
Toyota expects its first-ever
operating loss in the current
fiscal year, showing how se-
verely the global economic down-
turn is hitting even the world’s
most competitive companies.
The auto maker sharply cut its
net profit forecast. Page 1

n Glaxo said it will stop mak-
ing political contributions with
corporate funds, in an attempt
to increase transparency. Page 2

n TNK-BP elected a new board
member and amended its char-
ter, bringing a shareholder dis-
pute closer to resolution. Page 3

n AIG sold HSB Group to Ger-
many’s Munich Re for about
$742 million. It paid $1.2 bil-
lion for the specialty-insurance
business in 2000. Page 3

n UBS will get a loan of $1.81
billion backed by Swiss mort-
gage institutions that are flush
with customer deposits. Page 19

n GM is preparing for deeper
talks in January with the UAW,
bondholders and the Obama ad-
ministration to work out terms
of the bailout. Page 4

n European auto makers’
stocks slid after Toyota Motor
released a profit warning. The
U.S. stock market’s car sector
also was weak. Page 20

n Swiss Re has tapped a $1.5 bil-
lion credit facility to strengthen
its liquidity and take advantage
of growth potential. Page 21

n Web portal Sina agreed to
pay $1 billion in stock for the
digital-advertising business of
Focus Media Holding. Page 8

n Hungary cut interest rates to
10%, citing an anticipated slow-
down and lower inflation, and
the easing may continue. Page 11

n China cut rates for the fifth
time in recent months, an effort
to spur the financial system to
complement increased govern-
ment spending. Page 12

n Caterpillar said it will slash
executive compensation, particu-
larly its incentive and equity-
based programs. Page 4

Gloomy future
seen in data
from euro zone

The euro zone is likely to re-
main in recession in the early
part of 2009, with data showing
factory orders dropped 4.7% in
October from September and
15.1% from the previous Octo-
ber. A survey in Belgium showed
business confidence slid in De-
cember to its lowest level since
records began in 1980. Mean-
while, German consumer confi-
dence remained weak. Page 1

n Belgium’s king was search-
ing for a leader to steer the di-
vided country, after accepting
the resignation of Prime Minis-
ter Leterme in the wake of a
bank-bailout scandal. Page 2

n Lawmakers called an emer-
gency session of Iraq’s Parlia-
ment to try to remove the
speaker, forcing the delay of a
vote on a resolution to let non-
U.S. troops remain past year end.

n The Afghan government will
begin soon a U.S.-funded effort
to recruit armed local militias
to fight the Taliban in remote
parts of the country. Page 10

n Obama named a task force to
be led by Vice President-elect
Biden to focus on issues hurt-
ing the U.S. middle class. Page 9

n A jury in the U.S. found five
men guilty of plotting to kill sol-
diers at the Fort Dix military base,
in a high-profile case. WSJ.com

n The OSCE said it would start
shutting its mission in Georgia on
Jan. 1 after Russia blocked a pro-
posal to extend it in a standoff
over the status of South Ossetia.

n Russia said it is supplying
Iran with defensive weapons, in-
cluding surface-to-air missiles,
but didn’t say whether they in-
clude sophisticated S-300s.

n Russian businessman Viktor
Bout took the stand in Thailand
to fight extradition to the U.S.
and deny charges that he con-
spired to arm Colombian rebels.

n Zimbabwe’s Mugabe must step
down if a power-sharing govern-
ment is to succeed, the U.K. said.

n Israeli diplomats have been
instructed to prepare foreign
governments for increased ac-
tion by Israel’s military against
Gaza militants, officials said.

n Romania’s Parliament ap-
proved a new government after
the prime minister-designate
vowed to cut spending by 20%.

Derivative losses spread
to all corners of world

Editorial&Opinion

Steinbrück on the crisis
Germany’s finance minister on
the regulatory and fiscal poli-
cies the world needs. Page 15

Car-industry troubles hit
Japanese giant Toyota
Operating loss shows
slump’s global reach;
‘a kind of emergency’
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What’s News—
Business & Finance World-Wide

Grim outlook
Toyota Motor revised downward 
again its group earnings forecasts 
due to the yen’s continued 
appreciation and shrinking auto sales

Operating profit
In trillions of yen, for fiscal years* 

*Fiscal years end March 31 of year shown
Source: the company
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A star lawyer’s downfall
leaves a host of questions
NEWS IN DEPTH | PAGES 16-17

Forgotten naturalist’s fans
plan a Darwinian struggle
ON OTHER FRONTS | PAGE 30

By Nicholas Winning

LONDON—Factory orders in
countries sharing the euro cur-
rency dropped 15.1% in October com-
pared to a year earlier—the biggest
annual decline since records began
in 1997—and forecasters say they’ll
keep falling in a European reces-
sion expected to extend into 2009.

Orders in Germany and France
dropped even more—17%—from a
year earlier, the European Union’s
Eurostat statistics agency said Mon-
day. New orders for transport equip-
ment across the 15-nation euro
zone fell by a third, a record year-to-
year drop that reflected the col-
lapse in automobile sales within
the euro zone and around the
world.

Meanwhile, a survey of confi-
dence among Belgian businesses—
viewed as a strong indicator of the
health of the euro-zone economy—
fell in December to its lowest level
since records began in 1980. Ex-
ports, which are under stress, ac-
count for 75% of the country’s gross
domestic product.

The collapse in both sets of num-
bers is likely to cement expecta-
tions that the European Central
Bank will cut its key interest rate
further early next year from the cur-

Please turn to back page
Money & Investing > Page 19

By Mark Whitehouse

And Serena Ng

PARKES, Australia—In this
town of 10,000 on the edge of the
Australian outback, administrator
Alan McCormack has a headache.
The county council is poised to in-
cur millions of dollars in losses if
more U.S. companies succumb to a
deepening recession.

More than 15,000 kilometers
away, at New York investment firm
ICP Capital, hedge-fund manager
William Gahan is reaping big gains
on Mr. McCormack’s predicament.

The fortunes of the two men are
connected through an investment
known as a “synthetic collateral-
ized debt obligation.” Between
2005 and 2007, the Parkes local
council put more than 13.5 million

Australian dollars (US$9.2 million)
of its savings into synthetic CDOs.
The investments offered an attrac-
tive income and a gold-standard
credit rating—in return for provid-
ing a sort of insurance on the debt
of hundreds of mostly U.S. compa-
nies.

Now, though, if even a handful
of those companies renege on their
debts, Parkes will have to cough up
as much as A$12 million to honor
the insurance commitments it
made. That has been a boon for Mr.
Gahan, who placed bets against
many of the same companies by
buying similar insurance.

But it would deprive Parkes of a
big chunk of the money it needs to
rebuild its water supply amid an en-
during drought. “It’s going to be a

Please turn to page 31

By Yoshio Takahashi

And Kate Linebaugh

Toyota Motor Corp. forecast its
first-ever annual operating loss, a
dramatic indicator that the deep
troubles roiling the auto industry ex-
tend beyond the U.S. and are taking
a heavy toll on even some of the
strongest car makers.

Toyota, the world’s largest auto
company by sales, still expects to re-
port a small net profit for the fiscal
year ending March 31. But it fore-
cast a consolidated operating loss
of 150 billion yen, or about $1.7 bil-
lion, amid falling demand in the
U.S., Europe, Japan and other major
markets, as well as a strengthening
of the yen.

The downward revision under-
scores the rapid worsening of the
car industry since financial markets
were jolted in September. “It’s a
kind of emergency that we’ve never
experienced before,” Toyota Presi-
dent Katsuaki Watanabe said at a
news conference. “The environ-
ment surrounding us is extremely

Please turn to back page

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8519.69 -59.42 -0.69
Nasdaq 1532.35 -31.97 -2.04
DJ Stoxx 600 193.32 -3.11 -1.58
FTSE 100 4249.16 -37.77 -0.88
DAX 4639.02 -57.68 -1.23
CAC 40 3151.36 -74.54 -2.31

Euro $1.3934+0.0013 +0.09
Nymex crude $39.91 -2.45 -5.78
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Sir John Gieve’s admis-
sion that the Bank of Eng-
land didn’t spot the scale of
the credit bubble is a state-
ment of the blindingly obvi-
ous.

More interesting, if no
less obvious, is the com-
ment by the outgoing dep-
uty governor of the U.K. cen-
tral bank that the bank
needs powers to prevent cri-
ses by countering banks’
tendency to pile on risk,
and operate with less capi-
tal, when asset prices rise.

Sir John says one of the
reasons the bank failed to
prevent the crisis is that it
had just a blunt tool at its
disposal—interest rates. In
fact, U.K. authorities, along

with bank regulators every-
where, had the powers they
needed to take away the
punch bowl, including rais-
ing capital requirements or
restricting leverage.

That they didn’t do so
partly reflects a reliance on
the Basel II bank-capital re-
gime, which ascribed zero
risk to toxic mortgage secu-
rities. On the other hand,
crude leverage ratios that
don’t take account of asset
quality, as used in Switzer-
land, and statutory defini-
tions of business cycles are
blunter weapons than inter-
est rates.

Sir John’s remarks may
be a hint that he thinks the
U.K. should never have

hived ott responsibility for
banking supervision from
the central bank to the Fi-
nancial Services Authority a
decade ago. That may be
true. Even so, institutional
arrangements matter less
than the judgment of indi-
viduals. Plenty of countries
with different regulatory
structures failed just as
badly as the Bank of Eng-
land. That’s because regula-
tors were similarly blinded
by the same ideological fal-
lacy, as was recently ac-
knowledged by former U.S.
Fed Chairman Alan
Greenspan: They believed
bank executives could be
trusted to run their firms in
the interests of sharehold-

ers. So long as no regulator
makes that mistake again,
few new powers will be
needed. —Simon Nixon

Time was, adversity at
Toyota Motor was Detroit’s
opportunity. But Monday’s
profit warning from the Jap-
anese auto maker, citing
slowing car sales, is any-
thing but good news for its
American rivals.

Toyota’s shareholders
now fret over how safe its
dividend is. Shareholders of
General Motors wish that

was all they had to worry
about. Even with the White
House’s emergency loan and
even if labor and bondhold-
ers make big concessions,
GM must still contend with
a slack market.

Deutsche Bank analyst
Rod Lache calculates that if
fixed costs in GM’s North
American business fall 23%
by 2010, the company

would still need an overall
U.S. car market of 13 mil-
lion units that year to break
even—and that assumes its
market share holds steady.

This year, the seasonally
adjusted annual rate of light-
duty vehicle sales is bump-
ing around 10 million.
“Trend” U.S. light-vehicle
sales are often put at 15 mil-
lion or 16 million units. But

that trend is arguably
skewed by data from recent
years, when easy financing
boosted car sales.

Toyota’s warning adds to
this gloomy picture—and glo-
balizes it. Equity investors
who cheered Washington’s
intervention Friday—GM’s
stock surged 23%—still look
set to run out of road.
 —Liam Denning

Toyota’s pain isnogain for Americanrivals–this time

Irishbankswillneedmore
Has Christmas come

early for Ireland’s banks?
News of the Irish govern-
ment’s Œ5.5 billion ($7.7 bil-
lion) bailout for the coun-
try’s three biggest banks
sent shares in Allied Irish
Banks and Bank of Ireland
soaring. But investors may
have got carried away with
the festive spirit.

True, the bailout terms
are less onerous than
feared. Allied and Bank of
Ireland each are getting Œ2
billion in the form of sub-
ordinate preference shares
at a coupon of 8%, and An-
glo Irish Bank is getting
Œ1.5 billion at a coupon of
10%. That is much cheaper
than the 12% the U.K. gov-
ernment is charging its
banks. By taking prefer-
ence shares, the govern-
ment also has avoided di-
luting ordinary sharehold-
ers but still managed to
boost core Tier 1 capital.
In addition, the Irish gov-
ernment has offered to un-
derwrite an additional Œ1
billion capital raising each
for Allied and Bank of Ire-
land.

In return, the banks have
had to sign up to new agree-
ments to boost lending to

small businesses and have
had to surrender some con-
trol to the government. The
state is taking 25% of the
voting rights at Allied and
Bank of Ireland, but only on
major decisions such as fu-
ture capital raising. At An-
glo, the weakest of the
three, it will take 75% of vot-
ing rights, giving it effec-
tive control. However, no
bank executives are to lose
their jobs.

Even so, this bailout is
unlikely to do more than
provide short-term relief.
The bailout package is set
to boost core Tier 1 ratios
to between 7.5% and 8%,
close to the benchmark
8.5% for recapitalized Euro-
pean banks. But the total
still falls well short of the
Œ13 billion that NCB esti-
mates is required to main-
tain core Tier 1 ratios at 6%
by 2011, should property
markets experience the sort
of decline seen in 1991-1993.
Asset sales that might net
Allied another Œ1.5 billion
would help, but as the reces-
sion in Ireland and the U.K.
looks set to be deep and
long, more capital raising
by the banks is almost inevi-
table.

—Sean Walters

harsh.”
Mr. Watanabe said the rapidly

changing market conditions make it
difficult to predict how well Toyota
will do in the coming fiscal year.
“It’s not yet possible to tell where
the market’s bottom will be,” he
said.

The recent pleas from the Big
Three U.S. auto makers for a bailout
from Washington have kept the
spotlight on Detroit. But Toyota’s
forecast of an operating loss indi-
cates auto makers of every stripe
are facing extraordinary chal-
lenges.

Like the U.S., Europe and Japan
are experiencing steep decline in
new-vehicle sales. Sales in Japan
are expected to hit a 31-year low
next year. Western and Central Euro-
pean sales fell 26% in November and
are down 7% so far this year.

Once-booming emerging mar-
kets are also in decline. Auto sales
in China have fallen in recent
months. Russian sales fell 15% last
month, prompting Ford Motor Co.
to halt production at a plant in St.
Petersburg and Renault SA to shut a
Moscow plant for two weeks this
month.

Auto sales in Brazil—thought to
be the one industry bright spot—
plunged 25% last month from a year
earlier and dropped almost 26%
from October.

The declines are now hitting
auto companies’ bottom lines.
Honda Motor Co., which like Toyota
has been one of the industry’s
steadiest profit-producers, last
week slashed its earnings outlook,
saying it now expects net profit of
185 billion yen in the year ending
March 31, down from a previous
forecast of 550 billion yen. The fore-
cast implies a significant loss in its

fiscal second half because it made
370 billion yen in the first half.

“It is pretty obvious that the glo-
bal economy is following the U.S.
economy down and nobody is left un-
touched by this,” said Aaron Brag-
man, an analyst at IHS Global Insight.

Founded in 1937, Toyota has re-
ported an operating profit every
year since. For the current fiscal
year, it expects net income of 50 bil-
lion yen, helped by interest income
and dividends from affiliates. That’s
less than a tenth of its previous fore-
cast of a 550 billion yen profit, and a
fraction of the 1.72 trillion yen it
posted in the year-earlier period.

The grave forecast by Japan’s
flagship exporter and corporate bell-
wether will likely have ripple ef-
fects throughout the nation’s ex-
port-dependent economy.

On Monday, Japan said exports
dropped by their sharpest rate on
record in November, due mainly to
falling shipments of cars and car
parts to the U.S. and Europe. Also
Monday, Japan described the econ-
omy as “worsening” for the first
time in almost seven years, due to
the deterioration of many economic
sectors at an exceptionally high
pace.

Toyota, like other major Japa-
nese exporters, has been hurt by the
yen’s sharp gains. A strong yen
means sales in dollars and euros are
worth less on Toyota’s books. On
Monday, Toyota said it expects the
dollar to be worth 93 yen on average
through the company’s fiscal sec-
ond half. Toyota predicts the euro
will be worth 123 yen. The dollar
was at 89 yen in Monday in Asia,
while the euro was just under 126
yen.

Toyota also reduced its revenue
projection to 21.5 trillion yen from
23 trillion yen. The reduction is in

line with a cut in its estimate for its
global vehicle sales to 7.54 million
units in the fiscal year, down 8.5%
from its previous projection of 8.24
million units.

Some of Toyota’s most pressing
concerns come from the U.S., its
largest market and home to six of its
assembly plants. For most of the de-
cade, Toyota was growing rapidly in
the U.S. In 2005 it added a plant in
San Antonio as part of a push into
full-size trucks, one of the few re-
maining segments of the U.S. mar-
ket dominated by Detroit.

Because of the steep drop in new-
vehicle sales, especially trucks, Toy-
ota has had to idle that plant and at
least one other. In keeping with its
corporate culture, it hasn’t laid off
workers but instead has them at-
tend seminars aimed at boosting
their skills and make improvements
to their work areas.

Mr. Bragman, the IHS analyst,
said Toyota is dealing with the same
issue as Detroit’s auto makers:
“They have too much capacity.”

“We are looking at every project
we are involved with” to cut costs,
said Toyota spokesman Irv Miller.
That could include combining pro-
duction of vehicles into a single
plant or reviewing the viability of a
particular product in all regions,
Mr. Miller said, declining to be more
specific.

Toyota has canceled its 2009
gathering of U.S. dealers. These
meetings are usually lavish affairs.
The recent 2008 meeting in Las Ve-
gas featured entertainment by musi-
cians Sheryl Crowe and Santana.

Several months ago, Mr. Wa-
tanabe, Toyota’s president, created
an emergency committee to assess
ways to save cash. One result was to
delay opening the company’s eighth
U.S. assembly plant, a Mississippi
factory that was slated to begin pro-
duction of the top-selling Prius hy-
brid vehicle in May 2010. Earlier
this month, the company said it
would delay completing the factory
indefinitely.

Like all manufacturers, Toyota

has slathered on heavy incentives
to try to boost sales, with its annual
end of the year “Toyotathon,” but
such marketing moves are doing lit-
tle to motivate consumers to make a
large purchase in the current eco-
nomic climate. Dealers say tight
credit and low consumer confi-
dence are keeping buyers away
from showrooms and threatening
to damp car sales in the coming
year. John Bergstrom of Bergstrom
Automotive in Wisconsin said con-
sumer confidence is so low “it’s al-
most like they need permission to
buy something.”

The slowdown hits Toyota just
as the company had accelerated its
drive into the U.S. market adding
new assembly plants and new mod-
els. Earlier this month, Mr. Wa-
tanabe attended the opening of the
company’s newest North American
plant in Ontario, Canada, that was
slated to produce 150,000 RAV-4
cross-over vehicles.
 —Juro Osawa

contributed to this article.

Continued from first page

Blunt tools for bankers

Euro-zone factory orders collapse

Toyota’s fortunes take turn for the worse as car sales sink

Sir John Gieve says the U.K.
failed to forestall the crisis.
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rent level of 2.5%. The central bank
next meets Jan. 15.

Daniele Antonucci, an econo-
mist at Merrill Lynch, said the euro-
zone manufacturing sector was
likely to deteriorate in the fourth
quarter and beyond. “The deterio-
rating export picture also tends to
support this scenario,” he said. “We
expect industrial production to con-
tract outright in both 2009 and
2010.”

Month to month, industrial or-
ders fell 4.7% in October compared

to September, according to Euro-
stat.

The IfW institute, one of coun-
try’s main economic think tanks,
said the country could be facing its
worst recession since World War II.
The institute predicted a contrac-
tion of 2.7% for all of 2009—a sharp
reversal from its previous forecast
of 0.2% growth for the period. The
institute also trimmed its 2008
growth forecast to 1.5% from 1.9%.

Other data released Monday
showed forward-looking German
consumer confidence remained

weak but stable for January. That
did little to change the downward
trend of forecasts.

“The outlook for the economy re-
mains bleak,” Maryse Pogodzinski,
a Paris-based economist for JPMor-
gan, said in a note. “All experts and
officials are now assuming that the
German economy will shrink next
year, but the magnitude of the con-
traction still remains quite uncer-
tain.”
 —Alessandro Torello

and Monica Houston-Waesch
contributed to this article
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Belgian premier’s resignation accepted
Fortis bailout adds
to complications
in choice of successor

Glaxo election funding
to end in U.S., Canada
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By John W. Miller

BRUSSELS—Belgium’s King Al-
bert II is searching for a leader to
steer this bitterly divided country, af-
ter accepting on Monday the resigna-
tion of Prime Minister Yves Leterme
in the wake of a bank bailout scan-

dal.
Mr. Leterme, 48 years old, of-

fered to step down on Friday, after
the country’s supreme court ac-
cused his government of trying to
sway a court case involving the bail-
out of Belgian-Dutch bank Fortis NV,
one of the earliest bailouts in the glo-
bal financial crisis.

Since then, the king has wel-
comed a parade of politicians to his
castle in suburban Brussels, as he
tries to find a compromise replace-
ment. The front-runners are mostly
members of Mr. Leterme’s Christian

Democrat party from Belgium’s
mainly Dutch-speaking north:
former prime minister Jean-Luc De-
haene, parliamentary speaker Her-
man Van Rompuy and party leader
Marianne Thyssen.

As on previous occasions—Mr. Le-
terme offered his resignation in July,
but the king asked him to stay on—
finding an alternative capable of as-
sembling a government in Belgium’s
fragmented political landscape is
proving difficult.

The king told Mr. Leterme on
Monday that he plans to announce

the new prime minister this week,
said a spokesman for Mr. Leterme,
who remains prime minister until a
replacement is found.

Belgium has been seeking politi-
cal stability since national elections
in June 2007. Mr. Leterme and his
Christian Democrat party won a plu-
rality of votes. But he needed nine
months to assemble a governing coa-
lition.

In October, Mr. Leterme tried to
save Fortis’s Belgian banking and in-
surance businesses—the govern-
ment owns 49% of the banking opera-

tions, but none of the insurance
arm—by agreeing to sell them to
France’s BNP Paribas SA for Œ14.5
billion ($20 billion). The insurance
arm of Fortis, however, still belongs
to publicly traded Fortis NV, and mi-
nority shareholders filed a court
challenge to the sale, which BNP
wants as a package deal.

BNP Paribas says it still hopes to
complete the purchase of Fortis’s Bel-
gian operations. Mr. Reynders, the fi-
nance minister, has said the govern-
ment would improve the terms for
Fortis shareholders if necessary.

Capital One Financial Corp.’s
roll rate, or the percentage of card-
holders who go from late on their
payments to not making them at all,
reached 39% in the third quarter, up
from 32% a year earlier. Discover Fi-
nancial Services Inc.’s roll rate
climbed to 34% in the third quarter,
up from 28% a year earlier. A Dec. 11
Money & Investing article on credit-
card holders who fall behind on
their payments gave incorrect data
for each company.

By Peter Loftus

GlaxoSmithKline PLC said Mon-
day it will no longer use corporate
funds for political contributions as
part of an effort to improve open-
ness in its business.

The U.K.-based drug maker in the
past has made direct corporate con-
tributions to political candidatespri-
marily in the U.S. and Canada. Glaxo
has donated more than $585,000 in
the U.S. this year and 58,000 Cana-
dian dollars last year in Canada,
spokeswoman Sarah Alspach said.
Those contributions will now stop.

“We need to ensure that there is
no implication whatsoever that cor-
porate political contributions pro-
vide us with any special privileges,”
Glaxo Chief Executive Andrew Witty
said in a statement.

The policy change won’t apply to
individual employee’s contribu-
tions, including a voluntary politi-
cal-action committee, or PAC, run
by Glaxo employees, Ms. Alspach
said. Glaxo stopped making corpo-

rate political contributions in Eu-
rope in 2001, she said.

Major pharmaceutical compa-
nies have taken steps in recent
years to try to be more transparent
about their businesses, including
posting information about clinical
trials and political donations on
company Web sites. Some compa-
nies also are planning to post data
on payments to doctors.

As a group, pharmaceutical in-
dustry workers and their PACs have
been big contributors to U.S. con-
gressional and presidential candi-
dates. In the 2008 election cycle, the
industry contributed $14 million, ac-
cording to the Center for Respon-
sive Politics, a Washington organiza-
tion that tracks contributions.

Glaxo employees and affiliated
PACs gave $1.1 million in the 2008
election cycle, ranking third behind
Pfizer Inc. and Amgen Inc., accord-
ing to the center, which operates the
Web site opensecrets.org.

Separately Monday, Glaxo re-
ported positive mid-stage results in
key additional indications for a
drug seen as a successor to top-sell-
ing Advair. The new asthma drug, an
inhaled long-acting beta agonist
known as LABA 444, showed an in-
crease in lung function in patients
suffering from moderate to severe
chronic obstructive pulmonary dis-
ease, the company said.

LABA444,whichGlaxoisdevelop-
ingwithU.S.biopharmaceuticalpart-
ner Theravance Inc., achieved better
results than a placebo drug, meeting
the goals for the Phase 2b trial. The
company said that it didn’t show an
increased average heart rate, a com-
mon side effect of beta agonists.

Advair achieved sales of $5.7 bil-
lioninthefirstninemonthsoftheyear.

Also Monday, GlaxoSmithKline
said it will pay Bristol-Myers Squibb
Co.around$36.5millionforitsBristol-
Myers Squibb Pakistan Ltd. unit and
certain associated trademarks.
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Parkes ‘invested in something in good faith, and now it turns around and bites us,’
says John Magill, who serves as the Australian town’s deputy mayor.

long, hard ride,” says Mr. McCor-
mack, 60 years old, who has run the
Parkes council for 18 years.

The linkage between Messrs. Mc-
Cormack and Gahan demonstrates
how far a vast superstructure of
credit derivatives such as synthetic
CDOs, built up over the past de-
cade, has spread the risk of lending
to U.S. companies—and how far the
pain is likely to reach. They are
called derivatives in part because
they don’t entail any direct invest-
ment into companies. Rather, they
are more like side bets on the com-
panies’ fortunes.

Global investors have already in-
curred billions of dollars in losses
on derivative investments tied to
U.S. subprime mortgages, but many
more—including towns, charities,
school districts, pension funds, in-
surance companies and regional
banks—put money into synthetic
CDOs that insure the equivalent of
trillions of dollars in mostly U.S. cor-
porate debt.

Synthetic CDOs are vulnerable
at this stage in the financial crisis,
because of the way they work. They
generate income by selling insur-
ance against bond defaults, typi-
cally on a pool of 100 or more compa-
nies. One way they do so is by enter-
ing into contracts known as “credit-
default swaps.” Investors, such as
the town of Parkes, receive regular
payments from buyers of
the credit-default swaps,
which are usually banks or
hedge funds. But in return
for the income, investors
agreed to make huge pay-
ments in what was seen as a
highly unlikely event: a
wave of corporate defaults
greater than any experi-
enced in the previous two
decades. Now, though, as fi-
nancial firms implode and
a slump in consumer spend-
ing hits retailers and manu-
facturers, that event is starting to
happen.

As a result, synthetic-CDO deals
are poised to trigger a massive trans-
fer of wealth from investors such as
Parkes to hedge funds and the trad-
ing units of big investment banks.
By various estimates, the amount of
money set to change hands could be
anywhere from tens of billions to
hundreds of billions of dollars.

To some extent, this is how
credit derivatives were supposed
to work, and the reason many aca-
demics and policy makers, includ-
ing former U.S. Federal Reserve
Chairman Alan Greenspan, saw the
market’s breakneck growth in re-
cent years as a positive develop-
ment. Their thinking: By connect-
ing the fortunes of investors every-
where, and by transferring the risk
of lending to those who want it, de-
rivatives can act as shock absorb-
ers when one part of the world gets
into trouble, making the global
economy less volatile.

But some say that many public-
sector and nonprofit organizations
that invested in synthetic CDOs
didn’t understand the risks they
were assuming.

“A lot of people shouldn’t have
been buying these investments in
the first place,” says Greg Med-
craft, former global head of securiti-
zation at French bank Société
Générale. Earlier this year, Mr. Med-
craft became chairman of finance
at the town council of Woollahra, a
Sydney suburb that had invested
heavily in synthetic CDOs. “We’ve
got to learn some lessons from
what’s happening,” he says.

Investors are now scrambling to

get out of synthetic CDOs by buying
default insurance, causing prices to
rise. As of Dec. 19, the average an-
nual cost of five-year insurance on
$10 million in North American in-
vestment-grade companies had
reached $261,170, up from $199,380
a month earlier, according to data
provider Markit. That, in turn,
helps drive up the cost of borrow-
ing for all kinds of companies,
which must consider the cost of de-
fault insurance when gauging how
much interest they will pay on
newly issued bonds.

As synthetic CDOs run into trou-
ble, investors are popping up in un-
expected places. In Singapore, hun-
dreds of individuals, including retir-
ees, who bought these notes were
recently told they were unlikely to
get any of their money back. In Wis-
consin, five school districts that
put a combined $200 million into
synthetic CDOs in 2006 now face
budget shortfalls due to write-
downs on those investments. Bel-
gian bank KBC recently took a Œ1.6
billion ($2.23 billion) write-down
on synthetic-CDO investments. Aus-
tralian town councils invested
nearly A$600 million in synthetic
CDOs, according to a government
report.

The most popular type of syn-
thetic CDO is known as a mezzanine
deal. Bankers engineered them to
provide the highest possible return

while still garnering gold-
standard credit ratings.
They typically paid about a
percentage point more
than a portfolio of simi-
larly rated corporate
bonds. But one feature
made them a lot riskier: If
losses to defaults rose
above a certain threshold—
typically between 3% and
6% of the underlying pool
of debt—the investors
would lose all their money.

Because synthetic
CDOs are private transactions, no-
body knows how many are out
there. Morgan Stanley estimates as
much as $400 billion in mezzanine
securities are outstanding.

To better understand how inves-
tors found themselves in their pre-
dicament, it helps to take a look at a
synthetic CDO called Torquay—
named after a small township in
Australia’s Victoria state. Torquay
was born during the credit boom in
2006, when people were hungry for
investments that could provide a lit-
tle extra yield.

An arm of J.P. Morgan Chase &
Co. won a mandate from an Austra-
lian bank called Grange Securities
to put together Torquay. J.P. Mor-
gan pioneered the use of credit de-
rivatives in the early 1990s. People
close to the bank say J.P. Morgan
earned revenues of $400 million to
$500 million from synthetic CDOs
in 2006.

J.P. Morgan and other invest-
ment banks typically paired with lo-
cal financial institutions to market
synthetic CDOs in Australia, where
small investors such as the town of
Parkes make up a large part of the
market.

For most of its existence, Parkes
had been far off investment bank-
ers’ radar. Founded as a mining
town in 1883, Parkes depends
largely on income from farming,
with fields of wheat, barley, canola
and sheep-grazing land spreading
out across surrounding hills.
Parkes’ main point of contact with
the global community has been the
Parkes Observatory, a giant radio
telescope installed in a sheep pad-
dock outside town. In 1969, the tele-

scope transmitted images of Neil
Armstrong’s first steps on the
moon, an event that earned Parkes a
starring role in the 2000 movie
“The Dish.”

True to the conservative ethic of
constituents, Parkes officials say
they were careful with the surplus
income they set aside for major
projects. Bob Bokeyar, who served
as the council’s finance manager for
more than two decades ending last
year, says he typically invested
money in Australian bank deposits
for periods of no more than a year, to
make sure it would be available
when needed. “If we lost one cent,
that was a cent too much,” says Mr.
Bokeyar.

By 2006, Parkes had become an
avid investor in highly rated syn-
thetic CDOs, buying them from
banks including Grange. Each year,
Grange put up a few thousand Aus-
tralian dollars to sponsor a carnival
in Parkes, with teams coming from
all over the state of New South
Wales. “It got onto very familiar
terms,” says Mr. McCormack. “It
was all first name, pick up the
phone, got something for you.”

In June of 2006, Grange sales-
woman Jill May sent Mr. Bokeyar
an email suggesting Parkes put
A$1.5 million into Torquay notes.
The email ticked off Torquay’s bene-
fits: A return of 1.2 percentage
points above the Australian bank
borrowing rate, a double-A credit
rating from Standard & Poor’s and a
“superior” portfolio of companies.

Investors in Torquay bought se-
curities that acted largely like
bonds, but generated income by
providing insurance on a pool of
corporate debt. If losses to defaults
in that pool, which contained 150
companies, reached 3.3%, investors
would begin to lose the money they
had put up. And if losses reached
4.1%, the investors would be wiped
out completely.

Ms. May declined to comment. A
Grange salesman who worked with
Ms. May said they would typically
provide full information on the in-
vestments’ risks, either in personal
presentations or conference calls.
Grange, a privately held firm, was
bought in 2007 by Lehman Broth-
ers Australia Ltd., which filed for
bankruptcy earlier this year. The ad-
ministrator for Lehman Brothers
Australia declined to comment on
Grange.

Mr. Bokeyar says he did get other
presentations on CDOs from
Grange, but doesn’t remember
whether that happened with
Torquay.

He thinks the Grange salespeo-
ple he dealt with who were “selling
these things believed in them. The
S&P ratings were higher that those
of the major banks in Australia.”

An S&P spokesman said the
firm’s original rating on Torquay
notes in 2006 reflected its “opinion
of creditworthiness given the infor-
mation we had at the time.”

Torquay was a huge success for
its creators, selling some A$95 mil-
lion in notes to Australian inves-
tors. J.P. Morgan’s expected income
over the life of the seven-year deal
would have been worth more than
A$6 million, compared to less than
a million for a typical bond issue of
similar size, according to people fa-
miliar with such transactions.

About A$2 million of that would
go to Grange for acting as the under-
writer and distributor. About an-
other A$100,000 would go to Stan-
dard & Poor’s for rating the deal.
Lion Capital Management, the firm
appointed to manage the portfolio,

would get close to A$1 million.
Meanwhile, the investors, who took
on almost all the risk, would re-
ceive payments worth a total of
about A$7.5 million.

A spokesman for JP Morgan said
its direct client, Grange, “was a so-
phisticated client” that specified
what it wanted in the investment
product. The spokesman said J.P.
Morgan’s revenue from the deal was
“considerably less” than A$6 mil-
lion, but declined to give an exact
number.

Around 2006, in Manhattan, Mr.
Gahan sensed an opportunity. In-
vestment bankers’ efforts to mar-
ket synthetic CDOs had been so suc-
cessful that they had pushed the
cost of default insurance to record
lows. For example, in mid-2006 he
could buy five-year insurance on
$10 million of debt issued by bond
insurer MBIA Inc. for about
$30,000 a year, less than half the
amount he would have paid a year
earlier.

Mr. Gahan joined the invest-
ment firm ICP, where in July 2006
he launched a hedge fund
with $10 million in capital.
Starting around February
2007, he bought default in-
surance on dozens of com-
panies.

Through Torquay,
Parkes had sold insurance
on many of the same com-
panies.

As market turmoil be-
gan to claim financial
firms such as Lehman
Brothers, the companies
frequently turned out to be in
Torquay’s portfolio. Torquay was
hit by five of the seven major de-
faults that have occurred in 2008:
Lehman, Washington Mutual, Fred-
die Mac and Icelandic banks
Kaupthing and Glitnir.

Meanwhile, the price of default
insurance on companies widely
used in synthetic CDOs suggests cu-
mulative losses to defaults could
rise to more than 10% over the next
five years. That would wipe out al-
most all of Parkes’ investments in
various synthetic CDOs, as well as a
large portion of all the synthetic
CDO deals currently outstanding
globally.

“It worries the life out of me,”
says Mr. Bokeyar.

In November, Standard & Poor’s
lowered its rating on Torquay notes
to triple-C-plus, a “junk” rating.
Nearly a quarter of the synthetic-
CDO securities that started with in-
vestment-grade credit ratings from
S&P have already been cut to junk,
according to data from the rating
firm.

“This isn’t what investors, and
the professionals that created
these products, envisioned or

wanted to happen,” says Mark Adel-
son, chief credit officer at Standard
& Poor’s.

Mr. Gahan has already profited
from the malaise. The hedge fund
he helps manage, known as the Stra-
tegic Credit Income Fund, has
grown to $250 million through
both investment gains and an in-
flux of client money. The cost of $10
million in insurance on MBIA alone
has risen to more than $1 million a
year, as more investors bet on the
likelihood of default.

“I would say we just had common
sense and were able to maintain it
and see some of the opportunities
that were right in front of us,” he
says

Instead of waiting for the actual
defaults to happen, Mr. Gahan has
realized his gains by reselling the in-
surance on the companies in
Torquay at the new, higher price. If,
for example, he bought five-year in-
surance on $10 million in MBIA
debt for $30,000 a year at the begin-
ning of 2007, then resold the same
insurance for $1 million a year now,

he would reap a profit of
about $2 million—the
equivalent of about
$970,000 a year for the
three remaining years of
the contract, plus some ad-
justments.

He sold his positions to
several Wall Street dealers,
including J.P. Morgan, that
act as the main intermediar-
ies in the default-insurance
market.

Mr. McCormack, for his
part, is still holding out hope that
the level of defaults will remain be-
low 3.3% and Parkes will get its
money back. The town has recog-
nized a A$7 million loss on its
A$13.5 million in synthetic-CDO in-
vestments made through Grange.

The losses come at a tough time.
The region, which is heavily depen-
dent on agriculture, has for the
past seven years been in a drought.
Many farmers haven’t had a decent
crop in years, says John Magill, 66,
whose family has cultivated wheat,
barley and canola on 1,200 hectares
near Parkes since 1947.

Parkes “invested in something
in good faith, and now it turns
around and bites us at a time when
rural Australia is already hurting
greatly,” said Mr. Magill, who also
serves as deputy mayor of Parkes.

The council had been hoping to
spend about $18 million on a new
water-treatment plant. Now,
though, says Mr. McCormack,
those plans will probably have to be
put on hold.

“If it all unravels, there will be
tough decisions to be made here,”
he says.

 —Neil Shah contributed to this
article.
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TNK-BP revamps board
in effort to break deadlock

AIG to sell U.S. unit to Munich Re
Reinsurer to pay
about $742 million
for HSB Group

LEADING THE NEWS

American International Group
Inc. sold its specialty insurer unit
HSB Group for about $742 million to
Germany’s Munich Re, a further
step in the Munich-based reinsur-
er’s effort to grow more profitable
in the key U.S. market.

The transaction marks AIG’s
first big divestiture as it seeks to
pay back as much as $60 billion in

loans it received as part of its Sep-
tember rescue by the U.S. govern-
ment.

The price is well below the $1.2
billion AIG paid to acquire HSB in
2000 and underscores the leverage
buyers have in negotiating for even
AIG’s most prized businesses.

As it seeks to dispose of assets to
repay its loans, AIG faces the dual
burden of its own weakness and a de-
pressed economic environment that
has made it difficult for potential
buyers to raise money.

As time ticks away without ma-
jor deals, it could become harder for
AIG to maintain the value of both
the businesses it is trying to sell, as
well as those it is trying to preserve,
according to some observers. That
could affect U.S. taxpayers, who

own 80% of the company as a result
of the rescue.

“The longer it takes, the greater
the franchises are going to be dam-
aged, and the greater the haircut
AIG is going to have to take,” said
Rob Haines, an analyst at Credit-
Sights, an independent debt-re-
search firm.

The $742 million price tag is a
preliminary one and is pegged to
1.25 times HSB’s equity capital at
the end of the third quarter under
U.S. accounting standards. The final
acquisition price for HSB will be de-
termined when the deal closes and
will be based on the company’s eq-
uity capital at the end of the first
quarter of 2009, Munich Re said.

Founded in 1866 in Hartford,
Conn., HSB is considered one of the
world’s leading specialty insurers
and reinsurers. It insures steam boil-
ers, mechanical and electrical equip-
ment for customers around the
world. It also offers inspection ser-
vices and engineering consulting.

Munich Re, one of the world’s
largest reinsurers by gross pre-
mium income, said the acquisition
will be funded entirely from cash
and won’t affect a planned share-
buyback program or the planned
2008 dividend of Œ5.50 ($7.66) a
share. It said HSB’s Œ1.2 billion port-
folio doesn’t contain any assets tied
to subprime mortgages.

Munich Re said HSB fits well
with an effort it announced in 2007
to boost profitability in the U.S. It
has already acquired a number of
highly profitable U.S. primary insur-

ance players, among them The Mid-
land Co., for $1.3 billion in October
2007 and health-care insurer Ster-
ling Life Insurance Co. for $352 mil-
lion in December 2007.

AIG said in October that HSB
would be among the assets it would
sell to pay back the U.S. govern-
ment. AIG has several years to repay
its loans but is trying to dispose of
businesses as quickly as possible,
both to free itself from the interest
it is paying to the government and
to avoid further deterioration in the
assets’ value.

Even though most of AIG’s units
weren’t linked to the risky invest-
ments that nearly caused the
group’s bankruptcy, many of these
businesses have come under pres-
sure. Since AIG’s rescue, dozens of
its executives and underwriters
have jumped to rivals, sales of key
products at home and overseas have
fallen, and investment losses have
mounted.

An AIG spokesman said the com-
pany has had a handful of senior ex-
ecutive departures but that, overall,
it has maintained management con-
tinuity during an unsettled period.

The insurer still faces serious
challenges even after the govern-
ment supplied extra breathing room
by easing the bailout terms last
month. The government agreed to
cut the interest rate on the loan and
to extend the maturity from two
years to five.

The company has released few
details of its insurance units’ results
beyond third-quarter numbers. It

has acknowledged pressures on vari-
ous operations around the world.
AIG is expecting to raise the bulk of
the tens of billions it will need to re-
pay taxpayers by selling some of its
valuable life-insurance units
around the globe.

Those units are losing business
in Japan—a particularly important
market for AIG—and elsewhere, ac-
cording to a company filing with the
Securities and Exchange Commis-
sion last month. Banks in Japan
have largely stopped selling some
products from AIG’s largest unit
there, known as Alico.

“A number of those banking rela-
tionships have been put in a sus-
pended mode,” said Rodney Martin
Jr., AIG’s chief operating officer
world-wide for life insurance, which
includes retirement services.

The eased bailout terms for AIG
have generated “some relief among
buyers and brokers” regarding
AIG’s insurance entities, said Dave
Bradford, head of research and edi-
torial at Advisen Ltd., which tracks
the insurance industry.

Still, relationships are important
in selling commercial insurance,
and in recent months, more than
two dozen executives and under-
writers have left AIG to join rivals,
including major competitors for
commercial insurance, according to
Advisen Ltd. Zurich Financial Ser-
vices AG has lured away at least
three AIG executives since the bail-
out.  —Leslie Scism

and Klaus Brune
contributed to this article.

By Matthew Karnitschnig,
Liam Pleven and Dana Cimilluca

By Kathy Shwiff

NEW YORK—Fortress Invest-
ment Group LLC won’t pay a
fourth-quarter dividend, saying it
will use the capital for investing or
operations.

The firm, which has more than
$30 billion under management in
private-equity and hedge funds,
also chose not to pay a third-quar-
ter dividend. In the second quar-
ter, it paid a dividend of 22.5 cents
a share.

Fortress has been hit by the
market turmoil as investors de-
mand their money back from the
$1.5 trillion global hedge-fund in-
dustry.

Big-name hedge-fund man-
agers have been forced to put up
what are known as “gates” that
slow redemptions or stop them al-
together. Fortress did so earlier
this month on its largest hedge
fund: the $7.2 billion Drawbridge
Global Macro Fund, which lost
2.3% in November and was down
about 23% for the year, according
to investors.

Last month, Fortress reported
a wider third-quarter loss and a
25% drop in revenue as one analyst
warned that the firm could violate
a debt covenant next year.

Fortress’s shares were at $1.10,
down five cents, in late morning
trading Monday. The stock price
has fallen more than 90% in the
past year.

Hedge-fund firm
Fortress drops
quarter’s dividend

ASSOCIATED PRESS

BANGKOK—Thailand’s revered
monarch Monday called on the
new government to make peace a
priority, ending a long silence on
months of unrest that culminated
in a siege of Bangkok’s airports.

The ailing 81-year-old King Bhu-
mibol Adulyadej spoke with a
hoarse voice as he presided over a
swearing-in ceremony for the cabi-
net led by Prime Minister Abhisit Ve-
jjajiva. When Mr. Abhisit was se-

lected by Parliament last week, he
became Thailand’s third leader in
four months. His cabinet was un-
veiled Saturday.

King Bhumibol, who has occu-
pied the throne for six decades, has
historically been the country’s sole
unifying figure in times of crisis. He
wields significant moral authority
and Thais have long looked to him to
guide the country, even though he is
a constitutional monarch with few
real powers.

Thai king swears in new premier

By Alexander Kolyandr

And Jacob Gronholt-Pedersen

LONDON—The shareholder dis-
pute that for months has wracked
BP PLC’s Russian venture came
closer to resolution Monday when
the venture’s traded subsidiary
elected a new board and amended
its charter. A new chief executive
could be named by year end.

The new board of TNK-BP Hold-
ing OAO includes four representa-
tives each from BP and its group of
Russian partners, AAR. The new
board also has an independent direc-
tor to “help avoid possible board
deadlock in the case of differences,”
TNK-BP said.

The independent director, David
Lasfargue, was elected chairman of
TNK-BP Holding, a person close to
the venture said. Mr. Lasfargue, a
Frenchman, also is head of the Mos-
cow office of the international law
firm Gide Loyrette Nouel.

The changes at TNK-BP Holding

are part of a deal that would end
months of conflict between BP and
AAR, which includes three Soviet-
born billionaires—Mikhail Frid-
man, Len Blavatnik and Viktor Vek-
selberg. BP and AAR, each of which
owns 50% of the venture, bickered
publicly over strategy at TNK-BP,
Russia’s third-biggest oil producer.
The row climaxed in July when ven-
ture CEO Bob Dudley fled Russia,
complaining of harassment.

Other moves to resolve the dis-
pute are expected in the coming
days. They include the naming of a
new chief executive to succeed Mr.
Dudley. People close to the company
said that will be Denis Morozov,
former head of Russian miner OAO
Norilsk Nickel.

“The management of the com-
pany now looks forward to proceed-
ing under the new governance model
as we move to the next phase of the
company’s evolution,” TNK-BP Act-
ing Chief Executive Tim Summers
said in a prepared statement.
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Makassar, Indonesia

I
N JANUARY, Stanford Univer-
sity is conducting a $60,000-a-
head journey around the
world by private jet to com-
memorate the 150th anniver-

sary of the publication of Charles
Darwin’s “On the Origin of Species.”
Taking in the Galapagos Is-
lands and other sites of Mr.
Darwin’s research, the trip
is one of several big events
planned world-wide to
honor him as the father of
evolutionary theory.

But a vocal group of revi-
sionists—including a British
cockroach expert, a former
BBC journalist and a human-
rights lawyer—say the spot-
light should be on another
man: Alfred Russel Wallace.

Mr. Wallace, a naturalist
who spent many years col-
lecting bird and insect specimens in
the jungles of Indonesia, was famed
in the Victorian era as the co-discov-
erer with Mr. Darwin of evolution by
natural selection. But his reputation
languished in the mid-20th century
as scholars focused their attention
on Mr. Darwin. More recently, sev-
eral books have attempted to resusci-
tate Mr. Wallace’s name, and most
mainstream scientists now regard
him as the co-founder of modern
evolutionary theory.

Hardcore Wallace backers say
that isn’t good enough. In a new
book, “The Darwin Conspiracy: Ori-
gins of a Scientific Crime,” Roy
Davies, a former producer of sci-

ence programs for the BBC, accuses
Mr. Darwin of stealing ideas about
evolution from Mr. Wallace—who
was corresponding with him from
Indonesia—and passing them off as
his own. “Once you change the focus
from Darwin to Wallace, you start to
realize what a genius Wallace was,”

Mr. Davies says.
David Hallmark, a British

lawyer who has retraced Mr.
Wallace’s travels in South-
east Asia, wants to prove
Mr. Darwin was an aca-
demic cheat. He has hired a
specialist in plagiarism soft-
ware to compare Mr. Dar-
win’s and Mr. Wallace’s ex-
tensive published papers
and letters. He plans to sub-
mit the findings to a Euro-
pean plagiarism conference
early in 2009.

Mr. Hallmark, like many
of Mr. Wallace’s most ardent sup-
porters, revels in provoking angry
reactions from the mainstream sci-
entific community, where Mr. Dar-
win is revered. Mr. Hallmark was
the keynote speaker at a conference
this month on Mr. Wallace in Indone-
sia, which has embraced the natural-
ist as one of its own and is trying to
promote him in advance of next
year’s Darwin celebrations.

“There’s a suspicion of plagia-
rism, and a more detailed examina-
tion will prove it,” Mr. Hallmark told
the audience of scientists. “I’m very
glad Darwin never came to visit [In-
donesia]. I hope you would have
turned him away,” he said, eliciting

enthusiastic applause from Indone-
sian participants, but frowns among
some Western scientists.

Chris Austin, head of the science
school at Charles Darwin University
in the city of Darwin, Australia, dis-
puted Mr. Hallmark’s allegations of
plagiarism. But he acknowledged
the strong pro-Wallace sentiment in
the room. “Perhaps I was very fool-
ish to come,” he joked.

Indeed. Mr. Davies’s British pub-
lisher has even suggested that Dar-
win—the Australian city—change
its name to some derivation of Mr.
Wallace’s. The city, named by a
former shipmate of Mr. Darwin’s on
his renowned exploration vessel,
the HMS Beagle, rejected the idea.

The Darwinian academic estab-
lishment—which has produced a
huge amount of scholarship on their
man over the past 50 years—is not
amused by the Wallacites’ antics.

The charges of plagiarism are
“trumped up,” bristles James
Moore, a professor at Britain’s Open
University and a Darwin biogra-
pher. He notes that Mr. Wallace him-
self, who later dedicated his own
book, “The Malay Archipelago,” to
Mr. Darwin, didn’t think he had been
plagiarized.

Peter Raby of Cambridge Univer-
sity, a Wallace biographer, says the ac-
ademic community has treated his
subject unjustly as a footnote to Mr.
Darwin’s career. But he also believes
it is unlikely that Mr. Wallace gave Mr.
Darwin sufficient clues to help him
complete his evolutionary cogitating.

The long-running dispute over

who influenced whom dates back to
the mid-1850s, when Mr. Wallace be-
gan corresponding with Mr. Darwin.
In 1858, Mr. Wallace wrote a crucial
letter from the Indonesian island of
Ternate to Mr. Darwin in England,
outlining his theory of evolution. Mr.
Wallace concluded that environmen-
tal stress explained why species
evolved over time and some died
out—a shocking suggestion to a Vic-
torian society that believed God-de-
signed Nature was immutable.

Most scientists believe this was
essentially the same theory that Mr.
Darwin had been ruminating on for
20 years but never got around to pub-
lishing as he continued to collect evi-
dence. Mr. Wallace’s letter prodded
Mr. Darwin to rush out his famous
book the following year—in part to
avoid being scooped by Mr. Wallace.

Mr. Darwin panicked on receiv-
ing the Wallace letter, writing pri-
vately that his life’s work was
“smashed.” A couple of his distin-
guished friends—geologist Charles
Lyell and botanist Joseph Hooker—
came to the rescue, quickly organiz-
ing a joint presentation to the Lin-

nean Society of London on July 1,
1858, of an unpublished letter and a
manuscript by Mr. Darwin on natu-
ral selection together with Mr. Wal-
lace’s letter from Ternate.

Even some mainstream scien-
tists argue that more scholarly work
needs to be done to clear Mr. Dar-
win’s name. George Beccaloni, a cura-
tor at London’s Natural History Mu-
seum and founder of the A.R. Wal-
lace Memorial Fund who specializes
in studying cockroaches, says it’s un-
clear exactly what role Mr. Wallace’s
letters from Indonesia played in
shaping Mr. Darwin’s theories.

“The question hasn’t been re-
solved about whether Darwin had the
idea many years before Wallace, or
whether it was Wallace’s letter and
ideas that provided the missing pieces
of the puzzle,” says Mr. Beccaloni.

Mr. Beccaloni got interested in
Mr. Wallace during a camping holi-
day a decade ago in Dorset, where
Mr. Wallace is buried in a church-
yard under a two-meter-tall fossil-
ized tree trunk. Mr. Beccaloni was
dismayed to see the grave was over-
grown with weeds, while Mr. Dar-
win is buried next to Isaac Newton
and other eminent British scientists
at London’s Westminster Abbey.

The museum curator set up his
memorial fund to restore the grave
and put up historical plaques on
houses linked to Mr. Wallace. The
foundation is now trying to bring to-
gether thousands of Mr. Wallace’s
letters and papers in an online data-
base to facilitate further study of
Mr. Wallace’s role in formulating
evolutionary theory.

Mr. Beccaloni—who styles him-
self as “Wallace’s Rottweiler,” an in-
siders’ allusion to Thomas Huxley,
the British biologist who was called
“Darwin’s Bulldog” for defending nat-
ural selection against Christian oppo-
sition—co-edited a major new book
on Mr. Wallace this year to raise his
hero’s profile ahead of the expected
rash of Darwin-related commemora-
tive events in 2009. Alongside the
Stanford University trip, a modern
replica of the Beagle will carry an in-
ternational crew of scientists, stu-
dents and teachers to retrace Mr. Dar-
win’s global peregrinations between
1831-1836. There’s even a major film
slated for 2009, “Creation,” starring
Paul Bettany and Jennifer Connelly
about Mr. Darwin’s struggles with
his ultrareligious wife.

Mr. Beccaloni acknowledges
there is no hard evidence that Mr.
Darwin engaged in plagiarism. But
his call for deeper study of the issue
has ruffled feathers at the Natural
History Museum, which plans to
open its $120 million Darwin Center
expansion to the public next year.

“Colleagues have been a bit criti-
cal that I’m trying to champion Wal-
lace because they think one should
maintain the status quo,” Mr. Becca-
loni says. “There’s a personality cult
among scientists about Darwin.”

Best CEOs kept companies afloat in rough seas
By Erin White

And Scott Thurm

Many chief executives failed this
year. But who did well?

We asked four management pro-
fessors for nominees. Their selec-
tions, including James Dimon of J.P.
Morgan Chase & Co. and Anne Mul-
cahy of Xerox Corp., reflect the chal-
lenges of simultaneously navigating
a credit crisis, a recession and plung-
ing stock prices.

The picks included “the best of the
bleak, but no spectacular performer,”
says Michael Useem, a management
professor at the University of Pennsyl-
vania’s Wharton School,
one of the selectors. “This is
the year from hell, and any-
body who kept their head
above water and managed
to keep the company from
dramatically dropping off a
cliff deserves applause and
accolades.”

In a year when “good”
often meant “less bad,” the
professors graded on a
curve. Toyota Motor Corp.
President Katsuaki Wa-
tanabe won a vote for post-
ing reasonable results as
competitors teetered near
death. Two other picks—
Merrill Lynch & Co.’s John
Thain and Rohm & Haas
Co.’s Raj Gupta—won ku-
dos despite working them-
selves out of CEO jobs by
agreeing to be acquired.

Mr. Dimon and Bank of America
Corp.’s Kenneth Lewis saw their
companies’ stock price and profits
suffer but remained strong enough
to buy weaker rivals. As Bear
Stearns neared collapse in March,
J.P. Morgan agreed to buy it in a
lightning-quick deal. Months later,
Mr. Dimon picked up the bank assets
of Washington Mutual Inc. when it
fell. Mr. Dimon “made very difficult
decisions on short notice,” says
nominator Robert Bruner, dean of
the University of Virginia’s Darden
School of Business.

At Bank of America, Mr. Lewis also
swallowed a pair of rivals, Country-

wide Financial Corp. and Merrill
Lynch. The Merrill deal is slated to
close Jan. 1. “He’s picked up a lot of as-
sets…at a good price,” says nomina-
tor Jeffrey Pfeffer, a professor at Stan-
ford’s Graduate School of Business.

On the other side of the Merrill
Lynch deal, Mr. Thain won plaudits
from Mr. Bruner for knowing when to
fold. Mr. Thain agreed to sell Merrill
Lynch within two days as regulators
considered the fate of Lehman Broth-
ers Holdings Inc. Mr. Thain quickly
grasped the severity of the financial
crisis, and made the unsentimental
decision to sell, Mr. Bruner says. It
“took guts to sell the firm,” he adds.

Steven Kaplan, of the
University of Chicago’s
Booth School of Business,
nominated Rohm & Haas’s
Mr. Gupta, who also agreed
to sell his company. The spe-
cialty-chemical maker is
the best-performing U.S.
stock with a market capitali-
zation greater than $5 bil-
lion this year, reflecting its
July agreement to be ac-
quired by Dow Chemical Co.
for $15.3 billion in stock. Mr.
Kaplan says Mr. Gupta was
able to fetch such a good
price because of his decade-
long effort to transform a
conservative family-con-
trolled company.

While some U.S. auto
makers struggled to sur-
vive, Toyota continued to
post a profit, albeit smaller
than a year ago. What’s

more, Mr. Pfeffer says Toyota execu-
tives are “trying to maintain their
commitment to their workers and
they continue to introduce innova-
tive products.”

Ms. Mulcahy and PepsiCo Inc.’s
Indra Nooyi won praise for rallying
employees amid the gloom. Ms. Mul-
cahy, who led a turnaround that res-
cued Xerox from near-bankruptcy in
2002, again hit rocky terrain. This
fall, Xerox announced plans to cut
5% of its work force, or about 3,000
jobs. But Mr. Bruner, who selected
her, thinks she is well-equipped to
motivate the troops through tough
times. “She stands out as being an
extraordinary communicator in
dark times,” he says.

At Pepsi, Ms. Nooyi has had to
take some aggressive cost-cutting
measures, announcing plans this
fall to cut 3,300 jobs and close some
plants. But Mr. Useem, who picked
her, believes she’s able to buoy mo-
rale nonetheless. “She exudes a ca-
pacity to engage, befriend and in-
spire [employees] like few other ex-
ecutives,” he says.

Chicago’s Mr. Kaplan offered an-
other unexpected pick: Michael
Pearson of drug maker Valeant
Pharmaceuticals International.
Mr. Pearson, a former McKinsey &
Co. consultant hired in February,
has sold overseas operations and
concentrated Valeant’s portfolio
around neurology and dermatology.

“Focus on your core business.
Don’t be distracted, let other people
buy assets that aren’t right for you,”
Mr. Kaplan says.
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Roy Davies, a former producer of science programs for the British Broadcasting
Corp., says Charles Darwin stole ideas from a contemporary.

Alfred Russel Wallace’s fans
gear up for a Darwinian struggle

Alfred Russel
Wallace

ON OTHER FRONTS

Clockwise from top left, Indra Nooyi of PepsiCo, Anne Mulcahy
of Xerox, Kenneth Lewis of Bank of America and James
Skinner of McDonald’s
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Caterpillar slashes bonuses,
freezes hiring as sales decline

GM officials will begin preliminary talks with the UAW, bondholders, banks and suppliers this week.

GM lays ground for talks with UAW
Auto maker, unions will likely wait until after Christmas to hammer out how to comply with bailout conditions

General Growth grants concession

By John D. Stoll

and Alex P. Kellogg

DETROIT—General Motors
Corp., while holding preliminary dis-
cussions now with key constituents,
is expected to wait until early Janu-
ary to begin deep talks with the
United Auto Workers union, bond-
holders and the coming Obama ad-
ministration in an effort to work out
agreementsto complywith the terms
of the bailout President George W.
Bush announced last week.

GM and Chrysler LLC are sup-
posed to get $13.4 billion in coming
months but are required, among
other things, to cut labor costs and re-
duce their debt. If they make progress
ontheirrestructurings,theycouldget
an additional $4 billion in February.

Following the Bush announce-
ment, the two ailing auto makers got
another shot in the arm from north of
the border on Saturday, as the Cana-
dian government and the province of
Ontario said they will provide at least
US$3.29 billion in loans to the Cana-
dian units of GM and Chrysler.

Canada and Ontario had been
poised for more than a week to pro-
vide an injection of cash once the U.S.
government took action, and were
promising to provide loans totaling
20% of whatever the U.S. offered.

“We cannot afford, in the United
States or Canada, the catastrophic
short-term collapse of the Big Three
auto makers. The U.S. has signaled
that they aren’t going to allow these
companies to fail, and we will do our
share of the North American pack-
age to see that this doesn’t happen
either,” Canadian Prime Minister
Stephen Harper said at a news con-
ference on Saturday.

After spending the last several
weeks lobbying Congress and the
White House for bridge loans, GM of-
ficials got a breather over the week-
end. This week they’ll begin “brief
and high level” talks with the UAW,
bondholders, banks and suppliers,
although it’s unclear how much

progress they can make with the
Christmas holiday coming on Thurs-
day, according to several people in-
volved in discussions.

GM expects to receive its first
round of loans from Washington by
Dec. 29, the company’s chief finan-
cial officer said on Friday, just in
time to fund $6 billion to $8 billion in
payments due to thousands of parts
makers at the beginning of January.

Throughout thenation, UAW offi-
cials began bracing GM workers to
make what they called “unpopular
sacrifices.” In a letter to assembly-
line employees in Texas, the leaders
of UAW Local 276 said that “strict
conditions associated with the loans
are non-negotiable and must be met
by the stated deadline,” which is
March 31. The officials warned UAW
workers that they may not hear any
updates from the union’s leadership

in Detroit until after the holidays.
“I would say we have a very good

track record of working with our ma-
jor unions, in particular the UAW, to
address competitive challenges,”
GM Chief Executive Rick Wagoner
said Friday. “The agreement sets out
some targets, and we’re anxious to
sit down with our UAW colleagues to
do our best to address those.”

Brett Hoselton, a senior automo-
tive analyst at KeyBanc Capital Mar-
kets, said in an telephone interview
that GM and Chrysler are likely
headed for some tough talks with the
UnitedAutoWorkersunion,andmust
come away with significant cost cuts
quickly in order to qualify for a sec-
ondround ofloans inthe firstquarter.

“Concessions need to happen,
and happen soon,” he said. “Because
you’re basically back to square one
come February or March.”

GM and Chrysler are likely to
seek the complete elimination of
the so-called Jobs Bank, a controver-
sial program in which laid-off work-
ers continue to get paid even when
their plants close and they no longer
report for work. UAW President Ron
Gettelfinger has said the union will
suspend the Jobs Bank.

GM is also being forced to cut
about $40 billion of its $60 billion
debt load, or $10 billion more than
the auto maker was willing to cut un-
der a plan it submitted to Congress
in early December.

Pat O’Keefe, president of O’Keefe
& Associates Consulting, a turn-
around firm in Bloomfield Hills,
Mich., said the auto makers can use
the specter of bankruptcy to prod
creditors into accepting new terms
that help the auto makers.

“Bankruptcy is a failed negotia-

tion,” hesaid. “Ifthey’re unableto get
a deal on a negotiated basis, they will
use bankruptcy to push the parties
that can’t seem to come to the table.”

OnFriday,GMChiefExecutiveRick
Wagoner told reporters that govern-
ment assistance is expected to give
GM time to put together a plan that
doesn’t require a bankruptcy filing.

As it dives into negotiations with
unions and investors, GM is keeping
a close eye on developments at its
lending affiliate, GMAC LLC, which
won’t receive any of the funds slated
for GM’s bailout. GM relies on GMAC
to make loans to most of its dealers
and a substantial chunk of GM car
buyers. The firm, however is facing a
liquidity crisis and is working with
federal regulators on a plan that
would allowit to becomea bank hold-
ing company, and therefore sepa-
rately tap the $700 billion in funds
originally intended to bail out the fi-
nance industry, known as TARP.

Without that designation, GMAC
is likely to collapse. The lender cur-
rently owes GM up to $1.5 billion in
delayed payments related to whole-
sale financing for auto dealers, and
that money is due Dec. 30. GM needs
the money in order to pay its suppli-
ers in early January. It is unclear
what will happen if GMAC is unable
to make that payment.

GM executives expect to resume
discussions with President-elect
Barack Obama’s transition team
shortly after the New Year. Mr.
Obamais currentlyvacationinginHa-
waii, and GM officials haven’t been
as closely in touch with his aides as
they were when the auto maker was
in discussions with Congress earlier
in December about a bridge loan.

Evenas itlobbiedforWhiteHouse
aid, GM’s management team was be-
ginning to build contingency plans in
the event it had to file for Chapter 11
bankruptcy protection. Many of the
advisers it has been working with, in-
cluding high-profile bankruptcy at-
torneys, are expected to continue
workingwithMr.Wagoner’smanage-
ment team in coming months.

By Kris Hudson

And Jeffrey McCracken

To gain a reprieve on a debt-pay-
ment deadline last week, General
Growth Properties Inc. granted a
concession long sought by its lend-
ers: The debt-laden mall giant won’t
take any significant actions without
the consent of certain lenders, ac-
cording to people familiar with the
matter.

The concession, expected to be
disclosed soon in a U.S. Securities
and Exchange Commission filing by
the company, was a critical piece of
the hotly contested payment re-
prieve that kept General Growth out
of bankruptcy court. It also marks
the latest twist in a weekslong saga
of strife between Citigroup Inc. and
other General Growth lenders.

The pact struck last week pro-
vides that lenders in two big
loans—a $900 million loan backed
by two luxury malls in Las Vegas
and an unsecured $2.6 billion credit
facility—won’t call those loans due
before Feb. 12 and Jan. 30, respec-
tively. Such a provision is called for-
bearance.

The reprieve gives General
Growth—which owns more than
200 malls—and its lenders time to
try to resolve their differences and
perhaps strike a longer extension.
Citigroup, which was a major advo-
cate for concessions from General
Growth, didn’t go along with the for-
bearance agreement, but the deal
went through anyway.

A representative of Chicago-
based General Growth, which has
struggled for the past year to refi-
nance and pay down its $27 billion
debt load, declined to comment.

Several other lenders in the talks
either declined to comment or
didn’t return messages seeking com-
ment. A representative of holdout
lender Citigroup declined to com-
ment.

To clinch the deal, General
Growth acquiesced to a standstill
agreement. The mall owner won’t
make major moves—such as selling
malls, refinancing properties or
transferring assets between its sub-
sidiaries—during the term of the for-
bearance pact without the approval
of the majority of lenders in its

credit facility, according to people
familiar with the talks.

The concession is significant be-
cause General Growth needs to sell
several malls and refinance mort-
gages to cope with not only the
$900 million Las Vegas loan, but
also another $2 billion in other
debts coming due in 2009. The
roughly 180 lenders in the compa-
ny’s credit facility, led by Eurohypo
AG as agent, now hold sway over
that process for the next six to eight
weeks.

Meanwhile, General Growth has
enlisted more advisers. A week ago,
New York investment-banking and
financial-advisory firm Miller Buck-
fire & Co. began working with the
company. General Growth’s other
advisers—Goldman Sachs Group
Inc., Morgan Stanley and Deutsche
Bank AG—would have conflicts of in-
terest in the event of a bankruptcy
because they are also lenders to Gen-
eral Growth. Miller Buckfire de-
clined to comment.

Early this month, General
Growth hired Michigan-based advi-
sory firm AlixPartners to help with
the company’s turnaround.
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Caterpillar Inc. said it would
slash executive compensation—par-
ticularly its incentive and equity-
based programs—to cope with
slumping demand.

The company, based in Peoria,
Ill., also instituted a hiring freeze
and plans to suspend merit pay in-
creases for managers and support
employees.

The maker of mining and con-
struction equipment said executive
compensation would be cut by as
much as 50% and it will reduce com-
pensation for senior managers by
5% to 35% in 2009. Other manage-
ment and support staff will see a re-
duction of up to 15%.

Numerous U.S. companies have
begun opting for salary freezes and
reductions instead of cutting jobs,
as the cost of hiring and firing can
be significant when looking to re-
build a work force after a downturn.
Management pay has been a particu-
lar focus of cuts. Caterpillar’s com-
pensation reductions, for both exec-

utives and lower-level employees,
reflect planned cuts to incentive
and equity-based compensation.

Caterpillar has been averse to
cutting jobs, but last week an-
nounced it will cut more than 800
workers at an Illinois plant. It is the
first time the company has cut full-
time workers on a large scale and
for an indefinite period since early
this decade. Caterpillar has also
been shedding workers hired
through employment agencies.

Sales of the company’s machin-
ery through dealers world-wide fell
6% in the three months that ended
in November from a year earlier, Cat-
erpillar said last week. A sharp
growth slowdown was noted in its
Latin America and Asian opera-
tions.

The company has benefited from
a five-year boom led by emerging
markets in big need of the heavy con-
struction equipment made by Cater-
pillar. During that time, the work
force rose nearly 50% to 101,000 as
revenue more than doubled.
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Rethinking early births
New guidelines
discourage deliveries
before 39 weeks
By Melinda Beck

T
HIS TIME of year, some
hospitals see a small up-
tick in baby deliveries
thanks to families eager
to fit the blessed event in

around holiday plans or in time to
claim a tax deduction. Conventional

wisdom has long
held that inducing
labor or having a ce-
sarean section a bit
early posed little

risk, since after 34 weeks gestation,
all the baby needed to do was grow.

But new research shows that
those last weeks of pregnancy are

more important than previously
thought for brain, lung and liver de-
velopment. And there may be lasting
consequences for babies born at 34
to 36 weeks, now called “late pre-
term.”

A study in the American Journal
of Obstetrics and Gynecology in Oc-
tober calculated that for each week a
baby stayed in the womb between 32
and 39 weeks, there is a 23% de-
crease in problems such as respira-
tory distress, jaundice, seizures, tem-
perature instability and brain hemor-
rhages.

A study in the Journal of Pediat-
rics in July found that infants born
between 32 and 36 weeks had lower
reading and math scores in first
grade. New research also suggests
that late preterm infants are at
higher risk for mild cognitive and be-
havioral problems and may have
lower I.Q.s than those who go full
term.

Experts warn that a fetus’s esti-
mated age may be off by as much as
two weeks either way, meaning that
a baby thought to be 36 weeks along

might be only 34.
The American College of Obstetri-

cians and Gynecologists, the Ameri-
can Academy of Pediatrics and the
March of Dimes are now urging obste-
tricians not to deliver babies before
39 weeks unless there is a medical rea-
son to do so.

“It’s very important for people to
realize that every week counts,”
says Lucky E. Jain, a professor of pe-
diatrics at Emory University School
of Medicine.

It’s unclear how many deliveries
are performed early for nonmedical
reasons. Preterm births (before 37
weeks) have risen 31% in the U.S.
since 1981—to one in every eight
births. The most serious problems
are seen in the tiniest babies. But
nearly 75% of preterm babies are
born between 34 and 36 weeks, and
much of the increase has come in
c-sections, which now account for a

third of all U.S. births. An additional
one-fifth of all births are via induced
labor, up 125% since 1989.

Many of those elective deliveries
are done for medical reasons such
as fetal distress or pre-eclampsia, a
sudden spike in the mother’s blood
pressure. Those that aren’t can be
hard to distinguish. “Obstetricians
know the rules, and they are very
creative about some of their indica-
tions—like ‘impending pre-eclamp-
sia’,” says Alan Fleischman, medical
director for the March of Dimes.

Why do doctors agree to deliver
a baby early when there’s no medi-
cal reason? Some cite pressure from
parents. “ ‘I’m tired of being preg-
nant. My fingers are swollen. My
mother-in-law is coming’—we hear
that all the time,” says Laura E. Ri-
ley, Medical Director of Labor and
Delivery at Massachusetts General
Hospital. “But there are 25 other pa-
tients waiting and saying ‘no’ can
take 45 minutes, so sometimes we
cave.”

There’s also a perception that de-
livering early by c-section is safer for

the baby, even though it means major
surgery for the mom. “The idea is that
somehow, if you’re in complete con-
trol of the delivery, then only good
things will happen. But that’s categori-
cally wrong. The baby and the uterus
know best,” says F. Sessions Cole, Di-
rector of Newborn Medicine at St.
Louis Children’s Hospital.

He explains that a complex series
of events occurs in late pregnancy to
prepare the baby to survive outside
the womb: The fetus acquires fat
needed to maintain body tempera-
ture; the liver grows enough to elimi-
nate bilirubin; and the lungs get ready
to exchange oxygen as soon as the um-
bilical cord is clamped. Disrupting
any of those steps can cause brain
damage and other problems. In addi-
tion, the squeezing of the uterus dur-
ing labor stimulates the baby and
the placenta to make steroid hor-
mones that help this last phase of

lung maturation—
and that’s missed if
the mother never
goes into labor.

“We don’t have
a magic ball to pre-
dict which babies
might have prob-
lems,” says Dr.
Cole. “But we can
say that the more
before 39 weeks a
baby is delivered,
the more likely that
one or more compli-
cations will occur.”

In cases where
there are medical
reasons to deliver a
baby early, lung
maturation can be
determined with
amniocentesis—us-
ing a long needle to
withdraw fluid
from inside the
uterus. But that can
cause infection,
bleeding or a leak

or fetal distress, which could re-
quire an emergency c-section.

Trying to determine maturity by
the size of the fetus can also be prob-
lematic. Babies of mothers with ges-
tational diabetes are often very
large for their age, but even less de-
veloped for their age than normal-
size babies. Growing beyond 42
weeks can also pose problems, since
the placenta deteriorates and can’t
sustain the growing baby.

Making families aware of the
risks of delivering early makes a big
difference. In Utah, where nearly
30% of elective deliveries in 1999
were taking place before the 39th
week, a major awareness campaign
has reduced that to less than 5%. At
two St. Louis hospitals, obstetri-
cians now ask couples who want to
schedule a delivery before 39 weeks
to sign a consent form acknowledg-
ing the risks. At that point, many
wait for nature to take its course,
says Dr. Cole.
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C
ALL IT A FALSE sense of hu-
manity.

It may make you feel bet-
ter to know that your charitable do-
nations are going to organizations
that have been highly rated by any
number of online charity rankings.
But these sites fail to quantify the
most-important and most elusive
charity measurement: success in
achieving its mission.

Like stocks, charities typically
are rated by their financial num-
bers or by qualitative characteris-
tics such as corporate gover-
nance—or both. Unlike stocks,
charities have no single measure
akin to business profit to deter-
mine successful performance.
There is a widespread search for
such a number, but the challenges
may be too daunting. Meanwhile,
some of the measures that are
used may inspire bad actors to try
to game the system.

“In the nonprofit world, it is a
billion times more complex,”
Michael Soper, a consultant to non-
profit groups based in Midway,
Utah, said. “They’re not here to
produce a profit; they’re here to
provide a service.”

And donors giving a relatively
modest amount may not want to
invest the necessary time to evalu-
ate charities thoroughly. Their
quickest recourse is to search
Charity Navigator, one of the most
popular sites that assigns ratings
from zreo to four stars to more
than 5,000 nonprofit organiza-
tions that file a certain tax form
with the Internal Revenue Service
(some religious groups are ex-
empt). Charities are evaluated in
several financial categories, and
compared to their peers. Food
banks, for example, typically
spend 1.9% of their expenses on
administrative costs, far below the
median for all charities of 9.6%.
So a food bank that spends 8% on
administrative expenses gets just
five out of 10 possible points for
that category.

“Our assumption is that the av-
erage person in our society
doesn’t have the time or expertise
to wade through these kinds of fi-
nancial statements,” said Ken
Berger, president and chief execu-
tive of Charity Navigator. “We’re
providing an analysis.”

T
HE RATINGS DO more than
measure charities; they can
change them, not always for

the better. Mr. Soper, the non-
profit consultant, said that some
charities, focused too much on
rankings, adapt to climb them,
much like universities play to col-
lege rankings’ criteria. Only “what
gets measured gets done,” said
Mr. Soper.

Some critics of Charity Naviga-
tor said it can create backwards
priorities, encouraging them to
withhold funds instead of dispers-

ing them. The ratings, for in-
stance, encourage charities to
keep assets in reserve that total
as much as their annual budget—
and more for certain types of char-
ities with big ongoing expenses
such as museums and schools.

The National Wildlife Federa-
tion gets two stars from Charity
Navigator, in part because it has
on hand assets equal to about two-
thirds of one year’s expenses. Cyn-
thia Lewin, senior vice president
and general counsel, said that hav-
ing more cash on hand would be a
“breach of fiduciary duty.”

Robert Egger, president of D.C.
Central Kitchen, criticizes Charity
Navigator even though it awards
his group four stars. “The low-ad-
ministrative-overhead standard is
an intellectual albatross around
our necks,” he said.

C
HARITY NAVIGATOR
counters that their measures
help clarify an organiza-

tion’s fiscal management. “By
showing growth and stability, char-
ities demonstrate greater fiscal re-
sponsibility, not less," said Sandra
Miniutti, Charity Navigator's vice
president of marketing.

“Some charities absolutely
loathe us,” added Charity Naviga-
tor’s Mr. Berger. However, he
added that the group is receptive
to comments from charities and
adjusts for their unique circum-
stances. And the service does al-
low charities to respond to the rat-
ings in an online comments sec-
tion.

Other ratings groups use differ-
ent standards, which can conflict
with those of Charity Navigator.
For instance, any group that has
more than five years’ worth of ex-
penses in reserve gets an auto-
matic F from the American Insti-
tute of Philanthropy. The watch-
dog also considers financial num-
bers, but tries to close accounting
loopholes. “We go through the
trouble to sift through it,” said
Daniel Borochoff, president of the
institute, “which limits the num-
ber of groups than we can cover.”

His group has unearthed ac-
counting chicanery aimed at
achieving a higher ranking. For ex-
ample, groups report lower fund-
raising costs, and lower costs per
dollar raised, by reassigning fund-
raising costs to program expenses.
This can be accomplished by in-
cluding some sort of advocacy
message in fund-raising materials:
A veterans group sending out fund-
raising letters might encourage
the flying of American flags in the
same missive.

“Charities start to game the
system, and we have a death spi-
ral toward zero fund-raising
costs,” said Patrick Rooney, in-
terim executive director of the
Center on Philanthropy at Indiana
University.

Gauging charity rankings
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Camille Joseph takes a seat on the floor during a 4 a.m. shopping spree at the Toys
“R” Us store in New York, which will be open continuously until Christmas Eve.

By Rachel Dodes

At 4 a.m. Saturday, while most
people in the city that never sleeps
were nevertheless sleeping, Camille
Joseph was wandering the aisles of
Toys “R” Us in New York’s Times
Square.

Saying she hates crowds, the
37-year-old Ms. Joseph was thrilled
to be able to finish her shopping
when no one was around. Sur-
rounded by packages filled with a
dollhouse, videogames and a robot,
she sprawled on the floor next to a
cash register. “Could you imagine
being able to do this during the
day?” said Ms. Joseph, who by day
is a manager at Starbucks.

Starting this past Friday and con-
tinuing until 8 p.m. Christmas Eve,
Toys “R” Us is embracing procrasti-
nators, night owls and curiosity
seekers by keeping its New York
flagship—billed as the world’s larg-
est toy store—open continuously
for 134 hours.

In the final countdown of one of
the worst holiday retail seasons in
decades, more retailers have ex-
tended hours and are staying open
for 24-hour periods or more in a
last-ditch effort to capture sales.
Macy’s Inc., L.L. Bean Interna-
tional, Wal-Mart Stores Inc. and
Hennes & Mauritz AB’s H&M chain
added extreme hours at select loca-
tions this year, they said, as a way to
enhance customer service, reduce
congestion and compete for last-
minute sales.

“In this kind of environment,
you do whatever it takes,” said
Michael Niemira, chief economist
at the International Council of Shop-
ping Centers.

Snowstorms across the U.S. dur-
ing the last shopping weekend be-
fore Christmas were expected to
make the already dismal retail sea-
son even worse, some retailers said.
Numbers weren’t available Sunday,
but ShopperTrak RCT Corp. said
that the final weekend before Christ-
mas typically accounts for 11.5% of
holiday sales. Last year, Super Satur-
day brought in $8.7 billion in retail
sales. Retail sales for the six weeks
to Dec. 13 were down 2% from a year
earlier.

Marshal Cohen, chief industry
analyst at market researcher NPD

Group, has been visiting malls in
North Carolina, South Carolina,
Florida and Georgia since Friday.
He said “traffic was on par with last
year” but noticed fewer purchases
per person.

Kathleen Waugh, a spokes-
woman for Toys “R” Us, said it was
premature to say whether the bene-
fits of keeping the Times Square
store open continuously out-
weighed the costs. “We will evalu-
ate its success once the event is
over at 8 p.m. on Christmas Eve,”
she said.

Toys “R” Us Inc., which was pur-
chased in 2005 by private-equity
funds Bain Capital LLC, Vornado Re-
alty Trust and Kohlberg Kravis Rob-
erts & Co., reported Dec. 12 that the
company incurred a loss of $104 mil-
lion in the quarter ended Nov. 1,
compared with a $76 million loss in
the year-earlier period. Sales at
stores open at least a year declined
0.3%.

To lure shoppers, the Times
Square store offered 15% off for peo-
ple who spent at least $75 between
midnight and 5 a.m. While the store
wasn’t bustling all night, the after-
midnight hours created a festive at-
mosphere.

On the first floor of the Toys “R”
Us store, as Sammy Davis Jr. belted
out “The Candyman” over the
sound system, Mike Morris linked
arms with his friend Janine Cicero
and danced the fox trot while oblivi-
ous employees unpacked boxes and
restocked shelves nearby. “I am find-
ing this to be pretty fabulous,” said
Ms. Cicero, 38 years old, who was ac-
companying Mr. Morris on his 2:30
a.m. quest for a $59.99 Elmo Live

toy for his goddaughter.
Only 16% of all consumers say

they prefer late hours, according to
Britt Beemer, president of Ameri-
ca’s Research Group. But retail ex-
perts say the late-night strategy is
an inexpensive way to boost sales
per square foot, provided that at
least some sales are generated. Elec-
tricity doesn’t cost as much during
off hours, and stores can operate
with fewer staffers. “People would
be surprised at how little it costs”
to stay open, said Frank Pereira,
managing partner at shift-work
scheduling consultancy Capstan
Group.

Outdoor retailer L.L. Bean be-
came the first store in the U.S. to
stay open 24-7, all year long, at its
Freeport, Maine, store in 1951. Its
founder, Leon Leonwood Bean,
wanted to help people who were
passing through Maine on hunting
and fishing expeditions at all hours
of the night. Later, the 7-Eleven
chain became the first national
chain to stay open around the clock.
Most of Wal-Mart’s supercenters,
the first of which opened in 1991,
are open 24 hours a day, except
some holidays.

Shop around the clock
Desperate for sales,
some U.S. retailers
open for night owls

By Mike Barris

U.S. drugstore chain Walgreen
Co. posted an 11% profit drop for its
fiscal first quarter and said it will
further trim store openings to hold
down costs.

The retailer called the slowdown
“a prudent step” in the current econ-
omy, despite posting “solid sales re-
sults.”

Walgreen now aims for store
count to rise 4% to 4.5% in 2010 and
2.5% to 3% in 2011. The annual sav-
ings will be $500 million, on top of a
$500 million cut in capital spending
announced in July.

Walgreen reported profit of
$408 million, or 41 cents a share, for
the quarter ended Nov. 30, com-
pared with $456 million, or 46 cents
a share, a year earlier. Sales rose

6.6% to $14.95 billion, while sales at
stores open at least a year increased
1.7%.

Gross margin fell to 27.8% from
28% amid flat nonpharmacy retail re-
sults, weakness in nonretail opera-
tions and an inventory charge.

Retail pharmacy margins in-
creased due to increased sales of ge-
neric drugs, which have higher mar-
gins. Overall, prescription sales,
which account for two-thirds of the
chain’s sales, rose 6.2%; on a compara-
ble-store basis, they were flat.

Walgreen and other big pharmacy
chains have aggressively promoted
their discount-drug programs as the
economy declined and competition
increased. These moves are among
the latest in a market battle that has
helped lead to lower prices and
greater use of generic drugs.

Walgreen’s profit declines 11%

By Dinah Wisenberg Brin

Retail pharmacies are waging
what some consider a generic-drug
price war that is threatening mar-
gins in a typically high-profit area
and reflects the intense competi-
tion drugstore chains face in attract-
ing and keeping customers.

Big pharmacy chains like CVS
Caremark Corp., Walgreen Co. and
Rite Aid Corp. have started to aggres-
sively promote their discount drug
programs in recent months as the
economy has declined and competi-
tion has increased. These moves are
among the latest in a market battle
that has helped lead to lower prices
and greater use of generic drugs.

Retail-pharmacy generic dis-
count programs have proliferated
since Wal-Mart Stores Inc. intro-
duced $4 generic prescriptions for
one-month supplies of hundreds of
unbranded drugs in 2006 and mass
merchandisers and grocery stores
responded with their own versions.

In recent months, three big phar-
macy chains each have unveiled or
expanded drug-discount programs.

Walgreen this summer started
strongly marketing its Prescription
Savings Club, which provides dis-
counts on generics and 5,000
branded medications and rebates
on store-brand products. The com-
pany said the program has been “ex-
tremely successful” in keeping and
acquiring customers.

CVS this fall introduced a dis-
count program aimed at the unin-
sured, offering a 90-day supply of
more than 400 generic drugs for
$9.99 and a 10% discount at the com-
pany’s store-based clinics. The com-
pany at the time cited “a very chal-
lenging economic environment”
and Americans’ struggles with
health-care costs.

“Wal-Mart’s move was very sig-
nificant because they were going af-
ter a core source of profits for retail
pharmacy,” said Adam Fein, presi-
dent of Pembroke Consulting Inc.,
pharmaceutical-supply-chain con-
sulting firm in Philadelphia.

“Wal-Mart is trying to provide
mail-order pricing in a retail for-
mat, and they’re pressuring other
pharmacies to get much more effi-
cient and accept lower margins for
generics than they historically
have,” Mr. Fein said.

While offers such as Wal-Mart’s
have hurt independent pharmacies
and regional drugstore chains
more, Mr. Fein said, national drug-
store chains face significant pres-
sure, as well.

For their part, the retailers see
the recent rollout of discount ge-

neric-drug programs as normal com-
petition.

“I don’t know if I would term it a
generic price war,” said Kermit
Crawford, Walgreen’s senior vice
president of pharmacy. “I think
that the pricing is competitive
within certain therapeutic catego-
ries, and I think what you see is all
of the retailers promoting their
competitive price.”

Pharmacy-benefits managers
such as CVS Caremark, Medco
Health Solutions Inc. and Express
Scripts Inc., which run the nation’s
big mail-order drugstores, say the
retail generic-discount programs
aren’t hurting their businesses.

“The movement’s really been
from retail to retail. We have not
seen movement from our mail phar-
macies,” said Ken Malley, Medco
vice president for channel and ge-
neric strategy. Mail-order programs
serve the insured, while the retail
programs tend to focus more on the
uninsured, and Mr. Malley noted
that generic pricing for the insured
market already is low.

Pembroke’s Mr. Fein sees more
than the economy behind CVS’s
move. Most of CVS’s customers are
insured, he said, wondering
whether the company is trying to
pick up more uninsured and underin-
sured patrons or defending against
the leakage of pharmacy customers
to competitors.

A CVS spokeswoman, Carolyn
Castel, said the company has made
no strategic change. “The prevailing
economic situation only increases
the need to offer options for the un-
der- and uninsured,” she said.

Rite Aid in late September
rolled out nationally a prescrip-
tion savings card offering hun-
dreds of generic drugs at $8.99 for
a 30-day supply or at $15.99 for a
90-day supply, plus discounts on
branded drugs and Rite Aid prod-
ucts. Chief Executive Mary Sam-
mons acknowledged in September
that retail drug-discount pro-
grams were starting to affect con-
sumers’ decisions on where to pur-
chase their medications.

Rite Aid says its prescription sav-
ings program has been very success-
ful, with more than 30% of the
700,000 customers who have used it
being new patients to the stores.
While industry watchers say dis-
count programs threaten generics
margins, others see opportunity in
having more patients switch to ge-
nerics from lower-margin brands.
While Rite Aid’s pharmacy margin
was flat in its recent quarter, one pos-
itive factor the company cited was
greater generic-drug substitution.

U.S. pharmacies battle
over generic-drug prices

Discount generic-drug programs have proliferated among U.S. retail chains since
Wal-Mart introduced $4 prescriptions for some medicines in 2006.

Associated Press

By Norihiko Shirouzu

Toyota Motor Corp. said it plans
to display a battery electric concept
car at the North American Interna-
tional Auto Show in Detroit next
month.

The car is based on a subcom-
pact model the Japanese auto
maker is considering introducing in
a few years, people familiar with the
company’s plans said.

They said the production model
Toyota would have a limited driv-
ing range and an affordable price
tag of about $20,000. The car
would be ideal for everyday shop-
ping and other errands but
wouldn’t be fit for long-distance
driving, the people said.

For more versatile use, they
said, Toyota is developing a plug-in
hybrid car—an electric car with a
small gasoline engine to charge its
battery when it runs dry—which
the company plans to roll out late
next year.

It wasn’t clear when Toyota
plans to start producing the small
electric car for the mass market.

Toyota to unveil
small electric car
at Detroit show
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.40 $28.13 0.01 0.04%
Alcoa AA 21.80 9.23 –0.47 –4.85%
AmExpress AXP 9.60 18.42 –1.01 –5.20%
BankAm BAC 67.20 13.53 –0.27 –1.96%
Boeing BA 4.80 41.12 –0.12 –0.29%
Caterpillar CAT 8.50 41.78 –0.91 –2.13%
Chevron CVX 14.70 69.39 –1.46 –2.06%
Citigroup C 130.20 6.75 –0.27 –3.85%
CocaCola KO 10.10 44.66 0.23 0.52%
Disney DIS 11.50 21.93 –0.50 –2.23%
DuPont DD 7.50 24.99 –0.61 –2.38%
ExxonMobil XOM 37.20 74.91 –0.11 –0.15%
GenElec GE 66.40 16.07 –0.43 –2.61%
GenMotor GM 29.60 3.52 –0.97 –21.60%
HewlettPk HPQ 12.00 34.75 –0.65 –1.84%
HomeDpt HD 12.20 23.72 –0.50 –2.06%
Intel INTC 37.30 14.34 –0.10 –0.69%
IBM IBM 6.00 81.99 –1.53 –1.83%
JPMorgChas JPM 33.10 29.82 –0.50 –1.65%
JohnsJohns JNJ 12.30 58.93 0.09 0.15%
KftFoods KFT 8.50 26.86 0.19 0.71%
McDonalds MCD 8.40 61.40 1.08 1.79%
Merck MRK 16.00 29.09 0.53 1.86%
Microsoft MSFT 53.80 19.18 0.06 0.31%
Pfizer PFE 44.30 17.18 –0.12 –0.69%
ProctGamb PG 10.20 60.46 0.28 0.47%
3M MMM 3.60 56.37 –0.25 –0.44%
UnitedTech UTX 7.20 51.74 0.37 0.72%
Verizon VZ 14.10 33.42 0.23 0.69%
WalMart WMT 16.00 55.99 0.25 0.45%

Dow Jones Industrial Average P/E: 18
LAST: 8519.69 t 59.42, or 0.69%

YEAR TO DATE: t 4,745.13, or 35.8%

OVER 52 WEEKS t 5,029.64, or 37.1%

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

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

Behind Europe’s deals: Bank revenue rankings, European
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 $1,298 6.3% 27% 13% 53% 7%

Deutsche Bank 1,269 6.2% 13% 22% 58% 7%

Merrill Lynch 1,174 5.7% 32% 15% 52% 1%

UBS 1,096 5.4% 15% 24% 59% 2%

Credit Suisse 1,086 5.3% 28% 31% 38% 3%

Morgan Stanley 1,040 5.1% 33% 13% 53% 2%

Goldman Sachs 1,017 5.0% 29% 8% 60% 3%

RBS 917 4.5% 11% 34% 14% 41%

Citi 801 3.9% 15% 26% 53% 7%

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

FCE Bk  "1,610" –50 –56 –37 Alcatel Lucent "1,338" 12 –2 57

Finmeccanica  343 –29 –101 105 Stena Aktiebolag 875 12 –22 177

Ladbrokes 493 –24 –48 –8 GKN Hldgs  909 12 –122 205

Lafarge 900 –24 –108 71 Old Mut  "1,671" 14 67 950

Holcim  768 –21 –76 150 Tomkins  782 19 –59 172

Cie de St Gobain 450 –17 –59 45 Hammerson  "1,014" 21 45 154

Rank Gp  583 –17 –52 –99 Contl AG "1,241" 23 –97 368

Corus Group "1,145" –14 94 393 Gov & Co Bk Irlnd 255 24 12 79

Seat Pagine Gialle "1,567" –12 –93 –224 TUI AG "1,069" 26 19 196

ISS Glob 895 –12 29 98 ArcelorMittal Fin "1,510" 37 120 613

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

Allianz SE Germany Full Line Insurance $45.8 72.73 3.91% –50.3% –43.5%

Vodafone Grp U.K. Mobile Telecom 114.3 1.33 2.54 –29.4 7.8

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals 104.3 163.00 1.88 –16.6 –16.2

France Telecom France Fixed Line Telecom 74.4 20.46 0.84 –17.5 –2.0

Novartis Switzerland Pharmaceuticals 126.1 52.40 0.67 –16.2 –22.7

ArcelorMittal Luxembourg Iron & Steel $33.3 16.51 –7.04% –68.1 ...

Deutsche Bk Germany Banks 19.9 25.10 –5.99 –71.4 –69.7

UniCredit Italy Banks 31.1 1.68 –5.90 –70.2 –70.9

AXA France Full Line Insurance 45.6 15.68 –5.43 –41.8 –42.7

Rio Tinto U.K. General Mining 20.0 13.55 –5.18 –74.8 –48.6

...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

Deutsche Telekom 65.5 10.79 0.65% –28.1% –22.8%
Germany (Mobile Telecom)
ING Groep 20.4 7.03 0.43 –73.6 –76.3
Netherlands (Life Insurance)
British Amer Tob 52.1 17.45 0.29 –12.4 36.4
U.K. (Tobacco)
Nestle 142.4 40.84 0.10 –21.4 5.7
Switzerland (Food Products)
HSBC Hldgs 108.4 6.12 –0.08 –28.5 –34.6
U.K. (Banks)
BP 152.9 5.02 –0.59 –18.6 –19.2
U.K. (Integrated Oil & Gas)
ENI 92.0 16.50 –0.60 –33.2 –30.1
Italy (Integrated Oil & Gas)
BASF 33.6 26.25 –0.68 –48.1 –19.1
Germany (Commodity Chemicals)
Siemens 65.6 51.55 –0.87 –52.6 –28.3
Germany (Diversified Industrials)
Anglo Amer 28.4 14.37 –0.90 –53.3 –27.0
U.K. (General Mining)
Iberdrola 42.8 6.15 –1.13 –41.4 7.4
Spain (Conventional Electricity)
Royal Dutch Shell 92.7 18.78 –1.31 –34.9 –27.8
U.K. (Integrated Oil & Gas)
Astrazeneca 57.8 27.00 –1.32 22.2 –3.4
U.K. (Pharmaceuticals)
GlaxoSmithKline 103.3 12.27 –1.33 –5.0 –16.0
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya 44.6 8.54 –1.39 –48.9 –43.3
Spain (Banks)
Koninklijke Philips 19.0 13.50 –1.42 –55.3 –49.2
Netherlands (Consumer Electronics)
Telefonica 103.9 15.87 –1.43 –29.6 25.5
Spain (Fixed Line Telecom)
Diageo 37.9 9.32 –1.69 –13.9 11.1
U.K. (Distillers & Vintners)
Sanofi-Aventis 85.2 46.52 –1.71 –28.2 –38.8
France (Pharmaceuticals)
E.ON 73.3 26.30 –1.72 –45.0 –7.7
Germany (Multiutilities)

Bayer 41.7 39.20 –1.75% –36.9% 9.9%
Germany (Specialty Chemicals)
L.M. Ericsson Tel B 22.7 59.90 –1.80 –22.1 –56.3
Sweden (Telecom Equipment)
BHP Billiton 39.8 12.12 –1.86 –23.2 31.0
U.K. (General Mining)
Tesco 40.7 3.52 –1.87 –26.4 7.6
U.K. (Food Retailers & Wholesalers)
Unilever 41.4 17.35 –2.12 –32.0 –10.3
Netherlands (Food Products)
Barclays 17.9 1.45 –2.16 –71.2 –75.7
U.K. (Banks)
GDF Suez 98.5 32.30 –2.27 –20.3 28.8
France (Multiutilities)
BNP Paribas 37.6 29.66 –2.34 –59.9 –56.5
France (Banks)
Nokia 58.9 11.13 –2.45 –58.8 –29.0
Finland (Telecom Equipment)
Total 127.4 38.60 –2.46 –30.8 –27.1
France (Integrated Oil & Gas)
Intesa Sanpaolo 41.2 2.50 –2.63 –53.2 –43.4
Italy (Banks)
Banco Santander 74.1 6.66 –2.77 –51.5 –35.7
Spain (Banks)
SAP 41.6 24.40 –2.81 –31.6 –36.6
Germany (Software)
Assicurazioni Genli 37.8 19.25 –3.46 –37.4 –27.5
Italy (Full Line Insurance)
ABB 31.5 14.89 –3.75 –52.7 23.2
Switzerland (Industrial Machinery)
Soc. Generale 28.0 34.60 –3.94 –62.5 –64.8
France (Banks)
Credit Suisse Grp 29.9 27.74 –4.01 –59.3 –58.4
Switzerland (Banks)
UBS 36.1 13.50 –4.32 –70.7 –75.7
Switzerland (Banks)
Daimler 33.4 24.87 –4.55 –62.3 –41.9
Germany (Automobiles)
Royal Bk of Scot 24.1 0.41 –4.61 –88.9 –91.7
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

Convertible Arbitrage -0.20% -2.71% -39.4% -48.7% -48.6%
Merger Arbitrage 0.16% -0.10% -4.0% -7.5% -7.1%
Event Driven -0.50% -8.43% -23.1% -27.9% -27.4%
Distressed Securities -4.11% -9.53% -26.9% -36.9% -36.7%

*Estimates as of 12/18/08, 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: 10/1 1.87 97.06% 0.01% 2.17 1.18 1.60

Eur. High Volatility: 10/1 4.80 89.79 0.02 5.57 2.16 3.58

Europe Crossover: 10/1 10.61 84.10 0.06 11.20 5.74 8.38

Asia ex-Japan IG: 10/1 3.69 92.94 0.02 6.63 1.99 3.70

Japan: 10/1 3.00 93.37 0.02 3.75 1.58 2.58

 Note: Data as of December 19

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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Clues sought in U.S. jetliner crash

India’s textile industry starts to unravel
Decline in demand
exacts a heavy toll
on economic growth

By Niraj Sheth

COIMBATORE, India—Half of
the yarn-making machines in V. Ka-
lyanaraman’s spinning mill sit idle,
and nearly a third of his staff has
been let go. The domino effect of re-
cession in the West has arrived
here in southeastern India.

India’s second-largest employ-
ers after agriculture, textile con-
cerns employed 35 million workers
last year. But the companies have al-
ready shed 700,000 jobs this year
and at least 1.2 million textile em-
ployees are expected to be out of
work by March, according to the
government’s Ministry of Textiles.

The sector is crucial to the coun-
try’s economy. The textile industry
contributed 4% of India’s gross do-
mestic product in the year that
ended March 31, and accounted for
13.5% of Indian exports.

The industry is particularly im-
portant in the southern Indian
state of Tamil Nadu, which is bear-
ing the brunt of the slowdown. At
Mr. Kalyanaraman’s Chandra Tex-
tiles Ltd., the work force—mostly
female migrant workers from rural
areas—has been trimmed by 30% to
300 workers, and more cuts are ex-
pected as U.S. demand shrivels. Mr.
Kalyanaraman has also halted con-
struction on a new spinning mill,
leaving it half-built.

So far, most of the textile indus-

try’s job losses are among its least-
skilled and lowest-paid workers at
spinning mills, dyeing houses, and
stitching and embroidery facto-
ries. Employees in such operations
earn about $2 a day. It isn’t un-
usual to spot child workers in such
factories, although it’s illegal to em-
ploy them.

As India’s once-booming econ-
omy slows, some financial and tech-
nology companies have started
handing out pink slips, too. Last
month, American Express Co. cut
100 staffers in India, while Gold-
man Sachs Group Inc. is also ex-
pected to lay off an unspecified
number of staff in India as part of
an announced 10% reduction in its
global work force, according to peo-
ple familiar with the matter.

However, no sector has been hit
as hard as textile manufacturing.
The drop in demand for all textile
products, including raw cotton,
started late last year, company exec-
utives say. That’s when the housing
bubble burst in the U.S. and many
Americans stopped buying house-
hold items such as carpets and blan-
kets. The trend has since acceler-
ated and spread into apparel and
other products.

Meanwhile, the industry’s woes
have been compounded by India’s
infrastructure problems. Tamil
Nadu state, home to a quarter of
the country’s textile production,
last month capped power usage at
50% of normal levels to deal with a
severe energy shortage. Textile
businesses such as spinning mills

need to operate around the clock to
be profitable, factory owners say.

“The textile industry is really be-
ing hit on all sides,” says K.A. Srini-
vasan, chairman of the South India
Mills Association. He warns that
“the full effect is still to be seen.”

That is evident in the small city
of Tirupur, 60 kilometers from
Coimbatore. Tirupur used to be a
thriving center for the Indian gar-

ment trade, with almost 3,500 ap-
parel makers. Locals call the city
“little Japan” for its dependence on
exports. Half of the garments made
there are shipped to the U.S.

Now, trucks delivering raw cot-
ton to Tirupur factories are half-
empty, reflecting slumping orders.
Workers who have had their shifts
eliminated or shortened sit idly on
the stoops of their garment plants.

Tirupur’s exports, which were
growing at 15% a year and peaked
at $2.2 billion in the year ended
March 31, are set to decline 20%
this year, says A. Sakthivel, presi-
dent of the Tirupur Exporters’ Asso-
ciation. “From the tea shop to the
big store or theaters, Tirupur lives
on exports,” Mr. Sakthivel says, add-
ing that the slowdown “will affect
us from top to bottom.”

The industry has been lobbying
the government for help. Last
month, a delegation from the Tiru-
pur Exporters’ Association trav-
eled to New Delhi to ask the central
government to reinstate a tax
break for exports, reduce lending
rates from state-owned banks, and
extend a two-year moratorium on
loan payments for garment export-
ers. The government has indicated
it will try to help, but hasn’t dis-
closed any specific measures.

CORPORATE NEWS

A worker empties spools of processed cotton yarn in an Indian spinning mill.
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By Andy Pasztor

And J. Lynn Lunsford

Investigators took photos and
measurements at the charred wreck-
age of a Continental Airlines jet
Monday, searching for clues about
why the plane veered off a runway
in Denver on Saturday and skidded
into a shallow ravine, injuring more
than three dozen on board.

The twin-engine Boeing 737-500
still sat Monday in a shallow, snow-
covered ravine where it came to rest
after an aborted takeoff.

National Transportation Safety
Board investigators made prelimi-
nary reviews of the cockpit voice re-
corder and the flight data recorder
Sunday, agency spokesman Peter
Knudson said.

No information has been re-
leased, but Mr. Knudson said “we do
have good data” from the recorders.

Investigatorsplannedtointerview
the captain and the first officer later
Monday.Bothhadcleansafetyrecords
with the Federal Aviation Administra-
tion, FAA spokesman Ian Gregor said.
Hedeclined to release their names.

Preliminary indications point to
braking problems aboard the Hous-
ton-bound jetliner that may have
caused the accident, said people fa-
miliar with early data gathered by
investigators.

These people said preliminary
data and information from air-traf-
fic controllers indicate the jet was
accelerating for takeoff when the
cockpit crew decided to stop the
plane from becoming airborne.
When pilots applied the brakes, the
speeding plane was pulled to the
left side of the runway, careened

across some taxiways and smashed
into a ravine, about 180 meters from
one of the airport’s fire stations, ac-
cording to these people.

It isn’t clear what prompted the
crewtoabandonthetakeoffincoldbut
clear weather around 6 p.m. Saturday.
The Denver runway was free of ice or
snow Saturday, according to eyewit-
nessesandpeoplefamiliarwiththein-
vestigation,butrubberskidmarkssug-
gesttheplanebeganveeringtotheleft
earlyin its roll toward takeoff.

Over the years, engine malfunc-
tions and problems with landing
gears or blown tires have accounted
for about half of all aborted takeoffs
globally, and they are among the
leading probable causes for Satur-
day’s accident, according to people
familiar with the investigation.

A likely contributing factor, ac-
cording to investigators, was a stiff
crosswind reported at more than 48
kilometers per hour that would
have made it more difficult to keep
the plane rolling down the center of
the runway while simultaneously
trying to stop.

There were no fatalities among
the 115 passengers and crew. Some
passengers used emergency chutes
while others clambered down wings
in what they described as a chaotic
scene in the smoke-filled ravine.
Firefighters were able to quickly
douse flames on the right side of the
plane, though they stayed on the
scene to mop up minor flare-ups
through early Sunday.

So-called runway excursions or
overruns are rare events in the U.S.,
with pilots receiving regular training
on how to slow down aircraft in all
types of weather and runway condi-

tions if they decide against a takeoff.
But such overruns are an increasing
problem outside the U.S., ranking as
oneofthetopglobalcausesofcommer-
cial-airplaneaccidentsinrecentyears.

Investigators will look at, among
other things, how fast the plane was
moving when pilots aborted the take-
off. They will also try to determine
whether automatic braking systems
were engaged, and whether such sys-
temsastheengine-thrustreversersor
panels on top of the wings were de-
ployed or may have failed to operate
correctly to stop the aircraft.

Continental declined to comment
on any of the factors that could have
causedthecrash.RobertSumwalt,the
NTSB member at the accident site, is a
former commercial pilot who used to
flysuchjets.Callingitapotentiallyim-
portant safety lesson, he said “we’re
going to learn something” important
fromthiscrash“withoutsufferingany
fatalities.”

THE MART
BUSINESS OPPORTUNITIES

CAPITALWANTED

CAPITALWANTED

MACHINERY & EQUIPMENT

TRAVEL

Build a recession proof, profitable business,

your own accounting & tax practice. This is not

a franchise. provides marketing training,

processing and software.

Plus we guarantee $300,000 in annualized

billings in 24 months.

1-888-New Clients

1-888-639-2543

ACCOUNTANTS
CFO’S, CONTROLLERS

300kguarantee.com

NCI

WORRIED ABOUT YOUR FUTURE?

THE TIMING IS RIGHT!
Businesses for sale by owner.

Nationawide - no cost to buyers. All have
on-site inspections and cash flow analysis.

Call 866-498-6445
Email timing@nbcsllc.com

à As with all investments,
appropriate advice should be obtained prior

to entering into any binding contract. à

Hampton Inn & Suites
Vernal, Utah-Permit Ready

Capital Requirement: $4,400,000
Lowe's Anchored Retail Center
Riverton, Utah-Fully Entitled

Capital Requirement: $4,700,000
Retail Strip Center

Avondale, Arizona-Fully Entitled
Capital Requirement: $2,300,000
TheMerrill Group of Companies

Richard H. Dooling
800-808-8559

rdooling@themerrillgroupco.com
www.themerrillgroupco.com

3 Partnership
Opportunities

Energy Tech Institute in Colorado

that grows a "Brain Trust" of one

million desktops for R&D.

www.Energyparkone.com/$50mil

or call Lloyd (303) 671-5340

$50Mil J.V. to Build an

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers. Tuesdays
inMarketplace.
Tel: 44-20-7842-9600

or 49-69-971-4280

Executive Travel Program

Guests and clients of
320 leading hotels and car
rental agencies receive

The Wall Street Journal Europe
daily, courtesy of

addictlab.com
global creative think tank

TM

www.accessmba.com
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KBL Key Major Em Mkts GL EQ LUX 12/18 USD 359.03 –61.4 –59.2 –23.4
KBL Key NaturalRes EUR OT EQ LUX 12/18 EUR 327.33 –47.3 –45.4 –19.8
KBL Key NaturalRes USD OT EQ LUX 12/18 USD 359.92 –47.9 –45.2 –15.7

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 12/12 USD 31.77 –57.6 –57.9 –25.4
LG Asian Plus AS EQ CYM 12/12 USD 36.62 –57.1 –58.0 –19.1
LG Asian SmallerCo's AS EQ BMU 12/19 USD 54.57 –65.7 –63.8 –35.7
LG India EA EQ MUS 12/18 USD 32.76 –64.9 –65.0 –22.9
Siberian Investment Co EE EQ IRL 12/08 USD 16.82 –80.9 –80.5 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 12/19 EUR 25.93 –64.5 –63.6 –35.4
MP-TURKEY.SI OT OT SVN 12/19 EUR 18.85 –63.0 –62.3 –31.0

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 12/19 EUR 2.02 –77.5 –76.8 NS
Parex Eastern Europ Bd EU BD LVA 12/19 USD 8.68 –36.5 –36.1 –17.9
Parex Russian Eq EE EQ LVA 12/19 USD 8.66 –72.7 –71.8 –38.2
Parex Ukrainian Eq EU EQ LVA 12/19 EUR 1.69 –83.5 –83.4 NS

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 12/22 USD 110.46 –53.2 –52.5 –19.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/22 USD 106.05 –53.7 –53.0 –19.9
PF (LUX)-Biotech-Pca OT EQ LUX 12/19 USD 280.03 –15.8 –15.8 –1.3
PF (LUX)-CHF Liq-Pca CH MM LUX 12/19 CHF 123.95 1.6 1.7 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/18 CHF 95.67 1.6 1.7 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 12/19 EUR 115.69 –48.0 –46.8 –26.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 12/19 USD 81.13 –40.7 –38.5 –14.7
PF (LUX)-East Eu-Pca EU EQ LUX 12/19 EUR 134.81 –73.8 –73.3 –42.7
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 12/22 USD 93.57 –59.5 –58.3 –24.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/22 USD 307.47 –58.1 –56.8 –24.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 12/19 EUR 76.34 –44.1 –43.2 –24.2
PF (LUX)-EUR Bds-Pca EU BD LUX 12/19 EUR 376.25 4.1 4.2 0.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/18 EUR 295.75 4.2 4.3 0.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/19 EUR 124.36 –5.2 –5.0 –3.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/18 EUR 90.60 –5.2 –5.1 –3.4
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/19 EUR 88.64 –38.1 –38.1 –22.8
PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/18 EUR 57.24 –38.2 –38.2 –22.9
PF (LUX)-EUR Liq-Pca EU MM LUX 12/19 EUR 134.54 3.6 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/18 EUR 100.49 3.6 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 12/19 EUR 303.60 –50.2 –49.1 –29.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 12/19 EUR 100.88 –45.2 –44.6 –27.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 12/19 USD 187.40 –6.6 –6.3 –0.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/18 USD 133.21 –6.9 –6.5 –0.9
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 12/19 USD 12.68 –47.8 –46.1 –25.9
PF (LUX)-Gr China-Pca AS EQ LUX 12/22 USD 214.92 –49.8 –48.4 –12.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/22 USD 199.09 –62.4 –59.8 –19.8
PF (LUX)-Jap Index-Pca JP EQ LUX 12/22 JPY 8051.11 –43.3 –43.0 –28.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/22 JPY 7215.91 –46.1 –45.6 –33.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/22 JPY 7044.64 –46.5 –46.0 –34.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/22 JPY 3874.09 –43.8 –43.1 –32.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/22 USD 152.62 –52.2 –50.8 –20.2
PF (LUX)-Piclife-Pca CH BA LUX 12/19 CHF 695.61 –18.1 –18.0 –9.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 12/19 EUR 44.77 –41.8 –41.3 –24.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 12/19 USD 23.73 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 12/19 USD 70.09 –37.2 –34.8 –17.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 12/19 EUR 317.02 –48.6 –47.4 –28.2
PF (LUX)-US Eq-Ica US EQ LUX 12/19 USD 79.82 –38.0 –37.1 –18.0
PF (LUX)-USA Index-Pca US EQ LUX 12/19 USD 71.20 –38.6 –37.9 –20.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 12/19 USD 533.63 13.1 13.5 9.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/18 USD 404.21 13.3 14.1 9.5
PF (LUX)-USD Liq-Pca US MM LUX 12/19 USD 130.20 2.5 2.6 3.6
PF (LUX)-USD Liq-Pdi US MM LUX 12/18 USD 87.76 2.5 2.6 3.6
PF (LUX)-Water-Pca GL EQ LUX 12/19 EUR 102.42 –34.4 –33.2 –17.4
PF (LUX)-WldGovBds-Pca GL BD LUX 12/19 USD 164.05 11.5 12.7 9.5

PF (LUX)-WldGovBds-Pdi GL BD LUX 12/18 USD 141.18 13.3 14.5 10.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 12/22 USD 42.22 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 12/19 USD 7.86 –45.7 –43.6 –24.6
Japan Fund USD JP EQ IRL 12/22 USD 14.29 –15.1 –13.5 –11.5

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 11/28 USD 123.63 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 11/28 USD 8.03 –50.9 –48.7 –14.9
Europn Conviction USD B EU EQ CYM 11/28 USD 123.63 8.2 13.3 6.6
Europn Forager USD B OT OT CYM 11/28 USD 176.56 –13.9 –13.7 –0.9
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 10/31 USD 13.93 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 17.9 22.3 19.8
UK Fund USD A OT OT CYM 11/28 USD 165.65 4.1 3.4 4.3

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 12/17 USD 60.31 NS –56.9 –21.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 12/19 EUR 560.69 –43.0 –41.5 NS
Core Eurozone Eq B EU EQ IRL 12/19 EUR 655.05 NS NS NS
Euro Fixed Income A EU BD IRL 12/19 EUR 1129.52 –9.6 –9.6 –6.2
Euro Fixed Income B EU BD IRL 12/19 EUR 1198.39 –9.0 –9.1 –5.7
Euro Small Cap A EU EQ IRL 12/19 EUR 837.87 –52.4 –51.3 –34.2
Euro Small Cap B EU EQ IRL 12/19 EUR 891.98 –52.1 –51.0 –33.8
Eurozone Agg Eq A EU EQ IRL 12/19 EUR 490.11 –48.8 –47.7 NS
Eurozone Agg Eq B EU EQ IRL 12/19 EUR 700.04 –48.5 –47.4 –27.1
Glbl Bd (EuroHdg) A GL BD IRL 12/19 EUR 1183.82 –8.5 –8.2 –4.1
Glbl Bd (EuroHdg) B GL BD IRL 12/19 EUR 1248.77 –7.9 –7.6 –3.5
Glbl Bd A EU BD IRL 12/18 EUR 951.05 –5.7 –5.9 –5.7
Glbl Bd B EU BD IRL 12/18 EUR 1006.26 –5.1 –5.4 –5.1
Glbl Real Estate A OT EQ IRL 12/19 USD 663.87 –47.8 –46.2 –29.9
Glbl Real Estate B OT EQ IRL 12/19 USD 680.18 –47.5 –45.9 –29.5
Glbl Real Estate EH-A OT EQ IRL 12/19 EUR 622.66 –46.9 –45.7 –31.0
Glbl Real Estate SH-B OT EQ IRL 12/19 GBP 58.75 –46.5 –45.2 –30.0
Glbl Strategic Yield A EU BD IRL 12/19 EUR 1103.24 –26.2 –26.2 –13.6
Glbl Strategic Yield B EU BD IRL 12/19 EUR 1173.26 –25.7 –25.8 –13.1
Japan Equity A JP EQ IRL 12/19 JPY 10030.00 –46.1 –45.3 –30.3
Japan Equity B JP EQ IRL 12/19 JPY 10624.00 –45.7 –44.9 –29.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 12/19 USD 1308.21 –50.6 –48.4 –18.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/19 USD 1387.51 –50.3 –48.1 –18.4
Pan European Eq A EU EQ IRL 12/19 EUR 708.35 –47.9 –47.0 –27.7
Pan European Eq B EU EQ IRL 12/19 EUR 750.47 –47.6 –46.7 –27.3
US Equity A US EQ IRL 12/19 USD 658.21 –43.3 –42.5 –21.2
US Equity B US EQ IRL 12/19 USD 700.24 –42.9 –42.1 –20.8
US Small Cap A US EQ IRL 12/19 USD 981.90 –42.8 –41.8 –22.4
US Small Cap B US EQ IRL 12/19 USD 1045.46 –42.5 –41.5 –22.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 12/22 SEK 60.70 –48.0 –48.0 –28.4
Choice Japan Fd JP EQ LUX 12/22 JPY 44.18 –44.1 –43.6 –30.9
Choice Jpn Chance/Risk JP EQ LUX 12/22 JPY 44.15 –50.7 –50.4 –32.1
Choice NthAmChance/Risk US EQ LUX 12/22 USD 2.83 –45.9 –45.0 –23.1
Europe 2 Fd EU EQ LUX 12/22 EUR 0.69 –52.3 –52.0 –30.4
Europe 3 Fd EU EQ LUX 12/22 GBP 2.88 –38.7 –37.4 –17.2
Global Chance/Risk Fd GL EQ LUX 12/22 EUR 0.47 –39.9 –40.3 –23.8
Global Fd GL EQ LUX 12/22 USD 1.66 –43.9 –43.1 –21.7
Intl Mixed Fd -C- NO BA LUX 12/22 USD 22.78 –31.6 –30.6 –13.4
Intl Mixed Fd -D- NO BA LUX 12/22 USD 16.07 –31.6 –30.6 –12.2
Wireless Fd OT EQ LUX 12/22 EUR 0.09 –50.0 –50.2 –24.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 12/22 USD 4.58 –49.6 –48.1 –19.0
Currency Alpha EUR -IC- OT OT LUX 12/22 EUR 10.91 6.8 6.9 NS
Currency Alpha EUR -RC- OT OT LUX 12/22 EUR 10.86 6.3 6.4 NS
Currency Alpha SEK -ID- OT OT LUX 12/22 SEK 105.68 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 12/22 SEK 118.69 NS NS NS
Generation Fd 80 OT OT LUX 12/22 SEK 6.39 –32.4 –32.8 NS
Nordic Focus EUR NO EQ LUX 12/22 EUR 48.57 –50.9 –50.1 NS
Nordic Focus NOK NO EQ LUX 12/22 NOK 59.51 NS NS NS
Nordic Focus SEK NO EQ LUX 12/22 SEK 56.54 –43.2 –42.2 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 12/22 USD 1.40 –42.5 –42.0 –22.2
Ethical Global Fd GL EQ LUX 12/22 USD 0.61 –44.5 –43.8 –23.0
Ethical Sweden Fd NO EQ LUX 12/22 SEK 28.36 –36.3 –36.3 –20.3
Europe Fd EU EQ LUX 12/22 USD 1.61 –54.7 –53.4 –22.0
Index Linked Bd Fd SEK OT BD LUX 12/22 SEK 13.06 4.5 4.4 3.2

Medical Fd OT EQ LUX 12/22 USD 2.86 –25.8 –25.4 –10.7
Short Medium Bd Fd SEK NO MM LUX 12/22 SEK 9.16 3.1 3.2 3.0
Technology Fd OT EQ LUX 12/22 USD 1.58 –44.7 –44.2 –19.5
World Fd NO BA LUX 12/22 USD 1.63 –39.0 –37.9 –15.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 12/22 EUR 1.27 1.9 2.0 2.2
Short Bond Fd SEK NO MM LUX 12/22 SEK 21.55 2.7 2.8 2.9
Short Bond Fd USD US MM LUX 12/22 USD 2.50 1.8 2.0 3.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 12/22 SEK 10.08 –1.3 –1.4 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 12/22 SEK 9.05 –1.3 –1.4 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 12/22 SEK 25.25 –1.5 –1.5 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 12/22 SEK 8.41 –1.5 –1.5 –0.2
Alpha Short Bd SEK -A- NO MM LUX 12/22 SEK 10.80 2.8 2.9 3.0
Alpha Short Bd SEK -B- NO MM LUX 12/22 SEK 10.13 2.8 2.9 3.0
Alpha Short Bd SEK -C- NO MM LUX 12/22 SEK 21.14 2.7 2.8 2.8
Alpha Short Bd SEK -D- NO MM LUX 12/22 SEK 8.79 2.7 2.8 2.8
Bond Fd SEK -C- NO BD LUX 12/22 SEK 41.40 9.6 9.6 5.4
Bond Fd SEK -D- NO BD LUX 12/22 SEK 12.42 8.3 8.4 4.8
Corp. Bond Fd EUR -C- EU BD LUX 12/22 EUR 1.09 –7.7 –8.0 –4.5
Corp. Bond Fd EUR -D- EU BD LUX 12/22 EUR 0.85 –8.1 –8.3 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 12/22 SEK 10.69 –11.4 –11.6 –6.1
Corp. Bond Fd SEK -D- NO BD LUX 12/22 SEK 8.40 –11.2 –11.4 –6.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/22 EUR 102.93 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/22 EUR 102.65 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 12/22 SEK 1121.86 NS NS NS
Flexible Bond Fd -C- NO BD LUX 12/22 SEK 20.83 5.6 5.6 4.0
Flexible Bond Fd -D- NO BD LUX 12/22 SEK 11.79 5.6 5.6 4.0

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 12/22 SEK 80.26 –24.4 –23.9 –13.0
Global Hedge I SEK -D- OT OT LUX 12/22 SEK 73.35 –26.6 –26.1 –14.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 12/22 USD 1.55 –53.3 –52.0 –17.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 12/22 SEK 17.41 –47.9 –47.2 –23.2
Europe Chance/Risk Fd EU EQ LUX 12/22 EUR 752.31 –55.8 –55.4 –33.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 12/19 USD 15.68 –52.6 –50.2 –8.8
Eq. Pacific A AS EQ LUX 12/19 USD 6.49 –53.1 –51.1 –15.8

n SGAM Fund
Bonds CHF A CH BD LUX 12/18 CHF 28.12 7.8 7.6 2.6
Bonds ConvEurope A EU BD LUX 12/18 EUR 28.20 –3.0 –2.4 1.1
Bonds Eur Corp A EU BD LUX 12/18 EUR 20.61 –6.1 –5.9 –3.9
Bonds Eur Hi Yld A EU BD LUX 12/18 EUR 13.08 –38.3 –38.3 –22.5
Bonds EURO A EU BD LUX 12/19 EUR 39.34 6.5 6.5 3.2
Bonds Europe A EU BD LUX 12/18 EUR 37.80 5.7 6.1 2.3
Bonds US MtgBkSec A US BD LUX 12/18 USD 26.01 3.1 3.9 3.8
Bonds US OppsCoreplus A US BD LUX 12/18 USD 31.26 –0.7 0.0 2.6
Bonds World A GL BD LUX 12/18 USD 40.88 10.0 12.0 10.0
Eq. ConcentratedEuropeA EU EQ LUX 12/19 EUR 20.30 –49.7 –48.5 –29.3
Eq. Eastern Europe A EU EQ LUX 12/19 EUR 13.41 –69.6 –69.1 –39.6
Eq. Equities Global Energy OT EQ LUX 12/19 USD 13.98 –44.5 –41.1 –13.6
Eq. Euroland A EU EQ LUX 12/19 EUR 9.05 –47.7 –46.4 –26.6
Eq. Euroland MidCapA EU EQ LUX 12/19 EUR 14.20 –51.0 –50.3 –32.2
Eq. EurolandCyclclsA EU EQ LUX 12/19 EUR 13.58 –46.4 –45.1 –20.6
Eq. EurolandFinancialA OT EQ LUX 12/19 EUR 8.36 –55.1 –54.5 –36.2
Eq. Glbl Emg Cty A GL EQ LUX 12/19 USD 6.09 –54.9 –52.7 –20.7
Eq. Global A GL EQ LUX 12/19 USD 20.53 –46.4 –45.2 –25.0
Eq. Global Technol A OT EQ LUX 12/19 USD 3.69 –47.9 –46.3 –27.5
Eq. Gold Mines A OT EQ LUX 12/19 USD 19.32 –35.5 –29.5 –13.5
Eq. Japan A JP EQ LUX 12/19 JPY 647.69 –51.1 –50.4 –34.2
Eq. Japan Sm Cap A JP EQ LUX 12/19 JPY 884.78 –48.1 –48.0 –40.8
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –26.6 –26.6 –16.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 12/19 GBP 9.29 –45.5 –43.2 –27.5
Eq. US ConcenCore A US EQ LUX 12/19 USD 16.15 –39.9 –38.3 –19.1
Eq. US Lg Cap Gr A US EQ LUX 12/19 USD 10.85 –46.1 –44.4 –23.2
Eq. US Mid Cap A US EQ LUX 12/19 USD 19.57 –50.0 –48.9 –20.9
Eq. US Multi Strg A US EQ LUX 12/18 USD 15.68 –45.6 –44.2 –25.2

Eq. US Rel Val A US EQ LUX 12/18 USD 15.23 –46.8 –46.1 –29.2
Eq. US Sm Cap Val A US EQ LUX 12/19 USD 12.63 –49.4 –48.8 –31.1
Eq. US Value Opp A US EQ LUX 12/19 USD 12.63 –50.5 –49.7 –31.5
Money Market EURO A EU MM LUX 12/19 EUR 27.09 4.2 4.4 4.1
Money Market USD A US MM LUX 12/19 USD 15.73 2.8 2.9 3.9

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 11/30 USD 8.04 –45.6 –44.4 –5.5
UAE Blue Chip Fund Acc OT OT ARE 12/11 AED 5.27 –54.8 –52.5 –17.0

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 12/22 EEK 99.94 –62.7 –62.8 –38.5
New Europe Small Cap EUR EE EQ EST 12/22 EEK 48.03 –65.5 –65.5 –40.3
Second Wave EUR EE EQ EST 12/22 EEK 84.87 –69.1 –69.2 –36.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/22 JPY 8566.00 –48.9 –48.6 –34.4
YMR-N Japan Fund JP EQ IRL 12/22 JPY 9333.00 –46.3 –45.9 –30.6
YMR-N Low Price Fund JP EQ IRL 12/22 JPY 12881.00 –43.6 –42.9 –30.6
YMR-N Small Cap Fund JP EQ IRL 12/22 JPY 6220.00 –49.8 –49.5 –36.3
Yuki Mizuho Gen Jpn III JP EQ IRL 12/22 JPY 4189.00 –54.9 –54.5 –36.1
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/22 JPY 4462.00 –54.1 –53.6 –38.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/22 JPY 6034.00 –51.8 –51.3 –36.4
Yuki Mizuho Jpn Gen JP EQ IRL 12/22 JPY 7933.00 –48.4 –47.6 –32.7
Yuki Mizuho Jpn Gro JP EQ IRL 12/22 JPY 6233.00 –49.5 –49.1 –34.5
Yuki Mizuho Jpn Inc JP EQ IRL 12/22 JPY 7908.00 –39.7 –39.2 –27.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/22 JPY 4957.00 –47.5 –47.0 –31.4
Yuki Mizuho Jpn LowP JP EQ IRL 12/22 JPY 11195.00 –38.2 –37.7 –24.9
Yuki Mizuho Jpn PGth JP EQ IRL 12/22 JPY 7578.00 –53.8 –53.6 –34.8
Yuki Mizuho Jpn SmCp JP EQ IRL 12/22 JPY 5945.00 –53.1 –52.9 –36.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/22 JPY 5194.00 –44.7 –44.4 –31.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/22 JPY 2370.00 –58.5 –57.9 –49.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/22 JPY 4146.00 –53.1 –52.9 –35.9
Yuki 77 General JP EQ IRL 12/22 JPY 5835.00 –49.2 –48.9 –33.2
Yuki 77 Growth JP EQ IRL 12/22 JPY 5870.00 –52.1 –52.0 –36.6
Yuki 77 Income AS EQ IRL 12/22 JPY 5089.00 –39.3 –39.1 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/22 JPY 6181.00 –46.9 –46.7 –32.9
Yuki Chugoku Jpn Gro JP EQ IRL 12/22 JPY 5068.00 –49.8 –49.4 –31.6
Yuki Chugoku JpnLowP JP EQ IRL 12/22 JPY 8126.00 –37.7 –36.5 –23.5
Yuki Chugoku JpnPurGth JP EQ IRL 12/22 JPY 4664.00 –46.7 –46.3 –31.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/22 JPY 6715.00 –47.8 –47.8 –33.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/22 JPY 4520.00 –48.7 –48.3 –32.5
Yuki Hokuyo Jpn Inc JP EQ IRL 12/22 JPY 5268.00 –37.5 –36.7 –27.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/22 JPY 4580.00 –46.9 –46.3 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/22 JPY 4463.00 –54.0 –53.8 –37.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/22 JPY 4344.00 –51.3 –50.9 –35.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/22 JPY 5035.00 –47.4 –46.5 –33.3
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 11/28 USD 16.10 –94.7 –94.4 –66.4
788 China Smaller Cap OT OT CYM 11/28 USD 15.43 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 11/28 USD 68.65 –52.2 –51.4 –23.5
788 Japan Fund Ltd OT OT CYM 11/28 USD 11.06 –91.1 –91.1 –67.3

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 11/28 USD 36.36 –44.8 –41.2 –20.1

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 11/28 USD 1355.87 –16.8 –16.7 –5.4
CMA MultHdge Arbtrge OT OT CYM 11/28 USD 1741.08 –9.8 –9.7 –1.4
CMA MultHdge Balncd OT OT CYM 11/28 USD 1244.44 –11.2 –11.1 –2.3
CMA MultHdge Growth OT OT CYM 11/28 USD 1692.18 –14.3 –13.6 –4.0
CMA MultiHdge Lvrgd OT OT CYM 11/28 USD 962.18 –32.7 –33.1 –14.5

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 10/31 EUR 104.59 –19.3 –20.0 –4.1
D'Auriol Opp F3 EUR EU MM CYM 10/31 EUR 1034.84 –24.5 –25.8 –8.5

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 11/28 USD 2078.33 –11.0 –11.7 –2.7

Harmony Cap Ltd B EUR OT OT BMU 11/28 EUR 2009.32 –10.5 –11.1 –3.1
Harmony Cap Ltd D USD OT OT BMU 11/28 USD 1911.11 42.2 41.1 22.7
Harmony Cap Ltd E EUR OT OT BMU 11/28 USD 1156.71 –10.7 –11.4 –3.5
Harmony Cap Ltd F GBP OT OT BMU 11/28 GBP 1009.64 –10.1 –10.7 –2.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 12/12 USD 496.01 –72.1 –72.3 –45.0

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 11/28 EUR 215.75 16.4 18.5 39.7
Horseman EmMkt Opp USD GL EQ USA 11/28 USD 219.14 14.4 16.4 40.1
Horseman EurSelLtd EUR EU EQ GBR 11/28 EUR 211.32 17.7 19.8 22.3
Horseman EurSelLtd USD EU EQ GBR 11/28 USD 219.15 16.6 18.8 22.6
Horseman Glbl Ltd EUR GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5
Horseman Glbl Ltd USD GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5

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 11/28 GBP 0.95 –15.4 –14.9 –2.2
Global Absolute USD OT OT GGY 11/28 USD 1.77 –15.4 –14.9 –2.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 11/28 EUR 78.08 –30.3 –29.8 NS
Special Opp Inst EUR OT OT CYM 11/28 EUR 73.36 –29.9 –29.4 NS
Special Opp Inst USD OT OT CYM 11/28 USD 83.00 –27.4 –26.8 NS
Special Opp USD OT OT CYM 11/28 USD 81.89 –27.8 –27.3 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 11/28 EUR 120.68 –14.8 –14.0 –0.2
GH Fund CHF Hdg OT OT JEY 11/28 CHF 101.26 –17.4 –17.0 –4.3
GH Fund EUR Hdg OT OT JEY 11/28 EUR 109.75 –16.9 –16.3 –3.0
GH Fund EUR Hdg (Non-V II) OT OT JEY 11/28 EUR 97.44 –16.8 –16.2 –2.9
GH Fund EUR Hdg (Non-V) OT OT JEY 11/28 EUR 109.75 –16.9 –16.3 –3.0
GH Fund GBP Hdg OT OT JEY 11/28 GBP 119.59 –16.4 –15.7 –1.8
GH Fund Inst EUR OT OT JEY 11/28 EUR 84.39 NS NS NS
GH Fund Inst JPY OT OT JEY 11/28 JPY 8515.71 –16.1 –15.7 NS
GH Fund Inst USD OT OT JEY 11/28 USD 99.84 –15.0 –14.2 –0.7
GH FUND S EUR OT OT CYM 11/28 EUR 114.57 –16.2 –15.5 –2.0
GH FUND S GBP OT OT JEY 11/28 GBP 119.33 –15.3 –14.4 –0.6
GH Fund S USD OT OT CYM 11/28 USD 133.49 –14.5 –13.8 –0.1
GH Fund USD OT OT GGY 11/28 USD 246.79 –15.6 –14.9 –1.3
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 11/28 USD 100.87 –33.9 –33.2 –9.9
MultiAdv Arb CHF Hdg OT OT JEY 11/28 CHF 85.18 –25.3 –25.6 –11.6
MultiAdv Arb EUR Hdg OT OT JEY 11/28 EUR 91.35 –24.9 –25.0 –10.5
MultiAdv Arb GBP Hdg OT OT JEY 11/28 GBP 98.90 –24.8 –24.8 –9.9
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 11/28 EUR 96.67 –24.1 –24.1 –9.3
MultiAdv Arb S GBP OT OT CYM 11/28 GBP 101.67 –23.5 –23.5 –8.3

MultiAdv Arb S USD OT OT CYM 11/28 USD 110.09 –22.2 –22.1 –7.4
MultiAdv Arb USD OT OT GGY 11/28 USD 171.66 –23.1 –23.2 –8.6

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 11/28 USD 108.04 –18.9 –18.8 –5.1
Asian AdbantEdge EUR OT OT JEY 11/28 EUR 88.10 –25.8 –24.9 NS
Asian AdvantEdge OT OT JEY 11/28 USD 160.85 –24.7 –23.7 –3.2
Emerg AdvantEdge OT OT JEY 11/28 USD 139.93 –32.4 –31.7 –7.5
Emerg AdvantEdge EUR OT OT JEY 11/28 EUR 78.26 –34.4 –33.8 NS
Europ AdvantEdge EUR OT OT JEY 11/28 EUR 116.54 –18.3 –18.1 –6.4
Europ AdvantEdge USD OT OT JEY 11/28 USD 123.36 –17.4 –17.2 –5.2
Japan AdvantEdge JPY OT OT JEY 11/28 JPY 7925.12 –15.6 –17.0 –10.9
Japan AdvantEdge USD OT OT JEY 11/28 USD 91.64 –14.7 –15.7 –8.0
Lvgd Alpha AdvantEdge OT OT JEY 11/28 USD 87.83 –39.5 –39.6 –16.5
Trading AdvantEdge OT OT GGY 11/28 USD 150.32 11.8 13.5 17.2
Trading AdvantEdge EUR OT OT GGY 11/28 EUR 137.06 12.3 13.9 16.4
Trading AdvantEdge GBP OT OT GGY 11/28 GBP 144.24 14.6 16.5 18.6
US AdvantEdge OT OT JEY 11/28 USD 105.42 –16.6 –16.5 –4.0

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 11/20 EUR 246.02 –3.2 –3.9 1.4
Integrated Dir Trading EUR OT OT CYM 09/30 EUR 103.47 1.0 7.3 7.8
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.79 –20.2 –18.9 –3.4
Integrated European EUR OT OT CYM 09/30 EUR 151.00 1.6 0.6 4.0
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.78 –12.6 –11.3 1.2
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 09/30 EUR 124.28 –10.9 –9.1 0.0
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9
KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6
KBL SPOP Long/Short Eq OT OT LUX 10/31 USD 391.27 –40.9 –41.9 –12.3
KBL SPOP Long/Short Eq OT OT LUX 10/31 EUR 371.55 –42.9 –43.8 –14.4

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/12 USD 197.28 –76.3 –75.7 –51.0
Antanta MidCap Fund EE EQ AND 12/12 USD 292.15 –83.9 –83.2 –51.9

Meriden Opps Fund GL OT AND 12/17 EUR 87.28 –22.1 NS NS
Meriden Protective Div GL EQ 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 10/31 USD 1253.68 –15.5 –16.4 –0.8

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 12/16 USD 82.83 73.3 78.2 36.0
Superfund GCT USD* GL EQ LUX 12/16 USD 3640.00 50.0 53.1 22.1
Superfund Gold A (SPC) GL OT CYM 12/16 USD 1111.67 26.5 32.2 28.2
Superfund Gold B (SPC) GL OT CYM 12/16 USD 1287.12 37.5 46.5 33.6
Superfund Q-AG* OT OT AUT 12/16 EUR 8748.00 35.2 36.9 18.9

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 11/28 USD 184.23 11.7 13.9 12.6

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 11/28 EUR 1279.60 2.3 2.7 9.1
Winton Evolution GBP GL OT VGB 11/28 GBP 1259.30 3.2 3.8 10.3
Winton Evolution JPY GL OT VGB 11/28 JPY 113320.39 –1.4 –1.2 5.4
Winton Evolution USD GL OT CYM 11/28 USD 1250.56 2.0 2.4 9.5
Winton Futures EUR GL OT VGB 11/28 EUR 202.25 19.2 19.4 19.0
Winton Futures GBP GL OT VGB 11/28 GBP 217.41 20.6 21.0 20.7
Winton Futures JPY Lead Series 2 GL OT VGB 11/28 JPY 14458.03 14.9 14.7 15.4
Winton Futures USD GL OT VGB 11/28 USD 718.25 18.5 18.8 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 12/12 EUR 115.85 –18.2 –10.4 –7.0
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 12/12 USD 249.25 –16.9 –9.0 –5.5

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 ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 11/28 USD 1315.66 NS –1.0 –13.7 –15.8 –4.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Smoking lawsuits revive
U.S. court ruling
against Altria unit
sets off legal moves
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Sina expands into offline world

On Other Fronts

CORPORATE NEWS

British Airways PLC

British Airways PLC said Monday
it doesn’t expect its U.S. antitrust im-
munity application to be delayed, de-
spite the U.S. government’s request
Friday for more information on its
proposed alliance with AMR Corp.’s
American Airlines. The U.S. Depart-
ment of Transportation Friday re-
quested further information from
BA, American and Spain’s Iberia
Líneas Aéreas de España SA about
their potential tie-up, including que-
ries on any potential capacity and
pricing decisions they may adopt.
The antitrust immunity status would
bypass monopoly laws in the U.S., al-
lowing BA, American and Iberia to
work together on scheduling and
pricing. The planned tie-up would
also be a revenue-sharing deal.

GLOBAL BUSINESS BRIEFS

The U.S. Supreme Court ruled smokers
can sue Altria for allegedly deceptive
advertising of ‘light’ cigarettes.

Rough seas
The best CEOs kept their
firms afloat during a
brutal year > Page 30

Aer Lingus Group PLC

Aer Lingus Group PLC Monday
appealed to shareholders to snub
Ryanair Holdings PLC’s takeover
bid, calling the move “a rip-off.” The
Irish flag carrier also announced it
will reopen services between west-
ern Ireland’s main airport, Shan-
non, and London’s Heathrow Air-
port in March 2009 following a
14-month break. That reversed the
carrier’s most unpopular decision
since it went private in 2006, and un-
dercuts part of Ryanair’s takeover
sales pitch. Ryanair, Aer Lingus’s
No. 1 shareholder, declined to com-
ment. Its Dec. 1 bid, offering Œ1.40
($1.95) per share, was 25% higher
than Aer Lingus’s share price at the
time. Since then, the carrier’s stock
has been above Ryanair’s bid price
on expectations of an improved of-
fer.

Steelcase Inc.

Steelcase Inc. said its net income
plunged 99% in the fiscal third quar-
ter, reflecting a decline in demand
as well as restructuring charges.
The designer and manufacturer of
workplace furniture also projected
a fourth-quarter loss of 4 cents to 10
cents a share on revenue of $650 mil-
lion to $700 million. For the third
quarter ended Nov. 28, the company
reported net income of $400,000, or
less than one cent a share, com-
pared with net income of $31.3 mil-
lion, or 22 cents, a year-earlier. Reve-
nue fell 8.4% to $811.3 million as an
increase in international sales of
2.3% failed to offset an 11% decline
in U.S. sales.

Swedbank AB

Swedbank AB said that 75.7% of
its 12.4 billion Swedish kronor ($1.6
billion) rights issue in preference
shares had been taken up by share-
holders. The remaining 24.3% will
be absorbed by existing sharehold-
ers that had agreed to underwrite
the rights issue. The preference
shares were priced at 48 kronor a
share—a 19% discount to the ordi-
nary shares’ closing price before the
announcement of the rights issue.
Swedbank’s ordinary shares closed
Monday afternoon at 42.7 kronor. In
view of this, and considering the
poor showing of many European fi-
nancial institutions’ rights issues,
the initial take-up of its capital in-
crease was “very good,” a spokes-
man said. In Sweden, preference
shareholders are paid dividends be-
fore ordinary shareholders.

Alandsbanken Abp

Finnish bank Alandsbanken Abp
said Monday it has signed a con-
tract to buy most of the Swedish op-
erations of Iceland’s troubled
Kaupthing Bank hf. Alandsbanken
said the deal should be completed in
early 2009 to buy Kaupthing Bank
Sweden’s operations except for its
corporate lending business. The
value of the deal wasn’t disclosed.
“We have analyzed Kaupthing Bank
Sweden and found a business which
fits well into Alandsbanken,” said
Alandsbanken’s chief executive Pe-
ter Wiklof in a statement. The chair-
man of Kaupthing Sweden, Christer
Villard, said the acquisition means
Sweden’s central bank will get back
the 5 billion Swedish kronor loan
($640 million) granted to Kaupth-
ing Sweden in October. The Icelan-
dic government took control of
Kaupthing on Oct. 9 as Iceland
plunged into a deep financial crisis.

—Compiled from staff
and wire service reports.

Électricité de France SA

The European Commission Mon-
day cleared Électricité de France
SA’s acquisition of British Energy
Group PLC, attaching some condi-
tions that were broadly in line with
market expectations, according to
Deutsche Bank analyst Iain Turner.
EDF confirmed it has committed to
sell within the next few years Brit-
ish Energy’s coal-fired power sta-
tion at Eggborough, as well as a gas-
fired power station at Sutton Bridge
belonging to its EDF Energy U.K. sub-
sidiary. It has also agreed to sell be-
tween five and 10 terawatt hours of
electricity on the U.K. wholesale
market from its plants each year
from 2012 to 2015, EDF said. State-
controlled EDF is buying the U.K. nu-
clear-power operator for £12.5 bil-
lion ($18.63 billion).

Source: Thomson Reuters Datastream
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Sina
Midday Monday: $24.64, down 15.3%
Year-to-date performance: down 44%

Focus Media
Midday Monday: $9.03, down 17.6%
Year-to-date performance: down 84%

Michelin SA

French tire maker Michelin SA
said Monday that recent production
cuts, made to adjust to sharply fall-
ing demand, will cost Œ150 million
($209 million) in the fourth quarter.
Demand for tires in Europe, North
America, Asia and South America
plummeted in November as car mak-
ers slashed production. Last month,
Michelin temporarily closed its Ro-
manian factories until further no-
tice. The company also added three
days to the normal Thanksgiving-
holiday shutdown at its Donaldson
plant in Greenville County, S.C.
Michelin North America has said it
plans to reduce production of con-
sumer tires at three of its BFGoo-
drich plants in Alabama. In October,
Michelin warned it would miss its
earnings target for the year because
of slow demand in Europe and
North America.

Newron Pharmaceuticals SpA

Swiss firm starts trial for
back-pain drug ralfinamide

Swiss biotechnology company
Newron Pharmaceuticals SpA said
Monday it has started a mid-to-late
stage trial of its lower-back pain
drug ralfinamide, paving the way
for a potential out-licensing deal
with a major pharmaceutical part-
ner. The study is monitoring 400 pa-
tients with moderate neuropathic
lower-back pain who either take a
160-milligram or 320-milligram
dose of ralfinamide per day or a pla-
cebo. The primary target of the
study is the reduction of pain inten-
sity. The drug, the second-most ad-
vanced in Newron’s pipeline, is also
being studied for use in inflamma-
tory pain. About 55 million patients
in the U.S., Europe and Japan suffer
from lower-back pain, caused by a
disorder of the central nervous sys-
tem.

By Loretta Chao

HONG KONG—Sina Corp.
agreed to acquire the core opera-
tions of China’s largest digital-ad-
vertising company for more than
$1 billion in stock, a risky move by
one of the country’s oldest Inter-
net companies to expand into off-
line advertising.

Sina, founded in 1999, operates
China’s most popular Web portal
by advertising revenue. Under
terms of the deal, Shanghai-based
Focus Media Holding Ltd. will sell
Sina its nationwide network of hun-
dreds of thousands of flat-panel
displays that play video ads in
places like stores and office-build-
ing elevators.

Sina will also acquire related ad
businesses, which together ac-
counted for about 52% of Focus Me-
dia’s revenue and about 73% of its
gross profit in the first nine
months of the year, the two compa-
nies said Monday.

Sina said it will issue 47 million
new shares to Focus Media for dis-
tribution to its shareholders. The
size of the issue is close to the
roughly 56 million shares Sina had
outstanding before the deal, ac-
cording to the Nasdaq Stock Mar-
ket. That means significant dilu-

tion for existing Sina sharehold-
ers.

The 47 million shares would be
valued around $1.37 billion based
on Sina’s closing share price Fri-
day. The market value for all of Fo-
cus Media was $1.42 billion at Fri-
day’s close. After the announce-
ment Monday, Sina’s shares were
down 18% at $24 in late-afternoon
Nasdaq trading. Focus Media’s
shares were off 17% at $9.12, also
on the Nasdaq.

The deal size highlights the
growing muscle of Internet compa-
nies in China, which by some mea-
sures boasts the world’s largest
population of Internet users.

Sina and its Chinese peers re-
main relatively small compared
with their U.S. counterparts, but
they are expanding quickly thanks
to strong growth in online ad
spending. Sina last month re-
ported a 64% increase from a year
earlier in its third-quarter revenue
to $105.4 million.

Sina hopes the acquisition will
create the “dominant new-media
advertising platform in China,”
which will cover “a significant por-
tion of mainstream urban consum-
ers in the China market,” Sina
Chief Executive Charles Chao said
in a conference call.

Analysts voiced skepticism, de-
spite the possibilities for cross-
selling advertising across plat-
forms.

“There is synergy in the sense
you’ve got an integrated platform
that could be a powerful new plat-
form for media buyers and adver-
tisers,” said Vivek Couto, an ana-
lyst with Media Partners Asia.
“However it depends on how inte-
grated it’s going to be.”

Founded in 2003, Focus Media
grew quickly thanks to its wide-
spread digital-ad displays and to a
series of acquisitions. But in the
past year its share price has
plunged by more than 80% as inves-
tors started doubting its business
model and its founder resigned as

chief executive.
Focus Media said it plans to

keep its Internet-advertising divi-
sion, movie-theater advertising
network and certain traditional
billboards after Monday’s deal.

Shaun Rein, head of Shanghai-
based consulting firm China Mar-
ket Research, said the steady
growth of companies like Sina was
posing a challenge to Focus Media,
because companies have increas-
ingly switched away from its ad dis-
plays in favor of advertising on-
line.

Dick Wei, an analyst for J.P.
Morgan, questioned whether Sina
will be able to use Focus Media’s
networks effectively. “The idea of
a ‘media conglomerate’ has not
worked well in China,” Mr. Wei
wrote in a research note after the
deal was announced.

Focus Media’s “original plan of
cross-selling between Internet, in-
store and elevator lobby business
has not shown much success.”

—Geoffrey A. Fowler
in Hong Kong

contributed to this article.

By Brent Kendall

WASHINGTON—The Supreme
Court’s ruling last week allowing
smokers in Maine to sue Altria
Group Inc.’s Philip Morris unit for al-
legedly deceptive advertising of
“light” cigarettes already is prompt-
ing new legal activity, including an
effort to revive a multibillion-dollar
case against the tobacco company
that had been thrown out.

St. Louis trial lawyer Stephen
Tillery filed a motion Thursday seek-
ing to reopen a $10.1 billion judg-
ment in Illinois against Philip Mor-
ris in 2003. The judgment was later
tossed out by the Illinois Supreme
Court, which said Mr. Tillery’s plain-
tiffs couldn’t sue the tobacco com-
pany for marketing cigarettes with
“light” and “low tar” descriptions.

Mr. Tillery says the U.S. Su-
preme’s Court’s 5-4 decision “evis-
cerates” the legal basis for the Illi-
nois court’s ruling and could
breathe new life into his case. He
was nearing a final deadline for find-

ing a basis to revive the suit.
Altria spokesman Jack Marshall

said the Illinois plaintiffs have tried
once before to have the case re-
opened and were rebuffed by the
state Supreme Court. “We believe
the plaintiffs’ second attempt is also
meritless and will be rejected by the
Illinois courts,” Mr. Marshall said.

The Supreme Court ruling re-
jected Philip Morris’s argument

that the federal government’s regu-
lation of tobacco advertising should
bar consumer product-liability law-
suits in state courts. The tobacco gi-
ant has made similar arguments in
other cases.

The ruling cleared the way for a
lawsuit by a group of Maine smok-
ers who allege that Philip Morris
used the “light” term on Marlboro
Lights and other cigarettes to com-
municate that those brands were
less harmful than regular cigarette
brands, even though it knew that
smokers would receive the same lev-
els of tar and nicotine from both.

The Maine case is similar to sev-
eral state-law class-action lawsuits
that deal with the advertising of
light cigarettes. Many of those law-
suits were on hold pending the out-
come of the Supreme Court case.

“An entire class of litigation has
been revived thanks to [the] ruling,”
said Edward Sweda, an attorney
with the Northeastern University’s
Tobacco Products Liability Project.
“Those lawsuits were on the preci-
pice of being eliminated.”

Mr. Sweda said there are roughly
40 cases pending in 22 states. The Il-
linois case that Mr. Tillery is at-
tempting to revive is the only one
that has gone to trial, Mr. Sweda
said.
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 12/18 GBP 6.59 –30.4 –28.3 –14.8
Andfs. Borsa Global GL EQ AND 12/18 EUR 5.78 –39.7 –38.0 –20.9
Andfs. Emergents GL EQ AND 12/18 USD 10.35 –51.3 –49.3 –18.7
Andfs. Espanya EU EQ AND 12/18 EUR 10.86 –38.5 –38.6 –19.4
Andfs. Estats Units US EQ AND 12/18 USD 12.37 –39.1 –36.3 –19.0
Andfs. Europa EU EQ AND 12/18 EUR 6.48 –41.6 –40.6 –22.1
Andfs. Franca EU EQ AND 12/18 EUR 8.32 –40.8 –39.6 –22.9
Andfs. Japo JP EQ AND 12/18 JPY 430.71 –44.2 –42.8 –28.5
Andfs. Plus Dollars US BA AND 12/18 USD 8.45 –21.1 –20.3 –10.2
Andfs. RF Dolars US BD AND 12/18 USD 10.20 –9.9 –10.0 –4.4
Andfs. RF Euros EU BD AND 12/18 EUR 8.91 –19.3 –20.6 –11.2
Andorfons EU BD AND 12/18 EUR 11.93 –22.0 –21.7 –13.4
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 12/18 EUR 8.09 –30.2 –29.5 –16.6
Andorfons Mix 60 EU BA AND 12/18 EUR 8.10 –38.5 –36.6 –20.7

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 12/05 USD 122453.88 –53.1 –53.2 –23.2

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 12/22 EUR 10.06 –1.1 –1.0 0.3
DJE-Absolut P GL EQ LUX 12/22 EUR 172.31 –31.7 –29.9 –12.8
DJE-Alpha Glbl P EU BA LUX 12/22 EUR 151.89 –25.7 –24.0 –9.2
DJE-Div& Substanz P GL EQ LUX 12/22 EUR 171.65 –28.0 –27.0 –11.2
DJE-Gold&Resourc P OT EQ LUX 12/22 EUR 124.97 –33.3 –30.2 –12.5
DJE-Renten Glbl P EU BD LUX 12/22 EUR 119.23 –2.3 –2.0 –0.1
LuxPro-Dragon I AS EQ LUX 12/22 EUR 96.01 –46.9 –47.4 –11.0
LuxPro-Dragon P AS EQ LUX 12/22 EUR 93.84 –48.1 –48.5 –12.0
LuxTopic-Aktien Europa EU EQ LUX 12/22 EUR 14.51 –24.7 –23.8 –6.8
LuxTopic-Pacific AS EQ LUX 12/19 EUR 8.75 –59.3 –57.9 –27.8

n EAST CAPITAL

n website: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 12/19 EUR 38.93 –64.5 –64.1 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 12/19 USD 41.63 –66.3 –65.2 NS
(Lux) Russian EUR EE EQ LUX 12/22 EUR 31.03 –72.7 –73.2 NS
(Lux) Russian USD EE EQ LUX 12/19 USD 32.88 –74.3 –74.0 NS
Balkan Fund EE EQ SWE 12/22 SEK 11.24 –66.3 –65.6 –30.4
Baltic Fund EE EQ SWE 12/22 SEK 31.81 –56.8 –56.5 –33.3
Eastern European Fund EU EQ SWE 12/22 SEK 20.29 –63.0 –63.3 –31.3

Russian Fund EE EQ SWE 12/22 SEK 566.78 –67.6 –68.1 –35.5
Turkish Fund EE EQ SWE 12/22 SEK 4.66 –59.4 –58.3 –21.4

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 11/27 CHF 69.68 –53.9 –51.2 –19.2
HF-World Bds Abs Ret OT OT CHE 11/27 USD 71.92 –21.2 –20.7 –9.6

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 11/28 USD 31.79 –50.6 –48.5 –7.3
EFG-Hermes MEDA* GL EQ BMU 11/28 USD 19.29 –46.7 –44.0 –8.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 12/14 SAR 4.88 NS NS NS
EFG-Hermes Telecom OT EQ BMU 11/28 USD 25.11 –34.4 –33.7 –3.4

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/19 USD 243.21 –22.0 –21.7 –9.5
Sel Emerg Mkt Equity GL EQ GGY 12/19 USD 133.40 –50.7 –48.8 –18.6
Sel Euro Equity EUR US EQ GGY 12/18 EUR 74.26 –49.2 –48.5 –29.0
Sel European Equity EU EQ GGY 12/18 USD 142.66 –49.7 –48.3 –25.3
Sel Glob Equity GL EQ GGY 12/19 USD 141.95 –48.0 –46.6 –26.2
Sel Glob Fxd Inc GL BD GGY 12/19 USD 129.47 –11.8 –10.9 –4.3
Sel Pacific Equity AS EQ GGY 12/19 USD 88.26 –49.9 –47.5 –19.2
Sel US Equity US EQ GGY 12/19 USD 99.12 –41.9 –41.2 –22.5
Sel US Sm Cap Eq US EQ GGY 12/19 USD 126.70 –45.2 –44.6 –27.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 12/19 EUR 291.84 –19.1 –18.8 –9.6
DSF 50/50 EU BA LUX 12/19 EUR 215.98 –27.2 –26.7 –14.3
DSF 75/25 EU BA LUX 12/19 EUR 162.36 –35.3 –34.7 –19.6
KBC Eq (L) Europe EU EQ LUX 12/19 EUR 380.75 –49.9 –48.9 –29.5
KBC Eq (L) Japan JP EQ LUX 12/19 JPY 16345.00 –44.7 –43.8 –30.4
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KBL Key Far East AS EQ LUX 12/18 USD 924.89 –51.6 –48.9 –20.2
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By Matthew Karnitschnig

And Chad Bray

The husband of a partner at finan-
cial public-relations firm Brunswick
Group LLC has pleaded guilty to run-
ning a $5 million insider-trading
scheme.

U.S. prosecutors and the Securi-
ties and Exchange Commission al-
leged that Matthew C. Devlin, 35
years old, stole information from his
wife, Nina Devlin, about high-profile
merger deals including InBev NV’s
$52 billion purchase of Anheuser-
Busch Cos. and Electronic Arts Inc.’s
unsolicited offer for Take-Two Inter-
active Software Inc.

Mr. Devlin, a broker at Barclays
PLC’s Barclays Capital unit, was
charged with five counts of conspir-
acy to commit securities fraud. He al-
legedly passed along confidential in-
formation to several “clients and
friends.” The recipients of the infor-
mation were, among others, a lawyer
at New York firm Paul, Hastings, Jan-
ofsky & Walker LLP; a 1994 Playboy
Playmate; and a partner in Kurzman
Eisenberg Corbin & Lever LLP, a

White Plains, N.Y., law firm.
Mr. Devlin is cooperating with

prosecutors in the investigation.
Beginning in March 2004, the

group acquired securities using infor-
mation Mr. Devlin stole from his wife
at Brunswick on pending takeovers,
according to a criminal complaint
filed Thursday in U.S. District Court
in the Southern District of New York.

Mr. Devlin gained the confidential
information mainly by being in his
wife’s proximity when she worked
from home and by knowing her sched-
ule, according to one person close to
the case.

Mr. Devlin and others called his
wife the “golden goose,” according to
the complaint, and he received cash,
a Cartier watch and Porsche driving
lessons from his alleged co-conspira-
tors in return for the confidential in-
formation. The bounty from the al-
leged conspiracy totaled $4.8 mil-
lion, according to the authorities.

Brunswick is part of a small com-
munity of investment banks, law
firms and financial public-relations
firms that handle major Wall Street
transactions. It is a world in which
discretion and trust are of utmost im-
portance and breaches are rare.

Brunswick, which didn’t learn of
the alleged conspiracy until Thurs-
day morning, said in a statement that
Ms. Devlin wasn’t involved in the al-
leged conspiracy and that her hus-

band had obtained the confidential in-
formation “without her knowledge.”

Nonetheless, a breach of this na-
ture could be embarrassing to the
firm. Founded in London in 1987,
Brunswick represents many major
corporations in the U.S. and the U.K.

Ms. Devlin “was completely un-
aware that confidential information
about her job was being used as the ba-
sis for securities trading. She is devas-
tated by this terrible situation,” said
James J. Benjamin Jr., her lawyer.

The conspiracy is alleged to have
begun in 2004, when the SEC said Mr.
Devlin began sharing information
with a group of friends about General
Electric Co.’s takeover of InVision
Technologies Inc. Before the ring is
said to have wound down in August
2008, nine people were alleged to
have traded on 13 deals using inside
information provided by Mr. Devlin.

Four others were charged crimi-
nally Thursday. They are day trader
and restaurateur Jamil A. Bouchareb,
27; day trader Daniel A. Corbin, 32;
Eric A. Holzer, 34, a tax lawyer at Paul
Hastings; and Frederick E. Bowers,
40, another Barclays broker in New
York. All were charged with conspir-
acy and securities fraud. Two others,
including former Playboy model
Maria Checa, 38, and White Plains,
N.Y., attorney Lee H. Corbin, 66—the
father of Daniel Corbin—are listed as
“relief defendants,” which means they

aren’t directly charged with wrongdo-
ing but are sued to produce any ill-got-
ten gains. The SEC described Ms.
Checa as the girlfriend of Mr. Boucha-
reb. Ms. Checa couldn’t be reached.

Two other men were listed as civil
defendants in the SEC complaint: Jef-
frey R. Glover, 46, a Texas-based in-
vestment adviser, and New Yorker
Thomas J. Faulhaber, 44, and affili-
ated with the securities industry. Mr.
Glover didn’t return a message seek-
ing comment. A woman answering
the phone at Mr. Faulhaber’s home
said he didn’t wish to comment.

The deals involved in the alleged
conspiracy included Novartis AG’s ac-
quisition of Eon Labs in 2005 and
Dow Chemical Co.’s recent deal to ac-
quire Rohm & Haas.

Marc Agnifilo, a lawyer for Mr.
Bowers, said they plan to challenge
the government’s case.

Jonathan Halpern, a lawyer for
Mr. Corbin, said, “Daniel Corbin looks
forward to fully responding to the gov-
ernment’s allegations.” Mr. Holzer de-
clined to comment Thursday.

“Matthew Devlin has accepted re-
sponsibility for his conduct,’’ said
Mary Mulligan, his lawyer, in a state-
ment. “He deeply regrets the pain he
has caused his wife.”

Messrs. Devlin and Bowers, both
former Lehman Brothers employees,
have been suspended from their jobs
at Barclays.

Broker admits role in insider ring
Husband of partner
in financial-PR firm
stole news of deals
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DBS to raise
$2.7 billion
in rights issue

By John Hechinger

Annual pay for six top Harvard Uni-
versity endowment managers totaled
$26.8 million in the latest academic
year, up 15% from the year before.

The increase comes as the school
is cutting its budget in the wake of a
steep recent drop in the value of the
university’s endowment.

Harvard said the payments re-
warded the investment managers
for strong performance in the year
ended June 30. In that period, the
fund posted an investment return of
8.6%, compared with a negative 13%
return for the Standard & Poor’s
500-stock index. The endowment,
higher education’s largest, ended
the year at $36.9 billion. The year be-
fore, the top six managers received a
total of $23.3 million.

This month, Harvard said its en-
dowment had declined at least 22%,
or about $8 billion, from June 30
through Oct. 31. But the school said
the estimate understates the actual

amount of the decline because it
doesn’t include hard-to-value as-
sets, such as real estate and private
equity. The university is planning
for a 30% decline for the fiscal year
ending June 2009. Yale University
and other institutions with big en-
dowments have reported similar
steep declines.

Within Harvard, some alumni
and professors have criticized the
paychecks of the endowment’s in-
vestment managers, calling them in-
appropriate for a nonprofit institu-
tion. Harvard said it needs to pay
well to attract top talent and that
compensation is tied to investment
performance.

“In the recent economic environ-
ment we are fortunate to have the
talented investment professionals”
at the endowment “shepherding the
university’s resources through the
volatility and uncertainty in the
markets,” James F. Rothenberg, Har-
vard treasurer and chairman of the
endowment’s board, said in a state-

ment Friday.
The payments also come as law-

makers in Washington, academics
and some on Wall Street are asking
whether money-manager and corpo-
rate pay is tied too closely to short-
term performance.

John Longbrake, a Harvard
spokesman, said that if Harvard’s

fund managers underperform in sub-
sequent years, the university under
its compensation arrangements can
“claw back” a significant portion of
bonuses. Harvard also noted that a
portion of the most recent compen-
sation amounted to money that was
held back in other years when man-
agers performed well.

Harvard managers’ pay rises

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
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By Patricia Kowsmann

SINGAPORE—DBS Group Hold-
ings Ltd. said it plans to raise about
four billion Singapore dollars
(US$2.7 billion) in a rights issue to
bulk up its capital base ahead of
what it expects will be a challenging
year.

Embattled financial institutions
world-wide are moving to
strengthen themselves amid the glo-
bal credit crisis that is likely to con-
tinue pushing down earnings and
capital-adequacy ratios.

DBS, Singapore’s largest bank by
assets, said it is raising the funds “at
a time when investor preference glo-
bally has shifted in favor of banks
with higher capital levels.” The com-
pany said capital won’t be used for
mergers and acquisitions or for ex-
traordinary provisions.

“This rights issue is being initi-
ated from a position of strength. It
is not to support a kitchen-sinking
cleanup of our balance sheet, on the
contrary, we are currently well-pro-
visioned,” Chief Executive Richard
Stanley said on a conference call.

DBS will offer 760.5 million new
shares, or one for every two existing
shares, at S$5.42 each, a 45% dis-
count to the S$9.85 closing price Fri-
day.

DBS shares fell as much as 10.6%
following the announcement Mon-
day, before ending down 4.9% at
S$9.37.

“People probably reacted to the
pretty huge discount in the offer,
which could create some concerns,”
said Kim Eng analyst Pauline Lee.
“But if you look at their fourth-quar-
ter outlook, there isn’t any huge
charge or something abnormal. So I
think the offering is being done to
benefit their existing shareholders,
since the [offer] price is pretty at-
tractive.”

In a statement, DBS said fourth-
quarter net profit before one-time
charges could be “moderately
lower” than the previous quarter, al-
though overall allowance charges
are expected to be lower than the
previous quarter.

Mr. Stanley said the discount be-
ing offered under the rights issue is
comparable to recent ones by banks
around the world.

Standard Chartered PLC re-
cently offered 470 million new
shares under a rights issue at a
48.7% discount to the stock’s clos-
ing price prior to the offer.
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Head of the class
Top Harvard University endowment fund managers’ compensation, in millions. 
Year ended June 30

Stephen Blyth 
Managing Director  
International Fixed Income

$6.40

Marc Seidner
Managing Director  
Domestic Fixed Income

$6.30 

Stanley Zuzic
Senior Vice President 
Domestic Equities

$4.90 

Steven Alperin
Managing Director  
Emerging Market Equities

$4.40

Andrew Wiltshire
Managing Director
Natural Resources

$3.90 

Mohamed El-Erian*
Former President and CEO

$0.92 

Total $26.82*Left December 2007, reflects partial year
Source: Harvard
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By Gerald F. Seib

The new edition of Foreign Af-
fairs magazine has a pair of articles
about the global financial mess that
carry these disturbing headlines: “A
Weakening of the West,” reads one,
and “The Rise of the Chinese Model”
the other.

Those two pieces frame a serious
but little-discussed strategic prob-

lem for U.S. Presi-
dent-elect Barack
Obama. The melt-
down in financial
markets hasn’t sim-

ply damaged the American econ-
omy. It also has tarnished the U.S.
economic model, and threatens to
reduce Washington’s ability to exert
influence around the globe.

The “Anglo-Saxon brand of mar-
ket-based capitalism” is under a
cloud, Roger Altman, former U.S.
deputy Treasury secretary and now
chairman of Evercore Partners,
writes in one of the Foreign Affairs
pieces. “The U.S. financial system is
seen as having failed.” That can’t be
good for America’s moral authority.

Conversely, China stands to bene-
fit from the mess in a couple of
ways. In practical terms, because its
financial system is far less exposed
to the debt problems now ravaging
the West, China simply will suffer
less real economic damage.

Sure, China will endure short-
term hits from the decline in con-
sumer demand for the goods its facto-
ries churn out. But to the extent it suf-
fers less damage overall, its relative
strength will grow. Having accumu-

lated massive piles of foreign-ex-
change reserves, for example, China
now can use that cash to make strate-
gic investments that an economically
flattened West simply can’t. It will be
better able to give aid to struggling na-
tions, thereby winning friends there,
and can keep up its pattern of invest-
ing directly in commodities and natu-
ral resources around the globe.

At the same time it reaps practi-
cal benefits, China has an opening to
expand its political sway. As
developing nations watch
the convulsions in world fi-
nancial markets, they may
well decide that China’s
model of a kind of centrally
controlled capitalism is
more attractive than the
American model of unfet-
tered capitalism. The dan-
ger is that the developing
world starts to look to China
for economic lessons, rather
than to the West.

Put it all together, and “I think it
will mean greater influence for
China,” says Harold James, profes-
sor of history and international af-
fairs at Princeton University and
the author of the second Foreign Af-
fairs article.

These strategic risks will land di-
rectly in the lap of the new Obama
team as it takes over next month.
There are ways to minimize the dam-
age to America’s interests, but they
will require avoiding the tempta-
tion to turn inward—and, ironically,
will require working more closely
with China even while competing
with it for global influence.

The hardest part of the problem
may be the intangible part—the tar-
nish on the American economic
model. Starting with Ronald Rea-
gan’s promotion of America as the
“shining city on the hill,” to the col-
lapse of the Berlin Wall and commu-
nism, through America’s rescue of
Latin America in the 1990s debt cri-
sis and on to the stock-market boom
of recent years, the U.S. was leading
a world-wide movement toward

free markets, open trade
and light government regu-
lation of the economy.

The spread of that
model expanded American
influence—political as
well as economic—in
places such as Central Eu-
rope and East Asia. More
than that, it benefited the
American economy by al-
lowing for free movement
of goods and capital.

The danger now is that
developing nations could turn in-
stead to the Chinese model of gov-
ernment, with managed mercantil-
ism as the favored approach. While
that approach has worked for
China, it also has produced global
trade and currency imbalances that
have made matters worse.

Moreover, to the extent that de-
veloping countries might try to
mimic China’s manipulation of trade
rules and currency values to protect
their own markets, that would only
prolong today’s global slump and de-
lay America’s recovery.

Faced with these risks, the
Obama team has some advantages,

of course. It should find it easier to
execute a sustained policy of eco-
nomic stimulus than will leaders in
Western Europe, who are hobbled
by the continent’s fractured politi-
cal system. And the mere arrival of a
new president is an opportunity to
re-establish American influence.

Yet that alone can’t eliminate
strategic risks. Precisely because
China is the main potential benefi-
ciary of any American decline, limit-
ing the damage likely will require
convincing China that it will benefit
more from a broad global recovery
than from taking advantage of the
West’s short-term problems.

Mr. James suggests that may
mean trying to bring China more di-
rectly into an international eco-
nomic system long dominated by
the West. The Group of Seven indus-
trialized nations would make a lot
more sense as the place to discuss
the world’s economic woes if the
group were expanded to include
China, for instance.

China also could be made a big-
ger participant in the Interna-
tional Monetary Fund, which
would be a way to use Chinese sur-
pluses to advance economic recov-
ery in a way that benefits all, not
just the Chinese.

The biggest trick for the Obama
team, though, will be to resist Ameri-
cans’ natural urge on the home front
to turn inward at a time like this, be-
coming more protectionist and iso-
lationist. That course likely would
only worsen the consequences of
the global problem—and leave the
field more open for China.

By Jonathan Weisman

The Obama team cast its eyes to-
ward middle-class economic anxi-
ety Sunday with the naming of a
high-level task force to be led by Joe
Biden, giving the incoming vice pres-
ident a defined role in the adminis-
tration’s domestic policy.

The White House Task Force on
Working Families will include cabi-
net secretaries and economic offi-
cials from across the government. It
will seek to make sure the economic-
stimulus package—which would be
the biggest implemented since the
Depression—slows the soaring cost
of education, expands work-force
training and arrests the eight-year
slide in middle-class incomes, the
transition office said in a statement.

President-elect Barack Obama
also promised to bolster enforce-
ment of labor standards and work-
place-safety rules, and to protect re-
tirement income. The financial cri-
sis has caused stock prices to slide,
hurting many retirement portfolios,
and triggered an economic slow-
down that is hitting lower- and mid-
dle-class families especially hard.

Mr. Obama tapped Mr. Biden as
his running mate partly for his po-
tential appeal to middle-class vot-
ers. Earlier this month, the transi-
tion team gave Mr. Biden his own
economic adviser, Jared Bernstein
from the liberal Economic Policy In-
stitute. Mr. Bernstein is perhaps the
most pro-labor, liberal economist
named to the administration.

Mr. Biden, in an interview with

ABC News’s “This Week” that aired
Sunday, said the task force’s job is to
monitor “the one thing we use as a
yardstick of economic success of
our administration: Is the middle
class growing? Is the middle class
getting better? Is the middle class
no longer being left behind?”

The transition team is seeking to
bolster political support for its
planned recovery package, which
transition officials now estimate
could cost between $675 billion and
$775 billion, up from an original
price tag of $175 billion.

The team has continued to is-
sue details on its economic plan-

ning, in an apparent effort to ap-
pear actively engaged in address-
ing the country’s economic woes.
But the team can make little con-
crete progress on its plans with
Congress out of session, cabinet
nominees not yet confirmed and
Mr. Obama still a month away
from inauguration.

Transition officials said this
weekend that Mr. Obama has raised
his economic stimulus plan’s target
for job creation to three million
jobs from 2.5 million earlier this
month. Officials have yet to finish
drawing up details of a program to
make that happen.

Even if the program is able to cre-
ate that many jobs, transition-team
economists and advisers expect the
labor market to shed jobs over the
next year, just not as many.

An economic model formulated
by Moody’s Economy.com chief
economist Mark Zandi, who is advis-
ing the transition team, predicts un-
employment will rise to 8.3% in
2009 from the current 6.7%, even
with a $600 billion stimulus pack-
age. His model predicts the unem-
ployment rate will inch up further in
2010, to 8.37%.

Without a stimulus plan, how-
ever, the unemployment rate
would peak at 10.8% by 2010, Mr.
Zandi predicts.

Mr. Biden said that to prevent
such a scenario, the stimulus pack-
age must be bold, even though the
federal budget deficit is expected to
soar to more than $1 trillion in 2009.

“There is going to be real, signif-
icant investment, whether it’s
$600 billion or more, or $700 bil-
lion. The clear notion is, it’s a num-
ber no one thought about a year
ago,” Mr. Biden said in the ABC
News interview.

Mr. Biden’s working families
task force will include the secretar-
ies of labor, health and human ser-
vices, education, and commerce,
transition officials said. It will also
include the directors of the Na-
tional Economic Council and of the
Office of Management and Budget,
the Domestic Policy Council, and
the chairwoman of the Council of
Economic Advisors.

U.S. woes open door for China
America’s tarnished economic model could allow other nations to exert greater influence

Biden to lead push to boost U.S. middle class

Vice President-elect Joe Biden said on ABC News’s “This Week” that America’s
middle-class growth will be a measure of economic success.
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Barack Obama

By Laura Meckler

And Suzanne Sataline

In choosing evangelical pastor
Rick Warren to deliver the invoca-
tion at his inauguration, President-
elect Barack Obama is associating
himself with one of the most popu-
lar religious figures in the U.S.,
reaching out to conservative Amer-
ica and proving he is willing to take
some flak from the liberal flank of
his party.

It will be yet another high-pro-
file moment for Mr. Warren, an evan-
gelical leader who opposes abortion
and gay marriage but has worked to
broaden the Christian agenda to in-
clude issues of poverty, AIDS and
the environment.

The invocation gives both men
the opportunity to build on their
longstanding efforts to create big
tents and extend their appeal beyond
their natural constituencies. As a re-
sult, both have taken some criticism
from their traditional supporters.

Some liberals were concerned
that Mr. Obama has invited a sup-
porter of California’s Proposition 8,
which banned same-sex marriage in
that state, and they posted pages of
protests on the Obama transition
Web site. Mr. Obama addressed the
critics directly Thursday.

“We have to…focus on those
things that we hold in common as
Americans,” he said at a news con-
ference Thursday. “What we have to
do is to be able to create an atmo-
sphere…where we can disagree with-
out being disagreeable.”

Mr. Warren praised the president-
elect. “I commend President-elect
Obama for his courage to willingly
take enormous heat from his base by
inviting someone like me, with
whom he doesn’t agree on every is-
sue,” he said in a statement.

The Rev. Billy Graham has been
the traditional choice of presidents—
Democrat and Republican—for de-
cades. The elderly preacher is, like
Mr. Warren, a populist Christian
crowd pleaser. But Mr. Graham
struck an ecumenical tone, while
Mr. Warren is associated with the
evangelical movement.

As a group, evangelicals have
been wary of the president-elect.
About one in four voters this Novem-
ber identified themselves as evangeli-
cal or born-again Christians, and just
24% of them voted for Mr. Obama.

Since Election Day, though,
many appear to be giving him a new
look. Half of all evangelicals now see
Mr. Obama in a positive light, and
66% approve of the way he is han-
dling the transition, not that far
from the 73% of all adults, according
to a December Wall Street Jour-
nal/NBC News poll.

Mr. Obama and Mr. Warren have
made common cause before. In
2006, Mr. Warren took grief from
some of his fellow Christians when
he invited then-Sen. Obama to
speak at an AIDS forum at his Sad-
dleback Church in Lake Forest, Calif.
In August, Mr. Warren invited Mr.
Obama back, along with presiden-
tial rival Sen. John McCain, for
back-to-back interviews on a range
of religious subjects.

Despite his popularity, Mr. War-
ren has been criticized by many, in-
cluding theologically conservative
and fundamentalist Christians who
argue he is an imprecise interpreter
of the Bible and a profiteer who has
commercialized Christianity.
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Obama’s choice
of pastor aims
to bridge divide

T H E WA L L ST R E ET JOU R NA L . TUESDAY, DECEMBER 23, 2008 9

n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 12/19 USD 8.11 –44.0 –43.0 –24.1
Am Blend Portfolio I US EQ LUX 12/19 USD 9.47 –43.5 –42.6 –23.5
Am Growth A US EQ LUX 12/19 USD 20.87 –41.5 –40.4 –19.1
Am Growth B US EQ LUX 12/19 USD 17.73 –42.1 –41.0 –19.9
Am Growth I US EQ LUX 12/19 USD 22.94 –41.1 –39.9 –18.4
Am Income A US BD LUX 12/19 USD 7.11 –12.6 –12.2 –4.3
Am Income A2 US BD LUX 12/19 USD 15.04 –12.4 –12.2 –4.3
Am Income B US BD LUX 12/19 USD 7.11 –13.2 –12.9 –5.0
Am Income B2 US BD LUX 12/19 USD 13.06 –13.0 –12.8 –5.0

Am Income I US BD LUX 12/19 USD 7.11 –12.2 –11.7 –3.7
Am Value A US EQ LUX 12/19 USD 7.05 –39.4 –39.0 –21.8
Am Value B US EQ LUX 12/19 USD 6.56 –39.9 –39.5 –22.6
Am Value I US EQ LUX 12/19 USD 7.53 –38.9 –38.4 –21.2
Asian Technology A OT EQ LUX 12/19 USD 8.75 –45.5 –43.6 –26.4
Asian Technology B OT EQ LUX 12/19 USD 7.73 –46.0 –44.2 –27.1
Asian Technology I OT EQ LUX 12/19 USD 9.67 –45.1 –43.2 –25.8
Emg Mkts Debt A GL BD LUX 12/19 USD 11.63 –20.4 –19.8 –7.6
Emg Mkts Debt A2 GL BD LUX 12/19 USD 13.86 –20.1 –19.7 –7.6
Emg Mkts Debt B GL BD LUX 12/19 USD 11.63 –21.1 –20.7 –8.6
Emg Mkts Debt B2 GL BD LUX 12/19 USD 13.49 –20.8 –20.6 –8.5
Emg Mkts Debt I GL BD LUX 12/19 USD 11.63 –20.0 –19.4 –7.1
Emg Mkts Growth A GL EQ LUX 12/19 USD 20.24 –56.3 –54.7 –22.2
Emg Mkts Growth B GL EQ LUX 12/19 USD 17.33 –56.7 –55.2 –23.0
Emg Mkts Growth I GL EQ LUX 12/19 USD 22.25 –55.9 –54.3 –21.6
Eur Blend A EU EQ LUX 12/19 EUR 8.84 –49.8 –48.8 –29.7
Eur Blend I EU EQ LUX 12/19 EUR 9.03 –49.4 –48.4 –29.1
Eur Growth A EU EQ LUX 12/19 EUR 5.42 –47.9 –47.0 –27.0
Eur Growth B EU EQ LUX 12/19 EUR 4.92 –48.5 –47.5 –27.8
Eur Growth I EU EQ LUX 12/19 EUR 5.86 –47.5 –46.5 –26.4
Eur Income A EU BD LUX 12/19 EUR 5.10 –22.9 –22.7 –12.9
Eur Income A2 EU BD LUX 12/19 EUR 9.23 –22.7 –22.6 –12.9
Eur Income B EU BD LUX 12/19 EUR 5.10 –23.4 –23.2 –13.6
Eur Income B2 EU BD LUX 12/19 EUR 8.65 –23.2 –23.1 –13.5
Eur Income I EU BD LUX 12/19 EUR 5.10 –22.5 –22.2 –12.4
Eur Strat Value A EU EQ LUX 12/19 EUR 6.71 –52.0 –51.1 NS
Eur Strat Value I EU EQ LUX 12/19 EUR 6.81 –51.5 –50.6 NS
Eur Value A EU EQ LUX 12/19 EUR 7.01 –49.6 –48.7 –30.1
Eur Value B EU EQ LUX 12/19 EUR 6.52 –50.0 –49.2 –30.8

Eur Value I EU EQ LUX 12/19 EUR 8.03 –49.2 –48.3 –29.5
Gl Balanced (Euro) A EU BA LUX 12/19 USD 13.01 –38.8 –37.5 NS
Gl Balanced (Euro) B EU BA LUX 12/19 USD 12.80 –39.4 –38.1 NS
Gl Balanced (Euro) C EU BA LUX 12/19 USD 12.94 –39.0 –37.6 NS
Gl Balanced (Euro) I EU BA LUX 12/19 USD 13.15 –38.4 –37.0 NS
Gl Balanced A US BA LUX 12/19 USD 13.11 –36.7 –35.8 –18.3
Gl Balanced B US BA LUX 12/19 USD 12.59 –37.3 –36.4 –19.1
Gl Balanced I US BA LUX 12/19 USD 13.50 –36.3 –35.3 –17.7
Gl Bond A US BD LUX 12/19 USD 8.50 –4.2 –3.6 0.5
Gl Bond A2 US BD LUX 12/19 USD 14.11 –4.0 –3.7 0.5
Gl Bond B US BD LUX 12/19 USD 8.50 –5.1 –4.6 –0.6
Gl Bond B2 US BD LUX 12/19 USD 12.49 –4.9 –4.6 –0.5
Gl Bond I US BD LUX 12/19 USD 8.50 –3.7 –3.1 1.1
Gl Conservative A US BA LUX 12/19 USD 13.06 –21.6 –21.0 –9.4
Gl Conservative A2 US BA LUX 12/19 USD 14.44 –21.6 –21.0 –9.4
Gl Conservative B US BA LUX 12/19 USD 13.05 –22.4 –21.8 –10.3
Gl Conservative B2 US BA LUX 12/19 USD 13.87 –22.3 –21.8 –10.3
Gl Conservative I US BA LUX 12/19 USD 13.07 –21.1 –20.4 –8.8
Gl Eq Blend A GL EQ LUX 12/19 USD 8.76 –53.4 –52.3 –29.7
Gl Eq Blend B GL EQ LUX 12/19 USD 8.31 –53.8 –52.8 –30.4
Gl Eq Blend I GL EQ LUX 12/19 USD 9.17 –53.0 –51.9 –29.1
Gl Growth A GL EQ LUX 12/19 USD 31.73 –54.1 –53.1 –28.5
Gl Growth B GL EQ LUX 12/19 USD 26.76 –54.6 –53.6 –29.2
Gl Growth I GL EQ LUX 12/19 USD 34.94 –53.7 –52.7 –27.9
Gl High Yield A US BD LUX 12/19 USD 2.92 –34.1 –33.5 –16.1
Gl High Yield A2 US BD LUX 12/19 USD 5.65 –33.7 –33.5 –16.0
Gl High Yield B US BD LUX 12/19 USD 2.92 –34.7 –34.3 –17.0
Gl High Yield B2 US BD LUX 12/19 USD 9.17 –34.4 –34.2 –16.9
Gl High Yield I US BD LUX 12/19 USD 2.92 –33.7 –33.1 –15.6

Gl Value A GL EQ LUX 12/19 USD 8.30 –52.6 –51.5 –30.9
Gl Value B GL EQ LUX 12/19 USD 7.70 –53.1 –52.1 –31.6
Gl Value I GL EQ LUX 12/19 USD 8.75 –52.3 –51.2 –30.4
India Growth A EA EQ LUX 12/19 USD 61.63 –55.4 –55.1 –10.5
India Growth B EA EQ LUX 12/19 USD 53.22 –55.8 –55.5 –11.4
India Growth I EA EQ LUX 12/19 USD 63.59 –55.2 –55.0 –10.3
Int'l Health Care A OT EQ LUX 12/19 USD 114.90 –30.0 –29.6 –13.7
Int'l Health Care B OT EQ LUX 12/19 USD 97.92 –30.6 –30.3 –14.6
Int'l Health Care I OT EQ LUX 12/19 USD 124.51 –29.4 –29.1 –13.0
Int'l Technology A OT EQ LUX 12/19 USD 72.86 –48.6 –47.2 –21.9
Int'l Technology B OT EQ LUX 12/19 USD 63.78 –49.1 –47.8 –22.6
Int'l Technology I OT EQ LUX 12/19 USD 81.02 –48.2 –46.8 –21.2
Japan Blend A JP EQ LUX 12/19 JPY 5082.00 –49.1 –49.0 –32.2
Japan Blend I JP EQ LUX 12/19 JPY 5185.00 –48.7 –48.6 –31.7
Japan Growth A JP EQ LUX 12/19 JPY 5294.00 –46.5 –46.2 –30.8
Japan Growth I JP EQ LUX 12/19 JPY 5403.00 –46.0 –45.8 –30.3
Japan Strat Value A JP EQ LUX 12/19 JPY 4856.00 –51.9 –51.9 –33.3
Japan Strat Value I JP EQ LUX 12/19 JPY 4945.00 –51.6 –51.5 –32.8
Real Estate Sec. A OT EQ LUX 12/19 USD 10.47 –47.5 –46.2 –32.6
Real Estate Sec. B OT EQ LUX 12/19 USD 9.67 –48.1 –46.7 –33.2
Real Estate Sec. I OT EQ LUX 12/19 USD 11.16 –47.1 –45.7 –32.0
Short Mat Dollar A US BD LUX 12/19 USD 6.73 –21.4 –21.1 –10.9
Short Mat Dollar A2 US BD LUX 12/19 USD 8.71 –21.2 –21.2 –10.9
Short Mat Dollar B US BD LUX 12/19 USD 6.73 –21.7 –21.5 –11.3
Short Mat Dollar B2 US BD LUX 12/19 USD 8.71 –21.6 –21.5 –11.3
Short Mat Dollar I US BD LUX 12/19 USD 6.73 –20.9 –20.6 –10.4
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Most markets close lower,
but Tokyo bucks the trend

Asia-Pacific ex-Japan Equity
Funds that invest at least 75% of assets in Asia Pacific countries, but less than 10% in Ja-
pan. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending December 22, 2008

Leading 10 Performers
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5 Prusik Asia Prusik Investment USDiIreland –19.77 –15.87 0.67 NS
A USD Acc Management LLP

NS Aberdeen Aberdeen Asset GBPiJersey –26.14 –23.12–10.98 NS
Asian Income Managers Ltd

NS Apex Asia Ex Apex Investment MYRiMalaysia –25.17 –24.15 NS NS
Japan Balanced Services Bhd

1 KBC Eqs KBC Asset USDiBelgium –28.87 –27.94 –8.19 NS
Emerging Asia 1 C1 Management (BE)

4 FICA Asia Fortis Investment USDiCayman Isl –32.89 –29.85 –3.25 6.74
Pacific USD Management

5 FF - Asia Fidelity (FIL USDiLuxembrg –34.33 –31.29 –6.41 NS
Pac Growth & Income A USD (Luxembourg) S.A.)

5 ARN Newly ARN Investment USDiCayman Isl –34.07 –32.04 –8.27 6.21
Industralized Economic Acc Partners Pte Ltd

NS PCA Asia Prudential TWDiTaiwan –35.75 –32.20 NS NS
Pacc Infrastructure Inc Securities Inv Trust Co., Ltd

NS AIG Asia AIG Secs Inv & TWDiTaiwan –34.85 –32.55 NS NS
High Dividend A Trust Co., Ltd

NS PruAsia Prudential Fund MYRiMalaysia –33.90 –33.32 NS NS
Pacific Shariah Equity Management Berhad
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Fortescue saves cash, but shares sink

Shinsei CEO’s repair plan
Yashiro aims for shift
to consumer finance;
bank might post loss

FUND SCORECARD
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Asian markets fin-
ished mostly lower Monday as inves-
tors took home some profits gener-
ated by recent stock advances. Japa-
nese shares were propped up by
auto makers such as Honda Motor

after President
George W. Bush ap-
proved loans to
shore up U.S. car
manufacturers.

Shanghai-listed stocks declined
for the first time in six sessions on
concerns earnings growth might
weaken, while HSBC Holdings took
losses into a third straight session
to drag down Hong Kong stocks.

“We’ve seen quite a strong re-
bound in the last two to three
weeks, so people are locking in prof-
its ahead of the New Year and wait-
ing to see what happens next,” said
Y.K. Chan, strategist at Phillip Capi-
tal Management.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies ended up 1.6%
at 8723.78. The gains came despite a
slight decline in Toyota Motor
shares following reports it may cut

its dividend for the first time since
1949. Such concerns were fanned by
the company at the end of the day’s
trading, when it slashed its net
profit, revenue and unit sales fore-
casts for the year ending March 31.

Sanyo Electric climbed 2.9% af-
ter Panasonic said Friday it will
launch a tender offer for the compa-
ny’s outstanding shares at 131 yen
($1.47) a share. Panasonic gained
1.3%.

Honda jumped 5.4%, and Nissan
Motor added 2.7% after President
Bush Friday said his administration
would extend $13.4 billion in loans
to the troubled U.S. auto giants,
with another $4 billion likely avail-
able in February.

In Hong Kong, the Hang Seng In-
dex finished the day 3.3% lower at
14622.39. Market heavyweight
HSBC Holdings lost 3.3% on persis-
tent market speculation the bank
might launch a share placement or
rights issue to boost capital—lead-
ing to equity dilution—and could
also cut its dividend payout.

The Shanghai Composite index
dropped 1.5% to 1987.76. Australia’s
S&P/ASX 200 fell 1.6% to 3557.40.

By Alison Tudor

TOKYO—Masamoto Yashiro, a
month after returning as chief exec-
utive of Japan’s Shinsei Bank Ltd.,
said the bank may post a net loss for
the current fiscal year ending
March 2009 as management tries to
repair its fraying business model.

“I feel I have a duty to fix it,”
said the 79-year-old Mr. Yashiro,
who was Shinsei’s CEO until he
semi-retired in 2005. “If the bank
has a problem, it was partly my re-
sponsibility.”

Speaking to Western reporters
for the first time since his return,
Mr. Yashiro outlined his strategy
for swiftly rooting out the problems
at the midsize bank, which faces
some of the biggest challenges
among Japan’s major lenders.

For a start, Mr. Yashiro is trying
to raise capital by March to boost
the bank’s Tier 1 ratio to at least
7% from the Sept. 30 level of 6.4%.
He faces tough competition. The
three biggest Japanese banks have
already announced plans to raise
nearly 1.7 trillion yen ($19.1 bil-
lion) in capital as bad loans have
risen and their large stock portfo-
lios have dwindled in value.

Mr. Yashiro was part of the orig-
inal team, including U.S. private-
equity investor J. Christopher
Flowers, that bought the bank
from the Japanese government in
2000 after its predecessor failed
and was nationalized. While the

bank outperformed its peers for a
few years, its core business has
struggled recently.

Its consumer-finance business
was hit hard after Japan’s Parlia-
ment approved a law in 2006 cap-
ping interest-rate charges. Its re-
tail-banking arm never achieved
the scale of its three largest Japa-
nese rivals and has lost money for
the last two years.

Meanwhile, its investments
abroad have tumbled in value,
ranging from U.S. residential mort-
gages to a co-investment along-
side Mr. Flowers’s buyout fund,
J.C. Flowers & Co., in German real-
estate financier Hypo Real Estate
Holding AG.

The bank has also been hurt by
the Lehman Brothers bankruptcy.
Shinsei reported in November
credit costs of 29.2 billion yen on
loans to Lehman Brothers and as-
set-backed investments in Europe.
Shinsei’s shares have fallen 58%
since Sept. 12, the last trading day

before Lehman Brothers filed for
bankruptcy protection, underper-
forming the Tokyo banking index.

Mr. Yashiro said he wouldn’t be
surprised if the bank were to post
a loss for the full year ending
March 31, though the bank hasn’t
changed its forecast of a profit of
12 billion yen for the period. He
said he envisions consumer fi-
nance contributing more than half
of annual profits, and institutional
banking, which includes securitiza-
tion and nonrecourse loans, a quar-
ter. In Shinsei’s early days, institu-
tional banking generated the vast
majority of the bank’s profits.

Investments abroad will be
drastically scaled back. A person
familiar with the situation said
Shinsei will name a new chief risk
officer in January.

Mr. Yashiro played down the
possibility of a rescue by J.C. Flow-
ers & Co., as the buyout fund’s in-
vestors might balk at even greater
exposure to Shinsei, of which they
already own about a third. He said
a merger with a domestic bank was
unlikely because he wouldn’t want
to see Shinsei’s identity lost
within a large organization. Invest-
ment by foreigners, meanwhile,
won’t be easy because the market
is so uncertain, he said.

A former chairman of Citicorp in
Japan, Mr. Yashiro says he has
never worked harder, waking up be-
tween 3 a.m. and 4 a.m. to respond
to emails. His goal is to root out the
bank’s problems as fast as possible.

“The large Japanese banks said
in the 1990s that they had put all
their problems behind them, but
they still had skeletons in their
closets,” he said. “I don’t want to
see that happening again.”

Data as shown is for information purposes only. No offer is being made by
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Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Alex Wilson

MELBOURNE, Australia—Fortes-
cue Metals Group Ltd.’s stock price
dropped 21% after the Australian
iron-ore miner said it paid a contrac-
tor in shares as a measure to con-
serve cash.

The miner, which is also facing
potential legal claims after suspend-
ing shipping contracts this month,
last week issued more than 3.6 mil-
lion Australian dollars (US$2.46 mil-
lion) worth of shares to pay a con-
tractor. The news sparked concerns
about the company’s cash position,
but a company spokesman said it re-

mains in a strong financial position.
The company’s shares ended at

A$1.72 Monday, with the broader
Australian market down 1.6%.

Fortescue issued 1.55 million
shares at A$2.36 a share to a con-
tractor as payment for goods and
services.

“It is to protect our cash re-
serves, with the cash positions of
companies being so important at
the moment,” the Fortescue spokes-
man said.

Fortescue could look to issue
shares to pay bills again “in a lim-
ited number of cases,” the spokes-
man said. “There may possibly be

some more but it won’t be
widespread.”

The Perth-based company said
at its annual general meeting last
month that its cash position as of
Sept. 30 was A$624 million. The
spokesman said Monday that Fortes-
cue would update the figure when it
releases its results for its fiscal first
half, which ends Dec. 31.

The recent slump in demand for
iron ore has forced Fortescue to de-
lay aggressive plans for expansion
of its output to 80 million metric
tons, which was to have been funded
by cash flow from exports.
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U.S. plans to fund Afghan militias
Move to fight Taliban
draws on successes
of the tactic in Iraq

By Yochi J. Dreazen

KABUL—The Afghan govern-
ment will formally start in coming
weeks an experimental, U.S.-funded
effort to recruit armed local militias
in the battle against the Taliban in
remote parts of the country.

The first militias will be estab-
lished in Wardak Province, in east-
ern Afghanistan, officials said. If the
effort in Wardak is successful, U.S.
commanders hope to create similar
forces in other parts of Afghanistan
in early 2009.

The creation of the local fighting
forces will mark one of the first times
that successful tactics from Iraq
have been imported to Afghanistan.
In Iraq, the U.S. decision to recruit
tens of thousands of Sunni Arab fight-
ers, including many former insur-
gents, is widely credited with improv-
ing the country’s security situation.

“Afghanistan historically has
been known as a country where lo-
cal communities took care of them-
selves,” U.S. Ambassador William
Wood said in an interview in Kabul.
“The way to counter the Taliban to-
day is to make the communities
themselves stronger, so they can
protect their villages, their fields,
their towns and their valleys.”

The militia push is part of a grow-
ing American effort to bypass the
struggling Afghan central govern-

ment and funnel resources to Af-
ghan villages and provinces.

Senior American officials have
stepped up their criticism of Afghan
President Hamid Karzai in recent
weeks, making clear that they be-
lieve his government needs to do
more to fight corruption and deliver
basic services.

During a weekend visit, Adm.
Mike Mullen, the chairman of the
Joint Chiefs of Staff, said the U.S. fo-
cus on establishing a strong central
government may have been “over-
stated.” He said the U.S. would now
focus more on “enabling the commu-
nities, the tribes and their leaders.”
“How strong the central government

will be in the future, I think, is yet to
be determined,” he told reporters.

The militia push is controversial.
Mr. Karzai vetoed an earlier Ameri-
can proposal to create local forces
because he feared they might one
day fall under the sway of regional
warlords, according to a senior offi-
cial in the Interior Ministry.

Some U.S. allies also oppose the
idea. Canadian Defense Minister Pe-
ter MacKay told the Canadian Press
news agency this week that creating
local forces could prove “counter-
productive” and said the Canadian
government was “not on board”
with the idea.

Still, many Afghan and U.S. offi-

cials believe local forces could help
stabilize the country and prevent the
Taliban from securing footholds in re-
mote parts of Afghanistan.

“This will be a grass-roots, commu-
nity-defense layer against the Tali-
ban,” Wardak Gov. Mohammed Halim
Fidai said in an interview. “We believe
that the more people you involve in se-
curity, the greater the impact.”

In the first phase of the pilot pro-
gram, villages throughout Wardak
will convene “shura” meetings of lo-
cal tribal, religious and political fig-
ures. The community elders will then
be responsible for recruiting the local
militias and overseeing their conduct.

As in Iraq, the new Afghan militias
will be paid by the U.S. A senior Ameri-
can military official in Kabul said the
money would likely be first funneled
to the individual village shuras, which
would in turn be charged with dis-
bursing salaries to their fighters.

The U.S. won’t provide weapons
or ammunition to the militias, but
the local forces will be allowed to
keep and use the weapons they al-
ready have. “The honest truth is
that these guys don’t need us to give
them guns,” the U.S. official said.

Gov. Fidai said that he hopes the
local militias will attract some
former insurgents, potentially
boosting the Afghan government’s
efforts to win over moderate mem-
bers of the Taliban. “Young people
who might have joined the Taliban
for financial reasons will have an-
other option,” he said.

Still, Mr. Wood, the American am-
bassador, cautioned that the Tali-
ban hadn’t yet signaled any willing-
ness to open talks with Mr. Karzai.

By Miriam Jordan

LOS ANGELES—A year ago, a day-
laborer center adjacent to a Home
Depot here teemed with Latin Amer-
ican immigrants who showed up
and found a sure day’s work paint-
ing, gardening or hauling.

These days, more than immi-
grants are packing the Hollywood
Community Job Center: Unem-
ployed Americans are joining them.
There is little work for anybody.

“Everybody is coming to look for
work,” says Rene Jemio, outreach
coordinator for the hiring hall. “It’s
not just your average immigrant
anymore; it’s African-Americans
and whites, too.”

For the first time in a decade, un-
skilled immigrants are competing
with Americans for work. And evi-
dence is emerging that tens of thou-
sands of Hispanic immigrants are
withdrawing from the labor market
as U.S. workers crowd them out of
potential jobs. At least some of the
foreigners are returning home.

“We see competition from more
nonimmigrant workers,” says Abel
Valenzuela, a professor at the Uni-
versity of California at Los Angeles
who studies day laborers. “Employ-
ers are also paying less than in previ-
ous years,” he says.

In the third quarter of 2008,
71.3% of Latino immigrant workers
were either employed or actively
seeking work, compared with 72.4%
in the same quarter a year earlier, ac-
cording to a new study by the Pew
Hispanic Center, a nonpartisan re-
search organization. The 1.1-percent-
age-point drop “marks a substantial
decrease in the labor-market partici-
pation of Latino immigrants,” says

Rakesh Kochhar, the Pew economist
who prepared the report.

Since 2003, the labor force par-
ticipation rate—the employed or
job-seeking share of the population—
among foreign-born Hispanics had
been consistently on the rise. The de-
cline in the third quarter of 2008 “is
a testament to the character and
depth of the current recession trig-
gered by the housing slump,” says
the Pew report.

“The recession has truly put His-
panic immigrants in a state of flux,”
says Mr. Kochhar, who based his
analysis on data from the Current
Population Survey produced jointly
by the Bureau of Labor Statistics
and the Census Bureau.

At the Hollywood center, even a
year ago, contractors and homeown-
ers employed 30 to 40 workers each
day. Now, it isn’t unusual for only
three or four to get hired, organiz-
ers say.

In Houston, where post-hurri-
cane cleanup work is drying up, “the
situation is getting more difficult by
the day,” says Salvador Perez, a
45-year-old Mexican day laborer
who has been in the U.S. since 2003.
“I like this country for the work op-
portunity, but now I can barely
scrape together a few dollars to
send home to my family after pay-
ing for rent and food.”

Latin American workers bore the
brunt of the collapse of the construc-

tion sector, which employs 20% to
30% of all foreign-born Hispanics in
this country. As the housing market
tumbled last year, they lost jobs in
ever-greater numbers.

Competition has become fierce
even in agriculture, where farmers
had struggled in recent years to hire
enough immigrants to harvest
crops, sometimes letting fruit
wither on the vine.

Growers across the country are re-
porting that farmhands are plentiful;
in fact, they are turning down poten-
tial field workers. “For the first time
since 9/11, we have applicants in ex-
cess of our requirements,” says Bob
Gray, chief executive of Duda Farm
Fresh Foods Inc., a grower, packer
and shipper based in Salinas, Calif.

In particular, Mr. Gray has ob-
served an influx of U.S.-born Latinos
and other workers who previously
shunned field work. “These are do-
mestic workers who appear to be dis-
placing immigrants,” says Mr. Gray.

A similar situation has emerged
in U.S. cities from New York to Los
Angeles, where unemployed, non-
immigrant laborers are seeking in-
formal work that typically has
been performed by low-skilled im-
migrants that once commanded a
50% premium over the hourly mini-
mum wage.

Among Hispanic immigrants
who entered the U.S. between 1990
and 1999, the survey found that
217,000 quit the labor force between
the third quarter of 2007 and the
third quarter of 2008.

“There is definitely a lot of talk
about leaving,” says Mr. Jemio, who
helps manage the Hollywood day-la-
borer center. “People are on their
last hope.”

U.S. workers crowd out immigrant laborers

The Afghan government will try to recruit local militias to fight against Taliban
fighters like the ones pictured above in Wardak Province.

Undocumented immigrants wait to find work in Brooklyn, N.Y. For the first time in
a decade, unskilled immigrants are competing with Americans for work.
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By Mohammed Aly Sergie

RIYADH—Saudi Arabia said Mon-
day it plans to ramp up government
spending next year—despite a
sharp downturn in oil prices—and
incur its first budget deficit in six
years to keep its economy growing.

The kingdom, the world’s larg-
est oil exporter, said revenue next
year is forecast at 410 billion riy-
als, or $109.37 billion, against bud-
geted spending of 475 billion riy-
als.

The dramatic drop in estimated
income, from 1.1 trillion riyals ex-
pected this year, signals that Riyadh
is preparing for lower crude prices to
extend into next year as a global eco-
nomic downturn weighs on demand.

The government didn’t say what
average oil price it was using to cal-
culate its budgetary figures. In Mon-
day’s statement, the finance minis-
try said that oil and petrochemicals
represent the major portion of gov-
ernment revenues.

U.S. benchmark crude prices
will have to average $43 per barrel
in 2009 to cover the budgeted reve-
nue projection, said John Sfaki-
anakis, the chief economist at
SABB, HSBC Holdings PLC’s Saudi
affiliate. On Monday, crude fell
$2.45 to settle at $39.91 a barrel in
New York.

Saudi Arabia, like other Arab oil-
producing countries, traditionally
presents conservative government
budget estimates based on lower
energy prices than the market fore-
casts. Throughout the oil boom of
the last few years, such projections
have helped Saudi amass large for-
eign currency reserves, now esti-
mated at around $450 billion, as
well as pay down its foreign debt.
The ministry said that debt would
fall to 13.5% of gross domestic prod-
uct this year, compared with 18.7%
of GDP in 2007.

Despite this comfortable posi-
tion, business and investor confi-
dence in the kingdom has dropped
steadily this year, as oil prices
have fallen and major developed
economies have gone into reces-
sion.

The Saudi stock market, the
Tadawul index, has dropped around
50% since July, when U.S. bench-
mark oil prices hit their peak of
around $147 per barrel.

In December, Fitch, the ratings
agency, said it forecast a 2.6% eco-
nomic growth rate for the king-
dom for 2009, down sharply from
this year. The government said
Monday that it expects gross do-
mestic product to grow by 4.2% in
2008.

A quarterly business-confidence
survey conducted by SABB bank ear-
lier this month concluded that the
best hope for growth in the king-
dom next year would be beefed-up
government spending because busi-
nesses in the kingdom “are bracing
for a slowdown.”

The government’s budget ap-
pears to respond to that decline in
sentiment. The ministry statement
released Monday said that the king-
dom would increase spending so it
could “continue the plans for eco-
nomic growth, maintain an attrac-
tive investment environment and in-
crease confidence.”

Ministry figures show that
spending is expected to increase
across many sectors.
 —Margaret Coker in Abu Dhabi

and Reem Shamseddine in Dubai
contributed to this article.

Saudi Arabia to
boost spending
and incur deficit
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European M&A runs dry
Bailouts for banks
are the biggest prop
for deal making

Execution’s Sykes will head
analysis of banks for UKFI

By Liam Vaughan

Europe ended the year as the
worst-hit region for mergers and ac-
quisitions activity, according to new
research. The value of deals done
there since January is down over a
third compared with the year before
as frozen credit markets and ex-
treme market volatility made tie-
ups increasingly difficult.

According to data provider Merg-
ermarket’s preliminary year-end
roundup, covering deals announced
up to Dec. 17, which provides the
first overall picture of the M&A land-
scape of the last 12 months, the total
value of deals in Europe was down
34%, compared with a decline of
28% globally.

The value of M&A deals in the
U.S. was down 25% and in the Asian-
Pacific region was down a more mod-
est 17% on last year, which was
marked by relatively high M&A vol-
umes globally.

The decline of deals in Europe
would have been even more dra-
matic were it not for the financial
sector, whose M&A activity has
been dominated by governments re-
capitalizing their domestic banks.
The finance sector constituted a
third of Europe’s deal-making vol-
ume, compared to about a fifth in
2007.

According to Mergermarket,
four of the 10-largest European
transactions involved state bail-
outs: the U.K. government’s acquisi-
tion of substantial stakes in Royal
Bank of Scotland Group PLC and
HBOS PLC for a combined Œ40.2 bil-
lion ($56.2 billion), and the Dutch
government’s bailouts of Fortis NV
and ING Groep NV, worth a com-
bined Œ26.8 billion.

The largest European, and also
global, transaction of the year was
U.S. conglomerate Altria Group
Inc.’s Œ71.2 billion spinoff of Swiss-
based tobacco giant Phillip Morris.
Second was the RBS bailout and
third was ball bearings maker
Schaeffler Group’s Œ23.0 billion bid
for German auto-parts maker Conti-
nental AG.

Regionally, over a quarter of the
value of deals in Europe originated

in Germany. In 2007, it was the fifth-
largest region by value in 2007 with
10% of Europe’s deals. In 2008, its
M&A activity represented 25.8% of
Europe’s total, ahead of the U.K. &
Ireland with a combined 25.1%.
France had one of the worst de-
clines in M&A activity, with French
M&A now representing only 5.2% of
the European total compared with
14% last year.

The paralysis of the private-eq-
uity market has been a major ele-
ment in the decline of M&A activity.
Buyout activity world-wide has
fallen to its lowest proportion of
overall mergers-and-acquisition ac-
tivity since 1995.

Buyout activity in the fourth
quarter has so far accounted for just
1.3% of overall global M&A activity
in value terms, according to figures
from Dealogic. There were 348 pri-
vate-equity deals valued at a com-
bined $10.7 billion compared to
7,309 M&A deals valued at $796.6 bil-
lion globally.

The number of buyouts was also
the lowest since the third quarter of
2003, when the industry was begin-
ning to emerge from the wreckage
of the dot.com bubble bursting. The
average size of deals in that time
has fallen from $133 million in the
third quarter of 2003 to $31 million
in the fourth quarter this year. “This
is the most significant quarter our

industry has had since its incep-
tion,” said Neil MacDougall, the man-
aging partner of U.K. buyout firm Sil-
verfleet Capital. “I think the down-
turn right across Europe and the
world is unprecedented in the short
existence of private equity as we
know it.”
 —Oliver Smiddy

contributed to this article.

Société Générale boosts
currency trading team
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Europe loses steam
Share of the global value of
announced M&A deals for
selected regions in 2008
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By Radi Khasawneh

Société Générale SA has hired a
global head of foreign-exchange de-
rivative sales as the bank attempts
to find new clients interested in trad-
ing currencies, a market tradition-
ally dominated by corporate clients.

Michael Burton had been the
head of so-called flow foreign-ex-
change sales for Europe and Asia at
Lehman Brothers Holdings Inc. in
London for four years. According to
people familiar with the matter, he
left Lehman Brothers a short time af-
ter the team was moved to Japanese
bank Nomura Holdings Inc., which
bought the bulk of Lehman’s busi-
ness in Europe.

The foreign-exchange business
has traditionally been aimed at cor-
porate clients looking to manage
their currency exposure. Analysts
say that growth in flow, or trading
on behalf of clients rather than from
the bank’s own books, will probably
occur over the next 12 months, al-
though a lot of that growth will
come from institutional investors
looking to unwind their positions.

In its foreign-exchange outlook
for 2009, research by Barclays Capi-
tal said there also would be an in-
crease in emerging-market cur-
rency unwinds as institutions flee
currencies that depend on foreign

direct investment, as investors pull
back amid wider economic worries.

Banks, for their part, have been
reallocating trading and structur-
ing resources from the credit to the
foreign-exchange businesses over
the past 18 months. In April this
year, for example, Société
Générale’s head of structured
credit, Bertrand Fitoussi, moved to
interest-rate and foreign-exchange
structured products as part of a
wider management reshuffle.

The trading side of foreign-ex-
change will still be headed by Serge
Topolanski, who is deputy head of
the overall flow businesses in the
fixed-income, currencies and com-
modities division. The head of that
flow business is Chico Khan-Gan-
dapur.

Times have been tough for the
credit and debt markets since new is-
suance in those markets came to
shuddering halt since financial tur-
moil rocked the markets from Au-
gust 2007.

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

U.K. Financial Investments, the
body charged with managing the
British government’s stakes in ailing
banks, has recruited a senior bank an-
alyst.

UKFI has appointed Tim Sykes
from Execution Ltd., where he is U.K.
bank analyst, as it continues to flesh
out the team charged with managing
its stakes in the financial-services
sector. One of his most recent recom-
mendations was selling shares in
HBOS PLC, one of the banks that is
set to be seminationalized.

Mr. Sykes was previously a manag-
ing director and head of U.K.- and
Irish-banks equity research at UBS,
and co-head of European-banks eq-

uity research at Credit Suisse First
Boston.

He will report to John Crompton,
who was appointed at the end of No-
vember as head of U.K. Financial In-
vestments’ market investments.
Mr. Sykes will cover banks that sub-
scribed to the government’s recapi-
talization fund and still have publicly
traded shares.

He will be responsible for helping
manage the government’s stakes in
HBOS, Lloyds TSB Group and Royal
Bank of Scotland Group PLC.

The new company will set the con-
ditions for banks receiving taxpayer
money.
 —Matt Turner

Hurry, early bird discount ends on 30th December!

19 - 20 May 2009
Marriott Hotel
Grosvenor Square
London

Following on from the success in 2008, The India Summit 2009 will be held from 19th - 20th May
at The London Marriott Hotel, Grosvenor Square.

Some of the issues to be discussed over the 2 days include:
• The global challenges of the 21st century
• Defining India’s position as the world’s largest and leading democracy
• Case-studies: Indians investing in the UK, Technology, Media, and Telecommunications Energy

investments, Infrastructure, M&A, Capital Markets, Retail finance, Real Estate in India,
India – fertile ground for Private Equity, and many more…

• Keynote interviews: Global Indian investments, The development of the financial markets in
India – growing demand meets scarce resources

• Panel discussion: Infrastructure investment in India

PLUS: Celebrity cricket match, 5 star drink receptions, Gala Dinner with entertainment,
networking opportunities

For more information please view www.efinancialnewsevents.com/conference/indiasummit09/
or contact Anna on +44 (0) 20 7426 3345 or email akonieczny@efinancialnews.com.
For sponsorship please email sponsorship@efinancialnews.com or call +44 (0) 20 7426 3345
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