
MASS MELEE: Austrian police secure the area in Vienna-Rudolfsheim on Sunday. At least 16
worshippers were wounded when rival religious groups clashed at a prayer meeting, police said. Page 2.
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By Sebastian Moffett

PARIS—Nawal El Kahlaoui
grewupnear Paris asthe daugh-
ter of a mechanic who left Mo-
rocco to seek a better life in
France. But after finishing her
university studies here, Ms.
Kahlaoui moved back to Mo-
rocco to find work.

“I love Morocco, as the
country gave me a chance,”
says the 35-year-old retail
consultant in Casablanca.
“It’s a land of opportunity.”

A growing number of well-
educated French people of im-
migrant backgrounds are re-
turning to their parents’
homelands. There are no offi-
cial figures on the number of
“returnees,” and government
officials, scholars and employ-

ment agencies say the num-
ber is small. Still, this gradual
U-turn reflects a relative de-
cline in the desirability of life
in parts of Europe, compared
with some developing coun-
tries.

Mass immigration to
France started in the 1960s, as
the economy grew strongly,
creating jobs. In addition to
migrants from southern Eu-
rope, workers came from
France’s former colonies, in
particular Algeria, Morocco
and Tunisia.

As France’s economy
slowed in subsequent decades,
however, unemployment rose,
and hasn’t dipped below 7% for
the past quarter of a century. In
recent years, the jobless rate
for immigrants has been

Please turn to page 31

Property games
The Olympic Committee
ignores Russian viola-
tions in Sochi. Page 15
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Economy & Politics: Shock, sadness and anger over South Korean ex-president’s death
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Immigrant offspring

quit France for home

By Guy Chazan

The latest round of pipe-
line politics between Moscow
and the European Union
masks a new reality: Changes
under way in Europe are
likely to damp the Continent’s
appetite for Russian gas,
weakening Russia’s vaunted
status as an energy super-
power.

Russian and EU leaders
met Friday in the eastern Rus-
sian city of Khabarovsk to
heal a relationship badly dam-
aged by the January cutoff of
Russian gas that left thou-
sands of people in Eastern Eu-
rope shivering in their
homes.

The EU sought assurances
this would never happen
again. Russia refused to pro-
vide any. Instead, President
Dmitry Medvedev said Mos-
cow doubted that transit
state Ukraine had enough
money to pay for the gas Rus-
sia supplies, hinting at more
disruptions.

But behind the bravado,
Russia is worried. Europe’s
economic slowdown has led
to a collapse in demand for
natural gas, while January’s
crisis has triggered a new
push by EU states to find alter-
natives to Russian imports.
Added to that, many industry
analysts are revising down
their long-term projections
for natural-gas use in Europe,

with far-reaching implica-
tions for Russia’s resource-
based economy.

“The days of high growth
rates for European gas con-
sumption are surely over,”
Bernhard Reutersberg, chief
executive of German energy
company E.ON Ruhrgas AG,
told a conference in Berlin
last week.

Such pronouncements
strike a chill in the Kremlin.
OAO Gazprom, the state-run
gas export monopoly, is Rus-
sia’s largest company and its
export revenues account for
about a tenth of gross domes-
tic product. Over the past 10
years, it has become a symbol
of Russia’s growing self-confi-
dence and international
clout.

As oil and gas prices rose,
Gazprom’s ambitions grew. It
talked of increasing its share
of the European gas market
from 25% to a third by 2015.
Last summer, it said it would
be the world’s most valuable
company by 2015, with a capi-
talization of $1 trillion.

But as recession demol-
ished Europe’s appetite for
gas, Gazprom’s fortunes
turned. IHS Global Insight
says it expects gas demand in
Europe to fall nearly 10% this
year. Gazprom has responded
by slashing production: Out-
put fell 28% in April, to the
lowest level in a decade. Gaz-
prom’s market cap is now

Please turn to page 31
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TNK-BP could name a new
acting CEO this week, and
an option under consider-
ation is to appoint one of
the oil venture’s Russian bil-
lionaire shareholders to the
position. Page 7

n British Airways reported
an annual loss amid weak
demand and higher fuel
costs. The U.K. flag carrier
scrapped its dividend and
didn’t give a forecast. Page 3

n The SEC imposed tough
rules on securities trading by
its staff following a probe into
dealings of two veteran en-
forcement lawyers. Page 22

n Morgan Stanley will raise
base salaries for most top
officers to compensate for
limits on bonuses. Page 20

n Horst Köhler won a second
term as German president, in
a boost for Merkel’s hopes for
a new government. Page 2

n Unemployment in Russia
reached its highest level this
decade amid lower oil prices
and the global crisis. Page 2

n GM received $4 billion in
U.S. aid as part of its plan to
pay suppliers and dealers be-
fore a June deadline. Page 4

n Auto lender GMAC said it
needs to cut $1 billion in costs,
or 20% of its expenses, by
the end of the year. Page 4

n Segro approached Brixton
about buying the troubled
U.K. property firm. Page 5

n Venezuela will pay $1.05
billion for the local unit of
Spain’s Banco Santander, in
the latest nationalization by
President Chávez. Page 19

n PetroChina agreed to buy
a $1 billion stake in oil re-
finer Singapore Petroleum as
China extends its reach in
natural resources. Page 25

n The U.S. dollar’s retreat
may broaden this week if the
Fed increases its buying of
Treasury securities. Page 19

n The U.S. said the number
of high-profile attacks in Iraq
has declined this year. Page 9

n Pakistan’s army said it had
made gains in the main Swat
town, but Taliban are digging
in for a long fight. Page 11

n The U.S. concluded North
Korean leader Kim Jong Il has
initiated a political transition in
which his brother-in-law and
a son are key players. Page 9

n “The White Ribbon” di-
rected by Michael Haneke
won the top prize at the
Cannes Film Festival.

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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Is the experimental medi-
cine being dished out by cen-
tral banks starting to have
worrying side effects?

Using policies that would
have been considered dan-
gerously distorting and infla-
tionary before the credit
crunch, the Fed and others
have unleashed a torrent of
liquidity that has helped lift
global stocks nearly 40%
from their March lows.

But other assets, like
gold, the dollar and Trea-
surys, point to unease with
flood-the-zone central bank-
ing. Central banks want to
be in a position to print
more money if economies
stay weak, but their hands
may be tied if key markets
react badly. One fear is that
all the easing could lead to
inflation.

Granted, credit markets
have reacted well to the cen-
tral bank medicine. Yield
premiums for the likes of
corporate bonds have nar-
rowed from panic highs.
And it’s easy to make too
much of recent weakness in
the dollar and Treasurys. At
3.42%, the yield on the
10-year Treasury is still be-
low the 2008 average of
3.65%. The greenback’s de-

cline versus the euro merely
takes it back to around
where it started the year.

However, the speed with
which both markets have
moved suggests investors
are taking more seriously
the threats that have lurked
in the background for many
months. The first is that the
U.S.’s fiscal deficit will
mean investors demand a
higher yield on its debt. The
second is that printing too
much money, through Fed
programs, will debase the
dollar.

The nightmare for cen-
tral banks is if inflation ex-

pectations escalate. In that
scenario, a selloff could ex-
tend to corporate bonds and
stocks as investors start to
price in tighter monetary
policy.

One closely followed indi-
cator shows inflation expec-
tations are low. The differ-
ence between the yield on
the 10-year inflation-pro-
tected Treasury and the reg-
ular 10-year Treasury sug-
gests an annual rate of just
1.78%, well below the 2.44%
inflation rate this “spread”
predicted on average from
2005 to 2007.

This apparent inflation

insouciance might be war-
ranted, given excess capac-
ity in most developed econo-
mies and caution among
debt-laden consumers.

But the gold price is
showing surprising
strength. That could reflect
investor mistrust in central
banks’ willingness to un-
wind reflationary policies.

Certainly, the last 20
years have shown that cen-
tral bankers find it hard to
engineer Goldilocks-type
outcomes. It’s even harder
right now for the Fed to cali-
brate correctly, because its
response—its balance sheet
has expanded by nearly
$900 billion in the last year—
has been especially aggres-
sive. The chance of extreme
outcomes has risen.

If Treasury yields con-
tinue rising, it would hurt
banks, housing markets and
consumers, whose balance
sheets are in poor shape.

Recent month-to-month
inflation data in the U.S.
shows prices have started
rising. The increases are
slight so far. But if inflation
breaks out, central bankers’
recent medicine will be seen
as quackery.
  —Peter Eavis

Catching the DVD genie
Next stop, Hollywood.

Like the music industry, and
more recently book publish-
ing, film studios are grap-
pling with the transition
from physical to electronic
delivery. Weaning them-
selves off DVDs could cut
costs and curtail piracy.

Another advantage is re-
gaining control of pricing.
Studios let that genie out of
the bottle by using low
prices to maximize DVD
sales, rather than using high
wholesale prices to keep the
video business primarily
based on rentals.

Low prices worked for a
while. Film revenues from
video sales nearly tripled be-
tween 1997 and 2004 to
$9.5 billion, boosting total
film revenues 72%, esti-
mates Adams Media Re-
search. But DVD sales fell
back to $8 billion last year.

The downside is now evi-
dent. Price cutting allowed
the emergence of Redbox,
which buys DVDs cheaply
and uses vending machines
to rent them for $1 a night
before selling some used for
$7. The company’s approach
threatens high-margin DVD
sales, as well as the tradi-
tional rental business,
where studios take a cut.

Because anyone can le-
gally resell or rent a DVD
they have bought, there
isn’t much Hollywood can
do about Redbox, except em-
brace digital distribution.

Already, the gap between
release of a movie on DVD
and for on-demand rental on
cable-TV is shrinking.

Studios get about 70% of
the electronic rental price,
more than the share they get
from DVD rentals. But wor-
ries that simultaneous on-de-
mand release could cannibal-
ize more-valuable sales have
caused studios to hold back
electronic release of hits.

That strategy won’t solve
the Redbox problem. An-
other option is offering elec-
tronic purchase of movies
before the DVD release. Ser-
vices such as iTunes, Ama-
zon and Vudu sell movies on-
line at prices that deliver
higher margins to the stu-
dios than even physical
sales, because there isn’t
any manufacturing involved.

Admittedly, the mass mar-
ket won’t transition away
from DVDs for years. But by
doing what they can to make
electronic delivery attractive,
the studios can at least start
regaining control of their
product. —Martin Peers

Quackery by central bankers?

Citizen spies lift the veil on North Korea
Public information
helps fill the blanks;
where was Mr. Kim?

Parsing the buck
Number of euros 
one U.S. dollar buys

Source: Thomson Reuters via 
WSJ Market Data Group

G
et

ty
 Im

ag
es

Stacks of one-dollar bills pass 
through a machine

2008 ’09

Œ0.85

0.80

0.75

0.70

0.65

0.60

By Evan Ramstad

SEOUL—In the propaganda blitz
that followed North Korea’s missile
launch last month, the country’s
state media released photos of
leader Kim Jong Il visiting a hydro-
electric dam and power station.

Images from the report showed
two large pipes descending a hillside.
That was enough to allow Curtis
Melvin, a doctoral candidate at
George Mason University in subur-
ban Virginia, to pinpoint the installa-
tion on his online map of North Korea.

Mr. Melvin is at the center of a
dozen or so citizen snoops who have
spent the past two years filling in
the blanks on the map of one of the
world’s most secretive countries.
Seeking clues in photos, news re-
ports and eyewitness accounts, they
affix labels to North Korean struc-
tures and landscapes captured by
Google Earth, an online service that
stitches satellite pictures into a vir-
tual globe. The result is an anno-
tated North Korea of rocket-launch
sites, prison camps and elite palaces
on white-sand beaches.

“It’s democratized intelligence,”
says Mr. Melvin.

More than 35,000 people have
downloaded Mr. Melvin’s file, North
Korea Uncovered. It has grown to in-
clude thousands of tags in catego-
ries such as “nuclear issues” (al-
leged reactors, missile storage),
dams (more than 1,200 country-
wide) and restaurants (47). Its Wiki-

pedia approach to spying shows
how Soviet-style secrecy is facing a
new challenge from the Internet’s
power to unite a disparate commu-
nity of busybodies.

“Here is one of the most closed
countries in the world and yet,
through this effort on the Internet
by a bunch of strangers, the coun-
try’s visible secrets are being pub-
lished,” says Martyn Williams, a To-
kyo-based technology journalist
who recently sent Mr. Melvin the lo-
cations of about 30 North Korean
lighthouses.

An economist who studies devel-
oping countries and has traveled
from Turkmenistan to Zimbabwe,
Mr. Melvin started his project in
early 2007 to designate places he vis-
ited on two group tours to North Ko-
rea earlier this decade. He shared it
on several North Korea-related Web
sites.

People soon started sending him
locations they knew, from tourist
sites to airfields tucked into valleys
near South Korea. Mr. Melvin says
that sadness for North Koreans’
plight, and the fascination of discov-
ery, motivated him to continue.

Many updates later, Mr. Melvin
and his correspondents have plot-
ted out what they say is much of the
country’s transportation network
and electrical grid, and many of its
military bases. They have spotted
what they believe are mass graves
created in the 1995-98 famine that
killed an estimated two million peo-
ple. The vast complexes of Mr. Kim
and other North Korean leaders are
visible, with palatial homes, pools,
even a water slide.

An official at North Korea’s con-
sulate in Hong Kong declined to
grant an interview. Its embassy in

London didn’t respond to a faxed re-
quest for comment.

Mr. Melvin says he cross-checks
what information he can and ad-
justs other facts with the help of col-
laborators. He says he has met only
a few of the contributors. Some have
identified themselves as former
members of the U.S. military who
once studied the country profession-
ally. Some have been anonymous.

Joshua Stanton, an attorney in
Washington who once served in the
U.S. military in South Korea, used
Google Earth to look for one of the
country’s notorious prisons. In
early 2007, he read an international
news report about a mass escape
from Camp 16, which the report men-
tioned was near the site of a nuclear
test conducted the year before.

No pictures of Camp 16 are be-
lieved to have been seen outside the
country. But Mr. Stanton had pored
over defector sketches of it and
combed the map for familiar struc-
tures. “I realized I had already no-
ticed the guard posts” while looking
on Google Earth the previous year
for the nuclear test site, he says.

Mr. Stanton traced what he be-
lieved is Camp 16’s boundary, enclos-
ing nearly 500 square kilometers,
and those of other large North Ko-
rean prisons and shared them with
Mr. Melvin. The fences aren’t easy to

follow because they go over moun-
tain ridges, he says. But satellite im-
ages often reveal gaps in the vegeta-
tion along the fence line, because
trees are cleared on either side to
prevent people from climbing over.

Last year, U.S. Sen. Sam Brown-
back of Kansas used Mr. Stanton’s
maps in a floor presentation criticiz-
ing the North’s human-rights record.
“Google has made a witness of all of
us,” Mr. Brownback said. “We can no
longer deny these things exist.”

Mr. Williams, the technology
journalist in Tokyo, first contacted
Mr. Melvin two months ago after he
ran across a notice that North Korea
filed with international maritime au-
thorities ahead of its April 5 missile
launch. The filing gave coordinates
where North Korea believed its mis-
sile or rocket stages would likely
fall.

The pair figured they could mine
other international filings for other
interesting sites. Mr. Melvin found
one that helped him pinpoint North
Korea’s aeronautical beacons. Mr.
Williams turned up the lighthouse
locations, which he sent to Mr.
Melvin, along with links to a site
with lighthouse images from North
Korean postage stamps.

“If North Korea came out and
published all this, no one would be
interested,” says Mr. Williams. “But
when you’re playing detective, it’s a
lot more fun.”

The project has also attracted An-
drei Lankov, a Seoul-based historian
of North Korea who grew up in the
Soviet Union and went to college in
Pyongyang, the North Korean capi-
tal. Last summer, Mr. Lankov wrote
about how the evolution of public
markets in North Korea has chal-
lenged Mr. Kim’s authoritarian gov-

ernment. He sent Mr. Melvin the lo-
cation of several markets, including
one called Pyongsong near Pyong-
yang that the two men think is the
biggest in the country.

The market is in a town about 15
kilometers outside the city, the clos-
est that nonresidents can get to the
capital. “At the same time, this is a
place where the dwellers of Pyong-
yang can go anytime,” Mr. Lankov
says.

On the satellite images of North
Korean towns, it is easy to see many
people gathered around the mar-
kets and no one in the giant plazas
that are tributes to Mr. Kim’s govern-
ment.

Mr. Melvin says the images also
make clear the gulf between the
lives of Mr. Kim and his impover-
ished people. “Once you start map-
ping the power plants and substa-
tions and wires, you can connect the
infrastructure with the elite com-
pounds,” Mr. Melvin says. “And then
you see towns that have no power
supply at all.”

Mr. Melvin says he spends hours
at the computer tracing power lines,
looking for telltale shadows of elec-
tric towers or posts. The work is of-
ten tedious.

Other times it is revelatory. The
recent report of Mr. Kim at the hy-
droelectric station in Wonsan
showed him looking at a painting of
the complex. Mr. Melvin noticed the
painting depicted a unique pattern
of roads. He then spotted the roads
on the satellite image, along with
the giant pipes, and added the sta-
tion to his map.

“We’re relying on the North Kore-
ans to keep publicizing” Mr. Kim’s
movements, Mr. Melvin says. “This
leads to great discoveries.”

‘When you’re
playing detective,
it’s a lot more fun,’
says Mr. Williams.
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Köhler wins German presidency
Re-election boosts
Merkel’s hopes
for new coalition
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German President Horst Köhler on Saturday attended a concert at the
Brandenburg Gate in Berlin with his political ally Chancellor Angela Merkel.

Religious brawl rocks Sikh temple in Vienna
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BERLIN—German President
Horst Köhler won a second five-year
term, a victory that gave a symbolic
lift to Chancellor Angela Merkel’s
hopes of forming a center-right gov-
ernment after a national election
this September.

Mr. Köhler, a former head of the In-
ternational Monetary Fund and a
member of Ms. Merkel’s conservative
Christian Democrats, secured the re-
quired majority by a single vote in the
first round of voting by a special par-
liamentary assembly Saturday.

That was enough to see off a chal-
lenge from center-left Social Demo-
crat, Gesine Schwan, who was bid-
ding to become Germany’s first fe-
male president.

Ms. Merkel said she was “very
glad” about Mr. Köhler’s swift vic-
tory. “We think he is the president
Germany needs in this situation,”
she added.

The 66-year-old Mr. Köhler won
613 votes in the 1,224-member par-
liamentary assembly, made up of
lower-house lawmakers and dele-

gates nominated by state legisla-
tures. Ms. Schwan, who had hoped
to force further rounds of voting, re-
ceived 503 votes.

The presidency is supposed to be
above the political fray and carries
little real power, but Ms. Schwan’s
challenge shook up the usually gen-
teel election process.

The vote came before Ms. Merkel
and Social Democrat Frank-Walter
Steinmeier, her government’s for-
eign minister, face off in a Sept. 27
national election in which both hope

to end their tense “grand coalition”
of Germany’s biggest parties.

As opposition leader, Ms. Merkel
installed Mr. Köhler in 2004 with
the help of the pro-business Free
Democrats, her preferred future coa-
lition partner. They backed Mr.
Köhler’s re-election, along with a
smaller center-right group.

Ms. Merkel and the Free Demo-
crats’ leader, Guido Westerwelle, ap-
peared together to congratulate Mr.
Köhler.

“Every election has its own dy-

namics, but it is no secret that we
are working to achieve a majority to-
gether,” Ms. Merkel said. “Today we
achieved what we wanted together.”

Senior conservative ally Horst
Seehofer described the outcome as
“a clear signal” for a center-right vic-
tory later this year. Still, Ms. Merkel
failed to secure such a victory in
2005, a year after Mr. Köhler was
first elected.

Mr. Köhler often has positioned
himself as an outsider to Germany’s
political elite. He occasionally has re-
fused to sign bills into law because
of constitutional concerns, and he
recently warned politicians against
using the crisis as a “backdrop for
posturing.”

A Köhler defeat would have been
embarrassing for Ms. Merkel but
risky for the Social Democrats, with
polls showing overwhelming public
support for the incumbent.

Ms. Schwan, who lost to Mr.
Köhler in 2004, hoped to secure the
opposition Left Party’s support and
peel off center-right delegates in
later rounds of voting by the some-
times unpredictable assembly.

The Left Party’s long-shot candi-
date, television actor Peter Sodann,
won 91 votes on Saturday.

Far-right candidate Frank Ren-
nicke won four votes, and there
were 10 abstentions.

By Lidia Kelly

MOSCOW—Russian unemploy-
ment has reached its highest level
this decade as thrift replaces a cul-
ture of consumer spending, official
data released Friday showed.

The number of unemployed in
Russia rose to 7.7 million in April, or
10.2% of the total labor force of 75.2
million, data from the Federal Statis-
tics Service, or Rosstat, showed.

Around 3 million workers have
lost their jobs since late summer.
Russia’s economy has been dragged
down by lower oil prices and de-
creased access to short-term capi-
tal.

Prime Minister Vladimir Putin
and other Kremlin officials have re-
peatedly said that Russia’s eco-
nomic slowdown will be short-lived
and that gross domestic product
may begin to rise again next year.
Some officials, however, including
Finance Minister Alexei Kudrin,
have warned on numerous occa-
sions that even though oil prices are
rising and the ruble has regained
some relative stability, the crisis
may last longer than expected.

Friday official data showed retail
sales fell 5.3% in April on the year—
the third monthly decline in a row af-
ter nine consecutive years of robust
growth. This suggests that Russian
consumers—once known for their
exuberant spending—are becoming
increasingly frugal. Earlier last
week, new figures showed indus-
trial production in April dropped
17% from a year earlier.

“There is no doubt that Russia is
mired in a deep recession,” Neil
Shearing, an emerging-market econ-
omist with Capital Economics in
London said.

A sustained recovery in the econ-
omy “is dependent on a recovery in
capital inflows, the restoration of
credit flows and a pickup in external
demand,” he said. He forecasts the
Russian economy will shrink as
much as 10% this year.

A WSJ NEWS ROUNDUP

At least 16 worshippers were
wounded at a Sikh temple in Vienna
on Sunday when religious groups
clashed, with some people brandish-
ing knives and a gun, police and wit-
nesses said.

Hours later, a related clash
erupted in northern India as protest-
ers set fire to vehicles and erected
barricades.

A police spokeswoman said the
Vienna melee began after an argu-
ment broke out in the temple in the
Vienna-Rudolfsheim area, the Aus-
trian capital’s 15th district.

Witnesses said several bearded
and turbaned men, some carrying
knives and a gun, attacked the
preacher. The perpetrators were fun-

damentalist Sikhs from a higher caste
at another temple, who accused the
preacher of being disrespectful with
the Holy Book, they said.

The police spokeswoman said an
estimated 150 to 300 congregation
members defended the preacher.
The temple is run by followers of
Shri Guru Ravidas, a 14th-century
founder of a Sikh sect called Dera
Sach Khand, which comprises
mostly Dalits, a historically disad-
vantaged caste known as “untouch-
ables.”

Police spokesman Michael
Takacs said six people were in seri-
ous condition, including four who
were “definitely perpetrators.” The
most serious wounds were caused
by gunshots to the abdomen and

head. More people may have been
slightly hurt and run out of the tem-
ple before police arrived, he said,
noting that the scene was “like a bat-
tlefield.”

“Everybody was praying, and
then it started with knives and a pis-
tol,” said witness Nermal Singh, his
shirt bloodied and his head ban-
daged from what he said was a knife
wound.

Mohinder Ram, 72 years old, a
worshipper who said he had at-
tended services at the temple for de-
cades, said, “I heard four to five
shots” in the temple and “people
started screaming. Children were
crying as they ran out.” He said “peo-
ple were hit and stabbed with knives.
… It was like war. There was lots of

blood everywhere.”
Four ambulances and three medi-

cal helicopters transported the vic-
tims to the hospital from the temple,
and police cordoned off the area.
Bernhard Segal of Vienna medical
services said that one of the more se-
riously wounded had to be resusci-
tated several times at the scene.

In India later, fighting between
mainstream Sikhs and followers of
the guru broke out in the northern
city of Jalandhar, in what people
there described as an apparent reac-
tion to the Vienna melee. Protesters
set fire to vehicles and erected sev-
eral roadblocks across Jalandhar.

Sikhs make up less than 2% of In-
dia’s 1.1 billion people, the vast ma-
jority of whom are Hindus. While
there are disagreements between
the Deras and Sikh religious authori-
ties, violent clashes are rare.

 —The Associated Press
contributed to this article.
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Nawal El Kahlaoul, above, moved to
Morocco from France to find work.

around twice that of non-immigrants.
Now that France is in recession, the
first jobs to go are often those filled by
minorities.

Most of the French “returnees”
are of Moroccan background, ac-
cording to people who have studied
the phenomenon, though there is
also a trickle to other former French
colonies, such as Algeria and Viet-
nam. In 2002, Rabat set up a “Minis-
try for the Overseas Moroccan Com-
munity,” to encourage émigrés to re-
turn and invest their skills in their
native land.

Morocco is also becoming more
open and prosperous. Overhauls un-
der King Mohammad VI, who as-
cended to the throne in 1999, have
improved freedom of expression
and women’s rights. In addition, the
country has formed free-trade
agreements with the U.S. and the Eu-

ropean Union. The economy ex-
panded at an average of more than
4% from 2000 to 2008, and even this
year is expected to post growth
higher than that. While a large num-
ber of rural poor keep Morocco rela-
tively low in international measures
of economic prosperity, city life can
be good for better-off residents.

Life can be better than in France.
Surveys show that in France, appli-
cants for a job have around a third
the chance of getting a reply if their
name sounds Arab or African as
they do with a more traditional
French name.

But no one knows the exact ex-
tent of inequality: The French Re-
public’s doctrine that everyone is
equal has so far ruled out the collec-
tion of statistics on race and reli-
gion. As a result, unlike in the U.S.,
there are no detailed data on how
many French people are black, Arab

or Asian—and how they fare in edu-
cation and work.

Opponents say that such an eth-
nic census would divide society by
validating the existence of groups
based on race and religion.

President Nicolas Sarkozy, ac-
knowledging the problem, said be-
fore his 2007 election that he wanted
better ways to measure discrimina-
tion, and in December he appointed a
commissioner for diversity. Algerian-
born Yazid Sabeg recently published
a report in which he recommended
that people be allowed to identify—
but not in a mandatory way—which
ethnic group they belong to on offi-
cial documents.

“We need to measure the nega-
tive situation that is the result of dif-
ferent appearances,” Mr. Sabeg said
in a recent interview in his office on
Paris’s Left Bank. “It’s very impor-
tant for France to get out of its fan-

tasy that there is no discrimination.”
A French education is highly val-

ued in former colonies, and salaries
are good relative to the cost of living.

In Morocco, former émigrés are
very welcome. Big European compa-
nies have been actively recruiting
French-educated staff for their
units there over the past three or
four years, says Jamal Belahrach,
president of the North African oper-
ations of job agency Manpower. The
recruits find they can rise faster in
their careers than they would have
in France—and are surprised to find
a country different from the one
their parents left. “There’s a genera-
tion who didn’t see Morocco in the
past, and now sees the modern Mo-
rocco,” he says.

Barka Biye’s parents had moved
to France from Morocco when she
was just two months old. Ms. Biye
graduated in law from the Univer-
sity of Paris, and then worked for
several years in insurance. In 2007,
she decided to look for a job in Mo-
rocco. She found one with a French
insurance company in Casablanca in
just two weeks.

“I thought I could play my part in
the evolution of a country going
through big changes,” she says. “Mo-
rocco is expanding fast, and the com-
panies who set up there want man-
agers educated in Europe and at the
same time capable of understanding
the country’s culture.”

When Ms. El Kahlaoui was job-
hunting in the late 1990s, she had
trouble finding an interesting job,
even though she held an undergradu-

ate degree in chemistry from the Uni-
versity of Paris and another in mar-
keting from ESSEC, an elite business
school.

When she asked a university ca-
reers adviser why she was having so
much trouble, the woman gave her
some advice: “She told me I had to
change my name and address,” says
Ms. El Kahlaoui. The problem: Her
name and address told potential em-
ployers she was from a typical North
African immigrant background.

In Casablanca, Ms. El Kahlaoui
started off working for French phar-
maceuticals company Pierre Fabre
and then German cosmetics group
Beiersdorf before joining a small re-
tail consultancy.

She says she’s happy in Morocco,
but being there makes her feel very
French. “I will come back ,” she says,
“but only when the system can gen-
erally accept people like me.”

Continued from first page

Immigrants leave France as employment opportunities recede

Europe’s appetite for Russian gas is likely to decline

U.S. court backs ruling against tobacco firms
Suit says industry
deceived the public;
appeal is planned
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A declining appetite 
Europe's natural-gas demand is shrinking as economies contract.

Heady theories on contours of Einstein’s genius

around $85 billion.
“The bottom line is Gazprom’s

revenues will fall 30% to 40% this
year,” said Jonathan Stern, director
of gas research at the Oxford Insti-
tute for Energy Studies. “We’ve
never had a decline in demand as
dramatic as this.”

Gazprom’s exports should start to
rise again later this year. The gas
price in its long-term supply con-
tracts is linked to the price of a basket
of oil products, but with a six- to nine-
month lag—so the price Gazprom
charges its customers will fall sharply
in a few months’ time. Many of them
are delaying purchases till then.

The gas monopoly could find it-
self under pressure from customers
to renegotiate some of those tradi-
tional long-term contracts, espe-
cially as alternative sources of gas
emerge. A wave of liquefied natural
gas from countries like Qatar will hit
global markets over the next two
years, much of it finding its way to

Europe. Many analysts expect rising
competition between LNG supplies
and pipeline gas.

“If the global recession lasts, or

the recovery is slow, the market will
be awash with LNG,” says Pierre Noël
of EPRG, an energy research group at
Cambridge University. “The timing

couldn’t be worse for Russia.”
Russia itself hasn’t helped. Its

reputation as a reliable energy sup-
plier was damaged by the gas cut-
offs of last winter and January
2006, though many in the industry
say Ukraine was equally to blame.
Mr. Medvedev’s hard-line rhetoric
at Friday’s summit will do little to re-
asssure Russia’s European partners.

The long-term picture is also far
from rosy for Gazprom. The EU has
set targets to reduce emissions of
greenhouse gases by 20% by 2020,
wants 20% of energy demand to be
sourced from renewables such as so-
lar and wind power, and has also set
a nonbinding goal of improving en-
ergy efficiency by 20% by 2020.

Many think the targets are too
ambitious. But if met, they could
transform Europe’s energy land-
scape. IHS Cambridge Energy Re-
search Associates says if the renew-
ables and energy-efficiency goals
are made mandatory and oil and gas
prices rebound next year, total natu-

ral-gas consumption across the EU
could drop 16% by 2020 and 35% by
2030.

In Berlin this week, E.ON’s Mr.
Reutersberg made a similar predic-
tion. If the EU’s goals are met, and if
the price of oil goes up to $100 a bar-
rel next year, European gas use in
2020 would be 22% lower than to-
day and import needs 5% lower, he
said. Meanwhile, the friction be-
tween Brussels and Moscow shows
no sign of abating. Gazprom has
been enraged by what it sees as a de-
liberate policy on the EU’s part of re-
ducing its reliance on Russian gas,
whether through efficiency sav-
ings, renewables or by diversifying
gas imports.

“The EU is ... prepared to do every-
thing it can to replace our gas with
gas from other sources,” Alexander
Medvedev, Gazprom’s deputy chief
executive, told the Berlin conference
this week. “It’s not Gazprom but Rus-
sophobe politicians who are the real
threat to Europe’s energy security.”

Continued from first page

By Brent Kendall

WASHINGTON—A U.S. federal
appeals court on Friday upheld ma-
jor points of a landmark ruling that
said the tobacco industry violated
federal racketeering laws in a

scheme to deceive the public about
the dangers of smoking.

A three-judge panel of the U.S.
Court of Appeals for the District of
Columbia Circuit rejected, however,
the Justice Department’s request
for additional penalties against ciga-
rette makers, including a proposal
that the tobacco industry fund a $10
billion national smoking-cessation
campaign.

Defendants in the case included
Altria Group Inc.’s Philip Morris,
Reynolds American Inc., British

American Tobacco PLC and Loril-
lard Inc.

Murray Garnick, an Altria senior
vice president, said the company dis-
agreed with the ruling and would ap-
peal. Altria could first ask for a re-
view of the case by the entire D.C. ap-
peals court. Representatives of the
other companies in the case
couldn’t be reached for a comment.

In a unanimous 92-page ruling,
the court said Friday that there was
ample evidence to conclude the to-
bacco industry intentionally de-

ceived the public about the harmful
and addictive effects of cigarette
smoking.

The court affirmed most of the
remedies imposed against tobacco
companies in 2006 by U.S. District
Judge Gladys Kessler following a
nine-month trial, including a ban on
promoting brands as “light” or “low
tar.” Judge Kessler’s ruling also re-
quired the industry to make correc-
tive public statements about the
health effects and addictiveness of
smoking.

“The court’s conclusions are not
supported by the law or the evi-
dence presented at trial, and we be-
lieve the exceptional importance of
these issues justifies further re-
view,” Altria’s Mr. Garnick said.

The case dates to 1999, when the
Clinton administration filed a fed-
eral racketeering lawsuit against
nine tobacco companies and two
trade associations, alleging they
had engaged in a 50-year conspiracy
to deceive the public about the dan-
gers of smoking.

samples with dozens of normal men
and women in her brain bank. Most
of his brain was unremarkable, but
she found that one area associated
with visual and spatial reasoning—
the inferior parietal region—was 15%
larger than normal. Even more un-
usual, his brain lacked a special fissure
there, effectively fusing two key brain
regions into one.

“I can’t prove that those were the
regions that Einstein was using when
he was thinking about relativity,” says

Dr.Witelson.“We suggested that anat-
omy could have given him an advan-
tage in three-dimensional thinking.”

No one knows whether the quirks
of Einstein’s brain structure were the
cause or effect of his genius. Some of
his gift, no doubt, was hereditary. But
his research required intense study,
and such concentrated effort can alter
the brain physically. Regular medita-
tion, for example, can increase the
size of brain areas that regulate emo-
tion, researchers at the University of
California, Los Angeles, Laboratory of

Neuroimaging reported this month in
the journal Neuroimage.

Indeed, a curious knob-like feature
that Dr. Falk saw in pictures of Ein-
stein’s motor cortex might be due to
his early musical training. It resem-
bled a structure detected in neural
studies of experienced pianists and vi-
olinists, caused by hand exercises.

“I wish Einstein were alive,” says
Dr. Falk, “and we could ask a little
more about how he thinks.”

Email to sciencejournal@wsj.com.

Continued from page 29
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British Airways swings to loss on weak demand
Higher fuel costs
add to pressures;
slack market is seen

By Kaveri Niththyananthan

U.K. flag carrier British Airways
PLC on Friday posted a full-year loss
driven by weak demand and higher
fuel costs, and Chief Executive
Willie Walsh warned that he sees no
signs the market is recovering.

The airline scrapped its dividend
after reporting a loss of £375 million
($596.5 million) for the 12 months
ended March 31, compared with a
profit of £712 million a year earlier.
The loss came as passenger and
cargo volumes slumped and fuel
costs rose 45% to £3 billion.

The airline said it would cut

costs further and take an additional
4% of capacity out of the market this
winter by grounding 16 planes. It ex-
pects to reduce fuel costs by
£400 million.

“The prolonged nature
of the global downturn
makes this the harshest
trading environment we
have ever faced and, with
no immediate improve-
ment visible, market condi-
tions remain challenging,”
Mr. Walsh said.

Mr. Walsh told report-
ers the airline wouldn’t
give a forecast because of
market uncertainty. In
early March, the airline
said that it expected revenue to de-
cline 5% in the year ending March 31,
2010.

The CEO said further job cuts
should be expected. The airline,

which now employs about 40,000
people, has already shed 2,500 jobs
since last summer and is offering all
staff unpaid leave as well as some
part-time work.

To help contain costs,
Mr. Walsh and Finance Di-
rector Keith Williams said
Friday that they will work
for no pay in July.

“I want everyone seri-
ously to consider these op-
tions. Personally, I don’t
want extra leave or to work
part-time. But I certainly
want to make a contribu-
tion in recognition of the
extremely challenging posi-
tion we face. This is no

stunt. I don’t easily give up anything
I have earned,” said Mr. Walsh, who
earns £735,000 a year. Mr. Williams
is paid £440,000 a year.

British Airways’ expansion plans

also remain stalled. It said its
merger talks with Spain’s Iberia
Líneas Aéreas de España SA, which
have been in progress for almost a

year, will still take several months
to conclude.
 —Steve McGrath

contributed to this article.
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By Stacy Meichtry

ROME—Italian fashion house Gi-
anni Versace SpA has called a board
meeting for Monday, when direc-
tors will discuss the expected depar-
ture of its chief executive, according
to people familiar with the matter.

Versace Chief Executive Gian-
carlo Di Risio will discuss his inten-
tions with the Versace family in the
meeting in Milan and could formally
tender his resignation in the days
that follow, said people familiar with
the matter. The board is also ex-
pected to review the findings of a re-
structuring plan drawn up by an ex-
ternal consultancy, they said.

According to people familiar with
the matter, designer Donatella
Versace, who owns 20% of the fash-
ion house, will be joined at the meet-
ing by her brother Santo Versace,
who holds a 30% stake in the firm.
Ms. Versace’s 22-year-old daughter,
Allegra Versace Beck, who holds a
50% stake, is studying for college ex-
ams in the U.S. and won’t attend the
meeting, one of the people familiar
with the matter said. However, two
legal representatives of Ms. Beck
who sit on the Versace board will be
present, the person said.

Challenges are acute for family-
owned luxury-goods companies that
lack the scale and financial muscle of
publicly traded rivals to ride out the
financial crisis. As profits slide, fam-
ily owners have begun to question
the strategies of executives who were
hired to boost growth during health-
ier times for the luxury market.

Mr. Di Risio and Ms. Versace have
been at odds for months over what
measures the Milan-based fashion
house should adopt to navigate the
global economic downturn, accord-
ing to the people familiar with the
matter. Mr. Di Risio has pushed
Ms. Versace to simplify her designs
so the house can sell clothes and ac-
cessories at lower prices, one of the
people familiar with the matter
said. The two have also clashed over
how to cut costs for some promo-
tional events, the people said.

Two months ago, the company
tapped consultancy Bain & Co. to
draw up a restructuring plan for the
house that will be presented to the
board Monday, the people said. Bain
didn’t return phone calls seeking
comment.

Versace board
prepares for exit
of chief executive
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GMAC says it needs $1 billion in cost cuts this year

WSJ.com

GM gets $4 billion in U.S. aid
Funds are for dealers and suppliers; Canadian auto union agrees to wage concessions

Obama’s fuel rules risk complicating rescues

General Motors took more U.S. aid as it tackled labor-cost cutting and brand sales
efforts in advance of a June deadline. Above, its Detroit headquarters last month.

By Neil King Jr.

WASHINGTON—The Obama ad-
ministration’s push to boost fuel-ef-
ficiency standards could complicate
its bid to revive two of the country’s
largest auto makers, making the
task both riskier and more costly.

Under a plan announced last
week, the administration intends to
impose rules mandating that U.S.
car makers raise overall fuel econ-
omy to 35.5 miles per gallon (15 kilo-
meters per liter) by 2016, up from
about 25 mpg.

Pulling that off could be particu-
larly hard for General Motors Corp.
and Chrysler LLC, the two companies
the administration is trying to save.
Both have for years drawn most of
their profits from large sport-utility
vehicles and pickup trucks, while hav-
ing less success marketing the sort of
cars envisioned under the stricter ef-
ficiency rules.

In the short term, GM and
Chrysler need to generate cash flow
by building and selling many more
of the comparatively fuel-thirsty ve-
hicles—pickups such as the Chevro-
let Silverado and Dodge Ram, and
family haulers such as the Chrysler
minivan and Chevrolet Traverse.

Meeting the administration’s
goals for more-efficient fleets will
cost GM, Chrysler and other auto
makers substantial sums.

GM warned last month in a gov-
ernment filing that the tightened
standards—then meant to take ef-
fect in 2020, instead of 2016—could
significantly disrupt its operations,
leading it to cut sales of its more
profitable models and ramp up pro-
duction of hybrid and electric cars.

GM said in the same filing that
complying with the new standards
would cost the U.S. auto industry at
least $100 billion.

Obama aides say there is no con-

flict between the administration’s
dual role as both a major investor in
GM and Chrysler, and a regulator of
the industry.

Retooling to meet the new stan-
dards will be expensive, Obama
aides acknowledge. The Energy De-
partment plans to grant $25 billion
in loan guarantees to support more-
efficient cars, including hybrids and
electrics. The climate bill now in the
House would double that amount to
$50 billion, a provision the White
House supports.

The White House insists that
the more-efficient technologies
will add no more than $1,300 to the
price of a car by 2016. Analysts at
the auto research firm Edmunds.
com dispute that math, pointing
out that within similar models to-
day, an extra 10 miles per gallon in
added mileage can add well over
$2,200 to the price.

The same analysts also pointed

out Thursday that a discrepancy ex-
ists between the fuel-efficiency num-
bers put out by the administration—
known as the corporate average fuel
economy, or CAFE—and the numbers
issued by the Environmental Protec-
tion Agency. The difference could be
confusing for consumers as they try
to figure out whether new models
meet the government’s aspirations.

Under the CAFE numbers, car
fleets are supposed to average 39
mpg in 2016. But that is comparable
to 29 mpg under the EPA figures con-
sumers will find on the stickers af-
fixed to new models.

CORPORATE NEWS

Bl
oo

m
be

rg
N

ew
s

By Sharon Terlep

And Norihiko Shirouzu

General Motors Corp. on Friday
said it received $4 billion in U.S.
aid, $1.4 billion more than it had
originally requested, as part of its
plan to pay suppliers and dealers be-
fore a June deadline.

The auto maker, already subsist-
ing on $15.4 billion in government
loans, previously had asked the
Treasury for an additional $2.6 bil-
lion before June 1 and $9 billion af-
ter that date for working-capital
needs.

Separately, GM reached a tenta-
tive cost-cutting deal with the Cana-
dian Auto Workers union Friday
that, along with a similar agree-
ment from GM’s major U.S. union,
paves the way for an expected bank-
ruptcy filing as soon as next week.

The union deals, which must be
ratified by workers, came amid
signs of progress Friday on a sale of
the auto maker’s European opera-
tions. GM is unlikely to consider a
Chinese auto maker’s interest in its
Opel unit because talks with others
are well along, said a person famil-
iar with the matter.

The auto maker is eager to wrap
up cost cuts that would allow it to
execute a quick bankruptcy restruc-
turing. GM, in a statement, said the
request reflects “updated timing of
when certain expenses would be in-
curred” and not additional funding.

The company’s shares fell 26%
in heavy volume Friday to $1.43 in 4
p.m. composite trading on the New
York Stock Exchange.

The labor agreements leave un-
secured bondholders as the major
impediment to any fast exit from
bankruptcy. Bondholders have op-
posed a plan to pay them 10% of
GM’s equity.

In Friday’s deal the CAW agreed
to freeze wages, increase employ-
ees’ share of medical costs and bar
pension rises until 2015. Thursday,
the United Auto Workers union

agreed to similar concessions for
GM’s U.S. workers.

CAW President Ken Lewenza
said Friday that a bankruptcy filing
by GM is now “very likely.” GM still
hopes for an out-of-court restruc-
turing but wouldn’t try to void the
deal in bankruptcy court, Mr. Le-
wenza said.

The Canadian government fol-
lowed President Barack Obama in
shooting down an earlier round of
concessions and demanding deeper
cuts as a condition of its support.
Mr. Lewenza said the government

agreed to the deal late Thursday.
“The consequences of saying no
would have been disastrous,” Mr.
Lewenza said. “Government sup-
port comes with a price. And, for us,
that price is a growing list of de-
mands.”

Workers were expected to vote
on the contract Sunday and Mon-
day. Mr. Lewenza said the deal will
save GM $8,600 Canadian dollars
(US$7,555) per member over the
life of the contract.

In another development, Ford
Motor Co. said it would extend to
June 26 the deadline for its hourly
workers to accept buyouts. The
deadline was Friday. The extension
could be a sign Ford hasn’t
achieved a desired level of acceptan-
ces.

Separately, GM signaled it was
unlikely to consider a Chinese auto
maker’s interest in Opel, according
to a person familiar with the mat-
ter. A letter expressing interest in
the operation was received Thurs-
day. It didn’t include a specific of-
fer, that person said. He declined to
identify the auto maker.

GM has bids from three parties
and considers the process too far
along to reopen, the person said. Ita-
ly’s Fiat SpA submitted a formal of-
fer for Opel and Vauxhall. It plans to
integrate GM’s European, Latin
American and South African opera-
tions into a global alliance with its
own auto unit and Chrysler.

By Aparajita Saha-Bubna

And Dan Fitzpatrick

GMAC LLC has told employees it
needs to cut $1 billion in costs, or
20% of its expenses, by year’s end, as
the auto lender hopes a restructur-
ing will get it through the crisis and
return it to profitability, said people
familiar with the matter.

Leading the effort is Christopher
Marshall, brought in this past week
as a senior adviser to GMAC Chief Ex-
ecutive Al de Molina. The 49-year-
old Mr. Marshall is well-known on

Wall Street, most recently as a se-
nior adviser with private-equity
firm Blackstone Group.

The cost-cutting effort could fun-
damentally reshape Detroit-based
GMAC, the lending affiliate of Gen-
eral Motors Corp., and test a culture
heavily influenced by GM. Mr. Mar-
shall is being asked to examine ev-
ery part of the business, looking at
possible structural changes and as-
set sales, as well as ways to make the
lender more efficient. The effort to
reduce expenses at GMAC follows a
separate $1 billion restructuring

last year of its mortgage unit, Resi-
dential Capital LLC.

GMAC converted to a bank hold-
ing company last year as it accepted
federal bailout funds and recently
announced a new name for its online
bank, Ally Bank. GMAC suffered a
net loss of $675 million in the first
quarter, widening from a $589 mil-
lion loss a year earlier.

The U.S. Treasury Department
confirmed Thursday it will inject
$7.5 billion in GMAC, which needs to
figure out by June 8 how it will fill
an $11.5 billion equity hole. The Trea-

sury investment includes $4 billion
earmarked for loans to Chrysler
LLC dealers and consumers. The re-
maining $3.5 billion will go to
strength GMAC’s capital position.

The Treasury also said it would
swap $884 million of its existing pre-
ferred-stock investment for com-
mon stock, giving the government a
35.4% equity stake in the lender. This
stake could increase to more than
half if GMAC, amid potential mount-
ing losses and meager capital levels,
was to convert the government’s in-
vestments into common equity.

Online today
Neil King discusses the

Obama administration’s competing
efforts to both regulate and
boost the auto industry, at

WSJ.com/Video

By Alex P. Kellogg

DETROIT—The move by
Chrysler LLC to eliminate about a
quarter of its dealerships through a
bankruptcy-court filing is running
into opposition from lawmakers
and franchise owners, but the objec-
tions are unlikely to derail the com-
pany’s efforts to put dealers out of
business in the coming weeks.

A number of members of Con-
gress voiced concern over the clo-
sures.

Wednesday, Sen. John D. Rock-
efeller IV (D., W. Va.), wrote to
Chrysler, General Motors Corp. and
the Treasury Department, saying
the time frame for dealership clo-
sures in Chrysler’s case is “egre-
gious.” Sen. Kay Bailey Hutchinson
(R., Texas), introduced a proposal
Thursday to give dealers at least 60
days before they shut down, instead
of the 30 or so planned by Chrysler.

As part of its reorganization in
bankruptcy court, Chrysler last
week named 789 dealers that it
wants to drop from its network of
about 3,200 stores. It told the court
it wants those dealers to stop selling
its cars and trucks by about June 9.

GM said it plans to get rid of
roughly 1,100 dealers, a move that
suggests the auto maker is likely to
file for bankruptcy-court protection
on or after June 1.

So far, two groups representing
about 350 dealers have filed objec-
tions to Chrysler’s move.

A Chrysler executive on Thurs-
day defended the auto maker’s deci-
sion, arguing that if the company
didn’t sell most of its assets to Fiat
SpA as planned, all of its remaining
dealers would go out of business.
“The auto industry cannot support
the number of dealers in the market-
place,” said Steven J. Landry,
Chrysler’s marketing chief.

Legal experts said Chrysler deal-
ers face an uphill battle because
bankruptcy laws generally give
courts wide latitude to tear up con-
tracts such as dealer licenses. As a
result, many dealers are choosing
not to join the battle in bankruptcy
court, concluding the legal costs
would be high and the chances of
winning slim.

“The dealers I’ve spoken to…
don’t think it’s worth their time,”
said Scott Silverman of McCarter &
English LLP in Boston. He had ex-
pected some dealers to hire him to
fight for survival. But “the few deal-
ers that we are working with right
now aren’t even sure they want to be
saved,” Mr. Silverman said.

Mr. Silverman and other attor-
neys working with dealers said
many of their clients are focusing on
landing other franchises or selling
or making some other use of the
land where their stores are located.

Bob Archer owns three Chrysler
franchises in metropolitan Houston
that are supposed to close, and his
brother Jim Archer Jr. owns a
fourth, which is also on the closures
list. But while Bob Archer is among
the dealers who are objecting to
Chrysler’s move, his brother has de-
cided not to fight in court.

Jim Archer said that if the other
dealers prevail in bankruptcy court,
he would benefit even if he isn’t ac-
tively involved. Jim Archer’s dealer-
ship once employed 80 people, but
now he is down to just four staffers,
along with $8 million in vehicles in
his inventory.

Chrysler dealers
are likely to face
a difficult battle
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Nigeria’s Nollywood confronts real life
Film, TV industries
face rampant losses
from DVD piracy

By Robert Lee Hotz

Seeking signs of genius, a re-
searcher recently reconstructed the
shape of Albert Einstein’s brain with
techniques normally used to analyze
fossils. This mold of thought, she be-
lieves, reveals the imprint of a rare in-
telligence thattransformedourunder-
standing of space, time and energy.

By studying photographs of Ein-
stein’s brain taken at his death in

1955, paleoanthro-
pologist Dean Falk
at Florida State Uni-
versity identified a
dozen subtle varia-

tions in its surface that may have
heightened his ability to see physics
in a new way. Her research suggests
how the brain shaped the inner life of
the 20th century’s most famous
mind.

“Einstein’s brain is really un-
usual,” says Dr. Falk. “On the sur-
face at least, it looks different than
others. It’s suggestive.”

Like every human brain, Ein-
stein’s was an island universe of
thought.

The insights that revolutionized
physics were the product of 25 bil-
lion neurons linked by billions of con-
nections—an essence of intellect so
densely compacted that a thimble
full of brain matter normally holds
50 million neurons and a trillion syn-
apses. His ideas and impressions
raced through a maze of 150,000 kilo-
meters of insulated nerve fibers at

about 322 kilometers per hour .
No one knows exactly how intelli-

gence and originality arises from the
action of so many special cells. Re-
searchers at Drexel University in Phil-
adelphia and Northwestern Univer-
sity in Evanston, Ill., recently discov-
ered that patterns of electrical brain
activity, as measured by electroen-
cephalograms, usually are different
among creative thinkers than among
more methodical problem solvers.

An expert on ancient neural evolu-
tion, Dr. Falk is accustomed to study-
ing brains that no longer exist. She re-
viewed 25 autopsy photographs. She
could see that Einstein’s brain had an
unusual pattern of grooves and ridges
along its parietal lobes, suggesting a
rearrangement of areas associated
with mathematical, visual and spatial
cognition.

Although he published 300 scien-
tific papers, Einstein couldn’t easily
describe the way his mind worked.
“A new idea comes suddenly and in a
rather intuitive way,” he once said.
His thoughts moved “in a wildly spec-
ulative way.” As a theorist, he some-
times solved physics problems by
imagining himself riding alongside a
light beam or falling in an elevator. “I
rarely think in words at all. A thought
comes and I may try to express it in
words afterwards …I have no doubt
that our thinking goes on for the
most part without the use of signs
and, furthermore, largely uncon-
sciously.”

Told that many people only think

in words, he laughed.
By studying Einstein’s neural re-

mains, researchers like Dr. Falk pur-
sue an inquiry at the confluence of sci-
ence, folklore and medical history.
For a century, scientists have com-
pared famous brains in hopes of find-
ing the link between neural structure
and talent. It’s heady work. “The
brain is as close as we can get to the
physical essence of what makes us hu-
man,” she says.

To this end, Soviet scientists
once conducted top-secret studies
of Lenin’s brain, seeking in its dead

cells the intellectual seeds of social
revolution, says University of Hous-
ton political economist Paul Gre-
gory, who discovered the 1936 medi-
cal report hidden in Communist
Party archives. More recently, re-
searchers at the Institute of Medi-
cine in Juelich, Germany, took apart
the brain of a translator fluent in 60
languages, in hopes of finding the se-
cret of his exceptional language abil-
ity. In both cases, the findings were
inconclusive.

By itself, brain size is no true mea-
sure of intellect, comparative studies
confirm. Einstein’s brain weighed 1.2
kilograms, less than most men. The
brain of 1921 Nobel laureate Anatole
France weighed just under one kilo-
gram. At 1.4 kilograms, Lenin’s brain
was exactly average. The brain of Rus-
sian novelist Ivan Turgenev out-
weighed them all at two kilograms.

To understand the anatomical rea-
sons our mental capacities often dif-
fer, researchers must look instead for
subtle distinctions among neurons
and synapses in structures associated
with specific abilities. Nonetheless,
the effort to study Einstein’s brain
was controversial from the start.

When Einstein died in New Jersey
at the age of 76, an eccentric hospital
pathologist named Thomas Harvey
conducted a routine autopsy. But he
removed the physicist’s brain for
later study—apparently acting on
his own authority. He soaked it in pre-
servative and cut it into 240 pieces,
each containing about two tea-

spoons of cerebral tissue. He
mounted 1,000 slivers on micro-
scope slides for study.

It was decades, though, before Dr.
Harvey could persuade anyoneto seri-
ously examine them. Einstein’s brain
samples languished in a cider box next
to the beer cooler under his desk.

Not until 1985 did the first scien-
tific analysis appear. Pioneering neu-
roscientist Marion Diamond at the
University of California, Berkeley,
discovered that, in some tissue sam-
ples, Einstein’s brain had more cells
nurturing each neuron than normal.
These well-tended cells, located in a
region associated with mathemati-
cal and language skills, might help ex-
plain the physicist’s “unusual concep-
tual powers,” she speculates.

ThenDr. Harvey contacted neurop-
sychologist Sandra Witelson at Mc-
Master University in Hamilton, On-
tario. An authority on cognition and
comparative neuroanatomy, Dr. Witel-
son had assembled the world’s largest
collection of normal brains, all cross-
matched and cataloged by intelli-
gence tests and behavioral surveys
conducted while the donors were still
alive.

“Unannounced, he sent me pack-
ages—packets of slides— just ad-
dressed to me without a return ad-
dress,” Dr. Witelson recalls. “These
slides of Einstein’s brain kept coming
through the mail, unannounced and
uninsured.”

She compared Einstein’s brain
Please turn to page 31

By Will Connors

Lagos, Nigeria—Producer Paul Ju-
lius is confident that the tens of thou-
sands of dollars he has spent produc-
ing the soap opera “Tomorrow’s
Tears” will be recouped, no matter
the electricity shortages, lack of in-
vestors or grease-palmed govern-
ment officials hampering his shoot-
ing schedule.

Fighting to be heard over a steady
stream of traffic and actors complain-
ing about the lack of food, money and
air conditioning, Mr. Julius ex-
plained the plot of his soap, which he
hopes to sell to local TV stations. “I
changed the subject from the normal
stuff: blood, magic, stepmothers,
etc.,” he said. “This is going to be
about real-life issues.”

Mr. Julius is an up-and-coming
player in Nigeria’s film and televi-
sion industry, known as Nollywood,
which has grown from its infancy in
the 1980s into the one of the world’s
biggest movie industries, but is fac-
ing some real-life issues of its own.

In 2006, nearly 900 movies, al-
most all straight-to-video, were shot
in Nigeria, trailing only India and al-
most doubling Hollywood’s total for
the same year, according to a Unesco
report released this month. Cur-
rently around 40 movies are shot ev-
ery month in Lagos, Nigeria’s com-
mercial capital, not counting the doz-
ens of television dramas that are also
shot here. The industry generates an
estimated $250 million a year, and is

popular throughout Africa and immi-
grant enclaves in Europe and the U.S.

But rampant piracy means sub-
stantial losses for producers and di-
rectors already operating on tight
budgets. Understaffed and bribe-
ready police means copyright en-
forcement is minimal. Inadequate
roadways inhibit a small distribution
network itching to grow. Constant
electricity outages stall production
schedules. These problems threaten
to derail the industry.

Nigeria’s messy and often corrupt
oil industry drives much of what hap-
pens in this country. It is the biggest
oil producer in Africa, and as much as

95% of the country’s export earnings
come from oil. Nigeria has taken in
roughly $400 billion in oil-generated
revenue since 1970 but the standard
of living for most Nigerians has actu-
ally decreased.

Nonetheless, the country’s resi-
dents have an impressive appetite
for movies. The most successful Nol-
lywood movies are often melodra-
mas like “Living in Bondage” and
“Domitilla,” filled with adultery, brib-
ery and elements of local mysticism.

A comedy, however, may have
given Nollywood its best chance at in-
ternational exposure. “Usuofia in Lon-
don,” about a Nigerian man who lands

in the big city straight from his native
village, may be the best-selling Nolly-
wood movie to date, with an esti-
mated 500,000 copies sold. Only a
handful of Nigerian movies have made
it to international film festivals, such
as “The Rivals,” directed by Aquila
Njamah, which was shown at the New
York International Independent Film
and Video Festival in 2007.

Most Nigerian movies are pro-
duced fast and cheap, shot in a few
weeks for $15,000 to $25,000, then
roughly edited and handed off to mar-
keters and eventually street-side ven-
dors, or video clubs, as they are
known locally. Financiers, usually
friends or family members of the pro-
ducer or director, want to see their in-
vestments recouped and care little
for artistic exploration or high-qual-
ity technical effects.

Directors are under pressure to
keep each movie on schedule and un-
der budget. Profits, when made, are
small. Producers estimate that as
much as 70% of their yearly revenue
is lost to piracy. “I would say the big-
gest challenge facing the industry at
the moment is lack of structure, and
a high level of informality,” said
Emeka Mba, the chairman of the Na-
tional Film and Video Censors Board,
the Nigerian movie industry’s main
regulatory body.

There is no formal distribution
network for Nollywood producers. A
finished movie in Lagos is burned
onto around 15,000 DVDs with no
copy protection and released into
the market. If it’s a hit, demand
swells. Vendors need more copies.
But the producers often can’t keep
up. So the movie is copied by pirates
and thrown back into the market.
The producer can only hope he made
back his investment in time.

“We’ve been crying to the govern-

ment. If these things are not checked
now, Nollywood will go into extinc-
tion,” said Cosmas Ndulue, 42, a pro-
ducer and owner of one of only two
indigenous DVD manufacturing com-
panies in Nigeria.

Industry officials and government
agencies have started paying closer at-
tention to piracy, but so far there
hasn’t been much of an effect. A re-
cent police raid on a well-known DVD-
copying operation resulted in a brief
confrontation between police and pi-
racy-ring leaders. The pirates stood
their ground and burned a police
truck, then went back to work making
knock-off Nollywood copies. The only
repercussion for the offenders? A bill
for the damage to the police vehicle.

As piracy takes a larger and larger
chunk of the profits, finding enough
money to shoot a movie is becoming
even more of a challenge. Chico Ejiro,
a producer and director, has been
struggling to find financing for his
movies. A few years ago, during the
shooting of his movie “Sisters on the
Run,” he sold his car to keep the pro-
duction afloat. This year he con-
vinced a local bank to sponsor “100
Days in the Jungle,” a film about ab-
duction and village lore, but it was a
flop and Mr. Ejiro says the bank
quickly soured on Nollywood.

Mr. Julius, despite his production
headaches, is optimistic about the fu-
ture of Nollywood, as are most indus-
try players. While watching two of
his actors struggle to finish a scene
on a busy Lagos street, Mr. Julius
was looking forward to a compli-
cated shoot that would involve a sub-
stantial police convoy, hundreds of
extras, and foreign actors.

“I need someone to play the Brit-
ish prime minister in the big scene
we’re shooting this weekend,” Mr. Ju-
lius said, eyeing a reporter up and
down. “Am I looking at him?”

Paul Julius is a producer in Nigeria’s film industry, which is experiencing growing pains.

Heady theories on the contours of Einstein’s genius

MARKETPLACE

Scientists look to Einstein in hunt for
links between brain structure and genius.
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Brixton PLC’s double-decker X2 warehouse. The company owns nearly 1.8 million
square meters of U.K. industrial and warehouse property.

Segro approaches Brixton over a buyout
U.K. property firm
weighs move to buy
smaller, ailing rival

By Anita Likus

And Jonathan Buck

LONDON—U.K. industrial prop-
erty developer and investor Segro
PLC said it has made a preliminary
approach to buy troubled Brixton
PLC in a potential all-share deal.

Segro, which has a market capi-
talization of £1.47 billion ($2.33 bil-
lion), said Friday that any offer
would be in the form of its shares,
but reserved the right to introduce
other payment options.

Shares in the much-smaller Brix-
ton have lost about four-fifths of
their value over the past 12 months
amid a selloff in the U.K. property
market and concerns about its fi-
nancing. Its shares soared 24% Fri-
day to 61.75 pence.

Brixton said earlier Friday that
it was in talks with a few parties
that could lead to possible offers

for the company. It said the discus-
sions were at an early stage and
there could be no certainty that any
offer would be made.

Selling the company might be
the only option for Brixton’s share-
holders because it is expected to
breach its debt covenants at the
June 30 valuation unless it raises
£250 million in new equity and sells

more assets. Debt covenants are
terms written into bank documents
specifying minimum levels of cash
and interest coverage and maxi-
mum levels of debt and capital ex-
penditure. A breach can constitute
a default.

While the tie-up would make
sense strategically, Segro doesn’t
have sufficient funds to deal with

the combined debt of both compa-
nies, industry experts said.

Segro’s debt stood at £2.53 bil-
lion as of March 31, but the company
said in April it had reduced it to
£2.03 billion following a rights is-
sue. Brixton reported £862.2 million
of net debt as of the end of last year.

The companies’ operations com-
plement each other. Segro provides
industrial space and offices across
Europe, while Brixton focuses on in-
dustrial space and warehouses and
operates only in the U.K.

Brixton owns nearly 1.8 million
square meters of U.K. industrial
and warehouse property. Of that
amount, 72%, by value, is located
around Heathrow Airport and the
nearby Park Royal area, where land
supply is constrained.

Brixton’s wholly owned portfo-
lio is valued at £1.6 billion and it has
about £650 million of debt ap-
proaching maturity. Its most press-
ing repayments are a £275 million
bond and a £370 million bank facil-
ity, which mature by the end of
2010.

The company sold four indus-
trial units for £70.25 million earlier

this month at 19% below book
value, but industry experts warned
that the company would have to
sell some prime properties to raise
enough cash.

Brixton said its board continued
to consider options to provide addi-

tional financial flexibility. Those op-
tions include a restructuring of the
company’s debt arrangements, a po-
tential equity raising and further
asset disposals.
 —Ainsley Thomson

contributed to this article.

CORPORATE NEWS

Selling the company
might be the only
option for Brixton’s
shareholders.
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St Andrews Links is a registered trademark of St Andrews Links Limited.

Allianz. Financial solutions from A-Z

Allianz is privileged to become the Global Partner of St Andrews Links.
Discover its spirit on www.allianz.com/SAL

Six hundred years after inventing
the game, St Andrews Links has
chosen someone to play with.

Allianz is a registered trademark of Allianz SE, Germany. Allianz SE is the parent company of entities around
the world. The range of services in different markets may vary.

T H E WA L L ST R E ET JO U R NA L . MONDAY, MAY 25, 2009 5

Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

3.39% 11 World -a % % 180.50 0.40%–37.6% 5.11% 10 U.S. Select Dividend -b % % 496.36 0.09%–36.2%

2.38% 12 Global Dow 1079.80 –1.28% –32.7% 1604.22 0.31% –40.3% 4.79% 14 Infrastructure 1189.60 –0.55% –28.1% 1586.63 1.04% –36.2%

3.58% 20 Stoxx 600 207.00 –0.27% –35.1% 216.28 1.33% –42.4% 2.33% 7 Luxury 677.20 –0.99% –28.2% 803.16 0.60% –36.3%

3.74% 16 Stoxx Large 200 221.80 –0.25% –35.2% 230.54 1.35% –42.5% 1.62% 9 BRIC 50 342.20 –0.16% –31.4% 456.46 1.44% –39.2%

2.76% -24 Stoxx Mid 200 190.90 –0.29% –34.3% 198.39 1.31% –41.7% 4.60% 13 Africa 50 682.30 –0.09% –37.6% 605.79 1.52% –44.6%

2.97% 21 Stoxx Small 200 120.20 –0.51% –34.0% 124.84 1.09% –41.5% 4.09% 6 GCC % % 1286.05 0.07% –56.1%

3.56% 16 Euro Stoxx 226.30 0.20% –37.0% 236.43 1.81% –44.2% 5.35% 10 Sustainability 675.90 –0.81% –31.3% 798.33 0.78% –39.1%

3.68% 13 Euro Stoxx Large 200 240.50 0.22% –37.3% 249.73 1.83% –44.3% 2.76% 11 Islamic Market -a % % 1573.93 0.50% –34.4%

2.96% -17 Euro Stoxx Mid 200 214.90 0.34% –36.1% 223.05 1.95% –43.3% 3.10% 10 Islamic Market 100 1431.40 –1.37% –23.1% 1713.71 0.22% –31.8%

3.04% 14 Euro Stoxx Small 200 130.90 –0.48% –35.7% 135.75 1.12% –42.9% 3.10% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1170.90 –0.50% –47.6% 1401.80 1.10% –53.5% 2.34% 11 DJ U.S. TSM % % 9068.67 –0.17% –35.0%

5.34% 9 Euro Stoxx Select Div 30 1352.60 0.03% –50.2% 1625.58 1.63% –55.8% % DJ-UBS Commodity 118.80 –0.63% –38.1% 120.65 0.97% –45.0%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.2747 2.0242 1.1727 0.1704 0.0410 0.2013 0.0135 0.3238 1.7836 0.2395 1.1328 ...

 Canada 1.1253 1.7869 1.0352 0.1505 0.0362 0.1777 0.0119 0.2858 1.5745 0.2114 ... 0.8828

 Denmark 5.3223 8.4517 4.8965 0.7117 0.1713 0.8404 0.0562 1.3519 7.4472 ... 4.7298 4.1753

 Euro 0.7147 1.1349 0.6575 0.0956 0.0230 0.1128 0.0076 0.1815 ... 0.1343 0.6351 0.5607

 Israel 3.9370 6.2520 3.6221 0.5264 0.1267 0.6216 0.0416 ... 5.5088 0.7397 3.4988 3.0886

 Japan 94.6450 150.2963 87.0739 12.6554 3.0457 14.9440 ... 24.0399 132.4320 17.7829 84.1102 74.2490

 Norway 6.3333 10.0573 5.8267 0.8469 0.2038 ... 0.0669 1.6087 8.8619 1.1900 5.6283 4.9685

 Russia 31.0754 49.3477 28.5895 4.1552 ... 4.9067 0.3283 7.8932 43.4823 5.8388 27.6164 24.3787

 Sweden 7.4786 11.8760 6.8804 ... 0.2407 1.1808 0.0790 1.8996 10.4644 1.4052 6.6462 5.8670

 Switzerland 1.0870 1.7261 ... 0.1453 0.0350 0.1716 0.0115 0.2761 1.5209 0.2042 0.9660 0.8527

 U.K. 0.6297 ... 0.5793 0.0842 0.0203 0.0994 0.0067 0.1599 0.8811 0.1183 0.5596 0.4940

 U.S. ... 1.5880 0.9200 0.1337 0.0322 0.1579 0.0106 0.2540 1.3993 0.1879 0.8887 0.7845

Source: Thomson Reuters via WSJ Market Data Group

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

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

Corn (cents/bu.) CBOT 430.25 6.25 1.47% 826.00 314.00
Soybeans (cents/bu.) CBOT 1166.00 –9.00 –0.77% 1,650.00 779.00
Wheat (cents/bu.) CBOT 612.50 19.00 3.20 1,144.75 447.00
Live cattle (cents/lb.) CME 83.775 0.550 0.66 117.500 78.075
Cocoa ($/ton) ICE-US 2,420 40 1.68 3,220 1,932
Coffee (cents/lb.) ICE-US 135.00 –0.80 –0.59 181.60 106.60
Sugar (cents/lb.) ICE-US 15.70 0.08 0.51 16.03 9.97
Cotton (cents/lb.) ICE-US 57.11 0.33 0.58 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,521.00 22 0.88 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,611 14 0.88 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,516 –23 –1.49 2,314 1,434

Copper (cents/lb.) COMEX 209.75 4.65 2.27 372.00 129.95
Gold ($/troy oz.) COMEX 958.90 7.70 0.81 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1469.50 25.00 1.73 2,170.00 690.00
Aluminum ($/ton) LME 1,441.00 –24.00 –1.64 3,340.00 1,288.00
Tin ($/ton) LME 13,700.00 200.00 1.48 24,200.00 9,750.00
Copper ($/ton) LME 4,590.00 71.00 1.57 8,811.00 2,815.00
Lead ($/ton) LME 1,425.00 5.00 0.35 2,225.00 870.00
Zinc ($/ton) LME 1,492.00 22.00 1.50 2,169.00 1,065.00
Nickel ($/ton) LME 12,640 390 3.18 24,530 9,000

Crude oil ($/bbl.) NYMEX 61.67 0.62 1.02 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5642 0.0085 0.55 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.8107 0.0389 2.20 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.636 –0.090 –2.42 11.981 3.395
Brent crude ($/bbl.) ICE-EU 60.78 0.85 1.42 143.31 42.62
Gas oil ($/ton) ICE-EU 479.50 2.75 0.58 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 22
Per In

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

Argentina peso-a 5.2279 0.1913 3.7363 0.2676

Brazil real 2.8303 0.3533 2.0228 0.4944
Canada dollar 1.5745 0.6351 1.1253 0.8887

1-mo. forward 1.5743 0.6352 1.1251 0.8888
3-mos. forward 1.5736 0.6355 1.1246 0.8892
6-mos. forward 1.5726 0.6359 1.1239 0.8898

Chile peso 785.54 0.001273 561.40 0.001781
Colombia peso 3085.35 0.0003241 2205.00 0.0004535
Ecuador US dollar-f 1.3993 0.7147 1 1
Mexico peso-a 18.4438 0.0542 13.1812 0.0759
Peru sol 4.1915 0.2386 2.9955 0.3338
Uruguay peso-e 32.952 0.0303 23.550 0.0425
U.S. dollar 1.3993 0.7147 1 1
Venezuela bolivar 3.00 0.332822 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7836 0.5607 1.2747 0.7845
China yuan 9.5473 0.1047 6.8232 0.1466
Hong Kong dollar 10.8466 0.0922 7.7518 0.1290
India rupee 65.7088 0.0152 46.9600 0.0213
Indonesia rupiah 14370 0.0000696 10270 0.0000974
Japan yen 132.43 0.007551 94.65 0.010566

1-mo. forward 132.39 0.007554 94.61 0.010569
3-mos. forward 132.30 0.007559 94.55 0.010576
6-mos. forward 132.15 0.007567 94.44 0.010589

Malaysia ringgit-c 4.8841 0.2047 3.4905 0.2865
New Zealand dollar 2.2563 0.4432 1.6125 0.6202
Pakistan rupee 112.080 0.0089 80.100 0.0125
Philippines peso 65.583 0.0152 46.870 0.0213
Singapore dollar 2.0176 0.4956 1.4420 0.6935
South Korea won 1739.69 0.0005748 1243.30 0.0008043
Taiwan dollar 45.623 0.02192 32.605 0.03067
Thailand baht 48.043 0.02081 34.335 0.02912

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

Euro zone euro 1 1 0.7147 1.3993
1-mo. forward 1.0003 0.9997 0.7149 1.3988
3-mos. forward 1.0008 0.9992 0.7153 1.3981
6-mos. forward 1.0016 0.9984 0.7158 1.3970

Czech Rep. koruna-b 26.673 0.0375 19.063 0.0525
Denmark krone 7.4472 0.1343 5.3223 0.1879
Hungary forint 280.23 0.003569 200.27 0.004993
Norway krone 8.8619 0.1128 6.3333 0.1579
Poland zloty 4.4011 0.2272 3.1453 0.3179
Russia ruble-d 43.482 0.02300 31.075 0.03218
Sweden krona 10.4644 0.0956 7.4786 0.1337
Switzerland franc 1.5209 0.6575 1.0870 0.9200

1-mo. forward 1.5205 0.6577 1.0866 0.9203
3-mos. forward 1.5193 0.6582 1.0858 0.9210
6-mos. forward 1.5170 0.6592 1.0841 0.9224

Turkey lira 2.1586 0.4633 1.5427 0.6482
U.K. pound 0.8811 1.1349 0.6297 1.5880

1-mo. forward 0.8813 1.1347 0.6298 1.5878
3-mos. forward 0.8814 1.1345 0.6299 1.5875
6-mos. forward 0.8818 1.1341 0.6302 1.5869

MIDDLE EAST/AFRICA
Bahrain dinar 0.5275 1.8957 0.3770 2.6526
Egypt pound-a 7.8757 0.1270 5.6285 0.1777
Israel shekel 5.5088 0.1815 3.9370 0.2540
Jordan dinar 0.9910 1.0091 0.7083 1.4119
Kuwait dinar 0.4035 2.4786 0.2883 3.4681
Lebanon pound 2109.37 0.0004741 1507.50 0.0006634
Saudi Arabia riyal 5.2474 0.1906 3.7502 0.2667
South Africa rand 11.6061 0.0862 8.2945 0.1206
United Arab dirham 5.1390 0.1946 3.6727 0.2723

SDR -f 0.9060 1.1037 0.6475 1.5444

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 20 EUROPE DJ Stoxx 600 207.01 –0.56 –0.27% 5.1% –35.1%

 13 DJ Stoxx 50 2094.25 –4.51 –0.21 1.4% –33.9%

 16 Euro Zone DJ Euro Stoxx 226.29 0.45 0.20% 1.6% –37.0%

 14 DJ Euro Stoxx 50 2433.52 9.80 0.40 –0.7% –34.7%

 8 Austria ATX 2053.88 –53.00 –2.52 17.3% –53.0%

 13 Belgium Bel-20 2064.64 8.27 0.40 8.2% –43.8%

 8 Czech Republic PX 925.8 –2.3 –0.25 7.9% –44.6%

 16 Denmark OMX Copenhagen 286.31 unch. Closed 26.6% –32.6%

 12 Finland OMX Helsinki 5781.22 –208.91 –3.49 7.0% –40.1%

 11 France CAC-40 3227.97 10.56 0.33 0.3% –34.6%

 19 Germany DAX 4918.75 18.08 0.37 2.3% –29.2%

 … Hungary BUX 15261.25 42.85 0.28 24.7% –32.1%

 8 Ireland ISEQ 2697.98 –16.88 –0.62 15.1% –55.5%

 9 Italy S&P/MIB 20007 124 0.62 2.8% –39.1%

 9 Netherlands AEX 260.14 1.12 0.43 5.8% –45.6%

 9 Norway All-Shares 332.98 –7.49 –2.20 23.2% –44.2%

 17 Poland WIG 29399.62 –281.74 –0.95 8.0% –36.9%

 12 Portugal PSI 20 7230.80 54.89 0.76 14.0% –33.1%

 … Russia RTSI 1013.37 12.01 1.20% 60.4% –58.4%

 8 Spain IBEX 35 9308.6 83.3 0.90 1.2% –31.4%

 15 Sweden OMX Stockholm 241.72 –4.22 –1.72% 18.4% –25.0%

 10 Switzerland SMI 5409.26 –100.01 –1.82 –2.3% –27.5%

 … Turkey ISE National 100 35014.50 293.95 0.85 30.3% –12.4%

 10 U.K. FTSE 100 4365.29 19.82 0.46 –1.6% –28.3%

 11 ASIA-PACIFIC DJ Asia-Pacific 102.11 –0.31 –0.30 9.1% –34.0%

 … Australia SPX/ASX 200 3761.6 –52.3 –1.37 1.1% –34.8%

 24 China CBN 600 22349.90 –42.92 –0.19 51.4% –23.0%

 15 Hong Kong Hang Seng 17062.52 –136.97 –0.80 18.6% –31.0%

 17 India Sensex 13887.15 150.61 1.10 43.9% –16.6%

 … Japan Nikkei Stock Average 9225.81 –38.34 –0.41 4.1% –34.2%

 … Singapore Straits Times 2245.27 34.30 1.55 27.5% –28.1%

 11 South Korea Kospi 1403.75 –17.90 –1.26 24.8% –23.2%

 13 AMERICAS DJ Americas 232.07 0.30 0.13 2.6% –36.1%

 … Brazil Bovespa 50568.49 481.16 0.96 34.7% –29.2%

 16 Mexico IPC 24093.24 271.98 1.14 7.7% –22.5%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 22, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.40% 13 ALL COUNTRY (AC) WORLD* 238.21 –1.71% 4.6% –37.9%

3.40% 14 World (Developed Markets) 937.59 –1.67% 1.9% –37.9%

3.10% 14 World ex-EMU 109.95 –1.52% 2.2% –36.2%

3.20% 15 World ex-UK 936.06 –1.59% 1.3% –37.2%

4.20% 12 EAFE 1,280.63 –1.50% 3.5% –40.1%

3.40% 10 Emerging Markets (EM) 740.96 –2.00% 30.7% –37.8%

4.70% 10 EUROPE 72.44 –1.98% 4.3% –35.8%

5.10% 10 EMU 142.55 –2.46% 0.3% –45.7%

4.50% 12 Europe ex-UK 79.58 –1.85% 2.6% –35.8%

5.80% 9 Europe Value 81.07 –2.37% 4.6% –39.1%

3.70% 11 Europe Growth 62.90 –1.60% 4.1% –32.7%

4.00% 10 Europe Small Cap 126.38 –1.61% 25.2% –34.6%

3.60% 5 EM Europe 212.41 –4.76% 33.7% –47.4%

5.30% 8 UK 1,291.28 –2.78% –1.8% –28.6%

3.40% 10 Nordic Countries 117.88 –0.43% 20.2% –35.9%

2.70% 4 Russia 581.24 –6.01% 41.0% –57.1%

4.40% 9 South Africa 599.65 –2.90% 3.6% –19.7%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 310.49 –1.16% 25.5% –36.8%

2.20% 25 Japan 547.15 –0.59% 3.2% –36.5%

2.70% 11 China 50.82 –0.99% 24.6% –32.4%

1.50% 14 India 540.92 –1.95% 46.5% –24.0%

1.70% 14 Korea 386.53 –1.05% 25.9% –24.2%

5.90% 13 Taiwan 246.79 –0.04% 42.3% –28.3%

2.60% 19 US BROAD MARKET 976.28 –1.69% –0.6% –35.2%

1.80% -56 US Small Cap 1,261.90 –1.65% 1.2% –33.3%

3.80% 12 EM LATIN AMERICA 2,841.78 –3.08% 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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U.S. airline that trained
pilots is accused of lapses

By Alex Roth

The U.S. House of Representatives
approved a bill that would make it eas-
ier to unionize FedEx Corp. workers,
prompting the company to renew its
threat to holdoff buyingbillions of dol-
lars of new planes if the bill becomes
law.

Supporters of the bill, including
the Teamsters and FedEx’s biggest ri-
val, United Parcel Service Inc., ap-
plaudedThursday’s vote. But the mea-
sure faces a difficult climb in the Sen-
ate. A similar bill passed the House in
2007 but died in the Senate.

The vote represents the latest
chapter in a battle over whether some
100,000 FedEx Express drivers and
other employees should remain gov-
erned by the federal Railway Labor
Act, written decades ago to limit
strikes at railroads and airline compa-
nies. The House bill would remove the
drivers from the jurisdiction of the
Railway Labor Act and place the driv-
ers under the National Labor Rela-
tionsAct, which allows unions to orga-
nize companies on a location-by-loca-
tion bases.

Unlike FedEx Express, UPS,
which is unionized, is governed by
the National Labor Relations Act.
The reason is a quirk of history;
FedEx was initially formed as an air-

line and UPS was initially formed as
a trucking company. Today, both
companies operate their own air-
lines and fleet of trucks.

UPS argues that the current law
places it at a competitive disadvan-
tage. The current House bill was sup-
ported by the Teamsters and co-
sponsored by House Transportation
Committee Chairman James Ober-
star, a union ally.

“Employees performing the
same functions in the same jobs in
the same industry but at different
companies should be covered under
the same labor law,” said Malcolm
Berkley, a spokesman for the Atlanta-
based package delivery company.

In March, FedEx threatened to
cancel as many as 30 new orders for
Boeing Co. cargo planes if the bill be-
comes law.

FedEx spokesman Maury Lane
on Thursday called the bill a “legisla-
tive bailout” for “profit-laden UPS.”
Mr. Lane also reiterated that if the
bill becomes law, FedEx “will not
purchase the additional 30 planes
due to economic uncertainty that it
could create in our business model.”

The U.S. Senate has yet to intro-
duce its own version of the bill. The
provision concerning FedEx and
UPS is part of a larger bill that would
authorize $70 billion for the Federal
Aviation Administration over the
next four years.

FedEx labor bill moves ahead
Measure would ease
unionization effort;
threat to plane orders

CORPORATE NEWS

By Andy Pasztor

And Susan Carey

An airline that has trained many
of the U.S.’s commuter pilots—in-
cluding the captain of the Continen-
tal Connection flight that crashed
near Buffalo, N.Y., in February—
faces a possible $1.3 million govern-
ment penalty for alleged crew sched-
uling and maintenance violations.

The Federal Aviation Administra-
tion accuses Gulfstream Interna-
tional Airlines Inc. of faulty record
keeping and substandard aircraft
maintenance. Congressional investi-
gators, who conducted their own
probe into the airline, allege the
company falsified flight time
records and forced crews to fly more
hours than federal rules permit.

The carrier, and its affiliate, Gulf-
stream Training Academy, provided
training and initial airline experi-
ence to Marvin Renslow, the captain
of Continental Connection Flight
3407. Fifty people died in the Feb. 12
crash of the plane. The FAA has noti-
fied Gulfstream that it could face the
penalty, giving Gulfstream 30 days
to respondto the allegations,accord-
ing to a filing Gulfstream made with
the Securities and Exchange Com-
mission earlier this month. After
that period, the FAA will decide
whether to assess the penalty.

Robert Brown, chief financial of-
ficer of Gulfstream International
Group Inc., the parent company of
both the airline and the training
academy, said Thursday that the
company intends to submit evidence
refuting the alleged FAA infractions.
He said the company would offer ad-
ditional information to demonstrate
that no violations occurred. Mr.
Brown declined to comment further
andreferred questions to the compa-
ny’s chief executive, David Hackett,
who didn’t return calls.

Capt. Renslow had flunked a num-
ber of proficiency checks as a pri-
vate pilot and while training at Gulf-
stream, and he failed at least one
other flight test while he was at Col-
gan Air Inc., the airline that oper-
ated Flight 3407, according to the
National Transportation Safety
Board.

Investigators say all of the
plane’s systems appeared to have
been functioning well and that the
crash was the result of pilot error.
They are examining whether Capt.
Renslow was adequately trained on
emergency equipment installed to
protect against an aerodynamic
stall on the Bombardier Q400 turbo-
prop plane, according to testimony.

Pilots in the two previous fatal
U.S. commuter crashes—both
caused by pilot error—also spent
time at either Gulfstream Interna-
tional Airlines or Gulfstream’s train-
ing operations, according to reports
by the NTSB.

The FAA said Gulfstream Acad-
emy relinquished its certificate as an
FAA-approved flight training school
May 12, the day the NTSB opened a
public hearing on the Buffalo crash.
Not having the certificate limits the
type of training the academy can of-
fer.

The proposed FAA penalty and
other troubles confronting Gulf-
stream, of Fort Lauderdale, Fla., re-
flect broader concerns about the
safety of commuter airlines, which
account for 51% of all commercial
U.S. flights. Gulfstream Internation-
al’s shares Thursday were up 2.1% to
close at $2.90 on the American Stock
Exchange. The shares are up 93% for
the year to date.

Major carriers increasingly rely on
commuter airlines to ferry passen-
gers to airline hubs from smaller cit-
ies. Regulators and federal safety ex-
perts are examining whether pilots at
some of these commuter carriers re-
ceive sufficient training. They are
scrutinizing whether independent
training institutes such as Gulfstream
Academy produce pilots with suffi-
cient skill and experience to fly the
growing number of turboprops and
jets at these smaller airlines.

Some of the questions about Gulf-
stream go to the heart of another
safety concern: pilot fatigue. Gulf-
stream, which primarily serves Flor-
ida and the Bahamas, and some routes
throughCleveland,fliesroutesforCon-
tinental Airlines Inc., UAL Corp.’s
United Airlines and Delta Air Lines
Inc.’s Northwest Airlines unit.

According to congressional in-
vestigators, the FAA’s probe of Gulf-
stream Airlines was touched off last
summer by pilots who claimed they
had been fired or threatened after
they raised safety concerns about
flight schedules that exceeded the
maximum number of hours allowed
by federal regulations.

Some pilots claimed they had been
punished for refusing to fly substan-
dard aircraft, including planes alleg-
edly dispatched in stormy weather
with inoperative systems such as
weather radar, according to congres-
sionalinvestigators.TheHouseTrans-
portation and Infrastructure Com-
mittee, according to one of these in-
vestigators, began looking into the
allegations after some of the pilots
said their previous efforts to raise
the issue with the FAA’s office re-
sponsible for investigating so-
called whistle-blower complaints
had stalled.

House investigators interviewed
witnesses, who claim that Gulf-
stream engaged in systematic falsifi-
cation of records to cover up flight
schedules that exceeded maximum
hours allowed under federal rules.

One retired Gulfstream official, ac-
cording to a House investigator, al-
leged that when pilots were asked to
fly trips that they believed would put
them in violation of federal rules, air-
line schedulers routinely used a sec-
ond set of flight-schedule books to
hide the excess flight hours. The
House committee raised the issue
with the FAA last summer in re-
sponse to pilots’ concerns that their
allegations had not been properly vet-
ted by the FAA, according to congres-
sional investigators.

In response to questions from
The Wall Street Journal on Thurs-
day, the FAA said the alleged crew
overscheduling stemmed from a fail-
ure to accurately transfer data from
manually generated aircraft log-
book records to an electronic record-
keeping system. “The discrepancies
resulted in scheduling crew mem-
bers in excess of daily and weekly
flight-time limitations,” according
to an FAA release. An agency spokes-
woman said, “We didn’t find any evi-
dence of deliberate action” to falsify
records.

U.S. lawmakers advanced a bill that would make it easier to unionize FedEx
workers. Rosa Santiago sorts packages at a New York facility last December.

Gulfstream could face
a $1.3 million penalty
for alleged violations
of U.S. rules.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.10 $23.68 0.01 0.04%
Alcoa AA 26.80 8.86 –0.24 –2.64%
AmExpress AXP 12.10 23.40 –0.75 –3.11%
BankAm BAC 468.90 11.07 –0.34 –2.98%
Boeing BA 2.80 42.94 –0.35 –0.81%
Caterpillar CAT 14.00 34.31 –1.23 –3.46%
Chevron CVX 8.50 64.44 –0.03 –0.05%
Citigroup C 125.70 3.67 –0.05 –1.34%
CocaCola KO 11.90 47.30 0.62 1.33%
Disney DIS 10.40 23.70 0.47 2.02%
DuPont DD 5.30 27.77 0.47 1.72%
ExxonMobil XOM 18.00 68.83 0.44 0.64%
GenElec GE 51.60 13.10 –0.14 –1.06%
GenMotor GM 247.90 1.43 –0.49 –25.52%
HewlettPk HPQ 11.50 34.14 –0.08 –0.23%
HomeDpt HD 14.80 22.86 –0.03 –0.13%
Intel INTC 42.50 15.05 –0.13 –0.86%
IBM IBM 5.40 101.89 –0.93 –0.90%
JPMorgChas JPM 35.40 34.41 –0.49 –1.40%
JohnsJohns JNJ 7.10 54.77 –0.22 –0.40%
KftFoods KFT 9.20 25.46 0.53 2.13%
McDonalds MCD 10.40 57.08 1.39 2.50%
Merck MRK 14.30 26.17 0.05 0.19%
Microsoft MSFT 35.40 19.75 –0.07 –0.35%
Pfizer PFE 32.10 14.96 0.13 0.88%
ProctGamb PG 6.40 53.03 0.01 0.02%
3M MMM 3.60 56.07 –0.48 –0.85%
UnitedTech UTX 4.00 51.04 0.28 0.55%
Verizon VZ 9.20 28.81 –0.35 –1.20%
WalMart WMT 10.70 49.25 0.14 0.29%

Dow Jones Industrial Average P/E: 42
LAST: 8277.32 t 14.81, or 0.18%

YEAR TO DATE: t 499.07, or 5.7%

OVER 52 WEEKS t 4,202.31, or 33.7%

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

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

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

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

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

Rentokil Initial 1927  213 –18 –32 –136 C de Aho Y Monte de Piedad de Madrid 267 17 7 –4

Rhodia 865 –10 –46 –284 Grohe Hldg 1884 20 –377 –768

Smurfit Kappa Fdg  784 –6 –71 –28 Renault 355 22 –41 –4

Heineken  176 –6 –7 –24 ArcelorMittal Fin 575 23 –45 –250

EMI Group  713 –6 –29 –74 Norske Skogindustrier 1016 27 –15 –156

Invensys  187 –5 –11 –63 Corus Group 816 36 –327 –2240

Tomkins  248 –4 –35 –129 Contl 815 37 –92 –305

ISS Glob  769 –4 –31 –37 Stena Aktiebolag 936 42 –59 –169

PPR 292 –3 –38 –76 Rallye 1415 45 –63 –88

Swiss Reins  283 –3 –61 –224 TUI 1602 111 –87 –158

Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $24.1 8.28 4.43% –65.7% –73.3%

Rio Tinto U.K. General Mining 44.1 27.69 4.22 –56.0 –8.6

Anglo Amer U.K. General Mining 34.6 16.25 2.85 –51.8 –26.0

AXA S.A. France Full Line Insurance 38.3 13.11 2.50 –40.5 –52.1

BG Grp U.K. Integrated Oil & Gas 62.8 11.05 2.31 –15.7 52.5

Nokia Finland Telecomms Equipment $56.5 10.62 –6.02% –41.3 –38.0

UBS Switzerland Banks 42.5 15.74 –4.78 –43.7 –74.6

Credit Suisse Grp Switzerland Banks 50.3 46.16 –2.66 –13.6 –33.8

L.M. Ericsson Tel B Sweden Telecomms Equipment 26.3 65.80 –2.37 –17.4 –44.5

Novartis Switzerland Pharmaceuticals 106.2 43.66 –1.93 –19.5 –36.6

...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

Banco Santander 83.1 7.28 2.10% –41.4% –31.8%
Spain (Banks)
BNP Paribas S.A. 67.1 45.90 1.98 –32.5 –39.5
France (Banks)
BHP Billiton 50.4 14.22 1.79 –29.3 32.0
U.K. (General Mining)
Vodafone Grp 106.8 1.16 1.49 –29.3 –3.5
U.K. (Mobile Telecomms)
Banco Bilbao Viz 45.0 8.58 1.42 –39.8 –46.4
Spain (Banks)
E.ON 69.8 24.92 1.26 –42.9 –18.5
Germany (Multiutilities)
Unilever 42.0 17.50 1.13 –14.2 –2.7
Netherlands (Food Products)
ArcelorMittal 42.5 20.97 0.94 –66.7 ...
Luxembourg (Iron & Steel)
Intesa Sanpaolo 43.1 2.60 0.87 –37.5 –42.7
Italy (Banks)
Soc. Generale 31.6 38.92 0.84 –41.7 –66.3
France (Banks)
BASF 38.5 29.93 0.81 –35.9 –7.9
Germany (Commodity Chemicals)
Barclays 38.1 2.87 0.79 –23.7 –51.9
U.K. (Banks)
Tesco 43.8 3.51 0.75 –15.2 8.6
U.K. (Food Retailers & Wholesalers)
Iberdrola S.A. 42.2 6.04 0.67 –34.6 –4.5
Spain (Conventional Electricity)
UniCredit 40.4 1.83 0.66 –50.1 –64.1
Italy (Banks)
Deutsche Bk 37.8 47.32 0.65 –34.6 –48.4
Germany (Banks)
Deutsche Telekom 50.1 8.21 0.61 –23.7 –34.7
Germany (Mobile Telecomms)
France Telecom 61.0 16.69 0.57 –17.0 –2.4
France (Fixed Line Telecoms)
Assicurazioni Gen 31.4 15.91 0.57 –37.7 –37.0
Italy (Full Line Insurance)
BP 164.3 5.01 0.55 –20.5 –22.0
U.K. (Integrated Oil & Gas)

ENI 93.9 16.76 0.54% –36.4% –28.8%
Italy (Integrated Oil & Gas)
Siemens 67.6 52.89 0.51 –26.0 –22.7
Germany (Diversified Industrials)
SAP 51.3 29.90 0.44 –10.0 –29.2
Germany (Software)
Telefonica S.A. 98.3 14.93 0.20 –18.6 18.0
Spain (Fixed Line Telecommunications)
Koninklijke Phlps 18.8 13.80 0.18 –43.1 –44.6
Netherlands (Consumer Electronics)
Allianz SE 42.9 67.83 0.10 –42.8 –44.9
Germany (Full Line Insurance)
Royal Dutch Shll 92.0 18.53 –0.03 –31.9 –29.0
U.K. (Integrated Oil & Gas)
Diageo 37.4 8.54 –0.12 –13.3 –5.0
U.K. (Distillers & Vintners)
Roche Hldg Part. Cert. 93.6 144.80 –0.14 –17.2 –23.4
Switzerland (Pharmaceuticals)
Total S.A. 131.7 39.69 –0.31 –29.8 –23.4
France (Integrated Oil & Gas)
British Amer Tob 53.4 16.61 –0.36 –13.2 22.3
U.K. (Tobacco)
GDF Suez 81.4 26.55 –0.51 –33.7 –1.8
France (Multiutilities)
HSBC Hldgs 146.6 5.37 –0.74 –27.4 –34.8
U.K. (Banks)
Astrazeneca 60.5 26.23 –0.87 20.4 –7.9
U.K. (Pharmaceuticals)
Sanofi-Aventis S.A. 80.7 43.88 –0.97 –5.6 –42.4
France (Pharmaceuticals)
Daimler 33.7 25.00 –1.11 –49.4 –39.8
Germany (Automobiles)
GlaxoSmithKline 95.4 10.52 –1.13 –6.2 –30.1
U.K. (Pharmaceuticals)
Bayer 42.0 39.30 –1.23 –28.2 8.8
Germany (Specialty Chemicals)
ABB 37.5 17.54 –1.74 –46.6 14.8
Switzerland (Industrial Machinery)
Nestle S.A. 140.7 39.94 –1.77 –20.4 8.6
Switzerland (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.14% 0.14% 0.7% 2.7% -6.0%
Event Driven 0.56% 1.34% 2.1% 3.8% -26.8%
Equity Market Neutral -0.15% -1.69% -3.1% -3.8% -11.6%
Equity Long/Short 0.46% 0.49% -1.9% -0.5% -19.9%

*Estimates as of 05/21/09, 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 1.28 102.67% 0.02% 1.87 1.19 1.50

Eur. High Volatility: 11/1 2.54 105.35 0.04 3.89 2.20 3.00

Europe Crossover: 11/1 7.65 107.57 0.10 9.71 7.10 8.51

Asia ex-Japan IG: 11/1 1.95 107.06 0.04 3.84 1.95 2.90

Japan: 11/1 2.05 113.88 0.05 4.33 1.96 3.08

 Note: Data as of May 21

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

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

BLUE CHIPS & BONDS

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic

60%12

408

204

00
2003 2004 2005 2006 2007 2008 2009

n Equity capital markets  n Debt capital markets (both in billions, left axis)

ECM as a percentage of total
(right axis)

t

T H E WA L L ST R E ET JO U R NA L . MONDAY, MAY 25, 2009 27



Science Journal
TNK-BP CEO search intensifies

CORPORATE NEWS

The physical mind
A researcher studies how
Einstein’s brain shaped
his insights > Page 29

E*Trade Financial Corp.
E*Trade Financial Corp. once

was an online broker with an affili-
ated bank. Now, at the request of
U.S. banking regulators, the broker
is becoming a subsidiary of the
bank. The Office of Thrift Supervi-
sion has requested the change,
which E*Trade said it is undertak-
ing, in order for earnings from the
brokerage unit to support E*Trade’s
bank unit. E*Trade disclosed the re-
quest on May 8, and ratings firms
have recently mentioned it as a fac-
tor in downgrading the company’s
credit ratings. The New York com-
pany has set aside billions of dollars
to offset losses from bad loans in its
bank’s mortgage portfolio. E*Trade
applied for an $800 million invest-
ment from the Treasury Depart-
ment’s Troubled Asset Relief Pro-
gram, but has yet to receive ap-
proval. The OTS, E*Trade’s primary
banking regulator, also has told the
company it needs to raise capital.

Galaxy is hoarding its cash
Macau market share
shrinks, but revenue
rose 10% in quarter

Kirin Holdings Co.

Kirin Holdings Co. completed
the acquisition of a 48.3% stake in
San Miguel Corp.’s brewery busi-
ness in the Philippines for 79.2 bil-
lion yen ($835.3 million). The Japa-
nese beer and soft-drink maker exe-
cuted the acquisition in tranches
over April and May. Kirin also com-
pleted the sale of all 19.9% of the out-
standing shares it held in San
Miguel Corp. to Q-Tech Alliance
Holdings for 79.2 billion yen. San
Miguel Brewery Inc. is the largest
producer of beer in the Philippines,
with a total market share of about
93%. Kirin also has the option of a
six-month period of exclusive nego-
tiation for San Miguel Corp.’s over-
seas beer business.

SK Telecom Co.

SK Telecom Co. said its board ap-
proved the purchase of a leased line
business from an affiliate for 892.85
billion won ($717.1 million) and the
assumption of 627.8 billion won of
debt. SK Telecom, South Korea’s
largest mobile-phone carrier, has
for years leased SK Networks Co.’s
lines, which connect switchboards
to base stations, to ensure network
capacity for its mobile-phone ser-
vice. SK Telecom said it expects the
purchase to slash that leased-line ex-
pense. The company said it has paid
SK Networks about 300 billion won
annually for the leased lines since
2002, accounting for roughly 71% of
its total network rental cost. In a sep-
arate filing, the company also said
its board has agreed to take part in
the capital increase of SK Broad-
band Co., which is 43.4%-owned by
SK Telecom, and approved subscrib-
ing to as much as 300 billion won of
new shares of SK Broadband. SK
Broadband said Thursday it will
raise capital by issuing 60 million
common shares via a rights offer.

The search for a new chief execu-
tive for TNK-BP Ltd., BP PLC’s Rus-
sian oil venture, is heating up and
one of the possibilities under con-
sideration would be to name one of
TNK-BP’s Russian billionaire share-
holders as acting chief, according
to people close to the company.

Under an agreement reached
last year to resolve a bitter conflict
at the 50-50 joint venture, the Brit-
ish giant and its Russian partners
agreed to appoint an independent
CEO to succeed Robert Dudley, a BP
veteran who fled Russia under pres-
sure last summer. But the search
took longer than expected after
talks with the preferred candidate
broke down over compensation. In
the interim, Tim Summers, a
former BP executive who had been
chief operating officer at TNK-BP,
was serving as acting CEO.

But Mr. Summers’ current con-
tract expires June 1 and both BP and
the Russian shareholders have said
they want a permanent executive in
place as soon as possible. A deci-
sion could come as early as this
week, people close to the company
said.

“A company of this size can’t con-
tinue to function without an inde-

pendent CEO,” said a person close
to the Russian shareholders.
“We’re six months into this tempo-
rary arrangement and there’s no
light at the end of the tunnel.”

People close to both sides said
the discussions are cooperative,
without any sign of the tensions
that marred the relationship be-
tween BP and its Russian partners
during the conflict last year.

If BP and its Russian partners
can’t agree on a new CEO soon, they
are considering extending Mr. Sum-
mers as acting CEO or possibly ap-
pointing another top executive at

the company as acting CEO, people
close to both sides said. A potential
candidate is Viktor Vekselberg, who
now heads TNK-BP’s natural-gas
business and owns the Renova in-
dustrial group. Along with Mikhail
Fridman of the Alfa Group and Len
Blavatnik of Access Industries, Mr.
Vekselberg is one of TNK-BP’s Rus-
sian shareholders.

Mr. Vekselberg couldn’t be

reached for comment Sunday.
“If he’s just going to be an in-

terim CEO, we don’t mind,” said a
person close to BP. “But it’s not our
preferred solution.” Last year, BP of-
ficials had criticized the manage-
ment roles of Mr. Vekselberg and
German Khan, another Russian
shareholder, saying they under-
mined governance at TNK-BP.

“Maybe this will accelerate BP’s
search,” said the person close to the
Russian shareholders, of the possi-
bility of Mr. Vekselberg’s appoint-
ment. “It’s only reasonable for the
other shareholder to appoint their
representative for the next three to
six months while we complete the
search.”

Under the terms of the TNK-BP
shareholder agreement, BP nomi-
nates CEO candidates, subject to ap-
proval by both shareholders. A per-
son close to the British company
said that after months of making lit-
tle progress on the search, BP has
proposed a new candidate this
week. He is Pavel Skitovich, for-
merly CEO of Russian gold miner
OAO Polyus Gold and a longtime ex-
ecutive at the Interros industrial
group in Russia. He couldn’t be
reached for comment late Sunday.
A person close to the Russian share-
holders said they were still study-
ing his candidacy.

Vodafone Group PLC

Vodafone Group PLC has lost a
U.K. tax-avoidance case in the Court
of Appeal that could cost it as much
as £2.2 billion ($3.5 billion), al-
though the company can still apply
to the House of Lords to appeal the
decision. The appeal, brought by
Her Majesty’s Revenue & Customs af-
ter Vodafone won a High Court rul-
ing last July, relates to the payment
of taxes on one of the company’s Lux-
embourg subsidiaries. The ruling
Friday means HMRC’s inquiry into
Vodafone’s relevant tax returns can
go ahead. In its most recent annual
report, Vodafone said it had set
aside about £2.2 billion for tax liabili-
ties and interest that could arise
from the case. This amount is ex-
pected to have increased slightly be-
cause of the interest payments. The
company expects to appeal its case
to the House of Lords.

—Compiled from staff
and wire service reports.

eBay Inc.

A British court on Friday ruled
that eBay Inc. isn’t liable for bogus
beauty products sold on its Web
site, dealing a blow to cosmetics
company L’Oreal SA’s campaign
against the online auction giant.
L’Oreal claims there is an increasing
volume of counterfeit goods being
sold on eBay. The online auctioneer
said negotiations between the com-
panies on the issue broke down be-
cause L’Oreal was being unreason-
able. Justice Richard David Arnold
ruled in London’s High Court that
eBay Europe wasn’t liable for trade-
mark infringements committed by
its users. EBay said in a statement
that the British ruling was “a victory
for consumers and the thousands of
entrepreneurs who sell legitimate
goods on eBay every day.” L’Oreal
said it is satisfied with the U.K. judg-
ment, noting the court agreed with
its view that eBay could do more to
prevent trademark infringement.

Galaxy’s StarWorld Hotel and Casino holds a 13% share of Macau’s gambling
market. The company is Macau’s No. 4 gaming concern in terms of market share.
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OAO Mobile TeleSystems

Operator reports a loss
amid ruble’s depreciation

OAO Mobile TeleSystems, Rus-
sia’s most widely used mobile opera-
tor, Friday reported its first quar-
terly loss as a publicly listed com-
pany after depreciation of the ruble
reduced revenue, which is reported
in dollars, and raised the book value
of its debt. The operator, which has
93 million subscribers, reported a
net loss of $57.7 million for the first
quarter, compared with a net profit
of $610.2 million a year earlier. The
results were hit by a foreign-ex-
change loss of $462.4 million reflect-
ing the increase in the book value of
foreign-denominated debt. Reve-
nue fell 24% to $1.81 billion, and rose
only slightly in ruble terms, as the
contraction of the Russian economy
held back growth in phone traffic.

Under the TNK-BP
agreement, BP
nominates CEO
candidates.

GLOBAL BUSINESS BRIEFS

By Jonathan Cheng

And Peter Stein

HONG KONG—Even as some of
its high-profile rivals struggle,
Galaxy Entertainment Group Ltd.
executives believe the casino oper-
ator has the financial breathing
space to wait out uncertainties in
the Asian gambling capital of
Macau.

In an interview, Galaxy Vice
Chairman Francis Lui cited the
Hong Kong-traded company’s buy-
back of US$223 million of debt at
roughly 50 cents on the dollar, its
cost-cutting efforts and its deci-
sion to slow construction of a new
showpiece casino project.

Galaxy, the No. 4 gaming con-
cern in Macau by market share,
now sits on about HK$5 billion, or
US$645 million, in cash.

“Before, it was about expand-
ing at all costs, and that meant a
lot of overinvesting,” Mr. Lui said
Friday. In 2004, Macau had 450
gaming tables, and at its peak last
year that number had risen ten-
fold, he said. “The growth was not
sustainable, and an adjustment
should be expected,” he said.

Two big stumbling blocks last
year got in the way of Macau’s
growth. Mainland China tightened
visa approvals, cutting into the ter-
ritory’s biggest source of traffic.
Shortly afterward, the global fi-
nancial crisis went into overdrive.

Las Vegas Sands Corp. shook
up the market when it opened its
massive Venetian Macao casino
and resort two years ago, and it
has since put the expansion of the
resort on hold.

Mr. Lui said he turned down
pitches from bankers for aggres-
sive expansion plans at the height
of the boom and now says 2008’s
trouble may have been a “blessing
in disguise,” paving the way for
more sustainable long-term
growth in Macau.

Galaxy’s main StarWorld Hotel
and Casino has seen its share of
Macau’s gambling market shrink,
Mr. Lui said, and it now stands at
about 13%. But revenue is improv-
ing: The casino’s take rose 10% to
HK$1.93 billion in the first quarter
from a year earlier.

“We made a conscious decision
to slow it down,” said Robert
Drake, Galaxy’s chief financial of-
ficer. “We want to see the market
absorb the new capacity, and to do
it profitably.”

Macau’s gambling sector as a
whole has done well this year on
the stock market, but Galaxy has
done even better, with its share
price more than doubling this

year. On Friday, the shares fell
7.8% to close at HK$2.25 amid
profit-taking.

A big test for Macau’s market
comes next week, when Melco
Crown Entertainment Ltd.—a
joint venture of gambling heirs
Lawrence Ho and James Packer—
opens City of Dreams in Macau’s
Cotai area. City of Dreams, the
only casino to open in Macau this
year, sits across the street from
Sands’ Venetian Macao and near
Galaxy’s Cotai project.

Mr. Lui said his own Cotai
project, the Galaxy Macau hotel-re-
sort, could be ready to go late next
year, but said Galaxy is prepared
to put the project on hold if the
market doesn't stage a full recov-
ery.

“We’re very fortunate to be in
the cash position that we’re in,”
Mr. Drake said. He said Galaxy has
no immediate plans to seek financ-
ing, saying it is well-capitalized
enough to weather the current
storm.

By Gregory L. White in Moscow
and Guy Chazan and Alexander
Kolyandr in London

Executive Travel Program

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

www.thinkmediaoutdoor.be
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n 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 05/15 USD 41.87 10.8 –40.4 –18.9

LG Asian SmallerCo's AS EQ BMU 05/21 USD 73.23 32.8 –42.1 –32.6

LG India EA EQ MUS 05/21 USD 47.69 49.5 –29.0 –13.1

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 05/21 EUR 22.90 –12.7 –58.2 –49.3

MP-TURKEY.SI OT OT SVN 05/21 EUR 24.77 26.8 –33.1 –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 05/21 USD 11.34 30.0 –19.8 –7.9

Parex Caspian Sea Eq EU EQ LVA 05/21 EUR 2.93 39.5 –68.1 –46.0

Parex Eastern Europ Bd EU BD LVA 05/21 USD 11.34 30.0 –19.8 –7.9

Parex Russian Eq EE EQ LVA 05/21 USD 14.55 68.0 –55.7 –23.4

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 05/22 USD 133.05 20.0 –38.3 –17.1

PF (LUX)-Asian Eq-Pca AS EQ LUX 05/22 USD 127.28 19.6 –38.8 –17.8

PF (LUX)-Biotech-Pca OT EQ LUX 05/19 USD 251.33 –11.8 –23.5 –9.6

PF (LUX)-CHF Liq-Pca CH MM LUX 05/19 CHF 124.08 0.1 0.9 1.5

PF (LUX)-CHF Liq-Pdi CH MM LUX 05/19 CHF 93.66 0.1 0.9 1.5

PF (LUX)-Digital Comm-Pca OT EQ LUX 05/19 USD 91.37 12.4 –26.9 –13.2

PF (LUX)-East Eu-Pca EU EQ LUX 05/19 EUR 209.30 56.7 –54.7 –31.1

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/22 USD 119.81 28.6 –45.8 –19.2

PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/22 USD 385.25 26.6 –46.2 –19.8

PF (LUX)-Eu Indx-Pca EU EQ LUX 05/19 EUR 83.39 9.1 –34.3 –24.3

PF (LUX)-EUR Bds-Pca EU BD LUX 05/19 EUR 371.41 –0.5 3.4 1.1

PF (LUX)-EUR Bds-Pdi EU BD LUX 05/19 EUR 282.64 –0.5 3.3 1.1

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/19 EUR 131.80 5.5 0.5 –0.2

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/19 EUR 92.66 5.5 0.5 –0.2

PF (LUX)-EUR HiYld-Pca EU BD LUX 05/19 EUR 110.68 22.7 –21.9 –15.0

PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/19 EUR 64.16 22.7 –21.9 –15.0

PF (LUX)-EUR Liq-Pca EU MM LUX 05/19 EUR 135.52 0.7 2.8 3.1

PF (LUX)-EUR Liq-Pdi EU MM LUX 05/19 EUR 97.67 0.7 2.9 3.1

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/19 EUR 102.27 0.4 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/19 EUR 100.90 0.4 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 05/19 EUR 339.31 10.9 –38.2 –28.5

PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/19 EUR 109.81 8.6 –34.7 –27.4

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/19 USD 211.47 11.6 3.7 3.3

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/19 USD 143.86 11.6 3.7 3.3

PF (LUX)-Gr China-Pca AS EQ LUX 05/22 USD 270.20 27.0 –31.1 –7.7

PF (LUX)-Indian Eq-Pca EA EQ LUX 05/22 USD 274.46 43.2 –28.3 –12.5

PF (LUX)-Jap Index-Pca JP EQ LUX 05/22 JPY 8440.12 3.6 –36.6 –28.4

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/22 JPY 7370.60 1.0 –41.4 –32.9

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/22 JPY 7176.83 0.7 –41.7 –33.3

PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/22 JPY 4067.79 3.6 –38.0 –29.2

PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/22 USD 189.73 19.8 –39.3 –17.8

PF (LUX)-Piclife-Pca CH BA LUX 05/19 CHF 721.84 4.7 –11.4 –9.8

PF (LUX)-PremBrnds-Pca OT EQ LUX 05/19 EUR 49.58 12.3 –28.4 –24.1

PF (LUX)-Rus Eq-Pca OT OT LUX 05/19 USD 40.39 76.8 –62.6 NS

PF (LUX)-Security-Pca GL EQ LUX 05/19 USD 80.61 12.8 –21.1 –14.8

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/19 EUR 372.38 14.1 –36.1 –28.1

PF (LUX)-US Eq-Ica US EQ LUX 05/19 USD 84.02 2.9 –33.8 –18.9

PF (LUX)-USA Index-Pca US EQ LUX 05/19 USD 73.34 1.2 –35.2 –21.6

PF (LUX)-USD Gov Bds-Pca US BD LUX 05/19 USD 510.69 –3.7 6.4 6.9

PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/19 USD 374.73 –3.7 6.4 6.9

PF (LUX)-USD Liq-Pca US MM LUX 05/19 USD 130.72 0.4 1.7 2.7

PF (LUX)-USD Liq-Pdi US MM LUX 05/19 USD 85.36 0.4 1.7 2.7

PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/19 USD 101.51 0.2 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/19 USD 100.80 0.2 NS NS

PF (LUX)-Water-Pca GL EQ LUX 05/19 EUR 106.85 3.7 –25.2 –18.5

PF (LUX)-WldGovBds-Pca GL BD LUX 05/22 USD 158.82 –3.7 2.6 8.2

PF (LUX)-WldGovBds-Pdi GL BD LUX 05/22 USD 131.46 –3.6 2.6 8.2

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/19 USD 42.58 2.6 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 05/21 USD 9.78 24.7 –26.4 –17.7

Japan Fund USD JP EQ IRL 05/22 USD 14.89 1.4 –12.9 –9.0

Polar Healthcare Class I USD OT OT IRL 05/21 USD 10.25 NS NS NS

Polar Healthcare Class R USD OT OT IRL 05/21 USD 10.26 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 05/20 USD 85.18 44.2 –30.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/21 EUR 569.74 1.1 –35.7 NS

Core Eurozone Eq B EU EQ IRL 05/21 EUR 672.76 2.3 –34.7 NS

Euro Fixed Income A EU BD IRL 05/21 EUR 1138.98 0.6 –7.2 –5.2

Euro Fixed Income B EU BD IRL 05/21 EUR 1211.50 0.8 –6.6 –4.6

Euro Small Cap A EU EQ IRL 05/21 EUR 969.13 14.3 –38.4 –33.6

Euro Small Cap B EU EQ IRL 05/21 EUR 1034.32 14.6 –38.0 –33.2

Eurozone Agg Eq A EU EQ IRL 05/21 EUR 529.08 6.5 –36.7 –28.9

Eurozone Agg Eq B EU EQ IRL 05/21 EUR 757.58 6.7 –36.3 –28.5

Glbl Bd (EuroHdg) A GL BD IRL 05/21 EUR 1234.53 3.1 –4.2 –2.0

Glbl Bd (EuroHdg) B GL BD IRL 05/21 EUR 1305.57 3.3 –3.5 –1.4

Glbl Bd A EU BD IRL 05/21 EUR 1019.12 3.9 4.9 –1.1

Glbl Bd B EU BD IRL 05/21 EUR 1080.94 4.2 5.5 –0.6

Glbl Real Estate A OT EQ IRL 05/21 USD 638.12 –4.3 –50.0 –33.5

Glbl Real Estate B OT EQ IRL 05/21 USD 655.45 –4.1 –49.7 –33.1

Glbl Real Estate EH-A OT EQ IRL 05/21 EUR 591.37 –5.7 –48.2 –34.7

Glbl Real Estate SH-B OT EQ IRL 05/21 GBP 55.39 –6.6 –48.6 –34.2

Glbl Strategic Yield A EU BD IRL 05/21 EUR 1306.32 15.6 –13.6 –7.5

Glbl Strategic Yield B EU BD IRL 05/21 EUR 1392.72 15.8 –13.1 –7.0

Japan Equity A JP EQ IRL 05/21 JPY 11091.00 7.3 –35.1 –28.2

Japan Equity B JP EQ IRL 05/21 JPY 11777.00 7.6 –34.7 –27.8

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/21 USD 1642.70 27.7 –34.5 –16.0

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/21 USD 1746.66 28.0 –34.1 –15.5

Pan European Eq A EU EQ IRL 05/21 EUR 773.91 7.7 –35.8 –27.7

Pan European Eq B EU EQ IRL 05/21 EUR 821.97 7.9 –35.5 –27.3

US Equity A US EQ IRL 05/21 USD 688.88 2.9 –37.0 –22.4

US Equity B US EQ IRL 05/21 USD 734.90 3.2 –36.6 –21.9

US Small Cap A US EQ IRL 05/21 USD 1007.26 0.2 –37.4 –25.2

US Small Cap B US EQ IRL 05/21 USD 1075.17 0.4 –37.0 –24.7

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/22 SEK 62.10 3.2 –40.0 –30.8

Choice Japan Fd JP EQ LUX 05/22 JPY 46.36 3.1 –36.0 –30.4

Choice Jpn Chance/Risk JP EQ LUX 05/22 JPY 46.55 3.9 –43.3 –31.8

Choice NthAmChance/Risk US EQ LUX 05/22 USD 3.12 11.2 –39.4 –22.7

Europe 2 Fd EU EQ LUX 05/22 EUR 0.76 10.2 –39.9 –30.8

Europe 3 Fd EU EQ LUX 05/22 EUR 3.32 8.6 –40.8 –31.3

Global Chance/Risk Fd GL EQ LUX 05/22 EUR 0.49 3.6 –33.3 –26.5

Global Fd GL EQ LUX 05/22 USD 1.72 3.0 –40.3 –24.7

Intl Mixed Fd -C- NO BA LUX 05/22 USD 23.01 0.1 –30.9 –16.3

Intl Mixed Fd -D- NO BA LUX 05/22 USD 16.01 –1.3 –31.8 –16.9

Wireless Fd OT EQ LUX 05/22 EUR 0.12 22.0 –27.6 –20.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/22 USD 5.67 25.1 –31.1 –15.2

Currency Alpha EUR -IC- OT OT LUX 05/22 EUR 10.60 –2.9 1.0 2.2

Currency Alpha EUR -RC- OT OT LUX 05/22 EUR 10.52 –3.1 0.6 1.8

Currency Alpha SEK -ID- OT OT LUX 05/22 SEK 98.62 –6.6 –3.0 NS

Currency Alpha SEK -RC- OT OT LUX 05/22 SEK 109.94 –3.1 0.6 1.8

Generation Fd 80 OT OT LUX 05/22 SEK 6.69 4.9 –22.6 NS

Nordic Focus EUR NO EQ LUX 05/22 EUR 63.61 27.5 –32.5 NS

Nordic Focus NOK NO EQ LUX 05/22 NOK 70.19 27.5 –32.5 NS

Nordic Focus SEK NO EQ LUX 05/22 SEK 70.77 27.5 –32.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/22 USD 1.44 3.6 –36.0 –24.2

Ethical Global Fd GL EQ LUX 05/22 USD 0.64 3.7 –38.9 –25.6

Ethical Sweden Fd NO EQ LUX 05/22 SEK 33.11 20.1 –21.0 –17.5

Europe Fd EU EQ LUX 05/22 USD 1.72 2.0 –34.7 –27.2

Index Linked Bd Fd SEK OT BD LUX 05/22 SEK 12.47 –2.1 1.4 3.0

Medical Fd OT EQ LUX 05/22 USD 2.65 –7.6 –22.8 –16.9

Short Medium Bd Fd SEK NO MM LUX 05/22 SEK 8.78 0.8 2.5 2.9

Technology Fd OT EQ LUX 05/22 USD 1.86 19.1 –29.9 –15.1

World Fd NO BA LUX 05/22 USD 1.77 7.1 –35.3 –19.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/22 EUR 1.27 0.1 0.6 1.6

Short Bond Fd SEK NO MM LUX 05/22 SEK 21.84 1.3 2.6 3.0

Short Bond Fd USD US MM LUX 05/22 USD 2.49 –0.2 0.8 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/22 SEK 9.91 –1.5 –3.2 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 05/22 SEK 8.58 –1.5 –3.2 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 05/22 SEK 24.82 –1.6 –3.4 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 05/22 SEK 7.73 –1.6 –3.4 –1.0

Alpha Short Bd SEK -A- NO MM LUX 05/22 SEK 11.01 1.9 3.2 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/22 SEK 10.07 1.9 3.2 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/22 SEK 21.54 1.9 3.1 3.2

Alpha Short Bd SEK -D- NO MM LUX 05/22 SEK 8.15 1.9 3.1 3.2

Bond Fd SEK -C- NO BD LUX 05/22 SEK 41.47 –0.2 9.0 5.5

Bond Fd SEK -D- NO BD LUX 05/22 SEK 12.04 –3.4 5.5 3.3

Corp. Bond Fd EUR -C- EU BD LUX 05/22 EUR 1.13 3.5 –4.8 –2.4

Corp. Bond Fd EUR -D- EU BD LUX 05/22 EUR 0.87 3.6 –4.7 –2.6

Corp. Bond Fd SEK -C- NO BD LUX 05/22 SEK 11.00 2.1 –10.4 –4.8

Corp. Bond Fd SEK -D- NO BD LUX 05/22 SEK 8.32 –1.7 –13.8 –6.5

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/22 EUR 100.62 –3.1 2.3 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/22 EUR 105.06 1.4 6.9 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 05/22 SEK 1097.62 1.4 6.9 NS

Flexible Bond Fd -C- NO BD LUX 05/22 SEK 21.19 1.6 6.1 4.4

Flexible Bond Fd -D- NO BD LUX 05/22 SEK 11.59 –1.9 2.5 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/22 SEK 78.19 –2.4 –25.8 –15.2

Global Hedge I SEK -D- OT OT LUX 05/22 SEK 71.46 –2.4 –25.8 –16.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/22 USD 2.01 30.8 –37.7 –11.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/22 SEK 23.60 40.6 –15.7 –16.1

Europe Chance/Risk Fd EU EQ LUX 05/22 EUR 846.84 11.1 –43.3 –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 05/14 USD 931.85 –0.9 NS NS

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 05/19 EUR 27.57 –2.8 –7.1 –0.6

Bonds Eur Corp A OT OT LUX 05/19 EUR 21.55 3.9 –1.4 –1.4

Bonds Eur Hi Yld A OT OT LUX 05/19 EUR 15.95 20.0 –22.1 –15.8

Bonds EURO A OT OT LUX 05/20 EUR 39.67 0.5 6.5 4.3

Bonds Europe A OT OT LUX 05/20 EUR 38.06 0.5 6.6 3.6

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 05/19 USD 33.49 6.2 4.2 5.6

Bonds World A OT OT LUX 05/19 USD 39.02 –2.0 –0.5 6.9

Eq. China A OT OT LUX 05/20 USD 18.57 24.3 –30.9 –10.1

Eq. ConcentratedEuropeA OT OT LUX 05/20 EUR 23.03 11.8 –34.9 –27.2

Eq. Eastern Europe A OT OT LUX 05/20 EUR 18.29 38.4 –54.5 –31.4
Eq. Equities Global Energy OT OT LUX 05/20 USD 15.65 9.8 –47.9 –14.8

Eq. Euroland A OT OT LUX 05/20 EUR 9.37 2.2 –35.7 –28.1

Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8

Eq. EurolandCyclclsA OT OT LUX 05/20 EUR 15.52 13.0 –32.3 –20.6

Eq. EurolandFinancialA OT OT LUX 05/20 EUR 9.49 12.7 –41.7 –34.3

Eq. Glbl Emg Cty A OT OT LUX 05/20 USD 7.96 33.1 –40.7 –14.0

Eq. Global A OT OT LUX 05/20 USD 22.08 4.9 –39.4 –25.1

Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6

Eq. Gold Mines A OT OT LUX 05/20 USD 25.34 21.2 –20.5 –0.1

Eq. Japan Sm Cap A OT OT LUX 05/20 JPY 932.99 3.0 –34.7 –33.1

Eq. Japan Target A OT OT LUX 05/22 JPY 1631.31 4.2 –17.2 –18.3

Eq. Pacific A OT OT LUX 05/20 USD 7.78 21.9 –37.4 –15.2

Eq. US ConcenCore A OT OT LUX 05/20 USD 18.60 14.5 –26.0 –15.0

Eq. US Lg Cap Gr A OT OT LUX 05/20 USD 12.44 15.4 –39.2 –20.9

Eq. US Mid Cap A OT OT LUX 05/20 USD 22.81 13.8 –40.5 –17.4

Eq. US Multi Strg A OT OT LUX 05/19 USD 17.19 7.6 –40.3 –24.7

Eq. US Rel Val A OT OT LUX 05/20 USD 16.23 4.5 –41.3 –29.5

Eq. US Sm Cap Val A OT OT LUX 05/20 USD 12.68 –2.0 –45.4 –33.3

Eq. US Value Opp A OT OT LUX 05/20 USD 13.32 2.8 –44.9 –32.2

Money Market EURO A OT OT LUX 05/20 EUR 27.31 0.7 3.4 3.7

Money Market USD A OT OT LUX 05/20 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 05/22 JPY 8447.00 –1.8 –40.7 –35.6

YMR-N Japan Fund OT OT IRL 05/22 JPY 9563.00 1.3 –38.0 –31.9

YMR-N Low Price Fund OT OT IRL 05/22 JPY 12926.00 –0.4 –36.6 –30.6

YMR-N Small Cap Fund OT OT IRL 05/22 JPY 6079.00 –5.3 –40.6 –36.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/22 JPY 4118.00 –2.0 –46.6 –35.7

Yuki 77 General JP EQ IRL 05/22 JPY 6061.00 2.7 –40.1 –32.1

Yuki 77 Growth JP EQ IRL 05/22 JPY 5714.00 –3.4 –43.0 –37.1

Yuki 77 Income AS EQ IRL 05/22 JPY 4688.00 –8.3 –40.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/22 JPY 6314.00 1.2 –38.6 –33.3

Yuki Chugoku Jpn Gro JP EQ IRL 05/22 JPY 4781.00 –6.5 –42.8 –34.7

Yuki Chugoku JpnLowP JP EQ IRL 05/22 JPY 7889.00 –3.7 –32.6 –28.1

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 05/22 JPY 6665.00 –1.5 –41.8 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/22 JPY 4405.00 –3.2 –44.8 –34.1

Yuki Hokuyo Jpn Inc JP EQ IRL 05/22 JPY 5101.00 –3.4 –37.1 –29.9

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/22 JPY 4462.00 –5.2 –39.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/22 JPY 4153.00 –2.3 –47.9 –36.7

Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/22 JPY 4313.00 –4.0 –49.0 –38.9

Yuki Mizuho Jpn Exc 100 OT OT IRL 05/22 JPY 6184.00 1.4 –44.0 –34.4

Yuki Mizuho Jpn Gen OT OT IRL 05/22 JPY 8136.00 1.4 –38.1 –33.3

Yuki Mizuho Jpn Gro OT OT IRL 05/22 JPY 6075.00 –2.8 –39.1 –35.1

Yuki Mizuho Jpn Inc OT OT IRL 05/22 JPY 7566.00 –4.9 –39.6 –31.4

Yuki Mizuho Jpn Lg Cap OT OT IRL 05/22 JPY 4898.00 –1.7 –39.7 –32.7

Yuki Mizuho Jpn LowP OT OT IRL 05/22 JPY 11300.00 –0.3 –29.6 –27.5

Yuki Mizuho Jpn PGth OT OT IRL 05/22 JPY 7547.00 –1.2 –42.8 –36.0

Yuki Mizuho Jpn SmCp OT OT IRL 05/22 JPY 5948.00 –3.0 –42.6 –36.5

Yuki Mizuho Jpn Val Sel OT OT IRL 05/22 JPY 5376.00 3.5 –36.2 –29.7

Yuki Mizuho Jpn YoungCo OT OT IRL 05/22 JPY 2399.00 0.5 –47.8 –44.7

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/22 JPY 4620.00 2.6 –44.8 –35.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/22 JPY 5139.00 0.8 –39.6 –33.7
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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 3.2 –2.0 –6.2
Harmony Cap Ltd B EUR OT OT BMU 04/30 EUR 2039.80 4.0 –0.6 –5.7
Harmony Cap Ltd D USD OT OT BMU 04/30 USD 1193.21 3.1 –2.5 –6.6
Harmony Cap Ltd E EUR OT OT BMU 04/30 USD 1171.94 3.9 –0.9 –6.1
Harmony Cap Ltd F GBP OT OT BMU 04/30 GBP 1014.46 0.6 –1.5 –5.6

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 05/15 USD 660.99 46.6 –62.5 –32.9

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 1.5 –13.7 –4.7
Global Absolute USD OT OT GGY 04/30 USD 1.78 1.3 –13.0 –4.8

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/30 EUR 75.50 –1.1 –32.5 –14.5
Special Opp Inst EUR OT OT CYM 04/30 EUR 71.05 –1.0 –32.2 NS
Special Opp Inst USD OT OT CYM 04/30 USD 80.09 –0.8 –29.9 –12.2
Special Opp USD OT OT CYM 04/30 USD 78.79 –1.0 –30.4 –12.8

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 04/30 EUR 120.82 1.3 –13.9 –4.0
GH Fund CHF Hdg OT OT JEY 04/30 CHF 100.20 0.4 –17.0 –7.5
GH Fund EUR Hdg (Non-V) OT OT JEY 04/30 EUR 109.43 0.9 –16.3 –6.2
GH Fund GBP Hdg OT OT JEY 04/30 GBP 119.03 1.0 –16.4 –5.5
GH Fund Inst EUR OT OT JEY 04/30 EUR 89.01 6.6 –11.0 NS
GH Fund Inst USD OT OT JEY 04/30 USD 99.98 1.3 –14.0 –4.3
GH FUND S EUR OT OT CYM 04/30 EUR 114.48 1.3 –15.7 –5.4
GH FUND S GBP OT OT JEY 04/30 GBP 118.98 1.1 –15.4 –4.4
GH Fund S USD OT OT CYM 04/30 USD 133.83 1.4 –13.6 –3.8
GH Fund USD OT OT GGY 04/30 USD 246.03 0.9 –14.8 –5.0
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 1.3 –32.5 –15.9
MultiAdv Arb CHF Hdg OT OT JEY 04/30 CHF 85.95 2.3 –21.4 –13.5
MultiAdv Arb EUR Hdg OT OT JEY 04/30 EUR 93.06 3.0 –20.6 –12.4
MultiAdv Arb GBP Hdg OT OT JEY 04/30 GBP 100.34 3.5 –21.1 –12.1
MultiAdv Arb S EUR OT OT CYM 04/30 EUR 98.65 3.1 –20.0 –11.5
MultiAdv Arb S GBP OT OT CYM 04/30 GBP 103.34 3.6 –20.0 –10.8
MultiAdv Arb S USD OT OT CYM 04/30 USD 112.21 3.6 –17.8 –10.0
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 108.75 1.6 –15.6 –7.0
Asian AdbantEdge EUR OT OT JEY 04/30 EUR 92.91 4.8 –17.2 –5.6
Asian AdvantEdge OT OT JEY 04/30 USD 169.28 4.5 –16.0 –4.3
Emerg AdvantEdge OT OT JEY 04/30 USD 148.98 6.1 –23.1 –8.2
Emerg AdvantEdge EUR OT OT JEY 04/30 EUR 83.40 6.2 –25.4 –10.2
Europ AdvantEdge EUR OT OT JEY 04/30 EUR 116.84 1.4 –15.5 –9.6
Europ AdvantEdge USD OT OT JEY 04/30 USD 123.34 1.1 –14.6 –8.9

Japan AdvantEdge JPY OT OT JEY 04/30 JPY 7759.90 –4.0 –12.5 –8.8
Japan AdvantEdge USD OT OT JEY 04/30 USD 90.54 –3.8 –11.2 –6.4
Lvgd Alpha AdvantEdge OT OT JEY 04/30 USD 88.06 2.6 –34.1 –19.1
Trading AdvantEdge OT OT GGY 04/30 USD 144.10 –5.0 0.2 12.5
Trading AdvantEdge EUR OT OT GGY 04/30 EUR 131.15 –4.7 0.8 11.9
Trading AdvantEdge GBP OT OT GGY 04/30 GBP 138.39 –4.9 2.1 13.8
US AdvantEdge OT OT JEY 04/30 USD 104.82 2.4 –16.2 –6.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 04/30 EUR 187.39 –23.8 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 05/19 USD 59.81 –28.2 –1.8 11.9
Superfund GCT USD* OT OT LUX 05/19 USD 2767.00 –24.2 –8.4 2.8
Superfund Gold A (SPC) OT OT CYM 05/19 USD 991.26 –14.7 –7.2 15.0
Superfund Gold B (SPC) OT OT CYM 05/19 USD 1046.38 –22.4 –12.1 13.0
Superfund Q-AG* OT OT AUT 05/19 EUR 7384.00 –15.7 –2.8 5.9

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 OT 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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Myanmar charges Suu Kyi with violating house arrest
BY A WSJ STAFF REPORTER

Myanmar’s military rulers on Fri-
day alleged that the American man
who illegally swam across a Yangon
lake to visit pro-democracy leader
Aung San Suu Kyi was working to em-
barrass the regime and undermine
its relations with the West.

American Army veteran John Yet-
taw triggered a fresh trial for Ms.
Suu Kyi this month after swimming
to the house where Ms. Suu Kyi has
been detained.

The court formally charged Ms.
Suu Kyi and her two female house-
mates for violating her house arrest
under a draconian security law.

“Are you guilty?” the presiding
judge, U Thaung Nyunt, asked Ms.
Suu Kyi on Friday.

“No, because I did not commit
any crime,” she replied, according to
her lawyer Nyan Win.

The court is expected to hear
from more prosecution witnesses on
Monday, according to Reuters News
Service. Ms. Suu Kyi’s lawyers will
also submit a list of defense wit-
nesses for the trial, which the law-
yers said could run two more weeks.

Mr. Yettaw also pleaded not
guilty to breaking the same law, im-
migration violations and a charge of

illegal swimming.
A conviction could result in a five-

year prison sentence for Ms. Suu Kyi,
who won a Nobel Prize in 1991 for or-
ganizing peaceful resistance to My-
anmar’s military regime. She was
placed under house arrest without
trial six years ago.

For two days, Mr. Yettaw stayed
at the house where Ms. Suu Kyi has
been detained for years. Authorities
fished him out of the lake as he tried
to leave, and charged Ms. Suu Kyi
with breaking the terms of her house
arrest by allowing him to stay after
he said he was exhausted.

Ms. Suu Kyi’s lawyers and sup-
porters say Mr. Yettaw wasn’t in-
vited and has caused the dissident
more legal trouble just as her cur-
rent period of house arrest is
about to expire on May 27. Ms. Suu
Kyi, 63 years old, and two assis-
tants who legally reside with her
went on trial Monday along with
Mr. Yettaw.

The 53-year-old from Falcon,
Mo., last week told the court he
dreamed someone would try to kill
Ms. Suu Kyi, and wanted to warn her.

The Myanmar junta offered a dif-
ferent explanation. The state-con-
trolled New Light of Myanmar

newspaper on Friday reported that
the country’s foreign minister on
May 18 told his Japanese counter-
part to say that antigovernment ac-
tivists inside and outside Myanmar
had orchestrated Mr. Yettaw’s
nighttime swim to force a crack-
down on Ms. Suu Kyi.

Myanmar’s Foreign Minister U
Nyan Win said major economies
such as Japan, the U.S. and Euro-
pean Union had earlier been review-

ing their policies of isolating Myan-
mar. “It was likely this incident was
trumped up to intensify interna-
tional pressure on Myanmar by in-
ternal and external antigovernment
elements who do not wish to see the
positive changes in those countries’
policies toward Myanmar,” the New
Light of Myanmar reported him as
saying.

The paper reported that Japan’s
Foreign Minister Hirofumi Nakasone

called U Nyan Win to register his con-
cern about the way Ms. Suu Kyi was
being treated. A representative at the
Japanese foreign ministry declined
to comment on the conversation.

If Ms. Suu Kyi is found guilty, as
some observers say they believe is
likely, she would effectively be pre-
vented from playing a role in elec-
tions the military plans for 2010.
 —News services

contributed to this article.

By Evan Ramstad

And SungHa Park

SEOUL—Former South Korean
President Roh Moo-hyun commit-
ted suicide on Saturday, sowing
shock, sadness and anger among his
supporters and the prospect of new
political upheaval for his successor,
President Lee Myung-bak.

Thousands of people visited a
community center Sunday in Mr.
Roh’s hometown to lay flowers on
an altar, a traditional Korean mourn-
ing practice. Similar altars were set
up in train stations, temples and
civic buildings around the country.

Mr. Roh, 62 years old, jumped
from a 30-meter cliff near his home
in Gimhae, along the country’s
south coast, early Saturday morn-
ing, police and aides said. In a note
composed an hour earlier, he wrote
of despair about the impact of an un-
folding bribery investigation. Police
said they determined there was no
wrongdoing in the death.

Views on suicide are complex in
South Korea, with some people con-
sidering it a shameful act and others
a heroic one. And not all members of
the public were ready to mourn Mr.
Roh, because of the divisive way he
practiced politics in a career spent
challenging the country’s
political and business es-
tablishments.

“He never intended to
be the president for all, so
the reaction of the Korean
people to his death is
split,” said Chae Su-chan,
an economist and former
lawmaker who advised Mr.
Roh on U.S. relations. “It
was his choice. It was his
style.”

The unique circum-
stances have produced a
volatile moment for the nation. The
immediate impact is likely to be a
lashing out by Mr. Roh’s political

base—progressive-nationalist par-
ties, politicians and supporters—at
the bribery investigation.

Over the past two months, prose-
cutors examined $6 million
in payments to members of
Mr. Roh’s family by a busi-
nessman whose companies
prospered during Mr. Roh’s
time in office. They ques-
tioned Mr. Roh on April 30,
but hadn’t charged him at
the time of his death.

The investigation of Mr.
Roh will now be closed, pros-
ecutors said, but it was un-
clear what would happen
with the rest of the case.

If the anger among Mr.
Roh’s supporters is handled poorly
by Mr. Lee and the conservative
party that now controls the South

Korean government, it could grow
into broader protests and turmoil
that would distract the country just
as it is turning the corner on the glo-
bal economic crisis.

“Politically, I think we’re heading
into a very sensitive time,” says Eu-
gene Yun, a private equity fund man-
ager who was an adviser to Mr. Roh
during his 2002 campaign. “Presi-
dent Lee has a very, very difficult sit-
uation to manage. It’s going to test
his political skills to the maximum.”

Little of the political politesse
that’s common in other countries af-
ter the death of a leader was evident
in South Korea this weekend. Sup-
porters of Mr. Roh issued news re-
leases denouncing Mr. Lee and pros-
ecutors. Memorial sites were fes-
tooned with political banners and,
at the main site in Gimhae, support-

ers turned away mourners they con-
sidered unfriendly.

The rebuffed visitors included
the man Mr. Roh defeated to become
president in 2002; the speaker of
the National Assembly; and Prime
Minister Han Seung-soo, South Ko-
rea’s senior statesman who served
presidents of both major parties.

Late Sunday, aides to Mr. Lee
were trying to schedule a time for
him to visit Mr. Roh’s family, but
none had been arranged. Mr. Roh’s
family agreed to a state-assisted
public funeral, likely to occur on Fri-
day.

“Unfortunately, I assume there
will be huge protests by the end of
the funeral period,” said Kim Ki-
jung, political scientist at Yonsei Uni-
versity in Seoul. “It will be another
big incident to polarize the public.”

Mr. Roh was a self-taught lawyer
who built a reputation as a human-
rights attorney defending student
activists who fought for democracy
in the 1980s. His election was seen
as the ascendancy of a new genera-
tion, and he filled his administra-
tion with former activists.

Mr. Roh was the country’s fourth
president after the adoption of a
democratic constitution in 1987. He
presided over a period of strong
growth, and extended his predeces-
sor’s efforts to reach out to North Ko-
rea, climaxing with a summit with
leader Kim Jong Il.

Mr. Roh’s death is likely to fuel
long-term debate about three pow-
erful institutions that he spent
much of his life trying to reshape
and that turned on him in the end of
his career: South Korea’s political
parties, justice system and news me-
dia.

During his tenure as president
from 2003 to 2008, Mr. Roh severed
connections between the executive
branch and prosecutors and gave
judges more authority, though he
stopped short of creating grand ju-
ries to check the power of prosecu-
tors. He also tried but failed to break
the cartel-like, uncompetitive behav-
ior of news organizations and re-
porters.

As the bribery investigation un-
folded, prosecutors leaked damag-
ing details to reporters, virtually try-
ing Mr. Roh in the media rather than
in court, a practice that’s become
common in high-profile cases in the
country.

Park Kyung-joo, a Seoul resident
on her way to a memorial for Mr.
Roh Sunday, said she barely trusted
the justice system and resented the
treatment Mr. Roh received in re-
cent weeks. “When he was in office, I
was sometimes disappointed at
him,” Ms. Park said. “But now I think
there must have been a reason that
he did things the way he did.”

Ex-leader’s death divides South Korea
Mourning gives way to political backlash as nation reacts to apparent suicide of former President Roh Moo-Hyun

Roh Moo-hyun

ECONOMY & POLITICS

American John Yettaw is shown being questioned at a police station in Yangon, Myanmar, in this handout photo from the
Myanmar News Agency from May 13. Myanmar alleged Mr. Yettaw was working to embarrass the military regime.

Mourners holding flowers wait Sunday to participate in a service for Roh Moo-hyun near the former South Korean
president’s house in Gimhae. Thousands of people came to pay their respects after his death on Saturday.
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Japan Growth A JP EQ LUX 05/20 JPY 5528.00 –0.6 –40.5 –30.8
Japan Growth I JP EQ LUX 05/20 JPY 5660.00 –0.3 –40.0 –30.3
Japan Strat Value A JP EQ LUX 05/20 JPY 5697.00 10.5 –41.3 –29.6
Japan Strat Value I JP EQ LUX 05/20 JPY 5819.00 10.8 –40.8 –29.0
Real Estate Sec. A OT EQ LUX 05/20 USD 10.31 –3.4 –47.6 –32.4
Real Estate Sec. B OT EQ LUX 05/20 USD 9.49 –3.7 –48.1 –33.0
Real Estate Sec. I OT EQ LUX 05/20 USD 11.03 –3.1 –47.2 –31.8
Short Mat Dollar A US BD LUX 05/20 USD 6.75 1.2 –12.7 –10.8
Short Mat Dollar A2 US BD LUX 05/20 USD 8.89 1.5 –12.7 –10.9
Short Mat Dollar B US BD LUX 05/20 USD 6.75 1.1 –13.1 –11.2
Short Mat Dollar B2 US BD LUX 05/20 USD 8.87 1.3 –13.1 –11.3
Short Mat Dollar I US BD LUX 05/20 USD 6.75 1.4 –12.1 –10.3

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 05/20 GBP 6.82 2.4 –24.9 –15.5
Andfs. Borsa Global GL EQ AND 05/20 EUR 5.55 –4.3 –36.9 –25.1
Andfs. Emergents GL EQ AND 05/20 USD 13.36 33.6 –37.4 –12.6

Andfs. Espanya EU EQ AND 05/20 EUR 10.76 –0.6 –33.6 –21.7
Andfs. Estats Units US EQ AND 05/20 USD 12.48 2.3 –35.0 –21.0
Andfs. Europa EU EQ AND 05/20 EUR 6.61 1.9 –33.1 –24.2
Andfs. Franca EU EQ AND 05/20 EUR 8.25 –0.4 –34.4 –26.5
Andfs. Japo JP EQ AND 05/20 JPY 459.70 4.9 –36.9 –27.7
Andfs. Plus Dollars US BA AND 05/20 USD 8.52 1.0 –19.1 –10.9
Andfs. RF Dolars US BD AND 05/20 USD 10.51 2.9 –8.2 –3.4
Andfs. RF Euros EU BD AND 05/20 EUR 9.42 5.2 –13.2 –8.8
Andorfons EU BD AND 05/20 EUR 12.59 5.5 –15.5 –11.2
Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1
Andorfons Mix 30 EU BA AND 05/20 EUR 8.22 1.5 –25.7 –17.1
Andorfons Mix 60 EU BA AND 05/20 EUR 7.92 –2.5 –34.8 –23.3

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 05/22 EUR 9.78 –2.9 –4.4 –2.2
DJE-Absolut P GL EQ LUX 05/22 EUR 181.16 3.4 –23.4 –14.7
DJE-Alpha Glbl P EU BA LUX 05/22 EUR 158.57 3.1 –19.2 –11.4
DJE-Div& Substanz P GL EQ LUX 05/22 EUR 185.34 6.0 –20.5 –12.8
DJE-Gold&Resourc P OT EQ LUX 05/22 EUR 148.04 13.2 –24.2 –7.2
DJE-Renten Glbl P EU BD LUX 05/22 EUR 123.35 3.1 1.8 0.7

LuxPro-Dragon I AS EQ LUX 05/22 EUR 118.34 27.5 –19.6 –6.1
LuxPro-Dragon P AS EQ LUX 05/22 EUR 115.51 27.3 –20.0 –7.1
LuxTopic-Aktien Europa EU EQ LUX 05/22 EUR 14.79 3.2 –16.0 –9.3
LuxTopic-Pacific AS EQ LUX 05/22 EUR 12.23 35.1 –33.8 –20.6

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 05/19 SAR 5.82 22.8 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 05/21 USD 290.32 18.2 –7.7 –2.9
Sel Emerg Mkt Equity GL EQ GGY 05/21 USD 163.46 24.8 –39.7 –15.6
Sel Euro Equity EUR US EQ GGY 05/21 EUR 79.95 9.4 –38.0 –28.7

Sel European Equity EU EQ GGY 05/21 USD 145.94 6.1 –46.6 –28.7
Sel Glob Equity GL EQ GGY 05/21 USD 151.32 5.4 –41.5 –27.3
Sel Glob Fxd Inc GL BD GGY 05/21 USD 129.04 0.1 –14.7 –4.1
Sel Pacific Equity AS EQ GGY 05/21 USD 106.17 17.4 –39.1 –18.1
Sel US Equity US EQ GGY 05/21 USD 101.37 0.6 –37.1 –24.2
Sel US Sm Cap Eq US EQ GGY 05/21 USD 135.50 3.6 –38.0 –28.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/19 EUR 295.68 1.3 –14.5 –9.5
EPB Flexible 50/50 OT OT LUX 05/19 EUR 220.46 2.0 –21.7 –14.7
KBC Eq (L) Europe EU EQ LUX 05/20 EUR 425.79 9.5 –38.2 –28.4
KBC Eq (L) Japan JP EQ LUX 05/20 JPY 16471.00 –1.5 –38.8 –30.3
KBC Eq (L) NthAmer EUR US EQ LUX 05/20 EUR 460.50 0.8 –38.3 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/20 USD 673.42 1.5 –36.4 –21.4
KBL Key America EUR US EQ LUX 05/19 EUR 330.54 3.7 –41.8 –24.3
KBL Key America USD US EQ LUX 05/19 USD 349.06 4.8 –40.5 –22.8
KBL Key East Europe EU EQ LUX 05/19 EUR 1510.50 42.7 –53.1 –29.1
KBL Key Eur Sm Cie EU EQ LUX 05/19 EUR 720.88 14.7 –42.8 –32.7
KBL Key Europe EU EQ LUX 05/19 EUR 541.91 4.5 –33.3 –25.4
KBL Key Far East AS EQ LUX 05/19 USD 1124.06 24.6 –34.1 –17.4
KBL Key Major Em Mkts GL EQ LUX 05/19 USD 477.46 39.4 –47.1 –17.7
KBL Key NaturalRes EUR OT EQ LUX 05/19 EUR 409.63 20.3 –35.0 –15.1
KBL Key NaturalRes USD OT EQ LUX 05/19 USD 424.13 17.6 –42.9 –14.7
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PetroChina reaches abroad
Chinese firm to buy
a $1 billion stake
in Singapore refiner

By Rick Carew

HONG KONG—PetroChina Co.
agreed Sunday to buy a US$1 billion
stake in oil refiner Singapore Petro-
leum Co. in a move expected to lead
to an offer for the entire company.

The agreement signals China’s
continued interest in extending its

reach into global
natural resources
at a time when
many resources
companies are des-

perate for cash.
PetroChina will buy 45.5% of pub-

licly listed Singapore Petroleum
from Keppel Corp. for about 1.47 bil-
lion Singapore dollars, or
US$1.02 billion.

Once the deal is approved by Chi-
nese regulators and closed, it will
trigger a general offer for the entire

business under Singapore’s take-
over code. The offer values the en-
tire company at US$2.25 billion.

Singapore Petroleum, one of the
nation’s three major refining compa-
nies, has exploration interests in
Australia, China, Indonesia and Viet-
nam. It reported 2008 revenue of
S$11.1 billion. Keppel is part-owned
by Singapore’s Temasek Holdings
Pte. Ltd. investment company.

Oil and gas companies are less
hard-hit by the global downturn
than mining assets, but remain
prime targets for Chinese energy
companies with flush balance
sheets. The purchase of Singapore
Petroleum represents a new move
by PetroChina to extend its influ-
ence in the region’s oil-refining and
distribution markets.

The acquisition will become “a
new platform for the implementa-
tion of our international strategy
and will provide a broader founda-
tion and stable path for develop-
ment,” PetroChina said in a pre-
pared statement.

China’s state oil companies are
hunting for acquisitions abroad at a

time when they have access to
greater cash reserves than many in-
ternational peers. In the past, Chi-
nese companies have struggled in in-
ternational oil markets dominated
by Western giants such as Chevron
Corp. and Exxon Mobil Corp.

Past acquisitions mainly focused
on markets or regions with unstable
political regimes that were largely
ignored by Western oil companies.
More recent acquisitions have in-
cluded oil fields in Syria and a China
National Offshore Oil Corp. take-
over of a oilfield-services company
in Norway.

Lower oil prices have made acqui-
sitions of oil-related assets cheaper.

China has been a chief source of
funding for natural-resource compa-
nies, included several recent oil-for-
loan deals between Chinese policy
banks and national oil companies in
Russia and Kazakhstan. China also
signed a deal with Brazil to guaran-
tee oil supplies in exchange for help-
ing to finance Brazil’s aggressive oil-
exploration plans.

Deutsche Bank AG is advising
PetroChina on the acquisition.
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By Tomoyuki Tachikawa

And Megumi Fujikawa

TOKYO—The Bank of Japan
raised its assessment of the econ-
omy for the first time in nearly three
years, amid signs that the country
may have seen the worst of its reces-
sion.

BOJ Governor Masaaki
Shirakawa said at a news confer-
ence after the bank’s policy-board
meeting Friday that Japan’s gross
domestic product likely will be mark-
edly better in the April-June quarter
than in the first period, but warned
that uncertainty and downside risks
remain high.

“Economic conditions in Japan
have been deteriorating,” but “the
pace of deterioration in economic
conditions is likely to moderate
gradually,” the BOJ said in a state-
ment at the end of its policy-board
meeting. That was a slight change
from last month, when the central
bank said economic conditions in Ja-
pan had deteriorated “signifi-
cantly.”

The change in the BOJ’s assess-
ment adds to a growing sense that
the Japanese economy may be
through the worst of the recession.
The government said Wednesday
that Japan’s gross domestic product

contracted 4% quarter-to-quarter in
the January-March period, for an an-
nualized 15.2% drop—the worst
showing since Tokyo adopted the
current data format in 1955.

But “exports and pro-
duction are beginning to
level out against the back-
drop of progress in inven-
tory adjustments both at
home and abroad,” the
BOJ said in its statement.

Whether the economy
will get back on a recovery
track, however, “depends
on the strength of final de-
mand after inventory ad-
justments end,” Mr.
Shirakawa said.

The less-pessimistic
view implies that the cen-
tral bank is unlikely to adopt signifi-
cant new measures unless the econ-
omy again shows signs of a rapid
downturn.

“I think they’re going to keep
their wait-and-see stance, keep cur-
rent monetary policy unchanged to
see how the economy will develop,”
Mitsubishi UFJ Securities strategist
Naomi Hasegawa said.

On Friday, the BOJ policy board
voted unanimously to keep interest
rates steady at 0.1%, and to begin ac-
cepting some foreign-government

bonds as collateral in its open-mar-
ket operations. The board also voted
to accept U.S. Treasury bonds and
other foreign-government debt in-
struments as collateral for its fund-

ing operations.
The BOJ has taken steps

in recent months to make
funds available to cash-
strapped financial institu-
tions affected by the reces-
sion.

Traders questioned the
impact of that move in the
current environment.

“The BOJ needed to find
something nonmaterial to
do because if they ended up
just showing concern
[about the economy] but do-
ing nothing, it would have

been a disappointment,” said Hideki
Nakano, head fixed-income trader
at Nikko Citigroup. “So they have to
be innovative in finding ways to
send the message that they’re con-
cerned and taking action, but it’s
more a message than anything else,
it’s just about attitude.”

Analysts said the BOJ’s decision
on foreign bonds was essentially in-
surance against another major liquid-
ity crisis such as the one last fall.
 —Michael S. Arnold

contributed to this article.

BOJ raises assessment of economy

Sinopec output is rising,
but oil prices sap profit
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By Shai Oster

China Petroleum & Chemical
Corp. said its refineries are running
at higher rates, adding to some ten-
tative signs of economic recovery in
China.

But the rebound in international
oil prices to about $60 a barrel has
pushed the company’s refining busi-
ness back into the red, because low,
state-set fuel prices make it hard to
recoup the greater costs.

Su Shulin, chairman of the state-
owned company, known more famil-
iarly as Sinopec, said China’s appar-
ent consumption of fuel and other
oil products rose 1.5% in April com-
pared with a year earlier.

Zhang Jianhua, senior vice presi-
dent, said the company’s refineries
were running at 90% capacity.

Sinopec is Asia’s biggest refiner,
with a smaller presence in oil and
natural-gas production.

The company has struggled with
low profit margins despite a new
government policy that domestic
fuel prices should more closely
track the international markets
where Sinopec buys its crude oil.

The company’s profit fell 47%
last year, its first annual earnings de-
cline in seven years. Sinopec saw
some relief when oil prices cratered,
but the recent climb back toward
$60 a barrel has erased its profit
margins. “The pressure is large,”
Mr. Su said.

To make up for losses on the do-
mestic fuel market, Asia’s biggest re-
finer has been exporting 600,000
tons of refined products a month,
about half of it diesel, according to
Mr. Zhang.

The two Sinopec executives were
speaking on the sidelines of the com-

pany’s annual general meeting.
Chinese customs data Friday

showed that diesel exports rose to a
record in April, while gasoline hit a
near two-year high, as refiners
sought to offload stockpiles and
cash in on higher prices outside
China.

The fall of global commodity
prices such as steel have reduced
costs for oil companies.

“Now is a good time to reassess
our plans and optimize them,” Mr.
Su said.

The company has announced
plans to increase capital expendi-
tures by 4.2% this year to 111.8 bil-
lion yuan (about $17 billion), of
which half would go to developing
oil and gas fields and building gas
pipelines in China.

Separately, Mr. Su said Sinopec
is actively assessing possible acqui-
sition targets or ventures in South
America and Africa.

—Wan Xu
contributed to this article.

BEIJING—China’s securities reg-
ulator issued draft rules late Friday
for new-share issues, in a signal that
initial public offerings are set to re-
sume on China’s stock markets.

The China Securities Regulatory
Commission has imposed an unoffi-
cial moratorium on IPOs since Sep-
tember because of concerns that
pressure on liquidity would worsen
the country’s ailing markets.

The regulator said the revised
rules are intended to boost the mar-
ket’s role in pricing new shares. It
has said that once completed, the re-
vised rules are meant to narrow the

discrepancy between the IPO price
and the trading price on a stock’s de-
but.

China’s shares have no limit on
how much they can rise or fall on
their first day of trading. Subse-
quently, they aren’t allowed to rise
or fall more than 10% in a single day.
New issues have typically soared on
their stock-market debut.

The regulator is seeking opin-
ions on the draft rules until June 5.
IPOs will resume after the rules are
finalized.
 —Terence Poon

and Michelle Ng
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New Pyongyang power structure?
U.S. concludes Kim
has set in motion
a political transition

In Iraq, significant attacks are declining

By Juro Osawa

TOKYO—Japanese makers of sur-
gical masks say that despite increas-
ing production, they can’t keep up
with demand amid the spread of the
A/H1N1 flu virus.

Japan had confirmed 289 cases
of the A/H1N1 flu as of Friday, accord-
ing to the health ministry. Of those,
285 were in western Japan, where
the country’s first domestic infec-
tion was confirmed earlier this
month. Tokyo found its first case of
the flu Wednesday and now has
three confirmed cases.

“We are receiving inquiries from
municipal governments all over Ja-
pan, informing us of a mask short-
age,” said Ryosuke Ikemi, managing
director at the Japan Hygiene Prod-
ucts Industry Association, a trade
group.

The group said a production
boost doesn’t immediately increase
supply, because it can take as many
as 10 days for masks produced in
China to arrive, clear customs and
reach retailers.

No other countries have re-
ported similar shortages. In the U.S.,
which has registered more than
5,700 cases of the flu, Minnesota-
based 3M Co. has increased produc-
tion of masks known as N95 respira-
tors, said spokeswoman Jacqueline
Berry. Stores may periodically run
out, she said, but the masks are gen-
erally available.

The Centers for Disease Control
and Prevention in the U.S. says evi-
dence that masks control the spread
of flu among people is “extremely
limited.” Still, the CDC suggests indi-
viduals consider wearing the masks
in certain high-risk situations, such
as caring for a family member with a
respiratory infection in an area
where the spread of the A/H1N1 flu
has been confirmed.

The World Health Organization
has said that other preventive mea-
sures may be more important than
wearing a mask. These include re-
fraining from touching the mouth
and nose, frequently washing hands
and avoiding crowds.

Surgical masks aren’t an uncom-
mon sight in Japan’s cities, where
commuters and office workers often
wear masks during winter months
and hay fever season in February
and March. But May is usually a
quiet month for makers and sellers
of masks.

In the past few weeks, at Matsu-
motokiyoshi Holdings Co., Japan’s
biggest drug-store chain, mask
sales have skyrocketed. A spokes-
man said the retailer built a system
for stockpiling masks after the bird-
flu outbreak in recent years, but it is
struggling to catch up with the cur-
rent surge in demand.

Seijo Corp., which operates 276
drug stores mainly in Tokyo and the
surrounding region, said mask sales
this month so far are 10 times the
company’s usual figures. One Seijo
store in central Tokyo has limited
purchases to two packages per cus-
tomer since early May.

At mask maker Uni-Charm Corp.,
which produces its masks in Japan,
factories are operating around the
clock. Uni-Charm shares have gained
8% since April 27, following the flu
outbreak. Chugai Pharmaceutical
Co., which sells flu remedy Tamiflu
in Japan, has jumped 10% over the
same period. The Nikkei 225 Stock
Average, meanwhile, added 5.9%.

 —Jacob Goldstein in New York
contributed to this article.

The Barack Obama administra-
tion has concluded that North Ko-
rean leader Kim Jong Il, still recover-
ing from an August stroke, has initi-
ated a political transition inside his
reclusive state in which his
brother-in-law and third son are
emerging as major players in a
newly assertive power structure.

This political shift in Pyongyang,
senior U.S. officials say, has contrib-
uted to North Korea practicing an in-
creasingly aggressive foreign policy.
North Korea withdrew from diplo-
macy aimed at ending its nuclear-
weapons program shortly after Mr.
Kim’s believed stroke. And on April
5, the nation test-fired a three-stage
rocket, underlining concerns that
North Korea is trying to develop a
ballistic missile that can carry nu-
clear warheads.

Leading U.S. officials are now pub-
licly voicing their belief that Pyong-
yang will conduct its second nuclear
test in the coming months.

U.S. officials say Washington
hasn’t faced such uncertainty in North
Korea in 15 years, when Kim Jong Il
succeeded his father following a fatal
heart attack. But even then, Washing-
ton at least had a clear sense of the
transition line as Kim Il Sung had
clearly anointed his son. Today, say
current and former U.S. officials, the
exact succession line remains unclear
and Pyongyang appears to be revert-
ing to a hard line on national-security
issues as the North Korean elite jock-
eys for power.

“We don’t know if it’s a new lead-
ership right now, but they’re clearly
looking at contingencies,” said a top
U.S. official working on North Korea.
“It complicates how they view the
world.”

The Obama administration has
been focused on the deteriorating se-
curity situation in Pakistan and Af-
ghanistan since taking office, as well
as on Iran’s continued efforts to de-
velop nuclear technologies. But the
uncertainties about Pyongyang’s po-
litical transition, U.S. officials say,
are emerging as a significant con-
cern.

So far, the Obama administration
has responded cautiously to North
Korea’s moves on the nuclear issue
and its test-launch last month of a
multistage rocket, in part, because
of concerns about Pyongyang’s politi-

cal instability. Senior U.S. officials
stress that they remain open to hold-
ing bilateral talks with North Korea.
But they are also developing mecha-
nisms to further undercut North Ko-
rea’s economy, and particularly its
weapons trade, if Mr. Kim doesn’t
come back to the negotiating table.

“It’s very clear that the North Ko-
reans want to pick a fight,” said Gary
Samore, President Obama’s coordi-
nator for weapons of mass destruc-
tion policy, this month. “They want
to kill the six-party talks” focused on
Pyongyang’s nuclear program.

U.S. officials have been closely
watching the unfolding drama in
North Korea since Mr. Kim became
sickin August, while also acknowledg-
ing their limited access to information
about the secretive country. Secretary
of State Hillary Clinton openly dis-
cussed the uncertainty about Mr.
Kim’s grip on power for the first time
during a visit to Asia in February.

A big sign of change in North Ko-
rea came last month when Jang
Seong Taek, the husband of Kim
Jong Il’s younger sister, took a posi-
tion on North Korea’s National De-
fense Commission.

The National Defense Commis-
sion, which Kim Jong Il chairs, is
North Korea’s most powerful institu-
tional body and combines leaders
from the military and the Korean
Workers’ Party. Now, Mr. Jang is
seen as positioned to potentially
take power himself if Mr. Kim’s
health fades in the near-term.
Longer term, he could guide one of
Mr. Kim’s three sons to a position of
supreme leadership. U.S. and South
Korea officials increasingly de-
scribe Mr. Jang as a “regent” en-
trusted by Kim Jong Il to safeguard

his family’s interests.
“Clearly he played a major role

over the course of the last year or so
during the health issue,” said a se-
nior U.S. defense official monitoring
North Korea. “Kim Jong Il has never
wanted someone to come to the fore
previously.”

Mr. Jang’s growing power has sur-
prised many North Korea analysts be-
cause of the up-and-down nature of
his career. Mr. Jang met Kim Jong Il’s
sister, Kim Kyung Hee, at a Pyongyang
university in the late 1960s but was
subsequently banished to Moscow by
North Korean leader Kim Il Sung. The
elder Kim apparently opposed Mr.
Jang’s union with his daughter before
consenting in 1972.

But since Kim Jong Il’s return to
public life after his stroke, Mr. Jang
repeatedly has been seen standing
at the dictator’s side in photos and
videos distributed by state media.

Mr. Jang’s appearance “is a sig-
nal from Kim Jong Il that he has a
plan for succession,” said Dennis
Wilder, who served as President
George W. Bush’s top Asia adviser
until January. “Kim needs a regent
to guide the process.”

North Korean state media for-
mally announced Mr. Jang’s appoint-
ment. Pyongyang has denied Mr.
Kim has experienced any health
problems and said North Korea has
been the victim of Western propa-
ganda.

U.S. diplomats and intelligence
officials also increasingly believe

Kim Jong Il’s third son, Kim Jong Un,
is emerging as a possible successor
to his father. South Korean and Japa-
nese media have widely reported
the younger Kim has also been
named to the National Defense Com-
mission, though U.S. offficials stress
they haven’t confirmed this.

Still, U.S. officials said they in-
creasingly view Kim Jong Un as an
important player in North Korea’s
power equation. The 26-year-old
has emerged as a stronger con-
tender than either of his brothers.
Kim Jong Nam, Kim Jong Il’s eldest
son, was widely discredited in 2001
when he was detained in Japan for
traveling on a forged Dominican Re-
public passport in a bid to visit To-
kyo Disneyland. The middle son,
Kim Young Chol, has been described
as frail and unlikely to possess the
stature to lead.

Kim Jong Il seems to view Kim
Jong Un as the most like him in
views and values, said the senior
U.S. defense official. The younger
son’s mother, Ko Yong Hee, who died
in a 2004 car crash, is also believed
to be Kim Jong Il’s favorite of his
three wives.

Kim Jong Un fascinates North Ko-
rea analysts as he studied at an inter-
national school in Bern, Switzerland
and is reported to be a fan of West-
ern pop stars.

“Kim Jong Il was very insular,
but now you have this fellow who’s
exposed to the West,” said Victor
Cha, a North Korea specialist who
also served in the second Bush ad-
ministration. “How could this im-
pact North Korea? It’s unknown.”

Pyongyang’s political transition
has led North Korea to tighten its
grip within the secretive nation, say
U.S. officials. North Korean authori-
ties detained and are trying two U.S.
journalists on spy charges. North Ko-
rea also has expelled South Korean
business executives from a jointly
developed industrial park.

U.S. officials say they have main-
tained some low-level communica-
tion with North Korean diplomats
through Pyongyang’s United Na-
tions mission in New York. But Mr.
Obama’s chief envoy on North Ko-
rea, Stephen Bosworth, has been re-
buffed in his efforts to visit Pyong-
yang. And even diplomats from tra-
ditional North Korea allies, such as
Russia, haven’t been granted meet-
ings with senior North Koreans in re-
cent months.

U.S. and South Korean officials
said it is possible North Korea may
never agree to return to the interna-
tional diplomatic process. One
South Korean official said that if
Pyongyang tests another missile,
“the reaction would be strong
enough to send lessons to the
North.”

Kim Jong Il, center, visits a North Korean
air force unit in a photo released by state
media; at right, a picture thought to be
of his son, Kim Jong Un, at the age of 11.

ECONOMY & POLITICS

By Jay Solomon,
Evan Ramstad
and Peter Spiegel

By Gina Chon

BAGHDAD—Although a recent
surge in violence has claimed the
lives of almost 300 Iraqis in recent
weeks, the U.S. military said on Sun-
day that the number of high-profile
attacks has fallen more than 50% so
far in May from April.

U.S. military spokesman Maj.
Gen. David Perkins said there had
been 13 significant attacks in Iraq
this month as of Saturday compared
with 28 during the whole of April.
The number of mass casualties this
month as of Saturday is down 58%

from the equivalent period last year.
Gen. Perkins also said that as

U.S. combat forces prepare to with-
draw from Iraqi cities by June 30,
Iraqi and U.S. security forces are
working to ensure the transition is
as smooth as possible and to avoid
a spike in violence.

In addition, the Iraqi govern-
ment could ask the U.S. for assis-
tance past the June 30 deadline in
line with a security agreement
signed last year, Gen. Perkins said.
That means American forces could
still patrol urban areas and have
temporary lodging there if that

were deemed necessary.
Iraqi military spokesman Maj.

Gen. Qasim Atta said there are clear
signs that security is improving, in-
cluding the planned opening of a
main road from the Green Zone to
the rest of Baghdad.

Citing a rocket attack in the
heavily fortified Green Zone on Fri-
day evening that killed at least one
American contractor, Gen. Atta said
that while insurgents and other vio-
lent groups aren’t defeated, this
time the Iraqi security forces were
on the offensive instead of the defen-
sive. The security forces’ capabili-

ties have grown to the extent that
they are pursuing insurgents in pro-
active operations instead of just re-
acting as they had in the past, he
said.

Gen. Atta said that at the height
of Iraq’s violence, Baghdad suffered
at least 400 violent incidents a
week, but the number now has
fallen to about 20 to 25 attacks a
week. He also said that recent at-
tacks aimed at reigniting sectarian
violence have failed, and that there
have been no retaliatory acts for
bombings that targeted Shiite popu-
lations in recent weeks..

As flu spreads,
Japan is facing
a mask shortage
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India bucks region’s losses,
rising for 11th straight week
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Rice reversal: plenty this year
Prices have slumped
after shortage in ’08;
large crops in Asia
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The Indian market dodged a re-
gional slide Friday to snap a two-ses-
sion losing streak and end the week
with a 14% advance, marking its 11th
straight week of gains.

The Bombay Stock Exchange’s
benchmark Sensitive Index rose
1.1% to close at 13887.15.

Elsewhere in
Asia, stocks were
mostly lower, with
Japan’s Nikkei
Stock Average of

225 companies down 0.4% at
9225.81 and Australia’s S&P/ASX
200 losing 1.4% to 3761.60. Both
were down for the second consecu-
tive day and the second week in a
row.

In Mumbai, Larsen & Toubro, In-
dia’s top engineering firm by reve-
nue, was the biggest percentage
gainer among the blue chips, rising
4.7%. Reliance Industries, India’s
most valuable company, gained
3.1%, while ICICI Bank jumped 4.5%.
All had fallen a day earlier.

The region’s broad losses came
after a warning Thursday from Stan-
dard & Poor’s that it may down-

grade the U.K. government’s credit
rating raised concerns about U.S.
credit ratings as well.

Steelmakers lost ground on con-
cerns that Chinese supply of the
metal could outstrip demand and
keep prices in check. In Tokyo, Nip-
pon Steel fell 2.9% and JFE Hold-
ings was down 2.1%. In Seoul, Posco
fell 3.2%, while in Hong Kong, An-
gang Steel gave up 2.7%.

The yen’s strength against the
dollar hurt shares of exporters in To-
kyo. Canon fell 1.9% and Elpida Mem-
ory shed 1.5%.

Resource stocks were broadly
lower in Sydney, with BHP Billiton
down 2.7% and Rio Tinto off 3.3%.

In Taiwan, construction and real-
estate stocks got a boost from an
Economic Daily report that Taiwan
planned to let Chinese investors
take out bank loans to buy houses.
Farglory Land Development
jumped 7%, while Cathay Real Es-
tate Development added 4.3%.

The Bank of Japan left its policy
rate unchanged. But it upgraded its
economic assessment for the first
time in nearly three years, seeing im-
provement in exports and production.

Filipinos lined up last July to buy subsidized rice outside a National Food
Authority warehouse in the Manila area, amid shortages and high prices.
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By Ian Berry

CHICAGO—A year after prices
soared to record levels amid panic
over supply shortages, rice appears
to be plentiful and the market is in
the midst of a prolonged slump.

The stalled global economy,
large Asian crops and a move by
governments to loosen their grip
on stocks have conspired to keep
prices under pressure for months,
analysts said.

Friday, nearby July Chicago
Board of Trade rice futures fell
seven cents to settle at $12.055 a
hundredweight, down from $15.63
on the first trading day of 2009.
On April 24, 2008, the nearby con-
tract hit a high of $24.85.

Although the market has had
brief rallies and remained range-
bound at times, the trend has been
lower since the start of the year.

“The markets can collapse,
they can rise, but they can also
just sort of grind down,” said Milo
Hamilton, co-founder of advisory
firm firstgrain.com. “And that’s
what we’ve been seeing.”

Rice’s performance is in con-
trast to other grain markets. It
also is a departure from last year
when fears of shortages sparked
food riots internationally.

Looming over the market are
large supplies in some Asian coun-
tries, which, unlike last year, are
willing to part with some of it.
Thailand is expected to unload
some of its stocks into the market,
with the U.S. Department of Agri-
culture projecting 2009-10 ex-
ports of 8.5 million metric tons af-
ter the country was a net importer
in 2008-09. India is expected to
end its export ban, as well as its
ban on rice-futures trading.

Some countries, such as Indone-
sia and Bangladesh, are expected
to curb imports.

The USDA projected world rice
production for 2009-10 at a record
448.1 million tons, up 4.5 million
from the current year.

“Large crops are projected for
most of Asia, including record
crops in Bangladesh, Cambodia, In-
dia, Indonesia, the Philippines,
and Thailand; and a near-record in
Burma and Vietnam,” the report
said.

The seeds for the current bear
market were sown during last
year’s bull market, some analysts
said.

Mark Creed, president and
chief executive of brokerage Creed
Rice Co., said growers “undoubt-
edly responded to high prices” and
planted more rice. Governments
also intervened to encourage grow-
ers to plant more rice and pursue
higher yields, he said.

He said would-be buyers have
been “constipated” with high-
priced stocks purchased last year.

“There’s no question that what
happened last year was extremely
detrimental to the overall process
of the market,” Mr. Creed said.

Analysts mostly agree that
there was no shortage of rice last
year; the problem was that some
countries decided to ban exports.
Now, Thailand and India are ex-
pected to slowly release supplies.

“They’re sitting on it; they’re
still not selling it much yet, but
eventually they’re going to have
to,” said Jack Scoville, vice presi-
dent of brokerage Price Futures
Group.

In the face of large supplies and
a market that shows no signs of re-
turning to last year’s highs, buyers
have largely retreated to the side-
lines, analysts said.

“Basically, people are buying
hand to mouth,” firstgrain.com’s
Mr. Hamilton said. “When you
have those large supplies in coun-
tries, there’s always an opportu-
nity for the buyer to think he can
get a better price some time.”

Analysts disagree as to how

bearish the current market is, and
how long prices will continue to
drag. Some said the market needs
a surprise buyer, which they said
seems unlikely.

Mr. Creed said the most obvi-
ous way the market could get a jolt
is from a natural disaster. He said
large supplies could loom over the
market through the first half of
2010, although he said that others
don’t think prices will suffer for
that long.

The market’s swoon has been
driven by supply, he said, and a dis-
ruption of supply is how it could re-
bound. He said, for example, that a
reduction in the Indian crop from
100 million tons to 80 million tons,
perhaps because of an unusual
monsoon season, could change the
market’s outlook in short order.

Jeremy Zwinger, president and
CEO of the Rice Trader, a trade pub-
lication, said the long-term supply
situation isn’t as bearish as it
seems to some. Stocks-to-use ra-
tios still are low, he said, and sup-
plies are a product of strong crops.

“You don’t have record world
crops every year forever,” Mr.
Zwinger said. “You need to have a
record crop every year to be able
to keep up with the population in-
crease. If you dropped down to the
[production] level of five years
ago today, you’d have massive is-
sues.”

He said the biggest factor in the
market’s climb last year and its
plunge this year hasn’t been sup-
ply and demand, but the dollar. It
was weaker last year and has re-
bounded, but Mr. Zwinger and oth-
ers expect it to plunge again. That
will make prices higher, he said.

ASIAN-PACIFIC
STOCKS
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Lebanese election draws American visitors
U.S. seeks to counter
Hezbollah’s influence
through June 7 polls

By Chip Cummins

And Nada Raad

BEIRUT—U.S. Vice President Joe
Biden visited Lebanon Friday in the
home stretch of a political campaign
pitting a Western-backed coalition
against a bloc led by Hezbollah.

Mr. Biden’s trip follows last
month’s stopover by Secretary of
State Hillary Clinton. The visit un-
derscores the regional stakes in Leb-
anon’s parliamentary elections
scheduled for June 7.

The vote, to determine who has
the upper hand in forming the next

government, is the first election
since a Qatari-brokered deal last
year ended a political stalemate be-
tween the two sides. The race is ex-
pected to come down to a handful of
battleground districts.

A strong showing by
Hezbollah and its allies
could be interpreted
across the region as fur-
ther encroachment by Iran
and its proxies. Israel and
many Western-allied Arab
states have grown increas-
ingly concerned about Teh-
ran’s influence.

“We are part of the big
game,” says Boutros Harb,
a member of parliament
for the West-leaning bloc. Mr. Harb
is seeking to keep his seat in the
closely fought Christian district of
Batroun, a Beirut suburb.

Hezbollah, a Shiite political and
military group backed by Iran and
Syria, accused Washington of inter-
fering. “The U.S. high interest in Leba-
non triggers strong doubts over the

reasons behind it,” the group
said in a statement Friday.
The two high-ranking visits
“constitute explicit med-
dling in Lebanese affairs.”

Mr. Biden said he didn’t
come to take sides. But after
meeting with President
Michel Suleiman, he told re-
porters he would “urge
those who think about
standing with the spoilers
of peace not to miss this op-
portunity to walk away

from the spoilers.”
In May 2008, Hezbollah’s militia

briefly seized swaths of Beirut, dur-
ing the final throes of an 18-month

political stalemate between Leba-
non’s Western-leaning government
and an opposition umbrella spear-
headed by Hezbollah. The muscle-
flexing forced the government into
a series of political concessions, in-
cluding granting the opposition
veto power.

Lebanon’s 128 parliamentary
seats—which are all up for election
in June—and its top government
posts are allocated along sectarian
lines. That limits the power of any
one group, including Hezbollah and
its allies, no matter who wins next
month. Big decisions must be made
by consensus. Lebanon’s president,
Mr. Suleiman, is a popular former
army commander largely seen as in-
dependent.

Still, any gains by Hezbollah,
which Washington and Israel desig-
nate a terrorist group, could cause

regional concern. They could also
jeopardize U.S. assistance to Leba-
non.

Washington has doled out signifi-
cant aid in recent years, including
hundreds of millions of dollars in se-
curity-related assistance. Mr. Biden
said Friday that future U.S. aid to
Lebanon will be based on the poli-
cies of the new government.

Sunni districts are largely ex-
pected to vote for the pro-West bloc,
called the March 14 movement. Shi-
ite districts are expected to vote for
Hezbollah or its allies. The March 14
movement holds 70 seats in Parlia-
ment. The opposition has 58; of
those, 14 are Hezbollah.

Hezbollah and its partners appear
to have all but locked up the vote in
southern Lebanon. The group’s yel-
low flags and campaign posters plas-
ter the region’s roads and towns.

That has meant much of the cam-
paigning is aimed at Christian dis-
tricts, such as Batroun, an affluent,
hilly enclave of apartment build-
ings. The district has two seats,
both of which must be held by Ma-
ronite Christians, who make up 70%
of the district’s 58,000 registered
voters.

Mr. Harb says he thinks he is
ahead, but acknowledges it’s a close
race with his opponent—Lebanon’s
telecommunications minister and a
political ally of Hezbollah.

“We accept the possibility” of de-
feat, he says.

Independent polls are rare here,
making it difficult to gauge voter
sentiment. Complicating matters,
voting across Lebanon often hinges
more on clan and family loyalties
than campaign issues or candidates’
positions. That means districts can
become divided early on, analysts
say.

Swing voters can represent as lit-
tle as 8% of most districts’ elector-
ate “because we have a lot of extrem-
ists,” says Rabih Haber, a political
pollster who does work for the
March 14 movement.

“It’s a very close race,” he says.
Lebanon has long served as a

proxy battleground for bigger re-
gional players, who have for de-
cades pumped in cash, guns and
fighters. In the current election,
both sides have accused the other of
using funding from overseas to fi-
nance campaigns.

In Kfar Kila, a Hezbollah strong-
hold along the Israeli border in the
south, a large Iranian flag flutters
above a plaque thanking Tehran for
funding a newly paved road.

—Mohammed Aly Sergie
in Riyadh contributed

to this article.

Joseph Biden
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Deutsche Bank hires
former ABN debt banker

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

www.efinancialnews.com

Move over, black boxes: Brains are back
Crisis reveals flaws
of computer models;
the value of secrecy

By Mark Cobley

Quantitative fund managers, who
use computer models rather than hu-
man judgment to pick securities, have
seen their world turned upside down
by the credit crisis.

The first generation of managers
and their models have moved on:
Their inheritors are having to accom-
modate a changed landscape full of
skeptical investors. In reaction, quant
managers have spent 2008 making ad-
justments to their models, finding
new sources of data and tightening se-
crecy.

Assetmanagers, in general,are fac-
ing tough times, but stock-picking is
at least a familiar and well-worn con-
cept for investors. They may not al-
ways be happy with their human as-
set managers, but they are continuing
to talk to them. The so-called black
boxesthat carry out the complex strat-
egies of quantitative funds, on the
other hand, are increasingly out of fa-
vor with investors and investment
consultants.

A few years ago, they were her-
alded as a way around the biases and
irrationality of humans. They could
analyze value metrics, such as earn-
ings information in company ac-
counts, in a systematic, scientific fash-
ion and make impassive judgements
to build the best portfolios. In a
smoothly rising market, they were ef-
ficient at picking out the best of the
bunch, and exploiting sometimes
small differentials ruthlessly. Gold-
man Sachs Group Inc.’s quantitative
Alpha fund, posted stellar perform-
ance in the mid-2000s, swelling to
about $12 billion in size at its peak in
2007.

But quant funds were following
similar market factors, such as
changes to analysts’ earnings esti-
mates. During a bout of volatility in
July and August 2007, the models
came unglued. Price drops in certain
securities automatically led to further
declines as computers sold en masse.
The use of leverage addedto thesnow-
ball effect.

Goldman Sachs’s Global Alpha
fund had shrunk by about 80% from
its peak to the end of last year, thanks
to a combination of client withdraw-

als and negative market returns.
Some computer models have per-

formed well. Managed futures funds,
hedge funds that rely on computers to
spot trends in financial markets and
use derivatives to bet on them, made
14.1% last year, according to data pro-
vider BarclayHedge.

But many kinds of equity quant
funds, which try to pick stocks system-
atically, are still struggling, according
to the data provider Lipper. In U.S.
large-cap equities, quants’ historic
outperformance has been eroded—
they lost 37.53% during the 12 months
to March 31, 1.4 percentage points be-
hind their non-quant rivals. Mean-
while, quantitative equity long-short
funds lost 43.37% over the same pe-
riod, against a 27.07% drop for non-
quants.

Investors remain wary of quantita-
tive funds. In March, one of the early
adopters of quantitative “hedge-fund
lite” strategies, the U.K. pension plan
for home-improvement retailer King-
fisher PLC, terminated its account.
The manager of the product, known
as a 130/30 fund, was Goldman Sachs
Asset Management. Investment con-
sultants, who help guide the decisions
of large investors, say they are still un-
willing to put many of these products
in front of their clients. A spokesman
for Watson Wyatt said last week that
in early 2008 it had started to be skep-
tical when advising clients about
quantitative strategies and that it
hadn't changed its stance since.

Hans-Olov Bornemann, head of
the quantitative strategy group at

Skandinaviska Enskilda Banken AB’s
SEB Asset Management, which runs
about Œ3 billion, or about $4.2 billion,
in funds using quantitative strategies,
said the withdrawal of banks’ credit
lines to hedge funds had turned highly
leveraged funds into forced sellers.

“In the case of one big house, I
was told that their average position
corresponded to about 40 days’ trad-
ing,” he said. “If it takes you 40 trad-
ing days—nearly two months—to
exit your average position, you re-
ally have to question your risk man-

agement. Markets move a lot
quicker than that.”

Mr. Bornemann’s global equity
fund is unleveraged, and has pro-
duced an annualized 0.5% of excess re-
turn over its benchmark, the MSCI
World index,since inceptioninDecem-
ber 2003, but he said that excess was
much larger before summer 2007.

One of the biggest problems in
2007 was of quantitative funds
“crowding,” or all getting stuck in the
same bad trades. That happened be-
cause their models factored in pub-
licly available information from com-
panies’ reports and, in many cases,
used it in the same way to make the
same bets. So now they are looking
further afield for insights on stocks,
and keeping those insights to them-
selves.

Mike O’Brien, head of the Euro-
pean institutional business at Bar-
clays Global Investors, which runs
about $200 billion in quantitative and
enhanced-indexation strategies, de-
scribed 2007 as a “wake-up call.”

“The tier-one players have worked
to reduce and remove the generic sig-
nals from their models, and replace
them with proprietary factors and in-
sights,” Mr. O’Brien said. “At BGI, we
are using a lot more independently
generated information, such as mar-
ket research from the companies
themselves.”

Goldman Sachs, too, has over-
hauled its team and process, with
Katinka Domotorffy, a portfolio man-

ager since 1998, taking over as head of
quant. It is now working market risk
factors into its models, such as gener-
ally rising volatility.

Convincing skeptical clients may
take longer than fixing models, how-
ever, particularly if they can no longer
see the nuts and bolts.

But Mr. Bornemann of SEB, who
has never let investors have the de-
tails of how his process works, said he
is making headway in convincing cli-
ents that the cloak of secrecy was
worth it. He said: “A few years ago,
consultants used to say, ‘if I cannot
see the factors in the model, I cannot
recommend it to my clients.’ Now
they understand why that might not
be a good thing.”

Mr. Bornemann added that this
was no more secretive than ordinary
managers. “An investor or consultant
can never really know what goes on in
the mind of their fund manager. All
they can do is ask him to explain his
process, and trust his judgement. The
human brain is the blackest box of
all.”

By Duncan Kerr

Deutsche Bank AG has hired the
former head of public-sector bond
origination at ABN Amro, marking
the return of one of Europe’s best-
known debt bankers to the market a
year after he left the Dutch bank fol-
lowing its takeover by the Royal
Bank of Scotland Group PLC.

Clinton Orr, who left during ABN
Amro’s integration with RBS in June
last year, is expected to join Deut-
sche Bank shortly, according to a per-
son with knowledge of his move.

On joining Deutsche as director
of sovereign, supranational and

agency bond origination in London,
Mr. Orr will report to Bill Northfield,
head of the bank’s frequent bor-
rower group in debt capital mar-
kets. Deutsche has confirmed Mr.
Orr’s hire. Mr. Orr was unavailable
for comment.

Mr. Orr joined ABN in 2004 from
the European operations of Daiwa,
the Japanese broker, where he
worked for about three years. Dur-
ing his time at ABN, the bank’s cli-
ents included the Swedish govern-
ment, the World Bank, German de-
velopment bank KfW and Kommu-
neKredit, the Danish local govern-
ment funding agency.

Circuits down
Computer-run quantative funds have been underperforming 
their stock-picking peers in a variety of strategies.
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