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By Paul Hannon

LONDON—The European
Bank for Reconstruction and
Development said it will in-
vest Œ432.4 million ($575.3
million) in subsidiaries of Ita-
ly’s UniCredit SpA in Eastern
Europe, marking the develop-
ment bank’s largest capital in-
jection of the economic cri-
sis.

In a separate statement,
the EBRD slashed its growth
forecasts for Eastern Europe
and the former Soviet Union,
and said a sustainable recov-
ery will only begin in late
2010.

The bank said it now ex-

pects the gross domestic
product of the 30 countries in
which it invests to shrink
5.2% this year, compared
with an earlier forecast that
it would increase 0.1%.

With its Unicredit invest-
ment, the EBRD said its goal
is to ease the impact of the
global financial crisis on East-
ern Europe by providing me-
dium-term and long-term
loans as well as equity invest-
ments. It said it would make
similar investments in other
banking groups, though it
didn’t provide details.

Western European banks
own large parts of the finan-
cial system in a number of

Eastern European econo-
mies, mainly as a result of
privatizations in the late
1990s and the first half of this
decade.

UniCredit is the largest
banking group in Central and
Eastern Europe, with more
than 4,000 branches in 19
countries.

The EBRD investment will
go to UniCredit subsidiaries
in eight eastern European
countries.

UniCredit’s Ukrainian sub-
sidiaries will be the largest re-
cipients of EBRD investment.

Separately, the EBRD’s
forecasts for 2009 were the
most downbeat yet for the re-

gion. It expects the largest
economy in which it invests—
Russia—to contract 7.5% this
year, having previously fore-
cast it would grow 1.0%. By
contrast, the International
Monetary Fund last month
said it expects Russia’s GDP
to decline 5.1% this year.

However, the EBRD does
expect the economies in
which it invests to grow in
2010 by a combined 1.4%. It
hadn’t previously published
a forecast for next year.

“Growth is generally ex-
pected to be flat or very weak
in the first half of next year,
as credit growth remains cur-
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ECB President Trichet said ‘the latest economic data and survey information suggest tentative signs of a stabilization at very low levels.’

Rate cuts across Europe
‘Severe downturn’ prompts banks to act; ECB, BOE plan to buy securities

Sources: European Central Bank; 
Bank of England; U.S. Federal Reserve
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By Jonathan Weisman

WASHINGTON—U.S. Presi-
dent Barack Obama delivered
Congress the details of his
$3.6 trillion budget Thursday,
eliminating or cutting back
121 programs but swamping
the $17 billion in savings with
new efforts, from a college-
completion fund to a new af-
fordable-housing trust fund
to 50,000 more cops on the
beat.

At a time when state and lo-
cal governments are slashing
services, the Obama budget
for 2010 shows little real sign
of belt-tightening. It would
mark a dramatic reversal for a
government that had pulled
back on many social programs
in the eight years of the Bush
administration or shaped
them to reflect conservative
priorities. President George
W. Bush’s program to pro-
mote abstinence to teens, for
instance, would be replaced
with a teen-pregnancy-pre-
vention program that in-
cludes abstinence and contra-
ception.

The president’s budget
overview in February laid out
the top-line spending in each
federal department, with al-
most all of them slated for an
increase. The detailed plan re-
flects those increases pro-
gram by program.

“We must build a govern-
ment of the 21st century—a
government that is more effi-
cient and more effective,” Mr.

Please turn to page 27

Obama
reveals
details
of budget

By Joellen Perry

FRANKFURT — European
central banks ramped up ef-
forts to combat the recession
Thursday, cutting key inter-
est rates and pledging to pur-
chase billions of dollars of se-
curities.

The moves indicate that
policy makers remain acutely
concerned about the slow-
down, despite tentative signs
of stabilization in some sec-
tors of the economy.

The European Central
Bank, which sets interest
rates for the 16-nation euro
zone, cut its key rate to a new
record low of 1% and
launched a slate of programs
aimed at goosing growth
across the bloc, including a

plan to buy about Œ60 billion
($79.82 billion) of low-risk
corporate bonds.

The Bank of England kept
its key rate at 0.5% but
boosted by £50 billion

($75.30 billion) a program to
buy corporate and govern-
ment bonds that is aimed at
bolstering U.K. bank lending.
Central banks in the Czech Re-
public, Iceland and Denmark
also cut their key rates.

Slowing growth across Eu-
rope prodded policy makers
into action. ECB President
Jean-Claude Trichet said in a
news conference after the cen-
tral bank’s decision that new
staff forecasts, due next
month, are likely to mirror
bleak predictions from organi-
zations including the Interna-
tional Monetary Fund. Last
month, the IMF said it ex-
pects the bloc’s $12.2 trillion
economy to contract by 4.2%
this year—worse than both
the U.S. and the U.K.

Still, Mr. Trichet empha-
sized that “the latest eco-
nomic data and survey infor-
mation suggest tentative
signs of a stabilization at very
low levels.” Some euro-zone
confidence indicators have
been inching up and official
data Thursday showed Ger-
man manufacturing orders
jumped unexpectedly by 3.3%
in March—their first monthly
r i s e s i n c e A u g u s t
2008—amid a surge in for-
eign demand.

Mr. Trichet left the door
open for future rate cuts,
though he suggested policy
makers are likely to hold
steady at 1% at their next rate-
setting meeting in June. In a
bid to keep euro-zone banks—

Please turn to page 27

EBRD to invest in eastern UniCredit units

GM’s loss widened to $5.98
billion as bankruptcy jitters
and a sales slump created a
“revenue implosion.” The
auto maker and Fiat are
weighing a deal to let the Ital-
ian firm take control of GM’s
European and Latin American
operations without putting
cash on the table. Page 3

n Barclays posted a first-
quarter profit, driven by a
surge in sales and trading
income at its investment
bank. Page 17

n Société Générale reported
a quarterly loss as it wrote
down bad loans. Page 17

n U.S. stocks declined,
helped by weakness in tech-
nology shares following
Cisco’s earnings report. Euro-
pean stocks fell. Page 18

n Shell dropped plans to ex-
plore for oil in Alaska’s Beau-
fort Sea amid environmental-
group challenges. Page 3

n The EU offered $798 mil-
lion in incentives to six ex-So-
viet nations to strengthen
ties and encourage demo-
cratic reforms. Page 2

n Hedge-fund investors ap-
pear ready to put some
money back to work as senti-
ment thaws after months of
withdrawals. Page 17

n A receiver alleged finan-
cier Danny Pang misused in-
vestor funds for personal use
and improperly transferred
millions of dollars. Page 23

n The trustee of Bernard
Madoff’s defunct investment
firm sued J. Ezra Merkin to
return $558 million. Page 23

n A report said the U.K.
needs more-effective finan-
cial regulation to stay glo-
bally competitive. Page 19

n Unilever posted drops in
sales volume and profit for
the quarter, a sign its new
CEO’s strategies could take a
while to pay off. Page 4

n AB InBev’s profit jumped
92% but the company
warned rising costs would
make that hard to repeat for
the rest of 2009. Page 4

n Pope Benedict XVI begins
his three-stop Middle East
visit Friday, on hopes that he
will avoid the missteps of his
previous tours. Page 11

n Afghan police fired Thurs-
day on rock-throwing protest-
ers enraged by the deaths of
dozens of civilians they
blame on American bombing.
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Who will be the winners
and losers in the brave new
world of postcrisis banking—
retail or investment banks?

The answer ought to be
obvious. Investment banks
have seen their funding
sources dry up, their most-
lucrative revenue streams
wiped out and their capital
destroyed by mark-to-mar-
ket trading losses.

In contrast, retail-de-
posit franchises are fa-
mously sticky, which should
make them a license to
print money in a world
where capital is scarce and
margins are expanding.

But the future is unlikely
to be so simple, as first-
quarter results from Lloyds
Banking Group and Bar-
clays show. Retail-deposit
franchises are running into
significant headwinds. Sure,
spreads may be going up on
the asset side, but they are
rising on the liability side,
too. U.K. banks may cur-
rently be able to charge 2%
over Libor for mortgages,
but the credit-default-swap
market is indicating they
must pay about 2% over Li-
bor for wholesale funding—
even though the waters are
currently muddied by gov-

ernment guarantees. Mean-
while, banks are engaged in
a war for deposits, pushing
up the cost of this source of
funding, too.

Of course, investment
banks also face higher fund-
ing costs. But much of their
funding is provided by the
repo market, where costs
are lower. More important,
the credit crisis has signifi-
cantly changed the invest-
ment-banking landscape,
with major players such as
Bear Stearns, Lehman Broth-
ers and Merrill Lynch re-
treating or withdrawing,
making it easier for the re-
maining players to pass on

higher costs. All the surviv-
ing investment banks re-
ported booming margins in
the first quarter.

In contrast, policy makers
haven’t only propped up
failed retail banks but put po-
litical pressure on them to
maintain lending and keep
down prices. This political
pressure on retail banks
won’t go away once the reces-
sion is over but will get
worse. Given the credit
crunch has effectively made
explicit the blanket guarantee
of retail deposits, retail banks
must expect much tougher
capital and liquidity rules in
the future, a drag on returns.

Investment banks will be
forced to hold more capital
in the future as well. The dif-
ference is their balance
sheets largely consist of trad-
ing assets that have been
marked to market. So as fi-
nancial markets stabilize,
their capital positions could
even improve. Retail banks,
on the other hand, mostly
hold their assets to maturity
and so will be hit by heavy
credit losses for years to
come.

It isn’t clear either model—
retail or investment bank—
will really be able to gener-
ate returns in excess of its
cost of capital in the new
world. That casts doubt on
the recent rally that has in-
discriminately driven up
bank valuations to well in ex-
cess of book value.

But the winners will be
those with strong invest-
ment banks to generate the
profits to help absorb future
loan-book losses, plus retail
banks with low loan-to-de-
posit ratios that don’t rely
on wholesale funding. Retail
banks that have weak invest-
ment banks and high loan-to-
deposit ratios look destined
to be the losers.
 —Simon Nixon

ECB’s policy move is tiny

The cranes in Spain point mainly to a strain
Unused equipment
reflects downturn;
foreign buyers sought

If you can’t beat ’em, join
’em. The European Central
Bank has jumped on the un-
conventional-policy band-
wagon already being driven
by the U.S. and the U.K. Yet,
probably reflecting contin-
ued disagreements over
how aggressively the ECB
should react to the reces-
sion, it has tucked itself into
a back seat.

The ECB will buy Œ60 bil-
lion ($80 billion) in covered
bonds—securities backed by
mortgage and public-sector
debt.

But that isn’t much more
than the latest £50 billion
($76 billion) the Bank of
England plans to spend on
quantitative easing—after
nearly going through its
first £75 billion already. And
the U.K. economy is a frac-
tion of the size.

In turn, the ECB’s Œ60 bil-
lion is tiny compared with
the roughly Œ2 trillion cov-
ered-bond market.

At least the ECB is target-
ing a market that has faced
serious problems with new
issuance, so it might have a
bigger bang for its euro
than the BOE, which is buy-
ing high-grade corporate

debt and government bonds
where issuance hasn’t been
a problem.

Also, Germany and Spain
are two of the biggest issu-
ers of covered bonds and
happen to be among those
worst hit by the recession.

But the ECB move does
little for Italy, the euro
zone’s third-biggest econ-
omy, or smaller countries
like Ireland, which also are
in deep trouble.

While it is a positive that
the ECB has managed to
agree to pursue unconven-
tional measures, the deci-
sion to tread carefully un-
derlines the lack of agree-
ment on whether the threat
of deflation is greater than
medium-term inflation.

That is an appropriate
debate to have.

And there is a chance
that, by going slow, the ECB
allows the likes of the Fed-
eral Reserve and BOE to
take the biggest risks to
help kick-start the global
economy.

But it remains unclear
how much further the
16-member currency bloc
will go if economic condi-
tions continue to worsen.
 —Matthew Curtin

Poor new world for all banks

A woman walks near abandoned apartment buildings near Almeria, Spain. Before
the real-estate bubble burst, the capital and province of Almeria were booming.

By Thomas Catan

SEVILLE, Spain—Juan Sancho
Toro made big bucks renting out con-
struction cranes during Spain’s
10-year building boom. Today he
has 800 tower cranes—and doesn’t
know what to do with them.

“If someone calls, I’d sell all of
them,” Mr. Sancho Toro says as he
strolls through a sprawling bone-
yard of disassembled yellow steel
towers near Seville. “I’ll even throw
in the little dog my wife loves so
much. I need to sell—that’s the

truth.”
For the past decade, the construc-

tion cranes dotting the Spanish land-
scape were a symbol of the coun-
try’s prosperity. Today, they are a
painful reminder of its economic
bust. On building sites all over
Spain, lumbering cranes stand mo-
tionless. Many have ended up on
banks’ books after the construction
firms that owned them went bust.

With no buyers at home, banks
and struggling construction firms
are looking abroad to to sell the de-

tritus of Spain’s building bubble. In
March, Canada’s Ritchie Bros. Auc-
tioneers held its biggest-ever auc-
tion in Spain. Among the 2,900 lots
of items sold to buyers from 58 coun-
tries: cranes, trucks, mechanical dig-
gers, tractors, trailers and concrete
mixers.

Tower cranes—which are largely
used for building homes, apart-
ments and offices rather than infra-
structure such as roads or bridges—
have been particularly hit by Spain’s
economic downturn.

Rick Nichols, president of Terex
Corp.’s crane division, says his com-
pany’s world-wide crane sales
dropped 29% in the first quarter
from a year ago. In Spain, however,
he estimates sales of tower cranes
fell as much as 70%. Even when they
do sell, cranes are fetching one-
third the prices of just two years
ago, builders say.

At that time, with the global econ-
omy running full-tilt, crane manu-
facturers couldn’t keep up with de-
mand. Waiting times for some
cranes reached three years.

Spain became one of the world’s
most important markets for cranes.
At its peak in 2006, the Southern Eu-
ropean country started building
760,000 homes. That was more than
half the number started in the U.S.,
which has a population seven times
as large as Spain’s.

In 2006, nearly a quarter of the
cement used in the 25 nations then
in the European Union was poured
in Spain. Greenpeace estimated that
Spain’s coast, where sun-starved
Northern Europeans flocked to buy
summer homes, was disappearing
under concrete at the rate of three
football pitches a day.

Now, the jam-packed crane grave-

yards across Spain are a reminder of
how long it will take the country to
recover. “We went completely crazy
in Spain,” says Manuel Sánchez, a
dealer for equipment wholesaler
Maquidemolex España, who used to
scour the U.S., Britain and Holland
for cranes to bring to Spain.

Mr. Sánchez now spends his time
selling Spanish equipment abroad
at a hefty discount. A couple of years
ago, a midrange, three-year-old, con-
struction crane sold for about
Œ45,000 ($60,000) in Spain, he says.
Now, they go for Œ15,000—less than
the price of many new cars.

Spanish crane builder Construc-
ciones Metálicas Comansa SA says
it has seen sales of tower cranes in
its home market plunge more than
90% in the past two years. Liebherr

International AG, a German com-
pany that sold 900 cranes in Spain
in 2006, hasn’t sold a single unit this
year, says Mr. Sancho Toro, who acts
as the company’s dealer. Both com-
panies continue to export cranes
abroad, albeit at a much slower pace
than in years past.

Spain isn’t the only country with
a glut of cranes and other construc-
tion equipment. Once-booming
places like Dubai are seeing similar
surpluses, making it harder to find
foreign buyers.

“People aren’t letting assets sit
idle, so they’re trying to sell them to
other markets,” says Terex’s Mr.
Nichols. “Unfortunately, all markets
are down. So it makes it difficult for
companies to find buyers on a global
basis.”

Jeroen Rijk, a manager for
Ritchie Bros., which organized the
March auction, says 90% of the
cranes that are sold are being
shipped to countries in Eastern Eu-
rope, North Africa and the Middle
East.

With so much machinery to sell,
Mr. Rijk is facing another problem:
His 100,000 square meter lot is too
small to fit all the machinery Span-
ish construction companies want to
get rid of. “I just don’t have enough
space,” Mr. Rijk says.

Ritchie Bros. has no minimum re-
serve in its auctions so Spanish sell-
ers have to take any price they can
get. They don’t have much choice:
Dealers say construction equipment
loses value faster than a used car, so
keeping it in warehouses isn’t an op-
tion. “Every day you have a used
piece of equipment sitting in your
yard it’s costing you money,” says
Mr. Rijk.

That is the grim situation facing
Mr. Sancho Toro. Of his 800 cranes,
more than half are inactive, and he’s
renting the rest out at half the price
he did a year ago. Last year, he was
renting a fairly typical midrange
crane for Œ1,200 a month; now it
fetches Œ600.

Mr. Sancho Toro has already cut
100 of his 180 staff, and says he
wants to end up with no more than
30 former crane assemblers, whom
he will retrain as installers of solar
panels.

Mr. Sánchez of Maquidemolex
has an idea for the unsold cranes:
“Maybe we should erect a couple of
them permanently—as a monument
to our madness.”
 —Christopher Bjork

contributed to this article.
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who receive significant mention in today's Journal.

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

*Converted from U.S. dollars at current rate
Source: EBRD, Unicredit

Bank bailout
The EBRD is making investments in UniCredit subsidiaries across eight 
eastern European countries, to help them finance small and medium-size 
businesses and energy-efficiency projects.
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UC Leasing

UC Leasing

ATF Bank 
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Investment, in millions

Œ50

15*

75.2*

75.2*

18.8*
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15

30

30

50

50

EBRD to invest in UniCredit units

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

EU offers aid, loans to six Eastern nations
Package will promote
democratic reforms
as Russia looms large

CORRECTIONS & AMPLIFICATIONS

tailed by high nonperforming
loans and bank deleveraging, and
external demand remains weak,”
the EBRD said. “A sustainable, grad-
ual recovery is assumed to set in
only in the second half of 2010, in
line with slowly improving exter-
nal conditions.”

Meanwhile, currencies in the re-

gion rose markedly, led by the Hun-
garian forint, which rose 2.24%
Thursday, to 277.70 to the euro.

The forint caught up with a rally
by other Eastern European curren-
cies, which have climbed in recent
weeks as risk aversion has faded.
The Czech koruna rose 0.3%, al-
though the Polish zloty fell 0.1%
against the euro.

Continued from first page

By Adam Cohen

PRAGUE—The European Union
on Thursday offered six former So-
viet states Œ600 million ($798 mil-
lion) in incentives to promote stron-
ger energy and economic ties and
democratic reforms.

The plan, called the Eastern Part-
nership, has inflamed tensions be-

tween the EU and Russia, as Mos-
cow worries that the bloc is en-
croaching on its traditional turf. The
EU, for its part, remains wary follow-
ing Russia’s war in Georgia last year
and a weekslong January cutoff of
gas supplies to the EU during a dis-
pute between Moscow and Ukraine.

“The EU knows, not just because
of the Georgia crisis and the gas cri-
sis at the beginning of this year, that
safety and prosperity in Europe also
depend on the stability of the East-
ern partner countries,” German
Chancellor Angela Merkel said at a
summit here of the six countries and
the EU.

In addition to the money, interna-
tional institutions, including the Eu-
ropean Bank for Reconstruction and
Development and the European In-
vestment Bank, have been asked to
increase their lending in the six—Ar-
menia, Azerbaijan, Belarus, Geor-
gia, Moldova and Ukraine—some of
which have been hit hard by the
downturn.

But the EU may be losing the com-
petition for influence with a more-
determined Russia. Only Œ350 mil-
lion of the money is new, suggesting
limited commitment. Moscow sees
the Eastern Partnership, which it
has described as EU “meddling,” as

an attempt by the West to carry on
with a failed attempt to expand
NATO into the region, says Alex-
ander Rahr, director of the Russia
program at the German Council on
Foreign Relations.

In a sign of EU divisions over the
Eastern Partnership plan, Ms. Mer-
kel was the only leader of a big EU na-
tion to attend the summit. Leaders
of the six Eastern Partnership coun-
tries also gave the offer a mixed re-
ception. Alexander Lukashenko,
president of Belarus, and Moldovan
President Vladimir Voronin, who
have close ties to Moscow, didn’t at-
tend.

The EU didn’t specify how
quickly the Œ600 million will be dis-
tributed, or how reforms in the six
countries will be measured. Belarus
is a dictatorship; some of the coun-
tries have significant human-rights
problems. Among them, the six coun-
tries have four open territorial con-
flicts.

At a separate EU meeting Thurs-
day in Prague, at which policy mak-
ers sat down with labor leaders and
employers to discuss jobs, EU lead-
ers agreed to coordinate measures
to cut growth in unemployment.
 —Andrea Thomas

contributed to this article.

India nears end of national elections

INDEX TO PEOPLE

INDEX TO BUSINESSES

Munich Re AG declined to fore-
cast its 2009 results. A Money & In-
vesting article Thursday incorrectly
said the company declined to fore-
cast 2008 results.

Mike Patterson bought a repos-
sessed Harley-Davidson Electra Glide
Classic that originally came with sad-
dlebags and a windshield at a sale in
Indianapolis last week. A Market-
place article Wednesday incorrectly

called it an Ultraglide Classic and
said those features were added.

The production of flu vaccine in-
volves injecting a virus into embryo-
nated chicken eggs, which are then in-
cubated for days. Two articles, pub-
lished on April 30, 2009, and Nov. 5,
2004, incorrectly said that the virus
is injected into the embryos of
chicken eggs, and that the eggs are in-
cubated for months.

LEADING THE NEWS

By Niraj Sheth

NEW DELHI—Many voters in
troubled Kashmir defied a call for a
boycott and headed to the polls
Thursday amid tight security, as In-
dia neared the end of its month-
long national elections.

A heavy security force kept vio-
lence to a minimum in Srinigar, the
capital and largest city of Jammu
and Kashmir state, and voters
turned out despite the separatist
group Hurriyat Conference’s call-
ing for a boycott of the elections.
The locked-down city reported a
turnout of 24%, slightly more than
the 21% that voted in the last na-
tional elections in 2004.

“The poll process was abso-
lutely peaceful,” said a spokesman
for India’s election commission.

Violence was reported further
afield—in West Bengal and Rajast-
han states, which also voted Thurs-
day. Skirmishes between rival
party workers at one polling booth
left one dead in West Bengal, while
another was killed when police
opened fire on a mob outside a bal-
lot booth in Rajasthan, according
to media reports.

While the turnout in Srinigar
was notably less than the 57% re-
ported elsewhere Thursday, voting
there is typically lower due to the

region’s history of violence and
separatist militants. In recent
months, Kashmir has been hit by a
string of demonstrations and a
growing threat from Islamist ter-
rorists crossing the border from Pa-
kistan.

With only one phase of polling
left until the May 16 vote count, In-
dian parties jostled Thursday for
85 of the national Parliament’s 545
seats. For the incumbent Indian Na-
tional Congress and opposition
Bharatiya Janata Party, the largest
prize of the day is in the northwest-
ern state of Rajasthan. Rajasthan is
one of the few states where none of
India’s myriad regional parties
have a strong presence, leaving the
battle for its 25 seats essentially a
fight between the two national par-
ties. In 2004, the BJP won 21 of Raj-
asthan’s seats, while Congress
brought in only four.

But the BJP has since run into
trouble. In state elections last year,
a wave of anti-incumbency senti-

ment swept the right-wing party
out of power, bringing Congress to
the helm of the Rajasthan govern-
ment. This year, in national elec-
tions, Congress could repeat the
performance and steal more seats
from the BJP’s sizable share.

The elections are shaping up to
be a very tight race, and no single
party is expected to score a major-
ity of seats. The difference be-
tween Congress and the BJP, which
is expected to garner more seats
than any other party, could come
down to fewer than a couple dozen
seats. A substantial loss in Rajast-
han could sound the death knell for
the BJP’s hopes of coming to
power, analysts say.

“Wherever it goes head to head
with Congress, it matters even
more for the BJP than for Con-
gress,” says Seema Desai, a London-
based analyst for the Eurasia
Group. “It could lose out on its vote
count from last time and that
would be bad news.”
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U.S. President Barack Obama, with White House Budget Director Peter Orszag,
left, spoke about the release of his budget details Thursday.

Flurry of initiatives swamp savings in Obama’s budget
Obama said Thursday morning,
flanked by Budget Director Peter
Orszag and Deputy Budget Director
Rob Nabors, “a government that
does what we need it to do—and
nothing we don’t. A government
that invests in our future without
leaving behind enormous financial
burdens that put our future in jeop-
ardy. And today we have taken an im-
portant step toward building this
kind of government.”

Mr. Obama’s budget picks some
high-profile fights. The budget pro-
poses virtually shutting down the
decades-old effort to build a nuclear-
waste repository in Yucca Moun-
tain, Nev. That is a blow to the nu-
clear industry but a favor to Senate
Majority Leader Harry Reid, who is
up for re-election next year and has
opposed the Yucca Mountain
project along with many fellow Ne-
vadans. Mr. Obama also would shut-
ter a controversial effort to build a
new nuclear warhead for the na-
tion’s aging atomic arsenal.

But the cuts are outweighed by
proposals to spend more on an array
of programs and regulatory func-
tions.

Child nutrition would get a $1 bil-
lion increase if Congress enacts the
president’s plan. The Education De-
partment would get the new, five-
year, $2.5 billion fund for college ac-
cess and completion. Some $330 mil-
lion would be devoted to train and de-

ploy health-care professionals to un-
derserved, inner-city and rural areas.

The budget would launch a $1 bil-
lion effort to develop or rehabilitate
affordable housing for the very
poor. The national parks would get a
$134 million funding increase.

More cops would be put on the
beat, not only the traditional kind in
cities and towns but regulators at
the Occupational Safety and Health
Administration and agents at the In-
ternal Revenue Service.

The Federal Railway Administra-
tion budget would jump to $2.7 bil-
lion from $1.8 billion, reflecting Vice
President Joe Biden’s push for high-
speed rail lines.

The president will try to take ad-
vantage of the retirements and de-
feats of lawmakers such as former
Republican Sens. Pete Domenici of
New Mexico and Ted Stevens of
Alaska to eliminate programs they
guarded zealously. Road building un-
der Mr. Stevens’s Denali Access Sys-
tem and the Alaska-specific Denali
job-training effort would be closed
down to save $9 million.

Nuclear efforts at New Mexico’s
massive weapons laboratories would
be terminated, from the refurbish-
ment of the Los Alamos Neutron Sci-
ence Center to the Reliable Replace-
ment Warhead, an all-purpose nu-
clear explosive that Mr. Bush wanted
readied in the event that Cold War-
era warheads proved too old to make
a credible nuclear deterrent.

Continued from first page

China revamps data in bid to lift credibility in economic reports

European banks cut rates; ECB, BOE to buy securities

By Andrew Batson

BEIJING—China is working to im-
prove its much-maligned system for
compiling statistics, as the down-
turn throws a harsh light on the gaps
in the official portrait of the world’s
third-largest economy.

Helping to build a better founda-
tion for future numbers is a network
of people such as Feng Lijun, a
49-year-old civil servant who sports
dark suits and yellow-tinted glasses.
She was drafted to oversee a team of
workers in China’s economic cen-
sus—a massive survey that is the cen-
terpiece of the government’s effort
to overhaul a crude counting system
inherited from the planned economy.

Concerns about the reliability of
China’s data have been highlighted in
recent months by the government's
declarations that it will achieve the
traditional annual growth target of
8% this year, part of its desire to
paint a smooth picture of continued
economic progress even amid the glo-
bal slowdown.

Some outside economists say the
current slowdown in China has been
sharper than the headline figures in-
dicate: In 2008, fourth-quarter gross
domestic product expanded 6.8%
from the year-earlier period, though
indicators such as construction, car
sales, tax revenue and electricity pro-
duction showed declines.

The debate echoes back to a simi-
lar situation during 1998 downturn.
The statistics bureau eventually de-
clared GDP that year grew 7.8%—a fig-
ure most economists outside the gov-
ernment say was too high to be con-
sistent with other, weak indicators.

The episodes cast a shadow over
the credibility of China’s statistics, il-
lustrating how the political impor-
tance of economic numbers creates
incentives to distort them.

China’s statisticians defend the
accuracy of their work. “It’s normal
for people to have doubts. Many peo-
ple also have doubts about the statis-
tics of the U.S. government,” Li
Qiang, chief statistician of the Na-
tional Bureau of Statistics, said in an
interview. “But as someone doing sta-

tistical work, I can say that no one is
interfering with me.”

For the census, Ms. Feng is in
charge of obtaining and checking de-
tailed financial statements from ev-
ery commercial operation in her cor-
ner of northwestern Beijing, a subdis-
trict of about 200,000 people. She
started with lists of businesses from
the tax bureau and utilities, but her
surveyors had to pound the pave-
ment to track down many small busi-
nesses.

“Some companies we have to call
10 or 20 times, and go to their door ev-
ery day. If we keep calling, eventually
the company feels it,” she said in an
interview.

The Chinese government’s ability
to organize this labor-intensive ef-
fort speaks to the resources it can de-
vote to statistics. The nationwide cen-
sus aims to get complete financial
statements from around eight mil-
lion businesses and organizations, as
well as 40 million sole proprietors.

China’s statisticians have made
much progress in the past decade,
but discerning trends in a nation of
1.3 billion is an enormous challenge.

The census happens only once every
five years, and more frequent sur-
veys can still miss key segments of
China’s increasingly complex econ-
omy. The bureaucracy remains bet-
ter at counting the output of state en-
terprises than figuring out what pri-
vate-sector businesses and individ-
ual households are up to.

As the economy started to slide
last year, pressure on the statistics
bureau rose. In a speech in early Octo-
ber, China’s Vice Premier Li Keqiang
told bureau officials: “The basis of
our statistics is still weak, and the
quality of statistical data needs to be
further improved.” The next month,
the statistics bureau held a study ses-
sion on improving its economic analy-
sis to better help policy makers.

During the current downturn, Chi-
na’s National Bureau of Statistics has
tried to provide more and better in-
formation. It is publishing data on
food prices more frequently, and
promises more detailed figures on
output, jobs and wages. New penal-
ties for falsifying statistical reports
are also now in force.

But the real test will be whether

higher authorities permit the num-
bers to show politically inconvenient
fluctuations in China’s economy.

There are also signs the govern-
ment is more open about bad eco-
nomic news. As factories started to
close last year, officials ordered spe-
cial surveys of migrants in January,
and publicized the shocking tally:
around 20 million lost jobs.

“China is becoming such a big
country that we expect some nor-
malcy and some international stan-
dards,” said Carsten Holz, an econo-
mist at the Hong Kong University of
Science and Technology who has
written about Chinese statistics. “I
would describe it as a rather profes-
sional bureaucracy, but the final
stage is political.”
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The government’s
effort speaks to the
resources it can
devote to statistics.

the main source of funding for the re-
gion’s businesses and households—
flush with funds, Mr. Trichet said
the ECB would double to one year
the maximum terms of the short-
term loans it makes to banks.

ECB policy makers also gave the
European Investment Bank, a Euro-
pean Union entity that invests in in-
frastructure and other projects
around Europe, access to the ECB’s
short-term funding. That will let
the EIB meet an estimated Œ10 bil-
lion boost in demand for its loans
this year.

The ECB’s decisions helped
mute criticism that it hasn’t been
aggressive enough in tackling the
euro-zone downturn.

“At this point, you can’t really
criticize them for not doing
enough,” said Marco Annunziata,
chief economist with UniCredit

Group in London. “They’ve shown
that they’re aware how serious the
situation is and they’re clearly com-
mitted to continue supporting the
recovery by pretty much all means
necessary.”

The moves also helped push the
euro to a one-month high above
$1.34 against the dollar, as inves-
tors bet the aggressive policy steps
could help steer the euro-zone econ-
omy through the worst of the reces-
sion.

Still, some analysts noted the
ECB’s first foray into bond buying
could have an uneven economic im-
pact. The “covered bonds” the bank
intends to buy are highly rated
bonds secured by property loans or
lending to public-sector institu-
tions. Covered bonds remain on is-
suers’ balance sheets, so if the is-
suer goes bust, the bondholder gets
the underlying assets. That makes

them considerably less risky than
the mortgage-backed securities
that figured among the triggers of
the global crisis.

In Germany and Spain, which
boast big covered-bond markets,
businesses that use such bonds for
financing could find it easier to get
funding. But countries with smaller
covered-bond markets could see lit-
tle benefit from the ECB’s pur-
chases.

The ECB’s moves also remain
less aggressive than those of the
U.S. Federal Reserve and the Bank
of England, both of which have be-
gun buying both corporate and gov-
ernment bonds with freshly created
money—a process called quantita-
tive easing. Mr. Trichet declined to
specify how the ECB would finance
its purchases, but suggested the
bank may be likely to sell assets to
offset the purchases—a move that

would limit the flow of new money
into the economy.

Crucially, however, Mr. Trichet
didn’t rule out expanding or modify-
ing the ECB’s asset-purchase pro-
gram if circumstances warrant.

The Bank of England, which kept
its key rate at 0.5%—the lowest level
in the bank’s 315-year history—also
impressed analysts who expected
the U.K. central bank to hold off for
another few months on boosting its
program to buy government and cor-
porate bonds. Instead, the bank’s
nine-member rate-setting commit-
tee increased the size of the pro-
gram to £125 billion from £75 bil-
lion.

In a statement, U.K. rate setters
also acknowledged tentative signs
of stabilization, noting “promis-
ing” signs that the UK’s severe re-
cession—which saw the economy
shrink by 1.9% in the first quarter of

this year in the sharpest contrac-
tion since 1979—may be moderat-
ing. U.K. consumer confidence has
risen as equity markets have rallied
and property prices have showed
signs of slowing their steep de-
scent.

But U.K. policy makers empha-
sized in their statement that the
“timing and strength of that recov-
ery is highly uncertain,” leading
many economists to suspect that
the key rate may stay at 0.5% for
some time.

“Deflation remains the domi-
nant concern for the Bank of Eng-
land,” said Charles Davis, an econo-
mist with the Centre for Economics
and Business Research, a London-
based consultancy. Mr. Davis ex-
pects the U.K. central bank to keep
its key rate on hold through the mid-
dle of next year and to boost its as-
set-purchase program.

Continued from first page
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GM’s loss widens to $5.98 billion
Bankruptcy jitters,
sales slump cause
‘revenue implosion’
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GM and Fiat are weighing cash-free deal

GM reported a first-quarter loss of $5.98 billion. Above, CEO Fritz Henderson talks to reporters in Washington this week.

By Stacy Meichtry

And Dana Cimilluca

After months of negotiations,
Fiat SpA and General Motors Corp.
are weighing a deal that would al-
low Fiat to take control of GM’s Eu-
ropean, Latin American and South
African operations without paying
the Detroit auto maker any cash,
people familiar with the matter
said.

GM, which is running on loans
from the U.S. government, burned
through $10.2 billion in the first
quarter and has undertaken an ex-
tensive restructuring.

Instead of paying cash, Fiat
Chief Executive Sergio Marchionne
is offering GM a stake in a new, pub-
licly traded company that Fiat
would create by splitting its auto
unit from the rest of its businesses,
which range from farm equipment
to Ferraris, the people said.

Fiat aims to merge the car unit—
which eventually would hold a
stake Fiat is taking in Chrysler LLC—
with GM’s Latin American and Euro-
pean operations, including GM’s
German unit Opel and the British
Vauxhall brand.

The merger is part of Mr. Mar-
chionne’s plan to create an automo-
tive behemoth with annual revenue
of about Œ80 billion, or roughly
$100 billion, that could reshape the
global auto industry.

But he is trying to pull off the
three-way alliance with scarce fi-
nancial resources. Fiat, which is
saddled with Œ6.6 billion in net
debt, refused to inject any cash into
its alliance with Chrysler.

Many hurdles remain to reach-
ing a deal between GM and Fiat, the
people familiar with the matter
said. The size of GM’s potential

stake hasn’t been settled as the com-
panies negotiate over the value of
GM’s European and Latin American
operations.

Fiat is counting on the support
of European governments to help fi-
nance the new company’s opera-
tions.

Mr. Marchionne on Monday met
with senior German officials and
presented his plan to restructure
GM’s European and Latin American
operations.

If a deal is reached, it would
mark yet another turning point in
Fiat’s on-again-off-again history

with GM. In 2000, the auto makers
forged an alliance with GM taking a
20% stake in the Italian car maker.

The companies touted the poten-
tial synergies between GM’s Opel
unit in Germany and Fiat, which
dominates the Italian market.

But the relationship frayed as
the companies’ engineering teams
struggled to work together, and Fi-
at’s finances fell into disarray. After
Mr. Marchionne’s appointment as
CEO of Fiat in 2004, the Italian auto
maker succeeded in getting GM to
pay $2 billion to end the alliance.

By Sharon Terlep

General Motors Corp. said bank-
ruptcy jitters and a global sales
slump created a “revenue implo-
sion” that led to nearly a $6 billion
loss in the first quarter.

The auto maker burned through
$10.2 billion as revenue plunged
47%, the latest sign GM is running
out of options as it races to meet a
June 1 restructuring deadline set
by the White House. The company
is surviving on $15.4 billion in fed-
eral loans and has said it needs an-
other $11.6 billion to stay afloat.

“The concern about bankruptcy
is having an impact on our sales,”
Chief Financial Officer Ray Young
told reporters. He noted that a U.S.
government guarantee of GM and
Chrysler LLC warranties wasn’t an-
nounced by the Obama administra-
tion until March 30. As a result, con-
sumers for most of the quarter
were unsure about warranty pro-
tection. Chrysler last week filed for
protection from creditors under
the bankruptcy code.

“We’re spending our time to
avoid bankruptcy court,” Mr.
Young said.

GM on Thursday reported a loss
of $5.98 billion, or $9.78 a share,
compared with a loss of $3.28 bil-
lion, or $5.80 a share, a year ear-
lier.

Revenue dropped to $22.43 bil-
lion from $42.38 billion because of
declining sales world-wide, but
principally in North America and
Europe.

“Our first-quarter results under-
score the importance of executing
GM’s revised viability plan, which
goes further and faster to lower
our break-even point,” Chief Execu-
tive Fritz Henderson said in a pre-
pared statement.

As weak as the results look, ana-
lysts were expecting worse. Exclud-

ing items, GM’s loss was $9.66 a
share. Analysts had predicted a
loss of $11.05 a share on that basis
and revenue of $20.2 billion, ac-
cording to Thomson Reuters.

GM’s shares were down six
cents at $1.60 in afternoon trading
Thursday on the New York Stock Ex-
change.

Although the company cut struc-
tural costs by $3 billion, Mr. Young
said that wasn’t sufficient. “We
cannot cut costs fast enough to off-
set that revenue loss,” he said.

The losses aren’t expected to let
up soon. GM will idle most of its as-
sembly plants this summer, fur-
ther slashing revenue.

GM has less than four weeks to
squeeze painful concessions from
its union and bondholders, victo-
ries critical to convincing the
Obama administration it can sur-
vive outside bankruptcy court.

The company reported an oper-
ating loss of $3.2 billion from its

North American operations and an
operating loss of $2 billion in Eu-
rope. Only GM’s Latin America, Af-
rica and Middle East region made
money, $16 million.

GM ended the quarter with
$11.6 billion in liquidity, down from
$14.2 billion the previous quarter.
The decline was largely offset by
federal loans GM received in the
quarter.

Mr. Young said quarterly pro-
duction dropped 40% to 900,000
vehicles from a year earlier. GM
temporarily closed factories to
stop its inventory from bloating.

“That’s why we saw the revenue
implosion, a combination of weak-
ness and global volumes,” he said.

Mr. Henderson, the CEO, has
said that while he hopes to avoid a
bankruptcy filing, the scenario is
increasingly likely. The company
needs 90% of bondholders to sign
off on a deal to exchange $27 bil-
lion in debt for 10% of the compa-

ny’s stock. The company also needs
the United Auto Workers union to
agree to accept equity in exchange
for at least half of the $20 billion
GM owes a retiree health-care
trust.

If GM succeeds, it would ask the
U.S. Treasury to approve a plan in
which the government would swap
much of the auto maker’s debt in ex-
change for taking a 50% stake in
the company.

Mr. Young said GM hasn’t en-
gaged with an ad hoc committee
representing some of the compa-
ny’s institutional bondholders.
The group proposed a counteroffer
to GM’s debt swap that would give
bondholders, rather than the gov-
ernment, a majority stake in the
auto maker. Mr. Young said any
changes to GM’s offer would have
to happen in the near term for the
swap to be complete by June 1. He
declined to comment on the likeli-
hood of any changes.

LEADING THE NEWS

A WSJ NEWS ROUNDUP

Health officials from across Asia
met in Bangkok to discuss ways to
coordinate their defense against
the A/H1N1 flu virus, including the
possibility of establishing some
kind of joint mechanism for the de-
velopment and production of vac-
cines.

Meanwhile, South Korea re-
ported its third positive test for the

flu in a human.
Health ministers in Southeast

Asia are also considering steps to
boost their stockpiles of Tamiflu
and other drugs to fight the virus, of-
ficials meeting in Bangkok said.

“In a more globalized and inter-
connected world, an outbreak of an
emerging infectious disease is im-
mensely swift. To deal with it re-
quires strong cooperative efforts,”

said Thailand’s health secretary,
Prat Boonyawongvirot. Delegates in
Bangkok are expected to meet again
Friday to draft more details on their
plans for regional cooperation.

Chinese authorities Thursday
started lifting a seven-day quaran-
tine on passengers from the Mexico
City-Shanghai flight, where a Mexi-
can man was confirmed to be in-
fected with the flu on May 1.

Asian officials try to coordinate response to flu

By Guy Chazan

Royal Dutch Shell PLC dropped
a three-year plan to explore for oil
in Alaska’s Beaufort Sea following
challenges by environmental
groups, highlighting the obstacles
facing Western oil majors ventur-
ing into the frontier territories of
the Arctic.

Shell is one of several oil compa-
nies that have flocked to the icy wa-
ters off Alaska, seen as one of the
world’s last great unexplored petro-
leum provinces. But they’ve faced
strong resistance from conserva-
tionists worried about the impact
of drilling on what is widely seen as
a pristine wilderness. Many claim
the oil industry hasn’t yet figured
out how to clear up oil spills in the
Arctic’s iceberg-strewn waters,
home to wildlife such as polar
bears that are already under pres-
sure from global warming.

Shell said it informed the U.S.
Minerals Management Service, the
MMS, that it had withdrawn its orig-
inal 2007-2009 exploration plan
for the Beaufort and would file a
stripped-down, one-year drilling
program for 2010 that “addresses
concerns of North Slope stakehold-
ers related to the pace of Arctic
drilling.”

In a statement, the company
said that, thanks to newly acquired
seismic data, its plans for the Beau-
fort had become “more focused”
over the past three years and the
original program “no longer repre-
sents Shell’s current drilling objec-
tives.”

The U.S. Geological Survey esti-
mates the area above the Arctic Cir-
cle contains just over a fifth of the
world’s undiscovered, recoverable
oil and natural-gas resources, and
with climate change shrinking the
ice cap the region is becoming more
accessible than ever before.

Shut out of other great oil-pro-
ducing areas like the Middle East,
Western majors have spent mil-
lions of dollars on licenses to ex-
plore, develop and produce oil in
the Arctic. Last year, rights to drill
in the Chukchi Sea off northwest
Alaska attracted record bids of
$2.66 billion. Shell paid the most—
some $2.1 billion—to acquire 275
blocks there.

The Beaufort Sea has also gener-
ated huge interest. Some think its
petroleum reserves might be com-
parable to those of Alaska’s nearby
North Slope, site of Prudhoe Bay,
one of the world’s largest oil fields.
Shell spent $84 million on leases in
one prospect, Sivulliq, but was
forced to abandon exploration drill-
ing there after a legal challenge by
Alaska native groups and environ-
mentalists.

Last November, the U.S. Court of
Appeals for the Ninth Circuit ruled
that the MMS didn’t properly con-
sider the risk of oil spills, distur-
bances to migrating whales and dis-
ruptions to the traditional hunting
lifestyle of local Eskimos that re-
lated to Shell’s plan to drill at Si-
vulliq.

Oil companies working in Alas-
ka’s waters suffered a setback last
month when a federal appeals
court ruled the MMS’s five-year
plan to award leases in the Beau-
fort, Bering and Chukchi seas was il-
legal.

Shell scales back
plans for drilling
in Beaufort Sea
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.20 $25.52 –1.17 –4.39%
Alcoa AA 48.80 9.75 –0.75 –7.14%
AmExpress AXP 26.70 26.35 –0.79 –2.91%
BankAm BAC 730.30 13.19 0.50 3.94%
Boeing BA 4.80 43.30 –0.90 –2.04%
Caterpillar CAT 12.10 37.76 –2.24 –5.61%
Chevron CVX 8.50 67.70 –0.41 –0.60%
Citigroup C 791.80 3.80 –0.06 –1.55%
CocaCola KO 9.60 42.79 –0.15 –0.35%
Disney DIS 18.30 25.18 –0.69 –2.67%
DuPont DD 7.40 27.68 –1.08 –3.76%
ExxonMobil XOM 22.50 68.36 –0.22 –0.33%
GenElec GE 109.30 13.88 0.21 1.54%
GenMotor GM 37.00 1.60 –0.06 –3.61%
HewlettPk HPQ 21.10 34.44 –1.89 –5.20%
HomeDpt HD 15.00 25.55 –0.49 –1.88%
Intel INTC 68.60 15.60 –0.52 –3.23%
IBM IBM 5.70 102.28 –2.34 –2.24%
JPMorgChas JPM 83.00 35.23 –1.99 –5.35%
JohnsJohns JNJ 10.70 54.71 0.50 0.92%
KftFoods KFT 11.50 25.00 0.00 0.00%
McDonalds MCD 7.20 53.32 –0.37 –0.69%
Merck MRK 20.80 25.30 0.69 2.80%
Microsoft MSFT 45.90 19.24 –0.55 –2.78%
Pfizer PFE 56.00 14.17 0.26 1.87%
ProctGamb PG 9.50 51.27 0.43 0.85%
3M MMM 3.80 58.70 –0.44 –0.74%
UnitedTech UTX 4.00 51.27 –1.02 –1.95%
Verizon VZ 19.30 29.81 –0.95 –3.09%
WalMart WMT 22.80 50.29 0.78 1.58%

Dow Jones Industrial Average P/E: 42
LAST: 8400.77 t 111.51, or 1.31%

YEAR TO DATE: t 375.62, or 4.3%

OVER 52 WEEKS t 4,466.01, or 34.7%

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

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

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

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

JPMorgan $1,364 9.3% 38% 39% 18% 4%

Goldman Sachs 1,128 7.7% 39% 24% 35% 2%

Bank of America Merrill Lynch 1,070 7.3% 26% 37% 27% 9%

Citi 961 6.5% 25% 39% 28% 8%

Morgan Stanley 788 5.4% 32% 33% 34% 1%

UBS 778 5.3% 35% 26% 36% 3%

Deutsche Bank 677 4.6% 29% 43% 25% 3%

Credit Suisse 596 4.1% 30% 44% 25% 1%

Barclays Capital 555 3.8% 13% 67% 16% 4%

Source: Dealogic

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

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

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

TUI "1,436" –149 –300 –592 Wolters Kluwer  60 ... ... –29

Legal & Gen Gp  697 –91 –129 –303 Unilever 50 ... –2 –4

3i Gp  "1,020" –84 –118 –42 Groupe Danone 71 1 –12 –32

Rhodia 918 –72 –151 –448 TNT  95 1 –4 –10

Wendel 867 –70 –111 –209 Rallye 1426 1 –62 –186

Prudential 418 –45 –85 –163 E.ON 78 2 –2 –2

Stena Aktiebolag 918 –44 –154 –269 Smurfit Kappa Fdg  811 2 –2 –40

Contl 834 –44 –166 –429 Fresenius  227 5 –6 –4

Lafarge 407 –43 –79 –226 Hammerson  652 10 –46 –99

GKN Hldgs  316 –42 –133 –304 MAN  236 15 1 –50

Source: Markit Group

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

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

Unilever Netherlands Food Products $38.8 16.89 8.76% –23.3% –6.2%

Diageo U.K. Distillers & Vintners 36.6 8.81 3.10 –14.3 –3.4

HSBC Hldgs U.K. Banks 143.6 5.55 2.97 –27.8 –34.3

UBS Switzerland Banks 43.0 16.55 2.86 –46.0 –74.9

Rio Tinto U.K. General Mining 45.6 30.19 1.99 –53.6 –9.1

Soc. Generale France Banks $30.8 39.48 –9.79% –46.7 –66.0

E.ON Germany Multiutilities 63.9 23.79 –7.83 –43.2 –22.3

AXA S.A. France Full Line Insurance 35.3 12.58 –6.40 –47.6 –56.7

Vodafone Grp U.K. Mobile Telecoms 106.2 1.21 –4.86 –25.5 –4.6

Nokia Finland Telecoms Equipment 55.0 10.78 –4.35 –44.0 –37.4

...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

BP 158.6 5.10 1.95% –17.4% –24.3%
U.K. (Integrated Oil & Gas)
ING Groep 21.9 7.84 1.55 –68.3 –76.3
Netherlands (Life Insurance)
Nestle S.A. 133.3 39.26 1.24 –23.2 4.8
Switzerland (Food Products)
Banco Bilbao Viz 43.4 8.63 1.05 –42.0 –50.2
Spain (Banks)
Assicurazioni Gen 30.6 16.20 1.00 –42.9 –40.6
Italy (Full Line Insurance)
Total S.A. 127.6 40.10 0.88 –25.5 –27.4
France (Integrated Oil & Gas)
British Amer Tob 50.3 16.51 0.67 –18.1 21.4
U.K. (Tobacco)
Telefonica S.A. 95.6 15.15 0.60 –20.9 17.5
Spain (Fixed Line Telecoms)
BG Grp 60.0 11.14 0.45 –19.5 52.4
U.K. (Integrated Oil & Gas)
France Telecom 59.0 16.83 0.27 –18.2 –5.3
France (Fixed Line Telecoms)
Astrazeneca 52.3 23.94 0.25 13.5 –17.5
U.K. (Pharmaceuticals)
Iberdrola S.A. 40.9 6.10 0.16 –35.2 –7.7
Spain (Conventional Electricity)
Tesco 40.8 3.45 –0.03 –19.8 7.0
U.K. (Food Retailers & Wholesalers)
Bayer 38.7 37.78 –0.18 –32.8 3.2
Germany (Specialty Chemicals)
Sanofi-Aventis S.A. 77.3 43.83 –0.30 –13.1 –41.6
France (Pharmaceuticals)
ABB 37.2 18.09 –0.33 –43.9 2.0
Switzerland (Industrial Machinery)
Royal Dutch Shll 84.6 17.79 –0.48 –31.8 –34.1
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 87.9 10.23 –0.58 –9.8 –32.7
U.K. (Pharmaceuticals)
BNP Paribas S.A. 55.0 45.01 –0.62 –34.7 –42.3
France (Banks)
Roche Hldg Part. Cert. 89.1 143.10 –0.63 –15.2 –26.6
Switzerland (Pharmaceuticals)

ENI 89.6 16.68 –0.66% –34.8% –30.8%
Italy (Integrated Oil & Gas)
Novartis 101.4 43.30 –0.73 –19.8 –37.3
Switzerland (Pharmaceuticals)
BHP Billiton 50.8 15.13 –0.79 –24.2 24.9
U.K. (General Mining)
GDF Suez 77.4 26.32 –0.79 –37.5 –7.2
France (Multiutilities)
Deutsche Bk 30.6 39.95 –0.84 –48.4 –59.2
Germany (Banks)
Anglo Amer 31.2 15.48 –1.21 –55.4 –40.0
U.K. (General Mining)
Banco Santander 76.8 7.02 –1.27 –46.9 –38.0
Spain (Banks)
BASF 35.5 28.83 –1.33 –36.3 –15.1
Germany (Commodity Chemicals)
SAP 46.1 28.05 –1.41 –12.0 –34.2
Germany (Software)
Credit Suisse Grp 44.9 42.80 –1.61 –24.9 –44.7
Switzerland (Banks)
Daimler 35.8 27.66 –1.76 –47.0 –36.9
Germany (Automobiles)
Deutsche Telekom 47.7 8.15 –1.87 –30.7 –38.5
Germany (Mobile Telecoms)
ArcelorMittal 39.5 20.31 –1.96 –67.1 ...
Luxembourg (Iron & Steel)
L.M. Ericsson Tel B 26.0 68.10 –2.16 –10.6 –46.4
Sweden (Telecoms Equipment)
Intesa Sanpaolo 39.3 2.48 –2.17 –46.8 –49.4
Italy (Banks)
Koninklijke Phlps 18.8 14.44 –2.23 –42.1 –44.8
Netherlands (Consumer Electronics)
Allianz SE 43.7 71.94 –2.74 –44.8 –46.5
Germany (Full Line Insurance)
Siemens 62.7 51.15 –3.00 –33.2 –28.4
Germany (Diversified Industrials)
UniCredit 35.5 1.98 –3.34 –58.7 –68.7
Italy (Banks)
Barclays 34.7 2.76 –4.25 –38.9 –56.9
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.04% 0.08% 0.5% 2.4% -4.9%
Event Driven 0.25% 0.75% 1.3% 3.1% -27.0%
Equity Market Neutral -0.75% -0.80% -2.3% -3.1% -9.8%
Equity Long/Short 0.14% -0.18% -2.3% -0.9% -17.9%

*Estimates as of 05/06/09, 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 1.31 102.51% 0.02% 1.87 1.29 1.58

Eur. High Volatility: 11/1 2.43 105.89 0.04 3.89 2.38 3.19

Europe Crossover: 11/1 7.71 107.37 0.10 9.71 7.66 8.78

Asia ex-Japan IG: 11/1 2.46 104.67 0.04 3.84 2.45 3.19

Japan: 11/1 3.24 108.00 0.05 4.33 2.86 3.51

 Note: Data as of May 6

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Unilever sales, earnings fall
amid halt to price increases

AB InBev brews Budweiser, Stella
Artois and dozens of other brands.

Anheuser buoys AB InBev profit

Economy beers give brewers a boost
Sales of ‘subpremium’ brands help Pabst, Anheuser-Busch and Miller offset slower growth during slump

By Matthew Dalton

BRUSSELS—Brewing giant An-
heuser-Busch InBev SA said Thurs-
day its first-quarter net profit rose
92%, but warned that rising costs
and stronger results last year would
make it difficult to repeat that per-
formance through the rest of 2009.

The newly merged company
posted a net profit of $716 million
for the three months ended March
31, up from $373 million a year ear-
lier. The company noted that the
year-earlier results don’t include
U.S.-based Anheuser-Busch Cos.,
which InBev purchased in Novem-
ber. It didn’t report pro forma fig-
ures for the 2008 quarter combin-
ing results from InBev and An-
heuser-Busch.

Sales totaled $8.2 billion, down
7.4%. The year-earlier sales figure in-
cludes results from Anheuser-Busch.

The sales decline was mainly due
to a drop in the value of the Brazilian
real against the dollar, along with
other currency fluctuations, which
hit sales by about $1 billion. Exclud-
ing these effects, sales would have
risen 4.7%, the company said.

AB InBev, the brewer of Bud-
weiser, Stella Artois and dozens of
other brands, also confirmed it
would sell Oriental Brewery, its
South Korean beer unit, to U.S. pri-
vate-equity firm Kohlberg Kravis
Roberts & Co. for $1.8 billion to help
pay down the debt it took on to buy
Anheuser-Busch.

It has features that are likely to
be repeated in other leveraged-buy-

out deals as long as difficult credit
conditions persist. KKR will fund
more than 40% of the purchase
price, for example, and AB InBev
will initially provide $300 million of
financing. That helped AB InBev se-
cure a healthy multiple of more than
10 times cash flow for the business.

ThedealgivesABInBevtherightto
buy back Oriental Brewery within five
years at “predetermined financial
terms,”whichweren’tdisclosed.ABIn-
Bevwillbookacapitalgainof$500mil-
lion from the sale, which will close in
thethirdquarter, itsaid.

In the first quarter, AB InBev con-
tinued to feel the impact of last

year’s soaring commodity prices,
with costs per unit of beer sold ris-
ing 2.5%. However, the company
said its plans to capture savings
from the Anheuser deal were help-
ing to keep costs down.

AB InBev has promised to cut an-
nualcostsby$2.25billionasaresultof
its purchase of Anheuser, with $1 bil-
lionofthosecutscomingthisyear.The
brewer achieved $295 million of cost
cuts in the first quarter, putting it on
track to meet its targets.

The company’s first-quarter
earnings before interest, tax, depre-
ciation and amortization—adjusted
for one-time items—totaled $2.79
billion, up from $2.53 billion a year
earlier on stronger results in North
America, particularly in the U.S.
Last year’s quarterly core earnings
result is the company’s estimate of
what the earnings would have been
if they had included the results of An-
heuser-Busch.

“Overall, beer is confirming to be a
veryresilientbusiness,eveninadown-
turn,”ABInBevChiefFinancialOfficer
Felipe Dutra told reporters.

Butinvestorsshouldn’texpectsimi-
larEbitdagrowthduringtherestofthe
year,thecompanysaid.Thebreweres-
timates a percentage increase in costs
per unit of beer sold in the “low single
digits” for the rest of theyear.

Goldman Sachs Group Inc. ad-
vised KKR on the Oriental Brewery
deal, and J.P.Morgan Chase & Co.,
Deutsche Bank AG and Lazard Ltd.
advised AB InBev.
 —Dana Cimilluca

contributed to this article.

By David Kesmodel

Mark Lehr’s favorite beer is Hei-
neken, but one recent afternoon, the
Chicagoan emerged from a 7-Eleven
with a 12-pack of Busch that cost
him $8—about $7 less than a dozen
Heinekens.

“My funds are limited right now,”
said the 39-year-old house painter,
noting that he has had far fewer cus-
tomers during the recession.

Sales of so-called economy
brews, including Busch, Miller High
Life and Pabst Brewing Co.’s Pabst
Blue Ribbon, are rising faster than
the U.S.’s beer sales overall, and are
helping industry giants Anheuser-
Busch InBev NV and MillerCoors
LLC weather the economic down-
turn.

Though less profitable, low-
priced brews such as Natural Light
and Busch Light are helping An-
heuser offset slower sales growth
for its larger brands. “We feel we
have brands that can meet any con-
sumer need,” said Dave Peacock,
president of the company’s U.S. unit.

ThisyearthroughApril 19,U.S. re-
tailers’ sales of domestic “subpre-
mium” brands were up 2.6% by vol-
ume and 8% by value from a year ear-
lier, according to market-research
firm Information Resources Inc. The
data exclude sales at bars, restau-
rants and Wal-Mart Stores Inc. out-
lets.

By contrast, the U.S. beer indus-
try’s total volume rose just 0.5%.
Sales of “premium” beers, such as
Bud Light and Miller Lite, which ac-
countfor abouthalf the industry’s to-

tal sales, fell 1.4%.
For shoppers, the math is simple.

While prices vary, Busch Light or
MillerCoors’s Keystone Light gener-
ally cost around $14 a case, about $5
less than a case of Bud Light or Coors
Light.

Notlong ago,drinkerswere “trad-
ing up,” favoring imports, small-
batch “craft” beers and premium
lights. Now, Heineken and other im-
port brands are struggling, and the
growth of craft beers has slowed.

MillerCoors President Tom Long
said in an interview that some drink-
ers are embracing a wider cultural
shift toward thrift.

MillerCoors, a joint venture of
SABMiller PLC and Molson Coors
Brewing Co., has seen sales growth

for its Miller High Life brand acceler-
ate recently, thanks partly to TV ads
that deride expensive purchases like
$11.50 hamburgers, Mr. Long said.

Anheuser’s Mr. Peacock said beer
is better-positioned amid the reces-
sionthanother consumer-goods sec-
tors because private-label brands
aren’t much of a factor. Many estab-
lished, low-priced brands are avail-
able, he said. Also, consumers tend
to care more about image with a so-
cial product like beer than they do
with goods like milk or cereal, which
enjoy sizable private-label sales.

Gillian Singletary, 24, of Los An-
geles, has been buying more Pabst
Blue Ribbon and Miller High Life and
less Stella Artois and Pete’s Wicked
Ale. She said Blue Ribbon is seen as

hip—in a retro way—at some L.A.
bars.

Pabst declined to comment for
this article.

The economy brews are flourish-
ing despite relatively little advertis-
ing. Natural Light, Busch Light and
Busch are the nation’s fifth-, sev-
enth- and eighth-largest beer brands
by volume, but Anheuser spent less
than $4 million, combined, promot-
ing them last year, according to re-
search firm TNS Media Intelligence.
That compares with more than $270
million for Bud and Bud Light.

Severalconvenience-storechains—
the largest single channel for U.S.
beer sales by volume—began seeing
a big rise in spending on low-priced
beers at the start of the year. At

7-Eleven Inc., with 6,000 U.S. stores,
sales of such beers are up 9% in dollar
terms this year, said Alan Beach, vice
president of merchandising.

The chain noted that after ciga-
rette makers raised prices this
spring ahead of a federal tax in-
crease, a significant number of shop-
pers who buy both cigarettes and
beer began buying cheaper beer.

Some retailers have begun to pro-
mote cheaper brews harder than
ever. Bob Gulley, senior category
manager for alcohol sales at the
ampm convenience-store chain, told
its stores this year to begin offering
30-can packages of Busch Light, Key-
stone Light and other low-priced
brands so he could better compete
with supermarkets.

CORPORATE NEWS

*Sales in food, drug, convenience
and mass-merchandise outlets 
in the U.S., excluding Wal-Mart; 
year-to-date through April 19

Source: Information Resources

Beer on a budget 
Number of cases
sold this year and
change from
previous year*
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By Aaron O. Patrick

LONDON—Consumer-goods gi-
ant Unilever reported drops in first-
quarter profit and sales volume, in a
sign that the new chief executive’s
moves to boost sales by keeping
prices in check could take a while to
pay off.

The Anglo-Dutch company re-
ported Thursday that sales volume
fell 1.8%. That exceeded the 1.6% re-
corded for the previous quarter, even
as Unilever halted price increases
around the world in an effort to stimu-
late buying—part of CEO Paul Pol-
man’s strategy to win market share
from rivals such as Procter & Gamble
Co. and Nestlé SA.

Net profit at Unilever—the
world’s second-largest consumer
goods company by revenue, after
P&G—fell to Œ731 million ($974.5 mil-
lion). That was down 45% from the
year-earlier period, which was
boosted by a large gain from the sale
of businesses.

Revenue fell 1% to Œ9.5 billion.
In one bright spot, sales by value

rose 4.8%, excluding the effects of ac-
quisitions, disposals and currency
movements. The increase was
greater than what analysts had ex-
pected and alleviated investors’ con-
cerns that the company may have
been suffering particularly badly
from the economic downturn.

The results were “not a disaster,
as some had feared,” Sanford Bern-

stein analyst Andrew Wood wrote in
a note. Unilever shares jumped 9% to
Œ16.91 in early trading on the Amster-
dam Stock Exchange. They are down
about 7% this year.

Mr. Polman joined Unilever, which
owns such brands as Ben & Jerry’s ice
cream, Dove soap and Lynx deodor-
ant, at the start of the year after stints
atP&G and Nestlé. One of his first deci-
sions was to place more emphasis on
volume and less on price increases, a
strategy that requires a tricky balanc-
ing act as Mr. Polman aims to main-
tain profit margins and spend money
on developing new products.

In a media briefing Thursday in
London, Mr. Polman attributed the
company’s mixed performance to
tough economic conditions in some
countries, particularly Germany and
Russia. “I think we are in for a period
of slow growth over a long time and
we are planning accordingly,” he said.
“The economic situation continues to
be tough for the foreseeable future.”

Unilever held prices steady in the
first quarter. In 2008 Unilever in-
creased prices 7.2% despite the eco-
nomic crisis and falling commodity
prices. The higher prices triggered a
fall in sales volume as some consum-
ers switched to less-expensive rivals.

In February, Mr. Polman scrapped
the company’s sales and profit tar-
gets, citing the uncertain economy.
He didn’t provide an outlook Thurs-
day. — Michael Carolan

contributed to this article.
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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.

3.30% 11 World -a % % 178.40 –0.08% –38.5% 4.87% 11 U.S. Select Dividend -b % % 523.17 0.26%–34.1%

2.77% 12 Global Dow 1135.20 1.22% –31.1% 1607.03 1.45% –40.4% 4.74% 14 Infrastructure 1240.40 0.87% –26.0% 1576.31 1.10% –36.1%

3.58% 20 Stoxx 600 206.30 –0.83% –37.4% 206.67 0.02% –45.5% 2.18% 7 Luxury 737.10 –0.21% –24.8% 832.95 0.01% –35.0%

3.74% 16 Stoxx Large 200 220.80 –0.92% –37.5% 219.97 –0.07% –45.7% 1.67% 9 BRIC 50 338.20 1.59% –32.5% 429.83 1.82% –41.7%

2.76% -24 Stoxx Mid 200 191.30 –0.30% –36.0% 190.62 0.56% –44.3% 5.11% 11 Africa 50 648.40 1.17% –42.9% 548.58 1.40% –50.6%

2.97% 21 Stoxx Small 200 121.00 –0.54% –36.3% 120.51 0.32% –44.6% 4.21% 6 GCC % % 1256.23 0.69% –57.3%

3.56% 16 Euro Stoxx 225.50 –1.00% –39.2% 225.89 –0.15% –47.1% 5.19% 10 Sustainability 696.80 0.67% –31.3% 789.76 1.62% –40.2%

3.68% 13 Euro Stoxx Large 200 239.50 –1.27% –39.5% 238.44 –0.43% –47.4% 2.73% 11 Islamic Market -a % % 1547.51 –0.33% –34.9%

2.96% -17 Euro Stoxx Mid 200 214.30 0.49% –37.5% 213.26 1.35% –45.6% 3.05% 11 Islamic Market 100 1492.30 –0.61% –21.1% 1714.48 0.33% –31.3%

3.04% 14 Euro Stoxx Small 200 131.60 –0.15% –37.5% 130.85 0.71% –45.6% 3.05% 11 Islamic Turkey -c % % % %

6.01% 7 Stoxx Select Dividend 30 1187.90 –0.65% –51.8% 1363.63 0.20% –58.1% 2.30% 11 DJ U.S. TSM % % 9416.06 0.03% –33.3%

5.34% 9 Euro Stoxx Select Div 30 1371.20 –1.40% –51.9% 1580.20 –0.56% –58.1% % DJ-UBS Commodity 122.50 –0.12% –35.9% 119.35 0.73% –44.3%

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

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

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

Australia 1.3206 1.9855 1.1698 0.1688 0.0406 0.2036 0.0133 0.3201 1.7706 0.2377 1.1278 ...

 Canada 1.1709 1.7604 1.0372 0.1497 0.0360 0.1805 0.0118 0.2838 1.5699 0.2108 ... 0.8867

 Denmark 5.5545 8.3511 4.9202 0.7101 0.1706 0.8563 0.0561 1.3462 7.4471 ... 4.7437 4.2061

 Euro 0.7459 1.1214 0.6607 0.0953 0.0229 0.1150 0.0075 0.1808 ... 0.1343 0.6370 0.5648

 Israel 4.1260 6.2034 3.6549 0.5275 0.1267 0.6361 0.0417 ... 5.5319 0.7428 3.5238 3.1244

 Japan 98.9550 148.7788 87.6561 12.6500 3.0395 15.2548 ... 23.9833 132.6739 17.8154 84.5119 74.9337

 Norway 6.4868 9.7529 5.7461 0.8292 0.1992 ... 0.0656 1.5722 8.6972 1.1679 5.5400 4.9121

 Russia 32.5562 48.9482 28.8389 4.1619 ... 5.0188 0.3290 7.8905 43.6497 5.8613 27.8044 24.6532

 Sweden 7.8225 11.7611 6.9293 ... 0.2403 1.2059 0.0791 1.8959 10.4880 1.4083 6.6808 5.9236

 Switzerland 1.1289 1.6973 ... 0.1443 0.0347 0.1740 0.0114 0.2736 1.5136 0.2032 0.9641 0.8549

 U.K. 0.6651 ... 0.5892 0.0850 0.0204 0.1025 0.0067 0.1612 0.8918 0.1197 0.5680 0.5037

 U.S. ... 1.5035 0.8858 0.1278 0.0307 0.1542 0.0101 0.2424 1.3408 0.1800 0.8540 0.7572

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 412.00 4.50 1.10% 826.00 314.00
Soybeans (cents/bu.) CBOT 1102.00 –16.00 –1.43% 1,650.00 779.00
Wheat (cents/bu.) CBOT 570.25 11.50 2.06 1,144.75 447.00
Live cattle (cents/lb.) CME 82.025 0.150 0.18 116.700 78.600
Cocoa ($/ton) ICE-US 2,462 94 3.97 3,220 1,932
Coffee (cents/lb.) ICE-US 124.60 –0.30 –0.24 181.60 106.60
Sugar (cents/lb.) ICE-US 15.49 0.13 0.85 15.99 9.97
Cotton (cents/lb.) ICE-US 58.88 0.71 1.22 101.50 41.21
Crude palm oil (ringgit/ton) MDEX 2,680.00 unch. unch. 3,660 1,425
Cocoa (pounds/ton) LIFFE 1,735 59 3.52 2,004 1,040
Robusta coffee ($/ton) LIFFE 1,490 –23 –1.52 2,314 1,434

Copper (cents/lb.) COMEX 216.45 –2.25 –1.03 372.00 129.95
Gold ($/troy oz.) COMEX 915.50 4.50 0.49 1,035.00 476.00
Silver (cents/troy oz.) COMEX 1403.00 32.00 2.33 2,170.00 690.00
Aluminum ($/ton) LME 1,585.00 54.00 3.53 3,340.00 1,288.00
Tin ($/ton) LME 13,895.00 895.00 6.88 25,450.00 9,750.00
Copper ($/ton) LME 4,775.00 180.00 3.92 8,811.00 2,815.00
Lead ($/ton) LME 1,485.00 69.00 4.87 2,420.00 870.00
Zinc ($/ton) LME 1,610.00 69.50 4.51 2,350.00 1,065.00
Nickel ($/ton) LME 13,140 1,040 8.60 27,775 9,000

Crude oil ($/bbl.) NYMEX 56.71 0.37 0.66 147.91 40.85
Heating oil ($/gal.) NYMEX 1.4852 0.0139 0.94 4.1425 1.1655
RBOB gasoline ($/gal.) NYMEX 1.6655 0.0375 2.30 3.7200 1.0715
Natural gas ($/mmBtu) NYMEX 4.081 0.194 4.99 11.840 3.251
Brent crude ($/bbl.) ICE-EU 57.43 0.28 0.49 143.31 42.62
Gas oil ($/ton) ICE-EU 483.00 15.25 3.26 1,342.50 380.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on May 7
Per In

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

Argentina peso-a 4.9816 0.2007 3.7155 0.2691

Brazil real 2.8191 0.3547 2.1027 0.4756

Canada dollar 1.5699 0.6370 1.1709 0.8540
1-mo. forward 1.5697 0.6371 1.1707 0.8542

3-mos. forward 1.5690 0.6374 1.1702 0.8545
6-mos. forward 1.5679 0.6378 1.1694 0.8551

Chile peso 755.58 0.001323 563.55 0.001774
Colombia peso 2959.84 0.0003379 2207.60 0.0004530

Ecuador US dollar-f 1.3408 0.7459 1 1
Mexico peso-a 17.5219 0.0571 13.0688 0.0765

Peru sol 3.9592 0.2526 2.9530 0.3386
Uruguay peso-e 32.111 0.0311 23.950 0.0418

U.S. dollar 1.3408 0.7459 1 1
Venezuela bolivar 2.88 0.347344 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7706 0.5648 1.3206 0.7573
China yuan 9.1463 0.1093 6.8218 0.1466

Hong Kong dollar 10.3909 0.0962 7.7501 0.1290
India rupee 65.8040 0.0152 49.0800 0.0204

Indonesia rupiah 13904 0.0000719 10370 0.0000964
Japan yen 132.67 0.007537 98.96 0.010106

1-mo. forward 132.63 0.007540 98.92 0.010109
3-mos. forward 132.52 0.007546 98.84 0.010118

6-mos. forward 132.32 0.007558 98.69 0.010133
Malaysia ringgit-c 4.7255 0.2116 3.5245 0.2837

New Zealand dollar 2.2526 0.4439 1.6801 0.5952
Pakistan rupee 107.930 0.0093 80.500 0.0124

Philippines peso 63.444 0.0158 47.320 0.0211
Singapore dollar 1.9641 0.5091 1.4650 0.6826

South Korea won 1687.07 0.0005927 1258.30 0.0007947
Taiwan dollar 44.399 0.02252 33.115 0.03020
Thailand baht 46.779 0.02138 34.890 0.02866

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

Euro zone euro 1 1 0.7459 1.3408

1-mo. forward 1.0001 0.9999 0.7459 1.3406

3-mos. forward 1.0003 0.9997 0.7461 1.3403

6-mos. forward 1.0004 0.9996 0.7462 1.3402

Czech Rep. koruna-b 26.564 0.0376 19.813 0.0505

Denmark krone 7.4471 0.1343 5.5545 0.1800

Hungary forint 277.70 0.003601 207.12 0.004828

Norway krone 8.6972 0.1150 6.4868 0.1542

Poland zloty 4.3627 0.2292 3.2540 0.3073

Russia ruble-d 43.650 0.02291 32.556 0.03072

Sweden krona 10.4880 0.0953 7.8225 0.1278

Switzerland franc 1.5136 0.6607 1.1289 0.8858

1-mo. forward 1.5129 0.6610 1.1284 0.8862

3-mos. forward 1.5114 0.6616 1.1273 0.8871

6-mos. forward 1.5091 0.6627 1.1255 0.8885

Turkey lira 2.0869 0.4792 1.5565 0.6425

U.K. pound 0.8918 1.1214 0.6651 1.5035

1-mo. forward 0.8918 1.1214 0.6651 1.5035

3-mos. forward 0.8918 1.1213 0.6651 1.5034

6-mos. forward 0.8919 1.1212 0.6652 1.5033

MIDDLE EAST/AFRICA
Bahrain dinar 0.5054 1.9785 0.3770 2.6527

Egypt pound-a 7.5424 0.1326 5.6255 0.1778

Israel shekel 5.5319 0.1808 4.1260 0.2424

Jordan dinar 0.9503 1.0523 0.7088 1.4109

Kuwait dinar 0.3900 2.5640 0.2909 3.4377

Lebanon pound 2021.18 0.0004948 1507.50 0.0006634

Saudi Arabia riyal 5.0279 0.1989 3.7501 0.2667

South Africa rand 11.2573 0.0888 8.3963 0.1191

United Arab dirham 4.9246 0.2031 3.6730 0.2723

SDR -f 0.8936 1.1191 0.6665 1.5004

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 600 206.29 –1.73 –0.83% 4.8% –37.4%

 13 DJ Stoxx 50 2075.37 –19.54 –0.93 0.5% –36.6%

 16 Euro Zone DJ Euro Stoxx 225.48 –2.27 –1.00 1.2% –39.2%

 14 DJ Euro Stoxx 50 2406.08 –31.19 –1.28 –1.9% –37.6%

 7 Austria ATX 2068.71 50.20 2.49% 18.2% –51.8%

 12 Belgium Bel-20 2073.54 48.64 2.40 8.6% –46.5%

 9 Czech Republic PX 982.7 30.9 3.25 14.5% –40.9%

 14 Denmark OMX Copenhagen 273.62 0.18 0.07 21.0% –34.4%

 12 Finland OMX Helsinki 5883.23 –51.86 –0.87 8.9% –40.2%

 11 France CAC-40 3251.52 –31.99 –0.97 1.0% –35.7%

 14 Germany DAX 4804.10 –76.61 –1.57 –0.1% –32.1%

 … Hungary BUX 13894.24 84.93 0.62 13.5% –40.0%

 5 Ireland ISEQ 2590.26 –91.74 –3.42 10.5% –60.0%

 9 Italy S&P/MIB 19814 –290 –1.44 1.8% –41.9%

 9 Netherlands AEX 256.69 1.41 0.55 4.4% –47.0%

 7 Norway All-Shares 322.80 7.55 2.39 19.5% –43.2%

 17 Poland WIG 29721.01 –166.33 –0.56 9.2% –37.7%

 15 Portugal PSI 20 7256.85 124.11 1.74 14.4% –35.5%

 … Russia RTSI 942.31 45.21 5.04% 49.1% –58.7%

 6 Spain IBEX 35 9228.9 –0.1 unch. 0.4% –34.4%

 15 Sweden OMX Stockholm 247.78 –1.80 –0.72% 21.3% –24.7%

 10 Switzerland SMI 5325.63 6.37 0.12 –3.8% –29.8%

 … Turkey ISE National 100 32842.61 –874.31 –2.59 22.3% –22.4%

 10 U.K. FTSE 100 4398.68 2.19 0.05 –0.8% –29.9%

 12 ASIA-PACIFIC DJ Asia-Pacific 99.78 3.07 3.17 6.6% –35.2%

 … Australia SPX/ASX 200 3938.7 71.6 1.85 5.8% –31.2%

 … China CBN 600 22588.86 –32.07 –0.14 53.0% –27.1%

 14 Hong Kong Hang Seng 17217.89 383.32 2.28 19.7% –32.3%

 15 India Sensex 12116.94 164.19 1.37 25.6% –29.1%

 … Japan Nikkei Stock Average 9385.70 408.33 4.55 5.9% –32.7%

 … Singapore Straits Times 2241.60 62.57 2.87 27.3% –29.3%

 11 South Korea Kospi 1401.08 7.63 0.55 24.6% –24.2%

 13 AMERICAS DJ Americas 235.12 –3.50 –1.47 4.0% –35.6%

 … Brazil Bovespa 49775.66 –1723.82 –3.35 32.6% –28.1%

 15 Mexico IPC 23722.15 –183.98 –0.77 6.0% –22.7%

*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 7, 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* 236.47 1.30% 3.9% –38.3%

3.40% 14 World (Developed Markets) 934.77 1.32% 1.6% –38.1%

3.10% 14 World ex-EMU 110.08 1.39% 2.3% –36.1%

3.20% 15 World ex-UK 936.04 1.34% 1.3% –37.2%

4.20% 12 EAFE 1,228.25 0.82% –0.7% –42.6%

3.40% 10 Emerging Markets (EM) 712.05 1.10% 25.6% –40.2%

4.70% 10 EUROPE 72.57 1.40% 4.5% –35.7%

5.10% 10 EMU 138.87 0.94% –2.3% –47.1%

4.50% 12 Europe ex-UK 79.65 1.32% 2.7% –35.7%

5.80% 9 Europe Value 82.27 1.35% 6.1% –38.2%

3.70% 11 Europe Growth 62.23 1.44% 3.0% –33.4%

4.00% 10 Europe Small Cap 125.85 1.08% 24.7% –34.9%

3.60% 5 EM Europe 206.59 2.51% 30.1% –48.8%

5.30% 8 UK 1,307.61 1.34% –0.5% –27.7%

3.40% 10 Nordic Countries 117.17 2.31% 19.5% –36.3%

2.70% 4 Russia 563.77 3.17% 36.8% –58.4%

4.40% 9 South Africa 590.15 1.22% 1.9% –20.9%

4.10% 13 AC ASIA PACIFIC EX-JAPAN 299.87 0.82% 21.2% –38.9%

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

2.70% 11 China 49.59 1.47% 21.6% –34.0%

1.50% 14 India 467.51 –1.72% 26.6% –34.3%

1.70% 14 Korea 380.00 –0.58% 23.8% –25.4%

5.90% 13 Taiwan 245.91 2.82% 41.8% –28.5%

2.60% 19 US BROAD MARKET 1,011.79 1.53% 3.0% –32.9%

1.80% -56 US Small Cap 1,325.64 0.76% 6.3% –29.9%

3.80% 12 EM LATIN AMERICA 2,804.54 2.04% 35.0% –40.6%

*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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Outlook remains bleak
for Japanese electronics

Nintendo expects flat net
as Wii, DS demand cool

UAL chief pans limits on alliances

Telecoms’ results sag
European carriers
suffering amid
global downturn

By Archibald Preuschat

And Giada Zampano

Two European telecommunica-
tions heavyweights, Deutsche Tele-
kom AG and Telecom Italia SpA,
Thursday reported first-quarter re-
sults that were weighed down by
the economic downturn, but sought
to reassure investors on their full-
year forecasts.

Deutsche Telekom posted a net
loss of Œ1.12 billion ($1.49 billion)
for the quarter ended March 31, com-
pared with a year-earlier net profit
of Œ924 million. The company’s bot-
tom line was hurt by a Œ1.8 billion
write-down related to its T-Mobile
operations in Britain, for which it
said it is reviewing all options.

Despite the hefty write-down,
the German company still expects to
post a net profit for the full year,
said Chief Financial Officer Timoth-
eus Höttges, in a conference call.

Deutsche Telekom last month is-
sued a surprise profit warning, say-
ing that its 2009 operating profit
would fall short of expectations be-
cause of weak mobile operations in
the U.S., Britain and Poland, in par-
ticular. The company on Thursday

further amended its full-year out-
look to account for the consolida-
tion of Hellenic Telecommunica-
tions Organization SA.

The company said it now expects
2009 earnings before interest, tax,
depreciation and amortization, ad-
justed for exceptional items, to
come in 2% to 4% lower than 2008’s
Œ19.5 billion. The acquisition of
Greece’s OTE will contribute an addi-
tional Œ2 billion to 2009 adjusted
Ebitda, the company said. Telecom
Italia said its first-quarter net profit
fell 4.5% becaue of a weak perform-
ance in Brazil and slowing mobile
revenue at home due to the tough
economic climate, but the company

confirmed its targets for 2009.
Italy’s largest telecom operator,

which is focusing on reducing debt
andslashingcosts,posted anet profit
of Œ463 million, down from Œ485 mil-
lion a year earlier. Revenue fell 6.7%
to Œ6.79 billion from Œ7.28 billion a
year earlier, as a slowdown in mobile
spending and a sales-network re-
structuring were only partially offset
by domestic broadband growth.

Chief Executive Franco Bernabe
said the first-quarter results were
“satisfying,” in light of the tough
macroeconomic environment, and
confirmed the company’s commit-
ment to profitability and revenue
generation.

By Yuzo Yamaguchi

And Hiroyuki Kachi

TOKYO—Hitachi Ltd. and NEC
Electronics Corp. both warned that
their fiscal-year net losses would be
wider than previously forecast, sug-
gesting the outlook for Japanese
electronics manufacturers remains
bleak despite signs of economic re-
covery in other parts of the world.

Hitachi, which had forecast a
record net loss for a Japanese manu-
facturer, now estimates a net loss of
788 billion yen ($8.02 billion) for
the fiscal year ended March 31, com-
pared to an earlier forecast for a loss
of of 700 billion yen.

The company said the economic
downturn had led it to write down
deferred tax assets, resulting in a
higher-than-expected income tax
bill. Deferred tax assets are credits
against future taxable income.

“We remain in very severe condi-
tions for the first and second quar-
ters” of the fiscal year that started
April 1, company Executive Vice
President Takashi Miyoshi said. He
wouldn’t predict whether the com-
pany would be able to return to prof-
itability during the fiscal year.

The maker of electrical products
ranging from trains to television
sets, however, more than tripled its
operating profit estimate to 127 bil-
lion yen from 40 billion yen, as busi-
nesses such as a power generation
and industrial systems improved on
higher sales and deeper cost cuts.

Investors reacted favorably to
the operating profit estimate revi-
sion. Hitachi shares rose 7.3% to 370
yen Thursday in Tokyo for their
third straight session of gains. The
benchmark Nikkei 225 Stock Aver-
age rose 4.6%.

Hitachi, which spent 150 billion
yen on restructuring during the last

fiscal year, plans to spend a “large
amount” of money for this fiscal year
to continue the restructuring, ac-
cording to Mr. Miyoshi. He said the
company has no plans to raise capi-
tal from the Japanese government.

Growing losses also have forced
NEC Electronics into fundamental
change, with the company last week
announcing it was discussing a
merger with Renesas Technology
Corp. to become the world’s third-
largest semiconductor maker.

NEC said it now expects a net
loss of 83 billion yen for the just-
ended fiscal year, bigger than the 65
billion yen loss it forecast in late Jan-
uary and considerably worse than

the 16 billion yen loss it reported a
year earlier.

The company blamed the poor
performance on a slide in demand
for chips used in consumer electron-
ics, automobiles and industrial
equipment.

NEC lowered its fiscal-year reve-
nue outlook to 546 billion yen from
555 billion yen. It also expects a
deeper operating loss of 68.5 billion
yen, compared with a previously
forecast loss of 55 billion yen.

NEC Electronics shares fell 0.8%
to 1,066 yen.

Hitachi, NEC plan to release fi-
nancial results next week. Both com-
panies’ earnings are based on U.S. ac-
counting standards.

Airlines cheer EU’s waiver of slot rule

Weak signal
Deutsche Telekom’s net profit/loss,
in billions

Sources: the company; Bloomberg News (Photo)
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Hitachi and NEC will
release fiscal-year
financial results
next week.

By Daisuke Wakabayashi

And Kenneth Maxwell

TOKYO—Nintendo Co., after sev-
eral years of sharp earnings growth,
says it expects sales and profit to
level off this fiscal year as consumer
demand for its Wii game machine
and DS handheld starts to plateau.

Nintendo first showed some signs
of a slowdown last year in Japan, con-
sidered an early indicator for global
consumer trends. The Japanese ca-
sual gamers who fueled the Wii’s
growth aren’t stocking up on extra
games, at least not at the rate of more
devoted videogame players. In the fis-
cal year that ended March 31, Wii
hardware sales fell 47% in Japan, and
total Nintendo sales there fell 30%.

So far, the problem has remained
contained to its home market. For
the year, Nintendo reported profit
rose 8.5% to 279.2 billion yen ($2.84
billion); sales rose 9.9% to 1.84 tril-
lion yen.

In the U.S. and Europe, Nintendo
has bucked the spending slump that
has saddled other Japanese export-
ers with heavy losses. Nintendo’s
sales to North and South America
rose 20% in the past fiscal year, and
European sales increased 17%.

Over a three-year period, Ninten-
do’s profits have nearly tripled, and

the Wii has sold 50 million units since
its 2006 release. The Wii has nearly
outsold Microsoft Corp.’s Xbox 360
and Sony Corp.’s PlayStation 3 com-
bined, with causal videogame play-
ers flocking to play simple games like
bowling and tennis with the Wii’s mo-
tion-sensing controllers.

Nintendo sold 25.95 million Wii
machines in the past fiscal year,
short of the 26.5 million it forecast
in January. (Back in October, it had
projected sales of 27.5 million ma-
chines.) For the current fiscal year,
Nintendo expects sales to remain
flat at 26 million units.

Hiroshi Kamide, an analyst at
KBC Securities, says he doesn’t see
any Wii price cut built into Ninten-
do’s projections for the current
year. The company has so far re-
sisted cutting the Wii’s $249 price,
while Microsoft trimmed prices last
September and Sony is expected to
do so in the near future.

For the current fiscal year, Nin-
tendo sees revenue declining 2.1% to
1.80 trillion yen. The Kyoto-based
company forecasts profit to rise
7.5% to 300 billion yen in the current
fiscal year from the previous year.

The company targets an 8% rise
in Wii software sales to 220 million
units for this fiscal year. For the DS
handheld, Nintendo expects a 4%
dip to 30 million units.

CORPORATE NEWS

By Kaveri Niththyananthan

The Association of European Air-
lines welcomed the European
Union’s decision to waive the “use it
or lose it” flight-slot rule for the
summer season.

A slot is a period of time allo-
cated to, or reserved by, an airline
for taking off or landing. The cur-
rent rule states if an airline doesn’t
use its allocated slot at least 80% of
the time, then it will lose it.

Members of the European Parlia-
ment met and overwhelmingly sup-

ported relaxing the rules. Airlines
will now gain further flexibility and
will be able to retain slots for the fol-
lowing year, even if they use them
less than 80% of the time. A total of
508 votes were cast in favor of relax-
ing the rules, while 20 voted against
and seven abstained.

The AEA, which represents 34
major airlines, said the economic
downturn has created a temporary
excess in capacity compared with de-
mand. “Having to permanently give
up a slot is an extreme option which
the airlines will avoid if they can,

but flying nearly empty to protect
slots is neither economically nor en-
vironmentally responsible,” said
AEA Secretary General Ulrich
Schulte-Strathaus.

More than 80% of European air-
ports have seentraffic fall since the be-
ginning of the year, and the summer
season is expected to continue this
trend, the European Parliament said.

The EU took similar action in the
aftermath of the Sept. 11, 2001, at-
tacks and in 2003 after the breakout
of severe acute respiratory syn-
drome, or SARS.

By Daniel Michaels

BRUSSELS—The U.S. will face in-
creased pressure to relax restric-
tions on foreign ownership of its air-
lines after a recently signed aviation
treaty between Canada and the Euro-
pean Union, a top U.S. airline execu-
tive said Thursday.

In a speech here, Glenn Tilton, the
chairman and chief executive of
United Airlines parent UAL Corp.
urged U.S. lawmakers to reject pro-
posed legislation currently before
Congress that could limit cooperation
between U.S. and foreign carriers.

Canada and the EU Wednesday
signed an “open skies” agreement
under which airlines from either
side can fly to any point on the
other, and will eventually be al-
lowed to buy large stakes in each
other. The Canadian pact goes fur-
ther than a similar deal between the
U.S. and EU signed in 2007 because
the new treaty gives Canadians and
Europeans much greater access to
each other’s markets.

“This is hardly the time for fur-
ther protectionism,” Mr. Tilton said.

He was referring to legislation—pro-
posed by House Transportation and
Infrastructure Committee Chairman
James Oberstar of Minnesota—that
would place greater limits on foreign
investors in U.S. carriers and restrict
commercial links between U.S. air-
lines and foreign partners. The pro-
posed bill could even force carriers
to unwind alliances that they have
struck over the past 16 years.

The U.S. currently limits foreign
ownership of its carriers to 25%, and
Mr. Oberstar’s proposal would also
limit foreign investors influence on
management of an airline, in areas
such as marketing. The EU limits for-
eign ownership to 49%, but is willing
to lift that limit if other countries do
likewise,as Canada is doing. European
officials are pressing the U.S. strike a
bilateraldeal like theone withCanada.

Reacting to Mr. Tilton’s descrip-
tion of Mr. Oberstar’s proposal as
protectionism, a spokesman for Mr.
Oberstar, Jim Berard, said: “It’s up
to airlines that want to change the
existing law [restricting owner-
ship] to state their case to Congress.
So far they haven’t.”

Mr. Oberstar has questioned the
benefit to consumers of allowing U.S.
carriers to ally closely—such as sell-
ing tickets on each other flights and
uniting frequent-flier programs—
with foreign airlines or investors. Sev-
eral labor unions linked to the U.S. avi-
ation industry and some consumer
groups support Mr. Oberstar’s efforts.

Airlines say their alliances—
Star, oneworld and SkyTeam—not
only provide financial benefits, but
also give fliers advantages. Airlines
are generally forbidden from merg-
ing across borders, and alliances
give them some of the efficiencies
that might otherwise come from in-
ternational acquisitions.

The Canada-EU treaty comes as
ACE Aviation Holdings Inc.’s Air
Canada is struggling financially.
The airline plunged to a net loss of
1.03 billion Canadian dollars
(US$883 million) last year and is fac-
ing a severe liquidity crisis that
some analysts believe could push it
back into bankruptcy-court proceed-
ings for the second time since 2003.
 —Susan Carey in Chicago

contributed to this article.
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MP-TURKEY.SI OT OT SVN 05/06 EUR 24.72 26.6 –32.4 –26.3

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 05/06 USD 10.56 21.1 –24.8 –10.8
Parex Caspian Sea Eq EU EQ LVA 05/06 EUR 2.83 34.8 –67.8 –47.0
Parex Eastern Europ Bd EU BD LVA 05/06 USD 10.56 21.1 –24.8 –10.8
Parex Russian Eq EE EQ LVA 05/06 USD 13.39 54.6 –56.3 –27.3

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 05/07 USD 130.52 17.7 –40.3 –16.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 05/07 USD 124.90 17.3 –40.9 –17.4
PF (LUX)-Biotech-Pca OT EQ LUX 05/06 USD 247.56 –13.2 –25.2 –10.7
PF (LUX)-CHF Liq-Pca CH MM LUX 05/06 CHF 124.03 0.0 1.0 1.5
PF (LUX)-CHF Liq-Pdi CH MM LUX 05/06 CHF 93.62 0.1 1.0 1.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 05/06 USD 91.38 12.4 –25.2 –12.5
PF (LUX)-East Eu-Pca EU EQ LUX 05/06 EUR 202.94 52.0 –51.2 –32.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 05/07 USD 117.20 25.8 –46.1 –18.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 05/07 USD 378.07 24.3 –46.1 –19.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 05/06 EUR 81.88 7.1 –33.9 –24.8
PF (LUX)-EUR Bds-Pca EU BD LUX 05/06 EUR 374.06 0.2 3.6 1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 05/06 EUR 284.66 0.2 3.6 1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 05/06 EUR 129.71 3.9 –1.4 –1.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 05/06 EUR 91.19 3.9 –1.4 –1.1
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 05/06 EUR 64.07 22.6 –21.3 –14.9
PF (LUX)-EUR Liq-Pca EU MM LUX 05/06 EUR 135.46 0.6 3.0 3.2
PF (LUX)-EUR Liq-Pdi EU MM LUX 05/06 EUR 97.63 0.6 3.0 3.2
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 05/06 EUR 102.26 0.4 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 05/06 EUR 100.90 0.4 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 05/06 EUR 332.42 8.7 –37.9 –28.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 05/06 EUR 107.60 6.4 –34.5 –27.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 05/06 USD 210.62 11.2 3.4 3.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 05/06 USD 143.28 11.2 3.4 3.2
PF (LUX)-Gr China-Pca AS EQ LUX 05/07 USD 266.51 25.3 –33.0 –7.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 05/07 USD 226.15 18.0 –43.9 –18.1
PF (LUX)-Jap Index-Pca JP EQ LUX 05/07 JPY 8593.95 5.5 –36.3 –27.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 05/07 JPY 7469.71 2.3 –41.1 –32.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 05/07 JPY 7275.26 2.1 –41.4 –32.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 05/07 JPY 4075.93 3.8 –37.7 –29.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 05/07 USD 191.29 20.8 –37.3 –17.2
PF (LUX)-Piclife-Pca CH BA LUX 05/06 CHF 719.38 4.3 –11.2 –9.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 05/06 EUR 50.22 13.8 –25.8 –23.2
PF (LUX)-Rus Eq-Pca OT OT LUX 05/06 USD 36.94 61.7 –61.0 NS
PF (LUX)-Security-Pca GL EQ LUX 05/06 USD 79.53 11.3 –20.3 –15.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 05/06 EUR 369.94 13.4 –34.8 –27.9
PF (LUX)-US Eq-Ica US EQ LUX 05/06 USD 86.07 5.4 –30.9 –17.7
PF (LUX)-USA Index-Pca US EQ LUX 05/06 USD 74.21 2.4 –34.0 –20.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 05/06 USD 511.43 –3.6 6.9 6.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 05/06 USD 375.28 –3.6 6.9 6.7
PF (LUX)-USD Liq-Pca US MM LUX 05/06 USD 130.65 0.4 1.7 2.8
PF (LUX)-USD Liq-Pdi US MM LUX 05/06 USD 85.31 0.4 1.7 2.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 05/06 USD 101.49 0.2 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 05/06 USD 100.78 0.2 NS NS
PF (LUX)-Water-Pca GL EQ LUX 05/06 EUR 107.36 4.2 –23.5 –17.9
PF (LUX)-WldGovBds-Pca GL BD LUX 05/06 USD 154.69 –6.2 –0.2 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 05/06 USD 128.04 –6.2 –0.2 6.1
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 05/06 USD 40.47 –2.5 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 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 05/06 EUR 573.33 1.8 –35.1 NS

Core Eurozone Eq B EU EQ IRL 05/06 EUR 670.03 1.9 –35.1 NS

Euro Fixed Income A EU BD IRL 05/06 EUR 1124.62 –0.7 –8.8 –6.0

Euro Fixed Income B EU BD IRL 05/06 EUR 1195.92 –0.4 –8.3 –5.4

Euro Small Cap A EU EQ IRL 05/06 EUR 972.69 14.7 –38.4 –33.3

Euro Small Cap B EU EQ IRL 05/06 EUR 1037.86 15.0 –38.0 –32.9

Eurozone Agg Eq A EU EQ IRL 05/06 EUR 527.00 6.0 –37.1 –28.9

Eurozone Agg Eq B EU EQ IRL 05/06 EUR 754.40 6.3 –36.7 –28.5

Glbl Bd (EuroHdg) A GL BD IRL 05/06 EUR 1223.56 2.2 –4.8 –2.6

Glbl Bd (EuroHdg) B GL BD IRL 05/06 EUR 1293.65 2.4 –4.2 –1.9

Glbl Bd A EU BD IRL 05/06 EUR 1021.33 4.2 4.4 –1.0

Glbl Bd B EU BD IRL 05/06 EUR 1083.00 4.4 5.1 –0.4

Glbl Real Estate A OT EQ IRL 05/06 USD 646.14 –3.1 –51.2 –34.1

Glbl Real Estate B OT EQ IRL 05/06 USD 663.52 –2.9 –50.9 –33.7

Glbl Real Estate EH-A OT EQ IRL 05/06 EUR 609.21 –2.9 –48.9 –34.6

Glbl Real Estate SH-B OT EQ IRL 05/06 GBP 57.03 –3.8 –49.2 –34.1

Glbl Strategic Yield A EU BD IRL 05/06 EUR 1274.89 12.8 –15.3 –8.5

Glbl Strategic Yield B EU BD IRL 05/06 EUR 1358.84 13.0 –14.8 –7.9

Japan Equity A JP EQ IRL 05/06 JPY 10899.00 5.5 –35.9 –28.7

Japan Equity B JP EQ IRL 05/06 JPY 11571.00 5.7 –35.5 –28.3

PacBasn (Ex-Jap) Eq A AS EQ IRL 05/06 USD 1554.51 20.9 –38.1 –17.9

PacBasn (Ex-Jap) Eq B AS EQ IRL 05/06 USD 1652.47 21.1 –37.8 –17.4

Pan European Eq A EU EQ IRL 05/06 EUR 768.22 6.9 –36.7 –27.9

Pan European Eq B EU EQ IRL 05/06 EUR 815.72 7.1 –36.4 –27.5

US Equity A US EQ IRL 05/06 USD 716.87 7.1 –35.8 –20.4

US Equity B US EQ IRL 05/06 USD 764.57 7.4 –35.4 –19.9

US Small Cap A US EQ IRL 05/06 USD 1058.28 5.2 –34.1 –22.7

US Small Cap B US EQ IRL 05/06 USD 1129.35 5.5 –33.7 –22.2

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 05/07 SEK 64.65 7.4 –39.0 –28.4

Choice Japan Fd JP EQ LUX 05/07 JPY 46.62 3.7 –36.0 –30.4

Choice Jpn Chance/Risk JP EQ LUX 05/07 JPY 46.98 4.9 –43.4 –31.4

Choice NthAmChance/Risk US EQ LUX 05/07 USD 3.24 15.8 –37.6 –20.5

Europe 2 Fd EU EQ LUX 05/07 EUR 0.77 10.8 –40.0 –30.5

Europe 3 Fd EU EQ LUX 05/07 EUR 3.30 8.3 –41.3 –31.3

Global Chance/Risk Fd GL EQ LUX 05/07 EUR 0.51 9.3 –30.1 –23.7

Global Fd GL EQ LUX 05/07 USD 1.73 4.0 –39.2 –24.0

Intl Mixed Fd -C- NO BA LUX 05/07 USD 22.91 –0.3 –30.6 –16.5

Intl Mixed Fd -D- NO BA LUX 05/07 USD 16.16 –0.3 –30.6 –15.4

Wireless Fd OT EQ LUX 05/07 EUR 0.12 24.9 –26.8 –19.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 05/07 USD 5.62 24.1 –32.4 –14.9

Currency Alpha EUR -IC- OT OT LUX 05/07 EUR 10.64 –2.5 1.9 2.7

Currency Alpha EUR -RC- OT OT LUX 05/07 EUR 10.57 –2.7 1.4 2.5

Currency Alpha SEK -ID- OT OT LUX 05/07 SEK 102.79 –2.7 1.6 NS

Currency Alpha SEK -RC- OT OT LUX 05/07 SEK 110.52 –2.7 1.4 2.5

Generation Fd 80 OT OT LUX 05/07 SEK 6.96 9.1 –20.6 NS

Nordic Focus EUR NO EQ LUX 05/07 EUR 63.34 27.0 –32.3 NS

Nordic Focus NOK NO EQ LUX 05/07 NOK 68.40 27.0 –32.3 NS

Nordic Focus SEK NO EQ LUX 05/07 SEK 70.55 27.0 –32.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 05/07 USD 1.49 7.2 –34.7 –22.3

Ethical Global Fd GL EQ LUX 05/07 USD 0.64 4.2 –38.7 –24.7

Ethical Sweden Fd NO EQ LUX 05/07 SEK 35.92 24.9 –18.1 –15.7

Europe Fd EU EQ LUX 05/07 USD 1.73 6.3 –32.4 –25.5

Index Linked Bd Fd SEK OT BD LUX 05/07 SEK 12.88 –1.5 1.5 3.2

Medical Fd OT EQ LUX 05/07 USD 2.60 –9.5 –24.7 –18.2

Short Medium Bd Fd SEK NO MM LUX 05/07 SEK 9.23 0.8 2.6 2.9

Technology Fd OT EQ LUX 05/07 USD 1.88 20.9 –29.8 –14.1

World Fd NO BA LUX 05/07 USD 1.82 9.7 –32.9 –15.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 05/07 EUR 1.27 0.1 0.8 1.7

Short Bond Fd SEK NO MM LUX 05/07 SEK 21.83 1.3 2.7 3.0

Short Bond Fd USD US MM LUX 05/07 USD 2.49 –0.3 0.8 2.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 05/07 SEK 9.89 –1.7 –4.1 –1.0

Alpha Bond Fd SEK -B- NO BD LUX 05/07 SEK 8.88 –1.7 –4.1 –1.0

Alpha Bond Fd SEK -C- NO BD LUX 05/07 SEK 24.77 –1.7 –4.2 –1.2

Alpha Bond Fd SEK -D- NO BD LUX 05/07 SEK 8.25 –1.7 –4.2 –1.2

Alpha Short Bd SEK -A- NO MM LUX 05/07 SEK 11.00 1.8 3.3 3.4

Alpha Short Bd SEK -B- NO MM LUX 05/07 SEK 10.32 1.8 3.3 3.4

Alpha Short Bd SEK -C- NO MM LUX 05/07 SEK 21.52 1.8 3.2 3.3

Alpha Short Bd SEK -D- NO MM LUX 05/07 SEK 8.95 1.8 3.2 3.3

Bond Fd SEK -C- NO BD LUX 05/07 SEK 41.47 –0.2 8.2 5.4

Bond Fd SEK -D- NO BD LUX 05/07 SEK 12.44 –0.2 7.0 4.8

Corp. Bond Fd EUR -C- EU BD LUX 05/07 EUR 1.11 1.4 –7.2 –3.6

Corp. Bond Fd EUR -D- EU BD LUX 05/07 EUR 0.87 1.4 –7.6 –3.8

Corp. Bond Fd SEK -C- NO BD LUX 05/07 SEK 10.76 0.1 –11.9 –6.0

Corp. Bond Fd SEK -D- NO BD LUX 05/07 SEK 8.45 0.1 –11.7 –5.9

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 05/07 EUR 105.74 1.8 6.8 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 05/07 EUR 105.26 1.6 6.4 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 05/07 SEK 1100.87 1.6 6.4 NS

Flexible Bond Fd -C- NO BD LUX 05/07 SEK 21.17 1.5 5.9 4.4

Flexible Bond Fd -D- NO BD LUX 05/07 SEK 11.98 1.5 5.9 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 05/07 SEK 78.04 –2.5 –22.7 –15.1

Global Hedge I SEK -D- OT OT LUX 05/07 SEK 71.32 –2.5 –24.9 –16.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 05/07 USD 1.95 26.7 –38.5 –12.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 05/07 SEK 23.21 38.3 –20.1 –14.8

Europe Chance/Risk Fd EU EQ LUX 05/07 EUR 851.40 11.7 –43.4 –32.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 04/30 USD 885.59 –5.8 –54.4 –13.3

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 05/05 EUR 27.61 –2.6 –6.1 –0.9

Bonds Eur Corp A OT OT LUX 05/05 EUR 21.47 3.5 –1.9 –1.7

Bonds Eur Hi Yld A OT OT LUX 05/05 EUR 15.32 15.2 –24.6 –17.4

Bonds EURO A OT OT LUX 05/06 EUR 39.94 1.1 6.8 4.4

Bonds Europe A OT OT LUX 05/06 EUR 38.26 1.0 6.6 3.6

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 05/05 USD 33.21 5.3 4.0 5.1

Bonds World A OT OT LUX 05/06 USD 38.21 –4.1 –3.1 5.3

Eq. China A OT OT LUX 05/06 USD 17.80 19.1 –35.7 –9.8
Eq. ConcentratedEuropeA OT OT LUX 05/06 EUR 22.24 8.0 –37.0 –28.8
Eq. Eastern Europe A OT OT LUX 05/06 EUR 17.17 29.9 –53.9 –34.1
Eq. Equities Global Energy OT OT LUX 05/06 USD 15.23 6.8 –44.9 –15.4
Eq. Euroland A OT OT LUX 05/06 EUR 9.12 –0.5 –37.5 –29.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 05/06 EUR 15.23 10.9 –31.9 –20.8
Eq. EurolandFinancialA OT OT LUX 05/06 EUR 9.44 12.1 –43.5 –34.4
Eq. Glbl Emg Cty A OT OT LUX 05/06 USD 7.29 21.9 –44.8 –17.2
Eq. Global A OT OT LUX 05/06 USD 21.48 2.1 –40.1 –25.7
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 05/06 USD 22.98 9.9 –20.4 –6.9
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 05/06 USD 7.37 15.5 –40.4 –17.0
Eq. US ConcenCore A OT OT LUX 05/06 USD 18.93 16.6 –25.2 –14.2
Eq. US Lg Cap Gr A OT OT LUX 05/06 USD 12.57 16.6 –37.9 –19.9
Eq. US Mid Cap A OT OT LUX 05/06 USD 23.69 18.2 –37.6 –15.7
Eq. US Multi Strg A OT OT LUX 05/06 USD 17.49 9.5 –38.8 –23.6
Eq. US Rel Val A OT OT LUX 05/06 USD 16.67 7.3 –40.6 –28.3
Eq. US Sm Cap Val A OT OT LUX 05/06 USD 13.16 1.7 –43.2 –31.7
Eq. US Value Opp A OT OT LUX 05/06 USD 13.58 4.8 –43.9 –31.5
Money Market EURO A OT OT LUX 05/06 EUR 27.30 0.6 3.5 3.8
Money Market USD A OT OT LUX 05/06 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 05/07 JPY 8633.00 0.3 –39.2 –34.4
YMR-N Japan Fund OT OT IRL 05/07 JPY 9915.00 5.0 –36.2 –29.9
YMR-N Low Price Fund OT OT IRL 05/07 JPY 13096.00 0.9 –34.6 –30.9
YMR-N Small Cap Fund OT OT IRL 05/07 JPY 5918.00 –7.8 –41.6 –38.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 05/07 JPY 4173.00 –0.7 –46.7 –34.8
Yuki 77 General JP EQ IRL 05/07 JPY 6300.00 6.7 –39.0 –29.8
Yuki 77 Growth JP EQ IRL 05/07 JPY 5879.00 –0.6 –41.8 –35.9
Yuki 77 Income AS EQ IRL 05/07 JPY 4757.00 –7.0 –39.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 05/07 JPY 6513.00 4.4 –37.4 –31.5
Yuki Chugoku Jpn Gro JP EQ IRL 05/07 JPY 4912.00 –3.9 –42.0 –33.6
Yuki Chugoku JpnLowP JP EQ IRL 05/07 JPY 7948.00 –3.0 –31.6 –27.8
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 05/07 JPY 6817.00 0.7 –41.3 –32.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 05/07 JPY 4503.00 –1.0 –44.2 –32.6
Yuki Hokuyo Jpn Inc JP EQ IRL 05/07 JPY 5040.00 –4.5 –37.9 –29.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 05/07 JPY 4347.00 –7.6 –41.1 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 05/07 JPY 4274.00 0.6 –47.1 –35.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 05/07 JPY 4519.00 0.6 –47.2 –37.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 05/07 JPY 6349.00 4.1 –43.5 –33.4
Yuki Mizuho Jpn Gen OT OT IRL 05/07 JPY 8431.00 5.1 –36.6 –31.4
Yuki Mizuho Jpn Gro OT OT IRL 05/07 JPY 6229.00 –0.4 –37.9 –34.5
Yuki Mizuho Jpn Inc OT OT IRL 05/07 JPY 7549.00 –5.1 –38.4 –31.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 05/07 JPY 5053.00 1.4 –38.6 –31.0
Yuki Mizuho Jpn LowP OT OT IRL 05/07 JPY 11313.00 –0.2 –29.7 –27.4
Yuki Mizuho Jpn PGth OT OT IRL 05/07 JPY 7712.00 0.9 –42.1 –34.9
Yuki Mizuho Jpn SmCp OT OT IRL 05/07 JPY 5752.00 –6.2 –43.9 –38.1
Yuki Mizuho Jpn Val Sel OT OT IRL 05/07 JPY 5402.00 4.0 –36.0 –29.3
Yuki Mizuho Jpn YoungCo OT OT IRL 05/07 JPY 2314.00 –3.1 –49.0 –47.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 05/07 JPY 4763.00 5.8 –44.5 –34.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 05/07 JPY 3938.00 –9.8 –48.5 –38.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 05/07 JPY 5336.00 4.6 –37.9 –31.2

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 03/31 USD 1358.87 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 03/31 USD 1753.22 0.7 –9.6 –2.6

CMA MultHdge Balncd OT OT CYM 03/31 USD 1252.26 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 03/31 USD 1712.79 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 03/31 USD 1002.36 –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 05/06 EUR 83.16 –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 05/05 USD 64.13 –16.8 24.4 22.5
Superfund GCT USD* OT OT LUX 05/05 USD 2963.00 –13.1 12.4 12.2
Superfund Gold A (SPC) OT OT CYM 05/05 USD 1015.03 –9.7 4.5 18.8
Superfund Gold B (SPC) OT OT CYM 05/05 USD 1098.72 –13.6 6.9 21.1
Superfund Q-AG* OT OT AUT 05/05 EUR 7702.00 –8.0 11.2 11.8

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 05/01 EUR 134.25 14.0 –10.1 3.4
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 05/01 USD 292.05 13.9 –8.5 5.7

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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.

24 FRIDAY - SUNDAY, MAY 8 - 10, 2009 T H E WA L L ST R E ET JO U R NA L .



Retailers report April sales jump
Wal-Mart’s gain
propels U.S. stores
to monthly increase

CORPORATE NEWS

By Kerry E. Grace

Wal-Mart Stores Inc. smashed
analysts’ expectations with a 5%
jump in April same-store sales and
the rest of the industry followed the
trend, posting results higher than
analysts’ views.

Retailers overall posted a 1.2%
rise in same-store-sales for April,
beating expectations for a small de-
cline. The gains in many cases, how-
ever, remain incremental and ana-
lysts say a full recovery is still a
ways off.

The April sales figures “are en-

couraging, but I wouldn’t call them a
victory,” said Chris Donnelly, a part-
ner in the retail practice of consult-
ing firm Accenture Ltd.

Brian Sozzi, an analyst with Wall
Street Strategies Inc., said he wasn’t
surprised by the industry’s monthly
and quarterly results. “Retailers ag-
gressively managed down invento-
ries coming out of the dismal holiday
quarter and are finally benefiting
from serious store-closing campaigns
orchestrated in 2008,” he noted.

March sales were hurt by Eas-
ter moving back to April this year,
and April sales likely benefited
from the shift. Most analysts say
they prefer to look at the two
months together for this year and
2008 to get a better idea of Easter-
season shopping trends.

All news wasn’t positive from
Wal-Mart, as it expects sales of

about $93 billion for the fiscal first
quarter ended April 30, below ana-
lysts’ estimates of $96.82 billion, ac-
cording to Thomson Reuters. Still,
in afternoon trading, shares were up
1.4% at $50.22 on the New York
Stock Exchange.

Wal-Mart, the world’s largest re-
tailer, posted a 5% increase in U.S.
same-store sales last month, exclud-
ing gasoline sales, with the namesake
chain posting a 5.9% jump and ware-
house chain Sam’s Club rising 0.3%.
Analysts expected a 2.9% increase
overall. April’s results were driven by
the grocery, health and wellness, en-
tertainment and home segments,
and seasonal merchandise.

Vice Chairman Eduardo Castro-
Wright said the company gained
new customers, boosted its market
share and found that when custom-
ers had more money to spend, “they

spent it more often at Wal-Mart.”
Rival discounter Costco Whole-

sale Corp. didn’t fare as well, post-
ing flat same-store-sales exclud-
ing gasoline and currency fluctua-
tions. But BJ’s Wholesale Club
Inc. said same-store sales rose
5.5%, excluding gas, widely beat-
ing analysts’ estimates.

Other companies that beat views
included department-store Stage
Stores Inc. and retailers Gap Inc.
and Ross Stores Inc. TJX Cos. also
beat expectations, posting a 3% in-
crease when analysts were looking
for same-store sales to fall.

Department-store operator Ma-
cy’s Inc. and Saks Inc. missed ana-
lysts’ estimates with drops of 9.1%
and 32%, respectively, in sales at
stores open at least a year.
 —Karen Talley

contributed to this article.

Heartburn concerns
The four proton-pump inhibitor 
drugs affected by Wednesday’s 
recommendation: 

n Prescription

Nexium (AstraZeneca)

Prevacid (Takeda)

Protonix (Wyeth) 

n Over the counter
Prilosec OTC (Procter & Gamble)

By Alicia Mundy

And Jared A. Favole

A cardiologist group warned doc-
tors to limit the use of popular heart-
burn pills in certain patients, citing a
new study that says these pills raise
the risk of heart attacks by interfering
with the anticlotting medicine Plavix.

The warning affects a multibillion-
dollar-a-year class of heartburn
drugs known as proton-pump inhibi-
tors, which include the widely adver-
tised “purple pill,” Nexium.

The study by pharmacy-benefits
company Medco Health Solutions
Inc. and the Indiana University
School of Medicine showed the four
most commonly used proton-pump
inhibitors boosted the risk of heart at-
tacks and strokes by 50% among car-
diac patients taking Plavix. The other
main proton-pump inhibitors are
Takeda Pharmaeceutical Co.’s Pre-
vacid; Wyeth’s Protonix; and Prilosec
OTC, an over-the-counter pill sold by
Procter & Gamble Co. Plavix is co-
marketed in the U.S. by Bristol-Myers
Squibb Co. and Sanofi-Aventis SA.

Thewarning by theSociety for Car-
diovascular Angiography and Inter-
ventions in Washington targets only
patients simultaneously taking one of
the heartburn drugs and Plavix, not
those taking a heartburn drug alone.
Plavix is commonly prescribed for pa-
tients receiving a heart stent, which
props open arteries, or for those who
have had a heart attack or stroke.
Stomach bleeding and acid reflux are
frequent side effects of Plavix. Doc-
tors say about half the patients on Pla-
vixtake a proton-pumpinhibitor to ad-
dress those side effects.

The new study is the latest to raise
concern among cardiologists and pa-
tients that the combination could be
undermining Plavix’s effectiveness.

AstraZeneca PLC, the maker of
Nexium, said it is too soon to rule out
use of Nexium in people taking Pla-
vix. “There is a lot of conflicting data
on this,” said spokesman Blair Hains.
He suggested people wait until the
U.S. Food and Drug Administration
issues more information. Mr. Hains
said the Medco study, presented
Wednesday at a meeting of the car-
diovascular society, had limitations.

The makers of the other proton-
pump-inhibitor drugs didn’t re-
spond to requests for comment.

Paul Gurbel, a cardiologist at Si-
nai Hospital in Baltimore, said it
may be the severe heartburn itself—
not the drugs taken to treat it—that
causes the additional risk. “Until we
have a prospective study set up to
answer this, we’ll never have a defin-
itive answer,” said Dr. Gurbel.

The medical society said it recom-
mends alternative medications like
antacids as well as Zantac and Taga-
met. The Medco study could help a po-
tential Plavix competitor called pra-
sugrel, from Eli Lilly & Co. and Daiichi
Sankyo Co. That drug, which is await-
ing FDA approval, doesn’t appear to be
affected by proton-pump inhibitors.

Heartburn pills
used with Plavix
found to pose risk

Claim your free book today

Mr/Mrs/Ms Full Name ___________________________________________________
(Circle One)

Job Title* _____________________________________________________________

Company* ____________________________________________________________

Delivery Address________________________________________________________

______________________________________________________________________

City __________________________________________________________________

Postcode/Zip___________________________________________________________

Country_______________________________________________________________

Email _________________________________________________________________

TO SUBSCRIBE:
Complete this coupon and post to: Subscriber Relations,
The Wall Street Journal Europe, Stapleton House,
29-33 Scrutton Street, London EC2A 4HU, UK
Fax to: +44 (0) 20 7426 3329
Visit: www.services.wsje.com/freebook
Phone: +44 (0) 20 7309 7799
Please quote your tracking code when asked: HSHSEDM000S

We may provide your information to third parties, including companies outside of the EU, in order to
fulfill your subscription request, process data and provide you with promotional information from WSJE,
its affiliates and other carefully selected companies.

I do not wish to receive promotional materials from other carefully selected companies.
I do not wish to receive promotional materials from WSJE or its affiliates.

Hand delivery subject to confirmation by local distributor. Offer only open to new subscribers.
Please allow up to 2 weeks for delivery to commence.
©2009 Dow Jones & Company Inc. All rights reserved.

*Optional. All other information is required. Failure to provide obligatory information will result
in subscription delays.

PAYMENT METHOD:
I am paying by credit card.

Visa Amex Eurocard MasterCard

Card No.

Expiry Date__________

Signature ___________________________________ Date ________________

Please invoice me/my company. (I will pass up the free book).

Please send me The Wall Street Journal Europe for the next 12 months
for £320/ 480/ CHF 940*. Claim your free book when you
pay by credit card.

Please send me The Wall Street Journal Europe for the next 6 months
for £168/ 252/ CHF 493.50*. I will pass up the free book.
*For other currencies, please call +44 (0) 207 309 7799.

If you don’t keep reading
you’ll never know how it ends

As you know from studying this issue, The Wall Street Journal Europe has a firm
grasp of the global financial crisis and how it is affecting business in your part of
the world.

But the story is still unfolding. And to keep on top of the twists and turns, the plots
and counterplots, you need to keep reading....turning to The Journal Europe every
business day to stay abreast of the latest developments.

Save up to 36% on an annual subscription

With our new fiscal stimulus package, you can now take out a subscription to The
Wall Street Journal Europe at a saving of up to 36% off the regular annual cost. At
the same time, you will also receive a free copy of Ram Charan’s Leadership in the
Era of Economic Uncertainty.

Written by one of the world’s leading experts in business strategy, the book delivers
straight talk on how to thrive during the global economic downturn. Which means
you’ll want to read it straight to the end. To request your subscription and free
book, simply complete the coupon below or visit www.services.wsje.com/freebook

6 FRIDAY - SUNDAY, MAY 8 - 10, 2009 T H E WA L L ST R E ET JO U R NA L .

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 05/06 GBP 6.71 0.7 –26.2 –15.8

Andfs. Borsa Global GL EQ AND 05/06 EUR 5.52 –4.8 –36.8 –24.8

Andfs. Emergents GL EQ AND 05/06 USD 12.62 26.2 –40.0 –14.8

Andfs. Espanya EU EQ AND 05/06 EUR 10.56 –2.4 –34.7 –21.2

Andfs. Estats Units US EQ AND 05/06 USD 12.33 1.1 –35.1 –21.2

Andfs. Europa EU EQ AND 05/06 EUR 6.45 –0.6 –34.3 –24.9

Andfs. Franca EU EQ AND 05/06 EUR 8.10 –2.1 –35.2 –26.9

Andfs. Japo JP EQ AND 05/06 JPY 437.52 –0.2 –37.6 –29.1

Andfs. Plus Dollars US BA AND 05/06 USD 8.32 –1.3 –20.7 –12.0

Andfs. RF Dolars US BD AND 05/06 USD 10.19 –0.3 –10.9 –5.0

Andfs. RF Euros EU BD AND 05/06 EUR 9.12 1.8 –15.7 –10.2

Andorfons EU BD AND 05/06 EUR 11.97 0.3 –19.0 –13.4

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

Andorfons Mix 30 EU BA AND 05/06 EUR 7.93 –2.1 –27.9 –18.4

Andorfons Mix 60 EU BA AND 05/06 EUR 7.74 –4.8 –35.8 –23.9

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 05/07 EUR 9.76 –3.1 –4.5 –2.3
DJE-Absolut P GL EQ LUX 05/07 EUR 177.98 1.6 –23.8 –15.1
DJE-Alpha Glbl P EU BA LUX 05/07 EUR 158.64 3.1 –17.7 –10.9
DJE-Div& Substanz P GL EQ LUX 05/07 EUR 184.09 5.3 –20.6 –12.9
DJE-Gold&Resourc P OT EQ LUX 05/07 EUR 143.23 9.6 –21.6 –9.3
DJE-Renten Glbl P EU BD LUX 05/07 EUR 123.10 2.9 1.3 0.8
LuxPro-Dragon I AS EQ LUX 05/07 EUR 123.86 33.4 –18.1 –2.0
LuxPro-Dragon P AS EQ LUX 05/07 EUR 120.93 33.3 –18.5 –3.0
LuxTopic-Aktien Europa EU EQ LUX 05/07 EUR 15.06 5.1 –14.4 –8.2
LuxTopic-Pacific AS EQ LUX 05/07 EUR 11.20 23.8 –40.1 –22.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 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 05/06 USD 283.17 15.3 –9.8 –3.8
Sel Emerg Mkt Equity GL EQ GGY 05/06 USD 157.10 19.9 –41.2 –16.4
Sel Euro Equity EUR US EQ GGY 05/06 EUR 80.04 5.9 –40.4 –29.7
Sel European Equity EU EQ GGY 05/06 USD 141.18 2.7 –48.0 –30.0
Sel Glob Equity GL EQ GGY 05/06 USD 150.73 4.9 –41.7 –27.0
Sel Glob Fxd Inc GL BD GGY 05/06 USD 125.22 –2.9 –16.7 –6.0
Sel Pacific Equity AS EQ GGY 05/06 USD 103.82 14.8 –39.3 –18.9
Sel US Equity US EQ GGY 05/06 USD 104.29 3.5 –36.2 –22.5
Sel US Sm Cap Eq US EQ GGY 05/06 USD 141.16 8.0 –35.2 –26.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
EPB Flexible 25/75 OT OT LUX 05/05 EUR 294.14 0.8 –14.7 –9.8
EPB Flexible 50/50 OT OT LUX 05/05 EUR 219.20 1.4 –21.5 –14.8
KBC Eq (L) Europe EU EQ LUX 05/06 EUR 416.69 7.2 –39.0 –28.9
KBC Eq (L) Japan JP EQ LUX 05/06 JPY 15761.00 –5.8 –40.5 –31.7
KBC Eq (L) NthAmer EUR US EQ LUX 05/06 EUR 467.79 2.4 –36.9 NS
KBC Eq (L) NthAmer USD US EQ LUX 05/06 USD 683.93 3.1 –34.9 –20.4
KBL Key America EUR US EQ LUX 05/05 EUR 328.92 3.1 –40.6 –24.1
KBL Key America USD US EQ LUX 05/05 USD 346.30 4.0 –39.4 –22.8
KBL Key East Europe EU EQ LUX 05/05 EUR 1418.35 34.0 –51.7 –31.7
KBL Key Eur Sm Cie EU EQ LUX 05/05 EUR 697.10 10.9 –43.0 –33.6

KBL Key Europe EU EQ LUX 05/05 EUR 532.49 2.6 –32.3 –25.7

KBL Key Far East AS EQ LUX 05/05 USD 1057.46 17.2 –38.2 –19.4

KBL Key Major Em Mkts GL EQ LUX 05/05 USD 438.56 28.0 –49.6 –20.3

KBL Key NaturalRes EUR OT EQ LUX 05/05 EUR 402.59 18.2 –31.8 –15.4

KBL Key NaturalRes USD OT EQ LUX 05/05 USD 408.85 13.4 –41.2 –16.2

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 04/30 USD 39.93 17.0 –41.2 –20.1

LG Asian Plus AS EQ CYM 04/30 USD 40.40 6.0 –42.7 –18.9

LG Asian SmallerCo's AS EQ BMU 05/06 USD 68.57 24.3 –45.9 –34.0

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 05/06 EUR 20.42 –22.2 –61.9 –52.8
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Receiver: Pang’s fund was ‘piggy bank’
Allegations financier
used investors’ cash
for personal expenses

By Amir Efrati

The trustee of Bernard Madoff’s
defunct investment firm sued finan-
cier and former GMAC Chairman J.
Ezra Merkin, asking for the return of
about $558 million.

Mr. Merkin, who ran several in-
vestment firms that channeled bil-

lions of dollars in
client money to Mr.
Madoff ’s firm,
“knew or should
have known” that

Mr. Madoff was engaged in fraud, ac-
cording to the complaint filed Thurs-
day by the trustee, Irving Picard.

The suit against Mr. Merkin is
the second filed by Mr. Picard within
a week that alleges that feeder
funds were possibly complicit in the
Madoff fraud, even if they didn’t
know the specifics.

The moves come as federal prose-
cutors from the U.S. attorney’s of-
fice in Manhattan probe whether
any feeder funds, including those

run by Mr. Merkin, committed
crimes in connection with the Mad-
off fraud, according to a person fa-
miliar with the matter.

Andrew Levander, a lawyer for
Mr. Merkin, said Mr. Picard’s lawsuit
“has no legal basis” and he
will contest the claims. Mr.
Levander said the suit
doesn’t “offer any support
for the contention that Mr.
Merkin should have de-
tected Madoff’s fraud.” He
declined to comment on
the federal investigation.

Charged with recover-
ing assets for investors
burned in the Ponzi
scheme, Mr. Picard as
trustee can sue investors
for any money they with-
drew from Mr. Madoff’s firm “in bad
faith,” including if they knew or
should have known Mr. Madoff was
engaged in fraud.

Mr. Picard is relying on records
he collected from the Madoff firm go-

ing back to 1995 and, for now, will
only be able to seek funds with-
drawn during that period.

Mr. Picard is expected to sue
more feeder funds, said lawyers fa-
miliar with the case. But even if he

wins in court, Mr. Picard
may have trouble collecting
much of what he is seeking.
That is because most of it
has already been distrib-
uted to the funds’ clients.

If those clients them-
selves had no knowledge of
the Madoff fraud, Mr. Pi-
card won’t be able to touch
funds they withdrew from
their accounts, those law-
yers said.

In his first “bad faith”
lawsuit, filed last week, Mr.

Picard targeted the assets of an-
other individual who ran a feeder
fund, Stanley Chais. The suit seeks
the return of $1 billion that Mr.
Chais and his family withdrew from
Mr. Madoff’s firm since 1995.

Mr. Chais allegedly “knew or
should have known” of the fraud be-
cause his family’s personal invest-
ment accounts with Mr. Madoff aver-
aged annual returns of 40%, in some
cases reaping 300% in one year, ac-
cording to Mr. Picard’s complaint.
By contrast, most Madoff investors
have said they earned about 10% to
15% annually.

Eugene Licker, an attorney for
Mr. Chais, declined to comment
about the merits of the suit. Earlier
this week, Mr. Chais emailed a letter
to his clients, saying that Mr. Picard’s
accusations were filled with “inaccu-
racies, half-truths and innuendos.”

The facts surrounding Mr. Mer-
kin’s investments are different than
those of Mr. Chais. The returns for
Mr. Merkin’s funds averaged 11% to
16% annually. And, unlike Mr. Chais,
Mr. Merkin didn’t have personal ac-
counts with Mr. Madoff’s firm. In-
stead, Mr. Merkin collected a man-
agement fee based on the size of the
assets under his care.
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Madoff trustee sues Merkin, seeking funds

J. Ezra Merkin

By Mark Maremont

A court-appointed receiver
blasted California financier Danny
Pang for running his investment
fund like a “personal piggy bank,” al-
leging that Mr. Pang misused inves-
tor funds for personal or company
expenses including the purchase of
several jets, and improperly trans-
ferred many millions of dollars to
himself or firms he controls, accord-
ing to a federal court filing.

The receiver also claimed that
abuse, mismanagement and the eco-
nomic downturn had left a hole of
between $400 million and $600 mil-
lion in the books of Mr. Pang’s firm,
Private Equity Management Group
Inc., or PEMGroup. The outstand-
ing principal amount of invest-
ments entrusted to the firm totals
$823 million, the receiver found,
but he estimated the remaining as-
sets’ current value at between $213
million and $426 million.

The report by the receiver, Rob-
ert Mosier, is preliminary but is the
first official look inside Mr. Pang’s
Irvine, Calif.-based firm. The re-
ceiver was appointed in late April

by a federal judge after the Securi-
ties and Exchange Commission
filed a civil suit accusing Mr. Pang
of running a huge international
fraud. Mr. Pang, 42 years old, has de-
nied wrongdoing and is contesting
the seizure of his firm as unjust.

PEMGroup raised more than
$800 million from investors in Asia,
primarily in Taiwan, including
16,000 retail customers who had
bought the investment firm’s notes
through major Taiwanese banks.

Amid the controversy, at least two
banks in Taiwan have said they will
repurchase PEMGroup notes from
their customers. PEMGroup princi-
pally invested in the U.S., including
in real estate and in buying the
rights to life-insurance policies
from elderly people, but also had in-
vestments in China and Costa Rica.

A spokesman for Mr. Pang had
no immediate comment on the re-
ceiver’s report.

Mr. Pang has come under scru-
tiny by federal officials since an
April 15 page-one article in The
Wall Street Journal that said some
of his claimed educational and work
credentials couldn’t be verified.
The article also aired an allegation
by a fired ex-president of PEM-
Group that part of the fund involved
a Ponzi scheme, which Mr. Pang has
denied.

In the filing in U.S. District Court
in Los Angeles, the receiver alleged
that Mr. Pang’s firm, after running
into trouble with investments in
late 2006, began using new investor
funds to cover interest payments
due to earlier investors, “giving rise
to claims of a Ponzi scheme.” The re-
ceiver stopped short of concluding
that PEMGroup actually engaged in
a Ponzi scheme, however.

The receiver alleged a persistent
“pattern of abuse” by Mr. Pang, ac-
cusing the ex-PEMGroup CEO of
“raking off proceeds off the top for

personal and questionable business
uses…without disclosure to inves-
tors.” He added that his preliminary
analysis concluded that Mr. Pang
may have “misused, mishandled,
mismanaged and even stolen inves-
tor monies.”

Among the allegations in the re-
ceiver’s report is that Mr. Pang au-
thorized taking $13 million of in-
vestor funds for insurance-related
expenses in late 2007 and 2008,
but never actually spent the
money. Instead, just under $10 mil-
lion was allegedly funneled into
companies owned and controlled
by Mr. Pang, which the receiver
says “may rise to the level of
theft,” while the rest went to fund
PEMGroup expenses.

The receiver also said Mr. Pang
borrowed $6.9 million, interest-
free, from investor funds “without
disclosure or documentation,” but
noted that the PEMGroup chief may
have pledged personal assets to
back up these loans.

Separately, Mr. Pang was ar-
rested late last month on criminal
charges of structuring dozens of
large cash withdrawals into
amounts just under $10,000 apiece
to avoid triggering federal reports
designed to combat money launder-
ing. He was released on bail in that
matter and confined to his Newport
Beach, Calif., home; the criminal in-
quiry is continuing.

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

Danny Pang leaves federal court in
California on April 29.
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THE MADOFF
FRAUD

By Doug Cameron

NEW YORK—Nasdaq OMX
Group Inc. is examining further
pricing initiatives amid a continu-
ing decline in its share of U.S.
stock trading and a 22% fall in first-
quarter net profit.

Bob Greifeld, chief executive of
the trans-Atlantic exchange opera-
tor, said Thursday that he was “dis-
appointed” with performance of
the firm’s U.S. equity business, but
he pointed to potential earnings
drivers in other areas, such as
clearing and derivatives.

He also noted some signs of life
for initial public offerings, with 98
applicants “on file.”

“We are one or two ‘good-news
cycles’ away from having the IPO
market come back in a reasonable
format,” Mr. Greifeld said.

Nasdaq OMX reported net
profit of $94 million, or 44 cents a
share, in the quarter ended March
31, down from $121 million, or 69
cents a share, a year earlier. Ex-
cluding merger-related impacts
and assuming the merger of Nas-
daq and Nordic exchange operator
OMX had been completed a year
earlier, earnings would have risen
to 48 cents a share from 44 cents.
The acquisition of OMX closed
Feb. 27, 2008.

Negative foreign-exchange ef-
fects wiped three cents from earn-
ings in the quarter.

Mr. Greifeld said in a post-earn-
ings conference call that a raft of
pricing changes had “stopped the
bleeding” in U.S. equity trading.
Nasdaq OMX’s market share for
U.S. equity trading was 25% in the
first quarter, down from 29.2% in
the fourth quarter of 2008.

The company is reviewing
whether to continue tweaking
prices or instituting a more whole-
sale change in the trading tariff
structure involving the bundling
of services provided to clients.
“We’re intensifying our thinking
about it,” he said.

Record volume on Nasdaq
OMX’s U.S. options platforms—
with market share rising to 21% in
April—and belated signs of mo-
mentum in a new European trad-
ing platform were encouraging, he
said.

Late morning, Nasdaq OMX
shares were down $1.56, or 7.2%,
to 20.05 on the Nasdaq.

Nasdaq’s share
of U.S. trading
declines, hits net
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Hermès sales benefit
amid system of exclusivity
Long ‘waiting lists’
help hedge against
consumer downturns

By Max Colchester

PARIS—Kasia Al Thani owns 18
versions of the $7,000 Birkin hand-
bag made by French luxury-goods
company Hermès and is on waiting
lists for two more bags, including
one in white crocodile skin.

“When I see other women carry-
ing a Birkin in a color that I want, I
get bag envy,” says the 32-year-old
chief executive of luxury retail Web
site savoir-faire.com. “The more
you can’t have something, the more
you want it.”

For years, Hermès International
SA has kept an elite band of high-
spending clients coming back for
more by making them wait for what
they crave most. Waiting lists,
which can stretch for years for cer-
tain handbags, are part of the compa-
ny’s broader approach of keeping de-
mand and prices high. Hermès also
keeps tight control over its retail
outlets and rewards loyal clients
with private parties, tickets to horse
races and yoga sessions.

Today, the strategy is helping Her-
mès prove resilient as the luxury-
goods industry navigates its worst
downturn in years. The company
Thursday said sales rose 3.2% in the
first quarter, driven by sales of its
handbags, wallets and other small
leather goods. It’s now cashing in as
it fills orders that were made up to
several years ago for its most popular
handbags, helping it compensate for
a drop in sales in its other divisions,
including jewelry and watches, as
consumers generally spend less.

“No one is immune to the crisis
but Hermès looks like it will weather
it better than most,” said Erwan
Rambourg, a luxury analyst at
HSBC. “Their clients are very faith-
ful.” Hermès doesn’t report quar-
terly profit figures.

How Hermès fares amid the eco-
nomic crisis could become an impor-
tant point of reference for the rest of
the industry. The French fashion
house, which was founded in 1837 as
a saddle maker, has eschewed many
of the strategies followed by others
in the industry.

While bigger designer brands
such as Louis Vuitton, Gucci and Ar-
mani have pursued fast growth, ex-
panding rapidly in emerging mar-
kets and reaching out to a younger,
hipper clientele with trendy prod-
ucts and advertising, Hermès has
taken a sleepier approach to the
business—even in times of eco-
nomic prosperity.

“We are not fashionable, and we
avoid being fashionable,” says Her-
mès Chief Executive Patrick
Thomas.

The company is wary of products
that could hurt its upscale image. In
2005, for example, Hermès pulled
its so-called Fourre-Tout canvas bag
off the shelves even though it was ac-
counting for 10% of overall accesso-
ries sales. “We didn’t want to make
the brand too accessible. Suddenly
Hermès bags were being associated
with canvas, which is not what we
wanted,” says Mr. Thomas.

The strategy has crimped
growth in good times. Between
2005 and 2006, for example, sales
at PPR SA’s Gucci Group and LVMH
Moët Hennessy Louis Vuitton SA’s
fashion and leather division—of
which Louis Vuitton is the biggest
brand—grew over 10%. Hermès’
revenue growth was slower, at be-
tween 6% and 7%.

“Hermès has not grown as fast as
some of its competitors during the
good years, but tends to do better
during the tough times,” says Anto-
ine Belge, an analyst at HSBC.

Group sales at LVMH in the quar-
ter grew 0.4%, while sales at Gucci
Group were up 5%. Sales in China
have offset some losses in the high
end of the luxury-goods market, but
consultancy firm Bain & Co. esti-
mates that luxury-market revenues
will contract as much as 20% in the
first two quarters of the year as a re-
sult of falling demand.

The largest division by revenue at
Hermès is its leather goods division,
whichmakespurses,walletsandhand-
bags. This unit accounted for 43% of
Hermès’ sales in 2008. The company
reliesinparticularontwohandbags—
the so-called Kelly and Birkin bags.
The bags are hand-stitched and made
from start to end by one artisan. De-
pendingonthecolorsandleathersor-
dered they can be priced from $7,000
to more than $100,000 and can take
years to be delivered.

Waiting-list customers pay for
goods when they receive them, not
when they order them. Since waiting
listscanreachuptothreeyears,theor-
ders can serve as a sort of hedge
againstbadtimes,analystssay.“These
orders account for around half of all
[Hermès’] leather goods sales,” esti-
matesRenéWeber,aluxurygoodsana-
lyst at BankVontobel AG.

Hermès says that it makes no par-
ticular effort to create waiting lists.
If a customer orders a handbag
made from a rare leather or in an ex-
otic color it takes time to find the ap-
propriate skins, the company says.

The company declined to give de-
tails on whether orders have been
canceled more recently, or on the
rate of new orders. Customers
aren’t asked for a deposit when they
make an order, so could walk away
at any time.

Hermès has fared well in previous
downturns. During the SARS respira-
tory disease outbreak in 2003, Her-
mès’ revenue fell less than its major
competitors as high-spending tour-
ists stopped traveling. Sales at Her-
mes decreased by 1% compared to
5.8% for French luxury giant LVMH.

Giorgio Armani SpA

Italian fashion company Gior-
gio Armani SpA said its sales in-
creased to Œ1.62 billion ($2.16 bil-
lion) in 2008, up 1.5% from the year
before. It didn’t disclose its profit
for the year. The maker of Giorgio
Armani jeans, cosmetics and haute
couture said that sales growth had
been particularly strong in Greater
China, where revenue increased
30%. By contrast, revenue in Japan
declined 4%. The Milan company
said sales of cosmetics, jewelry
and watches remained flat. How-
ever, revenues from its clothing
brands, which include Emporio Ar-
mani and Armani Jeans, rose 8%.
The brand’s eyewear division re-
corded a 10% drop in sales.

Boeing Co.

Boeing Co. on Thursday re-
ported a sharp drop in orders for
its commercial jetliners in April,
as the troubled global economy
continued to hurt demand from air-
lines and cargo services. The Chi-
cago aerospace company received
orders for 17 jetliners last month,
down from 58 planes ordered dur-
ing the same month last year, ac-
cording to figures posted on the
company’s Web site. Boeing said it
delivered 39 planes in April, down
slightly from 40 delivered during
the same month in 2008. Boeing,
the world’s No. 2 commercial
plane maker after France-based
Airbus, has grappled with weaker
demand in recent months as the
world financial crisis has forced
airlines to cancel or postpone
plans to buy new planes. Limited
access to credit has made it more
difficult for potential customers
to finance new aircraft purchases.

DuPont Co.

DuPont Co. expects to cut an-
other 2,000 jobs as part of a re-
structuring plan it unveiled in
April, when the chemical giant
warned 2009 was shaping up
worse than expected. The com-
pany said Thursday it will con-
tinue to aggressively cut costs and
capital spending, while continuing
to invest in high-growth, high-mar-
gin areas such as its seed business
and solar energy products. It plans
to take restructuring-related
write-downs and charges of $340
million to $390 million in the sec-
ond quarter. DuPont expects to
save $70 million this year, and
$225 million a year by the end of
next year from the moves. The ef-
fort is DuPont’s second restructur-
ing plan since last year, when a
steep drop in fourth-quarter de-
mand pummeled the chemical in-
dustry, leading to plant closings,
massive layoffs and some compa-
nies filing for bankruptcy.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Thomson Reuters Corp.

Thomson Reuters Corp. re-
ported flat results for its financial-
markets division, while overall
profit and revenue rose following
Thomson’s purchase of Reuters last
year. The markets division, the com-
pany’s biggest business, has been a
concern. In April, Thomson Reuters
acknowledged that revenue from
desktops, one of its top-earning busi-
nesses, may fall this year, as wide-
spread job cuts at financial firms
curb demand. The segment’s reve-
nue edged up 0.4% in the first quar-
ter, while operating profit remained
flat. Thomson’s overall earnings
rose to $228 million from $194 mil-
lion. But per-share earnings fell to 27
cents from 30 cents as shares out-
standing jumped 30% on the merger.
Revenue jumped 70% to $3.12 billion.

Victoria Beckham in Milan in January
with an Hermès Birkin bag.

—Compiled from staff
and wire service reports.

News Corp.

The publisher of The Wall Street
Journal and Japanese financial ser-
vices firm SBI Holdings Inc. said
Thursday they would set up a joint
venture to create a Japanese edition
of the newspaper’s Web site. The
venture, Wall Street Journal Japan
K.K., plans to launch the site later
this year. It will primarily feature
Japanese translations of news arti-
cles and other content, including
video and other multimedia, from
all print and online editions of The
Wall Street Journal and those of
other Dow Jones & Co. publications,
which are owned by News Corp.
Wall Street Journal Japan K.K. also
plans to develop mobile products
and services in conjunction with the
new site. This will be The Wall
Street Journal’s second non-English
site in Asia. The Journal’s Chinese-
language Web site, Chinese.WSJ.
com, launched in 2002.

Sotheby’s

Sotheby’s posted a wider first-
quarter loss amid a sharp decline in
auction sales. The global slowdown
has reined in bidding, keeping top
art off the block and forcing auction
houses to rely on individuals selling
items for personal reasons. Sothe-
by’s, however, has been limiting min-
imum-price guarantees and last
month said it would expand last
year’s restructuring plan and lay off
additional employees. Sotheby’s
posted a loss of $34.5 million, or 53
cents a share, compared with year-
earlier loss of $12.4 million, or 19
cents a share. Revenue fell 58% to
$54.4 million as auction sales tum-
bled 71%. Sotheby’s auctioned $61.3
million of art at a disappointing sale
in New York Tuesday as two high-
profile works by Pablo Picasso and
Alberto Giacometti went unsold.

Warner Music Group Corp.

Warner Music Group Corp.’s fis-
cal second-quarter loss widened
sharply on write-downs of its in-
vestments in two digital music
start-ups, while consumers con-
tinue to eschew nondigital record-
ings. Overall U.S. music sales fell
for the seventh time in eight years
in 2008 as increases in digitally
downloaded albums and songs
weren’t enough to offset a nearly
20% plunge in compact-disc sales.
Warner, one of the world’s four
largest music labels, said its quar-
terly loss widened to $68 million,
or 45 cents a share, for the period
ended March 31, from $37 million,
or 25 cents a share, a year earlier.
The company booked $33 million
in write-downs related to online
music store lala.com and imeem, a
social-music service. Revenue fell
17% to $668 million, or 9.7% on a
constant-currency basis.
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Diageo PLC

Diageo PLC said its fiscal third-
quarter comparable sales fell as
markets weakened in the second
half of 2009 but the company stuck
to its full-year forecast. The world’s
biggest alcoholic-drinks producer
by volume said core sales—which
strip out the effect of acquisitions
and disposals—fell 7% in the quar-
ter ended March 31 from a year ear-
lier. The drop was largely due to
planned stock reductions at Dia-
geo’s U.S. spirits and wine distribu-
tors. Chief Executive Paul Walsh
said there has been a “significant de-
cline in the Russian market from
the beginning of January.” The
maker of Guinness stout and
Smirnoff vodka maintained its fis-
cal 2009 forecast for core operating-
profit growth of 4% to 6%. Total net
sales rose 11% in the third quarter
from a year earlier, mainly thanks
to exchange-rate movements.

Luxottica Group SpA

High-end eyewear group
reports profit fell 22%

Luxury eyewear maker Luxottica
Group SpA on Thursday reported a
better-than-expected 22% drop in
first-quarter net profit, helped by
cost-cutting efforts, but declined to
give a forecast for the full year. Milan-
based Luxottica said its net income
fell to Œ80.4 million ($107.2 million) in
the three months ended March 31
from Œ103.7 million a year earlier. The
world’s largest eyewear maker by
sales said revenue fell to Œ1.31 billion
from Œ1.4 billion. April sales results
were better than in the year-earlier
period, Luxottica said. “In March and
April our results have stabilized in
North America, while improving in
nearly all other markets,” said Chief
Executive Andrea Guerra. Luxottica
shares have shed 25% of their value
over the past 12 months amid worries
over how slowing consumer spend-
ing is hurting the retail and luxury-
goods sectors.

Daimler AG

Daimler AG said sales at its Mer-
cedes-Benz Cars division fell 24%
in April to 90,900 vehicles from a
year earlier as demand for luxury
vehicles remained weak. Despite
the decline, a Daimler spokes-
woman said the company cut its in-
ventories faster than planned last
month and now has the lowest in-
ventory level since 2002. The divi-
sion’s core Mercedes-Benz brand
posted a 23% sales drop to 80,700
cars in April. Usually Daimler’s
cash-cow, with its Mercedes-Benz
and Maybach brands, the division
reported a first-quarter loss of
Œ1.12 billion ($1.49 billion) at the
earnings-before-interest-and-tax
level, compared with a year-earlier
profit of Œ1.15 billion.

TNK-BP Ltd.

A former employee of U.K. oil ma-
jor BP PLC’s Russian joint venture
was convicted of attempting to steal
commercial secrets from gas giant
OAO Gazprom, Russian authorities
said. Ilya Zaslavsky, an adviser on
regulatory affairs at the joint ven-
ture, TNK-BP Ltd., and his brother Al-
exander, an independent energy con-
sultant who headed the British Coun-
cil’s Alumni Club, were charged last
March with industrial espionage by
Russia’s Federal Security Service.
The brothers, who hold dual Rus-
sian-U.S. citizenship, were given
one-year suspended sentences by a
Moscow court, an FSB spokesman
said. The FSB said the brothers tried
to bribe an employee of state-owned
Gazprom for company information.

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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Am Blend Portfolio A US EQ LUX 05/06 USD 8.47 3.2 –37.4 –24.2
Am Blend Portfolio I US EQ LUX 05/06 USD 9.92 3.3 –37.0 –23.6
Am Growth A US EQ LUX 05/06 USD 24.71 7.9 –26.9 –13.7
Am Growth B US EQ LUX 05/06 USD 20.91 7.5 –27.6 –14.6
Am Growth I US EQ LUX 05/06 USD 27.24 8.2 –26.3 –13.0
Am Income A US BD LUX 05/06 USD 7.57 7.9 –4.9 –1.1
Am Income A2 US BD LUX 05/06 USD 16.44 8.0 –5.0 –1.1

Am Income B US BD LUX 05/06 USD 7.57 7.6 –5.7 –1.8
Am Income B2 US BD LUX 05/06 USD 14.24 7.8 –5.6 –1.8
Am Income I US BD LUX 05/06 USD 7.57 8.1 –4.3 –0.5
Am Value A US EQ LUX 05/06 USD 7.21 0.0 –32.7 –22.6
Am Value B US EQ LUX 05/06 USD 6.68 –0.4 –33.4 –23.4
Am Value I US EQ LUX 05/06 USD 7.72 0.3 –32.2 –22.0
Asian Technology A OT EQ LUX 05/06 USD 10.96 25.3 –33.5 –18.7
Asian Technology B OT EQ LUX 05/06 USD 9.65 24.8 –34.2 –19.6
Asian Technology I OT EQ LUX 05/06 USD 12.16 25.6 –33.0 –18.1
Emg Mkts Debt A GL BD LUX 05/06 USD 13.15 16.1 –7.7 –2.1
Emg Mkts Debt A2 GL BD LUX 05/06 USD 16.19 16.3 –7.7 –2.1
Emg Mkts Debt B GL BD LUX 05/06 USD 13.15 15.7 –8.7 –3.1
Emg Mkts Debt B2 GL BD LUX 05/06 USD 15.69 15.9 –8.6 –3.1
Emg Mkts Debt I GL BD LUX 05/06 USD 13.15 16.3 –7.2 –1.6
Emg Mkts Growth A GL EQ LUX 05/06 USD 24.31 21.3 –46.9 –20.0
Emg Mkts Growth B GL EQ LUX 05/06 USD 20.74 20.9 –47.4 –20.8
Emg Mkts Growth I GL EQ LUX 05/06 USD 26.81 21.6 –46.5 –19.4
Eur Blend A EU EQ LUX 05/05 EUR 9.43 3.3 –40.7 –30.1
Eur Growth A EU EQ LUX 05/06 EUR 6.02 8.1 –35.8 –26.3
Eur Growth B EU EQ LUX 05/06 EUR 5.45 7.7 –36.4 –27.0
Eur Growth I EU EQ LUX 05/06 EUR 6.53 8.3 –35.3 –25.7
Eur Income A EU BD LUX 05/06 EUR 5.28 6.7 –17.3 –10.1
Eur Income A2 EU BD LUX 05/06 EUR 9.84 6.8 –17.2 –10.2
Eur Income B EU BD LUX 05/06 EUR 5.28 6.4 –17.9 –10.8
Eur Income B2 EU BD LUX 05/06 EUR 9.20 6.6 –17.8 –10.8
Eur Income I EU BD LUX 05/06 EUR 5.28 6.9 –16.8 –9.6
Eur Strat Value A EU EQ LUX 05/06 EUR 7.16 2.9 –44.0 –32.1
Eur Strat Value I EU EQ LUX 05/06 EUR 7.29 3.1 –43.5 –31.6

Eur Value A EU EQ LUX 05/06 EUR 7.70 5.8 –39.3 –29.6
Eur Value B EU EQ LUX 05/06 EUR 7.12 5.2 –40.0 –30.3
Eur Value I EU EQ LUX 05/06 EUR 8.84 5.9 –38.8 –29.0
Gl Balanced (Euro) A EU BA LUX 05/06 USD 13.16 4.2 –29.8 NS
Gl Balanced (Euro) B EU BA LUX 05/06 USD 12.89 3.8 –30.6 NS
Gl Balanced (Euro) C EU BA LUX 05/06 USD 13.08 4.1 –30.1 NS
Gl Balanced (Euro) I EU BA LUX 05/06 USD 13.33 4.4 –29.4 NS
Gl Balanced A US BA LUX 05/06 USD 13.77 3.6 –32.1 –18.2
Gl Balanced B US BA LUX 05/06 USD 13.18 3.3 –32.8 –19.0
Gl Balanced I US BA LUX 05/06 USD 14.21 3.8 –31.6 –17.6
Gl Bond A US BD LUX 05/06 USD 8.58 1.8 –2.0 0.7
Gl Bond A2 US BD LUX 05/06 USD 14.49 2.0 –2.0 0.7
Gl Bond B US BD LUX 05/06 USD 8.58 1.5 –3.0 –0.3
Gl Bond B2 US BD LUX 05/06 USD 12.77 1.6 –3.0 –0.3
Gl Bond I US BD LUX 05/06 USD 8.58 2.0 –1.4 1.3
Gl Conservative A US BA LUX 05/06 USD 13.44 2.7 –17.8 –9.2
Gl Conservative A2 US BA LUX 05/06 USD 14.98 2.7 –17.6 –9.1
Gl Conservative B US BA LUX 05/06 USD 13.42 2.4 –18.5 –10.0
Gl Conservative B2 US BA LUX 05/06 USD 14.33 2.4 –18.5 –10.0
Gl Conservative I US BA LUX 05/06 USD 13.48 3.0 –16.9 –8.4
Gl Eq Blend A GL EQ LUX 05/06 USD 9.28 3.8 –48.5 –30.1
Gl Eq Blend B GL EQ LUX 05/06 USD 8.77 3.5 –49.0 –30.8
Gl Eq Blend I GL EQ LUX 05/06 USD 9.74 4.2 –48.0 –29.5
Gl Growth A GL EQ LUX 05/06 USD 33.34 3.4 –48.7 –29.1
Gl Growth B GL EQ LUX 05/06 USD 28.01 3.0 –49.2 –29.9
Gl Growth I GL EQ LUX 05/06 USD 36.83 3.7 –48.3 –28.6
Gl High Yield A US BD LUX 05/06 USD 3.39 18.6 –19.5 –10.0
Gl High Yield A2 US BD LUX 05/06 USD 6.84 18.8 –19.6 –10.1

Gl High Yield B US BD LUX 05/06 USD 3.39 18.0 –20.6 –11.0
Gl High Yield B2 US BD LUX 05/06 USD 11.07 18.4 –20.4 –11.0
Gl High Yield I US BD LUX 05/06 USD 3.39 18.9 –18.9 –9.4
Gl Value A GL EQ LUX 05/06 USD 8.85 4.2 –48.3 –31.2
Gl Value B GL EQ LUX 05/06 USD 8.18 3.8 –48.9 –31.9
Gl Value I GL EQ LUX 05/06 USD 9.36 4.5 –48.0 –30.6
India Growth A EA EQ LUX 05/04 USD 68.33 18.3 –41.4 –12.6
India Growth B EA EQ LUX 05/04 USD 58.80 17.9 –41.9 –13.4
India Growth I EA EQ LUX 05/04 USD 70.59 18.4 –41.2 –12.3
Int'l Health Care A OT EQ LUX 05/06 USD 106.77 –9.1 –26.5 –20.7
Int'l Health Care B OT EQ LUX 05/06 USD 90.65 –9.4 –27.2 –21.5
Int'l Health Care I OT EQ LUX 05/06 USD 116.04 –8.8 –25.9 –20.0
Int'l Technology A OT EQ LUX 05/06 USD 83.52 14.2 –35.8 –18.0
Int'l Technology B OT EQ LUX 05/06 USD 72.84 13.8 –36.4 –18.8
Int'l Technology I OT EQ LUX 05/06 USD 93.15 14.5 –35.2 –17.3
Japan Blend A JP EQ LUX 05/06 JPY 5647.00 5.2 –40.0 –29.8
Japan Growth A JP EQ LUX 05/06 JPY 5556.00 –0.1 –40.3 –30.4
Japan Growth I JP EQ LUX 05/06 JPY 5686.00 0.1 –39.8 –29.9
Japan Strat Value A JP EQ LUX 05/06 JPY 5685.00 10.2 –40.3 –29.5
Japan Strat Value I JP EQ LUX 05/06 JPY 5805.00 10.5 –39.9 –28.9
Real Estate Sec. A OT EQ LUX 05/06 USD 10.60 –0.7 –47.8 –33.5
Real Estate Sec. B OT EQ LUX 05/06 USD 9.75 –1.0 –48.4 –34.2
Real Estate Sec. I OT EQ LUX 05/06 USD 11.33 –0.4 –47.4 –33.0
Short Mat Dollar A US BD LUX 05/06 USD 6.64 –0.4 –14.0 –11.6
Short Mat Dollar A2 US BD LUX 05/06 USD 8.73 –0.3 –14.0 –11.6
Short Mat Dollar B US BD LUX 05/06 USD 6.64 –0.6 –14.4 –12.0
Short Mat Dollar B2 US BD LUX 05/06 USD 8.72 –0.5 –14.3 –12.0
Short Mat Dollar I US BD LUX 05/06 USD 6.64 –0.2 –13.5 –11.1
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Japan jumps 4.6% in return
as winning streak continues

Euro Global Bond
Funds that invest in fixed-income securities and take material currency exposures as part of
their investment strategies. These are optimised in Euros. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending May 07, 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

5 Kathrein Max Raiffeisen EURiAustria –4.31 17.81 21.82 8.50
Return A Inc Kapitalanlage-G.m.b.H.

NS CAAM Crédit Agricole EURiLuxembrg 9.63 17.30 12.46 NS
Interinvest Intl Debts C Acc Asset Management

4 SGAM Valor Société Générale EURiFrance –4.13 11.49 10.90 5.04
Monde Taux C Acc

5 TR Euro Gbl Thames River EURiIreland –4.06 4.83 12.37 NS
Bond Inc Capital Holdings Limited

3 Foncaixa Invercaixa Gestión EURiSpain –4.48 3.30 7.23 3.70
Priv. R. Internacional FI Acc

5 CAAM Oblig Crédit EURiFrance 7.12 2.69 6.25 9.70
Internationales I EUR A/I Agricole-LCL

4 Apollo 2 Security EURiAustria 0.94 2.68 7.54 5.48
Global Bond A Inc Kapitalanlage AG

NS ESPA Bond Erste Sparinvest EURiAustria –12.07 2.51 NS NS
Global-Alpha A Inc KAG

3 Allianz Allianz Global EURiGermany –3.03 1.78 7.30 5.10
PIMCO Internat Renten A EUR Inc Investors KAG mbH

3 Raiffeisen Raiffeisen EURiAustria –0.72 1.77 5.41 5.01
303-Non-Euro Bonds VWG A Inc Kapitalanlage-G.m.b.H.

By Simon Hall

And Wan Xu

BEIJING—Kuwait plans to open
a network of filling stations in
China, under a $7 billion joint-ven-
ture refinery-and-petrochemicals
project to be discussed during a
visit to Beijing by the emir of Kuwait
next week.

“We are going to build the big-
gest joint venture in the oil-and-gas
field—a refinery and a petrochemi-
cals complex in the south of China
which will use Kuwaiti crude oil as
feedstock and which will cost
around $7 billion,” Kuwait’s ambas-
sador to China, Faisal Rashid Al-
Ghais, said Thursday.

“It will also comprise a chain of
fuel-distribution stations,” the en-
voy said.

Only a tiny percentage of China’s
tens of thousands of filling stations
now carry foreign brand names.

BP PLC, Exxon Mobil Corp., Shell
and Total SA all have gained foot-
holds in fuel retailing through joint
ventures with China Petroleum &
Chemical Corp., or Sinopec, and

with PetroChina Co., a publicly
traded unit of state oil giant China
National Petroleum Corp.

Kuwait has a long-established
filling-station brand, Q8, owned by
Kuwait Petroleum International.

It has a network of more than
4,000 Q8-branded service stations
across seven European countries: It-
aly, Germany, Sweden, Denmark,
Holland, Belgium and Luxembourg,
according to the company’s Web
site.

Kuwait’s emir, Sheikh Sabah Al-
Ahmad Al-Jaber Al-Sabah, and a
team of officials will sign several
agreements and memorandums of
understanding during the May 10-13
visit, the envoy said.

Kuwait officials couldn’t con-
firm, though, whether final agree-
ment on the project will be reached
during the visit.

“Cooperation between China
and Kuwait has progressed quantita-
tively and qualitatively. Relations in
the economic field have expanded
most, whether in the form of trade,
energy or investments, and I foresee
further rapid expansion in this field-
particularly in the future,” Mr. Al-
Ghais said.

“The energy sector represents
the cornerstone of cooperation be-
tween the two countries,” Mr. Al-
Ghais said.

Kuwait is China’s eighth-largest

oil supplier. The Gulf nation also ex-
ports liquefied petroleum gas and
naphtha, a raw material for petro-
chemical products, to China, he
noted.

On April 28, Kuwait’s oil minister
met Chinese government and state
oil company officials to try to ad-
vance long-running talks for a
300,000-barrel-a-day refinery in
Guangdong province being built by
Kuwait Petroleum Corp. and Si-
nopec.

Despite an initial agreement
back in 2005, the refinery project
hasn’t yet received an official go-
ahead from Beijing. One obstacle
has been the completion and ap-
proval of an environmental impact
assessment.

Kuwait supplied China an aver-
age 128,000 barrels a day of crude in
the first quarter, slightly up from
2008.

One of China’s other state oil
companies, Sinochem Group, is in
talks with Saudi Arabia and Kuwait
over long-term supplies of crude oil
for a refinery in Quanzhou city.

Kuwait and China have other oil-
related ventures underway—Si-
nopec Group announced early in
April that its International Petro-
leum Services unit had signed a
$350 million contract with Kuwait
Oil Co. to build five rigs over the
next five years.

By Michael R. Crittenden

Bank of America Corp. Chief Ex-
ecutive Kenneth Lewis and top fed-
eral officials will be asked to testify
under oath by a U.S. House panel
next month, as congressional inves-
tigators probe claims the bank was
pressured by the government into
completing its deal with Merrill
Lynch & Co., a person familiar with
the investigation said.

The decision to hold a hearing be-
fore the House Committee on Over-
sight and Government Reform
comes after investigators spent the
last week reviewing documents at
the Federal Reserve. The person fa-
miliar with the investigation said
Wednesday the review of docu-
ments, notes from phone conversa-
tions involving Federal Reserve offi-
cials and other information suggest
“there’s fire there.”

At issue is February testimony
by Mr. Lewis to New York Attorney

General Andrew Cuomo suggesting
he felt pressured by former Trea-
sury Secretary Henry Paulson and
Federal Reserve Chairman Ben Ber-
nanke to complete the deal after at-
tempting to pull out when he
learned of Merrill’s balloon-
ing losses. Mr. Lewis also
suggested he was urged not
to publicly disclose any is-
sues with Merrill’s fi-
nances.

Representatives for the
Federal Reserve, the Trea-
sury Department and Bank
of America didn’t immedi-
ately respond to requests for
comment.

The probe could touch a
number of prominent gov-
ernment officials. In addition to
Messrs. Paulson and Bernanke, top
lieutenants for each could face scru-
tiny as part of the investigation, ac-
cording to the person familiar with
the investigation.

Current Treasury Secretary Tim-

othy Geithner hasn’t been men-
tioned as being privy to the conver-
sations in question. Investigators
plan on reviewing department docu-
ments in the near future, the per-
son familiar with the investigation

said.
Lawmakers have yet to

determine which U.S. offi-
cials will end up testifying
under oath before the
House Oversight panel
chaired by Rep. Edolphus
Towns (D, N.Y.). Top Trea-
sury and Fed officials
could be called to appear
under oath, the person fa-
miliar with the investiga-
tion said.

Mr. Bernanke on Tues-
day denied to a joint congressional
committee that he had asked Mr.
Lewis to hide any disclosures or
withhold information. In an April
30 letter to Rep. Towns, he said the
Fed had acted with the “highest in-
tegrity” in its discussions with
Bank of America.
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By V. Phani Kumar

And Rosalind Mathieson

Asian markets stretched their
winning streak Thursday, with finan-
cials again leading as investors
chose to look at the bright side of
economic and earnings data.

Japanese shares surged as trad-
ing resumed for the first time this

week after the
Golden Week holi-
days. Hong Kong
shares notched
gains for a sixth

consecutive session.
The Nikkei Stock Average of 225

companies jumped 4.6% to 9385.70,
its highest finish since Nov. 5. The
Hang Seng Index gained 2.3% to
17217.89 in Hong Kong.

“Even if you believe the rally is
overdone and/or premature, it is dif-
ficult to go against the trend at the
moment,” said analysts at Calyon.
“Many investors who have sat on
the sidelines will eventually have to
capitulate, which could either mark
the last leg of the rally or provide
fuel for much further upside.”

Mitsubishi UFJ Financial Group,

which said at the end of trading Fri-
day it expects a net loss of $2.65 bil-
lion for the last fiscal year, ended
March 31, soared nearly 16%. The
forecast loss was smaller than some
analysts had expected for Japan’s
largest bank.

Sumitomo Mitsui Financial
Group climbed 12% after it said Fri-
day that it had acquired Citigroup’s
Japanese securities business for
$7.88 billion. Sompo Japan Insur-
ance gained 16% on preweekend
news that it was considering raising
$1.02 billion through subordinated
bonds, which aren’t dilutive to eq-
uity shareholdings.

Higher metal and crude-oil
prices aided commodity stocks,
with BHP Billiton up 5.3% and Alu-
mina up 8.2% in Sydney. In Seoul,
Posco gained 4%.

In Singapore, the Straits Times
Index gained 2.9% to 2241.60, as in-
vestors hoped that an economic re-
covery will revive demand for of-
fices and residences. City Develop-
ments rose 11%.

In Sydney, the S&P/ASX 200 ad-
vanced 1.9% to 3938.7. Department-
store chain David Jones rose 11%.

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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SPECIAL ADVERTISING SECTION

GREECE

Government measures aim to bolster the economy
Greece owns about a fifth of the world’s shipping fleet. Last year, annual transport receipts rose 13%, after an 18% increase in the previous 12 months.

U
nder the weight of the
global economic crisis,
Greece’s economic growth

is heading for a sharp slowdown,
but the country may avoid tipping
into recession thanks in part to the
government’s bold spending pro-
gram and its bailout of the country’s
troubled banks.
The economy grew at an average

of 4% a year during the past seven
years,butnowinvestmentsandexports
are falling and rising unemployment
is dampening consumer spending.
However, the Finance Ministry
expects the country’s €250 billion
economy to grow 1.1% this year,
from 2.9% in 2008, ranking Greece
among the few european states, such
as Cyprus and Slovakia, likely to
have an expanding economy in 2009,
according to the european Com-
mission’s spring forecast.According
to the forecast, total GdP output in
the 16-member euro zone will shrink
4% this year and fall 0.1% in 2010.
Public investments and the gov-

ernment’s €28 billion bank liquidity
plan,which aims to keep credit flow-
ing to businesses and households,
are among the key factors expected
to significantly contribute to eco-
nomic growth, says Finance Minister
Yiannis Papathanassiou.
And the state investment pro-

gram,partially backed by european
Union funds to improve infrastruc-
ture among member states, is set to
continue this year, budgeted at €8.8
billion (3.5% of GdP), down from
€9.6 billion in 2008.
The government’s Public Private

Partnership (PPP) programs —
initiatives that award the construction
of state buildings to private com-
panies which later recover their
fees on an annual basis while the
state occupies them — are also
expected to contribute to invest-
ment activity this year.The Finance
Ministry plans to increase the amount
of approved PPP contracts in 2009
to between €1.7 billion and €2 bil-
lion, from €1.3 billion in 2008, in
projects such as fire stations,schools
and hospitals.
despite the cutback in state invest-

ments, government projects and PPP
programs will help soften the impact
of the crisis, said the Bank of Greece,
the country’s central bank, in an
annual report last month.However,
the bank concedes it won’t be enough
to keep the economy growing due
to falling consumption and private
investments. According to Giorgos
Provopoulos, governor of the Bank
of Greece: “It’s possible to have neg-
ative GdP rates within the year.”
This sentiment is echoed by Chris

Pryce, a director at new York-based
Fitch Sovereigns Group, a company
that assigns ratings to government
debt. He has a “tentative estimate
of negative 0.1%” for Greece’s GdP
expansion this year.
In the last quarter of 2008,GdP

growth cooled to 2.4% year-on-year,
from 2.7% in the previous quarter,
its slowest pace since the country
joined the euro zone in 2001. Invest-
ments fell at an annual rate of 5.3%
to €10.1 billion, declining for a fifth
straight quarter, led by a steep drop

in the building of residential hous-
ing. And exports, the majority of
which go to the eU, dipped 1.6%
year-on-year to €10.9 billion, after
rising 0.8% and 2.4% in the third
and second quarters consecutively.
On the equities front, the Athens

bourse made a good start this year,
outperforming its european peers.
The benchmark general index has
risen 15% since Jan. 1, vs. a drop of
close to 1% in Germany’s dAX and
a 4.3% fall in London’s FTSe 100.
FinanceMinisterPapathanassiou

says it is too early to move ahead
with any possible revision to the
GdP estimate as “it will also depend
to a large extent on tourist traffic,
which has yet to start [for the season].”
However,Greece’s tourism industry,

which accounts for about 17% of

the economy, is braced for a diffi-
cult year. deteriorating labor markets
world-wide and weakness in several
currencies against the euro,havemade
a trip to a euro zone country more
expensive for cautious consumers.
According to Giorgos drakopoulos,
director-general at Athens-based
SeTe, a group representing more
than a dozen tourism associations,
including hotels and ferry operators,
visitor arrivals will decline as much
as 20% this year from 2008 in what
he describes as a “bad-case scenario.”
In a bid to help its important

tourist industry, the Greek govern-
ment introduced a series of measures
in december, including a property
tax break and lowering local levies
on hotels and restaurants.Themove
enables the sector to offer discounts
averaging between 15% and 20%,
according to SeTe.
Along with tourism, Greece is

exposed to the headwinds of the
global economic crisis through its
substantial shipping industry — it
owns about a fifth of the world’s
fleet. Greece’s annual transport
receipts, the majority of which come
from shipping, rose 13% last year
to €19.1 billion after an 18% increase
in the previous 12 months, accord-
ing to the Bank of Greece. But
shipping revenues are likely to shrink
this year as slumping global trade
cuts into demand for transporta-
tion services and reduces cargo rates.
nikos Magginas, an economist

at Athens-based national Bank,
Greece’s largest lender, expects ship-
ping revenues to fall 20% to 30%
this year from 2008. “This could cut
up to half a percentage point from
[Greece’s] annual [economic] growth
rate,” he says.
Shipping companies are slashing

investment plans to weather the
storm. data from Allied, an Athens-
based shipping brokerage, shows
that global shipping companies
placed orders for seven new vessels
at the end of March. The number
stood at about 230 a year earlier.
Today’s changing global conditions

are also impacting Greece’s labor
market, prompting the government
to launch a €2.5 billion program to
stem rising jobless numbers.
Unemployment in January rose

to 9.4%, from 8.9% in december,
according to Greece’s national
Statistics Service, well above the euro
zone’s average 8.3% jobless figure
for the same period.
Young Greeks are among the

hardest hit, with 12% of those aged
25 to 34 looking for work. And a
number of islands, including Crete
in southern Greece, have unem-
ployment rates well above the
national average.
Constantinos Michalos, president

of the Athens-based Chamber of
Commerce and Industry, which
represents 102,500 businesses, expects
jobless queues to get longer in com-
ing months. “We see a worsening
of the labor market from April until
the end of September, this takes
into account the projected crisis in
tourism,” he says.Tourism employs
one in five of Greece’s 4.5 million
work force.The government intends
to subsidize existing jobs and public-
sector hirings, in a bid to support the
young and those working in tourism,
construction and small businesses.
About 500,000 people will benefit
from the measures, according to
Labor Ministry estimates. “Our
aim is to minimize the impact of
the crisis,” says Labor Minister Fani
Palli Petralia.

Country may post a modest growth because
of public investments and a bank liquidity
program; tourism, shipping seen as key

Greek Finance Minister
Yiannis Papathanassiou sees
public investment as key to

economic growth.

LOUISA GOULIAMAKI/AFP/Getty Images
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By Toby Lewis

Given an economic downturn
that has become the steepest global
recession since the Great Depres-
sion and an outbreak of swine flu
that turned into fears about a global
pandemic, the outlook for compa-
nies in the travel industry could
hardly be propitious.

It certainly is complicating the
plans for the owners of Spanish
travel-booking company Amadeus IT
Group, who acquired it four years
ago for Œ4.3 billion ($5.7 billion). Eu-
ropean buyout firms BC Partners
and Cinven Group Ltd. had been ex-
pected to exit through an initial pub-
lic offering last year, but are now
strapping themselves in for the long
haul, according to people familiar
with the matter.

“Today we don’t have any plan
for when an exit might take place,”
said Luis Maroto, Amadeus’s deputy
chief executive and chief financial of-
ficer. “In the current [economic] en-
vironment, we just don’t know, and
all possibilities are open.”

Amadeus, which provides tech-
nology important to airline book-
ings and also acts as a travel agent,
is one of three firms that dominate
the market for airline bookings. The
other two are Sabre, which is owned
by buyout firms TPG Capital and Sil-
ver Lake Partners, and Travelport.
Both Sabre and Travelport are con-
sidered unlikely buyers because of
regulatory concerns.

The financial success of the Ama-

deus buyout, the largest in the Span-
ish market, according to data pro-
vider Dealogic, is important to both
owners because they are expected to
seek new funds from investors soon,
and this is one of the most mature in-
vestments in their respective portfo-
lios, one investor in the funds said.

The company faces a fall-off in fly-
ing because of the recession, said
Daniel Solon, a senior airline analyst
at Avmark consultancy in Barcelona.
“With the general economic picture
and the general problem of swine
flu, this is shaping up to be a very bad
year for transportation,” he said.

Amadeus’s net asset value, as
listed in reports to investors, was
steady last year, according to the in-
vestor. This compares favorably
with the large write-downs of many
buyout-owned companies given last
year’s plunging markets.

Revenue grew 2% last year to to

Œ2.9 billion, an Amadeus spokes-
woman said. Mr. Maroto said market
share in airline reservations in-
creased 1.7 percentage points last
year to 35.6%. It is insulated from fluc-
tuations in the price of tickets be-
cause it charges fixed fees to its cli-
ents.

But the company’s debt has re-
cently traded at between 67% and
69% of face value, according to data
provider Markit, or below the aver-
age bid for rating agency Standard &
Poor’s index of the most actively
traded European leveraged loans.

One investor pointed to the compa-
ny’s exposure to the economic cycle.

Lenders turned down a request
from BC and Cinven last year to buy
back Œ320 million of debt, or 8.8% of
Amadeus’ Œ3.6 billion debt load.
This move would have let the two
buyout firms reduce the company’s
leverage cheaply.

Debt buybacks are controversial
because some lenders believe they
lose out.

Still, both buyout firms have
achieved partial financial success
from the deal. They have taken out
slightly more than Œ1 billion from
the company through a dividend re-
capitalization in 2007.

Amadeus, which first went pub-
lic in 1999, has been considered a po-
tential candidate to return to the
stock markets. But a plunge in share
prices last year and early this year
has essentially closed that market.
A purchase by another buyout firm
also is considered unlikely given the
difficulty in obtaining financing.

The company still faces an ongo-
ing lawsuit from minority sharehold-
ers who objected to the 2005 sale. BC
and Cinven won out against Carlyle
Group and Citigroup, which had of-
fered Œ8.25 per share compared with
the winning bid of Œ7.4 per share.

An Amadeus spokeswoman said
the buyout firms had followed all ap-
propriate legal procedures during
the takeover, which was approved
under Spanish law.

Amadeus caught in turbulent times
Buyout owners lose
IPO exit, but value
of firm stays steady

Hot euro-bond market
fans fears of overheating
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By Harry Wilson

John St. John, one of the best-
known bankers in the European equi-
ties market, is building a high-level
equity-advisory boutique a month
after leaving Nomura Interna-
tional.

Mr. St. John, who had been em-
ployed as a part-time consultant to
Nomura International with the title
of chairman of equity capital mar-
kets, left Nomura last month and is
ramping up his advisory business,
STJ Advisors, which he founded
with former Nomura colleague
Jonathan Berger.

Several equity bankers have
joined the firm, including David Jen-
nison, the former head of emerging-
markets equity capital markets at
J.P. Morgan; and Percy Marchant, a
former Nomura banker who previ-
ously ran the now-defunct hedge
fund Bhramavira Capital Partners.

Others joining the business in-
clude another former Bhramavira
partner, Simon North, who also
worked at EO, the failed distribution
platform for initial public offerings
run by Mr. St. John.

STJ Advisors will focus on provid-
ing equity-capital-markets advice to
companies and private-equity firms
looking to access the markets.

Mr. St. John declined to com-
ment.
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By Duncan Kerr

The European corporate-bond
market has continued to fire on all
cylinders, with the value of euro-
bond sales over the past three days
setting a new weekly record—al-
though there are now creeping fears
over such intense demand for high-
grade credit.

Swedish utility Vattenfall, Anglo-
Dutch oil company Royal Dutch
Shell PLC, French car maker PSA
Peugeot Citroën PA and supermar-
ket chain Carrefour SA all have ac-
cessed the primary market in the
past few days, raising Œ14.1 billion
($18.8 billion) of bonds and setting a
new weekly sales record.

This has taken the total issuance
this year to Œ146.8 billion, the third-
highest value of euro corporate-
bond sales in any full year, accord-
ing to Suki Mann, chief European

credit strategist at Société Générale
in London, with nearly eight months
still to go. SocGen said the primary
market is on course for another
Œ30 billion-plus of new issue supply
this month alone.

The second-best year on record
for issuance was 2003, and there is a
chance that year’s total will be sur-
passed before the end of this month,
according to Mr. Mann.

The 2003 total was Œ165.3 billion
issued, second only to 2001’s
Œ200.2 billion.

However, Mr. Mann sounded a
warning about the increasing de-
mand for corporate bonds, which is
dwarfing supply, potentially leading
to an overexuberance.

“A slight caution here: Order
books are now getting into
‘dangerous territory’ in that deals
used to be three to four times cov-
ered but are now seven to eight
times, as investors increase their or-
ders to get the right allocation,” he
said.

While bond syndicate desks have
been inundated with orders for high-
grade corporate credit this year, the
risk of a deal too far—which could
disrupt the primary market and
sour sentiment—has risen sharply
as companies clamor to secure long-
term funding.

Banker St. John
leaves Nomura
to start boutique
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GREECE
Country seeks to bridge its green-energy gap with rest of the EU
Changes to rules con-

cerning greece’s renewable
energy sources (Res) are

likely to speed up investments in
the sector,helping the country narrow
the green-power gap separating it
from its european Union peers.
Last December, the greek

environment Ministry clarified a
1999 law on land planning and
sustainable development to make
it clearer where Res facilities can
be built. The changes, expected to
help reduce red tape and lower
administrative expenses, are likely
to reduce the number of legal chal-
lenges local residents or municipalities
pose against the construction of
Res, so overcoming what is seen
as a major obstacle.
We will see the benefits of the

change of rules within the year,
says Ioannis agapitidis, president
of the athens-based Center for
Renewable energy sources (CRes),
a state body which advises the gov-
ernment on energy issues.
evangelos Lekatsas, president of

greece’s electricity-grid regulator
athens-based hellenic Trans-
missionsystemOperator (hTsO),
says the new rules may result in
cutting the time investors need to
launch a Res project to an average
of about one year from 1.5 to two
years currently.
greece’s operating renewable-

energy plants had a capacity of 1,056
megawatts in March, the majority
from wind parks, versus 1,042 mega-
watts in February, according to
hTsO data.

The annual growth rate in wind
energy in greece, which produced
985 megawatts at the end of 2008,
reached 13% in 2008 against 10%
in spain and 37% in Italy, accord-
ing to the europeanWind energy
association, a Brussels-based industry
group representing 550 members
world-wide. In 2007, the sector
grew 16%.
The backlog of Res project licenses

waiting for approval from authori-
ties in greece remains large.
In March, projects able to pro-

duce 5,418 megawatts were on
hold, waiting for approval by local
municipalities, the environment
Ministry, town-planning offices
and others.
Despite being one of the eU’s

sunniest and windiest countries,
greece has been a laggard in adopting
environmentally friendly power.
Figures from Luxembourg-based

eurostat, the eU’s statistical office,
show the percentage of electricity
generated by renewable energy in
greece stood at 6.8% in 2007, com-
pared with an average of 15.6% for
the eU’s 27 member states.
according to goals set by Brussels

to help curb greenhouse-gas emis-
sions, greece needs to supply 18%
of its power from renewable energy

by 2020.The figure currently stands
at around 8%.
greece is likely to meet these

long-termgoals,saysMr.agapitidis
of CRes, pointing out that the
sector is in need of more innovative
technologies to develop further,
such as the introduction of offshore
wind parks.
With energy producers offered

20-year contracts to sell their elec-
tricity, and guaranteed tariff rates,
there is “a predictable and low-risk
environment for Res investors,”
says george Vitorakis, analyst at
athens-based brokerage national
P&K securities.
some of europe’s leading power

companies have entered the greek
market with an eye on the renewable-
energy pie, including spanish utility

Iberdrola and its Italian peer enel.
athens-based Terna energy, whose

wind parks have a total capacity of
143 megawatts, is among the largest
players in the domestic market and
intends to move ahead with invest-
ment plans to boost capacity to 450
megawatts by the end of 2010.
“Based on our revised investments

plans… we expect to invest €264
million of capital between 2009 and
2011, versus our initial forecast of
€229 million,” says Manolis Mara-
goudakis,Terna energy’s CeO.

The text of this Special
Advertising Section was
written by Stelios Bouras,
a freelance journalist
based in Athens

With energy producers
offered 20-year contracts
to sell their electricity,
and guaranteed tariff
rates, there is a predictable
and low-risk environment
for investors.

Last year, Greece’s annual growth rate in wind energy reached 13%.
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Asset write-downs slam Swiss insurers
Swiss Re changes
targets after drop
in first-quarter net

EU investigates German aid
to mortgage lender Hypo

By Goran Mijuk

ZURICH—Swiss Reinsurance Co.
reported a 76% drop in first-quarter
net profit on lower investment
gains and on asset write-downs, and
changed its financial targets to re-
flect a balance-sheet revamp and
the difficult market conditions.

The Zurich-based reinsurer said
Thursday net profit fell to 150 mil-
lion Swiss francs ($132.5 million)
from 624 million francs a year ear-
lier. That beat analyst forecasts be-
cause Swiss Re’s write-downs of 2.1
billion francs on investments in the
quarter were lower than expected.

The write-downs were partially
offset by a gain of 1.4 billion Swiss
francs from favorable currency ex-
change movements.

The results sparked hopes that
Swiss Re, which posted a net loss for
2008 and needed to raise capital be-
cause of heavy asset impairments,

would recover faster than expected
and get rid of its risky assets soon.
Its shares, which have lost about
40% this year, rose 12% in Zurich.

However, Swiss Re poured cold
water on an immediate turnaround,
saying the revamp of its balance
sheet would be time-consuming and
may lead to losses in the future.

“It will take some time to reduce
the asset risk in our portfolios, and
we may suffer volatility in the pro-
cess,” Chief Executive Stefan Lippe
said.

Swiss Re got into trouble more
than a year ago as its investments in
instruments such as structured
credit-default swaps and financial
guarantees turned sour.

Write-downs forced it to tap War-
ren Buffett’s Berkshire Hathaway
Inc. for fresh capital and triggered a
board and management reshuffle.

Currently, Swiss Re’s risky invest-
ment holdings, which the company
has put into a legacy unit, hold di-
rect and indirect asset risks of about
40 billion francs.

“The high loss potential is still
here and it could come in the quar-
ters ahead,” said Georg Marti, an an-
alyst at Zürcher Kantonalbank.

The revamp and the still-choppy
financial markets also prompted
Swiss Re to drop its 14% return-on-
equity target and its 10% annual
earnings-per-share growth goal.

Swiss Re now wants to focus on
generating the necessary capital to
avoid potential dilution of existing
shareholder funds and aims to gen-
erate a 14% return on capital in rein-
surance pricing.

It also targets a double-A level of
capital adequacy and wants to cut
its cost base by about 400 million
francs by the end of 2010, partly
through about 1,000 job cuts and op-
erational streamlining.

On an operational level, Swiss Re
continued to deliver solid results as
the company boosted its premium
income and improved its opera-
tional performance in the first quar-
ter of 2009, something it wants to re-
peat in the quarters ahead.

Premiums in property and casu-
alty business rose 5% to 3.83 billion
francs. In the life and health divi-
sion, premiums fell 5% to 2.63 bil-
lion francs, but Swiss Re was able to
keep its costs under control.

The company’s combined ratio,
which compares costs and claims to
premium income, fell to 90.2% from
96.4% the previous year—one of the
best results in the industry.

The improvement reflects
higher premiums and fewer claims;
a combined ratio under 100 indi-
cates an underwriting business is
making money.

Given these results, Swiss Re was
confident about its medium-term fu-
ture. “We see increased demand and
reduced capacity in the reinsurance
market driving prices higher,” Mr.
Lippe said, adding that “Swiss Re is
in a strong position to seize market
opportunities.”

Reinsurance companies provide
backup insurance to primary insur-
ers so that the system can handle
large losses; they are also major in-
vestors as they seek to earn returns
on premiums they take in.

Corporate News

Heady days
Economy beers are giving
brewers a lift during the
downturn > Page 4

Insurance stocks
On the Swiss Exchange
Year-to-date performance

Source: Thomson Reuters Datastream
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By William Launder

FRANKFURT—European Union
regulators on Thursday cleared Ger-
man government aid to Com-
merzbank AG and also announced
an investigation into state aid to
stricken mortgage lender Hypo Real
Estate Holding AG.

Hypo has received a combined
Œ102 billion ($136 billion) aid pack-
age, which includes loans from a
banking consortium and the Ger-
man government, as well as state
guarantees.

The lender may have to sell off as-
sets or make other concessions to
EU antitrust regulators to ensure
the aid it has received doesn’t give it
an unfair advantage over rivals, EU
Competition Commissioner Neelie
Kroes said at a news conference.

Hypo said that the investigation
was expected and that it would
“work with the commission in a very
close and constructive manner.”

A spokeswoman for the German
Finance Ministry said the govern-
ment views the EU probe into aid for
Hypo as a routine matter. She said
Berlin is confident it has followed
the rules on banking bailouts.

Meanwhile, the EU cleared Œ18.2

billion of German government finan-
cial aid to Commerzbank on the con-
dition that it comply with a restruc-
turing plan and sells off “volatile in-
vestment banking” activities.

Commerzbank received the
money through capital measures. It
also has Œ15 billion in guarantees in
the form of two aid packages from
the government, giving Germany a
25%-plus-one-share stake.

Commerzbank said Thursday it
will divest itself of its Eurohypo pub-
lic-finance unit and several busi-
nesses it got this year through its
Dresdner Bank acquisition, in order
to meet the EU conditions.

Shares in Commerzbank rallied
on the news, but analysts said the
market’s exuberance ignored a long
road ahead for the bank, during
which it will likely struggle to find a
buyer for troubled Eurohypo. Com-
merzbank shares closed up 9%.

Separately, the European Com-
mission, the EU’s executive arm,
said it had extended the scope of its
investigation into the U.K. aid pack-
age to lender Northern Rock PLC, af-
ter the rescue plan was amended ear-
lier this year. The government said
this spring it would inject £3 billion
($4.54 billion) into the company.

By Goran Mijuk

ZURICH—Zurich Financial Ser-
vices AG’s net profit fell 75% in the
first quarter, weighed down by as-
set write-downs, but the Swiss in-
surer said Thursday that it has the fi-
nancial strength to grow.

Zurich Financial said net profit
fell to $362 million from $1.43 billion
in the year-earlier period. The figure
missed analyst expectations as the
insurer, which had already warned
about impairments last month,
booked about $1 billion in write-
downs on stocks and bonds, and
helped send its shares down 3.9%.

Zurich Financial, which earlier
this year took over American Inter-
national Group Inc.’s U.S. car-insur-
ance business for roughly $2 billion,
said its capital position was solid.

“Though we anticipate 2009 to re-
main challenging, I am pleased with
our ability to maintain our strong
solvency ratio and add to sharehold-
ers’ surplus while capitalizing on
market opportunities that emerge,”
Chief Executive James Schiro said.

The company’s solvency ratio, a
key industry figure that reflects an in-
surer’s balance-sheet health, stood at
157%, down from 160% at the end of
2008. That was comfortably above
the industry average of about 130%
and the regulatory minimum of 100%.

The write-downs were larger than
forecast, although Chief Financial Of-
ficer Dieter Wemmer said the com-
pany has since reduced its share hold-
ings and rejiggered its bond invest-
ments by buying less-risky assets.

Many analysts shrugged off the
substantial asset impairments and fo-
cused on Zurich Financial’s strong un-
derlying insurance business, which

they say bodes well for the compa-
ny’s future. The company’s impair-
ments on equities are expected to
ease in the future, said Stefan Schuer-
mann, an analyst at Bank Vontobel.
“The underlying performance in non-
life was strong and [U.S. unit] Farm-
ers was solid as expected,” he said.

Premiums at Zurich Financial’s
nonlife insurance division fell 12% to
$9.81 billion from $11.19 billion on
lower demand for property and casu-
alty protection amid the global re-
cession, though the operational re-
sult was sound.

The combined ratio, which com-
pares costs and claims to premium
income, stood at 95.8%, higher than
the 94.6% a year earlier. A level be-
low 100% means the underlying busi-
ness is profitable.

Life-insurance premiums rose
2% to $5.53 billion following recent
acquisitions in Europe and South
America. The margin of the compa-
ny’s new business stood at 20.6%,
down from 22.2%. A level of above
20% is considered strong.

Meanwhile, French insurer AXA
SA on Thursday reported a 1.7% fall in
first-quarter revenue on declines at
its asset-management and life and
savings activities and said it is pre-
pared to face a “difficult” environ-
ment in 2009. Revenue decreased to
Œ27.6 billion ($36.8 billion) from
Œ28.07 billion a year earlier.

“We expect the environment to
remain difficult throughout 2009,
but we remain convinced that AXA
has the business model, flexibility
and strength to face the current glo-
bal economic recession,” Chief Exec-
utive Henri de Castries said in a
statement.

AXA said its solvency ratio as of
March 31 was estimated to be
“slightly above” the 127% where it
stood at the end of December. The ra-
tio will allow AXA “to absorb further
possible market shocks,” Mr. de Cas-
tries said.

 —Jethro Mullen in Paris
contributed to this article.
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Zurich Financial net
slides 75%, but firm
points to strength
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Searching for hidden gems amid U.S.’s barrels of red ink

By Farnaz Fassihi

TEHRAN, Iran—The three major
challengers to President Mahmoud
Ahmadinejad in the June presidential
elections hail from different political
backgrounds but share a common
view:If Mr.Ahmadinejad is re-elected,
he will lead Iran toward disaster.

As campaigning has kicked off,
they have sharply criticized Mr. Ah-
madinejad. While they broadly sup-
port Iranian policies such as pursu-
ing a nuclear program and refusing
to recognize Israel as a state, they
seek to distance themselves from Mr.
Ahmadinejad’s tough-talking style.

“If Ahmadinejad’s path contin-
ues, we are heading for the edge of
the cliff,” Mohsen Rezaei, a hard-
line conservative and former head
of Iran’s Revolutionary Guards, said
at a news conference on Sunday. Mr.
Rezaei, who announced his candi-
dacy last week, said he favors a for-
eign policy that best serves the na-
tional interests of Iran, not one that
is “provocative” and “adventurous.”

Mr. Rezaei’s strong words under-
score the deep divisions within
Iran’s conservative establishment,
who favor ideological politics, on
whether to support Mr. Ahmadine-
jad’s bid for four more years in office.

The president hasn’t officially an-
nounced his candidacy, but he has
set up a campaign team and his ad-
visers routinely make comments
that suggest he will run.

Iran this week began registering
candidates for the Islamic Republic’s
June 12 election. But it’s already
clear that four major contenders will
emerge with the backing of political
groups and the country’s leadership.

In addition to the conservative
Mr.Rezaei, two others have an-
nounced campaigns, both “reform-
ists” who lean toward greater social
freedom and flexibility: Mir Hossein
Mousavi, prime minister in the
1980s, and Mehdi Karroubi, a cleric
who served as speaker of parlia-
ment in the early 2000s.

Iranians elect their president for
four years, with a maximum of two
terms.

The election is deemed the most

important political event in the re-
gion this year as the country’s influ-
ence rises—particularly in Iraq and
Afghanistan, where the U.S. is seek-
ing stability and cooperation from
neighboring states.

Iran’s broader policies, such as
its standoff with the West over its
nuclear program and talks with the
U.S., won’t likely change with a new
president because Supreme Leader
Ayatollah Ali Khamenei has the fi-
nal word on all state matters. Un-
der Iran’s constitution, the ap-
pointed senior cleric oversees the
judiciary, armed forces and broad-
cast media.

However, analysts say the presi-
dent remains the public face of Iran,
and whomever Iranians elect in
June will affect the country’s inter-
national standing.

“The overall policies of the govern-
ment will remain the same, but a dif-
ferent president can determine the

way these policies are discussed and
acted out,” says Mashallah Shamsol-
vaezin, a political analyst in Tehran.

Mr. Ahmadinejad has a good
chance of being re-elected because
of his popularity with rural voters as
well as the urban poor and middle
class. But if the less-conservative ri-
vals can strike a chord among urban
voters, that could lead to a tighter
race.

With his folksy banter and tough
talk about the West, Mr. Ahmadinejad
draws big crowds in the provinces.
His critics complain that he is using
state funds for his campaign travel.
Local newspapers have reported that
his government has distributed
400,000 tons of potatoes and doled
out cash and gold-coin bonuses.

Mr. Ahmadinejad has addressed
these allegations by saying he is
sharing the country’s wealth among
citizens.

The state-owned radio and televi-

sion networks openly back the presi-
dent. To compete, his rivals are us-
ing novel campaigning techniques,
such as sms text messages, Web
sites, and DVDs.

Mr. Ahmadinejad’s rivals are
banking on the public’s dissatisfac-
tion with the economy. Unemploy-
ment and inflation have soared de-
spite record-high oil revenues dur-
ing Mr. Ahmadinejad’s tenure.

Mr. Rezaei’s candidacy could
splinter Mr. Ahmadinejad’s votes
among the rank-and-file of security
forces as well as conservatives who
are unhappy about the govern-
ment’s performance.

Mr. Karroubi has vowed to get
rid of the morality police task force,
work toward equal rights for
women, and free political prisoners.
Drawing a distinction with Mr. Ah-
madinejad, who has denied the Holo-
caust, Mr. Karroubi said last week
that “the Holocaust is a fact.

Whether the number of people who
perished is six million or 6,000, deny-
ing it is of no benefit to Iran.”

Mr. Mousavi is viewed by many
as Mr. Ahmadinejad’s most serious
competition. Backers include Mo-
hammad Khatami, who as president
from 1997 to 2005 pushed to reform
the system and open Iran to the
world. Mr. Khatami initially entered
the race but withdrew to avoid tak-
ing away votes from Mr. Mousavi.

At a rally of several thousand uni-
versity students, Mr. Mousavi said
Mr. Ahmadinejad’s government has
created such taxing living condi-
tions that people have no time to
think about freedom.

“Our people are looking for sta-
ble management skills and stable
policies that can bring them a sense
of relief and freedom,” Mr. Mousavi
said. The crowd, waving flags in
green, his campaign color, chanted
“freedom, freedom.”

Rivals in Iran take aim at Ahmadinejad
Three major challengers in June election criticize president’s hard-line approach, reflecting rift in establishment

n Speaker of the parliament 
under President Mohammad 
Khatami in the early 2000s. 
n Founded Etemad-e Melli party 
(National Trust Party) after his 
defeat to Mr. Ahmadinejad in the 
2005 presidential race. 
n Supports human rights and 
women’s rights. Says he will use a 
team of experts to manage the 
country.

n Prime minister in the 1980s.
n Now president of the Iranian 
Academy of Arts.
n Influential backers include Mr. 
Khatami. 
n Says he will put scientific 
methods ahead of ideology in 
handling the economy and foreign 
policy. Favors improving relations 
with the West. His wife, a scholar 
and artist, campaigns by his side.

n Former commander of Iran’s 
Revolutionary Guards.
n Now secretary of the 
Expediency Council, an assembly 
that advises the Supreme Leader. 
n Says he will work to improve 
living conditions. Promises to 
name the most qualified people 
to his cabinet, regardless of their 
political leanings.

n Populist ultraconservative 
president of Iran.
n Harsh critic of U.S. and Israel.
n Promised to ‘bring oil income 
to people’s tables’ but his 
injection of cash into the 
economy led to inflation of 25% 
and high unemployment. Has 
support among rural voters, the 
urban masses and ultra-
conservatives.

Iran’s race takes shape
The main contenders in June’s presidential election broadly support the country’s current policies, such as pursuing a nuclear program. But Mahmoud 
Ahmadinejad’s rivals are trying to differentiate themselves in language and tone, for instance criticizing his denial of the Holocaust.  

Mehdi Karroubi Mir Hossein Mousavi Mohsen Rezaei Mahmoud Ahmadinejad
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By Gerald F. Seib

Ronald Reagan used to tell the
story of the optimistic young boy
who, when shown a room filled with
a pile of manure, smiled and started
happily digging into it. If there’s that
much manure, the boy said, there
must be a pony in there somewhere.

That story is worth recalling
while looking at the red ink in the

broad budget plan
U.S. President
Barack Obama for-
mally presented to
Congress Thurs-

day. The budget includes a pile of fed-
eral budget deficits over the next de-
cade, at least. Could there possibly
be anything good hidden in there?

Perhaps. Here’s how: If the gov-
ernment is going to be stuck with
big deficits as far as the eye can see,
maybe all that red ink can be used to
convince Congress that it’s finally
time to deal with the underlying
problem of mushrooming costs of

entitlement programs, specifically
Medicare and Social Security.

Using deficits as a lever to fix en-
titlements would simply be a logical
extension of the broader philosophy
the administration has used to deal
with today’s economic mess. That
approach was famously summed up
by White House Chief of Staff Rahm
Emanuel at a Wall Street Journal
conference for business executives
during the transition, where he de-
clared: “You never want a serious cri-
sis to go to waste.”

In other words, if the administra-
tion was going to have to spend bil-
lions trying to fire up a sputtering
economy, it would try to enact some
of its agenda—in health, energy and
education—in the process.

By the same token, the combina-
tion of a sluggish economy, financial-
industry bailouts and big stimulus
spending is producing big deficits
that are getting everyone’s attention.
The Obama budget estimates federal
deficits will total almost $7 trillion

over the next 10 years; the Congres-
sional Budget Office estimates the to-
tal at more than $9 trillion. Either
way, that ought to make this a good
time to remind everybody in Wash-
ington that if there were a plan to
lower the cost of Medicare and Social
Security, those long-term deficit
lines would start to look a lot better.

One leading Democrat starting to
make the case that this is a good time
to tackle entitlements is Rep. Steny
Hoyer, the second-ranking Democrat
in the House. He pointed out Wednes-
day that, without action, interest on
the national debt, Social Security,
Medicare and Medicaid would to-
gether consume 18.5% of the coun-
try’s total economic output by 2025.

He thinks Mr. Obama is prepared
to respond. “There is a sense in the ad-
ministration that you need to pursue
both the investments we need to
make now, which are going to cause
substantial debts, but at the same
time give Americans and our credi-
tors confidence that we’re going to

pursue fiscal responsibility as a pol-
icy, long term,” he said in an interview.
“So I think it is a good time” to act.

It’s worth pausing to note that us-
ing deficits as a lever to force spend-
ing reductions hasn’t worked all that
well in the past. Still, there was one
time it did work. In 1981, Mr. Reagan
and Congress, mindful that the Social
Security system was heading for defi-
cits of its own, appointed a commis-
sion to figure out what to do. They
put the commission into the hands of
one Alan Greenspan, then Republican
wise man on economic matters, later
chairman of the Federal Reserve.

The commission suggested a se-
ries of changes too sensitive for law-
makers to undertake on their own, in-
cluding raising some Social Security
taxes, limiting some benefits and lift-
ing the retirement age. Congress
bought in, and Mr. Reagan signed the
changes into law in 1983. That left
the Social Security system in good—
even robust—shape for years.

Now, time is running out on those

SocialSecurity fixes,and the cost pres-
sures will become even more acute in
coming years for Medicare. Mean-
while, polls show the deficit emerging
as perhaps the leading cause for
doubt about the Obama agenda.

The question is how to get Wash-
ington to move beyond platitudes
about the long-term problem and to-
ward action. Mr. Hoyer argues for
starting with Social Security. But be-
cause it’s “difficult” to get politi-
cians to agree on sensitive changes,
he likes the idea of an independent
commission, in the 1983 Greenspan
model, to tackle the question.

Ultimately the question of
whether and how Democrats use
this moment to deal with entitle-
ments will fall, as such questions
usually do, to the president. Mr.
Obama has talked privately of lead-
ing a “grand bargain” in which all
sides agree to endure some pain to
make a big fix to the nation’s fi-
nances. Budget week is a good time
to let the bargaining begin.
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Report urges better regulation
U.K. financial sector
needs partnerships
to stay competitive

Covered bonds get a lift
from ECB purchase plan

By Adam Bradbery

And Alistair MacDonald

LONDON—The U.K. needs a
more-effective system of regulation
and must develop partnerships
with overseas financial centers to
be globally competitive, a report
sponsored by the government said.

The U.K. government also must
make sure there is a stable, predict-
able and competitive tax system,
and take a greater lead in shaping
global financial regulation, accord-
ing to the report, released Thursday
and designed as a blueprint for the
financial-services sector over the
next 10 to 15 years.

The report, commissioned by
the U.K. Treasury, was published by
the Financial Services Global Com-
petitiveness Group, which includes
executives from financial and pro-
fessional firms with a U.K. pres-
ence.

The report also sought to strike
back against what it called the
“myths” that the U.K. economy is
too dependent on the finance sec-

tor, and that financial innovation
“is of little economic or social
value.”

U.K. politicians recently have
bashed an industry they once
praised, but on Thursday Treasury
chief Alistair Darling added a mes-
sage of support.

The financial sector “does gener-
ate a lot of employment and it does
generate a lot wealth,” he said.

The report said there needs to be
strong links between the financial-

services industry and the wider do-
mestic economy, and better commu-
nication between financial-services
firms and the government.

The U.K. also must make use of
the fact that its financial expertise
resides not just in London but also
in cities such as Edinburgh and Glas-
gow, the report said.

“We’ve come through a period
which has been quite painful, but
we have a strong and viable finan-

cial-services industry, which will
continue to play a very important
part in the U.K. economy going for-
ward,” said Paul Myners, U.K. city
minister.

The U.K. government will pub-
lish a report in June laying out pro-
posals for strengthening financial
regulation, Mr. Darling said. The
proposals will draw together the
government’s thinking on how U.K.
regulation should be overhauled in
the wake of recommendations from
Adair Turner, chairman of the U.K.’s
Financial Services Authority, and
meetings of the Group of 20 indus-
trial and developing nations.

Mr. Darling hinted that his pro-
posals won’t include a demand for
banks to separate their retail and in-
vestment-banking operations,
which has been advocated as a way
to control risky behavior.

“Governments will get into great
difficulty if they start to look at
what a business should look like,”
he said.

Also Thursday, the U.K. markets
regulator, the Financial Services Au-
thority, said that it was stepping up
its role in judging the competence
of financial-services executives and
demanding that nonexecutive direc-
tors work on a “more full-time ba-
sis” and have greater technical
skills in areas like risk management.

The report is a
blueprint for the
financial-services
sector in the U.K.

MONEY & INVESTING

By Mark Brown

LONDON—The market for cov-
ered bonds received a boost when
the European Central Bank said it
will buy the securities as part of its
latest stimulus program.

The ECB said Thursday that it
will buy as much as Œ60 billion ($80
billion) in euro-denominated cov-
ered bonds to get more liquidity
into the banking system.

Covered bonds are highly rated
bonds that are serviced with the
payments made on a pool of credit
assets, such as residential mort-
gages or public-sector loans, and re-
main on the lender’s balance sheet.

Covered bonds tend to be rated
either AAA or AA; thus the ECB is
taking limited credit risk onto its
balance sheet.

Covered bonds have lagged be-
hind the rally seen in other high-
quality bonds, such as government-
guaranteed bank debt and agency
debt. This was due, in part, to a lack
of price transparency. Like other
bank debt, demand for covered
bonds was hit hard by the collapse
of Lehman Brothers Holdings Inc.
last September, when fear of hidden
risk overtook credit markets.

Orlando Green, a fixed-income
strategist at Calyon Credit Agri-
cole, said the ECB purchase pro-
gram “is rather large and should
kick-start this market, which has
been paralyzed” by the financial
crisis.

Mr. Green said the ECB still has
to work out the details of how it
would purchase covered bonds, and
predicted that it would be at least
another month before purchases
start.

Observers put the total volume
of euro-denominated covered
bonds in the market at between Œ1.5
trillion and Œ2 trillion. Dealers said
it is difficult to predict at this stage
how the ECB news will affect issu-
ance, because so many details still
need to be worked out.

But by not buying government
bonds, the ECB hopes to avoid the in-
flationary effect of effectively
“printing money,” said Stuart Ben-
nett, a currency strategist at Calyon
Credit Agricole. Both the U.S. Fed-
eral Reserve and Bank of England
have purchased government bonds.

“Instead, it is attempting to
breathe life into a part of the bond
market that has been flagging,” he
said.
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BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES BUSINESSES FOR SALE

AVIATION

BOATING

TRAVEL

Private owner selling personal interest (all or
fractional) in a 300 mile natural gas
transmission system. The system generates
income through fees charged to operators for
the transportation of produced natural gas from
the fields to the "market ." Tax
depreciation benefits flow through. Accredited
Investors Only - No Brokers/Operators.
For information contact:

Kevin Boyles
Team Resources Inc

800-525-9908
kboyles@teamresourcesinc.com

For Sale: Natural Gas
Pipeline Ownership -

Cashflow - Tax Benefits WE BUY
LAND
Farms &

Timberland
(1,000 to

100,000 Acres)
478-477-1000

www.sppland.com

Small non-reporting public company is looking
for an acquisit ion or merger with an
existing company in need of cash for a proper and
worthwhile use.
Our company has approximately $6,000,000 in
liquidity and approximately 500 shareholders.
Please respond by e-mail with an explanation of
how we could benefit our shareholders by a
business combination of some sort with you or
your company. Please state your position with
the entity and a brief executive summary of the
business and the opportunity.
Only serious repl ies (al l info wil l be kept
confidential).
Please supply contact info & we will reply back to
all with our level of interest within 5 days.
Thank you.

spnrcompany@yahoo.com

Attn: Entrepreneurs & CEO'S
Private & Public Companies

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

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

Senior ExecutivesWanted
Excell Executive Leadership Exchange, two
decades old, is looking for Chapter Chairs in
major cities. Ideal candidates are Sr. Execs
w/broad bkgrds, who enjoy coaching biz leaders
& CEO's & facilitate mo meetings. Enjoy flex
sched, excelt earnings. Visit "Opportunities" at:

www.ExcellCeo.com

Buy This Great Name!
COMMUNITY
HOME LOANS

$10,000,000 (U.S.)
www.communityhomeloans.com

1 (559) 221-6777

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

CHANGE CAREER !!!!!
Fully restored Historic Inn. 30 rms, Bar & Rest.
Adjacent property to expand. Listed on National
register. A five star location centered in one of
the oldest river towns on the Gulf Coast. Owners
retiring. Price $5.1 Mill.

Email: cjkoun@aol.com
850-653-5627

WeWant To Buy an existingHUD
DUS Lender located onWest Coast

If interested in selling please contact:

425-709-7247 or cheryl@acg.com

MEDICAL BILLING,
COLLECTION, TRANSCRIPTION CO.

Relocatable. Turnkey.
$125K with $75K Down.

Nets $150K.
G. Scott 202-239-6783

gordonscott12@aol.com

2001 Sikorsky S76C+
Executive Helicopter

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

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

MOTORSAILOR
ABS-MCA (2004)
5 Staterooms
Great Deal

1-954-646-3090

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT

CONNECTIONS

IN EUROPE.

THE WALL STREET

JOURNAL EUROPE.

To advertise
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TheWall Street Journal Europe

+44 207 842 9608
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