
More bad economic news
adds pressure on ECB
Greek ratings cut,
falling German GDP
augur more gloom
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Europe falls further

The curve of German stock index, DAX,
is shown above at the Frankfurt exchange. 

Indexes around Europe fell further Wednesday 
as the banking sector reported more bad news
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Greece became the first euro-
zone government to suffer a credit
downgrade and Germany’s GDP
plunged far further than expected in
the fourth quarter—a double hit that
signaled the depth of Europe’s reces-

sion and the difficulty countries will
have spending their way out of it.

Rating agency Standard & Poor’s
cut its credit rating for Greek govern-
ment debt on Wednesday. The news
hit the euro and Greek financial mar-
kets, and sent a signal to financially
fragile countries in the euro area
that they can’t afford to sink into
much more debt, though most are
depending on fiscal stimulus mea-
sures to support their economies.

In the past week, S&P has
warned euro-zone members Spain,
Portugal and Ireland that they too
could face downgrades. Ireland on
Wednesday was forced to deny that
it needed aid from the International
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Germany’s GDP fell more than
expected in the fourth quarter,
and Greece became the first
euro-zone government to suffer
a credit downgrade. European
shares tumbled on a barrage of
bad economic news. Page 1

n U.S. stocks dropped on up-
heaval in the banking sector
and poor retail-sales data that
signaled more trouble for cor-
porate earnings. Page 19

n Deutsche Bank warned that
trading losses would force it to
take a $6.3 billion fourth-quarter
loss, triggering a sharp drop in
European bank stocks. Page 2

n Nortel filed for bankruptcy
protection. A $107 million inter-
est payment due Thursday
added pressure to the telecom-
equipment maker. Page 19

n Goldman Sachs eased restric-
tions on stock, allowing employ-
ees to cash out. Page 3

n The U.K. detailed a $30 bil-
lion plan to help small and me-
dium-size companies access
credit. More support might be
on the way. Page 11

n U.S. retail and food-services
sales slid 2.7% last month, rais-
ing fresh concerns about the
economy in 2009. Page 10

n The gas standoff between
Russian and Ukraine, which has
left much of the EU in the cold,
is exposing weaknesses in the
bloc’s policies. Page 12

n Man Group’s managed assets
dropped by about a third in the
second half of 2008, a reversal
due in part to a write-down of
its Madoff investments. Page 21

n Barclays plans to cut as
many as 2,100 jobs in its retail-
and commercial-banking units,
on top of the same number in
investment banking. Page 20

n France is considering more
steps to help its ailing car mak-
ers, such as capital infusions or
loan guarantees, to Renault
and Peugeot Citroën. Page 4

n Impala Platinum dropped
plans to buy smaller rival
Northam for $2.1 billion. Page 8

European shares slump
on economy, bank woes

Dubai property developer Na-
kheel is delaying construction
of a one-kilometer tower un-
veiled just a few months ago,
in a sign of how a city of seem-
ingly limitless resources is now
struggling amid a global reces-
sion. The delay follows a string
of layoffs and project re-evalua-
tions announced by other devel-
opers in recent weeks. Page 1

n Egypt and Hamas were close
to a deal for a 10-day cease-fire
between Israel and the Palestin-
ian militant group in Gaza, offi-
cials said, as the death toll sur-
passed 1,000. Guerrillas in Leba-
non sent more rockets into Israel.
n Osama bin Laden urged Mus-
lims to launch a holy war against
Israel, in a new audiotape aimed
at harnessing anger in the Mid-
east over the Gaza offensive.

n The price tag of the U.S.’s
two-year economic-stimulus
bill has grown close to $850 bil-
lion after negotiations that have
focused on job creation. Page 10
n Americans support Obama’s
stimulus plan but worry the gov-
ernment will drive up the bud-
get deficit, a Wall Street Jour-
nal/NBC News poll found. Page 9

n An antigovernment protest
in Bulgaria turned violent, with
demonstrators clashing with po-
lice and hurling stones and bot-
tles at the Parliament building.

n Islamic insurgents attacked
Somalia’s presidential palace and
fought with government forces,
leaving several civilians dead,
a day after Ethiopian troops
handed over security duties.

n The Bush administration
plans to sign a nuclear-coopera-
tion pact with the United Arab
Emirates on Thursday. Page 32

n Tax issues postponed a ten-
tatively scheduled confirmation
hearing for Timothy Geithner as
U.S. Treasury secretary. Page 9

n A French court acquitted six
medical workers in the deaths of
over 100 people who contracted
a brain-destroying disease after
taking tainted growth hormones.

n Greek terror group Revolu-
tionary Struggle claimed respon-
sibility for recent attacks on po-
lice in Athens, authorities said.

n A Russian warship foiled a
pirate attack on a Dutch con-
tainer ship in the Gulf of Aden.

Dubai’s bust
in property takes
turn for worse

By Neil Shah

European shares tumbled
Wednesday after a barrage of bad
news about banks and the U.S. econ-
omy punctured investor confi-
dence.

The Dow Jones Stoxx index of Eu-
rope’s 600 largest companies fell
4.4%, its sixth consecutive loss, with
many of Europe’s banks plummet-
ing about 10% or more on worries
about the sector’s health. The index
closed at 192.87, its lowest close
since Dec. 5.

Credit markets also slipped after
having performed better than
stocks in recent trading sessions. In
the U.S., the Dow Jones Industrial
Average fell 2.9%.

“We’ve had a salami-slicing-

away of investor confidence,” said
Andrew Lynch, portfolio manager
at Schroder Investment Manage-
ment in London. “There’s been a lot
of bad news and absolutely no good
news to upset it.”

Bad news about European banks
dominated the early part of Wednes-
day’s session. Germany’s Deutsche
Bank warned of a loss of nearly Œ5
billion, or $6.5 billion, for the final
three months of 2008, while Mor-
gan Stanley analysts predicted the
U.K.’s HSBC Holdings will require
up to $30 billion in extra capital.

Shares of Deutsche Bank fell 9%
and HSBC dropped 8%. British
banks were among the hardest hit:
Royal Bank of Scotland Group tum-
bled more than 18%, while Barclays

Please turn to page 31

Editorial&Opinion

By Chip Cummins

And Stefania Bianchi

DUBAI—Property developer Na-
kheel said it is delaying construc-
tion of a one-kilometer tower un-
veiled just a few months ago, in a
sign of how a city of seemingly limit-
less resources and ambition is now
struggling to avoid a hard crash.

The tower, a project of the gov-
ernment-owned developer that is
also building Dubai’s iconic palm-
tree-shaped archipelagos, would
beat out the Burj Dubai, a skyscraper
due to be completed this year, as the
world’s tallest building. The Nakheel
tower was supposed to be the center-
piece of what the developer billed in
October as a $38 billion commercial
and residential project.

Since then, property prices have
fallen and the government has an-
nounced plans to slow its develop-
ment pipeline to limit supply and
bolster prices.

The skyscraper’s delay follows a
recent string of layoffs and project
re-evaluations announced by other
developers. In late November, Limit-
less, another government-backed de-
veloper, said it was reviewing the
pace of a $61 billion canal develop-
ment. Sama Dubai, a unit of Dubai
Holding, a conglomerate controlled
by Dubai’s ruler, said it was review-
ing its property-development pipe-

Please turn to page 31

Governing Gazprom
The company is hurt by politics,
just like another big firm (hint:
it makes airplanes). Page 15
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What’s News—
Business & Finance World-Wide

Inside view helps Cargill
and CEO buck downturn
NEWS IN DEPTH | PAGES 16-17

Glaxo’s emails on diabetes
drug reveal concern
CORPORATE NEWS | PAGE 4

By Marcus Walker in Berlin,
Joellen Perry in Frankfurt
and Alkman Granitsas in Athens

Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8200.14 -248.42 -2.94
Nasdaq 1489.64 -56.82 -3.67
DJ Stoxx 600 192.87 -8.79 -4.36
FTSE 100 4180.64 -218.51 -4.97
DAX 4422.35 -214.59 -4.63
CAC 40 3052.00 -145.89 -4.56

Euro $1.3169 -0.0017 -0.13
Nymex crude $37.28 -0.50 -1.32
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Wouldn’t it be great to
wake up in the morning and
not have Citigroup to worry
about?

Achieving that would be
an important first feat for
the new Obama administra-
tion. But crafting a Citi solu-
tion that doesn’t crater bank
stocks—but also isn’t a give-
away by taxpayers—looks
hard to pull off.

Citi’s shares were down
more than 20% Wednesday,
while credit-default-swap
spreads on the bank soared
again—clear signs that inves-
tors’ nerves weren’t calmed
by news that Citi plans a big
restructuring. The market’s
reaction makes sense: While
Citi’s ability to right itself
was no doubt impeded by its
sprawling universal-bank
structure, that model wasn’t
the chief cause of its prob-
lems. Outsized exposure to
vulnerable mortgage-related
assets and excessive lever-
age was.

On paper, the Bush admin-
istration appears to have
done enough to give Citi
time to carry out a restruc-
turing. As well as making
two preferred-share injec-
tions of capital totaling $45
billion, the government has

agreed to take a large share
of losses on $306 billion of
problem assets.

The trouble with the pre-
ferred shares was that, while
cheap, their coupons still
crushed the economic inter-
ests of common-stock hold-
ers. As a result, the common
stock was always going to
remain vulnerable to the
sort of tailspin seen Wednes-
day.

One mystery is why Citi
management hasn’t said
more about the government

loss-sharing agreement.
Given its size, it could shield
common shareholders from
a lot of pain.

Citi has brought its
fourth-quarter earnings for-
ward to Friday. Chief Execu-
tive Vikram Pandit needs to
take that chance to explain
which assets are covered by
the agreement. If the bank
says it can apply the backing
to just about any loss, inves-
tors may react positively.

But if investors are unim-
pressed Friday, the govern-
ment has some tough
choices. It may try to boost
the stock by giving more aid
to Citi on generous terms.
That would be hard to de-
fend politically.

One potential way to
steady Citi is for the govern-
ment to inject a large
amount of common stock.
This would potentially put a
floor under the shares. But
given the amount of com-
mon equity needed, the gov-
ernment would end up con-
trolling the bank, as it does
American International
Group.

Amazingly, Citi’s leverage—
expressed as tangible assets
divided by tangible common
equity—is more than twice

Goldman Sachs’. At the end
of the third quarter, Citi’s
tangible assets were 47
times its tangible common
equity, versus 21 times for
Goldman

J.P. Morgan Chase’s ratio
is 26 times. To bring Citi’s
down to 26 times would re-
quire more than $35 billion
in common equity. Plowing
that into the bank would
make the government Citi’s
owner, since the bank’s mar-
ket capitalization Wednes-
day was about $25 billion.

The danger with this ap-
proach is that other large
bank stocks might crater as
the market prices in similar
outcomes. This would poten-
tially force the government
to make big common-stock
injections in other banks.

Given that, it will be
tempting for the Obama
team to stop short of large
common-stock outlays and
try other responses, such as
loss-sharing. On banks with
lower leverage than Citi,
they may be able to avoid
taking stakes that put the
government in control.

Not all banks are Citi.
Maybe it is time for the gov-
ernment to start making
that clear.
 —Peter Eavis

Deutsche Bank skeptics
How much longer can

Deutsche Bank continue to
convince investors it
doesn’t need to raise new
capital?

The German giant has
maintained its high-wire act
since the credit crisis
started, despite being one
of the world’s most highly
leveraged banks. But
Wednesday’s warning of a
Œ4.8 billion ($6.3 billion)
fourth-quarter loss is a seri-
ous stumble and puts Deut-
sche’s capital adequacy
firmly back on the agenda.

The losses were mostly
from the bank’s trading ac-
tivities. Deutsche often cites
the supposedly lower risk
of these activities to justify
its high leverage—total as-
sets are a heady 56 times
tangible equity, the second
highest in its peer group,
according to Morgan Stan-
ley.

True, Deutsche has prom-
ised to reduce leverage by
scaling back on proprietary
trading, and it shed Œ300
billion of assets last quar-
ter. Slashing the dividend
and paying for its stake in
Germany’s Postbank in
shares should help Deutsche
reduce leverage toward its

still-high target of 30 times
(according to its own, more-
generous criteria) by the
end of the first quarter—
down from 38 times in
mid-2008. The bank expects
to maintain a Tier 1 capital-
ratio target of 10%.

But resisting pressure to
raise capital is an increas-
ingly risky gamble. The
shares have fallen by two-
thirds since September, sug-
gesting the market is skepti-
cal of Deutsche’s claim to
special status.

That skepticism is justi-
fied. Deutsche has less expo-
sure than rivals to con-
sumer and corporate loans
and thus to the sharp eco-
nomic deterioration. But
the ballooning stock of as-
sets no longer marked to
market—including Level 3
assets and securities trans-
ferred from the trading
book to the banking book—
has left the bank’s balance
sheet less transparent.

If investors conclude a
major capital injection is
necessary, Deutsche may
yet have to act against the
backdrop of a downward spi-
ral in its shares. Best not to
wait until that moment ar-
rives.
 —Simon Nixon

By Neil King Jr.

The global downturn is thwart-
ing efforts by Saudi Arabia and
other big oil exporters to prop up
prices of crude amid rising supply
and dwindling demand.

Big producers in the Organiza-
tion of Petroleum Exporting Coun-
tries have struggled for months to
keep pace with global economic
woes, which have sent oil prices

down more than 70% since July. The
world’s biggest oil exporter, Saudi
Arabia, tried to nudge the market up
this week by announcing plans to
cut output to its lowest levels since
2003.

Global economic woes continue
to trump OPEC actions amid signs
of weakening energy demand in al-
most every corner of the world. Re-
ports of rising crude stocks and fall-
ing retail sales in the U.S. helped
drive oil prices down again Wednes-
day, with U.S. benchmark crude set-
tling at $37.28 on the New York Mer-
cantile Exchange, down 1.3% from
Tuesday.

OPEC’s 12 members last month
announced the group’s largest sup-
ply cut—2.2 million barrels a day—
after pledging to cut two million bar-
rels a day in the autumn, when the
slowdown began to take hold. OPEC
produces about 40% of the world’s
daily oil needs, which now run
around 84.5 million barrels.

OPEC officials expressed con-
cern that the market thus far has
been unaffected by the cuts, which
have been more disciplined than
many analysts predicted. OPEC offi-
cials say they hope the cuts will be-
gin to register soon, helping drive
prices back above $50 a barrel.

Pessimists within the cartel say
continuing bad news could drive

prices well below $30 a barrel in
coming months. If prices hover
around that level for months, nearly
all OPEC countries—which have be-
gun reining in government spend-
ing recently—would feel the effects.

Saudi Oil Minister Ali Naimi,
speaking at an oil conference
Wednesday in New Delhi, said
prices had fallen to a level below
that warranted by market funda-
mentals. The oil market, he said,
needed “oil prices maintained at a
level that encourages investment,
helping create a climate conducive
for the development of all viable en-
ergy sources.” Mr. Naimi recently

put that price at $75 a barrel.
In a bid to reduce excess supply,

Saudi Arabia says it is prepared to
trim output to around 7.7 million
barrels a day—down roughly two
million barrels a day from the sum-
mer. Other OPEC members, includ-
ing Venezuela, are calling for an-
other round of cuts when the group
meets next in March.

For years, the world’s oil surplus
was negligible. This year, OPEC’s
spare capacity is expected to surge
to around four million barrels a day,
according to the U.S. Energy Depart-
ment. In 2009, global oil demand
will fall by 800,000 barrels a day—
the sharpest retreat since the reces-
sion of the early 1980s, the Energy
Department predicts.

Gasoline demand is down almost
4% in the U.S., compared with the
same period last year, despite a
sharp drop in fuel prices since the
summer. Economists say economic
woes, such as increased joblessness
are behind the lower demand. Dimin-
ished global trade has been a factor
behind the declining world-wide de-
mand for fuel.

The U.S., by far the world’s larg-
est oil consumer, is now importing
about 750,000 fewer barrels a day
than it did last year. Yet even with
imports down, crude and refined-
fuel stockpiles rose by 9.8 million
barrels last week, the Energy De-
partment said Wednesday. Stock-
piles at the country’s main delivery
point for U.S. crude in Cushing,
Okla., are at record highs.

OPEC ministers warn that a sus-
tained slump in oil prices will dis-
courage long-term investment, po-
tentially setting up a supply crunch
whenever demand for oil picks up.

U.S. has plans to sign
nuclear deal with U.A.E.

How to put a floor under Citi

OPEC acts to prop up oil
Downturn outpaces
cartel’s initiatives
to lift prices of crude

Citi’s stock plunged more than
20% on Wednesday.
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By Jay Solomon

WASHINGTON—The Bush admin-
istration, in its last week in office,
plans to sign a nuclear-cooperation
agreement with the United Arab
Emirates on Thursday, according to
people familiar with the diplomacy.

Secretary of State Condoleezza
Rice and the U.A.E.’s foreign minis-
ter, Sheikh Abdallah Bin Zayid Al
Nahyan, will sign the treaty at a
State Department ceremony, accord-
ing to these officials.

The pact, known as a 123 Agree-
ment, will allow U.S. companies and
government entities to share nu-
clear equipment and know-how
with the U.A.E. The Emirati govern-
ment is seeking to become the first
Arab country to develop a nuclear-
power industry to meet growing de-
mands for electricity.

Some U.S. lawmakers, including
Rep. Ileana Ros-Lehtinen of Florida,
a Republican on the House Foreign
Affairs Committee, are threatening
to block the agreement due to fears
it could fuel a nuclear-arms race in

the Middle East. They also charge
that Abu Dhabi hasn’t done enough
to prevent the flow of finances and
dual-use technologies into Iran, a
close trading partner of the U.A.E.

The Bush administration has
championed the accord as a model to
both expand the role of nuclear power
internationally while guarding
against weapons proliferation.

Abu Dhabi has pledged to import
nuclear fuels for its reactors, rather
than developing the technology to
produce the fissile material on its
own. Developing the entire nuclear-
fuel cycle, U.S. officials argue, could
allow countries to divert nuclear ma-
terials for military purposes. The
U.A.E. has also agreed to allow the In-
ternational Atomic Energy Agency to
have complete access to nuclear sites
and to conduct snap inspections.

In order to become law, the
signed treaty will need to pass
through Congress. President George
W. Bush won’t introduce the legisla-
tion before leaving office, according
to these officials, but will leave that
to President-elect Barack Obama.

OPEC officials expressed concern that the
market thus far has been unaffected by the
supply cuts, which have been more
disciplined than many analysts predicted.

By Jan Hromadko

Germany’s two largest utilities,
E.ON AG and RWE AG, said Wednes-
day they will jointly set up a com-
pany that seeks to build new nuclear
power plants in the U.K.

“The joint venture will aim to de-
velop at least 6 gigawatt of [nu-
clear] capacity in the U.K.,” the com-
panies said.

Their U.K. market units, E.ON
U.K. and RWE npower, will form a
50-50 joint venture that “will have a
long-term focus on seeking to se-
cure sites being sold by the Nuclear
Decommissioning Agency.”

Both E.ON and RWE have repeat-
edly expressed their interest in par-
ticipating in the revival of nuclear-
energy generation in the U.K. and
elsewhere in Europe.

E.ON and RWE plan U.K. venture
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Russian businessman Alexander
Lebedev has held talks with British
media companies about buying a
newspaper and an announcement
could be made soon, according to
people familiar with the matter.

Mr. Lebedev has offered to buy
75% of the Evening Standard, Lon-

don’s main afternoon newspaper, ac-
cording to a person familiar with
the matter. He has also recently held
exploratory talks to participate in a
buyout of London’s Independent, a
national daily newspaper, accord-
ing to two people familiar with the
situation. But those talks stalled.

A spokesman for the Evening
Standard’s owner, Daily Mail & Gen-
eral Trust PLC, and a spokesman in
Moscow for Mr. Lebedev declined to
comment Wednesday.

Britain has a long history of foreign
control of its newspapers, with owners
from the U.S.,Ireland, Canada andelse-
where. Mr. Lebedev would likely be the
first Russian to own aprominent paper
intheU.K.,whichhashadtenserelations
withMoscowinrecentyears.Mr.Lebe-
dev’s interest in the Evening Standard
was reported Wednesday by the (Lon-
don)TimesandtheDailyTelegraph.

In a telephone interview Tuesday,
Mr. Lebedev declined to comment on
any discussions on specific British
newspapers,butsaidsomekindofdeal
mightbeannouncedinthenearfuture.

He said his interest wasn’t in newspa-
persasabusinessbutin“preservingin-
dependentmedia,”whichareunderun-
precedented financialpressure.

He vowed not to interfere in the
editorial policy of any newspaper he
might buy. “The English underesti-
mate their newspapers,” said the bil-
lionaire, who served in the late
1980s as a KGB agent in London. “I
tell them to live in a country without
a free press for a while.”

Mr. Lebedev is one of the few
prominent businessmen in Russia
to openly criticize the Kremlin over
such issues as pressure on demo-
cratic freedoms and the media. He is
part owner of Moscow’s Novaya
Gazeta, an opposition paper.

The 49-year-old is one of Russia’s
wealthiestbusinessmen.LastMay,be-
forethefinancialcrisishit,Forbesesti-
mated his wealth at $3.1 billion. He
owns a nearly one-third stake in Rus-
sia’snationalcarrierAeroflotandcon-
trols a vast businessempire.

Last October, Mr. Lebedev held ex-
ploratory talks with Simon Kelner, the
Independent’s managing director,
about backing a management buy-out
ledbyMr.Kelner,accordingtoaperson
familiar with the discussions. Mr.
Kelnerdidn’treturnacall Wednesday.

Theideastalledforlackofmoneyto
coverthe relaunch of the paper and fu-
ture losses, according to the person.
The Independent, which is owned by
Dublin-basedIndependentNews&Me-
dia PLC, loses about £10 million ($14.5
million)ayear,analystsestimate.

Russian billionaire is
in talks to buy U.K. paper

Deutsche Bank takes loss
Lender cuts dividend,
blames trading woes;
toll bigger than seen
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By Carrick Mollenkamp

And Serena Ng

LONDON—German banking gi-
ant Deutsche Bank AG warned
Wednesday that heavy trading
losses would force it to take a Œ4.8
billion ($6.3 billion) loss in the
fourth quarter, in a stark sign of
how badly the world’s biggest banks
fared in the weeks following the de-
mise of investment bank Lehman
Brothers Holdings Inc.

The profit warning from Deut-
sche Bank, which led the bank to cut
its dividend in half and helped trig-
ger a sharp drop in bank stocks
throughout Europe, suggests that
the market turmoil of the fourth
quarter took a bigger toll on banks
than previously thought. Sharp and
unexpected moves in stocks, bonds
and derivatives—many related to
the fact that banks ceased lending
to one another—caused risky invest-
ments to sour and even shattered
trading strategies that many banks
and hedge funds had considered to
be safe, common-sense bets.

The dismal fourth quarter repre-
sents a comeuppance for Deutsche,
which throughout 2007 and much
of 2008 navigated the turmoil re-
lated to subprime-mortgage securi-
ties largely unscathed, even as ri-
vals at UBS AG, Merrill Lynch & Co.,
and Citigroup Inc. suffered massive
write-downs. In a conference call
Wednesday, Chief Executive Josef
Ackermann said the fourth quarter
simply proved too much for Deut-

sche’s traders. The bank has said
that one star trader—Boaz Wein-
stein, who lost more than $1 billion
during the financial crisis—will be
departing to launch his own hedge
fund later this year.

“Until the fourth quarter, we
weathered the crisis relatively
well,” Mr. Ackermann told analysts
and reporters. “The collapse of Leh-
man triggered a much more ex-
treme new face of the crisis.”

Deutsche’s in-house debt and eq-
uity units, which make bets using
the bank’s own money, accounted
for a sizable chunk of the bank’s
losses. These so-called proprietary
traders lost some $2 billion in 2008,
a good portion of which was in-
curred in the final quarter, accord-
ing to people familiar with the situa-
tion. The bank said it expected to re-
port a total loss of Œ3.9 billion for
the year. The bank reports final re-
sults Feb. 5.

Deutsche shared fell 9% to
Œ22.09 euros a share in Frankfurt.

Its results dragged down European
bank stocks and signal “a grim earn-
ings season for European banks,” re-
search firm CreditSights said in a re-
port. Other banks, including those
in the U.S. and Europe that will re-
port fourth-quarter results over the
next month, encountered many of
the same problems as Deutsche in
the quarter.

“There were so many different
things that could have gone wrong
that happened at once,” said Brian
Yelvington, an analyst at Credit-
Sights.

Deutsche’s losses largely were
spread across three main areas:
Debt trading, equity derivatives and
losses tied to residential mortgage
securities, as well as insurance used
to protect against losses on those se-
curities. The losses came from both
the bank’s proprietary desks and
trading units that serve clients.

At the root of the credit trading
losses was the way banks quit lend-
ing to one another amid concerns
about failures following the Leh-
man bankruptcy filing on Sept. 15
and the near collapse of U.S. insurer
American International Group Inc.
That upended a popular trade, in
which banks bought corporate
bonds, then hedged the investments
by using derivatives called credit-
default swaps to buy insurance
against defaults on the bonds. Be-
cause the default insurance costs
less than the corresponding income
from the bonds, the trade allowed
banks to reap a seemingly safe
profit.

When the lending markets
froze, though, traders could no
longer borrow the money they typi-
cally used to buy the corporate
bonds. That helped trigger a sharp
drop in bond prices.
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Greg White and Andrew Osborn

The Korea Securities Dealers
Association, an industry trade
group, is investigating stock rat-
ings issued by foreign brokerage
firms on Korean companies last
year. An International Investor arti-
cle Tuesday about the arrest of a
critic of the South Korean govern-
ment said that government regula-

tors were conducting the investiga-
tion.

H. Ross Perot made his fortune
in technology services. A Focus on
Energy article Wednesday about T.
Boone Pickens’s plan for renewable
energy incorrectly referred to Mr.
Perot as a Texas oilman.
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European stocks slump on banking, economic concerns

Dubai’s downturn in real estate takes a turn for the worse

was down 14% after news Tuesday
and Wednesday of possible job cuts.

“The banks are what’s really hurt-
ing stocks [in London] at the mo-
ment,” said James Hughes, market
analyst at CMC Markets.

But European stocks took a sec-
ond, and deeper, lurch downward af-
ter traders turned their eyes to the
economic morass across the Atlan-
tic.

In a bad sign for the global econ-
omy, the U.S. Commerce Depart-
ment said U.S. retail sales fell 2.7%
in December, worse than the 1.2%
drop expected. Meantime, data
showed U.S. imports slumping last

fall, sparking fears of deflation, or a
decline in the general level of prices
for goods and services.

“This shows that the recession is
deep and strong,” Schroder’s Mr.
Lynch said. “It raises the specter of
deflation, which is a very ugly
ghost.”

News that Nortel Networks is
seeking protection from creditors in
Canada and the U.S., along with the
steep plunge in U.S. banking giant
Citigroup’s shares amid plans for a
major restructuring, made matters
worse across Europe.

Among major national markets,
the U.K.’s FTSE 100 index sank 5%,
its steepest one-say decline since

Dec. 1, to 4180.64, while the German
DAX index lost 4.6% to 4422.35. It
has plunged 12% over the past six
sessions. France’s CAC-40 index
was down 4.6% to 3052.00, its low-
est close since Dec. 5.

Some investors may have shifted
their cash from stocks to safer U.K.
and European government bonds.
As a result, the yield on the 10-year
U.K. gilt dropped 0.09 percentage
point to 3.12%. Similar bonds from
Germany saw their yields shrink
0.07 percentage point to 2.92%.

European credit markets, mean-
while, lost steam after having re-
mained fairly buoyant in recent
weeks. The cost of insuring against

default on Œ10 million of European
company debt for five years rose to
about Œ173,500 annually, from
Œ169,250 on Tuesday, according to
data provider Markit.

Still, European companies like
France Telecom continued to raise
cash in credit markets, despite the
high price for borrowing and
broader market tumult. Raising fi-
nance could get tougher, however, if
investors start tiring of the heavy
supply of new bonds.

“We are on the verge of the deal
too far,” wrote Suki Mann, a credit
analyst at French bank Société
Générale, in a report Wednesday.
“We need a break.”

Continued from first page

More bad economic news adds pressure on ECB
FROM PAGE ONE

line. And last month, another govern-
ment-backed developer, Meraas,
said it was reviewing the phasing
and rollout of a $95 billion redevelop-
ment program in the heart of Dubai.

The Dubai property market’s
weakness is now threatening to seep
into other critical sectors of the
economy, including banking, which
just a few months ago seemed rela-
tively sound. Moody’s Investors Ser-
vice warned Tuesday of weakening
fundamentals for banks in Dubai and
the rest of the United Arab Emirates,
citing signs of a property-market
correction and the banks’ exposure
to property-related lending, among
other concerns.

Dubai’s economy is particularly
sensitive to property prices. The
real-estate, construction and fi-
nance sectors together account for
close to 40% of the city-state’s gross
domestic product, according to a re-
cent Merrill Lynch & Co. estimate.

In a market dominated by resi-
dential real estate, average home
prices fell 8% in the fourth quarter
from the third quarter, according to
a price index released by property
consultant Colliers International on
Tuesday. That’s a dramatic turn-
around in a year in which average
prices finished 59% higher, even
with the fourth-quarter drop.

As prices soared in recent years,
Dubai’s property sector bulked up
quickly, too. Thousands of expatri-
ates were drawn here to design,
build, sell and finance homes amid
the boom. As prices fall, companies
are retrenching. In recent weeks,
banks and property developers have
announced hundreds of layoffs.

The layoffs, if they continue,
could further weaken property
prices. About 90% of Dubai’s popula-
tion of 1.5 million are expatriates, in-
cluding tens of thousands of low-
paid laborers—including construc-
tion workers, cleaners and domestic
helpers. UBS property-market ana-
lysts estimate the current property
market downturn could translate
into head-count losses of as much as
20% this year in the construction
and real-estate sectors. That would
translate into an overall population
decline of around 8%, according to
UBS estimates, putting further pres-
sure on real-estate prices as demand
for homes drops.

A laid-off worker typically loses
the right to reside here and must

leave within 30 days if a new job
isn’t found. Some companies have ex-
tended visas by as much as three
months to make things easier for
workers. United Arab Emirates offi-
cials said they are considering other
measures to ease the pain for re-
cently fired expatriates. (Dubai is
one of seven semiautonomous emir-
ates that make up the U.A.E.).

In the meantime, the threat of a
hasty departure looms for many. For-
eigners who have taken on debt to af-
ford the city’s high rents and expen-
sive lifestyle are under particular
pressure. Hannah Gonzalez, a
31-year-old urban planner who came
to Dubai two years ago, lost her job
with Woods Bagot, a U.K.-based de-
sign studio, in November. She says
she owes about $27,000 on a loan
she took out to buy a relatively mod-
est new dark green BMW. Ms. Gonza-
lez, who is from the Philippines, says
she is looking for a new job, but “I’m
beginning to realize that it’s un-
likely.”

Dubai opened certain property
developments to foreigners for the
first time in 2002, setting off a con-
struction and property-speculation
frenzy. Rising oil prices triggered a
spending and investment binge
across the Persian Gulf. Banks of-
fered low-interest mortgages with
small down payments. Local and
overseas property speculators
swooped in, often buying and flip-
ping apartments or homes before
construction even started.

In September 2007, Woods Bagot

said it was moving one of its top exec-
utives from Sydney to Dubai, a sign
of the growth here even as the U.S.
housing market swooned.

Ms. Gonzalez joined the com-
pany a few months later after it of-
fered her 3µ times what she was
making at another job in Dubai, she
said.

Around the same time, Adrienne
Schwartz, 32, moved to Dubai from
Houston when her husband took a
job here with an oil-services com-
pany. She had worked at an engineer-
ing and design consultancy in Hous-
ton and interviewed at Nakheel
months after landing for a job as a
property analyst.

The first question they asked her
was “When can you start?” she says.
She got the job.

Property prices continued to rise
sharply. By the end of the 2008 third
quarter, an index of average Dubai
prices published by property con-
sultant Colliers International had
more than doubled from the first
quarter of 2007. From July 2008 to
September, apartment sales in one
of Dubai’s more-established develop-
ments increased from $5,046 per
square meter to $6,559 per square
meter, according to HSBC Holdings
PLC.

In early October 2008, at an
event attended by actor couple
Catherine Zeta-Jones and Michael
Douglas, Nakheel said it would build
its one-kilometer-tall tower. The
same month, Woods Bagot said it
was designing the building.

But fallout from the global credit
crunch was already heading for
Dubai’s shores. Local banks, cut off
from international capital by the
bankruptcy filing of Lehman Bros.
Holdings Inc., stopped lending or
jacked up mortgage requirements.

Prices started falling. Average,
weighted asking prices for second-
hand apartments and stand-alone
villas fell 4% in October from Sep-
tember, according to HSBC. That
was after rising 17% the month be-
fore. The drop was the first monthly
fall since the emirate opened its mar-
ket to foreigners, the bank’s analysts
said.

The modest fall didn’t reflect the
gloom many real-estate agents said
they were seeing. Buyers had disap-
peared and transactions weren’t
closing at any price, they said. Ask-
ing prices for some of the most ex-
pensive property plummeted by
49% in the month, according to
HSBC.

In November, Nakheel said it
would lay off 500 employees, about
15% of its work force. Ms. Schwartz,
the property analyst, was one of
them. Ms. Schwartz says she had re-
alized the property boom was being
driven by speculation and would
eventually burn out. “It was inevita-
ble,” she says. “But I was surprised
at how quickly it happened.”

In a statement Wednesday, Nak-
heel said it had postponed construc-
tion on its one-kilometer-tower
project for a year as part of the com-
pany’s “readjustment of our immedi-

ate business plans, to better reflect
the current market trends and
match supply with demand.”

Emaar Properties PJSC, devel-
oper of the Burj Dubai, says it is com-
mitted to finishing its building this
year.

Ms. Schwartz’s husband is still
working, but the couple is making
contingency plans in case he loses
his job, too. They still owe about
$5,500 on a loan for their second-
hand Nissan Pathfinder.

After Ms. Gonzalez lost her job in
November, Woods Bagot gave her a
month’s salary as severance and ex-
tended her visa for three months,
she said. She’ll have to leave by the
end of January if she doesn’t find a
job.

Woods Bagot declined to discuss
details of its Dubai layoffs. Spokes-
people for the firm said most of its
projects in the region are continu-
ing, including design work for the
Nakheel tower.

Meanwhile, Ms. Gonzalez is look-
ing for a job, and trying to sell her
car. Police officials at Dubai’s airport
were quoted last month in a local, En-
glish-language paper saying they
thought a number of recently aban-
doned cars at the airport’s parking
lot may have been dumped by flee-
ing expats. The office of the director
of airport security didn’t return
phone calls seeking comment.

“I’ve heard stories of people leav-
ing their cars at the airport and leav-
ing the country,” Ms. Gonzalez says.
“I hope I won’t have to do that.”

Continued from first page

Monetary Fund.
Germany said gross domestic

product grew only 1.3% in 2008,
worse than expected. That means
GDP plunged as much as 2% in the
fourth quarter, following declines in
the second and third quarters, con-
firming that Europe’s largest econ-
omy is in its worst recession in de-
cades. The gloomy data support fore-
casts that the German economy
could shrink by 2% to 3% this year,
economists said; such a decline
would be felt around Europe.

Greece’s downgrade took its sov-
ereign-debt rating, already the low-
est in the euro zone, down one notch
to A-minus. Greece, Ireland, Portu-
gal and Spain all need to borrow
large amounts from foreign inves-
tors each year. But threatened down-
grades and rising bond yields make
it harder for governments to raise
new debt abroad as they try to fight
off recessions at home through
higher spending or lower taxes.

“It means that fiscal policy is
more constrained, which will harm
these countries’ growth prospects,”
says Julian Callow, European econo-
mist at Barclays Capital in London.

Greece’s downgrade doesn’t auto-
matically mean that Spain and oth-
ers will suffer the same fate, Mr. Cal-
low noted. “Greece has particular
problems: A very high debt-to-GDP
ratio, and the largest current-ac-
count deficit in the euro zone, which
makes Greece especially reliant on
external financing,” he said.

S&P blamed Greece’s “repeated
failures to stick to budgetary plans”
for the downgrade and warned that
the country’s projections for its econ-
omy and budget this year were so op-
timistic as to be “unattainable.” The
government has conceded that it
needed to adjust its forecasts, which
predict economic growth of 3.2%
this year and a budget deficit of only
2% of GDP. On Wednesday, newly ap-
pointed Finance Minister John Pap-
athanassiou said Greece would con-

tinue to work at cutting its deficit to
below the European Union’s ceiling
of 3% of GDP, which Greece likely ex-
ceeded last year.

S&P’s move hit the euro, which
fell 0.2% to $1.3156, and pressured
Greek stocks: The Athens stock ex-
change index dropped 5.5% to
1743.47.

Ireland hasn’t approached the
IMF for financial support and has no
plans to do so, a spokesman for the
Department of Finance in Dublin
said. The statement followed a re-
port Wednesday by Irish state-
owned broadcaster RTE that Prime
Minister Brian Cowen had warned la-
bor unions the country might have
to seek help from the IMF if the econ-
omy continues to worsen.

Yields on Greek government
10-year bonds shot up after the
downgrade, boosting the spread to
German government bonds—gener-
ally seen as a haven—by 10 basis
points, or hundredths of a percent-
age point, to 2.43 percentage points.

Bad economic news as well as re-
newed weakness at major European
banks sent European stocks tum-
bling on Wednesday. The Dow Jones
Stoxx index of Europe’s 600 biggest
companies fell 4.4%, closing at
192.87.

Grim economic data published
Wednesday showed how deeply fall-
ing global demand is hurting coun-
tries throughout the euro zone. In-
dustrial production in the currency
area slid 7.7% in the year to Novem-
ber, the EU statistics office said.
While German bonds may still enjoy
investors’ confidence, crumbling ex-
ports threaten Europe’s once-robust
manufacturing superpower with its
worst slump in the post-World War
II era. New orders in Germany’s cru-
cial engineering sector slid 30% in
the year to November, according to
the German Engineering Federation.

Collapsing orders spell further
big drops in manufacturing output
in the months ahead, despite the Ger-
man government’s Œ50 billion ($66

billion) in fiscal-stimulus measures
unveiled this week.

“The situation is critical. We
have imported the global recession
through our sinking exports, and
now it has us in its grip,” says Volker
Treier, economist at the German
Chambers of Industry and Com-
merce.

The increasingly miserable data
from Germany and across the euro
zone put extra pressure on the Euro-
pean Central Bank to cut its key inter-
est rate by another half percentage
point on Thursday. That would bring
the benchmark rate down to 2%.

The ECB has cut its key rate to
2.5% from 4.25% since October, but
it has been less aggressive than
other central banks, including the
U.S. Federal Reserve and the Bank of
England, which have cut borrowing
costs to near zero and 1.5%, respec-
tively.

 —Christopher Emsden in Milan
and Paul Hannon in London

contributed to this article.
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Goldman Sachs workers get a little extra
After thin bonuses,
new stock rules give
some workers a boost

LEADING THE NEWS

By Susanne Craig

Cash-strapped employees at
Goldman Sachs Group Inc. don’t
have to feel so glum about their
puny bonuses anymore. Only weeks
after they were told their 2008 com-
pensation had been slashed, they
got a nice surprise in their broker-
age accounts.

This week, many of Goldman’s
30,000 employees received letters
saying the firm had changed the way
it doles out certain stock grants, eas-
ing the conditions on when certain
stock can be sold. Translation: You
can now use your Goldman stock as
an automated teller machine.

That is exactly what many em-
ployees of the Wall Street firm did
Tuesday. The rush to sell Goldman
stock is one reason trading volume
in the bank’s shares spiked Tuesday,
the day most employees took deliv-
ery of the stock.

Also, the firm recently offered to
buy out employees who invested in
the firm’s money-losing Whitehall
2007 fund, another cash injection for
employees who opted to cut their
losses. The $4.8 billion fund was
raised in 2007 and is part of Gold-
man’s Whitehall family of real-estate
funds. It is only buying out employees.

The mortgage meltdown has
taken its toll on Wall Street; firms
have racked up billions of dollars in
losses. Along the way, they have
been forced to slash thousands of
jobs and reduce the pay of those
who remain. While Wall Street exec-

utives are still extremely well paid—
base salaries range anywhere from
$100,000 at the low end to $750,000
for top executives—most gear their
lifestyles, from expensive homes
and holiday getaways to nannies
and lavish dinners, around the big
bonuses they get.

In 2007, Goldman Chairman and
Chief Executive Lloyd Blankfein
made $67.9 million, including stock
and cash. In 2008, with Goldman fac-
ing losses from the mortgage melt-
down and a broad backlash about
how Wall Street has handled the
credit crisis, he got his base salary
of $600,000, but opted for no bonus.

The bank doled out $10.93 billion
in compensation and benefits, or
$363,654 per employee, in 2008.
That compares with a 2007 payout
of $20.19 billion, or $661,490 per
person.

Compensation comes in various
forms, be it cash, stock options or re-
stricted stock, which comes with
strings that limit when an employee
can sell it.

At Goldman, 40% of the re-
stricted stock an employee gets typi-
cally vests immediately, but it isn’t
delivered for three years. This is
meant to encourage long-term own-
ership in the company and keep em-
ployees in their seats. People who
leave tend to lose their restricted
stock that hasn’t vested.

A Goldman spokesman said the
firm changed the vesting and deliv-
ery schedule of restricted stock so
employees receive it as its vests,
which the bank says is common prac-
tice on Wall Street.

Employees have to work a year
before they get the stock. Previ-
ously, 40% vested immediately, al-
though staff didn’t take delivery of
it for three years.

Now, employees will get their re-
stricted stock in three slugs: one-
third a year after it is granted, and
the remaining two-thirds in each of
the following two years. This week,

those sitting on restricted stock
grants from 2006 and 2007 got the
part that had vested, earlier than
originally promised.

This applies to all employees eli-
gible for restricted stock grants, ex-
cept the firm’s top seven officers, in-
cluding Mr. Blankfein. None of the
seven participated in the Whitehall
buyback.

Employees at Goldman Sachs
have fared better than many on Wall
Street. In 2008, Bear Stearns Cos.
was sold to J.P. Morgan Chase & Co.
for a rock-bottom price, and rival Leh-
man Brothers Holdings Inc. filed for

bankruptcy in September. Employ-
ees receive as much as 70% of their
compensation in stock and were en-
couraged to hold onto it over the
years. As these firms stumbled,
many people didn’t, or couldn’t, sell.

While Mr. Blankfein has likely
managed to save some of his money,
others at Goldman are feeling the
pinch. One Goldman employee who
received his stock this week called it
pennies from heaven. “The shares
may not be worth what they were,
but cash is cash and I am selling im-
mediately,” he said.

In recent weeks, rumors of finan-

cially plagued Goldman partners
have taken on a life of their own.
Goldman co-President and Chief Op-
erating Officer Jon Winkelried put
his $55 million Nantucket vacation
home on the market in 2008,
prompting speculation he may be
low on cash. Mr. Winkelried didn’t
respond to a request for comment.

The bank also has been fending
off rumors that it set up an internal
pawn shop where partners can take
a distressed asset, be it a house or
even a boat, and get cash from Gold-
man. The Goldman spokesman said
this isn’t true.

Employees now will
get one-third of
their restricted
stock after one year.
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Putting latest e-books on your cellphone
Shortcovers, Iceberg
offer apps for use
with iPhone, Touch

By Walter S. Mossberg

Amazon’s Kindle e-book reader
has been a solid success. The device
can access a catalog of over 200,000
digital books, including most current
bestsellers,accordingto Amazon.Its
sharp screen, built-in downloading
and long battery life have overcome a
relatively high price and some poor
hardware-design features.

However, most people aren’t likely
to carry a Kindle ev-
erywhere—it’s too
large to fit in a
pocket and hogs
space in a handbag.

Yettheydototetheircellphonesevery-
where.So,foryears,adedicatedminor-
ityof folks have beenreading books on
smart phones and other pocket de-
vices with relatively large screens.

In recent months, e-book offer-
ings have especially exploded on the
Apple iPhone and iPod Touch,
which, like the Kindle, have excel-
lent screens and an easy and well-or-
ganized system for directly down-
loading content. Apple’s App Store,
which carries everything from
games to business software, has
hundreds of e-book offerings (in ad-
dition to the audio books available
through the iTunes store).

Someofthese e-bookapps,orpro-

grams, constitute just a single book,
while others are digital-reading por-
tals that can access anywhere from a
handful of e-book titles, like the col-
lected works of Shakespeare or the
SherlockHolmestales, to manythou-
sands of titles.

Two of the most popular e-book
appsfor the iPhoneand the Touch are
Stanza and eReader. They are pretty
basic and straightforward, with little
in the way of fancy formatting. But
they get the job done, allowing you to
download tens of thousands of titles
from a variety of sources.

But, as with past cellphone or
PDA e-book systems, most of those
on the iPhone and Touch focus pri-
marily on older, classic, or out-of-
copyright titles, rather than the sort
of current, in-demand titles avail-
able on the Kindle. Some fresher ti-
tles are available, but the selection
of popular books is relatively thin.

Now, two companies are launch-
ing new e-book apps that aim to
bring current, popular, commercial
titles from major publishers to the
iPhone and Touch. And has addi-
tional features, including fancy for-
matting or community tools. I’ve
been testing both.

One, called Shortcovers, is from
the large Canadian bookseller In-
digo Books & Music. Due to show up
in the App Store in the next few
weeks, Shortcovers is a portal to
sampling, buying and reading
books, and will have a companion
Web site. It will allow readers to get
free samples of blogs, magazines
and books—say, the first chapter—

and then buy either the entire work
or other individual chapters or sec-
tions, which the company calls
“shortcovers.”

The second, called Iceberg, is from
an iPhone application developer
called ScrollMotion. Already avail-
able, Iceberg offers each book pack-
agedasanindividualstand-aloneapp,
with rich navigation features.

I found that reading books from
these two services was OK, but not
nearly as satisfying as reading them
on a dedicated, large-screen device
like the Kindle, which also offers
free excerpts. But it was more conve-
nient. I was able to knock off a chap-
ter or a few pages while commuting
or waiting in line. The apps use the
iPhone’s touch features to allow you
to navigate.

Shortcovers is the more ambi-
tious and creative of the two. At
launch, it expects to have 200,000
shortcovers—chapters or other free
excerpts available. About 50,000 of
these also will be available for pur-
chase as full digital titles; the rest

can be ordered as physical books. Of
the digital titles, roughly 15,000 to
20,000 will be older or public-do-
main books, and the rest commer-
cial books. Typical book prices will
be between $10 and $20. If you want
to buy paid shortcovers—say a chap-

ter of a business or travel book—the
typical price will be 99 cents.

The key aim of Shortcovers is to
get people to discover new works.
So it emphasizes community fea-
tures such as rating, tagging and
sharing. It even allows people to
make “mixes” of their favorite
works and to upload their own writ-
ing. The Shortcovers catalog is a ri-
otous mix of classics like “The Three
Musketeers,” current titles like Mal-
colm Gladwell’s “Outliers,” and blog
posts and magazine articles.

Iceberg’s claim to fame is its
handsome appearance. It has just 14
titles available now, including the
“Eragon” fantasy trilogy, and each
must be downloaded as a separate
app, which risks cluttering your
iPhone with icons. The company is
promising thousands of titles even-
tually, and has signed deals with ma-
jor publishers. Prices hover around
$10 or $11, but range to $27.

Books by Iceberg try to preserve
the formatting and pagination of
the printed title, and stress easy
skimming to any page, searching
and annotating. Pages are tinted
and flip with a visual effect that
apes a physical page-turn.

But there are missing features in
both. Iceberg doesn’t allow book-
marking and Shortcovers lacks an-
notation. Neither app allows high-
lighting, or looking up words.

The iPhone isn’t primarily an
e-book reader, and these new apps
still can’t match Kindle’s full cata-
log. But they add yet another dimen-
sion to a very versatile gadget.

Email to mossberg@wsj.com.

Shortcovers, at
left, is a portal
to sampling,
buying and
reading books.
Iceberg, below,
offers each
book packaged
as an individual
stand-alone
app.

Satyam picks auditors
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By Romit Guha

BANGALORE, India—Satyam
Computer Services Ltd. began a
search Wednesday for a new chief ex-
ecutive and new chief financial of-
ficer, while the software exporter’s
board named Deloitte Touche Tohm-
atsu International and KPMG as in-
terim auditors to assess the compa-
ny’s financial health.

The moves come as Satyam at-
tempts to restore confidence amid
revelations of accounts fraud at the
company. Satyam said its new three-
member board is looking to fill the
vacancies resulting from the resigna-
tions of former CEO B. Rama Raju
and former finance chief Srinivas
Vadlamani.

Separately, India’s corporate-af-
fairs minister said a formal auditor
will be named after shareholders’ ap-
proval. The minister, Prem Chand
Gupta, said the government will de-
termine whether it will need to pro-
vide financial assistance to Satyam
based on Deloitte and KPMG’s assess-
ments.

Thenew board had said Monday
it would name new auditors to as-
sess the true financial condition of
Satyam, based in Hyderabad, India.
Satyam is India’s fourth-largest soft-
ware exporter by revenue.

Satyam founder and former
Chairman B. Ramalinga Raju in a
Jan. 7 letter admitted to overstating
profits over several years and creat-
ing a fictitious cash balance of more
than $1 billion. Mr. Raju, his brother
B. Rama Raju and Mr. Vadlamani
have been arrested and are being
held on complaints of cheating, forg-
ery and breach of trust.

A Deloitte spokeswoman in India

declined to comment on the appoint-
ment, while officials at KPMG
couldn’t immediately be reached for
comment.

In a separate statement Wednes-
day, PricewaterhouseCoopers said
its audit opinion on the financial
statements of the software exporter
may be rendered inaccurate and un-
reliable. “The contents of the [chair-
man’s] letter, even if partially accu-
rate, may have a material effect on
the veracity of the company’s finan-
cial statements presented to us dur-
ing the audit period,” it said.

PricewaterhouseCoopers said it
performed audits from the quarter
ended June 30, 2000, through the
quarter ended Sept. 30, 2008.

“We placed reliance on manage-
ment controls over financial report-
ing and the information and explana-
tions provided by the management
and also the verbal and written rep-
resentations made to us during the
course of our audits,” the firm said.

PricewaterhouseCoopers in its
statement advised Satyam’s board
to promptly begin an independent in-
vestigation into the company’s
books, adding it would provide assis-
tance to the new board.

PricewaterhouseCoopers said
the Indian affiliate that handled Sa-
tyam’s accounts is a legally indepen-
dent entity owned by the Indian part-
ners of PricewaterhouseCoopers.

A Sivanarayana, additional direc-
tor general of the criminal-investiga-
tion department of the Andhra
Pradesh police, said Wednesday that
the investigation into Satyam contin-
ues through cooperation with gov-
ernment agencies and regulators.
 —Nisha Gopalan in Hong Kong

contributed to this article.

The 2009MobileWorldCongress offers attendees
the opportunity to help shape the future ofmobility.
This is the place to network with thought leaders
from the world’s most forward-thinking network
operators, equipment manufacturers and mobile
content providers.

Some of the impressive results from the 2008
Congress include:

• Over 54,000 sector professionals
(45% C-Level or higher) in attendance

• Each attendee conducted an average
of 16 business meetings

• Each attendee collected an average
of 18 new business leads

• Countless business deals originated or
progressed during the Congress, 32% of
which were worthmore than 1million € each

Take advantage of the many ways your
company can participate.
Consider attending, exhibiting, sponsoring,
or advertising during the show.
www.mobileworldcongress.com

Join the mobile industry’s
thought leaders as they

define the future!

Vittorio Colao

Chief Executive Officer, Vodafone

Contact us: Tel.+44 (0) 20 8879 2422
E-Mail: registration@mobileworldcongress.com

Platinum Partner Platinum Media Partners Founding Partner

30 THURSDAY, JANUARY 15, 2009 T H E WA L L ST R E ET JOU R NA L .



Glaxo emails on Avandia reveal concern
Scientists worried about risks of heart attacks, even as drug maker challenged similar findings in study

France considers new measures to aid auto companies

French Prime Minister François Fillon, seen here leaving Élysée Palace Wednesday,
said the government would consult with the EU about aiding the auto industry.
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By Alicia Mundy

And Jared Favole

When a study linking Glaxo-
SmithKline PLC’s diabetes treat-
ment Avandia to increased heart-at-
tack risk was published in 2007, the
pharmaceutical giant publicly re-
sponded by denouncing the re-
searchers’ conclusions. But internal
emails indicate some of the compa-
ny’s own scientists were concerned
that Glaxo’s data were showing the
same thing.

“The numbers are the numbers,
the analysis is very similar to our
own,” wrote the company’s senior
consultant in an email days before
the study was published in the New
England Journal of Medicine. He
added that Glaxo couldn’t “under-
mine” the figures but might find a
way to explain them.

The journal’s study, which found
a 43% higher risk of cardiovascular
events for patients taking Avandia,
caused the drug’s sales to plunge. It
also triggered congressional investi-
gations into Glaxo’s marketing of
the drug and the Food and Drug Ad-
ministration’s response to the
safety concerns.

Glaxo added a “black-box” warn-
ing to Avandia in November 2007
that says the drug can cause or exac-
erbate congestive heart failure. The
company and the FDA continue to
say Avandia is a valuable option for
patients when used properly. In a re-
cent interview, Janet Woodcock, di-
rector of the FDA’s drug-review divi-
sion, said Avandia has been “con-
victed without a trial.”

Glaxo also says it didn’t conceal
the fact that it conducted its own
meta-analysis and found a trend
that was similar to that in the New
England Journal study by Cleveland
Clinic cardiologist Steven Nissen. It
points to a letter published in the

Lancet on May 30, 2007, in which
Chief Medical Officer Ronald Krall
said: “GlaxoSmithKline did similar
meta-analyses in 2005 and 2006
and found hazard ratios in the same
direction” as Dr. Nissen. The com-
pany adds that it gave full informa-
tion on its data analyses to the FDA.

A leading Republican senator,
Sen. Chuck Grassley of Iowa, has
been pushing the FDA to ask Glaxo
to withdraw the drug. He is prepar-
ing a report that may be released
soon containing excerpts from
Glaxo documents about the compa-
ny’s efforts to defend its drug from
the New England Journal study, ac-
cording to people familiar with the
situation.

Sen. Grassley’s report is likely
to draw the attention of plaintiffs’
lawyers, who have filed suits on be-
half of about a thousand patients
who are allegedly suffering heart-
related problems after taking
Avandia.

The study by Dr. Nissen for the
New England Journal was supposed
to be kept under wraps until its re-
lease on May 21, but Glaxo obtained
a copy on May 3 from a doctor,

Steven Haffner of the University of
Texas, who was reviewing it for the
medical journal. Dr. Haffner had
been a Glaxo consultant on Avandia
since 2000 and received $433,000
from Glaxo between 2000 and Au-
gust 2007. He confirms giving Glaxo
the study, though he says doing so
was “a terrible mistake.”

Dr. Nissen says that when he was
visited by top Glaxo scientists, in-
cluding the chief medical officer,
just days before publication, they
tried to get him to rethink his con-
cerns. “They never revealed that
they had obtained a copy of our
manuscript and had concluded that
our findings were irrefutable,” he
says. “Instead, they attacked the va-
lidity of the study and the motives
of both the authors and the NEJM.”

As soon as Glaxo got Dr. Nissen’s
draft, its researchers began a de-
tailed analysis, according to the
email excerpts. On May 4, one
wrote, “There is no statistical rea-
son for disregarding the [Nissen]
findings as presented.” Glaxo de-
clined to make employees involved
in the emails available for comment.
The Wall Street Journal hasn’t

viewed the full emails from which
the extracts were drawn.

In a May 8, 2007, email, Moncef
Slaoui, the director of Glaxo re-
search, told several executives:
“FDA, Nissen and GSK all come to
comparable conclusions regarding
increased risk for ischemic events,
ranging from 30% to 43%!”

Glaxo spokeswoman Nancy Pe-
karek says Dr. Slaoui used imprecise
language in his internal email.

Glaxo responded to Dr. Nissen’s
study by putting out interim results
of a study called Record. But there
were questions at Glaxo about
whether putting out the Record re-
sults might backfire. “What’s to
stop [Nissen] adding the events
from Record to his meta-analysis
and reenforcing his view?” one sci-
entist wrote. Nonetheless, Glaxo
sent interim Record results to the
New England Journal for publica-
tion in late May.

The medical journal questioned
the initial draft from Glaxo. “The edi-
tors feel strongly that your data do
not support the statement that the
Record results for MI [myocardial
infarction or heart attack] contra-

dict the Nissen meta-analysis,” said
one reviewer in an email to Glaxo.
“This statement must be removed
or modified.”

The revised draft of the article
was published in the New England
Journal on June 5. It said Avandia
might be linked to increased heart
risks but didn’t increase the likeli-
hood of heart attack or death.

But the medical journal also in-
cluded an editorial by Massachu-
setts General Hospital endocrinolo-
gist David Nathan, who said the
study “fails to provide exculpatory
evidence” about Avandia, in part be-
cause too many patients had
dropped out of the Record trial.

Glaxo says it didn’t disagree with
Dr. Nissen’s data but with his deci-
sion to draw conclusions from the
data.

The FDA is also facing questions
about its handling of Avandia. On
June 6, 2007, at a hearing before Con-
gress on Avandia, the FDA’s commis-
sioner, Andrew von Eschenbach, de-
fended the agency’s refusal to remove
the drug from the market or radically
strengthen its warning label.

But the agency received the com-
pany’s analysis the year before the
New England Journal study’s re-
lease, according to Glaxo emails and
a Glaxo statement Tuesday. The FDA
declined to comment.

Some doctors were worried
early on about cardiac events in
their patients taking Avandia. Doc-
tors at a Maryland hospital told
Glaxo’s predecessor company in
2000 that they saw dozens of cases
of cardiac issues in patients taking
Avandia, including some cases of
congestive heart failure. In a letter
to the hospital, the company dis-
missed the analysis as inconclusive,
and asked a hospital executive to
stop the doctors from talking with
others about Avandia.

CORPORATE NEWS

*Through September                          Source: IMS Health

Fewer prescriptions
Number of prescriptions dispensed in 
the U.S. for diabetes drug Avandia

2003 ’04 ’05 ’06 ’07 ’08*

15

12

9

6

3

0

million

G
et

ty
 Im

ag
es

By Leila Abboud

PARIS—France is considering ad-
ditional measures to help its ailing
automobile industry, such as capital
infusions or loan guarantees to com-
panies including Renault SA and
PSA Peugeot Citroën.

In a TV interview Tuesday night,
French Prime Minister François
Fillon said the government is con-
sidering an increase in aid be-
cause auto makers are “having
trouble accessing the credit they
need at reasonable rates on the
normal financial markets.”

“We’re thinking of measures
that would consist of the state al-
most directly financing big car man-
ufacturers,” said Mr. Fillon. He said
France would consult with the Euro-
pean Union to find ways to avoid
running afoul of EU rules against
subsidizing national industries.

Mr. Fillon’s comments came as
the government prepares to hold a
conference Jan. 20 on ways to pre-
serve the long-term health of
France’s auto industry. Car compa-
nies and their suppliers employ
about 10% of France’s labor force,
but the industry is in a slump as con-
sumers put off spending on big-
ticket items like cars.

Governments all over Europe are

casting around for the most effec-
tive ways to pull their economies
out of a steep downturn using pub-
lic money. Germany on Tuesday
passed its second stimulus package
in two months, a Œ50 billion ($66 bil-
lion) package that includes tax cuts
and infrastructure spending to be
spread over two years. France has in-
troduced a smaller stimulus pack-
age and is pondering further moves.

In December, France made Œ1 bil-
lion in low-interest loans available
to the finance arms of Renault and
Peugeot Citroën, which lend money
to consumers to buy cars. The gov-
ernment also announced that it
would give Œ1,000 to car owners
who replaced vehicles more than 10
years old with new models.

Renault said the replacement bo-
nus led to a 40% jump in its car
sales in France last month, com-
pared with November, and esti-
mated that it would boost 2009
sales in France 5% to 10% from what
they otherwise would have been.
Peugeot Citroën and Renault fi-
nanced an extension of the govern-
ment’s subsidy to people replacing
cars as few as eight years old.

Any new government aid could
come with strings attached. When
President Nicolas Sarkozy an-
nounced the December measures,

he told car makers they shouldn’t
close any factories in France and
should refrain from further out-
sourcing of production to low-cost
countries. Since the French state
owns 15% of Renault, it can influ-
ence management at the company.

Renault and Peugeot Citroën
build nearly two-thirds of their cars
outside France, in places such as Ro-
mania and Russia, as a way to hold

down the costs of their mass-mar-
ket models. Both companies have
temporarily shut down or slowed
production at many of their facto-
ries, including those in France, so as
not to increase their inventories of
unsold cars.

On Wednesday, Renault said it
could lay off as many as 4,000 work-
ers at its Dacia unit in Romania,
which makes low-cost models includ-

ing the big-selling Logane. In Octo-
ber, Renault announced it wanted to
trim its French work force by 4,300
by offering workers buyouts. So far,
only about 980 workers have ac-
cepted. Some analysts welcomed
the prospect of further French gov-
ernment action. Credit Suisse ana-
lysts wrote in a note that the govern-
ment “will not allow the French auto
industry to disappear due to an in-
ability to finance itself.” But credit-
rating company Moody’s Investors
Service put the ratings of both
Renault and Peugeot Citroën “under
review for possible downgrade,” cit-
ing the companies’ deteriorating out-
look for profits and cash generation.

Renault had urged the govern-
ment to help with access to credit.
Patrick Blain, Renault’s director of
sales, said Friday his company needs
about Œ9 billion in short- and me-
dium-term financing annually to
keep operating. Peugeot Citroën
didn’t say how much it needs, and a
representative declined to comment.

Renault’s global sales dropped
4.2% in 2008, while Peugeot Cit-
roën fell 4.9%. Even so, France’s
car market has held up a bit better
than many, shrinking 0.6%, com-
pared with declines of 28% in
Spain, 18% in the U.S and 1.8% in
Germany.
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By Amy Schatz

And Shira Ovide

President-elect Barack Obama’s
choice of Julius Genachowski to lead
the Federal Communications Com-
mission signals that issues affecting
telecommunications and media com-
panies will take a high profile in the
administration.

Mr. Genachowski, one of Mr.
Obama’s Harvard Law School class-
mates, sometime basketball team-
mate and adviser during the presi-
dential campaign, would bring a
background both as a technology-in-
dustry executive and regulator to
the position.

Industry and consumer groups
are scouring a nine-page technology
plan released by the Obama team in
2007 for indications about what Mr.
Genachowski—who masterminded
the plan—might do at the agency.

Mr. Obama pledged in his plan to
revamp government programs to
expand the reach of high-speed In-
ternet service. Mr. Obama also ex-
pressed support for “network neu-
trality,” which prohibits carriers

from moving some Internet traffic
faster at the expense of other traf-
fic. The latter is a contentious issue
for big Internet, cable and phone
companies, as well as start-ups.

Broadcasters are keenly inter-
ested in whether Mr. Genachowski
will take a more moderate approach
to enforcement of indecency stan-
dards. Thousands of complaints
backed up at the FCC over the past
few years after the agency’s tougher
enforcement policies—and multimil-
lion dollar fines—were challenged in
court by broadcasters.

Mr. Obama’s plan advocated us-
ing technology to help “protect our
children while preserving the First
Amendment.” Hollywood and broad-
casters interpreted those state-
ments as code that an Obama FCC
would revert to its pre-Bush-admin-
istration days of restrained enforce-
ment and smaller fines.

Mr. Genachowski’s expected ap-
pointment to the FCC is a homecom-
ing of sorts. He served as the top pol-
icy attorney to former FCC Chair-
man Reed Hundt during the early
years of the Clinton administration,

when it held major cellphone-air-
wave auctions and infuriated broad-
casters by suggesting they pay for
the digital airwaves they now use.

A former Supreme Court clerk for
Justices David Souter and William
Brennan, Mr. Genachowski is de-
scribed as warm, smart and tireless
by former co-workers—“a perpetual

motion machine,” said his former col-
league Dara Khosrowshahi, who now
is chief executive of Expedia Inc.

For the past decade, Mr. Gena-
chowski, 46 years old, has been
out of government serving on cor-
porate boards, working his way up
the ladder at Internet and media
conglomerate IAC/InterActive-
Corp from general counsel to head
of business development and,
later, forming his own venture cap-
ital firm. Mr. Genachowski didn’t
return calls for comment.

“The Obama campaign and ad-
ministration has just lucked onto
the fact that they have someone
this talented,” said IAC founder
Barry Diller.

Industry and consumer groups
were quick to praise Mr. Obama’s
choice Tuesday. The National Asso-
ciation of Broadcasters, which
sparred with Mr. Genachowski dur-
ing his FCC days, called him a “su-
perb” choice, for example. Verizon
Communications Inc. called his se-
lection “a great boost for the na-
tion’s drive to be the world leader in
all things broadband.”

The Obama tech plan called for
the U.S. to increase its definition of
“high speed” Internet and reform a
$7 billion federal phone-subsidy
program to help cover the costs of
offering broadband in rural areas.
It also called for encouraging diver-
sity in media ownership, a signal
that efforts by big media compa-
nies to expand their empires could
face tougher scrutiny.

“I’d say to people who see this
really genial guy, don’t underesti-
mate him. He can be tough when
he needs to be,” said Gigi Sohn,
president of public-interest group
Public Knowledge. She served on a
board that wrote digital-TV public-
interest rules with Mr. Gena-
chowski, who was then at IAC.

Mr. Genachowski, if confirmed,
could become point-man for fixing
the transition to digital-only televi-
sion. All TV stations are supposed to
switch to digital-only broadcasts
nextmonth, butproblems with agov-
ernment coupon program designed
to help consumers get ready for the
switch could prompt Congress to
move the date back to this summer.

Global woes continue
to trump major oil
exporters. Page 32

Can’t do laundry: I’m
working from home
WSJ.com/Juggle

No easy way to guard kids online
Study finds the risks
aren’t too different
from real-world woes
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Obama’s pick for FCC regulatory agency signals change

The Mossberg Solution reviews two new
e-book apps that bring titles from major
publishers to the iPhone and Touch. Page 30

By Emily Steel

T
HERE IS NO simple tech-
nology solution to pro-
tect children from bully-
ing, pornography, sexual
predation and other on-

line threats, a new study says.
The highly anticipated report—

results of a year-long study ordered
by 49 state attorneys general in the
U.S.—found that “a combination of
technologies, in concert with paren-
tal oversight, education, social ser-
vices, law enforcement, and sound
policies by social-network sites and
service providers, may assist in ad-
dressing specific problems that mi-
nors face online,” according to a
draft of the report reviewed by The
Wall Street Journal. The report also
found that the risks that minors
face on the Web—notably bullying
and harassment by peers—aren’t
very different from those they face
in the real world.

The report was issued Wednes-
day by the Internet Safety Technical
Task Force, led by Harvard Universi-
ty’s Berkman Center for Internet
and Society. Task-force members in-
cluded representatives of several
top Internet and security compa-
nies, including News Corp.’s My-
Space, Google Inc., Time Warner
Inc.’s AOL and Facebook Inc. (News
Corp. also publishes the Journal.)

The 278-page report is a boon
for the Web companies, which have

long argued that technology isn’t
the sole solution to the dangers kids
face online. It is a disappointment
for those in favor of stricter techno-
logical controls, such as age-verifi-
cation and filtering tools.

Attorney General Roy Cooper of
North Carolina said in an interview
Tuesday:“Clearly,themainresponsi-
bility is on parents.” But he added
that “because technology companies
are providing this gathering space
and encouraging children to come,
they have a duty to put in place tech-
nologies that can help protect kids.”

As children have made more use
of social-networking sites, a series
of bullying and predation cases has
drawn increasing scrutiny. State at-
torneys general in the past have
harshly criticized MySpace in partic-
ular for not policing its site better.
In 2007, eight states called for

changes at the site. Last year, the 49
attorneys general, led by Richard
Blumenthal of Connecticut and Mr.
Cooper of North Carolina, ordered
MySpace to work with researchers
and other Internet companies to de-
termine how technology could ad-
dress online safety risks.

MySpace Chief Security Officer
Hemanshu Nigam said in a state-
ment that MySpace “fully supports
the key conclusions of the report.”

The group reviewed several dif-
ferent types of technologies, includ-
ing age and identity verification, fil-
tering and auditing, text analysis
and biometrics, and found they
came up short of a comprehensive
way to protect children and teens.
In addition, the report found that de-
ploying these technologies would
be costly and could create broader
privacy and security problems.

At the same time, the report high-
lighted how the sites have made sub-
stantial progress in developing
their own standards to protect mi-
nors. For instance, MySpace agreed
to an array of site-design and policy
changes that included acknowledg-
ing consumer reports of abuse
within 24 hours, giving parents the
right to submit children’s email ad-
dresses to the site for blocking and
automatically making a greater
number of profiles private. My-
Space also uses technology from
Sentinel Tech Holding to eliminate
child predators who establish pro-
files in their own names.

Mr. Blumenthal said these mea-
sures are a step in the right direc-
tion. “We see in our police work, in
the trenches, that young people con-
tinue to be lured and enticed to very
dangerous situations,” he said.
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Julius Genachowski, seen in 2006, is a
former FCC attorney.

By Yuzo Yamaguchi

TOKYO—Toshiba Corp. said that
it is in talks to buy Fujitsu Ltd.’s
hard-disk drive business in a deal
that could make Toshiba the world’s
largest supplier of small hard-disk
drives used in laptop computers.

Fujitsu currently loses money on
the operations, but the purchase,
for an estimated price of as much as
40 billion yen ($448.8 million),
would enable Toshiba to benefit
from economies of scale and gain
the upper hand in price competition
with rivals such as Hitachi Ltd. and
Western Digital Corp.

A deal also would allow Fujitsu to
unload an operation that the com-
pany expects to lose more than 10 bil-
lion yen in the fiscal year ending
March. The sale “will be positive for
Fujitsu as it has planned to solve
[loss-making] problems in its HDD
business,” said Masaharu Sato, an an-
alyst at Daiwa Institute of Research.

Fujitsu has been considering sev-
eral options regarding its HDD busi-
ness and is currently in talks with
several firms, a Fujitsu spokesman
said Wednesday.

The company previously had
been in talks with Western Digital
over the HDD arm’s sale. The Fujitsu
spokesman declined to comment
further on Toshiba’s interest in the
operations.

Hard-disk drives measuring
2.5-inches are used to store data in
electronic products such as laptop
personal computers.
 —Ayai Tomisawa

and Kazuhiro Shimamura
contributed to this article.

Toshiba weighs
acquiring unit
from Fujitsu
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Coca-Cola’s ad campaign aims to comfort
New marketing push
geared to the times;
bears CEO’s stamp

By Betsy McKay

And Suzanne Vranica

Coca-Cola is launching a new glo-
bal ad campaign for its iconic cola,
hoping to appeal to consumers’ long-
ing for comfort and optimism at a
time when the weakening economy
is sapping soft-drink sales.

The new campaign—expected to
feature the slogan “Open Happi-

ness,” according to
people familiar
with the matter—is

the first for the Coca-Cola brand in
three years. The latest slogan re-
places “The Coke Side of Life.”

Print ads in the campaign are ex-
pected to make their debut next
week, and new TV commercials are

expected to air in coming weeks, in-
cluding during the Super Bowl, the
U.S. pro-football championship
game, these people say, though the
commercials are still being finalized.
One spot, called “Heist,” scheduled
to run during the big game, will fea-
ture cute critters in a park abscond-
ing with people’s Cokes, they say.

The campaign grew out of a six-
month initiative dubbed “Project
Next,” which was spearheaded by
Coke’s new chief executive, Muhtar
Kent, and Joe Tripodi, the company’s
global chief marketing officer. Both
executives are seeking to make their
mark on the 123-year-old brand.

Coke, which is known for coining
some of the most memorable slogans
in the ad business, is depending
heavilyonthe newcampaign to jump-
start sales of its flagship product.

Though Coke’s cola volume is
growing in many parts of the world,
it slipped 3.5% in U.S. supermarkets,
convenience stores, drug chains and
similar venues during the first nine
months of 2008, according to Bever-
age Digest. That continued a years-
long decline amid competition from
newer drinks like bottled teas and
enhanced waters. Coke Classic’s
U.S. volume fell about 16% from
1998 through 2007.

Even so, the new campaign is
likely to raise some eyebrows, be-
cause it is replacing the first success-
ful ad push for Coca-Cola in several
years. “The Coke Side of Life” was the
company’s first hit since the “Always”
campaign, which ran from 1993
through 1999.

Coke seemed to hit a sweet spot
in 2006, when it introduced “The
Coke Side of Life.” Several of the
push’s ads, including “Happiness

Factory,” a spot that used animation
to depict a fantasy world inside a
Coke vending machine, won a
Cannes Lion, one of the highest hon-
ors in the ad business.

“Coke finally cracked the code
and got its voice, look and tone
right,” says Allen Adamson, manag-
ing director of WPP’s branding con-
sultancy Landor Associates. “Once
you get it right, you don’t want to
muck with it too much.”

Moreover, in a tough economy,
the stakes are even higher for Coke to
maintainitsimageasabeaconofcom-
fort and optimism, he says. “They
need to stay on the brighter side.”

Coke seems to be taking that sen-
timent to heart. A planned Super
Bowl ad known as “Avatar,” which
will feature a remix of an Elvis song,

is expected to illustrate how people
don’t really talk anymore, thanks to
gadgets like BlackBerrys, a person
familiar with the matter says. In the
spot, a boy enters a diner and sits
next to an ogre. The two reach for a
Coke and, suddenly, the ogre turns
into a pretty girl.

The ads are being created by
Wieden + Kennedy, Portland, Ore.

Coke’s new ad messages are likely
to face some tough competition,
since archrival PepsiCo is rolling out
a new ad push for its flagship Pepsi
brand, after a massive brand over-
haul involving a new ad firm, new
packaging and a slew of new ads.

The “Open Happiness” campaign
is tied to Mr. Kent’s recent efforts to
improve the efficiency of Coke’s mar-
keting. The company is eager to put

the campaign to use on a global basis,
according to people familiar with the
matter. While the “Coke Side of Life”
slogan was global, the campaign
needed a lot of tweaking and reinter-
preting in different parts of the world.

It isn’t known how much Coke
will spend on the new push. It spent
about $406 million on U.S. ads in
2007, according to TNS Media Intel-
ligence.

Mr. Kent is untangling a web of ad
agencies working on multiple ac-
counts for Coke in its global markets,
part of a larger cost-cutting program
the company says will save it as much
as $500 million by the end of 2011.

Coke is currently conducting an
ad review for its Sprite business and
its Vitaminwater brand, according
to people familiar with the matter.

Chrysler expects to reopen factories on schedule

By Patricia Jiayi Ho

And Norihiko Shirouzu

BEIJING—China said it is halv-
ing the sales-tax rate on smaller
cars and cutting retail prices for gas-
oline and diesel, moves that could
help rev up demand for cars after
several months of weakening sales.

The measures, announced
Wednesday, are part of a series of
stimulus measures. Beijing also has
announced interest-rate cuts and
massive new spending plans to coun-
teract growing signs of the spread-
ing economic slowdown.

In 2008, growth in auto sales
slowed to 6.7%, ending a decadelong
run of double-digit sales growth in
the world’s second-largest vehicle
market after the U.S. Vehicle sales in
December alone fell 11.6% from a
year earlier, the fourth monthly de-
cline in five months.

Wednesday’s change will re-
duce the tax rate on certain new-ve-
hicle sales to 5% from the current
10%. The new rate, which takes ef-
fect Tuesday and will be good
through year end, applies to only
vehicles with engine capacity of 1.6
liters or smaller.

It wasn’t clear why the Chinese
government decided to cut the sales
tax on small cars. Experts specu-
lated the move might have been
aimed at helping China’s home-
grown independent auto makers,
which have been hit particularly
hard by the auto market slump since
last summer. Product lineups of
those companies tend to be focused
on smaller cars.

Sales by companies like Chery

Automobile Co., the country’s most
successful independent producer
and marketer of cars without a for-
eign partner, slipped significantly
last year. According to the China As-
sociation of Automobile Manufac-
turers, a semiofficial industry
group, Chery’s sales in 2008 fell
6.6% to 356,000 vehicles. In 2007,
Chery sales had grown nearly 30%.

Daiwa Securities investment ana-
lyst Ricon Xia said the tax cut could
help sales volume to grow by 3% to 6%
this year, whereas it would have been
flat in the absence of the tax break.

To accompany the tax cut, the
government said it will offer five bil-
lion yuan ($732 million) in subsi-
dies from March to encourage rural
residents to replace old vehicles. It
also said the government will im-
prove financing for consumer pur-
chases of vehicles.

Meanwhile, China’s National De-
velopment and Reform Commission
said the country will reduce retail
prices of gasoline and diesel by 2%
to 3%, effective Thursday—the sec-
ond reduction in less than a
month—as international crude
prices have continued to fall.

China’s government has long set
domestic prices for fuel, a system
that led to frequent surpluses and
other problems. Under a fuel-pricing
mechanism introduced Jan. 1, gaso-
line and diesel retail prices are al-
lowed to float as long as they are be-
low the government’s ceiling price.

However, as the retail fuel mar-
ket is dominated by two state-
owned companies, actual retail
prices have been hovering in the up-
per ranges of permissible prices.

“The retail price cut will likely
help boost China’s fuel demand, par-

ticularly that of gasoline, but not to
a large extent, as the cut level is
small,” said Gong Jinshuang, a se-

nior engineer at China National Pe-
troleum Corp.’s Research Institute
of Economics and Technology.

China moves to boost car demand
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China is trying to boost sales of smaller cars by cutting the sales tax. A woman
walks past Chery cars outside a dealership in Changchun city, Jilin province.

By Alex P. Kellogg

DETROIT—Chrysler LLC said it is
on track to reopen its plants by mid-
to late January or early February, as
originally planned.

Chrysler said in December that it
would close all of its 30 plants for at
least a month because of a deep drop
in sales and rising inventories on
dealer lots. The move was intended to
cut costs and pull back on production
at a time when demand for the compa-
ny's vehicles is near a record low.

Halting production lowers an

auto maker's revenue because car
companies book sales when vehicles
are shipped from their plants to
dealer lots. Lower revenue is a seri-
ous problem for Chrysler because the
company nearly ran out of money
this month before the government
granted the company $4 billion in
emergency loans.

In a hastily organized confer-
ence call Wednesday, Chrysler Presi-
dent Tom LaSorda denied reports
that Chrysler is looking to sell some
of its brands, plants or other assets.
“This company is going to be around.

We are not going under,” he said.
Most of the auto maker's U.S.,

Canadian and Mexican auto plants
are scheduled to open Monday or
Tuesday. Its minivan plant in Wind-
sor, Ont., and a small facility in De-
troit that assembles a small num-
ber of sports cars are scheduled to
open Feb. 2.

A spokesman acknowledged
Chrysler’s production plans are un-
der “continuous review” and could
change if auto sales remain weak.

The Big Three auto makers and
their foreign rivals typically shut

some or most of their plants around
the year-end holidays, normally for
two weeks. In the past few years
Chrysler, General Motors Corp. and
Ford Motor Co. have extended their
idle periods into January. This year,
Chrysler closed all its plants.

Ken Elias, an automotive analyst,
said it is unlikely Chrysler will re-
open its plants as scheduled. “The
fact is, there are enough cars on the
ground,” said Mr. Elias, a partner at
the auto consulting firm Maryann
Keller & Associates. “The dealers re-
ally aren’t ordering them.”

Coke’s ‘Happiness Factory’ ad, part of a campaign to be replaced, offered a fantastical peek inside a Coke vending machine.

A history of Coke slogans
1886 - Drink Coca-Cola

1904 - Delicious and Refreshing

1929 - The Pause That Refreshes

1963 - Things Go Better With Coke

1969 - It’s the Real Thing

1976 - Coke Adds Life

1979 - Have a Coke and a Smile

1982 - Coke Is It!

1993 - Always Coca-Cola

2006 - The Coke Side of Life
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Asia’s M&A moment
Region stays solid
as deal flow weakens
in Europe and U.S.

Report shows many funds
closed or merged in 2008

LSE makes senior hires
for its Baikal dark pool

— 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.

Holding up
Asia's flow of deals hasn't slowed to the extent it has elsewhere in the 
world. Regional value of deals in billions of dollars, arranged according 
to the location of the target.

Note: Excludes lapsed and withdrawn deals Source: www.mergermarket.com
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By Liam Vaughan

The volume of mergers and acqui-
sitions in the Asia-Pacific region out-
stripped North America for the first
time during the last quarter, as the
extreme market volatility and short-
age of debt took its toll on what has
traditionally been the largest mar-
ket for M&A.

The value of deals in North Amer-
ica dropped 67% to $100 billion in
the fourth quarter of last year, down
from $302.2 billion in the previous
three-month period. Meanwhile,
the value of transactions involving
an Asia-Pacific target was $100.5 bil-
lion during the same period, mark-
ing the first time the region has sur-
passed the U.S. in terms of value dur-
ing a quarter, according to figures
from data provider mergermarket.

This is the lowest volume for
North American M&A since the first
quarter of 2003 and demonstrates
the extent to which the marketplace
has been hit by volatility, a lack of
available debt financing and the de-
cision by corporations to hoard cash
in anticipation of worsening condi-
tions.

Activity in the Asia-Pacific re-

gion on the other hand remains rela-
tively buoyant, as cash-rich Chinese
and Japanese buyers continue to
take advantage of relative currency
strength to fund domestic and cross-
border transactions.

Four of last year’s 100-largest
deals in the region came in the
fourth quarter, including China’s
sovereign wealth fund’s $19 billion
investment in the Agricultural
Bank of China as part of a broad gov-
ernment plan to recapitalize China’s
Big Four state banks.

The regional difference was
equally pronounced in the middle of
the market, according to data from
Thomson Reuters. U.S. transactions
worth $500 million and below
amounted to $178 billion last year, a

28.4% decline from the previous
year, while Asia-Pacific suffered
only a 6.5% drop.

The Asia-Pacific region also
fared better than the U.S. and Eu-
rope for private-equity activity last
year. The volume of buyouts in Asia
fell 19.9% to 205 in 2008 and the to-
tal value of private equity deals fell
54.4% to $27.3 billion.

Earlier this month, Khiem Do,
chairman of Baring Asset Manage-
ment’s Asia multi-asset team, said
Asia was well positioned to be the re-
gion that will lead the global econ-
omy out of crisis. He said: “The re-
gion has undergone considerable
change following the 1997 financial
crisis and now has a healthy balance
sheet with room to maneuver.”

By Phil Craig

Asset managers in Europe liqui-
dated and merged funds to a dra-
matic extent last year, as the indus-
try embarked on a raft of cost-cut-
ting measures in the wake of falling
revenues and funds under manage-
ment, according to new research.

There were 4,548 share classes
for investment funds that were ei-
ther merged or shut down last year,
up from 3,325 in 2007 and 1,483 in
2006, according to researcher Morn-
ingstar Europe.

Those numbers will most likely
be higher than the actual number
of funds that have shut down. A sin-
gle investment fund will usually
have multiple classes of shares that
they offer investors as ways to in-
vest in their funds, with those
classes reflecting different pricing
structures, or denominated in dif-
ferent currencies for international
investors.

“Consolidation of funds and
firms has already begun, and we ex-
pect the trend to continue in 2009,”
said Christopher Traulsen, director
of fund research for Morningstar Eu-
rope. “The numbers are dramatic,
but a rationalization was long
overdue.”

The research said that the ad-
vent of cross-border fund sales un-
der the Ucits framework , the Eu-
rope-wide regulatory standard for
funds, has led to increased competi-

tion for assets under management
in the European market, but compa-
nies responded, in part, by launch-
ing a range of funds including many
narrowly focused vehicles, and mar-
keting them aggressively.

Mr. Traulsen said: “This kind of
thing often ends badly, as those who
bought into Russia, China, energy or
property funds are now finding, for
example. Indeed, if the current
downturn has any silver lining for
fund investors, it may be that it re-
duces the industry’s orientation to-
ward sales and marketing and refo-
cuses asset managers on delivering
quality investments where they
have a clear ability to add value.”

The research also showed that
new issuance of share classes
dropped in 2008 to 6,132, down
from 7,445 the previous year and
7,299 the year before.

A large number of asset man-
agers are expected to be forced into
consolidation this year, according
to a report released earlier this
month, as financial-services firms
seek strength and safety following a
year of poor returns, deleveraging
and redemptions.

Freeman & Co., a mergers-and-
acquisitions advisory firm, said ear-
lier this month that the value of as-
sets under management changing
hands as a result of mergers in-
creased by almost 20% in 2008,
while acquisitions in the trading
and technology sector surged by
more than a half.

By Vivek Ahuja

London Stock Exchange Group
PLC Wednesday hired a former Insti-
net Inc. executive among the first se-
nior management appointments for
its Baikal dark-pool project since
picking a chief executive for the busi-
ness three months ago.

The appointments of Natan Tief-
enbrun as Baikal’s commercial direc-
tor and LSE executive Chris Rennold-
son as chief operating officer were
announced by the stock-exchange
operator Wednesday.

They are the first senior addi-
tions to Baikal since October, when
John Wilson was named chief execu-
tive of the so-called dark pool,
which is designed to allow partici-
pants to invest in large trades anony-
mously. Baikal was originally
launched as a joint venture with Leh-
man Brothers before the U.S. bank
collapsed in September.

It still needs to finalize technol-
ogy issues and secure regulatory ap-
proval before its full launch, and a
person familiar with a matter said
various technology arrangements
will be announced in the first quar-
ter this year, subject to commercial
agreements being in place. The only
remaining top-level gap is expected
to be filled when a chief technology
officer is hired next month, accord-
ing to a person familiar with the
project.

A spokesman for the LSE said:
“The next range of big Baikal an-
nouncements will be on the technol-
ogy front.”

Mr. Tiefenbrun was most re-
cently chief operating officer of
XConnect, an Internet networking
company, for nearly three years. He
previously spent 13 years at broker
Instinet, where his roles included
president of the company’s interna-
tional division and where he helped
devise a liquidity platform strategy
that evolved into the creation of
Chi-X, according to the LSE’s state-
ment Wednesday.

Mr. Rennoldson has spent seven
years in corporate and business
strategy at the LSE and most re-
cently played a key role in the team
managing the exchange group’s
tie-up with Borsa Italiana.
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General Growth debt woes
Mall giant requests
extensions to avoid
bankruptcy filing

Construction companies
count on Obama outlays

By Kris Hudson

The likelihood of a bankruptcy fil-
ing is looming larger for mall giant
General Growth Properties Inc.,
threatening to overlay the worst re-
tail market in decades with one of the
biggest real-estate bankruptcies ever.

Most immediately, the company
must extend the payment deadlines
of two debts that lenders could call
due a few weeks from now: a $2.6 bil-
lion credit line and a $900 million
mortgage on two Las Vegas malls.
At a meeting with lenders in New
York on Monday, General Growth se-
nior management and advisers out-
lined separate scenarios of the com-
pany operating under bankruptcy-
law protection or instead grappling
with its debt burden outside of bank-
ruptcy court, according to people fa-
miliar with the matter.

A bankruptcy filing isn’t immi-
nent, these people say. Indeed, the
Chicago company last month won
an extension of both loans, giving it
six to eight weeks of breathing
room. On Monday, General Growth
representatives asked the lenders
to extend the deadlines on the
credit line and Las Vegas loans from
Jan. 30 and Feb. 12, respectively, to
March 15, these people say.

Even if General Growth succeeds
in extending those debts further,
the company is facing so many
other loan maturities this year that
some analysts speculate the com-
pany eventually will seek bank-
ruptcy protection. In all, General
Growth has roughly two dozen sepa-
rate loans totaling more than $2 bil-
lion coming due in 2009.

“A bankruptcy filing for [General
Growth] appears the most likely out-
come at this point,” Green Street Ad-
visors Inc. analyst Jim Sullivan wrote
in a research report late last week.

A General Growth representative
declined to comment. At midday
Wednesday, the shares were down
11% at $1.30. The stock is down more
than 96% in the past year.

After the two debts coming due
in coming weeks, the next big due
dates are in March and April, when
General Growth must pay off $600
million in bonds owed by a subsid-
iary that holds the malls that Gen-
eral Growth added in its 2004 acqui-
sition of rival Rouse Co. General

Growth executives told lenders Mon-
day that, if the company fails to per-
suade those bondholders to extend
the bonds’ payment date, the com-
pany won’t have enough cash flow
to both pay off those bonds and
meet its interest payments on other
debt in the second quarter, people fa-
miliar with the talks say.

At the meeting, Chief Executive
Adam Metz, President Thomas No-
lan and advisers explained that, in
bankruptcy court, General Growth
would save money by forgoing inter-
est payments on its unsecured debt
but would also incur costs from the
bankruptcy process and big tax bills
if it liquidates its holdings.

At the Monday meeting were rep-
resentatives of 10 banks put on an
advisory committee to represent
the 180 lenders in General Growth’s
$2.6 billion credit facility. Among
them are Eurohypo AG, Bank of
America Corp., Wachovia Corp., Em-
igrant Savings Bank, Crédit Agri-
cole SA’s Caylon investment-bank-
ing unit and Citigroup Inc.

General Growth’s prospects also
are clouded by maneuvering by its
scores of lenders trying to improve
or protect their positions in case of
a bankruptcy filing. Several Rouse
bondholders became the latest
group to hire lawyers to protect
their interests, hiring Paul, Weiss,
Rifkind, Wharton & Garrison LLP.

The biggest intra-creditor fight
has pitted Citigroup against the six
other lenders holding the mort-
gages on the two Las Vegas malls
that originally were due Nov. 28.
New details have recently emerged
on that battle.

Citigroup was fighting the others
because it also is a lender on the $2.6
billion unsecured credit facility, ac-
cording to people familiar with the
matter. The bank was worried that
in a bankruptcy, there wouldn’t be
enough money to repay that facility.
To keep that from happening, Citi-
group wanted to ensure that General
Growth didn’t pay off separate credi-
tors, namely the Rouse bondholders,
by selling or refinancing malls to
which the credit-line lenders would
eventually have a claim, the people
say. In the negotiations over extend-
ing the deadline on the $900 million
Las Vegas mortgage, Citigroup with-
held its approval until General
Growth agreed to several restric-
tions on what it could do with its as-
sets, the people say.

In mid-December, General
Growth acquiesced to Citigroup,
agreeing in principle to far-reach-
ing restrictions during the term of
the extension, these people say.
This caused friction with the other
lenders. They ended up cutting a
similar deal with General Growth
but excluding Citigroup.

Rio Tinto selects next chairman

By Jonathan Karp

As the economy slowed last year,
the commercial-building unit of Ko-
kosing Construction Co. had $130
million in projects—a year’s worth
of revenue for the division—halted
in a three-week stretch. But now,
with the prospect of a massive pub-
lic-spending package by the Obama
administration, the Ohio-based con-
tractor is out recruiting workers.

“I told my managers that based on
the expectation of a stimulus plan, we
should continue interviewing people
at colleges, hoping to have work for
them by the time they graduate in the
spring,” says Brian Burgett, president
and chief executive of Kokosing, a
family-owned firm in Fredericktown,
Ohio, that has built highways and in-
dustrial facilities for half a century.

After a rough year on the ground
and in the stock market, engineer-
ing and construction companies are
eager for the financial tap to be re-
opened. As the incoming administra-
tion assembles its stimulus plan,
many contractors are lobbying hard
for projects that will spend money
fast rather than focusing on longer-
term environmental and smart-
growth policy goals.

That is largely because the indus-
try has had steep job losses and fore-
sees more bloodletting this year un-
less the government applies shock
treatment to the economy. In Decem-
ber, construction accounted for
101,000 lost jobs, or nearly one-fifth
of all U.S. jobs, capping a year in
which the sector shed 632,000 jobs,
according to the Bureau of Labor Sta-
tistics. Employment in nonresidential
and heavy-engineering construction
shrank by 7% and 9%, respectively.

The Associated General Contrac-
tors of America, the country’s larg-
est trade association of nonresiden-
tial builders, recently polled its
members and found that, barring a
change in the business climate, ex-
pected layoffs could cut construc-
tion employment by 30% this year.

If a stimulus package included
funding for infrastructure, how-
ever, about 85% of the survey’s re-
spondents said they wouldn’t lay off
workers and would hire more.

The contractors association has
submitted a white paper to the presi-
dential transition team and to Con-
gress that outlines the economic bene-
fits for all types of infrastructure and
emphasizes road and bridge work.

Mr. Burgett of Kokosing, who
hopes to add fresh college gradu-
ates to his payroll, notes that Ohio
has identified $1 billion in highway
projects that could be started by
June. Repairs to a bridge in Cleve-
land and upgrading an Interstate

highway junction, not to mention
the state’s crumbling sewer lines,
mean that “there is just an immense
amount of work,” he says.

Highlighting the industry’s hold-
ing pattern, though, Mr. Burgett has
put all equipment orders on hold un-
til the stimulus package clarifies the
environment. Typically, he orders
$35 million of equipment a year.

Stephen Sandherr, chief executive
of the contractors association, says
there are about $64 billion of ap-
proved “shovel ready” transportation
projects. The imperative to spend big
and spend fast creates a potential
clash between some contractors and
proponents of environmentally
friendly policies that President-elect
Barack Obama espouses. “If the objec-
tive is to get things out quickly…it
would be counterproductive to add
smart-growth requirements to any of
these projects,” Mr. Sandherr says.

The public-relations battle is on
for portraying major infrastructure
projects—whether or not they are
part of the stimulus plan—in the
greenest possible light. Shaw
Group Inc., a Baton Rouge, La., engi-
neering firm, has attracted inves-
tors’ interest after firming up a $4
billion nuclear power-plant
contract.

“With the importance that is be-
ing placed on developing new
sources of clean energy, we are antici-
pating a nuclear renaissance that will
assist in reinvigorating the U.S. econ-
omy,” says Gentry Brann, director of
corporate communications at Shaw.

Contractors point out that their
work is often subject to increasingly
stringent environmental regula-
tions. “A lot of the stimulus [spend-
ing] will go to projects that are
green at some level,” says J. Doug
Pruitt, chairman and chief executive
of Sundt Cos. in Tempe, Ariz.

David Goldberg, communica-
tions director for Transportation
for America, a nonprofit coalition of
transit, housing and urban-plan-
ning groups, counters that “the real
issue is whether we are creating
more car dependence and oil depen-
dence.” He and other smart-growth
advocates agree that road and
bridge repair can be an effective use
of quick stimulus money.

“We also want to make sure that
for the longer term, we give our-
selves a minute to think about the in-
frastructure we need for the post-
oil-dependent economy,” he says.

In addition to highway mainte-
nance, Transportation for America
supports funding mass-transit au-
thorities to preserve jobs and invest-
ment in rail, bicycle and pedestrian fa-
cilities that expand transportation
options.

Mizner Park mall in Boca Raton, Fla., is one of more than 200 shopping centers in
the U.S. that are owned by General Growth Properties.

CORPORATE NEWS

By Jeffrey Sparshott

LONDON—Rio Tinto said Jim
Leng, deputy chairman of Tata Steel
Ltd. of India, will succeed Paul Skin-
ner as chairman of the Anglo-Austra-
lian mining company in April.

Mr. Skinner’s current term ex-
pires at the end of 2009, but Rio
Tinto said he would formally step
down April 20, at the company’s an-
nual general meeting. Mr. Skinner,
who became chairman in 2003, led
the mining company through its de-
fense against BHP Billiton’s hostile
bid, which ended late last year when
BHP walked away from the offer.

“After the termination of the
BHP Billiton preconditional offers
for the group, and the identification
of a well-qualified successor, now is

a good time for me to announce my
decision to stand down,” Mr. Skin-
ner said.

Mr. Skinner, 64 years old, has
been mentioned as a potential succes-
sor to BP PLC Chairman Peter Suther-
land. BP declined to comment.

Mr. Leng, 63, is deputy chairman
of Tata Steel Ltd. and chairman of
Tata Steel Europe. He joined the In-
dian company in 2006 when it ac-
quired Anglo-Dutch steelmaker
Corus, where he had been chairman.

“I look forward to working
closely with Chief Executive Tom Al-
banese and his team as we steer the
company through the challenges of
the current economic climate and
beyond,” Mr. Leng said.

Mr. Leng is set to take over as
chairman the day Mr. Skinner steps

down. He joined Rio Tinto’s board
Wednesday as chairman designate
and a nonexecutive director.

The board change is the second
this week at Rio Tinto. Monday, the
company said Dick Evans, chief exec-
utive of aluminum division Rio
Tinto Alcan, planned to retire and
leave the board on April 20.

Jacynthe Côté, currently presi-
dent and chief executive of Rio
Tinto Alcan’s primary metal unit,
will take over as chief executive and
will join Rio Tinto’s executive com-
mittee.

Rio Tinto has been troubled by
the heavy debt load it took on when
it bought Canada’s Alcan Inc. for
$38.1 billion in October 2007. BHP
Billiton cited Rio’s debt as one rea-
son for dropping its bid.
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Deconstruction?
Contractors hope a stimulus package in the U.S. will reverse falling construction 
spending and employment

Total construction spending,
in billions

Year-to-year change in number 
of construction employees*
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.60 $25.41 –0.58 –2.23%
Alcoa AA 32.20 9.03 –0.52 –5.45%
AmExpress AXP 15.40 17.83 –1.16 –6.11%
BankAm BAC 154.40 10.20 –0.45 –4.23%
Boeing BA 6.90 41.20 –1.26 –2.97%
Caterpillar CAT 15.80 39.35 –2.05 –4.95%
Chevron CVX 13.60 69.69 –2.13 –2.97%
Citigroup C 485.00 4.53 –1.37 –23.22%
CocaCola KO 12.50 42.62 –1.40 –3.18%
Disney DIS 14.80 20.80 –0.40 –1.89%
DuPont DD 10.60 23.88 –1.33 –5.28%
ExxonMobil XOM 44.60 75.10 –2.82 –3.62%
GenElec GE 95.00 14.11 –0.83 –5.56%
GenMotor GM 12.70 3.85 –0.17 –4.23%
HewlettPk HPQ 17.80 35.39 –0.44 –1.23%
HomeDpt HD 19.60 21.91 –0.60 –2.67%
Intel INTC 67.90 13.08 –0.59 –4.32%
IBM IBM 8.20 83.19 –2.15 –2.52%
JPMorgChas JPM 69.90 25.91 –0.44 –1.67%
JohnsJohns JNJ 15.40 57.95 –0.89 –1.51%
KftFoods KFT 12.50 27.99 –0.83 –2.88%
McDonalds MCD 14.60 57.33 –1.99 –3.35%
Merck MRK 9.80 27.82 –0.62 –2.18%
Microsoft MSFT 79.00 19.09 –0.73 –3.68%
Pfizer PFE 42.20 17.24 –0.35 –1.99%
ProctGamb PG 14.80 57.86 –1.61 –2.71%
3M MMM 4.00 55.04 –1.21 –2.15%
UnitedTech UTX 5.40 50.03 –0.77 –1.52%
Verizon VZ 17.60 30.56 –0.94 –2.98%
WalMart WMT 19.20 51.56 –0.56 –1.07%

Dow Jones Industrial Average P/E: 18
LAST: 8200.14 t 248.42, or 2.94%

YEAR TO DATE: t 576.25, or 6.6%

OVER 52 WEEKS t 4,266.02, or 34.2%

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

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

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

Swiss Reins  498 –26 –103 –143 Rhodia "1,154" 36 –55 –116

Aegon N.V. 312 –14 –57 –88 Endesa SA 469 37 –4 –100

Prudential PLC 505 –8 –68 4 Stora Enso  454 38 –22 –109

Fresenius SE 349 –8 2 –27 ENEL S.p.A 487 44 1 –115

Contl AG 1050 –7 –133 –282 Alliance Boots  650 46 –1 –93

Credit Suisse  158 –6 –7 –34 Seat Pagine Gialle SpA "1,306" 48 –144 –345

Nokia Oyj 102 –4 –31 –48 Gecina "1,355" 54 –36 –278

AXA 148 –4 –32 –68 ArcelorMittal Fin "1,042" 76 –357 –371

TelefonAB L M Ericsson  345 –3 –55 –76 Norske Skogindustrier ASA "1,170" 133 33 –159

ENI S.p.A. 100 –3 –24 –40 Glencore Intl AG "1,263" 181 –681 "-1,532"

Source: Markit Group

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

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

Sanofi-Aventis France Pharmaceuticals $84.3 48.69 2.03% –23.5% –35.6%

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals 106.3 169.20 0.36 –14.4 –13.6

Bayer Germany Specialty Chemicals 43.7 43.47 –0.96% –28.4 25.2

Tesco U.K. Food Rtlrs & Wholesalers 39.6 3.47 –1.42 –17.0 10.0

France Telecom France Fixed Line Telecom 65.5 19.05 –1.53 –23.1 –1.3

Royal Bk of Scot U.K. Banks $23.9 0.42 –18.40% –87.3 –91.4

Barclays U.K. Banks 17.3 1.42 –14.35 –68.6 –75.7

Siemens Germany Diversified Industrials 50.9 42.31 –12.04 –55.4 –40.3

Rio Tinto U.K. General Mining 20.2 13.80 –11.25 –70.4 –50.5

Soc. Generale France Banks 24.2 31.70 –10.94 –64.3 –67.1

...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

Astrazeneca 57.3 27.08 –1.56% 17.8% 1.1%
U.K. (Pharmaceuticals)
Novartis 123.4 52.20 –1.60 –14.8 –28.0
Switzerland (Pharmaceuticals)
Vodafone Grp 115.2 1.36 –2.05 –24.5 10.2
U.K. (Mobile Telecom)
Diageo 36.6 9.11 –2.25 –10.5 9.6
U.K. (Distillers & Vintners)
Nestle 134.6 39.30 –2.72 –18.0 1.4
Switzerland (Food Products)
Deutsche Telekom 58.7 10.23 –2.85 –32.2 –23.7
Germany (Mobile Telecom)
Intesa Sanpaolo 38.5 2.47 –2.95 –51.4 –45.2
Italy (Banks)
Unilever 38.7 17.16 –3.16 –23.1 –9.8
Netherlands (Food Products)
Assicurazioni Genli 32.9 17.74 –3.27 –42.9 –29.9
Italy (Full Line Insurance)
ENI 86.5 16.41 –3.30 –31.3 –32.8
Italy (Integrated Oil & Gas)
Telefonica 93.5 15.09 –3.33 –30.3 20.0
Spain (Fixed Line Telecom)
L.M. Ericsson Tel B 20.4 57.70 –3.35 –24.2 –56.3
Sweden (Telecom Equipment)
British Amer Tob 51.2 17.39 –3.44 –8.2 39.5
U.K. (Tobacco)
GlaxoSmithKline 103.8 12.49 –3.48 –5.3 –13.4
U.K. (Pharmaceuticals)
Total 117.2 37.56 –3.95 –31.1 –30.8
France (Integrated Oil & Gas)
Iberdrola 39.0 5.94 –4.35 –39.6 5.7
Spain (Conventional Electricity)
Allianz SE 40.0 67.11 –4.40 –52.8 –46.5
Germany (Full Line Insurance)
Royal Dutch Shell 88.5 18.95 –4.70 –28.8 –29.6
U.K. (Integrated Oil & Gas)
Daimler 31.5 24.84 –4.77 –56.1 –42.6
Germany (Automobiles)
Nokia 51.7 10.34 –5.05 –55.5 –32.2
Finland (Telecom Equipment)

E.ON 68.1 25.87 –5.06% –45.6% –10.3%
Germany (Multiutilities)
GDF Suez 89.7 31.08 –5.13 –21.4 20.2
France (Multiutilities)
BP 147.0 4.89 –5.19 –13.3 –25.8
U.K. (Integrated Oil & Gas)
BASF 29.1 24.06 –5.42 –49.6 –24.1
Germany (Commodity Chemicals)
SAP 41.9 25.99 –5.44 –22.3 –30.5
Germany (Software)
BNP Paribas 38.5 32.07 –5.66 –56.2 –53.6
France (Banks)
Banco Bilbao Vizcaya 37.2 7.54 –6.10 –48.7 –49.8
Spain (Banks)
ABB 28.3 13.61 –6.91 –47.1 1.5
Switzerland (Industrial Machinery)
UniCredit 28.3 1.61 –7.15 –71.0 –71.7
Italy (Banks)
ArcelorMittal 33.4 17.50 –7.31 –59.5 ...
Luxembourg (Iron & Steel)
Banco Santander 64.2 6.10 –7.72 –49.1 –40.8
Spain (Banks)
HSBC Hldgs 103.0 5.89 –8.01 –21.9 –37.6
U.K. (Banks)
BHP Billiton 37.5 11.55 –8.55 –17.9 17.0
U.K. (General Mining)
Credit Suisse Grp 27.2 25.70 –8.61 –56.8 –63.6
Switzerland (Banks)
Koninklijke Philips 17.7 13.31 –8.81 –48.5 –48.3
Netherlands (Consumer Electronics)
Deutsche Bk 16.6 22.09 –9.00 –72.9 –73.4
Germany (Banks)
UBS 35.7 13.62 –9.20 –67.2 –76.5
Switzerland (Banks)
ING Groep 20.1 7.34 –9.34 –71.0 –73.8
Netherlands (Life Insurance)
Anglo Amer 25.2 12.93 –9.52 –52.3 –35.6
U.K. (General Mining)
AXA 35.6 12.94 –10.82 –50.1 –50.0
France (Full Line Insurance)

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 -0.42% 1.10% 1.9% 1.0% -5.9%
Event Driven -0.31% 0.90% -11.7% 0.8% -25.6%
Distressed Securities -3.20% -5.10% -20.5% -1.6% -36.5%

*Estimates as of 01/13/09, 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 1.69 97.82% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.82 93.43 0.02 5.57 2.16 3.71

Europe Crossover: 10/1 9.78 86.37 0.06 11.20 5.74 8.66

Asia ex-Japan IG: 10/1 3.07 95.44 0.02 6.63 1.99 3.60

Japan: 10/1 2.91 93.81 0.02 3.75 1.58 2.62

 Note: Data as of January 13

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.

Europe, Middle East & Africa: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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By Vanessa O’Connell

Reeling from the sharp drop in
sales of luxury goods, upscale re-
tailer Neiman Marcus Group Inc.
is laying off 375 people, represent-
ing 3% of its work force.

The Dallas-based retailer,
which operates 40 Neiman Marcus
stores and New York luxury empo-
rium Bergdorf Goodman, also said
in a regulatory filing Tuesday that
it will make interest payments for
some senior notes due in 2015 by
issuing more debt instead of pay-
ing cash—exercising a “pay-
ment-in-kind” option to cover in-
terest payments due from Jan. 15
through April 14.

Burt Tansky, chief executive of
Neiman Marcus, said at an indus-
try conference Monday that the
market for luxury goods has
changed dramatically in the past
several months and the company
doesn’t know how it will shake out
eventually.

“The affluent customer, unfor-
tunately, doesn’t need anything.
They can—and are—shopping in
their closets and bragging about it
to me,” Mr. Tansky said. “We are
bracing ourselves for 2009 and
2010,” adding that “none of us
knows what the customer will
want going forward. We are in a
transition period.”

His comments echo those of
other luxury-goods retailers.

The layoffs—across all divi-
sions of Neiman Marcus, including
Bergdorf Goodman, catalog and In-
ternet divisions—illustrate how
the current recession is dealing
blows to some of the strongest
names in the luxury-goods indus-
try. Last week, Neiman Marcus re-
ported a 31.2% plunge in December
sales at stores open at least a year,
excluding its catalog and online di-
vision. Its catalog and Internet

unit had a 9.2% drop in sales in the
five weeks ended Jan. 3.Only a
year ago, there was speculation
that Neiman Marcus’s private-eq-
uity owners were considering an
IPO of the luxury department store
chain. Neiman Marcus Group was
bought by Texas Pacific Group and
Warburg Pincus LLC for $5.1 bil-
lion in 2005, amid a prolonged
spending spree by wealthy shop-
pers.

Other luxury retailers also are
coming under new pressure. Bar-
neys New York, a high-end chain of
department stores and boutiques,
saw its ratings get downgraded by
Moody’s in November, after the rat-
ings firm cited an “increased prob-
ability of default” on its $280 mil-
lion in debt. A Barneys spokes-
woman declined to comment, as
did David Jackson, chief executive
of Istithmar of Dubai, which owns
Barneys New York.

Neiman Marcus plans
375 layoffs amid slump

By Rachel Dodes

Apparel maker Liz Claiborne
Inc. warned of a fourth-quarter
loss, signaling that suppliers to
many retail chains will be sharing
the pain of deep discounts trig-
gered by the worst consumer
spending slump in decades.

Claiborne, which also operates
its own stores, said Tuesday its
fourth-quarter loss could be as
much as 15 cents a share because of
markdowns and sluggish sales. It
had previously forecast earnings
of 19 cents to 24 cents a share.

Claiborne’s warning comes as
retailers and their suppliers are en-
gaged in tense negotiations over
“markdown money,” or the
amount that suppliers provide to
help retailers cover their shortfall
in profits resulting from discount-
ing. The talks are set to conclude
by Jan. 31, the end of the fiscal year
for most retailers.

“It was a very promotional sea-
son,” Claiborne Chief Executive
William McComb said, describing
the discounting atmosphere as
“Russian roulette.” Once depart-
ment stores marked things down,
he said, Claiborne also cut prices
at some of its own retail stores. Mr.
McComb declined to comment on
his negotiations with retailers.

Susan Kellogg, chief executive
at designer Elie Tahari, contended
that some retailers slashed prices
too early. She said monthly sales at
the brand’s own retail stores re-
mained positive early in the sea-
son even though they didn’t dis-
count as much as other stores that
sell the label.

Jones Apparel Group Inc. Chief

Executive Wes Card predicted that
margins will be lower across the in-
dustry because markdowns were
taken so early in the season. Mr. Card
said that some of Jones’s brands
were affected more than others.

Investors on Tuesday initially
were cheered by news that Clai-
borne had successfully renegoti-
ated its credit facility, reducing its
size to $600 million from $750 mil-
lion and extending it to May 2011.
But shares reversed course, finish-
ing off about 8%, or 23 cents, at
$2.74 in 4 p.m. composite trading
on the New York Stock Exchange.
The stock was trading at $2.45 late
Wednesday afternoon.

Speaking on Tuesday at the Na-
tional Retail Federation’s annual
convention, Peter J. Solomon,
chairman of the boutique invest-
ment bank Peter J. Solomon Co.,
said he is advising clients to
“worry about nothing else for the
next year” than maintaining ade-
quate liquidity.

Claiborne’s new credit agree-

ment came at a steep cost. It will
pay lenders Libor plus 500 basis
points, compared with the old rate
of Libor plus 95 basis points.

The apparel maker and many of
its competitors have tried in re-
cent years to reduce their depen-
dence on department stores by
opening their own network of
stores. Still, Claiborne’s “direct
brands” unit, which sells apparel
and accessories at 600 retail
stores fared much worse this year
than in the past.

Another factor hurting apparel
makers is that off-price retailers,
such as TJX Cos., that typically buy
excess inventory from apparel mak-
ers are offering much lower prices
and even turning away goods amid
a glut in supply. Jerry Politzer,
chief executive officer of retailer
Loehmann’s, for instance, said it
has negotiated better prices and
has declined merchandise over the
past three months.
 —Jennifer Saranow

contributed to this article.

Claiborne projects loss
Apparel suppliers
feel pain as stores
discount heavily

The retailer will cut jobs in all divisions,
including its 40 Neiman Marcus stores.

CORPORATE NEWS

Claiborne CEO William McComb described the discounting atmosphere as
‘Russian roulette.’ Customers shopped at a Juicy Couture store in Denver last fall.
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Bringing Universities and Businesses Together

Books for Brains
15 management books to win

To win a copy of “The King of
Madison Avenue”, email us
your full contact details with
“King” in the subject field.
Reply by noon CET, January
28, ’09 to the address below.

Winners will be informed
by email.

For rules and responses contact: gert.vanmol@dowjones.com

WSJE, Sciences Po and
APCO Worldwide present:

Debate

Between
Georges Ugeux,

Former VP NY Stock Exchange

and
Philippe de Fontaine

Vive Curtaz,
VP European Investment Bank

16 January, 16.30 - 18.30
Marriott, Paris, Rive Gauche

3 seats available for
WSJE readers

The Wall Street Journal Europe is
read every day by 27,000 students at 180 top

business schools and university campuses across
Europe, a program supported by

THE/FUTURE LEADERSHIP/INSTITUTE

Port of Antwerp
Is now a major partner of

The Wall Street Journal Europe
Future Leadership Institute

The Port of Antwerp is delighted to become a major partner of The Wall Street Journal
Europe’s Future Leadership Institute, which aims to bring universities and businesses

closer together through a range of partnerships and initiatives.

The Port of Antwerp is one of the largest, most efficient ports in Europe and is a major
employer in the Benelux region. The launch of its Saeftinghe Development to create
opportunities for cargo handling, logistics, industry and a possible tidal dock is set to
attract considerable investment and expertise to the area, resulting in state-of-the-art

facilities and further employment.

More information can be found on www.portofantwerp.com/sda
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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.

3.70% 9 World -a % % 161.47 –2.95% –41.8% 5.84% 10 U.S. Select Dividend -b % % 536.54 –2.44% –32.9%

% Global Dow 1045.60 –0.60% –35.8% 1469.34 –0.18% –42.2% 4.69% 13 Infrastructure 1231.20 –0.67% –29.6% 1553.23 –0.25% –36.5%

4.79% 9 Stoxx 600 192.90 –4.36% –42.0% 189.62 –4.45% –48.0% 2.58% 5 Luxury 577.80 –1.09% –37.9% 648.22 –0.67% –44.0%

4.82% 9 Stoxx Large 200 210.10 –4.47% –42.1% 205.42 –4.55% –48.1% 2.76% 6 BRIC 50 244.80 1.09% –52.3% 308.85 1.52% –57.0%

4.66% 10 Stoxx Mid 200 165.70 –3.79% –41.3% 161.97 –3.88% –47.3% 3.74% 3 Africa 50 562.80 0.75% –48.7% 472.63 1.18% –53.8%

4.52% 10 Stoxx Small 200 100.60 –3.80% –43.4% 98.35 –3.89% –49.2% 7.28% 4 GCC % % 1223.29 0.26% –58.7%

4.91% 8 Euro Stoxx 211.60 –4.40% –44.4% 208.07 –4.49% –50.2% 4.41% 9 Sustainability 652.10 –2.37% –36.8% 722.45 –2.77% –43.5%

4.91% 8 Euro Stoxx Large 200 227.60 –4.57% –45.2% 222.33 –4.66% –50.9% 2.91% 10 Islamic Market -a % % 1400.21 –2.76% –37.2%

4.87% 9 Euro Stoxx Mid 200 191.90 –3.51% –40.1% 187.45 –3.60% –46.3% 3.18% 10 Islamic Market 100 1484.00 –1.37% –24.1% 1666.49 –1.77% –32.2%

5.03% 11 Euro Stoxx Small 200 113.00 –3.76% –42.1% 110.29 –3.85% –48.1% 3.18% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1134.20 –3.66% –58.8% 1277.79 –3.74% –63.1% 2.82% 12 Wilshire 5000 % % 8591.86 –2.41% –37.6%

7.23% 7 Euro Stoxx Select Div 30 1290.10 –4.14% –57.0% 1458.97 –4.23% –61.5% % DJ-AIG Commodity 116.50 –1.79% –33.8% 111.33 –1.88% –40.7%

*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 1.5121 2.2067 1.3524 0.1796 0.0475 0.2100 0.0170 0.3873 1.9912 0.2673 1.2164 ...

 Canada 1.2431 1.8142 1.1118 0.1476 0.0391 0.1726 0.0140 0.3184 1.6370 0.2197 ... 0.8221

 Denmark 5.6575 8.2565 5.0601 0.6719 0.1778 0.7855 0.0637 1.4491 7.4503 ... 4.5511 3.7416

 Euro 0.7594 1.1082 0.6792 0.0902 0.0239 0.1054 0.0085 0.1945 ... 0.1342 0.6109 0.5022

 Israel 3.9040 5.6975 3.4918 0.4636 0.1227 0.5421 0.0439 ... 5.1412 0.6901 3.1405 2.5819

 Japan 88.8500 129.6677 79.4687 10.5515 2.7926 12.3369 ... 22.7587 117.0066 15.7050 71.4745 58.7609

 Norway 7.2020 10.5105 6.4415 0.8553 0.2264 ... 0.0811 1.8448 9.4842 1.2730 5.7935 4.7630

 Russia 31.8165 46.4330 28.4571 3.7784 ... 4.4178 0.3581 8.1497 41.8991 5.6238 25.5945 21.0418

 Sweden 8.4206 12.2890 7.5315 ... 0.2647 1.1692 0.0948 2.1569 11.0891 1.4884 6.7739 5.5690

 Switzerland 1.1181 1.6317 ... 0.1328 0.0351 0.1552 0.0126 0.2864 1.4724 0.1976 0.8994 0.7394

 U.K. 0.6852 ... 0.6129 0.0814 0.0215 0.0951 0.0077 0.1755 0.9024 0.1211 0.5512 0.4532

 U.S. ... 1.4594 0.8944 0.1188 0.0314 0.1389 0.0113 0.2561 1.3169 0.1768 0.8044 0.6613

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 366.50 4.00 1.10% 816.00 305.50
Soybeans (cents/bu.) CBOT 971.50 unch. unch. 1,653.50 779.25
Wheat (cents/bu.) CBOT 574.25 3.50 0.61 1,275.00 471.00
Live cattle (cents/lb.) CME 86.825 –0.750 –0.86% 119.200 82.400
Cocoa ($/ton) ICE-US 2,398 –87 –3.50 3,228 1,884
Coffee (cents/lb.) ICE-US 114.65 –0.10 –0.09 181.60 102.15
Sugar (cents/lb.) ICE-US 11.43 –0.10 –0.87 15.85 9.89
Cotton (cents/lb.) ICE-US 46.00 –0.23 –0.50 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,884.00 54 2.95 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,751 –47 –2.61 1,861 992
Robusta coffee ($/ton) LIFFE 1,950 –9 –0.46 2,747 1,580

Copper (cents/lb.) COMEX 148.75 –5.95 –3.85 398.40 125.50
Gold ($/troy oz.) COMEX 808.80 –11.90 –1.45 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1047.50 –20.50 –1.92 2,122.50 8.50
Aluminum ($/ton) LME 1,486.00 2.00 0.13 3,340.00 1,463.50
Tin ($/ton) LME 11,400.00 200.00 1.79 25,450 9,750
Copper ($/ton) LME 3,314.00 154.00 4.87 8,811.00 2,815.00
Lead ($/ton) LME 1,154.00 59.00 5.39 3,460.00 870.00
Zinc ($/ton) LME 1,261.00 51.00 4.21 2,840.00 1,065.00
Nickel ($/ton) LME 10,455 35 0.34 33,600 9,000

Crude oil ($/bbl.) NYMEX 44.19 –0.58 –1.30 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4620 –0.0506 –3.35 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.2037 0.0143 1.20 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.972 –0.189 –3.66 14.169 4.820
Brent crude ($/bbl.) ICE-EU 47.62 0.18 0.38 150.53 38.80
Gas oil ($/ton) ICE-EU 457.50 –19.50 –4.09 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 14
Per In

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

Argentina peso-a 4.5446 0.2200 3.4510 0.2898

Brazil real 3.1236 0.3201 2.3720 0.4216

Canada dollar 1.6370 0.6109 1.2431 0.8044
1-mo. forward 1.6376 0.6107 1.2435 0.8042

3-mos. forward 1.6376 0.6107 1.2435 0.8042
6-mos. forward 1.6360 0.6112 1.2423 0.8050

Chile peso 820.43 0.001219 623.00 0.001605
Colombia peso 2945.79 0.0003395 2236.92 0.0004471

Ecuador US dollar-f 1.3169 0.7594 1 1
Mexico peso-a 18.5963 0.0538 14.1213 0.0708

Peru sol 4.1502 0.2410 3.1515 0.3173
Uruguay peso-e 30.565 0.0327 23.210 0.0431

U.S. dollar 1.3169 0.7594 1 1
Venezuela bolivar 2.83 0.353634 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9912 0.5022 1.5121 0.6614
China yuan 9.0009 0.1111 6.8349 0.1463

Hong Kong dollar 10.2147 0.0979 7.7566 0.1289
India rupee 63.9026 0.0156 48.5250 0.0206

Indonesia rupiah 14618 0.0000684 11100 0.0000901
Japan yen 117.01 0.008547 88.85 0.011255

1-mo. forward 116.95 0.008550 88.81 0.011260
3-mos. forward 116.85 0.008558 88.73 0.011270

6-mos. forward 116.66 0.008572 88.59 0.011288
Malaysia ringgit-c 4.7046 0.2126 3.5725 0.2799

New Zealand dollar 2.4369 0.4104 1.8505 0.5404
Pakistan rupee 103.508 0.0097 78.600 0.0127

Philippines peso 62.065 0.0161 47.130 0.0212
Singapore dollar 1.9680 0.5081 1.4945 0.6691

South Korea won 1783.08 0.0005608 1354.00 0.0007386
Taiwan dollar 43.794 0.02283 33.255 0.03007
Thailand baht 45.999 0.02174 34.930 0.02863

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

Euro zone euro 1 1 0.7594 1.3169

1-mo. forward 1.0012 0.9988 0.7603 1.3153

3-mos. forward 1.0027 0.9973 0.7614 1.3133

6-mos. forward 1.0047 0.9953 0.7629 1.3108

Czech Rep. koruna-b 27.063 0.0370 20.551 0.0487

Denmark krone 7.4503 0.1342 5.6575 0.1768

Hungary forint 278.79 0.003587 211.71 0.004724

Norway krone 9.4842 0.1054 7.2020 0.1389

Poland zloty 4.1732 0.2396 3.1690 0.3156

Russia ruble-d 41.899 0.02387 31.817 0.03143

Sweden krona 11.0891 0.0902 8.4206 0.1188

Switzerland franc 1.4724 0.6792 1.1181 0.8944

1-mo. forward 1.4719 0.6794 1.1177 0.8947

3-mos. forward 1.4706 0.6800 1.1167 0.8955

6-mos. forward 1.4680 0.6812 1.1147 0.8971

Turkey lira 2.1366 0.4680 1.6225 0.6164

U.K. pound 0.9024 1.1082 0.6852 1.4594

1-mo. forward 0.9032 1.1072 0.6858 1.4581

3-mos. forward 0.9040 1.1062 0.6864 1.4568

6-mos. forward 0.9048 1.1052 0.6871 1.4555

MIDDLE EAST/AFRICA

Bahrain dinar 0.4965 2.0143 0.3770 2.6526

Egypt pound-a 7.2825 0.1373 5.5300 0.1808

Israel shekel 5.1412 0.1945 3.9040 0.2561

Jordan dinar 0.9337 1.0710 0.7090 1.4104

Kuwait dinar 0.3766 2.6551 0.2860 3.4965

Lebanon pound 1985.23 0.0005037 1507.50 0.0006634

Saudi Arabia riyal 4.9392 0.2025 3.7506 0.2666

South Africa rand 13.4501 0.0743 10.2135 0.0979

United Arab dirham 4.8373 0.2067 3.6733 0.2722

SDR -f 0.8712 1.1479 0.6615 1.5117

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 600 192.87 –8.79 –4.36% –2.0% –42.0%

 9 DJ Stoxx 50 2010.28 –95.26 –4.52 –2.7% –41.4%

 8 Euro Zone DJ Euro Stoxx 211.63 –9.75 –4.40 –5.0% –44.4%

 8 DJ Euro Stoxx 50 2298.46 –112.82 –4.68 –6.2% –44.1%

 5 Austria ATX 1676.49 –74.77 –4.27 –4.2% –57.1%

 7 Belgium Bel-20 1890.27 –72.75 –3.71 –1.0% –50.3%

 7 Czech Republic PX 838.8 –20.7 –2.41 –2.3% –46.6%

 9 Denmark OMX Copenhagen 232.32 –13.46 –5.48 2.7% –40.4%

 8 Finland OMX Helsinki 5207.77 –208.37 –3.85 –3.6% –49.3%

 7 France CAC-40 3052.00 –145.89 –4.56 –5.2% –41.6%

 10 Germany DAX 4422.35 –214.59 –4.63 –8.1% –40.8%

 … Hungary BUX 12484.53 –55.75 –0.44 2.0% –47.5%

 2 Ireland ISEQ 2495.55 –144.31 –5.47 6.5% –61.4%

 6 Italy S&P/MIB 18763 –692 –3.56 –3.6% –48.8%

 4 Netherlands AEX 247.32 –13.42 –5.15 0.6% –46.5%

 6 Norway All-Shares 265.98 –9.91 –3.59 –1.6% –44.8%

 17 Poland WIG 26228.65 –791.66 –2.93 –3.7% –43.2%

 10 Portugal PSI 20 6278.14 –217.10 –3.34 –1.0% –45.5%

 … Russia RTSI 591.34 –29.66 –4.8% –6.4% –73.4%

 7 Spain IBEX 35 8692.7 –364.6 –4.03 –5.5% –37.1%

 15 Sweden OMX Stockholm 194.70 –9.50 –4.65 –4.7% –37.7%

 11 Switzerland SMI 5378.81 –155.52 –2.81 –2.8% –31.5%

 … Turkey ISE National 100 25055.71 –1053.01 –4.03 –6.7% –49.0%

 8 U.K. FTSE 100 4180.64 –218.51 –4.97 –5.7% –29.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 90.87 0.93 1.03% –2.9% –37.4%

 … Australia SPX/ASX 200 3687.0 32.4 0.89 –0.9% –36.5%

 … China CBN 600 15993.18 636.24 4.14 8.3% –62.9%

 8 Hong Kong Hang Seng 13704.61 36.56 0.27 –4.7% –44.0%

 10 India Sensex 9370.49 299.13 3.30 –2.9% –52.8%

 … Japan Nikkei Stock Average 8438.45 24.54 0.29 –4.8% –37.5%

 … Singapore Straits Times 1764.72 2.90 0.16 0.2% –42.3%

 11 South Korea Kospi 1182.68 14.97 1.28 5.2% –30.6%

 10 AMERICAS DJ Americas 211.63 –8.29 –3.77 –6.4% –39.6%

 … Brazil Bovespa 38128.74 –1415.49 –3.58 1.5% –35.2%

 12 Mexico IPC 20567.24 –480.06 –2.28 –8.1% –25.1%

*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 13, 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* 220.17 –1.36%–45.4% –45.4%

3.80% 11 World (Developed Markets) 889.42 –1.46%–44.0% –44.0%

3.40% 11 World ex-EMU 104.51 –1.20%–42.2% –42.2%

3.70% 11 World ex-UK 889.23 –1.35%–43.3% –43.3%

4.80% 9 EAFE 1,190.74 –3.37%–47.2% –47.2%

4.10% 8 Emerging Markets (EM) 550.89 –0.42%–55.8% –55.8%

5.40% 8 EUROPE 70.56 –1.36%–44.6% –44.6%

6.20% 7 EMU 133.77 –2.88%–52.2% –52.2%

5.60% 9 Europe ex-UK 77.34 –1.43%–44.5% –44.5%

7.40% 6 Europe Value 78.51 –1.85%–48.2% –48.2%

3.60% 11 Europe Growth 61.62 –0.90%–41.0% –41.0%

5.40% 7 Europe Small Cap 105.98 –1.90%–50.8% –50.8%

4.50% 4 EM Europe 164.94 0.43%–65.7% –65.7%

5.10% 6 UK 1,305.73 –0.62%–32.0% –32.0%

5.60% 8 Nordic Countries 99.61 –2.40%–51.7% –51.7%

3.50% 3 Russia 424.16 –0.33%–71.8% –71.8%

4.50% 10 South Africa 576.28 –2.91%–19.2% –19.2%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 236.00 –1.49%–55.4% –55.4%

2.80% 12 Japan 504.04 –4.95%–46.4% –46.4%

3.10% 10 China 37.42 –2.49%–56.2% –56.2%

1.80% 10 India 347.64 –0.86%–59.3% –59.3%

2.70% 9 Korea 322.36 1.11%–37.6% –37.6%

8.50% 8 Taiwan 170.81 2.28%–48.9% –48.9%

2.80% 15 US BROAD MARKET 950.26 0.34%–40.4% –40.4%

2.20% 53 US Small Cap 1,193.22 0.98%–39.9% –39.9%

4.00% 9 EM LATIN AMERICA 2,138.79 0.55%–51.4% –51.4%

*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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CORPORATE NEWS

By Jonathan Cheng

HONG KONG—Watchmaker
Swatch Group AG plans to open as
many as 15 retail stores in Hong Kong
and Macau this year, a vote of confi-
dence that the appetite for luxury
goods among mainland Chinese con-
sumers will continue to grow even as
the country’s economy slows.

“Our belief in the future of this
market is quite strong, and there’s
no hesitation to continue to in-
vest,” said Kevin Rollenhagen,
greater China president of Swatch’s
Omega brand, and the managing di-
rector for Swatch in Hong Kong.
“The consumer mood has shifted.
It’s no longer as excessive as it was
last year, but people in China still
have money.”

The new Hong Kong and Macau
stores may include as many as five
Omega shops, but are also expected
to focus on other brands from
Swatch’s portfolio such as
Longines, Rado, Blancpain and
Breguet, as well as the mass-pro-
duced, lower-end Swatch brand. All
the stores, which Mr. Rollenhagen
said were planned after the global
economic weakness became evi-
dent, will operate under Swatch’s di-
rect management.

Mr. Rollenhagen says that while
watch purchases by Hong Kong resi-
dents are down as much as 60%,
those declines are offset by tourists

visiting from mainland China, who
he says account for as much as 80%
of the company’s Hong Kong sales.

In another sign of Swatch’s grow-
ing interest in the China market, the
company is also committing 300 mil-
lion yuan ($43.9 million) for a new
flagship store on Shanghai’s his-
toric Bund, Mr. Rollenhagen said.

Omega was an official sponsor of
Beijing’s Olympic Games this past
summer, and is a sponsor for Shang-
hai’s World Expo in 2010. In a bid to
promote its image among Chinese
consumers, Omega signed mainland
Chinese actress Zhang Ziyi as a glo-
bal spokeswoman in mid-December,
putting her alongside George
Clooney, Nicole Kidman and
Michael Phelps.

Luxury-goods retailers have been
flocking to China in recent years,
hoping to tap the appetites of an ex-
panding class of wealthy consumers
while offsetting slowing growth in
more mature Western markets.

Mr. Rollenhagen acknowledged
that salary growth is slowing in
China, forcing consumers to read-
just their spending. But he expects
consumer confidence to rebound by
the second half of 2009, arguing
that even with tough times ahead,
China is still predicted to maintain
annual GDP growth of at least 6%.

“Among Chinese consumers, no
one is talking of recession,” he said.
“The short-term risk is the uncer-
tainty: Will I have a job next year? If
so, life goes on.”

Swatch expands in China
Stores in Hong Kong,
Macau, Shanghai
show faith in market

Arcandor reports flat net sales

GLOBAL BUSINESS BRIEFS

Fresnillo PLC

London-listed Mexican silver
miner Fresnillo PLC said it is slash-
ing its capital expenditure and explo-
ration budget but that it remains on
the hunt for acquisitions within the
battered mining sector. The world’s
biggest primary silver producer
trimmed its expenditure and explo-
ration budget by about $25 million,
to $245 million, for 2009 because of
the tougher economic environment.
However, with about $240 million in
cash, the miner is still looking for
deals similar to its recent $25 mil-
lion acquisition of the Noche Buena
gold deposit and its $178.8 million of-
fer for the 80% of MAG Silver Corp.
it doesn’t already own. Fresnillo
also reported a 2.4% drop in fourth-
quarter silver production but record
output for the full year.

SAS AB

Scandinavian airline operator
SAS AB said it reached an agree-
ment with trade unions that will re-
sult in cutting staff costs by about
1.5 billion Swedish kronor, or about
$181 million, a year. SAS said about
a third of the cost cuts will come
from lower salaries, while two-
thirds are linked to fewer working
hours, daily expenses, pensions and
insurance. The pilots, the chief exec-
utive and other members of group
management will refrain from sal-
ary increases in 2009 and some sala-
ries will be reduced by 6%, the com-
pany said. Meanwhile, SAS said
board members have cut their fees
by 6%. The agreement was the re-
sult of talks held between the com-
pany and trade unions since Novem-
ber. “The negotiations were inten-
sive and constructive,” Chief Execu-
tive Mats Jansson said.

Zavvi

The administrator of British
DVD, CD and games retailer Zavvi
said Wednesday it will close 18 more
stores, resulting in 353 job losses.
Joint Administrator Tom Jack said
the store closures are a result of fall-
ing stock levels. Despite more than
70 expressions of interest in the
company, an offer has yet to be
made for the store portfolio as a
whole, he said. Administrator Ernst
& Young said it will continue to
trade the remaining 74 U.K. Zavvi
stores, with a view to selling all or
part of the business as a going con-
cern. It said it remains optimistic
that current sale negotiations will
prove successful and that a sale can
be achieved. Last week 22 Zavvi
stores were closed, resulting in 178
job losses and further discounts at
remaining stores.

Sw
at
ch

Tourists visiting from mainland China account for as much as 80% of Swatch’s
Hong Kong sales, such as those at this Omega flagship store on Canton Road.

—Compiled from staff
and wire service reports.

By Allison Connolly

FRANKFURT—German retail and
travel company Arcandor AG said
net sales for its fiscal first quarter
were nearly flat in a “difficult market
environment.”

Arcandor said preliminary net re-
tail sales from its Karstadt depart-
ment-store unit and Primondo home-
shopping segment totaled Œ2.57 bil-
lion ($3.39 billion) in the three
months ended Dec. 31.

“The figures are better than
feared,” UniCredit analyst Volker
Bosse said Wednesday. “It’s only an in-
crease of 0.1%. But nevertheless, it’s a
slight development compared with
last year, which, considering the dete-
riorating macroeconomic environ-
ment, is not too bad.”

The company, formerly called
KarstadtQuelle, has shifted its focus
to its Thomas Cook travel business to
be less dependent on its Karstadt de-

partment stores. Thomas Cook gener-
ates 60% of Arcandor’s annual sales
and 90% of its operating profit. The
company has discussed reducing its
stake in Karstadt but has ruled out
selling the chain.

Arcandor said the Karstadt seg-
ment, including food and restau-
rants, generated Œ1.35 billion in
sales in the fiscal first quarter, re-
sults the company called “stable”
with a year earlier. Sales for the de-
partment-store business alone came
in at Œ1.27 billion, an increase of
0.1%. Adjusted sales for the Pri-
mondo home-shopping unit also
rose 0.1%, to Œ1.22 billion.

Karstadt’s rival Kaufhof, owned by
Metro AG, Tuesday reported a 1.3%

decline in fourth-quarter comparable
sales, saying its Christmas perform-
ance was on par with the year earlier.

Arcandor’s stock took a battering
last year shedding nearly 85% of its
value. So far this year, Arcandor
shares are down about 30%. Arcan-
dor shares fell 18 European cents to
close at Œ2.20 Wednesday.

Separately, French supermarket
chain Casino Guichard-Perrachon &
Cie. posted a 9.3% increase in fourth-
quarter revenue, boosted by perform-
ance in South America and Asia. Ca-
sino, France’s second-largest retailer
by market capitalization, after Carre-
four SA, said net sales for the quarter
stood at Œ7.67 billion, compared with
Œ7.02 billion a year earlier.

EADS

European commercial-aircraft
builder Airbus Wednesday said that
its planned A350 XWB wide-bodied
aircraft program is on schedule but
that hurdles remain. “The program is
on track, though it is very challeng-
ing,”saidChiefOperatingOfficerFab-
rice Bregier. The A350 is planned to
make its maiden flight in early 2012
and enter into service with customer
airlines by mid-2013. It will be avail-
ableinthreeconfigurationstoaccom-
modate as many as 350 passengers
and has a range of as many as 8,300
miles. So far, Airbus, a unit of Euro-
pean Aeronautic Defence & Space
Co.,has booked478orders for the air-
craft from 29 airlines. It estimates
that there’s a potential market of
5,000 aircraft. Airbus is investing
about Œ10 billion ($13 billion) in the
A350program,saidMr.Bregier.Thefi-
nancingwillcomefrom Airbusaswell
asindustrialpartnersontheprogram.

Gold Fields Ltd.

Gold Fields Ltd., one of Africa’s
largest producers of the metal,
named Paul Schmidt as chief finan-
cial officer, a position he has held on
an acting basis since May. The move
is part of a shake-up of the Johannes-
burg company’s senior management
over the past year. Former Chief Ex-
ecutive Ian Cockerill stepped down
in April after six years in the post, to
be succeeded by then-Chief Finan-
cial Officer Nick Holland. The ap-
pointment of Mr. Schmidt, with 18
years of industry experience, was ef-
fective Jan. 1. “Over the past eight
months, Paul has acted with distinc-
tion in the role,” said Mr. Holland.
Mr. Schmidt was promoted to Gold
Fields’s corporate office as financial
manager in 1999 and to financial con-
troller in April 2003.

By Robb M. Stewart

JOHANNESBURG—Impala Plati-
num Holdings Ltd. said it was
walking away from its 21.2 billion
rand ($2.1 billion) bid for smaller
Northam Platinum Ltd. and its ma-
jority owner, dealing a further
blow to consolidation in the plati-
num industry.

“Due to the current global eco-
nomic climate as well as the ongo-
ing volatility in commodity and eq-
uity prices, the parties have not
been able to agree on exchange ra-
tios,” the companies said.

The announcement came hours af-
ter Northam warned that net profit
for its fiscal first half ended Dec. 31 is
likely to have dropped as much as 50%
because of higher operating costs.

Talks between Impala Plati-
num, Northam and investment con-
cern Mvelaphanda Resources Ltd.
were announced in September, fol-
lowing March’s record-high plati-
num prices. Spot prices for plati-
num group metals have since
fallen sharply.

In October, Anglo-Swiss miner
Xstrata PLC walked away from a
$10 billion offer for Lonmin PLC,
the world’s third-largest producer
of the metal behind Anglo Plati-
num Ltd. and Implats.

“Although the near-term out-
look for the platinum sector re-
mains challenging, the parties con-
tinue to believe in the long-term
fundamentals of the industry,” Im-
plats said.

Impala scraps bid for Northam

Fiat SpA

Marketing executive picked
to be CEO of Alfa Romeo

Fiat SpA named Sergio Cravero
chief executive of Alfa Romeo Auto-
mobiles, in a move aimed at helping
the auto maker better face market
challenges. Mr. Cravero, who had
been serving as head of marketing,
also has experience in engineering,
the company said Wednesday. He suc-
ceeds Luca De Meo who resigned Mon-
day. Mr. De Meo was Fiat’s chief mar-
keting officer and head of the Alfa
Romeo and Abarth brands. Fiat Chief
Executive Sergio Marchionne said in
a written statement that the move is
part of a reorganization that will give
Fiat Group Automobiles “a much
leaner and more flexible structure, in-
creasing its ability to take advantage
of new business opportunities and fur-
ther reducing response times.”

Hypo Real Estate Holding AG

The German government is con-
sidering taking a stake in Germany’s
embattled Hypo Real Estate Hold-
ing AG, in a move similar to its pur-
chase of about 25% of Com-
merzbank AG, a lawmaker from Ger-
many’s ruling grand coalition said
Wednesday. “I can confirm that
there are such considerations, to
take a stake similar to Com-
merzbank,” said Otto Bernhardt, a
lawmaker from the Christian Demo-
cratic Union and the party’s finan-
cial-policy spokesman. “A decision
is imminent.” The move comes as
Germany, Europe’s biggest econ-
omy, unveiled a second rescue pack-
age to support its economy. The gov-
ernment last week said it would
take a 25%-plus-one-share stake in
Commerzbank.

Tata Motors Ltd.

British luxury-car maker Jaguar
Land Rover said it will cut 450 jobs
because of a severe drop in demand.
The company, part of Tata Motors
Ltd. of India, said it plans to shed
about 15% of its managers—some
300 posts—and a further 150 sala-
ried agency staff from its global
work force of about 15,000 people.
Managers won’t receive bonuses
this year and management pay in-
creases have been deferred to Oct. 1
at the earliest. The car maker al-
ready reduced head count late last
year by seeking some 500 voluntary
departures and cutting agency sup-
port staff by about 850. Chief Execu-
tive David Smith said the cuts were
a response to “the unavoidable im-
pact of the credit crunch and a se-
vere reduction in demand.” The com-
pany wants the U.K. government to
provide loans or loan guarantees.

Executive Travel Program

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

www.accessmba.com
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Siberian Investment Co EE EQ IRL 12/31 USD 16.23 –81.6 –81.6 –52.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/13 EUR 25.35 –3.4 –64.3 –38.2
MP-TURKEY.SI OT OT SVN 01/13 EUR 19.47 –0.3 –60.9 –30.0

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 1.4 –35.6 –17.4
Parex Caspian Sea Eq EU EQ LVA 01/13 EUR 2.34 11.4 –74.6 NS
Parex Eastern Europ Bd EU BD LVA 01/13 USD 8.84 1.4 –35.6 –17.4
Parex Russian Eq EE EQ LVA 01/13 USD 8.66 0.0 –72.8 –37.9

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 01/14 USD 105.33 –5.0 –54.1 –21.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/14 USD 101.07 –5.0 –54.6 –22.2
PF (LUX)-Biotech-Pca OT EQ LUX 01/13 USD 288.51 1.2 –15.9 –1.5
PF (LUX)-CHF Liq-Pca CH MM LUX 01/13 CHF 124.03 0.0 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/13 CHF 93.62 0.1 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/13 EUR 118.27 0.2 –43.7 –26.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/13 USD 78.83 –3.1 –40.1 –16.6
PF (LUX)-East Eu-Pca EU EQ LUX 01/13 EUR 140.03 4.9 –72.1 –41.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/14 USD 89.90 –3.5 –60.1 –25.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/14 USD 296.32 –2.6 –58.8 –25.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/13 EUR 78.31 2.4 –39.3 –24.0
PF (LUX)-EUR Bds-Pca EU BD LUX 01/13 EUR 370.87 –0.7 1.6 0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/13 EUR 282.23 –0.7 1.6 0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/13 EUR 126.80 1.5 –4.2 –2.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/13 EUR 89.15 1.5 –4.2 –2.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/13 EUR 97.09 7.7 –30.2 –19.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/13 EUR 56.29 7.7 –30.2 –19.4
PF (LUX)-EUR Liq-Pca EU MM LUX 01/13 EUR 134.77 0.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/13 EUR 97.13 0.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/13 EUR 313.23 2.4 –45.0 –28.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/13 EUR 103.50 2.3 –40.1 –27.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/13 USD 192.02 1.4 –4.8 0.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/13 USD 130.63 1.4 –4.8 0.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/13 USD 12.64 –1.5 –45.1 –26.6
PF (LUX)-Gr China-Pca AS EQ LUX 01/14 USD 202.90 –4.6 –49.9 –16.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/14 USD 186.53 –2.7 –65.7 –24.1
PF (LUX)-Jap Index-Pca JP EQ LUX 01/14 JPY 7784.00 –4.4 –41.2 –30.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/14 JPY 6973.08 –4.5 –43.5 –35.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/14 JPY 6804.83 –4.5 –43.9 –35.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/14 JPY 3735.99 –4.8 –40.8 –33.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/14 USD 153.98 –2.7 –49.7 –20.2
PF (LUX)-Piclife-Pca CH BA LUX 01/13 CHF 694.30 0.7 –16.2 –10.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/13 EUR 43.54 –1.4 –37.0 –26.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/13 USD 22.98 0.6 NS NS
PF (LUX)-Security-Pca GL EQ LUX 01/13 USD 70.91 –0.8 –29.0 –17.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/13 EUR 334.93 2.6 –40.1 –27.4
PF (LUX)-US Eq-Ica US EQ LUX 01/13 USD 78.92 –3.3 –36.3 –18.9
PF (LUX)-USA Index-Pca US EQ LUX 01/13 USD 70.01 –3.4 –36.8 –20.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/13 USD 527.84 –0.5 10.3 9.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/13 USD 387.31 –0.5 10.3 9.2
PF (LUX)-USD Liq-Pca US MM LUX 01/13 USD 130.26 0.1 2.3 3.4
PF (LUX)-USD Liq-Pdi US MM LUX 01/13 USD 85.05 0.0 2.3 3.4
PF (LUX)-Water-Pca GL EQ LUX 01/13 EUR 107.05 3.9 –26.5 –16.3
PF (LUX)-WldGovBds-Pca GL BD LUX 01/13 USD 160.23 –2.8 6.5 9.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/13 USD 132.63 –2.8 6.5 9.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/14 USD 38.12 –8.2 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 01/13 USD 7.70 –1.8 –40.7 –26.5
Japan Fund USD JP EQ IRL 01/14 USD 14.11 –3.9 –14.2 –11.1

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 01/13 EUR 560.39 –0.5 –38.2 NS
Core Eurozone Eq B EU EQ IRL 01/13 EUR 651.28 –1.0 NS NS
Euro Fixed Income A EU BD IRL 01/13 EUR 1127.94 –0.4 –10.5 –5.8
Euro Fixed Income B EU BD IRL 01/13 EUR 1197.21 –0.3 –9.9 –5.3
Euro Small Cap A EU EQ IRL 01/13 EUR 874.39 3.1 –45.1 –34.3
Euro Small Cap B EU EQ IRL 01/13 EUR 931.23 3.2 –44.8 –33.9
Eurozone Agg Eq A EU EQ IRL 01/13 EUR 497.53 0.1 –44.9 NS
Eurozone Agg Eq B EU EQ IRL 01/13 EUR 710.93 0.1 –44.6 –27.4
Glbl Bd (EuroHdg) A GL BD IRL 01/13 EUR 1217.67 1.7 –6.6 –2.5
Glbl Bd (EuroHdg) B GL BD IRL 01/13 EUR 1285.04 1.7 –5.9 –1.9
Glbl Bd A EU BD IRL 01/13 EUR 1034.48 5.5 2.4 –1.5
Glbl Bd B EU BD IRL 01/13 EUR 1095.00 5.5 3.0 –0.9
Glbl Real Estate A OT EQ IRL 01/13 USD 618.30 –7.2 –47.6 –33.3
Glbl Real Estate B OT EQ IRL 01/13 USD 633.75 –7.2 –47.3 –32.9
Glbl Real Estate EH-A OT EQ IRL 01/13 EUR 585.46 –6.7 –46.0 –34.2
Glbl Real Estate SH-B OT EQ IRL 01/13 GBP 55.18 –6.9 –45.6 –33.3
Glbl Strategic Yield A EU BD IRL 01/13 EUR 1176.37 4.1 –20.4 –10.9
Glbl Strategic Yield B EU BD IRL 01/13 EUR 1251.54 4.1 –19.9 –10.4
Japan Equity A JP EQ IRL 01/13 JPY 9819.00 –5.0 –43.1 –31.7
Japan Equity B JP EQ IRL 01/13 JPY 10405.00 –5.0 –42.8 –31.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/13 USD 1225.64 –4.7 –51.9 –22.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/13 USD 1300.46 –4.7 –51.6 –21.7
Pan European Eq A EU EQ IRL 01/13 EUR 730.65 1.7 –43.2 –27.4
Pan European Eq B EU EQ IRL 01/13 EUR 774.41 1.7 –42.9 –27.0
US Equity A US EQ IRL 01/13 USD 648.45 –3.1 –41.2 –22.2
US Equity B US EQ IRL 01/13 USD 690.14 –3.1 –40.8 –21.8
US Small Cap A US EQ IRL 01/13 USD 961.16 –4.4 –39.5 –23.9
US Small Cap B US EQ IRL 01/13 USD 1023.81 –4.4 –39.1 –23.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/14 SEK 62.51 3.9 –42.5 –27.9
Choice Japan Fd JP EQ LUX 01/14 JPY 43.09 –4.2 –41.2 –32.0
Choice Jpn Chance/Risk JP EQ LUX 01/14 JPY 43.29 –3.3 –47.5 –32.6
Choice NthAmChance/Risk US EQ LUX 01/14 USD 2.78 –0.7 –43.2 –24.3
Europe 2 Fd EU EQ LUX 01/14 EUR 0.69 –0.1 –49.5 –31.0
Europe 3 Fd EU EQ LUX 01/14 GBP 2.76 –7.8 –40.0 –19.3
Global Chance/Risk Fd GL EQ LUX 01/14 EUR 0.49 5.3 –32.7 –23.0
Global Fd GL EQ LUX 01/14 USD 1.61 –3.5 –42.7 –23.2
Intl Mixed Fd -C- NO BA LUX 01/14 USD 21.89 –4.7 –32.3 –15.0
Intl Mixed Fd -D- NO BA LUX 01/14 USD 15.45 –4.7 –32.3 –13.8
Wireless Fd OT EQ LUX 01/14 EUR 0.10 3.4 –44.4 –23.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/14 USD 4.40 –2.8 –49.7 –20.9
Currency Alpha EUR -IC- OT OT LUX 01/14 EUR 10.96 0.4 6.5 NS
Currency Alpha EUR -RC- OT OT LUX 01/14 EUR 10.91 0.4 6.1 NS
Currency Alpha SEK -ID- OT OT LUX 01/14 SEK 106.05 0.4 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/14 SEK 120.36 0.4 6.1 NS
Generation Fd 80 OT OT LUX 01/14 SEK 6.50 1.8 –26.8 NS
Nordic Focus EUR NO EQ LUX 01/14 EUR 50.01 0.2 –44.0 NS
Nordic Focus NOK NO EQ LUX 01/14 NOK 59.14 0.2 –44.0 NS
Nordic Focus SEK NO EQ LUX 01/14 SEK 58.78 0.2 –44.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/14 USD 1.35 –2.6 –40.8 –23.7
Ethical Global Fd GL EQ LUX 01/14 USD 0.58 –5.0 –43.8 –24.8
Ethical Sweden Fd NO EQ LUX 01/14 SEK 27.22 –5.3 –34.0 –22.4
Europe Fd EU EQ LUX 01/14 USD 1.52 0.7 –40.7 –23.8
Index Linked Bd Fd SEK OT BD LUX 01/14 SEK 13.08 0.1 2.9 4.3
Medical Fd OT EQ LUX 01/14 USD 2.80 –2.2 –28.6 –12.3
Short Medium Bd Fd SEK NO MM LUX 01/14 SEK 9.17 0.1 3.1 3.0
Technology Fd OT EQ LUX 01/14 USD 1.55 –0.6 –40.0 –21.3
World Fd NO BA LUX 01/14 USD 1.52 –8.3 –41.5 –17.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/14 EUR 1.27 0.1 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/14 SEK 21.60 0.2 2.8 2.9
Short Bond Fd USD US MM LUX 01/14 USD 2.50 0.0 1.6 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/14 SEK 10.08 0.2 –2.1 0.1
Alpha Bond Fd SEK -B- NO BD LUX 01/14 SEK 9.05 0.2 –2.1 0.1
Alpha Bond Fd SEK -C- NO BD LUX 01/14 SEK 25.25 0.2 –2.2 0.0
Alpha Bond Fd SEK -D- NO BD LUX 01/14 SEK 8.41 0.2 –2.2 0.0
Alpha Short Bd SEK -A- NO MM LUX 01/14 SEK 10.84 0.3 3.0 3.1
Alpha Short Bd SEK -B- NO MM LUX 01/14 SEK 10.16 0.3 3.0 3.1
Alpha Short Bd SEK -C- NO MM LUX 01/14 SEK 21.21 0.3 2.9 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/14 SEK 8.82 0.3 2.9 2.9
Bond Fd SEK -C- NO BD LUX 01/14 SEK 41.62 0.2 9.1 5.8
Bond Fd SEK -D- NO BD LUX 01/14 SEK 12.49 0.2 7.8 5.2
Corp. Bond Fd EUR -C- EU BD LUX 01/14 EUR 1.11 1.4 –6.9 –3.5
Corp. Bond Fd EUR -D- EU BD LUX 01/14 EUR 0.87 1.4 –7.3 –3.7
Corp. Bond Fd SEK -C- NO BD LUX 01/14 SEK 10.95 1.9 –10.3 –4.8
Corp. Bond Fd SEK -D- NO BD LUX 01/14 SEK 8.60 1.9 –10.1 –4.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/14 EUR 104.41 0.5 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/14 EUR 104.10 0.5 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 01/14 SEK 1148.86 0.5 NS NS
Flexible Bond Fd -C- NO BD LUX 01/14 SEK 20.94 0.4 5.8 4.2
Flexible Bond Fd -D- NO BD LUX 01/14 SEK 11.85 0.4 5.8 4.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/14 SEK 80.42 0.4 –23.5 –12.9
Global Hedge I SEK -D- OT OT LUX 01/14 SEK 73.49 0.4 –25.7 –14.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/14 USD 1.48 –3.9 –53.6 –19.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/14 SEK 17.91 6.7 –44.6 –22.8
Europe Chance/Risk Fd EU EQ LUX 01/14 EUR 754.49 –1.1 –53.1 –33.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/13 USD 13.64 –8.7 –58.4 –16.6
Eq. Pacific A AS EQ LUX 01/13 USD 6.06 –5.1 –54.5 –19.8

n SGAM Fund
Bonds CHF A CH BD LUX 01/12 CHF 28.08 –0.4 6.7 3.0
Bonds ConvEurope A EU BD LUX 01/12 EUR 28.50 0.5 –3.0 2.3
Bonds Eur Corp A EU BD LUX 01/12 EUR 20.98 1.2 –5.1 –2.8
Bonds Eur Hi Yld A EU BD LUX 01/12 EUR 14.19 6.7 –31.1 –19.4
Bonds EURO A EU BD LUX 01/12 EUR 39.46 –0.1 5.5 3.6
Bonds Europe A EU BD LUX 01/12 EUR 38.05 0.4 5.4 3.0
Bonds US MtgBkSec A US BD LUX 01/12 USD 25.53 –0.4 –0.6 2.8
Bonds US OppsCoreplus A US BD LUX 01/12 USD 32.25 2.3 1.4 4.5
Bonds World A GL BD LUX 01/12 USD 39.41 –1.1 3.3 8.9
Eq. ConcentratedEuropeA EU EQ LUX 01/13 EUR 20.63 0.1 –46.0 –29.5
Eq. Eastern Europe A EU EQ LUX 01/13 EUR 13.78 4.3 –67.6 –38.7
Eq. Equities Global Energy OT EQ LUX 01/12 USD 14.14 –0.8 –41.0 –9.2
Eq. Euroland A EU EQ LUX 01/13 EUR 9.08 –0.9 –44.7 –27.2
Eq. Euroland MidCapA EU EQ LUX 01/12 EUR 14.88 3.3 –43.8 –31.0
Eq. EurolandCyclclsA EU EQ LUX 01/12 EUR 13.80 0.5 –41.1 –20.4
Eq. EurolandFinancialA OT EQ LUX 01/13 EUR 8.40 –0.2 –52.8 –37.0
Eq. Glbl Emg Cty A GL EQ LUX 01/13 USD 5.71 –4.4 –57.0 –23.3
Eq. Global A GL EQ LUX 01/13 USD 20.43 –2.9 –43.9 –24.6
Eq. Global Technol A OT EQ LUX 01/13 USD 3.68 0.8 –41.6 –28.6
Eq. Gold Mines A OT EQ LUX 01/13 USD 18.60 –11.0 –44.9 –14.0
Eq. Japan A JP EQ LUX 01/13 JPY 629.50 –5.1 –48.6 –35.8
Eq. Japan Sm Cap A JP EQ LUX 01/13 JPY 860.29 –5.0 –44.4 –40.8
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –5.8 –21.3 –20.7
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 01/12 GBP 9.79 2.6 –38.4 –26.4
Eq. US ConcenCore A US EQ LUX 01/12 USD 15.75 –3.1 –37.3 –20.1
Eq. US Lg Cap Gr A US EQ LUX 01/12 USD 10.71 –0.7 –44.1 –24.1
Eq. US Mid Cap A US EQ LUX 01/12 USD 19.11 –4.6 –46.5 –22.3
Eq. US Multi Strg A US EQ LUX 01/12 USD 15.58 –2.5 –42.7 –26.1
Eq. US Rel Val A US EQ LUX 01/12 USD 15.08 –2.9 –43.9 –29.8
Eq. US Sm Cap Val A US EQ LUX 01/12 USD 12.32 –4.8 –46.4 –32.5
Eq. US Value Opp A US EQ LUX 01/12 USD 12.53 –3.3 –45.8 –32.3
Money Market EURO A EU MM LUX 01/12 EUR 27.15 0.1 4.2 4.0

Money Market USD A US MM LUX 01/12 USD 15.75 0.0 2.7 3.8

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 12/31 USD 9.40 –36.4 –36.4 0.8
UAE Blue Chip Fund Acc OT OT ARE 01/08 AED 4.90 6.8 –58.7 –20.1

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

Central and Eastern European EUR EE EQ EST 01/14 EEK 103.62 3.8 –58.2 –37.4
New Europe Small Cap EUR EE EQ EST 01/14 EEK 49.40 3.0 –61.6 –40.0
Second Wave EUR EE EQ EST 01/14 EEK 87.26 2.5 –65.7 –36.4

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/14 JPY 7985.00 –7.2 –48.0 –36.0
YMR-N Japan Fund JP EQ IRL 01/14 JPY 8803.00 –6.7 –44.6 –32.1
YMR-N Low Price Fund JP EQ IRL 01/14 JPY 12341.00 –4.9 –40.3 –31.6
YMR-N Small Cap Fund JP EQ IRL 01/14 JPY 5960.00 –7.1 –46.3 –37.6
Yuki Mizuho Gen Jpn III JP EQ IRL 01/14 JPY 3982.00 –6.3 –52.6 –38.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/14 JPY 4226.00 –5.9 –52.1 –40.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/14 JPY 5766.00 –5.5 –49.5 –37.8
Yuki Mizuho Jpn Gen JP EQ IRL 01/14 JPY 7501.00 –6.5 –46.2 –34.9
Yuki Mizuho Jpn Gro JP EQ IRL 01/14 JPY 5791.00 –7.4 –48.5 –37.5
Yuki Mizuho Jpn Inc JP EQ IRL 01/14 JPY 7558.00 –5.0 –38.5 –29.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/14 JPY 4665.00 –6.4 –45.8 –33.3
Yuki Mizuho Jpn LowP JP EQ IRL 01/14 JPY 10463.00 –7.7 –37.7 –28.3
Yuki Mizuho Jpn PGth JP EQ IRL 01/14 JPY 7089.00 –7.2 –52.6 –37.1
Yuki Mizuho Jpn SmCp JP EQ IRL 01/14 JPY 5762.00 –6.0 –49.1 –37.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/14 JPY 4926.00 –5.1 –43.6 –32.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/14 JPY 2316.00 –3.0 –56.6 –49.5

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/14 JPY 3984.00 –5.2 –50.6 –37.1
Yuki 77 General JP EQ IRL 01/14 JPY 5605.00 –5.0 –46.7 –34.7
Yuki 77 Growth JP EQ IRL 01/14 JPY 5381.00 –9.0 –51.7 –39.1
Yuki 77 Income AS EQ IRL 01/14 JPY 4867.00 –4.8 –37.6 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/14 JPY 5996.00 –3.9 –44.2 –33.6
Yuki Chugoku Jpn Gro JP EQ IRL 01/14 JPY 4705.00 –8.0 –48.9 –34.0
Yuki Chugoku JpnLowP JP EQ IRL 01/14 JPY 7737.00 –5.5 –35.8 –25.8
Yuki Chugoku JpnPurGth JP EQ IRL 01/14 JPY 4274.00 –8.6 –47.0 –35.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/14 JPY 6461.00 –4.6 –45.8 –34.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/14 JPY 4293.00 –5.6 –46.8 –34.2
Yuki Hokuyo Jpn Inc JP EQ IRL 01/14 JPY 4925.00 –6.7 –37.6 –29.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/14 JPY 4393.00 –6.6 –43.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/14 JPY 4304.00 –4.4 –51.3 –38.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/14 JPY 3988.00 –8.6 –50.9 –37.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/14 JPY 4761.00 –6.6 –45.1 –35.0

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 12/31 USD 2067.95 –11.5 –11.5 –4.4

Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –10.6 –10.6 –4.5
Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –11.9 –11.9 –4.8
Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –10.8 –10.8 –4.9
Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –10.3 –10.3 –3.7

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 01/09 USD 475.86 NS NS NS

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 11/28 EUR 215.75 16.4 18.5 39.7
Horseman EmMkt Opp USD GL EQ USA 11/28 USD 219.14 14.4 16.4 40.1
Horseman EurSelLtd EUR EU EQ GBR 11/28 EUR 211.32 17.7 19.8 22.3
Horseman EurSelLtd USD EU EQ GBR 11/28 USD 219.15 16.6 18.8 22.6
Horseman Glbl Ltd EUR GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5
Horseman Glbl Ltd USD GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 12/12 GBP 0.95 –15.4 NS NS
Global Absolute USD OT OT GGY 12/12 USD 1.77 –15.4 NS NS

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

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/12 EUR 120.60 –14.8 NS NS
GH Fund CHF Hdg OT OT JEY 12/12 CHF 100.95 –17.7 NS NS
GH Fund EUR Hdg OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/12 EUR 97.29 –16.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund GBP Hdg OT OT JEY 12/12 GBP 119.22 –16.7 NS NS
GH Fund Inst EUR OT OT JEY 12/12 EUR 84.27 NS NS NS
GH Fund Inst JPY OT OT JEY 12/12 JPY 8497.33 –16.3 NS NS
GH Fund Inst USD OT OT JEY 12/12 USD 100.44 –14.5 NS NS
GH FUND S EUR OT OT CYM 12/12 EUR 114.28 –16.4 NS NS
GH FUND S GBP OT OT JEY 12/12 GBP 118.97 –15.5 NS NS
GH Fund S USD OT OT CYM 12/12 USD 133.42 –14.6 NS NS
GH Fund USD OT OT GGY 11/28 USD 246.79 –15.6 –14.9 –1.3
Hedge Investments OT OT JEY 12/12 USD 125.23 –14.7 NS NS
Leverage GH USD OT OT GGY 12/12 USD 100.38 –34.2 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 12/12 CHF 85.03 –25.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 12/12 EUR 91.60 –24.7 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 12/12 GBP 98.41 –25.2 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/12 EUR 96.52 –24.2 NS NS
MultiAdv Arb S GBP OT OT CYM 12/12 GBP 101.19 –23.9 NS NS
MultiAdv Arb S USD OT OT CYM 12/12 USD 109.88 –22.3 NS NS
MultiAdv Arb USD OT OT GGY 12/12 USD 171.33 –23.3 NS NS

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 12/31 EUR 245.96 –3.3 –3.3 1.0
Integrated Dir Trading EUR OT OT CYM 10/31 EUR 101.42 –1.0 1.4 6.1
Integrated Emg Markets EUR OT OT CYM 10/31 EUR 75.74 –27.9 –29.3 –9.0
Integrated European EUR OT OT CYM 10/31 EUR 148.65 0.0 –1.5 2.5
Integrated Event Driven EUR OT OT CYM 10/31 EUR 87.20 –18.7 –20.2 –3.6
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 10/31 EUR 117.21 –16.0 –16.4 –3.5
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 01/02 USD 191.39 –0.4 –77.0 –50.8
Antanta MidCap Fund EE EQ AND 01/02 USD 293.03 1.1 –83.8 –51.4
Meriden Opps Fund GL OT AND 12/31 EUR 87.08 –22.3 –22.3 –9.8

Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 10/31 USD 1253.68 –15.5 –16.4 –0.8

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 01/06 USD 79.98 –4.3 67.3 25.0
Superfund GCT USD* GL EQ LUX 01/06 USD 3540.00 –3.1 45.9 13.6
Superfund Gold A (SPC) GL OT CYM 01/06 USD 1120.62 –4.2 27.5 21.9
Superfund Gold B (SPC) GL OT CYM 01/06 USD 1286.49 –5.3 37.4 24.8
Superfund Q-AG* OT OT AUT 01/06 EUR 8589.00 –2.2 32.7 13.1

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

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

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 12/31 EUR 118.78 –16.1 –16.1 –5.9
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 12/31 USD 258.67 –13.8 –13.8 –3.5

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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U.S. energy nominee softens
views on coal, nuclear power

Tax issues delay Geithner hearing
By Jonathan Weisman

WASHINGTON—The Senate Fi-
nance Committee for a second time
postponed a hearing for U.S. Trea-
sury Secretary-nominee Timothy
Geithner following revelations
about his failure to pay Social Secu-
rity and Medicare taxes while work-
ing for the International Monetary
Fund, among other tax infractions.

The delay was prompted by
Sens. Jon Kyl (R., Ariz.) and Jim Bun-
ning (R., Ky.) who both objected to
waiving Finance Committee rules
to allow a hearing without a week’s
notice.

Sen. Kyl said a Friday hearing, as
was tentatively scheduled, may con-
flict with the grilling Republicans
plan to give Attorney General-nomi-
nee Eric Holder. The delay serves an-
other purpose: It will give Finance
Committee staff and members
more time to pore over Mr. Geith-
ner’s tax returns, which have
showed a failure to pay more than
$34,000 in taxes on time.

As a result, President-elect
Barack Obama will take office with-
out having a Treasury secretary in-
stalled amid the biggest financial
crisis in decades. Mr. Geithner’s
hearing is now scheduled for Jan.
21.

Obama transition officials con-
tinue to say Mr. Geithner’s failure to
pay taxes on Social Security, a gov-
ernment pension program, and
Medicare, a health-care insurance
program, was a common mistake
for employees at international orga-
nizations in Washington. The Inter-
nal Revenue Service issued a settle-
ment initiative in 2006 granting am-
nesty to employees of international

organizations who come forward
and pay back taxes.

Finance Committee aides said
that settlement applied to all em-
ployees of international organiza-
tions, from the cooks and cleaning
ladies of Embassy Row to senior
World Bank economists. Most of
the accidental scofflaws were low-
level contractors at embas-
sies, they said.

Senior congressional
Democrats, including Ma-
jority Leader Harry Reid
of Nevada, have said they
are confident Mr. Geithner
will ultimately be con-
firmed, though similar
lapses have tripped up
nominees in the past,
most notably with Presi-
dent Bill Clinton’s choices
for attorney general.

The tax issue relates to
Mr. Geithner’s work for the IMF be-
tween 2001 and 2004. As an Ameri-
can citizen working for the IMF, Mr.
Geithner was technically consid-
ered self-employed and was re-
quired to pay Social Security and
Medicare taxes for himself as both
an employer and an employee.

The IMF and World Bank reim-
burse employees, including U.S. citi-
zens, for their U.S. taxes, which indi-
viduals are expected to pay on their
own. That implies Mr. Geithner re-
tained payments from the IMF that
were supposed to be used for taxes.

In 2006, the IRS audited Mr.
Geithner’s 2003 and 2004 taxes and
concluded he owed taxes and inter-
est totaling $17,230, according to
documents released by the Senate
Finance Committee. The IRS
waived the related penalties. At the

time, Mr. Geithner was president of
the Federal Reserve Bank of New
York.

During the vetting of Mr. Geith-
ner late last year, the Obama transi-
tion team discovered the nominee
had failed to pay the same taxes for
2001 and 2002. “Upon learning of
this error on Nov. 21, 2008, Mr.

Geithner immediately sub-
mitted payment for tax that
would have been due in
those years, plus interest,”
a transition aide said. The
sum totaled $25,970.

As to why Mr. Geithner
didn’t pay all his back taxes
after the 2006 audit, an
Obama aide said the nomi-
nee was advised by his ac-
countant he had no further
liability. Senate Finance
aides said they were con-
cerned either Mr. Geithner

or his accountant used the IRS’s
statute of limitations to avoid fur-
ther back-tax payments at the time
of the audit.

Other tax issues also surfaced
during the vetting, including the
fact Mr. Geithner used his child’s
time at overnight camps in 2001,
2004 and 2005 to calculate depen-
dent-care tax deductions. Sleep-
away camps don’t qualify.

Amended tax returns that Mr.
Geithner filed recently include
$4,334 in additional taxes, and
$1,232 in interest for infractions,
such as an early-withdrawal pen-
alty from a retirement plan, an im-
proper small-business deduction, a
charitable-contribution deduction
for ineligible items, and the expens-
ing of utility costs that went for per-
sonal use.

Obama has backing for stimulus plan
In poll, Americans voice concern that too much money will be spent and about the growing U.S. deficit

Bearing the burden
A new poll shows Americans generally support an economic stimulus plan 
driven by government spending.

Source: WSJ/NBC News telephone poll of 1,007 adults conducted Jan. 9–12;
margin of error: +/–3.1 percentage points

Do you think the proposed economic
stimulus plan is a good idea or a bad idea?

Which is a more important priority
for the economic stimulus plan?

Not sure
6%

No opinion
24%

Good idea
43%

Bad idea
27% Government

spending
63%

Not sure
4%

Tax cuts
33%

Illustration: IndexOpen

Timothy
Geithner
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By Stephen Power

WASHINGTON—Physicist
Steven Chu, President-elect Barack
Obama’s choice to run the U.S. De-
partment of Energy, softened previ-
ously critical comments about coal
and nuclear power.

Testifying before a Senate panel
considering his nomination Tuesday,
Mr. Chu warned of “dramatic, disrup-
tive changes to our climate system in
the lifetimes of our children and
grandchildren” if the U.S. and other
nations don’t speed up efforts to re-
duce emissions of greenhouse gases.
Making vehicles and buildings more
efficient—rather than increasing ac-
cess to oil on federal land—is the
best step for reducing U.S. depen-
dence on foreign oil, he said.

Mr. Obama has pledged to cut U.S.
greenhouse-gas emissions 80%
from 1990 levels by 2050 through
new legislation. He also seeks to dou-
ble over three years the amount of
wind, solar and geothermal generat-
ing capacity—steps that have
aroused skepticism and resistance
from some industries.

In a speech Tuesday in Washing-
ton,thechiefexecutiveofConocoPhil-
lips,JamesMulva,calledforbeing“re-
alisticaboutthecostofgreenenergy,”
and suggested policy makers were in
dangerof“inadvertentlycreatingun-
attainable public expectations.”

Lawmakers who attended the
hearing of the Senate Committee on
Energy and Natural Resources
praised Mr. Chu’s credentials, which
include a Nobel Prize. Lawmakers
pressed Mr. Chu with competing de-

mands, and he responded by toning
down or qualifying statements made
when he was running the Lawrence
Berkeley National Laboratory.

Republicans demanded that Mr.
Chu be a more forceful advocate for
nuclear energy. Mr. Chu promised to
accelerate the disbursal of loan guar-
antees that his agency is authorized
to give to companies seeking to
build nuclear reactors. In response
to Democrats’ unease about the ex-
pansion of nuclear plants, Mr. Chu
said his agency needed to develop a
better plan for waste disposal than
theYuccaMountaindepositoryinNe-
vada, a multi-billion-dollar facility
that has ballooned in price and is
years behind schedule. He said more
research needs to occur before he
would back commercial develop-
ment of reprocessing technology.

Lawmakers from states with big
coal-mining interests challenged
Mr. Chu on his stance toward coal,
which generates half of U.S. electric
power. Mr. Chu two years ago re-
ferred to the expansion of coal-fired
power plants as “my worst night-
mare.” On Tuesday, he offered sena-
tors a more upbeat assessment of
coal’s future, calling it a “great na-
tionalresource.” He said he was opti-
mistic his agency could help develop
technology capable of capturing and
safely storing the greenhouse-gas
emissions from coal plants, and indi-
cated hewould oppose a “hard mora-
torium” on the construction of coal
plants that lack such technology, as
some Democrats advocate.
 —Ian Talley

contributed to this article.

By Laura Meckler

WASHINGTON—Americans sup-
port the economic-stimulus plan be-
ing pushed by President-elect Barack
Obama but worry the government
will spend too much money and drive
up the budget deficit, a new Wall
Street Journal/NBC News poll found.

Overall, the poll found there is
strong public backing for the stimu-
lus plan, now estimated to cost $850
billion, and for its major planks. Mr.
Obama’s proposal to spend more fed-
eral money to create jobs, in particu-
lar, received strong support, as con-
cern about rising unemployment
dwarfs other economic worries.

“The public is in favor of the stim-
ulus package and thinks most ele-
ments are a good idea. But they have
true concerns about the spending
and where the money is going,” said
Democratic pollster Peter D. Hart,
who conducted the poll with Republi-
can Bill McInturff.

As Mr. Obama prepares to take of-
fice next week, he enjoys enormous
good will and significantly higher ap-
proval ratings than his predecessors
enjoyed upon entering the White
House.

The poll found that the handful of
problems Mr. Obama’s transition has
encountered have had little, if any, ef-
fect on his standing with the public.
And it found that more Americans
view race relations in the country
more hopefully.

The survey of 1,007 adults was
conducted Jan. 9-12 and has an over-
all margin of error of plus or minus
3.1 percentage points.

Asked about the economic-stimu-
lus package that Mr. Obama has made
the centerpiece of his agenda enter-
ing the White House, 43% of people
surveyed called it a “good idea,”
while 27% said it was a “bad idea.”
The rest didn’t have an opinion.

In a subsequent question that de-
scribed the plan’s potential advan-
tages and disadvantages, 57% of
those polled said the plan was a good

idea, while 36% called it a bad one.
As to how the money should be

spent, people, by a two-to-one mar-
gin, said they preferred government
spending to create jobs over tax cuts
that would give Americans more
money to spend. Their top economic
worry, among many economic con-
cerns, was unemployment.

At the same time, the survey sug-
gested that many people are con-
cerned about the potential cost of
the plan. A total of 60% of those sur-
veyed said they worry more that the
government will spend too much,

while 33% worry the government will
spend too little.

Six in 10 people said the budget
deficit is a “real and important num-
ber” that affects average citizens;
half that number said it was more of
a “bookkeeping and governmental
number.” The budget deficit is pro-
jected to hit $1.2 trillion in fiscal
2009.

Some of the concerns stem from
last year’s deeply unpopular rescue
plan for financial institutions, said
Mr. McInturff, the Republican poll-
ster. He said he would advise the

Obama team to make clear to the pub-
lic that its plans are different from
those implemented in the final
months of the Bush presidency.

“They need a sharp line in the
sand,” Mr. McInturff said. He said
that if he were advising Mr. Obama,
he would tell him to “get a million
miles away from the October stuff,” a
reference to the measures taken by
the Bush administration to try to
ease the credit crunch and help dis-
tressed financial firms.

The poll also presented a list of ar-
eas where Mr. Obama could be per-
ceived as going “too far.” The only
area where a majority of people regis-
tered concern was providing aid to
corporations facing bankruptcy.

Republican Kevin Tully, a freight
broker from Medford, Ore., said he
didn’t vote for Mr. Obama, but sup-
ports the stimulus “to a certain de-
gree.”

“As long as it gets to the average
American’s hands, it’s great,” said
Mr. Tully, 36 years old, adding that he
didn’t approve of how money from
last year’s financial-rescue package
has been used. “I totally don’t think
it’s fair that the banks aren’t disclos-
ing what they’re using the bailout
money for.

“I’m in a wait-and-see holding pat-
tern,” he said. “I’m hopeful that [Mr.
Obama] and his administration have
some good ideas.”
 —T.W. Farnam contributed

to this article.
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New push to monitor Wall Street
House panel chief
wants an accounting
of bailout spending
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Rep. Edolphus Towns has made Wall Street oversight his priority as chairman of the
House’s top investigative panel. Above, at a June rally for Barack Obama.

By Brody Mullins

WASHINGTON—The new chair-
man of the House’s chief investiga-
tive panel plans to make oversight
of Wall Street one of his top priori-
ties of the year, starting with a look
at how U.S. firms have spent federal
bailout funds and whether execu-
tives have used the money to fund
executive bonuses.

Rep. Edolphus Towns, a New
York Democrat, is taking the reins of
the House Oversight and Govern-
ment Reform Committee from Cali-
fornia Rep. Henry Waxman, one of
Capitol Hill’s staunchest corporate
critics. As Mr. Waxman leaves his
post to become chairman of the
House Energy and Commerce Com-
mittee, Mr. Towns prepares to pick
up where Mr. Waxman left off, say-
ing he wants a full accounting of
how the first half of the $700 billion
in funding was spent before the sec-
ond half is released.

“We cannot continue to give
money away and then not hold some-
body accountable for that money,”
Mr. Towns said.

Mr. Towns’s comments came the
day Obama administration officials
met behind closed doors with Demo-
crats on Capitol Hill to talk about re-
leasing the second $350 billion in
bailout funds. Mr. Towns planned to
unveil his oversight agenda for the
year at a speech in Washington
Wednesday.

In prepared remarks reviewed
by The Wall Street Journal, Mr.
Towns said his two main concerns

about Wall Street are that financial-
services companies aren’t making
loans with the bailout funds, and
that executives are profiting from
the money.

“What did the American people
get for the $350 billion?” Mr. Towns
asks in the prepared remarks. “I
must admit, I don’t see the value at
this point.” Mr. Towns said too
many companies are sitting on their
government-infused capital, rather
than “putting those resources in
play to help fix our economy. This is

unacceptable.”
On executive pay, Mr. Towns

said: “I used to think that being a
weatherman was the only job in
America where you can get it wrong
80% of the time and still have a job,”
referring to financial-services exec-
utives who received bonuses last
year. He said his oversight panel will
launch an investigation into execu-
tive pay and bonuses at companies
that receive bailout money from the
government.

“It is an abomination that so
many firms who are receiving gov-
ernment funds continue to reward
poor performance,” he said.

On other priorities, Mr. Towns
said he plans more vigorous over-
sight of the Obama administration
than Republicans performed of the
Bush administration. “Looking
back, the Republican Congress did
the Bush administration no favors
by turning a blind eye to problems

created in the executive branch,” he
said in his remarks.

He also said he wants to make
the administration more transpar-
ent, by making more information
available to the public on presiden-
tial records, visitor logs and donors
to presidential libraries. Mr. Towns
said he wants to prevent companies
that are delinquent on their taxes
from getting government contracts.

Mr. Towns said he may hold hear-
ings on the Bowl Championship Se-
ries used to determine a national
college-football champion. “I really
feel that we need to take a look at
it,” Mr. Towns said, echoing com-
ments President-elect Barack
Obama has made in recent inter-
views. “What can we do to ensure
that this is a fair situation and this
is really the best team?”
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On the agenda
Edolphus Towns, new chairman of
the House investigative committee,
supports an agenda that includes:

Financial-services firms: An
accounting of how they spent the
first $350 billion in bailout funds

Bonuses: An examination into
executive bonuses at firms that
receive bailout money

Presidential libraries: A push to
make more information public about
White House visitors and library
donors

Government contracts: Law to
prevent tax-delinquent firms from
winning them

College football: Hearings into
whether the Bowl Championship
Series is the best way to determine a
national champion

Seattle bank’s
warning points
to other risks

J.P. Morgan to stop using mortgage brokers

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

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

By James R. Hagerty

The Federal Home Loan Bank of
Seattle said it expects to fall short of
one of its capital requirements be-
cause of a continuing drop in the
value of certain mortgage-backed se-
curities.

The warning is the latest sign of
the risk that the federal government
may have to prop up some of the 12
regional home-loan banks, a vital
source of funding for thousands of
banks across the country, particu-
larly small, local institutions. In Sep-
tember, the Treasury established a
credit facility for the home-loan
banks in case they have trouble rais-
ing money through their regular glo-
bal debt sales. So far, they haven’t
tapped that Treasury line.

It is “quite possible” one or more
of the home-loan banks will need to
use the credit line, said Karen Shaw
Petrou, managing partner of Federal
Financial Analytics, a research firm
in Washington.

Chartered by Congress in 1932,
the home-loan banks are coopera-
tives owned by more than 8,000 com-
mercial banks, thrifts, credit unions
and insurers. They make loans to the
institutions that own them, with col-
lateral frequently consisting of home
mortgages or related securities.

Investors generally assume the
U.S. government would rescue the
home-loan banks in a crisis. As a re-
sult, the banks have long borrowed
on favorable terms in global bond
markets. Their funding costs have
risen recently as investors shy away
from all kinds of risk. As of Sept. 30,
they had combined borrowings of
about $1.3 trillion, making them one
of the world’s biggest debtors.

The Seattle bank said it is likely to
fall short of its risk-based capital re-
quirement as of Dec. 31, 2008. The
Federal Housing Finance Agency, or
FHFA, which regulates the home-
loan banks, requires them to hold cap-
ital sufficient to cover estimated
credit, markets and operations risks.

Home-loan banks that fall short
of capital requirements are barred
from paying dividends or buying
back certain kinds of stock. That can
crimp the finances of local banks that
depend on the dividends or want to
redeem their stock in the home-loan
banks. Because of previous financial
woes, the Seattle bank hasn’t repur-
chased Class B stock since 2004 and
recently announced it wouldn’t pay a
dividend for the fourth quarter.

By Robin Sidel

J.P. Morgan Chase & Co. said it
will stop underwriting prime mort-
gages that are originated through
third-party brokers, relying in-
stead on its vast branch network
to make home loans to creditwor-
thy customers.

The move reflects a retreat by
financial institutions that once
leaned heavily on brokers to help
fuel the mortgage business. Since
housing prices collapsed, banks
have turned away from brokers

and said that loans originated
through that channel have proved
to be less creditworthy than mort-
gages that are originated inside
their own walls.

“We believe that our custom-
ers are best served when a mort-
gage officer works directly with
them, explains our products
clearly and then helps them care-
fully evaluate the choices in light
of their personal financial situa-
tion,” according to an internal
memo from Dave Lowman, who
runs J.P. Morgan’s mortgage busi-

ness.
J.P. Morgan has more than

5,000 branches following its Sep-
tember acquisition of the bulk of
Washington Mutual Inc., the big
Seattle thrift that was seized by
regulators. That makes it the third-
largest U.S. branch network after
Wells Fargo & Co. and Bank of
America Corp.

J.P. Morgan also said it would
stop underwriting loans gener-
ated by brokers through corre-
spondent relationships. That busi-
ness typically is conducted with

small banks that then pass the
loans on to J.P. Morgan.

The two channels represented
about 25% of J.P. Morgan’s mort-
gage originations, a spokesman
said. The bank, which reports
fourth-quarter earnings Thurs-
day, originated $37.7 billion of
mortgage loans in the third quar-
ter.

J.P. Morgan stopped using bro-
kers for subprime mortgages
about a year ago and no longer re-
lies on them to generate home-eq-
uity loans.

A concern that
too many companies
are sitting on their
bailout capital.
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By Kelly Evans

And Miguel Bustillo

The slump in U.S. consumer
spending worsened last month, as
sales fell at a wide range of retailers,
restaurants and car dealers, raising
fresh concerns about the U.S. econ-
omy in 2009.

Retail and food-services sales
fell in December for the sixth month
in a row, sliding a seasonally ad-
justed 2.7% from November to
$343.2 billion, the U.S. Commerce
Department said Wednesday. Sales
were down nearly 10% from Decem-
ber 2007, the biggest yearly drop
since records began in 1968.

Economists at Goldman Sachs
said in a client note the declines
were not only bad news for U.S. eco-
nomic growth in the final three
months of 2008, “but it also starts
us into [2009] on very weak
ground.”

The weakness was echoed in a
separate report Wednesday from
the Federal Reserve on economic ac-
tivity nationwide. The Fed’s “beige
book,” a roundup of reports from its
12 regional banks released every six

weeks, said: “Most districts noted
reduced or low activity across a
wide range of industries” through
the first week of January, compared
with the previous six-week period.

The beige book—named for its
tan cover, and released two weeks be-
fore the Fed’s Jan. 27-28 policy meet-
ing—cited weakness especially in ve-
hicle sales, commercial real estate,
credit availability and labor-market
conditions as the U.S. recession en-
ters its second year. The marked de-
clines in retail sales and spending in
general during the final months of
2008 are already prompting fresh
waves of layoffs and cost-cutting
that could prolong the downturn.

The combination of deep dis-
counts and bad sales has led numer-
ous retailers, including Wal-Mart
Stores Inc., Macy’s Inc. and Gap
Inc., to warn this month of looming
weakness in quarterly or annual
profits. ShopperTrak RCT Corp.,
which estimates retail sales and vis-
its, said this week it now expects
U.S. foot traffic to decline 16% and
sales to drop 4% in the first quarter
from a year earlier.

On Wednesday, jeweler Tiffany

& Co. said it experienced a 35% drop
in holiday sales at U.S. stores open
at least a year, and was therefore cut-
ting its profit forecast. It also said it
was exploring ways to slash costs.
“We believe these conditions will
continue well into 2009,” the compa-
ny’s chief executive, Michael J. Kow-
alski, said.

Another hard-hit company, up-
scale retailer Neiman Marcus Group
Inc., disclosed in a regulatory filing
Tuesday that it is planning to lay off
375 people, or 3% of its work force.
One troubled firm, electronics re-
tailer Circuit City Stores Inc., is try-
ing to auction itself in bankruptcy
court, after saying it may have to be
liquidated if it can’t find a buyer by
Friday.

Meanwhile, a separate report on
November inventory levels shows
businesses can’t lower inventories
quickly enough to match falling
sales, resulting in an unwanted accu-
mulation of goods. The level of in-
ventories rose to a 1.41 months’ sup-
ply at November’s sales rate, the
highest since 2001, and the increase
from October’s 1.34 months’ supply
was the biggest jump on record.

U.S. retail sales tumble by 2.7%

By Greg Hitt

The price tag of the U.S.’s two-
year economic-stimulus bill has
grown close to $850 billion after a
series of negotiations that have that
tilted the package toward invest-
ments designed to spur job creation
and soften the blow of the recession
on families and local governments.

Details could be released soon,
as top Democrats in Congress and
the incoming Obama administra-
tion make good on a pledge to air
the package ahead of formal action,
which begins next week after Presi-
dent-elect Barack Obama is sworn
into office Tuesday.

Congressional aides and others
familiar with negotiations cau-
tioned that the House and Senate
could have slightly different pack-
ages, with differences expected to
be ironed out in talks next month,
following initial action on the House
and Senate floors.

The starting point will be in the
tax-writing House Ways and Means
Committee, headed by Rep. Charles
Rangel (D., N.Y.). Rep. Rangel wants
to drop an Obama-backed proposal
to give businesses tax relief by allow-
ing them to claim new refunds from
the government by carrying losses
back to prior tax years. The Senate
has insisted the provision remain in
the measure.

Instead, Rep. Rangel wants to
add in a $70 billion provision that
would shield middle-class families
from the alternative minimum tax.
The AMT was designed to ensure
that wealthy individuals pay their
fair share of taxes but now threat-
ens to raise the tax bills of millions
of middle-class Americans, too.

Rep. Rangel and other top con-
gressional Democrats appear
united in their concern over another
Obama priority: a proposal to create
a tax credit for businesses that cre-
ate jobs. That proposal now appears

likely to be killed or sharply cur-
tailed.

Taken together, the horse-trad-
ing has pushed up the overall cost of
the recovery package beyond the
$775 billion initially envisioned
when Obama aides approached Con-
gress a few weeks ago.

The core of plan, in both the
House and Senate versions, will be
the “Make Work Pay” credit, which
effectively provides working Ameri-
cans with a payroll tax holiday. That
proposal soaks up half of the $300
billion being set aside for tax cuts.

Seniors and individuals receiv-
ing Social Security disability pay-
ments would also receive a one-
time tax benefit, and action would
be taken to broaden eligibility of the
child tax credit.

On the business side, the pack-
age would extend special write-offs
in the tax code designed to encour-
age businesses to make capital in-
vestments. About $25 billion would
be spent on energy tax incentives, in-
cluding provisions promoting con-
servation and development of wind,
solar and other renewable sources
of power. Also under discussion is a
proposal to provide incentives for
low-income housing, with the goal
of addressing concerns that the low-
income housing credit has fallen out

of favor with investors amid the re-
cession, threatening to slow the
pace of construction. The program
under development by House tax
writers as part of the stimulus pack-
age would send money directly to lo-
cal housing authorities in hopes of
ensuring there are no gaps in con-
struction, individuals familiar with
negotiations said.

House tax writers are also work-
ing on a proposal that would ease re-
payment requirements for taxpay-
ers claiming the tax credit for first-
time home purchases. Under cur-
rent law, the $7,500 value of the
credit for couples must be a repaid
to the government over several
years. But that would be waived un-
der the proposal.

Under the broader recovery pack-
age, short-term spending would
grow to more than $500 billion, re-
flecting a mix of direct appropria-
tions, such as investments in high-
ways and bridges, and increased
commitments to social benefit pro-
grams, such as unemployment insur-
ance and Medicaid, the federal-
state program that provides health
care to the poor. Additional funds
would go toward food assistance for
low-income families and expanded
jobless benefits.

U.S. stimulus gets bigger
Price tag approaches
$850 billion as plan
focuses on job growth

Rep. Charles Rangel and other congressional Democrats seem against a few
Barack Obama-backed ideas, including a tax credit for businesses that create jobs.
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BUSINESS OPPORTUNITIES

BOATING

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITAL AVAILABLE

CAPITALWANTED

MACHINERY & EQUIPMENT

TRAVEL

Rare Investment Opportunity
'A real long term investment exists in manufacturing
creative products for the global market'
An accomplished Inventor and innovator working within
a range of industries seeks a partnership to manufacture
and sell a range of highly innovative products to various
established markets. Benefits include:
§ Improved technology,
§ Mass production organised in China,
§ Supervised by a recognised Patent lawyer

Contact by email:
souissi12000@yahoo.fr
dubai2008@hotmail.fr

Do YouWant to Sell Your Boat?
I Have Buyers!

Call David +1 954.682.6853

YACHT OWNERS!

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

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

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

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

proposal and contact info to:
jacks@smartt.com

Private Financier

PRIVATE EQUITY FIRM
Seeks to invest in an U.S. industrial
OEM. Min $25MM in sales & $3MM
EBITDA. M&A, Divestiture, joint
venture. Strong Mgmt team
required. Principles only.
Contact Len: 203-451-7799

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

Seeks Partner
Autoseum.org

Andy: 718-465-5999

Movie Car Builder

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

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

www.copierinfo.biz

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers. Tuesdays in
Marketplace.

Tel: 44-20-7842-9600

or 49-69-971-4280
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 01/13 USD 7.93 –3.4 –42.2 –25.1
Am Blend Portfolio I US EQ LUX 01/13 USD 9.27 –3.4 –41.7 –24.5
Am Growth A US EQ LUX 01/13 USD 22.41 –2.1 –33.7 –16.8
Am Growth B US EQ LUX 01/13 USD 19.03 –2.2 –34.4 –17.6
Am Growth I US EQ LUX 01/13 USD 24.65 –2.1 –33.2 –16.2
Am Income A US BD LUX 01/13 USD 7.31 1.8 –9.7 –2.7
Am Income A2 US BD LUX 01/13 USD 15.54 2.1 –9.7 –2.7
Am Income B US BD LUX 01/13 USD 7.31 1.8 –10.4 –3.4
Am Income B2 US BD LUX 01/13 USD 13.49 2.1 –10.2 –3.3

Am Income I US BD LUX 01/13 USD 7.31 1.8 –9.1 –2.2
Am Value A US EQ LUX 01/13 USD 7.12 –1.2 –36.5 –21.7
Am Value B US EQ LUX 01/13 USD 6.62 –1.3 –37.1 –22.5
Am Value I US EQ LUX 01/13 USD 7.60 –1.3 –36.0 –21.1
Asian Technology A OT EQ LUX 01/13 USD 8.48 –3.1 –42.3 –27.9
Asian Technology B OT EQ LUX 01/13 USD 7.49 –3.1 –42.9 –28.6
Asian Technology I OT EQ LUX 01/13 USD 9.38 –3.1 –41.8 –27.4
Emg Mkts Debt A GL BD LUX 01/13 USD 11.77 1.0 –19.0 –6.8
Emg Mkts Debt A2 GL BD LUX 01/13 USD 14.09 1.2 –19.0 –6.8
Emg Mkts Debt B GL BD LUX 01/13 USD 11.77 1.0 –19.8 –7.7
Emg Mkts Debt B2 GL BD LUX 01/13 USD 13.70 1.2 –19.8 –7.7
Emg Mkts Debt I GL BD LUX 01/13 USD 11.77 1.0 –18.5 –6.3
Emg Mkts Growth A GL EQ LUX 01/13 USD 19.34 –3.5 –57.0 –24.3
Emg Mkts Growth B GL EQ LUX 01/13 USD 16.55 –3.5 –57.4 –25.1
Emg Mkts Growth I GL EQ LUX 01/13 USD 21.27 –3.5 –56.6 –23.7
Eur Blend A EU EQ LUX 01/13 EUR 9.21 0.9 –43.7 –28.9
Eur Blend I EU EQ LUX 01/13 EUR 9.41 0.9 –43.3 –28.3
Eur Growth A EU EQ LUX 01/13 EUR 5.61 0.7 –42.3 –26.7
Eur Growth B EU EQ LUX 01/13 EUR 5.10 0.8 –42.8 –27.4
Eur Growth I EU EQ LUX 01/13 EUR 6.07 0.7 –41.9 –26.1
Eur Income A EU BD LUX 01/13 EUR 5.27 3.7 –19.5 –11.2
Eur Income A2 EU BD LUX 01/13 EUR 9.58 4.0 –19.5 –11.2
Eur Income B EU BD LUX 01/13 EUR 5.27 3.7 –20.1 –11.8
Eur Income B2 EU BD LUX 01/13 EUR 8.97 3.9 –20.1 –11.8
Eur Income I EU BD LUX 01/13 EUR 5.27 3.7 –19.0 –10.7
Eur Strat Value A EU EQ LUX 01/13 EUR 7.03 1.0 –45.6 NS
Eur Strat Value I EU EQ LUX 01/13 EUR 7.14 1.0 –45.1 NS

Eur Value A EU EQ LUX 01/13 EUR 7.31 0.4 –43.4 –29.1
Eur Value B EU EQ LUX 01/13 EUR 6.79 0.3 –43.9 –29.8
Eur Value I EU EQ LUX 01/13 EUR 8.38 0.4 –42.9 –28.5
Gl Balanced (Euro) A EU BA LUX 01/13 USD 12.46 –0.2 –33.4 NS
Gl Balanced (Euro) B EU BA LUX 01/13 USD 12.25 –0.3 –34.0 NS
Gl Balanced (Euro) C EU BA LUX 01/13 USD 12.39 –0.2 –33.5 NS
Gl Balanced (Euro) I EU BA LUX 01/13 USD 12.60 –0.2 –32.9 NS
Gl Balanced A US BA LUX 01/13 USD 13.05 –1.8 –35.5 –18.3
Gl Balanced B US BA LUX 01/13 USD 12.53 –1.8 –36.1 –19.2
Gl Balanced I US BA LUX 01/13 USD 13.45 –1.8 –35.0 –17.7
Gl Bond A US BD LUX 01/13 USD 8.59 0.5 –3.3 1.0
Gl Bond A2 US BD LUX 01/13 USD 14.31 0.7 –3.3 1.0
Gl Bond B US BD LUX 01/13 USD 8.59 0.5 –4.4 –0.1
Gl Bond B2 US BD LUX 01/13 USD 12.65 0.6 –4.3 0.0
Gl Bond I US BD LUX 01/13 USD 8.59 0.5 –2.8 1.5
Gl Conservative A US BA LUX 01/13 USD 13.12 –0.5 –20.5 –9.1
Gl Conservative A2 US BA LUX 01/13 USD 14.51 –0.5 –20.5 –9.1
Gl Conservative B US BA LUX 01/13 USD 13.10 –0.5 –21.4 –10.0
Gl Conservative B2 US BA LUX 01/13 USD 13.92 –0.5 –21.4 –10.0
Gl Conservative I US BA LUX 01/13 USD 13.14 –0.5 –20.0 –8.5
Gl Eq Blend A GL EQ LUX 01/13 USD 8.62 –3.6 –52.0 –30.2
Gl Eq Blend B GL EQ LUX 01/13 USD 8.17 –3.5 –52.4 –30.9
Gl Eq Blend I GL EQ LUX 01/13 USD 9.02 –3.5 –51.6 –29.6
Gl Growth A GL EQ LUX 01/13 USD 31.19 –3.3 –52.8 –29.1
Gl Growth B GL EQ LUX 01/13 USD 26.29 –3.3 –53.3 –29.8
Gl Growth I GL EQ LUX 01/13 USD 34.36 –3.3 –52.4 –28.5
Gl High Yield A US BD LUX 01/13 USD 3.09 4.0 –28.9 –13.5

Gl High Yield A2 US BD LUX 01/13 USD 6.02 4.5 –28.9 –13.6
Gl High Yield B US BD LUX 01/13 USD 3.09 4.0 –29.8 –14.4
Gl High Yield B2 US BD LUX 01/13 USD 9.77 4.5 –29.6 –14.4
Gl High Yield I US BD LUX 01/13 USD 3.09 4.0 –28.5 –13.0
Gl Value A GL EQ LUX 01/13 USD 8.17 –3.8 –51.2 –31.3
Gl Value B GL EQ LUX 01/13 USD 7.58 –3.8 –51.7 –32.0
Gl Value I GL EQ LUX 01/13 USD 8.63 –3.7 –50.8 –30.8
India Growth A EA EQ LUX 01/09 USD 58.09 0.6 –59.1 –14.7
India Growth B EA EQ LUX 01/09 USD 50.14 0.5 –59.5 –15.6
India Growth I EA EQ LUX 01/09 USD 59.95 0.6 –58.9 –14.5
Int'l Health Care A OT EQ LUX 01/13 USD 114.91 –2.1 –32.2 –14.5
Int'l Health Care B OT EQ LUX 01/13 USD 97.87 –2.2 –32.9 –15.4
Int'l Health Care I OT EQ LUX 01/13 USD 124.59 –2.1 –31.6 –13.9
Int'l Technology A OT EQ LUX 01/13 USD 72.26 –1.2 –43.3 –23.5
Int'l Technology B OT EQ LUX 01/13 USD 63.22 –1.2 –43.8 –24.2
Int'l Technology I OT EQ LUX 01/13 USD 80.40 –1.2 –42.8 –22.9
Japan Blend A JP EQ LUX 01/13 JPY 4979.00 –7.2 –47.3 –33.4
Japan Blend I JP EQ LUX 01/13 JPY 5083.00 –7.2 –46.9 –32.9
Japan Growth A JP EQ LUX 01/13 JPY 5129.00 –7.8 –45.1 –32.5
Japan Growth I JP EQ LUX 01/13 JPY 5237.00 –7.8 –44.7 –32.0
Japan Strat Value A JP EQ LUX 01/13 JPY 4813.00 –6.7 –49.7 –34.1
Japan Strat Value I JP EQ LUX 01/13 JPY 4903.00 –6.6 –49.3 –33.6
Real Estate Sec. A OT EQ LUX 01/13 USD 9.78 –8.3 –47.0 –36.1
Real Estate Sec. B OT EQ LUX 01/13 USD 9.02 –8.4 –47.6 –36.7
Real Estate Sec. I OT EQ LUX 01/13 USD 10.43 –8.3 –46.6 –35.6
Short Mat Dollar A US BD LUX 01/13 USD 6.81 0.7 –19.9 –10.3

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

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

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

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

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

Asia-Pacific with Japan Equity
Funds that invest at least 75% of equities in Pacific Rim countries and at least 15% in Japan.
At least 75% of total assets are invested in equities. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending January 14, 2009

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

NS Yuki 77 Yuki Management & JPY iIreland –2.88 –24.11 NS NS
Umbrella Income Fund Research (YMR)

4 CB-Accent Cornèr Banca SA USDiLuxembrg –4.96 –28.77–19.01 –1.02
Lux Far East Eqty B Acc

5 SaraPro Sarasin CHFiSwitzrlnd –0.23 –28.78–15.79 NS
Inst. Fd. Equities Pacific Inc Investmentfonds AG

NS CB-Accent Cornèr Banca SA EURiLuxembrg –6.27 –30.22 NS NS
Lux - Asian Century A Acc

4 AZ Fund 1 AZ Fund Management EURiLuxembrg –3.14 –30.64–16.20 –1.01
Pacific Equity A Acc S.A.

4 Lemanik Lemanik A. M. Lux USDiLuxembrg –6.59 –32.23–20.46 0.76
Asian Opp Cap Retail USD Acc S.A.

4 Azimut Trend Azimut Capital EURiItaly –3.44 –32.69–18.02 –1.08
Pacifico Acc Management

4 Investitori Investitori SGR EURiItaly –2.24 –33.43–17.75 –0.15
Far East Acc

NS Yuki Mizuho Yuki Management & JPY iIreland –4.46 –34.03–22.32 NS
Umbr Japan Large Cap Fd Research (YMR)

NS Darta Darta Investment EURiIreland 0.76 –34.05–18.73 NS
Pacific B Acc Funds plc

Hong Kong ends losing run;
China banks rise, HSBC falls

THE INTERNATIONAL INVESTOR

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

By Aaron Lucchetti

Morgan Stanley agreed to pay
$2.7 billion for a majority stake in a
joint venture with Citigroup Inc.’s
Smith Barney unit that would create
the largest army of stockbrokers in
the world.

Terms of the deal call for Morgan
Stanley to own 51% of the merged en-
tity, called Morgan Stanley Smith
Barney and expected to be formed
in this year’s third quarter.

The New York company would
have the option of buying out Citi-
group after five years.

Earlier this month, Bank of
America Corp. acquired Merrill
Lynch & Co. and its huge brokerage
force.

If the venture goes through, Mer-
rill would be leapfrogged by Morgan
Stanley and Smith Barney, which
would have more than 20,000 finan-
cial advisers, the two companies
said Tuesday.

The deal includes Smith Barney,
Smith Barney Australia and Quilter
in the U.K., but excludes Citi Pri-
vate Bank and Nikko Cordial Securi-
ties.

James Gorman, the Morgan Stan-

ley co-president who helped turn
around the firm’s wealth-manage-
ment operation, will become chair-
man of Morgan Stanley Smith Bar-
ney.

Mr. Gorman will continue as Mor-
gan Stanley co-president, and pull-
ing off the deal smoothly could en-
hance Mr. Gorman’s chances to suc-
ceed John Mack as Morgan Stanley’s
chief executive.

Charles Johnston, president of
Citigroup’s wealth-management
business in the U.S. and Canada,
will be president of the joint ven-
ture.

Morgan Stanley and Citigroup
said they expect to eliminate about

$1.1 billion in costs, or 15% of the
combined firm’s estimated expense
base, excluding broker commis-
sions. “This is also a growth story,”
Mr. Gorman said. “We believe it will
take market share from remaining
competitors.”

Officials from the two companies
said talks heated up in December.
Morgan Stanley will have the major-
ity of the seats on the board of the
combined company.

Morgan Stanley and Smith Bar-
ney brokers are likely to get reten-
tion bonuses as part of the deal, as
executives try to reduce the likeli-
hood that rivals will be able to lure
superstar brokers.

Venture to create army of brokers

Citi keeping Japan unit
U.S. bank committed
to Nikko Cordial;
integration troubles

FUND SCORECARD
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By V. Phani Kumar

And Rosalind Mathieson

Most Asian markets advanced
Wednesday, with Chinese banking
shares leading the rebound in Shang-
hai and Hong Kong despite news

that another multi-
national bank had
sold shares of Bank
of China.

Toshiba jumped
6% in Tokyo on reports it was in final
stages of talks to buy Fujitsu’s hard-
disk-drive business.

But investors remained cautious
amid a gloomy global economic out-
look, with some awaiting earnings re-
ports from large global companies.

Hong Kong’s Hang Seng Index
closed in positive territory for the
first time in seven sessions, rising
0.3% to 13704.61. The Shanghai Com-
posite Index surged 3.5% to 1928.87.

Bank of China rose 2.7% in Hong
Kong and 2.4% in Shanghai despite
Royal Bank of Scotland Group selling
its 4.3% stake in the bank. This re-
moved one overhang for the stock,
said analysts, who noted that the
bank’s fundamentals weren’t affected.

Hong Kong heavyweight HSBC
Holdings tumbled 4.1% after broker-
age Morgan Stanley cut its target
price on the stock.

In Sydney, energy and mining
stocks were mostly higher, with
BHP Billiton climbing 1.7% and
Woodside Petroleum adding 2.5%.
Caltex Australia gained 5.6% after
saying its 2008 operating profit,
which excluded oil-price volatility,
would beat its previous forecast.

Japan’s Nikkei Stock Average of
225 companies rebounded from an
early, mild fall to edge 0.3% higher
to 8438.45. India’s Sensitive Index
climbed 3.3% to 9370.49, while the
Korea Composite Stock Price Index
rose 1.3% to 1182.68.

In Tokyo, shipping stocks rose on
a higher Baltic Dry Index, an indica-
tor of shipping rates, with Mitsui
O.S.K. Lines rising 3.6% and Nippon
Yusen up 1.5%.

In Mumbai, Reliance Industries
rose 9% on hopes the court case
over gas supply between the com-
pany and Reliance Natural Re-
sources will be settled soon. The
stock had declined more than 21% in
the previous four sessions.

NEW YORK—Global hedge-fund
assets fell a record $350 billion, or
20%, last year as worsening markets
prompted massive withdrawals by
investors as well as liquidations and
deleveraging by hedge funds, accord-
ing to Eurekahedge, a hedge-fund re-
search company and consultancy.

The worst three-month period,

from September through November,
accounted for 90% of the drop,
which took assets under manage-
ment to $1.5 trillion by year’s end, ac-
cording to the report.

The report said assets fell $24 bil-
lion during December, based on re-
sults from the 39% of funds that
have reported assets for the month.

By Alison Tudor

TOKYO—As Citigroup Inc. hives
off its retail brokerage businesses
globally, there is one securities firm
it is sticking with: Japan’s Nikko Cor-
dial Securities.

Citigroup said Tuesday it would
sell a majority stake in its retail bro-
kerage business, Smith Barney, to
Morgan Stanley, a move aiming to
show investors it is trying to stream-
line its businesses and raise badly
needed funds.

A Citigroup spokeswoman reiter-
ated the company is committed to
keeping Nikko Cordial, Japan’s No. 3
brokerage in terms of assets. Citi-
group also is keeping a retail bank-
ing business, commercial bank
Grupo Financiero Banamex SA in
Mexico.

Citigroup bought Nikko Cordial a
year ago for 1.6 trillion yen ($17.95
billion) as part of an overseas expan-

sion strategy, before the global fi-
nancial crisis fully developed. If it
decides to sell the Japanese broker-
age now, it would likely be at a large
discount. And while its efforts to in-
tegrate the securities business has
been filled with challenges, analysts
say it may be worthwhile for Citi-
group to keep the business because

it could potentially be rewarding in
the long run.

Japanese households have $15
trillion in financial assets tucked
away mostly in cash. Citigroup is
hoping to reach out to them via its
retail banking network, Citibank,
and sell them more financial prod-
ucts including from Nikko Cordial
Securities.

But progress has been limited by
the constraints of Japan’s tough reg-

ulatory system and the conserva-
tive nature of Japanese investors.
Only 10% of Japanese household as-
sets are currently invested in stocks
and investment trusts, less than a
third the level of U.S. households.

Meanwhile, integrating Nikko
Cordial Securities into Citigroup’s
Japanese operations has proved
troublesome. For example, Citi-
group said in December it was delay-
ing the merger of Nikko Cordial Se-
curities and its wholesale securities
business in Japan indefinitely, in
part because of complications in in-
tegrating technology.

The cost of integration has also
been thrown into sharp relief by the
financial crisis. Nikko Cordial Secu-
rities’ client assets hit 28.2 trillion
yen as of Sept. 30, down 3.2 trillion
yen from June, partly due to tum-
bling stock markets damping sales.

As the financial crisis deepened
Citigroup cut staff in Japan as part
of its global efforts to shrink costs.
It sought early retirement from Ni-
kko Cordial employees and received
900 acceptances in December, a per-
son familiar with the matter said at
the time.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

Global hedge-fund assets fall 20%

Citigroup cut staff
in Japan as part
of its global efforts
to reduce costs.
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