
Egypt-brokered efforts to reach a
cease-fire agreement between Israel
and Hamas appeared to stall Mon-
day, raising the stakes for Egyptian
President Hosni Mubarak, who’s fac-
ing one of his biggest foreign-policy

challenges in decades as the fighting
next door in Gaza rages on.

Hamas officials were in Cairo on
Monday for talks over a possible
cease-fire. International Mideast en-
voy Tony Blair also was in Cairo,

meeting with Mr.
Mubarak, follow-
ing talks with Is-
raeli leaders on
Sunday.

While Mr.
Blair and other
officials signaled
talks were pro-
gressing toward
a possible negoti-
ating track be-
tween the two
sides, there was

little sign of a breakthrough.
A spokesman for Hamas’s Dam-

ascus leadership said the organiza-
tion had reservations about Mr.
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Mubarak walks
a tightrope
in peace talks

Spanish prosecutors are inves-
tigating the relationship be-
tween Santander and its Swiss-
based hedge fund with Madoff.
Client losses are the largest of
any European bank so far, dam-
aging the carefully crafted repu-
tation of Europe’s second-larg-
est bank for cautiousness. Page 1

n Russia agreed to restart gas
exports to the EU via Ukraine on
Tuesday morning, potentially
ending the cut-off that has left
tens of thousands of Europeans
without central heat. Page 2

n U.K. surveys showed falling
retail sales and house prices and
rising unemployment, as the
government announced mea-
sures to promote hiring. Page 2

n Germany was expected to
approve a more than $80 bil-
lion stimulus plan composed of
spending and tax cuts. Page 3

n European shares carried their
decline into a fourth consecu-
tive session. Financial stocks led
the U.S. market lower. Page 18

n Madoff can remain free, a
judge ruled. Prosecutors sought
to have bail revoked after Mad-
off mailed relatives more than
$1 million in valuables. Page 17

n Spain is committed to its eco-
nomic-stimulus plan, although it
was threatened with a ratings
downgrade that could lead to
higher borrowing costs. Page 17

n Wipro was barred for four
years from providing outsourc-
ing services to the World Bank,
the latest blow to India’s tech-
nology industry. Page 4

n Alitalia starts operating un-
der new ownership Tuesday but
still must contend with low-cost
competitors at home. Page 6

n Abbott Labs agreed to buy
Advanced Medical for $1.36 bil-
lion, in a deal that puts Abbot
in the eye-health market. Page 7

n The Bank of England won’t ex-
tend a program designed to pro-
vide liquidity to banks. Page 19

n Russia let the ruble weaken for
the second day in a row. Page 21

Efforts in Egypt to put together
a cease-fire agreement between
Israel and Hamas appeared to
stall, raising the stakes for Mu-
barak, who is facing one of his
biggest foreign-policy chal-
lenges in decades as the war in
Gaza continues. A spokesman for
Hamas’s Damascus leadership
said the organization had reser-
vations about Mubarak’s plan
but would continue talks. Page 1

n A top adviser to Obama told
Congress that the incoming ad-
ministration was requesting
the final $350 billion from a fi-
nancial-rescue package because
the need was urgent. Page 9

n Vice President-elect Biden
capped his tour of U.S. battle-
fronts with a visit to the Iraqi
capital, as a series of bombs tar-
geted Iraqi security forces in the
city, killing at least 10 people.

n The U.S. placed sanctions
on people and companies con-
nected to the black market nu-
clear network led by Pakistani
scientist Abdul Qadeer Khan.

n A court decision paved the
way for new corruption proceed-
ings against South Africa’s rul-
ing party leader and presiden-
tial hopeful Jacob Zuma. Page 8

n Efforts to improve relations
between Greece and Turkey have
stalled because of a dispute over
airspace boundaries, Greek offi-
cials said, after talks in Athens.

n Gunmen abducted an ill and
elderly Greek shipping magnate
in an Athens suburb, police said.

n The Czech prime minister
said four ministers will leave
the government as he tries to
improve the cabinet’s image af-
ter election defeats last year.

n Islamic insurgents fired mor-
tar rounds at the presidential
palace in Somalia, but no one in-
side was injured, an official said.

n A Nigerian militant group
released pictures of what it
claimed were two British hos-
tages seized in September.

n Rules went into effect requir-
ing people traveling to the U.S.
under the visa-waiver program
to register online in advance.

n Kuwait presented its cabinet,
making few changes from the gov-
ernment that resigned last year.

Gaza conflict takes toll
on Blair’s reputation

Hosni Mubarak

Santander faces probe
on clients’ Madoff losses
Spanish prosecutors
look at links to fund
and Swiss operation
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Editorial&Opinion

It’s anti-Semitism
Muslim outrage at Israel isn’t
spontaneous but taught.
State of the Union. Page 12
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MADRID—Government prosecu-
tors are investigating more than
Œ2.3 billion ($3.1 billion )in losses
suffered by clients whose funds
Banco Santander placed with Ber-
nard L. Madoff.

The losses —more than any

other European financial institu-
tion—jolted clients and investors.
Prosecutors and investors said they
wanted to know why Santander’s re-
lationship with Mr. Madoff’s firm ap-
peared to have been a close one, and
whether Santander knew earlier
about problems related to it.

The financial impact on
Santander will be relatively small,
at Œ17 million in direct losses, with
the rest being borne by its clients.
Longer-term, however, the incident
is likely to damage Santander’s care-
fully crafted reputation for cautious-
ness, analysts said. The bank’s chair-
man talked proudly last year about

Please turn to page 31
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What’s News—
Business & Finance World-Wide

By Alistair MacDonald

LONDON—As the death toll in
Gaza mounts, the conflict is causing
some collateral damage in an unfore-
seen area: the reputation of former
U.K. Prime Minister Tony Blair as an
international statesman.

During his 10 years as Britain’s
prime minister, Mr. Blair played a
prominent role in events ranging
from the Northern Ireland peace
process to the Iraq war. Now,
though, as Middle East envoy for
the Quartet group of the United Na-
tions, the U.S., the European Union
and Russia, he is finding himself
marginalized while another Euro-
pean statesman, French President
Nicolas Sarkozy, garners the head-
lines as a joint sponsor with Egypt
of a cease-fire proposal.

Mr. Blair, charged with develop-
ing the economy of the West Bank
and Gaza, has faced an uphill battle

since his appointment in June 2007.
Because of security concerns, he
hasn’t visited Gaza but has focused
on negotiating with Israeli and West
Bank officials on issues such as re-
moving roadblocks and other re-
strictions in the Palestinian territo-
ries. Meanwhile, the economies of
the territories have declined, lead-
ing many to question his effective-
ness.

“If I am honest, I would say that
his mission was a failure,” says Mus-
tafa Barghouti, a moderate member
of the Palestinian parliament and a
former minister. “In the West Bank
... he is irrelevant.” Mr. Barghouti
says that when Mr. Blair started his
job, there were 521 Israeli check-
points, and now there are 699.

Mr. Blair’s fate highlights how in-
tractable the Israeli-Palestinian con-
flict has become and how difficult it
can be for world leaders to make a

Please turn to page 31By Farnaz Fassihi in Cairo
and Joshua Mitnick
in Ashdod, Israel

Technology levels playing
field in electric-car race
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8474.05 -125.13 -1.46
Nasdaq 1538.79 -32.80 -2.09
DJ Stoxx 600 204.53 -3.29 -1.58
FTSE 100 4426.19 -22.35 -0.50
DAX 4719.62 -64.27 -1.34
CAC 40 3246.12 -53.38 -1.62

Euro $1.3346 -0.0165 -1.22
Nymex crude $37.59 -3.24 -7.94

By Thomas Catan and
Christopher Bjork in Madrid, and
Jose DeCordoba in Mexico City

www.smallthingschallenge.com
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What bond-market rally?
Since November, large

swaths of the bond market
have rallied from distressed
levels. But this recovery
doesn’t appear to have
helped large banks’ bond
holdings. According to Fed-
eral Reserve data, banks’ se-
curities portfolios, which
consist mainly of bonds,
showed ever-higher paper
losses in the fourth quarter.

At the end of December,
unrealized losses totaled
$83.1 billion in large banks’
securities portfolios, accord-
ing to the Fed. That is up
from $59 billion of losses at

the end of October. Over
that two-month period, in-
vestment-grade corporate
bonds jumped 9%, accord-
ing to a Merrill Lynch price
index.

The explanation may lie
in the type of mortgage-
backed securities the banks
hold. On the one hand,
there was a scorching recov-
ery in bonds backed by
mortgages guaranteed by
Fannie Mae and Freddie
Mac. On the other, bonds
backed by commercial mort-
gages and Alt-A and
subprime residential mort-
gages continued to suffer.

Subprime-mortgage-
backed bonds have contin-
ued tanking in 2009. One
reason was last week’s an-
nouncement by Citigroup
and leading Democratic sen-
ators that they support a
change in the law that
would allow judges to write
down the value of primary
mortgages in personal bank-
ruptcies. The Markit AAA
subprime indexes swooned
on the news. Citigroup’s
move may be politically as-
tute, but in the near term it
could add losses to banks’
balance sheets.
 —Peter Eavis

So far the euro has held
up pretty well. Against the
dollar it fell slightly in
2008. It soared against
weaker currencies such as
sterling—even as the euro-
zone economy slowed
sharply and investors fret-
ted about the creditworthi-
ness of individual members.
Those concerns are re-
flected in wide spreads be-
tween the interest rates
paid by individual govern-
ments to issue debt.

But for how long? A
warning from Standard &
Poor’s that it may down-
grade Spain’s sovereign
debt, days after a similar
alert on Greece, is a sharp
reminder of how serious
economic tensions within
the currency zone could be-
come. Admittedly, Spain
only became a triple-A
credit in 2004. But the euro
still hit a four-week low
against the dollar and yen.

As the recession has
spread even Germany has
reluctantly embarked on a
Œ50 billion ($67 billion)
stimulus package. Its export
markets have been ham-
mered by the global
downturn.

But the weaker countries

of the currency area pose a
real challenge. Take Spain.
Nearly a million workers
lost their jobs in the 12
months to November, taking
the unemployment rate to
13%. Industrial production
fell 15%. The debt-fueled fi-
esta that caused a huge
property bubble, based
partly on artificially low in-
terest rates because of euro
membership, has become a
nasty hangover. The current-
account deficit is set to hit
10% in 2008.

In the first stage of the
global financial crisis, the
euro provided stability. Indi-
vidual currencies didn’t face

the gut-wrenching swings
experienced by the likes of
sterling. And, even as
spreads widened, euro-zone
membership kept govern-
ment borrowing rates low
overall. But as the crisis
progresses, that security
blanket risks instead chok-
ing the countries it once
protected.

The euro deprives the
struggling economies of the
short-term relief from a
weaker currency and the
ability to set sharply lower
interest rates for them-
selves. That leaves more
painful alternatives such as
big falls in real wages in
Spain and Ireland, or rely-
ing on Germany to help fi-
nance a regional economic
bailout—both of which
would pose huge political
challenges.

Euro-zone countries will
spend their way through
the downturn as best they
can. But their problems put
more pressure on the Euro-
pean Central Bank to use
the big lever it controls.
More-aggressive interest
rates are likely as inflation
threats wane. And that
could well mean a weaker
euro in 2009.
 —Matthew Curtin

Hedgefunds: theriskofsecondchances

Rally in bonds leaves banks on sideline

Tronox bankruptcy hints at credit-market thaw
Chemicals company
receives $125 million
to allow wind-down

There are no second acts
in American lives, wrote F.
Scott Fitzgerald. But that
was before hedge funds.

Geoff Grant, co-founder
of London-based hedge fund
Peloton, which blew up in
February 2008 after ill-
judged leveraged bets on
mortgage securities, has
raised around $100 million
for a new California-based
fund, Grant Capital Part-
ners.

That is great news for
other managers contemplat-
ing life after losing their cli-
ents’ money. But investors

who give managers second
chances are doing themselves
and the markets no favors.

The hedge-fund industry
is already rife with skewed
incentives. Mr. Grant’s new
investors are showing a
touching belief in his ability
to learn from past mistakes.
But they also are sending a
powerful message to other
struggling managers that it
may be OK to swing the bat
that little bit harder, to take
on a little bit more risk, be-
cause, if it all goes wrong,
you can start over.

That isn’t a healthy mes-

sage. Far from protecting
capital, the average fund
posted an 18% loss in 2008,
according to Hedge Fund Re-
search. As things stand,
hedge-fund managers that
perform well get to pocket
20% of the upside. But when
funds do badly, investors
bear 100% of the losses. For
investors, the only protec-
tion against reckless risk-
taking is the threat that
failed managers won’t man-
age money again. Take away
that sanction and investors
will get what they deserve.
 —Simon Nixon

By Jeffrey McCracken

And Paul Glader

Tronox Inc., an Oklahoma City
chemical company, filed for Chapter
11 bankruptcy protection in New York.

The 45-year-old company re-
ceived about $125 million in so-called
debtor-in-possession financing from
a group led by Credit Suisse. Those
funds will be used to help the com-
pany stay afloat long enough for an or-
derly wind-down of operations,
whether that is through the sale or clo-
sure of various assets, according to
people familiar with the matter.

The company had been on the mar-
ket for bankruptcy financing —often
called DIP financing—for several
months.

Since the summer, such lending
has largely dried up as part of an over-
all credit crunch. DIP financing is es-
sential to run a company and pay its
bills while it is reorganizing under
court protection from its creditors.

Now this market is opening up
as some bankruptcy loans, like that
of Tronox, are being assumed by
the company’s prebankruptcy lend-
ers. But their incentive isn’t to reha-
bilitate companies, but rather to
keep them afloat long enough to
find a buyer.

Lenders, whether banks, private-
equity funds or others, prefer to sell
off assets of a bankrupt company
while it is still operating.

Such loans, called “defensive

DIPs” or “DIPs of necessity” by bank-
ruptcy insiders, are often very short
term with restrictions or demands for
a quick auction process followed by
liquidation.

One recent example is electron-
ics retailer Circuit City, which filed
for bankruptcy protection in mid-
November.

The company said Friday it must
find a buyer by next week or it will be-
gin to liquidate its remaining stores.

“A few months ago you could not
find DIP financing at all. Or the lend-
ers were asking for such high prices
you knew they didn’t want to really
lend to you. Now there are some DIPs
getting done, but they are just doing
it as a bridge to liquidation,” said
Brett Barragate of law firm Jones Day.

Interest rates for bankruptcy fi-
nancing have spiked in recent
months, more than doubling from a
year ago. The average DIP loan in
2006 and 2007 was the London inter-
bank offered rate plus about 4% to
4.5%. Last year it jumped to Libor plus
6.1%, but rose higher throughout the
year.

The DIP for Tronox “will be right
in that range of 9% to 10%, plus up-
front fees, back-end fees and other
costs,” one person familiar with the
matter said before the filing. Fellow

chemicals maker LyondellBasell,
which filed for bankruptcy protection
early this month, is now paying the Li-
bor plus 10% for a term loan.

With annual sales around $1.4 bil-
lion, Tronox is one of the world’s larg-
est makers of a pigment used to
whiten everything from plastics and
paper to food and cosmetics. It has
three plants in the U.S., two in Europe
and one is Australia, employing about
2,000. The filing doesn’t cover opera-
tions outside the U.S.

The company has been struggling
for some time, as demand for its whit-
ener in the U.S. slowed over the past
two years. The whiteners are often
used in paint and plastics in new
home construction, which has slowed
significantly. It also had about $239
million in environmental liabilities at
the time of its spinoff from former par-
ent Kerr-McGee in March 2006.

Tronox lost $106.4 million in 2007
on sales of $1.4 billion. Its shares have
tumbled from about $8 a year ago to
around six cents.

The company’s liquidity has
been tight as well, and it recently

missed an interest payment on its
bonds. Company spokesman Robert
Gibney declined to comment prior
to the filing.

Tronox hired the law firm of Kirk-
land & Ellis LLP as bankruptcy coun-
sel several months ago. Rothschild
Inc. and Alvarez & Marsal were
brought in to advise the company on
financial and operational issues.

In years past, banks would have
been eager to offer DIP lending to a
company like Tronox. But the bank-
ruptcy-financing market remains
tight, in part because of a pullback by
General Electric Corp.’s GE Capital
unit, says Jones Day’s Mr. Barragate
and others. GE Capital fell to ninth in
such deals in 2008, compared to 5th
and 4th in previous years, according
to Dealogic.

“We’re working on deals. We ex-
pect to be active,” said Ned Reynolds,
a spokesman at GE Capital. “Frankly,
we expect to be the leader in DIP fi-
nancing in 2009.”

He said the underwriting ap-
proach is the same but the situation
companies are in is different.

Slump threatens euro

Source: Dealogic

RANKING

Bank  2008 2006

Deutsche Bank 1 7

Citi 2 1

Wells Fargo 3 5

Goldman Sachs 4 9

Credit Suisse 5 8

Morgan Stanley 6 3

BofA/Merrill 7 6

Barclays Capital 8 10

GE Capital Mkts 9 4

J.P. Morgan 10 2

Return to lender
Bank-participant rankings for 
debtor-in-possession and exit 
financing

By Michael Corkery

Somehomebuildersalreadystrug-
gling in the U.S. state of Florida’s dis-
mal housing market are facing an-
other headache: The Chinese-made
drywall they used is causing unpleas-
antodorsandpossiblyleadingtoelec-
tricproblems indozensof homes con-
structed during the housing boom.

A handful of builders and envi-
ronmental consultants are investi-

gating whether the drywall, a wide
flat board used to create interior
walls, is emitting sulfur-based
gases that may be corroding air-con-
ditioner coils, computer wiring and
metal picture frames.

Some homeowners are concerned
about possible respiratory problems,
but the Florida Department of Health
saystestsshowthatthelevelsofemis-
sionsfromthedrywallposeno“imme-
diate health threat.”

The affected homeowners also
worry that the drywall problems
will reduce their already decimated
property values and hamper their
ability to resell, even when the mar-
ket recovers.

LennarCorp.,thenation’ssecond-
largest builder by volume, has tested
air quality in at least 50 houses and
hasrelocated several homeowners in
order to rip out and replace the dry-
wall, a costly process. It is trying to

find less-intrusive ways to fix the
problem. Lennar is continuing tests
in a dozen of its Florida develop-
ments and has shared results with
the state health department.

“Our first concern is our home-
owners,” said Darin McMurray, the
builder’s southwest Florida division
president. “Lennar will continue to
stand by our homes and work
closely with homeowners to resolve
their concerns.”

Chinese-manufactured drywall is cited in Florida building woes

European bonds 
10-year benchmark
government yields 

Source: Thomson Reuters

France 3.462% 47.6 11.6 

Italy 4.354 136.8 36.0 

Portugal 4.046 106.0 28.6 

Spain 3.912 92.6 14.2 

U.K. 3.138 15.2  37.1 
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yield Monday
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agoCountry

Spread over
German bond

 in basis points
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U.K. outlook
slips as Brown
acts on jobless

INDEX TO BUSINESSES

Russia will restart flow of gas to EU
As price disputes
linger, possibility
of cut-offs remains

INDEX TO PEOPLE

By Joe Parkinson

LONDON—New surveys showed
the outlook for the U.K. economy is
deteriorating at a rapid pace, while
the government announced a two-
year, £500 million ($758.4 million)
package of measures to get the
long-term unemployed back to
work.

Retail sales posted their worst
December performance on record,
house prices continued to slide and
unemployment surged, separate
surveys showed.

The British Retail Consortium
said same-store retail sales
dropped 3.3% in December from a
year earlier, the worst Christmas-
season showing in the survey’s
14-year history.

The Royal Institute of Char-
tered Surveyors said housing mar-
ket activity slumped to a fresh low
in December.

In a third report, the British
Chambers of Commerce, a leading
U.K. business group, said its latest
quarterly economic survey of
6,000 businesses showed collaps-
ing confidence and new lows in the
outlooks for manufacturing and
services.

“Results in quarter four high-
light a frightening deterioration in
the U.K. economic situation—they
are the worst on record for both
manufacturing and services since
the survey was first published in
1989,” the group said.

Business leaders said they were
astonished by the pace of the down-
turn. “These are truly awful results
with the scale and speed of the eco-
nomic decline happening at an un-
precedented rate,” said David
Frost, director general of the BCC.

The BCC suggested sharply dete-
riorating economic activity will
see the Bank of England’s key inter-
est rate fall close to zero and will
likely see policy makers employ
quantitative easing—including
printing more money or buying up
commercial debt—to stimulate
growth.

In an effort to help the U.K. econ-
omy sidestep a major recession
and surging unemployment, BOE
rate-setters have cut rates by 3.5
percentage points since early Octo-
ber to 1.5%, the lowest level since
the central bank was founded in
1694.

Ross Walker, an economist at
the Royal Bank of Scotland, said
the “alarming” BCC survey showed
there were increasingly few rea-
sons to expect the economy to re-
bound in the near term.

“I’m starting to get very wor-
ried about the U.K. economy,” he
said. “Looking at prospects for the
near term, it is very difficult to see
what might drive a strong rebound
in growth.”

In its report on the retail sector,
British Retail Consortium Director
General Stephen Robertson de-
scribed the latest data as “truly
dreadful.”

Prime Minister Gordon Brown
met with business and labor lead-
ers in London Monday to discuss
ways to limit the rise in unemploy-
ment. Mr. Brown said companies
that hire people out of work for
more than six months would re-
ceive a £2,500 payment from the
government as part of the new jobs
package, the Associated Press re-
ported.
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Russia agreed to restart gas ex-
ports to the European Union via
Ukraine on Tuesday morning, poten-
tially ending supply cuts that have
stoked concerns over the Continent’s
energy security and left tens of thou-

sands of Europeans without central
heat in freezing temperatures.

Further stoppages are possible,
EU and Russian officials said, be-
cause disputes remain over which
side—Moscow or Kiev—should pro-
vide the gas volumes needed to
pump Russia’s exports to the EU, and
over what price Ukraine should pay
for its own gas imports from Russia.

“If there are not obstacles, sup-
plies will be restarted tomorrow” at
8 a.m. Brussels time, Alexander
Medvedev, deputy chief executive
of Russian gas monopoly OAO Gaz-
prom, told reporters in Brussels. It
would take a further 24 hours to 30
hours for the gas to reach the EU,
said EU energy commissioner An-

dris Piebalgs.
Monday’s apparent break-

through came when all three parties
signed, for the second time, an
agreement setting the terms of ref-
erence for teams of experts who will
monitor Ukraine’s gas-transit net-
work. Moscow had balked at the
deal on Sunday, when Kiev attached
a separate, unilateral declaration
that set out Ukraine’s own position.

European Commission President
José Manuel Barroso said on Monday
that there was “no excuse” for fur-
ther delays in resuming gas supplies.

The second winter gas stoppage
to the EU in three years triggered re-
newed demands for the 27-nation
bloc to reduce its dependence on
Russian gas. Despite a similar dis-
ruption in 2006, the EU has taken
few steps to become less reliant on
Russia. The EU gets about a quarter
of its natural gas from Russia,
though in some countries that fig-
ure rises to 100%.

An emergency meeting of EU en-
ergy ministers in Brussels on Mon-
day called for action to diversify sup-
ply routes and to build more inter-
connections between national gas
systems and more liquefied natural-
gas terminals. A follow-up meeting
is set for Feb. 19.

Bulgaria, the EU nation worst hit
by the weeklong gas cut-off, said it

had asked the bloc to consider pro-
viding Œ900 million ($1.2 billion) to
fund four gas-infrastructure
projects—interconnector pipes to
Romania and to Greece; more under-
ground gas storage; and an LNG ter-
minal. Bulgaria gets almost all of its
gas from Russia, via Ukraine.

At the meeting, Romania’s energy
minister called for accelerating the
Nabucco pipeline project, according
to an EU official. The pipeline would
bring gas from the Caspian Sea re-
gion, and perhaps from Iran and
Iraq, to the EU via Turkey, skirting
Russia. Nabucco, however, has been
slowed by uncertainty over whether
there will be sufficient gas to fill it.

Russia, which blames Ukraine
for the gas cut-off, has said the EU
should respond by supporting two
pipelines to bring Russian gas to Eu-
rope, via the Baltic Sea and the
Black Sea. These would circumvent
Ukraine, ending its lock on Russian
gas exports to the EU. Currently,
80% of Russian gas exports to the
EU pass through Ukraine.

Mr. Piebalgs said the new monitor-
ing mission would enable the EU for
the first time to determine whether
Moscow or Kiev is responsible should
supplies not flow. He also said that if
supplies are disrupted again, the EU
was ready to abandon its neutrality
in the dispute and assign blame.

Russian accusations that
Ukraine was stealing gas destined
for the EU triggered a total cut-off in
export flows last week. Ukraine de-
nied theft and said it was merely tak-
ing the “technical” gas needed to
pump Russia’s gas exports to the EU.
Ukraine is contracted to provide
that gas, but it argued that the tran-
sit contract was no longer valid af-
ter Russia cut gas exports to Ukraine
on Jan. 1, amid a pricing dispute.

It wasn’t clear Monday evening
whether, as Kiev said in Sunday’s dec-
laration, Ukraine would go on taking
technical gas once exports resume.
Russia promised Monday to take an
uncompromising line if that happens.

“Tomorrow, we must guarantee
that the amount of gas entering the
Ukraine is equal to the amount leav-
ing Ukraine. There must be no dis-
parity,” said Russian Deputy For-
eign Minister Alexander Grushko.

In Moscow, Sergey Markov, a law-
maker for Mr. Putin’s United Russia
party, said that by insisting that
Ukraine sign up to Russia’s terms of
reference for international moni-
tors, Moscow had shown the world
that it couldn’t be blackmailed. “It’s
the Putin principle,” he said in a
phone interview. “You’ll never
achieve anything by pressuring us.”

 —Andrew Osborn in Moscow
contributed to this article.
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difference after they have left office.
Making progress toward peace

in the Middle East was “unfinished
business ... which he thought he
would be able to round off,” says An-
thony Seldon, a biographer of Mr.
Blair and political historian. “But he
overestimated the ability of politi-
cal leaders out of office to effect
change.”

At the same time, Mr. Blair’s
name is being floated for bigger
jobs, such as the European Union’s
first president—a post that will be
created if the relevant treaty gets fi-
nal ratification.

Some have said Mr. Blair has
been overstretched, with many
other duties vying for his attention.
He spent the fall semester lecturing
at Yale University, makes regular
paid speeches to U.S. audiences,
runs two charitable foundations
and acts as a consultant to U.S. bank
J.P. Morgan Chase & Co. and Swiss
insurer Zurich Financial Services
Group. Mr. Blair’s spokesman says
his Middle East role takes up the
largest proportion of his time and
he remains “completely committed”
to it.

Mr. Blair’s appointment was con-
troversial from the start. Some Arab
leaders asked how a man who led
Britain into Afghanistan and Iraq,

and who hadn’t condemned Israel’s
bombing of Lebanon in 2006, could
gain trust in the region. The Rus-
sians had reservations about his
close relationship to the U.S.—a rela-

tionship that will be highlighted
Tuesday, when President George W.
Bush plans to award Mr. Blair the
Presidential Medal of Freedom in
thanks for his support of the U.S.

Mr. Blair’s performance has de-
pended to a large extent on events
beyond his control. Soon after the Is-
lamist group Hamas took control of
Gaza in June 2007, Israel launched a

blockade that crippled the territo-
ry’s economy. As the envoy of a
group whose members largely re-
fused to talk to Hamas, Mr. Blair also
had little power to negotiate. “The
job description arguably made the
job mission impossible, but he
signed up to it,” said Edward Davey,
a member of the U.K. Parliament
from the opposition Liberal Demo-
crat party.

A spokesman for Mr. Blair said
he has been active during the Gaza
conflict, speaking with “key interna-
tional actors” including Palestinian
Authority Prime Minister Salam
Fayyad, Palestinian President Mah-
moud Abbas and Israeli Prime Minis-
ter Ehud Olmert.

The spokesman said he has also
made progress on some key aims,
such as helping Palestinians take
over security from Israel in areas
around the West Bank town of Je-
nin, a shift that has improved access
to trade for people in the area.

Still, even those who believe Mr.
Blair has had some success say the
current conflict will be a setback. “A
lot of the good work that he man-
aged to do will be undone by this,”
said Martin Indyk, former U.S. am-
bassador to Israel and now director
at the Saban Center for Middle East
Policy at the Brookings Institution.

Continued from first page

Collateral damage: Gaza conflict hits Blair’s reputation

Mubarak’s plan for cease-fire in Gaza appears to stall

Prosecutors look into Santander’s losses tied to Madoff

Amid the Gaza conflict, Tony Blair, pictured Monday after meeting with Egyptian President Hosni Mubarak, hasn’t been seen
as a central player despite his role as Mideast envoy for the Quartet of the U.N., the EU, the U.S. and Russia.

FROM PAGE ONE

A
ss

oc
ia

te
d 

Pr
es

s

Mubarak’s cease-fire plan but
would continue discussions with
Cairo. Details of the plan haven’t
been released.

Israeli troops, meanwhile,
fought gun battles with militants
around the edge of Gaza City as the
air force continued to pound targets
in the Gaza Strip.

The Palestinian death toll has
climbed above 900, about half of
them civilians, according to Gaza
hospital workers. Israeli officials,
quoted on state radio, claimed 400
Hamas fighters had been killed. Is-
raeli casualties stand at 13, includ-
ing three civilians.

Israel launched the operation on
Dec. 27 in what it said was an effort

to force Hamas to stop rocket at-
tacks on cities in southern Israel
and destroy as much of the Islamic
militants’ fighting infrastructure as
possible.

Hamas is demanding an end to
the Israeli blockade of Gaza, which
has left 1.5 million residents with-
out water, food and electricity.

After saying on Sunday that Is-
rael was near its goals in the offen-
sive, Israeli Prime Minister Ehud
Olmert seemed to leave the door
open to both diplomacy and to esca-
lation on Monday.

“We are ready to finish every mo-
ment, and we are willing to fight all
the time, until we reach the goal of
bringing security to the southern Is-
rael residents,” he said during a

visit to Ashkelon, Israel, a coastal
city frequently targeted by Hamas
rockets. “How quickly that happens
depends on different factors.”

Two people were killed and ten
were injured in an Israeli air force at-
tack on Palestine Square in the cen-
ter of Gaza City. An Israeli military
spokesman said infantry, tanks and
artillery hit 25 targets in the Gaza
Strip on Monday, including rocket
launch areas and squads of Hamas
militants.

Israeli tanks and infantry have
been advancing toward Gaza City
from three directions at night, en-
gaging Hamas in fierce gun battles,
and withdrawing in the morning.

The military said 20 rockets
were fired at southern Israel, with

no one reported injured. One apart-
ment building was hit directly. The
daily number of missile attacks has
dropped substantially since the
first days of the war, prompting Is-
rael to reopen some schools within
rocket range.

The diplomatic wrangling in
Cairo is proving to be a major test
for Mr. Mubarak, 80 years old, who
has ruled Egypt for nearly 30 years.
He has held onto power by largely
dismissing calls for reform and
crushing opposition parties.

Resentment is growing in Egypt
and across the Arab world at Mr.
Mubarak’s decision to keep Egypt’s
only border crossing with Gaza
closed. That anger has ratcheted up
pressure on Mr. Mubarak to find a

diplomatic solution to the fight.
Analysts say Mr. Mubarak is try-

ing to preserve a legacy of Egypt as
a moderate, Western-leaning, Mid-
dle East powerhouse.

The war in Gaza threatens
Egypt’s standing as an Arab center
of influence. Across the Middle
East, crowds have protested Mr.
Mubarak’s decision to keep the
Rafah crossing closed to humanitar-
ian relief supplies.

Opening the border, however,
would be seen as bowing to Hamas,
which has roots in Egypt’s own radi-
cal Islamic opposition, the Muslim
Brotherhood. Such a move could
also help prop up Hamas’s rule inside
the territory, legitimizing it and pro-
viding it with an economic lifeline.

Continued from first page

how it had avoided much of the bank-
ing crisis by sticking to commercial
banking and shunning exotic finan-
cial instruments.

Investors in Latin America suf-
fered a large portion of the Madoff
losses, damaging the bank’s reputa-
tion in a region where it hopes to
generate much of its growth, says a
person familiar with the matter.

Another focus of the Spanish in-
vestigation is Andres Piedrahita, a
partner of the investment fund Fair-
field Greenwich Group. He is a Co-
lombian who lives in Madrid and
also funneled client money into the
Madoff funds. Mr. Piedrahita, who
also managed two other funds on
Santander’s behalf that also suf-
fered losses from Mr. Madoff’s al-
leged fraud, declined to comment.
Fairfield declined to comment, as
well.

Spain’s anticorruption prosecu-
tor will be looking closely at the rela-
tionship between Santander, Fair-
field Greenwich and the Madoff
funds, the prosecutor’s office said.
It also wants to know whether the

bank and Fairfield Greenwich knew
of any problems with Mr. Madoff’s
business before it collapsed.

A big focus of the investigation is
Santander’s Swiss-based hedge
fund, Optimal Investment Services
SA. Spain’s anticorruption prosecu-
tor wants to know whether man-
agers at Optimal knew of problems
at Mr. Madoff’s operations when it
marketed his funds to investors, a
spokesman for the prosecutor said.

One area investigators and inves-
tors said they are looking at is the
resignation of Manuel Echeverría,
who presided over the Optimal fund
while it built its relationship with
Mr. Madoff. He left the bank on June
30 after 19 years working there. Five
colleagues also quit at the same
time. Mr. Echeverría said his depar-
ture was unconnected to the immi-
nent losses at Optimal or the col-
lapse of Mr Madoff’s alleged
scheme five months later.

“This was totally unrelated to
this,” he said of the departures. “We
decided to leave for totally different
reasons.” Instead, he said, he left Op-
timal because of Santander’s efforts

to sell its entire asset management
business last year. The sale was
dropped after Santander failed to
find a buyer.

Mr Echeverría said that only one
of the 12 funds managed by Optimal
was exposed to Mr Madoff’s alleged
fraud. “I had built a business that
was very diversified,” Mr Echever-
ría said. “It wasn’t only a Madoff
business.”

Analysts and investors point out
that the fund concerned—Optimal
Strategic US Equity—accounted for
nearly 39% of Optimal’s total assets
under management, saying that was
an unusually large proportion.
Santander said that it commis-
sioned Mr Madoff’s firm to “execute
its investments within the frame-
work Optimal established for this
fund.” The bank declined to elabo-
rate.

Mr Echeverría and his five col-
leagues are now at a discreet
Geneva wealth-management com-
pany, Notz, Stucki, which also lost
several hundred million euros to the
alleged scheme. That, said Mr Echev-
erría, was evidence that he didn’t

know anything was amiss.
Investigators and investors

said they also want to know why
Emilio Botín, the chairman of
Santander, sent one of his chief
lieutenants to see Mr. Madoff in
New York just weeks before the
scheme collapsed. Rodrigo Eche-
nique, who has been close to Mr
Botín for many years, visited Mr.
Madoff in his New York office at
the end of November.

Investigators say they want to
know what prompted the high-level
visit and whether Santander was
aware of any problems at Mr. Mad-
off’s firm. Both Santander and Mr.
Echenique declined to comment on
the trip.

About 70% of the losses incurred
by Santander clients that invested
in the Optimal fund that was af-
fected were borne by investors in
Latin America, said a person famil-
iar with the matter. As many as
3,000 Latin American clients lost
money, with those in Mexico, Argen-
tina and Brazil taking the biggest
hits. Some had invested up to 80% of
their assets in the Optimal Strategic

fund, the person said.
If the incident damages the

bank’s reputation in Latin Amer-
ica, that could be a setback to the
bank’s plans to expand there. It is
already the region’s largest bank
and obtains 30% of its earnings
there.

Santander emerged from the fi-
nancial turmoil of 2008 relatively
unscathed, and even used the oppor-
tunity to buy distressed banks at
fire-sale prices.

Last July, Mr Botín shared the se-
cret of his success with 500 bankers
gathered in London for a gala award
dinner. “As you know, Santander is
one of the few banks to have success-
fully come through the financial tur-
bulence of last year, unaffected by
toxic financial instruments,” he said
in a video address recorded in
Santander’s headquarters outside
Madrid.

“If you don’t fully understand an
instrument, don’t buy it. If you
would not buy for yourself a specific
product, don’t try to sell it.”

Continued from first page
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Germany’s big spending plan
Stimulus measures
exceed $80 billion,
topping others’ levels

LEADING THE NEWS

Fiscal fillip
Extra spending and tax cuts planned by Europe's leading economies 
to fight the downturn

Sources: National governments and legislation 

Germany   Investments in roads, schools and
  broadband networks, cuts in income
  taxes and social-security levies 

Spain  Tax cuts and public works 

France  Accelerated investments in infrastructure 

U.K.  Cut in value-added tax, tax breaks for
  low-wage workers, debt guarantees for
  small firms, infrastructure investments 

Italy  Tax breaks for poorer households,
  postponed taxes for firms 

*Germany's total covers two stimulus packages from Nov. 2008 and Jan. 2009
†Converted to euros at current rate

Country Amount, in billions Main focus 

Œ62*

Œ38
Œ26

Œ23†

Œ5

By Marcus Walker

BERLIN—Germany has opted for
the largest fiscal stimulus package
in Europe—more than Œ60 billion
($80 billion) in extra spending and
tax cuts through 2010—after criti-
cizing other European countries for
their ballooning budget deficits and
“crass Keynesianism.”

Chancellor Angela Merkel’s rul-
ing coalition was expected to ap-
prove on Monday night about Œ50
billion in fiscal measures to support
the economy. The plan follows an
earlier stimulus package, approved
in November, that amounts to about
Œ12 billion. Critics said that wasn’t
enough, given the depth of the
downturn and Germany’s impor-
tance to the European economy.

Ms. Merkel’s conservative Chris-
tian Democrats and their left-lean-
ing partners, the Social Democrats,
were still arguing late Monday
over how to structure the planned
tax relief—a question that will de-
termine whose voters reap more of
the benefits.

The government also is discuss-
ing an additional Œ100 billion fund
of state loans or loan guarantees to
support companies that can’t raise
vital financing from the troubled
banking sector. Social Democrats
were resisting the conservatives’
proposal that some of the Œ100 bil-
lion fund could also be used, in an
emergency, to buy stakes in German
companies.

Much of Germany’s political
elite has performed an about-face
in the past month, dropping their
objections to large-scale deficit
spending—a response to interna-
tional pressure and signs that the
German economy, Europe’s biggest,
is in free fall. Ms. Merkel has de-
parted so far from her former free-
market principles, said the Social
Democrats’ General Secretary Hu-
bertus Heil, that her party is sway-
ing like “a drunk in a force-12 gale.”

Until early December, Ms. Mer-
kel and other German leaders re-
jected calls from the International
Monetary Fund, the Organization
for Economic Cooperation and De-
velopment and Germany’s partners
in the European Union for Berlin to
do more to support the region’s ail-
ing economy. Germany, the world’s
third-largest national economy,
had a roughly balanced budget in
2008, giving it more scope than
other countries to support growth
in the region through government
spending and tax cuts.

With this package, the govern-
ment still aims to stay within the
EU’s deficit rules, which cap budget
deficits at 3% of gross domestic
product. Whether they achieve that
depends on how deep the recession
is and how far tax revenues fall.

Ms. Merkel had criticized Eu-
rope’s “race to spend billions” and
had argued that fiscal discipline
should take priority. Finance Minis-
ter Peer Steinbrück lambasted the
U.K. in particular for its govern-
ment deficit, calling British Prime
Minister Gordon Brown’s tax cuts
“crass Keynesianism” and warning
that it would take the U.K. a genera-
tion to pay off the debts incurred.

The deteriorating fortunes of
German business in recent weeks
have prompted a U-turn. Collapsing
orders for Germany’s key exports,

such as cars and machinery,
threaten to trigger a wave of corpo-
rate failures and layoffs during
2009. Mr. Steinbrück last week even
joined the chorus of German politi-
cians proposing tax cuts to prop up
household spending.

Germany’s change of heart has
gone some way to appease neigh-
bors who think the country hasn’t
been pulling its weight. Late last
year, French President Nicolas
Sarkozy criticized the lack of action
in Berlin while Paris was drawing
up its own measures to jump-start
its economy. “France is working on
it, Germany is thinking about it,” he
said.

On Jan. 8, however, Mr. Sarkozy
noted that Germany is now going
further than other countries, includ-
ing its planned Œ100 billion rescue
fund for companies facing a credit
crunch. “Angela is working on it, I

will think about it,” Mr. Sarkozy
told a joint press conference with
the German chancellor.

How much good Germany’s new
activism will do is a subject of de-
bate. While politicians are selling
the expanded spending and tax cuts
as a way to prevent large-scale job
losses, economists say it’s too late
to stop a deep and painful reces-
sion.

Germany’s Œ2.5 trillion economy
will contract by about 1.5% this year
even with the stimulus package in
place, says Jürgen Michels, an econ-
omist at Citigroup in London. “With-
out the additional stimulus the fore-
cast would be even worse,” he says.
The core of the stimulus package is
higher state investment in roads,
schools and other infrastructure or
public services. Such investments
will mainly benefit the construction
industry, but they won’t substitute

for the exports that are drying up at
Germany’s high-tech manufactur-
ers, Mr. Michels says.

Public works take time to plan
and carry out—a drawback facing
proposed stimulus measures in the
U.S. and other countries, too. But

tax cuts for consumers have a
patchy record of stimulating eco-
nomic growth, in Europe as in the
U.S., say many economists: House-
holds tend to save much of a tax
windfall, or use it to pay down debts
or buy imported goods.
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Fairfax Station, Va.

O
N A RECENT weekday,
David Lereah sat in the
sunroom of his five-bed-
room colonial house in
Virginia. The only sound

was the yapping of his dog Maisy.
Once one of the world’s most-vis-

ible housing experts, Mr. Lereah is
disconnected from his old life. The
former chief economist for the Na-
tional Association of Realtors says
the U.S. group’s top executives
won’t return his phone calls. He
says he wasn’t invited to the associa-
tion’s 100th birthday bash last May.

Mr. Lereah, 55 years old, is one of
many prognosticators who won pro-
fessional accolades during the hous-
ing boom, only to see their reputa-
tions wither in the bust. Throughout
2005, when home prices in the U.S.
hit their fifth consecutive annual
record, Mr. Lereah was on television
so often his wife, Wendy, would
catch him by accident. He flew first-
class to meetings and speeches in
places like Hawaii and Aspen, Colo.,
staying in suites at expensive re-
sorts. His bosses at NAR, as the asso-
ciation is known, awarded him more
responsibility. That year, he pub-
lished his second book, “Are You
Missing the Real Estate Boom?”

Mr. Lereah continued to make
rosy statements amid growing signs
of a housing downturn—like this

declaration in January 2007: “It ap-
pears we have established a bot-
tom.” A few months later, NAR an-
nounced that existing-home sales
fell 2.6% in April from a month ear-
lier and 10.7% from a year earlier.

Some critics pummeled Mr.
Lereah for his optimism. Bloggers
nicknamed him “Baghdad Dave,” af-
ter the Iraqi information minister
Mohammed al-Sahaf, called “Bagh-
dad Bob,” known for his pro-Iraq
press briefings at the time of the
U.S. invasion.

Mr. Lereah, who says he left NAR
voluntarily, says he was pressured
by executives to issue optimistic
forecasts—then was left to shoulder
the blame when things went sour. “I
was there for seven years doing ev-
erything they wanted me to,” he
said, looking out his window to his
tree-filled yard in this Washington
suburb. Mr. Lereah now works at
home, trying to rebuild his career
and saddled with a sagging portfo-
lio of real-estate investments.

A spokesman for NAR says Mr.
Lereah used the same kind of fore-
casts in his book, which wasn’t an
NAR publication.

NAR, which represents half the
2.6 million licensed real-estate
agents in the U.S., has its critics. One
concern is that while the organiza-
tion collects and releases objective
data about home sales, it also pro-

vides commentary on those statis-
tics—and has a mission to advance
its members.

Lawrence Roberts, author of
“The Great Housing Bubble,” says
the U.S. Securities and Exchange
Commission should regulate NAR
the way it regulates financial advis-
ers. “Realtors are currently able to
make any statement they wish re-
garding the investment potential of
real estate, no matter how ridicu-
lous,” he says.

“Realtors are the most trusted re-
source for real estate information,”
says the NAR spokesman in an email,
adding that the group “has gathered
the most comprehensive data on
real estate in the world.” The spokes-
man says that during his tenure Mr.
Lereah was “solely responsible for
the content of NAR forecasts and
housing reports—both the data and
the interpretation.”

Among the who’s who of U.S. ex-
perts and policy wonks now accused
of irrational sunniness are former
Federal Reserve Chairman Alan
Greenspan and Robert Toll, chair-
man and CEO of Toll Brothers. But
Mr. Lereah has gotten more than his
share of the finger-pointing in part
because he was such a public face
during the housing boom.

Raised in the suburb of Long
Beach, N.Y., Mr. Lereah says he de-
cidedhewanted tobe aneconomistin
highschool.Hisfirstjobwasasaneco-
nomics professor at Rutgers, then at
the University of Virginia, and later
as a regulator and economist at the
Federal Deposit Insurance Corp.

Mr. Lereah says he was recruited
to NAR in 2000 with an offer in the

“healthy six figures.” During the
boom years, Mr. Lereah was eager to
profit himself. He snapped up con-
dos, including two in Washington in
2003 and 2004 and one each in
Tampa, Richmond, Va., Alexandria,
Va., andNaples,Fla. By 2006, he says,
he owned six condos worth between
$150,000 and $400,000 apiece.

In late 2005, the market began to
fall, and in the third quarter of 2006
existing-home sales sank 12.7% from
a year earlier. Mr. Lereah remained
publicly upbeat, saying the market is
“likely to pick up a bit” and arguing it
was experiencing a “soft landing.”

Soon, mainstream economists
and the press were calling him out. “I
thought it was criminal that he kept
saying we’d reached bottom,” says
Ivy Zelman, former housing-market
analyst at Credit Suisse and now
head of her own housing-sector re-
search firm. She says she dubbed Mr.
Lereah “Mr. Liar-eah.”

Mr. Lereah says he was starting to
worry about the housing market and
triedtotonedownhisoptimisticcom-
ments with phrases like “we also may
be seeing some fallout from a decline
insubprimelending.”Hesayshiscrit-
ics nevertheless “became vicious.”

Mr. Lereah admits to one mis-
take: believing there would be no na-
tional housing crash. “I have to take
the blame for that,” he says. “I never
thought it would be as bad as this.”

In April 2007, Mr. Lereah left
NAR, and after working about a year
on a start-up venture, took some
time off for a few months. He cruised
around on his 8.8-meter sport-fish-
ing boat and played golf at the coun-
try club. He eventually started con-
sulting on the real-estate market
again, this time to hedge funds and
Japanese companies.

Mr. Lereah now works at hom.
He has started his own company, Re-
econ Advisors, that puts out a
weekly newsletter on the housing
market and provides consulting ser-
vices. “I feel I have such a refreshing
view now because I’m not represent-
ing any interests,” says Mr. Lereah.

Biotech prospects look grim
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Dispatch / By Nancy Keates

Ex-Realtors official: Don’t blame the messenger

ON OTHER FRONTS

David Lereah, at a Realtors conference in Boston in 2006.

By Ron Winslow

A top biotechnology investor
conference opened Monday in San
Francisco amid perhaps the worst fi-
nancial crisis since the founding of
Genentech Inc. spawned the indus-
try more than 30 years ago.

Some 300 companies—most of
themsmall publiclytraded or closely
held biotech and specialty pharma-
ceutical companies—are attending
the 27th annual J.P. Morgan Health-
care conference to pitch their stories
to investors over four days. An atypi-
cally large number of the companies
are down to their last few months of
cash to develop therapies that are
still years away from potential mar-
ket approval.

Biotech firms typically rely on pa-
tient investors willing to put up large
sums to finance promising drugs
based on early data and high hopes
thatsomebets eventually will payoff.

But the global credit crunch and
an increasingly cautious Food and
Drug Administration have essen-
tially closed the capital markets to
all but a handful of companies.

“If people don’t want to buy
bondsinGeneralElectric,what’sgo-
ing to make them want to invest in
an early-stage biotech company?”
said Randy Scott, chairman of Ge-
nomic Health Inc., a maker of can-
cer diagnostic tests that isn’t seek-
ing new capital.

BIO, the Washington industry
trade group, says 180, or 45%, of the
370 publicly traded biotech compa-
nies are operating with less than a
year of cash; of those, 120 have less
than six months’ on hand. Nineteen
companies pulled initial public offer-
ings last year, and eight filed for
bankruptcy protection.

All of that suggests the mood of
the J.P. Morgan meeting will be “de-
cidedly negative,” said Joshua Bo-
ger, chairman of BIO’s board and
president and chief executive of
Vertex Pharmaceuticals Inc. “It’s
going to be near-term pain and,
for some companies, very high fi-
nancial stress.”

Big Pharma and other health-
care companies get podium time as
well, but the conference is histori-
cally a biotech showcase.
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The board at troubled Satyam
Computer Services Ltd., freshly ap-
pointed by the Indian government,
said it is looking for a new auditor.

The firm’s current auditors,
PricewaterhouseCoopers, have
worked with Satyam for about eight
years. A replacement firm is ex-
pected to be named in the next 48
hours, according to Satyam’s new
board.

In the wake of an accounting
scandal, Satyam needs to redo its
books going back years and appoint
new officers before it can move for-
ward, said newly appointed direc-
tor Deepak Parekh, who is also chair-
man of lender Housing Develop-
ment Finance Corp. Only after the
new board has confirmed the actual
state of finances, he added, will it be
able to decide whether the company
needs a bailout from private lend-
ers or the government.

“New independent accountants
that we appoint shortly will restate
the numbers and confirm the verac-
ity of those numbers,” Mr. Parekh
told a news conference in Hydera-
bad following the first meeting of
the government-appointed board.

PricewaterhouseCoopers de-
clined to comment Monday. Last
week, the firm defended its proce-
dures and said, “The audits were
conducted by Pricewaterhouse in ac-
cordance with applicable auditing
standards and were supported by
appropriate audit evidence.” It also
said last week it was cooperating
with regulators.

The Satyam scandal, one of In-
dia’s biggest, is raising questions
about how India’s other companies
are run, and how closely regulators

monitored them. On Monday, the
Confederation of Indian Industry,
an industry group, said it was set-
ting up a special task force to look at
corporate governance issues.

Last week Satyam’s founder and
chairman, B. Ramalinga Raju, re-
signed after admitting he had
fudged the books for several years,
including creating a fictitious cash
balance of more than $1 billion. He
and his brother, B. Rama Raju, the
company’s former managing direc-
tor, were jailed Friday, and Satyam’s
chief financial officer, Srinivas Vad-
lamani, was arrested over the week-
end.

Neither Mr. Vadlamani nor his
lawyer could be reached for com-
ment. Lawyers for the Rajus de-
clined to comment Monday.

The costs of the scandal are rip-
pling beyond the imprisonment of
top Satyam executives. Already, Sa-
tyam is facing class-action lawsuits
on behalf of investors that hold its
American depositary receipts. In-
vestors in Indian shares are pulling
out of companies in which they have
lost confidence.

On Monday, India’s benchmark
index, the Sensex, shed 3.2%. Mean-
while, Satyam’s shares soared
44.2% after the government-ap-
pointed board was named.

China’s auto-industry sales
grew at a slower pace in ’08
By Patricia Jiayi Ho

BEIJING—Sales growth in Chi-
na’s automobile industry slowed to
6.7% last year, ending at least five
years of double-digit growth, data
from a semiofficial industry group
showed Monday.

Passenger-vehicle sales rose
7.3% to 6.76 million units last year,
the China Association of Automo-
bile Manufacturers said.

Sales of commercial vehicles
rose 5.3% to 2.62 million units.

Following 21.8% growth in 2007,
last year started off with robust dou-
ble-digit monthly sales increases in
the first half.

But as the global economic slow-
down affected China, auto sales fell
11.6% in December to 741,600 units.
Passenger-vehicle sales fell 8% to
584,600 units for the month, while
sales of commercial vehicles
dropped 23% to 157,000 units.

General Motors Corp. posted a
7% decline to 445,709 units last year
at Shanghai General Motors Corp.,
its flagship passenger-vehicle joint
venture. GM sold also sold 40,709
units of the Chevrolet Spark hatch-

back through its 34%-owned joint
venture with Wuling Automobile
Co. and SAIC Motor Corp. And 1,556
vehicles made under the Opel brand
were imported to China.

Ford Motor Co. recorded a 5.9%
decline in 2008 sales at its passen-
ger-vehicle joint venture, Changan
Ford Mazda Automobile Co. Includ-
ing sales at its commercial-vehicle
joint venture with Jiangling Motors
Corp., Ford sold 306,306 units in
China last year.

Volkswagen AG retained its posi-
tion as the top-selling passenger-ve-
hicle maker in China last year, with
group sales up 12.5% at 1,024,008
units. Sales of Volkswagen-branded
vehicles rose 8.2% while sales of ve-
hicles under the Audi brand in-
creased 17.3%.

Toyota Motor Corp.’s sales in
China rose 17% last year to 585,000
units, while Honda Motor Co.’s
sales rose 11.7% to 473,297 units.

Hyundai Motor Co.’s sales rose
25% to 319,034 units last year, while
its 39%-owned affiliate Kia Motors
Corp. sold 151,063 units, up 36.6%.

Chery Automobile Co. sold
356,000 units last year, down 6.56%
from a year earlier.

Two Indian firms barred by World Bank
Wipro and Megasoft are on previously undisclosed list of banned suppliers, another blow for India’s outsourcers

Satyam shops for a new auditor

CORPORATE NEWS

In another sharp knock to In-
dia’s already-reeling technology in-
dustry, the World Bank disclosed it
had barred two more Indian out-
sourcing firms, Wipro Ltd. and Me-
gasoft Consultants Ltd., from doing
work with the bank’s headquar-
ters.

Just last month, the bank re-
vealed it had barred Satyam Com-
puter Services Ltd. for eight years.
The co-founder of Satyam, B. Ramal-
inga Raju, has since shocked the in-
dustry by admitting to cooking his
company's books by over $1 billion.

The World Bank said Wipro had
been banned in June 2007 for “pro-
viding improper benefits to bank
staff.” World Bank staffers said the
benefits included stock offered to
the bank’s former chief informa-
tion officer, Mohammed Muhsin,
who left the World Bank in 2005.
Bank officials said Satyam stock of-
fered to Mr. Muhsin was also at the
heart of the Satyam debarment.

Joshua Hochberg, an attorney
for Mr. Muhsin, said his client did
not determine which companies
were awarded contracts and the
World Bank didn’t find that Mr. Mu-
hsin “interfered with Bank con-
tracting.”

“Mr. Muhsin made all financial
disclosures required of him by the
Bank,” Mr. Hochberg said. “He paid
for all shares he purchased and re-
ported them in line with the Bank's
disclosure policy.”

In a statement, Wipro said its
representatives had offered the
World Bank, through the bank’s
chief information officer and staff,
shares in Wipro’s initial public of-
fering in 2000. The aggregate num-

ber of shares purchased was 1,750
for approximately $72,000 at the
IPO price, Wipro said.

Wipro said the stock was part of
what’s called a directed share pro-
gram, which allowed Wipro em-
ployees and clients to purchase its
American depositary shares,
which trade on U.S. exchanges.

Megasoft Consultants, a unit of
Megasoft Ltd., was banned in De-
cember 2007, the World Bank said,
for “participating in a joint ven-
ture with bank staff while also con-
ducting business with the bank.”
Bank officials said Mr. Muhsin was
not involved in that case.

Until this past weekend, the
World Bank didn’t routinely dis-
close the names of the companies
it debars for what it calls “direct”
contracts—that is contracts with
the World Bank itself. The secrecy,
the bank said, let it move more
quickly.

But after a Wall Street Journal
article that discussed that policy,
the World Bank released Sunday
the names of the three companies
that it has debarred for this type of

contracting. World Bank President
Robert Zoellick has made several
high-profile efforts to fight corrup-
tion and improve accountability at
the bank.

The World Bank had barred Say-
tam in September for eight years,
also for allegedly providing “im-
proper benefits to bank staff,” but
the bank didn’t announce that un-
til December.

Investors—their confidence in
the Indian tech industry already
rattled by Satyam—sold Wipro
shares, pushing them down 9.3%
Monday to 227.35 rupees ($4.73)
on the Bombay Stock Exchange. Me-
gasoft shares closed down 0.6% at
15.75 rupees. The barometer Bom-
bay Sensex index ended at 9110.05,
down 3.15%.

Some industry analysts said the
new announcement about Wipro
and Megasoft could complicate ef-
forts by the Indian tech industry to
get back on its feet in the wake of
the Satyam fraud. The stigma of a
World Bank ban may make custom-
ers more hesitant to sign con-
tracts, analysts said.

The Indian outsourcing indus-
try, a beacon for this country’s
economy and an employer of two
million people, had already been
hit by the global economic slow-
down before news of Satyam’s scan-
dal broke. Growth rates in revenue
and profit had shrunk to single-dig-
its from the 40%-plus heights they
had reached as late as 2007.

“There’s likely to be a slow-
down in the volume of business
flowing into India in the short term
as the perception is definitely go-
ing to turn negative in the wake of
today’s developments,” Harit
Shah, an analyst at Mumbai-based
Angel Broking, said Monday.

To be sure, India still holds sev-
eral competitive advantages as an
outsourcing destination over most
other countries, including low
wages and a much larger pool of
skilled engineers and program-
mers than competing locales like
the Philippines or Vietnam. “There
is no other alternative now,” said
Sudin Apte, an analyst at Forrester.

Investors will get fresh insight
into the state of the Indian tech in-

dustry from rival outsourcing firm
Infosys Technologies Ltd., which
is due to report its third-quarter re-
sults Tuesday.

According to a Dow Jones poll
of 12 analysts, Infosys is expected
to post a 6% rise in net profit to
15.24 billion rupees ($312.4 mil-
lion) from the previous quarter,
with revenue expected to rise 5% to
57.07 billion rupees ($1.17 billion).

Satyam’s competitors have
been in talks with the company’s
clients in an effort to lure them
away from the troubled company,
people familiar with the industry
say.

“Large and small clients alike
will look to other suppliers they al-
ready work with as an immediate
fallback position as the confusion
continues,” researcher Forrester
Research said in a report Thurs-
day.

“A lot of clients have expressed
solidarity and said they don't think
this will affect their business,” a Sa-
tyam spokeswoman said. “This is a
corporate thing. On the business
side, it’s business as usual.”

Satyam’s new three-member
board, appointed by the govern-
ment on Sunday, held its first meet-
ing Monday. Afterwards, the mem-
bers told reporters that the compa-
ny’s quarterly earnings announce-
ment will likely be delayed but
they declined to give a definitive
timeframe.

Satyam shares, which plunged
in the two trading sessions last
week after the fraud was disclosed,
rose 44% on Monday to 34.40 ru-
pees, partially recovering from the
tumble in a sign of support for the
government’s move to sack the old
board and install a new one.

 —Satish Sarangarajan and
Rumman Ahmed

contributed to this article.

By Eric Bellman in Hyderabad
and Jackie Range in New Delhi
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Medical journal criticized

Delay of U.S. digital TV
draws mixed reception
By Sam Schechner

And Vishesh Kumar

After years of preparation, a pro-
posed delay in the transition to digital
broadcasting in the U.S. could confuse
viewers, hit local TV stations with un-
expected costs and hamper electron-
ics retailers’ and cable companies’ ef-
fortstowinnewcustomers,someexec-
utives, trade groups and analysts say.

Others say a postponement is in
order. According to Nielsen Co., about
6.8% of TV households in December
were still unprepared for Feb. 17,
when television broadcasters must
shut off their old analog over-the-air
transmitters.

A$1.5billioncou-
pon program to help
viewers buy con-
verter boxes for
older sets is running
out of money. There
are now about 1.35
million people on a
waiting list for cou-
pons, leading con-
sumer advocates to
push for a delay un-
til Congress funds
more of them. Presi-
dent-elect Barack
Obama’s transition
team weighed in
Thursday, asking
Congress to con-
sider pushing back the deadline.

Some TV-station owners are
wary of any delay, even though they
stand to lose viewers, at least tempo-
rarily, when the transition takes
place. Along with retailers and cable
operators, they have invested
heavily in promoting the current
date and say there will always be
some viewers who are unprepared.

Another factor: the cost of oper-
ating and maintaining their old ana-
log transmitters alongside the new
digital ones, even as many stations
reel from a sharp downturn in adver-
tising. TV-station companies had ex-
pected the switch to shave about 1%
from station expenses, according to
Marci Ryvicker, an analyst at Wacho-
via Capital Markets.

Belo Corp., owner of 20 televi-
sion stations covering 14% of the
U.S. market, said Friday that it sup-
ports “swift action” to issue more
coupons but hopes “this can be ac-
complished without changing the
date.” Karole L. White, chief execu-
tive of the Michigan Association of
Broadcasters, said her group is lob-

bying Michigan’s congressional del-
egation to keep the Feb. 17 date
while moving quickly to allocate
more coupon money.

A delay also could mean lost sales
of digital TV sets and converter boxes
for electronics retailers, said Stacey
Widlitz, a retail research analyst at
Pali Capital. RadioShack Corp. said in
October that sales of the boxes had
contributedsignificantlytoitsresults
in the second and third quarters. The
ConsumerElectronicsAssociationop-
poses a delay, too, as does Customer
OperatingGroupsExecutiveVicePres-
ident Mike Vitelli of Best Buy Co. “I
think it’s going to create confusion,”

Mr. Vitelli said.
The major cable

and phone compa-
nies, for their part,
had hoped to pick up
customers wanting
to avoid the hassle of
buyingnewover-the-
airequipmentbyopt-
ing for a pay-TV ser-
vice. Comcast Corp.,
the country’s largest
cable operator by
subscribers, oper-
ates in regions with
the highest number
of customers who
haven’t registered
for converter cou-
pons, so it has a lot to

gain from the transition proceeding
quickly. A delay “could translate to a
higher ratio of new subscribers fore-
gone,” said Thomas Eagan, an analyst
at Collins Stewart. A spokeswoman
forComcastsaidthecompanycontin-
ues to monitor the situation.

Not all local broadcasters oppose
a delay. Perry Sook, chief executive
of Nexstar Broadcasting Group Inc.,
which owns or operates 50 medium-
market TV stations covering 8.2% of
the U.S. market, said he is in favor of
pushing back the switch. “The last
thing I want is customers of mine
that are unable to receive my signal
through some lack of government ac-
tion,” Mr. Sook said.

Owners of the four biggest na-
tional broadcast networks—Walt
Disney Co., CBS Corp, General Elec-
tric Co.’s NBC Universal and News
Corp.—also have suggested open-
ness to a delay, with NBC Universal
and Disney’s ABC offering explicit
statements of support. (News Corp.
owns The Wall Street Journal.)
 —Amy Schatz

contributed to this article.
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UNPREPARED 
HOUSEHOLDS

By Keith J. Winstein

A group that regulates medical
education reprimanded the New
England Journal of Medicine for fail-
ing to disclose two doctors’ financial
interest in the conclusions of a 2006
study on lung-cancer screening.

The Boston-based journal, which
publishes many of the most promi-
nent studies in medical research,
said it had already strengthened its
disclosure policies. In a letter to the
Accreditation Council for Continu-
ing Medical Education, which issued
the reprimand, the New England
Journal said it now discloses when
authors own pending patents and re-
ceive royalties related to technology
discussed in an article.

The matteris the latest in the con-
troversy over a 2006 New England

Journal article on whether to screen
smokers for lung cancer. Led by Cor-
nell University doctor Claudia Hen-
schke, thestudy suggestedthat regu-
lar screening with a computed to-
mography machine—akin to a 3-D
X-ray—could yield marked benefits.

At the time, the New England
Journal listed no conflicts of interest
alongside the article. But as reported
by The Wall Street Journal in 2007,
Dr. Henschke and a co-author receive
royalties from General Electric Co., a
big maker of computed tomography
machines, for a method of finding
cancers in scanned images.

Dr.Henschkehassaidsheinformed
the journal of the royalties, and said
the journal declined to print mention
of them originally. The New England
Journal corrected the paper in 2008,
adding mention of the royalties.
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BUSINESSES FOR SALE

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

Hampton Inn & Suites
Vernal, Utah-Permit Ready

Lowe's Anchored Retail Center
Riverton, Utah-Fully Entitled

Retail Strip Center
Avondale, Arizona-Fully Entitled

For All Details Contact:

TheMerrill Group of Companies
Owner/Developer
Richard H. Dooling
800-808-8559

rdooling@themerrillgroupco.com
www.themerrillgroupco.com

3 Development Opportunities
Partnership or Outright Sale

A growing privately held niche food company is
seeking individualwith strong sales and
administrative background to invest

and take on an active role in
management. Company has

adjusted trailing EBITDA's of over
$4 million and over $6 million

projected for 2009. Company has high market
presence and business model immune to economic

turns. Minimum investment is
$3-$5 million for equity per valuation.

food4school@gmail.com

Super Clean Public Shell Available

for Sale or Merger.

Fully Reporting & Trading on

OTCBB. $500K

robertstross@yahoo.com

Up to $1,500,000
PO Box 9006

Providence, RI 02940

RI Historic
Tax Credits

Successful technologist CEO, business builder
and turnaround specialist with UK & US private
and publ ic operational experience seeks
opportunity to manage a problematic
investment or build a business for planned exit.

Please contact:
enquiries@silvercloudcapital.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

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

www.copierinfo.biz

Geo. Barris E. Coast
Rep, 40 yrs in Business

Seeks Partner
Autoseum.org

Andy: 718-465-5999

Movie Car Builder

Seeking secure, short term,
high return investments
opportunities. Send

proposal and contact info to:
jacks@smartt.com

Private Financier

Adult Entertainment Business for Sale -
Las Vegas, Nevada

Includes all fixtures and equipment, high tech
lighting, large dance stages, private VIP lounges

and much more. Take over business for $5
Million and monthly lease payments.

adamblackinfo@gmail.com

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise
Emma Balogun
Advertising Sales Executive
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com
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Exxon is well-positioned for a deal
Restraint in the boom
means firm has cash,
others are desperate

CORPORATE NEWS

Note: Treasury shares only include those 
purchased since August 2000

Source: the company
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By Russell Gold

Exxon Mobil Corp. is riding high
above its peers, its coffers filled by
years of high oil prices. Now, energy
investors are wondering if Exxon is
ready to make a move.

The Texas oil behemoth is poised
to grow even bigger by acquiring a
rival energy company or entering a
partnership with an oil-rich nation
in need of capital, an array of indus-
try experts believe.

The last time oil prices plunged,
in the late 1990s, Exxon used a large
clutch of its own shares to purchase
rival Mobil Corp. Since that $75 bil-
lion deal closed in 1999, Exxon has
made no sizable acquisitions.

Now, despite the plunge in oil
prices and a global credit freeze,
Exxon is one of a very few compa-
nies with enough financial fire-
power to pull off a major deal.

“In our opinion, 2009 could be
Exxon Mobil’s year,” notes Neil Mc-
Mahon, a long-time oil analyst with
Sanford C. Bernstein & Co. The com-
pany “might be able to change the in-
dustry structure forever and gap
away from competitors.”

Exxon finds itself in such an envi-
able place because it never chased
oil’s recent bull run, though it
earned heavy criticism for its re-
straint. In the past two years, as oil
climbed near $150 a barrel, politi-
cians called for Exxon to spend
some of its riches ramping up pro-
duction to drive down prices. Other
oil companies grabbed expensive
new assets that now will be a drain
on operating income with oil selling
below $50 a barrel.

Exxon Chief Executive Rex Tiller-
son sat on the sidelines, saying he
thought oil prices were unrealisti-
cally high and would inevitably fall.

Since the beginning of 2000,
Exxon increased its cash on hand to
$36.7 billion at the end of Septem-
ber from $3 billion. It also began a
share buyback program. So far, it
has purchased 2.2 billion of its
shares, which are now worth $170
billion, about the market capitaliza-
tion of Microsoft Corp. or General
Electric Co.

Exxon is “sitting pretty,” says
Philip Verleger, an oil consultant
and professor at the University of
Calgary. “They have money and
[now] there are a lot of companies
that are desperate.”

The oil giant has remained mum
about future deals. “We monitor op-
portunities all the time,” Mr. Tiller-
son said last week when asked
about plans for its repurchased
shares. “If we think the value is
good, we certainly have the capabil-
ity and the wherewithal to do some-
thing. But if we’re not convinced the
value is good, then we don’t have to
do anything.”

Exxon’s strength comes not just
from its balance sheet, but from a
deep management bench with the
experience and talent to pull off a
major acquisition or investment, ob-
servers say.

Few in the industry expect Mr.
Tillerson to keep his powder dry for
long. “Having maintained discipline
during the boom years, just sitting
there during the down cycle will
frustrate his shareholders. He’ll be
considering action,” says Deutsche
Bank analyst Paul Sankey.

One of the many scenarios sug-
gested by observers is Exxon buying
Royal Dutch Shell, a move that
would give the Texas company ac-
cess to more oil reserves in West Af-
rica and would turn Exxon into an
uncontested giant in the fast-grow-
ing global gas trade. A Shell spokes-
man declined to comment.

Such a deal, however, would face
intense regulatory scrutiny around
the world. There’s also a potential fi-
nancial hurdle that even Exxon’s bal-
ance sheet can’t cure: The company
would likely have to issue tens of bil-
lions of dollars worth of new stock

to foreign shareholders to complete
the transaction. Many foreign insti-
tutional shareholders operate funds
that either limit or have no U.S. eq-
uity exposure, and would likely un-
load the shares. That could send Exx-
on’s own share price into a tailspin.

Another popular scenario is an
Exxon merger with BG Group PLC,
which has valuable acreage off Bra-
zil’s coast as well as substantial nat-
ural-gas assets. A BG spokesman de-
clined to comment.

As Exxon’s core strength is its ex-
pertise in giant oil and gas produc-
tion projects, it might also seek to ar-

range a partnership with a foreign
country that would welcome Exx-
on’s deep pockets.

In particular, analysts see a part-
nership with Brazil as a possibility.
Government controlled Petroleo
Brasileiro SA,has found several gi-
ant oil fields in the past year off the
coast near Rio de Janeiro. Estimates
to develop the resource reach as
high as $400 billion. Exxon, which is
drilling a high-profile well in the
area, could join with Petrobras to de-
velop the resource.
 —Neil King Jr.

contributed to this article.
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Bravado backfires in job searches
Desperate for work,
more applicants try
too hard to impress

By Sarah E. Needleman

Last summer, Lisa Harrell inter-
viewed a candidate for a director
job who offered a list of impressive
accomplishments. But during the
60-minute meeting, the Ivy League
candidate never paused long
enough for the recruiter to ask just
how he executed on them.

“In the end, he took a breath and
said, ‘After my first 90 days, what is
my next step?’ “ recalls Ms. Harrell,
vice president of human-capital devel-
opment at UnitedHealth Group Inc., a
large, publicly traded health com-
pany based in Minnetonka, Minn. His
bravado cost him the job, she says.

When it comes to self-promotion
in the workplace, hiring managers
say some professionals go too far
and block their path to the next
level. Call them the corporate
world’s American Idol wannabes.
Like many contestants on the real-
ity TV show who extoll the great-
ness of their singing abilities and
then end up sent home, corporate

idols sing praises about their abili-
ties without delivering tangible evi-
dence to back up the claims.

Recruiters and employers say
they’re seeing the behavior more fre-
quently in the current bad economy,
as some candidates try harder to im-
press them and workers go out of
their way to hang on to their jobs.

“A lot of people are selling them-
selves hard,” says Mark Angott,
president of Angott Search Group, a
recruiting firm in Rochester, Mich.
Many job hunters convince them-
selves that they’re qualified for posi-
tions that don’t match their back-
grounds out of desperation, he ex-
plains.

And like Americal Idol rejects, cor-
porate idols who indeed lack the
skills and knowledge they allege of-
ten handle criticism or rejection
poorly. “We’ve had guys use every ex-
pletive in the book,” says Dave
DeMink, an executive-search agent in
Roseville, Calif.

Even in the current recession,
some job hunters are unwilling to
bend. Brian Rhonemus, a managing
director at Angott Search Group, says
several former big-bank executives
recently refused to even consider job
opportunities at small community
banks and credit unions. “They
balked because they didn’t want to go

backward,” he says. “It’s amazing.
Some candidates just haven’t come to
terms with the current labor market.
They haven’t wrapped their arms
around reality yet.”

In robust economies, some corpo-
rate idols take their cockiness to ex-
treme levels by demanding above-
average salaries and other forms of
special treatment. Consider,
for example, the candidate
for a senior communications
job who told New York-based
recruiter Bill Heyman that he
would accept the role only if
he’d report to the large com-
pany’s chief executive of-
ficer. But the position re-
ported to the head of human
resources and Mr. Heyman
says he strongly urged this
person “to play by company
rules.” The candidate lost out on the
job, he says. An attempt by the candi-
date to backpedal afterward also
failed, he adds.

On the job, corporate idols often
spur resentment among their peers
as they flaunt their quest to safeguard
their employment or simply flatter
themselves. John LeBlanc, vice presi-
dent of product management at Jeffer-
son Wells International Inc., a profes-
sional-services firm, says he once
worked with a colleague at a former

employer who regularly puffed up his
job title when talking to clients. “This
same individual routinely would tell
anyone willing to listen how he was
doing the same work—and doing it
better—than his boss and his boss’s
boss,” says Mr. LeBlanc. “He showed a
great lack of self-awareness.”

What causes these unaware

workers’ heads to swell? According
to Brooks Holtom, an assistant man-
agement professor at Georgetown
University’s McDonough School of
Business, employees in some fields
like customer service and public re-
lations have` no solid way to mea-
sure their performance. By con-
trast, sales professionals in most
cases can add up the revenues they
generate and compare figures over
time. As a result, some people are
more susceptible than others to de-

veloping false impressions about
their level of success, he says.

To be sure, career experts say
that some self-promotion can be
helpful for moving up the corporate
ladder. “A lot of times, as long as ev-
erything’s working, managers have
a tendency not to think about how
much work went into the accom-
plishment,” says Jo-Ann Gastin, se-
nior vice president of human re-
sources at Lockton Companies LLC,
a large, privately held insurance bro-
kerage in Kansas City, Mo. “When an
employee does go above and be-

yond, they should make it
known to their supervi-
sor.”

Likewise, it can be advan-
tageous for job hunters to
engage in a little spin doctor-
ing to show recruiters
they’re confident in their
ability to handle a position,
say career experts. But to
avoid coming across as a cor-
porate idol, it’s also critical
to demonstrate modesty.

UnitedHealth Group’s Ms. Harrell
says she hired a director last year
who described himself as a techni-
cally competent leader and provided
two detailed examples to illustrate
his point. “He showed that he could
efficiently instill a vision and accom-
plish major tasks, and whether he
did them himself or through other
people,” explains Ms. Harrell. “He
talked about his team.” Giving credit
to others and showing his team men-
tality helped seal the offer.
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Bankruptcies loom among U.S. retailers

Alitalia flies into a new chapter
Despite partnership,
carrier still must face
low-cost challengers

Career Journal

By Jeffrey McCracken

And Vanessa O’Connell

Drained by the worst consumer-
spending slump in decades and bur-
dened by debt, U.S. retailers are ex-
pected to begin a wave of post-holi-
day bankruptcy filings, altering the
landscape at malls and on main
streets across the country.

Retailers are particularly vulnera-
ble in the current downturn after a
decade of buoyant consumer spend-
ing, which encouraged them to over-
expand and overborrow. Now, the
banks and private investors who fi-
nanced the boom are pulling back.

Several of the industry’s biggest
lenders, including General Electric
Co.’s GE Capital, CIT Group Inc. and
Wachovia Corp., are tightening
lending terms and reducing expo-
sure to retailers. Their tougher
terms are making it harder for retail-
ers to find capital to reorganize un-
der bankruptcy-court protection, as
they were able to do in the past,
meaning there are likely to be more
liquidations.

Circuit City Stores Inc., which
filed for Chapter 11 protection in No-
vember, warned Friday that it risked
liquidation if talks with two parties
about a possible sale or cash infu-
sion, weren’t successful. Earlier last
week, Goody’s Family Clothing Inc.,
Knoxville, Tenn., said it was liquidat-
ing its remaining 287 stores—just
three months after exiting bank-
ruptcy. Last Monday, Against All
Odds USA, a 64-store clothing chain
based in New Jersey, said it was enter-
ing Chapter 11 proceedings in hopes
of selling itself or reorganizing.

According to ratings company
Standard & Poor’s, nine U.S. retailers
and restaurants, including off-price
apparel chain Loehmann’s Holdings
Inc., drugstore operator Duane
Reade Holdings Inc. and jeweler Fin-
lay Enterprises Inc. are at signifi-
cant risk of default, with junk-bond
ratings of CCC, or “very weak.” A
year ago, S&P had six issuers on its
list, including three that eventually
filed for Chapter 11 protection: Lin-
ens ’N Things Inc., Vicorp Restau-
rants Inc. and Buffets Inc.

Along with Finlay, which oper-

ates Bailey Banks & Biddle jewelry
stores, bankruptcy experts think re-
gional department-store chains Bon-
Ton Stores Inc. and Gottschalks Inc.
and fashion-accessories retailer
Claire’s Stores Inc. may be under the
most stress. They base that assess-
ment in part on the trading level of
the companies’ bonds, which indi-
cate investors think they will recover
only cents on the dollar.

“A lot of retailers survived
through the holiday season because
they built up their inventories in the
summer before anyone, like their
vendors, knew it would be this bad.
But now you will see a lot of filings,”
said Michael Henkin, managing di-
rector and co-head of the restructur-
ing group at investment bank Jeffer-
ies & Co.

Loehmann’s, Duane Reade, Bon-
Ton Stores and Claire’s Stores, how-
ever, dismissed any suggestion they
might be at risk. Finlay and
Gottschalks didn’t respond to mes-
sages seeking comment.

“We have sufficient cash to sus-
tain our operations, and pay the inter-
est on [our] notes,” said Loehmann’s
President Robert Glass. “Our parent
has put money into the business.” Is-
tithmar, a Dubai investment fund
that bought Loehmann’s in 2006, de-
clined to comment.

A spokesman for Duane Reade,
which is owned by private-equity
firm Oak Hill Capital Partners, said
the chain is “a vibrant and viable re-
tail operation, and any suggestion to
the contrary is inaccurate.” The
spokesman also cited almost $70 mil-
lion in available borrowing under a
revolving credit agreement as of the
end of 2008. Duane Reade has no
debt coming due before the second
half of 2010, he added.

Finlay, whose bonds trade at
around six cents on the dollar, has
one of the highest debt-to-earnings
ratios in the retail industry, with
nearly 19 times as much debt as earn-
ings. In a Dec. 30 strongest-to-weak-
est ranking of 125 retailers and res-
taurants by Standard & Poor’s Rat-
ings Services, Finlay ranked last.

Finlay had a loss of $44 million
on sales of $555 million through
the first nine months if its fiscal

year. Comparable-store sales in
the November-to-December pe-
riod fell 20%.

Bud Bergren, president and chief
executive of Bon-Ton Stores, which
has 280 locations across the North-
east and Midwest, said, “When you
look at the facts, we don’t see our-
selves as a company at risk.”

“Obviously, the retail environ-
ment is very difficult right now, and
credit is very difficult right now. I
think the big plus that we have is that
we don’t have anything coming due,”
he said.

Bon-Ton Stores, whose December
sales were down 5.8% from a year ear-
lier, reported a loss of $82 million on
sales of $2.1 billion for the first three
quarters of its fiscal year.

In October, Moody’s Investors Ser-
vice placed the ratings of the compa-
ny’s already “junk” grade debt on re-
view for possible downgrade. Its
bonds trade at around 15 cents on the
dollar, a sharply discounted price
that indicates investors doubt the
company will be able to avoid default-
ing on its bills.

Gottschalks, a 58-store chain
based in Fresno, Calif., has been in
talks with Everbright Development
Overseas Ltd., a British Virgin Is-
lands-registered firm based in China,
and another party, seeking invest-

ment capital to help it avoid a possi-
ble bankruptcy filing.

In a Dec. 19 news release,
Gottschalks said a prior agreement
between Gottschalks and Everbright
was terminated. It noted that
Gottschalks was in new talks with
Everbright and another firm. In No-
vember, Gottschalks reached an
agreement with Everbright for an in-
vestment of as much as $30 million,
or a 75% stake in the retailer, but that
deal expired without being finalized.

Claire’s Stores, based in Pem-
broke Pines, Fla., has 3,074 stores in
North America and Europe. Moody’s
downgraded its debt twice in 2008,
pushing the company’s rating deeper
into what Moody’s analyst Maggie
Taylor calls the “deep junk” category.

Claire’s Stores spokesman
Steven S. Anreder said the retailer
“is comfortable with its financial
condition.” He said the company
“has an extremely flexible capital
structure, with no near-term debt
maturities and no financial cove-
nants, and had $194 million of cash
as of our last report.”

Claire’s Stores was the target of a
March 2007 leveraged buyout by
Apollo Management LP, leaving the
retailer with debt of around $2.5 bil-
lion, or roughly 10 times its annual
earnings.

Tooting a horn
Some executives strike the
wrong note when singing
their own praises > Page 28

Claire's, which operates this New York store, is among nine U.S. retailers that
Standard & Poor’s said are at significant risk of default on bonds.

By Lilly Vitorovich

LONDON—William Morrison
Supermarkets PLC said Monday
that it will create more than 5,000
jobs this year, increasing its work
force by about 4%, as part of the
U.K. supermarket chain’s store-ex-
pansion plan.

There should be no shortage of
applicants, given the growing num-
ber of people losing their jobs in
the U.K. as a result of the credit
crunch and economic downturn.

Morrison, one of the U.K.’s big-
gest grocers, operates 382 stores
across the country and has a work
force of 117,000 people. It said the
jobs will be created across the
board in a variety of positions,
such as its Market Street counters
selling fresh food. Morrison also
said it will train 18,000 employees
in the first year of a new training
program.

Grocers, discounters and on-
line players have fared better than
the retail industry as a whole dur-
ing the economic downturn, while
sellers of furniture, clothing and
electrical goods have been hit the
hardest.

Sofa retailer Land of Leather
PLC became the latest retail casu-
alty of the struggling economy
Monday, when it was placed in ad-
ministration. The company said it
had made every effort to reduce
costs and conserve cash, but was
hit by “lack of consumer spending
on bigger-ticket retail purchases.”

About 27,000 jobs were lost as a
result of the demise of general-mer-
chandise retailer Woolworths PLC
after its administrator failed to find
a buyer for the company. So far, 178
jobs have been lost at DVD, CD and
videogames retailer Zavvi U.K.,
which is also in administration.

Food, clothing and housewares
retailer Marks & Spencer Group
PLC last week said it was cutting
1,230 jobs and closing 27 stores as
part of its cost-cutting plans.

But not all retailers are feeling
the pain. No-frills general-merchan-
dise retailer Poundland PLC said
Monday that it will create more
than 1,000 jobs this year as a result
of the opening of 30 new stores.

Supermarket operator J Sains-
bury PLC last week indicated that
it will create as many as 4,000 jobs
this year as it posted a better-than-
expected 4.5% rise in sales at
stores open at least a year, exclud-
ing fuel, for the fiscal third quar-
ter ended Jan. 3, underpinned by
the company’s best Christmas re-
sults to date.

Tesco PLC is tol report its holi-
day sales Tuesday, and Morrison
is to report Jan. 22.
 —Hannah Benjamin

contributed to this article.
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By Stacy Meichtry

ROME—Alitalia SpA begins oper-
ating under new ownership Tues-
day but still faces the task of fight-
ing off low-cost rivals in its pivotal
domestic market.

Alitalia has undergone dramatic
change since it entered bankruptcy
protection in late August with more
thanŒ1.2 billion ($1.6billion) in debt.

The airline’s finances have been
cleaned up, thanks to a decree is-
sued by Prime Minister Silvio Berlus-
coni, allowing the state to cut thou-
sands of staff and shoulder most of
the airline’s crushing debt load.
That helped attract more than a
dozen Italian investors, who re-
cently bought some of Alitalia’s
planes and take-off and landing
slots to launch a new airline under
the same name.

Alitalia announced on Monday

that it had signed on to a partner-
ship with Air France-KLM. Under
the deal, Air France is expected to
pay about Œ323 million for a 25%
stake in Alitalia, the airlines said.
Air France will receive three out of a
total 19 seats on Alitalia’s board.

The new investors plan to rebuild
Alitalia on a daring premise: Alitalia
can reclaim the dominance it enjoyed
over Italy’s domestic flights before it
began to sputter in thelate 1990s.

As part of its restructuring, Alita-
lia has been merged with its biggest
domestic rival, Air One SpA, giving
it more than a 55% share of Italy’s in-
ternal flights, according to the air-
line. Lucrative domestic routes,
such as that between Rome and Mi-
lan, form a key part of Alitalia’s plan
to break even next year.

But maintaining that market
share could be difficult in today’s
crowded air-travel market, some an-
alysts say. Several low-cost carriers
have taken advantage of Alitalia’s de-
cline to establish strong footholds in
Italy. Ryanair Holdings PLC recently
announced plans to increase to
seven from four the number of air-
ports that serve as operational

bases in Italy. EasyJet PLC, another
low-cost carrier, began flying be-
tween Milan and Rome in November.

Alitalia’s domestic market share,
as measured by seat capacity,
dropped to 15% this month from
52% in January 2005, according to
Innovata Ltd., an Atlanta-based air-
line industry database firm.

Italy has been in recession since
the third quarter, making Italian fli-
ers more cost conscious. “Alitalia
and Air One have relied on the loy-
alty of the domestic Italian passen-
ger, to a large extent,” says Keith Mc-
Mullan, managing director of Lon-
don-based consulting firm Aviation
Economics Ltd. “That’s going to
come under pressure with a reces-
sion in Italy.”

Inadditiontothelow-costcarriers,
DeutscheLufthansaAGischallenging
Alitalia on its home turf. In coming
months, the German airline plans to
launchanItaliansubsidiary,Lufthansa
Italia,whichwilloperatesixplanesout
ofMilan’sMalpensaairport.Malpensa
isoneof several Italian airports where
Alitalia was forced to cut flights over
theyears to stem losses.

Alitalia expects to compete bet-

ter with its low-cost rivals, follow-
ing cost cuts resulting from its re-
structuring and its partnership with
Air France. Alitalia Chairman Rob-
erto Colaninno said at a news confer-
ence Monday that he expects Alita-
lia’s partnership with Air France to
generate Œ720 million in cost sav-
ings and improved revenue manage-
ment over the next three years.

The merger with Air One, mean-
while, has allowed Alitalia to replace
many of its older planes with Air
One’s newer, more fuel-efficient jets.
The airline also has made sharp re-
ductions in its staff. Alitalia’s had
more than 18,000 employees at the
end of August. The merged airline
has a combined staff of about 12,500.

Alitalia’s leaner operations mark
a strong departure from the air-
line’s past. Cabin crew that chose to
live in different cities from their
points of departure were routinely
ferried to work on Alitalia flights as
passengers. And in its heyday in the
1960s, some of Alitalia’s planes
boasted cabins lined with artwork
by futurist painters. Alitalia’s bank-
ruptcy administrator plans to sell
much of those pieces at auction.

Grocer Morrison
plans to create
over 5,000 jobs
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School of hard knocks for Edward Jones
Company still sells
investments old way:
going door-to-door

By Mary Pilon

Monett, Mo.

A
T LEAST three times a
week, Jim Haston puts
on a suit and tie and goes
door-to-door in this
town of 7,500. He’s pitch-

ing investments during the chilliest
of bear markets.

In the 13 months since he started
working the streets, Mr. Haston, 41
years old, has had dozens of doors
slammed in his face. He has climbed
a tree to rescue a stranded child. He
has walked through summer heat
and below-freezing winter weather.
He has also attracted $2.1 million in
new assets.

“I get nervous all the time,” says
Mr. Haston, a financial adviser for St.
Louis investment firm Edward Jones.
He sometimes breaks out in a sweat
in his gleaming green 2001 Chevy
pickup before he walks up to a house.

In the midst of the worst stock
market since the 1930s, Edward
Jones has been growing the old-fash-
ioned way: knocking on doors. The
company is unrivaled in that busi-
ness. Whereas other securities
firms are shrinking, its 12,000-bro-
ker force added 998 brokers last
year. It plans to add another 5,000
by 2012, according to Jim Weddle,
the firm’s chief executive.

In its school of hard knocks, Ed-
ward Jones puts all of it brokers
through a five-day training session
before sending them out on the
street. They are taught to hold a golf
ball in their hands so that knocks are
loud and knuckles don’t wear down.

Sixty percent of the people Ed-
ward Jones hires quit in the first six
months on the job, says Kevin Alm,
head of training. He started out as a
financial adviser in Minnesota one
winter several years ago. “People
are really nice to you when it’s that
cold out,” Mr. Alm says.

Mr. Weddle, the company’s man-
aging partner, still knocks on the oc-
casional door himself, and shadows
advisers. Many years ago, he was
chased by a bull while door-knocking
in Connersville, Ind. He found refuge
behind a tractor driven by a farmer.

While the rest of Wall Street was
transformed by everything from
low-cost trades to alternative in-
vestments, Edward Jones follows
much the same model it did when it
was founded in 1922. It features a
combination of high fees and rela-
tively conservative investments.

Jones brokers earn a salary dur-
ing their first four months when
studying for exams and in training.
After that, the base pay begins drop-
ping and is eventually replaced en-
tirely by commissions and bonuses.
The average salesperson, including
some women, earns $65,000 a year,
according to the firm.

This past fall, Edward Jones’s
management asked the company’s

brokers to personally call clients to
apologize for losses in their portfo-
lios. “Most people were really under-
standing,” says Josh DeTar, 32, a
new adviser in Joplin, Mo.

The firm has gotten in some regu-
latory trouble for its sales practices.
In 2004, Edward Jones paid $79 mil-
lion to customers as part of a regula-
tory settlement with the U.S. Securi-
ties and Exchange Commission in
which it neither admitted nor de-
nied wrongdoing. According to the
allegations, Jones had failed to tell
customers that mutual-fund compa-
nies were paying it to put customers
in certain funds.

Mr. DeTar checks in at least once
a month with all of his clients. He
reads obituaries in the local paper
and sends condolence cards.

Some of his contacts call to talk
about their market stress. “Right
now,” he says, “It’s almost more like
being a therapist.”

Most Edward Jones advisers

don’t have sales backgrounds. Their
ranks have included a rocket scien-
tist, a sandwich-shop supervisor
and a pro baseball player. Frank
Finnegan traded his Yankees pin-
stripes for a business suit in 1951.
He’s still with the firm.

During a recent training session,
65 advisers gathered in classrooms
and broke into groups of 12. Lessons
learned: Friends knock; solicitors
ring the bell. Dogs should be
greeted by extending a fist for the
dog to sniff rather than a flat hand.

“A flat hand is an invitation to be
bitten,” trainer Amber Raney told
the trainees, who wrote notes in
thick, three-ring binders.

“What about the talkers?” asked
a trainee, referring to loquacious
customers “Just keep slowly walk-
ing away,” Ms. Raney responded.
“Once you hit the sidewalk, you
should be fine.” It’s common wis-
dom at Edward Jones that streets
lined with “big trees, fat squirrels

and long cars” are often inhabited
by older folks thinking about retire-
ment, Ms. Raney said. Car seats and
swing sets can mean a market for
college savings plans.

Advisers take notes on tablet
PCs that they carry with them. Be-
fore they got the computers, they
carried books and were sometimes
mistaken for missionaries.

Mr. Haston, an Air Force veteran,
in his previous job worked in human
resources for Tyson Foods Inc. Dur-
ing his first year at Edward Jones,
Mr. Haston has rescued a dog from
goldfish ponds as well as the boy in
the tree. The owner of the dog be-
came his first customer. He says he
is “still working on closing the sale”
with the mother of the boy.

He tries to make a sale a day and
to talk to at least 25 people, the mini-
mum set by Edward Jones.It usually
takes weeks to close a deal.

Typically, he warms up by hit-
ting some local businesses. “I just
stopped putting into my 401(k),”
Steve Skaggs, the owner of a small
Bible store in downtown Monett,
told Mr. Haston on a crisp fall morn-
ing. “It feels like throwing money
into an open flame.” Mr. Haston
spent 20 minutes talking to Mr. Sk-
aggs and handed him an investing
brochure and jotted down his infor-
mation to follow up.

After the turndown, Mr. Haston
hoppedinhis truck andheadedout to
Honeysuckle Street, a country lane
with views of hay bales and tractors.

He spent nearly 20 minutes talk-
ing to a woman peeking out from be-
hinda screen door. He tried to sellher
on opening an Edward Jones account
and putting the money in a municipal
bond. She gave Mr. Haston her phone
number and said he was welcome to
call her again about the account. Mr.
Haston has phoned the woman twice
but still hasn’t made a sale.

Mr. Haston has continued to work
onthe religious-storeowner,too,vis-
iting Mr. Skaggs three times over the
two months. Still no sale. Mr. Haston
isn’t discouraged, saying it’s all part
of “establishing trust” with custom-
ers. “That means I’m about halfway
there,” Mr. Haston says.

Microsoft places a big bet on touch-screen technology

Call them corporate
world’s American Idol
wannabes. Page 28

Does anyone need
a wireless blender?
WSJ.com/Tech

A former Realtors economist, once one of
the world’s most-visible housing experts,
saw his reputation wither in bust. Page 30

Jim Haston, looking for investors in Missouri. He tries to talk to at least 25 people, the minimum set by Edward Jones.

By Nick Wingfield

While Apple Inc.’s iPhone kicked
off the craze for touch-sensing
screens on mobile phones, Mi-
crosoft Corp. is pushing a similar
technology for personal-computer
screens that could eventually re-
place the computer mouse.

N-trig Ltd., an Israeli start-up
that makes touch-sensing screen
hardware, announced that Mi-
crosoft is the largest investor in a
$24 million round of funding that
also includes several venture-capi-
tal firms. The Redmond, Wash., soft-
ware company is making the invest-
ment to help N-trig quickly adapt its

technology to work well with Win-
dows 7, the coming version of Mi-
crosoft’s dominant operating sys-
tem. It didn’t disclose the specific
size of Microsoft’s investment.

The agreement is part of a gam-
ble by Microsoft that consumers
will eventually prefer to control
their PCs with finger gestures,
rather than pointing and clicking
with a mouse. Microsoft is more
deeply integrating touch features
into Windows 7—due out in final
form sometime before January of
next year—than it has in any previ-
ous version of Windows. The com-
pany is now mobilizing software-ap-
plication makers, PC companies and

component suppliers like N-trig to
tool their products for Windows 7.
Microsoft unveiled a test version of
the operating system last week.

If the touch-sensing technology
catches on as it has in the cellphone
business, it could provide the first
meaningful change in how users in-
teract with PCs in decades.

Proponents of touch screens
hope users will find it more appeal-
ing to browse libraries of photos,
music and videos on their PCs by
swiping their fingers across their
computer screens, rather than do
those same tasks with a keyboard
and computer mouse. Touch
screens let users zoom in on maps

by pinching their fingers together,
and to pivot around a three-dimen-
sional map by sweeping their hands
across the screen.

Bill Veghte, senior vice president
for Microsoft’s Windows business,
sayssomelikelyapplicationsareined-
ucation, as well as for shared PCs in
placeslikethekitchen, where theycan
be used for things like recipes, online
traffic reports and directions. “It pro-
vides another natural way to interact
with the computer,” Mr.Veghte says.

He adds that touch screens aren’t
useful for all PC applications. Nor will
they likely ever replace keyboards,
which are more efficient for entering
text. But touch-screen advocates pre-

dictmiceandcomparablepointingde-
vices on notebooks will eventually
fade from popular use. “The mouse, I
think, is gone,” says Amichai Ben-
David, CEOofN-trig.“I don’tseea rea-
son to have one.”

Touch-screen technologies have
beenaroundfordecades,usedforpur-
poses like automated teller machines
and some mobilephones. Early imple-
mentationsofthetechnologywouldof-
ten require users to press hard on
screens that didn’t respond snappily
enough, limitations that have been
overcome in recent years.

N-Trig’s touch-screen technol-
ogy is used in notebook PCs from
Dell Inc. and Hewlett-Packard Co.
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Abbott Labs to buy eye-care company

Hyundai’s cuts hit home
Auto maker to slash
Korean output 25%,
after curbs elsewhere

Norsk Hydro CEO plans to leave

Alfa Laval AB

Swedish engineering company
Alfa Laval AB said Monday it will
cut about 1,000 jobs from its work
force of 12,000 during the first half
amid declining demand. Alfa Laval,
which makes products for heat
transfer, separation and fluid han-
dling, said order intake in the fourth
quarter fell 6% from a year earlier to
6.2 billion Swedish kronor ($779 mil-
lion). The decline was particularly
significant in Central and Eastern
Europe and in Asia, it said. However,
fourth-quarter sales rose 11% to a
record eight billion kronor, bringing
full-year sales to 27.8 billion kronor.
The job cuts are expected to cost
about 300 million kronor and save
about 400 million kronor annually,
Alfa Laval said. The restructuring
costs will be partly booked in the
fourth quarter. Shares in the com-
pany fell 1.1% in Stockholm.

By Evan Ramstad

SEOUL—Hyundai Motor Co. on
Monday confirmed that it will cut
first-quarter production by 25% to
30% at its South Korean factories,
which account for about half of its
total output.

The cutback amounts to the com-
pany’s biggest move so far to deal
with the current economic down-
turn. Hyundai, like other auto mak-
ers, has been hit hard by a drop in de-
mand for cars and trucks world-
wide, and has announced smaller ef-
forts to curb production at overseas
factories, including in India, the
Czech Republic and the U.S.

South Korea is Hyundai’s big-
gest market and operating base.
The auto maker has about 50% lo-

cal market share and its local facto-
ries export about two-thirds of
their production. In the first quar-
ter last year, the company pro-
duced about 450,000 vehicles at its
Korean factories.

Representatives of Hyundai’s
union leaked news of the decision late
Friday after a meeting with company
officials to discuss quarterly plans.

Unlike competitors such as Toy-
ota Motor Corp. and Honda Motor
Co. of Japan, Hyundai hasn’t an-
nounced a corporate-wide strategy
for coping with the slowdown.
South Korean financial-disclosure
rules give wide discretion to compa-
nies for announcing strategies that
in other countries are perceived to
influence stock values.

In recent weeks, Hyundai operat-
ing units in other countries an-
nounced smaller measures to re-
duce output. At the company’s fac-
tory in Chennai, India, the three-
shift, round-the-clock production
was cut to two shifts. In Novosice,
Czech Republic, production was cut
to four days from five. During the
fourth quarter, Hyundai halted pro-
duction for 11 days at its U.S. factory
in Montgomery, Ala.

The company also has an-
nounced a salary freeze for man-
agers in South Korea. Managers
have delayed decisions about 2009
capital-spending plans, citing the
uncertainty in demand for the year.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Hyundai cuts
A look at how Hyundai Motor is 
scaling back: 

n South Korea: Reduced production 
25-30% in the first quarter

n India: Three work shifts reduced 
to two

n Czech Republic: Five-day work 
week cut to four days

n Other: Salaries frozen for 
managers

 No decision yet on 2009 capital 
spending

—Compiled from staff
and wire service reports.

Renault SA

Car maker Dacia announced the
temporary closure of a Romanian
plant, just hours after it reopened fol-
lowing a monthlong production halt
blamed on the global economic cri-
sis. The French-Romanian company,
owned by Renault SA, said it would
stop building cars from Jan. 26 to
Feb. 8 because of tumbling sales, par-
ticularly in Romania. Dacia said car
production in Mioveni, once re-
sumed, will be at 80% of the level be-
fore the shutdown. Union leaders
said they will organize a protest Tues-
day to demand that car-industry jobs
are protected. Dacia employs about
14,000 workers. The company said
the economic crisis led to a 50% drop
in car sales in Romania in November
from a year earlier. Renault has in-
vested Œ1 billion ($1.34 billion) in Da-
cia since buying it in 1998.

By Jon Kamp

Abbott Laboratories agreed to
acquire Advanced Medical Optics
Inc. for $1.36 billion in a deal that
launches Abbott into the eye-
health market but also exposes it
to a business that has slumped
amid the current recession.

Abbott said it will pay $22 a
share for Advanced Medical, a big
premium to Friday’s closing price
of $8.85 but also a level at which
the stock was trading just four
months ago. It also will assume
$1.4 billion of Advanced Medical
debt.

In afternoon trading Monday on
the New York Stock Exchange, Ad-
vanced Medical shares were up
$12.70 to $21.55. The company’s
shares were on the rise leading up
to the deal’s announcement. Ab-
bott shares were down 78 cents to
$50.39.

Abbott is paying “a fair price
for what the acquisition brings to
us,” said John M. Capek, the compa-
ny’s executive vice president of
medical devices, in an interview.
The company, which is based in Ab-
bott Park, Ill., doesn’t expect the
deal to have any impact on its per-
share earnings this year but ex-
pects it will add to them next year.

Shares of Advanced Medical fell
nearly 90% in September and Octo-
ber as the market for laser-vision
correction, for which the company

is a leading equipment maker, was
battered by economic pressure. Ad-
vanced Medical, which has been re-
structuring to cut its costs, also is
recovering from a 2007 recall of
contact-lens solution.

But the company has a big busi-
ness in products for treating cata-
racts, a market that has been
fueled by an aging population in
many parts of the world. Overall,
Abbott sees Advanced Medical’s
sales steadily growing in the high-
single-digit-percentage range.

Abbott said 60% of people over
age 60 have cataracts and that the
number of people with the ailment
is expected to grow nearly 50% in
the next decade. The cataract busi-
ness accounts for half of Advanced
Medical’s revenue, and 70% of the
business’s sales are overseas.

Analysts asked Abbott execu-
tives Monday about its outlook for
the laser-vision, or Lasik, market,
in which lasers are used to correct
vision. The procedures are expen-
sive, and patients pay for them out
of pocket, making the market vul-
nerable to an economic slump.

Abbott said it sees an opportu-
nity for improvement because of
Advanced Medical’s strong posi-
tion in making Lasik equipment,
which includes an increasingly
used device that employs lasers,
rather than a blade, to cut a flap in
the cornea for surgery.

“Given their broad base of

equipment, they do stand to re-
bound considerably,” Mr. Capek
said.

Advanced Medical has had prob-
lems in other markets, however, es-
pecially in the one for solutions
that are used to clean, rinse and
store lenses. The company pulled
one of its best-selling solutions
from the market in mid-2007 after
health authorities found a link be-
tween the solution and a rare but
dangerous infection called Acan-
thamoeba keratitis.

The company quickly re-en-
tered the market with an older
product but has yet to regain the
market share it lost to competitors
such as Alcon Inc. One question
has been when it will roll out a next-
generation solution.

Mr. Capek said Abbott sees po-
tential for accelerating Advanced
Medical’s research-and-develop-
ment pipeline. “As part of our due
diligence, we went through a full
portfolio review,” he said.

The lens-solution recall came
right after Advanced Medical
made a play to purchase eye-care ri-
val Bausch & Lomb, which is now
owned by private holders. The fi-
nancial damage and stock selloff
triggered by the recall made the
Bausch deal tougher to pull off, and
Advanced Medical ultimately with-
drew the bid.
 —Mike Barris contributed

to this article.

By Elizabeth Cowley

OSLO—Norweigian aluminum
producer Norsk Hydro ASA said Mon-
day its chief executive will step down
March 30 to be succeeded by Svein Ri-
chard Brandtzaeg, executive vice
president for aluminum products.

“I have always considered seven
to eight years as an appropriate hori-
zon for my time as head of Hydro,”
said CEO Eivind Reiten. “This spring
will be my eighth year.”

Mr. Reiten earned full pension
rights when he turned 55 last year,
giving him the right to three years sal-
ary upon his resignation as CEO but

not extending beyond age 60, accord-
ing to Hydro’s latest annual report.

“That’s part of his leaving con-
tract,” Hydro spokeswoman Inger
Sethov said. “There’s absolutely no
drama about this.”

Gudmund Halle Isfeldt, an ana-
lyst at DnB NOR, said he expects Mr.
Reiten to reveal a “major restructur-
ing program” this month or at the
presentation of fourth-quarter
earnings at the latest, as the indus-
try responds to the global eco-
nomic slowdown.

Mr. Reiten steered Hydro through
its restructuring as a stand-alone alu-
minum and power company after it

sold its oil and gas assets to Statoil
ASA at the end of 2007. He has been
the subject of criticism in Norway
since allegations of corruption relat-
ing to Hydro’s old oil and gas opera-
tions were revealed just as Statoil
completed its acquisition.

Prior to his time at the head of
Hydro, Mr. Reiten served as Nor-
way’s oil and energy minister, fish-
eries minister and undersecretary
of the Finance Ministry. Norway di-
rectly owns just under 44% of
Norsk Hydro.

Mr. Brandtzaeg joined Hydro in
1985 and has held a number of leader-
ship positions in Norway and abroad.

Fiat SpA

Marketing chief resigns;
helped propel turnaround

Fiat SpA on Monday lost a key
player in its turnaround with the res-
ignation of Chief Marketing Officer
Luca De Meo, a pivotal figure behind
the introduction of the successful
Fiat 500. Mr. De Meo, 41 years old,
who was also chief executive of the
Alfa Romeo and Abarth brands, said
he “seeks new professional chal-
lenges.” He couldn’t be reached for
further comment. Fiat shares fell
3.5% in Milan. Mr. De Meo joined
Fiat in 2002 from Toyota Motor
Corp.’s European division, where he
oversaw the introduction of the
Yaris in Europe. At Fiat, he super-
vised the Fiat 500 project, among
others. The model, launched in July
2007, was a commercial success.
Mr. De Meo was promoted to the
newly created post of chief market-
ing officer in September 2007.

OAO Rosneft

OAO Rosneft said Monday that it
expects its crude-oil and gas-con-
densate output to increase 2% in
2009 from last year. Russia’s big-
gest oil producer said it expects out-
put of 112.3 million metric tons of
crude oil and gas condensate this
year, or 2.26 million barrels a day.
Last year, the company produced an
estimated 110.1 million tons. The in-
crease will come primarily through
plans to drill 704 new wells and the
launch of the Vankor field in East Si-
beria. The 2008 production repre-
sented 9% growth from the previous
year, less than the initial forecast of
11%, which was revised down in Sep-
tember after the company delayed
the Vankor launch by a year. Rosneft
was one of Russia’s few major oil
companies that managed to in-
crease oil production in 2008.

RWE AG

German utility RWE AG said Mon-
day it will buy Essent NV, the Nether-
lands’ largest power provider by cus-
tomers, in a deal valued at as much
as Œ8.24 billion ($11.07 billion). RWE
said it has agreed to take over every-
thing except Essent’s electricity-
and-gas distribution network and
its waste-management operations.
The deal calls for RWE to buy least
an 80% stake. If it acquires a 100%
stake the deal would have an enter-
prise value of Œ9.3 billion, including
Œ1.06 billion in net debt and “other
adjustments,” RWE said. It will fund
the deal with a Œ9 billion bank loan.
Essent’s labor council and Dutch reg-
ulators must approve the deal be-
fore it is finalized, said the Essen-
based RWE. Essent’s board has al-
ready said it supports the deal. Arn-
hem-based Essent has four million
customers in the Netherlands and
an extra one million in Germany.

Deutsche Lufthansa AG

Deutsche Lufthansa AG said
Monday that passenger traffic on its
flagship airline rose 1.2% in 2008, al-
though volume at its cargo division
fell 6%. Overall, the Lufthansa
group, which also includes Swiss In-
ternational Air Lines, carried 7.5 mil-
lion passengers last year, 12% more
than in 2007. The large jump was
mainly thanks to the acquisition of
the Swiss airline, Lufthansa said.
The flagship German passenger air-
line alone carried 57 million passen-
gers last year, up from 56.4 million
in 2007. However, Lufthansa’s load
factor—a measure of how full an air-
line’s planes are—dropped 1.1 per-
centage points to 78.6%. Scandina-
vian airline SAS AB posted a 13%
drop in December passenger traffic
and said it expected to cut capacity
further this year.

Vivendi SA

France-based entertainment and
telecommunications company Viv-
endi SA expects to write down the
value of its 20% stake in NBC Univer-
sal, a spokeswoman said Monday.
Vivendi is still in the process of car-
rying out an impairment test on the
stake and expects the write-down to
be lower than the Œ2.3 billion
($3.09 billion) gain the company
booked in the third quarter from the
creation of Activision Blizzard Inc.,
the spokeswoman said, confirming a
report in French financial weekly
Agefi. Meanwhile, the likelihood of
the emergence of a fresh rival to
France’s three main mobile-phone
operators—France Télécom SA, Viv-
endi and Bouygues SA—increased
Monday after French Prime Minister
François Fillon said the government
would designate a chunk of available
frequencies for a new entrant.
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Share-trading platforms headed for change
Clients expect drop
in activity to lead
to consolidation

Private-equity firms slow
on aims for transparency

www.efinancialnews.com

By Luke Jeffs

A lack of trading activity on
Europe’s fledgling share-trading plat-
forms could force consolidation this
year, according to their largest clients.

The world’s top banks have spent
tens of millions of dollars in recent
years developing new European plat-
forms, known as multilateral trading
facilities, or MTFs. But roughly two
months after the launch of the most
recent platforms, concern is grow-
ing that they won’t see out the year.

“It is almost impossible to see
any way forward that doesn’t lead to
consolidation, whether between an
exchange and an MTF or between
two exchanges,” said Eli Lederman,
chief executive of Turquoise, a sys-
tem backed by nine investment

banks. “If volumes go down, some
companies will go out of business; if
they are flat or up slightly, there will
be consolidation but [volumes] will
have to rocket to sustain everyone as
they are today.”

With banks fighting for their
lives, the need to shave a fraction of
a percentage point off trading costs
that motivated the drive for the
MTFs seems less pressing. There are
four live MTFs in Europe. Chi-X Eu-
rope Ltd. beat rivals to the punch by
going live in April 2007, Turquoise
was launched in late September of
last year, while launches by Nasdaq
OMX Europe and BATS Trading Inc.
came in late October.

However, some of their largest cli-
ents believe there won’t be enough
volume to go round. Ashok Krish-
nan, managing director of execution
services at Merrill Lynch, said: “The
consensus, formed in a high-volume,
high-velocity market, was that four
to six MTFs could survive, but in the
current environment that forecast
doesn’t ring true. The exchanges are
not going anywhere, while the feel-
ing now is that only two or three
MTFs will survive, unless their back-
ers have deep pockets.”

Chi-X last week was executing 9%
of the value of all European trading,
Turquoise had 5.3%, BATS had 0.9%
and Nasdaq OMX Europe, a unit of
Nasdaq OMX Group Inc., had 0.1%,
according to data from vendor
Fidessa. These compare with the

London Stock Exchange Group
PLC’s European market share of
20%, 15% at German exchange Deut-
sche Börse AG and 12.2% at NYSE
Euronext’s Paris-based Euronext.

Stéphane Loiseau, deputy global
head of execution services at Société
Générale, said: “It is going to be hard
for new MTFs to make an impact,
particularly in a low-volume market.
If market volumes are flat or down,
it does play into the hands of the in-
cumbent trading venues, whether
primary exchanges or MTFs.”

Bankers fear the slowdown in Eu-

ropean trading, which is already
down 40% over three months, accord-
ing to Thomson Reuters’ data, will be
compounded by the withdrawal of Eu-
ropean hedge funds, some of the
most-active equity traders.

Hedge funds generate about 30%
of orders on the LSE, Europe’s busi-
est market, while an analyst at one
U.S. investment bank estimated that
trading by hedge funds rose to 40%
in the boom times but that this fig-
ure is now set to fall “dramatically.”

This has already affected MTF
volumes. Trading on Chi-X fell 7% by
share volume and 17% by share value
in the last three months of last year,
having grown every previous quar-
ter since its launch.

Peter Randall, chief executive of
Chi-X Europe, said: “Like every other

market, there was less activity in the
fourth quarter of last year, mostly be-
cause the hedge funds and asset man-
agers were simply doing less busi-
ness, but what was pleasing was that
our market share remained strong.”

Randy Williams, a vice president
at BATS Trading, said that while “no
one knows what kind of volumes the
overall market will see this year,” his
firm plans “to do everything in our
power to make it worthwhile for par-
ticipants to trade over our highly effi-
cient, low-latency MTF platform.”

Some bankers are bullish, how-
ever, arguing that their need to pro-
vide the best execution to customers,
a legal requirement under the Euro-
pean Commission’s MiFID trading
rules, won’t go away even if volumes
do dry up, meaning the banks will
have to, at least, connect to these new
systems, something not all of them
have done. (MiFID, short for Markets
in Financial Instruments Directive,
made it easier for MTFs to set up in
competition with exchanges.)

The largest investment banks in
Europe already internalize as much
of their proprietary flow as they can
and as much of their client flow as
they are allowed, while using the
cheapest execution venues when
possible. But they are tied by their
MiFID best-execution obligations,
which dictate that they have to get
the best deal for clients rather than
the cheapest deal for them.

Charlotte Crosswell, chief execu-
tive of Nasdaq OMX Europe, is also
bullish. “It’s still early days, but we
have hit record trading volumes this
week,” she said. “We are ahead of
where we thought we’d be and on
track to hit a 5% market share before
the end of the year.”

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

The U.K. private-equity industry
fully complied with only about a
quarter the targets set out in guide-
lines last year to promote transpar-
ency and disclosure for the often
opaque industry, a review has
found.

The first report by the Guide-
lines Monitoring Group, established
to review the industry’s conformity
to David Walker’s guidelines on
transparency, said there has been a
“high level” of commitment to the
guidelines but “the nature of disclo-
sure varied significantly.” It said the
efforts made by the industry so far
were “encouraging, but improve-
ment in some areas is both possible
and necessary.”

Sir David, a former chairman of
Morgan Stanley International, was
appointed in February 2007 by the
British Private Equity and Venture
Capital Association to conduct a re-
view of transparency in the industry
following criticism from the media
and politicians over its high levels
of debt, aggressive restructuring
techniques and fears of a takeover
of a large British institution.

It isn’t clear what will happen to
the firms that don’t comply with the
guidelines.

Only three of Sir David’s recom-
mendations were fully met, the re-
port found: a description of a firm’s

U.K. portfolio companies, an indica-
tion of the firm’s leadership and the
identification of key performance in-
dicators for portfolio companies.

It also found that 10% of portfo-
lio companies didn’t say which pri-
vate-equity firm they were owned
by, 5% failed to provide information
on main trends or factors likely to af-
fect performance and 13% didn’t
give details on social issues.

Nearly a quarter of private-eq-
uity firms didn’t offer details of
their investors, such as giving a geo-
graphic breakdown and explaining
the type of investor. Half of the buy-
out firms hadn’t met the guidelines
by November, although all have said
they will take the necessary steps to
do so.

Seven of the portfolio companies
were found to have not complied to
a satisfactory extent, although they
weren’t named.

Responding to the report, Simon
Walker, the private-equity associa-
tion’s chief executive, said: “While
there have been instances where the
group has not been satisfied with
the initial actions undertaken by
some portfolio companies in certain
sectors, in every instance these mis-
takes have been acknowledged once
identified by the group and correc-
tive moves have been pledged or im-
plemented already.”

The association has 200 member
firms.

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
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Trichet sees global recovery
in 2010, urges ‘confidence’

A WSJ NEWS ROUNDUP

U.S. President George W. Bush de-
fended his record vigorously and at
times sentimentally Monday in a
farewell news conference. He stood
by his decisions on Iraq and the fi-
nancial bailout, while also admit-
ting some miscalculations.

He called Monday’s 46-minute
meeting with the press corps, in
which he took questions from more
than a dozen reporters, “the ulti-
mate exit interview.”

Mr. Bush showed anger at times
when presented with some of the
main criticisms of his time in office.

“I think it’s a good, strong
record,” he said. “You know, presi-
dents can try to avoid hard deci-
sions and therefore avoid contro-
versy. That’s just not my nature.”

Mr. Bush said he would leave
looming decisions about the Trea-
sury Department’s Troubled Asset
Relief Program to President-elect
Barack Obama.

Mr. Obama asked Mr. Bush to for-
mally request, on his behalf, that
Congress release the remaining
$350 billion in TARP funds, the
White House said Monday following
the news conference. (Please see ar-
ticle on page 9.)

As for his own presidency, Mr.
Bush said he realizes that some is-
sues, such as the prison for terror-
ism suspects at Guantanamo Bay,
Cuba, have created controversy at
home and around the world. But he
defended his actions after the
Sept. 11, 2001, terror attacks, in-
cluding approving tough interroga-
tion methods for terrorism sus-
pects and information-gathering
efforts at home in the name of pro-
tecting the country.

With the Iraq war in its sixth
year, he most aggressively defended
his decisions on that issue, which
will define his presidency like no
other. He said that “not finding
weapons of mass destruction was a
significant disappointment.” The ac-
cusation that Saddam Hussein had
and was pursuing weapons of mass
destruction was Mr. Bush’s main ini-
tial justification for going to war.

He also cited the abuses found to
have been committed by members

of the U.S. military at the Abu Gh-
raib prison in Iraq as “a huge disap-
pointment.”

And he admitted another miscal-
culation: Eager to report quick
progress after U.S. troops ousted
Hussein’s government, he declared
less than two months after the war
started that “in the battle of Iraq,
the United States and our allies have
prevailed,” a claim made under a
“Mission Accomplished” banner
that turned out to be wildly optimis-

tic. “Clearly, putting ‘Mission Ac-
complished’ on an aircraft carrier
was a mistake,” he said Monday. “It
sent the wrong message.”

He also defended his decision in
2007 to send an additional 30,000
American troops to Iraq to knock
down violence levels and stabilize
life there.

“The question is, in the long run,
will this democracy survive, and
that’s going to be a question for fu-
ture presidents,” he said.

On another issue destined to fig-
ure prominently in his legacy, Mr.
Bush said he has “thought long and
hard about Katrina—you know
could I have done something differ-
ently, like land Air Force One either
in New Orleans or Baton Rouge.”
Mr. Bush was criticized for flying
over the devastation wrought by
Hurricane Katrina in 2005, and
waiting until four days after it hit
to visit the scene.

But he also said he disagrees
with those who say the federal re-
sponse to the storm was slow.

He also defended his record on
Mideast peace.

A bruising offensive by Israel in
the Gaza Strip has dashed any
slight hopes for an accord soon
that produces a Palestinian state.
But Mr. Bush, asked why peace
hasn’t been achieved, said his ad-
ministration had made progress.
He said he had laid out the vision
for “what peace would look like”
and got all sides to agree on a two-
state solution to the long-running
Israeli-Palestinian dispute.

“It’s been a long time since
they’ve had peace in the Middle
East,” he said. “The challenge, of
course, has been to lay out the condi-
tions so that a peaceful state can
emerge.…Will this ever happen? I
think it will. And I know we’ve ad-
vanced the process.”

He gave his view of the most ur-
gent threat facing the incoming pres-
ident: an attack on the U.S. He chose
that risk over the dire economic
problems now facing the nation.

“I wish that I could report that’s
not the case, but there’s still an enemy
out there that would like to inflict
damage on America—on Americans.”

Bush defends his presidential decisions
At final news conference, U.S. leader admits miscalculations on Iraq, but says he has a ‘good, strong record’

By Nicolas Brulliard

JOHANNESBURG, South Af-
rica—A court decision paved the
way for new corruption proceed-
ings against African National Con-
gress leader Jacob Zuma, a develop-
ment unlikely to derail his candi-
dacy in national elections but likely
to rally groups challenging the rul-
ing party.

The Supreme Court of Appeal
Monday overturned a verdict by a
lower court that in September dis-
missed a corruption case against
Mr. Zuma on a technicality. Mr.
Zuma has denied the charges.

The African National Congress,
which led the fight against apart-
heid, has dominated every election
since 1994. Mr. Zuma, the party’s
president, retains the ANC’s support
and his left-leaning positions have
madehimhugely popularamong vot-
ers. He is the favorite in the coming
election, which by statute must be
held by mid-July, and is expected to
take place as early as March. In the
elections, South Africans vote for
members of parliament, who in turn
elect the president.

ANC officials didn’t express sur-
prise at Monday’s unanimous deci-
sion by a five-judge panel on the ap-
peals court. However, the verdict
poses another challenge for a party
facing its toughest election since
the end of apartheid in 1994. Al-
though the ANC is expected to win

handily, opposition groups could
make inroads into the ANC’s two-
thirds majority in the parliament.

The ANC is reeling from high-pro-
file defections, including former de-
fense minister Mosiuoa Lekota. Mr.
Lekota joined the Congress of the
People, a breakaway party formed
last month. The group ush-
ered in more political and
economicuncertaintyto Af-
rica’s largest economy.

In September, the lower
court tossed out the case
against Mr. Zuma, who ar-
gued that he hadn’t been
given a chance to a pretrial
hearing. The court wrote in
its ruling that it appeared
that Thabo Mbeki—Mr.
Zuma’s perennial political
rival and then-president of
South Africa—and his cabinet im-
properly tried to advance the case
against Mr. Zuma.

Within days of that decision,
Mr. Mbeki resigned and the ANC
named Kgalema Motlanthe to
serve as president until the 2009
elections. Mr. Zuma, a career politi-
cian, was ineligible to fill out Mr.
Mbeki’s term because he wasn’t a
member of parliament.

Monday’s ruling allows the
charges against Mr. Zuma to be re-
instated, according to Tlali Tlali,
spokesman for the National Prose-
cution Authority, South Africa’s
equivalent of the department or

ministry of justice. No trial date
has been set yet. The ANC, which
hasn’t indicated whether it will ap-
peal, said in a statement that it re-
serves the right to use all available
legal options.

As the ruling party, the ANC’s po-
litical optionsare extensive.They in-

clude exerting pressure to
drop the case against Mr.
Zuma, replacing the head of
the National Prosecution
Authority and amending
the constitution, said
Steven Friedman, a politi-
cal analyst at the University
of Johannesburg.

In a television address
Monday, Judge Louis
Harms, the appeal court’s
deputy president, criti-
cized the September ruling

for being based on incorrect legal
principles and overstepping the
court’s authority by making unwar-
ranted accusations against Mr.
Mbeki and his cabinet.

Mr. Zuma’s legal troubles date
back several years. In 2005, a busi-
nessman alleged to have made con-
tributions to Mr. Zuma, was con-
victed of corruption in an arms-pro-
curement scandal. At the time, Presi-
dent Mbeki dismissed Mr. Zuma as
deputy president.

Monday’s ruling comes after the
ANC this weekend unveiled its cam-
paign platform, which appears to re-
turn to the party’s populist roots.

South Africa verdict hits politics

U.S. President George W. Bush walks away after Monday’s news conference in the press room at the White House.

ECONOMY & POLITICS

Jacob Zuma

By Natasha Brereton

BASEL, Switzerland—European
Central Bank President Jean-Claude
Trichet said global economic condi-
tions are likely to recover substan-
tially in 2010 after weakening fur-
ther this year.

Mr. Trichet, after leading a meet-
ing on the global economy at the
Bank for International Settlements
Monday, said financial markets
aren’t yet fully pricing in supportive
action taken by governments and
central banks.

“If there is an overall sentiment
that the global economy will slow
down significantly in ’09, with the
industrialized economy having neg-
ative figures probably, it is also
noted that 2010 should be the year
of the recovery,” Mr. Trichet said.

Emerging-market economies are
slowing but remaining resilient as a
group and continuing to contribute
to global growth, he said.

The comments came as the Orga-
nization for Economic Cooperation
and Development said its leading in-
dicator for its 30 members fell again
in November. The indicators for each
of the world’s seven largest econo-
mies as well as nonmembers China,
India, Russia and Brazil also fell.

Attendees at the global economy
meeting in Basel felt moves by central

banks and governments to stabilize
the financial system “have proved effi-
cient to avoid a meltdown, and this
was progressively priced in by the fi-
nancial sphere, by financial institu-
tions and by markets,” Mr. Trichet
said. “But we were, in our opinion, far
from having markets fully pricing in
all those very important decisions
that have been taken.”

It remains crucial that confi-
dence is restored, Mr. Trichet said. “I
would say that all colleagues would
very much consider that in the
present situation, more than ever,
confidence is of the essence, that a
large part of the slowing down that
has been observed comes from the
confidence channel,” he said. “It is
important for all authorities, includ-
ing of course ourselves, to do what-
ever is appropriate to preserve confi-
dence, reinforce confidence and per-
mit the channel of confidence to
function positively again.”

Analysts expect the ECB, which
has lowered its key rate to 2.5%
from 4.25% since October, to lower
the rate to 2% at its meeting Thurs-
day. But policy makers have given
no clear signal about their decision,
and a number have expressed reluc-
tance to deliver more big cuts
quickly.
 —Paul Hannon

contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.57% 9 World -a % % 168.91 –2.08% –41.6% 5.73% 10 U.S. Select Dividend -b % % 555.95 –0.77% –31.3%

% Global Dow 1070.20 –0.15% –36.9% 1523.28 –0.93% –43.2% 4.59% 13 Infrastructure 1249.70 –0.20% –30.0% 1596.93 –0.99% –36.9%

4.79% 9 Stoxx 600 204.50 –1.58% –40.7% 203.94 –2.73% –46.8% 2.49% 6 Luxury 596.80 –0.51% –38.0% 678.12 –1.29% –44.1%

4.82% 9 Stoxx Large 200 223.00 –1.57% –40.6% 221.15 –2.71% –46.7% 2.73% 6 BRIC 50 247.40 –2.04% –54.4% 316.16 –2.81% –59.0%

4.66% 10 Stoxx Mid 200 174.60 –1.78% –40.6% 173.12 –2.93% –46.7% 3.67% 3 Africa 50 569.90 –0.60% –48.9% 484.83 –1.38% –54.0%

4.52% 10 Stoxx Small 200 106.50 –1.43% –42.4% 105.62 –2.58% –48.3% 6.98% 4 GCC % % 1240.89 –0.95% –57.7%

4.91% 8 Euro Stoxx 224.90 –1.44% –43.1% 224.28 –2.59% –49.0% 4.29% 9 Sustainability 676.60 –0.99% –36.5% 765.52 –1.79% –42.8%

4.91% 8 Euro Stoxx Large 200 242.50 –1.47% –43.6% 240.34 –2.62% –49.4% 2.86% 10 Islamic Market -a % % 1448.83 –2.25% –37.7%

4.87% 9 Euro Stoxx Mid 200 200.40 –1.29% –40.4% 198.49 –2.44% –46.6% 3.15% 10 Islamic Market 100 1497.30 –0.25% –25.3% 1717.14 –1.05% –32.7%

5.03% 11 Euro Stoxx Small 200 119.60 –1.32% –41.3% 118.38 –2.48% –47.3% 3.15% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1197.80 –0.68% –57.6% 1368.60 –1.84% –61.9% 2.76% 12 Wilshire 5000 % % 8896.27 –1.00% –37.3%

7.23% 7 Euro Stoxx Select Div 30 1376.60 –0.58% –55.4% 1578.94 –1.74% –60.0% % DJ-AIG Commodity 117.60 –2.47% –34.0% 114.00 –3.61% –40.8%

*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 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.4606 2.1681 1.3098 0.1815 0.0470 0.2087 0.0164 0.3746 1.9493 0.2616 1.2126 ...

 Canada 1.2045 1.7880 1.0801 0.1497 0.0387 0.1721 0.0135 0.3089 1.6075 0.2157 ... 0.8247

 Denmark 5.5841 8.2890 5.0074 0.6938 0.1795 0.7977 0.0626 1.4322 7.4525 ... 4.6360 3.8231

 Euro 0.7493 1.1122 0.6719 0.0931 0.0241 0.1070 0.0084 0.1922 ... 0.1342 0.6221 0.5130

 Israel 3.8990 5.7877 3.4964 0.4845 0.1253 0.5570 0.0437 ... 5.2036 0.6982 3.2370 2.6695

 Japan 89.2050 132.4159 79.9937 11.0837 2.8675 12.7438 ... 22.8789 119.0530 15.9750 74.0598 61.0742

 Norway 6.9999 10.3907 6.2771 0.8697 0.2250 ... 0.0785 1.7953 9.3421 1.2536 5.8115 4.7925

 Russia 31.1090 46.1782 27.8967 3.8653 ... 4.4442 0.3487 7.9787 41.5181 5.5710 25.8273 21.2988

 Sweden 8.0483 11.9469 7.2172 ... 0.2587 1.1498 0.0902 2.0642 10.7413 1.4413 6.6819 5.5103

 Switzerland 1.1152 1.6553 ... 0.1386 0.0358 0.1593 0.0125 0.2860 1.4883 0.1997 0.9258 0.7635

 U.K. 0.6737 ... 0.6041 0.0837 0.0217 0.0962 0.0076 0.1728 0.8991 0.1206 0.5593 0.4612

 U.S. ... 1.4844 0.8967 0.1242 0.0321 0.1429 0.0112 0.2565 1.3346 0.1791 0.8302 0.6846

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 380.75 –30.00 –7.30% 816.00 305.50
Soybeans (cents/bu.) CBOT 966.00 –70.00 –6.76 1,653.50 779.25
Wheat (cents/bu.) CBOT 569.50 –60.00 –9.53 1,275.00 471.00
Live cattle (cents/lb.) CME 82.900 –0.200 –0.24 117.650 80.600
Cocoa ($/ton) ICE-US 2,506 –79 –3.06 3,228 1,884
Coffee (cents/lb.) ICE-US 114.50 –2.40 –2.05 181.60 102.15
Sugar (cents/lb.) ICE-US 11.47 –0.58 –4.81 15.85 9.89
Cotton (cents/lb.) ICE-US 46.67 –2.65 –5.37 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,988.00 68 3.54% 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,775 –33 –1.83 1,861 992
Robusta coffee ($/ton) LIFFE 1,988 –24 –1.19 2,747 1,580

Copper (cents/lb.) COMEX 148.85 –7.10 –4.55 398.40 125.50
Gold ($/troy oz.) COMEX 821.00 –34.00 –3.98 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1075.00 –57.00 –5.04 2,122.50 8.50
Aluminum ($/ton) LME 1,512.50 –42.50 –2.73 3,340.00 1,463.50
Tin ($/ton) LME 11,500.00 225.00 2.00 25,450.00 9,750.00
Copper ($/ton) LME 3,209.50 –119.50 –3.59 8,811.00 2,815.00
Lead ($/ton) LME 1,140.00 –59.00 –4.92 3,460.00 870.00
Zinc ($/ton) LME 1,241.00 –4.00 –0.32 2,840.00 1,065.00
Nickel ($/ton) LME 10,300 –1,125 –9.85 33,600 9,000

Crude oil ($/bbl.) NYMEX 43.65 –2.42 –5.25 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4724 –0.0153 –1.03 4.3140 1.2136
RBOB gasoline ($/gal.) NYMEX 1.0841 –0.0271 –2.44 3.6000 0.8260
Natural gas ($/mmBtu) NYMEX 5.517 0.023 0.42 14.169 4.820
Brent crude ($/bbl.) ICE-EU 45.52 –1.72 –3.64 150.53 38.80
Gas oil ($/ton) ICE-EU 453.00 –7.25 –1.58 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 12
Per In

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

Argentina peso-a 4.6050 0.2172 3.4505 0.2898

Brazil real 3.1036 0.3222 2.3255 0.4300

Canada dollar 1.6075 0.6221 1.2045 0.8302
1-mo. forward 1.6084 0.6217 1.2051 0.8298

3-mos. forward 1.6085 0.6217 1.2052 0.8297
6-mos. forward 1.6075 0.6221 1.2045 0.8302

Chile peso 819.11 0.001221 613.75 0.001629
Colombia peso 2966.62 0.0003371 2222.85 0.0004499

Ecuador US dollar-f 1.3346 0.7493 1 1
Mexico peso-a 18.3665 0.0544 13.7618 0.0727

Peru sol 4.1940 0.2384 3.1425 0.3182
Uruguay peso-e 32.097 0.0312 24.050 0.0416

U.S. dollar 1.3346 0.7493 1 1
Venezuela bolivar 2.87 0.348944 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9493 0.5130 1.4606 0.6847
China yuan 9.1245 0.1096 6.8369 0.1463

Hong Kong dollar 10.3500 0.0966 7.7551 0.1289
India rupee 65.1485 0.0153 48.8150 0.0205

Indonesia rupiah 14764 0.0000677 11063 0.0000904
Japan yen 119.05 0.008400 89.21 0.011210

1-mo. forward 119.01 0.008402 89.18 0.011214
3-mos. forward 118.94 0.008408 89.12 0.011221

6-mos. forward 118.80 0.008417 89.02 0.011234
Malaysia ringgit-c 4.7665 0.2098 3.5715 0.2800

New Zealand dollar 2.3012 0.4345 1.7243 0.5800
Pakistan rupee 105.433 0.0095 79.000 0.0127

Philippines peso 63.073 0.0159 47.260 0.0212
Singapore dollar 1.9843 0.5040 1.4868 0.6726

South Korea won 1807.78 0.0005532 1354.55 0.0007383
Taiwan dollar 44.349 0.02255 33.230 0.03009
Thailand baht 46.631 0.02144 34.940 0.02862

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

Euro zone euro 1 1 0.7493 1.3346

1-mo. forward 1.0014 0.9986 0.7503 1.3328

3-mos. forward 1.0031 0.9969 0.7516 1.3305

6-mos. forward 1.0054 0.9947 0.7533 1.3275

Czech Rep. koruna-b 26.727 0.0374 20.027 0.0499

Denmark krone 7.4525 0.1342 5.5841 0.1791

Hungary forint 281.03 0.003558 210.57 0.004749

Norway krone 9.3421 0.1070 6.9999 0.1429

Poland zloty 4.0875 0.2446 3.0628 0.3265

Russia ruble-d 41.518 0.02409 31.109 0.03215

Sweden krona 10.7413 0.0931 8.0483 0.1242

Switzerland franc 1.4883 0.6719 1.1152 0.8967

1-mo. forward 1.4880 0.6720 1.1149 0.8969

3-mos. forward 1.4869 0.6726 1.1141 0.8976

6-mos. forward 1.4848 0.6735 1.1125 0.8988

Turkey lira 2.1252 0.4705 1.5924 0.6280

U.K. pound 0.8991 1.1122 0.6737 1.4844

1-mo. forward 0.9000 1.1111 0.6744 1.4829

3-mos. forward 0.9011 1.1098 0.6752 1.4812

6-mos. forward 0.9021 1.1085 0.6760 1.4794

MIDDLE EAST/AFRICA

Bahrain dinar 0.5031 1.9876 0.3770 2.6526

Egypt pound-a 7.3536 0.1360 5.5100 0.1815

Israel shekel 5.2036 0.1922 3.8990 0.2565

Jordan dinar 0.9462 1.0568 0.7090 1.4104

Kuwait dinar 0.3780 2.6453 0.2833 3.5305

Lebanon pound 2011.91 0.0004970 1507.50 0.0006634

Saudi Arabia riyal 5.0056 0.1998 3.7506 0.2666

South Africa rand 13.4564 0.0743 10.0828 0.0992

United Arab dirham 4.9022 0.2040 3.6732 0.2722

SDR -f 0.8771 1.1402 0.6572 1.5217

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 600 204.53 –3.29 –1.58% 3.9% –40.7%

 9 DJ Stoxx 50 2129.18 –29.77 –1.38 3.1% –39.8%

 8 Euro Zone DJ Euro Stoxx 224.92 –3.28 –1.44 0.9% –43.1%

 8 DJ Euro Stoxx 50 2451.87 –34.72 –1.40 …% –42.1%

 5 Austria ATX 1789.65 –25.60 –1.41 2.2% –56.8%

 7 Belgium Bel-20 1970.54 –3.41 –0.17 3.2% –50.9%

 7 Czech Republic PX 874.3 –2.4 –0.27 1.9% –47.1%

 10 Denmark OMX Copenhagen 249.60 –0.54 –0.22 10.3% –40.1%

 9 Finland OMX Helsinki 5575.77 –54.77 –0.97 3.2% –47.8%

 7 France CAC-40 3246.12 –53.38 –1.62 0.9% –39.9%

 10 Germany DAX 4719.62 –64.27 –1.34 –1.9% –39.0%

 … Hungary BUX 12515.56 –23.24 –0.19 2.2% –49.7%

 2 Ireland ISEQ 2641.48 –44.66 –1.66 12.7% –60.7%

 6 Italy S&P/MIB 19911 –182 –0.91 2.3% –47.0%

 5 Netherlands AEX 261.80 –4.38 –1.65 6.4% –46.0%

 6 Norway All-Shares 277.12 –8.17 –2.86 2.6% –46.1%

 17 Poland WIG 27364.53 –315.51 –1.14 0.5% –44.9%

 10 Portugal PSI 20 6529.68 –62.53 –0.95 3.0% –46.2%

 … Russia RTSI 629.49 –2.64 –0.4% –0.4% –73.1%

 8 Spain IBEX 35 9199.9 –178.6 –1.90 …% –36.3%

 15 Sweden OMX Stockholm 207.62 –4.66 –2.20 1.7% –36.3%

 12 Switzerland SMI 5591.79 –105.45 –1.85 1.0% –31.8%

 … Turkey ISE National 100 25708.56 –761.52 –2.88 –4.3% –50.1%

 9 U.K. FTSE 100 4426.19 –22.35 –0.50 –0.2% –28.8%

 9 ASIA-PACIFIC DJ Asia-Pacific 93.32 –0.41 –0.44 –0.3% –38.6%

 … Australia SPX/ASX 200 3683.3 –52.4 –1.40 –1.0% –38.4%

 … China CBN 600 15717.99 40.57 0.26% 6.5% –64.8%

 9 Hong Kong Hang Seng 13971.00 –406.44 –2.83 –2.9% –47.2%

 10 India Sensex 9110.05 –296.42 –3.15 –5.6% –56.0%

 … Japan Nikkei Stock Average 8836.80 Closed –0.3% –37.4%

 … Singapore Straits Times 1776.25 –29.77 –1.65 0.8% –44.8%

 11 South Korea Kospi 1156.75 –24.21 –2.05 2.9% –34.5%

 10 AMERICAS DJ Americas 219.76 –5.41 –2.40 –2.8% –39.2%

 … Brazil Bovespa 39404.04 –2178.90 –5.24 4.9% –36.6%

 12 Mexico IPC 21198.85 –542.44 –2.49 –5.3% –25.5%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 9, 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* 228.38 –1.65%–43.4% –43.4%

3.90% 11 World (Developed Markets) 922.63 –1.70%–41.9% –41.9%

3.50% 11 World ex-EMU 108.04 –1.54%–40.3% –40.3%

3.70% 11 World ex-UK 920.57 –1.76%–41.3% –41.3%

5.00% 9 EAFE 1,255.32 –1.23%–44.3% –44.3%

4.10% 8 Emerging Markets (EM) 571.25 –1.24%–54.1% –54.1%

5.60% 8 EUROPE 72.70 –0.52%–42.9% –42.9%

6.20% 7 EMU 141.45 –2.53%–49.4% –49.4%

5.60% 9 Europe ex-UK 79.67 –0.97%–42.9% –42.9%

7.80% 6 Europe Value 81.11 –0.40%–46.5% –46.5%

3.60% 11 Europe Growth 63.35 –0.64%–39.4% –39.4%

5.40% 7 Europe Small Cap 109.28 0.58%–49.2% –49.2%

4.50% 4 EM Europe 165.18 0.26%–65.7% –65.7%

5.70% 6 UK 1,319.93 –1.26%–31.3% –31.3%

5.60% 8 Nordic Countries 104.10 –0.25%–49.5% –49.5%

3.50% 3 Russia 418.63 –0.60%–72.1% –72.1%

4.50% 10 South Africa 593.93 0.89%–16.7% –16.7%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 247.43 –0.73%–53.3% –53.3%

2.80% 12 Japan 530.27 –0.65%–43.6% –43.6%

3.10% 10 China 40.04 –0.38%–53.1% –53.1%

1.80% 10 India 362.36 –1.96%–57.6% –57.6%

2.70% 9 Korea 325.51 –2.37%–37.0% –37.0%

8.50% 8 Taiwan 169.12 –1.19%–49.4% –49.4%

2.80% 15 US BROAD MARKET 970.24 –2.28%–39.2% –39.2%

2.20% 53 US Small Cap 1,215.86 –3.73%–38.7% –38.7%

4.00% 9 EM LATIN AMERICA 2,236.43 –1.78%–49.2% –49.2%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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I
F YOU WANT to know where
real power will reside in

Barack Obama’s Washington, con-
sider that his White House staff
will include these people:

A former Treasury secretary
and a former chairman of the
Federal Reserve (Lawrence Sum-
mers and Paul Volcker, respec-
tively); a man who once ran all
allied forces in Europe and an-
other who commanded all Ameri-
can forces in the Pacific (James
Jones and Dennis Blair); a
woman once in charge of the gov-
ernment’s chief environmental
agency and a man who spear-
headed Democrats’ return to
power in Congress (Carol
Browner and Rahm Emanuel).

There’s not a shrinking violet
in that bunch, and their presence
on President-elect Obama’s staff
tells you that power will tilt to-
ward the White House, not the
cabinet secretaries who tend to
get attention during a transition.

As that suggests, we may not
yet know the details of Mr.
Obama’s economic-stimulus plan
or his policy toward Iran, but we
have learned a lot during the
transition about the kind of pres-
ident he will be and the kind of
administration he will run.

The period has been instruc-
tive as much for what hasn’t
been said as for what has been
said. Little has been said about
“delegating power” or “cabinet
government,” phrases thrown
about in past transitions to sug-
gest decision-making would be
decentralized so the president
can save his time and brain cells
for just a few items.

Instead, it is clear that the
center of Barack Obama’s admin-
istration will be Barack Obama
himself. There will be more peo-
ple with big feet on his White
House staff than in an NBA
locker room.

B
EYOND THAT, he intends to
be not just commander in

chief but communicator in chief,
handling both the substantive
and the inspirational messages,
taking advantage of new commu-
nications technologies, and likely
mixing it up with the press more
than his predecessor did.

Internally, he will not be at
the end of an information pipe-
line but in the middle of an infor-
mation grid; his fight against
government lawyers and secu-
rity agencies to keep his own
BlackBerry for personal and pri-
vate messages is more than sym-
bolic. His vice president, Joe
Biden, will be neither the all-
powerful deputy that Dick
Cheney was for the current Presi-
dent Bush, nor the man with spe-
cific assignments, as Al Gore and
Dan Quayle were for President
Clinton and the first President
Bush. What role Mr. Biden actu-
ally will play is one of the great
unanswered questions.

There are, of course, other
things we don’t yet know about
how the 44th president will oper-
ate. We don’t know whether he
will tend toward consulting with,
or commanding, his party in Con-
gress. Was his failure to tell key
senators about his pending ap-
pointment of Leon Panetta to

run the Central Intelligence
Agency a slip-up or a calculated
move not to hear objections?
Nor do we know whether his pro-
fessed desire to work with Re-
publicans will be real and per-
sonal, or distant and pro forma.

The most certain aspect of
the administration-in-formation
is that its White House team will
have more high-profile players
than any ever assembled. That
means Mr. Obama is continuing,
and extending, a trend toward
concentrating power within the
White House—as opposed to cab-
inet agencies around Washington—
that has been taking shape for
more than half a century.

T
HE FIRST BIG STEP down
that path came under Frank-

lin Roosevelt, who leaned
heavily on a small group of per-
sonal advisers as he rammed
into place his New Deal pro-
grams and fought World War II.

The formalization of that ten-
dency began when the National
Security Act of 1947 created the
National Security Council. The
NSC began as a committee of
cabinet officers involved in na-
tional-security matters, but even-
tually it spawned a single na-
tional security adviser and a sig-
nificant staff, both working di-
rectly for the president.

In the Clinton years, a paral-
lel national economic adviser,
running a White House-based Na-
tional Economic Council, was
added. After the 9/11 terrorist at-
tacks, a White House-based direc-
tor of national intelligence was
created to oversee the intelli-
gence community and supplant
the director of the CIA as the
president’s main intelligence ad-
viser.

Now Mr. Obama has added a
White House energy and environ-
ment czar (Ms. Browner), cre-
ated a board to oversee eco-
nomic recovery (Mr. Volcker),
and named former Treasury offi-
cial Nancy Killefer a White House
“performance czar” with a man-
date to weed out ineffective pro-
grams across the government.

The advantage for Mr. Obama
is that a staff so populated with
experienced figures allows him
to exert more control over pol-
icy. There also are multiple risks:
A proliferation of bosses can
blur lines of command, and cabi-
net secretaries might resent in-
terference from the White House
(Hillary Clinton, perhaps?), pro-
ducing embarrassing power
struggles. Also, a White House
that seems to be calling the
shots can’t easily deflect blame
when things go badly.

The one thing Mr. Obama’s
team lacks is an obvious point-
player to make good on his
pledge to be bipartisan. His cabi-
net includes one real Republican,
Ray LaHood, a second-tier player
as transportation secretary; and
one nominal Republican, Robert
Gates at defense. Retired Gen.
Jones, the national security ad-
viser in waiting, has good ties to
Republicans, but there’s nobody
comparable on domestic policy.
Perhaps the new team needs one
more czar: a “bipartisanship
czar.”

By Damian Paletta

And Henry J. Pulizzi

WASHINGTON—A top economic
adviser to U.S. President-elect
Barack Obama told Congress Mon-
day that the incoming administra-
tion was requesting the final $350
billion from a financial rescue pack-
age because the need for the money
was “imminent and urgent.”

“We cannot afford to wait,”
Lawrence Summers, tapped as head
of Mr. Obama’s National Economic
Council, wrote in a three-page letter
to congressional leaders.

The letter came minutes after Mr.
Obama asked President George W.
Bush to formally request, on his be-
half, the rest of the money allocated
by Congress in October as part of the
Troubled Asset Relief Program.

The request will set off a chain re-
action of events. Congress has the
ability to block the money, and the
Obama administration has been
working hard to assuage lawmak-
ers’ concerns. Mr. Summers’s letter
is likely just one of several expected
this week between the Obama ad-
ministration and key lawmakers as
they negotiate how the government
should best manage any money tied
to future use of TARP.

Mr. Summers promised several
commitments to bring more trans-
parency to the program, trying to ad-
dress complaints from lawmakers
that the money hasn’t been used ef-
fectively. He didn’t lay out specifi-
cally how the money would be allo-
cated in each program.

Mr. Summers promised a “sweep-
ing effort to address the foreclosure
crisis,” which he said would reduce
mortgage payments for “responsi-
ble homeowners.” The administra-
tion is expected to back a proposal
that would let bankruptcy judges
modify the terms of mortgages in
foreclosure, though it is unclear how

TARP money might be involved in
that process. The letter did not, how-
ever, specify which mortgage-fore-
closure plan might be embraced.

Among other things, the letter
said Mr. Obama would change over-
sight and regulation of the financial
sector. “We will work with Congress
to strengthen oversight and move
quickly to reform a weak and out-
dated regulatory system to better pro-
tect consumers, investors and busi-
nesses,” Mr. Summers wrote. “And
we will operate as one government
with strong coordination among all
major financial regulators.”

The letter vowed tougher limits
on banks that receive government
money through the program. Mr.
Summers said the new administra-
tion would include “strict and sensi-
ble” conditions on chief executives
of companies that receive govern-
ment aid until taxpayers get their
money back. He also said banks
would be pushed to make sure re-
sources are used to increase lending.

Given bipartisan criticism of Trea-
sury’s handling of the TARP, the re-
quest for the funds will be controver-
sial. Senate Democrats said over the
weekend that they expect a commit-

ment in writing from Treasury Secre-
tary-designate Timothy Geithner de-
tailing how the money would be used,
placing strict conditions on the banks
that take part in the rescue plan.

Several Democrats in the Senate
have demanded that the remaining
TARP money be released only if
stronger limits and protections are
adopted. Congress can reject the ad-
ministration’s request for funds by
passing a resolution within 15 days.
That rejection could be vetoed by
the president, an outcome Mr.
Obama would like to avoid in his
first days in office.

House Financial Services Com-
mittee Chairman Barney Frank has
introduced legislation that would
place limits on how the Obama ad-
ministration uses the money.

The Obama administration ap-
peared cognizant of the tough sell it
might have with lawmakers.

“The President-elect is commit-
ted to working closely together with
the Congress on all aspects of our fi-
nancial recovery plan—both for fi-
nancial stability and for jobs and eco-
nomic growth—until we, together,
help our nation pass through this eco-
nomic storm,” Mr. Summers wrote.

Obama seeks TARP funds
Bush agrees to ask
Congress to release
final $350 billion

By Jon Hilsenrath

Ben Bernanke hasn’t spoken pub-
licly since the U.S. Federal Reserve’s
December decision to push its tar-
get interest rate to near zero and
use unconventional lending and as-
set-purchase programs to revive
the economy.

On Tuesday, the Fed chairman
was set to offer a detailed discus-
sion of the strategy in a speech at
the London School of Economics.
His task is to provide a sense of or-
der to central-bank policy at a time
when order has disappeared, in part
because of the Fed’s own ad hoc ap-
proach to the crisis.

Central bankers generally live in
a rules-bound world in which they
use a single lever—the short-term
interest rate—to keep inflation and
economic growth within narrow
boundaries. Mr. Bernanke is rewrit-
ing the rules. He will lay out how the
Fed got here and address some of
the issues the central bank will face.

One issue: With the interest rate
at zero and no longer an effective
signal of Fed policy, what should the
Fed target? Some officials think it
should set parameters for how

much cash it is pumping into the
banking system.

Mr. Bernanke isn’t crazy about
this approach. Pumping money into
the banking system—known in
some circles as quantitative easing—
doesn’t mean banks will lend it. He
would rather focus on the Fed’s new
lending and asset-purchase pro-
grams, such as its efforts to buy com-
mercial paper and mortgage-backed
securities. That is actual money
that helps bring down the cost of

borrowing in the real economy.
Minutes of the Fed’s December

meeting suggest a debate broke out
inside the central bank on the sub-
ject. Some more-hawkish regional
Fed bank presidents may want
clearly defined objectives for the
growth of the Fed’s balance-sheet
and money-pumping activities.

Another issue: What’s the exit
strategy? At some point, the Fed
will have to take all this easy money
away.

Bernanke to lay out policy steps
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Obama’s centralizing of power
offers hints of how he’ll operate
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ECONOMY & POLITICS

President-elect Barack Obama, right, and Treasury Secretary-designate Timothy
Geithner meet with members of the incoming administration’s economic team Jan. 5.
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By Michael M. Phillips

WASHINGTON—U.S. President-
elect Barack Obama is leaning to-
ward choosing Fred P. Hochberg, a
longtime advocate of small busi-
ness, to head the Export-Import
Bank, a Democratic source said.

Mr. Hochberg, dean of Milano
The New School for Management
and Urban Policy, would be Mr.
Obama’s first openly gay pick for a
senior position in his administra-
tion. Mr. Obama’s transition team is

still vetting him for the position.
Mr. Obama has been under pres-

sure from supporters in the gay com-
munity to appoint a gay person to
prominent post.

Ex-Im promotes sales of U.S. com-
mercial airliners, turbines and
other products to foreign markets,

Mr. Hochberg, 56 years old, was
in the direct-sales industry and
served in top positions at the Small
Business Administration during the
Clinton administration. He declined
to comment.

Hochberg likely Ex-Im Bank head
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.20 $25.94 –0.74 –2.77%
Alcoa AA 28.70 10.06 –0.75 –6.94%
AmExpress AXP 10.50 18.83 –0.40 –2.08%
BankAm BAC 111.30 11.43 –1.56 –12.01%
Boeing BA 4.50 43.74 –0.71 –1.60%
Caterpillar CAT 9.10 41.19 –2.01 –4.65%
Chevron CVX 12.10 70.82 –2.00 –2.75%
Citigroup C 283.00 5.60 –1.15 –17.04%
CocaCola KO 9.00 43.74 –0.86 –1.93%
Disney DIS 10.00 21.86 –0.45 –2.02%
DuPont DD 6.70 24.93 –0.48 –1.89%
ExxonMobil XOM 32.10 76.54 –1.03 –1.33%
GenElec GE 54.80 15.83 –0.17 –1.06%
GenMotor GM 13.40 4.15 0.12 2.98%
HewlettPk HPQ 13.60 36.98 –0.51 –1.36%
HomeDpt HD 21.30 22.97 –0.89 –3.73%
Intel INTC 53.00 13.79 –0.36 –2.54%
IBM IBM 7.10 85.71 1.01 1.19%
JPMorgChas JPM 54.20 24.91 –1.06 –4.08%
JohnsJohns JNJ 12.70 58.34 –0.71 –1.20%
KftFoods KFT 11.70 28.53 0.75 2.70%
McDonalds MCD 7.50 60.16 0.09 0.15%
Merck MRK 7.50 28.50 –0.23 –0.80%
Microsoft MSFT 43.30 19.47 –0.05 –0.26%
Pfizer PFE 29.90 17.36 –0.08 –0.46%
ProctGamb PG 9.80 59.94 0.08 0.13%
3M MMM 3.60 57.08 –0.66 –1.14%
UnitedTech UTX 4.00 52.36 –0.34 –0.65%
Verizon VZ 16.70 31.79 –0.37 –1.15%
WalMart WMT 17.00 51.39 –0.19 –0.37%

Dow Jones Industrial Average P/E: 18
LAST: 8474.05 t 125.13, or 1.46%

YEAR TO DATE: t 302.34, or 3.4%

OVER 52 WEEKS t 4,304.10, or 33.7%

 Note: Price-to-earnings ratios are for trailing 12 months
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Source: WSJ Market Data Group
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credit
markets &
dealmakers

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

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

UBS $264 14.0% 61% 4% 35% …%

Macquarie Group 175 9.3% 46% 2% 51% …%

Goldman Sachs 152 8.1% 68% 9% 22% 1%

JPMorgan 129 6.9% 73% 14% 11% 1%

Deutsche Bank 111 5.9% 60% 5% 26% 10%

Credit Suisse 100 5.3% 34% 6% 52% 9%

RBS 85 4.6% 45% 17% 11% 27%

Citi 72 3.8% 35% 23% 41% 1%

Merrill Lynch 71 3.8% 69% 14% 16% …%

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  "1,131" –247 "-1,139" "-1,958" UBS AG 208 4 –3 6

ArcelorMittal Fin "1,006" –93 –478 –384 Stora Enso  414 4 –100 –154

Lafarge 701 –53 –175 –308 Intesa Sanpaolo  82 5 –29 –36

Klepierre 909 –46 –94 –94 UniCredit  100 5 –24 –32

Contl AG "1,082" –41 –174 –256 Rep Irlnd 183 5 5 –20

Casino Guichard Perrachon 209 –40 –106 –158 RWE AG 71 6 –7 –18

Rallye "1,137" –34 –175 –164 Bca Monte dei Paschi di Siena  84 6 –26 –35

Kingfisher  440 –34 –98 –150 3i Gp  965 10 –57 –112

Reed Elsevier  230 –32 –85 –95 Hellenic Rep 222 12 –6 –17

PPR 522 –28 –106 –163 Thomson 1768 123 –315 –451

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $32.2 0.55 3.58% –84.2% –88.9%

Barclays U.K. Banks 22.9 1.85 3.13 –60.6 –69.5

Allianz SE Germany Full Line Insurance 44.1 73.00 3.11 –49.1 –44.1

HSBC Hldgs U.K. Banks 114.0 6.39 1.63 –21.2 –33.5

GlaxoSmithKline U.K. Pharmaceuticals 110.7 13.05 1.24 –3.6 –11.0

UBS Switzerland Banks $41.6 15.84 –6.16% –64.1 –73.4

Banco Bilbao Vizcaya Spain Banks 41.8 8.36 –4.35 –45.3 –45.6

ABB Switzerland Industrial Machinery 31.7 15.21 –4.04 –46.5 9.0

Tesco U.K. Food Rtlrs & Wholesalers 40.8 3.50 –3.53 –16.6 10.2

ArcelorMittal Luxembourg Iron & Steel 37.5 19.41 –3.46 –58.1 ...

...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

ING Groep 23.8 8.58 0.94% –67.3% –70.4%
Netherlands (Life Insurance)
Diageo 38.3 9.35 0.92 –9.1 11.9
U.K. (Distillers & Vintners)
Intesa Sanpaolo 42.0 2.65 0.86 –49.9 –42.0
Italy (Banks)
Soc. Generale 28.1 36.29 0.79 –60.5 –63.4
France (Banks)
Deutsche Bk 18.7 24.50 0.78 –71.1 –71.5
Germany (Banks)
Vodafone Grp 119.5 1.38 0.55 –24.4 9.9
U.K. (Mobile Telecom)
Astrazeneca 59.5 27.59 0.55 19.5 –2.2
U.K. (Pharmaceuticals)
BNP Paribas 41.6 34.16 0.28 –53.7 –51.9
France (Banks)
Assicurazioni Genli 35.3 18.76 0.05 –40.3 –27.7
Italy (Full Line Insurance)
Nestle 138.6 40.38 ... –17.9 2.1
Switzerland (Food Products)
Bayer 44.9 44.01 –0.25 –30.9 23.7
Germany (Specialty Chemicals)
Sanofi-Aventis 82.8 47.16 –0.37 –27.7 –39.2
France (Pharmaceuticals)
British Amer Tob 55.4 18.44 –0.43 –5.2 47.4
U.K. (Tobacco)
UniCredit 32.2 1.81 –0.50 –68.3 –69.2
Italy (Banks)
Novartis 126.7 53.50 –0.56 –15.4 –25.0
Switzerland (Pharmaceuticals)
BASF 31.4 25.57 –0.58 –48.6 –19.5
Germany (Commodity Chemicals)
E.ON 74.1 27.75 –0.89 –42.6 –5.1
Germany (Multiutilities)
Telefonica 99.6 15.85 –0.94 –28.8 23.2
Spain (Fixed Line Telecom)
Daimler 34.7 26.93 –1.12 –54.0 –40.3
Germany (Automobiles)
AXA 42.5 15.25 –1.20 –42.6 –43.0
France (Full Line Insurance)

Total 125.0 39.49 –1.23% –31.1% –28.4%
France (Integrated Oil & Gas)
GDF Suez 95.8 32.75 –1.37 –18.3 26.1
France (Multiutilities)
Deutsche Telekom 61.3 10.54 –1.40 –30.7 –22.9
Germany (Mobile Telecom)
Rio Tinto 23.9 16.07 –1.41 –68.9 –42.6
U.K. (General Mining)
Banco Santander 73.0 6.84 –1.44 –45.7 –35.1
Spain (Banks)
Iberdrola 41.1 6.17 –1.44 –40.5 7.9
Spain (Conventional Electricity)
Credit Suisse Grp 31.4 29.60 –1.46 –53.4 –58.9
Switzerland (Banks)
SAP 44.2 27.03 –1.53 –19.8 –30.0
Germany (Software)
BP 156.1 5.09 –1.93 –14.7 –23.6
U.K. (Integrated Oil & Gas)
Koninklijke Philips 19.5 14.43 –2.14 –48.1 –44.5
Netherlands (Consumer Electronics)
Unilever 39.7 17.34 –2.17 –22.9 –11.0
Netherlands (Food Products)
Royal Dutch Shell 93.5 19.75 –2.28 –28.7 –26.9
U.K. (Integrated Oil & Gas)
ENI 91.6 17.12 –2.34 –31.5 –31.0
Italy (Integrated Oil & Gas)
Siemens 60.4 49.50 –2.48 –49.7 –31.3
Germany (Diversified Industrials)
Anglo Amer 28.9 14.51 –2.62 –51.3 –28.2
U.K. (General Mining)
Nokia 56.5 11.14 –2.71 –52.9 –28.2
Finland (Telecom Equipment)
France Telecom 68.6 19.65 –3.15 –21.5 0.6
France (Fixed Line Telecom)
L.M. Ericsson Tel B 22.4 60.50 –3.20 –20.2 –55.7
Sweden (Telecom Equipment)
BHP Billiton 41.1 12.42 –3.27 –20.1 29.7
U.K. (General Mining)
Roche Hldg Pt. Ct. 104.6 166.10 –3.37 –18.3 –16.5
Switzerland (Pharmaceuticals)

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 -0.68% 1.02% 5.8% 1.0% -6.1%
Event Driven 0.33% 0.33% -12.4% 0.9% -25.6%
Distressed Securities -2.71% -6.03% -21.5% -1.7% -36.6%

*Estimates as of 01/09/09, 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 1.56 98.39% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.58 94.35 0.02 5.57 2.16 3.70

Europe Crossover: 10/1 9.42 87.40 0.06 11.20 5.74 8.62

Asia ex-Japan IG: 10/1 2.86 96.32 0.02 6.63 1.99 3.62

Japan: 10/1 2.80 94.28 0.02 3.75 1.58 2.61

 Note: Data as of January 9

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Obama plans to keep estate tax
Democrats propose
freezing current rate,
halting expiration

Source: U.S. Internal Revenue Service
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ECONOMY & POLITICS

By Jonathan Weisman

U.S. President-elect Barack
Obama and congressional leaders
plan to move soon to block the es-
tate tax from disappearing in 2010,
suggesting the levy might outlive
the “Death Tax Repeal” movement
that has tried mightily to kill it.

The Democratic stance on the es-
tate tax contrasts with Mr. Obama’s
reluctance to press forward with his
campaign pledge to raise income-
tax rates on top earners, which he
worries could have an adverse eco-
nomic impact during a recession.

But Democrats are determined to
act quickly to prevent the estate tax’s
scheduled repeal. Elimination of the
levy on big inheritances was ap-
proved by Congress under President
George W. Bush in 2001, with roll-
backsphasedinslowlyanditsfullelim-
ination slated to take effect next year.

The Senate Finance Committee
will move within weeks on legisla-
tion to reverse that law, and Mr.
Obama is expected to detail his es-
tate-tax-preservation proposal in
his budget next month, congres-
sional tax writers said.

Under the Obama plan detailed
during the campaign, the estate tax
would be locked in permanently at
the rate and exemption levels that
took effect this year. That would ex-
empt estates of $3.5 million—$7 mil-
lion for couples—from any taxation.
The value of estates above that
would be taxed at 45%. If the tax
were returned to Clinton-era levels,
it would exclude $1 million from tax-
ation with the rest taxed at 55%.

In making their case for the resto-
ration, Democrats contend that such
a large additional tax break for the

rich shouldn’t go into force halfway
through Mr. Obama’s proposed eco-
nomic-recovery package.They argue
that the deficit is already in record
territory, while their plan wouldn’t
have any impact on the economy
sinceitwouldmerely keeptheestate-
tax rate at its current level.

They also reason that if they
don’t act now, it will be politically
harder to go ahead with their plan to
resurrect the estate tax once it has
disappeared.

Forgroups thatcreatedandbank-
rolled the “Death Tax Repeal” effort,
the emerging Democratic plan
marks a stark defeat. Advocates of
killing off the tax say the emerging
Obama policy is the wrong medicine
for the recession, arguing the levy is
economicallyburdensomelikethe in-
come tax. Bill Rys, tax counsel for the
National Federation of Independent
Business, said small businesses
struggling with falling sales and lay-
offs shouldn’t have to devote re-
sources to estate planning.

At the level proposed in the
Obama policy, all but the largest es-
tates—fewer than 2% of annual
deaths—would escape taxation.
Over 10 years, the Obama plan would
cost the Treasury about $324 billion
more than if the Clinton estate-tax
levels were maintained, according
to the Joint Committee on Taxation.
Full repeal would cost more than
$500 billion over a decade.

The estate tax was enacted in the
early 20th century as a levy on
wealth and inherited assets. It was
later amended to allow a spouse to
avoid the tax. Most such taxes are
still collected from estates of the ul-
tra-rich. But business and farm
groups saysmall businessesand fam-
ily farms struggle with it as well, at
the very least devoting time and en-
ergy to planning ways to escape or
minimize taxation as enterprises
pass from generation to generation.

Patricia Soldano, an estate-tax
planner in Southern California, was

a pioneer of the movement launched
in the mid-1980s. Backed by affluent
families, Ms. Soldano enlisted Re-
publicanpollster FrankLuntz to poll-
testthe “DeathTax” term, forged alli-
ances with the young Republicans
who would sweep to power in 1994
and teamed with small-business and
farm groups.

By framing it as a tax on dying
rather than wealth and thrusting
family farms and small businesses
front and center, the movement was
able to divorce the cause from the is-
sue of dynastic wealth and broaden
its appeal to Main Street advocates.

The campaign seemed to have
succeeded in 2001 when, with huge
projected budget surpluses, Mr.
Bush pushed and Congress approved
an estate-tax repeal. But to win the
necessary votes for the larger,
$1.35 trillion tax cut of which it was
part,Republicanleaders usedlegisla-
tive tactics that mandated the entire
tax package expire in a decade. To
lower the 10-year cost, the estate tax
didn’t begin dropping significantly
until the end of the window and
wouldn’t disappear until 2010.

Duringthelong phase-in, thepoli-
tics have begun to shift again. Al-
most since the change was put in

place, repeal advocates have pushed
for an earlier permanent elimina-
tion in the face of huge budget defi-
cits, with no luck. They always
sensed an estate-tax elimination set
far in the future was tenuous at best,
especially since the law as written
has the repeal last only one year.

Then, anticipating Democratic
majorities in Congress that would ul-
timately seek to block full repeal, the
coalition began seeking compro-
mises that would leave a minimal tax
in place for a tiny fraction of estates.
Estate-tax opponents agreed they
would get the best possible deal with
Mr. Bush still in office.

But sharp divisions in the coali-
tion emerged between the super rich
and the merely rich. Business groups
have sought a measure of certainty
with an estate tax that is free of grad-
uated timelines or sunset provi-
sions, with the largest possible tax
exemption—$10 million, or $20 mil-
lion per couple. The rate of taxation
above that level was of little con-
cern,since virtuallyevery smallbusi-
ness would be exempt from taxation.

Yet the super affluent who began
themovementwantedthelowestpos-
sible rate, since even a $10 million ex-
emption would leave the bulk of their
estates subject to tax. They backed a
call by Mark Bloomfield of the Ameri-
can Council for Capital Formation to
taxallestatetransfersascapitalgains,
at 15%, with little or no exemption.

SenateFinanceCommitteeChair-
manMaxBaucussaidinarecentinter-
view that he will move “in the next
fewweeks”onlegislationtodealwith
urgent tax matters not related to any
economic stimulus. Estate-tax pres-
ervation will be front and center, an
aide to the Montana Democrat said.

Withfarmers,ranchersandsmall-
business owners anticipating a total
repeal in less than a year, followed by
a dizzying snap back to 55% above
$1 million, Democrats want to give
estate planners certainty now, the
aide said.

By Andy Pasztor

LOS ANGELES—Seeking to raise
the profile and funding of U.S. activi-
ties in space, an aerospace industry
group warned that sweeping policy,
budget and institutional changes
are necessary to protect what it
called America’s “perishable” lead
in satellites, rockets and explora-
tion efforts.

In a report released Monday, the
Aerospace Industries Association
urged the incoming Obama adminis-
tration to end longstanding turf bat-
tles over control of satellite projects
by mandating government-wide co-
operation between the military and
spy agencies. The study also calls
for creation of a high-level office to
oversee the effort, which would re-
port directly to the White House.

Concluding that a number of
countries have the “vision and re-
sources to equal or even supplant
[U.S.] dominance” in space endeav-
ors, the study recommends signifi-
cantly closer coordination of fed-
eral and commercial initiatives in
imaging, collection of weather data
and human space flight. “In a very
real sense the ‘space race’ is far
from over,” according to a cover let-
ter from Marion Blakey, the associa-
tion’s president and chief executive.
“We might not be racing, but our glo-
bal competitors certainly are.”

While some of the conclusions re-
peat industry positions—such as
easing export controls on space
hardware—others break new
ground such as recommending im-
mediate fixes to what the study calls
“existing and growing gaps in cli-
mate measurements and weather
satellite coverage.”

The industry study is intended
to influence the debate as a new
team of U.S. policy makers con-
fronts strategic questions in the
space arena.

Report describes
U.S. lead in space
as ‘perishable’
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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 01/09 USD 53.63 –2.8 –66.1 –37.0
LG India EA EQ MUS 01/09 USD 31.09 –2.6 –67.2 –26.2
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 01/09 EUR 25.52 –2.7 –64.3 –36.9
MP-TURKEY.SI OT OT SVN 01/09 EUR 19.46 –0.4 –61.0 –28.9

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 –0.1 –36.5 –18.0
Parex Caspian Sea Eq EU EQ LVA 01/10 EUR 2.38 13.3 –74.0 NS
Parex Eastern Europ Bd EU BD LVA 01/10 USD 8.71 –0.1 –36.5 –18.0
Parex Russian Eq EE EQ LVA 01/10 USD 8.87 2.4 –72.0 –36.4

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 01/12 USD 105.28 –5.1 –54.2 –21.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/12 USD 101.02 –5.1 –54.6 –22.2
PF (LUX)-Biotech-Pca OT EQ LUX 01/09 USD 283.39 –0.6 –16.1 –1.1
PF (LUX)-CHF Liq-Pca CH MM LUX 01/09 CHF 124.02 0.0 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/09 CHF 93.61 0.0 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/09 EUR 121.46 2.9 –42.7 –25.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/09 USD 81.21 –0.1 –38.6 –15.1
PF (LUX)-East Eu-Pca EU EQ LUX 01/09 EUR 143.11 7.2 –71.7 –40.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/12 USD 91.32 –2.0 –59.8 –25.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/12 USD 299.80 –1.5 –58.5 –24.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/09 EUR 80.66 5.5 –38.4 –22.3
PF (LUX)-EUR Bds-Pca EU BD LUX 01/09 EUR 373.28 0.0 2.1 0.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/09 EUR 284.06 0.0 2.1 0.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/09 EUR 126.71 1.5 –4.4 –2.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/09 EUR 89.08 1.5 –4.4 –2.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/09 EUR 96.79 7.3 –31.1 –19.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/09 EUR 56.11 7.3 –31.2 –19.5
PF (LUX)-EUR Liq-Pca EU MM LUX 01/09 EUR 134.75 0.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/09 EUR 97.11 0.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/09 EUR 322.74 5.5 –44.0 –27.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/09 EUR 106.17 5.0 –39.3 –26.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/09 USD 192.99 1.9 –4.4 0.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/09 USD 131.29 1.9 –4.4 0.8
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/09 USD 12.92 0.7 –44.8 –25.2
PF (LUX)-Gr China-Pca AS EQ LUX 01/12 USD 203.36 –4.4 –50.3 –16.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/12 USD 183.18 –4.4 –66.1 –24.8
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 01/12 USD 156.57 –1.1 –49.0 –19.5
PF (LUX)-Piclife-Pca CH BA LUX 01/09 CHF 701.99 1.8 –16.0 –9.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/09 EUR 44.47 0.7 –38.3 –25.1
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/09 USD 24.56 7.5 NS NS
PF (LUX)-Security-Pca GL EQ LUX 01/09 USD 71.71 0.4 –28.9 –16.9
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/09 EUR 343.72 5.3 –40.4 –26.1
PF (LUX)-US Eq-Ica US EQ LUX 01/09 USD 80.38 –1.6 –35.5 –17.6
PF (LUX)-USA Index-Pca US EQ LUX 01/09 USD 71.49 –1.4 –35.8 –19.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/09 USD 525.52 –0.9 9.8 8.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/09 USD 385.61 –0.9 9.8 8.7
PF (LUX)-USD Liq-Pca US MM LUX 01/09 USD 130.24 0.0 2.4 3.5

PF (LUX)-USD Liq-Pdi US MM LUX 01/09 USD 85.04 0.0 2.4 3.5
PF (LUX)-Water-Pca GL EQ LUX 01/09 EUR 108.49 5.3 –27.5 –14.9
PF (LUX)-WldGovBds-Pca GL BD LUX 01/09 USD 161.64 –1.9 7.9 9.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/09 USD 133.79 –1.9 7.9 9.5
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/12 USD 39.09 –5.8 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 01/09 USD 7.97 1.7 –39.7 –24.7
Japan Fund USD JP EQ IRL 01/12 USD 14.59 –0.7 –10.2 –9.6

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 01/09 EUR 578.04 2.6 –37.2 NS
Core Eurozone Eq B EU EQ IRL 01/09 EUR 670.75 2.0 NS NS
Euro Fixed Income A EU BD IRL 01/09 EUR 1130.22 –0.2 –10.3 –5.9
Euro Fixed Income B EU BD IRL 01/09 EUR 1199.55 –0.1 –9.8 –5.4
Euro Small Cap A EU EQ IRL 01/09 EUR 903.16 6.5 –45.1 –32.9
Euro Small Cap B EU EQ IRL 01/09 EUR 961.81 6.5 –44.8 –32.5
Eurozone Agg Eq A EU EQ IRL 01/09 EUR 510.27 2.7 –44.0 NS
Eurozone Agg Eq B EU EQ IRL 01/09 EUR 729.08 2.7 –43.7 –26.0
Glbl Bd (EuroHdg) A GL BD IRL 01/09 EUR 1216.20 1.6 –6.6 –2.7
Glbl Bd (EuroHdg) B GL BD IRL 01/09 EUR 1283.41 1.6 –6.0 –2.1
Glbl Bd A EU BD IRL 01/09 EUR 1018.70 3.9 0.4 –2.3
Glbl Bd B EU BD IRL 01/09 EUR 1078.22 3.9 1.0 –1.7
Glbl Real Estate A OT EQ IRL 01/09 USD 657.34 –1.4 –45.2 –30.9
Glbl Real Estate B OT EQ IRL 01/09 USD 673.72 –1.4 –44.9 –30.5
Glbl Real Estate EH-A OT EQ IRL 01/09 EUR 616.28 –1.8 –44.2 –32.1
Glbl Real Estate SH-B OT EQ IRL 01/09 GBP 58.21 –1.8 –43.8 –31.1
Glbl Strategic Yield A EU BD IRL 01/09 EUR 1176.09 4.0 –20.4 –11.0
Glbl Strategic Yield B EU BD IRL 01/09 EUR 1251.16 4.0 –19.9 –10.4
Japan Equity A JP EQ IRL 01/09 JPY 10338.00 0.0 –42.3 –30.1
Japan Equity B JP EQ IRL 01/09 JPY 10954.00 0.0 –42.0 –29.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/09 USD 1289.98 0.3 –50.0 –19.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/09 USD 1368.64 0.3 –49.7 –19.5
Pan European Eq A EU EQ IRL 01/09 EUR 752.36 4.7 –42.4 –25.8
Pan European Eq B EU EQ IRL 01/09 EUR 797.37 4.7 –42.1 –25.4
US Equity A US EQ IRL 01/09 USD 664.05 –0.8 –40.3 –20.6
US Equity B US EQ IRL 01/09 USD 706.70 –0.7 –40.0 –20.1
US Small Cap A US EQ IRL 01/09 USD 976.75 –2.9 –38.9 –22.5
US Small Cap B US EQ IRL 01/09 USD 1040.35 –2.9 –38.5 –22.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/12 SEK 64.03 6.4 –40.8 –27.1
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 01/12 USD 2.87 2.5 –41.5 –23.1
Europe 2 Fd EU EQ LUX 01/12 EUR 0.72 4.5 –46.8 –29.4
Europe 3 Fd EU EQ LUX 01/12 GBP 2.89 –3.4 –36.2 –17.4
Global Chance/Risk Fd GL EQ LUX 01/12 EUR 0.50 7.5 –31.3 –22.2
Global Fd GL EQ LUX 01/12 USD 1.68 1.1 –39.7 –21.4
Intl Mixed Fd -C- NO BA LUX 01/12 USD 22.64 –1.4 –29.6 –13.5
Intl Mixed Fd -D- NO BA LUX 01/12 USD 15.98 –1.4 –29.6 –12.4
Wireless Fd OT EQ LUX 01/12 EUR 0.10 4.8 –44.2 –23.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/12 USD 4.39 –3.1 –50.3 –21.0
Currency Alpha EUR -IC- OT OT LUX 01/12 EUR 10.92 0.0 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 01/12 EUR 10.86 0.0 5.8 NS
Currency Alpha SEK -ID- OT OT LUX 01/12 SEK 105.67 0.0 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/12 SEK 117.10 0.0 5.8 NS
Generation Fd 80 OT OT LUX 01/12 SEK 6.61 3.5 –25.2 NS
Nordic Focus EUR NO EQ LUX 01/12 EUR 52.25 4.7 –40.8 NS
Nordic Focus NOK NO EQ LUX 01/12 NOK 60.98 4.7 –40.8 NS
Nordic Focus SEK NO EQ LUX 01/12 SEK 59.97 4.7 –40.8 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/12 USD 1.41 1.4 –38.5 –22.2

Ethical Global Fd GL EQ LUX 01/12 USD 0.62 0.7 –40.0 –22.5
Ethical Sweden Fd NO EQ LUX 01/12 SEK 29.07 1.1 –28.0 –19.8
Europe Fd EU EQ LUX 01/12 USD 1.62 3.0 –38.9 –22.9
Index Linked Bd Fd SEK OT BD LUX 01/12 SEK 13.06 –0.1 3.1 4.2
Medical Fd OT EQ LUX 01/12 USD 2.84 –1.0 –28.1 –11.8
Short Medium Bd Fd SEK NO MM LUX 01/12 SEK 9.17 0.1 3.1 3.0
Technology Fd OT EQ LUX 01/12 USD 1.60 3.0 –37.2 –19.9
World Fd NO BA LUX 01/12 USD 1.63 –1.8 –36.6 –14.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/12 EUR 1.27 0.0 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/12 SEK 21.59 0.2 2.8 2.9
Short Bond Fd USD US MM LUX 01/12 USD 2.50 –0.1 1.6 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/12 SEK 10.07 0.1 –2.0 0.1
Alpha Bond Fd SEK -B- NO BD LUX 01/12 SEK 9.04 0.1 –2.0 0.1
Alpha Bond Fd SEK -C- NO BD LUX 01/12 SEK 25.24 0.1 –2.1 0.0
Alpha Bond Fd SEK -D- NO BD LUX 01/12 SEK 8.41 0.1 –2.1 0.0
Alpha Short Bd SEK -A- NO MM LUX 01/12 SEK 10.83 0.3 3.0 3.0
Alpha Short Bd SEK -B- NO MM LUX 01/12 SEK 10.16 0.3 3.0 3.0
Alpha Short Bd SEK -C- NO MM LUX 01/12 SEK 21.20 0.3 2.9 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/12 SEK 8.81 0.3 2.9 2.9
Bond Fd SEK -C- NO BD LUX 01/12 SEK 41.57 0.0 9.2 5.7
Bond Fd SEK -D- NO BD LUX 01/12 SEK 12.47 0.0 8.0 5.1
Corp. Bond Fd EUR -C- EU BD LUX 01/12 EUR 1.10 1.2 –7.1 –3.6
Corp. Bond Fd EUR -D- EU BD LUX 01/12 EUR 0.86 1.2 –7.5 –3.8
Corp. Bond Fd SEK -C- NO BD LUX 01/12 SEK 10.87 1.2 –10.8 –5.1
Corp. Bond Fd SEK -D- NO BD LUX 01/12 SEK 8.54 1.2 –10.6 –5.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/12 EUR 104.25 0.4 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/12 EUR 103.94 0.4 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 01/12 SEK 1120.22 0.4 NS NS
Flexible Bond Fd -C- NO BD LUX 01/12 SEK 20.91 0.2 5.7 4.2
Flexible Bond Fd -D- NO BD LUX 01/12 SEK 11.84 0.2 5.7 4.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/12 SEK 80.31 0.3 –23.8 –12.9
Global Hedge I SEK -D- OT OT LUX 01/12 SEK 73.39 0.3 –26.0 –14.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/12 USD 1.52 –1.4 –52.5 –18.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/12 SEK 17.07 1.7 –48.1 –24.6
Europe Chance/Risk Fd EU EQ LUX 01/12 EUR 790.01 3.6 –50.5 –32.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/09 USD 14.58 –2.5 –56.2 –14.5
Eq. Pacific A AS EQ LUX 01/09 USD 6.34 –0.7 –52.9 –18.0

n SGAM Fund
Bonds CHF A CH BD LUX 01/09 CHF 27.99 –0.7 6.1 2.7
Bonds ConvEurope A EU BD LUX 01/08 EUR 28.58 0.8 –2.4 2.2
Bonds Eur Corp A EU BD LUX 01/08 EUR 20.85 0.6 –5.6 –3.1
Bonds Eur Hi Yld A EU BD LUX 01/08 EUR 13.97 5.1 –33.3 –20.0
Bonds EURO A EU BD LUX 01/08 EUR 39.27 –0.6 5.3 3.3
Bonds Europe A EU BD LUX 01/08 EUR 37.82 –0.2 5.0 2.7
Bonds US MtgBkSec A US BD LUX 01/09 USD 25.73 0.4 0.3 3.0
Bonds US OppsCoreplus A US BD LUX 01/08 USD 31.92 1.2 0.5 3.7
Bonds World A GL BD LUX 01/08 USD 39.38 –1.1 4.0 8.6
Eq. ConcentratedEuropeA EU EQ LUX 01/09 EUR 21.23 3.1 –45.3 –28.0
Eq. Eastern Europe A EU EQ LUX 01/09 EUR 14.07 6.5 –67.4 –37.8
Eq. Equities Global Energy OT EQ LUX 01/09 USD 14.75 3.5 –40.0 –8.5
Eq. Euroland A EU EQ LUX 01/09 EUR 9.29 1.4 –44.0 –25.9
Eq. Euroland MidCapA EU EQ LUX 01/09 EUR 15.11 4.9 –44.4 –30.3
Eq. EurolandCyclclsA EU EQ LUX 01/09 EUR 14.06 2.4 –40.8 –19.3
Eq. EurolandFinancialA OT EQ LUX 01/09 EUR 8.68 3.1 –50.9 –35.6
Eq. Glbl Emg Cty A GL EQ LUX 01/09 USD 5.92 –0.9 –55.7 –21.5
Eq. Global A GL EQ LUX 01/09 USD 20.96 –0.4 –43.3 –23.6
Eq. Global Technol A OT EQ LUX 01/09 USD 3.77 3.1 –41.1 –27.4
Eq. Gold Mines A OT EQ LUX 01/08 USD 19.93 –4.7 –38.9 –9.9
Eq. Japan A JP EQ LUX 01/09 JPY 659.51 –0.5 –48.0 –34.2
Eq. Japan Sm Cap A JP EQ LUX 01/09 JPY 889.26 –1.8 –45.1 –39.9
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 01/09 GBP 9.82 3.0 –38.8 –25.7
Eq. US ConcenCore A US EQ LUX 01/09 USD 15.98 –1.6 –36.8 –19.2
Eq. US Lg Cap Gr A US EQ LUX 01/09 USD 10.95 1.5 –43.5 –22.6
Eq. US Mid Cap A US EQ LUX 01/09 USD 19.68 –1.8 –45.5 –20.4
Eq. US Multi Strg A US EQ LUX 01/08 USD 16.37 2.5 –39.7 –23.5

Eq. US Rel Val A US EQ LUX 01/09 USD 15.42 –0.7 –42.8 –28.7
Eq. US Sm Cap Val A US EQ LUX 01/09 USD 12.76 –1.4 –44.6 –30.5
Eq. US Value Opp A US EQ LUX 01/09 USD 12.88 –0.6 –44.4 –30.7
Money Market EURO A EU MM LUX 01/09 EUR 27.14 0.1 4.3 4.1
Money Market USD A US MM LUX 01/09 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 01/12 EEK 105.41 5.5 –58.0 –36.8
New Europe Small Cap EUR EE EQ EST 01/12 EEK 50.67 5.7 –61.2 –39.3
Second Wave EUR EE EQ EST 01/12 EEK 86.54 1.7 –66.4 –36.6

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 12/31 USD 1269.10 NS –2.7 –11.0 –19.4 –6.7

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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