
Bernard Madoff used middle-
men such as Thierry Magon de
La Villehuchet to persuade oth-
ers to invest in an alleged Ponzi
scheme. Mr. de La Villehuchet’s
family members said they have
no doubt he committed suicide
out of a “sense of honor.” Page 17
n Investigators are turning
their attention to the middle-
men who attracted investments
for Bernard Madoff. Page 20

n Russia’s Norilsk elected a
former top Kremlin official as
chairman in a tactical victory for
tycoons vying to keep control
over the metals giant. Page 17

n Sony’s PS3 sales fell 19% in
the U.S. last month, setting
back a company banking on its
videogame unit to offset a weak
electronics business. Page 4

n Kuwait canceled a major ven-
ture with Dow Chemical that
would have provided $9 billion
to the company. Page 7

n Price-slashing failed to res-
cue a bleak holiday season for
U.S. retailers as sales plunged.
Many retailers are rethinking
business plans. Page 5

n Buying defensive stocks is a
traditional bear-market tactic,
but utilities, health care and
consumer staples aren’t clear
winners this time. Page 17

n Goldman Sachs lost its top
spot in a key mergers and acqui-
sitions ranking after years as
the undisputed leader. Page 19

n Chrysler is slashing costs in
an effort to show Washington
it is a viable company. Page 6

n The weak U.S. labor market is
compressing consumer incomes
and spending, though falling gas
prices are offsetting those trou-
bles for now. Pages 3, 8

n Turkey’s parliament cut the
budget allocations of most min-
istries as the country seeks a
loan deal with the IMF. Page 9

n GMAC’s bonds rose after the
U.S. Federal Reserve approved
the auto-financing concern’s ap-
plication to become a bank-
holding company. Page 19

Tiny Iceland
rattles world
as bubble pops

Israeli jets attacked Hamas
targets for a second day across
the Gaza Strip, as the death
toll in an aerial assault against
the Islamic militant group esca-
lated to over 290. The ferocity
of the assault threatens wider
regional instability, just months
after Israel appeared to be mak-
ing progress at peace-making
with several of its neighbors
and longtime enemies. Page 1
n Demonstrations erupted in
the Mideast in response to the
Israeli attacks. Iran’s Khamenei
issued a religious directive call-
ing on Muslims to defend Pales-
tinians against Israel. Page 27

n Belgium’s king asked Chris-
tian Democrat Herman Van
Rompuy to form a government,
after more than a week of nego-
tiations with the nation’s frag-
mented political parties. Page 2

n Voters in the Indian state of
Jammu and Kashmir turned out
in large numbers to participate
in elections, but no single party
won a clear majority. Page 9

n A suicide bomber killed 36
in northwest Pakistan, under-
scoring U.S. fears that a move
by Islamabad to redeploy some
troops in the region could en-
courage more militant attacks.

n Fourteen children and two
other people died when a suicide
bomber trying to attack tribal
elders blew himself up near an
Afghan school, the U.S. said.

n A Swiss man suspected of
involvement in a large nuclear
smuggling ring was released
from prison after more than four
years of investigative detention.

n Labor union activists block-
aded shops in Athens that were
trying to open Sunday to make
up revenue lost in three weeks
of rioting in the Greek capital.

n Chinese dairy companies
will compensate families of
some 294,000 children sick-
ened by tainted milk. Page 10

n Coup leaders in Guinea is-
sued a declaration saying all
military generals of the former
regime had been demoted. Loy-
alists mourned dictator Conte.

n Ghanaians returned to the
polls for a presidential runoff.

n Died: Harold Pinter, 78, Brit-
ish playwright and Nobel laure-
ate, after a battle with cancer.

By Joanna Slater

The dollar’s sharp turn weaker
toward the end of the year is threat-
ening to create winners and losers
in global trade amid the toughest
economic conditions in decades.

For countries like Japan and Ger-
many, the decline is a source of anxi-
ety because a stronger currency
makes exports less competitive as
global demand shrinks. For the U.S.,
it’s a more welcome development,
and might also help counteract de-
clining prices.

In today’s environment, no coun-
try wants to be the last one standing
with a strong currency. Some econo-
mists worry that countries could
seek to weaken their currencies to
gain an advantage over their trad-
ing partners, setting off a round of
devaluations that ultimately dam-
age world trade.

Until recently, the dollar was one
of the most robust currencies
around, surging against everything
save the Japanese yen. But in recent
weeks—and particularly after the
Federal Reserve slashed a key inter-
est-rate target to near zero—the dol-
lar has abruptly changed course.

On Friday, the dollar slipped
against the euro, with one euro buy-
ing $1.406 late in New York. The dol-
lar has weakened about 10% versus
the euro and 8% against the yen
since the start of November.

That is good news for U.S. export-
ers, but it is raising concerns in
places like Japan and Germany,
which are both gripped by recession.

In Japan, officials are so con-

cerned by the strengthening yen
that they have sent signals they
might intervene to stop it. Earlier
this month, Honda’s president
warned that the pumped-up yen
could cause the “hollowing out of
Japanese industry.”

“Both countries are very depen-
denton exports, with very littledomes-
ticgrowth,” says Adam Posen, anecon-
omist at the Peterson Institute for In-
ternational Economics. “Bad news is
coming, and the dollar going down is
additional bad news for them.”

Of course, there are upsides to
having a stronger currency in some
corners of the globe. The dollar’s
turn lower has brought a modicum
of relief in emerging markets, where
currencies have been battered in re-
cent months. That is easing the bur-

Please turn to page 2

Weak dollar hits Europe,
helps emerging markets

Editorial&Opinion

Source: Thomson Reuters via WSJ
Market Data Group

Off-peak
Performance of the euro and 
Japanese yen against the dollar

7 14 21 28 5 12 19 26

Euro

Yen

Nov. ’08 Dec.

 16%   

12

8

4

0

–4

Israel continues attacks
against Hamas targets
Calls for retaliation
grow in Gaza Strip;
death toll escalates

An Israeli border policeman chased a Palestinian boy in the West Bank suspected
of throwing stones, as tensions rose following the Israeli strikes in Gaza.

Fighting Hamas
Israel is following Obama’s
advice to stop the Gaza terror-
ists. Review & Outlook. Page 11
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A drive to curb misconduct
at the U.N. is faltering
ECONOMY & POLITICS | PAGE 8

In a German village,
residents pray for bankers
MARKETPLACE | PAGE 26

By Charles Levinson

And Joshua Mitnick

Israeli jets attacked Hamas tar-
gets for a second day across the Gaza
Strip, as the death toll in an aerial as-
sault against the Islamic militant
group escalated, along with interna-
tional calls to halt the violence.

The ferocity of the Israeli air as-
sault over the weekend threatens
wider regional instability, just
months after Israel appeared to be
making progress at peace making
with several of its neighbors and
longtime enemies. It also poses a
fresh diplomatic challenge for the in-
coming administration of Barack
Obama, who has vowed to pursue
U.S.-brokered peace talks between
Israel and the Palestinians. (Please
see related articles on page 27.)

The military action is also likely to
sharpen the divide in the Middle East
between moderate, Western-leaning
Arab leaders like Palestinian Presi-
dent Mahmoud Abbas, and their Ira-
nian-backed rivals, including Hamas
and Lebanon’s Hezbollah. Tehran has
significantly increased its influence
in the region through these proxies.

Hezbollah, the Iranian-backed
Shiite organization, emerged mili-
tarily and politically stronger after

Please turn to page 27

By Charles Forelle

REYKJAVIK, Iceland—A boy
charged to the front of an angry
crowd here recently and tossed a car-
ton of skyr, a local yogurt-like snack,
at the Parliament building. It splat-
tered on the rough-hewn stone.

He and thousands of Icelanders
were protesting one of the strangest
economic failures of the global finan-
cial crisis. This past fall, every bank
that matters in this tiny nation—
that is, all three of them—failed. Ice-
land’s currency, the krona, became
worthless beyond its shores. The
country’s financial system stopped
working.

“We are pissed off at the govern-
ment,” said one young man, pausing
between fusillades of eggs. A roll of
toilet paper arced across the Nordic
sky.

Iceland is an extreme casualty of
an era in which it became extraordi-
narily easy to borrow money. But it
was more than that: An examination
of the nation’s banking system,
which collapsed over about 10 days
this autumn, reveals the degree to

Please turn to page 14
Money & Investing > Page 17
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Rigor mortis, induced by
tight credit, is spreading up
the supply chain.

The Equipment Leasing
& Finance Association repre-
sents firms that lend money
or lease equipment to the
companies that produce and
distribute the goods people
(no longer) buy. Its index
measuring new U.S. equip-
ment financing activity
dropped 33% year on year
in November. Thrifty con-

sumers don’t buy new appli-
ances. Likewise, manufactur-
ers think twice about invest-
ing in new plants to make
them. U.S. tax incentives to
invest in capital equipment,
enacted this year and due
to expire this week, appear
to have had little impact.

Nigel Coe, analyst at
Deutsche Bank, highlights
November’s drop in the pro-
portion of credit requests
approved by those surveyed

to 70%. Meanwhile, cus-
tomer delinquencies and
losses, while low, are rising.

Lower capital invest-
ment adds to economic
headwinds, and pressure for
government infrastructure
spending. This takes time to
feed through. And that’s as-
suming the money is spent.
Morgan Stanley estimates
that, globally, $120 billion
of investment projects were
canceled this year, seven

times the average.
That’s bad news for back-

logs. Little wonder General
Electric this month empha-
sized that three quarters of
profits in its industrial busi-
nesses are generated by ser-
vicing existing equipment.
For those more exposed to
the business of selling and
leasing new machines, tight
credit could seize the cogs
up altogether.
 —Liam Denning

Beijing needs all the help
it can get raising funds to
stimulate the wilting Chi-
nese economy. It may have
a new source to tap.

Insurance firms will
soon be allowed to diversify
by investing directly in in-
frastructure projects for the
first time on a consistent
basis, the industry regula-
tor has said. But this is de-
regulation Chinese-style, so
“allowed” doesn’t fully ex-
plain the move. “Encour-
aged” is the word policy
makers are using.

China’s insurance regula-
tor hasn’t finalized the pro-
portion of insurers’ assets
that they will be able to use

this way yet, but it could be
as much as 8% of their
funds. Based on September
quarter end figures, that is
potentially $47 billion.

Fully invested, that
would be helpful to
Beijing’s fiscal-stimulus
plans. Only 30% of the $586
billion package will be
funded by the central gov-
ernment. The rest needs to
come from local govern-
ments and the corporate
sector.

For insurance compa-
nies, infrastructure invest-
ment could make sense.
And the move provides a
welcome opportunity for di-
versification.

Unease at the move,
though, comes from the
sense the insurers will be
all but ordered to back gov-
ernment policy.

“Encouragement” from
Beijing to invest in particu-
lar projects would be OK if
the project is a potentially
lucrative rail route on a
busy line. Other projects—a
toll road between two re-
mote areas, say—could be
less attractive.

China’s now celebrating
30 years of “reform and
opening up,” a policy that
has often worked best when
the private sector has been
allowed to make its own de-
cisions. It isn’t alone in step-

ping back from the free-mar-
ket model in the face of eco-
nomic crisis, but it risks
stimying its own progress
by giving the central govern-
ment too much input.
 —Andrew Peaple

Tight credit weakens a new link on the supply chain

More U.K. property pain
European commercial

property is in free fall and
there isn’t any sign of a
parachute.

Capital values have plum-
meted, leaving funds facing
high redemptions as inves-
tors clamor to withdraw
their cash. Property compa-
nies risk breaching loan cov-
enants. And rents, which
have hitherto provided the
consolation of a steady in-
come stream, are starting
to fall as well. There is still
a way to go to the bottom.

In the U.K., total prop-
erty returns fell 18.2% in
the first 11 months of the
year and December is likely
to have seen the worst per-
formance since 1974, accord-
ing to the Investment Prop-
erty Databank. That is a con-
cern for the rest of Europe,
which traditionally lags be-
hind the U.K. European
property transactions fell
55% in the last 12 months.

Until now, the collapse
in capital values has been
largely due to the change in
yields, reversing the yield
compression of the boom
years and exacerbated by
heavy selling by property
funds. But worryingly, rents
are starting to fall, too. Eu-
ropean office rents in the

third quarter dropped 0.2%
according to CB Richard El-
lis, while retail rents were
down 0.1%, and are forecast
to fall further in 2009. So
investors are facing slowing
income streams in addition
to an investment market
that is grinding to a halt.

As prices continue to
fall, property companies
will be increasingly at risk
of breaching loan-to-value
covenants on their debt. No-
mura estimates that the
U.K.’s six largest property
companies all would risk
breaching loan-to-value cov-
enants on some of their
debt if their portfolios were
to fall a further 30% or
more from today’s levels.

HBOS, the beleaguered
U.K. mortgage lender soon
to be taken over by Lloyds
TSB, has shown that impair-
ment charges on its corpo-
rate loan book doubled to
£3.3 billion ($5 billion) be-
tween the end of September
and end of November.
About 60% of these impair-
ments were due to property
loans.

With few signs of an eco-
nomic upturn in 2009, Euro-
pean property investors
should brace themselves for
a crash landing.
 —Molly Neal

Researcher quits Shaklee

China recruits insurers

Pentagon’s unlikely guru
U.S. humanitarian
advises military
on fighting extremism

purposes of my agreement.”
“To my dismay I have found nu-

merous uses of my name and repu-
tation on the Web and in other me-
dia that implies endorsement by
me of Shaklee’s Vivix product,” he
wrote. “I have engaged counsel to
deal with this matter and have de-
manded that Shaklee cease using
my name.”

A spokesman for Harvard Medi-
cal School said the school
was also reviewing Shak-
lee’s use of Dr. Sinclair’s
name and references to his
Harvard affiliation, which
have appeared on its Web
site and in promotional
videos.

In a statement, Shaklee
said that “every implied
product endorsement was
in Dr. Sinclair’s own words
and every Shaklee use of
his name —whether in
print or video—was pre-approved
by him in keeping with our agree-
ment.”

In November, Dr. Sinclair ap-
peared on a Florida radio station
with Shaklee’s chief doctor to pro-
mote the Vivix tonic. “Based on the
mouse studies, we are seeing a
lifespan extension of about 20-30%,”
Dr. Sinclair told the program’s host.
“That’s in animals that are eating an
American, unhealthy diet.”

That appears to overstate the
matter. Going from 102 weeks to
114 weeks, Dr. Sinclair’s overfed
mice lived 12% longer on average
with resveratrol, not 20 to 30%,
and normal mice didn’t live longer,
even with a huge resveratrol dose,
according to the peer-reviewed
study.

In an e-mail, Dr. Sinclair said he

was referring to the portion of the
mice’s lifespan after they reached
the age of one year, a measurement
used in his scientific papers. Such a
calculation method increases the
drug’s relative benefit.

At an August sales conference,
Dr. Sinclair told Shaklee’s salespeo-
ple that “over a year ago, we set out
together to do this, to make a prod-
uct that you could actually activate
these genetic pathways that can

slow down aging.” In a
video of the conference—
posted on the Internet—he
added, “Together, as part
of the Shaklee family…we
can take this technology
right now, to our friends, to
our family, and really have
the benefits of this new
technology right now,
within our lifetimes, and
you’ll learn more about the
Vivix product later.”

Shaklee sells its prod-
ucts through a network of 750,000
“members” who work for commis-
sions and recruit other salespeople—
and handle their own marketing.
Dr. Sinclair’s picture graces the
f ro n t p a ge o f www.
live25yearslonger.com, one sales-
person’s site, where Vivix is said to
repair skin injuries, erase age
spots, quell tremors and eliminate
leg cramps.

Shaklee says it forbids salespeo-
ple to claim Vivix affects any dis-
ease, and refers noncompliant
salespeople for “disciplinary ac-
tion,” which can include terminat-
ing their contract. “The vast, vast
majority of them are very circum-
spect,” Mr. Barnett says.

Shaklee says more than 100,000
people have purchased Vivix since
its August introduction, and orders
are backlogged.

Continued from page 26

David Sinclair

On the slide
Year-over-year change in
China’s quarterly GDP

Source: Thomson Reuters Datastream
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By Yochi J. Dreazen

WASHINGTON—Greg Morten-
son, a humanitarian and co-author
of the best-selling book “Three Cups
of Tea,” has a surprising new job: ad-
vising the U.S. military on how to
fight Islamic extremism.

Mr. Mortenson is a former moun-
tain climber who has built 78 schools
in remote, poverty-stricken parts of
Pakistan and Afghanistan. His foun-
dation, the Central Asia Institute,
also runs 48 other schools in refugee
camps in the region. More than
28,000 children in the two countries
attend Mr. Mortenson’s schools.

In recent months, Mr. Mortenson
hasbegunasecondcareerasaguruof
sorts for the military. In November,
he was invited to the Pentagon for a
private meeting with Adm. Mike
Mullen, the chairman of the Joint
Chiefs of Staff. In December, he flew
to Florida to talk to senior officers
from the secretive Special Opera-
tions Command, which directs elite
units like the Army’s Delta Force.

Gen. David Petraeus, who over-
seesthewarsinIraqandAfghanistan,
read Mr. Mortenson’s book,which re-
counts his school-building efforts,
and recommended it to his staff.

Mr.Mortenson’spopularityinmil-
itary circles stems from a shift in
thinking about the war in Afghani-
stan.Inthewar’sfirstyears,topcom-
manders focused on working with
the Afghan central government. But

with the insurgency worsening and
the Kabul government struggling,
many senior officers have begun to
seek Mr. Mortenson’s advice on how
to build stronger relationships with
village elders and tribal leaders.

Several of the officers said they
have also come to share Mr. Morten-
son’s belief that providing young
Muslims with a moderate education
is the most effective way of curbing
the growth of Islamic extremism.

“Education is the long-term solu-
tiontofanaticism,”saysCol.Christo-
pher Kolenda, who commanded an
Army brigade in a part of eastern Af-
ghanistan where Mr. Mortenson
foundedtwoschools.“AsGregpoints
out so well, ignorance breeds hatred
and violence.”

The longcounterinsurgencycam-
paigns in Afghanistan and Iraq have
forcedthemilitarytotransformitself
from an organization focused mainly
onkillingenemiestoonethatdevotes
equal attention to rebuilding war-
shattered societies.U.S.troopsin the
twocountriesrunjobsprograms,pro-
vide medical assistance, and work to
rehabilitate captured militants. “Na-
tion-building,” a phrase once
scorned by many senior officers, is
nowacentralpartoftheU.S.strategy.

In an interview, Mr. Mortenson, 50
years old, said he respected the mili-
tary’s willingness to admit past mis-
takesand seeknew ideasabouthowto
accomplish its objectives in Afghani-
stan and in the broaderwar on terror.

“IgetsomecriticismfromtheNGO
community, who tell me I shouldn’t
talk to the military at all,” he said.
“But the military has a willingness to
changeandadaptthatyoudon’tseein
other parts of the government.”

Mr.Mortensondidn’talwayshave

a high opinion of the U.S. military.
“Three Cups of Tea” details how his
initialsupportforthewarinAfghani-
stan faded after he read accounts of
thecivilianswhodiedinAmericanair-
strikesorafteraccidentallytouching
unexploded U.S. bombs.

In early 2002, he was invited to the
Pentagon toaddress asmallgathering
of uniformed officers and civilian offi-
cials. As he recounted in the book, he
told the audience that the $840,000
spent on eachof the Tomahawk cruise
missiles fired into Afghanistan could
have been used to build dozens of
schools.“Whichdoyouthinkwillmake
us more secure?” he askedthem.

Afterward,Mr.Mortensonwrote,a
maninaciviliansuitofferedtosecretly
funnel him $2.2 million in military
funds.“Wecouldmakeitlooklikeapri-
vate donation from a businessman in
HongKong,” theman told him.

Mr.Mortensonwrotethatheseri-
ously considered the offer because
the money would have allowed him
to build at least 100 more schools. In
the end, though, he turned it down.

“I realized my credibility in that
part of the world depended on me
not being associated with the Ameri-
can government, especially its mili-
tary,” he wrote.

Mr. Mortenson still refuses to
take any money from the military.
The Central Asia Institute has an an-
nual budget of $2.8 million, virtually
allofwhichisraisedthroughsmallin-
dividual donations. Last year, the
Pentagon offered Mr. Mortenson
$2.8 million, which would have dou-
bled the foundation’s funding, but he
says he turned it down.

“The conditions would have stip-
ulated that they could decide where
the schools go, and I couldn’t accept
that,” he said.
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den on companies with debts to pay
in foreign currencies.

For the U.S. in particular, a
weaker currency could be a wel-
come help on another front—avoid-
ing a cycle of declining prices.

“There is a pretty compelling ar-
gument both in theory and in his-
tory that if your problem is defla-
tion, then pushing down the ex-
change rate is an effective way of ad-
dressing that problem,” says Barry
Eichengreen, an economist at the
University of California, Berkeley.

Mr. Eichengreen notes that during
the Great Depression, it was difficult
to use a weaker currency to export
more because of protectionist poli-
cies in place around the globe. How-
ever, it was a useful way to change
people’s expectations about prices,
since imports become more expen-
sive. When the U.S. devalued the dol-
lar in 1933, he said, the prices of some
commodities, which had been spiral-
ing lower, suddenly began to go up.

One fan of this line of thinking:
Federal Reserve Chairman Ben Ber-
nanke. In a 2002 speech, Mr. Ber-
nanke noted that the devaluation of
the dollar and the rapid increase in

the money supply in 1933 and 1934
“ended the U.S. deflation remark-
ably quickly.” He described the epi-
sode as an illustration of what can
be achieved “even when the nomi-
nal interest rate is at or near zero.”

That, of course, describes where
the Fed’s key interest-rate target sits
today. The fact that the Fed has been
willing to embrace unconventional
and aggressive lending measures car-
ries an implicit message—that “a
weaker dollar in an orderly way is cer-
tainly a desired outcome,” says David
Gilmore of Foreign Exchange Analyt-
ics, a Connecticut research firm. He
adds that in recent months, the Trea-
sury Department has avoided its
usual mantra in which it reiterates its
support for a strong dollar.

The problem at the moment, Mr.
Gilmore says, is that “every country
on the planet needs a weak currency
right now, and not everybody can
have one.”

In late November, China briefly
pushed its currency, the yuan,
sharply lower against the dollar,
raising fears that it could be seeking
a competitive leg up. Since then, the
yuan has recovered those losses.

In Vietnam, where the local cur-

rency, the dong, is pegged to the dol-
lar, the central bank devalued the
currency on Wednesday for the sec-
ond time this year. The move will
help facilitate exports and control
the trade deficit, the central bank
noted in a statement.

In the late 1990s, a number of
emerging markets from Asia to Russia
faced financial crises and were forced
to devalue their currencies. Eventu-
ally, that helped spur economic recov-
eries by touching off export booms at
a time of buoyant demand elsewhere.
Today, though, the whole world is reel-
ing, making it difficult for a country to
export its way out of trouble.

“The world can’t depreciate [its
currency] against Mars and export
to the rest of the solar system,” says
Simon Johnson, a former chief econ-
omist for the International Mone-
tary Fund.

Some experts say the prospect of
beggar-thy-neighbor devaluations is
remote, at least among major econo-
mies. Preventing such an outcome is
one of the main reasons that finan-
cial officials from the Group of Seven
industrialized nations have regular
meetings, says Jens Nordvig, a cur-
rency strategist at Goldman Sachs.

Continued from first page

LEADING THE NEWS

By John W. Miller

BRUSSELS—Belgium’s King Al-
bert II on Sunday named a probable
successor to Prime Minister Yves Le-
terme, who resigned recently amid
a scandal related to one of the earli-
est major bank bailouts of the global
credit crisis.

After more than a week of negoti-
ation with Belgium’s fragmented po-
litical parties, King Albert asked
Herman Van Rompuy to form a gov-
ernment. While the person chosen
for this role doesn’t always get the
top job, “in this case, it’s absolutely
clear Mr. Van Rompuy will become
prime minister in a few days,” said
Olivier Alsteens, a government
spokesman.

Mr. Van Rompuy, 61 years old, is
president of the lower house of Bel-
gium’s parliament and a member of
the Christian Democrats, the same
party that Mr. Leterme belongs to.
He earned plaudits as a finance and
budget minister in the 1990s when
he gradually reduced Belgium’s na-
tional debt so that the country
would meet the criteria to adopt the
euro in 1999.

Importantly, given that the last
government took nine months to
form after elections in 2007, Mr. Van
Rompuy will govern with the exist-
ing coalition, Mr. Alsteens said. The
new prime minister will have to find
one new cabinet minister, to replace
former Justice Minister Jo Van-
deurzen, who also resigned amid
the banking scandal.

Belgian politics are complicated
by the division of parties along both

ideological and linguistic lines in a
country sharply divided among
Dutch and French speakers. With a
sinking economy poisoning public
approval ratings, the parties were
loath to call early elections.

Belgium’s next government will
have to approve a new budget and
figure out how to spend a Œ2 billion
($2.81 billion) stimulus package.
The country’s economy is expected
to shrink by 0.5% next year, as mea-
sured by gross domestic product.

The government must also try to
complete the deal that Mr. Leterme
crafted as part of a bailout of Fortis
NV in October, under which the
bank’s Belgian assets would be sold
to BNP Paribas SA of France for
Œ14.5 billion. Mr. Leterme resigned
following allegations he tried to in-
fluence a Dec. 12 court decision.
That decision delayed the sale of
Fortis pending a shareholder vote in
February. A no vote would mean
finding an alternative solution.

Belgium’s next government also
will have to try to resolve a bitter
feud between the country’s two
main language groups over the fu-
ture of the country. The more pros-
perous Dutch-speaking northern re-
gion, Flanders, wants more auton-
omy—but not complete indepen-
dence—from poorer French-speak-
ing Wallonia in the south and Brus-
sels, the capital. While both are
Flemings who want more autonomy
for the north, Mr. Van Rompuy is
known as taking a softer line on the
issue than Mr. Leterme.

The ruling coalition, however, is
riven with divisions. The parties
spent the week after Mr. Leterme’s
resignation torpedoing each other’s
nominations for prime minister.
King Albert appointed a special em-
issary, Wilfried Martens, a prime
minister in the 1980s, who managed
to forge a consensus around Mr. Van
Rompuy.
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Protests erupt across Middle East
Anti-Israel feelings
run high, sparking
fears of wider unrest

Israel continues strikes against Hamas in Gaza

By Farnaz Fassihi

BEIRUT, Lebanon—Widespread
demonstrations erupted across the
Middle East, from Tehran to Beirut,
in response to Israel’s second day of
bombing against Hamas in the Gaza
Strip, sparking worry over wider re-
gional unrest.

Iran’s Supreme Leader Ayatollah
Ali Khamenei issued a religious di-
rective, or fatwa, calling on Muslims
to stand up and defend Palestinians
against Israel. Though Mr. Khame-
nei didn’t spell out exactly what he
intended, his comments were seized
upon in Iran as the latest rallying
cry against Israel. An Iranian law-
maker, Ali Motahari, told Iran’s
state news agency IRNA that it was
time for Iran and other Arab nations
to go to war with Israel.

Over the weekend, images of
bloody and maimed victims of the at-
tacks plastered front pages of news-
papers and played across Arab satel-
lite channels. Sporadic demonstra-
tions against the attacks were
staged in Arab capitals, including
Beirut and Amman, Jordan. Pro-

tests turned violent in the Palestin-
ian enclave of the West Bank.

“I am very upset with what is hap-
pening in Gaza. The Israelis have no
justification to kill people,” said Aziza
Sakr, 48 years old, a Lebanese lawyer
gluedtohertelevisionsetallweekend.

In Damascus, Syria, more than
5,000 people took to the streets

burning Israeli and American flags.
In Jordan, protesters called for the
deportation of Israel’s ambassador.
In Iran, students staged protests at
universities. In Egypt, the Muslim
Brotherhood accused Arab leaders,
particularly those with close ties to
the U.S., of being culpable in Israel’s
attacks on Gaza.

A crowd of 1,000 protesters gath-
ered outside the office of the United
Nations in downtown Beirut, chant-
ing “Death to Israel” and waving Pal-
estinian flags.

Tensions were especially high in
Lebanon, where the Shiite political
and militant group Hezbollah fought
a 34-day war with Israel in 2006.

Hezbollah leader Seyed Hassan
Nassrallah, in a live televised speech,
criticized other Arab leaders for fail-
ing to show solidarity with Palestin-
ians and warned that Israel may use
the current stand-off with Hamas as
an excuse to attack Lebanon.

“We are not afraid. We are ready
to face any aggression against our ter-
ritory and dignity,” Mr. Nassrallah
said. He called for massive protests
Monday in Beirut’s Shiite suburb of
Dahiyeh and across the Arab world.

Lebanon heightened its alert level
and canceled leave for its troops. The
state news agency reported that at
least five Israeli warplanes flew low
over south Lebanon Sunday.

Analysts in Beirut said Hezbollah
is unlikely to initiate an attack on Is-
rael and drag Lebanon into another
war, but they say that rogue militant
groups, some from among extrem-
ists in the Palestinian camps in the
country, might try to launch an at-
tack from Lebanese territories into
northern Israel. —Nada Raad

contributed to this article.

repelling an Israeli attack in Leba-
non in 2006. Earlier this year, it
seized large swaths of Beirut in a
show of military might that won it
significantly broader leverage in a
power-sharing government with
Western-leaning politicians there.

“The temperature is again rising
between the two polarized halves of
the Middle East,” said Nic Pelham, a
Jerusalem-based analyst for the In-
ternational Crisis Group.

Gaza officials reported more
than290deathson Sunday,with hun-
dreds more injured. No injuries were
reported in the strikes inside Israel
on Sunday; one Israeli was reported
killed in rocket attacks Saturday.

TheIsraeliattackonGazaisalready
drawing parallels to Israel’s ill-fated
military operation against Hezbollah
in Lebanon two years ago. Hamas’s
Damascus-based leader, Khaled Me-
shaal, in an interview with al Jazeera
on Saturday compared Hamas’s strug-
gle against Israel to Hezbollah’s fight.

Mr. Meshaal said Hamas will use
“all possible means” to retaliate
against Israel, suggesting it could re-
sort to suicide attacks, a tactic it
largely abandoned in 2005.

Ratcheting up the regional rheto-
ric, Iranian state TV quoted Su-
preme Leader Ayatollah Ali Khame-
nei issuing a religious decree, or
fatwa, to Muslims around the world
on Sunday, ordering them to defend
Palestinians against Israel’s attacks
on Gaza, Reuters reported.

Israeli officials on Sunday sig-
naled that military operations
would continue until Hamas was sig-
nificantly weakened. The aerial
bombardment, which began Satur-
day, was in retaliation for height-
ened rocket and mortar attacks in re-
cent days from Gaza into Israel.

Prime Minister Ehud Olmert,
speaking to Israel’s cabinet Sunday,
girded Israelis for a prolonged cam-
paign. The operation is “liable to
take longer than we can foresee at

this moment,” he said, according to
the Associated Press. The cabinet
said later Sunday that it had autho-
rized a call-up of 6,500 reserves.

But ahead of a general election in
a few weeks to replace Mr. Olmert, it
is unclear whether Israeli officials
are ready to risk what would likely be
a casualty-heavy ground incursion
into Gaza.

Shortofa full-scaleinvasion,oran-
other cease-fire, Israel has few effec-
tive measures for stopping the rocket
fire into itssouthern communities.Se-
nior Israeli officials, including Foreign
Minister Tzipi Livni, urgedrestraintin
recentweeks astheexpirationdatefor
the six-month cease-fire between Is-
rael and Hamas approached.

The resumption of rocket fire on
southern Israeli communities, how-
ever, intensified political pressure
to act forcefully.

Israeli jets hit several targets in-
side Gaza on Sunday, including a ma-
jor Hamas security installation, ac-
cording to wire reports from inside
theenclave.Militantsinsidethe terri-
tory responded with rocket and mor-
tar attacks on southern Israeli towns.

As the Palestinian death toll
mounted, diplomats ratcheted up de-
mandsfor both sides to cease hostili-
ties.Mr.Abbas,the Palestinian presi-
dent, called on his rivals in Hamas to
renew a cease-fire that expired ear-
lier this month between the group
and Israel. Hamas overran the Gaza
Strip in 2007, essentially splitting
from Mr. Abbas’s more-moderate
Palestinian leadership circle.

TheUnitedNationsSecurityCoun-
cil,inarare,late-nightweekendmeet-
ing, called for both sides to halt the
fighting. Israel, which has sealed the
Gaza border for much of the last few
months, allowed humanitarian aid to
entertheterritoryonSunday,thesec-
ond shipment in three days.

Whether the air assault devolves
into a prolonged military conflict be-
tween the two sides could depend on
thevigor and effectiveness of any Ha-

mas response in coming days.
Israel earlier this year initiated a

flurry of diplomatic maneuvers with
most of its biggest irritants along its
borders: It agreed to the cease-fire
with Hamas, which expired earlier
this month. It is engaging in indirect
peace talks with Syria, mediated by
Turkey. And it participated in a sig-
nificant prisoner exchange with
Hezbollah earlier this year.

The fighting also further compli-
cates U.S.-brokered peace talks be-
tween Israel and the Palestinians. The
heavy Palestinian death toll will make
it much more difficult for moderate
leaders like Mr. Abbas and U.S.-allied
Arab states to support dialogue and
compromise with Israel. Mr. Obama is
now likely to have a harder time find-
ing common ground between the two
sides.

For Hamas, the attack threatens to
greatly reduce its command and con-
trol capabilities in Gaza. In the months
sinceHamasseizedcontroloftheterri-
tory, it has consolidated its political
andmilitarypowerbaseintheenclave.

In what appeared to be a warning
to Hezbollah in Lebanon along Isra-
el’s northern border, Israel fighter
jets scrambled on Saturday from the
country’s northern air base.

TheIsraeliattacksonSaturdayfo-
cused on Hamas military and public-
security installations, including a po-
lice graduation ceremony, an intelli-
gence headquarters and a training
base of Hamas’s Al-Qassam brigades.

The surprise strike caused wide-
spread panic and confusion in Gaza,
as thousands of Palestinians con-
verged on local hospitals to check on
relatives. An eyewitness reported
seeing dozens of bodies with limbs
severed and heads decapitated from
the attack at a Hamas police station.

There were unconfirmed reports
of senior Hamas military figures
killed in the attack. Hamas officials,
however, remained defiant.

“The Israelis want us to wave the
white flag, but we will keep on fight-
ing,” said Hamas spokesman Fawzi
Barhoum.

Continued from first page

By Jay Solomon

WASHINGTON—U.S. President-
elect Barack Obama’s pledge to me-
diate the Arab-Israeli conflict ag-
gressively from “day one” could be
significantly complicated by Israel’s
military action in the Gaza Strip
over the weekend, current and
former Western diplomats said.

The rising number of Palestinian
deaths is seen as threatening Pales-
tinian President Mahmoud Abbas’s
ability to continue pursuing peace
talks with Jerusalem. The Israeli at-
tacks could fuel a new round of ter-
rorism targeting the Jewish state.
And Arab governments in Saudi Ara-
bia, Egypt and Jordan could face
popular pressure to step back from
directly supporting the Israeli-Pales-
tinian peace track that President
George W. Bush started last year.

Positions on both sides of the Is-
raeli-Palestinian dispute have polar-
ized. The radical
Palestinian
group Hamas,
which was tar-
geted by Israel’s
attacks Saturday
and Sunday, con-
trols Gaza, while
on the Israeli
side, the right-
wing Likud party
headed by
former Prime
Minister Ben-
jamin Netanyahu leads in most polls
heading into February elections. Mr.
Netanyahu has promised to take a
much harder line against Palestinian
and Lebanese militants.

Mr. Obama spoke with both Mr.
Bush and Secretary of State Condo-
leezza Rice over the weekend about
the Gaza situation, according to
aides to the president-elect. They de-
clined Sunday to offer specifics of
what steps Mr. Obama will take after
his inauguration to calm the Arab-Is-
raeli conflict, saying “there’s only
one president at a time.” Mr. Obama,
during a visit to Israel in July, de-
fended Israel’s right to defend itself
against Hamas rocket attacks.

During the U.S. presidential cam-
paign, Mr. Obama repeatedly criti-
cized the Bush administration for
waiting too long to directly engage
Palestinians and Israelis in peace
talks.

Mr. Bush cites some accomplish-
ments in the Middle East, including
the emergence of a tenuous democ-
racy in Iraq and the reduction of Syr-
ian influence over Lebanon.

Arab leaders have criticized Mr.
Bush and Ms. Rice for failing to re-
strain Israel’s military actions in the
Palestinian territories and weaken-
ing moderate Arab leaders.

On Saturday, Ms. Rice blamed in-
creased Hamas rocket fire for the
deaths in the Gaza Strip and didn’t di-
rectly call for Israel to suspend its
military actions.

In November 2007, Mr. Bush
hosted virtually all Middle East lead-
ers to kick start a new round of Arab-
Israeli peace talks, which Ms. Rice
has directly brokered. They hoped to
reach a comprehensive agreement be-
fore Mr. Bush leaves office. The
White House now acknowledges that
won’t be possible.

The polarized environment could
significantly limit Mr. Obama’s abil-
ity to stabilize the Mideast, no mat-
ter how aggressively he engages the
Israelis and Palestinians, said the
current and former diplomats.

Egyptian protesters burn an Israeli flag Sunday during a demonstration outside
Cairo university against the Israeli attacks on Hamas locations in Gaza.

Smoke rises following an Israeli air strike in the Gaza Strip on Sunday, the second
successive day of strikes on Hamas locations in Gaza.

Barack Obama
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By Brenda Cronin

Many American workers idled by
the 1.9 million layoffs this year are
trying to re-enter a shrinking pool
of jobs. It won’t be easy for them.

Thereare3.3unemployedindividu-
als available for every vacancy—a ra-

tio that likely will
worsen as the reces-
sion deepens. Re-
search suggests that
workers let go dur-

ing a recession face job hunts that last
atleastfourmonths,andwhentheydo
find work, they accept a 20% to 30%
paycut, on average.

Unemployment insurance is cush-
ioning the blow for some workers, but
many states’ reserves are dwindling.
The unemployment-insurance pro-
gramwasdesignedin1935,whenmost
layoffs were temporary and full-time
workers tended to keep jobs for de-
cades. The program was never meant
to sustain the rigors of today’s reces-
sion.SinceJune,Congresstwicehasau-
thorized extensions of the 26 weeks of
benefits, tacking on additional weeks
instates withhigh unemployment.

Downturns tend to winnow jobs
that would have hung on longer in
flush times. For many workers, this
rapidshakeout“willplausiblyleadto
a kind of downward mobility,” said
David Autor, a Massachusetts Insti-
tute of Technology economist. To
climb back to their former wage
level, some workers must not only
find another job but also retrain for a
new occupation.

They generally won’t find that
help at the almost 3,000 “One Stop”
career centers run by states and mu-
nicipalities. Rather than vocational
and technical training, the centers
provide career counseling, access to
computers and job listings. Some
have classes in office skills and En-
glish as a Second Language.

“Essentially what we have now is
job-search assistance, which has
beenfound to be effective, especially
for workers who haven’t prepared a
résuméorhaven’tgoneonajobinter-
view in many years,” said Alan Krue-
ger, an economist at Princeton Uni-
versity.

Community colleges do a consid-
erable amount of vocational train-
ing, through courses that lead to cer-
tifications for positions such as
paralegal, medical-office clerk or
computer-network technician. For
the past four years, the U.S. Depart-
ment of Labor has awarded $125 mil-
lion annually in Community-Based
Job Training Grants, most of which
goes to community colleges.

Unions also play a role, working
with companies to create retraining
programs. However, “the challenge
is, ‘training for what?’ ” said Jane
McDonald of the AFL-CIO. “We
don’t want to make federal invest-
ments in training programs for low-
wage…jobs. We want those training
programs to lead to good jobs.”

Enrolling in a one- or two-year
certification program isn’t an op-
tion for job seekers who need to find
work quickly. Tuition also is a hur-
dle for some newly laid-off workers,
whose recent earnings make them
ineligible for Pell grants or other
forms of financial aid. In addition,
while many schools offer placement
assistance, they can’t guarantee ev-
ery student a job in the field for

which he or she has just prepared.
Confronted with the choice of

training for a future job or returning
to work right away—even at a lower
wage—many individuals are signing
onwithtemporary-helpfirms.Forde-
cades, staffing companies were seen
bymanyasrepositoriesfordead-end
jobs. That perception has changed as
firms have expanded their portfolios
to include higher-paying positions,
many in specialized services such as
health care, law and accounting.

“Temporary” is a relative term in
staffing. In 2001, Agapito Soto, an Irv-
ine, Calif., information-technology
consultant, signed on with Sapphire
Technologies,atempagencythatspe-
cializesinhigh-techwork.Theagency
placedthe55-year-oldMr.Sotoinafull-
timeslotwiththeOrangeCountySher-
iff’s Department, which continues to
this day. Mr. Soto says he has notched

on-the-job learning in his seven years
at the Sheriff’s Department.

He has even passed up perma-
nent jobs that would match his sal-
ary because he figures those posi-
tions would be vulnerable to cuts
that don’t affect temps. “With the
current climate, employers are look-
ing at spending less,” he said.
“There is no employer-employee loy-
alty and vice versa.”

Many companies use staffing
firms to screen applicants, trying
out several workers in succession
and then offering a permanent job
to one. About 60% of temps who
sign on with Manpower Inc., one of
the nation’s largest staffing agen-
cies, get a permanent assignment
through the company, said Chair-
man Jeffrey Joerres.

Most large staffing firms provide
temporary workers benefits such as

health insurance and vacation pay.
They also offer a form of training
throughonlineandclassroomcourses
on computer skills, project manage-
mentandothersubjects.Ina2006sur-
vey by the American Staffing Associa-
tion, more than 88% of the roughly
13,000 current and former temporary
workers polled said their stints as
temps—with firms that are members
of the trade association—made them
more employable. Twenty percent of
all workers surveyed said they im-
proved their skills with training pro-
videdby the staffing firm.

But there are limits to what a
short-term job can provide. While
temp workers may be the first to be
hired when business heats up, they
are also the first let go when it
slows. Manpower itself ran into trou-
ble recently and lowered its fourth-
quarter-earnings estimate because

of a drop in demand for temps. Em-
ployment at temporary-help agen-
cies in November fell 15.4% from a
year earlier to 2.2 million, accord-
ing to the Bureau of Labor Statis-
tics. That’s far steeper than the 1.3%
decline across the economy.

Overhauling unemployment and
trainingprogramsintoacomprehen-
sive and reliable whole will be a chal-
lenge for the incoming administra-
tion. President-elect Barack Obama
backed the most recent extension of
unemployment benefits, in mid-No-
vember,andsaidhiseconomicstimu-
lus package will be the administra-
tion’s top priority.Thepackage’s em-
phasisoncreatingjobsthroughinfra-
structure projects evokes New Deal-
era programs. Some of those pro-
grams included not career counsel-
ing but training workers—an aspect
ready for revival.

In U.S., retraining of workers falls short
Job search, not skills,
are often the focus
of career services
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Praying for bankers’ souls keeps rent low
Tenants supplicate
so they can stay
in German enclave

By Mike Esterl

Augsburg, Germany

E
VERY DAY, retired florist
Rita Wunderle prays for
the souls of bankers.

Despite daily head-
lines about banker-

fueled economic crisis and an al-
leged $50 billion Ponzi scheme, her
145 neighbors pray, too.

Mrs. Wunderle lives in the Fug-
gerei, a Roman Catholic housing set-
tlement for the poor that Jakob Fug-
ger “The Rich” built in this southern
German city nearly 500 years ago.
Praying for Mr. Fugger and his de-
scendants to enter the Pearly Gates
is a condition for living here, at an
annual rent of 1 Rhein guilder, the
same as in 1520. In today’s money,
that’s 88 euro cents, or about $1.23.

Jakob the Rich was Wall Street
long before it existed. He minted
coins for the Vatican, bank-
rolled the Holy Roman Em-
pire and helped steer Eu-
rope’s spice trade in the
early 16th century to be-
come one of the wealthiest
and most powerful finan-
ciers in history. He left more
than seven tons of gold to
his successors—and a good
deed.

Much of the Fugger busi-
ness empire crumbled over
the next 150 years, battered
by wars and soured credits.
But the walled Fuggerei,
with its picturesque lanes
and seven gates in the heart
of this onetime European
banking capital, still stands.

As in medieval times, the
Fuggerei enclave is locked at

night. Residents take turns man-
ning the gatehouse to open up for
late stragglers and fine them (be-
tween 50 cents and a euro, depend-
ing on the hour).

They promise to say three
prayers—the Lord’s Prayer, Hail
Mary and the Apostles’ Creed—
each day to boost the celestial ambi-
tions of the Fuggers. To remind
them, the family built a church in-
side the entrance gate.

“I don’t exactly have the best
thoughts when it comes to bank-
ers,” says Mrs. Wunderle. She came
to the Fuggerei with her husband
last year after a bank told them they
had to leave their rented home and
flower shop because of a change in
ownership.

The Fuggers, though, are an ex-
ception for whom she says she
prays heartily, though not on her
knees. “Lots of people have bad
knees here,” explains Mrs.
Wunderle, 71 years old.

“Sometimes I forget to pray. But
some days I pray extra if there’s
nothing good on television,” says
74-year-old Barbara Jerger. She ar-
rived at the Fuggerei nearly a de-

cade ago, having left Romania in
1990 and having worked in Germany
for a time as a cleaning lady.

Every 500- to 700-square-foot
apartment hasitsown entrance lead-
ing to a lane or a courtyard, giving it
the feel of a house. The buildings are
pretty, the architecture elaborate.
The handles on the iron doorbells
have different shapes such as a clo-
verleaf and a pine cone—a holdover
from when there was less lighting
and residents needed help at night to
recognize their doors.

Many of the residents are wid-
ows without savings. They say their
meager pensions wouldn’t get them
through the month if they had to
pay several hundred euros in rent.

Jakob the Rich hailed from a
weaver-turned-merchant family
that was already wealthy by the time
he was born in 1459. He built an even
bigger fortune running a silver-min-
ing operation and a major trade
route to Venice. He also turned to in-
vestment banking and was wildly
successful, securing the Vatican as a
client and financing a trade expedi-
tion to India.

By the early 16th century, he had

become the chief financial backer of
the Habsburg family, whose mem-
bers sat on thrones across Europe.
He bankrolled the election of
Spain’s King Charles V as Emperor
of the Holy Roman Empire in 1519.
The connections were
good for business. The
wheeler-dealer from once-
sleepy Augsburg was re-
puted to be the richest man
in Europe.

Financial success
brought Jakob the Rich crit-
ics, not the least of them
Martin Luther, the Protes-
tant reformer. Luther point-
edly asked whether it was
God’s will that so much
wealth and influence be
concentrated in one per-
son. At the time, many people be-
lieved that simply charging interest
constituted immoral “usury.”

So around 1520, the controversial
bankerset upa charitabletrust in the
name of Augsburg’s local St. Ulrich.
Jakob Fugger allocated a bit more
than 10,000 guilders in start-up
money—a sliver of his fortune—to
build a settlement for the indigent.

Within a few years, 52 houses
with 106apartment units had
been constructed. A steady
stream of out-of-luck paint-
ers, printers and other labor-
ers began passing through
the Fuggerei’s gates with
their families.

Franz Mozart, a brick-
layer and the great-grandfa-
ther of the composer Wolf-
gang Amadeus Mozart, lived
here in the late 17th century.

The Fuggers still own sev-
eral castles and other busi-
nesses, including a residual
stake in a small private bank
that carries the family
name. But they aren’t nearly
as rich as they once were. Af-
ter reaching its zenith in the
mid-16th century, the Fug-

ger banking empire was under-
mined by wars and the repeated
bankruptcies of the Spanish state.

The charitable trust, however,
has been careful in its investments.
Most revenue for the upkeep of the

Fuggerei comes from old
forestry holdings, which be-
came a staple investment
for the Fuggers in the late
17th century after they got
burned on higher-yielding
but riskier financing ven-
tures.

Over the past 200 years,
the trust’s annual returns
after inflation have ranged
from 2% in a good year to
0.5% in a bad year, esti-
mates Wolf-Dietrich Graf
von Hundt, the administra-

tor. The trust also has a few local
real-estate holdings but no expo-
sure to U.S. subprime mortgages,
Icelandic savings accounts or New
York investment funds that have un-
done other charities.

Renovations are slow. Some
apartments still don’t have central
heating or showers. But there was
enough money to repair the Fug-
gerei after marauding Swedish
troops and their horses took up tem-
porary residence in the 17th century,
and after Allied bombing raids dam-
aged most of the buildings in World
War II.

The lesson isn’t lost on Alexander
Fugger-Babenhausen, a descendant
of Jakob the Rich. He expects soon to
replace his father—Prince Hubertus
Fugger-Babenhausen—on the Fug-
gerei trust’s board. The 27-year-old
Harvard graduate recently returned
to Augsburg after stints in London
withMorganStanley and private-eq-
uity firm TPG. He says he lost a small
bundle on Washington Mutual
shares along the way. The recent fi-
nancial meltdown has been “a good
reality check,” says the younger Mr.
Fugger-Babenhausen.“I’mnot think-
ing I can reinvent the wheel.”

When office gifts
become too personal
WSJ.com/Juggle
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Detroit’s 2009 car show is shaping up as a
dreary affair as pinched manufacturers
scale back on exhibits and parties. Page 6

U.S. military finds an
unlikely adviser in
humanitarian. Page 28

By Keith J. Winstein

A prominent anti-aging re-
searcher quit the scientific advi-
sory board of a dietary-supplement
maker after spending six months
helping to promote a syrup that
hints at extending life.

Since August, David Sinclair, a
professor at Harvard Medical
School, lent his support to a Shak-
lee Corp. drink called the Vivix Cellu-
lar Anti-Aging Tonic, touted as “the
world’s best anti-aging supple-
ment.”

Following questions by The
Wall Street Journal about his seem-
ing endorsement of the product,
Dr. Sinclair resigned from the
board earlier this month and now
says his name has been misused in
connection with Vivix, which con-

tains the antioxidant resveratrol.
Shaklee, based in Pleasanton, Ca-
lif., disputes this and says he ap-
proved all uses of his name in its ad-
vertising material.

Dr. Sinclair’s resignation ends a
short period in which Shaklee’s anti-
aging syrup could claim the backing
of a prominent medical-school re-
searcher. Few makers of dietary sup-
plements have such an ally.

Dr. Sinclair remains co-chief ad-
viser to Sirtris Pharmaceuticals,
now a division of GlaxoSmithKline
PLC, which is also studying resvera-
trol for use as a drug. Dr. Sinclair re-
ceived more than $8 million when
Glaxo acquired Sirtris and the com-
pany pays him $297,000 a year as a
consultant. A Glaxo spokeswoman
declined to discuss Dr. Sinclair or
his association with Shaklee.

Shaklee’s grape-tasting Vivix

concentrate costs $100 for 30 tea-
spoons, a month’s supply. It’s made
of resveratrol, a chemical found in
red wine, and other grape extracts.
Many supplement companies hawk
products that contain the antioxi-
dant, but so far resveratrol has
been proved to show benefits only
in mice, not people.

“How would you like to feel 25
years younger and live 25 years
longer?” asksShaklee on its Web site.

While Shaklee says the question
is rhetorical, such suggestions lack
scientific support, some research-
ers say. “I don’t think there’s any
data that resveratrol is going to be
beneficial for slowing aging…in
people,” said Matthew Kaeberlein,
a University of Washington patholo-
gist and former labmate of Dr. Sin-
clair’s at the Massachusetts Insti-
tute of Technology.

Roger Barnett, Shaklee’s chief ex-
ecutive, says the company doesn’t
claim that Vivix extends life—only
that it affects certain processes in-
side the body’s cells. The 25-years
phrase is “just a question to engage
people in a dialogue,” he says.

In obtaining the backing of Dr.
Sinclair this summer, Shaklee
scored a coup. Dr. Sinclair knows res-
veratrol; in 2006, he led a study
showing the molecule could coun-
teract the ill effects of overfeeding
laboratory mice. One notable bene-
fit: resveratrol let overweight mice
live about 114 weeks on average,
compared with 102 weeks without
the chemical.

In August, Dr. Sinclair joined
Shaklee’s Scientific Advisory
Board, a paid position, and enthusi-
astically introduced Vivix to the
company’s sales force in New Or-

leans. He joined Shaklee’s chief doc-
tor in a joint radio appearance, and
his picture and name are often used
on Vivix sales sites run by Shaklee’s
salespeople.

Shaklee declined to say how
much it paid Dr. Sinclair to be on
the advisory board. Both sides say
he didn’t receive Vivix royalties.

Dr. Sinclair—who has a Ph.D. in
biochemistry and molecular genet-
ics but isn’t a medical doctor—now
says he was misinterpreted. “I have
submitted my resignation to Shak-
lee and exercised my right to termi-
nate my agreement,” he wrote in an
e-mailed response to questions.
“This decision was prompted in sig-
nificant part by my recent realiza-
tion as to how my association with
Shaklee and my research have been
used contrary to the intents and

Please turn to page 28

Harvard anti-aging researcher quits Shaklee panel

Magdalena Barbruck, 88, lives in the Fuggerei, a Roman Catholic housing settlement established by
Jakob Fugger to help the poor. Residents pay little rent and agree to pray for the Fuggers’ souls.

Jakob Fugger
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U.S. sales of the PlayStation3
videogame console fell 19% last month.

By Daisuke Wakabayashi

TOKYO—For most of this year,
Sony Corp.’s PlayStation 3 video-
game console seemed finally to be
taking off after a slow start. The
PS3, trailing Nintendo Co.’s Wii and
Microsoft Corp.’s Xbox 360 con-
soles, was closing in on the No. 2
Xbox 360, with a new games and
quarterly sales growth at twice the
speed of last year.

But early results from this holi-
day season aren’t promising. U.S.
sales of the PS3 fell 19% last month
from a year earlier, while sales dou-
bled for the Wii console and rose 8%
for the Xbox 360, according to re-
search firm NPD. Analysts say they
expect PS3 sales for this month to
be flat or lower than last year, while
sales for its rivals are likely to rise.
And Sony may not reach its goal of
selling 10 million PS3 consoles in
the fiscal year through March, ana-
lysts say.

The sales decline is a heavy blow

to Sony, which was banking on the
videogame division to provide a sil-
ver lining as its core electronics
business is hit by the global eco-
nomic downturn. Sony in May fore-
cast that its games division would
turn a profit this fiscal year after
two years of losses since launching
the PS3 in 2006. Meanwhile, poor
sales of television sets and digital
cameras are forcing the company
to lay off thousands of staff and
close factories.

Sony’s strategy of selling a pricey
game machine with advanced fea-
tures and cutting-edge components
appears to be backfiring as a deepen-
ing recession has U.S. consumers
more price sensitive than ever.

If Sony doesn’t close the gap with
its rivals, it could risk making the
PS3 an afterthought to game publish-
ers, who focus most of their re-
sources on the machines with the
most users. At the end of September,
the Wii had a wide lead with nearly
35 million units sold since its launch

in 2006 compared with about 22 mil-
lion Xbox 360 consoles and 17 mil-
lion PS3 machines. Nintendo last
month sold 2 million Wii machines
in the U.S., while Microsoft sold
836,000 Xbox 360s and Sony sold
378,000 PS3s, according to NPD.

Sony said earlier this month that
it was happy with the “strong mo-
mentum” of the PS3 and focused on
the machine’s 60% rise in the year-to-
date sales. A spokesman at Sony’s
game division declines to comment
further, saying it is working hard to
close the quarter strong.

A key factor behind the dip in
sales may be the PS3’s high price. At
$399, the entry-level PS3 model
costs at least $150 more than the Wii
or the least expensive Xbox 360.
Sony emphasizes that the PS3
comes with a Blu-ray high-defini-
tion video player and an 80-gigabyte
hard drive, features not available
with the Wii or Xbox 360.

Part of Sony’s strategy hinged on
selling the PS3 as a relatively inex-

pensive Blu-ray player. But prices of
Blu-ray players have fallen so
sharply recently—new players are
available for less than $200—that
it’s possible to buy a Blu-ray player
and an Xbox 360 for less a PS3.

Industry watchers say they were
surprised Sony didn’t cut PS3 prices
to boost sales before the holidays.
One reason may be Sony Chief Execu-
tive Howard Stringer’s commitment
to making the games division profit-
able after heavy investment in the
PS3 machine. Console makers hope
to eventually recoup development
investment with game sales and pro-
duction cost reductions.

“With Stringer saying, ‘We will
be profitable,’ you can’t cut price,”
says Michael Pachter, a research ana-
lyst at Wedbush Morgan Securities
in Los Angeles. He expects Sony to
cut prices at the start of its new fis-
cal year in April, which could help
boost sales.

Sony also is suffering from a lack
of attractive titles that are exclusive

to the PS3. Microsoft has hit the jack-
pot with two action-adventure game
franchises, Halo and Gears of War,
which are only available on the Xbox
360. Most of Nintendo’s top games
are made in house and playable only
on the Wii.

Exxon could gain from emissions work
Technology for capturing and storing greenhouse gas puts oil giant in unusual favor with environmentalists

Technology at Exxon Mobil’s La Barge, Wyo., facility strips carbon dioxide from
natural-gas wells and reinjects the greenhouse gas underground.

Sony is dealt a blow as PS3 sales hit a wall

A
ss

oc
ia

te
d 

Pr
es

s

By Russell Gold

While Exxon Mobil Corp. has
been among the most vocal skep-
tics of man-made causes of cli-
mate change, the company has
spent the last two decades forging
an expertise in one of the key tech-
nologies to combat the problem:
capturing and storing carbon-diox-
ide emissions.

Since the 1980s, an Exxon natu-
ral-gas processing plant in Wyo-
ming has been doing just what
many environmentalists say needs
to happen on a global scale: captur-
ing carbon dioxide and storing it
underground instead of venting it
into the air. Indeed, Exxon’s La
Barge, Wyo., facility, for years has
captured more carbon dioxide—
the most abundant greenhouse
gas—than any other facility in
North America.

Now Exxon, at the insistence of
state officials, is spending $70 mil-
lion to expand by 50% the plant’s ca-
pacity to capture carbon dioxide,
brought to the surface along with
the natural gas. The plant separates
the natural gas from impurities.
And the Texas oil giant is spending
an additional $100 million to test
new technology to make it easier
and less expensive to strip carbon
dioxide out of the natural gas.

Both investments could secure a
place for Exxon in the emerging mar-
ketplace aimed at lowering emis-
sions of greenhouse gases into the
atmosphere. There is also a grow-
ing market for carbon dioxide itself,
because it helps produce more fos-
sil fuels.

Carbon dioxide is a key tool in
the growing work of rejuvenating
worn-out oil fields. The gas is
pumped into old reservoirs and
helps the remaining oil flow out.

Much of the carbon dioxide wor-
rying environmental regulators
comes from burning fossil fuels,
which is why coal-fired power
plants and automobiles are major
emitters. But the global hunt for nat-
ural gas to heat homes and generate
electricity also contributes.

About one-third of the world’s

natural-gas reserves are mixed with
high levels of carbon dioxide, ac-
cording to Exxon Mobil. That means
producing more natural gas will
lead to even more carbon dioxide be-
ing vented into the air. In Exxon’s
natural-gas fields near La Barge,
about 65% of the gaseous mixture
from the wells is carbon dioxide.
Natural gas is only 22%.

Wyoming officials have urged
Exxon for years to capture more car-
bon dioxide. “In a world that is very
concerned about too much carbon
dioxide, we are actually carbon diox-
ide short. We could use a lot more
carbon dioxide right now,” says Rob
Hurless, energy adviser to Wyo-
ming Gov. Dave Freudenthal.

Exxon’s carbon-dioxide efforts
have earned the company grudging
respect from environmentalists.

“Certainly, Exxon isn’t usually
thought of as being in the forefront
of environmental progress,” says A.
Scott Anderson, a senior policy ad-
viser with the Environmental De-
fense Fund, “but the fact is they are
deeply involved in carbon capture
and storage technology.”

Exxon has recently turned a cor-
ner in its views on global warming.
The company, which once funded a

think tank that argued carbon-diox-
ide emissions were helpful to hu-
man life, today acknowledges that
burning fossil fuels is a significant
source of greenhouse-gas emis-
sions and increases the risks of cli-
mate change—although it remains
unsure about the exact role of hu-
man activity in global warming.

Exxon currently captures about
four million metric tons a year of
carbon dioxide at La Barge, the
equivalent of tailpipe emissions
from 600,000 cars. The plant’s ex-
pansion, scheduled to be completed
in 2010, will increase that to six mil-
lion tons a year.

Exxon spokesman Len D’Eramo
said the company’s goal is “to safely
and efficiently extract additional
CO2 for sales as market conditions
warrant. La Barge CO2 has been ex-
tensively utilized by producers in
Colorado and Wyoming.”

Outside of the Rockies, oil pro-
ducers in West Texas also are using
carbon dioxide to boost recovery in
the Permian Basin’s aging fields. A
new $1.1 billion natural-gas-process-
ing plant in West Texas scheduled
for start-up in 2010 will capture
about 13.5 million metric tons of car-
bon dioxide a year—twice as much

as the expanded La Barge facility—
according to SandRidge Energy
Inc., which is developing the project
with Occidental Petroleum Corp.

None of the companies would dis-
close the price at which carbon diox-
ide is sold.

More carbon dioxide for use in
old oil fields could be a boon for oil
production. A 2006 report to the
U.S. Energy Department, by indus-
try consultants Advanced Re-
sources International, noted that
with enough carbon dioxide 210 bil-
lion additional barrels could be re-
covered from worn-out U.S. oil
fields—enough oil to satisfy U.S.
consumption for 29 years.

As an added bonus, the same
rock formations that trapped oil for
thousands of years can be used to
store the carbon dioxide.

About half of the carbon dioxide
that Exxon Mobil pulls from the
ground at La Barge is captured and
then sold. The other half is vented
into the atmosphere, according to
state records, one reason Wyoming

officials insisted that the plant’s ca-
pacity to capture carbon dioxide be
expanded. After the expansion,
about 75% of the carbon dioxide will
be captured.

The demand for carbon dioxide
for enhanced oil recovery far out-
strips current supply, says Michael
Moore, executive director of the
North American Carbon Capture
and Storage Association. Future
projects to capture carbon dioxide
emitted by industrial facilities or
power plants could increase the
supply of gas to be injected into oil
reservoirs.

Plano, Texas-based oil company
Denbury Resources Inc., is plan-
ning to build a large pipeline from
Mississippi to Texas to transport
carbon dioxide that it can inject into
the historic Hastings oil field, which
has been producing since 1935. The
company would tap into a large nat-
ural source of carbon dioxide in Mis-
sissippi, and is negotiating with in-
dustrial plants along the pipeline
route to acquire more captured gas.

CORPORATE NEWS
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.72% 9 World -a % % 166.84 0.51% –44.7% 5.77% 10 U.S. Select Dividend -b % % 563.03 0.68% –33.8%

3.12% 11 Global Dow 994.90 –0.09% –44.5% 1484.90 0.39% –47.0% 4.87% 12 Infrastructure 1164.90 –0.10% –37.1% 1560.83 0.38% –39.9%

4.60% 8 Stoxx 600 192.40 % –47.2% 201.00 % –49.8% 2.68% 4 Luxury 582.40 –0.15% –46.7% 693.93 0.34% –49.1%

4.69% 8 Stoxx Large 200 210.00 % –46.8% 218.23 % –49.4% 9.98% 8 BRIC 50 231.90 –1.84% –57.9% 310.69 –1.36% –59.8%

3.94% 9 Stoxx Mid 200 163.90 % –48.4% 170.31 % –51.0% 3.73% 3 Africa 50 562.60 –0.56% –49.6% 501.82 –0.08% –51.9%

4.49% 8 Stoxx Small 200 98.40 % –51.5% 102.21 % –53.9% 6.83% 5 GCC % % 1379.41 0.02% –49.3%

4.75% 8 Euro Stoxx 216.70 % –47.8% 226.32 % –50.4% 4.51% 9 Sustainability 630.60 –0.13% –43.8% 748.29 0.35% –46.3%

4.83% 8 Euro Stoxx Large 200 234.40 % –47.8% 243.37 % –50.4% 2.97% 10 Islamic Market -a % % 1428.96 0.46% –41.2%

4.15% 9 Euro Stoxx Mid 200 190.10 % –47.2% 197.24 % –49.8% 3.28% 9 Islamic Market 100 1408.10 –0.06% –33.0% 1693.58 0.42% –36.0%

4.90% 8 Euro Stoxx Small 200 112.70 % –49.0% 116.93 % –51.5% 6.68% 5 Islamic Turkey -c % % % %

9.00% 5 Stoxx Select Dividend 30 1126.40 % –62.1% 1348.25 % –64.0% 2.95% 10 Wilshire 5000 % % 8769.35 0.66% –41.2%

6.92% 7 Euro Stoxx Select Div 30 1327.90 % –58.6% 1595.54 % –60.6% % DJ-AIG Commodity 110.30 0.98% –36.3% 112.57 1.47% –39.1%

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

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

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

Australia 1.4672 2.1579 1.3716 0.1834 0.0505 0.2041 0.0162 0.3818 2.0621 0.2767 1.2017 ...

 Canada 1.2210 1.7957 1.1414 0.1526 0.0421 0.1699 0.0135 0.3177 1.7161 0.2303 ... 0.8322

 Denmark 5.3022 7.7979 4.9565 0.6627 0.1827 0.7376 0.0585 1.3797 7.4520 ... 4.3425 3.6137

 Euro 0.7115 1.0464 0.6651 0.0889 0.0245 0.0990 0.0078 0.1851 ... 0.1342 0.5827 0.4849

 Israel 3.8430 5.6519 3.5924 0.4803 0.1324 0.5346 0.0424 ... 5.4011 0.7248 3.1474 2.6192

 Japan 90.6450 133.3116 84.7348 11.3286 3.1228 12.6106 ... 23.5870 127.3970 17.0957 74.2383 61.7791

 Norway 7.1880 10.5714 6.7193 0.8983 0.2476 ... 0.0793 1.8704 10.1024 1.3557 5.8870 4.8990

 Russia 29.0267 42.6896 27.1341 3.6277 ... 4.0382 0.3202 7.5531 40.7956 5.4745 23.7729 19.7831

 Sweden 8.0014 11.7677 7.4797 ... 0.2757 1.1132 0.0883 2.0821 11.2456 1.5091 6.5532 5.4534

 Switzerland 1.0698 1.5733 ... 0.1337 0.0369 0.1488 0.0118 0.2784 1.5035 0.2018 0.8761 0.7291

 U.K. 0.6799 ... 0.6356 0.0850 0.0234 0.0946 0.0075 0.1769 0.9556 0.1282 0.5569 0.4634

 U.S. ... 1.4707 0.9348 0.1250 0.0345 0.1391 0.0110 0.2602 1.4054 0.1886 0.8190 0.6816

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe *Data as of 12/24/08.

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

Corn (cents/bu.) CBOT 412.25 14.25 3.58% 816.00 305.50
Soybeans (cents/bu.) CBOT 956.50 37.50 4.08 1,653.50 779.25
Wheat (cents/bu.) CBOT 599.25 17.00 2.92 1,275.00 471.00
Live cattle (cents/lb.) CME 86.100 –2.225 –2.52% 117.650 80.600
Cocoa ($/ton) ICE-US 2,626 unch. unch. 3,228 1,884
Coffee (cents/lb.) ICE-US 108.40 0.35 0.32 181.60 102.15
Sugar (cents/lb.) ICE-US 10.98 –0.04 –0.36 15.85 9.89
Cotton (cents/lb.) ICE-US 46.18 –0.18 –0.39 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,590.00 31 1.99 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,783 –49 –2.67 1,840 992
Robusta coffee ($/ton) LIFFE 1,800 10 0.56 2,747 1,580

Copper (cents/lb.) COMEX 130.35 2.95 2.32 398.40 125.50
Gold ($/troy oz.) COMEX 871.20 23.20 2.74 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1053.00 18.00 1.74 2,122.50 851.00
Aluminum ($/ton)* LME 1,538.00 –11.50 –0.74 3,340.00 1,463.50
Tin ($/ton)* LME 9,850.00 50.00 0.51 25,450 9,800
Copper ($/ton)* LME 2,815.00 –55.00 –1.92 8,811.00 2,815.00
Lead ($/ton)* LME 875.00 –25.00 –2.78 3,460.00 875.00
Zinc ($/ton)* LME 1,144.00 –20.50 –1.76 2,840.00 1,065.00
Nickel ($/ton)* LME 9,600 –300 –3.03 33,600 9,000

Crude oil ($/bbl.) NYMEX 37.71 2.36 6.68 148.17 35.13
Heating oil ($/gal.) NYMEX 1.2680 0.0469 3.84 4.3140 1.2136
RBOB gasoline ($/gal.) NYMEX 0.8830 0.0483 5.79 3.6000 0.8260
Natural gas ($/mmBtu) NYMEX 5.847 –0.097 –1.63 14.169 4.820
Brent crude ($/bbl.) ICE-EU 52.16 2.08 4.15 149.27 49.87
Gas oil ($/ton) ICE-EU 499.75 –4.25 –0.84 1,338.00 0.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Dec. 26
Per In

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

Argentina peso-a 4.8362 0.2068 3.4410 0.2906

Brazil real 3.3393 0.2995 2.3760 0.4209
Canada dollar 1.7161 0.5827 1.2210 0.8190

1-mo. forward 1.7168 0.5825 1.2215 0.8186
3-mos. forward 1.7156 0.5829 1.2207 0.8192
6-mos. forward 1.7131 0.5837 1.2189 0.8204

Chile peso 882.69 0.001133 628.05 0.001592
Colombia peso 3104.64 0.0003221 2209.00 0.0004527
Ecuador US dollar-f 1.4054 0.7115 1 1
Mexico peso-a 18.7610 0.0533 13.3488 0.0749
Peru sol 4.4230 0.2261 3.1470 0.3178
Uruguay peso-e 34.293 0.0292 24.400 0.0410
U.S. dollar 1.4054 0.7115 1 1
Venezuela bolivar 3.02 0.331354 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0621 0.4849 1.4672 0.6816
China yuan 9.6151 0.1040 6.8413 0.1462
Hong Kong dollar 10.8927 0.0918 7.7504 0.1290
India rupee 68.0730 0.0147 48.4350 0.0206
Indonesia rupiah 15600 0.0000641 11100 0.0000901
Japan yen 127.40 0.007849 90.65 0.011032

1-mo. forward 127.34 0.007853 90.60 0.011037
3-mos. forward 127.14 0.007865 90.46 0.011054
6-mos. forward 126.81 0.007886 90.23 0.011083

Malaysia ringgit-c 4.8910 0.2045 3.4800 0.2874
New Zealand dollar 2.4398 0.4099 1.7360 0.5761
Pakistan rupee 110.539 0.0090 78.650 0.0127
Philippines peso 66.899 0.0149 47.600 0.0210
Singapore dollar 2.0364 0.4911 1.4489 0.6902
South Korea won 1826.45 0.0005475 1299.55 0.0007695
Taiwan dollar 46.390 0.02156 33.007 0.03030
Thailand baht 49.149 0.02035 34.970 0.02860

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

Euro zone euro 1 1 0.7115 1.4054
1-mo. forward 1.0009 0.9991 0.7122 1.4041
3-mos. forward 1.0023 0.9977 0.7132 1.4022
6-mos. forward 1.0040 0.9960 0.7144 1.3998

Czech Rep. koruna-b 26.428 0.0378 18.804 0.0532
Denmark krone 7.4520 0.1342 5.3022 0.1886
Hungary forint 267.39 0.003740 190.26 0.005256
Norway krone 10.1024 0.0990 7.1880 0.1391
Poland zloty 4.1256 0.2424 2.9355 0.3407
Russia ruble-d 40.796 0.02451 29.027 0.03445
Slovak Rep. koruna 30.1877 0.03313 21.4790 0.04656
Sweden krona 11.2456 0.0889 8.0014 0.1250
Switzerland franc 1.5035 0.6651 1.0698 0.9348

1-mo. forward 1.5025 0.6655 1.0691 0.9354
3-mos. forward 1.4998 0.6667 1.0671 0.9371
6-mos. forward 1.4945 0.6691 1.0634 0.9404

Turkey lira 2.1196 0.4718 1.5082 0.6631
U.K. pound 0.9556 1.0464 0.6799 1.4707

1-mo. forward 0.9564 1.0455 0.6805 1.4695
3-mos. forward 0.9570 1.0449 0.6810 1.4685
6-mos. forward 0.9569 1.0451 0.6808 1.4688

MIDDLE EAST/AFRICA
Bahrain dinar 0.5298 1.8876 0.3769 2.6529
Egypt pound-a 7.7686 0.1287 5.5275 0.1809
Israel shekel 5.4011 0.1851 3.8430 0.2602
Jordan dinar 0.9947 1.0053 0.7078 1.4129
Kuwait dinar 0.3880 2.5775 0.2761 3.6225
Lebanon pound 2118.72 0.0004720 1507.50 0.0006634
Saudi Arabia riyal 5.2743 0.1896 3.7528 0.2665
South Africa rand 13.6715 0.0731 9.7275 0.1028
United Arab dirham 5.1624 0.1937 3.6731 0.2722

SDR -f 0.9105 1.0983 0.6478 1.5436

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

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

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

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

 8 EUROPE DJ Stoxx 600** 192.42 –0.63 –0.33% –47.2% –47.3%

 8 DJ Stoxx 50** 2009.08 –6.08 –0.30 –45.5% –45.6%

 8 Euro Zone DJ Euro Stoxx** 216.66 –0.52 –0.24 –47.8% –47.7%

 9 DJ Euro Stoxx 50** 2377.42 –4.72 –0.20 –46.0% –45.8%

 5 Austria ATX 1725.89 Closed% –61.5%

 6 Belgium Bel-20** 1846.63 –16.76 –0.90 –55.3% –55.4%

 7 Czech Republic PX 846.8 Closed –53.3% –52.1%

 9 Denmark OMX Copenhagen 225.04 Closed –49.9% –49.7%

 8 Finland OMX Helsinki 5276.84 Closed –54.5% –54.6%

 7 France CAC-40** 3116.21 –12.20 –0.39 –44.5% –44.5%

 10 Germany DAX 4629.38 Closed –42.6% –42.2%

 … Hungary BUX 12404.95 Closed –52.7% –52.4%

 2 Ireland ISEQ** 2337.12 –10.77 –0.46 –66.3% –66.5%

 6 Italy S&P/MIB 19142 Closed –50.4% –49.9%

 4 Netherlands AEX** 241.90 –2.60 –1.06 –53.1% –53.1%

 6 Norway All-Shares 258.52 Closed –54.6% –53.5%

 17 Poland WIG 26776.29 Closed –51.9% –52.0%

 9 Portugal PSI 20** 6234.24 17.24 0.28% –52.1% –52.6%

 … Russia RTSI 644.47 –11.44 –1.7% –71.9% –71.9%

 7 Spain IBEX 35 9068.5 Closed –40.3% –40.7%

 15 Sweden OMX Stockholm 201.86 Closed –42.6% –42.4%

 11 Switzerland SMI 5399.58 Closed –36.4% –36.2%

 … Turkey ISE National 100 26498.96 439.82 1.69% –52.3% –52.4%

 8 U.K. FTSE 100** 4216.59 –39.39 –0.93 –34.7% –34.9%

 10 ASIA-PACIFIC DJ Asia-Pacific 91.32 0.57 0.63 –42.2% –41.6%

 … Australia SPX/ASX 200** 3582.2 50.8 1.44 –43.5% –43.4%

 … China CBN 600 15045.30 –63.59 –0.42 –63.7% –63.7%

 9 Hong Kong Hang Seng** 14184.14 –36.65 –0.26 –49.0% –49.6%

 10 India Sensex 9328.92 –239.80 –2.51 –54.0% –53.8%

 … Japan Nikkei Stock Average 8739.52 140.02 1.63 –42.9% –42.9%

 … Singapore Straits Times 1725.61 –11.38 –0.66 –50.2% –49.7%

 11 South Korea Kospi 1117.86 –10.65 –0.94 –41.1% –41.1%

 10 AMERICAS DJ Americas 217.90 1.25 0.58 –42.2% –42.6%

 … Brazil Bovespa 36864.13 393.35 1.08 –42.3% –42.3%

 12 Mexico IPC 22515.34 174.64 0.78 –23.8% –24.2%

*P/E ratios use trailing 12-months, as-reported earnings. **- Data as of Dec. 24, 2008.
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Dec. 26, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 10 ALL COUNTRY (AC) WORLD* 220.16 0.10%–45.4% –46.1%

3.90% 10 World (Developed Markets) 889.13 0.13%–44.0% –44.8%

3.50% 11 World ex-EMU 103.71 0.16%–42.7% –43.5%

3.70% 11 World ex-UK 891.94 0.14%–43.1% –43.8%

5.00% 8 EAFE 1,205.22 0.28%–46.5% –47.7%

4.30% 8 Emerging Markets (EM) 552.45 –0.22%–55.6% –55.5%

5.70% 8 EUROPE 67.33 0.00%–47.2% –47.9%

6.30% 7 EMU 139.16 0.00%–50.3% –50.7%

5.60% 8 Europe ex-UK 75.31 0.00%–46.0% –46.5%

7.90% 6 Europe Value 74.97 0.00%–50.5% –51.3%

3.60% 10 Europe Growth 58.76 0.00%–43.7% –44.5%

5.50% 7 Europe Small Cap 98.88 0.00%–54.1% –55.3%

4.40% 4 EM Europe 161.61 –1.76%–66.4% –65.2%

5.80% 6 UK 1,250.11 0.00%–34.9% –34.6%

5.60% 8 Nordic Countries 95.22 0.00%–53.8% –54.5%

3.40% 3 Russia 423.35 –3.10%–71.8% –70.5%

4.70% 10 South Africa 561.06 0.00%–21.3% –24.1%

5.20% 8 AC ASIA PACIFIC EX-JAPAN 239.34 –0.03%–54.8% –55.4%

2.80% 10 Japan 516.08 1.12%–45.1% –46.9%

3.50% 9 China 39.56 –0.00%–53.7% –55.7%

1.90% 9 India 365.58 0.00%–57.2% –54.3%

2.80% 7 Korea 309.22 0.00%–40.2% –40.2%

8.80% 7 Taiwan 166.02 –0.43%–50.3% –50.7%

3.00% 14 US BROAD MARKET 941.52 0.00%–41.0% –41.4%

2.50% 37 US Small Cap 1,171.99 0.00%–41.0% –41.5%

3.80% 8 EM LATIN AMERICA 2,029.34 0.00%–53.9% –53.3%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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U.S. retailers prepare for major changes
Business strategies
face likely revisions;
closings are expected

Stores’ holiday sales fall sharply

The good news for U.S. retailers
reeling from the holiday sales sea-
son is that 2008 is almost over. The
bad news: The fallout in 2009 could
be worse.

This year’s retailing slide—when
stores were forced to cut prices to
persuade wary consumers to spend—

promises to have a lasting impact
on the way the retail industry oper-
ates. Many retailers are rethinking
how they do business, as others pre-
pare for a large number of bank-
ruptcy filings and store closures.

The first retail casualty of the
weak holiday season could be
Goody’s Family Clothing Inc., an ap-
parel retailer in the Southeast. The
287-store chain emerged from bank-
ruptcy court in October but its holi-
day sales were below plan and fi-
nancing it was counting on didn’t
materialize, according to a person
familiar with the situation. The re-
tailer is negotiating with lenders to
avoid potential liquidation, say two
people familiar with the matter.

A representative for Goody’s was
unavailable to comment. But in Oc-
tober, Chief Executive Paul White
was upbeat about the retailer’s
prospects, saying “we are ener-
gized by the opportunity in front
of us and are focused on continu-
ing to fulfill the Goody’s mission.”

Other retailers are saying they
will trim inventory and reduce the
number of suppliers. That, in turn,
is likely to cause a ripple effect,
prompting weaker manufacturers,
small brands and underfunded fash-
ion labels to fail. New retail formats

and concepts stores are likely to be
curtailed in the coming year. And
luxury-goods makers already are
working to cut the long lead times
between orders and store delivery
as a way to reduce risk.

“We will have a lot fewer stores
by the middle of 2009,” says Nancy
Koehn, professor of business admin-
istration at Harvard Business
School. “It’s happening very, very
quickly because of the financial cri-
sis and the recession.”

There were exceptions to the
slump. Amazon.com Inc. said Friday
its holiday sales exceeded all prior
years. Still, analysts say online retail
as a whole is down slightly from the
year-earlier holiday season.

Retailers and their suppliers are
assessing the fallout to their indus-
try. They and other retail watchers
are forecasting big changes ahead:

n More bankruptcies: Corpo-
rate-turnaround experts and bank-
ruptcy lawyers are predicting a
wave of retailer bankruptcies early
next year, after being contacted by
retailers either preparing to file
for bankruptcy protection or
scrambling to avoid that fate.

Analysts estimate that from
about 10% to 26% of all retailers are
in financial distress and in danger of
filing for Chapter 11 under the U.S.
Bankruptcy Code. AlixPartners LLP,
a Michigan-based turnaround con-
sulting firm, estimates that about
25% of 182 large retailers it tracks
are at significant risk of filing for
bankruptcy or facing financial dis-
tress in 2009 or 2010. In the previous
two years, the firm had estimated 4%
to 7% of retailers then tracked were
at a high risk for filing. Retailers are
vulnerable to a recession because of
their high fixed costs. The most vul-
nerable retailers are those with debt
coming due, says AlixPartners Chief
Executive Fred Crawford.

Several turnaround experts
said retail lenders including Gen-
eral Electric Co.’s GE Capital, CIT
Group and Wachovia Corp. are dial-
ing back lending to retailers.

CIT, which lends money against
vendors’ receivables, recently with-
drew coverage for orders to Bon-
Ton Stores Inc., of York, Pa. Bon-
Ton spokeswoman Mary Kerr said,
“We are in the process of contact-
ing those affected vendors with

whom we have good relationships
in order to work directly with
them.” A CIT spokesman declined
to comment.

n Store closings: The Interna-
tional Council of Shopping Centers
estimates that 148,000 stores will
close in 2008, the most since 2001,
and it predicts that there will be an
additional 73,000 closures in the
first half of 2009.

This underscores a sea change
in retailers’ business strategy. “Gen-
erally speaking the way retailers
have grown is to get more volume,
and open more stores,” says Greg
Maloney, chief executive of the re-
tail practice at real-estate-services
firm Jones Lang LaSalle.

Despite the closures, the U.S. is
still likely to see a net gain in square
footage mostly because of projects
under way before the credit crisis
hit. Barclays Capital analyst Jeff
Black says growth in retail square
footage will slow to 5% in 2009
from 8% in 2008.

Already a number of retailers
have said they are closing stores, in-
cluding AnnTaylor Stores Corp., Tal-
bots Inc. and Charming Shoppes

Inc. Those that aren’t closing stores
will likely curtail expansion to con-
serve capital. J. Crew Group Chief Ex-
ecutive Mickey Drexler said that the
company is “revisiting all new store
openings” and plans to cut square-
footage growth in half in 2009, ex-
cluding a new concept. Liz Clai-
borne Inc. is postponing store expan-
sion until the economy improves.

n Less selection: Several depart-
ment stores, including Saks Inc. and
Neiman Marcus Group Inc., already
have announced that they would nar-
row the range of merchandise they
carry and drop vendors that don’t
perform. The cutbacks will hurt the
companies that are most exposed to
the wholesale channel. Companies
such as Jones Apparel Group Inc.,
for example, generate 50% of sales
from department stores. Other man-
ufacturers, such as VF Corp., are less
vulnerable because they have rolled
out their own retail stores and real-
ize only 10% of sales from depart-
ment stores, according to J.P. Mor-
gan Chase & Co.

“We are so used to using history
to guide our future,” says Brendan
Hoffman, chief executive of the
48-store Lord & Taylor chain. Set-
ting inventory levels “will be a chal-
lenge until we get to some level of
economic stability,” he adds.

Meanwhile, Lord & Taylor, a
unit of Hudson’s Bay Trading Co.,
is buying conservatively, prefer-
ring to be out of stock on key items
than overstocked.

n Fewer concept stores: Many
retailers invented new brands to
spur rapid growth in recent years.
But many such concepts already are
being abandoned or cut back. Ne-
iman Marcus said it would postpone
plans to expand its Cusp store con-
cept. Pacific Sunwear of California
Inc. closed down its d.e.mo. stores
earlier this year, and AnnTaylor
abandoned plans for a “modern”
baby-boomer concept.
 —Jennifer Saranow

and Cheryl Lu-Lien Tan
contributed to this article.

Price-slashing failed to rescue a
bleak holiday season for belea-
guered retailers in the U.S., as sales
plunged across most categories on
shrinking consumer spending, ac-
cording to data released Thursday.

Despite a flurry of last-minute
shoppers lured by the deep discounts,

total retail sales, excluding automo-
biles, fell over the year-earlier period
by 5.5% in November and 8% in Decem-
ber through Christmas Eve, according
to MasterCard Inc.’s SpendingPulse
unit.

When gasoline sales are ex-
cluded, the fall in overall retail sales
is more modest: a 2.5% drop in No-
vember and a 4% decline in Decem-
ber. A 40% drop in gasoline prices
over a year earlier contributed to
the sharp decline in total sales.

But considering individual sec-
tors, “This will go down as the one
of the worst holiday sales seasons
on record,” said Mary Delk, a direc-
tor in the retail practice at consult-
ing firm Deloitte LLP. “Retailers
went from ‘ho-ho’ to ‘uh-oh’ to
‘oh-no.’ ”

The holiday retail-sales decline
was much worse than the already-
dire picture painted by industry

forecasts, which had predicted sales
ranging from a 1% drop to a more op-
timistic increase of 2.2%.

Luxury goods were hardest hit,
with sales falling 21.2%, compared
with a rise of 7.5% a year earlier,
when the economy had just begun to
sputter. Including jewelry sales, the
luxury sector fell 34.5%.

During the same period last year,
overall retail sales rose a modest
2.4%, helped by late-season dis-
counting that enticed procrastinat-
ing shoppers. But this year, after a
moderate uptick in shopping activ-
ity boosted by steep promotions the
Friday after the Thanksgiving holi-
day, shoppers closed their wallets
and reopened them only cautiously,
worried by job losses, a sinking
stock market and a recession stretch-
ing into its second year.

“There has been a major contrac-
tion in consumer spending,” said
Michael McNamara, vice president
of research and analysis for Master-
Card Advisors, in an interview.

This spells a bitter disappoint-
ment for companies that had hoped
the holidays would offset a year
when sales have been sliding
steadily, draining profits and, in
many instances, undermining the
ability to pay down debt. The indus-
try already has seen a parade of re-
tailers entering bankruptcy proceed-

ings, such as Circuit City Stores
Inc., and liquidating, including
Mervyn’s LLC and Linens ’N Things
Inc. The weak holiday sales mean
more chains are likely to follow suit
next year.

To be sure, there was a glimmer
of positive economic news last week
as well, as the Labor Department re-
leased figures showing inflation-ad-
justed consumer spending edged up
slightly in November as gas prices
fell steeply. The personal savings
rate also climbed in November. Sock-
ing away more in the bank leaves
less for splurging at the mall.

“It’s all about restoring confi-
dence in the buying climate and de-
clining prices help to bring us there,
but we’re not there yet,” said
Michael Niemira, chief economist at
the International Council of Shop-
ping Centers.

A final burst of spending retail-
ers hoped for in the weekend before
Christmas never came. Shopper traf-
fic fell 27% compared with the same
time last year, while sales declined
5.3%, according to ShopperTrak
RCT Corp., which tracks sales in re-
tail outlets across the U.S. Bad
weather on both coasts combined
with economic factors to slow sales,
the company said.

Few retailers were counting on
the holidays being robust when they

placed conservative orders for mer-
chandise last summer. Most worried
that high gas prices and the continu-
ing housing slump would cause a
lackluster year. But even that conser-
vative approach wasn’t enough to in-
sulate them when the bottom fell
out of the stock market in Septem-
ber. By October, retail sales were de-
clining faster than expected amid
the turmoil on Wall Street, the
credit crunch and the steady drum-
beat of bad economic news.

No retail sector was spared.
Among the biggest losers were elec-
tronics and appliances, which fell a
combined 26.7% versus a 2.7% gain
last year. Women’s apparel slid
22.7% compared with a 2.4% drop.

E-commerce showed the most resil-
ience, with online sales falling just
2%. But it was still a disappointment
compared with last year when on-
line sales posted a 22.4% gain.

The season’s dismal results have
left stores with mountains of inven-
tory to clear, prompting many to
move up their typical January clear-
ance sales to help salvage what they
can of the season.

Retailers were stung by a shorter
holiday-shopping season this year—
just 27 days between Thanksgiving
and Christmas in 2008 compared
with 32 in 2007.
 —Rachel Dodes, Nicholas Casey

and Ben Casselman
contributed to this article.

Source: AlixPartners

On the brink
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Goody's Family Clothing appears
to be the first retail casualty

of a tough holiday season.
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Bah, humbug
Year-to-year change in U.S. holiday-season* retail sales

Online
sales

Men’s
 ApparelFootwear

Electronics/
Appliances

–2%

–14%–14%

–27%

Women’s
Apparel

–23%

Furniture

–20%

Luxury

–35%Note: Luxury sales include jewelry; *Nov. 1 – Dec. 24 
Source: SpendingPulse, MasterCard Advisors
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 6.70 $27.94 0.11 0.40%
Alcoa AA 7.50 9.78 0.39 4.15%
AmExpress AXP 3.90 17.91 –0.06 –0.33%
BankAm BAC 39.50 13.36 –0.17 –1.26%
Boeing BA 2.10 40.53 0.41 1.02%
Caterpillar CAT 2.60 42.72 0.81 1.93%
Chevron CVX 4.40 70.35 0.73 1.05%
Citigroup C 45.90 6.73 –0.05 –0.74%
CocaCola KO 3.60 44.58 0.48 1.09%
Disney DIS 2.80 22.18 0.19 0.86%
DuPont DD 2.40 24.98 0.22 0.89%
ExxonMobil XOM 15.80 77.19 1.41 1.86%
GenElec GE 28.10 15.97 –0.14 –0.87%
GenMotor GM 26.30 3.66 0.41 12.62%
HewlettPk HPQ 4.00 34.97 0.29 0.84%
HomeDpt HD 4.20 23.56 –0.17 –0.72%
Intel INTC 14.30 14.18 –0.05 –0.35%
IBM IBM 2.90 81.33 0.81 1.01%
JPMorgChas JPM 9.80 29.80 –0.05 –0.17%
JohnsJohns JNJ 3.60 58.56 0.00 0.00%
KftFoods KFT 2.60 26.64 0.17 0.64%
McDonalds MCD 2.20 61.06 –0.22 –0.36%
Merck MRK 3.60 29.00 –0.27 –0.92%
Microsoft MSFT 17.10 19.13 –0.04 –0.21%
Pfizer PFE 12.90 17.10 0.09 0.53%
ProctGamb PG 3.80 60.53 0.14 0.23%
3M MMM 1.60 55.74 0.24 0.43%
UnitedTech UTX 1.90 51.13 –0.02 –0.04%
Verizon VZ 4.60 33.19 0.34 1.04%
WalMart WMT 4.60 55.35 –0.09 –0.16%

Dow Jones Industrial Average P/E: 18
LAST: 8515.55 s 47.07, or 0.56%

YEAR TO DATE: t 4,749.27, or 35.8%

OVER 52 WEEKS t 4,850.32, or 36.3%

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

UBS $419 8.8% 30% 11% 59% …%

JPMorgan 336 7.1% 29% 9% 57% 5%

Goldman Sachs 335 7.0% 53% 4% 40% 3%

RBS 326 6.8% 23% 28% 11% 38%

Merrill Lynch 315 6.6% 54% 10% 35% 1%

Morgan Stanley 268 5.6% 41% 8% 51% 1%

Barclays Capital 241 5.1% 16% 42% 11% 31%

Citi 224 4.7% 20% 17% 60% 3%

HSBC 208 4.4% 8% 45% 7% 40%

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

Nielsen 967 –26 –59 –44 CIE Fin Michelin 501 9 –42 46

EMI Group  887 –15 –62 17 Clariant  539 9 52 199

Thales 254 –13 –43 92 Daimler 390 10 –55 –47

Legal & Gen Gp  568 –12 60 252 GKN Hldgs  914 12 –62 217

Old Mut  1666 –9 26 852 Marks & Spencer  462 14 –14 55

Lafarge 885 –8 –87 19 Porsche Automobil Hldg  704 20 –77 53

Societe Air France 673 –6 –43 164 Valeo 705 21 –34 150

Rentokil Initial 1927  553 –6 –43 152 Tomkins  784 23 –10 173

Finmeccanica  336 –6 –102 103 Xstrata  1532 46 –108 510

Bawag 197 –5 –11 –3 Contl AG 1281 62 –51 342

*Data as of December 24* Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $20.8 7.15 1.00% –73.2% –75.8%

HSBC Hldgs U.K. Banks 110.6 6.25 0.81 –27.0 –33.2

Soc. Generale France Banks 27.3 33.55 0.60 –63.6 –65.6

Vodafone Grp U.K. Mobile Telecom 110.2 1.29 unch. –31.9 2.7

Banco Santander Spain Banks 74.7 6.68 unch. –51.3 –35.7

Astrazeneca U.K. Pharmaceuticals $56.2 26.27 –3.10% 18.9 –7.2

Anglo Amer U.K. General Mining 28.1 14.20 –2.14 –53.9 –28.7

Rio Tinto U.K. General Mining 20.3 13.75 –1.79 –74.4 –47.9

BP U.K. Integrated Oil & Gas 150.9 4.96 –1.73 –19.6 –20.1

GDF Suez France Multiutilities 100.5 32.79 –1.43 –19.1 31.9

...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

Iberdrola 43.1 6.17 Closed –41.2% 6.2%
Spain (Conventional Electricity)
Telefonica 103.8 15.78 Closed –30.0 24.1
Spain (Fixed Line Telecom)
Banco Bilbao Vizcaya 44.8 8.55 Closed –48.8 –43.4
Spain (Banks)
Allianz SE 46.3 73.25 Closed –50.0 –43.4
Germany (Full Line Insurance)
BASF 33.4 26.00 Closed –48.6 –20.1
Germany (Commodity Chemicals)
Bayer 42.0 39.25 Closed –36.8 9.7
Germany (Specialty Chemicals)
Daimler 33.6 24.91 Closed –62.3 –42.6
Germany (Automobiles)
Deutsche Bk 20.3 25.49 Closed –71.0 –69.3
Germany (Banks)
SAP 41.3 24.10 Closed –32.5 –37.6
Germany (Software)
Siemens 65.0 50.83 Closed –53.3 –30.2
Germany (Diversified Industrials)
E.ON 74.1 26.46 Closed –44.7 –7.2
Germany (Multiutilities)
Deutsche Telekom 64.9 10.65 Closed –29.1 –24.3
Germany (Mobile Telecom)
Assicurazioni Genli 37.8 19.16 Closed –37.7 –28.7
Italy (Full Line Insurance)
Intesa Sanpaolo 41.4 2.50 Closed –53.2 –44.3
Italy (Banks)
UniCredit 31.0 1.66 Closed –70.4 –71.6
Italy (Banks)
ENI 90.8 16.21 Closed –34.4 –30.7
Italy (Integrated Oil & Gas)
Nokia 59.1 11.11 Closed –58.9 –28.6
Finland (Telecom Equipment)
L.M. Ericsson Tel B 21.8 58.80 Closed –23.5 –56.9
Sweden (Telecom Equipment)
ABB 32.2 14.89 Closed –52.7 19.3
Switzerland (Industrial Machinery)
Credit Suisse Grp 30.6 27.74 Closed –59.3 –58.5
Switzerland (Banks)

Nestle 145.2 40.76 Closed –21.5% 4.7%
Switzerland (Food Products)
Roche Hldg Pt. Ct. 104.9 160.50 Closed –17.9 –18.4
Switzerland (Pharmaceuticals)
Novartis 126.9 51.60 Closed –17.5 –24.6
Switzerland (Pharmaceuticals)
UBS 38.3 14.02 Closed –69.6 –74.8
Switzerland (Banks)
Koninklijke Philips 19.3 13.65 –0.15% –54.8 –48.5
Netherlands (Consumer Electronics)
Total 126.2 38.04 –0.16 –31.8 –27.8
France (Integrated Oil & Gas)
GlaxoSmithKline 102.8 12.23 –0.29 –5.3 –17.0
U.K. (Pharmaceuticals)
British Amer Tob 51.5 17.29 –0.58 –13.2 32.9
U.K. (Tobacco)
Unilever 41.3 17.20 –0.61 –32.6 –11.1
Netherlands (Food Products)
France Telecom 72.5 19.82 –0.65 –20.1 –5.8
France (Fixed Line Telecom)
AXA 43.8 14.99 –0.66 –44.4 –45.0
France (Full Line Insurance)
ArcelorMittal 33.8 16.70 –0.68 –67.7 ...
Luxembourg (Iron & Steel)
Royal Dutch Shell 91.0 18.35 –0.76 –36.4 –28.9
U.K. (Integrated Oil & Gas)
Sanofi-Aventis 81.2 44.15 –0.80 –31.8 –41.1
France (Pharmaceuticals)
BHP Billiton 39.2 11.94 –0.83 –24.3 27.7
U.K. (General Mining)
BNP Paribas 37.6 29.50 –0.84 –60.1 –56.7
France (Banks)
Diageo 37.9 9.34 –1.22 –13.8 10.9
U.K. (Distillers & Vintners)
Barclays 17.9 1.45 –1.36 –71.2 –75.8
U.K. (Banks)
Royal Bk of Scot 24.8 0.43 –1.39 –88.5 –91.4
U.K. (Banks)
Tesco 39.4 3.40 –1.42 –28.8 3.3
U.K. (Food Retailers & Wholesalers)

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 -1.70% -3.38% -40.2% -49.6% -49.7%
Merger Arbitrage 0.29% 0.66% -5.7% -7.5% -7.3%
Event Driven 0.62% -6.06% -23.2% -27.8% -27.6%
Distressed Securities 0.08% -7.85% -26.5% -36.9% -36.9%

*Estimates as of 12/24/08, 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 1.81 97.33% 0.01% 2.17 1.18 1.61

Eur. High Volatility: 10/1 4.69 90.18 0.02 5.57 2.16 3.61

Europe Crossover: 10/1 10.08 85.50 0.06 11.20 5.74 8.43

Asia ex-Japan IG: 10/1 3.47 93.84 0.02 6.63 1.99 3.70

Japan: 10/1 2.95 93.60 0.02 3.75 1.58 2.58

 Note: Data as of December 23

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

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

BLUE CHIPS & BONDS
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By Mike Spector

And Alex P. Kellogg

DETROIT—The North American
International Auto Show usually
gives this downtrodden city an an-
nual chance to celebrate with glitzy
parties and celebrity sightings. But
with two of the three U.S. auto mak-
ers on financial life-support from
Washington, 2009’s show is shaping
up to be a scaled-back affair.

The show, which opens to the me-
dia Jan. 11, comes amid further
signs of gloom in what already
ranks among America’s most de-
pressed cities. Cultural institutions
are cutting back. Charities are fac-
ing bleak times as big backers in-
cluding Detroit’s car manufacturers
become pinched for cash. Detroit’s
struggling local newspapers plan to
stop home-delivery soon on most
days of the week.

But perhaps the most visible sign
of drearier times will come in Janu-
ary at the car show. Carpenters and
caterers are feeling the brunt as man-
ufacturers scale back exhibits and
parties. The show’s economic im-
pact on Detroit will be about $350
million—some $100 million less
than 2008’s show, predicted David
Sowerby, portfolio manager and mar-
ket analyst for Loomis, Sayles & Co.,
an investment-management firm.

Tony Hines, a 54-year old carpen-
ter from Detroit’s west side, la-
mented the city’s troubles during a
break from preparing auto-show ex-
hibits at the Cobo Hall convention
center. “We had like 700 tradesmen
here last year. This year, we have
maybe 200,” he said. “You see your
job just kind of dwindling away.”

General Motors Corp., which
like Chrysler LLC has won loans
from the government, plans to use
more carpet instead of more-costly
tiles and hardwood floors for its ex-
hibit. The company also will use reu-
seable aluminum wall supports in-
stead of steel, said Timothy Peters,
GM’s assistant director of auto

shows and operations.
BMW AG, like some other exhibi-

tors, won’t build a traditional sec-
ond-floor hospitality area at its
show-floor stand this year, a spokes-
man said. Auto makers use such ar-
eas to serve food and beverages and
attract journalists for interviews.
Honda Motor Co. plans to reveal its
new Insight hybrid car but won’t
hold a dramatic news conference
with flashy lighting and graphics,
said Ed Miller, a spokesman. “We’ll
still have steak, but we won’t have
the sizzle,” he said.

Auto makers declined to say how
much they would save by scaling
back their displays and new-model
unveilings. But a person familiar
with show-planning costs said GM
could save more than $1 million
alone by using carpet for its entire
120,000 square-foot exhibit instead
of wood or tile.

GM also has nixed its annual “GM

Style” fashion party, traditionally
held on the eve of the show’s media
preview. The party in years past has
drawn celebrities including Carmen
Electra, Kid Rock and Mary J Blige.
Chrysler will forgo its annual tradi-
tion of converting a downtown fire-
house into a beer hall and party hub
during the auto show’s initial press
days, a spokesman said.

The pullback on show events is
hitting food vendors hard. “This
year is somewhat of a nightmare,”
said Rob Katz, vice president of Cat-
eraid Inc., which provides gourmet
wholesale food to caterers who
work the auto show. Spending on
food service for the show is “almost
nonexistent,” he said.

Mr. Katz drew about $65,000 in
sales for the 2008 show but expects
that to be off as much as 50% for the
2009 show. His overall business,
which posts annual sales around $3
million, is off 25% this year.

One reason for the malaise is that
many car makers decided not to at-
tend January’s show. Nissan Motor
Co. was the most high-profile with-
drawal, forcing area dealers to lend
their own cars to take up the compa-
ny’s reserved convention-floor space.

The show’s annual black-tie Char-
ity Preview, which sells seats for
$400 a head and raised $6 million
for children’s charities last year, is
running slightly behind its ticket-
sales goal. But Douglass Fox, a local
car dealer who serves as the auto
show’s co-chair, said he hoped a
coming announcement about the
event’s entertainers would boost in-
terest enough to reach the event’s
goal of 15,000 sales.

Detroit has pockets of optimism.
The Book-Cadillac hotel, a historic
but blighted building, recently was
renovated as a Westin and hasn’t
had any booking cancellations for
the auto show.

For Detroit auto show, glitz is gone
Scaled-back displays
and fewer big parties
hurt local businesses

Toyota family member vies for the top job

At last January’s auto show in Detroit, GM was able to strut its stuff, hiring the band Maroon 5 to perform as fashion
models walk in front of the Saturn Astra Tuner concept car. GM has nixed the ’09 show’s ‘GM Style’ fashion party.
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By Neal E. Boudette

Chrysler LLC is rushing to slash
costs further in a bid to show the gov-
ernment the company can be viable,
senior executives told dealers in an In-
ternet broadcast last week.

The auto maker, which is receiv-
ing $4 billion in emergency loans
from Washington, aims to submit a re-
structuring plan by March that shows
how Chrysler will shrink in response
to the steep decline in auto sales, the
executives said, according to a person
who saw the presentation.

“We have to size down for the in-
dustry we have,” Vice Chairman Jim
Press said in the Webcast, this person
said. Mr. Press added this means a
“massive reduction” in fixed costs,
this person said.

Mr. Press’s comments indicate
Chrysler and its majority owner, Cer-
berus Capital Management LP, are
going to try to keep the company go-
ing as a stand-alone business at least
in the short term. Cerberus had talks
this fall about merging the company
with General Motors Corp., and re-
cently sought to revive those discus-
sions. GM is also getting billions of
dollars from the federal government
and needs to show it can continue op-
erating and make progress toward
profitability.

Mr. Press’s comments gave a
glimpse into the strategy and finan-
cial challenges at Chrysler, which as
a private company doesn’t publicly
report results. Under the terms of
the loan program unveiled by Presi-
dent George W. Bush earlier this
month, Chrysler has to show it can
be viable by March 31 to keep the
money it gets to that point and to
qualify for additional loans.

“We have to make concessions
from the whole organization to make
this loan work,” Mr. Press said, noting
that employees, suppliers, the auto
workers’ union and creditors will
have to accept sacrifices, according
to the person who saw the Webcast.

A Chrysler spokesman said the
company has been working for more
than a year to downsize. Mr. Press
was reiterating what the company
said on previous occasions, the
spokesman said.

Earlier last week, in a letter sent
to employees, Chief Executive Robert
Nardelli wrote that Chrysler will
work to identify and achieve cost sav-
ings. During the Webcast to dealers,
Mr. Press said the loans from Wash-
ington are “not the end of the battle
but the beginning.”

Although Chrysler cut its salaried
work force by 25%, or about 5,000
jobs, in November, and shut a New-
ark, Del., plant that made sport-util-
ity vehicles, it needs additional belt-
tightening because the dramatic slow-
ing of sales has eroded the company’s
finances, Mr. Press said.

Among other cuts Chrysler is
likely to seek are additional conces-
sions from its suppliers and union-
ized workers. It already has slashed
spending on developing new models .

In the year’s first six months,
Chrysler managed to make a small
profit, Mr. Press said. Then high gas
prices and the financial crisis weak-
ened demand dramatically. He said
the sales slowdown in the second half
cost Chrysler $7.6 billion in business
and caused the company to “run
short of cash.”

Mr. Press didn’t elaborate on the
company’s losses in the second half.
Chrysler previously said it had about
$9 billion in cash at the end of June,
and expected that to decline to just
$2.5 billion at the end of the year.

Chrysler to slash
costs to justify
receiving bailout

By Norihiko Shirouzu

Akio Toyoda, a leading candidate
to succeed Toyota Motor Corp. Pres-
ident Katsuaki Watanabe, is a mem-
ber of the famed family that
founded the company and still holds
considerable sway, but hasn’t been
in the driver’s seat since 1995.

Mr. Toyoda, one of Toyota’s five
executive vice presidents, is a
grandson of Kiichiro Toyoda, who
created Toyota in 1937. According
to people familiar with the matter,
a group of influential Toyota elders
is leaning toward selecting 52-year-
old Akio Toyoda as Mr. Watanabe’s
replacement.

Since the late 1960s, Toyota’s
founding family dominated in
steering the company. Kiichiro Toy-
oda’s cousin, Eiji Toyoda, served
as president from 1967 to 1982.
Shoichiro Toyoda, Kiichiro Toyo-
da’s eldest son, was president
from 1982 to 1992, and his brother,
Tatsuro Toyoda, served that role
from 1992 to 1995.

But that changed in 1995, when

Tatsuro Toyoda suffered a stroke
and had to be replaced. In part be-
cause there were no suitable senior
family members available, Toyota
chose Hiroshi Okuda, the first out-
sider to run the company in almost
three decades.

He swiftly turned around the
company, which had struggled un-
der Tatsuro Toyoda’s watch. Mr. Toy-
oda struggled to fend off attempts
by foreign investors to take over
some of Toyota’s affiliates, and Mr.
Okuda quickly boosted stakes in Toy-
ota’s related companies to protect
the group against hostile bidders.

The whole experience in the
mid-1990s led to internal soul-
searching about whether the Toy-
oda family should automatically be
handed the reins to a public com-
pany when the clan collectively
owns less than 2% of the stock.

To be sure, some of the senior
Toyoda family members, such as Ak-
io’s father, Shoichiro Toyoda, still
wield influence by retaining a seat
on the board.

Akio Toyoda, one of just a hand-

ful of family members serving as se-
nior executives in the Toyota group,
has been groomed by some in the
company to take over Toyota one
day. When asked several years ago
whether he aimed to be president,
he demurred but made clear he had
big ambitions. “It’s the founding
family’s mission to keep setting di-
rection for the company,” he said.

Akio Toyoda certainly has a long
track record at Toyota. He joined
the company in 1984 at age 27.
Armed with an MBA from Babson
College near Boston, he moved after
a few years to the Production Re-
search Office to work with the elite
engineers who developed the lean
manufacturing methods that made
Toyota so competitive.

In 1992, he transferred to Toyo-
ta's sales arm, where he began ask-
ing questions like Why does it take
a factory just 20 to 30 hours to
make a car, but it takes 40-plus
days for a dealer to sell and get
paid for one? Why not apply its
lean-production insights at Toyo-
ta's 5,000 Japanese dealerships?

What is unusual about Mr. Toyo-
da’s quest is that for the first time
for a Toyoda family member, a con-
siderable obstacle stands in his
way. That is Mr. Okuda, who still
yields enormous influence in Toyo-
ta’s strategy as the company’s el-
der statesman and a key board
member.

Mr. Okuda has vocally opposed al-
lowing Toyoda family members
back into power unless they are ex-
ceptionally qualified. “Nepotism
just doesn’t belong in our future,”
Mr. Okuda said in an interview in
2000. He made it clear that Akio Toy-
oda would have to do something
never asked of the other Toyodas:
fight for the keys to what had been
seen as the family car.

“Akio-class talents are rolling
around all over Toyota, like so
many potatoes,” Mr. Okuda said
then. Individuals knowledgeable
about Mr. Okuda’s thinking say he
is trying to assemble a team of exec-
utives and advisers that could back
Mr. Toyoda in case he is chosen as
the next leader.
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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 12/19 USD 33.39 –55.4 –54.7 –23.9
LG Asian Plus AS EQ CYM 12/19 USD 38.26 –55.2 –54.6 –17.6
LG Asian SmallerCo's AS EQ BMU 12/23 USD 53.04 –66.6 –65.3 –37.2
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 12/23 EUR 25.73 –64.8 –64.1 –36.2
MP-TURKEY.SI OT OT SVN 12/23 EUR 18.85 –63.0 –62.1 –30.7

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 12/22 EUR 2.02 –77.5 –77.1 NS
Parex Eastern Europ Bd EU BD LVA 12/22 USD 8.65 –36.7 –36.3 –18.1
Parex Russian Eq EE EQ LVA 12/22 USD 8.93 –71.9 –71.3 –37.5
Parex Ukrainian Eq EU EQ LVA 12/22 EUR 1.67 –83.7 –83.7 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 12/24 USD 107.80 –54.3 –54.5 –20.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/24 USD 103.49 –54.8 –55.0 –20.9
PF (LUX)-Biotech-Pca OT EQ LUX 12/23 USD 277.74 –16.5 –18.6 –1.6
PF (LUX)-CHF Liq-Pca CH MM LUX 12/22 CHF 123.95 1.6 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/22 CHF 93.56 1.6 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 12/23 EUR 114.06 –48.7 –48.3 –27.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 12/23 USD 79.75 –41.7 –40.9 –15.4
PF (LUX)-East Eu-Pca EU EQ LUX 12/23 EUR 139.05 –72.9 –72.8 –42.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 12/24 USD 90.78 –60.7 –60.4 –25.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/24 USD 298.47 –59.3 –58.9 –25.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 12/23 EUR 74.99 –45.1 –45.1 –24.9
PF (LUX)-EUR Bds-Pca EU BD LUX 12/23 EUR 376.38 4.2 4.3 1.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/23 EUR 286.43 4.2 4.3 1.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/23 EUR 124.54 –5.0 –4.9 –3.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/23 EUR 87.55 –5.0 –4.9 –3.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/23 EUR 88.80 –38.0 –37.8 –22.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/23 EUR 51.48 –38.0 –37.8 –22.7
PF (LUX)-EUR Liq-Pca EU MM LUX 12/23 EUR 134.61 3.6 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/23 EUR 97.01 3.7 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 12/23 EUR 299.64 –50.9 –50.6 –29.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 12/23 EUR 99.25 –46.1 –46.3 –28.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 12/23 USD 188.72 –6.0 –5.8 –0.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/23 USD 128.38 –6.0 –5.8 –0.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 12/23 USD 12.43 –48.9 –48.1 –26.5
PF (LUX)-Gr China-Pca AS EQ LUX 12/24 USD 206.33 –51.8 –51.4 –14.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/24 USD 191.97 –63.8 –62.6 –21.2
PF (LUX)-Jap Index-Pca JP EQ LUX 12/24 JPY 7838.79 –44.8 –44.5 –29.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/24 JPY 7022.27 –47.6 –47.1 –34.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/24 JPY 6855.34 –47.9 –47.4 –35.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/24 JPY 3762.95 –45.4 –44.8 –33.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/24 USD 152.34 –52.3 –51.7 –20.3
PF (LUX)-Piclife-Pca CH BA LUX 12/23 CHF 687.88 –19.0 –19.5 –10.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 12/23 EUR 43.61 –43.3 –43.5 –25.6
PF (LUX)-Rus Eq-Pca EE EQ LUX 12/23 USD 24.72 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 12/23 USD 68.44 –38.7 –38.0 –18.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 12/23 EUR 317.80 –48.5 –48.1 –28.4
PF (LUX)-US Eq-Ica US EQ LUX 12/23 USD 77.75 –39.6 –40.0 –19.1
PF (LUX)-USA Index-Pca US EQ LUX 12/23 USD 69.23 –40.3 –41.0 –20.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 12/23 USD 532.57 12.8 13.6 9.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/23 USD 390.79 12.8 13.6 9.2
PF (LUX)-USD Liq-Pca US MM LUX 12/23 USD 130.22 2.5 2.6 3.6
PF (LUX)-USD Liq-Pdi US MM LUX 12/23 USD 85.03 2.5 2.6 3.6
PF (LUX)-Water-Pca GL EQ LUX 12/23 EUR 100.54 –35.6 –36.1 –18.1
PF (LUX)-WldGovBds-Pca GL BD LUX 12/23 USD 163.48 11.1 12.7 9.4

PF (LUX)-WldGovBds-Pdi GL BD LUX 12/23 USD 135.32 11.1 12.7 9.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 12/24 USD 42.50 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 12/23 USD 7.57 –47.7 –47.3 –26.3
Japan Fund USD JP EQ IRL 12/24 USD 13.90 –17.5 –15.2 –12.7

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 12/23 EUR 546.06 –44.5 –44.1 NS
Core Eurozone Eq B EU EQ IRL 12/23 EUR 641.10 NS NS NS
Euro Fixed Income A EU BD IRL 12/23 EUR 1130.48 –9.5 –9.4 –6.1
Euro Fixed Income B EU BD IRL 12/23 EUR 1199.49 –8.9 –8.9 –5.5
Euro Small Cap A EU EQ IRL 12/23 EUR 828.99 –52.9 –52.4 –34.9
Euro Small Cap B EU EQ IRL 12/23 EUR 882.58 –52.6 –52.1 –34.5
Eurozone Agg Eq A EU EQ IRL 12/23 EUR 484.34 –49.4 –49.2 NS
Eurozone Agg Eq B EU EQ IRL 12/23 EUR 691.85 –49.1 –48.9 –27.4
Glbl Bd (EuroHdg) A GL BD IRL 12/23 EUR 1187.16 –8.2 –7.7 –4.0
Glbl Bd (EuroHdg) B GL BD IRL 12/23 EUR 1252.38 –7.6 –7.1 –3.3
Glbl Bd A EU BD IRL 12/23 EUR 971.07 –3.7 –3.8 –4.4
Glbl Bd B EU BD IRL 12/23 EUR 1027.52 –3.1 –3.3 –3.8
Glbl Real Estate A OT EQ IRL 12/23 USD 653.39 –48.6 –47.8 –30.6
Glbl Real Estate B OT EQ IRL 12/23 USD 669.49 –48.3 –47.5 –30.1
Glbl Real Estate EH-A OT EQ IRL 12/23 EUR 614.69 –47.6 –47.1 –31.5
Glbl Real Estate SH-B OT EQ IRL 12/23 GBP 58.07 –47.1 –46.6 –30.5
Glbl Strategic Yield A EU BD IRL 12/23 EUR 1115.52 –25.4 –25.3 –13.2
Glbl Strategic Yield B EU BD IRL 12/23 EUR 1186.39 –24.9 –24.9 –12.7
Japan Equity A JP EQ IRL 12/23 JPY 10193.00 –45.2 –44.9 –30.2
Japan Equity B JP EQ IRL 12/23 JPY 10798.00 –44.9 –44.6 –29.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 12/23 USD 1244.98 –52.9 –51.4 –21.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/23 USD 1320.53 –52.7 –51.1 –21.0
Pan European Eq A EU EQ IRL 12/23 EUR 698.79 –48.6 –48.5 –28.1
Pan European Eq B EU EQ IRL 12/23 EUR 740.39 –48.3 –48.3 –27.7
US Equity A US EQ IRL 12/23 USD 636.71 –45.1 –45.6 –22.1
US Equity B US EQ IRL 12/23 USD 677.41 –44.8 –45.3 –21.6
US Small Cap A US EQ IRL 12/23 USD 948.30 –44.8 –45.6 –23.6
US Small Cap B US EQ IRL 12/23 USD 1009.77 –44.5 –45.2 –23.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 12/23 SEK 60.36 –48.2 –48.3 –28.6
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 12/23 USD 2.81 –46.2 –45.3 –23.3
Europe 2 Fd EU EQ LUX 12/23 EUR 0.69 –52.3 –52.0 –30.4
Europe 3 Fd EU EQ LUX 12/23 GBP 2.88 –38.7 –37.3 –17.2
Global Chance/Risk Fd GL EQ LUX 12/23 EUR 0.47 –39.8 –40.3 –23.7
Global Fd GL EQ LUX 12/23 USD 1.66 –43.9 –43.2 –21.8
Intl Mixed Fd -C- NO BA LUX 12/23 USD 22.77 –31.6 –30.6 –13.4
Intl Mixed Fd -D- NO BA LUX 12/23 USD 16.07 –31.6 –30.6 –12.2
Wireless Fd OT EQ LUX 12/23 EUR 0.09 –49.9 –50.2 –24.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 12/23 USD 4.43 –51.2 –49.9 –20.4
Currency Alpha EUR -IC- OT OT LUX 12/23 EUR 10.91 6.7 6.8 NS
Currency Alpha EUR -RC- OT OT LUX 12/23 EUR 10.86 6.3 6.4 NS
Currency Alpha SEK -ID- OT OT LUX 12/23 SEK 105.60 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 12/23 SEK 119.09 NS NS NS
Generation Fd 80 OT OT LUX 12/23 SEK 6.40 –32.3 –32.7 NS
Nordic Focus EUR NO EQ LUX 12/23 EUR 48.60 –50.9 –50.0 NS
Nordic Focus NOK NO EQ LUX 12/23 NOK 59.29 NS NS NS
Nordic Focus SEK NO EQ LUX 12/23 SEK 56.79 –42.9 –42.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 12/23 USD 1.39 –42.7 –42.2 –22.4
Ethical Global Fd GL EQ LUX 12/23 USD 0.61 –44.7 –44.0 –23.1
Ethical Sweden Fd NO EQ LUX 12/23 SEK 28.50 –36.0 –36.0 –20.1

Europe Fd EU EQ LUX 12/23 USD 1.61 –54.7 –53.4 –22.0
Index Linked Bd Fd SEK OT BD LUX 12/23 SEK 13.08 4.7 4.6 3.3
Medical Fd OT EQ LUX 12/23 USD 2.85 –25.9 –25.4 –10.7
Short Medium Bd Fd SEK NO MM LUX 12/23 SEK 9.15 3.1 3.2 3.0
Technology Fd OT EQ LUX 12/23 USD 1.57 –44.9 –44.4 –19.7
World Fd NO BA LUX 12/23 USD 1.63 –39.1 –37.9 –15.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 12/23 EUR 1.27 1.9 2.0 2.2
Short Bond Fd SEK NO MM LUX 12/23 SEK 21.55 2.7 2.8 2.9
Short Bond Fd USD US MM LUX 12/23 USD 2.50 1.8 2.0 3.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 12/23 SEK 10.08 –1.3 –1.3 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 12/23 SEK 9.05 –1.3 –1.3 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 12/23 SEK 25.26 –1.4 –1.5 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 12/23 SEK 8.41 –1.4 –1.5 –0.2
Alpha Short Bd SEK -A- NO MM LUX 12/23 SEK 10.80 2.8 2.9 3.0
Alpha Short Bd SEK -B- NO MM LUX 12/23 SEK 10.13 2.8 2.9 3.0
Alpha Short Bd SEK -C- NO MM LUX 12/23 SEK 21.14 2.7 2.8 2.8
Alpha Short Bd SEK -D- NO MM LUX 12/23 SEK 8.79 2.7 2.8 2.8
Bond Fd SEK -C- NO BD LUX 12/23 SEK 41.45 9.7 9.8 5.5
Bond Fd SEK -D- NO BD LUX 12/23 SEK 12.44 8.5 8.5 4.9
Corp. Bond Fd EUR -C- EU BD LUX 12/23 EUR 1.09 –7.5 –7.8 –4.4
Corp. Bond Fd EUR -D- EU BD LUX 12/23 EUR 0.85 –7.9 –8.1 –4.6
Corp. Bond Fd SEK -C- NO BD LUX 12/23 SEK 10.69 –11.4 –11.6 –6.1
Corp. Bond Fd SEK -D- NO BD LUX 12/23 SEK 8.40 –11.2 –11.5 –6.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/23 EUR 103.08 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/23 EUR 102.80 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 12/23 SEK 1127.85 NS NS NS
Flexible Bond Fd -C- NO BD LUX 12/23 SEK 20.84 5.6 5.7 4.0
Flexible Bond Fd -D- NO BD LUX 12/23 SEK 11.80 5.6 5.7 4.0

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 12/23 SEK 80.28 –24.4 –23.9 –13.0
Global Hedge I SEK -D- OT OT LUX 12/23 SEK 73.37 –26.6 –26.1 –14.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 12/23 USD 1.52 –54.3 –52.9 –18.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 12/23 SEK 16.77 –49.8 –49.1 –24.6
Europe Chance/Risk Fd EU EQ LUX 12/23 EUR 754.88 –55.6 –55.2 –32.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 12/23 USD 14.49 –56.2 –55.1 –13.5
Eq. Pacific A AS EQ LUX 12/23 USD 6.16 –55.5 –54.3 –18.8

n SGAM Fund
Bonds CHF A CH BD LUX 12/22 CHF 28.23 8.2 8.0 2.7
Bonds ConvEurope A EU BD LUX 12/22 EUR 28.29 –2.7 –2.4 1.3
Bonds Eur Corp A EU BD LUX 12/22 EUR 20.69 –5.7 –5.7 –3.5
Bonds Eur Hi Yld A EU BD LUX 12/22 EUR 13.13 –38.1 –38.0 –22.4
Bonds EURO A EU BD LUX 12/22 EUR 39.46 6.8 6.9 3.4
Bonds Europe A EU BD LUX 12/22 EUR 37.90 6.0 5.9 2.6
Bonds US MtgBkSec A US BD LUX 12/22 USD 25.89 2.7 2.6 3.5
Bonds US OppsCoreplus A US BD LUX 12/22 USD 31.31 –0.5 –0.4 2.5
Bonds World A GL BD LUX 12/22 USD 39.96 7.5 9.0 8.8
Eq. ConcentratedEuropeA EU EQ LUX 12/22 EUR 20.01 –50.4 –49.2 –29.9
Eq. Eastern Europe A EU EQ LUX 12/22 EUR 13.46 –69.4 –69.2 –39.7
Eq. Equities Global Energy OT EQ LUX 12/22 USD 13.55 –46.2 –44.0 –14.8
Eq. Euroland A EU EQ LUX 12/22 EUR 8.95 –48.2 –47.2 –27.0
Eq. Euroland MidCapA EU EQ LUX 12/22 EUR 14.09 –51.4 –50.5 –32.3
Eq. EurolandCyclclsA EU EQ LUX 12/22 EUR 13.38 –47.2 –46.2 –21.5
Eq. EurolandFinancialA OT EQ LUX 12/22 EUR 8.21 –55.9 –55.0 –36.8
Eq. Glbl Emg Cty A GL EQ LUX 12/22 USD 5.92 –56.2 –54.3 –22.1
Eq. Global A GL EQ LUX 12/22 USD 20.34 –46.9 –45.9 –25.1
Eq. Global Technol A OT EQ LUX 12/22 USD 3.55 –49.8 –49.4 –28.7
Eq. Gold Mines A OT EQ LUX 12/22 USD 18.96 –36.7 –30.7 –14.8
Eq. Japan A JP EQ LUX 12/22 JPY 658.42 –50.3 –50.0 –34.1
Eq. Japan Sm Cap A JP EQ LUX 12/22 JPY 896.65 –47.4 –46.9 –39.7
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 12/22 GBP 9.21 –46.0 –44.4 –28.0
Eq. US ConcenCore A US EQ LUX 12/22 USD 15.83 –41.0 –40.6 –19.4
Eq. US Lg Cap Gr A US EQ LUX 12/22 USD 10.55 –47.6 –46.9 –24.0
Eq. US Mid Cap A US EQ LUX 12/22 USD 18.89 –51.7 –51.5 –22.0

Eq. US Multi Strg A US EQ LUX 12/22 USD 15.40 –46.5 –46.0 –25.8
Eq. US Rel Val A US EQ LUX 12/22 USD 14.93 –47.8 –47.8 –29.8
Eq. US Sm Cap Val A US EQ LUX 12/22 USD 12.28 –50.8 –51.4 –32.1
Eq. US Value Opp A US EQ LUX 12/22 USD 12.36 –51.5 –51.2 –32.1
Money Market EURO A EU MM LUX 12/22 EUR 27.11 4.3 4.3 4.1
Money Market USD A US MM LUX 12/22 USD 15.74 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 12/11 USD 7.88 –46.7 NS NS
UAE Blue Chip Fund Acc OT OT ARE 12/18 AED 5.14 –55.9 –54.6 –18.1

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 12/23 EEK 100.21 –62.6 –62.7 –38.4
New Europe Small Cap EUR EE EQ EST 12/23 EEK 47.86 –65.7 –65.6 –40.4
Second Wave EUR EE EQ EST 12/23 EEK 87.08 –68.3 –68.4 –35.9

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/24 JPY 8404.00 –49.9 –49.6 –35.0
YMR-N Japan Fund JP EQ IRL 12/24 JPY 9137.00 –47.5 –47.0 –31.3
YMR-N Low Price Fund JP EQ IRL 12/24 JPY 12592.00 –44.8 –44.2 –31.4
YMR-N Small Cap Fund JP EQ IRL 12/24 JPY 6156.00 –50.3 –50.1 –36.7
Yuki Mizuho Gen Jpn III JP EQ IRL 12/24 JPY 4136.00 –55.5 –55.0 –36.5
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/24 JPY 4365.00 –55.1 –54.6 –39.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/24 JPY 5906.00 –52.9 –52.3 –37.1
Yuki Mizuho Jpn Gen JP EQ IRL 12/24 JPY 7759.00 –49.5 –48.7 –33.4
Yuki Mizuho Jpn Gro JP EQ IRL 12/24 JPY 6113.00 –50.5 –50.1 –35.2
Yuki Mizuho Jpn Inc JP EQ IRL 12/24 JPY 7748.00 –40.9 –40.4 –28.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/24 JPY 4847.00 –48.6 –48.1 –32.2
Yuki Mizuho Jpn LowP JP EQ IRL 12/24 JPY 10979.00 –39.4 –38.9 –25.7
Yuki Mizuho Jpn PGth JP EQ IRL 12/24 JPY 7418.00 –54.8 –54.6 –35.5
Yuki Mizuho Jpn SmCp JP EQ IRL 12/24 JPY 5880.00 –53.6 –53.4 –36.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/24 JPY 5052.00 –46.3 –45.9 –31.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/24 JPY 2313.00 –59.5 –58.9 –49.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/24 JPY 4062.00 –54.1 –53.8 –36.6
Yuki 77 General JP EQ IRL 12/24 JPY 5721.00 –50.2 –49.9 –33.8
Yuki 77 Growth JP EQ IRL 12/24 JPY 5795.00 –52.8 –52.6 –37.0
Yuki 77 Income AS EQ IRL 12/24 JPY 4988.00 –40.5 –40.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/24 JPY 6029.00 –48.2 –48.0 –33.8
Yuki Chugoku Jpn Gro JP EQ IRL 12/24 JPY 4965.00 –50.8 –50.5 –32.3
Yuki Chugoku JpnLowP JP EQ IRL 12/24 JPY 7932.00 –39.1 –38.0 –24.4
Yuki Chugoku JpnPurGth JP EQ IRL 12/24 JPY 4577.00 –47.7 –47.3 –32.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/24 JPY 6567.00 –48.9 –49.0 –34.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/24 JPY 4421.00 –49.9 –49.4 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 12/24 JPY 5175.00 –38.6 –37.9 –27.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/24 JPY 4523.00 –47.6 –47.0 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/24 JPY 4364.00 –55.0 –54.8 –37.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/24 JPY 4274.00 –52.1 –51.7 –35.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/24 JPY 4928.00 –48.5 –47.6 –34.0
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
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

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 485.59 –72.7 –72.9 –45.5

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 12/12 GBP 0.95 –15.4 NS NS
Global Absolute USD OT OT GGY 12/12 USD 1.77 –15.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 12/12 EUR 77.88 –30.4 NS NS
Special Opp Inst EUR OT OT CYM 12/12 EUR 73.19 –30.1 NS NS
Special Opp Inst USD OT OT CYM 12/12 USD 82.75 –27.6 NS NS
Special Opp USD OT OT CYM 12/12 USD 81.62 –28.1 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/12 EUR 120.60 –14.8 NS NS
GH Fund CHF Hdg OT OT JEY 12/12 CHF 100.95 –17.7 NS NS
GH Fund EUR Hdg OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/12 EUR 97.29 –16.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund GBP Hdg OT OT JEY 12/12 GBP 119.22 –16.7 NS NS
GH Fund Inst EUR OT OT JEY 12/12 EUR 84.27 NS NS NS
GH Fund Inst JPY OT OT JEY 12/12 JPY 8497.33 –16.3 NS NS
GH Fund Inst USD OT OT JEY 12/12 USD 100.44 –14.5 NS NS
GH FUND S EUR OT OT CYM 12/12 EUR 114.28 –16.4 NS NS
GH FUND S GBP OT OT JEY 12/12 GBP 118.97 –15.5 NS NS
GH Fund S USD OT OT CYM 12/12 USD 133.42 –14.6 NS NS
GH Fund USD OT OT GGY 11/28 USD 246.79 –15.6 –14.9 –1.3
Hedge Investments OT OT JEY 12/12 USD 125.23 –14.7 NS NS
Leverage GH USD OT OT GGY 12/12 USD 100.38 –34.2 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 12/12 CHF 85.03 –25.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 12/12 EUR 91.60 –24.7 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 12/12 GBP 98.41 –25.2 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/12 EUR 96.52 –24.2 NS NS
MultiAdv Arb S GBP OT OT CYM 12/12 GBP 101.19 –23.9 NS NS

MultiAdv Arb S USD OT OT CYM 12/12 USD 109.88 –22.3 NS NS
MultiAdv Arb USD OT OT GGY 12/12 USD 171.33 –23.3 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 12/12 USD 107.83 –19.1 NS NS
Asian AdbantEdge EUR OT OT JEY 12/12 EUR 88.74 –25.2 NS NS
Asian AdvantEdge OT OT JEY 12/12 USD 162.15 –24.1 NS NS
Emerg AdvantEdge OT OT JEY 12/12 USD 140.16 –32.3 NS NS
Emerg AdvantEdge EUR OT OT JEY 12/12 EUR 78.36 –34.3 NS NS
Europ AdvantEdge EUR OT OT JEY 12/12 EUR 115.92 –18.7 NS NS
Europ AdvantEdge USD OT OT JEY 12/12 USD 122.82 –17.8 NS NS
Japan AdvantEdge JPY OT OT JEY 12/12 JPY 8045.42 –14.3 NS NS
Japan AdvantEdge USD OT OT JEY 12/12 USD 93.51 –12.9 NS NS
Lvgd Alpha AdvantEdge OT OT JEY 12/12 USD 87.35 –39.8 NS NS
Trading AdvantEdge OT OT GGY 12/12 USD 151.96 13.0 NS NS
Trading AdvantEdge EUR OT OT GGY 12/12 EUR 138.16 13.2 NS NS
Trading AdvantEdge GBP OT OT GGY 12/12 GBP 145.72 15.8 NS NS
US AdvantEdge OT OT JEY 12/12 USD 104.12 –17.6 NS NS

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 10/31 EUR 101.42 –1.0 1.4 6.1
Integrated Emg Markets EUR OT OT CYM 10/31 EUR 75.74 –27.9 –29.3 –9.0
Integrated European EUR OT OT CYM 10/31 EUR 148.65 0.0 –1.5 2.5
Integrated Event Driven EUR OT OT CYM 10/31 EUR 87.20 –18.7 –20.2 –3.6
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 10/31 EUR 117.21 –16.0 –16.4 –3.5
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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India’s print media retrench

Kuwait scraps Dow deal
Parliament sours on
$7.5 billion stake in
chemicals venture

By Lauren A.E. Schuker

Walt Disney Co. said it won’t be
involved in a third “Chronicles of
Narnia” movie, pulling out of a long-
standing partnership with co-pro-
ducer Walden Media to finance the
children’s franchise that once repre-
sented one of the most promising
film properties in the Disney stable.

Disney cited “budgetary consider-
ations and other logistics” as reasons
for not financing the film. But the stu-
dio’s decision comes in the midst of a
sharp downward turn for the fran-
chise, based on the popular fantasy
books by C.S. Lewis. The series’ first
film, “The Chronicles of Narnia: The
Lion, the Witch and the Wardrobe,”
grossed $745 million world-wide in

2005, and Disney made plans to par-
ticipate in a fleet of sequels.

However, the second film in the
series, “The Chronicles of Narnia:
Prince Caspian,” brought in just
$419 million world-wide when it
was released earlier this year. Re-
ports at the time of the film’s May re-
lease estimated that it cost as much
as $200 million to produce, not
counting marketing costs.

Disney’s move comes in the wake
of major cutbacks at the Hollywood
studios, as financing deals dry up
with the credit crisis on Wall Street.
Overall budgets are tighter, forcing
studios to trim the number of films
they are releasing each year, espe-
cially movies that have a poor prog-
nosis in the marketplace.

Some of Walden Media’s recent
films, such as “Nim’s Island” and “Mr.
Magorium’s Wonder Emporium,”
have also stumbled at the box office,
though its 3-D film “Journey to the
Center of the Earth” performed well
this summer. A spokesman for
Walden Media, owned by Phil An-
schutz, said the company remains
committed to the “Narnia” franchise.

It isn’t clear what Disney’s move
will mean for future “Narnia” mov-
ies, but Walden plans to actively
shop the project to other partners.
The third installment of the fantasy
series, called “The Voyage of the
Dawn Treader,” was set to shoot
early next year for a planned May
2010 release. A director and actors
were already attached.

Disney gets out of Narnia franchise

PepsiCo Inc.

Football star David Beckham has
ended a 10-year deal with PepsiCo
Inc. “David’s football legacy will live
on and everyone at Pepsi will con-
tinue to be as passionate about his
success as we have been over the
last 10 years,” the soft drinks manu-
facturer said. “We wish David well
with the many projects he is pursu-
ing and look forward to the possibil-
ity of partnering together with him
again someday.” The 33-year-old
England midfielder, who is playing
for AC Milan in Italy on loan from
Major League Soccer’s Los Angeles
Galaxy, enjoys global renown and
still has lucrative sponsorship deals
with major brands like Adidas AG
and Giorgio Armani SpA. “I have
nothing but good memories of my
association with Pepsi,” said Mr.
Beckham. “I’ve played a gladiator, a
cowboy, a surfer, and worked along-
side Beyoncé and Jennifer Lopez as
well as some of the biggest names in
world football.”

By Romit Guha

BANGALORE, India—India’s
print-media industry is being
forced to delay expansion plans, lay
off staff, freeze hiring and cut the
number of pages as companies re-
duce the amount they spend on ad-
vertisements to cope with a soften-
ing economy.

The tough times are a reversal in
fortune for the world’s third-largest
news-daily market, which had until
recently been booming with new dai-
lies launching every month.

A decline in newsprint prices has
offered some succor to the industry,
but it isn’t enough to offset the ef-
fects of slowing advertisement reve-
nue, which contributes more than
three-fourths to a newspaper’s total
revenue, analysts say.

“These are very uncertain times, a
very challenging environment. The

cumulative effect of the [current]
times is that the advertisement indus-
try is experiencing a volume slow-
down,” said Rajiv Verma, chief execu-
tive at HT Media Ltd., which pub-
lishes the popular English language
daily the Hindustan Times. Mint, a
business newspaper from HT, has an
exclusive agreement with Wall Street
Journal publisher Dow Jones & Co. to
publish Journal-branded news and in-
formation in India.

The dynamics of India’s newspa-
per sector are different from those of
saturated markets in the West, with
India’s benefiting from growing read-
ership because of an increasing liter-
acy rate, as well as a relatively low
penetration rate of the Internet.

“The current problems are more
to do with the overall [Indian] eco-
nomic situation,” said Anand Shah,
an analyst at Mumbai-based broker-
age Angel Broking, who added that

circulation is still expected to grow
about 5% to 8% a year for the next
few years.

India’s economy, which has ex-
panded an average of 8.8% over the
past four years, is showing signs of fa-
tigue as the global economy slumps.

Advertising revenue, in turn, is
expected to grow an average of 10%
to 12%, much slower than the 18% av-
erage growth the industry has seen
in the past two years, Mr. Shah said.

Sectors such as realty, automo-
biles and financial services have “al-
most stopped” advertising, while
travel and tourism have slowed,
said another Mumbai-based ana-
lyst. Together, these sectors contrib-
ute more than 30% to total advertis-
ing spending.

Total ad spending in India is 190 bil-
lion to 200 billion rupees, or about $4
billion, with the print media account-
ing for half, according to Mr. Shah.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Cadbury PLC

Asahi Breweries will buy
Australian drinks business

Cadbury PLC reached a condi-
tional agreement Wednesday to sell
its Australian drinks business to
Asahi Breweries Ltd. of Japan for
£550 million ($806 million), barely
a week after the unit was put on the
market. A sale of the unit will end a
process begun more than three
years ago that leaves the U.K. maker
of Dairy Milk chocolate and Trident
chewing gum focused purely on the
confectionery market—a category
recognized as among the most resil-
ient in a consumer downturn. The
net cash proceeds of the sale will be
used to repay the Œ600 million bond
that matures in June 2009. Asahi
has been keen to grow outside its
home market.

Deutsche Bank AG

Deutsche Bank AG reacted an-
grily last week to a criticism of its
Chief Executive Josef Ackermann by
Protestant Bishop Wolfgang Huber,
calling it a personal attack. In an arti-
cle published on Christmas Eve in
the German newspaper Berliner Zei-
tung, Mr. Huber singled out Mr. Ack-
ermann as a negative example in an
era in which “money has become
God.” Mr. Ackermann earlier this
month said he still sees the invest-
ment-banking business as attractive
and expects it to contribute signifi-
cantly to Deutsche Bank’s earnings.
Citing an “ethical duty” to “long-
term values and stability,” Mr. Hu-
ber criticized Mr. Ackermann’s fore-
cast. “What could [these values]
mean concretely?” he said.

By Jeffrey Ball

and Chip Cummins

Kuwait scuttled its multibillion-
dollar joint-venture deal with Dow
Chemical Co. that was set to take ef-
fect Thursday, in a major blow to the
chemical giant. The move is also the
latest sign of how plummeting energy
prices are roiling the global economy.

Dow said Kuwaiti officials in-
formed the company Sunday that the
country is scrapping a deal under
which a state-owned Kuwait petro-
leum company was to pay Dow $7.5
billion for a 50% stake in several basic-
chemicals plants.

The decision by Kuwait’s top petro-
leum-policy council came less than a
week before the Kuwaiti company,
Petrochemical Industries Co., or PIC,
was due to pay Dow; both companies
were also planning to collect $1.5 bil-
lion apiece from the joint venture,
which was known as K-Dow Petro-
chemicals.

That money was supposed to help
finance Dow’s $15.3 billion purchase
of Rohm & Haas Co., which makes
coatings and electronic materials. An-
alysts have said for some time that if
the Kuwait deal was cancelled, it
would call into question the Rohm &

Haas acquisition, which is slated to
close in early 2009.

Dow said in a statement that it is
“extremely disappointed” with Ku-
wait’s decision and is “evaluating its
options” under the agreement it had
with PIC, a subsidiary of Kuwait Pe-
troleum.

The apparent unraveling of the
massive deal is the latest sign of how
roller-coaster energy prices are
whipsawing industry. Dow an-
nounced the Kuwaiti joint venture
about a year ago, when soaring en-
ergy prices were forcing the com-
pany to search farther afield for af-
fordable supplies of natural gas,
which Dow consumes in huge quanti-
ties to make its chemicals. But en-
ergy prices have cratered since then—
leading countries like Kuwait, which
hold vast stores of hydrocarbons, to
reconsider whether now is the best
time to be undertaking big deals.

Kuwait’s decision is a serious set-
back to Dow, which saw the joint-ven-
ture deal as crucial to improving the
company’s long-term profitability.
For several years, Dow Chief Execu-
tive Andrew Liveris has been trying
to reposition the company, moving it
away from producing low-margin
commodity chemicals and into the
higher-margin specialty chemicals
business.

Earlier this year, Mr. Liveris de-
scribed the Kuwait joint venture as
“truly a partnership for the ages.”

But Kuwaiti members of Parlia-
ment had recently raised objections

to the deal, worrying it would prove
less profitable than the country had
anticipated given the recent drop in
energy prices.

Kuwait’s state news agency, Kuna,
reported Sunday that the sheikh-
dom’s top petroleum-policy council,
which is chaired by the prime minis-
ter, decided to cancel the deal. The
government didn’t give any more de-
tails about its decision.

In an interview this summer, Mr.
Liveris described the day he an-
nounced the Kuwait deal, on live tele-
vision, as one of the best in his long ca-
reer at Dow.

It wasn’t long after that, though,
that ominous signs emerged. Earlier
this month, Dow renegotiated the
deal with Kuwait and agreed to ac-
cept a total of $9 billion, including the
money borrowed by K-Dow, or about
$500 million less than Dow Chemical
originally planned.

Mr. Liveris said in an interview at
the time that the reduced price re-
flected the turmoil in the chemical in-
dustry as the global economic slow-
down slashed demand for chemical
products.

A week later, Dow announced ma-
jor cutbacks amid the weak econ-
omy. It said it was cutting 5,000 jobs,
or about 11% of its work force, and re-
ducing the number of contractors it
hires by about 6,000, or 30%. In addi-
tion, Dow said it would shut 20
plants and idle 180—about a third of
its plants globally—and try to sell
several businesses.

Fortis NV

Fortis NV incurred a loss of Œ295
million ($411 million) as the com-
pany sold dollars and pounds it had
bought to prepare for BNP Paribas
SA’s now-stalled acquisition of cer-
tain Fortis assets. Fortis said
Wednesday that the loss reduced its
pro forma net cash position at the
end of September to Œ1.8 billion
from the Œ2.1 billion previously re-
ported. Shareholders’ equity, pro
forma, fell to Œ6.4 billion from the
Œ6.7 billion it had reported. The euro
has gained about 8% against the dol-
lar since Dec. 8, the day Fortis said it
bought the currency. “Given the cur-
rent uncertainty, Fortis decided to
sell the U.S. dollars and pounds ster-
ling again,” the Brussels-based com-
pany said. A spokesman for French
lender BNP Paribas declined to com-
ment Wednesday. The loss is equiva-
lent to 10 European cents a share,
KBC analyst Dirk Peeters said.Hypo Real Estate Holding AG

German prosecutors said Satur-
day they have launched several in-
vestigations into suspected insider
trading at troubled lender Hypo
Real Estate Holding AG. Investiga-
tors were looking at the sale of large
numbers of shares in the company
before it first warned of troubles
during the global financial crisis,
said Anton Winkler, a spokesman
for Munich prosecutors. Mr. Win-
kler said the inquiries started in Feb-
ruary but declined to name any of
those being investigated. In August,
Hypo Real Estate reported a 28%
drop in second-quarter net profit,
then-Chief Executive Georg Funke
said that the company’s commercial
real-estate and public-finance busi-
nesses were “strong.” The bank ran
into trouble in September as credit
froze. It received a government res-
cue package.

AstraZeneca PLC

AstraZeneca PLC said Wednes-
day that the U.S. Food and Drug Ad-
ministration has asked for more in-
formation regarding the drug Sero-
quel, which AstraZeneca is trying
to get approved for use by people
suffering from depression. Sero-
quel XR, one of AstraZeneca’s best-
selling drugs, is currently approved
in the U.S. only for the treatment of
schizophrenia or bipolar disorder,
a disease characterized by dra-
matic and severe mood swings. But
AstraZeneca has applied to the FDA
to market the drug for the treat-
ment of major depressive disorder
in adult patients. The London-
based drug maker said the FDA has
sought more information in a so-
called complete response letter, or
a CRL, to that application. The com-
pany said it didn’t know if, or when,
the drug would get approval for
treating depression.

Adams Childrenswear Ltd.

U.K.-based Adams Childrens-
wear Ltd. said Sunday it has taken a
step toward filing for bankruptcy
protection. The 75-year-old retailer
submitted court papers last week,
indicating it planned to appoint ad-
ministrators. Adams is the latest ad-
dition to a growing list of U.K. retail-
ers to run into trouble as the coun-
try heads into a prolonged reces-
sion. On Christmas Eve, Zavvi Retail
Ltd., which sells music, games and
DVDs, filed for administration, blam-
ing the collapse of Woolworths
Group PLC’s distribution arm. With
125 stores and about 2,400 perma-
nent employees, Zavvi is Britain’s
largest independent entertainment
retailer. It was created by a manage-
ment buyout of the Virgin Megas-
tores unit from Virgin Group Ltd.
just over a year ago.

Executive Travel Program
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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 12/22 GBP 6.47 –31.6 –31.0 –15.1
Andfs. Borsa Global GL EQ AND 12/22 EUR 5.72 –40.3 –39.9 –20.8
Andfs. Emergents GL EQ AND 12/22 USD 10.02 –52.8 –51.9 –19.9
Andfs. Espanya EU EQ AND 12/22 EUR 10.68 –39.5 –39.6 –19.4
Andfs. Estats Units US EQ AND 12/22 USD 12.00 –40.9 –39.7 –19.9
Andfs. Europa EU EQ AND 12/22 EUR 6.37 –42.6 –42.3 –22.3
Andfs. Franca EU EQ AND 12/22 EUR 8.12 –42.3 –42.0 –23.3
Andfs. Japo JP EQ AND 12/22 JPY 433.15 –43.9 –42.7 –28.6
Andfs. Plus Dollars US BA AND 12/22 USD 8.38 –21.8 –21.4 –10.4
Andfs. RF Dolars US BD AND 12/22 USD 10.15 –10.4 –10.3 –4.6
Andfs. RF Euros EU BD AND 12/22 EUR 8.96 –18.9 –18.8 –10.9
Andorfons EU BD AND 12/22 EUR 11.97 –21.8 –21.7 –13.2
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 12/22 EUR 8.06 –30.5 –30.3 –16.6
Andorfons Mix 60 EU BA AND 12/22 EUR 8.02 –39.1 –38.1 –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 12/19 USD 136979.95 –47.5 –47.5 –19.2

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 12/23 EUR 10.06 –1.1 –1.0 0.3
DJE-Absolut P GL EQ LUX 12/23 EUR 173.75 –31.1 –29.3 –12.4
DJE-Alpha Glbl P EU BA LUX 12/23 EUR 152.42 –25.5 –23.7 –9.0
DJE-Div& Substanz P GL EQ LUX 12/23 EUR 172.37 –27.7 –26.7 –11.0
DJE-Gold&Resourc P OT EQ LUX 12/23 EUR 123.52 –34.1 –31.0 –13.0
DJE-Renten Glbl P EU BD LUX 12/23 EUR 119.43 –2.2 –1.9 –0.1
LuxPro-Dragon I AS EQ LUX 12/23 EUR 93.00 –48.6 –49.0 –12.4
LuxPro-Dragon P AS EQ LUX 12/23 EUR 90.89 –49.8 –50.1 –13.4
LuxTopic-Aktien Europa EU EQ LUX 12/23 EUR 14.29 –25.9 –25.0 –7.6
LuxTopic-Pacific AS EQ LUX 12/23 EUR 9.21 –57.1 –56.4 –25.8

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 12/23 EUR 38.63 –64.8 –64.6 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 12/23 USD 41.46 –66.4 –65.6 NS
(Lux) Russian EUR EE EQ LUX 12/23 EUR 31.62 –72.2 –72.7 NS
(Lux) Russian USD EE EQ LUX 12/23 USD 33.90 –73.5 –73.4 NS
Balkan Fund EE EQ SWE 12/23 SEK 11.31 –66.1 –65.3 –30.2
Baltic Fund EE EQ SWE 12/23 SEK 31.87 –56.7 –56.4 –33.2
Eastern European Fund EU EQ SWE 12/23 SEK 20.64 –62.3 –62.7 –30.7
Russian Fund EE EQ SWE 12/23 SEK 578.71 –66.9 –67.5 –34.8
Turkish Fund EE EQ SWE 12/23 SEK 4.74 –58.7 –57.6 –20.8

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 12/18 CHF 78.16 –48.2 –47.2 –14.6
HF-World Bds Abs Ret OT OT CHE 12/18 USD 71.48 –21.7 –20.8 –9.3

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 12/23 USD 243.92 –21.7 –21.6 –9.4

Sel Emerg Mkt Equity GL EQ GGY 12/23 USD 128.15 –52.6 –51.6 –20.7
Sel Euro Equity EUR US EQ GGY 12/23 EUR 72.68 –50.3 –50.2 –29.4
Sel European Equity EU EQ GGY 12/23 USD 134.40 –52.6 –51.7 –27.4
Sel Glob Equity GL EQ GGY 12/23 USD 138.94 –49.1 –48.6 –26.9
Sel Glob Fxd Inc GL BD GGY 12/23 USD 128.79 –12.2 –11.0 –4.4
Sel Pacific Equity AS EQ GGY 12/23 USD 85.81 –51.3 –50.0 –20.8
Sel US Equity US EQ GGY 12/23 USD 96.16 –43.7 –44.2 –23.2
Sel US Sm Cap Eq US EQ GGY 12/23 USD 122.25 –47.1 –48.2 –28.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 12/23 EUR 291.05 –19.3 –19.2 –9.6
DSF 50/50 EU BA LUX 12/23 EUR 214.58 –27.7 –27.8 –14.5
DSF 75/25 EU BA LUX 12/23 EUR 160.78 –36.0 –36.0 –19.7
KBC Eq (L) Europe EU EQ LUX 12/23 EUR 376.54 –50.5 –50.3 –29.7
KBC Eq (L) Japan JP EQ LUX 12/23 JPY 16620.00 –43.8 –43.5 –30.5
KBC Eq (L) NthAmer EUR US EQ LUX 12/23 EUR 437.27 –43.2 –43.8 –22.2
KBC Eq (L) NthAmer USD US EQ LUX 12/23 USD 635.48 –41.7 –42.3 –20.0
KBL Key America EUR US EQ LUX 12/22 EUR 307.62 –47.4 –47.3 –24.1
KBL Key America USD US EQ LUX 12/22 USD 320.91 –46.8 –46.7 –22.7
KBL Key East Europe EU EQ LUX 12/22 EUR 1084.18 –68.1 –68.0 –38.7
KBL Key Eur Sm Cie EU EQ LUX 12/22 EUR 614.37 –55.2 –54.6 –33.8
KBL Key Europe EU EQ LUX 12/22 EUR 509.26 –42.3 –41.9 –24.3
KBL Key Far East AS EQ LUX 12/22 USD 903.70 –52.7 –51.2 –21.0
KBL Key Major Em Mkts GL EQ LUX 12/22 USD 346.12 –62.8 –61.6 –24.8
KBL Key NaturalRes EUR OT EQ LUX 12/22 EUR 330.74 –46.8 –46.2 –18.5
KBL Key NaturalRes USD OT EQ LUX 12/22 USD 350.51 –49.3 –47.8 –16.1
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Banks get dueling orders
U.S. officials say lend
more and save more;
can they do both?

Hit by global auto slump,
Ssangyong Motor seeks loan
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By Damian Paletta

And David Enrich

Federal regulators are sending a
mixed message to U.S. banks: Lend
more to boost the economy, but at
the same time, build up capital to pro-
tect against losses.

Publicly, officials are pushing
banks to make loans, tweaking them
for taking government money while
they tighten lending standards and
turn away borrowers with less than
perfect credit records. Privately,
though, some bankers say regulators
are urging them to build capital cush-
ions that are considerably thicker
than what is officially required to be
classified as a healthy institution.

Other banks are being forced to
set aside more money to protect
against losses on loans normally con-
sidered safe.

Regulators themselves are under
criticism for failing to prevent the
reckless lending practices that
fueled the credit crisis. Now, with
bank profits plunging and troubled
loans soaring, U.S. government regu-
lators say the tough talk will help
gird the industry as it faces even
more pressure amid a potentially
deep recession.

Twenty-five banks have failed so
far this year, and regulators are wor-
ried that at least another 200 banks
may be at risk of collapsing. But bank-
ers complain that the U.S. govern-
ment is sending a mixed message, es-
pecially to the roughly 200 institu-
tions that are receiving capital
through the Treasury Department’s
Troubled Asset Relief Program.

“It’s so incongruous when the
four regulators publish a joint press
release imploring banks to lend and
saying they should do their duty un-
der their charter, when at the same
time the regulatory field forces are
bludgeoning community banks to
death,” said Camden Fine, chief exec-
utive of the Independent Community
Bankers of America. The trade group
represents small financial institu-
tions.

“There are some institutions
across the country that are going to
feel this contradictory sense of pres-
sures from those in the government
who want them to lend more and
those who want them to build capi-
tal,” said J. Downey Bridgwater, CEO
of Sterling Bancshares Inc. He said

regulators haven’t been pressuring
the Houston bank, but he says other
bankers are feeling squeezed.

Federal officials say they are try-
ing to walk a fine line between fend-
ing off more bank failures and encour-
aging banks to lend to borrowers
who deserve credit. “We’ve been try-
ing to strike a balance with our exam-
iners for some time, and I think they
are striking the right balance,” Fed-
eral Deposit Insurance Corp. Chair-
woman Sheila Bair said recently.

Since TARP was proposed in late
September as a $700 billion bailout
fund, Treasury Secretary Henry Paul-
son and other government officials
have touted it as a way to jump-start
lending, which has slowed at many
banks that are trying to reduce risk
and conserve capital.

But there are few signs that TARP
is coaxing banks to lend more. Frus-
trated lawmakers have threatened to
withhold the remaining $350 billion
of unallocated TARP funds until
there is proof that banks are using
the capital for new loans. Democrats
want to legally require banks to lend
at least some of the money.

That is much easier said than
done, according to bankers nation-
wide. One reason: They are being
hounded by regulators to sock away
even more capital, which essentially
means they have less money to lend.

Banks generally are required to
hold 6% of their assets as so-called
Tier 1 capital and 10% of assets as
“core” capital. But federal examiners
have been informally boosting those
thresholds, according to bankers and
other industry experts.

“At the moment, for many banks,

eight [percent] is the new six and 12
is the new 10,” said Eugene A. Lud-
wig, former head of the Office of the
Comptroller of the Currency, which
oversees many U.S. banks. Mr. Lud-
wig is now CEO of Promontory Finan-
cial Group, a financial-services con-
sulting firm.

OCC spokesman Robert Garsson
said: “Regulatory capital require-
ments are only minimums. Each
bank’s situation is different, so the
amount of capital actually held at in-
dividual banks will vary depending
upon such factors as the bank’s risk
profile and its ability to raise capital
when needed. And of course, well-
capitalized banks are in a stronger po-
sition to weather the increased
losses from a recession.”

Bank executives were reluctant to
speak publicly about their interac-
tions with regulators, but they pri-
vately grumbled about the dueling
pressures. Regulators “aren’t using
their old standards now” when it
comes to capital levels, said the CEO
of a large U.S. bank.

In addition, the OCC is pushing
banks harder to classify more loans
as troubled, a designation that forces
institutions to set aside additional
funds to cover potential defaults.
Regulators are criticizing loans
where there are signs that a bor-
rower may run into trouble in the fu-
ture. In good times, a loan wouldn’t
receive that classification until the
borrower actually falls behind on pay-
ments.

At some banks that regulators re-
gard as troubled, government offi-
cials have been reluctant to approve
TARP infusions unless the banks
agree to bring their Tier 1 ratios up to
8%, said Pat Doyle, co-head of the fi-
nancial institutions group at law
firm Arnold & Porter LLP.

The message is more subtle at rel-
atively healthy banks, said Mr. Doyle,
whose firm advises banks that have
sought TARP funds. He said regula-
tors are telling such banks, “We think
it would be prudent as a risk-manage-
ment tool to increase your capital
just in case the waves break.”

Regulators also have been warn-
ing banks to guard against loosening
credit too much now that the Federal
Reserve has cut interest rates to near
zero. After the Sept. 11, 2001, terror-
ist attacks, the Fed repeatedly cut its
benchmark rate and inadvertently
helped inflate the housing bubble.

“They are very, very aware of that
and are going to be watching that
very closely,” said Edward J. Weh-
mer, CEO of Wintrust Financial
Corp., a banking company with
nearly $10 billion in assets.

U.S. home-prices report
likely to signal more pain
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FDIC’s Sheila Bair says examiners are
‘striking the right balance.’

THE INTERNATIONAL INVESTOR

Bl
oo

m
be

rg
 N

ew
s/

La
nd

ov

By SungHa Park

And In-soo Nam

SEOUL—The global auto slump
has battered Ssangyong Motor Co.,
South Korea’s fifth-largest car maker
by sales, leaving it short of cash and
forced to delay salary payments.
Now the car maker’s effort to seek fi-
nancial aid is hitting snags.

On Friday, executives of China’s
Shanghai Automotive Industry
Corp., which owns 51% of Ssangy-
ong, visited the South Korean gov-
ernment and Ssangyong’s main cred-
itor, Korea Development Bank, to
ask for help.

But KDB set a condition: It will
consider extending loans to
Ssanyong only if SAIC, as the Chinese
company is known, first provide 320
billion won ($245 million) in finan-
cial aid to the car company.

A SAIC spokeswoman declined to
comment on its talks with KDB.

Ssangyong hasn’t been able to
pay its workers this month. A spokes-

man said the payment may be de-
layed until next month. Ssangyong
has halted production for almost
three weeks, until early January.

Earlier this month, the company
asked SAIC for emergency funds. It
also announced restructuring plans
that include output and welfare-ben-
efit cuts. But the plan faced opposi-
tion from Ssangyong’s labor union.

SAIC, meanwhile, has said it
won’t help unless the labor union ac-
cepts the restructuring plan. Ssangy-
ong President Choi Hyung-tak even
said on Dec. 24 that SAIC may pull
out from the company if its labor
union resists. But the company later
said his comment was an appeal to ev-
eryone involved to work together to
revive the car maker.

Ssangyong might still get help
from the South Korean government
indirectly.

The Knowledge Economy Minis-
try said Friday that the government
may consider measures to lend liquid-
ity support to some auto makers.

By Brenda Cronin

A report on home prices out
Tuesday is likely to give the incom-
ing Obama administration ammuni-
tion to push for additional relief for
the housing sector.

The S&P/Case-Shiller index of
U.S. home prices is expected to re-
flect the continuing toll exacted by
the deflating housing bubble. Plung-
ing home prices and foreclosures
were followed by tight credit, soar-
ing unemployment and tumbling ex-
ports in contributing to the year-old
national recession. Sinking home
values are straining the balance
sheets of banks that hold mortgages
or mortgage-related assets. Credit
markets and the overall economy
are unlikely to recover fully until
home prices hit bottom.

In the most recent report, for
September, the Case-Shiller 20-city
composite home-price index fell
17.4% from a year earlier and 1.8%
from the previous month. The in-
dex, which measures prices of sin-
gle-family homes in 20 metropoli-
tan areas, is based on a three-month
moving average.

“We’ve had to repeatedly move
our price forecast down and down,”
said Abiel Reinhart of J.P. Morgan
Chase. “There’s no sign yet of home
prices leveling off or even the rate
of decline decelerating.” J.P. Mor-
gan Chase estimates that the Octo-
ber year-over-year drop will be
18.2% and the monthly decline from
September will be 2.2%.

Even with low mortgage rates
and prices, a “deflationary psychol-
ogy” has some potential home buy-
ers hesitating, Mr. Reinhart said.
“Anyone looking at these home
prices might say…‘maybe they’re go-
ing to fall further so maybe I should
wait some.’ ”

A report last week on home
prices by the Federal Housing Fi-
nance Agency cut a gloomy swath
for the Case-Shiller data. The FHFA
said October home prices nation-
wide were down 7.5% from a year
earlier and 1.1% from September.
The Case-Shiller index includes
homes financed by a broader range
of mortgages than the FHFA mea-
sure, which is based only on homes
that were financed through govern-
ment-backed mortgage giants Fan-
nie Mae and Freddie Mac.
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Gasoline prices ease pain in U.S.

By Andrew Higgins

And Steve Stecklow

An American-backed drive to
curb misconduct at the United Na-
tions is faltering, blighted by bu-
reaucracy and accusations of retalia-
tion against whistle-blowers.

Launched in December 2005
with advice from U.S. officials, the
reform initiative was supposed to
protect U.N. employees who ex-
posed wrongdoing. The U.N.
pledged this would ensure the “high-
est standards of integrity.”

Since then, the organization has
been hit by many allegations of mis-
conduct, from claims that U.N. peace-
keepers in Congo traded guns for gold
with rebels to accusations of corrup-
tion by U.N. employees in Kosovo.

Instead of a streamlined system to
process complaints, the U.N. has set
up no fewer than eight sepa-
rate ethics offices, each with
its own guidelines, dead-
lines for claims and jurisdic-
tion. Other parts of the U.N.
also handle allegations of
misconduct, including an
ombudsman’s office.

“The U.N. isn’t serious
about cleaning up its act,”
says James Wasserstrom, a
former U.N. official in Kos-
ovo who, after becoming a
whistle-blower himself last
year, was placed under investigation
by the U.N. A 25-year veteran of the
U.N., Mr. Wasserstrom, an American,
was eventually cleared of any wrong-
doing and recently filed a retaliation
complaint with a U.N. appeals panel.

The U.N., says Mr. Wasserstrom,
“uses the whistle-blowing program
to get its most ethical staff to stick
their heads above ground in order
to chop them off.”

The U.N. denies this and says it
doesn’t tolerate retaliation against
staff members who report misdeeds.
The U.N. is “very, very diligent in pur-
suing” wrongdoing, says Angela
Kane, the organization’s under-secre-
tary-general for management. She
says there has been a “great culture
change” in the organization.

The U.N. declined to discuss indi-
vidual cases of whistle-blowers who

have alleged retaliation. On the issue
of misconduct in general, the organi-
zation says some senior officials have
been punished after reports of wrong-
doing by colleagues.

The system for rooting out mis-
conduct mirrors the organization as
a whole—a sprawling array of fief-
doms. U.S. officials have been frus-
trated by the plethora of separate
bodies monitoring what they hoped
would be a unified ethics policy.

Canadian attorney Robert Ben-
son says that when he arrived at the
U.N. in May 2007 he assumed that his
New York-based Ethics Office had ju-
risdiction over the entire organiza-
tion. But he soon learned it oversaw
only the U.N. Secretariat—the U.N.’s
main administrative body. Assorted
agencies and funds opted to set up
their own ethics bureaus. “I wasn’t a
student of the United Nations,” says

Mr. Benson. “Would it be
better to have one office?
Absolutely.”

The U.N. says it has no im-
mediate plans to consolidate
the various ethics bureaus,
but it is finalizing one set of
ethical standards to be fol-
lowed by all its agencies.

While the U.N. is sup-
posed to start up in January
a new internal justice sys-
tem staffed by professional
judges, so far judges haven’t

been appointed. The U.N. blames this
in part on member states, which de-
layed approving rules that would gov-
ern the new arrangement.

In February of last year, Mr.
Wasserstrom, the American whistle-
blower, began making reports to
New York about mismanagement
and possible corruption in Kosovo’s
energy sector on the part of senior
U.N. officials in the formerly Ser-
bian-controlled region.

He provided no concrete evi-
dence of graft. But in communica-
tions with the Office of Internal Over-
sight Services, the U.N.’s main inves-
tigative unit, Mr. Wasserstrom
passed on information relating to a
proposed new power plant known as
Kosovo C. This included claims that
U.N. officials were taking kickbacks.
He says he had “no way of knowing if

the information was true or not, but
it was at the very least very worrying
and needed to be investigated.”

At the time, Mr. Wasserstrom was
the head of a U.N. office in Kosovo that
monitored the electricity utility and
other publicly owned enterprises. He
also alleged that the U.N. Kosovo mis-
sion was colluding with local politi-
cians to undermine the independence
of publicly owned enterprises.

The OIOS declined to comment on
the outcome of an investigation into
the corruption and mismanagement
concerns raised by Mr. Wasserstrom.

At the same time that OIOS was
looking into Mr. Wasserstrom’s alle-
gations, the U.N.’s personnel depart-
ment in Kosovo announced what it
said was a long-scheduled decision:
Mr. Wasserstrom’s job was about to
be eliminated.

Facing unemployment, he signed
a contract to work as a private con-
sultant for Kosovo’s main airport
and the region’s telecommunica-
tions agency. Senior U.N. officials in

Kosovo—the same people he wanted
investigated—accused him of violat-
ing procedure and placed him under
investigation for conflict of interest.

Detained at the Kosovo border
by U.N. police in June last year, Mr.
Wasserstrom says he had his Ameri-
can passport seized and car
searched. His apartment in the Kos-
ovo capital Pristina was also
searched. Investigators sealed off
his office, confiscated his computer
and placed a “wanted poster” at en-
trances to the U.N. mission’s Kosovo
headquarters. It featured a mug
shot of Mr. Wasserstrom and an or-
der barring the American from the
premises. Official U.N. documents
on the matter reviewed by The Wall
Street Journal confirm this account.

“They treated me like a common
criminal,” says Mr. Wasserstrom. Af-
ter an investigation lasting nearly 11
months, he was cleared earlier this
year of any wrongdoing. Mr. Wasser-
strom in the meantime filed a retalia-
tion complaint with Mr. Benson’s Eth-

ics Office in New York. The U.N. says
that 45 people similarly complained
of retaliation over the 12-month pe-
riod up to this July and that 18 of these
cases warranted preliminary review.

In a letter to Mr. Wasserstrom
in April, Mr. Benson said that
while some of the measures taken
against him “appeared to be exces-
sive” and involved “investigative
failures,” a detailed study of his
treatment by U.N. investigators
“did not find any evidence that
these activities were retaliatory.”

Mr. Benson says he isn’t allowed
to comment on individual cases. The
OIOS, which investigated Mr. Wass-
erstrom’s claims, says that retalia-
tion is a “very specific type of con-
duct” and differs from other forms
of mistreatment. In response to writ-
ten questions, it didn’t address Mr.
Wasserstrom’s case directly but
noted that “abuse of authority and
harassment” can also flow from “in-
terpersonal problems” and other is-
sues unrelated to retaliation.

U.N. push to stem misconduct flounders
Three years on, organization lacks unified ethics policy, faces allegations of retaliation against whistle-blowers

By Sudeep Reddy

The weakening U.S. labor market
is compressing consumer incomes
and spending, though the sharp de-
cline in gasoline prices is offsetting
those troubles for now.

Companies shed jobs at a quick-
ening pace in the week of Dec. 15,
pushing initial unemployment
claims to 586,000, up 30,000 from
a week earlier, the Labor Depart-
ment said.

New jobless claims are at their
highest level since November 1982.
Continuing claims for unemploy-
ment compensation edged slightly
lower to 4.37 million in the latest re-
port but remained historically high,
underscoring the difficult environ-
ment for job hunters.

Troubles in the labor market are
expectedtorestrainconsumerspend-
ing.Consumptionfell0.6%inNovem-
ber from a month earlier, the Com-
merce Department said Wednesday.

That marked the fifth straight
monthly decline.

But spending adjusted for infla-
tion rose 0.6%—the first gain since
May—as gasoline prices tumbled,
one of the few positive develop-
ments for consumers in recent
months. The decline in fuel prices
also pushed inflation-adjusted dis-
posable income up 1% for the
month, as nominal disposable in-
come dipped 0.1% and overall per-
sonal income fell 0.2%.

Consumers are growing more
cautious despite the relief from
lower energy prices, pushing the na-
tion’s personal saving rate to 2.8%
in November from 2.4% in October.
The rising saving rate—the differ-
ence between disposable income
and consumption—is partly due to
tighter credit, which limits borrow-
ing capacity, and consumers trying
to restore losses from falling home
values and tumbling stock prices.
That is expected to hurt overall

spending, which drives more than
70% of economic activity, even more
in the coming months.

Consumers will face “much
weaker income growth over the
next few months, and this will cause
even more conservative behavior
and less spending,” said BNP
Paribas economist Brian Fabbri.

Economists expect consumer
spending to decline in the fourth
quarter, though falling energy and
food prices are likely to make the
drop less severe than the third-quar-
ter decline.

The Commerce Department’s
price index for personal-consump-
tion expenditures, a closely watched
inflation gauge, fell 1.1% in Novem-
ber, with the year-over-year in-
crease at 1.4%. The “core” measure,
which excludes energy and food
prices, remained unchanged on a
monthly basis and posted a 1.9%
gain from a year earlier. Federal Re-
serve officials generally define price

stability as an annual inflation rate
between 1.5% and 2%.

The economy is still expected to
contract sharply in the current quar-
ter and the first quarter of 2009, but
the softening prices are offsetting

the decline slightly. After the re-
port, Morgan Stanley economists
said fourth-quarter economic out-
put is now on track to drop at a 5.9%
annual rate instead of the 6.4% de-
cline estimated earlier.

ECONOMY & POLITICS

Flags fly in front of the United Nations Headquarters in New York. The U.N. has no fewer than eight separate ethics offices,
each with its own guidelines, deadlines for claims and jurisdiction. Other parts of the U.N. also handle allegations of misconduct.

Kofi Annan

Weekly initial jobless claims, 
seasonally adjusted

Consumer spending,
change from a month earlier

Sources: U.S. Labor Department (jobless claims); U.S. Commerce Department (spending)

U.S. jobless claims up, spending down

Week ended Dec. 20: 586,000 November: down 0.6% from October
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 12/24 USD 7.89 –45.5 –46.4 –24.7
Am Blend Portfolio I US EQ LUX 12/24 USD 9.22 –45.0 –46.0 –24.1
Am Growth A US EQ LUX 12/24 USD 22.22 –37.8 –38.8 –15.8
Am Growth B US EQ LUX 12/24 USD 18.87 –38.4 –39.4 –16.7
Am Growth I US EQ LUX 12/24 USD 24.43 –37.3 –38.3 –15.2
Am Income A US BD LUX 12/24 USD 7.13 –12.4 –11.6 –4.1
Am Income A2 US BD LUX 12/24 USD 15.11 –12.0 –11.5 –4.1
Am Income B US BD LUX 12/24 USD 7.13 –13.0 –12.2 –4.8
Am Income B2 US BD LUX 12/24 USD 13.11 –12.7 –12.2 –4.8

Am Income I US BD LUX 12/24 USD 7.13 –11.9 –11.0 –3.6
Am Value A US EQ LUX 12/24 USD 6.86 –41.0 –42.1 –22.6
Am Value B US EQ LUX 12/24 USD 6.37 –41.7 –42.8 –23.4
Am Value I US EQ LUX 12/24 USD 7.32 –40.6 –41.7 –22.0
Asian Technology A OT EQ LUX 12/24 USD 8.37 –47.9 –47.8 –27.9
Asian Technology B OT EQ LUX 12/24 USD 7.40 –48.3 –48.3 –28.6
Asian Technology I OT EQ LUX 12/24 USD 9.26 –47.4 –47.4 –27.3
Emg Mkts Debt A GL BD LUX 12/24 USD 11.64 –20.3 –19.9 –7.7
Emg Mkts Debt A2 GL BD LUX 12/24 USD 13.89 –19.9 –19.8 –7.6
Emg Mkts Debt B GL BD LUX 12/24 USD 11.64 –21.1 –20.7 –8.6
Emg Mkts Debt B2 GL BD LUX 12/24 USD 13.51 –20.7 –20.7 –8.5
Emg Mkts Debt I GL BD LUX 12/24 USD 11.64 –19.9 –19.5 –7.2
Emg Mkts Growth A GL EQ LUX 12/24 USD 19.45 –58.0 –58.4 –24.1
Emg Mkts Growth B GL EQ LUX 12/24 USD 16.65 –58.4 –58.8 –24.9
Emg Mkts Growth I GL EQ LUX 12/24 USD 21.39 –57.6 –58.1 –23.5
Eur Blend A EU EQ LUX 12/24 EUR 8.72 –50.5 –50.7 –30.0
Eur Blend I EU EQ LUX 12/24 EUR 8.90 –50.1 –50.3 –29.5
Eur Growth A EU EQ LUX 12/24 EUR 5.34 –48.7 –49.1 –27.5
Eur Growth B EU EQ LUX 12/24 EUR 4.85 –49.2 –49.6 –28.2
Eur Growth I EU EQ LUX 12/24 EUR 5.77 –48.3 –48.8 –26.9
Eur Income A EU BD LUX 12/24 EUR 5.08 –23.2 –22.9 –13.1
Eur Income A2 EU BD LUX 12/24 EUR 9.20 –22.9 –22.8 –13.1
Eur Income B EU BD LUX 12/24 EUR 5.08 –23.7 –23.4 –13.7
Eur Income B2 EU BD LUX 12/24 EUR 8.62 –23.4 –23.4 –13.7
Eur Income I EU BD LUX 12/24 EUR 5.08 –22.8 –22.4 –12.6
Eur Strat Value A EU EQ LUX 12/24 EUR 6.62 –52.6 –52.7 NS
Eur Strat Value I EU EQ LUX 12/24 EUR 6.72 –52.2 –52.2 NS
Eur Value A EU EQ LUX 12/24 EUR 6.92 –50.2 –50.4 –30.3
Eur Value B EU EQ LUX 12/24 EUR 6.43 –50.7 –51.0 –31.1

Eur Value I EU EQ LUX 12/24 EUR 7.93 –49.8 –50.0 –29.8
Gl Balanced (Euro) A EU BA LUX 12/24 USD 12.93 –39.2 –38.9 NS
Gl Balanced (Euro) B EU BA LUX 12/24 USD 12.72 –39.8 –39.5 NS
Gl Balanced (Euro) C EU BA LUX 12/24 USD 12.86 –39.4 –39.1 NS
Gl Balanced (Euro) I EU BA LUX 12/24 USD 13.07 –38.8 –38.5 NS
Gl Balanced A US BA LUX 12/24 USD 12.95 –37.5 –37.6 –18.6
Gl Balanced B US BA LUX 12/24 USD 12.44 –38.1 –38.2 –19.4
Gl Balanced I US BA LUX 12/24 USD 13.33 –37.1 –37.2 –18.1
Gl Bond A US BD LUX 12/24 USD 8.53 –3.9 –3.0 0.6
Gl Bond A2 US BD LUX 12/24 USD 14.18 –3.5 –2.9 0.6
Gl Bond B US BD LUX 12/24 USD 8.53 –4.8 –4.0 –0.4
Gl Bond B2 US BD LUX 12/24 USD 12.55 –4.4 –3.8 –0.3
Gl Bond I US BD LUX 12/24 USD 8.53 –3.4 –2.4 1.2
Gl Conservative A US BA LUX 12/24 USD 12.99 –22.0 –22.0 –9.5
Gl Conservative A2 US BA LUX 12/24 USD 14.37 –22.0 –21.9 –9.5
Gl Conservative B US BA LUX 12/24 USD 12.98 –22.8 –22.8 –10.5
Gl Conservative B2 US BA LUX 12/24 USD 13.79 –22.8 –22.7 –10.5
Gl Conservative I US BA LUX 12/24 USD 13.01 –21.5 –21.4 –9.0
Gl Eq Blend A GL EQ LUX 12/24 USD 8.57 –54.4 –54.7 –30.2
Gl Eq Blend B GL EQ LUX 12/24 USD 8.12 –54.8 –55.2 –30.9
Gl Eq Blend I GL EQ LUX 12/24 USD 8.97 –54.0 –54.3 –29.6
Gl Growth A GL EQ LUX 12/24 USD 31.08 –55.0 –55.5 –28.9
Gl Growth B GL EQ LUX 12/24 USD 26.21 –55.5 –56.0 –29.6
Gl Growth I GL EQ LUX 12/24 USD 34.23 –54.7 –55.2 –28.3
Gl High Yield A US BD LUX 12/24 USD 2.94 –33.6 –33.1 –15.9
Gl High Yield A2 US BD LUX 12/24 USD 5.70 –33.1 –33.0 –15.8
Gl High Yield B US BD LUX 12/24 USD 2.94 –34.3 –33.8 –16.8
Gl High Yield B2 US BD LUX 12/24 USD 9.25 –33.8 –33.7 –16.6
Gl High Yield I US BD LUX 12/24 USD 2.94 –33.2 –32.7 –15.4

Gl Value A GL EQ LUX 12/24 USD 8.10 –53.8 –54.0 –31.6
Gl Value B GL EQ LUX 12/24 USD 7.52 –54.2 –54.4 –32.3
Gl Value I GL EQ LUX 12/24 USD 8.55 –53.4 –53.6 –31.1
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 12/24 USD 114.50 –30.2 –31.2 –13.6
Int'l Health Care B OT EQ LUX 12/24 USD 97.56 –30.9 –31.9 –14.4
Int'l Health Care I OT EQ LUX 12/24 USD 124.09 –29.7 –30.7 –12.9
Int'l Technology A OT EQ LUX 12/24 USD 71.02 –49.9 –50.9 –22.3
Int'l Technology B OT EQ LUX 12/24 USD 62.16 –50.4 –51.4 –23.1
Int'l Technology I OT EQ LUX 12/24 USD 78.99 –49.5 –50.5 –21.7
Japan Blend A JP EQ LUX 12/24 JPY 5038.00 –49.5 –51.0 –32.9
Japan Blend I JP EQ LUX 12/24 JPY 5141.00 –49.1 –50.6 –32.3
Japan Growth A JP EQ LUX 12/24 JPY 5280.00 –46.6 –48.3 –31.3
Japan Growth I JP EQ LUX 12/24 JPY 5389.00 –46.2 –47.8 –30.8
Japan Strat Value A JP EQ LUX 12/24 JPY 4787.00 –52.6 –53.9 –34.2
Japan Strat Value I JP EQ LUX 12/24 JPY 4875.00 –52.2 –53.5 –33.6
Real Estate Sec. A OT EQ LUX 12/24 USD 10.32 –48.3 –49.1 –32.8
Real Estate Sec. B OT EQ LUX 12/24 USD 9.53 –48.8 –49.6 –33.4
Real Estate Sec. I OT EQ LUX 12/24 USD 11.00 –47.9 –48.7 –32.2
Short Mat Dollar A US BD LUX 12/24 USD 6.74 –21.2 –20.9 –10.9
Short Mat Dollar A2 US BD LUX 12/24 USD 8.73 –21.1 –20.9 –10.9
Short Mat Dollar B US BD LUX 12/24 USD 6.74 –21.6 –21.3 –11.3
Short Mat Dollar B2 US BD LUX 12/24 USD 8.73 –21.4 –21.3 –11.3
Short Mat Dollar I US BD LUX 12/24 USD 6.74 –20.8 –20.4 –10.3
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Hanwha deal gets extension

HF Distressed Securities
These funds specialize in financially troubled companies. Bankruptcy, distressed sales, or re-
organizations are some opportunities. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending December 26, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

4 Concordia Concordia Advisors USDiBermuda 9.07 24.52 22.66 14.10
Distressed Debt Fund Ltd Bermuda Ltd

4 Scotts Cove Scott`s Cove USDiCayman Isl 13.13 14.07 9.18 9.17
Spe Cre Offshore Fd I, Ltd Capital Management LLC

3 Scotts Cove Scott`s Cove USDiUnited States 12.99 13.94 7.20 8.11
Special Credits Fund I, L.P. Capital Management LLC

4 Talisman Envision Capital USDiUnited States 10.59 11.84 11.22 10.65
Partners LLC Management Ltd. RIA

5 Aslan Aslan Capital USDiCayman Isl 11.20 10.80 9.66 13.98
Capital Fund I Management LP

3 ASM Asia Argyle Street USDiCayman Isl –2.57 9.15 14.49 14.18
Recovery Fund Management Limited

2 Hathersage Hathersage Capital USDiUnited States 8.90 9.08 5.06 1.60
Daily Currency Program Management

NS Valens Laurus Capital USDiCayman Isl 5.54 7.22 NS NS
Offshore Fund Management LLC

3 Contrarian Contrarian Capital USDiUnited States 4.02 5.63 6.62 NS
Capital Finance LP Management LLC

NS Endeavour Endeavour Capital USDiCayman Isl 1.34 5.58 NS NS
Pembroke Fund Limited LLP
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Russian tax policy is key
to potential lumber rally
Levy could prevent
exports as producers
cut output elsewhere
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Japanese stocks
closed at their highest level in more
than six weeks Friday, aided by a re-
port that Asahi Breweries was
likely to beat its profit forecast.

But Indian stocks fell for the
fourth consecutive session on a

higher-than-ex-
pected inflation
rate and concerns
that the poor global
economy will re-

duce business for the software sec-
tor.

Markets in Australia, New
Zealand and Hong Kong were closed
for a second day for the Christmas
holidays.

In Tokyo, the Nikkei Stock Aver-
age rose 1.6% to 8739.52. The ad-
vance came in spite of a slew of
weak industrial and unemployment
data.

Asahi Breweries rose 2.1% after
the Nikkei business daily reported
the beer maker was likely to post a
pretax profit of 98 billion yen
($1.08 billion) for 2008, exceeding
the company’s forecast of 95 billion
yen.

Auto stocks advanced after
sharp recent declines. Toyota Mo-
tor gained 1.9%, while tire maker
Bridgestone added 3.1%.

JFE Holdings slumped 5.7% after
the steelmaker cut production.

The Bombay Stock Exchange’s
benchmark 30-stock Sensitive In-
dex dropped 2.5% to 9328.92, its
lowest close since Dec. 8.

India’s technology firms were
the worst hit on concerns their earn-
ings could decline as the economic
slowdown hurts demand for soft-
ware services in the U.S. Infosys
Technologies dropped 5.3%, and
Wipro fell 2.3%.

Inflation also added to the wor-
ries. Though inflation slowed for
the seventh week in a row to 6.61%
in the week ended Dec. 13, it was
still above the 6.54% median fore-
cast in a Dow Jones Newswires poll.

South Korea’s Kospi eased 0.9%
to 1117.86, dragged down by ship-
builders on concerns about slowing
global economic growth. STX Ship-
building lost 4.3%.
 —Gurdev Singh Virk

and Santanu Chakraborty
in Mumbai contributed

to this article.

By Shen Hong

And Denis McMahon

SHANGHAI—A group of foreign
banks has asked the Chinese govern-
ment to delay a recently imposed tax
on interest paid on money borrowed
from overseas, arguing that the tax
would exacerbate the impact of the
global financial crisis.

The request concerns a new with-
holding tax on interest payments on
all loans to banks in China from over-
seas lenders. The tax, which is retro-
active to Jan. 1, is expected to dispro-
portionately affect the Chinese opera-
tions of foreign banks, which are
more likely to borrow from overseas
sources, such as their parent compa-
nies. Chinese banks typically have
large deposit bases, so are less reli-
ant on borrowing from overseas.

A petition signed by 36 foreign
banks, seen Friday by Dow Jones
Newswires, describes the tax as an ex-
cessive burden on foreign lenders op-
erating in China. The petition was
signed Dec. 23 and addressed to Chi-
na’s State Council, its banking regula-
tor, its central bank and the Ministry
of Finance.

The tax is technically directed at
the offshore lenders, saying they
must pay tax on the interest they
earn on loans made to banks in
China, according to a statement from
the State Administration of Taxation.
However, the China-based entity is re-
sponsible for paying the tax on the
lender’s behalf, the statement said.

Under China’s corporate income-
tax regulations, a 10% withholding
tax will be broadly charged, but a
lower rate of 7% will be placed on
lenders from places with which
China has a tax treaty.

The petition was backed by banks
including the local units of HSBC
Holdings PLC, Standard Chartered
PLC and Bank of East Asia Ltd. Offi-
cials at those three banks didn’t im-
mediately respond to requests for
comment.

The foreign banks have asked that
they only be required to pay the with-
holding tax on interest payments
that occur after Dec. 4 while Beijing
reviews the petition, and that any
back-payment be put on hold.

A cover letter for the petition
from accounting firm Ernst & Young
said the measure, together with re-
cent changes to the banks’ business
tax, could roughly add an additional
one billion yuan ($146.2 million) to
the banking sector’s tax bill this year.

By Lester Aldrich

KANSAS CITY, Mo.—Lumber pro-
ducers and traders may be staring
at a long, cold winter, but some say
the market is laying the foundation
for a rally next year.

Still, for now, it may be hard to
see the forest for the trees as the cur-
rent lumber situation is gloomy.

Housing starts are
down to levels un-
seen in decades,
and no one seems
to want lumber or

plywood in any quantity. Lumber
mills are taking extended downtime
or are closing permanently.

However, by the end of 2008, the
washout of lumber mills will be
done, said Matt Layman, publisher
of Layman’s Lumber Guide.

At that point, lumber production
will be at historic lows, and there
isn’t any reason to think it will re-
cover soon, he said. Housing starts
are off 75% from the 2.2 million
starts of just a few years ago.

Yet the desire to own a home con-
tinues to grow with the population,
Mr. Layman said. Once the credit-
market crunch eases and financing
becomes available again, the real-es-
tate market could see significant
gains from that pent-up demand,
creating a shortage of new houses.

When describing next year’s po-
tential lumber-market rally, at least
one analyst used the term “mas-
sive.” Other market analysts
weren’t that bullish but agreed a

supply-side rally next year is very
possible.

Bob Book, senior lumber analyst
at T.J. & R. Trading Corp., said there
is some interest in owning January-
contract Chicago Mercantile Ex-
change lumber futures because de-
liveries won’t arrive until mid-Feb-
ruary. This avoids year-end inven-
tory taxes and gets product to the
dealers later in the winter and
closer to a spring rally.

Ashley Boeckholt, sales manager
at Chicago-based Bloch Lumber Co.,
said the declining production and
lack of interest in owning wood are
two of the three ingredients needed
to produce a rally.

Once production drops below de-
mand, any slight uptick in consump-
tion could ignite a rally. What might
spark that demand rise will likely be
unforeseen, he said.

About 90% to 95% of lumber buy-
ers want to run with low inventory,
Mr. Boeckholt said.

Adding to this is the incremental
rate of shutdowns by small U.S.
mills, further limiting supply. By
now, many lumber traders are numb
to news of more closures, he said.

The wild card in predicting a
sharp 2009 lumber rally, Mr. Lay-
man said, is Russia’s action regard-
ing a log-export tax.

In early November, Russian
Prime Minister Vladimir Putin an-
nounced a long-awaited log-export
tax would be delayed for nine to 12
months. The tax would have virtu-
ally closed the border to log ex-
ports. But Mr. Putin didn’t cancel
plans to impose the tax, and custom-
ers like China and Finland are seek-
ing alternate supply sources, Mr.
Layman said. For him and other mar-
ket analysts, the only viable alterna-
tive to Russia is Canada.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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Japanese stocks hit 6-week high
on Asahi Breweries profit outlook
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By In-Soo Nam

SEOUL—Korea Development
Bank is effectively extending by
one month the deadline for Han-
wha Group to finalize a contract to
buy a 50.4% stake in Daewoo Ship-
building & Marine Engineering
Co., to give the buyer more time to
secure funds.

KDB, Daewoo’s main creditor,
said Sunday that given the deal’s im-
pact on the country’s economy, it
won’t exercise its right to terminate

the deal until Jan. 30. The contract
is supposed to be signed by Monday.

Hanwha’s bid price far exceeds
six trillion won, or about $4.5 bil-
lion, a person familiar with the mat-
ter said. Hanwha officials weren’t
available for comment.

Hanwha had asked KDB to revise
payment terms for the group’s pur-
chase, citing difficulty raising funds
amid the global credit crunch. The
initial purchase was signed with
Daewoo creditors in mid-November.
Payment is due at the end of March.
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Talk of U.S. collapse lifts Russian academic
Former KGB analyst
becomes media star
with breakup theory

Turkey cuts budgets by 16%
as it seeks to win IMF loan

Voters in Kashmir defy boycott

By Andrew Osborn

MOSCOW—For a decade, Rus-
sian academic Igor Panarin has been
predicting the U.S. will fall apart in
2010. For most of that time, he ad-
mits, few took his argument—that
an economic and moral collapse will
trigger a civil war and the eventual
breakup of the U.S.—very seriously.
Now he has found an eager audi-
ence: Russian state media.

In recent weeks, he has been in-
terviewed as much as twice a day
about his predictions. “It’s
a record,” says Prof. Pa-
narin. “But I think the atten-
tion is going to grow even
stronger.”

Prof. Panarin, 50 years
old, isn’t a fringe figure. A
former KGB analyst, he is
dean of the Russian Foreign
Ministry’s academy for fu-
ture diplomats. He is invited
to Kremlin receptions, lec-
tures students, publishes
booksandappearsintheme-
dia as an expert on U.S.-Russia rela-
tions.

But it is his bleak forecast for the
U.S. that is music to the ears of the
Kremlin, which in recent years has
blamed Washington for everything
from instability in the Middle East
to the global financial crisis. Mr. Pa-
narin’s views also fit neatly with the
Kremlin’s narrative that Russia is re-
turning to its rightful place on the
world stage after the weakness of
the 1990s, when many feared that
the country would go economically
and politically bankrupt and break
into separate territories.

A polite and cheerful man with a
buzz-cut, Mr. Panarin insists he
doesn’t dislike Americans. But he
warns that the outlook for them is
dire.

“There’s a 55-45% chance right
now that disintegration will occur,”
hesays.“Onecouldrejoiceinthatpro-
cess,” he adds, poker-faced. “But if
we’re talking reasonably, it’s not the
best scenario—for Russia.” Though
Russia would become more powerful
on the global stage, he says, its econ-
omy would suffer because it cur-
rently depends heavily on the dollar
and on trade with the U.S.

Prof. Panarin posits, in brief, that
mass immigration, economic de-
cline and moral degradation will
trigger a civil war next fall and the
collapse of the dollar. Around the
end of June 2010, or early July, he
says, the U.S. will break into six
pieces—with Alaska reverting to
Russian control.

In addition to increasing coverage
in state media, which are
tightly controlled by the
Kremlin, Mr. Panarin’s ideas
are now being widely dis-
cussed among local experts.
He presented his theory at a
recent roundtable discus-
sion at the Foreign Ministry.
The country’s top interna-
tional-relations school has
hosted him as a keynote
speaker. During an appear-
ance on the state TV chan-
nel Rossiya, the station cut

between his comments and TV foot-
age of lines at soup kitchens and
crowds of homeless people in the U.S.
The professor has also been featured
on the Kremlin’s English-language
propaganda channel, Russia Today.

Prof. Panarin’s apocalyptic vi-
sion “reflects a very pronounced de-
gree of anti-Americanism in Russia
today,” says Vladimir Pozner, a
prominent TV journalist in Russia.
“It’s much stronger than it was in
the Soviet Union.”

Mr. Pozner and other Russian
commentators and experts on the
U.S. dismiss Prof. Panarin’s predic-
tions. “Crazy ideas are not usually
discussed by serious people,” says
Sergei Rogov, director of the govern-
ment-run Institute for U.S. and Cana-
dian Studies, who thinks Prof. Pa-

narin’s theories don’t hold water.
By some measures, Prof. Panarin

has an impressive résumé, includ-
ing many years in the Soviet KGB, an
experience shared by other top Rus-
sian officials. His office, in down-
town Moscow, shows his national
pride, with pennants on the wall
bearing the emblem of the FSB, the
KGB’s successor agency. It is also
full of statuettes of eagles; a double-
headed eagle was the symbol of
Czarist Russia.

Theprofessorsayshebeganhisca-
reer in the KGB in 1976. In post-Soviet
Russia, he studied political science
and U.S. economics, and worked for
FAPSI, then the Russian equivalent of
the U.S. National Security Agency. He
says he did strategy forecasts for
then-President Boris Yeltsin, saying
the details are “classified.”

In September 1998, he attended
a conference in Linz, Austria, de-
voted to information warfare, the
use of data to get an edge over a ri-
val. It was there, in front of 400 fel-
low delegates, that he first pre-
sented his theory about the collapse
of the U.S. in 2010.

“When I pushed the button on
my computer and the map of the
United States disintegrated, hun-
dreds of people cried out in sur-
prise,” he remembers. He says most
in the audience were skeptical.
“They didn’t believe me.”

At the end of the presentation,
he said many delegates asked him to
autograph copies of the map show-
ing a dismembered U.S.

He based the forecast on classi-
fied data supplied to him by FAPSI
analysts, he added. He predicts that
economic, financial, and demo-
graphic trends will provoke a politi-
cal and social crisis in the U.S. When
the going gets tough, he says,
wealthier states will withhold funds
from the federal government and ef-
fectively secede from the union. So-
cial unrest up to and including a
civil war will follow. The U.S. will
then split along ethnic lines, and for-
eign powers will move in.

California will form the nucleus
of what he calls “The Californian Re-
public,” and will be part of China or
under Chinese influence. Texas will
be the heart of “The Texas Repub-

lic,” a cluster of states that will go to
Mexico or fall under Mexican influ-
ence. Washington and New York will
be part of an “Atlantic America”
that may join the European Union.
Canada will grab a group of north-
ern states Prof. Panarin calls “The
Central North American Republic.”
Hawaii, he suggests, will be a protec-
torate of Japan or China, and Alaska
will be subsumed into Russia.

“It would be reasonable for Rus-
sia to lay claim to Alaska, it was part
of the Russian Empire for a long
time.” A framed satellite image of the
Bering Strait that separates Alaska
from Russia like a thread hangs from
his office wall. “It’s not there for no
reason,” he says with a sly grin.

Interest in his forecast revived
this fall when he published an arti-
cle in Izvestia, one of Russia’s big-
gest national dailies. In it, he reiter-
ated his theory, called U.S. foreign
debt “a pyramid scheme,” and pre-
dicting China and Russia would
usurp Washington’s role as a global
financial regulator.

Americans hope President-elect
Barack Obama “can work mira-
cles,” he wrote. “But when spring
comes, it will be clear that there
are no miracles.”

The article prompted a question
about the White House’s reaction to
Prof.Panarin’sforecastat a December
news conference. “I’ll have to decline
to comment,” spokeswoman Dana
Perino said amid much laughter.

For Prof. Panarin, Ms. Perino’s re-
sponse was significant. “The way
the answer was phrased was an indi-
cation that my views are being lis-
tened to very carefully,” he says.

The professor says he is con-
vinced that people are taking his the-
ory more seriously. People like him
have forecast similar cataclysms be-
fore, he says, and been right. He cites
French political scientist Emmanuel
Todd. Mr. Todd is famous for having
rightly forecast the demise of the So-
viet Union—15 years beforehand.
“When he forecast the collapse of
the Soviet Union in 1976, people
laughed at him,” says Prof. Panarin.
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Divided states | A Russian professor’s prediction of how the U.S. will split

By Niraj Sheth

Voters in the troubled Indian
state of Jammu and Kashmir turned
out in large numbers to cast ballots
in the state elections, dealing sepa-
ratists a setback.

The voters defied a boycott
called by Kashmiri Islamic militant
leaders who oppose Indian rule in
the disputed territory, which is also
claimed by Pakistan.

Still, the election results indicate
that forming an effective state gov-
ernment will be difficult. No single
party won a clear majority in the bal-
loting, and the plurality of seats in
the 87-member state legislature
went to the National Conference
Party, which won 21 of the 69 posts
for which results were announced
Sunday night.

The National Conference Party,
which opposes Kashmiri indepen-
dence, is likely to form a ruling coali-
tion with the Congress Party, which
heads India’s ruling federal coali-
tion government in New Delhi. The
incumbent People’s Democratic
Party, which ran on a platform call-
ing for greater self-rule in the pre-
dominately Muslim state, won 18 as-
sembly seats, according to initial
polling results.

Analysts say the fragmented elec-
tion results shouldn’t greatly influ-
ence relations between India and Pa-
kistan, which have become increas-
ingly tense since the deadly terror-
ist strikes in Mumbai last month.

“For that part of Pakistan that
wants to stoke [the] separatists,
this is something of a letdown,” said
Seema Desai, an Asia analyst with
the New York-based Eurasia Group.

The results are also a poor gauge
for India’s national elections, ex-
pected to be held as early as April.
Jammu and Kashmir, the focal point
of a long-running territorial dispute
with Pakistan, faces a set of issues
unique from the rest of India, ana-
lysts note.

With about 80% of the state’s dis-
tricts reporting results, this elec-
tion’s turnout of more than 60% of
voters exceeded the 44% that cast
ballots in the previous state election
held six years ago. The higher turn-
out is the latest sign that separatist
groups have lost wide public sup-
port in Kashmir, where militant at-
tacks were once a daily occurrence.
Now, Indian officials say as few as
600 armed Islamic insurgents re-
main in the state.

“It doesn’t mean separatists are

over in Kashmir,” said Ms. Desai. “It’s
just that their agenda has been taken
over by more mainstream parties.”

The installation of a new state
government will mark the end of al-
most six months of federal rule that
followed conflicts between Hindu
protesters and police that left more
than 50 people dead. The religion-
based rioting was sparked by a dis-
pute over control of land set aside
for a Hindu pilgrimage site.

If it successfully forms a major-
ity coalition, the National Confer-
ence Party will be returning to
power for the first time since voters
threw it out in 2002 after nearly two
decades of continuous rule. The
party is led by Omar Abdullah, who
gained national fame when he deliv-
ered a strong speech supporting the
ruling Congress Party coalition in
the Indian Parliament in July, when
the federal government faced a no-
confidence vote.

The country’s lone Muslim-ma-
jority state, Jammu and Kashmir is
the only state to have special provi-
sions granting it a high degree of au-
tonomy built into the India’s federal
constitution. Almost all national
laws can take effect in Jammu and
Kashmir only with the state legisla-
ture’s approval.

ASSOCIATED PRESS

ANKARA, Turkey — Turkey’s par-
liament on Saturday cut the budget
allocations of most ministries by as
much as 16% as the country seeks a
loan deal with the International
Monetary Fund.

Parliament voted 324-117 to save
around 5.5 billion liras ($3.6 billion)
in the 2009 budget. That is expected
to please an IMF delegation due to
arrive in Ankara early January. The
IMF has long been urging Turkey to
cut spending.

The budgets of the defense, jus-
tice and transportation ministries
were excluded.

Central Bank Gov. Durmus Yil-
maz on Saturday said Turkey’s
banking sector was sound thanks
to an overhaul of the banking sys-
tem following a deep financial cri-
sis in 2001. But authorities were
pondering how to address a sharp
slowdown in the economy amid lay-
offs and production halts particu-
larly in the country’s leading auto-
motive and textile industries.

Turkey hopes to complete the
talks with the IMF in January and se-
cure a loan of some $25 billion. Tur-

key has to repay around $50 billion
of foreign debt within a year.

The slowdown may push the cen-
tral bank to further cut interest
rates. The overnight lending inter-
est rate between banks now stands
at 17.5%.

However, the Parliament didn’t
revise some key official projections
for 2009, including a target of a 27%
rise in exports and an ambitious 4%
growth in gross domestic product.
A recent report by the Organization
for Economic Cooperation and De-
velopment said Turkey’s growth
rate is expected to decline to below
2% next year.

Turkey’s economy has been
plagued by a current account defi-
cit, and GDP growth slowed in the
third quarter to a rate of only
0.5%. Still, the growth rate in the
first nine months reached 3%. The
jobless rate stood at 10.3% in Sep-
tember.

Inflation has also fueled pro-
tests. Thousands carried torches
in 14 cities on Saturday to protest
against the government, the state-
run Anatolia news agency re-
ported.
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Investigators probing the Ber-
nard Madoff investment scandal are
beginning to turn their attentions to
the middlemen who attracted bil-
lions of investment dollars to Mr.
Madoff’s funds, said a person famil-
iar with the U.S. government effort.

Authorities are interested in what
the middlemen told clients about
how their money was being invested,
said this person, and whether they
disclosed Mr. Madoff’s involvement
in managing client funds. There are
no allegations that these go-be-
tweens, or feeders, knew anything
about Mr. Madoff’s scheme.

At last count, wealthy individuals,
foundations and banking giants have
disclosed some $30 billion of losses
at the hands of Mr. Madoff, who has
himself claimed potential losses of as
much as $50 billion. The middlemen
also say they have been victimized
and have lost personal fortunes.

On Friday, a close relative of Rene-
Thierry Magon de la Villehuchet, a
New York-based Madoff middleman
who died in an apparent suicide Dec.
23, said Mr. de la Villehuchet had lost
his life savings in the Madoff scandal.

Still, Mr. Madoff’s alleged Ponzi
scheme might have ended decades
ago if he hadn’t been able to bring in
more and more cash. To keep the
money flowing, he turned to a group
of middlemen who pitched the invest-
ing strategy. They received fees from
the Madoff cash stream—and many
of them became wealthy in turn.

Some middlemen have since been
sued by clients, who say that they ne-
glected their duties to detect fraud,
and in some cases didn’t reveal they
were actually invested with Mr. Mad-
off. None of the feeders has been ac-
cused of wrongdoing by authorities.

What follows are brief sketches of
five Madoff middlemen.

Robert Jaffe

Philanthropist Robert Jaffe rose
to the top of Palm Beach society with
his dashing looks, strong golf game,
wealthy wife and ready access to a
powerful friend: Bernard Madoff.

Now, the 64-year-old Mr. Jaffe is
facing tough questions from dozens
of investors in Palm Beach who say
they lost millions with Mr. Madoff. At
a glitzy party at The Mar-a-Lago
country club earlier this month, Jer-
ome Fisher, co-founder of Nine West
shoes, confronted Mr. Jaffe and
screamed, “You’ve got a lot of nerve
showing up here!” according to two
people who witnessed the event.

For Mr. Jaffe, the Madoff scandal
harms a sterling image cultivated
over the years. With his tailored suits

and a green vintage MG convertible,
Mr. Jaffe was well connected with
the other millionaires and billion-
aires of Palm Beach.

Through a spokesman, Mr. Jaffe
said he “had absolutely no knowl-
edge of the fraud, and like so many
others is a victim of these tragic
events.”

Mr. Jaffe started out as a stock
broker. From 1969 until 1980 he
worked for E.F. Hutton and from 1980
to 1989 he became a manager at Co-
wen & Co. In 1989 he became the man-
ager of the Boston office for Cohmad
Securities, a firm co-owned by Mr.
Madoff that helped attract investors
to his fund. The Massachusetts Secre-
tary of State has subpoenaed Co-
hmad seeking details of its relation-
ship with Mr. Madoff’s firm.

Mr. Jaffe is married to Ellen Sha-
piro, the daughter of Carl Shapiro, an
apparel tycoon who launched Kay
Windsor Inc. Mr. Shapiro has said he
lost more than $400 million person-
ally, according to people familiar
with his situation.
 —Robert Frank

Stanley Chais

In rarified realms of Los Angeles,
some investors simply called it “The
Arbitrage.”

Few people could explain how
“The Arbitrage” worked, except that
it was an exclusive investment pool
run by Stanley Chais, a private inves-
tor from Beverly Hills with a New
York accent and a knack for the finan-
cial markets.

His investors, mostly from
well-to-do Jewish families, came to
appreciate Mr. Chais’s remarkably
consistent returns of between 10% to
15% per year. The strategy of “The Ar-
bitrage” turned out to be a simple one.
Mr. Chais placed his clients’ money
with an old friend, Bernard Madoff.

Four Chais investors interviewed
by The Wall Street Journal say they
assumed their money had been man-
aged by Mr. Chais and hadn’t heard of
Mr. Madoff until the scandal broke
two weeks ago.

The four say they haven’t heard
from Mr. Chais since. They did, how-
ever, receive correspondence from
Mr. Chais’s accountant, who in-
formed them that all of their money
had been invested with Mr. Madoff.

“Mr. Chais was shocked to learn of
what appears to be a Ponzi scheme of
unprecedented proportions oper-
ated by Bernard Madoff, an individ-
ual whom he had known for de-
cades,” said Eugene Licker, a lawyer
for Mr. Chais, in a statement. “If the
allegations are true, Mr. Chais and his
family, like others, have watched per-
sonal wealth evaporate overnight.”

Originally from the Bronx, Mr.
Chais, 82 years old, lived in Beverly
Hills for many years before recently
moving to Sierra Towers, a luxury
West Hollywood apartment building
just off the Sunset Strip. He serves on
the boards of several prominent Jew-
ish organizations, including the Weiz-
mann Institute and the Hebrew Uni-
versity.

Account statements and other cor-
respondence from Mr. Chais re-
viewed by The Wall Street Journal
make no mention of Mr. Madoff. Mr.
Chais ran his clients’ money through
a patchwork of partnerships with
names such as Lambeth, Popham and
Brighton.

Year-end 2007 account state-
ments provided by one Chais inves-
tor show two investment partner-
ships. One named Marloma was
worth about $45 million and re-
turned 13.89%. Another, Jameson,
was worth about $20 million and re-

turned 14.10% for the year.
Mr. Chais charged substantial

fees, according to the statement from
the Marloma partnership—4.5% of
clients’ assets.

Mr. Chais’s family foundation said
it is a victim of the alleged fraud. The
Chais Family Foundation, a charity
dedicated to Jewish causes, had $178
million in assets as of May 2007 ac-
cording to tax records. Avraham In-
feld, the foundation’s director, said
that on Dec. 11, the day of Mr. Mad-
off’s arrest, Mr. Chais and the board
convened in Manhattan at the New
York Jewish Federation.

“The foundation’s outlook that
day could not have been brighter,”
said Mr. Infeld, who also hadn’t heard
of Mr. Madoff until Mr. Chais told him
of the connection that evening. “Now
we’re wiped out.”

In June, Mr. Chais sent a letter to
clients, saying that for medical rea-
sons he was moving to Jerusalem for
six months. He named his son as the
successor to his investment partner-
ships.

“I have been in close touch with
the relevant brokers in New York,
who are aware of my decision and
have assured me that things will con-
tinue exactly as before after the suc-
cession,” wrote Mr. Chais, six months
before the Madoff situation broke.

Mr. Infeld, the foundation direc-
tor, said Mr. Chais has lost a stagger-
ing amount of his own personal for-
tune. How much? “I didn’t have the
chutzpah to ask,” he said.
 —Peter Lattman and

Joshua Mitnick

Jeffrey Tucker

The son of an accountant from
Queens, Jeffrey Tucker spent eight
years as an attorney for the Securi-
ties and Exchange Commission in the
1970s. The last three of them were as
a supervisor in the agency’s enforce-
ment division. For the next decade,
he worked as a partner at a private
law firm putting together invest-
ment partnerships. He then ran an op-
tions-trading business for a Wall
Street brokerage firm.

Mr. Tucker is also the person who
introduced investment firm Fairfield
Greenwich Group to Bernard Madoff.
Fairfield Greenwich, which had $7.3
billion with Mr. Madoff, appears to be
the biggest casualty of the alleged
scheme.

Mr. Tucker met Mr. Madoff
through his father-in-law in 1989. He
introduced Mr. Madoff to Fairfield
Greenwich, which the next year
launched the Fairfield Sentry fund.
The fund, which charged clients a 1%
management fee plus 20% of the
fund’s profit, gave all of the money to
Mr. Madoff to manage.

Attracted by remarkably consis-
tent returns—boasting a track
record with only 13 losing months

over 15 years— the Fairfield Sentry
fund allowed Mr. Madoff to attract
billions of dollars from Europe, Asia
and the Middle East.

When the SEC investigated Mr.
Madoff in 2006 to determine
whether he was engaging in fraudu-
lent activities, it interviewed Mr.
Tucker, according to a person famil-
iar with the meeting.

For the past decade, the 62-year-
old Mr. Tucker and his wife, Melanie,
an expert bridge player, have lived in
a Fifth Avenue apartment with views
of Central Park.

Mr. Tucker’s passion is horses,
say people who know him. A long-
time thoroughbred owner, in 2004
Mr. Tucker purchased Stonebridge
Farm in Schuylerville, New York, a
short drive from the famed Saratoga
Race Course. Mr. Tucker has invested
millions of dollars at Stonebridge
Farm, which boasts New York state’s
first-ever Polytrack, a synthetic rac-
ing surface designed to promote
equine safety.

“This is all just unfolding,” said
Sue Vito, an employee at the farm
who said she had read about Mr. Mad-
off’s fraud but couldn’t say whether
it would affect the farm. “But if you
want to write something, write that
Jeff’s a terrific guy.”
 —Peter Lattman

Andres Piedrahita

Andres Piedrahita liked to throw
lavish parties at his home in the ex-
pensive Madrid neighborhood of Pu-
erta de Hierro. There he gathered
Spanish and Latin American high so-
ciety, including the heirs to Spain’s
biggest banking and industrial for-
tunes, according to people who know
the couple.

These connections helped make
Mr. Piedrahita one of the key figures
in the spread of Mr. Madoff’s reach
from Palm Beach to far-flung world
capitals.

After marrying one of the daugh-
ters of Fairfield Greenwich co-
founder Walter Noel, the Colombian
born Mr. Piedrahita joined Fairfield
and eventually became the fund’s
point man in Europe and Latin Amer-
ica.

Mr. Piedrahita and his wife, Co-
rina, moved to London, then Madrid,
becoming ambassadors for the fund
among Europe’s wealthiest families.

The couple’s social status became
a powerful marketing tool for Mr.
Madoff. Spanish clients invested
some Œ65 million ($91.4 million) into
Mr. Madoff’s funds, according to Fair-
field Greenwich. Others had their
money invested in Fairfield’s funds
by Banco Santander SA, which dele-
gated the running of some funds to
Mr Piedrahita.

In a statement released in Spain,
Fairfield Greenwich said it was a vic-
tim of fraud and was considering le-

gal action to protect its clients.
Through a spokesman, Mr Piedrahita
declined to comment.

Mr. Piedrahita “managed to make
this feel like an exclusive club that
people wanted desperately to be a
part of,” said Fernando Fernandez, a
former official at the International
Monetary Fund who is now dean of
Nebrija University near Madrid.

Mr. Piedrahita was trying to sell a
fund called Fairfield Sentry, with as-
sets under Mr. Madoff, to at least
one of his contacts just days before
the alleged pyramid scheme col-
lapsed.

On Dec. 3, “Andres Piedrahita
came to see me to promote the Mad-
off fund and to tell me that, in this
terrible year for hedge funds, his
best-performing fund was Sentry,”
said Martin Varsavsky, an Argentine
businessman.

Mr. Varsavsky said he declined to
invest because Mr Piedrahita
couldn’t explain how the fund made
money. Mr. Varsavsky said he be-
lieves Mr. Piedrahita is a victim of
the alleged scam. “I do believe that
he himself, and his family, lost an
enormous amount of money with
Madoff.”
 —Thomas Catan

Robert Schulman

During his 14 years running
Tremont Group Holdings, Robert
Schulman was a vocal champion of
Mr. Madoff. On telephone calls with
Tremont investors, Mr. Schulman
would describe his professional rela-
tionship with Mr. Madoff as close,
saying they were in contact on a
weekly basis, say people who in-
vested with Tremont.

Some investors say they gained
comfort from Mr. Schulman’s exten-
sive Wall Street background, where
he worked at such firms as Smith
Barney and Shearson Lehman Broth-
ers. They also were put at ease by
Tremont’s track record with Mr.
Madoff and its ownership by insur-
ance giant Massachusetts Mutual
Life Insurance Co.

But those factors weren’t
enough to save Tremont’s investors
from Mr. Madoff’s alleged fraud. In
all, they have lost an estimated
$3.3 billion, the firm said.

Tremont attracted a wide range
of investors, including wealthy indi-
viduals who made their money sell-
ing businesses or wanted a safe
place for their children’s trust
funds. Access to Mr. Madoff was
also a big attraction. Investors in
Tremont’s Rye Select Broad Market
funds run by Mr. Madoff paid annual
fees to Tremont of 1% to 1.75% of as-
sets, according to 2008 marketing
documents.

Simultaneously, Tremont also
was a conduit for professional
money managers running funds
that invested in other hedge funds.
Tremont trumpeted its Madoff
feeder funds for their “hedged, mar-
ket-timing strategy with defined
risk and return parameters” and for
bringing Tremont investors “the in-
dustry’s most experienced and
proven investment talent.”

When Mr. Madoff’s alleged fraud
was revealed, Tremont said it was
shocked by his actions. Mr. Schul-
man, Tremont and MassMutual de-
clined to comment on what due dili-
gence they performed on Mr. Mad-
off.

Mr. Schulman, 62 years old, re-
tired from Tremont in July, though
he has retained the title of chairman
emeritus of the Rye, N.Y.-based firm
through Dec. 31.
 —Jenny Strasburg

Madoff middlemen tally losses, take heat
‘Feeders’ connected
investment firm
to the wealthy

Pa
lm

Be
ac

h
D

ai
ly

N
ew

s

Stanley Chais ran his clients’ money
through a patchwork of partnerships.

Robert Jaffe was well connected with
the wealthy of Palm Beach.

Andres Piedrahita was a Fairfield point
man in Europe and Latin America.
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Dairies to offer payments
China seeks to help
tainted-milk victims
and allay discontent

Sanlu Group, which has its headquarters, above, in Shijiazhuang, is one of 22 dairy
companies that will offer families compensation for China’s tainted-milk scandal.

Advocates for families in China
whose children were sickened by
tainted milk in one of China’s worst
product-safety scandals cautiously

welcomed an industry plan to offer
compensation, but some expressed
concern that the payments would
be inadequate to cover hefty medi-
cal expenses.

China’s Dairy Industry Associa-
tion said 22 Chinese dairy compa-
nies will make one-time cash pay-

ments to the families of some
294,000 children sickened by milk
products adulterated with the indus-
trial chemical melamine, the state-
run Xinhua news agency reported
on Saturday. The report didn’t spec-
ify the amount or timing of the pay-
ments, and association officials de-
clined to comment.

The poisoned-milk scandal,
which surfaced more than three
months ago, has aroused wide-
spread public discontent, and the
dairy industry and the government
appearto be steppingup efforts to re-
solve the issue. The compensation
plan was announced a day after Chi-
nese prosecutors launched the first
criminal trials in the scandal, target-
ing six people in several cities.

At least six babies have died as a
result of kidney damage from milk
powder tainted with melamine, a

chemical used in plastics and adhe-
sives. Melamine can be misread in
lab tests as protein, and authorities
believe it was added to milk to in-
flate readings of nutritional value.
Of the 294,000 children under three
years old who were sickened by
tainted milk, 861 were still in the
hospital as of Nov. 27, according to
the latest estimates from China’s
Ministry of Health. (Children older
than three may have been affected
by the tainted milk, but they weren’t
included in the ministry’s tally.)

Parents have filed dozens of law-
suits against the milk producers,
but the Chinese courts have yet to
accept or reject their complaints,
lawyers involved say. It’s unclear
how the compensation plan will af-
fect those suits.

Chen Beiyuan, a Guangzhou-
based lawyer who has consulted sev-

eral victims’ families, said that if the
terms of the compensation are rea-
sonable, “it should be most effective
and the least expensive choice for

most people.” Mr. Chen said he has
spoken to one family he represents
that has filed a lawsuit against a
milk producer, and that the parents
plan to wait for more details before
deciding whether to pursue the case
in court. Such lawsuits in China are
generally difficult for plaintiffs to
win, and it’s unclear how successful
the families will be in court.

Some parents are concerned that
a blanket compensation plan won’t
beadequate.ZhangPing,inthesouth-
eastern province of Fujian, says his
one-year-old daughter had surgery
for melamine complications in June,
before news of the scandal spread
andfreetreatmentwasofferedtovic-
tims. Mr. Zhang’s family so far has
spent 90,000 yuan, or about $13,000,
and he worries the family will incur
further costs for treatment.

Xu Zhiyong, a Beijing lawyer who
is part of a group of attorneys volun-
teering to help victims’ families, said
he intends to recommend continu-
ing with lawsuits against milk pro-
ducers. “This is a plan forcibly im-
posedonthevictims,anditcannot ul-
timately resolve the problem.”

Xinhua quoted the dairy associa-
tion Saturday as saying the com-
pensation money “is in place now
and will soon be handed” to guard-
ians of the affected children.

The 22companiesincludeShijiaz-
huang Sanlu Group Co., the Hebei-
based company whose high concen-
trations of melamine in its milk pow-
der sparked investigations in Sep-
tember. Sanlu petitioned for bank-
ruptcy last week, after having bor-
rowed 902million yuanto contribute
to victim compensation, according
to the government of Shijiazhuang,
the city where it is based. Sanlu
couldn’t be reached for comment.

The government’s widening legal
battle against those allegedly respon-
sible for the milk contamination ap-
pears to be an effort to reassure con-
sumers that regulators will protect
them. Aggressive prosecutions would
send a message that the government
is serious about product safety.

In one of the trials that took
place Friday, police alleged that
Zhang Yujun, a defendant, produced
a mixture of melamine and a starch
derivative that he and an associate,
Zhang Yanzhang, sold to dairy farm-
ers as “protein powder.” Farmers
added the powder to milk to fool
dairy-company quality tests.

Zhang Jinlong, the attorney rep-
resenting Zhang Yujun, said that his
client’s “behavior did jeopardize so-
ciety and form a crime.” But, he
said, “We think there can be a more
proper charge against him.” He de-
clined to elaborate. The lawyer said
he believes the two defendant
Zhangs aren’t related to each other.
Zhang Yanzhang’s attorney couldn’t
be located for comment.
 —Ellen Zhu in Shanghai

and Kersten Zhang in Beijing
contributed to this article.
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Kremlin strengthens its hold over Norilsk

Resource funds hang back
as oil stocks bounce higher

GMAC bonds get a boost
U.S. government
extends rescue plan
to auto-finance firm

J.P. Morgan takes one
of Goldman’s M&A titles

MONEY & INVESTING

By Carolyn Cui

Even as oil prices plummet to
lows, energy stocks are rebounding.
But natural-resources fund man-
agers aren’t ready to snap up the
shares.

They say they still believe in the
growth of emerging markets and
have their favorite stocks, but they
aren’t convinced that oil prices are
headed up soon. After volatility and
losses in commodities this year,
they said they are waiting to see a re-
covery in global demand and solu-
tions to the credit crunch before
buying stocks.

They also may be facing a cash
crunch themselves as investors pull
out amid dismal returns for the
year.

Natural-resources funds, which
invest in energy companies and min-
ing stocks, lost 53% through Dec. 24,
the latest data available, making
them the worst performer among
all sector-specific categories
tracked by Morningstar Inc. The sec-
tor was an investors’ darling in the
first half but got slaughtered as com-
modities prices plunged across the
board.

Oil, which settled at $37.71 a bar-
rel Friday, hit a peak of $145.29 a bar-
rel in early July. It fell to $33.87 last
Friday, the lowest price in nearly
five years. Coal prices peaked
around $130 a ton in July, triple the
price in 2004, before falling back to
about $62 Friday.

Meanwhile, some energy stocks
are rising. Although oil prices have
fallen 14% in the past seven trading
days, investors buying the shares
are betting that oil prices are head-
ing up over the longer term. Energy
Select Sector SPDR, a benchmark
exchange-traded fund tracking en-
ergy stocks, is up 13% since its Nov.
20 low. Exxon Mobil Corp. is up 13%
over the same period and has
gained 24% since its low for the year
in October.

Natural-resources funds had
posted a loss of 3% over the past
four weeks as of Dec. 24, according
to Morningstar.

“Redemptions at many funds
have picked up considerably,” said
Michael Herbst, a Morningstar an-
alyst, “so managers may be in-
clined to hold above-normal cash
positions to meet those redemp-
tions.”

By Anusha Shrivastava

And Romy Varghese

GMAC LLC’s bonds gained Fri-
day, buoyed by the U.S. Federal Re-
serve’s Christmas Eve approval of
the auto-financing company’s appli-
cation to become a bank-holding
company.

GMAC got the nod even as the re-
sult of the lender’s capital-raising
plans, a key element in its transfor-
mation to a bank, remained uncer-
tain. GMAC has extended the dead-
line several times for a note ex-
change and cash tender offers
aimed at restructuring $38 billion
in debt. The offers were due to ex-
pire Friday at 11:59 p.m. Eastern
time.

In an email early Saturday,
GMAC spokeswoman Gina Proia
didn’t provide any specifics about
the debt-for-equity exchange, ac-
cording to the Associated Press.
“The offer did expire yesterday at
11:59 p.m. as planned. We have not
yet issued final results but intend to
in the near term. I have no further
comment on the exchange until
then,” she wrote.

Gains in GMAC bonds were fo-
cused mainly on the short end,
while longer-dated bonds and credit-
protection costs, though improved,
remain in distressed territory. That
is a sign that, even with government
backing, investors are still cautious
on the lender’s longer-term outlook.

The Fed moves complement sup-
port for U.S. auto makers, with
GMAC the primary source of loans
for buyers of GM cars. “Why bail out
the auto makers if you’re going to
let the biggest source of lending go
under?” said Carl Kaufman, portfo-
lio manager of the Osterweis Strate-
gic Income Fund.

Becoming a bank-holding com-
pany “certainly takes the pressure
off them,” Mr. Kaufman said of
GMAC. But, “we still haven’t an-
swered all the questions.”

GMAC’s 5.625% notes due May 15,
2009, were quoted at 94 cents on the
dollar, 27 cents better on the day Fri-

day, on seven trades, according to
MarketAxess, an online trading plat-
form. The only active issue on the
long end, an 8% note due November
2031, jumped 15.25 cents to 44 cents.

Investors’ pessimism was also
seen in GMAC’s credit-default swaps.
Friday, the cost of protecting $10 mil-
lion of GMAC debt for five years was
at $2.55 million in upfront payments
and a $500,000 annual premium.
Wednesday, ahead of the Fed’s ap-
proval, investors had to pay about
$4.3 million in upfront fees on top of
the $500,000 annual premium.

The swap levels also reflect the
challenges facing GMAC, owned by
General Motors Corp. and private-
equity group Cerberus Capital Man-
agement LP, even though it now has
access to stable funding sources. As
a bank-holding company, GMAC is el-
igible for government money under
the Treasury’s Troubled Asset Relief
Program and can borrow short-term
funds at the Fed’s discount window,
where the rate is currently 0.5%.

GMAC also will be able to sell
debt backed by the Federal Deposit
Insurance Corp. Analysts at re-
search firm CreditSights estimated
the company could issue as much as
$17.5 billion of such guaranteed debt
based on the program’s guidelines.

The Fed’s actions take some of
the pressure off the debt exchange,
which had struggled to attract suffi-
cient investor interest. “With the
primary regulator on board, the cap-
ital-raise machinations seem al-

most a moot point,” wrote Credit-
Sights analysts in a note.

The Fed has set conditions in its
approval of the bank status, such as
restricting the stakes of GM and Cer-
berus and preventing any investor
from controlling 5% or more of the
voting shares or 7.5% of the total eq-
uity of GMAC.

“Becoming a bank-holding com-
pany is the best long-term solution
to provide automotive and mort-
gage financing to consumers and
businesses, including auto dealers,”
GMAC’s Ms. Proia said late Wednes-
day. “As a bank-holding company,
GMAC will be competitively posi-
tioned to serve our customers by
having improved access to fund-
ing.”

The Fed’s decision throws GMAC
a desperately needed lifeline but fur-
ther entangles the government in ar-
eas of the economy it once consid-
ered beyond its purview.

“The Fed has yet to meet a bailout
it does not like,” said Sean Egan, man-
aging director at Egan-Jones Ratings
Co., an independent credit-rating
firm. “The broader issue is whether
allowing GMAC to become a bank-
holding company will be beneficial
to the economy and to taxpayers.”

The move sets the stage for the
federal government to play a promi-
nent role in directing the future of
GMAC. And it props up a firm that in
recent years moved far afield from fi-
nancing car purchases and car deal-
ers into subprime-mortgage lending.

It also creates an odd dynamic
for GM and Cerberus: At the same
time they are giving up influence
over GMAC, they are being com-
pelled to inject more capital into it.
The two said they are committed to
adding $750 million. That contribu-
tion could grow to $2 billion.

GM will transfer part of its stake
in GMAC to a trust whose trustee
also will be approved by the Trea-
sury.The trust will in turn sell off its
piece of the GMAC stake over three
years. Cerberus, which also owns
Chrysler, must reduce its majority
interest to a maximum of 14.9% in
voting shares and 33% in total eq-
uity. It will do this by distributing
its positions in GMAC directly to Cer-
berus investors.
 —Jon Hilsenrath, John D. Stoll

and Aparajita Saha-Bubna
contributed to this article.

By Dana Cimilluca

Goldman Sachs Group Inc. is no
longer the undisputed world heavy-
weight champion of mergers and ac-
quisitions.

After a seven-year run as the No.
1 deal adviser, Goldman lost the top
spot in 2008 to J.P. Morgan Chase &
Co., according to Dealogic, one of
the two main providers of merger
data. Goldman remains No. 1 for the
12th year in a row in the so-called
league tables compiled by Thomson
Reuters, the other main provider.

The loss of its status as leader in
one of the two rankings adds to the
list of indignities the Wall Street
bank suffered in 2008. Goldman con-
verted into a bank-holding company
amid a 65% drop in its stock so far
this year. The company’s fall in the
rankings also serves as a reminder
of the doubt that the financial crisis
has cast on the independent securi-
ties-firm model.

J.P. Morgan advised on 350 deals
announced in 2008, valued at
$818.2 billion, according to prelimi-
nary figures from Dealogic. That
compares with 295 deals, valued at
$755.6 billion, for Goldman. Last
year, J.P. Morgan was third after
Goldman and Morgan Stanley, ac-
cording to the data.

Morgan Stanley, the other main
independent securities company,
slipped to No. 6 in 2008. The firm
was hurt by its absence from the
$100 billion-plus spinoff of Philip
Morris International Inc. from Al-
tria Group Inc.

Thomson Reuters gives Gold-
man credit for $822 billion of deals
in 2008, with J.P. Morgan coming in
second at $778 billion. The discrep-
ancy is based on whether warrants
and options are included in deal val-
ues, and when spinoffs are counted.
The last firm other than Goldman to
lead Thomson’s rankings was Mor-
gan Stanley, which took top honors
in 1996.

The race turned on J.P. Morgan’s
success in winning roles in several
non-U.S. deals such as Electricité de
France SA’s agreement to buy Brit-
ish Energy Group PLC. The deal was
valued at $23 billion of league-table
credit, and Goldman didn’t get a
role in that deal. The climate of tight
credit favors advisers that also can
provide financing. That is some-
thing J.P. Morgan, a huge lender
that has weathered the financial
storm relatively well, is better
suited for these days than just about
any other bank.

It would be a mistake to read too
much into one year of merger data.
But the rankings are a barometer of
who is up and who is down in invest-
ment banking.

Banks also use the rankings as a
tool to market services to clients.
Moreover, with the trading busi-
nesses that were the engine of Wall
Street growth sputtering amid the fi-
nancial crisis, the importance of
M&A to banks’ bottom lines is in-
creasing.

the Norilsk chairman post had been
Sergei Chemezov, the powerful
head of Rostekhnologii, an acquisi-
tive state-owned company that
some analysts have suggested
could be seeking to take over No-
rilsk. He withdrew his candidacy
earlier Friday, citing the need to fo-
cus on his other businesses.

Mr. Voloshin’s appointment at
Norilsk “is a positive message to
the business community,” said one
person close to the company. But
he and others involved in the talks
said there’s no assurance that the
Kremlin won’t change its position
in the coming months.

Even as Norilsk appeared to
avoid a tighter grip from the Krem-
lin, fears remain that the authori-
ties will use the crisis to increase
state control. A Russian news
agency report Friday that the gov-
ernment is considering creating a
state-controlled fertilizer giant
hurt share prices of privately

owned companies in the sector.
Considered a relative economic

liberal, Mr. Voloshin served as chief
of staff to President Boris Yeltsin in
the late 1990s and then to his suc-
cessor, Vladimir Putin. But Mr. Vo-
loshin quit the Kremlin in late 2003
to protest the arrest of oil tycoon
Mikhail Khodorkovsky, whose OAO
Yukos oil company was later partly
nationalized. Until this summer,
Mr. Voloshin was chairman of the
board at the national electricity
company.

“I don’t consider myself a state
representative because today pri-
vate shareholders voted for me, but
since I’ve been working for the
state for a long time, they [state in-
terests] are close to my heart,” Mr.
Voloshin said Friday.

For more than a year, Norilsk has
been at the center of a fierce take-
over battle between Mr. Potanin,
whose Interros holding company
owns 39% of Norilsk and has con-
trolled the company for more than a

decade, and Mr. Deripaska, who
sought to merge Norilsk with his alu-
minum giant UC Rusal, buying the
25% stake early this year as a pre-
lude to a merger. But the global fi-
nancial crisis has put both billion-
aires under pressure. As part of the
bailout, Mr. Deripaska agreed to
give up the fight with Mr. Potanin
and shelve the idea of a Rusal-No-
rilsk merger.

Access to international lending
has all but disappeared for most Rus-
sian tycoons, who are now scram-
bling to refinance their huge debts,
many of which were secured with
stakes in the companies they con-
trol. The Kremlin set up a $50 billion
bailout fund this fall under which a
state bank refinances the foreign
loans, taking the shares and some-
times other assets as collateral.
Many bankers say the government
is likely to seize these holdings
when the loans come due late next
year. Government officials deny
that.

Continued from page 17
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Sparse bidding
GMAC 5.625% coupon note due May 
15, 2009, price in cents on the dollar; 
30 most recent trades of a million 
dollars or more

*Closed at 2 p.m. EST
Source: MarketAxess

Source: Dealogic

Who’s No. 2?
Ranking of top mergers-and- 
acquisitions advisers in 2008

Adviser

1. J.P. Morgan

2. Goldman Sachs

3. Citigroup

4. Merrill Lynch

5. UBS

6. Morgan Stanley

7. Deutsche Bank

8. Credit Suisse

9. Barclays Capital

10. Lazard 

Value, in 
billions 

818.2

755.6

671.5

579.4

576.0

542.9

503.3

452.8

273.0

265.8
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