
Brown will announce new mea-
sures Monday aimed to shore up
U.K. banks and spur lending, fol-
lowing a plunge in bank shares
Friday. The package will include
a kind of insurance to limit
banks’ losses on mortgage and
other loans. The government is
also considering easing terms un-
der which it took stakes in RBS,
HBOS and Lloyds TSB. Page 1

n The U.S. government’s sec-
ond phase of its financial-sys-
tem rescue targets bad assets
behind banks’ losses. Page 1

n Euro-zone economies dark-
ened their economic outlooks,
as France’s central bank re-
vised down its estimate for
fourth-quarter GDP. Page 2

n Russia and Ukraine said they
reached a deal to restore gas
supplies to Europe, but Western
leaders remained wary. Page 3

n Oleg Deripaska was named
CEO of aluminum giant Rusal as
the Kremlin considers a plan to
merge top metals firms. Page 3

n TNK-BP’s naming of a CEO
may be delayed because the pri-
mary candidate has reservations
about pay and other issues. Page 3

n Global banking supervisors
proposed requiring banks to
hold more capital, but some
criticized the provisions as too
little, too late. Page 2

n Chrysler’s lending arm is
getting $1.5 billion in loans
from the Treasury. Ford is in
talks with the U.S. about its fi-
nancing needs. Page 4

n EU countries agreed to boost
aid to the auto industry, with
help for firms to get financing
and build cleaner cars. Page 4

n J.P. Morgan Chase will ex-
pand its home-loan-modifica-
tion program to include loans
sold to investors. Page 19

n Citigroup disclosed an $8.3
billion loss and said it has ear-
marked its Japanese retail broker-
age operation for sale. Page 19

n UBS will sell part of its
commodities operations to
Barclays. Page 20

U.S. prepares
second phase
of rescue plan

Israel and Hamas separately
announced cease-fires, halting
Israeli attacks on Gaza for the
time being and setting the stage
for a possible longer-term deal
that could allow both sides to
claim a measure of victory. Eu-
ropean officials went to Egypt
to lay the groundwork for a
more-permanent peace. Page 1

n Merkel’s conservatives and
their allies were set to win an
election in the German state of
Hesse, exit polls showed, which
would mark a strong start to a
national election year. Page 3

n A suicide bomber killed a
campaign manager for a Sunni
party in the Iraqi city of Mosul,
as sectarian tensions rise ahead
of Jan. 31 provincial elections.

n North Korea criticized South
Korea for cutting off economic
aid and warned through an in-
termediary that it has “weap-
onized” a key ingredient to pro-
duce nuclear weapons. Page 10

n Seven French soldiers died in
a helicopter crash off the coast
of Gabon during a joint exercise.
One soldier was still missing.

n The US Airways plane that
ditched last week in New York
is believed to have encountered
bird strikes exceeding any such
events covered by U.S. standards
for engine durability. Page 32

n Antigovernment protesters
clashed with police in Lithua-
nia, following similar riots in
Bulgaria and Latvia amid dis-
content over economic woes.

n Osama bin Laden’s third-el-
dest son, an al Qaeda operative,
is no longer under arrest in Iran
and is likely in Pakistan, the
top U.S. spymaster said. Page 10

n A car bomb attack killed
five people, including a U.S. sol-
dier, on a road between a U.S.
military base and the German
Embassy in the Afghan capital.

n Hundreds of people were
missing and feared dead after
boats carrying about 400 African
migrants capsized near Yemen.

n Ugandan rebels in eastern
Congo have massacred at least
620 people in the past month,
two human-rights groups said.

n A woman in China died of
bird flu, Xinhua reported, the
country’s second human death
from the virus this month.

Israel and Hamas agree
to halt fighting in Gaza

U.K. to expand its plans
to assist banks, economy
Proposed measures
include insurance
against loan losses

Associated Press

Editorial&Opinion

WASHINGTON—The U.S. govern-
ment, recognizing that the banking
crisis is far larger than originally
thought, is laying the groundwork for
a second phase of its rescue attempt,
with plans to purge bad assets that
are paralyzing the financial system.

Officials at the Treasury, Federal
Reserve and Federal Deposit Insur-
ance Corp., in consultation with the

incoming Obama administration, are
discussing a plan to create a govern-
ment bank that would buy up the bad
investments and loans that are be-
hind the huge losses that U.S. banks
continue to report, say government
officials. Also under consideration is
an additional and giant government
guarantee of banks’ assets against
further losses.

The discussions, which are inten-
sifying, show how the rapid deterio-
ration of bank assets is outpacing
the government’s rescue efforts.
Banks are now struggling not only
with the real-estate investments
that sparked the crisis, but also with
the car loans, credit-card debt and
other consumer debt that have taken
a hit with the faltering economy.

The latest government proposals
Please turn to page 31

Israel and Hamas, the militant
group that controls the Gaza Strip,
separately announced cease-fires,
halting more than three weeks of blis-
tering Israeli attacks on the territory
for the time being and setting the
stage for a possible longer-term deal
that could allow both sides to claim a
measure of victory.

On Sunday, Hamas factions in
Gaza said they will honor a one-week

cease-fire, following Israel’s declara-
tion late Saturday that it would halt
its attack, according to the Associ-
ated Press. Hamas’s Syrian-based
deputy leader, meanwhile, said on
Syrian television that the cease-fire
will give Israel time to withdraw and
open all the border crossings to allow
humanitarian aid into Gaza, two con-
ditions Hamas has demanded for any

prolonged peace.
“We the Palestinian resistance fac-

tions declare a cease-fire from our
side in Gaza, and we confirm our
stance that the enemy’s troops must
withdraw from Gaza within a week,”
the AP quoted Abou Marzouk saying.

Israeli Prime Minister Ehud Olm-
ert said late Saturday that Israel
would halt its military offensive
against Hamas in the Gaza Strip, lay-
ing out a cease-fire plan that went
into effect at 2 a.m. Sunday morning
local time.

Israeli authorities said five rock-
ets were fired from Gaza into south-
ern Israel late Sunday morning, be-
fore Hamas made its declaration. Ha-
mas leadership had sent conflicting
signals all weekend. The group often
speaks with more than one voice and
is split between leadership inside
Gaza and its top leader and his circle,
who reside in Damascus.

Despite some uncertainty over ex-
Please turn to page 31

Israeli Prime Minister Ehud Olmert on Sunday declared a cease-fire in Gaza, saying
Israeli forces would resume attacks if Hamas continued to fire rockets into Israel.

The Bush legacy
Americans are safer today
than on September 10, 2001.
Review & Outlook. Page 11

LONDON—The U.K. government
is rushing out additions to its finan-
cial-rescue plan, in an effort to kick-
start lending and quell rising con-
cerns about the health of the coun-
try’s banking system.

Faced with plunging bank stocks
and a worsening economic down-

turn that the £500 billion ($737 bil-
lion) rescue plan has failed to stem,
the U.K. government now plans to of-
fer banks a number of new mea-
sures, featuring a kind of insurance
that would limit their losses on
mortgage and other loans. The insur-
ance would be aimed at easing wor-
ries about the extent of banks’
losses and at reviving the market
for securities into which banks re-
package the loans.

Prime Minister Gordon Brown
and Treasury Chief Alistair Darling
plan to announce the package early
Monday, after an intense weekend

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

U.S. inaugural festivities
feature lots of loopholes
ECONOMY & POLITICS | PAGE 9

Microsoft bid to top Google
builds on history of misses
NEWS IN DEPTH | PAGES 14-15

By Deborah Solomon, Jon
Hilsenrath and Damian Paletta

By Chip Cummins in Dubai, Jay
Solomon in Washington and
Joshua Mitnick in Tel Aviv

Money & Investing > Page 17

By Carrick Mollenkamp,
Alistair MacDonald and Sara
Schaefer Muñoz
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In a few days, U.S. banks
will have a new boss in
Barack Obama. What will
he demand from his sick
subjects? That is a huge
talking point among bank-
stock investors.

After an incoherent
start, the Treasury, led by
Henry Paulson, launched
multiple bank rescues that
settled into something of a
pattern. Recipients of gov-
ernment aid issued prefer-
ence shares with an afford-
able dividend, and the re-
ally sick, like Citigroup and
Bank of America, passed a
portion of future losses to
the taxpayer.

But this approach didn’t
solve the problem: BofA
shares are down 81% in a
year, despite two govern-
ment interventions. Mean-
while, Standard & Poor’s
said Friday that without
government support, Citi’s
credit rating would be four
notches lower.

Mr. Obama needs to try
something new.

Surprisingly, the incom-
ing administration is dis-
cussing plans that resemble
Mr. Paulson’s ideas. The
new team is mulling wider
use of loss-sharing agree-

ments and buying toxic as-
sets from banks.

For investors, much de-
pends on the terms at-
tached to assistance
granted by the new adminis-
tration. If they are tough,
the stocks could get hit.
And they may have to be
tough to avoid a public out-
cry. The Obama team is
well aware that throwing
taxpayer money at the

banks is unpopular with
the public.

Just as important is the
scale of bad-asset pur-
chases and loss guarantees.
If they are too small, the
banking sector doesn’t get
cleaned up quickly. But if
they are too big, the public
purse gets strained and pop-
ular opposition intensifies.

Looking at the weakness
of balance sheets, there is a
good chance that credit

losses will pile up and
banks’ capital needs would
overwhelm what the new
administration can, or
wants, to spend.

An alternative strategy
would be to nationalize the
sickest and restructure
their balance sheets by giv-
ing a haircut to the banks’
creditors. The advantage: It
quickly removes problem
banks from the market, and
takes restructuring out of
the hands of unreliable ex-
ecutives. The downside: It
prompts panic in the debt
markets, hurting healthy
banks.

A variation for the gov-
ernment would be seizing
banks and restructuring
their balance sheets with-
out hurting creditors, be-
fore trying to recapitalize
them with private money.
Granted, that also would be
expensive for the taxpayer,
given embedded balance-
sheet losses, but it might
provide a lasting solution
for certain banks.

Whatever path the new
administration takes, it is
likely to demand conces-
sions from the industry on
how it pays its staff and
how it lends.

For instance, Friday, the
Federal Deposit Insurance
Corp. proposed extending
the bank-debt guarantee to
10 years from three years,
as long as the debt is used
to fund consumer loans.

If the administration
goes too far down this in-
terventionist road, while
keeping banks publicly
traded, they could start re-
sembling the old govern-
ment-sponsored entities,
like Fannie Mae and Fred-
die Mac. Investors may re-
member how that all
ended.
 —Peter Eavis

Greece worries euro zone
Will Greece be the first

country to test the euro
zone’s cohesion? Following
a downgrade of Greece’s
sovereign rating last week,
that isn’t an idle question.
Following recent riots and
with Prime Minister Costas
Karamanlis clinging to a
one-seat majority in Parlia-
ment, it has fueled talk of a
debt default.

Greece now has the low-
est-level A rating from Stan-
dard & Poor’s that the Euro-
pean Central Bank will ac-
cept for sovereign debt it
takes as collateral. That’s a
problem—if the ECB stops
accepting the debt, Athens
will struggle to find buyers.

S&P says that a further
downgrade isn’t in the
cards—Greece’s outlook is
stable. Given how behind
the curve the ratings com-
pany has been, that may
mean little. The spread on
the yield of Greek govern-
ment 10-year bonds over
German bunds widened for
months ahead of the down-
grade. At 2.4 percentage
points, it’s the widest
among euro issuers.

The market’s fears re-
flect Greece’s weak fiscal po-
sition. Government debt is
90% of gross domestic prod-

uct—the second highest in
the euro zone—and rising.
The 2008 budget deficit is
likely to be 3.5% and is
likely to exceed 3% again
this year. At the same time,
the country needs to fi-
nance a big current-account
deficit of about 14% of GDP.

That said, it’s not all
doom. Partly because it is
still catching up with its
richer peers, Greece may be
one of the few countries in
the euro zone to grow this
year. Strong real wage
growth, continuing Euro-
pean Union-financed infra-
structure spending and the
falling cost of imports could
help reduce the current-ac-
count deficit. Greece has
been spared a housing
boom and bust, leaving its
banking system in relatively
good shape.

The big uncertainty is
politics. Much is riding on
the government selling an
austerity program to Greek
voters. An early test of
Greece’s prospects is this
week’s auction of five-year
government debt. Bankers
in Athens are optimistic it
will go just fine. Either way,
it will be a good barometer
of the euro zone’s health.
 —Matthew Curtin

Obama can’t bank on old fixes

The wreckage of US Airways Flight 1549 is lifted from the Hudson River off
Manhattan on to a barge Saturday.

Barrage of birds exceeded air-safety rules
U.S. standards fail
to allow for number
reported by crew

What will the
new president
demand from his
sick subjects?

By Andy Pasztor

The US Airways plane that
ditched minutes after taking off from
New York last week is believed to
have encountered an intense barrage
of bird strikes exceeding any such
events covered by U.S. standards for
engine durability, according to avia-
tion-safety experts.

Salvage crews hoisted the jetliner
from the Hudson River and onto a
barge late Saturday as federal crash
investigators worked to confirm
whether it suffered bird strikes in
both of its engines, as preliminary re-
ports have indicated. The plane’s
black-box data recorders were sent to
investigators in Washington, the As-
sociated Press reported.

Investigators disclosed earlier Sat-
urday that the pilots of US Airways

Flight 1549 recounted smashing into
a flock of large brown birds, which mo-
mentarily covered much of their wind-
shield, and shortly afterward smelled
burning carcasses from the jet’s dam-
aged engines. The pilots of the Airbus
A320 told investigators from the Na-
tional Transportation Safety Board
that roughly a minute after lifting off
from New York’s LaGuardia Airport
with 155 people aboard, they ran into
a flock of birds and lost power from
both engines. The crew managed to
glide the aircraft to a spectacular safe
landing on the Hudson River, and ev-
eryone survived.

But as details emerge about how
quickly the birds crippled the jet as it
was climbing through about 3,000
feet (900 meters), it appears that the
size and the number of birds involved
wasn’t contemplated by existing U.S.
Federal Aviation Administration
safety standards. While some outside
safety experts already are calling for a
reassessment to determine if those
standardsshouldbetightened,airline-
industry officials and engine makers
counter that technology doesn’t exist

to improve the fuel efficiency of newly
designed engines while also making
them substantially more resistant to
such intense stresses from sucking
birds into their fast-moving turbine
blades.

According to material posted on
the FAA’s Web site, the type of en-
gines on the US Airways jet were certi-
fied to be able to keep operating for
five minutes at 75% of normal takeoff
power after ingesting a total of five
birds, each weighing about two-
thirds of a kilogram. If a single bird
weighing 1.8 kilograms gets sucked
into an engine, FAA standards require
it to be able to shut down safely, with-
out a fire or internal disintegration.
Aviation experts have said that some
Canada geese can weigh as much as
six kilograms apiece, and the popula-
tion of such birds has been growing
steadily.

According to interviews of the pi-
lots by investigators, the A320 en-
countered a virtual wall of birds that
somehow veered into its path, Kitty
Higgins, a safety board member, said
Saturday.

The FAA rules also never envi-
sioned a scenario in which relatively
low-altitude collisions with birds
could result in both engines of an air-
liner losing power. The FAA’s site says
thatincasesofdual-enginefailureson
the A320 family of jets, safety proce-
dures “assume crew has time to at-
tempt a restart” of the engines, and
there are “step-by-step actions to per-
form at specific altitudes.”

The engines on the plane were
made by CFM International SA, a joint
venture between General Electric
Co.’s engine unit and Snecma, part of
France’s Safran Groupe SA. Industry
officials have said that GE has no
record of dual-engine failures on the

AirbusA320familygoingbackatleast
two decades.

Barely a minute after the bird
strikes, the captain of Flight 1549 be-
gantalkingtocontrollersaboutproba-
blyhaving to ditch inthe river, accord-
ing to investigators. The copilot kept
tryingunsuccessfullytorestarttheen-
gines, while simultaneously running
throughanemergency-landingcheck-
list, according to an Associated Press
report. But because the plane had just
taken off, and had reached an altitude
of only around 3,000 feet, it had little
time to go through the checklist. The
plane splashed into the frigid water
about three minutes after hitting the
birds.

The flight crew’s crucial role in
the rescue of all 155 people aboard in-
creases U.S. regulators’ leverage in
their efforts to force airlines to step
up evacuation training. The FAA was

already moving to beef up evacuation
training for flight attendants. How-
ever, despite years of prodding, it has
been difficult for the FAA to bring
changes to the flight-training regime,
in part because airlines have resisted
tougher rules as unnecessary and ex-
pensive.

The man who steered the US Air-
ways landing, Capt. Chesley B. Sullen-
berger III, 57 years old, has three de-
cades of flying experience, some dat-
ing back to a less-mechanized era of
aviation. Piloting a commercial jet-
liner today depends as much on famil-
iarity with computers and technology
asitdoesontraditionalflyingandhan-
dling techniques. However, ditching
the Airbus A320 on water required a
level of expertise with manual flight
controlsthatonlycomesfromyearsof
seat-of-the-pantsflyingonlesssophis-
ticated craft.
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WASHINGTON—The Bush ad-
ministration, in one of its final acts,
is proposing to let energy compa-
nies drill for oil and natural gas in
half-a-dozen areas off U.S. shores
that previously had been off limits.
The move puts the debate over off-
shore drilling back on the agenda as
President-elect Barack Obama pre-
pares to take office.

The director of the federal
agency that manages the nation’s
offshore oil and gas reserves, Ran-

dall Luthi, said the agency opened a
60-day public-comment period on
whether to allow leasing for oil and
gas in all or some portion of 12 ar-
eas of the outer continental shelf,
including four areas off Alaska, two
off the Pacific coast, three areas in
the Gulf of Mexico and three more
along the Atlantic coast.

Six of the sites had previously
been off limits to development un-
der a quarter-century-old federal
moratorium.

Bush seeks offshore drilling
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Euro-zone view worsens
Gloomy data include
bloc’s trade deficit,
revised French GDP
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By Joellen Perry

FRANKFURT—Global banking
supervisors proposed new mea-
sures to close gaps in banking su-
pervision exposed by the crisis.

Among the changes sought by
the Basel Committee on Banking
Supervision is a provision requir-
ing banks to hold more capital to
guard against losses on some
types of complex financial prod-
ucts. Another proposal would
boost capital requirements for
banks that don’t thoroughly inves-
tigate the kinds of risks underlying
certain complex instruments.

The Basel Committee spear-
heads global banking rules called
Basel II, after the Swiss city where
they were created. The rules have
their roots in the 1980s, when bank
regulations varied widely from
country to country, making it hard
for banks to compete across bor-
ders. The world’s central bankers
huddled in Switzerland to hammer
out basic standards, which were
unveiled in 1988. Basel II rules ex-
panded on the original template
and debuted earlier this decade.

But the rules have come under
fire, in part because critics say
they did little to help forestall the
global financial crisis.

The proposed changes won’t go
far enough for some Basel II crit-
ics. “All these proposals are help-
ful, but they are too little, too
late,” said Morris Goldstein, a se-
nior fellow at the Peterson Insti-
tute of International Economics.
Mr. Goldstein believes banks
should be forced to hold more capi-
tal than current rules demand. The
Basel Committee, he said, “needs
to go much further.”

But in the U.K., where govern-

ment officials are likely to unveil a
plan this week to stimulate bank
lending, some critics say the Basel
rules are too strict. One of a num-
ber of options on the table is reduc-
ing capital requirements to spur
lending.

The latest proposals aim to
plug some of the holes in the Basel
II framework. The proposals “are
part of a broader effort ... to
strengthen the regulation and su-
pervision of internationally active
banks in light of the weaknesses re-
vealed by the financial markets cri-
sis,” the Basel Committee said in a
statement Friday.

President-elect Barack
Obama’s choice to join the Federal
Reserve Board of Governors,
Daniel Tarullo, is a Basel II skeptic.
At Mr. Tarullo’s confirmation hear-
ing at the Senate Banking Commit-
tee Thursday, U.S. lawmakers
again criticized the Basel II rules
for being poorly drafted.

The Basel II rules have been im-
plemented in Europe, while U.S.
banks are still in the process of im-
plementing them.

 —Damian Paletta in Washington
and Alistair MacDonald in London

contributed to this article.

Basel group recommends
more capital for banks
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By Gabriele Parussini

PARIS—France’s central bank
Friday revised lower its estimate of
the country’s fourth-quarter gross
domestic product, and said busi-
ness managers in its December sur-
vey expected the downturn to
worsen.

The outlook also darkened for
economies around the euro zone, a
spate of data on Friday showed.

French GDP contracted by 1.1%
in the fourth quarter, the Bank of
France said, down from a previous
estimate of a 0.7% drop. Although
the economy has so far managed to
avoid recession, or shrinking for
two consecutive quarters, forecast-
ers agree it turned down sharply at
the end of last year. The abrupt
slowdown in global growth is also
affecting the first months of 2009.

In further gloomy economic
data, the euro-zone trade balance in
November swung from a surplus to
a deficit as exports were hit by the
economic downturn in the currency
bloc’s main trading partners, the Eu-
ropean Union statistics agency Eu-
rostat said.

The 15 countries that made up
the euro zone in November posted a
combined deficit in their trade in
goods of Œ7 billion ($9.2 billion), fol-
lowing a revised surplus of Œ500
million in October, marking the big-
gest deficit since August. Slovakia
became the 16th country to use the
euro in January.

Exports were the main driver of
euro-zone growth in the early part
of last year, but the sale of Euro-

pean goods abroad has suffered as
many of the region’s main trading
partners slipped into recession as a
result of the global financial crisis.

Euro-zone exports dropped 10%
in November from a year earlier to
Œ121.5 billion, while imports fell 4%
to Œ128.5 billion. Trade within the
15 nations totaled Œ118.7 billion,
13% less than in November 2007.

Meanwhile, Spain’s government
Friday sharply lowered its growth
outlook and raised its budget-defi-
cit forecasts after last year’s spec-
tacular slowdown of its once-buoy-
ant economy.

In a move that brought its fore-
casts more closely in line with those
of private-sector economists, the
government said it was lowering its
prediction for 2008 gross domestic
product to 1.2%, from 1.6%. Spain
said it expects GDP to contract by
1.6% in 2009, down from its previ-
ous forecast of 1% growth.

Spain’s economic downturn is

one of the most pronounced in the
euro zone, as the global financial cri-
sis has made it more difficult for
the country to finance its large ex-
ternal deficit and hastened the col-
lapse of a massive construction
boom. For over a decade, Spain had
been one of the bloc’s main drivers
of economic growth and job cre-
ation.

Meanwhile, EU countries agreed
to boost auto-industry aid, but said
any measures should be coordi-
nated to preserve a level playing
field in the bloc and avoid a race for
subsidies. In addition to support
from national governments, the Eu-
ropean Investment Bank will boost
its lending by Œ15 billion ($19.73 bil-
lion) in both 2009 and 2010, a signif-
icant portion of which will go to
auto makers and parts suppliers.

 —Nicholas Winning in London,
Jonathan House in Madrid

and Adam Cohen in Brussels
contributed to this article.
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Russian metals tycoon Alisher
Usmanov said that integration in
the Russian metals industry is a
“possible scenario” that could be “ef-
fective and useful” for the sector. A
back-page article Friday incorrectly
indicated that he was referring spe-
cifically to a potential merger of
Metalloinvest, Rusal and Norilsk
Nickel.
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are aimed at attracting private capi-
tal back to the banking system, ef-
forts that have until now largely
failed. “All of these ideas are de-
signed ultimately to facilitate more
lending in the economy,” said FDIC
Chairman Sheila Bair. “It’s essential
to get some private capital back into
these banks.”

Goldman Sachs economists esti-
mate that financial institutions and in-
vestors world-wide will ultimately re-
alize $2 trillion in losses on U.S. loans,
but have recognized only half those
losses so far. That scares investors
who might otherwise give banks
needed capital, and makes banks re-
luctant to make new loans. Regula-
tors say they worry that the only re-
maining source of capital for banks is
the government.

That was underscored by Friday’s
announcements of deep losses at Citi-
group Inc. and Bank of America Corp.
At earlier stages of the crisis, these in-
stitutions had been considered
among the potential deep-pocketed
saviors for struggling banks and mort-
gage lenders.

Citigroup disclosed an $8.3 billion
fourth-quarter net loss as the bank
was hammered by writedowns on
bad loans and securities. Bank of
America, which recently absorbed
Countrywide Financial and Merrill
Lynch, reported a fourth-quarter loss
of $1.79 billion. That came as new de-
tails emerged Friday that Bank of
America had made an agreement
with the government for $20 billion
in additional federal aid to help it com-

plete its Merrill purchase.
The struggles aren’t limited to big

banks. Late Friday, the Office of the
Comptroller of the Currency said it
had closed National Bank of Com-
merce in Berkeley, Ill. The bank had
large holdings of Fannie Mae and
Freddie Mac preferred shares, which
were wiped out when the govern-
ment took over the mortgage giants
last September. The bank had $431
million of assets.

The U.K., too, is finalizing new ad-
ditions to a banking-rescue plan,
which Prime Minister Gordon Brown
and Treasury Chief Alistair Darling
will announce Monday. Last week,
U.K. banking stalwarts such as Bar-
clays PLC saw their shares clobbered.
Friday, the day authorities lifted a
ban on short-selling, Barclays shares
were down 25%. In a statement Fri-
day, Barclays officials said the bank
expects to beat analyst expectations
when it reports its 2008 results next
month. (Please see article on page
M1.)

In the U.S., Federal Reserve offi-
cials are advocating aggressive ac-
tion to take assets such as mortgage-
backed securities off the balance
sheets of financial firms. The incom-
ing Obama administration, which
shares the Fed’s belief that these as-
sets are impeding financial and eco-
nomic recovery, is also exploring
ways to deal with the matter.

Getting a greater commitment
from lawmakers could be a hurdle.
Lawmakers have been critical of the
Bush administration’s handling of the
early stages of the bailout. The Con-

gressional Budget Office estimated
Friday that taxpayers could lose $64
billion on investments made with the
first third of the $700 billion Trou-
bled Asset Relief Program, despite as-
surances by American officials that
the rescue could make money for the
U.S. government.

It is unclear whether the plans
now under discussion would require
Congress to authorize more money
beyond its $700 billion financial bail-
out fund. Congress released the sec-
ond half of the Troubled Asset Relief
Program on Thursday, but a chunk
has already been committed to help-
ing homeowners, U.S. auto makers
and Bank of America.

The idea of buying up bad bank as-
sets echoes the original idea of Trea-
sury Secretary Henry Paulson, who
asked Congress in September to fund
the plan. Mr. Paulson abandoned that
idea in favor of investing directly in
banks after he concluded that the pro-
gram would be too slow, costly and
difficult to implement.

The switch to making direct invest-
ments helped stave off a collapse of
the financial system in September.
But it did little to get banks back on
track.

“You can’t solve the overall eco-
nomic problem if you can’t get the fi-
nancial institutions lending again,”
said Martin Feldstein, a Harvard econ-
omist who has consulted with the
new Democratic majority on Capitol
Hill and is former head of the Council
of Economic Advisors under Presi-
dent Ronald Reagan. “And you can’t
do that as long as they don’t know

what the value [of their troubled as-
sets] is, particularly the residential
mortgage-backed securities and de-
rivatives based on them.”

On Friday, Mr. Paulson said regula-
tors are still interested in removing
bad bank assets from the financial sys-
tem and are considering many ways
of doing that, including an “aggrega-
tor bank” that could purchase the se-
curities, transferring the risk of hold-
ing them to the government.

Fed officials have made similar
public comments. “The presence of
these assets significantly increases
uncertainty about the underlying
value of these institutions and may in-
hibit both new and private invest-
ment and new lending,” Federal Re-
serve Chairman Ben Bernanke said in
London on Tuesday.

One idea would be to use bailout
funds to capitalize a “bad bank.” The
entity could then raise a substantial
amount of cash by issuing govern-
ment-backed debt. Ms. Bair said
banks that sell assets to the govern-
ment fund could become part owners.
The government bank could hold the
assets, sell them or securitize them.

Ms. Bair said the assets could be
purchased at fair value, the figure
banks use to value their own assets.
Such a move would remove the chal-
lenge of placing a price on assets that
rarely trade. That would allow banks
to avoid selling their assets for a low
price, a move that would force them
to take additional write-offs. The op-
posite danger is that the government
would overpay.

Another top option under discus-

sion would be to broaden a technique
the government has already used in
its rescue of Citigroup and Bank of
America. In both instances, the gov-
ernment agreed to share losses with
the banks on a certain group of as-
sets. The banks agreed to take the
first hit, and taxpayers are on the
hook for much of the rest. In the case
of Citigroup, the total amount of as-
sets protected is more than $300 bil-
lion.

This loss-insuring plan under dis-
cussion would be available to banks
large and small. Ms. Bair said she and
other regulators are keen to provide
sweeping solutions instead of the ad
hoc approaches of last year. Officials
don’t agree, though, on whether guar-
antees could be offered broadly, given
the complexity and variety of instru-
ments held by many institutions.

Under the bad-bank plan, finan-
cial institutions would rid themselves
entirely of the assets. Under the insur-
ance plan, the assets would stay on
banks’ books. That makes it less pref-
erable, some economists say, because
the presence of the bad assets on
bank books could worry investors.

Policy makers are also thinking of
expanding an existing Fed program
that aims to spur lending by encourag-
ing investors to buy newly issued,
high-rated securities backed by con-
sumer loans. They could expand it in
other ways: for instance by agreeing
to guarantee other kinds of securi-
ties, such as those backed by commer-
cial real-estate mortgages, or by pur-
chasing lower-rated or previously is-
sued securities.

Continued from first page

U.S. prepares second phase of its financial-rescue plan

actly who in Hamas had agreed to
what, the practical consequence of
the two sides’ cease-fire declarations
was a welcome calm for both sides by
late Sunday.

More than 1,100 Palestinians have
been killed in the fighting, about one-
third of them children, according to
United Nations and Palestinian
health officials. Thirteen Israelis
have died, including three civilians.

European officials descended on
Egypt on Sunday to lay the ground-
work for a more-permanent peace be-
tween the two sides. Mr. Olmert said
Saturday that France, Germany and It-
aly had agreed to help prevent smug-
gling of arms into Gaza, a key condi-
tion of Israel in its decision to halt hos-
tilities. European officials in Egypt un-
derscored that commitment Sunday.

“We have pledged to help Israel
and Egypt with all the technical, mili-
tary, naval and diplomatic ways to

help end the smuggling of weapons
into Gaza,” French President Nicolas
Sarkozy told reporters at a news con-
ference after the summit, according
to the AP.

Mr. Olmert said Saturday night
that Israel had made no deal with Ha-
mas, but was acting unilaterally after
receiving assurances from Egypt, the
U.S. and other Western powers that
they would assist Israel in preventing
arms smuggling into Gaza.

Mr. Olmert said Israeli forces will
maintain their positions inside Gaza
for the time being and Israel would re-
sume military operations if Hamas
continued to fire rockets into Israel.

Mr. Olmert said if Hamas holds
fire, Israel will consider a troop pull-
out, but he gave no timetable. Pales-
tinian officials initially expressed dis-
appointment that Israel didn’t go far
enough in committing to a pullback.

Mr. Olmert said that Israel made
the cease-fire decision after achiev-

ing its military goals in the 22-day of-
fensive against Hamas. Israeli offi-
cials have said they have significantly
degraded Hamas’ governing and mili-
tary infrastructure, but Hamas has
continued to send rockets into Israel
throughout the three-week war.

“Hamas has been badly beaten,”
Mr. Olmert said.

Israel started its offensive on Dec.
27, saying it was responding to in-
creasing rocket attacks on Israel, af-
ter an informal cease-fire between Is-
rael and Hamas expired last month.

If the cease-fire results in an end
to those rocket attacks, it could allow
Israel to claim a military victory. It
would also ease mounting interna-
tional pressure to stop the fighting
amid soaring casualties, many of
them civilians. A calm before Tues-
day’s swearing-in of U.S. President-
elect Barack Obama also could help
manage relations between Israel and
the new U.S. administration.

Continued from first page

Foreign leaders press for lasting cease-fire

U.K. to expand financial-rescue plan in a bid to spur bank lending

FROM PAGE ONE

of negotiations. Urgency to finalize
the package increased after a trad-
ing session Friday that saw shares
of Barclays PLC, considered one of
the stronger U.K. banks, plummet
25% while Royal Bank of Scotland
Group PLC fell 13%.

The politicians will present the
package to Parliament, where they
are expected to face tough ques-
tions over why the existing bailout
plan, announced in October, has
failed to restore lending. That bail-
out included a £37 billion capital in-
jection into three of the country’s
biggest banks—RBS, HBOS PLC and
Lloyds TSB Group PLC—as well as
government guarantees of bank

debt. At the time, the package was
seen as a global model for dealing
with the financial crisis.

Under the new plan, the govern-
ment will take steps to insure banks
against losses arising from toxic as-
sets currently on their balance
sheets. Regulators and banks be-
lieve this is a better option than a so-
called bad bank, which would pur-
chase toxic assets from the banks,
because it avoids the tricky ques-
tion of how to place a value on as-
sets that have no market price.

Separately,thegovernmentwillin-
sure against losses on mortgage and
other loans that are bundled into
pools and sold as securities. The blue-
print for this concept is a report by

James Crosby, a former chief of
HBOS, who in November recom-
mendedthat the government guaran-
tee some £100 billion in such asset-
backed securities over the next two
years.Onehopeisthat theguarantees
will prompt institutional investors to
buy the securities, restarting a frozen
market that has been a crucial source
of financing for bank lending.

The government also plans to ex-
tend its guarantee of bank-issued
debt, initially scheduled to end in
April, to the end of 2009, while also po-
tentially expanding the guarantee to
nonbank firms such as mortgage lend-
ers and car-loan companies. In Octo-
ber, the government committed £250
billion to that guarantee plan. By De-

cember, banks had issued some £100
billion in debt using the guarantees.

The government will expand a
lending program from the Bank of
England, and allow financial institu-
tionstoswapawiderrangeofhard-to-
sell assets for government debt.

Inaddition,thegovernmentiscon-
sidering easing the terms under
whichit took stakes in RBS,HBOS and
Lloyds. Banks could be allowed to
give the government common stock
to replace its preference shares,
which pay a high interest rate that
has proven onerous for the banks. As
a result, the government, which al-
ready owns 58% of RBS, could end up
with larger stakes in the banks.

Even after sealing the details on
the new plan, Treasury officials will
be returning to theirdesks to workon
plans to make it easier for large com-
panies, such as those that make cars
in the U.K., to borrow. Last week, the
government added a £21 billion loan-
guarantee program aimed at small
and midsize companies.

The new package, though, will
face obstacles similar to those that
have dogged the original plan. For
one, no matter how much they lend,
U.K. banks will be hard pressed to
fill the gap left by foreign banks and
investors that have exited the mar-
ket. Adding to the problems in re-
cent months is that Northern Rock
PLC, a big U.K. lender that was na-
tionalized last year, had been de-
creasing its loan book, removing a
big lending presence in the U.K. Un-
der one further step that could be an-
nounced Monday, regulators now
plan to slow that shrinkage.

Sandy Chen, an analyst at invest-
ment bank Panmure Gordon & Co. in
London,onSundayquestionedtheex-
tent to which the proposed plans
would stimulate the U.K. economy,
given the vast amount of loans that
aresouringaswellasthefactthatcon-

sumers and companies simply are
borrowing less. Mr. Chen believes
that banks should write off the bad
loans in one fell swoop.

“It would be better to recognize
those bad debts up front and be done
withthem,andlendfrom acleaned-up
base,” he said. He estimates that £500
billion of loans made by U.K. banks
were too risky and will experience
problems in the next several years.

John McFall, the chairman of Par-
liament’s Treasury Committee and a
member of the ruling Labour Party,
believes that the state could well
still end up nationalizing a bank and
using it to buy bad assets from other
banks and hold them to maturity.

“If banks don’t have toxic assets
on books, that brings confidence to
the market,” he said Sunday.

Next month, all the U.K. banks are
expected to report dismal results
that will shed light on the depth of
their losses. Barclays, in an effort to
stem the steep drop in its stock Fri-
day, said it is well capitalized and
that it expects to beat analysts’ ex-
pectations when it reports on Feb. 17.

In recent days, government offi-
cials had been struggling to choose
among a slew of proposals for a fur-
ther expansion of the financial-rescue
plan.Peoplefamiliarwithtalksamong
government officials and bankers de-
scribed a scattershot and disjointed
approach. But a person familiar with
the weekend talks said Friday’s stock
drop seemedtobringtogetherregula-
tors and bankers to finalize a plan.

Over the weekend, Mr. Brown
said the government was working to
shore up banks. In London on Satur-
day before departing for Egypt on
Sunday, he said the U.K. faces two
critical problems: U.K. banks are
overexposed to souring overseas
loans and foreign lenders have re-
treated from the U.K., leaving too big
a lending gap for U.K. banks to fill.

Continued from first page
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By Alexander Kolyandr

Russian metals tycoons Oleg De-
ripaska has been appointed chief ex-
ecutive of the country’s largest alu-
minum producer, UC Rusal, of
which Mr. Deripaska is the major
shareholder, Rusal said in state-
ment Sunday.

The company said that Alex-
ander Bulygin, who has until re-
cently been the chief executive of
Rusal, will lead the board of EN+
Group, part of Mr. Deripaska’s hold-
ing company, Basic Element. Mr. Bu-
lygin will “oversee matters of inte-
gration of Russian metal and mining
assets,” said Rusal, which owns a
25% stake in Russia’s giant miner
OAO Norilsk Nickel.

The announcement comes as the
Kremlin is considering a plan to

merge some of Russia’s largest met-
als companies into a conglomerate
in which the government would
take a substantial minority stake, in
exchange for writing off
some of the crushing debts
of the tycoons who control
the companies, according
to people familiar with the
discussions.

Metals producers have
been hammered by plung-
ing demand and declining
prices for their products
amid the global financial
crisis. Mr. Deripaska got a
$4.5 billion bailout loan
from the government late
last year.

Mr. Deripaska’s role as CEO will
be “focused on providing for the sus-
tainable development of the com-

pany under the conditions of the glo-
bal financial crisis and implement-
ing a series of crisis management
measures,” the company said.

Moscow is planning
steps to help its belea-
guered metals sector, in-
cluding new tariffs on im-
ports and plans to use gov-
ernment money to buy up
aluminum, nickel and other
metals in order to avoid
production and job cuts at
the companies, people fa-
miliar with the discussions
said.

One of Russia’s richest
businessmen, Mr. Deri-

paska was CEO of Rusal between
2000 and 2003, and owns a 56.76%
stake in the company through Basic
Element.

Europe waits to see if gas will flow
Customers are wary
as Russia, Ukraine
sign new agreement
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BERLIN—An exit poll indicated
Chancellor Angela Merkel’s conser-
vatives and their allies were set to
win a closely watched state elec-
tion. That would give them a strong
start to a national election year.

The ARD television exit poll Sun-
day gave Ms. Merkel’s Christian
Democratic Union 37.5% of the vote
in western Hesse state. The party
should be able to form a center-
right coalition with the pro-busi-
ness Free Democrats, with 16% of
the vote.

The exit poll shows a heavy de-
feat for Germany’s main center-left
party, the Social Democrats, with
23.5% of the vote.

Ms. Merkel will seek a second
four-year term in office in the Sept.
27 national election. Nearly 4.4 mil-
lion people were eligible to vote for
the state legislature in Hesse,
which is holding its second elec-
tion in a year after a January 2008
vote produced an intractable stale-
mate.

Christian Democrats in Hesse
are hoping for a comeback after los-
ing their parliamentary majority

last year. They could form a center-
right coalition with the business-
friendly Free Democrats—a combi-
nation Ms. Merkel would like to see
form the next national govern-
ment.

Sunday’s vote was “about the
citizens of Hesse, but also about
the future of Germany,” Ms. Merkel
said at a campaign rally last week.

Last year, the Christian Demo-
crats finished neck-and-neck with
the Social Democrats, Ms. Merkel’s
partners in the national govern-
ment but bitter rivals in Hesse, af-
ter a much-criticized campaign tar-
geting crime committed by young
immigrants. The result left both
parties unable to form a coalition
with their traditional partners.

The Social Democrats then
failed in two attempts to install a
left-wing government with sup-
port from the Left Party—an up-
start group including former com-
munists.

The saga allowed Ms. Merkel’s
party to hammer away at its rival’s
credibility and helped push the So-
cial Democrats’ national ratings to
record lows.

Ms. Merkel has led Germany in
an awkward national “grand coali-
tion” with the Social Democrats—a
combination of Germany’s biggest
parties—since 2005.

Both want to end the alliance in
September, and the Social Demo-
cratic foreign minister, Frank-
Walter Steinmeier, hopes to oust
Ms. Merkel as chancellor. They will
have to campaign against each
other even as they work together to
limit the fallout from the global eco-
nomic crisis.

Several more tests lie ahead. In
May, conservative President Horst
Koehler will seek re-election
against a Social Democratic chal-
lenger; European Parliament elec-
tions follow in June, and another
three state elections in August.

Deripaska is appointed Rusal’s CEO

Oleg Deripaska

TNK-BP hits delays in appointing new CEO
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The European Union hailed an agreement between the prime ministers of Ukraine
and Russia, Yulia Tymoshenko and Vladimir Putin, to restore gas supplies.

Christian Democrats
in Hesse are hoping
for a comeback after
losing their majority.

By Alexander Kolyandr

And Gregory White

The process of appointing the
new chief executive of BP PLC’s trou-
bled Russian joint venture, TNK-BP
Ltd., may face significant delays be-
cause the main candidate has mis-
givings over the compensation pack-
age and possible limitations of his
power, people familiar with the mat-
ter said.

The appointment was to be the
last step in a peace deal between BP
and its Russian partners after a long
and bitter dispute last year. A per-
son close to the Russian sharehold-
ers said the appointment is “not go-
ing to happen as quickly as people
expected.... This is a process that
will probably take a couple more
months.”

Denis Morozov, the lead candi-
date for the job and the former head
of OAO Norilsk Nickel, wants his
power and responsibilities to be
more clearly defined and also wants
assurances his control over day-to-
day operations will be free from in-
terference, said a person familiar
with Mr. Morozov’s thinking.

The person also said Mr. Moro-
zov is unhappy that TNK-BP share-
holders proposed linking his bonus
to the outcome of an initial public of-
fering of 20% of the company’s
stock sometime in the future, which
Mr. Morozov believed wasn’t part of
the initial agreement.

Mr. Morozov has BP’s full sup-
port, people familiar with the mat-
ter said. The disagreement is prima-
rily with BP’s Russian partners in
the joint venture, who consider Mr.
Morozov’s demands “outrageous,”
said another person.

Talks are under way to resolve
these issues, these people said.

BP and its Russian partners have
only recently settled disagreements
over governance and strategy at
TNK-BP that erupted into public ac-
rimony last summer. A new share-
holder agreement was signed last
week and a new board appointed
Thursday.

The next step was to announce
the successor to former Chief Execu-
tive Robert Dudley, who resigned
from the post in December as part of
the truce between the two sides.
Chief Operating Officer Tim Sum-
mers is acting CEO.

Since then, the influence of the

Russian side over the day-to-day op-
eration of the company has grown
and now exceeds that of BP, said a
person familiar with the situation.

Mr. Morozov’s powers in the com-
pany may be limited if German Khan
and Viktor Vekselberg, two of the
Russian shareholders in TNK-BP
who are also powerful executive di-
rectors, remain in their positions.

BP had demanded the resigna-
tion of Messrs. Khan and Vekselberg
for being insubordinate and obstruc-
tive at the height of the dispute. The
Russian shareholders blocked the
move. Both men retained their posi-
tions in the new shareholder agree-
ment signed last week.

That agreement established a
five-person management board
that any future CEO won’t be able to
change without majority approval
of TNK-BP’s new 11-person board of
directors, said a BP spokesman. The
management board will consist of
three executives appointed by BP—
the chief financial officer, chief oper-
ating officer and one other post—
and two senior executives ap-
pointed by the Russian holders.

BP is satisfied this management
structure will allow the new CEO to
govern in the interests of both sides,
the spokesman said.
 –James Herron contributed

to this article.

LEADING THE NEWS

By Alan Cullison

MOSCOW—Russia and Ukraine,
under heavy pressure from Euro-
pean leaders, said they reached an
agreement Sunday to restore gas
supplies to Europe. Western leaders
remained wary, however, after see-
ing previous deals fall apart at the
last minute.

The latest pact came after mara-
thon talks in Moscow between Rus-
sian Prime Minister Vladimir Putin
and Ukrainian Prime Minister Yulia
Tymoshenko, who announced the
deal at a joint news conference
early Sunday morning.

The European Union hailed the
agreement but said it has seen
“many false dawns in the dispute”
and that it will await resumption of
gas shipments before celebrating.

The Ukrainian prime minister
will need to return to Moscow on
Monday for its signing. If the gas is
turned on, it could take another day
for it to travel hundreds of kilome-
ters through Ukrainian pipelines to
Europe.

Russian supplies were cut off
Jan. 7, forcing supply cuts and other
emergency measures in more than a
dozen countries.

“They’ve said it will happen to-
morrow, but our position is that gas
should already be flowing through
the pipes,” said EU spokesman Fer-

ran Tarradellas.
The redoubled efforts to cut a

deal came amid rising impatience in
the West with Kiev and Moscow for
the supply interruption, which
plunged parts of the Continent into
the cold.

Moscow maintains that Kiev is
the root of the problem because it
has been unwilling to pay market
rates for gas imports.

Ukraine’s divided government
has hampered talks: President Vik-
tor Yushchenko and Prime Minister
Tymoshenko have become bitter ri-
vals since they were swept to power
by the Orange Revolution of 2004,
and have repeatedly blamed each
other for the gas dispute.

But Russia also saw its reputa-

tion as a reliable gas supplier badly
dented by the dispute, even as it
tried to blame Kiev.

Over the weekend Russian Presi-
dent Dmitry Medvedev called a sum-
mit in Moscow of gas-consuming na-
tions to put pressure on Ukraine to
come to a deal. Few nations at-
tended, however, and the meeting
produced no tangible results.

Under the terms of the agree-
ment Sunday, both Russia and
Ukraine can claim they have ex-
acted some concessions from each
other.

Ukraine promised to pay full mar-
ket rates for gas starting Jan. 1 of
next year but will take a 20% dis-
count in 2009. Ukraine paid $179.50
per thousand cubic meters for gas

last year, well below European
prices that reached more than
$450. Market prices, which follow
oil prices with a lag, are expected to
plunge to around $250 later this
year.

Russia, meanwhile, will pay full
market rates for the transport of
gas across Ukraine beginning in
2010 but will get lower rates for the
remainder of this year.

Analysts said bickering between
Ukraine and Russia has cost the
countries dearly as the crisis has
sparked calls in the EU to seriously
consider alternatives to importing
so much of its natural gas from Rus-
sia through Ukraine.

Both sides claimed they had
reached agreements in recent
weeks only to see them fall through
amid finger-pointing.

Czech Industry Minister Martin
Riman, whose government cur-
rently holds the EU presidency, said
he was “slightly optimistic” about
the deal announced Sunday.

“If the deliveries don’t resume
despite such strong declarations by
the Russian and Ukrainian prime
ministers, there will be a total crash
in the confidence of EU consumers,
citizens and the enterprise,” he
added.

The crisis started Jan. 1 when
Russia cut supplies to Ukraine be-
cause of a dispute over Kiev’s debts
to Moscow and gas prices for 2009.
It later escalated when all Russian
gas supplies to Europe that pass
through Ukraine were halted. The
EU gets nearly a quarter of its gas
from Russia, most of it via pipelines
across Ukraine.

Exit poll shows
Merkel’s party
ahead in election
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New York Times, investor in talks
Mexican billionaire
may provide capital
as ad sales decline

By Matthew Karnitschnig

And Russell Adams

New York Times Co. is in discus-
sions with Mexican billionaire Car-
los Slim about investing in the news-
paper publisher to help ease its fi-
nancial problems, according to peo-
ple familiar with the matter.

The talks are ongoing and may
yet fall apart, but one of the options
being discussed is a preferred-stock
issue. Under this scenario, New York
Times would issue Mr. Slim stock
that carries no voting right but pays
an annual dividend, in return for his
investment. The investment would
be similar to a loan. Preferred shares
are often convertible into common
stock after a defined period.

It isn’t clear how much Mr. Slim
would be willing to invest, but the
people familiar with the matter said
it would likely be several hundred
million dollars.

New York Times is said to be plan-
ning a special board meeting next
week. A company spokeswoman de-

clined to comment. A spokesman for
Mr. Slim also declined to comment.

It is still possible that another in-
vestor could emerge to provide New
York Times with capital. One possi-
bility is Harbinger Capital Partners,
a hedge fund. Harbinger holds
about 28.5 million Class A shares, or
about a 20% stake, in the Times. The
fund last year waged a proxy battle
in which it sought four seats on the
Times board and strategic changes
at the company, including the sale
of noncore assets like the
Boston Globe. In March, the
Times granted the group
two board seats. But a dete-
rioration both in the value
of its New York Times and
other investments may
make it unlikely that Har-
binger would be willing to
commit even more capital.
A spokesman for Harbinger
declined to comment.

An infusion from Mr.
Slim would at least buy the
Times more time as the deteriorat-
ing newspaper-ad market chal-
lenges the company’s ability to ser-
vice its debt.

The Times has about $46 million
in cash and had $1.1 billion in debt as
of the end of September. It has a
$400 million credit facility that ex-
pires in May, $250 million in notes

due in 2010 and another $400 mil-
lion credit facility due in 2011.
Times executives in December said
the company is negotiating with
lenders on long-term debt and
doesn’t plan to replace the facility
expiring in May because it won’t
need to borrow as much. They also
said they are looking to raise as
much as $225 million from a sale-
leaseback of its share of its head-
quarters building and are consider-
ing other financing options.

Mr. Slim already had a
6.4% stake as of the end of
September. The value of
the investment has
dropped by more than half
since then and is now
worth about $60 million.
At the time of the invest-
ment, a spokesman for Mr.
Slim said the 68-year-old
billionaire simply saw an
opportunity for a piece of a
“great” company at an “at-
tractive” price and had no

plans to take a role in its manage-
ment or board.

Mr. Slim is the owner of Telmex,
Mexico’s former telephone monop-
oly, and America Movil SA, Latin
America’s largest cellphone firm by
subscribers.

Like all newspaper publishers,
the Times has had to slash costs to

compensate for steep revenue de-
clines as readers and advertisers
have departed print for the Web.
Last year, the company cut jobs at
its flagship paper, merged sections
of the Times and Boston Globe to re-
duce printing costs, and consoli-
dated New York-area printing
plants.

But the global economic crisis
has pushed advertising to unfore-
seen depths, forcing publishers to
take even more drastic moves. In No-
vember, the Times cut its quarterly
dividend by 75%, ending a tradition
of enriching shareholders even as
the stock fell. The dividend is a
weighty issue for the Times because
it has long been a chief source of in-
come for many members of the Ochs-
Sulzberger family, which controls
the company through its majority
ownership of a special class of super-
voting shares. The dividend cut re-
duced family members’ annual pay-
out to less than $7 million from
about $25 million.

While the family said it sup-
ported the cut and has no inten-
tion of selling the paper, the dwin-
dling return could test its mem-
bers’ commitment to the paper as
economic pressures squeeze prof-
its. In the third quarter, the Times
posted net income of $6.5 million,
down 51% from the same period a
year earlier.

By Gustav Sandstrom

STOCKHOLM—Sony Ericsson
said Friday that it swung to a
fourth-quarter loss as contracting
consumer demand and the de-
creased availability of credit hit
sales, and warned the market is
set to worsen this year, particu-
larly in the first half.

The mobile-phone maker re-
ported a net loss of Œ187 million
($246 million) for the three
months ended Dec. 31, compared
with a Œ373 million profit a year
earlier. Net sales fell 23% to Œ2.91
billion from Œ3.77 billion.

The company, a joint venture
between Sony Corp. of Japan and
Telefon AB L.M. Ericsson of Swe-
den, said it would take additional
cost-cutting measures to better
cope with the downturn.

Sony Ericsson booked charges
of Œ129 million in the fourth quar-
ter related to its continuing re-
structuring program, which tar-
gets annual savings of Œ300 mil-
lion by mid-2009. The company
said it has expects to book addi-
tional savings of Œ180 million,
with the full effect expected by the
end of this year.

Chief Executive Dick Ko-
miyama said in an interview fol-
lowing the earnings report that
Sony Ericsson will likely post a net
loss for 2009, but he predicted
that efficiency improvements and
launches of new phones will help
it return to profitability toward
the second half of the year.

In a conference call, Mr. Ko-

miyama said his company will pur-
sue the high-end smart-phone seg-
ment of the market aggressively,
and aim for a smaller and more seg-
mented midrange portfolio. Its
current range-topping multime-
dia device, the Xperia X1, was
launched in September.

Analysts have predicted that
the global cellphone market will
contract in 2009 for the first time
since 2000-2001 as the economic

slowdown hits consumer spend-
ing.

Nokia Corp., the world’s big-
gest mobile-phone maker, warned
in December that it expects global
handset volumes to fall 5% or
more in 2009 from a year earlier.

Sony Ericsson shipped 24.2 mil-
lion phones in the fourth quarter,
down from 30.8 million a year ear-
lier. The average selling price for
its handsets fell to Œ121 from Œ123.

The company’s estimated mar-
ket share for the fourth quarter
came in at around 8%, down from
9.4% from a year earlier, but
largely unchanged from 8.1% in
the third quarter of 2008.

Still, it will be difficult for Sony
Ericsson to defend its position as
the world’s third-largest mobile
phone maker by market share af-
ter Nokia and Samsung Electron-
ics Co., said Carolina Milanesi, mo-
bile-research director at analyst
firm Gartner.

“We believe that 2009 will be a
deciding year for Sony Ericsson as
it battles between profitability
and market share growth,” she
said.

Sony Ericsson swings to a loss

Lilly agrees to settle off-label charges

By Miguel Bustillo

Circuit City Stores Inc. began liq-
uidating its remaining 567 U.S.
stores on Saturday, the largest re-
tail casualty yet in a recession that
is expected to claim more victims.

The demise of the 60-year-old ap-
pliance and electronics chain, the
U.S.’s second largest after Best Buy
Co., underscores the difficulty retail-
ers have had restructuring under
bankruptcy in the current economy.

“We are extremely disappointed
by this outcome,” Circuit City’s act-
ing chief executive, James A. Mar-
cum, said in a statement. “Regretta-
bly for the more than 30,000 em-
ployees of Circuit City and our loyal
customers, we were unable to reach
an agreement” to sell the company
and avoid liquidation, he said.

Going-out-of-business sales
started Saturday and will last roughly
90 days, company officials said.

Circuit City initially tried to
weather the storm by closing 155
stores and laying off hundreds of
workers at its Richmond, Va., head-
quarters. But sales have plunged
since the company declared bank-
ruptcy in November. Recently, it
warned it would likely have to liqui-
date if it didn’t find a buyer by Fri-
day because its suppliers were in-
creasingly demanding to be paid up
front and it was running out of
money.

On Friday, Circuit City told a
bankruptcy judge that an auction to
sell itself as a going concern had
failed to garner bidders, leaving it
no choice but to accept bids from
four liquidators: Great American
Group WF LLC, Hudson Capital
Partners LLC, SB Capital Group
LLC, and Tiger Capital Group LLC.

People close to the U.S. bank-
ruptcy filing said private-equity
firm Golden Gate Capital was inter-
ested in buying the entire company
late Thursday evening, but was un-
able to convince creditors to give it
even a few extra days to study the re-
tailer’s finances. Creditors were un-
willing to grant the time because
they concluded Circuit City was in-
evitably finished.

Every major U.S. retailer that has
sought to reorganize under bank-
ruptcy-court protection in the past
year has eventually been forced to
liquidate because of a lack of buyers
or financing.

Circuit City, which had revenue
of $11.7 billion in the fiscal year
ended last February, was founded
in Richmond in 1949 by Samuel S.
Wurtzel as “Wards Company.” It
grew rapidly in the South, selling
appliances and electronic equip-
ment, and by the 1980s was the top
consumer electronics chain in
America.

However, competition from Min-
nesota upstart Best Buy caught Cir-
cuit City flatfooted in the 1990s.

The company’s 765 additional
stores and retail outlets in Canada,
which are generally smaller and em-
ploy about 3,000 workers, are part
of a separate bankruptcy process.
That business is still being auc-
tioned off as a going concern with
bidding scheduled to end this week .

Circuit City’s demise puts new
pressure on commercial property
landlords already weighed down by
retail closings at Linens ’N Things,
Mervyn’s LLC, Bombay Co., Sharper
Image Corp. and Steve & Barry’s
LLC. Vacancy rates rose to 8.9% last
quarter in the 76 largest U.S. com-
mercial property markets.

Carlos Slim

By Jonathan D. Rockoff

Pfizer Inc. plans to lay off as
many as 2,400 salespeople in the
U.S., or as much as a third of its field
force, according to a person familiar
with the matter.

The cuts are likely to knock the
drug industry’s leading employer of
sales representatives from the top
spot, said Jaideep Bajaj, managing di-
rector of ZS Associates, a sales and
marketing consulting firm.

In a statement, Pfizer said it
wouldn’t comment about “rumors or
speculation,” but it added that it was
continually looking to operate in a
“more effective and efficient way.”
The cutbacks will include sales repre-
sentatives and middle managers and
are to be completed this quarter, the
person familiar with the matter said.

Pharmaceutical companies have
been slashing sales jobs built up more
than a decade ago, when blockbusters
like Pfizer’s cholesterol fighter Lipitor
were prescribed mainly by primary-
care doctors. Companies hired so
many sales reps that as many as a half-
dozen might end up calling on the
same doctor to tout the same product.

Companies began slashing sales
forces when their top sellers began
to face cutthroat competition from
less expensive generics. Sales jobs in
the U.S. drug industry have dropped
to about 90,000 now from a peak of
105,000 in the 2006 first quarter, Mr.
Bajaj said.

Pfizer has eliminated more than
15,000 jobs since January 2007. The
sales-layoff plans, which were re-
ported by Bloomberg News, are part
of a strategy announced in October to
divide Pfizer’s commercial operations
into smaller, largely autonomous busi-
ness units focusing on specific areas,
such as primary care and emerging
markets.  —Scott Hensley

contributed to this article.

MARKETPLACE

Circuit City sets
liquidation as
sales efforts fail

Pfizer to lay off
as many as 2,400
on its sales force

The company will
pursue the
smart-phone
market segment.

A WSJ NEWS ROUNDUP

Eli Lilly & Co. agreed to pay $1.42
billion to settle a probe into alleged
improper marketing of the antipsy-
chotic drug Zyprexa, the Justice De-
partment said Thursday.

The announcement and amount
were expected, as Eli Lilly said in Oc-
tober it had set aside $1.42 billion
for a potential settlement.

Zyprexa, which is approved to
treat schizophrenia and bipolar dis-
order, has been Lilly’s top-selling
drug, garnering the company more
than $37 billion in world-wide sales

since its U.S. approval in 1996.
The Indianapolis-based com-

pany said it will pay $800 million to
settle civil suits, including $438 mil-
lion to the federal government and
$362 million to states. It will pay
$615 million to resolve the criminal
probe and plead guilty to a misde-
meanor violation for promoting
Zyprexa as a dementia treatment.

The company didn’t acknowl-
edge any wrongdoing in the civil
cases.

Federal prosecutors in Philadel-
phia have been investigating

whether Lilly played down side ef-
fects of Zyprexa and promoted it for
unapproved uses. The settlement re-
moves the specter of a criminal in-
dictment of Lilly, which could have
threatened the company’s lucrative
business with Medicare and Medic-
aid.

The company has been resolving
thousands of lawsuits as well as
state investigations. In October, it
agreed to pay $62 million to 32
states and the District of Columbia
that had been probing consumer-
protection claims.
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By Josh Mitchell

And Jeff Bennett

The U.S. Treasury Department
extended $1.5 billion in emergency
loans to Chrysler LLC’s lending arm
and has begun discussions with
Ford Motor Co.’s lending unit about
its own financing needs, a govern-
ment official said.

The five-year loans to Chrysler Fi-
nancial LLCwill be extended as part of
Treasury’s $700 billion Troubled As-
set Relief Program. Chrysler was to
get the first $100 million loan install-
ment on Friday, with another install-
ment this week, a government official
said. The government will receive
notes equal to 5% of the loan package.

The Chrysler deal, capping weeks
oftalks, was structured to ensure the
cash infusion will be used to finance
new consumer auto loans, the offi-
cial said. It comes less than a month
after Treasury extended $6 billion to
General Motors Corp.’s GMAC lend-
ing arm. Chrysler has contended
that the money to GMAC put
Chrysler at a disadvantage.

Ford, meanwhile, has also been
in talks with the Treasury, a govern-
ment official said on Friday. The
talks began shortly after Congress
failed late last year to pass an auto-
aid package. The official declined to
say whether Ford’s lending arm,
Ford Motor Credit, is seeking aid.

Friday’s agreement cleared the

way for Chrysler Financial to ex-
pand credit to a wider base of cus-
tomers and spur the company’s U.S.
car sales, which account for about

80% of the auto maker’s overall
sales. Customers, including those
with credit scores in the 620 range,
will be able to apply for loans. Deal-

ers have said about 25% of their cus-
tomers haven’t been able to access
loans because of tighter restric-
tions. The company is now offering
0% financing for as long as 60
months when financing a Chrysler,
Jeep or Dodge vehicle.

“This funding will provide us
with increased capacity to help
Chrysler LLC and our dealers make
new loans available to qualified con-
sumers and sell more cars and
trucks,” said Thomas F. Gilman, vice
chairman and chief executive of
Chrysler Financial.

The deal was structured so the
loans will be extended to a “special-
purpose entity” created by Chrysler
Financial. Under that arrangement,
“we would not be in line with other
creditors” who would be affected by
abankruptcyfilingbyChryslerFinan-
cial, the government official said.

The special-purpose entity cre-
ated by Chrysler Financial will issue
warrants to the Treasury in the
form of additional notes in an
amount equal to 5% of the total size
of the loan. The additional notes
will vest 20% on the closing date
and 20% on each anniversary of the
closing date and will have other
terms similar to the loan.

Chrysler’s new car and truck sales
fell 53% in December from the same
month a year earlier. For the year,
salesfell30%inthe U.S., withChrysler
selling 1.45 million cars and trucks.

Chrysler Financial gets loan
Car maker’s lending arm to get $1.5 billion in emergency funds; Ford in talks with Treasury

EU nations seek fairness in vow to aid auto sector

GM bondholders discuss debt-for-equity swap
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By Sharon Terlep

General Motors Corp. bondhold-
ers formed a committee to negoti-
ate terms of a debt-for-equity swap,
a key requirement of the auto mak-
er’s loan from the U.S. government,
GM executives said on Thursday.

Terms of the government’s $13.4
billion loan program requires GM to
have a plan in place that would cut
its $27.5 billion in unsecured debt
by two-thirds by Feb. 17. It also must
reach a cost-cutting agreement
with its union workers.

On Thursday, GM lowered its
forecast for 2009 industry sales and
disclosed the formation of a bond-
holders’ committee. A spokesman
for Paul, Weiss, Rifkind, Wharton &
Garrison LLP said it was represent-
ing GM’s bondholders.

Even if the auto maker reaches a
deal with the bondholders’ commit-

tee, it will still have to persuade indi-
vidual bondholders to sign off on it,
said Daryl Robertson, who has repre-
sented bondholders at Hunton &
Williams LLP, a Dallas law firm
which isn’t involved in the talks. “It
could be contentious,” he said.

The committee, which repre-
sents 10 institutions holding GM
debt, has held its first meeting by
telephone, said the Paul, Weiss Rif-
kind spokesman. The names of the
institutions on the committee
couldn’t be immediately learned.

GM issued a lower forecast on
Thursday for industry sales of cars
and light trucks this year. GM now
projects 2009 global sales to fall to
57.5 million vehicles, a 15% drop
from last year’s 67.1 million cars and
trucks. In the U.S. GM expects indus-
try sales of 10.5 million vehicles, in
line with the sales pace of the past
three months but down 22% from

2008’s 13.5 million.
Separately, Chrysler LLC said it

would extend for a week a factory
shutdown at plants in Illinois, Michi-
gan and Mexico.

GM nearly ran out of money at
the end of last year before the Bush
administration agreed to emer-
gency, low-cost loans. GM received
$4 billion earlier this month and
could receive another $9.4 billion in
the first quarter.

On Friday, the company is ex-
pected to receive $5.4 billion in
loans, Chief Operating Officer Fred-
erick “Fritz” Henderson said at an
investor conference hosted by Deut-
sche Bank. The auto maker is in-
volved in separate discussions to
have the U.S. Treasury Department
hammer out terms for a further $1
billion loan to GMAC LLC, the lend-
ing giant partly owned by GM.

At the end of 2008, GMAC failed

to get its bondholders to agree to a
debt-to-equity swapaimed onlower-
ingits debtload. Eventually the Trea-
sury stepped in and injected $5 bil-
lionintoGMAC,andsaid itwouldpro-
vide another $1 billion to GM that the
auto maker could put into GMAC.

Substantial bondholder talks
have yet to begin in part because
GM believes it needs to have a re-
structuring plan, including union
concessions, in place to present an
accurate value of the company to
bond and equity holders. GM and
the United Auto Workers union
have begun preliminary talks about
concessions.

In discussing progress on its re-
structuring plan, GM said it now ex-
pects to face its a worst-case-sce-
nario for vehicle sales in 2009. In
the past, analysts have criticized
the company for basing forecasts on
overly optimistic sales projections.

CORPORATE NEWS

The cash infusion for
Chrysler from the U.S. is
intended to help finance
consumer auto loans.

By Adam Cohen

BRUSSELS—European Union
countries Friday agreed to boost aid
to the ailing auto industry, but said
any measures should be coordi-
nated in order to preserve a level
playing field in the bloc and avoid a
race for subsidies.

Some of the state-aid plans will
include help obtaining financing,
while others will focus on building
cleaner cars, European Commis-
sioner for Industry Günter Verheu-
gen said Friday.

Speaking at a news conference af-
ter meeting ministers from the EU’s

27 member countries to discuss
what he called the “brutal” outlook
for the car industry, Mr. Verheugen
said ministers will consider more
concrete proposals in March.

The EU will also pay attention to
the aid the U.S. government gives
Detroit, Mr. Verheugen said. So far,
the U.S. has agreed to support the in-
dustry only until the end of Febru-
ary, leaving President-elect Barack
Obama’s administration to decide
the terms of any more extensive bail-
out plans.

In addition to support from na-
tional governments, the European In-
vestment Bank, the EU’s long-term

lending agency, will boost its lending
by Œ15 billion ($19.73 billion) in both
2009 and 2010, a significant portion
of which will go to auto makers and
parts suppliers. The bank’s board is
planning to review Œ3.2 billion in
new financing projects at its meet-
ing in March, EIB Vice-President
Matthias Kollatz-Ahnen said outside
the EU ministers meeting.

Ministers said they wanted to
avoid a race to provide subsidies,
both within the bloc’s borders and
with the U.S. The EU and the U.S. have
sparred over a range of industrial sub-
sidies, bringing their disputes to the
World Trade Organization.

“Whatever the U.S. does, they
will have to respect WTO rules,” Mr.
Verheugen said.

Some EU countries, including
Sweden and Spain, have already put
in place measures to help automo-
bile and parts manufacturers, in-
cluding incentives to scrap old vehi-
cles and tax benefits for environ-
mentally friendly cars.

Other countries, including
France, are considering new sup-
port for companies such as Renault
SA and PSA Peugeot Citroën SA.

 —Matthew Dalton, Carolyn
Henson and Peppi Kiviniemi

contributed to this article.

A WSJ NEWS ROUNDUP

TOKYO—Japanese vehicle mak-
ers slashed earnings and produc-
tion plans Friday amid prolonged
weakness in demand, with Honda
Motor Co. implementing another
cutback in domestic output for this
fiscal year.

Because of the continued slump
in auto sales, Honda said it will re-
duce production in Japan by 56,000
vehicles for the year ending March.
The latest cutback follows a domes-
tic output reduction by a combined
86,000 vehicles that it already an-
nounced for the second half.

As a result of slowing produc-
tion, Japan’s second-largest auto
maker also said it won’t renew con-
tracts with 3,100 temporary work-
ers, bringing the number of such em-
ployees in Japan to zero by the end
of April.

Meanwhile, Nissan Motor Co.
said it will shift some production of
its top-selling compact car to India,
Thailand and other nations.

The dollar’s plunge to 13-year
lows—at less than 90 yen lately—
has fueled speculation that Japa-
nese auto makers may move produc-
tion overseas to take advantage of
the yen’s strength. The weak dollar
has hurt Japanese auto makers by di-
minishing the value of overseas
sales when converted into yen.

The Nissan March model, and its
counterpart Micra model for
French alliance partner Renault SA,
are now produced in Japan and
Great Britain. Starting in 2010, the
model will be produced in India,
Thailand and three other nations,
company spokeswoman Kana Mina-
midate said.

She said Nissan hasn’t said pro-
duction of the March will end in Ja-
pan. Nissan, Japan’s No. 3 auto
maker, produces 47,000 March com-
pact cars a year at its Oppama plant
near Tokyo for domestic sale. No ma-
jor Japanese auto maker has moved
domestic production of a best-sell-
ing model overseas.

Fuji Heavy Industries Ltd., the
maker of Subaru-brand cars, said
Friday that it now expects to fall
into the red for the first time in 15
years this fiscal year and will under-
take major cost-cutting steps to
deal with the tough business envi-
ronment.

Fuji Heavy said it expects a net
loss of 19 billion yen ($209.7 mil-
lion) for the full fiscal year as con-
sumers hold off buying vehicles
and the strong yen eats into its
overseas profits.

Fuji Heavy, in which Toyota Mo-
tor Corp. holds a 16.5% stake, ex-
pects an operating loss of nine bil-
lion yen for this fiscal year, a sharp
drop from its previous forecast for
an operating profit of 23 billion yen.

President Ikuo Mori said the com-
pany will cut board-member pay by
10% from January and skip paying
bonuses for an undecided period.
The company is considering reduc-
ing capital spending and research
costs by 20%.

Yamaha Motor Co., the world’s
second-biggest motorcycle maker
by volume after Honda, also said Fri-
day that it will suspend production
of motorcycles, off-road buggies,
outboard engines and other prod-
ucts in Japan for as many as 10 days
in February and March as demand
sags amid the economic slump.

Japanese makers
cut auto output,
profit forecasts
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The brain, your honor, will take the stand
Researchers probe
how mind processes
crime, punishment

Sources: Trends in Cognitve Science; PLoS Biology, Neuron
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By Robert Lee Hotz

Every courtroom is a laboratory
of human nature, where jurists clini-
cally question our memory, behav-
ior, sanity and sense of responsibil-
ity. Exploring the anatomy of jus-
tice, though, researchers have
started taking testimony from the
brain itself to better understand the
origins of a fair verdict.

No one really knows how mil-
lions of microscopic brain cells can

weigh objective le-
gal notions of right
and wrong. But last
month, research-
ers at Vanderbilt

University for the first time identi-
fied distinctive strands of neural tis-
sue active when, like a judge or ju-
ror, we think about crime and pun-
ishment. In an experiment at the
frontier of law and philosophy, the
researchers used a brain scanner to
examine the impartial judgments at
the heart of our legal system, record-
ing how brain cells behave when as-
sessing criminal responsibility and
meting out sentences.

“We take decision-making for
granted, like breathing,” says
Vanderbilt law professor Owen
Jones, who conducted the experi-
ment with Vanderbilt neuroscien-
tists Rene Marois and Joshua Buck-
holtz. “If you want a world in which
judicial and jury decisions are fair,
unbiased, sensible and reasonable,
then we ought to understand a little
bit about how it actually happens.”

As a first step, they measured
how our brain cells behave as we de-
cide whether to punish someone ac-
cused of a crime when we have no
personal stake in enforcement. The
researchers tested 16 volunteers in
a functional magnetic resonance im-
aging machine. The fMRI monitored
the blood flow and oxygen demand
associated with neural activity as
each subject made two distinct legal
judgments about blame and punish-
ment in 50 hypothetical scenarios
ranging from simple theft of a music
CD to rape and murder.

No one part of the brain stands in
judgment of others, they found. In-
stead, at least two areas of the brain
assess guilt and assign an appropri-
ate penalty. An area associated with
analytical reasoning, called the
right dorsolateral prefrontal cortex,
became very active, they reported.
But the decision process also electri-
fied emotional circuits.

Dr. Marois found so much emo-
tional activity during an impartial le-
gal decision surprising. “This rea-
soning may not be so detached. It
shattered my preconceived ideas of
the legal system,” says Dr. Marois.
“But for a lawyer, maybe it doesn’t.”

To discern any differences in the
ability to weigh crime and punish-
ment, Prof. Jones and his colleagues
are scheduled this month to con-
duct the brain-scanning experiment
among a group of inmates diag-
nosed as psychopaths, who make up
one-fifth of the male inmates in U.S.
maximum-security prisons. In June,
the researchers plan to carry out
their brain-scanning experiment
with state and federal judges who
volunteer to have their decision-
making faculties probed.

“We see this as an initial foray
into a complicated process,” Prof.

Jones says. “There is more to
thought than blood flow and oxygen
demand.”

The findings of the Vanderbilt ex-
periment, published last month in
Neuron, are a modest first step in a
pioneering $10 million three-year
project organized by the John D.
and Catherine T. MacArthur Founda-
tion. It’s one of several interna-
tional efforts to grapple with the le-
gal implications of neuroscience.

The MacArthur program, over-
seen by retired Supreme Court Jus-
tice Sandra Day O’Connor and di-
rected by neuroscientist Michael
Gazzaniga at the University of Cali-
fornia at Santa Barbara, has pulled
together 30 brain experts, legal
scholars and philosophers to study
how experimental brain findings
may alter traditional notions of
guilt, responsibility and choice.
They’ve launched 11 studies de-
signed to come to terms with its po-
tential as reliable evidence and its
broader impact on the law.

So far, neuroscience has deliv-
ered few, if any, dependable court-
room insights into criminality.
“This is baby science, first-step sci-
ence, like genetics in the 1950s,”
says Dr. Gazzaniga, a member of the
President’s Council on Bioethics,
which studied the impact of neuro-
science evidence in criminal law.
“This should be used cautiously in
the courtroom—if at all.”

Even so, experimental neural
scans, brain-wave memory probes
and other controversial techniques
have found their way into scores of
criminal proceedings, where judges
usually are left on their own to as-
sess its scientific validity. “What
tends to happen with science is that
people get starry-eyed about what
it can do for the law,” says Univer-
sity of Pennsylvania law professor
Stephen Morse, who sees the poten-
tial for misinterpretation. “Then
the train leaves the station heading
in the wrong direction.”

Last spring, for example, an In-
dian court found a woman guilty of
murder based, in part, on the evi-
dence of guilty knowledge purport-
edly revealed by her brain wave os-
cillations, even though a govern-
ment panel of scientists had recom-
mended that the technique should
be ignored.

In U.S. courts, the “brain-finger-
printing” evidence from electroen-
cephalography has been admitted
as evidence despite scientific skepti-
cism about its reliability. Two firms
now market controversial neural lie
detectors based on magnetic-reso-
nance imaging. Other researchers
have reported that tell-tale patterns
of neural activity, as measured by
positron emission tomography, can
distinguish between premeditated
killers and more impulsive killers.
But such findings about the murder-
ing mind have yet to play any piv-
otal role at a criminal trial.

Even functional brain imaging—
invaluable as a medical research
tool since its debut 15 years ago—
can’t be trusted yet as courtroom ev-
idence of an individual’s personality
traits, truthfulness, bias or criminal
intent, experts say. Nonetheless,
fMRI brain scans are showing up as
evidence before the U.S Supreme
Court.

Although such scans often look
like a photograph of a brain at work,
they actually are easily manipulated
computer creations resulting from
sophisticated signal processing.

“The image that can come out is
very dependent on the statistics
you use and the colors you pick and

the tasks involved and the infer-
ences you make,” says Dartmouth
College philosopher Adina Roskies,
who is studying how such brain im-
ages may unduly influence legal
judgment. “You can get very differ-
ent images from the same test de-
pending on what the experimenter
does.”

Last month, psychologist Harold
Pashler at the University of Califor-
nia at San Diego and his colleagues
examined the analytical techniques
used in 54 peer-reviewed fMRI
brain-scanning studies covering per-
sonality traits and attitudes. They
included those emotions that might
crop up in a criminal trial, including
rejection, anxiety, romance, fear,

erotic stirrings, virtue, humor and
happiness. Half the studies relied on
statistical measures of brain activ-
ity so poorly analyzed that the find-
ings were worthless, especially
when researchers were attempting
to assess individual differences, Dr.
Pashler reported in Perspectives on
Psychological Science . Yet they all
had been published in prominent sci-
entific journals.

“In the law, individual differ-
ences are the main focus,” says Dr.
Pashler. “And it often could come
down to these voodoo statistics.”

More broadly, though, some
scholars worry that scientific find-
ings about how brain cells produce
behavior will undermine our views

of free will, conscious intent and, ul-
timately, moral responsibility. Last
April, for example, scientists deter-
mined that the brain appears to
make up its mind 10 seconds before
we become aware we’ve made a deci-
sion.

“Neuroscience offers a deep look
in to how you think, how humans be-
have and how humans make deci-
sions,” says Stanford University le-
gal scholar Henry Greely, a co-direc-
tor of the MacArthur project. “Noth-
ing in neuroscience will make the
idea of criminal responsibility disap-
pear.”

Email him sciencejournal@wsj.
com
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Centro debt restructuring
averts forced property sales

EMI investor assigns
O’Driscoll as overseer

Saks plans to cut 9% of its work force and slash spending as demand slides. Some
remodeling will go ahead at its Fifth Avenue store, shown here, and elsewhere.

Saks cuts back as luxury sales skid

Lawyers for Satyam founder B. Ramalinga Raju talk to reporters Friday outside a
courthouse in Hyderabad, India, where a bail hearing was held for Mr. Raju.

Satyam probe may swell
Investigators review
ties with companies,
study bank accounts

By Jay Miller

Saks Inc. plans to eliminate 1,100
jobs, or 9% of its work force, and
slash its capital expenditures as the
luxury retailer works to cope with
challenging economic conditions.

The sustained economic down-
turn and decline in luxury consumer
demand require “appropriate and
decisive measures to position the
company for this new operating en-
vironment,” Chairman and Chief Ex-
ecutive Steve Sadove said.

Saks had a disappointing Decem-
ber, when same-store sales plunged
20%, much worse than the 10% drop
expected by Wall Street analysts.

The retailer, which expects the
downturn to continue through 2009
and possibly beyond, will cut 1,100
corporate-support and store posi-
tions. Saks will record a $9 million
severance charge for the layoffs,
which will be effective by Jan. 30, in
the quarter ending Jan. 31.

In addition, the company will
eliminate 2009 merit-based wage in-
creases. Saks will also suspend
401(k) matching for at least a year
and suspend benefit accruals for the

few remaining employees in its pen-
sion plan.

Saks will cut capital expenditures
by over half from 2008 to about $60

million. Most of the budget will go to-
ward a renovation of the women’s de-
signer floor in its New York flagship
store and other renovations.

By Eric Bellman

And Jackie Range

The fraud investigation at In-
dia’s Satyam Computer Services
Ltd. could spread to hundreds of
companies connected to the compa-
ny’s jailed founder, B. Ramalinga
Raju, prosecutors said.

Investigators also have ap-
proached several banks to deter-
mine whether Satyam account state-
ments were forged to show inflated
cash balances, according to people
familiar with the situation. Satyam
bank documents from India’s larg-
est private bank, ICICI Bank Ltd.,
had been forged, according to a per-
son familiar with the matter.

A Satyam spokeswoman said the
company had no comment.

At Mr. Raju’s bail hearing on Fri-
day, prosecutors said police wanted
to keep Mr. Raju in custody to con-
tinue to interrogate him and more
fully understand how he had cooked
Satyam’s books for more than five
years, including the creation of a fic-
titious bank balance of more than $1
billion.

“The many intricacies involved
in this giant white-collar crime will
not come to light” if Mr. Raju
doesn’t remain in custody, assistant
prosecutor Ajay Kumar told a judge.
To complete the investigation, he
added, “more than 250 companies
need to be dug into.”

A lawyer representing Mr. Raju
denied the fraud was as broad as the
prosecutor contended. “There is no
truth and no basis for these allega-
tions” that money might have been
stolen and hundreds of companies
could be involved, the lawyer, S.
Bharat Kumar, said after the hearing.

The court postponed a decision
on bail until Monday. On Saturday,
an Indian court gave the police four
more days to interrogate Mr. Raju
and two other former Satyam execu-
tives.

The prosecutor, Ajay Kumar, said
police are looking into whether
money was diverted to other compa-
nies connected to the Raju family, in-
cluding two companies run by Mr.
Raju’s sons, Maytas Infra Ltd. and
Maytas Properties Ltd. Mr. Kumar
said the investigation also has to
look into the records of the banks
and other financial companies that
Mr. Raju used.

“So many bank accounts have
been opened. We need to seize the
accounts and understand where the
money went,” the prosecutor said.

Friday’s hearing was in Hydera-
bad, the southern city where the
computer software and outsourcing
company is based. Mr. Raju’s bail
plea was heard along with that of
his brother, B. Rama Raju, Satyam’s
former managing director, and Srini-
vas Vadlamani, the company’s
former chief financial officer. All
three have all been charged with
forgery, cheating and fraud.

Lawyers for the three said they
should be allowed bail as they have
been cooperating and have nothing
else to say. Prakash Reddy, a lawyer

for B. Ramalinga Raju, argued there
is no chance his client could tamper
with evidence because all of his of-
fices and his home have been
searched.

On Saturday, following a board
meeting, Satyam said it is in discus-
sions with unnamed banks and fi-
nancial institutions to enhance com-
pany liquidity. The new board
formed an audit committee and
named Chennai-based Brahmayya &
Co. as internal auditors.

Also on Saturday, Prime Minis-
ter Manmohan Singh said account-
ing irregularities at Satyam have tar-
nished India’s corporate image and
the government is determined to
punish the guilty.

One of Satyam’s biggest inves-
tors has sold most of its shares.
U.S.-based financial advisory firm
Lazard Asset Management LLC
said in a statement Friday to the
Bombay Stock Exchange it sold
35.74 million shares Thursday,
which represent about 5.3 % of the
company’s stock. Lazard had been
Satyam’s biggest shareholder, with
a 7.34 % stake.

CORPORATE NEWS
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By Andrew Harrison

MELBOURNE—Centro Proper-
ties Group, Australia’s second-larg-
est shopping mall owner, said Fri-
day that it reached a final agree-
ment with lenders on debt refinanc-
ing, which it provisionally an-
nounced in December.

Last month Centro, which has
been struggling with its debt for
the past year, escaped liquidation
by forging a pact under which it
would hand over 90% of its stock to
lenders in exchange for extensions
to its payment deadlines.

The deal signals that lenders re-
main reluctant to push even the
most distressed commercial real-es-
tate companies into bankruptcy be-
cause of the risk that their assets
will be sold for far less than they
might fetch in a stronger economy.

The agreement will mean Cen-
tro avoids the forced sale, at dis-
tressed prices, of more than 775
shopping centers in Australia, New
Zealand and the U.S. and will give it
more time to dispose of assets
closer to their book value, Chief Ex-
ecutive Glenn Rufrano said.

In the past year, Centro has sold
more than 400 million Australian
dollars (US$266.8 million) of assets
to pay down its debt. Centro had
debt of A$15.1 billion at June 30.

“This transaction has put us
close to getting out of the woods en-
tirely,” Mr. Rufrano told a confer-
ence call Friday. “However, we can’t
let our guard down.” He added that
Centro’s priorities were to main-
tain asset values and keep its prop-

erties leased, while continuing to
look to capital markets for new fi-
nancing.

“The [business] environment is
extremely difficult,” Mr. Rufrano
said, adding Centro expects more re-
tailer bankruptcies in this calendar
year’s first and second quarters.
“We will suffer some more vacan-
cies without a doubt in the next 12
months.”

The company’s U.S. centers at
June 30 were 92% occupied and in
Australia its malls were 99.7% full,
he said.

The company doesn’t need to
sell assets to pay down debt or pro-
vide additional liquidity in “any
great degree,” Mr. Rufrano said.
“We will not sacrifice the value of
our assets to a market that will just
pay a price we think that would be
unreasonable. We’re not a dis-
tressed seller.”

Centro is open to talks about as-
sets sales at appropriate prices, Mr.
Rufrano said, adding that the com-
pany has reviewed all its assets and
identified properties surplus to its
needs. Mr. Rufrano also said he is in
talks with Centro about his future
role.

Doug Higgins, an associate direc-
tor at Property Investment Re-
search in Melbourne, said Centro’s
refinancing is “a better result than
administration” but the company
isn’t “out of the woods yet.”

The company owes its debt to a
syndicate of 23 lenders, including
five U.S. banks, 10 U.S. insurance
companies and an Australian syndi-
cate of lenders.

By Aaron O. Patrick

British investor Guy Hands is tak-
ing another step back from his pri-
vate-equity firm’s investment in mu-
sic company EMI Group Ltd.

Mr. Hands has been directly over-
seeing Terra Firma Capital Part-
ners Ltd.’s investment in EMI after
its 2007 acquisition of the music
company for £2.4 billion ($3.54 bil-
lion at current exchange rates).

On Friday, however, he ap-
pointed another Terra Firma execu-
tive, Pat O’Driscoll, to oversee the in-
vestment. The move comes a few
months after Mr. Hands relin-
quished day-to-day oversight of
EMI’s music division. Ms. O’Driscoll
has been working at the London-
based music company for the past
year as chief restructuring officer,
cutting costs and trying to devise
ways to grow in the rapidly declin-
ing recorded-music industry. She
will become a managing director at
Terra Firma, one of Britain’s promi-
nent funds, where she will be respon-
sible for its investment in EMI but
won’t have a direct management
role in EMI.

After Terra Firma’s acquisition
of EMI, Mr. Hands assumed day-to-
day control, firing staff, cutting art-
ists and replacing executives. But he
has since conceded that the timing
of the deal was poor, coming shortly
before the emergence of the credit
crunch and other economic prob-
lems.

A Terra Firma spokesman said
Mr. Hands and Ms. O’Driscoll

weren’t available for comment.
Last July, Mr. Hands appointed a

former executive at consumer-prod-
ucts maker Reckitt Benckiser PLC,
Elio Leoni-Sceti, as chief executive
of EMI’s music division, removing
himself from daily control of the
business. Ms. O’Driscoll’s appoint-
ment is a sign that Mr. Hands is fur-
ther shifting his focus from EMI to
Terra Firma’s other activities,
which include an aircraft-leasing
company, Awas Ltd., and gas utility
Phoenix Natural Gas Ltd.

With EMI struggling to break
new acts and carrying a large debt,
Terra Firma is fighting to preserve
its investment in the music com-
pany.

EMI had few hits over the holi-
day period, a crucial time for music
sales, and a week ago had only four
albums among the U.K. top 75, by
Coldplay, Katy Perry and Simply
Red.An EMI spokesman said that
Ms. Perry’s latest single, “Hot N
Cold,” has sold two million copies in
the U.S. and that a new album from
singer Lily Allen being released next
month“is one of the most antici-
pated” of the year.

A Terra Firma spokesman said
the company’s financial perform-
ance improved last year. EMI posted
earnings before interest, tax, depre-
ciation and amortization of £59 mil-
lion for the six months ended Sept.
30, compared with a loss of £14 mil-
lion in the year-earlier period, he
said. Full accounts for that period
will be published later this month,
he said.
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By Yukari Iwatani Kane

The sudden absence of Chief Exec-
utive Steve Jobs couldn’t come at a
more challenging time for Apple Inc.

The Cupertino, Calif., company
had strong momentum over the past
several years as its iPods dominated
the portable-music-player market,
its Macintosh computers posted dou-
ble-digit sales growth and its latest
iPhone model catapulted Apple into
the ranks of top smart-phone makers.

But that picture is changing as the
economy and consumer spending con-
tinue to slow. Recently, the U.S. Com-
merce Department said spending in
December fell from November and
dropped 10% from a year earlier, the
biggest yearly drop since the depart-
ment began keeping records in 1968.

Even as analysts and investors
were raising questions about how Ap-
ple would navigate the changed envi-
ronment, Mr. Jobs made his surprise
announcement Wednesday that he
would be taking a leave of absence
until June to focus on treating health-
related issues that he has previously
referred to as a hormone imbalance.
The CEO provided no other details.

Several analysts and investors
said they remained confident in Ap-
ple’s management team, even with-
out Mr. Jobs.

“Apple is a huge company, and
they have layers of management,”
said Mike Binger, a fund manager at
Thrivent Financial, which owns Ap-
ple shares. “Steve Jobs is kind of a
symbol of the company, but Apple
will survive with new leaders.”

Mr. Jobs said in an email to em-
ployees that he would be handing

the reins of the company tempo-
rarily to Tim Cook, Apple’s chief op-
erating officer, who filled in for Mr.
Jobs when he took a leave in 2004 to
battle pancreatic cancer. Analysts
and investors said they have confi-
dence in Mr. Cook, who has already
been handling most day-to-day deci-
sions and has helped transform Ap-
ple into one of the most efficient
electronics and computer makers
since he joined the company in 1998.

Apple’s businesses haveheld uprel-

atively well during the downturn, com-
pared with other electronics and com-
puter makers, but many analysts are
worried about the coming months. Of
particular concern is the company’s
Macintosh computer business, which
accounts for about 46% of Apple’s
$32.5 billion in annual revenue.

Research firm IDC recently re-
ported that world-wide computer
shipments fell in the fourth quarter
from a year earlier, the first year-to-
year drop in six years. Apple’s U.S.
computer shipments increased 7.5%
in the period, and its share of com-
puter shipments in the U.S. rose to
7.2% from 6.4% a year earlier. But the
average selling price of a Mac is at
least double that for a computer
based on Microsoft Corp.’s Win-
dows operating system, and ana-
lysts believe the higher prices could
hurt Apple as the recession drags on.

“Customers know Apple, they
know the advantages of having a Mac,
but what prevents them from jump-
ing over the hurdle is the price,” said
Shaw Wu, an analyst for Kaufman
Brothers who believes Apple should
consider offering cheaper comput-
ers. Mr. Wu said he expects Mac sales

to grow just 7% in unit terms in the fis-
cal year ending in September, com-
pared with 38% growth a year earlier.

Though Apple in October re-
freshed its line of Macbook laptops,
analysts also said the company is
long overdue for a major update of
its desktop computers, which
haven’t changed materially since
mid-2007. Apple was widely ex-
pected to introduce a new lineup at
the Macworld trade show last week,
but it didn’t do so.

Meanwhile, Apple’s iPods still
have more than 70% of the market,
but sales have been slowing because
many people already own them or
use the player on their iPhones. Piper
Jaffray said it expects that iPod sales
fell 16% from a year ago to 18.6 mil-
lion units in Apple’s fiscal first quar-
ter, ended Dec. 27. The company is ex-
pected to report results Wednesday.

Analysts and investors believe
that dealing with these issues plays to
the strengths of Mr. Cook. Still, some
wonder whether he can step into Mr.
Jobs’s role as a tech visionary. “People
are wondering what the next product
is going to be,” says Shebly Seyrafi, an
analyst with Calyon Securities.

Wall Street fraternity holds on to humor
Members sing along
as downturn, probes
keep others at home

Mexican billionaire is
in talks with New
York Times. Page 30

Burger King cancels
Facebook campaign.
WSJ.com/Tech

Source: the company
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CEO’s leave of absence complicates challenge for Apple

By Matthew Karnitschnig

And Susanne Craig

For members of Kappa Beta Phi,
an exclusive, secretive Wall Street
fraternity, plunging stock prices,
the waves of layoffs and bank fail-
ures have yielded a dividend in
punch lines.

“I feel like the mayor of New Or-
leans after Katrina,” quipped Alfred
E. Smith IV, the group’s leader, or
“Grand Swipe,” at the opening of its
annual black-tie dinner earlier this
month. “Today, the FBI put out a warn-
ing that Al Qaeda was planning an at-
tack to cripple the U.S. econ-
omy,” inductee Martin Gruss
joked later in the evening.
“I’ve got news for them, Con-
gress has already done that.”

Though a number of the
society’s luminaries—in-
cluding former Bear
Stearns Cos. Chief Execu-
tive James E. Cayne, Leh-
man Brothers Holdings
Inc.’s Richard S. Fuld Jr. and
ex-Merrill Lynch & Co.
Chief Stanley O’Neal—have
faced rebuke and were con-
spicuously absent, mem-
bers still standing haven’t
lost their sense of humor.

Established before the stock-mar-
ket crash in 1929, Kappa Beta Phi
meets just once a year. The society,
with its grandiose titles and playful

rituals, dates back to a time before
television when societies and clubs
were big sources of entertainment.

Kappa Beta Phi continued to
meet through the depression—a
1932 Wall Street Journal story
about the gathering carried the
headline “Wall Street Chapter to Re-
vive Ghosts of ‘Good Old Days’ To-
night”—but its annual dinner was
suspended for a few years during
World War II.

Kappa Beta Phi’s membership re-
mains a roster of Wall Street power
brokers past and present, including
New York Mayor Michael Bloomberg
and New Jersey Gov. Jon Corzine,
two more no-shows at this year’s din-
ner. Mary Schapiro, President-elect
Barack Obama’s nominee to head the
Securities and Exchange Commis-
sion, is also a member, as is former
Goldman Sachs & Co. Chairman John

C. Whitehead. About 15 to
20 new members—eminent
all—are inducted each year,
having been nominated by
members and approved by
the group’s leaders.

But Kappa Beta Phi,
whose name is a play on Phi
Beta Kappa, the academic
honor society, is more about
cornball comedy than high
finance. Its Latin motto
“Dum vivamus edimus et bib-
erimus” is freely translated
as, “While we live, we eat
and drink.” Like Phi Beta
Kappa inductees, members

of Kappa Beta Phi also receive a fob,
or key. Phi Beta Kappa’s key includes a
hand pointing at three stars that sym-
bolize the society’s principles: moral-
ity, friendship and learning. Kappa

Beta Phi’s key has images
of a hand, a beer stein,
champagne tumbler and
five stars. The stars repre-
sent Hennessy cognac
and the hand is there to
hold a glass.

This year’s attendees,
including Alan Schwartz,
the ex-Bear Stearns presi-
dent and chief executive,
and Sallie Krawcheck,
the former head of Citi-
group’s wealth-manage-
ment arm, enjoyed an
evening of ribald humor
and old-fashioned haz-
ing.

The material was
choice, since in the year
since the group last met,
all five of Wall Street’s ma-
jor independent invest-
ment firms have been
taken over, have failed or
have been transformed
into commercial banks.

Society members,
some wearing the soci-
ety’s key on a red ribbon
around their necks, started with
cocktails then moved on to dinner of
beef tenderloin and cheap
wine—$10 bottles of Chilean caber-
net sauvignon. About 150 members
showed up, fewer than usual.

Part Friar’s Club roast, part
“Gong Show,” Kappa Beta Phi’s an-
nual dinner is held for the official pur-
pose of inducting new members,
who sit at a long table with a black ta-
blecloth at the front of the room. The
inductees, “Neophytes” in Kappa
Beta Phi parlance, must perform a va-
riety show for the old crowd.

Together with professional
coaches, the Neophytes stage Wall
Street’s version of pledge night. This
year, at the suggestion of last year’s
class, the male Neophytes appeared
in falsies and pigtail wigs. The men
wore cheerleader skirts.

This year’s crop of 17 Neophytes
included Don Donahue, chairman
and chief executive of the Deposi-
tory Trust & Clearing Corp., J. Tom-
lison Hill, vice chairman of the Black-
stone Group, Peter Scaturro, former
chief executive of U.S. Trust and
Goldman Sachs Group Inc.’s private-

wealth arm, and James S.
McDonald, chief execu-
tive of Rockefeller & Co.

The female members
of the class, dressed as
male cheerleaders. The
three female Neophytes
were Sarah Cogan, a part-
ner of Simpson Thacher
& Bartlett, the Wall
Street law firm, Sara
Ayres, managing director
at New Providence Asset
Management, and Mari-
anne Brown, chief execu-
tive of OMGEO LLC, a
firm that handles the
post-trade details of secu-
rities transactions.

The Neophytes per-
formed renditions of musi-
cal standards, from Bing
Crosby’s “White Christ-
mas” to the Beatles.

The hit of the evening,
however, was this new
take on “American Pie”
performed by Mr. Sca-
turro:

A long, long time ago…
I can still remember
How the Dow Jones used to make

me smile.
And I learned my trade and had

my chance
The music played I did my dance
And I made seven figures for a

while.
I can't remember if I cried when

they pulled the plug on Countrywide…
It sucks that Iceland is out of

ice….Bye, Bye to my piece of the pie…
Now I travel coach whenever I fly…
Maybe this will be the day that I die.

Research probes how the mind determines
crime and punishment, but science isn’t
beyond a reasonable doubt. Page 29

Kappa Beta Phi
fob

Declining sales of iPods could create problems
for Apple as its CEO takes a medical leave.
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Conoco will cut jobs, spending
Big charges against
past investments
will reduce profit By Peter Sanders

Walt Disney Co. Chief Executive
Robert Iger received $2 million in
salary and a $13.9 million
bonus for fiscal 2008, and
his overall compensation
was up nearly 11% from
2007, according to a proxy
statement by the company.

According to the filing,
Mr. Iger’s total compensa-
tion for the year ended
Sept. 27 was valued at
$30.6 million, up from
about $27.7 million the
year before.

In the proxy, Disney also
put up for re-election its entire slate
of directors, including Apple Inc.
Chief Executive Steve Jobs, at the

company’s annual meeting March
10. Mr. Jobs, Disney’s largest individ-
ual shareholder, earlier this week an-
nounced he was taking a six-month

medical leave from Apple.
Mr. Jobs holds 7.4% of

Disney shares outstanding
but doesn’t draw compensa-
tion as a board member and
doesn’t serve on any board
committees, said Disney of-
ficials. He sold Pixar Stu-
dios to Disney in May 2006
in a roughly $7.4 billion all-
stock deal.

Mr. Iger’s base salary
has remained unchanged
since he was hired as CEO

in 2005. His 2008 bonus was $2.4
million less than he was entitled to
receive. The company said Mr. Iger
decided to forgo the money as a
gesture of goodwill in the eco-
nomic climate.

By Russell Gold

In a sign that global economic
woes are hobbling even the once-
mighty oil industry, ConocoPhillips
on Friday said it would slash its capi-
tal budget and lay off 4% of its work
force, or about 1,350 workers. The
company also will take several one-
time charges, totaling $34 billion,
against fourth-quarter earnings.

The charges are an admission that
many of the assets acquired by the
company over the past few years are
no longer worth as much as once
thought. The charges won’t drain the
company’s coffers but will increase
debt ratios and could affect its finan-

cial strength.
The recession and global financial

crisis are taking a toll on energy com-
panies after several years of rising
prices. ConocoPhillips is the first of
the major publicly traded oil
companies to respond with
big cutbacks. Houston-based
ConocoPhillips also had been
the most aggressive, making
several large acquisitions in
recent years and accumulat-
ing more debt than its peers.

The company set its
2009 capital budget at $12.5
billion, an 18.3% reduction
from 2008. “We are posi-
tioning ourselves in the cur-
rent business environment
to live within our means in order to
maintain financial strength,” said
Chairman and Chief Executive James
J. Mulva.

ConocoPhillips, with a market capi-
talization of about $74 billion, is the

third-largest U.S.-based oil company
by market value after Exxon Mobil
Corp. and Chevron Corp. The move
raises questions about whether other
globalenergy producers, such as Chev-

ron and Royal Dutch Shell
PLC, might take similar
steps.

ConocoPhillips will take
a $25.4 billion after-tax im-
pairment, erasing all the
goodwill assigned to its ex-
ploration and producing as-
sets. The write-down re-
lates to several transac-
tions but because of its size
largely is connected to its
2005 acquisition of North
American natural-gas pro-

ducer Burlington Resources.
It is also taking a $7.3 billion non-

cash charge related to its 20% stake in
Russian producer OAO Lukoil. The
value of Lukoil shares fell 67% in the fi-
nal six months of 2008.

Compensation rose 11%
for Disney CEO last year

Steve Jobs

Singapore Air
reduces flights
amid slowdown

CORPORATE NEWS

James J. Mulva

By Costas Paris

SINGAPORE—Singapore Air-
lines Ltd. said Friday it is canceling
214 flights through the end of March
as the global economic downturn
takes an increasingly large toll on
business and leisure travel.

The carrier, described for years
by analysts as the best run and most
profitable airline in the world, also
said that it can’t rule out job cuts and
pay reductions as travelers’ dispos-
able incomes continue to dwindle.

“The numbers are fluid and cer-
tainly shouldn’t be assumed to be
the end of it, because we’ll be con-
stantly looking at demand going for-
ward and make further changes if re-
quired,” SIA spokesman Stephen
Forshaw said.

“We are absolutely determined
to carefully manage ourcapacitydur-
ing times of downturn. We want to
make sure we match changes in ca-
pacity with the changes in demand
that are occurring as a result of the
economic slowdown,” he added.

SIA is cutting flights to Shang-
hai, Hong Kong and Guangzhou in
China, and to Mumbai and New
Delhi in India. Flights to Perth, Syd-
ney and Brisbane in Australia and to
London and Zurich will also be af-
fected.

Mr. Forshaw said most reduc-
tions are short-haul flights, which
make up less than 3% of total flights.

“We are approaching the eco-
nomic downturn with the same broad
approach to capacity that we had dur-
ing the [severe acute respiratory syn-
drome] downturn in 2003. We don’t
want to be flying half-empty planes
around the world any longer than we
have to because it increases our cost
burden at a time when we can least af-
ford that,” he said.

Peter Harbison, executive chair-
man of Sydney-based think tank Cen-
tre for Asia Pacific Aviation, said the
fact that SIA is looking at the down-
turn the same way that it saw the
SARS outbreak means the outlook is
severe. Tens of thousands of travel-
ers canceled flights to China and
Southeast Asia in 2003 to avoid in-
fection.
 —P.R. Venkat

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

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

3.73% 9 World -a % % 162.24 1.57% –40.4% 6.16% 9 U.S. Select Dividend -b % % 534.14 1.33% –29.7%

% Global Dow 1012.00 –0.04% –36.7% 1424.22 1.39% –42.7% 4.76% 12 Infrastructure 1220.80 0.07% –29.6% 1545.73 1.73% –36.1%

4.79% 9 Stoxx 600 193.00 0.94% –41.1% 190.96 2.38% –46.6% 2.74% 5 Luxury 550.50 –0.15% –39.7% 618.45 1.28% –45.3%

4.82% 9 Stoxx Large 200 210.00 0.91% –41.1% 206.74 2.35% –46.6% 2.83% 6 BRIC 50 238.10 0.68% –52.8% 300.49 2.00% –57.2%

4.66% 10 Stoxx Mid 200 166.50 1.03% –40.6% 163.88 2.48% –46.1% 3.82% 3 Africa 50 551.40 1.14% –49.3% 463.71 2.59% –54.1%

4.52% 10 Stoxx Small 200 100.80 1.24% –43.0% 99.16 2.69% –48.3% 7.53% 4 GCC % % 1164.87 –0.03% –60.3%

4.91% 8 Euro Stoxx 210.30 0.91% –43.6% 208.15 2.36% –48.9% 4.56% 9 Sustainability 649.10 1.50% –36.1% 727.22 3.10% –42.0%

4.91% 8 Euro Stoxx Large 200 225.90 0.93% –44.3% 222.16 2.38% –49.6% 2.96% 10 Islamic Market -a % % 1415.52 1.38% –35.3%

4.87% 9 Euro Stoxx Mid 200 191.50 0.68% –39.5% 188.29 2.13% –45.2% 3.27% 9 Islamic Market 100 1475.40 0.50% –23.2% 1675.43 2.08% –30.3%

5.03% 11 Euro Stoxx Small 200 113.30 1.16% –41.4% 111.33 2.60% –46.9% 3.27% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1132.50 0.65% –58.7% 1284.24 2.09% –62.6% 2.94% 10 Wilshire 5000 % % 8603.17 0.78% –35.4%

7.23% 7 Euro Stoxx Select Div 30 1276.40 1.08% –56.9% 1453.04 2.53% –60.9% % DJ-AIG Commodity 117.20 –0.15% –33.8% 112.83 1.28% –40.0%

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

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

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

Australia 1.4882 2.2075 1.3291 0.1817 0.0457 0.2138 0.0164 0.3895 1.9712 0.2646 1.1931 ...

 Canada 1.2473 1.8502 1.1140 0.1523 0.0383 0.1792 0.0138 0.3264 1.6521 0.2217 ... 0.8381

 Denmark 5.6250 8.3438 5.0237 0.6869 0.1727 0.8081 0.0621 1.4721 7.4506 ... 4.5097 3.7797

 Euro 0.7550 1.1199 0.6743 0.0922 0.0232 0.1085 0.0083 0.1976 ... 0.1342 0.6053 0.5073

 Israel 3.8210 5.6679 3.4125 0.4666 0.1173 0.5489 0.0422 ... 5.0611 0.6793 3.0634 2.5675

 Japan 90.6400 134.4508 80.9503 11.0686 2.7834 13.0219 ... 23.7215 120.0572 16.1138 72.6690 60.9055

 Norway 6.9606 10.3250 6.2165 0.8500 0.2137 ... 0.0768 1.8217 9.2197 1.2374 5.5805 4.6772

 Russia 32.5650 48.3053 29.0837 3.9767 ... 4.6785 0.3593 8.5226 43.1340 5.7893 26.1084 21.8821

 Sweden 8.1890 12.1471 7.3135 ... 0.2515 1.1765 0.0903 2.1431 10.8467 1.4558 6.5653 5.5026

 Switzerland 1.1197 1.6609 ... 0.1367 0.0344 0.1609 0.0124 0.2930 1.4831 0.1991 0.8977 0.7524

 U.K. 0.6741 ... 0.6021 0.0823 0.0207 0.0969 0.0074 0.1764 0.8929 0.1198 0.5405 0.4530

 U.S. ... 1.4833 0.8931 0.1221 0.0307 0.1437 0.0110 0.2617 1.3245 0.1778 0.8017 0.6719

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 391.00 25.75 7.05% 816.00 305.50
Soybeans (cents/bu.) CBOT 1020.00 25.50 2.56 1,653.50 779.25
Wheat (cents/bu.) CBOT 578.25 9.50 1.67 1,275.00 471.00
Live cattle (cents/lb.) CME 87.675 0.375 0.43 119.200 82.400
Cocoa ($/ton) ICE-US 2,463 96 4.06 3,228 1,884
Coffee (cents/lb.) ICE-US 115.80 1.90 1.67 181.60 102.15
Sugar (cents/lb.) ICE-US 12.26 0.30 2.51 15.85 9.89
Cotton (cents/lb.) ICE-US 49.00 0.47 0.97 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,845.00 39 2.16 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,766 30 1.73 1,861 992
Robusta coffee ($/ton) LIFFE 2,010 60 3.08 2,747 1,580

Copper (cents/lb.) COMEX 152.75 7.40 5.09 398.40 125.50
Gold ($/troy oz.) COMEX 839.90 32.60 4.04 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1121.50 77.50 7.42 2,122.50 8.50
Aluminum ($/ton) LME 1,480.00 14.00 0.95 3,340.00 1,463.50
Tin ($/ton) LME 11,100.00 150.00 1.37 25,450 9,750
Copper ($/ton) LME 3,395.00 155.00 4.78 8,811.00 2,815.00
Lead ($/ton) LME 1,174.00 39.50 3.48 3,460.00 870.00
Zinc ($/ton) LME 1,265.00 –8.00 –0.63% 2,840.00 1,065.00
Nickel ($/ton) LME 10,900 200 1.87 33,600 9,000

Crude oil ($/bbl.) NYMEX 42.57 –0.97 –2.23 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4643 –0.0167 –1.13 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.1987 –0.0094 –0.78 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.813 –0.029 –0.60 14.169 4.740
Brent crude ($/bbl.) ICE-EU 46.57 –1.11 –2.33 150.53 38.80
Gas oil ($/ton) ICE-EU 463.50 5.75 1.26 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 16
Per In

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

Argentina peso-a 4.5770 0.2185 3.4555 0.2894

Brazil real 3.0909 0.3235 2.3336 0.4285
Canada dollar 1.6521 0.6053 1.2473 0.8017

1-mo. forward 1.6527 0.6051 1.2477 0.8015
3-mos. forward 1.6525 0.6052 1.2476 0.8016
6-mos. forward 1.6513 0.6056 1.2467 0.8021

Chile peso 817.31 0.001224 617.05 0.001621
Colombia peso 2955.73 0.0003383 2231.50 0.0004481
Ecuador US dollar-f 1.3245 0.7550 1 1
Mexico peso-a 18.4205 0.0543 13.9070 0.0719
Peru sol 4.1650 0.2401 3.1445 0.3180
Uruguay peso-e 30.465 0.0328 23.000 0.0435
U.S. dollar 1.3245 0.7550 1 1
Venezuela bolivar 2.84 0.351592 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9712 0.5073 1.4882 0.6720
China yuan 9.0564 0.1104 6.8374 0.1463
Hong Kong dollar 10.2769 0.0973 7.7588 0.1289
India rupee 64.4394 0.0155 48.6500 0.0206
Indonesia rupiah 14736 0.0000679 11125 0.0000899
Japan yen 120.06 0.008329 90.64 0.011033

1-mo. forward 120.00 0.008334 90.59 0.011038
3-mos. forward 119.86 0.008343 90.49 0.011051
6-mos. forward 119.64 0.008358 90.33 0.011071

Malaysia ringgit-c 4.7386 0.2110 3.5775 0.2795
New Zealand dollar 2.4293 0.4116 1.8340 0.5453
Pakistan rupee 104.904 0.0095 79.200 0.0126
Philippines peso 62.453 0.0160 47.150 0.0212
Singapore dollar 1.9707 0.5074 1.4879 0.6721
South Korea won 1792.12 0.0005580 1353.00 0.0007391
Taiwan dollar 44.180 0.02263 33.355 0.02998
Thailand baht 46.214 0.02164 34.890 0.02866

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

Euro zone euro 1 1 0.7550 1.3246
1-mo. forward 1.0009 0.9991 0.7557 1.3234
3-mos. forward 1.0024 0.9976 0.7568 1.3214
6-mos. forward 1.0042 0.9958 0.7582 1.3190

Czech Rep. koruna-b 27.410 0.0365 20.694 0.0483
Denmark krone 7.4506 0.1342 5.6250 0.1778
Hungary forint 279.95 0.003572 211.36 0.004731
Norway krone 9.2197 0.1085 6.9606 0.1437
Poland zloty 4.2344 0.2362 3.1969 0.3128
Russia ruble-d 43.134 0.02318 32.565 0.03071
Sweden krona 10.8467 0.0922 8.1890 0.1221
Switzerland franc 1.4831 0.6743 1.1197 0.8931

1-mo. forward 1.4827 0.6744 1.1194 0.8933
3-mos. forward 1.4813 0.6751 1.1183 0.8942
6-mos. forward 1.4785 0.6763 1.1163 0.8959

Turkey lira 2.1463 0.4659 1.6204 0.6171
U.K. pound 0.8929 1.1199 0.6741 1.4834

1-mo. forward 0.8937 1.1190 0.6747 1.4822
3-mos. forward 0.8945 1.1180 0.6753 1.4809
6-mos. forward 0.8953 1.1170 0.6759 1.4795

MIDDLE EAST/AFRICA
Bahrain dinar 0.4993 2.0028 0.3770 2.6529
Egypt pound-a 7.3082 0.1368 5.5175 0.1812
Israel shekel 5.0611 0.1976 3.8210 0.2617
Jordan dinar 0.9391 1.0648 0.7090 1.4104
Kuwait dinar 0.3815 2.6214 0.2880 3.4722
Lebanon pound 1988.81 0.0005028 1501.50 0.0006660
Saudi Arabia riyal 4.9674 0.2013 3.7503 0.2666
South Africa rand 13.2541 0.0754 10.0065 0.0999
United Arab dirham 4.8651 0.2055 3.6730 0.2723

SDR -f 0.8746 1.1434 0.6603 1.5145

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 600 192.96 1.79 0.94% –2.0% –41.1%

 9 DJ Stoxx 50 2005.89 18.58 0.93 –2.9% –40.2%

 8 Euro Zone DJ Euro Stoxx 210.32 1.90 0.91 –5.6% –43.6%

 8 DJ Euro Stoxx 50 2281.45 23.78 1.05 –6.9% –42.9%

 5 Austria ATX 1732.94 38.12 2.25 –1.0% –55.5%

 6 Belgium Bel-20 1851.65 –4.46 –0.24% –3.0% –49.9%

 7 Czech Republic PX 842.1 10.5 1.26 –1.9% –46.1%

 9 Denmark OMX Copenhagen 238.72 3.59 1.53 5.5% –38.7%

 8 Finland OMX Helsinki 5309.24 117.59 2.26 –1.7% –47.1%

 7 France CAC-40 3016.75 20.87 0.70 –6.3% –40.8%

 9 Germany DAX 4366.28 29.55 0.68 –9.2% –40.3%

 … Hungary BUX 12141.59 45.40 0.38 –0.8% –49.6%

 2 Ireland ISEQ 2456.22 –23.50 –0.95 4.8% –62.4%

 6 Italy S&P/MIB 18703 301 1.64 –3.9% –47.7%

 4 Netherlands AEX 248.55 4.95 2.03 1.1% –44.8%

 6 Norway All-Shares 280.21 8.38 3.08 3.7% –40.8%

 17 Poland WIG 26177.06 256.34 0.99 –3.9% –44.5%

 10 Portugal PSI 20 6446.08 103.81 1.64 1.7% –43.9%

 … Russia RTSI 566.77 –2.35 –0.4% –10.3% –73.7%

 7 Spain IBEX 35 8620.1 9.0 0.10% –6.3% –36.9%

 15 Sweden OMX Stockholm 195.78 2.21 1.14 –4.1% –36.9%

 11 Switzerland SMI 5435.54 53.10 0.99 –1.8% –29.3%

 … Turkey ISE National 100 25630.96 558.66 2.23 –4.6% –47.3%

 8 U.K. FTSE 100 4147.06 25.95 0.63 –6.5% –29.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 88.64 1.61 1.85 –5.3% –39.9%

 … Australia SPX/ASX 200 3550.9 21.4 0.61 –4.6% –38.2%

 … China CBN 600 16279.19 257.90 1.61 10.3% –61.7%

 8 Hong Kong Hang Seng 13255.51 12.55 0.09 –7.9% –47.4%

 10 India Sensex 9323.59 276.85 3.06 –3.4% –51.0%

 … Japan Nikkei Stock Average 8230.15 206.84 2.58 –7.1% –40.6%

 … Singapore Straits Times 1730.45 26.39 1.55 –1.8% –44.3%

 11 South Korea Kospi 1135.20 23.86 2.15 1.0% –34.6%

 9 AMERICAS DJ Americas 214.96 2.10 0.99 –4.9% –36.4%

 … Brazil Bovespa 39341.54 190.46 0.49 4.8% –31.6%

 11 Mexico IPC 20325.39 44.90 0.22 –9.2% –23.9%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Jan. 16, 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* 211.17 –1.22%–47.6% –47.6%

3.80% 11 World (Developed Markets) 853.35 –1.03%–46.3% –46.3%

3.40% 11 World ex-EMU 100.76 –0.81%–44.3% –44.3%

3.70% 11 World ex-UK 855.39 –0.99%–45.4% –45.4%

4.80% 9 EAFE 1,130.61 –2.52%–49.8% –49.8%

4.10% 8 Emerging Markets (EM) 526.64 –2.98%–57.7% –57.7%

5.40% 8 EUROPE 66.85 –0.88%–47.5% –47.5%

6.20% 7 EMU 124.92 –2.25%–55.3% –55.3%

5.60% 9 Europe ex-UK 73.42 –0.98%–47.3% –47.3%

7.40% 6 Europe Value 73.22 –1.80%–51.7% –51.7%

3.60% 11 Europe Growth 59.25 –0.03%–43.3% –43.3%

5.40% 7 Europe Small Cap 102.02 –0.55%–52.6% –52.6%

4.50% 4 EM Europe 152.61 –2.47%–68.3% –68.3%

5.10% 6 UK 1,221.24 –1.54%–36.4% –36.4%

5.60% 8 Nordic Countries 94.59 0.79%–54.1% –54.1%

3.50% 3 Russia 386.06 –3.71%–74.3% –74.3%

4.50% 10 South Africa 552.17 –1.62%–22.6% –22.6%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 226.73 –4.76%–57.2% –57.2%

2.80% 12 Japan 491.13 –3.07%–47.8% –47.8%

3.10% 10 China 36.98 –2.95%–56.7% –56.7%

1.80% 10 India 347.68 –3.75%–59.3% –59.3%

2.70% 9 Korea 306.44 –6.17%–40.7% –40.7%

8.50% 8 Taiwan 162.24 –4.68%–51.4% –51.4%

2.80% 15 US BROAD MARKET 921.14 0.42%–42.3% –42.3%

2.20% 53 US Small Cap 1,163.15 1.82%–41.4% –41.4%

4.00% 9 EM LATIN AMERICA 2,038.73 1.24%–53.7% –53.7%

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

GLOBAL MARKETS LINEUP

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

named three trustees to oversee the
nearly 80% equity stake in Ameri-
can International Group Inc. the
government received for bailing out
the insurer. The trustees will decide
how to manage taxpayers’ equity in-
terest and when to sell the shares.
The trustees are Jill Considine,
former chairman of Depository
Trust & Clearing Corp.; Chester Feld-
berg, former chairman of Barclays
PLC’s Barclays Americas; and Doug-
las Foshee, CEO of El Paso Corp. The
New York Fed has been overseeing
AIG since the firm, on the verge of
bankruptcy in September, was res-
cued with an $85 billion loan. The
government has since expanded its
commitment to about $150 billion
through other lending programs.

Ahold, Delhaize report strong sales gains

Huawei Technologies Co.

Chinese telecommunications
equipment-maker Huawei Technol-
ogies Co. said revenue rose 36% last
year to $17 billion. Huawei’s strong
growth came as telecom-equipment
makers around the world are suffer-
ing. Nortel Networks Corp. has filed
for bankruptcy protection. Other-
Huawei rivals, such as Telefon AB
L.M. Ericsson, Alcatel-Lucent SA,
and Cisco Systems Inc., are growing
much more slowly than Huawei—if
they are growing at all.A Huawei
spokesman said the company
signed contracts worth $23.3 billion
in 2008, up 46% from $16 billion in
2007. The spokesman said 75% of
Huawei’s contract sales came from
outside of China in 2008, up from
72% in 2007.

Mecom PLC

A group of non-executive direc-
tors resigned from Mecom PLC, cit-
ing a lack of confidence in the stew-
ardship of the beleaguered Euro-
pean newspaper group. One issue
was disagreements over the devel-
opment of the online business.
“Given the difficult economic envi-
ronment and the impact it is having
on profitability we think [the compa-
ny’s online strategy] should be put
on hold,” said Richard North, one of
the five, in a conference call. Mr.
North said the group of directors
had approached shareholders, pro-
posing that John Allwood become
the new chief executive, but that
shareholders continued to support
David Montgomery, a former chair-
man of Mirror Group who runs
Mecom. Mecom owns over 300 ti-
tles and online news sites.Samsung Electronics Co.

Samsung Electronics Co. said it
would restructure itself into two op-
erating divisions, one focused on
consumer products such as TVs and
cellphones and the other on compo-
nents such as chips and displays.
Chief Executive Officer Lee Yoon-
woo will directly oversee the compo-
nents division. Mr. Lee, 62 years old,
is a former leader of Samsung’s chip
business and became CEO last May.
The consumer-products unit will be
led by Choi Gee-sung, 57, who has
been president of the company’s
cellphone operation for the past
two years and earlier directed the
TV and video business. In his earlier
duties, Mr. Choi oversaw major
growth in Samsung’s TV-set busi-
ness and later the company’s hand-
set business. For the past two years,
Samsung operated four main divi-
sions: chips, liquid crystal displays,
consumer electronics and cell-
phones.

By Jessica E. Vascellaro

And Joann S. Lublin

Yahoo Inc. is paying its new chief
executive, Carol Bartz, an annual sal-
ary of $1 million and linking her
overall pay package tightly to her
ability to revive the struggling Inter-
net company’s share price, Yahoo
disclosed Thursday.

Ms. Bartz will receive five mil-
lion stock options linked to gains in
Yahoo’s share price, according to a
regulatory filing from the Sunny-
vale, Calif., company. She can begin
to exercise the options only if the
share price rises by at least 50% be-
tween Jan. 30, their expected grant
date, and Jan. 1, 2013.

Based on Thursday’s 4 p.m. price
of $11.61 a share, those five million
options were worth about $15 mil-

lion, while Ms. Bartz’s total package
is worth about $38 million, accord-
ing to an analysis by pay consultant
Mark M. Reilly, a partner at 3C-Com-
pensation Consulting Con-
sortium in Chicago. “It’s a
fair deal for the shareown-
ers and a fair deal for
Carol,” Mr. Reilly said. “If
she gets the stock price up,
she’ll do very well.”

Yahoo said her package
includes a maximum an-
nual bonus of $4 million
and a 2009 equity grant val-
ued at about $8 million, ex-
pected to be made in Febru-
ary. She also gets $10 mil-
lion in cash and restricted shares to
“make up” for equity grants and ben-
efits that she had at Autodesk Inc., a
software concern where she had pre-

viously been CEO.
A Yahoo spokesman said the pur-

pose of the grant is to make her “nei-
ther better off nor worse off” for

joining the company.
Yahoo announced Ms.

Bartz as its new CEO Tues-
day. She succeeds Yahoo co-
founder Jerry Yang, who
took a salary of $1 when he
became CEO in June 2007.

Former Yahoo CEO
Terry Semel, who stepped
down in June 2007, was
given a base salary of
$600,000 in 2006 but re-
duced it to $1 partly
through that year as the Ya-

hoo board tried to better link his
pay to performance. That left him
with an overall salary of $250,000
in 2006.

CORPORATE NEWS

LG Display posts loss as sales fall
Bottom line also hurt
by price-fixing fine;
‘passed the worst’

Ryanair Holdings PLC

The chief executive of budget air-
line Ryanair Holdings PLC said Fri-
day he would consider raising the
price of its Œ745 million ($980 mil-
lion) hostile takeover bid for rival
Aer Lingus Group PLC, but said Ry-
anair wouldn’t wait more than an-
other three weeks for a response.
Michael O’Leary said Ryanair might
pay more than the Œ1.40 a share it
has already offered but wouldn’t
consider paying Œ2 or more per
share. He urged the Irish govern-
ment and Aer Lingus shareholders
to act quickly on the proposed take-

over. “Our offer will deliver almost
Œ750 million to Aer Lingus share-
holders, including almost Œ190 mil-
lion for the Irish government as well
as 1,000 new jobs in Aer Lingus,” Mr.
O’Leary said. Aer Lingus on Friday
reiterated its refusal of Ryanair.

Yahoo to link CEO’s pay to share price

GLOBAL BUSINESS BRIEFS

By Don Clark

Advanced Micro Devices Inc. said
it will eliminate 1,100 jobs and impose
pay cuts on management and other
employees in its latest effort to re-
spond to tough business conditions.

The chip maker said Chairman
Hector Ruiz and Chief Executive
Dirk Meyer will take a reduction of

20% in base salary. In its U.S. and
Canadian operations, AMD will im-
pose salary reductions of 15% for
managers with titles of vice presi-
dent and above, 10% for most other
employees and 5% for those eligi-
ble for overtime pay. AMD said the
pay reductions were temporary
but didn’t specify how long they
would remain in place. The com-

pany also said it will suspend
matching contributions to its em-
ployee retirement-savings plans in
the U.S. and Canada.

AMD, of Sunnyvale, Calif.,pro-
jected on Dec. 4 that revenue for the
fourth quarter, typically the indus-
try’s strongest, would drop 25%,
and analysts expect AMD to post a
loss for the period.

Chipmaker AMD to cut work force, employee pay

Électricité de France SA

Électricité de France SA said Fri-
day it will buy a 25% stake in Swiss
energy company Alpiq Holding SA
for about Œ705 million ($927 mil-
lion). The French nuclear-energy
company said it will pay Œ225 mil-
lion in cash and transfer its energy
rights in the Emosson dam on the
French-Swiss border, which gener-
ates 800 million kilowatts of power
annually, to Alpiq. Alpiq, a new com-
pany set to supply about a third of
Switzerland’s electricity, has hy-
draulic generation capacity in Swit-
zerland of about 3,000 megawatts,
as well as 765 megawatts in nuclear
capacity. Alpiq was created by the
merger of Swiss energy companies
Atel and EOS last month. Atel and
EOS are set to each hold a 31% stake
in Alpiq, with EDF taking a 25%
share. Alpiq is scheduled to start op-
erating Feb. 1.

By Maarten van Tartwijk

Two European food retailers
with big U.S. operations saw their
fourth-quarter revenue boosted by
the recent recovery in the value of
the dollar and solid sales over the
Christmas period.

Dutch food retailer Ahold NV
posted a 13% rise in sales to Œ6.6 bil-
lion ($8.68 billion), while Belgian
peer Delhaize SA said sales jumped
16% to Œ5.42 billion.

Ahold, which makes nearly half
its total revenue through its U.S.

chains Stop & Shop and Giant-
Landover, said sales at the two divi-
sions rose 2.8% to $4.02 billion.
Sales at stores open more than a
year rose 2.3% at Stop & Shop and
1.1% at Giant-Landover.

Delhaize, which earns about two-
thirds of its revenue through its U.S.
Food Lion, Hannaford and Sweetbay
chains, said U.S. comparable-store
sales rose 2.9%.

Both saw the benefit of the dol-
lar’s recent increase against the
euro, which means dollar revenues
rise when they are converted into eu-

ros. Ahold said sales were up 5.9% at
constant currencies, while Delhaize
said sales were up 10.3% when strip-
ping out a 9.9% rise in the value of
the dollar against the euro in the
fourth quarter. If adjusted for an ex-
tra reporting week compared with
2007, sales rose 4.4%.

Delhaize said competitive pric-
ing was a key driver of its success,
both in the U.S. and Europe.

Food retailers have fared much
better than stores selling descre-
tionary items in the current eco-
nomic downturn.

By Jung-Ah Lee

And In-Soo Nam

South Korea’s LG Display Co. on
Friday posted its worst-ever quar-
terly net loss in the fourth quarter,
weighed down by a sharp fall in flat
panel prices and a heavy fine linked
to a price collusion scandal.

Executives at LG Display, the
world’s second-largest LCD maker
by revenue after Samsung Electron-
ics Co., hinted that tough market
conditions may continue in the first
quarter as demand for panels contin-
ues to remain weak.

“A demand recovery seems diffi-
cult in the first quarter, but it seems
the LCD market has passed the
worst phase in December,” Chief Fi-
nancial Officer James Jeong told in-
vestors.

Mr. Jeong said the company
aims to swing to an operating profit
in March and it would halve capital
expenditure this year to between 2
trillion won and 2.5 trillion won

from 4.5 trillion won in 2008.
LG Display reported a fourth-

quarter net loss of 684 billion won
($491 million), its first net loss in
seven quarters and a reversal from a
net profit of 760 billion won a year
earlier. Sales dropped 3.8% from a
year earlier to 4.156 trillion won.

The company also swung to an
operating loss of 288 billion won,
from an operating profit of 869 bil-
lion won a year earlier.

The bottom line was hit by the
$400 million penalty for price-fix-

ing charges imposed by the U.S. Jus-
tice Department in November. The
company said at the time it would
book the fine as a one-time special
loss in the fourth quarter.

The average selling price of LG
Display’s panels in the fourth quar-
ter fell around 23% from the third
quarter, although its panel ship-
ments rose 5% on quarter.

LG Display said its factory utiliza-
tion rate averaged around 80% in
the fourth quarter, but Mr. Jeong
said the rate will rise above the 90%
in the first quarter as its major LCD
TV customers are performing bet-
ter than expected.

The company projected its first-
quarter LCD shipments would drop
by a low single-digit percentage
from the fourth quarter of 2008.

It also said there is a limited pos-
sibility for further price declines
this year, compared to the end of
last year.

But analysts said the company’s
pricing outlook may be too optimis-
tic, noting that LG Display will likely
remain in the red through the first
half as the global economic slow-
down hits demand for flat-screen
TVs.

Safilo SpA

Eyewear maker, unions
to discuss temporary layoffs

Upscale-eyewear maker Safilo
SpA will meet with unions regard-
ing temporary layoffs on Jan. 26 as
the global economic turmoil grips
the luxury sector, a regional leader
of union FILTEA-CGIL said Friday.
“We don’t know yet how many peo-
ple this will have an effect on,” said
Maria Stella Viola. Safilo declined to
comment on the meeting. The move
follows the decision of rival eye-
wear maker Luxottica SpA to tempo-
rarily lay off over 6,000 workers in
six factories throughout northern It-
aly for four days. Luxottica has a
market value of Œ5.34 billion ($7.02
billion) , while Safilo has a market
value of Œ205.2 million. In the past
year, shares in Luxotica have lost
33%, while Safilo shares have lost
60%. Leaders of Italy’s textile,
leather, shoe and eyewear industry-
have recently formed a united front
to ask the government to help pro-
tect jobs, salaries and investments.

Carol Bartz

Source: the company

LG Display
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.60 $25.23 0.11 0.44%
Alcoa AA 23.30 9.43 0.06 0.64%
AmExpress AXP 19.00 17.01 –0.31 –1.79%
BankAm BAC 471.50 7.18 –1.14 –13.70%
Boeing BA 8.70 42.46 1.50 3.66%
Caterpillar CAT 12.30 39.55 0.16 0.41%
Chevron CVX 14.20 71.74 0.97 1.37%
Citigroup C 404.50 3.50 –0.33 –8.62%
CocaCola KO 13.10 43.84 0.48 1.11%
Disney DIS 15.00 21.46 0.10 0.47%
DuPont DD 8.70 24.97 0.32 1.30%
ExxonMobil XOM 42.50 78.10 1.44 1.88%
GenElec GE 118.40 13.96 0.19 1.38%
GenMotor GM 16.40 3.93 0.01 0.26%
HewlettPk HPQ 26.80 34.77 –0.98 –2.74%
HomeDpt HD 19.70 23.20 0.39 1.71%
Intel INTC 77.30 13.74 0.45 3.39%
IBM IBM 10.00 84.92 0.80 0.95%
JPMorgChas JPM 149.60 22.82 –1.52 –6.24%
JohnsJohns JNJ 19.20 57.44 –0.18 –0.31%
KftFoods KFT 11.10 28.64 0.57 2.03%
McDonalds MCD 11.60 59.67 1.69 2.91%
Merck MRK 12.30 28.19 0.07 0.25%
Microsoft MSFT 72.20 19.71 0.47 2.44%
Pfizer PFE 53.90 17.50 0.11 0.63%
ProctGamb PG 17.20 57.73 0.27 0.47%
3M MMM 5.00 56.42 1.25 2.27%
UnitedTech UTX 7.40 51.10 1.41 2.84%
Verizon VZ 17.30 29.96 0.06 0.20%
WalMart WMT 20.20 51.56 0.21 0.41%

Dow Jones Industrial Average P/E: 19
LAST: 8281.22 s 68.73, or 0.84%

YEAR TO DATE: t 495.17, or 5.6%

OVER 52 WEEKS t 3,818.08, or 31.6%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $5,092 8.8% 32% 20% 37% 11%

Goldman Sachs 3,733 6.4% 35% 13% 48% 3%

Merrill Lynch 3,482 6.0% 35% 20% 43% 2%

Citi 3,241 5.6% 31% 27% 35% 8%

UBS 3,219 5.5% 29% 19% 49% 2%

Morgan Stanley 2,914 5.0% 30% 19% 48% 4%

Credit Suisse 2,758 4.8% 28% 22% 44% 6%

Deutsche Bank 2,437 4.2% 21% 25% 45% 9%

Barclays Capital 2,294 4.0% 29% 37% 23% 11%

Source: Dealogic

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement... And the most deterioration
CHANGE, in basis points CHANGE, in basis points

Yesterday Yesterday Five-day 28-day Yesterday Yesterday Five-day 28-day

Contl AG "1,012" –99 –111 –206 Bco Pop Espanol 230 15 19 5

Thomson "1,652" –32 7 –653 ISS Glob  825 15 38 –81

Wendel 751 –21 –21 –156 FCE Bk  1109 17 133 –550

ArcelorMittal Fin "1,074" –16 –25 –399 Holcim  650 35 41 –139

3i Gp  963 –14 8 –87 Rhodia 1228 37 79 –24

Unibail Rodamco 513 –13 –9 –67 Carlton Comms  566 47 116 99

Rentokil Initial 1927  489 –13 1 –78 Alcatel Lucent 1271 55 43 –54

GKN Hldgs  798 –11 –30 –99 Glencore Intl 1300 60 –78 –1115

AB Volvo 511 –11 21 –72 TUI AG 1082 66 108 40

Koninklijke Ahold  204 –10 11 –59 Yorkshire Wtr Svcs Fin 129 ... ... ...

Source: Markit Group

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

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

Rio Tinto U.K. General Mining $22.4 15.07 7.57% –67.9% –47.6%

Anglo Amer U.K. General Mining 27.3 13.71 7.53 –47.1 –32.9

AXA France Full Line Insurance 36.4 13.16 6.95 –46.5 –48.7

Assicurazioni Genli Italy Full Line Insurance 33.8 18.07 5.43 –38.7 –27.5

ArcelorMittal Luxembourg Iron & Steel 34.2 17.82 4.73 –58.3 ...

Barclays U.K. Banks $12.2 0.98 –24.85% –77.6 –83.2

Royal Bk of Scot U.K. Banks 20.3 0.35 –13.03 –88.9 –92.8

Deutsche Bk Germany Banks 15.1 20.02 –3.56 –74.5 –75.9

BNP Paribas France Banks 35.0 29.01 –3.20 –58.2 –57.7

Banco Bilbao Vizcaya Spain Banks 36.4 7.32 –2.66 –48.4 –51.9

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Nokia 54.6 10.85 4.53% –51.3% –28.1%
Finland (Telecommunications Equipment)
BHP Billiton 39.3 11.88 4.49 –13.8 16.5
U.K. (General Mining)
SAP 43.7 26.92 3.40 –20.1 –26.3
Germany (Software)
L.M. Ericsson Tel B 21.8 59.90 3.28 –20.2 –54.1
Sweden (Telecom Equipment)
ENI 89.1 16.79 3.26 –27.6 –30.9
Italy (Integrated Oil & Gas)
Soc. Generale 24.5 31.80 3.06 –60.2 –66.9
France (Banks)
Allianz SE 39.4 65.74 2.98 –50.6 –47.5
Germany (Full Line Insurance)
BASF 28.9 23.76 2.50 –48.3 –23.3
Germany (Commodity Chemicals)
UniCredit 27.5 1.56 2.44 –70.8 –72.2
Italy (Banks)
Koninklijke Philips 18.2 13.56 2.42 –44.4 –46.5
Netherlands (Consumer Electronics)
Nestle 139.5 40.78 2.41 –15.5 7.3
Switzerland (Food Products)
Intesa Sanpaolo 38.9 2.48 2.38 –50.0 –44.1
Italy (Banks)
Royal Dutch Shell 89.3 19.00 2.26 –26.2 –29.1
U.K. (Integrated Oil & Gas)
Vodafone Grp 116.5 1.35 2.24 –24.4 14.4
U.K. (Mobile Telecom)
Credit Suisse Grp 28.6 27.00 2.20 –52.3 –62.4
Switzerland (Banks)
Novartis 125.3 53.05 2.12 –9.7 –24.9
Switzerland (Pharmaceuticals)
British Amer Tob 53.4 17.78 2.07 –6.0 40.2
U.K. (Tobacco)
Sanofi-Aventis 85.3 48.94 1.64 –20.0 –35.7
France (Pharmaceuticals)
ABB 28.8 13.86 1.54 –45.8 2.6
Switzerland (Industrial Machinery)
BP 150.9 4.92 1.50 –11.2 –25.6
U.K. (Integrated Oil & Gas)

Unilever 40.6 17.85 1.22% –21.1% –5.7%
Netherlands (Food Products)
Total 116.3 37.01 1.09 –30.5 –31.8
France (Integrated Oil & Gas)
ING Groep 18.7 6.79 1.04 –71.0 –75.7
Netherlands (Life Insurance)
Bayer 43.6 43.08 1.01 –28.2 25.2
Germany (Specialty Chemicals)
Daimler 30.6 23.93 0.67 –55.2 –44.1
Germany (Automobiles)
Telefonica 93.5 15.00 0.60 –30.3 20.9
Spain (Fixed Line Telecom)
Banco Santander 64.7 6.11 0.49 –47.3 –40.4
Spain (Banks)
Diageo 37.1 9.05 0.33 –8.5 9.1
U.K. (Distillers & Vintners)
Iberdrola 39.2 5.93 0.17 –39.4 4.2
Spain (Conventional Electricity)
Tesco 40.2 3.45 0.09 –18.8 9.1
U.K. (Food Retailers & Wholesalers)
GlaxoSmithKline 104.7 12.35 –0.04 –4.3 –13.3
U.K. (Pharmaceuticals)
Siemens 52.3 43.20 –0.09 –53.0 –38.3
Germany (Diversified Industrials)
France Telecom 66.0 19.05 –0.16 –22.8 2.0
France (Fixed Line Telecom)
E.ON 66.4 25.03 –0.44 –48.5 –12.2
Germany (Multiutilities)
Deutsche Telekom 57.7 9.99 –0.55 –33.7 –23.9
Germany (Mobile Telecom)
Astrazeneca 58.0 26.89 –1.25 14.7 0.6
U.K. (Pharmaceuticals)
UBS 34.9 13.33 –1.26 –65.3 –77.3
Switzerland (Banks)
GDF Suez 89.9 30.97 –1.28 –21.5 22.2
France (Multiutilities)
Roche Hldg Pt. Ct. 104.9 167.20 –1.88 –17.8 –14.9
Switzerland (Pharmaceuticals)
HSBC Hldgs 95.5 5.36 –2.15 –29.6 –43.2
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.51% 1.47% 2.8% 1.3% -5.1%
Event Driven 0.92% 1.37% -11.1% 1.3% -24.8%
Distressed Securities -3.64% -4.93% -19.8% -1.9% -36.4%

*Estimates as of 01/15/09, 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 97.83% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.83 93.36 0.02 5.57 2.16 3.71

Europe Crossover: 10/1 10.15 85.35 0.06 11.20 5.74 8.69

Asia ex-Japan IG: 10/1 3.32 94.45 0.02 6.63 1.99 3.59

Japan: 10/1 3.07 93.14 0.02 3.75 1.58 2.64

 Note: Data as of January 15

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

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

BLUE CHIPS & BONDS
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The following article is adapted
from “The Breakthrough: Politics
and Race in the Age of Obama” by
Gwen Ifill. Copyright 2009 by
Gwen Ifill. Published by Double-
day, an imprint of The Doubleday
Publishing Group, a division of Ran-
dom House Inc.

It is now an article of faith that
President-elect Barack Obama
pulled off a huge political stunt last
November. He won over white voters
(more than the white Democratic
nominee did in 2004). He won over
Latino voters, and he won over
women voters (Hillary hangover not-
withstanding).

Almost no one notices that he had
to win over black voters and leader-
ship, too, and that it took some work.
Many African-Americans were skep-
tical of the man with the funny name
who didn’t seem to be from any-
where. It actually took a victory in
Iowa, one of the whitest states in the
nation, for many black voters to be-
lieve the black candidate was viable.

Black leadership was another
challenge. It fell to Andrew Young,
the venerable civil-rights marcher,
former Atlanta mayor and United Na-
tions ambassador, to explain the
skepticism of many leaders in the
black community.

“I’d like Barack Obama to be presi-
dent,” Mr. Young said, to a burst of ap-
plause from a small hometown audi-
ence in 2007. But then he added: “In
2016.” The applauders were caught
up short. A few booed. At that point,
Mr. Young was still supporting his
old friend Hillary Clinton. Mr.
Obama, he decided, wasn’t even
close to ready. “It’s not a matter of be-
ing inexperienced,” Mr. Young said
in a matter-of-fact tone. “It’s a mat-
ter of being young.”

What Mr. Young exposed that
night in Atlanta was a rift between
black politicians born in the 1930s
and 1940s and those born in the
1960s and 1970s. “I had a hard time
believing the Obama phenomenon,”
he admitted a year later. The world
view of the older politicians, many of
them preachers like Mr. Young, was
defined by limitation. They couldn’t
eat at lunch counters. They couldn’t
sit where they liked on buses or vote
how and for whom they liked. They
couldn’t attend the schools they pre-
ferred or aspire to the jobs they be-
lieved they were qualified to hold. Ev-
ery time one of those barriers fell, it
was power seized, not given. They
marched, they preached, and they
protested.

Their children, however, walked
freely down the streets where their
parents marched. Their schools were
integrated, and Ivy League colleges
came looking for them. They didn’t
grow up with Jim Crow laws or lynch-
ing trials, and they lived in a world
shaped by access instead of denial.

“The prior generation that they re-
placed defined their position, their
mission, their program, in opposi-
tion to whites,” said Christopher Ed-
ley Jr., a former Carter and Clinton
administration official. “And in that
sense, the new generation defined
their position, their vision, their pro-
gram in a way that is—again that
word we’re looking for; it’s not nonra-
cial, it’s not postracial—supraracial.”

This newly expansive view is
what Obama tapped into, treating
his elders with careful respect, but
lavishing his attention on a genera-
tion that sees race, but considers it a

complement rather than a con-
straint.

It was impossible to miss the gen-
erational divide playing itself out in
the 2008 election. Young Obama vot-
ers were the leading edge in enthusi-
asm and engagement. In the general
election, Mr. Obama improved on
2004 Democratic presidential nomi-
nee John Kerry’s performance with
voters under 30 by 12%. (Sen. John
McCain bested Mr. Obama only
among voters age 65 and older.) “You
had probably a little over 13 million
new voters jumping into the pro-
cess,” Obama pollster Cornell
Belcher told me. “And among those
new voters, Barack Obama won close
to 70% of them. Part of his strategy
from the beginning was: change the
face of the electorate.”

Another reason Mr. Obama had
some trouble convincing black vot-
ers is because it had seldom been
done this way before. Most black
elected officials would never have
been elected to office if they had to
rely on white voters. Instead, they
benefited from a civil-rights move-
ment that created power through art-
fully drawn black majority districts.
Once inside the circle, officials
elected from these districts—espe-

cially in Congress—acquired a
power of incumbency that virtually
guaranteed re-election, year after
year after year. The white political
power structure, happy with sepa-
rate but equal, generally looked the
other way to protect their own politi-
cally safe preserves.

Mr. Obama and other new genera-
tion politicians like him correctly
saw the change coming. The most
well-known black leaders had begun
to age out. The big names—Jesse
Jackson Sr., Vernon Jordan and Colin
Powell—are in their sixties and sev-
enties.

The Obama generation is, for the
most part, in their thirties, forties, or
at most fifties, with their own net-
works and ideas about the best way
to seize power.

Even among those fighting for
change, there is often resistance to
the shape it takes. John Lewis, the
Georgia congressman who was 23
years old when he stood next to Mar-
tin Luther King Jr. at the 1963 March
on Washington, switched from Mrs.
Clinton to Mr. Obama during the pri-
mary season in part because he
feared ending up on the wrong side
of history. In a politician less ad-
mired, it would have been called a
flip-flop, but with Mr. Lewis the shift

seemed genuinely painful. The pro-
cess, he told NBC correspondent An-
drea Mitchell, was more difficult
than getting his head bashed in as he
crossed Selma, Alabama’s Edmund
Pettus Bridge in 1965. The current
shift, he said, has its echoes.

“I saw it in Atlanta with some of
the old guard, towards some of the
young people, you hear ‘They
haven’t paid their dues,’ ‘It’s not
their time, they need to get in line,’ ”
he told me. “I think some of the old-
line black leaders during the ’60s,
the late ’50s and the ’60s, wanted us
to stay in our places, not get out of
line, that we were going too fast, that
we were pushing too fast. And they
didn’t understand this new, young de-
gree of militancy.”

Here’s one rough measure of how
quickly the generational game
changed. Midway through the elec-
tion year, the NAACP, the nation’s old-
est civil rights organization, elected
for the first time a 35-year-old presi-
dent who was neither a politician nor
a preacher. The organization nearly
split itself in two selecting Benjamin
Jealous only after eight hours of con-
tentious closed-door debate.

“Look at the average age of peo-
ple who led,” Mr. Jealous told me, cit-
ing civil-rights icons of years past. “I

look at the fact that Malcolm [Mal-
colm X] and Martin were dead by 39
and Medgar [Evers] was dead by 36.
And they all had been involved in the
struggle for over a decade at the lead-
ership level by the time they died.”
(Mr. Evers died at 37, but Mr. Jeal-
ous’s point still holds.) Electing a
black president, Mr. Jealous said, is
an “exciting, traumatic, dramatic
turning point in the struggle—but it
won’t be the end. We’ll still have
many, many problems.”

All around the country en-
trenched and emerging politicians
have spent the better part of the last
decade trying to master the feat Mr.
Obama pulled off. The successful
ones have managed to cross racial
lines without alienating their
base—a huge break from the way
their elders won office. Adam Clay-
ton Powell Jr. could only have been
elected in Harlem. Maxine Waters
has South Central Los Angeles to
thank for her electoral invincibility.
This latest generation of black politi-
cians and black political thinkers say
they want more.

“We look different, we sound dif-
ferent, and what’s so striking about
the way in which the old guard re-
sponds to us is that they don’t know
what to do with us,” said Princeton
professor Eddie Glaude Jr. “And
what’s so striking to me as well is, we
don’t quite know what to do with our-
selves either.”

With few exceptions, most
younger black politicians around the
country embraced Mr. Obama imme-
diately as a kindred spirit. For the
civil-rights icons, it was more compli-
cated. Oakland, California Mayor
Ron Dellums, 72, chose to support
Mrs. Clinton over Mr. Obama, but
even he acknowledged the shifting
winds. Black leaders, he said, have
got to stop treating change as a
threat. “You have to update your anal-
ysis, update the nature of your poli-
tics,” he says. “You can’t be 1958, you
can’t be 1968, you have to be 2008,
but you build on those realities.”

Meanwhile, civil-rights luminar-
ies like Roger Wilkins, a 76-year-old
historian, journalist and veteran ac-
tivists saw Mr. Obama’s rise as a natu-
ral evolution. “I love this transition,”
he said, “because my generation has
done its work. Whatever one thinks
of the result of that work, it was con-
sequential work, and it did help
change the nation.”

“But now we’re old,” he contin-
ued, “and there are people whose
path we made possible who see the
country very, very differently than
we did.”

By Evan Perez

WASHINGTON—U.S. Attorney
General Michael Mukasey raised con-
cerns that government lawyers and
interrogators may be at risk for crim-
inal prosecution after his likely suc-
cessor, Eric Holder, said waterboard-
ing of terror detainees is torture.

Mr. Mukasey also said in an inter-
view Friday that President-elect
Barack Obama faces a “myriad of
problems” as he tries to shut down
the U.S. prison at Guantanamo Bay,
Cuba. Mr. Obama’s plans are trigger-
ing worries among Justice Depart-
ment lawyers who think evidence

against many of the approxi-
mately 250 detainees
wouldn’t hold up in a con-
ventional court proceeding.

Mr. Holder said flatly at
his confirmation hearing
Thursday that waterboard-
ing, or simulated drowning,
is torture. Mr. Mukasey de-
clined to say that at his con-
firmation hearing in 2007,
and said Friday that his posi-
tion hasn’t changed.

“Torture is a crime,” Mr. Mukasey
said. If the U.S. decided to prosecute
those who justified or carried out
waterboarding, he said, he worried

“about the effect on…the
work of fine intelligence
lawyers who are called on
to make judgments on ques-
tions like that.”

“It’s one thing to write
opinions on a matter of ab-
struse law. It’s quite some-
thing else to write [opin-
ions] on whether some-
thing is or isn’t a crime,”
said Mr. Mukasey. He
added that in the future,

government lawyers and agents
“have to be concerned that you may
someday—having given your best,
most honest, most impartial advice—

have it be said of you that you sanc-
tioned a crime.”

Messrs. Obama and Holder have
tried to tamp down calls for crimi-
nal probes into those involved in in-
terrogations.

On the Guantanamo closing, Mr.
Mukasey said Mr. Obama must find
a way to deal with “enormously dan-
gerous” prisoners who cannot be re-
leased. The Bush administration is
using military commissions to try
some detainees, in part because the
commissions’ rules permit the use
of evidence that wouldn’t be al-
lowed in civilian courts.

The Obama generation: how youth trumped race
Campaign used whites to convince blacks and the young to convince elders they should set aside their skepticism

Michael Mukasey

Mukasey cites risks in using the term ‘torture’
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Cerberus Capital planning
staff cuts approaching 10%

— 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.

By David Walker

Hedge funds’ poor performance
last year was bad enough to bring
into question the fee structure that
has been in place since Alfred Jones
pioneered the investment vehicles
soon after World War II.

He charged investors 2% of as-
sets and 20% of any gains. Since
then, many changes to those fees
have been by funds that decided
they weren’t high enough. U.S. man-
ager SAC Capital Advisors in-
creased its performance fee to 50%
some years ago and U.K. manager
GLG Partners LP was able to levy
30% on some of its funds.

In theory, those fees are tied to
the ability to make investors money
no matter what the direction of the
market. Managers instead lost
18.3% last year, according to data
provider Hedge Fund Research.

Some investors complain they
have lost money on their original in-
vestment, even though they have
paid high performance fees during
good years, after a bad 2008 wiped
out all the gains.

Others object to paying fees
when managers have stopped them
withdrawing their money. And some
managers say the structure is bro-
ken because it allows them to charge
performance fees only once they
reach previous highs, which argu-
ably encourages them shut down if
that point seems years away. Many
people in the sector predict both fig-
ures in the “2 and 20” will have to be
changed to address these concerns.

“While we strongly believe
skilled managers should be fairly
compensated, fees are generally
still too high for the value they de-
liver,” said Craig Baker, global head
of manager research at investment
consultants Watson Wyatt.

Managers have started restructur-
ing their fees, cutting or waiving fees,
changing how often they calculate
performance charges, and in some
cases allowing investors to claw back
incentive fees if performance falters.

HedgefundRenaissanceTechnol-
ogies LLC last month reduced its
fixedfeesafterrelativelyaverageper-
formance last year, while peer Ra-
mius Capital Group offered lower
feesif investors committedtoportfo-
lios for years. “This is one area where
asset managers and pension
schemes are likely to go head to head
this year,” said analysts at invest-
ment consultants bfinance UK Ltd.

RAB Capital PLC and Centaurus
Capital LP also offered sweeteners
for investors staying with their flag-
ships, threatening wind-up votes if
investors disagreed, although not
even such promises deterred Cen-
taurus’s clients from advocating
shutting down the flagship.

“Managers delivering strong re-
turns might be at a premium, but
there are bargain-basement oppor-
tunities for institutional investors,
and this is an opportunity they
must have been waiting for for a
while,” said Andrew Baker, chief ex-
ecutive of hedge-fund industry
body the Alternative Investment
Management Association.

Hedge funds around the world
are expected to drop their manage-
ment fee by a quarter, to between
10% and 15%, according to a survey of
fund managers that bfinance con-
ducted in December.

“Some managers are looking at
no incentive fees this year or next
so the whole economics of their

business has suddenly changed,”
said John Godden, founder of con-
sultants IGS Group. “They will have
to decide what to do.”

Roger Urwin, global head of in-
vestment content at Watson Wyatt,
said an appropriate structure might
comprise a base fee sufficient to
cover fixed costs and research and
development and a performance fee
that is capped and collected only
once the fund has exceeded a pre-
defined return. In return, Mr. Urwin
said, investors would lock their
money in for longer periods.

Hedge fund fees too high?
Traditional 2%-20%
structure questioned
as results disappoint

Lazard plucks from RBS
a leveraged-finance team

www.efinancialnews.com

Note: From surveys conducted in December of 32 corporate and sovereign pension funds from 10 countries 
including the U.K., Canada, Gulf and Nordic regions and Germany and of asset managers from North 
America and Europe. 

Source: bfinance

Commit money for one year

Commit money for two years

Commit money for three years
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Pct. most likely to offer Pct. most unlikely to offer
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55
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New deal?  
Talk about how to change hedge-fund fees has 
accelerated. One option might be for investors to pay 
lower fees, but have their money locked up for longer.
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By Dawn Cowie

Lazard Ltd. has hired the co-
heads of Royal Bank of Scotland
Group PLC’s leveraged-finance team
inFrance as it continues to expandits
Europeanrestructuring anddebt-ad-
visory businesses to cope with rising
demand from clients, as mergers and
acquisitions advisory work slumps.

François Guichot-Pérère and Geof-
froi de Saint-Chamas, co-heads of le-
veraged finance in France at RBS, are
set to join Lazard, according to a per-
son familiar with the situation. A sec-
ond person said the pair would be
joining as co-heads of Lazard’s debt-
advisory business in France. RBS and
Lazard declined to comment.

The appointments follow the
launch of Lazard’s debt advisory
teaminGermanylastyear,ledbyMar-
cel Herter, who joined the bank last
August from Dresdner Kleinwort.
Thecompany also appointed Michael
Grayer as head of debt advisory in
Londonfrom GECommercialFinance
last April.

Michael Castellano, chief finan-
cial officer at Lazard, said last No-
vember that the bank will soon be
expanding its debt-advisory busi-
ness to another country. The bank
has had a debt-advisory business in
France for several years.

Lazard is also in the process of ex-
panding its European restructuring

business. Mr. Castellano said the
bank is moving M&A bankers to work
with the restructuring team as the
bank forecasts a surge in restructur-
ing activity in Europe that will out-
strip the last economic downturn.

“We are looking for senior rela-

tionship bankers or upgrading
what we have and will take action
on both sides so headcount will
stay pretty flat,” he said. Last
month, Lazard hired Alexis de Ros-
nay, the former co-head of Euro-
pean investment banking at Leh-
man Brothers.

By Paul Hodkinson

U.S. alternative investments
firm Cerberus Capital Manage-
ment LP, owner of car maker
Chrysler LLC, is preparing to cut
nearly 10% of its staff around the
world, according to people familiar
with the situation. Cerberus has
about 275 investment and opera-
tional professionals.

“In today’s challenging economic
environment, we, like many other pri-
vate investment firms, are consider-
ing a variety of options” said a Cer-
berus spokesman. “Any action we
take will, of course, be consistent
with the best interests of our inves-
tors.”

Large private-equity firms
known to have launched layoff pro-
grams since December include Lon-

don-based 3i Group PLC, which cut
15% of its work force; Blackstone
Group, 5%; and Carlyle Group, 10%.
American Capital, Cognetas, Invest-
corp and Shuaa Capital have also
made cuts.

Cerberus is based in New York
but has operations across the U.S., as
well as in London, Frankfurt, Tokyo,
Beijing and Dubai. The firm’s portfo-
lio companies have combined annual
revenue of more than $100 billion.
Two of Cerberus’s investments have
run into difficulties in the past year.

Auto and mortgage lender GMAC
LLC, in which Cerberus acquired a ma-
jority stake in 2006, received a $5 bil-
lion injection from the U.S. govern-
ment to avert bankruptcy. Cerberus
distributed most of its stake in the
lender to its investors and was cut to
a minority position.

A push to expand
restructuring and
debt-advisory
businesses in Europe.

For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com
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Traffic is diverted along the inauguration-parade route on Pennsylvania Avenue in
Washington on Saturday.

Inaugural-party loopholes
‘State societies’ get
companies, lobbyists
access to lawmakers

By Louise Radnofsky

And Gary Fields

WASHINGTON—When Barack
Obama was elected president, driv-
ers in the nation’s capital couldn’t
stop beeping their car horns to the
rhythm of “Yes, we can.” Now,
they’re just honking.

On a normal day, the city’s pop-
ulation nearly doubles as 450,000
commuters flood in and out, more
than half traveling alone by car.
Washington has the nation’s sec-
ond-longest commute measured
by time spent traveling to work.
People here discuss traffic the
way Londoners talk about
weather or New Yorkers obsess
over real estate.

Washington has been bracing
for traffic chaos on inauguration
day since November, with lists of
planned road closures in the
160-square-kilometer district run-
ning to pages.

But the past 10 days have been a
harbinger of the gridlock to come.
Traffic volume across the district
is up slightly from the first half of
January 2008. And with motor-
cades and security cordons
abounding for both arriving and
departing officials, more drivers
are jamming fewer routes.

Penny Kozakos, a public-rela-
tions consultant who lives in Alex-
andria, Va., said the time it takes
her to drive 13 kilometers tripled
last week to 45 minutes. She said a
co-worker sat through so many cy-
cles at one traffic light she took
out her laptop and began working.

Taxi drivers say they can’t
catch a break either, with passen-
gers opting to walk the remainder

of their journeys, leaving the
driver backed up in traffic. Da-
neale Dereje, 29 years old, who
has driven a taxi in Washington
for six years, said he spent an hour
and earned $13 trying to take a pas-
senger from Georgetown to K
Street Monday morning, a journey
of less than two kilometers that
should have lasted as little as two
minutes.

Washington traffic stalls further

By Brody Mullins

And Elizabeth Williamson

Lobbyists and corporations in
the U.S. have found an opening in the
latest congressional-ethics law that
allows them to pay for special access
to lawmakers and members of the in-
coming Obama administration dur-
ing this week’s inaugural festivities.

President-elect Barack Obama,
who arrived in Washington Saturday
after a train ride from Philadelphia,
was a vocal champion of rules en-
acted last year that prohibit compa-
nies and lobbyists from buying any-
thing worth more than $10 for law-
makers. But well-heeled interests
have found a way to circumvent the
ban by partnering with “state societ-
ies” that are throwing parties to cele-
brate Mr. Obama’s inauguration.

These Washington-based non-
profits, whose members include law-
makers, congressional aides, lobby-
ists and executives from a given
state, aren’t subject to the ethics law—
even though their social and charita-
ble activities are paid for with corpo-
rate money.

Mr. Obama’s home state of Illi-
nois, for example, is holding its own
inaugural ball Monday, the night be-
fore Mr. Obama is sworn in. It is offer-
ing executives of Motorola Inc., Ex-
elon Corp., and the American Road
and Transportation Builders Associa-
tion a chance to pay big money to
dine and pose for photos with Illinois
lawmakers and incoming Transpor-
tation Secretary Ray LaHood, who re-
cently retired as congressman from
the state. The price: $5,000 to
$55,000, event organizers said.

Hawaii, Mr. Obama’s birthplace,
has invited companies and lobbyists
who pay as much as $25,000 into a
roped-off VIP lounge at its Tuesday
night affair, where they can mingle

with influential policy makers.
Among the drawing cards: Hawaii
Sen. Dan Inouye, the new chairman
of the Senate Appropriations Com-
mittee, and Gen. Eric Shinseki, a Ha-
waiian tapped to lead the Veterans
Affairs Department.

Takers so far include Lockheed
Martin Corp., which gave $25,000
for access to the party. Jeff Adams, a
spokesman for Lockheed, said: “I
can confirm that Lockheed Martin is
co-sponsoring some of the unoffi-
cial inaugural events.”

Gen. Shinseki and Mr. LaHood can-
celed their appearances at the galas af-
ter The Wall Street Journal contacted
the transition team about them.
Obama spokesman Tommy Vietor de-
clined to comment on the balls.

State societies didn’t seek an ex-
emption to the ethics rules but fall
under exceptions that permit law-
makers to attend corporate-spon-
sored events if they are “widely at-
tended” and considered part of a
lawmaker’s “official duty.” Lawmak-
ers also can accept free attendance
at charitable events.

Most state-society members are
residents who are living or working
in Washington. The attendance of
these home-state constituents quali-

fies lawmakers and the societies’
events for ethics exemptions that
permit companies to pick up the tab
for food, drinks and entertainment.
Tickets are free for members.

The ethics rules “don’t affect us
too much,” said Mark Rhoads, a histo-
rian with the National Conference of
State Societies, which represents all
the state groups.

The inaugural balls can be boons
to lawmakers. State societies bill
their galas as celebrations of their
elected leaders. The events also of-
fer politicians a highly visible
chance to mix with voters, corporate
leaders and campaign donors. In all,
more than two-dozen state societies
are throwing inaugural balls paid for
by corporations. Each sponsor gets
access to members of Congress and
state politicians through VIP rooms
or smaller dinners beforehand.

Departing Philadelphia Satur-
day, Mr. Obama and his family
boarded a restored 1930s train car
bound for Wilmington, Del., to pick
up Vice President-elect Joe Biden,
before arriving at Washington’s
Union Station after nightfall. On-
lookers gathered at train stations,
parking lots and overpasses along
the 215-kilometer route.

U.S. wiretapping wins
backing in appeals court
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State societies’ parties will help lobbyists skirt rules. Above, a 2005
inaugural ball sponsored by Texas State Society.

By Peter Sanders

And Christopher Conkey

For mayors like Antonio Villarai-
gosa of Los Angeles, the U.S. eco-
nomic-stimulus bill has turned into
a lobbying brawl they are in danger
of losing.

When mayors from around the
U.S. convened in Washington last
month, many hoped they could hitch
their local projects to President-
elect Barack Obama’s proposed stim-
ulus package, attracting a stream of
federal funds to their cities.

Now, some mayors fear the bill
may be slipping away from them. The
Obama transition team never detailed
how it thought the money should be
distributed, and Congress has taken
the lead in that process. It is likely to
fall back on its standard formula of giv-
ing money to statehouses, which
would have the most say over how
money gets spent at the local level.

“I just hope the whole thing
doesn’t become one big piñata,”
says Mr. Villaraigosa.

The mayor has touted a series of
ambitious projects—from outfitting
rooftops with solar panels to reduc-
ing pollution at the city’s port—that
he says fit with Mr. Obama’s agenda of
creating environmentally friendly
“green” jobs.

Even though the expected size of
the stimulus package has grown to
around $825 billion, Mr. Villaraigosa
is jostling to secure even a sliver of it.

House Democrats, in their plan un-
veiled Thursday, outlined $550 bil-
lion of spending, but most of that
would flow through governors, who
have stepped up their own lobbying
efforts. The remaining $275 billion
would be for tax cuts.

Mr. Villaraigosa has brought his
case directly to House Speaker Nancy
Pelosi and Senate Majority Leader
Harry Reid, he said. He said he only
asks that Washington match some of
the $50 billion his city plans on invest-
ing in its green projects.

Other cities have been trying to or-
ganize their own lobbying blitzes. St.
Louis Mayor Francis Slay, for exam-
ple, has been working on Sen. Christo-
pher Bond of Missouri, the ranking Re-
publican on the appropriations sub-
committee on urban development.

When mayors met with Mr.
Obama in mid-December, and again
this month, they emerged with high
hopes. “I left the meeting with a
clear understanding that there
would be funds going to the local
communities,” said Louisville, Ky.,
Mayor Jerry Abramson.

The conference rushed out a
1,500-page book of local projects it
claimed were worthy of stimulus
money. Cities account for almost
90% of the country’s economic out-
put, they argued, and should receive
their rightful amount. It turned into
a public-relations blunder, as some
projects were quickly tagged as
pork-barrel spending.
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Mayors of U.S. cities struggle
to get piece of stimulus package

By Evan Perez

WASHINGTON—A federal intelli-
gence appeals court bolstered the
U.S. government’s power to conduct
electronic surveillance without war-
rants, in a ruling that may aid tele-
communications companies sued
for assisting the government’s
eavesdropping.

The ruling from the Foreign Intel-
ligence Surveillance Court of Re-
view, a rarely convened body mak-
ing only its second public ruling in
more than 30 years of existence,
found there is an exception to
Fourth Amendment protections
against unreasonable searches in na-
tional-security cases where eaves-
dropping is done to obtain foreign
intelligence.

The Justice Department said it
was “pleased with this important
ruling.”

Civil-liberties lawyers said that
they disagreed with the decision,
but that it doesn’t necessarily doom
other lawsuits challenging the legal-
ity of government surveillance con-
ducted in other cases.

“They won the battle, but they
may ultimately lose the war,” said
Jameel Jaffer of the American Civil
Liberties Union.

The ruling, made in August and
published in an unclassified version
Thursday, came in response to an ap-
peal from an unidentified company,
believed to be a telecom provider,
which questioned the legality of a
2007 government request to assist
in eavesdropping on certain of its
customers.

The decision relates to a wiretap
request made under a stopgap law
known as the Protect America Act,
which expired and later was re-

placed with the amended Foreign In-
telligence Surveillance Act.

The ruling is somewhat narrow,
because it didn’t decide on the legal-
ity of the stopgap or new laws, but
rather on the specific wiretap re-
quest, which included additional
safeguards that weren’t required un-
der the Protect America Act. The
safeguards were aimed at prevent-
ing the inadvertent collection of pri-
vate communications of people not
targeted by the wiretap request.

Still, the government’s victory
could help telecom-company law-
yers fighting dozens of lawsuits
filed in recent years over the govern-
ment’s eavesdropping activities.
The companies argue they assisted
the government only after receiving
orders they believed were legal.

In its ruling, the court said: “We
caution that our decision does not
constitute an endorsement of broad-
based, indiscriminate executive
power.”

Some of the continuing lawsuits
relate to the National Security Agen-
cy’s secret warrantless-eavesdrop-
ping program authorized by Presi-
dent George W. Bush after 9/11,
which has since been put under
court oversight.

Asked for his comment on the rul-
ing, Central Intelligence Agency Di-
rector Michael Hayden, who intro-
duced the warrantless-surveillance
program when he was NSA director,
said: “My reaction? Duh!”

Mr. Jaffer said some parts of the
ruling could help the ACLU in a case
that challenges the new FISA law.
“Procedural safeguards that the
FISA court found necessary are pro-
cedural safeguards that are miss-
ing” in the new law.
 —Siobhan Gorman contributed

to this article.
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/15 EUR 25.26 –3.7 –64.4 –38.6
MP-TURKEY.SI OT OT SVN 01/15 EUR 18.89 –3.3 –61.5 –31.4

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 1.1 –35.8 –17.5
Parex Caspian Sea Eq EU EQ LVA 01/15 EUR 2.35 11.9 –74.7 NS
Parex Eastern Europ Bd EU BD LVA 01/15 USD 8.82 1.1 –35.8 –17.5
Parex Russian Eq EE EQ LVA 01/15 USD 8.10 –6.5 –74.7 –40.4

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 01/16 USD 102.03 –8.0 –53.2 –23.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/16 USD 97.90 –8.0 –53.7 –24.2
PF (LUX)-Biotech-Pca OT EQ LUX 01/15 USD 289.89 1.7 –14.4 –1.3
PF (LUX)-CHF Liq-Pca CH MM LUX 01/15 CHF 124.04 0.1 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/15 CHF 93.63 0.1 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/15 EUR 112.70 –4.5 –44.6 –28.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/15 USD 76.92 –5.4 –40.1 –17.7
PF (LUX)-East Eu-Pca EU EQ LUX 01/15 EUR 130.20 –2.5 –73.7 –43.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/16 USD 86.73 –6.9 –59.9 –27.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/16 USD 286.78 –5.7 –58.8 –27.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/15 EUR 74.24 –2.9 –41.1 –26.3
PF (LUX)-EUR Bds-Pca EU BD LUX 01/15 EUR 371.03 –0.6 1.2 0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/15 EUR 282.35 –0.6 1.2 0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/15 EUR 127.02 1.7 –4.2 –2.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/15 EUR 89.30 1.7 –4.2 –2.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/15 EUR 96.17 6.6 –30.3 –19.8
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/15 EUR 55.75 6.6 –30.3 –19.8
PF (LUX)-EUR Liq-Pca EU MM LUX 01/15 EUR 134.81 0.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/15 EUR 97.16 0.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/15 EUR 298.53 –2.4 –46.0 –30.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/15 EUR 97.85 –3.3 –42.1 –29.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/15 USD 189.12 –0.2 –6.5 –0.1
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/15 USD 128.66 –0.2 –6.5 –0.1
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/15 USD 12.20 –4.9 –45.6 –27.8
PF (LUX)-Gr China-Pca AS EQ LUX 01/16 USD 196.95 –7.4 –48.5 –18.2
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/16 USD 184.72 –3.6 –64.6 –25.0
PF (LUX)-Jap Index-Pca JP EQ LUX 01/16 JPY 7752.48 –4.8 –38.2 –30.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/16 JPY 6955.59 –4.7 –40.3 –35.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/16 JPY 6787.54 –4.8 –40.7 –35.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/16 JPY 3738.57 –4.8 –36.8 –33.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/16 USD 149.62 –5.5 –48.3 –21.8
PF (LUX)-Piclife-Pca CH BA LUX 01/15 CHF 687.95 –0.2 –16.3 –11.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/15 EUR 41.93 –5.0 –37.4 –27.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/15 USD 20.41 –10.6 –79.2 NS
PF (LUX)-Security-Pca GL EQ LUX 01/15 USD 70.14 –1.8 –29.4 –18.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/15 EUR 324.45 –0.6 –41.0 –29.0
PF (LUX)-US Eq-Ica US EQ LUX 01/15 USD 77.36 –5.3 –36.5 –19.7
PF (LUX)-USA Index-Pca US EQ LUX 01/15 USD 67.76 –6.5 –37.9 –22.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/15 USD 530.66 0.0 10.3 9.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/15 USD 389.39 0.1 10.3 9.5
PF (LUX)-USD Liq-Pca US MM LUX 01/15 USD 130.25 0.1 2.3 3.4
PF (LUX)-USD Liq-Pdi US MM LUX 01/15 USD 85.05 0.0 2.3 3.4
PF (LUX)-Water-Pca GL EQ LUX 01/15 EUR 105.50 2.4 –26.6 –16.9
PF (LUX)-WldGovBds-Pca GL BD LUX 01/15 USD 160.01 –2.9 5.1 9.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/15 USD 132.44 –2.9 5.1 9.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/15 USD 36.29 –12.6 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 01/15 USD 7.42 –5.4 –42.5 –27.9
Japan Fund USD JP EQ IRL 01/16 USD 13.86 –5.7 –11.3 –12.7

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 12/31 USD 126.59 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 6.75 –58.8 –58.8 –25.1
Europn Conviction USD B EU EQ CYM 12/31 USD 126.28 10.6 10.6 8.6
Europn Forager USD B OT OT CYM 12/31 USD 178.94 –12.8 –12.8 –0.8
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 12/31 USD 13.99 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 12/31 USD 165.85 4.3 4.3 3.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 01/14 USD 61.03 5.8 –56.4 –19.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 01/15 EUR 527.06 –6.5 –40.7 NS
Core Eurozone Eq B EU EQ IRL 01/15 EUR 612.83 –6.8 NS NS
Euro Fixed Income A EU BD IRL 01/15 EUR 1129.50 –0.2 –10.7 –5.8
Euro Fixed Income B EU BD IRL 01/15 EUR 1198.90 –0.2 –10.2 –5.3
Euro Small Cap A EU EQ IRL 01/15 EUR 848.38 0.1 –45.9 –35.6
Euro Small Cap B EU EQ IRL 01/15 EUR 903.56 0.1 –45.5 –35.2
Eurozone Agg Eq A EU EQ IRL 01/15 EUR 470.17 –5.4 –46.6 NS
Eurozone Agg Eq B EU EQ IRL 01/15 EUR 671.86 –5.4 –46.3 –29.6
Glbl Bd (EuroHdg) A GL BD IRL 01/15 EUR 1218.34 1.8 –6.9 –2.5
Glbl Bd (EuroHdg) B GL BD IRL 01/15 EUR 1285.80 1.8 –6.2 –1.9
Glbl Bd A EU BD IRL 01/15 EUR 1039.59 6.0 2.3 –1.3
Glbl Bd B EU BD IRL 01/15 EUR 1100.44 6.1 3.0 –0.7
Glbl Real Estate A OT EQ IRL 01/15 USD 591.04 –11.3 –49.1 –35.0
Glbl Real Estate B OT EQ IRL 01/15 USD 605.83 –11.3 –48.8 –34.6
Glbl Real Estate EH-A OT EQ IRL 01/15 EUR 561.65 –10.5 –47.1 –35.7
Glbl Real Estate SH-B OT EQ IRL 01/15 GBP 52.98 –10.6 –46.8 –34.8
Glbl Strategic Yield A EU BD IRL 01/15 EUR 1163.90 3.0 –21.3 –11.4
Glbl Strategic Yield B EU BD IRL 01/15 EUR 1238.32 3.0 –20.8 –10.9
Japan Equity A JP EQ IRL 01/15 JPY 9579.00 –7.3 –43.1 –32.9
Japan Equity B JP EQ IRL 01/15 JPY 10151.00 –7.3 –42.7 –32.5
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/15 USD 1185.47 –7.8 –52.9 –23.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/15 USD 1257.88 –7.8 –52.6 –23.5
Pan European Eq A EU EQ IRL 01/15 EUR 696.30 –3.1 –44.7 –29.4
Pan European Eq B EU EQ IRL 01/15 EUR 738.03 –3.1 –44.4 –29.0
US Equity A US EQ IRL 01/15 USD 625.29 –6.6 –42.3 –23.6
US Equity B US EQ IRL 01/15 USD 665.52 –6.5 –41.9 –23.2
US Small Cap A US EQ IRL 01/15 USD 942.06 –6.3 –40.1 –24.7
US Small Cap B US EQ IRL 01/15 USD 1003.49 –6.3 –39.7 –24.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/16 SEK 59.90 –0.5 –42.9 –29.6
Choice Japan Fd JP EQ LUX 01/16 JPY 43.00 –4.4 –37.9 –32.3
Choice Jpn Chance/Risk JP EQ LUX 01/16 JPY 43.08 –3.8 –43.2 –33.2
Choice NthAmChance/Risk US EQ LUX 01/16 USD 2.82 0.5 –41.0 –23.9
Europe 2 Fd EU EQ LUX 01/16 EUR 0.69 –0.5 –47.9 –31.4
Europe 3 Fd EU EQ LUX 01/16 GBP 2.72 –9.0 –38.0 –19.9
Global Chance/Risk Fd GL EQ LUX 01/16 EUR 0.49 4.9 –31.1 –23.4
Global Fd GL EQ LUX 01/16 USD 1.61 –3.1 –40.6 –23.2
Intl Mixed Fd -C- NO BA LUX 01/16 USD 22.04 –4.1 –30.3 –14.9
Intl Mixed Fd -D- NO BA LUX 01/16 USD 15.55 –4.1 –30.3 –13.7
Wireless Fd OT EQ LUX 01/16 EUR 0.10 3.4 –41.4 –24.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/16 USD 4.25 –6.1 –48.8 –23.1
Currency Alpha EUR -IC- OT OT LUX 01/16 EUR 10.88 –0.3 6.1 NS
Currency Alpha EUR -RC- OT OT LUX 01/16 EUR 10.82 –0.4 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 01/16 SEK 105.10 –0.5 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/15 SEK 119.49 –0.4 5.7 NS
Generation Fd 80 OT OT LUX 01/16 SEK 6.35 –0.5 –26.5 NS
Nordic Focus EUR NO EQ LUX 01/16 EUR 51.19 2.6 –39.4 NS
Nordic Focus NOK NO EQ LUX 01/16 NOK 58.77 2.6 –39.4 NS
Nordic Focus SEK NO EQ LUX 01/16 SEK 58.91 2.6 –39.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/16 USD 1.36 –2.1 –39.1 –23.7
Ethical Global Fd GL EQ LUX 01/16 USD 0.59 –4.2 –41.4 –24.7
Ethical Sweden Fd NO EQ LUX 01/16 SEK 27.15 –5.5 –32.0 –23.0
Europe Fd EU EQ LUX 01/16 USD 1.53 –1.6 –40.2 –24.9
Index Linked Bd Fd SEK OT BD LUX 01/16 SEK 13.02 –0.4 2.1 4.1
Medical Fd OT EQ LUX 01/16 USD 2.83 –1.4 –26.9 –12.4
Short Medium Bd Fd SEK NO MM LUX 01/16 SEK 9.17 0.2 3.1 3.0

Technology Fd OT EQ LUX 01/16 USD 1.55 –0.2 –37.6 –21.4
World Fd NO BA LUX 01/16 USD 1.55 –6.2 –38.5 –17.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/16 EUR 1.27 0.1 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/16 SEK 21.61 0.2 2.8 2.9
Short Bond Fd USD US MM LUX 01/16 USD 2.50 –0.1 1.4 2.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/15 SEK 10.08 0.2 –2.2 0.1
Alpha Bond Fd SEK -B- NO BD LUX 01/15 SEK 9.05 0.2 –2.2 0.1
Alpha Bond Fd SEK -C- NO BD LUX 01/16 SEK 25.22 0.0 –2.7 0.0
Alpha Bond Fd SEK -D- NO BD LUX 01/16 SEK 8.40 0.0 –2.7 0.0
Alpha Short Bd SEK -A- NO MM LUX 01/15 SEK 10.84 0.3 3.0 3.0
Alpha Short Bd SEK -B- NO MM LUX 01/15 SEK 10.17 0.3 3.0 3.0
Alpha Short Bd SEK -C- NO MM LUX 01/16 SEK 21.22 0.3 2.9 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/16 SEK 8.82 0.3 2.9 2.9
Bond Fd SEK -C- NO BD LUX 01/16 SEK 41.56 0.0 8.6 5.8
Bond Fd SEK -D- NO BD LUX 01/16 SEK 12.47 0.0 7.4 5.2
Corp. Bond Fd EUR -C- EU BD LUX 01/16 EUR 1.11 1.5 –7.0 –3.4
Corp. Bond Fd EUR -D- EU BD LUX 01/16 EUR 0.87 1.5 –7.4 –3.6
Corp. Bond Fd SEK -C- NO BD LUX 01/16 SEK 10.92 1.7 –10.8 –4.9
Corp. Bond Fd SEK -D- NO BD LUX 01/16 SEK 8.58 1.7 –10.6 –4.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/16 EUR 104.50 0.6 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/16 EUR 104.18 0.6 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 01/16 SEK 1125.87 0.6 NS NS
Flexible Bond Fd -C- NO BD LUX 01/16 SEK 20.94 0.4 5.7 4.2
Flexible Bond Fd -D- NO BD LUX 01/16 SEK 11.86 0.4 5.7 4.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/16 SEK 80.13 0.1 –23.5 –13.3
Global Hedge I SEK -D- OT OT LUX 01/16 SEK 73.23 0.1 –25.7 –14.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/16 USD 1.47 –4.7 –51.5 –19.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/16 SEK 17.18 2.4 –43.9 –25.0
Europe Chance/Risk Fd EU EQ LUX 01/16 EUR 748.30 –1.9 –51.6 –34.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/15 USD 13.54 –9.4 –56.3 –18.0
Eq. Pacific A AS EQ LUX 01/15 USD 5.87 –8.1 –55.1 –21.7

n SGAM Fund
Bonds CHF A CH BD LUX 01/15 CHF 28.22 0.1 6.7 3.3
Bonds ConvEurope A EU BD LUX 01/14 EUR 28.45 0.3 –3.3 2.2
Bonds Eur Corp A EU BD LUX 01/14 EUR 20.99 1.2 –5.1 –2.8
Bonds Eur Hi Yld A EU BD LUX 01/14 EUR 14.04 5.6 –31.6 –19.9
Bonds EURO A EU BD LUX 01/15 EUR 39.45 –0.1 5.0 3.7
Bonds Europe A EU BD LUX 01/15 EUR 38.03 0.4 4.7 3.0
Bonds US MtgBkSec A US BD LUX 01/15 USD 25.52 –0.4 –1.2 2.8
Bonds US OppsCoreplus A US BD LUX 01/14 USD 32.26 2.3 1.2 4.5
Bonds World A GL BD LUX 01/14 USD 39.21 –1.6 2.0 8.7
Eq. ConcentratedEuropeA EU EQ LUX 01/15 EUR 19.74 –4.2 –47.0 –31.3
Eq. Eastern Europe A EU EQ LUX 01/15 EUR 12.78 –3.3 –69.4 –40.9
Eq. Equities Global Energy OT EQ LUX 01/15 USD 13.57 –4.8 –42.5 –12.1
Eq. Euroland A EU EQ LUX 01/15 EUR 8.58 –6.3 –46.2 –29.5
Eq. Euroland MidCapA EU EQ LUX 01/15 EUR 14.09 –2.2 –45.3 –33.1
Eq. EurolandCyclclsA EU EQ LUX 01/15 EUR 13.01 –5.3 –43.5 –22.9
Eq. EurolandFinancialA OT EQ LUX 01/15 EUR 7.68 –8.8 –55.8 –40.0
Eq. Glbl Emg Cty A GL EQ LUX 01/15 USD 5.49 –8.1 –57.6 –25.2
Eq. Global A GL EQ LUX 01/15 USD 19.84 –5.7 –44.4 –26.1
Eq. Global Technol A OT EQ LUX 01/15 USD 3.55 –2.8 –43.4 –30.0
Eq. Gold Mines A OT EQ LUX 01/15 USD 18.10 –13.5 –45.5 –15.7
Eq. Japan A JP EQ LUX 01/15 JPY 607.12 –8.4 –49.5 –37.2
Eq. Japan Sm Cap A JP EQ LUX 01/15 JPY 862.12 –4.8 –40.9 –40.9
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –2.9 –12.6 –20.0
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 01/13 GBP 9.64 1.0 –39.3 –26.9
Eq. US ConcenCore A US EQ LUX 01/15 USD 15.61 –3.9 –36.5 –20.6
Eq. US Lg Cap Gr A US EQ LUX 01/15 USD 10.52 –2.4 –44.1 –25.1
Eq. US Mid Cap A US EQ LUX 01/15 USD 19.09 –4.8 –45.2 –22.6
Eq. US Multi Strg A US EQ LUX 01/14 USD 15.16 –5.1 –45.0 –27.1
Eq. US Rel Val A US EQ LUX 01/14 USD 14.63 –5.8 –46.3 –30.9
Eq. US Sm Cap Val A US EQ LUX 01/15 USD 12.08 –6.6 –47.1 –33.2

Eq. US Value Opp A US EQ LUX 01/15 USD 12.35 –4.7 –45.5 –32.8
Money Market EURO A EU MM LUX 01/15 EUR 27.16 0.1 4.3 4.1
Money Market USD A US MM LUX 01/15 USD 15.75 0.1 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 01/16 EEK 101.40 1.5 –56.0 –38.3
New Europe Small Cap EUR EE EQ EST 01/16 EEK 48.30 0.7 –60.6 –40.8
Second Wave EUR EE EQ EST 01/16 EEK 84.43 –0.8 –65.5 –37.4

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/16 JPY 7945.00 –7.7 –43.8 –36.1
YMR-N Japan Fund JP EQ IRL 01/16 JPY 8750.00 –7.3 –40.1 –32.3
YMR-N Low Price Fund JP EQ IRL 01/16 JPY 12364.00 –4.8 –33.7 –31.6
YMR-N Small Cap Fund JP EQ IRL 01/16 JPY 6050.00 –5.7 –39.1 –37.1
Yuki Mizuho Gen Jpn III JP EQ IRL 01/16 JPY 3940.00 –7.3 –49.0 –39.2
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/16 JPY 4181.00 –6.9 –48.6 –41.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/16 JPY 5708.00 –6.4 –46.0 –38.6
Yuki Mizuho Jpn Gen JP EQ IRL 01/16 JPY 7452.00 –7.1 –42.0 –35.5
Yuki Mizuho Jpn Gro JP EQ IRL 01/16 JPY 5772.00 –7.7 –44.0 –37.9
Yuki Mizuho Jpn Inc JP EQ IRL 01/16 JPY 7556.00 –5.0 –34.5 –30.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/16 JPY 4626.00 –7.2 –41.9 –33.8
Yuki Mizuho Jpn LowP JP EQ IRL 01/16 JPY 10475.00 –7.6 –30.5 –28.8
Yuki Mizuho Jpn PGth JP EQ IRL 01/16 JPY 7075.00 –7.4 –48.7 –37.7
Yuki Mizuho Jpn SmCp JP EQ IRL 01/16 JPY 5873.00 –4.2 –42.0 –37.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/16 JPY 4900.00 –5.6 –39.6 –33.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/16 JPY 2312.00 –3.1 –53.1 –49.5

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/16 JPY 3945.00 –6.1 –47.2 –37.9
Yuki 77 General JP EQ IRL 01/16 JPY 5566.00 –5.7 –43.3 –35.2
Yuki 77 Growth JP EQ IRL 01/16 JPY 5350.00 –9.6 –47.5 –39.8
Yuki 77 Income AS EQ IRL 01/16 JPY 4868.00 –4.8 –33.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/16 JPY 5950.00 –4.6 –41.0 –34.2
Yuki Chugoku Jpn Gro JP EQ IRL 01/16 JPY 4687.00 –8.3 –44.8 –34.6
Yuki Chugoku JpnLowP JP EQ IRL 01/16 JPY 7701.00 –6.0 –28.7 –26.3
Yuki Chugoku JpnPurGth JP EQ IRL 01/16 JPY 4264.00 –8.8 –42.0 –35.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/16 JPY 6431.00 –5.0 –42.4 –35.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/16 JPY 4266.00 –6.2 –42.5 –34.9
Yuki Hokuyo Jpn Inc JP EQ IRL 01/16 JPY 4921.00 –6.8 –33.5 –29.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/16 JPY 4454.00 –5.3 –36.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/16 JPY 4273.00 –5.1 –47.7 –38.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/16 JPY 3975.00 –8.9 –46.6 –38.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/16 JPY 4735.00 –7.1 –39.7 –35.8

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 11/28 EUR 1011.81 –26.2 –26.0 –10.2

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 12/31 EUR 214.76 15.9 15.9 35.2
Horseman EmMkt Opp USD GL EQ USA 12/31 USD 219.48 14.6 14.6 36.0
Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 209.19 16.5 16.5 19.0
Horseman EurSelLtd USD EU EQ GBR 12/31 USD 217.51 15.7 15.7 19.4
Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1
Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1

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 01/14 EUR 87.21 0.1 –21.7 NS
Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 01/13 USD 84.18 0.8 76.2 30.8
Superfund GCT USD* GL EQ LUX 01/13 USD 3676.00 0.7 50.3 18.5
Superfund Gold A (SPC) GL OT CYM 01/13 USD 1088.16 –7.0 17.8 24.3
Superfund Gold B (SPC) GL OT CYM 01/13 USD 1266.70 –6.7 30.0 28.6
Superfund Q-AG* OT OT AUT 01/13 EUR 8800.00 0.2 35.6 16.0

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 205.87 21.3 21.3 18.9
Winton Futures GBP GL OT VGB 12/31 GBP 221.96 23.1 23.1 20.6
Winton Futures JPY Lead Series 2 GL OT VGB 12/31 JPY 14758.61 17.3 17.3 15.5
Winton Futures USD GL OT VGB 12/31 USD 733.31 21.0 21.0 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 01/09 EUR 125.57 5.7 –12.2 –2.5
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 01/09 USD 270.75 4.7 –10.8 –0.3

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 12/31 USD 1269.10 NS –2.7 –11.0 –19.4 –6.7

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Sky Canaves

SHENZHEN, China—The global
economic downturn is testing Chi-
na’s efforts to improve labor laws,
pitting the need to give basic legal
protections to 700 million workers
against the need to keep businesses
afloat.

The country’s economic emer-
gence boosted incomes, but also led
to complaints that workers’ rights
were being trampled. In response,
the central government in January
2008 introduced workplace-protec-
tion legislation, known as the Labor
Contract Law. The law sought to
tighten job security, to make dis-
missing workers more difficult, and
to guarantee severance pay of one
month’s salary for each year of em-
ployment. Last year, China added
new job discrimination laws and
made it easier to file complaints
against employers.

But as the global financial crisis
hits the heart of the world’s factory
floor, labor activists say officials
are turning a blind eye to the new re-
quirements. Local governments
deny they are becoming lax, yet
complaints against employers lan-
guish in huge backlogs as many are
simply shuttering their factories.

“The enforcement of the Labor
Contract Law is facing new prob-
lems,” Hua Jianmin, chairman of
the National People’s Congress
Standing Committee, China’s top
legislative body, said last month at
a meeting on the law.

One problem is that China’s man-
ufacturing sector contracted for
the fifth consecutive month in De-
cember, according to the CLSA
China Purchasing Managers Index.

“Pressures from the labor law
may encourage factories to close

rather than pay what they owe to
workers under the law,” says Liu
Kaiming, executive director at the
Institute of Contemporary Observa-
tion, a Shenzhen-based labor
group.

Even before the downturn hit,
business groups protested that the
new law would be costly and bur-
densome. Now, workers say compa-
nies avoid paying claims by liquidat-
ing or by just disappearing without
properly settling their business.

In the first 10 months of 2008,
say authorities, 15,661 enterprises
in Guangdong, the manufacturing-
heavy southern province, shut their
doors. More than half of those—
about 8,500—ceased doing busi-
ness in October.

To aid businesses, Beijing has
permitted local authorities to
freeze minimum-wage levels and to
reduce or suspend employers’ so-
cial-insurance contributions.

The vice mayor of Dongguan, in
Guangdong, says many employers
hope the central government will
suspend the Labor Contract Law,
and his office has sent that request
to Beijing. “We can’t ourselves halt
the implementation of a national

law,” says Jiang Ling.
Giving business such leeway

could ultimately undermine trust in
the still-developing rule of law, says
Andreas Lauffs, a partner at the law
firm of Baker & McKenzie who fo-
cuses on Chinese labor issues.

The situation keeps workers in
limbo at a time when the plight of
those unemployed by mass layoffs
or illegal factory closings has
drawn wide attention. The Chinese
media have reported numerous re-
cent incidents of labor unrest, from
taxi strikes to protests by factory
workers over unpaid wages.

After their factory closed last
month, workers from the Sha-
tangbu Yifa Rubber & Hardware
Factory in Shenzhen filed for the
back pay and severance promised
under a contract required by the
new law.

The Hong Kong-based owner dis-
appeared, according to Shenzhen
officials. That left many migrant
workers stranded without enough
money to return to their home-
towns far away. About a third of the
factory’s 300 workers went to the
Shenzhen government to request a
speedy resolution of their case.

Local officials later gave the em-
ployees 500 yuan ($73) in back pay
from a special fund, but said other
claims would have to go through a
bankruptcy court.

The state media’s heavy promo-
tion of the new law has resulted in a
big jump in labor disputes. In the
city of Guangzhou, the local arbitra-
tion office received more than
60,000 cases from January through
November, about as many as it han-
dled over the previous two years
combined. The fast-rising caseload
has overwhelmed the system.

“Before, we would try to medi-
ate more disputes before going to
arbitration, but now that workers
have the right to go to arbitration,
they choose to do that right away,”
said Huang Huiping, deputy direc-
tor of the labor bureau in Dong-
guan. “Right now, the number of la-
bor arbitrators is not sufficient.”

On Jan. 1, central labor authori-
ties introduced new rules to allow
arbitrators to give priority to
claims filed by more than 10 work-
ers.

Meanwhile, factory owners are
lobbying for more concessions. Dur-
ing a recent visit to mainland China,
Hong Kong Chief Executive Donald
Tsang put in a request for “appropri-
ate relief measures” from the Labor
Contract Law on behalf of Hong
Kong-based factory owners. About
two-thirds of the factories in south-
ern China’s Pearl River Delta manu-
facturing belt have Hong Kong in-
vestors.

—Ellen Zhu in Shanghai
contributed to this article.

Crisis strains China’s labor laws
Workers’ new rights
are often ignored
as more firms close

North Korea scolds Seoul
and makes nuclear claim

Source: South Korea Ministry of Unification

The Korean rift
A look at key data shows the effect of frayed inter-Korean relations
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Chinese migrant workers who returned home from Guangdong province after
losing their jobs look for work in Chengdu. One advertises he will take any job.

By Siobhan Gorman

WASHINGTON—Osama bin Lad-
en’s third-eldest son, an al Qaeda op-
erative, is no longer under arrest in
Iran and is likely in Pakistan, the top
U.S. spymaster said Friday.

The release or escape of Mr. bin
Laden’s son, Saad bin Laden, sug-
gests possible collaboration between
Iran and al Qaeda, and the potential
that Saad bin Laden is a go-between.
Al Qaeda has been regrouping in Paki-
stan after the U.S. forced the group
out of its base in Afghanistan, and
Osama bin Laden is thought to be hid-
ing there.

Saad bin Laden “has left Iran,”
said Director of National Intelli-

gence Mike McConnell at a farewell
press briefing. “He’s probably in Pa-
kistan.”

He suggested that Saad bin Lad-
en’s likely new location would make
it easier for the U.S. to catch him, be-
cause U.S. intelligence officials have
better relations with Pakistani lead-
ers. Postings on a jihadi Web site
have also suggested Saad bin Laden
has returned to Pakistan.

Also Friday, the U.S. Treasury De-
partment froze the assets of four
key al Qaeda operatives, including
Saad bin Laden. The younger bin
Laden fled to Iran after the Sept. 11,
2001, terrorist attacks and is be-
lieved to be rising through al Qae-
da’s ranks.

By Evan Ramstad

SEOUL—North Korea raised its
fist-shaking rhetoric over the week-
end, criticizing South Korea for cut-
ting off economic aid and warning
through an intermediary that it has
“weaponized” a key ingredient to
produce nuclear weapons.

A uniformed military official ap-
peared on North Korean TV to de-
liver criticism against South Ko-
rea, saying the North had been
“compelled to enter an all-out con-
frontation posture to smash it.”

The official sharply criticized
South Korean President Lee
Myung-bak, whose insistence on ty-
ing economic aid to arms reduc-
tion cost North Korea about $300
million last year. North Korea has
mounted a steady propaganda cam-
paign against Mr. Lee since last
April, but Saturday’s announce-
ment gained new attention be-
cause of the involvement of the
North’s military. Such an appear-
ance is rare, if not unprecedented,
South Korean analysts said.

Meanwhile, an American
scholar who visited Pyongyang
last week told reporters in Beijing
on Saturday that senior North Ko-
rean officials told him they had
“weaponized” all the plutonium
they previously revealed in diplo-
matic negotiations. That amount,
about 31 kilograms, is enough to
make four to five nuclear weapons,
analysts say.

The scholar, Selig Harrison of
the Center for International Policy
in Washington, said North Korea
could be bluffing about the weap-
ons. But he added that its leaders
clearly want the country regarded
by others as a nuclear state. Mr.
Harrison, a former reporter who
has visited North Korea about a

dozen times, is one of a handful of
Americans whom North Korean of-
ficials regularly meet with.

The statements conveyed by
Mr. Harrison align with several oth-
ers made in North Korean media in
recent weeks that appeared to re-
set its negotiating posture to
where it was in 2003, when it be-
gan aid-for-disarmament negotia-
tions with the U.S., South Korea
and three other nations. North Ko-
rea then renewed its former posi-
tion that it wouldn’t give up weap-
ons until the U.S. forges diplomatic
relations with it.

The U.S., under Presidents Bill
Clinton and George W. Bush, in-
sisted that North Korea give up its
pursuit of nuclear weapons before
Washington agreed to diplomatic
ties. Secretary of State-designate
Hillary Clinton, in her Senate con-
firmation testimony last week,
said the U.S. will continue that
stance in the administration of
Barack Obama.

North Korea has used its pur-
ported nuclear capability as a bar-
gaining chip to secure the safety of
its authoritarian government and
receive economic assistance.

Since taking office nearly a year
ago, Mr. Lee has tied funding to the
North to progress in disarmament.
The South’s private sector and
food aid to the North dropped to
$86 million last year from $325 mil-
lion in 2007, while government aid
fell to about $400,000 from $78
million in 2007. North Korea re-
sponded with a barrage of invec-
tive directed at Mr. Lee. The North
Korean military official’s appear-
ance this weekend elevated the ver-
bal threats and South Korea’s mili-
tary raised its alert status.
 —SungHa Park

contributed to this article.
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Bin Laden son may be in Pakistan
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Mary Schapiro, in hearings Thursday,
defended her regulatory work.
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By Kara Scannell

WASHINGTON—President-elect
Barack Obama’s nominee to lead the
Securities and Exchange Commis-
sion pledged to take the handcuffs
off the agency’s enforcement divi-
sion and said she would explore
more oversight of hedge funds.

At the confirmation hearing be-
fore the Senate Banking Committee,
Mary Schapiro also defended her
track record as head of the Financial
Industry Regulatory Authority, or
Finra, Wall Street’s self-policing or-
ganization.

In an article Thursday, The Wall
Street Journal detailed how Ms.
Schapiro has infrequently pursued
tough action against big Wall
Street firms. Amid the mortgage cri-
sis, Finra often filed tiny cases
against small players. During the
past few years of Ms. Schapiro’s ca-
reer as a regulator, which earns her
more than $3 million a year, en-
forcement fines against financial
firms have plunged. And Finra
missed Bernard Madoff’s alleged
$50 billion Ponzi scheme. The com-
mittee will hold a hearing on the
Madoff fraud on Jan. 27.

“Icanbe asaggressiveanenforcer
as anybody has ever been at the head
of the SEC,” Ms. Schapiro said. She
said “there can be no sacred cows”
and she would go “with full force”

against anyone who commits fraud.
Ms. Schapiro told legislators that the
Journal article “presented a com-
pletely unfair picture of my record in
particular with respect to enforce-
ment and enforcement cases.”

She also said one of her top priori-
ties would be to review and bolster
the SEC’s examination process,
which was also criticized for missing
the Madoff fraud despite having per-
formed multiple reviews over the
past decade. Ms. Schapiro, who has
the support of Democrats, is ex-
pected to be confirmedby theSenate.

Ms. Schapiro is set to take the
reins of the agency at a time when
its reputation has been pummeled,
in part from its failed oversight of
Wall Street firms. Congress and the
new administration are weighing a
new regulatory structure for finan-
cial markets, and it isn’t clear what
place the SEC will have.

Ms. Schapiro said the SEC’s cur-
rent responsibilities of ensuring in-
vestor protection, accountability
and disclosure should be preserved
in any revamp.

Financial firms can expect more
oversight and regulation from the
SEC. She said she would “absolutely
support proceeding again with regis-
tration of hedge funds.” The SEC
had required most hedge fund advis-
ers to register with the agency and
be subject to inspections and ex-
ams, but a federal appeals court
threw out the rule in 2006.

She also said she would look
closely at “procedural hurdles” hin-
dering the enforcement process.

The Madoff scandal was the fo-
cus of several questions. Ms. Scha-
piro maintained that Mr. Madoff
had two businesses—a brokerage
matching institutional buyers and
sellers of stock, and a money-man-
agement business. She said that un-
der her watch, Finra examined the
former and had no authority to look
at the latter.

SEC nominee says she’ll be tough

Annuity rule challenged
Insurers question
SEC jurisdiction
over index products

U.S. venture-capital outlays
dropped 30% in 4th quarter
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By Sarah N. Lynch

WASHINGTON—Insurance com-
panies are challenging a Securities
and Exchange Commission rule that
treats indexed annuities as securi-
ties and forces them to accept fed-
eral regulation.

The product offers a return tied
to the performance of a stock index
and typically offers protection if
stocks do poorly. Indexed annuities
are mostly sold by insurance agents
who are subject to state regulation.

In December, the SEC decided
that indexed annuities issued on or
after Jan. 12, 2011, will need to be
registered with the agency and can

be sold only by registered broker-
dealers of securities or by people as-
sociated with broker-dealers
through a networking agreement.
The agency was responding to re-
ports that insurance agents were us-
ing abusive tactics to market the
products to retirees.

In a suit filed Friday in the U.S.
Court of Appeals for the District of
Columbia, a coalition of insurers
and marketers said indexed annu-
ities shouldn’t be treated as securi-
ties because they offer a guaranteed
return on a person’s principal as op-
posed to securities, which don’t.

“The securities laws say explic-
itly that annuities are to be regu-
lated by the states, not the SEC,”
said Eugene Scalia, a lawyer with
Gibson, Dunn & Crutcher LLP who
is representing the Coalition for In-
dexed Products. “Unfortunately,
the commission engaged in a
flawed rule-making process whose

result is a rule that conflicts with
Congress’s intent and with two Su-
preme Court decisions.” The SEC
declined to comment.

“It is unfortunate that the SEC
seeks to duplicate state efforts to
regulate index products when at
the same time it has come under
heavy criticism for failing to ade-
quately meet its core mandate of
overseeing the securities indus-
try,” said Jim Poolman, spokesman
for the coalition.

In adopting the rule, the SEC ar-
gued that indexed annuities expose
investors to significant risk, and dis-
closure of that risk may be inade-
quate because the annuities aren’t
classified as securities.

The suit was filed by American
Equity Investment Life Insurance
Co., BHC Marketing, Midland Na-
tional Life Insurance Co., National
Western Life Insurance Co., OM Fi-
nancial Life Insurance Co. and
Tucker Advisory Group.

NEW YORK—William Dudley,
whorunsthe marketsdeskatthe Fed-
eral Reserve Bank of New York, is the
likely front-runner to become next
presidentof thebank.Another candi-
date for the job, Fed governor Kevin
Warsh, withdrew from the race, a
person familiar with the matter said.

It wasn’t immediately clear why
Mr. Warsh pulled out of the running
so late in the interview process. Peo-
ple familiar with the search had
seen him as a leading candidate.

Once New York Fed board mem-
bers make a final choice, the Fed-
eral Reserve Board in Washington
needs to sign off on the decision,
which it is expected to do quickly.
The process has been slowed by
the uncertain status of departing
New York Fed President Timothy

Geithner, who is President-elect
Barack Obama’s nominee for Trea-
sury secretary.

Mr. Dudley has helped to design
and implement many of the new fa-
cilities that the Fed has launched in
recent months, giving him intimate
knowledge of the changes the insti-
tution has gone through and the
problems plaguing markets. He had
a long stint as the chief U.S. econo-
mist for Goldman Sachs and earned
a Ph.D. at the University of Califor-
nia at Berkeley.

At 38, Mr. Warsh was viewed by
some on Wall Street as too inexperi-
enced for the job. But Mr. Warsh has
impressed officials at the Fed and is
close to the chairman of the New
York Fed’s board, Stephen Fried-
man.

By Pui-Wing Tam

U.S. venture-capital investment
dropped 30% in the fourth quarter
to its lowest level since 2005, as
the financial crisis threatened to
cut off more funding for start-up
companies.

In total, $5.5 billion was in-
vested in private companies in the
U.S. during the fourth quarter,
down from $7.9 billion a year ear-
lier and the lowest quarterly tally
since 2005’s first quarter, accord-
ing to new data from research firm
VentureSource. (VentureSource is
owned by News Corp., which also
owns Dow Jones & Co., publisher
of The Wall Street Journal.) Just
554 venture deals were completed
in the quarter, down from 718 a
year earlier.

Venture capitalists typically put
money into start-ups in sectors
such as technology and health care,
aiming to profit when the firms go
public or are sold. The business has
been a wellspring for entrepreneur-
ial activity in the past, fueling com-
panies such as Cisco Systems Inc.
and Google Inc.

But venture-capital firms are
pulling back now as the economy
struggles to get back on track.

“Very few new deals are getting
done, and a lot of people are trying
to make sure their portfolios are pro-

tected,” says Faysal Sohail, a ven-
ture capitalist at CMEA Ventures in
San Francisco, who says his firm has
slowed its investment pace.

The venture business has been
hit hard because the sector’s
routes to returns—initial public of-
ferings of shares and mergers-and-
acquisitions activity—have been
all but shut down by the market’s
gyrations. In addition, some insti-
tutional investors have become
gun-shy about investing in ven-
ture capital amid the downturn,
slowing the flow of dollars into
the business.

In particular, technology start-
ups had their worst investment
quarter since 1998, with just $2.2 bil-
lion invested in 266 tech-venture
deals in the fourth quarter, off 39%
from the $3.6 billion invested in the
year-earlier period, according to
VentureSource. Within the tech sec-
tor, investment in software start-
ups fell to the lowest level since the
first quarter of 1997.

Venture investment in health-
care start-ups dropped to the low-
est level in three years in the fourth
quarter, with about $1.5 billion in-
vested in 137 deals.

For all of 2008, there were 2,550
venture deals totaling $28.8 billion
in investments, down from 2,823
deals totaling $31.4 billion in invest-
ments in 2007, says VentureSource.
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