
Akio Toyoda (52)
Key postings with Toyota:
Served as a vice president at
Toyota's joint production
venture with General Motors in
California, New United Motor
Manufacturing Inc.
Headed the project team that
created Toyota’s gazoo.com, an
Asian Web site hosting virtual
shops, services, new and used
vehicle postings
In June 2000: Joined Toyota’s
board of directors
2002: Appointed as managing
director.
2003: Became senior managing
director
2005-current: Executive vice
president of Toyota Motor Corp.

Source: The company. Photo: Reuters

Moscow refused to restore
gas shipments to Europe via
Ukraine despite intense EU-led
negotiations and an agreement
signed by all parties. Moscow
blamed Kiev’s declaration that
it would tap Russia’s EU-bound
gas exports Page 1

n Toyota’s board selected
Akio Toyoda as president, put-
ting a member of the founding
family in the driver’s seat for
the first time since 1995. Page 1

n A Deutsche Bank star who
lost over $1 billion on trades
amid the financial crisis is leav-
ing to start a hedge fund. Page 2

n Citigroup took a step toward
breaking up its empire, enter-
ing talks about moving Smith
Barney into a joint venture with
Morgan Stanley. Page 3

n Industrial production in big
European economies slumped
in November on weaker domes-
tic and foreign demand. Page 10

n The worsening economy in
the U.S. resulted in more than
2.5 million job losses last year,
the most since 1945, as unem-
ployment rose to 7.2%. Page 9

n The U.K. government and
banks are weighing plans for a
fund aimed at letting ailing firms
unload bad debt to stave off de-
faults and bankruptcies. Page 19

n Renault said its vehicle sales
fell 29% in December and 4.2%
in 2008 and urged the French
government to do more to jump-
start the market. Page 4

n Indian authorities named
three people to a new board at
Satyam that aims to restore the
company’s credibility. Page 5

n Boeing is cutting 4,500 jobs
through attrition and layoffs
but will maintain production
rates to deliver a $275 billion
backlog. Page 7

n Dubai will boost spending by
11% this year from 2008 to stim-
ulate its economy. Page 11

n Last week’s swoon in U.S. eq-
uities raised fear that the bear
market is returning. Page 19

Israeli soldiers fought with Pal-
estinian militants on the south-
ern outskirts of Gaza City as Is-
raeli leaders weighed whether
to order soldiers deeper into
the territory’s densely populated
cities. The offensive against Ha-
mas appeared to have stalled
somewhat after making quick
progress. Meanwhile, tens of
thousands rallied in Europe
against the operation. Page 2

n Pakistani forces killed 40 in-
surgents in a battle with hun-
dreds of Taliban fighters who
crossed the border from Afghan-
istan into Pakistan’s Mohmand
tribal region. Six government
soldiers were also killed. Page 12

n Vice President-elect Biden
promised U.S. support for Af-
ghanistan’s fight against terror-
ism, drugs and corruption, in a
surprise visit to Kandahar.

n A Turkish court formally ar-
rested 12 more people for ties
to an alleged plot to bring
down the government. Page 11

n Five pirates drowned when
their boat capsized after they re-
ceived a share of a $3 million ran-
som for releasing a Saudi tank-
er in the Gulf of Aden. Page 11

n A helicopter carrying Rus-
sian officials crashed in south-
ern Siberia, killing seven peo-
ple, including Medvedev’s rep-
resentative in the lower house.

n Russian President Medvedev
issued a veiled criticism of Pu-
tin, saying the cabinet has
dragged its feet in implement-
ing a financial rescue package.

n Iraq’s Sunni bloc failed to
agree on the nomination of a
Parliament speaker candidate,
and the Iraqi military said it cap-
tured an insurgent commander.

n About 250 people were
feared dead after a ferry cap-
sized in a storm in Indonesia.
Eighteen survivors were rescued.

n Candidates from Thailand’s
coalition government did better
than many analysts expected in
parliamentary by-elections, pre-
liminary results showed. Page 31

n Clashes between Islamist mi-
litias killed at least 29 people
in Somalia, the latest sign of
divisions within the insurgency.

n West Africa’s regional eco-
nomic body suspended Guinea
following the Dec. 23 coup.

Russia stokes EU anger
by keeping gas shut off
Moscow blames Kiev
after pipeline deal
falls into disarray

Protectionist
wave may sink
global growth

Toyota family ties prevail
in pick of new president

By Bob Davis

A wave of protectionism is swell-
ing around the world that could fur-
ther damage struggling economies.

Industries are starting to line up
in Beijing, Brussels and Washington
for import protection. That has hap-
pened in past downturns, too, but

this time the re-
strictions may bite
harder because of
the global nature of
the problems.

During the
1980s, Japan could afford not to re-
taliate against U.S. quotas on steel
and automobiles because Tokyo’s
economy was humming. There are
no clear economic winners now,
making it much harder for any gov-
ernment to turn the other cheek.

The global turn to stimulus
spending also may come wrapped in
protection, as each country tries to
ensure that its industries benefit. In
the U.S., congressional Democrats
and their allies in steel, textile and
organized labor are pushing to in-
clude strong “Buy America” provi-
sions in a U.S. stimulus program
that would limit spending to firms
in the U.S. Already European offi-
cials are crying foul.

“There is no such thing as free
Please turn to page 31
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Your U.N. at work
How we’ve funded a war
against Israel and created a new
Near Eastern people. Page 15

The European Union showed
signs of growing anger with Mos-
cow as efforts to restore the Conti-
nent’s supply of Russian natural gas
failed again—even after an agree-
ment was signed by all parties.

Moscow said it couldn’t restart
gas flow because of a Ukrainian dec-
laration Sunday that it would tap

Russia’s EU-bound gas exports—
paying for what it takes later—in or-
der to maintain pipeline flow. Rus-
sia considers that to be theft. The
declaration also blamed Russia for
the gas cutoff to the EU.

Ukraine’s statements were
“clearly of a prevocational and de-
structive nature,” Russian Presi-
dent Dmitry Medvedev said Sunday
night as he ordered the government
not to resume gas flows, the Inter-
fax news agency reported.

The latest failure came after two
days of intense EU-led shuttle nego-
tiations and as parts of Europe

Please turn to page 31

THE
OUTLOOK

Fo
r

in
fo

rm
at

io
n

or
to

su
bs

cr
ib

e,
vis

it
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll

+4
4

(0
)

20
7

30
9

77
99

—
Al

ba
ni

a
Lk

37
0.

00
-

Au
st

ria
Œ3

-
Be

lg
iu

m
Œ2

.9
0

-C
ro

at
ia

HR
K

22
-

Cz
ec

h
Re

pu
bl

ic
Kc

11
0

-
De

nm
ar

k
Dk

r
22

-
Fi

nl
an

d
Œ3

.2
0

-F
ra

nc
e

Œ2
.9

0
Ge

rm
an

yŒ
3

-G
re

ec
e

Œ2
.9

0
-H

un
ga

ry
Ft

59
0

-I
re

la
nd

(R
ep

.)
Œ2

.9
0

-I
ta

ly
Œ2

.9
0

-L
eb

an
on

L£
40

00
-L

ux
em

bo
ur

g
Œ2

.9
0

-M
or

oc
co

Dh
24

-N
et

he
rla

nd
sŒ

2.
90

-N
or

w
ay

Nk
r2

7
-P

ol
an

d
Zl

10
.5

0
-P

or
tu

ga
lŒ

3
-S

lo
va

kia
Sk

10
0/

Œ3
.3

2
-S

lo
ve

ni
aŒ

2.
70

Sp
ai

n
Œ2

.9
0

-S
w

ed
en

kr
27

-S
w

itz
er

la
nd

SF
4.

80
-S

yr
ia

S£
21

0
-T

ur
ke

y
YT

L
4.

25
-U

.S
.M

ilit
ar

y
(E

ur
)$

2
–

Un
ite

d
Ki

ng
do

m
£1

.4
0

By Norihiko Shirouzu

Toyota Motor Corp.’s senior
board members selected as its next
president Akio Toyoda, grandson of
the company’s founder, people fa-
miliar with the matter said, putting
a member of the founding family in
the driver’s seat for the first time
since 1995.

The 52-year-old Mr. Toyoda,
known internally for aggressive
management, faces the huge chal-
lenge of steering Toyota as plum-
meting global auto sales are ex-
pected to force the company into
its first annual operating loss in 70
years. He also must prove to people
in and outside the company that
the family is competent to run it.
Some people, including insiders,
have argued that a major public
company like Toyota must move

past family control, especially
when the Toyoda family collec-
tively owns only about a 2% stake.

While a formal decision may be
weeks away, Toyota’s senior board
members have told Mr. Toyoda,
grandson of Kiichiro Toyoda, who
launched Toyota in 1937, that he
has been picked to succeed the com-
pany’s current president, Katsuaki
Watanabe, the people familiar with
the matter said.

In many Japanese companies, in-
cluding Toyota, the president has the
top job. Mr. Toyoda is likely to start
the job officially in June, after Toyo-
ta’s annual shareholders’ meeting.

Mr. Toyoda was viewed as the
top candidate, but there was some
concern that he might lack the ex-
perience to tackle the deepening
global crisis, the people familiar

Please turn to back page
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more energy,
fewer emissions.

with technology
we can do both.
To meet growing demand, the world will need all
economically viable energy sources—while also mitigating
emissions. ExxonMobil is developing technologies to help
address this challenge today and for the future.

Learn more at exxonmobil.com
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In a memorable scene
from “Apocalypse Now,” na-
palm-odor fanatic Lt. Col.
Kilgore declares with au-
thority, “Someday, this war
is gonna end”—then walks
off.

The U.S. auto industry,
currently living through its
own cataclysm, also knows
things will calm down even-
tually. But, like Kilgore’s ba-
thetic gem, this knowledge
offers little comfort and
less insight.

Two questions are
begged: When will things
return to normal? And what
will “normal” look like?
Prior to the meltdown,
when analysts talked of
“trend” sales of light vehi-
cles in North America,
many had a figure of 16 mil-
lion or 17 million a year in
mind.

Such expectations, how-
ever, reflected a surge in ve-
hicle purchases that began
at the start of the decade.
Data going back to the
1950s from the Center for
Automotive Research show
vehicle sales rising and fall-
ing around an upward
trend. But the latest up-
swing was bigger and
longer than any other.
CAR’s numbers suggest
sales began moving ahead
of trend in 1996, and really
accelerated after 1998.

The long-run trend sug-

gested a normal level of ve-
hicle sales across the period
1996 to 2007 of 185.8 mil-
lion units. Actual sales
came in almost 11 million
higher. The previous boom,
in the 1980s, lasted half as
long and above-trend sales
amounted to 6.6 million.

As in the housing mar-
ket, easy financing fueled
the boom. Auto asset-
backed securities issuance
ballooned from $40.2 bil-
lion in 1998 to a peak of
$106.3 billion in 2005, ac-
cording to data from credit-
rating agency DBRS. Just
$34.4 billion was issued in
the first 11 months of 2008.

Worse, the most recent
boom was heavy on gas-guz-
zling SUVs, which have lost
much of their sex appeal—
and value. That has bat-

tered the leasing model, as
recovery values on used ve-
hicles have dropped.

Meanwhile, recession
and American households’
need to rebuild their bal-
ance sheets means it makes
sense to defer replacing the
family station wagon. And if
the eventual recovery
sparks an oil-price rally,
that could limit the rebound
in sales volumes.

Sales of just over 13 mil-
lion light vehicles, including
imports, in 2008 were down
18% from 2007. CAR esti-
mates that the lost ground
won’t be made up, and a
trend figure of roughly 16
million units won’t be re-
gained, until 2013.

Beyond near-term eco-
nomic headwinds, Lincoln
Merrihew, automotive ana-
lyst at market research firm

TNS, spotlights a structural
change that could make for
a more subdued “normal-
ity”: demographics. Come
2011, the first baby
boomers will reach retire-
ment age. If they decide
they no longer need several
cars per household, or even
need to do much driving at
all when their morning com-
mute is a thing of the past,
it will become even more
imperative for car compa-
nies to seek growth in
emerging, younger markets.

One thing is clear: Even
if the car market returns to
normality in 2013, or even
earlier, the auto industry
still has a way to go before
it does the same. Haig Stod-
dard, auto analyst at IHS
Global Insight, reckons that
despite closures, capacity in
North America’s auto facto-
ries will be 16.9 million
units in 2009. Their actual
output is forecast to be just
9.5 million, implying a lousy
capacity utilization figure
of 56%. He doesn’t foresee
this returning to healthier
levels north of 85% until
2012.

To avoid another few
years of horrendous losses,
either consumers must
stage a miraculous return
to dealerships, or the indus-
try must submit to drastic
restructuring. Having three
Detroit car makers is look-
ing ever less sustainable.

—Liam Denning

Hope for retail survivors

Chinese bank moves closer to listing shares

Which U.K. retailers
will emerge as winners
and losers from the reces-
sion?

Last week’s better-than-
expected Christmas trad-
ing figures, from the likes
of J. Sainsbury, Deben-
hams and Next, may give
an early clue. But longer
term, investors should pay
as much attention to who
is going out of business as
to who is outperforming
now. That will point to
where the biggest market-
share gains are likely to be
made.

The number of retailers
that have gone into admin-
istration over the past few
weeks is now well into dou-
ble figures. But for those
left behind, there is light
at the end of the tunnel.

For example, entertain-
ment retailers HMV Group
and Game Group should
benefit this year as a re-
sult of the demise of Zavvi
Group and Woolworths.
HMV could see a 30% up-
lift in earnings thanks to
market-share gains, accord-
ing to Deutsche Bank re-
search, while Game Group
earnings could receive a
15% boost.

The same could be true
for the big fashion retail-
ers such as Next and De-
benhams, which would be
the big beneficiaries if
smaller boutiques go to
the wall. For example,

there is a question mark
over the survival of Mo-
saic, which owns brands
such as Oasis, Coast, Prin-
ciples and Karen Millen
and is in talks with its
banks to refinance its
debt.

Life for most retailers
will get worse before it
gets better. Unemployment
is rising and the impact of
the weak sterling will be
felt in the second half as
hedges unwind and retail-
ers buy their autumn and

winter collections. Shop-
pers also may have grown
so accustomed to large dis-
counts that they refuse to
pay full price.

That suggests the sec-
tor as a whole is far from
cheap, trading at a multi-
ple of 10.8 times this
year’s forecast earnings,
compared with a multiple
of 8.5 times for the U.K.
market as a whole. But for
those that survive and can
profit from others’ dis-
tress, the long-term future
mightn’t be so bleak.
 —Molly Neal

Detroit’s scary new normality

with the matter said. Company el-
ders came to terms in part by per-
suading Fujio Cho, Toyota’s cur-
rent chairman, to remain in his
post, they said. The 66-year-old
Mr. Watanabe will likely become
Toyota’s vice chairman after the
transition.

Toyota officials declined to com-
ment on the company’s succes-
sion. “Nothing has been decided,”
said Toyota’s chief spokesman,
Koki Konishi.

Mr. Toyoda’s appointment
comes at a turning point for Toy-
ota, the world’s largest auto maker
by sales. Last month, Toyota pro-
jected its first annual operating
loss since 1938—150 billion yen
($1.7 billion) in the fiscal year end-
ing March 31—amid slumping de-

mand in the U.S., Europe, Japan
and other major markets, as well as
a strengthening of the yen. Ana-
lysts say they expect the outlook to
remain extremely tough this year.

Mr. Toyoda is expected to try to
implement changes quickly, includ-
ing a transformation of Toyota’s
corporate culture. According to the
knowledgeable individuals, Mr.
Toyoda believes Toyota, long
known for its cautious manage-
ment, has become even more con-
servative and bureaucratic in re-
cent years and needs a new struc-
ture to speed up decision making.

These people said Mr. Toyoda
may try, among other things, to
streamline Toyota’s management
ranks, which he believes have be-
come bloated. He may also try to
shake up the company’s current

top management, they said, possi-
bly bringing in talent from outside
the company. That could include
bringing in former Toyota execu-
tives who left to manage Toyota af-
filiates in recent years.

Mr. Toyoda himself has used his
past assignments to road-test a
more aggressive style of doing busi-
ness, people familiar with his ca-
reer said. Several years ago, he en-
gineered a Western-style takeover
of one Chinese joint-venture part-
ner by another company, an un-
usual move that allowed Toyota to
expand more quickly in China.

Mr. Toyoda, assigned to head
the China business in 2001, saw
that its partner, Tianjin Automo-
tive, had limited financial capabili-
ties and inefficient factories.

With the help of his subordi-

nates, he thought First Automo-
tive Works—a bigger, more aggres-
sive car maker now known as FAW
Group Corp.—could take over Tian-
jin, even though both companies
were government controlled, and
there were few precedents for
such a merger. The merger was fi-
nalized in 2002, helping speed up
Toyota’s growth in the fast-grow-
ing market.

One of Mr. Toyoda’s biggest chal-
lenges will be to persuade some re-
luctant Toyota employees to follow
his lead. “There is a faction
friendly to me, and a faction which
is completely against a founding-
family member like myself,” Mr.
Toyoda said in an interview several
years ago. Others have avoided be-
ing associated with Mr. Toyoda for
fear of being seen as currying favor
from the founding family.

Mr. Toyoda initially shied away
from joining Toyota at all. A field-
hockey player in college, he earned
an M.B.A. at Babson College near
Boston and went on to investment-
banking and consulting jobs in
New York and London.

But it was difficult to escape his
family name. When he floated the
idea of joining Toyota, however,
his father, Shoichiro Toyoda, ini-
tially was opposed, Akio Toyoda
has said. Neither man was avail-
able to comment for this article.

Akio Toyoda joined Toyota in
1984 when he was 27 years old. At
first, some executives didn’t take
him seriously. Later in his career,
Mr. Toyoda once checked himself
into a hospital for stress brought

on by friction with one of his
bosses, people close to him said.

Mr. Toyoda has confirmed he en-
tered the hospital but declined to
comment on the reason.

As he moved up the corporate
ladder, his reputation improved.
As a sales division manager, he
played a key role in streamlining
the system for managing mainte-
nance at dealerships.

Thanks to that initiative, cus-
tomers visiting many Toyota deal-
ers in Japan and China today know
how many minutes they will have
to wait for certain services, such as
a regular maintenance or a tire ro-
tation.

Toyota’s move to seek a new
president has been triggered in
large part by the health problems
of Mr. Cho, Toyota’s current chair-
man, according to people familiar
with the matter.

The 71-year-old Mr. Cho, suffer-
ing from a back ailment that makes
it difficult to fulfill his responsibili-
ties, had sought to relinquish his
post, making Mr. Watanabe his suc-
cessor. But company elders, most
notably Akio Toyoda’s 83-year-old
father and 76-year-old Hiroshi
Okuda, didn’t want Mr. Cho to
leave Toyota completely and asked
him to remain as chairman, these
people said.

To lighten Mr. Cho’s work load,
Mr. Watanabe is expected to re-
place Mr. Cho as vice chairman of
Keidanren, one of Japan’s most
powerful business lobbies, a posi-
tion Toyota has filled by its top ex-
ecutives in recent years.

Continued from first page

Toyota, needing change, taps family member as president

Debenhams and
Next would gain
if smaller
boutiques fail.

BEIJING—Agricultural Bank of
China said Friday that it has become
a joint-stockholding company, an-
other step in reforming the only
lender among the country’s big four
state-controlled banks that has yet
to list shares.

It said on its Web site it will have
registered capital of 260 billion
yuan ($38.04 billion). The Finance
Ministry and Central Huijin Invest-
ment Co., a sovereign-wealth fund
unit that holds stakes in China’s ma-
jor banks, will each own 50%.

The formation of the joint-stock-

holding company, named Agricul-
tural Bank of China Ltd., had been
flagged and puts the rural bank on
the same path as China’s three other
largest commercial banks—Indus-
trial & Commercial Bank of China
Ltd., Bank of China Ltd. and China
Construction Bank Corp.

These three banks all had capital
injections from the government, re-
structured into stockholding compa-
nies, and sold stakes to strategic in-
vestors before listing.

Agricultural Bank, which focuses
on lending to customers in rural ar-

eas, aims to expand its rural busi-
ness rapidly in response to the gov-
ernment’s call for lenders to in-
crease lending to support the build-
ing of infrastructure in rural areas.

The bank, which has an extensive
client network but relatively weak
corporate governance, also hopes
the government will introduce more
favorable policies on rural lending.
It still faces many challenges in im-
proving the profitability of its rural
business.
 — Victoria Ruan

and Terence Poon

What is ‘normal’ anyway?
U.S. light vehicle sales 

Source: The Center for Automotive Research
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By Scott Patterson

A star credit trader at Deutsche
Bank AG who lost more than $1 bil-
lion on complex trades amid the fi-
nancial crisis is leaving the com-
pany to start his own hedge fund.

Boaz Weinstein, co-head of global
credit trading with Colin Fan, will
leave the German bank early in the sec-
ond quarter, according to the bank.
The departure was the decision of Mr.
Weinstein, who will take 15 colleagues
with him to start the fund, it added.

Mr. Fan will become sole head of
global credit trading following Mr.
Weinstein’s departure.

The 2008 loss was triggered by
extreme market dislocations that oc-
curred after the bankruptcy filing of

Lehman Broth-
ers Holdings Inc.
Before that, Mr.
Weinstein was
having a good
year.

The loss was
a setback for the
35-year-old Mr.
Weinstein. He
helped develop
Deutsche Bank’s
credit-deriva-
tives desk into

an operation that generated years
of solid returns. His group infor-
mally went by the name Saba, both
within the bank and among rival
trading groups. The word means
“grandfather” in Hebrew.

After last year’s market turmoil,
Deutsche Bank decided to pare back
its proprietary trading business.
Other banks, including Morgan
Stanley and Credit Suisse Group
AG, made similar moves.

In late November, Deutsche Bank
Chief Executive Josef Ackermann said
the bank would reduce the capital
available to its global market trading
businesses. Separately, the bank said
it would lay off 900 people, including
employees in its structured-products
and proprietary-trading desks.

Mr. Weinstein joined Deutsche
Bank in 1998 and became an innova-
tor in the trading of credit-default
swaps, which are essentially insur-
ance policies against the risk that a
borrower defaults. Those swaps, rel-
atively new at the time, have be-
come among the world’s most
heavily traded derivatives.

Mr. Weinstein was appointed co-
head of global credit trading in Feb-
ruary 2008.

Israel prepares to push into Gaza cities
Decision is awaited
after fierce fighting
on edge of Gaza City
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By Charles Levinson

JERUSALEM—Israeli soldiers
fought a fierce battle with Palestinian
militants on the southern outskirts of
Gaza City early Sunday morning as Is-
raeli leaders weighed whether to or-
der soldiers deeper into the territo-
ry’s densely populated cities.

The offensive against Hamas,
which controls the Gaza Strip, ap-
pears to have stalled somewhat after
making quick progress in the early
days of the ground invasion, which be-
gan Jan. 3, one week after Israel
launched its air assault on Dec. 27.

Israel has called up thousands of
reservists and put them through a
training course for urban combat on
an army base in southern Israel with
a massive mock-up of a Palestinian
city, said Capt. Elie Isaacson, an Is-
raeli military spokesman.

“We have thousands of reservists
standing by, all trained up and ready
togoinif necessary,”saidCapt.Isaac-
son. “It all depends on the govern-

mentdecisionwhetherornottheyde-
cide to enlarge the operation.”

Planes dropped flyers over Gaza
City on Saturday, warning Gaza’s res-
idents that Israel would be enlarg-
ing the operation in coming days.

The longer Israeli forces remain
in their current positions, military
analysts say, the more vulnerable
they become to Palestinian mili-
tants who have time to pinpoint sol-

diers’ locations and plot attacks.
“Israel is nearing the goals which

it set itself, but more patience, deter-
mination and effort is needed,” Is-
raeli Prime Minister Ehud Olmert
said before his government’s weekly
cabinet meeting Sunday.

WhenIsraelinitiatedtheoffensive,
it said its goals were to reduce rocket
fire against Israel, weaken Hamas and
end its arms-smuggling activities.

The fighting in the south Gaza
neighborhood of Sheikh Ajleen in the
predawn hours Sunday was some of
thefiercestsofar.Residentshunkered
down in their homes, fearing the
threatened offensive against Gaza
City had begun. But the Israelis with-
drew around 8 a.m. as quickly and un-
expectedly as they had advanced.

At least 12 Palestinians died in
the fighting, Gaza hospital officials
said. Across Gaza, at least 29 Pales-
tinians died Sunday, bringing the
16-day total to 883 Palestinian dead
and more than 4,000 wounded. Thir-
teen Israelis have died, meanwhile,
three of them civilians.

Despite a vote by the United Na-
tions Security Council on Friday call-
ing for an immediate cease-fire and
tens of thousands of protesters
marching this weekend through Eu-
ropean capitals, Israel has shown no
signs of bowing to international
pressure to halt its offensive.

The U.N. resumed aid deliveries
in the Gaza Strip on Sunday, two
days after it halted them following
an incident in which Israeli soldiers
fired on U.N. workers in two separate
incidents, killing one and injuring
two, a spokesman said.
 —Ezmi Keshawi in Gaza City

contributed to this article.
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James Nixon is an economist
with Société Générale in London. A
page-one article Friday incorrectly
said Mr. Nixon was an economist
with Credit Suisse in London.

The Bank of Japan’s new pro-
gram to make more money available
to banks at very low rates runs
through April 30. An International In-
vestor article Friday incorrectly said
the program runs through April 3.

Activist investors 3G Capital
Partners Ltd. and The Children’s In-
vestment Fund Management LLP
acted to effect boardroom change at
U.S. railroad operator CSX Corp. A
Financial News article on Thursday
said the investors had been The Chil-
dren’s Investment Fund and Atticus
Captial.

Smoke rises during Israel’s offensive in the northern Gaza Strip Sunday. Israel has
shown no signs of bowing to international pressure to halt the offensive.
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spent their sixth day with reduced
or no gas supplies. Households have
been left without heat in sub-freez-
ing temperatures, and many schools
and some factories have closed.

“Once again, there is no reason
to further delay gas supplies,” the
European Commission said in a
statement Sunday in response to
Moscow’s refusal to switch on the
gas.

Gas flows through Ukraine
stopped entirely on Wednesday af-
ter Russian gas monopoly OAO Gaz-
prom accused Kiev of stealing tran-
sit gas for its own use. Gazprom had
already cut off Ukraine’s supplies on
Jan. 1 in a dispute over what price
Ukraine should pay for gas.

In an interview with German tele-
vision station ARD on Sunday, Rus-
sia Prime Minister Vladimir Putin
said Gazprom had so far incurred
losses of about $800 million in the
dispute. He said the Russian energy

giant’s image had also suffered.
Ukrainian officials say that from

the moment Russia starts turning
on the gas, it will take as long as 36
hours for gas to begin flowing into
Europe again, though longer to
reach ordinary volumes. The EU
gets about 80% of its Russian gas im-
ports via Ukraine, accounting for
about 20% of the 27-nation bloc’s
consumption.

Earlier on Sunday, Mr.
Medvedev said on state television
that Moscow wasn’t turning on
the gas because it hadn’t yet re-
ceived a copy of the agreement
Russia has sought, setting out
terms of reference for a team of 22
experts to monitor Ukraine’s gas
transit network and ensure no gas
is stolen. Mr. Medvedev also said
the monitors weren’t yet in posi-
tion. “As soon as these two condi-
tions are fulfilled, we’ll resume
transit,” he said.

The EU presidency, currently
held by the Czech Republic, then is-
sued an unusual statement saying
that a signed copy of the agreement
was given by hand to Russia’s am-
bassador to the EU, Vladimir
Chizhov, hours before Mr.
Medvedev’s television appearance.

A separate statement from the
European Commission, the EU’s ex-
ecutive arm, detailed the deploy-
ment of the EU’s team of monitors,

who it said were either in place or
on their way from Kiev Sunday
evening.

Later, Mr. Medvedev said Mos-
cow was refusing to restart gas sup-
plies because of the Ukrainian decla-
ration. The declaration, reviewed by
The Wall Street Journal, said
Ukraine will continue taking 21 mil-
lion cubic meters of so-called techni-
cal gas per day. Ukraine said it
would pay Russia for the gas at
2008 prices once a 2009 price has
been agreed.

The European Commission state-
ment said Ukraine’s declaration had
no legal relevance.

Russia is unlikely to get much
sympathy in the EU for its stance. A
top European Commission energy
official last week told the European
Parliament that the EU didn’t ac-
cept Russia’s need to cut off Eu-
rope’s gas supply over the question
of who pays for the relatively small
amounts of technical gas, or when.
Russia pumps about 300 million cu-
bic meters of gas per day to the EU
in mid-winter.

More than half of EU countries
have seen reductions to their gas
supplies as a result of the dispute,
which the European Commission
says has cut total EU gas imports by
30%, a dramatically bigger impact
than in a similar gas-price dispute
between Moscow and Kiev in 2006.

Slovakia’s government said Sat-
urday it would break a promise it
made on joining the EU in 2004, and
restart a reactor at the Jaslovske Bo-
hunice nuclear power plant, in or-

der to substitute for energy lost as a
result of the cut in Russian gas sup-
plies. The reactor was mothballed
on Dec. 31 because of EU safety con-
cerns.
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Ukrainian Prime Minister Yulia Tymoshenko, right, and Czech Prime Minister
Mirek Topolanek, left, at a news conference in Kiev, Ukraine, Sunday.

Russia angers EU by continuing to keep gas flow shut off

trade,” said Daniel DiMicco, the
chief executive of steelmaker Nucor
Corp., who is pushing for Buy Amer-
ica measures. “All trade is man-
aged.”

Trade protection can deepen eco-
nomic problems and shut off a po-
tential engine of growth at a time
when consumer demand and busi-
ness investment are sagging glo-
bally. Already, the World Bank fore-
casts that global trade will shrink by
2.1% this year, the first decline since
1982.

While global trade deals have
greatly reduced tariffs, they do little
to fend off protection. Under World
Trade Organization rules, countries
establish formal tariff levels, which
are often very high, and then apply
lower tariffs. That gives them lee-
way to boost tariffs without violat-
ing WTO rules.

That’s starting to happen now.
Ecuador announced in the fall that
it was lifting tariffs across the
board, increasing the levy on some
imported meat to 85.5% from 25%.
India raised tariffs on steel, while
Russia, which isn’t a WTO member,
boosted levies on imported cars.

Industries are also starting legal

procedures at home to block com-
petitors that get certain subsidies
from their home government or
that “dump” products abroad—
meaning they sell at supposedly be-
low-market prices. When a govern-
ment approves a complaint, it im-
poses prohibitive tariffs. Retalia-
tion is commonplace.

Global economic integration was
expected to make dumping cases ob-
solete. If a steel company owns
plants in the U.S., India and Brazil,
the theory went, it wouldn’t join
dumping cases for fear that some of
its facilities would be targeted. In-
stead, said a WTO official, dumping
cases have become potentially more
potent. That same steel company
can now file complaints in all three
countries against a competitor in,
say, China to cripple it.

According to the latest WTO sur-
vey, 16 countrieslaunched 85new an-
tidumping cases during the first six
monthsof2008,comparedwith61in-
vestigations the year earlier. Expect
a sharp rise in those numbers be-
cause the economic crisis deepened
in the second half of the year. Almost
half the complaints targeted China.

Other countries are finding dif-
ferent ways to block imports. Indo-

nesia is requiring importers to get
special licenses as a way to control
imports of clothing, shoes and elec-
tronics. Mexico threatened to bar
some meat imports from the U.S.,
which U.S. farmers viewed as retalia-
tion for new rules requiring meat im-
ported into the U.S. to be labeled by
country. The U.S. and Mexico are try-
ing to resolve the controversy.

“The surprising thing is how
much room there is within the WTO
framework to increase protection
without overtly violating the agree-
ment,” said Gary Hufbauer, a trade
specialist at the Peterson Institute
for International Economics, a free-
trade think tank.

WTO rules don’t require govern-
ment stimulus plans to be open to
all bidders. Only a dozen countries,
plus the European Union, have
signed on to a WTO code aimed at
ensuring that government pur-
chases are open to foreign firms.
Even those that sign the accord can
take exceptions, as the U.S. has done
for purchases by the Pentagon, and
state and local governments. Much
of the stimulus plan being con-
cocted by President-elect Barack
Obama could fall under Buy Amer-
ica provisions that don’t violate any
WTO obligations.

The Obama economic team
hasn’t said how open it will make
the plan to foreign bidders, or how
it would deal with foreign govern-
ments that exclude U.S. firms. Dur-
ing the presidential campaign, Mr.
Obama campaigned for a Buy Ameri-
can plan and attacked Republican
Sen. John McCain for opposing re-

strictions on foreign firms.
Whatever Mr. Obama decides,

Congress is bound to push for ex-
plicit Buy America provisions,
which have broad bipartisan appeal
The $25 billion auto-loan program
approved late last year under the
Bush administration was written in
a way that largely excludes foreign
auto transplants. That prompted a
complaint by the head of the Euro-
pean Commission. Last week, House
Transportation Committee Chair-
man James Oberstar, a Minnesota
Democrat, unveiled an $85 billion in-
frastructure program that would re-
quire the steel, iron and manufac-
tured goods used in the projects to
be made in the U.S.

The only way to head off global
protection is a global response.
That would provide some political
cover at home for governments that
keep their markets open. For years,
political leaders have been urging
the completion of the tottering
Doha global trade talks, although
they haven’t made enough conces-
sions to seal a deal. While a pact
would be useful, it would take years
to complete and wouldn’t close
many WTO loopholes.

The April meeting of the so-
called Group of 20 countries, which
includes the most powerful indus-
trial and developing nations, is a
better forum to reach a common
front against protection. When the
group last met, in mid-November,
it agreed to “refrain from raising
new barriers” to trade or invest-
ment over the following 12 months.
But a few days later, India in-
creased tariffs on steel, iron and
soybeans.

Thus, the assembled nations will
have to do a lot better in keeping
trade open or risk undermining
their efforts to lift the global econ-
omy out of recession. “Pledges with-
out rules don’t mean much,” said Ru-
fus Yerxa, the WTO’s deputy direc-
tor-general.

 —Elizabeth Williamson
contributed to this article.
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Protectionist wave could sink growth around the globe
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Putin said Gazprom
had incurred about
$800 million of
losses in the dispute.

The World Bank is expecting global
trade to contract for the first time in
27 years in 2009 before rebounding
in 2010. Annual change in volume: 

Economic shock waves

Source: World Bank
Note: 2009 and 2010 are forecasts
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By James Hookway

BANGKOK—Candidates from
Thailand’s coalition government
did better than many analysts ex-
pected in a clutch of parliamentary
by-elections Sunday that were the
first big test of new Prime Minister
Abhisit Vejjajiva’s staying power.

Preliminary results released by
Thailand’s Election Commission
late Sunday evening indicated Mr.
Abhisit will strengthen his thin ma-
jority in Thailand’s parliament.
That would bolster his government
against any no-confidence motion
filed by opposition legislators loyal

to former premier Thaksin Shina-
watra, the telecommunications mo-
gul who was ousted in a military
coup in 2006.

A strong showing in Sunday’s
vote to fill 29 vacant parliamentary
seats would also give Mr. Abhisit
more time to shore up Thailand’s
economy as it braces for the full im-
pact of the global economic slow-
down, instead of focusing solely on
his government’s political survival.

Thailand depends on exports
and tourism for 70% of its gross do-
mestic product, and the country’s
central bank has warned that it
could enter recession in the first

quarter of this year after a slump in
export and tourism receipts.

Since being elected premier in
parliament on Dec. 15, Mr. Abhisit
has made reviving Thailand’s econ-
omy his primary objective and has
mapped out an $8.6 billion eco-
nomic-stimulus plan to help the
country find a way through the glo-
bal downturn.

Unofficial tallies released by the
Election Commission late Sunday—
which still have to validated—
showed government coalition par-
ties winning 20 of the 29 parliamen-
tary seats contested, with Mr. Ab-
hisit’s Democrat Party picking up

seven seats.
If confirmed, the results would

widen the ruling coalition’s major-
ity in Thailand’s 480-seat parlia-
ment by 57 seats to 255 seats. Impor-
tantly, they would also provide Mr.
Abhisit with a buffer against a con-
stitutional provision that prevents
cabinet ministers from voting on no-
confidence motions. With 30 minis-
ters in Mr. Abhisit’s government
who are also legislators, the ruling
coalition had appeared vulnerable
to an opposition attempt to oust it
through a no-confidence vote.
 —Wilawan Watcharasakwet

contributed to this article.

Thailand voters appear to favor ruling coalition in by-election
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Citigroup moves toward a major shift in strategy
Bank may spin off
Smith Barney unit;
are ‘synergies’ real?

By David Enrich

Citigroup Inc., under pressure
from the U.S. federal government,
took a big step toward breaking up
the financial supermarket, entering
discussions to spin off its Smith Bar-
ney brokerage unit into a joint ven-
ture with rival Morgan Stanley, ac-
cording to people familiar with the
talks.

News of the talks, which could re-
sult in an agreement as soon as this
week, surfaced Friday afternoon as
Robert Rubin, a senior counselor
and director at Citigroup, an-
nounced his retirement from the
New York company.

The former Treasury secretary
brought his high profile and respect-
ability to Citigroup, but his reputa-
tion was diminished by his role in
the financial turmoil at the bank.

The future of Sir Win Bischoff,
Citigroup’s chairman, is uncertain.
Directors have discussed replacing
him, according to people familiar
with the matter.

A Citigroup spokeswoman de-
clined to comment on Sir Win.

With Mr. Rubin leaving and
Smith Barney likely to be hived off,
Citigroup Chief Executive Vikram
Pandit, his top lieutenants and di-
rectors are weighing other possibili-
ties that could result in a radical re-
shaping of one the world’s largest fi-
nancial-services firms.

Citigroup has also considered
the sale of Grupo Financiero Ban-
amex SA, its Mexican banking busi-
ness, but that option has been
shelved, according to people famil-
iar with the situation.

Citigroup officials also are mull-
ing the creation of a new entity that
would hold loans and other trou-
bled assets, those people said.

That would improve the appear-
ance of Citigroup’s balance sheet,
and possibly make it easier to sell
the bad assets.

Uniting the brokerage units of
Citigroup and Morgan Stanley
would represent another dramatic
turn in the reshaping of Wall Street
since the credit crisis erupted in
2007.

Some experts say such a joint bro-
kerage venture eventually could be-
come a standalone company. That
would mark the return of powerful,
independent brokerages, which all
but disappeared over the past de-
cade as investment banks and com-
mercial banks snapped up those
firms, seeking greater diversity.

Behind the dramatic moves at
Citigroup is mounting pressure
from the federal government,
which has pumped at least $45 bil-
lion into the company since last Sep-
tember.

The capital infusion is intended
to help the company ride out $20 bil-
lion in losses over the past year, and
the likelihood that the misery could
continue as the credit crisis drags
on and the economy falls deeper
into recession.

Upon being named chief execu-
tive in December 2007, Mr. Pandit
said he would conduct a “dispas-
sionate review” of Citigroup’s busi-
nesses, and that no options were off
the table.

But by early 2008, Mr. Pandit
had started informing senior execu-
tives that he planned to keep the fi-
nancial giant intact, and that his
strategy revolved around improv-
ing teamwork and execution, not
drastic structural changes.

Last May, Mr. Pandit unveiled
his vision for the company at an in-
vestor meeting that left many ob-
servers, including top executives,
feeling that he was pursuing the
same approach that failed for his
predecessor, Charles Prince.

Since Citigroup’s shares entered
a tailspin in mid-November, pres-
sure has been mounting on Mr. Pan-
dit to take drastic actions to stabi-
lize the company.

In the days before the U.S. gov-
ernment’s rescue, Citigroup execu-
tives toyed with the idea of selling
or spinning off units such as Smith
Barney.

But Mr. Pandit was reluctant to

take such steps, which he believed
should only be used if all other op-
tions had been exhausted.

At the time, Mr. Pandit explicitly
denied that he would ditch the re-
tail brokerage. “I love that busi-
ness,” he said on a Nov. 21 confer-
ence call with employees.

In December, government offi-
cials started pressing Mr. Pandit
and his deputies to devise and artic-
ulate a new strategy to slim down
the financial colossus, according to
people familiar with the matter.

Within Citigroup, senior execu-
tives increasingly felt that Mr. Pan-
dit’s commitment to Citigroup’s ex-
isting model was obsolete.

Some key executives recently
have concluded that some of the
supposed “synergies” associated
with Citigroup’s current structure,
such as the ability to “cross-sell” fi-
nancial products to customers of
different units of the company, are
overstated. That made a sale of a
major unit increasingly attractive.

Such a change in direction
would represent a partial retreat
from the strategy long championed
by former chairman and CEO San-
ford Weill.

Starting with a small consumer-
finance company in Baltimore,
Mr. Weill gobbled up dozens of fi-
nancial companies, culminating
with the landmark 1998 merger of
Citicorp and Travelers Group. That
deal created Citigroup, which has
tentacles in financial markets all
over the world.

Mr. Rubin, who at the time was
Treasury secretary, facilitated the
Travelers deal by shepherding legis-
lation through Congress that al-
lowed the combination of commer-
cial and investment banks.

In 2002, Citigroup spun off the
Travelers insurance operations.

On Jan. 22, Citigroup is likely to
report a fourth-quarter loss, which
Wall Street analysts are forecasting
to be $4.14 billion.

In recent days, Mr. Pandit’s team
has started laying plans to an-
nounce the company’s intention to
ditch Smith Barney as a way to ease
some pain associated with the
fourth-quarter results.

Mr. Pandit has been telling depu-
ties that it is essential that Citi-
group notch a profit in this year’s
first quarter, according to people fa-
miliar with the matter.

He believes that is the only way
Citigroup can reverse a dangerous
decline in morale among employees
and investors.

It also would be an important
step toward persuading federal offi-
cials that he has the company under
control.

The recent activity appears in-
tended, at least in part, to defuse
mounting pressure on Mr. Pandit,
who turns 52 years old next week.
Although he inherited a giant mess
when he became Citigroup’s CEO,
an increasingly vocal group of
shareholders and Citigroup insid-
ers contends he didn’t act quickly
enough to prepare Citigroup for the
brewing financial trouble.

He may face criticism that he
didn’t act sooner, when the busi-
nesses could have fetched higher
prices. Smith Barney has lost some
of its luster amid defections of
some top brokers and clients, as
well as its head, Sallie Krawcheck,
who was pushed out in September.

Citigroup executives believe
that a joint venture with Morgan
Stanley would have multiple bene-
fits.

It would free up precious capital
for Citigroup, while allowing the
company to continue to reap a por-
tion of the unit’s earnings.

Mr. Rubin, 70, decided last

month that he was ready to leave
the company, according to a person
familiar with the matter. That con-
clusion was driven by the over-
whelming amount of time that his
role at Citigroup was requiring, the
person said. Mr. Rubin declined to
comment.

Although speculation has been
swirling for months about Mr. Pan-
dit’s future, the pool of potential re-
placements is relatively small. It is
the same issue that Citigroup’s
board grappled with in 2007, follow-
ing Mr. Prince’s departure.

In some ways, the job of replac-
ing Mr. Pandit may be even tougher,
now that the government owns a
significant stake in Citigroup and is
keeping a tight rein on its executive
compensation, expenses and other
activities.

Under terms of the deal being
discussed between Morgan Stanley
and Citigroup, Morgan Stanley
would pay a multibillion-dollar
amount for a 51% stake in the joint
venture, with Citigroup retaining a
minority stake.

Morgan Stanley would have the
opportunity to buy more of the bro-
kerage firm in about three years,
eventually getting an opportunity
to own the whole thing.

A larger brokerage force would
help Morgan Stanley reduce its ex-
posure to trading and other volatile
businesses.

 —Matthew Karnitschnig, Aaron
Lucchetti and Robin Sidel

contributed to this article.
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Former U.S. Treasury Secretary Robert
Rubin plans to retire from the company

t

By David Enrich

Robert Rubin arrived at Citi-
group Inc. more than nine years ago
as one of the world’s savviest and
most respected financial executives.
After collecting $115 million in pay,
he leaves with his star diminished.

The former Treasury secretary
was credited with helping control
two big financial crises during his
time in Washington: the Mexican
peso devaluation and the Asian fi-
nancial meltdown. But he acknowl-
edges that he underestimated the
scale of the current financial crisis.

In his resignation letter to Citi-
group Chief Executive Vikram Pan-
dit, Mr. Rubin wrote that his “great
regret is that I and so many of us
who have been involved in this in-
dustry for so long did not recognize
the serious possibility of the ex-
treme circumstances that the finan-
cial system faces today.”

Mr. Rubin, who most recently
served as a Citigroup director and
senior counselor, was also an eco-
nomic adviser to Barack Obama’s
campaign. He wrote in his resigna-
tion letter that he wants “to intensify
my engagement with public policy.”

Mr. Rubin has continually empha-
sized that he had no operating role
at Citigroup and that others—in-
cluding former Fed Chairman Alan
Greenspan—also missed the warn-
ing signs of the crisis.

He resigned from his senior coun-
selor position as of Friday and said
he wouldn’t stand for re-election to
the board at Citigroup’s annual
meeting this spring.

Inside and outside the bank, Mr.
Rubin is blamed by some for push-
ing Citigroup to rev up risk-taking
as the housing and derivatives bub-
bles expanded—a move that has sad-
dled Citigroup with tens of billions
of dollars in write-downs and neces-
sitated a sweeping government bail-
out of the financial giant. Sharehold-
ers are irate that he has pocketed
$115 million in pay since 1999. Citi-
group’s share price is down 70%
since he came on board.

In an interview with the Wall
Street Journal in late November, Mr.
Rubin, 70 years old, defended the
board’s oversight of the company
and his pay packages. “I bet there’s
not a single year where I couldn’t
have gone somewhere else and

made more,” he said. He didn’t re-
ceive a bonus in the past two years.

Mr. Rubin’s stature and influence
meant his fortunes were inextricably
linked to those of Citigroup and its
management team. Last year, he was
the primary advocate of naming Mr.
Pandit, a newcomer to Citigroup, to
be the company’s CEO. While other
Citigroup directors harbored doubts
about Mr. Pandit’s qualifications, Mr.
Rubin eventually persuaded his col-
leagues to endorse the former Mor-
gan Stanley executive.

Mr. Rubin was hired at Citigroup
after serving as President Clinton’s
Treasury secretary and immediately
added stature to the firm, which had
been cobbled together by former CEO
Sandy Weill. Some executives at Citi-
group prized his thick Rolodex and
his deep knowledge of Wall Street.

In his resignation letter, Mr. Ru-
bin noted that he had planned to
scale back his involvement with Citi-
group six months ago, but Mr. Pandit
persuaded him to stay on board. “But
now, as you and your team have
made the tough decisions...and estab-
lished yourselves, the time has come
for me to reshape the structure of my
life,” Mr. Rubin wrote.

Plan now for a relaxing summer vacation
at our small mountain resort for 60
guests and 50 staff. Ideal temperatures in
the 70’s in Colorado’s most beautiful
mountain lake region. Just 65 miles from
Denver, yet secluded next to Rocky
Mountain National Park near Estes Park,
CO.

Ride over scenic trails, instruction,
lunch rides, wine & cheese rides, and
overnight pack trips. White water rafting
(extra), expert trout fishing guides (our
chef will cook your catch), guided hikes,
photography hikes with a professional,
landscape drawing & silversmith classes,
wildlife viewing trips (one of the largest
elk herds in the US), and relax in our heated
pool, hot tub, or sauna, or a massage (extra).
Cardio conditioning & strength training
center. Mountain bikes. All day childcare for
infants and up. Children’s horseback rides,
cookouts, activity building, & playground.
Kids enjoy current video games on our
Sony Playstation and XBox.

Our chef’s dinner entrees: N.Y. steak,
broiled salmon, prime rib, fresh trout,
duck, grilled fresh tuna, roasted pork
loin, curries, Italian & seafood dinners.
Fresh vegetables, homemade soups, &
desserts. Salad buffet, pastas, and poolside
lunches. Your choice of breakfast with
fresh fruit buffet. Live entertainment
five nights weekly; a magic and comedy
show, jazz quintet, an evening of karaoke

starring guests and staff, a talk and slide
show on Rocky Mountain National Park,
and a pianist at our champagne, shrimp,
and hors d’oeuvres welcome party. Golf
& tennis nearby. Free high speed satellite
WiFi internet access. Pets are welcome.
Comfortable 1 & 2 bedroom units
with queen beds, twin beds, patios or
hammocks, TVs/DVDs/VCRs & over 1200
selections, minibars, most with private
hot tubs (extra), and the “Doctor’s House”
accommodating up to 14 – perfect for
family reunions. Also the Governor’s House
for family reunions. Early morning “wake
up” coffee delivered to your room when
you wish. Free California house wines and
house beer. (Budweiser and Coors)

Package plan includes all of
the above $260 per person per day,
Children: 8-11 $210, 3-7 $135; under age 3
$95 per day with childcare – free with
no childcare (service, transfers & tax
extra). Anniversary/Honeymoon Packages.
Shuttle service from Denver airport. Our
56th year under the personal supervision
of Lloyd Lane, and advertised in The Wall
Street Journal for over 50 years. Season:
June 7 - Sept. 5, 2009. See our new 90
picture slide show at www.laneguestranch.com
Telephone Lloyd Lane now on his direct
line at 858-259-8528. Call 303-747-2493
after April 15, 2009 including evenings
and weekends for a Lane Guest Ranch
brochure. Email: lgrlane@aol.com

The Wall Street Journal ® is a trademark of Dow Jones L.P.

ADVERTISEMENT

COLORADO VACATION

T H E WA L L ST R E ET JOU R NA L . MONDAY, JANUARY 12, 2009 3

(t
op

 to
 b

ot
to

m
) U

PP
A

/P
ho

to
sh

ot
; A

FP

Disney plans theme park in China
Shanghai proposal
gains momentum
in dour economy

In a bullish bet amid a weakening
global economy, Walt Disney Co. is
moving forward on a proposal to
build a $3.59 billion theme park in
mainland China.

Shanghai Disneyland, which
would be one of the largest-ever for-

eign investments in China, is gain-
ing momentum amid broad eco-
nomic worries and Disney’s strug-
gles with three-year-old Hong Kong
Disneyland.

The media giant and the Shang-
hai municipal government last week
agreed to submit a proposal to the
Chinese central government that
outlines a jointly owned park, hotel
and shopping development on the
outskirts of the coastal city.

The move, which faces lengthy
approvals and likely revisions,
marks a significant step forward af-
ter nearly a decade of on-again, off-
again discussions. And it comes at a
time of new challenges at Disney’s
U.S. flagship parks in Orlando, Fla.
and Anaheim, Calif.

Disney has long sought a main-
land park for the access to the vast
Chinese market that it would offer.
The $37.8 billion media giant will be
able to pitch the park as creating
50,000 new jobs amid a cooling Chi-
nese economy. The downturn has
given the park new urgency, accord-
ing to a person familiar with the situ-
ation. “I think it will really fly now
given the current economic cli-
mate,” that person said.

Still, Leslie Goodman, an execu-
tive vice president at Disney’s Parks
and Resorts unit, stressed the pro-
posal is preliminary and faces a long
road ahead of it.

“As part of this lengthy process,
we worked on a joint application re-
port with the Shanghai government
which will be submitted to the cen-
tral governmentforreview.”Shecau-
tioned: “No deal has been signed, no
project has been approved.”

A Shanghai government spokes-
man declined to comment. Approv-
als by China’s central government
could take up to a year.

The agreement signed Thursday
in Shanghai represents a framework
to be considered by China’s State

Council, the central government’s
highest administrative body. If it au-
thorizes the project, a formal con-
tract would need to be negotiated
and approved by other central gov-
ernment bodies, such as China’s
Commerce Ministry.

The proposal provides for Bur-
bank, Calif.-based Disney to take a
43% equity stake in Shanghai Disney-
land while a joint-venture holding

company owned by Shanghai would
hold 57%, according to the person fa-
miliar with the terms.

The park’s first phase, encom-
passing about 1.5 square kilometers,
would include a theme park, a hotel
and shopping outlets and cost up to
24.48 billion yuan, or $3.59 billion,
that person said. A site near Shang-
hai’s Pudong International Airport
has been designated for the project.

For Disney, the project represents
somethingofacompromise.Initscur-
rent iteration, the proposal lacks any
Chinese broadcast element. When
discussions began in 1999, the com-
pany had declined Shanghai’s invita-
tions to invest believing it needed its
own television channels. In the U.S.,
Disney owns broadcast network ABC
and cable-networks.

Media exposure is a crucial part of
itsstrategytolure millionsofChinese
mainlanders to the park and extend
itsbrandstotheworld’slargestpopu-
lation. Disney believes broadcast ex-
posure would quickly build aware-
ness among Chinese consumers to
Disney franchises and could help en-
tice them to the Shanghai park.

The lack of a Chinese Disney
channel has hurt Hong Kong Disney-

land, which has struggled since it
first opened in 2005 with subpar at-
tendance and complaints that it is
too small. In its first year, it fell
400,000 people short of its target
5.6 million audience. The number of
visitors fell to just over four million
in its second year.

The joint application was signed
Thursday in Shanghai by Nick Frank-
lin, executive vice president for new

business development at Walt Dis-
ney Parks and Resorts, and a Shang-
hai district governor, Li Yiping, the
person said. The agreement marks a
significant step forward by offering
an outline for the intricate arrange-
ment that would allow Disney and
the local government to split owner-
ship of the project.

The framework agreement envis-
ages a six-year construction period
for the first phase and says the park
could open as soon as 2014.

Landing the Shanghai theme
park has been a top priority for Dis-
ney. Rampant piracy of everything
from Snow White DVDs to Disney-

branded Mickey Mouse toys handi-
caps the company’s ability to take
full advantage of the local market.

A mainland park has the potential
to alter that equation. It would give
the company a venue to sell its prod-
ucts without the threat of piracy. It
would also allow the company to get
greater control over the way its
brandis perceived throughout China.

Disney executives also hope
goodwill associated with a big in-
vestment can help them get ap-
proval to expand their local televi-
sion programming.

Though under discussion for
years, the project heated up in early
2008 as global economic growth
prospects weakened. In recent
months, Shanghai officials have spo-
ken favorably but vaguely about the
possibility of a Disney project. Last
month, Disney Chief Executive Rob-
ert Iger visited Shanghai. Months
earlier, a Shanghai vice mayor
toured Florida’s Walt Disney World.

Rumors of an impending deal
last year prompted a flurry of land
speculation in the area near the
city’s international airport where
Shanghai Disneyland would be built.

In the U.S., Disney is offering a va-
riety of promotions and discounts at
its U.S. theme parks and resorts to
encourage visits during the reces-
sion. New promotions include free
birthday admission to the Disney
parks and a buy four, get three
nights free deal.

Mr. Iger said in November that
bookings had “fallen off consider-
ably” for the early part of 2009. Dis-
ney relies on its theme parks for 30%
of its revenue.

Shanghai Disneyland is ex-
pected to feature Chinese cultural
characteristics as well as attrac-
tions built around traditional Dis-
ney characters and themes. Only ap-
proximations of the theme park’s
layout are spelled out in the frame-
work agreement.

The ownership structure resem-
bles some aspects of Disney’s deal in
Hong Kong, where a joint venture is
majority held by the local govern-
ment. In recent weeks, the two own-
ers said they are in negotiations to
expand the Hong Kong site.

In Shanghai, a newly formed com-
pany named Shendi will hold the lo-
cal government’s interest in the
park. Shendi is owned by two busi-
ness entities under district govern-
ments in Shanghai, as well as a third
company owned by the municipal
government’s propaganda bureau.
Advising the city government in the
deal is Shanghai Investment Con-
sulting Corp.

By James T. Areddy
in Shanghai and Peter Sanders
in Los Angeles

By Matthew Dolan

Ford Motor Co. is working on a
new generation of dashboard elec-
tronics that it hopes will turn cars
into something like iPhones on
wheels.

The auto maker on Thursday pre-
sented a vision of where it hopes to
go with Sync, the voice-activated, in-
car entertainment and communica-
tion system it launched 18 months
ago.

In a speech at the Consumer Elec-
tronics Association show in Las Ve-
gas, Ford Chief Executive Alan Mula-
lly outlined how coming genera-
tions of Sync will be an open technol-
ogy that drivers can customize by
adding features and applications de-

veloped by outside companies and
independent programmers—along
the lines of what Apple Inc. has
done with the iPhone.

“We have seen so many relevant
applications already developed for
phones and most of the wireless
companies don’t write their own ap-
plications. We’ll do the same” with
Sync, said Doug VanDagens, direc-
tor of Ford’s Connected Services Or-
ganization, in an interview.

Ford is in talks with companies
to make Sync applications and other
add-ons. Beth Marcus, chief technol-
ogy officer and a founder of Zee-
mote Inc., a wireless game-control-
ler company in Chelmsford, Mass.,
said her company has talked to Ford
about designing a similar controller

for Sync.
Sync is installed in close to a mil-

lion Ford vehicles and costs buyers
$395 to activate.

On Thursday, Mr. Mulally also an-
nounced enhanced features for the
current version of Sync, which is
based on Microsoft Corp. technol-
ogy and provides hands-free access
to a cellphone, the car radio and ex-
ternal music players like iPods. Sync
systems on 2010 Ford models also
will offer real-time traffic, sports
and weather reports and turn-by-
turn directions, he said.

Ford hopes to gain a competitive
edge by enhancing automotive elec-
tronics. One model Ford cites is Ap-
ple’s “app store,” a Web site where
developers post applications for

iPhones that customers can down-
load. Users usually pay a small fee,
with Apple and the developer split-
ting the money.

In the future, Ford wants to let
drivers create an avatar—a digital
talking head similar to the personali-
ties video gamers create on Ninten-
do’s Wii game console. The avatar
would greet drivers and give them
information and personalized feed-
back using conservational lan-
guage.

In a recent demonstration, Ford
showed an avatar named Eve that
provided locations of nearby busi-
nesses, scheduled appointments
and searched the Internet for news
articles.

Ford to enhance in-car Sync system with apps, avatars

By Yukari Iwatani Kane

Palm Inc. unveiled a new smart
phone that lets users access their
email, contacts and calendar sched-
ules from multiple sources, as the
company attempts to take back
share in a market it once dominated.

Palm said its new device, Palm
Pre, was designed to help users or-
ganize the data and information
they may have scattered over multi-
ple Web sites and software pro-
grams and consolidate them so they
can be accessed through one soft-
ware application.

The Palm Pre is built upon a new
operating system, which is called
the Palm webOS, that the company
says will make it easier for develop-
ers to create applications for Palm
devices.

“We think it is the first device
that will automatically navigate the
Web,” said Jon Rubinstein, Palm’s
executive chairman, at the Con-
sumer Electronics Show in Las Ve-
gas Thursday.

The device is Palm’s latest at-
tempt to make headway in the smart-
phone market. Palm, based in Sunny-
vale, Calif., was once a trendsetter in
hand-held computers, and helped pi-
oneer the smart-phone category ear-
lier this decade with the Treo device,
but it has since been squeezed by
competition from Research in Mo-
tion Ltd.’s Blackberry and Apple
Inc.’s iPhone. In mid-2007, private eq-
uity group Elevation Partners took a
25% stake in Palm and brought on
board Mr. Rubinstein, formerly a top
Apple executive, to try to bring back
innovation at the company.

Since the Elevation Partners in-
vestment in 2007, Palm has intro-
duced some new products, such as a
new low-end smart phone called the
Centro. But investors and industry
watchers have been waiting for the
company to debut a new operating
system and to build a new genera-
tion of devices on top of that soft-
ware. In December, Elevation Part-
ners agreed to make an additional
$100 million equity investment to
keep the company going while it
tries to gain momentum with its
new products.

Unlike previous Palm devices,
the Palm Pre can consolidate contact
information from sources such as Mi-
crosoft Corp.’s Outlook email, the
Facebook social networking site and
Google Inc.’s Gmail email program,
while eliminating duplicate data.
Palm said Sprint Nextel Corp. will be
its exclusive U.S. network provider.

MARKETPLACE

Hong Kong Disneyland has struggled
since its 2005 opening with subpar
attendance and complaints about its
small size. Above and right, shots from
its grand opening on Sept. 12, 2005.

Palm hopes
for comeback
with new phone

Ford’s Sync is a voice-activated
entertainment and media system.
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Traffic jam backs up Chrysler inventory
After a slide in sales, dealers aren’t ordering new cars despite auto maker’s requests; ‘We are going to sit tight’

By David Pearson

PARIS—French car maker
Renault SA said Friday that its glo-
bal vehicle sales fell 29% in Decem-
ber and 4.2% in 2008 from a year ear-
lier because of dwindling demand
and urged the French government
to do more to jump-start the mar-
ket.

“What’s cruelly lacking today is
the availability of credit,” said
Patrick Blain, Renault’s executive
vice president for sales, adding that
Renault alone requires about Œ9 bil-
lion ($12.35 billion) of fresh financ-
ing annually. “We want the state to
help us get access to credit,” he said.

The finance arms of Renault and
local rival PSA Peugeot-Citroën SA
were each allocated Œ500 million in
low-cost funds as a stopgap mea-
sure as part of a French government
plan unveiled in December to assist
France’s battered automobile indus-
try.

Another plan to give the coun-
try’s car industry a boost is in the
works at the request of President
Nicolas Sarkozy. “A lot of things are
being considered, nothing has been
decided yet,” a spokesman for the
French finance ministry said Friday.

European car makers are strug-
gling to overcome the deepest
slump in the automobile market in

half a century. Profit margins have
either collapsed or disappeared en-
tirely as companies have struggled
to slash fixed costs in line with pro-
duction and sales. Though all auto
makers have been slashing invest-
ment and inventories, most are ex-
pected to post full-year losses for
2008 in the coming weeks.

Germany’s BMW AG said Friday
that its global sales in 2008 were
down 4.3% from a year earlier,
though its core BMW brand re-
tained its crown as the world’s best-
selling premium brand even as sales
skidded 5.8%.

Meanwhile, General Motors
Corp. said Friday that its European
sales fell 6.5% in 2008 from the pre-
vious year, trimming the auto mak-
er’s market share to 9.3% from 9.4%.
In December, sales were down 14%
from a year earlier.

“I consider this a success in diffi-
cult times,” said GM Europe Presi-
dent Carl-Peter Forster. “We’re en-
couraged with our sales perform-
ance as we are facing an unprece-
dented set of economic challenges
due to the global economic crisis,”
he said.

For Renault, reducing invento-
ries of unsold vehicles is an “abso-
lute priority,” Mr. Blain said, noting
that the company has fulfilled its
goal of cutting its bloated stocks to

levels seen at the end of 2007 by
slashing production. This effort will
be continued, though there is less ur-
gency now than a few months ago,
he said.

Mr. Blain said the company will
continue to adapt output to keep
pace with falling demand. The com-
pany idled its assembly plants for
most of December and has launched

a plan to reduce headcount by 4,000
workers. At the end of 2007, Renault
had 130,179 employees world-wide.

Renault’s sales in Europe, by far
the most important region for the
company in terms of volumes and
profit, fell 7.2% last year in a market
that contracted 8.1%, allowing the
company to increase its market
share to 9% from 8.8%. Outside Eu-
rope, Renault’s sales rose 1.5%. It
maintained its world-wide market
share at 3.6%.

Shares in Renault were up 6.6%,
while the Paris benchmark CAC40
index was up 0.8%. The company’s
share price has dropped 74% over
the past 12 months.

Mr. Blain said Renault has also
frozen its planned production of ve-
hicles at a joint venture being set up
at Chennai, India, with alliance part-
ner Nissan Motor Co. The Œ780 mil-
lion project called for two produc-
tion lines assembling entry-level
and sport-utility vehicles for the
two companies. Renault will fulfill
its share of the infrastructure invest-
ment, he said, but for now the plant
will make only Nissan-branded cars.

 —Christoph Rauwald in Frankfurt
and Nathalie Boschat and A.H.

Mooradian in Paris contributed to
this article.

Renault, its sales off, bemoans lack of credit

CORPORATE NEWS

By Kate Linebaugh

DETROIT—After a deep slide in
sales in the fourth quarter, Chrysler
LLC now faces a new obstacle in its
battle to survive: Many dealers are
loaded with inventory and aren’t or-
dering new vehicles.

Take Bill Rosado, owner of a
Chrysler-Dodge-Jeep dealership in
Milford, Pa. He says he is resisting
the company’s requests to add more
stock to his already-crowded lot.

“We’re not ordering any cars in
spite of the pressure they give us.
We are going to sit tight with what
we have,” Mr. Rosado said. “We
don’t see any peak coming up where
all of a sudden Chryslers are going
to be desired.”

Chrysler’s financial troubles
only add to his concerns. Four
months ago, Mr. Rosado had to close
a Dodge store in Wilkes-Barre, Pa.,
after sales slowed to an unsustain-
able level, and he is still waiting for
payment from Chrysler for parts
that he returned.

“They are so behind paying us,”
he said. “We’re all very cash-
strapped at this point. So to build up
additional receivables is certainly
not attractive to us.”

An auto maker books sales when
vehicles are shipped from its plants
to its dealers, so a slowdown in or-
ders reduces a car company’s reve-
nue.

Chrysler was nearly out of
money last month before it got $4
billion in emergency loans from the
U.S. government. During the next
few months, the company needs to
find a way to keep revenue coming
in as it scrambles to slash costs. By
March, Chrysler has to show the
U.S. Treasury Department it is via-

ble as an independent company, or
it could be required to pay back the
money or be denied further loans.

At the North American Interna-
tional Auto Show in Detroit,
Chrysler Chief Executive Robert
Nardelli acknowledged the compa-
ny’s cash reserves are dwindling.
Chrysler ended 2008 with $2 billion
in cash and its holdings will hit a low
point this month, he told reporters.

He added that Chrysler is expect-
ing to get an additional $3 billion in
government loans, and said
Chrysler doesn’t expect a rebound
in the market during the first quar-
ter. Chrysler, a private company con-
trolled by private-equity group Cer-
berus Capital Management LP, ex-
pects an annualized selling rate of
10.6 million vehicles in the quarter,
in line with the depressed levels of
the past few months.

Chrysler’s situation is the most
extreme example of an inventory
glut plaguing all auto makers as a re-
sult of the slide in auto sales in the
final quarter of 2008.

The inventory pile-up is likely to
add gloom to the Detroit auto show,
which opened on Sunday. Normally,
the show provides a swell of enthusi-
asm that helps spur sales in dealer
showrooms. But the mood in Detroit
is downbeat after sales slowed to
their lowest level in 25 years.

AutoNation Inc., the country’s
largest chain of car dealerships by
revenue, estimates that 3.2 million
vehicles are now sitting on dealer
lots across the country. At the cur-
rent retail sales pace, that is enough
to last more than four months.

On average, vehicles that were
sold in December had been on
dealer lots 92 days before being pur-

chased, up from 59 days a year ear-
lier, according to J.D. Power & Asso-
ciates. Chrysler vehicles sold in De-
cember had been on dealer lots for
142 days, the most of any manufac-
turer, compared with 70 last year.

The logjam of vehicles stems
from the fourth-quarter slides in
U.S. vehicle sales. Total U.S. sales
fell 35% from a year earlier in the fi-
nal three months of 2008.
Chrysler’s declined 46%, according
to Autodata Corp.

In reaction, Chrysler has shut
down all of its plants for a month un-
til the middle of January, and won’t
have any revenue coming in until its
plants start up and begin shipping
cars and trucks.

Chrysler is “at a high-risk state,”
said David Cole, chairman of the Cen-
ter for Automotive Research. “They
will probably somehow be absorbed

somewhere in the industry,” he
added. “Whether they are divided
into pieces, it all depends on if there
is a policy decision.”

Other manufacturers also have
put the brakes on production to ad-
dress mounting inventory. Toyota
Motor Corp. this past week said it
will idle plants in Japan for 11 more
days than it had previously planned
in the fourth quarter. Ford Motor
Co. is extending its year-end shut-
down at 10 North American plants
by an additional week. General Mo-
tors Corp. has idled most of its facto-
ries for much of January.

That will have a direct impact on
their revenue, said Haig Stoddard,
an industry analyst at IHS Global In-
sight. “At the end of the first quarter
we may really find out who is going
to make it or not,” he said.

Chrysler is offering financial in-
centives to get dealers to stock up.
In the fourth quarter, dealers could
earn bonuses if they ordered extra
vehicles, dealers said.

But many are balking. Greg Simp-
son, general manager of York
Chrysler Dodge Jeep in Crawfords-
ville, Ind., saw his inventory double
after he closed a sister Dodge dealer-
ship. He has only seven vehicles on
order for January. “Hopefully they
are not going to shove anything
down our throat,” he said.

In an interview, Michael J. Jack-
son, chief executive of AutoNation,
said he is trimming his company’s
orders significantly from almost all
auto makers, too. Taking on addi-
tional inventory might help the auto
makers, but it is a big risk for him if
sales remain slack and vehicles lan-
guish in inventory. Dealers, he said,
“could get left holding the bag.”
 —Jeff Bennett

contributed to this article.

Patrick Blain, Renault’s executive vice
president for sales, presented 2008
sales results Friday.
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By Kate Linebaugh

DETROIT—Honda Motor Co.
aims to reduce its U.S. inventory by
about a third over the next three
months to better align with sales, af-
ter seeing its stockpile of cars and
trucks swell in the last quarter.

Honda has 100 days of supply of
cars and trucks. But Richard Col-
liver, executive vice president of
sales at American Honda Motor Co.,
said at the North American Interna-
tional Auto Show that his target is
65 to 70 days’ inventory.

Honda, like all manufacturers,
has slashed production, cutting
U.S. output about 200,000 units to
1.2 million vehicles for its fiscal
year ending March 31. Last year,
Honda’s vehicle sales slumped 7.9%
from the year before. But last quar-
ter, Honda sales fell 30%, leading to
large stockpiles.

The company doesn’t expect it
will need further production cuts,
though that will be assessed contin-
ually, Mr. Colliver said. In the next
few weeks, the company will broad-
cast advertisements marketing its
lease business, in hopes of boosting
sluggish sales, he said.

Honda in U.S.
looks to reduce
dealer stockpiles
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Earphones that stay
out of your ears
WSJ.com/Tech

By Suzanne Vranica

And Nick Wingfield

As businesses sharply cut back
their spending on technology, Mi-
crosoft is making a counterintuitive
bet: a $150 million advertising cam-
paign to persuade them software
can save them money in lean times.

The effort is the latest phase of
the company’s three-year-old “Peo-

ple Ready” ad
push, which has
tried to inject

some pizzazz into Microsoft soft-
ware products for business. These
include everything from the compa-
ny’s Exchange messaging software
to SharePoint, a product that lets
workers share documents and col-
laborate on projects electronically.

The new ad slogan: “It’s every-
body’s business.”

The campaign, which began air-
ing Sunday, enlists actual Mi-
crosoft customers to give the prod-
ucts more personality. Among them
are Katie Bayne, chief marketing of-
ficer in North America for beverage
maker Coca-Cola, Brad Alford,
chief executive of food giant
Nestlé’s U.S. unit, and Eric Ryan, co-
founder of consumer-product man-
ufacturer Method.

Throughout the animated spots,

the executives talk about how tech-
nology has helped their businesses.
Their improvised lines were re-
corded by telephone, both to save
money on production of the ads and
to underscore the message that
communications technologies can
be cheaper than travel.

“It’s about, hey, you give people
tools, they can save costs and be
more efficient,” says Microsoft Se-
nior Vice President Mich Mathews.

The campaign—the first for Mi-
crosoft from WPP-owned agency
JWT, which landed ad duties for
the software maker in
July—is a prime example of
how the souring economy
is affecting the way ads
look and feel. The push is
very different from the
slick Microsoft Windows
campaign for consumers
that kicked off this summer
with ads that featured ce-
lebrities like comedian
Jerry Seinfeld and actress
Eva Longoria Parker.

Midway through the ad-
development process, Mi-
crosoft was forced to tweak
the new campaign to home
in on the cost-saving as-
pects of its products, as eco-
nomic turmoil worsened

and its sales force asked for stron-
ger ads. The campaign was pushed
back several weeks so revisions
could be made.

One print ad touting Microsoft’s
video-conferencing software car-
ries the headline “Reduce Travel
Cost by up to 30%.” Some of the TV
ads go even further, referring di-
rectly to the economy’s swoon. One
spot features animated images of
Robert McKnight, CEO of the out-
door-apparel and equipment
maker Quicksilver, surfing as he
talks in the background about how

the “economic tsunami” has forced
companies to do things faster.
“Without technology, we would be
nowhere,” he says in the ads.

Still, persuading corporations—
specifically their technology pro-
fessionals—to spend in this harsh
economic climate won’t be easy.
The purse-strings at many compa-
nies have been drawn tight.

Indeed, spending on informa-
tion technology this year will grow
at its slowest rate in six years, ac-
cording to Forrester Research. In
the U.S., business and government

purchases of IT goods and
services will increase a
paltry 1.6% to $573 billion
in 2009, a far cry from the
4.1% and 7% growth the
sector experienced in
2008 and 2007, Forrester
predicts.

Microsoft knows it
faces an uphill battle. “Cer-
tainly everyone is looking
hard at the bottom line
and where they can save,”
says Gayle Troberman, Mi-
crosoft’s general manager
of advertising. Microsoft
itself has started cutting
costs—for instance, by re-
ducing the amount of
travel its employees do in

favor of video-conferencing and
other forms of virtual meetings.

Using animation made the cam-
paign more cost-effective for Mi-
crosoft, allowing it to forgo elabo-
rate ad shoots in far-off places. The
ads also were shot on video, a
cheaper option than film. The ear-
lier Windows campaign was shot
on film in multiple locations.

Compared with some other big
technology companies, Microsoft,
which has a mountain of cash, is in
a strong position to weather the
downturn. In the company’s most
recent quarter, revenue for Mi-
crosoft’s business division, which
is responsible for many of the prod-
ucts in the ad campaign, jumped
20% from a year earlier to $4.95 bil-
lion, making it the fastest-growing
of Microsoft’s larger divisions.

Last year, Microsoft refigured
its ad accounts and shifted major
pieces of its ad business away from
its longtime agency partner Inter-
public Group’s McCann-Erickson,
which still works on some parts of
the business.

Electric cars aside, hybrids still get buzz
Toyota, Honda, Ford
unveil new models;
the battery barricade

Panasonic to curtail
investments in flat-
panel TVs. Page 8

Microsoft pitches its business software as savings tool

By John Murphy

Detroit

E
LECTRIC vehicles may
have stolen the spotlight
at this year’s Detroit auto
show, with many of the
world’s top auto makers

promising to charge into the future
with lineups of flashy, emission-free
green cars.

But Toyota Motor Corp. and
other auto makers are seeking to en-
sure that gas-electric hybrids re-
main the dominant ecocar in the
years ahead.

Toyota is unveiling two hybrids at
this year’s auto show: the third gener-
ation of its top-selling Prius and the
Lexus HS250h, a luxury vehicle that
will only be available as a hybrid. The
company also said it will introducing
10 more hybrids by early next de-
cade, part of its goal to sell one mil-
lion hybrids a year by that time.

Once ridiculed as impractical, too
expensive or a gimmick by other auto
makers, the Prius is spawning a fleet
of competing hybrids at this show.

Honda Motor Co. introduced its
new Insight, a four-door hatchback
that it is marketing as the first “af-
fordable” hybrid. Ford Motor Co.
showcased its new Fusion hybrid,

which is due later this year, and
South Korean auto maker Hyundai
Motor Co. displayed its own hybrid
technology that it plans to make avail-
able in 2010.

To be sure, many auto makers be-
lieve consumers are ready to leap
from gas-electric hybrids to pure
electric vehicles. Ford, Chrysler LLC
and General Motors Corp., as well as
smaller players like China’s BYD Co.
and start-ups Tesla Motors LLC and
Fisker Automotive Inc., all displayed
electric vehicles that generated buzz
at the North American International
Auto Show on Sunday.

Even Toyota hedged its bets on hy-
brids by unveiling its own electric ve-
hicle at the show: a small, two-door
electric concept car that it plans to in-
troduce in 2012.

But the future for electric vehi-
cles remains vague, despite the ini-
tial enthusiasm. Most electric con-
cepts shown here still depend on
breakthroughs in battery technol-
ogy, have high production costs and
aren’t guaranteed to be a success
with consumers, who would need to
adjust to recharging their vehicles.

By contrast, hybrids have become
accepted technology, requiring no ad-
ditional infrastructure or change of
refueling habits.

“While Toyota is investing
heavily in advancements such as
fuel cells, plug-ins and battery elec-
tric vehicles, we believe that the gas-
electric will be our core technology
for many years to come,” said Irv
Miller, vice president, environmen-

tal and public affairs, for Toyota Mo-
tor Sales USA.

In terms of sheer volume and de-
tailed planning, Toyota is right. Ini-
tial production goals for most elec-
tric vehicles remain relatively
small, with GM planning to produce
about 60,000 of its highly antici-
pated Chevy Volt due out in 2010.
Chrysler said it expects to start pro-
ducing an electric car in 2010, one of

four that the company plans to
bring to market by 2013, though it of-
fered few details.

Toyota, by contrast, is well on its
way to reaching its goal of selling one
million hybrids a year early next de-
cade and has set a goal of offering hy-
brid versions of all its vehicles by
2020. Honda, the world’s second-
largest manufacturer of hybrids,
aims to sell 500,000 hybrids a year
by about the same time. Ford hopes
the new Ford Fusion and Mercury Mi-
lan hybrids will help double its sales

of hybrids to 40,000 a year.
Though sales of hybrids slipped

in recent months as gas prices have
plummeted, falling more than 50% in
December, car makers are confident
that high gas prices will return, help-
ing to make hybrids a cornerstone of
the auto industry.

“There is basically nothing out
in the market today in terms of seg-
ment that doesn’t have some hybrid

associated with it. From the biggest
vehicles at GM, to Ford and
Chrysler to us—you’ve got the hy-
bridization of the internal combus-
tion engine,” said John Mendel, ex-
ecutive vice president of American
Honda Motor Co.

Electric vehicles represent the
next step, he said. The question is
whether the industry is ready to take
the step. Most auto makers are aim-
ing to build powerful lithium-ion bat-
teries to power their planned electric
vehicles, but safety and durability is-

sues remain.
Ford doesn’t view its hybrids,

plug-ins and pure electric vehicles as
being in competition but part of a
broad electrification strategy.

Chief Executive Alan Mulally said
that Ford would bring its electrified
vehicles to market “more quickly
and more affordably” than its com-
petitors. Unlike GM, which has
pledged to bring its plug-in hybrid to
market by late next year, Ford said
that it will introduce a battery-only
commercial van in 2010, followed by
a passenger car built on the same
technology in 2011. Those introduc-
tions would be followed by a plug-in
vehicle by 2012.

The concept has long languished
at Ford but has been consistently
pushed by Ford Chairman William
Ford Jr., who took center stage at
Cobo Arena to announce that the elec-
trification strategy “is not a test pro-
gram” but “a vital element” of the
company’s future product-develop-
ment strategy.

Even so, the initial production
run of the battery-electric vehicles
would be between 5,000 and 10,000
in the first year, small compared with
Ford’s expected hybrid sales.

“It’s going to be a niche market
for quite some time. But the choice is
you either have to get on the train at
the station or you are going to miss it
altogether,” said Ford sales analyst
George Pipas.
 —Matthew Dolan

and Kate Linebaugh
contributed to this article.

Disney is making a bullish bet, moving
forward on a proposal to build a $3.59
billion theme park in Shanghai. Page 30
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An animated version of Quicksilver CEO Robert McKnight talks
about the ‘economic tsunami’ in Microsoft’s new ad push.

Honda is marketing its
new Insight as the first
‘affordable’ hybrid.
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India names new Satyam board in bid to restore credibility

Investigators to look at Maytas companies
Raju family holdings
have gained in boom
of Hyderabad market

By Mukesh Jagota

And Romit Guha

NEW DELHI—Indian authori-
ties, continuing a series of unprece-
dented moves to contain fallout
from the fraud at Satyam Com-
puter Services Ltd., on Sunday
named three people to a new board
that will aim to restore the technol-
ogy company’s credibility.

At a news conference Sunday, In-
dian Corporate Affairs Minister
P.C. Gupta said the new board plans
to meet Monday. The federal gov-
ernment’s appointees are Deepak
Parekh, chairman of Housing Devel-
opment Finance Corporation; Ki-
ran Karnik, former president of the
National Association of Software
and Service Companies, an indus-
try group known as Nasscom; and
C. Achutan, a former member of
the Securities and Exchange Board
of India.

The creation of a new board—
whose three initial appointees will
decide on a chairman and name
more members—comes after Sa-
tyam’s founder, B. Ramalinga Raju,
and his brother, co-founder B.
Rama Raju, were arrested Friday
and taken into judicial custody un-
til Jan. 23.

Late Saturday, chief financial of-
ficer Srinivas Vadlamani was ar-
rested and will also be kept in judi-
cial custody until Jan. 23, V.S.K. Kau-
mudi, inspector general of police
for the economic offenses wing of
the criminal investigation depart-

ment, said Sunday. The inspector
general said a petition for the police
custody is set for hearing Monday.

The three men face charges of
criminal conspiracy, cheating and
falsification of records. Efforts to
contact them or their lawyers
weren’t successful.

The government’s
moves to fire the existing
Satyam board, which had
been scheduled to meet
Saturday, and then ap-
point a new board were un-
precedented.

In a statement, Satyam
welcomed Sunday’s ap-
pointments, saying they
will ensure continuity of
company operations. Sa-
tyam “has complete confi-
dence in them, and
pledges to work closely
and in full cooperation with the
new board,” it said.

Mr. Gupta, the corporate affairs
minister, said the new board’s first
priority “will be to restore the com-
pany’s credibility, customer confi-
dence and employees’ morale and
to safeguard the interest of inves-
tors and other stakeholders.”

Mr. Parekh said on Sunday the
appointees were planning to meet
with the Registrar Of Companies,
which has access to company
records in Hyderabad, where Sa-
tyam is based.

“We will assess the situation
when we meet tomorrow. I haven’t
seen a Satyam balance sheet in my

life,” he said, declining to comment
on the agenda of Monday’s meeting.

Ramalinga Raju resigned as Sa-
tyam chairman Wednesday after he
admitted overstating profits and
creating a fictitious cash balance of
more than $1 billion over several
years by inflating the debt owed to

the company and under-
stating liabilities. The
news sent shock waves
across corporate India and
put a question mark on the
survival of Satyam, India’s
fourth-largest technology
company by revenue.

When the corporate af-
fairs minister was asked
whether representatives
of financial institutions
with stakes in Satyam may
be given a seat on its
board, he replied: “All op-

tions are open.”
On Saturday, the Indian Ministry

of Corporate Affairs said it received
a letter from Lazard Ltd. seeking
representation on the new board.

But in a statement Sunday, Laz-
ard Asset Management LLC, a fi-
nancial and asset management
arm of Lazard Ltd., said that re-
ports saying it is seeking a seat are
“incorrect.”

Lazard has a 7.4% stake in Sa-
tyam. Lazard spokeswoman Judi
Mackey said her firm had only com-
municated to the Securities and Ex-
change Board of India, the coun-
try’s chief markets regulator, and
the Ministry of Corporate Affairs, a

request “to be informed on all mat-
ters being considered regarding Sa-
tyam.”

Satyam’s survival as a going con-
cern will depend almost entirely on
its ability to retain customers, even
as it attempts damage control after
admission of a massive fraud perpe-
trated by its top executive.

Keeping its business intact will
be Satyam’s focus in coming
months. The company’s clients in-
clude several Fortune 500 compa-
nies, such as General Electric Co.,
General Motors Corp. and Nissan
Motor Co. None have said they have
pulled any business from Satyam.

When asked whether his com-
pany had talks with some existing
Satyam clients on a possible change
of vendor, Wipro Ltd. Chief Finan-
cial Officer Suresh Senapaty said: “I
can’t say no.”

On Friday, India’s stock market
continued to suffer from the after-
effects of Satyam’s fall. After a mar-
ket holiday Thursday, Satyam’s
shares—which lost more than 75%
on Wednesday—fell another 40% to
23.85 rupees (49 U.S. cents); the
benchmark Sensex index on the
Bombay Stock Exchange fell 1.9% to
9406.47.

The Securities and Exchange
Board of India said Friday it will re-
view auditors’ working papers relat-
ing to companies in the Sensex and
the National Stock Exchange Nifty
50-share index in a bid to boost in-
vestor confidence in financial dis-
closures.

“It is possible for people to
think, or imagine, that there is a
problem everywhere so we need to
assure investors that Satyam is a
one-off phenomenon and we don’t
have problems everywhere, that ac-
counting is not lax in all compa-
nies,” said C.B. Bhave, SEBI’s chair-
man. He said recent results for big
companies would be subject to peer
review by another auditor; other
company results will be subject to
peer review by accounting firms on
a random basis.

When the government sacked
the existing Satyam board, it had
far fewer members than usual. Four
independent directors resigned
last month and co-founders Mr.
Raju and his brother quit last week,
leaving three members of the origi-
nal nine.

One remaining director was Ram-
mohan Rao Mynampati, a senior Sa-
tyam executive who took over as in-
terim chief executive after Mr. Ra-
ju’s admission of fraud. Mr. Raju has
said that, apart from his brother
and him, no board member past or
present was aware of his scheme.

Mr. Mynampati said at a press
conference Thursday that Satyam’s
cash position was dire and that it
needed new funds. There are no indi-
cations the government will pro-
vide money but that might change
with a government-appointed
board in place. Satyam has 53,000
employees.

 —Eric Bellman and John Satish
Kumar contributed to this article.

CORPORATE NEWS

By Eric Bellman

HYDERABAD, India—The investi-
gation of fraud at India’s Satyam
Computer Systems Ltd. is spread-
ing to the property and infrastruc-
ture companies connected to Sa-
tyam’s disgraced former chairman
B. Ramalinga Raju, a development
that highlights the family’s exten-
sive property and other ventures in
this southern Indian city.

As investigators try to figure out
the full extent of the fraud that Mr.
Raju confessed to last week, authori-
ties are looking at Maytas Proper-
ties Ltd. and Maytas Infra Ltd.,
among other companies, according
to an Indian government official in
New Delhi. The two companies are
controlled by the Raju family.

Investigators said it is too early
to tell if there is any fraud related to
the Maytas companies. A Maytas
Properties spokesman said the com-
pany wasn’t connected to Satyam’s
problems. A spokesman for Maytas
Infra said “We are confident that we
will be found to have sound and hon-
est business practices.”

Mr. Raju resigned and was ar-
rested last week after admitting he
exaggerated the company’s finan-
cial health and created a fictitious
cash balance of more than $1 billion.
He and his brother, Satyam’s former
managing director, have been ar-
rested on charges including cheat-
ing and forgery and are in jail. A law-
yer for Mr. Raju couldn’t be reached
for comment Sunday.

The company’s chief financial of-

ficer, Srinivas Vadlamani, was ar-
rested late Saturday night. Efforts
to reach him were unsuccessful.

A former Satyam director said
that in recent years Mr. Raju had
watched as some Indian property
companies soared in stock-market
value because of their land holdings.
He saw them “becoming bigger than
Satyam and all they had was a land
bank,” the director said. “He
thought that the information-tech-
nology business was running out of
steam so he wanted to become big in
infrastructure” and property.

Satyam, founded in 1987, is one
of India’s largest technology-out-
sourcing companies. But the indus-
try’s profit growth has slowed in re-
cent years as employee salaries rose
and the global economic slump hit
key clients. Indian property prices,
in contrast, have been on a tear. Hy-
derabad, the big southern Indian
city where Satyam and the Raju fam-
ily are based, has been one of the
frothiest national markets. Mr. Raju
himself has extensive property hold-
ings in the city, according to another

person who knows him.
Maytas Properties is run by Mr.

Raju’s son B. Rama Raju. Though the
company is only four years old, it
has quickly become one of Hydera-
bad’s largest real-estate players. It
isn’t listed but was valued by Sa-
tyam last month at $1.3 billion.

Hyderabad, as with other of In-
dia’s biggest cities, experienced an
explosion in property prices in the
last four years as companies ex-
panded their offices and developers
built thousands of new malls and
apartment blocks to profit from the
surge in spending by India’s increas-
ingly affluent middle class.

Maytas Properties’ flagship
project is Maytas Hill County, a
sprawling gated community on the
rocky outskirts of Hyderabad, 10
minutes’ drive from High Tech City,
the home of many of Hyderabad’s
technology businesses, including Sa-
tyam. The yet-to-be finished devel-
opment will have office, shopping
and residential space as well as ten-
nis courts, a pool and a yoga hall.
Wells Fargo & Co., the U.S. bank, is

one of the first tenants.
“Property prices over the last

three years have been mind bog-
gling,” and the Raju family, like
many others, were profiting from
the rise, said Vishnu Raju, chair-
man of Exciga Corp., a Hyderabad-
based investment firm. “Maytas
[Properties] was building using top
class architects and quality. It was
something that Hyderabad hadn’t
seen before.

Growth started to slow last
year, though, as rising interest
rates made it tougher for consum-
ers to borrow just as falling earn-
ings at software companies
weighed on company expansions.
Prices and rents in Hyderabad flat-
tened and then fell last year, in
some cases by as much as 30%, lo-
cal property brokers say.

Another of Mr. Raju’s sons, B.
Teja Raju, is vice chairman of May-
tas Infra.

The company is more than 20
years old but started to expand rap-
idly in the last five years. It has a
portfolio of more than $2 billion in

government construction projects,
such as ports, airports, roads and
railways. The company listed last
year on the Bombay Stock Exchange.
The Raju family owns a 36% stake.

Both of the Maytas companies—
Maytas is Satyam spelled backward—
were the subject of controversy last
month when Mr. Raju persuaded Sa-
tyam’s board to purchase them for a
total of $1.6 billion. The decision
was reversed after an uproar from
Satyam shareholders. Mr. Raju said
in his confession last week that the
purchases were designed to fill the
hole he had created in Satyam’s
books over several years.

“The aborted Maytas acquisition
deal was the last attempt to fill ficti-
tious assets with real ones,” Mr.
Raju said in his confession letter.

Maytas Infra shares have
plunged more than 60% in the past
month and closed Friday at 151.10 ru-
pees ($3.14), down 5%.

In his confession letter, Mr. Raju
said neither he nor his brother prof-
ited from the scheme and that other
family members weren’t aware of
his actions.

In response to the Satyam scan-
dal, the state of Andhra Pradesh is
now reconsidering the projects it
has planned with Maytas Infra, in-
cluding a $325 million port and a $2
billion power plant as well as the
Hyderabad railway, according to lo-
cal news reports. If the scandal af-
fects government orders or financ-
ing, Maytas Infra could be in trou-
ble, analysts said. A company
spokesman said the company had
heard the state government is re-
considering projects but it remains
unclear what the result will be. “We
are well poised to take on and com-
plete the projects that we have
been awarded,” said the Maytas In-
fra spokesman.

B. Ramalinga
Raju

Source: Thomson Reuters Datastream
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The under construction, gated community of Maytas Hill County is one of the first 
projects of Maytas Properties in Hyderabad
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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.

3.54% 9 World -a % % 172.52 –1.64% –39.8% 5.59% 10 U.S. Select Dividend -b % % 560.27 –2.47% –30.7%

% Global Dow 1074.90 0.32% –36.5% 1542.07 –1.21% –42.0% 4.59% 13 Infrastructure 1245.20 –0.30% –30.1% 1629.13 –0.26% –35.1%

4.79% 9 Stoxx 600 207.80 –0.45% –39.5% 209.67 –1.97% –44.8% 2.49% 6 Luxury 602.30 –2.40% –37.6% 689.85 –3.89% –43.0%

4.82% 9 Stoxx Large 200 226.50 –0.48% –39.6% 227.32 –2.00% –44.8% 2.66% 6 BRIC 50 248.80 –0.70% –54.3% 325.27 –0.74% –57.6%

4.66% 10 Stoxx Mid 200 177.70 –0.51% –39.0% 178.34 –2.03% –44.3% 3.67% 3 Africa 50 574.90 1.13% –48.2% 492.90 –0.41% –52.7%

4.52% 10 Stoxx Small 200 108.10 0.11% –40.9% 108.41 –1.42% –46.0% 6.98% 4 GCC % % 1278.27 –0.04% –55.6%

4.91% 8 Euro Stoxx 228.20 –0.98% –42.0% 230.23 –2.49% –47.0% 4.24% 9 Sustainability 683.40 –0.19% –35.6% 779.44 –1.71% –41.2%

4.91% 8 Euro Stoxx Large 200 246.10 –1.06% –42.6% 246.80 –2.57% –47.6% 2.85% 10 Islamic Market -a % % 1482.42 –1.78% –35.7%

4.87% 9 Euro Stoxx Mid 200 203.00 –0.65% –39.2% 203.47 –2.16% –44.5% 3.10% 10 Islamic Market 100 1501.00 –0.27% –25.0% 1735.32 –1.79% –31.5%

5.03% 11 Euro Stoxx Small 200 121.20 –0.47% –39.7% 121.39 –1.99% –45.0% 3.10% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1206.00 –0.63% –57.3% 1394.23 –2.14% –61.0% 2.71% 11 Wilshire 5000 % % 8985.80 –2.27% –36.0%

7.23% 7 Euro Stoxx Select Div 30 1384.60 –1.04% –55.0% 1606.93 –2.55% –58.9% % DJ-AIG Commodity 120.60 2.65% –31.9% 118.27 1.09% –37.8%

*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 1.4195 2.1596 1.2809 0.1790 0.0487 0.2027 0.0157 0.3675 1.9180 0.2574 1.1900 ...

 Canada 1.1929 1.8148 1.0764 0.1504 0.0409 0.1703 0.0132 0.3088 1.6118 0.2163 ... 0.8403

 Denmark 5.5159 8.3916 4.9774 0.6955 0.1892 0.7875 0.0612 1.4279 7.4528 ... 4.6239 3.8857

 Euro 0.7401 1.1260 0.6678 0.0933 0.0254 0.1057 0.0082 0.1916 ... 0.1342 0.6204 0.5214

 Israel 3.8630 5.8770 3.4858 0.4871 0.1325 0.5515 0.0428 ... 5.2195 0.7003 3.2383 2.7213

 Japan 90.1850 137.2029 81.3797 11.3718 3.0930 12.8758 ... 23.3458 121.8535 16.3500 75.6015 63.5308

 Norway 7.0042 10.6558 6.3203 0.8832 0.2402 ... 0.0777 1.8132 9.4637 1.2698 5.8716 4.9341

 Russia 29.1575 44.3588 26.3107 3.6766 ... 4.1629 0.3233 7.5479 39.3962 5.2861 24.4425 20.5400

 Sweden 7.9306 12.0652 7.1563 ... 0.2720 1.1323 0.0879 2.0530 10.7154 1.4378 6.6482 5.5867

 Switzerland 1.1082 1.6860 ... 0.1397 0.0380 0.1582 0.0123 0.2869 1.4973 0.2009 0.9290 0.7807

 U.K. 0.6573 ... 0.5931 0.0829 0.0225 0.0938 0.0073 0.1702 0.8881 0.1192 0.5510 0.4630

 U.S. ... 1.5214 0.9024 0.1261 0.0343 0.1428 0.0111 0.2589 1.3511 0.1813 0.8383 0.7044

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 410.75 4.00 0.98% 816.00 305.50
Soybeans (cents/bu.) CBOT 1036.00 46.50 4.70 1,653.50 779.25
Wheat (cents/bu.) CBOT 629.50 17.00 2.78 1,275.00 471.00
Live cattle (cents/lb.) CME 83.100 –0.050 –0.06% 117.650 80.600
Cocoa ($/ton) ICE-US 2,585 –31 –1.19 3,228 1,884
Coffee (cents/lb.) ICE-US 116.90 3.45 3.04 181.60 102.15
Sugar (cents/lb.) ICE-US 12.05 0.02 0.17 15.85 9.89
Cotton (cents/lb.) ICE-US 49.32 –1.10 –2.18 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,920.00 55 2.95 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,808 –28 –1.53 1,861 992
Robusta coffee ($/ton) LIFFE 2,012 60 3.07 2,747 1,580

Copper (cents/lb.) COMEX 155.95 8.05 5.44 398.40 125.50
Gold ($/troy oz.) COMEX 855.00 0.50 0.06 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1132.00 22.30 2.01 2,122.50 8.50
Aluminum ($/ton) LME 1,555.00 3.50 0.23 3,340.00 1,463.50
Tin ($/ton) LME 11,275.00 225.00 2.04 25,450 9,750
Copper ($/ton) LME 3,329.00 124.00 3.87 8,811.00 2,815.00
Lead ($/ton) LME 1,199.00 54.00 4.72 3,460.00 870.00
Zinc ($/ton) LME 1,245.00 –5.00 –0.40 2,840.00 1,065.00
Nickel ($/ton) LME 11,425 –125 –1.08 33,600 9,000

Crude oil ($/bbl.) NYMEX 40.83 –0.87 –2.09 148.17 35.13
Heating oil ($/gal.) NYMEX 1.4877 –0.0319 –2.10 4.3140 1.2136
RBOB gasoline ($/gal.) NYMEX 1.1112 0.0230 2.11 3.6000 0.8260
Natural gas ($/mmBtu) NYMEX 5.494 –0.070 –1.26 14.169 4.820
Brent crude ($/bbl.) ICE-EU 47.24 –0.31 –0.65 150.53 38.80
Gas oil ($/ton) ICE-EU 460.25 –22.50 –4.66 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 9
Per In

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

Argentina peso-a 4.6598 0.2146 3.4488 0.2900

Brazil real 3.1047 0.3221 2.2978 0.4352
Canada dollar 1.6118 0.6204 1.1929 0.8383

1-mo. forward 1.6128 0.6201 1.1936 0.8378
3-mos. forward 1.6124 0.6202 1.1934 0.8380
6-mos. forward 1.6111 0.6207 1.1924 0.8387

Chile peso 834.34 0.001199 617.50 0.001619
Colombia peso 3003.20 0.0003330 2222.70 0.0004499
Ecuador US dollar-f 1.3511 0.7401 1 1
Mexico peso-a 18.5182 0.0540 13.7055 0.0730
Peru sol 4.2372 0.2360 3.1360 0.3189
Uruguay peso-e 32.495 0.0308 24.050 0.0416
U.S. dollar 1.3511 0.7401 1 1
Venezuela bolivar 2.90 0.344670 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9180 0.5214 1.4195 0.7045
China yuan 9.2355 0.1083 6.8353 0.1463
Hong Kong dollar 10.4812 0.0954 7.7573 0.1289
India rupee 65.2605 0.0153 48.3000 0.0207
Indonesia rupiah 14795 0.0000676 10950 0.0000913
Japan yen 121.85 0.008207 90.19 0.011088

1-mo. forward 121.82 0.008209 90.16 0.011092
3-mos. forward 121.71 0.008216 90.08 0.011101
6-mos. forward 121.60 0.008224 90.00 0.011111

Malaysia ringgit-c 4.7837 0.2090 3.5405 0.2824
New Zealand dollar 2.2800 0.4386 1.6875 0.5926
Pakistan rupee 106.606 0.0094 78.900 0.0127
Philippines peso 63.707 0.0157 47.150 0.0212
Singapore dollar 2.0045 0.4989 1.4836 0.6741
South Korea won 1814.26 0.0005512 1342.75 0.0007447
Taiwan dollar 44.764 0.02234 33.130 0.03018
Thailand baht 47.088 0.02124 34.850 0.02869

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

Euro zone euro 1 1 0.7401 1.3511
1-mo. forward 1.0013 0.9987 0.7411 1.3494
3-mos. forward 1.0033 0.9968 0.7425 1.3468
6-mos. forward 1.0056 0.9945 0.7442 1.3437

Czech Rep. koruna-b 26.627 0.0376 19.707 0.0507
Denmark krone 7.4528 0.1342 5.5159 0.1813
Hungary forint 277.28 0.003606 205.22 0.004873
Norway krone 9.4637 0.1057 7.0042 0.1428
Poland zloty 4.0343 0.2479 2.9859 0.3349
Russia ruble-d 39.396 0.02538 29.158 0.03430
Sweden krona 10.7154 0.0933 7.9306 0.1261
Switzerland franc 1.4973 0.6678 1.1082 0.9024

1-mo. forward 1.4970 0.6680 1.1079 0.9026
3-mos. forward 1.4959 0.6685 1.1071 0.9033
6-mos. forward 1.4939 0.6694 1.1056 0.9045

Turkey lira 2.1118 0.4735 1.5630 0.6398
U.K. pound 0.8881 1.1260 0.6573 1.5214

1-mo. forward 0.8889 1.1250 0.6579 1.5201
3-mos. forward 0.8898 1.1239 0.6585 1.5186
6-mos. forward 0.8906 1.1228 0.6591 1.5171

MIDDLE EAST/AFRICA
Bahrain dinar 0.5093 1.9634 0.3770 2.6529
Egypt pound-a 7.4320 0.1346 5.5005 0.1818
Israel shekel 5.2195 0.1916 3.8630 0.2589
Jordan dinar 0.9580 1.0439 0.7090 1.4104
Kuwait dinar 0.3810 2.6245 0.2820 3.5461
Lebanon pound 2028.08 0.0004931 1501.00 0.0006662
Saudi Arabia riyal 5.0675 0.1973 3.7505 0.2666
South Africa rand 13.2264 0.0756 9.7890 0.1022
United Arab dirham 4.9628 0.2015 3.6731 0.2723

SDR -f 0.8801 1.1363 0.6514 1.5353

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.

 9 EUROPE DJ Stoxx 600 207.82 –0.95 –0.46% 5.5% –39.5%

 9 DJ Stoxx 50 2158.95 –12.58 –0.58 4.5% –39.0%

 8 Euro Zone DJ Euro Stoxx 228.20 –2.26 –0.98 2.4% –42.0%

 8 DJ Euro Stoxx 50 2486.59 –29.97 –1.19 1.4% –41.2%

 5 Austria ATX 1815.25 –54.27 –2.90 3.7% –55.9%

 7 Belgium Bel-20 1973.95 –2.62 –0.13 3.4% –50.9%

 7 Czech Republic PX 876.7 2.2 0.25% 2.2% –47.1%

 10 Denmark OMX Copenhagen 250.14 0.87 0.35 10.6% –39.0%

 9 Finland OMX Helsinki 5630.54 27.18 0.49 4.2% –46.7%

 7 France CAC-40 3299.50 –24.83 –0.75 2.5% –38.6%

 10 Germany DAX 4783.89 –96.02 –1.97 –0.5% –38.0%

 … Hungary BUX 12538.80 –466.16 –3.58 2.4% –49.7%

 2 Ireland ISEQ 2686.14 45.02 1.70 14.6% –59.7%

 6 Italy S&P/MIB 20093 –537 –2.60 3.3% –46.2%

 5 Netherlands AEX 266.18 1.59 0.60 8.2% –44.8%

 6 Norway All-Shares 285.29 –1.70 –0.59 5.6% –44.3%

 17 Poland WIG 27680.04 –520.11 –1.84 1.7% –45.1%

 10 Portugal PSI 20 6592.21 –15.15 –0.23 4.0% –45.5%

 … Russia RTSI 631.89 Closed …% –72.7%

 8 Spain IBEX 35 9378.5 –91.0 –0.96% 2.0% –35.1%

 15 Sweden OMX Stockholm 212.28 –2.41 –1.12 3.9% –33.7%

 12 Switzerland SMI 5697.24 –53.83 –0.94 2.9% –30.2%

 … Turkey ISE National 100 26470.08 259.71 0.99% –1.5% –49.0%

 9 U.K. FTSE 100 4448.54 –56.83 –1.26 0.3% –28.3%

 9 ASIA-PACIFIC DJ Asia-Pacific 93.73 0.05 0.05 0.1% –38.1%

 … Australia SPX/ASX 200 3735.7 41.4 1.12 0.4% –37.5%

 … China CBN 600 15677.42 279.30 1.81 6.2% –64.6%

 9 Hong Kong Hang Seng 14377.44 –38.47 –0.27 –0.1% –46.5%

 10 India Sensex 9406.47 –180.41 –1.88 –2.5% –54.8%

 … Japan Nikkei Stock Average 8836.80 –39.62 –0.45 –0.3% –37.4%

 … Singapore Straits Times 1806.02 –21.59 –1.18 2.5% –45.1%

 11 South Korea Kospi 1180.96 –24.74 –2.05 5.0% –33.7%

 10 AMERICAS DJ Americas 225.17 –4.97 –2.16 –0.4% –37.2%

 … Brazil Bovespa 41582.94 –407.61 –0.97 10.7% –32.9%

 12 Mexico IPC 21741.29 –214.11 –0.98 –2.9% –24.3%

*P/E ratios use trailing 12-months, as-reported earnings
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 Jan. 8, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.90% 10 ALL COUNTRY (AC) WORLD* 232.22 –0.37%–42.4% –42.4%

3.90% 11 World (Developed Markets) 938.55 –0.11%–40.9% –40.9%

3.50% 11 World ex-EMU 109.73 –0.06%–39.4% –39.4%

3.70% 11 World ex-UK 937.10 –0.14%–40.2% –40.2%

5.00% 9 EAFE 1,270.93 –0.79%–43.6% –43.6%

4.10% 8 Emerging Markets (EM) 578.40 –2.82%–53.6% –53.6%

5.60% 8 EUROPE 73.08 –0.69%–42.6% –42.6%

6.20% 7 EMU 145.12 –0.40%–48.1% –48.1%

5.60% 9 Europe ex-UK 80.44 –0.84%–42.3% –42.3%

7.80% 6 Europe Value 81.43 –1.00%–46.3% –46.3%

3.60% 11 Europe Growth 63.75 –0.40%–39.0% –39.0%

5.40% 7 Europe Small Cap 108.65 –0.92%–49.5% –49.5%

4.50% 4 EM Europe 164.75 –1.89%–65.7% –65.7%

5.70% 6 UK 1,336.78 –0.12%–30.4% –30.4%

5.60% 8 Nordic Countries 104.37 –2.15%–49.4% –49.4%

3.50% 3 Russia 421.18 0.36%–72.0% –72.0%

4.50% 10 South Africa 588.67 –2.38%–17.4% –17.4%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 249.25 –3.82%–52.9% –52.9%

2.80% 12 Japan 533.75 –3.26%–43.2% –43.2%

3.10% 10 China 40.19 –5.28%–52.9% –52.9%

1.80% 10 India 369.60 0.00%–56.8% –56.8%

2.70% 9 Korea 333.42 –2.27%–35.5% –35.5%

8.50% 8 Taiwan 171.16 –5.67%–48.8% –48.8%

2.80% 15 US BROAD MARKET 992.86 0.49%–37.8% –37.8%

2.20% 53 US Small Cap 1,263.00 0.95%–36.4% –36.4%

4.00% 9 EM LATIN AMERICA 2,277.00 0.94%–48.3% –48.3%

*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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Low prices snag oil sector
Chevron stumbles;
Schlumberger to cut
North America jobs

By Russell Gold

And Ian Talley

The chief executive of Exxon Mo-
bil Corp. for the first time called on
the U.S. Congress to enact a tax on
greenhouse-gas emissions in order
to fight global warming.

In a speech in Washington, Rex
Tillerson said that a tax was a “more
direct, a more transparent
and a more effective ap-
proach” to curtailing green-
house gases than other
plans popular in Congress
and with the incoming
Obama administration.

“My greatest concern is
that policy makers will at-
tempt to mandate or ordain
solutions that are doomed
to fail,” Mr. Tillerson said.

The policy he is advocat-
ing is often called a carbon
tax because it would be imposed on
emissions of carbon dioxide, the
most common man-made green-
house gas. By backing it, Mr. Tiller-
son has become an unlikely member
of a club that includes former Vice
President Al Gore, consumer advo-
cate Ralph Nader and President-
elect Barack Obama’s designated
head of the National Economic Coun-
cil, Larry Summers.

Carbon taxes have been politi-
cally unpopular. “Calling for a car-
bon tax could be a ploy because
few observers believe such a tax is
politically feasible in our Con-
gress,” says Daniel J. Weiss, a fel-
low at the Center for American
Progress, a left-of-center think
tank in Washington.

The leadership of the Demo-
cratic-led Congress and other major
oil companies prefer using a cap-
and-trade approach. Under this sys-
tem, the government would estab-
lish economy-wide emission limits
as well as limits for individual com-

panies. There would be a market for
firms to buy and sell pollution allow-
ances based on whether they were
above or below their caps.

ConocoPhillips and the U.S. divi-
sions of BP PLC and Royal Dutch
Shell PLC have supported a cap-and-
trade solution.

Mr. Tillerson said a cap-and-
trade system would be costly, bu-

reaucratic and create a
“Wall Street of emissions
brokers.”

The speech signals an
evolution in the thinking of
Mr. Tillerson, who became
chief executive and chair-
man of Texas-based Exxon,
the world’s largest West-
ern oil company, in 2006.
He took over from Lee R.
Raymond, on whose watch
Exxon funded research
that questioned whether

human activity was contributing to
global warming.

Mr. Tillerson calls the issue com-
plex and challenging, but—in con-
trast to Exxon’s previous party
line—he doesn’t question whether
fossil fuel use has contributed to ris-
ing global temperatures.

In 2007, when he gave his last
big speech on climate change, he
said he didn’t support any particu-
lar policy for curbing carbon-diox-
ide emissions.

Observers say Mr. Tillerson’s en-
dorsement of a carbon tax could have
widespread ramifications. “When the
biggest company in the world says
this is OK, that is giving permission
for a whole lot of people who have re-
sisted carbon policy on the grounds it
is bad for business to soften their re-
sistance,” says Michael Webber, asso-
ciate director of the University of
Texas Center for International En-
ergy and Environmental Policy.
 —Stephen Power

contributed to this article.

Exxon chief calls for tax
on greenhouse emissions

Rex Tillerson

FOCUS ON ENERGY

By Russell Gold

And Ben Casselman

Sharply lower energy prices are
rippling through the oil industry,
with Chevron Corp. warning of a de-
cline in profit and oil-field services
giant Schlumberger Ltd. laying off
workers around the world.

Chevron said its earnings for the
fourth quarter would be “signifi-
cantly lower” than the previous pe-
riod. The San Ramon, Calif., com-
pany said on Jan. 8 it will take “well
above” $300 million in after-tax
charges for the quarter and forecast
a $625 million gain on an “asset-ex-
change transaction” but didn’t pro-
vide further details.

Schlumberger, meanwhile, said
it plans to lay off about 1,000 work-
ers in North America, or about 5%
of its work force in the region. The
company also is cutting some of its
65,000 overseas workers but said
it doesn’t yet have exact figures.
Halliburton Corp., Schlumberg-
er’s largest rival, also said Thurs-
day that it will cut jobs but pro-
vided no details.

Chevron’s warning notwithstand-
ing, the company still is expected to
report sizable earnings. Chevron,
the second-largest U.S.-based oil
company by market value, behind
Exxon Mobil Corp., reported a $7.9
billion profit in the third quarter, a
period in which oil prices reached a
record close of $145.29 a barrel.

But since then, a severe slow-
down in the global economy sapped
demand for fossil fuels, causing oil
and gas prices to plummet. Chevron
said it sold crude in the U.S. for an
average of $112.22 a barrel in the
third quarter, but only $61.70 a bar-

rel in October and November. De-
cember prices were even lower.

The company also said world-
wide margins in its refineries,
where crude oil is turned into gaso-
line, diesel and other fuels, “de-
clined significantly.”

Wall Street analysts have ex-
pressed concern, not only that de-
creased oil prices will hurt oil-indus-
try earnings, but that companies
also will be forced to write off the
value of investments that have be-
come unprofitable.

“History says we are in for some
negative surprises,” Deutsche Bank
energy analyst Paul Sankey said in a
recent note. He highlighted Conoco-
Phillips’s 20% stake in Russian oil
firm OAO Lukoil as a potential write-
down. Conoco declined to comment.

Schlumberger’s layoffs, mean-
while, could portend a wave of job
cuts in the energy industry, espe-
cially in oil services. The company,
the world’s largest oil-field services
firm by market capitalization, said
its cuts are in response to a global
slowdown in oil and gas drilling
amid slumping energy prices.

“It’s the result of reduced levels
of activity,” Schlumberger spokes-
man Stephen Harris said. The cuts,
which began Wednesday, affect con-
tractors, field workers and support
positions at the company’s Houston
headquarters.

Stephen Gengaro, an analyst
with Jefferies & Co. in Houston, said
Schlumberger’s cuts are a sign that
the oil-services industry now antici-
pates a longer slump. “You try not to
cut staff until you’re sure this is ei-
ther a deeper decline or a longer de-
cline than you’d previously ex-
pected,” he said.

Falling oil prices have cut deeply
into revenue for big oil companies,
such as Exxon and Chevron, as well
as smaller producers such as
Apache Corp. and Devon Energy
Corp. Oil producers so far have
avoided large-scale layoffs but ana-

lysts said that could change if oil
prices remain low.

Services firms—a broad cate-
gory that includes companies that
drill wells, provide equipment and
shoot the seismic images that show
where to look for oil—aren’t di-
rectly affected by falling oil prices
because they don’t actually produce
or sell oil.

But as the downturn has deep-
ened, producers have slashed spend-
ing and drilled fewer wells, meaning
less business for services firms like
Schlumberger, Halliburton and
Weatherford International Ltd.
Weatherford couldn’t be reached.

The fall in drilling activity has
been especially sharp in the U.S.,
where the number of rigs operating
has tumbled 20% since a September
peak, according to a report by oil-
field services company Baker
Hughes International Inc.

Wells in the U.S. tend to be
smaller and faster to drill than in
other countries, making it easier for
companies to start and stop
projects quickly in response to
changes in commodities prices.

In recent months, however, the
slowdown has spread globally,
where Schlumberger does about
75% of its business. The rig count
outside of North America has
dropped 3% since September, ac-
cording to Baker Hughes.

The decline in drilling has been
predicted for months, as oil prices
plummeted from more than $145 a
barrel in July. Crude oil settled at
$40.83 Friday.

Services companies, wary of be-
ing short on workers if prices re-
bounded quickly, have until now
been hesitant to cut staff.

“The tough part had been finding
enough skilled labor, so making the
decision to reverse course and lay
folks off is a tough one,” said Byron
Pope, an analyst with energy-fo-
cused investment bank Tudor Pick-
ering Holt & Co. in Houston.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.40 $26.68 –0.50 –1.84%
Alcoa AA 19.50 10.81 –0.55 –4.84%
AmExpress AXP 11.70 19.23 –0.81 –4.04%
BankAm BAC 69.30 12.99 –0.55 –4.06%
Boeing BA 5.40 44.45 –0.34 –0.76%
Caterpillar CAT 8.50 43.20 –0.82 –1.86%
Chevron CVX 13.20 72.82 –1.42 –1.91%
Citigroup C 133.40 6.75 –0.41 –5.73%
CocaCola KO 9.20 44.60 –0.64 –1.41%
Disney DIS 11.00 22.31 –0.59 –2.58%
DuPont DD 7.50 25.41 –0.58 –2.23%
ExxonMobil XOM 30.30 77.57 –1.52 –1.92%
GenElec GE 50.60 16.00 –0.14 –0.87%
GenMotor GM 10.60 4.03 –0.01 –0.25%
HewlettPk HPQ 15.60 37.49 –0.15 –0.40%
HomeDpt HD 15.90 23.86 –0.53 –2.17%
Intel INTC 44.70 14.15 –0.40 –2.75%
IBM IBM 6.80 84.70 –2.48 –2.84%
JPMorgChas JPM 39.20 25.97 –1.25 –4.59%
JohnsJohns JNJ 13.80 59.05 0.03 0.05%
KftFoods KFT 7.60 27.78 –0.21 –0.75%
McDonalds MCD 6.80 60.07 –0.45 –0.74%
Merck MRK 9.60 28.73 –0.63 –2.15%
Microsoft MSFT 48.10 19.52 –0.60 –2.98%
Pfizer PFE 33.90 17.44 –0.21 –1.19%
ProctGamb PG 10.10 59.86 –0.55 –0.91%
3M MMM 3.20 57.74 –0.84 –1.43%
UnitedTech UTX 4.10 52.70 –0.81 –1.51%
Verizon VZ 16.60 32.16 –0.23 –0.71%
WalMart WMT 27.40 51.58 0.20 0.39%

Dow Jones Industrial Average P/E: 18
LAST: 8599.18 t 143.28, or 1.64%

YEAR TO DATE: t 177.21, or 2.0%

OVER 52 WEEKS t 4,007.12, or 31.8%

 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 Asia’s deals: Bank revenue rankings, Japan
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

Nomura $456 18.3% 34% 38% 27% …%

Mizuho 363 14.6% 4% 72% 11% 13%

Daiwa Securities SMBC Co Ltd 285 11.5% 21% 61% 19% …%

Mitsubishi UFJ Securities 275 11.1% 19% 43% 24% 14%

Citi 176 7.1% 19% 35% 45% 1%

UBS 110 4.4% 10% 17% 73% …%

JPMorgan 110 4.4% 30% 12% 55% 3%

Morgan Stanley 97 3.9% 38% 11% 50% 1%

Goldman Sachs 76 3.1% 14% 46% 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

Glencore Intl "1,378" –226 –895 "-1,694" Porsche Automobil Hldg 587 7 –122 –131

Xstrata  "1,018" –99 –525 –569 ING Bk  110 7 –12 –15

ArcelorMittal Fin "1,099" –49 –389 –196 Edison  148 8 –30 –18

Repsol YPF 337 –45 –127 –133 Kabel Deutschland  447 8 –67 –102

Old Mut  "1,556" –44 –93 –28 UBS AG 204 9 –8 15

Holcim  609 –31 –157 –207 CIE Fin Michelin 437 9 –61 –106

Swiss Reins  547 –27 –88 –73 Valeo 655 12 –61 –9

Hammerson 931 –26 –75 –5 Brit Awys  668 13 –81 –113

Metro 232 –26 –80 –119 Daimler 301 14 –77 –154

Rexam  448 –25 –97 –123 Bay Motoren Werke 287.83 20.84 –84.02 –157.4

Source: Markit Group

Dow Jones Stoxx 50: Friday’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 $23.9 8.50 7.32% –67.1% –70.9%

Allianz SE Germany Full Line Insurance 43.3 70.80 6.19 –49.5 –45.4

Royal Bk of Scot U.K. Banks 31.9 0.53 4.94 –84.5 –89.4

UBS Switzerland Banks 44.7 16.88 3.75 –61.3 –71.5

British Amer Tob U.K. Tobacco 57.1 18.52 3.70 –6.7 47.3

Anglo Amer U.K. General Mining $30.4 14.90 –8.19% –48.3 –26.2

Rio Tinto U.K. General Mining 24.9 16.30 –5.78 –68.2 –41.3

Deutsche Bk Germany Banks 18.7 24.31 –5.78 –71.1 –71.6

Assicurazioni Genli Italy Full Line Insurance 35.7 18.75 –5.35 –39.6 –27.1

Intesa Sanpaolo Italy Banks 42.1 2.63 –4.71 –50.1 –41.8

...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

Nokia 58.8 11.45 2.69% –51.0% –26.4%
Finland (Telecommunications Equipment)
Barclays 22.8 1.79 1.13 –60.5 –70.4
U.K. (Banks)
SAP 45.4 27.45 1.12 –16.4 –28.3
Germany (Software)
Sanofi-Aventis 84.1 47.34 1.10 –27.7 –39.1
France (Pharmaceuticals)
Koninklijke Philips 20.1 14.75 0.72 –46.1 –43.7
Netherlands (Consumer Electronics)
Tesco 43.4 3.63 0.55 –14.8 14.0
U.K. (Food Retailers & Wholesalers)
Credit Suisse Grp 32.1 30.04 0.47 –52.2 –58.4
Switzerland (Banks)
Astrazeneca 60.7 27.44 0.44 18.4 –2.5
U.K. (Pharmaceuticals)
GlaxoSmithKline 112.2 12.89 0.31 –5.3 –11.5
U.K. (Pharmaceuticals)
Daimler 35.5 27.24 0.31 –53.0 –39.6
Germany (Automobiles)
Bayer 45.6 44.12 0.18 –31.3 24.8
Germany (Specialty Chemicals)
Unilever 41.0 17.72 –0.11 –21.7 –8.3
Netherlands (Food Products)
ABB 33.2 15.85 –0.31 –42.9 14.4
Switzerland (Industrial Machinery)
Roche Hldg Pt. Ct. 109.0 171.90 –0.35 –16.5 –13.4
Switzerland (Pharmaceuticals)
Royal Dutch Shell 96.8 20.21 –0.37 –27.2 –24.7
U.K. (Integrated Oil & Gas)
Novartis 128.3 53.80 –0.37 –16.0 –23.6
Switzerland (Pharmaceuticals)
France Telecom 71.7 20.29 –0.39 –20.0 4.0
France (Fixed Line Telecommunications)
Telefonica 101.7 16.00 –0.50 –28.4 24.7
Spain (Fixed Line Telecommunications)
BHP Billiton 43.6 12.84 –0.62 –15.1 33.3
U.K. (General Mining)
Banco Santander 74.9 6.94 –0.86 –45.7 –34.1
Spain (Banks)

Banco Bilbao Vizcaya 44.3 8.74 –1.13% –43.0% –42.9%
Spain (Banks)
ArcelorMittal 39.3 20.10 –1.62 –55.9 ...
Luxembourg (Iron & Steel)
ENI 94.9 17.53 –1.68 –29.9 –28.3
Italy (Integrated Oil & Gas)
Total 128.1 39.98 –1.71 –29.9 –27.0
France (Integrated Oil & Gas)
L.M. Ericsson Tel B 23.5 62.50 –1.73 –15.0 –54.0
Sweden (Telecommunications Equipment)
Deutsche Telekom 63.0 10.69 –1.79 –30.3 –21.6
Germany (Mobile Telecommunications)
HSBC Hldgs 115.1 6.29 –1.84 –22.7 –34.3
U.K. (Banks)
Diageo 38.9 9.26 –1.85 –9.3 9.7
U.K. (Distillers & Vintners)
Soc. Generale 28.2 36.00 –2.17 –60.4 –63.8
France (Banks)
BNP Paribas 42.0 34.07 –2.22 –53.1 –52.2
France (Banks)
GDF Suez 98.3 33.21 –2.32 –18.5 29.6
France (Multiutilities)
Vodafone Grp 122.0 1.38 –2.34 –26.2 8.0
U.K. (Mobile Telecommunications)
BP 163.3 5.19 –2.44 –13.6 –20.7
U.K. (Integrated Oil & Gas)
AXA 43.6 15.44 –2.46 –40.9 –41.9
France (Full Line Insurance)
E.ON 75.7 28.00 –3.05 –43.2 –2.7
Germany (Multiutilities)
Iberdrola 42.2 6.26 –3.10 –40.0 10.1
Spain (Conventional Electricity)
BASF 31.9 25.72 –3.49 –48.5 –17.9
Germany (Commodity Chemicals)
UniCredit 32.7 1.81 –3.51 –68.0 –68.7
Italy (Banks)
Nestle 139.5 40.38 –3.99 –17.9 2.2
Switzerland (Food Products)
Siemens 62.7 50.76 –4.15 –47.8 –29.7
Germany (Diversified Industrials)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.74% 1.03% 3.7% 0.7% -6.4%
Event Driven 0.40% -0.49% -14.1% 0.4% -26.3%
Distressed Securities 1.81% -2.56% -19.4% 1.8% -34.6%

*Estimates as of 01/08/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.64 98.07% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.85 93.33 0.02 5.57 2.16 3.71

Europe Crossover: 10/1 9.76 86.47 0.06 11.20 5.74 8.61

Asia ex-Japan IG: 10/1 3.03 95.64 0.02 6.63 1.99 3.63

Japan: 10/1 2.83 94.14 0.02 3.75 1.58 2.61

 Note: Data as of January 8

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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Boeing to drop 4,500 jobs
but keep production on pace

Yahoo nears finish line
in search for new CEO
Autodesk’s Bartz
remains ‘on the list’;
outsiders have edge

By Jeanne Whalen

Drug giant GlaxoSmithKline PLC
is cutting back on its U.S. television
advertising as it tries to spend its
money more wisely and avoid some
of the criticism aimed at heavy drug
advertising, Chief Executive An-
drew Witty said.

Glaxo is the world’s second-big-
gest drug maker by sales and one
of the biggest advertisers in an in-
dustry that spent more than $5.2
billion on U.S. consumer ads in
2007. Television advertising has
been an especially important mar-
keting weapon for pharmaceutical
companies in promoting drug
brands, even as it attracts criti-
cism for sometimes exaggerating
the benefits and soft-pedaling the
risks of drugs.

In an interview, Glaxo’s Mr.
Witty declined to say how much
the company would pull back. He
said he believes consumer adver-
tising still helps the public in
many cases.

“I do, however, think there is
too much,” he said. He added:
“This year, you will see us do less
on TV than you have in the past.”

Glaxo’s pledge comes as the
drug industry makes a public-rela-
tions push aimed at blunting its
worst critics before Democrats
take control of the White House
and Congress. Hoping to head off
some Democrats’ desire to more
closely regulate drug advertising,
the industry’s main lobbying
group recently announced new
marketing restrictions for its mem-
bers. Some companies, including
Glaxo and Eli Lilly & Co., have also
promised to start disclosing the
fees they pay doctors for consult-
ing services or for giving speeches

to other doctors about drugs.
Glaxo spent $279.1 million on

consumer advertising in the U.S.
in the first half of 2008, ranking it
second behind Pfizer Inc., which
spent $462.5 million, according to
The Nielsen Co. Glaxo’s spending
was 23% lower than in the first
half of 2007, largely because it
halted advertising of the diabetes
drug Avandia. Mr. Witty said he
wasn’t sure how much Glaxo spent
in total in 2008 but that it was
“probably less” than in 2007. A
Glaxo spokeswoman said the com-
pany doesn’t disclose its advertis-
ing spending.

Television advertising for pre-
scription drugs is banned in most
countries, save the U.S. and New
Zealand. Mr. Witty said some of
the industry’s ad spending is a

waste of money. Some of it also of-
fends consumers and irritates doc-
tors, he said.

Glaxo, like most drug compa-
nies, is attempting to tighten its
belt and cut costs to cope with a
worsening pharmaceutical market
and the global economic downturn.

Glaxo will continue to adver-
tise where “appropriate,” he said,
such as promoting drugs for sexu-
ally transmitted diseases. Such
ads have reminded patients and
doctors to talk about STDs, an em-
barrassing topic that often goes
undiscussed, he said. Executives
from other drug companies, in-
cluding Roche Holding AG and
Schering-Plough Corp., have ei-
ther criticized drug advertising re-
cently or promised to cut back on
it. Many in the industry acknowl-
edge that ads have contributed to
a public backlash against the in-
dustry, and undermined its argu-
ment that it needs high drug
prices to pay for research into new
treatments.

J&J adds university drug alliance

By Jessica E. Vascellaro

And Joann S. Lublin

Yahoo Inc. is in the final stretch
of its search for a chief executive,
and a decision could come as soon
as this week, said people close to
the Internet company.

Among candidates still under
consideration is Carol Bartz, the
former CEO of Autodesk
Inc., a publicly traded com-
pany that builds design
software used in engineer-
ing. She’s “on the list,” said
a person familiar with the
matter, adding that she has
impressed the Yahoo direc-
tors she has met so far.

A Yahoo spokesman de-
clined to comment. An Au-
todesk spokeswoman said
Ms. Bartz was traveling
Thursday and couldn’t be
reached for comment. Her candi-
dacy was first reported by the Web
site AllThingsD.com, which is
owned by Dow Jones & Co., pub-
lisher of The Wall Street Journal.

Whether Ms. Bartz is a backup
candidate or a front-runner re-
mains unclear. People familiar
with the matter said the board is
leaning toward an external pick at
this phase, as it winds down a
search it formally announced on
Nov. 17. Former Vodafone Group
PLC Chief Executive Arun Sarin,
whom the Yahoo board had been se-
riously considering, has with-
drawn his name, according to peo-
ple familiar with the matter. Mr.

Sarin didn’t return requests for
comment.

The board has yet to make an of-
fer and is unlikely to before this
week, said people close to the com-
pany. At the latest, Yahoo is hoping
to announce a new leader before it
reports fourth-quarter earnings at
the end of the month, they said.
Once Yahoo board members agree
on a candidate, the company also
will have to negotiate an employ-
ment agreement. That sometimes
takes a few weeks.

Choosing Ms. Bartz, 60 years old,
would indicate that Yahoo is looking
for a steady hand who has run a pub-

lic company over someone
with Internet and online ad-
vertising experience. If the
board heads in that direc-
tion, the company could
also seek to hire another se-
nior executive with more
extensive consumer-prod-
uct experience, which ana-
lysts and investors argue
Yahoo needs to better com-
pete with Google Inc. and
other rivals.

Ms. Bartz still serves as
executive chairman of Autodesk, of
San Rafael, Calif., which she ran as
chief executive from 1992 to 2006.
Autodesk is around half the size of
Yahoo, with approximately 7,000
employees world-wide. In its fiscal
year ended January 31, 2008, Au-
todesk reported $2.2 billion in reve-
nue. Yahoo’s revenue in its fiscal
year ending December 2007 was
$6.97 billion.

Ms. Bartz was also an executive at
Sun Microsystems Inc. and she sits
on the board of Cisco Systems Inc.,
with Yahoo’s Chief Executive and co-
founder Jerry Yang. She is also a
member of the Intel Corp. board with
Yahoo President Susan Decker.

Glaxo to cut U.S. TV advertising

Glaxo CEO Andrew Witty said some
drug ads alienated viewers.

Marketplace

By Shirley S. Wang

In an unusually extensive collabo-
ration between an academic institu-
tion and a drug maker, Vanderbilt
University will partner with
Johnson & Johnson to develop new
drugs to treat schizophrenia.

The Tennessee university will re-
ceive about $10 million from J&J
over the next three years, plus as
much as $100 million in additional
payments if it meets certain re-
search milestones. The deal was an-
nounced Friday.

Universities have worked on re-
search projects with pharmaceuti-
cal companies for years. A typical
setup involves a drug maker fund-
ing a university’s basic scientific re-
search in exchange for first rights to
buy any commercially promising
compounds that result.

Companies have also bought or li-
censed compounds from academics
even if they didn’t fund the initial re-
search, as was the case with Remi-
cade, now a blockbuster J&J bio-
logic treatment for rheumatoid ar-
thritis whose initial discovery was
made by scientists at Imperial Col-
lege London.

But researchers unconnected
with the project said the Vander-
bilt-J&J partnership appears to be
more extensive than historical uni-
versity-industry collaborations.

Under the agreement, Vander-
bilt’s researchers won’t just identify
promising molecules. Instead, they
will develop drugs to the stage
where they are ready for human test-
ing, working, for example, to make a
prospective medicine less toxic.

This process, known as drug optimi-
zation, is usually performed by the
biotechnology or pharmaceutical
companies themselves.

Jeffrey Conn, a pharmacology
professor who heads Vanderbilt’s
drug-discovery program and will
lead the J&J-funded research effort,
said he and his colleagues have iden-
tified hundreds of molecules that
show promise of developing into a
new class of drugs for treating
schizophrenia, a serious mental ill-
ness in which individuals suffer
from detachment from reality and
other severe symptoms.

The partnership, which repre-
sents a small outlay for J&J, comes
amid growing interest among drug
companies and some universities in
working together more closely. The
pharmaceutical industry is being

battered by generic competition as
it struggles to develop new drugs,
while academic researchers have
been competing for stagnant U.S. re-
search funding.

But the J&J-Vanderbilt partner-
ship also conincides with worries
that universities are becoming too
motivated by money. Dr. Conn said
he is mindful of the potential for con-
flicts of interest. He pledged to pub-
lish his scientific findings whether
or not they benefit J&J.

Academia and the drug industry
can both benefit from working to-
gether, proponents say. As Big
Pharma struggles to refill its prod-
uct pipeline and biotech companies
face financing challenges, fostering
more extensive collaboration with
universities may be a more efficient
way for drug makers to usher new
medicines to market.

For their part, academic institu-
tions want more of their research to
have a real public-health benefit.

A government-funded, so-called
molecule library established in
2004 has allowed academic re-
searchers to comb through thou-
sands of potential compounds to dis-
cover research leads, says Thomas
Insel, director of the federal Na-
tional Institute of Mental Health.

Increasingly, universities are
considering, or have already estab-
lished, centers specifically geared
toward drug development. Vander-
bilt’s Dr. Conn left Merck & Co. to
head Vanderbilt’s Center for Drug
Discovery five years ago. He now
has a staff of about 30 chemists and
biologists, many of them hired from
industry.

Carol Bartz

CORPORATE NEWS

Pushing buttons
Ford is working on a new
generation of dashboard
electronics > Page 30

Sources: PhRMA, Burrill & Co. (R&D); FDA

*Spent by the pharmaceutical industry

Cost vs. Approvals
Research and development costs 
have risen, but the number of new 
drug approvals has decreased.

’04 ’05 ’06 ’07 ’04 ’05 ’06 ’07

R&D dollars, 
in billions*

New drugs with 
FDA approval

$49 52 55
59
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By Ann Keeton

Boeing Co. on Friday said it will
reduce its commercial-aircraft work
force by about 4,500 employees but
will maintain production rates to de-
liver a $275 billion backlog.

The cuts will reduce the divi-
sion’s employees by 6.6% to 63,500
by the end of the year, level with em-
ployment at the start of 2008. The
reduction will involve a mix of attri-
tion and layoffs focused in the sec-
ond quarter.

Boeing and rival Airbus have
bulging order books after a three-
year boom from 2005 to 2007,
though Boeing said this past week
that new contracts fell 53% in 2008.

Boeing executives indicated last
year that employment was likely to
shrink, suggesting in an internal
memo that reductions would go be-
yond its traditional attrition rate of
4% to 5%. The company said Friday
that many of its job losses will be in
areas not directly associated with
aircraft production.

“This will enable us to continue
our high production rates and suc-
cessfully execute our key develop-
ment programs,” Scott Carson, pres-
ident and chief executive of Boeing
Commercial Airplanes, said in a mes-
sage to employees.

The company’s costs have been

inflated amid problems with new air-
craft programs, notably the 787
Dreamliner, which is two years be-
hind schedule.

Airbus, a unit of Franco-German
aerospace group European Aero-
nautic Defence & Space Co., is in
the midst of its Power8 restructur-
ing program, which aims to cut
costs by Œ2.1 billion ($2.8 billion) a
year by 2010 and will shed 10,000
jobs concentrated among overhead
and administrative staff.

Chicago-based Boeing said it had
been prudent in hiring in recent years
to avoid a “boom and bust” cycle, ac-
cording to spokesman Tim Healy.

In the most recent airline-indus-
try downturn, after the Sept. 11,
2001, terrorist attacks, Boeing was
forced to fire half of its commercial-
airplane workers.

Around the globe, Boeing’s com-
mercial-airline customers are fac-
ing a decline in passenger traffic
and tough lending conditions that
make it more difficult to buy or
lease aircraft.

Attrition and reduced contract la-
bor will account for some of the lost
jobs, but layoffs will also be neces-
sary. Mr. Healy said layoffs, mostly
in Washington state, will begin in
April.
 —Kerry E. Grace

contributed to this article.
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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 01/02 USD 34.84 2.1 –53.5 –22.7
LG Asian Plus AS EQ CYM 12/31 USD 37.79 –55.7 –55.7 –19.3
LG Asian SmallerCo's AS EQ BMU 01/07 USD 54.40 –1.4 –65.4 –36.6
LG India EA EQ MUS 01/02 USD 33.01 3.4 –64.7 –23.8
Siberian Investment Co EE EQ IRL 12/22 USD 16.35 –81.4 –80.9 –51.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/08 EUR 25.55 –2.6 –64.3 –36.7
MP-TURKEY.SI OT OT SVN 01/08 EUR 19.29 –1.2 –60.4 –29.4

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 01/08 EUR 2.36 12.4 –74.2 NS
Parex Eastern Europ Bd EU BD LVA 01/08 USD 8.71 –0.1 –36.3 –18.0
Parex Russian Eq EE EQ LVA 01/08 USD 8.82 1.8 –72.1 –38.1
Parex Ukrainian Eq EU EQ LVA 01/08 EUR 1.40 –15.2 –86.4 NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 01/09 USD 108.14 –2.5 –54.0 –20.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/09 USD 103.78 –2.5 –54.5 –21.2
PF (LUX)-Biotech-Pca OT EQ LUX 01/08 USD 291.19 2.1 –12.8 0.2
PF (LUX)-CHF Liq-Pca CH MM LUX 01/08 CHF 124.01 0.0 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/08 CHF 93.60 0.0 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/08 EUR 122.16 3.5 –43.1 –25.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/08 USD 83.06 2.1 –37.4 –14.3
PF (LUX)-East Eu-Pca EU EQ LUX 01/08 EUR 142.43 6.7 –71.9 –41.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/09 USD 93.06 –0.1 –59.1 –24.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/09 USD 305.06 0.3 –57.8 –24.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/08 EUR 81.07 6.0 –38.9 –22.0
PF (LUX)-EUR Bds-Pca EU BD LUX 01/08 EUR 371.67 –0.5 2.0 0.6
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/08 EUR 282.83 –0.5 2.0 0.6
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/08 EUR 126.09 1.0 –4.6 –2.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/08 EUR 88.65 1.0 –4.6 –2.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/08 EUR 95.84 6.3 –32.3 –19.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/08 EUR 55.56 6.3 –32.3 –19.9
PF (LUX)-EUR Liq-Pca EU MM LUX 01/08 EUR 134.73 0.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/08 EUR 97.10 0.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/08 EUR 324.06 5.9 –44.6 –27.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/08 EUR 106.95 5.7 –39.7 –25.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/08 USD 190.64 0.6 –5.7 0.1
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/08 USD 129.69 0.6 –5.7 0.1
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/08 USD 13.20 2.9 –43.8 –24.4
PF (LUX)-Gr China-Pca AS EQ LUX 01/09 USD 209.40 –1.6 –50.0 –15.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/09 USD 190.49 –0.6 –65.0 –22.0
PF (LUX)-Jap Index-Pca JP EQ LUX 01/09 JPY 8148.27 0.0 –40.6 –28.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/09 JPY 7292.99 –0.1 –43.7 –33.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/09 JPY 7117.65 –0.1 –44.1 –34.0
PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/09 JPY 3904.98 –0.5 –40.9 –32.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/09 USD 161.85 2.2 –47.9 –18.0
PF (LUX)-Piclife-Pca CH BA LUX 01/08 CHF 699.47 1.4 –16.4 –9.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/08 EUR 45.38 2.8 –37.9 –24.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/08 USD 24.96 9.3 NS NS
PF (LUX)-Security-Pca GL EQ LUX 01/08 USD 73.17 2.4 –27.9 –16.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/08 EUR 341.42 4.6 –42.0 –26.1
PF (LUX)-US Eq-Ica US EQ LUX 01/08 USD 82.17 0.6 –33.4 –16.7
PF (LUX)-USA Index-Pca US EQ LUX 01/08 USD 73.05 0.8 –33.5 –18.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/08 USD 524.24 –1.2 9.8 8.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/08 USD 384.68 –1.2 9.8 8.5
PF (LUX)-USD Liq-Pca US MM LUX 01/08 USD 130.23 0.0 2.4 3.5

PF (LUX)-USD Liq-Pdi US MM LUX 01/08 USD 85.03 0.0 2.4 3.5
PF (LUX)-Water-Pca GL EQ LUX 01/08 EUR 108.36 5.2 –27.9 –14.9
PF (LUX)-WldGovBds-Pca GL BD LUX 01/08 USD 161.41 –2.1 7.9 9.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/08 USD 133.61 –2.1 7.9 9.2
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/08 USD 40.11 –3.4 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 01/08 USD 8.16 4.1 –38.3 –23.7
Japan Fund USD JP EQ IRL 01/09 USD 14.45 –1.6 –13.8 –10.5

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT 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 11/28 USD 14.12 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 01/07 USD 65.08 12.8 –52.0 –20.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 01/08 EUR 582.71 3.4 –38.0 NS
Core Eurozone Eq B EU EQ IRL 01/08 EUR 677.40 3.0 NS NS
Euro Fixed Income A EU BD IRL 01/08 EUR 1125.15 –0.6 –10.5 –6.2
Euro Fixed Income B EU BD IRL 01/08 EUR 1194.15 –0.6 –9.9 –5.6
Euro Small Cap A EU EQ IRL 01/08 EUR 899.30 6.1 –46.5 –32.9
Euro Small Cap B EU EQ IRL 01/08 EUR 957.68 6.1 –46.2 –32.5
Eurozone Agg Eq A EU EQ IRL 01/08 EUR 512.90 3.2 –44.5 NS
Eurozone Agg Eq B EU EQ IRL 01/08 EUR 732.83 3.2 –44.2 –25.8
Glbl Bd (EuroHdg) A GL BD IRL 01/08 EUR 1211.09 1.2 –6.9 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 01/08 EUR 1277.99 1.2 –6.2 –2.4
Glbl Bd A EU BD IRL 01/08 EUR 1002.60 2.3 –1.0 –3.1
Glbl Bd B EU BD IRL 01/08 EUR 1061.17 2.3 –0.4 –2.6
Glbl Real Estate A OT EQ IRL 01/08 USD 670.81 0.6 –43.7 –30.0
Glbl Real Estate B OT EQ IRL 01/08 USD 687.51 0.6 –43.4 –29.5
Glbl Real Estate EH-A OT EQ IRL 01/08 EUR 628.62 0.2 –42.6 –31.2
Glbl Real Estate SH-B OT EQ IRL 01/08 GBP 59.36 0.1 –42.2 –30.2
Glbl Strategic Yield A EU BD IRL 01/08 EUR 1171.45 3.6 –21.1 –11.2
Glbl Strategic Yield B EU BD IRL 01/08 EUR 1246.20 3.6 –20.7 –10.6
Japan Equity A JP EQ IRL 01/08 JPY 10402.00 0.6 –41.1 –29.6
Japan Equity B JP EQ IRL 01/08 JPY 11022.00 0.7 –40.7 –29.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/08 USD 1295.24 0.7 –49.5 –19.6
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/08 USD 1374.20 0.7 –49.2 –19.1
Pan European Eq A EU EQ IRL 01/08 EUR 753.31 4.8 –43.1 –25.7
Pan European Eq B EU EQ IRL 01/08 EUR 798.36 4.8 –42.8 –25.3
US Equity A US EQ IRL 01/08 USD 680.55 1.7 –38.0 –19.6
US Equity B US EQ IRL 01/08 USD 724.24 1.7 –37.6 –19.1
US Small Cap A US EQ IRL 01/08 USD 1008.27 0.3 –36.5 –21.2
US Small Cap B US EQ IRL 01/08 USD 1073.89 0.3 –36.1 –20.7

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/09 SEK 63.99 6.3 –41.5 –26.9
Choice Japan Fd JP EQ LUX 01/09 JPY 44.95 0.0 –40.7 –30.7
Choice Jpn Chance/Risk JP EQ LUX 01/09 JPY 45.40 1.4 –47.0 –31.1
Choice NthAmChance/Risk US EQ LUX 01/09 USD 2.90 3.5 –40.4 –21.9
Europe 2 Fd EU EQ LUX 01/09 EUR 0.74 6.6 –46.3 –28.4
Europe 3 Fd EU EQ LUX 01/09 GBP 2.92 –2.4 –35.9 –17.1
Global Chance/Risk Fd GL EQ LUX 01/09 EUR 0.51 8.4 –31.7 –21.4
Global Fd GL EQ LUX 01/09 USD 1.71 2.8 –39.1 –20.5
Intl Mixed Fd -C- NO BA LUX 01/09 USD 22.94 –0.2 –28.8 –12.9
Intl Mixed Fd -D- NO BA LUX 01/09 USD 16.19 –0.2 –28.8 –11.7
Wireless Fd OT EQ LUX 01/09 EUR 0.10 7.1 –42.8 –22.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/09 USD 4.50 –0.7 –49.8 –19.8
Currency Alpha EUR -IC- OT OT LUX 01/09 EUR 10.91 0.0 6.9 NS
Currency Alpha EUR -RC- OT OT LUX 01/09 EUR 10.86 0.0 6.4 NS
Currency Alpha SEK -ID- OT OT LUX 01/09 SEK 105.60 0.0 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/09 SEK 116.08 0.0 6.4 NS
Generation Fd 80 OT OT LUX 01/09 SEK 6.63 3.9 –26.0 NS
Nordic Focus EUR NO EQ LUX 01/09 EUR 53.56 7.4 –41.6 NS
Nordic Focus NOK NO EQ LUX 01/09 NOK 62.91 7.4 –41.6 NS
Nordic Focus SEK NO EQ LUX 01/09 SEK 60.99 7.4 –41.6 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/09 USD 1.43 2.6 –37.3 –21.4
Ethical Global Fd GL EQ LUX 01/09 USD 0.63 3.0 –39.2 –21.5
Ethical Sweden Fd NO EQ LUX 01/09 SEK 29.80 3.7 –27.6 –18.5

Europe Fd EU EQ LUX 01/09 USD 1.67 4.1 –39.1 –22.1
Index Linked Bd Fd SEK OT BD LUX 01/09 SEK 13.05 –0.1 3.1 3.7
Medical Fd OT EQ LUX 01/09 USD 2.85 –0.7 –27.8 –11.3
Short Medium Bd Fd SEK NO MM LUX 01/09 SEK 9.16 0.1 3.1 3.0
Technology Fd OT EQ LUX 01/09 USD 1.61 3.6 –36.7 –19.1
World Fd NO BA LUX 01/09 USD 1.67 0.9 –35.1 –13.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/09 EUR 1.27 0.0 1.8 2.2
Short Bond Fd SEK NO MM LUX 01/09 SEK 21.59 0.1 2.8 2.9
Short Bond Fd USD US MM LUX 01/09 USD 2.50 –0.1 1.6 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/09 SEK 10.07 0.1 –2.1 0.0
Alpha Bond Fd SEK -B- NO BD LUX 01/09 SEK 9.04 0.1 –2.1 0.0
Alpha Bond Fd SEK -C- NO BD LUX 01/09 SEK 25.24 0.1 –2.2 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 01/09 SEK 8.41 0.1 –2.2 –0.2
Alpha Short Bd SEK -A- NO MM LUX 01/09 SEK 10.83 0.2 3.0 3.0
Alpha Short Bd SEK -B- NO MM LUX 01/09 SEK 10.16 0.2 3.0 3.0
Alpha Short Bd SEK -C- NO MM LUX 01/09 SEK 21.19 0.2 2.9 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/09 SEK 8.81 0.2 2.9 2.9
Bond Fd SEK -C- NO BD LUX 01/09 SEK 41.57 0.0 9.2 5.6
Bond Fd SEK -D- NO BD LUX 01/09 SEK 12.47 0.0 7.9 5.0
Corp. Bond Fd EUR -C- EU BD LUX 01/09 EUR 1.10 0.7 –7.5 –3.8
Corp. Bond Fd EUR -D- EU BD LUX 01/09 EUR 0.86 0.7 –7.9 –4.0
Corp. Bond Fd SEK -C- NO BD LUX 01/09 SEK 10.84 0.9 –11.2 –5.4
Corp. Bond Fd SEK -D- NO BD LUX 01/09 SEK 8.52 0.9 –11.0 –5.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/09 EUR 103.96 0.1 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/09 EUR 103.66 0.1 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 01/09 SEK 1108.29 0.1 NS NS
Flexible Bond Fd -C- NO BD LUX 01/09 SEK 20.90 0.2 5.7 4.1
Flexible Bond Fd -D- NO BD LUX 01/09 SEK 11.83 0.2 5.7 4.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/09 SEK 79.98 –0.1 –24.0 –13.0
Global Hedge I SEK -D- OT OT LUX 01/09 SEK 73.09 –0.1 –26.2 –14.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/09 USD 1.56 1.4 –51.5 –16.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/09 SEK 17.19 2.4 –48.6 –24.2
Europe Chance/Risk Fd EU EQ LUX 01/09 EUR 804.96 5.6 –50.2 –31.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/08 USD 14.59 –2.3 –55.2 –14.8
Eq. Pacific A AS EQ LUX 01/08 USD 6.35 –0.6 –52.5 –17.7

n SGAM Fund
Bonds CHF A CH BD LUX 01/08 CHF 27.83 –1.3 5.9 2.3
Bonds ConvEurope A EU BD LUX 01/07 EUR 28.76 1.4 –1.4 2.6
Bonds Eur Corp A EU BD LUX 01/07 EUR 20.77 0.2 –6.2 –3.4
Bonds Eur Hi Yld A EU BD LUX 01/07 EUR 13.85 4.2 –34.2 –20.3
Bonds EURO A EU BD LUX 01/07 EUR 39.13 –0.9 4.7 3.1
Bonds Europe A EU BD LUX 01/08 EUR 37.82 –0.2 5.0 2.7
Bonds US MtgBkSec A US BD LUX 01/08 USD 25.71 0.3 0.3 2.9
Bonds US OppsCoreplus A US BD LUX 01/08 USD 31.92 1.2 0.5 3.7
Bonds World A GL BD LUX 01/07 USD 39.00 –2.1 2.7 7.9
Eq. ConcentratedEuropeA EU EQ LUX 01/08 EUR 21.19 2.8 –45.8 –28.0
Eq. Eastern Europe A EU EQ LUX 01/08 EUR 14.21 7.5 –67.3 –38.1
Eq. Equities Global Energy OT EQ LUX 01/08 USD 15.20 6.6 –38.3 –6.9
Eq. Euroland A EU EQ LUX 01/08 EUR 9.35 2.0 –44.4 –25.5
Eq. Euroland MidCapA EU EQ LUX 01/08 EUR 15.12 5.0 –45.4 –30.2
Eq. EurolandCyclclsA EU EQ LUX 01/08 EUR 14.19 3.3 –41.6 –18.9
Eq. EurolandFinancialA OT EQ LUX 01/08 EUR 8.76 3.9 –50.9 –35.3
Eq. Glbl Emg Cty A GL EQ LUX 01/08 USD 6.00 0.4 –54.7 –21.5
Eq. Global A GL EQ LUX 01/08 USD 21.39 1.7 –42.0 –22.7
Eq. Global Technol A OT EQ LUX 01/08 USD 3.88 6.4 –38.8 –26.1
Eq. Gold Mines A OT EQ LUX 01/08 USD 19.93 –4.7 –38.9 –9.9
Eq. Japan A JP EQ LUX 01/08 JPY 664.06 0.1 –47.1 –33.8
Eq. Japan Sm Cap A JP EQ LUX 01/08 JPY 889.96 –1.7 –43.8 –39.7
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –1.8 –20.8 –19.1
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 01/08 GBP 9.82 3.0 –39.9 –25.9
Eq. US ConcenCore A US EQ LUX 01/08 USD 16.33 0.5 –34.8 –18.4
Eq. US Lg Cap Gr A US EQ LUX 01/08 USD 11.23 4.2 –41.3 –21.7
Eq. US Mid Cap A US EQ LUX 01/08 USD 20.27 1.2 –43.5 –19.1
Eq. US Multi Strg A US EQ LUX 01/07 USD 16.25 1.7 –41.2 –23.6

Eq. US Rel Val A US EQ LUX 01/08 USD 15.85 2.1 –40.8 –27.6
Eq. US Sm Cap Val A US EQ LUX 01/08 USD 13.28 2.6 –41.9 –29.0
Eq. US Value Opp A US EQ LUX 01/08 USD 13.19 1.8 –43.1 –29.7
Money Market EURO A EU MM LUX 01/08 EUR 27.14 0.1 4.3 4.1
Money Market USD A US MM LUX 01/08 USD 15.75 0.0 2.8 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 12/31 AED 4.59 –60.7 –60.7 –22.0

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

Central and Eastern European EUR EE EQ EST 01/09 EEK 106.57 6.7 –58.1 –36.3
New Europe Small Cap EUR EE EQ EST 01/09 EEK 50.82 6.0 –62.2 –38.9
Second Wave EUR EE EQ EST 01/09 EEK 87.02 2.2 –66.8 –36.3

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/09 JPY 8285.00 –3.7 –48.0 NS
YMR-N Japan Fund JP EQ IRL 01/09 JPY 9176.00 –2.8 –44.7 NS
YMR-N Low Price Fund JP EQ IRL 01/09 JPY 12762.00 –1.7 –41.1 NS
YMR-N Small Cap Fund JP EQ IRL 01/09 JPY 6158.00 –4.1 –46.9 NS
Yuki Mizuho Gen Jpn III JP EQ IRL 01/09 JPY 4153.00 –2.3 –52.6 –37.2
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/09 JPY 4416.00 –1.7 –52.3 –39.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/09 JPY 6025.00 –1.2 –49.4 –36.4
Yuki Mizuho Jpn Gen JP EQ IRL 01/09 JPY 7817.00 –2.5 –46.6 –33.7
Yuki Mizuho Jpn Gro JP EQ IRL 01/09 JPY 6006.00 –3.9 –48.6 –36.4
Yuki Mizuho Jpn Inc JP EQ IRL 01/09 JPY 7802.00 –1.9 –38.7 –29.0
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/09 JPY 4861.00 –2.5 –45.8 –32.0
Yuki Mizuho Jpn LowP JP EQ IRL 01/09 JPY 10730.00 –5.3 –38.6 –27.6
Yuki Mizuho Jpn PGth JP EQ IRL 01/09 JPY 7357.00 –3.7 –52.7 –36.1
Yuki Mizuho Jpn SmCp JP EQ IRL 01/09 JPY 5970.00 –2.7 –49.5 –36.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/09 JPY 5111.00 –1.6 –43.2 –31.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/09 JPY 2374.00 –0.5 –57.1 –48.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/09 JPY 4162.00 –1.0 –50.3 –35.8
Yuki 77 General JP EQ IRL 01/09 JPY 5855.00 –0.8 –46.5 –33.3
Yuki 77 Growth JP EQ IRL 01/09 JPY 5569.00 –5.9 –51.9 –38.2
Yuki 77 Income AS EQ IRL 01/09 JPY 5037.00 –1.5 –37.7 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/09 JPY 6249.00 0.1 –44.1 –32.4
Yuki Chugoku Jpn Gro JP EQ IRL 01/09 JPY 4886.00 –4.4 –48.9 –32.8
Yuki Chugoku JpnLowP JP EQ IRL 01/09 JPY 7931.00 –3.2 –37.2 –25.0
Yuki Chugoku JpnPurGth JP EQ IRL 01/09 JPY 4444.00 –5.0 –46.6 –33.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/09 JPY 6733.00 –0.5 –45.6 –33.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/09 JPY 4475.00 –1.6 –46.7 –32.9
Yuki Hokuyo Jpn Inc JP EQ IRL 01/09 JPY 5077.00 –3.8 –37.7 –28.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/09 JPY 4532.00 –3.7 –44.4 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/09 JPY 4484.00 –0.4 –51.2 –36.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/09 JPY 4125.00 –5.5 –51.1 –36.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/09 JPY 4956.00 –2.8 –45.5 –33.6

Continued from previous page

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 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 11/28 USD 1358.28 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 11/28 USD 1742.25 –9.8 –9.6 –1.4
CMA MultHdge Balncd OT OT CYM 11/28 USD 1244.27 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 11/28 USD 1703.29 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 11/28 USD 946.28 –0.3 1.6 6.7

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 11/28 EUR 101.40 –21.7 –21.4 –6.3
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 12/31 EUR 245.96 –3.3 –3.3 1.0
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 01/02 USD 191.39 –0.4 –77.0 –50.8
Antanta MidCap Fund EE EQ AND 01/02 USD 293.03 1.1 –83.8 –51.4

Meriden Opps Fund GL OT AND 12/31 EUR 87.08 –22.3 –22.3 –9.8
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 01/06 USD 79.98 –4.3 67.3 25.0
Superfund GCT USD* GL EQ LUX 01/06 USD 3540.00 –3.1 45.9 13.6
Superfund Gold A (SPC) GL OT CYM 01/06 USD 1120.62 –4.2 27.5 21.9
Superfund Gold B (SPC) GL OT CYM 01/06 USD 1286.49 –5.3 37.4 24.8
Superfund Q-AG* OT OT AUT 01/06 EUR 8589.00 –2.2 32.7 13.1

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 01/05 USD 183.77 0.0 11.5 12.2

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 12/31 EUR 1294.11 3.4 3.4 8.5
Winton Evolution GBP GL OT VGB 12/31 GBP 1275.44 4.6 4.6 9.7
Winton Evolution JPY GL OT VGB 12/31 JPY 114484.74 –0.4 –0.4 5.0
Winton Evolution USD GL OT CYM 12/31 USD 1264.06 3.1 3.1 8.7
Winton Futures EUR GL OT VGB 12/31 EUR 205.88 21.3 21.3 18.9
Winton Futures GBP GL OT VGB 12/31 GBP 206.48 14.5 14.5 16.3
Winton Futures JPY Lead Series 2 GL OT VGB 12/31 JPY 14859.49 18.1 18.1 15.9
Winton Futures USD GL OT VGB 12/31 USD 733.84 21.1 21.1 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 12/31 EUR 118.78 –16.1 –16.1 –5.9
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 12/31 USD 258.67 –13.8 –13.8 –3.5

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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AMD plans supercomputer
to put gaming on ‘clouds’

GLOBAL BUSINESS BRIEFS

By Yuzo Yamaguchi

And Yoshio Takahashi

TOKYO—Hurt by sliding con-
sumer spending around the world,
electronics company Panasonic
Corp. said it will slash spending on
flat-panel-television operations
and pull out of unspecified, unprofit-
able businesses.

President Fumio Ohtsubo said
Friday the company will reduce
planned investments in two Japa-
nese factories making flat panels for
TV sets by 23%, or about $1.5 billion,
in the fiscal year starting April 1. Pa-
nasonic warned it may fall short of
some financial targets for the cur-
rent fiscal year, ending March 31.

Panasonic now will spend 445 bil-
lion yen ($4.93 billion) on the plants
through 2012, rather than 580 bil-
lion yen budgeted earlier. It still
hopes to increase unit TV sales by
50% in the 12 months ending March
2010 by expanding its range of entry-
level models, the company said.

The company, based in Osaka, Ja-
pan, said it expects to withdraw
from unprofitable businesses. It
didn’t identify which operations
would be axed or how much restruc-
turing might cost.

Japanese consumer-electronics
companies including Panasonic
and Sony Corp. already have cut
profit forecasts for the 12 months
ending in March 2009. Besides re-
cessions in key markets including
Japan, these big exporters have
been hurt by the strong yen, which
crimps the value of overseas earn-

ings when repatriated back into yen.
On Friday, six weeks after slash-

ing its profit forecast for the fiscal
year by 90% to 30 billion yen, Pana-
sonic warned that it may not be able
to achieve its goal of double-digit
growth in overseas sales. Some busi-
nesses, including digital audiovi-
sual operations, automotive elec-
tronics and semiconductors, may
not achieve their targets in the cur-
rent economic conditions, it said.

“It will be hard to meet all the nu-
merical goals,” Mr. Ohtsubo said.
Still, he is sticking to some targets
for the fiscal year ending March
2010: global revenue of 10 trillion
yen, compared with the 8.5 trillion
yen expected in the current year,
and a return on equity of 10%.

A factor that will help Panasonic
in that ambition is the pending ac-
quisition of Osaka-based Sanyo
Electric Co. For close to $9 billion,
Panasonic is buying a company with
expertise in the lucrative fields of so-
lar- and rechargeable-battery tech-
nology, with annual revenue of close
to two trillion yen. A tender offer is
expected next month.

Panasonic cuts spending
on flat-panel operations
Electronics maker
to exit weak areas
as consumers retreat

ASM International NV

Some Dutch operations
will transfer to Singapore

Semiconductor-equipment
maker ASM International NV said it
will transfer some of its Dutch opera-
tions to Singapore, affecting 200
jobs in the Netherlands. The com-
pany said it will take a charge of Œ25
million to Œ30 million ($34 million to
$40 million) this year to fund the re-
structuring. ASMI’s front-end wafer-
processing division has lost money
the past several years and is subsi-
dized with profit from the back-end
division, which comprises assembly
and packaging operations. The com-
pany has a global work force of
around 12,500, most of them in the
U.S., Japan, Malaysia and Singapore,
said a spokesman. The remaining
staff in Europe of about 350 people
will concentrate on research and de-
velopment, product management
and regional sales and service.

Électricité de France SA

EDF Energy, the U.K. arm of Élec-
tricité de France SA, said Friday that
Bill Coley would stay on as chief exec-
utive of British Energy Group PLC fol-
lowing the French utility’s £12.5 bil-
lion ($19.1 billion) acquisition of the
U.K. nuclear power-station operator.
The new combined company will
have four business units led by man-
aging directors. Mr. Coley will head
Existing Nuclear; EDF Energy CFO
Humphrey Cadoux-Hudson will head
Nuclear New Build; EDF Energy’s Mar-
tin Lawrence will run Energy Sourc-
ing and Customer Supply; and Lau-
rent Ferrari will stay on at Networks.
The combination of EDF Energy and
British Energy will create the U.K.’s
largest producer of electricity, with a
current installed capacity of around
16.5 gigawatts—enough power to sup-
ply a quarter of the country’s power,
mainly generated by nuclear, coal
and gas plants. EDF Energy said the
integration meant it could move for-
ward with its plans to build four nu-
clear power reactors, by 2025.

Note: Fiscal years end March 31 of year shown

Source: the company
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Natixis SA

French investment bank Natixis
SA could receive new funding from
its parent banks, which are both eli-
gible to tap the additional Œ10.5 bil-
lion ($14.4 billion) in funds available
from the French government, a
spokeswoman for the bank said Fri-
day. French savings banks Banque
Fédérale des Banques Populaires
and Caisse Nationale des Caisses
d’Epargne together own more than
70% of Natixis.

BP PLC

British oil company BP PLC said
Friday that it has finalized the agree-
ment reached in September with its
partners in Russian joint venture
TNK-BP Holdings to overhaul the
structure and corporate governance
of the company after a long-running
and bitter dispute. The finalized deal
paves the way for the announcement
of a new chief executive to succeed
former TNK-BP Chief Robert Dudley
and new board members within the
coming weeks, the company said.
The agreement gives equal control of
the board to BP and its Russian part-
ners Alfa-Access-Renova, or AAR. A
BP spokesman said senior TNK-BP ex-
ecutives and AAR shareholders Ger-
man Khan and Viktor Vekselberg will
both remain in their positions. BP
had demanded Messrs. Khan’s and
Vekselberg’s resignations at the
height of the dispute last summer
and had hoped they wouldn’t hold se-
nior management positions in the re-
structured company, people familiar
said previously.

—Compiled from staff
and wire service reports.

EADS

Defense and aerospace giant
EADS called Friday for a “new ap-
proach” for its embattled A400M
program, indicating that the first de-
livery of the military transport
plane would come no sooner than
2012. The military transport plane
has been hit by delays in building its
massive turbo-prop engines. EADS
has in turn been unable to meet its
obligations to seven European
NATO countries that ordered the
plane. European Aeronautic De-
fence & Space Co. and its Airbus Mil-
itary unit said they are working
with engine developers “to firm up
a date for the first flight.” So far 192
A400Ms have been ordered from
NATO nations including Germany,
France, Britain, Spain, Belgium, Lux-
embourg and Turkey, among others.

Eidos PLC

British games publisher Eidos
PLC, the maker of the “Tomb
Raider” series, cut its revenue fore-
cast as the economic downturn hurt
sales, especially in the U.S. Shares
in Eidos tumbled 28% as the com-
pany, formerly known as SCi Enter-
tainment, also warned it could
breach its debt covenants in the
next six months. Eidos said it had
sold 1.5 million copies of the latest
Lara Croft adventure, “Tomb
Raider: Underworld,” between the
game’s U.S. release on Nov. 18 and
Christmas. That was well below
forecast, despite the game reaching
the top 10 in European sales, be-
cause of a weak start in sales in
North America. Retailers have been
cutting inventories and discounting
prices more than expected, Eidos
said. The company cut its full-year
revenue estimate to between £160
million and £180 million, or about
$240 million to $275 million, down
from its previous forecast of £180
million to £200 million.

By Don Clark

LAS VEGAS—Advanced Micro De-
vices Inc. plans to build a massive su-
percomputer to process and electron-
ically distribute games and other
complex content to users—avoiding
the need for specialized hardware
and software that adds to the cost of
computers and other devices.

The supercomputer, assembled
using AMD chips, will be operated by
Otoy, a closely held company that de-
velops software and special effects
for movie studios and game develop-
ers, the companies said.

AMD’s announcement, at the Con-
sumer Electronics Show in Las Ve-
gas, is the latest extension of two hot
trends in the computer industry. One
involves the extension of graphics
chips to take over general-purpose
calculating tasks that are more typi-
cally done on microprocessor chips.
AMD, Sunnyvale, Calif., is the only
company that makes both graphics
chips and microprocessors using the
technology called x86 that is the stan-
dard in most personal computers.

The other trend is called cloud
computing, which refers to using cen-
tralized servers and the Internet to
handle chores that were once done
on personal computers.

But most gaming software typi-
cally must be handled on PCs that
come along with chips known as
GPUs, for graphics processing units.

Executives of the two companies
demonstrated that servers equipped
with Otoy’s software and AMD micro-
processors and graphics chips can
render game images and compress
them to be sent over the Internet to
users—and allow a user to play the
game in a Web browser.

“If we can put a game like this in
the cloud, we can put any application
in the cloud,” said Jules Urbach,
Otoy’s chief executive.

Financial details of the partner-
ship weren’t disclosed.

Merck & Co.

Merck & Co. hit another setback
in its effort to widen the use of the
Gardasil cervical-cancer vaccine to
older women as regulators re-
quested more data on the proposed
expansion. The Whitehouse Station,
N.J., drug maker said Friday the U.S.
Food and Drug Administration
wants to wait for the completion of
a continuing trial of the vaccine in
women 27 through 45 years old be-
fore deciding whether to approve
its use by older women. Merck said
it expects to submit the results by
year end, which means approval
won’t come before 2010. Gardasil is
currently approved to prevent cervi-
cal, vulvar and vaginal cancers, as
well as genital warts, in females
aged 9 to 26.

LG Electronics Inc.

LG Electronics Inc. said it aims to
raise its sales of flat-screen televi-
sion sets by 40% this year to garner
16% of the global TV market, despite
souring economic conditions and
falling demand. South Korea’s sec-
ond-largest electronics maker by
revenue, after Samsung Electronics
Co., said it plans to sell 21 million flat-
screen sets this year. The company
aims to sell 18 million liquid-crystal-
display sets and three million
plasma-display sets. LG Electronics
aims to increase its market share for
global flat screen TV sets from
around 11% at the end of last year’s
third quarter. Simon Kang, presi-
dent of LG’s home entertainment di-
vision, said the company plans to
spend more on marketing and re-
search-and-development projects to
ride out the current difficulties.

Merisant Worldwide Inc.

Merisant Worldwide Inc., the
maker of Equal and other sweeten-
ers, filed for Chapter 11 bank-
ruptcy protection Friday,. But the
privately held company said it is
still pushing ahead with plans
with PepsiCo Inc. to market a zero-
calorie natural sweetener derived
from the stevia plant that was
cleared for use in food and drinks
by the U.S. Food and Drug Adminis-
tration last month. The Chicago-
based company, whose subsidiar-
ies include Equal maker Merisant
Co., has struggled as Equal has
lost market share to other sweet-
eners, including Splenda, mar-
keted by the McNeil Nutritionals
unit of Johnson & Johnson. Mer-
isant said it had $137.1 million of
debt as of Nov. 30, 2008, while the
Merisant Co. unit had $331.1 mil-
lion of assets and $560.7 million of
debt on that date.

Deutsche Postbank AG

Deutsche Postbank AG said Fri-
day it has moved to reduce its risk
exposure, which will hit fourth-quar-
ter results but “clearly improve” its
risk profile for the full year. The
bank, majority owned by Deutsche
Post AG, also reiterated that its
2008 results would be “signifi-
cantly” negative. Equity holdings
were eliminated from its portfolio
in December “so that no future bur-
dens can exist on the bank’s core cap-
ital,” Postbank said.

Randstad NV

Dutch staffing company Rands-
tad NV said Friday it will cut 489 full-
time jobs in France because of diffi-
cult market conditions, adding to
job cuts from British peers Hays PLC
and Michael Page International
PLC. Randstad said it will close 85
branches and merge them with
other locations. This adds to the clo-
sure of 72 French branches trig-
gered by the takeover of Vedior last
year. The job cuts, planned for
mid-2009, represent about 1.5% of
the 34,000 Randstad employees
world-wide. “A number of our cli-
ents have taken drastic measures to
face the current difficult market cir-
cumstances,” Chief Executive Ben
Noteboom said in a statement. Rand-
stad said that it expects the cuts to
save Œ25 million ($34 million) in
costs per year and that it will take a
Œ25 million charge for the restruc-
turing. British peers Hays and
Michael Page have jointly cut more
than 1,000 jobs in the past few
months to reduce costs.

GlaxoSmithKline PLC

Drug maker GlaxoSmithKline
PLC said Friday it has resubmitted a
new application to U.S. authorities
for Solzira, the restless legs syn-
drome drug it has developed with Xe-
noPort Inc and Japan’s Astellas
Pharma Inc. XenoPort, based in
Santa Clara, Calif., and London-
based Glaxo withdrew their original
application in November after the
U.S. Food and Drug Administration
requested some of the study data be
reformatted. Glaxo said the earlier
withdrawal wasn’t related to the con-
tent of the filing. Solzira Extended
Release Tablets would be used for
the treatment of moderate-to-se-
vere restless legs syndrome, a neuro-
logical disorder characterized by
sensations in the legs and an urge to
move them for relief. The drug is
also being tested as a treatment for
post-shingles pain and as a preven-
tive treatment for migraines.

Executive Travel Program

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

www.accessmba.com
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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 01/08 GBP 6.84 2.8 –26.3 –12.8
Andfs. Borsa Global GL EQ AND 01/08 EUR 5.87 1.2 –36.3 –19.9
Andfs. Emergents GL EQ AND 01/08 USD 10.34 3.4 –50.0 –18.5
Andfs. Espanya EU EQ AND 01/08 EUR 11.09 2.5 –34.9 –18.6
Andfs. Estats Units US EQ AND 01/08 USD 12.37 1.5 –35.3 –18.3
Andfs. Europa EU EQ AND 01/08 EUR 6.63 2.2 –38.9 –21.1
Andfs. Franca EU EQ AND 01/08 EUR 8.50 2.6 –38.1 –21.9
Andfs. Japo JP EQ AND 01/08 JPY 441.15 0.6 –38.4 –27.8
Andfs. Plus Dollars US BA AND 01/08 USD 8.51 0.9 –19.9 –9.7
Andfs. RF Dolars US BD AND 01/08 USD 10.33 1.1 –9.2 –3.8
Andfs. RF Euros EU BD AND 01/08 EUR 9.00 0.5 –18.7 –10.7
Andorfons EU BD AND 01/08 EUR 12.06 1.1 –21.2 –12.8
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 01/08 EUR 8.13 0.4 –29.0 –16.3
Andorfons Mix 60 EU BA AND 01/08 EUR 8.21 1.0 –35.3 –19.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 12/31 USD 134896.62 –48.3 –48.3 –22.2

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 01/09 EUR 10.11 0.4 –0.6 0.3
DJE-Absolut P GL EQ LUX 01/09 EUR 176.82 0.9 –29.0 –11.9
DJE-Alpha Glbl P EU BA LUX 01/09 EUR 154.54 0.5 –23.7 –8.7
DJE-Div& Substanz P GL EQ LUX 01/09 EUR 178.73 2.2 –24.4 –9.7
DJE-Gold&Resourc P OT EQ LUX 01/09 EUR 129.03 –1.3 –35.2 –9.1
DJE-Renten Glbl P EU BD LUX 01/09 EUR 120.39 0.6 –1.2 0.3
LuxPro-Dragon I AS EQ LUX 01/09 EUR 95.80 3.2 –47.2 –12.7
LuxPro-Dragon P AS EQ LUX 01/09 EUR 93.62 3.2 –48.4 –13.7
LuxTopic-Aktien Europa EU EQ LUX 01/09 EUR 14.80 3.3 –22.6 –5.9
LuxTopic-Pacific AS EQ LUX 01/09 EUR 9.57 5.7 –55.1 –25.3

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 01/09 EUR 40.16 3.4 –61.9 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 01/09 USD 41.69 –1.2 –64.9 NS
(Lux) Russian EUR EE EQ LUX 12/30 EUR 29.35 –74.2 –74.2 NS
(Lux) Russian USD EE EQ LUX 12/30 USD 31.86 –75.1 –75.1 NS
Balkan Fund EE EQ SWE 01/09 SEK 11.27 –0.9 –64.3 –31.1
Baltic Fund EE EQ SWE 01/09 SEK 33.42 4.4 –54.1 –33.5
Eastern European Fund EU EQ SWE 01/09 SEK 20.42 3.4 –62.0 –31.4
Russian Fund EE EQ SWE 12/30 SEK 535.59 –69.3 –69.3 –38.5
Turkish Fund EE EQ SWE 01/09 SEK 4.72 –0.2 –57.2 –18.6

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 12/30 CHF 71.39 –52.7 –52.1 –19.1
HF-World Bds Abs Ret OT OT CHE 12/25 USD 71.48 –21.7 –20.4 –9.5

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 12/31 SAR 4.74 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 01/08 USD 250.19 1.9 –20.2 –8.2

Sel Emerg Mkt Equity GL EQ GGY 01/08 USD 132.88 1.4 –49.8 –18.9
Sel Euro Equity EUR US EQ GGY 01/07 EUR 79.15 6.2 –43.5 –26.6
Sel European Equity EU EQ GGY 01/08 USD 143.11 4.1 –48.0 –25.0
Sel Glob Equity GL EQ GGY 01/08 USD 148.95 3.7 –43.0 –24.3
Sel Glob Fxd Inc GL BD GGY 01/08 USD 129.11 0.1 –12.9 –3.9
Sel Pacific Equity AS EQ GGY 01/08 USD 91.10 0.8 –46.8 –18.1
Sel US Equity US EQ GGY 01/08 USD 102.48 1.7 –36.2 –20.8
Sel US Sm Cap Eq US EQ GGY 01/08 USD 133.81 2.3 –37.0 –25.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 01/08 EUR 291.96 0.0 –18.8 –9.5
DSF 50/50 EU BA LUX 01/08 EUR 218.05 0.9 –25.8 –14.0
DSF 75/25 EU BA LUX 01/08 EUR 165.98 2.2 –32.7 –18.8
KBC Eq (L) Europe EU EQ LUX 01/08 EUR 409.77 5.4 –44.6 –27.2
KBC Eq (L) Japan JP EQ LUX 01/08 JPY 16620.00 –0.6 –40.7 –30.5
KBC Eq (L) NthAmer EUR US EQ LUX 01/08 EUR 460.03 0.7 –36.7 –20.0
KBC Eq (L) NthAmer USD US EQ LUX 01/08 USD 667.30 0.6 –35.2 –17.9
KBL Key America EUR US EQ LUX 01/07 EUR 324.72 1.8 –42.1 –21.7
KBL Key America USD US EQ LUX 01/07 USD 338.78 1.8 –41.5 –20.3
KBL Key East Europe EU EQ LUX 01/07 EUR 1146.93 8.4 –65.7 –37.4
KBL Key Eur Sm Cie EU EQ LUX 01/07 EUR 665.36 5.8 –49.1 –31.6
KBL Key Europe EU EQ LUX 01/07 EUR 538.62 3.8 –36.9 –22.6
KBL Key Far East AS EQ LUX 01/07 USD 930.91 3.2 –50.5 –20.5
KBL Key Major Em Mkts GL EQ LUX 01/07 USD 356.99 4.2 –61.2 –24.4
KBL Key NaturalRes EUR OT EQ LUX 01/07 EUR 364.03 6.9 –40.5 –13.6
KBL Key NaturalRes USD OT EQ LUX 01/07 USD 377.93 4.8 –44.9 –11.5
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Wave of M&A tests bank systems
Melding operations
like processing checks
can cause big snafus

Barclays hires
bankers, cuts
staff in Asia

Lehman Brothers plans a spinoff of private-equity shop

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

By Robin Sidel

On Monday afternoon, Donovan
McKitty walked into a TD Bank
branch around the corner from the
New York Stock Exchange to make a
deposit. The teller looked at his
checking-account number, then
slipped into a back room where an-
other employee processed the de-
posit on a different computer.

About half of parent TD Bank Fi-
nancial Group’s 1,075 branches on
the East Coast have two computer
systems that can’t talk to each other.
That is because the Toronto com-
pany bought Commerce Bancorp Inc.
of Cherry Hill, N.J., in March but
won’t fully integrate the combined
bank’s branches until September.

Few things in banking are as ho-
hum as the back-office operations
that handle billions of deposits, with-
drawals and other transactions ev-
ery day. But with acquisition activity
intensifying, such systems are about
to face a huge test.

J.P. Morgan Chase & Co., Wells
Fargo & Co. and PNC Financial Ser-
vices Group Inc. are spending hun-
dreds of millions of dollars during
the next few years to integrate their
purchases of Washington Mutual
Inc.’s banking operations, Wachovia
Corp. and National City Corp., respec-
tively.

Those six banks hold about 22% of
the nation’s $7 trillion deposit base.
In addition to merging computer net-
works, some branches will be closed
and others will get a new look.

“We haven’t seen anything like
this in at least 10 years,” says Brad

Strothkamp, a retail-banking analyst
at consulting firm Forrester Re-
search Inc., referring to the number
of massive integrations that will oc-
cur simultaneously.

The job of combining two banks is
expensive, complicated and risky. It
took J.P. Morgan, an amalgamation
of more than 200 banks, about 17
years to fully merge the operations
of Texas Commerce Bancshares Inc.,
which the New York bank bought in
1988.

NationsBank Corp., the predeces-

sor to Bank of America Corp., lost a
big chunk of market share in Florida
after its 1998 purchase of Barnett
Banks Inc. Integration snags resulted
in long lines and lousy service.

Despite its proclivity for large
deals, Bank of America still uses a
separate computer platform in Cali-
fornia a decade after the deal that cre-
ated the Charlotte, N.C., company.
California customers who want to
make a deposit at a branch in Chi-
cago or New York City must use an
“out-of-state” deposit slip.

J.P. Morgan executives are racing
to absorb the former WaMu by the
end of 2009. Hundreds of WaMu
branches in overlapping markets
such as Chicago will be closed in the
next few months.

Until the computer systems are
merged, J.P. Morgan will set up sepa-
rate teller lines for WaMu customers
in some of its own branches in those
common markets. The Seattle thrift
collapsed in September in the largest-
ever U.S. failure of a bank or thrift.

Wells Fargo has disclosed few de-
tails about its plans for folding
Wachovia into the San Francisco
bank, but the process is expected to
take three years. That deal was com-
pleted Dec. 31.

Pittsburgh-based PNC is training
employees to explain to National
City customers in cities where both
banks have branches, including Cin-
cinnati and Pittsburgh, that they
can’t conduct any banking business
in PNC branches yet.

“The worst thing that could hap-
pen is if our employees think they
can take those deposits,” says Jo-
seph Guyaux, who runs PNC’s con-
sumer businesses. PNC, which re-
cently completed its $5 billion pur-
chase of National City, plans to begin
overhauling the Cleveland bank’s
branches this fall.

TD began handling transactions
by hand from its entire customer
base at the combined bank’s
branches within days of the Com-
merce deal’s completion. About half
those locations were merged into
one computer system in November.

TD still uses a second system in
those branches to handle customers
like Mr. McKitty, who opened his ac-
count at a Poughkeepsie, N.Y., branch
of TD Banknorth about a decade ago.
That is the longtime name of TD’s
bank unit in the U.S., but it will be
phased out this fall.

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

Above, a Commerce Bank branch in New York City in 2007, and how it looks now
as TD Bank. Changing the signs is proving the only easy part of most bank
mergers.
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By Alison Tudor

TOKYO—Barclays PLC said Fri-
day it has hired 10 investment bank-
ers in Japan but cut 30 jobs else-
where in the region.

The move is part of the British
bank’s efforts to cut costs and re-
shape itself after acquiring parts of
Lehman Brothers Holdings Inc.

Barclays Capital, the investment-
banking arm of Barclays, was best-
known for its bond business before it
bought the North American opera-
tions of Lehman in September. It has
since been pushing deeper into
stocks and mergers-and-acquisition
advisory.

While Barclays didn’t buy Leh-
man’s Asian operations, many of its
recent hires have been former em-
ployees of the Wall Street bank. In
October, Barclays launched equity
sales and research operations in Ja-
pan, with 100 new staff mostly
from Lehman. It is now bolstering
its advisory business in the country
with ex-Lehman staff. But as it ab-
sorbs the newcomers, it also is
struggling to cope with the global
financial crisis.

Barclays said it is cutting 30
jobs in Hong Kong and Singapore af-
ter it decided to merge its corpo-
rate banking business and interna-
tional private bank businesses.
About 20 jobs will be lost in Hong
Kong and 10 in Singapore. Barclays
has a total of 5,000 staff in Asia.

Barclays has 700 employees in
Japan, including 35 investment
bankers. That still is less than half
of the payroll of rivals such as Gold-
man Sachs Group Inc. or Merrill
Lynch & Co., now owned by Bank of
America Corp., in the world’s sec-
ond-largest economy, but it is ex-
panding at a time when others are
cutting back.

Of the 10 most recent hires, Ta-
kumi Tanaka, was head of private-
equity coverage at Lehman Broth-
ers in Japan and has signed up for a
similar role at Barclays. Mr. Tana-
ka’s colleague at Lehman, Masaya
Kubota, will join him.

Rei Kyogoku, another former
Lehman man, will be in charge of ad-
vising Japanese financial institu-
tions for Barclays.

Hideaki Sunaga was named co-
head of investment banking in Ja-
pan.  —Patricia Kowsmann

contributed to this article.

By Peter Lattman

Lehman Brothers’ buyout arm
has reached an agreement with its
collapsed parent to spin off into an in-
dependent firm, while taking in new
investment from luxury-goods bil-
lionaire Johann Rupert, according to
two people familiar with the deal.

As part of the move, the Lehman
estate will retain a substantial inter-
est in the private-equity shop,
called Lehman Brothers Merchant
Banking. The business has $4.5 bil-

lion under management and holds
stakes in more than a dozen portfo-
lio companies including a Spanish
railcar manufacturer and a U.S. bicy-
cle-component maker.

The deal also involves Mr. Ru-
pert, a South African billionaire
whose Luxembourg-listed invest-
ment vehicle Reinet Investments
SCA will assume $250 million in un-
funded commitments to the fund.
Mr. Rupert, who also chairs luxury-
goods company Richemont, is bet-
ting on private equity at a time when

large investors are looking to reduce
their exposure to this area. Mr. Ru-
pert wasn’t available for comment.

The transaction shows how Leh-
man’s restructuring advisors, Alva-
rez & Marsal, have decided to retain
and manage Lehman assets rather
than sell them into a weak market.
Numerous private-equity firms in-
cluding Blackstone Group LP and
Carlyle Group expressed an interest
in acquiring the unit. But instead of
exiting from the business entirely,
Lehman decided to retain a substan-

tial stake and spin off the rest to
management.

The deal calls for the Lehman es-
tate to spin out the unit’s most re-
cent fund, a $3.3 billion vehicle
raised in 2007. It will be owned by
the firm’s current management,
led by chief Charlie Ayers. It is un-
clear how much the management
is paying.

Meanwhile, Lehman’s bank-
ruptcy estate will retain ownership
of a vehicle containing $1.2 billion in
existing investments.
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Layoffs continue in the new year

By Kelly Evans

And Kris Maher

The worsening U.S. economy hit
the nation’s work force hard in De-
cember, as the unemployment rate
climbed to 7.2% and brought the to-
tal number of jobs lost last year to
just over 2.5 million—the most
since 1945.

Of those, 1.9 million vanished in
the final four months of the year.

Job losses spared no region or
sector, except for small increases in
education and health-care services
and government employment. The
U.S. lost 524,000 jobs in December,
the Labor Department said Friday.
Financial markets sank on the news,
with the Dow Jones Industrial Aver-
age falling 143.28 points, or 1.6%, to
close at 8599.18 on Friday.

The numbers drew alarm from
President-elect Barack Obama, who
cited the report to rev up support
for his stimulus program. The
Obama economic team has begun to
worry that opposition in Congress
to parts of his plan could cause de-
lays. “Clearly, the situation is dire,”
Mr. Obama said. “What we can’t do
is drag this out when we just saw a
half-million jobs lost.”

Saturday, Mr. Obama made pub-
lic a detailed analysis by his eco-
nomic advisers that estimates his
$775 billion plan of tax cuts and new
spending would create 3.5 million
jobs during the next two years.

With an eye on Mr. Obama having
immediate access to bailout money
already approved by Congress when
he becomes president next week, his
economic team and the Bush admin-
istration have discussed having Trea-
sury Secretary Henry Paulson ask
lawmakers for access to the $350 bil-
lion remaining in the fund.

White House spokeswoman
Dana Perino said the administration
hasn’t decided whether to make
such a request, which would be
made within the next week. Under
the terms of the legislation creating
the fund, Congress would have 15
days to reject the request.

The 14-page analysis of Mr.
Obama’s $775 billion plan, which
was posted on the Internet, con-
cedes that the estimates are “sub-
ject to significant margins of error,”
both because of the assumptions
that went into their economic mod-
els and because no one knows the fi-
nal outlines of the package that will
emerge from Congress.

Many Americans, meanwhile,

have been out of work for months
and are resorting to lower-wage or
part-time jobs to make ends meet.
Long-term unemployment is a wors-
ening problem; the Labor Depart-
ment reported that the number of
workers out of a job for more than
27 weeks doubled last year.

Dana Stevens, 32, of West Dept-
ford, N.J., lost her position as a hu-
man-resources supervisor at an in-
surance brokerage in July after just
a year on the job. Despite applying
for hundreds of positions in recent
months, she is still looking. Most
companies lose interest when they
learn she earned $60,000 a year,
Ms. Stevens said, with one com-
pany telling her its maximum sal-
ary for a job requiring similar expe-
rience is now $40,000.

“I came home and cried,” said
Ms. Stevens, who is struggling to
pay a $2,400 monthly mortgage
with her husband. “My savings is
gone. This has probably been the
worst experience of my life.”

While the official unemploy-
ment rate is 7.2%, a different figure
that includes discouraged workers
who have dropped out of the labor
force and those working part-time
because they can’t find full-time

work hit 13.5% in December. That
was nearly a full percentage point
higher than in the previous month
and up from 8.7% at the end of
2007. Meanwhile, the number of
Americans collecting unemploy-
ment benefits has risen since the
employment survey was conducted
in the second week of December,
hitting a fresh 26-year high in the
closing days of 2008.

The U.S. economy appears to
have contracted at the sharpest
pace in a quarter-century during the
October-through-December period,
which most economists predict will
be the trough of the current reces-
sion. J.P. Morgan chief economist
Bruce Kasman on Friday estimated
that U.S. gross domestic product de-
clined at a 6% annualized rate in the
fourth quarter, following a 0.5%
drop in the July-September quarter.

“What I think is most striking
about the jobs lost in the U.S. is its
breadth,” he said in a conference call.
“Businesses are pulling back hard.”

Manufacturing, often a bell-
wether for the U.S. economy, shed
149,000 jobs in December, the
most since 2001. The long-resilient

service sector also showed consid-
erable weakness, in retail, hospital-
ity and professional services.

The U.S. hasn’t shed so many
jobs in a year since the nation was
shifting from a wartime to a peace-
time economy after World War II.
The population then was less than
half its current size.

A key gauge of future employ-
ment also looked grim in December
as the average workweek fell to 33.3
hours, the lowest since the govern-
ment began tracking the data in
1964. “At 33.3 hours, we’re expect-
ing several more months of at least
half a million cuts in payrolls,” said
Bernard Baumohl, managing direc-
tor of Economic Outlook Group in
Princeton, N.J.

A wave of layoff announcements
in the first full week of 2009 por-
tends as much. Last week alone
brought layoff announcements
from retailers Walgreen Co. and Ma-
cy’s Inc., health insurer Cigna Corp.,
aluminum maker Alcoa Inc. and air-
plane manufacturer Boeing Co.

On Jan. 5 Linda Balogh, 42, was
laid off from a General Motors Corp.
plant in Lordstown, Ohio. Ms. Balogh,

who worked as a data response tech-
nician checking cars as they came off
the assembly line, started sending
out résumés last month.

“The economy here is really
slouched right now. Everyone is cut-
ting jobs. There’s no ‘help wanted’
signs,” she said.

How to provide short-term relief
to people like Ms. Balogh and stimu-
late long-term economic activity
form the heart of Congress’s debate
over Mr. Obama’s proposed $775 bil-
lion stimulus program. About 40%
of it would be in the form of tax cuts,
with the rest directed at infrastruc-
ture and other spending projects
aimed at job creation.

Congressional committee action
on the stimulus package is expected
to begin next week. House leaders are
hoping for a floor vote in that cham-
ber before the end of the month.

On Capitol Hill, House Speaker
Nancy Pelosi seized on the jobs re-
port to reiterate her commitment to
passing stimulus legislation by mid-
February, when Congress is sched-
uled to leave town at President’s
Day. “We need action now,” the Cali-
fornia Democrat said.

Yearly job loss in U.S. is worst since ’45
As unemployment rate hits 7.2%, Obama team outlines how $775 billion stimulus plan will affect labor market
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By Erin White

And Scott Thurm

The new year has brought no letup
on layoffs, as employers have already
announced more than 30,000 cuts
while tapping multiple strategies to
deal with a deepening recession.

Friday, Boeing Co., the world’s
largest airplane maker, said it
would eliminate 4,500 jobs this
year, and World Wrestling Enter-
tainment Inc. said it would cut 60
jobs, or 10% of its work force. Those
cuts were the latest in a grim week
that included plans for 15,000 lay-
offs at Alcoa Inc. and more than
2,000 each at EMC Corp., Lenovo
Group Ltd. and Daimler Trucks
North America.

As their businesses weaken,
some employers are beginning a sec-
ond round of layoffs, while others
are cutting hours, pay and benefits
in addition to shedding workers.
Small-airplane maker Hawker
Beechcraft Corp. told employees
Thursday it would lay off an unspeci-
fied number of workers in response
to sharply falling orders and cancel-
lations. In October, the company
laid off nearly 500 of its then-10,000
workers. AK Steel Holding Corp.
said Thursday it would lay off some
salaried employees after cutting
pay 5% a month earlier.

Andersen Corp. has offered vol-
untary early-retirement programs,
temporary layoffs and shortened
workweeks. Nonetheless, the maker

of windows and doors said Thurs-
day that it was eliminating 50 jobs
and temporarily laying off 400
other workers to reduce its excess
manufacturing capacity.

“You’ve got companies taking
five or six different actions all tar-
geted at reducing costs,” said Laura
Sejen, director of the strategic-re-
wards practice at consultant Wat-
son Wyatt Worldwide. In a Decem-
ber survey by Watson Wyatt of 117
U.S.-based employers, 23% ex-
pected to lay off workers in the next
12 months. More than 15% of respon-
dents also said they expected to
freeze salaries or hiring, cut spend-
ing on travel or training, or increase
employees’ contributions to health-
care premiums.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 01/08 USD 8.27 0.7 –39.2 –23.0
Am Blend Portfolio I US EQ LUX 01/08 USD 9.67 0.7 –38.6 –22.4
Am Growth A US EQ LUX 01/08 USD 23.17 1.2 –31.0 –14.5
Am Growth B US EQ LUX 01/08 USD 19.67 1.1 –31.7 –15.3
Am Growth I US EQ LUX 01/08 USD 25.48 1.2 –30.4 –13.8
Am Income A US BD LUX 01/08 USD 7.28 1.4 –10.2 –3.1
Am Income A2 US BD LUX 01/08 USD 15.47 1.6 –10.2 –3.1
Am Income B US BD LUX 01/08 USD 7.28 1.4 –10.9 –3.8
Am Income B2 US BD LUX 01/08 USD 13.42 1.6 –10.9 –3.8

Am Income I US BD LUX 01/08 USD 7.28 1.4 –9.7 –2.5
Am Value A US EQ LUX 01/08 USD 7.40 2.6 –33.8 –19.8
Am Value B US EQ LUX 01/08 USD 6.88 2.5 –34.5 –20.6
Am Value I US EQ LUX 01/08 USD 7.90 2.6 –33.3 –19.2
Asian Technology A OT EQ LUX 01/08 USD 8.73 –0.2 –40.6 –26.7
Asian Technology B OT EQ LUX 01/08 USD 7.71 –0.3 –41.2 –27.4
Asian Technology I OT EQ LUX 01/08 USD 9.66 –0.2 –40.1 –26.1
Emg Mkts Debt A GL BD LUX 01/08 USD 11.77 1.0 –19.1 –7.0
Emg Mkts Debt A2 GL BD LUX 01/08 USD 14.08 1.1 –19.2 –7.0
Emg Mkts Debt B GL BD LUX 01/08 USD 11.77 1.0 –19.9 –7.9
Emg Mkts Debt B2 GL BD LUX 01/08 USD 13.69 1.1 –20.0 –8.0
Emg Mkts Debt I GL BD LUX 01/08 USD 11.77 1.0 –18.7 –6.5
Emg Mkts Growth A GL EQ LUX 01/08 USD 20.29 1.2 –54.9 –22.5
Emg Mkts Growth B GL EQ LUX 01/08 USD 17.37 1.3 –55.3 –23.3
Emg Mkts Growth I GL EQ LUX 01/08 USD 22.32 1.3 –54.5 –21.9
Eur Blend A EU EQ LUX 01/08 EUR 9.52 4.3 –43.1 –27.2
Eur Blend I EU EQ LUX 01/08 EUR 9.72 4.2 –42.7 –26.6
Eur Growth A EU EQ LUX 01/08 EUR 5.83 4.7 –41.5 –24.6
Eur Growth B EU EQ LUX 01/08 EUR 5.29 4.5 –42.2 –25.4
Eur Growth I EU EQ LUX 01/08 EUR 6.31 4.6 –41.1 –24.0
Eur Income A EU BD LUX 01/08 EUR 5.18 2.0 –21.3 –12.0
Eur Income A2 EU BD LUX 01/08 EUR 9.41 2.2 –21.3 –12.0
Eur Income B EU BD LUX 01/08 EUR 5.18 2.0 –21.9 –12.6
Eur Income B2 EU BD LUX 01/08 EUR 8.82 2.2 –21.8 –12.6
Eur Income I EU BD LUX 01/08 EUR 5.18 2.0 –20.8 –11.5
Eur Strat Value A EU EQ LUX 01/08 EUR 7.22 3.7 –45.3 NS
Eur Strat Value I EU EQ LUX 01/08 EUR 7.33 3.7 –44.8 NS
Eur Value A EU EQ LUX 01/08 EUR 7.59 4.3 –42.3 –27.2
Eur Value B EU EQ LUX 01/08 EUR 7.05 4.1 –42.9 –28.0

Eur Value I EU EQ LUX 01/08 EUR 8.70 4.2 –41.8 –26.6
Gl Balanced (Euro) A EU BA LUX 01/08 USD 13.18 1.5 –32.1 NS
Gl Balanced (Euro) B EU BA LUX 01/08 USD 12.97 1.5 –32.7 NS
Gl Balanced (Euro) C EU BA LUX 01/08 USD 13.11 1.5 –32.3 NS
Gl Balanced (Euro) I EU BA LUX 01/08 USD 13.33 1.5 –31.6 NS
Gl Balanced A US BA LUX 01/08 USD 13.47 1.4 –33.2 –17.0
Gl Balanced B US BA LUX 01/08 USD 12.93 1.3 –33.9 –17.8
Gl Balanced I US BA LUX 01/08 USD 13.87 1.3 –32.7 –16.4
Gl Bond A US BD LUX 01/08 USD 8.57 0.2 –3.5 0.6
Gl Bond A2 US BD LUX 01/08 USD 14.26 0.4 –3.5 0.6
Gl Bond B US BD LUX 01/08 USD 8.57 0.2 –4.5 –0.5
Gl Bond B2 US BD LUX 01/08 USD 12.61 0.3 –4.4 –0.4
Gl Bond I US BD LUX 01/08 USD 8.57 0.2 –2.9 1.2
Gl Conservative A US BA LUX 01/08 USD 13.30 0.9 –19.2 –8.4
Gl Conservative A2 US BA LUX 01/08 USD 14.71 0.9 –19.2 –8.4
Gl Conservative B US BA LUX 01/08 USD 13.29 0.9 –20.0 –9.3
Gl Conservative B2 US BA LUX 01/08 USD 14.11 0.9 –20.1 –9.4
Gl Conservative I US BA LUX 01/08 USD 13.32 0.9 –18.7 –7.9
Gl Eq Blend A GL EQ LUX 01/08 USD 9.12 2.0 –49.0 –28.0
Gl Eq Blend B GL EQ LUX 01/08 USD 8.64 2.0 –49.5 –28.7
Gl Eq Blend I GL EQ LUX 01/08 USD 9.54 2.0 –48.6 –27.4
Gl Growth A GL EQ LUX 01/08 USD 32.92 2.1 –50.0 –26.8
Gl Growth B GL EQ LUX 01/08 USD 27.75 2.1 –50.5 –27.5
Gl Growth I GL EQ LUX 01/08 USD 36.27 2.1 –49.6 –26.2
Gl High Yield A US BD LUX 01/08 USD 3.08 3.7 –29.3 –13.7
Gl High Yield A2 US BD LUX 01/08 USD 5.99 4.0 –29.4 –13.8
Gl High Yield B US BD LUX 01/08 USD 3.08 3.7 –30.1 –14.7
Gl High Yield B2 US BD LUX 01/08 USD 9.72 4.0 –30.1 –14.6
Gl High Yield I US BD LUX 01/08 USD 3.08 3.7 –28.9 –13.3

Gl Value A GL EQ LUX 01/08 USD 8.66 2.0 –48.0 –29.2
Gl Value B GL EQ LUX 01/08 USD 8.03 1.9 –48.6 –30.0
Gl Value I GL EQ LUX 01/08 USD 9.14 2.0 –47.6 –28.7
India Growth A EA EQ LUX 01/05 USD 60.22 4.2 –57.6 –13.2
India Growth B EA EQ LUX 01/05 USD 51.98 4.2 –58.0 –14.0
India Growth I EA EQ LUX 01/05 USD 62.14 4.2 –57.4 –12.9
Int'l Health Care A OT EQ LUX 01/08 USD 116.42 –0.9 –30.3 –13.3
Int'l Health Care B OT EQ LUX 01/08 USD 99.17 –0.9 –31.0 –14.2
Int'l Health Care I OT EQ LUX 01/08 USD 126.21 –0.8 –29.7 –12.6
Int'l Technology A OT EQ LUX 01/08 USD 75.35 3.0 –41.1 –21.0
Int'l Technology B OT EQ LUX 01/08 USD 65.93 3.0 –41.7 –21.8
Int'l Technology I OT EQ LUX 01/08 USD 83.83 3.0 –40.7 –20.4
Japan Blend A JP EQ LUX 01/08 JPY 5350.00 –0.3 –43.5 –30.8
Japan Blend I JP EQ LUX 01/08 JPY 5461.00 –0.3 –43.0 –30.2
Japan Growth A JP EQ LUX 01/08 JPY 5440.00 –2.2 –42.1 –30.3
Japan Growth I JP EQ LUX 01/08 JPY 5554.00 –2.2 –41.6 –29.7
Japan Strat Value A JP EQ LUX 01/08 JPY 5242.00 1.6 –45.2 –31.0
Japan Strat Value I JP EQ LUX 01/08 JPY 5339.00 1.7 –44.8 –30.4
Real Estate Sec. A OT EQ LUX 01/08 USD 10.67 0.0 –42.3 –31.9
Real Estate Sec. B OT EQ LUX 01/08 USD 9.85 0.0 –42.9 –32.5
Real Estate Sec. I OT EQ LUX 01/08 USD 11.38 0.0 –41.8 –31.3
Short Mat Dollar A US BD LUX 01/08 USD 6.80 0.6 –20.1 –10.4
Short Mat Dollar A2 US BD LUX 01/08 USD 8.83 0.8 –20.2 –10.4
Short Mat Dollar B US BD LUX 01/08 USD 6.80 0.6 –20.5 –10.8
Short Mat Dollar B2 US BD LUX 01/08 USD 8.82 0.7 –20.6 –10.8
Short Mat Dollar I US BD LUX 01/08 USD 6.80 0.6 –19.7 –9.9

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

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

Korea leads markets lower;
Satyam falls a further 40%

Euro Money Mkt, Dynamic
These funds tend to have average maturity that exceeds 90 days, but take on more credit
and liquidity risk than stable money-market funds. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending January 09, 2009

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

5 CCR Active CCR Asset Mgmt EURiFrance –0.54 1.79 7.27 NS
Alpha R Acc

5 Harewood Harewood Asset EURiFrance –1.75 0.81 8.52 NS
Dynamic Money Mkt Trend Acc Management

3 DB Platinum DB Platinum EURiLuxembrg –0.54 –0.65 8.05 NS
IV Eur Infl 2011 R1D Inc Advisors S.A.

5 Iéna Obli BFT Gestion EURiFrance –1.30 –0.70 7.92 4.86
Capvol Acc

5 Mesina-Rentenfonds-UBS UBS Invest EURiGermany –3.32 –0.76 6.82 5.05
(D) Inc Kapitalanlagegesellschaft mbH

5 Dexia Index Dexia Asset EURiFrance –0.93 –1.12 8.72 5.95
Arbitrage C Acc Management

4 LGT Strategy LGT Capital EURiLiechtnstn –1.02 –1.35 7.79 4.13
1 Year (EUR) B Acc Management AG

5 Madrid Gesmadrid EURiSpain –1.15 –1.57 7.46 4.45
Rentabilidad Anual FI Acc

5 Dexia Money Dexia Asset EURiFrance –1.11 –1.76 8.04 4.25
+ Getec Acc Management

5 KBC KBC Asset EURiLuxembrg –1.52 –1.76 7.50 NS
Institutional Cash-Kappa C1 Acc Management (BE)
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

China to expand corporate bonds

Seeking weak currencies?
Asian reserves data
suggest some nations
want devaluations

FUND SCORECARD

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

By Chris Oliver

And Rosalind Mathieson

South Korea led declines in much
of Asia on Friday as investors re-
mained cautious ahead of a report
on the state of the U.S. jobs market.

In Mumbai, Satyam Computer
Services plunged for a second con-

secutive session af-
ter interim Chief Ex-
ecutive Ram My-
nampati said the
company will need

additional cash to meet outstanding
payments due this month, while two
lawsuits were filed in the U.S. alleg-
ing executives violated U.S. securi-
ties law by issuing false statements.

Satyam shares slumped 40%,
adding to a 77% decline on Wednes-
day. The stock exchange was closed
for a holiday Thursday. The decline
pulled the 30-stock Sensex down
1.9% to 9406.47.

The Bombay Stock Exchange
said it would replace Satyam with
Sun Pharmaceutical Industries in
the benchmark index beginning
Monday. Sun’s shares were up 5.7%.

The Korea Composite Stock
Price Index fell 2.1% to 1180.96. In-
vestors became skittish after the
central bank cut interest rates to a
record low 2.5% and warned that
the economy likely contracted in
the fourth quarter. Technology
stocks faded, with Samsung Elec-
tronics down 3% and Hynix Semi-
conductor off 7.4%.

In Tokyo, Nissan Motor led auto
stocks lower, after the company
said Thursday that it will cut 1,200
jobs in the U.K. because of slowing
consumer demand and warned that
the outlook this year is “extremely
challenging.”

Electronics-component maker
TDK rose 2%, despite having said
late Thursday it expects to fall deep
into the red this fiscal year, given a
drop in orders and the higher yen
against the dollar.

In Sydney, the S&P/ASX 200
added 1.1% to 3735.70. Resource
stocks rose after Thursday’s de-
clines, with BHP Billiton up 3.1% and
Newcrest Mining adding 8.1%.
Miner Lihir Gold rose 12%.

 —Santanu Chakraborty
contributed to this article.

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.

ASIAN-PACIFIC
STOCKS

SHANGHAI—The China Banking
Regulatory Commission said Friday
that it will allow foreign banks to
trade and underwrite corporate
bonds in the country’s interbank
market, widening their reach in
Asia’s largest fixed-income market
outside Japan.

Also Friday, China’s central bank
said it will scrap a minimum size re-
quirement for interbank-market
bond sales, creating a new avenue
for smaller companies with more
modest funding needs to borrow
money.

The People’s Bank of China said
it will let companies sell less than
500 million yuan ($73.2 million) of
bonds on the interbank market, a
move likely intended to ease financ-
ing woes of smaller companies.

Both moves come at a time when
Beijing is encouraging local firms to
tap the debt market, instead of rely-

ing on bank loans and stock markets
for funds amid a slowing economy.

The moves also are aimed at de-
veloping China’s five-year-old inter-
bank corporate-bond market, which
suffers from low liquidity partly be-
cause of scant investor interest.

Foreign banks will no longer need
approval from the commission for
corporate-bond trading or underwrit-
ing, but still will have to report any
deals to the regulator’s local
branches, according to a commission
notice seen by Dow Jones News-
wires.

Previously, foreign banks were al-
lowed to trade only government
bonds, central bank bills, bonds is-
sued by financial institutions and
some derivative instruments on the
local bond market.

Foreign banks’ bond holdings
rose 23% over the year to 117.8 bil-
lion yuan at the end of December, ac-

counting for less than 1% in the inter-
bank market. Analysts said they ex-
pect the proportion to increase grad-
ually in coming years given Beijing’s
efforts to ease restrictions on for-
eign banks’ bond investments.

According to the latest data from
the banking regulator, 71 foreign
banks had established branches in
China by the end of 2007, including
HSBC Holdings PLC and Citigroup
Inc. Their assets totaled 1.25 trillion
yuan at the time, accounting for
2.4% of assets in China’s banking sec-
tor.

“Some experienced foreign
banks are likely to start investing in
corporate bonds imminently, as the
returns are relatively higher than
government bonds,” said Mo Fan, a
bond analyst at Soochow Asset Man-
agement Co.

 — Wang Ming, Frank Zhang and
Terence Poon

By David Roman

SINGAPORE—Asia’s central
banks, which only months ago were
defending their currencies, are ac-
cepting or even encouraging a de-
cline in their currencies in an effort
to support flagging exports, the lat-
est foreign-exchange reserves data
suggest.

Asia’s foreign-exchange reserves
excluding China rose 1.9%last month
compared with November, the fast-
est pace in six months and the sec-
ondconsecutivemonthly increase af-
ter four months of decline. The ris-
ing reserves come even as other
emerging countries, such as Russia
and Brazil, continue to sell dollars to
prop up their currencies.

Rising reserves suggest govern-
ments are buying U.S. dollars, a
move that typically sends their own
currencies lower. The increases sig-
nal some countries are tilting to-
ward weaker currencies, a change in
sentiment from much of last year.
Then, the region’s central banks
sold U.S. dollars in the summer and
fall to help stabilize their currencies
as investors sought the safety of the
Japanese yen and the U.S. currency
in the presence of a growing global

economic slump.
Market observers say Taiwan,

Singapore and probably Thailand
would be at the fore of any broad, al-
though uncoordinated, regional cur-
rency-devaluation trend.

It isn’t clear how much weaker
currencies will help Asia’s export-
dependent manufacturers. A sag-
ging currency makes a country’s
goods more affordable abroad and
can boost profits at foreign subsid-
iaries. But the world economic
crunch has weakened demand in
most major consuming nations.

Reserves held by 11 Asian central
banks stood at US$2.407 trillion at
the end of December, up from
US$2.362 trillion at end-November.
The central banks comprise those of
Japan, India, Indonesia, Korea, Malay-
sia, Pakistan, Philippines, Singapore,
Taiwan, Thailand and Hong Kong.

The increase in reserves follows
a 1.2% monthly rise in November.
That is in contrast to an accumu-
lated 7.4% drop during the previous
three months.

In December, all central banks ex-
cept Malaysia’s reported increases
in reserves. Japan holds the region’s
largest reserves next to China, but
its reserves were flat, meaning re-
serves growth at other Asian na-
tions accounted for the rise.

Hong Kong’s reserves reached a
new high in December as it contin-
ued to sell local currency to keep the
Hong Kong dollar in a tight trading
band with the U.S. dollar.

Three others—the Philippines,
Taiwan and Thailand—also re-
ported record levels of reserves.
The Philippines’ reserves rose 5.1%
from November, while those in Thai-
land rose 4.3%, and those in Taiwan
rose 3.9%. The Philippine central
bank attributed most of its rise to
higher gold prices, which raised the
value of its gold reserves. Thailand’s
central bank didn’t provide any rea-
son for its increase.

Taiwan’s central bank said its re-
serves increased largely because of
gains in the value of nondollar cur-
rencies, chiefly the euro and yen,
against the U.S. currency. It also
cited “returns from foreign-ex-
change reserves management”—a
reference to the bank’s frequent in-
terventions in the foreign-exchange
market.

In recent weeks, Taiwan’s central
bank has often bought U.S. dollars to
weaken the local currency, according
to local traders. HSBC estimates
such purchases amounted to US$1.5
billion in November alone, the last
month for which it has data. “We now
believe Taiwan’s policy to be to en-
courage depreciation,” HSBC said.

Spencer Lin, chief of the central
bank’s foreign-exchange depart-
ment, declined to confirm whether
it has been buying dollars to weaken
the local currency. However, the Tai-
wan bank’s policy is to intervene in
the market “when the foreign-ex-
change rate is incompatible with
fundamentals,” he said.
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Trade data expected to show
falling demand for U.S. goods

Industrial output slumps
Data from Germany,
France, U.K., Spain
show pain spreading

Inflation in November
was lower, OECD says

By Marcus Walker

And Nicholas Winning

Industrial production in major
European economies slumped in No-
vember as domestic and foreign de-
mand weakened, showing how Eu-
rope’s manufacturing is turning into
a big victim of the global downturn.

Factory output fell in Germany,
France, the U.K. and Spain as compa-
nies scaled back production, accord-
ing to national data released Friday.

The pace of economic contrac-
tion is accelerating in much of Eu-
rope, with the troubles that bat-
tered the real-estate and financial-
services sectors spreading to indus-
try in recent months.

The large capital-goods and auto-
motive industries in Germany and
other European countries are reeling
from a drop-off in global demand as
customers from factories in China to
car buyers in the U.S. pare spending.

Business surveys that reflect
plummeting industrial orders in Eu-
rope suggest conditions will get
worse. Many forecasters now
project that the euro zone’s overall
economy could shrink by around 1%
this year. The factory-output data
suggest the contraction could be
much worse, economists said.

“The numbers are really disas-

trous,” said Martin van Vliet, a se-
nior euro-zone economist at ING.

Gross domestic product for the 15
countries that share the euro con-
tracted last year by 0.2% for the sec-
ond consecutive quarter in July to Sep-
tember, marking the euro zone’s first
recession since it was formed in 1999.
Slovakia adopted the euro Jan. 1, ex-
panding the euro zone to 16 countries.

Overall economic output in the
euro zone may well have fallen by as
much as 1% in the fourth quarter,
Mr. van Vliet said.

In Germany, the zone’s biggest
economy, official figures showed
that industrial production slumped
3.1% in November from October in
seasonally adjusted terms. The de-
cline surpassed the market consen-

sus estimate of a 2% drop, as well as
October’s 1.8% drop. Compared with
a year earlier, output fell 6.4% in
workday-adjusted terms and 10% in
unadjusted terms. “Due to persist-
ing weak orders activities, this de-
velopment will likely continue in
the coming months,” the German
Economics Ministry said.

Car makers BMW AG and Daim-
ler AG’s Mercedes-Benz unit have
scaled back output, as have chemi-
cal companies like BASF SE. Merck
KGaA has cut back workers’ shifts.

In France, the euro zone’s second-
largest economy, November data
showed industrial output slumped
2.4% from October, more than dou-
ble the market consensus estimate
for a 1.1% decline. Insee, the national
statistics agency, revised the previ-
ous month’s data lower to show out-
put dropped 3.7% rather than the ini-
tial 2.7% estimate.

According to Insee, French indus-
trial production was 6.5% weaker in
the September-to-November period
from the year-earlier period. The
data showed car production slumped
8.1% in November following Octo-
ber’s 22% plunge the month before.

In Spain, November industrial
production fell at a 15% annual rate
in calendar-adjusted terms, after a
13% decline in October and 9% fall in
September, according to the Na-
tional Statistics Institute.

The U.K. Office for National Sta-
tistics said industrial production
fell 2.3% in November from the pre-
vious month and manufacturing out-
put dropped 2.9%.

By Paul Hannon

LONDON—Annual rates of infla-
tion were sharply lower across the
developed world in November as en-
ergy prices fell, the Organization for
Economic Cooperation and Develop-
ment said Friday.

The Paris-based research orga-
nization said the annual rate of in-
flation for its 30 members tumbled
to 2.3% in November from 3.7% in
October. As recently as July, it
stood at an 11-year high of 4.8%.

Prices fell 0.9% in November
from October, having fallen by 0.3%
in that month from September.

The rapid decline in annual
rates of inflation will likely encour-
age leading central banks to cut
their key interest rates again.

The Bank of England cut its key
interest rate Jan. 8 to 1.5% from
2%, bringing the rate down to the
lowest level in the central bank’s
315-year history. The European
Central Bank’s governing council
is expected to lower its key inter-
est rate when it meets Thursday.

The fall in the headline rate of
inflation was due to a decline in en-
ergy prices, which fell 2.4% from
November 2007, after rising 12%
in the 12 months ended October.

Food prices also made a contri-

bution to the decline in the overall
inflation rate, albeit a much
smaller one. Food prices rose 6.2%
in the 12 months ended November,
down from the 6.5% rise recorded
in the 12 months to October.

But there were few signs that in-
flation was easing quickly across a
broader range of goods and ser-
vices. The OECD said that exclud-
ing energy and food, the annual
rate of inflation fell to 2.2% in
ovember from 2.3% in October.

Iceland continued to have by the
highest annual inflation rate at 17%,
while Japan had the lowest at 1%.

ECONOMY & POLITICS

OECD’s inflation rate
Percentage change on the same 
period of the previous year

Source: OECD
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By Siobhan Gorman

WASHINGTON—U.S. President-
elect Barack Obama introduced his
intelligence team Friday, choosing
respected managers over career pro-
fessionals in a sharp break from the
Bush administration.

Mr.ObamasaidretiredAdm.Den-
nis C. Blair, nominated to be director
of national intelligence, and former
Clinton chief of staff Leon Panetta,
named to lead the Central Intelli-
genceAgency,havethe“corepragma-
tism we need in dangerous times.”

This shift at the top U.S. spy posts
hascausedsomeanxietyamongintelli-
gence officers. “It’s a high-risk team,”
saidAmyZegart,aprofessorspecializ-

ing in intelligence at the University of
California at Los Angeles.

Mr.Obamadescribedthemas“pub-
lic servants with unquestioned integ-
rity, broad experience” and “strong
management skills” and said he ex-
pected unvarnished intelligence as-
sessments, an implicit critique of the
Bush administration’s use of intelli-
gence in the lead-up to the Iraq war.

Mr.Blairspent34yearsintheNavy,
retiring in 2002 as the commander of
U.S. forces in the Pacific. Earlier, he
held posts at the National Security
Counciland the Joint Chiefsof Staff.

Mr. Panetta is a onetime civil-
rights aide in the Nixon administra-
tion. He served 16 years as a Demo-
craticrepresentative from California.

Obama spy team a shift from Bush

By Brenda Cronin

Trade data out Tuesday from the
U.S. Commerce Department are ex-
pected to reflect continued belt-
tightening around the globe as 2008
neared its end.

In October, the U.S. trade deficit
widened to $57.2 billion from $56.6
billion in September, with imports
and exports both declining. Low oil
prices and reduced demand were
factors in shrinking the imports tab
and are likely to sway the November
figures to be released this week.

Amid the downturn, America’s
major trading partners, such as Eu-
rope, are curbing their appetites for
U.S. goods. Demand from develop-
ing countries and emerging mar-
kets for capital goods, including
U.S.-made farming and industrial
equipment, has collapsed.

U.S. consumers also are learning
to do without—a habit likely to re-

main while the recession lingers. If
President-elect Barack Obama’s stim-
ulus program includes adjustments
to the payroll tax, consumption
could kick back into gear by the third
quarter of 2009, said Brian Bethune,
chief U.S. financial economist at IHS
Global Insight. Imports will pick up
long before exports will, Mr. Bethune
said, because the U.S. is likely to dig
itself out of the recession at least six
months before Europe or Japan.

Stimulus programs in other na-
tions might provide a short-term
lift to U.S. exports, said Diane C.
Swonk, chief economist and senior
managing director of Mesirow Fi-
nancial in Chicago. China’s nearly
$600 billion plan, which includes
significant infrastructure spending,
could be a boon for the U.S., Ms.
Swonk said, because Beijing may
turn to American manufacturers for
cranes, construction equipment and
other capital goods.
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As M&A falters, arbitragers wait out slump
Potential for profits
increases, but risks
are much bigger too

Citigroup’s Berman resigns

By Liam Vaughan

Merger arbitragers burned by
the collapse of several high-profile
deals last year seem to be exercising
caution before investing in takeover
targets and pushing deal spreads on
outstanding transactions wider.

The deal spread is the difference
between the indicative price of-
fered for a buyout target and its cur-
rent trading price. The wider the
spread, the more uncertainty the
market sees in the deal being com-
pleted at the agreed terms. As a deal
edges closer to completion, and
with the passing of milestones such
as regulatory approvals, the nar-
rower the spread typically becomes.
On the day when a transaction is
due to close, the spread should be

at, or close to, zero.
Spreads on outstanding transac-

tions are uncharacteristically high,
demonstrating doubts that the
deals will be completed.

While the widening of deal
spreads provides greater potential
returns for hedge funds, the risks in-
herent in arbitraging the transac-
tions have scared off many inves-
tors. If the deal collapses, then arbi-
tragers are stuck with losses as the
share price falls, instead of rising to-
ward the deal price as they ex-
pected.

Last year saw the largest col-
lapsed deal: BHP Billiton Ltd.’s offer
for rival Anglo-Australian miner
Rio Tinto PLC, which at one point
was valued at $144.5 billion. It also
witnessed the largest failed lever-
aged buyout, when a private-equity
consortium led by Providence Eq-
uity Partners LLC and Ontario
Teachers’ Pension Plan backed out
of an offer for Canadian telecom
company BCE Inc. valued at $41 bil-
lion. These were the most high-pro-
file examples in a year with the high-
est number of withdrawn deals on

record, according to Dealogic.
That has left many people ner-

vous about the prospects for deals
agreed to last year that have yet to
close. “We have not seen a large deal
launched and successfully syndi-
cated since the dislocation in Sep-
tember, and lack of syndication suc-
cess has severely impacted appetite
for future underwriting. And it is
also clear that some corporates will
spend some of 2009 dealing with ac-
quisition-refinancing issues arising
from deals done this year and last,”
said Daniel Stillit, a mergers and ac-
quisitions analyst at UBS.

Lloyds TSB Group PLC is sched-
uled to complete its all-share acqui-
sition of U.K. banking peer HBOS
PLC on Jan. 16, yet the spread on the
deal stood at 9.7%, according to deal-
Reporter, part of the mergermarket
group, despite shareholder ap-
proval of the deal last month.

Other transactions launched last
year also look precarious. Banca
Popolare dell’Emilia Romagna
launched a Œ290 million (currently
$398.1 million) offer for the 72% of ri-
val Italian bank Meliorbanca that it
doesn’t own. The spread on the deal
stands at 5.4%, with the deal sched-
uled to close at the end of the month,
kept high by fears that labor groups
might derail the merger.

According to Hedge Fund Re-
search, funds focusing on merger ar-
bitrage finished last year down
6.7%. This compares with returns of

7.1% in 2007 and 14.2% in 2006. The
Hedge Fund Research Weighted
Composite index, which provides a
benchmark for the industry, shows
hedge funds across all strategies
lost an average of 18.5% last year.

The total value of assets under
management by merger-arbitrage
funds globally has shrunk by 41% to
$16.2 billion from $27.3 billion at

the end of 2007, while redemptions
from these funds were $3.2 billion
in the third quarter of last year
alone. This compares with $3.5 bil-
lion in redemptions in the whole of
2007.

M&A bankers and those corpo-
rate clients that may be looking to
make cheap acquisitions and divest
themselves of peripheral businesses
this year are also watching the fate
of last year’s vintage deals closely.

Simon Dingemans, head of Euro-
pean M&A at Goldman Sachs Group,
said: “I anticipate there will be some
pickup in 2009 as the market calms
down a bit. Even a little bit of stabil-
ity could lead to a large upturn, par-
ticularly for stock deals, as volatil-
ity makes pricing very difficult.”

Fortis currency managers
join Henderson Global

The risks inherent
in arbitraging have
scared off investors.

www.efinancialnews.com

Nerves
The market remains nervous about deals that were scheduled to be 
completed this year, as signaled by the spread between the indicative 
price in the deal offer and the target's share price.

Note: data as of Jan. 8  Sources: DealReporter; Financial News
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By Duncan Kerr

One of Citigroup Inc.’s most se-
nior European fixed-income bank-
ers has resigned seven months after
he was moved into the investment-
banking division.

Charlie Berman had been co-
head of European fixed income with
Eirik Winter before he was moved
into the investment-banking divi-
sion in July as part of a reorganiza-
tion of that business and the capital-
markets group.In that role,which in-
volvedaligning capital-markets orig-
ination and banking coverage, he re-

ported to Tom King, head of banking
for Europe, Middle East and Africa at
Citigroup in London.

Citigroup declined to comment
on Mr. Berman’s resignation. Mr. Ber-
man was unavailable for comment.

Mr. Berman, a well-known Euro-
bond banker, had been co-head of
Citigroup’s European fixed-income
group with Mr. Winter since 2005.
He has been either co-head of credit
or fixed-income since the late 1990s
and was head of European debt origi-
nation at Salomon Smith Barney be-
fore that business was folded into
Citigroup following the acquisition.

By Mark Cobley

London fund manager Hender-
son Global Investors Ltd. has hired
a team of Dutch currency managers
from Fortis NV.

The team, led by Bob Arends and
Dennis van den Bosch, is well-
known in the Dutch pensions indus-
try. From 1996 to 2006, Mr. Arends
managed currency for the Royal
Dutch Shell pension plan, one of the
biggest in the Netherlands, while
Mr. van den Bosch did the same job
at Mn Services, one of the Nether-
lands’ largest fund managers.

In 2006 they joined Fortis’s cur-
rency desk, building a proprietary
hedge-fund strategy with about
Œ800 million, or about $1.07 billion,
under management. They also ran a
so-called overlay process for cli-

ents, aimed at smoothing out the ef-
fect of exchange movements on in-
ternational portfolios, with a fur-
ther Œ3.2 billion of assets.

Although no clients will follow
the team to Henderson, the com-
pany plans to make its first big
move into the Dutch pensions mar-
ket after the team’s appointment.

The new team will report to
Mitesh Sheth, deputy head of fixed
income at Henderson. They will be
based in London for a few months
but will return to the Netherlands,
operating out of Henderson’s Am-
sterdam sales office.

“Our priority was to add a highly
liquid strategy, as the markets have
turned very illiquid in fixed in-
come,” Mr. Sheth said. “Currency is
one of the most liquid strategies
and the most scaleable.”

For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com

Private Equity and LBO
Modelling
27 - 28 January 2009, London

Excel Modelling for Financial
Markets
25 - 26 February 2009, London

Equity Derivatives
26 - 27 February 2009, London

Introduction to Excel Modelling
for Financial Markets
15 - 17 February 2009, Dubai

M&A Modelling
5 - 6 February 2009, Stockholm

Advanced Valuation of
Debt & Equity Modelling
3 - 4 March 2009, London

Leveraged Finance
25 - 26 February 2009, London

Volatility as an Asset Class
23 - 24 February 2009, New York

Algorithms in Trading
& Investing
10 - 11 February 2009, London

Financial Modelling
for LBO
3 - 4 February 2009, New York

Carbon Emissions Trading
5 - 6 March, London

Islamic Finance Products
& Strategies
5 - 6 March, London

T H E WA L L ST R E ET JOU R NA L . MONDAY, JANUARY 12, 2009 23




