
HOLD THE LINE: Carrying a banner reading: “Continental, united workers, against hoodlum shareholders” during a rally Thursday,
employees denounce the German auto-parts group’s shutdown of a facility in Clairoix, France.

Turkey bucks IMF, sparks a backlash
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Editorial&Opinion

GM wins creditor support
A bondholder group backs revised bankruptcy plan; U.S. kicks in $50 billion

Plant closure drives workers into streets of Paris

If Bulgarian Bilyana Raeva
is re-elected to the European
Parliament next weekend, she
will get a more than eightfold
raise. She could also find her-
self sitting beside a bumper
crop of lawmakers from Eu-

rope’s extreme right.
The European Union’s

Brussels-based legislature is
little loved and less under-
stood, but after polls on June
4-7, it is likely to look signifi-
cantly different, with new
members, new rules and po-
tentially new powers.

The parliament is the Cin-
derella of EU institutions.
With no right to initiate legis-
lation, it is limited to negotiat-
ing amendments or blocking
laws crafted by the more pow-
erful EU council—made up of
the national governments—
and European Commission,
the EU bureaucracy.

But the next legislature
could get expanded powers—
and perhaps more public at-
tention and gravitas—if Ire-
land later this year ratifies an
important treaty amending
the way the EU works.

It could also get a laun-
dered reputation. The parlia-
ment will have new rules gov-
erning legislators’ salaries
and expenses after an ex-
pense-abuse scandal that be-
gan three years ago, involving

Please turn to page 26

EU vote
makes
officials
nervous

Creative destruction
What would Schumpeter
say in capitalism’s hour
of need? Page 13
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Money & Investing: Europe’s stock rally sparks fundamental concerns among some strategists
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What’s
News

TheWall Street Journal Eu-
rope won’t publish Monday
in observance of the
Whit Monday holiday.

europe.WSJ.com

By John. W. Miller in
Brussels and Alistair
MacDonald in London

By Sharon Terlep

General Motors Corp.
won backing Thursday from
key creditors for a bank-
ruptcy plan that would give
the U.S. government a 72.5%
stake in a revamped GM and
lead to the forgiveness of tens
of billions in taxpayer loans.

The new proposal, out-
lined in a regulatory filing,
set a Saturday deadline for un-
secured bondholders to ac-
cept an offer that has been
sweetened with stock war-
rants and additional federal
backing. GM is expected to
file for bankruptcy-court pro-
tection by Monday.

Under the proposal, the
U.S. Treasury would lend GM

at least $50 billion to fund the
company through bankruptcy
proceedings and finance the
entity that emerges from
Chapter 11. The government
would be repaid through eq-
uity in the new GM.

Unsecured bondholders—
who rejected an offer to swap
up to $27.2 billion in debt for
a 10% stake in the new com-
pany—would receive that
amount of stock plus the
rights to buy additional GM
shares through two equal-
sized sets of warrants. One
set of shares would be priced
to assume GM had a total
stock value of $15 billion, the
other would assume a value
of $30 billion.

If all the warrants are exer-

cised, these bondholders
would end up owning a bit
more than 20% of GM.

A group calling itself the
Ad Hoc Committee of GM
Bondholders said in a state-
ment it supported the revised
offer “and believes that when
contrasted with the alterna-
tive—uncertain and costly
bankruptcy-court litigation—
that it represents the best al-
ternative for bondholders in
the current difficult and dire
situation.”

The committee, represent-
ing institutional investors,
had previously said it would
oppose both the debt swap
and GM’s bankruptcy plans to
sell assets. Bondholders have
until 5 p.m. Saturday to de-

cide whether to accept GM’s
new offer.

The group’s support is crit-
ical in winning approval from
the larger number of GM
bondholders, but far from
guarantees success. A sepa-
rate group representing indi-
vidual bondholders who hold
about 20% of the company’s
bond debt said Thursday the
new proposal doesn’t appear
to be much better.

“From what many of our
bondholders have heard, it’s
still a bad offer because it
only gives bondholders 10%
of the company,” said Sarah
Jackson, a spokeswoman for
the Main Street Bondholders.

Under GM’s new plan, the
Please turn to page 26

By Nicholas Birch

ISTANBUL — Eight months
into Turkey’s loan negotia-
tions with the International
Monetary Fund, signs the gov-
ernment doesn’t want a deal
are stirring a backlash from
businessmen and officials de-
termined to force economic
austerity.

Elsewhere in emerging Eu-
rope, economies slammed by
the financial crisis made major
concessions to get IMF money
and avert a collapse of their
banking systems and curren-
cies. Turkey, by contrast, has
shown great reluctance to
yield to IMF requirements on
fiscal tightening.

As Turkey’s markets have

rebounded along with others
around the globe, Prime Minis-
ter Recep Tayyip Erdogan ap-
pears to believe pressure to ac-
cept an IMF bailout and its
painful requirements is eas-
ing.

“I said this [global crisis]
would pass us by and people
laughed at me,” Mr. Erdogan
said recently. “But the proof is
there. Turkey remains a safe
harbor. There is stability.”

However, after five years of
budget surpluses averaging
4% of gross domestic product,
Turkey is expected by Turkish
analysts to have a deficit reach-
ing 7% of GDP this year, fueled
by huge rises in spending on
health care and municipalities.

That trend worries many

economists and officials, in
the absence of a clear commit-
ment to the kind of restric-
tions required by an IMF pack-
age, such as cuts in govern-
ment spending and a restruc-
turing of a budget that is
heavily dependent for income
on indirect taxes such as sales
taxes, making revenues ex-
tremely sensitive to an eco-
nomic downturn.

“Strengthening a commit-
ment to fiscal discipline and
structural reform is vital … if
monetary policy decisions are
to be effective,” Turkey’s Cen-
tral Bank warned in a report
published Wednesday, after
calling last week for a “Plan B”
should an IMF deal fail.

Moody’s Senior Vice Presi-

dent Kristin Lindow said Tur-
key could do without IMF fund-
ing through the summer, but
would then need external fi-
nancing.

Businessleaders and econo-
mists who want Turkey to ac-
cept a loan question whether
the government has the will to
push ahead with long-term
economic changes. Conditions
attached to an IMF loan could
help pay for and force over-
hauls to which the govern-
ment might otherwise pay
only lip service, these people
say.

“Turkey may be able to roll
over debt this year, but that is
not the issue,” says Elif Bilgi,
managing director of EFG Se-

Please turn to page 26

Markets

The divide between the U.S.
and Israel over West Bank
settlements deepened after
Israel rebuffed a demand by
Secretary of State Clinton to
freeze all building. Israel said
any complete freeze would
be discussed only in final-sta-
tus peace negotiations with
the Palestinians. Page 9

n Treasury yields and mort-
gage rates remained near
six-month highs. While the
market’s bubble is deflating,
this is hardly the time to
pile back into government
securities. Pages 17, 28

n U.S. stocks rode energy
and financial shares higher.
European stocks slipped, but
some are getting alarmed by
this year’s surge. Pages 17, 18

n The U.K. disclosed details
of the FSA’s stress-test re-
quirements on lenders, a bid
to bolster confidence in the
banking system. Pages 2, 28

n Business and consumer
confidence in the euro zone
improved for the second
straight month in May, reach-
ing a six-month high. Page 2

n American plans for fund-
ing high-speed rail lines are
raising hopes at Alstom, Sie-
mens and others. Page 3

n Man Group said assets un-
der management continued
to shrink, illustrating the chal-
lenges facing the hedge-fund
industry. Page 17

n Ahold posted a 24% drop
in profit, hurt by higher
taxes and a charge tied to
asset sales. Page 8

n P&G issued a profit fore-
cast that was well below Wall
Street’s projections for the fis-
cal year starting July 1. Page 3

n Berlusconi denied having a
“spicy” relationship with an
18-year-old, as the Italian pre-
mier moved to quell a mount-
ing political storm. Page 10

n Russia and Belarus failed
to agree on the final install-
ment of a $2 billion Russian
loan. Page 10

n Italy said it will urge the
EU to accept Russia’s re-
quest for the bloc to help
pay for Ukraine’s natural gas
to avoid another gas crisis.

n Time Warner’s board ap-
proved a spinoff of the AOL
division into a publicly traded
company. Page 28
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The Financial Services
Authority is lucky the mar-
kets are now so firmly fo-
cused on an economic recov-
ery that they look through
any news they don’t like. Its
bank stress-test parameters
turned out to be not-so-
stressful. Banks needed to
show they could maintain a
core Tier 1 capital ratio
above 4% over the next five

years if GDP fell 6%, unem-
ployment peaked at 12%,
house prices halved and
commercial property prices
fell 60%. That’s not miles
off what the market cur-
rently expects, with GDP
forecast to fall 4.5% and un-
employment to peak at
10.5%. Meanwhile residen-
tial property prices have al-
ready fallen 22% and com-

mercial property prices 43%.
True, the tests weren’t

noticeably easier than the
U.S. versions. And most Eu-
ropean countries have so
far undertaken no stress
tests at all.

Still, a true “stress” sce-
nario would include tougher
conditions, raising the pros-
pect of greater losses. The
market’s insouciance largely

reflects optimism that
banks can rebuild capital or-
ganically. That is the main
difference between the
IMF’s bearish view on glo-
bal bank-capital require-
ments and the market’s. But
margins are being squeezed
too—something the market
doesn’t want to know about
either.
 —Simon Nixon

The Treasurys bubble is
deflating. But this is hardly
the moment to pile back
into government securities.

The panic buying in late
2008 drove Treasury yields
to absurdly low levels, giv-
ing virtually no protection
against inflation and bigger
budget deficits.

The speed with which
yields have moved higher is
a source of concern—espe-
cially since it has happened
despite a Federal Reserve
program to buy $300 billion
of longer-dated Treasurys, a
commitment it is about half-
way through.

But investors shouldn’t
look at the rout and assume
dire things are immediately

in store for the U.S.
With a yield of 3.73%,

the 10-year Treasury trades
more or less in line with

10-year government debt is-
sued by the U.K. and Ger-
many.

And other segments of
the fixed-income market, in-
cluding corporate debt,
have held up as Treasurys
have tanked. The narrowing
spreads between the two
suggest both are reflecting
better recovery prospects,
or at least less fear.

Where might yields go
now?

They are unlikely to
move back below 3%, absent
the renewed threat of a de-
flationary bust. Even if the
economy stays weak, inves-
tors are unlikely to ignore
the U.S.’s ballooning fiscal
deficits. Indeed, higher Trea-

sury yields are likely one
reason why recent heavy is-
suance has met reasonable
demand.

Meanwhile, Fed buying
could make investors de-
mand higher yields, since
they don’t know how much
the central bank is affecting
prices and when it will
stop.

A gradual rise in yields
seems more likely. Right
now, investors are being
asked to receive 3.7% a year
from an issuer that remains
set on reflating its economy
at almost any cost.

Who wouldn’t want
more?
 —Peter Eavis

GM tests EU credibility

U.K.’s tests may be something to get stressed about

General Motors’ col-
lapse hasn’t just been a
nightmare for U.S. lawmak-
ers. It is a major problem
for European politicians,
too.

GM’s decision to unload
its European operations has
put several EU countries in
conflict as they try to pre-
serve jobs. Unless the Euro-
pean Commission takes a
tough line, the deal threat-
ens to undermine Europe’s
single market.

GM has grouped all its
European operations under
Opel of Germany, giving Ber-
lin the whip hand over the
future of GM’s 50,000 Euro-
pean employees. Half are
based outside Germany, nota-
bly in the U.K. and Belgium.

The combined business
has 9% of the European mar-
ket but will take a big loss
this year. GM is offering to
pass the business on debt-
free, but Opel will still hem-
orrhage cash for many
years. This has turned the
sale process into an auction
of bailout promises.

Naturally, the Germans
are keen to link their own
promises of Œ1.5 billion
($2.1 billion) of initial aid to
commitments to preserve
German jobs. Even GM ad-

mits Opel has three too
many factories and 20% too
many staff for a manufac-
turer confined to supplying
the European market.

The EU Commission,
whose job it is to police
state aid rules, has kept a
low profile, partly because
it doesn’t have a definitive
package to judge. But the
EU needs to be vigilant. Ber-
lin could hand Opel on a
plate to the bidder most
likely to protect German
jobs, rather than to the best
long-term industrial part-
ner. That would point to a
sale to Magna, the Cana-
dian auto-parts company,
rather than to Fiat.

More important, Opel’s
fate is a further test of the
credibility of the European
single market, already un-
der pressure as a result of
the recession. Brussels must
uphold the principles of the
single market, not just for
the sake of GM’s non-Ger-
man workers, but for the
sake of the European car in-
dustry. That means signal-
ing its willingness to block a
deal that falls foul of the
rules, even if that means
forcing Opel to follow its
parent into bankruptcy.
 —Matthew Curtin

Time Warner plans AOL spinoff

White House seeks business ties that bind
Democrats’ coalition
with industry groups
could prove durable

Resisting the pull of Treasurys

By Gerald F. Seib

The White House is trying to rev
up the U.S. economy, pass a big
health-care overhaul and change
the nation’s energy profile. That’s
pretty obvious.

Less obvious but highly intrigu-
ing is how, in the process, Team
Obama also is trying to create a new
and durable Democratic coalition

with friendly seg-
ments of the busi-
ness community.
It’s far from clear
how far such a part-

nership can get, but it has the poten-
tial to alter both the political and pol-
icy calculus of Washington.

Generally speaking, President
Barack Obama’s agenda has deeply
split America’s business commu-
nity. Some leaders were horrified by
the government spending in the eco-
nomic-stimulus package early this
year, for example—but the National
Association of Manufacturers and
the U.S. Chamber of Commerce
swung behind the package because
its spending was beneficial to many
of their members.

Basic industries and many utili-
ties adamantly oppose the emerg-
ing Democratic energy bill that
would compel cuts in greenhouse
gases—but some utilities invested
in alternative-energy sources, as
well as green-technology firms, are
champions of it. Many employers
are fretting about the tax increases

needed to fund an Obama-led over-
haul of the health-care system—but
others simply want the government
to do something to get the health
monkey off their backs.

And financial firms were, of
course, thrilled to be bailed out with
taxpayer assistance—but now many
find government conditions too
onerous and want out from under
them.

Amid all those crosscurrents,
Democrats think they can see emerg-
ing a new coalition of businesses
and industries that are in sync with,
and in many cases stand to benefit
from, the Obama agenda. Roughly
speaking, that coalition would con-
sist of alternative-energy compa-
nies, including select utilities
heavily invested in wind and solar
power; high-tech firms that stand to
benefit from building a smarter en-
ergy grid as well as wiring up more
schools and hospitals; and auto com-
panies and suppliers now depen-
dent on government help to survive.

“The individual companies and
business groups are research-and-
development heavy, or new-energy
heavy,” says Rahm Emanuel, the
White House chief of staff. “That is
very new from a political aspect.”

There are limits to this universe
of allies, of course. Many in the busi-
ness community see higher taxes as
the price of the Obama agenda, and
they think that outweighs any short-
term benefits.

Moreover, much of the business
world’s attitude will depend on big
questions still unanswered: How
much will the administration sup-
port the kind of free-trade agenda
backed by the very new-wave and
high-tech industries the administra-
tion is courting? And how light will

the administration’s hand be in over-
seeing the auto and financial indus-
tries in which it’s already deeply in-
volved?

For some businesses, “there’s
some buy-in at the 10,000-foot level,
clearly,” says Bruce Josten, execu-
tive vice president for government
affairs at the U.S. Chamber of Com-
merce. “The devil’s in the details.”

There already was an identifi-
able Democratic constituency
within the business community be-
fore Mr. Obama took office, though
narrower than the one Republicans
enjoy. The traditional bastions of
Democratic strength have been Hol-
lywood and the financial industry,
both of which have demonstrated
their affection by sending big cam-
paign donations to Democrats.

Former President Bill Clinton ex-
panded the base somewhat by cham-
pioning free trade and balanced bud-
gets, both of which appealed to the
business class. But he also chafed

that he never got more credit from
business leaders.

What’s different now is that Dem-
ocrats see a chance to bond with
some new and different business sec-
tors that might be especially vibrant—
thanks in no small measure to gov-
ernment help—in the new economy
that emerges from a deep recession.

The best way to see this potential
coalition is to look at businesses and
industries that have publicly lined
up behind Obama initiatives. To
some extent, of course, businesses
are getting on board to help steer
new policies, lest they get run over
by them. That’s largely why health
insurers, hospitals and doctors
stood alongside Mr. Obama a couple
of weeks ago to declare that they
would work with the administration
to cut health costs as part of an over-
haul.

But other companies have swung
behind the stimulus and energy ef-
forts because they see opportunity

and converging interests. In the
wake of the $787 billion stimulus
bill, for example, International Busi-
ness Machines noted approvingly
that the package expanded tax de-
ductions for small and midsize busi-
nesses that invest in technology.
Now, IBM Global Financing has an-
nounced it will set aside $2 billion to
finance high-tech infrastructure
projects underwritten by the stimu-
lus bill.

Another such high-tech firm is
General Electric, whose chief execu-
tive, Jeff Immelt, explained his
views this way during a recent
CNBC interview on global warming:
“Give us some certainty and let’s
go.…We’ve got a chance to solve
some big problems and create a mas-
sive industry at the same time.”
Whether that also creates a more
long-lasting political opportunity
for Democrats is an interesting side
question, less momentous but still
intriguing.
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By Nat Worden

Time Warner Inc. confirmed
plans to spin off its AOL division
into a publicly traded company, a
move that had been expected for
months as the media giant focuses
on its film, television and other con-
tent-creation businesses.

The move, following the com-
plete spinoff of Time Warner’s cable
arm in the first quarter, continues
Chief Executive Jeff Bewkes’s re-
shaping of the media conglomerate,
whose shares have fallen about 84%

since Time Warner’s ill-fated
merger with AOL was announced in
2000.

Time Warner provided few de-
tails about the mechanics of the spin-
off, expected by year end. Time
Warner owns 95% of AOL, and Goo-
gle Inc. holds the rest. Time Warner
plans to purchase Google’s stake in
the third quarter.

Time Warner signaled that an
AOL spinoff was in the works when
it recently amended debt agree-
ments that cleared the way for a
deal. In March the company tapped

Google advertising executive Tim
Armstrong as AOL’s CEO, a move
Time Warner indicated was a precur-
sor to a likely separation of AOL as a
stand-alone company.

Time Warner repositioned AOL
in recent years to an ad-focused busi-
ness model, but the company’s ad-
revenue growth consistently disap-
pointed analysts on Wall Street even
before the financial and economic
crisis. Last year, it spent $850 mil-
lion to acquire Bebo, an online social-
networking business that has yet to
contribute profits to the company.
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U.S. durable-goods orders climb
Economy & Politics

U.K. unveils details of stress tests
Parameters include
a 6% drop in GDP;
Results are withheld

INDEX TO BUSINESSES

Secret fete
Britain’s spies plan to
party like 007 when MI6
turns 100 > Page 9

By Adam Bradbery

And Laurence Norman

LONDON—In a bid to shore up
confidence in the U.K. banking sys-
tem, the Financial Services Author-
ity disclosed details of how it ex-
pects banks to test that they hold
enough capital.

The regulator said Thursday that
its announcement comes in re-
sponse to interest in how European
banks undertake stress tests in the
wake of the U.S. government’s ef-
forts to ensure 19 lenders have ade-
quate capital.

The FSA said it has “greatly in-
creased” its use of stress tests over
the past eight months as part of an
effort to ensure banks can absorb
losses during a severe economic
downturn.

The regulator said it won’t, how-
ever, publish the results of its stress
tests, in contrast to the U.S. govern-
ment, which disclosed the results of
its stress tests on banks this month,
mandating 10 of 19 lenders to raise a
combined $74.6 billion in capital.

“We’ve published these details
because there was a lot of interest
around how European banks are

stress-tested after the U.S. an-
nounced theirs, and we wanted to in-
crease transparency about our test-
ing scenarios,” said Abi Jones, an
FSA spokeswoman.

The FSA has always required
banks to test that their capital levels
would remain sufficient during an
economic downturn, using assump-
tions set by the regulator. The FSA
reviews the results but said it has
started to challenge banks more.

The regulator said that under its
economic scenario it modeled a re-
cession more severe and prolonged
than any experienced since World
War II over a five-year period. The
FSA said its test assumes a peak-to-
trough fall in gross domestic prod-
uct of more than 6%, with growth not
returning until 2011. The test also fac-
tors in unemployment rising to just
over 12%, house prices falling 50%
from peak to trough, as well as a 60%
fall in commercial-property prices.

Some observers said the an-
nouncement should help reassure in-
vestors and lenders that U.K. banks
are sound, especially as the tests are
viewed by some as stricter than
those conducted in the U.S.

“The additional detail on stress
tests provided by the FSA, using

tougher parameters than those re-
vealed in the U.S., should help to build
confidence in the banking sector,”
said Marcus Sephton, head of regula-
tory services at KPMG in the U.K.

“I think it confirms that the
banks have been through a fairly se-
rious exercise which credibly chal-
lenges the assumptions included in
their balance sheets,” said Jonathan
McMahon, director of Promontory
Financial Group, a company that ad-
vises firms on meeting regulatory re-
quirements.

U.K. bank Barclays PLC saw its
share price rise after it confirmed in
March that it had passed an FSA
stress test that concluded it held
enough capital.

Mr. McMahon said the publica-
tion of the FSA’s stress-testing sce-
narios could open the door to pres-

sure for the FSA to disclose more de-
tails on these tests in the future.
“Now they’ve done it once it will be
very difficult not to continue doing
it in the future,” he said.

Banks mainly from the Group of
20 industrial and developing na-
tions abide by standards set by the
Bank for International Settlements
to hold total minimum capital equal
to 8% of their assets.

In January, the FSA tightened re-
quirements for banks and building
societies in the U.K. by requiring
them to hold Tier 1 capital against at
least 4% and 7%, respectively, of the
value of their risk-weighted assets.
Previously, the FSA set different
minimum Tier 1 levels for individual
banks.

The FSA said these requirements
will remain in place until the BIS
rules, implemented through the Eu-
ropean Union’s capital-require-
ments directive, are amended to in-
clude the lessons learned from the fi-
nancial crisis.

The FSA said it will take part in
EU-wide capital tests, due to be com-
pleted by September, which will
take the pulse of the region’s bank-
ing system and build common ap-
proaches to testing.
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LEADING THE NEWS

By Justin Lahart

U.S. orders for big-ticket items
jumped in April, offering more evi-
dence that the manufacturing
slump has abated. But a sharp
downward revision to the March
figures damped hopes that manu-
facturers are on the edge of recov-
ery.

The Commerce Department
said orders for durable goods—
long-lasting items that include ev-
erything from machine tools to
treadmills—rose 1.9% last month
to a seasonally adjusted $161.45 bil-
lion. Much of the gain was driven
by a 5.4% rise in orders for transpor-
tation equipment. Overall orders
fell 2.1% in March, a steeper decline

than the initially reported 0.8%
drop. Even so, the decrease in or-
ders that began in the fall appears
to have ended.

“We’ve bounced around this
low point for a couple of months
now,” said Nomura Securities econ-
omist David Resler. “If you look at
the level of orders, it’s starting to
look like a bottom.”

Orders for capital goods exclud-
ing defense items and aircraft,
which economists use as a proxy
for business spending on new
equipment, fell 1.5%. But the first in-
crease in orders for metals and
metal products in nine months sug-
gested that manufacturers have
run down their inventories of raw
materials to the point where they

need to buy more.
Separately, the U.S. Labor De-

partment reported that the num-
ber of workers filing new unem-
ployment claims fell 13,000 to
623,000 in the week ended May 23.
Much of the jump in claims that
came earlier this month, as work-
ers furloughed by the Chrysler LLC
bankruptcy filing signed up for un-
employment benefits, has reversed
itself. But with bankruptcy looking
likely for General Motors Corp.,
claims filings could jump again.

The four-week average, used to
smooth the volatile initial-jobless-
claims figures, fell 3,000 to
626,750. But the total number of
workers filing for claims hit a new
high of 6.8 million.

Meanwhile, sales of new single-
family homes rose 0.3% last month
to a 352,000 annual rate, the Com-
merce Department said. But sales
in March fell 3%, more than the ini-
tially reported 0.6% decline. Sales
rose 10% in February.

By Ilona Billington

LONDON—Business and con-
sumer confidence in the 16 coun-
tries that use the euro improved for
the second straight month in May,
reaching a six-month high and sug-
gesting that economic activity will
contract at a slower pace in the sec-
ond quarter.

The sustained pickup in confi-
dence from record lows is consis-
tent with other recent evidence that
has indicated the euro-zone econ-
omy won’t contract as sharply in the
second quarter as it did in the first.

“The economy is likely to shrink at
a slower pace in the second quarter,
though virtually all surveys underesti-
mated the extent of the economic
slump over the past two quarters,”
said Daniele Antonucci, European
Economist for Capital Economics.

According to a monthly survey re-
leased Thursday by the European
Commission, the European Union’s
executive arm, the overall Economic
Sentiment Indicator for the euro
zone rose to 69.3 from 67.2 in April.

The data are unlikely to change
the European Central Bank’s view
that it should take new unconven-
tional measures to support growth
in the euro zone. The ECB’s govern-
ing council meets June 4 and is ex-
pected to keep its key interest rate
steady at 1%.

Employment expectations for
the industrial sector picked up mar-
ginally for the second straight
month in May—good news for the
euro zone, which has seen unemploy-
ment soar in recent months.

That is in line with German unem-
ployment data, also released Thurs-
day, which showed a jobless rise of
just 1,000 in April—much lower than
the57,000 increase reported in March.

Consumer confidence in the euro
zone, meanwhile, was unchanged in
May from April at -31.

U.K. consumer confidence was
also flat in May, buoyed by a more
upbeat assessment of the outlook
for consumers’ personal finances
over the next 12 months.

That marks the fourth straight
month without a drop, suggesting
that consumers believe the mea-
sures taken by the government and
the Bank of England to support the
economy will work and indicating
that they in turn won’t cut back on
spending as sharply as many econo-
mists had expected.

Confidence
in euro zone
improved in May

The FSA said its test
assumes a
peak-to-trough fall in
GDP of more than 6%.
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Baillet-en-France, France

A
RMED WITH SHOVEL and
brush, French archaeolo-
gist François Gentili gen-
tly excavates a treasure.

He stands in a 4µ-meter
hole, digging with a group of students.
“Look here,” he said, pointing to a ce-
ment statute buried in the ground. “A
woman holding a tambourine.”

The find is a piece of a 1937 So-
viet-built monument. In an excava-
tion that began last month, Mr. Gen-
tili’s group has dug up dozens of
sculptures, including ones of a tank
driver and a textile-mill worker.
Along with the hammer-and-sickle-
decorated works, he is unearthing
something else: nostalgia for the
golden era of France’s Communist-
sympathizing unions.

“The sculptures are symbols of
the international brotherhood of
workers,” says Jean-Pierre Elbaz, an
archivist at France’s biggest labor
union, Confédération Générale du

Travail, or CGT. “They’re a reminder
of the mighty unions that won work-
ers their rights.”

But some say the sculptures—
mysteriously buried for decades in
this tiny village—also have a darker
symbolism. They are products of
Stalinist propaganda.

The relics were once part of a gar-
gantuan structure—the length of a
New York City block—that served as
the Soviet pavilion at the 1937 Paris
World Fair. At the time, Joseph Stalin
and Adolf Hitler were racing to pro-
mote their ideologies through archi-
tectural prowess. The Soviet building
stood in front of Germany’s equally
massive pavilion: a tower crowned by
an eagle clawing at a swastika.

After the fair, the Soviets took
the top of their pavilion—24-meter
statues of “The Worker and the Col-
lective Farm Woman”—to Moscow.
But they gave the steelworkers’
branch of the French union pieces of
the long frieze that adorned the bot-
tom of the monument.

It was the heyday of the French
union movement and Communist ide-
als were popular. Union bosses saw
the Soviet gift as a testament to their
achievements. In 1936, the CGT led
protests in which French workers oc-
cupied factories for weeks. To re-
store calm, the government forced
companies to make one of the big-
gest concessions yet to workers: two
weeks of paid vacation a year.

Others say the gift had a more
prosaic meaning: The Soviets were
grateful to a group of French work-
ers who hadn’t joined the 1936

strikes and helped finish the Soviet
monument in time for the World
Fair, says Aurélia Dufils, Mr. Gen-
tili’s niece, a history student who
wrote a thesis on the CGT.

The CGT proudly placed the
sculptures in front of a 17th-century
château, in the village of Baillet, that
the union had just bought and trans-
formed into a holiday resort for
workers. The union picked a site
close to the capital because most
workers couldn’t afford to travel
much farther.

“Women would come camping in
the park with their children all sum-
mer and workers joined them for the
weekend,” says Michèle Gautier,
daughter of a CGT union leader who
negotiated the acquisition of the châ-
teau in 1937. A 1938 picture shows Ms.
Gautier, then 3 years old, with her
mother and dwarfed by the 3-meter
Sovietsculptures. “The union was tak-
ing good care of us,” she says.

With World War II, the picture

darkened for the union.
In1939,theFrench government dis-

solved the Communist Party and sym-
pathizing movements, including the
CGT. During the war, the château was
transformed into a detention center
for CGT and Communist leaders. Ms.
Gautier says her father was arrested
for resisting Nazi occupation and de-
portedto Germany,neverto return. Ar-
chives suggest the friezes were
smashed in 1941 by pro-Nazi youth,
says Mr. Gentili, the archaeologist.

After the war, the CGT recovered
ownership of the château. It dis-
played the broken sculptures with a
note: “victims of fascism.” The union
built up again, obtaining rights such
as health insurance and unemploy-
ment benefits. It opened a clinic
where obstetrician Fernand Lamaze
promoted a Soviet method aimed at
reducing pain during childbirth.

But during the Cold War, many
French workers parted with the CGT
and joined rival unions that shed
Communist, revolutionary ideol-
ogy. The number of guests at the
Baillet château dwindled and the
CGT sold it in 1972.

All traces of the Soviet sculp-
tures were lost—until 2004, when
Mr. Gentili was dispatched to Baillet
by France’s National Institute for
Preventive Archaeological Searches
for what he thought would be a rou-
tine real-estate inspection.

By that time, the 17th-century châ-
teau had been destroyed by alleged ar-
son. A real-estate company had ap-
plied for a construction permit and
commissioned preventive archaeo-

logical digs, a common procedure for
areas around old buildings.

As Mr. Gentili ventured onto the
grounds, he found a centuries-old
“ice chest”—a 4µ-meter hole in
which people used to store ice. He
opened a hatch, obstructed with ce-
ment, and “fell on what turned out
to be the cement breast of a
woman,” he recalls.

As he dug further, he realized
he’d stumbled upon remains of the
1937 Soviet pavilion.

Though an expert in medieval
art, Mr. Gentili, 45, was familiar
with the history of the CGT-run re-
sort. His father, a steelworker who
had been affiliated with the union,
told him about holidays he had
taken at Baillet before Mr. Gentili
was born. “All my family used to
come here,” he says.

For budget reasons, the digging
began only last month. Mr. Gentili
and his group have unearthed hun-
dreds of broken cement blocks and
put together a trove of sculptures,
designed by Soviet artist Joseph
Chaikov.

In Russia, related work is being
done. The statues of the Worker and
Collective Farm Woman were cut into
pieces in 2003 in order to be cleaned
of rust and repaired. That is almost
done, and Moscow authorities are
now considering replacing the pedes-
tal on which the statues were dis-
played in the capital with a full-size
replica of the 1937 Soviet pavilion.

In Baillet, Mr.Gentili is tryingto un-
derstand why the broken sculptures
were buried so carefully in the ice
chest. “It’s as if someone wanted to
provide them with a grave,” he says.

Clues may lie in two objects
found hidden between the sculp-
tures: a 1952 coin, suggesting the
time after which they were buried;
and a beer bottle sealed with ce-
ment, with a roll of paper inside. The
bottle has yet to be opened as ex-
perts figure out how to avoid damag-
ing the paper inside.

Even once the mystery is solved,
French historians aren’t quite sure
what to do with the remains.

Legally, the sculptures belong to
the city of Baillet. The town’s mayor,
Christiane Aknouche, thinks the
works are “important symbols of
union history,” but says her village
is too small to find a place for bulky
cement blocks. “I’d be glad to keep a
small replica in the park. That’s the
best we can do.”

Paris’s Museum of Music is con-
sidering using the sculptures as
part of an exhibit on the relation-
ship between artists and Soviet au-
thorities under Stalin. That would
provide only a temporary home.

Longer term, some historians
say they are wary of putting prod-
ucts of Stalinist propaganda on per-
manent display.

Sylvie Gonzalez, curator of the
municipal museum in Saint-Denis, a
Communist-led city between Paris
and Baillet, says she would be happy
to provide a final home for the sculp-
tures, but says Stalin-era art is very
politically sensitive in France.

“The antagonism is still alive.”
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Dispatch / By David Gauthier-Villars

Archaeologist François Gentili, far left, helps pull a pallet loaded with Soviet
sculptures that were found buried in the village of Baillet in France.
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Nostalgia isn’t what it used to be
as France unearths Soviet statues

ON OTHER FRONTS

Online today
See photos from Baillet, plus

pictures from the 1937 Paris World Fair
at WSJ.com/Europe
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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

177' Trinity (2001)
Major re-fit complete
Priced in the 20's

Best Deal!!
954-646-3090

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

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

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

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

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

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
Advertising Sales Executive
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com
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AstraZeneca recently won preliminary approval in Europe to sell Iressa for
people with the appropriate genetic mutation.

U.S. train plans attract European interest
Transport secretary
scouts out suppliers
of high-speed rail

By Jeanne Whalen

The world of genetic research is
about to make a meaningful step for-
ward in the battle against cancer.

Researchers this weekend plan
to present new data confirming
what many doctors have long sus-
pected: that Iressa, a lung-cancer
drug once thought to be a flop,
could be of use to tens of thousands
of patients—specifically, Asians,
nonsmokers and others with a cer-
tain genetic quirk.

The confirmation adds to a body
of evidence that is emboldening
pharmaceutical companies, includ-
ing the drug’s maker, AstraZeneca
PLC, to develop a new wave of geneti-
cally targeted drugs that could im-
prove treatment of many types of
cancer. Other drugs that target spe-
cific genetic profiles include Hercep-
tin for breast cancer and Erbitux for
colon cancer. Drug companies are at-
tempting to develop many more.

“This is the direction cancer
care is going,” said Lecia Sequist, an
assistant professor of medicine at
Harvard Medical School and an on-
cologist at Massachusetts General
Hospital Cancer Center.

AstraZeneca introduced Iressa
in 2002 for the most common form
of lung cancer, a disease that kills
1.3 million people a year, according
to the World Health Organization.
The drug quickly fizzled when
larger studies failed to demon-
strate its effectiveness. But doctors
began to notice that the drug still
seemed to work in certain groups,
such as Asians and nonsmokers.

On Sunday at a conference in Or-
lando, Fla., researchers will present
the results of a clinical study that
supports the leading explanation
for the doctors’ observations: The
groups share a genetic mutation in
a cellular receptor, which is in-
volved in cancer-cell growth. Ac-
cording to preliminary results of
the study, which involved more

than 400 Asian participants, Iressa
stalled the progression of cancer
for a median 9.5 months in patients
with the mutation, compared with
6.3 months for chemotherapy treat-
ments.

To be sure, Iressa itself may not
prove to be a big lifesaver. While it
appears to stall the cancer’s

growth in these patients, the drug
hasn’t been shown to help people
live longer.

Perhaps more important,
though, is how the Iressa findings
will influence the way pharmaceuti-
cal companies make cancer drugs—
and how, as a result, doctors treat

the disease.
“It is a great example of how ge-

netics can be used to guide ther-
apy,” said David Carbone, the
Harold L. Moses chair in cancer re-
search at the Vanderbilt-Ingram
Cancer Center in Nashville, Tenn.

“It’s just one more affirmation
that genetic profiling of cancers
can help us improve diagnosis and
treatment,” said Gbola Amusa, a
pharmaceutical analyst with UBS
in London.

Doctors typically have pre-
scribed chemotherapy for cancer.
But not every cancer patient re-
sponds well to it, and it can have
bad side effects because it kills
healthy cells alongside cancerous
ones. Targeted drugs such as Iressa
are designed to kill only cancerous
cells, which means they often have
fewer side effects.

By using genetics to figure out
exactly which patients are most
likely to benefit from the targeted
drugs, researchers can spend their
time and development money

more effectively. And doctors can
waste less time on treatments that
don’t work.

Alan Barge, vice president of on-
cology development at AstraZeneca,
said the company’s researchers now
scrutinize the genetics of the can-
cers and drugs they are targeting
right from the start, hoping to zero
in on the patients most likely to re-
spond. In one example, AstraZeneca
is testing a drug for ovarian and
breast cancer in women who have a
mutation in the BRCA gene, which of-
ten is associated with cancer.

“Most of our competitors are do-
ing this as well, because the sci-
ence is taking you there whether
you want to go there or not,” Dr.
Barge said. “Science is redefining
disease.”

AstraZeneca recently won pre-
liminary approval in Europe to sell
Iressa for people with the appropri-
ate genetic mutation, a ruling As-
traZeneca hopes to repeat in other
markets. It is hoping the new data
will revive the drug, which had
modest global sales of $265 mil-
lion last year.

Some researchers aren’t yet cer-
tain of Iressa’s worth. Dr. Carbone
of Vanderbilt-Ingram says the drug
needs to extend life to make a real
difference to lung-cancer treat-
ment. Other oncologists, though,
say the drug can make an important
contribution just by delaying the
cancer’s growth, which will help pa-
tients feel better.

Greg Vrettos, a 62-year-old New
Hampshire resident who has the
right genetic mutation, has been
taking Iressa for nearly five years.
Within days of starting on the drug
in 2004, his symptoms—coughing
and shortness of breath—went
away. After six months, his tumor
had shrunk to the point that it was
no longer visible on a scan, he said
in a telephone interview. “From
that point it’s never reappeared. It’s
gone away,” he said.

AstraZeneca drug may fight some cancers

By Thomas Catan

And David Gauthier-Villars

MADRID—Europe’s engineering
and rail companies are lining up for
some potentially lucrative U.S. con-
tracts for high-speed rail projects.

At stake is $13 billion in stimulus
funds that the Obama administra-
tion is allocating to upgrade exist-
ing and build new rail lines that one
day could rival Europe’s best.

U.S. Transportation Secretary
Ray LaHood traveled through Eu-
rope this week, riding France’s bul-
let train, and meeting officials from
several companies eager for a piece
of the pie. On Friday, he is expected
to visit Spanish construction, civil
engineering and train building com-
panies.

“We think that the U.S. is a mar-
ket that is going to explode,” said
Nora Friend, a vice president for the
U.S. unit of Patentes Talgo SA, a
Spanish train builder that is in talks
with several U.S. states.

Engineering giants Alstom SA,
of France, and Siemens AG, of Ger-
many, each say they hope the U.S.

will adopt their respective bullet-
train technologies, which include
rolling stock, high-tech signaling
and electrification systems. Sie-
mens has already begun talks with
California, the state with the most
advanced plans for an ultra-fast net-
work in the U.S.

Construction and infrastructure
companies that have built high-
speed lines in Europe—including
Spain’s ACS Actividades y Servicios
de Construcción SA—have said
they are interested in building or up-
grading U.S. lines. State-owned rail-
ways including Spain’s Renfe and
France’s state railway company So-
ciété Nationale des Chemins de Fer,
or SNCF, have formally expressed in-
terest in running U.S. rail networks.

Officials from both SNCF and Als-
tom will be part of a delegation led
by French Transport Minister Domi-
nique Bussereau that will travel to
the U.S. next week to promote
French high-speed technology.

“We see that there’s now a huge,
huge interest in the U.S.,” said Joern
F. Sens, chief executive of Siemens’s
rolling stock unit. Siemens believes
the global railway business will be
worth annually more than $150 bil-
lion by 2016, and “a major share of
that will be in the U.S.,” Mr. Sens
said.

Of course, U.S. plans are still at
an early stage. And European compa-

nies’ hopes in a U.S. fast-rail system
have been raised—and dashed—be-
fore. In 1991, a consortium including
Alstom was selected to build a high-
speed rail connection between three
Texas cities—Dallas, Fort Worth
and Houston. But the contract was
later canceled because of lack of
funding and intense airline opposi-
tion.

This time, however, the federal
government is on board. In April,
President Barack Obama spelled out

his plan to “transform travel in
America with an historic invest-
ment in high-speed rail.”

Some states have already started
forging ahead. California’s voters ap-
proved a $10 billion bond issue to
fund its ambitious plan for an
800-mile network of bullet trains
that will travel at up to 220 miles per
hour. State officials have outlined
plans to build bullet train lines capa-
ble of taking passengers from Los An-
geles to San Francisco in two hours.

Mr. LaHood this week declared
France’s TGV bullet train a “magnifi-
cent system” after a trip from Paris
to Strasbourg. “In America we’re
just beginning what you’ve done
here in Europe,” Mr. LaHood said.
But he cautioned that the U.S. would
not just be looking to Europe for
technology.

Emboldened by their domestic
success, Spain’s construction and
civil engineering firms plan to press
hard for U.S. rail contracts. “Partici-
pating in the U.S. high-speed train is
part of our [long-term] strategy,”
said Marcelino Fernández, presi-
dent of ACS’s construction unit,
Dragados.

Still, European companies will
face stiff competition from others
including Canada’s Bombardier
Inc. And, though the U.S. doesn’t
have its own candidate to make the
high-speed trains, it has construc-
tion and engineering companies
aplenty for the most expensive
part of the projects: building the
lines.

“This isn’t the conquest of Amer-
ica, or a gold rush,” said Ignacio Bar-
rón, director of High Speed Rail at
the Paris-based International Union
of Railways. European and Japanese
companies can give know-how and
technical help, he said, but “a very
important part of the [investment]
will be done in the U.S.”

Transportation Secretary Ray LaHood said the U.S. aspires to rail service like that
achieved in Europe. He spoke Thursday at a transport forum in Leipzig, Germany.
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Drug makers are
developing a new
wave of genetically
targeted drugs.

By Ellen Byron

Expecting tough economic condi-
tions to continue next year, Procter
& Gamble Co. issued a profit fore-
cast for fiscal 2010 that fell well be-
low Wall Street’s projections.

P&G’s guidance for the fiscal
year beginning July 1, delivered in a
highly anticipated investor presen-
tation Thursday, included a gloomy
sales outlook.

For its current fiscal year, P&G ex-
pects organic sales, which exclude
the impact of acquisitions, divesti-
tures and foreign exchange, to in-
crease 2% to 3%, below its long-term
target of 4% to 6%. The company
foresees worse next year, predicting
organic-sales gains of 1% to 3%.

Countering investor criticism
that P&G’s premium-priced house-
hold staples are ill-suited for the cur-
rent recession, Chief Executive A.G.
Lafley promised “more new brands,
more new products.” He empha-
sized the company’s success in
“trading up” consumers, or persuad-
ing shoppers to pay more for every-
day items with increasingly sophisti-
cated features.

“Innovation is P&G’s lifeblood,”
Mr. Lafley said. Still, after months of
defending its need to raise prices to
offsethighercommoditycosts,falling
sales volumes and added product fea-
tures,heconcededThursdaythatP&G
would take a “surgical” approach to
cutting prices on some products
where the gap with competitors has
become too wide, including in its fab-
ric-care and paper-product busi-
nesses.

The Cincinnati company pro-
jected per-share earnings for fiscal
2010 of between $3.65 and $3.80,
well below analysts’ forecasts. For
the current fiscal year, P&G predicts
earnings of between $3.62 and $3.67.

P&G forecasts
weak sales gains
for coming year
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sums far greater than those in the
current uproar over Britain’s House
of Commons.

But the coming election to the
Brussels-based parliament is seiz-
ing attention in capitals across the
27-nation bloc for a different reason.
In the midst of the worst recession
since World War II, the vote could of-
fer a guide to political fallout for na-
tional governments to come.

“People think that the local and
European elections don’t matter as
much, so they can use those votes to
punish politicians they are unhappy
with,” says Julia Clark, head of politi-
cal research at pollster Ipsos MORI
in the U.K. Germany holds national
elections in the fall, while the U.K.
must hold them by June 2010.

From a Romanian property ty-
coon on bail on kidnapping charges,
to a Cambridge-educated ultrana-
tionalist in Britain, nationalist, anti-
immigrant and xenophobic politi-
cians are campaigning to tap into
popular anger. Some are likely to
make it to Brussels.

A recent poll of 1,800 Britons by
the YouGov polling agency found
that 19% planned to vote for the U.K.
Independence Party, which wants
Britain out of the EU and advocates a
tough line on immigration. The UKIP
vote appears to have been boosted
by a humiliating scandal ravaging
the major parties in Parliament, in
which legislators were found to have
billed anything from chocolate bars
to mortgages to the taxpayer. The
ruling Labour Party polled no more
than UKIP at 19%, while the Conser-
vatives also disappointed at 28%.

“The expenses scandal really rat-
tled my cage, and I have now com-
pletely lost faith in the Conserva-
tives,” said Yan Hardie, a Berkshire
housewife and former marketing

manager who had always supported
the Conservative Party, but now
plans to vote UKIP.

Nick Griffin, the leader and ac-
ceptable face of the ultraright Brit-
ish National Party, could secure a
seat in Brussels, something his party
has never achieved. The BNP scored
3% in the YouGov poll. He could also
be joined by the anti-immigrant
Party for Freedom in the Nether-
lands, as well as right-wing parties
from Austria and Italy, whose lead-
ers tap into anti-Muslim, anti-immi-
grant or anti-Gypsy sentiment.

In Hungary, the nationalist Jobbik
party, whose jackbooted costumes
have sparked accusations of neo-Na-
zism, is expecting as much as 10% of
the vote. The party denies it is racist.
In Romania, Steaua football-club
owner Gigi Becali has to get permis-
sion from police to leave home to cam-

paign for the nationalist Greater Ro-
mania party. He was charged with kid-
napping last month and released on
bail after police said he and his body-
guards detained at gunpoint three
men who allegedly had stolen his car.
The Greater Romania party had 7%
support in a recent opinion poll.

Even if the extreme right does
well, however, their numbers will be
far too small to influence voting in
parliament. Meanwhile, parliament’s
socialists are hoping they can capital-
ize on the downturn to eat away at
the mainstream conservative par-
ties’ current 62% majority, allowing
them to amend and block laws they
consider too market-oriented.

Reliable Europe-wide opinion
polls don’t exist. Still, “there’s a gen-
eral feeling that ... in the end, [the bal-
ance of forces in parliament] will not
be an awful lot different than what we

have today,” says Tony Robinson, a
spokesman for the alliance of mem-
bers of socialist parties in parliament.

Already this year, parliament has
blocked an effort by EU govern-
ments to change EU working-time
rules so that hours that doctors and
others spend on call wouldn’t be
counted toward the limit of 48
hours per workweek, a major bur-
den on hospitals. In 2006, parlia-
ment also significantly watered
down the so-called Services Direc-
tive, which aimed to create a single
market for service providers within
the EU, to match the single market
in goods that already exists.

Much of parliament’s time is
spent debating issues where either it
or the EU has no authority to act, cre-
ating a sense of powerlessness that
Ms. Raeva acknowledges can be “frus-
trating.” But if Ireland and a few
other remaining countries ratify the
so-called Lisbon treaty, parliament
would acquire some significant new
powers. Ireland is the only one of the
countries where the vote is in doubt.

These would include the right to
dismiss the European Commission

in a no-confidence vote. Parliament
would also be able to amend or block
legislation in nearly all areas—up
from about 75% of areas today—in
which the EU, rather than national
governments, has competence.

Other changes won’t depend on
the Lisbon treaty. Among these, all
European parliament members will
get paid Œ92,000 ($128,000) a year
after the election. Currently, they
get paid by national governments at
the same rate as legislators in their
national parliaments back home—
about Œ11,000 in Ms. Raeva’s case,
against Œ140,000 for Italian mem-
bers of the European Parliament.

That change had to be made be-
cause lower-paid East European
members complained when rules on
expenses were tightened up after
legislators were found to be abusing
parliament’s system on a massive
scale. Last year, for example, parlia-
mentary authories ordered British
Conservative party member Den Do-
ver to resign after parliamentary
staff accused him of having paid
more than £500,000 ($800,000) in
expense allowances to a company
owned by his family. Mr. Dover re-
fused to resign and would say in an
interview only that he has taken the
case to court to clear his name. UKIP
has had to fire two members over al-
leged expense abuses.

As a result, members will from
June be obliged to provide receipts
for travel and for their Œ298 a day liv-
ing allowance. If they don’t attend
at least half of the parliament’s ple-
nary sessions, they also will lose
half of their monthly expense allow-
ance.

“There’s a slow realization that
the parliament has to become more
accountable and transparent,” said
Pieter Cleppe, a Brussels-based offi-
cial for Open Europe, a U.K. think
tank critical of the EU.

Continued from first page

curities, an Istanbul brokerage. “The
issue is whether Turkey is going to
continue with the fiscal prudence …
and push forward with reforms.”

The government appears divided.
Ali Babacan, deputy prime minister
with responsibility for the economy,
told foreign bankers it was “meaning-
less to talk to the IMF delegation with-
out reaching a consensus in the gov-
ernment,” Turkey’s daily Sabah news-
paper reported Wednesday. IMF offi-
cials declined to comment on the
fund’s talks with Turkey.

Turkey has been hit hard by the
global downturn. Unemployment has
risen over the past six months to 16%.

Yet, unlike other nations in East-
ern Europe, Turkey hasn’t been at
any immediate risk of defaulting on
its debt. The country’s banking sec-
tor, rebuilt since a crisis in 2001, lacks
the developed mortgage market that
got some other economies into trou-
ble. Meanwhile, Turkey’s current-ac-
count deficit looks set to shrink to a
manageable gap of below $10 billion
this year because of dropping oil
prices and shrinking trade.

Mr. Erdogan appears increasingly
reluctant to risk potentially unpopu-
lar austerity and tax measures the
IMF is demanding that would hit his
core constituency—small business-
men in the Anatolian heartland—es-
pecially hard. His AK party won re-
election in 2007 with a landslide 47%
of the vote. But the ruling party’s vote
slipped to 39% in regional elections in
March, creating concern for Mr. Er-
dogan ahead of national elections in
2011.

The tight fiscal policy Mr. Er-
dogan’s government pursued from
2002 to 2007—in a country that had
been caught in a vicious circle of un-
sustainable debt and double-digit in-
flation for decades—won him praise
in the business community and in the
European Union, which agreed to
start membership talks.

Since 2007, though, when the gov-
ernment increased spending in the ap-
proach to general elections, that pru-
dence has disappeared.

“Are we going to tackle … struc-
tural reforms, or are we going to basi-
cally risk going back to the 1990s,
with unsustainable debt and high in-
flation?” says Murat Ucer, an Istanbul-
based economist for GlobalSource, a
New York economic intelligence com-
pany. “We haven’t started that game
yet, but the trend is in that direction.”

Continued from first page

Note: Inflation-adjusted GDP in local currency
Source: International Monetary Fund

Hard hit again?
Turkey’s gross domestic product,
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European Parliament
n Two chambers

Brussels and Strasbourg

n 23 languages

n 27 countries

n 240 political parties

n 736 members

n 2,000 translators

n Œ91,980 annual salary per member

n 240 political parties

n Œ1.53 billion annual budget

n 1.2 million pages translated per year

Turkey sparks a backlash

European Parliament election makes politicians jittery

Miner seeks end to iron-ore talks

FROM PAGE ONE

A worker puts up a billboard for next week’s European elections in front of the
European Parliament in Brussels.

United Auto Workers union would
receive a 17.5% GM stake to fund a re-
tiree health care trust. The Cana-
dian federal government and the
province of Ontario also are slated
to receive some equity and pre-
ferred stock in return for debt fi-
nancing.

The filing didn’t mention ordi-
nary shareholders, who are ex-
pected to be wiped out. They origi-
nally were to receive 1% in a re-
vamped GM.

Meantime, the government’s
plan calls for paying in full GM’s se-
cured lenders, including Citigroup
Inc. and J.P. Morgan Chase & Co.,
which are owed about $6 billion.
That would remove a potential ob-

stacle to an expedient bankruptcy re-
organization.

GM’s U.S. workers were voting
Thursday on contract amendments
that are also required by the U.S.
Treasury—alongside creditor back-
ing and a broader viability plan—to
meet a June 1 deadline set for secur-
ing extra U.S. government support.

Meantime, the German govern-
ment delayed until Friday a decision
on supporting a partial buyout of
the company’s European opera-
tions.

“Implementation of this pro-
posal would result in a New GM with
a healthy balance sheet, putting the
new company on a clear path to-
ward long-term viability and suc-
cess,” GM said in a statement.

Continued from first page

GM creditors back revised plan

Australian miner Fortescue
Metals Group Ltd. called on Chi-
nese steelmakers to conclude iron-
ore price talks quickly, after South
Korea’s Posco became the second
big steelmaker to strike an accord
for the year.

Posco agreed with Anglo-Aus-
tralian miner Rio Tinto on a 33% re-
duction in the price of iron-ore
fines to $58.20 a metric ton and a
44% cut in the price of iron-ore
lumps to $68.88 a ton.

Japan’s Nippon Steel Corp. had
reached a similar deal for the con-
tract year that started April 1, and
the terms could become the bench-
mark for other miners, such as Aus-

tralia’s BHP Billiton and Brazil’s
Cia. Vale do Rio Doce. Posco said it
remains in talks with BHP and
Vale.

The contract-price reductions
were the first in seven years, re-
flecting weaker demand from
steelmakers hit by the global
downturn.

But Chinese mills have been
seeking steeper cuts.

Fortescue Chief Executive An-
drew Forrest raised the pressure
on Chinese mills. “If they don’t ac-
cept the Nippon-Rio benchmark,
they will confine themselves to
the spot price for all time,” he said
Thursday in Sydney. The spot mar-

ket could expose mills to price in-
creases if the global economy re-
bounds.

China is the world’s biggest im-
porter of iron ore, accounting for
more than half the global
seaborne trade in the key steel-
making ingredient. Fortescue sells
all its output to customers in
China.

Contract prices last year ac-
counted for about 70% of the 840
million tons in seaborne iron-ore
trade. But that portion is expected
to fall this year, with Chinese steel
mills sourcing increasing amounts
on the spot market.

Chinese steel industry officials
weren’t available for comment
Thursday because of a holiday.

But after Rio Tinto and Nippon
reached a deal Tuesday, Chinese of-
ficials said they wouldn’t reverse
their demand for steep reduc-
tions. China’s mills have been push-
ing for the price of fines to be cut
to the level in 2007, when prices
were about $48 a ton.

Shan Shanghua, secretary-gen-
eral of the China Iron and Steel As-
sociation, last week said China’s
mills would demand a 45% price
cut from Rio Tinto and a 40% cut
from Vale.

Miners have resisted such
steep reductions, arguing that
they aren’t warranted by current
conditions and that Chinese de-
mand remains strong.

 —Ross Kelly in Sydney; Alex
Wilson in Melbourne, Australia;

and Kyong-Ae Choi in Seoul
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Unilever plans test of mobile coupons
In trial at U.S. supermarket, consumers will be able to redeem digital discount offers loaded on their cellphones

Note: Includes mobile message advertising, mobile display advertising and mobile search advertising.
*estimate                    Source: eMarketer, February 2009

Coupons go wireless
U.S. mobile advertising spending projections, 
in billions of dollars and year-to-year percentage change

2013*

2012*

2011*

2010*

2009*

2008

39.3%

69.5%

41.7%

30.9%

17.3%

35%

$3.33

$2.39

$1.41

$1.00

$0.76

$0.65
How a scannable
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Wal-Mart exports big-box concept

By Andrew LaVallee

Seeking to marry a ubiquitous de-
vice with a time-tested marketing
technique in a sour economy, Uni-
lever plans to begin a trial run Sun-
day of a new technology that lets con-
sumers redeem digital coupons by
having a supermarket cashier scan
their cellphones.

The test, being conducted at a
ShopRite store in
Hillsborough, N.J.,
will include dis-

count offers for some of Unilever’s
most popular brands, including Brey-
ers ice cream, Dove soap, Hellmann’s
mayonnaise and Lipton tea. Sample-
saint, a Chicago mobile-technology
firm, developed the system.

“This has been a Holy Grail thing
that people have been trying to fig-
ure out,” says Marc Shaw, director
of integrated marketing at the An-
glo-Dutch packaged-goods com-
pany, the first major marketer to
test such a service in the U.S. “I think
this is on target for where consum-
ers’ heads are at right now.”

To get the coupons, customers
must visit the Web site Samplesaint.
com, from which the discount offers
can be transmitted to an Internet-en-
abled cellphone. At checkout, the
cashier scans the bar code on the
phone’s screen, redeeming the cou-
pon and deleting it from the phone.
The test will run for four weeks, and
Mr. Shaw says he hopes to see it ex-
tended to other stores after that.

Mobile coupons have been an
area of growing interest for market-

ers, though the growth of overall
spending on mobile advertising has
been slowing down. Research firm
eMarketer expects U.S. mobile-ad
spending to grow 17% this year, less
than half of last year’s 35% gain.

Supermarkets, packed with hun-
dreds of brand names vying for at-
tention, are an important venue for
coupon providers. In an April study,
Icom, a division of Epsilon Data Man-
agement, said 87% of survey respon-
dents who had used coupons in the
past month redeemed them at gro-
cery stores, compared with 47% at
restaurants and 41% at department
stores. Earlier this month, Randalls
Food Markets, a unit of grocery gi-
ant Safeway, announced a coupon
initiative with technology providers
Cellfire and Shortcuts.com that
links discount offers to customers’

loyalty cards.
But technological hurdles re-

main. Many coupons offered on the
Web are printable, but can’t be trans-
ferred to a mobile device. And many
cellphone-based coupons require
the cashier to enter a code shown on-
screen. Manual entry can slow down
the checkout process, a big disadvan-
tage in low-margin, high-volume re-
tail businesses.

“We’re still in an attempt-and-
learn phase” in mobile couponing,
says Andy Murray, chief executive of
in-store-marketing agency Saatchi &
Saatchi X, part of Publicis Groupe.
Mr. Murray is skeptical that shop-
pers will load coupons onto their
phones before making grocery runs,
and he says finding, presenting and
redeeming the coupons could prove a
hassle for some. “Shoppers have a

time budget, a money budget and a
frustration budget,” he says.

The potential for entry errors
and other glitches has kept some big
companies from trying the format,
says Landy Ung, founder of 8cou-
pons, which provides online cou-
pons in New York. Steven Boal, CEO
of printable-coupon site Coupons.
com, says checkout with a mobile
coupon is “fraught with peril,” rang-
ing from incompatible devices to
software bugs to phones that get
dropped while being passed back
and forth. In addition, many retail
scanners can’t penetrate a cell-
phone screen to read the data.

Lawrence Griffith, CEO of Sam-
plesaint, says his company’s technol-
ogy has solved most of those prob-
lems, and is expected to greatly re-
duce coupon fraud, since coupons

will vanish from the cellphone after
redemption and can’t be forwarded
or emailed. “We have full control,”
he says.

Unilever’s Mr. Shaw says putting
marketing offers on a phone ties
brands to a personal device that peo-
ple tend to keep with them at all
times. “The cellphone is the thing
that when you leave it behind at
home, you go back and get it. It’s the
organizer of our lives,” he says.

American consumers have been
heavy users of coupons amid the re-
cession, and online-coupon provid-
ers have seen traffic and usage grow
this year. Mr. Boal says Coupons.
com is developing a mobile platform
it will launch in the third quarter,
while 8coupons, currently focused
on the New York market, will add
Washington this summer, followed
by Boston, Chicago and San Fran-
cisco in coming months, Ms. Ung
says.

Because consumers can select
the online coupon they want, the of-
fers have far higher redemption
rates than those in newspaper in-
serts and other ads. Cellfire typi-
cally sees redemption rates in the
mid-teen percentages, says CEO
Brent Dusing. Icom and others in the
industry estimate that the average
redemption rate for traditional cou-
pons is lower than 1%.

Unilever isn’t abandoning tradi-
tional print coupons, or even other
online partnerships, like one it has
with Cellfire. “It’s just another way to
do this,” Mr. Shaw says. “We want to
be out there with as much variety as
we can.”

Wal-Mart’s first store in India, a joint venture with Bharti Enterprises called Best
Price Modern Wholesale, will sell to shopkeepers and institutions, not consumers.

CORPORATE NEWS
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ADVERTISING

By Eric Bellman

AMRITSAR, India—Wal-Mart
Stores Inc. on Saturday rolls out its
deep-discount retailing formula in
India, targeted at a more than
$350-billion-a-year retail industry
made up almost entirely of small
merchants such as Ranjit Singh.

Mr. Singh, 18 years old, sells cook-
ies, chewing tobacco and soft drinks
from a wooden cart across the
street from the construction site of
Wal-Mart’s first Indian store. Under
Indian rules governing foreign re-
tailers, Wal-Mart and its joint-ven-
ture partner, Bharti Enterprises
Ltd., can’t sell directly to consumers
but instead will operate a cash-and-
carry business selling 10,000 prod-
ucts to licensed store owners,
schools, hospitals, hotels and other
institutions.

Even before it opened, the Wal-
Mart store, operating under the
name Best Price Modern Wholesale,
has been a boon for Mr. Singh, he
said. Most of his customers are the
dozens of construction workers
building the giant new edifice.

“I’ve never seen a store so big,
never even heard of Wal-Mart,” he
said. “I hope it will bring those high-
society people here.”

Mr. Singh and the more than 10
million other tiny retailers in India
are Wal-Mart’s greatest challenge
and greatest opportunity. If it can
win them over, they are likely to be-
come its biggest customers. Anger
them and they could use their politi-
cal power to block expansion.

After opening their first store
here in Amritsar, in the northwest-
ern state of Punjab, Wal-Mart and
Bharti plan to open as many as 15
stores nationwide in the next three
years, said Raj Jain, president of
Wal-Mart India.

Wal-Mart has been preparing
Amritsar for its arrival, Mr. Jain
said. It handed out more than
30,000 free memberships, spoke to
small-business associations and sur-
veyed shopkeepers. It prepared a
video in the local language to intro-
duce Wal-Mart and its business
style. “People are beginning to un-
derstand that there is a place for
modern retailing and a place for tra-
ditional stores,” Mr. Jain said.

Wal-Mart and other interna-
tional retailers, such as Germany’s
Metro AG, and new local players like
Reliance Industries Ltd. have been
working for years to carve out
pieces of a retail market dominated
by small family-run stores, usually
no bigger than a closet.

India is part of Wal-Mart’s rapid
global expansion under Mike Duke,
the former head of the company’s in-
ternational division who in Febru-
ary became chief executive. In his
previous job, he recruited native-
born managers in international mar-
kets who understood local customs.
Mr. Jain, for example, had worked
more than 20 years here for Uni-
lever PLC and Whirlpool Corp. Wal-
Mart’s 3,400 international stores
generate close to one quarter of the
company’s revenue.

The arrival of big-box wholesal-

ers and retailers in India was a major
political issue a couple of years ago,
with widespread protests from small
merchants. Some states also forced
Mumbai-based Reliance to back out
of planned store openings. But as the
Indian economy has slowed, the fu-
ror has eased. Shoppers became ac-
customed to larger stores from local
retailers such as Pantaloon Retail In-
dia Ltd. “People appreciate that they
are clean, that they are organized and
you have everything in one place,”
said Rakhee Mehta, a Mumbai-based
retailing consultant.

There have been no protests
around the building of Wal-Mart’s
new store. The 50,000-square-foot
Best Price store is surrounded by a
huge parking lot, a rarity in India.

The state government welcomed
the investment and the jobs it will
create though some fear the effect it
will have on small merchants—an is-
sue that has accompanied Wal-Mart
as it expanded in the U.S. as well.

Representatives from the new
store in Amritsar have reached out
to local merchants in the neighbor-
hood to let them know Wal-Mart in-
tends to supply small shop owners,
not compete with them.

Mr. Singh doubts he will ever
have the money or the courage to
shop there. “I’ve never been in an air-
conditioned store. I went to a hospi-
tal with air conditioning once,” he
said. “A big store like that isn’t for
people like me though. I’ll just have
to imagine what is inside.”

 —Sonya Misquitta in Mumbai
contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.90 $24.63 0.56 2.33%
Alcoa AA 35.80 9.09 0.04 0.44%
AmExpress AXP 14.20 24.30 0.80 3.40%
BankAm BAC 427.80 11.30 0.39 3.57%
Boeing BA 4.30 44.32 0.75 1.72%
Caterpillar CAT 14.70 34.59 –0.46 –1.31%
Chevron CVX 11.30 65.81 1.24 1.92%
Citigroup C 148.10 3.67 –0.03 –0.81%
CocaCola KO 8.60 46.90 0.27 0.58%
Disney DIS 11.80 23.99 0.12 0.50%
DuPont DD 6.80 27.79 0.23 0.83%
ExxonMobil XOM 26.30 69.23 0.93 1.36%
GenElec GE 79.60 13.19 0.20 1.54%
GenMotor GM 237.70 1.12 –0.03 –2.61%
HewlettPk HPQ 15.90 34.70 0.36 1.05%
HomeDpt HD 26.40 22.70 –0.63 –2.70%
Intel INTC 56.90 15.72 0.26 1.68%
IBM IBM 5.60 104.69 1.76 1.71%
JPMorgChas JPM 57.10 36.65 1.99 5.74%
JohnsJohns JNJ 10.40 54.53 0.31 0.57%
KftFoods KFT 9.20 25.82 0.36 1.41%
McDonalds MCD 8.00 58.13 0.31 0.54%
Merck MRK 26.70 26.77 0.14 0.53%
Microsoft MSFT 42.80 20.45 0.32 1.59%
Pfizer PFE 40.40 14.69 0.03 0.20%
ProctGamb PG 15.80 52.59 0.81 1.56%
3M MMM 3.80 56.55 0.51 0.91%
UnitedTech UTX 4.80 52.38 0.94 1.83%
Verizon VZ 13.90 29.27 0.32 1.11%
WalMart WMT 15.00 49.55 0.23 0.47%

Dow Jones Industrial Average P/E: 42
LAST: 8403.80 s 103.78, or 1.25%

YEAR TO DATE: t 372.59, or 4.2%

OVER 52 WEEKS t 4,242.42, or 33.5%

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

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

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

Brit Awys  650 –24 –8 –79 Volkswagen 190 5 21 –31

EMI Group  702 –15 –16 –48 AB Volvo 365 5 21 27

Prudential 336 –13 –9 –167 ThyssenKrupp 454 5 28 15

Rank Gp 222 –11 –25 –83 Peugeot 286 6 18 –33

Un Fenosa  193 –9 13 –33 Rentokil Initial 1927  224 6 –7 –96

Rallye 1412 –8 41 –76 Heineken 182 6 ... –7

SNS Bk  343 –7 –5 –223 ISS Glob  774 6 1 –11

Alcatel Lucent 777 –7 18 –175 Renault 371 6 38 4

Ladbrokes 189 –7 –4 –82 Deutsche Lufthansa 174 6 14 6

Gecina 706 –6 –23 –98 Norske Skogindustrier  1026 9 37 –59

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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 $47.2 23.36 3.50% –63.6% ...

Sanofi-Aventis S.A. France Pharmaceuticals 82.5 45.02 1.40 –4.6 –38.9%

France Telecom France Fixed Line Telecoms 63.2 17.35 0.99 –10.2 –1.3

Anglo Amer U.K. General Mining 36.2 16.89 0.96 –51.0 –20.5

GDF Suez France Multiutilities 84.2 27.56 0.86 –35.6 3.7

ING Groep Netherlands Life Insurance $21.9 7.54 –5.87% –68.9 –75.4

AXA S.A. France Full Line Insurance 38.2 13.11 –3.96 –42.3 –50.7

Deutsche Bk Germany Banks 37.0 46.55 –3.73 –35.8 –48.6

Koninklijke Phlps Netherlands Consumer Electronics 18.4 13.55 –3.25 –44.2 –45.5

Daimler Germany Automobiles 34.3 25.51 –3.11 –48.0 –37.5

...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

Telefonica S.A. 100.2 15.27 0.73% –17.1% 19.5%
Spain (Fixed Line Telecoms)
ENI 96.2 17.23 0.70 –34.1 –26.7
Italy (Integrated Oil & Gas)
Rio Tinto 44.2 27.56 0.69 –55.4 –4.0
U.K. (General Mining)
BP 167.7 5.08 0.64 –17.0 –19.7
U.K. (Integrated Oil & Gas)
British Amer Tob 55.2 17.09 0.12 –10.8 26.2
U.K. (Tobacco)
Royal Dutch Shll 92.8 18.76 ... –32.6 –27.0
U.K. (Integrated Oil & Gas)
SAP 51.6 30.22 –0.03 –14.2 –27.4
Germany (Software)
Roche Hldg Part. Cert. 93.2 143.90 –0.07 –20.1 –23.7
Switzerland (Pharmaceuticals)
Nokia 58.0 10.95 –0.18 –39.0 –35.9
Finland (Telecoms Equipment)
BHP Billiton 51.0 14.31 –0.21 –27.0 39.4
U.K. (General Mining)
E.ON 70.3 25.21 –0.36 –44.6 –15.9
Germany (Multiutilities)
BNP Paribas S.A. 69.4 47.60 –0.42 –27.1 –34.8
France (Banks)
Total S.A. 132.5 40.07 –0.42 –29.0 –21.5
France (Integrated Oil & Gas)
L.M. Ericsson Tel B 26.6 68.60 –0.58 –15.7 –40.9
Sweden (Telecoms Equipment)
BG Grp 61.6 10.79 –0.74 –16.6 50.3
U.K. (Integrated Oil & Gas)
Diageo 36.9 8.37 –0.77 –15.3 –5.7
U.K. (Distillers & Vintners)
Banco Santander 85.4 7.51 –0.79 –39.2 –28.7
Spain (Banks)
Iberdrola S.A. 42.2 6.06 –0.98 –34.3 –2.6
Spain (Conventional Electricity)
Nestle S.A. 138.8 39.30 –1.01 –23.6 8.0
Switzerland (Food Products)
Barclays 38.4 2.87 –1.03 –21.9 –52.8
U.K. (Banks)

GlaxoSmithKline 95.9 10.51 –1.04% –5.1% –29.8%
U.K. (Pharmaceuticals)
HSBC Hldgs 149.8 5.45 –1.04 –26.1 –32.5
U.K. (Banks)
Astrazeneca 59.1 25.47 –1.09 15.5 –11.1
U.K. (Pharmaceuticals)
Vodafone Grp 109.0 1.17 –1.10 –27.2 –6.0
U.K. (Mobile Telecoms)
UBS 42.3 15.65 –1.20 –39.3 –74.7
Switzerland (Banks)
Deutsche Telekom 49.0 8.07 –1.35 –24.9 –37.6
Germany (Mobile Telecoms)
Tesco 46.2 3.68 –1.39 –10.5 14.6
U.K. (Food Retailers & Wholesalers)
Assicurazioni Gen 31.4 15.99 –1.48 –38.0 –35.8
Italy (Full Line Insurance)
UniCredit 40.4 1.84 –1.55 –49.8 –63.7
Italy (Banks)
BASF 38.4 29.94 –1.61 –37.2 –5.3
Germany (Commodity Chemicals)
Soc. Generale 32.2 39.80 –1.74 –39.4 –64.4
France (Banks)
ABB 37.2 17.35 –1.76 –48.3 16.2
Switzerland (Industrial Machinery)
Allianz SE 43.7 69.25 –1.84 –42.5 –42.7
Germany (Full Line Insurance)
Intesa Sanpaolo 41.8 2.53 –1.84 –38.7 –44.5
Italy (Banks)
Bayer 41.4 38.82 –1.85 –31.1 11.4
Germany (Specialty Chemicals)
Credit Suisse Grp 51.0 46.68 –2.02 –11.9 –33.8
Switzerland (Banks)
Novartis 104.6 42.90 –2.19 –22.4 –36.5
Switzerland (Pharmaceuticals)
Banco Bilbao Viz 44.9 8.60 –2.27 –39.1 –46.2
Spain (Banks)
Siemens 67.0 52.56 –2.27 –27.5 –21.5
Germany (Diversified Industrials)
Unilever 40.9 17.12 –2.59 –17.6 –2.5
Netherlands (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.16% 0.45% 1.7% 2.8% -6.2%
Event Driven 0.28% 1.20% 2.3% 4.0% -26.7%
Equity Market Neutral 0.18% -1.12% -2.4% -3.5% -11.3%
Equity Long/Short 0.16% 0.76% -1.0% -0.3% -19.8%

*Estimates as of 05/27/09, 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 1.22 102.92% 0.02% 1.87 1.19 1.48

Eur. High Volatility: 11/1 2.46 105.70 0.04 3.89 2.20 2.97

Europe Crossover: 11/1 7.40 108.52 0.10 9.71 7.10 8.44

Asia ex-Japan IG: 11/1 1.83 107.56 0.04 3.84 1.83 2.81

Japan: 11/1 1.70 115.73 0.05 4.33 1.68 2.96

 Note: Data as of May 27

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: Bank revenues from equity capital markets

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

Source: Dealogic
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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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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.37% 11 World -a % % 182.83 0.11%–36.9% 5.11% 10 U.S. Select Dividend -b % % 499.63 0.03%–36.6%

2.38% 12 Global Dow 1097.10 –0.04% –32.5% 1624.52 0.05% –39.4% 4.69% 15 Infrastructure 1215.40 –0.41% –28.1% 1607.69 –0.80% –35.8%

3.58% 20 Stoxx 600 207.90 –1.18% –35.2% 216.51 –1.09% –41.8% 2.27% 7 Luxury 682.20 –1.85% –30.2% 806.44 –1.76% –37.3%

3.74% 16 Stoxx Large 200 223.10 –1.16% –35.3% 231.08 –1.07% –41.9% 1.59% 9 BRIC 50 350.40 0.47% –30.1% 463.52 0.08% –37.6%

2.76% -24 Stoxx Mid 200 191.10 –1.26% –34.6% 197.85 –1.17% –41.3% 4.44% 13 Africa 50 711.70 0.02% –34.8% 626.80 –0.37% –41.7%

2.97% 21 Stoxx Small 200 119.30 –1.25% –34.8% 123.45 –1.16% –41.5% 3.94% 6 GCC % % 1328.12 –0.46% –54.4%

3.56% 16 Euro Stoxx 227.50 –1.10% –37.1% 236.91 –1.01% –43.6% 5.33% 10 Sustainability 683.50 –0.75% –31.4% 803.21 –0.83% –38.6%

3.68% 13 Euro Stoxx Large 200 242.10 –1.10% –37.3% 250.49 –1.01% –43.7% 2.74% 11 Islamic Market -a % % 1597.81 0.45% –33.6%

2.96% -17 Euro Stoxx Mid 200 215.40 –1.02% –36.3% 222.77 –0.93% –42.8% 3.10% 10 Islamic Market 100 1446.00 –0.10% –23.9% 1722.41 –0.18% –31.8%

3.04% 14 Euro Stoxx Small 200 130.50 –1.20% –36.0% 134.90 –1.12% –42.5% 3.10% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1165.50 –2.15% –47.4% 1390.62 –2.06% –52.8% 2.28% 12 DJ U.S. TSM % % 9152.28 –0.01% –35.6%

5.34% 9 Euro Stoxx Select Div 30 1354.80 –1.32% –50.1% 1622.76 –1.23% –55.2% % DJ-UBS Commodity 121.70 1.39% –34.9% 123.25 1.48% –41.6%

*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 1.2760 2.0376 1.1762 0.1654 0.0410 0.1981 0.0132 0.3208 1.7786 0.2389 1.1456 ...

 Canada 1.1139 1.7787 1.0267 0.1444 0.0358 0.1729 0.0115 0.2801 1.5525 0.2085 ... 0.8729

 Denmark 5.3413 8.5295 4.9235 0.6922 0.1716 0.8293 0.0552 1.3430 7.4450 ... 4.7953 4.1860

 Euro 0.7174 1.1457 0.6613 0.0930 0.0231 0.1114 0.0074 0.1804 ... 0.1343 0.6441 0.5623

 Israel 3.9770 6.3509 3.6659 0.5154 0.1278 0.6175 0.0411 ... 5.5433 0.7446 3.5705 3.1168

 Japan 96.7500 154.5001 89.1828 12.5384 3.1089 15.0212 ... 24.3274 134.8550 18.1136 86.8609 75.8230

 Norway 6.4409 10.2855 5.9371 0.8347 0.2070 ... 0.0666 1.6195 8.9776 1.2059 5.7826 5.0477

 Russia 31.1200 49.6955 28.6860 4.0330 ... 4.8316 0.3217 7.8250 43.3766 5.8263 27.9391 24.3887

 Sweden 7.7163 12.3222 7.1128 ... 0.2480 1.1980 0.0798 1.9402 10.7554 1.4446 6.9276 6.0473

 Switzerland 1.0849 1.7324 ... 0.1406 0.0349 0.1684 0.0112 0.2728 1.5121 0.2031 0.9740 0.8502

 U.K. 0.6262 ... 0.5772 0.0812 0.0201 0.0972 0.0065 0.1575 0.8728 0.1172 0.5622 0.4908

 U.S. ... 1.5969 0.9218 0.1296 0.0321 0.1553 0.0103 0.2514 1.3939 0.1872 0.8978 0.7837

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 428.75 2.75 0.65% 826.00 314.00
Soybeans (cents/bu.) CBOT 1179.00 –8.00 –0.67% 1,650.00 779.00
Wheat (cents/bu.) CBOT 630.50 4.75 0.76 1,144.75 447.00
Live cattle (cents/lb.) CME 81.850 –1.250 –1.50 117.500 78.075
Cocoa ($/ton) ICE-US 2,583 74 2.95 3,220 1,932
Coffee (cents/lb.) ICE-US 136.80 1.30 0.96 181.60 106.60
Sugar (cents/lb.) ICE-US 15.64 –0.13 –0.82 16.05 9.97
Cotton (cents/lb.) ICE-US 54.23 –1.35 –2.43 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,505.00 unch. unch. 2,747 1,790
Cocoa (pounds/ton) LIFFE 1,703 65 3.97 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,523 –10 –0.65 2,314 1,434

Copper (cents/lb.) COMEX 213.70 1.60 0.75 372.00 129.95
Gold ($/troy oz.) COMEX 963.20 8.00 0.84 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1516.00 29.50 1.98 2,170.00 690.00
Aluminum ($/ton) LME 1,399.50 –30.50 –2.13 3,340.00 1,288.00
Tin ($/ton) LME 13,450.00 –325.00 –2.36 23,700.00 9,750.00
Copper ($/ton) LME 4,655.00 0.50 0.01 8,811.00 2,815.00
Lead ($/ton) LME 1,443.00 8.00 0.56 2,225.00 870.00
Zinc ($/ton) LME 1,443.00 –36.50 –2.47 2,037.00 1,065.00
Nickel ($/ton) LME 13,420 20 0.15 24,530 9,000

Crude oil ($/bbl.) NYMEX 65.08 1.63 2.57 147.40 42.19
Heating oil ($/gal.) NYMEX 1.6305 0.0422 2.66 4.1300 1.2000
RBOB gasoline ($/gal.) NYMEX 1.8741 0.0191 1.03 3.6800 1.1250
Natural gas ($/mmBtu) NYMEX 3.957 0.319 8.77 11.981 3.395
Brent crude ($/bbl.) ICE-EU 64.39 1.89 3.02 143.31 42.62
Gas oil ($/ton) ICE-EU 516.25 16.25 3.25 1,258.25 392.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 28
Per In

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

Argentina peso-a 5.2113 0.1919 3.7388 0.2675

Brazil real 2.8069 0.3563 2.0138 0.4966
Canada dollar 1.5525 0.6441 1.1139 0.8978

1-mo. forward 1.5523 0.6442 1.1136 0.8980
3-mos. forward 1.5516 0.6445 1.1132 0.8984
6-mos. forward 1.5504 0.6450 1.1124 0.8990

Chile peso 787.21 0.001270 564.78 0.001771
Colombia peso 3045.42 0.0003284 2184.90 0.0004577
Ecuador US dollar-f 1.3939 0.7174 1 1
Mexico peso-a 18.4336 0.0542 13.2250 0.0756
Peru sol 4.1948 0.2384 3.0095 0.3323
Uruguay peso-e 32.825 0.0305 23.550 0.0425
U.S. dollar 1.3939 0.7174 1 1
Venezuela bolivar 2.99 0.334111 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7786 0.5623 1.2760 0.7837
China yuan 9.5176 0.1051 6.8283 0.1465
Hong Kong dollar 10.8060 0.0925 7.7527 0.1290
India rupee 66.3124 0.0151 47.5750 0.0210
Indonesia rupiah 14392 0.0000695 10325 0.0000969
Japan yen 134.85 0.007415 96.75 0.010336

1-mo. forward 134.81 0.007418 96.72 0.010340
3-mos. forward 134.72 0.007423 96.66 0.010346
6-mos. forward 134.53 0.007433 96.52 0.010361

Malaysia ringgit-c 4.8959 0.2043 3.5125 0.2847
New Zealand dollar 2.2318 0.4481 1.6012 0.6246
Pakistan rupee 112.972 0.0089 81.050 0.0123
Philippines peso 65.999 0.0152 47.350 0.0211
Singapore dollar 2.0234 0.4942 1.4517 0.6889
South Korea won 1768.94 0.0005653 1269.10 0.0007880
Taiwan dollar 45.440 0.02201 32.600 0.03067
Thailand baht 47.948 0.02086 34.400 0.02907

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

Euro zone euro 1 1 0.7174 1.3939
1-mo. forward 1.0003 0.9997 0.7176 1.3935
3-mos. forward 1.0008 0.9992 0.7180 1.3927
6-mos. forward 1.0015 0.9985 0.7185 1.3918

Czech Rep. koruna-b 26.859 0.0372 19.270 0.0519
Denmark krone 7.4450 0.1343 5.3413 0.1872
Hungary forint 285.93 0.003497 205.14 0.004875
Norway krone 8.9776 0.1114 6.4409 0.1553
Poland zloty 4.5237 0.2211 3.2455 0.3081
Russia ruble-d 43.377 0.02305 31.120 0.03213
Sweden krona 10.7554 0.0930 7.7163 0.1296
Switzerland franc 1.5121 0.6613 1.0849 0.9218

1-mo. forward 1.5116 0.6615 1.0845 0.9221
3-mos. forward 1.5104 0.6621 1.0836 0.9228
6-mos. forward 1.5079 0.6632 1.0819 0.9243

Turkey lira 2.1787 0.4590 1.5631 0.6398
U.K. pound 0.8728 1.1457 0.6262 1.5969

1-mo. forward 0.8730 1.1455 0.6263 1.5967
3-mos. forward 0.8732 1.1452 0.6265 1.5963
6-mos. forward 0.8734 1.1449 0.6266 1.5958

MIDDLE EAST/AFRICA
Bahrain dinar 0.5254 1.9031 0.3770 2.6527
Egypt pound-a 7.8362 0.1276 5.6220 0.1779
Israel shekel 5.5433 0.1804 3.9770 0.2514
Jordan dinar 0.9875 1.0126 0.7085 1.4114
Kuwait dinar 0.4023 2.4858 0.2886 3.4649
Lebanon pound 2090.78 0.0004783 1500.00 0.0006667
Saudi Arabia riyal 5.2270 0.1913 3.7501 0.2667
South Africa rand 11.2623 0.0888 8.0800 0.1238
United Arab dirham 5.1193 0.1953 3.6728 0.2723

SDR -f 0.9039 1.1063 0.6485 1.5420

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

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

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

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

 20 EUROPE DJ Stoxx 600 207.93 –2.48 –1.18% 5.6% –35.2%

 13 DJ Stoxx 50 2117.79 –20.68 –0.97 2.5% –33.4%

 16 Euro Zone DJ Euro Stoxx 227.52 –2.52 –1.10 2.1% –37.1%

 14 DJ Euro Stoxx 50 2453.15 –26.33 –1.06 0.1% –34.6%

 8 Austria ATX 2028.58 –13.94 –0.68 15.9% –53.8%

 13 Belgium Bel-20 2063.65 –20.87 –1.00 8.1% –44.6%

 8 Czech Republic PX 901.5 –8.8 –0.97 5.0% –46.2%

 16 Denmark OMX Copenhagen 271.40 –5.95 –2.15 20.0% –35.9%

 12 Finland OMX Helsinki 5836.29 –19.64 –0.34 8.0% –39.6%

 12 France CAC-40 3263.70 –31.16 –0.95 1.4% –34.4%

 20 Germany DAX 4932.88 –67.89 –1.36 2.6% –30.1%

 … Hungary BUX 15644.73 –61.96 –0.39 27.8% –31.1%

 8 Ireland ISEQ 2691.21 –57.31 –2.09 14.8% –55.9%

 9 Italy S&P/MIB 20150 –162 –0.80 3.5% –38.5%

 9 Netherlands AEX 260.90 –3.30 –1.25 6.1% –46.1%

 8 Norway All-Shares 336.14 1.43 0.43% 24.4% –40.5%

 17 Poland WIG 29454.42 –320.94 –1.08 8.2% –36.7%

 12 Portugal PSI 20 7240.72 –50.23 –0.69 14.2% –31.6%

 … Russia RTSI 1053.73 22.94 2.23% 66.8% –56.8%

 8 Spain IBEX 35 9435.5 –75.3 –0.79% 2.6% –30.3%

 15 Sweden OMX Stockholm 241.26 –0.57 –0.24 18.1% –25.5%

 10 Switzerland SMI 5350.59 –68.83 –1.27 –3.3% –29.1%

 8 Turkey ISE National 100 35021.01 –147.72 –0.42 30.4% –10.4%

 10 U.K. FTSE 100 4387.54 –28.69 –0.65 –1.1% –27.7%

 12 ASIA-PACIFIC DJ Asia-Pacific 102.63 –0.91 –0.88 9.7% –32.9%

 … Australia SPX/ASX 200 3755.7 –45.4 –1.19 0.9% –34.2%

 … China CBN 600 22488.39 Closed 52.3% –20.7%

 15 Hong Kong Hang Seng 17885.27 Closed 24.3% –26.7%

 17 India Sensex 14296.01 186.37 1.32 48.2% –12.4%

 … Japan Nikkei Stock Average 9451.39 12.62 0.13 6.7% –33.1%

 … Singapore Straits Times 2292.97 –13.11 –0.57 30.2% –27.5%

 11 South Korea Kospi 1392.17 30.15 2.21 23.8% –24.4%

 13 AMERICAS DJ Americas 237.24 2.63 1.12 4.9% –35.8%

 … Brazil Bovespa 52741.31 949.70 1.83 40.5% –27.6%

 16 Mexico IPC 24537.82 30.01 0.12 9.6% –23.0%

*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 28, 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* 241.97 –0.34% 6.3% –36.9%

3.40% 14 World (Developed Markets) 952.14 –0.64% 3.5% –36.9%

3.10% 14 World ex-EMU 111.35 –0.80% 3.5% –35.4%

3.20% 15 World ex-UK 948.42 –0.79% 2.7% –36.4%

4.20% 12 EAFE 1,308.52 0.59% 5.7% –38.8%

3.40% 10 Emerging Markets (EM) 754.18 1.97% 33.0% –36.7%

4.70% 10 EUROPE 73.44 0.68% 5.8% –35.0%

5.10% 10 EMU 146.94 0.22% 3.4% –44.0%

4.50% 12 Europe ex-UK 80.29 0.47% 3.5% –35.2%

5.80% 9 Europe Value 82.63 0.86% 6.6% –37.9%

3.70% 11 Europe Growth 63.45 0.49% 5.0% –32.1%

4.00% 10 Europe Small Cap 126.93 1.08% 25.7% –34.3%

3.60% 5 EM Europe 214.82 1.75% 35.3% –46.8%

5.30% 8 UK 1,312.03 0.13% –0.2% –27.5%

3.40% 10 Nordic Countries 114.48 0.41% 16.7% –37.7%

2.70% 4 Russia 595.19 1.38% 44.4% –56.0%

4.40% 9 South Africa 613.79 0.50% 6.0% –17.8%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 315.18 2.52% 27.4% –35.8%

2.20% 25 Japan 553.96 1.23% 4.5% –35.7%

2.70% 11 China 52.06 4.70% 27.6% –30.7%

1.50% 14 India 558.72 3.96% 51.3% –21.5%

1.70% 14 Korea 369.84 –0.45% 20.5% –27.4%

5.90% 13 Taiwan 251.92 3.47% 45.3% –26.8%

2.60% 19 US BROAD MARKET 983.29 –1.86% 0.1% –34.8%

1.80% -56 US Small Cap 1,282.59 –1.95% 2.9% –32.2%

3.80% 12 EM LATIN AMERICA 2,948.36 0.29% 41.9% –37.5%

*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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Toyota, Honda, Nissan cut output

From left, German officials Roland Koch, Karl-Theodor zu Guttenberg and Peer
Steinbrueck, on Thursday after talks about financing for GM’s European operations.

By Neil King Jr.

The head of the Obama adminis-
tration’s auto task force, former fin-
ancier Steven Rattner, was valued at
at least $188 million when he signed
on at the Treasury Department in
late February, including a sizable
holding in an investment fund oper-
ated by the owner of Chrysler LLC.

According to a copy of his federal
financial-disclosure form, Mr. Ratt-
ner held between $500,000 and $1
million of shares in Cerberus Institu-
tional Partners LP Series 2, a fund
managed by Cerberus Capital Part-
ners, which bought Chrysler from
Germany’s Daimler AG in 2007.

Mr. Rattner is a key participant

in the administration’s bid to rescue
Chrysler through a Chapter 11 bank-
ruptcy reorganization that
will wipe out the value of
Cerberus’s shares.

Treasury officials said
Mr. Rattner sold his shares
in the Cerberus fund soon
after coming to the Trea-
sury Department in Febru-
ary. “Like all employees,
Steven Rattner was re-
quired to comply with fi-
nancial conflict-of-inter-
est rules, including divesti-
tures where needed, and
he has done so fully,” said a Trea-
sury spokeswoman.

Mr. Rattner, who declined to com-

ment, resigned as a managing part-
ner of Quadrangle Group, a New York

private-equity firm he co-
founded, to run the auto-
rescue effort. Federal finan-
cial statements require offi-
cials to list the value of
their assets broadly. Mr.
Rattner’s net worth falls be-
tween $188 million and
$608 million.

Another member of the
Obama auto team, Ron
Bloom, disclosed a net
worth of between $600,000
and $1.25 million. Mr.

Bloom once worked as an invest-
ment banker at Lazard Freres & Co.,
as did Mr. Rattner.

By Jeffrey McCracken

And Andrew Grossman

Visteon Corp., a former division
of Ford Motor Co. and one of the
country’s largest auto suppliers,
filed for bankruptcy protection for
its U.S. operations Thursday after
continued production cutbacks by
its car-making customers eroded
the company’s financial stability.

The crisis in the global auto in-
dustry—which has pushed Chrysler
LLC into bankruptcy protection and
General Motors Corp. to the brink
of filing—is also ravaging parts sup-
pliers. Indeed, Visteon already has
company in bankruptcy court. Met-
aldyne Corp.—a unit of Japan’s
Asahi Tec Corp. that makes chassis
and powertrain components for
GM, Ford, Chrysler and Toyota Mo-
tor Corp. —filed for bankruptcy pro-
tection Wednesday night. Metal-
dyne has a deal to sell most of its as-
sets to buyout firms RHJ Interna-
tional Inc. and the Carlyle Group,
subject to higher bids at a court-su-
pervised auction. Metaldyne had
revenue last year of $1.57 billion.

Though expected for months, a
Visteon filing could complicate mat-
ters for Ford, the one Detroit auto
maker to so far avoid government
aid. Visteon doesn’t have any financ-
ing lined up from banks, and will
have to lean heavily on Ford and
other auto companies for cash to get
it through a restructuring.

“Visteon is taking this step to
maximize the long-term value of the
company,” Visteon Chief Executive
Donald J. Stebbins said in a written
statement.

“During the reorganization pe-
riod, we will seek to address our cap-
ital structure and legacy costs that
are not sustainable given the cur-
rent economic environment.”

Visteon expects to fund its opera-
tions with its U.S. cash balance, cash
flows from operations and a
debtor-in-possession facility. Ford
has executed a commitment letter
to support debtor-in-possession fi-
nancing for Visteon’s restructuring
efforts and to ensure long-term con-
tinuity of supply. Other global cus-
tomers have also expressed their
support, the company said.

“Ford’s top priority is to ensure
we have sufficient parts and mate-
rial to protect our production,”
Ford’s Global Purchasing Group Vice
President Tony Brown said in a writ-
ten statement.

“As a result of the growing finan-
cial pressure in the supply base, it is
not unusual for suppliers to request
assistance from Ford — as well as
other auto makers, Mr. Brown said.
“Ford evaluates these requests on a
case-by-case basis and takes action
when appropriate to maintain our
production. Because Visteon is an

important, preferred supplier to
Ford, we have committed to provid-
ing financial support to help Visteon
meet its business challenges.”

As of Dec. 31, Visteon employed
11,000 salaried workers and 22,500
hourly workers world-wide. It also
had $893 million in unfunded pen-
sion obligations.

Visteon has failed to turn an an-
nual profit since it was spun off by
Ford in 2000. In 2005, the auto
maker took back the majority of Vis-
teon’s plants. Since then, Ford has
whittled those 17 plants to six.

Auto-supplier bankruptcies have
frequently caused unforeseen and
expensive problems for auto mak-
ers, as suppliers can use the courts
to reject contracts and demand
higher pay for much-needed parts.
Some suppliers are unable to line up
enough financing from lenders, forc-
ing auto makers to inject money to
keep the companies afloat.

Visteon is by far Ford’s largest
parts supplier, and the auto maker
accounts for one-third of Visteon’s
$9 billion of annual sales. Korean-
based auto maker Hyundai Motor
Co. is the next biggest customer,
with 30% of Visteon’s sales.

Visteon, based in Van Buren
Township, Mich., produces parts in-
cluding radios for Ford’s Fusion se-
dan, instrument clusters on the
F-150 pickups and climate-control
parts on the new Flex crossover.

Ford hasn’t experienced any pro-
duction issues as a result of Vis-
teon’s troubles, Mr. Brown said. The
auto maker will continue to monitor
the situation.

Visteon received waivers from
its lenders after it violated the provi-
sions of its loans in March, after in-
dependent accountants said they
doubted the company’s ability to re-
main a going concern. One of those
waivers expires on May 30.

Whether Visteon is able to re-
structure or is forced to liquidate de-
pends largely on how much support
Ford is willing to give, said Doug
Bernstein, managing partner of the
bankruptcy group at law firm Plun-
kett Cooney P.C. “How dependent is
Ford?” he said. “If Ford’s not there
to support, it could very well end up
in liquidation because I don’t know
who’s going to finance it then.”

Ford assumed $167 million in Vis-
teon secured loans this month. Vis-
teon hopes Ford will let it borrow
against that loan for bankruptcy fi-
nancing and also provide other lend-
ing as well, said people familiar with
the matter.

Visteon has hired law firm Kirk-
land & Ellis as bankruptcy counsel
and financial advisers Rothschild
LLC and Alvarez & Marsal.

The filing was made in a Wilming-
ton, Del., federal bankruptcy court.

Ford parts maker Visteon
takes bankruptcy refuge

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.,
Honda Motor Co. and Nissan Mo-
tor Co. slashed domestic produc-
tion sharply in April, though at a
slower pace than the previous
month, suggesting progress in re-
ducing inventories amid the eco-
nomic slump.

Japan’s top three car makers
slammed the brakes on output in
the quarter ended in March to avoid
inventory build-up, as auto demand
tumbled in key markets across the
globe.

The production data are encour-
aging signs for Japan’s auto indus-
try, after a slight pickup in demand
in their home market thanks to tax
breaks the government introduced

last month for fuel-efficient cars.
For the two biggest Japanese

car makers, Toyota and Honda,
brisk orders for their recently

launched hybrid cars brought more
encouraging news. Toyota released
a remodeled Prius on Monday, with
presales orders totaling more than
80,000 vehicles, while Honda con-
tinues to enjoy a growth in demand

for its Insight hybrid, which took
the top spot in Japan’s monthly
auto sales by model in April.

However, these car makers are
remaining on guard as a collapse of
U.S. giant General Motors Corp.
could dent auto sales in that mar-
ket, pushing them to reduce domes-
tic production of vehicles marked
for export.

Toyota, the world’s biggest car
maker by volume, said it reduced
domestic output by 56.1% in April
from a year earlier, compared with
a 58.4% drop in March. Honda said
it cut production in Japan by 37.5%
in the month, narrower than a re-
duction of 40.3% in March, while
Nissan made 49.8% fewer vehicles
in April, compared with a 55.6% out-
put cut in March.

A U.S.-German dispute over the
fate of the European operations of
General Motors Corp. intensified
Thursday after the car maker and
government officials couldn’t agree
on financing arrangements for a res-
cue package.

The German government de-
layed a decision on supporting the
partial sale of GM’s Opel and Vaux-
hall units until Friday, calling for
more details from the company and
U.S. government officials.

GM needs to secure the fate of
its domestic and overseas opera-
tions ahead of a bankruptcy filing
viewed as all but inevitable, with
an announcement expected as
early as Sunday.

After talks stretched into the
early hours Thursday, Germany de-
layed a decision on providing state-
backed bridge financing to the
Opel unit after being surprised by
GM’s request for an extra Œ300 mil-
lion, or roughly $420 million, in
bridge financing. That would be in
addition to the Œ1.5 billion under
discussion.

“What happened overnight in
part borders on the absurd,” Ger-
man Economics Minister Karl-The-
odor zu Guttenberg told reporters

later Thursday. “I would hope for
more seriousness and willingness to
compromise from the U.S. side.”

Austrian-Canadian company Ma-
gna International Inc. and Italian
auto maker Fiat SpA remain in the
race for Opel/Vauxhall, but financial
investor Ripplewood Holdings LLC
has dropped out.

While a decision on Berlin’s pre-
ferred bidder is pending, the con-
tenders are discussing a plan under
which GM would sell 65% of Opel
and retain the rest.

Armin Schild, a union member
on Opel’s supervisory board, said a
number of covenants were set late
Wednesday on the way toward a
bridge-financing solution. “One of
them was to agree on a 65%-35%

logic,” Mr. Schild said.
As the talks in Berlin continue,

European Union industry minis-
ters will hold a special meeting in
Brussels on Friday to discuss GM’s
fate amid concerns that the Ger-
man-led talks could result in other
countries with Opel operations
coming up short.

The meeting was called to action
by the Belgian government to ensure
any Opel rescue is fair to all Euro-
pean countries where GM has opera-
tions, including a major Opel plant in
Belgium and two Vauxhall plants in
the U.K. Overall, GM Europe employs
nearly 55,000 workers.

—Alessandro Torello, Peppi
Kiviniemi and Roman Kessler

contributed to this article.

GM splits U.S., Germany
Berlin withholds OK
on European units
amid financing rift

U.S. auto head’s net worth disclosed

Steven Rattner

FOCUS ON AUTOMOBILES

The production data
are encouraging
signs for Japan’s
auto industry.

NEW DELHI—Mahindra & Ma-
hindra Ltd. said its fourth-quarter
net profit surged 89% year-to-year,
boosted by higher nonoperating in-
come and a reduction in other ex-
penses and tax provisions.

The company, India’s biggest
maker of sport-utility vehicles and
tractors by sales, said in a statement
to the Bombay Stock Exchange that
net profit in the three months ended
March 31 climbed to 4.18 billion ru-
pees ($87.9 million) from 2.21 bil-

lion rupees a year earlier. Sales rose
15% to 36.19 billion rupees.

Income from sources other than
its main business of manufacturing
jumped nearly fourfold to 614.3 mil-
lion rupees from 159 million rupees
a year earlier.

Mahindra said its other income
included a 340.1-million-rupee
profit from the sale of shares of
Swaraj Mazda Ltd. by Punjab Trac-
tors Ltd., a wholly owned unit of Ma-
hindra.

Mahindra earnings rise sharply

By Doug Cameron in Chicago
and Beate Preuschoff in Berlin
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MP-TURKEY.SI OT OT SVN 05/27 EUR 24.43 25.1 –28.8 –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 05/27 USD 11.39 30.6 –19.6 –7.7
Parex Caspian Sea Eq EU EQ LVA 05/27 EUR 2.93 39.5 –67.7 –45.8
Parex Eastern Europ Bd EU BD LVA 05/27 USD 11.39 30.6 –19.6 –7.7
Parex Russian Eq EE EQ LVA 05/27 USD 15.07 74.0 –53.1 –20.8

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 05/27 USD 252.74 –11.3 –23.0 –9.3
PF (LUX)-CHF Liq-Pca CH MM LUX 05/27 CHF 124.10 0.1 0.9 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/27 CHF 93.67 0.1 0.9 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/27 USD 91.52 12.5 –25.5 –13.6
PF (LUX)-East Eu-Pca EU EQ LUX 05/27 EUR 215.71 61.5 –51.2 –29.3
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 05/27 EUR 83.39 9.1 –31.3 –24.3
PF (LUX)-EUR Bds-Pca EU BD LUX 05/27 EUR 368.83 –1.2 3.1 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/27 EUR 280.67 –1.2 3.1 0.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/27 EUR 132.46 6.1 1.5 0.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/27 EUR 93.12 6.1 1.5 0.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/27 EUR 112.58 24.8 –19.8 –14.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/27 EUR 65.26 24.8 –19.8 –14.4
PF (LUX)-EUR Liq-Pca EU MM LUX 05/27 EUR 135.55 0.7 2.8 3.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/27 EUR 97.69 0.7 2.8 3.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/27 EUR 102.26 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/27 EUR 100.90 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/27 EUR 340.93 11.4 –34.9 –28.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/27 EUR 109.69 8.5 –31.6 –27.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/27 USD 212.29 12.1 4.5 3.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/27 USD 144.42 12.1 4.5 3.9
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 05/28 USD 278.64 45.4 –25.4 –11.5
PF (LUX)-Jap Index-Pca JP EQ LUX 05/28 JPY 8628.70 5.9 –33.7 –27.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/28 JPY 7501.73 2.8 –38.8 –32.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/28 JPY 7303.74 2.5 –39.2 –32.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/28 JPY 4155.27 5.8 –35.1 –28.3
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 05/27 CHF 715.39 3.8 –10.5 –9.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/27 EUR 49.60 12.4 –25.9 –24.1
PF (LUX)-Rus Eq-Pca OT OT LUX 05/27 USD 42.90 87.8 –58.6 NS
PF (LUX)-Security-Pca GL EQ LUX 05/27 USD 80.71 13.0 –19.4 –14.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/27 EUR 371.12 13.7 –34.0 –28.5
PF (LUX)-US Eq-Ica US EQ LUX 05/27 USD 81.99 0.4 –33.8 –19.5
PF (LUX)-USA Index-Pca US EQ LUX 05/27 USD 72.15 –0.5 –34.4 –21.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/27 USD 502.03 –5.3 5.0 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/27 USD 368.38 –5.3 5.0 6.1
PF (LUX)-USD Liq-Pca US MM LUX 05/27 USD 130.75 0.4 1.6 2.7
PF (LUX)-USD Liq-Pdi US MM LUX 05/27 USD 85.38 0.4 1.6 2.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/27 USD 101.51 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/27 USD 100.80 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/27 EUR 105.17 2.1 –25.1 –19.5
PF (LUX)-WldGovBds-Pca GL BD LUX 05/28 USD 158.24 –4.0 2.9 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/28 USD 130.97 –4.0 2.9 8.2
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/27 USD 44.14 6.3 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 05/27 USD 10.03 27.9 –25.1 –16.9
Japan Fund USD JP EQ IRL 05/28 USD 14.85 1.1 –10.2 –8.7
Polar Healthcare Class I USD OT OT IRL 05/27 USD 10.42 NS NS NS
Polar Healthcare Class R USD OT OT IRL 05/27 USD 10.43 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 05/27 EUR 585.47 3.9 –32.8 NS

Core Eurozone Eq B EU EQ IRL 05/27 EUR 688.01 4.6 –31.9 NS

Euro Fixed Income A EU BD IRL 05/27 EUR 1133.33 0.1 –7.3 –5.3

Euro Fixed Income B EU BD IRL 05/27 EUR 1205.60 0.4 –6.8 –4.7

Euro Small Cap A EU EQ IRL 05/27 EUR 981.61 15.8 –36.8 –33.3

Euro Small Cap B EU EQ IRL 05/27 EUR 1047.74 16.1 –36.4 –32.9

Eurozone Agg Eq A EU EQ IRL 05/27 EUR 539.34 8.5 –34.1 –28.3

Eurozone Agg Eq B EU EQ IRL 05/27 EUR 772.34 8.8 –33.7 –27.9

Glbl Bd (EuroHdg) A GL BD IRL 05/27 EUR 1227.25 2.5 –4.2 –2.1

Glbl Bd (EuroHdg) B GL BD IRL 05/27 EUR 1298.00 2.7 –3.5 –1.5

Glbl Bd A EU BD IRL 05/27 EUR 1008.03 2.8 4.4 –1.6

Glbl Bd B EU BD IRL 05/27 EUR 1069.28 3.0 5.0 –1.0

Glbl Real Estate A OT EQ IRL 05/27 USD 668.15 0.2 –46.9 –31.6

Glbl Real Estate B OT EQ IRL 05/27 USD 686.36 0.5 –46.6 –31.2

Glbl Real Estate EH-A OT EQ IRL 05/27 EUR 616.42 –1.7 –45.4 –32.8

Glbl Real Estate SH-B OT EQ IRL 05/27 GBP 57.70 –2.7 –45.9 –32.4

Glbl Strategic Yield A EU BD IRL 05/27 EUR 1307.30 15.6 –12.9 –7.4

Glbl Strategic Yield B EU BD IRL 05/27 EUR 1393.90 15.9 –12.4 –6.9

Japan Equity A JP EQ IRL 05/27 JPY 11233.00 8.7 –34.1 –27.8

Japan Equity B JP EQ IRL 05/27 JPY 11930.00 8.9 –33.7 –27.4

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/27 USD 1678.86 30.5 –30.9 –14.8

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/27 USD 1785.28 30.9 –30.5 –14.2

Pan European Eq A EU EQ IRL 05/27 EUR 785.14 9.3 –33.8 –27.3

Pan European Eq B EU EQ IRL 05/27 EUR 833.97 9.5 –33.4 –26.9

US Equity A US EQ IRL 05/27 USD 694.38 3.8 –36.4 –21.9

US Equity B US EQ IRL 05/27 USD 740.84 4.0 –36.0 –21.4

US Small Cap A US EQ IRL 05/27 USD 1021.45 1.6 –36.7 –24.3

US Small Cap B US EQ IRL 05/27 USD 1090.42 1.8 –36.3 –23.9

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/28 SEK 64.45 7.1 –37.1 –29.3

Choice Japan Fd JP EQ LUX 05/28 JPY 47.40 5.4 –32.8 –29.3

Choice Jpn Chance/Risk JP EQ LUX 05/28 JPY 47.58 6.2 –41.0 –30.6

Choice NthAmChance/Risk US EQ LUX 05/28 USD 3.18 13.6 –38.5 –21.2

Europe 2 Fd EU EQ LUX 05/28 EUR 0.77 10.9 –38.9 –30.4

Europe 3 Fd EU EQ LUX 05/28 EUR 3.37 10.3 –39.4 –30.6

Global Chance/Risk Fd GL EQ LUX 05/28 EUR 0.49 5.2 –31.5 –25.5

Global Fd GL EQ LUX 05/28 USD 1.73 4.2 –38.8 –23.9

Intl Mixed Fd -C- NO BA LUX 05/28 USD 23.13 0.7 –29.7 –15.8

Intl Mixed Fd -D- NO BA LUX 05/28 USD 16.09 –0.8 –30.7 –16.4

Wireless Fd OT EQ LUX 05/28 EUR 0.12 25.7 –25.9 –19.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/28 USD 5.84 29.0 –27.1 –13.3

Currency Alpha EUR -IC- OT OT LUX 05/28 EUR 10.59 –3.0 1.0 2.1

Currency Alpha EUR -RC- OT OT LUX 05/28 EUR 10.51 –3.2 0.6 1.7

Currency Alpha SEK -ID- OT OT LUX 05/28 SEK 98.54 –6.7 –3.0 NS

Currency Alpha SEK -RC- OT OT LUX 05/28 SEK 112.58 –3.2 0.6 1.7

Generation Fd 80 OT OT LUX 05/28 SEK 6.89 7.9 –22.1 NS

Nordic Focus EUR NO EQ LUX 05/28 EUR 61.90 24.1 –32.8 NS

Nordic Focus NOK NO EQ LUX 05/28 NOK 68.89 24.1 –32.8 NS

Nordic Focus SEK NO EQ LUX 05/28 SEK 70.60 24.1 –32.8 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/28 USD 1.45 4.1 –35.4 –23.7

Ethical Global Fd GL EQ LUX 05/28 USD 0.65 6.0 –36.8 –24.5

Ethical Sweden Fd NO EQ LUX 05/28 SEK 33.33 20.9 –19.7 –17.5

Europe Fd EU EQ LUX 05/28 USD 1.73 5.3 –32.1 –26.0

Index Linked Bd Fd SEK OT BD LUX 05/28 SEK 12.43 –2.4 1.0 2.9

Medical Fd OT EQ LUX 05/28 USD 2.67 –6.8 –22.2 –16.3

Short Medium Bd Fd SEK NO MM LUX 05/28 SEK 8.78 0.8 2.4 2.9

Technology Fd OT EQ LUX 05/28 USD 1.91 22.9 –28.5 –13.1

World Fd NO BA LUX 05/28 USD 1.75 5.7 –35.2 –19.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/28 EUR 1.27 0.1 0.6 1.6

Short Bond Fd SEK NO MM LUX 05/28 SEK 21.85 1.3 2.5 3.0

Short Bond Fd USD US MM LUX 05/28 USD 2.49 –0.1 0.9 2.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/28 SEK 9.89 –1.7 –3.4 –0.9

Alpha Bond Fd SEK -B- NO BD LUX 05/28 SEK 8.57 –1.7 –3.4 –0.9

Alpha Bond Fd SEK -C- NO BD LUX 05/28 SEK 24.78 –1.7 –3.6 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 05/28 SEK 7.71 –1.7 –3.6 –1.0

Alpha Short Bd SEK -A- NO MM LUX 05/28 SEK 11.02 2.0 3.2 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/28 SEK 10.08 2.0 3.2 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/28 SEK 21.55 1.9 3.1 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/28 SEK 8.16 1.9 3.1 3.3

Bond Fd SEK -C- NO BD LUX 05/28 SEK 41.43 –0.3 9.2 5.6

Bond Fd SEK -D- NO BD LUX 05/28 SEK 12.03 –3.5 5.7 3.3

Corp. Bond Fd EUR -C- EU BD LUX 05/28 EUR 1.13 3.2 –4.7 –2.5

Corp. Bond Fd EUR -D- EU BD LUX 05/28 EUR 0.86 3.3 –4.7 –2.6

Corp. Bond Fd SEK -C- NO BD LUX 05/28 SEK 10.98 2.2 –9.5 –4.6

Corp. Bond Fd SEK -D- NO BD LUX 05/28 SEK 8.30 –1.6 –12.9 –6.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/28 EUR 100.21 –3.5 2.5 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/28 EUR 104.62 1.0 7.0 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 05/28 SEK 1120.42 1.0 7.0 NS

Flexible Bond Fd -C- NO BD LUX 05/28 SEK 21.19 1.6 6.1 4.4

Flexible Bond Fd -D- NO BD LUX 05/28 SEK 11.59 –1.9 2.5 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/28 SEK 78.14 –2.4 –26.0 –15.4

Global Hedge I SEK -D- OT OT LUX 05/28 SEK 71.41 –2.4 –26.0 –16.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/28 USD 2.06 33.6 –34.3 –9.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/28 SEK 25.18 50.0 –9.7 –13.1

Europe Chance/Risk Fd EU EQ LUX 05/28 EUR 851.10 11.6 –42.1 –32.5

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 05/26 EUR 21.52 3.8 –1.1 –1.4

Bonds Eur Hi Yld A OT OT LUX 05/27 EUR 16.28 22.4 –19.9 –15.0

Bonds EURO A OT OT LUX 05/27 EUR 39.43 –0.1 6.5 4.2

Bonds Europe A OT OT LUX 05/27 EUR 37.86 0.0 6.9 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 05/26 USD 33.50 6.2 4.6 5.8

Bonds World A OT OT LUX 05/27 USD 39.41 –1.0 0.5 7.5

Eq. China A OT OT LUX 05/27 USD 18.98 27.0 –26.9 –8.8
Eq. ConcentratedEuropeA OT OT LUX 05/27 EUR 23.03 11.8 –33.8 –27.4
Eq. Eastern Europe A OT OT LUX 05/27 EUR 17.44 32.0 –55.7 –32.5
Eq. Equities Global Energy OT OT LUX 05/27 USD 15.59 9.4 –45.8 –15.3
Eq. Euroland A OT OT LUX 05/27 EUR 9.36 2.1 –34.7 –28.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/27 EUR 15.38 12.0 –31.9 –21.3
Eq. EurolandFinancialA OT OT LUX 05/26 EUR 9.45 12.1 –39.9 –33.9
Eq. Glbl Emg Cty A OT OT LUX 05/27 USD 7.95 32.9 –38.9 –13.9
Eq. Global A OT OT LUX 05/27 USD 22.14 5.3 –37.7 –24.8
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 05/27 USD 25.90 23.9 –14.9 2.3
Eq. Japan Sm Cap A OT OT LUX 05/27 JPY 952.56 5.2 –31.8 –33.2
Eq. Japan Target A OT OT LUX 05/28 JPY 1688.01 7.9 –11.8 –16.0
Eq. Pacific A OT OT LUX 05/27 USD 7.85 22.9 –34.1 –14.7
Eq. US ConcenCore A OT OT LUX 05/27 USD 18.36 13.0 –25.9 –15.5
Eq. US Lg Cap Gr A OT OT LUX 05/27 USD 12.41 15.1 –38.3 –21.0
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 05/27 USD 17.02 6.5 –39.3 –24.6
Eq. US Rel Val A OT OT LUX 05/27 USD 16.13 3.8 –40.7 –29.7
Eq. US Sm Cap Val A OT OT LUX 05/27 USD 12.74 –1.5 –45.2 –32.7
Eq. US Value Opp A OT OT LUX 05/27 USD 13.19 1.7 –44.1 –32.2
Money Market EURO A OT OT LUX 05/27 EUR 27.31 0.7 3.3 3.7
Money Market USD A OT OT LUX 05/27 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 05/28 JPY 8622.00 0.2 –38.1 –34.6
YMR-N Japan Fund OT OT IRL 05/28 JPY 9801.00 3.8 –35.0 –30.7
YMR-N Low Price Fund OT OT IRL 05/28 JPY 13181.00 1.5 –33.7 –29.8
YMR-N Small Cap Fund OT OT IRL 05/28 JPY 6206.00 –3.3 –37.2 –35.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/28 JPY 4007.00 –4.7 –46.9 –36.1
Yuki 77 General JP EQ IRL 05/28 JPY 6198.00 5.0 –37.2 –30.9
Yuki 77 Growth JP EQ IRL 05/28 JPY 5823.00 –1.6 –40.8 –35.9
Yuki 77 Income AS EQ IRL 05/28 JPY 4578.00 –10.5 –40.0 –31.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/28 JPY 6459.00 3.5 –35.9 –32.0
Yuki Chugoku Jpn Gro JP EQ IRL 05/28 JPY 4760.00 –6.9 –42.2 –34.3
Yuki Chugoku JpnLowP JP EQ IRL 05/28 JPY 8014.00 –2.1 –29.8 –27.4
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 05/28 JPY 6808.00 0.6 –39.1 –33.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/28 JPY 4501.00 –1.1 –42.4 –33.0
Yuki Hokuyo Jpn Inc JP EQ IRL 05/28 JPY 5168.00 –2.1 –34.7 –29.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/28 JPY 4565.00 –3.0 –36.1 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/28 JPY 4253.00 0.1 –45.4 –35.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/28 JPY 4395.00 –2.2 –46.8 –37.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/28 JPY 6342.00 4.0 –41.3 –33.0
Yuki Mizuho Jpn Gen OT OT IRL 05/28 JPY 8335.00 3.9 –35.1 –31.9
Yuki Mizuho Jpn Gro OT OT IRL 05/28 JPY 6223.00 –0.5 –36.2 –33.9
Yuki Mizuho Jpn Inc OT OT IRL 05/28 JPY 7675.00 –3.5 –36.6 –30.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/28 JPY 5017.00 0.7 –37.0 –31.4
Yuki Mizuho Jpn LowP OT OT IRL 05/28 JPY 11541.00 1.8 –26.5 –26.5
Yuki Mizuho Jpn PGth OT OT IRL 05/28 JPY 7683.00 0.6 –40.8 –34.8
Yuki Mizuho Jpn SmCp OT OT IRL 05/28 JPY 6152.00 0.3 –38.2 –35.1
Yuki Mizuho Jpn Val Sel OT OT IRL 05/28 JPY 5466.00 5.3 –33.6 –28.5
Yuki Mizuho Jpn YoungCo OT OT IRL 05/28 JPY 2533.00 6.1 –45.1 –43.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/28 JPY 4754.00 5.6 –42.0 –34.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/28 JPY 5260.00 3.2 –36.8 –32.3

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 INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 04/30 USD 108.91 7.6 NS NS

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 05/27 EUR 81.68 –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 05/26 USD 57.44 –28.2 –1.8 11.9
Superfund GCT USD* OT OT LUX 05/26 USD 2691.00 –24.2 –8.4 2.8
Superfund Gold A (SPC) OT OT CYM 05/26 USD 1008.06 –14.7 –7.2 15.0
Superfund Gold B (SPC) OT OT CYM 05/26 USD 1054.67 –22.4 –12.1 13.0
Superfund Q-AG* OT OT AUT 05/26 EUR 7237.00 –15.7 –2.8 5.9

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 04/30 EUR 1245.07 –3.8 –5.5 7.0
Winton Evolution GBP GL OT VGB 04/30 GBP 1224.31 –4.0 –5.2 8.0
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 04/30 USD 1214.43 –3.9 –6.0 7.2
Winton Futures EUR GL OT VGB 04/30 EUR 198.61 –3.5 6.3 17.1
Winton Futures GBP GL OT VGB 04/30 GBP 214.05 –3.6 7.1 18.6
Winton Futures JPY Lead Series 2 GL OT VGB 04/30 JPY 14083.60 –4.6 2.8 13.6
Winton Futures USD GL OT VGB 04/30 USD 705.05 –3.9 5.5 17.2
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Short Mat Dollar I US BD LUX 05/27 USD 6.68 0.4 –13.1 –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 05/27 GBP 6.73 1.1 –24.2 –15.6
Andfs. Borsa Global GL EQ AND 05/27 EUR 5.50 –5.1 –36.2 –25.2
Andfs. Emergents GL EQ AND 05/27 USD 13.29 32.9 –36.2 –13.0
Andfs. Espanya EU EQ AND 05/27 EUR 10.88 0.6 –30.2 –21.2
Andfs. Estats Units US EQ AND 05/27 USD 12.37 1.5 –34.2 –21.3
Andfs. Europa EU EQ AND 05/27 EUR 6.59 1.6 –32.0 –24.3
Andfs. Franca EU EQ AND 05/27 EUR 8.25 –0.4 –32.8 –26.5
Andfs. Japo JP EQ AND 05/27 JPY 461.83 5.4 –33.6 –27.9
Andfs. Plus Dollars US BA AND 05/27 USD 8.50 0.8 –18.5 –11.0
Andfs. RF Dolars US BD AND 05/27 USD 10.52 2.9 –7.9 –3.3
Andfs. RF Euros EU BD AND 05/27 EUR 9.45 5.5 –12.5 –8.6
Andorfons EU BD AND 05/27 EUR 12.64 6.0 –14.6 –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 05/27 EUR 8.23 1.6 –25.0 –16.9

Andorfons Mix 60 EU BA AND 05/27 EUR 7.89 –2.9 –34.1 –23.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 05/22 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 05/28 EUR 9.82 –2.5 –4.0 –2.0
DJE-Absolut P GL EQ LUX 05/28 EUR 183.80 4.9 –21.5 –14.3
DJE-Alpha Glbl P EU BA LUX 05/28 EUR 160.73 4.5 –17.3 –10.9
DJE-Div& Substanz P GL EQ LUX 05/28 EUR 187.41 7.2 –18.7 –12.5
DJE-Gold&Resourc P OT EQ LUX 05/28 EUR 148.41 13.5 –21.6 –6.0
DJE-Renten Glbl P EU BD LUX 05/28 EUR 123.36 3.1 2.0 0.5
LuxPro-Dragon I AS EQ LUX 05/28 EUR 124.92 34.5 –12.1 –2.8
LuxPro-Dragon P AS EQ LUX 05/28 EUR 121.92 34.4 –12.5 –3.9
LuxTopic-Aktien Europa EU EQ LUX 05/28 EUR 15.12 5.5 –13.5 –8.3
LuxTopic-Pacific AS EQ LUX 05/28 EUR 12.61 39.3 –31.4 –19.7

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 05/27 USD 290.22 18.2 –7.3 –2.7
Sel Emerg Mkt Equity GL EQ GGY 05/27 USD 166.09 26.8 –36.9 –14.6
Sel Euro Equity EUR US EQ GGY 05/27 EUR 81.14 7.8 –37.7 –29.3
Sel European Equity EU EQ GGY 05/27 USD 149.78 8.9 –44.0 –27.7
Sel Glob Equity GL EQ GGY 05/27 USD 154.50 7.6 –39.6 –26.4
Sel Glob Fxd Inc GL BD GGY 05/27 USD 128.53 –0.3 –14.3 –4.2
Sel Pacific Equity AS EQ GGY 05/27 USD 109.39 21.0 –35.8 –16.2
Sel US Equity US EQ GGY 05/27 USD 102.21 1.4 –36.3 –23.7
Sel US Sm Cap Eq US EQ GGY 05/27 USD 137.53 5.2 –37.4 –27.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/26 EUR 292.82 0.3 –14.3 –9.9
EPB Flexible 50/50 OT OT LUX 05/26 EUR 218.54 1.1 –20.7 –15.0
KBC Eq (L) Europe EU EQ LUX 05/27 EUR 424.55 9.2 –36.6 –28.5
KBC Eq (L) Japan JP EQ LUX 05/27 JPY 16521.00 –1.2 –37.2 –30.7
KBC Eq (L) NthAmer EUR US EQ LUX 05/27 EUR 455.98 –0.2 –37.8 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/27 USD 666.61 0.5 –36.0 –21.6
KBL Key America EUR US EQ LUX 05/26 EUR 332.14 4.2 –39.7 –24.2
KBL Key America USD US EQ LUX 05/26 USD 351.10 5.5 –38.3 –22.7

KBL Key East Europe EU EQ LUX 05/26 EUR 1503.48 42.1 –51.8 –28.9
KBL Key Eur Sm Cie EU EQ LUX 05/26 EUR 711.12 13.1 –42.0 –33.5
KBL Key Europe EU EQ LUX 05/26 EUR 539.00 3.9 –31.3 –25.9
KBL Key Far East AS EQ LUX 05/26 USD 1116.72 23.8 –31.0 –17.9
KBL Key Major Em Mkts GL EQ LUX 05/26 USD 478.42 39.6 –45.0 –17.2
KBL Key NaturalRes EUR OT EQ LUX 05/26 EUR 407.00 19.5 –33.7 –15.9
KBL Key NaturalRes USD OT EQ LUX 05/26 USD 432.96 20.1 –41.2 –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 05/27 EUR 23.48 –10.5 –57.1 –48.4
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Temasek portfolio lost $39.91 billion in 8 months
Value of investments
in Singapore fell;
losses from Merrill

Single regulator for U.S. banks likely

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

By Se Young Lee

And Costas Paris

SINGAPORE—Singapore’s state-
owned investment company Te-
masek Holdings Pte. Ltd. lost 58 bil-
lion Singapore dollars (US$39.91 bil-
lion) from the end of March 2008 to
November 2008, or a little over than
half of its portfolio-value gains from
the previous five years, the city-
state’s finance minister said.

Tharman Shanmugaratnam,
speaking in parliament, said Te-
masek’s investment portfolio grew
by S$114 billion during the market
cycle from 2003 to 2007.

Temasek’s portfolio-value fall
from March to November 2008 was
in large part due to the decline in
value of investments in Singapore
amid a sharp downturn in global eq-
uity markets, he said. He didn’t dis-
close the fund’s losses from the re-
cent sale of its holdings in Bank of
America Corp.

“Of the S$58 billion decline,
S$32 billion was attributable to the
drop in market value of just the 10
largest publicly listed Temasek-

linked companies in Singapore,” Mr.
Tharman said.

He said share prices of these com-
panies fell by about 41% on average
from end-March to November.

Temasek-controlled companies
in Singapore include Keppel Corp.,
the world’s largest rig-builder; Sin-
gapore Airlines Ltd.; property devel-
oper CapitaLand Ltd.; and Sin-
gapore Telecommunications Ltd.,
Southeast Asia’s biggest telecommu-
nications operator by revenue.

Mr. Tharman said the S$58 bil-
lion fall also includes “all unrealized
losses” including mark-to-market
losses from Temasek’s investment

in Merrill Lynch.
He said the full-year accounts to

end-March 2009 shouldn’t be funda-
mentally different from the losses
disclosed given the lack of major
changes in global equity markets
from the end of November to March
of this year.

Temasek bought 14% in Merrill
beginning in December 2007. Its
stake was converted into shares of
Bank of America following Merrill’s
acquisition by the U.S. bank in Sep-
tember.

Temasek said this month that it
divested its entire stake in Bank of
America during the first quarter of

the year. Two people familiar with
the matter said at the time that Te-
masek lost about US$4.6 billion
from its original investment in Mer-
rill.

“The sale of its [Bank of Amer-
ica] stake does not signify a shift in
Temasek’s investment orientation,
from long term to short term,” Mr.
Tharman said. “Temasek may divest
an investment, even at a loss, to get
a better mix of risks for its overall
portfolio or to position itself to take
advantage of opportunities else-
where.”

He reiterated Temasek’s earlier
comments about the divestment,

noting that the acquisition of Mer-
rill by Bank of America meant a “dif-
ferent investment proposition”
given the latter firm’s “linkage to
the broader U.S. economy” and that
the risk-return environment had
changed substantially.

“Temasek learned of the Bank of
America-Merrill merger after all
was said and done despite being one
of Merrill’s biggest investors with a
14% stake,” one person familiar with
the situation said. “They put money
in an investment bank [Merrill] and
suddenly found themselves owning
part of a commercial bank [Bank of
America]. They never wanted to be
part of Bank of America.”

Mr. Tharman said Temasek
makes riskier investments com-
pared with the Government of Sin-
gapore Investment Corp., which in-
vests Singapore’s foreign-exchange
reserves, and in turn is expected to
generate higher returns.

“While Temasek has performed
better than many other large inves-
tors over this six-year market cycle,
it is not realistic to expect it to out-
perform in every cycle,” he said. “It
is also not realistic to expect it to
avoid losses on every individual in-
vestment, or losses on its overall
portfolio when the markets go
through sharp corrections.”

By Damian Paletta

WASHINGTON—Obama adminis-
tration officials are close to recom-
mending that Congress create a sin-
gle regulator to oversee the entire
banking sector, people familiar with
the matter said, a departure from the
hodgepodge of agencies that failed
to contain the financial crisis as it bal-
looned out of control last year.

The new agency is expected to be
a major plank in a proposal that
Treasury Secretary Timothy Geith-
ner and White House officials send
Capitol Hill in a few weeks with the
goal of overhauling supervision of fi-
nancial markets.

Other components under consid-
eration are an agency to police finan-
cial products offered to consumers
and a beefed-up investor-protection
regulator.

People involved in the process
said much is in flux and could
change before a formal recommen-
dation is made to Congress.

The new bank-regulatory agency

could prove controversial because it
would consolidate the Office of the
Comptroller of the Currency and the
Office of Thrift Supervision and
strip supervisory powers from the
Federal Reserve and the Federal De-
posit Insurance Corp.

The Fed and the FDIC would gain
other powers, though, as White
House officials want the Fed to be
able to oversee systemic risks in the
economy. They also want the FDIC
to have new powers to take large fi-
nancial companies that aren’t banks
into receivership.

Once the Treasury sends its plan
to Capitol Hill, Congress would have
to work through the details. Admin-
istration officials are hopeful that a
final package could come together
by the end of the year.

White House and Treasury offi-
cials have met with numerous
groups to discuss their plans to re-
work supervision of financial mar-
kets, and they have occasionally of-
fered clues as to what their plans
may look like.

Mr. Geithner has said he thinks
there needs to be consolidation and
simplification in the oversight of
banks, but he has declined to be
more specific.

Still, administration officials in
recent weeks have suggested that
they might decide not to pursue a
major consolidation of the bank reg-
ulators and push for a more stream-
lined approach to supervision
instead.

Banks are overseen by a patch-
work of state and federal regulators,
and the Obama administration isn’t
expected to propose getting rid of
the so-called dual banking system.

Instead, the new regulator would
serve as a secondary set of eyes on
the more than 5,000 state-regulated
banks and the primary regulator for
the nationally chartered banks and
thrifts.

The objective is to streamline su-
pervision of banks and make it
harder for banks to game the system
by shopping for the lightest form of
oversight.

By Kerry E. Grace

And Kevin Kingsbury

A preliminary count shows Tar-
get Corp. shareholders re-elected
the retailer’s four incumbent direc-
tors and backed a proposal to set the
board’s size at 12.

Both are a defeat for sharehold-
ers activist hedge-fund investor Wil-
liam Ackman, founder of Pershing
Square Capital Management LP. He
was bidding for five seats on Tar-
get’s board and backed a 13-person
panel.

Mr. Ackman’s nominees received
tepid support from the advisory
firms, with the influential RiskMet-
rics recommending shareholders
vote for only two of his nominees, in-
cluding Mr. Ackman.

Pershing Square owns 7.8% of
Target through stocks and options.

Target’s sales and profits have
slid in the recession as shoppers
have stuck to buying basics such as

food and sundries rather than fash-
ionable apparel and housewares.

Mr. Ackman lobbied for many
changes at Target, including a trans-
action to capitalize on its real estate
and a reduction to its credit-card ex-
posure. Target executives criticized
him for proposing what they charac-
terizes as a “risky” and “specula-
tive” deal to spin off the property un-
der its stores into a real-estate in-
vestment trust. The retailer also con-
tended that Mr. Ackman’s interests
weren’t aligned with the goal of cre-
ating long-term shareholder value.

Mr. Ackman wasn’t immediately
available for comment Thursday.

Target Chairman and Chief Execu-
tive Gregg Steinhafel thanked share-
holders for their support. “Today’s
outcome demonstrates the confi-
dence Target shareholders have in
our board’s qualifications, diversity
and experience to provide effective
and independent oversight and di-
rection to the company,” he said.

Target shareholder vote is defeat
for activist investor Ackman

THE INTERNATIONAL INVESTOR

Sources: the company (value); Bloomberg 
News (photo)
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GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Ahold net is hurt by leases
Dutch grocer books
charge, but remains
bullish on U.S. units

Costco Wholesale Corp.

Costco Wholesale Corp.’s fiscal
third-quarter earnings fell 29%, hurt
by lower revenue, a litigation settle-
ment and higher staff benefit costs.
While warehouse and discount re-
tailers such as Costco—known for
selling household goods in bulk—
have held up better than other retail-
ers in the U.S., the company still has
been pinched by the recession.
Slumping gasoline prices have cut
into revenue, as has the stronger dol-
lar. For the period ended May 10,
Costco posted net income of $209.6
million, or 48 cents a share, down
from $295.1 million, or 67 cents a
share, a year earlier. Revenue fell
4.8% to $15.48 billion. Sales at stores
open at least a year fell 7%, though
excluding gasoline and currency
changes increased 2%.

Terra Firma adds funds to aid EMI

CORPORATE NEWS
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Sales at Ahold’s U.S. chain Stop & Shop
held up well despite the recession.

By Aaron O. Patrick

LONDON—Investment firm
Terra Firma Capital Partners Ltd.
has put up an additional £28 mil-
lion ($45 million) to bail out EMI
Group Ltd., people familiar with
the matter said, in a sign the music
group is still struggling despite ef-
forts to turn it around.

Terra Firma, a private-equity
firm owned by financier Guy
Hands, injected the cash into Lon-
don-based EMI in March to avoid
breaching covenants on a multibil-
lion-dollar loan from Citigroup
Inc., the people said. In an added
challenge, the chief financial of-
ficer of the company’s music divi-
sion has chosen to change jobs af-
ter just a year in the role.

The cash call is just the latest in
a string of problems at EMI that
could ultimately push the com-
pany into a merger with rival
Warner Music Group Corp.—a
deal that has been in the works for
almost a decade and was dis-
cussed as recently as last year.
Terra Firma, which bought EMI
Group for £2.4 billion in August
2007, injected £16 million in Sep-
tember last year as the music com-

pany struggled with falling CD
sales and rampant Internet piracy.

The recently appointed chief ex-
ecutive of EMI Music, Elio Leoni-
Sceti, has said that a deep cost-cut-
ting campaign launched when
Terra Firma acquired EMI has be-
gun to bear fruit, generating cash
and improving the company’s pros-
pects. Also, EMI’s top act, Cold-
play, produced the best-selling al-
bum in the world in 2008, “Viva La
Vida,” which sold 6.8 million cop-
ies, according to EMI. The album

helped EMI Music more than triple
earnings before interest, tax, de-
preciation and amortization to
£163 million in the fiscal year
ended March, according to the
company, although it says the fig-
ure hasn’t been audited.

But in a move that could compli-
cate the attempted turnaround,
one of the EMI Group’s two chief fi-
nancial officers, Chris Kennedy,
has chosen to move to another role
overseeing the company’s invest-
ments. He will be replaced on an
acting basis by a Terra Firma fi-
nance executive, Andrew Chadd,
EMI said in a statement.

Mr. Kennedy was appointed fi-
nance chief of EMI Music in April
2008, according to the company’s
Web site. He didn’t return a call
seeking comment.

Mr. Kennedy oversaw deep job
cuts that boosted cash flow but
made it harder for EMI to recruit
artists and maintain market share.
In 2008 its share of the global mu-
sic market fell to 9.6% from 9.9%

the year before, leaving it ranked
fourth among global music compa-
nies, according to Music & Copy-
right, a trade publication. Warner
Music increased its market share
to 14.9% from 14.8% over the same
period, the publication said, rank-
ing it third.

Analysts believe a combined
Warner Music and EMI would pose
a greater threat to the industry’s
dominant players, Vivendi SA’s
Universal Music Group and Sony
Corp.’s Sony Music Entertainment
Inc.

It isn’t clear, though, who
would buy whom if a merger oc-
curred. Mr. Hands held talks last
year with Warner Music CEO
Edgar Bronfman about EMI buying
Warner’s recorded-music busi-
ness, according to a person famil-
iar with the situation—an auda-
cious deal that would have signifi-
cantly increased Terra Firma’s ex-
posure to the troubled music busi-
ness. The deal floundered over
which side would get most of the
estimated £1.6 billion in merger
savings, the person said.

Warner Music executives,
meanwhile, are interested in buy-
ing EMI’s music division and be-
lieve they could get the company
more cheaply if it went into bank-
ruptcy, according to a person famil-
iar with their thinking.

Warner Music has been in the
process of raising $1.1 billion
through a bond sale, which it plans
to use along with cash reserves to
pay off all its bank debt, a spokes-
man said. A clause in the sale docu-
ments allows Warner Music to re-
deem the bond early if a major
transaction occurs, a possible sign
it is keeping its options open for a
deal with EMI. But there are cur-
rently no discussions going on be-
tween the two companies, people
familiar with the situation said.

Christian Lacroix SNC

Christian Lacroix SNC said it has
filed a request to a Paris commercial
court to protect it from creditors.
The French fashion house, which is
known for its colorful gypsy-themed
clothes, hasn’t turned a profit since
its creation 22 years ago. Christian
Lacroix’s owner, the Falic Group, a
U.S.-based duty free store operator,
has been trying to sell a stake in the
company for a year. That effort has
been “directly hit” by the financial
crisis, Christian Lacroix Chief Execu-
tive Nicolas Topiol said in prepared
comments. The company said Falic
would continue with financing until
a buyer was found. Falic bought
Christian Lacroix in 2005 from
French luxury group LVMH Moët
Hennessy Louis Vuitton. Under its
new owner, the fashion house ex-
panded in the U.S., opening stores in
New York and Las Vegas.

By Maarten van Tartwijk

Ahold NV posted a 24% drop in
first-quarter net profit, hurt by
higher taxes and a charge tied to as-
set sales, but the grocer kept its long-
term targets and predicted its mar-
ket share in the U.S. will rise.

The Netherlands-based super-
market operator, which generates
the majority of its sales and profit in
the U.S., Thursday reported a net
profit of Œ196 million ($272.4 mil-
lion) for the three months ended
March 31, compared with Œ258 mil-
lion a year earlier. The latest results
reflected higher taxes and a Œ66 mil-
lion provision for lease guarantees
at Ahold’s former Bi-Lo and Bruno
chains in the U.S.

Operating profit rose 18% to
Œ396 million from Œ336 million.

Revenue, reported earlier this
month, grew 15% to Œ8.65 billion,
boosted by robust sales throughout
the company and the stronger U.S.
dollar.

Same-store sales, or sales from
stores open at least a year, at Stop &
Shop and Giant-Landover, its key

U.S. chains, were “the strongest in
many years,” Ahold said. Both super-
market chains saw their operating
margins rise to 4.5% from 3.9% a
year earlier. Analysts tend to focus
on operating margins to track the
overall profitability per product
sold.

“We had strong sales and solid
margins in the Netherlands and the
United States, despite the challeng-
ing economic environment,” said
Chief Executive John Rishton.

Ahold didn’t give a short-term
outlook but confirmed its long-term
targets of 5% sales growth and a 5%
operating margin.

In recent years, Ahold has re-
branded its U.S. stores and lowered
prices there under its “Value Im-

provement Program.” The company
generates about 60% of its revenue
in the U.S.

Mr. Rishton said it is “too early
and too optimistic” to describe the
current economic environment in
the U.S. as stable, and called rising
unemployment a source of concern.
Still, he said he remains confident
on increasing market share in the
U.S.

Mr. Rishton also hinted that
Ahold will add more private labels
to its portfolio in response to con-
sumers’ cutting their budgets.

The company’s performance in
the U.S. was better than expected
when excluding one-time charges,
SNS Securities analyst Richard With-
agen said. “The reported results are
unambiguous proof that the momen-
tum, both in identical sales growth
and operating margins, continues to
be positive,” Mr. Withagen said.

The impact of the company’s
Value Improvement Program is
“clearly still strong,” KBC Securities
analyst Pascale Weber said, adding
that she expects Ahold to report sim-
ilar results for the coming quarters.

Ahold’s Albert Heijn chain in the
Netherlands performed in line with
expectations. At Albert/Hypernova
in the Czech Republic and Slovakia,
sales dropped in the quarter, and
Ahold said it is “taking aggressive ac-
tions” to restructure these opera-
tions.

AirAsia Bhd.

AirAsia Bhd.’s first-quarter net
profit rose 26% as lower fuel prices
and higher passenger traffic offset
currency-related losses. The Malay-
sian carrier, Asia’s biggest budget air-
line by fleet size, posted a net profit
of 203.2 million ringgit ($58 million),
up from 161.3 million ringgit a year
earlier. Revenue rose 33% to 714.2
million ringgit, boosted by a 21% in-
crease in passengers carried to 3.1
million. The company recorded a for-
eign-exchange translation loss of
90.4 million ringgit versus a gain of
86.2 million ringgit a year earlier.
Load factor, the portion of seats
filled, fell to 69.7% from 72.1% as ca-
pacity rose 19% with the addition of
two Airbus A320s. AirAsia chief
Tony Fernandes said the airline is op-
timistic about the second quarter.

CSL Ltd.

Plasma-products maker CSL Ltd.
said it will “vigorously oppose” the
U.S. Federal Trade Commission’s at-
tempt to block its proposed takeover
of U.S.-based Talecris Biotherapeu-
tics Holdings Corp. Australia-based
CSL proposed last August to buy
Talecris for $1.9 million in cash and
the assumption of $1.2 billion in
debt. The move was intended to
boost CSL’s share of the $15-billion-a-
year global plasma-therapeutics
market and to control about half of
the world’s immunoglobulin market.
The FTC said Wednesday that it will
file a complaint in U.S. District Court
in Washington, D.C., to challenge the
purchase on antitrust grounds.“We
are surprised and disappointed by
this decision,” CSL Chief Executive
Brian McNamee said.

A combined Warner
Music and EMI could
pose a threat to the
industry’s leaders.

Bank Medici AG

Austrian private bank Bank Med-
ici AG’s banking license has been
withdrawn because its capital stock
was too low, the Austrian Financial
Market Authority said Thursday.
The bank’s customers lost large
sums of money in the Bernard Mad-
off fraud. A Bank Medici spokes-
woman said the license was pulled
by mutual agreement after the capi-
tal stock fell below the Œ5 million
($6.9 million) required to run bank-
ing operations in Austria. The com-
pany said it will continue operating,
though it will no longer be a bank.
Since the fraud came to light, Bank
Medici has fought to reorganize its
business model. The roles of Bank
Medici and its founder and chair-
woman Sonja Kohn in the Madoff
scheme are under investigation. Nei-
ther Ms. Kohn nor her lawyer were
available for comment.

Tate & Lyle PLC

Annual profit drops 66%,
hit by charges in the U.S.

U.K. sugar and food-ingredients
producer Tate & Lyle PLC posted a
66% decline in full-year net profit
and said the global recession made
its outlook difficult to predict. Net
profit fell 66% to £65 million ($104
million) in the year ended March 31
from £194 million a year earlier, hit
by charges at the company’s U.S. op-
erations. Revenue rose 24% to £3.55
billion. The company said it will
close an Alabama factory that
makes Splenda. The artificial sweet-
ener was the key plank in outgoing
Chief Executive Iain Ferguson’s
project to turn Tate & Lyle into a
“value added” food company rather
than a food-commodities business.
Demand for the product has been
disappointing, however.

Tesco PLC

British retailer Tesco PLC said
Thursday that Moody’s Investors Ser-
vice’s downgrade of its credit outlook
won’t hurt its ability to finance opera-
tions or raise funds. Wednesday,
Moody’s cut its credit outlook on
Tesco’s A3 ratings to negative from
stable, citing the company’s higher-
than-expected commitments on
leases and a decline in its debt cover.
It said the decision would affect some
$17 billion of debt securities. Tesco
has expanded heavily in recent years.
Its capital spending hit £4.7 billion
($7.5 billion) in the fiscal year ended
Feb. 28 and is unlikely to decrease,
said Moody’s. “We continue to reiter-
ate that we’ve got a strong balance
sheet,” said a spokesman for Tesco,
adding that the retailer is “focused on
managing cash and reducing our debt
this year.” Tesco’s net debt totaled
£9.6 billion on Feb. 28.

OAO Vimpel Communications

OAO Vimpel Communications re-
ported its second consecutive quar-
terly net loss and gave results in ru-
bles for the first time as the depreci-
ation of that currency triggered an-
other large foreign-exchange loss.
Vimpelcom, Russia’s second-largest
mobile operator after OAO Mobile
TeleSystems, reported a net loss of
8.51 billion rubles ($272.8 million)
for the quarter ended March 31, com-
pared with a year-earlier net profit
of 14.58 billion rubles. The latest re-
sults were weighed down by a 23.6
billion ruble loss representing the in-
crease in the cost of the company’s
foreign debt resulting from the ru-
ble’s depreciation. Revenue rose
31% to 66.84 billion rubles. Vimpel-
com said it is reporting in rubles in-
stead of dollars to make it easier to
compare results between quarters.
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Korean shares rise 2.2%,
end five-session losing run
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China’s banks feel the pinch
Government’s efforts
to boost economy
hurt profit margins
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A historic increase in China’s
bank lending this year has helped
keep the world’s third-largest econ-
omy growing during a global reces-
sion. Yet there are concerns that
this explosion in credit will mean a
setback to the progress Chinese
banks have made after years of finan-
cial reform.

China’s state-controlled banks
have spent the past several years try-
ing to transform themselves into
commercial entities for which mak-
ing loans is a business decision, not
a political one. They have over-
hauled their operations with for-
eign investors and international ex-
pertise.

Then the financial crisis hit, and
Beijing turned to the banks to help fi-
nance its huge stimulus program.
The result: In the first four months
of 2009, China’s banks extended 5.17
trillion yuan ($757.15 billion) of new
loans, more than in all of 2008.

The banks deny they lowered
their standards to meet government
demands for more credit.

“We have never loosened our
risk-control assessment, not even
for government-stimulus projects
and infrastructure lending,” says
Wang Zhenning, a spokesman for In-
dustrial & Commercial Bank of
China Ltd., the country’s largest
bank by assets.

But the costs of their lending
spree are becoming apparent.

The push to extend credit so
quickly has cut profit margins. De-
spite banks having 30% more loans
paying interest, most banks’ earn-
ings are down this year. These loans
are also being made while corporate
profits are falling sharply. So there
are already early signs that more
loans are starting to turn bad.

“Everyone agrees that China’s
stimulus lending is damaging future

bank balance sheets,” says Daniel
Rosen, partner at Rhodium Group, a
research firm, and visiting fellow at
the Peterson Institute for Interna-
tional Economics.

The push to support growth now
is understandable, but, Mr. Rosen
says, “pillaging bank balance sheets
is not a strategy for recovery.”

The question is whether the cost
of bad loans in the future is worth
the improvement in the economy to-
day. If China’s stimulus can get
growth back on track, then tax reve-
nues will keep rising and the govern-
ment should have the resources to
bail out banks for any losses. But if
the recovery stalls, bad loans could
become a bigger burden on future
government finances.

From 1998 to 2006, the govern-
ment and private investors spent
about 3.8 trillion yuan—about
$475billion at the time—recapitaliz-
ing China’s banks, according to an es-
timate by Guonan Ma of the Bank of
International Settlements.

China’s government has acknowl-
edged risks from the lending boom
but says the boost to the economy is
worth it. “In a situation of financial
crisis, rapid growth in lending does
more good than harm,” deputy cen-
tral bank governor Yi Gang said in a
speech last month. He added that
“we should also consider the sustain-
ability of the rapid growth of credit
and the possible adverse impact.”

Nonperforming loans now ac-
count for about 2% of the total in the
Chinese banking system, a rela-
tively low figure. That figure won’t
rise soon, as analysts believe Chi-
nese banks are now rolling over
problem loans rather than calling
them in. Indeed, regulators in Janu-
ary specifically instructed banks to

support companies that had been af-
fected by the downturn.

Yet there are other signs busi-
nesses are having more trouble pay-
ing back debts. So-called special-
mention loans, those that banks
have identified as potentially weak
but not officially bad, are starting to
increase. The four biggest publicly
traded Chinese banks reported a
combined increase of 7.69 billion
yuan in such loans over the course
of 2008, according to their financial
statements. That isn’t a large sum
relative to their total lending, but it
is still a sharp reversal from 2007,
when those banks reduced special-
mention loans by 202.74 billion
yuan.

Analysts say there isn’t enough
historical information to predict
how much bad loans in China might
increase in the current slowdown.
The main worry is that pressure
from the government might keep
banks from properly screening bor-
rowers, causing bad loans to pile up
faster.

“Credit policy from the govern-
ment is really driving lending, as op-
posed to banks’ own internal deci-
sions,” says Charlene Chu, an ana-
lyst at Fitch Ratings in Beijing. The
Chinese government is hoping that
by pushing banks to lend they can
“bring growth back to a robust pace
and let all the losses take care of
themselves,” she says.

The banks deny that. Wang Zhao-
wen, spokesman for Bank of China
Ltd., another state-controlled bank,
says, “Of course we didn’t relax our
standards.”

But the slowing economy is now
taking its toll on loans made in ear-
lier years. Mr. Wang says Bank of
China recognized about five billion
yuan in new bad loans in the first
quarter of 2009, compared with
about two billion yuan a year earlier,
though the bank still cut nonper-
forming loans overall. “The borrow-
ers are exporters who have suffered
during the financing crisis,” he says.

The increased competition to
lend this year has pushed margins
down. According to the central
bank, the average interest rate on
loans fell 0.80 percentage point, to
4.76%, in the first quarter of this
year, even though authorities didn’t
cut benchmark interest rates.

The profits of the 14 publicly
traded Chinese banks were down
8.9% from a year earlier in the first
quarter of 2009, according to Drago-
nomics, a research firm in Beijing.
With profits getting pushed down,
banks may be more likely to turn to
the government for help with bad
loans.
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By Myra P. Saefong

And Matthew Allen

South Korean shares rebounded
2.2% Thursday, with technology
stocks and shippers gaining on
hopes for an economic recovery and

on bargain hunting
after five sessions
of declines.

A weaker yen
helped Tokyo

stocks eke out a slight gain, and In-
dian shares climbed 1.3%. But Aus-
tralia’s benchmark index fell 1.2%
amid weakness in financial issues,
and shares slid in Singapore, Malay-
sia and New Zealand.

Markets in China and Taiwan
were closed for the Dragon Boat Fes-
tival holiday, and Hong Kong mar-
kets were closed for the Tuen Ng Fes-
tival.

In Seoul, the Korea Composite
Stock Price Index gained 30.15
points to 1392.17 despite lingering
concerns about North Korean mis-
sile tests and threatening talk.
Shares fell in the morning following
news that the U.S.-South Korea Com-
bined Forces Command ordered

troops to go on higher alert after
North Korea had warned it was
scrapping the armistice that ended
the Korean War.

Samsung Electronics rose 4.5%
on news it signed a definitive pact
with SanDisk to renew their cross li-
cense of semiconductor patents.

LG Electronics climbed 5.8%
amid hopes for earnings improve-
ment, analysts said.

Bulk shippers surged as the Bal-
tic Dry Index continued to rise. STX
Pan Ocean soared 11%, while Korea
Line jumped 8.2%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies gained 0.1% to
9451.39. Exporters rose on a weaker
yen, and tech firms climbed. Denso
rose 4.6%, Fujifilm Holdings ad-
vanced 4.7%, and Elpida Memory
jumped 8.1%.

Auto makers rose, with Mitsub-
ishi Motors up 4.8%, Honda Motor
gaining 2.4%, and Toyota Motor
ahead 2.7%.

In Sydney, the S&P/ASX 200
slipped 45.40 points to 3755.70. Aus-
tralia & New Zealand Bank fell 1.2%
after its large capital raising, with
the financial sector weak as a whole.

The costs of the
banks’ lending
spree are becoming
apparent.

Data as shown is for information purposes only. No offer is being made by
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Securities and Exchange Commission and aren’t available for sale to United States
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By Andrew Batson in Beijing
and Jason Leow in Shanghai

Sources: People's Bank of China (lending); 
National Bureau of Statistics (profits)  

Toxic combination?
China's banks are ramping up 
lending just when companies have 
less money to pay them back. Data 
show change from a year earlier
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By Charles Levinson

JERUSALEM—The divide be-
tween the United States and Israel
over West Bank settlements deep-
ened Thursday after Israel rebuffed
a strongly worded demand by Secre-
tary of State Hilary Clinton to freeze
all building.

President Barack Obama “wants
to see a stop to settlements—not
some settlements, not outposts, not
natural growth exceptions,” Mrs. Clin-
ton said after a meeting Wednesday
evening with visiting Egyptian For-
eign Minister Ahmed Aboul Gheit.
The comments were the Obama ad-
ministration’s most strongly worded
and unambiguous renunciation of
Prime Minister Benjamin Netan-
yahu’s West Bank policies yet, and ap-
peared to leave Mr. Netanyahu no al-
ternative but to choose between his
right-wing base and Washington.

On Thursday, Mr. Netanyahu’s
spokesman Mark Regev said the
prime minister won’t change his

long-held position that building
should be allowed to continue in ex-
isting settlements as part of a “natu-
ral growth” exception.

Mr. Regev said any complete
freeze in settlement activity would
only be discussed in final-status peace
negotiations with the Palestinians.
But those talks are frozen as Palestin-
ian leaders have refused to resume ne-
gotiations until Mr. Netanyahu ac-
knowledges commitments made by
past Israeli governments to Palestin-
ians’ right to an independent state.

The steady growth of Jewish set-
tlements on land occupied by Israel in
1967 has been a consistent source of
strain between Israel and the U.S. for
decades. In 2003, Israel agreed to stop
all settlement expansion, but former
President George W. Bush generally
avoided public confrontations with Is-
rael over the issue. Today, about half a
million Jews live in more than 100 set-
tlements in the West Bank.

Israel is trying to deflect the grow-
ing tensions with Washington by

shifting the burden to act first back
to the Palestinians, who Mr. Regev
said have failed to live up to their obli-
gations to crack down on terror in
the West Bank. That argument has
failed to gain traction in Washington.

The Obama administration is
wary of allowing natural growth in
settlements because past Israeli gov-
ernments used that as a pretext for
rampant building, said Martin Indyk,
a former U.S. ambassador to Israel.
“Washington has a strong enough
memory of what Netanyahu did with
natural growth last time he was
prime minister, which is basically
drive a settlement truck through
that loophole,” said Mr. Indyk.

Mr. Netanyahu is struggling to si-
multaneously placate the U.S. and
his hard-line base. If his policies
lead to a perceived rupture in Isra-
el’s relationship with the U.S., many
Israelis will turn against Mr. Netan-
yahu. Similarly, if he abandons the Is-
raeli right that voted him into office,
he is unlikely to survive politically.

His inability to navigate those oppos-
ing forces caused his political down-
fall during his stint as prime minis-
ter from 1996 to 1999.

Mr. Netanyahu is trying to find a
middle ground. On Monday, he told
lawmakers from his Likud Party that
Israel would have to destroy 26 ille-
gal outposts in the West Bank in or-
der to win U.S. support for tough ac-
tion against Iran.

After his return from meeting with
Mr. Obama in Washington last week,
Mr. Netanyahu ordered a few illegal
structures built by teenage settlers on
private Palestinian land in the West
Bank razed. But none of them were
among the 26. Lawmakers from Mr.
Netanyahu’s party responded coldly
to the prime minister’s proposal.

“The message from the party
was clear: We were not chosen by
voters to evacuate Jews from their
property,” a Likud lawmaker said af-
ter a party meeting Monday.

Settler leaders, meanwhile, have
vowed to bring down Mr. Netanyahu’s

government if he presses forward
with plans to evacuate outposts. The
last time the Israeli government
razed an illegal West Bank outpost in
2005, clashes erupted between thou-
sands of settlers and police.

Palestinians, meantime, view
Mr. Netanyahu’s plan on outposts as
a token gesture that will have little
impact on Palestinians’ daily lives
as long as building continues in
other settlements. “The 26 outposts
are not the issue,” said Diana Buttu,
a former aide to President Mah-
moud Abbas and Prime Minister
Salam Fayad. “It’s the mentality
that these settlers have a right to be
there, that Israel has a right to con-
tinue to build these settlements and
that it is a huge concession by Israel
to just abide by international law.”

A spokesman for Israel’s opposi-
tion Kadima Party, lead by Tzipi
Livni, said Mr. Netanyahu’s position
on settlements would hurt Israel’s
ties with the U.S. at a time when it
most needs them to confront Iran.

By Stephen Fidler

LONDON—In the Hollywood ver-
sion of the British foreign intelli-
gence agency known as MI6, elegant
black-tie affairs are all part of a
night’s work for super spy James
Bond. When his real-life counter-
parts don their tuxedos later this
year for an elegant celebration of
the MI6’s 100th anniversary, they
are being told to pay their own way.

The true life version of MI6 has al-
ways been less opulent than its fic-
tional counterpart. But in the midst
of a deep recession, when British
bankers and members of Parliament
are being publicly pilloried for extrav-
agance, the spy agency’s chiefs have
decided that British taxpayers
shouldn’t be asked to pick up the tab.

The espionage ball, nonetheless,
will almost by definition be one of
the most remarkable and exclusive
of 2009. Along with a host of spies
past and present, a carefully
screened guest list includes, accord-
ing to people familiar with the ar-
rangements, the great and powerful
of the U.K., from members of the
royal family to leading politicians.

Yet while MI6 is tripping the
light fantastic, its sister organiza-
tion—MI5, responsible for domestic
intelligence—is celebrating its own
centenary more soberly.

MI5’s main event will be the
launch of its first official history by
Cambridge University historian
ChristopherAndrew.Thebook—“De-
fence of the Realm: The Authorized
History of MI5”—will be published
Oct. 5 by Penguin, a subsidiary of
Pearson PLC. Penguin says no big
launch parties are planned, just a se-
ries of lectures by Prof. Andrew.

Next to this, it sounds like
MI6—formally known as the Secret
Intelligence Service—will be having
more fun. Some people in Britain’s
tightknit intelligence community
grumble that, even though the
agency has done its best to keep the
event under wraps, it isn’t appropri-
ate for MI6 to be holding balls.

“It’s a secret service, for God’s
sake,” said one individual familiar
with the plans.

Others say that while the black-
tie occasion is unprecedented, it is
exactly in line with what the agency
has done as well in real life as it has
in the James Bond version: rubbing
shoulders with the powerful.

“It’s a very SIS thing to do,” says
Philip Davies, an intelligence special-
ist at London’s Brunel University. “It
has a reputation for cultivating its
links to ‘the great and the good.’ ”

People close to the service say
the decision to hold the ball was
made at the top, by Sir John Scarlett,
the director general of MI6, who, like
his predecessors, is referred to by
the initial “C”—after the service’s
first chief, Mansfield Cumming.

Government officials are mum
about details. All staff will pay for
their tickets, the most senior paying

the most. But they won’t say more,
refusing to acknowledge the exist-
ence of a guest list or disclose the
party’s date or location, citing secu-
rity concerns.

The rest of the event is shrouded
in, well, secrecy. According to peo-
ple familiar with the matter, the
party has been planned for a secure
location well fortified against gate-
crashers. One person says musical
entertainment from more than one
band, dinner and dancing are
planned. “C” himself signed off on
the menu, this person says.

For Sir John, 60 years old, who re-
tires soon afterwards, the event
should also cap an illustrious career.

In the 1980s, he was the MI6 case
officer for Oleg Gordievsky, then the
senior KGB officer in the Soviet Em-

bassy in London and later perhaps
the most celebrated Soviet defector
of the Cold War, helping to turn over
information of huge value to Lon-
don and Washington.

As chairman of the interdepart-
mental Joint Intelligence Commit-
tee, Sir John signed off on a faulty
2002 intelligence dossier released
to the public about Iraq’s weapons
of mass destruction. It did his career
no harm, however. In 2004, he re-
turned to MI6 as its chief, appointed
by then-Prime Minister Tony Blair.

To his detractors, the Iraq dossier
and the celebration show Sir John’s
failure to keep MI6’s political masters
at arm’s length. His supporters say he
is a man with a keen sense of duty, and
his wish is to honor a service that has
madeanimportantbutlargelyunsung

contributionto the security ofthe U.K.
The secret agencies have strug-

gled with heightened public scru-
tiny, the likes of which the U.S. Cen-
tral Intelligence Agency, a mere sexa-
genarian in the intelligence busi-
ness, has faced for decades now.

That’s partly explained by his-
tory. MI5 and MI6 were created to-
gether as the Secret Service Bureau
in October 1909, prompted by Brit-
ish fears about a growing threat of
invasion from Germany. Days later,
says Nick Hiley of the University of
Kent, they split after the heads of its
foreign and domestic units fell out.
The home section evolved into MI5,
responsible for counterintelligence
and security within the U.K., while
the foreign section became MI6.
Both were departments of military
intelligence, hence the initials.

For eight decades, the govern-
ment officially denied their exist-
ence. MI5 was formalized by law in
1989, while MI6 had to wait until
1994 before that step was taken.

Today,bothincreasinglyfacepub-
lic examination and controversy. In
recent weeks, MI5 admitted it had
had the ringleader of the July 7, 2005,
suicide bombings on London’s trans-
portsysteminitssightsonseveraloc-
casions before the attacks. MI6 has
faced questions about how much it
knew of the harsh treatment meted
out to U.S. terror detainees.

Both have benefited from big in-
creases in funding since the 2001 ter-
rorist attacks on the U.S. The total in-
telligence budget for the two ser-
vices and GCHQ, Britain’s signals in-
telligence agency, is set to exceed £2
billion ($3.2 billion) this year, more
than double what it was in 2001, ac-
cording to figures from the parlia-
mentary committee that oversees
the agency. But MI5’s budget has tri-
pled to combat the threat from do-
mestic Islamist terrorism, outstrip-
ping the increase in MI6’s funding.

For much of their history, MI5 was
the Cinderella organization com-
pared with its more glamorous sis-
ter: MI6 officers were said to regard
their counterparts as plodding bu-
reaucrats. That may have changed
now. But Cinderella or not, it’s still
MI6 that gets to go to the ball.

Israel rebuffs U.S. demands over West Bank settlements

Britain’s spies plan to party like 007
Guest list and menu for MI6’s 100th birthday fete are hush-hush, but spooks must buy their own tickets

Before there was Bond: Commander Mansfield Cumming, pictured far left, at Southampton in 1907. Cmdr. Cumming would
later go on to become the first chief of the Secret Intelligence Service.
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U.S. stock sales could break
monthly record set in 2000

By Duncan Kerr

Inflows of new money into credit
funds have exceeded outflows by
the “greatest ever margin” in the
past three months, according to new
research, demonstrating investors’
eagerness for exposure to new cor-
porate and bank bonds.

In the latest credit-investor sur-
vey from Bank of America Merrill
Lynch, close to 60% of investors said
they had seen net cash inflows into
credit funds since March this year,
marking a stark reversal of the cash
outflows from their credit funds
since June last year.

During the past three months, in-
vestors have fueled a rally in credit-
risk premiums across asset-classes
that has supported some large sales
of corporate bonds. As of Wednes-
day, euro-denominated corporate
bond issuance for 2009 hit Œ168 bil-
lion ($238.5 billion)—which is al-
ready the second-highest amount of
supply for a year, Société Générale
said. The largest total raised was
Œ200 billion in 2001.

Barnaby Martin, credit strate-
gist at Bank of America Merrill
Lynch in London said: “Thanks to

the dramatic interest rate policies
of central banks, money has once
again been flowing into credit funds
after a hiatus of almost a year.”

He added that inflows into credit
funds are “now exceeding outflows
by the greatest margin ever,” and
that with fresh funds to deploy in
cheap new bond issues, investors’
long position on the credit market
has increased even further since
March this year.

According to the survey results,
some 60% of the investors believe se-
nior bonds sold by financial institu-
tions will provide better risk-ad-
justed returns compared to nonfi-
nancial corporate bonds in the next
few months, reversing a trend amid
the rally from March.

In addition, while equity inves-
tors expect corporate earnings to im-
prove over the next 12 months, ac-
cording to Bank of America Merrill
Lynch’s recent Global Equity Fund
Manager Survey, credit investors
are evenly split between earnings

bottoming in the final quarter of
this year and bottoming in the first
half of 2010, according to the credit
investor survey.

When asked what is the biggest
worry for credit investors, 40% of re-
spondents said the rally could be un-
done by further deterioration in the
economic environment; more than
20% said the threat of no 2010 earn-
ings recovery; about 13% said they
were most worried by a financial sec-
tor implosion; and 10% said they
worried about higher than expected
corporate default rates.

European corporate bonds were
the also most popular investment
for U.K.-based investment funds dur-
ing the first quarter of 2009, the In-
vestment Management Association
said Thursday. The IMA, the indus-
try group representing the man-
agers of £3.5 trillion ($5.6 trillion) of
customers’ savings, said that in
April investment in corporate bonds
represented 16% of overall retail
sales of U.K. investment funds.

The big leap into bonds
Rush for exposure
to credit markets
is nearing a record

Troika Dialog managers
leave firm; layoffs on tap

www.efinancialnews.com

— 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 Jason Corcoran

And Harry Wilson

Two senior managers have left
Troika Dialog after a tumultuous
nine months for the Moscow-based
financial group that included a col-
lapse in Russian stock prices and the
sale of a stake to Standard Bank
Group Ltd. in March.

The chief executive of Troika Dia-
log’s U.K. business, Howard Snell,
has resigned. Giedrius Pukas, the
managing director of Troika Capital
Partners, the group’s alternative-as-
set-management division, is leaving
with a senior team to launch his own
firm, according to the bank.

Mr. Snell resigned from Troika
this week but will remain on the
board of directors of the U.K. busi-
ness for a couple of months. He said
he would take the next months off to
assess his options. Two people close
to the situation said his departure
wasn’t connected to a Troika pro-
gram to reduce its head count.

Mr. Pukas, who is leaving along
with two colleagues, joined Troika
in early 2004 and said he was leav-
ing with a senior team to set up an
investment and private-equity firm
called Quadro Capital Partners.

His responsibilities as managing
director and chief investment of-
ficer of Troika Capital Partners are
to be divided between Mikhail Broit-

man, managing director of the stra-
tegic-projects division, and Kanako
Sekine, who joined as chief operat-
ing officer last year.

A spokeswoman for Troika Dia-
log said, “Troika Capital Partners ini-
tiated a separation with Giedrius Pu-
kas. As a result of a semiannual per-
formance review of staff, a number
of Troika Dialog group employees
were terminated as well.”

She added that following the re-
view, performed from March to
April, the bank had separately de-
cided to make a “small number” of
cuts and will announce several se-
nior appointments in London and
New York imminently. At the start of
the year Troika revealed plans to cut
25% of its total head count, although
the bank now says the layoffs are
likely to reach 30%.

Troika Dialog entered a strategic
alliance with Standard Bank in
March after selling a 33% stake for
$200 million and is reorganizing its
business lines to integrate it with
the South African bank’s Moscow-
based operations. It is still awaiting
regulatory approval before it can
work as a joint team. Standard Bank
has its own private-equity team in
Moscow, to be integrated with
Troika Capital Partners, which has
about $2.3 billion in funds under
management in private equity and
venture capital.
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By Harry Wilson

And Liam Vaughan

The U.S. is on course to take Eu-
rope’s record for monthly issuance
in the primary equity markets,
thanks to a wave of multibillion-dol-
lar recapitalizations by U.S. banks.

The U.S. total has reached
$48.8 billion so far in May, close to
the record regional total set by Eu-
rope in 2000, when companies
raised just over $49 billion, accord-
ing to Thomson Reuters.

Financial group Well Fargo &
Co.’s $8.6 billion share offering is the
largest U.S. equity deal completed
this month, with the likes of Morgan
Stanley, U.S. Bancorp and State
Street Corp. among the other U.S. fi-
nancial groups to raise money in the
equity market in recent weeks.

Europe set its record in June
2000 when a jumbo offering of Deut-
sche Telekom AG shares worth

$12.8 billion and the $8.9 billion ini-
tial public offering of Nordic tele-
coms company Telia helped drive is-
suance to $49.2 billion.

Separately, hopes of an early re-
covery in global mergers and acqui-
sitions appear to have been optimis-
tic. According to Thomson Reuters,
fees from completed M&A are
$6.3 billion for the first half of the
year, 58% down from the same pe-
riod last year. Announced M&A
stands at $739.9 billion, a 38% de-
crease over the first half of last year.

The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.

Simon Havers Chairman, BVCA and Managing
Director, Baird Capital Partners Europe

Join leaders from the worlds of private equity, politics, institutional
investment, corporate business and regulation for an essential day
of thought-leadership, debate and networking.

14 October 2009, The Hilton, London

View the full agenda and book your place at
www.bvcasummit.com

Book your place
by

30
June
and
save
15%
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Berlusconi moves to quash political turmoil
Italian leader denies
‘spicy’ relationship
with 18-year-old

By Stacy Meichtry

ROME—Italian Prime Minister
Silvio Berlusconi on Thursday de-
nied having a “spicy” relationship
with an 18-year-old aspiring model,
as he stepped in to quell a mounting
political and personal storm that
has tested the media mogul’s public-
relations savvy.

Italy has been transfixed for
weeks by questions surrounding Mr.
Berlusconi’s ties to Noemi Letizia, at
whose 18th birthday party the
72-year-old premier was photo-
graphed in April. Mr. Berlusconi’s
wife publicly accused him of “consort-

ing with minors” and demanded a di-
vorce. Members of Italian opposition
parties have called on the premier to
clarify his ties with Ms. Letizia.

On Thursday, Mr. Berlusconi
raised the subject before a battery of
photographers and a television cam-
era thathad gathered to follow a meet-
ing in his office. “I’ve responded to
the only question that everyone has a
right to ask me: ‘Mr. President, did
you have relations, let’s say spicy or
more than spicy, with a minor?’ The
response is, ‘Absolutely not,’ ” Mr.Ber-
lusconi said. “On top of that, I swore
on the heads of my children.”

It’s unclear whether his statement
will calm the turmoil. The issue hasn’t
shown signs of affecting his popular-
ity among Italian voters: With elec-
tions for the European Parliament
only days away, polls indicate that Mr.
Berlusconi’s right-leaning People of
Freedom party has a strong lead over

the left-wing opposition.
Mr. Berlusconi’s somewhat

muted reaction to the controversy is
unusual. In his three terms as prime
minister, he has been unflap-
pable, though at times ag-
gressive, in the face of pub-
lic scrutiny. Earlier in the de-
cade, he fought off corrup-
tion charges with fiery ora-
tory and theatrical court ap-
pearances that boosted his
popularity. Mr. Berlusconi’s
drawn-out trials have
ended in acquittal. Other
charges against him ex-
pired because the statute of
limitations had run out.

Mr. Berlusconi’s response to ques-
tions surrounding Ms. Letizia hasn’t
been as nimble, some analysts say.
“I’ve never seen him like this,” says
Alessandro Campi, a political scien-
tistat the University of Perugia and di-

rector of right-wing think tankFareFu-
turo. “He hasn’t been able to keep the
situation under control.”

The controversy began in late
April, when left-wing news-
paper La Repubblica re-
ported that Mr. Berlusconi
had dropped in on Ms. Letiz-
ia’s birthday party.

Days later, Mr. Berlusco-
ni’s wife, Veronica Lario,
said in an interview with
Turin newspaper La Stampa
that she was seeking a di-
vorce. The contents of the in-
terview were confirmed by
a person close to Ms. Lario.

Shortly after, on an Ital-
ian TV show, Mr. Berlusconi said he
was a longtime acquaintance of Ms.
Letizia’s father, Benedetto Elio Leti-
zia. A magazine owned by Mr. Berlus-
coni’s family then published photos of
the prime minister toasting with Ms.

Letizia and her mother at the event.
In an interview with CNN, which

was taped Saturday and aired Mon-
day, Mr. Berlusconi pledged to pub-
licly clear the air.

Also Monday, Naples daily Il Mat-
tino published an interview with Mr.
Letizia, recounting how he first
shook hands with Mr. Berlusconi at a
public event in 1990. Mr. Letizia said
his relationship with Mr. Berlusconi
deepened in 2001, when the prime
minister sent a handwritten letter to
the family consoling them over the
death of their son in a car accident.
Mr. Letizia, reached by phone, con-
firmed the contents of the interview
but declined to elaborate.

Letizia family attorney Giulio Cos-
tanzo declined to elaborate on the
matter. “A personal matter has be-
come a matter of the state,” he said.
 —Davide Berretta

contributed to this article.

Silvio Berlusconi
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Russia and Belarus failed to
agree Thursday on the final install-
ment of a $2 billion Russian loan
that aimed to help its struggling
neighbor avoid bankruptcy, Russia’s
finance minister said.

Russian Finance Minister Alexei
Kudrin said his country offered to
provide the final installment, worth
$500 million, in Russian rubles in-
stead of dollars, but that Belarus
had refused. Mr. Kudrin, who accom-
panied Russian Prime Minister
Vladimir Putin on a trip to the Be-
larusian capital, criticized Belarus’s
planned economy and the stiff con-
trol of its currency as a “meaning-
less policy.” He also described Be-
larus as taking a “parasitic” attitude
to Russia.

The unusual bluntness of his criti-
cism reflected a growing split be-
tween the two countries, which
have an accord envisaging close po-
litical, economic and military ties.

Mr. Kudrin told reporters that Be-
larus, which spent $2 billion to prop
up its national currency in the first
quarter of 2009, will run out of hard-
currency reserves by the end of
third quarter if it keeps spending at
that level.

“We may see insolvency of the Be-
larusian government and the Belaru-
sian economy as a whole due to the
hard-currency shortage at the end
of this year or next year,” he said.

Moscow has been the main ally
and sponsor of Belarusian President
Alexander Lukashenko but has been
increasingly vexed by Mr. Lukashen-
ko’s resistance to Russian attempts
to take control of key Belarusian in-
dustrial assets.

Moscow also expected Belarus to
quickly follow its example in recog-
nizing Georgia’s breakaway prov-
inces of South Ossetia and Abkhazia
as independent nations, which Rus-
sia did in the wake of the Russian-
Georgian war in August.The Belaru-
sian parliament, however, hasn’t
taken up the issue.

Mr. Kudrin said that the disagree-
ment on the final loan installment to
Belarus wasn’t rooted in Belarus’s re-
fusal to recognize the independence
of two Georgian regions. “I have
never raised this issue with any Be-
larusian official,” he said.

Russia criticizes
Belarus as loan
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Greece set to add bond sale
as investors seek high yields

Crude rises as OPEC stays put
Oil hits 6-month high
after cartel maintains
its production quota

By Spencer Swartz

And Tahani Karrar

VIENNA—The price of crude oil
rose to a six-month high Thursday af-
ter OPEC decided to leave its target
output level unchanged.

Light, sweet crude for July deliv-
ery settled up $1.63 a barrel to
$65.08 on the New York Mercantile
Exchange. Prices are up about 40%
since OPEC’s last meeting in March,
though still well below a record high
topping $145 a barrel last July.

A simple calculus underlies
OPEC’s decision to hold its oil spig-
ots steady: The group’s big produc-
tion cuts since late 2008 are start-
ing to bite, and the world oil market
is starting to bounce the cartel’s
way after exacting a heavy toll on
members’ economies.

The recent rise in crude prices—in
part becauseof the Organization ofPe-
troleum Exporting Countries slashing
its output—has given oil ministers
the sense that the global recession’s

impact on oil prices is letting up.
“We feel themarket has been react-

ing positively,” said OPEC President
and Angolan Oil Minister Jose Maria
Botelho de Vasconcelos. “We will wait
for this trend to grow slowly.”

With prices on the rise, OPEC
Thursday glossed over the fact that
some members, such as Iran and Ven-
ezuela, are pumping well above their

production targets agreed to in late
2008. OPEC Secretary-General Ab-
dalla Salem El-Badri applauded the
group’s roughly 80% compliance
with total cuts of 4.2 million barrels a
day agreed to in late 2008, but called
for more discipline.

In a relatively short meeting, the
group’s 12 members said there was no
reason to cut output, which satisfies
about 40% of the 83 million barrels
consumed daily world-wide. It is the
second time in as many months that
OPEC has opted to maintain its output
ceiling of about 24.85 million barrels
a day for its 11 quota-bound members.

“The price is good, the market is
in good shape and the [economic] re-
covery is under way, so what else
would we want? The world is going to
be a better place pretty soon,” Saudi
Arabia Oil Minister Ali al-Naimi said
after leaving OPEC headquarters.

Mr. Naimi said he wasn’t worried
by the fact that oil inventories in the
U.S. remain near a 20-year peak and
that demand was still low. OPEC has
time to reduce the supply overhang,
he said, as long as OPEC members
stay focused on their reduced out-
put targets, and consumption is be-
ginning to pep up with the start of
the U.S. summer driving season.

By Ben Casselman

Billionaire investor Kirk Kerko-
rian gained tighter control over
Delta Petroleum Corp. Wednesday
as the top executive of the strug-
gling oil-and-gas producer stepped
down and a Kerkorian ally was in-
stalled as chairman.

Denver-based Delta Petroleum—
which is 34.1%-owned by Mr. Kerkori-

an’s Tracinda Corp.
investment firm—
said Roger Parker
was resigning im-
mediately as chair-

man and CEO. Delta director Daniel
Taylor, an executive at Tracinda,
will succeed Mr. Parker as chairman,
the company said. Delta President
John Wallace will run the company
while it searches for a new CEO.

Mr. Kerkorian, through
Tracinda, paid $684 million, or $19
a share, for a 35% stake in Delta at
the end of 2007 and has continued
to buy shares since then. But Delta’s
share price collapsed in the past

year, to under $2, leaving Mr. Kerko-
rian’s stake valued at about
$167 million.

Delta posted a 2008 loss of $452
million on $271 million in revenue.

Mr. Kerkorian has
never sought to own a ma-
jority stake in Delta, but he
has shown signs recently
that he plans to play a
more active role in the com-
pany. He nominated four of
the board’s 12 members
this year, up from two a
year ago; all four were
elected by shareholders at
the company’s annual
meeting Wednesday. Un-
der the terms of his origi-
nal investment, Mr. Kerkorian can
nominate as much as one-third of
the board.

Mr. Parker couldn’t be reached
for comment, but in a news release
announcing his departure, Mr.
Parker said he was leaving to “pur-
sue new business interests” and
would remain involved as a con-

sultant for six months. A Delta
spokesman declined to say why
Mr. Parker resigned.

Mr. Parker, who had been at
Delta since 1987, became CEO in

2002 and chairman in
2005. He leaves Delta just
as the company has re-
gained some financial sta-
bility.

In March, Delta dis-
closed it was in violation of
its credit agreements and
that its auditors had ex-
pressed doubts about its
ability to continue as a go-
ing concern.

Earlier this month, how-
ever, Delta raised nearly

$250 million through a stock offering
that analysts said resolved the compa-
ny’s short-term financial problems.

Delta made a series of bets that
have yet to pan out, including a big
investment in a Utah natural-gas
field that has yielded disappointing
production, which the company in
March called “frustrating at best.”

Kerkorian ally is oil firm’s chair

European junk market
sees another sign of life

Rosneft profit falls on soft oil prices

Kirk Kerkorian

By Christopher Emsden

And Alkman Granitsas

ATHENS—Greece may announce
the sale of a fresh batch of high-
yielding sovereign debt as early as
Friday amid signs of rising market
interest in bonds issued by the euro
zone’s more indebted governments.

Greece has met its target of Œ44
billion ($61.2 billion) in debt issues
for the year, but the Finance Ministry
has said it plans to raise as much as
Œ6 billion more as a cushion by re-
opening its benchmark 10-year issue.

If successful, “we will be very
close to achieving that goal,” Spyros
Papanicolaou, head of the Public
Debt Management Agency, told Dow
Jones Newswires.

Government bonds, usually de-
fined as risk-free compared with pri-
vate-sector loans, remain attractive
even in markets where fiscal bal-
ances are deemed at risk.

Italy easily dispatched its maxi-
mum offer of Œ4.5 billion in 10-year
government bonds on Thursday.

The spread, or difference in
yield, between Italian and German
10-year government bonds, the gold
standard of sovereign debt in Eu-
rope, is now 0.92 percentage point,
half the gap recorded in March.

Greece’s 10-year bonds now yield
5.33%, a substantial 1.72 percentage
points more than German paper,
compared with three percentage
points three months ago.

Compressing spreads are likely
to continue, and Greece in particu-
lar has offers with the “most bang
for your buck” for investors, “pro-
vided the healing process contin-
ues,” said Orlando Green, interest-
rate strategist at Calyon in London.

Greece sells its bonds through
syndication rather than auctions as
a way to avoid the risk of an embar-
rassing failure. The approach also

gives the government “better con-
trol over who buys [our] bonds,” Mr.
Papanicolaou said.

It is a profit-generator for banks.
As shown by strong trading profits
in the first-quarter results released
this week by Greek commercial
banks, local lenders have been big
buyers, borrowing cheap liquidity
from the European Central Bank.
This is then used to buy higher-yield-
ing government bonds that they can
pitch back to the ECB as collateral
for more cash while also pocketing
capital gains.

Repricing of the bond portfolio
boosted trading profits at Alpha
Bank AE, said Marinos Yannopou-
los, the bank’s chief financial officer.

The drawback is that buying gov-
ernment debt takes funding from the
real economy. Lending to Greek busi-
nesses and households slowed by a
third from January through March,
despite the government’s Œ28 billion
support package for banks, accord-
ing to central-bank data.

There are other risks. Greece has
complied with the Maastricht bud-
get criteria just once in the past de-
cade, and even now the govern-
ment’s budget is based on 1.1%
growth in 2009, compared to the In-
ternational Monetary Fund’s fore-
cast of a 2% contraction, the first
since 1994.

This month, Fitch Ratings down-
graded its outlook for Greece’s sin-
gle-A sovereign debt to “negative”
from “stable,” emphasizing its doubts
about the commitment for reforms of
both the governing New Democracy
party and the opposition Socialists.

“The liquidity policies of the ECB
are supportive” of the Greek bank-
ing system, the International Mone-
tary Fund said earlier this month.
But, it added, they “will not last in-
definitely, [and] banks need to pre-
pare an exit strategy to unwind posi-
tions as conditions improve.”

By Ainsley Thomson

And Michael Wilson

LONDON —The European high-
yield bond market showed further
signs of life Thursday, with news
that U.K. entertainment and tele-
phony business Virgin Media Inc.
plans to sell $650 million of bonds.

That would be the third Euro-
pean junk-rated issue in less than
two weeks to come to a market that
had effectively been closed for more
than 18 months as investors.

Europe’s high-yield market also
received a boost Thursday with an is-
sue from French spirits company
Pernod Ricard SA. The company,
rated Ba1 by Moody’s Investors Ser-
vice and double-B-plus by both Stan-
dard & Poor’s and Fitch Ratings,
plans to sell an Œ800 million ($1.11
billion), 2015 bond at a spread of
four percentage points over mid-
swaps.

High-yield bonds are those rated
below Baa3 by Moody’s and BBB- by
S&P or Fitch.

“We are seeing some green
shoots now in the high-yield mar-
ket,” said Sven Kreitmair, credit ana-
lyst at UniCredit. He noted that, so
far this year, there have been new is-
sues from German health-care
group Fresenius AG, Finnish paper,

packaging and forest-products com-
pany Stora Enso and Dutch cable
company UPC Holdings BV, as well
as Thursday’s Pernod-Ricard sale
and the planned Virgin Media deal.

“It is certainly a good sign that
more crossover and sub-investment-
grade-rated companies can again
get access to bond funding,” he said.

Virgin’s deal is expected to in-
clude euro- and dollar-denominated
portions, similar to UPC’s high-yield
issue that priced last week, people
familiar with the matter said.

UPC, owned by Nasdaq-listed Lib-
erty Global Inc., issued a Œ150 mil-
lion increase to its existing
2018-dated, Œ250 million bond
Thursday, paying a yield of 11.75%. It
also sold a new $400 million,
2018-dated bond, which will pay a
yield of 11.25%.

A week earlier, Stora Enso
tapped its existing 5.125% 2014 bond
for a further Œ232.45 million, paying
a yield of 12.25%.

Before those issues, the only sig-
nificant deal in the European mar-
ket this year was an $860 million
bond from Fresenius in January.
However, some said that, as Frese-
nius is such a well-regarded high-
yield company, the deal wasn’t a
true test of investor demand for
high-yield debt.

Saudi Arabian Oil Minister Ali Naimi at
Thursday OPEC meeting in Vienna.
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By Andrew Langley

MOSCOW—Russian oil producer
OAO Rosneft said Thursday its first-
quarter net profit dropped 20% be-
cause of the slump in global oil
prices.

Net profit fell to $2.06 billion
from $2.56 billion a year earlier. Oil
output slipped 0.7% to 2.11 million
barrels a day as abnormally low tem-
peratures in Western Siberia hin-
dered work at the company’s wells,
London-listed Rosneft said.

But it was the sharp decline in oil
prices since last summer that hurt
most, helping push revenue down
50% to $8.26 billion. Russia’s Urals
blend averaged $43.20 a barrel be-
tween January and March, com-
pared with $93.70 a year earlier.

However, a weaker ruble helped
state-controlled Rosneft rein in op-

erating costs, which declined to
$820 million from $1.02 billion. The
drop in the value of the Russian cur-
rency also triggered a $798 million
foreign-exchange gain on Rosneft’s
domestic debt.

“In the first quarter, Rosneft dem-
onstrated outstanding flexibility in
managing costs and product flows,
which drove net debt reduction of
more than $2 billion, despite a fall in
crude oil prices of more than 50%
compared to the first quarter of
2008,” Chief Executive Sergei
Bogdanchikov said in a statement.

Net debt stood at $19.24 billion
at the end of March. “Throughout
2009 we will continue to focus on
cost improvements, net debt reduc-
tion, strategic projects, including
launch of our Vankor field, and fur-
ther progress with the government
on tax and monopoly tariff reform,”

Mr. Bogdanchikov added.
Amid weaker global crude prices

and a biting recession at home, Rus-
sia has granted oil companies an ar-
ray of tax breaks, but refused re-
quests from the industry to extend
those initiatives earlier this year.

Rosneft said in a presentation
that it had received the first $800
million tranche of a $15 billion loan
from China Development Bank. Of
that total, $10 billion will be avail-
able in 2009, with the rest to come
in 2010.

Rosneft and pipeline operator
OAO Transneft have agreed to bor-
row a total of $25 billion in exchange
for 20-year oil-supply contracts to
China.
 —Alexander Kolyandr in London

and Jacob Gronholt-Pedersen
in Moscow contributed

to this article.
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