
U.K. regulators face a difficult
battle with RBS and Lloyds to
keep the country’s latest finan-
cial-rescue plan from turning
into a full-scale nationalization
of those banks, which would sad-
dle taxpayers with trillions of
pounds in new liabilities. Page 1

n Belgium is looking at a possi-
ble bailout for KBC, following a
collapse in the retail bank group’s
shares over the past week. Page 2

n Banks are failing with rising
speed, exposing holes in the reg-
ulatory system designed to
catch collapsing lenders. Page 17

n The head of the U.K. markets
regulator laid out plans to place
greater demands on banks such
as higher capital levels. Page 17

n The U.K. lost a record number
of jobs at the end of 2008, as
claims for jobless benefits rose
by 77,900 in December, second
only to November’s rise. Page 2

n Trichet said the euro zone
isn’t under threat of deflation
and denied that financial pres-
sures risk splitting the 16-na-
tion currency bloc. Page 3

n U.S. stocks rose as the finan-
cial sector bounced after one of
its biggest drops ever. Many
bank shares in Europe staged a
comeback. Page 18

n AMR and UAL posted wider
fourth-quarter losses, capping a
miserable year for the parent
companies of American Airlines
and United Airlines. Page 4

n The U.S. Export-Import Bank
plans to boost its guarantees of
Boeing jetliners by almost 50%
to as much as $9 billion. Page 4

n Ericsson’s profit fell 31% in the
fourth quarter, hurt by restructur-
ing costs and a decline at its mo-
bile-phone venture. Page 5

n Tycoon Alexander Lebedev
will buy a 75% stake in London’s
Evening Standard from Daily
Mail & General Trust. Page 5

n Satyam will hire an invest-
ment bank to help it consider
options, and two more clients
said they would leave, board
members said. Page 20

Politics and lobbying mar
massive U.S. bank bailout

U.K. pound
serves as omen
for U.S. dollar

Israel pulled its last soldiers
out of Gaza early Wednesday
and began sending reservists
home, winding down its three-
week offensive against Hamas
but warning it would respond
to any new rocket strikes. Aid
groups in Gaza said Israel and
Egypt still aren’t allowing suffi-
cient numbers of aid trucks
across the borders. Page 8

n U.S. Treasury Secretary nom-
inee Geithner apologized to
members of the Senate Finance
Committee for tax errors he
committed earlier this decade
that came to light during his
nomination process. Page 10

n The Obama administration
is circulating a draft executive
order that calls for closing the
detention center at Guantan-
amo Bay within a year. Page 10

n The Afghan government said
it wants the U.S. to review its
military strategy in Afghanistan
and for Afghan troops to take
over a larger share of operations.
n The U.S. military said it was
investigating an Afghan news
report that a coalition opera-
tion may have left more than
two dozen civilians dead.

n The Wall Street Journal re-
ceived envelopes containing an
unknown white powder, spark-
ing an evacuation of many of
its New York-based personnel.

n The co-leader of a board as-
signed to oversee Germany’s
bank bailout fund will resign
later this month, an official said.

n The governments of Ger-
many and the U.K. and chari-
ties including the Gates Founda-
tion pledged $635 million to-
ward eradicating polio. Page 8

n Kosovo armed forces took
over security duties, less than
a year after the territory de-
clared independence from Serbia.

n Iraq is willing to have the
U.S. withdraw all its troops and
to assume security for the
country before the end of 2011,
the date agreed to by Bush, a
spokesman for Maliki said.

n Islamic insurgents and So-
mali forces clashed in the capi-
tal of Mogadishu, witnesses
said, killing at least 14 people.

n Two Indonesians died of
bird flu, apparently after con-
tact with sick chickens.

Editorial&Opinion

Dutch surrender
An Amsterdam court erodes
free speech when it comes to
Islam. Review & Outlook. Page 11

Nationalization fears
grow as U.K. banks sink
Despite rescue plan,
RBS, Lloyds face
a race against time
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By Sara Schaefer Muñoz

And Carrick Mollenkamp

LONDON—Only two days after
the U.K. unveiled its latest financial-
rescue measures, government regu-
lators and two of the country’s big-
gest banks are facing a difficult bat-
tle to keep the plan from turning
into a full-scale nationalization.

As investor jitters about the
state of the country’s banks and fi-
nances have sent shares down,
Royal Bank of Scotland Group PLC
and Lloyds Banking Group PLC
have found themselves in a precari-
ous position: If they need more in-
vestment to boost their capital,
they will most likely have to get it
from the government. That has put
them in a race against time to reas-
sure creditors and depositors, and
sell off assets to raise the cash they
need to absorb further losses as the
U.K. economy turns down steeply.

Meanwhile, government offi-
Please turn to back page
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What’s News—
Business & Finance World-Wide

By Damian Paletta

And David Enrich

Troubled OneUnited Bank in Bos-
ton didn’t look much like a candi-
date for aid from the U.S. Treasury
Department’s bank bailout fund last
fall.

The Treasury had said it would
give money only to healthy banks, to
jump-start lending. But OneUnited
had seen most of its capital evapo-
rate. Moreover, it was under attack
from its regulators for poor lending
practices and executive-pay abuses,
including owning a Porsche for its
executives’ use.

Nonetheless, in December, One-
United got a $12 million injection
from the Treasury’s Troubled Asset
Relief Program, or TARP.

One apparent factor: the inter-

cession of Rep. Barney Frank, the
powerful head of the House Finan-
cial Services Committee.

Mr. Frank, by his own account,
wrote into the TARP bill a provision
specifically aimed at helping this
particular home-state bank. And
later, he acknowledges, he spoke to
regulators urging that OneUnited
be considered for a cash injection.

As President Barack Obama’s
team sets about revising the $700
billion TARP program, following
last week’s release of the second
half of the money, among the issues
it faces is widespread dissatisfac-
tion with way the program is imple-
mented. Treasury Secretary nomi-
nee Timothy Geithner, testifying
Wednesday at his Senate confirma-
tion hearing, acknowledged “there

Please turn to page 31

End of the line?

*Lloyds TSB Group PLC and HBOS PLC

Sources: Thomson Reuters Datastream (prices); WSJ research

The U.K. government propped up its banking sector but share prices still fell
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Wednesday’s close:
12.5 pence, up 21.3%

Wednesday’s close:
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The bank, which depended
on credit markets for 
funding, said it expects 
up to £28 billion total loss 
for 2008. The government 
has already injected £20 
billion.

Hit by the credit crunch 
and exposure to mortgage 
and corporate loans. 
Received £17 billion      
from the government*

Affected by credit crunch 
and downturn, hasn't 
taken government money

Oct. 13:
U.K. government
announces
bailout plan

‘This is it’: Scenes from the
Obama inauguration
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Business-jet demand stalls
after a five-year climb
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8228.10+279.01 +3.51
Nasdaq 1507.07 +66.21 +4.60
DJ Stoxx 600 184.52 -1.18 -0.64
FTSE 100 4059.88 -31.52 -0.77
DAX 4261.15 +21.30 +0.50
CAC 40 2905.57 -19.71 -0.67

Euro $1.2867 -0.0059 -0.46
Nymex crude $43.55 +2.71 +6.64

By Joanna Slater

The British pound continues to
sink, its travails are a cautionary
tale for the U.S. dollar.

The U.S. and the U.K. face similar
predicaments, from a deepening re-
cession to a damaged financial sys-
tem. Both governments are orches-
trating massive bank bailouts, even
as they rely on financing from over-
seas investors to plug their deficits.
And the central banks of both coun-
tries have slashed interest rates and
opened the door to unconventional
ways of stimulating the economy.

Yet the currencies have headed
in opposite directions. Wednesday,
the British pound tumbled to a
23-year low against the dollar,
briefly buying just $1.362. That is
the lowest level since September
1985 and well below the more than
$2 of only six months ago. The
pound set a record low against the
Japanese yen.

By contrast, the dollar has man-
aged to strengthen against a host of
currencies as the financial crisis in-
tensified last fall. It lost ground in
December but has surged ahead in
recent days, particularly against the
pound and the euro.

Unlike the pound, the dollar is be-
ing buttressed by its unique status
as the world’s reserve currency and
the vehicle for transactions in U.S. fi-
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Even in its darkest mo-
ments, the U.K. government
can’t have imagined a
worse reception for its lat-
est U.K. bailout package.

Far from shoring up con-
fidence in the banks, it has
fueled doubts over the sol-
vency of the entire U.K.
economy. The collapse in
bank shares has spread to
sterling, down 5% this week
amid talk of downgrades
and defaults.

Even so, the U.K. is a
long way from turning into
Iceland-on-Thames.

True, the economy is in
a mess—but that is true of
almost every other country.
The U.K. has particular
drawbacks: a large current-
account deficit that relies
on foreign investors for
funding, high private sector
debt, and a historic over-re-
liance on finance-sector
jobs. And the pound is no
longer a reserve currency
so no one is obliged to own
it.

But it also has advan-
tages. Public-sector debt is
lower than most developed
countries and is forecast to
hit around 60% of GDP over
the next couple of years—
lower than many countries

in the euro zone. Plus the
U.K. already has received a
substantial monetary and
fiscal stimulus. And it still
has its own currency, which
is down nearly 30% from
its recent peak against a
basket of other currencies—
providing another massive
stimulus.

The case against sterling
rests on the size of the U.K.
banking sector, which has
liabilities of more than
three times GDP. But those
liabilities are matched by
assets—the bulk of them
currently financeable via
usual bank-funding mecha-
nisms, including deposits,

the bond market and cen-
tral-bank repurchase opera-
tions. So it is misleading to
suggest bank nationaliza-
tion would cause U.K. pub-
lic debt to reach 350%.

What matters isn’t the
future size of the U.K. pub-
lic-sector balance sheet but
the scale of the likely
losses it might have to ab-
sorb via the banking sys-
tem. These are sure to be
substantial, whether the
government absorbs them
as a result of a guarantee
program, a bad bank or na-
tionalization—but not so
large as to sink the U.K.
public finances.

Goldman Sachs reckons
the three large U.K. banks—
Lloyds, Barclays and Royal
Bank of Scotland—have be-
tween them £350 billion
($487 billion) of toxic as-
sets, which includes all
their commercial-property
exposure, all leveraged
loans and around 10% of un-
secured commercial loans.
This is the amount it reck-
ons the government would
need to remove to feel com-
fortable the banks could ab-
sorb remaining losses from
operating profits.

But that wouldn’t mean

the U.K. was on the hook
for £350 billion. Assuming
a 20% loss rate on secured
debts and a 70% loss on un-
secured, Goldman estimates
losses—spread over several
years—could hit £120 bil-
lion, a portion of which
would be taken by the
banks under the terms of
the insurance program.

But even if the govern-
ment took all the losses,
they amount to just 8% of
GDP, leaving U.K. public
debt still below the fore-
cast 73% for the euro zone
in 2011 and too low to trig-
ger a downgrade.

That doesn’t mean the
U.K. is safe. Like any highly
leveraged entity, it is vul-
nerable to a loss of confi-
dence. And with net over-
seas liabilities equivalent to
25% of GDP, there is a limit
to how far sterling can fall
before a downgrade does
become a possibility. But
with a triple-A rating only
recently reaffirmed by S&P
and a currency that already
looks cheap on a purchas-
ing power parity basis, it’s
hard to imagine things get-
ting that bad. After all,
other currency areas have
their problems too.
 —Simon Nixon

It will all end in tiers

Pound’s Outlook Remains Cloudy

Royal Bank of Scot-
land’s profit warning this
week wreaked all kinds of
havoc in the markets. But
some of the biggest casual-
ties may have been among
its own bondholders.

By opting to replace its
U.K. government preference
shares with ordinary
shares, the U.K. bank cut in-
terest costs and boosted its
capital ratios. But it also
triggered a slump in the
value of its Tier 1 bonds,
some of which now trade
below 20% of face value—a
drop of about 30 percent-
age points since last week.

These bondholders fear
RBS is now more likely to
defer interest on their debt.

Tier 1 bonds pay a cou-
pon just like normal bonds,
but the issuer has the op-
tion to defer interest pay-
ments if it decides not to
pay a dividend on its com-
mon shares. Bondholders
had previously taken com-
fort that, so long as RBS
was paying a coupon on the
preference shares, then it
would pay the coupon on
other Tier 1 instruments,
too. Instead, they now find
that their debt has been
downgraded to junk.

The troubles of RBS’s

Tier 1 bondholders feed into
a problem that lies at the
heart of the credit crunch:
the sharply higher cost of
bank capital at a time when
banks have an insatiable ap-
petite for it. Merrill Lynch
indexes show yields on euro-
denominated Tier 1 debt are
now higher than those on
euro junk bonds.

Tier 1 bonds have pro-
vided a significant amount
of capital—banks raised
Œ53.6 billion, or about $69
billion, between 2003 and
2007, according to Société
Générale. The bonds were
popular among yield-hungry
investors, particularly given
the conviction that banks
were safer investments than
corporate issuers.

The Tier 1 bond-market
slump is a problem for pol-
icy makers, because more
expensive bank financing is
likely to lead to less lend-
ing. If the U.K. government
wants to make amends for
the damage done this week,
it should encourage the
Bank of England to use its
£50 billion ($69.6 billion)
asset-purchase facility to
buy banks’ Tier 1 debt. That
should bring down costs
and help get credit moving.
 —Richard Barley

Why the U.K. isn’t Iceland

cials are scrambling to hammer out
the details of an insurance plan de-
signed to reassure markets that the
banks’ losses won’t be too large.

Paul Tucker, the Bank of Eng-
land’s point man on financial mar-
kets, said Wednesday in Parliament
that the turmoil of recent days has
been a “distraction” but that he still
believes the bailout package has a
“reasonable” chance of success.
Prime Minister Gordon Brown said
a nationalization wouldn’t fix the
fact that banks aren’t lending.

The government already owns
70% of RBS and 43% of Lloyd’s,
meaning it has significant control
over both. The further step to na-
tionalization—in which the govern-
ment would take over 100% of their
shares—wouldn’t only represent an

embarrassment for Mr. Brown. It
would also saddle taxpayers with
about £3 trillion (about $4 trillion)
in new liabilities, an amount far ex-
ceeding the country’s annual eco-
nomic output. What’s more, it
would put the government in the po-
litically fraught position of deciding
which companies should receive
loans and kicking delinquent mort-
gage borrowers out of their homes.
A government-owned bank also
could unfairly weight competition
because customers might be more
willing to do business with a sover-
eign institution.

“Nationalization is a last resort,
almost as unpleasant for the govern-
ment as it is for the shareholders,”
said Bruno Paulson, bank analyst at
Sanford Bernstein in London.

Some investors all but believe a

nationalization is a fait accompli.
U.K. bank shares dropped Monday
and Tuesday in the wake of Mon-
day’s announcement of measures
planned by the government and the
Bank of England to stimulate lend-
ing and provide insurance against
souring assets.

On Wednesday, stock prices sta-
bilized. RBS rose 2.20 pence to
12.50 pence a share while Lloyds, a
combination of HBOS PLC and
Lloyds TSB Group PLC, rose 0.3
pence to 45.10 pence. Shares of Bar-
clays PLC continued to fall, sliding
by 6.8 pence to 66.10 pence, reflect-
ing concerns about whether the
bank might have to turn to the gov-
ernment for capital.

So far, a run on deposits or an exo-
dus of creditors—two moves that
would lead to nationalization—

don’t appear to be taking place on a
large scale. Last year, the govern-
ment was forced to nationalize mort-
gage lender Northern Rock PLC after
it became the target of the country’s
first bank run in more than a cen-
tury. In a conference call this week,
RBS Chief Executive Stephen Hester
said corporate treasurers and finan-
cial institutions “had been happy” to
park money at RBS.

Bank runs aside, both regulators
and banks face difficult tasks. A cen-
tral piece of the government’s latest
package is a plan to provide insur-
ance that would limit bank’s losses
on loans and investments that go
bad. But uncertainty as to how the
insurance would be priced is adding
to market jitters and raising ques-
tions about whether the plan will
work. The government says it is
hard to determine the full cost of
the credit-insurance plan, because
it isn’t yet clear how much protec-
tion banks will seek. Details may not
come until the end of February, ac-
cording to a person close to the mat-
ter.

RBS and Lloyds, at the same
time, need to find buyers for all
kinds of assets at a time when heavy
losses are severely denting confi-
dence. The severity of banks' poten-
tial losses was made clear Monday,
when RBS warned of a staggering
£28 billion loss for 2008 and sig-
naled fresh losses on bad loans are
on the horizon. The bank’s shares
plunged 66%.

Mr. Hester at RBS, has been work-
ing since before Christmas to figure
out how to trim the bank’s balance
sheet, which under former CEO
Fred Goodwin had grown to £1.9 tril-
lion in assets by the end of 2007, up
from £411 billion in 2002. Analysts
believe RBS could try and sell its
U.S. franchise, Citizens Financial

Group, or Asian operations it ac-
quired through the purchase of ABN
Amro Holding NV.

“The obvious question is, is a
sale even possible in these mar-
kets?” said Sandy Chen, an analyst
for London investment bank Pan-
mure Gordon.

Eric Daniels, Lloyds CEO, faces
loan losses even as he tries to limit
the government’s stake in Lloyds to
43%, just a hair under majority con-
trol. HBOS signaled that the scale of
credit losses would be worse then
previously thought, when it last
month reported a £1.6 billion in-
crease in impairment charges on

souring corporate loans in October
and November alone, nearly equal
to the total for the first nine months
of 2008. A spokesman for Lloyds
pointed to the bank’s strong capital
position, as well as its cost-savings
and earnings potential due to its re-
cent merger with HBOS PLC.

A big question mark in the U.K. is
Barclays, which last fall avoided hav-
ing to accept a government injec-
tion by raising capital from Middle
Eastern investors. After a sudden
25% drop its shares last Friday, the
bank issued a statement that its
2008 results would exceed analysts’
profit expectations of £5.3 billion. A
spokesman said Wednesday the
bank has no plans to move up the
date of its 2008 results from a sched-
uled Feb. 17 release.

Continued from first page

Nationalization fears grow as U.K. banks sink further

RBS and Lloyds need
to find buyers for a
lot of assets at a time
of low confidence.

nancial markets, including Treasury
bonds. That means investors often
seek out the dollar when fears rise,
sometimes in spite of concerns
about the U.S. economy.

“The dollar is still benefiting by
default” as investors run from risk-
ier bets, says Lisa Scott-Smith of
Millennium Global Investments, a
London currency manager. “The
pound is not a natural reserve cur-
rency in the way that the dollar
would be.”

There is little light ahead for the
pound, say some currency experts.
The economic news is “horrendous,”
says Neil Mellor, a currency strate-
gist in London at Bank of New York
Mellon. “There is very good reason
for panic at the moment.”

In one worrisome sign, investors
not only sold the pound this week,
they also shed U.K. stocks and gov-
ernment bonds, sending yields
higher. Such a combination, if sus-
tained, would raise the fear that in-
vestors are exiting from a host of
U.K. assets. That is the scenario that
some worry might await the U.S.,
should appetite from overseas inves-
tors wane.

In this economic environment,
many countries would like a weaker
currency, since it makes their ex-
ports more competitive—so long as
that weakness doesn’t create fur-
ther financial instability.

Policymakers are inclined to let
their currencies weaken “until such
a time as other asset markets flag

that enough is enough,” says Alan
Ruskin, chief international strate-
gist at RBS Greenwich Capital.
Given that the moves in British gov-
ernment bond yields aren’t yet ex-
treme by recent standards, “I don’t
think we’ve quite reached that point
in the U.K.”

By late afternoon Wednesday in
New York, the U.K. pound had recov-
ered to $1.3964, compared with
$1.3921 late Tuesday. The euro
moved to $1.3018 from $1.2882, after
hitting as low as $1.2850. The dollar
weakened to 89.41 yen from 89.77
yen, after hitting as low as 87.15 yen.
The euro moved to 116.42 yen from
115.64 yen, after hitting 112.92, the
lowest level since March 2002. The
dollar strengthened to 1.1545 Swiss
francs from 1.1481 francs.

Continued from first page

Going deep
The value of one pound
in U.S. dollar
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U.K. sees record job loss
Government expects
unemployment level
will continue to rise

By John W. Miller

BRUSSELS—The Belgian govern-
ment said it will study plans to bail
out KBC Groep NV after the midsize
bank’s share price collapsed over
the past week amid a global selloff
of banking assets.

Belgium is considering “all op-
tions,” said Finance Minister Didier
Reynders. He declined to offer spe-
cifics or the amount of any new bail-
out package.

KBC, which specializes in retail
banking, and has developed a niche
in Eastern Europe, had seemed clear
of the worst of the financial crisis.
Belgium gave the bank a Œ3.5 billion
($4.5 billion) capital injection in Oc-
tober. KBC said then that its Tier 1
capital ratio—the ratio of equity to
risk-related assets—was a healthy
8.2%. But it wanted the money be-
cause it feared losing out to competi-
tors like Fortis NV and ING Groep
NV that were getting state aid.

Last week, however, a report by
ratings agency Moody’s Corp. specu-
lated that KBC might face huge
losses on yet-unreported bad loans.
Since then, KBC’s share price has
dropped 60%. On Wednesday, KBC
stock fell 23%, or Œ2.26, to Œ7.49.

“The government needs to move
by this weekend,” said Marc Debrou-
wer, an analyst at Petercam Securi-
ties in Brussels. “There is a fire.”

One option could be the creation
of a national champion financial
firm by merging Fortis, Belgian
bank Dexia SA, which also received
a capital infusion from the govern-
ment, and insurer Ethias, says a per-
son familiar with the matter.

Belgian Prime Minister Herman
Von Rompuy has said saving the
country’s banks is his top priority.

As the industry’s woes have deep-
ened, the U.S. and U.K. governments
have been considering additional
ways to prop up and possibly even
nationalize more banks.

Mr. Reynders presented his
plans for another bank bailout at a
cabinet meeting Wednesday morn-
ing. Belgium needs to act partly be-

cause the U.K. is pumping Œ100 bil-
lion into its banks, Mr. Reynders
said. Rabobank Group, a Dutch
bank, could be a buyer, say analysts.

KBC and Rabobank weren’t avail-
able to comment Wednesday. KBC
Chief Executive André Bergen told
Belgian newspaper De Tijd on Tues-
day that he hadn’t yet discussed ex-
tra funding with the government.

The country’s main focus is still
on Fortis. The bank, created by the
same merchants who founded the
kingdom of Belgium in 1830, tee-
tered on the brink of collapsed in Oc-
tober. After an Œ11.2 billion cash in-
jection, the government agreed to
sell Fortis’s Belgian banking and in-
surance business to BNP Paribas SA
for Œ14.5 billion. The Dutch govern-

ment agreed to buy the business’s
Dutch arm.

Minority holders, who received
Œ1 a share under the deal, sued to
block the sale. “Generations of Bel-
gians who’ve plowed their retire-
ment savings into Fortis were
cheated,” says Mischael Modrika-
men, a lawyer representing 2,300
shareholders.

To help the Fortis-BNP deal go
through, the government could pay
shareholders Œ3 a share, say Mr.
Modrikamen and state officials.

Fortis has 2.35 billion shares out-
standing. Fortis’s share price shot
up this month after news leaked
that the government was consider-
ing such a move.

Separately, BNP still could im-
prove its offer, say analysts. The
shareholders could retain stakes in
the banks or the insurance arm of
Fortis, or both.

Belgium weighs bailout
for retail bank KBC

By Joe Parkinson

LONDON —The U.K. lost a
record number of jobs in the final
months of 2008, cutting tax reve-
nues and adding strains to the gov-
ernment’s finances and consumer
confidence.

According to the Office for Na-
tional Statistics, in December the
number of Britons claiming unem-
ployment benefits rose for the
11th straight month, increasing
77,900, second only to November’s
rise as the largest jump since 1991.

The government acknowledged
the number of jobless is likely to
continue rising.

“Are the unemployment fig-
ures going to get worse before
they get better? They almost cer-
tainly are,” said Tony McNulty, the
U.K. employment minister. “I
think we are in for difficult times
to come.”

As the jobless rate rises, Brit-
ons’ fears of being without work
have become more pervasive. Ac-
cording to the latest poll from poll-
ster Ipsos MORI, 49% of full-time
U.K. workers fear they will lose
their job during the economic
downturn.

Wednesday’s news chimes with

announcements that leading U.K.
companies have shed nearly 9,000
jobs in the past week.

The layoffs were concentrated
in financial services and the manu-
facturing sector, which hasn’t
seen exports rise even though ster-
ling has rapidly depreciated
against other major currencies.

“Companies have been doing
whatever they can to hang on to
skilled workers, but this is clearly
becoming more difficult,” the U.K.
manufacturers association, EEF,
said.

A report Tuesday from the
Chartered Institute of Personnel
and Development and KPMG
showed that 44% of U.K. firms are
laying off staff and half are also
freezing recruitment.

In their monthly survey, the
Bank of England’s 12 regional
branches reported that “employ-
ment intentions had been scaled
back ... further redundancies were
planned for 2009.”

Economists expect the unem-
ployment level will rise further
and faster following a swathe of
job cuts—from firms including car
maker Nissan, retailer Marks &
Spencer Group PLC and upmarket
clothier Burberry PLC—an-
nounced across the U.K. in recent
weeks and should top the psycho-
logical two million mark later this
year.

Supermarket chain J Sains-
bury PLC said Wednesday it will
lay off around 200 head office
staff, 5.7% of its total office staff,
as part of its restructuring.

“The pace of U.K. layoffs will
keep rising as the continued dete-
rioration in the economy weighs
on firms’ employment decisions,”
said David Page an economist at In-
vestec.

Separate data on Wednesday in-
dicated surging layoffs are hitting
tax revenues, contributing to a

more rapid than expected deterio-
ration in the public finances. De-
cember figures from the ONS
showed income-tax receipts fall-
ing to £10.8 billion ($15.08 billion)
from £11.9 billion a year earlier,
while overall government borrow-
ing continued to surge.

There is little sign that the
U.K.’s credit drought, which is at
the root of the U.K.’s deepening
economic woes, is letting up.

The Council of Mortgage Lend-
ers reported that mortgage lend-
ing slumped to near an eight-year
low in December, while lending
through the whole of 2008 was
30% lower than 2007.

In testimony to lawmakers, a se-
nior Bank of England official said
it was far from certain that the
U.K.’s latest bailout measures an-
nounced Monday would unblock
lending, although it had a “reason-
able” chance of success.

“The downturn will go on for
quite a few more months,” said
Paul Tucker, an executive director
at the BOE who will become its
deputy governor in March.
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are serious concerns about transpar-
ency and accountability…confusion
about the goals of the program, and
a deep skepticism about whether
we are using the taxpayers’ money
wisely.”

Bankers, regulators and politi-
cians complain of a secretive and
opaque process for deciding which
banks get cash and which don’t. The
goal of aiding only banks healthy
enough to lend—laid out by the Trea-
sury when the program began—
clearly seems to have shifted, but in
a way that is hard to pin down and
that the Treasury has declined to ex-
plain. Part of the problem is that
some powerful politicians have
used their leverage to try to direct
federal millions toward banks in
their home states.

“It’s totally arbitrary,” says
South Carolina Gov. Mark Sanford, a
Republican. “If you’ve got the right
lobbyist and the right representa-
tive connected to Washington or the
right ties to Washington, you get
the golden tap on the shoulder.”

Several Ohio banks received
funds after Ohio’s congres-
sional delegation com-
plained bitterly about the
treatment of Cleveland-
based National City Corp.,
which regulators forced
into a merger rather than
provide with cash. In Ala-
bama, the state’s top bank-
ing official says a windfall
there—five banks are
slated to receive funds—is
testament to the influence
of two powerful Alabama
lawmakers who sit on key congres-
sional committees.

A link between such lobbying and
the release of TARP cash can’t be
proved. Treasury officials have said
that political influence plays no role
in the selection process. “The deci-
sions are made by a committee of offi-
cials at Treasury based on recommen-
dations and data provided by the reg-
ulators through the applications pro-
cess,” said Brookly McLaughlin, who
was a spokeswoman for the Treasury
until the Bush administration ended
on Tuesday.

Treasury and Federal Reserve of-
ficials repeatedly have said the
TARP program was successful in its
primary purpose, which was to
bring the credit markets back from
the precipice.

The task of further restoring
credit flow now falls to Mr. Obama’s
team, which has spoken in favor of
pumping more money into banks, as
has Fed Chairman Ben Bernanke.

The new administration is weigh-
ing a range of ideas, including using
at least $50 billion of the TARP
money to prevent foreclosures, and
possibly other measures such as set-
ting up an “aggregator bank” to
hold toxic assets now burdening
banks’ books.

The federal plan to invest in
banks was controversial from the
start. The Treasury said it would ac-
quire preferred stock in banks, and
sometimes warrants for common
stock as well, but not any voting or
management rights.

Within the broad structure
known as TARP, this is called the
Capital Purchase Program.

At a hastily arranged meeting on
Oct. 13, then-Treasury Secretary
Henry Paulson basically forced the
chiefs of the country’s nine biggest
banks to accept cash infusions. The
government invested $125 billion in
the nine. Citigroup Inc. and Bank of
America Corp. subsequently re-
turned for more money.

A further $125 billion was com-

mitted under the Bush administra-
tion to buy stakes in some of the re-
maining 8,500 U.S. banks and thrift
institutions. More than 250 have re-
ceived cash or commitments so far,
totaling about $68 billion. The recip-
ients range from large regional
banks to Saigon National, a 12-em-
ployee lender catering to Vietnam-
ese-American businesses in South-
ern California.

The procedure for getting a capi-
tal injection is complex. State and
federal regulators sometimes com-
plain that even they don’t under-
stand how it works.

A bank applies through its fed-
eral regulator, which either recom-
mends to the Treasury that the bank
receive money or quietly tells the
bank to pull its application. A public
turndown could be a death sen-
tence, because it would tell inves-
tors and consumers the government
thinks the bank isn’t viable.

If the regulator forwards the ap-
plication, the Treasury decides
whether to approve it. If the Trea-
sury’s reviewing team is uncertain,
it sends the request to a panel of fed-

eral regulators to debate
the matter.

The results have many in
the industry scratching
their heads. Two banks in
Green Bay, Wis., have re-
ceived federal investments.
But in Arizona, a state hit
hard by the housing slump,
officials say they are per-
plexed that a dozen or so
state-chartered banks
haven’t heard back from
Treasury about the status

of their applications.
Arizona’s banking superinten-

dent, Felecia Rotellini, says she is
teaming up with local bankers and
state legislators who plan to start
lobbying Arizona’s congressional
delegation for help. “Some states
are getting better treatment, and
we just want it to be a level playing
field,” Ms. Rotellini says. “I think it’s
just a question of advocacy. It has to
be a congressional voice.”

A body set up to monitor the pro-
gram, the Congressional Oversight
Panel, has said the process of allocat-
ing money lacks transparency and
accountability. The Treasury de-
clines to explain why one bank is
chosen for a federal investment and
not another. Those that receive fed-
eral cash sometimes boast they
have a government seal of approval,
leaving banks that are shut out fac-
ing awkward questions about why
they didn’t.

In mid-October, days after sum-
moning the nine big-bank execu-
tives to Washington to accept aid,
the government took a far different
approach with Cleveland’s National
City, which was struggling with
soured real-estate loans.

National City executives con-
sulted with their examiners at the
Office of the Comptroller of the Cur-
rency, which is a division of Trea-
sury, about whether they should ap-
ply for a capital injection. Local OCC
officials gave them the green light,
according to people familiar with
the matter.

In Washington, National City got
a chillier reception. Comptroller of
the Currency John Dugan informed
its executives they shouldn’t apply
because their bank was too weak. In-
stead, he told the bank to sell itself.
Within a week, it agreed to a $5.6 bil-
lion takeover by PNC Financial Ser-
vices Group Inc. in Pittsburgh.

A political firestorm erupted in
Ohio when it became clear the gov-
ernment had turned down National
City, a 163-year-old bank with deep

roots in Cleveland. Ohio’s congres-
sional delegation sent dozens of let-
ters to Messrs. Dugan and Paulson
and threatened to hold hearings on
how the Treasury had supposedly
wrecked a bank they said wasn’t in
immediate danger of collapsing.

Some lawyers, bankers and ana-
lysts say the case marked a turning
point in the Treasury’s handling of
capital injections. For one thing,
since then, some weak regional
banks have pocketed billions of dol-
lars in TARP funds.

In addition, Ohio banks are now
faring better. Eleven Ohio banks
have subsequently received a total
of $4.29 billion in taxpayer funds. In
neighboring Michigan—like Ohio,
hurt by the auto-industry slump—
only two banks have had federal in-
fusions and a third has preliminary
approval, for infusions totaling
$638 million.

Among the Ohio beneficiaries is
Huntington Bancshares Inc., of Co-
lumbus. It received a $1.4 billion fed-
eral investment in November, even
though, like National City, it was
hurt by souring real-estate loans
and the weak regional economy.
Amid mounting losses, the bank last
week replaced its chief executive.

In Alabama, Colonial BancGroup
Inc. asked for Treasury cash in No-
vember. With its application
blessed by its state regulator and
the Federal Deposit Insurance
Corp., the Montgomery bank fig-
ured it was a shoo-in for funds, say
people familiar with the bank.

But because Colonial was
weighed down by real-estate loans,
the Treasury sent the bid to its
panel for reviewing controversial
applications, consisting of four fed-
eral regulatory bodies: the FDIC, the
Fed, the OCC and the Office of Thrift
Supervision. Negotiations lasted
several weeks.

Eventually, the Treasury gave
preliminary approval to Colonial’s
request for $550 million in capital.

The slow process infuriated Ala-
bama officials. The same day that
Colonial announced its application
had been approved, Trabo Reed, Ala-
bama’s deputy banking superinten-
dent, wrote a letter to Rep. Spencer
Bachus of Alabama, the top Republi-
can on the House Financial Services
Committee, complaining the govern-
ment had dragged its feet and kept
banks and state officials in the dark.
The letter didn’t specifically cite Co-
lonial.

Rep. Bachus’s office forwarded
the letter to the heads of bank regu-
latory agencies and asked them to
examine the situation. Since the let-
ter was forwarded, two more Ala-
bama banks have received TARP
funding. Five Alabama banks, includ-
ing Colonial, are slated to collect a
total of about $4.2 billion.

In all, about 50 state-chartered
Alabama banks applied, according
to state banking superintendent
John Harrison.

He says his office helped shep-
herd them through the process, fig-
uring that “the more applied, the
more had the chance to get it.”

Mr. Harrison says that in addi-
tion to Rep. Bachus, Alabama Sen. Ri-
chard Shelby, the ranking Republi-
can on the Senate Banking Commit-

tee, “has been a big proponent for Al-
abama state-chartered banks...and
he was really concerned that the
TARP money went here.” The bank-
ing official added: “We’re blessed
with a U.S. senator that was on the
banking committee and Spencer Ba-
chus being the ranking Republican”
on the House panel. “I think [the
Treasury] got the message.”

Aides to Rep. Bachus said he did
nothing more than forward Mr.
Reed’s letter and ask for consider-
ation. Sen. Shelby has consistently
opposed the financial-system bail-
out. His office denied that he was in-
volved in helping Alabama banks
get money.

The bank that Rep. Frank of Mas-
sachusetts went to bat for, One-
United, saw its capital level sink in
early September after the U.S. took
control of the overextended mort-
gage giants Fannie Mae and Freddie
Mac. OneUnited, a closely held Bos-
ton-based lender with offices in
Florida and California too, held
large amounts of Fannie Mae pre-
ferred shares. Their value plunged
after the U.S. put Fannie and Fred-
die into a federal conservatorship,
acquired preferred shares in them
and took warrants entitling the gov-
ernment to nearly 80% of their com-
mon stock.

The moves left OneUnited’s capi-
tal badly depleted. A measure called
“Tier 1 risk-based capital” equaled
only 1.88% of assets at the bank, ver-
sus a desired level of about 6%. A
OneUnited lawyer, Robert Cooper,
says he called Rep. Frank and Rep.
Maxine Waters of California, both
Democrats, to complain that the
Treasury’s move had hurt the bank.

Rep. Waters heads the House Fi-
nancial Services subcommittee on
housing, and until last spring her
husband, Sidney Williams, was a
OneUnited director. Rep. Frank, be-
sides heading the Financial Services
Committee, has longstanding ties to
OneUnited, and recalls having had a
deposit account at a predecessor
bank in the 1960s.

Later that month, Rep. Frank
was intimately involved in crafting
the legislation that created the
$700 billion financial-system res-
cue plan. Mr. Frank says that in or-
der to protect OneUnited bank, he in-
serted into the bill a provision to
give special consideration to banks
that had less than $1 billion of as-
sets, had been well-capitalized as of
June 30, served low- and moderate-
income areas, and had taken a capi-
tal hit in the federal seizure of Fan-
nie Mae and Freddie Mac.

“I did feel that it was important
to frankly try and save them since it
was federal action that put them

into the dumper,” Mr. Frank says.
On Oct. 27, the FDIC and Massa-

chusetts bank regulatory officials,
alleging poor lending practices and
executive-compensation abuses by
OneUnited, slapped it with a strong
enforcement action, a cease-and-de-
sist order. Among other things, the
officials told the bank to get rid of a
2008 Porsche for executives.

Mr. Cooper, the bank’s attorney,
dismisses the order as a “hastily cob-
bled together” action. “What we are
talking about is a hiccup, a blip on
the screen of an otherwise-stellar
enterprise,” he says. Asked whether
the bank had sold the Porsche, he
said only that it was complying with
the order.

Mr. Frank—who has played a
leading role in both the initial de-
sign of TARP and current planning
to revamp it—says he spoke with a
federal regulator and asked that
OneUnited be given consideration
for TARP money, “without in any
way impinging on their general
safety and soundness rules.”

Mr. Frank said he didn’t remem-
ber which federal regulator he
spoke with.

On Dec. 19, OneUnited received
$12 million from the Treasury, on
condition it raise $20 million from
its shareholders, which it did.

Not all banks in OneUnited’s situ-
ation were so lucky. National Bank
of Commerce, based in Berkeley, Ill.,
also saw its capital level fall because
of the Fannie/Freddie seizure. The
bank sought TARP cash but couldn’t
get its application past the OCC divi-
sion of the Treasury, and subse-
quently failed.

Ms. McLaughlin, the spokes-
woman for the Bush administration
Treasury, said that OneUnited’s ap-
plication was subject to the same re-
view process as other banks faced.

Mr. Frank said he didn’t try to in-
terfere with the regulatory process.
“We have never told the regulators
that they should ease up on them or
not order them to do this or that,”
he said.

He cites the bank’s status as the
state’s only financial institution
owned by African-Americans.

“We did say, yes,” he said. “I
thought it would have been a social
tragedy if the one minority bank in
Massachusetts that has been work-
ing so hard and had been overex-
tended into housing was to be wiped
out by a federal action, the Fannie-
Freddie preferred [shares] thing,
and that’s why I think it was impor-
tant to try to help them.”

Rep. Waters said she was un-
aware that the bank received
money. OneUnited was “just a
small” bank, she said.
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Trichet sees no deflation
ECB head denies
that fiscal pressures
threaten euro zone

By Adam Cohen

And Nina Koeppen

BRUSSELS—The euro zone isn’t
under threat of deflation and the
16-member currency bloc remains
solid, European Central Bank Presi-
dent Jean-Claude Trichet said.

“We are witnessing a process of
disinflation in the euro area, mainly
as a result of the sharper falls in oil
and commodity prices,” Mr. Trichet
said in a European Parliament hear-
ing here. “There is presently no
threat of deflation.”

Mr. Trichet dismissed sugges-
tions that the pressures in euro-
zone financial markets risk rifting
the 16-country euro zone, saying the
monetary union was solid.

“There is no bailing out” of the
currency pact, he said.

His comments come as some
countries—such as Spain, Greece
and Italy—have seen their bond
spreads widening against Germa-
ny’s benchmark, which makes bor-
rowing more costly for them.

Although a sharp economic slow-
down is expected this year, Mr.
Trichet said he sees economic activity
“ticking up again” in 2010, both in the
euro zone and globally.

The euro-zone economy should
benefit from a recent string of mone-
tary and fiscal-stimulus plans, Mr.
Trichet said, though he cautioned
that “the current economic situa-
tion calls for prudence with regard
to the adoption of extensive fiscal
stimulus measures.”

Mr. Trichet urged banks to pass on
central bank rate cuts to customers, in
anefforttoaddressthecreditshortage
seenatthe rootofthe global economic
slowdown. He said the ECB so far isn’t
considering taking unorthodox mea-
sures to expand money supply in the
economy, such as the direct purchase
oftradablesecurities.

There were signs the ECB’s ear-
lier moves to get funds flowing
through frozen money markets
were working. The ECB on Wednes-
day lowered the interest rate it pays
banks to deposit funds at the central
bank to one percentage point below
its policy rate, from a half-percent-
age point gap before. The ECB’s cur-
rent policy rate is 2%.

Banks deposited Œ184.129 billion
($237.19 billion) at the ECB over-
night. That is still elevated from
usual levels, but well below the
Œ282.902 billion reported Tuesday.

In his testimony, Mr. Trichet also
said he was opposed to the idea of
launching a global “bad bank” to ab-
sorb toxic assets from troubled
banks, noting that “it wouldn’t be
an appropriate concept.” European
governments have been slow to con-
sider a “bad bank” option, with the
exception of Switzerland, which has
such a program in place.

Mr. Trichet reiterated that the gov-
erning council has no position yet on
whether the ECB would be prepared
to take on banking supervision respon-
sibilities. But the statutes permit the
addition of this aspect to the ECB’s
mandate, Mr. Trichet said, adding
that he personally “stands ready.”

In Berlin, German Economics Min-
ister Michael Glos predicted the Ger-
man economy will contract by 2.25%
in 2009 but will begin to recover the
following year. Presenting Germany’s
annual economic report, Mr. Glos also

expressed concern about tensions in-
side government debt markets and
suggested that ECB interest rates
could still have room to fall. Futures
marketscurrentlyexpectanotherhalf-
percentage point cut to 1.5% in March.

Confirming that inflation is eas-
ing in the euro zone, German factory-
gate prices continued to fall in De-
cember, data from the Federal Statis-
tics Office showed Wednesday. Ger-
man producer prices fell 1% from No-
vember and increased 4.3% from De-
cember 2008. Excluding energy
prices, which can be extremely vola-
tile, the producer-price index sank

0.6% from the previous month and
was up 1.5% from a year earlier.

In Italy, data showed the coun-
try’s trade deficit with the rest of
the world widened in November, as
exports registered the steepest fall
since the index began in 1991. Italy’s
trade deficit widened to Œ1.08 bil-
lion in November from a deficit of
Œ283 million a year earlier, Italian
statistics office Istat said. Italian ex-
ports fell 13%, the biggest decline
since 1991. Imports slid 11%, the
steepest drop since 1996, Istat said.
 —Sofia Celeste contributed

to this article.
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Jean-Claude Trichet said he envisaged economic activity “ticking up again” in 2010
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Boston landmark at center of fight
Fund default triggers
scramble for control
of Hancock Tower

By Lingling Wei

And Alex Frangos

The commercial real-estate storm
is starting to hit the top of the skyline.

In Boston, John Hancock Tower is
at the center of a fight among a group
of lenders and investors, just two
years after private-equity firm Broad-
way Real Estate Partners bought the
iconic office building with help from
some of the biggest names on Wall
Street.

This month, a Broadway fund de-
faulted on $700 million of debt tied to
the Hancock tower and other build-
ings. The default triggered a scram-
ble among investors holding debt
tied to the acquisition, with some
pushing for immediate foreclosure
and others pushing to extend the loan
in hopes of a real-estate rebound.

The battle for control of the
60-story glass building, New Eng-
land’s tallest skyscraper at 790 feet,
could signal how scores of similarly
distressed real-estate financing deals
will play out this year as the recession
sweeps through office buildings,
stores, hotels, warehouses and other
commercial property.

The commercial real-estate sector
has endured plenty of previous busts.
But the fallout is likely to be different
this time because of all the debt struc-
tures developed in the past decade
that have never had to ride out a
downturn.

Some $700 billion in debt was
carved up into commercial mort-
gage-backed securities, or CMBS,
and sold to investors. Another $50
billion to $75 billion of loans were
sold as mezzanine debt, which fills
the gap between the mortgage and a
borrower’s equity. Like CMBS, mez-
zanine debt often was sliced and
diced into many pieces with varying
degrees of risks.

“Tranche warfare is starting,”
said John Zizzo, a real-estate lawyer
at Cadwalader, Wickersham & Taft
LLP, referring to the loan “tranches,”
or slices, that investors own. “It has
never been tested before this current
market meltdown.”

The disputed $700 million of debt
in the Hancock battle is mezzanine
debt that was divided up among nine
investors. With real-estate values de-
clining, not all of the investors would
be paid off in a liquidation.

As a result, investors who believe
they would be in the money are press-
ing for an immediate foreclosure, ac-
cording to people familiar with the
matter.

Such investors include Five Mile
Capital Partners, led by former real-
estate financier Steven Baum, and
Normandy Real Estate Partners,

founded by property investor Finn
Wentworth.

Investors likely to lose out in fore-
closure want to give Broadway more
time to repay the loan. Among those
investors is a BlackRock Inc. fund run
for outside investors. That fund owns
the riskiest slice of the loan.

Also involved in the scrum are
Chicago developer John Buck, who
owns the most senior portion of the
debt; the RBS Greenwich Capital
unit of Royal Bank of Scotland
Group PLC; Lehman Brothers Hold-
ings Inc.’s bankruptcy estate; and
hedge fund Petra Capital Manage-

ment LLC, run by Andy Stone, a pio-
neer of commercial real-estate secu-
rities.

Complicating things further,
State Street Corp. inherited stakes in
two tranches from Lehman Brothers,
according to a person familiar with
the situation. The failed investment
bank had pledged the loans to State
Street as collateral for a short-term
“repo” loan. State Street seized the
collateral after Lehman filed for bank-
ruptcy.

Founded by Scott Lawlor, the son
of a Queens, N.Y., cab driver, Broad-
way was one of the most aggressive
real-estate private-equity firms, buy-
ing $14 billion of office buildings
from 2002 to 2007 in highly lever-
aged transactions.

Investors in Broadway’s funds in-
clude Immofinanz AG, a publicly
traded real-estate company in Vi-
enna.

The mezzanine debt essentially
was a one-year bridge loan with two
six-month extensions that Broadway
planned to pay off with new debt or
additional equity. The credit crunch
and recession have prevented Broad-
way from raising capital.

Meanwhile, cash flow from prop-
erties has fallen too low to service the
mezzanine debt, according to people
familiar with the matter. When the
buildings were purchased, Broadway
assumed it would be able to fill the
space with tenants paying more rent.
But the vacancy rate in the John Han-
cock Tower has risen from practically
zero to 15%.

The mezzanine debt was sup-
posed to deal with such a scenario. In
case of default, creditors would con-
duct an appraisal to determine who
was in the money and who wasn’t.
Terms of the agreement call for the
most junior creditor still in the
money to be the “controlling holder.”
That creditor gets to decide whether
or not to foreclose.

According to people familiar with
the matter, Five Mile and Normandy
believe they are the controlling
holder and are moving to hire a spe-
cial servicer that would launch a fore-
closure proceeding. That move is ex-
pected this week.

But other creditors are arguing
over the appraised value and who is
in control, according to these people.
They may go to court to try to block
the foreclosure action.
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hours before the swearing in. The
all-purpose activity room is in the
prison’s main camp, which houses
2,500 people. The atmosphere was
almost festive, with inmates order-
ing food from the canteen and fill-
ing up the room, taking the front
seats first.

Raymond Flank, 46 years old,
convicted of second-degree mur-
der in a robbery in New Orleans,
says he felt like he was being al-
lowed to participate in the inaugu-
ration in some small way. “Not
only do we get the day off, but we
get to see an example of who we
can be and what we can accomplish
if we try,” he says.

Mr. Flank, who is African-Ameri-
can, says he expects to see the re-
sults here in Camp J, the disciplin-
ary unit where men who rebel
against the system are placed with
few privileges.

“For years, they’ve had no im-
age to look up to, but now they
have the image of Barack Obama,”
he says.

“This is my first inauguration
speech, ever,” says Jim Young, a
69-year-old white inmate from
Sand Point, Idaho. Mr. Young has
been here since 1983 after stabbing
a man to death in a barroom fight
that, he says, “went too far.” He
helps train boxers in the inmate
program and hopes that seeing the
inauguration opens the eyes of
some of the younger inmates.

Imprisoned the past 26 years,
Jeffrey Lewis, 48, was convicted on
two counts of manslaughter and is
serving a total of 80 years. He says
Mr. Obama’s election and swearing
in let him think “anything is possi-
ble.”

He says he will recommit to his
work with the hospice where in-
mates who are terminally ill spend
their last days. He also intends to
get other inmates to reconnect
with their families.

“The key is to work and stay use-
ful,” Mr. Lewis says.

Douglas Dennis, his arms
scarred and his left eye blinded
from long-ago knife fights with
other inmates, didn’t come to the
activity room. He watched from
the offices of the Angolite, the
prison magazine produced by in-
mates.

Mr. Dennis, 73, has been here
since June 1957, except for a period
when he was a fugitive. A drifter,
born in Chicago, he was hitchhik-
ing through Shreveport, La., when
he was picked up by a patrol car.
Mr. Dennis, who is white, got into a
fight at the jail, killing his cell-
mate. He was sentenced to life and
sent to Angola, where he killed an-
other inmate. He got his second life
sentence.

Mr. Dennis has little hope Mr.
Obama will tackle the problems of
the criminal-justice system. “He’s
got his hands full: Two wars, the
economy is going in the tank and
the health-care costs are skyrocket-
ing,” says Mr. Dennis. “I’d be sur-
prised if he has time to brush his
teeth in the next four years.”

Warden Cain says Mr. Obama’s
election makes him optimistic.
“My daddy had a phrase: ‘We’ve
got to grab a root and growl,’ ” he
says, meaning, it is time for work.
He says Mr. Obama shows his in-
mates that the country is full of
possibilities, even in a prison. “If
the men here can have hope, then
why can’t the rest of the country?”

Continued from page 27

By Jim Carlton

LAS VEGAS—The worst U.S.
housing downturn since World War
II is likely to deepen further this
year, with no broad recovery until at
least 2010, according to a consensus
of building-industry economists.

Single-family-housing starts,
which fell 40% to 617,000 in 2007,
are expected to drop to about
441,000 this year—the lowest
since records have been kept—ac-
cording to the economic outlook of
the National Association of Home
Builders released Tuesday at the In-
ternational Builders Show here.
That would be a nearly 75% drop
from the industry’s highwater
mark of 1.7 million single-family
starts in 2005.

Economists from Freddie Mac,
the government-backed lending
agency, mortgage insurer PMI
Group Inc. and the Portland Ce-
ment Association trade group also
predicted this year would be worse
than 2008 in terms of starts and

overall housing activity.
One of the problems for the in-

dustry, economists said, is an over-
hang of unsold homes brought on
in large part by extensive job
losses. The inventory of new homes
on the market stands at 11.5
months, more than double the level
normally required to encourage
builders to begin building again,
said Ed Sullivan, chief economist
for the cement group.

Adding to the woes, he and
other economists said, is the likeli-
hood that foreclosures will keep ris-
ing—putting even more homes on
the market—as unemployment con-
tinues to rise this year. Frank
Nothaft, chief economist for Fred-
die Mac, predicted the U.S. unem-
ployment rate will jump to 8.7% by
the fourth quarter of 2009 from
7.2% as of December.

Economists said lending re-
mains so tight that many consum-
ers won’t be able to take advantage
of declining housing prices and
mortgage rates.

The Portland Cement Associa-
tion held a separate news confer-
ence Tuesday at which its chief
economist sounded even more pes-
simistic about prospects for a recov-
ery. “I see another full two years al-
most before a significant gain,” Mr.
Sullivan said.

Even prospects for a massive fed-
eral economic-stimulus plan failed
to buoy spirits at the builders’
show. One problem with the $775
billion stimulus plan proposed by
President Barack Obama, some
economists said, is that it would
move too slowly to help much with
this year’s housing market. Some
tax cuts envisioned under the plan,
they said, would most likely be used
by consumers to help pay down per-
sonal debt, rather than for big-
ticket items such as houses.

Longer term, industry econo-
mists said, housing should rebound
strongly. Demand by the children
of baby boomers is expected to fuel
home sales over time, as is overall
population growth.

U.S. builders predict more housing pain

MARKETPLACE

Note: Data are for U.S. single-family homes

Sources: U.S. Census Bureau (starts); 
National Association of Realtors via 
Moody’s Economy.com (sales); National 
Association of Home Builders (forecasts)
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Orders for corporate jets, like those shown here on exhibit last year in Dubai, are slipping amid the global downturn. Demand from
fledgling charter operators, air-taxi and fractional-ownership firms that sprung up during the economic boom is declining.

By Ann Keeton

And Monica Gutschi

Demand for multimillion-dollar
business jets is arcing back to earth
after a five-year climb, bringing an
end to the industry’s biggest boom.

Corporate jets are getting less
use as global business activity drops
off and companies cut back perks
like private jet travel. Orders have
slowed sharply and cancellations
are increasing as the buyers that
fueled the ascent in Asia, the Middle
East, the U.S. and Europe come un-
der pressure.

The biggest hit could come from a
shakeout among fleet buyers, the
fledgling charter operators, air-taxi
services and fractional-ownership
providers—many of them startups—
that sprang up when the world econ-
omy was humming along. A drop in
orders or rise in cancellations could
hurt manufacturers like Bombar-
dier Inc. of Canada, Embraer S.A of
Brazil and Textron Inc.’s Cessna, of
the U.S.

“Themarket is going down so fast
that we’re all getting bloody noses,”
said Brian Foley, a New Jersey-based
consultant. He expects cancellations
to reach double-digit levels in 2009,
followed by a very slow recovery.

Cessna, the biggest business-jet
maker in terms of numbers, an-
nounced last week that it would lay
off 2,000 workers—in addition to
the 500 jobs it cut in December—to
“ensure our long-term stability and
success” as customers defer orders.

Bombardier, the largest manufac-
turer by sales, said in December that
orders fell to 48 in the third quarter
from 112 a year earlier amid a soften-
ing of demand. Danielle Boudreau,
Bombardier’s spokeswoman,
wouldn’t comment on develop-
ments in the company’s fiscal fourth
quarter, which ends Jan. 31 and is
traditionally the strongest for busi-
ness-jet deliveries.

Analysts expect more details
from aircraft makers and their sup-
pliers, which will report fourth-
quarter earnings in coming weeks.
Textron reports earnings Jan. 29,
with Honeywell International Inc.
following on Jan. 30 and fellow sup-

plier Rockwell Collins Inc. on Feb. 3.
Hawker Beechcraft, which is jointly
owned by Toronto-based Onex
Corp. and Goldman Sachs Group, is
expected to report next month.

Fleet orders have grown from an
occasional presence in manufactur-
ers’ order books to a key presence,
with many coming from companies
that have yet to prove their staying
power, Mr. Foley said.

“Where previous order books
were speckled with fleet orders
from a handful of fractional provid-
ers, current order books sport a
cadre of unproven, startup-fleet pur-
chasers launching amid a world-
wide recession,” he said.

There have already been casual-
ties. Florida-based DayJet, an ambi-
tious air-taxi startup, liquidated in
Novemberafterless thanayear ofop-
eration, taking with it nearly 1,400
orders for Eclipse Aviation Corp.’s
very light jets. Shortly afterward,
Eclipse itself filed for bankruptcy
protection after months of manufac-

turing snags and management tur-
moil.

“The large fleet orders out there
for sure are a concern,” said Cam-
eron Doerksen, aerospace analyst at
Versant Partners. He noted that
most of the companies that placed
the orders aren’t publicly traded,
“so we don’t know what state their
finances are in.”

Stefan Vilner, head of the Euro-
pean Air Taxi Association, said last
year the startup group had 14 found-
ing members. Now, he said, there
are only five left.

Mr. Vilner, who is chief executive
ofIreland’sJetBird, another prospec-
tive air-taxi operator, said the com-
pany is going forward with plans to
begin service this spring based on a
100-aircraft order for the Embraer
Phenom 100, a very light four-seat
jet. The company still plans to take
delivery on 13 of the Embraer air-
craft this year, 25 in 2010 and 20 in
each of the next three years.

Many analysts believe Bombar-

dier will have to cut business-jet pro-
duction this year, primarily in its
smaller Learjets, which boast a thin-
ner backlog than the larger Global
Express jets. Backlogs for Learjets
extend out only about 17 months,
while those for the Global family ex-
tend out as far as four years. Observ-
ers say customers for the widebody
Global jets are somewhat more insu-
lated from economic downturns.

Joseph Nadol, aerospace analyst
at J.P. Morgan, said 2008 ended
badlyfortheindustry,withtheinven-
tory for used business aircraft rising
on 15 of 23 different models he
tracks. Business jet prices fell 3.5% in
December from the previous year,
Mr. Nadol said, the biggest drop
since October 2001, which was the
start of the aircraft industry’s last
downturn.

Flight operations, or the number
of takeoffs and landings at airports,
fell 25.5% in November, the most re-
cent data available, compared with
the year before.

United, American Airlines post hefty losses

Business-jet demand is stalling
After a five-year climb, orders slow and cancellations rise; fleet buyers feel pain of downturn

Economy & Politics

By Daniel Michaels

DUBLIN—The U.S. Export-Im-
port Bank, attempting to alleviate
the effects of the credit crunch,
plans to boost its guarantees of Boe-
ing Co. jetliners by almost 50% from
recent years, to as much as $9 bil-
lion.

The bank this year could guaran-
tee between $7 billion and $9 billion
of aircraft deliveries—overwhelm-
ingly Boeing jetliners but also some
business jets and small planes—
said Robert Roy, deputy vice presi-
dent of the bank’s transport divi-
sion. The bank guaranteed $5.2 bil-
lion of such deliveries last year and
at most $4.5 billion annually be-
tween 2002 and 2007.

“Given problems in financial mar-
kets, we’re predicting a significant
pickup in 2009,” Mr. Roy told a con-
ference on aviation finance. “It’s go-
ing to be a big year for us,” he said.

The U.S. Export-Import Bank sup-
ports foreign sales of U.S. produced
products and services, mainly by
guaranteeing loans provided by pri-
vate-sector banks. When credit mar-
kets are functioning smoothly, its
role is limited to specific transac-
tions where a guarantee is thought
necessary, for example to lower
credit risk. But with lenders now
skittish about funding a vast array
of borrowing, the U.S. Export-Im-
port Bank and comparable export
credit agencies in other countries
are proving vital to carrying out in-
ternational transactions.

Most buyers of aircraft need to
borrow at least some of the funds to
pay for a plane, so credit guarantees
have now become crucial to the jet-
liner industry. Executives at Euro-
pean Aeronautic Defence & Space
Co. and its Airbus division have said
they expect to receive help financ-
ing jetliner deliveries from export
credit agencies in France, Germany,
Great Britain and Spain.

Boeing, the U.S.’s top exporter by
value, is the largest recipient of sup-
port from the U.S. Export-Import
Bank. The bank currently has $27 bil-
lion exposure to roughly 700 Boeing
planes, accounting for 47% of its to-
tal portfolio, Mr. Roy said.

Support from the U.S. Export-Im-
port Bank facilitates deals, but pri-
vate sector banks must still do the
actual lending. Mr. Roy said that
late last year credit was so tight that
some deals were difficult to finalize
even with guarantees from the
bank. In extreme cases, the U.S. Ex-
port-Import Bank can itself provide
funding, but Mr. Roy said the bank
does not want to replace or compete
with private lenders. “We’re hoping
lending comes back,” he said.
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New polio battle
Germany, the U.K. and
charities pledge to fight
the disease> Page 8

By Susan Carey

And Paulo Prada

The parent companies of Ameri-
can Airlines and United Airlines wid-
ened their fourth-quarter losses,
capping a miserable year that saw
soaring fuel prices drop sharply,
only to be replaced by a recession-in-
duced drop in travel.

Both said they will continue cut-
ting seats available—their response
to high oil prices last year—to try to
keep prices up by restricting supply
to match falling demand.

AMR Corp.’s American, the sec-
ond-largest U.S. airline by traffic af-
ter Delta Air Lines Inc., said it will
cut its mainline capacity 6.5% this
year, after trimming it 8% in 2008.
Gerard Arpey, chairman and chief ex-
ecutive, said those extra cuts, along
with a continuing effort to save cash
and bolster liquidity, should help
AMR weather the recession.

“The aggressive steps we took to

manage our way through last year’s
fuel crisis...have given us a running
start in addressing the challenges
confronting us in 2009,” he said.
“While significant hurdles remain,
I’m guardedly optimistic we can re-
gain momentum in 2009.”

No. 3 United, owned by UAL
Corp., said it plans to reduce its
mainline capacity by up to 9.5% this
year, on top of a 4.2% reduction in
2008. The bulk of the cuts are in the
domestic market, but the company
also has pulled some aircraft off in-
ternational routes, in part to cope
with a 25% decline in demand for its
international first- and business-
class seats in the latest quarter.

AMR said its fourth-quarter loss
was $340 million, compared with a
loss of $69 million a year earlier. Ex-
cluding special charges related to
aircraft groundings and pension
payments, the company’s net loss
would have been $214 million,
roughly in line with analysts’ expec-

tations. Year-earlier profit was in-
flated by two big gains; without
them, the company would have lost
$184 million. In the latest quarter,
revenue fell 3.8% to $5.47 billion.

Although oil prices retreated in
the fourth quarter from a historic
peak last summer, AMR said it paid
$2.7 billion more for jet fuel in 2008
than it did the year before. As a re-
sult of wrong bets on its fuel hedges
in the face of rapidly falling oil
prices late last year, the company
said it had posted $575 million in
cash with fuel-hedge counterpar-
ties at the end of the year.

UAL, which also got tangled up in
fuel hedges gone wrong, said it
posted a net loss of $1.3 billion in
the fourth quarter, compared with a
loss of $53 million a year earlier.
Revenue fell 9.6% to $4.55 billion.

Included in the red ink was $370
million in cash losses on fuel hedges
that settled in the quarter, and non-
cash losses of $566 million on its

fuel hedges. Without unusual items,
the company’s loss would have been
$547 million. For all of 2008, UAL
spent $2.9 billion more on fuel and
the impact of its hedges than it
spent on fuel in 2007.

“We took out an insurance policy
that proved to be very expensive in
the short term,” said Glenn Tilton,
UAL’s chairman and CEO, speaking
of the hedging program. But the
company said its hedging and collat-
eral demands have peaked and
United should begin producing posi-
tive cash flow again in the spring
and summer of this year.

To help keep costs down now
that it is a smaller company, Chi-
cago-based United said Wednesday
it intends to cut another 1,000 sala-
ried and management positions by
year end, in addition to 1,500 staff
positions already eliminated, for a
30% reduction in those ranks. It also
is raising its target for unionized job
reductions.

U.S. Ex-Im Bank
plans to boost
Boeing guarantees
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GameStop scores big
by selling used games

TECHNOLOGY JOURNAL

Note: Current fiscal year 
ends Jan. 31.

Source: the company

Used goods
Selling used 
videogame 
products gives 
GameStop an edge 
over bigger rivals. 
Quarterly sales, in 
billions
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By Yukari Iwatani Kane

And Miguel Bustillo

Amid a devastating period for
most U.S. retailers, videogame
seller GameStop Corp. has posted
big sales gains, in part by aggres-
sively marketing used products to
cash-strapped consumers.

GameStop this month reported a
22%jump inoverall salesanda10% in-
crease in sales at stores open more
than 12 months for the holiday sales
period ended Jan. 3. It didn’t hurt that
videogamesalesclimbed9%inDecem-
ber to a record $5.3 billion, according
to market research fi rm NPD Group.

GameStop’ssalesgainsareparticu-
larlybuoyantcomparedwithotherre-
tailers that sell videogames. Best Buy
Co., the largest U.S. consumer elec-
tronics chain, said earlier this month
that its sales of entertainment goods,
including videogames, movies and
music, plunged 12% in December from
a year ago. Best Buy’s sales of video-
game hardware and accessories fell
by a “mid-single digits” percentage
lastmonthcomparedwiththeyearbe-
fore. Circuit City Stores Inc., another
U.S. retailer of consoles and games,
last week announced it would liqui-
date its 567 stores by April.

GameStop, however, “signifi-
cantly increased sales of both new
and used games,” said Daniel DeMat-
teo, chief executive of the Grape-
vine, Texas-based retailer in an in-
terview. Results for the final quar-
ter are due in mid-March.

The company added 982 stores
over the past year and now has
6,188 stores in 17 countries.

What sets it apart from other
game retailers is its virtual lock on
used game sales. Those sales are ex-
pected to reach $2 billion, or 23%, of
GameStop’s revenue for its fiscal
year ending Jan. 31, according to Pa-
cific Crest Securities. That is up
from $1.6 billion, or 22.4%, of reve-
nue a year earlier.

The company, a 2004 spinoff of
book retailer Barnes & Noble Inc.,

began full-bore sales of used goods
and accepting trades toward the pur-
chase of new games in 2000.

Customers can trade in old
games for credit toward new pur-
chases. It sells used console games
for $5 to $10 less than the roughly
$60 price of a brand-new game.
GameStop generally buys a used
game for about half the price a
buyer will later pay.

Its business has gathered steam in
therecessionasconsumerspinchtheir
pennies. In the nine weeks ended Jan.
3, its sales of new games and consoles
increased 19% to $1.9 billion. But sales
of used games and consoles rose an
even stronger 32%, to $543.5 million.

“Nobody else has that used-games
draw,” said retail analyst Joseph Feld-
man of Telsey Advisory Group. “Once
you have played a game awhile and it
loses its value, GameStop is pretty
muchthe onlyplace whereyoucanget
something for it, and that’s a big deal
in this economy.”

The used-game business is very
profitable, too. GameStop’s gross
profit margin was a hefty 48% for
used products in the quarter ended
Nov. 1. In contrast, gross margins
for new consoles and games are 7%
to 20%, according to analysts.

About 42% of GameStop’s overall
gross profits come from its second-
hand business, compared with half
that level for new games. “When you
considerthatmostretailersoperateon
single-digit margins, it’s astronomi-
cal,”saidEvanWilson,anindustryana-
lyst with Pacific Crest.

Not everyone is a fan of
GameStop’s strategy of selling used
games. Unlike with new games, where
GameStop typically shares revenue
from sales with the game publishers,
the retailer doesn’t share revenue
from used game sales with the game
makers. As a result, more game pub-
lishers are coming up with new
add-on features for games that en-
courage customers to keep them.
 —Nick Wingfield

contributed to this article.
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BUSINESS OPPORTUNITIES

Republic of Liberia, Forestry Development Authority
P.O. Box 3010, Kappa House, Elise Saliby Compound,

Congo Town, Mongrovia, Liberia

INVITATION TO BID
Due Diligence on Bidders on Logging Concessions

The Government of the Republic of Liberia through the Forestry Development Authority
(FDA) invites qualified firms to submit proposals to conduct due diligence on companies
bidding on logging concessions.
Several dozen concessions may be let over the next few years. For each, Forestry
Development Authority will seek a due-diligence report on one or more bidders.
Tender documents may be downloaded free of charge from the website of the Forestry
Development Authority (http://fda.gov.lr). Alternatively, theymay be purchased from the
Accounts Department of FDA.
Bids must be delivered in hard copy to the address below on or before March 3, 2009
at 10:00a.m. They will be opened at that time at the same address.

2001 Sikorsky S76C+
Executive Helicopter

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

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

Hampton Inn & Suites
Vernal, Utah-Permit Ready

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

Retail Strip Center
Avondale, Arizona-Fully Entitled

For All Details Contact:

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

rdooling@themerrillgroupco.com
www.themerrillgroupco.com

3 Development Opportunities
Partnership or Outright Sale

OTC BB
Super Clean Public Shell

Available for Sale or Merger
Fully Reporting
Current in Filings

hyettgroup@gmail.com

$1.5 Million Consumer products co.
Selling to nearly every major US retail

chain. Great time to buy in;
asking $1.75 million.

www.consumerproducts.us.com

National Distribution Platform

PUBLICLY-TRADED SHELL
WITH CASH

§ $9+ Million Cash § $80+ Million NOLs § Timely
Filer § No Material Liabilities § Available For

Merger or Acquisitions.

Email: tradingpublic@gmail.com

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

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

To advertise
Emma Balogun
TheWall Street Journal Europe

+44 207 842 9608
emma.balogun@dowjones.com

Wish
Fulfillment

Careers. Tuesdays in Marketplace.
To advertise, call (852) 2831-2553, (65) 6415-4279 or (813) 3292-4151

s 2009 Dow Jones & Company, Inc. All Rights Reserved.

FRANCHISING

Looking for a booming business during these challenging times?

You just found it!
Consider these facts:
l Over 100% growth for 3 consecutive years!
l We have NEVER had a franchise fail!
l Monthly revenue records for the last four months.

Financial education has never been in higher demand.
We have been transforming lives for over 11 years!

Call Now (949) 608-6020 l www.tradingacademy.com
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Coach profit declines 14%;
U.S. store growth will slow

Lebedev in Fleet St. deal
Russian billionaire
to take major stake
in Evening Standard

By Gustav Sandstrom

STOCKHOLM—Telefon AB L.M.
Ericsson posted a 31% drop in
fourth-quarter net profit, hurt by re-
structuring costs and a lower contri-
bution from mobile-phone maker
Sony Ericsson. The company also
said it would cut 5,000 jobs, or
about 6.4% of its work force, and
trim its dividend to lower costs.

Ericsson already cut 4,000 jobs
last year.

“We cut costs to maintain our
competitiveness in tougher times,”
Chief Executive Carl-Henric Svan-
berg said in an interview. “We see
no slowdown for Ericsson, but all in-
dustries will be affected.”

Shares in Ericsson were up 12%,
outperforming the broader Stock-
holm market.

The telecom-equipment maker,
which had been due to release earn-
ings Jan. 29, said net profit fell to
3.89 billion Swedish kronor ($460.8
million) for the quarter.

Sales rose 23% to 67.03 billion
kronor, helped by currency fluctua-
tions. But operating income
dropped to 6.21 billion kronor from
7.6 billion kronor, hit by a lower
contribution from associated com-
panies—including Sony Ericsson,
its handset joint venture with Ja-

pan’s Sony Corp.
Sony Ericsson earlier this

month swung to a fourth-quarter
net loss as contracting consumer
demand and the decreased avail-
ability of credit cut into sales.

Ericsson’s fourth-quarter earn-
ings were also weighed down by re-
structuring charges of 2.3 billion
kronor related to a cost-cutting plan
launched in February. The company
said restructuring efforts would
continue at the same pace, target-
ing annual savings of 10 billion kro-

nor by the second half of 2010 at a
cost of 6 billion kronor to 7 billion
kronor.

Ericsson said it will shed 5,000
jobs this year from a total of more
than 78,000. About 1,000 jobs will
be cut in Sweden, where it has more
than 20,000 employees.

The company proposed a divi-
dend of 1.85 kronor a share for
2008, down from 2.50 kronor a
share the year before, and said its
net cash position at the end of the
year was 34.7 billion kronor, up
from 30.2 billion kronor in Septem-
ber and 24.3 billion kronor a year
ago.

“The cash is a major asset,” Mr.
Svanberg said. “It will provide flexi-
bility and expansion possibilities.”

Ericsson said it is difficult to esti-
mate the impact on telecommunica-
tions from the current economic re-
cession. The company previously
said it is working on the assumption
that the mobile infrastructure mar-
ket will be “flattish” in 2009.

WestLB analyst Thomas Langer
said the numbers were a welcome re-
lief given current market senti-
ment.
 —Ian Edmondson

contributed to this article.

Ericsson cuts costs as profit falls

IBM issues rosy outlook,
bucking industry trend

By Aaron O. Patrick

And Gregory L. White

Russian billionaire Alexander
Lebedev agreed to bail out a promi-
nent British newspaper in a deal
that illustrates how struggling pub-
lishers are turning to unusual alli-
ances and once-rare cooperation
agreements to survive.

Mr. Lebedev, a former KBG
agent, agreed after nine months of
negotiations to pay a nominal sum
to Britain’s Daily Mail & General
Trust PLC for 75.1% of the unprofit-
able Evening Standard.

While Fleet Street has had own-
ers from Australia, Canada, the U.S.
and Ireland, Mr. Lebedev is believed
to be the first ex-security service
agent or Russian to own a major Brit-
ish newspaper. In a sign of the dire
state of the industry, no significant
political or media figures have op-
posed the sale.

The deal reflects the budding co-
operation that is developing be-
tween rival newspaper groups in
the U.K.’s faltering publishing indus-
try. Intense rivalry between Brit-
ain’s newspaper owners has made
cooperation difficult in the past. But
falling circulation and ad revenue is
forcing them to work together.

Much of the Evening Standard’s
operations will continue to be sup-
plied on a contract basis by the Daily
Mail group, which will provide print-
ing plants, office space, financial sys-
tems, and even a staff cafeteria.

The Daily Mail group signed a
similar agreement recently with the
Independent, a struggling paper
controlled by Irish entrepreneur Sir
Anthony O’Reilly. “Why isn’t that a
way newspapers can go?” asked Pe-
ter Williams, the company’s finance
director. “A lot of the services are

common across the industry.”
Last year the Telegraph Media

Group Ltd. hired rival News Corp. to
print the Daily Telegraph. (News
Corp. owns Dow Jones, which pub-
lishes The Wall Street Journal.)

The Evening Standard’s sale will
save the Daily Mail group about £10
million ($13.7 million) a year, accord-
ing to Mr. Williams, boosting its an-
nual net income by 6%, based on last
year’s £181 million profit.

The government appears un-
likely to intervene. A spokeswoman
for the Department for Business, En-
terprise & Regulatory Reform de-
scribed the deal as a “commercial
matter for the parties concerned.”

A person familiar with Mr. Lebe-
dev’s thinking said he wanted to pro-
mote a free press and believed the
Evening Standard would be closed if
he didn’t buy it. “The paper faced the
very real possibility of closure”with-
out new capital, the Daily Mail group
said in a statement in Wednesday’s
EveningStandard. The paper’s circu-
lation has been declining for years,
undermined by free newspapers and

news on the Internet. It now sells
about 287,000 copies a day.

Mr. Lebedev’s 28-year-old son,
Evgeny, will help run the paper. Evg-
eny Lebedev’s friend, Tatler fashion
magazine editor Geordie Greig, may
be appointed editor, a person famil-
iar with the situation said. Tatler is
owned by Conde Nast Publications.

In Russia, Mr. Lebedev has used
his personal fortune to support
NovayaGazeta,oneofthefewremain-
ing opposition newspapers. Its muck-
raking anti-Kremlin coverage makes
it off-limits for most advertisers. But
“Without his support, it probably
wouldn’t have survived,” said
VladimirRyzhkov,anoppositionpoli-
ticianwho is also a Novaya columnist.

Novaya has earned the distinc-
tion of being one of the most dan-
gerous employers for journalists in
Russia, with four of its reporters
killed in recent years. The latest
was a correspondent shot in Mos-
cow early this week as she walked
with a prominent human-rights law-
yer, whom officials say appeared to
have been the target of the attack.

Russian tycoon Alexander Lebedev said he will purchase a majority stake in the
money-losing Evening Standard, shown Wednesday, to prevent a possible closing.

By William M. Bulkeley

Bucking the trend of high-tech
competitors, International Business
Machines Corp. posted a 12% in-
crease in fourth-quarter profit and
gave an upbeat outlook for 2009.

Although facing “an extremely dif-
ficult economic environment,” IBM
said it expects to continue to benefit
from the growing profitability of its
software and services businesses. De-
spite the global slowdown, custom-
ers are continuing to sign up for out-
sourcing and other services con-
tracts, IBM said.

The company, which provides
technology services, software and
mainframe computers, is often seen
as a proxy for world-wide capital
spending by businesses and govern-
ments, but its fourth-quarter results
contrast with other technology bell-
wethers. Last week, Intel Corp. said
quarterly sales dropped 23% from a
year earlier, while Oracle Corp. and
Google Inc. made rare trims to their
work forces.

IBM Chairman and Chief Execu-
tive Samuel J. Palmisano said the
company is “confident about 2009
and, based on our 2008 perform-
ance, we are ahead of pace on our
roadmap for $10 to $11 per share” in
2010. The company said it expects
full-year 2009 earnings of at least
$9.20 per share. Analysts forecast
about $8.75 a share.

In midday trading Wednesday,
IBM shares rose 8.5% to $88.98 on
the New York Stock Exchange.

For the fourth quarter, IBM re-
ported net income of $4.42 billion, or
$3.28 a share, compared with $3.95
billion, or $2.80 a share, a year ear-
lier. Revenue fell 6.4% to $27 billion,
from $28.87 billion a year before,
partly due to the dollar’s strength.

IBM said that, at constant currency
rates, revenue would have declined
1%.

David Bailey, an analyst at Gold-
man Sachs, said IBM’s profit “hand-
ily” beat Wall Street’s expectations,
even after adjusting for special items
such as a lower tax rate and fewer
shares.

IBM said it was able to increase
earnings in the face of a revenue slow-
down because it is getting a larger
share of its business from high-profit
software and services. Even in its
hardware business, solid sales of high-
margin mainframe computers helped
offset disappointing sales of commod-
ity-type servers and a 34% sales drop
in its semiconductor division.

IBM, which has improved profit
margins in its services business in the
past year, said outsourcing contracts
signed in the quarter grew 20%. De-
spite restructuring actions, IBM’s
world-wide employment is now
more than 400,000 people, up from
386,000 at the end of last year, Mr.
Palmisano said in an internal memo.

CORPORATE NEWS

Source: the company

Weathering the storm
IBM’s quarterly net income,      
in billions
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Year-end boost
Ericsson’s quarterly net income, 
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By Rachel Dodes

Coach Inc., known for its leather
handbags, said its profits slipped
14% in the quarter ended Dec. 27, in
the wake of what chief executive
Lew Frankfort called “the most chal-
lenging holiday season our com-
pany has experienced during my
30-year tenure.”

The shortfall underscores how
consumers of “affordable luxury”
products have cut back amid a deep-
ening economic recession.

Coach, which operates 324 full-
priced stores and 106 factory out-
lets in North America and 158 loca-
tions in Japan, said it would slow its
rate of store expansion to about 20
stores a year, compared with 40 pre-
viously, until the economy im-
proves. The company also plans to
lower average price points at its full-
priced stores by 10% to 15% by “engi-
neering collections” to include
more items that cost less than $300.

Sales at Coach stores open for at
least a year fell 13% in the U.S.,
which the company attributed to
slow store traffic and the “deliber-
ate decision not to engage in dis-
counting, when virtually the entire
mall was on sale,” Mr. Frankfort
said in a conference call Wednesday.
Operating margins fell to 36.3% com-
pared with 41.2% in the same period

last year, owing to higher levels of
discounting at the company’s fac-
tory outlet stores and the “sharper
pricing initiative” which began in
the fall.

Needham & Co. retail analyst
Christine Chen, who has a “buy” rat-
ing on Coach’s stock, said in a re-
search note that she applauded man-
agement for “maintaining the full-
price stance [at non-outlet loca-
tions] to preserve brand equity.”

The company posted net income
of $216.9 million, or 67 cents a
share, down from $252.3 million, or
69 cents a share, a year earlier.
Coach issued a profit warning ear-
lier this month, and cut its per-
share earnings target by 10 cents to
67 cents. Sales for the quarter,
which were reported in the pre-an-
nouncement, fell 1.8% to $960.3 mil-
lion.

Sales at the company’s own re-
tail stores, which account for more
than three-quarters of Coach’s busi-
ness, increased 2%, but wholesale
revenues fell 19% as the company
cut back shipments to department
stores.

The company declined to give
forecasts for the second half or full
fiscal year. Chief Financial Officer
Mike Divine said “it would be an ex-
ercise in false precision” given the
uncertain environment.
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Google cancels program
to sell print newspaper ads

By Walter S. Mossberg

This will be a big year for new op-
erating systems. Apple plans a new
version of its Macintosh operating
system, to be called Snow Leopard.
Palm plans an all-new smart phone
operating system called Palm We-
bOS. But the new release that will af-
fectmore users than any otherwillbe
Windows 7, the latest major edition
of Microsoft’s dominant platform.

Microsoft hasn’t announced an
official release date for Windows 7,
but I would be surprised if it wasn’t

available to con-
sumers by this fall.
The company has
just released the
first public beta, or

test, version of the software, and
I’ve been trying it out on two lap-
tops. One is a Lenovo ThinkPad lent
me by Microsoft with Windows 7 al-
ready installed, and the other is my
own Sony Vaio, which I upgraded to
Windows 7 from Windows Vista.

I won’t be doing a full, detailed re-
view of Windows 7 until it is re-
leased in final form, but here’s a pre-
view of some of the main features of
this new operating system and
some of my initial impressions.

In general, I have found Win-
dows 7 a pleasure to use. There are a
few drawbacks, but my preliminary
verdict on Windows 7 is positive.

Even in beta form, with some fea-
tures incomplete or imperfect, Win-
dows 7 is, in my view, much better
than Vista, whose sluggishness, an-
noying nag screens, and incompati-
bilities have caused many users to
shun it. It’s also a serious competi-
tor, in features and ease of use, for
Apple’s current Leopard operating
system. (I can’t say yet how it will
compare with Apple’s planned new
release, as I haven’t tried the latter.)

In many respects, Windows 7
isn’t a radical shift from Vista, but is
more of an attempt to fix Vista’s
main flaws. It shares the same un-
derlying architecture, and retains
graphical touches like translucent
Window borders. But it introduces
some key new navigation and
ease-of-use features, plus scores of
small usability and performance im-
provements—too many to list here.

The flashiest departure in Win-
dows7,andonethatmayeventuallyre-
definehowpeopleusecomputers,isits
multi-touch screen navigation. Best
known on Apple’s iPhone, this system

allows you to use your fingers to di-
rectly reposition, resize, and flip
through objects on a screen, such as
windows and photos. It is smart
enoughtodistinguishbetweenvarious
gestures and combinations of fingers.

I haven’t been able to test this
feature extensively yet, because it
requires a new kind of touch-sensi-
tive screen that my laptops lack.

But, even if your current or fu-
ture PC lacks a touch screen, Win-
dows 7 will have plenty of other ben-
efits. The most important may be
speed. In my tests, even the beta ver-
sion of Windows 7 was dramatically
faster than Vista at such tasks as
starting up the computer, waking it
from sleep and launching programs.

And this speed boost wasn’t only
apparent in the preconfigured ma-
chine from Microsoft, but on my own
Sony, which had been a dog using
Vista, even after I tried to streamline
its software. Of course, these speed
gains may be compromised by the
computer makers, if they add lots of
junky software to the machines. Win-
dows 7 is also likely to run well on
much more modest hardware config-
urations than Vista needed.

The familiar Windows taskbar is
more customizable and useful in
Windows 7. The program icons are
larger, and can be “pinned” any-
where along the taskbar for easy, re-
peated use. There are also “jump
lists” that pop out from the icons in
the taskbar and start menu, showing
frequently used or recent actions.

Windows 7 also cuts down on an-
noying warnings and nag screens.
Microsoft notifications have been
consolidated in a single icon at the
right of the taskbar, and you can

now decide under what circum-
stances Windows will warn you be-
fore taking certain actions.

Compatibility with hardware and
software, which was a problem in
Vista, seems far better in Windows
7—evenin thebeta.I triedawidevari-
ety of hardware, including printers,
Web cams, external hard disks and
cameras, and nearly all worked fine.

I also successfully installed and
used popular programs from Mi-
crosoft’s rivals, such as Mozilla Fire-
fox, Adobe Reader, Apple’s iTunes,
and Google’s Picasa. All worked
properly, even though none was de-
signed for Windows 7.

But there are some downsides to
Windows7.First,youwillonly beable
to directly upgrade Vista computers
to the new version. People still using
Windows XP will need to perform a
more cumbersome multi-step pro-
cess. Microsoft is working on a
method to help XP owners preserve
all their data during this process.

Second, Windows 7 will eliminate
some familiar bundled programs
from Windows. Vista’s Mail, Calen-
dar, Photo Gallery, Movie Maker, and
Address Book programs are being re-
moved.Togetsimilar basic,free,pro-
grams, you’ll have to download them
from Microsoft’s Windows Live ser-
vice, or use alternatives from other
companies. Microsoft defends this
move as supporting consumer
choice and better coordination with
Web services, but it does remove
out-of-the-box functionality from
Windows. Still, Windows 7 looks
very promising, and could well help
expunge the bad reputation of Vista.

Email to mossberg@wsj.com.

Departing FCC chief
unveils Comcast inquiry

By Jessica E. Vascellaro

Google Inc. is canceling a pro-
gram to sell print advertising for U.S.
newspapers, saying the effort
wasn’t as effective as it had hoped
and citing the importance of focus-
ing on more promising products.

The Internet company said it will
stop offering ads under the Print
Ads program on Feb. 28. Google’s
service let advertisers buy ads in
more than 800 U.S. newspapers, but
Google never disclosed how much
revenue it generated through the
service.

“While we hoped that Print Ads
would create a new revenue stream
for newspapers and produce more
relevant advertising for consumers,
the product has not created the im-
pact that we—or our partners—
wanted,” wrote Spencer Spinnell, di-
rector of Google Print Ads, on a com-
pany blog post.

The program is one of several ini-
tiatives Google has eliminated as it
braces for tougher economic times.
The company, which recently laid off
100 recruiters, has closed down or
halted development on a service for
saving Web pages, a catalog search
product and a virtual-world service.

Google’s move raises questions
about the future of its other efforts
to sell advertising involving tradi-
tional media, such as radio and TV,
which the company has acknowl-
edged haven’t generated meaning-
ful revenue either. Those efforts are
part of Google’s plan to move beyond
the maturing business of selling text
ads next to search results and into
other forms of online and offline ads.

Online advertising comprises about
97% of its revenue.

A Google spokesman said “noth-
ing is changing” with the radio and
TV programs.

Google started the high-profile
Print Ad program in 2006 as a way to
diversify its business. The system
was modeled after its popular
search-adsystem,allowingadvertis-
ers to bid online for space in an auc-
tion; the winning advertiser paid
Google, which shared the revenue
with the publisher.

At the time, the program got a
cool reception from potential news-
paperpartners,who saw it asreflect-
ing a desire by Google to encroach on
the newspaper business. But Google
argued the program would boost ad-
vertisers’ interest in newspapers by
allowing them to better target their
ads and to manage their campaigns
more seamlessly online.

For many of the newspapers par-
ticipating in Print Ads, the program
was an experiment, and a way to bur-
nish their new-media credentials.
Few of the participants allocated
muchoftheadspaceintheirnewspa-
pers for Google to sell, and the total
revenue for most publishers was
small.

Hundreds of newspaper publish-
ers are participating in a more com-
prehensive program offered by Ya-
hoo Inc. to sell ads on newspaper
Web sites. They are overhauling
their technologyto meshwith the Ya-
hoo system and getting advice from
the Internet company on how to sell
online ad space.
 —Shira Ovide contributed

to this article.

Microsoft says it sold Comcast stake

Windows 7 is a pleasure
Test version preview
is positive, despite
a few drawbacks

TECHNOLOGY JOURNAL

PERSONAL
TECHNOLOGY

By Nick Wingfield

Microsoft Corp. has sold its
stake in Comcast Corp., a move that
underscores how the software com-
pany’s strategic investment in the
U.S. cable-TV operator has grown
less relevant over time.

In a filing Friday with the Securi-
ties and Exchange Commission, Mi-
crosoft disclosed it no longer held
any shares in Philadelphia-based
Comcast. The filing didn’t say when
or for how much Microsoft sold the
Comcast stock.

According to Comcast’s last
proxy statement, Microsoft held
about 150.9 million Class A com-

mon shares, or a 7.26% stake, as of
Dec. 31, 2007. Depending on when
it sold them, Microsoft’s Comcast
shares could have been valued at
as little as $1.97 billion or as much
as $3.4 billion.

Representatives of Microsoft
and Comcast declined to comment
on the share sale.

In 1997, Microsoft, of Redmond,
Wash., invested $1 billion cash in
Comcast to help accelerate the ca-
ble company’s deployment of high-
speed Internet access. Part of the
reason for the investment was to
help Microsoft get its software tech-
nologies into new television set-top
boxes that Comcast and other cable

operators were rolling out to living
rooms. Comcast ultimately didn’t
end up broadly using Microsoft’s
television technology.

Bill Whyman, an analyst at ISI
Group, said Microsoft—with more
than $20 billion in cash and short-
term investments at the end of its
last quarter—doesn’t appear to
need more money. However, Mr.
Whyman speculated that a possi-
ble acquisition of Yahoo Inc.’s
search engine, a deal in which Mi-
crosoft executives have expressed
interest, along with share buy-
backs could increase its need for
capital. “They want to do lots of
things,” Mr. Whyman said.
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An undated 
screenshot shows 
the desktop of the 
Beta version of the 
new Microsoft 
Windows 7 software.

By Amy Schatz

WASHINGTON—Just a few
hours before he officially lost his
job, Republican Federal Communi-
cations Commission Chairman
Kevin Martin announced an inves-
tigation into whether Comcast
Corp. is deliberately degrading its
rivals’ Internet phone services,
suggested fines of upward of
$500,000 against cable compa-
nies in another dispute, and re-
leased a flurry of long-delayed re-
ports.

Since the FCC will now be in
Democratic hands, little of what
Mr. Martin proposed in his last
days—and hours—in office may ac-
tually come to pass. The adminis-
tration of President Barack Obama
hasn’t yet formally announced its
candidate for FCC chairman, al-
though Obama technology adviser
Julius Genachowski has been
picked for the job, people close to
the situation say.

In recent weeks, Mr. Martin’s at-
tention appeared to focus on his
legacy at the U.S. agency. Last Fri-
day, the FCC released a 71-page
glossy report entitled, “Moving
Forward: Driving Investment and
Innovation While Protecting Con-
sumers,” that documented Mr.
Martin’s four years as chairman.
Mr. Martin will join the Aspen In-
stitute think tank as a senior fel-
low while he looks for another job.

Late Monday night, Mr. Martin
announced his decision to levy

about $500,000 in fines against
several cable operators for not
providing enough information in
response to the agency's investiga-
tion into potential price gouging
when moving channels from ana-
log to digital tiers.

Those fines followed Mr. Mar-
tin’s decision on Sunday to launch
a formal investigation into Com-
cast’s Internet phone practices.

Concerns have been raised by
U.S. consumer groups over
whether Comcast is giving prefer-
ential treatment to its Digital
Voice Internet phone service over
competing Internet phone ser-
vices. Consumers using rival Inter-
net phone services could experi-
ence degraded phone quality, con-
sumer groups worry.

A Comcast spokeswoman said
the company has “fully complied”
with the FCC’s order regarding so-
called congestion-management
practices. “We are reviewing the
FCC staff ’s letter,” she said.

Comcast was also one of the ca-
ble operators—along with Time
Warner Cable Inc. and Cablevi-
sion Systems Corp., among others—
hit with the proposed fines for fail-
ing to provide enough information
to the agency for its investigation
into whether cable companies are
improperly moving channels from
analog to digital tiers—leaving
the analog customers without ac-
cess to those channels—without
lowering the analog subscribers'
monthly bills accordingly.
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United Technologies Corp. exec-
utives warned Wednesday that the
company is seeing order deferrals
from emerging-market clients and
said its 2009 guidance could be
“challenged.”

The U.S. company’s aerospace
units have helped to counter-bal-
ance continuing weakness in its Otis
elevator, heating and ventilation op-
erations, where the bulk of deferrals
have been focused amid the down-
turn in construction.

United Tech reaffirmed its 2009
profit guidance of $4.65 to $5.15 a
share. Chief Financial Officer Greg
Hayes told analysts on a conference
call that the Hartford, Conn., con-
glomerate had seen a significant level
of order deferrals from 2008 into this
year, notably in China and Russia.

Relaxation of TV restraints urged
U.K. regulator
would permit merger
of Channel Four

By Aaron O. Patrick

LONDON—The UK’s media regu-
lator Wednesday said it would ease
restraints on struggling commer-
cial broadcasters in a move that
paves the way for a merger between
two of Britain’s largest TV net-
works.

Ofcom, the U.K. broadcasting reg-
ulator, gave its blessing to a number
of long-awaited changes that aim to
shore up a sector hit by declining ad-
vertising revenue. Among the
changes: Britain’s largest commer-
cial television network, ITV PLC,
will be allowed over time to air less

news and shed other public-service
requirements.

Ofcom also recommended that
Britain’s third-ranked network by
ratings, state-owned Channel Four,
be allowed to merge or form a joint
venture with a rival.

The merger recommendation,
which still must be implemented by
the government, opens the door to a
Channel Four tie-up with RTL Group
SA’s Channel Five, which has strug-
gled for years with low profits, or
with the commercial arm of the tax-
payer-funded British Broadcasting
Corp. Analysts see the recommenda-
tions as winning approval.

The report illustrates how grow-
ing competition from cable and the
Internet is forcing European regula-
tors to loosen control of the TV in-
dustry. Britain’s TV advertising mar-
ket has been hit hard by the global
recession, which has exacerbated a

switch in ad spending to the Inter-
net. Revenue from TV ads is ex-
pected to fall 10% this year to £2.9
billion ($3.98 billion), according to
Enders Analysis, a research firm.
Commercial broadcasters in Britain
also have to compete against the
BBC, which has an annual taxpayer-
provided budget of more than £3 bil-
lion and hires many of the country’s
top producers, directors, perform-
ers and journalists.

RTL, owned by Bertelsmann AG,
Europe’s biggest media company by
revenue, sees a merger as a way to
increase its presence in the UK.
Channel Five is currently the fourth-
largest broadcaster after the BBC,
ITV and Channel Four. Channel
Four, for its part, is not generating
enough ad revenue and needs extra
funding, the Ofcom report said. An
RTL spokesman said a merger
would provide a “sustainable solu-

tion for the British broadcasting in-
dustry.”

Spokesmen for Channel Four
and the BBC said in statements they
plan to hold further exploratory
talks about a merger. The govern-
ment, which owns Channel Four,
could reveal its preference as early
as next week, when the minister for
communications, technology and
broadcasting, Lord Stephen Carter,
is scheduled to publish his own re-
port on media regulation.

Under Wednesday’s changes,
channels owned by ITV won’t have
to provide as many entertainment
and news shows geared to regions,
such as Scotland and Wales. RTL
will be required to make fewer
shows in London. That should lower
both companies’ costs. An ITV
spokesman said it was “gratifying”
that Ofcom is acting to quickly
change the broadcasting rules.

News Corp., which owns Dow Jones
& Co., publisher of The Wall Street
Journal, owns a minority stake in
ITV.

ITV shares fell 30 pence in trad-
ing Wednesday on the London Stock
Exhcange, well off its 52-week high
of 80 pence as advertising revenue
declined.

CORPORATE NEWS
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By Mike Barris

Abbott Laboratories posted a
28% jump in fourth-quarter net in-
come, helped by continuing strong
sales of its new Xience stent and Hu-
mira arthritis drug.

Its broad range of businesses
helped to shield Abbott from spend-
ing cutbacks by hospitals and pa-
tients amid the recession.

The maker of drugs and medical
devices reported net income of
$1.54 billion, or 98 cents a share,
compared with $1.2 billion, or 77
cents a share, year earlier.

Net sales rose 10% to $7.95 bil-
lion. Gross margin rose to 60% from
56.2%.

Sales of Abbott’s coronary stents
—which are used to prop open dam-
aged arteries—rose 125%. Abbotts
Xience drug-coated stent, which hit
the U.S. last summer, has quickly
vaulted to a leading position in a re-
bounding market. Abbott said
Xience captured the biggest share
of the U.S. market for drug-eluting
stents, contributing to a 16% in-
crease in medical-products sales in
the quarter.

Abbott net rises
on strong sales
of stents, Humira

United Tech sees
order deferrals
in China, Russia
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Inmate of Louisiana State Penitentiary Jim Young watches Barack Obama's
inauguration as president.

GameStop scores
big by selling used
games. Page 29

Boston landmark is
at center of ‘tranche
warfare.’ Page 30

By Jonathan Kaufman

A
MERICA caught a
glimpse of a hopeful ra-
cial future Tuesday as
millions of blacks and
whites—and the coun-

try’s other growing minority popula-
tions—joined to watch President
Barack Obama’s inauguration.

Following a campaign in which
Mr. Obama rarely addressed Ameri-
ca’s troubled racial history directly,
race emerged as a recurring theme
of the inauguration. The Rev. Rick
Warren, in his invocation, recalled
Martin Luther King Jr. and called
the inauguration of the country’s
first African-American president a
“hinge point” of history.

The Rev. Joseph Lowery, in his
closing prayer, drew laughter when
he mocked racial stereotypes and
prayed for a day “when black will
not be asked to get back, when
brown can stick around, when yel-
low will be mellow, when the red
man can get ahead, man, and when
white will embrace what is right.”

Mr. Obama referred in his inaugu-
ral address to slavery, the Civil War
and segregation, noting that “a man
whose father less than 60 years ago
might not have been served at a lo-
cal restaurant can now stand before

you to take a most sacred oath.”
Crowds watching the speech in

person and in parks, restaurants,
schools and living rooms across the
country remained acutely aware of
the racial challenges still facing the
country—growing income inequal-
ity, the high incarceration rate of
black men, unequal educational op-
portunities and the heavy toll the
economic crisis is taking on blacks
and other minorities. “I still think
we have major race-relations prob-
lems,” said Carol Bell, a nurse who
traveled to Washington from Rock-
ford, Ill., to witness Mr. Obama’s
swearing-in ceremony. “We’re talk-
ing about one person here. There’s
much more work to be done.”

Tuesday, though, people watch-
ing the inauguration leaned toward
optimism. “I feel like I’m part of
America now,” said Margie Ham-
mond, a 57-year-old African-Ameri-
can woman from McBee, S.C., who
traveled to Washington for the cere-
mony. “I feel like I can say ‘God bless
America’ now and truly mean it.”

“The hands that pulled cotton
now pick politicians,” said Betty Ri-
chardson, a 67-year-old black
woman born to sharecroppers in
North Carolina who was watching
from the National Mall.

For many whites, the inaugura-
tion was an emotional moment as
well. In Atlanta, a block from the birth
home of the Dr. King, crowds gath-
ered outside his former church, Eben-
ezer Baptist, in the heart of the his-
toric district honoring the civil-rights
leader, who was assassinated in 1968.

Among a sea of people huddled
against the cold and wind, Ty Her-
rington, a 53-year-old professor from
Georgia Tech, was one of a few whites
seated in front of a giant TV broad-
casting the scene in Washington.

“This is the moment when the
country can change,” she said. “As
someone who was criticized for my
own racial stance [supporting black
rights], this is vindication—not like
for African-Americans—but for
whites who…objected to peo-
ple forcing their bigotry on
you.”

Unlike the inaugurations
of George W. Bush, which
drew largely white specta-
tors, Mr. Obama’s drew a
crowd mixed with blacks
and whites who bantered
and exchanged smiles and
handshakes.

That reflected what
some see as signs of a thaw-
ing in race relations in the
months since Mr. Obama
was elected, and growing optimism
among African-Americans.

On college campuses, some black
administrators say they see a new-
found confidence among black stu-
dents. Black students at elite
schools especially identify with Mr.
Obama and the path he blazed.

“The African-American students—
they’re walking differently,” said
Roger Fisher, a black administrator
at the University of Michigan. “I
write a lot of graduate school recom-
mendations for black students and
they typically apply to schools like
the University of Indiana and Penn

State. Now they are coming to me
saying, ‘I am applying to Stanford,
to Cornell.’ They see themselves as
serving in Obama’s next cabinet—or
being the next Obama.”

Before Mr. Obama’s election, “I
was planning to apply to the Univer-
sity of Miami and the University of
Minnesota for law school,” said
Branden Snyder, a black University of
Michigan senior who before law
school plans to work in Harlem, N.Y.,

with a program that helps
poor children. “Now I am
thinking I could go to Har-
vard. That’s where he
went.”

Black politicians are
widening their horizons,
too. “Somewhere there is
a 35-year-old black lawyer
who lives in a majority
white district who is think-
ing of running for state
senate or Congress be-
cause of what Obama has
done,” said Artur Davis, a

black Democratic congressman
from Alabama who is considering a
run for governor.

The makeup of the crowd re-
flected the transformation and di-
versity of the black community over
the past 50 years—from Harvard
Law School classmates of Mr.
Obama’s whose contributions won
them coveted seats close to the
swearing-in, to 82-year-old Ruby
Golding, who attended the March on
Washington in 1963 to hear Dr.
King’s “I Have a Dream” speech.

“I was so happy I lived to see
some of his dreams come true. I

never thought I’d see this day,” she
said as she was pushed in a wheel-
chair by her 20-year-old grandson
Paul Pennington, who attends the
University of Pennsylvania.

With his reference in his inaugu-
ral address to the country’s “patch-
work heritage” and his assertion that
“we are shaped by every language
and culture, drawn from every end of
this Earth,” Mr. Obama not only re-
flected the country’s racial past but
also its increasingly diverse future.

While the civil-rights movement
has transformed the country, so
have the waves of immigration in
the past 45 years. Latinos now out-
strip African-Americans as the coun-
try’s biggest minority. More than
20% of whites say they have a rela-
tive of a different race. In less than
40 years, according to census projec-
tions, a majority of the country, like
its new president, will be nonwhite.

That diversity was on display
Tuesday as well. After Mr. Obama’s
speech, Albert Williams, 33, the son
of a black father and Korean mother,
walked up the street holding hands
with his wife, Maggie McLain, 28,
who is white and from Alabama.

“We used to get a lot of comments
and stares when we first started go-
ing out,” said Ms. McLain. “When we
go back to Alabama, we still do, espe-
cially from older relatives.”

Mr. Obama’s inauguration, they
hope, will make race in America less of
an issue. But, added Mr. Williams, “it’s
cool to have a mixed-race president.”
 —Melanie Trottman,

Susan Davis and Corey Dade
contributed to this article.

By Gary Fields

ANGOLA, La.—The horses were
grazing, and the rifles were stored
in their armory racks. The inmates
who normally tend crops weren’t
working, so the officers who watch
over them in the fields didn’t need
horses or guns.

Change, at least for a
day, had come to the Loui-
siana State Penitentiary at
Angola, the state’s maxi-
mum-security prison. On
Tuesday, Warden Burl
Cain gave the inmates the
day off to watch Barack
Obama take the oath of of-
fice. It was the first time in
the prison’s history that in-
mates were free to watch a
president being sworn in.

“Most of the guys here face the
reality that a president can’t
change things overnight,” says
Jerry Ward, 43 years old and 19
years into a life sentence for sec-
ond-degree murder, convicted of
shooting a man during a domestic
dispute. At the same time, he says,
“life here is what you make it and
there are rewards for acting like
men should, even here.”

Normally, most of the 5,100 men
here would be somewhere on the
prison’s vast farm, perhaps toiling
in the broccoli or turnip fields.

Angola, a prison for more than
120 years, sits on 7,284 hectares
wedged between the Mississippi
River and the pine-covered Tunica

Hills.
Tuesday, nearly all of

the inmates stood glued to
televisions scattered
throughout the facility.
About 250 of them
squeezed into Angola’s
main activity room broke
into applause and a stand-
ing ovation as Mr. Obama
became the nation’s 44th
president.

More than half the men
in this prison, once known

as one of the most dangerous in
America, are here for killing some-
one. Seventy percent have life sen-
tences and the average sentence for
the remainder is more than 80
years. With few paroles or pardons,
almost all the prisoners will die
here.

That makes President Obama’s
promise of “change” and “hope”
less realistic for the residents of

Angola. Long sentences also com-
plicate Mr. Cain’s job as warden.
How do you entice a man to behave
when he has no compelling reason
to do so? For most, the threat of a

negative recommendation to the
parole or pardon boards is empty.

Ronnie Moran, 50, serving a life
sentence for rape, says he appreci-
ated being able to watch the inaugu-

ration, but doesn’t believe Mr.
Obama’s election will change any-
thing. “Until we decide to put down
the guns and the drugs and stop the
violence, it doesn’t matter that we
have an African-American presi-
dent,” he says. “You can have all the
Barack Obamas in the world.”

Warden Cain nonetheless
seized on the election of an African-
American as president as a teach-
able moment for inmates. Because
the prison he oversees is three-
quarters black, Mr. Cain reasons,
Mr. Obama’s inauguration is espe-
cially potent.

Mr. Cain says he tries to use mo-
ments like this, historic inaugura-
tions and the Martin Luther King
Jr. holiday, as well as privileges for
good behavior, to treat inmates
like humans. “I tell them I can be as
nice as you let me or as mean as
you make me,” he says.

Inmates greet the 66-year-old
man, with his white hair and South-
ern drawl, as an old friend as he
walks through the main prison. He
has argued for years with state offi-
cials that more inmates should get
parole.

Inmates began lining up three
Please turn to page 30

What the audacity of hope looks like from behind bars

Windows 7: Walter S. Mossberg gives a
preview of some of the main features of
Microsoft’s new operating system. Page 28

Inaugural celebration stirs racial optimism
Mood in Washington
parallels the hope
seen across nation

Artur Davis

Burl Cain
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Roche arthritis drug cleared
by EU after a delay in U.S.

BHP to cut 6% of jobs,
shut an Australian mine
Moves may prompt
profit downgrades
ahead of results

CORPORATE NEWS

—Compiled from staff
and wire service reports.

Etablissements Maurel & Prom

The French market watchdog
said it is fining French oil-services
company Etablissements Maurel &
Prom SA, the company’s chairman
and former chief executive a total of
Œ2 million ($2.6 million) in connec-
tion with erroneous information in
a 2005 statement. The markets
watchdog, the AMF, issued the larg-
est fine, Œ1.5 million, to former CEO
Frédéric Boulet, who the AMF said
also engaged in insider trading. The
company will be fined Œ300,000,
and Chairman Jean-François Hénin
will be fined Œ200,000. In a state-
ment in June 2005, Maurel & Prom
failed to give the correct informa-
tion to the public, the AMF said.
Messrs. Boulet and Hénin couldn’t
be reached for comment.

Bank of America Corp.
Bank of America Corp. plans to

make job cuts of 30% to 40% of staff-
ers in its investment-banking and
capital-markets businesses as its
looks to cut costs and combine oper-
ations with Merrill Lynch & Co., ac-
cording to people familiar with the
situation. The cuts, expected to
start this week, include eliminating
600 of the 1,400 investment-bank-
ing jobs at Merrill in the Americas,
these people said. Most of the cuts
are expected to be in the U.S., since
that is the area of greatest overlap
between Bank of America and Mer-
rill, which merged on Jan. 1. A Bank
of America spokesman declined to
comment. The move likely is part of
the 30,000 to 35,000 previously an-
nounced job cuts planned by Bank of
America over the next three years.

GLOBAL BUSINESS BRIEFS

SkyePharma PLC

U.K. drug maker SkyePharma
PLC said the filing to obtain market-
ing approval for its asthma drug
Flutiform in the European Union
has been delayed because of mis-
takes made in a key study. Addi-
tional patients need to be recruited
in an ongoing trial after some pa-
tients were assigned to the wrong
group in the four-armed study be-
cause of a randomization issue, the
London-based company said. Skye-
Pharma said it was notified of this
mistake by its marketing partner,
closely held Mundipharma Interna-
tional Ltd., based in Cambridge, Eng-
land. The company reassured inves-
tors that it won’t be facing addi-
tional costs as a result of this and
that Flutiform remains on track for
a filing in the U.S. in the first quarter
of 2009.

By Ann Zimmerman

Jewelry retailer Zale Corp. said
Rodney Carter, chief financial of-
ficer, resigned effective immedi-
ately. Mr. Carter, 51 years old, has
served in the job since September
2006.

Cindy Gordon, 46, the company’s
controller of the company, will suc-
ceed Mr. Carter on an interim basis
while Zale conducts internal and ex-
ternal searches for a replacement.

Mr. Carter couldn’t be reached to
comment, but a person close to the
company said the board wanted a
chief financial officer with a differ-

ent skill set to help it manage
through this tough period.

The Irving, Texas-based com-
pany has struggled in the economic
downturn, as consumers shunned
discretionary purchases in favor of
basic needs.

The company’s November and
December sales fell 20% from a year
ago, but the company said it saw
sales pick up after Christmas and
into early January.

Zale has posted losses for sev-
eral quarters, as it attempted to
overhaul its inventory, liquidate
slow-selling items and reduce store
clutter.

Zale CFO Carter steps down
as U.S. jewelry market stalls

American International Group
American International Group

Inc. named Monika M. Machon to
succeed its outgoing chief invest-
ment officer, Win Neuger. The com-
pany also confirmed that Mr. Neu-
ger will continue to head AIG’s busi-
ness of managing assets for exter-
nal clients such as pension funds,
which the firm is putting up for sale.
AIG Chief Executive Edward J. Liddy
said the changes will allow AIG to
“proceed quickly and thoughtfully
with the sale of the external-client-
asset-management and life-insur-
ance businesses.” Ms. Machon, who
joined AIG in 1998, has more than 27
years of fixed-income experience in
the U.S. and abroad, AIG said. AIG In-
vestments Senior Managing Direc-
tor Jeffrey J. Hurd, also joined AIG
in 1998, has been named senior vice
president and the head of asset-man-
agement restructuring, which is re-
sponsible for the sale of AIG’s exter-
nal asset-management business.

Air France-KLM SA

Following an initial warning on
operating income Tuesday, Air
France-KLM SA released more de-
tails Wednesday, saying that its op-
erating result for the fiscal third
quarter ending Dec. 31 is likely to be
negative “to the tune of Œ200 mil-
lion” ($258 million). The Franco-
Dutch carrier said that is was “not
in a position at this stage to make
any pronouncement on the operat-
ing income forecasts circulating in
the market” for its fiscal year end-
ing March 31. On Tuesday, Air
France-KLM warned that it expects
to post an operating loss for the
third quarter. Its objective is to gen-
erate a positive operating result for
the full year, the carrier said at the
time, adding that the level of that re-
sult will depend on how the eco-
nomic situation evolves.

By Stephen Bell

BHP Billiton Ltd. said it will cut
around 6% of its global work force,
shut an Australian nickel mine and
cut coal production as it responds to
low commodity prices and the
world-wide economic slowdown.

The moves, which follow similar
cutbacks by BHP’s competitors in-
cluding former takeover target Rio
Tinto PLC, will likely prompt fur-
ther profit downgrades ahead of
BHP’s first-half results next month,
analysts said.

The changes will result in a one-
time cost to BHP of around $500 mil-
lion, most of which relates to a sec-
ond-half charge at the Ravens-
thorpe nickel operation in Western
Australia, said BHP Chief Financial
Officer Alex Vanselow.

Describing the move as a “very
serious” response to the global
downturn, Mr. Vanselow said the
cuts include 2,100 jobs at BHP’s Aus-
tralian nickel unit, most of them
from the Ravensthorpe closure.

Around 550 jobs would be lost in
the U.S., up to 200 at the Olympic
Dam copper-uranium expansion
project in Australia, 2,000 in Chile

base metals and 1,100 in metallurgi-
cal coal in Australia, he said.

BHP will cut coal production in
Australia by 10% to 15%, equivalent
to an annual loss of four million to
six million metric tons of metallurgi-
cal coal.

The Chilean losses relate to
project deferrals, rather than pro-
duction cutbacks, he added.

Mr. Vanselow said BHP remains
confident in China’s longer-term
growth story, while efforts by the
Chinese government to stimulate
the economy should show results in
the medium term.

“Our biggest concern is not
China, which alone is 30% of global
consumption,” he said, adding that
nations in the Organization for Eco-
nomic Cooperation and Develop-
ment, and other developing coun-
tries form “the core of the uncer-
tainty that we are seeing.”

The “risks are to the downside”
forBHPprofitforecasts,saidUBSana-
lyst Glyn Lawcock, given the costs as-
sociatedwithjoblossesandotherone-
time items. Before the report, UBS
had cut its fiscal 2009 earnings esti-
mate for BHP by 11% to $11.8 billion.

The latest moves mean BHP has
announced $3.7 billion in write-
downs at its Australian nickel busi-
ness in the space of several months,
following an earlier $2.1 billion
Ravensthorpe charge in November.
 —Bill Lindsay and Lyndal McFarland

contributed to this article.

DnB NOR ASA

Norway’s DnB NOR ASA said its
fourth-quarter profit after write-
downs and taxes will amount to
just over two billion Norwegian
kroner ($280 million) as a rise in
income helped offset skyrocket-
ing loan losses. The bank Wednes-
day also said it still plans to
strengthen its core capital ratio
without raising equity. Loan
losses surged to between two bil-
lion kroner and 2.5 billion kroner
in the fourth quarter from 725 mil-
lion kroner in the third quarter.
Loan losses now represent 0.7% to
0.8% of total lending on an annual
basis, DnB NOR said. However, the
bank said full-year pretax operat-
ing profit before write-downs is
expected to be well above the
bank’s previous target of 15 billion
kroner.

Elpida Memory Inc.

Japanese semiconductor maker
Elpida Memory Inc. said it is dis-
cussing a merger with three of its
Taiwanese peers, ProMOS Technol-
ogies Inc., Powerchip Semiconduc-
tor Corp. and Rexchip Electronics
Corp. Rexchip is a joint venture be-
tween Elpida and Powerchip. A deal
could help address the glut of DRAM
chips and stem red ink. Taiwan’s gov-
ernment has been pushing for indus-
try consolidation. DRAM chips are
used in personal computers.

GlaxoSmithKline PLC

GlaxoSmithKline PLC received
approval to sell its non-prescription
weight-loss drug Alli in the Euro-
pean Union. The U.K drug maker
plans to launch the drug in all 27 EU
member states and Norway in the
coming months. EU approval had
been widely expected, following a
positive opinion from the European
Medicines Agency in October. Alli
has been available without prescrip-
tion in the U.S. since 2007. It is the
over-the-counter version of weight-
loss drug Xenical, first launched in
1998 by Swiss pharmaceutical com-
pany Roche Holding AG. Undigested
fat is eliminated through bowel
movements, which can cause side ef-
fects such as gas and oily discharge.
In the first nine months of 2008 the
drug generated sales of £45 million
($63 million).

Hypo Real Estate Holding AG

Germany grants more aid
to collateralize securities

Hypo Real Estate Holding AG se-
cured an additional Œ12 billion
($15.46 billion) in loan guarantees
from the German state, bringing its
total government guarantees to Œ42
billion. In October, the Munich
lender, crushed by the subprime
and subsequent credit crises, re-
ceived a Œ50 billion loan from the
government to avert insolvency.
The Hypo Real Estate’s banking
unit, Hypo Real Estate Bank AG, can
use the latest round of loan-guaran-
tee funds from the government’s Fi-
nancial Markets Stabilization Fund
to collateralize debt securities to be
issued that must be due for repay-
ment by June 12. The bank said it
will pay the stabilization fund 0.1%
on the undrawn portion of the new
framework guarantee and an annual
0.5% fee on used guarantees.

Hyundai Motor Co.
South Korea’s Hyundai-Kia auto-

motive group said Wednesday it will
cut executive wages by 10% and other
budgets by 20% this year to ride out
economic uncertainties. “The global
business environments are too uncer-
tain that we have not even drawn up
this year’s business plans,” the com-
pany said. Hyundai Motor Co. and its
39%-owned affiliate Kia Motors
Corp. will cut first-quarter produc-
tion by 30% and 24%, respectively,
compared with a year earlier.

NovartisAG

Novartis AG said Wednesday it
has received approval in Japan to
market four drugs to treat asthma,
cancer, hypertension and blindness.
The Swiss pharmaceutical company
said the approvals covered omali-
zumab, known as Xolair, for treating
severe bronchial asthma in adult pa-
tients and nilotinib, or Tasigna, to
treat certain forms of Philadelphia
chromosome-positive chronic mye-
loid leukemia, a rare form of cancer.
The other approvals are for a new
single-pill combination of valsartan—
known as Diovan—and hydrochlo-
rothiazide for high blood pressure
treatment; and ranibizumab, or Lu-
centis, for patients with wet age-re-
lated macular degeneration, a form
of blindness that affects about
20,000 people in Japan each year.

By Anita Greil

Roche Holding AG received Euro-
pean Union approval to sell its rheu-
matoid-arthritis drug RoActemra,
underlining the drug maker’s
strong position in a sector suffering
from lack of innovation and the loss
on patents of big money-earners.

Roche, based in Basel, Switzer-
land, said the biological drug will be
sold in combination with an older
pill to patients who failed to re-
spond to existing therapies.

RoActemra, which is known as
Actemra in other markets, is
Roche’s most important new drug
launch this year. In December, the
company was dealt a big setback on
Actemra when the U.S. Food and
Drug Administration asked for a

new animal trial and other informa-
tion, delaying its launch in the key
U.S. market by at least 18 months.

Many analysts see Actemra
reaching peak annual sales of
around $2 billion or more.

Actemra was developed by Ja-
pan’s Chugai Pharmaceutical Co.,
which is controlled by Roche, and
Roche owns the rights to sell
Actemra outside Japan.

Many treatments for rheuma-
toid arthritis are already on the mar-
ket, including Rituxan, also known
as MabThera, which is sold by
Roche and its U.S. partner Genen-
tech Inc. But many of these drugs
merely relieve pain, and in some
cases they have severe long-term
side effects, including osteoporosis
and high blood pressure.

Tullow Oil PLC

Tullow Oil PLC raised £402 mil-
lion ($559.7 million) in capital to
strengthen its balance sheet to de-
velop big oil finds in Ghana and
Uganda. The U.K. company said it
sold about 67 million new shares at
600 pence a share, increasing exist-
ing issued share capital by 9.1%. Mer-
rill Lynch International, a subsid-
iary of Bank of America Corp., and
Royal Bank of Scotland Group PLC
subsidiary Hoare Govett Ltd. were
joint bookrunners. Tullow also is on
track to refinance existing debt facil-
ities and expand them to about $2
billion by February from $1.4 billion
currently, Chief Executive Aidan
Heavey said. The share placement
wasn’t a condition for the refinanc-
ing, he said. Evolution Securities an-
alyst Richard Griffith said the share
placement and refinancing remove
all funding doubts about Tullow.
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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.

3.82% 9 World -a % % 154.99 0.41% –41.2% 6.49% 8 U.S. Select Dividend -b % % 502.62 1.88% –37.7%

% Global Dow 975.20 –1.35% –36.8% 1339.31 –1.20% –43.8% 4.78% 12 Infrastructure 1200.40 –1.02% –27.4% 1479.98 –0.87% –35.5%

4.79% 9 Stoxx 600 184.50 –0.64% –39.7% 177.44 –0.92% –46.7% 2.84% 5 Luxury 522.10 –1.37% –42.7% 572.43 –1.23% –49.1%

4.82% 9 Stoxx Large 200 200.50 –0.79% –39.4% 191.78 –1.07% –46.4% 3.01% 6 BRIC 50 227.00 –2.73% –51.0% 279.87 –2.58% –56.5%

4.66% 10 Stoxx Mid 200 161.10 0.12% –40.1% 154.05 –0.16% –47.1% 4.01% 3 Africa 50 521.00 –1.80% –50.2% 427.62 –1.65% –55.7%

4.52% 10 Stoxx Small 200 96.50 0.24% –43.5% 92.26 –0.05% –50.0% 8.47% 4 GCC % % 987.10 –5.24% –64.8%

4.91% 8 Euro Stoxx 202.20 –0.38% –40.6% 194.40 –0.66% –47.5% 4.73% 8 Sustainability 626.70 0.37% –35.2% 684.56 0.57% –42.4%

4.91% 8 Euro Stoxx Large 200 216.60 –0.51% –41.1% 206.97 –0.80% –47.9% 3.04% 10 Islamic Market -a % % 1380.06 0.97% –34.7%

4.87% 9 Euro Stoxx Mid 200 187.00 0.28% –37.2% 178.64 0.00% –44.5% 3.33% 9 Islamic Market 100 1470.20 0.84% –20.6% 1627.82 1.04% –29.5%

5.03% 11 Euro Stoxx Small 200 109.30 0.29% –41.2% 104.31 0.00% –48.0% 3.33% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1082.00 0.57% –58.0% 1192.19 0.28% –62.8% 3.05% 11 Wilshire 5000 % % 8309.17 2.16% –38.3%

7.23% 7 Euro Stoxx Select Div 30 1211.30 0.46% –55.8% 1339.88 0.17% –60.9% % DJ-AIG Commodity 117.50 –0.22% –31.5% 109.83 –0.50% –39.4%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.5452 2.1196 1.3461 0.1847 0.0471 0.2207 0.0177 0.3937 1.9883 0.2669 1.2139 ...

 Canada 1.2729 1.7460 1.1089 0.1521 0.0388 0.1818 0.0145 0.3243 1.6378 0.2198 ... 0.8238

 Denmark 5.7905 7.9428 5.0444 0.6921 0.1764 0.8270 0.0662 1.4753 7.4506 ... 4.5491 3.7473

 Euro 0.7772 1.0661 0.6770 0.0929 0.0237 0.1110 0.0089 0.1980 ... 0.1342 0.6106 0.5030

 Israel 3.9250 5.3839 3.4193 0.4691 0.1196 0.5606 0.0449 ... 5.0503 0.6778 3.0835 2.5401

 Japan 87.5100 120.0375 76.2349 10.4588 2.6662 12.4979 ... 22.2955 112.5991 15.1127 68.7485 56.6321

 Norway 7.0020 9.6046 6.0998 0.8368 0.2133 ... 0.0800 1.7839 9.0095 1.2092 5.5008 4.5313

 Russia 32.8225 45.0226 28.5935 3.9228 ... 4.6876 0.3751 8.3624 42.2327 5.6683 25.7856 21.2411

 Sweden 8.3671 11.4772 7.2890 ... 0.2549 1.1950 0.0956 2.1317 10.7659 1.4450 6.5733 5.4148

 Switzerland 1.1479 1.5746 ... 0.1372 0.0350 0.1639 0.0131 0.2925 1.4770 0.1982 0.9018 0.7429

 U.K. 0.7290 ... 0.6351 0.0871 0.0222 0.1041 0.0083 0.1857 0.9380 0.1259 0.5727 0.4718

 U.S. ... 1.3717 0.8712 0.1195 0.0305 0.1428 0.0114 0.2548 1.2867 0.1727 0.7856 0.6471

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 390.25 6.75 1.76% 816.00 305.50
Soybeans (cents/bu.) CBOT 1020.50 28.50 2.87 1,653.50 779.25
Wheat (cents/bu.) CBOT 571.75 21.75 3.95 1,275.00 471.00
Live cattle (cents/lb.) CME 85.200 –0.150 –0.18% 119.200 82.400
Cocoa ($/ton) ICE-US 2,602 132 5.34 3,228 1,884
Coffee (cents/lb.) ICE-US 117.55 2.65 2.31 181.60 102.15
Sugar (cents/lb.) ICE-US 12.60 0.01 0.08 15.85 9.89
Cotton (cents/lb.) ICE-US 47.23 0.42 0.90 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,809.00 –18 –0.99 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,980 114 6.11 1,986 992
Robusta coffee ($/ton) LIFFE 2,052 72 3.64 2,747 1,580

Copper (cents/lb.) COMEX 143.35 –7.10 –4.72 398.40 125.50
Gold ($/troy oz.) COMEX 850.10 –5.10 –0.60 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1132.50 15.00 1.34 2,122.50 8.50
Aluminum ($/ton) LME 1,362.00 –23.00 –1.66 3,340.00 1,362.00
Tin ($/ton) LME 11,200.00 400.00 3.70 25,450 9,750
Copper ($/ton) LME 3,250.00 –50.00 –1.52 8,811.00 2,815.00
Lead ($/ton) LME 1,120.00 –10.00 –0.88 3,460.00 870.00
Zinc ($/ton) LME 1,192.00 –20.00 –1.65 2,840.00 1,065.00
Nickel ($/ton) LME 11,100 245 2.26 33,600 9,000

Crude oil ($/bbl.) NYMEX 43.55 2.71 6.64 148.35 38.00
Heating oil ($/gal.) NYMEX 1.3802 0.0100 0.73 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.1998 0.0272 2.32 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.750 0.119 2.57 14.169 4.529
Brent crude ($/bbl.) ICE-EU 45.02 1.40 3.21 150.53 38.80
Gas oil ($/ton) ICE-EU 435.50 –17.50 –3.86 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 21
Per In

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

Argentina peso-a 4.4629 0.2241 3.4685 0.2883

Brazil real 3.0340 0.3296 2.3580 0.4241

Canada dollar 1.6378 0.6106 1.2729 0.7856
1-mo. forward 1.6384 0.6104 1.2733 0.7854

3-mos. forward 1.6381 0.6105 1.2731 0.7855
6-mos. forward 1.6364 0.6111 1.2718 0.7863

Chile peso 806.05 0.001241 626.45 0.001596
Colombia peso 2888.51 0.0003462 2244.90 0.0004455

Ecuador US dollar-f 1.2867 0.7772 1 1
Mexico peso-a 17.9499 0.0557 13.9503 0.0717

Peru sol 4.0589 0.2464 3.1545 0.3170
Uruguay peso-e 29.401 0.0340 22.850 0.0438

U.S. dollar 1.2867 0.7772 1 1
Venezuela bolivar 2.76 0.361934 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9883 0.5030 1.5452 0.6472
China yuan 8.7982 0.1137 6.8378 0.1462

Hong Kong dollar 9.9838 0.1002 7.7593 0.1289
India rupee 63.1126 0.0158 49.0500 0.0204

Indonesia rupiah 14411 0.0000694 11200 0.0000893
Japan yen 112.60 0.008881 87.51 0.011427

1-mo. forward 112.54 0.008886 87.46 0.011433
3-mos. forward 112.38 0.008899 87.34 0.011450

6-mos. forward 112.14 0.008918 87.15 0.011475
Malaysia ringgit-c 4.6534 0.2149 3.6165 0.2765

New Zealand dollar 2.4801 0.4032 1.9275 0.5188
Pakistan rupee 102.293 0.0098 79.500 0.0126

Philippines peso 61.118 0.0164 47.500 0.0211
Singapore dollar 1.9388 0.5158 1.5068 0.6637

South Korea won 1762.78 0.0005673 1370.00 0.0007299
Taiwan dollar 43.214 0.02314 33.585 0.02978
Thailand baht 44.938 0.02225 34.925 0.02863

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

Euro zone euro 1 1 0.7772 1.2867

1-mo. forward 1.0006 0.9994 0.7776 1.2859

3-mos. forward 1.0016 0.9984 0.7784 1.2847

6-mos. forward 1.0025 0.9975 0.7792 1.2834

Czech Rep. koruna-b 27.618 0.0362 21.465 0.0466

Denmark krone 7.4506 0.1342 5.7905 0.1727

Hungary forint 284.76 0.003512 221.31 0.004519

Norway krone 9.0095 0.1110 7.0020 0.1428

Poland zloty 4.3406 0.2304 3.3734 0.2964

Russia ruble-d 42.233 0.02368 32.823 0.03047

Sweden krona 10.7659 0.0929 8.3671 0.1195

Switzerland franc 1.4770 0.6770 1.1479 0.8712

1-mo. forward 1.4764 0.6773 1.1474 0.8715

3-mos. forward 1.4748 0.6780 1.1462 0.8724

6-mos. forward 1.4719 0.6794 1.1440 0.8742

Turkey lira 2.1409 0.4671 1.6639 0.6010

U.K. pound 0.9380 1.0661 0.7290 1.3717

1-mo. forward 0.9386 1.0654 0.7295 1.3709

3-mos. forward 0.9387 1.0653 0.7296 1.3707

6-mos. forward 0.9385 1.0655 0.7294 1.3710

MIDDLE EAST/AFRICA

Bahrain dinar 0.4850 2.0618 0.3770 2.6529

Egypt pound-a 7.1155 0.1405 5.5300 0.1808

Israel shekel 5.0503 0.1980 3.9250 0.2548

Jordan dinar 0.9123 1.0962 0.7090 1.4104

Kuwait dinar 0.3701 2.7018 0.2877 3.4764

Lebanon pound 1933.27 0.0005173 1502.50 0.0006656

Saudi Arabia riyal 4.8258 0.2072 3.7505 0.2666

South Africa rand 13.1175 0.0762 10.1947 0.0981

United Arab dirham 4.7260 0.2116 3.6730 0.2723

SDR -f 0.8631 1.1587 0.6708 1.4909

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 600 184.52 –1.18 –0.64% –6.3% –39.7%

 9 DJ Stoxx 50 1916.85 –19.03 –0.98 –7.2% –38.0%

 8 Euro Zone DJ Euro Stoxx 202.16 –0.76 –0.37 –9.3% –40.6%

 8 DJ Euro Stoxx 50 2188.43 –12.37 –0.56 –10.7% –38.8%

 5 Austria ATX 1612.69 –10.81 –0.67 –7.9% –56.2%

 6 Belgium Bel-20 1794.97 –7.77 –0.43 –6.0% –48.1%

 6 Czech Republic PX 784.4 –14.5 –1.81 –8.6% –44.2%

 9 Denmark OMX Copenhagen 231.98 1.87 0.81% 2.6% –38.0%

 8 Finland OMX Helsinki 5102.68 18.64 0.37 –5.6% –46.2%

 7 France CAC-40 2905.57 –19.71 –0.67 –9.7% –37.3%

 9 Germany DAX 4261.15 21.30 0.50 –11.4% –33.8%

 … Hungary BUX 11842.60 57.59 0.49 –3.3% –48.7%

 2 Ireland ISEQ 2192.13 –38.46 –1.72 –6.4% –66.2%

 6 Italy S&P/MIB 17684 –340 –1.89 –9.1% –46.3%

 4 Netherlands AEX 237.71 –2.40 –1.00 –3.3% –43.0%

 6 Norway All-Shares 271.28 2.03 0.75 0.4% –39.0%

 17 Poland WIG 25628.79 325.33 1.29 –5.9% –43.5%

 10 Portugal PSI 20 6224.03 –70.28 –1.12 –1.8% –41.7%

 … Russia RTSI 530.09 15.80 3.1% –16.1% –72.0%

 7 Spain IBEX 35 8230.7 –45.8 –0.55% –10.5% –32.8%

 15 Sweden OMX Stockholm 190.88 4.48 2.40 –6.5% –36.2%

 11 Switzerland SMI 5304.17 –16.83 –0.32 –4.2% –27.9%

 … Turkey ISE National 100 24736.12 21.38 0.09 –7.9% –41.9%

 8 U.K. FTSE 100 4059.88 –31.52 –0.77 –8.4% –27.6%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.88 –0.24 –0.28 –7.2% –37.1%

 … Australia SPX/ASX 200 3442.8 –33.8 –0.97 –7.5% –36.4%

 … China CBN 600 16511.00 –46.82 –0.28 11.8% –57.8%

 8 Hong Kong Hang Seng 12583.63 –376.14 –2.90 –12.5% –47.8%

 10 India Sensex 8779.17 –321.38 –3.53 –9.0% –50.1%

 … Japan Nikkei Stock Average 7901.64 –164.15 –2.04 –10.8% –38.4%

 … Singapore Straits Times 1704.52 –18.85 –1.09 –3.2% –42.9%

 11 South Korea Kospi 1103.61 –23.20 –2.06 –1.9% –32.2%

 9 AMERICAS DJ Americas 206.17 2.87 1.41 –8.8% –37.4%

 … Brazil Bovespa 38376.23 1104.16 2.96 2.2% –28.3%

 11 Mexico IPC 19334.47 121.45 0.63 –13.6% –27.5%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 20, 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* 203.94 –4.18%–49.4% –49.4%

3.80% 11 World (Developed Markets) 822.62 –4.30%–48.2% –48.2%

3.40% 11 World ex-EMU 97.14 –4.39%–46.3% –46.3%

3.70% 11 World ex-UK 825.73 –4.31%–47.3% –47.3%

4.80% 9 EAFE 1,102.84 –3.18%–51.1% –51.1%

4.10% 8 Emerging Markets (EM) 517.54 –3.05%–58.5% –58.5%

5.40% 8 EUROPE 64.98 –2.07%–49.0% –49.0%

6.20% 7 EMU 120.35 –3.84%–57.0% –57.0%

5.60% 9 Europe ex-UK 71.69 –1.87%–48.6% –48.6%

7.40% 6 Europe Value 69.46 –3.07%–54.2% –54.2%

3.60% 11 Europe Growth 58.85 –1.18%–43.7% –43.7%

5.40% 7 Europe Small Cap 98.81 –2.29%–54.1% –54.1%

4.50% 4 EM Europe 143.17 –0.98%–70.2% –70.2%

5.10% 6 UK 1,211.44 –0.47%–36.9% –36.9%

5.60% 8 Nordic Countries 92.82 –3.05%–55.0% –55.0%

3.50% 3 Russia 354.42 –2.60%–76.4% –76.4%

4.50% 10 South Africa 546.43 –0.88%–23.4% –23.4%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 225.72 –3.19%–57.4% –57.4%

2.80% 12 Japan 496.79 –1.53%–47.2% –47.2%

3.10% 10 China 36.82 –2.20%–56.9% –56.9%

1.80% 10 India 350.20 –2.30%–59.0% –59.0%

2.70% 9 Korea 309.36 –2.31%–40.2% –40.2%

8.50% 8 Taiwan 159.21 –3.07%–52.3% –52.3%

2.80% 15 US BROAD MARKET 877.75 –5.49%–45.0% –45.0%

2.20% 53 US Small Cap 1,095.73 –6.79%–44.8% –44.8%

4.00% 9 EM LATIN AMERICA 1,973.58 –4.63%–55.1% –55.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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China plans major revamp
of its health-care system

Israel completes Gaza pullout

Donors boost effort to wipe out polio
Germany, U.K. and Gates foundation pledge funds as uptick in cases triggers worries that disease will spread

A health worker administers polio vaccines to children during a disease-fighting campaign in Kabul, Afghanistan, in October.

Israel pulled its last soldiers out
of the Gaza Strip early Wednesday
and began sending reservists home,
winding down its three-week offen-
sive against Hamas but warning it
would respond to any new rocket
strikes.

“We’ve redeployed on our side of

the frontier,” said Mark Regev, a
spokesman for Israeli Prime Minister
Ehud Olmert. Israeli forces “are in a
state of readiness. If Hamas breaks
the cease-fire, we reserve the right to
act to protect our people.”

As Israel pulled the last of its
forces out, aid groups in Gaza said Is-
rael and Egypt still aren’t allowing suf-
ficient numbers of aid trucks across
the borders. About 100 aid trucks
were allowed into Gaza Wednesday,
according to John Ging, the top
United Nations official in Gaza. That’s
the same number of trucks Israel let
in during the war, and far short of
what is needed, he said.

“It is wholly and totally inade-
quate,” Mr. Ging said. “There is no
way we can talk of a recovery unless
we can get hundreds of trucks a day
into Gaza.”

Weekend cease-fires declared by
Israel and Hamas, the militant group
that rules Gaza, held for its third full
day. But Gaza City’s 400,000 resi-
dents woke up Wednesday morning

to the boom of dozens of artillery
shells fired from Israeli gunships off
the coast. The Israeli military said
the shells were warning shots, warn-
ing Palestinian fishermen from ven-
turing too far offshore. The shells
splashed down into the waves, with
no reported injuries.

Hamas security forces have re-
turned to the streets in their uni-
forms, which they shed in the first

days of the Israeli airstrikes.
In north Gaza City, four Hamas

police officers in blue camouflage
patrolled a street corner but re-
mained under the branches of a
leafy tree, out of sight of the Israel
aerial drones that constantly buzz
overhead. “The Israelis are pulling
out, but we still might be targeted,”
said one of the four officers.

Israel has said it won’t negotiate
with Hamas, which it and the U.S. des-
ignate a terrorist organization. In an-
nouncing a unilateral cease-fire Sat-
urday night, Israeli officials said they
had won assurances of international
support to monitor and prevent
smuggling of arms into Gaza.

Amos Gilad, Israel’s envoy to
Egyptian-brokered talks aimed at
formalizing a more-lasting peace be-
tween the two sides, said in an inter-
view with Israel Radio that the mili-
tary was monitoring the Egyptian-
Gaza border area to ensure that
weapons smuggling to Hamas
doesn’t resume.

At the same time, Israel said it is
investigating allegations its army
used of white phosphorous shells in
civilian areas. While the chemical
isn’t illegal if used to create battle-
field smoke screens, use of white
phosphorus munitions near civil-
ians is a violation of international
law.

On Wednesday in Gaza, just a
few hundred meters from Mr. Ging,
chunks of white phosphorous were
still smoldering in the warehouse of
the U.N. Refugee and Works Agency,
whose Gaza operations he directs.
The building had been struck by Is-
raeli artillery shells, sending hun-
dreds of tons of food and medicine
aid up in flames.

Israeli officials have said that its
forces were responding to hostile
fire and that the incident is under in-
vestigation.

Last week, Israeli army Chief of
Staff Gabi Ashkenazi denied Israel
used the agent. Army spokesmen de-
clined to comment during the offen-
sive on whether the chemical was
used, instead insisting that Israel
uses its weapons in according to in-
ternational law.

ECONOMY & POLITICS

By Robert A. Guth

And Jacob Goldstein

SAN DIEGO, Calif.—The govern-
ments of Germany and the United
Kingdom and charities including
the Bill & Melinda Gates Foundation
pledged $635 million toward eradi-
cating polio, in a major boost of
funding that shows how tricky and
expensive it can be to wipe out a dis-
ease.

The Gates Foundation pledged
$255 million while the governments
of Germany and the U.K. will to-
gether donate a total of $280 mil-
lion. Rotary International said its
members will raise $100 million
over the next three years toward the
effort. Rotary has been a longtime
advocate for eradicating polio, rais-
ing funds and deploying volunteers
to inoculate people.

The money will ultimately be
used by the World Health Organiza-
tion and Unicef, adding to funds
from other countries and philan-
thropies. The money will be focused
on the four countries where polio re-
mains endemic: Nigeria, Afghani-
stan, India and Pakistan.

The grants add to the roughly $6
billion spent on polio eradication
since 1988, when the WHO and part-
ners launched an effort to wipe out
the crippling disease. But the large
new influx of funding shows the
challenges in completely eliminat-
ing an infectious disease.

The polio vaccine was first cre-
ated in the 1950s and the disease
was quickly killed off in the U.S. and
many parts of the world. Strong
gains against polio continued
through the 1990s, but an uptick

last year in the number of reported
cases has health officials and do-
nors concerned that it could re-in-
fect parts of the world.

That has sparked a fresh round
of donations and an effort to work
more closely with countries that
still have polio. “The idea that this
can be easily controlled now is a
false premise,” said Bruce Aylward,
director of the WHO’s polio-eradica-
tion program.

The eradication of smallpox in
the late 1970s was one of the great
achievements in global public
health. In 1988, the WHO and part-
ners launched an effort to kill off
polio, setting the year 2000 as a
goal. The goal was nearly achieved,
with the number of reported cases
in recent years reduced to hun-
dreds from 350,000 cases in 1988.
But in 2003, leaders in Nigeria
called for a stop to vaccination ef-

forts and some residents grew
skeptical of health workers and re-
fused to have their children vacci-
nated. Vaccination efforts in the Af-
rican country have since been re-
started.

Meanwhile, in parts of northern
India typical vaccine regimens
weren’t sufficient to confer immu-
nity. And in Pakistan and Afghani-
stan, inoculation efforts were ham-
pered by terrain and conflict.

The upshot was that in 2008 the
numbers of reported cases started
to climb back up, driven by epidem-
ics in parts of Africa and Asia. At the
end of 2008 there were about 1,600
reported cases. “You have to get rid
of this every single place on earth,
all at the same time,” said Scott Bar-
rett of the Johns Hopkins School of
Advanced International Studies.
“The probability of success is never
going to be 100%.”

Money remains a factor: Health
officials said an additional $350 mil-
lion is still needed in 2009 and 2010
to support the eradication efforts.
But the core challenge is how to inoc-
ulate hundreds of millions of chil-
dren. The new money will be used to
support national immunization
days in the countries and provide ex-
tra vaccines to children in high-risk
areas. Inoculations will focus on chil-
dren under five years old. Donations
will also go into vaccine research
and finding new ways to measure po-
lio outbreaks, officials at the organi-
zations said.

Meanwhile, global health organi-
zations and their donors will need
to work with leaders in endemic
countries to remove obstacles in
health workers’ way. The new fund-
ing is being combined with visits by
Mr. Gates and polio experts to India—
where they traveled in November—
and Nigeria to work with political
and religious leaders on ways to im-
prove inoculation work.

“In 2008 there were some set-
backs,” said Bill Gates, co-chair-
man of the Bill & Melinda Gates
Foundation. “In 2009 we’re going
to get those turned in the other di-
rection.”

By Gordon Fairclough

SHANGHAI—China’s govern-
ment said it will spend more than
$120 billion over the next three
years to repair the nation’s health-
care system by expanding insurance
coverage, revamping public hospi-
tals and improving access to medi-
cal treatment.

The State Council, the Chinese
government’s equivalent of a cabi-
net, which announced the plan
Wednesday, said its goal is to extend
medical insurance to 90% of the pop-
ulation by 2011 and make “basic
health-care services” available to
all of China’s 1.3 billion citizens.

The government aims to do that
in part by putting in place a network
of hospitals, clinics and community
health-care centers covering both
rural and urban areas. The govern-
ment also intends to improve cover-
age by increasing subsidies for in-
surance premiums.

Many Chinese have no health in-
surance, and the country’s current
pay-as-you-go approach often
means that when people run out of
money they can no longer receive
treatment, even for serious ill-
nesses and sometimes for basic
care. The failings of the health-care
system have stirred significant pub-
lic discontent.

The lack of health insurance and

affordable treatment options, cou-
pled with China’s overall weak so-
cial safety net, have discouraged Chi-
nese people from spending their
money rather than save it.

That has been a drag on efforts
by the Chinese government to boost
domestic consumption and make
the economy less reliant on exports
for growth. Broad insurance cover-
age could, over time, start to shift
the balance in China away from sav-
ings and toward more consumption,
economists say.

William Hsiao, a Harvard Univer-
sity health economist, cautioned that
unless the government is able to ad-
dress problems in the hospital sys-
tem, it won’t necessarily lead to the
desired improvements in health care.

As China shifted from central
planning to a market economy in the
late 1980s, it sharply cut public ser-
vices and essentially privatized medi-
cal care. Public hospitals are pressed
to operate as for-profit businesses
and push drugs and tests in order to
boost their income, critics say.

To rein in costs, the government
is working to strengthen its control
over drugs to be covered by insur-
ance. That would limit the ability of
hospitals and doctors to earn money
from drug sales and force them to
rely upon fees for medical services.
 —Ellen Zhu contributed

to this article.
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Hamas security
forces have returned
to the streets in
their uniforms.

By Charles Levinson in Gaza
City and Joshua Mitnick in Tel
Aviv
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 29.80 $25.79 0.77 3.08%
Alcoa AA 38.40 8.56 0.21 2.51%
AmExpress AXP 20.50 16.87 1.27 8.14%
BankAm BAC 412.50 6.68 1.58 30.98%
Boeing BA 6.40 42.27 1.91 4.73%
Caterpillar CAT 9.80 39.55 1.23 3.21%
Chevron CVX 13.90 71.23 2.92 4.27%
Citigroup C 287.10 3.67 0.87 31.07%
CocaCola KO 10.90 43.29 0.41 0.96%
Disney DIS 15.60 21.23 0.99 4.89%
DuPont DD 6.80 24.48 1.16 4.97%
ExxonMobil XOM 39.30 79.26 2.97 3.89%
GenElec GE 136.30 13.03 0.10 0.77%
GenMotor GM 12.50 3.53 0.03 0.86%
HewlettPk HPQ 16.40 35.11 1.77 5.31%
HomeDpt HD 18.50 22.28 0.29 1.32%
Intel INTC 50.00 13.26 0.40 3.11%
IBM IBM 23.70 91.42 9.44 11.52%
JPMorgChas JPM 125.70 22.63 4.54 25.10%
JohnsJohns JNJ 18.70 56.36 –0.39 –0.69%
KftFoods KFT 22.50 28.33 0.11 0.39%
McDonalds MCD 9.50 58.70 1.63 2.86%
Merck MRK 15.90 27.57 –0.32 –1.15%
Microsoft MSFT 61.20 19.38 0.90 4.87%
Pfizer PFE 38.00 17.48 0.28 1.63%
ProctGamb PG 16.70 57.57 0.54 0.95%
3M MMM 5.30 54.24 0.32 0.59%
UnitedTech UTX 11.50 49.25 –0.11 –0.22%
Verizon VZ 15.90 30.90 1.03 3.45%
WalMart WMT 37.70 49.14 –1.42 –2.81%

Dow Jones Industrial Average P/E: 18
LAST: 8228.10 s 279.01, or 3.51%

YEAR TO DATE: t 548.29, or 6.2%

OVER 52 WEEKS t 4,042.07, or 32.9%

 Note: Price-to-earnings ratios are for trailing 12 months
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WSJ.com/Online Today

Behind Europe’s deals: Bank revenue rankings, France
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

Calyon $248 8.6% 10% 26% 25% 38%

BNP Paribas 234 8.2% 3% 31% 33% 32%

SG Corporate & Investment Bank 217 7.6% 2% 31% 22% 45%

JPMorgan 203 7.1% 37% 9% 43% 11%

RBS 161 5.6% 8% 23% 9% 61%

Morgan Stanley 157 5.5% 54% 2% 43% 1%

Merrill Lynch 147 5.1% 29% 22% 49% …%

Rothschild 127 4.4% 1% …% 99% …%

Natixis 108 3.8% …% 36% 7% 58%

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

TDC A/S 237 –5 –17 –37 TUI AG "1,177" 42 189 143

AXA 140 –5 –8 –70 Enel 570 44 83 –10

Allied Domecq  274 –4 –4 –43 Thomson "1,715" 45 33 –316

Natl Grid Electricity Transmission  212 –3 6 –31 Fiat 979 47 73 14

ENI  96 –3 –5 –43 Gas Nat SDG 332 47 72 34

3i Gp  968 –1 –6 –52 Smurfit Kappa Fdg  932 50 104 –55

SNS Bk  471 –1 ... –12 Norske Skogindustrier  "1,337" 66 168 44

Glaxosmithkline  91 –1 2 –18 Corus Group  "1,277" 90 131 128

Unilever  63 –1 –2 –16 Gecina "1,424" 98 68 –194

Invensys  294 –1 14 –46 Rhodia "1,353" 98 199 104

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $6.8 0.13 21.36% –95.9% –97.4%

L.M. Ericsson Tel B Sweden Telecom Equipment 22.3 62.60 11.79 –8.5 –52.0

Soc. Generale France Banks 20.3 27.18 10.29 –63.3 –71.8

UBS Switzerland Banks 32.8 12.82 8.55 –67.1 –78.3

HSBC Hldgs U.K. Banks 85.1 5.16 6.29 –31.7 –44.5

Barclays U.K. Banks $7.6 0.66 –9.33% –85.1 –88.5

Intesa Sanpaolo Italy Banks 33.0 2.16 –5.26 –53.0 –52.0

GlaxoSmithKline U.K. Pharmaceuticals 97.1 12.38 –4.37 2.4 –13.9

Royal Dutch Shell U.K. Integrated Oil & Gas 81.8 17.91 –3.97 –23.2 –32.9

Novartis Switzerland Pharmaceuticals 119.7 51.95 –3.17 –6.7 –26.5

...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

Deutsche Bk 13.0 17.65 3.92% –75.8% –78.7%
Germany (Banks)
Koninklijke Philips 17.1 13.16 3.91 –46.5 –50.1
Netherlands (Consumer Electronics)
ABB 28.4 14.02 3.62 –41.6 5.7
Switzerland (Industrial Machinery)
Siemens 52.3 44.45 3.52 –46.0 –37.7
Germany (Diversified Industrials)
AXA 33.6 12.50 3.43 –43.2 –52.7
France (Full Line Insurance)
SAP 42.1 26.69 2.89 –10.9 –34.1
Germany (Software)
Credit Suisse Grp 24.5 23.70 2.60 –56.6 –67.1
Switzerland (Banks)
Rio Tinto 20.8 15.10 2.37 –63.7 –48.9
U.K. (General Mining)
ArcelorMittal 32.5 17.41 1.87 –55.5 ...
Luxembourg (Iron & Steel)
BHP Billiton 35.7 11.65 1.04 –8.3 11.2
U.K. (General Mining)
BNP Paribas 28.1 23.95 1.01 –62.3 –65.5
France (Banks)
BASF 27.2 23.01 0.70 –42.8 –26.8
Germany (Commodity Chemicals)
Anglo Amer 24.2 13.15 0.69 –48.4 –37.4
U.K. (General Mining)
Bayer 41.7 42.37 0.40 –18.3 24.3
Germany (Specialty Chemicals)
Allianz SE 35.1 60.32 0.38 –45.8 –52.6
Germany (Full Line Insurance)
Banco Santander 55.5 5.39 0.37 –48.7 –48.6
Spain (Banks)
Nokia 50.1 10.23 0.29 –50.6 –32.3
Finland (Telecom Equipment)
Tesco 37.9 3.51 0.17 –14.8 12.8
U.K. (Food Retailers & Wholesalers)
Roche Hldg Pt. Ct. 104.1 170.00 –0.18 –10.9 –13.5
Switzerland (Pharmaceuticals)
Daimler 28.2 22.71 –0.39 –52.9 –49.9
Germany (Automobiles)

UniCredit 23.0 1.34 –0.67% –72.3% –76.3%
Italy (Banks)
Nestle 135.7 40.64 –0.73 –11.3 8.9
Switzerland (Food Products)
Unilever 39.7 17.98 –0.75 –13.9 –4.9
Netherlands (Food Products)
Deutsche Telekom 58.0 10.32 –0.82 –20.9 –20.1
Germany (Mobile Telecom)
E.ON 63.6 24.70 –1.00 –37.6 –12.0
Germany (Multiutilities)
Telefonica 89.5 14.77 –1.07 –22.3 19.2
Spain (Fixed Line Telecom)
Diageo 35.1 9.26 –1.39 –3.5 10.7
U.K. (Distillers & Vintners)
France Telecom 64.0 19.01 –1.45 –15.7 1.3
France (Fixed Line Telecom)
Iberdrola 38.6 6.00 –1.48 –23.0 4.6
Spain (Conventional Electricity)
British Amer Tob 50.3 18.10 –1.84 6.0 42.1
U.K. (Tobacco)
Assicurazioni Genli 30.7 16.89 –1.86 –39.9 –33.9
Italy (Full Line Insurance)
ING Groep 14.1 5.28 –1.88 –74.8 –81.6
Netherlands (Life Insurance)
Banco Bilbao Vizcaya 31.5 6.52 –1.95 –50.1 –58.1
Spain (Banks)
Astrazeneca 54.9 27.48 –2.03 26.4 2.8
U.K. (Pharmaceuticals)
Total 110.3 36.12 –2.11 –22.8 –33.4
France (Integrated Oil & Gas)
BP 137.9 4.86 –2.46 –3.5 –26.5
U.K. (Integrated Oil & Gas)
Vodafone Grp 106.2 1.33 –2.82 –19.6 11.0
U.K. (Mobile Telecom)
ENI 83.6 16.21 –2.93 –22.4 –32.3
Italy (Integrated Oil & Gas)
GDF Suez 86.0 30.48 –3.02 –9.5 19.4
France (Multiutilities)
Sanofi-Aventis 80.3 47.42 –3.12 –13.9 –35.6
France (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.68% 1.41% 3.1% 1.7% -4.1%
Event Driven 0.84% 2.11% -10.4% 1.6% -24.1%
Distressed Securities -1.81% -3.10% -20.5% -3.4% -37.1%

*Estimates as of 01/20/09, 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 1.71 97.75% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.92 93.06 0.02 5.57 2.16 3.71

Europe Crossover: 10/1 10.20 85.24 0.06 11.20 5.74 8.75

Asia ex-Japan IG: 10/1 3.28 94.62 0.02 6.63 1.99 3.58

Japan: 10/1 3.03 93.35 0.02 3.75 1.58 2.65

 Note: Data as of January 20

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

In percentage points

10.00

7.50

5.00

2.50

0
t

Europe Senior Financials

t

Europe Crossover

Aug. Sept. Oct. Nov.
2009

Dec. Jan.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

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

BEIJING—As the Obama admin-
istration wrestles with trouble
spots around the world, it is likely
to see China as an oasis of calm.
That could be deceptive.

Although ties with China have ar-
guably never been more stable in
the 30 years since the two countries
resumed diplomatic ties, a host of
economic and political issues are
likely to surface in the coming
months. In China, a deteriorating
economic situation could increase
pressure to further widen the
record trade surplus with the U.S.;
while in Washington, the trade defi-
cit, as well as lingering concerns
about food and product safety,
could spur calls for action against
China.

“The evidence is overwhelming
that there will be a problem,” says
Derek Scissors of the Heritage Foun-
dation, a conservative think tank in
Washington. “I would be shocked if
Congress didn’t take action target-
ing China by the summer.”

That isn’t to say that the two
countries face a full-blown crisis.
Under former President George W.
Bush, U.S.-China relations were rela-
tively smooth compared with Wash-
ington’s troubles in the Middle East
and Europe. Even so, Mr. Bush’s ad-
ministration did create friction
with Beijing by ratcheting up trade
enforcement actions, under U.S. law
and at the World Trade Organiza-
tion in Geneva. During the recent
presidential battle, China wasn’t a
major campaign issue—a sharp
change, for example, from 1992,
when candidate Bill Clinton ac-
cused President George H.W. Bush
of “coddling” Beijing’s leaders.

“In the big picture not too much
separates us,” says Shen Dingli, a
professor of international relations
at Fudan University in Shanghai.
“But there are many little issues
that could become serious if they
are not managed properly.”

The main problem is economic.
Over the past few months, China’s
trade surplus with the U.S. has con-
tinued to grow, spurred in part by
new measures in China to boost ex-
ports. In addition, the Chinese cur-
rency is no longer appreciating
against the dollar—something seen
in Washington as a measure that

could reduce the surplus—and talk
in Beijing, if anything, is for a deval-
uation of its currency.

Trade skeptics remain powerful
in the U.S. Congress. Critics of
China are threatening to push legis-
lation that would toughen enforce-
ment of trade rules, amid concerns
that American companies
are at a disadvantage in the
global marketplace.
There’s also wide concern
about the safety of con-
sumer products made out-
side the U.S., especially in
China.

How that translates into
U.S.-China relations isn’t
yet clear. But Mr. Obama
ran for office in 2008 as a
trade skeptic, and his ad-
ministration is expected to
be less supportive of unfet-
tered free trade than the Clinton
and Bush administrations.

hinese media have begun warn-
ing about this risk, with the Securi-
ties Times Tuesday saying that
China must “stay on the alert”
against protectionism.

Overall, public discussion in
China about the new administra-
tion has been upbeat. Chinese me-
dia have said President Obama will
follow a pragmatic policy toward
China and few expect major confron-
tations. On Wednesday, the govern-
ment-run China Daily said stronger
ties with China were the most “pre-
cious legacy” of the Bush years and
warned the new president not to dis-
card it by following a “whatever-
not-Bush” policy.

China’s military had already ex-
pressed this sentiment Tuesday,
with officials saying in a news con-
ference that they hope to restore
ties with the U.S. military—severed
since U.S. arms sales to longtime ri-

val Taiwan.
“In this new period we hope that

both China and the U.S. could make
joint efforts to create favorable con-
ditions and improve and promote
military-to-military relations,” min-
istry of defense spokesman Col. Hu
Changming told reporters. But, in
an apparent reference to the arms
sales, he added, “We call on the U.S.
to remove the obstacles to the
growth of military relations be-
tween the two countries and to cre-
ate favorable conditions for the
healthy growth of military rela-
tions.”

Although Taiwan is likely to re-
main a sticky area, Washington and
Beijing could become partners in
solving other global problems, says
Scott Kennedy, a professor at Indi-
ana University. Unlike the Bush ad-
ministration, the new team in Wash-
ington is likely to be less skeptical
of global initiatives, such as combat-
ing global warming. In doing so, it is
likely to call on China to take a more
active role than it currently has.
“With a changing of the guard in

Washington, China has the
opportunity—and chal-
lenge—of doing much
more,” he said.

Obama aides say the
new White House will
likely continue the Bush ad-
ministration’s “strategic di-
alogue” with China, which
focuses on economic and
security issues. They say
Mr. Obama’s team will
press China on promoting
human rights and demo-
cratic freedoms.

“The Obama administration will
seek to expand areas of cooperation
with China, while also managing
our differences and strengthening
our ability to compete in the 21st
century,” Hillary Clinton, Mr.
Obama’s secretary of state desig-
nate, said in written testimony to
Congress last week.

Senior Bush officials say one
piece of unfinished business is de-
veloping regular contacts with the
People’s Liberation Army to discuss
North Korea and China’s military
doctine. They say U.S. overtures
have been largely rebuked.

“On military-to-military cooper-
ation, we haven’t found the for-
mula” for success, said Dennis
Wilder, the Bush White House’s se-
nior director for Asian affairs.
“We’re not there yet.”
 —Shai Oster in Beijing

and Greg Hitt
and Jay Solomon in Washington

contributed to this article.

U.K. aids Olympic venues
as private funding dries up

China could test Obama
Several thorny issues
such as trade, yuan
are likely to arise

Banks seek role in infrastructure

U.A.E. clamps down
on press amid downturn

Barack Obama

By Mirna Sleiman

DUBAI—The government of the
United Arab Emirates is tightening its
media laws amid a slew of negative
headlines about the country’s econ-
omy and corporate scandals in Dubai.

The Persian Gulf state’s Federal
National Council passed the draft of a
new media law on Tuesday, replacing
the 28-year-old Publications Law,
said Ibrahim Al Abed, director gen-
eral of the National Media Council.

The council, the government
arm responsible for media affairs,
had presented the draft over a year
ago. It now needs to be approved by
the cabinet and U.A.E. President
Sheikh Khalifa Bin Zayed Al Nahyan,
who is also the ruler of Abu Dhabi.

The law threatens to fine anyone
who knowingly publishes informa-
tion that damages the U.A.E.’s repu-
tation or harms its economy. Poten-
tial fines range from 50,000 U.A.E.
dirhams ($13,600) for minor viola-
tions to as much as one million
dirhams for criticizing the ruling
family.

While the proposed law protects
journalists from imprisonment for
carrying out their duties, the gov-
ernment plans to fine journalists up
to 200,000 dirhams if they name sus-
pects under investigation in the
emirate, according to the draft.

The 45-article law follows a slow-
down in the country’s economy and
a series of negative headlines about
the effects of the world financial cri-
sis and corporate scandals involving
top executives in banks and real-es-
tate companies in Dubai, the U.A.E.’s
commercial and tourism hub.

“The new laws do nothing to ad-

vance the cause of press freedom in
the U.A.E.,” said Frank Kane, former
business editor of the U.K.’s Ob-
server newspaper and now an inde-
pendent media consultant in the
U.A.E. “Business journalism is espe-
cially constrained by the restric-
tions on coverage of economic and fi-
nancial news.”

Officials close to the govern-
ment played down concerns it
would crimp media freedoms.
“News agencies and reporters need

not to worry as long as they’re do-
ing a professional job,” said Abdula-
tif Al Sayegh, chief executive officer
at government-owned Arab Media
Group.

“The U.A.E. government will
support the media and be assured
that whatever is in the new law will
benefit the country and its peo-
ple,” Mr. Al Sayegh said, adding
that the government has the right
to protect itself against those jour-
nalists or publications who have
their own agendas.

Mr. Al Sayegh said the draft law
will pass through another phase of
screening and consultations before
it is approved. It isn’t clear whether
the new law, once approved, will
govern U.A.E. media free zones such
as Dubai Media City.

ECONOMY & POLITICS
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LONDON—The British govern-
ment released £461 million ($651
million) in public funds Wednesday
to bail out two key venues for the
2012 London Olympics in the face
of the global economic downturn.

The government dipped into the
Olympic contingency fund to allo-
cate an extra £326 million for con-
struction of the athletes’ village
and £135 million for the interna-
tional media center. Both projects
have been hit by a shortfall in pri-
vate funding due to the credit cri-
sis.

“The village and media centers
are absolutely essential to a suc-
cessful London Games,” Olympics
Minister Tessa Jowell said. “With
private-sector funding now much
more difficult to secure because of
the global economic downturn, it is
right that we take steps to safe-
guard these projects,” she said.

Ms. Jowell said the Games’ over-
all £9.3 billion budget for construc-
tion, infrastructure and regenera-
tion remains unchanged, and the
contingency fund is sufficient to
cover any remaining risks. “We are
determined to deliver the Games
within budget,” she said.

Construction started last sum-
mer on the Olympic stadium, aquat-
ics center and athletes’ village.

The extra £326 million for the vil-
lage includes the £95 million re-
leased for the £1 billion project last
year.

Ms. Jowell said work will pro-
ceed on the village while negotia-
tions continue with Australian de-
velopers Lend Lease Corp. and the
banks on trying to secure private in-
vestment.

The village will house up to
17,000 athletes during the Olym-
pics. After the Games, the apart-
ments are to be sold off as afford-
able housing.

The international broadcast cen-
ter and main press center will host
about 20,000 journalists and techni-
cal staff. With private funds having
dried up, the £355 million project
will now be funded entirely by pub-
lic money.

The media center is still planned
as a permanent facility, with “some
temporary elements,” and will be lo-
cated in Hackney in the northwest
corner of the Olympic Park. There
had been speculation the venue
could be scrapped and the media
based inside a new shopping mall
just outside the park.

The £9.3 billion budget—more
than double the original estimate
announced in March 2007—in-
cluded £2.7 billion in contingency
funds. Of that, £1.2 billion has been
released so far.

Prime Minister Gordon Brown
visited the Olympic Park site last
week to mark the halfway point in
preparations for the Games. De-
spite the financial crunch, he said
the Games were ahead of schedule
and creating thousands of jobs.

By Christopher Conkey

WASHINGTON—A coalition of
banks and private-equity firms is
pushing for a greater role in reshap-
ing the nation’s infrastructure, hop-
ing to capitalize on government bud-
get deficits and a dearth of funds for
transportation projects.

In a report released Wednesday, a
group including Morgan Stanley,
Credit Suisse Group and Carlyle
Group says $180 billion of private capi-
tal is available for investment in high-
ways, airports and other transporta-
tion infrastructure. The report says
this money could help create millions
of jobs, boost economic growth, re-
duce travel congestion and free gov-
ernment dollars for other priorities.

“It’s really a perfect fit with
Obama’s objectives,” said Douglas
Fried, a partner at law firm Chad-
bourne & Park LLP who represents
clients bidding for privatization
deals. “Here you have the opportu-
nity to use private investment in in-
frastructure to create millions of
jobs.”

Businesses seeking to build, fi-
nance or manage toll roads and
other transportation assets had an
ally in the Bush administration,
which championed privatization ef-
forts and resisted proposals to in-
crease gasoline taxes to raise reve-
nue for transportation projects. But
it remains unclear how the Obama
administration will approach the is-
sue. In his Senate confirmation hear-

ing Wednesday, Mr. Obama’s pick to
head the Transportation Depart-
ment, former Republican Rep. Ray
LaHood, signaled a willingness to
consider privatization deals.

Private interests have a few
things working in their favor. Swell-
ing deficits and shrinking gas-tax rev-
enue have forced many states to cur-
tail spending on transportation, even
though it is widely acknowledged
that the U.S. needs to upgrade its ag-
ing, congestion-prone highways and
transit systems. The House version
of the economic-stimulus package
backed by Mr. Obama would provide
roughly $43 billion of direct invest-
ment in roads, transit systems,
bridges and airports, far less than
many advocates were expecting.

‘Business journalism
is especially
constrained by the
restrictions.’
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/19 EUR 25.25 –3.7 –64.1 –39.1
MP-TURKEY.SI OT OT SVN 01/19 EUR 18.42 –5.7 –59.5 –33.5

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA NA NA NA.00 0.9 –36.0 –17.7
Parex Caspian Sea Eq EU EQ LVA 01/20 EUR 2.30 9.5 –74.2 NS
Parex Eastern Europ Bd EU BD LVA 01/20 USD 8.80 0.9 –36.0 –17.7
Parex Russian Eq EE EQ LVA 01/20 USD 7.56 –12.7 –75.0 –42.3

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 01/21 USD 98.22 –11.4 –53.3 –25.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/21 USD 94.23 –11.5 –53.8 –25.6
PF (LUX)-Biotech-Pca OT EQ LUX 01/20 USD 281.75 –1.2 –15.6 –2.4
PF (LUX)-CHF Liq-Pca CH MM LUX 01/20 CHF 124.04 0.1 1.5 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/20 CHF 93.63 0.1 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/20 EUR 109.64 –7.1 –44.2 –29.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/20 USD 74.55 –8.3 –39.3 –19.1
PF (LUX)-East Eu-Pca EU EQ LUX 01/20 EUR 122.97 –7.9 –73.6 –45.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/21 USD 83.07 –10.8 –59.3 –29.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/21 USD 274.70 –9.7 –58.3 –28.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/20 EUR 72.15 –5.6 –41.3 –27.3
PF (LUX)-EUR Bds-Pca EU BD LUX 01/20 EUR 368.29 –1.4 0.0 0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/20 EUR 280.26 –1.4 0.0 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/20 EUR 126.83 1.6 –4.6 –2.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/20 EUR 89.17 1.6 –4.6 –2.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/20 EUR 97.42 8.0 –28.6 –19.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/20 EUR 56.48 8.0 –28.6 –19.4
PF (LUX)-EUR Liq-Pca EU MM LUX 01/20 EUR 134.85 0.2 3.5 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/20 EUR 97.18 0.2 3.5 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/20 EUR 291.26 –4.8 –45.7 –31.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/20 EUR 94.95 –6.1 –42.6 –30.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/20 USD 189.63 0.1 –6.1 –0.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/20 USD 129.00 0.1 –6.1 –0.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/20 USD 11.65 –9.2 –46.1 –29.5
PF (LUX)-Gr China-Pca AS EQ LUX 01/21 USD 189.86 –10.7 –48.9 –20.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/21 USD 173.20 –9.6 –62.1 –27.4
PF (LUX)-Jap Index-Pca JP EQ LUX 01/21 JPY 7452.17 –8.5 –40.1 –32.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/21 JPY 6660.61 –8.8 –42.7 –37.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/21 JPY 6499.15 –8.8 –43.1 –37.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/21 JPY 3585.45 –8.7 –39.8 –35.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/21 USD 141.12 –10.9 –48.9 –24.3
PF (LUX)-Piclife-Pca CH BA LUX 01/20 CHF 682.15 –1.1 –16.0 –11.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/20 EUR 41.06 –7.0 –37.6 –28.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/20 USD 18.56 –18.7 –79.5 NS
PF (LUX)-Security-Pca GL EQ LUX 01/20 USD 67.67 –5.3 –29.5 –18.9
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/20 EUR 319.83 –2.0 –40.1 –29.5
PF (LUX)-US Eq-Ica US EQ LUX 01/20 USD 74.15 –9.2 –36.5 –21.3
PF (LUX)-USA Index-Pca US EQ LUX 01/20 USD 64.67 –10.8 –38.2 –23.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/20 USD 527.52 –0.5 9.2 9.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/20 USD 387.08 –0.5 9.2 9.2
PF (LUX)-USD Liq-Pca US MM LUX 01/20 USD 130.26 0.1 2.2 3.4
PF (LUX)-USD Liq-Pdi US MM LUX 01/20 USD 85.06 0.1 2.2 3.4
PF (LUX)-Water-Pca GL EQ LUX 01/20 EUR 104.28 1.2 –26.4 –17.4
PF (LUX)-WldGovBds-Pca GL BD LUX 01/20 USD 158.06 –4.1 4.2 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/20 USD 130.83 –4.1 4.3 8.7
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/21 USD 30.23 –27.2 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2

Global Technology OT EQ IRL 01/20 USD 7.19 –8.3 –41.9 –28.2
Japan Fund USD JP EQ IRL 01/21 USD 13.59 –7.5 –12.2 –13.7

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 01/20 EUR 514.98 –8.6 –40.3 NS
Core Eurozone Eq B EU EQ IRL 01/20 EUR 596.84 –9.2 NS NS
Euro Fixed Income A EU BD IRL 01/20 EUR 1122.69 –0.8 –11.4 –6.1
Euro Fixed Income B EU BD IRL 01/20 EUR 1191.78 –0.8 –10.9 –5.6
Euro Small Cap A EU EQ IRL 01/20 EUR 824.71 –2.7 –45.4 –36.5
Euro Small Cap B EU EQ IRL 01/20 EUR 878.42 –2.7 –45.1 –36.1
Eurozone Agg Eq A EU EQ IRL 01/20 EUR 460.80 –7.3 –46.0 NS
Eurozone Agg Eq B EU EQ IRL 01/20 EUR 658.50 –7.2 –45.7 –30.3
Glbl Bd (EuroHdg) A GL BD IRL 01/20 EUR 1212.12 1.2 –7.4 –2.8
Glbl Bd (EuroHdg) B GL BD IRL 01/20 EUR 1279.34 1.3 –6.7 –2.2
Glbl Bd A EU BD IRL 01/20 EUR 1042.58 6.3 1.6 –1.1
Glbl Bd B EU BD IRL 01/20 EUR 1103.69 6.4 2.2 –0.5
Glbl Real Estate A OT EQ IRL 01/20 USD 565.88 –15.1 –51.2 –36.9
Glbl Real Estate B OT EQ IRL 01/19 USD 621.56 –9.0 –47.4 –34.3
Glbl Real Estate EH-A OT EQ IRL 01/20 EUR 539.43 –14.0 –49.4 –37.5
Glbl Real Estate SH-B OT EQ IRL 01/20 GBP 50.69 –14.5 –49.2 –36.8
Glbl Strategic Yield A EU BD IRL 01/20 EUR 1159.09 2.5 –21.2 –11.7
Glbl Strategic Yield B EU BD IRL 01/20 EUR 1233.30 2.6 –20.7 –11.2
Japan Equity A JP EQ IRL 01/20 JPY 9698.00 –6.2 –41.8 –32.7
Japan Equity B JP EQ IRL 01/20 JPY 10278.00 –6.1 –41.5 –32.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/20 USD 1176.20 –8.5 –51.4 –24.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/20 USD 1248.14 –8.5 –51.1 –24.0
Pan European Eq A EU EQ IRL 01/20 EUR 680.16 –5.4 –44.5 –30.3
Pan European Eq B EU EQ IRL 01/20 EUR 720.98 –5.3 –44.2 –29.9
US Equity A US EQ IRL 01/20 USD 589.78 –11.9 –43.0 –26.0
US Equity B US EQ IRL 01/20 USD 627.77 –11.8 –42.7 –25.5
US Small Cap A US EQ IRL 01/20 USD 891.59 –11.3 –40.7 –26.3
US Small Cap B US EQ IRL 01/20 USD 949.81 –11.3 –40.4 –25.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/21 SEK 55.68 –7.5 –44.5 –32.1
Choice Japan Fd JP EQ LUX 01/21 JPY 41.47 –7.8 –39.4 –33.8
Choice Jpn Chance/Risk JP EQ LUX 01/21 JPY 41.19 –8.0 –46.2 –34.9
Choice NthAmChance/Risk US EQ LUX 01/21 USD 2.73 –2.5 –40.8 –24.6
Europe 2 Fd EU EQ LUX 01/21 EUR 0.66 –4.7 –47.1 –32.9
Europe 3 Fd EU EQ LUX 01/21 GBP 2.74 –8.5 –33.2 –19.7
Global Chance/Risk Fd GL EQ LUX 01/21 EUR 0.48 3.0 –30.7 –24.0
Global Fd GL EQ LUX 01/21 USD 1.54 –7.6 –40.3 –24.9
Intl Mixed Fd -C- NO BA LUX 01/21 USD 21.17 –7.9 –30.4 –16.4
Intl Mixed Fd -D- NO BA LUX 01/21 USD 14.94 –7.9 –30.4 –15.3
Wireless Fd OT EQ LUX 01/21 EUR 0.10 1.8 –41.2 –24.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/21 USD 4.08 –10.0 –48.8 –24.6
Currency Alpha EUR -IC- OT OT LUX 01/21 EUR 10.86 –0.5 6.4 NS
Currency Alpha EUR -RC- OT OT LUX 01/21 EUR 10.80 –0.6 5.9 NS
Currency Alpha SEK -ID- OT OT LUX 01/21 SEK 104.90 –0.7 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/21 SEK 115.62 –0.6 5.9 NS
Generation Fd 80 OT OT LUX 01/21 SEK 6.18 –3.2 –27.2 NS
Nordic Focus EUR NO EQ LUX 01/21 EUR 50.84 1.9 –35.9 NS
Nordic Focus NOK NO EQ LUX 01/21 NOK 57.02 1.9 –35.9 NS
Nordic Focus SEK NO EQ LUX 01/21 SEK 57.97 1.9 –35.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/21 USD 1.31 –5.4 –39.4 –24.8
Ethical Global Fd GL EQ LUX 01/21 USD 0.55 –10.5 –42.6 –27.1
Ethical Sweden Fd NO EQ LUX 01/21 SEK 26.54 –7.7 –30.1 –24.1
Europe Fd EU EQ LUX 01/21 USD 1.43 –6.7 –40.2 –27.0
Index Linked Bd Fd SEK OT BD LUX 01/21 SEK 13.00 –0.6 1.2 4.1
Medical Fd OT EQ LUX 01/21 USD 2.77 –3.5 –27.0 –13.6

Short Medium Bd Fd SEK NO MM LUX 01/21 SEK 9.18 0.2 3.0 3.1
Technology Fd OT EQ LUX 01/21 USD 1.51 –3.1 –39.1 –21.1
World Fd NO BA LUX 01/21 USD 1.50 –9.7 –37.6 –18.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/21 EUR 1.27 0.1 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/21 SEK 21.63 0.3 2.8 2.9
Short Bond Fd USD US MM LUX 01/21 USD 2.50 0.0 1.5 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/21 SEK 10.05 –0.1 –3.0 0.0
Alpha Bond Fd SEK -B- NO BD LUX 01/21 SEK 9.02 –0.1 –3.0 0.0
Alpha Bond Fd SEK -C- NO BD LUX 01/21 SEK 25.18 –0.1 –3.1 –0.1
Alpha Bond Fd SEK -D- NO BD LUX 01/21 SEK 8.39 –0.1 –3.1 –0.1
Alpha Short Bd SEK -A- NO MM LUX 01/21 SEK 10.87 0.6 3.2 3.2
Alpha Short Bd SEK -B- NO MM LUX 01/21 SEK 10.19 0.6 3.2 3.2
Alpha Short Bd SEK -C- NO MM LUX 01/21 SEK 21.27 0.6 3.1 3.1
Alpha Short Bd SEK -D- NO MM LUX 01/21 SEK 8.84 0.6 3.0 3.1
Bond Fd SEK -C- NO BD LUX 01/21 SEK 41.50 –0.1 8.0 5.7
Bond Fd SEK -D- NO BD LUX 01/21 SEK 12.45 –0.1 6.8 5.1
Corp. Bond Fd EUR -C- EU BD LUX 01/21 EUR 1.10 0.9 –7.6 –3.6
Corp. Bond Fd EUR -D- EU BD LUX 01/21 EUR 0.86 0.9 –8.0 –3.9
Corp. Bond Fd SEK -C- NO BD LUX 01/21 SEK 10.85 1.0 –11.5 –5.2
Corp. Bond Fd SEK -D- NO BD LUX 01/21 SEK 8.52 1.0 –11.3 –5.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/21 EUR 104.11 0.2 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/21 EUR 103.79 0.2 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 01/21 SEK 1111.07 0.2 NS NS
Flexible Bond Fd -C- NO BD LUX 01/21 SEK 20.96 0.4 5.6 4.3
Flexible Bond Fd -D- NO BD LUX 01/21 SEK 11.86 0.4 5.6 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/21 SEK 80.09 0.0 –22.0 –13.4
Global Hedge I SEK -D- OT OT LUX 01/21 SEK 73.19 0.0 –24.2 –14.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/21 USD 1.40 –9.1 –50.8 –21.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/21 SEK 16.95 1.0 –43.8 –25.4
Europe Chance/Risk Fd EU EQ LUX 01/21 EUR 722.81 –5.2 –50.6 –35.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/20 USD 13.53 –9.4 –54.4 –17.9
Eq. Pacific A AS EQ LUX 01/20 USD 5.80 –9.2 –53.1 –22.5

n SGAM Fund
Bonds CHF A CH BD LUX 01/19 CHF 27.92 –1.0 5.3 2.5
Bonds ConvEurope A EU BD LUX 01/19 EUR 28.41 0.2 –2.5 1.6
Bonds Eur Corp A EU BD LUX 01/19 EUR 20.97 1.1 –5.6 –2.8
Bonds Eur Hi Yld A EU BD LUX 01/19 EUR 14.08 5.9 –30.7 –20.0
Bonds EURO A EU BD LUX 01/20 EUR 39.25 –0.6 4.1 3.4
Bonds Europe A EU BD LUX 01/19 EUR 37.75 –0.3 3.7 2.6
Bonds US MtgBkSec A US BD LUX 01/16 USD 25.25 –1.5 –1.8 2.2
Bonds US OppsCoreplus A US BD LUX 01/16 USD 32.35 2.6 1.2 4.6
Bonds World A GL BD LUX 01/19 USD 38.77 –2.7 1.3 7.9
Eq. ConcentratedEuropeA EU EQ LUX 01/20 EUR 18.85 –8.5 –47.7 –32.7
Eq. Eastern Europe A EU EQ LUX 01/20 EUR 11.99 –9.3 –69.7 –43.4
Eq. Equities Global Energy OT EQ LUX 01/20 USD 13.05 –8.4 –40.5 –13.7
Eq. Euroland A EU EQ LUX 01/20 EUR 8.37 –8.7 –45.8 –30.4
Eq. Euroland MidCapA EU EQ LUX 01/20 EUR 13.55 –5.9 –45.8 –34.4
Eq. EurolandCyclclsA EU EQ LUX 01/19 EUR 12.96 –5.6 –41.7 –23.1
Eq. EurolandFinancialA OT EQ LUX 01/19 EUR 7.35 –12.8 –55.5 –41.3
Eq. Glbl Emg Cty A GL EQ LUX 01/19 USD 5.57 –6.8 –55.1 –24.5
Eq. Global A GL EQ LUX 01/20 USD 19.30 –8.3 –43.5 –27.0
Eq. Global Technol A OT EQ LUX 01/20 USD 3.41 –6.5 –44.0 –30.3
Eq. Gold Mines A OT EQ LUX 01/20 USD 19.27 –7.9 –38.0 –12.2
Eq. Japan A JP EQ LUX 01/20 JPY 610.38 –8.0 –48.7 –37.2
Eq. Japan Sm Cap A JP EQ LUX 01/20 JPY 866.93 –4.3 –40.8 –41.6
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –3.8 –16.7 –20.4
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 01/16 USD 15.64 –3.7 –35.7 –20.6
Eq. US Lg Cap Gr A US EQ LUX 01/16 USD 10.63 –1.4 –42.3 –24.7
Eq. US Mid Cap A US EQ LUX 01/16 USD 19.42 –3.1 –43.1 –21.9

Eq. US Multi Strg A US EQ LUX 01/16 USD 15.48 –3.1 –41.6 –26.3
Eq. US Rel Val A US EQ LUX 01/16 USD 14.95 –3.8 –44.4 –30.3
Eq. US Sm Cap Val A US EQ LUX 01/16 USD 12.21 –5.7 –46.8 –32.9
Eq. US Value Opp A US EQ LUX 01/16 USD 12.41 –4.2 –45.4 –32.5
Money Market EURO A EU MM LUX 01/20 EUR 27.16 0.1 4.2 4.0
Money Market USD A US MM LUX 01/20 USD 15.76 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 01/08 USD 9.74 3.6 NS NS
UAE Blue Chip Fund Acc OT OT ARE 01/15 AED 4.43 –3.3 –62.6 –23.8

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 01/21 EEK 99.18 –0.7 –55.9 –39.0
New Europe Small Cap EUR EE EQ EST 01/21 EEK 47.53 –0.9 –59.9 –41.6
Second Wave EUR EE EQ EST 01/21 EEK 84.04 –1.3 –64.6 –37.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/21 JPY 7707.00 –10.4 –45.1 –38.0
YMR-N Japan Fund JP EQ IRL 01/21 JPY 8421.00 –10.8 –42.1 –34.6
YMR-N Low Price Fund JP EQ IRL 01/21 JPY 11904.00 –8.3 –36.1 –33.9
YMR-N Small Cap Fund JP EQ IRL 01/21 JPY 5899.00 –8.1 –41.4 –38.8
Yuki Mizuho Gen Jpn III JP EQ IRL 01/21 JPY 3779.00 –11.1 –51.0 –40.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/21 JPY 4005.00 –10.8 –50.5 –42.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/21 JPY 5479.00 –10.2 –48.3 –40.0
Yuki Mizuho Jpn Gen JP EQ IRL 01/21 JPY 7175.00 –10.5 –44.0 –36.9
Yuki Mizuho Jpn Gro JP EQ IRL 01/21 JPY 5597.00 –10.5 –45.2 –39.3
Yuki Mizuho Jpn Inc JP EQ IRL 01/21 JPY 7313.00 –8.0 –36.1 –31.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/21 JPY 4449.00 –10.7 –43.9 –35.1
Yuki Mizuho Jpn LowP JP EQ IRL 01/21 JPY 10082.00 –11.0 –34.0 –30.8
Yuki Mizuho Jpn PGth JP EQ IRL 01/21 JPY 6791.00 –11.1 –50.2 –39.3
Yuki Mizuho Jpn SmCp JP EQ IRL 01/21 JPY 5699.00 –7.1 –44.4 –39.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/21 JPY 4729.00 –8.9 –41.6 –34.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/21 JPY 2238.00 –6.2 –54.6 –51.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/21 JPY 3783.00 –10.0 –49.5 –39.4
Yuki 77 General JP EQ IRL 01/21 JPY 5365.00 –9.1 –45.0 –36.6
Yuki 77 Growth JP EQ IRL 01/21 JPY 5152.00 –12.9 –49.1 –41.1
Yuki 77 Income AS EQ IRL 01/21 JPY 4729.00 –7.5 –34.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/21 JPY 5736.00 –8.1 –42.6 –35.5
Yuki Chugoku Jpn Gro JP EQ IRL 01/21 JPY 4504.00 –11.9 –46.6 –36.2
Yuki Chugoku JpnLowP JP EQ IRL 01/21 JPY 7383.00 –9.9 –32.9 –28.5
Yuki Chugoku JpnPurGth JP EQ IRL 01/21 JPY 4104.00 –12.2 –44.5 –37.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/21 JPY 6200.00 –8.4 –44.0 –36.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/21 JPY 4102.00 –9.8 –44.9 –36.3
Yuki Hokuyo Jpn Inc JP EQ IRL 01/21 JPY 4762.00 –9.8 –35.2 –31.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/21 JPY 4345.00 –7.7 –39.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/21 JPY 4125.00 –8.4 –49.3 –39.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/21 JPY 3836.00 –12.1 –48.6 –39.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/21 JPY 4558.00 –10.6 –42.4 –37.2

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 12/31 GBP 0.94 –16.1 –16.1 –3.5
Global Absolute USD OT OT GGY 12/31 USD 1.76 –15.9 –15.9 –2.9

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 12/31 EUR 76.32 –31.8 –31.8 NS
Special Opp Inst EUR OT OT CYM 12/31 EUR 71.80 –31.4 –31.4 NS
Special Opp Inst USD OT OT CYM 12/31 USD 80.72 –29.4 –29.4 NS
Special Opp USD OT OT CYM 12/31 USD 79.59 –29.9 –29.9 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/31 EUR 119.30 –15.8 –15.8 –1.7
GH Fund CHF Hdg OT OT JEY 12/31 CHF 99.82 –18.6 –18.6 –5.6
GH Fund EUR Hdg OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/31 EUR 96.32 –17.7 –17.7 –4.2
GH Fund EUR Hdg (Non-V) OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund GBP Hdg OT OT JEY 12/31 GBP 117.84 –17.7 –17.7 –3.3
GH Fund Inst EUR OT OT JEY 12/31 EUR 83.48 NS NS NS
GH Fund Inst JPY OT OT JEY 12/31 JPY 8406.59 –17.2 –17.2 NS
GH Fund Inst USD OT OT JEY 12/31 USD 98.67 –16.0 –16.0 –2.1
GH FUND S EUR OT OT CYM 12/31 EUR 113.05 –17.3 –17.3 –3.4
GH FUND S GBP OT OT JEY 12/31 GBP 117.63 –16.5 –16.5 –2.2
GH Fund S USD OT OT CYM 12/31 USD 132.00 –15.5 –15.5 –1.6
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 12/31 USD 123.89 –15.6 –15.6 –2.3
Leverage GH USD OT OT GGY 12/31 USD 97.53 –36.1 –36.1 –12.7
MultiAdv Arb CHF Hdg OT OT JEY 12/31 CHF 84.01 –26.4 –26.4 –12.7
MultiAdv Arb EUR Hdg OT OT JEY 12/31 EUR 90.37 –25.7 –25.7 –11.5
MultiAdv Arb GBP Hdg OT OT JEY 12/31 GBP 96.92 –26.3 –26.3 –11.4
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/31 EUR 95.72 –24.8 –24.8 –10.4
MultiAdv Arb S GBP OT OT CYM 12/31 GBP 99.72 –25.0 –25.0 –9.8

MultiAdv Arb S USD OT OT CYM 12/31 USD 108.31 –23.4 –23.4 –8.9
MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 12/31 USD 107.06 –19.7 –19.7 –6.2
Asian AdbantEdge EUR OT OT JEY 12/31 EUR 88.69 –25.3 –25.3 NS
Asian AdvantEdge OT OT JEY 12/31 USD 162.03 –24.2 –24.2 –3.8
Emerg AdvantEdge OT OT JEY 12/31 USD 140.36 –32.2 –32.2 –8.9
Emerg AdvantEdge EUR OT OT JEY 12/31 EUR 78.55 –34.1 –34.1 NS
Europ AdvantEdge EUR OT OT JEY 12/31 EUR 115.25 –19.2 –19.2 –7.9
Europ AdvantEdge USD OT OT JEY 12/31 USD 122.02 –18.3 –18.3 –6.8
Japan AdvantEdge JPY OT OT JEY 12/31 JPY 8080.25 –13.9 –13.9 –9.7
Japan AdvantEdge USD OT OT JEY 12/31 USD 94.08 –12.4 –12.4 –6.7
Lvgd Alpha AdvantEdge OT OT JEY 12/31 USD 85.85 –40.9 –40.9 –18.5
Trading AdvantEdge OT OT GGY 12/31 USD 151.67 12.8 12.8 16.1
Trading AdvantEdge EUR OT OT GGY 12/31 EUR 137.63 12.7 12.7 15.0
Trading AdvantEdge GBP OT OT GGY 12/31 GBP 145.50 15.6 15.6 17.4
US AdvantEdge OT OT JEY 12/31 USD 102.32 –19.1 –19.1 –6.0

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 01/16 USD 183.06 –4.7 –78.2 –51.3
Antanta MidCap Fund EE EQ AND 01/16 USD 252.06 –13.0 –86.2 –54.1

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 1.1 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 –6.4 17.8 24.3
Superfund Gold B (SPC) GL OT CYM 01/13 USD 1266.70 –6.0 30.0 28.6
Superfund Q-AG* OT OT AUT 01/13 EUR 8800.00 0.4 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 —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 12/31 USD 1269.10 NS –2.7 –11.0 –19.4 –6.7

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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‘Dramatic’ steps weighed
Treasury pick says
U.S. is still pondering
how to fix economy

U.S. Treasury Secretary nominee Timothy Geithner faced questions Wednesday
from the Senate Finance Committee on his failure to pay some past taxes.

White House draft order
calls for closing Guantanamo

U.S. Senate reaches deal
on Clinton confirmation

By Deborah Solomon

WASHINGTON—Timothy Geith-
ner, U.S. President Barack Obama’s
pick for Treasury secretary, told
lawmakers that “substantial” and
“dramatic” action will be needed
to resolve the financial crisis but
said the Obama administration
was still determining how best to
tackle the problem.

At his confirmation hearing be-
fore the Senate Finance Commit-
tee, Mr. Geithner also apologized
for failing to pay some past employ-
ment taxes, saying he made care-
less but unintentional mistakes
and corrected the errors.

Despite his tax missteps and his
role in helping craft the Bush ad-
ministration’s financial rescue,
Mr. Geithner faced relatively tame
questioning from lawmakers, most
of whom wanted assurances that
Mr. Geithner won’t continue the
previous administration’s ap-
proach.

“Instead of using the first pay-
ment of $350 billion to purchase
troubled assets, as the name Trou-
bled Asset Relief Program sug-
gests, the money has been errati-
cally and arbitrarily distributed in
a monstrous act of government in-
tervention and ownership over our
financial markets,” said Sen.
Charles Grassley (R., Iowa).

Mr. Geithner, who is expected to
be confirmed as early as Thursday,
said combating the financial crisis
“will require much more dramatic
action on a very substantial scale.”
He said the Obama administration
is focused on providing “substan-
tial” support to the capital mar-
kets, saying a key to resolving the
crisis is making banks strong

enough to lend to consumers.
He left the details to Mr.

Obama, saying the president
would lay out a “comprehensive
plan” in the next few weeks, but
said the administration is weigh-
ing the risks and benefits of using
taxpayer money to purchase toxic
assets from financial institutions.

“It is possible that…will be part
of the solution going forward,” Mr.
Geithner said. “The good bank/bad
bank-type solution has been
present at the solution to most fi-
nancial crises around the world,
and it is very important that you
look carefully that they are going
to be as effective in this context as
they have been in some past
cases.”

Other elements of a rescue plan
could include more direct invest-
ments in banks and a substantial
plan to aid struggling homeown-
ers.

While his tax problems are un-
likely to derail his confirmation,
Mr. Geithner faced some uncom-
fortable questions over why he
failed to pay more than $34,000 in

Social Security and Medicare taxes
over several years while working
at the International Monetary
Fund.

Sen. Jon Kyl (R., Ariz.) called it
“incomprehensible” that Mr. Geith-
ner didn’t realize he needed to pay
employment taxes. He also ques-
tioned why Mr. Geithner took so
long to correct the problem for tax
years 2001 and 2002. The payroll-
tax errors were discovered during
a 2006 Internal Revenue Service
audit of Mr. Geithner’s taxes and
he paid what he owed for 2003 and
2004. But Mr. Geithner didn’t pay
the Social Security and Medicare
tax he owed for 2001 and 2002 un-
til after Mr. Obama indicated in the
fall that he planned to nominate
him as Treasury secretary.

“I regret having not done that
sooner,” Mr. Geithner said. “If I
thought about it more, maybe I
would have come to it sooner. I did
not believe when I settled that au-
dit that I had an obligation to go
back. I had not thought about it in
the intervening years.”

Several lawmakers expressed
skepticism about whether the
Obama administration’s economic
stimulus package would do enough
to help revive the economy.

Sen. John Ensign (R., Nev.)
cited a nonpartisan Congressional
Budget Office report saying that
less than half of the $355 billion
House Democrats want to spend on
highways, bridges and other job-
creating investments is likely to be
used by the end of fiscal 2010.

“How does that stimulate our
economy?” Mr. Ensign said.

Mr. Geithner said the tax incen-
tives included in the stimulus pack-
age would have a “substantial and
quick-acting effect” and that the
Obama administration “tried to be
careful [to] limit long tails.”

While he pledged to “reshape
and redesign” the financial rescue,
Mr. Geithner made no apologies
for the actions taken thus far to
combat the crisis. Mr. Geithner, as
head of the Federal Reserve Bank
of New York, worked closely with
former Treasury Secretary Henry
Paulson and Federal Reserve Chair-
man Ben Bernanke to craft a rescue
plan, including the $700 billion
bailout approved by Congress in
the fall.

Mr. Geithner said those actions
helped prevent a “catastrophic”
collapse of the financial system
but vowed to make the govern-
ment’s actions more forceful and
effective.

“We’ve seen the cost in terms of
uncertainty by tentative signals
not followed up by action,” he said.
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The U.S. Senate confirmed members of President Obama’s cabinet including from
left to right: Tom Vilsack, agriculture; Ken Salazar, interior; Steven Chu, energy.

ASSOCIATED PRESS

WASHINGTON—The Obama ad-
ministration is circulating a draft
executive order that calls for clos-
ing the detention center at Guantan-
amo Bay, Cuba, within a year.

The draft order also would de-
clare a halt to all trials under way at
the facility, where about 800 detain-
ees are held.

Meanwhile, a judge at the prison
camp Wednesday suspended the
trial of five alleged plotters of the
Sept. 11, 2001, attacks, after a re-
quest by President Barack Obama.
That move came after another
judge, Army Col. Patrick Parrish,
granted Mr. Obama’s request to sus-
pend the war-crimes trial of a
young Canadian, Omar Khadr.

The Associated Press reviewed
a copy of the administration’s draft
order. It isn’t known when Mr.
Obama intends to issue it.

The Bush administration cre-
ated the detention facility after the
Sept. 11 attacks.

Prosecutors submitted the mo-
tions on the trials just hours after
Mr. Obama’s inauguration at the di-
rection of the president and De-
fense Secretary Robert Gates.

U.S. military prosecutor Clay
Trivett said all pending cases
should be suspended because a re-
view of the military-commissions
system may result in significant
changes. Mr. Obama has said he will
close Guantanamo and many ex-
pect he will scrap the special war-
crimes court and direct that cases
be prosecuted in the U.S.

The suspension of Mr. Khadr’s
trial “has the practical effect of
stopping the process, probably for-
ever,” said Navy Lt. Cmdr. William
Kuebler, Mr. Khadr’s defense law-
yer.

ECONOMY & POLITICS

By Corey Boles

And Patrick Yoest

WASHINGTON—The U.S. Senate
was expected to consider several of
President Barack Obama’s Cabinet
nominees Wednesday.

A vote to confirm Hillary Clinton
as secretary of state, whose confir-
mation was blocked Tuesday by Re-
publican John Cornyn of Texas, was
expected Wednesday.

Senate Majority Leader Harry
Reid (D., Nev.) said on the floor of the
Senate that he had reached an agree-
ment with Minority Leader Mitch
McConnell (R., Ky.) that there would
be three hours ofdebate on Sen. Clin-
ton’s appointment,followed byanex-
pected move to confirm.

Sen. Cornyn put a hold on Sen.
Clinton’s confirmation vote, citing
continuing concerns he has about
potential foreign donors to the Clin-
ton Foundation, the charity run by
former President Bill Clinton.

Timothy Geithner, the nominee
to head the Treasury Department,
apologized to the Senate Finance
Committee for tax errors he commit-
ted. (Please see article on page 2.)

The Judiciary Committee de-
layed the nomination of Eric Holder
as Mr. Obama’s attorney general be-
cause of a scheduling conflict. And
the Commerce Committee will hold
a confirmation hearing for Ray La-
Hood as transportation secretary.

On Tuesday, the Senate con-
firmed Energy Secretary Steven Chu
and former Iowa Gov. Tom Vilsack as
agriculture secretary. Sen. Ken
Salazar (D., Colo.) was confirmed as
interior secretary, where he is ex-

pected to play a significant role in de-
termining what U.S. territory will be
openedup for oil andgas exploration.

Mr. Chu, a Nobel Prize-winning
physicist, is expected to help the ad-
ministration craft its new energy
policy.

Peter Orszag was confirmed as
White House budget director, a cabi-
net-level position. The former direc-
tor of the Congressional Budget Of-
fice will oversee the creation of the
president’s budget, delivered to Con-
gress each year.

Mr. Orszag has long been a fed-
eral budget hawk, warning that the
U.S. is on an unsustainable path to
fiscal ruin. He is expected to work
closely with Mr. Obama to help re-
duce federal spending and to over-
haul health-care spending.

Arne Duncan, who headed Chica-
go’s public-school system, was con-
firmed as education secretary. Mr.
Duncan earned a reputation as a re-
former in Chicago.

ArizonaGov.JanetNapolitanowas
confirmed to take over the Homeland
SecurityDepartment.Afterservingas
governor of the Southwest border
state, Ms. Napolitano will have to deal
with the nation’s troubled immigra-
tionsystem,andtocoordinatedomes-
tic antiterrorism efforts.

Retired Army Gen. Eric Shinseki
wasconfirmedassecretaryofthetrou-
bled Department of Veterans Affairs.
He retired from the military as Army
chief of staff in 2003, after clashing
with then-Defense Secretary Donald
Rumsfeld over the number of troops
required in post-invasion Iraq.
 —The Associated Press

contributed to this article.
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Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 01/20 GBP 6.44 –3.2 –25.2 –15.7

Andfs. Borsa Global GL EQ AND 01/20 EUR 5.55 –4.4 –35.7 –22.9
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Andorfons EU BD AND 01/20 EUR 12.16 2.0 –20.0 –12.5
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n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
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n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
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EFG-Hermes Egypt GL EQ BMU 12/31 USD 34.58 –46.2 –46.2 –6.7
EFG-Hermes MEDA* GL EQ BMU 12/31 USD 20.95 –42.1 –42.1 –6.7
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KBC Eq (L) Japan JP EQ LUX 01/20 JPY 15531.00 –7.2 –41.9 –33.5
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KBL Key NaturalRes USD OT EQ LUX 01/19 USD 342.51 –5.0 –45.0 –16.2

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/16 USD 32.39 –5.1 –56.8 –24.8
LG Asian Plus AS EQ CYM 01/09 USD 37.73 –0.2 –55.9 –19.1
LG Asian SmallerCo's AS EQ BMU 01/20 USD 50.58 –8.3 –64.1 –39.9
LG India EA EQ MUS 01/15 USD 29.92 –6.2 –68.6 –26.4
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Earnings concerns push
Asia financial stocks lower
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Singapore cut poses a bad omen

Hong Kong fund posts
record $10.4 billion loss

Exchanges tighten ties
Pact with Shanghai,
Hong Kong may lead
to Chinese ETFs

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

Singapore, a bellwether for
Asia’s export industry, sharply re-
duced its economic outlook for
2009, prompting concerns that the
region’s slowdown is intensifying

and putting additional scrutiny on a
slew of economic figures expected
in coming days. Negative results
could increase pressure on coun-
tries to offer bigger stimulus pack-
ages or cut rates.

The city-state said Wednesday it
expects its economy to shrink by 2%
to 5% this year. The forecast marks a
downward revision from just three
weeks ago, when officials at Sin-
gapore’s Ministry of Trade and In-
dustry predicted a worst-case de-

cline of 2% and possible growth of
1%. The ministry blamed increas-
ingly pessimistic signals of weaken-
ing global demand for key products
such as electronics and chemicals.

The revised forecast comes in a
week of economic indicators that
could give a fuller picture of the
state of the region’s economy. Chi-
na’s fourth-quarter gross domestic
product figures are expected Thurs-
day, as are Taiwan jobless figures
and Hong Kong inflation figures. Fri-
day will bring South Korean GDP fig-
ures and Taiwan’s exports, indus-
trial production and money supply.

Singapore’s figures can be vola-
tile because of its dependence on
trade. But its status as a trade and
finance hub makes it a leading indi-
cator for many economists who
watch Asia, which is suffering as de-

mand slumps in the U.S. and Europe.
“Singapore, and Hong Kong as

well, are the most exposed economies
to exports. They are sounding a warn-
ing to the rest of the region,” said
Claire Innes, managing director, Asia-
Pacific division for research firm IHS
Global Insight. Earlier this week,
Hong Kong’s top official said its econ-
omy likely shrank in the fourth quar-
ter and GDP would probably contract
further in the first half of this year.

Many Asian nations have the abil-
ity to spend more or cut rates further,
with foreign-currency reserves at
healthy levels, banks that don’t have
thesameexposuretotoxicderivatives
asWesternlendersandroomforsome
central banks to lower interest rates.

 —P.R. Venkat and Patricia
Kowsmann in Singapore

contributed to this article.

Asian financial stocks tumbled
Wednesday as investors expressed
concerns over earnings outlooks.

Anxiety was stoked by China Life
Insurance Co. after the company, the

country’s largest
lifeinsurerbypremi-
ums, said late Tues-
day it expects its
2008 net profit to

decline by more than 50% because of
declines in investment returns,
greater competition and higher pay-
outs related to natural disasters.
Shares skidded 7.5% in Hong Kong.

“There’s a lot of worry out there
at the moment,” said Andrew Sulli-
van, a sales trader at Main First Se-
curities in Hong Kong. “Some peo-

ple had been hoping there would be
a small euphoric rise in the U.S. on
[President Barack] Obama’s inaugu-
ration, but the reality is I think that
people are looking more at the
downside and expecting more bad
news and perhaps waiting to see the
effects of the policies that he is go-
ing to address.”

Among other financials, ICICI
Bank, India’s biggest private-sector
lender by assets, lost 7.1% in Mumbai
and Mizuho Financial Group shed
4.8% in Tokyo. The drop in financials
came after double-digit declines in
some U.S. banks on Tuesday.

Hong Kong’s Hang Seng Index de-
clined 2.9% to 12583.63, its lowest
close since Nov. 24.
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By Carlos Tejada in Hong Kong
and Se Young Lee in Singapore

ASIAN-PACIFIC
STOCKS

By Chester Yung

HONG KONG—The fund that
manages this city’s foreign-ex-
change reserves and backs its cur-
rency posted a record net invest-
ment loss of 81 billion Hong Kong
dollars ($10.4 billion ) in 2008 in a
rare display of its vulnerability to
volatile equity markets.

The 5.6% loss on the Hong Kong
Exchange Fund’s investments last
year wasn’t a surprise, given that
23% of its assets are allocated in lo-
cal and overseas stocks, with the
rest targeted for bonds. And ana-
lysts said the loss announced Tues-
day was manageable, given the size
of the fund’s assets, which, despite
the loss, rose to HK$1.558 trillion on
Dec. 31, up from HK$1.414 trillion a
year earlier.

The increase came as the Hong
Kong Monetary Authority sold
Hong Kong dollars to keep the
pegged currency within its fixed
trading range against the U.S. dol-
lar, adding purchased U.S. dollars to
the fund’s aggregate balance. Inves-
tors have flocked to Hong Kong dol-
lars after authorities guaranteed all
the territory’s bank deposits in Octo-
ber to boost confidence in the bank-
ing system.

Still, Joseph Yam, chief execu-
tive of the monetary authority, said
at a news conference that the Ex-
change Fund faces more difficult
times in 2009, with a rebound in its
performance tough to call.

“Financial markets are under im-
mense stress and we expect volatile
conditions to continue for some
time,” Mr. Yam said.

The Exchange Fund’s annual net
investment loss was its first since
2001. In 2007, it posted a return on
investment of 11.8% for a net gain of
HK$132.2 billion.

The Exchange Fund lost
HK$77.9 billion on Hong Kong
stocks last year, when the bench-
mark Hang Seng Index slid 48%,
and HK$73.2 billion on foreign
stocks. It had a foreign-exchange
loss of HK$12.4 billion, mainly due
to the depreciation of other curren-
cies against the U.S. dollar.

A gain of HK$88.6 billion from
bonds offset some of the losses.

Analysts said more flexibility in
the Exchange Fund’s asset alloca-
tion would help it respond better
to market conditions. “For exam-
ple, the HKMA could allocate more
assets from overseas stocks to
bonds when bonds are rising and
review the allocation frequently,”
said Frances Cheung, a fixed-in-
come strategist at Standard Char-
tered Bank.

DBS senior investment strate-
gist Daniel Chan also said it would
be good to review the asset alloca-
tions, but he said the loss wasn’t
alarming.

“With over HK$1.5 trillion of
fund total assets, we are still able to
afford the temporary losses,”
Mr. Chan said.

By Jonathan Cheng

HONG KONG–Hong Kong’s stock
exchange and its Shanghai counter-
part signed a “closer cooperation
agreement” that will boost efforts
by the two exchanges to share infor-
mation, develop products and train
personnel.

While the agreement wasn’t
clear on some details, it marks a fur-
ther step in the Hong Kong ex-
change’s efforts to build closer ties
with its less-experienced, but faster-
growing, mainland Chinese cousin,
and maintain its own relevance.

The news release issued late
Wednesday highlighted how the co-
operation could lead toward the de-
velopment of financial derivative
products including exchange-
traded funds and stock warrants
based on China-listed shares, pre-
sumably to trade in Hong Kong.
Loath to introduce volatility to its
stock markets, China has been slow
to permit trading of derivative prod-
ucts such as stock futures and op-
tions on the Shanghai and Shenzhen
exchanges. At times regulators have
sought to block the introduction of
such products on overseas markets
for similar reasons.

The deal will help the two ex-
changes more closely align their

rules and regulations while making
room “for closer cooperation in
product expansion” at both ex-
changes. The deal was signed by
Paul Chow, chief executive of Hong
Kong Exchanges & Clearing Ltd.,
which operates the Hong Kong
stock exchange, and Zhang Yujun,
president of the Shanghai exchange.

Like most exchanges around the
globe, the Hong Kong exchange,
known as HKEx, had a difficult
2008. New public listings fell 43%
and stock turnover in terms of dol-
lar value traded dropped 24%.

But questions about the future
of Hong Kong’s exchange run
deeper. After Hong Kong hosted a
spate of jumbo share offerings from
mainland Chinese companies in
2006, regulators in Beijing encour-
aged Chinese companies to raise
their money domestically. Hong
Kong’s supporters have worried
about the potential damage to
Hong Kong’s status as a financial
center if the Chinese flow of new of-
ferings stays inside mainland Chi-
na’s closed, but hugely liquid, do-
mestic markets.

By signing a deal with Shang-
hai’s exchange, HKEx may be look-
ing for a way to stay in the game in
China. At the same time, HKEx be-
gan casting its sights further afield
in 2008, sending officials to coun-
tries like Vietnam, Kazakhstan,
Mongolia, India and Canada to seek
new listings.

An exchange spokesman declined
to comment on HKEx’s larger pur-
poses in the deal. In trading Wednes-

day ahead of public announcement
of the deal, Hong Kong Exchanges &
Clearing shares fell 2.7% to 65.50
Hong Kong dollars (US$8.44)—down
62% from a year ago.

Wednesday’s agreement seems
to nudge Hong Kong closer to the
mainland while avoiding the sensi-
tive question of China’s tight cur-
rency-control regime. Chinese com-
panies issue certain shares that are
tradable only within China, and gov-
ernment officials keep tight limits
on foreign-exchange trading.

While a full-fledged tie-up be-
tween the two exchanges is far from
likely, closer cooperation would
give Shanghai a chance to learn
from Hong Kong’s years of exposure
to international investors and issu-
ers, as well as its relatively sophisti-
cated regulatory system. In turn,
Hong Kong would get a piece of
mainland China’s growth potential
that is expected to outlive the cur-
rent market weakness.

Hong Kong’s market was given a
taste of the potential impact of
closer ties to China’s domestic inves-
tor base in the fall of 2007, when
this city’s benchmark Hang Seng In-
dex soared 55% in just 10 weeks on
the back of reports that Beijing
would launch a pilot program per-
mitting individual Chinese inves-
tors to put their money in Hong
Kong-listed shares. After Beijing be-
gan sending signals casting doubt
on the plan, Hong Kong stocks
quickly gave up all those gains.
Since then, the plan appears to have
been sidelined.
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