
Missing in Davos
in the boom years, bankers were masters of the World Economic Forum in Davos. This year some high-profile attendees of 
the past won’t be coming.
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Richard S. Fuld Jr.

Former chief executive 
officer of Lehman Brothers, 
which filed for bankruptcy in 
September, triggering the 
latest global financial crisis. 
Lehman has been broken into 
pieces and sold off.

John A. Thain

Former CEO of Merrill Lynch 
avoided Lehman’s fate by 
selling Merrill to Bank of 
America. He was planning to 
go to Davos but was forced 
to resign last week over his 
handling of more than $15 
billion in fourth-quarter 
losses at Merrill.

Gregory J. Fleming

Resigned as president and 
chief operating officer of 
Merrill Lynch earlier this 
month. Merrill was 
swallowed up by Bank of 
America on Jan. 1.

Martin Blessing

Dresdner Bank and 
Commerzbank will be missing 
this year, including Martin 
Blessing, CEO of the merging 
banks. The German 
government took a 25% stake 
in Commerzbank last year as 
part of a bailout package.

Buying time
A Cambridge scientist
believes the battle against
ageing is close to being won

Wealth Bulletin

Spain’s unemployment rate
rose to 13.9% in December, an
eight-year record and by far the
highest rate in the EU. Data also
confirmed that economic pros-
pects for the euro zone remain
dismal. A survey of purchasing
managers showed the region
registered shrinking private-sec-
tor activity in January. Page 8

n Iceland’s ruling party called
for elections in May, two years
early, and the commerce minis-
ter resigned, amid protests
over the government’s handling
of the economic crisis. Page 3

n European nations sent elec-
tricians to France and Spain de-
ployed extra troops to help deal
with the aftermath of storms
that killed at least 15 people.

n Hamas officials in Cairo pro-
posed a year-long truce with Is-
rael and an opening of the cross-
ings into Gaza, in meetings to try
to build on a fragile cease-fire.

n Pakistan formally took con-
trol of the main operational fa-
cility of a charity allegedly linked
to the Mumbai attacks. Also,
police in India killed two sus-
pected militants from Pakistan.

n Russia and Georgia both vio-
lated international laws of war
during their conflict in August,
a rights watchdog said. Page 3

n Sri Lankan forces captured
the Tamil Tigers’ last major
stronghold in the nation’s north.

n An overcrowded ferry sank
in Vietnam, killing at least 40.

n A man with a knife went on
a rampage at a day care center
in Belgium, killing three people.

For world’s elite, a Davos full of doubt
Big government
is in ascendancy;
a search for survival

Loan balances declined 1.4%
in the fourth quarter at 13
large U.S. banks that have re-
ceived $148 billion in federal
government capital infusions,
despite expectations the aid
would boost lending. Some
banks say they plan to unveil
new lending programs. Page 1

n The U.K. economy turned in
its worst performance since
1980 in the last quarter of
2008, highlighting the pres-
sures on Brown. Page 2

n Pfizer is expected to pay be-
tween $65 billion and $70 bil-
lion to acquire rival drug
maker Wyeth. Page 4

n Siemens is withdrawing from
a joint venture with French nu-
clear giant Areva that manufac-
tures reactors. Page 5

n Qimonda filed for insolvency
as the slump in memory-chip
prices scuppered a bailout plan.
The German firm said it plans
to continue operating. Page 6

n U.S. stock losses so far this
year point to a tough 2009. The
market’s January performance
often foretells how it will do
for the rest of the year. Page 17

n Barclays may report 2008
results ahead of schedule to ad-
dress investor worries that fur-
ther losses may force it to seek
U.K. government help. Page 18

By David Enrich

The total volume of outstanding
loans at about a dozen large U.S.
banks that got capital infusions
from the federal government de-
clined 1.4% in the fourth quarter,
deepening skepticism about the ef-
fectiveness of the Troubled Asset
Relief Program.

Launched in October to stabilize
financial institutions so they would
rev up lending to businesses, con-
sumers and each other, the pro-
gram, known as TARP, has missed
its target, according to quarterly fi-
nancial statements reviewed by The
Wall Street Journal. Total loans at
13 banks that have collected $148 bil-
lion in capital from taxpayers fell
nearly $46 billion to $3.31 trillion at
year end, down from $3.36 trillion
as of Sept. 30.

Banks reporting declines in out-
Please turn to page 27

By Dan Fitzpatrick

And Joann S. Lublin

Bank of America Corp.’s han-
dling of its acquisition of troubled
Merrill Lynch & Co. has put Chair-
man and Chief Executive Kenneth
Lewis on the hot seat with irate
shareholders. Among those disap-
pointed in the steep decline in the
bank’s stock are two veterans who
helped Mr. Lewis rise to the top.

Hugh McColl Jr., Bank of Ameri-
ca’s buccaneering former chairman
and chief executive, who picked Mr.
Lewis as his successor, and James
Hance, the bank’s former chief finan-
cial officer, privately have ex-
pressed disappointment in the
types of risks taken by Bank of Amer-
ica during this financial crisis, ac-
cording to people close to the men.

The two, who still own sizable
holdings of stock and remain influ-
ential with the bank’s board, are
among many shareholders who are
fuming at the sharp drop in the Char-
lotte, N.C., bank’s stock price since
the Merrill deal. Bank of America’s
shares are down more than 80%
since the agreement to buy Merrill
over a chaotic weekend in Septem-
ber.

Massive fourth-quarter losses at

Merrill forced Bank of America to
take an additional $20 billion in capi-
tal from the U.S. government, fur-
ther diluting the holdings of exist-
ing shareholders. That move partic-
ularly angered shareholders be-
cause Bank of America didn’t dis-
close its talks with the government
until after it closed on the Merrill ac-
quisition.

Mr. Lewis thought about scrap-
ping the deal but decided against it
after federal officials urged him to
reconsider.

“Hugh is livid,” said a person
who has discussed the bank’s per-
formance with Mr. McColl, who re-
tired as chief executive in 2001.

In an interview Sunday, Mr. Mc-
Coll said he is “disappointed” in the
drop in share price but not angry at
Mr. Lewis.

“I have lost a lot of money but
that doesn’t mean I hold some per-
sonal grudge,” he said. He called any

Please turn to back page

By Marc Champion

In the 38 years that business and
political leaders have been trekking
to the Swiss ski resort of Davos to
talk about the world economy, the
outlook hasn’t been bleaker or glo-
bal capitalism more racked with self-
doubt.

Forty heads of state—compared
with 27 last year—have signed up to
attend the annual meeting of the
World Economic Forum that begins
Wednesday with two questions dom-
inating: Just how bad will this glo-
bal recession get? And what will pro-
vide the growth needed to end it?

“Everyone is at a loss, this is the
start of a period of huge improvisa-

tion. There is no longer any best
practice around to refer to,” says
Victor Halberstadt, professor of eco-
nomics at Leiden University in the
Netherlands and a veteran of the
event.

“Why are we surprised all the
time, almost weekly [by bad finan-
cial news]? Do we really understand
too little about the economy? I’m
afraid the answer may be ‘yes’, and
that is why policy makers are going
to Davos,” Mr. Halberstadt says.

Over the years, Davos has be-
come as much a marketing event,
where companies look for business
and polish images, as the intimate
brainstorming venue of the event’s
early years, when a few hundred ex-
ecutives attended.

This year’s five-day confab,
which has signed up about 2,500
participants, will be a more sober af-
fair than usual, organizers say.
There are fewer gimmicks such as

Please turn to page 27

Editorial&Opinion

Peace through strength
Israel can’t accept an Iranian
terror base next door, says Ben-
jamin Netanyahu. Page 12

Loans decline
at U.S. banks
in rescue plan

As BofA falters, troubles
put chairman in hot seat7 7

What’s News—
Business & Finance World-Wide

Money & Investing > Page 17

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8077.56 -45.24 -0.56
Nasdaq 1477.29 +11.80 +0.81
DJ Stoxx 600 182.49 -0.36 -0.20
FTSE 100 4052.47 +0.24 +0.01
DAX 4178.94 -40.48 -0.96
CAC 40 2849.14 -20.48 -0.71

Euro $1.2807 -0.0161 -1.24
Nymex crude $46.47 +2.80 +6.41
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Thousands of scientists and
engineers, all driven by a vital goal:
increasing cleaner fuel supplies.
At ExxonMobil, we never stop looking for innovative
ways to find new energy supplies and improve
energy efficiency. Our latest effort: a $1 billion–plus
investment in three major refineries that will increase
their low-sulfur diesel production by 50%. Industry
commitments like this can go a long way toward
meeting the world’s cleaner energy needs.

The story continues at exxonmobil.com
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What would happen if a
euro-zone country appeared
at risk of defaulting on its
debt? That’s no longer just a
matter of academic interest.

In recent weeks, Spanish
and Portuguese sovereign
debt was downgraded and
Greece was cut to just one
notch above the minimum
the European Central Bank
will accept for its repur-
chase facilities.

It is no longer fanciful to
imagine that a euro-zone
member might be unable to
sell its bonds. But if a euro-
zone member did face de-
fault, it is highly unlikely to
spell the end of the cur-
rency union.

True, the treaty creating
European economic and
monetary union specifically
prohibits the ECB from bail-
ing out individual countries
by lending to them directly.
That was a political condi-
tion of monetary union.
Member states weren’t pre-
pared to accept the idea of
having to pay up to compen-
sate profligate borrowing
and public spending of an-
other country.

But that still leaves the
euro zone with other op-
tions. While the ECB can’t

lend directly to a euro-zone
country, with the approval of
governments it can buy its
debt on the secondary mar-
ket. That would offer a way
of underpinning demand for
the issuer in question.

Other governments
might also find it in their
self-interest to lend, if only
to prevent a domino effect
in the euro zone.

Leaving investors with
big losses on euro-zone gov-
ernment debt would do last-
ing damage to the euro’s
credibility, leading to higher
borrowing costs for every-
one.

Goldman Sachs reckons
EU central banks could mo-

bilize nearly Œ400 billion
($519 billion) in foreign-ex-
change reserves to rescue
member states.

Indeed, the euro zone
has already acted collec-
tively to prevent contagion
from spreading to its own
economy.

The EU contributed to
the Œ20 billion financing
package put together with
the International Monetary
Fund and the World Bank
for Hungary last year. The
ECB provided liquidity for
the Danish, Hungarian and
Polish banking systems in
October and November.
These measures were explic-
itly made available for coun-

tries that haven’t adopted
the euro, but it demon-
strates the capacity for im-
promptu emergency action.

Nor is there anything in
the treaties to prevent a
member state from going to
the IMF for support. Al-
though with no independent
currency to devalue, the
IMF is likely to demand
harsh conditions in return
for cash—including painful
structural reforms and fiscal
policy. Other European insti-
tutions, such as the Euro-
pean Investment Bank and
the European Bank for Re-
construction and Develop-
ment, might also be roped
in to provide conditional,
emergency funding.

But whatever painful con-
ditions might be attached to
a bailout, the alternative of
leaving the euro zone is
likely to be worse for a
struggling country. It would
face the nightmare prospect
of having to rebuild fiscal
and monetary credibility
from scratch while trying to
raise new finance denomi-
nated in a volatile and de-
preciating currency. Lenders
would likely demand puni-
tive terms.

—Matthew Curtin

Jobs nightmare for banks
Despite all the pain in

the U.S. financial sector,
bank executives’ biggest
fear has yet to materialize.
Now it’s rearing its ugly
head.

The nightmare is U.S. un-
employment climbing to-
ward 10%—a level at which
credit losses could balloon
unpredictably because of
high defaults among people
with previously strong
credit histories.

Right now, bank balance
sheets are barely in a posi-
tion to deal with U.S. unem-
ployment rising sharply
from its current 7.2%. Build-
ing up bad-loan reserves to
deal with a 9% to 10% rate
could pulverize capital.

And fear of rising unem-
ployment could deter lend-
ing at a time when the gov-
ernment wants banks to ex-
pand credit. Last week, con-
sumer lender Capital One
increased its unemployment
forecast to 8.7% by year
end. It is building even
worse scenarios into lend-
ing decisions.

Kelly King, chief execu-
tive of regional bank BB&T,
said unemployment of 8%
to 8.5% is “kind of manage-
able” but 9% to 10% would
“have a dramatic impact on

our scenarios.”
Take a credit-card book.

Past data show that a per-
centage-point increase in un-
employment leads to
roughly a percentage-point
increase in charge-offs. But
above 9%, bankers think
charge-offs will start in-
creasing by more than the
rise in unemployment, be-
cause of defaults among
prime borrowers with big-
ger loan balances.

Many executives, shell-
shocked by tumbling house
prices, have clammed up
about the link between un-
employment and credit.

Investors can stay one
step ahead, however—by
identifying banks that are
exposed to regions and
products that unemploy-
ment could hit hardest.

Particularly worrying is
California. Investors should
quiz Golden State-based
Wells Fargo about unem-
ployment and credit when
it reports its results on
Wednesday.

After halving in 2008,
bank stocks are already
down by more than a third
this year. Until the unem-
ployment angst goes away,
don’t expect a lasting rally.
 —Peter Eavis

Bank of America Chairman and CEO Kenneth Lewis, above, is under growing
pressure from shareholders, including Hugh McColl Jr., his former boss.

BofA chairman draws ire of big shareholders

Euro zone could survive default

talk of his unhappiness with Mr.
Lewis “hearsay.”

“I am supportive of Ken and con-
tinue to be supportive of Ken. I
don’t know where you would find
somebody to deal with all the prob-
lems better than he can.”

Reeling from the blow-up over
the Merrill deal, some Bank of
America directors informally
“reached out tentatively” to Mr.
Hance to see if he might be inter-
ested in becoming CEO in case the
board decided to make such a
move, said two people familiar
with the matter.

But “I don’t think there’s any-
thing seriously going on at the mo-
ment” in terms of a concerted ef-
fort to replace Mr. Lewis, one per-
son said. The board members de-
cided to extend the feelers because
they felt they “might not have a
choice” except to replace Mr.
Lewis, depending on the fallout
from the Merrill deal.

Mr. Hance, who is 64 years old,
was passed over for the top job
when Mr. McColl chose Mr. Lewis
instead. He stayed with Bank of
America until 2005 and now works
for the private-equity firm Carlyle
Group. Mr. Hance couldn’t be
reached Sunday.

Two people close to the board
say Mr. Lewis’s job isn’t in danger.
But with a regularly scheduled
board meeting set for Wednesday,
outside pressure on Mr. Lewis is
mounting.

Several lawsuits filed last week
allege that Mr. Lewis and his board
should have informed sharehold-
ers about mounting losses at Mer-
rill before the deal closed Jan. 1.

“He and the board acted impru-
dently,” said Richard Finger, whose
father sold Houston-based Charter

Bancshares Inc. to Bank of America
predecessor NationsBank in 1996
and had a consulting agreement
with the bank until 2003. Finger In-
terests Number One Ltd. controls
more than one million shares.

The annual shareholder meet-
ing, normally held in the spring,
also could be contentious. The com-
pany, while profitable in 2008,
ended the year with its first quar-
terly loss in 17 years and cut its divi-
dend to a penny.

The fact that prominent figures
with longstanding ties to Bank of
America are privately expressing
disappointment with the bank’s
performance turns the heat up on
Mr. Lewis in Charlotte, where many
current and former Bank of Amer-
ica executives live in the same
neighborhood and attend the same
parties.

Mr. Lewis started with the bank
in 1969 as a credit analyst, fresh
out of Georgia State University,
and it was Mr. McColl who gave him
the chance to compete in a culture
that valued results over pedigree.
Mr. Lewis was the man sent to
wring out costs from the compa-
nies Mr. McColl acquired.

Like Mr. Lewis, Mr. McColl also
had critics who argued he paid too
much for his conquests and de-
stroyed shareholder value. But in
the late 1980s, during the savings
and loan crisis, Mr. McColl also
showed he could mitigate risk, pick-
ing up First Republic Bank of Texas
for $1.3 billion and persuading the
Federal Deposit Insurance Corp. to
absorb all losses.

Mr. McColl handed over leader-
ship of the bank to Mr. Lewis in
2001, but he remains an influential

figure in Charlotte and active in
business circles via his investment
firm, McColl Partners, which is
headquartered on the 54th floor of
Bank of America’s Tryon Street
headquarters.

Four of the 16 directors at Bank
of America prior to the Merrill
merger are holdovers from the Mc-
Coll era: Walter Massey, Meredith
Spangler, Jackie Ward and Temple
Sloan, the board’s lead director.
Mr. McColl and Mr. Hance are both
close to Mr. Sloan, CEO of Raleigh,
N.C.-based General Parts Interna-
tional Inc., and to Dick Spangler,
the bank’s largest individual share-
holder and husband of the Bank of
America board member.

The Spanglers have 32 million
shares, or less than 1% of the out-
standing common stock. Mr. Lewis
owns more than two million shares
after acquiring 200,000 common
shares last week.

Mr. McColl has met with Mr.
Spangler in recent weeks, said two
people familiar with the meeting,
although people close to Mr. Mc-
Coll said such get-togethers are
common given their friendship.
Mr. McColl said the two typically
talk about a number of topics, in-
cluding the state of Charlotte and
world affairs.

Mr. Spangler, owner of a con-
struction company and former
president of the University of
North Carolina, has been a major
shareholder since 1982, when he
sold his controlling interest in the
Bank of North Carolina to NCNB
Corp., a predecessor to Bank of
America.

When asked about the recent
meeting with Mr. McColl, Mr. Span-
gler declined to confirm whether it
had taken place or what was dis-
cussed, but said any speculation
about its significance is “off base.”

Continued from first page

By Nisha Gopalan

China Petrochemical Corp. ex-
pressed preliminary interest in a
bid for a stake in Spanish oil com-
pany Repsol YPF SA, said people fa-
miliar with the matter, as internal
pressure grows for Chinese energy
companies to consider asset pur-
chases in a time of low prices.

The Chinese company, known as
Sinopec, has spoken to bankers in
Beijing and Hong Kong about advis-
ing it as it looks at a Repsol stake,
these people said. Sinopec has yet to
appoint an advising bank, suggest-
ing the interest is early and mightn’t
develop into a serious effort.

A Sinopec official said contact
had been made with bankers and
moreinformationcouldbemadepub-
lic soon, but declined to elaborate.

Bankers say Chinese oil compa-
nies have expressed renewed inter-
est in the deal arena as a result of of-
ficial pressure. China’s leaders have
for years shown interest in take
greater control of natural resources
as its economy grows and its de-
mand surges for everything from oil
to steel to crops. The recent drop in
commodities prices has taken some
of the air out of asset values and
could present a buying opportunity.

Repsol has a market value of
roughly $22 billion. Its shares and
bottom line have taken a hit from
oil’s slide to about $40 a barrel from
around $150 in the middle of last
year. Its shares in Madrid Friday
ended at Œ13.77 apiece ($17.90), after
rising as high asŒ27 a share last year.  

—Jing Yang in Shanghai and
Thomas Catan in Madrid

contributed to this article.
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U.K. economy sputters
Worst performance
since 1980 highlights
pressures on Brown
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Swatch Group AG says it is com-
mitting $30 million for a new flag-
ship store on Shanghai’s historic
Bund. A Jan. 15 article incorrectly
stated that Swatch is committing
300 million yuan, or $43.9 million,
for the store. The watchmaker is
also not a sponsor of Shanghai’s

World Expo in 2010 as was incor-
rectly stated.

By Laurence Norman

And Alistair MacDonald

LONDON—The U.K. economy
turned in its worst performance
since 1980 in the last quarter of
2008, highlighting the pressures on
Prime Minister Gordon Brown as his
government seeks ways to ease
what is threatening to be a deep and
prolonged recession.

U.K. bank stocks fell and the pound
touched a 23-year low against the U.S.
dollar Friday after the British govern-
ment announced real gross domestic
product—a broad measure of eco-
nomic activity, adjusted for inflation—
shrank a larger-than-expected 1.5% in
the last three months of 2008 from
the previous quarter.

Combined with a 0.6% decline in
the third quarter, it marks the first
time since 1991 that the U.K. has had
two consecutive quarters of contrac-
tion, a common definition of reces-
sion. Fourth-quarter real GDP was
down 1.3% from a year earlier.

The speed and breadth of the econ-
omy’s deterioration make it increas-
ingly likely that the recession will be
the deepest in decades, with damag-
ing consequences for already
strained public finances and for Mr.
Brown’s political fortunes. The U.K.

government has already put hun-
dreds of billions of pounds into stimu-
lus and financial bailout measures.

On Friday, Mr. Brown said his gov-
ernment is fighting the recession
“with every weapon at our disposal,”
and called for greater international
cooperation to address the banking
crisis at the center of the global
downturn. His Treasury chief,
Alistair Darling, acknowledged the
pace of the downturn had come as a
surprise, and said the government’s
measures would take time to work.

The U.K. joins a host of other ma-
jor countries in recession. The U.S.
contraction started in December
2007, while economies in Japan and
the euro zone shrank in the second
and third quarters.

The U.K. currency and bank stocks
fell after the GDP report, amid persis-
tent concerns that the bleak economic
outlook will translate into further
losses at banks.

The pound fell as low as $1.35 be-
fore recovering slightly to $1.38 Fri-
day, down nearly nine cents over the
week. Shares in Barclays PLC fell 14%
to £51.20 ($71.12).

The dismal data are likely to
prompt further interest-rate cuts by
the Bank of England, which has al-
ready slashed its target rate three per-
centage points in three months, to
1.50%, the lowest level in the bank’s
315-year history.

Bank of England Gov. Mervyn King
said last week the bank is prepared to
take “unconventional” measures to
support the economy, such as pump-
ing more money into the markets
through direct purchases of mortgage
bonds, corporate bonds and other
types.

In the GDP report, the govern-
ment said services output fell 1%
and industrial production dropped
3.9% on the quarter. Both were the
biggest declines since the 1970s.

The government also released re-
tail-sales data Friday that showed a
seasonally adjusted 1.6% rise in De-
cember from November, but said
the result was likely inflated by un-
usual factors, such as a cut in the
value-added tax.

Meanwhile, the pound’s fall in re-

cent months has done little to boost
exports. Slowdowns in the econo-
mies of Britain’s main trading part-
ners, the European Union and U.S.,
mean they are less likely to increase
consumption of British-made
goods.

This month, the U.K. reported its
global goods trade deficit widened
to £8.3 billion in November, from

£7.6 billion in October. Exports to
non-EU countries particularly the
U.S. slumped, creating the largest
deficit since records began in 1697.

“It doesn’t matter what the price
of something is if your customer
hasn’t got money,” said David San-
dall, managing director of Lynton Ex-
ports Ltd., a food exporter based in
Cheshire, Northern England.

CORRECTIONS & AMPLIFICATIONS

William Morrison Supermar-
kets PLC’s fiscal year ends Feb. 1. A
Corporate News article Friday incor-
rectly stated that Morrison will re-
port full-year results on Feb. 1.

LEADING THE NEWS

The recession is
likely to be the
country’s deepest
in decades.
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Deeper downturn
U.K. real gross domestic product declined 1.5% in the fourth quarter of 2008, 
the second consecutive quarterly contraction.
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standing loans range from Bank of
America Corp. and Citigroup Inc.,
each of which got $45 billion from
the government, to regional institu-
tions such as Comerica Inc. and Hun-
tington Bancshares Inc. Just three
of the banks reported growth in
loan portfolios: U.S. Bancorp, Sun-
Trust Banks Inc. and BB&T Corp.

The 13 financial institutions got
about three-fourths of the capital
pumped into bank balance sheets so
far. The loan figures exclude some
big TARP recipients that haven’t re-
ported fourth-quarter results yet,
such as Wells Fargo & Co.

Some bank executives insist it is
unfair to expect them to funnel a
large portion of government capital
into loans so soon after receiving it.
In addition to lower demand and
tightened credit standards as a re-
sult of the recession, it takes time to
make loans and to leverage capital
by pairing it with deposits and other
funding sources, bankers said.

But the fact that loan portfolios
at many banks are shrinking under-
scores the few strings that Treasury
Department officials attached to
the infusions, which has made it
much harder to keep capital from be-
ing used for dividends and other pur-
poses.

“It has failed,” said Campbell
Harvey, a finance professor at Duke
University’s business school. “Basi-
cally we have dropped a huge
amount of money…and we have
nothing to show for what we actu-
ally wanted to happen.”

In a survey last month of 569 U.S.
companies, Mr. Harvey and re-
searchers at Duke and the Univer-
sity of Illinois found that 59% felt
constrained by a lack of credit.
Many of those firms are shelving ex-
pansion plans and cutting jobs as a
result of funding shortages, accord-
ing to the survey, which is expected
to be released this week.

In Washington, a bipartisan cho-
rus of lawmakers and other govern-
ment officials, including senior
members of President Barack
Obama’s administration, are clamor-
ing for details about how banks are
using taxpayer capital. Lawmakers
are demanding that new strings be
attached to any future infusions.

Senior Treasury officials re-
cently have been huddling with in-
dustry executives about ways to
standardize how banks report lend-
ing data. Banks are set to privately
provide their first wave of data to
Treasury by Saturday, although in-
dustry officials said the disclosures
won’t divulge much beyond what al-

ready is included in normal regula-
tory filings.

But some banks are scrambling
to deploy the government capital.

Citigroup, which has received
$45 billion via TARP, is expected
Tuesday to outline a plan to use the
taxpayer capital to finance tens of
billions of dollars in new loans this
year, according to people familiar
with the matter. As part of that ef-
fort, Citigroup plans to unveil new
credit-card, student-loan and mort-
gage programs aimed at specific seg-
ments of the population, one person
said.

Citigroup, under pressure to
slim down and shed assets, recently
has been reining in many types of
credit lines. The company is attract-
ing scrutiny in Washington due to
its financial problems. Earlier this
month, Citigroup broke ranks with
other banks and endorsed Demo-
cratic legislation to let bankruptcy-
court judges modify the terms of
troubled mortgages.

Citigroup hasn’t used any of its
TARP funds to finance new loans.
Last fall, the company spent $10 bil-
lion of the capital to buy Fannie
Mae’s short-term commercial paper
in the secondary market, according
to the person familiar with the mat-
ter. The remaining $35 billion hasn’t

been put to use, the person said.
The overall drop in lending levels

at the 13 banks coincides with an in-
dustrywide retreat from broad
swaths of consumer lending. Banks
have scaled back mortgage lending,
canceled or substantially reduced
many home-equity and credit-card
lines, and, in some cases, stopped mak-
ing certain types of loans unless they
are guaranteed by the government.

Still, executives at many banks
said they continue to make and re-
new tens of billions of dollars in
loans and credit lines.

Bank of America and J.P. Morgan
Chase & Co., which together have re-
ceived $70 billion in government capi-
tal, said they originated a total of
$215 billion in loans in the fourth
quarter, even as both banks’ loan port-
folios shrank more than $11 billion.

It is hard to gauge whether those
new loans are a result of TARP or
whether the banks would have
made them even without govern-
ment capital.

The loan portfolios that the
banks publicly disclose reflect only
the outstanding loans on their
books, many of which were origi-

nated years ago, and not the actual
amount of new loans they made in a
given quarter. While several banks
reported their fourth-quarter loan
originations, they aren’t disclosing
comparable figures from prior peri-
ods, so it is unclear how the latest
levels stack up.

The decline in the total loan bal-
ances in the fourth quarter reflects
the hurdles that need to be over-
come before credit starts flowing
again.

Many banks are using TARP
funds to cover current or antici-
pated defaults on a wide variety of
loans. At the same time, sharehold-
ers are demanding that they slim
down their balance sheets to reflect
the risk-averse environment. And
federal regulators have been push-
ing many banks to set aside extra
capital to cushion against losses.
Bankers complain that this is at
odds with the government’s pleas to
make more loans.

Bankers also said demand for
low-risk loans is ebbing as consum-
ers and businesses rein in spending
and try to conserve cash.

Continued from first page

For world’s elite, Davos summit looks to be a sober affair

Lehman’s real-estate assets on block

Lending fell at banks aided by U.S., adding to TARP doubts

FROM PAGE ONE

scents pumped into session rooms
last year by a high-profile perfumer,
fewer movie stars have been in-
vited, and fewer lavish parties are
thrown by governments and compa-
nies. Goldman Sachs won’t be hold-
ing its usual party at Davos this
year, said spokesman Lucas van
Praag. “In the current environment,
we didn’t think it was appropriate,”
he said.

Still, more than 1,400 chief execu-
tives and chairmen of companies
are making the trip despite the deep
slump in corporate revenues and
stock markets.

And Davos doesn’t come cheap—
annual corporate membership re-
quired in order to send executives
costs 42,500 Swiss francs
($36,768), plus 18,000 francs to at-
tend the meeting, not including ac-
commodations, according to a Fo-
rum spokesman.

Other economic crises, in the
1980s and 1990s, seemed bad at the
time, but none so global or open-
ended, says Klaus Schwab, who
founded the World Economic Fo-
rum in 1971 and runs it through a
nonprofit organization. “This is ab-
solutely new in Davos. The only par-

allel would be in 2002, where peo-
ple were similarly concerned about
terrorism,” he says, referring to the
Forum meeting that followed the
Sept. 11, 2001, attacks on the U.S.

This year, big government looks
set to seize the Davos limelight from
the banks, hedge funds and sover-
eign wealth funds that attracted at-
tention in recent years. The reason
for this change, economists say, is
simple: The taxpayer now holds
what money and power remains in
an ailing global economy. Many big
banks are on government life sup-
port and even state-controlled sov-
ereign wealth funds aren’t offering
capital to struggling Western corpo-
rates.

“This may be the first Davos
where capitalism is widely viewed
as a failure, rather than something
to be admired,” says Ethan Kap-
stein, professor of economics and
political science at INSEAD busi-
ness school, who has been going to
Davos since 1994.

Richard Fuld Jr., CEO of Lehman
Brothers Holdings Inc., which filed
for bankruptcy in the fall, won’t
make it back this year. Nor will John
Thain, CEO of Merrill Lynch & Co.,
who was forced to resign last week.

That he had scheduled a trip to Da-
vos even though Merrill’s new
owner Bank of America had sig-
naled attending wasn’t a good idea
was said to be one point of conten-
tion.

Citigroup Chief Executive
Vikram Pandit and Lloyd Blankfein
of Goldman Sachs have chosen to
stay home, though they will send
other executives. Sir Win Bischoff,
Citi’s chairman, is scheduled to
come, but was told last week he is be-
ing replaced by Richard Parsons of
Time Warner.

B. Ramalinga Raju, chairman of
India’s Satyam Computer Systems
Ltd. was to have been on a panel this
year at the Forum, but instead is in
jail, arrested in connection with a
massive fraud. One banker sched-
uled to attend, Edgar de Picciotto,
chairman of Union Bancaire Privée,
lost big—to the tune of $700 million—
for clients by investing in the sus-
pected Ponzi scheme run by Ber-
nard Madoff in New York.

The U.S. is likely to be the subject
of finger-pointing at Davos, as the
country where the global financial
crisis started. It is also the focus of
most hopes for recovery. Yet the
Obama administration is planning

to send just one official, White
House senior adviser Valerie Jar-
rett, to represent the administra-
tion in Davos. Ms. Jarrett, a long-
time friend of President Barack
Obama, is subbing for Treasury Sec-
retary Lawrence Summers and Na-
tional Security Adviser James
Jones, who are remaining in Wash-
ington “to advise the president on
the near-term issues he must ad-
dress,” according to an administra-
tion official.

The headline governmental
names this year instead come from
big emerging markets. China’s pre-
mier, Wen Jiabao, and Russian
Prime Minister Vladimir Putin are
set to give speeches on the opening
day, Wednesday, at a time when
their economies, too, are getting hit
hard. Mr. Wen will be the first Chi-
nese leader to go to Davos. The lead-
ers of Japan, Germany and the U.K.
speak later in the event.

“The capitalist myth is lovely
and youthful. It kicked off the indus-
trial revolution, but maybe we need
a new one,” says Richard Olivier, son
of the late British actor Sir
Lawrence Olivier. Mr. Olivier, who
owns a company that gives semi-
nars, will give a dinner talk on busi-

ness leadership at Davos, based on
Shakespeare’s tragedy Macbeth.
The tale shows a heroic soldier
turned bad, led to self-delusion by
his own ambition and greed—think
Lehman Brothers, says Mr. Olivier.

Whether people find the medi-
cine they are looking for on what
German novelist Thomas Mann
called “the Magic Mountain” back
when Davos was a center for tuber-
culosis cures, is doubtful. But Mr.
Halberstadt believes it is a good
sign that politicians want to meet
and talk informally at a moment
when the globalized economy and
its institutions will be under grow-
ing stress from protectionism and
other threats, as governments re-
spond to domestic pressures in the
downturn.

Amid the bad economic news,
Mr. Schwab and others such as phi-
lanthropist and Microsoft Corp.
Chairman Bill Gates will be pressing
governments and CEOs to continue
to address and fund other global
challenges from climate change to
dwindling water supplies to Third
World disease. That, say Davos regu-
lars, could prove to be a much
tougher sell than a ticket to the
Magic Mountain.

Continued from first page

Source: WSJ analysis from company reports

Lending less
Some of the biggest recipients of U.S. capital saw loan volumes decline in 
the fourth quarter

Bank of America $45 $931.45

Citigroup 45 694.50

J.P. Morgan Chase 25 744.90

U.S. Bancorp 6.6 168.13

SunTrust Banks 4.85 127.00

Capital One 3.56 146.94

Regions Financial 3.5 97.42

Fifth Third Bancorp 3.41 85.60

BB&T 3.13 98.67

KeyCorp 2.5 76.50

Comerica 2.25 50.51

Marshall & Ilsley 1.72 49.99

Huntington Bancshares 1.4 41.09
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By Alison Tudor

TOKYO—Bidding started on Leh-
man Brothers Holdings Inc.’s real-
estate assets in Japan last week as
creditors in the U.S., Asia and Japan
try to claw their money back from
the bankrupt Wall Street firm, peo-
ple familiar with the matter said on
Friday.

When Lehman went into a tail-
spin last year, its units around the
world were sold or filed for bank-
ruptcy protection. Lehman Brothers
Japan Inc. filed at the Tokyo District
Court on Sept. 16.

Two of the Japanese firm’s real-es-
tate loan units, Lehman Brothers

Commercial Mortgage KK and Sun-
rise Finance Co., sought protection
on the same day. Their liabilities to-
taled 748.4 billion yen ($8.44 billion).

Japanese brokerage firm Nomura
Holdings Inc. acquired Lehman’s op-
erations in Asia, Europe and the Mid-
dle East but didn’t take any debt held
by the failed U.S. bank.

The timing of the auction is con-
tentious. With real-estate prices
plunging in Japan, mortgage loans
are hard to value. Few potential buy-
ers can borrow capital to make big
purchases since banks have tight-
ened lending criteria.

The administrators outside of Ja-
pan, KPMG and Alvarez & Marsal, be-

lieve they would be able to raise more
cash at a later date for the Asian and
U.S. creditors they are helping re-
cover capital, according to people fa-
miliar with the situation.

UBS AG, which is seeking repay-
ment for Japanese creditors to the
two units, however, is pushing for an
earlier sale, these people said.

First-round bids for the assets of
these two real-estate units were
placed on Tuesday. Companies show-
ing interest include funds at Lone
Star, Cerberus Capital Management
LP, Goldman Sachs Group Inc.’s Gold-
man Sachs Japan Co., Blackstone
Group LP and a Nomura Holdings
unit, the people said.
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Iceland government gives in
Ruling party calls
for elections in May
as protests continue

Re
ut
er
s

Rights charges leveled
at Russia and Georgia

By Charles Forelle

The financial meltdown ap-
peared near to claiming Iceland’s
government, as the ruling Indepen-
dence Party called Friday for elec-
tions in May—two years early—
amid violent protests and the frac-
turing of its coalition.

If the government is voted out, it
would be the latest victim of the glo-
bal financial crisis. Belgium’s gov-
ernment resigned last month after a
scandal connected to its bailout of a
crisis-hobbled bank.

In a news conference in Reykja-
vik, Prime Minister Geir Haarde, 57
years old, told reporters his party
had decided on early elections and
that he would stand down as leader
because his doctors had discovered
a malignant tumor of the esophagus,
according to news reports.

Thousands of people demon-
strated in Reykjavik Saturday call-

ing on the embattled government to
step down immediately. On Sunday,
Commerce Minister Bjorgvin Sig-
urdsson said he was resigning be-
cause of his role in the banking sec-
tor’s collapse.

Mr. Haarde’s position was sub-
stantially weakened last week when

Foreign Minister Ingibjörg Solrun
Gisladottir and the minister of edu-
cation—a top Independence Party
official—suggested early elections.

Ms. Gisladottir, the leader of the
left-leaning party in coalition with
the Independence Party, is a poten-
tial successor to Mr. Haarde.

LEADING THE NEWS

By Samantha Shields

TBILISI, Georgia—Russia and
Georgia violated international laws
of war during their conflict in Au-
gust and should investigate and
prosecute those responsible, a lead-
ing human-rights group said Friday.

Russian, Georgian and South Os-
setian forces broke international hu-
manitarian laws during the week-
long war that saw Russian troops
pour into Georgia to try to repel a
Georgian attempt to retake the
rebel region of South Ossetia, New
York-based Human Rights Watch
said in a 200-page report based on
more than 460 interviews.

“The governments should prose-
cute their own perpetrators of these
war crimes; justice should be done
at home,” said Carroll Bogert, associ-
ate director of Human Rights Watch
at a news conference in Tbilisi.

South Ossetian forces and volun-
teer militias committed war crimes
by ethnically cleansing Georgian vil-
lages in the rebel region after the
withdrawal of Georgian troops, the

report said. Russia failed in its obli-
gation as an occupying power to en-
sure public order and safety, it said.

Russia and Georgia were guilty
of using “indiscriminate and dispro-
portionate force,” meaning they
didn’t distinguish between military
and civilian targets. More investiga-
tion is needed to establish if either
side deliberately targeted civilians,
said Rachel Denber, the group’s Eu-
rope and Central Asia director.

Georgian forces used Grad rock-
ets in South Ossetia, which can’t be
targeted with precision. Both sides
used “cluster bombs,” which explode
into smaller bombs indiscriminately
and can ignite long after they’ve
been dropped, the report said.

Georgi Kandelaki, a Georgian pro-
government lawmaker, said the
country’s prosecutor general had
opened an investigation into possi-
ble human-rights violations but was
being prevented from collecting evi-
dence inside the conflict zone.

Russia’s Deputy Armed Forces
Chief Anatoly Nogovitsin denied
Russia had used cluster bombs.

Iceland’s Premier Geir Haarde said Friday that his party will call early elections. The
collapse of the financial system has put increasing pressure on the government.
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Sneha Sanghvi
Serkan Savasoglu
Alfred D. Schulz, Jr.
Dimitris J. Scotiniadis
Stuart B. Seeley
Kim Shaw
Jeffrey Siminoff
Thomas Ian Simpson
Michel Sindelar
Simon Stormer
Ian Sugarman
Iain Szucs
Khye-Hee Tan
Christopher Thiele
Xavier Trabia
Ravi Vazirani
Sabina Von Arx
Jamie Walton
Robert Webb
Alan Whitman
Candy Wong
David Wraight
Dennis Yamada
Martin Yule

We are proud to introduce our new Managing Directors.
Congratulations to these talented, committed individuals, whose integrity, intellect and

pursuit of excellence embody what it means to be World Wise.

T H E WA L L ST R E ET JOU R NA L . MONDAY, JANUARY 26, 2009 3

Anheuser Busch-Inbev pares its stake in China brewer

Fiat wraps a product pitch inside a cause
Nobel laureate stars
in ad televised free
in parts of Europe

By John W. Miller

Anheuser Busch-Inbev NV, the
world’s biggest beer maker, said Fri-
day it is selling most of its stake in
China’s Tsingtao Brewery Co. to
Asahi Breweries Ltd. of Japan for
$667 million.

The deal follows last year’s $52
billion acquisition of U.S. icon An-
heuser-Busch by Inbev of Belgium.
After completing the cash-based
transaction, ABInbev had trouble
completing its $45 billion loan pack-
age because of the global financial
crisis. It now has $14 billion in debt
to pay off.

Asahi will get a 20% stake in
Tsingtao, with ABInbev retaining a
7% share. It is the first of five assets
ABInbev Chief Executive Carlos
Brito has said he might sell. The oth-

ers are U.S. theme parks such as Sea-
World and Busch Gardens and South
Korean and German breweries, in-
cluding the one that makes the
Beck’s brand. Mr. Brito has esti-
mated their total value at $7 billion.

ABInbev is still committed to
China, the world’s biggest beer mar-
ket, Mr. Brito said. The company’s
strategy is to bring core Western
brands such as Budweiser and Stella
Artois into emerging markets, ana-
lysts say.

ABInbev owns more than 20
brewers in China, a spokeswoman
said.

“With strong local brands such
as Harbin and Sedrin and global
brands such as Budweiser, we are
well positioned to benefit from the
significant potential in this impor-
tant market,” Mr. Brito said in a

statement Friday.
The company, based in Belgium

and New York, said the deal would
“unlock shareholder value” as the
brewer works to repay debt from
the Anheuser-Busch deal.

ABInbev also has been busy on
the bond market. This month, it
raised $5 billion in the U.S. and $2.5
billion in Europe.

The brewer’s Brazilian leaders,
including Mr. Brito, have a reputa-
tion for cost cutting. In December,
the company said it would cut 1,400
U.S. jobs. This month, it promised to
close a U.K. brewery, trimming 182
positions.

The sale of most of its stake in a
Chinese brewer once considered a
jewel by Inbev leaders is also a sign
of the new relevance of Chinese com-
petition authorities. In November,

they approved Inbev’s merger with
Anheuser-Busch on condition the
combined company not increase its
Tsingtao stake.

Although Beijing didn’t explic-
itly order ABInbev to sell the stake,
it signaled the brewer wouldn’t be
given free rein. That probably con-
tributed to the decision, analysts
said.

“The path to clearance may now
often feature Beijing as much as
Brussels and Washington,” said
David Anderson, a partner in the
Brussels office of London-based Ber-
win Leighton Paisner LLP.

The Chinese antitrust decision
had no impact on ABInbev’s move to
trim its Tsingtao stake, the ABInbev
spokeswoman said.“This was about
value and speed to complete financ-
ing for the merger,” she said.

By Aaron O. Patrick

D
EMOCRACY activist
Aung San Suu Kyi has
spent about 12 years un-
der house arrest in My-
anmar. These days, how-

ever, she can be seen on European
TV as the star of a public-service an-
nouncement that doubles as an ad
for Fiat’s Lancia Delta car.

Olivier François, chief executive
of the Italian auto maker’s Lancia di-

vision, says the
campaign, which
draws attention to

the plight of Ms. Suu Kyi, a Nobel
prize winner and leader of the oppo-
sition to Myanmar’s repressive mili-
tary junta, is “not only for Lancia’s
benefit. It’s for the benefit of the
world.”

But Fiat is reaping an outsize re-
turn on its unusual blend of com-
merce and human-rights advocacy.
The ad cost only about Œ60,000
($78,000) to make but, because Fiat
bills it as a public-service announce-
ment, networks in nine European
countries, including Italy, France
and Germany, agreed to show it free
of charge, according to spokesmen
for Fiat and its ad agency, Gruppo
Armando Testa.

Four winners of the Nobel Peace
Prize appear in the TV spot, which
was shot in Paris last month at the
Ninth World Summit of Nobel Peace
Laureates. It shows former Polish
leader Lech Walesa, South Africa’s
Frederik Willem de Klerk, Northern
Ireland peace activist Betty Will-
iams, plus former hostage Ingrid
Betancourt, who isn’t a Nobel recepi-
ent, all arriving at the summit in
black Lancia Deltas. They are
watched by Mikhail Gorbachev, the

former Soviet leader.
“There are people who have

been fighting forever,” a voice-over
says, to the sound of violins. “We
would hug them all for a day, but
there is one hug we miss.”

A final Lancia pulls up. The door
opens to reveal an empty seat, sym-
bolizing Ms. Suu Kyi’s imprison-
ment. A photo of her follows, with
the text: “Lancia supports Aung
San Suu Kyi. Free now.” The cam-
paign also includes a newspaper ad,
billboard ad and a Web site.

The ads won’t appear in the U.S.
Fiat, which has said it will take a
35% stake in Chrysler LLC, as part
of an alliance meant to strengthen

both companies, gets most of its
sales from Europe and South Amer-
ica.

Fiat, strapped for cash and strug-
gling to draw attention to the Lan-
cia, decided a few years ago to pro-
mote the brand as helping improve
society. Late last year, the company
agreed to sponsor the Paris sum-
mit, says Mr. François, and decided
a TV spot would be a good way to
promote its involvement.

Mr. François, who is also Fiat’s
head of brand communications,
says he came up with the idea of an
ad for Ms. Suu Kyi, who won the
Peace Prize in 1991, because he had
followed the case of another pris-

oner, Ms. Betancourt, who was re-
cently released after six years of be-
ing held hostage by Colombian
rebels.

“It’s more efficient speaking
about people’s values instead of
gadgets,” Mr. François says. Ms.
Suu Kyi is also “very beautiful, ele-
gant and intelligent,” he adds.

In 1990 Ms. Suu Kyi’s National
League for Democracy won na-
tional elections in Myanmar, but
the military refused to give up
power. Ms. Suu Kyi has been de-
tained on and off since the early
1990s.

Fiat says it was impossible to ob-
tain Ms. Suu Kyi’s permission for

the ad because Myanmar’s rulers
strictly limit access to her, a claim
backed up by human-rights groups
and members of her political party.
But Fiat showed it to her represen-
tatives overseas and got a positive
response, both sides say.

“It’s of mutual benefit,” says U
Bo Hla-Tint, a senior member of My-
anmar’s government-in-exile,
which has appointed Ms. Suu Kyi its
leader. “It’s proving that in the fu-
ture even the business sector can
think about the suffering of the peo-
ple.” Fiat doesn’t plan to donate
money to groups connected to Ms.
Suu Kyi, Mr. François says.

Armando Testa, Italy’s largest
ad agency by revenue, got permis-
sion from each of the Nobel winners
and Ms. Betancourt to put them in
the ad, according to the ad’s cre-
ative director, Raffaele Balducci.

But the agency could only film
the individuals arriving at the Paris
conference, hoping no one would
trip or otherwise wreck the shoot.
(Ms. Williams got out of the wrong
side of the car and was cut from a
30-second version of the ad).

As for the free distribution of
the ad in much of Western Europe,
some TV stations may have contrib-
uted air time as “a little Christmas
present” because Fiat is a big adver-
tiser, Mr. François says. A spokes-
man for Germany’s big RTL net-
work says it ran the ad as part of its
general advertising agreement
with Fiat, and didn’t treat it as a so-
cial campaign.

Ethics experts are split over the
propriety of the campaign. Michael
Boylan, a philosophy professor at
Marymount University in Virginia
who co-wrote “Advertising Ethics,”
says the spot is “unethical and class-
less” because Fiat isn’t offering di-
rect help to Ms. Suu Kyi. Tony Pig-
ott, a director of Ethos JWT, a divi-
sion of WPP’s JWT ad agency spe-
cializing in social-issue ads, says
the ad is well made and unobjection-
able.

How some firms in
U.S. boost the boss’s
pension. Pages 14-15

Videogames linked
to antisocial conduct
WSJ.com/Juggle
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Vacancies at U.S. hotels are at a 20-year
high and many properties are in danger of
missing payments to lenders. Page 6
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A worker checks bottles at a Tsingtao
brewery in Qingdao. ABInbev plans to
sell most of its stake in the brewer.

ADVERTISING

A story board with voice-over script for the unusual TV spot in which Fiat combines commerce with human-rights advocacy.
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New gargantuan container ships could sink smaller rivals

Growth strategy
Wyeth has seen healthy growth in 
biotechnology and vaccines while some of its 
traditional pills have struggled.

Enbrel
Biotechnology drug

Prevnar
Vaccine

Protonix
Traditional pill

$2.9

2007

Revenue (in billions)
in first nine months of…

2008

$0.6

$2.1

Note: Protonix revenue in 2008 include the branded drug and a
generic launched by Wyeth.

Source: Wyeth

A
ss

oc
ia

te
d 

Pr
es

s

Wyeth’s headquarters in Madison, New Jersey

By John W. Miller

Container shippers are unleash-
ing a wave of titanic vessels on the
oceans during the biggest dip in glo-
bal trade since World War II.

The trend could keep sea freight
rates depressed well into 2010.
That’s good news for their custom-
ers, the millions of businesses big
and small that import parts and
products from overseas. But it’s
likely to spell pain within the ship-
ping industry itself and could precip-
itate consolidation as smaller play-
ers are pushed out.

The jumbo vessels—many
longer than three football fields—
carry everything from strawberries
and tea to iPods and motorcycles,
for thousands of customers at once.
The economies of scale can be great,
at least if shipments are coordi-
nated, which is no small feat.

The MSC Daniela is a glimpse of
the future. The size of an aircraft car-
rier, the ship completed its maiden
run from Asia to Europe this month
packed with 13,800 containers, or
equivalent units, each big enough to
contain all the contents of a three-
bedroom house.

Thirty-five ships of Daniela’s
scale are scheduled to hit water in
2009, doubling the number float-

ing today. They’ll make up roughly
a quarter of the net increase in con-
tainer capacity on the high seas.
The Asian companies that make up
16 of the top 20 container shippers
are also ordering the ships, led by
China’s Cosco Container Lines
with 24. By 2013, some 200 ul-
tralarge ships will be in service
around the world.

Meanwhile, a ship capable of fit-
ting 22,000 containers has been de-
signed by South Korea’s STX Ship-
building Co.

Giuseppe Di Maio, an operations
manager at the Daniela’s owner,
Mediterranean Shipping Co., said
the company filled every slot—but
at bargain rates.

Shippers are eager to avoid par-
tially filled vessels at almost any
cost. “To fill their big boats, these
guys will cut their price to any level
for customers,” said Dirk Visser, an
analyst at Dynamar NV, a Dutch con-
sultancy.

With overcapacity and a drop in
trade, the bottom recently fell out
on shipping rates. The rate for ship-
ping a container from Asia to Eu-
rope, the world’s busiest trade lane,
has fallen to around $300, one-
tenth the cost of a year ago, even as
some shippers cancel regular runs.
Some ships have gone so far as to

take containers free. The only cost
to the shipper is roughly $500 in
fuel and transit fees, which are as-
sessed on all containers.

According to the most recent
data available, the U.S., Japan, China
and the European Union all suffered
10% declines in exports in Novem-
ber, auguring a bitter 2009 for glo-
bal trade. Yet shipping companies

aren’t expected to cancel any orders
for new ships, allowing the global
fleet to increase by over 12%—way
ahead of expected demand.

Two European billionaires are
leading the move to supersize ships.

Gianluigi Aponte, owner of
Geneva-based Mediterranean Ship-
ping, has ordered 48 ultralarge ves-
sels, including the Daniela. MSC is

the second-largest container ship-
per in the world, with 450 vessels,
behind Denmark’s A.P. Moeller-
Maersk. Maersk, with 500 ships,
has eight ultralarge ships and 14
more on order. The numbers include
both purchases and long-term
leases.

Mr. Aponte’s rival is Jacques
Saadé, the 71-year-old founder and
director of Marseille-based CMA-
CGM, which has ordered 37 ul-
tralarge ships. The two tycoons,
who’ve been battling each other
since the 1970s, study each other’s
moves like chess players. “We’re
not shrinking anything in our orga-
nization,” Mr. Saadé said in a rare
interview. “If we need to, we’ll or-
der more big ships, for economies
[of scale].”

Most of the new big ships were
ordered before the economic bust in
anticipation that the China-fueled
boom in global trade would con-
tinue. But instead of canceling or-
ders, shippers now see an opportu-
nity to force a shakeout in what has
long been a fragmented industry of
family-led carriers.

“Somebody is not going to fill all
those boxes,” says Philip Damas, an
analyst with London-based Drewry
Shipping Consultants Ltd.

Pfizer nears huge deal to buy drug rival
Wyeth would be acquired for between $65 billion and $70 billion; Lipitor’s patent expiration looms over buyer

The world’s largest container shipper, Denmark’s A.P. Moeller-Maersk, operates
eight ultralarge ships, including this one. The company has 14 more on order.

CORPORATE NEWS

By Matthew Karnitschnig

And Sarah Rubenstein

Pfizer Inc. is expected to pay be-
tween $65 billion and $70 billion to ac-
quire rival Wyeth, people familiar
with the matter say, as the drug
maker makes a risky effort to shore it-
self up ahead of huge disruptions dur-
ing the next few years.

Pfizer plans to pay for about two-
thirds of the total cost in cash and use
its stock for the remainder, the people
say. It has raised about $25 billion in
bank financing and will tap its cash re-
serves for the rest. The per-share
price is expected to be about $50 per
Wyeth share, nearly a 30% premium
over Wyeth’s price in trading Thurs-
day, before The Wall Street Journal
disclosed news of the talks.

The clock is ticking for Pfizer as it
confronts the removal of its choles-
terol-drug Lipitor from patent protec-
tion in 2011. Lipitor provided $12.7 bil-
lion in revenue last year, or about a
quarter of the company’s overall
sales. Pfizer’s hope is that Wyeth,
which has become the world’s third-
largest biotechnology company, has
enough drugs to fill much of that hole.

Pfizer Chief Executive Jeff Kindler
has cut costs and laid off thousands of
employees since taking the New York
drug company’s helm in the summer
of 2006, but analysts and investors
consider those cuts insufficient to
make up for the pending loss of Lipi-
tor. Mr. Kindler is expected to remain
Pfizer’s CEO if the deal goes through.

A merger agreement could be
reached as early as this week, the peo-
ple close to the situation say, but the
timing remains uncertain and the
deal could still fall apart.

Any deal would be a harbinger of
change in the pharmaceutical busi-
ness as well as the broader financial
markets. Takeovers have come to a
virtual halt since the financial crisis

deepened in mid-September. Fund-
ing a purchase of this size would thus
be a tentative sign that some deals
can work their way through the
clogged financial system.

The market appeared to welcome
the deal Friday, with Pfizer shares ris-
ing 1.4% to $17.45 and Wyeth shares
gaining about 13% to $43.74.

Part of the appeal of Wyeth for
Pfizer is that it isn't burdened by
debt. Wyeth has $14.17 billion in cash
and $11.5 billion debt, according to
data provider Capital IQ. That means
Pfizer can use the net-cash position
on Wyeth’s balance sheet to help fund
the transaction.

Bankers concede that only compa-
nies like Pfizer—with its strong
credit rating and cash flow—can at-
tract such a large financing package.
Pfizer has substantial cash reserves

of nearly $30 billion, though much of
that is overseas and impossible to re-
patriate without incurring a substan-
tial tax bill. That means the drug
maker is likely to borrow a substan-
tial portion of the money it needs to
complete the transaction. Pfizer also
will have to pay higher funding costs
than it is accustomed to.

But Wyeth’s existing products and
those in its pipeline won’t offset the
loss in Pfizer’s revenue from generic
competition to Lipitor and other
drugs. Wyeth’s late-stage drug pipe-
line is meager, consisting primarily of
existing drugs for which the company
is trying to find new uses. Even Prev-
nar-13, Wyeth’s key investigational
product, which should be a multibil-
lion-dollar blockbuster, won’t be a
cure for Pfizer.

Still, given the high profile of the
deal and the dearth of other business,

a number of banks have been vying to
play a role in the deal financing, in-
cluding Goldman Sachs, Morgan Stan-
ley, Credit Suisse and Barclays PLC,
among others.

With American and British banks
and other natural buyers of corporate
debt in crisis, the market’s capacity to
absorb new debt is limited. That
could make it more difficult for other
pharmaceutical companies to pursue
deals of their own. The wave of consol-
idation in the drug sector that many
analysts are predicting may be no
more than a trickle.

Pfizer is itself the poster child for
the argument made by some in the
pharmaceutical industry that big
mergers stifle research productivity.
A new Pfizer-Wyeth could cut 70% of
Wyeth’s research-and-development
budget within a few years, analysts
predict. Pfizer declined to comment.

The deal may pose the largest risk
to Wyeth. The company is hitting its
stride after a decade of setbacks, hav-
ing quietly reinvented itself as a bio-
technology company. Its valuation
has held up over the past year, falling
just 7.5%, compared with a 38% drop
in the Standard & Poor’s 500-stock in-
dex. In accepting Pfizer shares, Wyeth
would be putting itself in the hands of
a company that has struggled to ab-
sorb large acquisitions in the past.

Most analysts discount the likeli-
hood that another company will en-
ter the fray and try to snatch Wyeth
from Pfizer’s clutches. Pfizer is al-
ready the biggest drug maker in the
world by revenue and has more cash
than its rivals. One company with the
wherewithal to challenge Pfizer is
Johnson & Johnson. But like Wyeth,
which makes painkiller Advil, J&J has
a large over-the-counter drug busi-
ness, including Tylenol. Such overlap
might make a combination of the two
difficult to get past regulators.

Wyeth’s attractiveness is still a
big turnabout for a company that
was in disarray nearly a decade ago.
Formerly known as American Home
Products, it made everything from
food products to home goods such as
pots and pans.

During the 1990s and the early
part of this decade, it became mired
in lawsuits and controversies over
the safety of its major drugs, includ-
ing diet drugs that were pulled from
the market after being linked to heart-
valve damage.

In the intervening years, Wyeth
has transformed itself into a leader in
vaccines and biotechnology. It co-
markets Enbrel, an anti-inflamma-
tory biologic, with Amgen Inc. Wy-
eth’s share of revenue from Enbrel
amounted to $2.9 billion in the first
nine months of 2008.
 —Shirley S. Wang

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

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

3.82% 9 World -a % % 154.66 –0.70% –43.2% 6.22% 9 U.S. Select Dividend -b % % 494.23 –1.34% –38.1%

% Global Dow 990.20 –0.15% –37.4% 1345.08 –1.45% –45.5% 4.81% 12 Infrastructure 1214.10 0.29% –28.1% 1479.26 –1.10% –37.5%

4.79% 9 Stoxx 600 182.50 –0.20% –43.4% 174.32 –1.51% –50.7% 2.88% 5 Luxury 531.00 –0.85% –44.0% 575.85 –2.14% –51.3%

4.82% 9 Stoxx Large 200 198.30 –0.09% –43.1% 188.44 –1.39% –50.5% 2.99% 6 BRIC 50 230.80 0.46% –52.9% 281.21 –0.93% –59.0%

4.66% 10 Stoxx Mid 200 159.60 –0.49% –43.5% 151.61 –1.80% –50.8% 4.16% 3 Africa 50 514.60 –0.19% –51.1% 417.43 –1.58% –57.5%

4.52% 10 Stoxx Small 200 94.80 –1.48% –47.3% 90.00 –2.77% –54.2% 8.94% 4 GCC % % 986.12 –0.05% –64.7%

4.91% 8 Euro Stoxx 198.80 –0.55% –44.8% 189.89 –1.85% –51.9% 4.70% 8 Sustainability 621.00 0.01% –38.0% 670.57 –1.30% –46.0%

4.91% 8 Euro Stoxx Large 200 212.90 –0.45% –45.2% 202.14 –1.75% –52.3% 2.98% 10 Islamic Market -a % % 1376.55 –0.08% –36.7%

4.87% 9 Euro Stoxx Mid 200 184.60 –0.76% –41.3% 175.21 –2.06% –48.9% 3.29% 9 Islamic Market 100 1477.50 1.19% –21.3% 1617.31 –0.14% –31.5%

5.03% 11 Euro Stoxx Small 200 106.60 –1.80% –45.8% 101.06 –3.09% –52.8% 3.29% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1052.80 –1.86% –60.9% 1152.37 –3.15% –65.9% 2.98% 10 Wilshire 5000 % % 8385.13 0.57% –37.5%

7.23% 7 Euro Stoxx Select Div 30 1189.20 –1.21% –58.5% 1306.67 –2.50% –63.9% % DJ-AIG Commodity 121.90 4.03% –30.7% 113.23 2.67% –39.7%

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

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

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

Australia 1.5353 2.1013 1.3139 0.1848 0.0464 0.2185 0.0172 0.3861 1.9663 0.2639 1.2298 ...

 Canada 1.2484 1.7086 1.0684 0.1503 0.0377 0.1777 0.0140 0.3140 1.5989 0.2145 ... 0.8131

 Denmark 5.8187 7.9638 4.9796 0.7004 0.1758 0.8282 0.0651 1.4635 7.4523 ... 4.6609 3.7900

 Euro 0.7808 1.0686 0.6682 0.0940 0.0236 0.1111 0.0087 0.1964 ... 0.1342 0.6254 0.5086

 Israel 3.9760 5.4418 3.4027 0.4786 0.1202 0.5659 0.0445 ... 5.0923 0.6833 3.1849 2.5898

 Japan 89.3450 122.2820 76.4613 10.7541 2.7001 12.7172 ... 22.4711 114.4286 15.3548 71.5676 58.1949

 Norway 7.0256 9.6155 6.0125 0.8456 0.2123 ... 0.0786 1.7670 8.9980 1.2074 5.6276 4.5761

 Russia 33.0900 45.2886 28.3184 3.9829 ... 4.7100 0.3704 8.3224 42.3800 5.6868 26.5059 21.5532

 Sweden 8.3080 11.3707 7.1100 ... 0.2511 1.1825 0.0930 2.0895 10.6405 1.4278 6.6549 5.4114

 Switzerland 1.1685 1.5993 ... 0.1406 0.0353 0.1663 0.0131 0.2939 1.4966 0.2008 0.9360 0.7611

 U.K. 0.7306 ... 0.6253 0.0879 0.0221 0.1040 0.0082 0.1838 0.9358 0.1256 0.5853 0.4759

 U.S. ... 1.3686 0.8558 0.1204 0.0302 0.1423 0.0112 0.2515 1.2807 0.1719 0.8010 0.6513

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 390.50 3.00 0.77% 816.00 305.50
Soybeans (cents/bu.) CBOT 1009.00 –3.00 –0.30% 1,653.50 779.25
Wheat (cents/bu.) CBOT 582.75 16.00 2.82 1,275.00 471.00
Live cattle (cents/lb.) CME 85.800 0.400 0.47 119.200 82.400
Cocoa ($/ton) ICE-US 2,661 81 3.14 3,228 1,884
Coffee (cents/lb.) ICE-US 119.65 0.20 0.17 181.60 102.15
Sugar (cents/lb.) ICE-US 12.70 0.32 2.58 15.85 9.89
Cotton (cents/lb.) ICE-US 50.64 1.71 3.49 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,830.00 –40 –2.14 2,052 1,350
Cocoa (pounds/ton) LIFFE 2,025 56 2.84 2,027 992
Robusta coffee ($/ton) LIFFE 2,244 109 5.11 2,747 1,580

Copper (cents/lb.) COMEX 147.20 7.60 5.44 398.40 125.50
Gold ($/troy oz.) COMEX 897.70 37.20 4.32 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1194.00 57.50 5.06 2,122.50 8.50
Aluminum ($/ton) LME 1,326.00 –21.00 –1.56 3,340.00 1,326.00
Tin ($/ton) LME 11,025.00 –375.00 –3.29 25,450 9,750
Copper ($/ton) LME 3,085.00 –115.00 –3.59 8,811.00 2,815.00
Lead ($/ton) LME 1,071.00 –34.00 –3.08 3,460.00 870.00
Zinc ($/ton) LME 1,119.50 –12.50 –1.10 2,840.00 1,065.00
Nickel ($/ton) LME 11,100 –25 –0.22 33,600 9,000

Crude oil ($/bbl.) NYMEX 46.47 2.80 6.41 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4449 0.0993 7.38 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.1827 0.0636 5.68 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.493 –0.169 –3.63 14.169 4.470
Brent crude ($/bbl.) ICE-EU 48.37 2.98 6.57 150.53 38.80
Gas oil ($/ton) ICE-EU 424.00 –2.75 –0.64 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 23
Per In

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

Argentina peso-a 4.4555 0.2244 3.4788 0.2875

Brazil real 3.0114 0.3321 2.3513 0.4253
Canada dollar 1.5989 0.6254 1.2484 0.8010

1-mo. forward 1.5994 0.6252 1.2488 0.8008
3-mos. forward 1.5992 0.6253 1.2486 0.8009
6-mos. forward 1.5977 0.6259 1.2475 0.8016

Chile peso 795.35 0.001257 621.00 0.001610
Colombia peso 2918.64 0.0003426 2278.85 0.0004388
Ecuador US dollar-f 1.2807 0.7808 1 1
Mexico peso-a 18.0154 0.0555 14.0663 0.0711
Peru sol 4.0504 0.2469 3.1625 0.3162
Uruguay peso-e 29.201 0.0342 22.800 0.0439
U.S. dollar 1.2807 0.7808 1 1
Venezuela bolivar 2.75 0.363616 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9663 0.5086 1.5353 0.6514
China yuan 8.7731 0.1140 6.8500 0.1460
Hong Kong dollar 9.9358 0.1006 7.7578 0.1289
India rupee 62.7888 0.0159 49.0250 0.0204
Indonesia rupiah 14485 0.0000690 11310 0.0000884
Japan yen 114.43 0.008739 89.35 0.011193

1-mo. forward 114.37 0.008744 89.30 0.011199
3-mos. forward 114.22 0.008755 89.18 0.011213
6-mos. forward 113.91 0.008779 88.94 0.011244

Malaysia ringgit-c 4.6434 0.2154 3.6255 0.2758
New Zealand dollar 2.4381 0.4102 1.9037 0.5253
Pakistan rupee 101.243 0.0099 79.050 0.0127
Philippines peso 60.644 0.0165 47.350 0.0211
Singapore dollar 1.9320 0.5176 1.5085 0.6629
South Korea won 1781.40 0.0005614 1390.90 0.0007190
Taiwan dollar 43.142 0.02318 33.685 0.02969
Thailand baht 44.711 0.02237 34.910 0.02865

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

Euro zone euro 1 1 0.7808 1.2807
1-mo. forward 1.0005 0.9995 0.7812 1.2801
3-mos. forward 1.0011 0.9989 0.7817 1.2793
6-mos. forward 1.0018 0.9982 0.7822 1.2785

Czech Rep. koruna-b 28.121 0.0356 21.957 0.0455
Denmark krone 7.4523 0.1342 5.8187 0.1719
Hungary forint 288.36 0.003468 225.15 0.004441
Norway krone 8.9980 0.1111 7.0256 0.1423
Poland zloty 4.4333 0.2256 3.4615 0.2889
Russia ruble-d 42.380 0.02360 33.090 0.03022
Sweden krona 10.6405 0.0940 8.3080 0.1204
Switzerland franc 1.4966 0.6682 1.1685 0.8558

1-mo. forward 1.4959 0.6685 1.1680 0.8562
3-mos. forward 1.4943 0.6692 1.1667 0.8571
6-mos. forward 1.4909 0.6707 1.1641 0.8590

Turkey lira 2.1314 0.4692 1.6642 0.6009
U.K. pound 0.9358 1.0686 0.7306 1.3687

1-mo. forward 0.9363 1.0680 0.7311 1.3678
3-mos. forward 0.9365 1.0678 0.7312 1.3675
6-mos. forward 0.9363 1.0680 0.7311 1.3678

MIDDLE EAST/AFRICA
Bahrain dinar 0.4828 2.0711 0.3770 2.6526
Egypt pound-a 7.1133 0.1406 5.5540 0.1801
Israel shekel 5.0923 0.1964 3.9760 0.2515
Jordan dinar 0.9081 1.1013 0.7090 1.4104
Kuwait dinar 0.3727 2.6831 0.2910 3.4364
Lebanon pound 1930.73 0.0005179 1507.50 0.0006634
Saudi Arabia riyal 4.8035 0.2082 3.7505 0.2666
South Africa rand 13.1655 0.0760 10.2795 0.0973
United Arab dirham 4.7048 0.2126 3.6735 0.2722

SDR -f 0.8608 1.1617 0.6721 1.4879

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 600 182.49 –0.36 –0.20% –7.3% –43.4%

 9 DJ Stoxx 50 1901.77 3.31 0.17% –7.9% –41.4%

 8 Euro Zone DJ Euro Stoxx 198.78 –1.10 –0.55 –10.8% –44.8%

 8 DJ Euro Stoxx 50 2147.87 –12.20 –0.56 –12.4% –43.1%

 4 Austria ATX 1563.08 –28.80 –1.81 –10.7% –59.9%

 6 Belgium Bel-20 1834.19 28.81 1.60 –3.9% –49.5%

 6 Czech Republic PX 751.0 –16.8 –2.19 –12.5% –51.1%

 9 Denmark OMX Copenhagen 227.71 –3.35 –1.45 0.7% –41.6%

 8 Finland OMX Helsinki 4960.86 17.23 0.35 –8.2% –53.1%

 6 France CAC-40 2849.14 –20.48 –0.71 –11.5% –41.6%

 9 Germany DAX 4178.94 –40.48 –0.96 –13.1% –38.7%

 … Hungary BUX 11670.41 26.83 0.23 –4.7% –51.2%

 2 Ireland ISEQ 2278.03 43.04 1.93 –2.8% –66.3%

 5 Italy S&P/MIB 17283 –86 –0.50 –11.2% –49.5%

 4 Netherlands AEX 234.14 –1.32 –0.56 –4.8% –46.6%

 6 Norway All-Shares 271.32 3.36 1.25 0.4% –42.9%

 17 Poland WIG 24798.00 –134.01 –0.54 –8.9% –47.8%

 10 Portugal PSI 20 6294.20 30.37 0.48 –0.7% –43.4%

 … Russia RTSI 498.20 –17.31 –3.4% –21.2% –75.5%

 7 Spain IBEX 35 8172.8 13.5 0.17% –11.1% –37.8%

 15 Sweden OMX Stockholm 187.93 –1.49 –0.79 –8.0% –39.9%

 11 Switzerland SMI 5306.91 –22.53 –0.42 –4.1% –31.0%

 … Turkey ISE National 100 24781.83 139.90 0.57 –7.8% –45.5%

 8 U.K. FTSE 100 4052.47 0.24 0.01 –8.6% –31.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 84.48 –2.72 –3.12 –9.7% –42.5%

 … Australia SPX/ASX 200 3342.7 –144.1 –4.13 –10.2% –43.0%

 … China CBN 600 16643.43 –64.81 –0.39 12.7% –58.4%

 8 Hong Kong Hang Seng 12578.60 –79.39 –0.63 –12.6% –49.9%

 10 India Sensex 8674.35 –139.49 –1.58 –10.1% –52.8%

 … Japan Nikkei Stock Average 7745.25 –306.49 –3.81 –12.6% –43.2%

 … Singapore Straits Times 1685.23 –23.54 –1.38 –4.3% –46.7%

 11 South Korea Kospi 1093.40 –22.83 –2.05 –2.8% –35.4%

 9 AMERICAS DJ Americas 209.71 1.59 0.76 –7.3% –38.6%

 … Brazil Bovespa 38132.35 238.02 0.63 1.6% –33.6%

 11 Mexico IPC 19348.81 42.08 0.22 –13.5% –29.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 22, 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* 205.56 –0.88%–49.0% –49.0%

3.80% 11 World (Developed Markets) 830.42 –0.95%–47.7% –47.7%

3.40% 11 World ex-EMU 98.43 –1.02%–45.6% –45.6%

3.70% 11 World ex-UK 836.44 –1.04%–46.6% –46.6%

4.80% 9 EAFE 1,094.19 –0.09%–51.4% –51.4%

4.10% 8 Emerging Markets (EM) 514.36 –0.16%–58.7% –58.7%

5.40% 8 EUROPE 63.92 –0.96%–49.8% –49.8%

6.20% 7 EMU 118.91 –0.54%–57.5% –57.5%

5.60% 9 Europe ex-UK 70.92 –1.05%–49.1% –49.1%

7.40% 6 Europe Value 68.48 –0.94%–54.8% –54.8%

3.60% 11 Europe Growth 57.77 –0.97%–44.7% –44.7%

5.40% 7 Europe Small Cap 98.06 –0.48%–54.4% –54.4%

4.50% 4 EM Europe 142.35 –3.07%–70.4% –70.4%

5.10% 6 UK 1,199.74 –0.21%–37.5% –37.5%

5.60% 8 Nordic Countries 93.44 –1.75%–54.7% –54.7%

3.50% 3 Russia 355.52 –3.12%–76.3% –76.3%

4.50% 10 South Africa 536.96 –0.97%–24.7% –24.7%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 223.14 0.90%–57.9% –57.9%

2.80% 12 Japan 490.22 1.08%–47.9% –47.9%

3.10% 10 China 35.84 0.17%–58.0% –58.0%

1.80% 10 India 337.96 –0.17%–60.5% –60.5%

2.70% 9 Korea 305.63 1.16%–40.9% –40.9%

8.50% 8 Taiwan 159.62 0.00%–52.2% –52.2%

2.80% 15 US BROAD MARKET 900.54 –1.73%–43.5% –43.5%

2.20% 53 US Small Cap 1,117.71 –2.90%–43.7% –43.7%

4.00% 9 EM LATIN AMERICA 2,008.91 –0.61%–54.3% –54.3%

*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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Siemens to leave venture
Decision to end ties
to Areva may revamp
French nuclear sector

Intel chairman to resign in May

Yahoo’s new CEO to deliver
bad news, lay out her plan

Siemens AG on Monday will an-
nounce its withdrawal from a joint
venture with France’s nuclear giant
Areva SA, people familiar with the
situation said.

The venture, Areva NP, is the
world’s largest maker of nuclear-

power reactors by revenue. Siemens
will decide to sell its 34% interest in
Areva NP at a board meeting Mon-
day, these people said.

The German conglomerate’s deci-
sion will bring to an end a 10-year
partnership with Areva and could
trigger a restructuring of France’s nu-
clear industry. The industry is
thought to have bright prospects for
the next few decades as global-warm-
ing fears push governments to rein
in the use of fossil fuels and to start
or restart nuclear-power programs.

Yet Siemens’s pullout presents a
financing problem for Areva. The Sie-
mens stake is valued at Œ2.1 billion
($2.73 billion) on Areva’s books, and
Areva is obliged to buy it back accord-
ing to terms of a 1999 agreement.
Areva also needs to invest heavily to
take advantage of increased demand
for its products and services.

That leaves the French govern-

ment with a dilemma: It doesn’t
have the funds, but is still eager to
retain control over what it regards
as a strategic company.

Areva Chief Executive Officer
Anne Lauvergeon has said she would
like to raise about Œ3 billion through
a capital increase that would dilute
the French government’s stake but
leave it with a majority holding. The
weak state of world financial mar-
kets would make that difficult now.

In recent years, Siemens had
sought to convert its interest in
Areva NP into a stake in parent com-
pany Areva. In 2007, the French gov-
ernment made clear its opposition
to such a move, unless Germany re-
versed a decision to phase out nu-
clear power by 2020.

German Chancellor Angela Mer-
kel’s Christian Democrats agreed in
2005 to uphold the phase-out plan.
But many in her party fear that los-
ing nuclear energy will leave Ger-
many short of electricity, or more de-
pendent on high-polluting brown
coal and Russian gas.

French officials said the govern-
ment would take a fresh look at a pro-
posal by Alstom SA, a French maker
of high-speed trains and power-gen-
eration plants. Alstom is offering to
create a vast heavy-engineering con-
glomerate by combining Alstom and
Areva in a single entity.

But Ms. Lauvergeon recently
said the Alstom proposal “won’t
bring much synergy and Alstom
won’t give me the cash I need.”

By Don Clark

Intel Corp. said Chairman Craig
Barrett, the man credited with turn-
ing the chip maker into a world-class
manufacturer, will retire in May.

Longtime director Jane Shaw has
been elected by the board to assume
the position of nonexecu-
tive chairman, Intel said.
Both Ms. Shaw and Mr. Bar-
rett are 69 years old.

Since yielding the chief
executive position to Paul
Otellini in 2005, Mr. Bar-
rett has focused more on
policy issues than day-to-
day management.

In an interview, he said
his retirement had nothing
to do with recession-driven
problems plaguing the elec-
tronics industry and Intel, which an-
nounced a 90% drop in fourth-quar-
ter profit last week and followed up
with plant closings that will cut up to
6,000 jobs. “We’ve been through ten

of these,” Mr. Barrett said of the
downturn.

Rather, he said, the timing stems
more from the fact that the compa-
ny’s products, manufacturing tech-
nology and management team have
solidified. “Frankly, I don’t think
we’ve ever been more competitive,”

Mr. Barrett said. “They
don’t need me anymore.”

Mr. Barrett, who joined
Intel in 1974, served as CEO
from 1998 through 2005.

Ms. Shaw, though not
known as a technologist,
has been an important mem-
ber of Intel’s board, some-
times giving presentations
at the company’s annual
meeting. She chairs the
board’s audit committee.

Ms. Shaw was chairman
and chief executive of Aerogen Inc., a
medical-device company, between
1998 and 2005.

Mr. Barrett rose to prominence as
Silicon Valley was reeling from com-

petition by Japanese companies
whose production prowess helped
drive Intel and other U.S. suppliers
from the market for memory chips.

Robert Burgelman, a Stanford Uni-
versity management professor, said
Mr. Barrett continued Intel’s invest-
ments in production capacity during
the post-Internet slump—despite
criticism on Wall Street—and drove
Intel to stay a generation ahead of ri-
vals in production technology.

In a search for new opportunities,
Mr. Barrett also went on a costly ac-
quisition binge, paying more than
$10 billion for companies during the
Internet bubble. Many of these were
later shut down or sold off.

But other companies made simi-
lar mistakes, Mr. Burgelman noted,
and the skills Intel gathered would
later help in areas such as wireless
communications in laptops.

Mr. Barrett said “we could have
done better” on the acquisitions, but
expressed no regrets about them or
other aspects of his tenure.

Schlumberger net falls; outlook dims

Reports to show how far
consumers have cut back

By Jessica E. Vascellaro

Afterjusttwoweeksonthejob,Ya-
hoo Inc.’s new chief executive, Carol
Bartz, will be in the hot seat Tuesday
as she presents fourth-quarter re-
sultstoshareholdersonpinsandnee-
dles to hear her turnaround plan.

First, she probably will have to
deliver some bad news. Analysts are
expecting Yahoo’s fourth-
quarter revenue and profit
to have dropped slightly
from a year ago as advertis-
ers pull back their budgets.
And the straight-talking
Ms. Bartz—who said “let’s
give [Yahoo] some frickin’
breathing room” on a call
announcing her appoint-
ment earlier this month—
isn’t expected to dress up
the results. “I’m going to
tell you exactly how I see
things,” she said at the time, also
promising to “get outward looking
and kick some butt.”

After meetings with employees
and customers in recent days, she
may be ready to elaborate on her

plan. Ms. Bartz, 60 years old, hasn’t
beenshyaboutmakingchanges.Last
week, she and other Yahoo execu-
tives announced a salary freeze, fol-
lowing significant layoffs last year.
And she has made some big changes
on top, deciding not to appoint a new
president to succeed the departing
Susan Decker.

Analysts and investors want to
see a lot more cost-cutting
and a plan for winning back
business lost to Google and
a broad array of rivals.

Ms. Bartz isn’t likely to
say much about other topics
oneveryone’smind:asearch
dealwith MicrosoftCorp.or
a possible combination with
Time Warner Inc.’s AOL.

But she says she is going
totakesometimetofigureit
out—and to chew on other
questions, such as whether

Yahoo should sell off other parts of
its vast portfolio. Investors may give
her some breathing room. But with
shares down more than 40% in the
past 12 months, it probably won’t be
much.

Craig Barrett

CORPORATE NEWS

By Ellen Byron

Just how much consumers have
tightened their belts will become a
good deal clearer this week, when a
slew of consumer-staples makers re-
port their earnings, including indus-
try titan Procter & Gamble Co.

Monday’s report from Kimberly-
Clark Corp., then Thursday’s from
Colgate-Palmolive Co. and Friday’s
from P&G—with a handful of smaller
players in between—will reveal how
much shoppers have had to cut back
on toothpaste, diapers, laundry de-
tergent and other goods they regu-
larly use. And the industry’s outlook
for the full year will offer guidance
on how quickly consumer spending
can be expected to rebound.

Right now, expectations are
bleak. Evidence is mounting that
consumers are drawing down their
pantries, using up the products they
have on hand rather than spending
on new ones. Retailers and distribu-
tors also are cutting back invento-
ries, a factor that led to P&G’s warn-
ing in December that its sales gains
for the latest quarter would be
weaker than it had forecast.

The coming earnings report is ex-
pected to “represent the first quar-
ter in more than five years when
P&G does not deliver organic [sales]
growth of at least 5%,” J.P. Morgan
analyst John Faucher said in a re-
search note.

Adding further pressure: increas-
ing competition from private-label
goods. Improved product quality and

increasingly aggressive marketing
and promotions by retailers have
given store-branded items a better
edge against their generally pricier
name-brand competitors. Last year,
U.S. sales of private-label products in-
creased about 8% over 2007, by value,
compared with a 1% gain by branded
goods during the same period, accord-
ing to research by Sanford Bernstein
analyst Ali Dibadj. He notes a similar
dynamic in Western Europe. “I want
to hear how these companies are deal-
ing with this private-label competi-
tion” this week, he says.

Though falling commodity costs
offer a glimmer of hope, the savings
may not be enough to offset the
other macroeconomic headwinds
consumer-products companies
face, some analysts warn. “While
[the] early benefit of falling input
costs should provide some modest
help, falling demand, [unfavorable
currency conversions], tight or non-
existent credit, retailer and con-
sumer destocking and higher promo-
tional spending should all wreak
havoc,” Deutsche Bank analyst Bill
Schmitz said in a report.

Consumer-products companies
typically are considered a safe ha-
ven for investors. The reaction to
this week’s results will demonstrate
whether the industry’s mounting
pressures send shareholder dollars
elsewhere.

“P&G is recession-resistant but
not recession-proof,” Chief Execu-
tive A.G. Lafley told investors at a
New York presentation last month.

Carol Bartz

Source: the company *As of end 2007

Areva SA

Areva NP Areva NC Areva T&D

100%66% 100%

Nuclear reactors Uranium mining,
nuclear fuel,
nuclear waste
management

High-voltage
equipment

French state and
state agencies
90.95%

Areva SA ownership*

Eléctricité
de France
2.42%

Total SA
1.02%

Free float
4.03%

Calyon SA
0.89%

Employees
0.69%

Areva structure
Siemens’s decision to sell its 34% stake in Areva NP could kick-start a 
restructuring of France’s nuclear industry.

Siemens
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By David Gauthier-Villars in
Paris, Mike Esterl in Frankfurt
and Marcus Walker in Berlin.

By Ben Casselman

Global oil drilling fell sharply
along with energy prices at the end
of 2008 and will continue to fall this
year, Schlumberger Ltd. said Friday.

Schlumberger, the world’s larg-
est oil-field services company by
stock-market capitalization, said its
fourth-quarter profit fell 17% from a
year earlier, to $1.15 billion. Revenue
climbed 9.9% because of contracts
that were entered when energy
prices were rising. But costs rose

19%, squeezing profit margins as oil
companies resisted paying more.

Schlumberger Chief Executive
Andrew Gould said the industry
slowdown is the steepest he has
seen in 20 years and will likely
deepen.

Though falling a few cents short
of forecasts, the Houston-based
company’s earnings of 95 cents a
share came as something of a relief
to some analysts. “People were ex-
pecting bad news. They got bad
news, but it wasn’t much worse than

everyone anticipated,” said Mark
Brown, an analyst with Pritchard
Capital Partners in New York.

For the full year, the company’s
earnings rose 5% to $5.4 billion on
strong results before the downturn.

Oil producers have slowed drill-
ing as crude prices in recent
months plummeted to below $45 a
barrel from more than $145 in July.
Light, sweet crude oil for March de-
livery increased $2.80, or 6.4%, to
$46.47 a barrel on the New York
Mercantile Exchange.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.40 $26.12 0.61 2.39%
Alcoa AA 32.20 8.33 0.08 0.97%
AmExpress AXP 23.60 16.00 –0.06 –0.37%
BankAm BAC 287.40 6.24 0.53 9.28%
Boeing BA 5.40 41.98 –0.28 –0.66%
Caterpillar CAT 22.00 35.66 –1.57 –4.22%
Chevron CVX 12.80 70.82 0.87 1.24%
Citigroup C 259.30 3.47 0.36 11.58%
CocaCola KO 14.50 42.20 –0.92 –2.13%
Disney DIS 14.40 20.61 –0.36 –1.72%
DuPont DD 7.10 24.16 0.24 1.00%
ExxonMobil XOM 44.00 78.04 –0.19 –0.24%
GenElec GE 309.00 12.03 –1.45 –10.76%
GenMotor GM 12.10 3.49 0.17 5.12%
HewlettPk HPQ 18.30 35.79 0.30 0.85%
HomeDpt HD 19.90 21.72 –0.25 –1.14%
Intel INTC 62.00 13.12 0.30 2.34%
IBM IBM 9.70 89.49 –0.58 –0.64%
JPMorgChas JPM 71.90 24.28 1.18 5.11%
JohnsJohns JNJ 19.90 55.97 –0.90 –1.58%
KftFoods KFT 10.80 28.67 –0.24 –0.83%
McDonalds MCD 9.90 58.02 –0.70 –1.19%
Merck MRK 14.10 28.20 0.75 2.73%
Microsoft MSFT 110.80 17.20 0.09 0.53%
Pfizer PFE 100.30 17.45 0.24 1.39%
ProctGamb PG 19.60 56.00 –0.96 –1.69%
3M MMM 5.40 52.90 –1.16 –2.15%
UnitedTech UTX 5.80 47.41 –1.54 –3.15%
Verizon VZ 14.70 30.44 0.28 0.93%
WalMart WMT 22.30 48.35 –0.52 –1.06%

Dow Jones Industrial Average P/E: 18
LAST: 8077.56 t 45.24, or 0.56%

YEAR TO DATE: t 698.83, or 8.0%

OVER 52 WEEKS t 4,129.61, or 33.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Germany
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

Deutsche Bank $532 20.0% 10% 23% 63% 4%

Goldman Sachs 147 5.5% 24% 12% 65% …%

UBS 144 5.4% 8% 18% 71% 2%

Merrill Lynch 133 5.0% 14% 33% 53% …%

JPMorgan 129 4.8% 12% 22% 52% 13%

Credit Suisse 123 4.6% 38% 30% 26% 6%

Morgan Stanley 122 4.6% 19% 25% 56% …%

Citi 104 3.9% 21% 50% 23% 6%

UniCredit Group 99 3.7% 6% 44% 14% 35%

Source: Dealogic

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

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

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

Glencore Intl "1,354" –34 55 –952 Cie de St Gobain 375 13 40 –86

Valeo 617 –15 –24 –85 Un Fenosa  182 13 100 77

Telecom Italia  393 –14 ... –68 Colt Telecom Group 369 17 31 32

Prudential  489 –13 –8 –120 Renault 368 23 3 –23

Tomkins  664 –12 –26 –127 Bertelsmann 250 25 15 –62

Rhodia "1,429" –10 200 188 Peugeot  370 30 23 –10

Kabel Deutschland  465 –10 25 –55 Lafarge 825 62 101 –50

AB Volvo 494 –10 –17 –85 Seat Pagine Gialle  1564 85 240 8

Clariant AG 542 –10 48 2 Norske Skogindustrier  1464 92 251 169

Porsche Automobil Hldg  582 –10 –18 –122 Fiat 1248 241 308 288

Source: Markit Group

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

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

Credit Suisse Grp Switzerland Banks $27.4 27.04 5.05% –54.9% –63.2%

UBS Switzerland Banks 35.1 14.00 3.70 –65.9 –77.1

Astrazeneca U.K. Pharmaceuticals 57.2 28.81 3.63 32.2 5.9

E.ON Germany Multiutilities 63.9 24.98 3.39 –41.1 –13.8

GDF Suez France Multiutilities 87.1 31.08 3.32 –14.1 17.8

Barclays U.K. Banks $5.9 0.51 –13.51% –89.2 –91.4

BNP Paribas France Banks 24.9 21.38 –7.84 –67.4 –70.4

AXA France Full Line Insurance 30.5 11.40 –6.67 –51.4 –58.8

Soc. Generale France Banks 20.2 27.25 –6.03 –60.6 –73.1

Deutsche Bk Germany Banks 12.3 16.88 –4.61 –78.1 –80.5

...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

Nokia 46.2 9.50 2.15% –60.7% –36.6%
Finland (Telecommunications Equipment)
Bayer 42.0 42.99 2.07 –19.7 23.9
Germany (Specialty Chemicals)
Total 109.4 36.07 1.99 –27.8 –35.3
France (Integrated Oil & Gas)
Tesco 38.3 3.57 1.89 –15.3 11.1
U.K. (Food Retailers & Wholesalers)
Royal Dutch Shell 82.6 18.22 1.87 –26.4 –33.6
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 33.3 2.20 1.62 –52.9 –52.2
Italy (Banks)
Iberdrola 39.0 6.10 1.50 –34.7 4.6
Spain (Conventional Electricity)
L.M. Ericsson Tel B 22.8 63.70 1.43 –11.5 –52.6
Sweden (Telecommunications Equipment)
Sanofi-Aventis 79.8 47.45 1.37 –14.5 –37.3
France (Pharmaceuticals)
British Amer Tob 51.0 18.43 1.32 4.8 47.0
U.K. (Tobacco)
ENI 84.5 16.50 1.29 –24.9 –32.6
Italy (Integrated Oil & Gas)
Vodafone Grp 103.3 1.30 1.01 –26.0 6.5
U.K. (Mobile Telecommunications)
Diageo 34.8 9.24 0.93 –7.6 9.8
U.K. (Distillers & Vintners)
Telefonica 88.3 14.67 0.76 –25.3 16.6
Spain (Fixed Line Telecommunications)
France Telecom 63.9 19.10 0.76 –17.7 –1.0
France (Fixed Line Telecommunications)
Deutsche Telekom 56.9 10.20 0.74 –24.9 –22.6
Germany (Mobile Telecommunications)
Roche Hldg Pt. Ct. 101.8 169.40 0.30 –12.7 –13.6
Switzerland (Pharmaceuticals)
BHP Billiton 35.5 11.65 0.26 –17.8 10.7
U.K. (General Mining)
Anglo Amer 23.3 12.70 0.08 –51.0 –42.7
U.K. (General Mining)
Banco Bilbao Vizcaya 30.9 6.45 –0.15 –54.6 –60.3
Spain (Banks)

Banco Santander 54.7 5.35 –0.19% –52.5% –50.6%
Spain (Banks)
Nestle 132.2 40.36 –0.20 –15.9 7.3
Switzerland (Food Products)
BP 137.7 4.88 –0.46 –9.4 –26.8
U.K. (Integrated Oil & Gas)
Novartis 117.0 51.75 –0.48 –6.8 –26.5
Switzerland (Pharmaceuticals)
Koninklijke Philips 16.3 12.61 –0.75 –51.2 –54.6
Netherlands (Consumer Electronics)
UniCredit 21.3 1.25 –0.79 –74.9 –78.8
Italy (Banks)
Royal Bk of Scot 6.5 0.12 –0.82 –96.3 –97.5
U.K. (Banks)
Rio Tinto 20.9 15.23 –0.85 –67.6 –48.1
U.K. (General Mining)
GlaxoSmithKline 95.8 12.26 –1.21 3.1 –16.5
U.K. (Pharmaceuticals)
ABB 27.7 13.95 –1.69 –47.6 1.1
Switzerland (Industrial Machinery)
Unilever 38.4 17.52 –1.74 –19.7 –9.4
Netherlands (Food Products)
HSBC Hldgs 84.7 5.16 –2.18 –33.1 –45.1
U.K. (Banks)
Daimler 25.8 20.90 –2.50 –59.3 –55.4
Germany (Automobiles)
ArcelorMittal 30.6 16.51 –3.17 –62.2 ...
Luxembourg (Iron & Steel)
Allianz SE 35.1 60.64 –3.49 –50.1 –54.3
Germany (Full Line Insurance)
Siemens 48.8 41.70 –3.98 –50.3 –45.3
Germany (Diversified Industrials)
BASF 25.7 21.86 –4.04 –48.1 –31.9
Germany (Commodity Chemicals)
SAP 40.6 25.91 –4.09 –17.5 –37.5
Germany (Software)
ING Groep 14.0 5.28 –4.25 –75.6 –82.2
Netherlands (Life Insurance)
Assicurazioni Genli 28.6 15.88 –4.57 –45.0 –39.0
Italy (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.47% 1.39% 3.7% 1.7% -4.1%
Event Driven 0.37% 2.24% -10.1% 1.7% -24.6%
Distressed Securities -1.15% -2.97% -18.8% -3.0% -36.7%

*Estimates as of 01/22/09, 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 1.68 97.87% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 4.02 92.66 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.58 84.19 0.06 11.20 5.74 8.79

Asia ex-Japan IG: 10/1 3.32 94.48 0.02 6.63 1.99 3.58

Japan: 10/1 3.06 93.24 0.02 3.75 1.58 2.66

 Note: Data as of January 22

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Dow Chemical deal nears key juncture

By Ana Campoy

Dismal earnings reports are likely
from the U.S. chemical industry this
week, with the marketplace braced
for significantly worse results than it
expected even just a few weeks ago.

Investors and analysts will be
sifting through fourth-quarter re-
sults in search of signs of how much
longer the downturn is likely to last.

As provider of the basic chemi-
cals and plastics used to make most
industrial and consumer goods, the
chemical industry has been sliding
into a deep trough as the economic
slump saps demand.

At the same time, falling prices
for the industry’s products have con-
tributed to declining sales as cus-
tomers delay purchases in the hope
prices will slip further, analysts say.

Figuring out how much each of
these two factors is weighing on
companies’ earnings could help clar-
ify the industry’s outlook, analysts
say. If a big part of the problem is de-
layed purchasing, then that could in-
dicate a potential rebound in sales
when inventories become thin and
clients start to restock.

In a report last week, HSBC ana-
lysts lowered their fourth-quarter
estimates for all the chemical com-
panies they cover. Last month, Citi-

group analysts cut their expecta-
tions for a handful of companies, in-
cluding Dow Chemical Co. and East-
man Chemical Co.

The global economic slowdown
has dried up demand for chemicals
in virtually every market, including
developing countries such as China
that until recently had helped chem-
ical companies offset weakness in
the U.S. Chemical and plastic ship-
ments tumbled more than 5% in No-
vember from the previous year, and
chemical companies are holding
fuller inventories than they had in
the same period last year, accord-
ing to the latest data compiled by

consulting firm Accenture.
“It is more than a perfect storm,”

said Jonathan Tyler, director of the
chemical-industry practice at in-
vestment bank Houlihan Lokey.

The most vulnerable companies
are those that rely on business from
the ailing U.S. auto and housing in-
dustries. Georgia Gulf Corp., which
makes windows and materials used
in house siding and flooring, has
been hit hard by slow demand and
by heavy debt from an acquisition
the company made in 2006. Ana-
lysts expect the company to post a
fourth-quarter loss.

Bigger, more diversified compa-

nies, such as DuPont Co. and Dow,
also are experiencing sharp declines
in sales to the housing and auto mar-
kets. Analysts expect DuPont to post
a loss, compared with the 37% drop
in profit that the company reported
a year earlier. Dow’s fourth-quarter
results also are expected to be
worse than last year, when it re-
ported a 52% decline in profit.

One bright spot in the sector is
chemical products used in agricul-
ture, because prices for staple crops
such as corn remain at historically
high levels, said Ben Johnson, chemi-
cals analyst with Morningstar, an in-
vestment-research firm.

Chemical firms’ results are likely to be weak

By Kris Hudson

The downturn in the U.S. hotel in-
dustry is becoming so acute that it
has thrust the sector into crisis, leav-
ing vacancies at a 20-year high and
putting many properties in danger
of missing payments to lenders.

In the wake of cutbacks by busi-
ness and leisure travelers alike, U.S.
hotels this month are expected to post
their 15th consecutive month of de-
clining occupancy, longer even than
their 12-month losing streak after the
Sept. 11, 2001, terrorist attacks.

That occupancy drain, coupled
with declining room rates as hotels
compete for customers, is expected
to result in the hotel industry’s steep-
est decline in revenue per available
room since 2001, according to market-
research company PKF Consulting
Inc. The report, scheduled for release
today at the American Lodging Invest-
ment Summit in San Diego, says that
revenue per available room will fall
by 9.8% this year, the fourth-largest
decline since the Great Depression.

If conditions are as weak as ex-
pected, PKF estimates that nearly
20% of a sample of 1,500 U.S. hotels
that it studied won’t generate
enough cash flow this year to cover
interest payments on their mort-
gages, up from nearly 16% last year.
This year’s projection is on par with
the most recent high of 20.7% in
2003 but still short of the 1991 reces-
sion’s 25% tally, according to PKF.

U.S. hotels now carry roughly
$250 billion in cumulative mort-
gage debt, according to Foresight
Analytics LLC. Many hotel owners
who can’t generate enough cash to
cover their debt service in this reces-
sion will avoid default and foreclo-
sure by digging into their own or
partners’ resources to make up the

shortfall or by negotiating a compro-
mise with their lenders.

While the industry’s fallout so far
appears to be similar to that in previ-
ous downturns, “the difference this
time comes from both the speed at
which the industry fundamentals
have deteriorated and the protracted
nature of the current decline,” PKF
President Mark Woodworth said.

Exacerbating the industry’s
troubles is a flood of new rooms hit-
ting the market because of develop-
ment projects started during the
real-estate boom of recent years.
The estimated 125,000 net new
rooms projected to debut in each
of this year and 2010 amounts to a
2.5% annual increase in supply, ac-
cording to Smith Travel Research.
That’s well above the 20-year aver-
age rate of 1.5%—and it comes as

demand for rooms is tanking.
Among commercial real-estate

categories, the hotel industry rises
and falls the most dramatically in re-
action to economic cycles. That’s be-
cause, unlike office buildings and
shopping malls with long-term
leases, hotel occupancy and rates
change on a nightly basis as custom-
ers come and go at will. In a down-
turn, the fallout is significant; PKF
expects the average occupancy
among U.S. hotels to drop to 57.6%
this year, falling by 3.2 percentage
points, to its lowest level in the 20
years that Smith Travel Research
has tracked the figures.

“The only word that comes to
mind is ‘unprecedented,’ ” said
Bjorn Hanson, a lodging and tour-
ism professor at New York Univer-
sity, referring to the speed and

depth of the industry’s decline in re-
cent months. Still, Mr. Hanson
projects a hotel delinquency rate of
5% to 6% this year, in line with the
rates registered in 2002 and 2003
and nowhere near the 1991 delin-
quency rate of 14.2%.

Among the hotels that have
fallen into delinquency or default on
their mortgages during this reces-
sion is the 942-room Resorts Atlan-
tic City casino-hotel in New Jersey,
which is delinquent on $350 million
in mortgages and facing foreclosure
actions. Others late on their pay-
ments include the Marriott Court-
yard Grand Cayman in the Carib-
bean, the 231-room Northland Inn
near Minneapolis, and Westin ho-
tels in Tucson, Ariz., and Hilton
Head, S.C., according to credit-rat-
ing firm Realpoint LLC.

U.S. hotel industry enters tailspin
As occupancies drop
toward 20-year low,
risks of default climb

The 942-room Resorts Atlantic City casino-hotel in New Jersey is delinquent on $350 million in mortgages and faces foreclosure.

CORPORATE NEWS

BANGALORE, India—Satyam
Computer Services Ltd.’s board Fri-
day said it has shortlisted candi-
dates for the positions of chief exec-
utive and chief financial officer
and is in the final stages of arrang-
ing funds to meet operational ex-
penses, including salaries and ven-
dor payments.

The board plans to meet again
on Monday and Tuesday.

Satyam didn’t name the poten-
tial candidates.

The company, India’s fourth-
largest software exporter by reve-
nue until recently, is in the midst of
turmoil after founder B. Ramalinga
Raju earlier this month said he
overstated the company’s profits
over several years and created a fic-
titious cash balance of more than
$1 billion.

Satyam creates
shortlist for CEO
and finance chief
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By Ana Campoy

And Leslie Eaton

U.S. regulators cleared Dow
Chemical Co.’s acquisition of rival
Rohm & Haas Co. Friday, raising
pressure on Dow to quickly
close—or renegotiate—a deal that
has been criticized as too expensive
and risky.

Under the merger agreement,
the $15.3 billion deal has to close

within two business days of secur-
ing final regulatory approvals, set-
ting an apparent deadline of Tues-
day to avoid a breach of contract.

As expected, the Federal Trade
Commission said it will require Dow
to sell some industrial chemicals
businesses involved in making pa-
per, paints and coatings to maintain
competition in those markets.

Dow and Rohm & Haas didn’t
comment on how they would pro-

ceed beyond a written statement say-
ing they are “discussing the closing.”

Investors took that as a sign that
the deal was more likely to occur
than not, pushing Rohm & Haas’s
shares up 9%, or $5.36, to $65.82 as
of 4 p.m. Friday on the New York
Stock Exchange. Rohm & Haas’s
shares are still 16% below the
agreed-upon purchase price of $78
a share. Dow’s shares fell five cents
to $14.33 on the NYSE.

By Archibald Preuschat

Qimonda AG filed for insol-
vency Friday as the global slump
in memory-chip prices scuppered
a bailout plan, but the German
chip maker said it hoped to con-
tinue operating.

Qimonda, which warned in De-
cember that it could run out of
cash early this year if it failed to
find an investor or strategic part-
ner, said that a rescue plan hadn’t
come in time. Under the plan, Mu-
nich-based Qimonda would have re-
ceived Œ325 million, or about $420
million, in cash from its biggest
shareholder, semiconductor com-
pany Infineon Technologies AG; a
Portuguese development bank;
and the German state of Saxony.

A spokeswoman for the German
economics ministry said Qimonda
couldn’t provide a sustainable
business model and banks had de-
clined to take on remaining risks.

Qimonda said it now plans to
speed up a restructuring begun in
October that involves cutting
about a quarter of its work force,
which totals about 12,000. The
company assumes it will be able to
continue its business during the re-
structuring.

Infineon spun off Qimonda in
2006 but still has a 77.5% stake in
the memory-chip maker. Infineon
said it expects to take provisions
linked to Qimonda in the low hun-
dreds of millions of euros.

Qimonda said its insolvency pe-
tition is the result of the massive
price drop for dynamic-random-ac-
cess-memory chips, which are
used mainly in PCs, as well as dra-
matically decreased access to fi-
nancing.

Other chip makers around the
world are also grappling with fall-
ing prices and a lack of liquidity.
Many have closed less-productive
factories, cut jobs and delayed in-
vestment projects. Like many
other memory-chip makers, Qi-
monda also needs to spend heavily
on research and development and
on the production of memory
chips, which can only pay out if
high quantities are produced.

—Andrea Thomas
contributed to this article.

Qimonda files
for insolvency
as bailout fails
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Investors look toward fallen U.K. property market
Rising yields likely
to attract insurers
and pension funds

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.
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The Qatari Diar Real Estate Investment Co. agreed to help finance the Shard of
Glass, a skyscraper to be built near London Bridge.

www.efinancialnews.com

By Mark Cobley

Swiss companies Nestlé SA,
Credit Suisse and UBS AG have
agreed to allow shareholders an
annual vote on executive pay, fol-
lowing a long campaign for them
to do so by Ethos Fund, a Swiss
corporate-governance founda-
tion.

Ethos filed a series of resolu-
tions at five companies in Septem-
ber calling for a separate “say on
pay” vote at shareholder meet-
ings. Credit Suisse and UBS con-
firmed Friday they had signed the
agreement, but declined to com-
ment further. UBS had signaled it
might take such a step when it
overhauled its pay practices in No-
vember.

In a statement Friday, Nestlé
confirmed the move and said it in-
tends to maintain the consultative
vote until “the ongoing revision of
Swiss company law on this topic
becomes clear. We take the view
that this latest move puts the com-
pany in the forefront of interna-
tional best practice in the field of
corporate governance.”

Following the agreements with
UBS, Credit Suisse and Nestlé,
Ethos said it has withdrawn its res-
olutions at those companies. The
issue will be kept on the agenda at
Novartis AG’s next shareholder
meeting, due Feb. 24, and at the
next shareholder meeting for engi-

neering giant ABB Ltd., on May 5.
The “say on pay” concept is an

accepted part of corporate-gover-
nance culture in the U.K. But in
other markets, such as the U.S. or
Switzerland, investors have no
such automatic right to express
their opinion about executive re-
muneration. In Switzerland, com-
panies present their remunera-
tion policies to shareholders for
approval only as part of their over-
all accounts.

The financial crisis has led to
greater pressure in both countries

for separate and specific approv-
als of pay practices. Ethos de-
scribed the agreement with UBS,
Credit Suisse and Nestlé as a
“strengthening of corporate gover-
nance in Switzerland.”

The votes will only have advi-
sory power, but Ethos said this
would still send a powerful signal,
even if management isn’t bound to
obey it.

Ethos, also known as the Swiss
Foundation for Sustainable Devel-
opment, was founded in 1997 by
two Geneva-based pension funds
and has 78 members.

It came into the spotlight last
year with a campaign against UBS,
after the country’s biggest bank
had large losses and write-downs
related to the U.S. subprime-mort-
gage market. It was instrumental
in the ousting of UBS Chairman
Marcel Ospel.

Credit Suisse, Nestlé, UBS
to let holders vote on pay

The financial crisis
has raised pressure
for specific
approvals on pay.

By Mark Cobley

Fund managers and invest-
ment consultants in the U.K. said
clients, both at home and abroad,
are turning a speculative eye to
the country’s real-estate market.

Following a dire 2008—total re-
turns were down about 22%, ac-
cording to commercial-property-
services adviser CB Richard El-
lis—a consensus has formed that
the decline will slow this year. And
those most likely to act are inves-
tors such as pension plans or pri-
vate-equity firms, or those who
can take advantage of sterling’s re-
cent fall in value. In December, for
example, the Qatari Diar Real Es-
tate Investment Co. agreed to fi-
nance the Shard of Glass, a sky-
scraper due to be built near Lon-
don Bridge.

To be sure, 2009 still is ex-
pected to be a rough year for Brit-
ain’s property market. “Our fore-
cast is for capital values to fall an-

other 20%,” said John Danes, head
of U.K. research at Aberdeen Prop-
erty Investors. “After 2009, total
returns will recover in advance of
when rents begin to recover, as
capital values stabilize and inves-
tors begin to see an end to the re-
cession.”

But he said the fall in values
will lure investors to the market in
2009, and the most active among
them will be pension funds and
life-insurance companies, at-
tracted by yields that he predicts
will rise toward 8% by the end of
the year. Aberdeen is considering
raising a U.K. property fund,
though no decision has been
made.

Mr. Danes also said investors
will be able to buy at substantial
discounts to valuations, from
banks keen to reduce exposure to
U.K. property. “There will be more
forced sales this year as income
covenants are breached as well as
value covenants, so we can buy at
a discount,” he said.

Investment consultants advise
that investors should be wary of
property investors who plan to, or
have already taken on, a lot of
debt. Nick Duff, head of property
at consultancy Hewitt Associates

Inc., said investors for pension
plans are in the best position to re-
enter the property market. He
said they should avoid funds and
fund managers that borrow
heavily to acquire property. If the
value of the property falls below a
certain level, or the interest isn’t
paid on time, they can call in the
loan or repossess the building.

“Geared funds have not gone
down well for a while now in the
U.K., and we are starting to see
similar issues developing in conti-

nental Europe,” said Mr. Duff.
Hewitt is advising clients to

pick newly launched funds with
low levels of debt, or, better yet, to
task fund managers to build indi-
vidualized portfolios. “There are
plenty of fund managers who will
put together a portfolio of £75 mil-
lion ($104 million) upwards,” Mr.
Duff.

Michael Clarke, head of prop-
erty distribution at asset-manage-
ment firm Schroders PLC, said
those that proactively manage le-

verage, and have good relation-
ships with banks that allow them
to renegotiate terms, will be bet-
ter off. Schroders is raising funds
for a U.K. property fund, and a ve-
hicle aimed at German institu-
tional investors looking to invest
in the U.K. Last week, the public-
sector Avon Pension Fund gave it
£90 million, with a mandate to in-
vest in property.

Another source of cash might
be private-equity firms. They have
continued to raise money from in-
vestors for buyouts—$1 trillion of
it, according to consultants Preqin—
but are struggling to put it to
work.

Timo Tschammler, managing
director of international invest-
ment at property advisers DTZ in
London, said: “The real winners
this year will be the private-equity
funds. They are fully operative,
they collected money in 2008 in
anticipation of good deals out
there, they have equity in place to
bridge times when financing is dif-
ficult, and they are not as heavily
regulated as other vehicles, such
as the German open-ended funds.”

Schroders’ Mr. Clarke said he
“wouldn’t put it past” private-eq-
uity managers to pile into prop-
erty, but they would have to ac-
cept lower returns than they are
used to. “They might do it through
financing someone else, rather
than direct acquisition,” he said.

““ ””

This one day highly interactive forum brings together senior industry leaders to debate the best
investment opportunities in the ETF market. Don’t miss the unique chance
to hear from market makers and institutional investors!
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German drug maker gains
in bid for oral MS medicine

By Paul Glader

General Electric Co. met its low-
ered fourth-quarter earnings target
Friday—with a big boost from a tax
benefit—but failed to resolve inves-
tor qualms about the recession’s im-
pact on its industrial and financial
businesses.

GE reported progress in its plan
to shrink and fortify its finance unit
by boosting its assets and lowering
its reliance on short-term borrow-
ing, which dried up last fall amid the
credit crisis.

But investors worry that GE may
be forced to cut its dividend or pay
more to borrow money. GE shares
fell 11%, or $1.45, to $12.03 in 4 p.m.
composite trading on the New York
Stock Exchange. The stock is off 65%
in the past 52 weeks.

Jeffrey Immelt, GE’s chairman
and chief executive, warned of an “ex-
tremely difficult” year. GE is focused
on “controlling our own destiny” by
cutting costs and looking outside the
U.S. for pockets of growth, he said.

The Fairfield, Conn., conglomer-
ate said net income fell 44% to $3.72
billion, or 36 cents a share, from $6.7
billion, or 68 cents a share, a year ear-
lier. Revenue dropped 4.8% to $46.21
billion, partly because of the stronger
dollar’s effect on overseas sales.

The results included $1.5 billion
of restructuring and other charges,
which GE expects to yield $1 billion
in annual cost savings. The compa-
ny’s largest layoffs are coming in its
finance unit, known as GE Capital,
which has been hit hard by the
credit crisis.

Profit at GE Capital fell 67%, to $1
billion because of increased loss re-
serves and write-downs of the value
of some assets. Revenue fell 17%. But
the losses generated a $2.1 billion tax
benefit, most of which went to GE’s
bottom line. (Please see related arti-
cle on page 17.)

Signs of the weakening global
economy crept into other GE units.
The energy-infrastructure unit, GE’s
strong suit last year, posted an 11%
jump in profit and a 21% gain in reve-
nue, boosted by power-plant orders

from the Middle East. But the unit’s
growth slowed from the third quar-
ter, when profit rose 31%.

At GE’s technology-infrastructure
unit, profit and revenue each grew 1%
as strength in jet engines was offset
by weakness in health care and trans-
portation gear.

Profit fell 6%, and revenue 3%, at
GE’s NBC Universal, as strong ca-
ble-TV earnings were offset by de-
clines at its local stations.

GE is counting on its $172 billion
backlog of product and service orders
to help carry it through the recession.
GE said its service groups, which re-
pair jet engines and turbines, among
other products, recorded $9.4 billion
in quarterly revenue.

Executives said the industrial
units would benefit from stimulus
plans by the U.S. and other govern-
ments. GE also said it will benefit
from lower costs for raw materials.

Analysts and investors question
GE’s ability to maintain its triple-A
credit rating and its $1.24 annual divi-
dend, which will consume most of the
company’s cash flow this year.

Sterne Agee analyst Nicholas Hey-
mann said in a note that the credit rat-
ing and dividend “are likely to be re-
duced” by the middle of the year. Stan-
dard & Poor’s Ratings Services last
month adjusted GE’s credit outlook to
negative from stable, the first step in
potentially lowering its rating.

GE warns of tough year
as net profit drops 44%
Investors worry
about credit rating,
plans for dividend

Eli Lilly & Co.

Eli Lilly & Co.’s ImClone Systems
and Bristol-Myers Squibb Co. with-
drew their application for Erbitux to
treat a type of lung cancer Friday af-
ter the U.S. Food and Drug Adminis-
tration raised questions about po-
tential differences between the
product made in the U.S. and Eu-
rope. ImClone and Bristol didn’t say
when they plan to resubmit their ap-
plication, but said that discussions
with the FDA are continuing and
don’t affect current uses for Er-
bitux, a cancer fighter that had 2007
sales of $1.3 billion. The drug is cur-
rently marketed for colorectal can-
cer and head-and-neck cancer. Lilly
and Bristol didn’t say in their Friday
statement what the FDA’s specific
concerns were beyond citing the
comparability of the U.S.-sold ver-
sion of Erbitux and clinical supplies
used by Merck KGaA of Germany.

GE Chief Executive Jeffrey Immelt
expects an ‘extremely difficult’ year.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

EADS

A joint venture between Euro-
pean Aeronautic Defence & Space
Co. and Italy's Finmeccanica SpA,
said it is shelving plans to ramp up
production of its turboprop planes
as postpone fleet expansion and re-
newal plans. The venture, known as
ATR, plans to maintain output at
about six planes a month instead of
targeting 80 planes a year, said ATR
Chief Executive Stéphane Mayer.
ATR delivered 55 of its twin-engine,
turboprop passenger aircraft last
year, up from 44 a year earlier, and
is projecting more than 60 deliver-
ies for this year. ATR’s aircraft,
which are small, are used by airlines
around the world to fly short routes,
particularly from airports with
short runways. ATR’s revenue rose
to $1.3 billion last year from $1.1 bil-
lion a year earlier.
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By Keith J. Winstein

German drug maker Merck KGaA
became the leading contender in the
race to release the first oral medi-
cine for multiple sclerosis, after the
company announced promising re-
sults from a late-stage clinical trial.

Current drugs for MS, in which
the body’s immune system attacks
nerve cells in the brain, leading to tin-
gling, numbness and eventual paraly-
sis, are all injections or infusions.

But several companies—includ-
ing Biogen Idec Inc., Novartis AG
and Merck—are competing to de-
velop pills that could be taken orally.
Such drugs could take sales from cur-
rent injectables from Biogen, Pfizer
Inc. and Teva Pharmaceuticals Inc.

Merck on Friday said its cladrib-

ine pill met the primary goal of a
company-run study on 1,326 pa-
tients with relapsing-remitting mul-
tiple sclerosis, the most common
form of the disease.

Based on the data, the company
said it would apply for approval
from U.S. and European regulators
later this year. That puts Merck
about six months ahead of Novar-
tis’s pill, analysts estimated, and
about two years ahead of Biogen’s.

In the study, about 440 people re-
ceived treatment with a placebo for
two years. The rate of relapses, or
flare-ups of the disease’s symp-
toms, was about one every three
years. Among 880 patients treated
with cladribine, the rate was about
one relapse every seven years, a sig-
nificant improvement.

GlaxoSmithKline PLC

GlaxoSmithKline PLC said Friday
it has signed a deal with UCB SA to
purchase the Belgian drug maker’s
older drugs in emerging countries,
as part of its move to expand its busi-
ness outside established markets in
North America and Europe. The phar-
maceutical company is paying
Œ515 million ($668.7 million) in cash
to acquire several products—includ-
ing allergy treatments Xyzal and
Zyrtec, and epilepsy drug Kep-
pra—in at least 50 countries in Af-
rica, the Middle East, the Asian-Pa-
cific region and Latin America. The
operations being sold by UCB repre-
sent about 3%-4% of its expected
2008 revenue of at least Œ3.3 billion.
The deal excludes UCB’s newer drugs
Vimpat, Neupro and Cimzia, and a
number of emerging countries that
the Brussels-based company consid-
ers strategic markets.

Gottex Fund Management

Gottex Fund Management Hold-
ings Ltd. said Friday it will shed as
much as one-fifth of its work force
and cut fees on its two biggest prod-
ucts in an attempt to combat a 29%
drop in fourth-quarter client assets.
The Swiss fund manager, which
sells products invested in pools of
hedge funds, said it will trim costs
by about 30%, partly by laying off be-
tween 15% and 20% of its 132 staff.
In the fourth quarter, the company’s
assets under management shriveled
to $9.6 billion from $13.5 billion at
the end of September, hit by poor
performance and the dollar’s appre-
ciation against the euro, sterling
and Swiss franc, a spokesman said.
The company is bracing for what it
says will be a further six to 12
months of financial-market turmoil
and volatility.

Deutsche Lufthansa AG

Deutsche Lufthansa AG had to
cancel 44 flights Friday after trade
union UFO called on flight atten-
dants to stage a warning strike. Can-
cellations and delays affected sev-
eral hundred passengers who had
booked seats on domestic and Euro-
pean flights, a spokeswoman for
Lufthansa said. UFO is pushing for
better wages for cabin-crew mem-
bers and could call for further warn-
ing strikes in the near future, said
its head negotiator Joachim Müller.
Earlier this month, a third round of
wage talks for 16,000 flight atten-
dants failed. The union is calling for
a wage and benefits rise of 15%.
Lufthansa has increased its offer to
a 10% rise from 9.1%. The package in-
cludes better working conditions
and profit sharing.

Bernard L. Madoff Investment

Several dozen employees of
Bernard L. Madoff Investment Se-
curities LLC were laid off Thurs-
day, including numerous traders
from the firm’s legitimate trading
arm, according to a current em-
ployee and an employee who was
laid off. The company’s bank-
ruptcy court-appointed trustee,
Irving Picard, retained more than
50 employees as he continues to
try to sell the market-making busi-
ness, a person familiar with the
matter said. The employees, who
include most of the company’s se-
nior management, are assisting in
the investigation of Mr. Madoff’s
alleged fraud and the winding
down of the operations. Mr. Mad-
off, a New York money manager, is
alleged to have engaged in a de-
cades-long multibillion-dollar
Ponzi scheme, harming thousands
of investors around the globe.

RWE AG

German utility RWE AG said its
RWE Energy unit acquired the out-
standing 51% stake in Luxembourg
joint venture Luxempart Energie
from investment company Luxem-
part SA for Œ186 million ($241.5 mil-
lion). After the deal, RWE will hold a
19.8% stake in a new national elec-
tricity and gas company in Luxem-
bourg. The Grand Duchy of Luxem-
bourg will create the new utility by
merging Cegedel, Soteg and
Saarferngas, RWE said. RWE will
contribute its stake in Cegedel, mak-
ing it the largest strategic investor
from the energy sector. A memoran-
dum of understanding to form the
new company was signed in July. At
the time, Soteg said RWE’s acquisi-
tion of the outstanding joint ven-
ture stake was one of the conditions
of a merger agreement.

Schaeffler Group

Management change
is set at Continental

Closely held Schaeffler KG took a
major step toward gaining control
over Continental AG, only days after
the two companies had clashed pub-
licly. After a meeting of Continen-
tal's supervisory board, the German
auto-parts supplier said its supervi-
sory-board chairman, Hubertus von
Gruenberg, is set to be succeeded by
Rolf Koerfer, a legal adviser repre-
senting Schaeffler. In addition, Conti-
nental Chief Financial Officer Alan
Hippe will leave the company Feb.
28. Mr. von Gruenberg will remain a
member of Continental’s supervi-
sory board. Speaking to reporters af-
ter the board meeting, supervisory-
board member Dieter Weniger said
Schaeffler will get four seats on Con-
tinental’s supervisory board. He said
Mr. Hippe is set to leave his post “by
mutual agreement.”

UniCredit SpA

A UniCredit SpA capital raising
that closed Friday is likely to have
gone mostly unsubscribed because
it was priced well above the bank’s
current share price, said people fa-
miliar with the matter. In October,
UniCredit announced a more than
Œ6 billion ($7.8 billion) capital-
strengthening plan, including the
Œ3 billion capital increase, to boost
its core Tier 1 capital ratio to 6.7% by
the end of 2008. The Tier 1 ratio is a
measure of a bank’s financial
strength, with a ratio of more than
6% considered healthy. Analysts ex-
pect that UniCredit will be able to
reach a ratio of more than 6%, even
if the capital raising ends mostly un-
subscribed. Results of the capital in-
crease are to be released this week.
UniCredit’s capital-raising price
was set at Œ3.08 a share. However,
the stock is trading well below that
level, closing in Milan Friday at
Œ1.25, up 0.7%.

Vodafone Group PLC

India’s Supreme Court declined
to hear an appeal by Vodafone Inter-
national Holdings BV against a $2
billion tax bill. Vodafone Interna-
tional, a unit of Vodafone Group
PLC, will now have to reply to a show-
cause notice issued by the income-
tax department. Vodafone turned to
the Supreme Court after the Bom-
bay High Court on Dec. 3 dismissed
its appeal. Vodafone paid $11 billion
for a 67% stake in Indian cell-phone
company Hutchison Essar from CPG
Ltd., which is owned by Hutchison
Telecommunications International
Ltd. and registered in the Cayman Is-
lands. Vodafone claims that the deal
isn’t liable to be taxed in India as it
took place on foreign soil. But India
argues Vodafone is liable because
the transaction involved the trans-
fer of an Indian asset.

Xerox Corp.

Xerox Corp. barely broke even in
the fourth quarter as revenue fell
10% because of foreign-currency dis-
ruptions and a sharp decline in de-
veloping markets. The maker of
copiers and printers predicted a
profit of 16 cents to 20 cents in the
current quarter, well below ana-
lysts’ estimates of 24 cents, accord-
ing to Thomson Reuters. Xerox
posted net income of $1 million on
revenue of $4.37 billion, down from
a net profit of $382 million a year
earlier. Xerox took a restructuring
charge and a small write-off for an
obsolete line of office products.
Anne Mulcahy, chief executive, said
Xerox results were affected by the in-
crease in the dollar compared with
the euro during the last weeks of the
fourth quarter. Xerox said that with-
out the sharp currency fluctuations,
revenue would have been down 5%.

Executive Travel Program

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

www.accessmba.com
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PF (LUX)-WldGovBds-Pca GL BD LUX 01/22 USD 158.18 –4.0 4.2 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/22 USD 130.93 –4.0 4.2 8.7
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/22 USD 30.21 –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 01/22 USD 7.31 –6.8 –39.0 –27.5
Japan Fund USD JP EQ IRL 01/23 USD 13.78 –6.2 –7.9 –13.2

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
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Euro Fixed Income A EU BD IRL 01/22 EUR 1111.42 –1.8 –12.0 –6.7
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Eurozone Agg Eq A EU EQ IRL 01/22 EUR 456.49 –8.1 –43.9 NS
Eurozone Agg Eq B EU EQ IRL 01/22 EUR 652.36 –8.1 –43.5 –30.4
Glbl Bd (EuroHdg) A GL BD IRL 01/22 EUR 1206.20 0.7 –8.0 –3.1
Glbl Bd (EuroHdg) B GL BD IRL 01/22 EUR 1273.14 0.8 –7.3 –2.4
Glbl Bd A EU BD IRL 01/22 EUR 1037.76 5.8 0.9 –1.3
Glbl Bd B EU BD IRL 01/22 EUR 1098.64 5.9 1.5 –0.7
Glbl Real Estate A OT EQ IRL 01/22 USD 579.07 –13.1 –48.4 –36.3
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Glbl Real Estate EH-A OT EQ IRL 01/22 EUR 550.79 –12.2 –46.7 –37.0
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Japan Equity A JP EQ IRL 01/22 JPY 9593.00 –7.2 –36.4 –33.4
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US Equity A US EQ IRL 01/22 USD 611.06 –8.7 –40.3 –24.4
US Equity B US EQ IRL 01/22 USD 650.44 –8.6 –39.9 –24.0
US Small Cap A US EQ IRL 01/22 USD 912.26 –9.3 –39.0 –25.2
US Small Cap B US EQ IRL 01/22 USD 971.86 –9.2 –38.6 –24.7

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/23 SEK 54.21 –9.9 –44.6 –33.0
Choice Japan Fd JP EQ LUX 01/23 JPY 40.74 –9.4 –38.4 –34.6
Choice Jpn Chance/Risk JP EQ LUX 01/23 JPY 40.55 –9.5 –45.1 –35.6
Choice NthAmChance/Risk US EQ LUX 01/23 USD 2.73 –2.7 –38.3 –24.9
Europe 2 Fd EU EQ LUX 01/23 EUR 0.64 –7.7 –46.9 –34.0
Europe 3 Fd EU EQ LUX 01/23 GBP 2.67 –10.9 –32.6 –20.7
Global Chance/Risk Fd GL EQ LUX 01/23 EUR 0.48 2.1 –29.9 –24.2
Global Fd GL EQ LUX 01/23 USD 1.51 –9.5 –40.1 –25.8
Intl Mixed Fd -C- NO BA LUX 01/23 USD 20.79 –9.5 –30.6 –17.3
Intl Mixed Fd -D- NO BA LUX 01/23 USD 14.67 –9.5 –30.6 –16.3
Wireless Fd OT EQ LUX 01/23 EUR 0.10 0.5 –39.5 –24.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/23 USD 4.06 –10.4 –47.7 –25.2
Currency Alpha EUR -IC- OT OT LUX 01/23 EUR 10.83 –0.7 6.1 NS
Currency Alpha EUR -RC- OT OT LUX 01/23 EUR 10.78 –0.8 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 01/23 SEK 104.68 –0.9 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/23 SEK 114.91 –0.8 5.7 NS
Generation Fd 80 OT OT LUX 01/23 SEK 6.07 –4.9 –27.4 NS
Nordic Focus EUR NO EQ LUX 01/23 EUR 50.22 0.7 –36.2 NS
Nordic Focus NOK NO EQ LUX 01/23 NOK 56.32 0.7 –36.2 NS
Nordic Focus SEK NO EQ LUX 01/23 SEK 57.02 0.7 –36.2 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/23 USD 1.31 –6.1 –37.4 –25.1
Ethical Global Fd GL EQ LUX 01/23 USD 0.53 –13.1 –42.8 –28.3
Ethical Sweden Fd NO EQ LUX 01/23 SEK 25.62 –10.9 –33.7 –25.3
Europe Fd EU EQ LUX 01/23 USD 1.37 –10.0 –40.7 –28.4
Index Linked Bd Fd SEK OT BD LUX 01/23 SEK 12.92 –1.1 0.5 3.8
Medical Fd OT EQ LUX 01/23 USD 2.75 –4.1 –22.9 –13.5
Short Medium Bd Fd SEK NO MM LUX 01/23 SEK 9.18 0.2 3.0 3.0
Technology Fd OT EQ LUX 01/23 USD 1.50 –3.6 –35.3 –21.2
World Fd NO BA LUX 01/23 USD 1.46 –11.9 –38.6 –19.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/23 EUR 1.27 0.1 1.9 2.1
Short Bond Fd SEK NO MM LUX 01/23 SEK 21.63 0.3 2.8 2.9
Short Bond Fd USD US MM LUX 01/23 USD 2.50 0.0 1.3 2.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/23 SEK 9.92 –1.4 –4.3 –0.7
Alpha Bond Fd SEK -B- NO BD LUX 01/23 SEK 8.91 –1.4 –4.3 –0.7
Alpha Bond Fd SEK -C- NO BD LUX 01/23 SEK 24.86 –1.4 –4.4 –0.8
Alpha Bond Fd SEK -D- NO BD LUX 01/23 SEK 8.28 –1.4 –4.4 –0.8
Alpha Short Bd SEK -A- NO MM LUX 01/23 SEK 10.88 0.7 3.3 3.2
Alpha Short Bd SEK -B- NO MM LUX 01/23 SEK 10.20 0.7 3.3 3.2
Alpha Short Bd SEK -C- NO MM LUX 01/23 SEK 21.29 0.7 3.1 3.1
Alpha Short Bd SEK -D- NO MM LUX 01/23 SEK 8.85 0.7 3.1 3.1
Bond Fd SEK -C- NO BD LUX 01/23 SEK 41.37 –0.4 7.4 5.5
Bond Fd SEK -D- NO BD LUX 01/23 SEK 12.41 –0.4 6.2 4.9
Corp. Bond Fd EUR -C- EU BD LUX 01/23 EUR 1.09 0.1 –7.9 –4.1
Corp. Bond Fd EUR -D- EU BD LUX 01/23 EUR 0.86 0.1 –8.3 –4.4
Corp. Bond Fd SEK -C- NO BD LUX 01/23 SEK 10.73 –0.2 –12.6 –5.8
Corp. Bond Fd SEK -D- NO BD LUX 01/23 SEK 8.42 –0.2 –12.4 –5.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/23 EUR 103.60 –0.3 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/23 EUR 103.27 –0.3 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 01/23 SEK 1101.14 –0.3 NS NS
Flexible Bond Fd -C- NO BD LUX 01/23 SEK 20.95 0.4 5.5 4.2
Flexible Bond Fd -D- NO BD LUX 01/23 SEK 11.86 0.4 5.5 4.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/23 SEK 79.96 –0.2 –21.3 –13.5
Global Hedge I SEK -D- OT OT LUX 01/23 SEK 73.07 –0.2 –23.5 –14.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/23 USD 1.36 –11.3 –50.1 –23.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/23 SEK 16.86 0.4 –40.4 –25.8
Europe Chance/Risk Fd EU EQ LUX 01/23 EUR 700.41 –8.1 –50.2 –36.3

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 01/15 USD 9.25 –1.6 –40.3 –1.5
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 01/23 EEK 96.49 –3.4 –57.3 –39.9
New Europe Small Cap EUR EE EQ EST 01/23 EEK 44.93 –6.3 –62.3 –43.2
Second Wave EUR EE EQ EST 01/23 EEK 80.83 –5.1 –65.1 –39.4

n WWW.SGAM.COM
SGAM FUND
Bonds CHF A OT OT LUX 01/19 CHF 27.92 –1.0 5.3 2.5
Bonds ConvEurope A OT OT LUX 01/21 EUR 28.25 –0.4 –2.4 1.3
Bonds Eur Corp A OT OT LUX 01/21 EUR 20.99 1.2 –5.6 –2.8
Bonds Eur Hi Yld A OT OT LUX 01/21 EUR 13.80 3.8 –31.6 –20.8
Bonds EURO A OT OT LUX 01/22 EUR 38.96 –1.3 3.5 2.9

Bonds Europe A OT OT LUX 01/21 EUR 37.63 –0.7 2.8 2.4
Bonds US MtgBkSec A OT OT LUX 01/21 USD 25.15 –1.8 –2.7 2.3
Bonds US OppsCoreplus A OT OT LUX 01/22 USD 32.27 2.3 0.0 4.4
Bonds World A OT OT LUX 01/21 USD 38.57 –3.1 0.9 7.7
Eq. China A OT OT LUX 01/22 USD 13.22 –11.5 –46.6 –19.6
Eq. ConcentratedEuropeA OT OT LUX 01/22 EUR 18.67 –9.4 –45.7 –33.0
Eq. Eastern Europe A OT OT LUX 01/21 EUR 12.35 –6.6 –67.1 –42.5
Eq. Equities Global Energy OT OT LUX 01/22 USD 13.23 –7.2 –37.5 –14.0
Eq. Euroland A OT OT LUX 01/22 EUR 8.26 –9.9 –43.4 –30.7
Eq. Euroland MidCapA OT OT LUX 01/22 EUR 13.62 –5.4 –44.0 –34.3
Eq. EurolandCyclclsA OT OT LUX 01/21 EUR 12.80 –6.8 –39.0 –23.6
Eq. EurolandFinancialA OT OT LUX 01/22 EUR 6.97 –17.3 –56.1 –42.6
Eq. Glbl Emg Cty A OT OT LUX 01/22 USD 5.31 –11.2 –54.0 –26.5
Eq. Global A OT OT LUX 01/22 USD 19.51 –7.3 –40.6 –26.6
Eq. Global Technol A OT OT LUX 01/22 USD 3.48 –4.6 –40.9 –29.3
Eq. Gold Mines A OT OT LUX 01/22 USD 19.44 –7.0 –37.5 –11.8
Eq. Japan A OT OT LUX 01/22 JPY 603.85 –8.9 –44.0 –37.7
Eq. Japan Sm Cap A OT OT LUX 01/22 JPY 877.47 –3.1 –33.3 –41.7
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –4.2 –9.5 –20.9
Eq. Pacific A OT OT LUX 01/22 USD 5.70 –10.7 –47.6 –23.6
Eq. Switzerland A OT OT LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A OT OT LUX 01/13 GBP 9.64 1.0 –39.3 –26.9
Eq. US ConcenCore A OT OT LUX 01/22 USD 15.31 –5.8 –34.6 –20.7
Eq. US Lg Cap Gr A OT OT LUX 01/22 USD 10.48 –2.8 –40.2 –24.5
Eq. US Mid Cap A OT OT LUX 01/22 USD 18.76 –6.4 –42.7 –22.5
Eq. US Multi Strg A OT OT LUX 01/21 USD 15.31 –4.2 –40.3 –26.4
Eq. US Rel Val A OT OT LUX 01/21 USD 14.78 –4.8 –42.9 –30.4
Eq. US Sm Cap Val A OT OT LUX 01/21 USD 11.96 –7.6 –45.8 –33.1
Eq. US Value Opp A OT OT LUX 01/22 USD 11.89 –8.3 –45.4 –33.5
Money Market EURO A OT OT LUX 01/22 EUR 27.17 0.2 4.2 4.1
Money Market USD A OT OT LUX 01/22 USD 15.76 0.1 2.7 3.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/23 JPY 7633.00 –11.3 –43.7 –38.3
YMR-N Japan Fund JP EQ IRL 01/23 JPY 8158.00 –13.6 –42.0 –35.6
YMR-N Low Price Fund JP EQ IRL 01/23 JPY 11719.00 –9.7 –34.5 –34.4
YMR-N Small Cap Fund JP EQ IRL 01/23 JPY 5841.00 –9.0 –39.9 –39.1
Yuki Mizuho Gen Jpn III JP EQ IRL 01/23 JPY 3703.00 –12.9 –50.5 –41.5
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/23 JPY 3921.00 –12.7 –49.9 –43.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/23 JPY 5365.00 –12.1 –47.8 –40.8
Yuki Mizuho Jpn Gen JP EQ IRL 01/23 JPY 6949.00 –13.4 –44.0 –38.2
Yuki Mizuho Jpn Gro JP EQ IRL 01/23 JPY 5530.00 –11.5 –43.9 –39.9
Yuki Mizuho Jpn Inc JP EQ IRL 01/23 JPY 7251.00 –8.8 –34.9 –32.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/23 JPY 4331.00 –13.1 –43.9 –36.2
Yuki Mizuho Jpn LowP JP EQ IRL 01/23 JPY 9980.00 –11.9 –32.0 –31.7
Yuki Mizuho Jpn PGth JP EQ IRL 01/23 JPY 6685.00 –12.5 –49.3 –39.9
Yuki Mizuho Jpn SmCp JP EQ IRL 01/23 JPY 5633.00 –8.2 –43.0 –39.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/23 JPY 4670.00 –10.1 –40.1 –35.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/23 JPY 2282.00 –4.4 –51.2 –51.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/23 JPY 3701.00 –11.9 –49.1 –40.3
Yuki 77 General JP EQ IRL 01/23 JPY 5277.00 –10.6 –44.2 –37.4
Yuki 77 Growth JP EQ IRL 01/23 JPY 5130.00 –13.3 –47.7 –41.6
Yuki 77 Income AS EQ IRL 01/23 JPY 4680.00 –8.5 –33.7 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/23 JPY 5596.00 –10.3 –41.9 –36.6
Yuki Chugoku Jpn Gro JP EQ IRL 01/23 JPY 4437.00 –13.2 –45.6 –36.9
Yuki Chugoku JpnLowP JP EQ IRL 01/23 JPY 7246.00 –11.5 –31.2 –29.9
Yuki Chugoku JpnPurGth JP EQ IRL 01/23 JPY 4036.00 –13.7 –43.4 –37.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/23 JPY 6085.00 –10.1 –43.3 –37.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/23 JPY 4050.00 –11.0 –43.9 –36.9
Yuki Hokuyo Jpn Inc JP EQ IRL 01/23 JPY 4762.00 –9.8 –33.0 –31.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/23 JPY 4310.00 –8.4 –37.5 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/23 JPY 4056.00 –9.9 –48.6 –40.5
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/23 JPY 3821.00 –12.5 –47.1 –39.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/23 JPY 4422.00 –13.3 –42.0 –38.3
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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 01/21 EUR 86.27 –0.9 –22.1 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 01/20 USD 85.79 3.0 79.6 29.7
Superfund GCT USD* GL EQ LUX 01/20 USD 3725.00 2.0 53.9 15.6
Superfund Gold A (SPC) GL OT CYM 01/20 USD 1147.52 –1.3 21.8 22.5
Superfund Gold B (SPC) GL OT CYM 01/20 USD 1344.85 –0.2 35.5 25.8
Superfund Q-AG* OT OT AUT 01/20 EUR 8886.00 1.4 37.5 14.8

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 01/16 EUR 114.48 –3.6 –19.5 –7.0
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 01/16 USD 247.30 –4.4 –18.1 –4.8
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By Sarah Childress

NAIROBI, Kenya—A major bar-
rier to peace in the Congo was re-
moved with the arrest of Congolese
Tutsi rebel leader Laurent Nkunda on
Thursday night, but many challenges
remain before the troubled north-
eastern region could be stabilized.

Mr. Nkunda’s arrest by a joint
Rwandan-Congolese operation came
as a surprise move toward reconcilia-
tion by the rival nations.

Congo and Rwanda have been at
odds over accusations backed by the
United Nations that Rwanda sup-
ported Mr. Nkunda’s rebel forces,
and that the Congolese were support-
ing Rwandan Hutu militants with
ties to the 1994 Rwandan genocide.

The Rwandan and Congolese mili-
taries agreed to work together to
hunt down the remaining Hutu mili-
tants in Congo. The alliance follows

a series of private meetings late last
year between the Rwandan and Con-
golese foreign ministers.

In the first fighting reported
since the joint military operation be-
gan, the U.N. said, Rwandan and Con-
golese troops exchanged fire with
Rwandan Hutu militiamen in east-
ern Congo on Saturday, killing nine.

Humanitarian groups say they
fear the military forces and mili-
tants will fail to distinguish be-
tween civilians and combatants, kill-
ing yet more Congolese.

Mr. Nkunda is in Rwandan cus-
tody, but is likely to be extradited to
Congo. The Congolese government
issued an arrest warrant for him in
2005 for war crimes, so he could
face charges there. The government
also could turn over its evidence on
the rebel leader to the International
Criminal Court in The Hague.

Only a few months ago, Mr.

Nkunda appeared to be calling the
shots in the Congo. His well-trained
forces easily repelled disorganized
Congolese troops, and even fired
rockets at U.N. convoys as they tried
to protect civilians.

But Mr. Nkunda may have devel-
oped ambitions too grandiose for his
allies. Mr. Nkunda’s original goal was
to protect the Tutsi minority in the
region. But he began adopting a
more nationalistic stance, reaching
out to other ethnic groups and de-
manding talks with the government.
That alienated elements of the Tutsi
community, who feared he had be-
come distracted from protecting
them, and irritated Rwanda.

“Nkunda has never been someone
who took orders,” says Guillaume
Lacaille, an analyst at the Interna-
tional Crisis Group, a nonprofit think
tank. “At a certain point, he became
very difficult to control.”

Congo rebel leader arrested by Congolese-Rwandan force

By Thomas Catan

MANCHA REAL, Spain—Spain’s
unemployment rate rose to 13.9% in
December—an eight-year record and
by far the highest rate in the Euro-
pean Union. In this southern village,
that means olive grower José Mo-
rillo is hiring locals and turning away
foreigners who worked for him dur-
ing the country’s economic boom.

Half of Mr. Morillo’s pickers used
to be immigrants, as Spaniards
shunned the low-paying work. This
year, all but one of his 11 workers are
Spanish—and the nearby town is
teeming with unemployed immi-
grants who sleep outdoors or in
church shelters.

“There are lots of carpenters and
craftsmen from town who are picking
olives this year,” says Mr. Morillo,
standing on a hillside near Mancha
Real. “I called the [foreign] ones who
had come before and said: ‘Don’t
come this year, there isn’t any work.’ ”

Government efforts to free up
more jobs for Spaniards are having
a limited effect. Billboard-size ads
in subway stations and on city buses
pitch payments for legal immi-
grants who go home: If they agree to
leave Spain for at least three years,
the government will pay the unem-
ployment benefit they’re entitled to
in a lump sum—40% on leaving and
60% on arrival back home.

The average payment runs about
$14,000. In the program’s first two
months last year, just 1,400 immi-
grants took up the offer.

The competition for jobs here
among the olive groves and through-
out the country illustrates Spain’s
dramatic fall from being Europe’s
star economy. The country’s output
grew at an average annual rate of
nearly 4% a year for the decade until
2007—around twice the average
rate for the euro-zone countries.

After adopting the euro in 1999
and submitting to the European Cen-
tral Bank’s national budget rules,
Spain acquired the economic stabil-
ity of a rich nation. Investors no
longer worried about the national
debt or possible currency risks.

A building frenzy helped Spain
generate more jobs than any other
country in the euro zone this de-
cade. More than five million immi-

grants arrived, and the registered
population, which had been stable
till 2000, jumped 15% by 2008.

Last year, the cheap credit that
fueled Spain’s boom dried up. The
economy likely entered recession in
the second half of 2008, and the Euro-
pean Commission expects it to shrink
2% this year. Data out Friday showed
the number of Spanish out-of-work
job seekers rose by 609,100 in the
fourth quarter, bringing the total to
3.2 million. The unemployment rate
was nearly twice the euro zone’s No-
vember average of 7.8%.

Beyond Spain, economic pros-
pects for the euro zone remain dis-
mal, additional Friday data con-
firmed. A survey of purchasing man-
agers by the Markit Economics re-
search firm shows the entire region
registered shrinking private-sector
activity in January—albeit at a
slower pace than in December.

Among individual countries, Ger-
many—the euro zone’s largest econ-
omy—hit a record low in the Janu-
ary purchasing managers’ index,
while France reflected a slowing

pace of contraction. Italy—the de-
veloped world’s least productive
economy—this week took steps to
improve productivity, with an ac-
cord between the government and
most of the nation’s largest unions.
Outside the euro zone, the United
Kingdom on Friday posted two con-
secutive quarters of contracting
gross domestic product in the sec-
ond half of 2008.

During Spain’s flush times, immi-
grants were welcome to come and
work. In 2005, the government
granted amnesty to more than half a
million people living in Spain ille-
gally. Today, they are seen as a grow-
ing social problem.

Other European countries, such
as Ireland, also had influxes of for-
eigners who came largely from
other EU nations, such as Poland,
and are returning home for jobs.
Many of Spain’s immigrants come
from Africa and Latin America, and
view employment prospects at
home as even dimmer.

Spain is entering “uncharted ter-
ritory,” says Fernando Eguidazu, an

economist and vice president of the
Círculo de Empresarios, a business
association. “There’s a group of five
million immigrants in a situation of
economic crisis and a shrinking
economy. We don’t know how that is
going to work.”

Many foreign workers have
flocked to Jaén, an Andalusian prov-
ince of rolling hills and whitewashed
houses. The region produces most of
the olive oil in Spain—and accounts
for nearly a fifth of world produc-
tion. But as the country’s economy
flourished, young Spaniards aban-
doned the fields for jobs in construc-
tion, banks or offices. A year ago, lo-
cal growers hired 40 workers in Ro-
mania and flew them to Jaén.

“We just couldn’t find enough la-
bor,” says Rafael Civantos, provin-
cial head of the farmers’ association.

Now, Spaniards are lining up to
pick olives for Œ53 ($68) a day, the
rate agreed to with Spain’s labor
unions. Because many olive growers
are small farmers, they tend to give
the jobs to needy friends or relatives,
says Pedro González of Jaén Acoje, a

charity that helps immigrants.
One of Mr. Morillo’s new workers

is Jaime Jiménez Morales, the
18-year-old son of a Spanish friend
who was laid off from his job as a car-
penter. His brother, Daniel, 20, also
works for Mr. Morillo after losing
his job as a house painter.

At the same time, more foreign-
ers than usual have been arriving,
because construction work else-
where has dwindled.

In December, 3,000 people ar-
rived, according to Cáritas, a charity
run by the Roman Catholic Church.
“There’s no work for us this year,”
says Mohammed, a young Maurita-
nian huddled with a group of unem-
ployed friends outside a hostel in
Jaén. “The farmers have given the
jobs to their friends and relatives.”

Hundreds of foreign workers
have been sleeping outdoors in the
cold. In the provincial capital, also
called Jaén, the church turned a
former convent into a temporary
shelter. In the nearby town of
Úbeda, hundreds of unemployed for-
eigners have been living in the mu-
nicipal sports center. Charities have
set up soup kitchens. “The situation
is dramatic,” says Juan Carlos Es-
cobedo, provincial head of Cáritas.
“We’ve seen a real avalanche of peo-
ple arriving this year,”

Many of those who haven’t
found work in Jaén are waiting until
February, when the strawberry-pick-
ing season begins in Huelva, about
220 miles away in southern Spain.

Mohammed Ennejim, a Moroc-
can who has lived for nearly 20 years
in Spain, was trying to scrape to-
gether gas money to drive. He isn’t
sure he will find work there, either.

Mr. Morillo’s only foreign picker
this year is Najim, an Algerian who
declined to give his family name and
who has picked olives in Jaén for the
past eight years. He had worked for
Mr. Murillo the previous year, and
called to say he was sleeping out-
doors. “I told him not to come,” Mr.
Morillo says. “But then he called me
from Jaén, saying he was sleeping in
the street, and I said: ‘All right then,
come over.’ ”
 —Paul Hannon,

Laurence Norman
and Alistair MacDonald

contributed to this article.

Spanish unemployment rate skyrockets
Competition for jobs illustrates country’s fall from European star status; economic pain across the euro zone

A photograph from November of Congolese Tutsi rebel leader Laurent Nkunda, who
was arrested by a joint Rwandan-Congolese operation on Thursday.

ECONOMY & POLITICS

An advertisement in a Madrid subway station promotes Spain’s ‘Voluntary Return Plan,’ which pays a lump sum of
unemployment benefits to legal immigrants who leave the country for at least three years.
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How a damaged Merrill
was Mr. Fix-It’s undoing
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China denies charge of manipulating yuan
Takes a swipe at U.S.
and Obama nominee;
more friction ahead?
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By Aaron Lucchetti

And Susanne Craig

John Thain earned the nick-
name “Mr. Fix-It” while running
the New York Stock Exchange,
which he dragged into the modern
age with two significant deals.

But he was unable to repair a
damaged Merrill Lynch & Co. nor
build support inside the firm or
with its new owner, Bank of Amer-
ica Corp. Mr. Thain’s tenure at Mer-
rill culminated in his effort to get
himself a bonus despite large losses
at the Wall Street firm and the big,
surprising loss Merrill suffered af-
ter the deal closed.

“The optics have not been good,”
says Benn Steil, director of interna-
tional economics at the Council on
Foreign Relations. Mr. Thain’s tenure
at Merrill “burnished his reputation
as a deal maker,” Mr. Steil says, but
“hurt his reputation as a manager
and someone with political savvy.”

In late 2003, Mr. Thain agreed to
leave Goldman Sachs Group Inc.,
where he was president, to run the
NYSE, where he took a big pay cut to
help an important American institu-
tion reeling from investigations
into trading abuses and the pay
package of former Chief Executive
Dick Grasso.

A Massachusetts Institute of Tech-
nology engineering grad with a Har-
vard M.B.A., Mr. Thain pushed
through politically difficult deals at
the NYSE. He merged the centuries-
old NYSE, which was a private club,

with Archipelago Holdings, a pub-
licly traded company that special-
ized in computerized trading. He
next paired up with Euronext, one of
Europe’s largest exchange operators.

But Mr. Thain left before the new
company, NYSE Euronext, could
gather momentum, and some say he
didn’t move quickly enough to inte-
grate the two companies in the first
months after their merger.

Amid a toughening market and
the challenges of integrating the
two companies, NYSE Euronext
stock has fallen more than 75% since
the beginning of 2007, compared
with a 65% fall at rival exchange op-
erator CME Group, parent of the Chi-
cago Mercantile Exchange, and a
32% decline at Nasdaq Stock Market
parent Nasdaq OMX Group Inc.

“There are some who think he
left his successor holding the bag”
at NYSE Euronext, says Richard
Repetto, an analyst with Sandler
O’Neill. “But he did turn the ship
and orchestrate some dramatic
changes. At the exchange, his legacy
is still positive.”

The Merrill that Mr. Thain inher-
ited in late 2007 was weighed down
by billions of dollars in soured mort-
gage securities. As he rolled up his
sleeves on what he hoped would be
a second consecutive corporate
makeover, Mr. Thain was untainted
by the growing mortgage crisis that
had already cost some CEOs their
jobs, including his predecessor,
Stanley O’Neal.

Within weeks of his arrival at

Merrill, Mr. Thain raised billions in
capital to cover the firm’s escalat-
ing losses.

But, like many others, Mr. Thain
underestimated the financial storm.
“This problem is not a zero, but it is
for the most part behind us,” Mr.
Thain said in an interview with The
Wall Street Journal in January 2008.

Mr. Thain cut deals with some
early investors in Merrill that would
prove costly. Specifically, he prom-
ised a number of shareholders who in-
vested in Merrill in December 2007

and January 2008 that if additional
common stock were issued at a lower
price, the firm would compensate
them. Within months, the firm had to
raise more cash at $25 a share. Mer-
rill issued additional shares to pay off
its earlier investors, diluting its com-
mon shares by 39%. The dilution es-
sentially cost shareholders about $5
billion.

Mr. Thain also brought in col-
leagues from his Goldman days with
big guaranteed pay packages, under-
cutting his popularity with Merrill’s

workforce. Last September, when
Lehman Brothers was teetering, Mr.
Thain realized Merrill was in danger
and quickly sold the firm to Bank of
America. That deal proved to be his
undoing.

The future for Mr. Thain, who
couldn’t be reached for comment,
remains unclear.

“In this environment, opportuni-
ties to take a very well paying job”
are rare, said Mr. Steil. “I wouldn’t
be surprised if he went into hiberna-
tion for a period.”

Sources: WSJ Market Data Group, FactSet Research 
Systems; PHOTOS (left to right) Associated Press, 
ITAR-TASS/Landov, Najlah Feanny
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By J.R. Wu

BEIJING—A top official in Chi-
na’s central bank, alluding to com-
ments by U.S. Treasury Secretary
nominee Timothy Geithner, said the
charge that Beijing manipulates its
currency was inaccurate and im-
plied there were bigger issues to ad-
dress in the global financial crisis.

The comments by both sides
have set a sour tone on a major eco-

nomic issue between the two coun-
tries just days after U.S. President
Barack Obama took office.

But, while China’s official com-
ments so far have indicated official
frustration at Mr. Geithner’s re-
marks, they also seemed crafted to
avoid appearing to overreact or fur-
ther escalate the dispute.

“In recent days persons in a West-
ern country have said ‘China is ma-
nipulating the yuan exchange rate,’ ”
said People’s Bank of China Vice Gov-
ernor Su Ning, according to a report
Saturday by the state-controlled Xin-
hua news agency. “These remarks
are not only inconsistent with the
facts, but they are misleading about
the reasons for the financial crisis.”

The comments could be a sign of
greater trade friction to come. Chi-
na’s leaders fear the economic slow-
down could cause the U.S. and other
countries to erect trade barriers
that could hurt China’s export-ori-
ented economy.

Mr. Su said countries should
avoid using “excuses” to advocate
protectionism. “This does not help
to weather the financial crisis and is
not conducive to the promotion of
the healthy and stable development
of the global economy,” he said, ac-
cording to Xinhua.

China’s Ministry of Commerce
also responded to Mr. Geithner’s
comments, saying in a statement
that “the Chinese government has

never used so-called currency ma-
nipulation to gain benefits in its in-
ternational trade.”

China’s government, which ulti-
mately controls the yuan’s exchange
rate, let it appreciate more than 20%
against the dollar from July 2005
through the middle of last year. But
the rate has been basically flat since
then, and critics say the yuan is still
undervalued, giving Chinese export-
ers an unfair advantage.

Responding to questions from
the U.S. Senate Finance Committee
overseeing his confirmation hear-
ings, Mr. Geithner wrote Thursday
that Mr. Obama, “backed by the con-
clusions of a broad range of econo-
mists—believes that China is manip-

ulating its currency.”
The statement marked an escala-

tion in U.S. characterization of Chi-
na’s policy. Mr. Geithner also
stressed that the new president has
promised to “use aggressively all
diplomatic avenues open to him to
seek change in China’s currency
practices.”

China’s Ministry of Commerce re-
iterated that China won’t rely on its
depreciation to support exports. “Di-
recting unsubstantiated criticism at
China on the exchange-rate issue
will only help U.S. protectionism
and will not help toward a real solu-
tion to the issue,” the ministry said
in its statement.
 —Liu Li contributed to this article.
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By Yochi J. Dreazen

WASHINGTON—The U.S. Marine
Corps is proposing to completely
withdraw from Iraq later this year
and shift 20,000 Marines to Afghani-
stan, boosting the Obama adminis-
tration’s plan to devote significant
new resources to the Afghan war.

Gen. James Conway, the top Ma-
rine commander, said Friday that
the combat portion of the Iraq war
was effectively over. “The time is
right for Marines in general terms
to leave Iraq,” he told reporters.
“A building fight taking place in an-
other locale—that’s really where
Marines need to be.”

On Friday, U.S.-fired missiles
killed 18 people on the Pakistan
side of the Afghan border, in the
first attacks on the militant strong-
hold since President Barack
Obama took office. The strikes
from unmanned CIA planes con-
firm that Mr. Obama, as expected,
is continuing the Bush Administra-
tion’s attacks in the ungoverned
tribal regions.

The Bush administration had
devoted the vast bulk of the na-

tion’s military resources to the
war in Iraq, leaving the Afghani-
stan conflict chronically under-
funded and short of manpower, ac-
cording to commanders in Afghani-
stan. Mr. Obama has made clear
that he sees Afghanistan as a
higher priority, and has promised
to withdraw all U.S. combat forces
from Iraq within 16 months of tak-
ing office.

Pentagon officials are drawing
up plans to shift up to 30,000 new
troops in Afghanistan in coming
months. White House aides say
that Mr. Obama, who as a candi-
date called for a shift of roughly
similar scale, is likely to approve
the request.

“The president has been quite
clear that the mission is to respon-
sibly draw down and end our ac-
tive combat role [in Iraq],” De-
fense Secretary Robert Gates said
Thursday. “He wants to put more
emphasis on Afghanistan and deal
with the problems...and the chal-
lenges that we face in Afghani-
stan.”

The new president will have to
make some difficult trade-offs,
given tensions between command-
ers in Iraq who want to keep
troops on the ground there as long
as possible and those in Afghani-

stan who are impatient for the
shift he supports. The military is
facing significant manpower
strains because of the demands of
the two long wars. “Anything that
you put into Afghanistan must nec-
essarily come from a reduction of
the number of Marines in Iraq,”
Gen. Conway said. There are cur-
rently 22,000 Marines there.

Many uniformed officers in
Iraq—including Gen. Ray Odierno,
the top U.S. commander there—
want to keep troop levels rela-
tively steady to avoid jeopardiz-
ing Iraq’s recent security gains.

Shortly after the election, mili-
tary commanders briefed Mr.
Obama on an initial plan to with-
draw roughly 10,000 troops from
Iraq by the summer. But now se-
nior military officials are crafting
plans for faster and larger with-
drawals. One of the options would
remove all U.S. combat troops
within 16 months.

Gen. Conway said Mr. Obama
would visit the Pentagon next
week to meet with the Joint Chiefs
of Staff. A White House aide said
the discussion would be devoted

largely to troop levels in Iraq and
Afghanistan.

Gen. Conway said most of the
20,000 Marines likely to deploy to
Afghanistan will head to the
south, a Taliban stronghold at the
heart of the country’s booming
narcotics trade.

U.S. commanders there say the
Taliban run shadow governments
and drug revenue allows them to
replenish supplies. “When you’ve
got those two elements you’ve got
the potential for a long-term insur-
gency,” Gen. Conway said.ASSOCIATED PRESS

VATICAN CITY—Pope Benedict
XVI has lifted the excommunica-
tions of four traditionalist bishops,
including that of a Holo-
caust denier whose rehabili-
tation sparked outrage
among Jewish groups.

The four were excommu-
nicated 20 years ago after
they were consecrated by
the late ultraconservative
Archbishop Marcel Lefeb-
vre without papal con-
sent—a move the Vatican
said at the time was an act
of schism.

The Vatican said on Sat-
urday that Pope Benedict
rehabilitated the four as part of his
efforts to bring Archbishop Lefeb-

vre’s Society of St. Pius X back into
the Vatican’s fold.

The move came just days after
one of the four, British-born Bishop

Richard Williamson, was
shown in a Swedish state
television interview saying
historical evidence “is
hugely against six million
Jews having been deliber-
ately gassed.” Jewish
groups denounced the Vati-
can for having embraced a
Holocaust denier and
warned that the pope’s de-
cision would have serious
implications for Catholic–
Jewish relations as well as
for the pontiff’s planned

visit to the Holy Land later this year.
Rabbi David Rosen, Jerusalem-

based head of interreligious af-
fairs at the American Jewish Com-
mittee and a key Vatican-Jewish
negotiator, called for the pope or a
senior adviser to issue a “clear con-
demnation” of all Holocaust deni-
als and deniers.

Shimon Samuels of the Simon
Wiesenthal Center in Paris said he
understood the German-born
pope’s desire for Christian unity,
but said Benedict could have ex-
cluded Mr. Williamson. He warned
that the rehabilitation will have a
“political cost” for the Vatican.

Vatican spokesman the Rev. Fe-
derico Lombardi said Mr. William-
son’s views were “absolutely inde-
fensible.” But he denied that rehabil-
itating Mr. Williamson implied that
the Vatican shared them.
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U.S. Marines plan shift
to Afghanistan from Iraq

By Yuka Hayashi

TOKYO—Japan has largely es-
caped the housing bubble and huge
credit losses that are weighing on
the U.S. and Europe. Then why is Ja-
pan’s economy shrinking faster?

Economists and corporate execu-
tives are realizing that the nation

suffers from the
bursting of another
type of bubble—
one in manufactur-
ing. Between 2002

and 2007, Japan’s manufacturing
sector boomed, driven by soaring
demand for Japanese automobiles
and electronic gadgets by consum-
ers globally, including Americans
feeling flush amid rising home
prices. Fueling the gains was a weak
yen that kept Japanese products
competitive and propelled yen-
based revenue and earnings for com-
panies such as Toyota Motor and
Sony to lofty highs.

Many in Japan were relieved to
see their economy growing at a
healthy pace again thanks to strong
exports, after a slump for more than
a decade. But many didn’t realize
just how vulnerable the economy
was becoming to consumers abroad,
despite decades of hectoring from
the U.S. and Europe that Japan
needed to rely less on exports and
more on domestic demand.

Over the six years from 2002, Ja-
pan’s exports jumped by 74%. Corpo-
rate capital spending, led by export-
ers, rose 31%, according to data com-
piled by Ryutaro Kono, a BNP Paribas
economist in Tokyo. In contrast, do-
mestic household spending grew a
mere 6.6%, as Japan’s effort to diver-
sify its economy away from exports
stalled in the absence of bold steps
by the government, laden with a
huge deficit and political gridlock.

Now that American consumers
have stopped splurging, the Japa-
nese economy is deteriorating at an
alarming rate. In December, exports
plummeted a record 35% from a
year earlier. Machine-tool orders, a
prime indicator for capital spending
by manufacturers, fell 58% during
the October-December quarter
from a year earlier.

Overall, Japan’s economy, the sec-
ond largest in the world, probably
contracted at an annual rate of more

than 10% during the latest quarter,
economists say. That would follow an
annualized 1.8% decline in the third
quarter. It also is a much steeper de-
cline than is likely in the U.S.—where
economists estimate about a 5% an-
nualized decline for the fourth quar-
ter—and other major economies.

The pain is felt widely. At Maki
Takasugi’s sushi restaurant in Me-
guro, an affluent residential neigh-
borhood in Tokyo, customer traffic
has been slow since October, when
sales suddenly fell about 30% from a
year earlier. “Even people whose
businesses are doing quite well now
feel splurging on sushi is too much
of a luxury,” says the 45-year-old,
who runs the restaurant with her
husband, the chef. To spur sales, the
Takasugis are offering free beer to
customers this month.

Other economies that depend
heavily on exports also are suffer-
ing, particularly in Asia. Singapore
has warned that its economy may
contract between 2% and 5% this
year after shrinking an annualized
12.5% during the fourth quarter.
South Korea’s economy last quarter
shrank 5.6% from the July-Septem-
ber period, or an annualized rate of
20.8%, according to J.P. Morgan,the
sharpest contraction since the
Asian financial crisis a decade ago.

Europe’s largest manufacturing
nation, Germany, has also been hit.
Sales of car makers such as BMW and
Daimler dwindled in the U.S., and ma-
chinery sales to emerging markets fal-
tered. Total exports in November
were down 9.1% from a year earlier,
and 10.7% lower than in October. New
orders from abroad were down 27%
in November, which bodes ill for Ger-

man output in the months to come,
even though many firms expect some
stabilization in mid- to late-2009.

In Japan, manufacturers are sad-
dled with too many workers and ex-
cess capacity as production begins
to fall. To cut costs, companies have
let go tens of thousands of factory
workers on temporary contracts,
and they are cutting hours for re-
maining workers.

Even as it snared the title of the
world’s largest auto maker recently,
Toyota is expecting its first operat-
ing loss in 70 years during the fiscal
year ending in March as sales fall in
the U.S., Europe and previously red-
hot emerging markets.

With exporters struggling, the out-
look is darkening for the entire Japa-
nese economy. The unemployment
rate, which has stayed relatively sta-
ble despite losses of temporary jobs,
is likely to start climbing in a few
months while consumer spending is
cooling. The Bank of Japan Thursday
forecast the economy would shrink
2% during the next fiscal year, which
starts in April, after contracting 1.8%
during the current fiscal year. If real-
ized, it would be the first time the
economy declines for two consecu-
tive years since World War II. Only
three months ago, it projected
growth of 0.1% for next fiscal year.

“Here is our main scenario,” BOJ
Governor Masaaki Shirakawa said
at a news conference. “The econ-
omy is deteriorating sharply and it
will continue to deteriorate in the
foreseeable future.”
 —Marcus Walker in Berlin

and Daisuke Wakabayashi
and John Murphy in Tokyo
contributed to this article.

Japan’s own burst bubble
Exports plummet,
causing economy
to shrink rapidly

Pope rehabilitates traditionalists

Thain attempts
‘Mr. Fix-It’ couldn’t
repair Merrill, and paid
for it at BofA > Page 21
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Exports, not domestic demand, had been helping fuel Japan's recent growth. 
Now global demand and Japan's economy are contracting. 
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U.S. Marines patrol a village in Afghanistan’s Helmand province in December. The
U.S. is proposing to shift 20,000 more Marines to Afghanistan from Iraq this year.
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Asian shares closed firmly lower
Friday, ending a downbeat week.

Selling pressure in Tokyo was ag-
gravated as the yen advanced, mak-

ing the prices of ex-
ports more expen-
sive. The Nikkei
Stock Average of
225 companies

closed down 3.8% at 7745.25.
Technology stocks throughout

the region were under pressure as
Sony forecast its first annual loss in
14 years and its shares fell 7%.

“Technology companies are get-
ting badly hit by falling demand,”
said Howard Gorges, vice chairman
of South China brokerage.

In Seoul, Samsung Electronics
was among the day’s biggest declin-
ers, down 4.1% after reporting its
first-ever quarterly loss, helping to
push South Korea’s Kospi Compos-
ite down 2.1% to 1093.40. LG Elec-
tronics fell 5.8%.

Many investors chose to pare
down positions in the event of profit
warnings or other negative news
during the Lunar New Year holiday,

during which many Asian markets
will be closed Monday and Tuesday.

In Sydney, uncertainty before
the Australia Day long weekend com-
bined with negative company an-
nouncements to push the bench-
mark S&P/ASX 200 index down 4.1%
to 3342.70, a two-month low.

Banking and resource stocks ac-
counted for most of the damage,
with BHP Billiton down 5.8% and
Westpac losing 5.9%.

Sims Group fell 21% after cutting
its fiscal first-half net-profit fore-
cast.

In India, the 30-stock Sensitive
Index fell 1.6% to close at 8674.35.
Banking shares fell on concerns that
a rise in nonperforming assets will
hurt corporate profitability. ICICI
Bank lost 3.7%, State Bank of India
was off 4.3% and HDFC Bank
dropped 2.2%.

Satyam Computer Services re-
bounded 31% on hopes that the gov-
ernment-appointed board soon will
announce a new chief executive and
a financial officer to help steer the
beleaguered firm out of its current
troubles.

Nikkei falls as yen gains,
Sony forecasts rare loss

Dubai property scandal expands

Bulgaria bills Gazprom
Seeks compensation
for 19-day outage;
firm blames Ukraine
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By Stefania Bianchi

DUBAI—Prosecutors here have
increased the bail for a developer ac-
cused of defrauding investors of
more than $100 million, as more in-
vestors lodged complaints in what
is the biggest case to grow out of
Dubai’s efforts to regulate a weaken-
ing property market.

Kabir Mulchandani, chairman of
development company Dynasty Za-
rooni, is being held by police on
charges of “fraud and embezzle-
ment,” the prosecutor’s office said.
Bail has been raised to 400 million
U.A.E. dirhams ($108 million) from
the 76 million dirhams set at the
time of his arrest in early January.

Dubai’s property market has
sagged recently after several years of
explosive growth, amid falling oil
prices and tight credit, driving out po-
tential buyers, including speculators.

Officials have tried to toughen
regulation of the market in recent
months, and the case involving Mr.
Mulchandani appears to be the big-
gest so far in terms of the amount of
money involved in the allegations.

According to lawyers at Al Shaali
& Co., one of a number of Dubai-
based law firms acting on behalf of
investors, the cases involve projects
in Dubai and Abu Dhabiin which Mr.
Mulchandani allegedly took depos-

its for property that he never deliv-
ered to investors.

“We’re currently handling about
500 million dirhams worth of
cases,” relating to Dynasty Zarooni,
said attorney Said Al Akkad from Al
Shaali.

Mr. Mulchandani, who is in pol-
icy custody, couldn’t be reached for

comment. He has denied any wrong-
doing. Global Advocates & Legal
Consultants, which is representing
Mr. Mulchandani and Dynasty Za-
rooni, declined to comment on the
case.

Investors in six of Dynasty Zaroo-
ni’s developments have lodged com-
plaints with the police, according to
Al Shaali. Those complaints have
been converted to cases by the pros-
ecutor’s office, the law firm said.

“There are a lot more investors
out there who want to file com-
plaints against Dynasty Zarooni.
The whole process takes a long

time,” said Mr. Al Akkad.
Lawyers and investors say allega-

tions include the taking of deposits
and payments without depositing
the money into an escrow account,
the misrepresentation of property
during the sale, and misleading in-
vestors about the progress made in
a development’s construction

Lawyers representing investors
say Mr. Mulchandani is also being in-
vestigated for how he handled capi-
tal in a small “investment club.” In-
vestors said Mr. Mulchandani re-
ceived subscription fees of 300,000
dirhams a month from 12 members
of the club, promising a return of a
million dirhams a month after six
months, after investing their money
in Dubai real-estate projects.

The investors say Mr. Mulchan-
dani has failed to deliver any re-
turns, or their initial capital.
 —Majdoline Hatoum

contributed to this article.
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Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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Kabir Mulchandani, chairman of Dynasty
Zarooni, is being held by police
on charges of ‘fraud and embezzlement,’
the prosecutor’s office said.

By Jacob Gronholt-Pedersen

MOSCOW—Bulgaria said Friday
it will claim compensation from Rus-
sian gas monopoly OAO Gazprom
for the losses it incurred during a
19-day Russia-Ukraine gas dispute
that cut off supplies to Europe.

Russian gas flow to Europe re-
sumed this week after Moscow and
Kiev signed a 10-year supply con-
tract that the two parties insist will
guarantee future shipments aren’t in-
terrupted.

Bulgaria’s Economy and Energy
Minister Petar Dimitrov handed Gaz-
prom’s Deputy Chief Executive Alex-
ander Medvedev an official request
for compensation during talks in So-
fia. Gazprom says it has no inten-

tion of paying and that Ukraine is to
blame. The Ukraine government
press office couldn’t be reached for
comment.

Bulgaria’s move suggests Gaz-
prom will bare the brunt of compen-
sation claims for damages that
some of the worst-hit countries in
Eastern Europe are estimating at
hundreds of millions of dollars. Mr.
Medvedev was scheduled to meet to
discuss the same issue later Friday
with Slovakia’s Prime Minister Rob-
ert Fico, who said Slovakia’s econ-
omy lost Œ100 million daily due to
the stoppage in gas flows.

Mr. Medvedev said Gazprom
faced “force majeure conditions
(that) made it impossible to fulfill
our contract obligations. We did not
have the physical possibility to sup-
ply gas to Europe.”

Some experts disagree with Mr.
Medvedev, saying European import-
ers have agreements with Gazprom,
not with Ukraine. “All contracts say
Gazprom has to deliver gas to a spe-

cific point west of Ukraine’s border
with the European Union,” said
Mikhail Korchemkin, an independent
gas analyst based in Pennsylvania.

It remains unclear whether Gaz-
prom would legally be able to redi-
rect claims to Ukraine, as the compa-
ny’s European export contracts
have never been made public.

Western European nations have
so far been quiet on the issue of com-
pensation, with many suffering far
less than have the newer EU mem-
bers. Some, including Italy and Ger-
many, enjoy friendly ties with Rus-
sia and may not want to rock the
boat too much, especially with
projects like the Nord Stream gas
pipeline—set to bring Russian gas
to Europe without passing through
Ukraine— important to longer-term
diversification plans.

European Commission President
Jose Manuel Barroso indicated ear-
lier this week that individual compa-
nies are free to sue Russia for the
New Year disruptions.

20 MONDAY, JANUARY 26, 2009 T H E WA L L ST R E ET JOU R NA L .



U.S. cabinet confirmations face delays
Republicans show
resolve as stimulus
takes up panel’s time

By Jonathan Weisman

WASHINGTON—U.S. President
Barack Obama chose his cabinet
nominees with record speed, but
since his inauguration the process
of securing their Senate confirma-
tion and building his government
has slowed markedly.

By the end of his first full day in
office, President Bill Clinton had all
but one cabinet nominee in office,
even after a very rocky transition.
President George W. Bush also had all
but one cabinet member confirmed
by the end of January 2001, despite

the protracted Florida recount fol-
lowing the November election.

This time, Mr. Obama will start
his second week without Treasury,
Labor, Health and Human
Services or Commerce sec-
retaries, not to mention an
attorney general to head the
Justice Department. By the
end of next week, Senate
aides say the president may
have secured only two more
cabinet confirmations: Tim-
othy Geithner at Treasury
and Eric Holder at Justice.

Since President Jimmy
Carter’s first term, only Pres-
ident George H.W. Bush has
had more problems than Mr. Obama
on this front—and the current presi-
dent’s issues have arisen after what
is widely considered a smooth, quick
and organized transition.

To White House aides, such com-
parisons are irrelevant. Mr.
Obama’s cabinet picks have run into
some exceptional speed bumps—for

instance, a Senate Finance
Committee overwhelmed
by its legislative work on a
record-breaking economic-
stimulus plan. None of his
nominees are in serious
trouble or have forced the
president to burn through
political capital as Mr. Clin-
ton did for Attorney Gen-
eral-nominee Zoe Baird,
George H.W. Bush spent for
Defense Department pick
John Tower or George W.

Bush did with John Ashcroft.
Besides, aides say, it is the speed

with which the nominees were picked
that counts. Mr. Geithner has been at
work on economic policy since the

Monday after Thanksgiving, even if
his confirmation has been hung up
over his past failure to pay some pay-
roll taxes on time, they note.

But historians and Senate aides
say there is more at work here. In
part, Mr. Obama’s lag might be evi-
dence of some hubris from a transi-
tion that started with great pride
and perhaps a little too much speed.

“It may be a bit of plain old arro-
gance or overconfidence,” said Paul
Light, a New York University expert
on presidential transitions. “They’re
really smart people, but they seem
to be underestimating the political
impacts of fairly familiar problems.”

Perhaps more important, the
slow process could be a sign that the
shrunken Republican Party—with
its core of determined conserva-
tives intact—won’t be a pushover
for the new president.

“We’re always going to exercise
our prerogatives,” said Don Stew-
art, spokesman for Senate Minority
Leader Mitch McConnell (R., Ky.).
“We want to make sure we’re part of
the process.”

But former Sen. Tom Daschle
hasn’t even been scheduled for a con-
firmation hearing as Health and Hu-
man Services secretary, a key posi-
tion as Mr. Obama tackles health care
in the budget due next month. Demo-
cratic Finance Committee aides say
the holdup is in part because the com-
mittee has been hashing out the tax
provisions of a stimulus package
likely to exceed $825 billion. They
are also working on the Senate’s ver-
sion of an expanded State Children’s
Health Insurance Program.

But Democratic leadership aides
acknowledge more-thorny problems
as well, as Republican Finance Com-
mittee aides pore over Mr. Daschle’s
tax returns, business ties and his con-
nectiontoaneducation-loanprovider
being investigated by the committee.

Republicans are holding up the
confirmation of Hilda Solis as labor
secretary, saying she hasn’t been forth-
coming on her views about key policy
matters, particularly legislation that
would ease union organizing.

Ms. Solis firmly backed the bill
as a House member, and Mr. Obama
favors at least the concept. But Re-
publicans strongly oppose it and are
pushing for an answer in writing to
gauge how important the bill would
be for the Labor Department. So far,
Ms. Solis has been cagey by refusing
to directly answer such questions.

The holdup with Ms. Solis is just
silly, Democrats said. The presi-
dent’s position favoring the so-
called Employee Free Choice Act—
which would allow workers to gain
collective bargaining rights by sign-
ing cards rather than secret ballot-
ing—is well known. Republicans
simply want to flog her, White
House aides contend.

But Mr. Stewart, the McConnell
aide, said Republicans are merely
demanding that Democrats show
the same due diligence they de-
manded of the Senate when Mr.
Bush was president.

“Democrats for the past eight
years have screamed about over-
sight and transparency, and now
they want to put through some of
these people without a hearing,” he
said. “You have to live by what you
called for in the last administration.”

Commerce secretary—never a
particularly controversial cabinet
post—may be the last one filled in
the Obama administration. The ini-
tial nominee, New Mexico Gov. Bill
Richardson, withdrew his name
from consideration after a federal
probe of contracting in his state
moved into the governor’s office.
And Mr. Obama has yet to announce
a new nominee.

The Commerce glitch is one mis-
step White House aides do acknowl-
edge making. The investigation into
the Richardson administration was
public record well before the gover-
nor was tapped by Mr. Obama. But
Obama aides say Mr. Richardson
didn’tdivulgejusthowclosetheprobe
was getting to the governor’s office.

The choice of a successor at Com-
merce has been slow. One potential
candidate, former Time Warner Inc.
Chief Executive Richard Parsons, ef-
fectively took himself out of the run-
ning this week when he was named
the new chairman of Citigroup Inc.
Congressional Democrats say Sy-
mantec Corp. Chief Executive John
W. Thompson has made the rounds
on Capitol Hill, as have others.

Barack Obama
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By Phil Craig

U .S. hedge funds flooded into
the City in the last decade,

but now that business has
slumped, some fund companies
are shrinking their London out-
posts as a way to cut costs.

London is the sec-
ond-biggest center for
the hedge-fund indus-
try after New York, with
more than 400 hedge
funds based in the U.K.
capital, according to in-
dustry estimates.

But many hedge
funds have had a rough
year as markets
slumped and investors
have withdrawn their
money. Overall, hedge
funds lost 18% on aver-
age in 2008, according to Chi-
cago-based Hedge Fund Re-
search.

The focus on reining in costs
stands in sharp contrast to the
good times at many fund compa-
nies that set up shop in London
in recent years, typically at some
of the city’s most desirable ad-
dresses. After hundreds of new
offices opened during the hedge-
fund boom years of the last de-
cade, the pace of closures is pick-
ing up. IMS Consulting counts at
least a dozen firms in recent
months that have shuttered
their London offices altogether.
And some major names have let
staff go and cut spending.

SAC Capital, the Stamford,
Conn.-based hedge fund owned

and run by U.S. investor Steven
Cohen, has had a total of 16 depar-
tures in recent months, or
roughly half its London staff. The
fund, which is known for charg-
ing some of the highest fees in
the industry, also has made a
handful of recent hires, includ-
ing appointing Deutsche Bank ex-
ecutive Drew Lubin to run the
London business.

Magnetar Capital, an Evan-
ston, Ill., fund company that
racked up big profits in 2007
thanks to its trades tied to
subprime-mortgage securities,
has shut its London risk-arbitrage
desk, eliminating four positions,

according to a spokes-
man with the firm.

Another fund com-
pany, New York-based
Atticus Capital, has
made some cutbacks in
London, according to a
person familiar with the
situation, though no ex-
ecutives or senior inves-
tors have left.

But at a time when
some U.S. hedge funds
are beating a retreat

from the U.K. capital, one storied
fund manager has decided that
this is the time to move in. George
Soros’s fund company is opening
offices in London this week and
kicking things off with a party in
the wealthy Mayfair district,
where many hedge funds are lo-
cated. The irony of the Soros
fund’s arrival at the same time
the U.K. pound is plumbing its
lowest level in years won’t be lost
on many in the City. Mr. Soros is
best-known here for making
more than $1 billion in 1992 with
bets against the pound that even-
tually forced Britain to withdraw
from the European exchange-rate
mechanism, the precursor to the
common euro-zone currency.
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French banks agree
to combine operations
in asset management
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PARIS—French banks Crédit Ag-
ricole SA and Société Générale SA
plan to announce on Monday an
agreement to combine large parts of
their asset-management opera-
tions, people familiar with the mat-
ter said.

The banks aim to create a joint
venture with about Œ700 billion
($909 billion) in assets under man-
agement, a move that would help
them cut costs, these people said.
Crédit Agricole, France’s second-
largest bank by market value after
BNP Paribas SA, will hold a 70% in-
terest in the new venture. Société

Générale, the third largest, will own
the rest, they said.

A spokeswoman at Société
Générale declined to comment.
Crédit Agricole officials couldn’t be
reached over the weekend.

The asset-management business
has faced declining profit margins
in recent years due to increased
competition in the sector. Recently,
some investors have pulled out of fi-
nancial markets while others have
suffered declining portfolio values,
meaning lower performance fees.

The proposed Crédit Agricole
and Société Générale joint venture
would rank among the world’s 10
biggest asset-management compa-
nies, one of the people familiar with
the matter said.

The two banks began discus-
sions several months ago, but talks
dragged out because rocky financial
markets made it more difficult to
reach a consensus on the value of
each bank’s asset-management busi-
ness, they said.

Société Générale would retain

control over some of its specialized
asset-management operations. The
bank’s Lyxor Asset Management
unit wouldn’t be transferred to the
venture with Crédit Agricole.

The asset-management venture
comes about a year after Crédit Agri-
cole and Société Générale pooled
the bulk of their brokerage opera-
tions into a unit called Newedge.

The two banks, however, are un-
likely to look into a full-blown
merger because antitrust authori-
ties would probably block it.

Last week, Société Générale said
it had broken even in the fourth
quarter and earned about Œ2 billion
in 2008. The bank said it planned to
receive another Œ1.7 billion from the
French government to boost its cred-
itworthiness as part of a second
round of state-sponsored capital in-
jections.

Crédit Agricole received Œ3 bil-
lion in the first round, but has said it
is adequately capitalized and
wouldn’t need a further capital injec-
tion from the government.
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By Riva Froymovich

The dollar and the yen will likely
continue to find support this week
as stocks languish in the shadow of
a global recession.

These haven currencies garner
support during periods of market

uncertainty, when
traders sell curren-
cies that are per-
ceived as riskier,
such as the euro

and the pound. But after sharp gains
last week, the dollar and yen’s ad-
vances should be narrower.

“Risk aversion remains high so
far in 2009, and there is little pros-
pect of any lasting reversal for
now,” said Daragh Maher, deputy
head of global foreign-exchange
strategy at Calyon in London.

“Four months after the [Lehman
Brothers] collapse, various policy in-
itiatives to shore up the banking sys-

tem have not yet fostered a rejuvena-
tion in lending growth, and markets
are becoming increasingly skeptical
about future success,” he said.

The market is expecting a dismal
report Friday on fourth-quarter U.S.
gross domestic product, which will
strengthen the dollar and the yen.

Foreign-exchange market ana-
lysts say the euro could fall to the
area of $1.26 to $1.265. The dollar
could weaken to closer to 86 yen,
they say.

Late Friday in New York, the
euro was at $1.2985 from $1.3005
late Thursday, while the dollar
edged up to 88.85 yen from 88.71
yen. The euro was at 115.35 yen from
115.51 yen, and the U.K. pound was at
$1.3807 from $1.3891. The dollar
was at 1.1559 Swiss francs from
1.1543 late Thursday.

Banking-sector fears have made
the U.K. pound particularly vulnera-
ble, due to the massive role financial

services play in the country’s econ-
omy. Analysts say a fall to $1.25 isn’t
out of the question in weeks ahead.

“We’re going through a major
change in the organization of the
economic sphere. The gigantic finan-
cial-services sector is being down-
sized,” said John McCarthy, man-
ager of currency trading at ING Capi-
tal Markets in New York. “If you look
at the problems in the U.K., they’re
magnified.”

However, euro-zone data re-
leases this week, such as Germany’s
Ifo business-climate index, could
surprise to the upside, providing
some short-term relief for the
shared currency. That could have an
effect on sterling’s exchange rate
against the dollar because the Euro-
pean currencies often trade in line.

Risk aversion could also be tem-
pered by the two-day U.S. Federal
Open Market Committee meeting,
which ends Wednesday.

The U.S. Securities and Exchange
Commission is investigating remarks
that former Wachovia Corp. Chief Ex-
ecutive Robert K. Steel made about
the future of the bank the day before it
started talks about a potential merger,
people familiar with the matter say.

The probe of the former Treasury
Department official has been under
way for several weeks, but it isn’t
known how advanced the investiga-
tion is.

“In an extremely challenging and
volatile time, Mr. Steel always did his
best to convey the position of Wacho-
via accurately. Should any questions
arise, he is very comfortable address-
ing them,” a spokesman for Mr. Steel
said. The SEC declined to comment.

Among the issues under scrutiny
is whether Mr. Steel, 57 years old, mis-
led investors when he appeared on CN-
BC’s “Mad Money” program on Sept.
15.

Host Jim Cramer asked Mr. Steel
whether his goal was to sell the bank.
The CEO responded that Wachovia
had a “great future as an independent
company.” He added, “But we’re a pub-
lic company, so we’re going to do
what’s right for shareholders, I can

promise you that. But we’re also fo-
cused on the very exciting prospects
when we get things right going for-
ward.”

The next day Wachovia’s board
met by telephone to discuss strategic
options, including raising money, sell-
ing core businesses and merging with
another company, according to an
SEC filing.

On Sept. 17, Mr. Steel called Mor-

gan Stanley CEO John Mack to dis-
cuss a potential merger, according to
people familiar with the matter.

After initially agreeing to sell its
banking operations to Citigroup,
Wachovia on Oct. 3 agreed to sell the
full company to Wells Fargo. Whether
Mr. Steel misled investors and vio-
lated securities laws will depend on
what Mr. Steel knew at the time of his
comments.

By David Gauthier-Villars
in Paris and Dana Cimilluca
in London
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By Jackie Range

NEW DELHI—Indian police ar-
rested two partners of an Indian arm
of accounting giant Pricewater-
houseCoopers Saturday on charges
of criminal conspiracy and cheating
in connection with the fraud investi-
gation at Satyam Computer Ser-
vices Ltd., according to senior police
official A. Siva Narayana.

Satyam, a large Indian technology
outsourcingfirm,wasthrownintotur-
moil earlier this month after founder
B. Ramalinga Raju said he overstated
the company’s profit over several
yearsandcreated a fictitiouscash bal-
ance ofmore than$1 billion.

SrinivasTalluriandS.Gopalakrish-
nan, the two partners at Price Water-
house, one of PricewaterhouseCoo-
pers’ Indian businesses, couldn’t be
reachedforcommentSunday.Themen
are in judicial custody. Police didn’t
give further details of the arrests. A
PricewaterhouseCoopers spokesman
Sunday said the partners would have
an opportunity to apply for bail Tues-
day;Monday isaholiday inIndia.

Price Waterhouse, the Indian firm,
said Saturday that it didn’t know on
whatbasisthepartnerswerebeingde-

tained but that thefirm is cooperating
with authorities. The firm said it
shares the regulators’ concern in un-
derstandingthefullextentofthefraud
at Satyam and how it was accom-
plished. “Like everyone else, we were
shocked by the massive fraud at Sa-
tyam and by the steps undertaken to
conceal it,”Price Waterhousesaid.

Price Waterhouse began working
for Satyam, which is based in Hydera-
bad,abouteightyearsago.Pricewater-
houseCoopersanditsprecursorfirms
have operated in India for about 130
years. The firm has offices in nine In-
dian cities. PricewaterhouseCoopers
said that the Indian firm is a member
of its international network and is
owned by the Indian partners.

Mr. Raju, the company’s founder
and former chairman; his brother B.
RamaRaju,thecompany’sformerman-
aging director; and Satyam’s former
chief financial officer, Srinivas Vadla-
mani,havebeenarrestedonchargesof
forgery, cheating and breach of trust.
B. Ramalinga Raju confessed to the
fraud in a letter to the Satyam board.
The lawyer for B. Rama Raju and Mr.
Vadlamani hasdeclined to comment.

 —Eric Bellman in Hyderabad,
India, contributed to this article.
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