
Fed officials kept the key rate
near zero and said they are con-
sidering buying U.S. Treasurys in
a move to ease credit markets.
The central bank reiterated that
the rate would remain low “for
some time” and also cited grow-
ing worries that inflation could
fall below comfort levels. Page 1

n Consumer confidence has sta-
bilized in Germany and France,
but unemployment fears threaten
to damp consumption. Page 2

n The world economy is likely
to slow to a “virtual standstill”
this year, the IMF’s chief econo-
mist said. The fund cut its 2009
global economic outlook. Page 7

n Fortis has begun talks with
BNP Paribas about whether the
French bank would amend the
terms of its bid. Page 21

Chinese Premier Wen Jiabao, left, and Russian Prime Minister Vladimir Putin urged global cooperation against the downturn.

Russia, China assail dollar’s role
Putin and Wen urge
global cooperation,
tout own economies

Russia and China slammed
the U.S. economic system, hold-
ing it responsible for the global
economic crisis and question-
ing the dollar’s role as the
world’s dominant reserve cur-
rency. They also urged more in-
ternational cooperation. Page 1

n Obama took the case for his
economic-recovery package to
business leaders, saying he is con-
fident the legislation will make
it through Congress. Pages 10, 31

n A flare-up of violence be-
tween Israel and Hamas is strain-
ing a truce as the new U.S. envoy
arrived in the region. Page 12
n The head of the U.N. nuclear
agency canceled interviews
with the BBC over its refusal to
air an appeal for Gaza victims.

n Israel’s chief rabbinate cut
ties with the Vatican to protest a
papal decision to reinstate a bish-
op who denied the Holocaust.

n French government funding
for fruit and vegetable farmers
violates EU rules on subsidies,
the European Commission said.

Worried Fed inches closer
to buying Treasury bonds

The premiers of Russia and
China slammed the U.S. economic
system in speeches Wednesday,

holding it responsible for the global
economic crisis.

Both focused on the role of the
U.S. dollar, with China’s Premier
Wen Jiabao calling for better regula-
tion of major reserve currencies and
Russia’s Prime Minister Vladimir Pu-

tin calling over-reliance on the dol-
lar “dangerous.”

Speaking on the opening day of
the World Economic Forum in Da-
vos, Switzerland, they both urged
more international cooperation to

escape the downturn. They also
talked up the abilities of their own
economies to ride out the recession.
Mr. Wen said he was “confident”
China would hit its 8% growth tar-
get for this year even though that
was “a tall order.”

The Russian and Chinese leaders
also called for cooperation with U.S.
President Barack Obama, but it was
a chilly reception for the new admin-
istration that reflected growing an-
ger in economies that are now get-
ting hit hard by a financial crisis
that began with subprime mort-
gages sold in the U.S.

Mr. Putin was characteristically
blunt. He called for the develop-
ment of multiple, regional reserve
currencies in addition to the dollar.
“Excessive dependence on a single
reserve currency is dangerous for
the global economy,” Mr. Putin said.

The Russian leader mocked U.S.
businessmen who he said had
boasted at last year’s Davos meeting
of the U.S. economy’s fundamental
strength and “cloudless” prospects.
“Today, investment banks, the pride
of Wall Street, have virtually ceased
to exist,” he said.

Earlier, Mr. Wen called for an ex-
pansion of regulatory “coverage of
the international financial system,
with particular emphasis on
strengthening the supervision on
major reserve currencies.”

While Mr. Wen never named the
U.S., his critique of its failings was
as sweeping as Mr. Putin’s. The fi-
nancial crisis, he said, was “attribut-

able to inappropriate macroeco-
nomic policies of some economies
and their unsustainable model of de-
velopment characterized by pro-
longed low savings and high con-
sumption; excessive expansion of fi-
nancial institutions in blind pursuit
of profit”—and other excesses.

“The entire economic growth sys-

tem, where one regional center
prints money without respite and
consumes material wealth, while an-
other regional centre manufactures
inexpensive goods…has suffered a
major setback,” Mr. Putin said.

Mr. Wen’s comments came just
days after U.S. Treasury Secretary
Timothy Geithner accused China of

manipulating its currency for eco-
nomic gain. The Chinese premier
gently, but firmly warned that if
Washington and Beijing chose con-
frontation, both would be losers.

But the different tones of the
two speeches, and the fact that Mr.
Wen didn’t call for replacing the dol-

Please turn to page 9
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What underregulation?
Before this financial crisis, the
argument was that the U.S.
was too strict. Page 15

By Marc Champion in Davos,
Switzerland, and Andrew
Batson in Beijing

n Business and political leaders
warn against protectionism ......... 7
n Saudi business elite go forth to
drum up investor interest ............ 8
n Continuing live Davos coverage

.......................... WSJ.com/Davos
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What’s News—
Business & Finance World-Wide

Source: Ryan ALM via WSJ Market Data Group

Bottoming out
The rapid decline in treasury yields 
has lost momentum
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By Jon Hilsenrath

U.S. Federal Reserve officials took
a small step toward buying Treasury
securities, saying that they were pre-
pared to make that move if they con-
cluded it could help to ease credit
markets broadly, but they stopped
short of moving fully forward with
the strategy.

The Fed has already pushed its
benchmark short-term interest rate–
the federal-funds rate–to near zero
and reiterated after a two-day meet-
ing of the Federal Open Market Com-
mittee that the rate would remain low
“for some time.” Officials now are fo-
cused on new lending and asset pur-
chase programs.

The central bank also offered a
bleak assessment of the economic
backdrop and cited growing worries
that inflation could fall below its com-
fort levels. “Industrial production,
housing starts, and employment have
continued to decline steeply, as con-
sumers and businesses have cut back
spending,” the Fed said in a statement
after the meeting. “Furthermore, glo-
bal demand appears to be slowing sig-
nificantly.”

Officials have some breathing
room because two of their new lend-
ing programs are being ramped up. In
one, the Fed is buying $600 billion of
securities issued or guaranteed by
government-linked mortgage finance
companies: Fannie Mae, Freddie Mac,

Ginnie Mae and Federal Home Loan
banks. In the other, it will provide up
to $200 billion of financing to inves-
tors buying securities tied to con-
sumer loans.

In its statement after the meeting,
the U.S. central bank said it would buy
government debt “if evolving circum-
stances” suggested it could help ease

Please turn to page 31
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8375.45+200.72 +2.46
Nasdaq 1558.34 +53.44 +3.55
DJ Stoxx 600 194.32 +6.01 +3.19
FTSE 100 4295.20+100.79 +2.40
DAX 4518.72+195.30 +4.52
CAC 40 3076.01+121.48 +4.11

Euro $1.3246+0.0079 +0.60
Nymex crude $42.16 +0.58 +1.39
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Italian luxury-yacht
group Ferretti is struggling
to stay afloat.

Orders for its world-re-
nowned brands such as Per-
shing and Riva, with an aver-
age price tag of Œ1.5 million
($1.98 million), have plum-
meted. The company de-
faulted on debt of more than
Œ1 billion last week and is in
crisis talks with bankers.

Its demise has been sud-
den. Private-equity firm
Candover, which owns 60%
of Ferretti, valued it around

Œ1.8 billion at the end of
June. That was 6% above
its purchase price two
years earlier and came as
the super-rich, seemingly
untouched by economic tur-
moil, continued to spend.

But Ferretti’s equity
value likely has been wiped
out in the past three
months as expected orders
from autumn boat shows
didn’t materialize. Order
cancellations also are up,
and the industry is going
into its capital-intensive

winter construction period.
Ferretti will be unable to
continue without a signifi-
cant cash injection.

That isn’t likely to come
from Candover, which will
have to write off approxi-
mately Œ450 million of eq-
uity. And with no immi-
nent prospect of recovery,
it is hard to see it coming
from the banks.

A symbol of bull-market
excess, Ferretti could be
left to sink.
 —Molly Neal

Could there be value in
bombed-out U.K. and Irish
Tier 1 hybrid bonds?

Some of these bank capi-
tal instruments, once consid-
ered among the safest credit-
market investments around,
now trade at little more than
10% of face value. That
makes them like options—a
cheap way to bet on efforts
to bail out the financial sys-
tem. For brave investors, the
bonds offer opportunities.

Tier 1 hybrid bonds rank
equally with preference
shares, above common eq-
uity. They combine features
of debt and equity: Under
certain circumstances, in-
terest payments can be
skipped, and if not called
they have no fixed matu-
rity date.

So far, Tier 1 hybrid
bonds of nationalized banks,
such as Northern Rock,
have continued to make cou-
pon payments.

The devil is in the details
of each security. Some allow
boards to defer coupon pay-
ments so long as payments
aren’t also being made on
equal-ranking or junior secu-
rities. Others can only defer
interest where distributable
profits aren’t sufficient to

make payment on the
bonds, or where payment
would breach capital-ade-
quacy rules.

But investors have one
big factor in their favor. The
Tier 1 market is an impor-
tant source of bank capital.
Governments know that.
They also have to consider
the potential losses faced by
insurance companies and
pension funds that bought
the bonds, and the further
turmoil that could cause.

That may encourage gov-
ernments to take a generous
view of the market. For ex-

ample, Anglo Irish Bank’s
hybrid bonds on Tuesday
nearly doubled in cash price
terms—albeit to between
7% and 12% of face value—
after the Irish government
said the newly nationalized
bank would continue to pay
Tier 1 coupons, subject to
board approval.

At such low prices, two
years of coupon payments
will cover the initial invest-
ment. And if the bonds
end up being redeemed at
par, the potential returns
are huge.
 —Richard Barley

Wireless is wild card in AT&T outlook
AT&T’s chief financial

officer, Rick Lindner, spoke
in a very even tone on
Wednesday’s quarterly con-
ference call. But there was
no mistaking the impor-
tance of his message: The
recession is taking a bite
out of a business once seen
as defensive.

The company’s guid-
ance for earnings in 2009,
effectively a 9% drop after
accounting for higher pen-
sion and retiree costs, is
significantly lower than
the analyst community
had expected.

AT&T puts much of the

blame on its traditional
“wireline” business. Long-
term erosion is being aggra-
vated by the weak economy,
squeezing margins. That
shouldn’t surprise anyone.

What is less predict-
able is how the economy
will affect the wireless
business. AT&T is banking
on wireless growth offset-
ting problems in the land-
line business.

Fourth-quarter wireless
revenue grew 13.2%, helped
by the exclusive iPhone con-
tract. But slowing growth in
the overall wireless market,
and Sprint’s fight to sur-

vive, suggests that wireless
price competition could in-
crease. In that scenario, as
Sanford C. Bernstein ana-
lyst Craig Moffett notes,
“all bets are off.”

Any shortfall in growth
at wireless would be worri-
some for AT&T. As it is, the
company is scaling back cap-
ital expenditures 10% to 15%
this year to keep free cash
flow stable. With a dividend
payout projected to reach
$9.7 billion this year—72.6%
of free cash flow—AT&T
doesn’t have that much
room for error.

—Martin Peers

Yacht maker Ferretti is a sinking ship

Abetonbailoutefforts

Banks and investors face a ‘jumbo’ threat
Mortgage industry
faces another cloud
as delinquencies rise
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By Nick Timiraos

Rising defaults by affluent home-
owners are raising the specter of an-
other cloud over banks and inves-
tors, which could get stuck with
thousands of expensive homes.

About 6.9% of prime “jumbo”
loans were at least 90 days delin-
quent in December, according to
LPS Applied Analytics, a mortgage-
data research firm. The rate was up
sharply from 2.6% a year earlier. In
comparison, delinquencies of non-

jumbo prime loans that qualify for
backing by government agencies
climbed to 2.1% from 0.8% in Decem-
ber 2007.

Jumbo mortgages average
about $750,000 and can run as high
as $5 million or more. More borrow-
ers with such loans are being hit by
layoffs that are spreading through
practically every sector and pay
level of the U.S. economy.

Tuesday, the Labor Department
reported that the jobless rate rose
in December in all 50 states, hitting
at least 10% in Michigan and Rhode

Island. States that suffered the big-
gest jumps in unemployment in the
past year include California and
Florida, where the largest number
of jumbo loans were made.

That means trouble for banks
that made those loans when times
were good and investors who
snapped up jumbo loans packaged
into mortgage-backed securities.
Defaults on jumbo mortgages tend
to result in especially steep losses
for lenders, because pricier homes
are tough to sell in the current mar-
ket.

“There is more pain to come,”
says Herb Blecher, vice president of
analytics at LPS.

Last month, the mounting de-
faults prompted Moody’s Investors
Service to downgrade hundreds of
tranches of prime jumbo loans sold
to investors as securities. Moody’s
has downgraded more than 75% of
all prime jumbo loans originated in
2006 and 2007 that carried the top
rating of triple-A.

From 2002 to 2006, banks origi-
nated an average of $557 billion a
year in jumbo loans, according to In-
side Mortgage Finance, a trade pub-
lication. About 40% of the total was
sold to investors as securities.

Three lenders accounted for
nearly half of all jumbo loans made
in the first nine months of 2008.
The top two originators, Chase
Home Finance and Washington Mu-
tual, both part of J.P. Morgan Chase
& Co., made more than 25% of all
jumbo loans, while Bank of Amer-
ica Corp. and Wells Fargo & Co.
each accounted for 11% of the jumbo
market.

Some of the largest financial in-
stitutions held on to many of their
loans. Last July, J.P. Morgan dis-

closed that it had $34.4 billion in
jumbo mortgages. Chairman and
Chief Executive James Dimon ac-
knowledged that the New York bank
expanded too aggressively into the
market in 2007, particularly in
places such as California, where
home prices later collapsed.

“We were wrong,” Mr. Dimon
says. “We obviously wish we hadn’t
done it.”

Jumbo mortgages aren’t a big
part of J.P. Morgan’s loan business
anymore; government-backed
loans now account for more than
90% of originations. “We continue
to make [jumbos] as an accommoda-
tion to customers,” said spokesman
Thomas Kelly. “It’s not a big part of
what we do.”

Jumbo loans shriveled when
credit markets seized up in July
2007, and originations slid 71% to
$87 billion in the first nine months

of 2008, down from $303 billion a
year earlier. Only 7% of the loans
made last year were securitized, ac-
cording to Inside Mortgage Fi-
nance.

Originations are expected to fall
even further in 2009. Earlier this
month, Wells Fargo stopped buying
jumbo mortgages originated by
mortgage brokers. The San Fran-
cisco bank still is making loans
through retail channels.

Other big jumbo-mortgage lend-
ers still are advertising their loans
but have “intentionally priced them-
selves out of the market” by charg-
ing high rates, says Peter Boger, op-
erating chief at Ridgewood Savings
Bank. The Queens, N.Y., bank was
one of several regional banks, in-
cluding Hudson City Bancorp, of
Paramus, N.J., and Astoria Finan-
cial Corp., of Lake Success, N.Y., that
increased jumbo lending in 2008.

Conforming-loan limits top out
at $625,000 in the highest-cost
housing markets. To buy a more ex-
pensive home, buyers must put up
larger down payments—between
30% and 40%—and pay higher mort-
gage rates. Rates on 30-year fixed
jumbo mortgages stood at 6.87%
last week, compared to 5.34% for
conforming mortgages, a differ-
ence of 1.53 percentage points, ac-
cording to HSH Associates, a finan-
cial publisher.

“Your potential community of
buyers for a particular house…is
smaller because you’ve got fewer
people who can afford the pay-
ment,” says Jay Brinkmann, chief
economist for the Mortgage Bank-
ers Association. “That is going to
have an impact on price.”

Some analysts believe tighter
credit could be exacerbating jumbo
defaults by making it harder to refi-
nance.

“Throughout 2008, even in the
worst of market conditions, con-
forming borrowers had some ac-
cess to refinancing,” says Navneet
Agarwal, a senior mortgage-backed
securities analyst at Moody’s. “But
most of the private-label borrowers
have been shut out.”

Nearly 25% of prime jumbo mort-
gages exceeded the value of the
homes they backed in September,
according to Credit Suisse. That fig-
ure would increase to 42% given
home-price declines of 15% over the
next two years.

The delinquency rate on jumbo
loans still is far lower than that of
subprime mortgages and Alt-A
loans, a category between
subprime and prime. Both those de-
linquency rates now exceed 17%.

Anglo Irish Bank’s hybrid bonds on Tuesday nearly doubled in
cash price terms—albeit to between 7% and 12% of face value.

Source: LPS Applied Analytics
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Euro-zone consumers feel relief
Lower prices steady
confidence, but fears
over employment rise

CORRECTIONS & AMPLIFICATIONS
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By Nicholas Winning

Consumer confidence in the euro
zone’s two biggest economies has
stabilized as lower energy prices
help salaries stretch further, but un-
employment fears are damping ex-
pectations for future consumption.

Data from Germany and France
on Wednesday showed consumer
confidence steadied at the start of
the year, albeit at low levels. That
follows other January data showing
private-sector activity in the euro
zone contracted less sharply than in
December and German business con-
fidence improved. But the outlook
for the 16-nation currency area re-
mains grim as its main export mar-
kets flounder, public debt and unem-
ployment rise, and industrial orders
and production slump.

“A lot of the relative stability in
euro-zone consumer confidence is
on the back of the improvement in
inflation, so consumers perceive
that in real terms their income lev-
els are improving,” said Janet

Henry, chief European economist at
HSBC. “As unemployment starts to
rise and people perceive that their
employment outlook is deteriorat-
ing, we could well start to see confi-
dence weaken again.”

Germany’s annual rate of infla-
tion fell to a near-five-year low of
0.9% in January from 1.1% in Decem-
ber, preliminary data show. German
economic think-tank DIW said it ex-
pected lower oil prices to boost Ger-
man purchasing power by Œ30 bil-
lion ($39.57 billion) this year.

Meanwhile, the GfK market-re-
search group’s forward-looking Ger-
man consumer-climate index was
steady at 2.2 points for February, de-
fying economists’ expectations of
deterioration to 2 points.

“The recent sharp drop in infla-
tion rates is buttressing [consum-
ers’] propensity to buy,” GfK said.
“However, income expectations are
lower as Germans increasingly fear
for their jobs.”

Although the index measuring
consumers’ willingness to spend for
the current month jumped to 15.5
from minus 6.3, the report showed
that economic and income expecta-
tions weakened.

“The fear of rising unemploy-
ment may well turn out to be the
dominating element,” Martin

Lueck, an economist at UBS, said in
a note. “As a consequence, we think
private consumption will not grow
in 2009. On 2009 average, we ex-
pect it to shrink by 0.3% year-on-
year, following a similar decline in
2008.”

The prospect of a renewed de-
cline in consumer confidence, a con-
tinued slowdown in the broader
economy and falling inflation
strengthens the argument for the
European Central Bank to lower its
benchmark interest rate below the
current 2% level.

Economists expect the ECB to
cut rates again, but the bank has in-
dicated it won’t move until March at
the earliest, and has suggested it
will move cautiously because it

doesn’t see any threat of deflation
and doesn’t want to create another
credit bubble.

In France, figures showed con-
sumer confidence in the euro zone’s
second-largest economy improved
to the highest level since April.
“That is entirely due to the favor-
able impact of cheaper energy and
lower inflation altogether on pur-
chasing power,” Dominique Barbet,
an economist at BNP Paribas, said.

Meanwhile, in Spain, the econ-
omy fell into recession in the second
half of 2008 for the first time since
1993, the Spanish central bank said
Wednesday. In a monthly bulletin,
the Bank of Spain estimated that
Spanish gross domestic product fell
by 1.1% in the fourth quarter of last

year from the third quarter and by
0.8% from a year earlier.
 —Roman Kessler, Geraldine Amiel

and Jonathan House
contributed to this article.
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Source: International Monetary Fund estimates

Lowering expectations
Year-to-year percentage change 
in output
         Projections
  2007 2008 2009 2010

Euro area 2.6 1.0 -2.0 0.2

Germany 2.5 1.3 -2.5 0.1

France 2.2 0.8 -1.9 0.7

Italy 1.5 -0.6 -2.1 -0.1

Spain 3.7 1.2 -1.7 -0.1

U.K. 3.0 0.7 -2.8 0.2

Japan 2.4 -0.3 -2.6 0.6

U.S. 2.0 1.1 -1.6 1.6

Toyota Motor Corp.’s San Anto-
nio truck plant is currently operat-
ing on one production shift. A Tues-
day Corporate News article about
the difficulties facing auto-parts
makers incorrectly said the plant is
temporarily idle.

Jon Zibbell, a needle-exchange
advocate and founder of a Massa-
chusetts drug users’ coalition who
is also a visiting professor at Skid-
more College, says that drug abuse

is a problem for both workers and
clients alike in all drug-treatment
programs. Drug abuse “only seems
more pronounced among needle-ex-
change workers due to the conten-
tious nature of needle exchange and
the dominance of the abstinence-
only model in the U.S.,” he says. A
Marketplace article Jan. 20 incor-
rectly implied that Mr. Zibbell be-
lieves that drug abuse is a large
problem only among workers of nee-
dle-exchange programs.
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broader strains in credit markets. But
it offered no plan for moving forward
on such purchases.

Buying Treasurys could bring
down their interest rates further, and
potentially hold down interest rates
on a wide range of loans benchmarked
to government securities, including
mortgages and corporate debt.

Operationally, such a move should
be easy for the Fed, because it has the
authority to buy Treasury bonds, and
the markets desk of the Federal Re-
serve Bank of New York has a long his-
tory of trading bonds with securities
dealers. But there are trade-offs.

One risk is that it could backfire.
Large-scale Fed purchases of govern-
ment debt would mean the central
bank is effectively helping the govern-
mentfinancethesoaringbudgetdeficit
by printing money, something that has
the potential to be highly inflationary.
If bond investors see it that way, Trea-
sury yields could rise rather than fall.

Some Fed officials think the
greater risk right now is not a sharp
rise in inflation, but a rapid decline in
inflation. The consumer price index,
excluding volatile food and energy
prices, contracted at a 0.3% annual
rate in the final three months of 2008,
compared with advances of about
2.5% earlier in the year.

“The Committee sees some risk
that inflation could persist for a time

below rates that best foster economic
growth and price stability in the
longer term,” the Fed said.

The economic backdrop has
grown more grim since Fed officials
last met. When the Commerce Depart-
ment unveils its preliminary growth
estimates for the final three months
of 2008 later this week, it is expected
to show that the economy contracted
at a rate of 5% or more.

In the past few weeks, forecasters
have been ratcheting down growth es-
timates for the first and second quar-
ters of 2009, in the face of waves of

new corporate layoffs. In a report re-
leased Wednesday, the International
Monetary Fund said it expected the
global economy to grow by 0.3% in
2009, the worst performance since
World War II.

At the same time, there have been
someencouragingsignsinmarkets.For
example, the London interbank offered
rate, or Libor, a rate that banks charge
each other on short-term loans, is well
off its October highs relative to the fed-
eral-funds rate. Fed officials watch this
measure as an indicator of stress in
short-term bank funding markets.

Continued from first page

Fed inches closer to buying bonds

By Jon Hilsenrath

And Jonathan Weisman

U.S. President Barack Obama’s
$825 billion stimulus package is
hatching against a drumbeat of
dour economic news, from plunging
consumer confidence to a stream of
layoff announcements, some at
firms that stand to benefit from the
plan.

The developments are raising
new doubts about whether the plan
will be enough, or come in time, to
moderate an increasingly severe
downturn. They also underscore the
administration’s challenge: how to
warn people that the plan might not
be a cure-all without painting an
overly pessimistic picture.

Economists have been ratchet-
ing down their already weak growth
forecasts, even as a large stimulus
plan has become more likely. A
weekly survey by Macroeconomic
Advisers LLC, a research firm,
shows forecasters think the econ-
omy is contracting at a 4.3% annual
rate in the current quarter, much
worse than the 1.5% contraction pre-
dicted two months ago.

Corning Inc., a New York pro-
ducer of fiber-optic cable, flat-
screen TV supplies and other prod-
ucts, said Tuesday that it would lay
off 3,500 workers, or 13% of its work
force, despite major provisions in
the stimulus plan that could help
the company.

For Corning, the plan could in-
clude $6 billion to $9 billion of new
federal spending to wire commu-
nity colleges, libraries and rural gov-
ernments with high-speed Internet
equipment. In addition to supplying
fiber-optic equipment, Corning sup-
plies products that could benefit
from efforts to retrofit diesel truck
engines.

Corning’s chief executive, Wen-
dell Weeks, met with Mr. Obama
Wednesday along with a number of
other chief executives to offer his
support for the stimulus plan. Still,
the company has been hit so hard by
the downturn that it is moving
ahead with layoffs to meet its cash-
flow targets.

Daniel Collins, a Corning spokes-
man, said that while the stimulus is
likely to help, it isn’t clear when, or
how much. “You can’t bank on
hope,” he said.

Corning’s announcement came a
day after Caterpillar Inc., maker of
earth movers that could be needed
for infrastructure projects pro-
posed by Mr. Obama, said it would
lay off 20,000 workers in all. Several
other companies added to the tide
with tens of thousands in work-
force cuts.

Ken Simonson, chief economist
for Associated General Contractors
of America, said for suppliers like
Caterpillar, inventory is another
problem. Construction companies
“have a lot of equipment parked at
the fence,” he said. Even when stimu-
lus funds start flowing, they will be
dusting off the earth movers they al-
ready own or buying and leasing
equipment from other contractors
with idle equipment.

Goldman Sachs economists say
$1.2 trillion in fiscal stimulus is
needed over two years to offset the
sharp private-sector contraction.

Many economists say the risks
for the remainder of the year are on
the downside. The consensus calls
for the economy to contract more in
the second quarter, then to begin
growing slowly by the middle of the
year.

White House aides are quick to
damp expectations of a quick turn-
around. The Caterpillar and Corn-
ing cuts are “consistent with the
view that the cavalry isn’t coming
that fast, and when it comes, it
won’t be the difference between life
and death,” one administration offi-
cial said.

The Congressional Budget Office
estimates that $169 billion of the
$825 billion in stimulus will hit the
economy before the end of Septem-
ber, and that the bulk of it will show
up in 2010 and 2011.

The estimates point to one of the
challenges of formulating an effec-
tive plan. Tax cuts can be imple-
mented quickly, but many econo-
mists think they wouldn’t stimulate
much new spending, because con-
sumers and businesses are so keen
on saving. Government spending
would generate economic activity

more quickly, but it is hard to ramp
up right away.

The one thing that is certain to
flow from the stimulus is a large in-
crease in the federal debt. Large gov-
ernment budget deficits are show-
ing signs of starting to nudge inter-
est rates on government debt
higher, from very low levels.

If that persists, it could eventu-
ally damp some of the stimulus-
plan’s benefits. Higher government
rates raise the cost of borrowing not
only for the Treasury, but also for
many private-sector borrowers,
since corporate bonds and mort-
gage bonds are often benchmarked
to Treasury yields.

Bond markets have been hit by a
flood of new supply of Treasury
debt in the past few weeks, a factor
that some traders say has pushed up
rates. The yield on a 10-year note hit
2.519% Tuesday, up from a little
over 2.00% at the end of 2008.

A report this week by Decision
Economics Inc., a New York eco-
nomic-forecasting firm, says defi-
cits in 2009 and 2010 will reach be-
tween 10% and 12% of gross domes-
tic product, respectively, roughly
double the previous peacetime
records set in the Reagan years. It
added that federal debt will soar
from about 70% of GDP to more than
90% of GDP. Without an effort to con-
trol entitlement spending, it could
climb to more than 100% of GDP by
the middle of next decade, a debt
burden not seen since World War II,
the firm said.

Allan Sinai, chief economist at
Decision Economics, says the rise in
debt eventually will lead to slower
economic growth and diminished
standards of living in the U.S. He nev-
ertheless supports the Obama stimu-
lus plan.

As U.S. economy falters,
stimulus may fall short

Private equity may get aid
U.S. stimulus plan
could let firms defer
certain income taxes
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Time release

By Nathan Koppel

A U.S. judge issued a ruling in the
Parmalat securities litigation that
could worry large accounting firms
with offices in many countries.

Parmalat SpA, an Italian con-
glomerate, collapsed in 2003 follow-
ing the discovery of a massive fraud
in which the company allegedly
overstated its assets by $16 billion.

At issue in Tuesday’s ruling, by
U.S. District Judge Lewis Kaplan of
New York, was whether Deloitte
Touche Tohmatsu potentially could
be held liable for an allegedly defec-

tive Parmalat audit by its Italian
member firm, Deloitte & Touche
SpA. Judge Kaplan held that it was
possible, in denying Deloitte
Touche Tohmatsu’s motion for sum-
mary judgment. A request for sum-
mary judgment asks that part or all
of the case be dismissed before trial.

“This is huge,” says Stuart
Grant, counsel for people who
bought Parmalat shares. “Judge
Kaplan has finally made the law re-
flect reality. These accounting
firms sell themselves as world-
wide, seamless organizations. Now
they are going to be held responsi-

ble in the same fashion.”
Deloitte Touche Tohmatsu “pro-

vided no services of any kind to any
Parmalat entity,” the firm said in a
statement. “We are confident of vic-
tory at any trial of this matter.”

Whether Deloitte Touche Tohm-
atsu can be held liable for Deloitte
& Touche SpA turns on whether it
had a “principal-agent” relation-
ship with the Italian affiliate.
Judge Kaplan concluded that “DTT
exercised substantial control over
the manner in which its member
firms conducted their professional
activities.”

By Jesse Drucker

And Peter Lattman

The list of industries being
bailed out by the U.S. Congress may
soon grow to include an unlikely
one: private-equity firms.

Senate Finance Committee Chair-
man Max Baucus included language
in the tax portion of the proposed
stimulus package that would allow
companies to defer income taxes
triggered when they repurchase
their own troubled debt at a dis-
count.

That would benefit a wide array
of companies and industries, but
would be a particular windfall to pri-
vate-equity firms, which acquire
companies using piles of debt in
hopes of producing large profits for
their investors. Amid the economic
downturn, many of these deals have
run into trouble and the firms are
seeking to refinance them.

Companies owned by private-eq-
uity firms were among those lobby-
ing for the special tax-relief provi-
sion.

The Joint Committee on Taxa-
tion estimates the proposal would
cost the government roughly $26
billion over the next three years.
Most of that cost would be recov-
ered over the following seven years.

A study by Boston Consulting
Group found that, of 328 private-eq-
uity portfolio companies, roughly
60% had debt trading at levels con-
sidered “distressed.”

To stave off default, private-eq-
uity executives have made reduc-
tion of their companies’ debt a top
priority. The companies are asking
investors to swap their bonds for
ones with lower values and longer
maturities and also seeking to settle
debt with cash.

However, reducing debt levels
can result in a big tax bill. For exam-
ple, if a company issues $1 billion in
debt, but later runs into trouble and
exchanges it for new debt worth
$600 million—or buys it back for
$600 million—the remaining $400
million in cash is taxable income.

Under Mr. Baucus’s proposal, in

the case of a cash buyback, compa-
nies would be able to defer that tax,
spreading the bill over eight years,
and wouldn’t start paying it until
2011. The Montana Democrat’s pro-
vision would apply only to cash re-
purchases during 2009 and 2010. To
become law, it must survive negotia-
tions over competing House and
Senate provisions.

Harrah’s Entertainment Inc.,
owned by buyout firms TPG and
Apollo, completed an exchange of-
fer at the end of December for both
new debt and cash. Manor Care,
owned by Carlyle Group, is attempt-
ing to purchase a portion of its debt
for cash. Freescale Semiconductor,
owned by four private-equity firms,
bought back $85 million in debt last
year.

Sen. John Ensign of Nevada, a Re-
publican Finance Committee mem-
ber, introduced a bill earlier this
month that would have canceled the
tax obligation altogether. A spokes-
man said Mr. Ensign would seek to
modify Mr. Baucus’s proposal to
“move it closer” to his bill’s original
language.
 —Serena Ng

contributed to this article.

Deloitte faces a setback in Parmalat liability case
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Wells Fargo reports loss
Added reserves allow
for future loan losses
likely with Wachovia

LEADING THE NEWS

By Dan Fitzpatrick

Wells Fargo & Co. posted a sur-
prise $2.55 billion loss in the fourth
quarter as it added $5.6 billion to
its reserves to cover future loan
losses and prepared to absorb the
ailing Wachovia Corp.

Despite the loss, Wells Fargo’s
shares were up 25% in late morning
trade in New York, part of a sector
rally based as investors’ hopes that
President Barack Obama’s adminis-
tration will adopt a plan to absorb
the bad assets weighing down the fi-
nancial system. Citigroup’s shares
were up 18% and Bank of America
also rose 18%.

It was the first quarterly loss for
San Francisco-based Wells Fargo
since 2001. Charlotte, N.C.-based
Wachovia, which wasn’t included
in the results because Wells didn’t
close on the purchase until Dec. 31,
lost $11.2 billion during the period.

Wells also took a write-down of
$37.2 billion on the riskiest loans
held by Wachovia, which exposed it-
self to California’s swooning hous-
ing market with the 2006 purchase
of exotic mortgage lender Golden
West Financial Corp.

Some analysts argue that Wells
will need to cut its dividend and
raise even more capital to account
for Wachovia’s problem loans and
boost its balance sheet, but Wells
so far has made no moves on either
front, maintaining its dividend at
34 cents a share and declaring it
has “no plans” to request more gov-
ernment aid. It received $25 billion

from the government last year and
raised an additional $13 billion in a
common-share offering.

The bank’s $2.55 billion loss in
the fourth quarter, or 79 cents a
share, compared with prior-year
net income of $1.36 billion, or 41
cents a share.

Analysts surveyed by Thomson
Reuters expected earnings of 33
cents a share on revenue of $11.65
billion. Revenue was down 3.8% to
$9.82 billion.

The results for the quarter in-
cluded $1.20 a share in charges re-
lated to credit reserve builds, a
write-down on aged loans, merger
costs and $294 million in charge-
offs relating to the alleged fraud of
Bernard Madoff, with Wells borrow-
ers who had their wealth invested
in Madoff funds unable to pay back
loans, said Wells Chief Financial Of-
ficer Howard Atkins.

Wells reported $116 billion in
new mortgage applications in the
fourth quarter, up 40% from the
third quarter. Of the $116 billion,
$37 billion was for new-home pur-
chases, and “that could be a sign”
of the housing market “getting
closer to a bottom,” Mr. Atkins
said.

But like other large lenders,
Wells continues to reel from the ef-
fects of declines in residential real-

estate values, higher unemploy-
ment rates and more borrower
bankruptcies. Net charge-offs, or
loans that are no longer collect-
able, rose to 2.69% of average total
assets from 1.28% a year earlier.
Nonperforming assets, or loans
near default, dropped to 1.04%
from 1.22% in the prior quarter.

Mr. Atkins said job cuts have al-
ready begun as the bank integrates
Wachovia and eliminates dupli-
cated positions, but he declined to
provide specific figures. Analysts
expect Wells to shed jobs in invest-
ment banking, and Mr. Atkins

agreed that business is “not consis-
tent with the Wells Fargo business
model.” He said Wells still expects
$5 billion in annual expenses saved
as a result of the merger.

“We are going to take the time
to do this the right way,” he said.

Wells earned $2.84 billion in
2008, or 75 cents a share, down
from $8.06 billion and $2.38 a
share in 2007. Earnings-per-share
growth is one factor determining
whether top executives at Wells re-
ceive bonuses, but those decisions
“have not been made yet,” Mr. At-
kins said.

Wachovia lost $11.2 billion during the period, which wasn’t included in Well
Fargo’s results because Wells didn’t close on the purchase until Dec. 31.
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Wells is reeling
from the declines
in residential
real-estate values.
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On social networks,
‘friends’ are the enemy

The menace lurking in the machines
Cyber scammers
are on the increase
during downturn
By M.P. McQueen

The bear economy is creating a
bull market for cyber crooks. Ex-
perts and law-enforcement officials
who track Internet crime say scams
have intensified in the past six
months, as fraudsters take advan-
tage of economic confusion and anxi-
ety to target both consumers and
businesses.

Thieves are sending out phony
emails and putting up fake Web
sites pretending to be banks, mort-
gage-service providers or even U.S.
government agencies like the Fed-
eral Bureau of Investigation or the
Federal Deposit Insurance Corp.
Cellphones and Internet-based
phone services have also been used
to seek out victims. The object: to
drain customer accounts of money
or to gain information for identity
theft.

Avivah Litan, vice president with
data-security advisers Gartner Inc.,
said clients are telling her that cy-
ber-assaults on many banks have
doubled in the past six months in
the U.S. and other parts of the
world, including the U.K., Canada,
Mexico and Brazil. Though most are
thwarted by computer-security de-
fenses, such as spam filters and
fraud-detection systems, that still

leaves potentially millions of vic-
tims.

“They are all experiencing a lot
more attacks, and a lot more ATM
fraud” aimed at depositors’ ac-
counts, Ms. Litan said.

More than 800 complaints have
been received so far this year from
checking-account customers in the
U.S. about mysterious, unautho-
rized transactions of $10 to $40 that
appear on monthly statements, ac-
cording to the National White Collar
Crime Center in Richmond, Va., a
federally funded group that assists
police agencies. Craig Butterworth,
a spokesman for the group, said in-
vestigators suspect a “phishing”
scam, where deceptive emails and
text messages are used to acquire
personal information, such as So-
cial Security numbers, user names
and passwords. Separately, a
“penny” scam of phantom credit-
and debit-card charges from 21
cents to 48 cents has generated 300
complaints, Mr. Butterworth said.

The FBI’s Internet Crime Com-
plaint Center confirms a spike in cy-
ber attacks. In its most recent Inter-
net Crime Report, the FBI said it re-
ceived 207,000 complaints about
crimes perpetrated over the Inter-
net in 2007, the latest year for which
data are available, amounting to
nearly $240 million in reported
losses, or $40 million more than a
year earlier. Organized groups in
the U.S. and elsewhere are behind
many of the crimes, experts say.

Until recently, most attacks were
scattershot, with spam emails

blasted randomly to thou-
sands of computer users at
once. Now crooks are starting
to single out specific targets
identified through prior re-
search, a tactic called “spear
phishing.” In these attacks,
emails are sent to the offices
of wealthy families or to cor-
porate money managers, for
example. They address poten-
tial victims by name and com-
pany or appear to come from
an acquaintance.

In one such attack, hun-
dreds of senior executives
across the globe received per-
sonally addressed emails in
last April, saying they were
being subpoenaed to testify
before a grand jury by the U.S.
District Court in San Diego, ac-
cording to a federal courts
spokesman in Washington,
D.C. When users clicked on a
link containing the attach-
ment, their computers were
infected with malicious soft-
ware. The case was referred to the
FBI, the spokesman said.

Panos Anastassiadis, chief execu-
tive of Cyveillance, an Internet secu-
rity firm in Arlington, Va., that also
investigated the case, suspects
fraudsters were trying to get “first-
quarter financial results of publicly
traded companies a week before ev-
erybody else.”

Mr. Antastassiadis himself re-
ceived an email but didn’t open it be-
cause he says he knew better. He es-
timates that almost half of the recip-

ients opened the documents, expos-
ing themselves to the malware.
Many also forwarded the bogus mes-
sages to their legal departments—
infecting them, too. Mr. Anastassia-
dis said an organized-crime ring
based in Eastern Europe is believed
responsible.

The use of cellphone text mes-
sages is a fairly new tactic. Earlier
this month, customers of Associ-
ated Bank, a unit of Associated
Banc-Corp, were among the recipi-
ents of email and cellphone text
alerts warning them that their
credit cards had been deactivated.
The message directed them to call a
telephone number and leave their
account information. Customers of
Norway Savings Bank in Maine were
also among those hit by cellphone
text messages about their debit
cards shortly before Christmas.

In another case, emails bearing
the logo of Franklin Bank of Jackson-
ville, Texas, which failed on Nov. 7,
were circulating throughout Texas
in November and December that
also sought account numbers, per-
sonal-identification numbers and
passwords from recipients. Prosper-
ity Bank, which assumed all the de-

posits of the failed bank,
said customers didn’t lose
any money.

In another new twist,
scammers using Internet-
based phone service are fak-
ing the caller-IDs of banks
and other businesses in tele-
phone phishing scams. Be-
cause the phone ID bears
the name of a real company,
victims have been tricked
into supplying personal in-
formation. Some customers
of the Bank of Lancaster
County in central Pennsylva-
nia, which became part of
the PNC Financial Services
Group Inc. in August, were
targeted in this type of scam
last summer, a PNC spokes-
man confirmed. Because of
federal regulations and
bank policy, any customers’
money lost would have been
reimbursed, he said.

Difficult times are also
causing more people to fall

prey to job- and business-opportu-
nity scams that have migrated to
the Internet from postal mail.

Identity thieves frequently post
fake ads on job boards to ensnare
victims, and they’ve become increas-
ingly sophisticated in recent years,
says Pam Dixon, executive director
of the World Privacy Forum, a non-
profit public-interest research
group. “It used to be you could pick
them out by their bad grammar, but
now it’s much more difficult,” she
says. “You really have to be careful.”

Brian Lapidus, chief operating of-
ficer at Kroll Fraud Solutions, a unit
of Marsh & McLennan Companies
Inc., a company that also helps busi-
nesses and individuals resolve
cases, said his company is fielding a
growing number of calls from wary
recipients of similar emails pitching
too-good-to-be-true jobs, loans and
sweepstakes offers. Even when ad-
vised of the risks, many respond any-
way, Mr. Lapidus says.

“People want to believe that
even in this economic climate, the
cloud has a silver lining,” he said.
 —Sarah E. Needleman

contributed to this article.
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civil suit and was awarded $873 mil-
lion in damages against Adam Guer-
buez and Atlantis Blue Capital for
spamming Facebook users.

MySpace saw malware attacks
last summer, though the company
says it hasn’t had any reports of it in
recent months. Only a “negligible
amount” of MySpace’s users have
been infected with malware, accord-
ing to the company. (MySpace is
owned by News Corp., which also
publishes The Wall Street Journal.)

Twitter co-founder Biz Stone
saysprogrammersat themicro-blog-
ging site improved the log-in secu-
rity after a phishing campaign
snared unsuspecting users. In it, us-
erswere sentmessages sayingsome-
thing like, “Hey, check out this funny
blog about you,” along with a link.
The link took users to a phony Twit-
ter log-in page where users were
prompted to enter their passwords.

Mr. Stone says Twitter has a

team that investigates malware
threats, phishing attacks and spam
on the site. The company also has au-
tomated processes that monitor for
and delete malicious messages and
links, he adds.

LinkedIn Corp. took action when
phony accounts of celebrities prom-
ised nude photos. Instead, the ac-
counts led to sites that contained
malware. LinkedIn officials say they
removed the fake accounts, but de-
clined to say whether any users’
computers were infected.

Users should use the same cau-
tion with messages on social net-
works as they would with email, says
Ryan Naraine, a security expert with
Kaspersky Lab, a computer-security
company. Users should be especially
wary of any messages from friends
that don’t sound like their friends
wrote them. If they don’t normally
write OMG in a message, it’s proba-
bly not them, says Mr. Kelly, Face-
book’s director of security.

Continued from page 29
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Ford Motor’s Volvo unit, maker of the S60 pictured earlier this month in Detroit,
may be moving toward an auction. Ford may solicit interest as early as this week.

ConocoPhillips posts $31.76 billion loss
Plunge in oil prices, tumble in value of Lukoil investment raise the curtain on further pain across the industry

Ford Motor Co. is moving ahead
with a bid to sell its Volvo brand as
the auto maker braces for a dismal
fourth-quarter earnings report due
Thursday.

Ford has been shopping Volvo for
a year or so as part of a strategy to

raise cash, shed niche nameplates
and focus its resources on its flagship
Ford brand.

Volvo, an upscale Swedish make
whose sales declined over the past
few years, has drawn little interest
from established auto makers so far.

But interest seems to be growing
in China. As early as this week, Ford
will ask companies that may want to
bid on Volvo to identify themselves,
people familiar with the situation
said. Several Chinese concerns are ex-
pected to show interest, one of the in-

dividuals said.
Ford spokesman Mark Truby said

Wednesday the company’s position
on Volvo is unchanged. “We’re in the
midst of a strategic review of Volvo
that could include a possible sale,”
Mr. Truby said, declining to com-
ment further.

On Thursday, Ford is expected to
post a substantial loss. Analysts
polled by Thomson Reuters expect a
fourth-quarter loss of a $1.19 a share,
though their estimates range widely.
Ford lost $1.30 a share in the year-ear-
lier period.

With the global auto industry suf-
fering from a deep sales slump and a
glut of production capacity, it is un-
clear how much Ford could get for
Volvo.

Once known for building boxy but
safe vehicles, Volvo enjoyed a surge
in sales earlier in the decade but new
models in recent years have fallen
short of expectations. For the third
quarter of 2008, Volvo reported a pre-

tax loss of $458 million. Sales in its
critical U.S. market fell 31% in 2008
to 73,102 vehicles.

“It’s a horrible time to be a seller,”
said John Casesa, managing partner
at the New York consulting firm Cas-
esa Shapiro Group LLC. “But I think
it’s a great opportunity for a new en-
trant to buy a good asset at a lower
price. And the obvious new entrant
would be a Chinese” auto maker.

Volvo’s struggles illustrate one of
the problems that also plague Gen-
eral Motors Corp. and, to a lesser ex-
tent, Chrysler LLC: a proliferation of
nameplates. GM plans to kill, sell or
shrink four of its eight U.S. brands—
Pontiac, Saab, Hummer and Sat-
urn—as the auto maker rushes to
downsize to meet a White House via-
bility requirement attached to the
$13.4 billion in U.S. loans it received.

Ford bought Volvo for $6.45 bil-
lion in 1999 as part of a shopping
spree to expand its presence in the
luxury market. Volvo was once the
star performer of Ford’s now-disman-
tled Premier Auto Group. Volvo was
profitable but Ford ultimately
couldn’t afford to support a half-
dozen nameplates.

When Alan Mulally arrived as
chief executive in late 2006 he
pushed Ford to slim down. The com-
pany sold Aston Martin, Jaguar and
Land Rover, its other premium
brands. After initially standing be-
hind Volvo, Mr. Mulally has since al-
lowed it to go on the block.

Now, with Ford’s cash burn ex-
pected to be as high as $5 billion in
the fourth quarter by one estimate,
the auto maker is looking at all op-
tions to keep the company going with-

out seeking government loans.
In an interview this week, Mr. Mu-

lally said Ford is disinclined to bor-
row more money to fund its turn-
around after taking on $23.5 billion
in commercial loans in 2006. “We
think we have sufficient money to
fund our transformation plan, which
means our business is in pretty good
shape,” he said.

Ford has been considering a sale
of Volvo as part of what it calls a “stra-
tegic evaluation” announced in No-
vember. The company is emphasiz-
ing its “One Ford” strategy, using glo-
bal car-production platforms, to ride
out the worst U.S. vehicle market
since 1992.

Companies that contact Ford
won’t be committed to bidding on
Volvo but rather would be saying
they are “interested in learning more
about what it takes to bid,” one of the
knowledgeable people said.

Companies expected to express in-
terest include Chinese auto makers
Geely Holding Group, SAIC Motor
Corp. and Chongqing Changan Auto-

mobile Co., which has a joint venture
with Ford, said one of the people fa-
miliar with the matter. The Chinese
companies couldn’t be reached for
comment late Wednesday amid the
weeklong Lunar New Year holiday.

Many Chinese companies, how-
ever, are also struggling with slug-
gish demand in the country’s once-
burgeoning auto market. Sales began
contracting in August. Even if they ex-
press interest in Volvo, these compa-
nies might not have the financial
means to finance a Volvo acquisition
and could require China’s central gov-
ernment to help, one of the knowl-
edgeable people said.

As its future hangs in the balance,
Volvo could see help from the Swed-
ish government, which has said it will
make emergency loans and guaran-
tee credit of as much as 28 billion
Swedish kronor, or about $3.5 billion,
to help Volvo and Saab, owned by
GM.
 —Jeff Bennett and Kate Linebaugh

contributed to this article.

Chinese firms may bid on Volvo

Source: Thomson Reuters Datastream
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ConocoPhillips 
On the New York Stock Exchange  
Late Wednesday afternoon: $50.16
52-week change: down 37%
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CORPORATE NEWS

By Luca Di Leo

ROME—The Italian government
met Wednesday with auto industry
executives and unions to discuss aid
for the sector a few days after the
country’s largest car maker, Fiat
SpA, warned 2009 would be the
worst year ever.

Those measures include incen-
tives to buy new, less-polluting cars
and tax deductions on car pur-
chases, a government official said.

Last week, Premier Silvio Berlus-
coni said the government would
help industries such as the auto sec-
tor through Italy’s recession.

Industry Minister Claudio Sca-
jola said the government was mull-
ing extending help beyond the car
sector to other industries that re-
duce carbon emissions. Having met
with senior cabinet ministers Tues-
day, Fiat Chairman Luca di Mon-
tezemolo Wednesday urged the gov-
ernment to take steps quickly.

Italy mulls steps to aid car sales

By Guy Chazan

And Russell Gold

ConocoPhillips reported a mas-
sive fourth-quarter loss, highlight-
ing a reversal of fortune for oil com-
panies that spent big during the oil
boom and now are reeling from plum-
meting crude prices and swooning
stock markets.

A year after reporting a profit of
$4.37 billion, the third-largest U.S.
oil producer posted a loss of $31.76
billion, or $21.37 a share, including a
huge write-down on the value of sev-
eral investments it made when oil
prices were on the rise. Revenue fell
16% to $44.5 billion.

Others have suffered in similar
ways. Valero Energy Corp., the larg-
est U.S. refiner by capacity, and Ches-
apeake Energy Corp., the biggest
U.S. natural-gas producer, took
charges against earnings earlier this
week, acknowledging that some of
their assets are worth far less now
that oil prices have fallen to about
$42 a barrel from last year’s high
around $145.

To compensate, analysts think
some companies will have to curb in-
vestment programs and even cut div-
idends.

ConocoPhillips is the first of the
major international oil companies to
report fourth-quarter earnings, and
investors are braced for more bad
news to come this week. Exxon Mo-
bil Corp. and Chevron Corp. report
results Friday. The global economic
slowdown continues to damp de-

mand for energy and keep crude
prices low. Citigroup said it expects
major European oil companies’ earn-
ings will be down an average of 27%
from a year earlier in dollar terms.

That’s a sharp contrast to last
year, when Exxon Mobil and Royal
Dutch Shell PLC, fueled by soaring
crude prices, saw a stream of ever-
rising profits.

“Oil is a boom and bust business:
This is a bust cycle,” Paul Sankey, an
oil analyst at Deutsche Bank, wrote
in a recent research note. “We expect
poor reserves reports, write-downs,
poor earnings, more [earnings-per-
share] cuts and bankruptcies.”

ConocoPhillips warned two

weeks ago that it would take a num-
ber of charges, including a $7.4 bil-
lion write-down related to its 20%
stake in Russian oil producer OAO
Lukoil, whose shares lost over two-
thirds their value in the second
half. The Houston-based oil com-
pany also said it would slash its
2009 capital budget by 18% and lay
off 4% of its work force.

For all of last year, ConocoPhil-
lips posted a net loss of $17 billion,
compared with net income of $11.9
billion in 2007.

Chairman and Chief Executive
James J. Mulva signaled that little
improvement is on the horizon. This
year and next “will be very challeng-

ing for the global economy and the
energy business,” he said in a confer-
ence call with investors Wednesday.

The company said it ended its
share-buyback program, after spend-
ing $8.2 billion last year on share re-
purchases. Other big oil companies
are likely to follow suit as they strive
to preserve cash.

“We are reducing our cost struc-
ture and restraining our capital to
live within our means,” Mr. Mulva
said.

Write-downs like the ones Cono-
coPhillips took often are a sign of mis-
calculations by managers who
bought high-priced assets at the top
of the market. The current quarter’s

results, said Mark Gilman, an oil ana-
lyst at Benchmark Capital, will say a
lot about the resilience of companies
assets.

While other majors will likely
post weaker earnings, few are ex-
pected to suffer losses on the scale of
ConocoPhillips. Analysts expect Exx-
on’s earnings per share to drop 32%
and Chevron’s to fall 20%.

Big Oil had been largely insulated
from the worst effects of the reces-
sion, thanks to larger cash flows and
more diversified assets. The main ca-
sualties in the industry have been
small independent companies that
have struggled to raise funds on
seized-up capital markets.

Still, even the bigger oil compa-
nies are seeing their businesses suf-
fer from slumping demand. Profit
margins for refined products such as
gasoline and diesel are under stress,
chemical earnings have been pum-
meled and costs are still rising
across the oil industry, despite the
slide in the price of crude.

As the earnings season
progresses, investors will be paying
particularly close attention to divi-
dends. Throughout the boom in oil
prices, the majors outdid themselves
in their generosity to shareholders,
with lavish dividends and share buy-
backs . But some companies may be
forced to curb such programs if oil
prices stay low for an extended pe-
riod, Neil McMahon, an oil analyst at
Sanford Bernstein, wrote in a report.
ConocoPhillips isn’t planning to cut
its dividend.

By Matthew Dolan in Detroit
and Norihiko Shirouzu in
Shanghai
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Latest version of Apple’s iLife gets better
Face recognition
on iPhoto feature
needs improving

Banks and investors
in U.S. face a ‘jumbo’
threat. Page 32

Requiring phone
cameras to click
WSJ.com/Tech

By Walter S. Mossberg

W
HILE Apple’s Macin-
tosh computers are
known for hand-
some hardware de-
sign, what really

makes the Mac distinctive is its
built-in software. That software in-
cludes a suite of multimedia pro-
grams, called iLife, which is prein-
stalled, free, on every new Mac.

The iLife software has inte-
grated photo, video, music and Web-

design applica-
tions meant for av-
erage, nontechni-
cal consumers. It is
better, in my view,

than any comparable offering on
the Windows platform, even those
that cost extra.

This week, Apple released the lat-
est version of the suite, called iLife
’09, and I have been testing it for
awhile. It includes five programs: iP-
hoto, iMovie, GarageBand, iWeb and
iDVD. The new version will be bun-
dled on new Macs, and current Mac
owners can upgrade to it for $79.

This latest iteration isn’t a radi-
cal revision of iLife, and I wouldn’t
say that it’s a must-have upgrade
for current Mac owners. But three
of the programs—iPhoto, iMovie
and GarageBand—have significant
new features that make them more
appealing and useful.

In particular, iPhoto now has the
ability to detect and identify faces
in your photos; to identify and map
the location where they were shot;
and to directly post sets of photos

to, and synchronize them with, the
popular online services Facebook
and Flickr.

I focused my tests on iPhoto’s sex-
iest new feature—face recognition.
It worked OK, but it wasn’t as good
as I had expected from software
made by Apple.

GarageBand, a powerful but easy
tool allowing nonprofessionals to
mix and produce music, now offers
beautifully produced video lessons
in how to play the two most popular
instruments: guitar and piano.
There are some free lessons built in,
but you can also buy, for $5 each, les-
sons from famous artists such as
Sting and Norah Jones.

In iMovie, you can now do preci-
sion editing of clips. You also can in-
sert one clip in the middle of an-

other by simply dragging and drop-
ping; insert animated maps into
travel movies; and apply handsome
themes that can make a home movie
look like, say, a scrapbook. There’s
also a new tool that stabilizes jerky
footage, like video shot from a mov-
ing car, although Apple warns that
this process can take hours.

For me, however, the most impor-
tant improvements in iLife ’09 are
in iPhoto, Apple’s program for orga-
nizing, editing and sharing digital
pictures. The top two are face recog-
nition and geo-tagging, the ability
to tag a photo with its location. Nei-
ther of these features is unique to iP-
hoto. For instance, the Web-based
version of Google’s Picasa photo
software has face recognition, and
Flickr, a Yahoo online service, has lo-
cation tagging. But Apple has en-

abled them in iPhoto in its typical
handsome, easy manner.

There are two new views of your
photos in iPhoto ’09. One, called
Faces, organizes all the photos in
which faces have been identified.
You click on a thumbnail bearing a
person's face and get an expanded
display showing all of the photos
identified as including that person.

The second, called Places, shows
a Google map with pins in the places
where the locations of your photos
have been identified. Click on a pin,
and see a display of all the photos
shot at that location.

Face recognition takes several
steps. First, iPhoto analyzes your
photos to pick out the faces, which
are then shown enclosed in a rectan-
gle when you click the new “name”

button. You then are prompted to
type in a name under the rectangle
identifying each face. Once you’ve
identified the same person in multi-
ple photos, iPhoto begins to identify
that face in any additional photos. If
you bring up a picture of a person
you’ve identified, and click “con-
firm name,” iPhoto will show you
other pictures it thinks include the
same person, and ask that you con-
firm its suggestions.

In my tests, on two different
Macs with thousands of photos, face
recognition worked most of the
time. But I was too often disap-
pointed. In a surprisingly large mi-
nority of cases, iPhoto failed to de-
tect the presence of a face, even
when it was large and clear, or to cor-
rectly identify faces it did detect,
even after I had named or confirmed
the same face in dozens or scores of
other pictures.

The program sometimes con-
fused men and women, and in few
cases even claimed animals or inani-
mateobjectswerepeople.Itrarelyde-
tected faces shot from the side, even
if they were sharp and obvious. The
program also was slow to analyze
newly imported photos, or to syn-
chronize name tags already entered
on Facebook, a feature Apple touts.

The Places feature worked much
better, automatically recognizing
the location of pictures taken from
devices with built-in GPS tagging,
like Apple’s own iPhone, and option-
ally showing a map when you click on
a photo. It was also easy to manually
enter a location for an entire “event,”
or group, of photos taken at one time.

I still like and recommend iPhoto
and iLife. But, in my opinion, the
new face-recognition system isn’t
up to Apple’s self-proclaimed high
standards, and isn’t reliable enough
to justify an upgrade all by itself.

Email to mossberg@wsj.com.
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On social networks, ‘friends’ turn out to be the enemy

Cyber scams are intensifying as fraudsters
take advantage of economic anxiety to
target consumers and businesses. Page 30

Apple’s iLife ’09 includes five programs: iPhoto, shown above, iMovie, GarageBand, iWeb and iDVD.

By Joseph De Avila

The message that popped into
Laurie Gale’s Facebook inbox last
month seemed harmless enough—a
friend had seen a video of Ms. Gale
and sent a link so she could view it.
The link led to a video site that
prompted her to update her video
software, which she did.

“Within seconds, everything
started shutting itself down,” says
Ms. Gale, a 37-year-old lamp-works
artist from Versailles, Ky. Ms. Gale’s
new Dell Inspiron laptop had been
infected with malicious software, or
malware, that has spread through
social networking sites like Face-
book and MySpace.

“I cried for an hour,” Ms. Gale
says. It took a trip to the local com-
puter repair shop and several phone
calls with Dell customer-service rep-
resentatives for her to restore the
computer back to its factory set-

tings. “It was three days of torture.”
The popularity of social net-

works and social media sites has
grabbed the attention of cyber
crooks and pranksters searching to
pilfer passwords and steal sensitive
personal information. The hackers
are exploiting users’ sense of safety
within these sites, says Pat Clawson,
chief executive of Lumension Secu-
rity, a computer security company.

Other social-networking sites
have encountered security problems
as well. Earlier this month, phishers,
or people attempting to fraudulently
access other people’s accounts, hit
Twitter with a campaign to steal us-
ers’accountpasswords.Onbusiness-
networking site LinkedIn, criminals
set up fake celebrity profiles that,
when visited, downloaded malware
onto users’ machines.

Malware attacks in social net-
works are just as dangerous as ones
conducted via email, security ex-

perts say. Hackers can mine infected
computers for sensitive data like
log-ins and passwords to financial
sites. Infected computers can also
be used to send out spam emails by
the thousands.

Since the messages appear to
come from friends, users often think
they are safe, says Jose Nazario, a se-
curity researcher at Arbor Net-
works, a network-security company
in Chelmsford, Mass. “I think the No.
1 thing that people have to remem-
ber is that it’s not as gated of a com-
munity as you think it is,” he says.

The malware that has made its
way through social networks differs
from the so-called Conficker worm
that has spread to millions of per-
sonal and business computers in re-
cent weeks, according to security ex-
perts. On social networks, malware
writers depend on tricking users to
have their computers infected. The
Conficker worm spreads though a

vulnerability in Microsoft Windows
and infected USB drives.

The attacks via social networks
can vary. Some messages might say
there is a photo of a user instead of a
video. The link may take the user to a
phishing site or it may be a site with
malware.Some of the spammight ac-
tually be harmless advertising, but
users should never risk clicking on
those links, security experts say.

Sonny Holmes, a new Facebook
user, got a message from his daugh-
ter in December about a photo she
saw of him. He clicked on the link,
and it sent him to a site that asked
for his email account, Social Secu-
rity number and several personal
health questions. “I decided post
haste that I wasn’t going to answer
any of those questions,” says Mr.
Holmes, a 59-year-old pastor from
North Charleston, S.C.

Later his Facebook account
started spamming all of his con-

tacts. His laptop slowed to a crawl.
Mr. Holmes had his church’s infor-
mation technology department look
at the computer, which the tech per-
son was able to repair. Now “I’m
very suspicious of things people
send me,” Mr. Holmes says.

Fewer than 1% of Facebook’s 150
million users have become infected
with malware using the site, says
Max Kelly, Facebook’s director of se-
curity. The site started seeing an up-
tick in malware attacks last summer.

Facebook uses automated sys-
tems to watch for unusual activity
like accounts spamming their con-
tacts, Mr. Kelly says. Once a compro-
mised account is detected, Face-
book will have the account’s pass-
words reset, and spam messages get
deleted as well. Facebook says it
will pursue legal action against crim-
inals targeting its users. Indeed,
just last year the company filed a

Please turn to page 30
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EC fines tanker-hose makers
for fixing prices in a cartel

SAP to cut 3,000 jobs
Software maker’s
profit grows 13%,
revenue growth slows

BSkyB turns in a profit
as it adds subscribers

By Jeanne Whalen

And Anita Greil

Swiss drug giant Novartis AG re-
ported solid profit growth in the
fourth quarter, underscoring the
health-care industry’s resilience
during hard times.

Chief Executive Dan Vasella said
he expects sales to rise about 5% this
year, but warned that the volatility
of markets, economies and curren-
cies could undermine that forecast.

He said he would never rule out
a large acquisition but said it’s
“highly unlikely” Novartis will go
after any big deals, other than com-
pleting its $39 billion acquisition
of Swiss eye-care company Alcon
Inc. Basel-based Novartis decided
that “we want to grow organically
and we want to invest into innova-
tion,” Dr. Vasella said. “This is a
long journey. It’s not a quick fix.”

Crosstown rival Roche Holding
AG took itself off the list of possible
acquisition targets Wednesday, say-
ing that its controlling sharehold-
ers, the Oeri and Hoffman families,
would keep their 50.01% stake to-
gether in a mutual pool. In a state-
ment, the families said the pool
would stay in place indefinitely, re-
flecting their “joint desire to pre-
serve the company’s independent
and autonomous character for the
long term.” Novartis owns a 33.3%

stake in Roche, and Dr. Vasella has
said in the past that the two firms
combined “would be a terrific com-
pany.”

Novartis’s net profit rose 70% in
the fourth quarter, to $1.54 billion
from $904 million a year earlier,
when tough generic competition
and a $444 million charge for a
cost-cutting program weighed on
earnings. Stripping out that year-
earlier charge, profit in the recent
quarter grew 14%.

Sales from continuing opera-
tions rose 1% to $10.08 billion, as a
strong U.S. dollar undermined the
value of Novartis’s sales outside the
U.S. Calculated in local currencies,
sales rose 8%.

The slow sales growth disap-
pointed investors and Novartis’s
shares fell 5.5% to 48.62 Swiss
francs in Zurich. Novartis shares
also were hit by the disclosure of de-
lays in developing an important
meningitis vaccine.

The company has already submit-
ted the vaccine, Menveo, to the U.S.
Food and Drug Administration for
approval in people 11 years and
older. But before it can seek ap-
proval for use in infants, the FDA
has asked for extra tests, Novartis
said. The FDA didn’t make the re-
quest because of any particular
safety problem, Novartis said. Sub-
mission for infants, originally
planned for 2009 or 2010, is now ex-
pected in 2011.

In the fourth quarter, sales of
branded prescription drugs rose by
5% to $6.43 billion. Sales of non-pre-
scription medicines fell by 4% to
$1.4 billion, hurt as frugal consum-
ers turned to cheaper, private-label
products.

Sales in the generic-drug divi-
sion continued to disappoint, falling
8% in the quarter to $1.8 billion on a
lack of new products in the U.S. and
problems at a Novartis factory in
North Carolina. The problems
forced Novartis to recall some drugs
from the U.S. market, including a ge-
neric version of the hypertension
pill Toprol XL, leading to shortages
of the drug in some regions.

Novartis net rises on 1% sales gain

By Leila Abboud

And Archibald Preuschat

Business-software company SAP
AG reported Wednesday a 13% rise
in net profit for the fourth quarter,
but said it would cut jobs to cope
with the economic downturn.

SAP said it would lay off 3,000
people in 2009, or nearly 6% of its
global work force. It is the
first time the company
based in Walldorf, Ger-
many, has resorted to job re-
ductions since it was
founded in 1972. The move
comes after other cost-cut-
ting measures, such as a
travel ban, were enacted
last year.

SAP’s U.S. competitors
Oracle Corp. and Microsoft
Corp. also announced lay-
offs in recent weeks, show-
ing how big technology companies
are being buffeted by the downturn.

Aided by cost-cutting, SAP’s net
profit increased to Œ850 million
($1.12 billion) in the quarter ended
Dec. 31, from Œ752 million a year ear-
lier. Revenue also held up in the
fourth quarter, rising 8% to Œ3.49 bil-
lion, as clients continued to update
systems for back-office tasks such
as inventory management, billing
and human resources.

Still, this revenue growth was a
long way from the double-digit
rates SAP has posted in previous
years. SAP has been telling clients
that its software can help them be
more efficient, and save money in
the long run. But the global eco-
nomic slowdown has made it much
harder to persuade companies to

spend on business software.
“Many companies in the world

are focused on short-term cash pres-
ervation, so they are reluctant to
spend on technology,” co-Chief Exec-
utive Leo Apotheker said in an inter-
view.

In addition, he said, the credit
crunch is making it harder for com-
panies to finance investment in in-
formation-technology projects.
“Our smaller customers are being
hit especially hard by the credit
crunch,” said Mr. Apotheker.

SAP is trying to alleviate such
problems by negotiating longer pay-
ment plans with clients on a case-by-

case basis, and also by help-
ing small companies get
loans, said Mr. Apotheker.

Demand for business
software started deterio-
rating in the third quarter
of last year and also
flagged in the fourth quar-
ter. Growth in information-
technology spending gen-
erally correlates directly
with rises in gross domes-
tic product: When GDP
grows, so does IT spend-

ing, and vice-versa.
Net profit for the full year 2008

fell 1.6% to Œ1.89 billion, from Œ1.92
billion a year earlier. Total revenue
increased 14% to Œ11.6 billion in
2008 from Œ10.2 billion in 2007. SAP
issued a profit warning in October,
and began a program of cost-cut-
ting. Those measures seemed to
have paid off with the higher profit
in the fourth quarter.

“It looks like SAP delivered more
cost savings than expected,” said
UniCredit analyst Knut Woller.

Mr. Woller has a “buy” rating on
the shares with a target price of Œ33.
Investors responded favorably to
SAP’s results, sending the stock up
5.3% to Œ27.60 a share Wednesday
on the Frankfurt Stock Exchange.

Chief Financial Officer Werner

Brandt said SAP doesn’t intend to re-
sume its share-buyback program in
2009, having bought back 14.6 mil-
lion shares for a total of Œ486.8 mil-
lion in the first nine months of 2008.

By cutting 3,000 workers from
its global work force of 51,500, SAP
plans to save Œ300 million to Œ350
million a year starting in 2010. The
company says it will spread these
cuts around its main markets, and
negotiate buyouts or voluntary de-
partures whenever possible.

Such cutbacks show how SAP
must “focus in the short term on
managing our costs so as to pre-
serve the company from harm,” Mr.
Apotheker said. But he said SAP
must also find ways to come out of
this crisis stronger through new
products or business models. “We
have to do both things,” he said.

One key product launch will
come next week when SAP is to in-
troduce its new Business Suite 7,
which bundles all of SAP’s main
products into one offering. Mr.
Apotheker acknowledgesit is a diffi-
cult time to launch such a product,
but said SAP must keep innovating
to attract customers. “Opportuni-
ties are plentiful even in a down-
turn,” he said.

Source: the company

A dose of growth
Novartis’s quarterly net income
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By Erica Herrero-Martinez

LONDON—British Sky Broad-
casting Group PLC Wednesday
swung to a profit in its fiscal second
quarter, thanks to a sales boost from
broadband and pay-television sub-
scriptions.

For the quarter ended Dec. 31,
BSkyB posted a net profit of £93 mil-
lion ($131.7 million), compared with
a year-earlier net loss of £196 mil-
lion. Revenue rose 6.2% to £1.35 bil-
lion from £1.27 billion.

The U.K. television and broad-
band provider said it would create
about 1,000 new jobs in its cus-
tomer-service and installation op-
erations to prepare for further in-
creased demand.

For the six months ended Dec. 31,
BSkyB’s free cash flow more than
doubled to £276 million from £135
million a year earlier, leading the
company to increase its interim divi-
dend by 5% to 7.5 pence a share.

“Good cost control has allowed
us to turn our operational perform-
ance into very strong financial re-
sults,” Chief Executive Jeremy Dar-
roch said.

Cazenove described BSkyB’s re-
sults as “very strong,” while Merrill
Lynch said the company has so far
seen no impact from the recession.

BSkyB shares were up 13% to
close at 490 pence, sharply outper-
forming a 2.4% rise in the FTSE
100 index.

The company said it had added
171,000 net new customers in the lat-
est quarter, compared with 167,000
a year earlier, bringing its total cus-
tomer base to 9.24 million.

Churn, or the percentage of cus-
tomers leaving, was 9.9%—one per-
centage point lower than in the pre-
vious quarter, thanks to the strong
take-up of additional products. Aver-
age revenue per user rose 5% from a
year earlier to £444 as customers
signed up for the company’s high-
definition services, broadband and
telephony.

BSkyB has cut costs by increas-
ing the use of online capabilities to
handle customer traffic, and by re-
ducing network expenses and sup-
ply-chain costs, Mr. Darroch said in
a conference call. The acquisition of
set-top box maker Amstrad in 2007
had also increased manufacturing
efficiency, he added.

The company said it now plans
to accelerate investment in new
high-definition customers and said
it will cut the cost of its Sky+ High
Definition set-top box to £49 from a
current average price of £150.

BSkyB’s talks to buy Tiscali
SpA’s U.K. business, meanwhile,
have stalled over price. Mr. Darroch
said the company wouldn’t provide
any update on their progress.

News Corp., owner of Wall
Street Journal publisher Dow Jones
& Co., holds a stake of around 39% in
BSkyB.

By Peppi Kiviniemi

BRUSSELS—The European Com-
mission fined five producers of
hoses used to load and unload oil
tankers a total of Œ131 million
($172.8 million) for participating in
a cartel.

“For 20 years, this cartel added
to the prices consumers paid for
their oil deliveries,” Competition
Commissioner Neelie Kroes said.

The commission found that the
five companies—Japan’s Bridge-
stone Corp.; U.K.-based Dunlop Oil &
Marine, a unit of Germany’s Conti-
nental Group AG; Sweden’s Trelle-
borg AB; and Italy’s Parker ITR Srl
andManuliRubberIndustriesSpA—
fixed prices and divided up global
markets for marine hoses between
1986 and 2007. Marine hoses are
used to transport oil between tank-
ers and storage facilities.

Japan’s Yokohama Tire Corp.,
which also participated in the cartel,
escaped a fine because it was the
first one to come to the commission
with information on the group.

The commission, the European
Union’s executive arm, estimates the
European market for marine hoses
was worth an average of Œ32 million a
year between 2004and 2006.

Bridgestone said last year it
would withdraw from the marine-
hose market following an internal
probe that found improper pay-
ments.

Trelleborg Group Chief Execu-
tive Peter Nilsson said, “Clearly,
competition violations are com-
pletely unacceptable.” He added,
“We have also taken significant in-
ternal actions to minimize the risk
that this could happen again.”

Dunlop, Parker ITR and Manuli
couldn’t be reached for comment.

By Kathy Shwiff

STMicroelectronics NV swung
to a loss in the fourth quarter, as
sales and margins shrank.

“Fourth-quarter net revenues
came in at the midpoint of our up-
dated outlook and reflected the ac-
celerated level of order push-outs
and cancellations and decrease in
demand as the quarter progressed,”
said Chief Executive Carlo Bozotti.

Europe’s largest chip maker re-
ported a fourth-quarter net loss of
$366 million, or 42 cents a share,
compared with net income of

$20 million, or two cents a share, a
year earlier.

The latest results included a
$204 million loss on equity invest-
ments, $91 million in restructuring
charges, $55 million in write-downs
on securities and $31 million in pur-
chase-accounting adjustments re-
lated to the former NXP Wireless
business that STMicro took control
of in August.

STMicro said net revenue
dropped 17% to $2.28 billion on weak-
ness in most regions and segments.
 —Jethro Mullen

contributed to this article.

STMicro posts loss as sales drop
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.70% 9 World -a % % 164.19 2.73% –40.0% 5.88% 10 U.S. Select Dividend -b % % 523.31 2.45% –36.9%

% Global Dow 1002.40 0.51% –36.5% 1412.27 1.23% –43.0% 4.72% 12 Infrastructure 1221.70 –0.07% –28.0% 1545.16 0.64% –35.4%

4.79% 9 Stoxx 600 194.30 3.19% –39.7% 191.92 3.60% –46.1% 2.82% 5 Luxury 542.60 0.84% –43.2% 610.26 1.56% –49.1%

4.82% 9 Stoxx Large 200 211.60 3.24% –39.2% 207.86 3.65% –45.6% 2.88% 6 BRIC 50 231.90 0.23% –50.8% 293.36 0.95% –55.9%

4.66% 10 Stoxx Mid 200 167.70 2.67% –40.9% 164.72 3.08% –47.2% 4.05% 3 Africa 50 517.40 –0.09% –51.1% 435.61 0.63% –56.1%

4.52% 10 Stoxx Small 200 100.80 3.57% –44.3% 98.94 3.98% –50.2% 8.10% 4 GCC % % 1081.86 –0.15% –61.5%

4.91% 8 Euro Stoxx 213.50 3.96% –40.9% 210.81 4.37% –47.2% 4.53% 9 Sustainability 645.20 1.84% –35.5% 721.29 2.38% –42.2%

4.91% 8 Euro Stoxx Large 200 229.50 4.19% –41.1% 225.27 4.61% –47.4% 2.93% 10 Islamic Market -a % % 1443.31 2.03% –34.0%

4.87% 9 Euro Stoxx Mid 200 193.70 2.44% –39.1% 190.02 2.85% –45.5% 3.23% 9 Islamic Market 100 1474.50 0.19% –21.1% 1670.89 0.72% –29.3%

5.03% 11 Euro Stoxx Small 200 113.70 3.79% –42.5% 111.52 4.20% –48.6% 3.23% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1124.30 3.36% –58.1% 1272.40 3.77% –62.5% 2.91% 12 Wilshire 5000 % % 8671.41 1.73% –36.5%

7.23% 7 Euro Stoxx Select Div 30 1295.00 5.07% –55.1% 1471.21 5.49% –59.8% % DJ-AIG Commodity 115.00 –0.28% –35.4% 110.45 0.12% –42.2%

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

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

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

Australia 1.4958 2.1411 1.3081 0.1880 0.0442 0.2236 0.0167 0.3732 1.9812 0.2659 1.2382 ...

 Canada 1.2080 1.7292 1.0564 0.1518 0.0357 0.1806 0.0135 0.3014 1.6001 0.2148 ... 0.8076

 Denmark 5.6248 8.0516 4.9189 0.7070 0.1663 0.8407 0.0628 1.4034 7.4503 ... 4.6563 3.7605

 Euro 0.7550 1.0807 0.6602 0.0949 0.0223 0.1128 0.0084 0.1884 ... 0.1342 0.6250 0.5047

 Israel 4.0080 5.7373 3.5050 0.5038 0.1185 0.5991 0.0447 ... 5.3088 0.7126 3.3179 2.6795

 Japan 89.6050 128.2651 78.3603 11.2621 2.6487 13.3933 ... 22.3565 118.6863 15.9303 74.1763 59.9054

 Norway 6.6903 9.5768 5.8507 0.8409 0.1978 ... 0.0747 1.6692 8.8616 1.1894 5.5383 4.4728

 Russia 33.8300 48.4260 29.5846 4.2520 ... 5.0566 0.3775 8.4406 44.8095 6.0144 28.0050 22.6170

 Sweden 7.9563 11.3890 6.9578 ... 0.2352 1.1892 0.0888 1.9851 10.5385 1.4145 6.5863 5.3192

 Switzerland 1.1435 1.6369 ... 0.1437 0.0338 0.1709 0.0128 0.2853 1.5146 0.2033 0.9466 0.7645

 U.K. 0.6986 ... 0.6109 0.0878 0.0207 0.1044 0.0078 0.1743 0.9253 0.1242 0.5783 0.4670

 U.S. ... 1.4314 0.8745 0.1257 0.0296 0.1495 0.0112 0.2495 1.3245 0.1778 0.8278 0.6685

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.
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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 384.50 7.00 1.85% 816.00 305.50
Soybeans (cents/bu.) CBOT 982.50 6.50 0.67 1,653.50 779.25
Wheat (cents/bu.) CBOT 595.25 10.50 1.80 1,275.00 471.00
Live cattle (cents/lb.) CME 84.425 0.025 0.03 119.200 82.400
Cocoa ($/ton) ICE-US 2,792 47 1.71 3,228 1,884
Coffee (cents/lb.) ICE-US 122.50 0.60 0.49 181.60 102.15
Sugar (cents/lb.) ICE-US 12.87 –0.04 –0.31% 15.85 9.89
Cotton (cents/lb.) ICE-US 51.07 –0.28 –0.55 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,782.00 –48 –2.62 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,999 11 0.55 2,013 1,005
Robusta coffee ($/ton) LIFFE 2,145 –193 –8.25 2,747 1,580

Copper (cents/lb.) COMEX 149.60 1.15 0.77 398.40 125.50
Gold ($/troy oz.) COMEX 890.00 –11.40 –1.26 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1196.30 –21.20 –1.74 2,122.50 8.50
Aluminum ($/ton) LME 1,366.00 26.00 1.94 3,340.00 1,326.00
Tin ($/ton) LME 11,450.00 –150.00 –1.29 25,450 9,750
Copper ($/ton) LME 3,338.00 –38.00 –1.13 8,811.00 2,815.00
Lead ($/ton) LME 1,155.00 5.00 0.43 3,460.00 870.00
Zinc ($/ton) LME 1,140.50 –14.50 –1.26 2,840.00 1,065.00
Nickel ($/ton) LME 11,750 450 3.98 33,600 9,000

Crude oil ($/bbl.) NYMEX 42.16 0.58 1.39 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4116 0.0465 3.41 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.2056 0.0676 5.94 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.420 –0.025 –0.56 14.169 4.355
Brent crude ($/bbl.) ICE-EU 47.14 1.18 2.57 150.45 41.01
Gas oil ($/ton) ICE-EU 443.75 7.75 1.78 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 28
Per In

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

Argentina peso-a 4.6177 0.2166 3.4863 0.2868

Brazil real 3.0337 0.3296 2.2904 0.4366

Canada dollar 1.6001 0.6250 1.2080 0.8278
1-mo. forward 1.6009 0.6247 1.2086 0.8274

3-mos. forward 1.6007 0.6247 1.2085 0.8275
6-mos. forward 1.5999 0.6250 1.2079 0.8279

Chile peso 810.29 0.001234 611.75 0.001635
Colombia peso 3117.59 0.0003208 2353.70 0.0004249

Ecuador US dollar-f 1.3245 0.7550 1 1
Mexico peso-a 18.6841 0.0535 14.1060 0.0709

Peru sol 4.1902 0.2387 3.1635 0.3161
Uruguay peso-e 30.001 0.0333 22.650 0.0442

U.S. dollar 1.3245 0.7550 1 1
Venezuela bolivar 2.84 0.351592 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9812 0.5047 1.4958 0.6686
China yuan 9.0732 0.1102 6.8500 0.1460

Hong Kong dollar 10.2767 0.0973 7.7586 0.1289
India rupee 64.7109 0.0155 48.8550 0.0205

Indonesia rupiah 14981 0.0000668 11310 0.0000884
Japan yen 118.69 0.008426 89.61 0.011160

1-mo. forward 118.64 0.008429 89.57 0.011165
3-mos. forward 118.48 0.008440 89.45 0.011180

6-mos. forward 118.24 0.008457 89.27 0.011202
Malaysia ringgit-c 4.7505 0.2105 3.5865 0.2788

New Zealand dollar 2.4774 0.4036 1.8704 0.5347
Pakistan rupee 104.441 0.0096 78.850 0.0127

Philippines peso 61.605 0.0162 46.510 0.0215
Singapore dollar 1.9845 0.5039 1.4983 0.6674

South Korea won 1818.61 0.0005499 1373.00 0.0007283
Taiwan dollar 44.637 0.02240 33.700 0.02967
Thailand baht 46.214 0.02164 34.890 0.02866

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

Euro zone euro 1 1 0.7550 1.3246

1-mo. forward 1.0005 0.9995 0.7554 1.3239

3-mos. forward 1.0013 0.9987 0.7560 1.3228

6-mos. forward 1.0025 0.9975 0.7569 1.3212

Czech Rep. koruna-b 27.453 0.0364 20.726 0.0482

Denmark krone 7.4503 0.1342 5.6248 0.1778

Hungary forint 286.08 0.003496 215.98 0.004630

Norway krone 8.8616 0.1128 6.6903 0.1495

Poland zloty 4.3624 0.2292 3.2935 0.3036

Russia ruble-d 44.810 0.02232 33.830 0.02956

Sweden krona 10.5385 0.0949 7.9563 0.1257

Switzerland franc 1.5146 0.6602 1.1435 0.8745

1-mo. forward 1.5141 0.6605 1.1431 0.8748

3-mos. forward 1.5127 0.6611 1.1421 0.8756

6-mos. forward 1.5100 0.6622 1.1400 0.8772

Turkey lira 2.1440 0.4664 1.6187 0.6178

U.K. pound 0.9253 1.0807 0.6986 1.4314

1-mo. forward 0.9258 1.0801 0.6990 1.4306

3-mos. forward 0.9263 1.0796 0.6993 1.4299

6-mos. forward 0.9265 1.0793 0.6995 1.4296

MIDDLE EAST/AFRICA

Bahrain dinar 0.4993 2.0027 0.3770 2.6527

Egypt pound-a 7.3738 0.1356 5.5670 0.1796

Israel shekel 5.3088 0.1884 4.0080 0.2495

Jordan dinar 0.9372 1.0670 0.7076 1.4133

Kuwait dinar 0.3848 2.5989 0.2905 3.4423

Lebanon pound 1988.81 0.0005028 1501.50 0.0006660

Saudi Arabia riyal 4.9698 0.2012 3.7521 0.2665

South Africa rand 13.1150 0.0762 9.9015 0.1010

United Arab dirham 4.8655 0.2055 3.6734 0.2722

SDR -f 0.8765 1.1409 0.6617 1.5112

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 600 194.32 6.01 3.19% –1.3% –39.7%

 9 DJ Stoxx 50 2020.50 56.67 2.89 –2.2% –37.6%

 8 Euro Zone DJ Euro Stoxx 213.45 8.12 3.95 –4.2% –40.9%

 8 DJ Euro Stoxx 50 2322.78 98.16 4.41 –5.2% –38.7%

 5 Austria ATX 1713.51 73.14 4.46 –2.1% –55.3%

 7 Belgium Bel-20 1925.48 55.09 2.95 0.9% –48.9%

 6 Czech Republic PX 786.4 17.2 2.24 –8.4% –48.3%

 9 Denmark OMX Copenhagen 237.43 5.00 2.15 5.0% –39.6%

 8 Finland OMX Helsinki 5217.03 152.82 3.02 –3.5% –50.0%

 7 France CAC-40 3076.01 121.48 4.11 –4.4% –36.9%

 9 Germany DAX 4518.72 195.30 4.52 –6.1% –34.3%

 … Hungary BUX 11925.42 267.06 2.29 –2.6% –49.8%

 2 Ireland ISEQ 2444.78 110.82 4.75 4.3% –63.8%

 6 Italy S&P/MIB 18341 602 3.39 –5.8% –46.5%

 4 Netherlands AEX 257.16 8.57 3.45 4.6% –42.0%

 6 Norway All-Shares 282.67 4.80 1.73 4.6% –40.2%

 17 Poland WIG 25039.63 227.68 0.92 –8.0% –48.3%

 10 Portugal PSI 20 6401.76 101.94 1.62 1.0% –43.0%

 … Russia RTSI 546.39 –0.65 –0.1% –13.5% –72.4%

 7 Spain IBEX 35 8701.5 352.0 4.22% –5.4% –34.2%

 15 Sweden OMX Stockholm 198.58 4.67 2.41 –2.8% –36.0%

 11 Switzerland SMI 5417.93 69.02 1.29 –2.1% –29.4%

 … Turkey ISE National 100 26705.62 907.36 3.52 –0.6% –39.7%

 8 U.K. FTSE 100 4295.20 100.79 2.40 –3.1% –26.4%

 9 ASIA-PACIFIC DJ Asia-Pacific 87.69 0.26 0.30 –6.3% –38.6%

 … Australia SPX/ASX 200 3495.5 51.5 1.50 –6.1% –37.8%

 … China CBN 600 16643.43 Closed 12.7% –55.3%

 8 Hong Kong Hang Seng 12578.60 Closed –12.6% –46.8%

 10 India Sensex 9257.47 253.39 2.81 –4.0% –47.9%

 … Japan Nikkei Stock Average 8106.29 45.22 0.56 –8.5% –39.3%

 … Singapore Straits Times 1766.08 80.85 4.80 0.3% –41.1%

 11 South Korea Kospi 1157.98 64.58 5.91 3.0% –27.1%

 10 AMERICAS DJ Americas 220.50 7.03 3.29 –2.5% –36.7%

 … Brazil Bovespa 40190.03 1491.11 3.85 7.0% –32.9%

 11 Mexico IPC 19904.40 288.25 1.47 –11.1% –30.1%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of January 27, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

3.90% 10 ALL COUNTRY (AC) WORLD* 211.12 1.41%–47.6% –47.6%

3.80% 11 World (Developed Markets) 854.46 1.49%–46.2% –46.2%

3.40% 11 World ex-EMU 101.01 1.70%–44.2% –44.2%

3.70% 11 World ex-UK 857.54 1.51%–45.3% –45.3%

4.80% 9 EAFE 1,130.35 2.01%–49.8% –49.8%

4.10% 8 Emerging Markets (EM) 518.93 0.59%–58.3% –58.3%

5.40% 8 EUROPE 65.91 0.14%–48.3% –48.3%

6.20% 7 EMU 124.22 0.30%–55.6% –55.6%

5.60% 9 Europe ex-UK 72.53 –0.25%–48.0% –48.0%

7.40% 6 Europe Value 70.93 –0.05%–53.2% –53.2%

3.60% 11 Europe Growth 59.34 0.32%–43.2% –43.2%

5.40% 7 Europe Small Cap 99.31 0.68%–53.9% –53.9%

4.50% 4 EM Europe 146.83 –1.17%–69.5% –69.5%

5.10% 6 UK 1,242.13 –0.35%–35.3% –35.3%

5.60% 8 Nordic Countries 96.14 –0.52%–53.4% –53.4%

3.50% 3 Russia 380.64 0.10%–74.7% –74.7%

4.50% 10 South Africa 559.42 3.07%–21.5% –21.5%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 221.52 1.31%–58.2% –58.2%

2.80% 12 Japan 496.45 5.12%–47.2% –47.2%

3.10% 10 China 35.39 0.00%–58.5% –58.5%

1.80% 10 India 344.89 3.85%–59.7% –59.7%

2.70% 9 Korea 297.96 0.00%–42.4% –42.4%

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

2.80% 15 US BROAD MARKET 921.09 1.10%–42.3% –42.3%

2.20% 53 US Small Cap 1,148.78 1.16%–42.1% –42.1%

4.00% 9 EM LATIN AMERICA 2,061.83 –0.17%–53.1% –53.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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A union strike and other manufacturing delays, including on the 787 Dreamliner
pictured, sent revenue sharply lower and contributed to a fourth-quarter loss.

By J. Lynn Lunsford

And Ann Keeton

Boeing Co., still recovering from
a two-month strike that shut down
airplane production last year and
bracing for additional turbulence
this year, posted a fourth-quarter
net loss of $56 million and said it
plans to cut about 10,000 jobs.

The Chicago aerospace company
lowered its earnings outlook for
2009, but said Wednesday it still be-
lieves it can maintain strong jetliner
production rates through the year.
Officials declined to make a forecast
for 2010, saying it was too early to
gauge how the uncertain economy
might affect its commercial-air-
planes and defense businesses.

About 4,500 of the layoffs
planned for this year will come from
the commercial-airplanes unit and
were announced earlier this month,
said Chairman and Chief Executive
Jim McNerney. The remainder will
be spread across the rest of the com-
pany's business units. Mr. McNer-
ney first warned workers of the job-
reduction plans in a memo to em-
ployees in November.

Despite the belt-tightening, Mr.
McNerney stood behind the compa-
ny's plans to keep aircraft produc-
tion steady in 2009, maintaining its
planned delivery level to customers
even as many airlines rein in their
businesses.

Because it takes a year or more
to build most airplanes, aerospace

companies such as Boeing tend to
lag behind the rest of the economy,
particularly when it swings wildly.
During the past three years, Boeing
and European rival Airbus added or-
ders for about 7,000 airplanes to
their backlogs, meaning some cus-
tomers must wait years for delivery.

Mr. McNerney said during a con-
ference call with analysts that his-
tory has shown that Boeing has lit-
tle trouble filling holes on the pro-
duction line with orders from cus-
tomers who are eager to get planes
earlier. Boeing typically double-
books many of its delivery slots. On
some models, such as the single-
aisle 737, overbooking and options
exceed actual production rates by as
much as 15%, Mr. McNerney said.

Boeing said Wednesday it ex-
pects 2009 earnings in a range of
$5.05 to $5.35 a share on revenue of
$68 billion to $69 billion. Six
months ago, Boeing forecast earn-
ings this year of $6.80 to $7 a share

on revenue of $72 billion to $73 bil-
lion. Boeing said it will be hurt this
year by higher expenses for manu-
facturing as well as for pensions and
other employee compensation.

Mr. McNerney said the compa-
ny's financing unit was prepared to
step up with at least $1 billion of fi-
nancing as needed. Over the long-
term, he said, some 80% of the back-
log is eligible for financing from the
U.S. Export-Import Bank.

For the fourth quarter, Boeing
posted a net loss of $56 million, or
eight cents a share, compared with
year-earlier net income of $1.03 bil-
lion, or $1.36 a share. The latest
quarter included 70 cents a share in
charges that were mostly related to
the strike. Revenue decreased 27%
to $12.68 billion.

Boeing continues to cope with de-
lays on the new 787 Dreamliner. De-
liveries are scheduled to begin early
in 2010, two years behind the origi-
nal schedule.

Boeing cuts outlook, jobs
Plane maker reports
a loss due to strike;
orders remain strong

Iberia, BA persist in merger talks

France’s Total offers to buy UTS Energy

CORPORATE NEWS
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GLOBAL BUSINESS BRIEFS

By Jason Sinclair

MADRID—Iberia Líneas Aéreas
de España SA and British Airways
PLC are continuing merger talks, de-
spite market conditions that have
raised doubts about the proposed
deal’s prospects, Iberia Chairman
Fernando Conte said Wednesday.

The British and Spanish carriers
announced a £3.16 billion ($4.48 bil-
lion) all-share merger in July, with
tie-up terms still to be set.

However, BA’s £1.74 billion pen-
sion-fund deficit and its recent
share-price drop have emerged as
challenges for completion of the
deal. Iberia, meanwhile, has no debt
and Œ2.25 billion ($2.97 billion) in
cash—a position that could allow it

to leverage a larger stake in the
merged entity. “The relative valua-
tion will certainly include the pen-
sion-plan situation of British Air-
ways,” Mr. Conte said at an analyst
conference unveiling the airline’s
new three-year plan.

The chairman added that the
two companies “have identified and
quantified the synergies” and are
currently discussing the terms of an
agreement regarding corporate gov-
ernance and relative valuations.

Earlier Wednesday, Iberia
warned that it expects 2008 net
profit to drop 90% to Œ32 million, as
higher fuel costs, weak economic
conditions in key markets and a
tougher competitive environment
in Spain are hurting margins. The

carrier said it will make further cuts
to capacity and costs.

Spain’s largest airline by market
value and passengers is bracing for
a challenging year. Iberia believes
the Spanish economy could suffer
more than other European coun-
tries because of a steep recession,
said Commercial Director Manuel
López. According to European
Union projections, the country’s
gross domestic product could drop
2% this year.

So far, all airlines operating in
Spain have reduced domestic capac-
ity, falling by a combined 16% this
winter, Mr. Lopez said. Iberia said it
will lower capacity 1.7% in 2009.
 —Santiago Perez

contributed to this article.

By Hyun Young Lee

Total SA Tuesday made an offer
to acquire UTS Energy Corp. for 617
million Canadian dollars (US$503.2
million),inamovetoexpanditspres-
ence in Alberta’s oil-sands industry
while asset prices are low.

The French oil major is bidding
C$1.30 a share, or about 57% above
UTS’s closing price of 83 Canadian
cents in Toronto Tuesday. The stock
was up 95% to C$1.62 in afternoon
trading Wednesday.

Calgary-based UTS holds a 20%
stake in the delayed Fort Hills oil-
sands project in northern Alberta, a

victim of plunging oil prices and
tightened credit markets.

Alberta’s high-cost oil sands—
the biggest crude reserve outside
Saudi Arabia—have felt the brunt of
oil’s free fall from July’s record highs
near $150 a barrel. Crude prices have
slumped more than 70% since then,
causing billions of dollars in can-
celed and delayed projects.

Total said the UTS acquisition
willstrengthenitsportfolioinnorth-
ern Alberta’s oil-sands region,
where it already holds a majority
stakes in the proposed Joslyn and
Northern Lights projects

In a press release on its Web site

Wednesday, UTS said it is reviewing
Total’s unsolicited takeover bid, and
it advised shareholders “to take no
action at this time” pending the
board’s review.

In November, Petro-Canada,
which holds a 60% stake, put part of
the Fort Hills development on hold
anddelayedtherestbyatleastayear.
Mining company Teck Cominco Ltd.
owns the remaining 20% stake.

Total’s offer will be open for at
least 60 days and will need the sup-
port of a minimum of two-thirds of
UTS shareholders.
 —Adam Mitchell

contributed to this article.

Wal-Mart Stores Inc.

Budget-supermarket chain Asda
Group Ltd. said Wednesday it will
create more than 7,000 jobs this
year, increasing its work force by
about 4.2%, as part of its store-ex-
pansion plan. The company is the
latest U.K. supermarket company to
announce a recruitment drive as
nonfood retailers are placed in ad-
ministration and lay off staff. Asda,
a wholly owned subsidiary of
U.S.-based Wal-Mart Stores Inc., op-
erates 365 stores across the U.K.
Asda said the staffing increase will
include the creation of 3,700 jobs
with the opening of nine food stores
and five Living outlets, as well as ex-
tensions to 15 existing stores. Sepa-
rately, home-shopping company
Shop Direct Group said it will cut
1,150 jobs, or 11% of its work force.

AT&T Inc.

AT&T Inc. acknowledged that its
traditional phone lines and advertis-
ing from directories were particu-
larly vulnerable in a weakening
economy, resulting in 2009 fore-
casts that disappointed Wall Street.
The Dallas telecommunications gi-
ant said its 2009 revenue will in-
crease in the low single-digit range.
It also expects stable earnings, sug-
gesting they will be similar to 2008
levels of $2.16 a share. Apple Inc.’s
iPhone 3G helped AT&T sign up new
wireless customers, though subsi-
dies AT&T paid to Apple to keep the
iPhone 3G priced at $200 weighed
on earnings. Overall, fourth-quarter
net income fell 24% to $2.4 billion,
or 41 cents a share, from $3.14 bil-
lion, or 51 cents, a year earlier. Reve-
nue increased 2.4% to $31.08 billion.

—Compiled from staff
and wire service reports.

Iliad SA

French broadband provider Iliad
SA expects it would need about 18
months to get a mobile network
ready to offer services to customers
in France, Chief Executive Maxime
Lombardini said Wednesday. Iliad
has said it will be a candidate for the
mobile frequencies that the French
government has said it wants to allo-
cate before the summer. One block
of frequencies will be reserved for a
new entrant. “Today, we estimate
the necessary time between the mo-
ment when you obtain the frequen-
cies and the moment when you can
open your service commercially to
be around 18 months,” Mr. Lombar-
dini said in an interview broadcast
on the Web site of French daily Le Fi-
garo. Iliad will reconsider the situa-
tion if other candidates bid for the
frequencies, Mr. Lombardini said.

Deutsche Lufthansa AG

German airline Deutsche
Lufthansa AG said Wednesday that
a warning strike by cabin crew at
Frankfurt and Berlin airports
grounded 80 flights. About 1,000
employees participated in the six-
hour warning strike, which fol-
lowed similar action last week as
the UFO union presses demands for
a 15% wage increase. A total of 240
flights had been scheduled for the
period of the strike, said a spokes-
woman for the airline, which so far
has offered a 6.1% increase and a 3%
bonus payment. Travelers in Ger-
many geared up for more disrup-
tions, as labor unions Transnet and
GDBA called a one-day strike for
Thursday over pay and working
hours at Deutsche Bahn AG, Germa-
ny’s dominant rail company. Union
leaders said action would be limited
to selected areas.

Norsk Hydro ASA

Hefty write-off will be
booked in fourth quarter

Norsk Hydro ASA warned
Wednesday that its fourth-quarter
profit will be hit by a 3.5 billion kro-
ner ($518 million) write-off of as-
sets and inventories as demand for
its products deteriorated amid the
economic crisis. The Norwegian alu-
minum and power-generation com-
pany said it will continue to cut
costs, staff, production and invest-
ments. “We’re continuously evaluat-
ing the demanding market situation
and adjusting our operations accord-
ingly,” said Eivind Reiten, the com-
pany’s chief executive. “The mea-
sures that we are implementing will
reinforce our competitive position
in the global aluminum industry and
enable us to emerge as a stronger
company after the financial crisis.”

New York Times Co.

New York Times Co.’s fourth-
quarter net income plummeted 48%
as weak online advertising sales
added to its print-advertising woes.
The publisher of the New York
Times and the Boston Globe also
said it is exploring a sale of its 18%
stake in New England Sports Ven-
tures LLC, owner of baseball’s Bos-
ton Red Sox and Fenway Park. New
York Times also warned that crum-
bling equity markets have “ad-
versely” affected the status of its
pension plans, leaving it under-
funded by an estimated $625 mil-
lion. New York Times got a $250 mil-
lion cash infusion earlier this month
from Mexican billionaire Carlos
Slim. Net income was $27.7 million,
or 19 cents a share, down from $53
million, or 37 cents a share, a year
earlier. Revenue fell 11% to $772.1
million, as ad revenue dropped 18%.

Schneider Electric SA

French electrical-equipment
maker Schneider Electric SA
Wednesday said it plans to imple-
ment additional cost savings of as
much as Œ400 million, or $528 mil-
lion, a year by 2011 to help protect
margins and dividends amid the cur-
rent economic downturn. The re-
structuring “would entail job cuts,”
said Chief Executive Jean-Pascal Tri-
coire. The company said the global
economic downturn has reduced its
ability to provide reliable growth
forecasts. But it still plans to deliver
a minimum 12% margin of earnings
before interest, taxes and amortiza-
tion before restructuring costs.
Schneider Electric said it will pay
50% of 2008 net profit to sharehold-
ers, in cash or in shares. Separately,
U.K.-based engineering company
GKN PLC announced 1,400 layoffs
and plans for more cuts in 2009.

Tata Steel Ltd.

Tata Steel Ltd., the world’s
sixth-biggest steel producer by ca-
pacity, posted its first decline in un-
consolidated quarterly net profit
in nearly three years. Lower sales
and higher raw-material costs
caused net profit in the three
months ended Dec. 31 to plunge
56% to 4.66 billion rupees ($95.54
million) from 10.69 billion rupees a
year earlier, the Mumbai-based
company said. Net profit was hit
also by a foreign-exchange loss of
1.27 billion rupees, compared with
a gain of 479.2 million rupees.
Sales fell 4.8% to 47.36 billion ru-
pees. The company last reported a
decline in quarterly net profit dur-
ing January-March 2006. Tata
Steel said the financial results
didn’t include that of its European
unit, Corus.

6 THURSDAY, JANUARY 29, 2009 T H E WA L L ST R E ET JOU R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 52.70 $25.91 –0.02 –0.08%
Alcoa AA 25.30 8.75 0.14 1.63%
AmExpress AXP 19.10 17.85 1.17 7.01%
BankAm BAC 333.80 7.39 0.89 13.69%
Boeing BA 7.60 43.24 0.02 0.05%
Caterpillar CAT 13.00 33.00 0.68 2.10%
Chevron CVX 12.70 73.79 1.70 2.36%
Citigroup C 350.50 4.21 0.66 18.59%
CocaCola KO 8.60 43.86 0.53 1.22%
Disney DIS 12.20 22.28 1.03 4.85%
DuPont DD 9.90 24.71 1.44 6.19%
ExxonMobil XOM 40.90 79.25 0.33 0.42%
GenElec GE 107.40 13.50 0.44 3.37%
GenMotor GM 13.70 3.42 0.07 2.09%
HewlettPk HPQ 16.60 37.41 1.52 4.24%
HomeDpt HD 19.70 23.00 0.88 3.98%
Intel INTC 55.70 14.01 0.20 1.45%
IBM IBM 11.60 94.82 3.16 3.45%
JPMorgChas JPM 84.10 27.66 2.60 10.38%
JohnsJohns JNJ 16.30 58.56 1.02 1.77%
KftFoods KFT 10.00 29.57 0.42 1.44%
McDonalds MCD 10.60 59.20 0.68 1.16%
Merck MRK 11.10 28.78 0.41 1.45%
Microsoft MSFT 63.60 18.04 0.38 2.15%
Pfizer PFE 105.70 15.44 –0.38 –2.40%
ProctGamb PG 13.70 58.18 1.48 2.61%
3M MMM 5.80 55.42 1.43 2.65%
UnitedTech UTX 4.90 50.66 1.42 2.88%
Verizon VZ 22.60 30.92 0.96 3.20%
WalMart WMT 22.40 48.73 –0.06 –0.12%

Dow Jones Industrial Average P/E: 20
LAST: 8375.45 s 200.72, or 2.46%

YEAR TO DATE: t 400.94, or 4.6%

OVER 52 WEEKS t 4,067.38, or 32.7%

 Note: Price-to-earnings ratios are for trailing 12 months

10200

9600

9000

8400

7800

7200
31 7 14 21 28

Nov.
5 12 19 26 2

Dec.
9 16 23

Jan.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

Behind Europe’s deals: Bank revenue rankings, Eurozone
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 $907 8.0% 10% 24% 59% 7%

JPMorgan 687 6.1% 20% 17% 55% 8%

Merrill Lynch 661 5.8% 29% 19% 51% 1%

Morgan Stanley 569 5.0% 25% 17% 56% 2%

Goldman Sachs 494 4.4% 12% 12% 73% 3%

Credit Suisse 486 4.3% 35% 30% 32% 3%

BNP Paribas 452 4.0% 6% 35% 26% 33%

RBS 447 4.0% 4% 36% 18% 42%

UBS 410 3.6% 6% 26% 64% 4%

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

Rhodia "1,853" –91 500 621 Rep Iceland 968 6 18 –58

Glencore Intl  "1,325" –72 15 –927 Carlton Comms  680 7 62 215

Rallye "1,187" –56 4 –109 Ld Secs 733 8 15 –19

Repsol YPF SA 353 –43 –48 –113 Lafarge 874 8 132 ...

Corus Group  "1,366" –34 89 230 Thomson 1741 11 25 –332

Reed Elsevier  200 –31 –31 –113 Telenor ASA 162 13 13 –8

Gas Nat SDG SA 317 –30 –15 21 CIR SpA CIE Industriali Riunite 592 14 36 –1

Clariant AG 517 –27 –13 –21 ITV  792 17 81 195

Kingfisher  425 –26 –42 –111 EMI Group  953 17 75 72

Renault 374 –26 29 –16 Brit Awys  807 34 89 59

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $12.0 0.21 35.67% –93.4% –95.7%

Deutsche Bk Germany Banks 16.7 22.15 21.97 –71.1 –75.3

BNP Paribas France Banks 36.3 30.15 20.77 –54.9 –59.7

Barclays U.K. Banks 12.8 1.07 18.89 –77.0 –82.1

Banco Santander Spain Banks 68.9 6.52 13.39 –41.8 –41.0

Novartis Switzerland Pharmaceuticals $112.2 48.62 –5.50% –11.0 –32.0

Sanofi-Aventis France Pharmaceuticals 76.3 43.90 –3.09 –18.7 –42.5

Rio Tinto U.K. General Mining 23.2 16.15 –1.46 –66.5 –44.6

Nestle Switzerland Food Products 134.5 40.24 –0.94 –15.7 7.3

BP U.K. Integrated Oil & Gas 149.1 5.04 –0.88 –3.9 –25.4

...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

Soc. Generale 26.4 34.39 12.92% –55.1% –66.6%
France (Banks)
Credit Suisse Grp 33.7 32.60 11.95 –46.9 –57.0
Switzerland (Banks)
UniCredit 24.8 1.41 11.57 –72.2 –76.6
Italy (Banks)
AXA 37.3 13.52 10.42 –42.1 –51.0
France (Full Line Insurance)
UBS 40.8 15.92 10.17 –61.1 –74.1
Switzerland (Banks)
HSBC Hldgs 100.3 5.83 9.74 –22.8 –37.9
U.K. (Banks)
Allianz SE 41.9 70.00 9.53 –42.4 –46.6
Germany (Full Line Insurance)
ING Groep 18.8 6.82 9.15 –69.5 –77.1
Netherlands (Life Insurance)
ArcelorMittal 38.7 20.19 9.14 –53.7 ...
Luxembourg (Iron & Steel)
ABB 31.1 15.34 8.03 –41.6 10.3
Switzerland (Industrial Machinery)
Banco Bilbao Vizcaya 37.4 7.54 7.87 –47.4 –55.1
Spain (Banks)
Koninklijke Philips 20.4 15.26 7.46 –42.0 –45.5
Netherlands (Consumer Electronics)
Intesa Sanpaolo 39.4 2.52 7.02 –47.0 –47.4
Italy (Banks)
Daimler 30.0 23.48 6.58 –54.9 –51.2
Germany (Automobiles)
Assicurazioni Genli 32.3 17.30 6.40 –39.2 –33.4
Italy (Full Line Insurance)
Anglo Amer 27.3 14.20 5.50 –46.7 –36.4
U.K. (General Mining)
SAP 44.7 27.60 5.28 –12.9 –35.7
Germany (Software)
BHP Billiton 42.2 13.22 4.59 –8.6 25.9
U.K. (General Mining)
Siemens 56.0 46.35 3.53 –46.3 –38.5
Germany (Diversified Industrials)
BASF 27.8 22.86 3.16 –46.6 –30.3
Germany (Commodity Chemicals)

Nokia 49.8 9.90 3.02% –58.0% –35.2%
Finland (Telecom Equipment)
Bayer 43.5 42.99 2.70 –18.8 23.8
Germany (Specialty Chemicals)
Total 124.8 39.79 2.42 –18.2 –29.3
France (Integrated Oil & Gas)
Telefonica 90.7 14.58 1.82 –24.4 16.1
Spain (Fixed Line Telecom)
Diageo 37.2 9.41 1.78 –4.8 11.2
U.K. (Distillers & Vintners)
L.M. Ericsson Tel B 25.1 66.90 1.67 –6.5 –51.7
Sweden (Telecom Equipment)
GDF Suez 92.4 31.89 1.66 –10.5 20.9
France (Multiutilities)
Iberdrola 41.2 6.24 1.46 –34.7 5.1
Spain (Conventional Electricity)
France Telecom 64.8 18.73 1.24 –19.4 0.5
France (Fixed Line Telecom)
Astrazeneca 59.5 28.60 0.99 34.9 4.6
U.K. (Pharmaceuticals)
British Amer Tob 55.1 19.02 0.79 7.5 49.2
U.K. (Tobacco)
Tesco 40.7 3.62 0.70 –11.9 14.9
U.K. (Food Retailers & Wholesalers)
Deutsche Telekom 58.2 10.09 0.55 –25.6 –22.5
Germany (Mobile Telecom)
Royal Dutch Shell 89.9 19.16 0.37 –20.4 –31.9
U.K. (Integrated Oil & Gas)
E.ON 68.9 26.04 0.19 –38.1 –13.4
Germany (Multiutilities)
Vodafone Grp 113.1 1.36 0.15 –23.3 16.1
U.K. (Mobile Telecom)
ENI 90.1 17.01 –0.06 –20.9 –31.6
Italy (Integrated Oil & Gas)
Unilever 40.1 17.71 –0.53 –18.3 –9.9
Netherlands (Food Products)
Roche Hldg Pt. Ct. 101.6 165.60 –0.54 –14.4 –15.0
Switzerland (Pharmaceuticals)
GlaxoSmithKline 102.7 12.56 –0.75 6.9 –13.1
U.K. (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.07% 1.38% 4.4% 1.6% -3.8%
Event Driven -0.06% 1.53% -9.5% 1.6% -24.9%
Distressed Securities 0.22% -3.02% -17.6% -3.2% -37.0%

*Estimates as of 01/27/09, 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 1.58 98.33% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.80 93.53 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.44 84.63 0.06 11.20 5.74 8.86

Asia ex-Japan IG: 10/1 3.46 93.93 0.02 6.63 1.99 3.58

Japan: 10/1 3.23 92.57 0.02 3.75 1.58 2.68

 Note: Data as of January 27

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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We asked Davos participants for
projections on the world economy:
How deep will the recession get, how
long will it last and where will
growth eventually come from?

Ken Rosen chairs the Fisher
Center for Real Estate and Urban
Economics at the University of Cal-
ifornia, Berkeley. He speaks on a
Davos panel called “Can the World
Live with the Frugal American?”

How deep? “I wouldn’t expect a
quick recovery. It’ll be a long, deep
recession. Government policy can
maybe help the bottoming of the
process. But to get an actual recov-
ery, the balance sheets of compa-
nies and individuals need to adjust
to a lower-leverage, lower-borrow-
ing world.”

How long? “In 2009, hopefully
we can stop the slide. The fiscal stim-
ulus will hopefully stabilize the situ-
ation. But to get into recovery we
should do something different. In
the U.S., we need to get the housing
market on a positive course again.
The drop in energy and oil prices
has, in the U.S., also led to a sharp
drop in gas prices. These steps can
set the stage for recovery in 2010.”

What gets us out? “It has to be a
consumer-led recovery. The con-
sumer is two-thirds of the economy.
The government can’t take the place
of the consumer for very long. The
consumer has to spend at least
something extra. Otherwise, we
don’t get growth.”

— Joellen Perry

Frances Beinecke, president of
Natural Resources Defense Coun-
cil, a major U.S. environmental or-
ganization, figures the recession
will last until October 2010.

In her personal life, she says she
isn’t doing any major home renova-
tions.

And forget about buying a new
car. “As you watch your investments
go down, you don’t know how far
they’ll go down,” she says.

Professionally, the economy is a
challenge, too. She is in Davos sell-

ing a cap-and-trade system to limit
greenhouse-gas emissions.

That will raise costs during a re-
cession, making it an even tougher
sale. The recession means emis-
sions are dropping anyway, but she
figures that will be temporary. “The
economy will get going again,” she
said.

—Bob Davis

Kenneth Rogoff, Harvard Uni-
versity economics professor and
former chief economist of the In-
ternational Monetary Fund, says
we’re in for a nasty year.

“There’s going to be a deep reces-
sion. And there’s a risk of falling off
a cliff. The fiscal stimulus is an insur-
ance policy, which may not work.
The real question is what govern-
ments are going to do about the

mess in the financial system. What’s
been pledged so far is insufficient. ”

How long will the recession last?
“I think it’s more likely than not that
in 2010 we’ll see a recovery. Lots of
the problems weighing from the
downturn will be playing them-
selves out for years.”

What will get us out after we hit
bottom? “One can imagine that U.S.
growth will be lower for an ex-
tended period. The financial sector,
which was one of the most dynamic
sectors of the U.S. economy, is never
going to be the same. We’ll have
higher taxes to pay for a greater re-
distribution of income and greater
social insurance and health care.
But recessions end. We may not
reach trend growth again for three
years—but we’ll be growing.”

—Joellen Perry

Victor Halberstadt, professor
of economics at Leiden University
in the Netherlands says the down-
turn will be deep.

“Some major industrialized
countries are risking a period of
debt disaster,” he says. “The only
real way out is probably through
huge write-downs and monetary
easing, which eventually implies in-
flation, to reduce the real burden of
debt. It is really quite frightening.
There are very few options for poli-
cymakers.”

And long: “It’s probably not 2010
when the real economy bounces back.
I have not met anyone who under-
stands how to get back to a growth
path as quick as 2010.”

Mr. Halberstadt, one of Europe’s
best-known economists, says the
U.S. remains capable of returning
to growth relatively quickly, due to
the flexibility of its economic sys-
tem. China, he says, remains “a
spectacular pool of economic
growth.” As for his own continent,
he is concerned about the European
Union’s perennial difficulties in
working as a bloc.

“Europe can do it, but must first
agree that while nation-states can
bail out on their own, they will only
grow if they cooperate politically
very closely. And that erodes politi-
cal sovereignty of proud nations,
which is hard to digest.”
 —Neil McIntosh
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IMF cuts global growth outlook

By Joellen Perry

And Bob Davis

DAVOS, Switzerland—With the
global economy struggling with the
steepest recession since World War
II, business and political leaders
gathered here warned that a rising
wave of protectionism could make
things even worse.

The World Economic Forum has
long attracted advocates of global-

ization. But
this year’s ses-
sion has been
marked by a sur-

prising re-evaluation of many of
the verities that conference-goers
had long believed—such as the effi-
cacy of relying on markets to help
police global companies. Many fore-
see—and even seem to welcome—a
stronger hand for government regu-
lation. But they worry about the
prospect of rising economic nation-
alism in the year ahead.

“We know one of the dangers of
an economic slowdown can be pro-
tectionism,” said Pascal Lamy, head
of the World Trade Organization, in
an interview here. He noted that
some countries in recent months
have raised tariffs and increased
subsidies, though not yet enough to
breach WTO rules.

“The only way to make sure that
this crisis doesn’t get worse, and
longer, is to act together…and keep
trade open,” he added. He also indi-
cated the WTO may ask global bank-
ing regulators to loosen some rules
for trade financing to combat a
credit crunch that has suffocated
global trade.

The International Monetary
Fund said Wednesday that global
growth would eke out a gain of just
0.5% this year, well below the 2.5%
figure the IMF typically uses to de-
fine a recession. That’s the slowest
pace of growth since World War II.

On the trade front, the IMF esti-
mated the volume of global trade

will contract by 2.8% this year, com-
pared with an expansion of 4.1% in
2008. The IMF’s trade forecast was
similar to a World Bank estimate in
December, which said that global
trade would shrink by 2.1% this year,
the first decline since 1982.

Protectionism, spurred by do-
mestic concerns over job loss, can
deepen those declines by lifting im-
port barriers and making traded
goods more expensive. Higher tar-
iffs in one country can also lead to
similar moves by other nations, re-
ducing trade further.

Economic stimulus plans can
also become another source of pro-
tectionism, as nations try to assure
that only companies in their bor-
ders benefit from the additional
spending. In the U.S., Congressional
Democrats are pushing for “Buy
America” provisions in the new ad-
ministration’s $825 billion stimulus
program. Another problem: The fi-
nancing flows that underpin the
vast, $14 trillion global-trade ma-
chine are also getting squeezed.
That has cut off funding for many
firms, pushing the volume of global
trade lower.

Davos participants warned that
poorer countries that have relied on
exports may have the most to lose
from a trade decline. Many of those
nations also benefited from huge cap-
ital inflows from wealthy nations.
“We’ve enjoyed an unbelievable glo-
balization effect. Money flew to Tur-

key,” said Ferit F. Sahenk, chairman
of the Dogus Group, a Turkish con-
glomerate of 70 companies in fields
including financial services and con-
struction. “Now, money is flowing
out,” said Mr. Sahenk, speaking on
the forum’s opening panel.

Private capital flows to emerg-
ing markets will tumble more than
60% this year, to $165 billion from
$466 billion in 2008, the Institute of
International Finance, a Washing-
ton association of international fi-
nancial firms, said Wednesday.

Mr. Lamy said the WTO may ap-
proach global banking regulators
with a proposition to loosen rules
that require banks to hold a certain
amount of capital against invest-
ments. The rules, called Basel II, are
meant to protect against losses.

A number of people in Davos wor-
ried about the prospects of a trade
fight between China and the
U.S.—based on Treasury Secretary
Timothy Geithner’s suggestion last
week that the new U.S. administra-
tion thinks Beijing is “manipulat-
ing” its currency. Such a label could
be interpreted in Beijing as hostile.

Beijing has denied it manipu-
lates its currency and believes it
ought to get credit for not devaluing
its currency as Chinese exports de-
cline. In a speech Wednesday, Chi-
nese premier Wen Jiabao also
lashed out at protectionism, saying
it “serves no purpose as it will only
worsen and prolong the crisis.”

Leaders call for trade
Some see a threat
of protectionism
prolonging the crisis

BEAR BLOG

Victor Halberstadt says policy makers
have ‘very few options.’

DAVOS: WORLD ECONOMIC CRISIS

WORLD ECONOMIC FORUM
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2009 and 2010 are forecasts.

Trading down

Pascal Lamy,
Director-General

of the World Trade
Organization

Frances Beinecke is promoting a system
to limit greenhouse-gas emissions.
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And Meena Thiruvengadam

WASHINGTON—The global econ-
omy will likely slow to a “virtual
standstill” this year, but a recovery
should begin by the end of the year
if the right policy actions are taken,
the chief economist of the Interna-
tional Monetary Fund said.

“The main risk is that the adverse
feedback loop between the financial
and the real sectors intensifies,” said
OlivierBlanchard, ina briefing to dis-
cuss the latest update to the IMF’s
world economic outlook.

The IMF downgraded its eco-
nomic forecasts Wednesday, cut-
ting its 2009 estimate for global
growth to 0.5%—its weakest expan-
sion since World War II—from a
2.2% projection given two months
ago. The slowdown is adding fuel to
the negative feedback loop be-
tween the economy and financial
crisis, with losses from bad U.S.
debt alone now expected to reach
$2.2 trillion.

In the report, the IMF called for
new policies to force the recogni-

tion of losses and “sort” companies
based on their chances of survival
over the medium term. Govern-
ments should intervene to help via-
ble institutions with capital injec-
tions, while resolving insolvent com-
panies and carving out bad assets ei-
ther through a “bad bank” approach
or some other method, it said.

Mr.Blanchardsaidthatwhilefiscal
stimulus is important, “restoring fi-
nancialhealthisanecessarycondition
for a durable economic recovery.” In
addition,moreinternationalcoordina-
tionisneeded,headded.“Thebuilding
blocks of what needs to be done have
been assembled to varying degrees in
many countries, but a comprehensive
framework for restoring financial
health and dealing with bad assets re-
mains to be built,” he said.

Jaime Caruana, director of the
IMF’s monetary and capital markets
division, said in the briefing that
dealing with toxic assets is the main
priority going forward, including
possibly by nationalizing banks.

Separately, the International La-
bor Office warned in its annual em-
ployment report that as many as 51

million jobs world-wide could disap-
pear by the end of this year as a result
of the economic slowdown. In its
worst-case scenario, the United Na-
tions agency said 200 million work-
ers, mostly in developing economies,
couldbepushedintoextremepoverty.

The ILO said 30 million more peo-
ple could lose their jobs if financial
turmoilpersists through 2009,push-
ing up the world’s unemployment to
6.5%, compared with 6% in 2008 and
5.7% in 2007.

In China, the IMF said growth—
which has been a beacon of economic
strength in recent years—is ex-
pected to slow to 6.7% this year,down
from 13% as recently as 2007. China’s
Premier Wen Jiabao said Wednesday
his government expects 8% growth.

China is in a better position to
weather the global economic crisis
than other nations even as it experi-
ences a traumatic deceleration in
growth, said Charles Collyns, the
fund’s deputy director of research.

“In combination with resilient
demand, we do see China able to
weather this global storm some-
what better than others.”

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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KBL Key Far East AS EQ LUX NA NA NA.00 NS NS NS
KBL Key Major Em Mkts GL EQ LUX NA NA NA.00 NS NS NS
KBL Key NaturalRes EUR OT EQ LUX NA NA NA.00 NS NS NS
KBL Key NaturalRes USD OT EQ LUX NA NA NA.00 NS NS NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU NA NA NA.00 NS NS NS
LG Asian Plus AS EQ CYM NA NA NA.00 NS NS NS
LG Asian SmallerCo's AS EQ BMU NA NA NA.00 NS NS NS
LG India EA EQ MUS NA NA NA.00 NS NS NS
Siberian Investment Co EE EQ IRL NA NA NA.00 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN NA NA NA.00 NS NS NS
MP-TURKEY.SI EE EQ SVN NA NA NA.00 NS NS NS

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

Eastern European Bond Fund EU BD LVA NA NA NA.00 NS NS NS
Parex Caspian Sea Eq EU EQ LVA NA NA NA.00 NS NS NS
Parex Eastern Europ Bd EU BD LVA NA NA NA.00 NS NS NS
Parex Russian Eq EE EQ LVA NA NA NA.00 NS NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Asian Eq-Pca AS EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Biotech-Pca OT EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-CHF Liq-Pca CH MM LUX NA NA NA.00 NS NS NS
PF (LUX)-CHF Liq-Pdi CH MM LUX NA NA NA.00 NS NS NS
PF (LUX)-Cnt Eu Eq-I EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Digital Comm-Pca OT EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-East Eu-Pca EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Emg Mkts-Pca GL EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Eu Indx-Pca EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Bds-Pca EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Bds-Pdi EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Cp Bd-Pca EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR HiYld-Pca EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR HiYld-Pdi EU BD LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Liq-Pca EU MM LUX NA NA NA.00 NS NS NS
PF (LUX)-EUR Liq-Pdi EU MM LUX NA NA NA.00 NS NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-EuSust Eq-Pca EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Gl Em Dbt-Pca GL BD LUX NA NA NA.00 NS NS NS
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX NA NA NA.00 NS NS NS
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Gr China-Pca AS EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Indian Eq-Pca EA EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Jap Index-Pca JP EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-JpEq130/30-Pca JP EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Piclife-Pca CH BA LUX NA NA NA.00 NS NS NS
PF (LUX)-PremBrnds-Pca OT EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Rus Eq-Pca EE EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-US Eq-Ica US EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-USA Index-Pca US EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-USD Gov Bds-Pca US BD LUX NA NA NA.00 NS NS NS
PF (LUX)-USD Gov Bds-Pdi US BD LUX NA NA NA.00 NS NS NS

PF (LUX)-USD Liq-Pca US MM LUX NA NA NA.00 NS NS NS
PF (LUX)-USD Liq-Pdi US MM LUX NA NA NA.00 NS NS NS
PF (LUX)-Water-Pca GL EQ LUX NA NA NA.00 NS NS NS
PF (LUX)-WldGovBds-Pca GL BD LUX NA NA NA.00 NS NS NS
PF (LUX)-WldGovBds-Pdi GL BD LUX NA NA NA.00 NS NS NS
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX NA NA NA.00 NS 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 NA NA NA.00 NS NS NS
Global Technology OT EQ IRL NA NA NA.00 NS NS NS
Japan Fund USD JP EQ IRL NA NA NA.00 NS NS NS

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM NA NA NA.00 NS NS NS
Discovery USD A OT OT CYM NA NA NA.00 NS NS NS
Elbrus USD A GL EQ CYM NA NA NA.00 NS NS NS
Europn Conviction USD B EU EQ CYM NA NA NA.00 NS NS NS
Europn Forager USD B OT OT CYM NA NA NA.00 NS NS NS
Gl Utilities Abs Rtn USD A OT OT CYM NA NA NA.00 NS NS NS
Japan Abs Ret USD A AS EQ CYM NA NA NA.00 NS NS NS
Latin America USD A GL EQ CYM NA NA NA.00 NS NS NS
Paragon Limited USD A EU EQ CYM NA NA NA.00 NS NS NS
UK Fund USD A OT OT CYM NA NA NA.00 NS NS NS

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM NA NA NA.00 NS NS NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL NA NA NA.00 NS NS NS
Core Eurozone Eq B EU EQ IRL NA NA NA.00 NS NS NS
Euro Fixed Income A EU BD IRL NA NA NA.00 NS NS NS
Euro Fixed Income B EU BD IRL NA NA NA.00 NS NS NS
Euro Small Cap A EU EQ IRL NA NA NA.00 NS NS NS
Euro Small Cap B EU EQ IRL NA NA NA.00 NS NS NS
Eurozone Agg Eq A EU EQ IRL NA NA NA.00 NS NS NS
Eurozone Agg Eq B EU EQ IRL NA NA NA.00 NS NS NS
Glbl Bd (EuroHdg) A GL BD IRL NA NA NA.00 NS NS NS
Glbl Bd (EuroHdg) B GL BD IRL NA NA NA.00 NS NS NS
Glbl Bd A EU BD IRL NA NA NA.00 NS NS NS
Glbl Bd B EU BD IRL NA NA NA.00 NS NS NS
Glbl Real Estate A OT EQ IRL NA NA NA.00 NS NS NS
Glbl Real Estate B OT EQ IRL NA NA NA.00 NS NS NS
Glbl Real Estate EH-A OT EQ IRL NA NA NA.00 NS NS NS
Glbl Real Estate SH-B OT EQ IRL NA NA NA.00 NS NS NS
Glbl Strategic Yield A EU BD IRL NA NA NA.00 NS NS NS
Glbl Strategic Yield B EU BD IRL NA NA NA.00 NS NS NS
Japan Equity A JP EQ IRL NA NA NA.00 NS NS NS
Japan Equity B JP EQ IRL NA NA NA.00 NS NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL NA NA NA.00 NS NS NS
PacBasn (Ex-Jap) Eq B AS EQ IRL NA NA NA.00 NS NS NS
Pan European Eq A EU EQ IRL NA NA NA.00 NS NS NS
Pan European Eq B EU EQ IRL NA NA NA.00 NS NS NS
US Equity A US EQ IRL NA NA NA.00 NS NS NS
US Equity B US EQ IRL NA NA NA.00 NS NS NS
US Small Cap A US EQ IRL NA NA NA.00 NS NS NS
US Small Cap B US EQ IRL NA NA NA.00 NS NS NS

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX NA NA NA.00 NS NS NS
Choice Japan Fd JP EQ LUX NA NA NA.00 NS NS NS
Choice Jpn Chance/Risk JP EQ LUX NA NA NA.00 NS NS NS
Choice NthAmChance/Risk US EQ LUX NA NA NA.00 NS NS NS
Europe 2 Fd EU EQ LUX NA NA NA.00 NS NS NS
Europe 3 Fd EU EQ LUX NA NA NA.00 NS NS NS
Global Chance/Risk Fd GL EQ LUX NA NA NA.00 NS NS NS
Global Fd GL EQ LUX NA NA NA.00 NS NS NS
Intl Mixed Fd -C- NO BA LUX NA NA NA.00 NS NS NS
Intl Mixed Fd -D- NO BA LUX NA NA NA.00 NS NS NS
Wireless Fd OT EQ LUX NA NA NA.00 NS NS NS

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX NA NA NA.00 NS NS NS
Currency Alpha EUR -IC- OT OT LUX NA NA NA.00 NS NS NS
Currency Alpha EUR -RC- OT OT LUX NA NA NA.00 NS NS NS
Currency Alpha SEK -ID- OT OT LUX NA NA NA.00 NS NS NS
Currency Alpha SEK -RC- OT OT LUX NA NA NA.00 NS NS NS
Generation Fd 80 OT OT LUX NA NA NA.00 NS NS NS
Nordic Focus EUR NO EQ LUX NA NA NA.00 NS NS NS
Nordic Focus NOK NO EQ LUX NA NA NA.00 NS NS NS
Nordic Focus SEK NO EQ LUX NA NA NA.00 NS NS NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX NA NA NA.00 NS NS NS
Ethical Global Fd GL EQ LUX NA NA NA.00 NS NS NS
Ethical Sweden Fd NO EQ LUX NA NA NA.00 NS NS NS
Europe Fd EU EQ LUX NA NA NA.00 NS NS NS
Index Linked Bd Fd SEK OT BD LUX NA NA NA.00 NS NS NS
Medical Fd OT EQ LUX NA NA NA.00 NS NS NS
Short Medium Bd Fd SEK NO MM LUX NA NA NA.00 NS NS NS
Technology Fd OT EQ LUX NA NA NA.00 NS NS NS
World Fd NO BA LUX NA NA NA.00 NS NS NS

n SEB Fund 4
Short Bond Fd EUR EU MM LUX NA NA NA.00 NS NS NS
Short Bond Fd SEK NO MM LUX NA NA NA.00 NS NS NS
Short Bond Fd USD US MM LUX NA NA NA.00 NS NS NS

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX NA NA NA.00 NS NS NS
Alpha Bond Fd SEK -B- NO BD LUX NA NA NA.00 NS NS NS
Alpha Bond Fd SEK -C- NO BD LUX NA NA NA.00 NS NS NS
Alpha Bond Fd SEK -D- NO BD LUX NA NA NA.00 NS NS NS
Alpha Short Bd SEK -A- NO MM LUX NA NA NA.00 NS NS NS
Alpha Short Bd SEK -B- NO MM LUX NA NA NA.00 NS NS NS
Alpha Short Bd SEK -C- NO MM LUX NA NA NA.00 NS NS NS
Alpha Short Bd SEK -D- NO MM LUX NA NA NA.00 NS NS NS
Bond Fd SEK -C- NO BD LUX NA NA NA.00 NS NS NS
Bond Fd SEK -D- NO BD LUX NA NA NA.00 NS NS NS
Corp. Bond Fd EUR -C- EU BD LUX NA NA NA.00 NS NS NS
Corp. Bond Fd EUR -D- EU BD LUX NA NA NA.00 NS NS NS
Corp. Bond Fd SEK -C- NO BD LUX NA NA NA.00 NS NS NS
Corp. Bond Fd SEK -D- NO BD LUX NA NA NA.00 NS NS NS
Danish Mortgage Bond Fd EUR -ID- NO BD LUX NA NA NA.00 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX NA NA NA.00 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX NA NA NA.00 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX NA NA NA.00 NS NS NS
Flexible Bond Fd -C- NO BD LUX NA NA NA.00 NS NS NS
Flexible Bond Fd -D- NO BD LUX NA NA NA.00 NS NS NS

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX NA NA NA.00 NS NS NS
Global Hedge I SEK -D- OT OT LUX NA NA NA.00 NS NS NS

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX NA NA NA.00 NS NS NS

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX NA NA NA.00 NS NS NS
Europe Chance/Risk Fd EU EQ LUX NA NA NA.00 NS NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX NA NA NA.00 NS NS NS
Eq. Pacific A AS EQ LUX NA NA NA.00 NS NS NS

n SGAM Fund
Bonds CHF A CH BD LUX NA NA NA.00 NS NS NS
Bonds ConvEurope A EU BD LUX NA NA NA.00 NS NS NS
Bonds Eur Corp A EU BD LUX NA NA NA.00 NS NS NS
Bonds Eur Hi Yld A EU BD LUX NA NA NA.00 NS NS NS
Bonds EURO A EU BD LUX NA NA NA.00 NS NS NS
Bonds Europe A EU BD LUX NA NA NA.00 NS NS NS
Bonds US MtgBkSec A US BD LUX NA NA NA.00 NS NS NS
Bonds US OppsCoreplus A US BD LUX NA NA NA.00 NS NS NS
Bonds World A GL BD LUX NA NA NA.00 NS NS NS
Eq. ConcentratedEuropeA EU EQ LUX NA NA NA.00 NS NS NS
Eq. Eastern Europe A EU EQ LUX NA NA NA.00 NS NS NS
Eq. Equities Global Energy OT EQ LUX NA NA NA.00 NS NS NS
Eq. Euroland A EU EQ LUX NA NA NA.00 NS NS NS
Eq. Euroland MidCapA EU EQ LUX NA NA NA.00 NS NS NS
Eq. EurolandCyclclsA EU EQ LUX NA NA NA.00 NS NS NS
Eq. EurolandFinancialA OT EQ LUX NA NA NA.00 NS NS NS
Eq. Glbl Emg Cty A GL EQ LUX NA NA NA.00 NS NS NS
Eq. Global A GL EQ LUX NA NA NA.00 NS NS NS
Eq. Global Technol A OT EQ LUX NA NA NA.00 NS NS NS
Eq. Gold Mines A OT EQ LUX NA NA NA.00 NS NS NS
Eq. Japan A JP EQ LUX NA NA NA.00 NS NS NS
Eq. Japan Sm Cap A JP EQ LUX NA NA NA.00 NS NS NS
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –26.6 –26.6 –16.3
Eq. Switzerland A CH EQ LUX NA NA NA.00 NS NS NS
Eq. UK A UK EQ LUX NA NA NA.00 NS NS NS
Eq. US ConcenCore A US EQ LUX NA NA NA.00 NS NS NS

Eq. US Lg Cap Gr A US EQ LUX NA NA NA.00 NS NS NS
Eq. US Mid Cap A US EQ LUX NA NA NA.00 NS NS NS
Eq. US Multi Strg A US EQ LUX NA NA NA.00 NS NS NS
Eq. US Rel Val A US EQ LUX NA NA NA.00 NS NS NS
Eq. US Sm Cap Val A US EQ LUX NA NA NA.00 NS NS NS
Eq. US Value Opp A US EQ LUX NA NA NA.00 NS NS NS
Money Market EURO A EU MM LUX NA NA NA.00 NS NS NS
Money Market USD A US MM LUX NA NA NA.00 NS NS NS

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 NA NA NA.00 NS NS NS
UAE Blue Chip Fund Acc OT OT ARE NA NA NA.00 NS NS NS

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 NA NA NA.00 NS NS NS
New Europe Small Cap EUR EE EQ EST NA NA NA.00 NS NS NS
Second Wave EUR EE EQ EST NA NA NA.00 NS NS NS

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL NA NA NA.00 NS NS NS
YMR-N Japan Fund JP EQ IRL NA NA NA.00 NS NS NS
YMR-N Low Price Fund JP EQ IRL NA NA NA.00 NS NS NS
YMR-N Small Cap Fund JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Gen Jpn III JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Exc 100 JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Gen JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Gro JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Inc JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Lg Cap AS EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn LowP JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn PGth JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn SmCp JP EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn Val Sel AS EQ IRL NA NA NA.00 NS NS NS
Yuki Mizuho Jpn YoungCo AS EQ IRL NA NA NA.00 NS NS NS

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL NA NA NA.00 NS NS NS
Yuki 77 General JP EQ IRL NA NA NA.00 NS NS NS
Yuki 77 Growth JP EQ IRL NA NA NA.00 NS NS NS
Yuki 77 Income AS EQ IRL NA NA NA.00 NS NS NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL NA NA NA.00 NS NS NS
Yuki Chugoku Jpn Gro JP EQ IRL NA NA NA.00 NS NS NS
Yuki Chugoku JpnLowP JP EQ IRL NA NA NA.00 NS NS NS
Yuki Chugoku JpnPurGth JP EQ IRL NA NA NA.00 NS NS NS

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL NA NA NA.00 NS NS NS

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL NA NA NA.00 NS NS NS
Yuki Hokuyo Jpn Inc JP EQ IRL NA NA NA.00 NS NS NS
Yuki Hokuyo Jpn Sm Cap JP EQ IRL NA NA NA.00 NS NS NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL NA NA NA.00 NS NS NS
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL NA NA NA.00 NS NS NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL NA NA NA.00 NS NS NS

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Smaller Cap OT OT CYM NA NA NA.00 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM NA NA NA.00 NS NS NS

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB NA NA NA.00 NS NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS NA NA NA.00 NS NS NS
CMA MultHdge Arbtrge OT OT CYM NA NA NA.00 NS NS NS
CMA MultHdge Balncd OT OT CYM NA NA NA.00 NS NS NS
CMA MultHdge Growth OT OT CYM NA NA NA.00 NS NS NS
CMA MultiHdge Lvrgd OT OT CYM NA NA NA.00 NS NS NS

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB NA NA NA.00 NS NS NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM NA NA NA.00 NS NS NS
D'Auriol Opp F3 EUR EU MM CYM NA NA NA.00 NS NS NS

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU NA NA NA.00 NS NS NS

Harmony Cap Ltd B EUR OT OT BMU NA NA NA.00 NS NS NS
Harmony Cap Ltd D USD OT OT BMU NA NA NA.00 NS NS NS
Harmony Cap Ltd E EUR OT OT BMU NA NA NA.00 NS NS NS
Harmony Cap Ltd F GBP OT OT BMU NA NA NA.00 NS NS NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY NA NA NA.00 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 NA NA NA.00 NS NS NS
Horseman EmMkt Opp USD GL EQ USA NA NA NA.00 NS NS NS
Horseman EurSelLtd EUR EU EQ GBR NA NA NA.00 NS NS NS
Horseman EurSelLtd USD EU EQ GBR NA NA NA.00 NS NS NS
Horseman Glbl Ltd EUR GL EQ CYM NA NA NA.00 NS NS NS
Horseman Glbl Ltd USD GL EQ CYM NA NA NA.00 NS NS NS

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 NA NA NA.00 NS NS NS
Euro Absolute EUR OT OT GGY NA NA NA.00 NS NS NS
Global Absolute OT OT GGY NA NA NA.00 NS NS NS
Global Absolute USD OT OT GGY NA NA NA.00 NS NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM NA NA NA.00 NS NS NS
Special Opp Inst EUR OT OT CYM NA NA NA.00 NS NS NS
Special Opp Inst USD OT OT CYM NA NA NA.00 NS NS NS
Special Opp USD OT OT CYM NA NA NA.00 NS NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY NA NA NA.00 NS NS NS
GH Fund CHF Hdg OT OT JEY NA NA NA.00 NS NS NS
GH Fund EUR Hdg OT OT JEY NA NA NA.00 NS NS NS
GH Fund EUR Hdg (Non-V II) OT OT JEY NA NA NA.00 NS NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY NA NA NA.00 NS NS NS
GH Fund GBP Hdg OT OT JEY NA NA NA.00 NS NS NS
GH Fund Inst EUR OT OT JEY NA NA NA.00 NS NS NS
GH Fund Inst JPY OT OT JEY NA NA NA.00 NS NS NS
GH Fund Inst USD OT OT JEY NA NA NA.00 NS NS NS
GH FUND S EUR OT OT CYM NA NA NA.00 NS NS NS
GH FUND S GBP OT OT JEY NA NA NA.00 NS NS NS
GH Fund S USD OT OT CYM NA NA NA.00 NS NS NS
GH Fund USD OT OT GGY NA NA NA.00 NS NS NS
Hedge Investments OT OT JEY NA NA NA.00 NS NS NS
Leverage GH USD OT OT GGY NA NA NA.00 NS NS NS
MultiAdv Arb CHF Hdg OT OT JEY NA NA NA.00 NS NS NS
MultiAdv Arb EUR Hdg OT OT JEY NA NA NA.00 NS NS NS
MultiAdv Arb GBP Hdg OT OT JEY NA NA NA.00 NS NS NS
MultiAdv Arb Inst USD OT OT CYM NA NA NA.00 NS NS NS
MultiAdv Arb S EUR OT OT CYM NA NA NA.00 NS NS NS
MultiAdv Arb S GBP OT OT CYM NA NA NA.00 NS NS NS

MultiAdv Arb S USD OT OT CYM NA NA NA.00 NS NS NS
MultiAdv Arb USD OT OT GGY NA NA NA.00 NS NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY NA NA NA.00 NS NS NS
Asian AdbantEdge EUR OT OT JEY NA NA NA.00 NS NS NS
Asian AdvantEdge OT OT JEY NA NA NA.00 NS NS NS
Emerg AdvantEdge OT OT JEY NA NA NA.00 NS NS NS
Emerg AdvantEdge EUR OT OT JEY NA NA NA.00 NS NS NS
Europ AdvantEdge EUR OT OT JEY NA NA NA.00 NS NS NS
Europ AdvantEdge USD OT OT JEY NA NA NA.00 NS NS NS
Japan AdvantEdge JPY OT OT JEY NA NA NA.00 NS NS NS
Japan AdvantEdge USD OT OT JEY NA NA NA.00 NS NS NS
Lvgd Alpha AdvantEdge OT OT JEY NA NA NA.00 NS NS NS
Trading AdvantEdge OT OT GGY NA NA NA.00 NS NS NS
Trading AdvantEdge EUR OT OT GGY NA NA NA.00 NS NS NS
Trading AdvantEdge GBP OT OT GGY NA NA NA.00 NS NS NS
US AdvantEdge OT OT JEY NA NA NA.00 NS NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA NA NA NA.00 NS NS NS
Integrated Dir Trading EUR OT OT CYM NA NA NA.00 NS NS NS
Integrated Emg Markets EUR OT OT CYM NA NA NA.00 NS NS NS
Integrated European EUR OT OT CYM NA NA NA.00 NS NS NS
Integrated Event Driven EUR OT OT CYM NA NA NA.00 NS NS NS
Integrated Lg/Sh Sel F EUR OT OT CYM NA NA NA.00 NS NS NS
Integrated MultSt B EUR OT OT VGB NA NA NA.00 NS NS NS
Integrated Relative Value EUR OT OT CYM NA NA NA.00 NS NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX NA NA NA.00 NS NS NS
KBL SPOP Investing OT OT LUX NA NA NA.00 NS NS NS
KBL SPOP Long/Short Eq OT OT LUX NA NA NA.00 NS NS NS
KBL SPOP Long/Short Eq OT OT LUX NA NA NA.00 NS NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND NA NA NA.00 NS NS NS
Antanta MidCap Fund EE EQ AND NA NA NA.00 NS NS NS

Meriden Opps Fund GL OT AND NA NA NA.00 NS NS NS
Meriden Protective Div GL EQ AND NA NA NA.00 NS 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 NA NA NA.00 NS NS NS

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 NA NA NA.00 NS NS NS
Superfund GCT USD* GL EQ LUX NA NA NA.00 NS NS NS
Superfund Gold A (SPC) GL OT CYM NA NA NA.00 NS NS NS
Superfund Gold B (SPC) GL OT CYM NA NA NA.00 NS NS NS
Superfund Q-AG* OT OT AUT NA NA NA.00 NS NS NS

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM NA NA NA.00 NS NS NS

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB NA NA NA.00 NS NS NS
Winton Evolution GBP GL OT VGB NA NA NA.00 NS NS NS
Winton Evolution JPY GL OT VGB NA NA NA.00 NS NS NS
Winton Evolution USD GL OT CYM NA NA NA.00 NS NS NS
Winton Futures EUR GL OT VGB NA NA NA.00 NS NS NS
Winton Futures GBP GL OT VGB NA NA NA.00 NS NS NS
Winton Futures JPY Lead Series 2 GL OT VGB NA NA NA.00 NS NS NS
Winton Futures USD GL OT VGB NA NA NA.00 NS NS NS

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM NA NA NA.00 NS NS NS
Zulauf Europe Fd LP OT OT CYM NA NA NA.00 NS NS NS
Zulauf Europe Fd USD OT OT CYM NA NA NA.00 NS NS NS

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Bad banks and goody bags
Soros endorses
‘bad bank’ model

Investor and billionaire George
Soros said the global financial

system is dysfunctional and
many banks world-wide need
more capital, putting a ballpark
figure as high as $1.5 trillion.

Mr. Soros, at the World Eco-
nomic Forum, said he likes the
currently discussed good
bank/bad bank model, which
should help restore the finan-
cial system. Under such a
model—being considered in
the U.S. and other countries—
toxic assets such as subprime
mortgages would be deferred
into a special unit, while
healthy assets would remain in
the original bank.

But Mr. Soros, who doubted
that nationalization of big banks
is possible amid the current mar-
ket sentiment, said he would pre-
fer that under such a model the
“bad bank” keeps the bank’s cur-
rent capital, while private inves-
tors should be allowed to invest
in the healthy part.

“We could mobilize private in-
vestors,” to recapitalize the
banks, Mr. Soros said. “I would
be interested in investing in the
good banks since the margins
are very high.”

Mr. Soros, who declined to es-
timate how long the financial cri-
sis might last, said current prob-
lems show “the efficient-market
hypothesis has been disproved.”

He said a new system must be
put in place before the crisis can
be solved and the global econ-
omy can move out of recession.

—Goran Mijuk

Facing austerity?
Get walking

In past years, the mucky-
mucks who go to Davos have of-
ten received bags of goodies on
arrival—prepaid FedEx pack-
ages, books, chocolates, gadgets
and the like—from companies or
governments, as well as a hand-
held to use during the event.

But in this year of downturn
and hair-shirt austerity, there
are no goody bags and no free
handhelds. There are, however,
pedometers: a small gift, in blue
plastic, from the World Eco-
nomic Forum.

The pedometer, says Andre

Schneider, a managing director
at the Forum, was designed “as a
joyful way to get people walk-
ing.” It’s also designed to help an-
swer the critique of the Forum’s
efforts at promoting measures
to combat climate control, while
the streets of Davos for a week
become a carbon-belching park-
ing lot of limousines ferrying
those too important to walk be-
tween appointments.

Mr. Schneider says the Forum
wants to encourage people to
treat Davos as, really, “a global
village”—it takes all of 20 min-
utes to walk from one end of the
ski resort to the other. To reward
walkers and restore lost calo-
ries, those who rack up more
than 20,000 steps in the five
days get a chocolate cup with
sweet filling from the Forum.
The overall winner, gets a mys-
tery prize. “We’re not saying
what it is,” Mr. Schneider says.

Given that on Wednesday lim-
ousines were clogging the two
main streets in Davos, the pe-
dometers probably won’t be
enough. Besides, one participant
noticed you can rack up paces by
swinging the pedometer around
while eating lunch.

Next year, Mr. Schneider
says, the Forum plans to exclude
cars that emit more than a cer-
tain amount of carbon dioxide,
or consume too much gasoline,
from certain parts of the town.
The goal is to encourage the im-
portant people to rent smaller
limousines. Next year.

—Marc Champion

Saudi delegation seeks foreign investment
Kingdom sets goal
to diversify economy
as oil revenue drops

By Andrew Critchlow

DAVOS, Switzerland—Saudi Ara-
bia’s business and political elite
have come to the World Economic
Forum on a mission to drum up in-
vestor interest as the kingdom feels
the strain from falling oil prices and
the global financial crisis.

They also hope to gain a greater
understanding of the impact the
downturn will have at home—and of
what part Saudi Arabia can play in
any possible solution.

“We’re the Middle East’s biggest
economy so we have to be part of
this” and take a role in helping the
global economy, said Hamad Al Say-
yari, governor of the Saudi Arabian
Monetary Agency, as he arrived in
Davos. Mr. Al Sayyari, the Gulf re-
gion’s most senior central banker,
said it is important for the king-
dom’s policy makers to understand
the crisis.

He will be joined by a delegation
of powerful officials, including Ab-
dul Rahman Al Tuwaijri, an eco-
nomic policy maker close to Saudi
ruler King Abdullah, and Amr Al Dab-
bagh, who heads the Saudi Arabian
General Investment Authority, a gov-
ernment body established to encour-
age investment in the kingdom. Mr.
Al Dabbagh aims to attract interna-

tional companies that want to gain a
foothold in the Middle East’s largest
energy supplier. The Saudi govern-
ment tightly controls foreign direct
investment.

Saudi Arabia, which holds the
world’s largest oil reserves, is pre-
paring for a tough year ahead, made
worse by oil prices unlikely to match
their average of $99 a barrel in the
past year. The kingdom’s oil revenue
is expected to drop by more than
half this year to 410 billion riyals, or
$109.3 billion, from 1.1 trillion riyals
forecast for 2008. Add in a stock
market that lost 50% of its value last
year, and the picture in Riyadh looks
bleak. The kingdom expects to run
its first budget deficit this year, as it
boosts spending on infrastructure
and social services in an effort to
spur growth in the economy.

To help broaden the economy

away from dependence on crude rev-
enues, Saudi Arabia needs to attract
foreign investment. The most popu-
lous Arab country in the Gulf penin-
sula, it wants to hook foreign part-
ners in education, medical research
and petroleum-related industries,
as part of an effort to provide more
jobs for its young population and
add to their skills.

“Saudi Arabia has an expansion-
ary budget and needs to keep its
economy going” as it braces for the
decline in oil earnings, said John
Sfakianakis, chief economist at
SABB, HSBC Holdings PLC’s Saudi af-
filiate.

The current economic rough
patch won’t stop calls from other
countries in Davos for the kingdom
to use more of the vast assets it built
up during the oil boom of the past
decade to help revive the global fi-
nancial system. It already pulls its
weight in some sectors: Saudi Ara-
bia is one of the top three buyers of
U.S. sovereign debt.

Nouriel Roubini, the New York
University professor who in 2006
was one of the first to predict the
current financial crisis and who fore-
casts that the total loss to the U.S. fi-
nancial system alone could top $3.6
trillion, said oil-rich Gulf states like
Saudi Arabia should do more to
fund bailouts.

“They have lost a lot of money on
the value of their reserves or sover-
eign wealth funds, and they’re going
to run budget deficits, but yes, they
should play a part,” Mr. Roubini said.

Before the Saudi investment au-

thority’s Mr. Al Dabbagh left for Da-
vos, he told delegates at an invest-
ment conference in the kingdom
that Saudi Arabia is an exporter of
capital, not just oil. The Saudi mone-
tary agency is estimated to hold
$500 billion in assets overseas, ac-
cording to a working paper released
this month by the Council on For-
eign Relations’ Center for Geoeco-
nomic Studies.

But if the country is to achieve
its longstanding goal of greater in-
ternational recognition as a politi-
cal power as well as an economic
force, its rulers may have to find a

balance between the need to fi-
nance development at home and
calls for greater financial help from
overseas.

The U.S. ambassador to Saudi
Arabia, Ford Fraker, who is extend-
ing his stay in Riyadh for a few extra
months to ease the transition in the
kingdom for the new administration
of President Barack Obama, also
made the trip to Davos this year—in
part, he said, because so many Sau-
dis were here.
 —Mohammed Aly Sergie

in Riyadh
contributed to this article.

THE DAILY DAVOS
Updates from the World Economic Forum

George Soros said a new financial
system must be instituted.

DAVOS: WORLD ECONOMIC CRISIS

Source: Thomson Reuters

Saudi troubles
Change over the past two years  

 Saudi Stock Exchange index
 Crude-oil futures prices
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND NA NA NA.00 NS NS NS
Andfs. Borsa Global GL EQ AND NA NA NA.00 NS NS NS

Andfs. Emergents GL EQ AND NA NA NA.00 NS NS NS

Andfs. Espanya EU EQ AND NA NA NA.00 NS NS NS
Andfs. Estats Units US EQ AND NA NA NA.00 NS NS NS

Andfs. Europa EU EQ AND NA NA NA.00 NS NS NS

Andfs. Franca EU EQ AND NA NA NA.00 NS NS NS

Andfs. Japo JP EQ AND NA NA NA.00 NS NS NS
Andfs. Plus Dollars US BA AND NA NA NA.00 NS NS NS

Andfs. RF Dolars US BD AND NA NA NA.00 NS NS NS

Andfs. RF Euros EU BD AND NA NA NA.00 NS NS NS
Andorfons EU BD AND NA NA NA.00 NS NS NS
Andorfons Alternative Premium OT OT AND NA NA NA.00 NS NS NS

Andorfons Mix 30 EU BA AND NA NA NA.00 NS NS NS
Andorfons Mix 60 EU BA AND NA NA NA.00 NS NS NS

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS NA NA NA.00 NS NS NS

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX NA NA NA.00 NS NS NS
DJE-Absolut P GL EQ LUX NA NA NA.00 NS NS NS
DJE-Alpha Glbl P EU BA LUX NA NA NA.00 NS NS NS
DJE-Div& Substanz P EU EQ LUX NA NA NA.00 NS NS NS
DJE-Gold&Resourc P OT EQ LUX NA NA NA.00 NS NS NS
DJE-Renten Glbl P EU BD LUX NA NA NA.00 NS NS NS
LuxPro-Dragon I AS EQ LUX NA NA NA.00 NS NS NS
LuxPro-Dragon P AS EQ LUX NA NA NA.00 NS NS NS
LuxTopic-Aktien Europa EU EQ LUX NA NA NA.00 NS NS NS
LuxTopic-Pacific AS EQ LUX NA NA NA.00 NS NS NS

n EAST CAPITAL

n website: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX NA NA NA.00 NS NS NS
(Lux) E Eur ConvgnceUSD EE EQ LUX NA NA NA.00 NS NS NS
(Lux) Russian EUR EE EQ LUX NA NA NA.00 NS NS NS
(Lux) Russian USD EE EQ LUX NA NA NA.00 NS NS NS
Balkan Fund EE EQ SWE NA NA NA.00 NS NS NS

Baltic Fund EE EQ SWE NA NA NA.00 NS NS NS
Eastern European Fund EU EQ SWE NA NA NA.00 NS NS NS
Russian Fund EE EQ SWE NA NA NA.00 NS NS NS
Turkish Fund EE EQ SWE NA NA NA.00 NS NS NS

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE NA NA NA.00 NS NS NS
HF-World Bds Abs Ret OT OT CHE NA NA NA.00 NS NS NS

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU NA NA NA.00 NS NS NS
EFG-Hermes MEDA* GL EQ BMU NA NA NA.00 NS NS NS
EFG-Hermes Saudi Arabia Equity EA EQ SAU NA NA NA.00 NS NS NS
EFG-Hermes Telecom OT EQ BMU NA NA NA.00 NS NS NS

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY NA NA NA.00 NS NS NS
Sel Emerg Mkt Equity GL EQ GGY NA NA NA.00 NS NS NS
Sel Euro Equity EUR US EQ GGY NA NA NA.00 NS NS NS
Sel European Equity EU EQ GGY NA NA NA.00 NS NS NS
Sel Glob Equity GL EQ GGY NA NA NA.00 NS NS NS
Sel Glob Fxd Inc GL BD GGY NA NA NA.00 NS NS NS
Sel Pacific Equity AS EQ GGY NA NA NA.00 NS NS NS
Sel US Equity US EQ GGY NA NA NA.00 NS NS NS
Sel US Sm Cap Eq US EQ GGY NA NA NA.00 NS NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX NA NA NA.00 NS NS NS
DSF 50/50 EU BA LUX NA NA NA.00 NS NS NS
DSF 75/25 EU BA LUX NA NA NA.00 NS NS NS
KBC Eq (L) Europe EU EQ LUX NA NA NA.00 NS NS NS
KBC Eq (L) Japan JP EQ LUX NA NA NA.00 NS NS NS
KBC Eq (L) NthAmer EUR US EQ LUX NA NA NA.00 NS NS NS
KBC Eq (L) NthAmer USD US EQ LUX NA NA NA.00 NS NS NS
KBL Key America EUR US EQ LUX NA NA NA.00 NS NS NS
KBL Key America USD US EQ LUX NA NA NA.00 NS NS NS
KBL Key East Europe EU EQ LUX NA NA NA.00 NS NS NS
KBL Key Eur Sm Cie EU EQ LUX NA NA NA.00 NS NS NS
KBL Key Europe EU EQ LUX NA NA NA.00 NS NS NS
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The Rose Art Museum’s collection was valued at $350 million over a year ago. Top left,
‘Race Riot’ by Andy Warhol. Right, Roy Lichtenstein’s ‘Forget It! Forget Me!’

Rio Tinto, changing stance,
is now open to an equity issue
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Brandeis art sale illustrates pressure on colleges
Board risks angering
donors by decision
to close its museum

By Lynn Cowan

February may be the month the
market for U.S. initial public offer-
ings breaks out of its slumber; Mead
Johnson Nutrition Co., a maker of
baby formula, on Wednesday joined
two other deals scheduled to launch
in two weeks.

Mead Johnson, which is being
carved out of parent Bristol-Myers

Squibb Co., aims to
raise as much as
$600 million the
week of Feb. 9
through a listing on

the New York Stock Exchange under
the symbol MJN.

It joins a lineup of two smaller
IPOs that also have set their sights on
debuting that week. Homeland-secu-
rity specialist O’Gara Group Inc.
hopes to raise as much as $152 mil-
lion with a listing on the Nasdaq
Stock Market under the symbol

OGAR. Changing World Technolo-
gies Inc., a company that sells renew-
able diesel fuel oil and organic fertiliz-
ers, wants to raise $41 million
through a listing on the NYSE Altern-
ext under the symbol CWL.

Mead said it plans to sell 25 mil-
lion shares with an estimated price
range of $21 to $24 a share. The com-
pany had filed plans for an IPO of as
much as $1 billion in common stock
in September but withdrew that of-
fering in December. If it sells all the
shares at the top of the range, it

would be the largest U.S. IPO since
American Water Works raised $1.25
billion in April 2008.

Poor market conditions around
the issue date could prompt some or
all of these offerings to be canceled.

Though it wasn’t unusual to see
three IPOs in a single day prior to
2008, recent months have been a fal-
low period for new U.S. listings as a
result of the broad market downturn.

The last deal was nearly 10 weeks
ago, when online college Grand Can-
yon Education Inc. went public. The
window for new offerings essentially
closed in early August and there was
no deal for 15 weeks, until Grand Can-
yon. It had a rocky start; the price
range was cut twice before the IPO
was completed, and the stock de-
clined 1.3% on the first day of trad-
ing. Grand Canyon has since recov-
ered and was trading late Wednes-
day morning at $18.55, up 55% from
its IPO price of $12.

Bristol-Myers $600 million split-off
headlines a sudden flurry of debuts

By John Hechinger

Brandeis University’s surprising
decision this week to close its Rose
Art Museum and sell more than
6,000 artworks is a stark example of
the rising pressure on U.S. colleges
to narrow their missions in the eco-
nomic downturn.

The strategy’s risks are evident
in the protests already lodged by
some students and alumni, who
view the sale of the collection as a
sign of declining aspirations. And
donors, who didn’t expect their
gifts of art would be sold, may de-
cline to be as financially generous to
Brandeis in the future.

Fights between universities and
their benefactors over schools’ obli-
gation to honor “donor intent” have
led to bitter lawsuits in recent
years. Most notably, Princeton Uni-
versity recently settled a donor-in-
tent case for about $100 million.

Tony Pals of the National Associ-
ation of Independent Colleges and
Universities called the Brandeis
move “the most severe cost-cutting

step” any university has taken since
the economic crisis began unfolding
during the fall. But he said many
other college boards are already
“asking what is vital, what is core to
the mission.”

In part, Brandeis blames its deci-
sion to sell the Rose Museum on en-
dowment losses, which haven’t
been disclosed. The school is also
bracing for a hard hit to its fund-rais-
ing efforts because some of its big-
gest benefactors, including philan-
thropists Carl and Ruth Shapiro,
have sustained heavy losses in
funds managed by Bernard Madoff.
“There has been a lot of damage
there,” said Brandeis spokesman
Dennis Nealon.

Brandeis views the art sales as a
way to rebuild its endowment and
close a deficit of at least $10 million
in its $315 million annual budget.

Michael Rush, the museum’s di-
rector, said the collection, which in-
cludes works by Willem de Kooning,
Jasper Johns, Roy Lichtenstein and
Andy Warhol, was valued a year and
a half ago at $350 million, but since
then has likely tumbled in value
along with real estate and stocks.
Mr. Rush fears the university will re-
ceive “fire-sale prices” for its trea-
sures. “You’re selling some of your
intellectual capital—a big chunk of
it,” he said. “I’ve made it clear we’re

outraged by this.”
A highly ranked private univer-

sity, Brandeis, in Waltham, Mass.,
near Boston, was founded in 1948
and is the only Jewish-sponsored
nonsectarian university in the U.S.
The school has a relatively large en-
dowment, ranked No. 100 in the
U.S., at $712 million as of June 30,
more than double its value a decade
ago.

Brandeis has pushed hard in re-

cent years to attract a diverse stu-
dent body and upgrade its campus
with new buildings. Now, because of
the expected Madoff-related de-
cline and other factors, “we need to
create a university that will weather
this storm, that will be leaner and
meaner,” said Jonathan Sarna, a
Brandeis professor of American Jew-
ish history. Brandeis is also consid-
ering cutting 10% of its faculty, or 36
positions.

Leslie Lenkowsky, a professor
with the Center on Philanthropy at
Indiana University, said courts have
traditionally made it difficult for
universities to take a gift intended
for one purpose—such as an art-
work, given in perpetuity—and then
use it for another. Universities have
in the past gone to court to argue
the legality of their moves.

Last year, Randolph College in
Lynchburg, Va., also facing a budget
crunch, won its legal battle to sell
four paintings that the school hopes
will fetch as much as $50 million.
But Fisk University in Nashville,
Tenn., is still embroiled in litigation
over its plans to sell some paintings
that artist Georgia O’Keeffe do-
nated to the school.

Brandeis’s Mr. Nealon said the
school intends to be sensitive to do-
nors and hopes not to encounter le-
gal problems. The museum, which
opened in 1961, is expected to close
late this summer.

Two donors of artworks to the
Brandeis museum, Jonathan Novak
and David Genser, said they were
shocked by the decision and hadn’t
been alerted in advance. “It’s an ab-
solute travesty,” Mr. Genser said.
“I’m heartbroken. I would think that
anyone who has any feeling for Bran-
deis or the Rose Museum is devas-
tated by this.”

Mead Johnson, the
Bristol unit, joins
two smaller deals in
a sign of life for IPOs.
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By Alex Wilson

MELBOURNE—Rio Tinto, facing
rumors it might need to sell shares
to help pay down debt, said it won’t
rule out a potential equity issue but
that no decision has been made.

The statement marks a shift in
tone for the Anglo-Australian
miner, which had previously said it
saw no need to sell shares. The com-
pany is carrying US$38.9 billion in
debt from its top-of-the-cycle pur-
chase of aluminum producer Al-
can, and is due to make a US$8.9 bil-
lion debt repayment in October.

Rio Tinto plans to pay off US$10
billion in debt in 2009 and said
Wednesday it has a number of op-
tions to achieve its goal.

The comments weighed on its Aus-
tralia-listed shares, which fell 2.9% to
40.95 Australian dollars (US$27.15)
Wednesday, while the benchmark
S&P/ASX 200 index rose 1.5%.

Rio Tinto has already announced

a raft of measures designed to
achieve its repayment plans, includ-
ing cutting 2009 capital expendi-
ture by US$5 billion, paring operat-
ing expenditure, slashing 14,000
jobs and broadening its existing as-
set sale program.

However, finding buyers willing
to pay fair prices for assets under
current conditions is proving chal-
lenging and, with sagging commod-
ity prices hitting cash flow, some an-
alysts expect that Rio will be forced
to resort to an equity raising.

J.P. Morgan analyst David George
welcomed Rio Tinto’s move to a possi-
ble rights issue and said its previous
stance had closed off an obvious op-
tion for raising funds. “I think they
are just stating the obvious,” he said.

ABN Amro analyst Warren Ed-
ney said Rio Tinto could potentially
avoid a rights issue in 2009 by draw-
ing down on other credit facilities
or underwriting a dividend reinvest-
ment plan.
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lar’s role as the world’s reserve cur-
rency but regulating it, reflect cru-
cial differences in the important
emerging economies.

“In a very real sense Russia has
been kicked to the margins, while
China has become pivotal to any res-
olution of the financial crisis,” says
Bob Lo, Director of the Russia and
China programs at the Center for Eu-
ropean Reform in London.

The rapid collapse of oil and com-
modities prices has hit Russia hard
on top of the ripples of the financial
crisis. The government now fore-
casts the economy will shrink for
the first time in a decade this year,
after growing 6% last year.

Mr. Putin’s government has
spent $200 billion of hard cur-
rency reserves—close to half the
total last summer—to defend the
Russian currency, the ruble. It has
spent as much again in a bailout
package that amounts to 15% of
gross domestic product, one of the
largest responses to the financial
crisis in the world. Unlike China,
Russia’s economy is too dependent
on commodities exports and too
small to play a significant role in
any global recovery, says Mr. Lo.

Russia also has negligible trade
with the U.S., while Chinese exports
are heavily dependent on U.S. con-
sumers and Beijing holds $2 trillion
in U.S. debt, prompting a much
more cautious approach towards
Washington and the dollar in
Beijing.

The net effect of falling oil prices
and the downturn, however, has

been to make Russia more vulnera-
ble and the Kremlin weaker, ana-
lysts say. Russian officials have be-
gun to send out more conciliatory
signals to the new U.S. administra-
tion.

“We wish the new team success,”
Mr Putin said Wednesday, calling on
it to cooperate.

China, too, is suffering from the
downturn. Many independent
economists, including economists

at the International Monetary
Fund, question whether Beijing
will be able to meet its 8% growth
target this year.

Developed nations are increas-
ingly calling for China to do more to
stimulate its own economy. On
Wednesday, Mr. Wen gave a detailed
account of the four trillion yuan
($585 billion) investment program
China announced in November. “As
a big responsible country” China
was actively boosting domestic, and
particularly consumer demand,
said Mr. Wen.

The headline sum in the program
would likely be equivalent to
around 3% of gross domestic prod-
uct in 2009 and 2010. But even gov-
ernment officials aren’t promising
that much of a boost to the econ-
omy. Zhang Ping, the head of the Na-
tional Development and Reform
Commission, in November esti-
mated it would add about one per-
centage point to GDP growth this
year and next.

That may have seemed like a lot
at the time, but expectations for glo-
bal and Chinese growth have rap-
idly deteriorated since then. Mr.
Wen said growth slowed to 6.8% in
the fourth quarter from the same pe-

riod a year earlier. That’s a little
more than half the 13% gain in 2007,
at the height of the boom. Some
economists believe China could
grow by as little as 5% this year, too
little to provide jobs for the gradu-
ates flooding into the labor market
from Chinese universities and
schools each year and a further drag
on the global economy.

Less noticed in Mr. Geithner’s
repetition of Mr. Obama’s cam-
paign-trail assertion that China
“manipulates” its currency last
week was his argument that the
long U.S.-Chinese dispute over cur-

rency didn’t matter as much as get-
ting China to do more to boost its
economic growth.

“Given the crisis the immediate
focus needs to be on the broader is-
sue of stabilizing domestic demand
in China and the U.S.,” Mr. Geithner
said in his written response to ques-
tions during his Senate confirma-
tion process. “A further slowdown
in China would lead to a substantial
fall in world growth (and demand
for U.S. exports) and delay recovery
from the crisis.”

—Greg White in Moscow
contributed to this article.

Continued from first page

Russia, China assail dollar’s role
DAVOS: WORLD ECONOMIC CRISIS

Russian officials
have begun to send
more conciliatory
signals to the U.S.

Source: International Monetary Fund estimates

The IMF has revised its forecasts downward for year-to-year change in output,
from its previous assessment in November.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX NA NA NA.00 NS NS NS
Am Blend Portfolio I US EQ LUX NA NA NA.00 NS NS NS
Am Growth A US EQ LUX NA NA NA.00 NS NS NS
Am Growth B US EQ LUX NA NA NA.00 NS NS NS
Am Growth I US EQ LUX NA NA NA.00 NS NS NS
Am Income A US BD LUX NA NA NA.00 NS NS NS
Am Income A2 US BD LUX NA NA NA.00 NS NS NS
Am Income B US BD LUX NA NA NA.00 NS NS NS
Am Income B2 US BD LUX NA NA NA.00 NS NS NS

Am Income I US BD LUX NA NA NA.00 NS NS NS
Am Value A US EQ LUX NA NA NA.00 NS NS NS
Am Value B US EQ LUX NA NA NA.00 NS NS NS
Am Value I US EQ LUX NA NA NA.00 NS NS NS
Asian Technology A OT EQ LUX NA NA NA.00 NS NS NS
Asian Technology B OT EQ LUX NA NA NA.00 NS NS NS
Asian Technology I OT EQ LUX NA NA NA.00 NS NS NS
Emg Mkts Debt A GL BD LUX NA NA NA.00 NS NS NS
Emg Mkts Debt A2 GL BD LUX NA NA NA.00 NS NS NS
Emg Mkts Debt B GL BD LUX NA NA NA.00 NS NS NS
Emg Mkts Debt B2 GL BD LUX NA NA NA.00 NS NS NS
Emg Mkts Debt I GL BD LUX NA NA NA.00 NS NS NS
Emg Mkts Growth A GL EQ LUX NA NA NA.00 NS NS NS
Emg Mkts Growth B GL EQ LUX NA NA NA.00 NS NS NS
Emg Mkts Growth I GL EQ LUX NA NA NA.00 NS NS NS
Eur Blend A EU EQ LUX NA NA NA.00 NS NS NS
Eur Blend I EU EQ LUX NA NA NA.00 NS NS NS
Eur Growth A EU EQ LUX NA NA NA.00 NS NS NS
Eur Growth B EU EQ LUX NA NA NA.00 NS NS NS
Eur Growth I EU EQ LUX NA NA NA.00 NS NS NS
Eur Income A EU BD LUX NA NA NA.00 NS NS NS
Eur Income A2 EU BD LUX NA NA NA.00 NS NS NS
Eur Income B EU BD LUX NA NA NA.00 NS NS NS
Eur Income B2 EU BD LUX NA NA NA.00 NS NS NS
Eur Income I EU BD LUX NA NA NA.00 NS NS NS
Eur Strat Value A EU EQ LUX NA NA NA.00 NS NS NS
Eur Strat Value I EU EQ LUX NA NA NA.00 NS NS NS
Eur Value A EU EQ LUX NA NA NA.00 NS NS NS
Eur Value B EU EQ LUX NA NA NA.00 NS NS NS

Eur Value I EU EQ LUX NA NA NA.00 NS NS NS
Gl Balanced (Euro) A EU BA LUX NA NA NA.00 NS NS NS
Gl Balanced (Euro) B EU BA LUX NA NA NA.00 NS NS NS
Gl Balanced (Euro) C EU BA LUX NA NA NA.00 NS NS NS
Gl Balanced (Euro) I EU BA LUX NA NA NA.00 NS NS NS
Gl Balanced A US BA LUX NA NA NA.00 NS NS NS
Gl Balanced B US BA LUX NA NA NA.00 NS NS NS
Gl Balanced I US BA LUX NA NA NA.00 NS NS NS
Gl Bond A US BD LUX NA NA NA.00 NS NS NS
Gl Bond A2 US BD LUX NA NA NA.00 NS NS NS
Gl Bond B US BD LUX NA NA NA.00 NS NS NS
Gl Bond B2 US BD LUX NA NA NA.00 NS NS NS
Gl Bond I US BD LUX NA NA NA.00 NS NS NS
Gl Conservative A US BA LUX NA NA NA.00 NS NS NS
Gl Conservative A2 US BA LUX NA NA NA.00 NS NS NS
Gl Conservative B US BA LUX NA NA NA.00 NS NS NS
Gl Conservative B2 US BA LUX NA NA NA.00 NS NS NS
Gl Conservative I US BA LUX NA NA NA.00 NS NS NS
Gl Eq Blend A GL EQ LUX NA NA NA.00 NS NS NS
Gl Eq Blend B GL EQ LUX NA NA NA.00 NS NS NS
Gl Eq Blend I GL EQ LUX NA NA NA.00 NS NS NS
Gl Growth A GL EQ LUX NA NA NA.00 NS NS NS
Gl Growth B GL EQ LUX NA NA NA.00 NS NS NS
Gl Growth I GL EQ LUX NA NA NA.00 NS NS NS
Gl High Yield A US BD LUX NA NA NA.00 NS NS NS
Gl High Yield A2 US BD LUX NA NA NA.00 NS NS NS
Gl High Yield B US BD LUX NA NA NA.00 NS NS NS
Gl High Yield B2 US BD LUX NA NA NA.00 NS NS NS
Gl High Yield I US BD LUX NA NA NA.00 NS NS NS

Gl Value A GL EQ LUX NA NA NA.00 NS NS NS
Gl Value B GL EQ LUX NA NA NA.00 NS NS NS
Gl Value I GL EQ LUX NA NA NA.00 NS NS NS
India Growth A EA EQ LUX NA NA NA.00 NS NS NS
India Growth B EA EQ LUX NA NA NA.00 NS NS NS
India Growth I EA EQ LUX NA NA NA.00 NS NS NS
Int'l Health Care A OT EQ LUX NA NA NA.00 NS NS NS
Int'l Health Care B OT EQ LUX NA NA NA.00 NS NS NS
Int'l Health Care I OT EQ LUX NA NA NA.00 NS NS NS
Int'l Technology A OT EQ LUX NA NA NA.00 NS NS NS
Int'l Technology B OT EQ LUX NA NA NA.00 NS NS NS
Int'l Technology I OT EQ LUX NA NA NA.00 NS NS NS
Japan Blend A JP EQ LUX NA NA NA.00 NS NS NS
Japan Blend I JP EQ LUX NA NA NA.00 NS NS NS
Japan Growth A JP EQ LUX NA NA NA.00 NS NS NS
Japan Growth I JP EQ LUX NA NA NA.00 NS NS NS
Japan Strat Value A JP EQ LUX NA NA NA.00 NS NS NS
Japan Strat Value I JP EQ LUX NA NA NA.00 NS NS NS
Real Estate Sec. A OT EQ LUX NA NA NA.00 NS NS NS
Real Estate Sec. B OT EQ LUX NA NA NA.00 NS NS NS
Real Estate Sec. I OT EQ LUX NA NA NA.00 NS NS NS
Short Mat Dollar A US BD LUX NA NA NA.00 NS NS NS
Short Mat Dollar A2 US BD LUX NA NA NA.00 NS NS NS
Short Mat Dollar B US BD LUX NA NA NA.00 NS NS NS
Short Mat Dollar B2 US BD LUX NA NA NA.00 NS NS NS
Short Mat Dollar I US BD LUX NA NA NA.00 NS NS NS
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Singapore, Seoul lead gains;
Samsung and Hynix jump

Euro Money Market, Stable
These funds place an emphasis on capital preservation, by limiting maturity to less than 90
days and and maintaining a high level of average credit quality. Ranked on % total return (div-
idends reinvested) in U.S. dollars for one year ending January 28, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS Indosuez BGPI EURiFrance –4.79 –4.93 6.67 NS
Double Horizon Acc

3 AGF Taux 3 Allianz Global EURiFrance –4.80 –5.46 5.54 3.57
Mois Acc Investors France

5 Seligson Seligson & Co EURiFinland –4.88 –5.83 5.64 4.02
Rahamarkkinarahasto A Acc Rahastoyhtiö Oyj

3 Caixasabadell Ahorro Corporación EURiSpain –4.81 –5.89 5.37 3.47
Fonsdiposit FI Acc Gestión

NS Ecofi 3 Mois Ecofi EURiFrance –4.89 –5.89 NS NS
I Acc Investissements

4 eQ eQ Rahastoyhtiö Oy EURiFinland –4.47 –6.06 5.44 3.97
Rahamarkkina 1 K

NS Allianz RCM Allianz Global EURiLuxembrg –4.72 –6.15 NS NS
Enhanced Money Mkt I EUR Inc Investors Luxembourg S.A.

5 Allianz Allianz Belgium EURiBelgium –4.91 –6.16 5.43 4.18
Capital Treasury Acc

5 Alfred Berg Alfred Berg EURiFinland –4.82 –6.20 5.47 4.00
Korko A Inc Rahastoyhtiö Oy

5 BBVA Bonos BBVA Asset EURiSpain –4.97 –6.23 5.37 3.95
Cash Empresas FI Acc Management

Bail denied in Satyam case
India continues
fraud investigation
of tech company
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Japan Airlines and Singapore Airlines joined a parade of airlines retrenching. The
two are cutting flight frequencies as air travel in Asia fell sharply late last year.

More Asian airlines cut capacity

By Chris Oliver

And Rosalind Mathieson

Asia shares ended mostly higher
Wednesday, with indexes in South
Korea and Singapore posting large
catch-up gains after an extended hol-

iday break.
Tokyo and Syd-

ney also rose, as
semiconductor
makers, banks and

mining companies benefited from
some improvement in investor senti-
ment. But the markets’ gains trailed
Tuesday’s strong performance in To-
kyo, Sydney and Mumbai.

Trading volume in the region
was light, with markets in China,
Hong Kong and Taiwan still closed
for the Chinese New Year.

Japan’s Nikkei Stock Average of
225 companies ended up 0.6% at
8106.29, after Tuesday’s 4.9% rally.

Financial stocks gained in Tokyo
with hopes for U.S. action to sup-
port its banking sector and thus in-
ject confidence into global markets.
Sumitomo Mitsui Financial Group
was up 1.2%, and Mitsubishi UFJ Fi-
nancial Group ended 1.2% higher.

Nomura Holdings fell 2.2% after
saying Tuesday it lost nearly $3.8
billion in its most-recent quarter.

South Korea’s Composite index
jumped 5.9% to 1157.98, led by chip
stocks as investors there had their
first chance to react to Friday’s
news that German memory-chip
maker Qimonda had filed for insol-
vency. Investors viewed this as
likely to reduce oversupply and bid
up shares in the sector.

Samsung Electronics gained
nearly 11%, and Hynix Semiconduc-
tor rose by its daily limit of 15%.

Singapore’s Straits Times Index
gained 4.8% to 1766.08, but analysts
said the rally isn’t sustainable. Capi-
taLand rose 5.5%, and City Develop-
ments gained 7.6%.

Australia’s S&P/ASX 200 index
closed up 1.5% at 3495.50, easing
back slightly after hitting a five-day
high of 3505.90.

Westpac Banking rose 5.2% and
ANZ was up 6.5%. Lihir Gold gained
1.7% after its fourth-quarter report
surpassed market expectations.

Miner Rio Tinto fell 2.9% after it
said it wouldn’t rule out an equity is-
sue to help pay down its debt.

A Hyderabad, India, court re-
jectedbailpetitionsforSatyamCom-
puterServicesLtd.founderB.Ramal-
inga Raju, co-founder and brother B.
Rama Raju and former Chief Finan-
cial Officer Srinivas Vadlamani.

The Hyderabad software ex-

porter is in the midst of a crisis after
B. Ramalinga Raju earlier this month
confessed to overstating the compa-
ny’sprofitoverseveralyearsandcre-
ateda fictitious cash balanceof more
than$1billion.Thethreemenwerear-
restedsoonafteronchargesofcheat-
ing, forgery and breach of trust.

Also Wednesday, India’s capital
markets regulator saidthat despite a

courtdecisionitwillcontinuetoseek
therighttoquestiontheSatyamexec-
utives while they are in judicial cus-
tody.

“To get the correct financial posi-
tion we need to talk to different per-
sons, including the Raju brothers,”
Securities and Exchange
Board of India Chairman
C.B. Bhave told reporters.

A Hyderabad court last
week rejected the SEBI’s
plea to question B. Ramal-
inga Raju and B. Rama Raju
on charges of insider trad-
ing.

Satyam is being investi-
gated by various agencies
suchastheSEBI,theSerious
Fraud Investigation Office,
the Registrar of Companies
and the police.

While the investigations are con-
tinuing, Satyam is looking for funds
to meet its immediate working capi-
tal needs.

Twopeoplefamiliarwiththemat-
ter said the company is close to rais-
ing funds from IDBI Bank and Bank of

Baroda Ltd.
While Satyam has sufficient

funds to pay salaries in January,
there are other outstanding issues
that need to be taken care of, they
said.

“Bank of Baroda is an existing
bankon theSatyampanel of
six major banks,” a person
familiar with the situation
said.

This person said that Sa-
tyamalsoisintalkswithCiti-
bank and BNP Paribas for
funding “as these banks too
haveanexistingrelationship
with the organization.”

All four banks declined
to comment.

ASatyam spokeswoman
reiterated Tuesday’s board
statement that it has con-

cluded discussions to raise funds.
Shares in the company rose 18% to

close at 55.45 rupees ($1.14) on the
BombayStock Exchange Wednesday.
 —Deepali Gupta, Ankur Relia

and John Kumar in Mumbai
contributed to this article.
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By Daniel Michaels

Two of Asia’s biggest airlines an-
nounced capacity cuts, in a further
sign of how the global economic cri-
sis is sapping demand throughout
the airline industry.

The planned reductions in flights
at Singapore Airlines Ltd. and Ja-
pan Airlines Corp. follow a string of
profit warnings and retrenchments
announced recently by airlines in
greater China and India. Carriers in-
cluding Cathay Pacific Airways Ltd.
of Hong Kong and China Eastern Air-
lines Corp. this month forecast
weaker results. Indian carriers Jet
Airways (India) Ltd. and Kingfisher
Airlines Ltd. since autumn have
been grounding planes and cutting
routes amid plunging traffic. All Nip-
pon Airways Co. recently said it will
cut flights to China and India.

Across Asia, air travel measured
by passengers and distance in De-
cember fell 6.9% from a year earlier,
after a fall of 8.5% in November, ac-
cording to the Association of Asia
Pacific Airlines, a trade group in
Kuala Lumpur, Malaysia.

Singapore Airlines said Wednes-
day it will cut its number of flights
to London, Zurich, Bangkok, Los An-
geles, Newark, N.J., and across In-
dia. The reductions follow fre-
quency cuts announced in October

to Asian destinations. Singapore Air-
lines, one of the world’s most consis-
tently profitable airlines, recently
announced plans to increase flights
to destinations across the Middle
East. The carrier said it will con-
tinue to modify its network “in view
of the economic downturn.”

Japan Airlines said it is reacting
to “weak demand, especially on in-
ternational routes, resulting from
the global economic slowdown.”

JAL is cutting flight frequency to
New York, Bangkok and Seoul and
using smaller jetliners on several
other routes. International cargo
flights also will be trimmed.

Big Asian carriers started slash-
ing capacity later than many U.S.
and European airlines, which re-
acted to the spike in fuel prices dur-
ing the first half of last year by
grounding older planes and cutting
less profitable routes.

B. Ramalinga
Raju

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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Bill Clinton’s overseas earnings may pose conflict for wife

WASHINGTON—U.S. President
Barack Obama took the case for his
economic-recovery package to busi-
ness leaders Wednesday, telling a
group of 13 executives that he is con-
fident the stimulus legislation will
make it through Congress.

The House of Representatives
was expected to vote on the bill later

Wednesday, and it is likely to pass.
At issue, however, is the amount of
support it will win from House Re-
publicans, who have balked at the
bill’s size and complained it doesn’t
focus enough on tax relief.

The economic-stimulus package
proposed by Democratic House lead-
ers totals $825 billion and includes
three broad pieces: a $365.6 billion
spending measure for such brick-and-
mortar projects as highways and
bridges; a $180 billion measure to
boost jobless benefits and Medicaid,
among other things; and a $275 bil-
lion tax-relief package, which includes
a plan to give a $500 payroll-tax holi-
day to all workers, a proposal from
Mr. Obama’s presidential campaign.

In the Senate, Democrats need
only the support of a few Republi-
cans to collect the 60 votes needed
for passage. But Mr. Obama wants
broad support and to win over some
of the Republicans seeking less
spending and more tax cuts. Wednes-
day’s meeting was part of Mr.
Obama’s effort to appeal to Republi-
can critics and big business. Mr.
Obama said the meeting
with chief executives was
“sober,” given the recession
and thousands of layoffs
across a swath of industries.

Attendees included
Steve Appleton, CEO of Mi-
cron Technology Inc.;
David Barger, CEO of Jet-
Blue Airways Corp.; Greg
Brown, co-CEO of Motorola
Inc.; John Bryson, CEO of
Edison International;
David M. Cote, CEO of Hon-
eywell International Inc.; Debra
Lee, CEO of BET Holdings Inc.; Anne
Mulcahy, CEO of Xerox Corp.; Sam
Palmisano, CEO of International
Business Machines Corp.; Antonio
Perez, CEO of Eastman Kodak Co.;
Eric Schmidt, CEO of Google Inc.;
Michael Splinter, CEO of Applied Ma-
terials Inc.; Wendell Weeks, CEO of
Corning Inc.; and Ron Williams, CEO
of Aetna Inc.

“These are people who make
things, who hire people. They are on
the front lines in seeing the enor-
mous problems in our economy right
now,” Mr. Obama said. “Their ideas
and their concerns have helped to
shape our recovery package, and I’m
grateful that they’re here today to
talk about why it’s so important that

we act, and act swiftly, in or-
der to get this economy
back on track.”

Ahead of Mr. Obama’s
meeting with CEOs, Mr.
Splinter of Applied Materi-
als said action on solar en-
ergy could create jobs and
boost economic growth. Spe-
cifically, Mr. Splinter called
for short-term refundability
of the federal solar invest-
ment-tax credit, the adop-
tion of renewable and solar-

energy sources for federal properties,
and enhancement of the renewable
technology loan guarantee program,
according to a company release.

Addressing critics, Mr. Obama
urged unprecedented transparency
in the way the government spends
stimulus money.

“I know that some are skeptical
about the size and scale of this re-
covery plan,” Mr. Obama said. “I un-

derstand that skepticism, which is
why this recovery plan will include
unprecedented measures that will
allow the American people to hold
my administration accountable.”

Tuesday, Mr. Obama’s trip to Capi-
tol Hill revealed the urgency in Con-
gress and the White House over a
cure for the souring economy. His ad-
ministration indicated that it would
agree to a $69 billion Senate proposal
to shield tens of millions of middle-in-
come Americans from the so-called al-
ternative minimum tax, a priority of
Iowa Sen. Charles Grassley, the top-
ranking Republican on the Senate Fi-
nance Committee. The panel later
folded the change into the Senate bill.

White House officials also spread
the word that Mr. Obama was willing
to drop a proposed expansion of con-
traceptive coverage under Medicaid
that has become a symbol for Republi-
can critics. Late Tuesday, Democratic
leaders agreed to drop that provision,
as well as another measure providing
support for refurbishing the capital’s
National Mall. Both measures had
been lampooned by Republicans.

“I would love to not have to
spend this money,” Mr. Obama said,
according to individuals familiar
with the president’s meetings with
Republicans. Mr. Obama defended

the plan, they said, but suggested he
would be open to new ideas to help
small businesses, and that changes
could come after the House vote.

“We’re not going to get 100%
agreement, and we might not even
get 50% agreement,” Mr. Obama
told reporters after he left the Sen-
ate Republican lunch. “But I do
think that people appreciate me
walking them through my thought
processes on this.”

The magnitude of the spending
bill, and its urgency, drew a swarm
of lobbyists seeking money and tax
breaks. The concrete and asphalt in-
dustries battled over how the gov-
ernment should spend billions pro-
posed for road and bridge repairs,
while dairy and beef cattle produc-
ers butted heads over talk that the
government might buy dairy cattle
for slaughter to drive up depressed
milk prices. Unions backed infra-
structure spending. States sought
budget bailouts.

“When you’ve got $800 plus bil-
lion to spend, you’ll have an equal
number of opinions on how it
should be spent,” said Chris Galen,
spokesman for the National Milk
Producers Federation, the dairy in-
dustry’s main lobbying group.

Concrete lobbyists want more

money for such long-term projects
as interstate highways, bridges and
waterworks—projects that, not coin-
cidentally, use more concrete. The as-
phalt industry prefers repaving and
road repair that use more asphalt.

“When you have a road or high-
way that needs to be fixed quickly, as-
phalt is the way to go,” said Margaret
Cervarich, a vice president at the Na-
tional Asphalt Pavement Association.

Craig Silvertooth, the president
of the Center for Environmental In-
novation in Roofing, said he is con-
cerned that lawmakers have failed to
include tax incentives for energy-ef-
ficient roofs using solar panels. But
the geothermal heat-pump industry—
represented by lobbyists for one
company, Oklahoma-based Climate-
Master Inc.—said it won equal foot-
ing with solar and wind companies
through a 30% homeowner tax credit
in the House bill for installation of a
geothermal heat pump.

Lobbyists for U.S. footwear mak-
ers and retailers want lawmakers to
keep separate their drive to scrap
import taxes on cheap shoes from a
push to lower tariffs on all imported
clothing and textiles.

The shoe lobby sent a letter to
congressional leaders Tuesday ask-
ing for a stimulus provision abolish-
ing the import tax on synthetic, fab-
ric and canvas shoes. The American
Apparel & Footwear Association, the
Footwear Distributors and Retailers
of America and retail footwear com-
panies say the tax can reach 67.5%.

Republican Sen. John Ensign of
Nevada wants to add similar legisla-
tion to the stimulus. But the effort
could fail if combined with a sepa-
rate push by apparel importers to
lower tariffs on all foreign textile and
apparel products. The apparel mea-
sure faces stiff opposition from law-
makers and U.S.-based textile plants.

Business interests also are work-
ing to promote tax proposals in-
cluded in the Senate version of the
stimulus plan, but not, so far, in the
House version.

Both the House and Senate pack-
ages include tax incentives to encour-
age capital investment by businesses,
expand support for development of
renewable energy sources, and help
businesses use current losses to
claim tax refunds against profitable
years in which they paid taxes.

The Senate tax package, which
was approved by the Finance Commit-
tee late Tuesday on a 14-9 vote, also
created a limited tax benefit to encour-
age corporations to restructure debt.

Obama courts business to back stimulus
U.S. president tells industry leaders at White House he is confident $825 billion economic-recovery plan will pass

ECONOMY & POLITICS
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Parsing the plan
The House Democrats’ stimulus package includes both capital spending and 
tax cuts that would increase budget deficits by $526 billion in 2009 and 2010 
and by a total of $816 billion through 2019. An estimate of the cost: 

Source: U.S. Congressional Budget Office
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By Cam Simpson

And Susan Schmidt

WASHINGTON—Former U.S.
President Bill Clinton earned more
than $4.7 million last year in speak-
ing fees from engagements in coun-
tries around the world, including Ku-
wait and China, according to a new
disclosure report, creating poten-
tial conflicts for his wife, Secretary
of State Hillary Clinton.

Mrs. Clinton is one of a handful
of members of President Barack
Obama’s cabinet who will have to
navigate potential conflicts in their
new posts related to their stock hold-
ings, past professions or those of

their spouses. Details emerged in fi-
nancial disclosure reports filed by
members of the new administration
and released Tuesday by the Office
of Government Ethics.

Attorney General-designate Eric
Holder listed in his disclosure his
former clients, including UBS Finan-
cial Services Inc., which he repre-
sented in a discrimination case. Its
parent, Swiss banking giant UBS AG,
is the subject of a major tax investi-
gation at the Justice Department.

William Lynn, tapped by Mr.
Obama for deputy defense secre-
tary, was until recently a lobbyist
for military contractor Raytheon
Co. and will sell company stock val-

ued at up to $1 million when the
shares vest next month. He forfeited
other stock awards by leaving the
company, records show.

Disclosures for all cabinet mem-
bers weren’t made available Tues-
day by the Office of Government Eth-
ics. Those released offer a cursory
first look at the financial profile of
Mr. Obama’s cabinet.

Treasury Secretary Timothy
Geithner, who previously headed the
FederalReserveBankofNewYork,re-
ported $740,000 to $1.7 million in as-
sets,includinga$434,668“severance
payment”fromtheNewYorkFed.The
payment was the value of a supple-
mental retirement plan. Mr. Geithner

was allowed to cash out that plan and
take the payment in a lump sum.

Mr. Geithner’s assets consist
largely of mutual funds, including
several Investment Retirement Ac-
counts and other retirement funds.
He also listed partial ownership of
property on Cape Cod, Mass.

Beyond the wife of a former presi-
dent and a few rain-making lawyers,
the cabinet is heavy with public ser-
vants. Janet Napolitano, the former
governor of Arizona and the new
secretary of the Department of
Homeland Security, was typical of
many of Mr. Obama’s picks. She had
no income beyond her $95,000 gu-
bernatorial salary, and her most

valuable assets, beyond her retire-
ment savings, appear to be a savings
account and a small art collection.

Nancy Sutley, chairwoman of the
White House Council on Environ-
mental Quality, disclosed no assets
outside of her $138,000 salary as a
deputy mayor of Los Angeles, and
her retirement.

Ahandfuloflawyers,includingMr.
Holder, are cashing out of lucrative
law firm partnerships. If confirmed
later this week, Mr. Holder stands to
receivea$1.3million“separationpay-
ment”fromhisfirm,Covington&Burl-
ingLLP,andanadditional$1.7million,
which includes deferred compensa-
tion and pension payments.

By Henry J. Pulizzi, Greg Hitt
and Elizabeth Williamson
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Leverage levels will burden
largest private-equity deals

By Toby Lewis

And Paul Hodkinson

Private-equity company 3i
Group PLC wrote down the value of
its 50 largest assets by 21%, adding
to concerns about the firm’s high
levels of debt, as its chief executive
officer stepped down.

Philip Yea, the CEO, will be suc-
ceeded by Michael Queen, who was
passed over for the top position
when Mr. Yea was appointed in
2004. Mr. Queen had been working
as 3i’s managing director of infra-
structure.

3i is one of the largest private-eq-
uity managers in Europe. It differs
from other large groups in that it
doesn’t invest in megabuyouts. In-
stead, it invests in mid-market com-
panies, such as British lingerie ven-
dor Agent Provocateur and Italian
toymaker Giochi Preziosi, growth
capital and infrastructure, as well
as buying shares in public compa-
nies.

Since arriving in 2004, Mr. Yea
oversaw the firm’s growth in North
America and Asia as well as its
launch of an infrastructure busi-
ness. Rather than sticking with 3i’s
traditional targets, he focused on
bigger investments in more mature
companies, such as the firm’s cur-
rent stake in Gatwick Airport near
London. The holding is valued at
about £2 billion ($1.4 billion).

Mr. Queen, a 3i veteran, had
been one of the internal favorites
to take on the chief executive role
in 2004. In October, Mr. Queen was
named as the firm’s global head of
growth capital. In late 2006, he be-
came the managing partner of 3i’s

infrastructure fund, which was
listed with a £703 million capital
raising in March 2007.

3i also said that sales of assets
for the three months to Dec. 31 were
£345 million and that it made new in-
vestments of £173 million. The com-
pany said its portfolio continued to
achieve earnings growth, but that it
was difficult to tell how current con-
ditions would affect the near-term
outlook.

“Since we published our half-
yearly results in November, condi-
tions in the real economy have been
very challenging and credit markets
have remained dislocated,” said
Julia Wilson, 3i’s finance director.

“In view of this exceptional envi-
ronment, we are publishing the valu-
ation of our largest assets to assist
investors in understanding some of
the implications for 3i,” she added.
These largest assets represented
61% of 3i’s £6 billion portfolio as of
September.

The investment bank J.P. Mor-
gan Cazenove estimated that based

on the information 3i provided on
Wednesday, the firm’s debt level in-
creased from 50% of its portfolio
value to approaching 70% in the
three months to the end of Decem-
ber.

Net debt stood at £2.1 billion,
which 3i said was largely un-
changed.3i’s share price has de-
clined more than 70% over the last
year. It hit a record low in December
as analysts raised concerns about
the group’s use of debt.

3i’s shares in London closed
down 3.5 pence, or 1.4%, at £2.51.

3i Group replaces CEO
Debt grows as share
of portfolio’s value
after a write-down

— 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.

3i
 G

ro
up

U.K. restructurings rise
by 30% in fourth quarter

www.efinancialnews.com

By Liam Vaughan

The number of U.K. companies
entering administration was up by
almost a third in the fourth quarter
last year and the figure is expected
rise further, according to new re-
search, which would boost demand
for the restructuring services of in-
vestment banks and turnaround spe-
cialists.

Administrations, the U.K. equiva-
lent of bankruptcy, were up 30% in
the final three months of last year,
compared with the previous quarter
and were up 20% on 2007 levels, ac-
cording to research from accoun-
tant Deloitte Touche Tohmatsu.

Deloitte predicts the increase will
continue thus year as banks and ad-
visers prepare for the expected glut
by boosting headcount and making
senior appointments in their restruc-
turing divisions. Credit Suisse
Group, Moelis & Co. and Alvarez &
Marsal all have added to their restruc-
turing operations in recent weeks.

Lee Manning, reorganization-
services partner at Deloitte, said:
“Most of the increase in administra-
tion activity only gathered pace to-
ward the end of last year, and with
many economic commentators spec-
ulating that we are only at the tip of
this crisis, we can expect these fig-
ures to increase drastically. Things
are going to become worse before

they get better.”
Deloitte, which has been ap-

pointed on the restructuring of U.K.
retailer Woolworths Group PLC and
chinaware maker Waterford Wedg-
wood PLC has redeployed fifty se-

nior staff and six partners into its re-
structuring business.

According to Deloitte’s analysis,
the property and construction sec-
tor continued to suffer, with admin-
istrations up 73% compared with
2007. The recruitment sector saw
administrations up 232% compared
with the previous year.

Michael Queen, above, will succeed Philip Yea as 3i Group’s chief executive.

Banks and advisers
are adding staff in
their restructuring
operations.

By Toby Lewis

As many as half of the 50-largest
buyouts in Europe will need an injec-
tion of fresh capital over the next
two years, according to panelists at
a distressed-debt conference in Lon-
don Tuesday. The comments all re-
flected concerns about leverage lev-
els as private-equity firms cope
with a downturn.

At the conference, held by U.K.
debt publication Debtwire, panel-
ists said that inappropriate capital
structures, coupled with worsening
economies, will mean some private-
equity-backed companies will be
forced to restructure.

Richard Nevins, a partner at U.S.
law firm Cadwalader, Wickersham
& Taft LLP, said he expected half of
the top-50 buyout deals in Europe to
need some form of restructuring be-
yond changing the terms of the cove-
nants associated with the loan.

Richard Millward, a managing di-
rector in restructuring at U.K. bank
N.M. Rothschild & Sons, estimated
that only 15 to 20 deals “will get into
trouble.”

Mr. Millward said he thought it
was more likely that 20 out of the 50

largest European private-equity
deals still retained the sponsors’ eq-
uity value, but added that 40 out of
50 could need at least a covenant re-
set over the next few years.

Despite the expected uptick in re-
structuring work, sponsors are re-
luctant to invest new money in their
own deals unless they can invest at
the highest level of the capital struc-
ture.

“In the latest deals, private-eq-
uity money is coming in at the super-
priority level” above the banks’ se-
nior debt, as buyout firms are fo-
cused on their own return justifica-
tion, Mr. Millward said.

Debtwire, an arm of data pro-
vider mergermarket Ltd., published
a report Tuesday on the European
restructuring market, which
showed that only one-tenth of re-
spondents said they thought the pri-
vate-equity industry was prepared
for the wave of restructurings in
2009.

Nearly two thirds said they may
need to restructure one or more of
their portfolio companies and, of
those, nearly three quarters said
they would inject new money into a
portfolio company.
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