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Obama’s first pick for Supreme Court

JEERING SQUADRON: More than 50,000 opposition supporters packed the national sports stadium, left, for an antigovernment rally in
the capital, Tbilisi, on Tuesday, as part of their campaign to force President Mikheil Saakashvili, right, to step down. Page 8.

Markets

By Jonathan Weisman

And Naftali Bendavid

WASHINGTON—U.S. Presi-
dent Barack Obama tapped ap-
peals-court Judge Sonia Soto-
mayor for the Supreme Court
Tuesday, hoping to elevate
the first Latina to the nation’s
highest court—and challeng-
ing conservatives who con-
tend she is a liberal activist un-
fit for the post.

In an emotional introduc-
tion, the president escorted
the New Yorker into the White
House’s crowded East Room,
hailing “an extraordinary
woman” who would bring to
the nation’s highest court
“the wisdom accumulated
from an inspiring life’s jour-
ney.”

A beaming Judge Soto-
mayor, 54 years old, called her-

self “an ordinary person who
has been blessed with extraor-
dinary opportunities and expe-

riences.”
In succeeding retiring Jus-

tice David Souter, Mr. Obama
is seeking to make history,
picking a Hispanic who rose
from public housing in the
Bronx to an extensive legal ca-
reer as a prosecutor, corpo-
rate lawyer, trial judge and fed-
eral appellate-court justice on
the Second Circuit in New
York. White House officials
called her the most qualified
nominee in a century.

The president is banking
on a strong Democratic major-
ity in the Senate to deliver
quickly her confirmation in
time for the Supreme Court’s
October session. Democrats,
liberal activists, Latino organi-
zations and women’s groups
hailed the pick and vowed to
fight for her quick approval.

But as the front-runner in

the selection process, Ms. So-
tomayor had already at-
tracted the attention of con-
servative judicial activists
seeking to slow down the pro-
cess, and potentially derail it.
Their main line of criticism fo-
cuses on Mr. Obama’s com-
ments in recent days that he
was seeking a judge with “em-
pathy” and a “common
touch,” remarks seized on by
opponents as a signal that his
court pick would use overly
wide discretion in interpret-
ing the U.S. Constitution, veer-
ing from interpreting the law
to making it.

Sotomayor critics are high-
lighting comments she made
at a 2001 lecture at the Univer-
sity of California, where she
said, “I would hope that a wise
Latina woman with the rich-

Please turn to page 31Breaking news at europe.WSJ.com

Inside

Buy, buy, bidders

Auctions fade as eBay tries
to grow and diversify.
News in Depth, pages 14-15

E U R O P E  E U R O P E  

Editorial&Opinion

Sonia Sotomayor with U.S.
President Barack Obama Tuesday.

Reform grips U.K. parties
With elections looming, Labour, Conservatives seek to cash in on change

A
ss

oc
ia

te
d

Pr
es

s

‘Saving’ jobs
Berlin may manage to
top even Washington’s
bailout mess. Page 11

Re
ut

er
s

(2
)

Corporate News: U.S. crackdown on alleged foreign bribery burdens domestic companies

Fo
ri

nf
or

m
at

io
n

or
to

su
bs

cr
ib

e,
vi

sit
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll+

44
(0

)2
07

30
9

77
99

—
Au

st
ria

Œ3
-B

elg
iu

m
Œ3

-C
ro

at
ia

HR
K

22
-C

ze
ch

Re
pu

bl
ic

Kc
11

0
-D

en
m

ar
k

Dk
r2

5
-F

in
la

nd
Œ3

.2
0

-F
ra

nc
e

Œ3
-G

er
m

an
y

Œ3
Gr

ee
ce

Œ3
-H

un
ga

ry
Ft

59
0

-I
re

la
nd

(R
ep

.)
Œ3

-I
ta

ly
Œ3

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ3

-N
et

he
rla

nd
s

Œ3
-N

or
w

ay
Nk

r2
9

-P
ol

an
d

Zl
12

-P
or

tu
ga

lŒ
3

-S
lo

va
kia

Œ3
.3

2/
Sk

10
0

-S
pa

in
Œ3

-S
w

ed
en

kr
29

Sw
itz

er
la

nd
SF

5
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
5

-U
.S

.M
ilit

ar
y

(E
ur

)$
2.

20
–

Un
ite

d
Ki

ng
do

m
£1

.5
0

7 7

What’s
News

europe.WSJ.com

Flagging faith in Georgian leader sparks show of strength

By Guy Chazan

Linda Cook, one of the
most senior women in the glo-
bal oil industry, is stepping
down as an executive director
of Royal Dutch Shell PLC after
losing the contest to become
the Anglo-Dutch oil major’s
new chief executive.

Shell said she will resign
Monday after working at the
company for 29 years. A
spokesman said the decision
was “by mutual agreement.”
He said she “will be available
to advise the company on
strategy and…ensure an or-
derly succession in gas and
power.”

Shell declined to make Ms.
Cook available for comment.

The 50-year-old Ms. Cook,
who had headed Shell’s gas-
and-power division for the
past five years, had been
widely tipped as a possible
successor to outgoing CEO Je-
roen van der Veer, who is step-
ping down at the beginning of
July. But she and the head of
exploration and production,
Malcolm Brinded, lost out to
Peter Voser, the chief finan-
cial officer.

Analysts said her depar-
ture showed Mr. Voser’s deter-
mination to form a new man-
agement team.

Some observers said the re-
moval of Ms. Cook could pave
the way for a major overhaul
of Shell’s corporate structure,
with the exploration-and-pro-
duction division possibly be-

Please turn to page 31

Cook
to depart
high post
at Shell

By Alistair MacDonald

LONDON—The U.K.’s po-
litical system is facing what
could be its biggest overhaul
in decades, as the country’s
leading parties push dueling
reform agendas in the wake
of a bruising scandal over
parliamentarians’ expenses.

With public anger high,
and with a majority of the
Parliament’s 646 seats likely
to change hands at a general
election to be held by June
2010, both the incumbent La-
bour Party and the opposi-
tion Conservative Party are
seeking to seize the initia-
tive by offering sweeping
change.

The proposals range
from abolishing the require-
ment that parliamentarians
be addressed as “Honorable
Member,” to limiting the
prime minister’s powers and
giving more autonomy to lo-
cal governments.

“What started out as an
expense scandal has mush-
roomed into a very signifi-
cant constitutional debate,”
said Patrick Dunleavy, pro-
fessor of political science
and public policy at the Lon-
don School of Economics.

While previous efforts to
reform Parliament—typi-
cally led by one or another
party—have met with vary-
ing success, both major par-

ties have a strong motiva-
tion to act this time around.
An explosive series of news-
paper articles detailing law-
makers’ dubious expenses,
which included charges rang-
ing from dog food to major
home renovations, has hit
public faith in the nation’s
political institutions.
Twelve members of Parlia-
ment, including Speaker
Michael Martin, have al-
ready stepped down or said
they will not stand for re-
election.

Labour and Conservative
politicians alike are rapidly
expanding what began
merely as a reform of the
way lawmakers compensate

themselves through pay and
allowances. In a speech Tues-
day, Conservative leader
David Cameron, whose party
has a strong lead in opinion
polls, set out an agenda for
what he called a “massive,
sweeping, radical redistribu-
tion of power.”

Among other things, Mr.
Cameron proposes eliminat-
ing the prime minister’s
power to set the date of gen-
eral elections, introducing
instead a four-year fixed
term for each Parliament
and whittling down the num-
ber of members. His propos-
als would give lawmakers
the authority to decide the

Please turn to page 31

Fiat chief Marchionne met
with Merkel to discuss de-
tails of the Italian car mak-
er’s bid for GM’s Opel unit.
The German chancellor plans
Wednesday to bring together
GM, Opel’s suitors and U.S.
and German officials. Page 2

n The UAW said it agreed
to a deal with GM that will
lead to the union owning
17.5% of the auto maker
once it restructures. Page 5

n U.S. home prices continued
their multiyear decline in
March. Separately, U.S. con-
sumer confidence improved
sharply in May. Page 22

n A jump in U.S. consumer
confidence pushed stock
prices higher on both sides
of the Atlantic. The Dow in-
dustrials rose 2.4%. Page 18

n Sibir said Gazprom Neft
offered to buy out Sibir’s mi-
nority shareholders in a deal
valuing the Siberian oil pro-
ducer at $3.07 billion. Page 2

n Music-rights holders are
nearing agreement on a pan-
European license that would
allow consumers to buy music
online across the EU. Page 5

n Santander agreed to pay
$235 million to settle poten-
tial legal claims tied to Mad-
off, making it the first “feeder”
fund to do so. Page 19

n Tight curbs on the TALF aid
program in the U.S. will bar
thousands of developers and
commercial-property owners
from participating. Page 17

n Capital is pouring into
Hong Kong, boosting prop-
erty and stock prices even as
the economy falters. Page 17

n A U.S. military officer and
a State Department employee
were among three Ameri-
cans killed by a bomb in Iraq.

n South Korea joined the
U.S.-led Proliferation Security
Initiative, a step Pyongyang
in March said it considered a
“declaration of war.” Page 9

n Germany and France
posted resilient consumer-
spending indicators, in another
sign the worst of the reces-
sion may be past. Page 8

n The European fund indus-
try had its first quarterly net
inflow since the start of the
financial crisis. Page 19

n South Africa entered reces-
sion, with first-quarter GDP fall-
ing an annualized 6.4%. Page 8

n California’s Supreme Court
upheld a voter-approved ban
on same-sex marriage.
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Even stable companies
are jumping into the market
while they can.

Danone plans to raise Œ3
billion ($4.2 billion)
through an equity issue, de-
spite its robust balance
sheet and single-A credit rat-
ing. It isn’t tapping the mar-
ket because of immediate
balance-sheet concerns—
the yogurt and mineral-wa-

ter producer has net debt to
earnings before interest,
taxes, depreciation and am-
ortization of about 2.8
times. Even though its debt
leapt after the Œ12 billion
purchase of Numico, it isn’t
huge for a consumer-prod-
ucts company.

Danone, instead, seems
to be taking advantage of
willing markets to open the

door to fill-in acquisitions
thrown up by the crisis and
gain breathing space if, say,
its mineral-water business
comes under more pressure.

It also means the com-
pany will remove the risk of
having to raise new debt at
short notice, if markets take
another turn for the worse.
While Danone’s next debt
repayment of Œ1.3 billion is

due only in 2010, the Car-
asso family has a Œ2.3 bil-
lion put option on its stake
in Danone’s Spanish opera-
tions. Danone says the fam-
ily hasn’t any plans to exer-
cise it.

But that could change.
The French company looks
smart in taking advantage
of a revival in appetite for
new paper. —Molly Neal

When oil spiked in 2008,
OPEC joined others in blam-
ing speculators. These
days, the cartel offers the
latter encouragement.

Ahead of this week’s
OPEC meeting, Saudi Ara-
bian Oil Minister Ali Naimi
warned that the fall in en-
ergy prices since 2008
could reduce investment in
new supply, prompting an-
other triple-digit price
spike.

With oil inventories
high, OPEC would normally
cut output quotas. Having
made big cuts already,
though, there is a risk of
overplaying that card. Com-
bined with the fall in crude
prices, lower output could

push cartel members’ oil
revenues down an esti-
mated 55% this year com-
pared with 2008. More-
over, output rose in April,
suggesting OPEC discipline
is cracking. Cutting quotas
again risks exposing such
fragility further.

Luckily for OPEC, it has
a helping hand. Investors
have targeted commodities
as a hedge against the risk
of inflation resulting from
loose monetary policy. In-
vestment dollars have bid
up the price of oil futures
relative to spot prices.
This premium makes it
profitable to store physical
barrels and sell them for-
ward, hence high invento-

ries.
Falling demand and ris-

ing inventory data should
be killing spot-oil prices.
Instead, expectations of in-
flation and lower invest-
ment in new supply, rais-
ing futures prices, prop
them up.

It’s a risky bet. OPEC’s
spare capacity is rising
and economic recovery is
likely to be slow, hence the
need for cheap money in
the first place. Once this
becomes clear, or storage
space for oil runs out, car-
rying crude will become
less profitable and invento-
ries will be liquidated.
Prices could fall sharply.
Indeed, the one-year for-

ward Nymex crude con-
tract’s premium over the
front month contract has
narrowed markedly since
April. One more reason for
OPEC to ratchet up the
rhetoric.
  —Liam Denning

Danone isn’t under pressure, it is thinking ahead

EDF’s subtle bid for help
With government check-

books wide open, everyone
wants a piece of the action.
Rather than asking for hard
cash, Électricité de France
is taking a subtler route
when asking for govern-
ment aid.

Faced with the massive
capital costs of constructing
nuclear reactors, the French
utility has warned the U.K.
government that new nu-
clear plants mightn’t get
built unless carbon taxes on
its competitors are raised.
That would make nuclear en-
ergy more competitive
against coal- and gas-fired
generation.

EDF has suggested that
the U.K. government put a
floor under the price of car-
bon permits. It argues that
low permit prices and subsi-
dies for other forms of low-
carbon power generation
such as wind power may un-
dermine investor confidence
in the economics of its U.K.
investment program.

EDF plans to build four
nuclear plants at a cost of
about £4.4 billion ($7.0 bil-
lion) each. But it claims that
with carbon permits trading
around £15 a ton, the eco-
nomics favor combined-cy-
cle gas-power stations over

nuclear until oil trades
around $60 a barrel (as it
does now). If carbon trades
at £30 a ton, nuclear be-
comes more attractive at
$48 a barrel, according to
EDF’s calculations.

The U.K. response is that
carbon prices are likely to
rise once the third phase of
the European Union’s emis-
sions-trading system is in
place. That will limit issu-
ance of free permits to cer-
tain sectors that have con-
tributed to the market’s vol-
atility. Higher energy prices
also may come to the rescue
of the nuclear industry as
the global economy recov-
ers.

But the reality is that the
U.K. is in a tight spot. The
country faces energy short-
ages partly because of
tougher environmental rules
that are forcing the closure
of coal- and oil-fired plants.
It has set ambitious emis-
sion-reduction targets that
can be met only by massive
investment in nuclear
power, the one available
large-scale, low-carbon
power source. The U.K. gov-
ernment has ruled out a pub-
lic subsidy for nuclear. But,
in a sense, the French have
Britain over a barrel.
  —Matthew Curtin

The reign in Spain: Nation sports new pride
Boosterism soars
along with victories;
Barcelona’s big goal

Oil looks poised to fall

FC Barcelona forward Lionel Messi, left, walks into his hotel in Rome on Tuesday,
a day before his team’s UEFA Champions League final against Manchester United.

By Austin Kelley

WhenFCBarcelonabeatChelseain
thesemifinals—witha bitofhelp from
poor refereeing—the Spanish press
proclaimed divine justice was done.

“Sometimes [football] is gener-
ous to the virtuous teams,” wrote Ra-
mon Besa in El Pais, one of Spain’s
most popular daily newspapers,
“and cruel to the evil teams.”

Barca was not only morally or-
dained, it was also intellectually su-
perior, according to DanielAlves, the
team’s Brazilian fullback. Mr. Alves
told the press that no English teams
could match Barcelona’s brain-
power. “We want to make sure,” he
said, “no English win in Rome. We
will use our intelligence to beat their
force. The mind will overcome the
body.” You might almost think Li-
onel Messi and his Barca teammates
were gurus, not football players.

FC Barcelona, which faces
Manchester United on Wednesday in
the Champions League final in Rome,
has garnered especially lavish praise
in the press. The team is symbol of
Catalan resistance and known for its
dramatic flair on the field.

Yet this boosterism is part of a
larger renaissance of Spanish sports—
and thus the florid rhetoric. After de-
cades of relative athletic ineptitude,
Spain has emerged as an interna-
tional sporting superpower. It
boasts the world’s top-ranked foot-
ball team, the top-ranked men’s ten-
nis player, the latest three Tour de

France winners, a two-time Formula
One world champion, and the FIBA
World Champion basketball team.
Consequently, the country’s ath-
letes and sports fans are expressing
a striking new national pride.

Last year, Marca, Spain’s leading
sportsnewspaper,proclaimed thear-
rival of “El Siglo de Oro (2),” the Sec-
ondGolden Age,comparingthecoun-
try’s recent sports success with the
16th and 17th century when “the
country lived at a cultural apex in
which all the arts flourished” and
“the Spanish style extended through
the world.” In another headline, it
called the Davis Cup winning tennis
team, the “Invincible Armada.”

“Every week, another triumph in
Spanish sport is documented,” says
Santiago Segurola, deputy editor of
Marca, “and these triumphs are con-
tagious, especially with the younger
generations.”

Barcelona, which is far from a na-
tional team, has still managed to gain
supportfrom newspapers likeMarca,
which normally back arch-rival Real
Madrid. “Even the fans of Real
Madrid have recognized the mastery
of Barca this year,” says Mr. Segurola.
Part of this endorsement stems from
Spain’s victory in last year’s Euro-
pean Championship. “The Spanish
team,” Mr. Segurola says, “included
several Barca players, defining the
team’s style, a style unique in its cre-
ativity and its notable difference
from the rest of the teams.”

Spanish fans demand more than
victory; they demand their teams to
play in a certain way. Real Madrid, for
example, has fired coaches several
times within weeks of winning cham-
pionships because the teams weren’t
aesthetically pleasing and attack-
minded enough.

Some observers see a connection
between the emphasis on aesthetic
footballandthetraditionofbullfight-
ing, a sport in which the “result” is
knownaheadoftime.“It’snotjustkill-
ing the bull; it’s how you do it,” says
John Carlin, a sportswriter in
Madrid. “It’s the dash, it’s the elan;
it’s the bravery; it’s the spectacle.”

Before Euro 2008, the latest edi-
tion of the quadrennial European
football championship, some Span-
ish fans felt their team had no defi-
nite approach, while others la-
mented that they often played beau-
tifully but ineffectively. “Spain has
always underachieved,” says Mr.
Carlin. “Spain for years and years
and years has played aesthetically
well, and often deserved to win on
points, but could never deliver the
knockout punch.”

Spain’s victorious run, many com-
mentators believe, finally married the
attacking flair with scoreboard suc-
cess, and this contributed to the
puffed-up self-image. The Spanish
styleoffootball,saysMr.Segurola,fea-
tures a “high percentage of posses-
sion,midfielderswithsuperiortechni-
cal and creative skills dedicated to an
attacking style with fast and nimble
forwards.” And winning. Suddenly, it
seemed,Spain could finally floatlike a
butterfly and sting like a bee.

Like many knockout punches,
though, this one was the result of a
lot of preparation and money. Since
the 1980s, the number and quality of
training facilities in Spain has
greatly increased. This was partly
the result of the ADO Plan (Plan to
Aid Olympic Sport ), a public-pri-
vate effort to fund sports, which was

originally initiated to prepare for
the 1992 Barcelona Olympics.

The current generation of ath-
letes has also grown up in an increas-
ingly prosperous country with bet-
ter nutrition and access to excellent
sporting facilities. The results can
be seen in players who are both
taller and fitter than in the past.

The Olympic Games, in which
Spain won 22 medals, also boosted
the confidence of the Spanish. “The
success of Barcelona ’92,” says Mr.
Segurola, “…changed the perception
of the world on Spain and of Spain on
itself. In sports, sociological, and po-
litical terms, Spain felt part of the
first world for the first time.”

Commentators note as well that
the emerging democracy and the
end of fascism allowed Spain to
come out of its shell. “They feel much
more like qualified European citi-
zens of the world,” Mr. Carlin says.

Still, though, a unified Spain,
even in sporting terms, may be a mi-
rage “when athletes or sports teams
are neither Catalan nor Basque,”
says Juan Diez Medrano, a sports
fan and sociologist in Barcelona.
“Catalan and Basque nationalists re-
main indifferent or experience the
Spanish sport victories as defeat.”

The politicization of sport may
actually explain some of the more
passionate rhetoric applied to the
Spanish when they play other na-
tions. For some, though, local alle-
giances are trumped by the beauti-
ful play. Mr. Segurola, a Basque na-
tive who edits a Madrid paper, says,
“It’s good for the sport that the best
team wins, the team that wants to
give the spectator their money’s
worth, the least introspective.”

“That was Spain during Euro
2008. That’s Barca this season.”

Crude recovery 
Nymex-traded light, sweet
crude on the continuous
front-month contract
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Fiat CEO, Merkel meet
Marchionne presses
case for takeover
of GM’s Opel unit

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.
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BERLIN—Fiat SpA CEO Sergio
Marchionne pressed his takeover of-
fer for General Motors Corp.’s ailing
Opel unit in direct talks with Ger-
man Chancellor Angela Merkel as a
decision neared on Opel’s future.

The meeting at the chancellor’s
office in Berlin came
ahead of another planned
for Wednesday at which
Ms. Merkel hopes to bring
together German and U.S.
officials with GM represen-
tatives and Opel’s poten-
tial suitors.

Fiat spokesman Gual-
berto Ranieri said Mr. Mar-
chionne discussed the de-
tails of his bid with Ms.
Merkel for an hour.

“He outlined the Fiat of-
fer and underlined the var-
ious industrial aspects and the pro-
cess of the Fiat proposal,” Mr.
Ranieri said. Neither Mr. Marchio-
nne nor Ms. Merkel addressed re-
porters after the meeting.

Economy Minister Karl-Theodor
zu Guttenberg said after the meet-
ing that he had a “serious impres-
sion” of Fiat’s offer but that all bid-

ders are still in the running.
“We must keep all options on the

table,” including a possible Opel bank-
ruptcy filing, Mr. Guttenberg said.

Ms. Merkel’s government is exam-
ining three bids for Germany-based
Adam Opel GmbH: one from Fiat;
one from a consortium that includes
Canadian auto-parts maker Magna
International Inc. and state-con-
trolled Russian lender Sberbank;
and one from New York-based buy-
out firm Ripplewood Holdings LLC.

Mr. Guttenberg later said that,
in addition, “interest has been sig-

naled from China.” He
didn’t elaborate, saying
that “we don’t know more
at the moment.”

Fiat’s rivals, Magna and
Ripplewood, were expected
to present their plans to
Opel worker representa-
tives Tuesday at the unit’s
Ruesselsheim headquarters
in western Germany.

With many German politi-
cians indicating a prefer-
ence for Magna, Mr. Marchio-
nne has sought to allay fears

that Fiat’s offer—which foresees
wrapping Opel into a global power-
house along with Chrysler LLC
—would mean drastic job cuts.

On Sunday, Mr. Marchionne was
quoted as telling the Bild am
Sonntag newspaper that “in the
worst case, a maximum of 2,000
jobs in Germany would be affected”

by the planned integration.
Ms. Merkel has said that deci-

sions will have to be made by mid-
week, though the choice of an inves-
tor ultimately falls to GM and the
U.S. administration. Germany

would decide on
whether to pro-
vide assistance,
and if so, what
kind.

A govern-
ment spokes-
man said Ms.
Merkel would
host a meeting
Wednesday
evening that
would include
cabinet minis-

ters; governors of the four German
states that have Opel plants; top of-
ficials from Fiat, Magna and possi-
bly Ripplewood; and representa-
tives from GM, GM Europe and the
U.S. Treasury Department.

Opel employs some 25,000 peo-
ple in Germany, nearly half GM Eu-
rope’s total work force. With elec-
tions looming in September, Berlin
is keen to save as many jobs as it can.

U.S. parent GM faces a June 1
deadline to restructure or file for
bankruptcy protection.

Gazprom arm courts holders
of Siberian oil producer

Angela Merkel

TNK-BP partners to hold
tryouts for CEO position
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By Andrew Langley

MOSCOW—Sibir Energy PLC
said Russia’s OAO Gazprom Neft of-
fered to buy out Sibir’s minority
shareholders in a deal that values
the oil producer at £1.93 billion
($3.07 billion).

Sibir, which has fields in Western
Siberia and a refinery in Moscow,
said Tuesday that the oil arm of
state gas monopoly OAO Gazprom
offered 500 pence ($7.95) a share. Si-
bir’s shares have been suspended
from trading on London’s Alterna-
tive Investment Market since Febru-
ary. They last traded at 174.75 pence.

Gazprom Neft’s offer excludes
stakes held by Bennfield Ltd., Cen-
tral Fuel Co., Bank of Moscow and
Gazprom Neft itself, which together
control more than 93% of Sibir’s
shares outstanding.

“It’sawayfor minoritysharehold-
ers who missed Gazprom Neft’s pre-
vious offers to exit at an attractive
price,” a person close to Sibir said.

By late last week, Gazprom Neft
had amassed a 27.5% stake in Sibir,
having won almost 17% in April by
outbidding bigger rival TNK-BP
Ltd., BP PLC’s Russian joint venture.
As recently as Friday, Gazprom Neft

had said that it wouldn’t seek more
than 30% of Sibir.

Analysts have widely predicted
acquisitions of smaller oil producers
after a slump in their shares and said
a full takeover bid by Gazprom Neft
was likely in order to maximize what
it can extract from Sibir’s assets.

Gazprom Neft declined to com-
ment.

Open-market trading in Sibir’s
shares were suspended in February
when the company began a probe
into dealings with major share-
holder Chalva Tchigirinski. The ty-
coon, who through Bennfield had
owned a 47% stake with partner Igor
Kesayev, had sought to sell hotel and
other real-estate assets to Sibir.

Despite canceling those deals, Si-
bir said Mr. Tchigirinski owes it
$400 million, in lieu of which the
businessman has transferred a 2.7%
stake—separate from his Bennfield
block—back to the company.

Sibir last month said it had filed
suit against Mr. Tchigirinski and
former Chief Executive Henry Cam-
eron, accusing them of share-price
manipulation and unauthorized pay-
ments. Messrs. Tchigirinski and
Cameron weren’t available for com-
ment.

LEADING THE NEWS

By Gregory L. White

And Guy Chazan

Struggling to find a new chief ex-
ecutive, BP PLC’s TNK-BP Ltd. Rus-
sian venture is hiring two men into
less-senior posts to try them out for
the top job while a representative of
BP’s Russian partners takes over as
interim chief, people close to the
companies said Tuesday.

The two potential candidates are
Maxim Barsky, a board member at
West Siberian Resources, a small
Russian oil company, and Pavel Ski-
tovich, former CEO of OAO Polyus
Gold, a Russian gold miner. Both will
be named to senior posts in the next
few weeks, the people close to the
matter said.

Mr. Barsky brings oil-industry ex-
perience but at a company much
smaller than TNK-BP, which is Rus-
sia’s No. 3 oil producer. Mr. Skitov-
ich has more management back-

ground but not in the oil business.
BP recently nominated Mr. Skitov-
ich as CEO but then agreed to the try-
out arrangement.

The selection process could last
three to nine months or more, the
people close to the matter said.

“We don’t want to set an artifi-
cial deadline, but it’s in nobody’s in-
terest to drag this out,” said a per-
son close to the Russian sharehold-
ers, a group of billionaires led by
Mikhail Fridman of Alfa Group, Len
Blavatnik of Access Industries and
Viktor Vekselberg of Renova.

The appointment of a CEO inde-
pendent of BP and its Russian part-
ners was a key element of a deal the
two sides made last fall to settle a con-
flict over governance at the 50-50
venture. The previous CEO, a U.S. citi-
zen and BP veteran, fled Russia last
summer amid official pressure and
accusations from the Russian part-
ners that he was favoring BP.

But BP, which nominates the CEO
under its deal with the Russian
shareholders, has had a hard time
finding a candidate with the combi-
nation of industry expertise, lan-
guage abilities and experience that
both sides agreed would be needed.
For the last six months, Tim Sum-
mers, a former BP executive who
was TNK-BP’s chief operating of-
ficer, has been interim CEO.

The Russian shareholders want a
rotation in the interim post, so Mr.
Summers will be succeeded by a rep-
resentative of the Russian share-
holders when his contract ends
June 1. BP and the Russian partners
expect to finalize the choice of the in-
terim CEO in the next few days. One
potential candidate is Mr. Veksel-
berg, according to people close to
both sides.
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Ms. Cook, seen last summer, built
Shell’s flourishing natural-gas business.

ing merged with gas-and-power.
Such a move, similar to a shake-up
at Shell’s rival BP PLC, could lead to
big cost savings and the shed-
ding—or reassignment—of several
senior managers.

“It’s not unusual for a new CEO to
want to revamp the structure,” said
Peter Hutton, an oil analyst at NCB
Stockbrokers. He said it would also
be a way of compensating Mr.
Brinded for losing out in the leader-
ship contest, because he would be
presiding over a much larger divi-
sion with far greater responsibili-
ties. It might also, he said, lead to a
more effective allocation of re-
sources within Shell.

A native of Shawnee, Kan., Ms.
Cook is credited with building

Shell’s flourishing natural-gas busi-
ness, once considered a sideline.
The company now produces just as
much gas as oil.

She has overseen a series of
megaprojects to produce liquefied
natural gas, such as one on the Rus-

sian island of Sakhalin and another
in Qatar. She also has supervised the
huge Pearl plan in Qatar to turn gas
into liquid transportation fuel,
which is still under construction
and is Shell’s single largest invest-
ment.

Part of her job was to negotiate
contracts to sell LNG, which is su-
percooled to liquid and exported
around the world on tankers, to
Asian customers such as big Japa-
nese electrical utilities. While Ms.
Cook had a reputation for excelling
at her job, LNG prices have
slumped amid a global recession
that has hollowed out energy de-
mand. With most of its big gas
projects now completed or coming
onstream in the next couple of
years, Shell is unlikely to sanction

more anytime soon.
Mr. Van der Veer said in a pre-

pared statement that he was grate-
ful to Ms. Cook for her “many impor-
tant contributions” to Shell’s suc-
cess. “Shell’s LNG capacity has risen
by over 60% in the last five years,
with more to come,” he said.

Ms. Cook has always been in a mi-
nority in the macho world of Big Oil.
At the University of Kansas in the
1970s she was one of only a few
women in her petroleum-engineer-
ing class. She joined Shell in Hous-
ton in 1980, holding a string of mana-
gerial and technical positions in the
U.S. She worked as head of gas and
power from 2000 to 2003, when she
was chosen to head Shell’s Canadian
division. She returned to gas and
power a year later.

Continued from first page

Cook to step down at Shell after failed bid for CEO post

Obama taps appeals judge as first choice for Supreme Court

U.K. parties aim to cash in on change as elections loom
FROM PAGE ONE

ness of her experiences would more
often than not reach a better conclu-
sion [as a judge] than a white male
who hasn’t lived that life.”

They also circulated a YouTube
video of a 2005 appearance at Duke
University, where Ms. Sotomayor
said the “court of appeals is where
policy is made.” In the video, she
joked that she shouldn’t say such
things on tape, but goes on to say the
law percolates at the appellate-court
level before its final interpretation
by the Supreme Court.

From her judicial record, conser-
vatives on and off Capitol Hill fo-
cused Tuesday on the Second Circuit
Court’s opinion unanimously uphold-
ing New Haven, Conn.’s decision nul-
lifying the promotion exams of 19
white and one Hispanic firefighter,
because no African-Americans were
promoted. That controversial ruling
has drawn fire from conservative le-
gal analysts for suggesting a quota-
like approach to affirmative action
at a time when courts have generally
been moving in the opposite direc-
tion.

“Judge Sotomayor is a liberal judi-
cial activist of the first order who
thinks her own personal political
agenda is more important that the
law as written,” said Wendy Long,
counsel to the Judicial Confirmation
Network, a conservative umbrella
group.

White House officials showed lit-
tle concern over those talking points.
They portrayed the New Haven fire-
fighters’ decision as merely a ratifica-
tion of a lower-court opinion, and
said it showed Ms. Sotomayor’s fidel-
ity to precedent and a conservative
willingness to tailor decisions on
such hot-button issues as affirma-
tive action to the narrow constraints
of individual circumstances.

The quote from California, White
House aides said, backs up the presi-
dent’s contention that life experi-
ence is vital if the Supreme Court is
to understand the real-world implica-
tions of its decisions. And in context,
the video is a quip on why legal orga-
nizations and law firms like to hire
appellate-court clerks, one official
said.

Conservatives seeking to derail
the nominee face an uphill battle.
Senate Republicans have only 40 of
the 100 seats, and the White House is
already working to ensure the Repub-
lican front isn’t united. White House
Chief of Staff Rahm Emanuel point-
edly called the Senate’s most moder-
ate Republican, Olympia Snowe of
Maine, Tuesday morning to person-
ally tip her off on Ms. Sotomayor’s se-
lection.

Then there is the issue of ethnic-
ity. Republican strategists are
openly worried that the party’s hard
line on illegal immigration has al-
ready alienated the burgeoning Lat-
ino voting block. Vocal opposition to
the successful daughter of Puerto
Rican immigrants could further alien-
ate Latinos, who helped deliver
states from Nevada and Colorado to
Virginia and Florida to Mr. Obama in
November.

But that doesn’t mean that Repub-
licans won’t give Judge Sotomayor a
hard time. Republicans on the Sen-
ate Judiciary Committee, which
takes the first look at Ms. Sotomayor,
are already voicing concerns that
she would make policy from the
bench. “That probably will be the

principal focus, or at least my focus,”
said Sen. John Cornyn of Texas. “I
will want some significant assurance
that she will not be another legisla-
tor in black robes.”

Sen. Orrin Hatch (R., Utah), a se-
nior Judiciary Committee member,
also cited the 2005 Duke comments
circulating on YouTube. “Give me a
break. Courts are not supposed to
make policy,” he said. “By necessity,
they have to decide tough situations,
but that doesn’t mean they substi-
tute their own policy preferences.”

Mr. Hatch, along with 24 of the
other 54 Republicans then in the Sen-
ate, voted to confirm Ms. Sotomayor
when President Bill Clinton pro-
moted her to the appeals court in
1998—but that doesn’t guarantee
support this time around. “I had
questions, but I supported her be-
cause I believe the president de-
serves deference,” Mr. Hatch said.
“And at that time, we didn’t have an
awful lot of statements from her.”

In the days after Justice Souter
announced his retirement on May 1,
Mr. Obama quickly narrowed the
field of potential nominees to nine
candidates, who were contacted by
White House officials led by Vice

President Joe Biden’s chief of staff,
Ron Klain, and his counsel, Cynthia
Hogan.

Of those nine, four were brought
in for more extensive interviews and
a formal sit-down with the presi-
dent: Solicitor General Elena Kagan
and appeals-court Judge Diane
Wood, who met with Mr. Obama last
Tuesday, and Homeland Security Sec-
retary Janet Napolitano and Ms. So-
tomayor, who were at the White
House Thursday.

Of the four, only Ms. Sotomayor
didn’t know the president person-
ally, and the two met for an hour in
the Oval Office, part of a seven-hour
visit to the White House that escaped
the press’s notice. Mr. Obama had
spent several nights reading her writ-
ings and judicial decisions.

The White House vetters went
through her taxes and financial
records, her decisions and electronic-
records trail, including the YouTube
footage, even the diabetes she has
had since childhood. They were satis-
fied opponents wouldn’t have too
much ammunition, and that she was
healthy enough to serve on the court
“for years to come,” as one aide put it.

Friday, the president told his

team he was inclined toward Ms. So-
tomayor but wanted the weekend to
think it over. He made his decision
Monday night and then called the “fi-
nal four” from his East Wing study
that night.

White House officials hope Ms.
Sotomayor’s life story supplies a nar-
rative compelling enough to trounce
the judicial barbs awaiting her in the
Senate.

Her parents arrived in New York
from Puerto Rico during World War
II and took up residence in a public
housing project. Her father, a factory
worker with a third-grade education
and no knowledge of English, died
when Ms. Sotomayor was nine.

Her mother worked two jobs as a
nurse to raise her family, bought the
only set of encyclopedias in the
neighborhood, and helped her daugh-
ter win a scholarship to Princeton
University and her son, Juan, to be-
come a physician.

With her heart “bursting with
gratitude,” Ms. Sotomayor recog-
nized her elderly mother, Celina, at
the White House, to loud applause.

“I am all I am because of her,” she
said, beaming from the podium, “and
I am only half the woman she is.”

Continued from first page

composition of parliamentary com-
mittees, which are usually chosen
by the prime minister and his cabi-
net. He also wants to hand more au-
tonomy to local governments, al-
lowing them to reverse central-
government decisions to cut ser-
vices if they can raise the neces-
sary money themselves.

Michael Gove, the Conserva-
tives’ spokesman for education
and children, said in an interview
that the party’s willingness to
limit the power of the prime minis-
ter demonstrates its dedication to
reform. “People’s anger on ex-
penses reflects a wider dismay of
people that Parliament has not
been working on their behalf,” he
said.

Prime Minister Gordon Brown
and members of his Labour Party
have aired similar proposals. Jack
Straw, the justice minister charged
by Mr. Brown with proposing a pro-
gram of reform, said Tuesday that
he agreed with part of what Mr.
Cameron said and offered cross-
party talks on the issue.

“What’s important is that there
is now a growing consensus in fa-
vor of many sensible changes,” Mr.

Straw said, noting in particular
that junior and opposition lawmak-
ers should be given more influence
over what goes on in Parliament.

Mr. Straw’s comments followed

a weekend in which two senior La-
bour ministers set out their own
agendas. Alan Johnson, the health
minister seen as a possible succes-
sor to Mr. Brown as party leader,

floated the possibility of moving
from the U.K.’s current first-past-
the-post electoral system, in which
the person garnering the most
votes in each constituency wins, to

proportional representation, in
which a party is represented ac-
cording to the overall share of
votes it wins. Rejected by then-
Prime Minister Tony Blair in 1998,
proportional representation has
since been implemented at local
parliaments in Wales, Northern Ire-
land and Scotland.

In a speech Saturday, Environ-
ment Minister Ed Miliband called
for an end to much of the pomp
that he said makes Parliament less
of an “open and welcoming place
for people.” He suggested, for ex-
ample, getting rid of Commons offi-
cials’ ceremonial garb and allow-
ing lawmakers to stop addressing
each other as “Honorable Mem-
ber.”

Some analysts, though, warned
that the fervency of politicians’
calls for reform could easily wane
if the expenses scandal fades and
the country’s deepening recession
rises back to the top of the priority
list. “The present constitutional de-
bate is not a debate, it sounds like a
bunch of headless chickens run-
ning round in a panic,” said An-
thony King, professor of British
government at the University of Es-
sex.

Continued from first page

Cleaning house | Proposals for a U.K. parliamentary overhaul 
Conservatives propose:

Limiting number of MPs to cut costs 
and streamline political process

Fixed-term Parliaments, eliminating 
prime minister’s ability to dictate 
election date

Allow councils to raise cash to make 
up for central-government decisions 
that would close local services

Some Labour members are discussing: 

Proportional representation

Getting rid of some of the pomp 
and ceremony

Devolving more power to local 
governments

Both parties are considering:

Limiting use of the Royal Prerogative, 
which allows the prime minister to 
make decisions, such as going to war, 
without consulting Parliament

Strengthening MPs’ roles by giving 
them more say over who goes in 
Parliamentary committees 
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At the World Business Summit on Climate Change, Danish Premier Lars Løkke
Rasmussen urged developed countries to cut emissions 80% from 1990 levels by 2050.

CEOs call for carbon cuts
Business leaders say
cap-and-trade plan
is better than taxes

ASSOCIATED PRESS

Global business leaders agreed
that the world must cut greenhouse-
gas emissions in half by 2050 by set-
ting specific limits on carbon.

Some 500 chief executive offic-
ers and other top business experts
said at the conclusion of the three-
day World Business Summit on Cli-
mate Change in Denmark that “im-
mediate and substantial” emissions
cuts were needed by 2020, followed
by cuts of at least 50% of 1990 levels
by 2050.

They said governments should
use the marketplace to set a global
price on carbon instead of taxing it,
according to a statement from con-
ference organizers. Under cap-and-
trade, the government establishes a
market for carbon dioxide by selling
credits to companies that emit
greenhouse gases.

The companies can then invest in

technologies to reduce emissions or
buy credits from other companies
that already have met their emis-
sion reduction goals. But there is
widespread dispute over the details
of how cap-and-trade would work,
with critics saying it would lead to
higher costs for some consumers
and could hurt bruised economies.

The business leaders said govern-
ments’ overriding aim at a Decem-
ber United Nations meeting in
Copenhagen on a successor to the
1997 Kyoto Protocol should be limit-
ing the global average rise in temper-
ature to a maximum of 2 degrees Cel-
sius.

The U.N.’s chief panel on climate
change estimates that the risk of in-
creased severe weather will rise if
the global average temperature in-
creases between 1 degree Celsius
and 2 degrees above 1990 levels.

“We’re going to have to funda-
mentally redefine our business mod-
els in a low-carbon world,” said
James Rogers, chairman of
U.S.-based electricity provider Duke
Energy Corp.

But a Paris meeting of ministers
from the world’s biggest polluting

nations made limited headway in
setting the kinds of limits the CEOs
called for. French Environment Min-
ister Jean-Louis Borloo said the U.S.
had backpedaled on promises to
slash carbon emissions but China ap-
peared “absolutely determined” to
make deep cuts.

U.S. President Barack Obama has
called for an 83% reduction in green-
house gases from 2005 levels by the
year 2050 using cap-and-trade. His
budget plan banks on raising $646
billion in revenues from 2012 to
2019 from auctioning emission cred-
its to companies. The top U.S. negoti-
ator on climate change, Todd Stern,
said the overall U.S. targets were on
a par with what Europe is proposing,
though are calculated differently.

“I don’t think they are going to
match. I don't think they need to
match,”» he said. “We advanced the
ball, though we have a long way to
go to get to Copenhagen.”

U.S. Energy Secretary Steven
Chu said Tuesday that the U.S. is will-
ing to take the first steps in tackling
emissions. “The U.S. will move, inevi-
tably it will move first, as a more de-
veloped country we should be mov-

ing first, and I hope China will fol-
low,” he said at a London conference
organized by Prince Charles and
Cambridge University.

The U.S. never signed on to Ky-
oto, citing the costs to the economy
and lack of participation by China,
India and other fast-developing
countries. But some of those coun-
tries have said rich countries aren’t

aggressive enough in cutting their
emissions.

The hosts of the Paris meeting
said they made progress on finding
$100 billion a year to help poor coun-
tries limit pollution and adapt to cli-
mate change. The next major round
of U.N. climate talks toward a new
treaty will begin in days in Bonn,
Germany.

LEADING THE NEWS
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Saki is doing better, but is still taking
medication for her anemia.

As spot-on treatments have
grown in popularity in the past de-
cade, online forums like HartzVictims.
org and BioSpotVictims.org have
popped up for people who say their
pets have experienced side effects fol-
lowing the use of flea and tick prod-
ucts. The Natural Resources Defense
Council, an environmental group, has
a site called Greenpaws.org that advo-
cates ways to take care of fleas with-
out chemical treatment, such as using
flea combs and washing a pet’s bed-
ding once a week.

Dr. Hansen of the ASPCA says that
in general, most spot-on treatments
have good safety records. He says
that if used appropriately, “in healthy
animals we are not going to have very
many reactions.” Veterinarians and
manufacturers say that most of the
problems they see are cases where
the treatment has been misused.

Manufacturers emphasize that

their treatments are safe only for the
pet profile listed on the box. Product
labels specify the species, age require-
ments and weight range of the animal
to which the treatment should be ap-
plied.

One common misuse that veteri-
narians see is that consumers apply
flea treatments meant for dogs on
cats by mistake. A review of toxicity
studies published in the Veterinary
Journal last year concludes that cats
are “most often affected by inappro-
priate application of the spot-on”
treatments, though misuse can occur
in other species.

For example, the chemical per-
methrin, found in spot-on treatments
such as Bayer’s K9 Advantix, is safe
for dogs but not for cats. In cats, “it
causes their nervous system to go
into overdrive,” says Mark Stickney,
director of general surgery services
at the Texas A&M College of Veteri-
nary Medicine and Biomedical Sci-
ences. “They can develop seizures.”
Dr. Stickney says he sees such cases

once or twice a month in the emer-
gency room.

Also, certain animals may be more
susceptible to side effects than oth-
ers, veterinarians say. If an animal is
pregnant, heavily flea infested or has
an illness, for instance, the owner
should consult with a veterinarian be-

fore applying flea treatments.
Dr. Hansen of the ASPCA advises

against applying flea powders and
sprays in addition to a spot-on treat-
ment because chemicals in different
products could interact with each
other. “You probably do not want to
double up on these,” he says.

Consumers whose pets experi-
ence unusual reactions following
treatment should wash the animal
with soap, unless the product label
specifies otherwise, and immediately
contact a veterinarian, the EPA says.
They should alsocontactthe manufac-
turer via the number on the product
label. Manufacturers advise saving
the box so that consumers can de-
scribe exactly what product was
used. Companies like Central Life Sci-
ences and Hartz say that they review
complaints and decide whether to
cover veterinary bills on a case-by-
case basis.

Sometimes pet owners and manu-
facturers disagree about whether the
animal had a reaction to the flea treat-
ment or if the pet had a pre-existing
condition.

Richard Parsons, 64, of La Quinta,
Calif., applied Hartz Advanced Care
4-in-1 Flea & Tick Drops for Dogs on
his Scottish terrier Duffy in May 2007
and dropped the dog off at a kennel
the next morning. He says he received

a call two days later from the kennel
saying that Duffy was experiencing
seizures and vomiting. Duffy died the
next day.

“It was a torturous, tragic, painful
death,” says Mr. Parsons, who be-
lieves the death resulted from the
Hartz treatment. He says he believes
the product should be taken off the
market.

Hartz reached a different conclu-
sion after investigating the case. The
company says Duffy’s illness and
death was directly related to elevated
sodium levels in the blood that re-
sultedfromanundiagnosed,pre-exist-
ing disease. The company says its
spot-on products are safe. “You can’t
getaproducttomarketwithoutshow-
ing a high level of safety and efficacy,”
saysBillEcker,Hartz’schiefexecutive.

Continued from page 27

Pet owners in U.S. get ticked off over flea treatments

A
FTER years of starring in
rap-music lyrics and vid-
eos, “bling” is losing its
ring. The recession is
cramping the style of hip-

hop artists and wannabes—many of
whom are finding it difficult to af-
ford the diamond-encrusted pen-
dants and heavy gold chains they
have long used to project an aura of
outsized wealth.

In an attempt to keep up appear-
ances, celebrity jewelers say rappers
are asking them to make medallions
with less-precious stones and metals.
Some even whisper that the artists
have begun requesting cubic zirco-
nia, the synthetic diamond stand-in.

Hip-hop luminaries with the
cash to keep it real are appalled.
Bling aficionados fret that the art of
“ice” is being watered down.

Rapper 50 Cent has relished the
chance to accuse his musical adver-
saries of not glittering like gold. Dur-
ing a radio interview, the artist,
whose real name is Curtis James
Jackson III, taunted rapper Rick
Ross for wearing faux and rented
jewelry. “Everything that you see
has to absolutely be fake,” said Mr.
Jackson. Rick Ross, whose real
name is William Leonard Roberts II,

has denied the claims. Mr. Jackson
didn’t return requests for comment.

“A lot of these rappers simply
don’t have the money for real stuff
anymore,” says Jason Arasheben,
who crafts custom jewelry for
wealthy clientele, including Saudi
royals and Hollywood movie stars,
at his California boutique called Ja-
son of Beverly Hills. “It’s to the
point where they are wearing imita-
tion jewelry, and that’s ridiculous.”

Mr. Arasheben designed the co-
lossus of hip-hop jewels three years
ago for rapper Lil Jon: an enormous
gold necklace that spells out
“CRUNK AIN’T DEAD” with 3,756
round-cut white diamonds (Crunk
is a southern rap subgenre that Lil
Jon—real name, Jonathan Mor-
timer Smith—has struggled to keep
alive). The neck-straining piece,
which weighs more than two kilo-
grams, was recognized in 2007 by
Guinness World Records as the larg-
est diamond pendant on Earth.

He also fashioned a pendant in
the image of headphones bedecked
in black and white diamonds a few
years ago for rapper Biz Markie,
whose whimsical jewelry hailed
from a less self-conscious era in
rap. The rapper—whose real name
is Marcel Theo Hall—says he is sad-
dened to see newer rappers favor
big, chintzy junk over smaller jew-
els that illuminate personality.

“When I was wearing a big rope, it
was a symbol that I was one of the
elite,” says Mr. Hall, whose 1990 hit
“Just a Friend” is enjoying a renais-
sanceoniTunesafterbeingfeaturedin
a Heineken beer television ad. “These
kids think size matters, but they be ly-
in’. It just makes them look silly.”

Both Mr. Smith and Mr. Hall had
planned to sell their pieces for char-
ity last fall in an auction titled “Hip
Hop’s Crown Jewels.” But in a sign
of bling’s fading shine, Phillips de
Pury & Co. postponed the auction to
March and then canceled it alto-
gether due partly to insufficient in-
terest from buyers.

From the dawn of rap music
three decades ago, hip-hop artists
have festooned themselves with
gaudy ornaments to signify that
they have risen above humble ori-

gins to become ghetto royalty.
English-American trailblazer

Slick Rick sported a diamond-stud-
ded eye patch, portraying himself
as the “Black Liberace,” while the
three members of Queens,
N.Y.-based Run-D.M.C. rocked gold
rope chains that seemed thick
enough to hold a real anchor.

To be sure, phony or inferior ice
has been around as long as rappers’
traditional standard gear of two-
turntables-and-a-microphone. But
with Internetpiracy cutting into mu-
sicians’ record sales and the reces-
sion shrinking attendance for live

shows, jewelers say the ersatz stuff
has never been more widespread.

“Times are hard, ain’t nobody
rocking it like that anymore,” says
rapper and record executive Bryan
“Birdman” Williams, who co-
founded Cash Money Records in
New Orleans in the early 1990s with
his brother, Ronald “Slim” Will-
iams. The independent label has
sold more than 45 million albums.

The founders of the record label
claim that its most famous artist, Lil
Wayne, coined the term “bling” dur-
ing a recording session to give a
sound to blinding opulence. The

word entered popular usage after the
hit “Bling Bling” by then Cash Money
artist B.G. and was added to the Ox-
ford English Dictionary in 2003.

“People think these big pieces are
blindin’but they be like D-quality dia-
monds, and when you try and sell
them you learn they ain’t worth a
thing,” says Slim Williams. “You can’t
be doing it like we did it no more.”

In humid Houston, a Southern
rap capital renowned as a mecca of
ice, jeweler Johnny Dang says he is
adapting to the changing climate by
giving customers the less-expen-
sive jewelry they want.

“The look is still big, it is still
bling, but people are going with
smaller diamonds and lower-karat
gold,” trading down from 18- and
14-karat alloys to 12k, which is only
50% gold, or less, says Mr. Dang. A
Vietnamese immigrant, he started
out at flea markets and now has a
shop in the tony Galleria mall next
to Neiman Marcus.

To survive, Mr. Dang is relying
moreoftenonmachine-madeversions
of his jewelry that can cut the cost of a
$10,000 handcrafted pendant in half.

Mr. Dang’s “grillz” sales also
have fallen off 60% in the recession.
He and his business partner, the rap-
per Paul Wall, helped popularize
the bejeweled dental retainers ear-
lier this decade, when diamond-
laced varieties molded with plati-
num were selling for tens of thou-
sands of dollars.

Now the recession has so
damped the extravagance that a
Web site called sellyourgoldteeth.
com is doing brisk business buying
grillz for meltdown value. “It’s a
sign of the times,” says Mark Por-
cello of Porcello Estate Buyers,
which runs the site.

Hip-hop artists aren’t eager to
admit to thrift, and numerous rap-
pers rumored to be trading down de-
clined to talk about the trend.

“You gotta understand, it is every
rapper’sfeartobeexposedasafraud,”
said Gregory Lewis of Brooklyn, who
posts conversations with artists on
the Internet under the alias “Doggie
Diamonds, the interview king.” “It’s
likebragging youdrive aLamborghini
when you really drive a Toyota.”
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her dog, Saki, at WSJ.com/Health

Culture of bling clangs as slump melts rappers’ ice

Rapper Lil Jon wearing his record pendant, with 3,756 round-cut white diamonds.

New Orleans rapper Lil Wayne is often
credited with coining the term ‘bling.’

Manufacturers
advise saving the box
to help describe what
product was used.

WSJ.com

ON OTHER FRONTS

G
et

ty
 Im

ag
es

 (
2)

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



BYD hopes to sell to other car makers the same lithium-ion battery it uses in its
F3DM plug-in hybrid, above. BYD began offering the vehicle in December.

By Christoph Rauwald

And Norihiko Shirouzu

Volkswagen AG said it is explor-
ing options for teaming up with Chi-
na’s BYD Co. on hybrid and electric
vehicles powered by lithium batter-
ies—highlighting auto makers’ ef-
forts to secure battery supplies for
alternative-energy vehicles.

The companies are exploring the
possibility that Shenzhen-based
BYD would supply a lithium-ion bat-
tery technology it developed for
plug-in hybrid and all-electric bat-
tery-powered cars, people familiar
with the negotiations said.

Volkswagen, based in Wolfs-
burg, Germany, would be the first
major automotive partner for BYD,
which moved into the spotlight last
year when a company controlled by
investor Warren Buffett invested
$230 million in the Chinese car
maker, mainly because of BYD’s cost-
effective technology.

BYD—one of the world’s biggest
producers of cellphone batteries
and a fledgling, fast-rising auto

maker in China—caused a stir in De-
cember by launching a plug-in car
ahead of more-established foreign
rivals.

“Hybrids and electric vehicles
will play an increasingly important
role,” Ulrich Hackenberg, VW’s exec-
utive board member for technical
development, said in a prepared
statement. “Particularly for the Chi-
nese market, potential partners
such as BYD could support us in
quickly expanding our activities.”

BYD also is talking to Ford Mo-
tor Co. and another European auto
maker about similar arrangements,
the people said. The status of those
negotiations wasn’t clear.

“We are always in discussions
with many suppliers as a standard
course of our business, but we have
nothing to share at this time,” said
Whitney Small, a Ford spokes-
woman in Bangkok.

Concerns over gasoline short-
ages and climate change have
prompted a global race to commer-
cialize affordable electric-battery
cars and plug-in hybrids that get

most of their power from batteries.
A big obstacle is insufficient in-

dustry capacity to produce lithium-
ion batteries, which is pushing auto
makers like VW to team up with mul-
tiple lithium-ion battery suppliers.
Aside from BYD, Volkswagen has
signed letters of intent with Sanyo
Electric Co. and Toshiba Corp.,
both of Japan. Volkswagen’s pre-
mium Audi AG brand last year
agreed to cooperate with Sanyo on
developing lithium-ion batteries,
saying the new technology should
be ready for large-scale production
in 2012.

While lithium-ion batteries are
widely seen as the technology that
will ultimately power most plug-in
cars, the batteries’ use has been hin-
dered by a relatively high price, lim-
ited durability and safety concerns.
BYD says it has largely resolved
those issues by turning to a safer,
more cost-effective technology:
iron-phosphate-based lithium-ion
technology.

Lithium-ion batteries produced
in China are generally about half the

cost of such batteries made in Japan
and the West. Costs may rise as Chi-
nese auto makers invest to improve
their technology, however.

Germany’s Daimler AG last week
announced it will buy a 10% stake in
Silicon Valley electric-vehicle
start-up Tesla Motors Inc. for “a
sum in the double-digit millions of
euros.” Daimler and Tesla already

were moving to integrate Tesla’s
lithium-ion battery packs and charg-
ing electronics into the first 1,000
electric versions of Daimler’s tiny
Smart two-seater. As part of the
closer relationship, Daimler and
Tesla will intensify development of
battery systems, electric-drive sys-
tems and individual vehicle
projects.

VW looks to China for batteries

Scrutiny of U.S. airline intensifies
Some Gulfstream pilots allege unsafe practices; regional carrier says it follows federal rules ‘to the letter’

‘The culture seemed to be that you can get around the safety 
regulations.’ — Kenny Edwards, former Gulfstream International Pilot

Airlines served by Gulfstream International

Gulfstream International, flying as Continental Connection with planes including the 19-seat Beech 1900 turboprop, 
above, serves primarily destinations in Florida and the Bahamas. It also flies some routes out of Cleveland.
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By Andy Pasztor

And Susan Carey

On Dec. 10, 2007, Kenny Edwards,
thenacaptainwithGulfstreamInter-
nationalAirlines,noticedthatthecol-
lision-avoidance system on the
Beech 1900 turboprop he was sched-
uled to fly was malfunctioning.

The system had helped the com-
muter aircraft narrowly avoid a mid-
air collision with a private plane on
the leg he had completed just hours
earlier, from the Bahamas to West
Palm Beach, Fla. He says he told air-
linemanagementhewasn’t“comfort-
able” flying another leg in and out of
clouds at dusk if the equipment
wasn’t working properly, particu-
larlyatlowaltitudes,which areoften
crowded with small aircraft.

Hewasfiredonthespotforinsub-
ordination. In a termination letter
dated the following day and viewed
by The Wall Street Journal, the air-
line’s chief pilot at the time said the
plane had been legal to operate and
that the pilot’s refusal to fly it de-
layed the departure “and inconve-
nienced our customers without just
cause.”

Thedetailsofthatincident—asal-
leged in a lawsuit and a Federal Avia-
tion Administration “whistle-
blower” complaint, both filed by
Capt. Edwards—are adding to the
scrutinyofGulfstream,aregionalair-
line that operates out ofFort Lauder-
dale,Fla.Gulfstreamoperatesflights
for Continental Airlines Inc. and
other carriers.

On Monday, David Hackett, chief
executiveoftheairline’sparentcom-
pany, Gulfstream International
Group Inc., said, “no pilot that I am
aware of has ever been fired” for re-
fusing to fly an aircraft, adding that
Gulfstream follows federal safety
rules “to the letter.” Mr. Hackett said
Capt.Edwardswasfiredfor previous
poor job performance and “for basic
insubordination” after refusing “to
come into the chief pilot’s office per
company policy to discuss the situa-
tion.” Capt. Edwards disputed that
he had performed poorly and says he

was punished for complaining about
alleged safety issues.

A Continental spokeswoman said
Monday that the company expects
its partners to adhere to the highest
safety standards. “We think it is ap-
propriate that the FAA exercise this
oversight,” she said.

Today, Capt. Edwards still con-
tends he did the right thing by refus-
ingtotakeoff.Whiletheaircrafttech-
nically would have been legal based
on minimum standards established
bytheairlineandtheFAA,hesaidlate
Monday, the specific conditions that
night made the flight unwise. The
darkness, worsening weather and
otherfactorsmeantsuchatripwould
have “peeled away layers and layers
ofsafety”andunnecessarilyexposed
passengers and crew to midair haz-
ards, according to Capt. Edwards.

In an interview, Capt. Edwards

also said that several mechanics had
told him they were pressured to sign
off on planes with known problems.
“The culture seemed to be that you
can get around the safety regula-
tions,”hesaid.Capt.Edwards’sclaims
couldn’t be independently verified.

In other recent interviews, sev-
eral former and current Gulfstream
pilots made allegations about planes
flying with known defects and other
unsafeoperations.Theturmoilatthe
airline also has affected manage-
ment personnel. Lily Harvey, a
former senior training manager who
recently failed two flight tests, re-
signed as a captain from the airline
and is now working as an instructor
in ground school, according to Gulf-
stream. Ms. Harvey couldn’t be
reached to comment.

Lastweek,theFAAproposeda$1.3
millionpenaltyagainstGulfstreamfor

allegedfaultyrecordkeepingandsub-
standard aircraft maintenance. Con-
gressional investigators, who con-
ducted their own probe into the air-
line,allegethecompanyfalsifiedflight-
time records and forced crews to fly
more hours than federal rules permit.
BoththeFAAandthecongressionalin-
vestigators interviewed Capt. Ed-
wards as part of their inquiries.

On Friday, Mr. Hackett disputed
the assertions made by the FAA and
congressional investigators. “No
records were ever falsified, period,”
hesaidinanemail.Hesaidtherewere
“extremely isolated incidents” of
schedulers making mistakes and al-
lowingpilotstoflyoverrequiredlim-
its. The CEO said he believes Gulf-
stream will be cleared on a majority
of the items under FAA scrutiny.

There has been heightened con-
cern about safety at regional airlines

since the Feb. 12 crash of a Continen-
tal Connection flight near Buffalo,
N.Y., in which 50 people died. That
flight was operated by regional car-
rier Colgan Air Inc., a unit of Pinnacle
Airlines Corp. Many regional carri-
ers fly under the flags of major air-
lines and ferry passengers to their
hubs from more remote locations.

Investigatorssay theybelievethe
crash nearBuffalo ofthe Bombardier
Q400 turboprop was caused by mis-
takescommittedbyrelativelyinexpe-
rienced pilots who hadn’t been ade-
quately trained on crucial emer-
gency equipment.

Gulfstream plays an important
role within the regional-airline sec-
tor. Though it is relatively small, fly-
ing 630,000 passengers last year,
manyyoungpilotsworkthereortrain
at its affiliated training academy.

Capt. Marvin Renslow, the pilot of
theContinentalConnectionflightthat
crashed in February, attended flight
school there and also had worked at
GulfstreamInternational.Pilotsinthe
two previous fatal U.S. commuter
crashes—bothcausedbypiloterror—
alsospenttimeateitherGulfstreamIn-
ternational Airlines or Gulfstream’s
training operations, according to the
National Transportation Safety
Board. Mr. Hackett said Capt. Ren-
slow’s record at Gulfstream was un-
eventful and he passed all his simula-
tor proficiency tests andcheck rides.

Capt. Edwards said he refused in
October 2007 to take a Gulfstream
plane that lacked operational
ground-steeringandfullinstrument-
landing systems. Capt. Edwards said
the company didn’t punish him for
thatincident.Theseclaims were also
detailed in the lawsuit he filed
againstthecompanyinSeptemberin
state court in Broward County, Fla.

Several other current and former
GulfstreampilotsinterviewedbyThe
Wall Street Journal also allege that
crews were pressured to fly despite
malfunctioning safety equipment.

InhisresponseMonday,Mr.Hack-
ett reiterated there “are very clear
rules” followed by Gulfstream that
“noairplanecanbeflownlegallywith
required equipment inoperative.”
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By Peter Sanders

Walt Disney Co. is looking for a
little lift with “Up.”

When the 3-D animated movie
from the company’s Pixar unit hits
North American theaters Friday, Dis-
ney is hoping it will be the first of
three summer films to reverse a skid
at the conglomerate’s movie studio.
The studio last quarter reported a
97% decline in operating income
largely due to the drop-off in DVD
sales and weak box-office perform-
ance.

President and Chief Executive
Robert Iger, in an analyst call ear-
lier this month, said “studio per-
formance was disappointing, some-
thing they would be the first to ad-
mit.” He added, “But we are enthusi-
astic about several upcoming films,
including ‘Up’...”

“Up” has become a bellwether re-
lease for the studio in part because
of the company’s own effort to cut
costs. In 2006, the Burbank, Ca-
lif.-based conglomerate said it
would cut its feature-film slate and
release only about 12 movies per
year, compared to the 18 or 20 its ri-
vals typically distribute.

Most studios can re-
lease a number of under-
performing movies—or
outright flops—during
the year and recoup many
of their losses with just
one or two big blockbust-
ers.

But since Disney re-
leases fewer total films,
the studio is more reliant
on each film to score well
at the box office and sell
well in the ancillary market, or risk
hurting the entire studio’s bottom
line. Disney is also facing tough
comparisons this year, and it hasn’t
had any of its reliable franchises to
fall back on.

Nor is it likely that Disney’s two
other summer movies will become

breakouts. After “Up” comes roman-
tic comedy “The Proposal,” star-
ring Sandra Bullock (June 19). That
is followed by the G-rated “G-
Force” (July 24), about a cadre of
computer-animated secret agent
guinea pigs trained by the govern-
ment to fight bad people.

The desire for bona fide
hits is part of the reason
why Disney is re-releasing
the first two Pixar “Toy
Story” movies—this time in
3-D—later this year, in ad-
vance of the new “Toy Story
3,” slated for next summer.
And in order to hedge
against its 12-movie plan,
Disney in February signed a
long-term distribution deal
with DreamWorks, the stu-
dio run by Steven Spielberg

and his business partner Stacey
Snider. That deal will allow Disney
to release roughly six more live-ac-
tion movies per year, bringing the
total back up to 18.

But Disney will be taking only a
distribution fee from DreamWorks
to release the films, which provides

financial protection if a movie
flops, but limits Disney’s own up-
side if the film proves a block-
buster.

“More than any time over the
past three or four years, Disney
needs a hit, and they need ‘Up’ to be
a real success,” says Rich Green-
field, analyst at Pali Capital in New
York. “One movie is not going to be
the be-all, end-all for Disney, but
the problem has been a sustained
streak of underperforming films.”

“Up” is unlikely to match the
blockbuster box-office success of
last summer’s “Wall-E,” which took
in more than $534 million world-
wide. But the movie was a hit when
it opened the Cannes Film Festival
earlier this month and has been met
with generally positive reviews be-
fore its release.

Like “Wall-E, which featured lim-
ited dialogue and tackled issues
such as pollution and human apa-
thy, this year’s “Up” isn’t a straight-
forward kiddie tale. Its main charac-
ter is a 78-year-old widower played
by Ed Asner.

Disney executives say they are

confident. “I think we’ve all learned
that a great story, no matter what it
is, told well and with great charac-
ters is going to find a big audience,”
says Dick Cook, chairman of Walt
Disney Studios. “Time and again
people tend to stereotype movies;
they’ll say ‘pirates never work,’ or
‘older protagonists’ never work,

and each time, the marketplace
tells you differently.”

But analysts like Mr. Greenfield
say it may be awhile before the stu-
dio sees solid results again. “Sure,
there are big films at the end of fis-
cal year 2010 and into 2011, but be-
tween now and then the pressure
on film profitability continues to
grow.”

By Lauren A. E. Schuker

After a hot streak at the U.S. box
office this spring, the multiplex
cooled off slightly over the holiday
weekend, even as two big sequels,
Fox’s “Night at the Museum: Battle
of the Smithsonian” and Warner
Bros.’ “Terminator Salvation,”
each grossed more than $65 mil-
lion domestically.

Ben Stiller reprises his role as
Larry Daley in “Night at the Mu-
seum,” which grossed $70 million
over the four-day weekend since
opening on Friday and cost News
Corp.’s Twentieth Century Fox stu-
dio about $125 million to make. The
first installment of the family fran-
chise grossed just $42 million
when it opened over a similar four-
day weekend during Christmas in
2006.

(News Corp. also owns The Wall
Street Journal.)

Fox hopes the film’s strong start
early in the season will allow it to
play through the summer, as chil-
dren get out of school. “We’re now

positioned to roll right through the
summer—the first ‘Night at the Mu-
seum’ played forever and ever and
we expect this one to do the same,”
said Chris Aronson, senior vice
president and head of domestic dis-
tribution at Fox.

“Terminator Salvation” also
held its own at the box office, gross-
ing just over $67 million in five
days since its release on Thursday.
The nearly $200 million movie, dis-
tributed by Time Warner Inc.’s
Warner Bros. studio, chronicles
the story of hero John Connor,
played by Christian Bale. It is the
fourth installment in the “Termina-
tor” franchise, which originally
starred Arnold Schwarzenegger.
Holdovers from previous week-
ends, including the Vatican thriller
“Angels & Demons,” and sci-fi ad-
venture “Star Trek,” both com-
peted with “Terminator” for older,
male audiences.

Dan Fellman, president of do-
mestic distribution for Warner
Bros., said that the National Basket-
ball Association playoffs also

added to the competition and
“took a nice bite out of our audi-
ence.” He added, “We definitely
lost a few bucks at the box office be-
cause of those games, and we
would have loved to have done $70
million, but we got close.”

While both “Night” and “Termi-
nator” performed well, neither en-
joyed the massive opening of last
year’s Memorial Day draw, “Indi-
ana Jones and the Kingdom of the
Crystal Skull,” which grossed $151
million over the five days. Viacom
Inc.’s Paramount Pictures distrib-
uted the film. And while atten-
dance is up by nearly 12% so far this
year over last year, and revenue by
more than 14%, according to Holly-
wood.com, the Memorial Day week-
end was just up by about 2% com-
pared with last year.

“We’ve been breaking every
record this year,” said Paul Dergara-
bedian, a box office analyst for Hol-
lywood.com. “This was one record
we couldn’t beat, but it was still a
very good weekend for the indus-
try as a whole.”

‘Night at the Museum,’ ‘Terminator’ split U.S. box office

Disney’s hopes are high for animated ‘Up’
Film is bellwether
after a long streak
of underperformers

‘Up’ was a hit when it opened the Cannes Film Festival earlier this month and has been met with positive reviews before its release.

Robert Iger

It’s unlikely to match
‘Wall-E,’ which took
in more than $534
million world-wide.

The sequel to ‘Night at the Museum,’ which grossed $70 million over the four-day
weekend in the U.S., is hoping to attract children through the summer.
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Deal nears on music sales in EU
License would clear
way for purchases
online across Europe

EMI Group, which carries the Beatles,
is ready to join the pact, the EU said.

By Peppi Kiviniemi

BRUSSELS—Music-rights hold-
ers are nearing agreement on a pan-
European license that would
allow consumers to buy mu-
sic online across the Euro-
pean Union, the European
Commission said Tuesday.

Currently, most online re-
tailers limit sales of digital
media to the countries in
which they are based, or
where the buyer is based, be-
cause of complex copyright
rules and fees across Eu-
rope.

The commission, the EU’s
executive arm, said that several key
organizations have committed to
agreeing to a pan-European license
after it invited industry participants

to submit views on cross-border mu-
sic sales.

“There is a clear willingness ex-
pressed by major players in the on-
line distribution of music in Europe
to tackle the many barriers which
prevent consumers from fully bene-
fiting from the opportunities that
the Internet provides,” said Competi-
tion Commissioner Neelie Kroes.

Sacem, which levies copyright
fees on behalf of French art-
ists, is willing to entrust
other royalty-collecting so-
cieties with pan-European
licensing of its song collec-
tion, the commission said.

Multinational record
company EMI Group PLC
has also indicated it is
ready to give its whole rep-
ertoire of songs to rights
managers to look after its
interest in all of Europe,
the commission said.

Meanwhile, Apple Inc., which op-
erates online music store iTunes,
would consider making its content
available online to all European con-

sumers, if it was able to license
rights on a pan-European basis, the
commission said.

Apple has in the past come under
commission scrutiny for restricting
consumers to buying music only in
the country in which they live by ask-
ing them to use a credit card issued in
that country. Apple has maintained
that the need to restrict online sales
is due to restrictive licensing pacts.

EU countries all have their own
collecting societies, which have the
exclusive right to collect royalties
from pubs, filmmakers and advertis-
ers that use the music of songwriters
in that country. A percentage of the
royalties is passed back to the artist.

Last July the commission ordered
the national collecting societies to
open up their national markets to
competition.Itarguedthatthesociet-
ies’ practice of forcing artists to use
their national collecting society for
rights management had created 27
monopolies in Europe. However, un-
til now, the rights managers have re-
sisted the call for more competition,
and have taken the case to the Euro-

pean lower court.
Pan-European broadcaster RTL

Group, part of Bertelsmann AG, said
it was cautiously pleased with
Sacem’s position.

U.S. steps up effort to halt corporate bribes

Neelie Kroes

CORPORATE NEWS

By Dionne Searcey

The U.S. JusticeDepartment is in-
creasing its prosecutions of alleged
acts of foreign bribery by U.S. corpo-
rations, forcing them to take costly
steps to defend against scrutiny.

The crackdown under the For-
eign Corrupt Practices Act, or
FCPA—a post-Watergate law largely
dormant for decades—now extends
across five continents and pene-
trates entire industries, includingen-
ergy and medical devices. Among
the companies currently under Jus-
tice Department review: Sun Micro-
systems Inc. and Royal Dutch Shell
PLC,accordingto thecompanies’ dis-
closures.

At least 120 companies are under
investigation, according to Mark
Mendelsohn, a deputy chief in the
Justice Department division over-
seeing the prosecutions, up from 100
at the end of last year.

The effort began in the wake of a
series of business scandals earlier
thisdecade,including the collapse of
Enron, that stirred up a new corpo-
rate-reform movement.

Today, companies across the U.S.
are working to figure out if they are
at risk. In some instances, compa-
nies have called the Justice Depart-
ment to come clean, in hopes of ob-
taining leniency.

“If we call them before they call
us, it’s not where they want to be,”
Mr. Mendelsohn said.

The law prohibits U.S. companies
from paying, or offering to pay, for-
eign-government officials or em-
ployees of state-owned companies
to gain a business advantage. It cov-
ersnonmonetarygifts oroffers in ad-
dition to cash payments, and is
worded broadly enough that it is
spawning an army of consultants,
someof whom once prosecuted brib-
ery cases for the Justice Depart-
ment, who offer to interpret the gray
areas.

“When you have a law that can re-
sult in criminal sanctions and jail
time and that you can violate with-
out actually realizing you’re violat-
ing it, that’s terrifying,” said Alexan-
dra Wrage, president of Trace Inter-
national Inc., a Washington-based
nonprofit specializing in antibrib-
ery compliance.

The gray areas of the law some-
times apply to actions—for example,
the giving of seasonal gifts—that
can be common in some countries.
This has left corporations con-
cerned about other practices, such
as picking up the cost of trips or
meals for foreign officials.

In 2007, the Justice Department
settled charges against telecommu-
nicationscompany LucentTechnolo-
gies Inc. for failing to properly
record millions of dollars in travel to
Disney World, Las Vegas and other
sightseeing destinations for about
1,000 Chinese foreign officials who
worked for state-controlled telecom
companies. The company, which had
characterized the trips as factory
tours, admitted to the conduct and
paid $2.5 million in fines.

TheFCPAbecamelawin1977amid
investigations into alleged contribu-
tions to Richard Nixon’s re-election
fund.Atthattime,aSecurities andEx-
change Commission inquiry revealed
that some companies had been main-
taining offshore slush funds used to
sway business decisions abroad. Af-
ter the passage of the 2002 Sarbanes-
OxleyAct,whichisintendedtoholdex-
ecutives more accountable for their
companies’ actions, the Justice De-
partment dusted off the FCPA law as
part of the overall crackdown on cor-
porate shenanigans.

The FCPA began its recent rise in
prominence when, in 2004, a Justice
Department overseas-bribery probe
of defense-services company Titan
Corp. sent its stock on a slide and
eventually scuttled a $1.6 billion
merger with aerospace giant Lock-
heed Martin Corp.

Titan pleaded guilty and eventu-
ally paid $28.5 million to settle SEC
charges that it allegedly bribed gov-
ernment officials in Benin to develop
a telecommunications project.

Mr. Mendelsohn currently has a
team of eight Federal Bureau of In-
vestigation agents working on over-
seas bribery cases, up from five last
year.

For years, taking business associ-
ates to lavish dinners and giving
them expensive holiday gifts, and
even outright cash, was expected
and done in many countries. Among
them, according to legal experts and
corporations: Nigeria, South Korea

and China.
As a result ofstepped-up enforce-

ment of bribery laws, corporations
are re-evaluating their practices and
hiring costly consultants to help
them. If companies sniff out prob-
lems in-house, many have felt com-
pelled to come clean to the Justice
Department, which has given a
break to some that do so.

Control Components Inc. of Ran-
cho Santa Margarita, Calif., said in
2007 it began an internal investiga-
tion after finding “irregular pay-
ments” in trading contracts. Its par-
ent company, British-based IMI PLC,
said in a statement in the U.K. that it
last year set aside £26.3 million, or
about $42 million, for legal costs as
well as expected fines in the matter.

In April the Justice Department
indicted six former employees of the
company, whichmakes valves for en-
ergy equipment, accusing them of
having made at least 236 payments
to win contracts in more than 30
countries. The indictment accuses
one former employee of flushing in-
criminating documents down a la-
dies’ room toilet.

Control Components hasn’t itself
been indicted. The company de-
clined to comment, other than to
note that no current employees are
being prosecuted.

Several majormultinational com-
panies havebeen targets. German in-
dustrial conglomerate Siemens AG
agreed in December to pay $800 mil-
lion in U.S. fines to settle bribery in-
vestigations involving alleged pay-
ments to government officials
around the world to win infrastruc-
ture contracts.

Justice Department officials al-
leged the corruption at Siemens
reachedthehighestlevelsofmanage-
ment. In its indictment in federal
court in the District of Columbia, it
accused Siemens of spending more
than $1 billion bribing government
officials around the globe to win in-
frastructure contracts in recent
years. Munich-based Siemens,
which didn’t admit to the bribery al-
legations as part of the settlement,
said it had inadequate controls and
kept improper accounts. U.S. law ap-
plies to the German company be-
cause its stock trades in the U.S.

In February, energy companies

Kellogg Brown & Root LLC and its
former parent, Halliburton Co.,
agreed to pay a total of $579 million
for U.S. charges involving bribery of
officials in Nigeria. KBR pleaded
guilty to charges involved in the
case. As part of the settlement, the
federal government agreed not to
prosecute Halliburton.

The Justice Department probes
can be particularly extensive during
merger-and-acquisition activity. As
a result, companies are becoming in-
creasingly careful to scrutinize their
own practices when a deal is brew-
ing to ensure they don’t inherit a
bribery problem. Just two weeks
ago, Sun Microsystems—which is in
the midst of a potential $7.4 billion
purchase by Oracle Corp.—said in a
regulatoryfiling thatitmighthavevi-
olated bribery laws in an unnamed
country.

The two companies declined to
elaborate on whether the potential
violations would affect the deal. Ora-
cle has said in an SEC filing that Sun
informed it of the matter.

Hiring a consultant to ferret out
trouble internally can be costly. One
global investigative firm, Nardello &
Co., says it starts its billing at about
$7,500 for each employee a company
wants to scrutinize. The bill can rise
quicklyif theemployee works in mul-
tiple countries.

After Weatherford Interna-
tional Ltd., an oil and gas company,
reported in an SEC filing in 2007 that
it might have a bribery problem with
a European subsidiary, it started
sending compliance officers to some
of the 100 countries where it oper-
ates, to train many of its 45,000 em-
ployees, according to a person famil-
iar with the company.

A spokesman at Siemens, which
paid the largest foreign-bribery fine
to date, said the cost of addressing its
own corruption allegations was
nearly as much as its total fine of
Œ1.22 billion ($1.7 billion), including
fines to the German government. The
company is spending more money
now on compliance programs and a
government-mandated monitor.

A Siemens spokesman said in an
email that it is wise for a company
“to havean adequate compliancesys-
tem in place and a corporate culture
that stands for clean business.”

By John D. Stoll

And Sharon Terlep

The United Auto Workers union,
in a key cost-cutting deal with Gen-
eral Motors Corp., has agreed to ac-
cept at least 17.5% of GM’s stock, $6.5
billion in preferred stock, and repre-
sentation on the company’s board in
exchange for concessions on future
health-care obligations.

The UAW will also receive a $2.5
billion note that will be repaid in in-
stallments through 2017, and stock
warrants for an additional 2.5% of the
company. The $6.5 billion in pre-
ferred stock includes a 9% cash divi-
dend that will pay out $585 million an-
nually.

The details of the agreement,
spelled out in a union brochure ob-
tained by The Wall Street Journal,
come as GM moves toward a June 1
deadline on deciding on whether to
file for bankruptcy protection.

The agreement represents a sig-
nificant change from the original out-
line of GM’s government-led restruc-
turing, which would have left the
union’s health-care trust holding a
39% stake in the company.

When the UAW agreed to a health-
care trust deal with GM in 2007, the
company committed a total of $35 bil-
lion to fund future retiree health care,
comprising $20 billion in cash pay-
ments and $15 billion in other assets,
including funds that had been set
aside in previous years to fund these
benefits. But the company's financial
health has deteriorated.

The $15 billion had been set aside
in an independent trust in 2008, but
the union said Tuesday that, given
the turmoil in the markets, the value
has fallen to $10 billion.

In addition, GM has cut the $20 bil-
lion cash obligation in half, and will
now deliver half of that commitment
in the form of the $2.5 billion note, up
to 20% of the company's common eq-
uity and $6.5 billion in preferred
stock.

The outcome of another critical
piece of GM’s reorganization—a $27
billion debt-for-equity exchange
with bondholders—is expected late
Tuesday or Wednesday. GM has of-
fered bondholders a 10% stake in the
company in exchange for at least $24
billion in debt, but bondholders have
complained, mainly because they
were supposed to get a much smaller
stake in the company than the UAW.

Because the UAW is taking 17.5%
stake in GM, rather than GM’s initial
39% offer, there is a chance the com-
pany could sweeten its deal to unse-
cured bondholders. The offer to the
bondholders, set to expire Tuesday
night, needed the approval of 90% to
go through.

Securing a revised agreement
with the UAW is an essential piece of
the company’s reorganization effort.
The key issue facing the UAW is re-
lated to renegotiating GM’s contribu-
tion to a trust that the union will man-
age and use to cover the cost of
health care for retired workers.

According to the UAW, Treasury
officials “insisted” that retirees take
immediate reductions in benefits.
The UAW said the government has
committed to “providing massive ad-
ditional financial support to assist
GM in completing its restructuring”
and avoid a liquidation.

The agreement also includes a pro-
vision for job buyouts, as well as to
forbid strikes until 2015, these people
said.
 —Alex P. Kellogg

contributed to this article.

Union agrees
to 17.5% stake
in revamped GM
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Arcandor’s woes threaten Whitehall group
Goldman consortium
negotiates to prevent
insolvency of retailer

By William Boston

SPECIAL TO THE WSJ
The possible insolvency of Ger-

man department-store operator Ar-
candor AG could have an impact on
a property-investment consortium
led by the Whitehall Funds, which
owns a 51% stake in a portfolio that
includes 85 of the retailer’s Karstadt
stores and other properties.

Some of the buildings are among
Germany’s top retail locations, such
as the KaDeWe store in Berlin or the
Oberpollinger store in Munich. Gold-
man Sachs Group Inc.’s Whitehall
Funds owns a 51% stake, while a con-
sortium that includes Rreef Alterna-
tive Investments, the property fund
of Deutsche Bank AG; Pirelli & C.
Real Estate SpA; and the Borletti
Group acquired the rest in 2007.

Arcandor, which posted a Œ745.7
million ($1.04 billion) loss in its
2008 fiscal year ended Sept. 30,
faces a deadline of June 12 to gain an
extension on Œ650 million of debt. It
is applying for aid from the German

government and a Œ200 million loan
from KfW, the German state-owned
development bank.

The Highstreet consortium has
an interest in helping Arcandor
avoid insolvency, a person familiar
with the matter said. The consor-
tium is negotiating with Arcandor
to find ways to lower Arcandor’s
costs by adjusting existing leases,
which could include offering a grace
period of free rent, and ways to
boost revenue in the properties.

Another option, depending on
the location, could be to reduce the
space that Karstadt occupies in or-
der to make sales area available to
additional tenants. This would al-
low the consortium to shift the fo-
cus from a one-tenant store to a mul-
titenant center where possible, this
person said.

Goldman referred calls to the con-
sortium’s public-relations firm,
which declined to comment.

Under the pressure of a looming
debt deadline, Arcandor Chief Execu-
tive Karl-Gerhard Eick held talks last
week with Eckhard Cordes, CEO of ri-
val Metro AG, to discuss a possible
merger of Arcandor’s Karstadt busi-
ness and Metro’s Kaufhof stores.

Mr. Eick hasn’t ruled out a tie-up
with Metro, but has said he

wouldn’t pursue further talks with
Metro until after the German gov-
ernment decides on whether to as-
sist Arcandor. Without state aid, he
said, Arcandor will become insol-
vent on June 12.

Metro has been lobbying the Ger-
man government not to give Arcan-
dor aid, saying it would distort com-
petition. Instead, Metro wants to
use Arcandor’s woes as an opportu-
nity to consolidate the department-

store market. A Metro spokesman
said talks with Arcandor are continu-
ing and described them as prelimi-
nary. “We have not reached a con-
crete phase yet. We are talking, but
there are no meetings planned to
deepen the discussion,” the spokes-
man said.

The companies confirmed that
they canceled a meeting that had
been planned for Wednesday be-
tween the two CEOs. An Arcandor

spokesman said Mr. Eick postponed
the meeting because he needs to pre-
pare for an appearance on Thursday
before the government committee
that is reviewing Arcandor’s bid for
state aid.

A Metro spokesman said Mr.
Cordes, not Mr. Eick, had called off,
not postponed, the meeting. A meet-
ing of the chief finance officers of
the two companies also was called
off, the spokesman said.

Still, neither company appears
to be closing the door completely.

“We are still willing to talk,” the
Metro spokesman said.

Arcandor employs about 53,000
people in Germany, including
30,000 at Karstadt’s 91 department
stores and 28 sports hypermarkets.
Metro has a full-time-equivalent
staff of about 20,000 at 141 Kaufhof
stores.

Arcandor isn’t the only German
retailer in trouble. The weak econ-
omy has hit other retailers and is
driving consolidation in the indus-
try. This month, Hertie GmbH, one
of the first German department-
store chains to emerge in the early
20th century, collapsed after losing
its lease.
 —Erin Fines and Kirsten Bienk

contributed to this article.

Hard sell
Investment in German retail fell sharply amid crisis
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size of city in 2008

Retail investment by
type of property in 2008
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Iron-ore contract prices dive
Rio Tinto accepts
cuts of at least 33%
in Nippon Steel deal
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Rio Tinto’s agreement with Nippon Steel calls for a 33%-44% drop in iron-ore term
prices in 2009-10. Above, Nippon Steel’s Kimitsu mill near Tokyo

CORPORATE NEWS

ABB Ltd.

Electrical-engineering company
ABB Ltd. said it is continuing to curb
costs and is planning job cuts in
France because of sagging demand,
particularly in the automotive and
construction sectors. According to
union officials, Zurich-based ABB is
considering reducing its head count
in France by about 540 employees, or
around 20% of its staff there. ABB em-
ploys about 120,000 workers world-
wide. An ABB spokesman declined to
confirm the number of job losses but
said the company has alerted French
officials about its plans. Since the glo-
bal economy has plunged into reces-
sion, ABB has been reluctant to re-
duce its head count, introducting
short-time work and cutting tempo-
rary services instead. But the recent
rapid fall in demand for its engineer-
ing services has prompted the com-
pany to take more drastic measures.

United Internet AG

German broadband provider
United Internet AG agreed to acquire
Freenet AG’s broadband operations
for Œ123 million ($172 million).
United Internet agreed to use cash
and stock to buy about 700,000 cus-
tomers of Freenet’s digital-sub-
scriber-line service, although it re-
tains the option to pay entirely in
cash. It will also set up a sales partner-
ship with Freenet. The deal, the lat-
est in the lengthy consolidation pro-
cess in European broadband, shows a
steep decline in valuations. In Febru-
ary analysts valued Freenet’s DSL op-
erations at about Œ300 million. Car-
phone Warehouse Group PLC earlier
this month clinched a deal to buy the
U.K. assets of Italian Internet-service
provider Tiscali SpA with its 1.45 mil-
lion customers for £236 million
($376 million).

By Alex Wilson

MELBOURNE, Australia—Rio
Tinto Ltd. said it has struck a deal
with Nippon Steel Corp. of Japan
for a 33%-to-44% cut in iron-ore
term prices for the 2009-10 con-
tract year that started April 1.

Industry officials close to nego-
tiations said JFE Steel Corp., a unit
of JFE Holdings Inc.; Sumitomo
Metal Industries Ltd.; and Kobe
Steel Ltd. have accepted the same
terms, with other Japanese mills ex-
pected to follow suit, effectively
making this the official Japanese
price for the year.

Rio Tinto said it has agreed on a
price of 97 U.S. cents per dry metric
ton for Pilbara and Yandicoogina
iron-ore fines, a type of low-grade
ore, compared with US$1.446 last
year, and US$1.12 a ton for high-
grade lump iron ore, down from
US$2.0169.

This is the first deal of the year
and could become the benchmark
for the other two big miners, BHP
Billiton Ltd. and Cia. Vale do Rio
Doce, which are continuing negoti-
ations with steel mills over
2009-10 prices.

“We believe this settlement is a
realistic outcome for both parties—
one that reflects the global market
for iron ore and the current chal-
lenging market conditions facing
our customers,” Rio Tinto Iron Ore
Chief Executive Sam Walsh said.

The price cut is the first down-
ward movement in contract prices
in seven years, reflecting weaker
demand from steelmakers hit by
the global recession. But amid stiff
resistance from steel mills, it re-
mains to be seen if this can become
an industrywide price for the year.

A Posco official in Seoul said
the South Korean steelmaker
hasn’t yet agreed on prices with
any of the miners. “Iron-ore talks
for this year are not over yet,”
spokesman Kim Dong-ho said, with-
out elaborating.

A spokesman for BHP declined
to comment on Rio’s settlement
with Nippon Steel.

Tuesday’s price cuts weren’t as
deep as some in the market had
been expecting and mining stocks
rose in reaction to the news. But an-
alysts said Chinese steel mills
could hold out for larger cuts, un-

dermining the already ailing bench-
mark pricing system.

Chinese steelmakers have been
pushing for prices to be cut back to
levels seen in 2007, when prices
were set at 80.4 U.S. cents per dry-
metric-ton unit.

Mr. Walsh said at an industry
event in Canberra, Australia, that
iron-ore prices wouldn’t be return-
ing to 2007 levels this year.

After the announcement of Rio’s
deal with Nippon Steel, a senior of-
ficial at a Chinese government-
owned steelmaker said China
won’t be changing its stance on not
accepting a cut of less than 40%. He
said the China Iron and Steel Asso-
ciation is meeting now to discuss
Rio’s settlement with Nippon Steel.

An official at Baoshan Iron &
Steel Co., China’s biggest steel-
maker, said the company was try-
ing to confirm the latest prices with
Rio. Ding Shouhu, Baosteel’s chief
negotiator, said he had “to confer
with Rio directly” before comment-

ing on the prices. Baosteel has been
leading the Chinese side in annual
price negotiations.

The China Iron and Steel Associ-
ation has said Chinese mills want a
45% cut from Rio and a 40% cut
from Vale to reflect weaker market
conditions. The association has
said that if a benchmark was set
outside China, it wouldn’t accept a
cut of less than 40%.

The inflexible pricing system
showed signs of strain last year,
when Vale first got a 65%-to-71%
price increase for different ore
grades. But Australian miners held
out, eventually getting higher in-
creases of 80% to 97% in recogni-
tion of the lower cost of shipping
their ore to Asian mills.

ANZ commodity strategist
Mark Pervan said this year looked
set to mark a further breakdown of
the benchmark system, as Rio
would have to offer Chinese steel
mills a bigger cut, recognizing that
China’s iron-ore consumption is
three times Japan’s.

China is the world’s biggest im-
porter of iron ore, accounting for
more than half of the global
seaborne trade in the key steelmak-
ing input.

—Kazuhiro Shimamura in Tokyo,
Kyong-Ae Choi in Seoul

and David Rogers in Sydney
contributed to this article. Nikon Corp.

Nikon Corp. said it will stream-
line semiconductor-related produc-
tion as part of a program to cut fixed-
costs by 18 billion yen, or about
$200 million, over the next three
years. Nikon said it will integrate
four units that make devices used to
produce semiconductors into two
units in October. The Tokyo-based
company’s plans reflect worsening
conditions in the chip industry,
where major players have suffered
huge losses. The restructuring,
which also includes shrinking global
sales and service operations, will
lead to cuts of about 1,000 perma-
nent and contracted jobs. The re-
structuring will result in a special
loss of more than four billion yen in
the fiscal year through next March.
Nikon forecasts a net loss of 17 bil-
lion yen for the year.

Essent NV

The Dutch Economy Ministry on
Tuesday approved a plan to sepa-
rate Essent NV’s power-grid busi-
ness from its production and sup-
ply operations, clearing the way
for a Œ9.3 billion ($13.03 billion)
takeover of the company by Germa-
ny’s RWE AG. The decision to un-
bundle Essent’s power-network
business is crucial for RWE’s
planned takeover because Dutch
law requires that the grid remain in
the hands of public authorities.
RWE’s takeover of Essent’s com-
mercial production and supply ac-
tivities also came a step closer
when a majority of Essent’s share-
holders, including several Dutch re-
gional and local authorities, re-
cently voted in favor of selling Es-
sent to the German utility.

Schaeffler Group

German car-parts maker Schaef-
fler Group agreed not to lay off
workers for the next year under a
plan that aims to save costs by cut-
ting work hours, among other mea-
sures. Closely held Schaeffler said
earlier this month that it needed to
save Œ250 million ($350 million) in
annual costs. It said that could
translate into as many as 4,500 job
cuts in Germany, but pledged to
avoid layoffs. Under the deal
reached Tuesday with the IG Metall
industrial union, Schaeffler ruled
out layoffs until June 30, 2010, so
long as its cost-cutting target can
be achieved. Schaeffler is squeezed
by a huge debt load after its at-
tempted takeover of larger German
peer Continental AG amid a steep
decline in the global auto market,
and has asked for state aid to
weather the storm.

Telefónica SA

Telefónica SA said it lowered the
price for broadband Internet access
for some clients by 30% in an at-
tempt to counter a migration to ri-
val operators. Spain’s largest tele-
communications company has in re-
cent weeks lowered the price of sub-
scriptions with a three-megabyte In-
ternet speed to Œ28 ($39.21) a
month from Œ40 a month for some
customers, a Telefónica representa-
tive said. The offer comes in re-
sponse to a fall in Telefónica’s share
in new broadband subscriptions
that has become unsustainable,
Banco Español de Crédito analyst
Juan Tuesta Villanova said. The of-
fer is valid for clients that are deter-
mined to migrate to other operators
and can’t be swayed by other offers
from Telefónica.

By Stacy Meichtry

The board of Gianni Versace
SpA on Monday said it had ap-
proved a restructuring plan drawn
up by an outside consulting firm
for the Italian fashion house.

The move effectively sidelines
Versace’s chief executive, Gian-
carlo Di Risio, who is expected to
step down over the next few days.
Mr. Di Risio wasn’t involved in
drawing up the plan by the consult-
ing firm Bain & Co., according to a
person familiar with the matter.

The board, which includes de-
signer Donatella Versace and her
brother Santo Versace, said the
plan aimed to help the fashion
house navigate the global eco-
nomic crisis that has sapped lux-

ury sales world-wide. The state-
ment didn’t provide any detail re-
garding the nature of the restruc-
turing plan.

Mr. Di Risio, who attended the
board meeting on Monday, is ex-
pected to leave the company in the
coming days after clashing with
Ms. Versace over company strat-
egy, according to people familiar
with the matter.

Last week, The Wall Street Jour-
nal reported that Mr. Di Risio was
expected to step down.

Versace tapped Bain & Co. to
craft a new strategy for the fash-
ion house two months ago as ten-
sions between the designer and
Mr. Di Risio rose, the people said.
Amid falling profit, Mr. Di Risio
has pushed Ms. Versace to sim-

plify her designs, so that the house
could introduce new accessories
and clothes with lower prices, ac-
cording to one person familiar
with the matter. The two have also
disagreed over how to cut costs at
the fashion house, the person said.

In its statement Monday, how-
ever, the board denied that there
has been recent “friction” be-
tween Mr. Di Risio and Ms.
Versace. The statement didn’t ad-
dress whether Mr. Di Risio would
remain at the company.

Ms. Versace holds a 20% stake
in the firm and is backed by her
daughter Allegra Versace Beck,
who owns 50% of the fashion
house. Santo Versace holds a 30%
stake in the label.

Versace board approves overhaul

—Compiled from staff
and wire service reports.

Alpha Bank SA

Greece’s Alpha Bank SA said its
first-quarter net profit fell 58%,
weighed down by higher provisions
and weak net interest income, and
added it remained cautious about
the year ahead. In the three months
ended March 31, Alpha Bank’s net
profit totaled Œ85.7 million ($120.1
million), down from Œ205 million a
year earlier. Provisions more than
doubled to Œ157.3 million from Œ67.6
million. Net interest income was
down 8.9% to Œ402.6 million, reflect-
ing higher financing costs. “We are
confident that Alpha Bank is well
placed to prosper now and over the
long term but remain cautious on
our outlook for the economy in the
near term,” said Chairman Yannis
Costopoulos. As the economic crisis
begins to affect Greece and its neigh-
bors, banks have seen lending
growth slow and bad debts rise.

The deal could
become the standard
for BHP Billiton and
Vale do Rio Doce.

Virgin Atlantic Ltd.

Net income increases 17%
but challenges remain

British airline Virgin Atlantic
Ltd. posted a 17% rise in net profit
for its fiscal year as it boosted mar-
ket share in the premium market
and hedged against currency fluctu-
ations and high fuel prices. But
Chief Executive Steve Ridgway
warned that the carrier is facing
challenges in the premium market
as rivals cut prices. Net rose to
£45 million ($71.6 million) for the
year ended Feb. 28 from £38.6 mil-
lion a year earlier. Sales rose 8.4% to
£2.58 billion, while traffic edged up
1.2% to 5.77 million passengers. Vir-
gin said it did well in the lucrative
premium segment. The carrier is
51%-owned by Richard Branson’s
Virgin Group Holdings Ltd. and 49%
by Singapore Airlines Ltd.

GLOBAL BUSINESS BRIEFS
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Disney seeks lift in
its new summer
film ‘Up.’ Page 29

Source: comScore
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Arcandor’s woes
threaten Whitehall
group. Page 28

By Jessica E. Vascellaro

Twitter Inc. is confronting a
slew of challenges—from hiring, to
keeping its service up and running,
to finding meaningful revenue—as
the micro-blogging service deals
with sudden stratospheric growth.

Even as Twitter’s users have
jumped to an estimated 32.1 million
from 1.6 million a year ago, the San
Francisco company has just 45 em-
ployees, up from about 21 in Janu-
ary, and it has brought on only a
handful of people with sales or busi-
ness experience.

Most of Twitter’s employees
have had to focus on maintaining
the service, which allows people to
post and read short, personal up-
dates. As such, the company has had
to make trade-offs between manag-
ing growth and product features.

The biggest issues facing
founders Evan Williams and Biz
Stone are bringing on new staff to
get ahead of its user growth while
working out a business model. Twit-
ter is free and the company doesn’t
sell advertising.

“Twitter has no current revenue
stream to balance the costs,” says
Gartner Inc. research analyst Allen
Weiner.

In an interview Friday, Mr. Will-
iams, Twitter’s chief executive, ac-
knowledged that the start-up’s
small size, coupled with its rapid
growth, has been constraining. “For
the entire [three-year] history of
the company, most of the resources
have gone to managing growth and
that is still the case,” he says, adding
that Twitter could be around 90 em-
ployees by the end of 2009. “If it
weren’t growing nearly as fast, we
would be building a lot more
things.”

Mr. Williams, 37 years old, and
Mr. Stone, 35, say they don’t feel any
external pressure to change their ap-

proach. Instead, they want to de-
velop the company slowly in order
to find people who fit with its cul-
ture, which they are working to de-
fine through rituals such as family-
style lunches and weekly “teas,” or
happy hours.

Still, Mr. Williams, who sold on-
line blogging company Blogger to
Google Inc. in 2003, acknowledged
he is in uncharted territory. “I’ve
started a bunch of companies but
never run one of this size,” he says.

Meanwhile, Twitter is facing
pressure to prove it has staying
power, as a good number of users
lose interest in the service after try-
ing it for a while.

Twitter has gotten more serious
about revenue and partnership op-
portunities. Last year, it hired a di-
rector of mobile business develop-
ment and began sifting through part-
nership requests. Google Inc. and
Microsoft Corp. are buzzing around
trying to pitch Twitter on potential
search or search advertising part-
nerships, according to people famil-
iar with the matter.

Speculation continues as to the
company being sold. Twitter raised

$35 million from venture capitalists
in February, on top of about $20 mil-
lion previously raised. That month,
Twitter received a $255 million valu-
ation that makes it unlikely the com-
pany would sell for anything less
than $1 billion, people familiar with
the matter say.

Early this year, Messrs. Williams
and Stone also began interviewing a
few candidates with business experi-
ence for potential business-strategy
jobs, according to people familiar
with the matter. The duo turned
down most of them.

Twitter will need more “busi-
ness-type folks eventually,” says Mr.
Williams, but those are the “parts of
the business that we haven’t fleshed
out yet.”

Twitter’s plans for the near fu-
ture include a new homepage, says
Mr. Stone. Today Twitter.com is
geared toward showing people how
to post a Tweet, he said, but in the fu-
ture, Twitter wants it to highlight
how the service can help people dis-
cover what is going on around them,
says Mr. Stone.

“In the long run, we need to make
Twitter the product more relevant
to more people,” he says.

Twitter makes trade-offs
Start-up balances
managing growth
and product features

By Anjali Athavaley

Notlong afterJennifer Croezen ap-
plied flea and tick drops to the back of
her Chihuahau, Saki, earlier this
month, the dog’s back began to turn
red.

The next day, Saki seemed tired
and lost her appetite. Ms. Croezen, a
26-year-old medical assistant, took
her dog to the vet the following morn-
ing, where Saki was treated for chemi-
cal burns on her back and diagnosed
with a dangerous anemia. “It makes
me really mad,” Ms. Croezen says. “If
I would have known it could have
done this to my dog, I would have
never put it on her.”

Central Life Sciences, manufac-
turer of the Bio Spot brand Spot On
Flea & Tick Control used on Saki, says
its product isn’t responsible for the
anemia. “Skin sensitivity could have
been exacerbated by the presence of
severe anemia which led to blistering
of the skin,” said Laura Petree, man-
ager of technical services at Central
Life Sciences, in a statement.

An increasing number of pet own-
ers are reporting what they believe to
be harmful side effects from over-the-
counter and prescription flea and tick
treatments. The U.S. Environmental
Protection Agency, which regulates
topical pet treatments, says the num-
ber of reported incidents stemming
from so-called spot-on flea and tick
treatments—drops that are applied
directly to a pet’s skin, usually on the
back—increased 53% to 44,263 in
2008 from the previous year. As a re-
sult of the increase, the EPA said last
month that it is intensifying an evalua-
tion of spot-on products.

Product manufacturers are re-
quired by law to pass along reported
incidents to the EPA. In its advisory
on the topic, the agency said it is eval-
uating all spot-on products and
posted a list of those it is examining.
The list includes products by major
manufacturers such as Sumitomo
Corp.’s Hartz Mountain Corp., Cen-
tral Life Sciences, Bayer AG, maker of

Advantage, and Merial Ltd., a joint
venture between Merck & Co. and
Sanofi-Aventis SA, that makes Front-
line products. EPA advises consumers
who buy treatments from any of
these companies to read the label
closely and apply the products as in-
structed.

Incidents reported to EPA range
from skin irritation to seizures and
sometimes death, the agency says.
The reason for the rise in incidents is
unclear, the agency says, adding that
it is investigating the size of the mar-
ket relative to the increase in re-
ported incidents. “We are investigat-
ing and having discussions to learn
more about the problem and will take
action when we determine that it is
warranted,” EPA spokesman Dale Ke-
mery said in an email.

Spot-on treatments generally kill
fleas and ticks by affecting their ner-
vous systems, and some products con-
tain chemicals that keep flea eggs
from developing. Veterinarians con-
sider them more effective than other
treatments, such as shampoos and
sprays, and say their use has in-
creased in recent years. “The market
has moved dramatically toward spot-
ons in the last 10 to 15 years,” says
Steven Hansen, a veterinary toxicolo-
gist and director of the Animal Poison
Control Center at the American Soci-
ety for the Prevention of Cruelty to
Animals.

Manufacturers are required to sub-
mit safety and efficacy studies of
their flea and tick products to the EPA
before they go on the market. The
EPA says safety standards are the
same for brands sold at pet retailers—
such as Hartz and Bio Spot—as they
are for those that are sold at veteri-
nary offices, like Frontline and Advan-
tage.

Consumers who believe their pets
have had reactions to spot-on treat-
ments are increasingly questioning
the products’ safety. “I will never put
flea and tick medication ever again on
my dog,” Ms. Croezen says. She says

Please turn to page 30

Pet owners get ticked off
over treatments for fleas

After years starring in rap music, ‘bling’ is
losing its ring as hard times cramp the style
of hip-hop artists and wannabes. Page 30
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Co-founders Biz Stone, left, and Evan Williams in Twitter’s San Francisco office.

Jennifer Croezen believes a spot-on flea and tick treatment caused her dog, Saki,
to fall seriously ill.
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BY A WALL STREET JOURNAL REPORTER

YANGON, Myanmar—As the trial
of famed dissident Aung San Suu Kyi
continuesin thiscrumbling,monsoon-
soaked city, residents are privately ex-
pressing anger and dismay over the
proceedings. But they are giving little
indication they intend to challenge
the trial’s outcome or launch the kind
of widespread protests that Myanmar
has witnessed in the past.

“I don’t want to talk about” the
trial, says Khin Aung, who makes
$26 a month guarding a religious
shrine along a quiet street in this pre-
dominantly Buddhist city. Like many
people, he is afraid of openly chal-
lenging the country’s military junta,
which has ruled Myanmar—and si-
lenced most opposition—since the
1960s. “I am no one. I am not in a posi-
tion to do anything to change the
state of the country,” he says.

Dissidents and advocacy groups
accuse Myanmar’s military regime
of an array of human-rights viola-
tions, including the use of forced la-
bor and imprisonment of 2,000 or
more opposition leaders, including
Ms. Suu Kyi, a Nobel laureate whose
political organization won Myan-
mar’s last election in 1990. The re-
gime ignored those results and has

kept Ms. Suu Kyi, 63 years old, under
house arrest for 13 of the past 19
years, including the last six.

The current trial, in which Ms. Suu
Kyi is accused of violating her house
arrest by allowing an American well-
wisher to swim to her lakeside home,
has drawn sharp rebukes
from Western governments
and parts of Asia. It is widely
viewed as a ploy by the gov-
ernmentto extend its impris-
onment of Ms. Suu Kyi until
after a new national election
is held sometime next year.

Ms. Suu Kyi, who pleaded
innocent Friday, told a court
Tuesday that she didn’t think
she was breaking the terms
of her house arrest when she
gave what she described as
“temporary shelter” to Mis-
souri resident John Yettaw,
53 years old, who illegally swam to her
lake-side house on May 4.

Asked if she had reported the pres-
ence of Mr. Yettaw to the authorities,
Ms. Suu Kyi said, “No, I did not,” ac-
cording to an Associated Press re-
porter. She said she had spoken with
Mr. Yettaw and had given him “tem-
porary shelter.” He left around mid-
night on May 5 and was later arrested

swimming back across the lake.
Ms. Suu Kyi earlier told her law-

yers that she didn’t report Mr. Yet-
taw’s uninvited visit because she
didn’t want him or security person-
nel in charge of her house to get into
trouble. She also told her lawyers

that the security forces
should be held responsible
for letting Mr. Yettaw in,
the AP reported.

Some residents say they
think a verdict could come
as early as Wednesday, the
day when Ms. Suu Kyi’s cur-
rent house arrest was sup-
posed to expire, according
to her lawyers. But in a brief-
ing Tuesday morning with
diplomats, the government
indicated it could legally
hold Ms. Suu Kyi until as late
as November before reach-

ing a decision, according to a person
familiar with the proceedings.

While Myanmar’s government
rarely speaks directly with foreign
reporters, it has defended the trial
in state-controlled media, including
a statement published Monday in
the official New Light of Myanmar
newspaper that said officials had
“no option but to open legal proceed-

ings” because Ms. Suu Kyi had al-
lowed an “intruder” to take food
and shelter in her home. Such acts
are potentially in violation of Myan-
mar’s Law to Safeguard the State
Against the Dangers of Those Desir-
ing to Cause Subversive Acts, under
which Ms. Suu Kui is being held, the
government said. It added that Ms.
Suu Kyi has been under detention to
ensure the “stability of the State”
and “in the interest of the people.”

For now, there is little evidence of
unrest in Yangon, the country’s com-
mercial center. A small number of dis-
sidents—several hundred or so—are
seen each day hanging out near the In-
sein prison where Ms. Suu Kyi is on
trial, though they have confined their
activities mainly to waiting quietly
for news. Residents say it is widely as-
sumed the protesters are being
watched closely by military intelli-
gence. Authorities have opened vehic-
ular traffic along the road by Ms. Suu
Kyi’s lakeside home for the first time
in years, allowing visitors to see flags
and posters for her political party—
along with a phalanx of police offic-
ers—around her front gate.

Otherwise, people are going
about their business as usual as mon-
soon rains flood the city’s ram-

shackle streets. Some residents say
that they believe the regime is too
powerful to challenge and that wide-
spread protests would only destabi-
lize the already weak economy, mak-
ing life harder for average citizens.

“Everyone is talking [about the
trial], but they whisper,” says
Frankie Nyi, a manager of a local
travel agency. When he discusses
Ms. Suu Kyi in the office, he says,
other staff look at him like he has
lost his mind. “People are afraid.”

Sri Lanka’s refugees trapped after war
Tamils wait to be released from camps, where resentment festers and government tries to win hearts and minds

Myanmar appears calm during trial of dissident Suu Kyi

Aung San
Suu Kyi

A
ssociated Press

Civilians stand inside a refugee camp outside Vavuniya in northern Sri Lanka on Tuesday.
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By Peter Wonacott

VAVUNIYA, Sri Lanka—Before
reaching the corrugated metal shel-
ters of a refugee camp here,
Noroshan Nallathambi and his fam-
ily faced a dilemma: disclose what
they say was his forced conscription
to the Tamil Tiger rebels or keep
quiet.

In the end, the 21-year-old Mr.
Nallathambi decided to step for-
ward at an army checkpoint 10 days
ago, according to his family mem-
bers. They haven’t seen him since.
“We don’t know where he’s gone,”
says the young man’s 60-year-old
grandfather, Shivasubramaniam In-
drani.

After Sri Lanka’s army finished
off the Tamil Tigers as a fighting
force last week, the Sri Lankan gov-
ernment turned its attention to root-
ing out those who may have served
in the separatist guerrilla move-
ment—willingly or unwillingly.
Though the government says the se-
curity screening is necessary to
squeeze the last breaths from a
26-year insurgency, the process is
proving wrenching for families who
survived the war only to be sepa-
rated in peace.

So far, say army officials, the
screening process has netted more
than 9,000 Tamil Tigers. Most came
forward voluntarily, army officials
say. They are expected to spend
about six months at rehabilitation
camps, where they will be taught vo-
cational skills and monitored to
make sure they don’t harbor alle-
giance to the Tigers and their vio-
lent separatist movement. A few
hundred hard-core insurgents will
be kept longer, army officials say.

As these screening efforts un-
fold, the government has confined
hundreds of thousands of refugees
to overcrowded camps with an un-
certain timetable for returning
home. President Mahinda Raja-

paksa has promised to resettle most
of the refugees by the end of the
year, as part of the process of recon-
structing the island’s war-torn
north and reviving its economy.

Until then, most are stuck behind
the barbed wire of the camps.

The hardships underscore the
government’s delicate task of pro-
viding humanitarian aid amid a secu-
rity blanket, and the potential for
tensions among the ethnic Tamils to
escalate.

“The people are willing to give
the government some time,” says
Suresh Bartlett, national director in
Sri Lanka for World Vision, an aid or-
ganization working in the camps.
“But if it goes on,” he warns, “there
could be agitation.”

With the help of foreign relief
agencies, the Sri Lankan govern-
ment has taken in about 300,000 ref-
ugees in 41 camps. The government
is scrambling to put up tents, orga-
nize schools and provide food to ac-

commodate the tens of thousands
who have arrived after the Tamil Ti-
gers were defeated.

The government’s treatment of
civilians caught in the fighting has
attracted international scrutiny.
United Nations Secretary-General
Ban Ki-moon toured the camps over
the weekend, although his call for
free access for aid deliveries was re-
jected by the government.

The U.N.’s top human-rights offi-
cial, Navi Pillay, on Tuesday called
for an independent investigation
into alleged atrocities committed by
both sides.

A military spokesman, Brigadier
V.U.B. Nanayakkara, says allega-
tions of atrocities from the govern-
ment side were baseless. “We res-
cued 295,000 people,” he said. “It
was a humanitarian operation to lib-
erate these zones.”

The war for a separate Tamil
state, which was fought off-and-on
beginning in 1983, ended early last

week in a bloody showdown in which
much of the senior Tiger leadership
was killed. The body of Tiger chief Ve-
lupillai Prabhakaran was discovered
last week, say army officials, near a
mangrove forest, contrary to earlier
statements that he had died trying to
escape in an ambulance.

Since vanquishing the Tigers,
the government has gone on a pub-
lic-relations offensive seeking to
win over the ethnic Tamils. At a
news conference Tuesday in Va-
vuniya, a defector from the separat-
ist cause lambasted the Tigers and
their chief for how little was gained
from the decades of violence that
killed an estimated 100,000 people.

“Thirty years of war and we got
nothing. Zero,” said Col. Karuna Am-
man, who helped to identify his
former commander’s body.

The U.N. has estimated that
7,000 civilians have been killed from
the beginning of the year. Some died
in the final days of the conflict, leav-

ing widows and orphaned children,
say residents of refugee camps
around Vavuniya.

Foreign journalists were taken
on a guided military tour of camps
now seeing an influx of refugees,
and allowed to interview refugees
without official escorts.

In one camp, called Zone 4,
34,000 people were housed in long
rows of tents pitched in recently
cleared dirt. A second, Anandakuma-
ragwami, offered thousands of in-
habitants shelters with corrugated
tin roofs, but residents complained
of little water and only two meals a
day. In lieu of a school, classes were
held under a tree.

A refugee at Zone 4 who identified
herself as Ranjithan said she lost her
husband in an artillery barrage that
struck their bunker near Mullaitivu.
Two toddler in the same tent, which
sheltered seven families, lost their fa-
ther in a May 12 blast, according to an-
other refugee. Three days later, their
mother died the same way, he said.

Asked where the bombs came
from, a woman frowned. “The gov-
ernment,” she whispered.

Brig. Nanayakkara, the military
spokesman, says the army refrained
from using heavy weapons in the civil-
iansafe zone. “When you are onthe re-
ceiving end, you can never tell where
the bombs are coming from,” he said.

Those who straggled into the
safety of the camps then had to clear
an additional hurdle: the security
check. The army says it was screen-
ing out those who were trained by
the Tamil Tigers and carried guns.

Shiva Rubi, a 47-year-old woman
in a green polka dot blouse, said her
son was detained as they made their
way to the camps, but she maintains
the 21-year-old student had no con-
nection with the Tamil Tigers. Rasa-
lin Kam, a 46-year-old bricklayer
with bandaged ribs, said he was
questioned by soldiers because he
had been shot. Eventually, they let
him move on to the camps.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.00 $24.51 0.83 3.51%
Alcoa AA 28.30 9.27 0.41 4.63%
AmExpress AXP 17.40 24.57 1.17 5.00%
BankAm BAC 463.50 10.98 –0.09 –0.81%
Boeing BA 4.30 44.16 1.22 2.84%
Caterpillar CAT 12.90 35.00 0.69 2.01%
Chevron CVX 11.10 65.66 1.22 1.89%
Citigroup C 166.60 3.77 0.10 2.72%
CocaCola KO 13.20 47.21 –0.09 –0.19%
Disney DIS 15.60 24.54 0.84 3.54%
DuPont DD 6.80 28.31 0.54 1.94%
ExxonMobil XOM 27.50 69.81 0.98 1.42%
GenElec GE 91.20 13.39 0.29 2.21%
GenMotor GM 284.10 1.44 0.01 0.70%
HewlettPk HPQ 19.10 34.47 0.33 0.97%
HomeDpt HD 19.30 23.80 0.94 4.11%
Intel INTC 55.80 15.48 0.43 2.86%
IBM IBM 6.70 105.02 3.13 3.07%
JPMorgChas JPM 58.50 36.54 2.13 6.19%
JohnsJohns JNJ 10.40 55.26 0.49 0.89%
KftFoods KFT 8.20 25.86 0.40 1.57%
McDonalds MCD 11.50 58.84 1.76 3.08%
Merck MRK 14.70 26.56 0.39 1.49%
Microsoft MSFT 41.10 20.34 0.59 2.99%
Pfizer PFE 45.60 15.02 0.06 0.40%
ProctGamb PG 9.90 53.78 0.75 1.41%
3M MMM 3.70 57.91 1.84 3.28%
UnitedTech UTX 4.90 52.74 1.70 3.33%
Verizon VZ 11.00 29.63 0.82 2.85%
WalMart WMT 16.50 50.00 0.75 1.52%

Dow Jones Industrial Average P/E: 43
LAST: 8473.49 s 196.17, or 2.37%

YEAR TO DATE: t 302.90, or 3.5%

OVER 52 WEEKS t 4,074.86, or 32.5%

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

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

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

Old Mut  869 –56 –6 –655 Securitas  115 1 –1 –5

Metro 210 –4 –28 –36 Anglo Amern  263 1 –37 –101

Rio Tinto  391 –2 –34 –107 Rallye 1426 1 –44 –77

Henkel AG & Co  79 –1 –3 –15 Kingfisher 180 1 –21 –30

Svenska Cellulosa  123 –1 –6 –35 Stena Aktiebolag 921 2 –74 –164

Alcatel Lucent 777 –1 ... –201 Technip 152 2 –9 –69

AB Electrolux  94 –1 –7 –39 Norske Skogindustrier  1006 2 –20 –115

ING Bk  83 –1 –11 –43 Havas 384 3 ... –18

Stmicroelectronics  105 –1 –6 –53 Invensys  188 4 –10 –57

Compass Gp  56 –1 –4 –12 ArcelorMittal Fin 578 28 –38 –222

Source: Markit Group

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

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

Soc. Generale France Banks $33.3 40.98 4.08% –38.3% –62.8%

Daimler Germany Automobiles 34.9 25.84 4.03 –47.1 –36.0

British Amer Tob U.K. Tobacco 55.7 17.25 3.85 –9.1 30.1

L.M. Ericsson Tel B Sweden Telecoms Equipment 27.0 68.50 3.63 –14.3 –40.7

Tesco U.K. Food Rtlrs & Whlslrs 45.5 3.63 3.53 –12.3 13.4

UBS Switzerland Banks $42.1 15.57 –2.20% –36.5 –74.1

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 94.2 145.30 –1.22 –17.4 –23.1

Nokia Finland Telecoms Equipment 57.0 10.72 –0.74 –40.3 –35.7

ABB Switzerland Industrial Machinery 37.2 17.34 –0.69 –46.9 15.7

Rio Tinto U.K. General Mining 44.1 27.53 –0.58 –55.4 –6.1

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

ENI 96.6 17.25 3.29% –33.5% –25.5%
Italy (Integrated Oil & Gas)
Deutsche Bk 38.4 48.07 2.58 –33.3 –45.6
Germany (Banks)
GDF Suez 83.2 27.15 2.26 –33.2 6.5
France (Multiutilities)
BNP Paribas S.A. 68.8 47.10 2.17 –28.5 –36.6
France (Banks)
Allianz SE 44.1 69.63 2.11 –40.9 –41.2
Germany (Full Line Insurance)
Vodafone Grp 109.3 1.18 1.99 –26.6 –1.5
U.K. (Mobile Telecoms)
Assicurazioni Gen 32.1 16.28 1.94 –35.9 –33.7
Italy (Full Line Insurance)
France Telecom 62.8 17.17 1.90 –15.8 2.5
France (Fixed Line Telecoms)
Unilever 42.7 17.82 1.71 –14.3 1.4
Netherlands (Food Products)
BASF 39.2 30.48 1.70 –35.0 –3.3
Germany (Commodity Chemicals)
UniCredit 41.0 1.86 1.64 –50.0 –62.3
Italy (Banks)
Bayer 42.8 40.00 1.63 –26.9 13.6
Germany (Specialty Chemicals)
Royal Dutch Shll 93.2 18.80 1.59 –30.5 –26.6
U.K. (Integrated Oil & Gas)
BHP Billiton 51.3 14.42 1.41 –26.9 38.5
U.K. (General Mining)
Total S.A. 132.8 40.03 1.39 –27.6 –20.5
France (Integrated Oil & Gas)
E.ON 70.9 25.33 1.28 –42.8 –13.6
Germany (Multiutilities)
Credit Suisse Grp 51.1 46.76 1.26 –10.6 –31.5
Switzerland (Banks)
GlaxoSmithKline 97.0 10.65 1.24 –3.6 –27.3
U.K. (Pharmaceuticals)
Banco Santander 84.4 7.40 1.23 –39.3 –28.2
Spain (Banks)
ArcelorMittal 43.4 21.43 1.18 –65.2 ...
Luxembourg (Iron & Steel)

Sanofi-Aventis S.A. 82.8 45.03 1.03% –3.5% –38.7%
France (Pharmaceuticals)
Koninklijke Phlps 19.1 14.03 1.01 –41.4 –42.4
Netherlands (Consumer Electronics)
BP 166.5 5.05 0.90 –18.1 –19.1
U.K. (Integrated Oil & Gas)
Barclays 38.6 2.89 0.87 –24.0 –49.6
U.K. (Banks)
SAP 52.1 30.38 0.81 –8.9 –26.1
Germany (Software)
HSBC Hldgs 148.2 5.40 0.70 –26.9 –32.1
U.K. (Banks)
Siemens 68.1 53.29 0.68 –25.6 –19.7
Germany (Diversified Industrials)
AXA S.A. 38.6 13.23 0.61 –39.7 –49.6
France (Full Line Insurance)
Telefonica S.A. 99.3 15.09 0.53 –16.9 21.0
Spain (Fixed Line Telecoms)
Iberdrola S.A. 42.6 6.10 0.49 –34.8 –1.8
Spain (Conventional Electricity)
Deutsche Telekom 50.4 8.27 0.49 –23.2 –33.0
Germany (Mobile Telecoms)
Intesa Sanpaolo 43.0 2.60 0.48 –37.9 –41.3
Italy (Banks)
Novartis 106.9 43.84 0.27 –19.3 –34.9
Switzerland (Pharmaceuticals)
Astrazeneca 60.9 26.29 0.23 20.7 –5.2
U.K. (Pharmaceuticals)
Banco Bilbao Viz 45.4 8.67 0.12 –38.8 –44.4
Spain (Banks)
BG Grp 63.1 11.06 0.09 –14.3 57.8
U.K. (Integrated Oil & Gas)
ING Groep 23.8 8.20 0.06 –65.7 –72.6
Netherlands (Life Insurance)
Diageo 37.5 8.53 –0.12 –12.4 –2.3
U.K. (Distillers & Vintners)
Anglo Amer 34.7 16.20 –0.31 –52.2 –24.5
U.K. (General Mining)
Nestle S.A. 142.5 40.32 –0.40 –20.0 11.3
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 0.10% 0.21% 0.7% 2.7% -6.2%
Event Driven 0.54% 1.42% 2.2% 3.8% -26.7%
Equity Market Neutral -0.17% -1.74% -3.1% -3.8% -11.4%
Equity Long/Short 0.76% 0.64% -1.9% -0.5% -19.6%

*Estimates as of 05/22/09, 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 1.24 102.81% 0.02% 1.87 1.19 1.50

Eur. High Volatility: 11/1 2.50 105.50 0.04 3.89 2.20 2.99

Europe Crossover: 11/1 7.52 108.09 0.10 9.71 7.10 8.49

Asia ex-Japan IG: 11/1 1.90 107.28 0.04 3.84 1.87 2.86

Japan: 11/1 1.82 115.08 0.05 4.33 1.76 3.02

 Note: Data as of May 25

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

In percentage points
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BLUE CHIPS & BONDS

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

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

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

Source: Dealogic
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Georgian opposition steps up
effort to force president out

Thai early elections possible
Abhisit says measures
to support economy
need to be in place

Consumer-spending data
gain in Germany, France

South Africa falls into recession

ECONOMY & POLITICS

Note: Seasonally adjusted
Source: Eurostat

Breaking the fall
Index of euro-zone industry orders
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Voters in Thailand could go the polls later this year to choose a new prime
minister, as infighting weighs on Abhisit Vejjajiva’s coalition government.
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By Leigh Murray

And Piyarat

Setthasiriphaiboon

BANGKOK—Thai Prime Minister
Abhisit Vejjajiva, whose coalition
government is looking increasingly
fragile because of infighting, said he
wouldn’t rule out early elections
this year once the support measures
for the economy are in place.

Mr. Abhisit said his government
would work to cut corporate and per-
sonal taxes to help strengthen Thai-
land’s competitiveness in the re-
gion.

He maintained that Thailand
would return to economic growth in
the fourth quarter despite gross do-
mestic product shrinking 7.1%
year-to-year in the first three
months of the year—its biggest de-
cline since the 1997-98 Asian eco-
nomic crisis.

Mr. Abhisit also expressed con-
cern over the recent strength of the
baht against the dollar and its poten-
tial negative impact on Thailand’s
competitiveness.

In a wide-ranging interview, Mr.
Abhisit didn’t dismiss the idea of
calling elections this year despite
his government having been in
power for just five months.

“I wouldn’t rule it out,” he said,
adding that voters would go to the
polls “when things cool down a bit,
when the ... economic package is all
set, so people can be reassured that
whatever happens there are mea-
sures that look after their economic
problems, particularly unemploy-
ment.”

The Thai cabinet this month ap-
proved a 1.43 trillion baht ($41.6 bil-
lion) budget for investments in infra-
structure projects between 2009
and 2012 to help shore up the domes-
tic economy and create as many as
two million jobs.

Mr. Abhisit expressed some con-

cern over the recent strength of the
baht, which has continued to rise
against the dollar.

“It seems to be over the last few
months stronger than other re-
gional currencies, so there’s con-
cern about the loss of competitive-
ness,” he said, but added that Asian
countries with weaker currencies
didn’t appear to be doing better in
regards to exports.

Mr. Abhisit said that to help bol-
ster Thailand’s competitiveness,
the government also plans to trim
personal and income tax rates,
which are significantly higher than
those in Malaysia, Singapore and
Hong Kong.

“We just need to look at the right
timing,” he said. He wouldn’t offer
specific target levels or a timeline
for tax cuts, but said any changes
will make Thailand “more competi-
tive than we are now.”

Mr. Abhisit also said interest
rates, which were held steady at
1.25% by the Bank of Thailand last
week, weren’t too high.

The central bank has cut rates a
total of 2.5 percentage points since
December but the cuts have failed to
spur lending growth among Thai
banks.

“The problem is not really
whether interest rates are too high,

they’re clearly not,” he said. “The is-
sue I think with the monetary or the
financial sector now is the risk atti-
tude, which is something that’s al-
ways a problem during a recession.”

He said Thai banks would be-
come less risk-averse once the gov-
ernment’s investment program
kicks in and the economy shows
strength.

Mr. Abhisit reiterated the econ-
omy would return to growth in the
fourth quarter despite Thailand
sinking into recession in the first
quarter. He said GDP in the second
quarter would be better than the
first three months of the year,
thanks to government stimulus mea-
sures.

He said that since February the
number of job layoffs had fallen,
while manufacturing capacity utili-
zation had increased to around 60%.

“We have to obviously be watch-
ful to make sure that that’s a trend,
not a blip. But there are some encour-
aging signs. We are still confident
that come the end of the year the
growth rate will be back up in posi-
tive territory,” he said.

Exports, which make up 70% of
GDP and have slumped this year, will
gradually return to growth as Thai-
land’s major trading partners re-
cover later this year and in 2010, he
said.

By Nina Koeppen

And Nicholas Winning

FRANKFURT—Surprisinglyresil-
ient consumer spending in Germany
and France, Europe’s biggest econo-
mies, and early indications that the
decline in euro-zone new industrial
orders is slowing offered fresh signs
Tuesday the worst of the recession
may have passed.

However, economists said the
manufacturing sector probably
won’t see a marked recovery for a
while, and also cautioned against
reading too much into the consumer-
spending patterns in Germany and
France, noting that these were sup-
ported partly by government car-
scrapping incentives in bothnations.

New orders to industry in the 16
countries using the euro currency
fell 26.9% in March from a year ear-
lier, the European Union’s statistics
agency, Eurostat, said—though that
was an improvement compared with
the revised 34.2% drop in February.
New orders fell 0.8% in March from
the previous month, after being re-
vised up to unchanged in February.

“Going forward, euro-zone manu-
facturers should increasingly bene-
fit from the substantial de-stocking
that has occurred in recent months
as well as a possible bottoming out in
global trade,” Howard Archer, chief
U.K. and European economist at IHS
Global Insight, said in a note. “Never-
theless,” he said, “manufacturers are
likely to find life pretty difficult for
some considerable time to come.”

Meanwhile, Olivier Gasnier, an
economist at Société Générale, said
consumerspendingcouldbehitbydif-
ficulties in the second half of the year,
“as unemployment rises, inflation
stops falling and the marginal effect
of car purchase incentives fades.”

German market-research group
GfK’s forward-looking consumer cli-
mate index for June, also released
Tuesday, was steady at 2.5 points.
But although consumers are assum-
ing that the worst has passed, job
anxieties remain high, GfK said.

In France, April data from the In-

see national statistics office showed
that consumer spending, which ac-
counts for about two-thirds of gross
domestic product in the euro zone’s
second-biggest economy, was
boosted by the country’s car-scrap-
ping program, under which consum-
ers trade in their old cars to get
money off a new, more-efficient
model.Consumer spending onmanu-
factured products, a good proxy for
consumer spending as a whole, rose
0.7% in April from the previous
month and 0.6% from a year earlier.
That compared with March’s revised
0.6% gain from the previous month.

“Overall, today’s reading sug-
gests private consumption may re-
main resilient in the second quarter,
andcontinuetosupporteconomicac-
tivity,” said Tullia Bucco, an econo-
mist at BNP Paribas.

Germany’s Federal Statistics Of-
fice on Tuesday confirmed its earlier
estimate that GDP in the three
months ended March 31 declined
3.8% from the previous quarter and
6.9% from a year earlier, the sharpest
decline since records began in 1970.

However, household spending in-
creased 0.5% from the previous quar-
ter, supported by Germany’s car-
scrapping incentives.
 —Gabriele Parussini

and A.H. Mooradian
contributed to this article.

By Matthew Collin

TBILISI, Georgia—More than
50,000 Georgian opposition support-
ers packed the national sports sta-
dium for an antigovernment rally in
the capital, Tbilisi, on Tuesday, reviv-
ing their campaign to force President
Mikheil Saakashvili to step down.

The rally caused the authorities
to cancel the annual Georgian Inde-
pendence Day military parade to
avert a potential confrontation.

Opposition activists have been
blockading streets outside parlia-
ment and the presidential residence
for more than six weeks, calling for
the pro-Western president to resign.
But with the protests dwindling in re-
cent weeks, Tuesday’s rally was in-
tended as a show of strength.

The activists accuse Mr. Saakash-
vili of becoming increasingly author-
itarian and leading the country into
a disastrous war with Russia in Au-
gust. “The people deserve indepen-
dence, democracy and freedom, and
they will get it,” Nino Burjanadze,

leader of the Democratic Movement-
United Georgia party, told the rally.
A former speaker of the Georgian
parliament, she is one of several
former senior allies of Mr. Saakash-
vili who are now in opposition.

On Monday, the U.S. and the Euro-
pean Union issued a joint statement
calling for dialogue to end the “stale-
mate on the streets.” But Mrs. Burja-
nadze said the protests will con-
tinue. “We will not step back; we will
struggle for victory,” she said.

Mr. Saakashvili has declined to
resign, and analysts and pollsters
have suggested that he retains sig-
nificant core support despite wide-
spread poverty and last year’s war.

Commenting on the rally, the Geor-
gian president acknowledged that
some of the discontent in the country
is legitimate. “One can’t be satisfied
when one is poor, and so one part of
society is protesting,” he said, al-
though he insisted that his reforms
had improved living standards. He
has offered the opposition dialogue
on democratic reforms, but his pro-
posals so far have been rejected.

By Robb M. Stewart

JOHANNESBURG—South Afri-
ca’s gross domestic product con-
tracted sharply in the first quarter
as manufacturers and mining com-
panies slashed output and jobs,
pushing Africa’s largest economy
into recession for the first time
since 1992.

GDP fell an annualized 6.4%, the
most since 1984, after shrinking an
annualized 1.8% in the final quarter
of 2008, according to data Tuesday
from Statistics South Africa.

The abrupt end to more than a de-
cade of growth will give the South
African Reserve Bank—the coun-
try’s central bank—further impetus
to cut interest rates when its mone-
tary-policy committee meets this
week, and is likely to weigh heavily
on the government. President Jacob
Zuma led his African National Con-
gress party to another majority last
month on a campaign against pov-
erty and joblessness.

The GDP data should cement the
case for a one-percentage-point cut,
said Razia Khan, head of regional re-
search at Standard Chartered in Lon-

don. This would bring the central
bank’s benchmark rate to 7.5%, fol-
lowing the 3.5 pecentage points cut
since December as inflation has
eased.

Manufacturing, which makes up
more than 15% of the economy, fell a
record annualized 22.1%, while min-
ing shrank 32.8%, another record de-
cline, Statistics South Africa said.
The finance sector contracted 2.3%,
the biggest fall since 1990 for a
former driver of the economy.

Construction remained one of
the few growth areas, expanding an
annualized 9.4%, in large part due to
government spending on roads, en-
ergy and stadiums for the 2010 foot-
ball World Cup.

“The storm is more ferocious
than initially thought,” said Lesetja
Kganyago, director-general of the
National Treasury.

Mr. Kganyago said the economy
should improve in the year’s second
half.

South Africa initially seemed in-
sulated from the global credit
crunch that has pushed the coun-
try’s biggest trading partners into
recession, thanks to banks that were

conservative in lending and had lit-
tle direct exposure to the U.S. How-
ever, as demand for goods faded and
commodities prices plunged, car
makers pared output, mines post-
poned capital expenditure, and em-
ployers cut thousands of jobs.

Still, South Africa’s recession is
likely to be less severe than those in
many other countries, Mr. Kganyago
said. He said he sees tentative signs
of a global recovery, and that South
Africa could benefit from renewed
international interest in emerging-
market debt and equities.

“South Africa has indeed not es-
caped the global downturn and the
implications are frightening for
jobs, living standards and economic
growth,” said the Congress of South
African Trade Unions, which sup-
ported Mr. Zuma in the election.

The labor federation is calling
for an immediate two-percentage-
point cut in interest rates, emer-
gency measures to protect vulnera-
ble industries, and a shift by the new
government to more expansionary
economic policies, including an ex-
panded public-works program to
create jobs.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.37% 11 World -a % % 183.50 1.48%–36.3% 5.14% 10 U.S. Select Dividend -b % % 502.58 1.25%–35.9%

2.38% 12 Global Dow 1092.60 1.34% –31.8% 1623.01 1.19% –39.3% 4.80% 14 Infrastructure 1192.60 0.35% –28.0% 1576.75 –0.65% –36.5%

3.58% 20 Stoxx 600 209.00 0.77% –34.1% 218.27 0.62% –41.4% 2.34% 7 Luxury 689.10 1.97% –27.4% 817.05 1.82% –35.4%

3.74% 16 Stoxx Large 200 224.40 0.96% –34.1% 233.17 0.81% –41.4% 1.66% 9 BRIC 50 336.20 –1.36% –31.3% 444.51 –2.35% –39.4%

2.76% -24 Stoxx Mid 200 190.90 –0.12% –34.0% 198.33 –0.27% –41.2% 4.56% 13 Africa 50 692.50 0.66% –35.8% 609.57 –0.35% –43.4%

2.97% 21 Stoxx Small 200 119.60 –0.33% –33.8% 124.23 –0.48% –41.1% 4.04% 6 GCC % % 1306.14 0.26% –55.0%

3.56% 16 Euro Stoxx 228.60 0.85% –36.1% 238.77 0.69% –43.2% 5.38% 10 Sustainability 679.20 0.45% –30.8% 799.98 0.04% –38.6%

3.68% 13 Euro Stoxx Large 200 243.50 1.05% –36.2% 252.77 0.90% –43.3% 2.78% 11 Islamic Market -a % % 1596.86 1.28% –33.2%

2.96% -17 Euro Stoxx Mid 200 214.90 –0.08% –35.7% 223.01 –0.23% –42.8% 3.13% 10 Islamic Market 100 1443.60 0.89% –22.5% 1723.48 0.48% –31.3%

3.04% 14 Euro Stoxx Small 200 130.60 –0.23% –35.3% 135.47 –0.38% –42.5% 3.13% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1175.80 0.38% –46.8% 1407.40 0.23% –52.7% 2.35% 11 DJ U.S. TSM % % 9187.07 1.31% –34.7%

5.34% 9 Euro Stoxx Select Div 30 1361.30 0.64% –49.7% 1635.67 0.49% –55.2% % DJ-UBS Commodity 118.80 0.03% –37.4% 120.66 0.01% –44.3%

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

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

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

Australia 1.2803 2.0413 1.1817 0.1692 0.0409 0.2000 0.0135 0.3221 1.7907 0.2405 1.1416 ...

 Canada 1.1216 1.7881 1.0351 0.1483 0.0358 0.1752 0.0118 0.2822 1.5686 0.2107 ... 0.8760

 Denmark 5.3235 8.4875 4.9132 0.7037 0.1699 0.8317 0.0562 1.3392 7.4454 ... 4.7466 4.1579

 Euro 0.7150 1.1400 0.6599 0.0945 0.0228 0.1117 0.0075 0.1799 ... 0.1343 0.6375 0.5585

 Israel 3.9750 6.3375 3.6687 0.5254 0.1269 0.6210 0.0419 ... 5.5594 0.7467 3.5442 3.1047

 Japan 94.7700 151.0966 87.4665 12.5272 3.0253 14.8067 ... 23.8415 132.5453 17.8022 84.4991 74.0201

 Norway 6.4005 10.2046 5.9072 0.8461 0.2043 ... 0.0675 1.6102 8.9517 1.2023 5.7068 4.9991

 Russia 31.3259 49.9444 28.9118 4.1408 ... 4.8943 0.3305 7.8807 43.8124 5.8845 27.9309 24.4671

 Sweden 7.5652 12.0615 6.9821 ... 0.2415 1.1820 0.0798 1.9032 10.5806 1.4211 6.7453 5.9088

 Switzerland 1.0835 1.7275 ... 0.1432 0.0346 0.1693 0.0114 0.2726 1.5154 0.2035 0.9661 0.8463

 U.K. 0.6272 ... 0.5789 0.0829 0.0200 0.0980 0.0066 0.1578 0.8772 0.1178 0.5592 0.4899

 U.S. ... 1.5944 0.9229 0.1322 0.0319 0.1562 0.0106 0.2516 1.3986 0.1878 0.8916 0.7811

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 427.50 –2.75 –0.64% 826.00 314.00
Soybeans (cents/bu.) CBOT 1185.50 19.50 1.67% 1,650.00 779.00
Wheat (cents/bu.) CBOT 612.00 –0.50 –0.08 1,144.75 447.00
Live cattle (cents/lb.) CME 83.825 0.050 0.06 117.500 78.075
Cocoa ($/ton) ICE-US 2,414 –6 –0.25 3,220 1,932
Coffee (cents/lb.) ICE-US 136.45 1.45 1.07 181.60 106.60
Sugar (cents/lb.) ICE-US 15.94 0.24 1.53 16.05 9.97
Cotton (cents/lb.) ICE-US 55.06 –2.05 –3.59 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,430.00 –15 –0.61 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,608 –3 –0.19 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,510 –6 –0.40 2,314 1,434

Copper (cents/lb.) COMEX 214.10 4.35 2.07 372.00 129.95
Gold ($/troy oz.) COMEX 955.10 –5.40 –0.56 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1460.00 –9.50 –0.65 2,170.00 690.00
Aluminum ($/ton) LME 1,440.00 –1.00 –0.07 3,340.00 1,288.00
Tin ($/ton) LME 13,550.00 –150.00 –1.09 24,200.00 9,750.00
Copper ($/ton) LME 4,559.50 –30.50 –0.66 8,811.00 2,815.00
Lead ($/ton) LME 1,410.00 –15.00 –1.05 2,225.00 870.00
Zinc ($/ton) LME 1,475.00 –17.00 –1.14 2,169.00 1,065.00
Nickel ($/ton) LME 12,795 155 1.23 24,530 9,000

Crude oil ($/bbl.) NYMEX 62.45 0.78 1.26 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5710 0.0068 0.43 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.8218 0.0111 0.61 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.643 0.007 0.19 11.981 3.395
Brent crude ($/bbl.) ICE-EU 61.24 1.03 1.71 143.31 42.62
Gas oil ($/ton) ICE-EU 481.25 1.50 0.31 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 26
Per In

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

Argentina peso-a 5.2325 0.1911 3.7413 0.2673

Brazil real 2.8464 0.3513 2.0352 0.4914
Canada dollar 1.5686 0.6375 1.1216 0.8916

1-mo. forward 1.5683 0.6376 1.1213 0.8918
3-mos. forward 1.5676 0.6379 1.1209 0.8922
6-mos. forward 1.5665 0.6384 1.1200 0.8928

Chile peso 788.32 0.001269 563.65 0.001774
Colombia peso 3091.61 0.0003235 2210.50 0.0004524
Ecuador US dollar-f 1.3986 0.7150 1 1
Mexico peso-a 18.3849 0.0544 13.1452 0.0761
Peru sol 4.1948 0.2384 2.9993 0.3334
Uruguay peso-e 32.937 0.0304 23.550 0.0425
U.S. dollar 1.3986 0.7150 1 1
Venezuela bolivar 3.00 0.332977 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7907 0.5585 1.2803 0.7811
China yuan 9.5564 0.1046 6.8328 0.1464
Hong Kong dollar 10.8416 0.0922 7.7518 0.1290
India rupee 66.7482 0.0150 47.7250 0.0210
Indonesia rupiah 14455 0.0000692 10335 0.0000968
Japan yen 132.55 0.007545 94.77 0.010552

1-mo. forward 132.50 0.007547 94.74 0.010556
3-mos. forward 132.42 0.007552 94.68 0.010562
6-mos. forward 132.26 0.007561 94.56 0.010575

Malaysia ringgit-c 4.9126 0.2036 3.5125 0.2847
New Zealand dollar 2.2580 0.4429 1.6145 0.6194
Pakistan rupee 112.727 0.0089 80.600 0.0124
Philippines peso 66.182 0.0151 47.320 0.0211
Singapore dollar 2.0257 0.4937 1.4484 0.6904
South Korea won 1770.63 0.0005648 1266.00 0.0007899
Taiwan dollar 45.668 0.02190 32.653 0.03063
Thailand baht 48.217 0.02074 34.475 0.02901

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

Euro zone euro 1 1 0.7150 1.3986
1-mo. forward 1.0003 0.9997 0.7152 1.3981
3-mos. forward 1.0008 0.9992 0.7156 1.3974
6-mos. forward 1.0015 0.9985 0.7161 1.3965

Czech Rep. koruna-b 26.699 0.0375 19.090 0.0524
Denmark krone 7.4454 0.1343 5.3235 0.1878
Hungary forint 281.35 0.003554 201.17 0.004971
Norway krone 8.9517 0.1117 6.4005 0.1562
Poland zloty 4.4161 0.2264 3.1575 0.3167
Russia ruble-d 43.812 0.02282 31.326 0.03192
Sweden krona 10.5806 0.0945 7.5652 0.1322
Switzerland franc 1.5154 0.6599 1.0835 0.9229

1-mo. forward 1.5149 0.6601 1.0832 0.9232
3-mos. forward 1.5138 0.6606 1.0824 0.9239
6-mos. forward 1.5114 0.6616 1.0807 0.9253

Turkey lira 2.1769 0.4594 1.5565 0.6425
U.K. pound 0.8772 1.1400 0.6272 1.5944

1-mo. forward 0.8773 1.1398 0.6273 1.5941
3-mos. forward 0.8775 1.1396 0.6274 1.5938
6-mos. forward 0.8778 1.1392 0.6276 1.5933

MIDDLE EAST/AFRICA
Bahrain dinar 0.5273 1.8966 0.3770 2.6526
Egypt pound-a 7.8650 0.1271 5.6235 0.1778
Israel shekel 5.5594 0.1799 3.9750 0.2516
Jordan dinar 0.9909 1.0092 0.7085 1.4114
Kuwait dinar 0.4030 2.4813 0.2882 3.4704
Lebanon pound 2108.39 0.0004743 1507.50 0.0006634
Saudi Arabia riyal 5.2450 0.1907 3.7502 0.2667
South Africa rand 11.5975 0.0862 8.2923 0.1206
United Arab dirham 5.1364 0.1947 3.6725 0.2723

SDR -f 0.9099 1.0991 0.6505 1.5372

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 600 208.96 1.60 0.77% 6.1% –34.1%

 13 DJ Stoxx 50 2125.55 24.83 1.18 2.9% –32.4%

 16 Euro Zone DJ Euro Stoxx 228.58 1.92 0.85 2.6% –36.1%

 14 DJ Euro Stoxx 50 2468.45 28.22 1.16 0.7% –33.5%

 8 Austria ATX 2039.57 –25.51 –1.24% 16.5% –52.9%

 13 Belgium Bel-20 2065.59 –9.38 –0.45 8.2% –43.5%

 8 Czech Republic PX 914.7 –10.1 –1.09 6.6% –44.4%

 16 Denmark OMX Copenhagen 277.92 –5.39 –1.90 22.9% –33.9%

 12 Finland OMX Helsinki 5775.61 –52.42 –0.90 6.9% –39.5%

 11 France CAC-40 3270.09 33.93 1.05 1.6% –33.4%

 20 Germany DAX 4985.60 67.15 1.37 3.6% –28.4%

 … Hungary BUX 15626.36 17.09 0.11 27.6% –30.5%

 8 Ireland ISEQ 2697.78 4.41 0.16 15.1% –55.8%

 9 Italy S&P/MIB 20297 330 1.65 4.3% –38.0%

 9 Netherlands AEX 263.43 2.77 1.06 7.1% –44.4%

 8 Norway All-Shares 332.24 –2.22 –0.66 23.0% –41.5%

 17 Poland WIG 29212.90 15.79 0.05 7.3% –37.3%

 12 Portugal PSI 20 7239.06 19.59 0.27 14.2% –32.1%

 … Russia RTSI 990.26 –27.66 –2.72% 56.7% –58.6%

 8 Spain IBEX 35 9405.7 58.3 0.62% 2.3% –30.1%

 15 Sweden OMX Stockholm 242.05 0.42 0.17 18.5% –24.7%

 10 Switzerland SMI 5431.27 –14.97 –0.27 –1.9% –26.8%

 … Turkey ISE National 100 34860.56 –547.12 –1.55 29.8% –13.3%

 10 U.K. FTSE 100 4411.72 46.43 1.06 –0.5% –27.2%

 12 ASIA-PACIFIC DJ Asia-Pacific 102.26 –0.09 –0.09 9.3% –33.2%

 … Australia SPX/ASX 200 3788.4 50.5 1.35 1.8% –33.7%

 … China CBN 600 22241.78 –197.84 –0.88 50.6% –21.3%

 15 Hong Kong Hang Seng 16991.56 –130.26 –0.76 18.1% –30.0%

 17 India Sensex 13589.23 –323.99 –2.33 40.9% –16.5%

 … Japan Nikkei Stock Average 9310.81 –36.19 –0.39 5.1% –33.0%

 … Singapore Straits Times 2238.79 –28.67 –1.26 27.1% –28.1%

 11 South Korea Kospi 1372.04 –28.86 –2.06 22.0% –24.8%

 13 AMERICAS DJ Americas 238.60 6.32 2.72 5.5% –34.3%

 … Brazil Bovespa 51607.61 791.37 1.56 37.4% –26.9%

 16 Mexico IPC 24571.69 372.73 1.54 9.8% –21.6%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 26, 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* 239.58 0.14% 5.2% –37.5%

3.40% 14 World (Developed Markets) 942.67 0.15% 2.4% –37.5%

3.10% 14 World ex-EMU 110.23 0.12% 2.4% –36.0%

3.20% 15 World ex-UK 940.01 0.15% 1.8% –37.0%

4.20% 12 EAFE 1,293.40 0.25% 4.5% –39.5%

3.40% 10 Emerging Markets (EM) 747.09 0.09% 31.8% –37.3%

4.70% 10 EUROPE 72.37 0.17% 4.2% –35.9%

5.10% 10 EMU 145.57 0.30% 2.5% –44.5%

4.50% 12 Europe ex-UK 79.50 0.25% 2.5% –35.8%

5.80% 9 Europe Value 81.11 0.04% 4.6% –39.0%

3.70% 11 Europe Growth 62.74 0.30% 3.8% –32.8%

4.00% 10 Europe Small Cap 126.08 –0.09% 24.9% –34.8%

3.60% 5 EM Europe 214.07 –0.26% 34.8% –47.0%

5.30% 8 UK 1,297.18 0.00% –1.3% –28.3%

3.40% 10 Nordic Countries 115.12 0.05% 17.4% –37.4%

2.70% 4 Russia 592.58 –0.67% 43.8% –56.2%

4.40% 9 South Africa 618.84 0.69% 6.9% –17.1%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 309.94 –0.20% 25.3% –36.9%

2.20% 25 Japan 547.46 0.76% 3.3% –36.5%

2.70% 11 China 50.26 0.14% 23.2% –33.1%

1.50% 14 India 550.50 0.55% 49.1% –22.7%

1.70% 14 Korea 379.23 –0.31% 23.5% –25.6%

5.90% 13 Taiwan 244.54 –0.73% 41.0% –28.9%

2.60% 19 US BROAD MARKET 974.37 0.00% –0.8% –35.4%

1.80% -56 US Small Cap 1,253.74 0.00% 0.5% –33.7%

3.80% 12 EM LATIN AMERICA 2,899.70 0.58% 39.6% –38.6%

*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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Gates optimistic on weapons moves
Dropping of programs
drew muted protest,
U.S. defense chief says

By August Cole

And Yochi J. Dreazen

Defense Secretary Robert Gates
said he is “modestly optimistic”
that his plans to curtail or cancel bil-
lions of dollars worth of the Penta-
gon’s most costly weapons systems
will weather opposition from Con-
gress and the defense industry.

Mr. Gates, who believes that fu-
ture wars will involve conflicts
more like those in Iraq and Afghani-
stan rather than taking on super-
powers such as China or Russia, is
using one of his most potent weap-
ons—the annual budget—to
quickly bring about changes.

He is taking aim at some of the
most entrenched forces in Washing-
ton. But so far, he says, he has been
“surprised by the modest push-
back” from the defense industry. “I
think partly it’s because most of
these companies are seeing plus-
ups in other programs,” he said in
an interview.

In one of the Pentagon’s biggest
budget shake-ups since the end of
the Cold War, Mr. Gates put a stop
to buying more big-ticket weapons
such as the Air Force’s F-22 Raptor
fighter, a stealthy plane with un-
matched maneuverability and a de-
voted following in Congress. He can-
celed an $85 billion armored-vehi-
cle effort that is part of the larger
Future Combat Systems Army mod-
ernization program.

“I ultimately could not convince
[Mr. Gates] that we had taken
enough of the lessons that we
learned from the current fight and
incorporated them into that vehicle

program,” said Gen. George Casey,
the Army’s chief of staff, in an un-
usually blunt assessment earlier
this month. “I thought we had, but
he thought we hadn’t.”

The move on the F-22, made by
Lockheed Martin Corp., posed a
key test for Mr. Gates. In addition to
building the F-22, Lockheed is the
lead contractor on a plane known as
the Joint Strike Fighter, a deal that
promises to be worth billions of dol-
lars to Lockheed in the future. Lock-
eed officials decided not to fight
Mr. Gates’s decision to cancel the
F-22.

Although, in Mr. Gates’s words,
the defense spending “spigot” is be-
ing turned off, the Pentagon is in-
creasing its commitment to select
military hardware, among them the
most costly weapons program ever,
the Joint Strike Fighter, as well as

various ships and submarines.
Spending on soldiers and their fami-
lies is also on the rise.

Aboard the Navy amphibious as-
sault ship USS Iwo Jima, which was
docked in New York last week, Mr.
Gates could be overheard quietly en-
gaging in a discussion with two
young Marines standing before a
massive mine-proof armored truck
about plans to modify its suspen-
sion for Afghanistan’s rougher
roads. The trucks are a hallmark of
Mr. Gates’s efforts to protect troops
in Iraq from roadside bombs by forc-
ing Pentagon officials to move
faster on weapons buying than any
time since World War II.

The focus on Afghanistan
brings other challenges. Mr. Gates
said officials are working to avoid
repeating contracting mistakes
from Iraq in Afghanistan, which

has much less infrastructure and
will require bringing in firms to
handle construction and other sup-
port efforts.

“When we have to build roads
and expand airfields and do things
like build some kind of housing for
all these additional troops that are
going in, I’m not sure I want to use
up numbers of troops to do all that
infrastructure construction,” he
said.

After an ambitious spring, Mr.
Gates plans to keep up the pace. “I
think I have to sustain it,” he said.
He said he plans to finish the 2010
budget and then will see through a
major Pentagon defense policy re-
view set to be unveiled next year,
as well as other studies. “Then I
want to shape the [fiscal 2011] bud-
get and we’ll see where we are,” he
said.

By Shai Oster

BEIJING—U.S. House Speaker
Nancy Pelosi, in the past one of Chi-
na’s sharpest critics, Tuesday pro-
moted common ground with China in
the fight to combat global warming.

“I think this climate crisis is
game changing for the U.S.-China re-
lationship. It is an opportunity we
cannot miss,” Ms. Pelosi told the
U.S.-China Clean Energy Forum,
which brought together experts and
businesses from both sides.

Ms. Pelosi, traveling with a dele-
gation of members of Congress in-
cluding Edward Markey (D., Mass.),
the co-author of the carbon-cap bill
that has just passed a key House
committee, said she would be meet-
ing with Chinese officials to learn
more about their position ahead of
climate-change talks in Copenhagen
in December.

The U.S. has been moving toward
passage of a “cap and trade” bill that
would for the first time put a limit
on the amount of carbon dioxide
emitted by domestic industries. The
Obama administration has indi-
cated it will back efforts in Copen-
hagen to come up with a successor
to the Kyoto Protocol on global
warming. However, the administra-
tion has tied its signing of an interna-
tional agreement to a commitment
by China—the world’s largest emit-
ter of carbon dioxide—to “signifi-

cant, robust” reductions of the
greenhouse gas.

U.S. Senate Foreign Relations
Committee Chairman John Kerry,
also in China, stressed the impor-
tance of U.S.-China agreement on cli-
mate change as well.

“Copenhagen will be defined by
what the U.S. and China agree on in
the next few weeks,” Mr.
Kerry said. “The fate of
Copenhagen will be defined
by the positions people take
now,” he said.

Ms. Pelosi, a California
Democrat, will be meeting
Wednesday with Chinese
President Hu Jintao and Pre-
mier Wen Jiabao, according
to Ms. Pelosi’s office. Her
trip comes just before one
of the most sensitive dates
in China, the 20th anniver-
sary of the June 4, 1989,
crackdown on the student pro-de-
mocracy protests in Tiananmen
Square.

Ms. Pelosi famously unfurled a
banner on Tiananmen Square in
1991 to honor the victims of the
crackdown, opposed normal trade
relations with China in the 1990s,
and last year urged President
George W. Bush to consider boycott-
ing the opening ceremony of the
Beijing Olympics, but she has been
careful to avoid public criticism of
her hosts this time.

In her talk Tuesday, she did link

environmental issues to human
rights. “Workers rights, human
rights, people’s rights are part of en-
vironmental justice. Environmental
justice is a principle that must be up-
held as we go forward,” she said. One
of the leading sources of social un-
rest and protest in China is pollution.

She also praised the role of the
evangelical community in
supporting environmental
causes in the U.S. The ruling
Communist Party is offi-
cially atheist, though the
government allows limited
freedom of worship for
someofficialrecognizedre-
ligions.

“One important part of
the coalition is the faith-
based community, includ-
ing the evangelicals, be-
cause they believe as many
of us do, that this planet is

God’s creation and it is our moral re-
sponsibility to preserve it,” Ms.
Pelosi said.

Finding common ground with
China on climate change could be
hard—though it will be crucial to
passage of a new agreement, ana-
lysts say.

Just last week, the Chinese gov-
ernment called for rich countries to
commit to reduce greenhouse gases
by 40% below 1990 levels and give
as much as 1% of their gross domes-
tic product to help poorer nations
develop climate-change mitigation

technologies. Developing countries
such as China would have only volun-
tary obligations.

Both demands are miles away
from what the U.S. or Europe would
be willing to accept.

Analysts say China’s new, more
radical demands may be a starting
point for negotiations, and there
may yet be room for compromise.

Mr. Kerry, (D., Mass.) said if
China agreed to measurable, verifi-
able and reportable goals for
greenhouse-gas obligations, that
could help passage of a treaty. He
didn’t define what those goals
would be. China rejects absolute
caps on greenhouse gas but some
have suggested it may be willing to
accept a relative limit.

“What is important is that we
can measure what China is doing,”
Mr. Kerry said.

Mr. Kerry is in China to meet
with Chinese leaders, including the
foreign minister, and academics.
The U.S. will be sending its top cli-
mate negotiator in the next two
weeks, he said.

Mr. Kerry said he was also talk-
ing to Chinese officials about North
Korea’s nuclear test this week,
which he called a “reckless choice
and also a senseless choice” that has
to be dealt with appropriately. He
said China’s cooperation on North
Korea was essential because China
is that country’s biggest trade part-
ner and neighbor.

Pelosi sees opportunity with China on climate

U.S. Defense Secretary Robert Gates, in Afghanistan earlier this month, said officials are working to avoid contracting mistakes.

Nancy Pelosi

ECONOMY & POLITICS

Re
ut

er
s

By Evan Ramstad

SEOUL—South Korea on Tues-
day lashed back at North Korea’s lat-
est weapons tests by announcing
full participation in a U.S.-led effort
to halt nuclear-weapons trafficking,
a step that Pyongyang said in March
it would consider a “declaration of
war.”

Later in the day, a South Korean
news agency reported North Korea
test-fired two short-range missiles,
but South Korean defense officials
said they couldn’t confirm the re-
port.

North Korea on Monday tested a
nuclear device for the second time
ever, as well as three short-range
missiles.

South Korea’s full entry into the
effort called the Proliferation Secu-
rity Initiative means that it will play
a bigger role in enforcement to pre-
vent the North from selling weap-
ons and related technology to other
countries or terror groups.

The PSI issue has been at the cen-
ter of diplomatic jockeying between
the two Koreas since the North be-
gan preparing in February for its lat-
est round of weapons tests.

South Korean officials publicly
discussed upgrading the country’s
status in PSI from “observer” to
“full participant” in March, saying it
would take the step if the North fol-
lowed through on its threats at the
time to test a long-range missile.

North Korea responded on
March 29 with a statement deriding
PSI as a “mechanism for aggression
set up by the U.S. and its followers to
apply sanctions and stifle those
countries incurring their displea-
sure.” It added it would consider
South Korea’s participation in it “a
declaration of war and take a reso-
lute countermeasure against it.”

South Korean officials formally
decided to take the step a few days
after North Korea’s April 5 test of a
multistage missile. Just as they
were to make a formal announce-
ment, Pyongyang offered to hold the
first inter-Korean talks in nearly a
year.

The inter-Korean meeting, held
on April 21, lasted just 20 minutes as
North Korean officials demanded
more money for a joint industrial
complex in the border city of Kae-
song and refused to discuss other
matters.

After North Korea tested a nu-
clear device on Monday, South Ko-
rean officials decided to wait no
longer, an official in the South’s for-
eign ministry said. He acknowl-
edged Pyongyang’s meeting maneu-
ver had delayed it earlier but de-
clined to discuss specifics.

Just before Seoul announced the
move, U.S. President Barack Obama
thanked South Korean President
Lee Myung-bak by phone. The two
presidents also discussed further
ways to encourage North Korea to
give up its pursuit of nuclear weap-
ons, according to a U.S. official.

South Korea’s participation may
help the U.S. and other countries
slow some of North Korea’s arms
dealing. Weapons sales provide
North Korea with about $1.5 billion
in foreign income annually, accord-
ing to a recent estimate by the Insti-
tute for Foreign Policy Analysis, an
independent think tank in Cam-
bridge, Mass. Its major customers
for missiles, weapons and related
technology have been Syria, Iran
and Myanmar. —SungHa Park

contributed to this article.

Seoul acts to halt
arms trafficking
by North Korea
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MP-TURKEY.SI OT OT SVN 05/25 EUR 24.70 26.5 –30.6 –27.8

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 05/25 USD 11.34 30.0 –19.9 –7.9
Parex Caspian Sea Eq EU EQ LVA 05/25 EUR 2.91 38.6 –67.8 –46.0
Parex Eastern Europ Bd EU BD LVA 05/25 USD 11.34 30.0 –19.9 –7.9
Parex Russian Eq EE EQ LVA 05/25 USD 14.86 71.6 –54.2 –21.4

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 05/26 USD 131.04 18.2 –37.4 –17.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/26 USD 125.34 17.8 –37.9 –18.1
PF (LUX)-Biotech-Pca OT EQ LUX 05/22 USD 250.10 –12.3 –23.4 –10.4
PF (LUX)-CHF Liq-Pca CH MM LUX 05/25 CHF 124.09 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/25 CHF 93.67 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/22 USD 90.42 11.2 –27.1 –13.9
PF (LUX)-East Eu-Pca EU EQ LUX 05/22 EUR 211.37 58.3 –52.8 –30.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/26 USD 119.45 28.2 –44.6 –18.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/26 USD 383.41 26.0 –45.3 –19.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/22 EUR 82.00 7.3 –33.9 –24.9
PF (LUX)-EUR Bds-Pca EU BD LUX 05/25 EUR 369.21 –1.1 3.0 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/25 EUR 280.97 –1.1 3.0 1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/25 EUR 132.33 6.0 1.3 0.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/25 EUR 93.03 6.0 1.3 0.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/25 EUR 112.60 24.9 –20.0 –14.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/25 EUR 65.27 24.8 –20.0 –14.4
PF (LUX)-EUR Liq-Pca EU MM LUX 05/25 EUR 135.54 0.7 2.8 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/25 EUR 97.68 0.7 2.8 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/25 EUR 102.27 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/25 EUR 100.91 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/25 EUR 334.94 9.5 –36.5 –29.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/22 EUR 107.87 6.7 –34.4 –28.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/22 USD 211.51 11.7 4.0 3.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/22 USD 143.89 11.7 4.0 3.2
PF (LUX)-Gr China-Pca AS EQ LUX 05/26 USD 269.68 26.8 –28.7 –7.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/26 USD 264.49 38.0 –29.1 –13.7
PF (LUX)-Jap Index-Pca JP EQ LUX 05/26 JPY 8500.52 4.3 –34.4 –27.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/26 JPY 7427.27 1.7 –39.0 –32.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/26 JPY 7231.51 1.5 –39.4 –32.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/26 JPY 4108.55 4.7 –35.7 –28.7
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/26 USD 190.22 20.1 –37.9 –17.0
PF (LUX)-Piclife-Pca CH BA LUX 05/25 CHF 714.92 3.7 –10.6 –9.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/22 EUR 48.14 9.1 –28.5 –25.5
PF (LUX)-Rus Eq-Pca OT OT LUX 05/22 USD 42.01 83.9 –60.1 NS
PF (LUX)-Security-Pca GL EQ LUX 05/22 USD 80.11 12.1 –20.6 –15.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/25 EUR 369.13 13.1 –34.7 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 05/22 USD 81.38 –0.3 –34.6 –20.4
PF (LUX)-USA Index-Pca US EQ LUX 05/22 USD 71.65 –1.2 –35.3 –22.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/22 USD 506.97 –4.4 6.1 6.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/22 USD 372.01 –4.4 6.1 6.6
PF (LUX)-USD Liq-Pca US MM LUX 05/25 USD 130.74 0.4 1.6 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/25 USD 85.37 0.4 1.6 2.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/25 USD 101.52 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/25 USD 100.81 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/22 EUR 103.47 0.4 –26.8 –20.2
PF (LUX)-WldGovBds-Pca GL BD LUX 05/26 USD 158.97 –3.6 2.2 8.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/26 USD 131.58 –3.6 2.2 8.4
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/25 USD 43.14 3.9 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 05/22 USD 9.78 24.7 –26.5 –18.3
Japan Fund USD JP EQ IRL 05/26 USD 15.03 2.3 –11.8 –8.1
Polar Healthcare Class I USD OT OT IRL 05/22 USD 10.29 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/22 USD 10.30 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 47.7 –29.8 –12.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 05/25 EUR 574.98 2.0 –34.1 NS

Core Eurozone Eq B EU EQ IRL 05/25 EUR 676.55 2.9 –33.4 NS

Euro Fixed Income A EU BD IRL 05/25 EUR 1133.26 0.1 –7.6 –5.3

Euro Fixed Income B EU BD IRL 05/25 EUR 1205.49 0.3 –7.0 –4.7

Euro Small Cap A EU EQ IRL 05/25 EUR 968.53 14.2 –38.2 –33.7

Euro Small Cap B EU EQ IRL 05/25 EUR 1033.74 14.5 –37.8 –33.3

Eurozone Agg Eq A EU EQ IRL 05/25 EUR 531.12 6.9 –35.5 –28.9

Eurozone Agg Eq B EU EQ IRL 05/25 EUR 760.55 7.1 –35.1 –28.4

Glbl Bd (EuroHdg) A GL BD IRL 05/25 EUR 1230.89 2.8 –4.2 –2.0

Glbl Bd (EuroHdg) B GL BD IRL 05/25 EUR 1301.80 3.0 –3.6 –1.4

Glbl Bd A EU BD IRL 05/25 EUR 1005.93 2.6 3.8 –1.7

Glbl Bd B EU BD IRL 05/25 EUR 1067.01 2.8 4.4 –1.1

Glbl Real Estate A OT EQ IRL 05/25 USD 645.94 –3.1 –48.8 –32.7

Glbl Real Estate B OT EQ IRL 05/25 USD 663.53 –2.9 –48.5 –32.3

Glbl Real Estate EH-A OT EQ IRL 05/25 EUR 596.18 –5.0 –47.2 –34.0

Glbl Real Estate SH-B OT EQ IRL 05/25 GBP 55.85 –5.8 –47.6 –33.5

Glbl Strategic Yield A EU BD IRL 05/25 EUR 1303.42 15.3 –13.4 –7.6

Glbl Strategic Yield B EU BD IRL 05/25 EUR 1389.72 15.6 –12.9 –7.0

Japan Equity A JP EQ IRL 05/25 JPY 11119.00 7.6 –35.2 –28.2

Japan Equity B JP EQ IRL 05/25 JPY 11808.00 7.8 –34.8 –27.7

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/25 USD 1650.98 28.4 –32.7 –15.5

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/25 USD 1755.58 28.7 –32.3 –15.0

Pan European Eq A EU EQ IRL 05/25 EUR 774.38 7.8 –35.1 –27.8

Pan European Eq B EU EQ IRL 05/25 EUR 822.52 8.0 –34.8 –27.4

US Equity A US EQ IRL 05/25 USD 688.05 2.8 –36.5 –22.2

US Equity B US EQ IRL 05/25 USD 734.06 3.1 –36.1 –21.8

US Small Cap A US EQ IRL 05/25 USD 999.91 –0.6 –37.4 –25.1

US Small Cap B US EQ IRL 05/25 USD 1067.40 –0.3 –37.0 –24.7

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/26 SEK 62.28 3.5 –39.3 –30.5

Choice Japan Fd JP EQ LUX 05/26 JPY 46.78 4.0 –33.6 –29.7

Choice Jpn Chance/Risk JP EQ LUX 05/26 JPY 46.75 4.4 –41.6 –31.2

Choice NthAmChance/Risk US EQ LUX 05/26 USD 3.13 11.8 –38.7 –21.8

Europe 2 Fd EU EQ LUX 05/26 EUR 0.75 8.5 –39.8 –31.2

Europe 3 Fd EU EQ LUX 05/26 EUR 3.32 8.6 –39.8 –31.2

Global Chance/Risk Fd GL EQ LUX 05/26 EUR 0.49 3.6 –32.8 –26.1

Global Fd GL EQ LUX 05/26 USD 1.71 2.7 –40.1 –24.5

Intl Mixed Fd -C- NO BA LUX 05/26 USD 22.92 –0.2 –30.5 –16.2

Intl Mixed Fd -D- NO BA LUX 05/26 USD 15.95 –1.6 –31.5 –16.8

Wireless Fd OT EQ LUX 05/26 EUR 0.12 22.5 –26.3 –20.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/26 USD 5.63 24.2 –29.4 –14.9

Currency Alpha EUR -IC- OT OT LUX 05/26 EUR 10.57 –3.2 1.0 2.0

Currency Alpha EUR -RC- OT OT LUX 05/26 EUR 10.50 –3.4 0.5 1.6

Currency Alpha SEK -ID- OT OT LUX 05/26 SEK 98.38 –6.9 –3.0 NS

Currency Alpha SEK -RC- OT OT LUX 05/26 SEK 111.25 –3.4 0.5 1.6

Generation Fd 80 OT OT LUX 05/26 SEK 6.78 6.2 –22.7 NS

Nordic Focus EUR NO EQ LUX 05/26 EUR 62.08 24.4 –33.0 NS

Nordic Focus NOK NO EQ LUX 05/26 NOK 69.36 24.4 –33.0 NS

Nordic Focus SEK NO EQ LUX 05/26 SEK 70.08 24.4 –33.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/25 USD 1.44 3.4 –35.7 –23.9

Ethical Global Fd GL EQ LUX 05/26 USD 0.64 4.7 –37.4 –25.0

Ethical Sweden Fd NO EQ LUX 05/26 SEK 33.34 20.9 –19.5 –17.5

Europe Fd EU EQ LUX 05/26 USD 1.69 2.0 –33.9 –27.2

Index Linked Bd Fd SEK OT BD LUX 05/26 SEK 12.47 –2.1 1.3 3.0

Medical Fd OT EQ LUX 05/26 USD 2.65 –7.5 –22.8 –16.6

Short Medium Bd Fd SEK NO MM LUX 05/26 SEK 8.78 0.8 2.4 2.9

Technology Fd OT EQ LUX 05/26 USD 1.87 20.1 –29.1 –14.1

World Fd NO BA LUX 05/26 USD 1.76 6.0 –35.4 –19.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/26 EUR 1.27 0.1 0.6 1.6

Short Bond Fd SEK NO MM LUX 05/26 SEK 21.85 1.3 2.6 3.0

Short Bond Fd USD US MM LUX 05/26 USD 2.49 –0.2 0.8 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/26 SEK 9.92 –1.4 –3.1 –0.7

Alpha Bond Fd SEK -B- NO BD LUX 05/26 SEK 8.59 –1.4 –3.2 –0.7

Alpha Bond Fd SEK -C- NO BD LUX 05/26 SEK 24.85 –1.4 –3.3 –0.9

Alpha Bond Fd SEK -D- NO BD LUX 05/26 SEK 7.74 –1.4 –3.3 –0.9

Alpha Short Bd SEK -A- NO MM LUX 05/26 SEK 11.02 1.9 3.2 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/26 SEK 10.08 1.9 3.2 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/26 SEK 21.55 1.9 3.1 3.2

Alpha Short Bd SEK -D- NO MM LUX 05/26 SEK 8.16 1.9 3.1 3.2

Bond Fd SEK -C- NO BD LUX 05/26 SEK 41.53 –0.1 9.2 5.7

Bond Fd SEK -D- NO BD LUX 05/26 SEK 12.06 –3.2 5.7 3.4

Corp. Bond Fd EUR -C- EU BD LUX 05/26 EUR 1.13 3.2 –5.0 –2.5

Corp. Bond Fd EUR -D- EU BD LUX 05/26 EUR 0.86 3.2 –4.9 –2.7

Corp. Bond Fd SEK -C- NO BD LUX 05/26 SEK 10.98 2.2 –9.6 –4.6

Corp. Bond Fd SEK -D- NO BD LUX 05/26 SEK 8.30 –1.6 –13.0 –6.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/26 EUR 100.39 –3.3 2.3 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/26 EUR 104.82 1.2 6.8 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 05/26 SEK 1111.05 1.2 6.8 NS

Flexible Bond Fd -C- NO BD LUX 05/26 SEK 21.20 1.6 6.2 4.4

Flexible Bond Fd -D- NO BD LUX 05/26 SEK 11.59 –1.8 2.6 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/26 SEK 78.21 –2.3 –25.7 –15.3

Global Hedge I SEK -D- OT OT LUX 05/26 SEK 71.48 –2.3 –25.7 –16.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/26 USD 1.98 28.8 –37.1 –11.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/26 SEK 24.21 44.3 –11.3 –14.8

Europe Chance/Risk Fd EU EQ LUX 05/26 EUR 831.26 9.0 –43.3 –33.3

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 05/21 AED 5.33 16.1 –56.4 –18.7

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 05/22 EUR 27.45 –3.2 –7.0 –1.1

Bonds Eur Corp A OT OT LUX 05/22 EUR 21.56 4.0 –0.9 –1.3

Bonds Eur Hi Yld A OT OT LUX 05/22 EUR 16.27 22.4 –20.3 –15.0

Bonds EURO A OT OT LUX 05/25 EUR 39.46 –0.1 6.4 4.2

Bonds Europe A OT OT LUX 05/25 EUR 37.80 –0.2 6.6 3.3

Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 05/22 USD 33.48 6.2 4.8 5.6
Bonds World A OT OT LUX 05/22 USD 39.65 –0.4 0.8 7.6
Eq. China A OT OT LUX 05/25 USD 18.35 22.8 –30.8 –10.3
Eq. ConcentratedEuropeA OT OT LUX 05/25 EUR 22.61 9.8 –35.6 –28.0
Eq. Eastern Europe A OT OT LUX 05/22 EUR 17.63 33.4 –55.9 –32.8
Eq. Equities Global Energy OT OT LUX 05/22 USD 15.40 8.0 –48.2 –16.5
Eq. Euroland A OT OT LUX 05/25 EUR 9.20 0.4 –36.0 –28.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/22 EUR 15.16 10.4 –33.9 –21.8
Eq. EurolandFinancialA OT OT LUX 05/25 EUR 9.35 11.0 –40.7 –34.2
Eq. Glbl Emg Cty A OT OT LUX 05/25 USD 7.95 33.0 –39.4 –13.9
Eq. Global A OT OT LUX 05/22 USD 21.88 4.0 –39.3 –25.5
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 05/22 USD 26.14 25.0 –17.3 1.6
Eq. Japan Sm Cap A OT OT LUX 05/25 JPY 946.15 4.5 –33.2 –33.4
Eq. Japan Target A OT OT LUX 05/26 JPY 1669.32 6.7 –13.2 –16.5
Eq. Pacific A OT OT LUX 05/25 USD 7.68 20.4 –36.7 –15.6
Eq. US ConcenCore A OT OT LUX 05/22 USD 18.11 11.5 –26.5 –17.0
Eq. US Lg Cap Gr A OT OT LUX 05/22 USD 12.18 12.9 –39.1 –21.8
Eq. US Mid Cap A OT OT LUX 05/22 USD 22.23 10.9 –40.5 –19.4
Eq. US Multi Strg A OT OT LUX 05/22 USD 16.78 5.0 –40.1 –25.7
Eq. US Rel Val A OT OT LUX 05/22 USD 15.95 2.7 –41.7 –30.4
Eq. US Sm Cap Val A OT OT LUX 05/22 USD 12.34 –4.6 –46.9 –34.3
Eq. US Value Opp A OT OT LUX 05/22 USD 13.08 0.9 –44.8 –33.1
Money Market EURO A OT OT LUX 05/25 EUR 27.31 0.7 3.3 3.7
Money Market USD A OT OT LUX 05/22 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 05/26 JPY 8481.00 –1.4 –40.2 –35.2
YMR-N Japan Fund OT OT IRL 05/26 JPY 9596.00 1.7 –37.3 –31.4
YMR-N Low Price Fund OT OT IRL 05/26 JPY 12991.00 0.1 –36.3 –30.3
YMR-N Small Cap Fund OT OT IRL 05/26 JPY 6144.00 –4.3 –39.5 –35.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/26 JPY 4112.00 –2.2 –46.6 –35.3
Yuki 77 General JP EQ IRL 05/26 JPY 6084.00 3.1 –39.5 –31.5
Yuki 77 Growth JP EQ IRL 05/26 JPY 5704.00 –3.6 –42.9 –36.6
Yuki 77 Income AS EQ IRL 05/26 JPY 4681.00 –8.5 –40.0 –31.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/26 JPY 6338.00 1.6 –38.2 –32.6
Yuki Chugoku Jpn Gro JP EQ IRL 05/26 JPY 4821.00 –5.7 –42.2 –33.9
Yuki Chugoku JpnLowP JP EQ IRL 05/26 JPY 7873.00 –3.9 –32.3 –28.0
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 05/26 JPY 6691.00 –1.2 –41.3 –33.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/26 JPY 4422.00 –2.8 –44.3 –33.5
Yuki Hokuyo Jpn Inc JP EQ IRL 05/26 JPY 5113.00 –3.1 –36.6 –29.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/26 JPY 4514.00 –4.1 –38.5 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/26 JPY 4176.00 –1.7 –47.4 –36.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/26 JPY 4324.00 –3.7 –48.6 –38.4
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/26 JPY 6200.00 1.6 –43.7 –33.8
Yuki Mizuho Jpn Gen OT OT IRL 05/26 JPY 8158.00 1.7 –37.5 –32.6
Yuki Mizuho Jpn Gro OT OT IRL 05/26 JPY 6104.00 –2.4 –38.5 –34.5
Yuki Mizuho Jpn Inc OT OT IRL 05/26 JPY 7607.00 –4.4 –38.6 –30.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/26 JPY 4914.00 –1.4 –39.2 –32.1
Yuki Mizuho Jpn LowP OT OT IRL 05/26 JPY 11322.00 –0.1 –29.4 –27.2
Yuki Mizuho Jpn PGth OT OT IRL 05/26 JPY 7570.00 –0.9 –42.4 –35.2
Yuki Mizuho Jpn SmCp OT OT IRL 05/26 JPY 6056.00 –1.3 –41.0 –35.7
Yuki Mizuho Jpn Val Sel OT OT IRL 05/26 JPY 5389.00 3.8 –35.8 –29.0
Yuki Mizuho Jpn YoungCo OT OT IRL 05/26 JPY 2475.00 3.7 –46.3 –43.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/26 JPY 4658.00 3.5 –44.2 –35.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/26 JPY 5151.00 1.0 –39.0 –33.0
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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 04/30 USD 1356.77 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 04/30 USD 1759.58 1.1 –7.2 –3.6

CMA MultHdge Balncd OT OT CYM 04/30 USD 1253.79 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 04/30 USD 1701.40 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 04/30 USD 997.55 –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 3.3 –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 05/15 GBP 0.97 1.5 –13.7 –4.7

Global Absolute USD OT OT GGY 05/15 USD 1.81 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 05/20 EUR 80.75 –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
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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
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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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Court paves Sharif’s return
Pakistan decision
lets former premier
run for parliament

By Roshanak Taghavi

TEHRAN—Just weeks ahead of
Iran’s June 12 presidential elections,
Mahmoud Ahmadinejad ruled out
backtracking on Tehran’s nuclear-en-
ergy ambitions and also said he
would like to de-
bate U.S. Presi-
dent Barack
Obama at the
United Nations.

H i s c o m -
ments Monday
came on the
heels of in-
creased outreach
by Washington to
engage Tehran.
Iran says it is pur-
suing peaceful, ci-
vilian nuclear en-
ergy, but officials in the U.S., Europe
and elsewhere accuse it of pursuing
nuclear weapons.

Mr. Ahmadinejad said he wel-
comes talks with the U.S. and, if re-
elected, will invite Mr. Obama to have
a debate at the U.N. “We responded
to Mr. Obama’s question very clearly.
We welcome real change based on jus-
tice and mutual respect,” he said.

By Matthew Rosenberg

And Zahid Hussain

ISLAMABAD—Pakistan’s Su-
preme Courtpaved theway for oppo-
sition leader Nawaz Sharif, arguably
Pakistan’s most popular politician,
to return to parliament, presaging a
change in the nation’s political land-
scape.

Tuesday’s widely expected Su-
preme Court decision to overturn a
ban on Mr. Sharif, a two-term
former prime minister, holding
elected office removes an immedi-
ate political flashpoint and poten-
tial source of instability.

But in Pakistan, where the presi-
dent is deeply unpopular, the deci-
sion also raises the prospect of
sweeping political change, at a time
when the government is fighting Tal-
iban militants and struggling to
shore up a shaky economy.

National elections aren’t due for
four years, but only a single Pakistani
government has served a full, five-
year term sinceindependence in 1947.

A recent poll by the International
Republican Institute, a Washington-
based group with a track record of
reliable polling in Pakistan, found
Mr. Sharif’s approval rating was
75%. President Asif Ali Zardari’s rat-
ing stood at 19%.

The court decision also gives the
U.S. another option in Pakistan. Con-
cerned about the declining political
fortunes of Mr. Zardari, who has had
closetieswiththeU.S.,Americanoffi-
cialshaveinrecentmonthsbeguncul-

tivating closer ties with Mr. Sharif.
The U.S. had long viewed Mr.

Sharif as too cozy with Islamist poli-
ticians and potentially weak on mili-
tant extremism. But he says he op-
poses Islamist militancy and has sup-
ported the military offensive
against the Taliban in the Swat Val-
ley, northwest of Islamabad, that
has forced more than two million
people from their homes. Members
of his party have criticized the ar-
my’s decision to fight the militants
in such a heavily populated area.

Following Tuesday’s decision,
Mr. Sharif told reporters that his
party, the Pakistan Muslim League-
Nawaz, which holds the second-
most seats in parliament after Mr.
Zardari’s Pakistan Peoples’ Party,
would decide when he would con-
test a by-election.

Mr. Sharif has said in the past
few months that he doesn’t want to

destabilize the current government.
Yet his return to parliament could
aid efforts to return the job to its
largely ceremonial role.

Such a move would require action

by the parliament, setting up a strug-
glewiththepresident’sparty.Mr.Zar-
dari has said that he, too, supports
such a move, but he has done little to
make it happen, leading critics inside
and outside his party to contend that
he wants to hold on to his powers.

Pakistanwasplungedintopolitical
turmoil in February when the Su-
preme Court upheld Mr. Sharif’s ban,
imposed after he was ousted in the
1999 military coup because of crimi-
nalconvictionsthathesayswerepolit-
ically motivated. The Supreme Court
also nullified the 2008 election of his
brother ShahbazSharif,whohadbeen
chief minister of Punjab. Both deci-
sions were final, the court said.

Mr.SharifcalledtheFebruarydeci-
sions politically motivated and re-
sponded by organizing nationwide
protests that in March forced Mr. Zar-
dari to back down and let the govern-
ment appeal February’s decision, al-
low the reinstatement of ousted chief
justiceIftikharMohammedChaudhry,
and end federal rule in Punjab.

The court soon restored Shahbaz
Sharif to his post as chief minister of
Punjab.

While Nawaz Sharif can now
stand for parliament, he is still
blocked from the premiership by a
ban on prime ministers serving a
third time. That, too, could be over-
turned by the Supreme Court.

Mahmoud
Ahmadinejad

Nawaz Sharif greets supporters at his residence near Lahore, Pakistan, after
Tuesday’s Supreme Court decision allowing him to run for elected office.
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Ahmadinejad
offers to debate
Obama at U.N.
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Short Mat Dollar I US BD LUX 05/25 USD 6.73 1.1 –12.4 –10.4

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 05/25 GBP 6.67 0.2 –25.3 –16.0
Andfs. Borsa Global GL EQ AND 05/25 EUR 5.41 –6.7 –37.5 –25.8
Andfs. Emergents GL EQ AND 05/25 USD 13.11 31.1 –37.9 –13.6
Andfs. Espanya EU EQ AND 05/25 EUR 10.72 –1.0 –31.9 –21.8
Andfs. Estats Units US EQ AND 05/25 USD 12.09 –0.9 –35.8 –22.2
Andfs. Europa EU EQ AND 05/25 EUR 6.50 0.2 –33.1 –24.9
Andfs. Franca EU EQ AND 05/25 EUR 8.12 –1.9 –34.1 –27.0
Andfs. Japo JP EQ AND 05/25 JPY 458.74 4.7 –35.7 –28.1
Andfs. Plus Dollars US BA AND 05/25 USD 8.46 0.3 –19.3 –11.2
Andfs. RF Dolars US BD AND 05/25 USD 10.52 2.9 –8.1 –3.3
Andfs. RF Euros EU BD AND 05/25 EUR 9.47 5.8 –12.5 –8.5
Andorfons EU BD AND 05/25 EUR 12.67 6.2 –14.5 –10.8
Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1
Andorfons Mix 30 EU BA AND 05/25 EUR 8.19 1.2 –25.5 –17.1

Andorfons Mix 60 EU BA AND 05/25 EUR 7.82 –3.9 –34.9 –23.7

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 05/22 USD 181006.60 34.2 –23.6 –15.5

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 05/26 EUR 9.79 –2.8 –4.3 –2.2
DJE-Absolut P GL EQ LUX 05/26 EUR 182.66 4.2 –22.2 –14.6
DJE-Alpha Glbl P EU BA LUX 05/26 EUR 159.46 3.7 –17.9 –11.3
DJE-Div& Substanz P GL EQ LUX 05/26 EUR 185.97 6.3 –19.6 –12.8
DJE-Gold&Resourc P OT EQ LUX 05/26 EUR 149.17 14.1 –22.4 –5.7
DJE-Renten Glbl P EU BD LUX 05/26 EUR 123.28 3.0 1.9 0.5
LuxPro-Dragon I AS EQ LUX 05/26 EUR 118.30 27.4 –16.2 –5.4
LuxPro-Dragon P AS EQ LUX 05/26 EUR 115.46 27.2 –16.6 –6.5
LuxTopic-Aktien Europa EU EQ LUX 05/26 EUR 14.94 4.3 –14.4 –8.8
LuxTopic-Pacific AS EQ LUX 05/26 EUR 12.38 36.8 –32.4 –20.4

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 05/22 USD 289.17 17.8 –7.7 –3.1
Sel Emerg Mkt Equity GL EQ GGY 05/22 USD 164.40 25.5 –38.9 –15.5
Sel Euro Equity EUR US EQ GGY 05/22 EUR 79.69 7.3 –38.7 –29.4
Sel European Equity EU EQ GGY 05/22 USD 147.70 7.4 –46.1 –28.2
Sel Glob Equity GL EQ GGY 05/22 USD 152.11 5.9 –41.3 –27.2
Sel Glob Fxd Inc GL BD GGY 05/22 USD 129.50 0.4 –13.9 –3.9
Sel Pacific Equity AS EQ GGY 05/22 USD 106.81 18.1 –38.3 –17.8
Sel US Equity US EQ GGY 05/22 USD 101.30 0.5 –37.3 –24.3
Sel US Sm Cap Eq US EQ GGY 05/22 USD 134.80 3.1 –38.7 –28.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/22 EUR 293.64 0.6 –14.6 –9.9
EPB Flexible 50/50 OT OT LUX 05/22 EUR 218.47 1.1 –21.4 –15.1
KBC Eq (L) Europe EU EQ LUX 05/25 EUR 417.76 7.5 –38.2 –29.1
KBC Eq (L) Japan JP EQ LUX 05/25 JPY 16343.00 –2.3 –38.2 –31.1
KBC Eq (L) NthAmer EUR US EQ LUX 05/25 EUR 451.80 –1.1 –38.1 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/25 USD 660.53 –0.5 –36.2 –22.0
KBL Key America EUR US EQ LUX 05/22 EUR 326.18 2.3 –41.5 –25.3
KBL Key America USD US EQ LUX 05/22 USD 344.82 3.6 –40.1 –23.9

KBL Key East Europe EU EQ LUX 05/22 EUR 1517.53 43.4 –51.8 –29.4
KBL Key Eur Sm Cie EU EQ LUX 05/22 EUR 718.63 14.3 –42.0 –33.1
KBL Key Europe EU EQ LUX 05/22 EUR 537.37 3.6 –32.5 –26.0
KBL Key Far East AS EQ LUX 05/22 USD 1118.90 24.0 –32.8 –18.1
KBL Key Major Em Mkts GL EQ LUX 05/22 USD 481.13 40.4 –45.8 –17.8
KBL Key NaturalRes EUR OT EQ LUX 05/22 EUR 407.52 19.6 –34.9 –16.1
KBL Key NaturalRes USD OT EQ LUX 05/22 USD 433.74 20.3 –42.0 –14.5

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 05/22 USD 45.34 32.8 –35.0 –15.7
LG Asian Plus AS EQ CYM 05/15 USD 41.87 10.8 –40.4 –18.9
LG Asian SmallerCo's AS EQ BMU 05/22 USD 74.20 34.5 –42.1 –32.2
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 05/25 EUR 22.93 –12.6 –58.5 –49.0
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China plan unlikely to spur spending
New lending firms
would face consumers
who don’t like debt

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

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

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

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

Shoppers in Shanghai this month look
at motorbikes, above, and other
products. A draft plan would allow the
launch of consumer-finance firms in
China, but observers are skeptical that
many Chinese would take on debt to
buy durable goods or to travel.
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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

BEIJING—When China recently
announced a draft plan to allow lo-
cal and foreign firms to launch con-
sumer-finance companies, the
idea was to offer an additional
channel for Chinese consumers to
finance the purchase of durable
goods, travel and education.

But while there has been some
initial excitement around the plan,
the hope that it will have a tangi-
ble effect on consumption—cru-
cial to economic recovery in China
as exports drop off—is muted.

The draft rules limit the scope
of the lending allowed. Any banks
or other institutions that might
contemplate setting up a consumer-
finance company won’t be able to
offer property or auto loans and
will face potentially high costs that
will limit profitability.

Since the China Banking Regula-
tory Commission issued its draft
rules last week, people inter-
viewed by Dow Jones Newswires
have showed limited enthusiasm
for the plan.

“It’s merely a message from the
government about its intention to
boost domestic consumption,”
said an official at a Beijing-based
major state bank, who declined to
be named. “But who will go into
debt to buy just a television?”

While China has seen recent
growth in mortgage lending, go-
ing into debt to buy a stove or a va-
cation trip traditionally hasn’t
been the Chinese way.

Easily available consumer
loans may change that, but sav-
ings habits are deeply rooted:
China has a household savings ra-
tio of around a quarter of dispos-
able income. Mortgage-debt prob-
lems in the West have recently
added to Chinese reluctance to
take on debt.

Any real boost in consumption
would only come after China im-
proves its fledgling social benefit
net, said Ivan Chung, a vice presi-
dent and senior analyst with
Moody’s Asia Pacific Ltd. Amid
nagging fears that old age or a de-
bilitating illness will lead to finan-
cial ruin, many Chinese prefer to
hold on to savings.

“Chinese consumers aren’t
short of money, but confidence,”
Mr. Chung said.

Bank of Shanghai and state-con-
trolled Bank of China Ltd.’s Shang-

hai branch have taken steps to
launch such services in the city.
Media-relations officials at both
banks declined to comment, say-
ing they are unaware of the details
and the plans have yet to get regu-
latory approval.

An official at another Shanghai-
based bank said her bank, which
has its own credit-card business,
won’t launch a consumer-finance
arm in part because the bank isn’t
convinced that the new unit would
generate profits and attract clients.

Currently, some auto-finance
companies operate in China, but
such loans are expanding much
slower compared with the pace of
growth in mortgage lending.

GMAC-SAIC Automotive Fi-
nance Co. will continue to focus its
business on the auto-financing
market, said Zhang Xiaojun, dep-
uty general manager of the auto-fi-
nance venture of General Motors
Corp. in China, indicating the ven-
ture isn’t planning to expand into
consumer finance.

Consumer-finance companies
would face various restrictions.

According to the draft rules,
the companies won’t be able to

take deposits.
To raise funds, they can borrow

money from banks or issue bonds,
but that means it will be hard for
them to offer competitive lending
rates.

Also, administrative costs will
be higher than for a regular bank.

The companies must have at
least five years’ expertise in con-
sumer lending, and their capital-
adequacy ratio must be no less
than 10%, according to the rules.

One area where consumer-fi-
nance loans may find takers is
where such loans are seen as in-
vestments in the next generation.

“Education may be the only
area that will benefit,” Mr. Chung
said. He said as a form of invest-
ment bringing returns, education
loans may appeal to “certain lower-

income people.”
Still, a student doubted that he

and his peers would take advan-
tage of such loans.

The student, who declined to
be named, said that he plans to pur-
sue a master’s degree at the Uni-
versity of San Francisco after he
graduates from the Beijing-based
University of International Busi-
ness and Economics and that he
will rely on his parents to pay. The
same goes for most of his class-
mates who plan to study abroad.

“It’s hard to imagine having to
borrow as much as US$15,000 to
US$20,000 a year from banks for
our tuition—remember, it’s not in
renminbi. But we will work at least
in the second semester to earn our
living expenses,” he said.
 —Victoria Ruan

By Elisabeth Behrmann

CANBERRA, Australia—The
chief executive of Rio Tinto Ltd.’s
iron-ore group said Tuesday that
the miner will consider changes to
the terms of its US$19.5 billion alli-
ance with Aluminum Corp. of
China, or Chinalco, after its chair-
man completes a current round of

shareholder meet-
ings.

“Once we have
heard sharehold-
ers’ views, we will

determine action,” said Sam Walsh,
the Rio Tinto executive, on the side-
lines of a conference in Canberra.

Mr. Walsh’s comments are the
clearest sign yet that Rio Tinto rec-
ognizes the deal may have to be re-
worked to win shareholder and gov-
ernment approval.

The Chinalco transaction is de-
signed to help Rio Tinto ease its
US$38.7 billion debt burden, but op-
ponents of the deal say it has been
overtaken by Rio’s rising share price
and thawing debt markets and that
the miner now has more attractive
options to pay down debt.

While Mr. Walsh said the com-
pany is “proceeding for now” with
the deal in its existing form, he ac-
knowledged that market conditions
have changed since terms of the
deal were struck.

“Yes, the economic situation is
improving,” he said. “And we need
to [meet with shareholders] first be-
fore any revision of the deal.”

Rio Tinto Chairman Jan du
Plessis has completed shareholder
soundings in the U.K. and is in Austra-
lia this week to meet with sharehold-
ers and government representatives.
He has said he won’t put forth a deal
that he thinks will be voted down.

With market conditions improv-
ing, some analysts and investors say
Rio Tinto should look at alternatives
to raise funds. Options include a
multibillion-dollar rights issue, as-
set sales or a tie-up with BHP Billi-
ton Ltd.

Asked if Rio Tinto was open to a
joint venture with BHP for its iron-
ore operation in Western Australia’s
Pilbara region, Mr. Walsh said the
company board’s would be obli-
gated to consider such possibilities.

“If anyone makes a proposal, it’s
the board’s duty to consider it. So if
such a situation [with BHP] arose,
we would consider it,” Mr. Walsh
said.
 —Alex Wilson in Melbourne

contributed to this article.
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