
The healthiest U.S. banks
are beginning to separate
themselves from their
weaker rivals and are slowly
pulling away from the gov-
ernment’s embrace.

As a result of the govern-
ment’s 2µ-month investiga-
tion into the health of the
U.S.’s 19 largest financial in-
stitutions, J.P. Morgan
Chase & Co., American Ex-
press Co., and Bank of New
York Mellon Corp. won’t be
told to raise additional capi-
tal, according to people fa-
miliar with the matter.

By contrast, regulators
have told Bank of America
Corp. it must take steps to ad-
dress a roughly $34 billion
capital shortfall, the biggest
gap among its peers. Citi-
group Inc. needs to fill a gap
of $5 billion to $6 billion.
Also in need of boosting capi-
tal: Alabama’s largest bank,
Regions Financial Corp.

The formal results of the
government’s “stress tests”
will be released Thursday af-
ter the close of trading, and
are expected to include a
wealth of information about
the industry’s potential
losses.

The move marks the be-
ginning of a new phase for

both the banking sector and
President Barack Obama’s ad-
ministration, which hopes
the stress tests will serve as
a turning point in the indus-
try’s recovery. One reason in-
vestors and depositors fled
large banks several months
ago was because of the uncer-
tainty as to whether the insti-
tutions were even solvent.

“I think this will be a confi-
dence-instilling announce-
ment,” Federal Deposit Insur-
ance Corp. Chairman Sheila
Bair told a Senate panel
Wednesday. “There will be
additional needs for capital
buffers for some institu-
tions, but I think there will
be mechanisms to do that

within the next six months.”
Until this point, both the

Bush and Obama administra-
tions had gone out of their
way to paint all banks
equally, a posture designed
to instill confidence at a
point when financial markets
tottered. Now, some of the
stronger banks will be permit-
ted to repay their bailout aid
and escape the related re-
strictions on compensation
and dividend payments.

White House spokesman
Please turn to page 31

BofA’s big shortfall

Breaking news at europe.WSJ.com
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‘MY PERSONAL REGRET’: U.S. Secretary of State Hillary Clinton, with Afghan President Hamid Karzai,
left, and Pakistan President Asif Ali Zadari, vowed a probe over Afghan civilian deaths. Page 11.

U.S. airstrikes cast a pall over summit

A house divided

At fallen mortgage titan,
tragedy amid the turmoil
News in Depth, pages 16-17
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DJIA 8512.28 +1.21
Nasdaq 1759.10 +0.28
DJ Stoxx 600 208.02 +1.44
FTSE 100 4396.49 +1.37
DAX 4880.71 +0.57
CAC 40 3283.51 +1.81

Euro $1.3302 -0.40
Nymex crude $56.34 +4.64

The same old hatred
In France and much of
Europe, Israel is the Jew
among nations. Page 13

By Christoph Rauwald

FRANKFURT—Porsche Au-
tomobil Holding SE and Volks-
wagen AG, two storied names
in German car making, said
they will merge operations,
uniting 10 auto brands into a
single company.

Following a meeting
Wednesday of the Porsche
and Piech families, who own
Porsche, the auto maker said
a task force representing
both companies will hammer
out details of the new compa-
ny’s structure over the next
four weeks.

Porsche, which holds a
51% stake in VW, said the fam-
ilies discussed proposals laid
out by the executive boards
of Porsche and VW—includ-
ing “capital measures”—and

agreed that the two opera-
tions should be united.

Volkswagen said in a sepa-
rate statement that it wel-
comed the two families’ deci-
sion and pledged to support
the task force working on the
new company’s structure.

Porsche, where the two
families control 100% of the
voting stock, said the task
force will include representa-
tives of VW’s second-largest
shareholder, the German
state of Lower Saxony, and la-
bor representatives from
both companies.

The merger plan marks an
end to Porsche Chief Execu-
tive Wendelin Wiedeking’s
ambitious plan to raise the
company’s stake in VW to
75% and push for an agree-

Please turn to page 31
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are dividing
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n Government ‘stress test’ finds
bank needs $34 billion in
additional capital ............ Page 2

europe.WSJ.com

Porsche, VW agree

to merge operations

By David Enrich,
Damian Paletta
and Daniel Fitzpatrick

Inside

Markets

The EU parliament rejected
an overhaul of the bloc’s frag-
mented phone and Internet
rules, approving by a 407-57
vote an amendment preserv-
ing individuals’ rights online.
Telecom companies had
hoped to ease sales across
national borders Page 2

n Regulators told Bank of
America that it will need to
raise about $34 billion, based
on a stress test. Page 2

n The Lisbon Treaty came a
step closer to adoption, as
the Czech Senate ratified the
controversial pact meant to
strengthen the EU. Page 10

n European businesses are
optimistic about the econ-
omy despite weak retail and
manufacturing data. Page 3

n Renault is evaluating a
two-part deal to expand its
sales in North America under
GM’s Saturn brand. Page 7

n China’s Geely submitted a
bid to acquire Saab from
General Motors as part of an
international push. Page 7

n BMW swung to a first-
quarter loss on weak demand
for luxury cars, and said it
couldn’t provide a reliable full-
year forecast. Page 6

n BNP Paribas had strong
quarterly revenue growth,
but loan write-downs sent
net down 21%. Page 19

n The Dow industrials rose
as bank stocks rallied amid a
flurry of reports on stress-
test outcomes. European
shares gained. Page 20

n Somali pirates seized a
German cargo ship carrying
11 Romanian crew members
in the Gulf of Aden.

n NATO launched military
exercises in former Soviet
Georgia Wednesday after
criticism from Russia and a
brief mutiny in the Georgian
military Tuesday.

n A rights activist and 14
others were freed on bail
Wednesday after Zimba-
bwe’s leaders intervened.

n South Africa’s parilament
elected ANC leader Jacob
Zuma as president.

n An American journalist
jailed in Iran on espionage
charges ended her two-week
hunger strike for health rea-
sons, her father said.

n Oil major Total posted a
36% fall in profit, reflecting
less production and sharply
lower crude prices. Page 5
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What next for the Bank
of England’s bold experi-
ment with quantitative eas-
ing? By early June, the cen-
tral bank will have com-
pleted £75 billion ($113 bil-
lion) of government-bond
purchases. It has permission
to buy as much as £75 bil-
lion more. But with growing
evidence of economic stabili-
zation, will a second dose of
unconventional medicine be
required?

The key is inflation. Con-
sumer prices rose 2.9% in
April, well ahead of the
BOE’s 2% target. But with
the economy operating well
below potential and spare
capacity increasing because
of the recession, inflation is
expected to fall sharply. The
question is whether the
first bout of quantitative
easing, combined with a
stimulus from the deprecia-
tion of sterling and excep-
tionally loose fiscal policy,
will be sufficient to bring
falling inflation back up to
the target.

Meanwhile, it isn’t clear
what yardstick the BOE is
using to judge the success
of quantitative easing. The
original quantitative-easing
announcement talked of

achieving 5% growth in nom-
inal spending—broadly the
2% inflation target plus the
trend output growth of 3%.
Hence the first tranche of
£75 billion, equivalent to 5%
of GDP.

Looked at from this per-
spective, the BOE might be
expected to pause with
quantitative easing in June.
After all, monetary policy
operates with a six- to nine-
month lag effect, which sug-
gests it may be too early to
judge the success of quanti-
tative easing.

On the other hand, the
BOE wants to push down

real interest rates across
the yield curve to stimulate
demand. Having run out of
room for conventional rate
cuts, quantitative easing is
the only way to drive down
yields across the economy.

Yet government-bond
yields, having fallen initially
when quantitative easing
started, have since risen. In
its latest minutes, the BOE’s
monetary-policy committee
worried that if it stopped
buying government bonds,
yields might rise even fur-
ther. So if keeping a lid on
broad interest rates were
the focus, the BOE could be

expected to continue quanti-
tative easing—with the obvi-
ous risk that it goes too far
and triggers a bout of infla-
tion. The tricky bit will be
spotting when that point
has been reached.

In theory, the risk of an
inflationary burst and a
jump in government-bond
yields isn’t as big as some
suppose. The BOE wouldn’t
immediately have to start
selling its government-bond
holdings to reverse the ef-
fects of quantitative easing.
It can mop up the excess
central bank reserves by is-
suing its own commercial
paper and can cool credit
growth by raising interest
rates—but at serious risk of
choking off an economic re-
covery.

In reality, the BOE may
feel inflation is a problem it
is happy to have, compared
with the challenges of the
past 18 months. That points
to the BOE doing too much
quantitative easing rather
than too little. The risk of a
spell of higher inflation and
higher interest rates may be
the legacy of the crisis.
 —Simon Nixon

Europe’s bond bonanza
Just four months in and

the European corporate-
bond market already has
racked up its third-best year
for issuance.

This week, French phar-
maceutical group Sanofi-
Aventis pulled in Œ22 bil-
lion ($29 billion) of orders
for a Œ3 billion bond in just
60 minutes. The explosion
of activity in the bond mar-
kets is remarkable, but is it
sustainable? Perhaps.

First, not all the demand
is real. Some of the recent
outsize orders—luxury-
goods maker LVMH Moët
Hennessey Louis Vuitton,
car maker Volkswagen and
utility Vattenfall have all
seen deals covered many
times over—simply reflect
investors jockeying for posi-
tion, inflating orders in the
knowledge their allocations
will be scaled back. That
said, every deal launched
this year is trading at a
tighter yield premium than
when it was sold, according
to Société Générale. That
suggests there is plenty of
demand even after launch.

Second, demand is com-
ing from a range of inves-
tors. Insurance companies
and fund managers form the
backbone, and there are in-

creased allocations from
pension funds, family of-
fices and retail investors. In
short-dated maturities, non-
traditional credit investors
such as money-market
funds are being enticed by
the return pickups available
over anemic government-
bond yields, bankers say.

Third, while sales of non-
financial bonds are rocket-
ing, issuance of nonguaran-
teed financial bonds has
fallen sharply. Nonfinancial
euro-denominated issuance
may more than double from
2008 levels to a whopping
Œ285 billion this year, ac-
cording to Citigroup fore-
casts. But the drop-off in fi-
nancial-bond sales means
total credit issuance will
rise just 2% to Œ507 billion.

But ultimately the bond
market’s record start to the
year is being driven by the
fallout from the crisis in the
banking sector. Companies
are bypassing bank loan of-
ficers and raising money di-
rectly from investors—with
both of them getting a bet-
ter deal as a result. Disinter-
mediation is the order of
the day, and Europe’s long-
standing reliance on bank
lending is in decline.
 —Richard Barley

Ford puts new Focus on small-car market
Michigan truck plant
is set to produce
revamped model

An SUV moves along the assembly line at Ford’s Michigan Truck Plant in August.
The company is converting the facility to produce small vehicles.

Easing comes, easing goes?

By Matthew Dolan

WAYNE, Mich.—In its heyday,
Ford Motor Co.’s Michigan Truck
Plant generated as much as $3.7 bil-
lion a year in profit building sport-
utility vehicles. Now, the auto maker
has announced plans to convert the
plant to produce a compact car that
never made a profit in the U.S.

On Wednesday, Ford said it will
spend $550 million to transform its
former Michigan SUV plant to pro-
duce a Ford Focus that will be avail-
able globally next year and a battery-
electric powered version, the compa-
ny’s first, by 2011. The company ex-
pects the move will support about
3,200 jobs at a time when the auto in-
dustry has been slashing head count.

Building a profitable Ford Focus
small-car line will require huge
changes in how the vehicles are
equipped and assembled. By one esti-
mate, the earlier-model Ford Focus
lost as much as $1 billion a year. But
Ford believes it now has a new formula
to turn thoselossesinto steadyprofits.

Among the changes planned:
Ford will build the same vehicle here
as in Asia and Europe—allowing for
greater economies of scale. It is also
counting on new union work rules to
reduce labor costs. The Dearborn,
Mich., auto maker aims to revive the
car’s reputation by producing the
battery-powered Focus model, its
first all-electric passenger car.

Of course, higher gasoline prices
also factor in its outlook. Sales of

the Focus and other small cars have
tracked gasoline prices.

“We do need more price cer-
tainty in the marketplace,” Bill Ford
Jr., Ford’s executive chairman, said
in an interview Tuesday.

Meanwhile, Mr. Ford said he op-
posed attempts to increase federal
fuel-economy standards while gas
prices remain low. The administra-
tion of U.S. President Barack Obama
is considering such a move.

“In the United States, clearly we
had been focused on our bigger trucks
and SUVs and made a few small cars
but withouta consistency of purpose,”
addedFord ChiefExecutiveAlanMula-
lly. “We all came to the consensus that
we needed to do more work on that
business case because we absolutely
wanted to serve the U.S. customers for
smaller vehicles,” he said.

Mr. Mulally said as a result of the
world-wide production and ex-
pected labor-cost savings, the Focus
in the U.S. will be “profitable from ini-
tial production” starting next year.

At the heart of the plant’s trans-
formation is a flexible body-shop op-
eration that will allow multiple mod-
els to be assembled in the same
plant. Since 2006, one of Ford’s prior-
ities has been the development of ve-
hicles that use the same architecture.

Ford still must finalize an agree-
ment with the plant’s United Auto
Workers local to achieve the cost
savings needed. Those talks are in
addition to wage and benefit conces-
sions the company won in February
negotiations with the union. The
work-rule changes would allow the
plant to operate similar to Toyota
Motor Corp.’s U.S. plants.

The UAW local and Ford are near
an agreement to limit job classifica-
tions from more than 20 down to a

handful, according to Joe Hinrichs,
Ford’s global vice president for la-
bor and manufacturing. New self-di-
rected work teams will include both
skilled and production employees
working together, a model first ad-
vanced by Japanese auto makers.

For all of Detroit’s auto makers,
the challenge of earning profits on
small cars instead of trucks and
SUVs is enormous. They earned an
average $7,000 in profit per vehicle
on trucks and SUVs, but little or
nothing on small cars. U.S. consum-
ers also have been reluctant to buy
small cars from Ford, General Mo-
tors Corp. or Chrysler LLC because
of the reputation of Japanese com-
petitors for higher quality cars.

“They could always justify the

lack of profitability because they
were making so much money on
trucks and SUVs,” said Rebecca Lind-
land, director of automotive re-
search for North and South America
at IHS Global Insight.

Key to Ford’s new formula is le-
veraging its global reach to build
small cars from the same architec-
ture in every part of the world. It
will make several different models
from that same set of common plat-
forms. Similar to its plan for the new
Ford Fiesta subcompact, Ford will
make the same Focus-based cars in
Europe and Asia, giving the com-
pany global economies of scale.

Over time, the basic architecture
for the new Focus will serve as the
foundation for more than two mil-

lion cars annually around the world,
including derivatives. In the U.S.,
sales of the Focus peaked at some
286,000 vehicles in 2000.

In the past, the U.S.-manufac-
tured Focus bore little resemblance
to its European cousin. A U.S. Focus
retails today for about $17,000, com-
pared with about $30,000 for a fully
loaded European Focus in Germany,
according to John Wolkonowicz, an
IHS Global Insight auto analyst.

A major issue for the new models
is pricing. Ford will need to raise the
car’s average price to generate a
profit. Mr. Mulally said he is confident
that Ford’s new models will allow it to
price its cars higher as U.S. consum-
ers come to view its small cars on par
with its competitors. Ford hasn’t dis-
closed pricing for the new Focus.

First launched in 2000 in the U.S.,
Ford initially aimed the Focus at
young urban hipsters. But the market-
ing alienated much of Ford’s core cus-
tomers. When the Focus arrived from
Europe, early models were stripped
of features to reduce their price, re-
sulting in a less desirable vehicle.

Sales incentives and bulk sales to
commercial and government buyers
led to low resale values and further
damaged the model’s reputation.

But the Focus’s fortunes have im-
proved. Last year, as gas prices ap-
proached $4 a gallon in the U.S., de-
mand for the Focus spiked sharply in
May. Ford will spend $550 million and
reap $160 million in local and state
tax incentives to transform the Michi-
gan plant. The new model could also
be built at Ford’s Louisville, Ky., plant,
which will be converted to produce ve-
hicles from Ford’s new Focus plat-
form. Ford hasn’t said where the new
Focus will be built in Europe or Asia.

—Tess Stynes
contributed to this article.

Misbehaving
U.K. 10-yr gilt yields

Mervyn King, governor
of the Bank of England

Source: WSJ Market Data Group
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CEO Kenneth Lewis will face pressure
as he looks to raise the needed capital.

BofA’s stress-test gap: $34 billion
Regulators’ decision
to trigger scramble
to plug capital hole

Travelocity.com is owned by Sa-
bre Holdings Corp. The name of
Travelocity’s parent company was
misspelled as Saber Holdings in a
Marketplace article in some edi-
tions Wednesday.

EU rejects overhaul of phone, Internet rules

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

By Dan Fitzpatrick

And Damian Paletta

Regulators have told Bank of
America Corp. that the company
needs to take steps to address a
roughly $34 billion capital shortfall
based on results of the govern-
ment’s stress tests, according to peo-
ple familiar with the situation.

Regulators began notifying the
19 financial companies subjected to
the government tests of the results
Tuesday. An official announcement
of the results is expected after the
close of U.S. stock-market trading
Thursday.

At Bank of America, the govern-
ment’s findings are likely to set off a
scramble over how to fill the capital
hole at the U.S.’s largest bank by as-
sets.

The Charlotte, N.C., bank already
has received $45 billion in capital
from the federal government, some
of it to help the bank cover losses
stemming from its purchase of secu-
rities firm Merrill Lynch & Co. in Jan-
uary.

The exact amount of the needed
infusion couldn’t be determined late
Tuesday, and Bank of America offi-
cials either declined to comment or
couldn’t be reached, but the amount
of capital now needed by Bank of
America could exceed what it can

raise by selling assets or more
shares to the public.

As a result, the bank may have no
choice but to convert the govern-
ment’s preferred shares into com-
mon stock.

That would boost the company’s
capital to the level mandated by reg-
ulators but could also leave the U.S.
government as one of Bank of Ameri-
ca’s largest shareholders. In the pro-
cess, the value of the stock held by
existing shareholders likely would
be sharply diluted.

If the U.S. government ends up
with more common stock in Bank of
America, it also could test the
Obama administration’s assertion
that banks receiving “exceptional”
assistance might face the removal of
management or directors.

Government officials have al-
ways viewed Bank of America’s pre-
dicament slightly differently than
problems at other banks. The bank’s
troublesome acquisitions of Merrill
and mortgage lender Countrywide

Financial Corp. likely saved the gov-
ernment from expensive and messy
cleanups that could have exacer-
bated the financial crisis last year.

Still, patience with Bank of Amer-
ica Chief Executive Kenneth Lewis
has worn thin, at least with many
shareholders, following the bank’s
steep losses and controversy over
his handling of the Merrill deal.

Last week, Bank of America
shareholders voted to strip Mr.
Lewis of his duties as chairman. The
company’s board has shown no
signs publicly that its support for
Mr. Lewis is wavering.

Bank of America executives ob-
jected to preliminary findings of the
tests, in which the bank was told
that it may need to raise more capi-
tal.

The final results suggest that the
government wasn’t willing to budge
substantially from its initial results,
despite Bank of America’s response.

It isn’t clear what Bank of Amer-
ica did to try to sway regulators from

the preliminary findings, or whether
executives still are trying to do so.

Bank of America has suggested
privately that it views a government
stake as its last option, and would
pursue that scenario only after its
other alternatives are exhausted.
The bank already is hunting for a
buyer for the First Republic banking
unit, acquired as part of the Merrill
purchase, and is considering selling
asset-management unit Columbia
Management.

Bank of America also has said
that it could sell shares in China Con-
struction Bank to address any capi-
tal needs. A lockup provision on
roughly a third of its stake in the Chi-
nese bank is set to expire Thursday.
Executives have discussed the possi-
bility of a new share offering if Bank
of America’s stock price climbs
higher, according to people familiar
with the situation.

Late Wednesday afternoon in
New York, Bank of America shares
were up $1.74, or 16%, at $12.85.

As recently as April, Mr. Lewis in-
sisted that Bank of America didn’t
need more capital. But at last week’s
annual meeting, he was more circum-
spect. “We think we’re fine, but it’s
now out of our hands,” Mr. Lewis said.
 —Deborah Solomon

contributed to this article.
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By John W. Miller

BRUSSELS—The European
Union’s Parliament rejected an over-
haul of the bloc’s fragmented phone
and internet rules Wednesday by
adding an amendment, lobbied for
by bloggers, that gives accused In-
ternet pirates the right to a hearing
before authorities shut down their
Web access.

The move, approved 407 votes to
57, was criticized by telecom compa-
nies who had hoped it would ease
the selling of their services across
national borders. Analysts and EU
officials said parliamentarians, who
often go unnoticed in Europe, were
seeking publicity ahead of elections
June 4 to 7.

Under the EU’s complex law-mak-
ing process, the so-called telecom

package is dead until at least late
2010, EU officials said. It could have
become law Wednesday only if the
Parliament had accepted the entire
package.

Representatives of the EU’s 27 na-
tional government will vote June 12
to decide whether to accept the Par-
liament’s change. They are likely to
reject the idea, possibly prolonging
negotiations into the next decade.

The ambitious package of laws,
two years in the making, included
setting up an EU-wide telecoms reg-
ulator in Brussels, and laws giving
customers the right to quickly
change companies while keeping
the same phone number and stop-
ping Internet providers from slow-
ing down the Web sites of competi-
tors like Skype.

Big European phone and Internet

companies supported the package
because it would have harmonized
rules, making it easier for firms to
sell their services across national
borders. Wednesday’s vote is
“highly regrettable,” says Michael
Bartholomew, director of the Euro-
pean Telecommunications Network
Operators Association, a Brussels-
based lobby group.

French parliamentarian Guy
Bono says he suggested the amend-
ment guaranteeing judicial review
before shutting down Web accounts
to “stand up for the rights of all Inter-
net users.” France is mulling a law
that would close the Internet ac-
count of anybody caught pirating
music or movies.

Mr. Bono’s idea gathered steam
online. Blackout Europe, a 10-lan-
guage Web site, whose slogan is “We
believe in a free Internet,” orches-
trated the campaign, and parliamen-
tarians received thousands of
emails, said EU officials.

“Several MEPs wanted to make a
statement on upholding these
rights” ahead of the election, says Pi-
eter Cleppe, head of the Brussels of-

fice of Open Europe, a London-
based think tank critical of the EU.
Only a third of Europeans know elec-
tions are taking place next month,
and turnout has fallen six straight
times.

Malcom Harbor, the British Con-
servative Parliament member
whose committee prepared the
laws, says the amendment was
passed “with the elections in mind.”
The Parliament, he says, “doesn’t
even have the right to tell EU mem-
bers how to run their judicial sys-
tems.”

Viviane Reding, the EU commis-
sioner who co-wrote the new rules,
tried to put a positive spin on the
vote. She welcomed the Parlia-
ment’s “strong endorsement” and
declared her support for the amend-
ment.

National governments criticized
the Parliament’s vote. “We regret
that the Parliament didn’t respect
the previous compromise,” says
Michèle-Ann Okolotowicz, a spokes-
woman for the French mission to
the EU. “For consumers, it’s unfortu-
nate.”
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Monsanto sues DuPont over soybean seed Porsche, VW join operations

By Emily Steel

Online display ads are taking a
hit, with many marketers question-
ing their effectiveness. Now, some
Web companies are trying to
breathe new life into the format.

Businesses ranging from ad-
technology start-ups to Web pub-

lishers are increas-
ing the size and
beefing up the qual-

ity of display ads, which border
Web pages and can include pictures
or video.

They are also changing payment
models and measurement systems
for the ads and commissioning re-
search in a bid to document their im-
pact.

VideoEgg, a San Francisco digi-
tal-advertising firm in which WPP
owns a minority stake, unveiled a
new product Wednesday aimed at
helping marketers find Web sites
where their ads are likely to attract
consumers’ attention.

VideoEgg is coupling the new
product with a “cost per engage-
ment” pricing model, in which mar-
keters pay for an ad only when a con-
sumer reacts to it. Typically, mar-
keters buy display ads based on the

number of “ad impressions” deliv-
ered—or times an ad is shown on a
Web page.

“Everything comes down to un-
derstanding when you have consum-
ers’ attention. An impression
doesn’t mean that someone is
spending 30 seconds with your
brand, like it used to on television,”
says VideoEgg Chief Executive Matt
Sanchez.

VideoEgg’s “engagement” ads
can appear in the usual slots for dis-
play ads. In a recent campaign for
New Balance ZIP athletic shoes, in-
structions below a display ad for
the shoes said, “Hover for video.”

When someone clicked on the ad
or hovered a mouse over it, the ad
expanded across the entire Web
page, revealing a video, informa-
tion about the shoe and a locator
map for stores where it was avail-
able.

The shoe maker paid for the ad
only when it attracted a consumer
and expanded across the page.

Especially in a recession, when
every ad dollar counts, marketing
executives say they are seeking out
such advertising models. But mar-
keters also point out some disadvan-
tages of the innovations.

For example, it’s hard to fit the
new pricing models into existing
budgets. And as major Web publish-
ers have yet to adopt the new
model, it is limited to the network
of sites on which VideoEgg sells
ads. Marketers have to create new
ads to run on other sites.

“The onus is on the creative to
be interesting, engaging. If your cre-
ative isn’t good, then you aren’t go-
ing to create engagement,” says
Jeff Marshall, managing director at
Pixel, a digital creative agency
owned by Publicis Groupe.

Ad-technology firm Eyeblaster
is among the companies trying to re-
vive the display ad. It plans to intro-
duce new tools to help marketers
track how their display ads perform
in comparison with TV.

Meanwhile, PointRoll, which is
owned by Gannett, has started im-
proving the technology in its ads to
allow advertisers, for example, to
change featured products based on
what they have in stock.

As big Web publishers see con-
tinued pressure on display ads,
they, too, have started to redesign
their pages, trying to boost demand
and provide marketers with fea-
tures they can’t buy through ad net-

works, which broker ads on behalf
of a group of Web sites.

MTV Networks Digital Fusion ad-
vertising group is rolling out new
online ads that mix MTV’s entertain-
ment content into the ads. A recent
campaign for AT&T on MTV.com fea-
tured a music-themed trivia game.
The prize: access to a secret vault of
music videos. MTV is owned by Via-
com.

MSNBC.com, which is owned by
General Electric, is rolling out a
new Web page design that includes
bigger display ads and the opportu-
nity for marketers to be the exclu-
sive advertiser for a section of the
site and other features that mix ad-
vertising with news or entertain-
ment features.

There’s still a lot of persuading
to be done. Demand for display ads

has ebbed, particularly as the rate
at which consumers click on display
ads bottoms out at a fraction of a
percentage point.

Meanwhile, as Web sites prolifer-
ate and continue to create new con-
tent and extra pages, the supply of
display ads has become nearly limit-
less.

While total U.S. online ad spend-
ing is expected to grow at a 4.5%
clip this year, spending on display
ads, the second-largest online ad
format, is projected to decline 4.6%
to $4.7 billion, according to re-
search firm eMarketer. (Spending
on search ads, the largest format, is
expected to grow 13.4%.)

Revenue from display ads on
sites Yahoo owns, such as Yahoo Fi-
nance and Yahoo Mail, fell 13% in
the first quarter, following a 2% de-
cline in the fourth quarter.

“Not many marketers have been
impressed by the performance of
display ads,” says Carrie Frolich,
managing director of digital media
for Mediaedge:cia, part of WPP’s
Group M media-buying unit.

“The argument to continue to
pay premiums for these ads is not
there,” she added.

Web firms try new strategies to spruce up online display ads

Some U.S. banks pass stress tests, won’t need capital
FROM PAGE ONE

There’s still a lot of
persuading to be
done. Demand for
display ads has ebbed.

By Scott Kilman

The crop-biotechnology wars
are heating up again, with Mon-
santo Co. filed a seed patent-in-
fringement suit against archrival Du-
Pont Co., which responded by call-
ing Monsanto a monopolist.

The lawsuit, filed Monday in fed-
eral district court in Monsanto’s
hometown of St. Louis, is aimed at
forcing DuPont’s Pioneer Hi-Bred
seed business to dismantle a herbi-
cide-resistant soybean plant that
DuPont hopes to begin selling to
farmers in 2011.

The new seed contains two genes
that have been modified to make the
plant tolerate herbicides. One is a
DuPont gene that allows the soy-
bean plant to tolerate exposure to
glyphosate-based weedkiller as well
as to another herbicide called aceto-
late synthase.

The seed project has long been
touted by DuPont, of Wilmington,
Del., as part of its strategy to offer
farmers an alternative to herbicide-

tolerant soybeans using Monsanto
biotechnology. Such crops are popu-
lar with farmers because they make
weed control much easier.

The suit was prompted by the
other gene, developed by Monsanto.
Monsanto argues in its suit that the
2002 contract that gave DuPont ac-

cess to Monsanto’s gene prohibits Du-
Pont from combining it with any
other company’s glyphosate-tolerant
gene in the same plant.

DuPont says Monsanto’s prohibi-
tion on combining its genes with
those of other companies to form
new seeds, called “stacking,” in the in-
dustry, was neutralized in 2008 when

the U.S. Justice Department ordered
Monsanto to abandon similar restric-
tions on cottonseed breeders.

“Monsanto’s so-called ‘stacking’
restriction is one of many practices
that Monsanto engages in to limit the
availability of competitive products,”
DuPont said in a statement, which
added that “seed companies should
be able to offer combinations of traits
and germplasm without restrictions
imposed by trait providers that at-
tempt to limit those combinations.”

Monsanto, DuPont’s Pioneer unit
and other seed companies tangled of-
ten in courtrooms in the late 1990s
and earlier this decade over control
of genetically modified seeds. In re-
cent years, DuPont has claimed that it
was close to breaking its dependence
on Monsanto for the biotechnology
to make herbicide-tolerant crops,
which are popular with farmers be-
cause it makes weed control much
easier. Nonetheless, DuPont said it de-
cided to incorporate Monsanto’s
Roundup Ready gene because the
combination increases crop yields.

ADVERTISING

DuPont says
Monsanto’s
prohibition was
neutralized in 2008.

ment that would give him full ac-
cess to VW’s cash reserves.

In January, Porsche, which is
based in Stuttgart, raised its stake
in VW, Europe’s largest auto maker
by sales, to 51%. But, in doing so, Por-
sche’s net debt almost tripled to Œ9
billion ($12 billion), amid tight
credit markets and slumping global
auto sales, sparking fears among in-
vestors about its finances.

Porsche has been reaping huge
big profit from its shareholding in
VW since it started quietly to accu-
mulate its stake in 2005, when the
Wolfsburg-based company was un-
dergoing a painful restructuring
amid dwindling sales and earn-
ings.

In the fiscal first half, ended
Jan. 31, Porsche’s net profit more
than quadrupled to Œ5.55 billion,
from Œ1.26 billion a year earlier.

Pretax profit jumped to Œ7.34 bil-
lion from Œ1.66 billion, with the in-
crease stemming largely from cash-
settled option transactions in VW

shares. Income from such transac-
tions rose to Œ6.84 billion from
Œ850 million a year earlier.

But as credit markets turned
sour, Porsche faced increasingly
stiff headwinds from its banks. Por-
sche’s Œ10 billion loan refinancing
had a nail-biting end after a late-
night conference call in March be-
tween the company and the banks
because of the reluctance on the
part of some lenders to participate
in the deal.

Adding to Porsche’s obstacles at
VW was the so-called Volkswagen
Law, which gives Lower Saxony
veto power on important company
decisions through its stake of just
above 20%. This effectively pre-
vented Porsche from exercising the
voting power it would usually have
through a majority shareholding.

The German government has
shown little willingness to abolish
the VW Law despite criticism from
the European Commission.

—Carol Dean contributed
to this article.

Continued from first page

Robert Gibbs declined to rule out
the possibility that the stress tests
could lead the government to push
out some top executives at banks.
“We’ll have to wait and see what…
these individual tests bring,” he
said at a briefing. The results could
also propel the breakup of some of
the country’s largest institutions
into smaller, more manageable
pieces. Citigroup and Bank of Amer-
ica have already begun shedding
assets.

The testing process “does end
what I would call the ‘convoy’ or
‘herd’ period where the govern-
ment tried to keep everyone look-
ing pretty much the same under
the same conditions,” said Arthur
Wilmarth, a law professor at
George Washington University
Law School. “Now they are going
to have to say in fact some banks
are better off than others.”

One major question is what hap-
pens to hobbled regional banks, es-
pecially in the Midwest, that could
have a hard time finding extra capi-
tal. Many are facing a deluge of bad
loans to finance residential and
commercial properties.

Investors have greeted the re-
sults, many of which have been re-
ported in recent days, mostly with
enthusiasm, based on the idea that
the damage could have been
worse. The Dow Jones Industrial
Average on Wednesday rose 101.63
points to 8512.28, while shares of
several stress-tested banks, includ-
ing Bank of America, Citigroup,
Fifth Third Bancorp, KeyCorp and
PNC Financial Services Group,
had double-digit percentage gains
on the day.

Banks are being told to boost
their capital not because they are
currently in trouble, but because
regulators think they don’t have a

big enough buffer to survive if the
economy worsens in coming
months.

Administration officials con-
tinue to believe many banks will be
able to add to their capital without
tapping the Troubled Asset Relief
Program’s remaining $109.6 bil-
lion. They are optimistic that much
of the money will come from pri-
vate investors or from selling
assets.

Those that can’t tap private
markets would be encouraged to re-
plenish their buffers through a
new form of capital created by the
Treasury Department, known as
“mandatory convertible pre-
ferred” shares. Banks would swap
the government’s existing pre-
ferred stakes for this new type,
which would convert into common
equity only if the bank posts losses
in the future.

That would allow the U.S. to re-
capitalize banks without control-
ling them. By keeping the invest-
ments as preferred stakes, at least
for the time being, the government
would remain a passive investor,
helping it defer tricky questions
about how deeply it would engage
in banks’ daily operations. Only if
it took common equity would the
government gain voting rights and
board seats.

Bank of America, which has the
largest need to replenish its capi-
tal of any of the tested banks, in-
tends to outline its strategy Thurs-
day, according to people familiar
with the matter. It believes it has a
number of options and isn’t in
need of new government capital. It
doesn’t agree with the govern-
ment’s findings and intends to
spell out those differences in a con-
ference call.

One option would be to convert

about $33 billion in private pre-
ferred shares into common stock,
allowing it to avoid the prospect of
federal ownership while increas-
ing a key measurement of capital.

It also could unload business
units such as private bank First Re-
public and asset manager Colum-
bia Management, which collec-
tively could fetch $4 billion, ac-
cording to analyst David Hendler
of CreditSights Inc. Another $8 bil-
lion could be raised with a partial
sale of its stake in China Construc-
tion Bank.

The company also believes it
may outperform the government’s
projections, which would reduce
its burden over time. It could also
sell common shares if its stock
rises higher. If these moves don’t
fill the hole, Bank of America could
convert the government’s existing
$45 billion investment into com-
mon stock or mandatory convert-
ible preferred stock.

Continued from first page
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Slowdown eases
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Airbus cuts jet output
This year, deliveries
of A380 superjumbo
to fall to 14 from 18

Euro-zone retail sales
post record declines

LEADING THE NEWS

By Daniel Michaels

Airbus cut its planned produc-
tion of A380 superjumbo jetliners
this year to 14 planes from 18, in a
move that threatens to further de-
lay the long-troubled plane’s pros-
pects for turning a profit.

Unlike previous setbacks, which
were caused by problems building
the world’s largest passenger plane,
Airbus blamed the latest reduction
in output on the global economic cri-
sis and its impact on airlines.

“Customers approached us, and
we are adapting our schedule to
their needs,” said Airbus spokes-
man Stefan Schaffrath. As recently
as mid-March, Airbus had said it ex-
pected to deliver 18 A380s this year.

The cut is at least partly linked to
previously announced delivery defer-
rals at Australia’s Qantas Airways
Ltd. and Dubai’s Emirates Airline,
people familiar with the matter said.

Airbus said the reduction will
have “no significant impact” on
earnings before interest and taxes
this year. Airbus, a unit of Franco-
German European Aeronautic De-
fense & Space Co., said it “will take
mitigating actions against the nega-
tive effects” of the shift on free cash
flow, such as purchasing fewer com-
ponents.

Airbus said it plans to deliver
“more than 20” superjumbos next
year. Airbus Chief Executive Tom
Enders last May said Airbus hoped
to deliver between 30 and 40 super-
jumbos in 2010. Airbus has firm or-
ders from 16 customers for 200
A380s, which carry a catalog price
of $327 million each, although early
customers received significant dis-
counts, airline officials have said.

The superjumbo has been
plagued by troubles since its first
flight in 2005, when Airbus an-
nounced that initial deliveries
would be six months late. Airbus
later announced more delays due to
production problems that pushed
the plane program more than two
years behind schedule and several
billion dollars over its original $12
billion budget.

Airbus initially said the program
would break even when it sold 270
superjumbos. In late 2006 it raised
that figure to 420 planes, and has
since stopped communicating a
break-even figure. Extrapolating
from currently announced produc-
tion rates, Airbus will deliver
roughly 155 superjumbos by the end
of 2013, according to AeroTransport
Data Bank, a French company that
tracks airplanes.

Mr. Schaffrath at Airbus said the
European jet maker sees a market
for 1,200 very large aircraft over the
next 20 years. Airbus currently has
roughly 90% of that market, which
includes an updated version of U.S.
rival Boeing Co.’s older 747.

The cut in A380 output comes
amid a string of production cuts on
smaller models at Airbus, Boeing
and Brazil’s Empresa Brasileira de
Aeronautica SA as airlines world-
wide struggle with plunging passen-
ger demand.

Airbus in February said it would
cut deliveries of its popular single-
aisle models to 34 planes a month
from 36 and consider further cuts.

Boeing in April said it would cut
production of its large 777 model to
five planes a month starting in
mid-2010 from seven planes a
month now. Embraer early this year
also announced production cuts.

Airbus on Wednesday reiterated
plans to deliver roughly as many
planes overall this year as it did last
year, when it produced 483 jetlin-
ers, a record level.

The superjumbo cuts come as Air-

bus was continuing deliveries to
Emirates, Qantas and Singapore Air-
lines Ltd., which already fly the
plane, and preparing for the first de-
liveries to Air France-KLM SA later
this year and Germany’s Deutsche
Lufthansa AG early next year.

Qantas, which already has three
superjumbos in its fleet, said last
month that it will take its next
three A380s this year but defer the
following four. One of those four

was planned to be delivered this
year and the rest in 2010, according
to a person familiar with the air-
line’s plans.

Emirates President Tim Clark
said in March that the airline ex-
pects to get seven A380s in its cur-
rent fiscal year, but one of those de-
liveries has shifted from December
to next January.

—Stefania Bianchi
contributed to this article.

By Joe Parkinson

And Nicholas Winning

LONDON—European businesses
remain optimistic about the econ-
omy despite fresh evidence that the
retail and manufacturing sectors
continue to feel the pinch of the glo-
bal slowdown.

Business in Europe’s manufactur-
ing and services sector shrank at a
slightly slower pace last month,
while other sectors of the economy
continue to contract rapidly.

The Markit Economics research
group said Wednesday that its com-
posite purchasing managers index
for the euro zone rose to 41.1 in April
from 38.3 in March. A measure be-
low 50 in the index reflects contract-
ing business activity in the 16-coun-
try euro zone.

Business expectations were the
most optimistic in 15 months for
Spain, and in 10 months for Ger-
many and France. Expectations for
activity surged to 54.5—their high-
est level in nine months, indicating
that businesses expect activity to ex-
pand over the course of next year.

“Business levels clearly contin-
ued to contract sharply as we en-
tered the second quarter, and firms
are having to cut prices to compete
in the face of falling demand, which
will hurt profits,” said Chris William-
son, chief economist at Markit. “But
businesses seem to sense that the
worst is now over with confidence
climbing to a 10-month high.”

Official data out Wednesday indi-
cated that euro-zone retail sales
posted a record drop in annual
terms in March, amid a record
year-on-year slump in sales of food,
drink, and tobacco.

Sales volumes dropped 0.6%
from February and 4.2% from March
2008, the biggest annual fall since
comparable records began in 2000,
the European Union statistics
agency Eurostat said.

The decline in Spanish industrial
production accelerated in March, pro-

tracting the slump in the country’s
economy. The Spanish statistics of-
fice reported Wednesday that indus-
trial output fell 25% in calendar-ad-
justed terms, following a 22% decline
in February and a 21% fall in January.

In the U.K., which like Spain has
been hit by a housing slump, house
prices fell 17.7% in April from a year
earlier, lender Lloyds Banking
Group PLC said when announcing its
latest Halifax housing index.

“Rising unemployment, low con-
sumer confidence and the reduced
availability of credit are all expected to
exert downward pressure on the hous-
ing market over the next few months,”
saidMartinEllis,Halifaxhousingecon-
omist.

The bad news recorded in the
manufacturing and retail sectors is
likely to step up pressure on the Eu-
ropean Central Bank to cut its key
rate to 1% from 1.25% when it meets
Thursday.

ECB policy makers have indi-
cated they may lengthen the terms
of the loans they make to banks in or-
der to stimulate borrowing and lend-
ing across the economy.
 —Ilona Billington

contributed to this article.

n Dec. 19, 2000: EADS confirms 
plans for its Airbus unit to build 
A380 at a budget of roughly $12 
billion.

n April 27, 2005: First A380 flight; 
Airbus says plane will be delivered 
six months late, in second half of 
2006.

n June 13, 2006: Airbus announces 
second six-month delay in first 
A380 delivery due to wiring 
problems.

n Oct. 3, 2006: EADS announces 
A380 delays of up to one more 
year, cost overrun of Œ4.8 billion..

n Oct. 15, 2007: First A380 delivery, 
to Singapore Airlines.

n May 13, 2008: Airbus announces 
further delays of up to 3 months in 
A380 deliveries in 2009 and 2010.

n May 6, 2009: Citing customer 
demand, Airbus cuts A380 output 
to 14 planes in 2009 from 18 and 
around 20 in 2010.

Delayed arrival
The Airbus A380 superjumbo jetliner has faced repeated setbacks:
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rs Qantas’s first Airbus A380

was delivered in Sept. 2008

Source: Airbus
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Swedish hacker indicted
U.S. charges man
with 2004 break-ins
at Cisco and NASA

view that a spiritual dimension ex-
ists.

“We don’t know how nature man-
ages to produce spooky behavior,”
says Nicolas Gisin, a scientist at
Geneva University, who led a recent
experiment demonstrating ac-
tion-at-a-distance. “But it’s a fasci-
nating time for physics because it
can be mastered and exploited.”

Einstein refused to believe that a
photon could be in all states at once
and set out to find an explanation
for their seemingly odd behavior.
God doesn’t play dice with the uni-
verse, he said at the time. Danish
physicist Neils Bohr, a big propo-
nent of quantum uncertainty, shot
back: “Quit telling God what to do.”

Trying to poke holes in the notion
of spooky action at a distance, Ein-
stein andtwocolleaguespub-
lished a paper in 1935 that ap-
pearedtodemonstratetheex-
istence of mysterious “hid-
den variables” and show that
quantum theory was incom-
plete.Inaseminal1964paper,
Irish physicist John Bell
raised questions about the
mathematical validity of Ein-
stein’s work.

In a 1981 paper, Mr. Bell
took a swing at Einstein’s no-
tion of “hidden variables”
by relating the sock-wearing pat-
terns of his physicist colleague Rein-
hold Bertlmann. Mr. Bell noted that
if he saw one of Mr. Bertlmann’s feet
coming around the corner and it had
a pink sock, he would instantly
know, without seeing the other foot,
that the second sock wouldn’t be
pink. To the casual observer that
may seem magical, or controlled by
“hidden variables,” but it was no
mystery to Mr. Bell because he knew
that Mr. Bertlmann liked to wear
mismatched socks.

Quantum particles behave a lot
more oddly, and, thanks to Mr. Bell’s
work, experiment after experiment
has shown that to be true.

Last year,Dr. Gisin and colleagues
at Geneva University described how
they had entangled a pair of photons
in their lab. They then fired them,
along fiber-optic cables of exactly
equal length, to two Swiss villages
some 18 kilometers apart.

During the journey, when one
photon switched to a slightly higher
energy level, its twin instantly
switched to a slightly lower one. But
the sum of the energies stayed con-
stant, proving that the photons re-
mained entangled.

More important, the team
couldn’t detect any time difference
in the changes. “If there was any
communication, it would have to
have been at least 10,000 times the
speed of light,” says Dr. Gisin. “Be-
cause this is such an unlikely speed,
the conclusion is there couldn’t
have been communication and so
there is non-locality.”

Other scientists have gotten a
more direct look at the particles’ se-
cret behavior. They pulled off this
feat by resolving something called
Hardy’s paradox, which basically ad-
dressed one ofthetrickiest aspects of
quantumphysics:by observinga par-
ticle you might affect its property.

In 1990, the English physicist Lu-
cien Hardy devised a thought experi-
ment. The common view was that
when a particle met its antiparticle,
the pair destroyed each other in an ex-
plosion. But Mr. Hardy noted that in
somecaseswhentheparticles’interac-
tion wasn’t observed, they wouldn’t

annihilateeachother.Theparadox:Be-
causetheinteractionhadtoremainun-
seen, it couldn’t be confirmed.

In a striking achievement, scien-
tists from Osaka University have re-
solved the paradox. They used ex-
tremely weak measurements—the
equivalent of a sidelong glance, as it
were—that didn’t disturb the pho-
tons’ state. By doing the experiment
multiple times and pooling those
weak measurements, they got
enough good data to show that the
particles didn’t annihilate. The con-
clusion: When the particles weren’t
observed, they behaved differently.

In a paper published in the New
Journal of Physics in March, the Jap-
anese team acknowledged that their
result was “preposterous.” Yet, they
noted, it “gives us new insights into
the spooky nature of quantum me-

chanics.” A team from the
University of Toronto pub-
lished similar results in
January.

Some researchers are
using the uncertain state
of photons to solve real-
world problems. When en-
crypting sensitive data
such as a bank transfer,
both the sending party and
the receiving party must
have the same key. The
sender needs the key to

hide the message and the receiver to
reveal it. Since it isn’t always practi-
cal to exchange keys in person, the
key must be sent electronically, too.
This means the key (and the mes-
sages) may be intercepted and read
by an eavesdropper.

An electronic key is usually writ-
ten in the computer binary code of
“ones” and “zeros.” Quantum physics
permits a more sophisticated ap-
proach. The same “ones” and “zeros”
can now be encoded by using the
properties of photons, like spin. If
someone intercepts a photon-based
message, the spins change. The re-
ceiver then knows the key has been
compromised.

MagiQ Technologies Inc. of Cam-
bridge, Mass., refreshes its quan-
tum keys as often as 100 times a sec-
ond during a transmission, making
it extremely hard to break. It sells its
technology to banks and companies.
Dr. Gisin is a founder of ID Quan-
tique SA in Switzerland. The compa-
ny’s similar encryption tool is used
by online lottery and poker firms to
safely communicate winning num-
bers and winning hands. Votes cast
in a recent Swiss federal election
were sent in a similar way.

Because of its bizarre implica-
tions, quantum theory has been
used to investigate everything from
free will and the paranormal to the
enigma of consciousness. Several se-
rious physicists have devoted their
lives to the study of such ideas, in-
cluding Bernard d’Espagnat. In
March, the 87-year-old Frenchman
won the prestigious $1.5 million
Templeton Prize for years of work af-
firming “life’s spiritual dimension.”

Based on quantum behavior, Dr.
d’Espagnat’s big idea is that science
can only probe so far into what is
real, and there’s a “veiled reality”
that will always elude us.

Many scientists disagree. While
Dr. d’Espagnat concedes that he
can’t prove his theory, he argues
that it’s about the notion of mystery.
“The emotions you get from listen-
ing to Mozart,” he says, “are like the
faint glimpses of ultimate reality we
get” from quantum experiments. “I
claim nothing more.”

Continued from page 29

On ‘spooky’ photons
and spiritual dimensions

By Siobhan Gorman

And Yochi J. Dreazen

WASHINGTON—A Swedish com-
puter hacker was indicted Tuesday
for breaking into the networks of
tech-gear maker Cisco Systems Inc.
and high-end computing equipment
at the National Aeronautics and
Space Administration.

The attacks underscore the devel-
opment of a vast underground econ-
omy that targets both the private
sector and the government.

Hacking under the nom de guerre
“Stakkato,” Philip Gabriel Petters-
son was a teenager when he pene-
trated the systems five years ago. He
is now 21 years old and faces charges
in a five-count indictment of ille-
gally damaging computer networks
and theft of trade secrets.

Mr. Pettersson broke into Cisco’s
networks around May 12, 2004, to
steal trade secrets, according to the
indictment. The data stolen were
part of the playbook for its router
systems, known as “source code”
for the company’s Internetwork Op-
erating System. The operating sys-
tem is a cornerstone technology for
the San Jose, Calif.-based company
that is a common thread through
many of its products. Cisco “used
reasonable measures” to protect its

code, the indictment says.
A week later, according to the in-

dictment, Mr. Pettersson compro-
mised NASA’s Advanced Supercom-
puting division and its Ames Re-
search Center in Silicon Valley.
Ames is NASA’s computer-research
nerve center, which plays a critical
role in “virtually all NASA missions
in support of America’s space and
aeronautics programs,” according
to the indictment.

After the incident, “Cisco re-
ported that it did not believe that
any customer information, partner

information or financial systems
were affected,” according to the in-
dictment. Both Cisco and NASA
have been cooperating with the in-
vestigation, the Justice Department
said in a statement accompanying
the indictment.

A Cisco spokesperson declined
to comment because the matter is
under investigation. “We appreci-
ate the efforts of law enforcement
and the U.S. Attorney’s office in this
case and will continue to offer them
our full cooperation,” the company
said in a statement.

NASA officials in Washington,

D.C., and California couldn’t be
reached for comment. Mr. Petters-
son couldn’t be locatedfor comment.

The government is struggling to
keep pace with the growing number
of attacks on its computer net-
works, potentially leaving key mili-
tary and civilian systems vulnerable
to overseas hackers, senior U.S. offi-
cials said Tuesday.

At several hearings on Capitol Hill,
officialsfromeachbranchofthearmed
forces said the nation’s cyber defenses
were being challenged like never be-
fore by sophisticated, well-organized
efforts to disrupt important systems
and steal classified information.

“Threats in cyberspace move at
the speed of light, and we are liter-
ally under attack every day as our
networks are constantly probed and
our adversaries seek to exploit vul-
nerabilities,” Lt. Gen. William Shel-
ton, the Air Force’s chief informa-
tion officer, told a House Armed Ser-
vices Committee panel.

Later this month, the Pentagon
will create a new military “cyber
command” to coordinate the de-
fense of Pentagon computer net-
works and improve U.S. offensive ca-
pabilities in cyberwarfare.

Still, officials warned Tuesday
that federal systems remain vulnera-
ble to attack. Gregory Wilshusen,
the director of information security
for the Government Accountability
Office, said most “federal systems
are not sufficiently protected to con-
sistently thwart cyber threats.”

—Ben Worthen
contributed to this article.

Albert Einstein

MARKETPLACE

Pettersson broke
into Cisco’s networks
to steal trade secrets,
the indictment says.
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Lafarge posts quarterly loss
while Holcim net drops 80%

The new Kindle DX has a larger screen, which measures 9.7 inches on the
diagonal, designed for reading textbooks and newspapers. It costs $489.

Amazon unveils a bigger Kindle

Sales growth on both sides of the Atlantic is a ‘clear sign that our price repositioning
is bearing fruit,’ said Delhaize CEO Pierre-Olivier Beckers, pictured in March.

Delhaize, Ahold report sales growth
Supermarket chains, with strong focus in the U.S., benefit from dollar’s rise and adjustments to prices

By Geoffrey A. Fowler

And Shira Ovide

Amazon.com Inc. introduced a
larger—and more expensive—Kin-
dle electronic-book reader, and an-
nounced deals with major textbook
and newspaper publishers to ex-
pand the market for the device.

The new Kindle DX, which is de-
signed to display pages about the
size of standard letter-sized sheet of
paper, will cost $489 and begin ship-
ping this summer.

For $130 more than earlier ver-
sions of the Kindle, it’s unclear how
many college students and other
consumers will embrace the new de-
vice. But Jeff Bezos, Amazon’s chief
executive officer, said the company
couldn’t do much about the pricing.

“Kindle DX on the inside is a very
significant computer,” Mr. Bezos
said in an interview. “It is a very ex-
pensive device to manufacture.”

Kindle owners don’t have to pay
for the wireless service that lets
them download materials, Mr. Be-
zos said, while U.S. buyers of Apple
Inc.’s $199 iPhone have to commit to
a two-year service contract. “We are
offering it as inexpensively as we
can,” he said.

Unlike the iPhone or a low-priced
laptop, the Kindle cannot show
video or color images; it is designed
to mimic the experience of reading
printed black ink on paper. Mr. Be-
zos said Amazon is finding the Kin-
dle is bought by “readers, not gad-
get people.”

The Kindle DX features a 9.7-inch
screen, more than doubling the

screen real estate available in cur-
rent models, and also can automati-
cally display Adobe Acrobat files.
Those features make it better suited
for executives who often print out re-
ports, for reading newspapers and
for viewing academic textbooks, Mr.
Bezos said.

The Seattle e-commerce com-
pany, which has seen the pace of
growth in its sales of traditional me-
dia slow in recent years, is hoping to
turn the Kindle into a mass-market
device for distributing digital me-
dia. Amazon first rolled out the Kin-
dle in late 2007 and updated it ear-
lier this year.

As part of the efforts to broaden

the Kindle’s appeal, The Washing-
ton Post and the New York Times
Co.’s flagship paper and its Boston
Globe will test offering the new Kin-
dle at a reduced rate for a small num-
ber of subscribers.

The publishers characterized
their involvement as an experiment
and offered few details about pric-
ing and criteria for subscribers to
qualify for reduced-rate Kindles.
Amazon also announced partner-
ships with textbook publishers in-
cluding Cengage Learning, Pearson
and Wiley, to sell their textbooks on
the Kindle DX.

 —Jeffrey A. Trachtenberg
contributed to this article.

By Peppi Kiviniemi

BRUSSELS—Supermarket opera-
tor Delhaize Group SA posted a 24%
rise in first-quarter net profit,
boosted by robust sales, tight cost
controls and the stronger U.S. dollar.

Belgium-based Delhaize—which
generates most of its profit and sales
in the U.S., where it operates the
Food Lion, Hannaford and Sweet Bay
chains—said net profit increased to
Œ127 million ($169.2 million) from
Œ102 million a year earlier.

Sales rose 13% to Œ5.09 billion, as
U.S. sales increased in value when
translated into euros from dollars.
The dollar appreciated 15% against
the euro when comparing the two pe-
riods. Excluding the impact of cur-
rency fluctuations, sales would have
been up 3%.

Meanwhile, Netherlands-based
grocer Ahold NV, which also does
most of its business in the U.S., re-
ported a 15% increase in first-quar-
ter sales, thanks to robust sales
across its key chains, Stop & Shop
and Giant-Landover, as well as the
stronger dollar. Ahold said its sales
increased to Œ8.65 billion from
Œ7.51 billion a year earlier. In con-
stant currencies, they would have
been 6.2% higher.

Delhaize confirmed its outlook
for 2009, saying it still expects oper-
ating profit to rise as much as 3%
from the previous year. The com-
pany, which in addition to its U.S. ac-
tivities also operates Delhaize super-
markets in Belgium, said its operat-
ing margin, which analysts follow
closely to track the overall profitabil-
ity per product sold, came in at 4.9%,
up from 4.6% a year earlier.

Gross margin increased to 26.1%
of revenue from 25.3% a year earlier.
The company said the improvement
in margins was mainly due to higher-
margin private-brand revenue and
lower transportation costs.

Bank Degroof analyst Ivan
Lathouders said he was especially im-
pressed by the increases in both mar-
gins, derived from efficiency im-
provements. “Most retailers are cur-
rently competing on low prices, but
some companies have to erode their
savings base to be able to do so,” Mr.
Lathouders said. This is clearly not
the case with Delhaize, which earns
higher margins from sold goods than
most of its competitors, he said.

The company said that sales

growth at stores open more than a
year was good on both sides of the
Atlantic. In the U.S., comparable
sales were up 2%, while in Belgium
they were up 1.7%—a “clear sign that
our price repositioning is bearing
fruit,” said Chief Executive Pierre-
Olivier Beckers.

In the U.S., net sales came in at
Œ3.6 billion, up from Œ3.1 billion a
year earlier. Sales in the company’s
Belgian home market, where it com-
petes with French heavyweight Car-
refour SA and hard discounter Col-
ruyt NV, totaled Œ1.09 billion, up
from Œ1.07 billion.

At Ahold, sales at key U.S. chains
Stop & Shop and Giant-Landover
rose 3.6% to $5.32 billion. Translated
into euros, net sales in the U.S. rose
19%, with same-store sales up 3.1% at
Stop & Shop and 3.6% at Giant-
Landover, Ahold said.

Chief Executive John Riston in
March said that Ahold’s strong per-
formance in the U.S was mainly the
result of the rebranding of its Stop &
Shop and Landover grocery chains
and the completion of its two-year
Value Improvement Program, under
which Ahold lowered prices at its
U.S. stores and cut costs across the
company.

At Ahold’s Albert Heijn unit in
the Netherlands, sales were up 12%
at Œ3 billion, partly thanks to the con-
version of former Schuitema stores
it acquired from CVC Capital Part-
ners Ltd.

—Maarten van Tartwijk
in Amsterdam

contributed to this article.
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By Martin Gelnar

And William Horobin

Lafarge SA and Holcim Ltd., the
world’s No. 1 and No. 2 cement produc-
ers by sales, respectively, Wednesday
said their first-quarter results were
hit by falling demand and adverse
weather in the northern hemisphere,
and predicted a tough year ahead.

In the past few years, Lafarge and
Holcim have made considerable ef-
forts to strengthen their operations
in emerging markets, which typically
show higher growth rates than indus-
trialized countries because of
pent-up demand.

Lafarge last year acquired Oras-
com Cement in Egypt, and Holcim
gained a leading position in the In-
dian cement market.

But rising volumes in Asian and
Latin American emerging markets
couldn’t offset a downturn in demand
in mature markets, particularly in the
U.S., the companies said.

Paris-based Lafarge, which also
has large gypsum operations, said it
swung to a first-quarter net loss of
Œ17 million ($22.7 million) from a net
profit of Œ150 million a year earlier, as
revenue fell 9.3% to Œ3.63 billion from
Œ4 billion.

The loss was due to lower sales
and operating profit as well as a surge
in finance costs tied to its Œ17.7 billion
debt pile, which is up from Œ16.1 bil-
lion a year earlier.

The company lowered its fore-
casts for this year, saying it now ex-

pects a 2% to 5% fall in cement vol-
ume, compared with an earlier esti-
mate of a drop of as much as 3%.

Meanwhile, Holcim, a globally ac-
tive Switzerland-based cement pro-
ducer, reported an 80% drop in net
profit to 74 million Swiss francs
($65.3 million) from 370 million
francs a year earlier. Sales declined
18% to 4.52 billion francs from 5.51 bil-
lion francs, depressed by the strength
of the franc against other currencies.

Holcim’s debt rose to 16.7 billion
francs from 15 billion francs at the end
of 2008. The company said recently
announced restructuring measures
were slow to take effect and added it
expects a difficult year, though it
didn’t provide a detailed outlook.

Despite their downbeat com-
ments for 2009, both companies were
optimistic that demand would re-
bound in 2010, when government
stimulus programs are expected to ac-
celerate infrastructure projects
around the world.

Analysts were pleased that both
companies were able to keep prices
more or less stable or increase them
in some cases.

“Of course, prices tend to come
down when the economy contracts,
but cement is a regional market and
there’s a limit to the downward trend
in prices,” Bank Vontobel analyst
Patrick Laager said.

In April, another major cement
producer, Cemex SAB de CV of Mex-
ico, cut its estimates for 2009 operat-
ing profit.
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U.S. charges Swede
hacker with 2004
break-ins. Page 30

Amazon unveils a
larger, more costly
Kindle. Page 4

Quickoffice brings editing to iPhones
Hold off on buying
new app for now
until fixes are made

Web firms are sprucing up online display
ads with new payment methods and
better tools to measure impact. Page 31

By Walter S. Mossberg

I
AM TYPING these words in a
full-fledged word processor
on an Apple iPhone. It’s a
third-party app that allows
you to edit, format or create

Microsoft Word and Excel docu-
ments, and then send them back to a
PC or Mac where they can be opened
in Word or Excel. Oh, and it has cut,
copy and paste in its word proces-
sor—a capability long missing from
the iPhone that isn’t due from Apple
itself until this summer.

Devotees of older smart phones,
tired of iPhone hype, will be quick to

note this is no inno-
vation. Devices like
Windows Mobile
phones, Palm Treos
and BlackBerrys

have made these abilities available
for years. But, for the 37 million
iPhone and iPod Touch owners, it’s
potentially a major step forward, clos-
ing a hole in a hand-held computing
platform that is otherwise more ele-
gant and versatile than any other.

This new app, called Quickoffice,
has some nice features. Its cut, copy
and paste function is very well de-
signed. It can save files locally on
the phone. It has a built-in email
function for sending files to others,

and it can upload or download files
to and from a PC or Mac, or to and
from online storage.

But there’s a catch. While Quick-
office, which is also available on
other platforms, did work OK in my
tests, it has some major drawbacks
that keep me from recommending it
right now. The product's maker,
Quickoffice Inc., acknowledges
these and is working to fix them by
summer. But, especially because
Quickoffice costs $19.99, a Rolls-
Royce price in the iPhone’s app
store, you might want to hold off on
buying it until the fixes are in place.

In particular, Quickoffice can’t
simply load and edit any Word or Ex-
cel file you receive as an email attach-
ment. The company claims this is a
built-in iPhone limitation, but it’s
still a big problem for users. Instead,
to get files into Quickoffice for edit-
ing, you have to transfer them using
a Wi-Fi network from your PC or
Mac, or from the iDisk online storage
feature of Apple’s MobileMe Web ser-
vice, which costs $99 a year.

Also, amazingly, Quickoffice
shippedwithout any automatictypo-
correcting function or spell checker.
For various technical reasons, it
couldn’t even use the one built into
the iPhone. So, you have to do a lot of
correcting of typos once the file gets
onto a computer. For instance, the
first words of this column, as origi-
nally created in Quickoffice, read: “I
am typing these words in a full-
feledged word pricessor … ” I had to
clean them up in Word on my laptop.

And, while you can view a text or

spreadsheet file in landscape
mode, you can do only limited
editing of text documents in
this mode, and no editing at
all of spreadsheet documents
viewed in landscape.

Quickoffice for the iPhone
consists of three modules. One
is Quickword, the word proces-
sor. The second is Quicksheet,
the spreadsheet program.
These two, also separately
available from the app store at
$12.99 each, can handle stan-
dard Microsoft .doc and . xls
files, but not Microsoft’s
newer .docx and .xlsx formats.
The third module, called Quick-
office Files, merely transfers
and displays files, but doesn’t
allow editing or creating them.
It handles a much wider vari-
ety of file types, and is sold sep-
arately for $1.99.

Cut, copy and paste is im-
plemented nicely. You simply
double-tap to select a word or
triple-tap to select a para-
graph. Small dots appear at ei-
ther end of the selection, al-
lowing you to expand or con-
tract the selected section of
text. Once your selection is
done, you can then cut it or
copy it, or change its format-
ting. To cut or copy your selection,
you just choose cut or copy from a
popup menu. To paste, you tap once
elsewhere in the document, and
then select Paste from a popup
menu. You can paste text copied or
cut from one Quickword document

into another, but not into any other
app on the iPhone. (Apple will add
that ability this summer.)

Quickword is the better of the
two main modules. It has an impres-
sive suite of features, including the
ability to bold or italicize charac-

ters, change fonts and col-
ors, create bullet points,
and undo or redo changes.
All of this formatting was
retained correctly when I
transferred the files to a
computer, and vice versa.
Quickword doesn’t have ev-
ery feature of Word on a
computer, but its feature
set is strong.

Quicksheet has 125 func-
tions. It also does format-
ting of cells well, and has
undo and redo. Again, it
isn’t as powerful as Excel,
but its capabilities are de-
cent. Unfortunately, unlike
in the word processor, I
found some problems in
Quicksheet. In one simple
spreadsheet I imported, it
failed to properly display
text that stretched across
multiple cells, and failed to
do a simple recalculation
that worked perfectly in Ex-
cel. Also, it lacks cut, copy
and paste.

Getting documents into
the app is a pain. Unless
you have a MobileMe ac-
count, on either Windows
or Mac, you have to type a
geeky numerical address

into a Web browser and then choose
a file from your computer using the
browser page that comes up.

Quickoffice is an OK start, but it
needs a lot of work.

Email to mossberg@wsj.com.

On ‘spooky’ quantum behavior and a spiritual dimension

PERSONAL
TECHNOLOGY

Two photons with an up spin 
exist independent of each other.

The photons 
remain 
mysteriously 
linked, even when 
separated over 
vast distances.

When one 
photon is looked 
at or measured…

Its ‘twin’ instantly 
shows the 
opposite spin and 
the entanglement 
is broken.

Once entangled, 
they are in an 
indeterminate 
state of spin.

Quantum leap | How quantum entanglement works
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The app consists of three modules: Quickword, the word
processor, above; Quicksheet and Quickoffice Files.

By Gautam Naik

One of quantum physics’ crazier
notions is that two particles seem to
communicate with each other in-
stantly, even when they’re billions
of kilometers apart. Albert Einstein,
arguing that nothing travels faster
than light, dismissed this as impossi-
ble “spooky action at a distance.”

The great man may have been
wrong. A series of recent mind-bend-
ing laboratory experiments has
given scientists an unprecedented
peek behind the quantum veil, con-
firming that this realm is as mysteri-
ous as imagined.

Quantum physics is the study of
the very small—atoms, photons and
other particles. Unlike the cause-

and-effect of our everyday physical
world, subatomic particles defy
common sense and behave in wacky
ways. That includes the fact that a
photon, which is a particle of light,
exists in a haze of multiple behav-
iors. They spin in many ways, such
as “up” or “down,” at the same time.
Even trickier, it’s only when you take
a peek—by measuring it—that the

photon fixes into a particular state
of spin.

Stranger still is entanglement.
When two photons get “entangled”
they behave like a joint entity. Even
when they’re kilometers apart, if
the spin of one particle is changed,
the spin of the other instantly
changes, too. This direct influence
of one object on another distant one

is called non-locality.
These peculiar properties have

already been proven in a lab and
tapped to improve data encryption.
They could also one day be used to
build much faster computers. Some
philosophers see quantum phenom-
ena as a sign of far greater unknown
forces at work and it bolsters their

Please turn to page 30
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Total SA earnings fall 36%
Oil firm to maintain
investment, says
production will rise

Total
Net profit/loss

Source: the company
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Total oil depot, outside Paris

CORPORATE NEWS

By Adam Mitchell

PARIS—French oil major Total
SA on Wednesday reported a 36%
fall in first-quarter net profit, re-
flecting less production and
sharply lower crude prices.

But France’s biggest company
by market value said it expects new
production to come onstream later
this year and said it will be able to
maintain investment and dividend
policy despite a “weak environ-
ment.”

Total said net profit fell to
Œ2.29 billion ($3.05 billion) in the
three months ended March 31

from Œ3.6 billion a year earlier.
The average price of Brent

crude in the first quarter was
$44.50 a barrel, Total said, a de-
cline of 54% from a year earlier
and 20% below the average price
in the fourth quarter.

Its hydrocarbon production fell
to an average of 2.32 million bar-
rels of oil equivalent a day in the
first quarter, down 4.3% from a
year earlier. The biggest factor hin-
dering production was cuts by the
Organization of Petroleum Export-
ing Countries, Total said.

However, the company high-
lighted new output expected in the
coming months. “The giant Akpo
field in deep-offshore Nigeria
started up at the end of the quar-
ter and will contribute signifi-
cantly to production for the rest of
the year,” Chief Executive Chris-
tophe de Margerie said.

Four other major projects
should start up this year, Mr. de
Margerie said, listing Tahiti in the
Gulf of Mexico, Tombua Landana
in Angola, and two liquefied natu-
ral gas projects—Yemen LNG and
Qatargas II train B.

Total said first-quarter profit—
adjusted to exclude inventory
changes, nonrecurring items and
the company’s equity share of the
amortization of intangibles related
to the Sanofi-Aventis merger—fell
35% to Œ2.11 billion from Œ3.25 bil-
lion a year earlier. Adjusted profit
is closely watched by analysts.

Sales fell 32% to Œ30.04 billion
from Œ44.21 billion.

Total’s profit decrease comes
after peers Royal Dutch Shell PLC
and BP PLC recently reported de-
clines of 62% and 59%, respec-
tively, in first-quarter net profit as
lower oil prices hurt results from

their exploration-and-production
operations.

Credit Suisse Group said in a
note that Total’s results are “ro-
bust,” adding that the company had
the lowest year-to-year decline in
U.S. dollar earnings of the oil ma-
jors and a balance sheet that re-
mains strong despite low oil prices.

Société Générale SA analyst
Aymeric de Villaret said Total’s re-
sults, even if they came in “at the
top of the consensus range,” were
unlikely to boost the shares
strongly, given that results from
Eni SpA, BP and Shell also were
above expectations. Shares of To-
tal rose 1.5% to Œ39.75 in Paris.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.80 $26.69 0.19 0.72%
Alcoa AA 28.30 10.50 0.40 3.96%
AmExpress AXP 45.70 27.14 0.57 2.15%
BankAm BAC 833.60 12.69 1.85 17.07%
Boeing BA 7.70 44.20 1.47 3.44%
Caterpillar CAT 14.50 40.00 0.59 1.50%
Chevron CVX 12.90 68.11 2.36 3.59%
Citigroup C 816.20 3.86 0.55 16.62%
CocaCola KO 9.10 42.94 –0.20 –0.46%
Disney DIS 47.70 25.87 2.72 11.75%
DuPont DD 11.90 28.76 –0.31 –1.07%
ExxonMobil XOM 28.20 68.58 0.93 1.37%
GenElec GE 123.10 13.67 0.57 4.35%
GenMotor GM 74.50 1.66 –0.19 –10.27%
HewlettPk HPQ 14.60 36.33 –0.47 –1.28%
HomeDpt HD 13.30 26.04 –0.15 –0.57%
Intel INTC 63.10 16.12 –0.04 –0.25%
IBM IBM 7.10 104.62 –0.68 –0.65%
JPMorgChas JPM 93.20 37.22 2.40 6.89%
JohnsJohns JNJ 15.20 54.21 –0.15 –0.28%
KftFoods KFT 14.90 25.00 –0.22 –0.87%
McDonalds MCD 11.90 53.69 0.53 1.00%
Merck MRK 21.50 24.61 0.02 0.08%
Microsoft MSFT 54.90 19.79 0.00 0.00%
Pfizer PFE 57.50 13.91 –0.21 –1.49%
ProctGamb PG 13.50 50.84 1.05 2.11%
3M MMM 4.80 59.14 0.71 1.22%
UnitedTech UTX 4.60 52.29 0.46 0.89%
Verizon VZ 12.80 30.76 0.13 0.42%
WalMart WMT 25.20 49.51 –0.95 –1.88%

Dow Jones Industrial Average P/E: 37
LAST: 8512.28 s 101.63, or 1.21%

YEAR TO DATE: t 264.11, or 3.0%

OVER 52 WEEKS t 4,302.07, or 33.6%

 Note: Price-to-earnings ratios are for trailing 12 months

8500

7900

7300

6700

6100

5500
6 13 20 27

Feb.
6 13 20 27

Mar.
3 9 17 24 1

Apr.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

Follow the markets throughout
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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

TUI AG "1,585" –106 –244 –529 Gov & Co Bk Irlnd 366 … –14 –117

Stena Aktiebolag 962 –75 –124 –237 Rank Gp PLC 293 1 –22 –72

ArcelorMittal Fin 638 –74 –192 –305 Swisscom AG 101 1 –8 –72

Rallye "1,425" –66 –83 –187 Invensys plc 231 1 –10 –39

Rhodia 991 –64 –151 –372 Vodafone Gp PLC 108 2 –7 –22

Alcatel Lucent 832 –51 –138 –420 Kabel Deutschland 407 3 –12 –20

GKN Hldgs  357 –40 –124 –269 AB Volvo 307 3 –43 –50

Glencore Intl 843 –31 –159 –450 mmO2 PLC 44 4 –8 –12

Holcim Ltd 387 –30 –57 –209 Carlton Comms 693 5 –46 –55

Sol Melia 705 –29 –74 –113 ITV Plc 707 12 –44 –45

Source: Markit Group

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

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

BNP Paribas S.A. France Banks $54.9 45.29 7.28% –35.1% –41.5%

UniCredit Italy Banks 36.4 2.05 5.64 –58.5 –67.6

BHP Billiton U.K. General Mining 51.2 15.25 4.52 –21.4 26.9

HSBC Hldgs U.K. Banks 139.5 5.39 4.15 –30.3 –37.2

British Amer Tob U.K. Tobacco 50.0 16.40 3.60 –17.8 18.8

Barclays U.K. Banks $36.3 2.88 –3.36% –37.7 –55.7

GDF Suez France Multiutilities 77.3 26.53 –2.82 –38.3 –7.0

Deutsche Bk Germany Banks 30.6 40.29 –2.49 –48.3 –59.4

E.ON Germany Multiutilities 68.7 25.81 –1.97 –38.8 –17.1

Credit Suisse Grp Switzerland Banks 45.4 43.50 –1.58 –24.9 –43.7

...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 39.9 2.53 3.48% –47.0% –48.1%
Italy (Banks)
Soc. Generale 33.8 43.76 3.26 –42.5 –61.9
France (Banks)
Diageo 35.5 8.55 3.20 –18.0 –5.4
U.K. (Distillers & Vintners)
Allianz SE 44.5 73.97 2.96 –43.9 –45.4
Germany (Full Line Insurance)
AXA S.A. 37.3 13.44 2.60 –44.7 –54.4
France (Full Line Insurance)
Novartis 101.7 43.62 2.15 –19.0 –37.2
Switzerland (Pharmaceuticals)
Siemens 64.1 52.73 2.11 –31.2 –27.4
Germany (Diversified Industrials)
Koninklijke Phlps 19.1 14.77 2.11 –41.6 –43.7
Netherlands (Consumer Electronics)
France Telecom 58.3 16.78 2.07 –18.2 –7.7
France (Fixed Line Telecoms)
Anglo Amer 31.6 15.67 2.02 –54.5 –39.4
U.K. (General Mining)
Tesco 40.8 3.45 1.98 –19.2 7.5
U.K. (Food Retailers & Wholesalers)
ABB 37.2 18.15 1.97 –43.4 4.1
Switzerland (Industrial Machinery)
Sanofi-Aventis S.A. 76.9 43.96 1.79 –13.1 –41.5
France (Pharmaceuticals)
Telefonica S.A. 94.2 15.06 1.62 –20.7 15.4
Spain (Fixed Line Telecoms)
L.M. Ericsson Tel B 26.2 69.60 1.61 –7.8 –43.9
Sweden (Telecoms Equipment)
Total S.A. 125.4 39.75 1.53 –26.8 –27.5
France (Integrated Oil & Gas)
BP 155.6 5.00 1.47 –19.1 –25.8
U.K. (Integrated Oil & Gas)
Nokia 57.0 11.27 1.44 –42.3 –36.8
Finland (Telecoms Equipment)
Banco Bilbao Viz 42.6 8.54 1.43 –42.4 –50.4
Spain (Banks)
Astrazeneca 52.2 23.88 1.23 13.7 –18.8
U.K. (Pharmaceuticals)

Unilever 35.4 15.53 1.21% –26.7% –14.0%
Netherlands (Food Products)
Iberdrola S.A. 40.4 6.09 1.16 –34.9 –8.7
Spain (Conventional Electricity)
GlaxoSmithKline 88.4 10.29 1.03 –9.1 –33.2
U.K. (Pharmaceuticals)
Rio Tinto 44.7 29.60 1.02 –53.5 –9.8
U.K. (General Mining)
ENI 89.4 16.79 0.90 –34.4 –30.4
Italy (Integrated Oil & Gas)
Assicurazioni Gen 30.1 16.04 0.88 –43.6 –41.5
Italy (Full Line Insurance)
Daimler 36.1 28.16 0.79 –45.7 –36.6
Germany (Automobiles)
SAP 46.4 28.45 0.78 –11.6 –34.5
Germany (Software)
BASF 35.7 29.22 0.76 –35.6 –13.8
Germany (Commodity Chemicals)
BG Grp 59.7 11.09 0.54 –19.1 49.5
U.K. (Integrated Oil & Gas)
ING Groep 21.4 7.72 0.52 –69.2 –76.7
Netherlands (Life Insurance)
Roche Hldg Part. Cert. 89.2 144.00 0.49 –15.8 –26.0
Switzerland (Pharmaceuticals)
Banco Santander 77.1 7.11 0.42 –46.0 –37.2
Spain (Banks)
Nestle S.A. 130.9 38.78 0.31 –24.4 2.4
Switzerland (Food Products)
UBS 41.6 16.09 0.12 –50.2 –75.6
Switzerland (Banks)
Vodafone Grp 111.7 1.27 0.04 –22.3 –1.9
U.K. (Mobile Telecoms)
ArcelorMittal 39.9 20.72 0.02 –66.0 ...
Luxembourg (Iron & Steel)
Bayer 38.5 37.85 –0.16 –31.6 3.4
Germany (Specialty Chemicals)
Royal Dutch Shll 84.3 17.88 –0.50 –32.1 –33.2
U.K. (Integrated Oil & Gas)
Deutsche Telekom 48.1 8.30 –0.90 –28.0 –38.9
Germany (Mobile Telecoms)

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

Merger Arbitrage -0.04% -0.18% 0.6% 2.3% -4.8%
Event Driven 0.46% 0.84% 1.7% 3.1% -26.8%
Equity Market Neutral -0.99% -1.23% -2.9% -3.4% -10.3%
Equity Long/Short -0.08% -0.29% -2.8% -1.2% -18.2%

*Estimates as of 05/05/09, 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 1.39 102.15% 0.02% 1.87 1.38 1.59

Eur. High Volatility: 11/1 2.62 104.99 0.04 3.89 2.62 3.21

Europe Crossover: 11/1 7.95 106.45 0.10 9.71 7.94 8.81

Asia ex-Japan IG: 11/1 2.45 104.69 0.04 3.84 2.45 3.22

Japan: 11/1 3.24 108.00 0.05 4.33 2.86 3.51

 Note: Data as of May 5

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.

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

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

Source: Dealogic
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BMW unit sales fall 21%
Auto maker reports
$203.9 million loss,
sees no sign of bottom

By Christoph Rauwald

FRANKFURT—BMW AG swung
to a first-quarter net loss as demand
for luxury cars stalled amid the reces-
sion, and said that it is still impossi-
ble to give a reliable forecast for the
full year because of market volatility.

“In view of the difficult condi-
tions still prevailing on the financial
markets, we remain focused in our
efforts to improve our liquidity posi-
tion,” Chief Executive Norbert Rei-
thofer said in a statement.

The world’s best-selling premium
auto maker by sales reported a net

loss of Œ153 million ($203.9 million),
compared with a year-earlier net
profit of Œ485 million.

In a conference call, Mr. Reithofer
declined to say whether the first
quarter was the trough in 2009.
“There are still no signs that markets
have stabilized,” he said. Other indus-
try executives recently have signaled
that sales and earnings should gradu-
ally improve in the course of the year.

BMW’s closely watched earnings
before interest and tax swung to a
Œ55 million loss from a Œ827 million
profit. Revenue declined 13% to
Œ11.51 billion.

Both figures beat market expecta-
tions, and BMW shares were up 3%.

BMW said it streamlined cost
structures further during the first
three months of the year, reduced in-
ventories and cut back working capi-
tal in the auto segment. The com-

pany slashed production 34% in the
quarter to 267,637 cars.

Still, it said the cost cuts couldn’t
compensate for the decrease in reve-
nue, and its gross profit margin fell
to 9.1% from 16%.

“We were able to generate a posi-
tive free cash flow of Œ220 million,”
Mr. Reithofer said. BMW’s liquidity
stood at Œ10 billion at the end of the
first quarter.

Mr. Reithofer told reporters in
March that he would focus on liquid-
ity rather than profitability this year
and aimed to keep a close eye on the
company’s inventories, reducing fixed
costs and optimizing working capital.

Total sales of the company’s BMW,
Mini and Rolls-Royce brand cars were
down 21% to 277,264 vehicles. The
company reiterated that vehicle sales
are expected to fall in 2009 amid a
drop in the overall market of 10% to

20%. The Munich-based company has
said it views 2009 as a year of “transi-
tion,” before several important new
model launches are expected to fuel
demand again from 2010 onward.

BMW’s first-quarter loss mirrors
lower earnings at its rivals, as major
auto markets around the globe con-
tracted in the first three months of
the year amid recession.

Sales of BMW, Mini and Rolls-Royce brand cars fell 21% in the first quarter as the
Munich-based company slashed production 34%.

FOCUS ON AUTOMOBILES
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By Tom Wright

Volkswagen AG plans to open a
new assembly plant in Indonesia
with an initial investment of Œ35 mil-
lion, or roughly $45 million, a sign
that the Southeast Asian nation’s
still-robust consumer spending is
keeping the country attractive to for-
eign companies.

The planned facility, an hour east
of Jakarta, the capital, will begin as-
sembling the Touran, a compact
multipurpose vehicle, and could
eventually employ between 2,000
and 4,000 people, said a person with
knowledge of the discussions. The
company, based in Wolfsburg, Ger-
many, plans to initially invest in as-
sembly and paint operations, spend-
ing Œ35 million or more. It may later
begin full manufacturing at the fac-
tory, its first facility in East Asia out-
side China, the person said.

Christoph Adomat, a spokes-
man for Volkswagen, confirmed
that the assembly facility would ini-
tially produce several hundred pas-
senger cars starting in the sum-
mer, with output steadily increas-
ing thereafter.

The investment comes after
Volkswagen failed to reach an agree-
ment in 2007 over an alliance with
Proton Holdings Bhd., Malaysia’s
state-owned car maker. That deal
would have potentially given the
German auto maker access to Pro-
ton’s manufacturing facilities.

Toyota Motor Corp. Ford Motor
Co. and General Motors Corp. have
production facilities in Thailand.
Toyota, which manufactures in In-
donesia, dominates that market. Al-
though total Indonesian vehicle
sales are forecast by Toyota’s local
affiliate to fall 30% this year from a
record 600,000 units in 2008, the
company expects the market to re-
cover next year. Also, overall con-
sumer spending has held up better
in Indonesia than many other
Asian countries.

Economists predict Indonesia’s
economy will grow around 3% this
year, down from 6.1% last year, but
still a top performer in the region.

Volkswagen cars currently are
imported into Indonesia, meaning
they are hit by tariffs of more than
200%. By assembling locally, Volks-
wagen’s cars will be significantly
less expensive for consumers.

VW plans to open
Indonesia plant,
escaping tariffs
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.34% 11 World -a % % 178.20 1.08%–38.5% 4.93% 11 U.S. Select Dividend -b % % 517.23 0.25%–35.1%

2.77% 12 Global Dow 1120.60 1.21% –32.0% 1582.83 0.84% –41.2% 4.76% 14 Infrastructure 1227.90 0.45% –26.8% 1558.66 0.19% –36.7%

3.58% 20 Stoxx 600 208.00 1.44% –36.8% 206.62 1.07% –45.4% 2.21% 7 Luxury 732.80 0.84% –25.3% 827.11 0.58% –35.4%

3.74% 16 Stoxx Large 200 222.80 1.35% –37.0% 220.13 0.98% –45.6% 1.71% 9 BRIC 50 330.50 0.92% –34.1% 419.52 0.66% –43.1%

2.76% -24 Stoxx Mid 200 191.90 2.05% –35.7% 189.57 1.68% –44.4% 5.22% 11 Africa 50 630.60 0.67% –44.5% 532.85 0.41% –52.0%

2.97% 21 Stoxx Small 200 121.70 1.44% –35.6% 120.13 1.08% –44.4% 4.24% 6 GCC % % 1247.56 0.90% –57.7%

3.56% 16 Euro Stoxx 227.70 1.38% –38.8% 226.22 1.01% –47.1% 5.31% 10 Sustainability 692.60 1.39% –31.7% 777.69 1.03% –41.0%

3.68% 13 Euro Stoxx Large 200 242.60 1.23% –39.0% 239.46 0.86% –47.3% 2.76% 11 Islamic Market -a % % 1550.28 0.64% –34.4%

2.96% -17 Euro Stoxx Mid 200 213.20 2.21% –38.0% 210.42 1.84% –46.5% 3.08% 10 Islamic Market 100 1498.30 0.68% –20.7% 1705.41 0.31% –31.5%

3.04% 14 Euro Stoxx Small 200 131.70 1.78% –37.3% 129.93 1.41% –45.8% 3.08% 10 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1195.60 0.71% –51.0% 1360.89 0.34% –57.7% 2.31% 11 DJ U.S. TSM % % 9335.12 0.60% –33.6%

5.34% 9 Euro Stoxx Select Div 30 1390.70 1.29% –51.2% 1589.04 0.92% –57.9% % DJ-AIG Commodity 121.90 2.51% –36.2% 117.72 2.13% –44.9%

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

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

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

Australia 1.3438 2.0230 1.1849 0.1693 0.0409 0.2056 0.0136 0.3243 1.7875 0.2400 1.1439 ...

 Canada 1.1748 1.7685 1.0358 0.1480 0.0358 0.1797 0.0119 0.2835 1.5626 0.2098 ... 0.8742

 Denmark 5.6003 8.4307 4.9381 0.7054 0.1706 0.8567 0.0567 1.3514 7.4492 ... 4.7672 4.1675

 Euro 0.7518 1.1318 0.6629 0.0947 0.0229 0.1150 0.0076 0.1814 ... 0.1342 0.6400 0.5594

 Israel 4.1440 6.2383 3.6540 0.5220 0.1262 0.6339 0.0420 ... 5.5121 0.7400 3.5275 3.0837

 Japan 98.7400 148.6432 87.0646 12.4375 3.0078 15.1047 ... 23.8275 131.3390 17.6312 84.0519 73.4774

 Norway 6.5371 9.8409 5.7641 0.8234 0.1991 ... 0.0662 1.5775 8.6953 1.1673 5.5646 4.8645

 Russia 32.8285 49.4200 28.9467 4.1351 ... 5.0219 0.3325 7.9220 43.6668 5.8619 27.9451 24.4293

 Sweden 7.9389 11.9512 7.0002 ... 0.2418 1.2144 0.0804 1.9158 10.5599 1.4176 6.7579 5.9077

 Switzerland 1.1341 1.7073 ... 0.1429 0.0345 0.1735 0.0115 0.2737 1.5085 0.2025 0.9654 0.8439

 U.K. 0.6643 ... 0.5857 0.0837 0.0202 0.1016 0.0067 0.1603 0.8836 0.1186 0.5655 0.4943

 U.S. ... 1.5054 0.8818 0.1260 0.0305 0.1530 0.0101 0.2413 1.3302 0.1786 0.8512 0.7442

Source: Thomson Reuters via WSJ Market Data Group

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

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

Corn (cents/bu.) CBOT 407.50 2.25 0.56% 826.00 314.00
Soybeans (cents/bu.) CBOT 1118.00 17.00 1.54 1,650.00 779.00
Wheat (cents/bu.) CBOT 558.75 5.25 0.95 1,144.75 447.00
Live cattle (cents/lb.) CME 81.875 –0.250 –0.30% 116.700 78.600
Cocoa ($/ton) ICE-US 2,368 –9 –0.38 3,220 1,932
Coffee (cents/lb.) ICE-US 124.90 0.25 0.20 181.60 106.60
Sugar (cents/lb.) ICE-US 15.36 0.21 1.39 15.99 9.97
Cotton (cents/lb.) ICE-US 58.17 0.12 0.21 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,680.00 55 2.10 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,676 3 0.18 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,513 –2 –0.13 2,314 1,434

Copper (cents/lb.) COMEX 218.70 10.45 5.02 372.00 129.95
Gold ($/troy oz.) COMEX 911.00 6.70 0.74 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1371.00 29.00 2.16 2,170.00 690.00
Aluminum ($/ton) LME 1,531.00 15.50 1.02 3,340.00 1,288.00
Tin ($/ton) LME 13,000.00 495.00 3.96 25,450.00 9,750.00
Copper ($/ton) LME 4,595.00 –40.00 –0.86 8,811.00 2,815.00
Lead ($/ton) LME 1,416.00 –14.00 –0.98 2,496.00 870.00
Zinc ($/ton) LME 1,540.50 13.50 0.88 2,350.00 1,065.00
Nickel ($/ton) LME 12,100 80 0.67 28,525 9,000

Crude oil ($/bbl.) NYMEX 56.34 2.50 4.64 147.91 40.85
Heating oil ($/gal.) NYMEX 1.4713 0.0451 3.16 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.6280 0.0558 3.55 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 3.887 0.272 7.52 11.840 3.251
Brent crude ($/bbl.) ICE-EU 57.15 1.87 3.38 143.31 42.62
Gas oil ($/ton) ICE-EU 467.75 12.25 2.69 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 6
Per In

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

Argentina peso-a 4.9232 0.2031 3.7013 0.2702

Brazil real 2.8229 0.3542 2.1223 0.4712

Canada dollar 1.5626 0.6400 1.1748 0.8512
1-mo. forward 1.5624 0.6400 1.1746 0.8514

3-mos. forward 1.5617 0.6403 1.1741 0.8517
6-mos. forward 1.5606 0.6408 1.1732 0.8524

Chile peso 760.71 0.001315 571.90 0.001749
Colombia peso 2965.24 0.0003372 2229.25 0.0004486

Ecuador US dollar-f 1.3302 0.7518 1 1
Mexico peso-a 17.6089 0.0568 13.2383 0.0755

Peru sol 3.9392 0.2539 2.9615 0.3377
Uruguay peso-e 31.857 0.0314 23.950 0.0418

U.S. dollar 1.3302 0.7518 1 1
Venezuela bolivar 2.86 0.350112 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7875 0.5594 1.3438 0.7442
China yuan 9.0740 0.1102 6.8218 0.1466

Hong Kong dollar 10.3087 0.0970 7.7500 0.1290
India rupee 65.7427 0.0152 49.4250 0.0202

Indonesia rupiah 13847 0.0000722 10410 0.0000961
Japan yen 131.34 0.007614 98.74 0.010128

1-mo. forward 131.29 0.007617 98.71 0.010131
3-mos. forward 131.17 0.007624 98.61 0.010141

6-mos. forward 130.96 0.007636 98.46 0.010157
Malaysia ringgit-c 4.7001 0.2128 3.5335 0.2830

New Zealand dollar 2.2920 0.4363 1.7231 0.5804
Pakistan rupee 107.157 0.0093 80.560 0.0124

Philippines peso 63.408 0.0158 47.670 0.0210
Singapore dollar 1.9589 0.5105 1.4727 0.6790

South Korea won 1693.28 0.0005906 1273.00 0.0007856
Taiwan dollar 44.120 0.02267 33.169 0.03015
Thailand baht 46.775 0.02138 35.165 0.02844

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

Euro zone euro 1 1 0.7518 1.3302

1-mo. forward 1.0001 0.9999 0.7518 1.3301

3-mos. forward 1.0003 0.9997 0.7520 1.3297

6-mos. forward 1.0004 0.9996 0.7521 1.3296

Czech Rep. koruna-b 26.777 0.0373 20.131 0.0497

Denmark krone 7.4492 0.1342 5.6003 0.1786

Hungary forint 283.91 0.003522 213.44 0.004685

Norway krone 8.6953 0.1150 6.5371 0.1530

Poland zloty 4.3955 0.2275 3.3046 0.3026

Russia ruble-d 43.667 0.02290 32.829 0.03046

Sweden krona 10.5599 0.0947 7.9389 0.1260

Switzerland franc 1.5085 0.6629 1.1341 0.8818

1-mo. forward 1.5079 0.6632 1.1336 0.8821

3-mos. forward 1.5062 0.6639 1.1324 0.8831

6-mos. forward 1.5039 0.6650 1.1306 0.8845

Turkey lira 2.0843 0.4798 1.5670 0.6382

U.K. pound 0.8836 1.1318 0.6643 1.5054

1-mo. forward 0.8836 1.1317 0.6643 1.5054

3-mos. forward 0.8836 1.1317 0.6643 1.5054

6-mos. forward 0.8836 1.1317 0.6643 1.5054

MIDDLE EAST/AFRICA
Bahrain dinar 0.5014 1.9943 0.3770 2.6527

Egypt pound-a 7.4848 0.1336 5.6270 0.1777

Israel shekel 5.5121 0.1814 4.1440 0.2413

Jordan dinar 0.9414 1.0622 0.7078 1.4129

Kuwait dinar 0.3873 2.5817 0.2912 3.4341

Lebanon pound 2005.20 0.0004987 1507.50 0.0006634

Saudi Arabia riyal 4.9882 0.2005 3.7501 0.2667

South Africa rand 11.2514 0.0889 8.4588 0.1182

United Arab dirham 4.8856 0.2047 3.6730 0.2723

SDR -f 0.8860 1.1286 0.6661 1.5013

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 20 EUROPE DJ Stoxx 600 208.02 2.95 1.44% 5.6% –36.8%

 13 DJ Stoxx 50 2094.91 28.89 1.40 1.4% –36.3%

 16 Euro Zone DJ Euro Stoxx 227.75 3.10 1.38 2.2% –38.8%

 14 DJ Euro Stoxx 50 2437.27 29.72 1.23 –0.6% –37.1%

 7 Austria ATX 2018.51 20.41 1.02 15.3% –53.8%

 12 Belgium Bel-20 2024.90 55.28 2.81 6.1% –48.2%

 9 Czech Republic PX 951.8 16.7 1.79 10.9% –42.8%

 14 Denmark OMX Copenhagen 273.44 7.26 2.73 20.9% –33.6%

 11 Finland OMX Helsinki 5935.09 134.48 2.32 9.8% –40.3%

 11 France CAC-40 3283.51 58.51 1.81 2.0% –35.3%

 14 Germany DAX 4880.71 27.68 0.57 1.5% –31.0%

 … Hungary BUX 13809.31 69.96 0.51 12.8% –40.4%

 6 Ireland ISEQ 2682.00 –21.16 –0.78% 14.5% –58.5%

 8 Italy S&P/MIB 20104 419 2.13 3.3% –41.8%

 8 Netherlands AEX 255.28 3.12 1.24 3.8% –47.4%

 7 Norway All-Shares 315.25 2.56 0.82 16.7% –43.9%

 17 Poland WIG 29887.34 110.28 0.37 9.8% –38.1%

 14 Portugal PSI 20 7132.74 178.13 2.56 12.5% –36.8%

 … Russia RTSI 897.10 25.52 2.93% 42.0% –59.2%

 6 Spain IBEX 35 9229.0 92.3 1.01 0.4% –34.2%

 15 Sweden OMX Stockholm 249.58 5.40 2.21 22.2% –24.1%

 10 Switzerland SMI 5319.26 38.33 0.73 –3.9% –30.4%

 … Turkey ISE National 100 33716.92 702.69 2.13 25.5% –22.1%

 10 U.K. FTSE 100 4396.49 59.55 1.37 –0.8% –29.8%

 11 ASIA-PACIFIC DJ Asia-Pacific 96.71 0.61 0.63 3.3% –37.4%

 … Australia SPX/ASX 200 3867.1 –23.3 –0.60% 3.9% –31.8%

 … China CBN 600 22620.93 297.94 1.33 53.2% –25.1%

 14 Hong Kong Hang Seng 16834.57 404.49 2.46 17.0% –34.3%

 15 India Sensex 11952.75 –178.33 –1.47 23.9% –31.1%

 … Japan Nikkei Stock Average 8977.37 Closed 1.3% –36.3%

 … Singapore Straits Times 2179.03 104.68 5.05 23.7% –32.5%

 11 South Korea Kospi 1393.45 –4.47 –0.32 23.9% –24.8%

 13 AMERICAS DJ Americas 237.70 3.05 1.30 5.1% –35.2%

 … Brazil Bovespa 51896.85 1227.07 2.42 38.2% –24.8%

 15 Mexico IPC 23975.89 545.65 2.33 7.1% –22.8%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of May 6, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.40% 13 ALL COUNTRY (AC) WORLD* 233.44 0.15% 2.5% –39.1%

3.40% 14 World (Developed Markets) 922.55 0.11% 0.3% –38.9%

3.10% 14 World ex-EMU 108.57 0.19% 0.9% –37.0%

3.20% 15 World ex-UK 923.67 –0.19% –0.0% –38.1%

4.20% 12 EAFE 1,218.20 0.66% –1.6% –43.1%

3.40% 10 Emerging Markets (EM) 704.29 0.47% 24.2% –40.9%

4.70% 10 EUROPE 71.57 0.66% 3.1% –36.6%

5.10% 10 EMU 137.58 –0.31% –3.2% –47.6%

4.50% 12 Europe ex-UK 78.61 –0.40% 1.3% –36.6%

5.80% 9 Europe Value 81.17 1.26% 4.7% –39.0%

3.70% 11 Europe Growth 61.34 0.07% 1.5% –34.3%

4.00% 10 Europe Small Cap 124.50 2.04% 23.3% –35.6%

3.60% 5 EM Europe 201.53 1.11% 26.9% –50.1%

5.30% 8 UK 1,290.26 2.31% –1.9% –28.7%

3.40% 10 Nordic Countries 114.53 –0.65% 16.8% –37.7%

2.70% 4 Russia 546.46 1.13% 32.6% –59.6%

4.40% 9 South Africa 583.02 –0.54% 0.7% –21.9%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 297.43 0.57% 20.2% –39.4%

2.20% 25 Japan 527.74 0.00% –0.4% –38.8%

2.70% 11 China 48.87 0.10% 19.8% –35.0%

1.50% 14 India 475.68 0.23% 28.8% –33.2%

1.70% 14 Korea 382.22 0.00% 24.5% –25.0%

5.90% 13 Taiwan 239.15 1.37% 37.9% –30.5%

2.60% 19 US BROAD MARKET 996.59 –0.43% 1.4% –33.9%

1.80% -56 US Small Cap 1,315.66 –0.57% 5.5% –30.5%

3.80% 12 EM LATIN AMERICA 2,748.53 0.88% 32.3% –41.8%

*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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Renault weighs partnership for Saturn
Auto maker in talks
to distribute its cars
via Penske alliance

Chrysler reviews its dealerships

Chrysler told a group of dealers it is weighing the strengths and weaknesses of
its 3,200 dealerships. Above, new vehicles sit at an idled Illinois plant last week.

Geely submits a bid
for GM’s Saab unit

Renault and Penske are in talks about taking over GM’s Saturn division. Above, a service area at a Saturn dealership in Ohio.

By Jeff Bennett

And Alex Kellogg

Chrysler LLC told a select group
of dealers that it is weighing the
strengths and weaknesses of its
roughly 3,200 dealerships as it tries
to prune several hundred of them
from its sales network.

In a meeting with the company’s
national dealer council, which repre-
sents the dealerships, Chrysler execu-
tives said the auto maker is reviewing
each dealership’s location, the condi-
tion of its facility, finances and sales
to determine which are the strongest
and most desirable, according to deal-
ers with knowledge of the meeting.

On Wednesday, Chrysler sepa-
rately disclosed new cash incentives
to spark sales. The auto maker said it
will provide as much as$4,000 toward
purchases of 2009 models. Other pro-
grams offer current Chrysler owners
as much as $1,000 toward most 2008
and 2009 vehicles and as much as
$1,000 toward financed purchases for
eligible credit-union members.

Tuesday’s dealer meeting came
as a handful of creditors continued
to oppose any sale of the auto mak-
er’s assets to Fiat SpA, of Italy. In the
court overseeing Chrysler’s bank-
ruptcy, a group of investors holding
about $300 million of Chrysler’s
$6.9 billion in secured debt pressed
its argument that the sale of
Chrysler assets should be blocked.

Most other secured creditors, in-
cluding several large banks that have
been given financial aid by the federal
government, have agreed to forgive
the debt in exchange for $2.25 billion
in cash. Later this week, Chrysler is ex-
pected to present the court with a list
of creditors it would like to pay off, in-

cluding many dealers who are owed
money by the auto maker, say dealers
who have talked to the company.

Fiat and Chrysler engineers,
meanwhile, are meeting this week
at Chrysler’s headquarters in Au-
burn Hills, Mich., to move forward
on their alliance, people working
with Chrysler said.

At the same time, the company’s
former financing affiliate, Chrysler
Financial, is moving ahead with
plans to wind down its lending opera-
tions. Company executives told em-
ployees at a meeting Friday that
Chrysler Financial will need only min-
imal staff in the near future to handle
the servicing of existing loans and
leases on Chrysler vehicles, people
who attended the meeting said.

Chrysler has signed a new agree-
ment to have GMAC LLC, the lender
affiliated with General Motors
Corp., replace Chrysler Financial as
its financing partner. Chrysler Fi-

nancial has stopped offering loans
to dealers and has drastically scaled
back its consumer loan financing.

“Chrysler Financial remains fo-
cused on running its business opera-
tions, and we are currently examin-
ing the results [the Chrysler bank-
ruptcy] will have on our company,”
the company said. A Chrysler spokes-
woman declined to comment.

Chrysler filed for bankruptcy pro-
tection last week after it failed to win a
debt-reduction agreement from some
of its creditors. The company intends
to restructure itself by shrinking its
dealer network and merging with Fiat.

Chrysler has asked the U.S. Bank-
ruptcy Court in Manhattan for clear-
ance to pay $753 million owed to deal-
ers for sales incentives. In court docu-
ments, it said it only intends to pay
dealers it hopes to keep in its network.
 —John D. Stoll

and Neal E. Boudette
contributed to this article.

FOCUS ON AUTOMOBILES

By John D. Stoll

General Motors Corp. is in talks
about turning its Saturn division
over to a partnership between Pen-
ske Auto Group and Renault SA that
opens the door to the French auto
maker using the brand as a launch
pad for further growth in North
America, two people familiar with
the matter said.

Renault is one of several auto
makers and other suitors interested
in the Saturn brand. GM is surviving
on $15.4 billion in government loans
and is under pressure to restructure
its balance sheet, union contracts
and operations by June 1 or face a
bankruptcy filing.

GM has held separate talks about
Saturn with Detroit auto titan Roger
Penske, who is interested in running
the Saturn dealer network as part of
a Renault agreement or with an-
other auto maker. Mr. Penske is one
of the world’s largest auto dealers
through his ownership of Penske
Auto Group. He also owns a logistics
company and has a major presence
in auto racing.

GM is looking to scale back opera-
tions in the U.S. after nearly running
out of cash in December, and it has
been searching for a buyer of the
20-year-old Saturn business since
February. It currently plans to quit
building Saturn’s five models by the

end of 2009, effectively choking off
the supply for dealers.

Some of these dealers have been
working to save Saturn by either
forming investor groups or helping
GM find a buyer for the brand. GM
may be open to building Saturn prod-
ucts on a contract basis under the
right circumstances.

In addition to the Penske and
Renault talks, GM is considering sev-

eral options for Saturn, including
closing the brand all together.

Saturn suitors are unlikely to put
cash into a deal, but would need to
take on liabilities, and the costs of
running the business, including pro-
duction. They would also have to
flesh out a showroom of vehicles
that meet Saturn customers’ high ex-
pectations for service and quality.

Under a deal being considered by

Renault, which controls Japan’s Nis-
san Motor Corp. and Korea’s Sam-
sung Motors, the French auto maker
could eventually use the Saturn net-
work of 400-plus dealers to sell its
own cars, including vehicles made
by Renault or Samsung Motors and
sold as Saturns, the people familiar
with the matter said. The Saturn
brand has a strong reputation for
customer service but has been hin-

dered under GM due to a lack of con-
sistent innovation.

By essentially giving the brand
to another auto maker, GM could po-
tentially preserve jobs in the U.S.
and avoid the messy dispute with
dealers that could come if it just
killed Saturn.

Renault could eventually build
Saturn vehicles in the U.S. if the
brand supports solid sales volumes,
one person said. But, at this point,
the deal is not done and any move
with Saturn needs the blessing of
the U.S. Treasury Department.

A Renault tie-in with Saturn
could help further Chief Executive
Carlos Ghosn’s goal of getting a bet-
ter foothold in the U.S. market. The
company already boasts a large pres-
ence in the region thanks to Nissan’s
sprawling operations based in Ten-
nessee. A deal with GM or a Penske-
run Saturn network could give Mr.
Ghosn an American brand name and
an outlet for vehicles designed in Ko-
rea or Europe that compete on fuel-
efficiency and value.

In Paris Wednesday, Mr. Ghosn
ruled out a direct purchase. “We
want things to be totally clear. We
are not interested in acquisitions
and we are not interested in [GM’s
Adam] Opel,” he said.

In recent years, Mr. Ghosn has
held serious alliance negotiations
with GM and Chrysler but failed to
strike a deal. In 2006, after spending
months researching a tie-up, GM re-
jected a proposed equity alliance
with Renault-Nissan, saying that
the deal was better for Mr. Ghosn
than for GM.
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By Norihiko Shirouzu

BEIJING—Geely Automobile
Holdings Ltd. submitted a bid to ac-
quire General Motors Corp.’s Saab
unit, people familiar with the situa-
tion said, in a new sign of the young
Chinese auto maker’s intention to
capitalize on the tumult in the car in-
dustry to expand internationally.

Geely is one of “three to four” seri-
ous bidders and appears to be the
only bidder from China, one of the
people said. He said a second Chinese
auto maker considered bidding but
didn’t follow through with an offer.

The bid for Saab comes just
weeks after it submitted a separate
bid for Ford Motor Co.’s Volvo unit,
also based in Sweden. It wasn’t imme-
diately clear what prompted Geely to
bid for a second auto maker. The
Saab bid could be designed to pres-
sure Ford to respond to Geely’s bid
for Volvo, or to raise Geely’s chances
of obtaining a foreign car maker in
case the Volvo effort falls through.

A team of executives from Geely
traveled to Sweden during the past
few weeks to tour Saab’s production
and research-and-development fa-
cilities, and to meet with members
of the Swedish auto maker’s manage-
ment team, according to two people
familiar with the situation. Geely
then submitted a bid for Saab, the
people said.

Details of Geely’s bid for Saab
couldn’t be determined. Geely
Spokesman Wang Ziliang declined
to comment.

Eric Geers, a Saab spokesman,
said Saab invited ten possible buy-
ers to travel separately to Trollhat-
tan, Sweden, over the past several
weeks to show them Saab’s facilities
and meet executives. He said the ten
included a “mix of investors and
auto makers,” but he declined to con-
firm that Geely was one of them, or
to say how many of the ten candi-
dates turned in offers. He said GM
and Saab hope to choose a buyer by
“early summer.”

A person close to GM confirmed
that Geely was one of the companies
that toured Saab’s facilities.

Geely has said recently it is inter-
ested in using international acquisi-
tions to gain access to technologies
and sales networks, and to circum-
vent trade barriers it might other-
wise face as a Chinese auto maker.

Still, its bid for Saab, especially
while it is also pursuing Volvo, could
be risky for the relatively small Chi-
nese company. Saab has been mostly
unprofitable since GM invested in
the brand in 1990, and GM said late
last year it planned to sell Saab as
part of its turnaround efforts. In Feb-
ruary, Saab filed to reorganize under
court protection in Sweden, a pro-
cess similar to Chapter 11 bank-
ruptcy protection in the U.S.

Mr. Geers said if an auto maker
or an investor is bidding for Saab to
shift its production out of Sweden,
that might not bode well with the
Swedish government, which Mr.
Geers said is moving to provide loan
guarantees to bail Saab out of its fi-
nancial trouble.
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MP-TURKEY.SI OT OT SVN 05/05 EUR 24.16 23.7 –33.9 –27.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 05/05 USD 10.48 20.2 –25.2 –11.1
Parex Caspian Sea Eq EU EQ LVA 05/05 EUR 2.86 36.2 –67.1 –46.7
Parex Eastern Europ Bd EU BD LVA 05/05 USD 10.48 20.2 –25.2 –11.1
Parex Russian Eq EE EQ LVA 05/05 USD 13.07 50.9 –56.8 –28.2

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 05/06 USD 129.23 16.5 –41.7 –17.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/06 USD 123.67 16.2 –42.3 –17.8
PF (LUX)-Biotech-Pca OT EQ LUX 05/05 USD 249.52 –12.5 –24.6 –10.3
PF (LUX)-CHF Liq-Pca CH MM LUX 05/05 CHF 124.03 0.0 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/05 CHF 93.62 0.1 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/05 USD 90.85 11.7 –26.4 –12.8
PF (LUX)-East Eu-Pca EU EQ LUX 05/05 EUR 198.26 48.5 –52.1 –33.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/06 USD 115.47 24.0 –47.1 –19.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/06 USD 372.43 22.4 –47.0 –20.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/05 EUR 80.68 5.5 –35.4 –25.3
PF (LUX)-EUR Bds-Pca EU BD LUX 05/05 EUR 374.20 0.2 3.8 1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/05 EUR 284.76 0.2 3.8 1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/05 EUR 129.38 3.6 –1.4 –1.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/05 EUR 90.96 3.6 –1.4 –1.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 05/05 EUR 106.61 18.2 –24.1 –16.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 05/05 EUR 61.80 18.2 –24.1 –16.5
PF (LUX)-EUR Liq-Pca EU MM LUX 05/05 EUR 135.45 0.6 3.0 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/05 EUR 97.62 0.6 3.0 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/05 EUR 102.26 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/05 EUR 100.90 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/05 EUR 326.88 6.8 –38.9 –29.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/05 EUR 105.80 4.6 –36.1 –28.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/05 USD 207.58 9.6 1.9 2.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/05 USD 141.22 9.6 1.9 2.4
PF (LUX)-Gr China-Pca AS EQ LUX 05/06 USD 264.02 24.1 –34.6 –7.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/06 USD 221.41 15.5 –45.8 –19.0
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 05/06 USD 185.64 17.3 –39.7 –18.4
PF (LUX)-Piclife-Pca CH BA LUX 05/05 CHF 714.11 3.6 –11.7 –10.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/05 EUR 49.61 12.4 –26.6 –23.7
PF (LUX)-Rus Eq-Pca OT OT LUX 05/05 USD 36.06 57.9 –61.3 NS
PF (LUX)-Security-Pca GL EQ LUX 05/05 USD 79.16 10.8 –20.5 –15.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/05 EUR 366.58 12.3 –35.5 –28.2
PF (LUX)-US Eq-Ica US EQ LUX 05/05 USD 84.73 3.8 –31.5 –18.3
PF (LUX)-USA Index-Pca US EQ LUX 05/05 USD 72.92 0.6 –34.7 –21.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/05 USD 511.11 –3.6 6.7 6.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/05 USD 375.04 –3.6 6.7 6.7
PF (LUX)-USD Liq-Pca US MM LUX 05/05 USD 130.65 0.4 1.7 2.8
PF (LUX)-USD Liq-Pdi US MM LUX 05/05 USD 85.31 0.4 1.7 2.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/05 USD 101.49 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/05 USD 100.78 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/05 EUR 106.45 3.3 –24.4 –18.3
PF (LUX)-WldGovBds-Pca GL BD LUX 05/06 USD 155.13 –5.9 0.1 6.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/06 USD 128.40 –5.9 0.1 6.3
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/05 USD 40.21 –3.1 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 05/05 USD 9.75 24.4 –25.9 –18.2
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 05/05 EUR 563.01 –0.1 –36.6 NS

Core Eurozone Eq B EU EQ IRL 05/05 EUR 661.97 0.7 –36.5 NS

Euro Fixed Income A EU BD IRL 05/05 EUR 1122.80 –0.8 –8.7 –6.1

Euro Fixed Income B EU BD IRL 05/05 EUR 1193.97 –0.6 –8.1 –5.5

Euro Small Cap A EU EQ IRL 05/05 EUR 962.29 13.5 –39.3 –33.7

Euro Small Cap B EU EQ IRL 05/05 EUR 1026.74 13.7 –38.9 –33.3

Eurozone Agg Eq A EU EQ IRL 05/05 EUR 518.30 4.3 –38.6 –29.5

Eurozone Agg Eq B EU EQ IRL 05/05 EUR 741.95 4.5 –38.3 –29.1

Glbl Bd (EuroHdg) A GL BD IRL 05/05 EUR 1221.87 2.1 –4.9 –2.6

Glbl Bd (EuroHdg) B GL BD IRL 05/05 EUR 1291.86 2.3 –4.2 –2.0

Glbl Bd A EU BD IRL 05/05 EUR 1016.27 3.6 3.5 –1.2

Glbl Bd B EU BD IRL 05/05 EUR 1077.62 3.9 4.1 –0.7

Glbl Real Estate A OT EQ IRL 05/05 USD 633.07 –5.0 –52.0 –34.8

Glbl Real Estate B OT EQ IRL 05/05 USD 650.09 –4.8 –51.7 –34.4

Glbl Real Estate EH-A OT EQ IRL 05/05 EUR 596.80 –4.9 –49.9 –35.2

Glbl Real Estate SH-B OT EQ IRL 05/05 GBP 55.87 –5.8 –50.2 –34.8

Glbl Strategic Yield A EU BD IRL 05/05 EUR 1265.92 12.0 –15.9 –8.8

Glbl Strategic Yield B EU BD IRL 05/05 EUR 1349.26 12.2 –15.4 –8.3

Japan Equity A JP EQ IRL 05/05 JPY 10582.00 2.4 –37.8 –29.7

Japan Equity B JP EQ IRL 05/05 JPY 11235.00 2.6 –37.4 –29.3

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/05 USD 1540.36 19.8 –38.5 –18.3

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/05 USD 1637.41 20.0 –38.2 –17.8

Pan European Eq A EU EQ IRL 05/05 EUR 755.97 5.2 –38.2 –28.5

Pan European Eq B EU EQ IRL 05/05 EUR 802.71 5.4 –37.9 –28.1

US Equity A US EQ IRL 05/05 USD 705.67 5.5 –36.3 –21.0

US Equity B US EQ IRL 05/05 USD 752.62 5.7 –36.0 –20.5

US Small Cap A US EQ IRL 05/05 USD 1050.90 4.5 –34.0 –23.0

US Small Cap B US EQ IRL 05/05 USD 1121.45 4.7 –33.6 –22.5

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/06 SEK 64.33 6.9 –38.4 –28.5

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 05/06 USD 3.24 15.6 –37.1 –20.6

Europe 2 Fd EU EQ LUX 05/06 EUR 0.76 10.0 –39.4 –30.6

Europe 3 Fd EU EQ LUX 05/06 EUR 3.26 6.7 –41.2 –31.7

Global Chance/Risk Fd GL EQ LUX 05/06 EUR 0.51 9.3 –28.9 –23.5

Global Fd GL EQ LUX 05/06 USD 1.71 2.7 –39.7 –24.4

Intl Mixed Fd -C- NO BA LUX 05/06 USD 22.69 –1.2 –31.1 –16.7

Intl Mixed Fd -D- NO BA LUX 05/06 USD 16.01 –1.2 –31.1 –15.6

Wireless Fd OT EQ LUX 05/06 EUR 0.12 26.2 –24.3 –18.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/06 USD 5.53 22.1 –34.4 –15.5

Currency Alpha EUR -IC- OT OT LUX 05/06 EUR 10.64 –2.5 2.6 2.7

Currency Alpha EUR -RC- OT OT LUX 05/06 EUR 10.57 –2.7 2.2 2.5

Currency Alpha SEK -ID- OT OT LUX 05/06 SEK 102.85 –2.6 2.3 NS

Currency Alpha SEK -RC- OT OT LUX 05/06 SEK 111.43 –2.7 2.2 2.5

Generation Fd 80 OT OT LUX 05/06 SEK 6.96 9.1 –19.4 NS

Nordic Focus EUR NO EQ LUX 05/06 EUR 62.01 24.3 –33.0 NS

Nordic Focus NOK NO EQ LUX 05/06 NOK 66.97 24.3 –33.0 NS

Nordic Focus SEK NO EQ LUX 05/06 SEK 69.60 24.3 –33.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/06 USD 1.46 5.4 –34.9 –22.8

Ethical Global Fd GL EQ LUX 05/06 USD 0.63 3.2 –38.7 –24.9

Ethical Sweden Fd NO EQ LUX 05/06 SEK 35.88 24.8 –16.6 –15.6

Europe Fd EU EQ LUX 05/06 USD 1.70 6.2 –31.5 –25.5

Index Linked Bd Fd SEK OT BD LUX 05/06 SEK 12.97 –0.8 1.9 3.6

Medical Fd OT EQ LUX 05/06 USD 2.58 –10.1 –25.3 –18.4

Short Medium Bd Fd SEK NO MM LUX 05/06 SEK 9.23 0.8 2.6 2.9

Technology Fd OT EQ LUX 05/06 USD 1.91 22.9 –27.4 –13.2

World Fd NO BA LUX 05/06 USD 1.79 8.0 –33.6 –15.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/06 EUR 1.27 0.0 0.8 1.7

Short Bond Fd SEK NO MM LUX 05/06 SEK 21.83 1.2 2.7 3.0

Short Bond Fd USD US MM LUX 05/06 USD 2.49 –0.2 0.8 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/06 SEK 9.91 –1.3 –3.6 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 05/06 SEK 8.90 –1.3 –3.6 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 05/06 SEK 24.83 –1.5 –4.1 –1.0

Alpha Bond Fd SEK -D- NO BD LUX 05/06 SEK 8.27 –1.5 –4.1 –1.0

Alpha Short Bd SEK -A- NO MM LUX 05/06 SEK 11.00 1.8 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/06 SEK 10.32 1.8 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/06 SEK 21.52 1.8 3.2 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/06 SEK 8.95 1.8 3.2 3.3

Bond Fd SEK -C- NO BD LUX 05/06 SEK 41.61 0.1 8.5 5.6

Bond Fd SEK -D- NO BD LUX 05/06 SEK 12.48 0.1 7.2 5.0

Corp. Bond Fd EUR -C- EU BD LUX 05/06 EUR 1.10 0.9 –7.5 –3.7

Corp. Bond Fd EUR -D- EU BD LUX 05/06 EUR 0.86 0.9 –7.9 –4.0

Corp. Bond Fd SEK -C- NO BD LUX 05/06 SEK 10.71 –0.3 –12.4 –6.1

Corp. Bond Fd SEK -D- NO BD LUX 05/06 SEK 8.41 –0.3 –12.2 –6.1

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/06 EUR 105.88 1.9 7.1 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/06 EUR 105.40 1.8 6.7 NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 05/06 SEK 1110.82 1.8 6.7 NS

Flexible Bond Fd -C- NO BD LUX 05/06 SEK 21.19 1.5 6.0 4.4

Flexible Bond Fd -D- NO BD LUX 05/06 SEK 11.99 1.5 6.0 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/06 SEK 78.02 –2.6 –22.4 –15.1

Global Hedge I SEK -D- OT OT LUX 05/06 SEK 71.30 –2.6 –24.6 –16.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/06 USD 1.92 24.7 –39.5 –13.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/06 SEK 23.09 37.5 –20.8 –15.0

Europe Chance/Risk Fd EU EQ LUX 05/06 EUR 843.54 10.6 –42.8 –32.7

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 04/30 AED 4.99 8.9 NS –18.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 05/04 EUR 27.58 –2.8 –6.2 –1.0

Bonds Eur Corp A OT OT LUX 05/04 EUR 21.43 3.3 –1.9 –1.8

Bonds Eur Hi Yld A OT OT LUX 05/04 EUR 15.09 13.5 –25.7 –18.0

Bonds EURO A OT OT LUX 05/05 EUR 39.94 1.1 7.0 4.4

Bonds Europe A OT OT LUX 05/05 EUR 38.28 1.1 7.0 3.7

Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0

Bonds US OppsCoreplus A OT OT LUX 05/04 USD 33.18 5.2 4.0 5.0
Bonds World A OT OT LUX 05/05 USD 38.22 –4.0 –2.5 5.3
Eq. China A OT OT LUX 05/05 USD 17.60 17.8 –35.9 –10.3
Eq. ConcentratedEuropeA OT OT LUX 05/05 EUR 21.94 6.5 –38.3 –29.3
Eq. Eastern Europe A OT OT LUX 05/05 EUR 16.91 27.9 –54.4 –34.6
Eq. Equities Global Energy OT OT LUX 05/05 USD 14.84 4.1 –44.9 –16.5
Eq. Euroland A OT OT LUX 05/05 EUR 8.98 –2.1 –39.0 –29.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/04 EUR 15.20 10.7 –32.4 –20.9
Eq. EurolandFinancialA OT OT LUX 05/04 EUR 9.07 7.6 –46.5 –35.7
Eq. Glbl Emg Cty A OT OT LUX 05/05 USD 7.23 20.9 –45.2 –17.6
Eq. Global A OT OT LUX 05/05 USD 21.17 0.6 –40.7 –26.2
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 05/05 USD 22.19 6.1 –22.4 –8.5
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 05/05 USD 7.32 14.6 –40.8 –17.3
Eq. US ConcenCore A OT OT LUX 05/04 USD 18.78 15.6 –24.9 –14.5
Eq. US Lg Cap Gr A OT OT LUX 05/05 USD 12.53 16.2 –37.5 –20.0
Eq. US Mid Cap A OT OT LUX 05/05 USD 23.55 17.5 –37.2 –16.0
Eq. US Multi Strg A OT OT LUX 05/05 USD 17.39 8.9 –38.6 –23.8
Eq. US Rel Val A OT OT LUX 05/05 USD 16.58 6.7 –40.6 –28.5
Eq. US Sm Cap Val A OT OT LUX 05/05 USD 13.10 1.2 –42.9 –31.8
Eq. US Value Opp A OT OT LUX 05/05 USD 13.22 2.0 –44.6 –32.4
Money Market EURO A OT OT LUX 05/05 EUR 27.30 0.6 3.5 3.8
Money Market USD A OT OT LUX 05/05 USD 15.80 0.4 2.0 3.2

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
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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 05/01 USD 230.98 20.2 –67.3 –46.9

Antanta MidCap Fund EE EQ AND 05/01 USD 326.30 12.6 –81.4 –52.0

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 04/30 EUR 1245.07 –3.8 –5.5 7.0
Winton Evolution GBP GL OT VGB 04/30 GBP 1224.31 –4.0 –5.2 8.0
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 04/30 USD 1214.43 –3.9 –6.0 7.2
Winton Futures EUR GL OT VGB 04/30 EUR 198.70 –3.5 6.3 17.1
Winton Futures GBP GL OT VGB 04/30 GBP 214.09 –3.5 7.1 18.6
Winton Futures JPY Lead Series 2 GL OT VGB 04/30 JPY 14229.65 –3.6 3.9 14.2
Winton Futures USD GL OT VGB 04/30 USD 705.10 –3.9 5.5 17.2

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
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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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L’Oréal’s luxury brands slow
as its cheaper lines gain steam

Carlsberg A/S

Carlsberg A/S’s first-quarter net
loss widened as the brewer took a hit
from higher financing costs related
to its joint acquisition with Heineken
NV of Scottish & Newcastle. The
Copenhagen-based maker of Tuborg,
Baltika and Kronenbourg beers
posted a net loss of 212 million kro-
ner ($38 million), compared with a
loss of 129 million kroner a year ear-
lier. Sales jumped 26% to 11.8 billion
kroner. Carlsberg and the Nether-
lands’ Heineken bought Newcastle in
2007 in a move to gain full control of
Baltic Beverages Holding, Russia’s
biggest beer producer. Carlsberg
said it gained market share in East-
ern Europe and Asia, but that it ex-
pects a “modest decline” in Russia
this year. Chief Executive Joergen
Buhl Rasmussen said the group is on
track to achieve its full-year forecast.

Canada, Europe reach
‘open skies’ airline deal
Agreement allows
point-to-point flights
without restrictions

OAO GAZ Group

Russian auto maker OAO GAZ
Group said Wednesday that it
agreed to sell British van producer
LDV Group Ltd. to Malaysia’s West-
star Group, a move that appears
likely to preserve business and save
jobs at the British company’s strug-
gling Birmingham plant. GAZ Group,
controlled by Russian tycoon Oleg
Deripaska, said in a statement the
deal had been facilitated by a £5 mil-
lion ($7.5 million) bridge loan from
the British government, which will
support LDV’s operations while the
sale to the Malaysian producer and
distributor closes. GAZ Group said
LDV—formerly Leyland DAF Vans—
withdrew an application for adminis-
tration, a form of bankruptcy protec-
tion, filed in April after LDV failed to
secure funding. It didn’t provide the
financial details of the sale.

—Compiled from staff
and wire service reports.

E.ON

E.ON AG Chief Executive Wulf
Bernotat said he will step down af-
ter his contract expires in May
2010. Mr. Bernotat told sharehold-
ers at the German utility’s annual
general meeting that he won’t re-
new his contract for personal rea-
sons. He added that he turns 62
years old in 2010 and seeks a “new
professional challenge.” Mr. Berno-
tat has been CEO of E.ON since
2003. His existing contract was ex-
tended early in 2007, but his sec-
ond term was shortened because
of his age. Under Mr. Bernotat’s
leadership, E.ON became the
world’s largest investor-owned
utility by market value. In the past
two years, Mr. Bernotat led a rapid
expansion across Europe, buying
assets in Italy, Spain, France, Rus-
sia and Sweden while also broaden-
ing the company’s renewable-ener-
gies activities.

By Max Colchester

PARIS — L’Oréal SA, the world’s
largest cosmetics maker, reported
flat sales for the first quarter of
2009 as consumers shied away from
its luxury skin creams and sham-
poos in favor of its cheaper brands.

The maker of products ranging
from Giorgio Armani perfume to
Lancôme skin cream and Maybelline
eye shadows said sales increased
0.3% to Œ4.37 billion ($5.83 billion)
in the first three months of 2009.
Jean-Paul Agon, L’Oréal’s chief exec-
utive, said that he would not offer
specific guidance for the year but
that results would “improve” dur-
ing 2009.

The company did not break out
profits for the quarter.

Like other cosmetics compa-
nies, L’Oreal has suffered as depart-
ment stores and professional hair
salons hold back on ordering new
products. The company was also
hit by a reduction in duty-free
sales, which it said fell 30% in the
first quarter, as travelers—who are

more scarce—reined in spending
on items such as perfume.

Taking into account the effect of
currency fluctuations, sales fell
9.3% in Western Europe and 5% in
North America. This shortfall was
partly offset by an increase in reve-
nue in Asia.

Sales at L’Oréal’s luxury cosmet-
ics division, which includes Yves
Saint Laurent perfumes and
Lancôme skin creams, decreased
17.5%, taking into account cur-
rency fluctuations, to Œ926 million
as demand dropped in key markets
such as Russia and Dubai. The con-
sumer products unit held up better—
with sales up 1% to Œ2.19 billion —
as customers continued to buy its
drugstore lines, such as Garnier
hair products.

L’Oréal said it would weather the
slowdown by continuing to reduce
costs. The company said that it had
put in place all the cost-cutting mea-
sures it had outlined at the end of
last year. These include cutting 500
jobs in the U.S and the closure of a
plant in Monaco.

“This has been a tough quar-
ter,” said Mr. Agon. “But we should
see an improvement in the next
few quarters.”

On Tuesday German consumer
goods company Beiersdorf AG,
which makes Nivea skin cream, said
net profit for the f irst quarter was
down 31% to Œ100 million.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Henkel AG

Henkel AG said its first-quarter
net profit fell 47% on slumping de-
mand for adhesives. The Düsseldorf-
based maker of products such as Per-
sil detergent and Loctite glue said
net profit fell to Œ117 million ($155.9
million) from Œ219 million a year ear-
lier. Sales rose 3.1% to Œ3.26 billion,
helped by the acquisition of Na-
tional Starch businesses in April
2008. Chief Executive Kasper Ror-
sted said the earnings were hurt by a
drop in orders from auto makers for
its adhesive products. However, Mr.
Rorsted said Henkel’s laundry and
home-care units, along with cosmet-
ics and toiletries, showed improve-
ments. Henkel said it expects con-
sumer businesses to continue devel-
oping in the second quarter, while it
anticipates a slight improvement in
the adhesives sector.

Marsh & McLennan Cos.

Marsh & McLennan Cos. swung
to a first-quarter profit, reversing a
year-earlier loss caused by a $425
million write-down of its Kroll secu-
rity business, but the company re-
ported weaker operating results
due to woes at its consulting busi-
ness. Economic volatility is boost-
ing business at the firm’s core insur-
ance brokerages as customers look
for help managing risk, but the re-
cession has weighed on operations,
such as the consulting and technol-
ogy segments. Marsh reported a
profit of $176 million, or 33 cents a
share, compared with a prior-year
loss of $210 million, or 40 cents a
share. Excluding items such as the
Kroll write-down, earnings fell to 40
cents a share from 45 cents. Reve-
nue decreased 13% to $2.63 million.

Adecco SA

Adecco SA posted an 83% drop in
first-quarter net profit as demand
for temporary and permanent em-
ployment continued to deteriorate.
The world’s largest employment
company in terms of sales said net
profit fell to Œ23 million ($30.6 mil-
lion) in the three months ended
March 31 from Œ138 million a year
earlier. Revenue fell 26% to Œ3.7 bil-
lion from Œ5.03 billion. The most pro-
nounced declines were registered in
Italy and the U.K., where sales fell
42%, followed by France, Adecco’s
biggest single market, where reve-
nue fell 32%. The Zurich-based com-
pany also warned of difficult
months ahead as staffing markets
are expected to remain weak, espe-
cially in Europe. In March, the job-
less rate in Europe hit 8.9%, the high-
est level in nearly four years.

British Airways PLC

Traffic increases 0.9%;
premium travel drops

British Airways PLC said it re-
versed traffic declines last month
and filled a higher proportion of its
available seats because of capacity
cuts. Traffic rose 0.9% from a year
earlier to 9.36 billion revenue pas-
senger kilometers. BA carried 2.8
million passengers, up 1.3%. The fig-
ures were boosted by Easter, a key
period for leisure travel, which was
in April this year but in March last
year. BA’s lucrative premium traffic
dropped 18%. Dublin-based Ryanair
Holdings PLC reported a 12% in-
crease in passengers carried to 5.3
million. Its load factor, a measure of
how full its planes are, rose three per-
centage points to 82%. Budget car-
rier easyJet PLC, London, said it car-
ried 3.8 million passengers, up 6.3%.
EasyJet’s load factor increased 4.2
percentage points to 84.2%.

Biovail Corp.

Biovail Corp. took steps to boost
its cash resources, including a long-
expected dividend cut, to support de-
velopment of its new drug strategy.
The company, which is based in On-
tario, said it will cut its quarterly divi-
dend payment to nine cents a share
from its previous 37.5 cents a share.
It also bought the U.S. rights to anti-
depressant Wellbutrin XL from
GlaxoSmithKline PLC for $510 mil-
lion. Investors expressed skepticism,
however. In afternoon trading
Wednesday, Biovail shares were
down $1.47, or 13%, at $9.93 on the
New York Stock Exchange. Mean-
while, Biovail posted earnings of $39
million, or 25 cents a share, down
from $56.4 million, or 35 cents, a year
earlier. Revenue fell 17% to $173.3 mil-
lion. Product sales declined 16% to
$165.4 million, hurt in part by lower
revenue from Wellbutrin XL.

The company said it
would weather the
slump by continuing
to reduce costs.

Electronic Arts Inc.

Videogame publisher Elec-
tronic Arts Inc., which has been
struggling with high development
costs and a weak lineup of games,
reported a smaller loss its fiscal
fourth quarter, helped by cost-cut-
ting and a focus on fewer titles.
Marketing and sales expenses fell
10% from a year ago; administra-
tive costs fell 17%. EA executives
were upbeat about the current
quarter, during which the company
will be releasing a slate of games,
several of them for Nintendo Co.’s
popular Wii console. The Redwood
City, Calif., company reported a net
loss of $42 million, or 13 cents a
share, for the fourth quarter ended
March 31, compared with a loss in
the year-earlier period of $94 mil-
lion, or 30 cents a share. Revenue
declined 24% to $860 million.

REUTERS NEWS SERVICE

PRAGUE—Canada and the Euro-
pean Union signed an “open skies”
deal Wednesday under which air-
lines from the two trading part-
ners will be able to fly freely be-
tween any airport in the 27-coun-
try EU and any in Canada.

“This will generate major bene-
fits for consumers and airlines ...
and will make the EU-Canada avia-
tion market one of the most open
in the world,” European Commis-
sion President José Manuel Bar-
roso told a news conference.

The deal will replace an exist-
ing patchwork of bilateral agree-
ments between Canada and Euro-
pean states that include restric-
tions on routes, prices and the
number of weekly flights.

The agreement will also ease re-
strictions on control and owner-
ship of airlines and follows a simi-
lar pact between the EU and the
U.S. in March of last year.

The deal came at the start of
talks on a trade pact valued at an

additional $27 billion each year to
the combined economies of Can-
ada and the EU, suffering from
weakening trade amid the finan-
cial crisis.

“We were trying to reach this
agreement somewhere from the
1970s,” Canadian Prime Minister
Stephen Harper said of the trade
deal. “Finally this agreement we
have is a glimmer of light in the
darkness of the global recession.”

A study by the European Com-
mission, the EU’s executive arm,
suggested the aviation agreement
would generate an additional
500,000 million passengers in its
first year, plus more than 1,000
jobs and economic benefits of at
least Œ72 million ($95.9 million).

Canada already plans to raise
the foreign ownership limit to 49%
of an airline’s voting stock from
25%—a move welcomed by the
country’s main carriers, Air Can-
ada and WestJet Airlines Ltd.,
which want more investment.

In a later phase of the deal, in-
vestors will be able to set up and
control airlines in each other’s
markets, and in a final stage, air-
lines will be able to fly freely
within each other’s markets and
onward from there to other re-
gions.

Gas Natural SDG SA

Spain’s Gas Natural SDG SA re-
ported a 5.1% rise in first-quarter
earnings as a strong performance in
its gas-supply business compen-
sated for lower electricity prices.
The company said net profit rose to
Œ353 million ($470.4 million) from
Œ336 million a year earlier. The
March 1 integration of the compa-
ny’s 50.02% stake in Union Fenosa
SA also boosted results. Gas Natural
may benefit more from the takeover
than originally thought, Chief Execu-
tive Rafael Villaseca said during a
conference call. He said cost savings
and revenue synergies from the
merger could exceed the Œ290 mil-
lion over three years that was fore-
cast when the takeover was an-
nounced last year. Gas Natural
boosted its stake in Fenosa to 95.2%
in April and expects to complete its
takeover in September.

Orbitz Worldwide Inc.

Orbitz Worldwide Inc. reported
Wednesday that its first-quarter
loss widened sharply on a write-
down related to declines in the com-
pany’s stock price. Without the
$332 million write-down, however,
results were stronger than ex-
pected. Businesses and consumers
have been scaling back travel amid
the weak economy, and those cut-
backs hurt companies such as Or-
bitz, which allows customers to
book hotels and flights at discount
rates through its site. The company
posted a loss of $336 million, or
$4.02 a share, widening from a
year-earlier loss of $15 million, or
18 cents a share. In the past year,
through Tuesday, Orbitz stock had
fallen more than 70%. Revenue de-
creased 14% to $188 million.

Skanska AB

Skanska AB flagged continued
weak demand as the construction
company said its first-quarter net
profit halved. The Stockholm-based
company said fell 51% to 432 million
Swedish kronor ($54 million) from
873 million kronor a year earlier.Reve-
nue fell 2.2% to 30.86 billion kronor.
“In all our markets, the demand for
building construction is continuing to
weaken, both in residential and other
private construction,” the company
said. However, Skanska, which is lay-
ing off about 3,400 employees from
its nearly 60,000-strong work force,
signaled the beginning of a recovery
in the U.S. Chief Executive Johan Karl-
strom said the U.S.government’s stim-
ulus package has begun to spur de-
mand for infrastructure projects.
Skanska said it still sees its full-year
volume falling 10% in local currencies.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/05 GBP 6.63 –0.5 –27.2 –16.3

Andfs. Borsa Global GL EQ AND 05/05 EUR 5.47 –5.6 –37.7 –25.2

Andfs. Emergents GL EQ AND 05/05 USD 12.43 24.4 –40.6 –15.4

Andfs. Espanya EU EQ AND 05/05 EUR 10.39 –3.9 –36.1 –21.8

Andfs. Estats Units US EQ AND 05/05 USD 12.25 0.4 –35.5 –21.4

Andfs. Europa EU EQ AND 05/05 EUR 6.36 –2.0 –35.5 –25.4

Andfs. Franca EU EQ AND 05/05 EUR 7.98 –3.6 –36.5 –27.5

Andfs. Japo JP EQ AND 05/05 JPY 437.54 –0.2 –37.7 –29.1

Andfs. Plus Dollars US BA AND 05/05 USD 8.31 –1.4 –21.0 –12.1

Andfs. RF Dolars US BD AND 05/05 USD 10.21 –0.1 –10.5 –4.9

Andfs. RF Euros EU BD AND 05/05 EUR 9.04 1.0 –16.3 –10.6

Andorfons EU BD AND 05/05 EUR 11.89 –0.3 –19.5 –13.7

Andorfons Alternative Premium OT OT AND 03/31 EUR 92.76 0.4 –17.7 –9.1

Andorfons Mix 30 EU BA AND 05/05 EUR 7.89 –2.6 –28.3 –18.6

Andorfons Mix 60 EU BA AND 05/05 EUR 7.68 –5.6 –36.5 –24.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 04/30 USD 146307.27 8.5 –38.3 –22.6

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 05/06 EUR 9.74 –3.3 –4.7 –2.4
DJE-Absolut P GL EQ LUX 05/06 EUR 175.72 0.3 –24.9 –15.4
DJE-Alpha Glbl P EU BA LUX 05/06 EUR 157.23 2.2 –18.5 –11.2
DJE-Div& Substanz P GL EQ LUX 05/06 EUR 182.56 4.4 –21.5 –13.0
DJE-Gold&Resourc P OT EQ LUX 05/06 EUR 138.65 6.1 –23.2 –10.4
DJE-Renten Glbl P EU BD LUX 05/06 EUR 122.91 2.7 1.2 0.7
LuxPro-Dragon I AS EQ LUX 05/06 EUR 122.84 32.3 –20.9 –2.3
LuxPro-Dragon P AS EQ LUX 05/06 EUR 119.90 32.1 –21.3 –3.4
LuxTopic-Aktien Europa EU EQ LUX 05/06 EUR 14.92 4.1 –15.4 –8.7
LuxTopic-Pacific AS EQ LUX 05/06 EUR 11.02 21.8 –40.8 –22.9

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 03/31 USD 32.30 –6.6 –53.8 –13.3

EFG-Hermes MEDA* GL EQ BMU 03/31 USD 19.10 –8.8 –47.1 –13.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 04/28 SAR 5.28 11.5 NS NS
EFG-Hermes Telecom OT EQ BMU 03/31 USD 24.85 –3.1 –28.2 –12.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 05/05 USD 279.96 14.0 –10.8 –4.4
Sel Emerg Mkt Equity GL EQ GGY 05/05 USD 155.18 18.5 –41.5 –16.9
Sel Euro Equity EUR US EQ GGY 05/05 EUR 78.93 3.2 –40.8 –30.0
Sel European Equity EU EQ GGY 05/05 USD 139.63 1.5 –48.4 –30.4
Sel Glob Equity GL EQ GGY 05/05 USD 149.51 4.1 –42.0 –27.3
Sel Glob Fxd Inc GL BD GGY 05/05 USD 125.04 –3.0 –16.3 –6.1
Sel Pacific Equity AS EQ GGY 05/05 USD 102.60 13.5 –39.2 –19.4
Sel US Equity US EQ GGY 05/05 USD 102.92 2.1 –36.7 –23.1
Sel US Sm Cap Eq US EQ GGY 05/05 USD 140.39 7.4 –35.2 –26.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/04 EUR 293.57 0.6 –14.7 –9.8
EPB Flexible 50/50 OT OT LUX 05/04 EUR 218.57 1.2 –21.7 –14.9
KBC Eq (L) Europe EU EQ LUX 05/05 EUR 410.74 5.7 –40.0 –29.4
KBC Eq (L) Japan JP EQ LUX 05/05 JPY 15751.00 –5.8 –40.5 –31.8
KBC Eq (L) NthAmer EUR US EQ LUX 05/05 EUR 461.84 1.1 –37.2 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/05 USD 675.29 1.8 –35.2 –20.9
KBL Key America EUR US EQ LUX 05/04 EUR 326.25 2.3 –40.8 –24.4
KBL Key America USD US EQ LUX 05/04 USD 343.47 3.2 –39.6 –23.1

KBL Key East Europe EU EQ LUX 05/04 EUR 1359.97 28.5 –53.6 –33.1
KBL Key Eur Sm Cie EU EQ LUX 05/04 EUR 680.92 8.3 –44.1 –34.4
KBL Key Europe EU EQ LUX 05/04 EUR 529.84 2.1 –32.6 –25.9
KBL Key Far East AS EQ LUX 05/04 USD 1037.04 14.9 –39.3 –20.2
KBL Key Major Em Mkts GL EQ LUX 05/04 USD 423.60 23.6 –50.7 –21.7
KBL Key NaturalRes EUR OT EQ LUX 05/04 EUR 394.43 15.8 –32.8 –16.3
KBL Key NaturalRes USD OT EQ LUX 05/04 USD 400.53 11.1 –41.8 –17.0

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 04/30 USD 39.93 17.0 –41.2 –20.1
LG Asian Plus AS EQ CYM 04/24 USD 40.07 6.0 –42.7 –18.9
LG Asian SmallerCo's AS EQ BMU 05/05 USD 67.55 22.5 –46.5 –34.5
LG India EA EQ MUS 05/04 USD 36.92 15.7 –48.6 –22.7
Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 05/05 EUR 20.22 –22.9 –62.2 –53.0
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REITs buy their bonds back—on the cheap

U.S. prepares conditions for those exiting TARP
Step 1: Wean bank
from FDIC backing
for bond offerings

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

By Kris Hudson

And Lingling Wei

In the race to shed debt, several
U.S. real-estate investment trusts
have come up with a new approach:
They are buying back their public
bonds at steep discounts.

While bond buybacks are just
one of many deleveraging methods
REITs are pursuing, analysts said
the bond buying can provide the big-
gest impact per dollar. “If the bond
market perceives that there is high
credit risk and they’re willing to sell
bonds back to the company at 50%
of face value, then the company can
use $1 to retire $2 of debt,” said
David Loeb, a REIT analyst with
R.W. Baird & Co.

In the past six months, 16 large
REITs have repurchased a cumula-
tive $3.9 billion in face value of
bonds at a discounted outlay of $2.5
billion. Among the biggest offerings
was ProLogis, a warehouse devel-
oper, which used $414 million since
October to buy bonds with a face
value of $641 million.

More recently, iStar Financial
Inc., which specializes in commer-
cial-property finance, offered to re-
purchase as much as $265 million of
its bonds due in September at dis-
counts of 10% to 13%.

In some cases, companies can
even make a tidy profit on the bond-
buyback transactions. Cheap buy-

backs can be “a very interesting arbi-
trage opportunity,” said Jim Corl,
head of distressed real-estate invest-
ments at Siguler Guff & Co., a pri-
vate-equity firm.

Shopping-centerowner Develop-
ers Diversified Realty Corp. earlier
this year sold several properties that
had expected returns of about 8%
and used the proceeds, to repur-
chase $160 million of its bonds at a
49% discount. Although the com-
pany had to sell the properties at a
discount from where they were val-
ued a few years ago, that discount

was much smaller than the discounts
on the bonds they purchased. As a re-
sult, the company actually booked a
profit from this transaction.

REITs still have a lot of debt to
pare down. At present, there is
roughly $100 billion in REIT bonds
outstanding, according to debt-rat-
ing firm Fitch Inc. The industry’s cu-
mulative debt, which now amounts
to more than 60% of its market
value, will shrink to less than 40% in
the coming years, according to real-
estate research company Green
Street Advisors Inc.

Not all of that debt will be retired
at discount rates, and not all REITs
have or can get the cash to buy back
their debt. Many recently bought
back bonds at par, with no discount.

Developers Diversified,owns and
manages more than 700 shopping
centers globally. The REIT has an ad-
ditional $1 billion in debt coming due
through the end of 2010, including
$479 million in bonds that it might
target for more opportunistic buy-
backs, said David Oakes, Developers
Diversified’s chief investment of-
ficer. REITs that buy back and retire
bonds must report any discount
from the bonds’ face value as a one-
time financial gain, but they needn’t
pay taxes on it for five years due to
new stimulus-related legislation.

Why would bondholders sell
bonds at discounts? Investors that
own bonds scattered across a given
REIT’s spectrum of debt might sell
back some at a discount in the hope
that news of the REIT’s debt-paring
activities will spur a rise in the value
of its other bonds and stock, said
one bond trader who declined to be
identified.

In other cases, investors such as
hedge funds will sell at a discount to
raise capital to meet their own press-
ingobligations,RobertW.Baird’sMr.
Loeb said. Some REITs report that
bondholders came to them with of-
fers to sell rather than the REIT seek-
ing them out with an offer to buy.
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Discount bonanza
Since October, many U.S. REITs have bought back bonds at discounts from 
face value of 2% to 50%.
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By Terence Poon

BEIJING—China’s central bank
said the country’s recovery isn’t yet
on a solid footing, and sounded a cau-
tious note on the rapid growth in do-
mestic lending.

“External economic trends are se-
vere and uncertainties exist,” the Peo-
ple’s Bank of China said in its first-
quarter monetary-policy report is-
sued on its Web site Wednesday.

The central bank reiterated that
it will maintain its moderately loose
monetary policy and ensure suffi-
cient liquidity in the banking sys-
tem, but it added that loan quality
needs to improve to “prevent risks
of amplifying volatility in the econ-
omy and of rebounding nonperform-
ing loans.”

Despite its concerns about the
sharp loan growth, the PBOC prom-
ised to ensure credit levels will ac-
commodate economic growth. “If
the international financial crisis
deepens in the future, credit will
need to continue growing at a cer-
tain pace,” it said.

China extended 4.58 trillion
yuan ($670 billion) of new loans in
the first quarter, already 92% of the
minimum five trillion yuan target
the government set for the full year.

China sounds
a cautious view
on its economy

By Deborah Solomon

And Damian Paletta

WASHINGTON—Banks that want
to return Troubled Asset Relief Pro-
gram funds will have to demonstrate
their ability to wean themselves off
another major federal program, ac-
cording to senior U.S. government of-
ficials, making it less attractive for
some banks to return the money.

The other program, a guarantee
of debt issuance offered by the Fed-
eral Deposit Insurance Corp., al-
lows firms to borrow money rela-
tively inexpensively. Banks have
$332.5 billion of debt outstanding
under this program, which began
last fall.

Regulators are expected to soon

detail the complete set of guide-
lines on how banks can repay TARP.
The guidelines signal a potential
turning point in the financial cri-
sis, with the government and some
banks beginning to unwind federal
involvement in the industry.

The U.S. Senate on Wednesday
approved an amendment to
broader legislation that could
make it less costly for financial in-
stitutions to exit TARP.

The measure addresses the war-
rants the Treasury received in ex-
change for purchasing preferred
stock in hundreds of banks. The
warrants give the Treasury the
right to purchase common stock at
a later date so taxpayers can re-
ceive more of a return on their in-
vestment when the banking indus-
try recovers.

The measure would remove the
program’s requirement that the
Treasury liquidate the warrants
within 10 days after a TARP recipi-
ent repays the government. The

Treasury could hold on to the war-
rants and extinguish them at a
later date, or not at all.

Several banks have been chomp-
ing at the bit to return their TARP
funds, in part to prove their finan-
cial health, but also to escape from
tough rules governing executive
compensation, dividend payments
and stock repurchases.

Earlier this year, Congress man-
dated that banks be allowed to re-
pay TARP in consultation with
their primary regulator. But gov-
ernment officials want to ensure
banks are healthy enough to forgo
government assistance.

Officials believe most big banks
are well-capitalized today, but are
concerned about their ability to
continue making loans if economic
conditions continue to deterio-
rate. On Thursday, the U.S. is ex-
pected to direct about 10 of the 19
banks undergoing government
“stress tests” to boost capital so
they can withstand future losses.

Banks received the final results
Tuesday afternoon.

Banks that are judged to need a
bigger capital cushion will get six
months to raise that money, either
from private investors or the gov-
ernment.

Some of those deemed strong
enough to weather the storm with-
out new capital might not get a
green light to repay their TARP
funds. Government officials don’t
want banks to repay the money,
only to find they aren’t healthy
enough to continue lending.

As a result, firms will have to
show they don’t need the FDIC
guarantee to issue debt, such as by
raising money without the guaran-
tee.

Several major banks have al-
ready taken steps to show they
don’t need the assistance. J.P. Mor-
gan Chase & Co. recently sold $3
billion, and Goldman Sachs Group
Inc. sold $2 billion, while BB&T
Corp. issued $800 million, and

Northern Trust Corp. issued $500
million.

By contrast, various units of
Citigroup Inc. issued a total of $7
billion in FDIC-backed debt last
week.

The program, created in Octo-
ber, allowed banks and holding
companies to issue certain senior
unsecured debt with a government
guarantee, for a fee. The purpose
was to facilitate lending between
banks and make it easier for lend-
ers to issue debt, because inves-
tors knew there was a government
guarantee on the offering.

The requirement to forgo the
FDIC guarantee would make it
harder for such firms as Citigroup
and Bank of America Corp. to get
out of TARP, since they are more re-
liant on government aid. Analysts
say those banks are the least likely
to pay back TARP anytime soon.
 —David Enrich

contributed to this article.
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Note: GMAC LLC also was tested 
but isn't publicly traded.
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Market test 
How stocks of 18 big banks have performed since the U.S. government 
announced stress tests of the banks on Feb. 10
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Stress tests shine light on banks
U.S. officials hope results will lift cloud of uncertainty and boost sector’s strong players

Fed discussed buying bonds as far back as ’03

By Jonathan Weisman

WASHINGTON—U.S. President
Barack Obama’s detailed 2010 bud-
get plan, due out Thursday, will pro-
pose modest cuts and consolida-
tions in programs across the govern-
ment. But even those trims are
likely to provoke opposition from
lawmakers and interest groups.

White House budget director Pe-
ter Orszag and his deputy, Rob Na-
bors, laid out 121 programs Mr.
Obama wants eliminated or consoli-
dated next year in a meeting with se-
nior Democratic lawmakers Thurs-
day. That would bring spending down
by $15 billion compared with what it
would have been without those cuts.

Half the cuts would come from
defense, especially Pentagon weap-
ons programs. The other half would
trim or consolidate programs that
have strong support among progres-
sive activists who cheered Mr.
Obama’s election.

Programs to be eliminated or
consolidated would include educa-
tion and job-training programs
that Democratic aides said will
have fierce advocates among tradi-
tionally Democratic constituen-
cies. AIDS activists are fuming that
an expansion of developing-world
health programs favors other
health needs over HIV/AIDS.

Liberal think tanks are worried
about a proposed partnership with
state governments to root out
fraud in joint state-federal pro-
grams such as Medicaid and chil-
dren’s health insurance.

The program eliminations and
consolidationsbeingproposedare al-
ready raising skepticism among Re-
publicans and Democrats alike. Mr.
Obama has said he will target educa-
tion programs that he believes are
duplicative and wasteful. So did
former President George W. Bush.

Indeed, about 40% of the pro-
grams Mr. Obama has targeted for
elimination or consolidation come
directly from a similar list proposed
by Mr. Bush over the last two budget
seasons on Capitol Hill. Congress
largely ignored them.

A senior Democratic aide in the
House said Mr. Obama’s list will
likely suffer the same fate unless
he backs it up with a legitimate ef-
fort to slow the growth of entitle-
ment programs such as Medicare
and Social Security. Only that ef-
fort will really make a dent in bud-
get deficits expected to pile $7 tril-
lion of debt onto the government
over the next decade, if Mr. Obama
secures all his initiatives.

StacyDean, directoroffood-assis-
tance policy at the liberal Center on
Budget and Policy Priorities, said ad-
vocates for the poor are willing to ac-
cept the Obama administration’s ef-
forts to ensure the integrity of some
federal programs, like unemploy-
ment insurance, supplemental secu-
rity income under Social Security
and Medicare, if only to try to over-
come widely held suspicions that the
programs are fraught with abuse.

By David Wessel

After financial markets close
Thursday, the U.S. government and
the nation’s 19 largest banks will re-
veal results of the very stressful
stress tests that bank supervisors
have been conducting.

By calibrating the capital cush-
ion each big bank needs in order to

withstand even-
worse-than-antici-
pated losses over

the next two years and then making
banks raise that money, Treasury
Secretary Timothy Geithner and
Federal Reserve Chairman Ben Ber-
nanke have at least two goals: to dis-
pel the fog of uncertainty that hangs
over banks and assure everyone
that, even if conditions worsen, the
U.S. economy and its banks will sur-
vive this crisis.

The stress tests won’t resolve
the crisis. But here’s what we’ll
know at the end of the day that we
don’t know now:

How much more blood the gov-
ernment expects big banks to
shed.

For nearly three months, more
than 150 federal employees have
been scrutinizing bank books, ques-
tioning bankers’ projections of
losses category by category and com-
paring each bank’s expectations to
others. The government now knows
hugely more about the 19 banks,
which represent about two-thirds of
all U.S. bank assets, than anyone
else. It won’t share all it learned, and
critics still will insist the Treasury
and Fed are insufficiently gloomy.
But disclosing and applying a com-
mon set of economic assumptions
and accounting conventions across
the big banks to come up with a total
will bring much needed clarity.

The latest International Mone-
tary Fund estimates put total losses
at a stunning $4.1 trillion for all fi-
nancial institutions around the
world, counting losses already recog-
nized and those not yet acknowl-
edged. The stress-test tally is nar-
rower: as-yet-unacknowledged
losses that 19 big U.S. banks face in
the next two years if conditions are
bad, but not catastrophic. Private es-
timates range widely from about
$300 billion to $1 trillion; the compa-
rable IMF figure is about $400 bil-
lion. The government tally likely will
fall in the middle, probably toward
the lower end of the private range.

So that’s the first big headline
number: total potential losses be-
yond those the banks already have
taken. Subtract that sum from
banks’ existing capital, add profits
they’ll make this year and next and
you get the second big headline num-
ber: the total capital the government
wants banks to raise in the next six
months. That sum, Mr. Bernanke as-
sured Congress this week, will be
manageable; that’s reassuring, as
long as the estimate is credible.

Which banks are strong, and
which aren’t.

In the initial phase of its bank res-
cue, the government deliberately
didn’t distinguish between weak
and strong. In October, it forced the
nine biggest banks to take taxpayer
capital whether they needed it or
not. The point was to avoid stigma-
tizing the weak.

Now, the government—while in-
sisting it will do whatever it takes to
keep all 19 banks alive—wants to dis-
tinguish between weak and strong.
Market worries about the viability of
the weak are contagious and hurting
the ability even of the strong to raise
money and resume lending. The
stress tests are intended to end that.
Stress testers, for instance, didn’t ap-
ply an across-the-board formula to

gauge potential losses of commer-
cial-real-estate loans; instead, they
looked at each bank’s loans and pro-
jected bigger losses at some and
smaller at others—and those differ-
ences will be made public.

The Geithner-Bernanke strategy
is to reassure markets about the
strength of the strong so they aren’t
dragged down by the weak, and to
show a six-month road map for shor-
ing up the weak—with taxpayer
money if needed. That makes sense,
as long as it doesn’t provoke a run
on the weakest of the 19.

How banks will fill the holes.
Many, maybe most, of the 19 big

banks will be told to raise more
capital. Given the hassle, and con-
gressionally mandated restraints
on executive pay, no bank CEO pre-
fers to take more taxpayer money.
So they have good reason to offer
credible alternatives.

Messrs. Bernanke and Geithner
would be thrilled if even a few banks
could sell common stock to inves-
tors. Despite the welcome upturn in
bank stocks in the past three weeks,
that would be tough.

So bankers, even if unhappy
with the government’s stress-test
verdict, will outline plans to sell as-
sets—both whole businesses and

smelly loans and securities—and
to convert private and existing gov-
ernment preferred stock into com-
mon shares. That’s not as solid as
selling new shares, but it saves
money on dividends (thus increas-
ing bank profits and fattening capi-
tal cushions), makes selling new
common shares in the future eas-
ier and is said by investors to im-
prove the quality of bank capital.
In the end, some banks will end up
taking more taxpayer capital:
which ones and how much may not
be immediately clear.

The conclusion of the stress test
should reduce some of the debilitat-
ing uncertainty that is undermining
confidence in the banks and, thus,
their ability to lend. If the numbers
are believable, the results will in-
fuse debate over the depth of the
banks’ woes with sorely needed
facts. If the process was as thorough
as described, there should be fewer
big surprises lurking in bank books.

That’s all for the good. But ulti-
mately, particularly if the economy
deteriorates, President Barack
Obama may tell Congress he needs
more money for the banks than
they’ve approved already. If so, he
can honestly say that he tried every-
thing else first.
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Obama budget
to cut programs,
spur opposition

Pentagon weapons
cuts will account for
much of the reduced
spending.
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By Brian Blackstone

WASHINGTON—Federal Re-
serve decisions in 2007 and 2008 to
embark on nontraditional methods
to stimulate the economy, such as
buying bonds, appeared unusual at
the time.

But those methods were actually
debated as far back as 2003, when of-
ficials cut official rates to the lowest
level in decades. Those cuts raised
questions at the time about how offi-
cials should respond to a weak econ-
omy and to deflationary forces
when rates are near zero.

It appears that even six years
ago, Fed Chairman Ben Bernanke—
who was then a Fed governor—was

thinking about unconventional pol-
icy tools, including purchases of
long-maturity bonds.

“We are not by statute or prac-
tice restricted to affecting only the
overnight rate, which would obvi-
ously mean that, when that rate gets
to zero, we’re out of business,” then-
Fed Chairman Alan Greenspan said
during the June 2003 Federal Open
Market Committee meeting.

Transcripts of the 2003 FOMC
meetings were released Wednesday
by the Fed.

In June of that year, officials low-
ered the target federal-funds rate
for interbank lending by 0.25 per-
centage point to 1%, which was a five-
decade low.

At its next meeting in August, it
signaled to Wall Street that inves-
tors could count on low interest
rates for some time by stating that
“policy accommodation can be main-
tained for a considerable period.”

In hindsight, the deflation risk
seemed overblown, and the downturn
officials were battling turned out to
be quite mild by historical standards.

A commonly held view now is
that by lowering interest rates so ag-
gressively then—and keeping them
there for an extended period—the
Fed unwittingly contributed to the
ensuing housing bubble, the collapse
of which it’s still wrestling with now.

The Fed has responded to the cur-
rent downturn by slashing the fed-

eral-funds rate to a range near zero
and drastically expanding its bal-
ance sheet through lending pro-
grams and direct asset purchases.

In that June 2003 meeting, Mr.
Bernanke said that he didn’t favor
targeting specific interest rates.
“But if the policy is one in which we
essentially try to lower the whole
path of long-term interest rates, and
we enforce that with a package of
complementary actions that in-
cludes trying to manage expecta-
tions along the term structure and
taking a series of other actions such
as purchasing long-term bonds and
other kinds of instruments, I think
that’s one of the first things we
ought to be doing,” he said.
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Short Mat Dollar B US BD LUX 05/05 USD 6.63 –0.7 –14.5 –12.1
Short Mat Dollar B2 US BD LUX 05/05 USD 8.71 –0.6 –14.4 –12.0
Short Mat Dollar I US BD LUX 05/05 USD 6.63 –0.4 –13.6 –11.1
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
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Standard Chartered powers
Hong Kong rally to fifth day

Sector Equity Biotechnology
Funds that invest primarily in the equities of companies that focus on biotechnology. At least
75% of total assets are invested in equities. Ranked on % total return (dividends reinvested)
in U.S. dollars for one year ending May 06, 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

1 Biotech Frostrow Capital GBPiUnited Kingdom 4.62 –5.91 –11.36 3.04
Growth Trust Plc LLC

5 UniSector: Union Investment EURiLuxembrg 2.43 –7.96 –12.52 5.17
GenTech A Inc Luxembourg S.A.

4 Franklin Franklin Templeton USDiLuxembrg –5.87 –8.90 –12.43 –2.23
Biotechnology Discovery A Acc $ Investment Funds

3 AXA AXA Framlington GBPiUnited Kingdom 0.43 –10.17–13.48 –1.94
Framlington Biotech fund Acc Inv Management Ltd

3 Franklin Franklin Templeton GBPiUnited Kingdom –2.47 –11.62–12.64 –2.04
Biotechnology (OEIC) A Acc £ Investments (UK)

2 FCP OP Oppenheim Asset EURiLuxembrg 21.05 –13.09–16.10 –2.11
MEDICAL BioHe@lth-Trds EUR Acc Mgmt Services S.à r.l.

2 UBS(Lux) UBS Global Asset USDiLuxembrg –7.20 –13.20–10.19 –3.30
EF-Biotech B(USD)P Acc Management

5 Danske Inv Danske Invest DKKiDenmark –2.56 –13.27–10.96 2.78
Bioteknologi Inc

2 Danske Sampo Rahastoyhtiö EURiFinland –0.80 –14.12–10.08 –4.83
Invest BioTech+ K Oy

4 Finsbury Frostrow Capital GBPiUnited Kingdom –2.09 –15.18–11.85 –2.54
Wldwd Pharmaceut Tr Plc LLC

HNA, Bravia to buy Allco’s aviation assets
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UOB, OCBC beat forecasts
Trading activities
help keep declines
in profits in check

FUND SCORECARD
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By V. Phani Kumar

And Leslie Shaffer

Asian markets ended mostly
higher Wednesday as upbeat results
from regional banks and a strong
earnings report from Standard
Chartered outweighed nervousness
before the release of the U.S. bank
stress tests.

In Hong Kong, the Hang Seng In-
dex rose for the fifth consecutive

day, adding 2.5% to
16834.57. Standard
Chartered jumped
7.4% a day after the
lender posted

record quarterly results. Market
heavyweight HSBC Holdings
climbed 6.3%, helped also by a rat-
ing upgrade from J.P. Morgan.

Citic Pacific fell 2.4% as its
former chairman sought to sell as
much as $94 million in the compa-
ny’s shares.

Japanese markets remained
closed for the Golden Week holi-
days.

Singapore’s Straits Times Index
surged 5.1% to 2179.03 after United
Overseas Bank and Oversea-Chi-

nese Banking Corp. reported
smaller-than-expected declines in
first-quarter net profit. UOB shares
jumped 13% and OCBC climbed 4.6%.

In Bangkok, the Stock Exchange
of Thailand Index rose 3.3% to a
seven-month high of 523.14 as inves-
tors reckoned that cabinet approval
of a $40.71 billion budget would help
both the economy and the building
industry. Builder Italian Thai Devel-
opment jumped 7.6%, Siam Cement
rose 3.3% and energy heavyweight
PTT gained 6.3%.

Taiwan’s Taiex climbed 2.9% to
6566.70, its advance still led by auto
makers. Yulon Motor rose 6.9%.

China’s Shanghai Composite
added 1% to close at 2592.52, a nine-
month high. Dairy companies
surged on speculation the Chinese
government would launch stimulus
measures for the sector. Bright
Dairy & Food advanced 7.5%.

Malaysia’s Kuala Lumpur Com-
posite Index ended 1.5% higher at
1023.96 as investors and funds
poured fresh money into equities.

India’s Sensitive Index, or
Sensex, reversed early gains to fall
1.5% to 11952.75.

By Patricia Kowsmann

And P.R. Venkat

SINGAPORE—United Overseas
Bank Ltd. and Oversea-Chinese
Banking Corp. both reported
smaller-than-expected drops in
first-quarter net profit.

UOB, Singapore’s second-larg-
est bank by assets after DBS Group
Holdings Ltd., posted a net profit
of 409 million Singapore dollars
(US$277.7 million), or S$1.01 a
share, for the three months ended
March 31, down 23% from S$529
million, or S$1.38 a share, a year
earlier.

OCBC reported a 12% drop in
net profit to S$545 million, or 17.6
Singapore cents a share, from
S$622 million, or 20.1 cents a
share.

Analysts polled by Dow Jones
Newswires had expected an aver-
age S$376 million for UOB’s net
profit and S$282 million for OCBC.

UOB’s shares soared 13% to
close at S$14.88 while OCBC’s
stock rose 4.6% to S$6.80. The Sin-
gapore market surged 5.1%
Wednesday.

“Given the challenging operat-
ing environment, we have done
well in the first quarter, delivering
strong revenue and controlling ex-
penses, while setting aside higher
allowances. The economic outlook
remains difficult and uncertain,”
OCBC Chief Executive David Con-
ner said in a statement.

Both banks reported a sharp in-
crease in bad-debt write-downs
from a year earlier, although these
were lower compared with the
fourth quarter, a sign that bad-

debt charges may have stabilized,
analysts said.

“The big earnings surprise
came from the asset quality and
the loan-related impairment
charges. They weren’t as bad as I
was expecting them to be,” said
Daiwa analyst David Lum.
“Charges seem to have stabilized
from the fourth quarter, so the non-
performing loans trajectory going
forward doesn’t look as bad as I ex-
pected.”

UOB said impairment charges
rose to S$378 million from S$89
million a year ago on higher indi-
vidual impairment on loans and
higher collective impairment for
loans and investments. It reported
S$381 million in such charges in
the fourth quarter. The bank’s non-
performing loan ratio rose to 2.1%
in March from 2% in December.

OCBC recorded S$197 million in
allowances for loans and impair-
ment of other assets that included
S$94 million for the bank’s corpo-
rate collateralized debt obliga-
tions portfolio, which has now
been fully accounted for in the in-
come statement. The bank’s non-

performing loan ratio increased
slightly to 1.8% in March from 1.5%
in December.

Wednesday’s earnings reports
showed the conservative ap-
proach to lending that both banks
have. Both had low nonperforming
loan ratios for the quarter, and
both reported a slight fall in lend-
ing from the fourth quarter. Com-
pared with the first quarter of
2008, UOB reported a 5.6% rise in
net customer loans to S$99.7 bil-
lion, while OCBC posted a 7% loan-
book increase to S$80.4 billion.
The growth, along with higher net
interest margins, boosted net in-
terest income for both banks.

UOB said net interest income
rose 11% to S$949 million, while
OCBC said the same figure grew
16% to S$740 million. Noninterest
income also rose, with UOB report-
ing a 5% increase to S$434 million,
and OCBC a 61% rise to S$607 mil-
lion.

OCBC’s noninterest income
was boosted by a S$197 million net
profit contribution from Great
Eastern Holdings Ltd., compared
with S$1 million a year earlier.
OCBC owns 87% of the insurer,
which reported a big nonrecurring
gain in the recent quarter.

Both banks had strong gains
from trading activities, which off-
set falls in fee and commission in-
come.

UOB and OCBC also reported an
increase in Tier 1 capital ratio to
12.3% and 15.1%, respectively, in
March, above the central bank’s
Tier 1 minimum requirement of
6%.

Like OCBC, UOB warned that
the economic outlook remains un-
certain. “The journey ahead re-
mains tough, but we are confident
that we will come out of the crisis
stronger,” UOB Deputy Chairman
and Chief Executive Wee Ee
Cheong said in a statement.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Ross Kelly

SYDNEY—The receivers of Allco
Finance Group Ltd. have agreed to
sell the aviation assets of the failed
structured-finance group to a con-
sortium comprising China’s HNA
Group Co. and U.S-based Bravia Cap-
ital Partners Inc.

The price won’t be finalized until
the deal’s completion, said Steve
Sherman and Peter Gothard, part-
ners at Sydney-based receiver Fer-

rier Hodgson.
Allco was part of a consortium

that failed in a takeover bid for Aus-
tralia’s national carrier Qantas Air-
ways Ltd. in 2007. It fell into adminis-
tration last year after investors lost
confidence in its debt-heavy busi-
ness model.

In its annual results announce-
ment in August 2008, Allco said its
aviation-leasing business contained
a portfolio of 66 aircraft, which it val-
ued at US$3.5 billion, with another

21 aircraft in the pipeline.
Although he couldn’t disclose a

price on the sale, Mr. Gothard said it
represents “an excellent result” for
Allco, its creditors and staff.

HNA Group’s interests include
Hainan Airlines, the largest private
airline in China. Bravia Capital is a
leasing company that specializes in
financing airlines.

Mr. Gothard said negotiations are
continuing regarding the restructur-
ing or sale of Allco’s shipping assets.
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Czech Senate passes Lisbon Treaty
EU pact advances,
but Irish ratification
remains an obstacle

By Marc Champion

BRUSSELS—The European Union
on Wednesday came a step closer to
adopting a controversial treaty
aimed at strengthening the bloc, af-
ter the Senate of the Czech Republic
voted to ratify it.

The so-called Lisbon Treaty is a
stripped-down version of the EU’s
first, failed attempt to adopt a con-
stitution. If ratified by all 27 EU
states, the treaty would for the first
time create an appointed EU presi-
dent, who would serve a maximum
of one five-year term. It would also
give the bloc stronger foreign-pol-
icy tools, and make it easier to pass
new EU legislation in some areas.

Opponents such as Czech Presi-
dent Vaclav Klaus—whose signature
is still needed to complete the Czech
ratification—say the Lisbon Treaty
embodies the EU’s democratic fail-
ings and would enable its central-
ized institutions to seize more pow-
ers from national governments.

Most EU countries have now rati-
fied the treaty; the only significant
holdout remaining is Ireland. Irish

voters rejected the document—com-
prising a collection of over 140
pages of amendments to other EU
treaties and an additional 100 pages
of protocols and annexes—in a refer-
endum last year. The Irish govern-
ment has said it will hold another ref-
erendum on the treaty by November.

Mr. Klaus told reporters in
Prague on Wednesday that his sign-
ing the treaty was “not on the cards”
until Ireland has accepted it. Po-

land’s conservative president, Lech
Kaczynski, has taken a similar posi-
tion. Analysts and politicians in
both countries say it’s unlikely the
two presidents would stand in the
way if Ireland were to approve it by
November.

The Czech vote was significant
for EU officials and other support-
ers of the treaty, who are worried
that any rejections by other coun-
tries might encourage voters in Ire-

land to block the treaty for a second
time in November. That would kill
the treaty and could spur a new
round of potentially damaging in-
fighting within the EU.

“This is very good news,” Euro-
pean Commission chief José Manuel
Barroso said of the Czech Senate’s
ratification in a statement.

Before Wednesday’s vote, Czech
Prime Minister Mirek Topolánek
had asked members of his conserva-
tive Civic Democratic Party to ratify
the treaty despite their misgivings,
in order to show Czech commitment
to European integration. Rejection
would add to the Czech Republic’s
shame, he said, referring to the re-
cent ousting of his own government
at a time when it held the EU’s rotat-
ing presidency. Mr. Topolánek is set
to step down as premier on Friday in
favor of a caretaker government un-
til October elections.

Mr. Topolánek also said ratifica-
tion of the Lisbon Treaty was re-
quired to clear the road for enlarge-
ment of the EU, which the Czech Re-
public strongly favors. France and
Germany, which favor the treaty’s
adoption as a means of strengthen-
ing the EU, have said they won’t
agree to the bloc’s further expan-
sion until the treaty is in force.

The Czech Senate approved rati-
fication of the Lisbon Treaty by 54
votes to 20.

Marketplace

President Vaclav Klaus speaks on Wednesday after the Czech Senate ratified the
Lisbon Treaty. Mr. Klaus says he won’t sign the treaty until Ireland approves it.

By Peter Stein

HONG KONG—The seven-day
quarantine imposed on nearly 300
people at a local hotel has reignited a
debate over the effectiveness and
fairness of a key technique used by
disease fighters, particularly in Asia.

No new cases of the A/H1N1 virus,
also known as human swine flu, have
emerged in Hong Kong since the
quarantine at the Metropark Hotel
was imposed Friday, an apparent vin-
dication of the policy. Yet big gaps in
implementation suggest the city
may have been lucky.

Government officials aren’t boast-
ing yet. “We hope that the measures
we have taken would be able to con-
tain this virus infection for the time
being, but we cannot be complacent,”
York Chow, Hong Kong’s secretary
for food and health, said Tuesday.

Even as fresh evidence suggests
the danger posed by A/H1N1 may be
less than originally thought, the
Metropark quarantine will likely be
examined for lessons on handling dis-
ease outbreaks.

Many democratic governments
are loath to impose quarantines,
which curtail the freedom of individu-
als for the sake of the community. Au-
thorities in Mexico, the U.S., Europe
and elsewhere have avoided impos-
ing quarantines as they try to contain
the virus, also known as swine flu.

Asia’s experience with a deadly
outbreak of severe acute respira-
tory syndrome in 2003, however,
contributed to a greater willingness
to accept quarantines. Quarantines
were widely used to contain SARS in
Hong Kong, mainland China, Taiwan
and Singapore.

Over the past week, officials in
mainland China quarantined more
than 70 travelers from Mexico and a
handful of Americans and Canadi-
ans even though there has been no
confirmed case of the new disease in
the mainland.

China already has lifted some

quarantines; on Wednesday, dozens
of Mexicans quarantined at hospi-
tals and hotels in China to ward off
the spread of the flu virus arrived
home in Mexico in a government-
chartered plane.

China’s Health Ministry said doz-
ens of people placed under quaran-
tine across the country after being on
the same flight as a Mexican traveler
later diagnosed with swine flu would
be released Thursday as planned if
they showed no symptoms.

Lin Ji, a health official with Chi-

na’s health department in Jilin prov-
ince, said the government had de-
cided to lift a quarantine for a group
of Canadian students two days early,
following pressure from Canada.

Singapore, which ordered 12 peo-
ple who were in Mexico recently to
be in home quarantine, says it will
lower its alert status to yellow from
orange on Monday if the status quo
is unchanged.

Singapore Health Minister Khaw
Boon Wan said SARS—less infec-
tious than today’s virus but far more
deadly—“was like a big ele-

phant ... and we can shoot it with an
elephant gun.” The A/H1N1 virus, he
said, “is like locusts, thousands of
them. An elephant gun won’t work.”

One challenge in enforcing quar-
antines is that the threat of deten-
tion encourages some people to
evade detection. Hong Kong officials
say that 30 to 40 hotel guests who
were supposed to be covered by its
quarantine can’t be accounted for.
Some may still be in Hong Kong. One
official says a number have likely left
the territory; Hong Kong officials

contacted overseas authorities in an
attempt to track them down, he
added. Local police are searching for
those who might be hiding with fam-
ily or staying in other hotels.

Some 36 people who sat near the
sick Mexican traveler on a China
Eastern Airlines flight from Shang-
hai last week were also subject to the
quarantine order, but a government
spokesman said seven of them had al-
ready left Hong Kong. The rest were
hospitalized or quarantined.

There’s also the question of
whether Hong Kong’s quarantine

was justified by the seriousness of
the threat to public health. Evidence
in recent days suggests most cases of
the disease are mild, though health
officials warn that could change. At
least 1,750 people in more than 20
countries have been sickened; to
date, more than 40 people are esti-
mated to have died. On Wednesday,
Swedish authorities confirmed the
country’s first case and said the indi-
vidual, who recently returned from
the U.S., is now healthy. Poland also
confirmed its first case, according to
TVN-CNBC television.

Hong Kong’s government “overre-
acted and took bad advice,” said Lo
Wing-lok, a doctor specializing in in-
fectious disease. “Locking up people
in a hotel for seven days just because
of one case of flu is draconian,” said
Dr. Lo, who is an adviser to the gov-
ernment through his membership on
a scientific committee on emerging
diseases at Hong Kong’s government-
run Center for Health Protection.

On Tuesday, Hong Kong Chief Ex-
ecutive Donald Tsang defended “a
need for strict action when we dis-
covered the first case” in order “to
contain a virus which we don’t know
much about.” He and other officials
have apologized to those detained
for the inconvenience.

Malik Peiris, a microbiologist and
flu expert at the University of Hong
Kong, acknowledges the shortcom-
ings of quarantines but says he be-
lieves it is justified: “I don’t think the
inability to track down every individ-
ual implies the whole thing was use-
less, or you shouldn’t try.”

He says that while the virus ap-
pears to pass from human to human
much the way seasonal flu does, the
fact that it doesn’t spread widely ev-
erywhere it appears gives some hope
that it can be stopped through inter-
vention. If you’re only 90% successful
in imposing a quarantine, Prof. Peiris
adds, you still have a very high proba-
bility of success. “It’s all a matter of
probabilities.” —Jonathan Cheng

contributed to this article.

Hong Kong defends quarantine to contain flu

Small wonders
Recent experiments peel
back quantum veil—to find
more mystery > Page 29

By Matthew Dalton

BRUSSELS—The European Com-
mission and the U.S. announced a
provisional deal in a long-running
dispute over the European Union’s
ban on hormone-treated beef, a
move that ends for now the threat of
retaliatory duties from the U.S. on a
range of EU products.

The deal doesn’t directly address
the main controversy in the dispute:
the U.S. practice of feeding hormones
to cattle to make them bigger. The
U.S. says eating beef from cattle fed
these hormones is safe, while the EU
says one of these hormones causes
cancer and others pose a health risk.

Under the deal, the commission,
the EU’s executive arm, will give duty-
free access to an additional 20,000
metric tons of hormone-free U.S.

beef in each of the next three years,
on top of the existing duty-free quota
of 11,500 tons for U.S. beef. That addi-
tional amount will increase to 45,000
tons in the fourth year.

In return, the U.S. won’t impose
threatened sanctions of $79 million
on a number of EU food products
such as Roquefort cheese and Ital-
ian mineral water. The current U.S.
sanctions resulting from the dis-
pute are valued at about $38 mil-
lion, but the U.S. is allowed to in-
crease these duties to $116.8 mil-
lion, which it decided to do at the be-
ginning of the year.

Without the pact negotiated by
EU Trade Commissioner Catherine
Ashton and Ron Kirk, the U.S. trade
representative, those tariffs would
have come into force after Saturday.

“An agreement is in our mutual
interest, and we will now discuss
this with our respective stakehold-
ers and constituencies in an effort
to finalize it as soon as possible,”
they said in a joint statement.

The deal must be approved by of-
ficials from EU countries, who will
discuss the issue Friday, a commis-
sion spokesman said.

In 1996 the U.S. challenged the EU
ban at the World Trade Organization,
saying science doesn’t support the
EU’s claim that consuming these hor-
mones in the quantity present in beef
is dangerous. The WTO ruled in favor
of the U.S. in 1998, allowing the U.S. to
impose sanctions. In April 2008, the
WTO said the EU hadn’t presented
enough evidence to justify the ban.

A woman among the hundreds of people held under government quarantine at
the Metropark Hotel in Hong Kong looks out a window of the hotel Wednesday.
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Credit Suisse says shares
of banks are overvalued

Private-equity IPOs outperforming others
Stock performances
show sponsored deals
weathering woes well

www.efinancialnews.com

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Oliver Smiddy

One of the biggest casualties of
the economic downturn has been
the initial public offering, for years
the exit route of choice for private-
equity firms. Returning a company
to the public markets allowed buy-
out firms to retain an equity interest
in the business, if desired, and also
provided a public seal of approval
for a job well done in building a
company.

Yet since the start of last year,
there have been just two European
IPOs of $50 million or more that
were backed by private-equity
firms, a sign of how unattractive the
public markets have become as an
exit route. Buyout firms either have
refrained from selling assets be-
cause of lower valuations or turned
to alternative exit routes opportu-
nistically or when forced by circum-
stance. The buyers of such assets
have generally been companies or
other private-equity firms.

There were 221 sales to compa-
nies last year, according to data pro-
vider Dealogic, making it the most
popular exit route for private-eq-
uity firms. Secondary buyouts fol-

lowed with 102 and equity capital
markets (IPOs of all sizes or partial
sales of companies on the public
markets) saw just 11 cases.

Of the 45 European sponsor-
backed IPOs completed since the
start of 2007, there were seven
health-care companies in the top
half of the list in performance
terms, more than any other sector.

The best-performing IPO in
terms of share-price performance
was for an energy-focused com-
pany, while the second-best IPO was
a health-care business.

Firms once owned by private eq-
uity appear to outperform the wider
IPO market, according to the data,
which will add weight to the buyout
industry’s claims that the work it
puts into a company under its owner-
ship continues to pay dividends in
later life.

The research, based on figures
from data provider Dealogic,
showed that in Europe, companies
floated by private-equity firms from
2003 to 2008 performed better than
others listed in that period. There
have been no IPOs this year.

Sponsor-backed IPOs showed an
average share-price change from list
price to the price on April 23 this
year of minus-20%. For nonsponsor-
backed IPOs the figure was mi-
nus-37%. This contrasted with the
findings last year, which showed pri-
vate-equity-backed IPOs in Europe
underperformed other IPOs

launched over the past six years.
Last year’s research showed spon-
sor-backed IPOs launched since
2002 delivered an average aftermar-
ket performance of 23% until mid-
April, compared with an average of
28% for IPOs not backed by financial
sponsors.

At first sight, the performance ap-
pears counterintuitive. Market par-
ticipants and those operating in and
around the private-equity industry
accept that private-equity-owned
businesses are more highly geared
than their peers. Last year, Christian
Hess, European head of UBS’s finan-
cial-sponsors group, said: “Compa-
nies brought to market by private-

equity firms probably have slightly
higher leverage compared with their
sector peers, and ‘leverage’ is seem-
ingly a bad word at the moment.”

If “leverage” was a bad word
then, it is a worse one now. The ex-
pectation would be that formerly
private-equity-backed public busi-
nesses would perform worse in the
downturn because of the higher
level of debt on their balance sheets.
Yet the data show sponsor-backed
IPOs have in fact fared better.

However, learning to live with
higher leverage may have benefited
the companies in the downturn.
Mervyn Metcalf, a managing direc-
tor at boutique advisory firm Global

Leisure Partners who worked on a
number of sponsor-backed IPOs dur-
ing his time at Merrill Lynch, said:
“Private-equity-owned companies
are generally more used to cash-
flow management and operating
with leverage on their balance
sheets. This can be a strength in this
market.”

“A private-equity-backed com-
pany that floats compared to, say, a
family-owned business, has proba-
bly spent more time focusing on the
investment story and building a
long-term business model for the
next investor,” he said.

John Cole, a partner at financial-
services group Ernst & Young, said:
“There has long been the suspicion
that once a company has left private-
equity hands and returned to mar-
ket, it is wrung out. But that is an ex-
treme view.”

“Investors will buy into the IPO if
you can make a case for regular cash
flow and distributions to sharehold-
ers, or if you can demonstrate its po-
tential for further growth to drive
capital appreciation,” he said.

He added: “Private equity does
provide a level of discipline to com-
panies, and that benefit certainly
has not become invalid in this mar-
ket. A clear, sharp focus in terms of a
business’s goals isn’t to be sneered
at. Management teams that have
worked under private-equity owner-
ship have benefited from the
experience.”

Exit strategy
After-market performance of European IPOs since 2003

*Offer against last close April 23, 2009 and based on deals above $50 million Source: Dealogic

2003 149.80 –89.56

2004 5.96 34.46

2005 –30.96 5.22

2006 –43.09 –39.94

2007 –55.77 –51.46

2008 –38.62 –53.97

2009 0 0

Average return since 2003 –36.91 –20.24

Average return
for all IPOs*Year

Average return for buy-out
company-backed IPOs*

By Liam Vaughan

The rally that has driven Euro-
pean stock-market indexes to four-
month highs has left banking shares
overvalued, a Swiss bank said, and
suggested that investors are too op-
timistic about an end to the difficul-
ties facing the sector.

The sector has surged about 36%
in the past month, as several banks
reporting better-than-expected
first quarter earnings and investors
bet on an early economic recovery.

But the move is overdone given
the increased cost of equity arising
from more stringent capital and li-
quidity requirements introduced as
a result of the financial crisis, anal-
systs at Credit Suisse said in a re-
port published Wednesday.

“We think shares have moved
too far. Our overriding view is that
European banks should trade no
higher than book value for now,”
they said.

The sector now trades at 1.2
times 2008 tangible book value,
from a trough of 0.6 times in Febru-
ary.

The analysts cited the lack of visi-
bility on long-term return on equity,
the impact of forced deleveraging

on profit margins, increased impair-
ment charges and sluggish loan and
deposit growth as reasons for cau-
tion about the recent bounce.

Credit Suisse also took a less-
than-optimistic view on the me-
dium-term prospects for European
investment banks, despite strong
first-quarter results that were
driven by their fixed-income, cur-
rency and commodities operations.

“The underlying driver of the
strength of many fixed-income trad-
ing lines has been the boom in issu-
ance in [the first quarter for 2009]
… [which] appears to represent a
rush on the part of borrowers to
complete their financing plans in an-
ticipation of a possible worsening of
credit-market conditions later in
the year, ” they said.

Credit Suisse is one of the few
banks that has declined to accept
government funding during the glo-
bal financial crisis.

Chairman Walter Kielholz told
shareholders at last month’s annual
meeting that he anticipated the
bank would benefit from an emerg-
ing divide between banks that ac-
cepted aid, and those that relied on
their own capital base. “The market
is now separating the wheat from
the chaff,” he said.

In the report, Credit Suisse ana-
lysts pointed to Spain’s Bankinter
SA, Germany’s Commerzbank AG,
Benelux’s Dexia SA and the U.K.’s
Lloyds Banking Group PLC as likely
underperformers. They suggested
that the U.K.-based Barclays PLC ,
France-based BNP Paribas SA,
Spain’s Banco Santander SA and Ita-
ly’s UniCredit SpA will outperform
the sector.

For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com

Carbon Emissions
Trading
4-5 June 2009, London

Real Estate Modelling
(London and Frankfurt)
18-19 June 2009, London
25-26 June 2009, Frankfurt

Modelling Financial
Statements in Excel
22-23 June 2009, London

Advanced Valuation of
Debt & Equity Modelling
23-24 June 2009, London

Islamic Finance
Qualification
1-2 July 2009, London

Market Data &
Algorithmics
8-9 July 2009, London

Save 20% on any of the above courses by booking at
least a month before the course date.
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