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BURSTING BUBBLES: Warren Buffett told shareholders in Omaha, Neb., that everyone made the same mistake on housing prices. Page 19.

Fiat’s big gamble on Opel
CEO Marchionne seeks German support for an alliance with GM unit

By Thomas Catan

MADRID—Spain’s unem-
ployment rate has topped
17%, and economists expect it

to hit 20%
next year.
But Depres-
sion-era
scenes don’t

dot its landscape.
Spaniards aren’t, en

masse, sleeping under
bridges. Tent cities haven’t
sprung up outside Spanish
towns. Labor has yet to call a
single major strike.

Europeans are notori-
ously quick to take to the
streets to defend their eco-
nomic interests. Yet, as the
Continent endures its worst
economic crisis since the
end of World War II, things

seem unusually calm.
Even Friday’s May Day

marches were more muted
than expected.

Though hundreds of thou-
sands of people across Europe
took part in the annual demon-
strations, calling on govern-
ments to support jobs and
workers, overall participa-
tion was less than unions had
hoped for considering the se-
verity of the downturn.

Exact reasons for the sub-
dued mood vary from country
to country, but a common
theme emerges: The very fac-
tors that make some Euro-
pean economies sluggish and
inflexible during times of
plenty also help cushion the
impact of the downturn.

Spain exemplifies this. Dur-
Please turn to page 31

Riding high

European stocks are on a
tear, but how long can it last?
Money & Investing, page 19

PCT
CLOSE CHG

DJIA 8212.41 +0.54
Nasdaq 1719.20 +0.11
DJ Stoxx 600 200.30 Closed
FTSE 100 4243.22 -0.01
DAX 4769.45 Closed
CAC 40 3159.85 Closed

Euro $1.3264 +0.08
Nymex crude $53.20 +4.07

Dollars
remain
premium
for banks

THE
OUTLOOK

The Obama Agenda
If only the EU were to fol-
low its plans as closely
as the U.S. does. Page 15

News in Depth: How the slump, debt dashed bid to turn around Chrysler
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What’s
News

Defensive selling is drying
up, allowing stocks to rise
despite grim economic and
corporate news. Longer-term
investors such as mutual
funds and pension funds
have become more comfort-
able with the outlook for the
next several years. Page 19

n Rising unemployment in
the euro zone suggests the
economic recovery will be
slow to arrive and weak, Eu-
rostat said. Page 2

n Berlusconi’s second wife is
expected to seek a divorce
after years of public sparring
with her husband over his
flirtations. Page 29

n GM is likely to ramp up its
effort to restructure outside
of bankruptcy, in the wake
of Chrysler’s filing. Page 4

n U.S. vehicle sales turned
out even worse than ex-
pected in April, muting opti-
mism that the auto market
is poised to rebound. Page 4

n KKR was finalizing a $1.8
billion deal for AB InBev’s Ko-
rean beer assets, signaling
the market for leveraged buy-
outs is reopening. Page 20

n Metro will focus on China
in plans to expand its per-
sonal-electronics unit, rolling
out stores next year. Page 5

n Sprint Nextel is in final
talks to outsource manage-
ment of its cellular network
to Ericsson. Page 5

n Major chip companies in
Europe and Asia said the in-
dustry’s woes may have
reached a bottom, though
conditions will remain chal-
lenging. Page 7

n IATA said flu fears have
hit airlines’ share prices, add-
ing that industry losses
reached $1 billion in the first
quarter. Page 8

n The U.K.’s combat mission
to Iraq has ended, leaving
southern Iraq relatively stable
but the British military’s repu-
tation damaged. Page 10

n John R. Wilke, a Wall
Street Journal reporter
known for his investigative
work, died of cancer. Page 12

n Russia sent more loans to
Kyrgyzstan, complicating U.S.
efforts to persuade the coun-
try not to evict the U.S. from
an air base there. Page 12

n Jack Kemp, an American
politician who ran for vice
president with Bob Dole in
1996, died at age 73.

europe.WSJ.com

Recession takes a toll on Berkshire Hathaway

By Carrick Mollenkamp

The U.S. dollar remains in
heavy demand from banks
around the world, a sign that
trust among banks remains
fragile.

While a number of indica-
tors show that credit markets
are thawing, economists, cen-
tral bankers and investors are
paying keen attention to the
rate at which foreign banks
are pulling dollar deposits out
of their U.S. branches. That
pace has set records for sev-
eral months, according to the
latest data from the U.S. Trea-
sury Department.

The moves, analysts say,
suggest banks still are scram-
bling for ways to finance in-
vestments in dollar-denomi-
nated securities such as U.S.
mortgage-backed bonds.

Before the credit crisis hit
in August 2007, foreign banks
could freely borrow dollars
from U.S. banks and one an-
other. Bank affiliates also
could sell short-term IOUs.
Now banks are demanding big-
ger lending premiums for cer-
tain loans.

On the bright side, the
banks’ increased reliance on
U.S. deposits is making them
less dependent on central-
bank lending programs, which
were put in place as an emer-
gency backstop. Still, it also
demonstrates how brittle the
lending markets remain. Until
banks develop more trust
among one another, even

Please turn to page 31

By Stacy Meichtry

ROME—Fiat SpA Chief Ex-
ecutive Sergio Marchionne is
expected to meet senior Ger-
man government officials in
Berlin on Monday, according
to people familiar with the
matter, in an attempt to get
their support for a potential al-
liance between the Italian
auto maker and General Mo-
tors Corp.’s German unit Opel.

Mr. Marchionne, who
signed a partnership with
Chrysler LLC in Washington

days ago, is on an ambitious
campaign to forge one of the
world’s biggest auto makers
by crafting a three-way alli-
ance among Fiat, Chrysler
and Opel. In Berlin, he is due
to meet German Foreign Min-
ister Frank-Walter Stein-
meier and German Economy
Minister Karl-Theodor zu Gut-
tenberg, the people familiar
with the matter said.

Fiat’s board of directors
met Sunday and authorized
Mr. Marchionne to seek a po-
tential merger between Fiat

and GM’s European opera-
tions, including Opel and its
U.K. unit Vauxhall, according
to a statement issued by Fiat
on Sunday.

Fiat has been in talks with
GM for months over the pur-
chase of a majority stake in
Opel, according to people fa-
miliar with the negotiations.
Mr. Marchionne believes Fiat
needs to sharply increase its
current production of 2.2 mil-
lion cars a year to gain econo-
mies of scale that could make
Fiat viable in the future. Merg-

ing with Opel, in addition to
Fiat’s alliance with Chrysler,
would allow the Italian auto
maker to reach Mr. Marchio-
nne’s goal of producing at
least 5.5 million cars a year.

If a deal is reached, Fiat
will consider creating a new
publicly traded company that
combines the auto maker’s
car unit, Fiat Group Automo-
biles, with GM’s European op-
erations, the statement said.

A deal with Opel isn’t ex-
pected to impact the Chrysler

Please turn to page 31

Spain avoids unrest

as economy slumps
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Hedge funds may have
discovered a way to reclaim
their mojo. But their innova-
tion creates almost as many
problems as it solves.

A growing number of
funds are introducing sepa-
rately managed accounts for
investors, hoping to ap-
pease disgruntled clients
and rekindle interest in
their flagging business.

By keeping money in a
distinct account, an investor
can see how it’s being man-
aged, position by position.
In theory, that provides an
early warning if a manager
shifts into risky or illiquid
investments. Investors also
can place their own value
on their account, addressing
complaints about how some
managers “mark” their posi-
tions, particularly those
that don’t trade regularly.
And separate accounts are
owned by the investors, so a
manager can’t restrict with-
drawals.

Until recently, hedge-fund
investors simply handed over
a check and their money was
pooled with the cash of other
clients. Often they’d receive
limited information about
how the money was being in-
vested, a concern after the
Madoff scandal.

So it is little surprise seg-
regated portfolios are now
the hottest marketing tool
for hedge funds. As many as
25% of funds have adopted
them, including firms such
as Avenue Capital. More
are considering the step.

The trouble is, most
funds require a minimum in-
vestment of $10 million, or
even $20 million, to create
a separate account. That
could lead to a two-tiered
system, with individual in-
vestors who can’t meet the
minimum treated like sec-
ond-class citizens. More
large investors likely will ne-

gotiate lower fee structures,
adding to the mismatch.

Discriminating against
high-net-worth individuals,
who until this decade were
the biggest clients, could
cost hedge funds if more in-
stitutions reduce their expo-
sure to the industry. And,
after a desultory perform-
ance last year, large institu-
tions gaining special treat-
ment could alienate even
more wealthy individuals.

Trading for these sepa-
rate accounts also could get
messy. The portfolios aren’t
always identical to a firm’s
main fund. Some investors

want their account to use
more or less borrowed
money. Others ask that a
manager avoid certain in-
vestments.

Meanwhile, some hedge-
fund managers might be
tempted to place trades in
their main fund, and then
buy the same investments
for their separate accounts,
potentially driving up the
price. That would effec-
tively favor their flagship
fund over smaller accounts.

Because of their smaller
size, meanwhile, separate
accounts might miss out on
some profitable trades that
require an investor to have
a certain size.

The flip side: Funds
might place hot initial pub-
lic offerings or other invest-
ments in accounts held by
favored clients.

A better solution to re-
cent problems than man-
agers chopping up their
funds would be for them
simply to disclose more to
investors. And for investors
to avoid those funds that
are able to block redemp-
tions. Rather than providing
a cure, separate accounts
could bring even bigger
headaches.
 —Gregory Zuckerman

Hard sell: T-Mobile U.K.
If you can’t fix it, sell it.

That is the plea from Deut-
sche Telekom’s main inves-
tors, the German govern-
ment and private-equity
firm Blackstone Group,
about its U.K. mobile divi-
sion. Unfortunately for Deut-
sche Telekom, it isn’t that
simple.

Granted, T-Mobile U.K.’s
performance is dire. It is a
weak fourth player in the
U.K. market. It has a poor
customer mix, with average
revenue per user typically
about 25% below the top
three companies—Vodafone
Group, Telefónica’s O2 and
France Télécom’s Orange.

After T-Mobile U.K.’s
first quarter, that gap is
likely to be even wider. Rev-
enue fell 21% due to lower
customer spending and
fewer international calls.
Combined with higher cus-
tomer-acquisition costs,
T-Mobile U.K.’s margin in
earnings before interest,
tax, depreciation and amorti-
zation, or Ebitda, looks to
have crumbled to about 14%
from 25% the previous quar-
ter. At that level, free cash
flow will only just cover the
network’s high capital ex-
penditure needs.

A new management team

plans to cut costs and in-
crease offers for prepay and
contract customers. But it
needs to double margins to
bring the business into line
with rivals.

On the face of it, a sale
looks like a better option.
The snag is there are few ob-
vious buyers. None of the
market leaders is likely to
want a business with such a
low-quality customer base
in a market where they al-
ready are dominant. The
best bet is Hutchison
Whampoa’s 3 network, the
fifth U.K. player, which is
looking to expand. But it al-
ready has a network-sharing
agreement with T-Mobile
U.K., which limits synergies.

Buyers might emerge if
the price was right. Histori-
cally, mobile networks have
been valued at 5.5 to six
times Ebitda. But given
T-Mobile U.K.’s position and
weak markets, Nomura val-
ues it at Œ3.1 billion ($4.11
billion), or 3.9 times esti-
mated 2009 Ebitda. Deut-
sche Telekom has said it ex-
pects to write down the
value of its U.K. division by
about Œ1.8 billion. That
would at least make a sale
less painful.
 —Molly Neal

U.S. to meet Asian allies
Washington weighs
plan as Pakistani,
Afghan leaders visit

By Matthew Rosenberg

Afghan President Hamid Karzai’s
re-election bid received a major boost
when a top potential rivals dropped
out of the race Saturday.

More than 60 people have indi-
cated an interest in competing in
the Aug. 20 polls against the presi-
dent, who has become increasingly
unpopular since his elec-
tion in 2004.

The hopefuls, who range
from an Ivy League-edu-
cated economist to semi-lit-
erate ex-warlords, have
been trying for months to
cut deals to get one anoth-
er’s support and mount a se-
rious challenge for the pres-
idency, a post that holds
vast patronage powers
over budget funds and pro-
vincial and national govern-
ment appointments.

But there are only a handful of
politicians in Afghanistan with the
national stature to challenge the
president at the polls, and so far no
strong challenger has emerged.
Only two minor candidates have reg-
istered to run, with a Friday dead-
line for nominations.

Mr. Karzai’s popularity has weak-
ened in recent years as he has failed
to act convincingly against perva-
sive corruption in his administration
or improve the lot of many Afghans.

The Western support he enjoyed
after he was installed in a United Na-
tions-brokered agreement in 2002
has also been diluted. Western critics
say his failure to demonstrate leader-
ship has hampered efforts to over-

come the Taliban insurgency and al-
lowed the opium trade to flourish.

Gul Agha Shirzai, the popular if
unpolished governor of Nangarhar
province in eastern Afghanistan,
was in the thick of the election-year
deal-making and tipped to mount a
serious challenge to Mr. Karzai be-
fore he suddenly dropped out of the
race Saturday.

The 54-year-old Mr.
Shirzai has won praise from
U.S. officials—and earned a
national reputation—for
his leadership in Nangar-
har. He has moved against
the opium trade, helped
keep the Taliban at bay and
poured hundreds of million
of dollars into rebuilding ef-
forts. He was even visited
last summer by then-Sen.
Barack Obama.

Mr. Shirzai, however,
has also been dogged by cor-

ruption allegations, criticized for an
autocratic leadership style and
tainted by allegations of past ties to
the opium business that Western offi-
cials say left him with a fortune esti-
mated at $300 million. Mr. Shirzai de-
nies allegations of corruption and
ties to the opium trade, and says he
isn’t a wealthy man.

Mr. Shirzai spent hours meeting
with Mr. Karzai Friday. His long-
time adviser and spokesman, Khalid
Pashtoon—who resigned after Mr.
Shirzai pulled out of the race—said
the president pressed Mr. Shirzai to
pull out in exchange for a promise of
support for the governor in the next
election, in 2014. Mr. Karzai’s office
declined to comment.

Embattled Afghan leader
gets election-season lift

Hedge funds innovate trouble

By Jay Solomon

And Peter Spiegel

WASHINGTON—U.S. President
Barack Obama will seek a unified
strategy against Islamist militants
in the tribal regions straddling Paki-
stan and Afghanistan when he
meets with the presidents of the two
nations in Washington this week.

The meetings with Presidents Ha-
mid Karzai of Afghanistan and Asif Ali
Zardari of Pakistan come as the U.S.
grapples with how to define its long-
term relationships with both men.

It is uncertain if the widower of
Pakistan’s former Prime Minister
Benazir Bhutto will still be in power
in a year and whether Mr. Zardari’s
rival, Nawaz Sharif, would be a more
viable leader.

Many U.S. officials have ques-
tioned the Zardari government’s will-
ingness and ability to fight Taliban
militants, who have gained control of
more Pakistani territory in recent
months.

With Mr. Karzai, many U.S. offi-
cials believe he is likely to win re-elec-
tion in August, and they are question-
ing their approach in recent months
of publicly criticizing Kabul’s alleged
corruption and poor governance.
Some in the State Department and
the Pentagon fear these public re-
bukes could undermine future U.S.-Af-
ghan cooperation.

“We’ve not completely burnt that
bridge, but it’s black and timbers are

out there in it,” said a former senior
U.S. military official who consults
with the administration on Afghan
strategy.

U.S. officials said Mr. Karzai has
publicly moved closer to Iran and Rus-
sia in recent months, in what appears
to be a warning to the U.S. that he has
other strategic partners.

The meetings Tuesday and
Wednesday will focus on intelligence-
sharing, finance, agriculture and for-
eign relations, with the heads of the
three countries’ militaries, intelli-
gence services and foreign ministries
slated to attend, officials involved in
the summit said. Mr. Obama is sched-
uled to hold bilateral and trilateral
meetings withMessrs. Karzai and Zar-
dari on Wednesday.

Kabul and Islamabad are looking
to firm up trade and transportation
pacts aimed at stimulating economic
growth in tribal regions straddling
both countries, and where poverty
and unemployment are widespread.
The World Bank and its finance arm,
the International Finance Corp., are
expected to announce development
projects for these tribal areas during
the meetings this week, while the U.S.
State Department is preparing to
fund agriculture programs aimed at
providing Afghan farmers with alter-
natives to poppy cultivation.

“The issue in the past hasn’t been
finding a forum to discuss such activi-
ties. It’s been about securing real co-
operation and actually delivering on
promises,” Said T. Jawad, Afghani-
stan’s ambassador to Washington,
said in an interview.

Obamaadministration officials, in-
creasingly concerned about Paki-
stan’s stability, would also like to dis-
cuss acceleration of financial assis-

tance to Islamabad’s security forces.
Last week, U.S. officials asked Con-
gress to speed up distribution of at
least $400 million for training Paki-
stani troops and delivering military
hardware, such as night-vision gog-
gles and helicopter equipment.

Many U.S. and European officials
question whether the international
community can effectively distribute
assistance into tribal areas where de-
velopment agencies have difficulty
operating. The tribal-leadership
structures in these areas have been
devastated by fighting, said these offi-
cials, and the Taliban continues to as-
sassinate local leaders and aid work-
ers seen cooperating with the West.

“No one really knows what to do
with this money,” said a senior Euro-
pean official working on Pakistan and
Afghanistan.

Summit attendants are also ex-
pected to reassess Pakistan’s security
situation. In recent days, some senior
U.S. officials have publicly questioned
whether Mr. Zardari’s government
could fall, after Taliban fighters
seized areas as few as 110 kilometers
from Islamabad. But a number of se-
nior Pentagon officials are seeking to
strike a less-alarmist tone in the dis-
cussions, noting that recent gains
made by the Taliban inside Pakistan
were accomplished by small forces in
weakly defended villages.

“The threat can get lucky from
time to time, and it looks like it has
more prowess than it does,” said a
Pentagon official involved in formulat-
ing Pakistan policy.

Senior Obama administration of-
ficials said the crisis in Pakistan is
among the most acute national secu-
rity challenges Washington cur-
rently faces.

Hamid Karzai

Ebb and flow
Inflow/outflow totals for the 
global hedge-fund industry
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Armenia’s expat crisis
Economy struggles
as remittances slow
and workers return

By Marc Champion

YEREVAN, Armenia—Most coun-
tries hammered by the financial cri-
sis ran into trouble because their
banks crumbled, their exports col-
lapsed or they ran up too much debt.

Armenia, a landlocked nation of
three million in the Caucasus, has a
different problem. Fiscally prudent
and too isolated to be hit by early
fallout from the crisis, the country is
proving there is no haven from the
downturn: The economy has been
hit hard as Armenians who live
abroad send less money home. Now,
some expatriates are returning and
looking for jobs, presenting new
problems for the economy, but also
new possibilities.

Armenia’s banks were too small
and local to get caught in the
subprime meltdown, and they were
banned by regulators from making
the risky foreign-currency loans
that have damaged economies
across Eastern Europe. Exports
have declined, but they were never a
big part of the economy.

“Here you have an economy that
was well-managed with a banking
sector that was not exposed,” says
Aristomene Varoudakis, Armenia
country manager for the World
Bank. Yet gross domestic product
fell 6.1% in the first quarter from a
year earlier, after growing 7% last
year, he says.

Samvel Harutyunian is one rea-

son why. Last June, the 37-year-old
driver moved from Yerevan to Mos-
cow, lured by higher pay that he
hoped would give his own family
enough to live on and still send some
home to relatives.

He made good money—around
$2,500 a month—selling Turkish
clothing at a market in Moscow’s
Sokolniki district, he says, though
life wasn’t easy. He, his wife, Angela,
and their two children lived with her
parents and their family—a total of
10 people crammed into a two-bed-
room Moscow apartment.

By September, though, the mar-
ket in Sokolniki had closed as the
economic crisis and falling oil prices
pushed Russian consumers to close
their wallets. Mr. Harutyunian went
home, and now works part-time as a
driver for an American family.

Just how many of Armenia’s ex-
pats are returning home as their
host countries suffer in the down-
turn isn’t known, Economy Minister
Nerses Yeritsyan said in an inter-
view. But he expects the number to
be substantial. These returnees will
add to unemployment lines and gov-
ernment social-security bills. Mean-
while, the $2.5 billion-plus a year in
remittances that make up about a
fifth of Armenia’s GDP—up to 80%
of them from Russia—are down 25%
this year.

The fall in remittances has had a
big impact on Armenia’s economy.
The majority of the money went to
investment in housing, fueling a con-
struction bubble that has now burst.
Yerevan is filled with half-finished
construction sites.

With low public-debt levels at
just 15% of GDP, Armenia has plenty
of room to borrow in response to the
crisis, says Mr. Varoudakis. It is
drawing $540 million from the Inter-
national Monetary Fund, $550 mil-
lion from the World Bank and an ex-
pected $500 million from its ally
Russia. Russian companies control
or operate much of Armenia’s infra-
structure, including railways, gas
pipelines, a nuclear power plant and
mobile telecoms.

Exports have been hit amid tum-

bling prices for Armenia’s copper
production. But last year, exports ac-
counted for only about 10% of Arme-
nia’s GDP, compared with 47% for ex-
port-dependent Germany. The small
size of the export sector is mainly a
function of politics—two of Arme-
nia’s borders, with Turkey and Azer-
baijan, are closed because of a con-
tinuing territorial dispute over
Nagorno-Karabakh, an ethnic-Arme-
nian enclave in Azerbaijan.

In October, Armenia set up a Min-
istry of Diaspora modeled after the
Irish government’s diaspora ser-
vice, among others. About six mil-
lion ethnic Armenians are esti-
mated by diaspora organizations to
live abroad. The country is trying to
leverage the wealth and experience
of Armenians abroad, says Diaspora
Minister Hranush Hakobyan. The
ministry is hosting four conferences
this year to bring together Arme-
nian architects—who met in Yere-
van late last month—lawyers, bank-
ers and doctors—hoping to encour-
age both investment in the country
and the transfer of technology and
knowledge. Among its goals: to tap
knowledge from abroad to improve
Armenian university courses, and to
turn Armenia into a center of medi-
cal services for the Caucasus region.

“We don’t export so many final-
production goods, but we do export
our people,” says Mr. Yeritsyan, the
economy minister.

Growing unemployment
augurs badly for Europe
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-47.3  

-22.2  

1Q 2009

Each percentage point of U.S.
gross domestic product is the equiv-
alent of $140 billion. Thursday’s Cap-
ital column incorrectly said each
point was equal to $1.4 trillion.

By Paul Hannon

And Nicholas Winning

LONDON—The continued rise in
unemployment across the 16 coun-
tries that use the euro suggests an
economic recovery is going to be
slow to arrive and weak when it does.

That will ensure that inflation-
ary pressures will remain subdued
in the euro zone for some time, with
the currency area likely to experi-
ence a number of months of defla-
tion, when prices are lower than
they were a year earlier.

That prospect increases the like-
lihood that the European Central
Bank will do more than just cut its-
benchmark interest rate to 1% from
1.25% when its governing council
meets May 7, and will announce mea-
sures designed to boost shrinking
bank lending.

The European Union’s Eurostat
statistics agency said Thursday that
the euro zone’s unemployment rate
rose to 8.9% in March from 8.7% in
February, the highest level since No-
vember 2005.

The currency area lost 419,000
jobs during the month, leaving 14.2
million people without work, more
than the populations of Austria and
Ireland combined.

More up-to-date figures for Ger-
many—the euro zone’s largest mem-
ber—showed the rise in joblessness
continued in April, with 58,000 jobs
lost during the month.

Recent surveys have indicated
that, while the pace of economic con-
traction is easing in the second quar-
ter, growth is unlikely to resume un-
til early 2010. Businesses are there-
fore likely to continue to cut pay-
rolls for many months to come.

“Despite tentative signs that the
decline of economic activity may
soon slow, labor demand will be hit
well into 2010,” said Joerg Radeke,
an economist at the Centre for Eco-
nomic and Business Research.

Germany’s government has
strongly encouraged firms to make
use of job-retention plans to prevent
a surge in unemployment. About two

million jobs are already earmarked
for its short-shift program, under
which public money is used to par-
tially make up for temporary wage
cuts and shorter working weeks.

Eurostat Thursday said the an-
nual rate of inflation in the euro
zone was unchanged at 0.6% in
April. That’s the lowest level since
records began in 1996, and econo-
mists expect the inflation rate to re-
sume its decline in May, after the up-
ward pressure on prices as a result
of the Easter vacation has passed.

The annual rate of inflation re-
mained well below the level of around
2% that the ECB targets over the me-
dium term. The bank has indicated
that it will cut its key interest rate to
1% from 1.25% at the May 7 meeting

Many economists expect the euro
zone to experience a period of defla-
tion, in which prices are lower than a
year earlier. In March, four euro-
zone members, Spain, Portugal, Ire-
land and Luxembourg, reported that
prices were lower than in the same
month in 2008. In its flash estimate
for April, Eurostat didn’t give a break-
down of price movements by type of
good or by nation. But figures re-
leased by Spain’s national statistics
agency earlier Thursday showed
prices fell by 0.1% on the year, the
same rate of deflation as in March.

The risk is that a period of defla-
tion could become self-reinforcing,
trapping the euro zone in a long con-
traction. As demand for goods fell,
so would economic output, trigger-
ing further unemployment and an-
other round of price falls and de-
layed purchases.
 —Roman Kessler

contributed to this article.
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Spain manages to avoid unrest even as its economy struggles

Road worriers
April vehicle sales drive
down hopes for a U.S.
industry rebound > Page 4

ing the good times, its economy is
held back by low productivity, an ex-
tensive underground economy and
scant labor mobility. Studies show
that Spaniards are unusually reluc-
tant to move away from their home
region—a trait that acts as a drag on
the economy.

Today, however, being close to
one’s extended family is a lifeline.
Members of Spanish families help
one another pay the mortgage, so
there are fewer foreclosures. Even
when they lose their homes, Span-
iards rarely end up on the street.
For the most part, they move in to-
gether.

“The family represents kind of a
social-welfare network that allows
the economy to withstand a much
higher rate of unemployment,”
says Rafael Doménech, chief econo-
mist for Spain and Europe at BBVA
bank.

In European countries without
as much of a family network, the
welfare state steps in, providing for
people who have lost their jobs. In
Scandinavian countries, jobless
benefits replace the bulk of work-
ers’ lost wages—as much as 90% in
Denmark’s case.

Then there is the question of
who would lead any unrest. The
huge job losses in Spain have been
borne almost entirely by temporary
workers—women, immigrants and
the young—who aren’t represented
by anyone. The types of workers
who tend to belong to labor unions—
middle-aged men on full-time con-
tracts—have scarcely been touched
by layoffs. In fact, the latest jobs re-
port showed they had slightly in-
creased their number in the first
quarter of the year—even as
800,000 temporary and self-em-
ployed workers lost their jobs.

Another issue Spain shares with
other southern European countries

is its extensive black economy. Dur-
ing the good times, economists
have encouraged countries like
Spain and Italy to bring the black
market under control. In the bad
times, however, that market can
give many Spaniards secret, unde-
clared sources of income that can
keep them afloat.

By its very nature, the under-
ground economy is hard to mea-
sure. But analysts say it could repre-
sent as much as one-fifth of the
Spanish economy, providing work
for people who are formally unem-
ployed.

By some estimates, there are
more Œ500 notes in Spain than in
any other European country, where
they are usually stashed away from
the prying eyes of the tax man. The
notes are nicknamed “Bin Ladens”
in Spain because they are so rarely
seen. Optimists hope they will be
flushed into circulation by the cri-
sis, boosting the economy.

Other ostensibly unemployed
Spaniards carry out a range of infor-
mal work, from performing odd
jobs to hawking merchandise in
markets to make ends meet.

Most mainland European na-
tions are also simply more accus-
tomed to living with high unemploy-
ment. Even at the height of Spain’s
credit-fueled boom, with an over-
heated economy running at full tilt,
the country’s unemployment rate
fell only to 8%.

Given the rigidities of its labor
market, the country’s “natural”
rate of unemployment is far higher
than that of other countries. Econo-
mists at Spain’s BBVA bank put the
country’s so-called Nairu—the sus-
tainable rate of unemployment that
can be reached without the econ-

omy overheating—as high as 14%.
Spanish police had braced for vi-

olence during Friday’s May Day
marches. But just 6,000 people
turned out for the parade in
Madrid, according to Spanish po-
lice, in a largely good-natured
event that featured samba dancing,
not Molotov cocktails. Other Span-
ish cities also drew relatively small
crowds.

Spain is hardly alone in its
muted reaction. In Germany and
France, Friday’s May Day demon-
strations attracted more people
than last year. But Germany has
seen little other sign of widespread
protest or labor unrest. In France—
synonymous in many people’s
minds with revolution—Friday’s
marches drew unexpectedly fewer
people than a general strike two
months ago. The country’s biggest
unions said over the weekend that
they weren’t planning to organize
another strike right away lest they
plunge the country into chaos. Over-
all, other than a few boss-nappings
and some local protests, things

have been reasonably tranquil.
A notable exception since the

global economic crisis began has
been Greece, where one-fifth of peo-
ple live below the poverty line.
There, hundreds of youths clashed
with police over four days of rioting
in December, underscoring frustra-
tion over the sky-high youth-unem-
ployment rate.

“At this stage, it’s been very epi-
sodic,” says Philip Whyte, senior re-
search fellow at the Center for Euro-
pean Reform, a London-based think
tank. “It’s difficult to make the case
that there’s been an upsurge in so-
cial unrest across Europe.”

Spain last suffered an unemploy-
ment rate of 17% only a decade ago,
following the recession of the early
1990s. Since then, however, the
country has changed in ways that
heighten the potential for strife.
More than 15% of the labor force in
Spain is now made up of immi-
grants, and they have suffered the
brunt of the recent job losses. They
lack the family network Spaniards
depend upon and have built up

fewer entitlements to government
welfare.

Spain may also find it far harder
to climb out of recession this time
around. In the early 1990s, it re-
gained growth by devaluing its cur-
rency. Now that it uses the euro, it
no longer has that option. The only
way it can make its wrenching eco-
nomic adjustment is by shedding
jobs.

Spain has no obvious industry to
pick up the slack now that the coun-
try’s bloated construction sector
has collapsed. Because of its oner-
ous labor laws, employers will wait
a long time to hire, even when a re-
covery begins. And the Socialist
government has made it clear it has
no intention of overhauling labor
laws: Prime Minister José Luis Ro-
dríguez Zapatero recently dis-
missed calls to revamp the laws as
“blackmail.”

So unemployment in Spain is
likely to remain sky high for a num-
ber of years. Worse, unemployment
benefits will soon begin to run out
for many who lost their jobs when
the crisis started. Economists and
politicians warn that labor protests
in other European countries, such
as Germany and France, could rise
in size and anger if job losses be-
come a deluge.

The idiosyncrasies of European
economies have so far permitted
governments to take a more laid-
back approach to fighting the down-
turn than, say, the U.S. But if the re-
cession drags on, their patience
will be tested. Then, Greece’s riots
could become the rule, rather than
the exception.

 —Marcus Walker in Berlin and
David Gauthier-Villars in Paris

contributed to this article.
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short-term borrowing rates will re-
main relatively expensive, making
economic recovery more costly for
businesses and individuals.

This has had an unexpected effect
on the London Interbank Offered
Rate, or Libor, which is supposed to
reflect the interest rates banks
charge each other for loans. A large
gap has appeared between the one-
month and three-month Libor, in
what analysts say is a worrying sign
that banks remain reluctant to make
longer-term loans to one another. As
of Friday, banks were quoting a rate
of 1.01% for three-month dollar loans,
0.59 percentage point more than the
rate on one-month loans. Histori-
cally the gap hovered close to zero.

The U.S. Federal Reserve has been

providing dollar loans to the Euro-
pean Central Bank, the Bank of Eng-
land and other central banks, which
lend those dollars to banks around
the world. In one sign that the cen-
tral bankers’ efforts have been work-
ing, Libor has fallen sharply: As of Fri-
day, one-month dollar Libor stood at
0.42%, compared with 4.59% in Octo-
ber.

With short-term lending among
banks still tight, non-U.S. banks are
seeking other ways to satisfy their
hunger for dollars. According to the
latest data available from the U.S.
Treasury, they pulled $123 billion
from their U.S. branches in January
and another $145 billion in February
through borrowings. That is a sharp
turnaround from prior months.

As of the end of 2008, banks out-

side the U.S. held $9.6 trillion in dol-
lar-denominated assets, in a legacy
of the heady financial globalization
of the boom years, according to the
Bank for International Settlements.
Amid the financial crisis, U.S. banks
stopped lending foreign banks the
dollars they needed to finance those
investments, triggering an acute
cash shortage.

Analysts at Morgan Stanley say
foreign banks are tapping deposits in
their U.S. branches because it is
cheaper than borrowing dollars from
central banks. The amount of the
Fed’s outstanding dollar loans to
other central banks, for example, fell
in January and February by roughly
the same amount that foreign banks
pulled out of their U.S. branches.

“Foreign banks are simply getting

a cheaper and more-efficient source
of funding from their U.S.-domiciled
branches,” says Jim Caron, global
head of interest-rate strategy at Mor-
gan Stanley in New York.

The shift also could be a reflec-
tion of ratings downgrades on the as-
sets that banks use as collateral for
central-bank loans, which would
make it more difficult and expensive
to use central-bank financing.

In a report in March, Scott Peng, a
U.S. interest-rate analyst at Citi-
group Inc., said the continuing gap
between one-month and three-
month Libor could be costly for
banks. That is because the rates they
pay on deposits and other borrow-
ings are typically linked to three-
month Libor. The interest income re-
ceived from loans and other invest-

ments often is pegged to one-month
Libor. Mr. Peng said the gap could
prompt banks to charge higher rates
on loans.

Continued from first page

partnership. Fiat sees the two deals
as complementary—Chrysler form-
ing the backbone of Fiat’s reentry
into the U.S. market, while a deal
with Opel would make Fiat one the
biggest auto makers in Europe and
Latin America.

It’s unclear when a possible deal
would be finalized. The Fiat chief’s
overtures toward Opel and the Ger-
man government could prove as
tricky as his drawn-out pursuit of
Chrysler. Mr. Marchionne already
faces a number of obstacles, includ-
ing competition from potential rival
bidders. The German government
has recently held talks about Opel’s

future with Canadian auto-parts
maker Magna International Inc. No
concrete offers have emerged.

Fiat is also encountering resis-
tance from German and Italian
unions who fear the overlap be-
tween Fiat and Opel operations in
Europe could lead to widespread job
cuts. Together, the auto makers em-
ploy more than 100,000 workers in
plants across Europe, including in
Poland, Germany and Italy.

Mr. Marchionne has suggested
that closing down plants isn’t a realis-
ticoptioninEurope,wheremanywork-
ers are shielded by contracts that
make it costly for companies to lay off
workers. During a recent conference

call with analysts, Mr. Marchionne
saidhepreferredcuttingbackproduc-
tion at some plants rather than shut-
tingthemdownentirely.Thestrategy,
Mr.Marchionnesaid,“mayhaveineffi-
ciencies associated with it, because of
the fact that we may not be running
them at optimal levels, but it is a mini-
mal cost compared to the downside
riskofcreatingthelevelofsocialinsta-
bilitythat is associated withplant clo-
sures.”

Fiat is also likely to seek govern-
ment aid from Berlin to prop up the
potential alliance while Fiat retools
Opel’s operations, according to a
person familiar with the matter.
Fiat, which is saddled with debt,

doesn’t have the money to finance
potential partners. Mr. Marchionne
refused to put money into its alli-
ance with Chrysler, swapping Fiat
technology in exchange for a 20%
stake in the Detroit auto maker.

Mr. Marchionne has hinted that
Fiat will take a similar approach in
its talks with other potential part-
ners, including Opel, which has said
it needs Œ3.3 billion ($4.4 billion) to
ride out a plunge in car sales caused
by the financial crisis and global eco-
nomic downturn. “In situations like
this, there is a need to have state
help,” Mr. Marchionne said.

 —Marcus Walker in Berlin
contributed to this article.
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Thai mogul blames foes in murder attempt
Protest leader says
antichange forces
conspired to kill him

By James Hookway

BANGKOK—A Thai media baron
who was instrumental in toppling
two governments said an alliance of
military officials and politicians
bent on thwarting political change
was behind an attempt to kill him
last month.

Sondhi Limthongkul’s claim,
while unproven, was notable in part
because the businessman and pro-
test leader absolved his political
foe, former Prime Minister Thaksin
Shinawatra, and said both men
shared a common desire for change.

Mr. Sondhi made the allegation
Sunday in his first public remarks
since the murder attempt at dawn
on April 17. Police say at least five
men fired at least 84 rounds from
military-grade assault rifles at Mr.
Sondhi’s car as he traveled to his of-
fice in Bangkok’s historic old quar-
ter.

Mr. Sondhi had to undergo sur-
gery to remove shrapnel from his
skull after the attack, which seri-
ously wounded his driver. No ar-
rests have been made.

The attack was a fresh twist in a
continuing political struggle in Thai-
land over whether the nation
should become a functioning, ac-
countable democracy or a place
where generals and politicians
make deals to determine who
wields power, as has been the case
for much of Thailand’s history. The
rural poor are adding to the volatil-
ity by demanding that their voice be
heard, too.

Mr. Sondhi, 61 years old, is play-
ing a leading role in the debate. In
2005 and early 2006, he stirred
mass protests against then-Prime
Minister Thaksin, accusing him of
corruption. The protests helped
pave the way for the armed forces to
remove Mr. Thaksin in a military
coup later that year.

In 2008, Mr. Sondhi and his yel-
low-clad allies in the People’s Alli-
ance for Democracy helped force
the collapse of a government led by
Mr. Thaksin’s brother-in-law by oc-
cupying and shutting down
Bangkok’s international airports
for a week as army and police
looked on.

Many commentators had ex-
pected Mr. Sondhi to link the attack
on him to supporters of Mr. Thaksin.
But at Sunday’s news conference

live on his ASTV satellite network,
he said he believed the assault was
plotted by a group of military offic-
ers and political backers opposed to
both Mr. Thaksin’s populist version
of democracy and his own efforts to
promote a culture of accountability.
He didn’t provide any names.

“I am certain that soldiers were
behind this assassination attempt,”
Mr. Sondhi said, citing the way as-
sailants positioned themselves
around his vehicle and how they
held their weapons.

Thai army chief Gen. Anupong
Paochinda has said bullets found at
the scene of the shooting had been
issued to a military division. Gen.
Anupong couldn’t be reached for
comment Sunday.

An army spokesman said the mili-
tary would have no official com-
ment on Mr. Sondhi’s allegation un-

til police investigators submit their
report.

Mr. Sondhi on Sunday linked the
causes of his allies in the People’s Al-
liance for Democracy and Mr.
Thaksin’s supporters, or the “red
shirts,” as they are known, saying
both are pushing for political
change in Thailand.

Mr. Sondhi and the PAD are de-
manding greater accountability and
the end of corruption and money-
based politics, while the red shirts
seek fresh parliamentary elections
and want the army and Thailand’s
courts to stop interfering in the
country’s democracy.

Last month, some of Mr.
Thaksin’s followers rioted in
Bangkok and forced the cancella-
tion of a major international sum-
mit at a nearby seaside resort, em-
barrassing the government.

“The yellows and the reds are
seeking something very similar,
which is change. The only difference
once we have achieved that change
is how to go about creating a new
politics,” or a more effective way to
run the country, Mr. Sondhi said.

He also said not everybody is on
board with his program for a corrup-
tion-free “new politics,” though he
declined to give names.

If Mr. Sondhi’s claim that the
army was behind the assassination
attempt is true, it could indicate
that Prime Minister Abhisit Vejja-
jiva isn’t fully in control of Thailand.
It might also mean that members of
the armed forces could be jockeying
for a greater say in how the nation is
governed.

Mr. Sondhi commands a large au-
dience through his television and
newspaper network and has largely

been supportive of Thailand’s
armed forces and the coup they
staged in 2006. He said at the time it
was necessary to uproot Mr.
Thaksin’s lingering influence in
Thai society.

Mr. Thaksin now is moving from
country to country in the Middle
East and Africa to evade extradition
and imprisonment on a corruption
conviction.

“What we may be seeing now is a
realignment of alliances,” said Thiti-
nan Pongsudhirak, director of the In-
stitute of Security and Interna-
tional Studies at Bangkok’s Chula-
longkorn University. “Some very
powerful people supported Mr. Son-
dhi in the past, but now with Mr.
Thaksin out of the picture he may
have outlived his usefulness.”

 —Wilawan Watcharasakwet
contributed to this article.

LEADING THE NEWS

Sondhi Limthongkul, Sunday, described
what he said was a conspiracy to kill him.
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China quarantines dozens of Mexicans
Fearing flu, Beijing
locks down travelers
regardless of health

Signs point to a mild pandemic

THE FLU OUTBREAK

Spreading contagion
The U.S. Centers for Disease Control has confirmed 226 cases of the new strain of flu in 30 states. Confirmations 
of others infected with the strain have surfaced around the world, many with ties to Mexico. Here’s a sample:

NEW YORK - Outbreak 
in Queens school on 
April 20  after students 
returned from Cancun.

NETHERLANDS - 
Three-year-old returned 
from Mexico family vacation 
on April 27; is diagnosed 
days later.

SWITZERLAND - 
19-year-old in Baden tests 
positive, authorities 
announce on April 30. 

ISRAEL - Young man was 
hospitalized in Netanya on 
April 25 after a business trip 
in Ciudad Juarez. (He flew via 
Mexico City and Madrid.)

TEXAS - Boy flown from 
Mexico City to Matamoros on 
April 3. Died in Houston April 
27 after drive to Brownsville.

NEW ZEALAND - Students flew 
back to Auckland on April 25 
after visiting Puebla and Oaxaca 
(via Mexico City and Los 
Angeles). Ten tested positive.

GEORGIA - Woman 
returned to Kentucky 
from Cancun April 20. 
Traveled to Georgia; was 
hospitalized on April 26.

U.K. - A woman 
in Newscastle tested positive 
April 30 after returning from 
Cancun. 

Mexico
City

Cancun

Georgia
New York U.K.

U.S.

MEXICO

NEW
ZEALAND

NETHERLANDS
SWITZERLAND

ISRAEL

TexasTexasTexas

By Andrew Browne

BEIJING—The A/H1N1 flu out-
break is leading to a potential diplo-
matic row between China and Mex-
ico, as Chinese health authorities
round up and quarantine scores of
Mexicans—only one of whom is thus
far reported to be sick—as they fly
in on business and holiday trips.

Mexico’s foreign minister said
Mexican citizens with no signs of in-
fection had been isolated in “unac-
ceptable conditions” in China. Patri-
cia Espinosa said Saturday that such
measures were “discriminatory and
ungrounded” and that the govern-
ment is advising Mexicans to stay
away from China. She also criticized
four Latin American countries—Ar-
gentina, Peru, Ecuador and Cuba—
for suspending flights coming from
Mexico against the recommendation
of the World Health Organization.

More than 70 Mexicans are in iso-
lation around China, according to
Mexican officials; that number is ris-

ing as Mexican travelers call in to
their embassy to report their plight.

China has been rounding up all
travelers aboard an AeroMéxico
flight that arrived Thursday in Shang-
hai from Mexico with a 25-year-old
Mexican man who is now ill with hu-
man swine flu in Hong Kong. He is the
only known Mexican sufferer in
China to date. However, Mexicans on
other flights say they have been sin-
gled out for harsh treatment.

Gustavo Carrillo, a 36-year-old
manager of a Mexican technology
company in China who lives in
Beijing, was taken off his Continen-
tal Airlines plane Saturday and
rushed into quarantine at a Beijing
hotel. He had traveled to the U.S.
from China on a business trip and
hadn’t visited Mexico.

Mr. Carrillo said health officials
took the temperatures of other pas-
sengers after the plane landed, but
didn’t check his after they saw his
Mexican passport. Instead, they led
him down the aisle past gawking pas-
sengers. “It was embarrassing and
humiliating,” he said.

Mexicans who were on the flight
to Shanghai with the 25-year-old flu
victim complain about how China
has enforced its quarantine, offer-
ing little information and only basic

medical testing. Among them is a
family of five, including three young
children, who transited to Beijing.
They were roused from their hotel
room in the Chinese capital in the
early hours of Saturday and
whisked to an infectious diseases
hospital. There, according to the fa-
ther, Carlos Doormann, AeroMéxi-
co’s finance director, they were iso-
lated in a room with bloodstained
sheets and what appeared to be mu-
cus smeared on the walls.

“I’m frustrated and sad,” said Mr.
Doormann, whose family has since
been moved to the nearby Guo Men
Hotel on the outskirts of the Chinese
capital, where they are in quaran-
tine along with five other Mexican
nationals, including Mr. Carrillo.

According to accounts from Mexi-
cans in the hotel, Mexican travelers
arriving on various flights from Mex-
ico and the U.S. were singled out by
health officials who boarded their
aircraft wearing white protective
suits, masks and rubber gloves. They
led away Mexican passport holders.
Several travelers said Chinese televi-
sion camera crews surprised them
at the doors of their aircraft as they
emerged. They said the filming con-
tinued through the windows of an
isolation ward at the Beijing Ditan in-

fectious diseases hospital.
“We felt like we were in a zoo,”

said Angel Yamil Silum, a 27-year-
old business student, who arrived in
Beijing with his girlfriend on Satur-
day en route to Bangkok for a holi-
day, and ended up at Ditan and then
the Guo Men Hotel.

Chinese authorities allowed Mexi-
co’s ambassador to China, Jorge Gua-
jardo, to enter the hotel on Sunday
but refused him permission to see the
quarantined Mexicans or to call up to
their rooms, Mexican officials said.
The embassy is shuttling soft drinks,
pizzas and other Western food to the
hotel along with CDs, toys for the chil-
dren and other entertainment.

Hong Kong has moved aggres-
sively on quarantines. The Hong
Kong government said no new cases
of A/H1N1 flu have been found since
the discovery of the 25-year-old Mex-
ican traveler who had the disease.
While some travelers have grumbled
about being held against their will—
even with no evidence they have the
disease—the Hong Kong govern-
ment’s approach has won plaudits
within the territory, where memo-
ries linger of the confusion caused
by an outbreak of Severe Acute Res-
piratory Syndrome in 2003.

Peter Cordingley, a spokesman for

the WHO’s Western Pacific office in
Manila, Philippines, said “in general
we support any legal measures that
reduce the risk of community trans-
mission,” although the WHO didn’t
have a policy specifically on the kind
of quarantine used in Hong Kong.

Chinese officials deny that Mexi-
cans are being unfairly targeted.
“There is no discrimination at all,”
said Zhang Jianshu, head of the news
office at the Beijing Health Bureau.
“We treat all people the same,” he
said, adding that there are many Chi-
nese passengers in isolation. He said
the measures are in line with World
Health Organization requirements.

China’s government was widely
blamed for a slow and ineffective ini-
tial response to SARS in 2003 and ap-
pears eager to demonstrate to the
Chinese public that it is taking the
threat more seriously this time.

The Mexican guests at the Guo
Men Hotel have had no contact with
Chinese officials, except health
workers, and have no idea how long
they will have to stay. “We’re held
hostage here,” said Mr. Doormann.
Twice each day, nurses leave ther-
mometers outside their rooms. No
other medical testing is carried out.
 —Kersten Zhang

contributed to this article.

By Betsy McKay

A new strain of flu is spreading
quickly enough that it could cause a
global pandemic soon, but there
are signs a pandemic could be a
mild one, officials at the U.S. Cen-
ters for Disease Control and Preven-
tion said Friday.

A growing number of cases in
Spain, New Zealand and other coun-
tries—where travelers brought the
disease home and could be spread-
ing it to others—means that sus-
tained transmission of the disease is
likely to take hold soon in more coun-
tries, Scott Dowell, head of the
CDC’s swine flu international team,
said in an interview Friday. That de-
velopment—community outbreaks
in more than one region of the world—
would fit the World Health Organiza-

tion’s criteria for its highest global
alert level, phase 6.

“It’s going to happen immi-
nently,” he said. A WHO spokesman
said the agency is monitoring devel-
opments.

Signs of the epidemic’s rapid
spread were reported Friday from
Colorado to Hong Kong. The CDC
said 141 people in 19 U.S. states have
been confirmed by laboratory tests
to have or have had the strain, and
more are emerging.

A South Korean woman who
spent a week in Mexico in late April
became the first person in the coun-
try to be confirmed with a case of
swine flu, the national health minis-
try said Saturday. The agency also
said it cut its list of suspected cases
from two people to one after deter-
mining that one person had a differ-
ent kind of influenza.

A total of 367 laboratory-con-
firmed cases have been reported in
13 countries, including 34 in Can-
ada, 13 in Spain and eight in the U.K.,
according to the WHO. Hong Kong,
the epicenter of the SARS epidemic
as well as eruptions of avian flu, re-
ported its first case, a visitor from
Mexico. Authorities ordered 300
guests at the visitor’s hotel to be
quarantined for a week and posted
police at the entrance.

Most cases haven’t been severe,
like many of those initially reported
in Mexico were. A new CDC report
said evidence showed that transmis-
sion of the disease in Mexico is wide-
spread and that “less severe illness is
common.” The new virus lacks genes
that made the 1918 pandemic flu and
the H5N1 avian viruses so deadly,
said Nancy Cox, director of the CDC’s
influenza division.
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NOTICE OF SPECIAL COURT-ORDERED MEETING OF CLASS A COMMON SHAREHOLDERS
IN THE SUPREME COURT OF BERMUDA

CIVIL JURISDICTION
(COMMERCIAL COURT)

2009: NO. 85
IN THE MATTER OF INGERSOLL-RAND COMPANY LIMITED

AND IN THE MATTER OF SECTION 99 OF THE COMPANIES ACT 1981
NOTICE OF MEETING OF INGERSOLL-RAND COMPANY LIMITED

CLASS A COMMON SHAREHOLDERS TO BE HELD ON JUNE 3, 2009
To the holders of Class A common shares of Ingersoll-Rand Company Limited:
Notice is hereby given that, by an order dated April 23, 2009 made in the above matter, the Supreme Court of

Bermuda has directed a meeting to be convened of the holders of Class A common shares of Ingersoll-Rand Company
Limited, a company organized under the laws of Bermuda ("IR-Bermuda"), at Crowne Plaza Dublin-Northwood
located at Northwood Park, Santry Demesne, Santry, Dublin 9, Ireland, commencing at 3:30 p.m., local time, on
June 3, 2009 to vote:
1. to approve a scheme of arrangement (the "Scheme of Arrangement") to effect a transaction (the
"Transaction") pursuant to which each holder of IR-Bermuda Class A common shares immediately before
the Transaction is effected will receive ordinary shares of an Irish company named Ingersoll-Rand plc
("IR-Ireland") on a one-for-one basis in exchange for their IR-Bermuda Class A common shares (or, in the
case of fractional interests in IR-Bermuda Class A common shares ("fractional shares") held of record, if
any, cash for such fractional shares in lieu of fractional ordinary shares of IR-Ireland);

2. if the Scheme of Arrangement is approved, to approve the creation of distributable reserves of IR-Ireland
(through the reduction of the share premium account of IR-Ireland) that was previously approved by
IR-Bermuda and the other current shareholders of IR-Ireland; and

3. to approve a motion to adjourn the meeting to a later date to solicit additional proxies if there are
insufficient proxies to approve the Scheme of Arrangement at the time of the meeting.

If any other matters properly come before the meeting or any adjournments or postponements of the meeting,
the persons named in the proxy card accompanying the proxy statement filed with the U.S. Securities and Exchange
Commission (the "SEC") on April 24, 2009 and first mailed to IR-Bermuda Class A common shareholders on or about
April 28, 2009 (the "proxy statement") will vote the shares represented by all properly executed proxies in their
discretion.
IR-Bermuda has established the close of business on April 6, 2009 as the record date for determining the holders

of Class A common shares entitled to notice of, and to vote at, the special court-ordered meeting and any adjournments
or postponements thereof.
Holders of Class A common shares of IR-Bermuda are cordially invited to attend the meeting. However, to

ensure representation at the meeting, either an admission ticket or proof of ownership of Class A common shares, as
well as a form of personal identification, must be presented in order to be admitted to the meeting. If you are a
shareholder of record, your admission ticket is attached to the proxy card accompanying the proxy statement. If you
plan to attend the meeting, please vote your proxy, but keep the admission ticket and bring it to the meeting
together with a form of personal identification. If your shares are held in the name of a bank, broker or other
holder of record and you plan to attend the special court-ordered meeting of IR-Bermuda Class A
common shareholders, you must present proof of your ownership of Class A common shares, such as a
bank or brokerage account statement, together with a form of personal identification, to be admitted
to the meeting. If you would rather have an admission ticket, you can obtain one by following the
instructions in the proxy statement. No cameras, recording equipment, electronic devices, large bags,
briefcases or packages will be permitted at the meeting.
By the said order, the Supreme Court of Bermuda has appointed Herbert L. Henkel, being Chairman of the Board

of Directors and Chief Executive Officer of Ingersoll-Rand Company Limited, or failing him Patricia Nachtigal, being the
Senior Vice President and General Counsel and a director of Ingersoll-Rand Company Limited, or failing her, any other
director of Ingersoll-Rand Company Limited to act as Chairman of the special court-ordered meeting. The Scheme of
Arrangement will be subject to a subsequent application to the Supreme Court of Bermuda seeking sanction of the
Scheme of Arrangement. The hearing before the Supreme Court of Bermuda to approve the Scheme of
Arrangement is scheduled to take place on Thursday June 11, 2009 at 2.30 p.m. and any IR-Bermuda Class A
common shareholder who wishes to object to the approval of the Scheme of Arrangement may attend the hearing
by counsel or otherwise.

By Order of the Board of Directors
BARBARA A. SANTORO
Vice President-Corporate Governance and Secretary
Dated: May 4, 2009

This communication is being made in respect of the above described special court-ordered meeting of Class A
common shareholders of IR-Bermuda. In connection with the meeting, Ingersoll Rand has filed the proxy statement
with the SEC and anticipates first mailing the proxy statement to its shareholders on or about April 28, 2009.
Shareholders are urged to read the proxy statement because it contains important information. The proxy statement
is, and other documents filed or to be filed by Ingersoll Rand with the SEC are or will be, available free of charge at the
SEC's web site (www.sec.gov) and at Ingersoll Rand's web site (www.irco.com).

Ingersoll Rand and its directors and executive officers and other persons may be deemed participants in the
solicitation of proxies in connection with the reorganization. Information regarding the persons who may, under the
rules of the SEC, be deemed participants in the solicitation of the Ingersoll Rand shareholders in connection with the
reorganization is set forth in the proxy statement. You can find information about Ingersoll Rand's directors and
executive officers in its definitive proxy statement for the annual general meeting, which was filed on April 22, 2009.
You can obtain free copies of these documents from Ingersoll Rand upon request directed to: Ingersoll-Rand Company
Limited, c/o Ingersoll-Rand Company, One Centennial Avenue, Piscataway, New Jersey 08855.
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Fiat CEO Sergio Marchionne, seen above at a March news conference, is expected
to assume broad authority over Chrysler’s operations.

U.S. auto sales stay in rut amid GM and Chrysler woes

Fiat lessons for Chrysler
Marchionne to apply experience to revive U.S. auto maker

GM to ramp up effort
for its restructuring

By Stacy Meichtry

ROME—After months of negotia-
tions, Fiat SpA Chief Executive Ser-
gio Marchionne clinched an alliance
with Chrysler LLC. Now the Italian
executive faces a bigger challenge:
restructuring one of Detroit’s most
troubled auto makers.

Chrysler on Thursday filed for
bankruptcy reorganization at the
behest of the U.S. government after
failing to reach an agreement with
some of its creditors.

Mr. Marchionne, who is expected
to assume broad authority over
Chrysler’s operations, will be in a
racetorefreshChrysler’semptyprod-
uct pipeline while the company
burns through government loans.

Under the terms of the deal
signed Thursday, the United Auto
Workers union will hold a 55% stake
in the Fiat-Chrysler alliance—poten-
tially limiting Mr. Marchionne’s abil-
ity to carry out deep restructuring.

“You’ve got to imagine that UAW
is going to have a big say about
where vehicles are built in the fu-
ture,” said Mark Fulthorpe, an auto
analyst with CSM Worldwide.

Meanwhile, Mr. Marchionne is
still expected to run the show at Fi-
at’s headquarters in Turin, where
one of the top issues on the agenda
is forging other alliances—includ-
ing possibly with General Motors
Corp’s. German unit, Opel.

The aggressive search for part-
ners is part of Mr. Marchionne’s rec-
ipe to try to ensure Fiat’s long-term
survival amid the financial crisis
and economic downturn. He wants
to eventually boost Fiat’s annual pro-
duction to around 5.5 million cars
from its current level of 2.2 mil-
lion—an increase in scale that he
hopes will proportionately reduce
the amount Fiat spends moving new
models from the drawing board to
the showroom. Together, Chrysler
and Fiat will initially make four mil-
lion cars annually.

“Our work is just beginning, but
together with our new partners at
Chrysler we look forward to deliver-
ing on the vast potential this alli-
ance holds,” Mr. Marchionne said in
a statement issued Thursday.

Mr.Marchionnehasahistoryofma-
neuveringhiswayoutoftightcorners.
When he arrived at Fiat in 2004, the
Italian auto maker was saddled with
$8.8 billion in debt. Fiat’s manage-
ment ranks were bloated, and its rela-

tions with unions had grown increas-
ingly tense as the company came un-
der pressure to cut costs by closing
plants in Italy. The company was also
stuck in a tense alliance with General
Motors.

Mr. Marchionne “wasn’t aware
of how bad things were until he got
in and started working. It was sur-
vival mode,” said John Elkann, head
of Italy’s Angelli family and chair-
man of Fiat’s controlling share-
holder, Exor SpA.

Beyond his brief stint as a Fiat
board member, Mr. Marchionne was

an outsider to the car industry. He
came to Fiat after heading SGS, a
firm that specializes in inspecting
and certifying goods being traded.

The executive’s unfamiliarity with
Fiat and the auto sector ended up giv-
ing Mr. Marchionne an edge. He suc-
cessfully pressed General Motors,
thentheworld’sbiggestautomaker,to
pay Fiat $2 billion to get out of its alli-
ance with the Italian company.

The payment bought Mr. Marchio-
nne time to restructure Fiat, giving
him the capital to roll out new models
andgrab back market share.

By John D. Stoll

DETROIT—General Motors
Corp. is expected this week to accel-
erate talks with the United Auto
Workers union and move forward
with a push to have about 2,600
dealers close their doors.

The giant auto maker also is
likely to approach banks holding se-
cured debt, hoping to work out
terms to ease the company’s debt
burden.

Reaching agreement on these
front is critical if GM is to restruc-
ture outside of bankruptcy court.

The company has new leverage
as it re-engages in talks, thanks to
the bankruptcy filing last week by
Chrysler LLC. But differences be-
tween the two auto makers, mean
that leverage can take GM only so
far.

“The move with Chrysler sig-
nals to the GM creditors that bank-
ruptcy is a viable option,” said
Lewis Rosenbloom, a bankruptcy
lawyer with Dewey & LeBoeuf. Mr.
Rosenbloom’s firm does extensive
work for GM and Chrysler. “The
government is not just going to
throw money at this without get-
ting a consensual accord, so I think
this is a harbinger of things to
come.”

The Treasury Department has
given GM until June to work out a
consensual restructuring plan and
has indicated it may push the com-
pany into bankruptcy if the neces-
sary deals don’t materialize.

GM’s hopes of staying out of
court hinge on its ability to con-
vince thousands of unsecured
bondholders, owed $27 billion, to
accept a small equity stake in the
company in exchange for forgiving
the debt. Several bondholders
have said the equity exchange will
fail if the terms aren’t sweetened.
But administration officials have
said GM’s offer is fair and better
than what will be offered in bank-
ruptcy court.

GM executives had been reluc-
tant to embrace bankruptcy in re-
cent months over fear that car buy-
ers won’t purchase from an auto
maker in Chapter 11 proceedings.
GM also fears that in bankruptcy
court, the auto maker’s restructur-
ing could be stalled by disgruntled
creditors seeking a better recov-
ery on their claims against the com-
pany.

GM executives pointed to the

long march that many auto compa-
nies—including Daewoo in Korea,
which was eventually bought by
GM, and former GM parts subsid-
iary Delphi Corp.—endured in
bankruptcy court. Delphi filed for
bankruptcy protection in 2005,
still hasn’t emerged and is be-
lieved to be on the brink of liquida-
tion.

The Obama administration,
however, has said it will support a
GM bankruptcy so that it moves
quickly, much like the government
is promising in Chrysler’s case.

But GM’s case is much different.
In addition to confronting an is-

sue with unsecured bondholders
that didn’t exist at Chrysler, GM is
looking to shed or sell several divi-
sions, including Saturn and Pon-
tiac. GM is expected next Monday
to notify the dealers who are tar-
geted for closure, according to peo-
ple familiar with the matter. Those
dealers can either accept the offer,
or take their chances in bank-
ruptcy court.

The auto maker continues to
talk with interested parties about
purchasing Saturn and Hummer.
Both of those sales have been
slowed by the potential bank-
ruptcy filing.

GM isn’t just slimming down
U.S. operations.

Last Monday, GM Chief Execu-
tive Fritz Henderson said the com-
pany may sell its entire stake in
Opel, which is the heart of GM Eu-
rope’s operations. Likely bidders
for that unit include Fiat SpA and
Magna International Inc.

Beyond shedding business
units, GM has yet to ink a deal with
the UAW on labor-cost reductions
and retooling retiree health-care
obligations. Those talks are ex-
pected to take all month. GM is of-
fering its union a 39% stake and
less than $10 billion in cash in ex-
change for the $20 billion the com-
pany owes a UAW trust fund re-
sponsible for paying health bene-
fits.

CORPORATE NEWS

By Sharon Terlep

DETROIT—U.S. vehicle sales
turned out even worse than expected
in April, muting optimism that the
auto market is poised to rebound.

Auto makers blamed the high-pro-
file troubles at General Motors
Corp. and Chrysler LLC for dragging
down sales last month across the in-
dustry. Chrysler sought bankruptcy
protection on Thursday.

“We’ve been fighting all these ru-
mors left and right and it doesn’t
help,” GM sales chief Mark LaNeve
said. “I thought we were going to
close much better than we did.”

Shaky consumer confidence and
high unemployment levels also off-
set benefits of increased credit avail-

ability, deep auto discounts and U.S.
government backing of warranties
on GM and Chrysler vehicles.

April sales totaled 819,540 cars
and light trucks, a decline of 34%
from a year earlier, according to
market research firm Autodata
Corp. The seasonally adjusted, an-
nualized sales pace was 9.32 million
vehicles, down from March’s 9.86
million rate.

“Industrywide, April felt more
like a dust bowl than a spring garden
for new car sales,” Jim O’Donnell,
North American president for BMW
AG, said in a prepared statement.

Every major auto maker re-
ported dramatic declines from year-
earlier levels. Toyota Motor Co.,
with a 42% slide, fell behind Ford

Motor Co. in the monthly tally for
the first time since early 2008, even
as Ford’s sales fell 32%. GM sales
dropped 33% and Chrysler regis-
tered a 48% decline. Honda Motor
Co. saw its U.S. sales drop 25% and
Nissan Motor Co. was off 38%.

Sales had gotten off to a solid
start in April, but anxiety around a
Chrysler bankruptcy filing grew re-
lentlessly. GM’s plans to exact more
painful cost cutting in its bid to sur-
vive also contributed to the unease
among car buyers.

The Obama administration has
given GM until June 1 to present a
convincing restructuring plan or
file for bankruptcy protection.
Chrysler is working to emerge from
Chapter 11 protection in no more

than two months.
Chrysler Vice Chairman Jim

Press said the auto maker’s troubles
didn’t contribute to its sales decline.
He said it stemmed from reduced li-
quidity at Chrysler Financial.

Chrysler plans to take out full-
page newspaper ads this week to re-
store confidence among consumers,
letting them know, “We’re still
here,” Chrysler sales chief Steven
Landry said.

Auto makers have heaped on in-
centives, which increased by 29%, or
$680 per vehicle, last month com-
pared with a year earlier, according
to car-shopping site Edmunds.com.

But deals weren’t enough to help
even healthier, foreign-based auto
makers. Toyota sales are off 38%

year-to-date. The company predicts
2009 auto sales will come in at
around 10 million sales, which would
mark a 24% decline from last year,
when sales fell to a 15-year low.

Toyota said Friday it plans to in-
crease production of select vehicles
after inventory levels dropped to a
point that dealers stepped up orders.

“Although our April sales
weren’t much to call home about,
there are signs that the industry
sales contraction is nearing its end,”
Toyota division executive Bob
Carter said in a conference call. “We
are also encouraged by several eco-
nomic indicators that point toward a
modest recovery.”

—Kate Linebaugh
contributed to this article.

The company has
new leverage,
thanks to Chrysler’s
bankruptcy filing.
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Apple builds its own team to design chips
Firm aims to create
exclusive features
for its gadgets

By Stacy Meichtry

ROME—Italian Prime Minister
Silvio Berlusconi’s wife said she will
seek a divorce, after years of public
sparring with her husband over his
public flirtations with women
whom he has also drawn into his po-
litical ranks.

Veronica Lario, a former actress
who married Mr. Berlusconi in 1980,
plans to send him a letter on Mon-
day informing him of her plans to
file for a divorce, according to a per-

son close to Ms. Lario.
Italian daily La Stampa reported

on Sunday that Ms. Lario had re-
tained a lawyer to begin divorce pro-
ceedings and quoted her as saying
she’d been “forced to take this step.”

“I am bringing down the curtain
on my marital life,” Ms. Lario was
quoted as saying in La Repubblica
daily on Sunday.

Later in the day, Mr. Berlusconi re-
sponded to the media reports of an
impending separation between him
and his wife in a statement that said,

“This is a personal matter that pains
me, that touches my personal life.”

Ms. Lario is Mr. Berlusconi’s sec-
ond wife. A government spokesman
declined to make Ms. Lario available
for comment.

The rift between Mr. Berlusconi
and Ms. Lario appears to stem from
the Italian leader’s strategy of recruit-
ing actresses and models from Italian
TV to join his political movement.

Two years ago, Ms. Lario publicly
rebuked Mr. Berlusconi for flirting
with the then-starlet Mara Carfagna
on Italian TV. “If I weren’t married, I
would marry you,” Mr. Berlusconi had
said to Ms. Carfagna. Mr. Berlusconi
quickly appologized for the incident.
Ms. Carfagna was appointed Minister
of Equal Opportunity after Mr. Berlus-
coni’s election in April 2008.

The couple’s relations again
came under scrutiny last week after
Ms. Lario issued a statement accus-
ing her husband of recruiting mod-
els and actresses to run as candi-
dates for the European Parliament
in upcoming elections.

Mr. Berlusconi denied the accusa-
tion, saying that Ms. Lario had fallen
under the sway of left-wing newspa-
pers. On Wednesday, Mr. Berlusconi
presented a list of candidtates for
the upcoming European parliament
elections that included the name of
a former Miss Italy contestant.

In last week’s statement, Ms.
Lario also objected to her husband’s
decision to recently attend the birth-
day party of an 18-year-old woman
in her home near Naples. Ms. Lario
noted that the prime minister had
“never attended the 18th birthday
parties of his children, even if he
was invited.” The couple has three
children together.

Mr. Berlusconi has said there
was nothing improper about his
presence at the party, saying he is a
friend of the woman’s family and
dropped in to “raise a glass” in her
honor. A person close to the prime
minister said Mr. Berlusconi had
gone as one of the many guests.

Despite her high-profile hus-
band, Ms. Lario has often shunned
the spotlight. The two have lived in
separate homes for years, and Ms.
Lario rarely accompanies husband
at official events.

By Yukari Iwatani Kane

And Don Clark

Apple Inc. is building a signifi-
cant capability to design its own
computer chips, a strategy shift that
the company hopes will create exclu-
sive features for its gadgets and
shield Apple’s work from rivals.

The Silicon Valley trend-setter
has been hiring people from many
different segments of the semicon-
ductor industry, including engi-
neers to create multifunction chips
that are used in cellphones to run
software and carry out other chores.

Apple could use the internally de-
veloped chips to sharply reduce the
power consumption of its hit iPhone
and iPod touch devices, and possibly
add graphics circuitry to help its

hardware play realistic game soft-
ware and high-definition videos,
people familiar with its plans say.

In one sign of the new focus, Ap-
ple recently hired Raja Koduri, who
was formerly the chief tech-
nology officer of the graph-
ics products group at chip
maker Advanced Micro De-
vices Inc. Mr. Koduri
started at Apple last week,
following in the footsteps
of Bob Drebin, who had
held the same title at AMD
and is also now working for
Apple. Online job postings
from Apple describe doz-
ens of chip-related posi-
tions it is trying to fill,
some with partial descriptions like
“testing the functional correctness
of Apple developed silicon.”

Besides a desire to beat rivals to
market with new features, Apple’s
shift is also an effort to share fewer
details about its technology plans
with external chip suppliers, say
people familiar with the moves.

An Apple spokesman declined to
comment.

Thenew effortfaces plentyofhur-
dles, and people familiar with Ap-
ple’splans don’texpectinternally de-

signed chips to emerge until
next year at the earliest.
Still, Apple’s aggressive hir-
ing is another sign of how
the company’s recent suc-
cess has allowed it to ex-
pandwhile other tech giants
have trimmed their work
forces in the recession.

Apple’s strategy also
marks a break from a long-
term trend among most big
electronics companies to
outsource the development

of chips and other components to ex-
ternal suppliers.

Lastspring,AppleChiefExecutive
Steve Jobs explained the purchase of
Silicon Valley start-up P.A. Semi as a
way to acquire expertise and technol-
ogy to help run increasingly sophisti-
cated software on iPhones and iPods.
“You can’t just go out and buy the

chips off the shelf to do that,” said Mr.
Jobs in an interview.

Most cellphones are based on
chip designs licensed by ARM Hold-
ings PLC to others. For the iPhone,
Samsung Electronics Co. supplies
an ARM-based microprocessor with
custom features developed by Ap-
ple, analysts say.

People familiar with Apple’s
thinking say executives have ex-
pressed concern that some informa-
tion shared with outside vendors
could find its way into chips sold to
Apple competitors. A Samsung
spokeswoman declined comment.

People familiar with the situa-
tion say Mr. Jobs told P.A. Semi engi-
neers last April that he wanted to de-
velop chips internally and didn’t
want knowledge about the technol-
ogy to leave Apple. Mr. Jobs is on
medical leave and was unavailable
for comment.

People familiar with Apple’s
plans expect former P.A. Semi engi-
neers to help create ARM-based
chips that could improve the per-

formance and battery life of future
iPhones.

Apple’s hiring spree in semicon-
ductors started well before the ac-
quisition and has continued through
the past few months, according to
postings on the networking site
LinkedIn. The site contains more
than 100 people listing current Ap-
ple job titles and past expertise in
chips, including veterans of Intel
Corp., Samsung and Qualcomm Inc.

Apple’sownjobpostings,someag-
gregated by the site Indeed.com, pro-
vide clues about possible features to
come. Two recent postings involve
handwritingrecognitiontechnology;
several others seek expertise in chips
for managing displays.

Apple participated in a job fair in
April for soon-to-be-unemployed en-
gineers at memory-chip company
Spansion Inc., which sought bank-
ruptcy protection in March, people
familiar with the situation said.
 —Nick Wingfield

and Justin Scheck
contributed to this article.

Berlusconi’s wife to seek a divorce

By Peter Sanders

Hollywood’s summer block-
buster season arrived with a bang
this weekend as “X-Men Origins:
Wolverine,” the fourth installment
of the movie fran-
chise based on the
X-Men comic book
series, took in $87
million at U.S. box
offices.

Nonetheless,
some in the indus-
try had forecast an
even bigger open-
ing for “Wolver-
ine,” which by some
estimates last week
was on track to take
in more than $100
million domesti-
cally.

The movie—
which cost at least
$135 million to
make, plus millions
more to market and
promote—easily
claimed the biggest
weekend opening
so far this year. It
wasn’t able to outshine the year-ago
comparison, however, when “Iron
Man,” another comic book charac-
ter, brought in more than $98 mil-
lion in its first weekend.

“Wolverine,” distributed by
News Corp.’s Twentieth Century
Fox studio and starring Hugh Jack-
man, also did big business interna-
tionally. It took in $73 million in
101 countries outside the U.S., de-
spite the fact its opening in Mexico—
typically a strong market—has
been delayed until later this
month because of the flu outbreak
there.

News Corp. also owns Dow Jones
& Co., publisher of The Wall Street
Journal.

Neither fear of swine flu nor the
April 1 Internet leak of an early copy
of “Wolverine” appeared to be signif-
icant deterrents to moviegoers. On
Friday alone, the movie took in $35

million domestically.
“I don’t think we’ll ever know

how either the downloading or
swine flu affected the movie be-
cause I don’t think there’s a way to
quantify it,” says Chris Aronson, se-

nior vice president and head of do-
mestic distribution at Fox. “Look at
the weekend as a whole and look at
how the other movies did and over-
all it was a great weekend.”

Audiences seeking refuge from
the comic-fan hordes helped Time
Warner Inc.’s Warner Bros.’ roman-
tic comedy “Ghosts of Girlfriends
Past,” starring Matthew McCon-
aughey and Jennifer Garner, take
second place in its opening week-
end, with an estimated $15.3 mil-
lion. Last week’s top movie at the
box office, “Obsessed,” from Sony
Corp.’s Screen Gems unit, starring
Beyonce Knowles, dropped to the
third spot in its second weekend.

Through May 3, box office reve-
nues stood at $3.24 billion, up 16.4%
from the same period last year, and
attendance was up 13.7%, according
to Hollywood.com, a box-office
tracking firm.

‘Wolverine’ prequel
claims top of box office
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Veronica Lario, wife of Italian Prime Minister Silvio Berlusconi, in Milan in October.
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‘Wolverine,’ with Hugh Jackman (left) and Liev Schreiber
(right), sold $87 million of tickets in the U.S. and $73
million in 101 countries outside the U.S. its first weekend.
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Metro to expand in China
German retailer aims
to surpass Best Buy
as electronics giant Media Saturn

Annual sales, 2008

Countries present

Brand stores in China

Next big market

Based in

$25 billion

15

0

China

Ingolstadt, Germany

$45 billion

3

6

Britain

Minneapolis

Best Buy

Source: the companies

Eastern movements
Metro hopes to compete with Best Buy with its Media Saturn unit.

MAN AG’s earnings tumble 44%

by Cecilie Rohwedder

DÜSSELDORF, Germany—With
an aggressive plan to expand in
China despite the global recession,
the chief executive of Metro AG says
he believes the company can over-
take Best Buy Co. as the world’s big-
gest consumer-electronics retailer.

For Metro CEO Eckhard Cordes,
the retailer’s recently announced
plans to enter China with its con-
sumer-electronics unit, Media Sat-
urn, mark the beginning of a growth
spurt aimed at putting Metro’s sales
ahead of Best Buy’s—even though
Metro is currently about $20 billion
in sales behind the American chain.

“In the medium to long term, we
have the potential to make Media
Saturn No. 1,” Mr. Cordes said in an
interview.

Metro, the world’s fourth-larg-
est retailer measured in sales, has
stores in 32 countries—more than
any global competitor including
Wal-Mart Stores Inc., Carrefour SA
and Best Buy, which operates in the
U.S., Canada and China.

With combined sales of Œ19 bil-
lion ($25 billion), the Media Markt
and Saturn chains are Europe’s big-
gest electronics vendors. But sales
at Media Saturn, which includes
both chains, still lag behind Best
Buy’s sales of $45 billion in 2008.

The way to close the gap, Mr.
Cordes said, is in China. With a local
joint-venture partner, the German
retailer plans to open a Media
Markt store in Shanghai next year,
rapidly followed by at least another
12 and, in the medium-term future,
about 300 more in large metropoli-
tan areas.

Best Buy currently has six stores
under its own name in China and
owns the Five Star chain of 165
stores in the country. Spokeswoman
Susan Busch declined to comment
on Mr. Cordes’ ambition. “We are
squarely focused on our own inter-
national growth strategy,” she said.

Metro’s attack shows how
fiercely global retailers are compet-

ing in lucrative international mar-
kets, as growth in their already ma-
ture home countries slows with the
downturn. Same-store sales at Me-
dia Saturn, long the star performer
among Metro’s four retail formats,
fell by 1.7% in 2008.

Some analysts say Mr. Cordes’
goal of dethroning Best Buy is
overly ambitious. Skeptics also
point to the Metro group’s slow
growth record in Asia, which it en-
tered in 1996. It has struggled in Ja-
pan and opened fewer stores than
initially planned in India,
for various reasons includ-
ing regulations and inade-
quate supply chains. It en-
tered China in 2006.

The rivalry between
Metro and Best Buy is also
set to heat up in Europe,
where Best Buy owns half
of British cellphone re-
tailer Carphone Ware-
house Group PLC, which
operates in nine European
countries.

The U.S. retailer also plans to
open Best Buy stores in Britain in
the spring of 2010, although it has al-
ready postponed those plans once.
By 2013, it hopes to have 100 stores
across Europe.

Metro’s Mr. Cordes conceded
that Best Buy has a better online
business than Metro, which will
start Internet selling only in the
small Dutch and Austrian markets
later this year. At the same time, Mr.
Cordes said Metro’s experience in 15
different European countries—in-
cluding complex markets such as Ro-
mania and Turkey—gave it an edge
in China, which also isn’t a homoge-

neous market.”
“It’s not a completely unrealistic

claim,” said Thomas Roeb, a retail
professor at the University of Ap-
plied Sciences in Bonn Rhein-Sieg.
“Best Buy’s success is largely an
American success, while Metro has
successfully expanded abroad.”

Media Saturn is currently grow-
ing slightly faster than Best Buy,
measured by new stores. In 2008,
the group opened 71 new consumer-
electronics stores, 61 of them out-
side Germany.

Best Buy is planning to
open 65 stores this year, 20
of them outside the U.S.
Once in a new country,
Metro says it typically
grows very quickly: for ex-
ample, the retailer first ven-
tured to Russia in 2006 and
now operates 20 Media
Markt stores there.

Mr. Cordes, who previ-
ously spent nearly 30 years
at car maker Daimler-Benz
AG, also said the retailer’s

large exposure to Eastern Europe
wasn’t hurting the company.
Metro’s business in the economi-
cally troubled region makes up
about 27% of group sales—a portion
that worries analysts and investors
as Eastern European economies
sink deeper into the downturn.

Mr. Cordes said first-quarter
earnings, set to be published Tues-
day would prove such worries un-
founded. He said underlying same-
store sales growth was positive in
Eastern Europe in the first quarter.
Metro is planning to open as many as
40 new stores in the region this year,
including a supercenter in Ukraine
and a wholesale store in Kazakhstan.

By Amol Sharma

And Sara Silver

Sprint Nextel Corp. is in final ne-
gotiations to outsource management
of its cellular network to Telefon AB
L.M. Ericsson and transfer 5,000 to
7,000 U.S. employees to the equip-
ment vendor in a cost-cutting move
to help offset Sprint’s dwindling sub-
scriber numbers.

The two companies haven’t final-
ized a contract and discussions could
continue for a few more weeks, say
people familiar with the matter, but
Sprint could end up paying Ericsson—
the world’s largest supplier of wire-
less-network equipment by sales—as
much as $2 billion over several years
to maintain the thousands of cell sites
that carry Sprint’s wireless voice and
data traffic. The deal is expected to
slash the wireless carrier’s network
costs by about 20%, the people say.

Ericsson and Sprint declined to
comment.

Sprint’s board will review the
transaction with Ericsson, once
terms are final, and decide if the po-
tential cost savings and other bene-
fits justify the complex arrangement,
one person familiar with the discus-
sions said. The people cautioned it is
still possible that Sprint may choose
not to move forward with the out-
sourcing strategy at all.

The negotiations come as Sprint
is trying to aggressively cut spending
to counter revenue losses from its
thinning subscriber base. The Over-
land Park, Kan., company, which re-
ports earnings Monday, is expected
to say it lost more than one million
contract customers in the first quar-
ter, though some analysts expect
solid gains in less profitable subscrib-
ers who prepay for service.

Sprint doesn’t break out its an-
nualspendingonnetworkoperations—
which is part of a much larger $8.74
billion category called “cost of ser-

vices” that includes items such as
roaming and interconnection fees
paid to other carriers. While reduc-
ing costs is a major reason Sprint is
considering the transaction, it also
sees network outsourcing as a way to
free up resources to focus on areas
like product development, marketing
and strategic partnerships, the peo-
ple familiar with the matter said.

“These deals shouldn’t simply be
done for the costs,” said Camille
Mendler, a vice president of enter-
prise research at Yankee Group. “It
can’t be a Band-Aid for a gushing
chest wound.”

Telecom operators in the U.S.
have preferred to stay in control of
day-to-day management of their net-
works, seeing that as a core function.
But outsourcing is becoming more
common in Europe and Asia. Carri-
ers including Hutchison Whampoa
Ltd.’s 3 unit and India’s Bharti Airtel
Ltd. have moved down that path ei-
ther for mobile or fixed-line net-
works. Ms. Mendler estimates carri-
ers will spend about $145 billion
over the next five years on outsourc-
ing and managed services deals.

Sprint would retain ownership of
its cell towers under the Ericsson
deal, and would continue to be re-
sponsible for capital investments.
The carrier, which has a total of
49,000 employees after completing a
round of 8,000 layoffs, would trans-
fer thousands of workers scattered
across the U.S., who maintain and
fine-tune its cell sites nationwide.

The deal could eventually involve
some layoffs, the people familiar with
the matter said, but Sprint is hoping
Ericsson will keep as many of its per-
sonnel as possible as it builds out its
U.S. outsourcing business and courts
additional customers such as AT&T
Inc. and Deutsche Telekom AG’s
T-Mobile USA.
 —Dana Cimilluca

contributed to this article.

Sprint, Ericsson in talks
on network outsourcing

By Christoph Rauwald

FRANKFURT—MAN AG re-
ported a 44% slump in first-quar-
ter net profit as demand for new
trucks collapsed.

“It remains difficult to forecast
developments in the coming quar-
ters. We do not believe that the eco-
nomic situation will improve in the
short term,” the German truck
maker and engineering company
said, reiterating previous com-
ments that the commercial-vehi-
cle market could shrink 50% this
year amid the economic downturn.

“If the difficulty of obtaining fi-
nancing also continues, the slump
may be even more pronounced. In
this case, negative earnings in the
commercial vehicles business area
cannot be ruled out,” MAN said
Thursday.

Net profit dropped to Œ179 mil-
lion ($237.4 million) from Œ319 mil-
lion a year earlier. The latest figure
included a Œ125 million gain from

discontinued operations after the
sale of a 70% stake of its Ferrostaal
unit. Operating profit plummeted
76% to Œ100 million.

Revenue fell 27% to Œ2.56 bil-
lion from Œ3.48 billion. Order in-
take dropped 53% to Œ2.3 billion.

The Munich-based company’s

diversified operations—it also pro-
duces turbo machines and diesel
engines—have put it at an advan-
tage compared with companies
that make only trucks.

Chief Executive Hakan Samuels-
son told reporters he didn’t rule
out acquisitions to strengthen the
diesel and turbo-machines units,
but said the company’s focus was
on organic growth.

The company said the truck
market and demand for marine en-
gines remain extremely weak. It re-
ported solid power-plant business
at its diesel-engines unit.

MAN’s supervisory board chair-
man, Ferdinand Piech, who holds
the same position at MAN’s largest
shareholder, Volkswagen AG, told
reporters recently that the market
downturn was accelerating efforts
to establish closer cooperation
within the planned alliance of
MAN, Volkswagen’s truck opera-
tions and Swedish truck maker Sca-
nia AB.

Eckhard Cordes

CORPORATE NEWS

Source: the company
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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.

3.45% 10 World -a % % 170.73 0.30%–41.3% 5.06% 11 U.S. Select Dividend -b % % 502.42 0.52%–38.4%

2.77% 12 Global Dow 1078.40 0.35% –34.8% 1517.90 0.36% –43.9% 4.80% 14 Infrastructure 1211.10 0.28% –28.1% 1530.20 0.30% –38.1%

4.10% 16 Stoxx 600 200.50 0.12% –39.1% 198.43 0.14% –47.6% 2.28% 7 Luxury 702.50 –0.12% –28.1% 789.26 –0.10% –38.1%

4.23% 13 Stoxx Large 200 215.50 0.09% –39.2% 212.16 0.10% –47.7% 1.83% 8 BRIC 50 307.50 –0.10% –39.1% 388.50 –0.08% –47.6%

3.33% -25 Stoxx Mid 200 182.20 0.21% –38.3% 179.35 0.22% –46.9% 5.35% 11 Africa 50 612.60 0.55% –43.5% 515.30 0.57% –51.4%

3.62% 13 Stoxx Small 200 114.60 0.50% –38.9% 112.73 0.52% –47.4% 4.40% 5 GCC % % 1194.49 0.08% –59.2%

4.15% 13 Euro Stoxx 220.30 % –40.7% 218.03 0.02% –49.0% 5.42% 10 Sustainability 668.40 0.21% –34.3% 747.90 0.23% –43.5%

4.24% 10 Euro Stoxx Large 200 235.70 % –40.7% 231.89 0.02% –49.0% 2.83% 11 Islamic Market -a % % 1498.60 0.54% –36.5%

3.73% -15 Euro Stoxx Mid 200 202.20 % –40.6% 198.79 0.02% –48.9% 3.13% 10 Islamic Market 100 1473.30 0.52% –22.5% 1671.00 0.54% –33.3%

3.79% 9 Euro Stoxx Small 200 123.70 % –40.6% 121.59 0.02% –48.9% 3.13% 10 Islamic Turkey -c % % % %

6.96% 5 Stoxx Select Dividend 30 1144.20 –0.38% –53.7% 1297.73 –0.36% –60.2% 2.38% 11 DJ U.S. TSM % % 8998.73 0.40% –36.9%

6.65% 7 Euro Stoxx Select Div 30 1317.90 % –53.8% 1500.48 0.02% –60.2% % DJ-AIG Commodity 118.60 3.20% –36.3% 114.13 3.22% –45.2%

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

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

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

Australia 1.3748 2.0458 1.2092 0.1708 0.0416 0.2099 0.0139 0.3316 1.8234 0.2448 1.1553 ...

 Canada 1.1900 1.7709 1.0467 0.1478 0.0360 0.1817 0.0120 0.2870 1.5784 0.2119 ... 0.8656

 Denmark 5.6150 8.3560 4.9387 0.6975 0.1698 0.8572 0.0566 1.3543 7.4475 ... 4.7185 4.0844

 Euro 0.7539 1.1220 0.6631 0.0937 0.0228 0.1151 0.0076 0.1818 ... 0.1343 0.6336 0.5484

 Israel 4.1460 6.1699 3.6466 0.5150 0.1254 0.6329 0.0418 ... 5.4990 0.7384 3.4840 3.0158

 Japan 99.2500 147.6989 87.2950 12.3293 3.0012 15.1517 ... 23.9387 131.6402 17.6759 83.4034 72.1944

 Norway 6.5504 9.7480 5.7614 0.8137 0.1981 ... 0.0660 1.5799 8.6881 1.1666 5.5045 4.7648

 Russia 33.0703 49.2136 29.0869 4.1082 ... 5.0486 0.3332 7.9764 43.8628 5.8896 27.7902 24.0553

 Sweden 8.0499 11.9795 7.0803 ... 0.2434 1.2289 0.0811 1.9416 10.6770 1.4336 6.7646 5.8555

 Switzerland 1.1370 1.6920 ... 0.1412 0.0344 0.1736 0.0115 0.2742 1.5080 0.2025 0.9554 0.8270

 U.K. 0.6720 ... 0.5910 0.0835 0.0203 0.1026 0.0068 0.1621 0.8913 0.1197 0.5647 0.4888

 U.S. ... 1.4882 0.8795 0.1242 0.0302 0.1527 0.0101 0.2412 1.3263 0.1781 0.8403 0.7274

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 413.75 10.25 2.54% 826.00 314.00
Soybeans (cents/bu.) CBOT 1091.00 36.00 3.41 1,650.00 779.00
Wheat (cents/bu.) CBOT 570.00 33.50 6.24 1,144.75 447.00
Live cattle (cents/lb.) CME 82.100 –0.400 –0.48% 116.700 78.600
Cocoa ($/ton) ICE-US 2,324 –51 –2.15 3,220 1,932
Coffee (cents/lb.) ICE-US 120.40 4.50 3.88 181.60 106.60
Sugar (cents/lb.) ICE-US 15.05 0.69 4.81 15.99 9.97
Cotton (cents/lb.) ICE-US 57.20 2.85 5.24 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,595.00 115 4.64 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,672 –35 –2.05 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,495 42 2.89 2,314 1,434

Copper (cents/lb.) COMEX 210.10 5.35 2.61 372.00 129.95
Gold ($/troy oz.) COMEX 888.20 –3.00 –0.34 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1250.00 17.50 1.42 2,170.00 690.00
Aluminum ($/ton) LME 1,518.00 52.00 3.55 3,340.00 1,288.00
Tin ($/ton) LME 12,450.00 75.00 0.61 25,450.00 9,750.00
Copper ($/ton) LME 4,515.00 25.00 0.56 8,811.00 2,815.00
Lead ($/ton) LME 1,349.00 –0.50 –0.04 2,590.00 870.00
Zinc ($/ton) LME 1,473.00 48.00 3.37 2,350.00 1,065.00
Nickel ($/ton) LME 11,625 –20 –0.17 28,525 9,000

Crude oil ($/bbl.) NYMEX 53.20 2.08 4.07 147.91 40.85
Heating oil ($/gal.) NYMEX 1.3884 0.0516 3.86 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.5174 0.0516 3.52 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.546 0.173 5.13 11.840 3.251
Brent crude ($/bbl.) ICE-EU 53.94 2.08 4.01 143.31 42.62
Gas oil ($/ton) ICE-EU 444.25 9.25 2.13 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 1
Per In

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

Argentina peso-a 4.9327 0.2027 3.7190 0.2689

Brazil real 2.8861 0.3465 2.1760 0.4596

Canada dollar 1.5784 0.6336 1.1900 0.8403
1-mo. forward 1.5781 0.6337 1.1898 0.8405

3-mos. forward 1.5772 0.6341 1.1891 0.8410
6-mos. forward 1.5758 0.6346 1.1881 0.8417

Chile peso 774.92 0.001290 584.25 0.001712
Colombia peso 3041.85 0.0003287 2293.40 0.0004360

Ecuador US dollar-f 1.3263 0.7539 1 1
Mexico peso-a 18.3849 0.0544 13.8613 0.0721

Peru sol 3.9572 0.2527 2.9835 0.3352
Uruguay peso-e 31.766 0.0315 23.950 0.0418

U.S. dollar 1.3263 0.7539 1 1
Venezuela bolivar 2.85 0.351115 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8234 0.5484 1.3748 0.7274
China yuan 9.0494 0.1105 6.8228 0.1466

Hong Kong dollar 10.2792 0.0973 7.7500 0.1290
India rupee 65.8732 0.0152 49.6650 0.0201

Indonesia rupiah 14073 0.0000711 10610 0.0000943
Japan yen 131.64 0.007596 99.25 0.010076

1-mo. forward 131.58 0.007600 99.21 0.010080
3-mos. forward 131.45 0.007608 99.10 0.010090

6-mos. forward 131.21 0.007621 98.93 0.010108
Malaysia ringgit-c 4.7218 0.2118 3.5600 0.2809

New Zealand dollar 2.3349 0.4283 1.7604 0.5681
Pakistan rupee 106.373 0.0094 80.200 0.0125

Philippines peso 63.691 0.0157 48.020 0.0208
Singapore dollar 1.9654 0.5088 1.4818 0.6749

South Korea won 1695.08 0.0005899 1278.00 0.0007825
Taiwan dollar 43.965 0.02275 33.147 0.03017
Thailand baht 46.794 0.02137 35.280 0.02834

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

Euro zone euro 1 1 0.7539 1.3264

1-mo. forward 1.0001 0.9999 0.7540 1.3262

3-mos. forward 1.0004 0.9996 0.7542 1.3258

6-mos. forward 1.0006 0.9994 0.7544 1.3255

Czech Rep. koruna-b 26.694 0.0375 20.126 0.0497

Denmark krone 7.4475 0.1343 5.6150 0.1781

Hungary forint 286.79 0.003487 216.23 0.004625

Norway krone 8.6881 0.1151 6.5504 0.1527

Poland zloty 4.3750 0.2286 3.2985 0.3032

Russia ruble-d 43.863 0.02280 33.070 0.03024

Sweden krona 10.6770 0.0937 8.0499 0.1242

Switzerland franc 1.5080 0.6631 1.1370 0.8795

1-mo. forward 1.5073 0.6634 1.1364 0.8800

3-mos. forward 1.5057 0.6642 1.1352 0.8809

6-mos. forward 1.5031 0.6653 1.1333 0.8824

Turkey lira 2.1147 0.4729 1.5944 0.6272

U.K. pound 0.8913 1.1220 0.6720 1.4882

1-mo. forward 0.8913 1.1219 0.6720 1.4881

3-mos. forward 0.8912 1.1220 0.6720 1.4882

6-mos. forward 0.8912 1.1221 0.6719 1.4883

MIDDLE EAST/AFRICA
Bahrain dinar 0.5000 1.9999 0.3770 2.6525

Egypt pound-a 7.4727 0.1338 5.6340 0.1775

Israel shekel 5.4990 0.1818 4.1460 0.2412

Jordan dinar 0.9401 1.0638 0.7088 1.4109

Kuwait dinar 0.3854 2.5949 0.2906 3.4417

Lebanon pound 1999.47 0.0005001 1507.50 0.0006634

Saudi Arabia riyal 4.9735 0.2011 3.7498 0.2667

South Africa rand 11.2242 0.0891 8.4625 0.1182

United Arab dirham 4.8718 0.2053 3.6731 0.2722

SDR -f 0.8854 1.1294 0.6676 1.4979

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.

 16 EUROPE DJ Stoxx 600** 200.23 2.95 1.50% 1.7% –38.0%

 13 DJ Stoxx 50** 2026.97 29.47 1.48 –1.9% –37.4%

 13 Euro Zone DJ Euro Stoxx** 220.27 3.28 1.51 –1.1% –39.9%

 9 DJ Euro Stoxx 50** 2375.34 40.75 1.75 –3.1% –37.9%

 6 Austria ATX** 1863.01 46.90 2.58 6.4% –56.3%

 12 Belgium Bel-20** 1953.35 2.37 0.12 2.3% –50.2%

 8 Czech Republic PX** 880.6 33.0 3.89 2.6% –45.3%

 13 Denmark OMX Copenhagen 255.46 2.95 1.17 12.9% –37.8%

 10 Finland OMX Helsinki** 5606.79 167.16 3.07 3.8% –42.4%

 10 France CAC-40** 3159.85 42.91 1.38 –1.8% –36.8%

 13 Germany DAX** 4769.45 64.89 1.38 –0.8% –31.4%

 … Hungary BUX** 12872.14 –6.47 –0.05% 5.2%

 5 Ireland ISEQ** 2622.05 121.70 4.87 11.9% –58.6%

 8 Italy S&P/MIB** 19177 273 1.44 –1.5% –43.5%

 … Netherlands AEX** 240.76 2.69 1.13 –2.1% –49.4%

 7 Norway All-Shares** 298.24 3.24 1.10 10.4% –44.3%

 17 Poland WIG** 29018.62 744.69 2.63 6.6% –37.9%

 14 Portugal PSI 20** 6755.70 84.02 1.26 6.5% –38.1%

 … Russia RTSI** 832.87 18.09 2.22% 31.8% –60.8%

 8 Spain IBEX 35** 9038.0 146.7 1.65 –1.7% –34.5%

 15 Sweden OMX Stockholm** 237.58 –0.83 –0.35% 16.3% –25.3%

 10 Switzerland SMI** 5225.92 73.20 1.42 –5.6% –30.6%

 … Turkey ISE National 100** 31651.81 905.42 2.94 17.8% –25.8%

 10 U.K. FTSE 100 4243.22 –0.49 –0.01 –4.3% –31.7%

 11 ASIA-PACIFIC DJ Asia-Pacific 93.51 –0.11 –0.12 –0.1% –39.2%

 … Australia SPX/ASX 200 3769.6 –10.9 –0.29 1.3% –33.9%

 … China CBN 600** 21479.87 174.29 0.82 45.5% –31.5%

 13 Hong Kong Hang Seng** 15520.99 564.04 3.77 7.9% –39.7%

 14 India Sensex** 11403.25 Closed 18.2% –34.0%

 … Japan Nikkei Stock Average 8977.37 149.11 1.69 1.3% –36.1%

 … Singapore Straits Times** 1920.28 70.71 3.82 9.0% –39.0%

 11 South Korea Kospi** 1369.36 30.94 2.31 21.8% –25.0%

 13 AMERICAS DJ Americas 226.68 1.24 0.55 0.2% –38.3%

 … Brazil Bovespa** 47289.53 62.74 0.13 25.9% –30.3%

 14 Mexico IPC** 21898.85 –180.49 –0.82 –2.2% –28.3%

*P/E ratios use trailing 12-months, as-reported earnings **Data as of April 30, 2009
Note: Americas index data are as of 3:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 1, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 225.24 1.00% –1.1% –41.2%

...% ... World (Developed Markets) 893.02 0.79% –3.0% –40.8%

...% ... World ex-EMU 104.98 0.69% –2.5% –39.1%

...% ... World ex-UK 894.78 0.69% –3.1% –40.0%

...% ... EAFE 1,185.84 1.77% –4.2% –44.6%

...% ... Emerging Markets (EM) 662.73 2.66% 16.9% –44.4%

...% ... EUROPE 69.91 1.48% 0.7% –38.1%

...% ... EMU 134.02 1.36% –5.7% –48.9%

...% ... Europe ex-UK 77.10 1.31% –0.6% –37.8%

...% ... Europe Value 78.85 1.99% 1.7% –40.7%

...% ... Europe Growth 60.25 0.99% –0.3% –35.5%

...% ... Europe Small Cap 118.82 1.84% 17.7% –38.5%

...% ... EM Europe 190.88 0.65% 20.2% –52.7%

...% ... UK 1,261.28 1.37% –4.1% –30.3%

...% ... Nordic Countries 110.45 0.77% 12.6% –39.9%

...% ... Russia 514.91 –0.85% 24.9% –62.0%

...% ... South Africa 559.89 –0.71% –3.3% –25.0%

...% ... AC ASIA PACIFIC EX-JAPAN 282.37 4.52% 14.2% –42.5%

...% ... Japan 521.03 3.38% –1.7% –39.5%

...% ... China 45.82 2.70% 12.3% –39.0%

...% ... India 445.87 0.00% 20.8% –37.4%

...% ... Korea 373.93 2.33% 21.8% –26.6%

...% ... Taiwan 222.16 6.71% 28.1% –35.4%

...% ... US BROAD MARKET 962.34 –0.10% –2.0% –36.2%

...% ... US Small Cap 1,267.91 –0.27% 1.7% –33.0%

...% ... EM LATIN AMERICA 2,528.39 –0.28% 21.7% –46.4%

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

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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P&G, Colgate get pinched
As sales decline,
firms raise prices
to stem profit slide

CORPORATE NEWS

By Ellen Byron

Shoppers continue to pare
spending even on basic household
staples, resulting in lower-than-ex-
pected sales for Procter & Gamble
Co. and Colgate-Palmolive Co.
The consumer-products giants are
responding by raising prices to
keep profits from plunging.

P&G said that rather than
splurge on premium-priced
brands like its Tide detergent and
Pampers diapers, consumers are
choosing less-expensive versions,
including its own Gain detergent

and Luvs diapers. Some shoppers
are forgoing discretionary pur-
chases all together.

“There is some trade down,
there’s obvious pocketbook pres-
sure,” P&G Chief Executive A.G. Laf-
ley said in a conference call Thurs-
day. “Frankly, more consumers
will try private-label brands and re-
tailer brands than would try them
in more normal economic times.”

Kimberly-Clark Corp. last
week reported lower sales of dis-
cretionary everyday basics such
as paper towels and facial tissue.

To offset higher commodity
prices and global currency swings,
P&G and Colgate raised prices in
the quarter through March. P&G
said higher prices increased its to-
tal sales by 7%. Colgate raised
prices by 8%.

Despite pressure from retailers

to lower prices for cash-strapped
shoppers, neither company con-
ceded much willingness to do so.

Higher prices hurt sales vol-
umes, especially in emerging mar-
kets, but still paid off for the com-
panies.

“While painful, pricing to pro-
tect the structural economics of
our business is the right thing to
do,” P&G Chief Financial Officer
Jon Moeller said.

Analysts said higher prices
could backfire. “Investors are cer-
tainly concerned by unit-volume
trends, especially on the Procter
side, and wondering whether
they’re going to have to lower
price points or kick up promo-
tions,” said Bill Pecoriello, CEO of
ConsumerEdge Research LLC, a
consumer-products research bou-
tique in Stamford, Conn.

P&G blamed lower sales on in-
ventory cuts by retailers world-
wide. Colgate said consumers still
are pulling items from their cup-
boards before buying new items.

To keep consumers loyal to

their brands, Colgate and P&G are
developing new and improved
products and intend to ramp up
ads that emphasize why their
brands offer more value. Still, Col-
gate cut its first-quarter advertis-
ing spending by about 24%.

Beauty products were a particu-
lar blemish for P&G last quarter,
with the division’s sales falling 9%
to $4.3 billion. Discretionary
items were hardest hit, especially
luxury fragrances and salon hair-
care products.

Investors have said P&G should
stick to the household necessities
it knows best. But Mr. Lafley de-
fended the company’s emphasis
on beauty, saying it is a “brand-
and innovation-driven industry”
that is shifting away from depart-
ment stores to P&G’s home turf.

“There are a lot of things that
are dead right for us, and I don’t
get too excited by a quarter or two,
or even a year or two, if it is the
right fit.”

Mr. Lafley signaled a willing-
ness to exit some of P&G’s current
categories and consider acquisi-
tions, though he didn’t provide
specifics.

He said there has been “signifi-
cant interest” in acquiring P&G’s
pharmaceutical business, but the
company is still weighing a variety
of options for the operation.

P&G reported net income of
$2.61 billion, or 84 cents a share,
for its fiscal third quarter, down
3.6% from $2.71 billion, or 82 cents
a share, a year earlier. Revenue fell
8% to $18.42 billion.

Analysts polled by Thomson Fi-
nancial forecast earnings of 80
cents a share on revenue of $18.9
billion.

P&G’s organic sales, which ex-
clude the impact of acquisitions,
divestitures and foreign exchange,
increased 1%, short of the compa-
ny’s forecast gain of 2% to 5%.

P&G cut the high end of its al-
ready-lowered outlook for the fis-
cal year that ends June 30. It now
projects earning $4.20 to $4.25 a
share, compared with its January
forecast of $4.20 to $4.35 a share.

“The quality of results looks
worse than expected and we ex-
pect questions about the sales out-
look to remain,” Goldman Sachs an-
alyst Andrew Sawyer said in a re-
search note.

At Colgate, first-quarter net in-
come including noncontrolling in-
terests rose 9.8% to $536.5 mil-
lion, or 97 cents a share, from
$488.5 million, or 86 cents a share.

Revenue decreased 5.7% to $3.5
billion.

Beauty company Revlon Inc.
posted first-quarter profit of $12.7
million, compared with a year-ear-
lier loss of $2.5 million.

Revenue fell 2.7% to $303.3 mil-
lion.
 —Anjali Cordeiro

contributed to this article.

Procter & Gamble
Change from the previous 
quarter in organic sales

Note: Fiscal year ends June 2009
Source: the company
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s P&G hasn’t been able to turn the tide
of consumers switching to lower-
priced alternatives to its premium
household brands.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.30 $26.01 0.39 1.52%
Alcoa AA 34.30 9.69 0.62 6.84%
AmExpress AXP 27.30 24.29 –0.93 –3.69%
BankAm BAC 266.50 8.70 –0.23 –2.58%
Boeing BA 5.20 41.21 1.16 2.90%
Caterpillar CAT 13.60 37.26 1.68 4.72%
Chevron CVX 11.00 66.87 0.77 1.16%
Citigroup C 235.00 2.97 –0.08 –2.62%
CocaCola KO 9.80 42.47 –0.58 –1.35%
Disney DIS 15.10 21.94 0.04 0.18%
DuPont DD 8.30 27.87 –0.03 –0.11%
ExxonMobil XOM 23.60 68.01 1.34 2.01%
GenElec GE 76.10 12.69 0.04 0.32%
GenMotor GM 34.80 1.81 –0.11 –5.73%
HewlettPk HPQ 12.40 36.52 0.54 1.50%
HomeDpt HD 14.20 25.77 –0.55 –2.09%
Intel INTC 46.70 15.81 0.03 0.19%
IBM IBM 5.90 104.61 1.40 1.36%
JPMorgChas JPM 63.00 32.49 –0.51 –1.55%
JohnsJohns JNJ 11.50 52.59 0.23 0.44%
KftFoods KFT 5.50 23.49 0.09 0.38%
McDonalds MCD 10.60 52.40 –0.89 –1.67%
Merck MRK 14.40 24.30 0.06 0.25%
Microsoft MSFT 57.90 20.24 –0.02 –0.10%
Pfizer PFE 52.40 13.58 0.22 1.65%
ProctGamb PG 11.00 49.50 0.06 0.12%
3M MMM 3.80 57.88 0.28 0.49%
UnitedTech UTX 4.20 49.52 0.68 1.39%
Verizon VZ 10.90 30.55 0.21 0.69%
WalMart WMT 15.20 50.05 –0.35 –0.69%

Dow Jones Industrial Average P/E: 35
LAST: 8212.41 s 44.29, or 0.54%

YEAR TO DATE: t 563.98, or 6.4%

OVER 52 WEEKS t 4,845.79, or 37.1%

 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

Alcatel Lucent 875 –77 –138 –413 Pernod Ricard 338 … –30 –258

Rhodia 1014 –55 –135 –364 French Rep 43 1 –1 –13

Norske Skogindustrier 1034 –51 –138 –164 Havas 394 1 4 3

SOL MELIA S A 725 –45 –57 –91 BAE Sys  123 1 –4 –12

ArcelorMittal Fin 713 –43 –112 –261 Alstom 227 1 –10 –25

Intl Pwr PLC 764 –35 –82 –220 Man Gp plc 534 1 –61 –345

Stena Aktiebolag 1040 –32 –65 –216 Wolters Kluwer 63 3 –3 –28

CIE Industriali Riunite 545 –31 –30 –147 ThyssenKrupp 443 4 11 –46

FIAT S p A 740 –29 –139 –360 Smiths Gp Plc 127 6 –2 –8

Wendel 949 –29 –77 –180 Rallye 1528 41 25 –95

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

AXA S.A. France Full Line Insurance $35.3 12.75 10.20% –46.7% –55.8%

Barclays U.K. Banks 34.9 2.82 9.75 –37.8 –57.1

ING Groep Netherlands Life Insurance 19.5 7.09 9.12 –71.1 –78.0

Soc. Generale France Banks 30.1 39.17 7.89 –47.9 –65.2

BASF Germany Commodity Chemicals 34.8 28.57 7.37 –37.7 –17.2

L.M. Ericsson Tel B Sweden Telecoms Equipment $26.3 71.00 –8.03% –7.1 –45.2

Astrazeneca U.K. Pharmaceuticals 51.4 23.85 –2.37 13.4 –19.2

Tesco U.K. Food Retailers & Whlslrs 39.3 3.37 –1.69 –21.0 6.2

SAP Germany Software 47.1 29.03 –1.61 –10.4 –33.7

Unilever Netherlands Food Products 34.1 15.03 –1.44 –30.4 –19.0

...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

Intesa Sanpaolo 38.3 2.44 5.98% –49.3% –48.1%
Italy (Banks)
UBS 41.1 15.95 5.77 –51.2 –75.1
Switzerland (Banks)
Banco Santander 78.6 7.27 4.45 –43.7 –35.2
Spain (Banks)
Nokia 55.0 10.93 4.29 –44.6 –39.4
Finland (Telecoms Equipment)
Rio Tinto 41.3 27.74 3.47 –52.5 –13.0
U.K. (General Mining)
HSBC Hldgs 122.5 4.81 3.28 –37.3 –42.6
U.K. (Banks)
BNP Paribas S.A. 48.6 40.25 3.21 –41.9 –46.7
France (Banks)
Banco Bilbao Viz 41.1 8.28 3.11 –43.0 –51.2
Spain (Banks)
BHP Billiton 47.1 14.24 3.04 –20.5 21.8
U.K. (General Mining)
Anglo Amer 29.5 14.84 2.91 –55.5 –39.0
U.K. (General Mining)
Koninklijke Phlps 17.7 13.76 2.61 –43.0 –48.6
Netherlands (Consumer Electronics)
Assicurazioni Gen 28.9 15.48 2.31 –45.8 –43.0
Italy (Full Line Insurance)
GDF Suez 79.3 27.30 2.09 –35.5 –7.5
France (Multiutilities)
Iberdrola S.A. 39.7 6.00 2.04 –36.2 –9.1
Spain (Conventional Electricity)
Diageo 33.2 8.13 2.01 –21.9 –9.9
U.K. (Distillers & Vintners)
Credit Suisse Grp 46.4 44.60 1.59 –22.7 –41.1
Switzerland (Banks)
Novartis 100.7 43.40 1.59 –17.7 –38.1
Switzerland (Pharmaceuticals)
ENI 87.3 16.45 1.54 –33.5 –32.6
Italy (Integrated Oil & Gas)
BG Grp 57.9 10.93 1.49 –13.3 44.6
U.K. (Integrated Oil & Gas)
ABB 33.4 16.37 1.36 –47.7 –5.3
Switzerland (Industrial Machinery)

British Amer Tob 49.2 16.39 1.30% –14.9% 17.7%
U.K. (Tobacco)
France Telecom 58.4 16.87 1.08 –16.3 –9.2
France (Fixed Line Telecoms)
E.ON 68.0 25.64 1.06 –41.2 –20.7
Germany (Multiutilities)
GlaxoSmithKline 88.8 10.49 0.96 –7.2 –31.8
U.K. (Pharmaceuticals)
Royal Dutch Shll 82.6 17.57 0.92 –32.0 –35.5
U.K. (Integrated Oil & Gas)
Sanofi-Aventis S.A. 76.3 43.77 0.85 –12.7 –42.9
France (Pharmaceuticals)
Bayer 38.1 37.61 0.64 –31.4 5.2
Germany (Specialty Chemicals)
Roche Hldg Part. Cert. 89.1 144.50 0.56 –16.4 –23.5
Switzerland (Pharmaceuticals)
UniCredit 33.1 1.87 0.48 –61.7 –69.3
Italy (Banks)
Deutsche Telekom 52.8 9.14 0.33 –20.8 –33.8
Germany (Mobile Telecoms)
ArcelorMittal 34.6 18.00 0.11 –68.3 ...
Luxembourg (Iron & Steel)
Vodafone Grp 107.6 1.25 –0.08 –21.7 –0.6
U.K. (Mobile Telecoms)
Nestle S.A. 125.6 37.36 –0.16 –24.8 –0.4
Switzerland (Food Products)
Daimler 34.7 27.15 –0.17 –45.6 –37.3
Germany (Automobiles)
Total S.A. 120.5 38.35 –0.26 –28.9 –30.1
France (Integrated Oil & Gas)
Allianz SE 41.8 69.74 –0.49 –46.7 –46.8
Germany (Full Line Insurance)
Siemens 61.8 51.03 –0.57 –32.5 –30.8
Germany (Diversified Industrials)
Deutsche Bk 30.7 40.65 –1.08 –47.2 –58.1
Germany (Banks)
Telefonica S.A. 89.8 14.41 –1.37 –22.4 12.8
Spain (Fixed Line Telecoms)
BP 147.8 4.83 –1.38 –20.3 –29.2
U.K. (Integrated Oil & Gas)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.10% -0.22% 0.7% 2.3% -4.8%

Event Driven 0.40% 0.28% 1.4% 2.6% -26.6%

Distressed Securities 1.50% 0.53% -5.5% -9.0% -40.0%

Equity Market Neutral -0.46% -1.20% -2.9% -3.1% -10.4%

Equity Long/Short 0.03% -0.85% -2.6% -1.1% -16.8%

*Estimates as of 04/30/09, 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 1.38 102.19% 0.02% 1.87 1.38 1.60

Eur. High Volatility: 11/1 2.72 104.55 0.04 3.89 2.69 3.25

Europe Crossover: 11/1 8.08 105.98 0.10 9.71 8.07 8.88

Asia ex-Japan IG: 11/1 2.83 102.95 0.04 3.84 2.83 3.26

Japan: 11/1 3.45 106.99 0.05 4.33 2.86 3.51

 Note: Data as of April 30

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

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

JPMorgan $653 7.3% 50% 29% 21% 1%

Goldman Sachs 476 5.3% 40% 18% 41% …%

UBS 469 5.2% 39% 19% 42% …%

Deutsche Bank 427 4.8% 30% 36% 33% 2%

BNP Paribas 414 4.6% 28% 52% 14% 6%

Citi 414 4.6% 29% 33% 35% 3%

Credit Suisse 394 4.4% 26% 43% 31% 1%

Bank of America Merrill Lynch 380 4.2% 28% 25% 44% 3%

Morgan Stanley 343 3.8% 38% 20% 41% …%

Source: Dealogic
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By Elena Berton

LONDON—AstraZeneca PLC re-
ported a 43% increase in first-quar-
ter net profit, helped by cost cuts
and stronger sales of the cholesterol
drug Crestor and the high-blood-
pressure treatment Toprol-XL.

The Anglo-Swedish drug maker
maintained its outlook for 2009, say-
ing the decision not to raise its fore-
cast reflects its continued cautious
stance about the prospects for the
pharmaceutical sector this year.

“We are not recession-proof,”
Chief Financial Officer Simon Lowth
told reporters Thursday.

Analysts at Deutsche Bank said
there was a chance the outlook may
be upgraded with the second-quar-
ter earnings, if results remained fa-
vorable.

First-quarter net profit increased
to $2.15 billion from $1.5 billion a
year earlier.

Revenue was virtually flat, rising
0.3% to $7.7 billion, as the strength-
ening U.S. dollar offset a strong per-
formance from emerging markets.
At constant exchange rates, revenue
would have risen 7%, helped by Cre-
stor sales and the withdrawal of
some generic competitors to To-
prol-XL.

“AstraZeneca is the only dollar-
reporting pharmaceutical stock to
have beaten expectations at top-
and bottom-line level,” said Pan-
mure Gordon analyst Savvas Neo-
phytou, noting that all of AstraZene-
ca’s key performance indicators per-
formed well.

Sales of Crestor rose 35% in the
quarter to $969 million. AstraZen-
eca hopes its use can be further wid-
ened to certain patients at risk of
heart disease, and has asked the U.S.
Food and Drug Administration to
amend the Crestor label to reflect
this benefit.

Meanwhile, smaller U.K.-based
drug maker Shire PLC on Thursday
reported better-than-expected in-
creases in first-quarter profit and
revenue, aided by higher sales of its
hyperactivity drugs and treatments
for rare diseases as well as tight
cost control.

In a conference call, Shire Chief Ex-
ecutive Angus Russell also ruled out
selling the company’s hyperactivity-
drug portfolio, in response to sugges-
tions in a broker’s report that the com-
pany should spin out the business.

“I don’t quite follow the logic of
selling the franchise,” he said, point-
ing out that these products will con-
tinue to drive Shire’s growth for
many years.

Shire said its net profit in the
quarter rose 66% to $213.5 million
from $128.6 million a year earlier,
while revenue was up 14% to $818
million.

Higher sales of Adderall XR in
the latest quarter, before the launch
of a generic version, as well as ro-
bust growth from the newer hyper-
activity drug Vyvanse helped to
boost revenue, offsetting the effects
of the stronger U.S. dollar against
other currencies.

Chip makers think bottom is near
Infineon and Nanya
see demand uptick
and improved results

Motorola burns cash amid slow cellphone sales

‘We are not
recession-proof,’
said Chief Financial
Officer Simon Lowth.

By Adrian Kerr

And Jessie Ho

Major semiconductor companies
in Europe and Asia Thursday said
the industry’s woes may have
reached a bottom, though condi-
tions will remain challenging for the
rest of the year.

After reporting weak results for
the first three months of 2009, chip
makers such as Germany’s Infineon
Technologies AG and Taiwan’s Nanya
TechnologyCorp.saidtheysawanup-
tick in demand and forecast improved
results in the current quarter.

The world’s largest contract chip
maker by revenue, Taiwan Semicon-
ductor Manufacturing Co., posted a
94% drop in quarterly profit but fore-
cast higher margins and revenue in
the current quarter, signaling condi-
tions are improving.

The company, considered a bell-
wether due to its diversified client
base that includes Texas Instruments
Inc. and Intel Corp., said it expects the
industry’s revenue in 2009 to fall 20%,
rather than the 30% drop its execu-
tives had previously discussed.

“We believe the second half of
2009 will be better than the first
half of 2009,” TSMC Chief Execu-
tive Rick Tsai said Thursday. “Our
customers are still cautious. How-
ever, they are cautiously revising
up their forecasts.”

Meanwhile Europe’s largest chip
maker, STMicroelectronics NV, cau-
tioned that while semiconductor sales
have risen in the past three months,
the difficult period isn’t yet over.

Chip makers have been hit hard
by plunging consumer demand for
electronic gadgets. As people
tighten their spending, they buy
fewer mobile phones, computers
and navigation systems powered by

microchips. Mobile-phone sales are
set to contract about 10% this year.

But U.S.-based Intel, the world’s
largest chip maker, in early April
said sales of personal computers
had bottomed out during the first
quarter.

Carlo Bozotti, chief executive of
Switzerland-based STMicroelec-
tronics, said the company saw im-
provements in sales to the wireless
sector, and in Asia. There are also in-
dications of some recovery of the au-
tomotive sector, he said.

“We have recently begun to see
some indicators of improvement in
booking activity and visibility,” Mr.
Bozotti said in a conference call. He
cautioned that it is “still too early to
determine how sustainable these
signs are across all applications and
geographies.”

STMicro reported a net loss of
$541 million for the quarter ended
March 31, compared with a net loss
of $84 million a year earlier. Reve-
nue dropped by 33% to $1.66 billion,
as sales fell across all segments. It
was STMicro’s fifth consecutive
quarterly loss.

Chip companies may have some
time to wait for a full recovery. Mi-

crosoft Corp. Chief Financial Officer
Chris Liddell said recently he sees
no immediate letup in the difficult
business environment, and analysts
caution wholesalers and retailers
will continue selling off their inven-
tories to raise cash.

Results for the quarter ended
March 31 revealed the depth of the
industry’s troubles.

TSMC’s net profit for the three
months fell to 1.56 billion New Tai-
wan dollars (US$46.4 million) from
NT$28.14 billion a year earlier. Reve-
nue dropped 55% to NT$39.5 billion.

But TSMC said it continued to re-
ceive rush orders from customers
during the quarter, especially from
mainland China.

TSMC said it expects revenue of
between NT$71 billion and NT$74
billion in the second quarter, up at
least 80% from the first quarter.

Infineon narrowed its fiscal sec-
ond-quarter loss to Œ258 million
(US$341.9) from a net loss of Œ1.96
billion a year earlier, when a charge
tied to its unit Qimonda AG, which
since filed for insolvency, hurt its
bottom line. Sales were down 29% to
Œ747 million.

Infineon said it now expects its

fiscal third-quarter sales to rise
10%, driven predominantly by its
wireless operations, but with
growth expected in all units.

However, the uptick won’t be
enough to arrest the decline in earn-
ings, which Infineon said will fall more
than 20% for its fiscal full year, after a
net profit of Œ4.3 billion in fiscal 2009.

Falling prices continued to pun-
ish memory-chip makers in Taiwan
in the first quarter. Nanya, Taiwan’s
largest maker of dynamic random ac-
cess memory chips by revenue, re-
ported a wider first-quarter net loss
of NT$10.51 billion, up from a net
loss of NT$8.78 billion a year earlier.
It was Nanya’s eighth consecutive
quarterly loss.

“The demand is recovering, and I
think the upward momentum will
continue through the third quarter,”
said Nanya spokesman Pei Lin Pai.

Mr. Pai said economic stimulus
measures around the world and Chi-
na’s subsidies for purchases of com-
puters in rural areas will continue
spurring demand for DRAM chips,
which are widely used in personal
computers.
 —Daniel Ong Kian Hong

contributed to this article.

By Sara Silver

Motorola Inc. burned through
$1.3 billion in cash in the first quar-
ter, as the credit crunch crimped the
telecom-equipment maker’s ability
to sell off accounts receivable, while
cellphone sales plunged.

In reporting its financial results
Thursday, the Schaumburg, Ill., com-
pany said it is trying to make up for
declining sales in most of its busi-
nesses with faster cost cuts, but
those, too, have drained cash for sev-
erance payments and other restruc-
turing charges.

Co-Chief Executive Greg Brown
predicted that the company, whose
total cash dropped to $6.1 billion
from $7.4 billion at the end of 2008,
would consume less cash in the sec-
ond quarter and generate cash in
the second half. But that depends
on seasonal improvement in cer-
tain businesses and doing a better
job of managing its cash reserves.
Since December, the company has
scrapped its dividend, frozen pen-
sions and stopped contributing to
retirement plans.

“The businesses will improve. We
will also implement further improve-
ments to working capital and we will
be prudent with our cash overall,” Mr.
Brown said in an interview Thursday.

Motorola posted a first-quarter
net loss of $228 million, or 10 cents
a share, compared with a loss of
$190 million, or nine cents a share,
a year earlier. Results included a
charge of seven cents a share re-
lated to cost cuts. Sales retreated
28% to $5.37 billion, well below
what Wall Street expected.

Motorola is trying to turn around
its Mobile Devices unit amid the big-
gest sales decline in the cellphone
market since the modern industry
began in 1983. Cellphone shipments
world-wide dropped 13% in the first

quarter, to 245 million units, accord-
ing to the research firm Strategy An-
alytics, as carriers lowered invento-
ries and consumers held back on
new purchases.

The company’s Mobile Devices
unit saw sales drop to $1.8 billion,
down 45% from a year earlier, and its
operating loss reached $509 million,
widening from a loss of $418 million
in the year-earlier quarter but nar-
rower than the $595 million it lost in
the prior quarter.

Co-Chief Executive Sanjay Jha
said the company is on track to roll

out new high-speed devices based
on the Android software of Google
Inc. in time for the all-important
Christmas sales season in the U.S.
and Latin America, and another
set for China in time for the Lunar
New Year.

“Everything rides on the phones
they are going to release in Q4,” said
analyst Ed Snyder of Charter Equity
Research.

Mr. Jha declined to give details
on why consumers would choose Mo-
torola’s smart phones over the Black-
Berry devices of Research in Motion
Ltd., or the iPhone of Apple Inc.,
which have bucked the trend of de-
clining sales. In an interview, he said
the company would be spending
later this year to launch its products
and to rebuild the Motorola brand.

“It’s a long shot, since the com-
petition’s pretty tough, but it’s
their only shot,” said analyst Mark
McKechnie of Broadpoint Ameri-
can Technologies.

Motorola postponed plans to
make the unit a separate company
while it hemorrhages cash.

Looking ahead, the company pro-
jected a second-quarter loss of three
to five cents a share.
 —Roger Cheng

contributed to this article.

CORPORATE NEWS

Source: the company

Taiwan Semiconductor
After a sharp drop, the chip maker 
predicts a rebound in revenue
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Burning for a turnaround
Motorola’s net cash or cash minus debt
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2005 ’08’06 ’07 ’09The company is rolling out new phones, 

such as its MOTOSURF A3100.

Crestor, cost cuts
give AstraZeneca
a boost in profit
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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 04/29 USD 10.38 19.0 –26.1 –11.6

Parex Caspian Sea Eq EU EQ LVA 04/29 EUR 2.63 25.2 –70.1 –48.9

Parex Eastern Europ Bd EU BD LVA 04/29 USD 10.38 19.0 –26.1 –11.6

Parex Russian Eq EE EQ LVA 04/29 USD 12.40 43.2 –59.2 –29.7

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 04/30 USD 120.47 8.6 –44.9 –18.9

PF (LUX)-Asian Eq-Pca AS EQ LUX 04/30 USD 115.30 8.3 –45.5 –19.6

PF (LUX)-Biotech-Pca OT EQ LUX 04/30 USD 251.40 –11.8 –22.7 –9.3

PF (LUX)-CHF Liq-Pca CH MM LUX 04/30 CHF 124.03 0.0 1.0 1.5

PF (LUX)-CHF Liq-Pdi CH MM LUX 04/30 CHF 93.62 0.1 1.0 1.5

PF (LUX)-Digital Comm-Pca OT EQ LUX 04/30 USD 88.80 9.2 –27.1 –13.3

PF (LUX)-East Eu-Pca EU EQ LUX 04/30 EUR 185.60 39.0 –54.5 –34.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 04/30 USD 107.86 15.8 –49.5 –21.6

PF (LUX)-Emg Mkts-Pca GL EQ LUX 04/30 USD 350.99 15.4 –48.6 –21.7

PF (LUX)-Eu Indx-Pca EU EQ LUX 04/30 EUR 78.66 2.9 –35.8 –25.6

PF (LUX)-EUR Bds-Pca EU BD LUX 04/30 EUR 373.72 0.1 3.6 1.0

PF (LUX)-EUR Bds-Pdi EU BD LUX 04/30 EUR 284.39 0.1 3.6 1.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 04/30 EUR 128.68 3.0 –1.9 –1.6

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 04/30 EUR 90.46 3.0 –1.9 –1.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 04/30 EUR 104.40 15.8 –25.3 –17.3

PF (LUX)-EUR HiYld-Pdi EU BD LUX 04/30 EUR 60.52 15.8 –25.3 –17.3

PF (LUX)-EUR Liq-Pca EU MM LUX 04/30 EUR 135.44 0.6 3.0 3.2

PF (LUX)-EUR Liq-Pdi EU MM LUX 04/30 EUR 97.61 0.6 3.0 3.2

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 04/30 EUR 102.25 0.4 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 04/30 EUR 100.88 0.4 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 04/30 EUR 319.79 4.5 –38.8 –29.7

PF (LUX)-EuSust Eq-Pca EU EQ LUX 04/30 EUR 103.06 1.9 –36.5 –28.8

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 04/30 USD 204.16 7.8 0.6 1.6

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 04/30 USD 138.89 7.8 0.6 1.6

PF (LUX)-Gr China-Pca AS EQ LUX 04/30 USD 243.25 14.4 –38.9 –9.9

PF (LUX)-Indian Eq-Pca EA EQ LUX 04/30 USD 211.39 10.3 –48.6 –20.6

PF (LUX)-Jap Index-Pca JP EQ LUX 04/30 JPY 8095.05 –0.6 –38.4 –29.2

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 04/30 JPY 7065.87 –3.2 –42.4 –33.9

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 04/30 JPY 6882.78 –3.4 –42.8 –34.3

PF (LUX)-JpEq130/30-Pca JP EQ LUX 04/30 JPY 3870.31 –1.4 –38.9 –30.7

PF (LUX)-Pacif Idx-Pca AS EQ LUX 04/30 USD 175.33 10.7 –41.3 –20.0

PF (LUX)-Piclife-Pca CH BA LUX 04/30 CHF 706.53 2.5 –11.8 –10.5

PF (LUX)-PremBrnds-Pca OT EQ LUX 04/30 EUR 48.11 9.0 –27.8 –24.8

PF (LUX)-Rus Eq-Pca OT OT LUX 04/30 USD 33.02 44.6 –64.5 NS

PF (LUX)-Security-Pca GL EQ LUX 04/30 USD 77.55 8.5 –21.0 –15.9

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 04/30 EUR 355.75 9.0 –36.4 –29.2

PF (LUX)-US Eq-Ica US EQ LUX 04/30 USD 82.27 0.8 –32.3 –19.0

PF (LUX)-USA Index-Pca US EQ LUX 04/30 USD 70.42 –2.9 –35.9 –22.1

PF (LUX)-USD Gov Bds-Pca US BD LUX 04/30 USD 511.58 –3.5 6.4 6.5

PF (LUX)-USD Gov Bds-Pdi US BD LUX 04/30 USD 375.39 –3.5 6.4 6.5

PF (LUX)-USD Liq-Pca US MM LUX 04/30 USD 130.64 0.4 1.7 2.8

PF (LUX)-USD Liq-Pdi US MM LUX 04/30 USD 85.30 0.3 1.7 2.8

PF (LUX)-USD Sov Liq-Pca OT OT LUX 04/30 USD 101.49 0.2 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 04/30 USD 100.78 0.2 NS NS

PF (LUX)-Water-Pca GL EQ LUX 04/30 EUR 104.62 1.6 –25.1 –18.7

PF (LUX)-WldGovBds-Pca GL BD LUX 04/30 USD 155.65 –5.6 0.2 6.1

PF (LUX)-WldGovBds-Pdi GL BD LUX 04/30 USD 128.83 –5.6 0.2 6.1

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 04/30 USD 39.21 –5.5 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 04/30 USD 9.44 20.4 –26.9 –19.2

Japan Fund USD JP EQ IRL 05/01 USD 13.17 –10.3 –19.6 –14.5

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 04/29 USD 71.17 23.4 –38.2 –17.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 04/30 EUR 550.67 –2.3 –37.1 NS

Core Eurozone Eq B EU EQ IRL 04/30 EUR 649.19 –1.3 –36.7 NS

Euro Fixed Income A EU BD IRL 04/30 EUR 1118.38 –1.2 –9.1 –6.3

Euro Fixed Income B EU BD IRL 04/30 EUR 1189.17 –1.0 –8.5 –5.8

Euro Small Cap A EU EQ IRL 04/30 EUR 928.40 9.5 –40.5 –34.7

Euro Small Cap B EU EQ IRL 04/30 EUR 990.50 9.7 –40.1 –34.3

Eurozone Agg Eq A EU EQ IRL 04/30 EUR 505.37 1.7 –39.1 –29.7

Eurozone Agg Eq B EU EQ IRL 04/30 EUR 723.38 1.9 –38.8 –29.3

Glbl Bd (EuroHdg) A GL BD IRL 04/30 EUR 1216.75 1.6 –5.3 –2.9

Glbl Bd (EuroHdg) B GL BD IRL 04/30 EUR 1286.35 1.8 –4.7 –2.3

Glbl Bd A EU BD IRL 04/30 EUR 1017.35 3.8 4.1 –1.2

Glbl Bd B EU BD IRL 04/30 EUR 1078.73 4.0 4.7 –0.6

Glbl Real Estate A OT EQ IRL 04/30 USD 618.43 –7.2 –52.3 –35.3

Glbl Real Estate B OT EQ IRL 04/30 USD 635.01 –7.0 –52.0 –34.9

Glbl Real Estate EH-A OT EQ IRL 04/30 EUR 584.54 –6.8 –49.9 –35.6

Glbl Real Estate SH-B OT EQ IRL 04/30 GBP 54.73 –7.7 –50.2 –35.1

Glbl Strategic Yield A EU BD IRL 04/30 EUR 1249.04 10.5 –16.7 –9.4

Glbl Strategic Yield B EU BD IRL 04/30 EUR 1331.16 10.7 –16.2 –8.8

Japan Equity A JP EQ IRL 04/30 JPY 10420.00 0.8 –37.8 –30.2

Japan Equity B JP EQ IRL 04/30 JPY 11062.00 1.0 –37.4 –29.8

PacBasn (Ex-Jap) Eq A AS EQ IRL 04/30 USD 1447.24 12.5 –41.3 –19.9

PacBasn (Ex-Jap) Eq B AS EQ IRL 04/30 USD 1538.30 12.7 –40.9 –19.4

Pan European Eq A EU EQ IRL 04/30 EUR 736.78 2.5 –38.6 –28.9

Pan European Eq B EU EQ IRL 04/30 EUR 782.28 2.7 –38.3 –28.5

US Equity A US EQ IRL 04/30 USD 679.70 1.6 –37.5 –21.8

US Equity B US EQ IRL 04/30 USD 724.86 1.8 –37.1 –21.3

US Small Cap A US EQ IRL 04/30 USD 1013.96 0.8 –35.5 –23.5

US Small Cap B US EQ IRL 04/30 USD 1081.95 1.0 –35.1 –23.1

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 04/30 SEK 62.19 3.3 –39.2 –29.2

Choice Japan Fd JP EQ LUX 04/30 JPY 44.00 –2.2 –38.1 –31.7

Choice Jpn Chance/Risk JP EQ LUX 04/30 JPY 44.20 –1.3 –45.3 –32.6

Choice NthAmChance/Risk US EQ LUX 04/30 USD 3.14 12.2 –37.9 –21.6

Europe 2 Fd EU EQ LUX 04/30 EUR 0.73 5.2 –40.7 –31.9

Europe 3 Fd EU EQ LUX 04/30 EUR 3.12 2.3 –42.5 –32.9

Global Chance/Risk Fd GL EQ LUX 04/30 EUR 0.49 5.3 –30.4 –24.4

Global Fd GL EQ LUX 04/30 USD 1.64 –1.3 –41.2 –25.4

Intl Mixed Fd -C- NO BA LUX 04/30 USD 22.07 –3.9 –32.3 –17.6

Intl Mixed Fd -D- NO BA LUX 04/30 USD 15.57 –3.9 –32.4 –16.5

Wireless Fd OT EQ LUX 04/30 EUR 0.12 21.9 –25.0 –19.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 04/30 USD 5.14 13.4 –38.4 –17.0

Currency Alpha EUR -IC- OT OT LUX 04/30 EUR 10.62 –2.7 3.1 2.6

Currency Alpha EUR -RC- OT OT LUX 04/30 EUR 10.55 –2.9 2.6 2.4

Currency Alpha SEK -ID- OT OT LUX 04/30 SEK 102.63 –2.9 2.8 NS

Currency Alpha SEK -RC- OT OT LUX 04/30 SEK 112.21 –2.9 2.6 2.4

Generation Fd 80 OT OT LUX 04/30 SEK 6.79 6.4 –20.4 NS

Nordic Focus EUR NO EQ LUX 04/30 EUR 59.27 18.8 –35.0 NS

Nordic Focus NOK NO EQ LUX 04/30 NOK 64.22 18.8 –35.0 NS

Nordic Focus SEK NO EQ LUX 04/30 SEK 67.15 18.8 –35.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 04/30 USD 1.42 1.9 –36.5 –23.9

Ethical Global Fd GL EQ LUX 04/30 USD 0.61 –1.5 –40.6 –26.3

Ethical Sweden Fd NO EQ LUX 04/30 SEK 34.13 18.7 –19.2 –17.9

Europe Fd EU EQ LUX 04/30 USD 1.61 2.5 –32.6 –26.4

Index Linked Bd Fd SEK OT BD LUX 04/30 SEK 13.06 –0.1 3.0 4.1

Medical Fd OT EQ LUX 04/30 USD 2.58 –10.0 –24.8 –18.1

Short Medium Bd Fd SEK NO MM LUX 04/30 SEK 9.23 0.8 2.7 2.9

Technology Fd OT EQ LUX 04/30 USD 1.89 21.6 –27.1 –13.2

World Fd NO BA LUX 04/30 USD 1.71 3.3 –35.6 –17.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 04/30 EUR 1.27 0.1 1.0 1.7

Short Bond Fd SEK NO MM LUX 04/30 SEK 21.82 1.2 2.7 3.0

Short Bond Fd USD US MM LUX 04/30 USD 2.49 –0.3 0.9 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 04/30 SEK 9.95 –1.1 –3.3 –0.6

Alpha Bond Fd SEK -B- NO BD LUX 04/30 SEK 8.93 –1.1 –3.3 –0.6

Alpha Bond Fd SEK -C- NO BD LUX 04/30 SEK 24.92 –1.1 –3.4 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 04/30 SEK 8.30 –1.1 –3.4 –0.8

Alpha Short Bd SEK -A- NO MM LUX 04/30 SEK 10.99 1.7 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 04/30 SEK 10.31 1.7 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 04/30 SEK 21.50 1.7 3.2 3.2

Alpha Short Bd SEK -D- NO MM LUX 04/30 SEK 8.94 1.7 3.2 3.2

Bond Fd SEK -C- NO BD LUX 04/30 SEK 41.79 0.6 9.2 5.9

Bond Fd SEK -D- NO BD LUX 04/30 SEK 12.54 0.6 7.9 5.3

Corp. Bond Fd EUR -C- EU BD LUX 04/30 EUR 1.09 0.3 –7.9 –4.1

Corp. Bond Fd EUR -D- EU BD LUX 04/30 EUR 0.86 0.3 –8.3 –4.3

Corp. Bond Fd SEK -C- NO BD LUX 04/30 SEK 10.61 –1.3 –12.9 –6.5

Corp. Bond Fd SEK -D- NO BD LUX 04/30 SEK 8.33 –1.3 –12.7 –6.4

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 04/30 EUR 106.04 2.1 7.5 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 04/30 EUR 105.57 1.9 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 04/30 SEK 1123.01 1.9 7.0 NS

Flexible Bond Fd -C- NO BD LUX 04/30 SEK 21.19 1.6 6.1 4.5

Flexible Bond Fd -D- NO BD LUX 04/30 SEK 12.00 1.6 6.1 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 04/30 SEK 78.13 –2.4 –22.5 –15.0

Global Hedge I SEK -D- OT OT LUX 04/30 SEK 71.40 –2.4 –24.7 –16.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 04/30 USD 1.81 17.6 –41.2 –14.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 04/30 SEK 21.26 26.6 –25.4 –17.7

Europe Chance/Risk Fd EU EQ LUX 04/30 EUR 809.31 6.1 –43.9 –34.0

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 04/23 USD 884.11 –6.0 NS NS

UAE Blue Chip Fund Acc OT OT ARE 04/23 AED 5.10 11.1 –58.3 –17.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 04/29 EUR 27.49 –3.1 –6.1 –1.0

Bonds Eur Corp A OT OT LUX 04/29 EUR 21.44 3.4 –2.1 –1.8

Bonds Eur Hi Yld A OT OT LUX 04/29 EUR 14.90 12.0 –26.2 –18.5

Bonds EURO A OT OT LUX 04/29 EUR 40.00 1.3 7.2 4.6

Bonds Europe A OT OT LUX 04/29 EUR 38.31 1.1 7.2 3.8

Bonds US MtgBkSec A OT OT LUX 04/28 USD 23.42 –8.6 7.3 –2.1

Bonds US OppsCoreplus A OT OT LUX 04/29 USD 33.06 4.8 3.7 4.9
Bonds World A OT OT LUX 04/29 USD 38.27 –3.9 –3.1 5.3
Eq. China A OT OT LUX 04/30 USD 16.53 10.6 –38.2 –12.0
Eq. ConcentratedEuropeA OT OT LUX 04/29 EUR 20.99 1.9 –39.5 –30.2
Eq. Eastern Europe A OT OT LUX 04/29 EUR 15.87 20.1 –56.2 –36.3
Eq. Equities Global Energy OT OT LUX 04/29 USD 14.23 –0.2 –45.7 –17.1
Eq. Euroland A OT OT LUX 04/29 EUR 8.65 –5.7 –39.8 –30.6
Eq. Euroland MidCapA OT OT LUX 04/29 EUR 14.61 1.4 –45.3 –33.6
Eq. EurolandCyclclsA OT OT LUX 04/29 EUR 14.49 5.5 –34.5 –22.3
Eq. EurolandFinancialA OT OT LUX 04/29 EUR 8.53 1.2 –47.8 –37.3
Eq. Glbl Emg Cty A OT OT LUX 04/29 USD 6.74 12.7 –47.5 –19.7
Eq. Global A OT OT LUX 04/29 USD 20.41 –3.0 –42.0 –27.0
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 04/29 USD 21.62 3.4 –20.2 –9.5
Eq. Japan Sm Cap A OT OT LUX 04/30 JPY 875.10 –3.4 –35.8 –37.8
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 04/30 USD 6.96 9.0 –42.7 –18.5
Eq. US ConcenCore A OT OT LUX 04/29 USD 18.18 12.0 –26.5 –15.9
Eq. US Lg Cap Gr A OT OT LUX 04/29 USD 12.09 12.1 –38.5 –21.3
Eq. US Mid Cap A OT OT LUX 04/29 USD 22.67 13.1 –38.6 –17.4
Eq. US Multi Strg A OT OT LUX 04/29 USD 16.76 4.9 –39.8 –24.9
Eq. US Rel Val A OT OT LUX 04/29 USD 15.94 2.6 –42.4 –29.7
Eq. US Sm Cap Val A OT OT LUX 04/29 USD 12.54 –3.1 –44.6 –32.8
Eq. US Value Opp A OT OT LUX 04/29 USD 12.68 –2.1 –46.4 –33.6
Money Market EURO A OT OT LUX 04/29 EUR 27.30 0.6 3.6 3.8
Money Market USD A OT OT LUX 04/29 USD 15.80 0.4 2.0 3.3

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund OT OT IRL 05/01 JPY 8187.00 –4.8 –40.8 –36.1
YMR-N Japan Fund OT OT IRL 05/01 JPY 9394.00 –0.5 –37.5 –31.6
YMR-N Low Price Fund OT OT IRL 05/01 JPY 12510.00 –3.6 –36.2 –32.3
YMR-N Small Cap Fund OT OT IRL 05/01 JPY 5733.00 –10.7 –41.8 –38.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/01 JPY 4201.00 0.0 –44.5 –34.5
Yuki 77 General JP EQ IRL 05/01 JPY 5916.00 0.2 –40.7 –31.8
Yuki 77 Growth JP EQ IRL 05/01 JPY 5594.00 –5.4 –43.1 –37.3
Yuki 77 Income AS EQ IRL 05/01 JPY 4792.00 –6.3 –36.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/01 JPY 6166.00 –1.2 –39.0 –33.3
Yuki Chugoku Jpn Gro JP EQ IRL 05/01 JPY 4672.00 –8.6 –43.4 –35.1
Yuki Chugoku JpnLowP JP EQ IRL 05/01 JPY 7623.00 –6.9 –32.7 –29.2
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 05/01 JPY 6488.00 –4.2 –42.0 –34.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/01 JPY 4283.00 –5.8 –45.1 –34.2
Yuki Hokuyo Jpn Inc JP EQ IRL 05/01 JPY 4831.00 –8.5 –38.4 –31.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/01 JPY 4213.00 –10.5 –41.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/01 JPY 4047.00 –4.8 –48.2 –36.8
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/01 JPY 4289.00 –4.5 –48.1 –39.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/01 JPY 6028.00 –1.2 –44.4 –35.0
Yuki Mizuho Jpn Gen OT OT IRL 05/01 JPY 7984.00 –0.5 –37.9 –33.1
Yuki Mizuho Jpn Gro OT OT IRL 05/01 JPY 5917.00 –5.4 –39.4 –36.1
Yuki Mizuho Jpn Inc OT OT IRL 05/01 JPY 7295.00 –8.3 –38.4 –31.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/01 JPY 4791.00 –3.9 –39.9 –32.6
Yuki Mizuho Jpn LowP OT OT IRL 05/01 JPY 10878.00 –4.0 –30.7 –28.7
Yuki Mizuho Jpn PGth OT OT IRL 05/01 JPY 7291.00 –4.6 –43.8 –36.6
Yuki Mizuho Jpn SmCp OT OT IRL 05/01 JPY 5562.00 –9.3 –44.5 –39.0
Yuki Mizuho Jpn Val Sel OT OT IRL 05/01 JPY 5133.00 –1.2 –37.4 –30.9
Yuki Mizuho Jpn YoungCo OT OT IRL 05/01 JPY 2275.00 –4.7 –48.2 –47.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/01 JPY 4509.00 0.2 –45.6 –35.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 05/01 JPY 4008.00 –8.2 –46.1 –37.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/01 JPY 5054.00 –0.9 –39.2 –33.0

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 02/27 USD 34.46 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 02/27 USD 1358.87 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 02/27 USD 1753.22 0.7 –9.6 –2.6
CMA MultHdge Balncd OT OT CYM 02/27 USD 1252.26 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 02/27 USD 1712.79 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 02/27 USD 995.18 –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 02/27 EUR 98.64 0.2 –23.0 –9.2
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 01/30 USD 2057.10 –0.5 –5.2 –4.7
Harmony Cap Ltd B EUR OT OT BMU 01/30 EUR 1990.70 –0.8 –4.6 –4.9
Harmony Cap Ltd D USD OT OT BMU 01/30 USD 1178.50 –0.5 –5.6 –5.1
Harmony Cap Ltd E EUR OT OT BMU 01/30 USD 1145.50 –0.8 –4.8 –5.2
Harmony Cap Ltd F GBP OT OT BMU 01/30 GBP 1002.20 –0.6 –4.0 –4.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 04/24 USD 614.93 36.3 –63.5 –37.8

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 03/31 EUR 218.46 1.7 16.8 30.0
Horseman EmMkt Opp USD GL EQ USA 03/31 USD 221.89 1.1 14.3 30.0
Horseman EurSelLtd EUR EU EQ GBR 03/31 EUR 212.41 1.5 8.0 18.3

Horseman EurSelLtd USD EU EQ GBR 03/31 USD 220.70 1.5 6.9 18.4
Horseman Glbl Ltd EUR GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9
Horseman Glbl Ltd USD GL EQ CYM 03/31 USD 479.05 –2.7 14.5 25.9

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
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 04/17 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 04/17 USD 1.77 0.5 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 04/17 EUR 74.38 –2.5 NS NS
Special Opp Inst EUR OT OT CYM 04/17 EUR 69.99 –2.5 NS NS
Special Opp Inst USD OT OT CYM 04/17 USD 78.87 –2.3 NS NS
Special Opp USD OT OT CYM 04/17 USD 77.61 –2.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 04/17 EUR 120.15 0.7 NS NS
GH Fund CHF Hdg OT OT JEY 04/17 CHF 99.68 –0.1 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 04/17 EUR 108.84 0.3 NS NS
GH Fund GBP Hdg OT OT JEY 04/17 GBP 118.46 0.5 NS NS
GH Fund Inst EUR OT OT JEY 04/17 EUR 88.51 6.0 NS NS
GH Fund Inst JPY OT OT JEY 03/31 JPY 8528.54 1.5 –13.5 NS
GH Fund Inst USD OT OT JEY 04/17 USD 99.44 0.8 NS NS
GH FUND S EUR OT OT CYM 04/17 EUR 113.81 0.7 NS NS
GH FUND S GBP OT OT JEY 04/17 GBP 118.39 0.6 NS NS
GH Fund S USD OT OT CYM 04/17 USD 133.08 0.8 NS NS
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 04/17 USD 124.66 0.6 NS NS
Leverage GH USD OT OT GGY 04/17 USD 97.87 0.3 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 04/17 CHF 85.28 1.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 04/17 EUR 92.31 2.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 04/17 GBP 99.51 2.7 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 04/17 EUR 97.77 2.1 NS NS
MultiAdv Arb S GBP OT OT CYM 04/17 GBP 102.43 2.7 NS NS
MultiAdv Arb S USD OT OT CYM 04/17 USD 111.14 2.6 NS NS
MultiAdv Arb USD OT OT GGY 04/17 USD 172.81 2.4 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 04/17 USD 108.10 1.0 NS NS
Asian AdbantEdge EUR OT OT JEY 04/17 EUR 91.65 3.3 NS NS
Asian AdvantEdge OT OT JEY 04/17 USD 166.91 3.0 NS NS
Emerg AdvantEdge OT OT JEY 04/17 USD 148.11 5.5 NS NS
Emerg AdvantEdge EUR OT OT JEY 04/17 EUR 82.94 5.6 NS NS
Europ AdvantEdge EUR OT OT JEY 04/17 EUR 115.65 0.3 NS NS

Europ AdvantEdge USD OT OT JEY 04/17 USD 122.07 0.0 NS NS

Japan AdvantEdge JPY OT OT JEY 04/17 JPY 7822.59 –3.2 NS NS

Japan AdvantEdge USD OT OT JEY 04/17 USD 91.21 –3.1 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 04/17 USD 87.03 1.4 NS NS

Trading AdvantEdge OT OT GGY 04/17 USD 145.21 –4.3 NS NS

Trading AdvantEdge EUR OT OT GGY 04/17 EUR 132.13 –4.0 NS NS

Trading AdvantEdge GBP OT OT GGY 04/17 GBP 139.46 –4.2 NS NS

US AdvantEdge OT OT JEY 04/17 USD 104.16 1.8 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 03/31 EUR 189.94 –22.8 –25.1 –12.0

Integrated Dir Trading EUR OT OT CYM 01/30 EUR 104.89 2.9 –1.1 7.0

Integrated Emg Markets EUR OT OT CYM 01/30 EUR 69.49 –2.4 –30.2 –15.0

Integrated European EUR OT OT CYM 01/30 EUR 149.76 0.5 3.5 0.3

Integrated Event Driven EUR OT OT CYM 01/30 EUR 82.99 1.4 –20.2 –8.9

Integrated Lg/Sh Sel F EUR OT OT CYM 01/30 EUR 86.33 0.8 –10.3 –3.1

Integrated MultSt B EUR OT OT VGB 01/30 EUR 116.51 3.2 –15.1 –5.6

Integrated Relative Value EUR OT OT CYM 01/30 EUR 90.62 1.1 –10.2 –3.0

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 04/24 USD 226.82 18.1 NS –47.9

Antanta MidCap Fund EE EQ AND 04/24 USD 313.87 8.3 NS –53.0

Meriden Opps Fund GL OT AND 04/29 EUR 83.31 –4.3 –22.4 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 01/30 USD 1220.59 NS –14.9 –4.7

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 04/28 USD 74.83 –10.1 20.6 27.3
Superfund GCT USD* OT OT LUX 04/28 USD 3317.00 –9.2 8.2 14.7
Superfund Gold A (SPC) OT OT CYM 04/28 USD 1086.04 –6.6 –4.9 21.1
Superfund Gold B (SPC) OT OT CYM 04/28 USD 1225.64 –9.1 –4.9 23.8
Superfund Q-AG* OT OT AUT 04/28 EUR 8301.00 –5.3 8.5 13.5

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 03/31 EUR 1272.56 –1.7 –2.5 10.9
Winton Evolution GBP GL OT VGB 03/31 GBP 1251.46 –1.9 –2.0 12.1
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 03/31 USD 1241.37 –1.8 –3.1 11.2
Winton Futures EUR GL OT VGB 03/31 EUR 204.77 –0.5 8.6 22.5
Winton Futures GBP GL OT VGB 03/31 GBP 220.50 –0.7 9.5 24.1
Winton Futures JPY Lead Series 2 GL OT VGB 03/31 JPY 14524.76 –1.6 4.7 19.0
Winton Futures USD GL OT VGB 03/31 USD 726.91 –0.9 7.7 22.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 04/24 EUR 135.44 14.0 –10.7 3.1
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 04/24 USD 294.58 13.9 –9.1 5.4

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

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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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 03/31 USD 1251.33 –1.8 –1.8 –0.5 –18.7 –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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British Sky Broadcasting Group

Satellite-television service Brit-
ish Sky Broadcasting Group PLC
on Thursday reported a profit for
the first nine months of its fiscal
year as consumers spent more time
at home because of the recession.
For the nine months ended March
31, BskyB reported a net profit of
£169 million ($250 million), com-
pared with a year-earlier net loss of
£118 million. Revenue increased to
£3.96 billion from £3.71 billion.
BSkyB is 39%-owned by Rupert Mur-
doch’s News Corp., which also
owns The Wall Street Journal pub-
lisher Dow Jones & Co.

Areva SA

Air France chairman named
to lead supervisory board

French state-controlled nuclear
company Areva SA has appointed
Air France-KLM chairman Jean-
Cyril Spinetta to chair its supervi-
sory board, the company said. Mr.
Spinetta, 65 years old, succeeds
former supervisory board chairman
Frederic Lemoine, who resigned ear-
lier this month. Mr. Spinetta was
chairman and chief executive of Air
France-KLM from the company’s cre-
ation in 2004 until this January,
when he handed over the chief execu-
tive role to Pierre-Henri Gourgeon.
Areva mines uranium, produces nu-
clear fuel and builds reactors. It also
recycles nuclear waste. The company
is managed by an executive board led
by CEO Anne Lauvergeon. The super-
visory board has 15 members and
oversees the executive board.

Viacom Inc.

Viacom Inc.’s first-quarter net in-
come fell 34% on continuing adver-
tising woes and weakness in its
filmed-entertainment division. The
company added, though, that it had
seen signs of stabilization in the U.S.
advertising market. The media com-
pany, which owns cable-TV chan-
nels such as MTV and Comedy Cen-
tral, has been making deals with ad-
vertisers that market their products
across television, the Web and mo-
bile devices. But recently it has seen
lower ratings at some of its cable
channels. Among problems worry-
ing analysts are higher start-up
losses at its pay-TV venture and
lower sales of “Rock Band” video-
game hardware. The company
posted net income of $180 million,
or 29 a share, down from $274 mil-
lion, or 42 cents a share, a year ear-
lier. The prior-year results included
a two-cent impairment charge. Reve-
nue decreased 6.8% to $2.91 billion.

By Adam Ewing

STOCKHOLM—Telefon AB L.M.
Ericsson reported a 35% drop in
first-quarter net profit, hit by con-
tinued losses at its Sony Ericsson
mobile-phone joint venture and re-
structuring charges.

The maker of mobile network
equipment said the recession so far
has had minimal impact on telecom-
munications operators but declined
to give more specific forecasts, saying
onlythatsome have become more cau-
tious with longer-term investments.

The Swedish company said net
profit for the three months ended
March 31 fell to 1.72 billion kronor
($212.9 million) from 2.65 billion
kronor a year earlier. Net sales in-
creased 12% to 49.57 billion kronor
from 44.18 billion kronor, boosted
by currency gains. Ericsson’s gross
margin was 36.3%, beating expecta-
tions of 35.8%.

Sony Ericsson, a handset joint
venture with Japan’s Sony Corp.,
continued to weigh down Ericsson’s
results in the period, reporting a
loss of Œ293 million ($388.2 million)
for the first quarter. Ericsson’s net-
works unit had sales of 33.5 billion
kronor and had a 10% operating mar-
gin, up from 9% a year earlier.

The company said its plan is on

track for 10 billion kronor in annual
savings by the second half of 2010.
Ericsson kept its relatively optimis-
tic view of the infrastructure mar-
ket for 2009.

“The effects of the global eco-
nomic recession on the global mo-
bile network market are so far lim-
ited,” said Chief Executive Carl-Hen-
ric Svanberg, though he admitted
that it is tough to tell how operators
would react in the continued eco-
nomic slowdown.

He said investment in wireless
networks largely continues, and roll-
outs of networks and technologies
are accelerating in markets such as

the U.S., China and India, adding
that operators generally have
strong net cash flow positions, a key
metric for investors during the
downturn. He said operators in mar-
kets that have seen local currencies
fall sharply, such as in Russia and
Ukraine, are more cautious when it
comes to improving their networks.

Cash flow from operations swung
to a 2.9 billion kronor loss from a 4.7
billion kronor gain last year, weighed
down by a $1.1 billion payment to cre-
ate the ST-Ericsson joint venture
with STMicroelectronics NV and by
700 million kronor in restructuring
and pension payments.

Ericsson profit falls 35%
Cellphone venture,
restructuring costs
weigh down results

Flu fears pressure airline shares

CORPORATE NEWS

Telenor wins step in Russia dispute

BG Group PLC

BG Group PLC posted an 8% de-
cline in first-quarter net profit, be-
coming the latest oil-and-gas com-
pany to report reduced earnings af-
ter a drop-off in demand and lower
hydrocarbon prices. The British
company said net profit totaled
£706 million ($936.5 million), down
from £767 million a year earlier. To-
tal revenue fell 2.5% to £3.01 billion
from £3.09 billion. BG joined other
oil-and-gas companies in beating
bearish expectations. Its profit was
above analysts’ forecasts as lique-
fied-natural-gas sales and lower op-
erating costs provided relief. Jason
Kenney, a U.K.-based analyst at ING
Financial Markets, said BG “contin-
ues to prove resilient in a difficult
market.” The results come after oil
giants Royal Dutch Shell PLC and
BP PLC reported declines of 62% and
59%, respectively, in first-quarter
net profit as lower oil prices hurt re-
sults from their exploration and pro-
duction.

GLOBAL BUSINESS BRIEFS

Ericsson, maker of network gear like this broadband laptop card, said the
recession so far has had little impact on telecom operators.

Pearson PLC

U.K.-based book and newspaper
publisher Pearson PLC said Friday
that its first-quarter revenue rose
26%, helped by the weak pound, but it
expects tough market conditions to
persist in some areas for the rest of
2009. “The economic environment
makes us cautious about this year,
but we’re encouraged by the start
we’ve made,” Chief Executive Marjo-
rie Scardino said. Revenue for the
quarter ended March 31 totaled £1 bil-
lion ($1.49 billion), up from £800 mil-
lion a year earlier. At constant ex-
change rates, revenue would have
risen 1%. Pearson generates about
60% of sales in the U.S. The company,
which owns the Financial Times news-
paper and Penguin Books, said it ex-
pects continued growth in its testing,
higher education and international
education businesses and in subscrip-
tion-based revenue at the FT Group.
It expects challenging conditions to
remain for U.S. school publishing, fi-
nancial advertising and the consumer-
book industry for the rest of 2009.

BASF Group

Germany-based chemicals com-
pany BASF Group reported a 68%
drop in first-quarter net profit,
though the results came in better
than analysts expected thanks to a
strong performance in agrochemi-
cals. The company confirmed its pes-
simistic full-year outlook and said it
would cut more jobs as the dramatic
decline in demand for chemical
products continues. Quarterly net
profit fell to Œ375 million ($497 mil-
lion) from Œ1.17 billion a year earlier.
Sales fell 23% to Œ12.22. The com-
pany said it expects coming quar-
ters to be “extremely challenging,”
preparing shareholders for a possi-
ble dividend cut.

—Compiled from staff
and wire service reports.

Electricité de France SA

Electricité de France SA will con-
trol the building of the Penly Euro-
pean Pressurised Reactor nuclear fa-
cility and GDF Suez SA will have a
significant minority stake, French
Prime Minister François Fillon said
after meeting with the companies
on Friday. EDF runs France’s 58 nu-
clear reactors, but President Nicolas
Sarkozy wants GDF Suez to become
another exporter of French EPR tech-
nology. EDF will hold 50% plus one
share of the capital in the construc-
tion of the plant in northern France.
GDF Suez will also discuss selling
part of its 33.3% plus one share in
the firm to French oil major Total
SA. A further 16.66% share of the cap-
ital will be open to other electricity
companies. Mr. Fillon’s office issued
the statement after meeting EDF
head Pierre Gadonneix and Gérard
Mestrallet, boss of GDF Suez. EPR fa-
cilities are state-of-the-art nuclear
plants, although companies in-
volved in setting them up have often
faced cost overruns.
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By Kaveri Niththyananthan

LONDON—Fears over swine flu
have hit airlines’ share prices, wip-
ing out most of April’s rise, while
combined net losses for the indus-
try in the first quarter reached $1 bil-
lion, the International Air Trans-
port Association said Friday.

“A degree of optimism returned
to financial markets in April, at least
until concerns about the outbreak of
swine flu in Mexico hit share prices,”

said IATA, a trade group for the air-
line industry.

Bloomberg’s world-wide airlines
index rose 15% in April from the pre-
vious month, but was still down
from a year earlier, IATA said. But in
the past few days, fears over swine
flu reduced that increase by be-
tween five and 10 percentage points.

First-quarter combined losses
for the sector are in line with fore-
casts for $4.7 billion net losses for
2009, with earnings before inter-

est and taxes also falling.
Early capacity cuts by U.S. pas-

senger airlines increased financial
performance, but outside the U.S.,
most airlines are reporting wider
first-quarter losses, IATA said.

In February and March, almost
no aircraft were put in storage, with
30 being retired. More than 210 new
aircraft were delivered. “Fleet ex-
pansion has meant recent capacity
cuts have come from lower aircraft
utilization,” IATA said.

By William M. Bulkeley

Eastman Kodak Co.’s first-quar-
ter net loss widened to about triple
last year’s level as the recession cut
sales of both film and digital con-
sumer products by nearly a third.

Kodak said Thursday it will elimi-
nate its century-old dividend, cut ex-

ecutives’ pay and order unpaid one-
week furloughs for most employees.
In the quarter, Kodak’s cash shrank
40% to $1.3 billion.

Kodak said that its net loss for
the quarter widened to $353 million
from $115 million in the year-ago
quarter. Kodak sales fell 29% to
$1.48 billion.

Kodak kills dividend as sales slow

By Gregory L. White

MOSCOW—Norway’s Telenor
ASA won a victory in a long-running
conflict with its Russian partners,
but still faced the threat of losing its
main Russian investment. Amid the
pressure, Telenor’s partners con-
tinue to seek a settlement, according

to people close to the discussions.
Telenor contends it is the victim

of a pressure campaign by the Alfa
Group, a powerful oil-to-banking
conglomerate controlled by a group
of Russian billionaires. Alfa charges
that Telenor has put its interests
ahead of those of the local telecoms
companies they both own stakes in—
Russia’s OAO Vimpelcom and
Kyivstar in Ukraine.

Telenor and Alfa have been fight-
ing in courts in Russia, Europe and
the U.S. for years.

Early last week, a New York

judge ruled Alfa, facing tens of mil-
lions of dollars in fines for defying
the court, had finally complied with
rulings in a case brought by Telenor
involving Kyivstar.

But in Russia, the Moscow Arbi-
tration Court Thursday put off a de-
cision on whether to suspend en-
forcement of a $1.7 billion judg-
ment against Telenor. Russian bai-
liffs have already frozen Telenor’s
29.9% stake in OAO Vimpelcom,
Russia’s No. 2 mobile-phone com-
pany, in preparation for sale to
cover that judgment.

Tata Motors Ltd.

U.K.-based Jaguar Land Rover
said Friday that it will begin selling
its range of sedans and sport-utility
vehicles in the Indian market later
this year. “It is an important strate-
gic move for Jaguar Land Rover and
will enable us to realize our competi-
tive potential in this significant mar-
ket,” Jaguar Land Rover Chief Execu-
tive David Smith said in a statement.
Jaguar Land Rover is part of India-
based Tata Motors Ltd., which will
import the vehicles. Tata Motors ac-
quired Jaguar Land Rover from Ford
Motor Co. last year.

Executive Travel Program

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

www.thinkmediaoutdoor.be

8 MONDAY, MAY 4, 2009 T H E WA L L ST R E ET JO U R NA L .

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 04/29 GBP 6.47 –2.9 –27.6 –16.2

Andfs. Borsa Global GL EQ AND 04/29 EUR 5.37 –7.4 –37.6 –25.2
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n DJE INVESTMENT S.A.
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n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 04/29 USD 273.60 11.4 –12.1 –5.5
Sel Emerg Mkt Equity GL EQ GGY 04/29 USD 144.34 10.2 –44.3 –19.3
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Citigroup might need
as much as $10 billion
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Chevron preserves its cash
Dividend stays flat,
debt keeps climbing
as earnings plunge

Exxon to reduce stock buybacks
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By David Enrich

And Damian Paletta

WASHINGTON— Citigroup inc.
may need to raise as much as $10
billion in new capital, according to
people familiar with the matter, as
the government continues negotia-
tions with banks over the results of
its so-called stress tests.

The New York bank, like many
others, is negotiating with the Fed-
eral Reserve and may need less if
regulators accept the bank’s argu-
ments about its financial health,
these people said. In a best-case
scenario, Citigroup could wind up
having a roughly $500 million cush-
ion above what the government is
requiring.

The discussions stem from the
tests being run by the Fed and the
Treasury to assess the health of the
country’s 19 largest banks. Those
results will be released Thursday,
later than initially planned.

The tests will predict each bank’s
potential losses in certain asset cate-
gories under dire economic scenar-
ios. The government is expected to
direct several banks, including Bank
of America Corp., of Charlotte, N.C.,
to bolster their capital by raising
new funds or converting existing se-
curities into common stock.

The government’s strong prefer-
ence is for banks in need of fresh
capital to raise it either through pri-
vate investors or selling assets, offi-
cials say. That won’t be an option
for certain weaker banks, who may
have to give the government big
stakes in their common equity to
boost capital levels. Such a move
would help fill banks’ capital needs
but also would raise thorny ques-
tions about how large a role the fed-
eral government might play in
their daily operations.

The Obama administration is ex-
pected soon to outline what type of
investor it will be in companies
where it has a stake, according to
people familiar with the matter.
The Treasury Department is dis-
cussing applying different levels of
governance depending on the size
of the U.S. government’s stake. The
overall goal is to get out of the in-
vestments as quickly as is possible
and minimize government inter-
vention in banks’ operations.

The outcome of the stress tests
could play a big role in shaping the
next phase of the U.S. govern-
ment’s intervention in the nation’s
ravaged financial system. After the
results, banks will have 30 days to

give the government a plan and six
months to put it into effect. The
banks are expected to reveal their
plans this week.

Concerned about investor and
depositor panic, government offi-
cials have said banks needing more
capital shouldn’t be viewed as be-
ing at risk of collapse. In fact, the
government has said it wouldn’t al-
low any of the 19 banks undergoing
the test to fail.

Some banks still might need to
seek more money from the govern-
ment.

Goldman Sachs Group Inc. and
J.P. Morgan Chase & Co., both of
New York and widely regarded as
two of the nation’s strongest
banks, aren’t expected to be re-
quired to boost capital, according
to people familiar with the matter.
It isn’t clear whether officials will
permit the banks to quickly repay
the government’s existing invest-
ments in these banks.

The stress tests are a central
part of the Obama administration’s
effort to restore confidence in the
U.S. banking system. They have
met resistance from top bank execu-
tives, who complain the govern-
ment’s estimates are wrong and
too theoretical.

The Fed has told bank executives
it is looking at a measurement of cap-
ital called “tangible common eq-
uity,” which essentially measures
what shareholders would have left if
a company were liquidated.

Banks have been scrambling over
the past week to refute the Fed’s pre-
liminary conclusions. Bankers say
those negotiations are part of the rea-
son the government has pushed back
its announcement of the results.

“The gloves have been taken off,
and there’s some real battles going
on right now,” said Gerard Cassidy,
a bank analyst with RBC Capital
Markets.

Government officials originally
hoped to release the results May 4.
The plan now is to do so after U.S.
stock markets close May 7.

“I would not read anything into
the delay and results, except the no-
tion that regulators and the admin-
istration want to get this right
from the very beginning,” said
White House spokesman Robert
Gibbs.

Citigroup announced Friday it
was selling its Japanese brokerage
business for about $7.9 billion, a
deal that will boost the company’s
tangible common equity by about
$2.5 billion.

By Isabel Ordóñez

And Russell Gold

Chevron Corp.’s first-quarter
earnings fell 64% as lower oil and
natural-gas prices took a toll,
prompting moves by the major en-
ergy company to shelter cash so
that it can continue its ambitious
capital spending program.

The second-largest U.S. oil com-
pany by market capitalization, be-
hind Exxon Mobil Corp., said it was
unlikely this year to restore its share
repurchase program, suspended ear-
lier this year, and that it could see its
debt increase modestly if energy
prices continue at their low levels.

Chevron also said it was holding
its quarterly dividend flat, a move
that Chief Financial Officer Patricia
Yarrington said was “prudent” and
“consistent” with the current eco-
nomic environment.

In fact, the company increased
its debt in the quarter to fund its cap-
ital budget, dividend and other ex-
penses.

“We do have a strong capital pro-
gram, that’s where our priority re-
ally is,” said Ms. Yarrington during a
conference call Friday. Chevron’s
2009 capital program is about $23
billion, unchanged from last year.

The company followed the trend
of sharply lower quarterly profit re-
ported in recent days by major pro-
ducers, which after years of report-
ing skyrocketing earnings are now
hurting from the collapse in oil and
natural gas prices.

Chevron and other big oil compa-
nies are hoping that costs fall

throughout the year. They are all fac-
ing financial pressure to maintain
high spending levels while preserv-
ing dividend payments. Royal Dutch
Shell PLC and BP PLC both in-
creased their debt in the quarter
and Exxon drew down some of its
cash reserves.

Chevron increased its debt by
$3.3 billion, or 37%, to $12.2 billion
at the end of March. Still, analysts
weren’t worried by the move.

Chevron posted first-quarter
earnings of $1.84 billion, or 92 cents
a share, down from $5.17 billion, or
$2.48 a share, in the same period
last year. The latest results included
20 cents a share in gains from the
sale of refining and marketing as-
sets and about $100 million in explo-
ration write-offs. Revenue de-
creased 45% to $36.13 billion.

Chevron, based in San Ramon, Ca-
lif., increased its quarterly produc-
tion to 2.66 million barrels a day, up
2.5%, or 64,000 barrels a day com-
pared with the same period a year
earlier.

“The earnings results are a disap-
pointment, but the production
growth component that is critical to
our investment thesis appears very
much intact,” said Jason Gammel,
an analyst with Macquarie Re-
search.

By Russell Gold

Exxon Mobil Corp. is taking
steps to preserve cash in the market
downturn, positioning itself to take
advantage of new investments and
make acquisitions.

The extended global recession
has dragged down oil and natural-
gas prices from record levels last
year, leading to a 58% drop in the glo-
balenergy giant’s first-quarterprofit—
its worst performance since 2003.

Exxon’s move to conserve its
large, but shrinking, pile of cash will
help preserve its financial flexibility
and maximize its options for what is
expected to be a bumper crop of fos-
sil-fuel investment opportunities in
coming months, analysts said.

Analysts and industry observers
anticipate that there may be oppor-
tunities for Exxon—and other big
Western oil companies—in Brazil,
Iraq and elsewhere. There may also
be assets and companies available,
but it still isn’t clear what might
come on the market.

Exxon last week said it is slowing
its stock-buyback program in the

second quarter to $5 billion, down
from $7 billion in the first quarter
and $8 billion in last year’s fourth
quarter. The Irving, Texas, company
ended March with $25 billion in
cash, down $6.4 billion from three
months earlier and $15.9 billion less
than the same period a year ago.

First-quarter net income was
$4.55 billion, or 92 cents a share,
compared with $10.89 billion, or
$2.02, a share, a year earlier. Reve-
nue dropped 45% to $64.03 billion.

Exxon, the world’s largest pub-
licly traded oil company by market
value and output, said it is raising
its dividend by 5% and that it has no
plans to change its $29 billion capi-
tal-expenditure budget for 2009.

But with prices down 65% from
last summer, Exxon’s spending has
exceeded its cash flow. The com-
pany reported $9.1 billion from oper-
ating activities and asset sales in
the first quarter but spent $14.75 bil-
lion on its capital outlays, dividends
and share repurchases.

Analysts said Exxon is acting pru-
dently to preserve its war chest. “Ev-
eryone in the market knows the

chance there will be an interesting
market opportunity in the next 12
months is increasing,” said Tina Vi-
tal, an equity analyst with Standard
& Poors. “They want to position
themselves to keep the most op-
tions open.”

Exxon officials pointed out that
the company remains strong de-
spite the downturn. “If you don’t let
your checkbook get out of control in
the good times, you don’t have to
slam on the breaks and disrupt the
organization in the bad times,” said
David Rosenthal, Exxon’s vice presi-
dent of investor relations. “The
most important thing for our share-
holders is we are not constrained in
our ability to take advantage of op-
portunities that would present
themselves,” he said.

While Exxon has the cash to ride
out the slump in oil prices, many of
its competitors and oil-rich nations
are in more precarious financial posi-
tions. That should create more oppor-
tunities for Exxon to develop partner-
ships on overseas projects or pur-
chase assets, something it avoided
as prices climbed in recent years.
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Am Blend Portfolio A US EQ LUX 04/30 USD 8.04 –2.1 –39.1 –25.6
Am Blend Portfolio I US EQ LUX 04/30 USD 9.42 –1.9 –38.6 –25.0
Am Growth A US EQ LUX 04/30 USD 23.70 3.5 –27.7 –14.9
Am Growth B US EQ LUX 04/30 USD 20.06 3.1 –28.4 –15.7
Am Growth I US EQ LUX 04/30 USD 26.13 3.8 –27.1 –14.2
Am Income A US BD LUX 04/30 USD 7.48 6.0 –6.7 –2.0
Am Income A2 US BD LUX 04/30 USD 16.22 6.6 –6.2 –1.8
Am Income B US BD LUX 04/30 USD 7.48 5.8 –7.4 –2.7
Am Income B2 US BD LUX 04/30 USD 14.05 6.4 –6.9 –2.4

Am Income I US BD LUX 04/30 USD 7.48 6.2 –6.1 –1.4
Am Value A US EQ LUX 04/30 USD 6.92 –4.0 –34.0 –23.7
Am Value B US EQ LUX 04/30 USD 6.41 –4.5 –34.7 –24.5
Am Value I US EQ LUX 04/30 USD 7.40 –3.9 –33.6 –23.2
Asian Technology A OT EQ LUX 04/30 USD 10.19 16.5 –36.2 –20.4
Asian Technology B OT EQ LUX 04/30 USD 8.97 16.0 –36.8 –21.2
Asian Technology I OT EQ LUX 04/30 USD 11.30 16.7 –35.6 –19.8
Emg Mkts Debt A GL BD LUX 04/30 USD 12.79 12.1 –10.5 –3.8
Emg Mkts Debt A2 GL BD LUX 04/30 USD 15.73 13.0 –9.8 –3.4
Emg Mkts Debt B GL BD LUX 04/30 USD 12.79 11.8 –11.3 –4.7
Emg Mkts Debt B2 GL BD LUX 04/30 USD 15.25 12.6 –10.7 –4.4
Emg Mkts Debt I GL BD LUX 04/30 USD 12.79 12.3 –10.0 –3.3
Emg Mkts Growth A GL EQ LUX 04/30 USD 22.50 12.3 –49.7 –22.0
Emg Mkts Growth B GL EQ LUX 04/30 USD 19.19 11.9 –50.2 –22.8
Emg Mkts Growth I GL EQ LUX 04/30 USD 24.81 12.6 –49.3 –21.3
Eur Blend A EU EQ LUX 04/30 EUR 9.08 –0.5 –41.4 –30.7
Eur Growth A EU EQ LUX 04/30 EUR 5.70 2.3 –37.1 –27.5
Eur Growth B EU EQ LUX 04/30 EUR 5.16 2.0 –37.7 –28.2
Eur Growth I EU EQ LUX 04/30 EUR 6.19 2.7 –36.5 –26.9
Eur Income A EU BD LUX 04/30 EUR 5.17 3.8 –19.1 –11.5
Eur Income A2 EU BD LUX 04/30 EUR 9.63 4.6 –18.6 –11.2
Eur Income B EU BD LUX 04/30 EUR 5.17 3.6 –19.6 –12.1
Eur Income B2 EU BD LUX 04/30 EUR 9.00 4.3 –19.2 –11.8
Eur Income I EU BD LUX 04/30 EUR 5.17 4.0 –18.6 –11.0
Eur Strat Value A EU EQ LUX 04/30 EUR 6.75 –3.0 –45.6 –33.9
Eur Strat Value I EU EQ LUX 04/30 EUR 6.88 –2.7 –45.0 –33.3
Eur Value A EU EQ LUX 04/30 EUR 7.25 –0.4 –41.0 –30.9
Eur Value B EU EQ LUX 04/30 EUR 6.72 –0.7 –41.6 –31.6
Eur Value I EU EQ LUX 04/30 EUR 8.33 –0.2 –40.5 –30.3

Gl Balanced (Euro) A EU BA LUX 04/30 USD 12.64 0.7 –30.9 NS
Gl Balanced (Euro) B EU BA LUX 04/30 USD 12.40 0.4 –31.6 NS
Gl Balanced (Euro) C EU BA LUX 04/30 USD 12.57 0.7 –31.1 NS
Gl Balanced (Euro) I EU BA LUX 04/30 USD 12.81 0.9 –30.5 NS
Gl Balanced A US BA LUX 04/30 USD 13.26 –0.2 –33.6 –19.3
Gl Balanced B US BA LUX 04/30 USD 12.69 –0.5 –34.2 –20.1
Gl Balanced I US BA LUX 04/30 USD 13.69 0.0 –33.1 –18.7
Gl Bond A US BD LUX 04/30 USD 8.53 0.9 –3.0 0.2
Gl Bond A2 US BD LUX 04/30 USD 14.40 1.3 –2.6 0.4
Gl Bond B US BD LUX 04/30 USD 8.53 0.6 –4.0 –0.8
Gl Bond B2 US BD LUX 04/30 USD 12.70 1.0 –3.6 –0.6
Gl Bond I US BD LUX 04/30 USD 8.53 1.0 –2.5 0.8
Gl Conservative A US BA LUX 04/30 USD 13.17 0.7 –18.9 –9.9
Gl Conservative A2 US BA LUX 04/30 USD 14.68 0.7 –18.7 –9.8
Gl Conservative B US BA LUX 04/30 USD 13.15 0.3 –19.5 –10.7
Gl Conservative B2 US BA LUX 04/30 USD 14.04 0.4 –19.5 –10.7
Gl Conservative I US BA LUX 04/30 USD 13.21 1.0 –18.0 –9.2
Gl Eq Blend A GL EQ LUX 04/30 USD 8.77 –1.9 –50.0 –31.5
Gl Eq Blend B GL EQ LUX 04/30 USD 8.28 –2.2 –50.5 –32.2
Gl Eq Blend I GL EQ LUX 04/30 USD 9.20 –1.6 –49.6 –30.9
Gl Growth A GL EQ LUX 04/30 USD 31.80 –1.4 –49.8 –30.3
Gl Growth B GL EQ LUX 04/30 USD 26.73 –1.7 –50.3 –30.9
Gl Growth I GL EQ LUX 04/30 USD 35.13 –1.1 –49.4 –29.7
Gl High Yield A US BD LUX 04/30 USD 3.29 14.1 –22.2 –11.6
Gl High Yield A2 US BD LUX 04/30 USD 6.63 15.1 –21.7 –11.3
Gl High Yield B US BD LUX 04/30 USD 3.29 13.6 –23.2 –12.6
Gl High Yield B2 US BD LUX 04/30 USD 10.74 14.9 –22.5 –12.1
Gl High Yield I US BD LUX 04/30 USD 3.29 14.3 –21.7 –11.1
Gl Value A GL EQ LUX 04/30 USD 8.28 –2.5 –50.4 –32.8

Gl Value B GL EQ LUX 04/30 USD 7.66 –2.8 –50.8 –33.5
Gl Value I GL EQ LUX 04/30 USD 8.75 –2.3 –50.0 –32.3
India Growth A EA EQ LUX 04/24 USD 65.03 12.6 –43.0 –13.2
India Growth B EA EQ LUX 04/24 USD 55.97 12.2 –43.6 –14.0
India Growth I EA EQ LUX 04/24 USD 67.17 12.7 –42.8 –12.9
Int'l Health Care A OT EQ LUX 04/30 USD 106.38 –9.4 –26.5 –20.3
Int'l Health Care B OT EQ LUX 04/30 USD 90.33 –9.7 –27.2 –21.1
Int'l Health Care I OT EQ LUX 04/30 USD 115.62 –9.2 –25.9 –19.7
Int'l Technology A OT EQ LUX 04/30 USD 81.16 11.0 –35.3 –18.5
Int'l Technology B OT EQ LUX 04/30 USD 70.80 10.6 –35.9 –19.3
Int'l Technology I OT EQ LUX 04/30 USD 90.53 11.3 –34.8 –17.8
Japan Blend A JP EQ LUX 04/30 JPY 5357.00 –0.2 –41.9 –30.9
Japan Growth A JP EQ LUX 04/30 JPY 5311.00 –4.5 –41.7 –31.0
Japan Growth I JP EQ LUX 04/30 JPY 5435.00 –4.3 –41.2 –30.5
Japan Strat Value A JP EQ LUX 04/30 JPY 5361.00 4.0 –42.6 –30.8
Japan Strat Value I JP EQ LUX 04/30 JPY 5474.00 4.2 –42.1 –30.3
Real Estate Sec. A OT EQ LUX 04/30 USD 9.93 –6.9 –49.8 –35.6
Real Estate Sec. B OT EQ LUX 04/30 USD 9.14 –7.2 –50.3 –36.3
Real Estate Sec. I OT EQ LUX 04/30 USD 10.62 –6.7 –49.4 –35.1
Short Mat Dollar A US BD LUX 04/30 USD 6.70 0.2 –13.3 –11.3
Short Mat Dollar A2 US BD LUX 04/30 USD 8.81 0.6 –13.0 –11.2
Short Mat Dollar B US BD LUX 04/30 USD 6.70 0.0 –13.6 –11.7
Short Mat Dollar B2 US BD LUX 04/30 USD 8.79 0.3 –13.4 –11.6
Short Mat Dollar I US BD LUX 04/30 USD 6.70 0.3 –12.8 –10.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

Japan’s Nikkei climbs 1.7%
to highest close since Jan. 7

Euro Diversified Bond
Funds that invest primarily in bonds denominated in or hedged into the Euro, but that other-
wise do not specialise in a given area. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending May 01, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

2 New Capital EFG Asset USDiIreland 2.71 –2.70 2.19 2.75
UCITS Total Return Bd USD Management

5 CMNE Groupe UFG EURiFrance –1.37 –4.57 6.12 6.92
Obligations Acc

5 Astrys Vie CM-CIC Asset EURiFrance –3.85 –4.58 6.55 7.35
A/I Management

NS CB World Fds cominvest Asset EURiLuxembrg –5.23 –4.89 5.73 NS
Rendite Aktiv Plus A Inc Management S.A.

NS Euro-Duraflex Monega EURiGermany –3.81 –4.97 NS NS
Mo Inc Kapitalanlagegesellschaft mbH

NS Espirito ESAF International USDiLuxembrg –4.42 –5.05 NS 6.50
Santo Euro Bond Fd Inc

5 BBV Fonds Union Investment EURiGermany –2.45 –5.19 5.22 6.32
Union Inc Privatfonds GmbH

5 Horizon Financière EURiFrance 0.76 –5.30 5.97 5.97
Placement 2013 Acc Meeschaert

3 ESPA Erste Sparinvest EURiAustria –3.11 –5.40 4.17 5.44
Portfolio Bond A Inc KAG

5 CNP CNP Assurances EURiFrance –2.42 –5.45 6.24 6.77
Assur-Oblig A/I
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A WSJ NEWS ROUNDUP

The trustee for the liquidation of
convicted Ponzi-scheme operator
Bernard L. Madoff’s investment
firm filed a complaint in U.S. Bank-
ruptcy Court in the Southern Dis-

trict of New York
against investment
manager Stanley
Chais and mem-
bers of his family,

seeking the return of $1 billion of
transactions with the firm.

Irving Picard, the trustee in
charge of returning to investors
money from Mr. Madoff’s multibil-

lion-dollar scheme, announced the
action in a statement Friday.

The suit claims that since Decem-
ber 1995, Mr. Chais and the other de-
fendants collectively profited from
the Madoff scheme through the
withdrawal of more than $1 billion
and “knew or should have known”
that they were “reaping the bene-
fits of manipulated purported re-
turns, false documents and ficti-
tious profits.”

Mr. Chais, 82 years old, ran an
exclusive investment pool in Cali-
fornia that placed money with Mr.

Madoff. He is facing lawsuits from
investors, including Oscar-win-
ning screenwriter Eric Roth, who
wrote “The Curious Case of Ben-
jamin Button.”

Eugene Licker, an attorney for
Mr. Chais, said his client “is sad-
dened by the Trustee’s suit and out-
raged by the very public way in
which the Trustee has proceeded, in-
cluding suing Mr. Chais’ children
and their spouses and referring to
Mr. Chais’ grandchildren, none of
whom had any decision making in-
volvement in the investments.”

FUND SCORECARD

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

A WSJ NEWS ROUNDUP

Japanese stocks rose Friday as a
weakened yen helped exporters and
hopes for a recovery in China gave a
boost to trading houses, shippers and
steelmakers.

The Nikkei Stock Average of 225
companies briefly topped 9000 for

the first time since
April 16 before end-
ing up 1.7% at
8977.37, its highest
close since Jan. 7. A

3.1% rise for the week halted a two-
week losing streak.

Nikko Cordial senior strategist
Tsuyoshi Kawata said that hedge
funds and other players had built sell
positions earlier, expecting the mar-
ket to decline before Japan’s Golden
Week holiday, which began Saturday.

Japanese markets will be closed
Monday through Wednesday. Many
Asian markets, including Shanghai,
Hong Kong, Seoul and Mumbai,
were closed Friday for May Day and
other holidays.

“Sentiment is improving be-
cause of recent economic indica-
tors, spurring hopes that the global
economy may be bottoming out,”

Mr. Kawata said.
China’s latest purchasing man-

agers’ index, released during To-
kyo’s morning session and coming
after other upbeat data such as Ja-
pan industrial output and U.S. per-
sonal consumption, helped confirm
recovery hopes. China’s PMI rose to
53.5 in April from 52.4 in March.

The result was that in Tokyo, Ito-
chu jumped 9.9% and Nippon Steel
rose 5.5%. The Topix wholesale trad-
ing subindex was the days’s top-per-
forming sector, adding 5.1%. Also,
Marubeni gained 9.3%, and Mitsub-
ishi Corp. climbed 6%.

Among exporters, Canon ad-
vanced 6.1% after it raised its operat-
ing-profit forecast for 2009, and Ni-
kon gained 3.4%. Fujitsu soared 18%
on a higher-than-expected profit
forecast.

Markets in Australia and New
Zealand were down less than 1%.

In Sydney, trading in Macquarie
Group remained suspended after
the company said Thursday it was
considering a capital-raising pro-
posal. It raised the funds late Friday,
after it announced its net profit for
the year ended March 31 fell 52%.

S&P sees concerns in Dubai debt

NYSE achieves cost surprise
Net beats forecasts,
as expenses fall 11%;
more cuts planned

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

By Chip Cummins

DUBAI—Standard & Poor’s Rat-
ings Services raised fresh questions
about this city-state’s willingness to
support its indebted government-re-
lated corporations, after the agency
learned one of those companies was
keeping open the option of restruc-
turing debt due this year.

S&P said last week it would review
the credit ratings of six government-
related companies and two specific
debt issuances for possible down-
grades. It said the decision was made
after it learned from Dubai World, a

government-owned conglomerate,
that “all options,” including debt re-
structuring, were being considered in
dealing with outstanding liabilities at
its property-development subsidiary.
The unit, Nakheel, one of Dubai’s big-
gest builders, has a $3.5 billion bond
coming due this year. Nakheel repre-
sentatives said “a number of options
are being considered with regard to”
the expiring debt.

Amid a real-estate market crash
here, sales of property have dried
up, squeezing developers.

S&P doesn’t rate Nakheel or Dubai
World. But the possibility of a restruc-

turing “stands at odds with our prior
expectation” that Dubai is committed
to helping its companies honor debt
obligations in full, Farouk Soussa, an
S&P analyst, said in a statement.

Dubai and its corporate entities
have nearly $19 billion of debt com-
ing due this year and next, according
to EFG-Hermes. Making good on
those debts is critical for Dubai’s
bruised reputation in the debt mar-
kets. But bankers complain about a
lack of transparency both from the
government-backed corporations
seeking overseas borrowing and
from Dubai’s government.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

Trustee sues Madoff investor for return of funds
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FRAUD
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A WSJ News Roundup
New York Stock Exchange parent

NYSE Euronext posted a 55% drop
in first-quarter net profit amid pric-
ing pressure in cash markets and vol-
ume declines in Europe, but the re-
sults beat expectations and the ex-
change operator pleased investors
with a surprising decline in costs.

The company, which also oper-
ates futures and options exchanges
and four European stock markets
(Paris, Amsterdam, Brussels and Lis-
bon), on Thursday said first-quarter
expenses fell 11% from the previous
quarter due to efforts to streamline
its trans-Atlantic operations.

The company’s shares rose 2.9%
on Thursday and another 0.6% on
Friday to $23.17 on the New York
Stock Exchange.

The company said it expects
$100 million more of cost savings
this year and has scaled back a
planned investment in a Qatar ex-
change. “They were able to acceler-
ate expense savings quicker than
people would have expected,” said
Chris Allan, an analyst at broker-
dealer Pali Capital.

Fox-Pitt Kelton analyst Edward
Ditmire wrote in a note to clients
that the first-quarter results were
“a welcome reversal of a string of
weak reports.”

NYSE Euronext reported first-
quarter net income of $104 million,
or 40 cents a share, down from $230
million, or 87 cents a share, a year
earlier. Revenue slipped to $1.14 bil-
lion from $1.21 billion.

Chief Executive Duncan Nieder-
auer said the exchange operator has
taken hits on both sides of the Atlan-
tic as smaller electronic-trading
platforms have nibbled away at
NYSE Euronext’s market share with
lower prices.

The company has sought to com-
pete by introducing changes to its
U.S. equities-pricing program and
launching its own electronic plat-
forms in Europe, but Mr. Niederauer
said there is a limit to how much the
exchange will cut prices. “We will not
chase share at the expense of profit-
ability or join the race to the bottom
being pursued by some competi-
tors,” he said.

Michael Geltzeiler, chief finan-
cial officer for NYSE Euronext, said
in an interview that the pricing is-
sue remains a challenge because
“some of our competitors don’t
seem to have a profit motive.”

Average daily volume in Euro-
pean cash markets fell 17% in the
first quarter, while derivatives trad-
ing volume in Europe slid 17%.

U.S. volume increased in both
cash and derivatives trading. NYSE
Euronext handled about four billion
shares traded each day in U.S. cash
equities markets, an increase of 15%
from the year-earlier quarter. U.S.
derivatives trading increased 17%.

24 MONDAY, MAY 4, 2009 T H E WA L L ST R E ET JO U R NA L .



U.S. follows Dutch lead in Afghanistan
Netherlands’ mission is development, not just fighting; a role model for lessons in combating the Taliban

A Dutch soldier in Afghanistan talks with local people, in a photo provided by the Netherlands’ defense ministry.

The U.K. ended its combat mis-
sion in Iraq on Thursday after six
years and 179 deaths, leaving the
south of Iraq in relative stability but
the British military’s reputation suf-
fering collateral damage.

The U.K. military—with a centu-
ries-old reputation as a powerful
fighting force—has been severely cut
in recent years, reflecting the coun-
try’s diminished role in global affairs
since World War II. Despite the cuts,
London has made heavy demands on
the military, which has fought along-
side the U.S. in global hot spots such
as Iraq and Afghanistan.

Facing a dour economy and stag-
gering government debt, the U.K. is
widely expected to shrink its mili-
tary power further still, despite criti-
cism at home that the forces are so
poorly funded they are ill-equipped
for the roles they are asked to play.
Such cuts are sapping strength from
U.S.-backed military efforts in
places like Afghanistan.

The U.K. government says it re-
mains committed to the military—
still one of the world’s largest—but
wants armed forces tooled to fight
modern conflicts, such as countering
terrorist activities in failed states,
rather than large-scale battles.

On Thursday, Britain’s 20th Ar-
moured Brigade finished its last pa-

trol in southern Iraq. By July, the U.K.
wants to whittle the 4,000 troops it
has left in Iraq to 400, who will stay on
to train the Iraqi military. The depar-
ture follows a move Wednesday by
Prime Minister Gordon Brown to es-
sentially rule out sending more troops
on a long-term mission to shore up the
North Atlantic Treaty Organization’s
operation in Afghanistan.

The U.K.’s defense ministry says
it has contributed to a raft of accom-
plishments in Iraq. Three times as
many people in the city of Basra and
the surrounding area have access to
piped water than in 2003, the minis-
try says; 10% more children go to
school; and in 2005 the country held
its first democratic elections in
more than 30 years.

“Thanks to your efforts the Iraqis
are firmly in the lead for security in
Basra and have proved to be fully up
to the task,” the army’s chief of the
general staff, Gen. Sir Richard Dan-
natt, told military staff Thursday.

The achievements of the armed
forces—which are more used to lion-
ization of their role in conflicts such
as the World Wars—have been ques-
tioned at home and abroad in recent
years. The British army has been
criticized for being too passive in
Iraq. But the U.K. government has
taken most of the rap for this, for
withholding both political backing
and resources from the military.

“The government was trying to
get a pint out of a half-pint glass, and
I think Iraq has hurt the army’s repu-

tation significantly,” says Col. Tim
Collins, whose rousing and sobering
speech to his troops before he led
them into battle in Iraq in 2003
made him a cult hero in the U.K.

Since 1997, when Labour came to
power, the number of people in the
U.K. armed forces has been cut 20% to
around 200,000. During that period,
Britain has fought in former Yugosla-
via, Iraq and Afghanistan, and main-
tained a presence in Germany with
NATO troops and in former and cur-
rent colonies such as the Falklands.

Last year defense spending was
equivalent to 2.8% of the U.K.’s gross

domestic product, compared with al-
most 5% in the U.S., according to
Jane’s International Defence Review.

When, in 2003, Britain joined the
U.S. and other coalition forces in in-
vading Iraq and deposing Saddam
Hussein, there was much talk about
its continued fighting prowess. But
as a war between armies was re-
placed by grinding counterinsur-
gency, U.K. forces—despite their suc-
cess fighting guerrilla campaigns in
places such as Northern Ireland—
were withdrawn over time from the
front lines to an airport base on the
outskirts of Basra, in southern Iraq.

Many Basra residents still blame
the British withdrawal in 2007 for
leaving a power vacuum, quickly
filled by radical Shiite militias and
criminal gangs. In March 2008,
when Iraqi security forces moved in
to take Basra back from the militia,
they used only minimal British assis-
tance, instead relying on U.S. forces.

Analysts and former members of
the forces say the British army and
government underestimated the
task in Iraq, and that soldiers had
neither the political mandate, strat-
egy or resources they needed. At the
start of the war in 2003, the U.K. had
46,000 personnel in Iraq. By Janu-
ary 2004, that had shrunk to 8,500.

The U.K. was too quick to adopt a
light touch in Iraq, says Prof.
Michael Clarke, a director of London
think tank the Royal United Services
Institute. It tried to allow Iraqis to
take control, rather than imposing a
strategy on them, he says.

“We judged the best way of break-
ing the cycle of violence was to with-
draw from Basra and put the Iraqis
in the security lead,” a U.K. defense-
ministry spokesman says. “The
Iraqi-led operation … was the culmi-
nation of our long-term strategy.”

The U.K. also points to the im-
proved situation in Basra.

“We live a normal life today and
people stay out late without fear,”
says Ahmed Jassem, who owns a mu-
sic shop in the city’s center.
 —Yochi J. Dreazen in Washington

contributed to this article.

U.K. quits Iraq as cutbacks curb international missions

By Jay Solomon

STROE, the Netherlands—The
Obama administration, which
wants to send hundreds of addi-
tional civilian personnel into Af-
ghanistan, is looking at the Dutch
military’s operations there for les-
sons on how to combat the Taliban.

The civilian deployment is part
of a U.S. focus on economic develop-
ment meant to weaken support for
the Taliban and dry up finances it de-
rives from the opium trade. The civil-
ians will complement the deploy-
ment in the coming months of
21,000 new troops, many of whom
will be posted to southern provinces
where the Taliban are thriving.

The Obama administration, how-
ever, is having trouble finding civilian
experts at the State Department to
send to Afghanistan. Pentagon offi-
cials said they may need military re-
servists to fill any shortfall in the 500
to 600 civilians Secretary of State Hill-
aryClinton is seeking for Afghanistan.

The Netherlands, with nearly
2,000 personnel in southern Uruz-
gan province, has better integrated
the efforts of its military and civil-
ian personnel than the U.S., senior
U.S. officials say.

Dutch soldiers preparing here
for deployment to Afghanistan say
they are ingrained with the concept
that economic development will be
their primary mission, rather than
solely pursuing extremists and Tali-
ban fighters. Diplomats from the
Netherlands’ foreign ministry help
to command the Dutch team in Uruz-
gan, home to 350,000 Afghans, and
aid workers are embedded in the
Dutch effort.

“Over time, there’s been a focus
on pure development” in the Dutch
forces, said Col. Gert-Jan Kooij,
chief of operations for the Royal
Netherlands Army’s 13th Mecha-
nized Brigade, which is deployed in
Uruzgan. “We need to provide de-
fense, but the priority is on develop-
ment and diplomacy.”

Soldiers training in a wooded area
90 minutes outside The Hague de-
scribe their command largely as a pro-

tection force. They hope they can pro-
vide Dutch diplomats and aid work-
ers enough security to build the
roads and agricultural projects
needed to dry up local support for the
Taliban and other militant groups.

The soldiers say that approach
has contained violence. Nineteen
Dutch personnel have died in Af-
ghanistan since the Netherlands
deployed in March 2006, accord-
ing to iCasualties.org.

“Dutch soldiers and civilians
have done excellent work,” Mrs.
Clinton said last week after meet-
ing her Dutch counterpart, Maxime
Verhagen, in Washington. “In fact,
the Dutch ‘3D’ approach—defense,
diplomacy, and development pur-
sued simultaneously … is a model
for our own efforts and the future ef-
forts in Afghanistan.”

The U.S. praise for the Dutch mis-
sion, say Obama administration offi-

cials, reflects Washington’s growing
recognition of the need for political
and economic tools to subdue Af-
ghanistan’s insurgency. U.S. mili-
tary personnel still dominate Ameri-
can reconstruction efforts in Af-
ghanistan, though President Barack
Obama has signaled his intent to
change this dynamic.

The aid workers whom the U.S.
State Department is seeking to de-
ploy will work on building local econ-
omies based on agriculture and
small business that don’t rely on the
opium crop. Experts will also seek to
better establish rule of law and local
police forces, U.S. officials said.

There are 10 U.S. military person-
nel to every one U.S. civilian working
for the U.S. government in Afghani-
stan, say State Department officials.

Mrs. Clinton is seeking to pro-
vide incentives to American diplo-
mats and aid workers to join provin-
cial reconstruction teams.

“We want to get more people
out there working with the Afghan
ministries on the ground,” said a se-
nior U.S. official who traveled to Af-
ghanistan recently to plan for the
civilian effort.

Some officials working on Afghan-
istan note that the Dutch contingent
has a somewhat easier time in Uruz-
gan because the province hasn’t been
a Taliban stronghold like Helmand
and Kandahar provinces, and doesn’t
have as large an opium crop. Still,
many agree Dutch forces have been ef-
fective in understanding that the civil-
ian components of a counterinsur-
gency strategy need to be inter-
twined with the military.
 —Yochi J. Dreazen

contributed to this article.
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By Alistair MacDonald
in London and
Charles Levinson in Baghdad

Shrinking global role
Approximate U.K. military 
personnel deployed to Iraq

Note: Personnel data for March, April 2003 include troops on Operation TELIC outside of Iraq
Sources: U.K. Ministry of Defense; Jane’s Defense Weekly
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The paradox of premiums in U.K. mergers
Offers grow sweeter
as the market crisis
leaves fewer buyers

UBS FICC executive leaves

U.K. corporate brokers
reshuffle amid downturn

By Liam Vaughan

The premium that buyers of com-
panies pay to acquire their targets
appears to be defying the laws of
economics.

As the pool of potential buyers
for an asset shrinks, logic dictates,
the less the seller should get. Pri-
vate-equity funds are closed for busi-
ness, and even willing buyers find it
hard to secure financing. Those few
who are willing and able to buy
might expect to be able to offer the
minimum.

Instead, bid premiums, or the ex-
tra cash offered by bidders above a
company’s share price, have in-
creased since the financial crisis be-
gan.

According to data provider Dea-
logic, the average per-share price of-
fered for a U.K. company in the first
three months of the year was 38%
higher than the company’s share
price a month before the offer was
made. That is the highest average
one-month premium since the sec-
ond quarter of 2000, shortly after
the stock market peaked. In Europe,
the average one-month premium
was 29.5%, its highest level since the

fourth quarter of 2001.
These so-called one-month pre-

miums are often cited as the most
useful because market rumors
about an imminent offer can push
up a target’s share price in the days
leading up to the announcement.

However, one-day and one-week
premiums tell a similar story. The av-
erage price offered for U.K. targets
in the first quarter was 30% higher
than their share prices the day be-
fore and 43% higher than one week
earlier. In 2006, the average one-
day premium was 10% and the aver-
age one-week premium was 11%.

One technical reason for this par-
adox is that some companies’ equity
prices have fallen beneath what
some see as the companies’ true
value. Strategic buyers can justify
paying a high premium while still
claiming a bargain. Oracle’s offer of
$9.50 per share for Sun Microsys-
tems on April 22 represented a one-
day premium of 42%—but Sun had
been trading at $16 a year before
and $24 two years before. For Ora-

cle, the strategic imperative of add-
ing to its software capabilities at the
expense of rival IBM may have justi-
fied offering a large premium.

“It is still very hard to secure fi-
nancing, so only quality deals make
it through, and they attract the high-
est premiums, said Marco Bruscetti,
global head of mergers, acquisitions
and restructuring at consultant Tow-
ers Perrin. “When somebody values
a business, they will do so in isola-
tion and come up with a figure. If
you think you know more than the
market, then you get a deal, even if it
is at a reasonably large premium.”

Because global equity markets
have fallen so far in recent months,
buyers are being forced to offer
higher premiums to convince some
shareholders and company boards,
who believe that their business is
still worth what it was trading at be-
fore the collapse in stock prices over
the past year. Compared to 12
months ago, however, the price is
still a bargain.

“Corporates don’t want uncer-
tainty in today’s market, which is
why they will go for a bear-hug offer
to ensure recommendation from the
board,” said Scott Moeller, director
of M&A research at the Cass Busi-
ness School at City University in Lon-
don. “If you are making a bid, you
don’t want to walk away with noth-
ing and you don’t want to enter into
a protracted offer period.”

Last week, Apollo Global Inc., a

joint venture between private-eq-
uity groups Apollo Group Inc. and
Carlyle Group LP, offered 620
pence ($9.25) per share for busi-
ness-training company BPP Hold-
ings PLC, a premium of 70% to
BPP’s 365 pence share price the day
before. BPP, which traded at 738
pence at the end of 2007, had sunk
to below 300 pence by the begin-
ning of March. Apollo Global’s offer
enabled investors to escape some
of their losses. For BPP, the opportu-
nity to enter the professional-quali-
fications market at a time when reg-
ulators are stepping up their em-
phasis on business training may

have warranted the premium.
Apollo’s re-entry to the M&A mar-

ket is, however, rare for a private-eq-
uity fund. Mostly, private-equity
funds haven’t been making pur-
chases, which itself has driven up
premiums.

Most recent deals have been
made by companies for strategic rea-
sons. They are usually willing to pay
more than private-equity funds,
which are motivated more by the fi-
nancial aspects of a deal and the
need to pay down debt quickly.

When U.S. pharmaceuticals
group Pfizer offered $68 billion for
rival Wyeth, the largest announced
deal so far this year, it appeared to
have done so on the grounds that
the merger’s benefits outweighed
the 39% one-month premium re-
quired to guarantee success.

Pfizer was unlikely to face rival
bidders, but it may have been pre-
pared to offer a hefty premium be-
cause Wyeth represented a solution
to the impending expiration of its lu-
crative drug patents.
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By Liam Vaughan

Collins Stewart Ltd. and KBC
Peel Hunt Ltd. were among the big-
gest losers in a reshuffle of corpo-
rate brokers used by small-cap com-
panies listed on London’s AIM jun-
ior market.

U.K. companies retain corporate
brokers to offer advice and research
on the stock markets, as well as to
sell a story of the company to inves-
tors and assist with fundraising.

Some traditionally dominant
players in the broking market, such
as UBS AG and Merrill Lynch, have
struggled in the downturn while oth-
ers deliberately pulled back broking
for small-cap companies. Dresdner
Kleinwort, the investment bank of
Dresdner Bank Group, earlier this
year told its non-German clients
that it would no longer make mar-
kets in or research non-German com-
panies, affecting 70 U.K. firms.

Collins Stewart fell from second
place to fourth in the Hemscott rank-
ings of companies with the most cor-
porate-broking clients, as its client
total fell by 11 in the first quarter to
63. KBC Peel Hunt also dropped two
places to finish fifth after losing 10
clients, leaving it with 60. Collins
Stewart couldn’t be reached for com-
ment. KBC Peel Hunt declined to
comment.

Seymour Pierce Ltd. consoli-
dated its position at the top of the
rankings after increasing its AIM-
listed client base to 82, from 79.

Arbuthnot Securities added two
clients to its roster, pushing it to sec-
ond, with 67 clients, from fourth.
WH Ireland Ltd. jumped to third,
from fifth, after adding one client.
Its total now stands at 64.

“There are mandates out there to
win, and that provides a great oppor-
tunity to us,” said Neil Kirton, chief
executive of Arbuthnot Securities.

Some companies’
stock prices are
below what some
see as their value.

By Duncan Kerr

A member of UBS AG’s fixed-in-
come, currencies and commodities
executive committee has left.

Steve Dugdale, who was put in
charge of a new quantitative analy-
sis and research group in January as
part of the restructuring of the
bank’s FICC business, resigned on
Wednesday, according to a person
with knowledge of the situation.

UBS declined to comment on the

departure. Mr. Dugdale, who had
worked at UBS for 19 years, was un-
available for comment.

As a result of Mr. Dugdale’s de-
parture, the quantitative analysis
and research group will report di-
rectly to Carsten Kengeter and Jeff
Mayer, global co-heads of the FICC
division.

Mr. Kengeter was named co-
head of the investment bank last
week along with Alex Wilmot-Sit-
well.
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