
UNDER SIEGE: Rescuers take cover from gunmen while trying to free a policeman fom the rubble of a police building in Lahore. Interior Ministry
chief Rehman Malik said the strike appeared to be a reprisal to the military’s attempts to drive the Taliban from the Swat Valley. Page 12.
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German regulator ignored
Probe of Hypo rescue suggests government didn’t heed watchdog’s warnings

Slow and steady

Prudent Chile thrives amid
global economic downturn
News in Depth, pages 16-17
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CAC 40 3294.86 +0.76

Euro $1.3916 -0.50
Nymex crude $63.45 +1.60

Militants kill about 30 people in Pakistan attack

By Marcus Walker

And Alistair MacDonald

BERLIN—German Chan-
cellor Angela Merkel hosted
politicians and auto execu-
tives at a summit late Wednes-
day with the aim of reaching
an agreement to place Gen-
eral Motors Corp.’s European
car brands Opel and Vauxhall
under a trust and provide
them with state-backed fi-
nancing until a new owner
can be found.

The meeting at the chancel-
lery wasn’t expected to settle
who that new owner will be,
German politicians said be-
fore the talks began. The lead-
ing contenders to buy Opel
and Vauxhall are Canadian
auto-parts supplier Magna In-
ternational Inc. and Italian

car maker Fiat SpA, according
to German officials.

German Foreign Minister
Frank-Walter Steinmeier said
Germany aimed to provide in-
terim financing to the GM
units. The bridge loans of
about Œ1.5 billion, or roughly
$2 billion, mainly would
come from state-owned bank
KfW Bankengruppe and re-
gional lenders controlled by
German states that are home
to Opel factories.

Meanwhile, GM moved to
pool its Opel and Vauxhall op-
erations under its German-
based Adam Opel GmbH busi-
ness, a step aimed at allowing
the sale of the European units
to proceed even if GM files for
bankruptcy protection.

Germany said it has re-
Please turn to page 31

The end of Brown
Britain’s government,
not the constitution,
needs changing. Page 15

BP PLC asked one of its Rus-
sian billionaire partners to
take over as acting chief of
their TNK-BP Ltd. joint ven-
ture, a move observers said
highlights the British giant’s
fading influence at the Rus-
sian unit after a bitter share-
holder conflict last year.

Publicly, BP and its Rus-
sian partners played down
the significance of the move
and denied any tension at the
50-50 venture. They say that
Mikhail Fridman, now chair-
man of TNK-BP, will add the ti-
tle of acting CEO only
through the end of the year
while a permanent replace-
ment is found.

In a statement Wednesday,
BP CEO Tony Hayward said he
welcomed the new arrange-
ment. But people close to the
situation said it marked an-
other big concession by BP.
During the conflict last year,
BP criticized the management
roles of some of the Russian
shareholders as bad for corpo-
rate governance.

“They’ve turned over the
keys to the castle to the attack-
ing horde,” a person close to
TNK-BP said.

Analysts agreed. “BP have
gone from a situation where
they had de facto operating
control of TNK-BP and their
man was CEO to a situation

Please turn to page 31

Fridman
wins
TNK-BP
top job

Corporate News: Shell’s incoming CEO shakes up oil major’s structure
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By David Crawford

And Marcus Walker

BERLIN—Germany’s finan-
cial regulator warned of seri-
ous problems at Hypo Real Es-
tate Holding AG six months
before the bank was rescued
in a massive bail-out, but the
regulator lacked powers to
act and the government ig-
nored its warnings, accord-
ing to documents viewed by
The Wall Street Journal.

The documents, brought to

light in preparation for parlia-
mentary committee hearings
Thursday to examine the gov-
ernment’s handling of the bail-
out of Hypo and are likely to
prove politically charged,
ahead of national elections in
September.

For months, Germany has
lectured the U.S. and others
on the need for stricter regula-
tion of financial markets, hold-
ing itself up as a model. The
German parliament probe
into the Œ102 billion ($142.6

billion) rescue of Munich-
based Hypo, however, sug-
gests Germany struggled as
much as the U.S. or Britain to
control the risks the country’s
banks were taking.

Hypo’s funding problems
and huge losses on complex se-
curities make it the worst of
Germany’s problem banks, but
one of many. German banks
could face total losses in the
current financial crisis of Œ200
billion to Œ300 billion, accord-
ing to several estimates, of

which only around Œ100 billion
has been written down so far.

Spokesmen for Hypo and
the Bundesbank, Germany’s
central bank, declined to com-
ment.

Overall, banks in Western
Europe could lose about $1.4
trillion in this crisis, more than
expectedlossesin the U.S.bank-
ing system, according to the In-
ternational Monetary Fund.

“There is every indication
that in Germany, there have

Please turn to page 31

Merkel tries to steer

GM units into trust

By Gregory L. White in
Moscow and Guy Chazan
in London
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Citigroup is in the early stages
of negotiating with the SEC
over an investigation into
whether it misled investors by
not properly disclosing the
amount of troubled mortgage
assets it held in 2007. Page 3

n GM’s bondholders rejected
a debt-swap offer, pushing
the auto maker to within
days of a possible bank-
ruptcy filing. Pages 3, 32

n The euro-zone economy
continued to contract in May
but at a slower pace, in an-
other sign the region’s reces-
sion may be easing. Page 2

n German consumer prices
fell 0.1% in May from a year
earlier. Euro-zone inflation
data are due Friday. Page 3

n European shares gained
for a third day as banks and
retailers rose. U.S. stocks slid
as Treasury yields rose and
investors retreated. Page 20

n Pyongyang abandoned the
1953 armistice ending the
Korean War, escalating glo-
bal tensions by reiterating
threats to enemies. Page 11

n U.S. officials have put a
limit on the amount of fu-
ture revenue big banks can
use to help fill capital holes
found in stress tests. Page 19

n U.S. banks are lobbying for
permission to buy toxic assets
from their own loan books
with taxpayer aid. Page 19

n The EU proposed a plan
to centralize some oversight
authority in the ECB and EU
central-bank chiefs. Page 2

n Russia’s finance chief said
Moscow is willing to pur-
chase up to $10 billion in
IMF-issued bonds. Page 11

n Saudi Arabia says demand
for crude is rising and urged
OPEC members to hold pro-
duction steady when meet-
ing Thursday. Nymex crude
gained $1 to $63.45. Page 10

n Pfizer sold $10.5 billion in
euro- and sterling-denomin-
ated bonds to help cover its
Wyeth acquisition. Page 21

n ANZ Bank sold $1.97 bil-
lion in new shares to fund a
bid for businesses that RBS
is selling in Asia. Page 7

n Polo Ralph Lauren’s earn-
ings declined 57% in its fis-
cal fourth quarter on restruc-
turing charges. Page 4

n A Russian capsule blasted
off with three astronauts who
will join the international space
station’s permanent crew.
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Growth is moving west in
China as the export-oriented
eastern belt stumbles. How
should investors play the
shift?

Per-capita GDP in China’s
central and western regions
is still 50% to 60% of the east-
ern provinces. But, partly
due to $586 billion in new
stimulus spending, momen-
tum is with the west. The

central and western regions
have so far taken 62% of the
spending, according to No-
mura. This is showing up in
faster fixed-asset-investment
growth in these areas than
the east, and seems to be un-
derpinning higher consump-
tion.

Companies with a strong
presence in the west include
building-materials company

Sinoma International Engi-
neering, with 60% of capac-
ity in that area, and Dong-
feng Motor Group, with 50%
of its distribution capacity
there.

Even companies that
don’t do much business out-
side eastern China could ben-
efit. Ping An Insurance
(Group) is far behind China
Life Insurance in central and

western China, but market
penetration is so low that
there is potential for growth.

One caveat: Moving into
China’s poorer areas may
shrink profit margins as
companies are forced to cut
prices. But for firms starved
of growth in the east, the
opportunity to expand will
be welcome.
 —Andrew Peaple

In the Shakespeare play,
when King Lear’s outra-
geous demands are re-
jected, he growls: “Nothing
can come of nothing.” It is
a quotation General Mo-
tors’ unsecured bondhold-
ers should keep in mind.

They were offered a deal
to sacrifice $24.5 billion of
debt in return for a 10% eq-
uity stake in a new GM.
Any assessment of that
stake’s value requires the
proverbial piece of string
and a tape measure. The
paucity of details about an
agreement with the United
Auto Workers ahead of
Tuesday night’s deadline
didn’t help.

In crude terms, assume

GM can make earnings be-
fore interest, taxes, depreci-
ation and amortization of
$10 billion in 2013. A multi-
ple of five times equates to
an enterprise value of $50
billion.

Subtract the hoped-for
$12 billion postbankruptcy
net debt figure, leaving a
notional market capitaliza-
tion of $38 billion. In the-
ory, bondholders eventually
would recover 24 cents on
the dollar.

Compared with the 33
cents foisted on Chrysler
LLC’s secured lenders, this
sounds almost palatable. It
also sounds very unrealis-
tic, with little clarity on
capital structure and GM

facing a smaller, more com-
petitive U.S. auto market.

Little wonder the UAW

has “conceded” to take less
common equity and more
debt and preferred stock in-
stead. These are structur-
ally senior and, worth $9
billion, add up to 45 cents
on the dollar of the union’s
health-care trust claims.

For the bondholders to
equal that would have re-
quired GM making Ebitda
above $21 billion. That
would be unrealistic
enough, without having
Washington and employee
trustees as the biggest
shareholders. Even if bank-
ruptcy appears a dead end,
it is unsurprising bondhold-
ers are leery of accepting
such terms.
 —Liam Denning

China’s growth geography beckons companies west

Shell finally gets serious

Arsenal’s Kolo Toure, left, and Manchester United’s Nemanja Vidic last month.
Financial problems aren’t likely to lower the Premier League’s level of play.

Recession kicks English Premier League
Free-spending ways
of football squads
could be reined in

Royal Dutch Shell is get-
ting serious—at last.

Incoming Chief Execu-
tive Peter Voser has un-
veiled a shake-up of the oil
giant’s organization and
management, including the
merger of three divisions.
Neither British nor Dutch,
and having primarily a fi-
nancial background, Mr.
Voser marks a break with
Shell’s past. In addressing
the job at hand, namely
squeezing efficiency from
the oil major’s world-class
asset base, he will need to
be bold.

Shell’s problem is that it
needs an oil price of about
$65 a barrel to cover capi-
tal spending and its divi-
dend, according to Nomura
estimates. Shell is invest-
ing faster today than it did
during the recent energy
price boom. It currently
has to borrow to fund its
dividend. Nomura forecasts
Shell’s net debt, including
pension obligations, will
rise to 43% of equity in
2010 from 20% in 2007.

So streamlining opera-
tions makes sense. Folding
Shell’s G&P and oil-sands
operations into the up-
stream business and creat-
ing a dedicated projects-

and-technology division
fits Mr. Voser’s strategy.
This involves integrating
Shell’s unconventional fuel
assets with the refining
and manufacturing plants
required to get them to
market. If successful, it
will help differentiate Shell
from its peers.

Eliminating the duplica-
tion of various back-office
positions, which account
for roughly a fifth of
Shell’s staff, should deliver
huge savings. BP, two years
into a similar streamlining,
reckons it will save about
13% of its selling, distribu-
tion and administrative
costs.

Similar success at Shell
might save it around $2.2
billion. That would boost
earnings, but help cash
flow only at the margin in
the context of this year’s
expected $42 billion of cap-
ital spending and divi-
dends.

Mr. Voser must pray oil
prices don’t collapse, as
turning around a super-
tanker like Shell will take
time.

At least now, however,
Shell appears to have a
firm hand at the tiller.
 —Matthew Curtin

Putting a price on nothing

By Aaron O. Patrick

And Dana Cimilluca

England’s Premier League has
emerged over the past two decades
as one of the world’s most promi-
nent and opulently rich sports associ-
ations. But as its season concludes,
the means it used to get there—a
muscular brand of sports capitalism
with very few financial controls—is
starting to look like a vulnerability.

The league is home to England’s
top 20 professional football clubs, a
roster that includes icons such as Liv-
erpool, Arsenal and three-time cham-
pions Manchester United—which lost
2-0toSpain’sFCBarcelonainWednes-
day night’s Champions League final.

As the Premier League vaulted to
prominence with a frothy mix of TV
money, rising ticket prices and a de-
voted—andincreasinglyinternational—
fan base, it became a status symbol for
billionaires across the world. They
paid huge sums to acquire teams and
waged a salary arms race for top play-
ers. Corporate sponsors lined up to
splash their brands on teams or, in the
caseofbankinggiantBarclaysPLC,the
wholeleague.Itsteamsgenerateanes-
timated£1.5billion($2.4billion)ayear
in broadcast fees, tickets, sponsor-
ships and merchandising.

Today, thanks to Britain’s deep re-
cession, the league must spend its
off-season grappling with falling
ticket prices, ailing corporate spon-
sors and financially distressed own-
ers. Premier League clubs are almost

entirely unregulated: There is no sal-
ary cap, players are freely traded
and league administrators have no
control over who buys and sells
clubs. Given such wide latitude,
some owners racked up big debts
during the credit boom, both on buy-
ing the clubs themselves and recruit-
ing expensive, on-field talent. Ana-
lysts fear the owners who spent big
will now be whipsawed by the down-
turn and forced to make deep cuts.

Some fans are angry that their
team’s owners piled so much debt on
the clubs. Liverpool, for example,
was bought by Americans Tom Hicks
and George Gillett in a leveraged deal
in 2007. “It was all loans, loans, loans,
promises, promises, promises,” says
Mike Nicks, the head of a Liverpool
supporters group in Caldicot, Wales.

StefanSzymanski, asportsecono-
mistat London’s CityUniversity,esti-
mates total revenue generated by the
league’s 20 clubs is likely to fall next
season by 5% to 10%, the first de-
crease since the league was estab-
lished in 1992. At the same time, a
handful of clubs are looking for new
ownership as a result of the financial
crisis.ThePremierLeague doesn’tre-
lease collective revenue figures. A
spokesman referred questions about
team finances to individual clubs.

The Premier League can count on
a lucrative stream of TV revenue. In
February, the U.K. TV broadcast
rights for 2010 to 2013 were sold for
£1.78 billion to British Sky Broad-
casting Group PLC, which is par-
tially owned by News Corp., pub-
lisher of The Wall Street Journal,
and Setanta Sports Holdings Ltd.
The league could squeeze more out
of international rights holders in a
coming round of deals.

It isn’t clear that the economy

will affect the quality of play. Other
football leagues are hurting finan-
cially, too, and aren’t likely to be able
to poach top talent. And while their
total wages will likely decline, Prof.
Szymanski says English clubs could
save money by having smaller
squads. Nonetheless, several major

sponsors pulled out midseason.
Ticketrevenuecould also fallnext

seasonfor the first time. All but three
Premier League clubs say they plan
tofreezeorcutthe costofannual tick-
ets for the 2009-2010 season, a sign
of concern many cash-strapped fans
won’t sign up for another year.

Since the league began, ticket
prices have risen on average 10% to
15% a year as clubs tested how much
consumers were prepared to pay, ac-
cording to Prof. Szymanski. “If the
football clubs can’t cut back their
costs, they will be in trouble,” he says.

If there is one thing the Premier
League rarely does, it is rein in
player salaries and transfer fees—
the price that clubs pay each other
for allowing their players to sign
elsewhere. On average, British clubs
spend a little more than 60% of their
revenue on their on-field talent, ac-
cording to accounting firm Deloitte,
up from 44% in 1992, and worth
about £1 billion last season.

Other factors could help chase
away top players. Britain’s top per-
sonal tax bracket is about to increase
to 50% from 40%, which could make
it harder for teams to retain top tal-
ent. The pound isn’t far from a
record low against the euro.

Because clubs get most of their
revenue from TV rights, which are ne-
gotiated years in advance, and sea-
son tickets, which sell before the sea-
son, it is taking a while for the eco-
nomic downturn to bite.

Falling revenues next season
would put more pressure on already
stretched owners. Liverpool, bought
by Messrs. Hicks and Gillett, has a big
debt maturing this summer. The debt
is likely to be rolled over, according to
a person familiar with the matter.

Not everyone agrees with the
bleak revenue forecast for the league
for next season.

“Because domestic and interna-
tional TV revenue is locked in for
three years and sponsors sign multi-
year contracts, clubs like Liverpool
will see increases in revenue even
though ticket prices will remain
flat,” Mr. Hicks said in an interview.
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Total SA ........................ 4
Transocean ..................... 7
Tyco International ......... 7
UBS .............................. 20
United Technologies ..... 8
Vornado Realty Trust .21
Weatherford

International .............. 7
Wells Fargo & Co. ....... 19
Wesfarmers ................. 25
William Morrison

Supermarkets ........... 20
Woolworths ................ 25
Wyeth .......................... 21
Zale .............................. 20

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

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

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.

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

By Matthew Dalton

BRUSSELS—Regulators pro-
posed a new oversight role for the
European Central Bank and the cen-
tral-bank governors of the
European Union’s 27 mem-
ber states in a move to en-
sure the stability of the re-
gion’s financial system.

The proposal on Wednes-
day from the European Com-
mission, the EU’s executive
arm, largely follows recom-
mendations made in Febru-
ary by a panel led by
Jacques de Larosière, the
former head of the Bank of
France. The panel issued the
recommendations on over-
hauling EU financial regulations in
the aftermath of the global economic
crisis.

Though 16 European nations
share a currency and a central bank,
most aspects of banking regulation
remain the province of national au-
thorities. The regulatory patchwork
leaves big European banks, which in
recent years have increasingly done
business across continental bor-
ders, accountable to many
different national regula-
tors. The new plan calls for
centralizing some over-
sight authority in the ECB.

The commission’s plan
calls for the creation of a
panel, the European Sys-
temic Risk Council, which
would be headed by the presi-
dent of the ECB and would in-
clude governors of the EU’s
27 central banks.The panel
would monitor broad risks in
the region’s financial system and in-
tervene if necessary.

The commission’s proposal
would also strengthen national regu-
lators’ ability to coordinate the regu-
lation of banks, securities firms and
insurance companies across the EU.
The commission aims to have the
rules in place next year.

Critics in the U.K. have com-
plained that the commission’s plan

would grant the ECB, which over-
sees the euro-zone economies,
power over the U.K.’s financial mar-
kets. The U.K. is part of the EU but
doesn’t use the euro currency.

U.K. officials, seeking to
preserve London’s role as
Europe’s leading financial
center, have opposed giv-
ing the European Systemic
Risk Council direct powers
over national supervisors.
They also have criticized
the idea of making the presi-
dent of the ECB the leader
of the risk council, saying
the arrangement threatens
the new panel’s indepen-
dence.

Commission officials
said at a news conference that na-
tional governments would keep
much of the regulatory power they
have over their financial institu-
tions. “This is not a centralization of
power,” said José Manuel Barroso,
the commission’s president. “We
are not taking away national super-
visors’ day-to-day role.”

A U.K. Treasury spokesman
called the commission’s proposals

“a starting point for fur-
ther discussions,” adding:
“Any reforms we make
within the EU need to be
workable, practical and
consistent with the ap-
proach we are taking inter-
nationally” through the
Group of 20 countries.

The proposal will be
voted on by EU national gov-
ernments at the European
Council in June. The com-
mission will then issue legis-

lative proposals in autumn.
European Central Bank board

member Christian Noyer said he sup-
ports the publishing of EU-wide
stress tests for banks and would fa-
vor the ECB’s coordinating the su-
pervision of the Continent’s finan-
cial system.  

—Adam Bradbery
and Gabriele Parussini

contributed to this article.

Panel is proposed to steer
Europe banking stability

Euro zone’s slump eases
Contraction persists
but pace is slowing,
EuroCoin data show

José Manuel
Barroso

Christian Noyer

By Ilona Billington

LONDON—The euro-zone econ-
omy continued to shrink in May,
but the pace of the contraction
eased for the third straight month,
providing more signs the recession
could be easing.

The EuroCoin indicator, devel-
oped by the Centre for Economic
Policy Research and the Italian cen-
tral bank, improved to minus 0.89%
in May from minus 1.09% in April.

According to official statistics,
the euro zone’s gross domestic
product fell by a record 2.5% in the
first quarter from the fourth quar-
ter of 2008, having contracted by
1.6% in the fourth quarter from the
third quarter.

The improvement in the Euro-
Coin, however, is in line with the re-
cent pickup seen in purchasing
managers indexes. The preliminary
May index showed an improve-
ment in both the manufacturing
and service sectors, pushing the
composite index to an eight-month
high of 41.9 this month from 41.1 in
April.

EuroCoin was developed to pro-
vide a real-time estimate of the
euro zone’s GDP growth. It reflects
various statistics covering indus-
trial production, stock markets and
financial data.

Economists said the report
added to positive signs that the eco-
nomic slump in the 16-country euro
zone could be bottoming out.

The Centre for Economic Policy
Research said that although the in-
dex has now improved for three
consecutive months, “prudence
should be taken in drawing too opti-
mistic conclusions from this.”

BNP Paribas economist Ken Wat-
tret said the May EuroCoin reading
was still lower than at any point
during the recession of the early
1990s. “Rebounding stock markets
and survey data gave a boost to the
EuroCoin indicator, while indus-
trial production continued to exert
a negative effect,” he said in a note
to clients.

But economists at Bank of Amer-
ica, citing improving forward-look-
ing sentiment surveys, now say
they believe that the euro-zone
economy could be on the road to re-
covery as early as the third quarter.
“However, getting there may be
still be a rocky ride for markets and
the economy,” said Bank of Ameri-
ca’s Holger Schmieding.

Early signs of recovery are
likely to keep the European Central

Bank from cutting interest rates
soon, with a number of the central
bank’s governing-council members
declaring this week that current
levels are appropriate. But, with
the recession lingering, the central
bank isn’t expected to raise rates
again soon.

On Wednesday, Vítor Constân-
cio, a member of the ECB’s govern-
ing council, said the pace of the
downturn is slowing but the euro-
zone economy will still post a signif-
icant decline in output this year.

“There are some signs the pace
of recession is abating, but, on the
whole, the situation is negative.
Growth this year will still be very
much negative,” Mr. Constâncio
told journalists before speaking to
the Portuguese parliament.

Still, even hard-hit economies
such as Spain are seeing glimmers
of good news. While Spanish retail
sales continued to fall in April as
spiraling unemployment reduced
disposable income, the pace of de-
cline eased as lower inflation and
interest rates provided some sup-
port for consumption.

According to data Wednesday
from Spain’s National Statistics In-
stitute, April retail sales fell by
7.5% from a year earlier in calendar-
adjusted terms, after declining by
8.2% in March and 9.1% in February.

In a note to investors, Ben May
of Capital Economics said he saw
signs of improvement in consump-
tion across Europe, citing the
slower pace of contraction in Span-
ish retail sales, rising consumer
confidence in France and un-
changed consumer confidence in It-
aly.

“The latest figures on the euro-
zone consumer sector suggest that
lower inflation and looser mone-
tary and fiscal policy might be start-
ing to boost consumer sentiment,”
Mr. May said.
 —Jeffrey T. Lewis

contributed to this article.
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Note: Based on quarter-to-quarter change in GDP
Source: Bank of Italy via Centre for Economic 
Policy Research
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of euro-zone economic activity
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Thailand was an exporter of rice
in 2008-2009. A International Inves-
tor article on Monday incorrectly
said the nation was a net importer.
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A banner reading ‘Who saves Opel?’ hung in front of the Opel car factory in
Bochum, Germany, on Wednesday.

ceived four bids for GM’s European
business: from Fiat, Magna, Brus-
sels-based buyout firm RHJ Interna-
tional SA, and Chinese car maker
Beijing Automotive Industry Corp.
Although the decision to sell Opel
and Vauxhall will be made in the
U.S., Germany’s backing is impor-
tant because the bidders are seeking
billions in financing guarantees
from Berlin.

Ms. Merkel’s government contin-
ued to negotiate with the potential
buyers Wednesday, pressing them
to commit more of their own money
and to preserve as many jobs in Ger-
many as possible. Germany has
forced both Fiat and Magna to
sharply reduce their proposed lay-
offs at German Opel plants.

That is raising concern in other
European countries that host GM op-
erations that they could end up with
more than their share of any job
losses. Belgium’s government said
it has written to the European Union
asking it to make sure the Opel auc-
tion spreads the job cuts fairly.

The U.K., where GM has has two
plants manufacturing mainly under
the Vauxhall brand and employs
around 5,500 people, has been
scrambling to make sure Britain
isn’t left with painful cuts. The busi-
ness secretary, Lord Peter Mandel-
son, has held conversations with
GM Chief Executive Frederick
“Fritz” Henderson and talked with
Fiat, Ripplewood and Magna about
their plans, receiving what he called

“a clear commitment” to U.K. opera-
tions from all three bidders.

The U.K. has been critical of
strings-attached government
deals to finance failing companies
that lead to protectionist measures
to save jobs. A spokeswoman for
Britain’s Department of Business
and Regulatory Reform said
Wednesday that Germany has
taken a lead because of the need for
“speed in a complex situation” and
declined to say whether it could
lead to protectionism.

Britain itself is looking at offer-
ing some form of long-term finan-

cial support to Vauxhall but needs
to see the details of any bid before
announcing anything, the spokes-
woman said.

While it spent hundreds of bil-
lions of pounds to bail out failing
banks, the U.K. has put little direct
cash into helping struggling manu-
facturers, which has angered
unions in the country. Earlier this
month the British government of-
fered Malaysian vehicle importer
Weststar around £5 million, or
about $8 million, as a bridge loan to
help buy struggling British van
maker LDV.

Continued from first page

OZ Minerals stands by plan
to sell assets to Minmetals

where a member of the team that
was openly feuding with them has
taken over,” said Alex Turkeltaub,
chairman of Frontier Strategy
Group, an advisory firm focused on
emerging markets like Russia. “BP
will have cash flow but no control.”

A BP spokesman denied the
change represented a shift in the bal-
ance of power inside TNK-BP. “This
is very much a temporary arrange-
ment,” he said, adding that relations
between the shareholders had been
“very good” in recent months.

Both sides had hoped to have
found a permanent CEO by now. Ap-
pointing an independent chief for
the company was a key part of the

settlement deal last fall that brought
an end to the conflict between BP
and its Russian partners.

Mr. Fridman played a
central role in the share-
holder battle at TNK-BP,
which ended with BP being
forced to cede much of its
control over a company
that accounts for a quarter
of its global production.
The conflict triggered the
departure of much of BP’s
expatriate staff and the ven-
ture’s previous CEO, Rob-
ert Dudley, a BP veteran
who fled Russia last summer after a
campaign of regulatory and adminis-
trative pressure.

BP blamed the Russian partners
for the attacks but failed to win

much support from the
Kremlin, which has been
steadily reducing the role
of foreign investors in the
strategic energy sector.
The Russian shareholders
denied they were behind
the pressure campaign.

Led by Mr. Fridman of
the Alfa Group, the Russian
shareholders also include
Renova’s Viktor Veksel-
berg and Len Blavatnik of
Access Industries. Alfa,

one of Russia’s most powerful busi-
ness groups, has often sparred with
its foreign partners.

Continued from first page

Fridman is named acting CEO of TNK-BP

Hypo rescue probe suggests Germany ignored regulator

Merkel aims to get GM units into trust
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been supervisory failures on a mas-
sive scale,” said Nicolas Veron, a re-
search fellow at Brussels think tank
Bruegel.

How sick remains hard to gauge.
Finance Minister Peer Steinbrück,
who has repeatedly said the “center
of gravity” of the global financial cri-
sis lies in the U.S., earlier this month
rejected publishing stress tests on
German banks. Doing so could under-
mine confidence in the banking sys-
tem, he said.

A Finance Ministry spokesman
said Wednesday that top officials in-
cluding Mr. Steinbrück were aware of
problems in capital and banking mar-
ketsin2008,buthadnospecificindica-
tions that Hypo was in difficulty. The
failure of Lehman Brothers Holdings
Inc. in the U.S. last September was the
eventthatpushedHypotowardsinsol-
vency, the spokesman said.

Documents produced by the Ger-
man parliament investigation show

that months before Lehman’s col-
lapse, on March 20 of 2008, finan-
cial-markets regulator Bafin passed
on to the German finance ministry a
report it had requested from the
Bundesbank on Hypo’s funding.

The report—which followed a
special audit by Bundesbank offi-
cials of Hypo’s subsidiary Depfa
Bank PLC, based in Dublin—raised
the alarm about Depfa’s massive
short-term borrowing needs as well
as its risk management. Hypo’s com-
pliance with key banking regula-
tions on managing liquidity and
other market risks “must be seen as
non-existent,” the report said.

Bafin says it was unable to act, ac-
cording to documents reviewed by
the Journal. Like 43 other German
banking groups, Hypo’s parent is a
holding company, and German law
doesn’t give Bafin the right to regu-
late holding companies. At a July 31
meeting of senior Hypo, Bafin and
Bundesbank officials, Bafin asked se-

nior Hypo officials to write to the fi-
nance ministry, requesting that Bafin
should be able to regulate it, accord-
ing to the regulator’s minutes of the
meeting reviewed by the Journal. Ba-
fin, Hypo and the Bundesbank de-
clined to comment.

Last November, the Finance Min-
istry told parliament in a letter that
the senior Finance Ministry official
to whom the March report on Hypo
was addressed (unnamed in the re-
port) never saw it, because he was
on vacation. When he returned to
work, the report had been filed
away, the letter said. The Finance
Ministry declined to comment.

In September, Hypo needed a mas-
sive government bailout because its
Depfa unit couldn’t borrow enough
funds to meet its obligations. The Ger-
man Finance Ministrylater told parlia-
ment the bank had been “able to find
short-term financing without diffi-
culty” in the months before the col-
lapse of Lehman’s. This was contra-

dicted by the March report, which
said that in many cases it was difficult
to get the funding.

Mr. Steinbrück also said at that
time that German regulators had
had no way of telling what was going
on at Hypo’s Irish unit—apparently
unaware that regulators had been to
Dublin to audit the unit and had sent
their findings to his ministry.

A Finance Ministry spokesman
said Mr. Steinbrück wasn’t aware of
the audit until later. The spokesman
added that the finance ministry over-
seeshundredsoffinancialinstitutions
and must rely on its supporting agen-
cies to handle the details of oversight.

The Bundesbank’s final report on
Hypo was completed in June. It de-
tailed 49 deficits in risk management
and other important areas at the
bank, but according to a finance minis-
try review of the document, the minis-
try received it only in October, accord-
ing to Finance Ministry documents.

Hypo bought Depfa for Œ5.7 billion
in October 2007. Depfa’s business
model involved borrowing short-
term funds to invest in complex as-
sets such as U.S. mortgage-based se-
curities. Bafin head Jochen Sanio in
March told Germany’s parliament
that he had been skeptical about the
Depfa acquisition, but lacked the
power to stop or supervise the pur-
chase because Hypo was buying a for-
eign subsidiary. Mr. Sanio, though a
spokeswoman, declined to comment.

In January 2008, three months
after Hypo acquired Depfa, impair-
ments on collateralized debt obliga-
tions at Depfa led to a Œ390 million
charge and a profit warning by
Hypo. In April, a month after the fi-
nance ministry had received the pre-
liminary audit report with its damn-
ing verdict on Hypo’s risk manage-
ment, a group of investors led by
U.S. financier J.C. Flowers an-
nounced their intention of buying a
24.9% stake in Hypo, which they fol-
lowed through on.

Those investors now stand to

lose most of their investment, as the
government plans to fully national-
ize Hypo as a fraction of its former
value. A spokesman for Mr. Flowers
declined to comment.

With national elections due in
September, the government has
been reluctant to force banks to ad-
mit the full extent of their losses,
since that would require massive
and unpopular injections of tax-
payer money, analysts say.

Instead, Germany is working on a
plan to allow banks to shift losses off
their balance sheets and into special-
purpose vehicles, where the losses
could be paid for piecemeal over the
next 20 years. Critics say that is an
accounting trick that will leave
banks with uncertain future bur-
dens, making them reluctant to lend
to German businesses and house-
holds.

When Günter Verheugen, Germa-
ny’s senior official at the European
Commission in Brussels said this
month that “Germany was the world
champion at risky banking business,”
a German finance ministry spokes-
man accused him of “surprising igno-
rance of the facts.”

Continued from first page

Mikhail Fridman

Bailout road
Germany pledged Œ100 billion 
to rescue Hypo Real Estate, 
finding that

Sources: Hypo Real Estate; 
German government

Hypo lacked an ability to:

n Assess market price risks

n Assess liquidity risks

n Recognize risks

German regulators couldn't 
oversee:

n The parent holding company 

n Hypo's Irish unit, where the 
major problems lay

By Elisabeth Behrmann

CANBERRA, Australia—OZ Min-
erals Ltd.’s chief executive said the
company has received alternative
proposals to a 1.2 billion Australian
dollar (US$943.9 million) bid by
China Minmetals Nonferrous Met-
als Co., but said the offer by the com-
modity trader remains superior.

“We’ve had various proposals
come forward, but unlike the Min-
metals deal, they don’t provide a to-
tal solution for our financial posi-
tion,” Andrew Michelmore said on
the sidelines of the Minerals Week
conference in Canberra. “The Min-
metals bid is in the best interests
of our shareholders. If we do re-
ceive a superior bid, it’s the
board’s duty to consider it, but we
haven’t received one.”

OZ shares rose 6.7% to 88 Austra-
lian cents Wednesday in Sydney.

Shareholders are due to vote on
the deal June 11.

Minmetals is set to acquire most
of OZ’s mining assets, apart from its
Prominent Hill mine in South Austra-
lia state. The Australian govern-
ment blocked an initial bid in March
that included Prominent Hill be-
cause the mine is in a military zone.

OZ plans to use the funds to pay
down some of the A$1.1 billion in

debt due for refinancing June 30
and says it will still have a cash bal-
ance of about A$600 million once
the transaction is completed.

If the transaction goes ahead,
Mr. Michelmore will become CEO of
Minmetals’ Australian operations.

“Minmetals looks to grow the
business organically. We will also
look at other ways to grow the busi-
ness, but they have to add value. For
now, what we’re focused on is to get
the deal done,” he said.

Mr. Michelmore denied that BHP
Billiton Ltd., long rumored as a po-
tential buyer for the Prominent Hill
mine, has visited the operation.
“Our data room has been closed
since the Minmetals bid was an-
nounced,” he said.

Asked what kind of a recovery
for commodities demand he ex-
pected, Mr. Michelmore said much
of the current rally in base metals,
particularly copper, was down to re-
stocking among key consumers
such as China.

“There are positive signs that de-
mand is picking up, such as im-
proved car sales that indicate the
economy in China and elsewhere is
picking up. But we are cautious
about the demand recovery and
when the restocking cycle is going
to end. Demand is picking up but
slowly,” he said.
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Surviving on government loans as it burns through billions a month, GM has
until Monday to restructure itself as a viable company.

Citigroup, SEC in settlement talks
Focus is how bank
disclosed amount
of troubled assets

German consumer prices dropped 0.1% in May

By Sharon Terlep

General Motors Corp. bondhold-
ers soundly rejected a debt-swap of-
fer critical to the auto maker’s sur-
vival, pushing the company closer
to a bankruptcy filing that could
come in the next few days.

GM’s board of directors will
meet later this week to decide the
ailing company’s next move after
bondholders dashed its best hope
of pulling off an out-of-court re-
structuring, the company said
Wednesday.

A GM spokeswoman said she is
unaware of any plans to extend or
revise the offer in an effort to win
over more bondholders, as some
had anticipated after GM cut a deal
that gave its main union a far
smaller stake in the company than
initially proposed.

That smaller stake, along with a
larger, controlling stake being
given the U.S. government, could
have left room to offer more equity
to bondholders.

GM had offered to give bond-
holders 10% of the company in ex-
change for forgiving at least $24 bil-
lion of GM’s $27 billion in unse-
cured debt. But the deal required
the agreement of bondholders rep-
resenting at least 90% of the debt, a
threshold dictated by the U.S. Trea-
sury.

The deal was a key element of
GM’s recovery plan along with deep
concessions from the United Auto
Workers union and a plan to shut-
ter thousands of car dealers.

Without a bondholder agree-
ment, GM will now likely turn to
bankruptcy court. Chief Executive
Frederick “Fritz” Henderson had
said GM was almost certainly
headed for Chapter 11 if the ex-
change failed.

Surviving on government loans
as it burns through billions a

month, GM was given until Monday
by the Obama administration to re-
structure itself as a viable company
or follow rival Chrysler LLC into
bankruptcy court.

GM and Treasury officials, en-
couraged by Chrysler’s progress in
court over the past few weeks, be-
lieve that GM could emerge from
bankruptcy in as little as 30 days.

But the drive for an expedited
bankruptcy could be challenged by
GM’s investors and dealers. GM’s of-
fer of a 10% stake in the restruc-
tured company would have left
bondholders with cents on the dol-
lar of what they are owed.

GM won’t repurchase any of the
notes it sought and will instead de-
cide an alternative route, the com-
pany said in a statement.

Many bondholders, including in-
dividuals and institutions, called
the offer unfair relative to what the
company was offering other stake-
holders, including the union and
the U.S. government. A group call-
ing themselves the Main Street

Bondholders lobbied on Capitol
Hill, saying the plan would wipe out
the savings of tens of thousands of
individuals.

Some thought a labor deal GM
struck last week with the UAW was
a signal the company may sweeten
its offer to bondholders because it

gave the union less equity than ini-
tially proposed—17.5% of a reorga-
nized GM rather than the 39% origi-
nally envisioned—in exchange for
retiree health care concessions.
The deal could leave the U.S. own-
ing as much as 70% of GM.

GM’s Mr. Henderson acknowl-
edged at the outset of the bond ex-
change offer that it would be a long
shot, but said the company was pro-
hibited by the Treasury from offer-
ing these investors a larger GM
stake.

The government’s plan also
calls for paying off in full GM’s se-
cured lenders, including banks Citi-
group Inc. and J.P. Morgan Chase &
Co., which are owed about $6 bil-
lion. That would remove one poten-
tial obstacle to a speedy bank-
ruptcy reorganization.

Meantime, about 60,000 UAW-
represented GM workers are voting
on the new labor pact, with results
expected Thursday. The union also
agreed to more job buyouts and a
ban on strikes until 2015.

GM bondholders reject last-ditch offer to swap debt
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Citigroup is being investigated in the
U.S. over whether it misled investors.
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By Susan Pulliam

And Randall Smith

Citigroup Inc. is in the early
stages of negotiating with the U.S.
Securities and Exchange Commis-
sion to settle an investigation into
whether it misled investors by not
properly disclosing the amount of
troubled mortgage assets it held as
the market began to implode in
2007, people familiar with the mat-
ter say.

The talks signal that the SEC
could be moving toward resolving a
number of civil probes that began in
late 2007, when mortgage-related
losses began mounting on the books
of banks and Wall Street firms. A
Citigroup spokesman said the firm’s
policy is not to comment on such reg-
ulatory issues.

The development comes as Wall
Street firms attempt to recover
from a credit-market meltdown that
triggered hundreds of billions of dol-
lars in losses that led to the demise
of firms including Bear Stearns Cos.
and Lehman Brothers Holdings Inc.

At the heart of the crisis have
been questions about the value of as-
sets on the books of financial firms,

as investors increasingly became dis-
trustful of firms’ own estimates and
regulators began examining mea-
surement methods and disclosures.

Among issues being debated in-
side the SEC is whether, as a recipi-
ent of government-rescue funds, Citi-
group should pay a large penalty in
the case. There is concern at the SEC
about the notion of financial firms in
effect using taxpayer money to pay
penalties, people close to the situa-
tion say. Citigroup received $45 bil-
lion from the government’s Trou-
bled Asset Relief Program and plans
to raise an additional $5.5 billion in
capital from private investors.

“The question is: Is the money be-
ing round-tripped, going from one
part of the government to another
part?” said Oliver Ireland, a partner
in the financial-services practice at
the law firm Morrison & Foerster
LLP. If the government is “trying to
shore up the capital of an institution
so it can function in the marketplace,
you’ve got to take that into consider-
ation” in determining the size of any
fine or penalty, Mr. Ireland said.

The debate comes as the SEC has
drawn withering criticism from law-
makers for failing to detect the Ber-
nard Madoff Ponzi scheme and for
missing signs of the financial crisis
before it hit. Two SEC enforcement
lawyers have come under scrutiny
by the agency’s internal inspector
general for stock-trading activities,
in a matter that has been referred to

the Justice Department.
The SEC also is considering

bringing cases against individuals
related to disclosure of mortgage as-
sets, including top executives, peo-
ple close to the situation say.

The Citigroup settlement discus-
sions stem from an investigation
that the SEC began in 2007 follow-
ing Citigroup’s third-quarter earn-
ings. On Oct. 1, 2007, Citigroup un-
veiled a preliminary projection, two
weeks before the formal report of its
earnings, forecasting a 60% decline,
based partly on a $1.3 billion loss on
the value of assets tied to
“subprime,” or low-end, mortgages
and leveraged loans.

On Oct. 15, 2007, after a down-
grade of mortgage-backed securi-
ties by Moody’s Investors Service,
Citigroup said third-quarter profit
fell 57%—with higher losses of $1.83
billion on the same category of mort-
gage assets and leveraged loans.

After another mortgage-asset
downgrade on Oct. 17, 2007, by Stan-
dard & Poor’s Corp., and more mort-
gage-market declines, Citigroup
said on Nov. 4 that it faced new
fourth-quarter losses of $8 billion to
$11 billion on its subprime-mort-
gage exposure.

Citigroup also disclosed for the
first time that it held U.S. subprime-
mortgage assets totaling $55 billion—
including $43 billion that hadn’t
been highlighted Oct. 15.

The larger-than-expected losses

for the 2007 fourth quarter stunned
Citigroup executives, directors and
shareholders, and prompted Chief
Executive Charles Prince to resign
the same day. People close to Citi-
group have attributed the higher
loss level to market movements that
accelerated in later October.

Citigroup reported about $50 bil-
lion in losses over the next five quar-
ters, mostly stemming from mort-
gage-related assets.

The SEC opened similar inquir-
ies into valuation and disclosure is-
sues at Merrill Lynch & Co. and Leh-
man, among others. Merrill has
been acquired by Bank of America
Corp. and Lehman filed for bank-
ruptcy in September 2008.

It isn’t clear what civil charges, if
any, the SEC would bring against
Citigroup or other financial firms,
or whether the agency will seek to
reach settlements with multiple
firms simultaneously. Complicating
the issue is that different SEC teams
in different offices are handling
probes of different firms. SEC law-
yers in Washington are examining
Citigroup, for instance, while SEC
lawyers in New York are investigat-
ing activities at Merrill.

The SEC’s procedure varies for
determining the size of penalties. In
general, the agency examines the se-
verity of an alleged violation,
whether top management was in-
volved and how widespread any in-
fractions were. It also considers

what percentage of revenue or earn-
ings a penalty would represent.

The SEC also looks at penalties
paid in comparable cases. One poten-
tial comparison would be the 2003
regulatory settlement with 10 Wall
Street firms and banks that ended in-
vestigations into conflicts of inter-
est among research analysts and al-
legedly improper trading of initial
public offerings of stock, or IPOs.
That settlement resulted in pay-
ments of $1.4 billion, ranging from
$33 million to $400 million for each
financial firm.
 —David Enrich

contributed to this article.

By Roman Kessler

And Joellen Perry

FRANKFURT—Germany became
the latest euro-zone country to post
an annual decline in its inflation
rate Wednesday, foreshadowing an
expected record low for the euro-
zone measure later this week.

German consumer prices fell
0.1% in May from the year before, ac-
cording to a preliminary govern-
ment estimate. In April, the annual
inflation rate rose by 0.8%. The fall
in the measure, which is used to com-
pare price trends across the 27-na-
tion European Union, was sharper

than many economists expected.
The annual price drop in Ger-

many, Europe’s largest economy, fol-
lows negative inflation showings in
euro-zone economies including
Spain and Ireland earlier this year.
Annual inflation across the 16-na-
tion currency bloc is expected to
slow to 0.2% or less in May from
0.6% in April, the lowest since
records began in 1996; the data are
due Friday.

The European Central Bank,
which sets interest rates for the
countries that use the euro, believes
energy prices will push the euro-
zone inflation rate into negative ter-

ritory for a few months this sum-
mer. But policy makers stress infla-
tion will turn positive again later
this year.

Economists, however, increas-
ingly have warned that the bloc’s
deep recession means the threat of
deflation—a prolonged period of
falling prices—is rising.

Germany’s unexpected May de-
cline was largely attributed to en-
ergy prices, but rising unemploy-
ment amid the global recession
could help keep the rate negative in
coming months.

“Massive excess capacities
world-wide and the bleak labor mar-

ket outlook in Germany clearly sig-
nal abating inflationary pressures
in the short term,” said UniCredit
SpA economist Alexander Koch in
Munich. Mr. Koch expects German
prices to fall on average in 2009 af-
ter rising 2.6% in 2008.

Germany’s Federal Labor Office
is scheduled to report May jobless
data Thursday. Analysts expect a
seasonally adjusted increase of
69,000. In the past few months, the
number of people counted as jobless
has risen by more than 500,000
from a low of around three million in
November. It is expected to be well
above four million in 2010.
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Intel targets bigger servers
with its new Xeon chip line

H-P seeks ties in China
with 3 mobile carriers
Netbook deals to help
PC maker expand
its sales channels

TECHNOLOGY JOURNAL

By Loretta Chao

BEIJING—Hewlett-Packard Co.,
the world’s largest personal-com-
puter maker by sales, said it is talk-
ing with China’s three mobile carri-
ers about offering small, portable
computers along with their services.

The possible collaborations with
China Mobile Ltd., China Unicom
(Hong Kong) Ltd., and China Tele-
com Corp. to offer mobile broad-
band-enabled mini-notebooks,
called netbooks, would help expand
H-P’s sales channels in China, said
an H-P spokeswoman.

H-P, Dell Inc. and other PC mak-
ers have similar arrangements with
wireless carriers in Europe and
other regions.

H-P executives introduced sev-
eral new products in Beijing Wednes-
day, including a notebook computer,
the HP Mini 110 series, which weighs
2.5 pounds and will cost $299.

“We are living in a challenging
economic time,” said See Chin Teik,
senior vice president of the per-
sonal systems group of H-P’s Asia-
Pacific operations.

In China, the world’s second-larg-
est PC market by shipments, de-
mand appears to be coming back,
with H-P notebooks enjoying the
highest growth category of its China
PC sales. H-P executives, however,
remained cautious on their outlook.

Mr. See said H-P’s sales grew
faster in China in its second fiscal
quarter ended April 30, than the lo-
cal PC market as a whole. H-P’s gains
in China translated to an increase in
market share to 13.7% in the first cal-
endar quarter from 10.9% in the pre-
vious quarter, according to market
researcher IDC.

H-P has made significant

progress over the past two years,
surpassing Chinese PC makers like
Founder Electronics Co. to become
the second-largest vendor in the
country after Lenovo Group Ltd.

Mr. See said revenue from the
Asia-Pacific region, including Ja-
pan, accounted for 17% of Hewlett-
Packard’s global revenue in its sec-
ond fiscal quarter.

Isaiah Cheung, vice president of
the personal-systems group for the
company’s China and Hong Kong op-
erations, said sales growth in China
will shift toward lower-tier cities,
and sales in rural China will grow
over the next three years

Mr. Cheung said H-P is seeing
more positive signs in China now
than at the end of last year in con-
sumer demand, but said it doesn’t

yet amount to a market turnaround.
H-P currently has service centers

in 425 Chinese cities, up from 325 at
the end of last year, he said.

Thecompanyhighlightedfournew
products Wednesday. In addition to
theHPMini110,H-Plaunchedanall-in-
onedesktopcomputer,theHPPavilion
MS200, which will start at $599.

The lineup further emphasizes low
prices as commercial and consumer
PC demandhas slowed world-wide be-
cause of the weakened economy.

The company posted a 17% drop
in profit in its second quarter on rev-
enue of $27.4 billion and saw a 19%
drop in revenue from its PC division.

Chief Executive Mark Hurd said
earlier this month that he isn’t seeing
any improvement in the current quar-
ter, and the company expects revenue
to decline 4% to 5% for the fiscal year.

By Don Clark

Intel Corp. disclosed plans to take
its Xeon chip line into bigger servers,
posing stiffer competition for its
own Itanium product line as well as
technology offered by competitors.

The company provided details of
coming Xeon models that pack more
electronicbrainsontoeachpieceofsili-
conandcanbe usedinserversthat use
more chips. Intel, whose chips domi-
nate low-end servers, hopes to take a
much bigger share of larger systems.

Intel’s new chips—expected to
be available in servers early next
year—are based on a design called
Nehalem that it recently delivered
for servers that use one or two
chips. The new model, dubbed the
Nehalem-EX, has up to eight proces-
sors, twice the number on existing
Nehalem models.

Boyd Davis, general manager of
Intel’s server-platform group, said
the new Nehalem models also have
advantages over the Xeon 7400, an
existing model aimed at high-end
machines. That product, for exam-
ple, is now found mainly in servers
with up to 16 chips, where the Ne-

halem-EX is designed for machines
with twice that number.

The Nehalem family also sup-
ports a technology called hyper-
threading that allows a chip under
some circumstances to simulta-
neously conduct two sets of instruc-
tions, known as threads. That means
a 32-chip server could carry out up
to 64 chores at once, Mr. Davis said.

The Intel announcement comes
about a week before rival Advanced
Micro Devices Inc. is expected to be-
gin selling a new model in its Opteron
chip line for servers—code-named
Istanbul—that increases the number
of processors from four to six.

Intel particularly wants to com-
pete with machines that used chips
based on a technology called RISC—
for reduced instruction set comput-
ing—which account for relatively
small sales volumes but a large share
of revenue in the server market.

Yet the systems also have more
of the selling points that distinguish
Intel’s Itanium line. A new model of
Itanium last week was delayed for
the second time and is now expected
to be available early next year in-
stead of mid-2009.

H-P highlighted four
new products in
Beijing, including
the Pavilion MS200.

THE MART
AVIATION

ANNOUNCEMENTS

AVIATION

BOATING

BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITAL AVAILABLE

CAPITALWANTED

TRAVEL

Now accepting new clients for
private banking accounts. For info
call Switzerland.

41 41 712 1847
Admin@offshore-Swiss.com

Swiss Trust Company

For Sale, Lease
or Partnership
Seller financing

on attractive terms
New paint to specifications

available to new buyer

+585-451-5450
frivas@intlaircraftsales.com

2007 Citation Encore+

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

Bulk BuyersWanted
For large and medium bulk shipments of

absolutely pure Icelandic glacier water. 2.7 euro
cents a litre for large bulk plus shipping and

handling worldwide. 40 US cents a litre shipped
for medium bulk. Custom Bottling and

labeling also available. Special rates for high
volume orders.

Info@icelandglacierproducts.net
519-336-8470

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

CEO/Biz Coaches Wanted
8-yr old company, Proven Methods
Detailed Training & Mrktg Support

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

Swiss based Financial Services Company can
provide and pledge fully Insured (A rated) Bonds
to secure Corporate Finance. Create financial
strength for your Company. Brokers/Agents
needed to represent our many products and
locate good Projects that require financing.

Contact us in Zurich at 41 - 43 - 244 - 8790

FINANCIAL STRENGTH

Take Your
Company Public

Investment banking consulting firm seeks
private companies wanting to go public .
Two years operations & audited financials
preferred but not mandatory.

info@thecapitalhub.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Complete website, shopping cart, distribution
system and finished inventory. Tested and
operational. Company is ready for marketing
efforts. Motivated seller. Contact:

Richard Uselton, US 214-212-1541

E-Commerce Company with
ProvenWeight Loss Product

www.corbin.com
World renowned motorcycle mfg. seats, saddle
bags & more. Factory in Hollister California &
Retail Store in Florida. 42 + yrs of wisdom.
Time for retiremnt. Ask for complete details.

Contact D. Neault at
DNeault@cbcInlandEmpire.com

or 909-980-6868 X11

Are you looking to start, buy or
expand a business?
Do you need an

investing partner?
Call 212.557.6570
M-F EST 9-5 pm

or Fax 212.557.6571

Looking for
Private Money

Will pay 10-12%, for short term and long
term money secured by high equity real
estate.

Call 610-994-9740

PRIME OCEANFRONT DEAL
OF A LIFETIME

In Myrtle Beach, SC., Seeking
$8 MIL Immediate Private Equity Partner,

JV, or Buyout. $17 MIL Appraisal.
Principals Only Please!

altonswann@gmail.com
843-457-2808/843-997-7353

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise

Emma Balogun

TheWall Street Journal Europe

+44 207 842 9608

emma.balogun@dowjones.com
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Knopf readies big push for Swedish thrillers
By Jeffrey A. Trachtenberg

Stieg Larsson’s “The Girl With
the Dragon Tattoo,” a thriller trans-
lated from Swedish that has gone on
to sell a robust 225,000 hardcover
copies in the U.S., was one of 2008’s
most successful debut novels.

Now, out to capitalize on the
growing interest in the late Mr. Lars-
son, Bertelsmann’s Alfred A. Knopf

imprint is launch-
ing a six-figure U.S.
marketing effort to

support his second book, “The Girl
Who Played With Fire,” as well as
the paperback edition of the first.
Mr. Larsson completed a trilogy of
mysteries six months before his
death in 2004 at age 50.

The Knopf campaign is notable be-
cause publishers are traditionally
stingy when it comes to promoting
their books, preferring instead to fo-
cus on Web contests, author home
pages, word of mouth and generating
reviews.

Industry insiders say most book-
related advertising doesn’t seem to
deliver significant sales gains and,
they say, there’s a reason for that.
“What they do is buy a single ad, but
that’s not a campaign,” says Carol
Fitzgerald, president of the Book Re-
port, a closely held company that op-
erates Web sites related to book pub-
lishing. “You have to do everything.”

The number of books that get ad-
vertising is probably less than 5%,
says Michael Norris, a book-indus-
try analyst at media-research firm
Simba Information. “It’s too expen-
sive, and too hard to reach readers,”
he adds.

The Knopf campaign is sched-
uled to start in June and will run un-
til late September. More ads are
likely in November, around the holi-
day season.

The campaign will include print
ads in such publications as the New
Yorker, the New York Times and The
Wall Street Journal, mass-transit ad-
vertising in New York, Washington,
Boston and Los Angeles and ads on
such Web sites as USAToday.com, Po-
litico.com, WSJ.com and NYTimes.
com.

There also will be a marketing
push on the social-networking site
Facebook and the micro-blogging
service Twitter, as well as in-store
promotions in big bookstore chains.

“We need to broaden our existing

readership,” says Paul Bogaards, a
Knopf spokesman.

The campaign will help kick-
start the June 23 release of the pa-
perback version of “The Girl With
the Dragon Tattoo” by Knopf’s sis-
ter imprint, Vintage. Vintage is pub-
lishing two paperback editions of
the book totaling 600,000 copies. In
late July, Knopf plans to issue
300,000 hardcover copies of “The
Girl Who Played With Fire.” The com-
ing third book in the trilogy could
also benefit.

“It’s really a departure from
what we’ve done in the past,” says
Stephanie Kloss, Knopf’s advertis-
ing director. “We felt we needed
something that looks different from
traditional book advertising.”

Hauser Advertising, a Pacific Pal-
isades, Calif., firm best known for its
work on behalf of entertainment
companies, created the campaign.
Cliff Hauser, its owner, says Knopf
wanted the promotion to have a
movie sensibility.

“They felt the main character in
the series is a cross between Lara
Croft and a female Jason Bourne,
and they wanted a campaign that
would be more like something you’d
do for a film,” he says.

TheLarssonbooksstarLisbethSa-
lander, a computer hacker and social
misfit. “She’s a heroine for our times,”
says Sonny Mehta, editor in chief and
chairmanoftheKnopfDoubledayPub-
lishingGroup.“Messedup,defiant,in-
domitable and without a trace of pity.
She’s also technologically savvy.”

Rather than being text-driven,
the campaign has strong visual ele-
ments. An ad for “The Girl Who
Played With Fire” looks like a movie
promo, with a prominent central im-
age of a burning match and a
dragon, complete with comments
from critics.

Personal Technology

By Guy Chazan

Royal Dutch Shell PLC’s incom-
ing chief executive, Peter Voser, put
his stamp on the Anglo-Dutch oil ma-
jor with a wide-ranging revamp of
the company’s structure that could
affect thousands of employees.

The shake-up shows Mr. Voser,
who takes over from current CEO Je-
roen van der Veer July 1, already mov-
ing to cut costs at Shell and adjust it to
loweroilpricesthathaveputmajoroil
companies’earnings under pressure.

Wednesday’s announcement
came a day after Shell said Linda
Cook, head of its gas and power busi-
ness and once seen as a top con-
tender to replace Mr. van der Veer,
was leaving the company.

In a message to staff, Mr. Voser
said Shell’s organization was too com-
plex, its culture too consensus-ori-
ented and its costs “simply too high.”

Simplifying the structure could
speed up decision-making and ensure
projectscameon-streamfasterandex-
ecution improved. That’s a key objec-
tive for a company that has been
heavily criticized for delays and cost
overrunsatsomeofitsmosthigh-pro-
file oil-and-gas ventures.

The overhaul comes at a critical
time for Shell. The company’s $32
billion capital investment program

for this year is one of the biggest in
the industry, and it has staked its fu-
ture on a crop of expensive, long-
life projects in places like Canada’s
oil sands. Some questioned that
strategy last year when the price of
oil plunged from its record high of
$145 a barrel to close to
$30. Crude has since
bounced back to around
$60, but Shell is still having
to take on more debt to
cover its spending plans
and pay its dividend.

Mr. Voser unveiled his
changes at a meeting of
Shell managers in Berlin,
saying in a statement they
would have a “major im-
pact” on Shell. A company
spokesman declined to say
how many jobs would be cut in the
realignment, but said “thousands of
staff would be impacted.”

Shell said it will merge its explora-
tion and production, gas and power
and oil sands units into two new divi-
sions. Upstream Americas, covering
North and South America, will be
headed by Marvin Odum, currently
presidentofShellOilinAmerica,while
MalcolmBrinded,nowheadofexplora-
tion and production, will lead the
larger Upstream International, cover-
ingthe rest of the world.

Shell also said it is creating a
new business—Projects & Technol-
ogy—to manage the design of all ma-
jor new projects, previously the re-
sponsibility of Shell’s various oper-
ating units. The company hopes
that by centralizing procurement

and contracting it will save
money and improve
project execution.

Shell’s downstream di-
vision, which groups to-
gether refining, market-
ing and chemicals, would
also be expanded to in-
clude trading and alterna-
tive energy except wind,
which will be under Up-
stream Americas.

Analysts were luke-
warm on the changes,

which echo a similar overhaul at BP
PLC, pushed through after CEO
Tony Hayward took the helm of the
company two years ago. They said
the gas side of the business, espe-
cially the production of liquefied
natural gas, is already closely inter-
twined with oil exploration and pro-
duction, so merging them would
make business sense.

But Barclays Capital said in a
note that while the new structure
would be “beneficial in terms of ac-
countability and cost control,” it

didn’t have “quite the simplicity of
[Shell’s] two leading competitors,”
Exxon Mobil Corp. and Total SA.

Jason Kenney, an analyst at ING
Bank, said the “proposed new
start…is perhaps too late to support
outperformance versus peers.” He
said he preferred France’s Total,
“which is already a streamlined, fo-
cused company with sound cost
management in place today.”

In some ways, the changes being
instituted at Shell reflect a desire to
emulate Exxon, which is viewed as
much more centralized than the Eu-
ropean oil majors. That was re-
flected in Mr. Voser’s note to Shell
employees, in which he said “fewer
people will make strategic deci-
sions,” and the company would push
to standardize and simplify its busi-
ness processes. Mr. Hayward made a
similar pledge when he unveiled
BP’s restructuring two years ago.

“It’s clear the idea of a group-
wide procurement system has
worked well with Exxon and Chev-
ron Corp., so it’s a case of Shell
catching up with its peer group,”
said Christopher Wheaton, who
manages an energy fund at RCM/Al-
lianz and is a Shell shareholder. He
said he was “cautiously optimistic”
that the restructuring would de-
liver efficiency gains.

New Shell CEO starts shake-up
Centralized organization is designed to eliminate project delays and cost overruns

At top, a mock-up of an ad for the new
Stieg Larsson thriller ‘The Girl Who
Played With Fire.’ Bottom, ‘The Girl With
the Dragon Tattoo,’ the first in the trilogy.

Small advances
Netbooks using Linux have
improved, but still have a
ways to go > Page 29

Peter Voser

CORPORATE NEWS

ADVERTISING

By Rachel Dodes

Polo Ralph Lauren Corp. re-
ported a 57% decline in profit for its
fiscal fourth quarter on restructur-
ing charges as the recession contin-
ued to weigh on high-end retail
sales.

The apparel maker on Wednes-
day said sales in the quarter fell 1%,
to $1.22 billion, from a year earlier
despite heavy discounting by depart-
ment stores and its own Ralph Lau-
ren boutiques.

Roger Farah, the New York-
based company’s president and
chief operating officer, said this
downturn is different from others
he has experienced because “the
high-end customer seems to be the
one most affected.”

Polo, considered a bellwether for
luxury-retail performance, declined
to provide financial guidance for the
current quarter. It offered a conser-
vative outlook for the rest of its fis-
cal year, forecasting wholesale reve-
nues to decline at a “low double-
digit” percentage rate. Sales at
stores open for at least a year, a key
measure of retail health, are ex-
pected to continue their slide, with a
projected “mid-teens” percentage
decline.

For the fiscal fourth quarter
ended March 28, Polo posted net in-
come of $45 million, or 44 cents a
share, compared with $104 million,
or $1 a share, a year earlier. The
fourth-quarter results included $69
million, or 42 cents a share, in asset-
impairment and restructuring
charges associated with closing six
stores and eliminating 500 posi-
tions throughout the company,
mostly in the U.S.

The cuts are expected to save $25
million this year, which will be used
to “free up resources” to invest in
higher-growth regions such as
Southeast Asia. The company re-
gains ownership of its Chinese li-
cense at the beginning of 2010 and is
currently expanding its organiza-
tion there, Mr. Farah said, adding
that “over the long term, we think
China will be a tremendous opportu-
nity for the company.”

For the year, net income fell 3%
to $406 million on revenue of $5.02
billion.

Barclays Capital analyst Bob
Drbul said the company’s outlook is
“pessimistic, but perhaps realistic,”
given the weakness in luxury retail.
“There are some risks...but they are
taking strong actions and delivering
solid results,” he said.

Retail sales for the year rose 1%
to $1.94 billion on new-store open-
ings.

Polo net declines
on restructuring
as sales slip 1%
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Social networking sites extend their reach
Handset makers
ramp up ways to tap
the mass market

H
-P

By Amol Sharma

And Jessica E. Vascellaro

Social-networking sites like Face-
book and MySpace are among the
most popular services on high-end
cellphones like the iPhone and the
BlackBerry. But extending their
reach to the broader wireless mar-
ket has been challenging, because
most basic phones tend to have
clunky Web browsers and can’t sup-
port fancy software applications.

Now, handset makers and wire-
less carriers are ramping up efforts
to tap the mass market.

Manufacturers such as INQ Mo-
bile Ltd. and Samsung Electronics
Co. are rolling out mid-range cell-
phones tailored specifically to social-
networking software, with some fea-
tures of smart phones but lower
prices.

Carriers including AT&T Inc. and
Sprint Nextel Corp. are trying to im-
prove access to the services by up-
grading browsers on regular cell-
phones and integrating Web-based
applications made by companies
such as Intercasting Corp., whose
Anthem service lets users monitor
and update several networking and
messaging services at once. Mobile
email provider Good Technology
Inc. said Wednesday it is acquiring
Intercasting for an undisclosed sum.

So far, social networks have had
disproportionate success on smart
phones. About 15% of the 25 million
U.S. smart-phone users access social-
networking Web sites “almost every
day,” compared with about 3.6% of
users of more basic “feature
phones,” according to comScore
M:Metrics Inc.

Many smart-phone users down-
load slick software that make it sim-
ple to upload Facebook photos or
send updates by Twitter, the microb-
logging service. Lower-end phones
don’t have the memory or process-
ing power to run such software.

Developing new phones that can
be priced for the mass market but in-
clude features of smart phones isn’t
easy. Hutchison Whampoa’s INQ Mo-
bile device comes loaded with Face-
book software that ties into users’
address books, but to keep the cost
down it excludes smart-phone fea-
tures like a full keyboard and music
player. INQ says it has sold 700,000
devices since November 2007, in-
cluding the social-networking
phone and a separate phone geared
to the Internet-calling service
Skype.

Hutchison Whampoa’s 3 UK of-
fers the INQ phone for $110 on a
pay-as-you-go basis, compared with
the $545 price tag of the iPhone
through rival carrier O2. Marc Al-
lera, sales and marketing director
for 3 UK, says 65% of INQ users are
active on Facebook.

Motorola Inc., which is building
new phones based on Google Inc.’s
Android operating system, is ex-
pected to have at least one midrange

device that caters to fans of social-
networking services with built-in
software applications.

Mark Donovan, senior vice presi-
dent of mobile products at comScore
M:Metrics, said some media compa-
nies and software developers are
simply focusing on the smart phones
themselves, which represent about
13% of the global mobile-phone mar-
ket, and waiting for them to go main-
stream. “The experiences that are be-
ing delivered on iPhone and [Black-
Berry] devices are so many miles
ahead of what’s possible on basic fea-
ture phones,” Mr. Donovan says.

Still, he said, “this does create a

challenge for content providers and
social networks to see what the best
possible experience is they can de-
liver to all possible platforms, and is
it worth making the investment to
do that.”

Wireless carriers such as AT&T
and Verizon Wireless see social-net-
working services as tools to entice
users to sign up for monthly data sub-
scriptions. They are trying to im-
prove access to the services via the
Web, which allows users to perform
tasks they can’t perform with text
messaging, such as browsing one’s
“news feed” or viewing a friend’s pro-
file.

Sprint, for example, will soon be-
gin selling the Samsung Exclaim,
which will include one-click home-
screen access to Facebook, MySpace
and Twitter on the mobile Web. It
will sell in the U.S. for less than $100
after a rebate, the company said.
AT&T is undertaking a project code-
named Sesame to overhaul its main
home page, better integrate search
and use an advanced browser made
by Opera Software ASA in all non-
smart phones.

Social networks, including My-
Space and Facebook, are aggres-
sively helping wireless carriers tai-
lor their services to mass-market
phones as they try to reach new us-
ers, particularly overseas. MySpace
is owned by News Corp., which also
owns Wall Street Journal publisher
Dow Jones & Co.

“Mobile is definitely key to
growth” in countries with lower In-
ternet penetration, said Facebook’s
director of mobile, Henri Moissinac,
acknowledging it can be “very hard
for users to engage with Facebook”
in countries like Indonesia. He said
the company is working closely with
handset manufacturers, like Sony
Ericsson, to select the most impor-
tant features to integrate into lower-
end and mid-range phones, like the
ability to see other users’ status up-
dates.

Twitter, which is easily accessi-
ble on most phones through text mes-
saging, is now also seeking to make
the service easier to access from mo-
bile Web sites, said Twitter co-
founder Biz Stone.

The H-P Mini 110 Mi
arranges commonly

used applications and
content on a home

screen that looks like
a personalized

Web page.

Little laptops with Linux have issues with compatibility

Hutchison Whampoa’s INQ Mobile device comes loaded with Facebook software.

By Nick Wingfield

When the cheap laptops known as
netbooks first came out over a year
ago, computer makers were able to of-
fer them at low prices in part by ship-
ping them with the free Linux open-
source operating system, rather than
Microsoft’s Windows. Since then,

Windows netbooks
have taken over
most of the market
after Microsoft be-
gan pushing Win-

dowsXP aggressivelyto netbook mak-
ers and consumers realized Linux net-
books didn’t work well with
some popular applications
and devices.

Linux on netbooks isn’t
going away though. In fact,
software and hardware com-
panies have been making big
investments to improve
Linux netbooks. For the past
week, I’ve been using several
flavors of Linux running on net-
books—Ubuntu, Hewlett-Pack-
ard’s Mi (which is based on
Ubuntu) and Moblin, created
largely by Intel and not yet avail-
able commercially.

In all cases, the Linux net-
books failed at some basic func-
tions that any laptop, no matter
how tiny and inexpensive, should
be able to handle, like working
with printers. At the same time, Mi
and Moblin have impressive graphi-
cal user interfaces that are well
suited to the habits of typical net-
book users, like checking email and
accessing social-networking sites,
as well as the small screens and low
horsepower of tiny laptops. In addi-

tion to Linux, all of the computers
shared the standard features, or
lack thereof, common among net-
books: small screens, compact key-
boards and no DVD drives.

The most polished of the prod-
ucts was H-P’s Mini 110 Mi, a new
model with a 10.1-inch screen that
went on sale on the H-P Web site this
week for $279.99. That’s nearly $50
less than what H-P charges for the
Mini 110 running Windows XP,
though the XP version comes with a
160 gigabyte hard drive instead of
the 8 gigabyte solid-state drive that
comes with the Mi edition.

The most striking thing about

this netbook is the slick graphical
user interface created by H-P that
runs on top of Ubuntu and first began
appearing on H-P netbooks early this
year. Instead of a traditional desktop
like that found in Windows and the
Mac, Mi (pronounced “me”) ar-
ranges commonly used applications
and content on a home screen that
looks like a personalized Web page,
listing recently received emails,
fresh thumbnail images of favorite
Web sites, and a Web-search toolbar.

The Mi home screen is a clever
way to make the computer seem
alive with on- and off-line content,
which is fitting since netbooks are

designed for on-the-go Internet ac-
tivities. It’s also tailor-made for the
small screen size of netbooks.

A more eye-catching iteration of
Linux is Moblin, which I tried out in
test form on an Acer netbook since it
isn’t expected to ship until the end
of the year. Moblin has a menu of
icons at the top of the screen, the
most interesting of which leads to
the M-Zone, a home screen that dis-
plays calendar appointments and fa-
vorite applications alongside snap-
shots of recently visited sites and a
continuous feed from the user’s
Twitter network.

An icon called “People” leads to a
list of instant-messaging buddies,
while another called “Zones” let me
organize all the applications I had
launched into different virtual work-
spaces, which is useful for hopping
between various tasks on a small-
screen device like a netbook.

The look-and-feel of the standard
Ubuntu system, without the Mi inter-
face, is more commonplace. I tried
out a Dell Mini 10 with a 10.1-inch dis-
play and 160 gigabyte hard drive
that sells for $349 on Dell’s Web site.
The Mini 10 ships with version 8.04
of Ubuntu, which resembles Win-
dows XP, with its desktop, taskbar

and pop-up menu sys-
tem. Ubuntu, in

some cases,
seemed to over-

estimate the size
of the Dell mini’s dis-

play: A window for configur-
ing the netbook’s wireless-network-
ing capabilities was so large it bled
off the screen and I couldn’t access
all the buttons on it. I also installed
on the Dell a new version of Ubuntu

Netbook Remix, which is designed
to run on small screens. Since a Win-
dows XP version of the Dell Mini 10
sells for the same price as the
Ubuntu, I can’t see a compelling rea-
son to choose Ubuntu.

All the netbooks I tried had com-
patibility problems with other exter-
nal devices. The netbooks couldn’t
load the software drivers to let me
print to my Canon and Dell printers.
I couldn’t load pictures over a USB
cable from my Canon PowerShot
SD750 digital camera. I was able to
get my pictures on the machines by
plugging a storage card from my
camera directly into the netbooks.

Canonical, the London company
that oversees development work on
Ubuntu, says it is improving the sys-
tem’s compatibility with various de-
vices. Intel says it is unfair to judge
Moblin until it is commercially avail-
able.

Some key applications currently
don’t run on Linux, like Apple’s
iTunes, which makes it difficult to
load music files onto iPods from the
netbooks. While the Linux laptops
didn’t run Microsoft Office, they
came with OpenOffice, a free pack-
age of word processing, spread-
sheet and presentation applications
that allowed me to open and modify
basic Word and Excel files.

The companies behind Linux net-
books have made great strides in im-
proving user interfaces, but until
they can achieve similar break-
throughs in how the machines work
with other devices, Windows net-
books are still a better deal.

Email nick.wingfield@wsj.com. Walter
S. Mossberg will return next Thursday.
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www.breitling.com

CHRONOMAT B01

A perfect fuselage, an exceptional engine: Breitling has
launched a highly exclusive instrument set to establish itself
as the benchmark among mechanical chronographs. A strong,
unique and quintessential design. A stunning presence on the
wrist through a blend of power and elegance. An authentic
luxury gem crafted with extreme care for detail and finishing.
Built to provide maximum sturdiness, functionality and
efficiency, the Chronomat B01 is tailor-made for devotees of
fine mechanisms born to accomplish great feats.

This top-notch model is powered by Caliber B01, a selfwinding
chronograph movement entirely developed in the Breitling
workshops. A reliable, accurate, high-performance motor
endowed with an original and innovative architecture – and
chronometer-certified like all the brand’s movements. Refined
aesthetics and raw performance: with the Chronomat B01,
Breitling has redefined the mechanical chronograph.

Breitling has built the chronograph
par excellence
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.60 $24.07 –0.44 –1.80%
Alcoa AA 30.30 9.05 –0.22 –2.37%
AmExpress AXP 14.50 23.50 –1.07 –4.35%
BankAm BAC 503.10 10.91 –0.07 –0.64%
Boeing BA 4.10 43.57 –0.59 –1.34%
Caterpillar CAT 13.00 35.05 0.05 0.14%
Chevron CVX 10.70 64.57 –1.09 –1.66%
Citigroup C 164.20 3.70 –0.07 –1.86%
CocaCola KO 8.80 46.63 –0.58 –1.23%
Disney DIS 14.10 23.87 –0.67 –2.73%
DuPont DD 6.80 27.56 –0.75 –2.65%
ExxonMobil XOM 21.50 68.30 –1.51 –2.16%
GenElec GE 101.60 12.99 –0.40 –2.99%
GenMotor GM 152.00 1.15 –0.29 –20.14%
HewlettPk HPQ 15.70 34.34 –0.13 –0.38%
HomeDpt HD 17.60 23.33 –0.47 –1.97%
Intel INTC 57.40 15.46 –0.02 –0.13%
IBM IBM 6.40 102.93 –2.09 –1.99%
JPMorgChas JPM 67.40 34.66 –1.88 –5.15%
JohnsJohns JNJ 11.40 54.22 –1.04 –1.88%
KftFoods KFT 7.80 25.46 –0.40 –1.55%
McDonalds MCD 9.70 57.82 –1.02 –1.73%
Merck MRK 18.80 26.63 0.07 0.26%
Microsoft MSFT 37.50 20.13 –0.21 –1.03%
Pfizer PFE 32.80 14.66 –0.36 –2.40%
ProctGamb PG 13.20 51.78 –2.00 –3.72%
3M MMM 4.50 56.04 –1.87 –3.23%
UnitedTech UTX 4.50 51.44 –1.30 –2.46%
Verizon VZ 11.60 28.95 –0.68 –2.29%
WalMart WMT 16.30 49.32 –0.68 –1.36%

Dow Jones Industrial Average P/E: 42
LAST: 8300.02 t 173.47, or 2.05%

YEAR TO DATE: t 476.37, or 5.4%

OVER 52 WEEKS t 4,294.01, or 34.1%

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

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

Behind Asia’s deals: Bank revenue rankings, Asia
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

Nomura $235 12.4% 49% 26% 25% …%

Mizuho 124 6.6% 1% 60% 18% 20%

Mitsubishi UFJ Securities 118 6.3% 14% 66% 8% 13%

Daiwa Securities SMBC Co Ltd 102 5.4% 14% 61% 25% …%

Citi 77 4.1% 29% 39% 28% 3%

UBS 66 3.5% 51% 17% 32% …%

Morgan Stanley 63 3.3% 47% 26% 27% …%

JPMorgan 61 3.2% 71% 8% 20% 1%

Goldman Sachs 58 3.1% 64% 21% 16% …%

Source: Dealogic

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

Gecina 712 –30 –40 –126 Volkswagen  185 12 3 –45

Inv AB  132 –8 –10 –63 Rentokil Initial 1927  218 12 –13 –118

Alstom 186 –7 –10 –45 GKN Hldgs  334 13 –5 –147

Rallye 1420 –6 –52 –88 Renault 364 14 7 –12

Bca Pop di Milano Soc Coop  82 –4 –4 –36 Marks & Spencer  212 15 9 –13

Rank Gp  233 –3 –24 –82 Gas Nat SDG  217 16 13 –58

Invensys  185 –3 –10 –57 TUI 1611 20 17 –218

ISS Glob  768 –2 –16 –32 Glencore Intl 731 23 1 –272

ING Verzekeringen 164 –2 –17 –130 ITV  785 26 37 35

Danone 72 –2 –4 –14 Carlton Comms 774 28 34 34

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

ArcelorMittal Luxembourg Iron & Steel $45.5 22.57 5.34% –64.9% ...

Anglo Amer U.K. General Mining 36.0 16.73 3.27 –51.8 –23.4%

AXA France Full Line Insurance 39.7 13.65 3.21 –40.7 –49.8

Tesco U.K. Food Rtlrs & Whlslrs 47.1 3.74 2.84 –11.0 16.4

Nokia Finland Telecoms Equipment 58.1 10.97 2.33 –40.8 –35.5

ING Groep Netherlands Life Insurance $23.2 8.01 –2.35% –67.1 –73.8

Astrazeneca U.K. Pharmaceuticals 60.0 25.75 –2.05 18.1 –8.9

BG Grp U.K. Integrated Oil & Gas 62.4 10.87 –1.72 –15.5 53.5

Nestle Switzerland Food Products 140.0 39.70 –1.54 –22.6 8.9

Sanofi-Aventis France Pharmaceuticals 81.3 44.40 –1.41 –5.1 –39.5

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

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

Banco Santander 86.0 7.57 2.30% –39.1% –28.4%
Spain (Banks)
HSBC Hldgs 152.0 5.51 1.99 –25.4 –32.0
U.K. (Banks)
Daimler 35.4 26.33 1.90 –46.9 –36.4
Germany (Automobiles)
Credit Suisse Grp 51.9 47.64 1.88 –10.1 –32.1
Switzerland (Banks)
ABB 37.8 17.66 1.85 –46.9 16.0
Switzerland (Industrial Machinery)
UBS 42.8 15.84 1.73 –38.6 –73.8
Switzerland (Banks)
Banco Bilbao Vizcaya 45.9 8.80 1.50 –38.1 –45.0
Spain (Banks)
BNP Paribas 69.6 47.80 1.50 –27.0 –34.3
France (Banks)
Allianz SE 44.5 70.55 1.32 –41.5 –42.3
Germany (Full Line Insurance)
Siemens 68.5 53.78 0.92 –26.0 –20.6
Germany (Diversified Industrials)
L.M. Ericsson Tel B 26.9 69.00 0.73 –14.5 –40.4
Sweden (Telecoms Equipment)
GDF Suez 83.4 27.33 0.64 –34.6 1.3
France (Multiutilities)
Vodafone Grp 110.6 1.19 0.59 –28.1 –4.6
U.K. (Mobile Telecoms)
Deutsche Bk 38.4 48.35 0.58 –33.8 –46.3
Germany (Banks)
Total 132.9 40.24 0.52 –28.0 –20.9
France (Integrated Oil & Gas)
Telefonica 99.4 15.16 0.46 –16.8 18.6
Spain (Fixed Line Telecoms)
Iberdrola 42.6 6.12 0.33 –34.1 –2.9
Spain (Conventional Electricity)
UniCredit 41.0 1.87 0.32 –49.1 –62.9
Italy (Banks)
Barclays 38.9 2.90 0.26 –23.6 –52.2
U.K. (Banks)
France Telecom 62.6 17.18 0.06 –18.0 –2.2
France (Fixed Line Telecoms)

Novartis 106.8 43.86 0.05% –19.2% –35.3%
Switzerland (Pharmaceuticals)
BP 167.3 5.05 –0.05 –16.6 –19.2
U.K. (Integrated Oil & Gas)
E.ON 70.5 25.30 –0.12 –43.2 –16.2
Germany (Multiutilities)
BASF 39.0 30.43 –0.16 –36.3 –4.5
Germany (Commodity Chemicals)
Koninklijke Philips 19.0 14.00 –0.18 –42.5 –43.3
Netherlands (Consumer Electronics)
Royal Dutch Shell 92.7 18.76 –0.19 –31.9 –27.4
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 97.3 10.62 –0.23 –5.5 –28.7
U.K. (Pharmaceuticals)
Assicurazioni Genli 31.9 16.23 –0.31 –37.1 –35.4
Italy (Full Line Insurance)
SAP 51.6 30.23 –0.49 –13.9 –26.5
Germany (Software)
BHP Billiton 51.3 14.34 –0.55 –26.5 37.1
U.K. (General Mining)
Rio Tinto 44.1 27.37 –0.58 –55.3 –7.5
U.K. (General Mining)
Intesa Sanpaolo 42.5 2.58 –0.77 –38.3 –43.2
Italy (Banks)
ENI 95.5 17.11 –0.81 –33.8 –27.1
Italy (Integrated Oil & Gas)
Roche Hldg Pt. Ct. 93.2 144.00 –0.89 –18.7 –23.9
Switzerland (Pharmaceuticals)
British Amer Tob 55.4 17.07 –1.04 –10.9 26.5
U.K. (Tobacco)
Diageo 37.3 8.44 –1.06 –14.2 –4.3
U.K. (Distillers & Vintners)
Bayer 42.1 39.55 –1.13 –29.4 13.7
Germany (Specialty Chemicals)
Soc. Generale 32.8 40.51 –1.15 –38.9 –63.6
France (Banks)
Deutsche Telekom 49.7 8.18 –1.15 –24.1 –35.8
Germany (Mobile Telecoms)
Unilever 42.0 17.58 –1.35 –15.6 –0.5
Netherlands (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 0.24% 0.65% 1.4% 2.9% -6.2%
Event Driven 0.31% 1.14% 2.2% 3.9% -26.7%
Equity Market Neutral -0.07% -1.17% -2.3% -3.6% -11.2%
Equity Long/Short 0.32% 0.92% -1.0% -0.4% -19.4%

*Estimates as of 05/26/09, 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 1.23 102.87% 0.02% 1.87 1.19 1.49

Eur. High Volatility: 11/1 2.49 105.55 0.04 3.89 2.20 2.98

Europe Crossover: 11/1 7.46 108.30 0.10 9.71 7.10 8.46

Asia ex-Japan IG: 11/1 1.87 107.42 0.04 3.84 1.87 2.86

Japan: 11/1 1.76 115.39 0.05 4.33 1.68 3.00

 Note: Data as of May 26

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

In percentage points

4.00

3.00

2.00

1.00

0

t

Europe Senior Financials

t

Europe 
Sub Financials

2009
Dec. Jan. Feb. Mar. April May

Index roll

Source: Markit Group

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.
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Drug CEOs switch tactics
Chiefs back overhaul
of health care in bid
to help select cuts

By Jonathan D. Rockoff

Drug-company executives are
aiming to prevent steep cuts in pre-
scription prices by joining the ef-
fort to overhaul the U.S. health-care
system.

Their approach contrasts
sharply with their behavior 15 years
ago, when they helped defeat Presi-
dent Bill Clinton’s reform efforts
from the outside. “This is not the
1990s, when the industry was play-
ing defense,” says John Lechleiter,
Eli Lilly & Co.’s chief executive.
“We’re playing offense. We’re at the
table.”

The pharmaceutical executives
are using their new access to try to
steer lawmakers away from mea-
sures that could reduce drug mar-
gins, pressing instead for cost reduc-
tions by hospitals and insurers.

In their meetings at the White
House and on Capitol Hill, as well as
in speeches and op-ed articles, in-
dustry executives and lobbyists
have backed such steps as shifting in-
surance coverage toward preven-
tion, which could increase sales for
heart, diabetes and other drugs that
patients take long term.

AstraZeneca PLC Chief Executive
David Brennan argues that prescrip-
tion drugs account for “just about
10% of the overall cost” of health-
care spending in the U.S. “That
hasn’t changed in 40 years,” he says,
“and right now that is going down.”

Instead of worrying about drug
prices, Mr. Brennan says that a

health-care overhaul should tackle
the insurance co-payments that he
says deter patients from taking the
drugs they need. Reforms, he adds,
shouldn’t force doctors and patients
to choose a drug based on cost if the
more expensive treatment would
have a better outcome.

The pharmaceutical industry
“has a strong interest in working
the benefit-design side rather than
the price side,” says Dan Mendel-
son, president of Avalere Health, a
consulting firm that keeps health-
care companies, patient groups and
medical foundations abreast of de-
velopments in Washington.

Pfizer Inc. Chief Executive Jef-
frey Kindler says he backs “compre-
hensive health-care reform in this
country” and is willing to make com-
promises. But he opposes a public in-
surance plan except for the poor
who otherwise can’t afford insur-

ance, saying it would crowd out pri-
vate insurers and take “the form of
price controls” that fail to reward
companies for their expensive and
risky investments in drug develop-
ment.

Of course, just extending health-
insurance coverage to millions of un-
insured Americans is likely to bene-

fit drug makers. Les Funtleyder, an
industry analyst at Miller Tabak &
Co., estimates such a move could in-
crease the $291 billion in annual U.S.
prescription-drug sales by $15 bil-
lion to $18 billion.

To help accomplish their goals,
the drug makers spent $47.4 million
on lobbying in the first quarter, up
36% from a year earlier, according to
company-disclosure reports filed
with Congress and analyzed by the
nonpartisan Center for Responsive
Politics. Pfizer Inc. more than dou-
bled its spending on lobbying in the
period to $6.1 million.

Earlier this month, drug makers
joined doctors, insurers and hospi-
tals in a pledge to rein in health-
care cost increases by $2 trillion
over the next decade. Merck & Co.
Chief Executive Richard Clark, who
attended the White House an-
nouncement, said that the company
was “ready to do our part to
achieve” an overhaul.

Nonetheless, the drug makers
have been pushing through hefty
price increases. Prices for many
drugs were up more than 15% in the
first quarter from a year earlier, ac-
cording to data from Credit Suisse.

Pharmaceutical companies say
the increases are fair and necessary
as drugs mature, but analysts say
the companies are trying to eke out
as much revenue from the treat-
ments as they can before patents ex-
pire and health-care reform drives
down prices.

Peter Rost, a former marketing ex-
ecutive at Pfizer who is now an indus-
try critic, says the increases are a
way to soften the impact of future
price cuts. “Ahead of these give-
backs, they dramatically raise
prices,” Dr. Rost says. “They always
do that.”

Meanwhile, drug-industry execu-
tives worry that an overhaul of the
health-care system could lead to too
much government intervention. In
addition to possibly establishing a
government-sponsored insurance
plan, lawmakers might give Medi-
care—the existing public program
for the elderly and disabled—the au-
thority to negotiate the prices for
drugs dispensed through its Part D
benefit. That could limit the prices
pharmaceutical companies can
charge.

Pharmaceutical executives ar-
gue that such steps would hamper
drug makers’ ability to pay for
costly research into new treat-
ments. “It would knock our legs
out,” says Lilly’s Dr. Lechleiter.

Linda Douglass, a spokeswoman
for the Obama administration, says
the administration isn’t negotiating
with drug companies or other
health-care industries. Rather, it is
focused on working with lawmakers
who are writing legislation and try-
ing to figure out such issues as how
to finance an overhaul. Allowing
Medicare to negotiate the price of
drugs dispensed through the Part D
program, for example, “just hasn’t
come up yet,” she says.

CORPORATE NEWS

Source: Company SEC filings Photos: Associated Press (Brennan, Clark, Kindler); Getty Images (Lechleiter)
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Offense, not defense
Major drug-company CEOs and 2008 U.S. pharmaceuticals sales, in billions
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.34% 11 World -a % % 183.38 –0.04% –36.4% 4.98% 11 U.S. Select Dividend -b % % 507.39 –0.89% –34.8%

2.38% 12 Global Dow 1103.90 1.07% –31.6% 1635.04 0.79% –39.0% 4.72% 15 Infrastructure 1226.00 1.17% –26.8% 1630.16 0.88% –34.7%

3.58% 20 Stoxx 600 210.40 0.69% –34.3% 218.89 0.28% –41.4% 2.30% 7 Luxury 694.50 0.86% –28.1% 821.13 0.58% –35.8%

3.74% 16 Stoxx Large 200 225.70 0.59% –34.3% 233.59 0.18% –41.5% 1.59% 9 BRIC 50 349.70 3.72% –29.8% 464.99 3.43% –37.4%

2.76% -24 Stoxx Mid 200 193.50 1.35% –33.8% 200.19 0.94% –41.0% 4.51% 13 Africa 50 708.80 1.69% –34.2% 627.43 1.40% –41.2%

2.97% 21 Stoxx Small 200 120.80 0.95% –33.8% 124.90 0.53% –41.0% 4.03% 6 GCC % % 1334.29 2.16% –53.9%

3.56% 16 Euro Stoxx 230.00 0.64% –36.3% 239.32 0.23% –43.2% 5.28% 10 Sustainability 688.60 0.44% –30.4% 810.88 0.17% –37.9%

3.68% 13 Euro Stoxx Large 200 244.80 0.52% –36.5% 253.06 0.11% –43.4% 2.72% 11 Islamic Market -a % % 1596.27 0.01% –33.4%

2.96% -17 Euro Stoxx Mid 200 217.60 1.24% –35.6% 224.86 0.83% –42.6% 3.07% 11 Islamic Market 100 1455.40 0.14% –22.5% 1737.27 –0.14% –30.8%

3.04% 14 Euro Stoxx Small 200 132.10 1.12% –35.0% 136.42 0.71% –42.1% 3.07% 11 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1191.10 1.30% –46.6% 1419.84 0.88% –52.4% 2.29% 12 DJ U.S. TSM % % 9286.35 –0.40% –34.3%

5.34% 9 Euro Stoxx Select Div 30 1373.00 0.86% –49.6% 1643.05 0.45% –55.1% % DJ-UBS Commodity 119.90 0.40% –37.4% 121.34 –0.01% –44.2%

*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 1.2699 2.0348 1.1683 0.1656 0.0407 0.1980 0.0133 0.3198 1.7672 0.2374 1.1412 ...

 Canada 1.1128 1.7830 1.0237 0.1451 0.0357 0.1735 0.0117 0.2802 1.5484 0.2080 ... 0.8762

 Denmark 5.3492 8.5710 4.9211 0.6978 0.1716 0.8339 0.0562 1.3471 7.4437 ... 4.8072 4.2122

 Euro 0.7186 1.1514 0.6611 0.0937 0.0231 0.1120 0.0076 0.1810 ... 0.1343 0.6458 0.5659

 Israel 3.9710 6.3627 3.6532 0.5180 0.1274 0.6191 0.0417 ... 5.5258 0.7424 3.5686 3.1270

 Japan 95.1400 152.4428 87.5253 12.4102 3.0520 14.8323 ... 23.9587 132.3921 17.7858 85.4999 74.9180

 Norway 6.4144 10.2778 5.9010 0.8367 0.2058 ... 0.0674 1.6153 8.9260 1.1991 5.7645 5.0510

 Russia 31.1730 49.9485 28.6780 4.0662 ... 4.8598 0.3277 7.8502 43.3788 5.8276 28.0144 24.5472

 Sweden 7.6663 12.2837 7.0527 ... 0.2459 1.1952 0.0806 1.9306 10.6680 1.4332 6.8895 6.0368

 Switzerland 1.0870 1.7417 ... 0.1418 0.0349 0.1695 0.0114 0.2737 1.5126 0.2032 0.9769 0.8560

 U.K. 0.6241 ... 0.5742 0.0814 0.0200 0.0973 0.0066 0.1572 0.8685 0.1167 0.5609 0.4914

 U.S. ... 1.6023 0.9200 0.1304 0.0321 0.1559 0.0105 0.2518 1.3915 0.1869 0.8987 0.7874

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 426.00 –1.50 –0.35% 826.00 314.00
Soybeans (cents/bu.) CBOT 1187.00 1.50 0.13% 1,650.00 779.00
Wheat (cents/bu.) CBOT 625.75 13.75 2.25 1,144.75 447.00
Live cattle (cents/lb.) CME 83.100 –0.725 –0.86 117.500 78.075
Cocoa ($/ton) ICE-US 2,509 95 3.94 3,220 1,932
Coffee (cents/lb.) ICE-US 135.50 –0.95 –0.70 181.60 106.60
Sugar (cents/lb.) ICE-US 15.77 –0.17 –1.07 16.05 9.97
Cotton (cents/lb.) ICE-US 55.58 0.52 0.94 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,505.00 75 3.09 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,638 30 1.87 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,533 23 1.52 2,314 1,434

Copper (cents/lb.) COMEX 212.10 –2.00 –0.93 372.00 129.95
Gold ($/troy oz.) COMEX 955.20 0.10 0.01 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1486.50 26.50 1.82 2,170.00 690.00
Aluminum ($/ton) LME 1,430.00 –10.00 –0.69 3,340.00 1,288.00
Tin ($/ton) LME 13,775.00 225.00 1.66 23,800.00 9,750.00
Copper ($/ton) LME 4,654.50 95.00 2.08 8,811.00 2,815.00
Lead ($/ton) LME 1,435.00 25.00 1.77 2,225.00 870.00
Zinc ($/ton) LME 1,479.50 4.50 0.31 2,102.00 1,065.00
Nickel ($/ton) LME 13,400 605 4.73 24,530 9,000

Crude oil ($/bbl.) NYMEX 63.45 1.00 1.60 147.40 42.19
Heating oil ($/gal.) NYMEX 1.5883 0.0173 1.10 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.8550 0.0332 1.82 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.638 –0.005 –0.14 11.981 3.395
Brent crude ($/bbl.) ICE-EU 62.50 1.26 2.06 143.31 42.62
Gas oil ($/ton) ICE-EU 500.00 6.50 1.32 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 27
Per In

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

Argentina peso-a 5.2027 0.1922 3.7388 0.2675

Brazil real 2.8039 0.3566 2.0150 0.4963
Canada dollar 1.5484 0.6458 1.1128 0.8987

1-mo. forward 1.5481 0.6459 1.1125 0.8989
3-mos. forward 1.5474 0.6462 1.1120 0.8993
6-mos. forward 1.5462 0.6467 1.1112 0.9000

Chile peso 786.85 0.001271 565.45 0.001769
Colombia peso 3075.12 0.0003252 2209.85 0.0004525
Ecuador US dollar-f 1.3915 0.7186 1 1
Mexico peso-a 18.3225 0.0546 13.1670 0.0759
Peru sol 4.1816 0.2391 3.0050 0.3328
Uruguay peso-e 32.771 0.0305 23.550 0.0425
U.S. dollar 1.3915 0.7186 1 1
Venezuela bolivar 2.99 0.334664 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7672 0.5659 1.2699 0.7875
China yuan 9.5019 0.1052 6.8283 0.1465
Hong Kong dollar 10.7879 0.0927 7.7525 0.1290
India rupee 66.2517 0.0151 47.6100 0.0210
Indonesia rupiah 14347 0.0000697 10310 0.0000970
Japan yen 132.39 0.007553 95.14 0.010511

1-mo. forward 132.34 0.007556 95.10 0.010515
3-mos. forward 132.25 0.007562 95.04 0.010522
6-mos. forward 132.06 0.007572 94.90 0.010537

Malaysia ringgit-c 4.8753 0.2051 3.5035 0.2854
New Zealand dollar 2.2333 0.4478 1.6049 0.6231
Pakistan rupee 112.229 0.0089 80.650 0.0124
Philippines peso 65.779 0.0152 47.270 0.0212
Singapore dollar 2.0179 0.4956 1.4501 0.6896
South Korea won 1760.87 0.0005679 1265.40 0.0007903
Taiwan dollar 45.566 0.02195 32.745 0.03054
Thailand baht 47.848 0.02090 34.385 0.02908

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

Euro zone euro 1 1 0.7186 1.3916
1-mo. forward 1.0003 0.9997 0.7188 1.3912
3-mos. forward 1.0008 0.9992 0.7192 1.3905
6-mos. forward 1.0014 0.9986 0.7196 1.3897

Czech Rep. koruna-b 26.743 0.0374 19.218 0.0520
Denmark krone 7.4437 0.1343 5.3492 0.1869
Hungary forint 282.82 0.003536 203.24 0.004920
Norway krone 8.9260 0.1120 6.4144 0.1559
Poland zloty 4.4370 0.2254 3.1886 0.3136
Russia ruble-d 43.379 0.02305 31.173 0.03208
Sweden krona 10.6680 0.0937 7.6663 0.1304
Switzerland franc 1.5126 0.6611 1.0870 0.9200

1-mo. forward 1.5121 0.6613 1.0866 0.9203
3-mos. forward 1.5108 0.6619 1.0857 0.9211
6-mos. forward 1.5086 0.6629 1.0841 0.9224

Turkey lira 2.1673 0.4614 1.5575 0.6421
U.K. pound 0.8685 1.1514 0.6241 1.6023

1-mo. forward 0.8686 1.1513 0.6242 1.6021
3-mos. forward 0.8687 1.1511 0.6243 1.6018
6-mos. forward 0.8690 1.1508 0.6245 1.6014

MIDDLE EAST/AFRICA
Bahrain dinar 0.5246 1.9062 0.3770 2.6526
Egypt pound-a 7.8233 0.1278 5.6220 0.1779
Israel shekel 5.5258 0.1810 3.9710 0.2518
Jordan dinar 0.9859 1.0143 0.7085 1.4114
Kuwait dinar 0.4013 2.4920 0.2884 3.4678
Lebanon pound 2097.76 0.0004767 1507.50 0.0006634
Saudi Arabia riyal 5.2186 0.1916 3.7502 0.2667
South Africa rand 11.3394 0.0882 8.1488 0.1227
United Arab dirham 5.1101 0.1957 3.6723 0.2723

SDR -f 0.9053 1.1046 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 600 210.41 1.45 0.69% 6.9% –34.3%

 13 DJ Stoxx 50 2138.47 12.92 0.61 3.5% –32.5%

 16 Euro Zone DJ Euro Stoxx 230.04 1.46 0.64 3.2% –36.3%

 14 DJ Euro Stoxx 50 2479.48 11.03 0.45 1.1% –33.8%

 8 Austria ATX 2042.52 2.95 0.14 16.7% –53.5%

 13 Belgium Bel-20 2084.52 18.93 0.92 9.2% –43.8%

 8 Czech Republic PX 910.3 –4.4 –0.48% 6.1% –45.7%

 16 Denmark OMX Copenhagen 277.35 –0.57 –0.21 22.6% –34.4%

 12 Finland OMX Helsinki 5855.93 80.32 1.39 8.4% –39.3%

 12 France CAC-40 3294.86 24.77 0.76 2.4% –33.7%

 20 Germany DAX 5000.77 15.17 0.30 4.0% –28.9%

 … Hungary BUX 15706.69 80.33 0.51 28.3% –30.9%

 8 Ireland ISEQ 2748.52 50.74 1.88 17.3% –55.1%

 9 Italy S&P/MIB 20312 15 0.07 4.4% –38.0%

 9 Netherlands AEX 264.20 0.77 0.29 7.4% –45.1%

 8 Norway All-Shares 334.71 2.47 0.74 23.9% –41.1%

 17 Poland WIG 29775.36 562.46 1.93 9.4% –36.5%

 12 Portugal PSI 20 7290.95 51.89 0.72 15.0% –31.5%

 … Russia RTSI 1030.79 40.53 4.09% 63.1% –57.0%

 8 Spain IBEX 35 9510.8 105.1 1.12 3.4% –29.5%

 15 Sweden OMX Stockholm 241.83 –0.22 –0.09% 18.4% –25.4%

 10 Switzerland SMI 5419.42 –11.85 –0.22 –2.1% –27.5%

 … Turkey ISE National 100 35168.73 308.17 0.88 30.9% –10.7%

 10 U.K. FTSE 100 4416.23 4.51 0.10 –0.4% –27.2%

 12 ASIA-PACIFIC DJ Asia-Pacific 103.54 1.28 1.25 10.6% –31.4%

 … Australia SPX/ASX 200 3801.1 12.7 0.34 2.1% –32.7%

 … China CBN 600 22488.39 246.61 1.11 52.3% –22.6%

 14 Hong Kong Hang Seng 17885.27 893.71 5.26 24.3% –26.2%

 16 India Sensex 14109.64 520.41 3.83 46.3% –14.6%

 … Japan Nikkei Stock Average 9438.77 127.96 1.37 6.5% –31.2%

 … Singapore Straits Times 2306.08 67.29 3.01 30.9% –26.4%

 11 South Korea Kospi 1362.02 –10.02 –0.73 21.1% –24.6%

 13 AMERICAS DJ Americas 236.54 –1.95 –0.82 4.6% –35.1%

 … Brazil Bovespa 52370.71 529.91 1.02 39.5% –28.0%

 16 Mexico IPC 24668.55 28.47 0.12 10.2% –21.8%

*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 27, 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* 242.79 1.34% 6.6% –36.7%

3.40% 14 World (Developed Markets) 958.27 1.66% 4.1% –36.5%

3.10% 14 World ex-EMU 112.25 1.83% 4.3% –34.9%

3.20% 15 World ex-UK 955.95 1.69% 3.5% –35.9%

4.20% 12 EAFE 1,300.79 0.57% 5.1% –39.2%

3.40% 10 Emerging Markets (EM) 739.62 –1.00% 30.4% –37.9%

4.70% 10 EUROPE 72.95 0.81% 5.1% –35.4%

5.10% 10 EMU 146.62 0.72% 3.2% –44.1%

4.50% 12 Europe ex-UK 79.91 0.51% 3.0% –35.5%

5.80% 9 Europe Value 81.92 1.00% 5.7% –38.4%

3.70% 11 Europe Growth 63.13 0.62% 4.5% –32.4%

4.00% 10 Europe Small Cap 125.57 –0.41% 24.4% –35.0%

3.60% 5 EM Europe 211.13 –1.37% 32.9% –47.7%

5.30% 8 UK 1,310.36 1.02% –0.3% –27.6%

3.40% 10 Nordic Countries 114.00 –0.97% 16.2% –38.0%

2.70% 4 Russia 587.12 –0.92% 42.4% –56.6%

4.40% 9 South Africa 610.75 –1.31% 5.5% –18.2%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 307.43 –0.81% 24.3% –37.4%

2.20% 25 Japan 547.22 –0.04% 3.3% –36.5%

2.70% 11 China 49.72 –1.08% 21.9% –33.8%

1.50% 14 India 537.43 –2.38% 45.6% –24.5%

1.70% 14 Korea 371.51 –2.04% 21.0% –27.1%

5.90% 13 Taiwan 243.47 –0.44% 40.4% –29.2%

2.60% 19 US BROAD MARKET 1,001.93 2.83% 2.0% –33.5%

1.80% -56 US Small Cap 1,308.11 4.34% 4.9% –30.9%

3.80% 12 EM LATIN AMERICA 2,939.86 1.39% 41.5% –37.7%

*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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Nintendo looks outside box
Goal is to expand
Wii library with help
of other publishers

Accenture to shift tax locales

By Lyndal McFarland

MELBOURNE, Australia—Aus-
tralia & New Zealand Banking
Group Ltd. raised as much as 2.5 bil-
lion Australian dollars (US$1.97 bil-
lion) by selling new shares to help
fund a bid to buy Asian banking as-
sets from Royal Bank of Scotland
Group PLC.

The stock was sold to institu-
tional investors. The bank also plans
to offer A$350 million in shares to re-
tail shareholders.

The money will also boost ANZ’s
capital position and help cushion
against rising bad debts. The bank
warned that charges for bad debts
will rise about 20% in the second
half of its financial year from the
first half.

ANZ said it has lodged a nonbind-
ing bid to buy “selected” assets from
RBS, which is selling retail and com-
mercial banking businesses in eight
countries around the region, includ-
ing the key markets of India, China
and Hong Kong. The bank didn’t say
which assets it bid for, but said a
deal could weigh on earnings per
share in the near term.

Shares of RBS lost 2.5% Wednes-
day in London. RBS declined to com-
ment on ANZ’s fund raising.

A person familiar with the mat-
ter said RBS is still in talks with all
parties that have shown interest in
its assets.

These include ANZ, HSBC Hold-
ings PLC and Standard Chartered
PLC, the person said, adding that
even if all parties hadn’t submitted
bids yet, it didn’t mean talks had
been broken off.

Another person familiar with the
matter said Wednesday that HSBC
hadn’t submitted a bid, diminishing
the prospect of a bidding war for the
assets.

Despite volatile global financial
markets, ANZ is pushing ahead with
plans to become a “super regional”
lender in Asia as it seeks new ave-
nues of growth.

ANZ sold the A$2.5 billion in
stock at A$14.40 a share, a 7.5% dis-
count to its last traded price of
A$15.57. Trading was halted on
Wednesday morning.

The bank said the offer was “sig-
nificantly oversubscribed,” attract-
ing support from a range of
institutions.

The A$350 million share offer
for retail investors will be open to

shareholders registered as of June 1.
Strong interest in the offer could
help limit any downside to ANZ’s
shares when they resume trading
Thursday.

Southern Cross Equities analyst
T.S. Lim said HSBC and Standard
Chartered may not be interested in
all the assets on the block, which
could allow ANZ to secure some busi-
nesses. These might include RBS’s
Indonesian and Singaporean units,
he said.

If the RBS transaction pro-
ceeds, ANZ said its Tier 1 capital ra-
tio immediately afterward would
remain above its target range of
7.5% to 8%.

ANZ’s major Australian rivals
have all boosted their capital posi-
tions in recent months, looking to
build a buffer against rising bad
loans as Australia heads towards
its first recession in almost 20
years.

“The banking outlook remains
uncertain and difficult to predict es-
pecially with respect to credit provi-
sions, revenue and the market value
of securities and derivatives,” ANZ
said.

While Australia’s major banks
have largely avoided the credit-re-
lated troubles of their international
peers, bad debts are rising quickly
and offsetting growth in revenues
across the sector.

ANZ said it expects second-half
provisions for bad debt will be
around 20% higher than the A$1.44
billion recorded in the six months to
March 31. Pressure is mounting in
the commercial segment, it said.

 —Cynthia Koons in Sydney
contributed to this article.

ANZ raises $1.97 billion
to buy RBS’s Asia assets

Nintendo U.S. chief Reggie Fils-Aime, shown in July, said there are no plans to
change the Wii console’s $250 price tag in the U.S.

By Don Clark

Samsung Electronics Co. and
SanDisk Corp., after lengthy negoti-
ations, agreed to a patent licensing
deal that heads off the threat of liti-
gation between two major players
in the market for chips known as
flash memory.

Thedealextendsanexistinglicens-
ing pact between the companies and
providesSamsungrightstokeySanD-
iskpatentsonwhatcouldbeanimpor-
tant advance in flash-chip technol-
ogy. Shares of SanDisk—which Sam-
sungtargetedlastyearforanunsolic-
itedtakeoverbidthatitlaterdropped—
rose 15% on the news Wednesday.

Financial details of the pact
weren’t disclosed. But the compa-
nies said fixed payments and roy-
alty rates are expected to be about

half those of recent years under
their current agreement, which ex-
pires Aug. 14.

Analysts estimate that South Ko-
rea’s Samsung has been paying hun-
dreds of millions of dollars a year to
SanDisk in patent royalties, though
the amounts have gone down lately as
fierce competition has caused flash-
memory prices to plunge. Edwin Mok,
ananalystatNeedham&Co.,putsSam-
sung’spaymentsatabout$350million
in 2008 and $250 million this year;
based on the companies’ remarks, he
estimates that Samsung would pay
SanDisk around $125 million a year
starting in 2010.

Though SanDisk will receive less
money, the deal eased fears the two
companies would sue each other,
said Daniel Amir, an analyst at Laz-
ard Capital.

SanDisk, Samsung reach accord

CORPORATE NEWS

By Yukari Iwatani Kane

And Daisuke Wakabayashi

Nintendo Co., in a bid to keep up
momentumfor its Wii console, ispush-
ing to increase the number of Wii vid-
eogames made by outside publishers,
including combat and sports titles
that target serious players.

Reggie Fils-Aime, the company’s
U.S. president, said in an interview
Tuesday he hoped to increase the per-
centage of games made by outside
publishers to about 70% of the Wii’s li-
brary of games, up from about 55%
now. Thatwould be about the same ra-
tio as the split for its portable Nin-
tendo DS device.

He also said Nintendo doesn’t plan
to cut the cost of the Wii, whose $250
price hasn’t changed since its debut.
“Price cuts are a short-term incen-
tive,” he said. “In the long run, you
need software to excite people.”

Since the company launched the
Wii in November 2006, it has sold
more than 50 million units world-
wide, with much of its popularity
driven by casual games that Nintendo
created itself.

For example, the Nintendo-devel-
oped Wii Play has been the top selling
game. It has sold 10.7 million copies in
the U.S., more than three times as
many units as the top game by an out-
side publisher, Guitar Hero III: Leg-
ends of Rock by Activision Blizzard
Inc., which has sold 2.9 million copies,
according to market-research firm
NPD Group.

But now Nintendo is putting more
effort than ever in encouraging pub-
lishers to make games for the Wii to
ensure a steady flow of diverse games.

“In order to achieve high levels of
sales of hardware, we need all genres
in the market,” said Mr. Fils-Aime.

As part of that effort, Nintendo is
taking an unusual step in allowing vid-
eogame publisher ElectronicArts Inc.
to release two sports games that take
advantage of a new hardware acces-
sorymorethan a monthbefore Ninten-
do’s own marquee game is released.

EA plans to sell Tiger Woods PGA
Tour 10 in North America and Europe,
packaged with the Wii MotionPlus, an
attachment for the Wii’s wireless con-
troller that makes it more sensitive to
movement. In Europe, EA plans to sell
a second game, Grand Slam Tennis.

Both EA games will launch in early
June, ahead of Nintendo’s own game
for the attachment, Wii Sports Resort,
which will debut in late July.

“We really liked what we could get
from the MotionPlus,” said EA’s chief
executive John Riccitiello.

Suchmoves are particularly impor-
tant for Nintendo, which has had a rel-
ativelylimited library of games by out-
side developers until recently. That’s
partly because most game developers
didn’t expect the Wii to become the in-
dustry’s dominant game machine and
were devoting resources to creating ti-
tles for Sony Corp.’s PlayStation 3 and
Microsoft Corp.’s Xbox 360.

Nintendo has also been hurt by the
perception thattheWii’ssuccess bene-
fits Nintendo’s own games, and not
other software publishers. Some
game publishers privately gripe that
Nintendo has an unfair advantage in
part because it knows first what Wii
hardware accessories are coming and
can target games to best capitalize on
the new equipment. Nintendo Presi-
dent Satoru Iwata disputed that per-
ception in March, citing data by NPD
that the best-selling platform for
third-party games has been the Wii.

By Jesse Drucker

Accenture Ltd. is seeking to be-
come the latest company to switch
tax-haven locales.

On Tuesday, the consulting and
outsourcing firm said its board of di-
rectors had unanimously approved
switching the company’s place of in-
corporationfromBermudatoIreland.

The move comes amid a crack-
down on tax havens by the Obama
administration and congressional
Democrats, who are targeting com-
panies with substantial U.S. opera-
tions that are incorporated in tax ha-
vens like Bermuda to lower their
overall tax burden.

“There are continued questions
about companies incorporated in
Bermuda,” said Jim McAvoy, an Ac-
centure spokesman. In its regula-
tory filing announcing the planned
move, the company said it was moti-
vated by legislative proposals that
could increase the company’s taxes,
negative publicity about companies
incorporated in Bermuda, and by
other factors such as the growing im-
portance of the company’s Euro-
pean business.

Inatrendthat has gainedmomen-
tumover thepast sixmonths, numer-
ousU.S.companies are reincorporat-
ing from tax-friendly locations like
Bermuda and the Cayman Islands to
Switzerland and Ireland, in an effort
to cope with what are expected to be
significant changes in how the U.S.
taxes multinational corporations.

Tyco International Ltd., Foster
Wheeler Ltd., Weatherford Interna-
tional Ltd., Transocean Inc., Covi-
dien Ltd., and Ingersoll-Rand Co.
have all announced plans or final-
ized plans to make such moves over
the past six months.

Many of these companies have
said taxes were a reason behind the
move,buthavealsoemphasizedother
strategic reasons for the changes.

Such moves could help compa-
nies preserve the tax benefits they
had in Bermuda and the Cayman Is-
lands,while using Switzerland or Ire-
land’s tax treaties with the U.S. to
protect them from possible adverse
legislation, according to tax experts
who have advised companies on the
moves. Bermuda imposes no corpo-
rate income tax. Switzerland has a
corporate income tax, but doesn’t
levyit onprofits earnedby subsidiar-
iesoverseas.Ireland alsohasacorpo-
rate income tax but doesn’t impose it
on various intracompany transac-
tions, thus making the tax relatively
easy to avoid, say tax professionals.

Over the years, various pieces of
U.S. antitax-haven legislation specif-
ically targeted countries that don’t
have tax treaties with the U.S., such
as Bermuda. That could put compa-
nies incorporated in countries that
do have tax treaties with the
U.S.—such as Ireland—in a better
position, according to tax experts
who have consulted on such moves.

In 2001, Accenture reorganized
from a partnership to a public com-

pany and incorporated in Bermuda.
Mr. McAvoy said that Accenture
was never incorporated in the U.S.,
has no corporate headquarters, and
added: “Accenture has always paid
its taxes in the countries where the
income is generated.” The switch to
Ireland still must be approved by
the company’s shareholders; a vote
is expected in the next three to four
months.

Accenture—the former consult-
ing arm of defunct accounting firm
Arthur Andersen—paid taxes at an
effective rate of 29.3% during 2008,
securities filings show, down from
the typical combined federal and
state statutory rate of 39.5%. Ac-
cording to the company filing, 5.9%
of this difference was due to lower
taxes on its “non-U.S. operations.”
Accenture said its tax rate wasn’t un-
usually low.

Accenture board members have
debated changing the site of the
company’s incorporation for years,
according to a person close to the
situation. Directors “considered
many different locations” besides
Ireland, this person added. But the
board didn’t consider moving Ac-
centure to the U.S. “What share-
holder would ever vote to incorpo-
rate in a country that taxes your
world-wide income?” the person
asked. Despite the move, the com-
pany said it had no plans for its exec-
utives to move to Ireland.

 —Joann S. Lublin contributed to
this article.

G
et

ty
Im

ag
es

T H E WA L L ST R E ET JO U R NA L . THURSDAY, MAY 28, 2009 7

MP-TURKEY.SI OT OT SVN 05/26 EUR 24.40 24.9 –29.4 –28.2

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 05/26 USD 11.40 30.7 –19.6 –7.7
Parex Caspian Sea Eq EU EQ LVA 05/26 EUR 2.87 36.7 –68.4 –46.3
Parex Eastern Europ Bd EU BD LVA 05/26 USD 11.40 30.7 –19.6 –7.7
Parex Russian Eq EE EQ LVA 05/26 USD 14.57 68.2 –55.2 –22.1

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 05/27 USD 135.35 22.1 –36.0 –16.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/27 USD 129.47 21.6 –36.5 –16.8
PF (LUX)-Biotech-Pca OT EQ LUX 05/26 USD 254.97 –10.6 –21.6 –8.9
PF (LUX)-CHF Liq-Pca CH MM LUX 05/26 CHF 124.10 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/26 CHF 93.67 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/26 USD 92.31 13.5 –25.3 –13.2
PF (LUX)-East Eu-Pca EU EQ LUX 05/26 EUR 209.26 56.7 –52.7 –30.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/27 USD 121.67 30.6 –43.7 –18.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/27 USD 392.63 29.1 –44.2 –18.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/26 EUR 82.80 8.3 –32.1 –24.6
PF (LUX)-EUR Bds-Pca EU BD LUX 05/26 EUR 369.01 –1.2 3.0 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/26 EUR 280.82 –1.2 3.0 1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/26 EUR 133.07 6.5 1.9 0.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/26 EUR 93.55 6.5 1.8 0.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/26 EUR 112.60 24.9 –20.0 –14.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/26 EUR 65.28 24.9 –20.0 –14.4
PF (LUX)-EUR Liq-Pca EU MM LUX 05/26 EUR 135.54 0.7 2.8 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/26 EUR 97.68 0.7 2.8 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/26 EUR 102.26 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/26 EUR 100.90 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/26 EUR 338.21 10.5 –35.6 –28.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/26 EUR 108.84 7.6 –32.6 –27.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/26 USD 213.42 12.7 5.0 4.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/26 USD 145.19 12.7 5.0 4.2
PF (LUX)-Gr China-Pca AS EQ LUX 05/27 USD 281.38 32.3 –26.1 –5.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/27 USD 275.87 44.0 –25.4 –11.9
PF (LUX)-Jap Index-Pca JP EQ LUX 05/27 JPY 8604.95 5.6 –34.8 –27.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/27 JPY 7495.94 2.7 –39.7 –32.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/27 JPY 7298.23 2.4 –40.1 –32.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/27 JPY 4140.76 5.5 –36.2 –28.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/27 USD 195.09 23.2 –36.5 –16.0
PF (LUX)-Piclife-Pca CH BA LUX 05/26 CHF 717.65 4.1 –10.0 –9.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/26 EUR 49.47 12.1 –25.7 –24.2
PF (LUX)-Rus Eq-Pca OT OT LUX 05/26 USD 41.46 81.5 –60.4 NS
PF (LUX)-Security-Pca GL EQ LUX 05/26 USD 81.41 13.9 –18.3 –14.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/26 EUR 368.53 12.9 –34.8 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 05/26 USD 83.89 2.7 –31.6 –18.6
PF (LUX)-USA Index-Pca US EQ LUX 05/26 USD 73.53 1.4 –32.7 –21.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/26 USD 505.77 –4.6 5.4 6.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/26 USD 371.12 –4.6 5.4 6.5
PF (LUX)-USD Liq-Pca US MM LUX 05/26 USD 130.75 0.4 1.6 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/26 USD 85.37 0.4 1.6 2.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/26 USD 101.51 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/26 USD 100.80 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/26 EUR 105.63 2.5 –24.1 –19.3
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 05/26 USD 43.26 4.2 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 05/26 USD 9.98 27.3 –24.6 –17.1
Japan Fund USD JP EQ IRL 05/27 USD 15.09 2.7 –10.9 –8.0
Polar Healthcare Class I USD OT OT IRL 05/26 USD 10.50 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/26 USD 10.51 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 05/26 EUR 580.32 3.0 –33.7 NS

Core Eurozone Eq B EU EQ IRL 05/26 EUR 683.78 4.0 –32.6 NS

Euro Fixed Income A EU BD IRL 05/26 EUR 1133.80 0.2 –7.5 –5.3

Euro Fixed Income B EU BD IRL 05/26 EUR 1206.09 0.4 –6.9 –4.7

Euro Small Cap A EU EQ IRL 05/26 EUR 969.87 14.4 –37.8 –33.7

Euro Small Cap B EU EQ IRL 05/26 EUR 1035.20 14.7 –37.4 –33.3

Eurozone Agg Eq A EU EQ IRL 05/26 EUR 534.36 7.5 –34.9 –28.6

Eurozone Agg Eq B EU EQ IRL 05/26 EUR 765.21 7.8 –34.5 –28.2

Glbl Bd (EuroHdg) A GL BD IRL 05/26 EUR 1229.61 2.7 –4.2 –2.0

Glbl Bd (EuroHdg) B GL BD IRL 05/26 EUR 1300.47 2.9 –3.6 –1.4

Glbl Bd A EU BD IRL 05/26 EUR 1006.95 2.7 4.1 –1.6

Glbl Bd B EU BD IRL 05/26 EUR 1068.11 2.9 4.7 –1.1

Glbl Real Estate A OT EQ IRL 05/26 USD 664.38 –0.3 –47.0 –31.8

Glbl Real Estate B OT EQ IRL 05/26 USD 682.48 –0.1 –46.7 –31.4

Glbl Real Estate EH-A OT EQ IRL 05/26 EUR 613.01 –2.3 –45.4 –33.0

Glbl Real Estate SH-B OT EQ IRL 05/26 GBP 57.41 –3.2 –45.8 –32.6

Glbl Strategic Yield A EU BD IRL 05/26 EUR 1306.23 15.5 –13.2 –7.5

Glbl Strategic Yield B EU BD IRL 05/26 EUR 1392.73 15.8 –12.7 –6.9

Japan Equity A JP EQ IRL 05/26 JPY 11138.00 7.8 –33.6 –28.1

Japan Equity B JP EQ IRL 05/26 JPY 11829.00 8.0 –33.2 –27.7

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/26 USD 1633.85 27.0 –32.5 –15.9

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/26 USD 1737.39 27.3 –32.1 –15.4

Pan European Eq A EU EQ IRL 05/26 EUR 778.76 8.4 –34.5 –27.6

Pan European Eq B EU EQ IRL 05/26 EUR 827.19 8.6 –34.2 –27.2

US Equity A US EQ IRL 05/26 USD 707.62 5.7 –34.7 –21.1

US Equity B US EQ IRL 05/26 USD 754.96 6.0 –34.3 –20.7

US Small Cap A US EQ IRL 05/26 USD 1041.14 3.5 –34.8 –23.6

US Small Cap B US EQ IRL 05/26 USD 1111.43 3.8 –34.4 –23.1

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/27 SEK 64.50 7.2 –36.6 –29.3

Choice Japan Fd JP EQ LUX 05/27 JPY 47.25 5.1 –34.1 –29.4

Choice Jpn Chance/Risk JP EQ LUX 05/27 JPY 47.22 5.4 –42.0 –30.9

Choice NthAmChance/Risk US EQ LUX 05/27 USD 3.21 14.6 –37.2 –20.9

Europe 2 Fd EU EQ LUX 05/27 EUR 0.77 11.4 –38.0 –30.3

Europe 3 Fd EU EQ LUX 05/27 EUR 3.34 9.5 –39.2 –30.9

Global Chance/Risk Fd GL EQ LUX 05/27 EUR 0.50 6.2 –30.5 –25.2

Global Fd GL EQ LUX 05/27 USD 1.75 5.3 –38.0 –23.5

Intl Mixed Fd -C- NO BA LUX 05/27 USD 23.32 1.5 –29.2 –15.5

Intl Mixed Fd -D- NO BA LUX 05/27 USD 16.22 0.1 –30.2 –16.1

Wireless Fd OT EQ LUX 05/27 EUR 0.12 25.2 –24.9 –19.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/27 USD 5.79 27.8 –28.1 –13.7

Currency Alpha EUR -IC- OT OT LUX 05/27 EUR 10.58 –3.0 0.8 2.1

Currency Alpha EUR -RC- OT OT LUX 05/27 EUR 10.51 –3.2 0.4 1.7

Currency Alpha SEK -ID- OT OT LUX 05/27 SEK 98.51 –6.8 –3.1 NS

Currency Alpha SEK -RC- OT OT LUX 05/27 SEK 112.06 –3.2 0.4 1.7

Generation Fd 80 OT OT LUX 05/27 SEK 6.91 8.3 –21.0 NS

Nordic Focus EUR NO EQ LUX 05/27 EUR 62.28 24.8 –32.2 NS

Nordic Focus NOK NO EQ LUX 05/27 NOK 69.09 24.8 –32.2 NS

Nordic Focus SEK NO EQ LUX 05/27 SEK 70.72 24.8 –32.2 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/27 USD 1.47 6.1 –33.7 –22.9

Ethical Global Fd GL EQ LUX 05/27 USD 0.65 6.0 –36.6 –24.5

Ethical Sweden Fd NO EQ LUX 05/27 SEK 33.52 21.6 –18.4 –17.2

Europe Fd EU EQ LUX 05/27 USD 1.74 5.3 –31.2 –26.0

Index Linked Bd Fd SEK OT BD LUX 05/27 SEK 12.45 –2.3 1.0 2.9

Medical Fd OT EQ LUX 05/27 USD 2.68 –6.5 –21.6 –16.2

Short Medium Bd Fd SEK NO MM LUX 05/27 SEK 8.78 0.8 2.4 2.9

Technology Fd OT EQ LUX 05/27 USD 1.92 23.2 –27.4 –13.0

World Fd NO BA LUX 05/27 USD 1.77 6.7 –34.7 –19.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/27 EUR 1.27 0.1 0.6 1.6

Short Bond Fd SEK NO MM LUX 05/27 SEK 21.85 1.3 2.5 3.0

Short Bond Fd USD US MM LUX 05/27 USD 2.49 –0.1 0.8 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/27 SEK 9.91 –1.5 –3.2 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 05/27 SEK 8.58 –1.5 –3.2 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 05/27 SEK 24.81 –1.6 –3.3 –0.9

Alpha Bond Fd SEK -D- NO BD LUX 05/27 SEK 7.73 –1.6 –3.3 –0.9

Alpha Short Bd SEK -A- NO MM LUX 05/27 SEK 11.02 1.9 3.2 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/27 SEK 10.08 1.9 3.2 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/27 SEK 21.55 1.9 3.1 3.2

Alpha Short Bd SEK -D- NO MM LUX 05/27 SEK 8.16 1.9 3.1 3.2

Bond Fd SEK -C- NO BD LUX 05/27 SEK 41.48 –0.2 9.2 5.6

Bond Fd SEK -D- NO BD LUX 05/27 SEK 12.05 –3.4 5.7 3.3

Corp. Bond Fd EUR -C- EU BD LUX 05/27 EUR 1.13 3.2 –4.9 –2.5

Corp. Bond Fd EUR -D- EU BD LUX 05/27 EUR 0.86 3.2 –4.8 –2.7

Corp. Bond Fd SEK -C- NO BD LUX 05/27 SEK 10.98 2.2 –9.7 –4.6

Corp. Bond Fd SEK -D- NO BD LUX 05/27 SEK 8.30 –1.6 –13.0 –6.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/27 EUR 100.33 –3.4 2.4 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/27 EUR 104.75 1.1 6.9 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 05/27 SEK 1116.86 1.1 6.9 NS

Flexible Bond Fd -C- NO BD LUX 05/27 SEK 21.20 1.6 6.2 4.4

Flexible Bond Fd -D- NO BD LUX 05/27 SEK 11.60 –1.8 2.6 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/27 SEK 78.13 –2.4 –26.1 –15.4

Global Hedge I SEK -D- OT OT LUX 05/27 SEK 71.40 –2.4 –26.1 –16.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/27 USD 2.05 33.1 –34.9 –10.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/27 SEK 24.84 48.0 –9.7 –13.7

Europe Chance/Risk Fd EU EQ LUX 05/27 EUR 854.70 12.1 –41.7 –32.3

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 05/21 USD 946.15 0.6 –48.4 –13.8

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 05/26 EUR 27.39 –3.4 –7.5 –0.9

Bonds Eur Corp A OT OT LUX 05/25 EUR 21.53 3.8 –1.2 –1.4

Bonds Eur Hi Yld A OT OT LUX 05/26 EUR 16.25 22.3 –20.2 –15.1

Bonds EURO A OT OT LUX 05/26 EUR 39.42 –0.2 6.4 4.2

Bonds Europe A OT OT LUX 05/26 EUR 37.81 –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 05/25 USD 39.56 –0.7 0.4 7.8

Eq. China A OT OT LUX 05/26 USD 18.23 22.0 –29.3 –10.6
Eq. ConcentratedEuropeA OT OT LUX 05/26 EUR 22.72 10.3 –35.0 –27.9
Eq. Eastern Europe A OT OT LUX 05/25 EUR 17.47 32.2 –55.9 –32.4
Eq. Equities Global Energy OT OT LUX 05/26 USD 15.66 9.8 –46.5 –15.1
Eq. Euroland A OT OT LUX 05/26 EUR 9.27 1.2 –35.5 –28.6
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/26 EUR 15.27 11.2 –32.1 –21.6
Eq. EurolandFinancialA OT OT LUX 05/25 EUR 9.35 11.0 –40.7 –34.2
Eq. Glbl Emg Cty A OT OT LUX 05/26 USD 7.85 31.4 –39.6 –14.4
Eq. Global A OT OT LUX 05/26 USD 22.26 5.8 –37.2 –24.6
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 05/26 USD 25.98 24.3 –16.6 2.5
Eq. Japan Sm Cap A OT OT LUX 05/26 JPY 954.40 5.4 –31.7 –33.1
Eq. Japan Target A OT OT LUX 05/27 JPY 1676.19 7.1 –13.8 –16.3
Eq. Pacific A OT OT LUX 05/26 USD 7.63 19.5 –36.0 –15.9
Eq. US ConcenCore A OT OT LUX 05/26 USD 18.63 14.7 –24.0 –14.9
Eq. US Lg Cap Gr A OT OT LUX 05/26 USD 12.54 16.3 –37.0 –20.5
Eq. US Mid Cap A OT OT LUX 05/26 USD 22.88 14.2 –38.4 –17.2
Eq. US Multi Strg A OT OT LUX 05/26 USD 17.26 8.1 –37.9 –24.0
Eq. US Rel Val A OT OT LUX 05/26 USD 16.40 5.6 –39.3 –29.1
Eq. US Sm Cap Val A OT OT LUX 05/26 USD 12.90 –0.3 –43.9 –32.3
Eq. US Value Opp A OT OT LUX 05/26 USD 13.46 3.8 –42.4 –31.5
Money Market EURO A OT OT LUX 05/26 EUR 27.31 0.7 3.3 3.7
Money Market USD A OT OT LUX 05/26 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 05/27 JPY 8547.00 –0.7 –39.4 –34.9
YMR-N Japan Fund OT OT IRL 05/27 JPY 9696.00 2.7 –36.5 –31.0
YMR-N Low Price Fund OT OT IRL 05/27 JPY 13100.00 0.9 –35.0 –30.0
YMR-N Small Cap Fund OT OT IRL 05/27 JPY 6132.00 –4.5 –38.7 –35.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/27 JPY 4062.00 –3.4 –46.8 –35.7
Yuki 77 General JP EQ IRL 05/27 JPY 6151.00 4.2 –38.5 –31.1
Yuki 77 Growth JP EQ IRL 05/27 JPY 5770.00 –2.5 –41.9 –36.2
Yuki 77 Income AS EQ IRL 05/27 JPY 4619.00 –9.7 –40.4 –31.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/27 JPY 6412.00 2.8 –37.2 –32.3
Yuki Chugoku Jpn Gro JP EQ IRL 05/27 JPY 4760.00 –6.9 –42.8 –34.3
Yuki Chugoku JpnLowP JP EQ IRL 05/27 JPY 7938.00 –3.1 –31.1 –27.7
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 05/27 JPY 6772.00 0.0 –40.3 –33.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/27 JPY 4475.00 –1.6 –43.4 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 05/27 JPY 5142.00 –2.6 –36.1 –29.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/27 JPY 4504.00 –4.3 –37.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/27 JPY 4220.00 –0.7 –46.6 –35.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/27 JPY 4365.00 –2.8 –47.9 –38.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/27 JPY 6274.00 2.8 –42.5 –33.4
Yuki Mizuho Jpn Gen OT OT IRL 05/27 JPY 8245.00 2.8 –36.7 –32.3
Yuki Mizuho Jpn Gro OT OT IRL 05/27 JPY 6158.00 –1.5 –37.8 –34.2
Yuki Mizuho Jpn Inc OT OT IRL 05/27 JPY 7663.00 –3.6 –37.8 –30.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/27 JPY 4976.00 –0.2 –38.3 –31.7
Yuki Mizuho Jpn LowP OT OT IRL 05/27 JPY 11402.00 0.6 –28.2 –27.0
Yuki Mizuho Jpn PGth OT OT IRL 05/27 JPY 7637.00 0.0 –41.9 –35.0
Yuki Mizuho Jpn SmCp OT OT IRL 05/27 JPY 6053.00 –1.3 –40.1 –35.7
Yuki Mizuho Jpn Val Sel OT OT IRL 05/27 JPY 5450.00 4.9 –35.0 –28.6
Yuki Mizuho Jpn YoungCo OT OT IRL 05/27 JPY 2495.00 4.5 –46.4 –43.7

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/27 JPY 4708.00 4.6 –43.3 –34.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/27 JPY 5205.00 2.1 –38.3 –32.7

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 03/31 USD 33.60 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 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 2.8 NS NS
Global Absolute USD OT OT GGY 05/15 USD 1.81 2.7 NS NS

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 –7.3 –25.6 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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

By Jonathan Buck

International air traffic in April
declined less than in preceding
months, but the head of the Interna-
tional Air Transport Association
warned Wednesday that there was
no indication that a recovery was
about to start.

“The worst may be over,” IATA Di-
rector General Giovanni Bisignani
said in a statement. “However, we
have not yet seen any signs that re-
covery is imminent.”

International air traffic, mea-
sured in revenue passenger kilome-
ters, in April fell 3.1% from a year ear-
lier following an 11.1% drop in
March, IATA said. However, the in-

dustry group cautioned that last
month’s figures were skewed by the
inclusion of Easter holidays, which
boosted the numbers by at least two
percentage points.

It added that preliminary data
for May suggest a renewed double-
digit decline, at least for European
airlines, which last month saw traf-
fic fall 2.7%, while capacity con-
tracted 2.6%. In North America,
traffic in April fell 4.2%, closely
matching a 4% cut in capacity. The
traffic figure compared to a 13.4%
drop in March and was attributed
to an acceleration of fare discount-
ing on North Atlantic routes.

Traffice in the Asian-Pacific re-
gion fell 8.6% despite a 7.4% reduc-
tion in capacity.

Middle Eastern carriers con-
tinue to buck the trend. They saw
traffic rise 11.2% and added 12.3% in
capacity. For Latin American carri-
ers traffic increased 7.5%, outstrip-
ping a 6% capacity expansion.

Traffic gains were at the expense
of yields in most regions. The de-
cline in traffic overall still out-
stripped a 2.5% cutback in capacity.
The average passenger load factor,
which measures how full an airline’s
planes are, climbed to 74.4% in April
from 72.1% a month earlier.

Cargo traffic in April dropped
21.7% from a year earlier, the fifth
straight month of year-on-year de-
clines of more than 20%, which IATA
said appeared to be a solid floor.

Air travel shows no sign of recovery

Lockheed wins secrets trial
L-3 plans to appeal
verdict requiring it
to pay $30 million

CORPORATE NEWS

Électricité de France
Électricité de France SA plans to

raise about Œ1 billion ($1.4 billion)
through a bond offering targeted at
the country’s small savers and inves-
tors. In an interview on French radio
Wednesday, Pierre Gadonneix said
the bond would be used to finance
the renovation of electric plants in
France. “We need to build plants
that generate electricity from re-
newable-energy sources. So we’re
looking at 10, 15 years of heavy in-
vestment programs in the electric-
ity sector,” he said. The bonds will
be offered to French retail investors
from June 17 to July 10, and will have
a maturity of four or five years, he
said, without specifying the interest
rate they would pay. The utility has
raised more than Œ11 billion over the
last six months through bonds sold
to institutional investors.

By Nitin Luthra

NEW DELHI—The Indian air
force has completed the evalua-
tion of six types of fighter jets from
U.S. companies Lockheed Martin
Corp. and Boeing Co. and other

manufacturers for a contract val-
ued at more than $10 billion.

India also invited bids, valued
at an estimated $2 billion, for 22
combat helicopters and for 15
heavy-lift helicopters.

India plans to buy 126 jets and
the helicopters to modernize its
mainly Soviet-vintage defense
fleet. The Indian air force has 1,700
aircraft, including helicopters and
transport planes, according to its
Web site.

Lockheed’s F-16 Falcon, Boe-
ing’s F/A-18, Russian Aircraft
Corp.’s MIG-35, Saab AB of Swe-
den’s JAS-39 Gripen, the Euro-
fighter Typhoon and Dassault Avi-
ation SA’s Rafale are in the run-
ning for the fighter-jet contract.
The Eurofighter is a program of
Britain, Germany, Italy and Spain.
Dassault was allowed to rejoin the
bidding process after an earlier
bid by the French company was re-
jected because of noncompliance
with some operational require-

ments.
Air force chief Fali Homi Major

told reporters Wednesday that the
Defense Ministry is expected to
clear the report on the jets soon
and that field tests can begin
within three months after ministry
approval.

Russia’s Kamov OAO and Mil
Moscow Helicopter Plant JSC, the
AgustaWestland unit of Italy’s Fin-
meccanica SpA, and the Bell Heli-
copter unit of the U.S.’s Textron
Inc. have expressed interest in the
attack-helicopter contract. The Eu-
rocopter unit of European Aero-
nautic Defence & Space Co. has
pitched its Tiger attack helicopter
for the contract, while Boeing is of-
fering its Apache AH-64D Long-
bow model.

For the heavy-lift helicopter,
Boeing is pitching its twin-rotor
Chinook. Sikorsky Aircraft, a unit
of United Technologies Corp. of
the U.S., also plans to bid.

India moves forward on fighter-jet contract

Lockheed Martin’s spat with L-3 Communications revolved around data linked to
the P-3 patrol aircraft. A German navy P-3 is shown above landing in November.
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—Compiled from staff
and wire service reports.

Air Berlin PLC

German carrier Air Berlin PLC
said Wednesday its first-quarter net
loss widened because of a drop in
passengers and travelers, who have
become reluctant to spend amid the
economic crisis. The Berlin-based
airline said it lost Œ88.4 million
($123.6 million) in the first three
months of the year compared with a
loss of Œ59.6 million a year earlier.
The number of passengers dropped
6.2% in the quarter to 5.5 million.
“The reduced branchwide demand
for flight services, in combination
with the Easter flight season falling
in April rather than in the first quar-
ter, contributed to this develop-
ment,” the airline said. Revenue im-
proved, however, rising 1.2% to Œ661
million thanks to improved average
earnings per passenger, the com-
pany said.

Bank of New York Mellon Corp.

A Russian judge Wednesday ad-
journed a $22.5 billion suit brought
against Bank of New York Mellon
Corp. by the country’s customs ser-
vice until June 10, asking the two
sides to reach a settlement by that
date. Russia’s Federal Customs Ser-
vice is seeking to recover damages
related to a U.S. Justice Department
investigation in which a BoNY vice
president allegedly helped to trans-
fer $7 billion out of Russia in the late
1990s. The Moscow Arbitration
Court judge has been encouraging
the two sides to reach a settlement
since November. The bank said the
custom service’s claims are merit-
less, but that it is “open to reason-
able discussions” to reach a settle-
ment. Steven Marks, who is repre-
senting the customs service, ac-
cused BoNY of showing a “lack of
any good faith.”

BT Group PLC

U.K. telecommunications com-
pany BT Group PLC has scrapped
pay rises and most bonuses for
2008, which was marred by the poor
performance of its Global Services
division. “There are no bonuses re-
lating to financial targets ... as all fi-
nancial targets were missed,” BT
said. Chief Executive Ian Livingston
will receive a £343,000 ($546,296)
bonus for the year, based on his per-
formance relating to customer ser-
vice and environmental and social
measures. He will convert this bo-
nus into shares. Hanif Lalani, the
head of Global Services, asked not to
be considered for a bonus. Previous
Chief Executive Ben Verwaayen re-
ceived a termination payment of
£700,000, a £300,000 bonus and a
£277,000 salary for the period he
worked in 2008-2009.

France Télécom SA
France Télécom SA dropped its

attempt to buy out minority share-
holders in the mobile-phone unit of
Egyptian affiliate Mobinil, after the
Cairo stock-exchange regulator re-
jected the French company’s pro-
posed offer. France Télécom said it
is exploring all legal options, as the
regulator also hasn’t enforced execu-
tion of an international arbitrator’s
ruling against its Egyptian partner,
Orascom Telecom Holdings (S.A.E).
The dispute stems from a March rul-
ing by the International Chamber of
Commerce ordering Orascom to sell
France Télécom its 28.75% stake in
Mobinil for Œ530 million ($741 mil-
lion), giving the French company
full control. Orascom hasn’t handed
over the shares and the regulator
hasn’t required it to do so.

By Andy Pasztor

Lockheed Martin Corp. won a
$30 million jury verdict against L-3
Communications Corp. over the
use of Lockheed proprietary data to
refurbish P-3 maritime patrol air-
craft for South Korea.

Capping a roughly three-week
trial in Atlanta federal district
court, the jury last week found that
L-3 violated a Georgia trade-se-
crets statute and breached a nondis-
closure agreement in connection
with its work as a subcontractor to
Korea Aerospace Industries Ltd.
The work on the 2004 contract
with the South Korean government
involved upgrading the avionics
and other parts of that country’s
fleet of P-3 aircraft.

Although the jury concluded
that L-3 willfully and maliciously
misused Lockheed’s data, it didn’t
award punitive damages. As part of
the verdict, Lockheed won the right
to a permanent injunction barring
L-3 from improper use of P-3 data
in the future.

An L-3 spokeswoman said Tues-
day the company intends to file an
appeal.

L-3 had argued that the data at
issue were readily available
through proper means for many
years. In response, Lockheed pro-
duced evidence indicating that
over the years the company took
vigorous steps—including sending
out a cease-and-desist letter—to
prevent companies from improp-
erly distributing or using its P-3
proprietary data.

The P-3, which was designed by
Lockheed, is used by the U.S. Navy
and international customers.

Before trial, U.S. District Court
Judge Charles Pannell Jr. dis-

missed L-3’s claims that Lockheed
committed corporate libel as part
of its campaign to protect data.

After Lockheed initiated its ac-
tion, L-3 filed a lawsuit alleging
that Lockheed breached some
agreements and tried to stifle com-
petition to protect P-3 data.

The L-3 spokeswoman said the
jury awarded $30 million in dam-
ages for “misusing” some Lock-
heed data and $7.2 million in dam-
ages for other claims alleging
breach of agreements. But she said
the jury stipulated the total award
as $30 million.

Nationwide Building Society

Net profit declines 67%
amid provisions, bad debts

U.K. mortgage lender Nation-
wide Building Society reported a
67% drop in net profit for the fiscal
year, hit by bad debts and the cost of
contributions for government insur-
ance against losses, and said 2009
and 2010 will continue to present a
difficult trading environment. Net
profit fell to £162 million ($258 mil-
lion) in the year ended April 4 from
£495 million a year earlier. Net inter-
est income declined 2.1% to £1.76 bil-
lion. Nationwide recorded impair-
ment losses on loans and advances
of £394 million, up from £106 mil-
lion, and made additional provi-
sions for liabilities of £249 million.
A contribution of £241 million to the
government’s financial-services in-
surance plan also dented profit.

Sanofi-Aventis SA

The vaccines division of French
pharmaceutical company Sanofi-
Aventis SA said Wednesday it has re-
ceived the key ingredient to make a
swine-flu vaccine. Sanofi Pasteur
said the so-called seed virus pro-
vided by the U.S. Centers for Disease
Control and Prevention allows it to
begin a development process, ex-
pected to take about two weeks, in
preparation for industrial produc-
tion of the vaccine. Sanofi Pasteur
said it will be prepared to begin
mass production “as soon as di-
rected by public health agencies.”
But it will likely take months to
make the first batches of the vac-
cine. The World Health Organiza-
tion hasn’t yet asked vaccine mak-
ers to start making a swine-flu vac-
cine, which would affect production
of regular-flu vaccine.

Staples Inc.

Staples Inc.’s fiscal first-quarter
earnings fell 33% as consumers
shunned bigger-ticket items like of-
fice furniture. Aside from the down-
sizings and closings of businesses
that have come with the recession,
Staples faces competition from
lower-cost vendors, ranging from
online discounters to giants like
Wal-Mart Stores Inc. The office-sup-
ply retailer reported a profit of
$143 million, or 20 cents a share,
for the quarter ended May 2, com-
pared with $212.3 million, or 30
cents a share, a year earlier. The lat-
est quarter included two cents in
charges from its acquisition of Cor-
porate Express last year. Revenue
increased 19% to $5.82 billion, but
fell 16% if results from Corporate Ex-
press were included.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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Short Mat Dollar I US BD LUX 05/26 USD 6.69 0.5 –12.9 –10.7

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 05/26 GBP 6.73 1.1 –24.8 –15.6
Andfs. Borsa Global GL EQ AND 05/26 EUR 5.48 –5.6 –36.9 –25.4
Andfs. Emergents GL EQ AND 05/26 USD 13.06 30.6 –37.8 –13.7
Andfs. Espanya EU EQ AND 05/26 EUR 10.78 –0.4 –31.5 –21.6
Andfs. Estats Units US EQ AND 05/26 USD 12.31 0.9 –34.6 –21.5
Andfs. Europa EU EQ AND 05/26 EUR 6.56 1.2 –32.6 –24.5
Andfs. Franca EU EQ AND 05/26 EUR 8.21 –0.9 –33.6 –26.7
Andfs. Japo JP EQ AND 05/26 JPY 458.00 4.5 –34.3 –28.2
Andfs. Plus Dollars US BA AND 05/26 USD 8.49 0.7 –18.9 –11.0
Andfs. RF Dolars US BD AND 05/26 USD 10.52 2.9 –8.0 –3.3
Andfs. RF Euros EU BD AND 05/26 EUR 9.44 5.4 –12.7 –8.7
Andorfons EU BD AND 05/26 EUR 12.62 5.8 –14.8 –11.0
Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1
Andorfons Mix 30 EU BA AND 05/26 EUR 8.21 1.4 –25.3 –17.0

Andorfons Mix 60 EU BA AND 05/26 EUR 7.87 –3.2 –34.6 –23.4

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 05/27 EUR 9.80 –2.7 –4.2 –2.1
DJE-Absolut P GL EQ LUX 05/27 EUR 182.77 4.3 –22.0 –14.5
DJE-Alpha Glbl P EU BA LUX 05/27 EUR 159.89 3.9 –17.7 –11.1
DJE-Div& Substanz P GL EQ LUX 05/27 EUR 186.19 6.5 –19.4 –12.8
DJE-Gold&Resourc P OT EQ LUX 05/27 EUR 149.09 14.1 –22.3 –5.8
DJE-Renten Glbl P EU BD LUX 05/27 EUR 123.29 3.0 1.9 0.5
LuxPro-Dragon I AS EQ LUX 05/27 EUR 124.01 33.6 –13.0 –3.2
LuxPro-Dragon P AS EQ LUX 05/27 EUR 121.03 33.4 –13.4 –4.2
LuxTopic-Aktien Europa EU EQ LUX 05/27 EUR 15.04 5.0 –14.0 –8.5
LuxTopic-Pacific AS EQ LUX 05/27 EUR 12.54 38.6 –31.8 –19.9

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

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 05/19 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 05/26 USD 289.48 17.9 –7.5 –2.8
Sel Emerg Mkt Equity GL EQ GGY 05/26 USD 163.51 24.8 –38.6 –15.3
Sel Euro Equity EUR US EQ GGY 05/26 EUR 80.34 6.9 –39.3 –29.5
Sel European Equity EU EQ GGY 05/26 USD 148.88 8.3 –44.8 –28.0
Sel Glob Equity GL EQ GGY 05/26 USD 154.79 7.8 –39.7 –26.4
Sel Glob Fxd Inc GL BD GGY 05/26 USD 129.18 0.2 –14.3 –3.9
Sel Pacific Equity AS EQ GGY 05/26 USD 107.20 18.6 –37.6 –17.0
Sel US Equity US EQ GGY 05/26 USD 104.04 3.3 –34.8 –23.0
Sel US Sm Cap Eq US EQ GGY 05/26 USD 140.03 7.1 –35.6 –26.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/25 EUR 292.71 0.3 –14.6 –9.9
EPB Flexible 50/50 OT OT LUX 05/25 EUR 217.83 0.8 –21.2 –15.1
KBC Eq (L) Europe EU EQ LUX 05/26 EUR 422.13 8.6 –37.3 –28.7
KBC Eq (L) Japan JP EQ LUX 05/26 JPY 16342.00 –2.3 –36.6 –31.1
KBC Eq (L) NthAmer EUR US EQ LUX 05/26 EUR 464.40 1.7 –36.3 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/26 USD 678.93 2.3 –34.4 –20.9
KBL Key America EUR US EQ LUX 05/25 EUR 326.13 2.3 –41.0 –24.9
KBL Key America USD US EQ LUX 05/25 USD 344.79 3.6 –39.6 –23.4

KBL Key East Europe EU EQ LUX 05/25 EUR 1529.16 44.5 –51.1 –28.3
KBL Key Eur Sm Cie EU EQ LUX 05/25 EUR 716.95 14.0 –41.7 –33.2
KBL Key Europe EU EQ LUX 05/25 EUR 537.48 3.6 –31.7 –26.0
KBL Key Far East AS EQ LUX 05/25 USD 1120.54 24.2 –32.0 –17.8
KBL Key Major Em Mkts GL EQ LUX 05/25 USD 482.51 40.8 –45.1 –16.8
KBL Key NaturalRes EUR OT EQ LUX 05/25 EUR 407.25 19.6 –34.1 –15.9
KBL Key NaturalRes USD OT EQ LUX 05/25 USD 433.88 20.4 –41.4 –14.2

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 05/22 USD 44.58 18.0 –38.5 –16.7
LG Asian SmallerCo's AS EQ BMU 05/26 USD 75.48 36.9 –40.8 –31.7
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 05/26 EUR 23.19 –11.6 –58.1 –48.7
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Moody’s downgrades Sony
for first time since 2005

Structured products reborn
Brokers pitch anew
after a woeful 2008;
safety a selling point

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

Caltex Australia to buy
Exxon gasoline stations

By Larry Light

Wall Street burned thousands of
investors with so-called structured
products that were supposed to pro-
vide healthy profits and limit losses.
Brokers, hoping investors’ memo-
ries are short, are pushing these
high-fee products again with safety
as the big selling point.

Overall, investors purchased
$5.9 billion of structured products
in last year’s fourth quarter, down
75% from 2008’s first quarter, ac-
cording to data provider mtn-i.
Sales have started to nudge upward,
rising 7% compared with the fourth
quarter, though they are still way
down from a year ago.

“There’s more appetite for them
today than we had six months ago,”
says Lori Heinel, a Citi Private Bank
managing director who oversees
structured products.

But the action now is with the
safer kinds, called principal-pro-
tected notes and return-enhanced
notes. They have dethroned once-
popular reverse convertibles, bond
instruments that last year often
posted losses worse than the mar-
ket’s.

Brokers are eager to sell these
structured products because com-
missions are high, but they face ex-
plaining why many of these prod-
ucts didn’t perform as advertised.

They also must convince clients
that the firms behind these prod-
ucts are solid. Investors who bought
products backed by firms that
failed, such as Lehman Brothers
Holdings Inc., have big losses.

Structured products are distant
cousins to other derivatives such as
credit-default swaps and collateral-
ized debt obligations that helped
sink the world financial system last
year.

U.S. President Barack Obama’s ad-
ministration has said it wants tighter
regulation of derivatives, and struc-
tured products may well be swept up

in that. The Norwegian government
last year banned selling structured
products to individuals, reasoning
they were too complex for people to
understand the risks.

Before the bear market hit, struc-
tured products sold well. Sales
surged from $62 billion in 2006 to
$105 billion in 2007, then lost alti-
tude as 2008 wore on, finishing at
$70 billion.

Unlike, say, mutual funds, struc-
tured products aren’t a portfolio of
securities. Instead, they are a con-
tract in which the issuer, often an in-
vestment bank, promises to pay the
purchaser specific payments in spe-
cific circumstances.

When Lehman Brothers, which
floated at least $900 million in struc-
tured products last year, filed for
bankruptcy in September, investors
sustained big losses. Many are hop-
ing to recover just 20% of their in-
vestment, says John Barry, chief ex-
ecutive of fixed-income trading plat-
form Bonds.com.

Jay Wang, a 33-year-old oncolo-
gist, and his brother Jimmy, 32, a
dental student, last year invested al-
most $70,000 in Lehman principal-
protected notes, glad to be in one of
the safest structured products.
Now, what is left of their money is
mired in court.

The brothers, who bought the
notes through a Houston branch of-
fice of UBS Financial Services, have
filed an arbitration complaint
against UBS with the Financial In-
dustry Regulation Authority, in a
bid to get their money back.

UBS declined to comment.
Some of the worst blow-ups oc-

curred with reverse convertibles,
perhaps the most risky structured
product.

Following a single well-known
stock such as Apple Inc. or AT&T
Inc., these instruments are short-

term bonds that give fat interest yet
slam investors if the underlying
stock tanks.

Instead of getting their money
back, investors receive the shriv-
eled shares, valued at far less than
the principal.

“Reverse convertibles are dead,”
says Mr. Barry of Bonds.com. “They
burned people badly.”

Dominic Annino, a retired con-
tractor now 78 years old, invested
$300,000 in two reverse convert-
ibles offered by Wells Fargo Invest-
ments.

Half of it was in reverse convert-
ibles tied to Jet Blue stock; the other
half was linked to IndyMac Bancorp
stock.

In an arbitration complaint filed
with Finra, the Santa Monica, Calif.,
man claims he insisted to the Wells
Fargo broker that he wanted noth-
ing to do with the stock market and
was misled about how the instru-
ments were connected to it. The bro-
ker told him he was investing in tri-
ple-A bonds of these companies, he
contends.

The holdings paid an appealing
16% and 17% annually. But when they
matured after six months in late
2007, JetBlue and IndyMac stock
had tumbled and Mr. Annino ended
up losing money.

Mr. Annino says he didn’t know
that, if the stock fell to a certain
point, known as the “knock-in”
level, he would be force-fed those
lower-value shares, in lieu of his
principal.

Mr. Annino found himself the un-
willing owner of JetBlue shares,
down 36%, and IndyMac, off 34%,
the complaint says. Wells Fargo
says it disputes the claims and will
“vigorously defend” itself.

Among the most popular struc-
tured products these days are princi-
pal-protected notes where most of the
initial investment is put into federally
insured certificates of deposit to add
another layer of protection. The rest is
invested in securities that track stock-
marketindexes.In thepast, thisprinci-
pal had been invested partly in the is-
suers’ zero-coupon bonds.

With these products, investors
are shielded from market losses but
only get a bit of upside if markets re-
bound sharply—perhaps half the
Standard & Poor’s 500-stock index’s
gains. While they generally didn’t
harm investors in 2008, their sales
also dropped because of the taint
from other structured products.

“They are a conservative way to
play the market, especially in the CD
format,” says Phillipe El-Asmar,
head of investor solutions at Bar-
clays PLC’s Barclays Capital.
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By Ross Kelly

And Cynthia Koons

SYDNEY—Caltex Australia Ltd.
said it has agreed to acquire all of
Exxon Mobil Corp.’s Australian gaso-
line stations for around 300 million
Australian dollars (US$236 mil-
lion), boosting its retail market
share considerably.

The deal could face competition
concerns, with one key lawmaker

quick to criticize
t h e m a r k e t
strength of the big-
gest players in the
retail gasoline sec-

tor. Caltex urged regulators to ap-
prove the deal.

The planned transaction comes as
little surprise, with analysts and me-
dia previously speculating that Exxon
Mobil would look to sell its smaller-
scale Australian marketing business
amid tough retail conditions and a
squeeze in regional refiner margins.

Caltex, which is 50%-owned by
Chevron Corp., said it will fund the
acquisition of the 302 filling station
sites from internal cash flow and
doesn’t plan to raise capital.

The company will spend another
A$180 million upgrading and re-
branding the stations over the next
five years and said the deal will in-
crease its retail market share in Aus-
tralia to 22% from 16%.

Caltex said the transaction will
put its market share on a par with re-
tailing giants Woolworths Ltd. with
22%, and Coles, owned by Wesfarm-
ers Ltd., with 22%, and just ahead of
BP PLC with 19%.

Woolworths and Caltex already
have a partnership whereby 133 of
the 540 Woolworths sites are either
owned by Caltex or leased to Wool-
worths by Caltex.

Caltex didn’t include these sites
in its existing 16% market share fig-
ure, but Des King, Caltex’s outgoing
chief executive, said Woolworths
sets the pricing at all 540 sites re-
gardless of who owns them.

Mr. King said the company has al-
ready held preliminary discussions
with Australia’s competition regula-
tor ahead of a formal evaluation pro-
cess.

The deal also requires approval
from Australia’s Foreign Invest-
ment Review Board.

The planned deal quickly at-
tracted the attention of indepen-
dent Sen. Nick Xenophon, who said
it will “mean less competition in the
fuel market and ultimately higher
prices for consumers.”

Mr. Xenophon can’t directly influ-
ence the outcome of the regulator’s
decision on the deal, but his com-
ments add to lawmakers’ concerns
about Coles and Woolworth’s influ-
ence on gasoline prices.

Some of the worst
blow-ups occurred
with reverse
convertibles.
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Springtime for 
structured products
These exotic securities lost 
their popularity late last year, 
but now are gaining sales again.

2007 ’08

$40

30

20

10

0

billion

’09

Source: mtn-i

DEALS &
DEAL MAKERS

ASSOCIATED PRESS

TOKYO—Moody’s Investors Ser-
vice lowered its long-term debt rat-
ing on Sony Corp. by a notch to A3,
citing concerns about slumping elec-
tronics demand and intensifying
competition.

“The global recession has caused
a significant slowdown in demand
for Sony’s major electronics prod-
ucts, such as flat-panel display TVs
and digital still-cameras,” the U.S.
credit-rating company said.

It was the first downgrade for
Sony since December 2005, when it
received an A2 rating.

Moody’s also gave a “negative”
outlook for Sony, meaning the rat-
ing could be cut again.

The Japanese electronics and en-
tertainment company has been hit
by the global slowdown.

The appreciation of the yen,
which erodes the value of its over-
seas earnings, has hurt Tokyo-based
Sony, dragging it to its first annual
loss in 14 years for the fiscal year
ended March.

The maker of the PlayStation 3
game console and Bravia flat-panel
TVs lost 98.9 billion yen ($1.04 bil-
lion) for the fiscal year ended in
March.

Sony isn’t expecting a quick re-
covery and is projecting a 120 billion
yen loss for the fiscal year ending in
March 2010.

“These rating actions reflect
Moody’s concern that slowing
growth in demand and intensifying
competition in major electronics
products, as well as the strong yen,
will continue to pressure Sony’s
profitability,” Moody’s said.
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By David Wessel

The worst financial crisis since
the Great Depression is about to
prompt the most far-reaching reno-
vation of the rules and institutions
that regulate finance since the
1930s. And the change won’t wait for
the economy to recover. The Obama

administration is
rushing to finish a
proposal for reshap-

ing financial regulation and wants
Congress to act on it by the fall.

The current crisis exposed two
huge vulnerabilities. One is that a
handful of financial institutions
grew so large and so intertwined
that the failure of just one put the en-
tire world financial system at risk.
There are two basic never-again solu-
tions: either break them into smaller
pieces or better regulate them to
make them less prone to collapse.
The political winds in Washington
are blowing toward the latter.

The other vulnerability, as Fed-
eral Reserve Chairman Ben Bernanke
put it recently, is “that an approach
to supervision that focuses narrowly
on individual institutions can miss
broader problems that are building
up in the system.” Both in and out of
government, there’s a strong consen-
sus to name an overarching overseer
of financial stability—both to keep
an eye on institutions so big that
their collapse would hurt everyone
and to prevent and treat financial in-
fections spreading throughout the

system, such as complicated instru-
ments that imprudently rely on
house prices rising forever.

But who should be this financial
stability regulator? The growing
consensus, though not the universal
one, is the Fed, despite congres-
sional concerns that the Fed already
has too much power.

An alternative pushed by Sheila
Bair, head of the Federal Deposit In-
surance Corp., would create a council
ofregulators and give it powerto over-
rule any individual regulator. The
White House and the Treasury dis-
miss this idea. The Fed itself displays
a delicious ambivalence. On one hand,
Fed officials express concern that if
they get the designation they will be
an easy target when the next crisis
hits.On the other,they recoil at the no-
tion that any other agency get the job.

But how much power to give the
Fed? Here’s where it gets interest-
ing. In the past week, two private-
sector groups emphatically said the
Fed should be the sole financial sta-
bility regulator. The groups are the
Committee on Capital Markets Regu-
lation, a collection of Wall Street ex-
ecutives and academics led by Har-
vard law professor Hal Scott, and
the Squam Lake Group, 15 academ-
ics convened by Dartmouth finance
professor Kenneth French. Neither
could agree on what the Fed should
do beyond, as the Squam Lake
Group put it, “gathering, analyzing
and reporting information about sig-
nificant interactions between and

risks among financial institutions.”
The Fed now oversees big bank-

holding companies. The Capital Mar-
kets panel said the central bank
could supervise a designated set of
systemically important financial in-
stitutions of all kinds. Or it could su-
pervise all financial institutions of
any size. Or it could surrender direct
supervision for any individual institu-
tions to a new British-style Financial
Services Authority. Committee mem-
bers couldn’t decide. Three Squam
Lake Group members, speaking in
Washington, said the group hadn’t
reached consensus on whether the
Fed should have more or less author-
ity over individual institutions.

Within the White House, Treasury
and Fed, there’s a growing sense that
someone other than the Fed—per-
haps the FDIC—should get the chore
of closing or selling off big financial
institutions outside of bankruptcy, a
role the FDIC now plays for banks.
The appetite for demolishing exist-
ing agencies or, for instance, merging
the Securities and Exchange Commis-
sion and the Commodities Futures
Trading Commission has waned; the
politics are simply too tough.

So the big question is how the ad-
ministration, and eventually Con-
gress, will define the Fed’s financial-
stability job. The Fed could be in-
structed to prick asset bubbles be-
fore they explode, a prospect that
frightens the Fed because it may be
impossible. More likely, it will be
given the only slightly more limited

job of maintaining the financial
plumbing system, regulating big in-
stitutions and markets that could
threaten financial stability, and set-
ting the size of the capital cushion
big institutions must maintain.

But the details are crucial: Will the
Fed be told to make a list of “systemi-
cally important” institutions to over-
see? Or is such drawing of a circle
somewhere between impossible and
stupid? Will big firms have an unfair
advantage because markets know the
Fed will protect them? Or will they be
forced to hold more capital or pay
fees to the government? Will the Fed
become chief supervisor of big insur-
ers, who now have no federal regula-
tor? What about very big hedge
funds? Will the Fed be able to over-
rule other bank regulators or ban cer-
tain practices across all companies?
Will big diversified financial firms
still report to different regulators for
each line of business? Will the Fed sur-
render oversight of smaller banks or
consumer protection?

The reaction to the Great Depres-
sion gave us the Securities and Ex-
change Commission, created de-
posit insurance, divided commercial
banking from investment banking,
and shifted power inside the Fed to
Washington. The response to the
Great Panic of 2008 surely will bring
similarly long-lasting changes. We
just don’t yet what they will be.

Write to me at capital@wsj.com.
Discuss at wsj.com/capital.

U.S. set for new financial regulator, but who?

Expanding insurgency roils Somalia
New president’s efforts to establish peace run up against attacks by militant groups energized by foreign recruits

ECONOMY & POLITICS

CAPITAL

Somali Islamists loyal to the transitional federal government walk past bullet-riddled buildings during a patrol in northern
Mogadishu on Tuesday. President Ahmed, who took office in January, has pledged to bring peace and order to the country.
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BERLIN—Germany’s cabinet ap-
proved legislation that would
tighten gun restrictions, two
months after a teenager shot and
killed 12 people.

The law, which requires parlia-
mentary approval, would mean
stricter checks on weapons owners
and a higher age limit for users of
large-caliber weapons.

Calls for tougher laws followed
the March 11 shooting spree in
which Tim Kretschmer, 17 years old,
used a pistol taken from his father’s
bedroom to kill students and teach-
ers at his former school and else-
where before he killed himself.

The Interior Ministry said the leg-
islation also foresees an amnesty un-
der which people could hand in ille-
gally held weapons until the end of
2009. The government’s plan calls
for expanding inspections to deter-
mine whether people with weapons
licenses are locking up their guns at
home securely, as required.

The gun Mr. Kretschmer used
had been unsecured, but his father
had a permit to own it and belonged
to a local gun club.

Under the new law, the govern-
ment plans to increase to 18 from 14
the minimum age at which people
can use large-caliber weapons at
shooting clubs.

Germany moves
to tighten laws
over gun control

By Sarah Childress

Stepped-up attacks by Somali
militants are challenging the new
president’s campaign promises to
bring peace and order to the coun-
try.

President Sheikh Sharif Sheikh
Ahmed’s road map for stability in-
volved more public relations than
firepower: erode the popular base of
the country’s extremist Islamist in-
surgency and win over other, influ-
ential warlords.

But in recent weeks, Al Shabab, a
loose collection of Islamist mili-
tants including hardened insur-
gents, disaffected youth and other
extremists, has intensified its as-
saults. On Wednesday, nine people
died after insurgents fired mortars
at the presidential palace in Mogadi-
shu. The mortars missed their tar-
get and fell instead on a residential
area. The violence underscores the
difficult task for Mr. Ahmed, who
took office in January.

Somalia has long been a tangle of
shifting alliances. President Ahmed
was once part of a government that
declared jihad on its neighbor, Ethio-
pia. Now, he is a moderate working
for peace.

During his first few months in of-
fice, Mr. Ahmed pressed warlords—
many weary of fighting—to support
the administration. His government
and the United Nations say he is mak-
ing progress there.

The government’s broader strat-
egy has been to weaken Al Shabab
by providing opportunities for edu-
cation and jobs to young men who
might otherwise, in the words of a
government spokesman, be enlisted

by insurgents for “seventy dollars
and a mobile phone.”

Those plans are on hold, how-
ever, amid strife in the capital, Moga-
dishu. In recent weeks, Al Shabab
and another militant group, Hisb-ul-
Islam, banded together to overturn
the government, clashing with So-
mali forces in a fresh push toward
Mogadishu. The fighting has

prompted more than 45,000 Soma-
lis to flee the capital, according to
the United Nations Refugee Agency.

So far, Somali and African Union
forces have managed to keep the in-
surgents at bay, holding significant
portions of Mogadishu under gov-
ernment control.

But Mr. Ahmed’s government is
growing increasingly worried about

what it says is a new flow of foreign
fighters supporting the insurgency.
This week, Mr. Ahmed appealed to
the international community to
help stop the flow of foreign mili-
tants—some from Pakistan and the
U.S.—into the country.

The U.N.’s special representative
on Somalia, Ahmedou Ould-Abdal-
lah, who recently visited Mogadi-

shu, said foreign fighters have
blurred the lines defining the con-
flict. “We don’t know who is with
whom,” he said.

A spokesman for the govern-
ment, Abdirisak Aden, said the lead-
ership is committed to “dialogue
and reconciliation,” with any fac-
tion interested in helping to rebuild
the country. “But the government
needs to differentiate from these for-
eign fighters,” Mr. Aden said. “Our
concern is how to fight these ele-
ments.”

The international community
pledged more than $200 million in
assistance at a recent donor confer-
ence. It likely will take months for
that money to reach Somalia.

The African Union’s mission in
Somalia has slightly more than
4,000 troops charged with establish-
ing peace in Mogadishu. These
troops have become a target for in-
surgents, who lay roadside bombs
for their tanks.

Nicolas Bwakira, the special rep-
resentative for the mission, said the
recent attacks included some of the
worst violence he had seen in the
country since March 2007, after the
Ethiopians invaded and Somalia had
no effective government. But this
time, Mr. Bwakira said, the mili-
tants’ violence signaled their frus-
tration, not strength.

“We have a government sup-
ported by the population,” he said.
“The [insurgents] see that they are
losing ground. ... So in order to un-
dermine and derail the political pro-
cess they have to engage in a vicious
war.”

T H E WA L L ST R E ET JO U R NA L . THURSDAY, MAY 28, 2009 9

n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 05/26 USD 8.42 2.6 –35.8 –24.8
Am Blend Portfolio I US EQ LUX 05/26 USD 9.87 2.8 –35.2 –24.2
Am Growth A US EQ LUX 05/26 USD 24.41 6.6 –25.7 –14.4
Am Growth B US EQ LUX 05/26 USD 20.65 6.2 –26.5 –15.2
Am Growth I US EQ LUX 05/26 USD 26.92 6.9 –25.1 –13.7
Am Income A US BD LUX 05/26 USD 7.66 9.1 –3.7 –0.2
Am Income A2 US BD LUX 05/26 USD 16.69 9.7 –3.7 –0.2

Am Income B US BD LUX 05/26 USD 7.66 8.8 –4.4 –0.9
Am Income B2 US BD LUX 05/26 USD 14.45 9.4 –4.3 –0.9
Am Income I US BD LUX 05/26 USD 7.66 9.4 –3.1 0.4
Am Value A US EQ LUX 05/26 USD 7.25 0.6 –30.8 –22.9
Am Value B US EQ LUX 05/26 USD 6.72 0.1 –31.4 –23.6
Am Value I US EQ LUX 05/26 USD 7.77 0.9 –30.2 –22.2
Asian Technology A OT EQ LUX 05/26 USD 11.28 28.9 –28.0 –17.4
Asian Technology B OT EQ LUX 05/26 USD 9.93 28.5 –28.7 –18.2
Asian Technology I OT EQ LUX 05/26 USD 12.52 29.3 –27.4 –16.7
Emg Mkts Debt A GL BD LUX 05/26 USD 13.57 19.8 –4.3 –0.6
Emg Mkts Debt A2 GL BD LUX 05/26 USD 16.77 20.5 –4.1 –0.6
Emg Mkts Debt B GL BD LUX 05/26 USD 13.57 19.4 –5.3 –1.6
Emg Mkts Debt B2 GL BD LUX 05/26 USD 16.25 20.0 –5.1 –1.5
Emg Mkts Debt I GL BD LUX 05/26 USD 13.57 20.0 –3.8 –0.1
Emg Mkts Growth A GL EQ LUX 05/26 USD 25.21 25.8 –44.2 –19.0
Emg Mkts Growth B GL EQ LUX 05/26 USD 21.49 25.3 –44.8 –19.8
Emg Mkts Growth I GL EQ LUX 05/26 USD 27.81 26.2 –43.8 –18.3
Eur Growth A EU EQ LUX 05/26 EUR 6.10 9.5 –33.9 –26.0
Eur Growth B EU EQ LUX 05/26 EUR 5.52 9.1 –34.5 –26.7
Eur Growth I EU EQ LUX 05/26 EUR 6.62 9.8 –33.4 –25.4
Eur Income A EU BD LUX 05/26 EUR 5.52 11.5 –13.2 –7.9
Eur Income A2 EU BD LUX 05/26 EUR 10.32 12.1 –13.1 –7.9
Eur Income B EU BD LUX 05/26 EUR 5.52 11.3 –13.8 –8.6
Eur Income B2 EU BD LUX 05/26 EUR 9.65 11.8 –13.7 –8.6
Eur Income I EU BD LUX 05/26 EUR 5.52 11.8 –12.6 –7.4
Eur Strat Value A EU EQ LUX 05/26 EUR 7.19 3.3 –41.9 –32.4
Eur Strat Value I EU EQ LUX 05/26 EUR 7.32 3.5 –41.4 –31.8
Eur Value A EU EQ LUX 05/26 EUR 7.72 6.0 –36.9 –29.9

Eur Value B EU EQ LUX 05/26 EUR 7.14 5.5 –37.6 –30.6
Eur Value I EU EQ LUX 05/26 EUR 8.87 6.2 –36.4 –29.3
Gl Balanced (Euro) A EU BA LUX 05/26 USD 13.76 3.8 –28.6 –18.8
Gl Balanced (Euro) B EU BA LUX 05/26 USD 13.50 3.4 –29.3 –19.6
Gl Balanced (Euro) C EU BA LUX 05/26 USD 13.69 3.8 –28.7 –19.1
Gl Balanced (Euro) I EU BA LUX 05/26 USD 13.96 4.1 –28.0 –18.3
Gl Balanced A US BA LUX 05/26 USD 13.96 5.0 –29.8 –17.6
Gl Balanced B US BA LUX 05/26 USD 13.35 4.6 –30.5 –18.4
Gl Balanced I US BA LUX 05/26 USD 14.42 5.3 –29.3 –17.0
Gl Bond A US BD LUX 05/26 USD 8.63 2.4 –0.9 1.5
Gl Bond A2 US BD LUX 05/26 USD 14.60 2.7 –1.0 1.5
Gl Bond B US BD LUX 05/26 USD 8.63 2.1 –1.9 0.5
Gl Bond B2 US BD LUX 05/26 USD 12.86 2.3 –2.0 0.5
Gl Bond I US BD LUX 05/26 USD 8.63 2.6 –0.3 2.1
Gl Conservative A US BA LUX 05/26 USD 13.58 3.8 –16.0 –8.6
Gl Conservative A2 US BA LUX 05/26 USD 15.13 3.8 –16.0 –8.5
Gl Conservative B US BA LUX 05/26 USD 13.55 3.4 –16.8 –9.5
Gl Conservative B2 US BA LUX 05/26 USD 14.47 3.4 –16.8 –9.5
Gl Conservative I US BA LUX 05/26 USD 13.63 4.2 –15.3 –7.9
Gl Eq Blend A GL EQ LUX 05/26 USD 9.45 5.7 –45.9 –29.6
Gl Eq Blend B GL EQ LUX 05/26 USD 8.92 5.3 –46.5 –30.3
Gl Eq Blend I GL EQ LUX 05/26 USD 9.92 6.1 –45.5 –29.0
Gl Growth A GL EQ LUX 05/26 USD 33.65 4.3 –46.7 –28.8
Gl Growth B GL EQ LUX 05/26 USD 28.26 3.9 –47.2 –29.5
Gl Growth I GL EQ LUX 05/26 USD 37.18 4.7 –46.2 –28.2
Gl High Yield A US BD LUX 05/26 USD 3.50 22.4 –16.5 –8.8
Gl High Yield A2 US BD LUX 05/26 USD 7.11 23.4 –16.5 –8.8
Gl High Yield B US BD LUX 05/26 USD 3.50 21.8 –17.6 –9.8

Gl High Yield B2 US BD LUX 05/26 USD 11.49 22.9 –17.5 –9.7
Gl High Yield I US BD LUX 05/26 USD 3.50 22.8 –15.9 –8.2
Gl Value A GL EQ LUX 05/26 USD 9.09 7.1 –45.3 –30.6
Gl Value B GL EQ LUX 05/26 USD 8.40 6.6 –45.9 –31.3
Gl Value I GL EQ LUX 05/26 USD 9.62 7.4 –44.9 –30.0
India Growth A EA EQ LUX 05/22 USD 82.51 42.8 –26.4 –5.8
India Growth B EA EQ LUX 05/22 USD 70.97 42.3 –27.2 –6.8
India Growth I EA EQ LUX 05/22 USD 85.26 43.0 –26.2 –5.6
Int'l Health Care A OT EQ LUX 05/26 USD 110.65 –5.8 –22.7 –19.2
Int'l Health Care B OT EQ LUX 05/26 USD 93.90 –6.1 –23.4 –20.0
Int'l Health Care I OT EQ LUX 05/26 USD 120.32 –5.5 –22.0 –18.6
Int'l Technology A OT EQ LUX 05/26 USD 81.71 11.7 –35.7 –18.9
Int'l Technology B OT EQ LUX 05/26 USD 71.23 11.3 –36.3 –19.7
Int'l Technology I OT EQ LUX 05/26 USD 91.19 12.1 –35.1 –18.2
Japan Blend A JP EQ LUX 05/26 JPY 5768.00 7.5 –37.0 –29.6
Japan Growth A JP EQ LUX 05/26 JPY 5650.00 1.6 –37.3 –30.3
Japan Growth I JP EQ LUX 05/26 JPY 5785.00 1.9 –36.8 –29.7
Japan Strat Value A JP EQ LUX 05/26 JPY 5817.00 12.8 –37.6 –29.4
Japan Strat Value I JP EQ LUX 05/26 JPY 5943.00 13.2 –37.1 –28.8
Real Estate Sec. A OT EQ LUX 05/26 USD 10.77 0.9 –43.7 –30.8
Real Estate Sec. B OT EQ LUX 05/26 USD 9.90 0.5 –44.3 –31.5
Real Estate Sec. I OT EQ LUX 05/26 USD 11.51 1.1 –43.3 –30.3
Short Mat Dollar A US BD LUX 05/26 USD 6.69 0.3 –13.4 –11.2
Short Mat Dollar A2 US BD LUX 05/26 USD 8.82 0.7 –13.4 –11.2
Short Mat Dollar B US BD LUX 05/26 USD 6.69 0.2 –13.8 –11.6
Short Mat Dollar B2 US BD LUX 05/26 USD 8.80 0.5 –13.8 –11.6

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

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

Hang Seng, Sensex advance
on government aid packages
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Jakarta plays tough in deal
Pact with Japan
for Sulawesi LNG
hangs in the balance
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Taiwan readies China investments

By Tom Wright

JAKARTA, Indonesia—Indone-
sia is bent on maximizing revenue
from its substantial natural-gas re-
serves, but its hardball approach
could cost the nation one of its most
important deals.

A consortium of Japan’s Mitsub-
ishi Corp. and Indonesia’s state-
owned PT Pertamina and privately
owned PT Medco Energi faces a
deadline at the end of this month to
secure a preliminary 15-year agree-
ment to sell two million tons of lique-
fied natural gas a year to Japan’s
Chubu Electric Power Co. and Kan-
sai Electric Power Co. The deal could
be valued at as much as $7 billion.

The consortium plans to build an
LNG plant on Indonesia’s Sulawesi Is-
land that will buy natural gas from
the nearby Senoro-Donggi gas field.

But Indonesia’s government,
which gets 60% of the revenue from
the field’s sales, is pushing to raise
the price for the gas that will supply
the LNG plant. The consortium then
would either have to pass along that
higher cost to its Japanese custom-
ers or suffer tighter profit margins.

The Japanese utilities in Febru-
ary signed a preliminary agreement
with the consortium. But Indonesia’s
gambit risks delaying a final agree-
ment and could spur the buyers to
walk away from the deal.

Indonesia’s leaders are con-
cerned that if the government
doesn’t demand a high price for the
gas, nationalist politicians may ac-
cuse President Susilo Bambang Yud-
hoyono, who is seeking re-election in

July, of selling out Indonesia’s natu-
ral resources to foreign interests,
people familiar with the situation
say. A spokesman for the president
declined comment.

Indonesia’s move comes as LNG
prices are falling amid sinking de-
mand in the global recession. LNG,
the price of which is linked to crude
oil’s price, is trading in Asia below
$4 per million British thermal
units—a quarter of the record
reached last year when oil was above
$100 a barrel.

Taking a tough negotiating posi-
tion amid weak demand is risky, said
Di Brookman, an oil-and-gas analyst
with Citibank in Sydney. Japanese
companies, which account for about
70% of Indonesia’s LNG exports,
were willing to pay high prices in
boom times but times have changed,
she said.

Kansai Electric and Chubu Elec-
tric declined to comment.

The consortium had agreed to
pay $2.80 per million British thermal
units for the Senoro gas, which regu-
lators agreed to in August.

But Evita Legowo, director gen-
eral for oil and gas at Indonesia’s En-
ergy Ministry, said the government
now is hoping for $3.80. If an agree-
ment on a higher price can’t be
reached, she said, the gas can be sold
in the domestic market for fertilizer
production and other uses.

Mitsubishi, which has a 51% stake
in the consortium, is “earnestly coop-
erating” with its partners to reach an
agreement with the government, a
company spokesman said. Medco En-
ergi declined to comment.

Indonesia faces pressure to make
gas reserves available for domestic
industries, which pay less than over-
seas buyers but hold political
weight. The government needs to en-
sure that it is viewed as driving a
hard bargain over LNG exports, ana-
lysts say.

Japan’s ambassador to Indone-
sia, Kojiro Shiojiri, wrote to Mr. Yud-
hoyono in March asking Jakarta to
move ahead with the original agree-
ment on the gas price, according to
one of the people familiar with the sit-
uation, who reviewed the letter. Mr.
Shiojiri cited the recession and fall-
ing demand for LNG, the person says.

A spokesman for the Japanese em-
bassy declined comment.

Hari Karyuliarto, a vice president
for LNG development at Pertamina,
said the delays could cost Indonesia
customers when the nation can ill af-
ford it. “Nowadays, we’re in a global
recession, so it’s a very good invest-
ment for our country,” he said.

The nation quit the Organization
of Petroleum Exporting Countries at
the start of this year amid dwindling
crude-oil production.

Overall gas production is pro-
jected to fall to 85 billion cubic
meters in 2018 after peaking at 91 bil-
lion in 2012, according to Business
Monitor International, a London-
based market-research firm.
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By Myra P. Saefong

And Colin Ng

Asian stock markets surged
Wednesday, boosted by a rally on
Wall Street and the Hong Kong gov-
ernment’s latest economic stimulus

measures, which
helped the Hang
Seng Index jump
5.3% to its highest
closing level in

more than seven months.
Japanese shares rose 1.4%, while

stocks climbed 3.8% in India, 1.7% in
Shanghai and 3.1% in Taiwan.

South Korean shares, however,
declined 0.7%, the fifth consecutive
drop, as the North said it is abandon-
ing the truce that ended the Korean
War and warned it could launch a
military attack in response to South
Korea’s decision to join a U.S.-led an-
tinuclear-proliferation exercise.

Investors in Asia were cheered by
U.S. consumer-confidence data for
May.Thathelpedthe DowJonesIndus-
trial Average on Tuesday gain 2.4%
and the Nasdaq Composite rise 3.5%.

In Hong Kong, the Hang Seng In-
dex jumped 893.71 points to 17885.27,

led by banks and property firms. The
rally came a day after the govern-
ment announced a 16.8 billion Hong
Kong dollar (US$2.2 billion) stimu-
lus package that includes one-time
tax-relief measures, loan guarantees
for companies and the suspension on
a wide range of government fees.

Bank of China surged 9.5% and
Hang Lung Properties gained 5.8%.

In Tokyo, the Nikkei Stock Average
of 225 companies climbed 127.96
points to 9438.77. Brokerage firms,
steelmakers, real-estate companies
and auto stocks gained, with Nomura
Holdings up 4.7%, Nippon Steel rising
2% and Mitsui Fudosan ahead 4.2%.

April trade data showed Japan
posted a third-straight monthly sur-
plus, compared with expectations of
a deficit. Japanese exports fell 39.1%
in April, the second month of nar-
rowing declines.

In Mumbai, the Bombay Stock Ex-
change’s Sensitive Index jumped
520.41 points to 14109.64 on heavy
institutional buying, mainly by for-
eign funds. Infrastructure stocks
surged after Finance Minister
Pranab Mukherjee said the federal
budget will focus on this sector.

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

TAIPEI—Taiwan will begin ac-
cepting applications from Chinese
firms to invest in local companies in
early July, and plans to allow Chi-
nese investment in as many as 101
sectors in manufacturing, services
and public construction, according
to an Investment Commission draft
proposal seen by Dow Jones News-
wires.

A Taiwan government official
said that sectors that will be open
to investment include textile, hand-

set and car manufacturing; whole-
saling and retailing; hotels; air-
ports and seaports; tourism facili-
ties; and telecommunications ser-
vices providers that don’t own infra-
structure, such as Internet-service
providers.

The official reiterated the expec-
tation that a proposed deal to give
China government-owned China
Mobile Ltd. a 12% stake in Far EasT-
one Telecommunications Co.
wouldn’t be approved in the first
phase of opening to mainland in-
vestment.

“Even if they send their docu-
ments, we won’t approve it now,”
the official said.

China Mobile agreed in late
April to pay 17.8 billion New Taiwan
dollars (US$545 million) for the
stake in Taiwan’s third-biggest
phone company by revenue.

An official at the National Com-
munications Commission said tele-
communications companies that
own infrastructure—including Far
EasTone—would be off limits in the
first phase of the investment plan
because of national-security issues.
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By Spencer Swartz

VIENNA—Saudi Arabia, the
world’s biggest oil exporter, cred-
ited the recent rise in crude prices to
optimism over possible early signs
of global economic recovery.

Saudi Oil Minister Ali al-Naimi
said Wednesday that customers in
Asia and the U.S. recently started
asking for more crude to meet rising
industrial demand.

“We’re seeing [added demand]
from some of our customers for
more oil and we’re providing it,” Mr.
al-Naimi told reporters here a day
before the Organization of Petro-
leum Exporting Countries meets in
the Austrian capital to review oil-
production policy.

The cartel’s ministerial monitor-
ing committee, which analyzes mar-
ket conditions, will recommend that
the group keep oil output steady, an
OPEC delegate said.

Mr. al-Naimi’s comments mark
his most positive reading of the glo-
bal oil market since 2008, and follow
months of trepidation after crude
prices and oil production
fell sharply.

“There is a lot of opti-
mism in what I am saying be-
cause I see the recovery
coming,” he added.

With prices at a six-
month high of around $63 a
barrel, OPEC doesn’t want
to saddle consumers with
higher energy costs and
jeopardize economic recov-
ery by cutting production.

Oil prices could top $75 a
barrel in coming months,
Mr. al-Naimi said, as bulging crude
inventory starts to fall and demand
recovers. On the New York Mercan-
tile Exchange Wednesday, light
sweet crude for July delivery set-
tled up $1 to $63.45 a barrel—its
highest close since Nov. 5.

OPEC, whose 12 member nations
supply about 40% of the 83 million
barrels consumed globally each day,
has in past months implemented its
broadest production cuts under its
quota system.

The cartel has cut output by about
3.4 million barrels a day, as part of
plans announced late last year to re-
duce supply by 4.2 million barrels a
day. The cuts have helped fuel the re-
cent increase in crude prices.

Oil ministers have an interest in
talking up prices. All OPEC member
states have been hammered by the
decline in crude prices and produc-
tion since the summer. Crude prices
are down more than 60% from a

record of $147 a barrel in July.
The economies of Saudi Arabia,

the United Arab Emirates and Ku-
wait are expected to contract
slightly in 2009 for the first time in
many years, according to the Inter-
national Monetary Fund. The econo-
mies of other OPEC members, such
as Venezuela, are in even worse
shape, the IMF says.

But as one of OPEC’s moderate
voices—and with many of the
world’s biggest oil consumers, in-
cluding large energy companies and
governments such as China’s, as cus-
tomers—Saudi Arabia is well placed

to weigh in on tentative
signs of budding oil con-
sumption.

Mr. al-Naimi, the king-
dom’s oil chief since 1995,
didn’t provide hard figures
on exactly how much added
crude Saudi is providing to
some of the country’s
roughly 70 customers.
Saudi Arabia is producing
just under eight million bar-
rels a day, roughly in line
with recent months and
with its OPEC quota, he said.

Mr. al-Naimi reiterated that it
would take months for oil-market
fundamentals to recover despite en-
couraging signs in recent weeks
from customers. Crude inventory re-
mains at a two-decade high, and
world oil consumption this year is
likely to register its biggest drop in
nearly 30 years.

“The market is currently out of
balance but it’s starting to get back
in balance. … We see offshoots of re-
covery, but the offshoots are small,”
Mr. al-Naimi said, adding that it is
too early to talk of OPEC formally
raising production.

Separately, the head of Nigeria’s
national oil company, Mohammed
Barkindo, said about a million bar-
rels of daily oil-pumping capacity re-
mains out of service in the West Afri-
can nation after militant attacks on
energy infrastructure.

—Tahani Karrar in Vienna
contributed to this article.

Saudi oil minister sees
global demand climbing
Al-Naimi says OPEC
should hold steady
on crude production

Ali al-Naimi
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KUALA LUMPUR—Malaysia’s
economy shrank a worse-than-ex-
pected 6.2% in the first quarter from
a year earlier because of a steep fall
in exports and manufacturing, data
showed Wednesday.

Central bank Governor Zeti
Akhtar Aziz said economic condi-
tions remain tough and the economy
is likely to register a similar perform-
ance in the current quarter.

The first-quarter contraction is
the country’s first in nearly eight

years and the worst since the fourth
quarter of 1998, when GDP fell 11.2%
from the previous year. It reverses
0.1% growth eked out in the fourth
quarter of 2008.

Economic conditions, however,
are expected to improve in the sec-
ond half, Ms. Zeti said.

Prime Minister Najib Razak was
expected to announce a revision to
the full-year GDP forecast on Thurs-
day. Economists predict a median
contraction of 1.6% for 2009.

Malaysia’s economy contracts
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Eastern Europe’s shrinking deals
When $15 million
is largest purchase,
it’s a quiet market

www.efinancialnews.com

Barclays hires Slinger
in global expansion push

By Toby Lewis

The value of deals in central and
eastern Europe in the first quarter
of this year fell to its lowest level in
nearly seven years, with $31 million
invested across just nine announced
deals, according to data provider
Dealogic. In the same period last
year, the region’s deals were worth
$4.5 billion.

The largest disclosed deal in the
region in the first quarter was south-
ern European midmarket private-
equity firm Ged Group’s acquisition
of Romanian medical supplier Dia-
medix Impex SA for $15 million.

Other deals included Russian
buyout firm Marshall Capital Part-
ners’ $5 million acquisition of a 25%
stake in Russian baby-food manufac-
turer Nutritek Group, and Enter-
prise Investors’ acquisition of a
36% stake in cosmetics-marketing
company Bio-Profil Polska Sp for
$4 million.

Private-equity groups have also
struggled to sell firms. Firms in the
region only exited from one deal—
through a sale to a non-private-eq-
uity company for an undisclosed
sum. Even though a recession has
spread from developed markets to
the region, some private-equity in-
siders and analysts say opportuni-
ties for private-equity companies re-
main, thanks to the region’s adapt-
ability and historic lack of depen-
dence on leverage to make deals
happen.

“The economies have been hit
hard, which will mean a negative im-

pact on private equity returns,” said
Tycho Sneyers, a partner at fund of
funds LGT Capital Partners. “Lever-
age has been typically more limited
and that, of course, is a positive,
given the environment. Overall, it
will not necessarily do worse than
other parts of the private equity
universe.”

Bill Watson, chief investment of-
ficer for the region at Société
Générale Asset Management Alter-
native Investments’ private-equity
division, said central Europe was
still well positioned, having entered
the downturn later than other
regions.

“The advantage central Europe
has always had is it knows what is
coming,” he said. “Its speed of adap-
tation is much quicker. However,
central Europe was also experienc-
ing very strong growth, so it had far-
ther to fall.”

Some regions have been hit
harder than others. Frantisek Tre-
gler, the head of the investment-
risk department at Czech-based

firm Penta Investments, said: “The
worst situation is in Hungary,
where monetary and fiscal policy is
ineffective. There are expectations
the GDP drop may be deeper than
the forecast 4% or 5%.” He said con-
sumer confidence was also weak in
the country. Mr. Tregler said some
countries were bearing up well: “I
can already see the light at the end
of the tunnel in Poland and the
Czech Republic.”

Christina Koycheva, a senior as-
sociate at regional law firm Wolf
Theiss, said: “Activity is slower, due
largely to restrictions on debt fi-
nancing. Banks are very, very care-
ful.” Ms. Koycheva said the environ-

ment had improved since the first
quarter. “Private equity could be
one of the ways of getting out of the
current situation. It seems like
things are picking up but it won’t be
at a fast pace,” she said.

In certain markets, the lack of le-
verage was a problem even before
the crisis — meaning many private-
equity firms were already used to re-
sorting to all-equity deals.

“Leverage has not been some-
thing that has featured as a signifi-
cant part of the Russian market,”
said Timofey Demchenko, head of
private equity and special situa-
tions at Russian firm VTB Capital.
“A typical deal was mostly in equity
form. Given the lack of available
credit, I don’t see that changing
much this year.”

Jacek Siwicki, the president of
Polish buyout firm Enterprise Inves-
tors, added he felt the Baltic regions
had been particularly damaged, but
that private-equity companies were
already used to making deals with-
out using leverage.

“We’ve never used a lot of debt fi-
nancing,” he said. “It’s more diffi-
cult to raise leverage but we don’t
understand this nervousness
about... doing all equity deals. We al-
ready know how to make money on
all equity deals.” However, he said a
brake on deal flow was the unwill-
ingness of sellers to accept the re-
duced prices that would make deals
with less leverage attractive.

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Duncan Kerr

Standard Chartered PLC has
named a former managing partner
of hedge fund Ravenscourt Capital
Partners LLP as its new global head
of credit trading, in the latest senior
hire the emerging-markets-focused-
bank has made to its capital-mar-
kets business.

Brent Eastburg, who managed
Ravenscourt’s credit hedge fund
portfolio in London, will join Stan-
dard Chartered in Singapore as its
new global head of credit trading, re-
porting to Remy Klammers, global
head of fixed-income trading.

The hire is one of a series of new
appointments Standard Chartered
has made to its capital markets team
this year as it seeks to grow market
share in fixed-income and equities
at a time when larger international
rivals have been weakened by the
credit crisis.

Last month, Standard Chartered
hired Henrik Raber, former co-head
of European flow credit trading at
UBS in London, as its new head of Eu-
ropean and U.S. capital markets.
That move followed others in equi-
ties, project and export finance and
commodities. Standard Chartered is
also expanding its private banking
operations.

By Duncan Kerr

Barclays Capital has hired a
former managing director of Euro-
pean equity derivatives flow sales at
Deutsche Bank as Barclays PLC’s in-
vestment bank continues an aggres-
sive expansion of its global equities
distribution capabilities.

Fergus Slinger, who left Deut-
sche Bank AG about six months ago,
joined Barclays Capital last week, ac-
cording to the U.K. Financial Ser-
vices Authority register. A spokes-
man at Barclays Capital in London
confirmed Mr. Slinger’s hire.

He reports to Yannick Mallegol,
who joined from Société Générale
last summer as managing director
and head of equity derivatives flow
sales.

Mr. Mallegol has since been

made head of equities distribution
for Europe, the Middle East and Af-
rica region at Barclays.

On joining, Mr. Mallegol, who
was head of equity derivative flow
sales at Société Générale for about
five years, was charged with build-
ing out Barclays’s global equity de-
rivative sales distribution plat-
form.

Last week, Barclays hired Timo-
thy Last as managing director, head
of equity derivatives flow sales,
non-Japan Asia, from Bank of Amer-
ica Merrill Lynch, where he was
head of equity derivatives sales in
the Asia Pacific region.

Mr. Last is based in Hong Kong
and reports to David Campbell,
head of North Asia distribution at
Barclays Capital, and Nicholas Mor-
eira, head of equities, Asia Pacific.

The hires are part of a broader
push by Barclays to grow its global
equity capital markets and broking
franchise.

In recent weeks it has hired Jim
Renwick from UBS, where he was
vice chairman global capital mar-
kets, to run U.K. equity-capital mar-
kets and corporate broking and
Sam Dean, former global co-head of
ECM at Deutsche Bank in London,
in the same role.

Standard taps
Eastburg to head
credit trading
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