media] lynch mob, it will
encourage them to ask for more,
and who is next? MPs are next, and
Gordon Brown is next,” said Austin
Mitchell, a Labour party member
of Parliament. Mr. Mitchell said
that Mr. Martin had only been car-
rying out the will of most members
of Parliaments, who didn’t want
their expense claims published.

To recover politically, Mr.
Brown and David Cameron, leader
of the opposition Conservative
Party, are locked in a battle to see
who can offer the toughest medi-
cine—at a time when a general elec-
tion in the U.K. must be called some-
time within the next year. So far,
Mr. Cameron has been widely seen
as moving more aggressively to
propose reforms and discipline his
own party’s members.

Mr. Cameron has also pushed
Mr. Brown to call the general elec-
tion immediately, giving voters a
chance to act immediately on their
rage over the expenses scandal.

In a press conference late Tues-
day, Mr. Brown announced that any
member of his Labour Party found
to have broken rules regarding ex-
penses would not be allowed to
stand as a Labour member of Parlia-
ment. The party will also examine
the last four years of expenses for
members of Parliament, he said.

Members of Parliament from all
political parties had called for his
resignation of Mr. Martin, who, as
speaker, heads the body that ad-
ministers Parliament and has re-
sponsibility for overseeing politi-
cians’ expenses. Nicknamed “Gor-
bals Mick” after the tough blue-col-
lar district in Glasgow that he rep-
resents, Mr. Martin had held on to
the post as late as Monday, bitterly
contesting attacks against him.

Mr. Martin’s position weakened
when the prime minister withdrew
his support by refusing to back
him. Mr. Brown paid fellow Scot
Mr. Martin a visit at his official resi-
dence on Monday after the speaker
had finished an apology for both
his and Parliament’s behavior over
the claims but refused to discuss
his future, a person familiar with
the matter said.

Had Mr. Martin not stepped
down, he would have likely faced
over a vote of no confidence, for
which Conservative member of Par-
liament Douglas Carswell had col-

lected more than 20 signatures.
His resignation “is the right deci-
sion,” Mr. Carswell said. “Parlia-
ment is not accountable to the vot-
ers, and it is the speaker’s failure to
ensure sovereignty of the people,”
he said.

Mr. Martin’s resignation marks
the first time that a speaker has
been forced from office by a formal
challenge since 1695, when Sir
John Trevor was sacked for taking
bribes during the reign of William
of Orange; the role dates back to
the 13th century. Parliament,
which can trace its existence back
to the 12th century, is still tradi-
tion-bound, ranging from a tights-
wearing official called Black Rod
who knocks on Parliament’s door
to bring members of Parliament to
hear the Queen’s speech, to the pro-
vision of tobacco snuff at the en-

trance to Parliament’s debating
Chamber.

Reining in Parliament’s indepen-
dence may be an even rarer event.
As a sovereign body, whose history
is steeped in fending off the depre-
dations of a greedy monarch, it is
literally a law unto itself. members
of Parliament have traditionally
seen their special privileges—in-
cluding the ability to speak freely
on the floor of the House of Com-
mons without fear of attracting a
lawsuit for defamation—as essen-
tial to perform their work.

Rules dating back centuries,
when members of Parliament were
at risk of being arrested by a dis-
pleased monarch, have included
provisions barring them from be-
ing served with court documents
or arrested on the precincts of Par-
liament.

But Maurice Frankel, a freedom
of information campaigner, says
these essential privileges have to
be separated from other benefits
that have accrued to members of
Parliament over time.

Underlining how jealously Par-
liament has guarded the policing
of its expenses, it has in the past ig-
nored requests to audit their allow-
ances from the National Audit Of-
fice, which audits almost all other
public spending, according to Par-
liament documents.

In 1998, the NAO—which Mr.
Brown said Tuesday he wants to
take a role in overseeing Parlia-
ment—expressed concern to the
Parliament’s Accounting Officer
“that there was no complete audit
trail for expenditure on Member’s
allowances,” according to the min-
utes of a meeting of Parliament’s
Select Committee on Public Ac-
counts. Following the request, the
Accounting Officer set out respon-
sibilities which concluded that: “it

is primarily the responsibility of
Members to ensure the propri-
etary and regularity of expendi-
ture for which they claim reim-
bursement.”

In April 2008 a meeting of this
Select Committee noted that
“there were some inconsistencies
in Members’ record keeping” and
that in some cases supporting evi-
dence of a claim was missing. De-
spite this admission, reform of the
expense system has been very re-
cent and it took the recent revela-
tions to force wholesale change.
Committee members, including
members of Parliament Nick Har-
vey and David Maclean, who have
both been the subject of recent rev-
elations on expenses, did not re-
turn calls seeking comment.

Mr. Brown’s attempt to charac-
terize the expenses debacle as an is-
sue of Parliament rather than gov-
ernment cut little ice on Tuesday,
as he was peppered with questions
about what his proposed changes
might mean for members for cabi-
net ministers who have been
caught making large and trivial
claims.

Dawn Barton, an office manager
in London, said that while Mr. Mar-
tin’s departure is a step in the right
direction, politicians are still “just
a bunch of crooks.”

Mr. Martin’s resignation pre-
sents another headache for Mr.
Brown, as his move will trigger a by-
election in a once safe Labour seat
in Glasgow. Last summer, Labour
lost another Glasgow seat, when
the Scottish National Party humili-
ated them in a by-election, a loss
that triggered a bout of specula-
tion about Mr. Brown’s future as La-
bour leader.

—Laurence Norman
and Stephen Fidler

contributed to this article.
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Don’t mix politics, accounting

U.K. speaker resigns amid outcry over expenses scandal

IASB Chairman David Tweedie is having to reconcile competing
demands from Europe and the U.S. for accounting reforms.

‘Who is next? MPs
are next, and Gordon
Brown is next,’ said
Austin Mitchell.
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Judges of Spain’s National Court
currently employ ‘universal jurisdiction.’

Spain is set to rein in its crusading judges
Lawmakers approve
resolution requiring
domestic connection

By Thomas Catan

MADRID—Over the past few
years, Spain has become the venue
of choice for international human-
rights groups seeking to try alleged
crimes against humanity in court,
but that seems set to change.

Facing pressure from irate for-
eign governments, Spain’s Congress
Tuesday passed a resolution to rein
in the country’s crusading judges by
limiting their jurisdiction to cases in
which there is a clear Spanish con-
nection.

The six investigating judges of
Spain’s National Court, employing
the so-called principle of “universal
jurisdiction,” are handling 13 cases
involving events that took place in
other countries, from Rwanda to
Iraq. One judge, Baltasar Garzón, is
investigating allegations of U.S tor-
ture at Guantánamo Bay. Another is
probing allegations that Israel com-
mitted war crimes in the Gaza Strip.
A third has summoned Chinese gov-
ernment ministers to testify about
the government’s crackdown on pro-
tests in Tibet.

But under the resolution, cases
taken up by Spanish judges would
have to involve a Spanish citizen or
the accused would have to be
present on Spanish soil. Cases also
would be dismissed if the same
events are being investigated in the
country where they allegedly took
place.

The Spanish government now
will turn the resolution into legisla-
tion, which the major parties in Con-
gress have agreed to back and there-
fore is likely to be turned into law. It
wasn’t immediately clear whether
the changes would apply to existing
cases or only to future ones.

The move to limit the judges
alarmed human-rights campaign-
ers. “There will be more impunity,”
Hugo Relva, legal adviser for Am-
nesty International, said before
Tuesday’s vote.

But the investigations by the
judges, who are independent from
the executive and legislative
branches, have become a growing
headache for the Spanish govern-
ment.

The Chinese government
warned Spain that bilateral rela-
tions could be damaged if Judge San-
tiago Pedraz proceeded with his
case regarding the Tibet crack-
downs. The Israeli government also

strongly criticized the investigation
by Judge Fernando Andreu into its
2002 attack on a Hamas leader,
which killed 14 other people. Israeli
Prime Minister Benjamin Netan-
yahu has said the case “makes a
mockery out of international law.”

The U.S. has publicly taken a
softer line, with President Barack
Obama saying he would prefer not
to focus on past events at Guantan-
amo. Behind the scenes, however,
U.S. officials have met with the Span-
ish government and its prosecutors
to try to halt the two cases related to
the US prison camp, according to of-
ficials from both countries.

Spain’s government prosecution
service has opposed all three cases.
Still, the judges of the National
Court have forged ahead, raising the
controversy around them and widen-
ing the rift between them and the
government.

The attorney-general, Cándido
Conde-Pumpido, warned recently
that the Spanish justice system
risked turning into a “plaything.”
Even some colleagues are calling for
the judges of the National Court to
back off. Carlos Dívar, president of
the Supreme Court and the General
Council of the Judiciary, which over-
sees the judges, said this month that
Spain “cannot become a world po-
liceman and be subject to daily diplo-
matic conflict.”

Leading the charge of Spain’s ju-
diciary into some of the world’s
thorniest issues has been Mr.
Garzón, a workaholic and media-
savvy investigative magistrate who
leapt to fame in 1998 when he or-

dered the arrest in London of
former Chilean dictator Augusto Pi-
nochet.

In the past two months, Mr.
Garzón launched two separate inves-
tigations into allegations that the
U.S. tortured prisoners at its deten-
tion center in Guantánamo Bay. The
first named six former officials of
the administration of George W.
Bush over allegations they gave le-
gal cover to torture at the camp.

Facing international furor, the
Spanish public-prosecution service
had the case transferred to a differ-
ent judge. Weeks later, Mr. Garzón
launched a second investigation
based on allegations made by four
former inmates of the Guantánamo
facility, one of them a Spanish citi-
zen.

Spain isn’t the only country to
have adopted the principle of univer-
sal jurisdiction, which holds that
crimes against humanity can be
tried anywhere. Countries including
France, the U.K., Germany and Israel
also have done so. Even the U.S.,
which raised concerns over the cre-
ation of the International Criminal
Court, has invoked the principle.

In January, Charles Taylor Jr.,
son of the former Liberian presi-
dent, was sentenced to 97 years in
jail under a 1994 U.S. law allowing
people accused of committing acts
of torture overseas to be tried in a
U.S. federal court. Under the law, the
suspect must be either a U.S. citizen,
a legal resident or physically
present in the country.

In Spain’s case, the principle has
been interpreted more broadly. Un-
til now, Spanish law let judges take
on cases in which the accused isn’t
present on Spanish soil and no Span-
ish national is involved. A common
citizen or group can trigger a formal
investigation by presenting a claim,
and a court is obliged to look into it.

Critics say the National Court
judges should focus on slimming
down the backlog of domestic cases
that sometimes stretch back more
than a decade. “Who are we to fix
someone else’s house when there’s
so much to fix in our own?” asked
Mr. Dívar.

Other critics say Spain isn’t a
model of justice, noting that it never
put any of its own generals on trial

following Gen. Francisco Franco’s
four-decade-long dictatorship. Gov-
ernment prosecutors also say that
cases involving events in far-flung
countries have little chance of suc-
ceeding without cooperation from
the government of the country
where the events occurred.

So far, only one case involved a
clear-cut win: In 2005, Judge
Garzón secured the conviction of a
former Argentine military officer,
Adolfo Scilingo, for throwing
drugged prisoners from planes.

But supporters say the judges,
through their actions, have encour-
aged justice at some level. Mr. Pi-
nochet was eventually released by
British authorities on the grounds
that he was too ill to stand trial. But
the effort emboldened the Chilean
authorities to try him themselves.
He spent the final years of his life
fighting a series of cases.

“It affected people psychologi-
cally, made them realize that these
crimes cannot go unpunished,” said
Gonzalo Boyé, a Chilean lawyer
based in Madrid. Mr. Boyé helped
bring both the Guantanamo Bay and
the Israeli cases to court in Madrid.

CORRECTIONS &
AMPLIFICATIONS
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China’s banks lent 591.8 billion
yuan ($86.8 billion) in April, and
three-quarters of that went to “non-
financial and other types of compa-
nies,” a category that is widely un-
derstood to include mainly state en-
terprises and large infrastructure
projects, but also small businesses.
The government doesn’t give a
breakdown. An Economy & Politics
article May 14 failed to mention that
the category is thought to include
small businesses.

Cyclist Levi Leipheimer fin-
ished second in the Vuelta a España
last year. A May 13 Marketplace arti-
cle incorrectly stated that Mr.
Leipheimer finished second in the
Giro d’Italia.
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Valeo’s payment to former chairman faces growing outcry

world economy gets back on its feet.
“What we’re saying is that come

around 2012 the impact of this big re-
cession on oil investment and capac-
ity, if current trends continue, could
be severe with much higher oil
prices,” said IEA chief economist
Fatih Birol. The IEA is funded by the
world’s 28 biggest energy-consum-
ers, notably the U.S. and Japan. It
has long argued for more aggressive
investment in building oil capacity.

The report, which was reviewed
by The Wall Street Journal, also
notes that most delayed or canceled
projects are located in politically sta-
ble non-OPEC nations like Canada.
Those resources take more years to
develop than crude oil found in the
members of the Organization of Pe-
troleum Exporting Countries, which
is typically easier and cheaper to get
out of the ground.

The rate at which world oil de-
mand recovers remains a critical—
and unknowable—variable. Several
governments in the developed
world are advancing energy-effi-
ciency measures, which could tem-
per the rise in oil prices as demand
recovers. The IEA estimates oil de-
mand this year will fall by 3%, the
sharpest drop in about 30 years, to
about 83 million barrels a day.

Many analysts, however, say
they believe crude prices in the next
few years could again soar over the
$100-a-barrel mark seen last year
because of two factors: relatively
rapid energy consumption growth
in emerging markets like China and
the fact that much of the world’s
easy-to-tap oil is already discov-
ered.

Benchmark crude prices on Tues-
day closed up 62 cents at $59.65 a
barrel on the New York Mercantile
Exchange.

Through criticized at times for
missing some industry develop-
ments, such as the surge in Chinese
crude demand back in 2003, the IEA
is still seen as one of the most reli-
able energy statisticians in the in-
dustry, in part due to data from its
member countries.

The agency said Canada, with the

world’s second-biggest proven oil re-
serves after Saudi Arabia, has been
worst hit by falling investment.

Around 15 Canadian oil-sands
projects involving 1.7 million bar-
rels a day in production capacity
and $150 billion of investment have
been suspended or canceled.

Oil sands yield a viscous and ex-
pensive-to-produce crude that en-
ergy-importing nations like the U.S.
have been counting on to reduce
their reliance on OPEC oil.

But oil sands usually need at
least $55 to $60-a-barrel crude
prices to be produced profitably. Oil

has traded below that level since
late last year.

Another looming problem: lower
investment, if protracted, will affect
declining output from aging fields.
Such fields in Russia and Mexico re-
quire considerable maintenance
and investment just to prevent pro-
duction from falling.

Mr. Birol, who previously
worked as an OPEC analyst, said the
outlook for longer-term oil-output
capacity could still worsen because
of falling investment by OPEC,
which controls about 80% of the
world’s proven oil reserves.

While the global slowdown will
reduce the growth in carbon-diox-
ide emissions this year, much higher
levels of emissions could result over
the long term as financing problems
curb investment in cleaner technolo-
gies such as solar power.

Investment in bio-refineries that
produce fuels such as ethanol—a
cleaner-burning alternative to gaso-
line but just a small part of the over-

all market—fell to just $1 billion in
the first quarter globally from $5.7
billion in the fourth quarter of 2007,
the IEA said.

Many of the small companies in
the biofuels sector have lost access
to financing as lenders demand
higher returns.

The IEA said investment in re-
newable-generation sources such as
wind power may crumble by almost
40% this year globally to $51 billion
if current trends continue. Those fig-
ures don’t include the relatively
small sums of money governments
have set aside in big fiscal-stimulus
packages for cleaner energy
sources.

The stimulus packages globally
provide about $132 billion of new
funding for renewable-energy and
energy-efficiency programs but gov-
ernments need to increase spending
by about four times that amount—
and sustain it for many years—to hit
ambitious carbon-reduction tar-
gets, the IEA said.

“The clean energy components
of the stimulus packages so far an-
nounced fall far short of what is
needed to achieve sustainable en-
ergy use in the longer term,” the re-
port said.

Continued from first page
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IEA warns oil prices could surge as energy investment plunges

Shell shareholders reject executive-compensation plan
FROM PAGE ONE

Lower investment, if
protracted, will
affect declining
output.

van der Veer is to step down at the
end of June, and some shareholders
complained that he will also get an
award for a three-year period that
ends in 2010.

“The gravy train has got to stop,”
Martin Simons, a retiree, told the
board at Tuesday’s meeting. In the
end, 59.42% of shares voting op-
posed the remuneration proposal,
and 40.58% backed it. “The return
on equity is far short of Exxon Mo-
bil’s. We have to ask ourselves
whether we’re really performing as
well as some of our peers,” Mr. Si-
mons said.

Shell Chairman Jorma Ollila said
board members “take the outcome
of this vote very seriously and we
will reflect carefully upon it.” But
Sir Peter Job, head of Shell’s renu-
meration committee, stressed it
was “advisory” and wouldn’t invali-
date the pay award. The board had
previously said it awarded the
shares because the difference be-
tween Shell and the third-ranking
company, France’s Total SA, was
marginal and Shell’s ranking didn’t
fully reflect its relative perform-
ance.

Investors in British companies
have been skeptical of pay plans

since they gained the annual advi-
sory vote in 2003. That year, inves-
tors rejected the compensation plan
at GlaxoSmithKline PLC, which later
amended it.

But this year’s votes reflect a sig-
nificant change in investor behav-
ior, with institutional investors and
small private shareholders coming
together to oppose pay awards seen
as excessive. Previously, big-fund
managers would meet privately
with directors to air corporate gov-
ernance concerns, and often win
changes.

But institutional investors,
sharply criticized for failing to pre-
vent some of the worst boardroom
abuses revealed by the banking cri-
sis, are now coming under much
more pressure to express any misgiv-
ings openly— if necessary, teaming
up with private shareholders who
are less constrained in airing their
grievances.

“Clearly shareholders have not
been strident enough in supporting
the principles that we espouse in
terms of good corporate gover-
nance,” said Ivor Pether, a U.K. fund
manager at Royal London Asset
Management, which owns Shell
shares. “There’s now more of a de-
sire to collectively express a view to

make sure the point is hammered
home to boards.”

Anne Simpson, former executive
director of the International Corpo-
rate Governance Network in Lon-
don, a group of institutional inves-
tors, said the growing investor activ-
ism had prompted other British busi-
nesses to revamp pay practices, to
win shareholder support. “You’re

seeing a prophylactic effect” from
the advisory votes, she said.

Elsewhere in Europe, directors
at Holland’s Heineken NV, the
world’s largest brewer, withdrew ex-
ecutive-pay plans that had angered
investors.

At Shell, the remuneration re-
port had raised investor ire well be-
fore Tuesday’s meeting. Earlier this
month the U.K. investor advisory
group Pirc recommended sharehold-
ers oppose it, saying it “undermines
[the] consistent long-term ap-
proach to performance.”

“If you don’t achieve your per-
formance targets and then you just
reset the benchmarks so you get the
reward anyway, you make a mock-
ery of the whole system,” said Mr.
Pether at Royal London Asset Man-
agement.

Mr. Ollila, Shell’s chairman, said
its remuneration committee had ex-
ercised discretion both upward and
downward in recent years, in two
cases denying share bonuses when
directors had qualified for them. He
also said the board had received
shareholder approval to use discre-
tion in operating the company’s
long-term share plan. He added that
Shell would be discussing the impli-

cations of Tuesday’s vote with ma-
jor shareholders during the course
of the year.

Last week, Pirc complained
about the pay arrangements for
Glaxo’s former chief executive Jean-
Pierre Garnier, who left the com-
pany in May 2008. It said his employ-
ment contract allows him to cash in
share awards this year under a man-
agement incentive plan despite his
having left the drug company in May
2008.

In the U.S., shareholders are vot-
ing on compensation plans for the
first time this year at roughly 400
companies that received federal bail-
out funds, plus a scattering of oth-
ers that have adopted the practice
voluntarily. Congress required the
votes as past of the economic-stimu-
lus package in February, and may ex-
tend the rule to all publicly traded
companies this year. Sens. Charles
Schumer, a New York Democrat, and
Democrat Maria Cantwell of Wash-
ington, introduced a bill Tuesday to
do so.

Ms. Simpson, formerly of the cor-
porate-governance network, said
she expects a greater pushback from
U.S. shareholders next year, as they
increasingly “scrutinize these [pay]
proposals on merit.”

Continued from first page

By Gabriele Parussini

and Nathalie Boschat

PARIS—French Labor Minister
Brice Hortefeux added to criticism
of the severance package that auto-
parts maker Valeo SA paid to
former Chairman and Chief Execu-
tive Thierry Morin, urging share-
holders to reject the payment in a
vote next month.

Mr. Hortefeux said in an inter-
view with RTL radio station Tues-
day that it was inconceivable that
Mr. Morin should be paid a Œ3.2
million ($4.3 million) package af-
ter the Œ207 million net loss the
parts maker posted for last year.
In December Valeo also an-
nounced plans to cut 10% of its
work force.

The comments add to the pub-
lic outcry against Mr. Morin’s pay-
ments and to growing anger in
France about executive pay in gen-

eral. In early April, France banned
companies that get state funding
from issuing stock options to top
managers and limited some other
forms of compensation.

On Monday Valeo said it was
recommending that shareholders
vote against Mr. Morin’s sever-
ance package at its annual general
meeting June 9. The company has
already paid Mr. Morin’s sever-
ance, which includes options and
shares.

Telephone calls to Mr. Morin
for comment weren’t returned.

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
severance, “the board could take
legal action to get the money
back,” a spokeswoman for Valeo
said.

The government through its in-
vestment vehicles owns 8.33% of

Valeo’s capital, making the French
state the second-biggest share-
holder after Pardus Capital Man-
agement, which holds 19.75%. The
government has said it would vote
against the package at the share-
holders’ meeting.

In December Mr. Morin, under
pressure from the board and amid
public outcry, accepted a reduc-
tion in his salary to about Œ1.1 mil-
lion a year from Œ1.5 million in
2007.

Valeo posted a loss for 2008
and said it expected to remain in
the red at the operating level in
the first half of 2009.

Valeo also said Monday it had
sued an unidentified person it
says secretly recorded some board-
member meetings at which Mr.
Morin wasn’t present.

The suit, filed with a Paris
court, identifies the person re-
sponsible for the recordings only

as “X.” Under French law, a suit
can be filed without publicly iden-
tifying the accused. However, a
person familiar with the matter
said the company believed Mr.
Morin was responsible for making
the recordings.

In March, Valeo announced it
had replaced Mr. Morin after a
long-running dispute with board
members and shareholders over
strategy. Pardus Capital Manage-
ment, a U.S.-based investment
fund, had been pressuring Mr.
Morin to refocus the company on
the businesses in which Valeo ben-
efits from strong margins and
solid market shares.

Mr. Morin also had been criti-
cized by shareholders over 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.

Source: Thomson Reuters Datastream
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Burberry dresses up in a classic pattern
Posting annual loss,
label puts new focus
on its plaids, basics

By Cecilie Rohwedder

LONDON—Burberry PLC swung
to a loss for its full fiscal year as the
British luxury brand felt the sting
of an expensive restructuring and
heavy discounting.

But sales rose 21% as the com-
pany tried to shelter itself against
the recession with a lot more of the
plaid pattern that made its rain-
coats an icon.

Burberry posted a net loss of £6
million ($9.2 million) for the year
through March 31, compared with a
net profit of £135.2 million a year
earlier. The loss stemmed in part
from the cost of writing down the
value of stores in Spain, as well as
from a £55 million charge for a big
cost-cutting program that in-
cluded the layoff of 15% of its work
force.

Sales increased to £1.2 billion.
Like other luxury labels whose mer-
chandise and marketing has turned
more sober than it was during the
boom years, London-based Burb-
erry is courting customers
with products that show
off the basic brand and
stay in fashion longer than
some of the more tran-
sient styles of the past.

Burberry Chief Execu-
tive Angela Ahrendts said
that the company believes
the effects of the reces-
sion are beginning to
abate.

The company’s signa-
ture plaid plays heavily in
its London showroom. The pattern
is being redeployed in subtle as
well as obvious ways, such as a
suede bag where the plaid is visible
only through a mesh exterior. “It’s
very intentional,” Ms. Ahrendts
said in an interview.

After Burberry’s comeback in
the 1990s, when the plaid was
splashed on anything from dresses
to dog bowls, Burberry backed

away from the pattern to counter
overexposure.

“Now we’re coming back with a
renewed strategic use of the brand-
ing platform,” Ms. Ahrendts said.

Many of the world’s
fashion houses are re-
sponding to today’s con-
sumer caution with more
traditional styles. Current
advertising motifs by
Moët Hennessy Louis Vuit-
ton LVMH SA, the world’s
largest luxury-goods com-
pany by sales, show actor
Sean Connery with a clas-
sic Louis Vuitton travel
bag. Handbag ads featur-
ing pop star Madonna are

shot in an old-fashioned French
café, far removed from the glitzy
backgrounds of past campaigns.

Burberry calls itself a more
“democratic” brand than other lux-
ury labels because it offers a wide
range of prices and caters to differ-
ent age groups. The company says
consumers’ conservative new
tastes fit its classic brand image.

“In this market, people want the
reassurance of a familiar brand,”
said Christopher Bailey, Burberry’s
creative director. In its next spring-
summer collection, which Burb-
erry currently is showing to buy-
ers, he responds with a myriad of
clothes and accessories using fresh
variations on the plaid theme.

In another reflection of con-
sumer preferences, sales of Burber-
ry’s nonapparel products, such as
handbags, rose 12% last year. Non-

apparel sales, which long lagged be-
hind those of other fashion houses,
now account for a third of Burber-
ry’s total business.

“An accessory—a bag or
shoe—is a more spontaneous pur-
chase than apparel,” Mr. Bailey
said.

The company wants to further
boost accessory sales and expand
in growth markets, including the
U.S. In the past year, Burberry
opened stores in cities such as Pitts-
burgh and Indianapolis and
launched stores for children’s wear
outside Los Angeles and New York.
This year, it wants to sell more chil-
dren’s products, boost its U.S. de-

partment-store business and ex-
pand its online sales.

“America is still one of the
toughest markets,” said Ms. Ahr-
endts. “But it’s not getting worse,
and we are not seeing the volatility
and strong declines anymore. The
business opportunities are proba-
bly better than they have ever
been.”

The company negotiated a favor-
able rent deal on its new U.S. head-
quarters on New York’s Madison Av-
enue, Ms. Ahrendts said, and when
the office opens next week, Burb-
erry will be one of a few companies
to have its name emblazoned
across the New York skyline.

VW, Porsche affirm goal
is to combine companies

LEADING THE NEWS

Angela Ahrendts

By Christoph Rauwald

FRANKFURT—Volkswagen AG
and its majority shareholder, Por-
sche Automobil Holding SE, said
Tuesday they will try to forge an in-
tegrated company, just days after
Volkswagen appeared to halt the ne-
gotiations over concerns about Por-
sche’s financial condition.

In a statement, the companies
said the supervisory board chair-
men of Volkswagen and Porsche
confirmed they still have the goal of
combining Europe’s largest auto
maker by sales with the Stuttgart-
based sports car maker.

Both Volkswagen and Porsche
will “work amicably and construc-
tively on reaching this goal,” the
companies said in the release.

The Porsche and Piëch families,
which together own all of the voting
stock at Porsche, agreed May 6 to en-
ter talks with Volkswagen over com-
bining the two companies. The
move came as Porsche scrapped its
effort to build up a 75% ownership
stake in Volkswagen, an achieve-
ment that would have given it ac-
cess to Volkswagen’s cash reserves.

Porsche fell short of its goal, se-
curing only a 51% stake. The at-
tempt almost tripled its net debt to
Œ9 billion ($12.2 billion) and left in-
vestors edgy about risks lurking in
the complex options Porsche had
used to build its stake.

Volkswagen’s influential super-
visory board chairman, Ferdinand
Piëch, caused a stir last week when
he appeared to shoot down deal
talks, saying Porsche must first
deal with its heavy debt load and de-
scribing a rumored purchase price
of Œ11 billion for Porsche as “a few
billion too high.”

Porsche supervisory board chair-
man Wolfgang Porsche refused to
publicly comment on his cousin’s re-
mark, and Piëch didn’t attend a
meeting Monday to end the family
feud.

Volkswagen Chief Executive Mar-
tin Winterkorn said Sunday in a let-

ter addressed to senior manage-
ment and reviewed by Dow Jones
Newswires that “for a merger of
Volkswagen and Porsche we must
systematically analyze the initial
position and get a clear picture of
the real situation at Porsche.”

“It is in the interest of all in-
volved parties, our workforces, all
shareholders and our customers,
that we don’t endanger the finan-
cial stability ... of Volkswagen,” Mr.
Winterkorn said, adding that he
shared the view of Volkswagen’s
top labor representative, Bernd Os-
terloh, that there is currently no at-
mosphere for constructive talks.

Mr. Osterloh Tuesday watered
down his resistance toward merger
talks and said in a statement that
the labor representatives will par-
ticipate in the negotiations only if
Porsche’s owner families “say
clearly what they want.”

“We haven’t heard or read any-
thing on that so far,” he said.

Porsche Monday acknowledged
that reducing its debt load remains
a top priority, but said its financial
situation isn’t putting it under pres-
sure in the merger talks with Volks-
wagen.

The histories of Volkswagen and
Porsche have been deeply en-
trenched ever since Ferdinand Por-
sche designed Volkswagen’s iconic
Beetle in the 1930s.

Mr. Piëch, Volkswagen’s supervi-
sory board chairman and former
chief executive, is the grandson of
Ferdinand Porsche. But recent
events have once again put the fami-
lies’ ties to the test.

Volkswagen is Europe’s largest
auto maker by sales.

Keeping check
Burberry net profit/loss. 

Source: the company
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By Nicholas Casey

American Apparel Inc. on Mon-
day agreed to a $5 million settle-
ment with filmmaker Woody Allen
to end a lawsuit accusing the re-
tailer of unauthorized use of the di-
rector’s image in an ad campaign.

Mr. Allen took issue with Ameri-
can Apparel billboards in New York
and Los Angeles that showed him
dressed as a Hasidic Jew, a scene
from “Annie Hall.” Mr. Allen claimed
the photo on the billboards was
used without his permission. The
lawsuit, which was filed last year in
U.S. District Court in Manhattan,
said American Apparel had profited
from the ads. In a trial set to begin
Monday, Mr. Allen was seeking $10
million in damages.

The big-ticket settlement not-
withstanding, the lawsuit gener-
ated publicity for the trendy Los An-
geles-based clothing company.
American Apparel, known for its
provocative advertising, has rarely
shied from controversy.

In a statement, Mr. Allen said:
“American Apparel calculatingly
took my name, my likeness, and im-
age and used them publicly to pro-
mote their business. ... I hope this

very large settlement will discour-
age American Apparel and others
from doing this type of thing to my-
self and others in the future.”

American Apparel attorney Stu-
art Slotnick said in an interview that
the company had been “looking for-

ward to going to trial to explain how
the First Amendment is a sacred
right in this country that allows for
freedom of expression even in un-
conventional ways.” But he said the
retailer’s insurance company made
the decision to settle.

Retailer, Woody Allen settle suit

Vero Beach, Fla.

R
ICHARD and Amanda Pea-
cock spent five years
building their dream
home, a 900-square-
meter , orange mansion

overlooking the ocean here. They
filled it with leopard-skin chairs, pin-
ball machines, antique Coca-Cola
signs and six sports cars. It had a
room full of 100 hunting trophies—
including a hyena and the head of an
elephant—and an aviary out back
housing eight rare parrots.

On a recent Saturday, they held a
one-day auction to try to sell it all.

“Four million, do I hear four and
a half?” shouted auctioneer Dean
Kruse, as he took bids for the man-
sion. “Come on, people—the good
Lord stopped making oceanfront
property a long time ago.”

In a sweltering auction tent on
the Peacocks’ front lawn, the bid-
ding got especially heated for the
road signs, the hunting trophies and
the couple’s 2004 Ferrari. Frank Bur-
den, a local landscaper, picked up
Mr. Peacock’s Pennzoil sign for $75.
Bidding on the scarlet Ferrari, with
only 8,000 kilometers, reached
$110,000, a steal compared with its
$207,000 purchase price. Marie
Davis, a Florida vacationer, picked
up several exotic hunting trophies.

“I got a wildebeest for $250!” she
said. “What a deal.”

Mr. Peacock’s auction marked a
new moment in the fall of the latest
Gilded Age. Fire-sale auctions of
mansions, yachts, sports cars and
other trappings of wealth have be-
come common as the rich become
less rich. But Mr. Peacock is in the
vanguard in attempting to downsize
in just one day. The event was less
an auction than a lifestyle liquida-
tion, a clearance sale on a decade’s
worth of conspicuous consumption.

He has plenty of company among
the once-wealthy. Half of all million-
aires have lost 30% or more of their

fortunes during the financial crisis,
according to a recent survey from
Chicago-based Spectrem Group.
Whether unable to pay their bills or
loath to appear lavish at a time of na-
tional thrift, many millionaires and
billionaires are unloading their bau-
bles. In a twist on the estate sales of
deceased celebrities, “living estate
sales” have become popular.

Todd Good, president of Acceler-
ated Marketing Group in California,
recently auctioned off a
1,400-square-meter mansion in
Walla Walla, Wash., along with a col-
lection of more than 70 motorcy-
cles, a large wine cellar, antiques
and artwork. The house, which was
listed for more than $13 million,
sold for $3.5 million.

Jim Gall, president of Miami-
based Auction Co. of America,
helped a once-wealthy Naples resi-
dent try to sell a mansion, two con-
dos, a fishing boat, a yacht and two
Mercedes-Benzes. He failed to sell
the yacht, since the debt on the boat
exceeded the highest bids.

Mr. Gall said he has had nine or
10 calls recently from similar sellers
asking about one-day auctions.

“We call it ‘going minimalist,’”
Mr. Gall said. “It’s the financing and
debt that pushes these people to the
wall. But they’re also saying that
they’ve had it with buying and col-
lecting. It’s like a great purging.”

Richard Peacock’s selloff is among
the most unusual. A 60-year-old com-
mercial real-estate developer with a

mustache and a dark tan, he built his
fortune building and owning retail
space in Miami’s Coconut Grove area.
He and Amanda, a 39-year-old former
model, moved in 2003 to Vero Beach,
a resort town that is home to billion-
aires and sports stars like Ivan Lendl
and AOL executive Ted Leonsis.

They bought a piece of ocean-
front property for $4 million and
spent the next four years, and an-
other $4 million, building the man-
sion. It has six bedrooms, seven-
and-a-half baths, a gym and a barber-
shop and salon. Outside there is a wa-
terfall, a tiki bar and the aviary. The
couple designed much of the furni-
ture themselves, including the gold
and leopard-skin dining-room
chairs. “Richard likes leopard skin,
and I like gold, so it was the perfect
match,” said Mrs. Peacock.

The sprawling “trophy/game
room” is stocked with dozens of an-
tique road signs, life-size statues of
Muhammad Ali and Green Bay Pack-
ers quarterback Bart Starr, antique
gas pumps and a cigar-store Indian.
Stuffedhuntingtrophiesspillthrough-
out the house, including the fang-bar-
ingbaboon in theguest room. Mr. Pea-
cock said he doesn’t hunt.

Their fortunes began to turn last
fall. Mr. Peacock was diagnosed
with cancer. His commercial real-es-
tate business, with 2,800 square
meters of retail space in Miami, is
facing rising vacancies. He also had
to shut down his Vero Beach con-
struction company, which was work-
ing on residential projects.

The couple now has a $2.2 million
mortgage on their mansion, Mr. Pea-
cock said, and a $1 million mortgage
on a four-bedroom oceanfront home
nearby that they used while building
the mansion. Maintaining the house
is also costly: $50,000 a year in taxes,
$25,000 for insurance and more than
$100,000 a year for indoor and out-
door maintenance. That’s not to men-
tion the upkeep on their other home.

Mr. Peacock said he is now can-
cer-free. He said it was the health
scare, not financial problems, that
inspired him to scale back.

“We don’t need all this stuff any-
more,” he said, adding that the cou-
ple plans to buy a cabin in the Blue

Mountains. “It’s time to simplify.”
So, four months after moving in,

the couple put the mansion on the
market. They found no buyer. In Feb-
ruary, the Peacocks decided on a sin-
gle blowout auction, selling off the
two houses and most of the contents
with Indiana-based auction com-
pany Kruse International.

The Peacocks figured it would be
fast and cheaper to market than sev-
eral separate auctions. The risk is
that such sales can flop.

On the morning of Mr. Peacock’s
auction,morethan100bargain-hunt-
ers flocked to the auction tent along
with dozens more bidding live on-
line. The bids started strong, with the
metal signs and animals selling. An
online bidder bought the elephant
head for $6,750. A bright yellow
Honda Gullwing motorcycle went for
$9,500, and a 2003 Country Motor
Coach fetched $150,000—far less
than the $600,000 Mr. Peacock paid
for it or the $200,000 he owes on it.

“This guy had all the toys in the
world,” marveled Pat Nugent, a local
real-estate agent.

When the six cars came on the
block, however, the sale stalled.
Only one—a cloned 1970 Plymouth
Hemi Cuda convertible—reached
Mr. Peacock’s asking price. The Pea-
cocks didn’t accept the bids on the
others, including the Ferrari. An Ital-
ian speedboat and a pair of jet skis
also failed to sell.

Bids on the house ground to a
halt at $5.5 million. The Peacocks de-
cided they couldn’t let it go for that.
Since they didn’t want to live in an
empty mansion, they pulled the
other items, including the parrots,
off the block.

In all, 500 items sold for about
$300,000. About $200,000 went to
pay the auctioneer and other ex-
penses. Both houses are still on the
market.

“Nobody’s spending money right
now,” said Mr. Peacock, sitting un-
der the tent with his head buried in
his hands. “I guess we’ll try to just
keep hanging on.”
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Dispatch / By Robert Frank

Woody Allen outside a courthouse, where he testified against American Apparel.
The director was seeking damages for use of his image.

Richardand AmandaPeacockauctioned
theirbelongings, including thisbear,above.
Sellingtrappingsof wealthhas become
commonastherichbecome lessrich.

At rich estates, gilded era is going, going, gone
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Note: Fiscal years end March 31 of the year shown
Sources: the company (profit/loss); Thomson Reuters Datastream (share price)

Vodafone
After company announced a net-profit drop of more than 50%, 
shares fell 4% on Tuesday
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Marks & Spencer slashes its dividend
Retailer’s move to slice payments by a third follows 38% drop in profit as home market is hit hard by downturn

By Kerry E. Grace

Saks Inc. swung to a fiscal first-
quarter loss on a sharp sales drop
as markdowns failed to stem its
woes, but the retailer’s results still
exceeded Wall Street expectations.

Chief Executive Stephen Sadove
said Tuesday that the sales environ-
ment remains “extremely diffi-
cult,” but added Saks is carefully
managing inventories, expenses
and capital spending. The retailer
continued to see weakness across
all regions, merchandise catego-
ries and distribution channels.
Weak results at its flagship New

York City store also persisted.
The industry was expected to be

less vulnerable to the downturn
and lower-priced retailers, but lux-
ury brands have seen their sales
slump amid a broad slide in con-
sumer spending. For its part, Saks
has been cutting prices to avoid
massive losses. Steep discounts on
designer goods, however, could
hurt in the long run as shoppers
may be resistant to paying full
price after seeing such big mark-
downs.

The New York-based company
said last month it plans to retain its
status as a luxury retailer, but it

was looking to sell a greater
amount of less-expensive name-
brand merchandise and turn its out-
lets into something more than just
a way to unload excess inventory.

For the period ended May 2,
Saks posted a loss of $5.1 million,
or four cents a share, compared
with year-earlier income of $17.3
million, or 12 cents a share. Ana-
lysts polled by Thomson Reuters ex-
pected a loss of 26 cents a share.

Net sales dropped 27% to $621.3
million. The company reported two
weeks ago that same-store sales
were down 28%.

Gross margin rose to 38.4%

from 38%, helped by the shift of a
spring clearance sale to the cur-
rent quarter. Last year, it was held
during the fiscal first quarter. That
shift will boost second-quarter
sales but hurt margins.

Inventory fell 7.4% on a per-
store basis.

Saks affirmed its outlook for a
fiscal-year same-store sales de-
cline in the low double-digits, in-
cluding a drop in the midteen per-
centage range for the second quar-
ter.

The retailer also cut its outlook
for fiscal-year capital spending
8.3% to $55 million.

Saks swings to a loss on ‘extremely difficult’ sales

Vodafone speeds up cost-cutting effort as profit declines

Marks & Spencer
Net profit, in billions
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A Marks & Spencer store on Oxford Street in London.

By Kathy Sandler

LONDON—Vodafone Group PLC
said Tuesday that it is accelerating
its cost-cutting program as it
posted a 54% drop in fiscal full-year
net profit, hurt by steep write-
downs on operations in recession-
hit countries such as Spain and Tur-
key.

The fortunes of U.K.-based
Vodafone, the world’s largest mo-
bile operator by revenue, remain
balanced between a slow decline in
profitability in Europe and mostly
healthy growth in emerging mar-
kets—topped off with steady in-
come from its 45% stake in U.S. mo-
bile operator Verizon Wireless. Ver-
izon is majority-owned by Verizon
Communications Inc.

However, the recession has exac-
erbated the fundamental problems
in Europe, pinching Vodafone on all
sides as customers switch to pre-
pay plans, shop for better deals or
put off purchasing a new handset.

Vodafone reported a net profit
of £3.08 billion ($4.73 billion) for
the year ended March 31, down
from £6.66 billion the previous
year.

The results were weighed down
by an impairment charge of £5.9 bil-
lion, which included a £3.4 billion
write-down on the value of
Vodafone’s Spanish assets as well
as smaller write-downs related to
operations in Turkey and Ghana.

Revenue rose 16% to £41.02 bil-
lion from £35.48 billion, boosted by
the weakness of the British pound
against other currencies.

Nowhere has the recessionary
pressure been more evident than in
Spain, where Vodafone has limped
along for the past nine months
amid the country’s sharp economic
contraction and tough competi-
tion. Multiple quarters of decline
culminated in an 8.6% fall in or-
ganic service revenue, which strips

out currency effects, in the fourth
quarter, prompting Vodafone to
record the write-down on its Span-
ish operations.

The company also booked write-
downs of £550 million and £250 mil-
lion on its operations in Turkey and
Ghana, respectively.

Turkey has been a recurring un-
derperformer in Vodafone’s inter-
national portfolio. The country is
suffering a consumer slowdown
like the rest of Europe, and
Vodafone’s infrastructure and dis-
tribution channels in the country
are also lacking. At the same time
the former incumbent, Turkcell, is
a formidable rival. Vodafone has
said it doesn’t expect to see the
fruits of its investment in Turkish
infrastructure and distribution un-
til year end.

Still, the impairment charges
don’t affect Vodafone’s free cash
flow, the driver of the company’s
dividend and its preferred measure
of profitability. Free cash flow rose
2.5% in the fiscal year to £5.7 bil-
lion.

Vodafone raised its final divi-
dend 3.6% to 5.2 pence. It expects to
generate free cash flow in 2010 of
£6 billion to £6.5 billion, even as
markets remain challenging.

To maintain profitability,
Vodafone has vowed to cut £1 bil-
lion from its costs and Tuesday

said it would accelerate this pro-
cess. The company now aims to
achieve 65% of the savings in 2010,
instead of the previous target of
50%, and hopes to gain the rest in
2011.

Chief Executive Vittorio Colao,
at a meeting with journalists after

the release of full-year results,
hinted that more cost cuts may be
on the way as the company contin-
ues to look for ways to manage its
cost base. But he stopped short of
increasing previous targets.

Pressure is unlikely to let up in
the coming year, as more people
lose their jobs and cut back their
mobile spending. Vodafone is bank-
ing on growth increasing in emerg-
ing markets such as India as Europe
continues to slow down.

“Today’s results show that
Vodafone is making the best of the
hard times that we’re going
through,” said John Delaney, an an-
alyst at research firm IDC. “But for
the coming year, at least, those
times are going to get harder still.”

Separately, Vodafone’s German
unit Tuesday said it is interested in
acquiring Telecom Italia SpA’s Ger-
man broadband unit Hansenet.
Spanish company Telefónica SA’s
German unit said last week that it
is interested in Hansenet.
 —Archibald Preuschat

contributed to this article.

CORPORATE NEWS

By Lilly Vitorovich

LONDON— Marks & Spencer
Group PLC cut its dividend by a third
after reporting a 38% drop in its fis-
cal full-year profit and said it re-
mains cautious on its outlook as the
pound’s weakness hits its margins.

Marks & Spencer, the U.K.’s larg-
est clothing retailer and a bell-
wether for the nation’s consumer
sentiment, is being hit hard by the
economic downturn, particularly in
its home market. To cope, it has cut
capital spending, laid off 1,230 staff
and closed 27 of its 600 U.K. stores.

The company said Tuesday that
net profit for the 12 months ended
March 28 was £508 million ($779.4
million), compared with £821.7 mil-
lion the previous year, which was
bolstered by property sales and
changes to an employee pension
fund policy.

Revenue rose slightly to £9.06 bil-
lion from £9.02 billion, underpinned
by a 26% jump in international
sales. But U.K. sales from stores
open at least a year fell 5.9% as cus-
tomers curtailed spending or
sought out less-expensive goods.

There have been some recent
signs that the worst may be over for

the 125-year-old company. Last
month, it reported a less-steep-than-
expected 4.2% drop in its fiscal
fourth-quarter U.K. sales as it cut
prices. That compared with a de-
cline of 7.1% the previous quarter.

Executive Chairman and Chief
Executive Stuart Rose said business
in the first seven weeks of the new
fiscal year has been broadly in line
with the positive trends seen in the
fourth quarter, but the company re-
mains “cautious about the outlook

for the remainder of the year.”
Marks & Spencer warned that its

U.K. gross margin was expected to
fall by 1.25 to 1.75 percentage points
in fiscal 2010, despite cost cuts, as
sterling’s weakness against the dol-
lar and euro pushes up the prices of
products it imports.

Shares in Marks & Spencer were
down 7.5% to 339.25 pence.

In an effort to preserve cash on
its balance sheet, Marks & Spencer
cut its final dividend by 33% to 9.5

pence a share from 14.2 pence a year
earlier—the first time in nine years
it has cut its final dividend. It also
lowered its fiscal 2010 interim divi-
dend to 5.5 pence a share.

Marks & Spencer announced it
would ramp up efforts to improve
operational efficiency, expand its in-
ternational activities, revamp its
brands and work on future develop-
ment opportunities, calling the new
plan “2020 Doing The Right Thing.”

The program will be headed by

Ian Dyson, the retailer’s finance
chief and operations director, who
will take on the extra responsibili-
ties in addition to his current du-
ties—a move that some analysts say
positions him to take over as the
U.K. retailer’s next chief executive.

“We think this is likely to be an
opportunity to prove himself as a
possible candidate for the CEO role
when Stuart Rose steps down,” J.P.
Morgan retail analyst Adam Co-
chrane said.

“I’ve just got to keep doing the
best for the business that I can,” Mr.
Dyson said, adding that he wasn’t
going to take part in speculation
about the succession.

Mr. Rose, who has pledged to
step down as executive chairman no
later than July 2011, was tight-
lipped Tuesday on whether Mr. Dys-
on’s new responsibilities make him
the frontrunner for CEO.

By allocating additional respon-
sibilities to Mr. Dyson, Marks &
Spencer will bring together all of its
general-merchandise businesses, re-
sulting in the departure of Carl
Leaver, director of International,
Home and M&S Direct, its online
and catalog activities.
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Google is seeking staffing answers
Titan aims to spot
which of its workers
are likely to quit

By Scott Morrison

Concerned a brain drain could
hurt its long-term ability to compete,
Google Inc. is tackling the problem
with its typical tool: an algorithm.

The Internet search giant recently
began crunching data from employee
reviews and promotion and pay histo-
ries in a mathematical formula Goo-
gle says can identify which of its
20,000 employees are most likely to
quit.

Google officials are reluctant to
share details of the formula, which is
stillbeingtested.Theinputsincludein-

formation from surveys and peer re-
views, and Google says the algorithm
already has identified employees who
feltunderused,akeycomplaintamong
those who contemplate leaving.

Applying a complex equation to a
basic human-resource problem is
pure Google, a company that made us-
ing heavy data to drive decisions one
of its “Ten Golden Rules” outlined in
2005.

Edward Lawler, director of the
Center for Effective Organizations at
the University of Southern Califor-
nia, said Google is one of a few compa-
nies that are early in taking a more
quantitative approach to personnel
decisions.

“They are clearly ahead of the
curve, but a lot of companies are wak-
ing up to the fact that there is a lot of
modeling that can provide you with
critical data on human capital,” Mr.

Lawler said.
The move is one of a series Google

has made to prevent its most promis-
ing engineers, designers and sales ex-
ecutives from leaving at a time when
its once-powerful draws—a start-up
atmosphere and soaring stock price—
have been diluted by its growing size.
The data crunching supplements
more traditional measures like em-
ployee training, leadership meetings
to evaluate talent and a formal re-
view process, programs the famously
freewheeling company has quietly
ramped up over the past two years.

Google’s algorithm helps the com-
pany “get inside people’s heads even
before they know they might leave,”
said Laszlo Bock, who runs human re-
sources for the company.

Concerns about a talent exodus
have revived in recent weeks amid
the departures of top executives, in-

cluding advertising sales boss Tim
Armstrong and display-advertising
chief David Rosenblatt. Meanwhile,
midlevel employees like lead de-
signer Doug Bowman, engineering di-
rector Steve Horowitz and search-
quality chief Santosh Jayaram con-
tinue to decamp to hot start-ups like
Facebook Inc. and Twitter Inc.

Current and former Googlers said
the company is losing talent because
some employees feel they can’t make
the same impact as the company ma-
tures. Several said Google provides
little formal career planning, and
some found the company’s human-re-
sources programs too impersonal.

“They need to come up with ways
to keep people engaged,” said Valerie
Frederickson, a Silicon Valley person-
nel consultant who has worked with
former Google employees. “If Google
was doing this enough, they wouldn’t

be losing all these people.”
Google spokesman Matt Furman

said the chance to contribute to “con-
stant and often amazing innovation”
keeps employees engaged. The com-
pany is determined to retain top prod-
uct managers and engineers.

Google wouldn’t say how many
people have left, but says it has man-
aged to hang on to its most important
staffers. “We haven't seen the most
critical people leave,” Mr. Bock said.

By Andrew LaVallee

A small software company is
causing a stir in the technology
world with a highly anticipated new
Internet-search service that some
speculate could eventually chal-
lenge Google Inc.

Wolfram Research Inc., the firm
behind the new software, known as
Wolfram Alpha, prefers to call the
technology a “computational knowl-
edge engine,” rather than a search
engine. It doesn’t search the Web
for facts, as Google and most other
search engines do.

Instead it mines limited data-
bases compiled by the Wolfram Al-
pha team, then performs computa-
tions on those facts, yielding origi-
nal data, rather than links to exist-
ing Web pages.

“We’re trying to do something
which is emulating the way that an
expert would actually answer a ques-
tion,” says Stephen Wolfram, a phys-
icist and founder of the Champaign,
Ill., company.

Entering a city, for example, dis-
plays information such as its popula-
tion, the local time, its location on a
map, nearby cities and a link to its
Wikipedia entry. The home page of
Wolfram Alpha also invites visitors
to type in mathematical problems
or plain-English questions.

The service launched Friday, and
the company continued to tweak the
site over the weekend. By Tuesday,
the site had received about 48 mil-
lion queries from users, a Wolfram
Research spokesman said.

Some reviewers have called Wol-
fram Alpha too technical for a lay au-
dience, while others challenge the
idea that it would compete with Goo-
gle, since Wolfram Alpha seeks to an-
swer questions on its site, rather
than provide links to other sites.

Google declined to comment on
Wolfram Alpha specifically but said
in a statement: “We welcome compe-
tition that helps deliver useful infor-
mation to users and expands user
choice.”

Wolfram Alpha and Google have
different functions, Mr. Wolfram
said. “It’s now possible to take a de-
cent chunk of the world’s knowledge
and make it computable. That’s a dif-
ferent branch from what Google’s do-
ing.”
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Search site using
computations
has techs talking

What does it take to get people spending again? What
does it take to convince you to purchase a subscription to
The Wall Street Journal Europe? If your answer is “a good
offer”, then here are two: Subscribe to The Journal Europe
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Charged up over changes
Credit-card firms
weigh their options
under new U.S. rules

U.S., states join lawsuits
over drug pricing by Wyeth

Air France posts loss
but sees stabilization

Credit-card rules pass U.S. Senate

By Daniel Michaels

And Alice Dore

Air France-KLM SA posted a net
loss of Œ505 million ($684.5 million)
for its fiscal fourth quarter as reve-
nue dropped.

The airline posted a loss of Œ534
million a year earlier, mainly due to
a charge.

Revenue dropped 12% for the quar-
ter ended March 31 to Œ5 billion.

Chief Executive Pierre-Henri
Gourgeon gave no forecast for the cur-
rent fiscal year. But he said the
Franco-Dutch airline has in recent
weeks seen “signs of a stabilization
in our operating environment” after
a plunge in passenger and cargo traf-
fic over recent months.

Like most carriers world-wide,
Air France-KLM is grappling with a
sharp drop in both traffic and fares,
especially in high-margin business-
and first-class bookings.

For the full year, the giant car-
rier posted a net loss of Œ578 mil-
lion, compared with a restated net
profit of Œ790 million a year earlier.

Revenue slipped 0.6% to Œ24 bil-
lion for the year.

The carrier’s operating loss for
the full year, at Œ129 million, was
slightly better than it recently pre-
dicted. The company posted an op-
erating profit of Œ1.4 billion for the
prior year. The carrier in March
warned of an operating loss of
around Œ200 million. Executives
credited the slight improvement to
cost cutting.

“There was no good surprise on

revenue,” Mr. Gourgeon said. “Cost
reductions were better than ex-
pected.”

Chief Financial Officer Philippe
Calavia said the airline reduced its
head count by 2,700 in the fiscal year
and that it intends to reduce its work
force by around 3,000 people in the
current year. It employs 107,000 peo-
ple world-wide.

Mr. Gourgeon said the company in-
tends to avoid layoffs and instead will
cut jobs through attrition. The group
cut its investment plan to Œ1.4 billion
from Œ2.9 billion, but Mr. Gourgeon

said there was no need for asset sales
as the group’s cash position is strong.

He said, however, that Air France-
KLM still is studying the terms of an
offer for state-owned CSA Czech Air-
lines but declined to give further de-
tails. The Czech government plans to
complete the sale by September.

Air France-KLM said it will reduce
passenger capacity for the summer
by 4.5% and cargo capacity by 11%.

Last week, the carrier said pas-
senger traffic in April fell 2.8% from
a year earlier. The airline cut capac-
ity a sharper 3.4%, improving its
load factor.

Carletta King, right, pays for purchases with a credit card at a J.C. Penney store in
Colorado. The U.S. Senate passed a bill to overhaul credit-card business practices.

By Sudeep Reddy

The U.S. Senate overwhelmingly
passed legislation Tuesday to impose
sweeping new restrictions on credit-
card companies, responding to con-
sumer anger over mounting fees and
higherinterestratesamidarecession.

The 90-5 vote followed pressure
from the White House to deliver a bill
that would increase disclosures,
limit extra charges and ban a variety
of practices on rate changes for the
three-fourths of U.S. households that
use credit cards. The measure is ex-
pectedtopasstheHouseofRepresen-
tatives, and President Barack Obama
is expected to sign it next week.

“Credit cards are a tremendously
valuable and useful tool for consum-
ers, providing them with relief dur-
ing critical moments,” said Senate
Banking Committee Chairman Chris-
topher Dodd. “This is a very impor-
tant industry.…We just want it to

work better.”
The new rules, which would take

effect in February 2010, would over-
haul many highly profitable indus-
trypractices. Amongthe new restric-
tions: Consumers’ payments above
the minimum would be applied first
to balances with the highest interest
rate,a measure designed to help con-
sumers who fall deeper into debt
even as they try to pay off their bills.

Under the new rules, consumers
wouldn’t face an interest-rate in-
crease on existing balances unless
payments are 60 days overdue. Even
after that rate increase, a consumer
could get the old rate reinstated by
paying on time for six months.

The legislation bans a controver-
sial practice known as double-cycle
billing, in which a late-paying con-
sumer is assessed interest on a prior
month’s balance that had been paid
in full, in addition to the late balance.

Thelegislationmarkedamajorde-

feat for the credit-card industry as
lawmakers complained that consum-
ersare beinghit withtricksand traps.
Some officials drew parallels to the
housing crisis, in which millions of
Americansendedupwithhomemort-
gages they couldn’t afford.

Many of the changes included in
the legislation would have been im-
posedanywaybyrulestheFederalRe-
serve passed in December after years
of studies and field testing. But the
Senate restrictions go significantly
further than the Fed rules, which are
scheduled to take effect in July 2010.

The new legislation still allows
cardcompaniestoraiseinterestrates
on consumers’ future charges. And it
does little to stop banks from cutting
credit lines for consumers deemed
risky. Issuers are already increasing
rates for swaths of consumersas they
try to protect against losses.

Credit-card companies, which
stand to lose billions of dollars under
thenewmeasures,warnthatthelegis-
lationisso restrictivethat itcould cut
off many consumers’ access to credit.

Industry executives say the new
rules could lead to higher interest
rates for even more consumers—in-
cluding those paying their bills on
time—to offset the risks of offering
unsecured loans.

Edward Yingling, president of the
American Bankers Association, said
the legislation “fundamentally
changes the entire business model of
credit cards by restricting the ability
to price credit for risk.… We are con-
cerned that the Senate bill will have a
dramatic impact on the ability of con-
sumers, students and small busi-
nessesto obtainanduse creditcards.”
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The airline intends to
reduce its work force
by around 3,000 in
the current year.

American Express Co., reeling
from rising defaults and delinquen-
cies on its credit cards, unleashed an-
other round of job cuts aimed at sav-
ing $800 million this year.

The New York company said it
would eliminate 4,000 jobs, or 6% of
its work force, mostly through lay-
offs. This is on top of 7,000 job cuts
announced in October.

Additional savings will come
from cutbacks in marketing and busi-
ness development.

AmEx has expressed optimism

about its ability to weather the re-
cession. The company is planning to
repay $3.4 billion in taxpayer-
funded capital it got from the Trou-
bled Asset Relief Program.

AmEx has been particularly vul-
nerable to the recession because
many of its affluent customers live in
areas that have been hit by the hous-
ing-price collapse.

In the first quarter, AmEx’s card
business in the U.S. wrote off 8.5% of
its loans, up from 6.7% in the fourth
quarter and 4.3% a year earlier.

AmEx will cut 4,000 more jobs

By Robin Sidel

Credit-card companies, resigned
to tough new rules for their indus-
try, are threatening to raise interest
rates on some less-profitable cus-
tomers or even cut them off entirely.

The U.S. Senate approved a bill
Tuesday to overhaul the credit-card
industry’s business practices, and
the House of Representatives was ex-
pected to soon follow. President
Barack Obama could sign the bill as
early as next week.

The bill limits fees, imposes new
restrictions on when card compa-
nies can raise rates on delinquent
customers and sets new rules for
how companies apply payments on
balances.

Company executives said in inter-
views ahead of the vote that they
were weighing options to earn prof-
its in a more restricted environ-
ment.

“Everything is on the table. Ev-
eryone has to figure out a way to sig-
nificantly drop costs and improve
the profitability of each customer,”
said a card-industry executive.
Among the possibilities: cutting off
customers who use their cards infre-
quently.

The legislation comes amid an out-
cry about the credit-card industry’s
practices, from the way the firms dis-
close interest rates to the data that
they consider when determining if a
customer is a good risk. The fury has

intensified as credit-card issuers, hit
by record default rates and rising de-
linquencies, seek to limit losses by
cutting credit lines, raising fees and
closing inactive accounts.

Card-industry executives are re-
signed to many of the new legisla-
tive restrictions. “There is clearly go-
ing to be a massive change in the way
the industry looks today, with mate-
rial reductions in balance-transfer
offers and other teasers,” said Tony
Hayes, a partner at consulting firm
Oliver Wyman in Boston.

Industry executives are most ag-
grieved by a measure in the Senate
bill that would limit their ability to
raise interest rates on customers un-
til they are 60 days late on a pay-
ment. Card issuers, which currently
can raise rates and impose fees

when a customer is 30 days late, say
such “risk-based pricing” is a key
part of the industry’s economics.

“There is no question that all of
these changes will make credit avail-
able to fewer,” said another senior
industry executive.

That argument holds little water
with Gail Hillebrand, a lawyer for
Consumers Union in San Francisco.
Consumer groups are skeptical the
measures will severely crimp credit,
noting that the companies won’t be
likely to give up the billions of dol-
lars in fees that merchants pay for
transactions made using plastic.
“They ought to be doing good under-
writing in the first place and have a
good idea of what they need to
charge before customers borrow
the money,” she said.

By Avery Johnson

The U.S. Justice Department
and 16 states joined two whistle-
blower lawsuits alleging that Wy-
eth defrauded the government by
offering discounts to hospitals on
two of its drugs that it didn’t offer
to the Medicaid program.

The lawsuits, filed in U.S. district
court in Massachusetts, claim that
Wyeth avoided paying hundreds of
millions of dollars in rebates to state
Medicaid programs for its Protonix
Oral and Protonix IV acid-reflux
drugs. Wyeth sold $394 million of
the drugs in 2008, but they brought
in close to $2 billion a year in reve-
nue before generic competition
threatened them.

Medicaid, the U.S. health-insur-
ance program for the poor, is entitled
to the lowest price on prescription
drugs, and drug makers are required
to pay states rebates based on any
discounts offered to other parties.

The complaint alleges that from
2000 to 2006 Wyeth sold the two
medicines to thousands of hospitals
at a deep discount in a bundled pack-
age called the Protonix Performance
Agreement. The deal gave some hos-
pitals as much as a 94% discount on
the oral drug, the government says.

The complaint alleges Wyeth
hoped patients would be switched
when they went home from the hos-
pital and came off the intravenous
version. The complaint adds that
Wyeth failed to pay Medicaid hun-
dreds of millions of dollars, because
it didn’t pass along these discounts
to the government.

“By offering massive discounts
to hospitals, but then hiding that in-
formation from the Medicaid pro-
gram, we believe Wyeth caused Med-
icaid programs throughout the coun-
try to pay much more for these
drugs than they should have,” Tony
West, assistant U.S. attorney gen-
eral for the Civil Division, said in a
news release.

Wyeth spokesman Doug Petkus
said the company believes its pric-
ing calculations were correct and
“intends to vigorously defend itself
in these actions.”

Wyeth’s pricing of Protonix has
been the subject of a grand-jury in-
vestigation by the U.S. attorney’s of-
fice in Massachusetts. That office
couldn’t be reached for comment.

The complaint says that when
Wyeth launched its oral version of
Protonix in 2000, the market was
crowded by competitors, but it
hoped to capitalize on its advantage
as the only company selling an intra-
venous version of the drug. It set a
price of $20 a vial for the IV version.
The oral version cost $3.

According to the complaint, a
company memo dated March 1,
2000, said: “The lower IV price
would be contingent on the accep-
tance and accessibility of the oral
tablets” and Wyeth would offer “re-
bates/discounts up to 80% off the IV
product list price bundled with up to
a 25% rebate/discount off the oral
list price.”

Pfizer Inc. plans to close its $68
billion acquisition of Wyeth in the
third or fourth quarter.
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European hotels feel the recession’s bite
As revenue per room
plunges, fresh deals;
seeking the distressed

By William Boston

In early May, Intercontinental
Hotels Group PLC, the world’s larg-
est hotel operator by rooms, invited
about 20,000 people in London,
Shanghai, Paris and New York for a
collective jump on four huge beds.

The advertising stunt wasn’t ex-
actly the catalyst for the kind of glo-
bal movement that John Lennon
and Yoko Ono had in mind with their
“bed-in” at an Amsterdam hotel
years ago, but it shows how far hotel
operators today are going to attract
business in what the hotel industry
is calling the worst hospitality reces-
sion in two decades.

“What we are now seeing in Eu-
rope is comparable to what hap-
pened after 9/11,” says Mark Wynn-
Smith, the CEO of property consult-
ants Jones Lang Lasalle’s European
hotel business. “The hotel market
will keep falling. We’re in for a very
tough summer.”

Last year, the European hotel
business remained relatively robust

even as hotel operators in the U.S.
were feeling pain.

Many of the biggest hotel compa-
nies in Europe were profitable in
2008, although earnings were down
from the previous year. But firms
warned that 2009 would be a tough
year.

Evidence of that climate change
was apparent in the first quarter. Oc-
cupancy rates in European hotels
dropped 8.9% in the first three
months of the year compared to the
same period last year, according to
STR Global, an industry research
group. Hardest hit were those in
Eastern Europe, down 19%, and
southern Europe, down 16%.

Declining business travel and
tourism hit hotels in Europe’s big-
gest cities. In London, the blow was
softened by the effect of a weak
pound, which attracted tourists
from the euro zone.

Even so, revenue per available
room, or revpar, the industry’s stan-
dard measurement, plunged 23% in
the first quarter from a year ago. Ho-
tels in Madrid, which depend heavily
on British tourists, saw revpar drop
27% as those customers stopped
traveling as the recession deepened.
Revpar fell fell 19% in Paris and 17%
in Rome.

As IHG’s bed-jumping gag shows,

hotel companies are looking for cre-
ative responses to the crisis. That
ploy was to advertise a special offer
for a free night to anyone who
stayed two consecutive nights from
May to July. To advertise free break-
fast at its Holiday Inn hotels in the
U.K., IHG drove a food truck through
central London and distributed free
breakfast to passersby.

Spanish hotel operator NH Hote-
les SA, is luring tourists to Europe
this summer with a weekend special

that includes a free minibar and late
Sunday checkout as well as a num-
ber of 50% discounts on advance
bookings.

Accor SA, whose hotel brands
range from Motel 6 and Ibis to the
Sofitel luxury chain, will let travel-
ers book rooms online at steep dis-
counts from May 27 to June 1.

During the last recession, say an-
alysts, many hotels cut room rates.
But that has a significant broader im-
pact on revenue and profitability be-

cause it takes a long time to get rates
back to prerecession levels. Dis-
counts, special offers and additional
services are a way for hotels to at-
tract business without reducing
their headline room rates.

Still, average daily rates were
down 9.6% year-on-year in the first
quarter, according to STR Global.

“We never learn from past mis-
takes,” says Derek Gammage, head
of property services group CB Rich-
ard Ellis’ hotels group. “It’s much
better to offer free nights, extras
and use greater imagination. Just
sinking rates does nothing to create
new business.”

Even though there hasn’t been
much evidence yet of distress, the
vultures have begun circling.

In March, London-based Waldeck
Capital LLC said it was raising Œ500
million ($677.7 million) for a Global
Hospitality Recovery Fund, which
aims to acquire distressed luxury-ho-
tel assets in Europe and the U.S.

The Rezidor Group, which oper-
ates Carlson Cos. hotels in Europe,
Africa and the Middle East, said it
will focus on expanding business in
emerging markets, acquiring dis-
tressed assets and on franchising,
which doesn’t require upfront capi-
tal.
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Top 10 ranking of hotel owners based on number of rooms as of Jan. 1, 2009

Source: MKG Hospitality Database

Global Europe
1 IHG 619,851

2 Wyndham Worldwide 592,880
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A decline in drilling activity has helped reduce exploration costs for energy firms.
A Chesapeake Energy worker in March on a natural-gas rig in Kennendale, Texas.

Lower drilling costs help firm energy results

U.S. to boost vehicle-fuel goals
Obama mileage plan
is expected to slash
dependence on oil

Source: U.S. Department of Transportation
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By Ben Casselman

A long-awaited drop in the cost
of drilling and maintaining wells
has finally materialized, easing the
pressure on oil and natural-gas pro-
ducers whose profits are being
squeezed by lower prices.

Executives at the companies
that own and develop fields com-
plained for months that as tum-
bling energy prices ate into reve-
nue, margins were being hurt by the
stubbornly high cost of materials,
labor and drilling services needed
to get oil and gas out of the ground.
In recent weeks, that has finally be-
gun to change.

Lower costs, along with a mod-
est rebound in oil prices to more
than $55 a barrel, helped several
companies deliver better-than-ex-
pected earnings in the first quarter.

“We’ve certainly seen a cost re-
sponse almost everywhere now,”
said John Richels, president of oil
and gas producer Devon Energy
Corp.

The Oklahoma City company
said its costs have dropped 10% to

15% from the beginning of 2009 and
predicted they will come down an-
other 10% to 20% before the year is
out. The decline helped mitigate De-
von’s $4 billion loss in the first quar-
ter driven by the diminishing value
of its oil reserves.

Costs began falling in the first
quarter, and the trend has acceler-
ated in recent weeks. XTO Energy
Inc., another producer, reported
earlier this month that drilling
costs fell 15% to 20% in April alone.

“Almost overnight, the costs
have dropped like a rock,” said Dan
McSpirit, an analyst with BMO Capi-
tal Markets in Denver.

Several factors are driving the
cost declines, including the lower
price of steel, which is used to make
drilling pipe, and cheaper diesel
fuel, which powers most drilling
rigs.

The biggest factor, however, is
reduced demand for drilling equip-
ment. Lower oil and gas prices have
led producers to drastically cut
back their drilling, more than halv-
ing the number of rigs operating in
the U.S. since September.

That has hurt drilling contrac-
tors such as Patterson-UTI Energy
Inc. and Helmerich & Payne Inc. and
services companies such as Schlum-
berger Ltd. and Halliburton Co.
Helmerich & Payne, for example,

has seen the rate it can charge for
currently available drilling rigs
drop by about 30% since last fall. Yet
despite the price cuts, only about
half its U.S. rigs are currently operat-
ing.

By Jonathan Cheng

HONG KONG—A New Jersey gam-
bling-enforcement agency recom-
mended that MGM Mirage disen-
gage itself from any business associ-
ation with its Macau joint-venture
partner, a daughter of Macau gam-
bling magnate Stanley Ho.

The details of the recommenda-
tion, which came at the end of a confi-
dential report by the New Jersey Divi-
sion of Gaming Enforcement, were
disclosed in an MGM Mirage filing to
the U.S. Securities and Exchange Com-
mission. The report will be looked at
by state gambling officials as they
consider whether to renew MGM Mi-
rage’s New Jersey casino license.

Though the SEC filing doesn’t
name MGM Mirage’s joint-venture
partner, the Las Vegas-based casino
operator struck a 50-50 partnership
in 2004 with Pansy Ho, now 45 years
old, to develop, build and operate the
MGM Grand Macau. The casino cur-
rently has about a 6% market share
in the Chinese gambling enclave.

In a statement Tuesday evening,
Ms. Ho said she was aware of the gam-
bling-enforcement division’s recom-
mendation that MGM Mirage discon-
tinue its joint venture with her in
Macau. She added she and her advis-
ers needed time to read the report be-
fore deciding how best to respond.

MGM Mirage said it had fully co-
operated with the New Jersey Divi-
sion of Gaming Enforcement in its in-
vestigation. “While we disagree with
the recommendation of the [agency],
we look forward to presenting our po-
sition at the hearing,” it said.

A spokesman for the New Jersey
Casino Control Commission, which li-
censes casino operators, said he antic-
ipates the commission will schedule
a hearing on the matter. The Division
of Gaming Enforcement, which con-
ducted the investigation, reports to
the state attorney general but
doesn’t have the authority to revoke
or issue a casino license.

The news comes at a precarious
time for MGM Mirage, which has
been fighting for survival as it labors
under more than $14 billion in debt. It
recently won concessions from lend-
ers and completed a capital increase
that will stabilize the company for the
next year or two. But the report could
force the company to make a decision
between operations in Macau—a lu-
crative market many consider gam-
bling’s future—and its current hold-
ings and plans for New Jersey.

In Atlantic City, MGM Mirage
owns half of the Borgata with Boyd
Gaming Corp. MGM Mirage had also
planned a much larger development
for Atlantic City but put those plans
on hold as the economy deflated.

New Jersey authorities first dis-
closed their investigation of MGM Mi-
rage’srelationshipwith itsMacaupart-
ner inJune 2005.The division’s report,
issued to the New Jersey Casino Con-
trol Commission on Monday, called
the joint-venture partner “unsuit-
able,”accordingtotheMGMMiragefil-
ing. The filing didn’t elaborate on why
the partner was deemed unsuitable.

MGM Mirage, in which billionaire
investor Kirk Kerkorian now holds a
39% stake, said the company’s due-
diligence and compliance efforts in
connection with the joint venture
were found deficient by the gam-
bling-enforcement division. The
company said in the filing Tuesday
that the division’s report is “merely
a recommendation and is not bind-
ing on the New Jersey Commission.”
 —Tamara Audi contributed

to this article.
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MGM Mirage
advised to drop
Macau partner

By Stephen Power

And Christopher Conkey

WASHINGTON—The Obama ad-
ministration said it plans to order
auto makers to increase the fuel
economy of automobiles sold in the
U.S. to 35.5 miles per gallon (about
15 kilometers per liter) by 2016, four
years faster than current federal
law requires.

The move, part of a broader over-
haul of fuel-economy rules aimed at
cutting greenhouse-gas emissions,
would accelerate the largest govern-
ment-mandated transformation of
vehicles on the American road since
the late 1970s and early 1980s, when
the first federal fuel-economy stan-
dards took effect.

President Barack Obama said the
new rules will give auto makers
“clear certainty that will allow these
companies to plan for a future in
which they are building the cars of
the 21st century.”

“In the past, an agreement such
as this would have been considered
impossible,” Mr. Obama said in a
speech in the Rose Garden, where he
was joined by auto executives, state
governors and union officials.

The Union of Concerned Scien-
tists said it expects the plan to slash
the U.S.’s dependence on oil by
about 1.4 million barrels a day by
2020, almost as much as daily im-
ports from Saudi Arabia. A UCS anal-
ysis also suggests that carbon-diox-
ide emissions would be cut by 230
million metric tons by 2020, and net
savings to consumers would reach
$30 billion by 2020, based on a gas
price of $2.25 a gallon.

By 2016, new passenger cars sold
in the U.S. will have to meet an aver-
age requirement of 39 mpg, up from
27.5 mpg currently. Light trucks
would have to deliver an average of
30 mpg, compared with about 23
mpg today.

In practice, the new rules would
mean that many more cars for sale

in the U.S. would be gas-electric hy-
brids or subcompacts, such as the
Honda Motor Co. Fit, outfitted with
fuel-stingy engines. A light truck or
sport-utility vehicle capable of aver-
aging 30 miles per gallon probably
would be equipped with a gas-elec-
tric hybrid or a diesel engine.

The technology required to meet
the proposed standard could add
$1,300 to the average vehicle
cost—a significant share of the
money Detroit’s auto makers are try-
ing to save by slashing their union re-
tiree health care costs.

Car makers tentatively have
agreed to drop litigation challenging
the legality of state-level curbs on
tailpipe greenhouse-gas emissions,
people familiar with the matter said.
They appear ready to support the
more aggressive fuel-economy time-
table in exchange for the certainty of
a single national fuel-economy stan-
dard, instead of a jumble of federal
andstate standards.The stateof Cali-
fornia also will agree to accept the
proposed federal standard.

Ford Motor Co. CEO Alan Mula-
lly called the new rules a “crucial
milestone.” He added that they “will
give us greater clarity, certainty and
flexibility to achieve the nation’s
goals.”

But regulatory certainty doesn’t
bring market acceptance. Among
the risks that auto makers face is the

need to produce a highly efficient
fleet of hybrids, electric cars and ad-
vanced gasoline engines at prices
customers can afford.

“If gasoline is cheap, there’s go-
ing to be a huge disconnect” be-
tween the vehicles available and
what consumers will want, said
Mike Jackson, chief executive of
auto dealership chain AutoNation
Inc. He has long advocated a higher
federal gasoline tax to ensure that
prices stay above $4 a gallon, the
level that drove demand for small
cars last summer.

Currently, the federal gas tax is
18.4 cents a gallon for gasoline and
24.4 cents per gallon of diesel. Presi-
dent Barack Obama has said he isn’t
interested in raising fuel taxes, and
the senior administration official
said Monday that the administra-
tion is confident that auto makers
will be able to continue to offer and
sell a wide range of vehicle types
without having to rely on govern-
ment incentives such as tax credits.

The national average price for a
gallon of regular, unleaded gasoline
is now $2.31, about 25 cents more
than what it was a month ago but
well below the average from a year
earlier of $3.79. The decline in gas
prices from last summer’s record
highs has revived demand for large
sport-utility vehicles. In April, such
vehicles accounted for 4.4% of all ve-

hicles sold in the U.S., compared
with 3.8% in April 2008, when fuel
prices were higher. Meanwhile, com-
pact cars—which accounted for 22%
of all vehicles sold in the U.S. in May
2008—made up just 16.8% of new ve-
hicles sold last month.

“With this type of volatility, you
can’t effectively plan your product
lineup for the next several years and
hope to make money as an auto
maker,” said Jesse Toprak, execu-
tive director of industry analysis for
Edmunds.com, a Web site that
tracks auto sales. “If the govern-
ment wants to be realistic, it has to
come up with incentives for people
to buy fuel-efficient vehicles.”

Complicating matters for the ad-
ministration are the financial strug-
gles of Chrysler LLC, which is receiv-
ing government funding under bank-
ruptcy-court protection, and Gen-
eral Motors Corp., which has said it
could file for Chapter 11 bankruptcy
at the end of May and also has re-
ceived billions of dollars in federal
loans.

The costs of meeting the new
standard would be high. although
some retooling expenses are in-
curred in the normal course of de-
signing new models. The Transpor-
tation Department last year esti-
mated that requiring auto makers to
achieve 31.6 mpg by 2015 would cost
the industry $46.7 billion, among
the most expensive rule makings in
U.S. history.

Dave McCurdy,president of the
Alliance of Automobile Manufactur-
ers, said on Monday, “Unless there’s
a huge spike in the price of gasoline…
there will have to be incentives from
the government” to encourage con-
sumers to buy advanced-technology
vehicles at prices that will return a
profit to manufacturers.

The Obama administration’s ac-
tion accelerates a drive to dramati-
cally change the size, shape and fuel
consumption of American cars and
trucks that started gathering steam
in the final year of the Bush adminis-
tration. President George W. Bush
signed an energy bill in December
2007 that called for the first signifi-
cant increase in passenger-car fuel
economy in more than two decades.
 —Henry J. Pulizzi

contributed to this article.
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Intel details new netbook chip, software

Start-up company offers
memory-chip alternative

Astronauts dropped the Hubble Space Telescope back into orbit on Tuesday after completing a repair and upgrade mission.
NASA’s last service call to the 19-year-old observatory should keep it in operation until at least 2020. Above, Atlantis crew
members John Grunsfeld, left, and Andrew Feustel on Monday.

Top PC makers hope to show their mettle
H-P expected to have
an edge over Dell
in weathering slump

Hubble telescope now better than new

Re
ut
er
s

By Justin Scheck

Hewlett-Packard Co. and Dell
Inc. are both grappling with a dis-
mal personal-computer market.
Now they will have to demonstrate
whether they have found a way to in-
crease profits in this environment.

On Tuesday, H-P reported its
profit fell 17% in its second quarter.
Dell will release its latest results
next week. Since last fall, the compa-
nies have been weighed down by
stalled corporate spending and
penny-pinching consumers.

World-wide PC shipments fell 7%
in the first three months of 2009
from a year earlier, according to mar-
ket-research firm IDC. And in March
the average consumer PC price fell
17% to $708, according to research
firm NPD Group Inc.

So far, H-P, the world’s largest PC

maker, has weathered the shrinking
market better than No. 2 Dell. De-
spite the market’s decline in the
first three months of 2009, H-P’s PC
shipments rose about 3% from a
year earlier, while Dell’s fell about
16%, according to IDC.

The difference is largely a result
of the nature of the two companies’
customers: H-P sells almost half of
its PCs to consumers, according to
research firm Gartner Inc., while
about 80% of Dell’s sales go to corpo-
rate buyers, which have scaled back
spending amid the recession. H-P is
also more diversified than Dell. PCs
account for about 60% of Dell’s reve-
nue and only about 30% of the reve-
nue at H-P, which also sells printers
and technology services.

As a result, “Dell isn’t well-
equipped” to find new short-term
growth, said Shaw Wu, an analyst at
Kaufman Bros. In contrast, he ex-
pects H-P to be more stable in its
most recent quarter.

H-P reported revenue of $27.4 bil-
lion for the quarter ended April 30,
down 3% from $28.3 billion a year
earlier, as sales fell across its busi-

nesses. Its profit fell to $1.7 billion,
or 70 cents a share, from $2.1 billion,
or 80 cents a share, a year earlier.

Meanwhile, Wall Street expects
Dell to post revenue of $12.7 billion
for the quarter ended April 30, down
from $16.1 billion a year earlier, ac-
cording to Thomson Reuters. Dell’s
earnings per share are expected to
drop to 23 cents from 38 cents.

Representatives from H-P and
Dell declined to comment ahead of
the earnings reports.

For the first few months of 2009,
Mr. Wu said, H-P was able to in-
crease its PC shipments because of
its wide presence in retail stores.
H-P also has more leeway than Dell
to participate in bidding wars for
big corporate PC contracts, he said,
because H-P can afford to lower
prices for PCs it sells in combination
with contracts for tech services and
software, which have higher profit
margins than PCs.

Last year, H-P, of Palo Alto, Calif.,
boosted its services business by ac-
quiring outsourcing company Elec-
tronic Data Systems Corp. for more
than $13 billion. H-P also has ac-
quired a series of companies that
make software for data centers—
the large computing rooms that
power companies’ information-tech-
nology systems—over the past
three years, and last year it reorga-
nized its services business to link
certain services more closely to soft-
ware, said Robin Purohit, a vice pres-
ident of H-P’s software division.

Meanwhile, Dell faces multiple
challenges, said Mukul Krishna, an
analyst at Frost & Sullivan who stud-
ies tech companies. In addition to
finding a way to increase its PC
sales, Dell must diversify beyond
computers to become “more of an IT
company” rather than just a com-
puter vendor, he said.

While Dell has beefed up its ser-
vices and software offerings since
early 2007, when founder Michael
Dell returned as chief executive, the
company remains dependent on PCs
and businesses’ tech spending.

Wall Street analysts have called
for Dell to acquire services or soft-
ware companies. When the Round
Rock, Texas, company reports earn-
ings on May 28, investors will be ea-
ger to hear what plans the company
has for acquisitions.

The Wall Street Journal previ-
ously reported that Mr. Dell has
been looking to hire an executive
who would be in charge of mergers
and acquisitions. Dell also has ex-
plored moving into the cellphone
market, which is already crowded
with competitors.

By Don Clark

After seven years of labor in se-
crecy, a Silicon Valley start-up is dis-
closing one of the most radical efforts
yet to replace today’s memory chips.

Unity Semiconductor Corp.
hopes to provide an alternative to
chips known as NAND flash memory,
which are a mainstay of products
such as digital cameras and Apple
Inc.’s iPod music player. The closely
held company says its technology can
store four times the amount of data as
NAND chips of the same size, and
record data five to ten times faster.

Unity said it has working proto-
types but doesn’t expect to offer
chips commercially for two years. Be-
sides completing a finished product,
analysts say, the start-up must find a
big manufacturing partner to become
a credible supplier.

“For anybody to come out with a
new memory it must be adopted by
one of the major NAND makers,” said
Alan Niebel, an analyst at Web-Feet
Research who has beenbriefed onUni-
ty’s plans.

Unity Chief Executive Darrell Ri-
nerson, formerly an executive at
memory chip specialist Micron Tech-
nology Inc., said Unity hopes to forge
a partnership with an existing mem-
ory chip maker, but didn’t disclose a
candidate.

NAND chips, which retain data
even when electrical power is
switched off, have become an essen-
tial commodity in the tech sector. But
price competition has whipsawed
suppliers. The research firm iSuppli
estimates world-wide sales of NAND
chips fell 15% in 2008 to $11.8 billion.

NAND also faces an uncertain fu-
ture. As companies keep shrinking cir-
cuit dimensions, many experts be-
lieve that at some point it may be-
come impossible to boost the storage
capacity of the technology any fur-
ther, one reason companies have
been working on alternative technolo-
gies.

Unity’s approach is particularly
unusual, dispensing with basic con-

cepts such as the use of electrons to
store data. The company bases its
technology on ions—charged parti-
cles formed by the addition or loss of
electrons—and the way they move
through certain materials, Mr. Riner-
son said.

Memory chips, which are fabri-
cated on silicon wafers, typically
store data using transistors in cells
that are laid out in a two-dimensional
pattern. Unity says its technology,
which uses no transistors, makes it
possible to stack four cells on top of
each other and pack more data in less
space.

In another unorthodox tactic,
Unity plans to buy partially finished
wafers from services called found-
ries. Mr. Rinerson said costly produc-
tion tools will only be needed to add
final layers on the wafers. As a result,
a new factory to make Unity’s chips
might cost around $1 billion, instead
of $4 billion, he said.

Unity plans to jointly finance a fac-
tory with the aid of the unnamed man-
ufacturing partner; both companies
would sell a portion of the output un-
der their own brands. With the aid of
about 60 patents issued so far, Mr. Ri-
nerson said Unity’s intent is “to keep
others out, to not allow this technol-
ogy to be commoditized.”

Unity, which has raised close to
$75 million in venture capital so far,
has lately been making prototype
chips that store 64 megabits of data.
It expects by mid-2011 to offer a com-
mercial chip that stores 64 gigabits—
about twice the capacity of the most
advanced NAND chips on the market
now. The increased capacity will help
in applications where chips have
played a limited role to date, such as
replacing disk drives in laptop PCs,
Mr. Rinerson predicted.

But the company faces many hur-
dles, including proving it can churn
out chips at competitive prices. Jim
Handy, an analyst at the market-re-
search firm Objective Analysis, said
other NAND alternatives have been
proposed before that never met that
challenge. “The memory game is al-
ways about cost,” he said.

TECHNOLOGY JOURNAL
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By Don Clark

Intel Corp. gave the first details
Tuesday about new versions of its
Atom chip and Moblin operatingsys-
tem, both targeted largely at low-
end portable personal computers
called netbooks.

The new version of Atom, code-
named Pineview, is expected to be
delivered in the fourth quarter of
2009. Intel for the first time is com-
bining the microprocessor with
two features—graphics circuitry
and a component called a memory
controller—that up to now have

come with a separate product
called a chip set.

That means that making a net-
book will require just one other
main chip, called an input-output
controller, instead of three chips
in total, said Noury Al-Khaledy, In-
tel’s general manager for net-
books and desktop variants, dur-
ing a conference call. The result is
lower costs for computer makers,
as well as lower power consump-
tion.

Intel also disclosed the avail-
ability for download of a new beta
version of Moblin, a variant of

Linux for netbooks and other prod-
ucts. Moblin v2.0, as it is called,
comes with a new interface called
the M-zone that is designed to sim-
plify the way users play digital me-
dia, use the Internet and engage in
social networking, said Doug
Fisher, a vice president in Intel’s
software and services group.

Intel said the software can be
adapted by operating system ven-
dors. Mr. Fisher said those compa-
nies will have everything they
need this summer, allowing them
to ship their products by the end
of the year.
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Alliance Boots PLC

Europe’s highest court decided
against deregulating the European
pharmacy market Tuesday, ruling
that German and Italian laws re-
stricting who may own and operate
a pharmacy are justified under Euro-
pean law. “Ownership and opera-
tion of pharmacies can be restricted
to pharmacists alone,” said the Euro-
pean Court Of Justice. The ruling is
bad news for Europe’s large phar-
macy-owning and medical mail-or-
der companies including the U.K.’s
Alliance Boots PLC and Germany’s
Celesio AG, which owns the U.K.’s
Lloyds Pharmacy, as well as whole-
saler Phoenix Pharmahandel AG.
These pharmacy giants as well as re-
tailers such as Carrefour SA, Tesco
PLC and Wal-Mart Stores Inc., are
keen to expand their pharmacy oper-
ations across Europe, but have been
barred from countries with owner-
ship restrictions.

By Antonio Regalado

And Lauren Etter

The makers of Brazil’s most popu-
lar packaged-food brands said Tues-
day they would merge to create the
world’s top exporter of canned and
processed meat.

The new company, called BRF-
Brasil Foods, would bring together
Perdigão SA and Sadia SA to become
Brazil’s largest employer, with more
than 110,000 workers. It said it plans
to focus on international expansion,
including in the U.S. and China.

“We are creating a champion,”
said Sadia Chairman Luiz Fernando
Furlan, who described the new firm
as a “Brazilian company with the
musculature for world competition.”

Although the new firm will be a
powerhouse in poultry, frozen pizza
and sausage, the deal was forced by
financial troubles. Both firms
posted quarterly losses this year
amid a recent drop-off in exports.
And Sadia struggled after huge
losses on currency bets last year left
it burdened by debt.

While Brasil Foods would be
dominant in Brazil’s $2.7 billion
market, world-wide it would ac-
count for less than 1% of world pro-
duction of frozen and chilled pro-
cessed foods, a market worth some
$300 billion, according to Euromoni-
tor International.

The deal is the latest in a wave of
mergers in Brazil, many backed by
Brazil’s government as a way to
strengthen key industries. Brazil’s

Itau bank this year merged with
competitor Unibanco, creating
South America’s largest banking in-
stitution.

Brazilian food companies have
become global players thanks to the
country’s vast tracts of unused land
and cheap labor. Last year Brazil ex-
ported 3.2 million tons of poultry,
up from 584,000 tons a decade ear-
lier, according to the U.S. Agricul-
ture Department.

Perdigão and Sadia have led Bra-
zil’srisetobecometheworld’slargest
exporter of poultry, now ahead of the
U.S., sending frozen and canned
meatsto110countries,includingRus-
sia, Saudi Arabia and in Africa.

Outside of Brazil, Brasil Foods
will face competition from U.S. gi-
ants like Cargill Inc. and Tyson
Foods Inc.

Executives said they planned to
crack the U.S. and Chinese markets,
both of which have blocked Brazilian
poultry due to health and sanitary
concerns. On Tuesday, during a visit
to Beijing by Brazilian President Luiz
Inacio Lula da Silva, the countries
signed an agreement to open Chi-
nese markets to direct poultry im-
ports from more than 20 Brazilian
plants for the first time.

Under the merger deal, Perdigão
shareholderswillkeep68%ofthenew
firm, and Sadia’s investors will re-
ceive 32%. Company executives say
they plan to raise approximately $2
billion in an equity offering in July.

The merger still needs approval
by Brazil’s antitrust regulator, a pos-
sible worry as supermarket shelves
in the nation are crowded by nearly
identical offerings from the two
firms, including frozen hamburgers
and pizza.
 —Tony Danby contributed

to this article.

Perdigão Chairman Nildemar Secches, left, and Sadia Chairman Luiz Fernando
Furlan, at a press conference to announce their merger, in São Paulo Tuesday.

Bank of Ireland PLC

Bank of Ireland PLC said its fis-
cal-year net profit slumped as the
housing-market crash burdened it
with restructuring and impairment
charges. The bank expects loan im-
pairments to rise to Œ6 billion ($8.1
billion) from Œ4.5 billion in the three
years to March 2011, citing a change
in the economic forecasts in Ireland,
where 50% of the credit risk on the
bank’s lending portfolio is based.
The bank said that 12,200 of its Irish
residential mortgages were in nega-
tive equity—equivalent to 6% of its
mortgages—and that the percent-
age of those mortgages in arrears
had nearly doubled in six months.
The bank posted a net profit of
Œ59 million in the 12 months to
March 31, down from a net profit of
Œ1.68 billion a year earlier, after sev-
eral charges, including Œ304 million
in impairment of goodwill.

By Juro Osawa

TOKYO—Lawson Inc. abandoned
its 14.5 billion yen ($150.4 million)
plan to acquire smaller rival am/pm
Japan Co.

Lawson, the second-biggest con-
venience-store operator in Japan,
said it was unable to reach an agree-
ment with U.S.-based am/pm Inter-
national Inc., which owns the
am/pm trademark.

Lawson didn’t accept a require-
ment by am/pm International that a
majority of stores in Japan continue
to use the am/pm name after the ac-
quisition, a Lawson spokeswoman
said. She said Lawson had intended
to take into account each franchised-

store owner’s preference for what
name to use.

Am/pm International declined to
comment on the Lawson negotia-
tions but said it wants to expand the
am/pm brand in Japan.

Rex Holdings Co., am/pm Japan’s
parent company, said it hasn’t de-
cided whether to seek a new buyer.

Lawson said in March that it
would turn am/pm Japan into a
wholly owned unit. The deal would
have moved Lawson closer to indus-
try leader Seven-Eleven Japan Co.,
which had roughly 12,300 stores as
of April 30. Lawson’s group operates
about 9,500 stores in Japan, while
am/pm Japan had roughly 1,100 at
the end of last year.

MOL Nyrt.

Hungarian oil and gas company
MOL Nyrt. swung to a net loss in the
first quarter, hit by the weak forint,
sharply lower crack spreads and
losses at some subsidiaries. MOL’s
net loss totaled 114.82 billion forints
($538.2 million) compared with a
net profit of 33.36 billion forints a
year earlier. MOL said it booked a
140 billion forint unrealized foreign-
exchange loss, compared with a for-
eign-exchange gain of four billion
forints a year earlier. Revenue fell
26% to 632.58 billion forints. MOL’s
downstream segment posted a 88%
drop in operating profit to 4.7 bil-
lion forints from 40.1 billion forints
amid a deteriorating external envi-
ronment, including a 45% decrease
in average crack spreads. MOL’s up-
stream segment almost doubled its
operating profit excluding certain
items to 46 billion forints.

Natixis SA

French investment bank Natixis
SA said Tuesday that French police
had raided its premises along with
those of its two parent banks as part
of an investigation into allegations
it misled shareholders. In a state-
ment, the company said that the
raids are part of a preliminary in-
quiry following a complaint filed by
French minority-shareholders asso-
ciation Adam on Feb. 24. The police
searches of the offices of Natixis,
Groupe Banque Populaire, and
Groupe Caisse d’Épargne aren’t of
“an exceptional character” in this
type of procedure, Natixis said.

Novartis AG

Novartis AG on Tuesday said it
has acquired the full rights to an ex-
perimental drug to treat asthma and
smoker’s cough, in an asset swap
with U.S. peer Schering-Plough
Corp. The move underlines the
Swiss drug maker’s intention to
build a portfolio of drugs to treat res-
piratory diseases. Novartis said it
has assumed world-wide rights to
develop and sell the experimental
drug QMF149, a combination of No-
vartis’s own smoker’s cough drug
QAB149 and Schering-Plough’s anti-
inflammation drug mometasone. In
return, Schering-Plough gets the ex-
clusive rights to develop and sell a
fixed combination of mometasone
and Novartis’s asthma and smoker’s
cough drug Foradil, which is already
approved for sale.Brazilian merger creates

a packaged-food giant
Perdigão, Sadia
will use new bulk
to expand overseas

Thales SA

Thales SA announced an ex-
pected management shakeup Tues-
day, saying that Denis Ranque is
stepping down as chairman and
chief executive and will be suc-
ceeded by the French govern-
ment’s preferred candidate, Luc
Vigneron. A number of other board
members resigned from the French
defense-electronics company and
have been replaced, the company
added. The changes reflect a move
by French aerospace company Das-
sault Aviation SA to control Tha-
les. Dassault is buying a 20.8%
stake in Thales from Franco-Ameri-
can communications-components
maker Alcatel-Lucent SA for Œ1.57
billion ($2.13 billion), which will
give it 26% of the company. Mr.
Ranque’s term of office was to ex-
pire early next year.

UniCredit SpA

UniCredit SpA became the lat-
est Italian bank to formally ask for
government aid, as the total
amount of help requested by the
country’s banks reached Œ6 billion
($8.13 billion), government offi-
cials said. The request wasn’t a sur-
prise. UniCredit had said in March
that it intended to ask the Italian
and Austrian governments to buy
as much as Œ4 billion ($5.42 bil-
lion) in bonds. UniCredit didn’t re-
ply to requests seeking comment.
Intesa Sanpaolo SpA is the only
large Italian bank that hasn’t sub-
mitted a formal request so far.
However, Italy’s largest retail
bank said in March it would ask
the government to buy as much as
Œ4 billion of the bonds, known as
Tremonti bonds. Economy Minis-
ter Giulio Tremonti said Tuesday
that four banks have applied for
government purchases of bonds
and that “the estimated total fig-
ure to help Italian banks had been
put at more than Œ10 billion.” His
remarks indicate that he expects
Intesa Sanpaolo to formally re-
quest Œ4 billion of bond pur-
chases.

CORPORATE NEWS

—Compiled from staff
and wire service reports.

Daimler AG

Auto maker to buy stake
in electric-vehicle start-up

Daimler AG said it will buy a 10%
stake in Silicon Valley electric-vehicle
start-up Tesla Motors Inc., boosting
its presence in the field of alternative
drive systems. The investment will
earnDaimleraseaton theboardofthe
venture capital-backed U.S. company.
The German auto maker would only
say it’s paying a sum in the double-
digit millions of euros. Tesla’s inves-
tors will likely welcome the deal with
Daimler, which brings a needed en-
dorsement from an established auto
maker as well as a partner offering
deep pockets, a path to market and
technicalexpertise.Aspartofthedeal,
Daimler and Tesla will collaborate
more closely on the development of
battery systems, electric drive sys-
tems and individual vehicleprojects.

ICAP PLC

U.K. interdealer broker ICAP PLC
posted a 4.2% rise in full-year net
profit Tuesday, helped by continued
volatility in its markets, and said the
outlook for its businesses remains
competitive. ICAP, the world’s larg-
est interdealer broker by revenue,
said net profit attributable to share-
holders for the year ended March 31
was £175 million ($268.5 million),
up from £168 million a year earlier.
ICAP provides voice and electronic
broking services to banks and trad-
ers, covering a variety of financial in-
struments. Revenue rose 23% to £1.6
billion. Since the company said in
March that revenue would exceed
£1.5 billion, analysts said ICAP
seemed to have boosted its market
share in its broking businesses and
had kept costs in check while invest-
ing in new businesses.

Tate & Lyle PLC

U.K. sugar and food-ingredients
producer Tate & Lyle PLC on Tues-
day named Reckitt Benckiser PLC’s
Javed Ahmed as successor to Chief
Executive Iain Ferguson. Mr. Fergu-
son, who joined Tate & Lyle as CEO
from Unilever in 2003, will stay until
Mr. Ahmed joins the company some-
time between now and Nov. 15. Mr.
Ahmed is currently executive vice
president for Reckitt’s European di-
vision. He has been a member of the
consumer-products company’s exec-
utive committee since 2003. “We
are confident that, in Javed, we have
found a worthy successor to lead
Tate & Lyle in the next phase of its de-
velopment,” said Chairman David
Lees. Mr. Ferguson’s departure had
been rumored for a number of
weeks, after a series of profit warn-
ings and disappointing results.

TUI Travel PLC

U.K.-based tour operator TUI
Travel PLC posted a wider net loss
for its fiscal first half Tuesday but
said it remains confident of meeting
its full-year targets. For the six
months ended March 31, the compa-
ny’s net loss widened to £333.5 mil-
lion ($511.7 million) from £306.8 mil-
lion a year earlier, as it booked a £30
million foreign-exchange loss. The
bottom line was also hit by the tim-
ing of Easter, which this year fell in
the company’s second half; weak
trading in Canada; and disruptions
in France and the Nordic region. Due
to seasonal distortions, travel opera-
tors usually make a loss in the first
half of the year. Revenue rose 4.5%
to £5.38 billion, as TUI raised prices
for its holidays. The company said it
will use its dominant position to re-
duce hotel rates in the next financial
year.

GLOBAL BUSINESS BRIEFS

Convenience-store deal collapses

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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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.80 $24.67 0.08 0.33%
Alcoa AA 27.90 9.68 0.19 2.00%
AmExpress AXP 19.30 24.79 –1.34 –5.13%
BankAm BAC 433.10 11.25 –0.48 –4.09%
Boeing BA 4.40 44.62 0.25 0.56%
Caterpillar CAT 9.90 37.67 –0.11 –0.29%
Chevron CVX 13.30 65.86 –0.17 –0.26%
Citigroup C 300.80 3.77 0.13 3.57%
CocaCola KO 14.80 46.64 0.57 1.24%
Disney DIS 10.70 23.82 –0.39 –1.61%
DuPont DD 5.70 28.34 0.12 0.43%
ExxonMobil XOM 19.40 70.52 0.02 0.03%
GenElec GE 87.30 13.70 0.23 1.71%
GenMotor GM 35.20 1.27 0.09 7.63%
HewlettPk HPQ 22.00 36.58 0.85 2.38%
HomeDpt HD 37.40 24.63 –1.39 –5.34%
Intel INTC 54.90 15.65 0.13 0.84%
IBM IBM 6.50 105.51 0.93 0.89%
JPMorgChas JPM 56.00 35.81 –1.45 –3.89%
JohnsJohns JNJ 12.30 55.89 –0.16 –0.29%
KftFoods KFT 6.70 25.06 0.00 0.00%
McDonalds MCD 5.80 53.87 –0.33 –0.61%
Merck MRK 14.20 25.77 0.03 0.12%
Microsoft MSFT 42.70 20.31 –0.16 –0.78%
Pfizer PFE 31.70 15.10 –0.09 –0.59%
ProctGamb PG 14.10 52.95 0.43 0.82%
3M MMM 3.70 59.00 –0.23 –0.39%
UnitedTech UTX 5.00 52.30 –0.68 –1.28%
Verizon VZ 10.00 29.65 –0.05 –0.17%
WalMart WMT 13.80 49.36 –0.56 –1.12%

Dow Jones Industrial Average P/E: 43
LAST: 8474.85 t 29.23, or 0.34%

YEAR TO DATE: t 301.54, or 3.4%

OVER 52 WEEKS t 4,353.83, or 33.9%

 Note: Price-to-earnings ratios are for trailing 12 months
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

TUI "1,655" –20 165 –136 AB SKF  175 4 2 –63

Gecina 748 –17 –3 –75 Cie de St Gobain 171 4 20 –96

Rhodia 903 –13 20 –244 Rep Portugal 61 4 9 –16

Brit Awys  688 –12 13 –26 Gov & Co Bk Irlnd 322 5 35 –128

Rallye "1,470" –11 89 –55 Rep Italy 92 6 16 –20

Glencore Intl 760 –10 –13 –324 Kabel Deutschland  439 7 30 19

Contl  862 –9 45 –271 Ladbrokes  214 7 9 –71

Societe Air France 426 –5 32 3 ArcelorMittal Fin 616 10 57 –286

Alcatel Lucent 777 –5 10 –265 ThyssenKrupp  465 11 110 32

Intl Pwr 654 –5 –32 –211 Porsche Automobil Hldg  415 65 51 –135

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

Anglo Amer U.K. General Mining $33.3 16.00 7.53% –53.7% –24.1%

ArcelorMittal Luxembourg Iron & Steel 42.3 21.47 6.45 –66.2 ...

Deutsche Bk Germany Banks 35.6 45.79 6.35 –39.2 –49.0

Siemens Germany Diversified Industrials 67.8 54.49 5.29 –27.7 –20.5

Barclays U.K. Banks 38.2 2.95 4.99 –25.4 –50.3

Vodafone Grp U.K. Mobile Telecomm $110.5 1.22 –3.96% –24.4 4.9

Total S.A. France Integrated Oil & Gas 131.9 40.87 –2.57 –28.2 –19.7

British Amer Tob U.K. Tobacco 53.0 16.88 –1.92 –12.3 28.9

Unilever Netherlands Food Products 40.1 17.20 –1.91 –16.8 –2.4

France Telecom France Fixed Line Telecomm 60.1 16.89 –1.89 –15.7 1.3

...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

UniCredit 40.4 1.88 4.50% –49.5% –62.3%
Italy (Banks)
Nokia 57.9 11.19 4.29 –40.5 –33.2
Finland (Telecommunications Equipment)
AXA S.A. 36.8 12.94 4.23 –44.4 –51.4
France (Full Line Insurance)
GDF Suez 80.5 26.98 4.17 –36.4 5.2
France (Multiutilities)
UBS 43.6 16.56 4.09 –44.1 –72.5
Switzerland (Banks)
Rio Tinto 42.7 27.45 3.55 –58.4 –4.0
U.K. (General Mining)
HSBC Hldgs 153.4 5.75 3.51 –24.7 –29.0
U.K. (Banks)
Banco Santander 81.5 7.34 3.38 –43.7 –29.9
Spain (Banks)
BHP Billiton 51.1 14.78 3.21 –26.9 41.8
U.K. (General Mining)
E.ON 67.3 24.70 3.13 –44.2 –15.6
Germany (Multiutilities)
ABB 36.7 17.61 3.04 –46.8 16.0
Switzerland (Industrial Machinery)
Soc. Generale 30.3 38.35 2.90 –43.7 –65.9
France (Banks)
ING Groep 22.8 8.07 2.80 –68.1 –74.0
Netherlands (Life Insurance)
Banco Bilbao Viz 44.3 8.68 2.72 –41.2 –45.2
Spain (Banks)
BNP Paribas S.A. 67.5 47.42 2.64 –31.0 –36.2
France (Banks)
Bayer 40.0 38.48 2.61 –29.5 11.5
Germany (Specialty Chemicals)
Daimler 34.0 25.93 2.11 –50.5 –36.3
Germany (Automobiles)
Assicurazioni Gen 30.7 16.01 2.04 –39.0 –34.1
Italy (Full Line Insurance)
Credit Suisse Grp 50.5 47.50 1.93 –14.7 –30.3
Switzerland (Banks)
Allianz SE 44.6 72.37 1.80 –43.9 –41.2
Germany (Full Line Insurance)

Iberdrola S.A. 40.9 6.02 1.52% –37.7% –2.3%
Spain (Conventional Electricity)
BASF 36.4 29.10 1.29 –37.5 –8.6
Germany (Commodity Chemicals)
Telefonica S.A. 95.4 14.89 1.02 –20.5 23.0
Spain (Fixed Line Telecommunications)
Intesa Sanpaolo 42.2 2.62 0.97 –38.1 –41.6
Italy (Banks)
L.M. Ericsson Tel B 26.8 68.90 0.88 –14.8 –40.9
Sweden (Telecommunications Equipment)
Astrazeneca 58.6 26.00 0.81 14.9 –7.9
U.K. (Pharmaceuticals)
SAP 51.5 30.89 0.60 –7.9 –26.6
Germany (Software)
Novartis 105.2 44.30 0.54 –18.7 –35.2
Switzerland (Pharmaceuticals)
Royal Dutch Shll 89.9 18.63 0.49 –31.2 –27.4
U.K. (Integrated Oil & Gas)
Diageo 37.5 8.76 0.23 –13.1 0.1
U.K. (Distillers & Vintners)
GlaxoSmithKline 93.8 10.59 0.19 –7.9 –28.7
U.K. (Pharmaceuticals)
Koninklijke Phlps 18.8 14.18 ... –43.3 –42.8
Netherlands (Consumer Electronics)
Nestle S.A. 138.8 40.34 –0.40 –20.9 10.4
Switzerland (Food Products)
Roche Hldg Part. Cert. 91.8 145.40 –0.48 –18.9 –22.0
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 79.4 44.37 –0.56 –7.0 –39.9
France (Pharmaceuticals)
ENI 91.0 16.69 –0.77 –36.2 –27.9
Italy (Integrated Oil & Gas)
BP 163.2 5.09 –0.78 –18.9 –19.8
U.K. (Integrated Oil & Gas)
Deutsche Telekom 49.7 8.38 –0.83 –23.1 –33.0
Germany (Mobile Telecommunications)
Tesco 43.3 3.56 –1.11 –15.9 11.5
U.K. (Food Retailers & Wholesalers)
BG Grp 60.5 10.90 –1.54 –17.6 62.0
U.K. (Integrated Oil & Gas)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.10% 0.10% 0.3% 2.6% -6.0%
Event Driven 0.13% 1.33% 1.7% 3.4% -27.1%
Equity Market Neutral -0.01% -1.33% -2.6% -3.6% -11.2%
Equity Long/Short -0.28% -0.07% -2.2% -1.0% -20.5%

*Estimates as of 05/18/09, 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 1.36 102.29% 0.02% 1.87 1.19 1.52

Eur. High Volatility: 11/1 2.69 104.68 0.04 3.89 2.20 3.05

Europe Crossover: 11/1 7.89 106.68 0.10 9.71 7.10 8.58

Asia ex-Japan IG: 11/1 2.31 105.35 0.04 3.84 1.97 2.99

Japan: 11/1 2.45 111.83 0.05 4.33 2.20 3.19

 Note: Data as of May 18

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

In percentage points
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BLUE CHIPS & BONDS

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

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

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

Source: Dealogic
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By Andrew Osborn

MOSCOW—President Dmitry
Medvedev has created a special com-
mission to counter what he says are
increasingly aggressive attempts to
rewrite history to Russia’s disadvan-
tage. Supporters said the commis-
sion is needed to tackle anti-Russian
propaganda in the former Soviet
Union, an area Moscow regards as
its backyard, but liberal historians
called the initiative a return to So-
viet-era controls.

In a signal that the Kremlin is con-
tinuing its assertive foreign policy
despite its weakening economy, Mr.
Medvedev, in a decree made public
Tuesday, ordered the commission to
investigate and counter falsified ver-
sions of history that damage Rus-
sia’s “international prestige.”

Mr. Medvedev empowered the
commission—comprising senior mil-
itary, government and intelligence of-
ficials—to launch inquiries, unearth
historical documents, and call gov-
ernment and expert witnesses. It will
formulate possible policy responses
for Mr. Medvedev to consider.

Liberal historians said the initia-
tive undermines Kremlin claims that
Mr. Medvedev is less hard-line than
his predecessor, Vladimir Putin.

“One year ago Mr. Medvedev said
he preferred freedom to non-free-
dom,” said Alexander Cherkasov of
human-rights group Memorial. “Ini-
tiatives of this sort have never led to
greater freedom.” Mr. Cherkasov
compared the commission to Soviet-
era bodies that had tried to establish
a monopoly on various scientific
and ideological truths.

Sergei Markov, a pro-Kremlin
lawmaker and member of the new
commission, said the new body
wouldn’t throw people in jail or
blacklist historians whose analyses
it disagrees with. Its priority, he
said, was to challenge what he said
were distorted interpretations of
the Soviet Union’s role in World War
II.

“There’s an information war go-
ing on,” he said. “This is about defin-
ing who the Russians were histori-
cally.”

First under Mr. Putin, who is now
prime minister, and now under Mr.
Medvedev, the Kremlin has sought
to boost patriotic sentiment and its

own popularity by tapping nostalgia
for Soviet wartime achievements.

But while the Kremlin encour-
ages Russians to unambiguously cel-
ebrate the Soviet Union’s role in de-
feating Nazism, politicians in sev-
eral former Soviet republics de-
nounce the Red Army as occupiers
who brought their countries de-
cades of totalitarianism.

Russia in turn has accused those
countries, including Estonia and
Latvia, of rehabilitating Nazism,

highlighting, for example, that
some Estonians and Latvians fought
alongside the Nazis.

The new commission will ensure
the Russian view prevails, said Mr.
Markov.

He said grants would be given to
pro-Russian historians in other
countries to ensure their voices
were heard. “We have to choose
which history textbooks are telling
the truth and which are lying,” he
said.

Inside Russia, the Kremlin has al-
ready mandated certain textbooks
for all Russian schoolchildren. Crit-
ics say the new books go easy on Sta-
lin and justify Mr. Putin’s political
model of “sovereign democracy.”

The ruling United Russia party
has proposed a draft law that would
mandate jail terms of three to five
years for anyone in the former So-
viet Union convicted of rehabilitat-
ing Nazism. Analysts say they ex-
pect it to become law, though it will
only be enforceable in Russia.

Earlier this month, shortly be-
fore Russia marked the Soviet de-
feat of Nazi Germany with a military
parade on Red Square, Mr.
Medvedev said attempts to falsify
history had become intolerable.

“Such attempts are becoming
more hostile, more evil, and more ag-
gressive,” he said in his online video
blog. “We must fight for the histori-
cal truth.”

Ukrainian attempts to classify a
Stalin-era famine as ethnically tar-
geted genocide have angered Rus-
sia. The Kremlin says ethnic Rus-
sians, too, died of hunger during the
same period in other parts of the
U.S.S.R., and that the Ukrainian ini-
tiative is a ploy to stir anti-Russian
sentiment.

Polish attempts to delve into a
massacre of Polish officers at the
hands of Soviet secret police during
World War II have also rankled. Rus-
sian authorities have refused to dis-
close information about the killings
from their archives or to initiate a
new investigation.

Estonia’s decision to relocate a
monument to the Red Army away
from the center of its capital,
Tallinn, is another source of ten-
sion. The Kremlin also has accused
Ukraine, Latvia and Estonia of honor-
ing those who fought alongside the
Nazis by allowing them to hold pub-
lic commemorations.

Historian and author Orlando
Figes, a professor at the University
of London, says the new commis-
sion is part of a clampdown on his-
torical scholarship.

“They’re idiots if they think they
can change the discussion of Soviet
history internationally,” he says.
“But they can make it hard for Rus-
sian historians to teach and publish.
It’s like we’re back to the old days.”

Russia sets new history policy
Commission is charged with countering damage to country’s ‘international prestige’

By Natasha Brereton

And Adam Bradbery

LONDON—Britain’s annual con-
sumer-price inflation slowed
sharply in April, while retail prices
dropped at their fastest pace since
records began in 1948, highlighting
the strong disinflationary pressures
facing the economy.

Data from the Office for National
Statistics showed consumer prices
rose 2.3%, less than 2.9% in March
and its lowest rate since January
2008.

“Import-price inflation is now
moderating as sterling stages a re-
covery from oversold levels, and we
believe there is much greater scope
for lower consumer-price-inflation
rates over coming months,” said
James Knightley, U.K. economist at
ING Bank.

Retail prices dropped a larger-
than-expected 1.2% in the year to
April—the biggest fall in 60
years—as mortgage-interest pay-
ments declined sharply in response
to the Bank of England’s cut in its
key interest rate, to 0.5% from 1.0%
in March.

The data indicate disinflationary
pressures are gaining strength and
the key price measure could slip be-
low zero in the coming months. How-
ever, the risk of entering a deflation-
ary cycle, in which consumers put
off purchases because they expect
prices to drop, further weakening

the economy, still looks remote.
Separately, Britain’s Debt Man-

agement Office, an agency of the
U.K. Treasury, said banks that make
markets in U.K. government bonds,
or gilts, have urged it to bring a
25-year or 50-year syndicated bond
deal to market in June.

U.K. inflation slows as retail prices decline

ECONOMY & POLITICS

By Nina Koeppen

And Ulrike Dauer

MANNHEIM, Germany—Eco-
nomic expectations in Germany im-
proved in May, indicating the coun-
try’s economic downturn may be
easing, a survey by the ZEW think
tank showed.

But the country’s bank regulator,
BaFin, warned that banks should
brace for hard times. BaFin’s presi-
dent, Jochen Sanio, said banks
should have enough capital to sup-
port growing loan defaults, while
still keeping healthy companies
fueled with credit.

The ZEW’s economic-expecta-
tions index rose for the seventh
straight month, to 31.1 points from
13 points in April, well above econo-
mists’ forecasts of 20. That puts the
index above the historical average
of 26.2 points.

“More and more signs indicate
that the worst seems to be over,”

said ZEW President Wolfgang
Franz. There have been “modest
signs” of a recovery, with the year-
long slump in German industry com-
ing to a halt and manufacturing or-
ders rising in March, ZEW said.

Current economic conditions in
Germany continued to deteriorate
in May, according to the ZEW survey
of 294 analysts and institutional in-
vestors. The corresponding indica-
tor, which has dropped significantly
since last autumn, declined 1.2
points to minus-92.8 points.

BaFin’s Mr. Sanio said the deep-
ening recession and subsequent
loan losses will hit credit portfolios
so banks should have the maximum
possible capital available. Speaking
at BaFin’s annual news conference,
he said banks are carrying out their
own stress tests, but there is no expe-
rience of how such a strong eco-
nomic decline will affect banks. “No
one knows how this recession will
develop,” he said.

He added that it is highly un-
likely that the German economy will
see a fast, steep recovery.

Mr. Sanio said it was a “concrete
threat” that international ratings
agencies could downgrade even
high-quality securities with triple-A
ratings. Because of the higher capi-
tal required for lower-rated securi-
ties, such downgrades could eat up
equity capital and “put substantial
limits” on bank lending to German
businesses, Mr. Sanio said.

He said there wasn’t a general
credit crunch in Germany, but that
bank lending to large German com-
panies had tightened, which he at-
tributed to less lending from foreign
banks in the German market.

Russian President Dmitry Medvedev, left, with Prime Minister Vladimir Putin, has
said attempts to falsify Russian history had become intolerable.

By Elizabeth Adams

Norway’s nonoil economy sank
into recession, reflecting sharply
lower manufacturing output, Statis-
tics Norway said.

Gross domestic product fell 1% in
the first quarter compared with a
downwardly revised contraction of
0.8% in the fourth quarter of 2008.

Total GDP, which includes oil and gas
and ocean shipping, contracted 0.4%
in the first quarter, swinging from
growth of 0.8% in the fourth period.

Norway has fared better than
many other economies in the down-
turn, but activity has fallen, busi-
ness failures have risen and jobless-
ness is increasing in this wealthy na-
tion.

Statistics Norway said that activ-
ity was lower across the board in the
manufacturing sector, but produc-
tion of basic metals and wood prod-
ucts “made a particularly strong con-
tribution to the decrease.”

Interest rates in Norway are cur-
rently at 1.5%, but the central bank
has indicated they could be cut to as
low as 1% over the course of the year.

Falling manufacturing leaves Norway in recession

Strong gain
German economic sentiment 
improved sharply in May

Source: Centre for European Economic Research
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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.

3.34% 11 World -a % % 181.74 1.53%–38.3% 4.98% 11 U.S. Select Dividend -b % % 509.29 –0.48% –36.0%

2.38% 12 Global Dow 1119.10 0.35% –32.3% 1619.15 1.32% –41.0% 4.78% 14 Infrastructure 1219.40 0.20% –27.4% 1583.72 1.17% –36.7%

3.58% 20 Stoxx 600 210.80 1.42% –35.3% 214.27 2.32% –43.7% 2.30% 7 Luxury 708.70 1.42% –27.7% 818.52 2.41% –37.0%

3.74% 16 Stoxx Large 200 226.20 1.29% –35.4% 228.66 2.19% –43.8% 9.25% 3 BRIC 50 352.60 0.09% –31.5% 457.89 1.07% –40.4%

2.76% -24 Stoxx Mid 200 193.40 2.02% –34.7% 195.52 2.93% –43.1% 4.87% 12 Africa 50 669.10 1.33% –40.1% 578.58 2.31% –47.8%

2.97% 21 Stoxx Small 200 121.60 2.18% –34.7% 122.85 3.09% –43.1% 4.15% 6 GCC % % 1280.31 1.07% –56.3%

3.56% 16 Euro Stoxx 228.60 1.57% –38.0% 232.41 2.47% –46.0% 5.24% 10 Sustainability 691.70 0.56% –31.6% 792.88 1.19% –40.7%

3.68% 13 Euro Stoxx Large 200 243.40 1.46% –38.2% 245.89 2.36% –46.2% 2.73% 11 Islamic Market -a % % 1584.95 1.38% –35.1%

2.96% -17 Euro Stoxx Mid 200 215.40 1.99% –37.0% 217.49 2.90% –45.2% 3.05% 11 Islamic Market 100 1486.60 –0.36% –22.2% 1727.18 0.26% –32.4%

3.04% 14 Euro Stoxx Small 200 131.30 2.27% –37.0% 132.50 3.18% –45.1% 3.05% 11 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1195.40 1.79% –48.3% 1392.43 2.69% –55.0% 2.32% 11 DJ U.S. TSM % % 9257.54 –0.40% –35.3%

5.34% 9 Euro Stoxx Select Div 30 1364.00 2.08% –51.4% 1595.00 2.99% –57.7% % DJ-UBS Commodity 121.40 –0.78% –36.5% 119.96 0.09% –44.7%

*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 1.2911 2.0019 1.1601 0.1681 0.0405 0.2003 0.0134 0.3136 1.7576 0.2360 1.1156 ...

 Canada 1.1573 1.7944 1.0399 0.1506 0.0363 0.1796 0.0120 0.2811 1.5754 0.2116 ... 0.8963

 Denmark 5.4701 8.4817 4.9152 0.7120 0.1717 0.8488 0.0569 1.3288 7.4467 ... 4.7268 4.2369

 Euro 0.7346 1.1390 0.6600 0.0956 0.0231 0.1140 0.0076 0.1784 ... 0.1343 0.6348 0.5690

 Israel 4.1166 6.3829 3.6989 0.5358 0.1292 0.6388 0.0428 ... 5.6041 0.7526 3.5572 3.1885

 Japan 96.1850 149.1397 86.4274 12.5200 3.0199 14.9251 ... 23.3654 130.9415 17.5838 83.1151 74.5001

 Norway 6.4445 9.9925 5.7907 0.8389 0.2023 ... 0.0670 1.5655 8.7732 1.1781 5.5688 4.9916

 Russia 31.8500 49.3850 28.6189 4.1458 ... 4.9422 0.3311 7.7371 43.3590 5.8226 27.5221 24.6694

 Sweden 7.6825 11.9121 6.9031 ... 0.2412 1.1921 0.0799 1.8662 10.4586 1.4045 6.6386 5.9505

 Switzerland 1.1129 1.7256 ... 0.1449 0.0349 0.1727 0.0116 0.2703 1.5150 0.2035 0.9617 0.8620

 U.K. 0.6449 ... 0.5795 0.0839 0.0202 0.1001 0.0067 0.1567 0.8780 0.1179 0.5573 0.4995

 U.S. ... 1.5506 0.8986 0.1302 0.0314 0.1552 0.0104 0.2429 1.3614 0.1828 0.8641 0.7745

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 425.75 4.25 1.01% 826.00 314.00
Soybeans (cents/bu.) CBOT 1162.00 15.50 1.35 1,650.00 779.00
Wheat (cents/bu.) CBOT 588.75 –1.75 –0.30% 1,144.75 447.00
Live cattle (cents/lb.) CME 82.625 –0.500 –0.60 117.500 78.075
Cocoa ($/ton) ICE-US 2,313 16 0.70 3,220 1,932
Coffee (cents/lb.) ICE-US 132.30 2.90 2.24 181.60 106.60
Sugar (cents/lb.) ICE-US 15.63 0.02 0.13 16.03 9.97
Cotton (cents/lb.) ICE-US 56.22 –1.33 –2.31 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,630.00 60 2.33 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,578 –3 –0.19 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,536 7 0.46 2,314 1,434

Copper (cents/lb.) COMEX 206.95 –0.25 –0.12 372.00 129.95
Gold ($/troy oz.) COMEX 926.70 5.00 0.54 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1412.50 29.50 2.13 2,170.00 690.00
Aluminum ($/ton) LME 1,526.00 17.00 1.13 3,340.00 1,288.00
Tin ($/ton) LME 13,850.00 400.00 2.97 24,400.00 9,750.00
Copper ($/ton) LME 4,631.00 216.00 4.89 8,811.00 2,815.00
Lead ($/ton) LME 1,539.00 74.00 5.05 2,225.00 870.00
Zinc ($/ton) LME 1,550.00 40.50 2.68 2,245.50 1,065.00
Nickel ($/ton) LME 12,750 600 4.94 25,950 9,000

Crude oil ($/bbl.) NYMEX 60.10 0.51 0.86 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5117 0.0075 0.50 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.7755 0.0374 2.15 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 4.030 –0.235 –5.51 11.981 3.395
Brent crude ($/bbl.) ICE-EU 58.92 0.45 0.77 143.31 42.62
Gas oil ($/ton) ICE-EU 469.75 3.50 0.75 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 19
Per In

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

Argentina peso-a 5.0727 0.1971 3.7263 0.2684

Brazil real 2.7970 0.3575 2.0546 0.4867
Canada dollar 1.5754 0.6348 1.1573 0.8641

1-mo. forward 1.5752 0.6348 1.1571 0.8642
3-mos. forward 1.5746 0.6351 1.1567 0.8646
6-mos. forward 1.5737 0.6354 1.1560 0.8651

Chile peso 762.56 0.001311 560.15 0.001785
Colombia peso 3023.15 0.0003308 2220.70 0.0004503
Ecuador US dollar-f 1.3614 0.7346 1 1
Mexico peso-a 17.6553 0.0566 12.9690 0.0771
Peru sol 4.0888 0.2446 3.0035 0.3329
Uruguay peso-e 32.264 0.0310 23.700 0.0422
U.S. dollar 1.3614 0.7346 1 1
Venezuela bolivar 2.92 0.342088 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7576 0.5690 1.2911 0.7746
China yuan 9.2906 0.1076 6.8246 0.1465
Hong Kong dollar 10.5525 0.0948 7.7515 0.1290
India rupee 64.9092 0.0154 47.6800 0.0210
Indonesia rupiah 14049 0.0000712 10320 0.0000969
Japan yen 130.94 0.007637 96.19 0.010397

1-mo. forward 130.90 0.007639 96.16 0.010400
3-mos. forward 130.82 0.007644 96.10 0.010406
6-mos. forward 130.69 0.007652 96.00 0.010417

Malaysia ringgit-c 4.8062 0.2081 3.5305 0.2832
New Zealand dollar 2.2558 0.4433 1.6570 0.6035
Pakistan rupee 109.929 0.0091 80.750 0.0124
Philippines peso 64.215 0.0156 47.170 0.0212
Singapore dollar 1.9893 0.5027 1.4613 0.6843
South Korea won 1695.56 0.0005898 1245.50 0.0008029
Taiwan dollar 44.739 0.02235 32.864 0.03043
Thailand baht 46.851 0.02134 34.415 0.02906

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

Euro zone euro 1 1 0.7346 1.3614
1-mo. forward 1.0003 0.9997 0.7348 1.3609
3-mos. forward 1.0008 0.9992 0.7351 1.3603
6-mos. forward 1.0014 0.9986 0.7356 1.3594

Czech Rep. koruna-b 26.683 0.0375 19.601 0.0510
Denmark krone 7.4467 0.1343 5.4701 0.1828
Hungary forint 277.66 0.003602 203.96 0.004903
Norway krone 8.7732 0.1140 6.4445 0.1552
Poland zloty 4.3737 0.2286 3.2128 0.3113
Russia ruble-d 43.359 0.02306 31.850 0.03140
Sweden krona 10.4586 0.0956 7.6825 0.1302
Switzerland franc 1.5150 0.6600 1.1129 0.8986

1-mo. forward 1.5146 0.6603 1.1125 0.8988
3-mos. forward 1.5134 0.6607 1.1117 0.8995
6-mos. forward 1.5116 0.6616 1.1104 0.9006

Turkey lira 2.0936 0.4776 1.5379 0.6502
U.K. pound 0.8780 1.1390 0.6449 1.5506

1-mo. forward 0.8781 1.1388 0.6450 1.5503
3-mos. forward 0.8783 1.1385 0.6452 1.5499
6-mos. forward 0.8786 1.1382 0.6454 1.5495

MIDDLE EAST/AFRICA
Bahrain dinar 0.5132 1.9486 0.3770 2.6527
Egypt pound-a 7.6481 0.1308 5.6180 0.1780
Israel shekel 5.6041 0.1784 4.1166 0.2429
Jordan dinar 0.9645 1.0368 0.7085 1.4114
Kuwait dinar 0.3944 2.5356 0.2897 3.4518
Lebanon pound 2052.24 0.0004873 1507.50 0.0006634
Saudi Arabia riyal 5.1052 0.1959 3.7501 0.2667
South Africa rand 11.5067 0.0869 8.4525 0.1183
United Arab dirham 5.0002 0.2000 3.6730 0.2723

SDR -f 0.8945 1.1180 0.6570 1.5220

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 600 210.78 2.95 1.42% 7.0% –35.3%

 13 DJ Stoxx 50 2132.80 25.45 1.21 3.3% –34.2%

 16 Euro Zone DJ Euro Stoxx 228.62 3.54 1.57 2.6% –38.0%

 14 DJ Euro Stoxx 50 2459.59 36.85 1.52 0.3% –35.7%

 8 Austria ATX 2044.76 50.73 2.54 16.8% –53.6%

 13 Belgium Bel-20 2078.75 29.08 1.42 8.9% –45.3%

 8 Czech Republic PX 915.0 15.5 1.72 6.6% –46.3%

 15 Denmark OMX Copenhagen 283.79 4.01 1.43 25.5% –34.3%

 12 Finland OMX Helsinki 5884.35 136.31 2.37 8.9% –40.3%

 11 France CAC-40 3274.96 29.57 0.91 1.8% –35.2%

 19 Germany DAX 4959.62 107.66 2.22 3.1% –30.3%

 … Hungary BUX 14983.06 66.56 0.45 22.4% –34.0%

 5 Ireland ISEQ 2746.19 102.33 3.87 17.2% –56.6%

 9 Italy S&P/MIB 20172 219 1.10 3.7% –39.1%

 9 Netherlands AEX 262.23 3.06 1.18 6.6% –46.2%

 9 Norway All-Shares 335.59 4.53 1.37 24.2% –42.5%

 17 Poland WIG 30312.26 418.95 1.40 11.3% –35.5%

 12 Portugal PSI 20 7253.48 139.29 1.96 14.4% –33.5%

 … Russia RTSI 968.88 29.23 3.11% 53.3% –60.5%

 8 Spain IBEX 35 9341.6 182.3 1.99 1.6% –33.2%

 15 Sweden OMX Stockholm 247.20 3.34 1.37 21.0% –24.5%

 10 Switzerland SMI 5498.80 63.68 1.17 –0.6% –27.9%

 … Turkey ISE National 100 33666.08 Closed 25.3% –18.5%

 10 U.K. FTSE 100 4482.25 35.80 0.81 1.1% –27.6%

 11 ASIA-PACIFIC DJ Asia-Pacific 101.55 2.50 2.52 8.5% –35.4%

 … Australia SPX/ASX 200 3817.3 81.7 2.19 2.6% –35.4%

 … China CBN 600 23103.25 209.18 0.91 56.5% –21.0%

 15 Hong Kong Hang Seng 17544.03 521.12 3.06 21.9% –30.3%

 17 India Sensex 14302.03 17.82 0.12 48.2% –17.0%

 … Japan Nikkei Stock Average 9290.29 251.60 2.78 4.9% –34.4%

 … Singapore Straits Times 2260.36 83.38 3.83 28.3% –29.4%

 11 South Korea Kospi 1428.21 41.53 2.99 27.0% –23.8%

 13 AMERICAS DJ Americas 237.24 1.49 0.63 4.9% –36.2%

 … Brazil Bovespa 51933.44 470.42 0.91 38.3% –28.7%

 16 Mexico IPC 24506.04 570.55 2.38 9.5% –22.1%

*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 19, 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* 237.44 1.82% 4.3% –38.1%

3.40% 14 World (Developed Markets) 936.28 1.68% 1.7% –38.0%

3.10% 14 World ex-EMU 110.23 1.72% 2.4% –36.0%

3.20% 15 World ex-UK 935.10 1.57% 1.2% –37.3%

4.20% 12 EAFE 1,250.68 0.37% 1.1% –41.5%

3.40% 10 Emerging Markets (EM) 728.49 2.91% 28.5% –38.9%

4.70% 10 EUROPE 72.57 2.47% 4.5% –35.7%

5.10% 10 EMU 139.34 1.44% –1.9% –46.9%

4.50% 12 Europe ex-UK 79.22 2.03% 2.1% –36.1%

5.80% 9 Europe Value 81.44 3.03% 5.0% –38.8%

3.70% 11 Europe Growth 62.85 1.93% 4.0% –32.7%

4.00% 10 Europe Small Cap 124.43 1.90% 23.3% –35.6%

3.60% 5 EM Europe 209.54 2.35% 31.9% –48.1%

5.30% 8 UK 1,319.30 2.29% 0.3% –27.1%

3.40% 10 Nordic Countries 115.42 2.32% 17.7% –37.2%

2.70% 4 Russia 573.81 1.65% 39.2% –57.6%

4.40% 9 South Africa 597.30 0.10% 3.2% –20.0%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 304.18 2.08% 23.0% –38.1%

2.20% 25 Japan 533.25 –2.67% 0.6% –38.1%

2.70% 11 China 50.10 1.46% 22.8% –33.3%

1.50% 14 India 562.80 17.85% 52.4% –21.0%

1.70% 14 Korea 376.25 –0.23% 22.6% –26.2%

5.90% 13 Taiwan 241.32 1.55% 39.2% –29.8%

2.60% 19 US BROAD MARKET 999.27 3.21% 1.7% –33.7%

1.80% -56 US Small Cap 1,291.93 4.20% 3.6% –31.7%

3.80% 12 EM LATIN AMERICA 2,842.68 4.02% 36.8% –39.8%

*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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A longstanding split between
Asian and Western leaders over how
to handle Myanmar’s military gov-
ernment appears likely to widen as
the trial of dissident Aung San Suu
Kyi continues.

The chairman of the 10-member
Association of Southeast Asian Na-
tions, which includes Myanmar, is-
sued a statement Tuesday express-
ing “grave concern” over Ms. Suu
Kyi’s arrest and “reminded” the
junta of past calls for her immediate
release, but didn’t call for any puni-
tive actions. The bloc hasn’t pressed
for sanctions and was mostly quiet
in the days leading up to the trial.

In contrast, U.S. and European of-
ficials immediately blasted the My-
anmar government when news of
the arrest first surfaced last week.
The Obama administration in recent
days extended sanctions, which
have included prohibitions against
U.S. investment, against the country
for another year. European leaders
said at a meeting in Brussels Mon-
day they may consider further sanc-
tions if Ms. Suu Kyi isn’t freed.

Ms. Suu Kyi, who won a Nobel
Prize in 1991 for organizing peaceful
resistance to Myanmar’s secretive
military regime, is being tried in a
Yangon prison on charges she vio-
lated terms of her house arrest by al-
lowing an American visitor to enter

her home this month without state
approval. It’s still unclear why the
man, a 53-year-old Southeast Asia
buff, swam across a lake to sneak
into her heavily guarded residence,
but Ms. Suu Kyi’s lawyers have said
she didn’t invite him and let him stay
only when he refused to leave. A con-
viction could result in a five-
year prison sentence; Ms.
Suu Kyi has been held with-
out trial under house arrest
for 13 of the past 19 years, in-
cluding the past six years.

On Tuesday, the govern-
ment brought five prosecu-
tion witnesses, including
two police officers, to the
stand, according to the As-
sociated Press, which cited
a lawyer of Ms. Suu Kyi.

The lawyer, Nyan Win,
said he thought the trial
could be over by next week,
though others have said it could take
muchlonger.Ms.SuuKyi’stwocaretak-
ers, who live with her, and the Ameri-
can, John Yettaw of Missouri, were
also on trial. Other details on the pro-
ceedings were scant, because the mili-
tary regime has refused to open the
trial to the media or other outsiders.

Riot police continued to patrol
the area surrounding Insein prison,
where Ms. Suu Kyi is being tried, and
residents have reported heavily
armed riot police have been de-

ployed across the city.
Pressure is building on neighbor-

ing governments to condemn the re-
gime, which had already been ac-
cused of a wide range of human-rights
abuses. Asian governments have long
argued that it’s better to keep doing
business with Myanmar, which has

sizable reserves of natural
gas and other resources, in-
stead of isolating it.

Thailand, which shares
a long border with Myan-
mar and relies on the coun-
try for natural gas, has
said it doesn’t intend to
pursue sanctions.

China, which itself has
extensive business links
with Myanmar, said the
country’s problems were
best resolved internally—a
standard policy Beijing
cites in response to interna-

tional criticism of its own affairs. “I’d
like to point out, the affairs of Myan-
mar should be decided by the people
of Myanmar. As a neighbor of Myan-
mar, we hope that the relevant sides
in Myanmar will use dialogue to
achieve reconciliation, stability and
development,” said spokesman Ma
Zhaoxu.

Myanmar dissidents have long
criticized Asian leaders for failing
to take a harder line. They were espe-
cially critical in 2007 when Myan-

mar’s military cracked down on pro-
democracy protests led by Buddhist
monks, killing more than 30 people.
Asean foreign ministers expressed
“revulsion” in a statement, but
didn’t take strong further actions.

Asian leaders “don’t want to criti-
cize the regime too strongly” so
long as they have important politi-
cal and trade ties with China, says
Nyo Ohn Myint, a Thailand-based se-
nior member of the National League
for Democracy, Ms. Suu Kyi’s politi-
cal organization.

Asia’s softball approach has
yielded benefits, especially in the af-
termath of Cyclone Nargis, which
killed more than 135,000 people
when it swept across southern Myan-
mar last year. At first Myanmar’s gov-
ernment refused to admit foreign aid
workers, who it said were spreading
misinformation about the regime
and politicizing the disaster.

But Asean leaders were able to
help broker a deal in conjunction
with the United Nations through
which the regime agreed to let more
aid pass through.

Myanmar experts say they be-
lieve the military leaders are more
comfortable working with Asean
than the West because Asian lead-
ers haven’t been as quick to con-
demn the regime.

Asean, along with others,
“played a key function in offering

the government a face-saving” way
of admitting more aid, says Thant
Myint-U, a Myanmar expert who has
written a book on the country’s his-
tory. He argues that Western govern-
ments should consider more engage-
ment with Myanmar, including look-
ing for ways to improve economic
conditions there. Falling back on
sanctions only won’t work, he says,
because “the past 20 years have
shown the government is immune
to those pressures.”

Secretary of State Hillary Clinton
conceded in February that U.S. sanc-
tions haven’t had their desired ef-
fect, and the Obama administration
has indicated it may be willing to
soften its position amid a longer-
term review of U.S. policies toward
Myanmar. But analysts now believe
that is becoming less likely as criti-
cism of the military regime intensi-
fies and pressure for a hard line in-
creases.

Whatever happens, Myanmar
dissidents say they think it is un-
likely Ms. Suu Kyi will be set free in
time for a planned national election
next year. Ms. Suu Kyi’s party won
the last election in 1990, but the gov-
ernment ignored the results. Her
lawyers believe she was eligible for
release at the end of this month but
the new case appears to have made
that impossible, exiles and analysts
say.

Asian nations stay muted on Myanmar as West seethes

Aung San
Suu Kyi

Taliban’s terrorism inhibits life in Pakistan city
Campaign of attacks
pressures Peshawar
to heed strict code
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Pakistani security personnel inspect the site of a car bomb attack in a Peshawar market on Saturday.

ECONOMY & POLITICS

By Yaroslav Trofimov

PESHAWAR, Pakistan—A few
days ago, Peshawar police advised
Manzur Khan to shut down his video
store. The reason: information that
the Taliban, who consider movies un-
Islamic, were planning to blow it up.

Mr. Khan is complying, liquidat-
ing his stock of Bollywood dramas
and pirated American blockbusters.
“Customers are not coming any-
more because of the fear,” he says.
“Our business has totally collapsed.”

The fear is well justified. A few
hundred meters from Mr. Khan’s
store, a car bomb that targeted an In-
ternet café—which offered another
activity prohibited by the Taliban—
killed 13 people on Saturday. Other
recent explosions ripped through
women’s clothing stalls, Sufi reli-
gious shrines and girls’ schools as Is-
lamist insurgents tightened their
noose over this strategic city of
three million people.

“The Taliban often come into the
city from surrounding areas to ter-
rorize, to spread panic and fear,” Pe-
shawar Mayor Mohammed Umar
Khan says in an interview. “We in Pe-
shawar are paying the price, losing
our people, our economy and our
businesses.”

The Taliban are unlikely to seize
Peshawar, the capital of the nation’s
troubled North West Frontier prov-
ince and headquarters of the Fron-
tier Corps, which is now engaged in
an offensive to drive the Islamist mil-
itants from the nearby Swat Valley.

But, through a campaign of bomb-
ings, kidnappings and murders, the
militants are increasingly imposing
on Peshawar the rigid religious re-
strictions that are already enforced
in Swat, Waziristan, and other north-

western areas that have succumbed
to Taliban control.

Such “Talibanization” is a grim
setback for a storied city that
braced itself for revival when a secu-
lar Pashtun nationalist movement,
the Awami National Party, won pro-
vincial elections last year, ousting a
coalition of religious parties. At the
time, the ANP promised to reverse
many Islamist-imposed restric-
tions, such as a ban on Pashtun tradi-
tional music performances in Pesha-
war’s main concert venue, Nishtar
Hall.

Instead, the ban stayed in place,
in a city that’s becoming increas-
ingly more conservative because of
the Taliban threat—and that many
secular residents abandon for Is-
lamabad or Karachi. Mr. Umar
Khan, the mayor, says the new ad-
ministration held award ceremo-
nies for Pashtun musicians in Nish-
tar Hall, but couldn’t risk letting
award winners showcase their tal-
ents. “The situation has turned un-
favorable. We fear that, if we allow

the music, the show will be
bombed,” he says.

In addition to businesses they
deem un-Islamic, the Taliban also
frequently strike Peshawar ware-
houses and convoys that supply
American and allied forces in neigh-
boring Afghanistan—choking the co-
alition’s main supply route. Even
doctors at Peshawar’s main hospital
have been ordered by the Taliban to
stop wearing Western clothes, and
to adopt the loose-fitting national
dress known as shalwar kameez.

With Taliban spies roaming the
streets, the fear is palpable in Pesha-
war’s bazaars, where many are reluc-
tant to be seen talking to a for-
eigner, and glance around with visi-
ble discomfort during a conversa-
tion.

“Everyone’s scared here,” says
Qassem Ali, the owner of a shop that
sells colorful, silver-laced women’s
garments in Peshawar’s Ladies Mar-
ket, where another bomb went off
Saturday. “The Taliban want every
woman to be burka-clad. Women

fear that anyone who comes here
will be targeted, and are staying at
home. We sit idle from morning till
evening.”

Nobody took responsibility for
the latest attacks, but Mr. Umar
Khan, the mayor, pointed the finger
at Mangal Bagh Afridi, a former bus
driver who has become an Islamist
warlord in the Khyber tribal agency
adjoining Peshawar. The militant be-
longs to a loosely coordinated net-
work of Taliban groups that in-
cludes militants led by fiery radio
preacher Maulana Fazlullah, who’s
currently fighting the Pakistani
army in the Swat Valley, and the
Waziristan militias commanded by
Baitullah Mehsud, whom the Paki-
stani government blamed for assas-
sinating former prime minister
Benazir Bhutto in 2007. Omar Mul-
lah’s original Taliban militia that
once ruled Afghanistan is believed
to be based in Baluchistan province,
which neighbors North West Fron-
tier province.

Spreading outside the lawless

tribal areas along the Afghan-Paki-
stani frontier, Taliban groups have
already shut down video stores and
Internet cafés in much of the North
West Frontier province. In the Swat
Valley, in particular, they focused on
eradicating girls’ education, blow-
ing up some 200 schools and brand-
ing female teachers “prostitutes.”
The school-bombing drive is now
reaching Peshawar, where a girls’
school was blown up last week, the
ninth such attack in about a year.

“They don’t want Pashtun chil-
dren to be educated—this way they
can rule them with their guns,” says
Sardar Hussain Babak, the provin-
cial minister of education.

The Taliban’s uncompromising
brand of Islamic fundamentalism
seeks to eradicate not just secular
schools, but also the Sufi Islamic tra-
dition that’s widespread across Paki-
stan. One of Peshawar’s most vener-
ated Sufi shrines is the tomb of Reh-
man Baba, a 17th-century poet
whose importance to the Pashtun lit-
erary tradition is comparable to
Shakespeare’s in English. The tomb,
which used to be enveloped by a
large marble mausoleum, attracts
hundreds of thousands of pilgrims.

In March, says Ehsan-ud-Din,
who leads Rehman Baba devotees,
the Taliban contacted the shrine’s
keepers by phone, instructing them
to prohibit women from participat-
ing in the worship ceremonies. The
shrine keepers refused. A few days
later, a giant night-time explosion
tore through the mausoleum. No
one was killed, Mr. Ehsan-ud-Din
says, but the devotees “wept as if at-
tending a hundred funerals,” mourn-
ing the shrine’s destruction.

Since then, Mr. Ehsan-ud-Din
said, as he shared lunch with con-
struction workers rebuilding the
mausoleum, the Taliban—who blew
up another, less prominent, Sufi
shrine in Peshawar this month—
haven’t stopped their pressure.
“They come here almost every day,”
he said, “to tell us how to pray.”
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MP-TURKEY.SI OT OT SVN 05/18 EUR 24.67 26.3 –34.9 –28.1

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

Eastern European Bond Fund OT OT LVA 05/18 USD 11.04 26.6 –21.9 –9.1
Parex Caspian Sea Eq EU EQ LVA 05/18 EUR 2.86 36.2 –68.9 –46.5
Parex Eastern Europ Bd EU BD LVA 05/18 USD 11.04 26.6 –21.9 –9.1
Parex Russian Eq EE EQ LVA 05/18 USD 13.77 59.0 –57.4 –25.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 05/19 USD 135.12 21.9 –39.0 –15.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/19 USD 129.27 21.4 –39.5 –16.5
PF (LUX)-Biotech-Pca OT EQ LUX 05/18 USD 250.51 –12.1 –23.9 –9.7
PF (LUX)-CHF Liq-Pca CH MM LUX 05/18 CHF 124.08 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/18 CHF 93.65 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/18 USD 90.78 11.6 –27.1 –13.5
PF (LUX)-East Eu-Pca EU EQ LUX 05/18 EUR 204.26 53.0 –55.2 –31.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/19 USD 119.98 28.8 –46.6 –18.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/19 USD 386.91 27.2 –46.9 –19.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/18 EUR 82.22 7.5 –34.5 –24.8
PF (LUX)-EUR Bds-Pca EU BD LUX 05/18 EUR 372.73 –0.2 3.5 1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/18 EUR 283.64 –0.2 3.5 1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/18 EUR 131.84 5.6 0.4 –0.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/18 EUR 92.69 5.6 0.4 –0.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/18 EUR 109.71 21.7 –22.3 –15.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/18 EUR 63.60 21.7 –22.3 –15.4
PF (LUX)-EUR Liq-Pca EU MM LUX 05/18 EUR 135.52 0.7 2.9 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/18 EUR 97.67 0.7 2.9 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/18 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/18 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/18 EUR 335.48 9.7 –38.2 –28.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/18 EUR 108.19 7.0 –35.0 –27.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/18 USD 210.23 11.0 3.2 3.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/18 USD 143.02 11.0 3.2 3.0
PF (LUX)-Gr China-Pca AS EQ LUX 05/19 USD 273.43 28.5 –32.3 –6.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/19 USD 276.55 44.3 –29.8 –11.2
PF (LUX)-Jap Index-Pca JP EQ LUX 05/19 JPY 8491.69 4.2 –37.4 –27.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/19 JPY 7423.41 1.7 –42.1 –31.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/19 JPY 7228.63 1.4 –42.5 –32.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/19 JPY 4087.20 4.1 –38.5 –28.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/19 USD 192.02 21.3 –39.0 –17.3
PF (LUX)-Piclife-Pca CH BA LUX 05/18 CHF 720.84 4.5 –11.4 –9.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/18 EUR 49.24 11.6 –28.5 –24.4
PF (LUX)-Rus Eq-Pca OT OT LUX 05/18 USD 38.70 69.4 –63.8 NS
PF (LUX)-Security-Pca GL EQ LUX 05/18 USD 79.99 12.0 –21.4 –15.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/18 EUR 367.78 12.7 –36.3 –28.5
PF (LUX)-US Eq-Ica US EQ LUX 05/18 USD 84.20 3.1 –33.8 –18.8
PF (LUX)-USA Index-Pca US EQ LUX 05/18 USD 73.46 1.3 –35.1 –21.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/18 USD 511.28 –3.6 6.5 6.9
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/18 USD 375.17 –3.6 6.5 7.0
PF (LUX)-USD Liq-Pca US MM LUX 05/18 USD 130.71 0.4 1.7 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/18 USD 85.35 0.4 1.7 2.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/18 USD 101.51 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/18 USD 100.80 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/18 EUR 105.89 2.8 –25.3 –18.8
PF (LUX)-WldGovBds-Pca GL BD LUX 05/19 USD 157.23 –4.6 1.8 7.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/19 USD 130.14 –4.6 1.8 7.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/18 USD 41.86 0.8 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 05/18 USD 9.73 24.1 –28.4 –17.7
Japan Fund USD JP EQ IRL 05/19 USD 14.53 –1.1 –15.5 –9.1
Polar Healthcare Class I USD OT OT IRL 05/18 USD 10.30 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/18 USD 10.32 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 03/31 USD 127.32 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 03/31 USD 6.99 3.6 –55.3 –27.8
Europn Conviction USD B EU EQ CYM 03/31 USD 126.59 0.2 17.5 10.0

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

Latin America USD A GL EQ CYM 03/31 USD 13.88 2.2 –4.7 14.7

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

UK Fund USD A OT OT CYM 03/31 USD 168.42 1.5 0.7 2.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 05/13 USD 83.19 44.2 –30.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/18 EUR 569.73 1.1 –36.3 NS

Core Eurozone Eq B EU EQ IRL 05/18 EUR 670.11 1.9 –35.9 NS

Euro Fixed Income A EU BD IRL 05/18 EUR 1134.21 0.2 –7.7 –5.4

Euro Fixed Income B EU BD IRL 05/18 EUR 1206.36 0.4 –7.2 –4.8

Euro Small Cap A EU EQ IRL 05/18 EUR 965.01 13.8 –39.7 –33.7

Euro Small Cap B EU EQ IRL 05/18 EUR 1029.86 14.1 –39.4 –33.3

Eurozone Agg Eq A EU EQ IRL 05/18 EUR 526.74 6.0 –37.9 –29.0

Eurozone Agg Eq B EU EQ IRL 05/18 EUR 754.18 6.2 –37.5 –28.6

Glbl Bd (EuroHdg) A GL BD IRL 05/18 EUR 1234.44 3.1 –4.2 –2.0

Glbl Bd (EuroHdg) B GL BD IRL 05/18 EUR 1305.41 3.3 –3.5 –1.3

Glbl Bd A EU BD IRL 05/18 EUR 1028.19 4.9 5.0 –0.6

Glbl Bd B EU BD IRL 05/18 EUR 1090.50 5.1 5.6 0.0

Glbl Real Estate A OT EQ IRL 05/18 USD 635.53 –4.7 –51.5 –33.6

Glbl Real Estate B OT EQ IRL 05/18 USD 652.75 –4.4 –51.2 –33.2

Glbl Real Estate EH-A OT EQ IRL 05/18 EUR 593.67 –5.4 –49.6 –34.4

Glbl Real Estate SH-B OT EQ IRL 05/18 GBP 55.60 –6.2 –50.0 –33.9

Glbl Strategic Yield A EU BD IRL 05/18 EUR 1291.04 14.2 –14.5 –8.0

Glbl Strategic Yield B EU BD IRL 05/18 EUR 1376.31 14.5 –14.0 –7.5

Japan Equity A JP EQ IRL 05/18 JPY 10801.00 4.5 –37.9 –28.8

Japan Equity B JP EQ IRL 05/18 JPY 11470.00 4.7 –37.5 –28.3

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/18 USD 1592.16 23.8 –37.0 –17.1

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/18 USD 1692.84 24.1 –36.6 –16.6

Pan European Eq A EU EQ IRL 05/18 EUR 773.77 7.7 –36.9 –27.7

Pan European Eq B EU EQ IRL 05/18 EUR 821.78 7.9 –36.5 –27.3

US Equity A US EQ IRL 05/18 USD 704.21 5.2 –37.5 –21.5

US Equity B US EQ IRL 05/18 USD 751.22 5.5 –37.1 –21.0

US Small Cap A US EQ IRL 05/18 USD 1032.44 2.7 –37.1 –23.8

US Small Cap B US EQ IRL 05/18 USD 1101.99 2.9 –36.8 –23.4

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/19 SEK 63.93 6.2 –40.0 –29.4

Choice Japan Fd JP EQ LUX 05/19 JPY 46.32 3.0 –37.2 –29.6

Choice Jpn Chance/Risk JP EQ LUX 05/19 JPY 46.47 3.8 –43.9 –31.0

Choice NthAmChance/Risk US EQ LUX 05/19 USD 3.17 13.3 –40.3 –21.6

Europe 2 Fd EU EQ LUX 05/19 EUR 0.77 10.5 –41.1 –30.6

Europe 3 Fd EU EQ LUX 05/19 EUR 3.32 8.6 –42.1 –31.3

Global Chance/Risk Fd GL EQ LUX 05/19 EUR 0.50 7.1 –32.6 –24.8

Global Fd GL EQ LUX 05/19 USD 1.72 3.3 –40.8 –24.3

Intl Mixed Fd -C- NO BA LUX 05/19 USD 22.85 –0.5 –31.9 –16.4

Intl Mixed Fd -D- NO BA LUX 05/19 USD 15.90 –1.9 –32.8 –17.0

Wireless Fd OT EQ LUX 05/19 EUR 0.12 26.1 –27.4 –18.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/19 USD 5.71 26.1 –32.6 –14.2

Currency Alpha EUR -IC- OT OT LUX 05/19 EUR 10.60 –2.9 0.5 2.3

Currency Alpha EUR -RC- OT OT LUX 05/19 EUR 10.52 –3.1 0.1 1.9

Currency Alpha SEK -ID- OT OT LUX 05/19 SEK 98.61 –6.7 –3.4 NS

Currency Alpha SEK -RC- OT OT LUX 05/19 SEK 110.45 –3.1 0.1 1.9

Generation Fd 80 OT OT LUX 05/19 SEK 6.90 8.1 –22.3 NS

Nordic Focus EUR NO EQ LUX 05/19 EUR 63.46 27.2 –33.4 NS

Nordic Focus NOK NO EQ LUX 05/19 NOK 69.24 27.2 –33.4 NS

Nordic Focus SEK NO EQ LUX 05/19 SEK 70.93 27.2 –33.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/19 USD 1.47 6.0 –36.1 –23.1

Ethical Global Fd GL EQ LUX 05/19 USD 0.63 2.3 –40.7 –25.8

Ethical Sweden Fd NO EQ LUX 05/19 SEK 34.10 23.7 –20.3 –16.5

Europe Fd EU EQ LUX 05/19 USD 1.67 2.8 –35.5 –27.0

Index Linked Bd Fd SEK OT BD LUX 05/19 SEK 12.49 –1.9 0.8 3.1

Medical Fd OT EQ LUX 05/19 USD 2.66 –7.1 –23.2 –16.7

Short Medium Bd Fd SEK NO MM LUX 05/19 SEK 8.78 0.8 2.5 2.9

Technology Fd OT EQ LUX 05/19 USD 1.87 20.4 –32.0 –14.1

World Fd NO BA LUX 05/19 USD 1.76 5.9 –36.6 –19.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/19 EUR 1.27 0.0 0.5 1.6

Short Bond Fd SEK NO MM LUX 05/19 SEK 21.84 1.3 2.6 3.0

Short Bond Fd USD US MM LUX 05/19 USD 2.49 –0.1 0.8 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/19 SEK 9.93 –1.4 –3.7 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 05/19 SEK 8.59 –1.4 –3.7 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 05/19 SEK 24.85 –1.4 –3.8 –0.9

Alpha Bond Fd SEK -D- NO BD LUX 05/19 SEK 7.74 –1.4 –3.8 –0.9

Alpha Short Bd SEK -A- NO MM LUX 05/19 SEK 11.01 1.9 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/19 SEK 10.07 1.9 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/19 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 05/19 SEK 41.55 0.0 8.6 5.7

Bond Fd SEK -D- NO BD LUX 05/19 SEK 12.07 –3.2 5.1 3.4

Corp. Bond Fd EUR -C- EU BD LUX 05/19 EUR 1.12 3.0 –5.7 –2.6

Corp. Bond Fd EUR -D- EU BD LUX 05/19 EUR 0.86 3.1 –5.6 –2.8

Corp. Bond Fd SEK -C- NO BD LUX 05/19 SEK 10.94 1.8 –10.7 –4.9

Corp. Bond Fd SEK -D- NO BD LUX 05/19 SEK 8.27 –2.0 –14.0 –6.6

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/19 EUR 100.72 –3.0 2.0 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/19 EUR 105.17 1.5 6.5 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 05/19 SEK 1103.77 1.5 6.5 NS

Flexible Bond Fd -C- NO BD LUX 05/19 SEK 21.20 1.6 6.0 4.5

Flexible Bond Fd -D- NO BD LUX 05/19 SEK 11.59 –1.8 2.4 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/19 SEK 78.09 –2.5 –25.4 –15.2

Global Hedge I SEK -D- OT OT LUX 05/19 SEK 71.36 –2.5 –25.4 –16.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/19 USD 2.01 30.9 –38.7 –11.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/19 SEK 24.42 45.5 –16.5 –14.0

Europe Chance/Risk Fd EU EQ LUX 05/19 EUR 844.92 10.8 –44.8 –32.8

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 05/14 AED 5.23 14.0 –57.7 –18.5

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 05/18 EUR 27.40 –3.4 –7.9 –1.0

Bonds Eur Corp A OT OT LUX 05/15 EUR 21.57 4.0 –1.3 –1.4

Bonds Eur Hi Yld A OT OT LUX 05/18 EUR 15.80 18.9 –22.5 –16.2

Bonds EURO A OT OT LUX 05/18 EUR 39.80 0.8 6.8 4.5

Bonds Europe A OT OT LUX 05/18 EUR 38.17 0.8 7.0 3.7

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 05/18 USD 38.94 –2.2 –0.8 6.8

Eq. China A OT OT LUX 05/18 USD 18.25 22.1 –33.2 –10.8
Eq. ConcentratedEuropeA OT OT LUX 05/18 EUR 22.60 9.7 –37.0 –27.9
Eq. Eastern Europe A OT OT LUX 05/18 EUR 17.28 30.7 –57.1 –33.4
Eq. Equities Global Energy OT OT LUX 05/18 USD 15.24 6.9 –48.2 –15.9
Eq. Euroland A OT OT LUX 05/18 EUR 9.14 –0.3 –38.1 –29.0
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/18 EUR 15.06 9.6 –34.5 –21.8
Eq. EurolandFinancialA OT OT LUX 05/18 EUR 9.18 8.9 –44.5 –35.4
Eq. Glbl Emg Cty A OT OT LUX 05/18 USD 7.64 27.7 –43.4 –15.8
Eq. Global A OT OT LUX 05/18 USD 21.63 2.8 –40.8 –25.9
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 05/18 USD 23.53 12.5 –23.5 –3.8
Eq. Japan Sm Cap A OT OT LUX 05/18 JPY 909.18 0.4 –36.5 –33.9
Eq. Japan Target A OT OT LUX 05/19 JPY 1617.88 3.4 –18.3 –18.1
Eq. Pacific A OT OT LUX 05/18 USD 7.45 16.7 –39.9 –17.0
Eq. US ConcenCore A OT OT LUX 05/18 USD 18.64 14.8 –26.5 –14.9
Eq. US Lg Cap Gr A OT OT LUX 05/18 USD 12.45 15.4 –39.9 –20.9
Eq. US Mid Cap A OT OT LUX 05/18 USD 23.14 15.5 –40.4 –16.8
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 05/18 USD 16.28 4.8 –41.7 –29.4
Eq. US Sm Cap Val A OT OT LUX 05/18 USD 12.75 –1.4 –45.7 –33.2
Eq. US Value Opp A OT OT LUX 05/18 USD 13.39 3.3 –45.1 –32.0
Money Market EURO A OT OT LUX 05/18 EUR 27.31 0.7 3.4 3.7
Money Market USD A OT OT LUX 05/18 USD 15.81 0.4 1.9 3.1

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/19 JPY 8494.00 –1.3 –40.7 –34.7
YMR-N Japan Fund OT OT IRL 05/19 JPY 9609.00 1.8 –38.7 –31.0
YMR-N Low Price Fund OT OT IRL 05/19 JPY 12951.00 –0.2 –36.7 –29.9
YMR-N Small Cap Fund OT OT IRL 05/19 JPY 6017.00 –6.2 –41.6 –36.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/19 JPY 4122.00 –1.9 –47.1 –35.0
Yuki 77 General JP EQ IRL 05/19 JPY 6120.00 3.7 –40.5 –31.1
Yuki 77 Growth JP EQ IRL 05/19 JPY 5767.00 –2.5 –42.9 –36.1
Yuki 77 Income AS EQ IRL 05/19 JPY 4694.00 –8.2 –40.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/19 JPY 6351.00 1.8 –39.1 –32.3
Yuki Chugoku Jpn Gro JP EQ IRL 05/19 JPY 4807.00 –6.0 –43.6 –33.7
Yuki Chugoku JpnLowP JP EQ IRL 05/19 JPY 7875.00 –3.8 –32.8 –27.3
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 05/19 JPY 6691.00 –1.2 –42.5 –33.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/19 JPY 4433.00 –2.6 –45.3 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 05/19 JPY 5100.00 –3.4 –38.1 –29.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/19 JPY 4422.00 –6.0 –40.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/19 JPY 4156.00 –2.2 –48.6 –36.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/19 JPY 4329.00 –3.6 –49.6 –38.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/19 JPY 6227.00 2.1 –44.2 –33.4
Yuki Mizuho Jpn Gen OT OT IRL 05/19 JPY 8173.00 1.9 –38.8 –32.4
Yuki Mizuho Jpn Gro OT OT IRL 05/19 JPY 6102.00 –2.4 –39.4 –34.2
Yuki Mizuho Jpn Inc OT OT IRL 05/19 JPY 7597.00 –4.5 –39.6 –30.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/19 JPY 4930.00 –1.1 –40.5 –31.8
Yuki Mizuho Jpn LowP OT OT IRL 05/19 JPY 11272.00 –0.5 –30.2 –26.8
Yuki Mizuho Jpn PGth OT OT IRL 05/19 JPY 7575.00 –0.9 –43.7 –35.0
Yuki Mizuho Jpn SmCp OT OT IRL 05/19 JPY 5906.00 –3.7 –43.4 –36.2
Yuki Mizuho Jpn Val Sel OT OT IRL 05/19 JPY 5379.00 3.6 –37.2 –28.9
Yuki Mizuho Jpn YoungCo OT OT IRL 05/19 JPY 2367.00 –0.8 –48.4 –44.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/19 JPY 4645.00 3.2 –45.5 –34.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/19 JPY 5164.00 1.3 –40.3 –32.4
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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 04/30 USD 2086.32 –0.5 –5.2 –4.7

Harmony Cap Ltd B EUR OT OT BMU 04/30 EUR 2039.80 –0.8 –4.6 –4.9

Harmony Cap Ltd D USD OT OT BMU 04/30 USD 1193.21 –0.5 –5.6 –5.1

Harmony Cap Ltd E EUR OT OT BMU 04/30 USD 1171.94 –0.8 –4.8 –5.2

Harmony Cap Ltd F GBP OT OT BMU 04/30 GBP 1014.46 –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 04/30 GBP 0.95 0.7 NS NS

Global Absolute USD OT OT GGY 04/30 USD 1.78 0.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/30 EUR 75.50 –2.5 NS NS

Special Opp Inst EUR OT OT CYM 04/30 EUR 71.05 –2.5 NS NS

Special Opp Inst USD OT OT CYM 04/30 USD 80.09 –2.3 NS NS

Special Opp USD OT OT CYM 04/30 USD 78.79 –2.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 04/30 EUR 120.82 0.7 NS NS

GH Fund CHF Hdg OT OT JEY 04/30 CHF 100.20 –0.1 NS NS

GH Fund EUR Hdg (Non-V) OT OT JEY 04/30 EUR 109.43 0.3 NS NS

GH Fund GBP Hdg OT OT JEY 04/30 GBP 119.03 0.5 NS NS

GH Fund Inst EUR OT OT JEY 04/30 EUR 89.01 6.0 NS NS

GH Fund Inst USD OT OT JEY 04/30 USD 99.98 0.8 NS NS

GH FUND S EUR OT OT CYM 04/30 EUR 114.48 0.7 NS NS

GH FUND S GBP OT OT JEY 04/30 GBP 118.98 0.6 NS NS

GH Fund S USD OT OT CYM 04/30 USD 133.83 0.8 NS NS

GH Fund USD OT OT GGY 04/30 USD 246.03 0.4 NS NS

Hedge Investments OT OT JEY 04/17 USD 124.66 0.6 NS NS

Leverage GH USD OT OT GGY 04/30 USD 98.79 0.3 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 04/30 CHF 85.95 1.5 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 04/30 EUR 93.06 2.1 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 04/30 GBP 100.34 2.7 NS NS

MultiAdv Arb S EUR OT OT CYM 04/30 EUR 98.65 2.1 NS NS

MultiAdv Arb S GBP OT OT CYM 04/30 GBP 103.34 2.7 NS NS

MultiAdv Arb S USD OT OT CYM 04/30 USD 112.21 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 04/30 USD 108.71 1.0 NS NS

Asian AdbantEdge EUR OT OT JEY 04/30 EUR 92.91 3.3 NS NS

Asian AdvantEdge OT OT JEY 04/30 USD 169.28 3.0 NS NS

Emerg AdvantEdge OT OT JEY 04/30 USD 148.44 5.5 NS NS

Emerg AdvantEdge EUR OT OT JEY 04/30 EUR 83.10 5.6 NS NS

Europ AdvantEdge EUR OT OT JEY 04/30 EUR 116.84 0.3 NS NS

Europ AdvantEdge USD OT OT JEY 04/30 USD 123.34 0.0 NS NS

Japan AdvantEdge JPY OT OT JEY 04/30 JPY 7759.90 –3.2 NS NS

Japan AdvantEdge USD OT OT JEY 04/30 USD 90.54 –3.1 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 04/30 USD 87.99 1.4 NS NS

Trading AdvantEdge OT OT GGY 04/30 USD 144.10 –4.3 NS NS

Trading AdvantEdge EUR OT OT GGY 04/30 EUR 131.15 –4.0 NS NS

Trading AdvantEdge GBP OT OT GGY 04/30 GBP 138.39 –4.2 NS NS

US AdvantEdge OT OT JEY 04/30 USD 104.82 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
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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A notorious terrorist uncompromising to the end
Tamil Tiger chief
continued attacks
as colleagues folded

Velupillai Prabhakaran, seated, fought for decades for an independent Tamil state, pioneering terrorist techniques including air and
sea attacks and the use of suicide vests. Sri Lanka said he was killed by troops Monday as he tried to escape the war zone.

China’s stimulus funding
often hamstrung, audit says

By Peter Wonacott

NEW DELHI—Velupillai Prab-
hakaran was rarely photographed
without jungle fatigues that, to his
supporters, symbolized the ferocity
and dedication with which he pur-
sued the war for an independent
Tamil state in Sri Lanka.

His arch-foes in the Sri Lanka mili-
tary, meanwhile, portrayed the
Tamil Tiger chief as a well-fed arm-
chair commander who lived in lux-
ury as he sent others to fight and die.

But for the past year, as Sri Lan-
ka’s 26-year civil war wound down to
a bloody end, Mr. Prabhakaran fit nei-
ther of those images. Instead, he
beat a desperate retreat, trying to
stay one step ahead of the brutal of-
fensive the Sri Lankan army
launched to capture him and his se-
nior leadership. On Monday, he was
finally cornered, shot in an ambu-
lance with other senior rebel leaders
as they attempted to pierce a govern-
ment security cordon, according to
military and government officials.

His reported death capped a life
dedicated to the goal of a separate
state for ethnic Tamils, even though
his militancy resulted in the deaths of
tens of thousands of his own people.

Mr. Prabhakaran, 54 years old,
was born in Sri Lanka’s north and
schooled in the east, areas with heavy
Tamil populations. Like other young
radical Tamils in the 1970s, a separate
state was seen as the only way to pro-
tect the Tamil language, culture and
people from the dominion of the ma-
jority Sinhalese, who controlled the
government and adopted policies—
such as Sinhala as a national lan-
guage—that favored them.

In 1976, Mr. Prabhakaran
launched an armed movement that

was later called the Liberation Tigers
of Tamil Eelam, or LTTE. After the
Tamil Tigers killed a number of Sinha-
lese soldiers in 1983, Asia’s longest-
running civil war commenced, with
Mr. Prabhakaran at the helm.

Those who know the Tamil Tiger
chief, and those who have fought
against him, say he inspired fierce
loyalty. Part of that allegiance
stemmed from his firm faith in the
separatist cause. Yet there was also
a great deal of fear mixed in. Mr.
Prabhakaran was known to have
those who wavered on the battle-
field shot, according to a former
rebel commander in the east of Sri
Lanka with the nom de guerre Col.
Karuna Amman. “He killed a lot of
people,” said Col. Karuna, who in

2004 split with Mr. Prabhakaran.
That militant zeal drove Mr. Prab-

hakaran to find different ways to
fight the enemy, whether from land,
sea or air. He created the Black Ti-
gers for suicide missions; the Sea Ti-
gers as a sort of navy; and had a
small squadron of touring planes
known as the Air Tigers.

More than 100,000 people are es-
timated to have been killed in the
civil war, despite the repeated ef-
forts of foreign countries to stop it.

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
adversary “hypersensitive about se-
curity.” He recalls launching a com-
mando raid on Mr. Prabhakaran’s

headquarters in 1988 in which the
rebel leader escaped through a se-
ries of tunnels connected to under-
ground bunkers. “He was a very wily
fighter,” said Mr. Kalkat.

In 1991, the Tamil Tigers assassi-
nated former Indian Prime Minister
Rajiv Gandhi. The U.S. and other
countries later described the Tigers
as a terrorist organization. Tamil Ti-
ger guerrillas eventually went on to

capture much of the north and east
of the country.

Efforts to broker cease-fires and
rounds of peace talks always floun-
dered since Mr. Prabhakaran never
intended to live with the Sinhalese
but was buying time to fight them,
according to Col. Karuna. “He had a
racist mentality,” said Col. Karuna.

Sri Lanka’s military eventually
went on the offensive, and in last
year’s heavyfighting, pushedMr.Prab-
hakaran into a corner in the north-
east. As Sri Lankan troops closed in,
theTamil Tiger chiefstageda humiliat-
ing retreat. Although he managed to
escape that time, government troops
claimed to have captured personal
possessions of Mr. Prabhakaran that
made for good anti-Tiger propaganda.

In February, the Sri Lankan mili-
tary reported it had found his air-con-
ditioned residence, replete with a fir-
ing range. Inside they said they dis-
covered a shirt the Tamil Tiger chief
was said to have purchased from Brit-
ish clothier Marks & Spencer. Earlier
this month, the Sri Lankan military re-
leased more evidence of what it said
was the Tamil Tiger’s “cushy life,” in-
cluding a photograph of Mr.Prabhaka-
ran in an inflatable swimming pool.

Mr. Prabhakaran appeared to
have no way off the island. His sub-
marines and explosive-packed fish-
ing trawlers were captured. His
light planes were brought down. In
recent days, he was rumored to have
committed suicide, possibly with a
cyanide tablet he was said to have
kept around his neck. But earlier
Monday, a military spokesman said
that several top rebel leaders had
been killed Sunday. A day later, the
Tamil Tiger chief was dead.

By J.R. Wu

BEIJING—A government audit
of China’s four trillion yuan
($586 billion) stimulus plan shows
that some bank funding is getting
stuck in the pipeline instead of flow-
ing to the real economy.

China’s National Audit Office’s as-
sessment adds to concerns about
the stimulus plan’s effectiveness at
lifting the world’s third-largest
economy from its worst slump in
years. The audit also comes amid
worries that recent tentative recov-
ery signs may not be enough to keep
the economy on track once govern-
ment-led investment and consump-
tion peter out.

The report “has some substan-
tial findings,” said Xianfang Ren, an
analyst with IHS Global Insight. She
said the issues it raised—funding de-
lays and not enough stimulus for
small- and medium-size enterprises—
are big problems that have long
been suspected. The report also
raised the matter of speculative bill
financing, which occurs when bor-
rowers use loans not for working
capital but to buy stocks or specu-
late in other assets.

The auditor called for a review of
how some financial institutions are
carrying out their work to expand
domestic demand and promote eco-
nomic growth. The review would in-
clude some state-controlled com-
mercial banks; Agricultural Bank of
China; policy lenders Agricultural
Development Bank of China and Ex-
port-Import Bank of China; and
China Credit & Export Insurance

Corp., or Sinosure, a policy-ori-
ented export credit-insurance firm.

A China Ex-Im Bank spokesman
said he didn’t know when the re-
view would take place. Reviews of
state-owned institutions are regu-
larly conducted by the audit office,
he said.

A spokeswoman for Agricultural
Development Bank of China said her
department had no information
about the planned review. The other
financial institutions named
weren’t available to comment.

The auditor said some banks at
the local or branch level aren’t con-
ducting adequate due diligence. The
audit found some companies that ap-
plied for bill financing had put the
funds into bank deposits to profit
from interest-rate differentials
rather than use the money for short-
term working capital.

Though 94% of the funds from
the central government were in
place for 335 new projects, supple-
mentary funds to bring the projects
to fruition were only 48% in place,
the auditor said. As a result, some
projects are unfinished, while oth-
ers have been delayed.

The auditor alsosaid implementa-
tion of policies to support small and
medium-size enterprises isn’t
strong enough. “That’s a big worry
because SMEs are the biggest cre-
ator of jobs,” Ms. Ren said.

The audit office said it had dis-
covered no “major violation prob-
lems” but recommended stepping
up oversight of the stimulus plan.

 —Victoria Ruan and Rose Yu
contributed to this article.
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Short Mat Dollar I US BD LUX 05/18 USD 6.70 0.7 –12.7 –10.6

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 05/18 GBP 6.78 1.8 –26.7 –15.7
Andfs. Borsa Global GL EQ AND 05/18 EUR 5.47 –5.7 –38.4 –25.6
Andfs. Emergents GL EQ AND 05/18 USD 12.71 27.1 –41.1 –14.8
Andfs. Espanya EU EQ AND 05/18 EUR 10.53 –2.7 –35.7 –22.6
Andfs. Estats Units US EQ AND 05/18 USD 12.26 0.6 –36.2 –21.7
Andfs. Europa EU EQ AND 05/18 EUR 6.45 –0.5 –35.2 –25.1
Andfs. Franca EU EQ AND 05/18 EUR 8.14 –1.6 –35.5 –27.0
Andfs. Japo JP EQ AND 05/18 JPY 443.33 1.1 –38.7 –29.0
Andfs. Plus Dollars US BA AND 05/18 USD 8.43 0.0 –20.0 –11.4
Andfs. RF Dolars US BD AND 05/18 USD 10.46 2.4 –8.6 –3.7
Andfs. RF Euros EU BD AND 05/18 EUR 9.35 4.4 –13.8 –9.1
Andorfons EU BD AND 05/18 EUR 12.42 4.1 –16.6 –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 05/18 EUR 8.11 0.2 –26.8 –17.7

Andorfons Mix 60 EU BA AND 05/18 EUR 7.80 –4.1 –36.1 –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 05/15 USD 171950.27 27.5 –28.2 –17.5

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 05/19 EUR 9.75 –3.2 –4.6 –2.4
DJE-Absolut P GL EQ LUX 05/19 EUR 177.47 1.3 –25.9 –15.2
DJE-Alpha Glbl P EU BA LUX 05/19 EUR 157.47 2.4 –20.5 –11.2
DJE-Div& Substanz P GL EQ LUX 05/19 EUR 183.62 5.0 –22.2 –12.9
DJE-Gold&Resourc P OT EQ LUX 05/19 EUR 141.77 8.5 –26.9 –8.4
DJE-Renten Glbl P EU BD LUX 05/19 EUR 123.23 3.0 1.6 0.7
LuxPro-Dragon I AS EQ LUX 05/19 EUR 124.74 34.3 –18.3 –3.2
LuxPro-Dragon P AS EQ LUX 05/19 EUR 121.74 34.2 –18.8 –4.3
LuxTopic-Aktien Europa EU EQ LUX 05/19 EUR 14.89 3.9 –15.9 –8.8
LuxTopic-Pacific AS EQ LUX 05/19 EUR 12.10 33.7 –35.0 –20.9

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

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 05/12 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 05/18 USD 286.96 16.9 –8.6 –3.4
Sel Emerg Mkt Equity GL EQ GGY 05/18 USD 160.59 22.6 –41.1 –16.1
Sel Euro Equity EUR US EQ GGY 05/18 EUR 79.94 4.5 –41.1 –29.9
Sel European Equity EU EQ GGY 05/18 USD 142.96 4.0 –48.0 –29.5
Sel Glob Equity GL EQ GGY 05/18 USD 150.02 4.4 –43.1 –27.5
Sel Glob Fxd Inc GL BD GGY 05/18 USD 127.29 –1.3 –15.3 –4.8
Sel Pacific Equity AS EQ GGY 05/18 USD 103.81 14.8 –40.6 –18.8
Sel US Equity US EQ GGY 05/18 USD 103.47 2.7 –37.3 –23.3
Sel US Sm Cap Eq US EQ GGY 05/18 USD 138.39 5.8 –38.0 –27.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/15 EUR 293.91 0.7 –14.9 –9.6
EPB Flexible 50/50 OT OT LUX 05/15 EUR 217.70 0.8 –22.3 –14.9
KBC Eq (L) Europe EU EQ LUX 05/18 EUR 418.06 7.6 –39.8 –29.0
KBC Eq (L) Japan JP EQ LUX 05/18 JPY 15964.00 –4.6 –40.4 –31.3
KBC Eq (L) NthAmer EUR US EQ LUX 05/18 EUR 462.49 1.2 –38.5 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/18 USD 676.36 1.9 –36.5 –21.2
KBL Key America EUR US EQ LUX 05/15 EUR 321.58 0.8 –42.8 –25.2
KBL Key America USD US EQ LUX 05/15 USD 339.35 1.9 –41.5 –23.8

KBL Key East Europe EU EQ LUX 05/15 EUR 1447.55 36.8 –54.1 –30.4
KBL Key Eur Sm Cie EU EQ LUX 05/15 EUR 697.29 10.9 –43.7 –33.6
KBL Key Europe EU EQ LUX 05/15 EUR 526.87 1.6 –34.1 –26.2
KBL Key Far East AS EQ LUX 05/15 USD 1071.61 18.8 –36.5 –19.2
KBL Key Major Em Mkts GL EQ LUX 05/15 USD 446.21 30.2 –49.4 –19.8
KBL Key NaturalRes EUR OT EQ LUX 05/15 EUR 396.58 16.4 –35.3 –16.1
KBL Key NaturalRes USD OT EQ LUX 05/15 USD 410.00 13.7 –43.2 –16.1

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 05/15 USD 42.59 24.8 –37.2 –17.2
LG Asian Plus AS EQ CYM 05/08 USD 42.01 11.2 NS –18.0
LG Asian SmallerCo's AS EQ BMU 05/18 USD 71.40 29.5 –44.2 –33.5
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 05/18 EUR 21.68 –17.3 –60.8 –50.8

Continued from previous page

Please turn to next page

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

Small U.S. banks’ property loans hold big losses
Study of 940 lenders
points to damage
of up to $100 billion

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

By Maurice Tamman

And David Enrich

Commercial real-estate loans
could generate losses of $100 billion
by the end of next year at more than
900 small and midsize U.S. banks if
the economy’s woes deepen, accord-
ing to a Wall Street Journal analysis.

Such loans, which fund the con-
struction of shopping malls, office
buildings, apartment complexes and
hotels, could account for nearly half
the losses at the banks analyzed by
theJournal,consumingcapitalthatis
an essential cushion against bad
loans.

Total losses at those banks could
surpass $200 billion in that period,
according to the Journal’s analysis,
which utilized the same worst-case
scenario the federal government
used in its recent stress tests of 19
large banks. Under that scenario,
more than 600 small and midsize
banks could see their capital shrink
to levels that usually are considered
worrisome by federal regulators.
The potential losses could exceed rev-
enue over that period at nearly all
the banks analyzed by the Journal.

The potential losses on commer-
cial real estate are by far the largest
problem facing the midsize and
small banks, easily exceeding losses
on home loans, which could total
about $49 billion, according to the
Journal’s analysis. Nearly one-third
of the banks could see their capital
slip to risky levels because of com-
mercial real-estate losses, the Jour-
nal found.

The Journal, using data con-
tained in banks’ filings with the Fed-
eral Reserve, examined the financial
health of 940 small and midsize
banks. It applied the loan-loss crite-
ria that the Fed used in its stress
tests of the largest banks.

The findings are a stark reminder
that the U.S. banking industry’s prob-
lems stretch far beyond the 19 giants
scrutinized in the government stress
tests. Regulators and investors have
focused on too-big-to-fail banks such
as Bank of America Corp. and Citi-
group Inc. But more than 8,000 other
lenders throughout the country are
being squeezed by the recession and
real-estate crash.

“They are in just much worse
shape” than the big banks, says Terry
McEvoy, an Oppenheimer & Co. ana-

lyst who reviewed the Journal’s anal-
ysis. “There is a lot less earnings
power at these banks.”

The Fed this month estimated
that the 19 stress-tested banks could
face losses of $599 billion if the agen-
cy’s gloomiest economic scenario
comes true. For the 10 large compa-
nies found to need additional capital,
most of the shortfalls are manage-
able.

Few smaller banks are likely to at-
tract the bargain-hunting investors
now expressing interest in recapital-
izing the industry’s giants. Many
smaller banks are trying to bolster
their capital by selling assets and
making fewer loans. (Please see re-
lated article on page M3.)

A further drop in lending threat-
ens to prolong the recession. “It’s cer-
tainly a challenge for the economy,”
says Allen Tischler, a senior credit of-
ficer at rating provider Moody’s In-
vestors Service.

Banks unable to replenish capital
could face a tightening regulatory
vise. Some of the weakest institu-
tions are likely to fail, though few ana-
lysts predict anything close to the
1,256 closings from 1985 through
1992. Regulators have seized 58
banks since the start of 2008, includ-
ing 33 this year.

In the government’s stress tests,
the Fed measured how much capital
banks might need to raise to achieve
a so-called Tier 1 common capital ra-
tio, or capital buffer, equal to 4% of as-
sets.

The Journal’s stress-test analysis

includes 940 bank-holding compa-
nies that filed financial reports with
the Fed for the year ended Dec. 31.
The companies range from large re-
gional banks to mom-and-pop banks
in rural towns. The financial reports
also include U.S. subsidiaries of for-
eign banks.

The banks examined by the Jour-
nal had total assets of $2.8 trillion at
year end. That is less than the com-
bined assets of Bank of America and
Wells Fargo & Co., two of the nation’s
largest banks. The 19 big banks that
underwent a Fed stress test weren’t
included in the Journal’s calcula-
tions.

The Journal projected potential
losses by using the “more adverse”
scenario in the government’s stress
test—the scenario the Fed used to cal-
culate how much capital the big
banks should raise. That worst-case
hypothetical situation includes a
2010 unemployment rate of 10.3%,
compared with 8.9% in April, and a
two-year cumulative loss rate of as
much as 12% on commercial real-es-
tate loans and as much as 20% on
credit cards.

Using the Fed’s milder “baseline”
scenario, in which unemployment
would hit 8.8% next year, banks
would fare much better. Total losses
at the 940 banks could hit $92 billion
through 2010, and only 185 banks
would see their capital levels dip into
risky territory, the Journal found.

Several banking experts who re-
viewed the analysis said it is a reason-
able way to assess the overall health
of the U.S. banking industry. Still, the

calculations don’t reflect any efforts
made by individual banks since the
start of this year to shore up their cap-
ital, such as shedding assets or cut-
ting costs.

Some banks have gotten recent
taxpayer-funded infusions through
the Treasury Department’s Troubled
Asset Relief Program, and more help
is likely on the way. Last week, Trea-
sury Secretary Timothy Geithner
said the government plans to recycle
into smaller banks the capital repaid
by banks that no longer need or want
TARP money.

Another limitation in the Jour-
nal’s analysis is that it is impossible
to estimate loan losses as precisely

as regulators did in the stress tests
without access to information that
isn’t disclosed in publicly available fi-
nancial reports.

Under the loan-loss assumptions
used in the Fed’s stress tests, Syno-
vus Financial Corp., a Columbus, Ga.,
bank-holding company, could face
losses of as much as $3.4 billion
through 2010, according to the Jour-
nal’s analysis. About two-thirds of
the estimated losses are from com-
mercial real-estate loans, which Syn-
ovus barreled into when the econ-
omy was booming, especially in the
Atlanta area.

Synovus last year received $968
million from TARP, keeping the bank
well above what it needs to be consid-
ered “well capitalized” by banking
regulators. Still, the company’s esti-
mated losses could far exceed its rev-
enue by the end of next year, consum-
ing all of its capital, the analysis
shows.

“From a straight math exercise,
we can’t disagree with you,” says
Thomas Prescott, Synovus’s chief fi-
nancial officer, although he notes he
isn’t “endorsing” the Journal’s pro-
jections.

Mr. Prescott says the Journal’s
projections would be more accurate
if they were based on first-quarter
revenue, which rebounded from lack-
luster 2008 levels. Nevertheless, Syn-
ovus has been selling loans in a bid to
fortify its capital. In the first quarter,
the company’s loan portfolio shrank
by an annualized 2.8%.

Even using the Fed’s more-opti-
mistic “baseline” economic scenario,
some banks appear troubled. Under
that scenario, Truman Bancorp Inc.,
a Clayton, Mo., lender with six
branches and about $500 million in
assets, could face nearly $22 million
in loan losses through next year, the
Journal analysis found. That would
exhaust all of its capital.

“We don’t see anything along the
lines you’re saying,” says Truman
Chairman Richard Miller of the Jour-
nal’s estimate of potential losses. He
says the bank, which had a loss of
$11.5 million last year and a loss of
$1.2 million in the first quarter, plans
to replenish its capital by selling as
much as $10 million of new shares.
“We’re expecting to start to break
out of the old pattern and get back in
the black later this summer,” he says.

At 923 of the 940 banks examined
by the Journal, estimated losses un-
der the federal government’s worst-
case scenario would exceed bank rev-
enue projected by the analysis. At
634 banks, the gap would be large
enough to reduce capital below the
level considered comfortable by regu-
lators, unless the banks can some-
how steady themselves.
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*Includes credit cards and other loans
Note: Under Federal Reserve’s worst-case scenario
Source: WSJ analysis of bank filings

Stressed out
Potential losses through 2010 at 
940 U.S. bank-holding companies 
by type of loan

Commercial
real estate

$99.7

Commercial/
industrial

$28.9 billion

Other*
$28.2

1st-lien
mortgages

$26.8 2nd-lien mortgages, 
home equity $22.1

Total
$205.7 
billion
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Loan losses as a percentage of assets

Banks under stress
Using the worst-case scenario applied by the Federal Reserve in its stress tests of big banks, most small and midsize 
banks would not clear a crucial capital requirement.
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The Fed’s 
stress tests 

required banks 
to have a Tier 1 

common 
capital ratio of 

at least 4%.
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