
n IMF is finalizing a $100 billion
loan from Japan .......................... 8
n U.N. official calls U.S. policies
on nuclear Iran a failure ............ 10
n Continuing live Davos coverage
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Treasury’s Geithner discussed
a plan with Fed Chairman Ber-
nanke and other top U.S. officials
this week that carves certain as-
sets out of the banking system
while offering partial guarantees
on other bad loans held on banks’
balance sheets. The idea is one of
several being contemplated. Page 1

n Ford registered a quarterly
loss of $5.9 billion and said it
will draw on a credit line to bol-
ster its cash position. Page 32

n European business morale
fell to a 24-year low in Janu-
ary, and unemployment jumped
in Germany. Page 2

n Soros’s comments sent the
euro lower. He said that unless
the EU pushes for a global pact
on soured assets, the currency
may not survive. Page 20

n Shell will raise spending
and its dividend despite a
steep slide in oil prices. Page 3

n Raytheon’s defense division
reported a 10% rise in sales amid
growth in U.S. Army programs.
L-3’s net rose 29%. Page 4

n Law firm Linklaters will cut
100 to 120 nonpartner attor-
neys and paralegals as demand
for legal work falls. Page 4

n AstraZeneca said fourth-quar-
ter profit fell 1.4% and disclosed
that it plans to cut 7,400 more
jobs world-wide by 2013. Page 4

n U.S. stocks slumped as un-
ease about the economy
weighed on energy and indus-
trial shares. European bank
and airline stocks fell. Page 20

n U.S. companies kept cutting
jobs and reducing investment,
as durable-goods orders fell
2.6% and 588,000 people made
new jobless claims. Page 12

n Xstrata detailed a $5.9 bil-
lion rights offering and un-
veiled a deal to buy Colombian
coal operations from its major
investor. Page 19

n Hennes & Mauritz intends to
expand despite the economic
downturn’s effect on even its less
expensive clothing stores. Page 4

Workers like these in Lyon struck to urge France to do more to protect jobs and wages ................ 3

Masked crusaders

European capitalism gets a halo

The U.S. Senate girded for ac-
tion on Obama’s economic-re-
covery package, as prospects
rose that at least some Senate
Republicans would support the
new spending and tax cuts. Top
Senate Republicans are raising
doubts about the Senate version
of the package, which is ap-
proaching $900 billion. Page 3

n The U.N.’s ElBaradei detailed
measures the new U.S. adminis-
tration should take to halt Iran’s
nuclear-weapons program, de-
scribing previous U.S. efforts
as “a total failure.” Page 10

n The new U.S. envoy for the
Middle East said the Western-
backed Palestinian government
must play a crucial role in ce-
menting the shaky Gaza truce.
n The U.N. began an emergency
appeal for $613 million to help
Palestinians recover from Isra-
el’s military operations in Gaza.

n Georgia’s opposition parties
issued a joint declaration accus-
ing Saakashvili of leading the
country to catastrophe and de-
manding his resignation.

n Iraq plans to force Blackwa-
ter Worldwide to exit the coun-
try, which could shift the for-
tunes of the private security in-
dustry and push the U.S. to find
alternative contractors. Page 13

n A military judge at Guantan-
amo rejected a request by the
U.S. government to suspend a
hearing for the alleged master-
mind of the USS Cole bombing.

n Illinois Gov. Blagojevich told
his impeachment trial that he
shouldn’t be removed because of
unproven criminal charges and
complaints about his conduct.

n Prime Minister Wen said
China can’t be blamed for fluc-
tuations in currency markets,
an apparent response to pres-
sure from the U.S. Page 11

n Zimbabwe scrapped foreign
currency controls to allow busi-
ness to be done in U.S. dollars
and other currencies, admitting
defeat in a fight against inflation.

n Afghanistan delayed its pres-
idential election by four months
to Aug. 20 to give international
forces time to bolster security.

n Somali pirates hijacked a Ger-
man gas tanker and its 13 crew
in the Gulf of Aden, the third ship
captured in the area in January.

By Damian Paletta

And Deborah Solomon

WASHINGTON—U.S. Treasury
Secretary Timothy Geithner dis-
cussed a plan with Federal Reserve
Chairman Ben Bernanke and other
top U.S. officials this week that
carves certain assets out of the bank-
ing system while offering partial
guarantees on other bad loans held
on banks’ balance sheets.

Such a design attempts to get at

one of the central conundrums fac-
ing policy makers: how to rid banks
of some bad loans without causing
them to write down the value of
other assets. By buying assets that
already are marked down heavily
and insuring those that aren’t, pol-
icy makers could try and sidestep
this issue.

The idea is one of just several be-
ing contemplated by government of-
ficials, and it appears to be a hybrid
between several ideas under consid-
eration for the past month. Govern-
ment officials stressed that conver-
sations still are fluid and that much
could change, though many people
expect a decision by next week.

The announcement is expected
to be coupled with a broad program

aimed at preventing foreclosures.
Mr. Geithner discussed the latest

idea Wednesday afternoon at a
meeting with Mr. Bernanke, Federal
Deposit Insurance Corp. Chairman
Sheila Bair, and Comptroller of the
Currency John Dugan, according to
people familiar with the matter. He
met with his staff throughout the
day Thursday and met with Presi-
dent Barack Obama in the after-
noon, part of a weekly series of meet-
ings on the economy.

The newest idea would set up a
“bad bank,” possibly run by the
FDIC, which would buy certain as-
sets that banks already held for sale,
perhaps in their trading books. Be-
cause these assets are already

Please turn to page 11

By Joellen Perry

DAVOS, Switzerland—One day af-
ter Chinese and Russian leaders fin-
gered a free-wheeling U.S. financial
system as the source of the global
economic crisis, Europeans here are
taking comfort in what they see as
their kinder, gentler version of capi-
talism.

“In Europe, we have a social-mar-
ket economy,” said European Com-
mission President José Manuel Bar-
roso in an interview. “We have uni-
versal health care, a more generous
system of social security, a general
principle of almost free university
education. And we want to keep
that.”

For years, Europe’s more-regu-
lated model of capitalism has been
maligned by some economists as a

study in second-rate market eco-
nomics. Now, as world leaders seek
a way out of the crisis—and aim to
avoid repeating it—U.S.-style capi-
talism is under siege and the Euro-
pean model is getting another look.

America may be stealing a
glance across the Atlantic. As the
U.S. Senate gears up for next week’s

debate on its version of the $819 bil-
lion economic-stimulus package
that the House passed Wednesday,
Mr. Barroso said, “President Obama
is moving toward a European-style
model.” Mr. Barroso, who runs the
executive arm of the 27-nation Euro-
pean Union, cited the new adminis-
tration’s aim to boost health-care
coverage, access to student loans
and public-infrastructure spending
as examples of the U.S’s emerging
European tilt.

After Wednesday’s stinging sug-
gestions from the Chinese and Rus-
sian leaders that the world might
benefit from less reliance on the dol-
lar, many Davos attendees said the
crisis had dented the U.S.’s reputa-
tion. Few predicted the crisis would
cost the greenback its status as the

Please turn to page 11
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U.S. weighs a new plan
to bail out ailing banks
Government entity
may buy some assets
and guarantee others

Strikeout
French walkouts to protest job
cuts will hurt the economy.
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At last, a chink of light
in the stock market? Xstra-
ta’s decision to raise £4.1
billion ($5.83 billion) via a
rights issue is the first big
test of the market by a non-
financial company for
months.

The rights issue coin-
cides with a similar move
by U.K. midcap Cookson,
which is raising £250 mil-
lion, and follows smaller

share placings by Logica
and Helical Bar. Some bank-
ers have estimated Euro-
pean companies need to
raise up to £30 billion. But
not all are certain to get it.

The terms of the Xstrata
deal show just how precari-
ous the market remains.
The U.K.-listed mining
group is offering two new
shares for each existing
share at a 66% discount to

Wednesday’s closing price
of 623 pence. That provides
an enormous buffer to un-
derwriters who must take
up the new shares if the
rights issue fails. Before the
credit crisis, a typical
rights issue discount might
be around 20% to the previ-
ous day’s closing price,
while an emergency rights
issue for a distressed com-
pany might require a 50%

discount.
But with the rights-issue

process due to last five
weeks—an eternity in the
current climate—and a raft
of other big companies ex-
pected to try to raise
money while the window is
open, neither Xstrata nor
its underwriters J.P. Mor-
gan and Deutsche Bank are
leaving anything to chance.
 —Simon Nixon

Is Xstrata diversifying
into the banking business?

How else to explain the
U.K.-listed mining giant’s de-
cision to lend its major
shareholder, Glencore Inter-
national, the $2 billion it
needs to participate in
Xstrata’s $5.9 billion rights
issue? It will use Colombian
coal miner Prodeco, conve-
niently valued at $2 billion,
as collateral.

Neither Xstrata nor
Glencore sees the arrange-
ment this way. The trans-
fer of ownership of Pro-
deco is a genuine acquisi-
tion, albeit one that pro-
vides Glencore with an op-

tion to buy Prodeco back
within a year. Should Glen-
core exercise it, Xstrata
will have earned a mini-
mum 12.5% return on its
cash—probably a lower
rate than the market
might charge a cash-
strapped Glencore right
now, assuming it could bor-
row at all.

Xstrata says it has long
coveted Prodeco. It also ar-
gues that its relationship
with Glencore—responsible
for marketing much of
Xstrata’s production—has
served investors well and
that it is right to help Glen-
core maintain its stake.

How the relationship would
be affected by diluting Glen-
core’s stake is unclear.

Investors may worry
about the high price of
nine times last year’s earn-
ings before interest, taxes,
depreciation and amortiza-
tion, or Ebitda, being paid
for Prodeco. But they will
at least be relieved that
Xstrata is reducing its $16
billion debt pile.

After the rights issue
and related decisions to
scrap this year’s dividend,
shelve projects and close
mines, net debt will fall to
1.4 times Ebitda, according
to J.P. Morgan Cazenove.

That’s above peers like BHP
Billiton and Anglo American—
but well below Rio Tinto.

—Matthew Curtin and
Simon Nixon

A bond market bonanza

Xstrata takes few chances with its large rights issue

The cover of Citigroup’s
2009 credit outlook fea-
tures a pastiche of a U.S.
World War II poster, with
the exhortation to “Buy
War Bonds” replaced with
“Buy More Bonds.”

Investors have taken no-
tice. European bond issu-
ance in January is a record
Œ42.35 billion ($55.64 bil-
lion)—70% more than the
previous record. The bond
market is open again.

This resurgence reflects
investors’ increasing need
for yield. With government
bond yields low and share
dividends under threat, cor-
porate bonds are in the
sweet spot, despite the dete-
riorating economy and declin-
ing corporate profits. The
iBoxx euro corporate nonfi-
nancial index yields 6.2%,
3.36 percentage points more
than government bonds.
Spreads are more than three
times the average between
2003 and 2008.

Government efforts to
support the financial sys-
tem have also helped boost
demand. Bank debt issues
are now mostly government-
guaranteed and are being
issued at much lower
yields, boosting the lure of
nonfinancial bonds.

As a result, cash is flow-
ing into the market from all
directions. That has led to
some popular issues being
spectacularly oversub-
scribed. Nokia’s debut Œ1.75
billion bond sale saw orders
of more than Œ9 billion.

That’s fortunate for bor-
rowers, since the market
faces pent-up supply as
companies try to reduce de-
pendence on banks. While
spreads have risen, absolute
yields have fallen from Octo-
ber’s peak of 7.2%. At 6.2%,
they aren’t that far above
the average of 5.04% for the
period from 2001 to 2008.

The performance of new
issues has been good, too,
with spreads tightening rela-
tive to government bonds.
That is creating an opportu-
nity for some investors to
take profits quickly and re-
cycle the cash into the next
new issue. Outsize order
books mean any such sales
are mopped up quickly.

The pace may slow some-
what in February. Earnings
season means many compa-
nies will be in blackout peri-
ods. But with demand
strong and companies eager
to make sure they have fund-
ing in place, the market is
set for a busy few months.
 —Richard Barley

Rescue terms for Citi include heightened U.S. oversight

Ford reports a $5.9 billion quarterly loss
Auto maker insists
bailout not needed,
but concern grows

Xstrata plays lender

By Matthew Dolan

And Jeff Bennett

DETROIT—Ford Motor Co. re-
ported a larger-than-expected loss
of $5.9 billion in the fourth quarter,
raising fresh questions about how
long the auto maker can survive
without a government bailout.

The second-largest U.S. auto
maker said it will draw down a $10.6
billion line of credit to improve its
cash position and pledged to reduce
structural costs by another $4 bil-
lion this year. But analysts voiced in-
creasing concern that rapidly deteri-
orating demand for cars and trucks
world-wide and the heightened risk
of bankruptcies at other auto mak-
ers and suppliers could force Ford
to seek a loan package, as General
Motors Corp. and Chrysler LLC
have already.

After burning through more
than $5 billion in cash in the fourth
quarter, the Dearborn, Mich., com-
pany was left with $24 billion in to-
tal liquidity at the end of 2008. That
figure was eclipsed by the $25.8 bil-
lion Ford carries in debt.

Despite those concerns, Ford in-
sisted it has no plans to seek direct
government loans barring a “signifi-
cant event,” which Chief Executive
Alan Mulally described as anything
from the collapse of one of its com-
petitors to a severe disturbance in
the already-depressed economy.

“We don’t anticipate using gov-
ernment funds,” Mr. Mulally said

when repeatedly asked about the
possibility of governmental loans
during a conference call with ana-
lysts and reporters Thursday.

Though Ford hasn’t received
loans similar to the $17.4 billion com-
mitted to GM and Chrysler, it contin-
ues to explore a variety of govern-
mental programs across the globe
to shore up its bottom line. Its ef-
forts include asking for $5 billion
from the U.S. Department of Energy
to meet future fuel-efficiency stan-
dards and seeking low-interest gov-
ernment loans in Canada and possi-
bly Sweden through its ailing Volvo
brand.

Ford expects to lose money this
year and 2010. But Mr. Mulally reit-
erated that the company aims to
break even in 2011, despite the
gloomy industry outlook.

The company said it is scaling
back production to meet current de-
mand, cutting production by 41%
this quarter compared to a year ear-
lier

Ford’s job cuts in North America
have already been severe, with its

work force dropping to 75,000 at
the end of 2008 from 122,000 in
2006. The company is eliminating
another 1,200 jobs in its credit arm.
It will also shed about 1,500 addi-
tional hourly employees by ending
its “jobs bank” program, which con-
tinued to pay idled workers.

“Ford and the entire auto indus-
try faced an extraordinary slow-

down in all major global markets in
the fourth quarter and that clearly
had an impact on our results,” Mr.
Mulally said.

At the end of last year, Chrysler
and GM sought and won low-inter-
est loans from the federal govern-
ment to keep themselves afloat.

Ford opted out of the loans but re-
quested a $9 billion line of credit to
use if the economy worsens. That re-
quest hasn’t been acted upon. Access-
ing the federal loans would open the
company, still dominated by the Ford
family, to government involvement.

For the fourth quarter, Ford’s net
loss more than doubled to $5.9 bil-
lion, or $2.46 a share, while its full-
year loss ballooned to $14.6 billion
from $2.72 billion for 2007. It was
the worst loss in company history.

The pretax loss from its global au-
tomotive operations widened to
$3.3 billion from $889 million for
the same period in 2007 as the com-
pany idled plants around the world.
Fourth-quarter revenue fell to $29.2
billion from $45.5 billion.

Ford succeeded at easing its cash

burn during the fourth quarter and
finished the year with $13.4 billion
on hand. Chief Financial Officer
Louis Booth said he expects cash
burn to slow significantly during
the year compared with 2008.

The year promises more slumping
sales around the globe as many econ-
omies slip into a recession. U.S. auto
sales in 2008 declined 18% to 13.24
million vehicles—the lowest total
since 1992, The number of cars and
trucks sold in the U.S. could fall to as
low as 10.5 million units this year.

Mr. Booth said he see no signs of
recovery in any of the markets
around the world and doesn't ex-
pect a bottoming out until the sec-
ond half of the year. He expects the
U.S. economy to lead the rest of the
world out of the recession.

Ford, looking to halt some its fi-
nancial erosion, sold its Jaguar and
Land Rover brands in 2008 and is
preparing to sell Volvo, which
posted a pretax loss of $736 million
for 2008's fourth quarter, down
from break-even a year earlier.

X-rated 
Xstrata’s daily closing
share price in London 

Source: Thomson Reuters Datastream
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By David Enrich

And Damian Paletta

Citigroup Inc. has recently
started operating under a regula-
tory agreement that could subject
the company to greater restrictions
on its operations.

Citigroup disclosed the exist-
ence of the regulatory agreement in
documents filed in late December
with the Treasury Department as

part of the government’s rescue of
the company. Treasury posted
those documents on its Web site
Wednesday as part of an effort to im-
prove the transparency of the fed-
eral banking bailout program.

In a contract spelling out terms of
the bailout package, Treasury re-
quired Citigroup to disclose whether
itoranyof itssubsidiaries are subject
toanycease-and-desistorders,mem-
orandums of understanding, consent

orders, or other enforcement actions
or regulatory agreements.

Inadocumentattachedtothe con-
tract, Citigroupdidn’t check a box in-
dicating that it isn’t operating under
any such directives.Instead, the doc-
ument states: “Certain items previ-
ously disclosed to the company’s ap-
propriate federal banking agency.”

The document didn’t describe the
nature of the regulatory agreement
or which government entity the

agreementiswith.Italsowasn’tclear
whether the agreement pertained to
Citigroup itself or to one of its subsid-
iaries.Apersonfamiliarwiththemat-
ter said the document’s reference to a
regulatory agreement doesn’t per-
tain to U.S. bank regulators.

“This does not restrict the activi-
ties of Citigroup in any material or
significant way,” said Citigroup
spokeswoman Shannon Bell. She de-
clined to elaborate.
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By Paul Hannon

Job cuts and reduced activity at
euro-zone businesses helped to
send business morale to a 24-year
low this month, according to Euro-
pean Commission surveys. Euro-
pean business confidence is slump-
ing, while unemployment is rising
sharply in Germany.

Adding to concerns, other fig-
ures released Thursday showed
that banks cut their lending to busi-
nesses in December. This was the
first fall since records began in
1991, although banks have been cut-
ting lending to households since
October.

The low morale and slow credit
flows suggest economic growth
will slow drastically in coming
months, giving the European Cen-
tral Bank fresh cause to consider
another cut in its key interest rate.

The overall economic senti-
ment of the euro zone in January

fell to an index reading of 68.9
from 70.4 in December, bringing
the measure to its lowest level
since the commission began its sen-
timent survey in 1985. National
measures hit a record low in Bel-
gium, Germany, Italy, the Nether-
lands, Austria, Portugal, Slovakia
and Slovenia.

As orders shrink, euro-zone fac-
tories have boosted their spare ca-
pacity to the highest levels since
the survey began in January 1990,
and businesses are increasingly
opting to cut their payrolls.

In January, German businesses
chose to cut jobs in a big way, swell-
ing the numbers of unemployed in
the euro zone’s largest economy
by 56,000, the German govern-
ment labor office reported Thurs-
day. That total was above the
33,000 who lost their jobs in De-
cember.

“Recession has finally arrived
on the German labor market,” said
Martin Lueck, an economist at
UBS. “We ... expect unemployment
to go up sharply in 2009 and fore-
cast the jobless rate to stand at 9%
at year end.” The unemployment
rate rose to 7.8% from 7.7% in De-
cember.

Manufacturers and service pro-
viders in the euro zone told the
commission in its survey they in-
tend to cut payrolls in the coming
months.

The Central Bank of Ireland
said it expects Ireland’s jobless
rate to jump to 9.4% in this year,
from 6.2% in 2008, as gross domes-
tic product contracts by 4% in
2009, a deeper recession than the
bank had previously estimated.

In a quarterly survey of manu-
facturers, the European Commis-
sion found that factories were run-
ning at 75.2% of capacity at the
start of the first quarter, down
from 81.6% at the start of the
fourth quarter.

“The output gap is widening at

an alarming pace,” said Aurelio
Maccario, an economist at Uni-
Credit in Milan.

Confidence among banks and
other financial-services compa-
nies collapsed in December, with
the commission’s measure falling
to minus 22 from minus 9.

The European Central Bank’s
monthly figures for bank lending
in the currency area, also released
Thursday, explain why sentiment
fell so far.

As 2008 drew to a close, banks
were cutting back on lending to
both households and companies.

Lending to companies fell by
Œ15 billion ($19.7 billion), while
lending to households fell by Œ20
billion. Bank lending to the private
sector as a whole fell for the first
time since records began in 1991,
by Œ47 billion, or 0.4%.

“It has taken 16 months for the
financial-market crisis to have a
significant impact on banks’ abil-
ity to lend to the ... corporate sec-
tor,” said Daniele Antonucci, an
economist at Merrill Lynch.

“These numbers provide more evi-
dence that credit constraints are
becoming more severe.”

The euro-zone economy con-
tracted by 0.2% in both the second
and third quarters. Surveys and
economic indicators indicate that

the recession continued into the
fourth quarter.

The International Monetary
Fund on Wednesday forecast that
the euro-zone economy will con-
tract by 2% this year, with Germa-
ny’s economy shrinking by 2.5%.
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By Ben Casselman

GRAND PRAIRIE, Texas—The re-
cession hit Chuck Smith on May 30,
after lunch. The 42-year-old father
of four was in his small office in a sub-
urb of Dallas when his boss walked
in and closed the door. His troubled
look gave away the news before he
said a word.

Mr. Smith knew he had been work-
ing on borrowed time. Metrostudy,
the housing market research firm
where he worked as a staff consult-
ant since 2005, had seen its business
drop. A glut of homes prompted
builders to stop building, eliminating
their need for Metrostudy’s market
information. That prompted Metro-
study to cut back on its consulting,
eliminating the need for Mr. Smith.

The few moments it took for Mr.
Smith’s boss to relay his company deci-
sion to lay him off launched a series of
actions that in subsequent weeks and
months have rippled through the econ-
omy, affecting the lives of individuals
and companies—one as far as Finland.

The Smiths sat down at the
kitchen table one evening in early
June to crunch the numbers. With a
stack of bills and his wife’s paycheck,
which would now have to support
the family, the Smiths laid out their
financial life on a white legal pad.

The math wasn’t pretty. Mr.
Smith had earned about $90,000 at
Metrostudy. His wife, Kimberly,
earns about the same at a retail mar-
keting firm. The family concluded it
needed to cut its spending nearly in
half.

The Smiths weren’t unusually lav-
ish spenders, but they rarely
stopped to think before spending
money: new computers at Christ-
mas, new videogames for the kids’
birthdays, a new car at the first sign
of trouble from the old one. If the
money in the checking account
wasn’t enough to cover it, well,
that’s what credit cards were for.
They accumulated more than
$25,000 in credit-card debt.

Now they realized those carefree
spending habits were the first thing
that had to go. Mr. Smith stopped pe-
rusing the list of new video releases
and buying DVDs that would go un-
watched for months. Mrs. Smith
stopped shopping at Harold’s, the
upscale clothier that had been a fa-
vorite since her days at the Univer-
sity of Oklahoma.

Thousands of other shoppers
were making similar decisions to

cut back, and the drop
in sales sent Harold’s,
already struggling to
compete with larger ri-
vals, underwater. The
60-year-old chain
filed for bankruptcy in
November, and this
month closed all 43 of
its stores in 19 states.

Among the 50-plus
employees listening to
the grim announce-
ment at Harold’s Dallas
headquarters on Nov. 7
was Amanda Martin, a
27-year-old newlywed
who had worked for
nearly five years as a
merchandise planner.

Ms. Martin knew
Harold’s had been
struggling, but the
news still came as a
shock. Her husband,
Kyle, worked for Belo
Corp., the local televi-
sion giant that has
faced its own recent fi-
nancial challenges, and
was pursuing an
M.B.A.—a long-term in-
vestment they sud-
denly weren’t sure
they could afford. So
the Martins, like the
Smiths, sat down to fig-
ure out how to slow
their spending.

In the end, the
M.B.A. program
stayed. But Ms. Mar-
tin’s weekly shopping
trips to J. Crew “just to
see what’s new” did
not. Nor did the cou-
ple’s frequent Wednesday night din-
ners at Café San Miguel. Ms. Martin,
who had watched the slowdown in
spending ruin her former employer,
felt guilty about the decisions she
was making—though she had no
choice.

“I kept thinking, I’m cutting back
my spending, which is hurting this
store, which could put them in the
same position we were in,” she said.

At Café San Miguel, co-owner
and Chef Hugo Galvan already had
noticed his regulars were becoming
less regular, and when they did
come, they weren’t ordering as
many $7.50 pomegranate margari-
tas. So Mr. Galvan made savings ad-
justments of his own, buying less li-
quor, cutting back orders to his food

suppliers and asking kitchen staff to
carefully watch portion sizes.

So far, Mr. Galvan has been able to
avoid laying off workers, but only by
cutting back their hours by as much
as eight a week. But that might not be
enough.

“Most of my people, they’ve
been with me since the beginning,”
Mr. Galvan said. “When it gets slow,
someone’s got to go home early.”

At the Smiths’ kitchen table, it
was clear that cutting back on their
impulse purchases wasn’t going to
be enough to make the numbers bal-
ance out.

The Smiths took a hard look at
one of the biggest expenses after
their mortgage: child care. Between
day care for their two- and three-

year-old children, after-school care
for the six- and 10-year-old, and sum-
mer programs for all four, the Smiths
were set to pay $22,000 in child-care
expenses last year. Now, with Mr.
Smith free to stay home with the
kids, those expenses are gone.

The Smiths’ savings are Marty
Kidd’s loss. Mr. Kidd runs the day-
care center where the Smiths had
been sending their younger children,
and said he has been losing five fami-
lies a month to the economy as many
make alternative arrangements to
save money.

“Grandmas are coming out of the
woodwork,” Mr. Kidd said.

The local Boys and Girls Club,
which runs the after-school pro-
gram the Smiths’ older kids had at-

tended, is even more
vulnerable. Enrollment
has fallen 7% in the past
year, and almost all the
losses came from the
60% of children who
pay the full, $180-a-
month fee. That has
made it hard for the pro-
gram to pay for the 40%
of students who receive
financial aid—the
needy children the pro-
gram exists to help.

Steve Wurm, the
club’s president, said
the nonprofit already
has cut its annual bud-
get from about $2.5 mil-
lion to just over $2.3
million. So far, the
agency has instituted a
wage freeze, cut back
hours of part-time
workers and laid off
one clerical worker—
setting off yet more rip-
ples through the com-
munity.

Some of the Smiths’
smallest cuts reached
the farthest. One of the
first expenses to go was
Mr. Smith’s $43
monthly membership to
24 Hour Fitness, a local
gym. The chain of more
than 400 clubs in 16
states has been trying to
cut its own costs as cus-
tomers scale back. So
the company has pres-
sured vendors such as
fitness equipment manu-
facturer Precor to slash
prices. That has hurt Pre-

cor’s profits, which in turn hurt the
profits of its Finnish parent com-
pany, Amer Sports Corp. Last month,
Amer Sports warned investors that it
would miss its 2008 earnings target
in part due to Precor’s poor perform-
ance.

Mrs. Smith has been more reluc-
tant to cut out her own fitness spend-
ing, $40 sessions with her personal
trainer, Kurt Moore. She has reduced
them but she warned Mr. Moore she
may have to stop. “He knows that he is
still a luxury that is on the chopping
block,” Mrs. Smith said as she sewed
up a torn pair of pants.

Mrs. Smith wouldn’t be the first
customer Mr. Moore has lost to the
economy. He lost a banker and an in-
surance agent, and other remaining
customers have reduced their ses-
sions. The 42-year-old and his wife
are watching their spending, putting
off plans for a $20,000 addition to the
house and thinking twice about hav-
ing a second child. “If I lose a couple
more clients, then I will definitely be
concerned,” Mr. Moore said.

By many measures, the Smiths
are fortunate. They can cover their
mortgage for their modest, two-
story brick house. They now buy ge-
neric cereal at Wal-Mart instead of
brand names at Target, but they
aren’t worried about putting food on
the table.

Still, the family embodies the
downshift in consumer spending. “I
understand that we need to spend
money to get the economy moving,”
Mr. Smith said, but he doesn’t feel like
he can afford that.

The family has appreciated the
one luxury Mr. Smith’s layoff does af-
ford: more time together. “We’ll
make it work,” he said. “We have to
make it work.”
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The effects of one family’s belt tighteningKeeping up with the Smiths

The Smiths 
also stop 
eating out…

As Applebee’s 
revenues 
fall…

and its parent 
company, 
DineEquity 
lays off 
workers.

The Smiths 
stop getting 
lattes…

As Starbucks 
closes 28 
stores in the 
Dallas area.

The Smiths 
stop shopping 
at Brighton 
Collectibles…

Causing job 
worries for 
store manager 
Carol Rice…

Who eats out 
less at BJ’s 
Brewhouse. 

The Smiths 
cut back on 
phone 
service…

As AT&T 
lays off 
12,000 
workers.

A layoff in one family ripples through town

By William M. Bulkeley

The economic downturn de-
railed Eastman Kodak Co.’s turn-
around as consumers slashed pur-
chases in the crucial holiday sea-
son, leading to a net loss and plans
for 3,500 to 4,500 more layoffs.

Kodak said it can’t provide final
results for the fourth quarter be-
cause it expects to take potentially
material non-cash charges on some
assets and goodwill that have de-
clined in value.

Sales fell 24% to $2.43 billion,
with film down 27% and digital
products such as cameras, printers
and picture frames down 30%. The
graphic communication business,
which sells presses and supplies to
commercial printers, declined 14%.

Only the film business was profit-
able in the quarter.

The Rochester, N.Y., company,
which had been expected to post a
profit for the usually strong fourth
quarter, had a preliminary net loss
of $137 million, or 51 cents a share,
compared to a year-earlier profit of
$215 million, or 71 cents a share. The
latest quarter was hurt by $112 mil-
lion, or 42 cents a share, in charges
for restructuring and litigation.

Kodak stock was down $2.08, or
29%, to $4.99 in 4 p.m. composite
trading on the New York Stock Ex-
change Thursday, reaching its low-
est level in at least 40 years.

Shannon Cross, of Cross Re-
search, said she is “concerned about
Kodak’s long-term survival” be-
cause it “burned through $400 mil-

lion in cash” last year with rela-
tively few restructuring programs,
and it now plans to spend up to $275
million to downsize this year.

Kodak said it had $2.1 billion in
cash at the end of the year versus
$1.3 billion in debt. However, it said
that it expects to violate covenants
of its revolving debt agreement
later this year as it pays severance
and other restructuring costs.

In a conference call with ana-
lysts, Frank Sklarsky, Kodak’s chief
financial officer, said that it has be-
gun negotiating with lenders. He
said Kodak doesn’t anticipate need-
ing to use the revolving debt line
this year, but said he wants to pre-
serve financial flexibility by main-
taining it. “We’re really comfortable
with our liquidity in 2009 and well

into 2010,” Mr. Sklarsky said.
Antonio Perez, Kodak’s chief ex-

ecutive officer, said that he antici-
pates continued consumer spend-
ing declines in the first half of 2009.
He said Kodak will examine its port-
folio of business to see whether
some should be sold or turned into
partnerships with other companies
to reduce costs. He noted Kodak’s
digital transformation had been pro-
gressing well through the first nine
months of the year with consumer
digital revenue growing 14% before
collapsing in what is “traditionally
our largest quarter.”

Kodak said its digital cameras
and video cameras gained share
against competitors. However, sales
of snapshot printers, a once lucra-
tive category, virtually disappeared.

Kodak to resume job cuts amid weak sales

Kimberly Smith reads to Vanessa and Daniel while Guerin, front left, and Matthew play with light sabers at the
family’s home Tuesday in Grand Prairie. The Smiths have spent the past eight months adjusting to one income after
Chuck Smith lost his job in May. Many in the Dallas area have cut back on spending, hurting local businesses.
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By David Gauthier-Villars

PARIS—Striking labor unions
brought parts of France to a near
halt on Thursday, just months af-
ter President Nicolas Sarkozy de-
clared victory over the country’s
culture of frequent work stop-
pages.

A nationwide strike, led by pub-
lic-sector unions but joined by
some in the banking, automobile
and other industrial sectors,
closed schools and disrupted ser-
vices. Workers held marches in
most major cities, saying they
were protesting tough living condi-
tions, including low wages and
fear of losing their jobs. They also

had a variety of individual com-
plaints: Teachers wanted smaller
classes and transport workers
higher pay.

“I marched with 20,000 people
this morning,” Alain Cambi, a na-
tional delegate with the railway
union Sud Rail, said in a telephone
interview from a rally in Saint Eti-
enne, in southern France. “You’d
have to be quite deaf not to hear
people’s suffering.”

The strike, the biggest national
protest since Mr. Sarkozy took of-
fice, was also a battle over the pres-
ident’s attempts to change the
country. After Mr. Sarkozy was
elected in May 2007 on promises
to put France back to work, he in-

troduced the so-called minimum
service law: Some trains would run
during a transport strike
and children would be able
to spend the day at school
during a teachers’ strike. In
July, he smiled and told an
audience from his UMP
party that now, “when
there is a strike, no one no-
tices.”

Unions said Mr. Sarkozy
couldn’t claim that was the
case on Thursday.

Only one-third of re-
gional trains ran in the
Paris area, the Marseille subway
shut down and only half of long-dis-
tance trains circulated. In addi-

tion, about a third of short-haul
flights were canceled and many

schools were closed.
Ahead of the strike,

Mr. Sarkozy had said it
was “normal” that peo-
ple with grievances
would want to protest.
Late Thursday, the presi-
dent said in a statement
that he will meet union
delegates in February “to
agree on a program of re-
form to be conducted in
2009 and on the methods
to implement it.”

Labor unions said they will con-
fer next week to see whether to call
for another day of protest soon.

Nationwide strike disrupts services in France

Nicolas Sarkozy

New stage for stimulus bill
Some Republicans
are likely to support
legislation in Senate

By Guy Chazan

LONDON—Amid deep gloom in
the oil patch, Royal Dutch Shell PLC
struck a discordantly bullish tone
Thursday, saying it was raising divi-
dends and capital spending this
year despite a steep slide in the oil
price and a weak global economy.

That cheered investors, who
have worried that some oil compa-
nies may be forced to cut their pay-
out if oil prices stay low for months
or years to come.

The move was in sharp contrast
to ConocoPhillips, which has been
hit much harder by the global slow-
down and said Wednesday it is cut-
ting staff and slashing its capital
budget. On Thursday, Chevron
Corp. said it would hold the line and
spend $22.8 billion on capital
projects in 2009, nearly identical to
its spending last year. The Califor-
nia-based company has warned its
profits would drop amid lower en-
ergy prices and refining margins. It
reports earnings on Friday.

Shell announced a net loss of
$2.81 billion in the fourth quarter,
largely as a result of lower oil
prices. It said its overall net profit
for 2008 was $26 billion. Shell’s net
profit on a current cost of supply ba-
sis—a measure that strips out
changes in the value of inventories
and is closely watched by investors—
stood at $4.79 billion, down 28%
from a year earlier. The results were
largely in line with analysts’ expecta-
tions.

With recession damping demand
for energy, the price of oil has fallen
by more than $100 a barrel since
last summer, badly denting Big Oil’s
revenues. Yet industry costs have re-
mained stubbornly high. Jeroen van
der Veer, Shell’s chief executive,
said that while crude was now back
to the same level it was trading at
five years ago, costs have doubled
since then. He said conditions in the
downstream part of the business—
refining, marketing and petrochemi-

cals—were as tough now as they
were in the early 2000s, when crude
was around $25 a barrel.

“That is a hard landing, and it
puts a lot of pressure on the indus-
try,” he said. Costs would come
down—they already had for on-
shore drilling rigs and steel—but
only after a lag of 12 to 18 months,
he added.

Yet despite the tough environ-
ment, Shell would stick to a policy of
paying “competitive and progres-
sive dividends” and making “signifi-
cant investments,” Mr. van der Veer
said. He announced a dividend of
$0.42 per share for the first quarter
of 2009, up 5% from a year earlier,
and said capital spending this year
would rise to between $31 billion
and $32 billion, compared with $30
billion in 2008.

While majors like Shell and
Conoco are continuing to spend,
however, many smaller producers
are slashing spending in the face of
tumbling revenues. Occidental Pe-
troleum Corp. on Thursday became
the latest independent oil company

to announce such a move, saying it
would reduce its capital budget by
25%, to $3.5 billion in 2009. The com-
pany said it is canceling some drill-
ing contracts, even when it needs to
pay termination fees.

But even as they cut spending,
smaller producers may enjoy an ad-
vantage over their giant counter-
parts in their ability to focus on
smaller but still profitable projects.
Occidental, the first large indepen-
dent producer to report fourth-quar-
ter earnings, said it earned $443 mil-
lion in the fourth quarter, down 69%
from a year earlier but a sharp con-
trast to the losses posted by Shell
and Conoco for the quarter. Revenue
for the quarter fell 27% to $4 billion.

“The coming months will be chal-
lenging for all companies in all in-
dustries,” Occidental Chief Execu-
tive Ray Irani told investors. But he
said, the company’s “low-risk, low-
leverage profile” would allow it to
remain strong.

Analysts welcomed Shell’s plan
on its dividend and spending, in
what they described as a clear sign
of the company’s confidence in the
business. They noted that Shell’s
strong balance sheet and healthy
cash flow meant it was better
placed than others to sustain its pay-
out, even in a low oil-price environ-

ment. “[It] sends an encouraging
sign of commitment to the market,”
wrote Peter Hutton of NCB in a note
to clients.

Although Shell said it would
spend more this year than last, it
has also postponed some decisions
on major investments in the hope
that costs may come down. These in-
clude Carmon Creek in Canada;
Mars B, an oil project in the Gulf of
Mexico; and the Pierce field in the
U.K. Last year, it also announced it
was putting off a decision to expand
its Athabasca oil sands develop-
ment in northern Canada.

Peter Voser, Shell’s chief finan-
cial officer, said it cost $38 a barrel
to produce oil in Canada’s oil sands,
with energy costs accounting for
around a fifth of that. With crude
now trading at around $40 a barrel,
that puts the economics of oil sands
under intense pressure, and several
oil sands operators have announced
delays or cancellations of big
projects.
 —Russell Gold and Ben Casselman

contributed to this article.

Despite low oil prices, Shell to boost dividend and spending

By Greg Hitt

WASHINGTON—The Democratic-
controlled Senate girded for action
next week on U.S. President Barack
Obama’s economic recovery pack-
age, as prospects rose that at least
some Senate Republicans would sup-
port the new spending and tax cuts.

Top Senate Republicans are rais-
ing doubts about the Senate version
of the package, which is approach-
ing $900 billion. “In a time of tril-
lion-dollar deficits, we cannot af-
ford Washington business-as-
usual,” Senate Minority Leader
Mitch McConnell (R., Ky.) said
Thursday. “Are these projects really
necessary? Will they stimulate the
economy? Should we ask the Ameri-
can people to foot the bill?”

Maine Sen. Olympia Snowe, who
holds a Republican seat on the tax-
writing Finance Committee, is emerg-
ing as a strong supporter. “We must
simply begin to restore confidence
among the American people in the fu-
ture of our economy,” she said in a
statement issued after she voted this

week for the tax-relief package dur-
ing Finance Committee action.

After Sen. Snowe, congressional
aides suggest four to six other Re-
publican senators could be poten-
tial supporters.

Not a single Republican voted
Wednesday for the House’s $819 bil-
lion package, which provides an array
of tax cuts and a heavy dose of new
spending, including investments in
everything from new roads and
bridges to an expansion of jobless ben-
efits and food assistance for the poor.

The vote reflected philosophical
differences over the role of govern-
ment in the private sector. But for

Republicans it was also an effort to
ensure Democrats have ownership
of the issue, forcing them to take the
blame if the plan fails and the econ-
omy continues to weaken.

In the wake of Wednesday’s
House vote, Mr. Obama himself sug-
gested the legislation could be re-
vised to bring on Republicans.

For example, Maine’s other Re-

publican senator, Susan Collins,
said she wants to work “with my col-
leagues on both sides of the aisle to
come up with a final stimulus pack-
age that will indeed jump-start our
economy.” But she worries that not
all of the proposed spending—an
aide points to a proposal research
on pandemic flu—is appropriate for
the stimulus package. “We need to
try and achieve the right balance,
the right size, and the right mix of
tax relief and spending proposals,”
Sen. Collins said. “I am not at all cer-
tain that we have achieved these
goals in this bill.”

Sen. Arlen Specter (R., Pa.) said
he wants “to be helpful to the new
administration,” but he, too, wor-
ries about the spending, as well as
the rapid pace of action. The White
House wants approval by mid-Febru-
ary. “I have grave doubts that that’s
a wise course of action,” he said.

Senate debate on the package is
expected to begin Monday and
could take several days. Heading
into next week, Democrats have
eased tensions by setting the stage
for an open amendment process,
which will allow Republicans to of-
fer a number of alternatives. They
have also already made an effort to
reach out to Republicans, agreeing
to a proposal by Iowa Sen. Charles
Grassley (R., Iowa) that would hold

millions of middle-income taxpay-
ers harmless from the alternative
minimum tax, a levy originally de-
signed to hit the wealthy.

Senate Majority Leader Harry
Reid (D., Nev.) predicted a number
of Republicans will eventually climb
on board by the time the bill makes
it through the Senate and negotia-
tions conclude on a final compro-
mise package. “It’s easy to sit back
and nitpick about ‘Why did they do
this, why did they put more here?’ ”
Mr. Reid said. “But we’ve done the

best we can, and we think it’s going
to be very good for the country.”

To raise pressure on senators, a
coalition backing the recovery pack-
age, which includes labor and envi-
ronmental groups, announced
Thursday it will air ads around the
country to encourage Republicans
“to support the Obama plan for jobs,
not the failed policies of the past.”
The ads will run in Maine, New
Hampshire, Iowa and Alaska.
 —Naftali Bendavid

contributed to this article.

President Barack Obama suggested that his proposed economic-recovery package
could be revised after House Republicans unanimously voted against it Wednesday.
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Enterprise Rent-A-Car laid off 2,000 employees in November to trim costs.

Car-rental outfits sputter
U.S. bailout sought
amid credit crunch
and fewer customers
By Paulo Prada

Add rental-car companies to the
list of those seeking a bailout from
the U.S. government.

Stagnant credit markets, slump-
ing demand for travel and the auto-
mobile industry’s hardships are hob-
bling U.S. rental-car companies like
no other downturn since the modern
industry emerged in the 1970s.
Fewer travelers are renting cars.
And rental-car companies are strug-
gling to find buyers for their used au-
tomobiles and secure financing to
purchase new ones to replace them.

Now, Avis Budget Group Inc.,
Hertz Global Holdings Inc. and
other rental-car companies are lob-
bying the U.S. Congress to allow
them to use Troubled Asset Relief
Program funds to finance new auto
purchases. The House of Representa-
tives included a clause in a TARP re-
form bill that it passed last week to
give the government authority to
back loans to rental-car companies
and other fleet purchasers. The bill
has now moved on to the Senate.

The industry’s plight illustrates
the domino effect the financial crisis
is having on the broader U.S. econ-
omy. Legislators added the clause to
the bill because the rental-car indus-
try, which buys as many as 1.8 million
new vehicles a year, is the American
auto industry’s biggest customer. “If
our desire is to get car buying and
credit flowing again, enabling people

who buy hundreds of cars at a time is
a good way to do it,” said Steven Ad-
amske, a spokesman for Rep. Barney
Frank (D., Mass.), chairman of the
House Financial Services Committee.

In addition to rental-car compa-
nies, trucking companies, limousine
services and other big fleet purchas-
ers could benefit from the clause.

Federal aid wouldn’t help the in-
dustry with its other big problem:
fewer customers renting cars. A de-
cline in airline travel means rentals
have plunged, because many rental-
car outlets are at airports, the compa-
nies and analysts say.

Still, the companies say it would
bring significant relief. Access to
fresh capital would help grease over-
all auto sales and purchases, they con-
tend. “The whole system needs to get
moving again,” says Pat Farrell, a
spokesman for privately held Enter-

prise Rent-A-Car Co., which also oper-
ates the National and Alamo brands.

Last month, the chief executives of
Enterprise, Avis, Hertz and Dollar
Thrifty Automotive Group Inc. sent a
letter to U.S. House leaders pressing
them to help the industry.

Enterprise laid off 2,000 employ-

ees, about 3% of its work force, in No-
vember to trim about $200 million
from its overall cost structure.

This month, Hertz said it would
lay off more than 4,000 people as
part of a two-year effort to pare its
work force by 32% from a peak of
31,500 employees in 2006. Because
of the closure of 80 branches and its
moves to cut its work force, the com-
pany posted an $85 million charge in
the quarter.

By Kathy Sandler

LONDON—The U.K. government
set out proposals to speed Britain
into the digital age through a series of
measures that don’t, yet, include any
substantial government investment.

New communications infrastruc-
ture, which will allow faster broad-
band speeds, has been cited by
Prime Minister Gordon Brown as a
key part of the U.K.’s push to create
jobs amid the economic downturn.

But so far the government has re-
lied on private investment, chiefly
from BT Group PLC and Virgin Me-
dia Inc., to roll out this superfast net-
work. In an interim report by Com-
munications Minister Stephen
Carter on “Digital Britain,” the gov-
ernment refrained from committing
public money to rolling out a next
generation telecommunications net-
work, reiterating a position first ex-
pressed in September. It said it isn’t
persuaded “that there is a case now
for U.K.-wide public subsidy for next
generation network deployment.”

A new strategy committee will
now be set up to consider whether
this market-led investment is
enough, in time for the final Digital
Britain report in July. “The U.K. is be-
hind other countries in Europe and
the rest of the world in stimulating
uptake of the [digital] sector,” said
Ovum analyst Matthew Howett.

The U.K. government has, how-
ever, moved on the issue of spec-
trum refarming, which will help the
wider broadband rollout. Refarming
refers to the reapportioning of some
of the mobile spectrum now ear-
marked for older generation, or 2G,
services such as voice and text, to 3G
services such as mobile broadband.

U.K. communications regulator
Ofcom had originally planned to
take back part of the 2G spectrum
given to the two largest operators
Vodafone Group PLC and Telefónica
SA’s O2 in 1985, and auction it to
other mobile operators, a move both
companies strongly opposed. The
Digital Britain report now proposes
that industry players should get to-
gether to agree on a series of trades
to redistribute the spectrum and
then use it to deploy 3G services.
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Steady ending
Raytheon’s quarterly net income
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Raytheon net drops, but battle unit is strong

Hennes is still set on expansion
Fashion retailer plans to forge ahead despite December sales that suffered from slump

Linklaters to cut 100-120 legal jobs as demand falls

A
ss

oc
ia

te
d 

Pr
es

s

By Kerry E. Grace

Raytheon Co.’s fourth-quarter
net income fell 30% on a year-ear-
lier gain as the defense contractor
reported strength in its key technol-
ogy segment.

Among the company’s special-
ties is homeland security, which gov-
ernments usually consider essential
to their spending, even in an eco-
nomic downturn.

Raytheon posted net income of
$421 million, or $1.02 a share, down
from $598 million, or $1.37 a share,
a year earlier. Excluding pension
costs in the latest quarter and prior-
year gains, earnings from continu-
ing operations rose to $1.13 from
$1.02.

Revenue increased 1.5% to $6.09
billion from $6 billion. Analysts

polled by Thomson Reuters ex-
pected earnings of $1.11 on revenue
of $6.21 billion.

Raytheon’s integrated defense
systems division, which provides
technology for ground, sea and air
battle coordination, reported earn-
ings up 16% on a 10% increase in sales
due to growth in U.S. Army pro-
grams. Intelligence and information
systems division profits rose 2% on
flat revenue.

The company’s space and air-
borne systems segment, however,
saw profit fall 5.1% as sales slid 4.3%
due to lower volumes.

Total bookings were $8.53 bil-
lion, down 7.1%. The company’s back-
log increased 6.2% to $38.88 billion,
which Raytheon said was a record.

Raytheon,whichaffirmedits2009
outlook, last month entered into a

$3.3 billion contract with the United
Arab Emirates for U.S.-made Patriot
missilesaftermonthsofnegotiations.

Goldman Sachs said this month
that the Obama administration may
not be as bad for defense stocks as it
initially thought. The firm says it
sees President Barack Obama as un-
likely to cut defense programs and
jobs as the administration tries to
fight rising unemployment.

Many defense programs, such as
aerialtankers,fightersandships,are
up for review as the administration
puts together the Pentagon budget,
according to U.S. Defense Secretary
Robert Gates. “The spigot of defense
spending that opened on 9/11 is clos-
ing,” he said.

Separately, L-3 Communica-
tions, a defense-technology com-
pany, reported fourth-quarter net in-
come of $267 million, up 29% from
$207 million in the year-earlier
quarter.

Hennes & Mauritz said it plans to open 225 stores this year. Above, the company’s flagship store in New York.

CORPORATE NEWS

By Elena Berton

LONDON—AstraZeneca PLC re-
ported a 1.4% decline in fourth-quar-
ter net profit and unveiled plans to
cut a further 7,400 jobs world-wide
by 2013.

Chief Executive David Brennan
said AstraZeneca doesn’t plan a
merger or large acquisition, but
added that he does see opportuni-
ties for partnerships and collabora-
tions that would strengthen the
company’s pipeline.

Net profit declined to $1.25 bil-
lion in the latest quarter from $1.27
billion a year earlier, weighed down
by restructuring costs and impair-
ment charges. Sales rose slightly to
$8.19 billion from $8.17 billion, with
growth curbed by the strengthening
dollar. Stripping out currency fluctu-
ations, sales rose 4%.

AstraZeneca, the U.K.’s second-
largest drug maker by sales after
GlaxoSmithKline PLC, said it now
aims to cut a total of 15,000 jobs by
2013, or more than 20% of its work
force of 67,000. Staff reductions are
expected across AstraZeneca’s oper-
ations, including research and devel-
opment.

Combined with other cost-cutting
moves announced last year, AstraZen-
eca said the overall efficiency pro-
gram should deliver savings of $2.5
billion a year at a cost of $2.9 billion.

Most big drug makers have been
cutting thousands of employees in
recent years as the global market
for pharmaceuticals grows tougher.
Sales growth in big markets includ-
ing the U.S. has slowed significantly,
and companies are having a hard
time bringing new products to mar-
ket. Insurers and other drug buyers
are also growing more frugal, refus-
ing to pay for drugs that don’t offer
enough benefit to justify their price.

Pfizer Inc.’s takeover of rival Wy-
eth this week has reignited specula-
tion that other major drug makers
may follow its example and con-
sider a large deal to overcome the
considerable revenue decline ex-
pected to affect most of the big phar-
maceutical companies as today’s
blockbuster drugs go off patent in
the next five years.

But AstraZeneca isn’t planning
such a move, Mr. Brennan said. “We
don’t have large acquisitions in our
strategy,” the CEO said in a confer-
ence call with reporters.

For 2009, AstraZeneca forecast
flat revenue in constant currency
terms, while flagging core earnings
per share, which exclude restructur-
ing costs and charges related to the
2007 purchase of U.S. biotech com-
pany MedImmune, in a range of
$5.15 to $5.45 a share.

Sales of cholesterol-lowering
drug Crestor, one of AstraZeneca’s
best-selling products, rose 23% in
the fourth quarter to $987 million.
Sales of asthma treatment Sym-
bicort were also strong, up 18% to
$514 million in the quarter.

AstraZeneca announced plans to
apply for approval of four experi-
mental drugs in 2009. They include
lung-cancer drug Zactima; pain-
killer PN400, which is developed
with Pozen Inc.; blood thinner Bril-
inta, previously known as AZD6140;
and a combination pill containing
cholesterol drugs Crestor and Ab-
bott Laboratories’ TriLipix.

AstraZeneca’s key experimental
drug, diabetes treatment Onglyza,
is under regulatory review in the
U.S. and the European Union.

AstraZeneca pares
7,400 positions
as sales flatten

By Cecilie Rohwedder

Fashion retailer Hennes & Mau-
ritz AB aims to forge ahead with a
fast-paced global expansion, de-
spite December sales figures show-
ing that even its inexpensive cloth-
ing stores are getting hit by the eco-
nomic downturn.

The Swedish company, which op-
erates the H&M chain in the U.S. and
32 other countries, said Thursday
that sales in stores open at least a
year dropped 7% in December after
rising in the previous three months.
That dented investors’ hopes that
its relatively cheap offerings would
continue to benefit as cash-
strapped consumers change their
spending habits.

Nonetheless, H&M said it would
stick to its ambitious expansion
plans, signaling that it aims to stay
in a race with rival Inditex SA of
Spain, which operates the Zara
clothing chain, to be the world’s sec-
ond-largest clothing retailer after
Gap Inc. The company said it plans
to open 225 stores this year, includ-
ing its first branch in Beijing. The
move will add as many as 7,000 jobs
to the company’s work force of
68,000, at a time when other retail-
ers are slashing jobs and preparing
for a long and difficult downturn.

Investors sent H&M shares
down 2% in Sweden after the sales
announcement. The performance
was “a major surprise on the nega-
tive side,” said Christian Nagstrup,
an analyst with Jyske Bank in Den-
mark. H&M said it expects sales to

grow 8% this month.
Both H&M and Inditex have man-

aged to defy the gloom in the retail
industry, in part because they built
up ample cash and took on little
debt during the good times.

Both also have withstood the
worsening economy better than
many midmarket and upscale retail-
ers because they appeal to style-con-
scious shoppers who frequently up-
date their look, and they have at-
tracted cash-conscious consumers

trading down from more expensive
stores.

Last fall, H&M opened its first
stores in Tokyo, while Inditex set up
shop in Cairo.

Slowing sales, though, could
pose a challenge to H&M’s expan-
sion drive, analysts say. H&M’s De-
cember sales drop marks a turn for
the worse from the preceding quar-
ter.

In the three months through
Nov. 30, the company’s fourth quar-

ter, total sales rose 15% to 30.85 bil-
lion Swedish kronor ($3.83 billion),
from 26.84 billion kronor in the
same quarter a year ago.

Net profit for the quarter rose
9.4%, to 5.09 billion kronor from
4.65 billion kronor a year ago. For
its full fiscal year, H&M reported
net profit of 15.29 billion kronor, up
13% from 13.59 billion kronor in
2007.
 —Ola Kinnander

contributed to this article.

By Ashby Jones

The global recession continued
to hit large law firms on Thursday,
as Linklaters LLP, a firm with about
2,400 lawyers world-wide, an-
nounced it was eliminating between
100 and 120 nonpartner attorneys
and paralegals.

A spokeswoman for the firm con-
firmed that a number of partners
would also be leaving the firm, but
she declined to comment further.

Big law firms have been pum-
meled of late by the economic down-

turn, and many have resorted to lay-
offs, a step the industry largely
avoided in previous downturns. The
Linklaters cuts are among the larg-
est to date. “We are acting now to re-
duce our headcount in order to meet
anticipated demand,” said the
firm’s managing partner, Simon
Davies, in a prepared statement.

Linklaters has 26 offices across
the globe, but traces its roots to Lon-
don. It’s regarded one of the U.K.’s
five “Magic Circle” law firms, a
group considered to be among the
world’s most prestigious and power-

ful. Two other Magic Circle firms,
Clifford Chance LLP and Allen &
Overy LLP, have also cut lawyers in
recent months.

Tony Williams, a law-firm con-
sultant in London, says that the
dropoff in transactional work, such
as mergers and acquisitions, have
hit the London firms hard. “These
firms are billion-pound businesses
and have got big furnaces to keep
burning,” he says. “If the deal flow
drops, firms start to sputter.” Mr.
Williams said he thought the firms
were taking prudent steps in light of

what is gearing up to be a sluggish
2009.

Earlier this week, two U.S. firms
on the West Coast also announced
significant layoffs. Wilson Sonsini
Goodrich & Rosati laid off 45 law-
yers, and Morrison & Foerster LLP
cut 53 lawyers and 148 staff mem-
bers. “These decisions are exceed-
ingly painful, but necessary to as-
sure that we address the current
economic challenge from a position
of financial conservatism and
strength,” said a Morrison & Foer-
ster spokeswoman.
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Asylum seeker is enjoying ‘time of my life’
Peace activists house
U.S. deserter fleeing
Iraq tour of duty
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Peace activist Ulli Thiel, left, has been helping U.S. Army deserter André Shepherd in his bid for political asylum in Germany.

By Davide Berretta

ROME—The industry that
brought you bling is losing its luster.

Jeweler Bulgari SpA said sales
fell to Œ312.6 million ($410.7 mil-
lion) in the fourth quarter, a 10% de-
cline from a year earlier. At Swiss
watchmaker Swatch Group AG sales
fell 6% in the second half. Neither
company announced profit for
those periods.

The timing of the sales downturn
is a particular blow to the jewelry
and watch industry, which tradition-
ally counts on the months leading
up to the holidays for customers to
make expensive purchases. Cie. Fi-
nancière Richemont SA’s and Tif-
fany & Co. earlier this month also re-
ported sales declines for the end of

the year.
Bulgari Chief Executive

Francesco Trapani blamed the glo-
bal financial crisis for the sales
drop, adding that the company had
refused to lower its prices to help
lift sales. “When the market is so
bad, these activities are very little ef-
fective, and they can damage the
prestige of the brand,” he said Thurs-
day.

As sales decline, Bulgari’s fi-
nances are coming under pressure.
Bulgari Chief Financial Officer Al-
berto Nathansohn said the jeweler
was in talks with banks to gain exten-
sion on Bulgari’s debt load. More
than half of the jeweler’s Œ306 mil-
lion in debt is expected to mature
over the next 12 months. “I will feel
a lot more comfortable when I will

have the cat in the bag,” Mr.
Nathansohn said in a conference
call with analysts.

For the Swiss watch industry,
where sales have grown by double
digits in recent years, November
was once the busiest month of the
year, according to the Federation of
Swiss Watchmakers. Last year, how-
ever, Swiss watch exports fell about
12% in November from October, to
November to 1.5 billion Swiss francs
($1.3 billion), the federation said.

Swatch, which owns the Omega
and Breguet brands, said sales of
pricey watches that previously had
defied the downturn were soften-
ing. “Even the luxury brands could
not entirely escape this unfavorable
trend,” the company said.

The watchmaker said retailers

who buy from Swatch wholesale
have begun to rein in their orders,
causing “a noticeable drop” in de-
mand in the last two months of last
year. However, Swatch said it ex-
pected overall sales to climb this
quarter from the previous quarter.
It also projected higher revenue for
the year.

For Bulgari, emerging markets
that once fueled growth have begun
to sputter. Revenue from Asia, ex-
cluding Japan, fell by 7% to Œ55.4
million in the fourth quarter.

Sales in Bulgari’s traditional mar-
kets continued to slide. Revenue fell
4.8% to Œ49.5 million in the Ameri-
cas and fell 7% to Œ69.2 million in Ja-
pan. The Middle East was the only
region where sales increased, by 11%
to Œ18.9 million.

Bulgari and Swatch report declining sales

A layoff in one family
ripples through a
Texas town. Page 31

What’s fair pricing
for luxury retailing?
WSJ.com/Runway

By Mike Esterl

Karlsruhe, Germany

G
ERMANY has been very
good to Spec. André L.
Shepherd since he de-
serted the U.S. Army. The
31-year-old former me-

chanic of the 601st Aviation Support
Battalion is enjoying perks that
eluded him back home in Ohio: a
bed, a bank account, a cellphone and
friends.

Best of all from his standpoint,
he isn’t back in Iraq.

“I’m having the time of my life,”
says Mr. Shepherd, the only Ameri-
can bunking at a refugee-processing
center in southern Germany.

The U.S. deserter enters un-
charted legal territory on Wednes-
day, when Germany begins weighing
his request for political asylum. The
case will put to the test a 2004 Euro-
pean Union directive requiring mem-
ber countries to grant asylum to sol-
diers protesting unlawful wars.

Mr. Shepherd could wind up in a
U.S. jail if his application is rejected,
but a favorable ruling could open a
new escape hatch for Americans sta-
tioned in Germany who want to
avoid combat duty in Iraq. About
38,000 American soldiers are sta-
tioned in Germany, a key logistical
hub for the U.S. Army.

Mr. Shepherd has no shortage of
supporters. Punk rockers gave him
shelter after he decamped from a mil-
itary base near Nuremberg in 2007
and went into hiding. Dozens of
peace organizations have champi-
oned his cause since he turned him-
self in to German authorities late last
year and applied for asylum.

“He’s our poster boy,” says Tim
Huber of the Military Counseling Net-
work, part of the German Mennonite
Peace Committee, a nongovernmen-
tal organization helping finance Mr.
Shepherd’s legal campaign.

The U.S. Army says 71 soldiers de-
serted from its European bases last
year, a mere sliver of the roughly
3,500 soldiers who deserted world-
wide over the past year. It says it
doesn’t actively pursue most desert-
ers, who make up less than 1% of the
enlisted force in any given year.

A spokesman for the U.S. Army in
Europe said the military is aware of
the asylum case but that it is “com-
pletely in German hands.” If Mr. Shep-
herd is returned to U.S. custody,
though, he could face up to five years
in prison under military laws.

Mr. Shepherd was raised in a
tough Cleveland neighborhood be-
fore moving as a teenager to the sub-
urb of Lakewood. He eventually stud-
ied computer science at Kent State
University but says he left without a
degree in 2000 after running out of
money.

He worked several low-paying

jobs and says he lived in a 1994
Dodge Intrepid for several months in
2001 because he couldn’t afford rent.

Mr. Shepherd was again living in
a car—a 1995 Pontiac Grand Am—in
December 2003 when he walked into
an Army recruitment center in Lake-
wood and signed up. The new recruit
was deployed to Camp Speicher in
northern Iraq in September 2004,
where he helped repair Apache heli-
copters. He didn’t see action but had
some contact with Iraqis who
worked on the base. “None of them
looked like they were happy to see
their liberators,” he says.

After he was reassigned in Febru-
ary 2005 to a desk job at a base in Kat-
terbach in southern Germany, Mr.
Shepherd spent his free time re-
searching the Iraq war on the Inter-
net. He says he grew convinced the
U.S. occupation was harmful—and

that he had been contributing to civil-
ian deaths by servicing armed
Apaches.

He also married after meeting a
German woman online. The union
lasted less than a year.

The clean-cut soldier was sitting
in a Nuremberg café in the summer
of 2006 when he fell into a conversa-
tion with Johannes Berner, a German
student sporting a rainbow-colored
Mohawk haircut, a black leather
jacket with spikes, and a red kilt.

“I was like, ‘Wow, this is differ-
ent,’ ” recalls Mr. Shepherd.

But the two agreed on Iraq and be-
came fast friends. Mr. Berner intro-
duced Mr. Shepherd to his “punker”
friends in Prien, a picturesque town
near the Austrian border.

In April 2007, after Mr. Shepherd
got word he would soon be rede-
ployed to Iraq, he slipped away to

Prien and was taken in by Mr. Bern-
er’s friends. Eventually he settled
into an old farmhouse with a view of
the Alps. One of the residents played
drums in a local punk band and Mr.
Shepherd performed household
chores in lieu of rent.

Nights were often spent at the Pi-
raten Pub. At a bachelor party, he put
on a blond wig and women’s clothing
tohandoutcigars.Healsofoundagirl-
friend among an expanding circle of
abouttwo dozen friends.“He loved it,
all the craziness,” says the 25-year-
old Mr. Berner.

Mr. Shepherd, who is African-
American, says many locals assumed
he was from Africa. But he grew in-
creasingly worried about being
tracked down by the U.S. Army after
showing his military identification
card to inquisitive German police.
Last November, with the help of Ger-

man peace organizations, he applied
for asylum.

Germany’s interior ministry de-
clinedtocommentahead ofMr.Shep-
herd’sasylumhearing.AGermanlaw-
yer forthe soldiersaysauthoritiesof-
ten take from several weeks to half a
year to issue a ruling.

In the meantime, Mr. Shepherd
has his own room and bunk bed at a
sprawling refugee center. The Ger-
man government provides him with
meals and allows him to move freely
around the Karlsruhe area. He stays
in touch with German friends by mo-
bile phone and takes language
classes offered by an asylum support
group.

He recently joined the teacher, an
elderly German woman, and half a
dozen asylum seekers from Gambia
in a rap song that began, “Ja und
nein. Apfelwein. Lorelei ist am
Rhein.” (”Yes and no. Apple wine.
Lorelei is on the Rhine.”)

Alexander Zmijewski, the sol-
dier’s best friend back in Ohio, says
he hasn’t heard from Mr. Shepherd
since late 2004. A construction
worker, he says he’s “lucky to be
working” as he tries raising a family
and questions Mr. Shepherd’s deci-
sion to desert. “If I put my name on
something, I like to honor that,” says
the 32-year-old Lakewood resident.

But Mr. Shepherd says he didn’t
know then what he knows now. “I
was suckered,” he says.

The deserter has found a new
helping hand in Ulli Thiel, a 65-year-
old peace activist in Karlsruhe. Mr.
Thiel and his wife recently set up a
bank account in the soldier’s name,
and they deposit about Œ200 (about
$262) a month so he has spending
money.

Mr. Shepherd says he hopes to fin-
ish his university degree in Karlsruhe
if he wins asylum and that he could
happily spend the rest of his life in
Germany.

“It’s just amazing here,” he said
one morning recently in Mr. Thiel’s
living room as his German host
poured him a cup of coffee.

Parkour blends the grace of gymnastics,
daredeviltry of movie stunts and mental
discipline of martial arts. Pages W8-W9
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AutoNation resists pressure
to load up on Detroit vehicles

GM halts its ‘jobs bank’;
Chrysler wrings suppliers

Sony net skids 95% on falling prices

Toshiba to slash costs 15%
Chip maker to shift
more production
to cheaper markets

By Jeff Bennett

And Alex P. Kellogg

DETROIT—General Motors
Corp. and Chrysler LLC moved to re-
duce costs as required by the terms
of the U.S. government bailout loans
they were granted to keep both auto
makers from running out of cash.

GM on Wednesday said it has
reached an agreement with the
United Auto Workers union to end
the so-called jobs bank program, in
which laid-off workers continued to
get most of their pay.

Separately, Chrysler issued a let-
ter to at least some of its suppliers
saying “all production suppliers”
will have to cut their prices by April
1. The letter doesn’t specify the size
of the cuts Chrysler is seeking.

Endingthe jobsbank and winning
concessions from constituents—
such as suppliers, the UAW and deal-
ers—are among the requirements
the auto makers must fulfill to re-
main in compliance with the terms of
the loans they started receiving in
January. So far, GM has received $9.4
billion and is in line to get an addi-
tional $4 billion in February.
Chrysler has received $4 billion and
hopes to borrow $3 billion more by
the end of March.

Both companies are also required
to negotiate with their banks and
bondholderstoreducetheirdebt,and
must limit executive pay. They must
present restructuring plansbyFeb.17
that show they can become “viable.”

On Wednesday, the U.S. Treasury
released loan contracts showing
that the two companies also must
provide the government with de-
tailed monthly financial reports
through 2010 and submit annual re-
ports from 2010 through 2014.

Ending the jobs bank means
1,600 GM workers will be classified
as laid off and must apply for state
and federal unemployment bene-
fits. Workers will receive some GM-
subsidized payments along with
their unemployment benefits,
which means they will continue to
earn about 72% of their pay.

Themovewillallowcash-strapped
GM to use state unemployment bene-
fits to help cover some of the costs of
paying the workers. Chrysler ended
its jobs bank program Monday, forc-
ingabout1,000workerstoseekunem-
ployment compensation. The UAW
had previously agreed to suspend the

jobs bank in a bid to help GM and
Chrysler win government aid.

Chrysler informed suppliers of
the price cuts in a letter Monday
from its head of purchasing. The let-
ter also said Chrysler is freezing
what the company will pay for raw
materials, even if costs rise. The ex-
istence of the letter was earlier re-
ported by Automotive News.

Some suppliers said they hadn’t
received the letter. A supplier senior
executivefamiliarwith theletter said
the price cuts will hurt many parts
makers that are already ailing. Auto-
motive suppliers are seeking $10 bil-
lion from Washington themselves to
help them weather the tough times.

By Yuzo Yamaguchi

TOKYO—Battered by the strong
yen and sliding consumer demand,
Sony Corp. Thursday reported fiscal
third-quarter net profit skidded 95%
and reiterated it will likely swing into
its first net loss in 14 years in the fiscal
year ending March.

The Tokyo-based electronics giant
said net profit for the October-Decem-
ber period dropped to 10.4 billion yen
($115.2 million) from 200.2 billion yen
a year earlier. Revenue fell 25% to 2.15
trillion yen from 2.86 trillion yen. It
posted an operating loss of 18 billion
yen, compared with an operating
profit of 236.2 billion yen in the same
period a year earlier.

The slide in third-quarter net
profit was in line with the forecast
Sony issued last week, when it
warned it now expects a 150 billion
yen net loss this fiscal year, compared

with a 369.4 billion yen net profit a
year ago. That underscored the ur-
gency of a global restructuring pro-
gram Sony announced last December:
cutting 16,000 jobs around the world,
half of them full-time positions. Sony
hopes to save 250 billion yen in costs
in the next fiscal year starting April,
while booking 170 billion yen in total
charges to cover the cutbacks.

Losses in its core TV operations re-
main a challenge. Sony booked a loss
of 43 billion yen from its TV opera-
tions in the October-December quar-
ter, hurt by deteriorating pricing con-
ditions and the strong yen.

Sony said in a separate, joint state-
ment with Japanese electronics peer
Sharp Corp. that the pair will delay by
a year a planned a joint venture to pro-
duce and sell liquid crystal display
panels. The venture now won’t be set
up until March 2010, they said.

Overall, Sony said the electronics

operations made an operating loss of
15.9 billion yen in the third quarter. It
eked out an operating profit in its
video-games division of 389 million
yen, down 97% from a year earlier.

CORPORATE NEWS

Note: Fiscal years ends March 31 of year shown      *Forecasts  Source: the company

Looking down
Toshiba’s bleak earnings forecasts are due mainly to its struggling chip business
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By John Kell

AutoNation Inc. said its fourth-
quarter sales tumbled 34%, while its
net income rose with the help of a
tax gain.

The U.S. auto dealership chain
also said it is resisting efforts by
General Motors Corp. and Chrysler
LLC to prop up sales by getting deal-
ers to order more cars and trucks.

The two auto makers have “im-
plemented wholesale incentive pro-
grams where they basically say to
get the incentives for the inventory
you want, you have to buy more in-
ventory,” Chairman and Chief Execu-
tive Mike Jackson said Thursday in
a conference call to discuss fourth-
quarter financial results.

“I think this is the wrong thing to
do,” he said. “We are not playing
that game.”

Auto sales have slumped as the
economic downturn has damped
consumers’ appetites for large pur-
chase, with 2008 industry sales hit-
ting levels last seen in the early
1990s. And AutoNation is expecting
worse, pegging 2009 industrywide
sales at about 11 million, compared
with nearly 13.5 million last year.

The Ft. Lauderdale, Fla., com-
pany reported net income of $67.1
million, or 38 cents a share, for the
fourth quarter, up from $51.7 mil-
lion, or 28 cents a share, a year ear-
lier. The latest quarter included

items yielding a net gain of 28 cents
a share. Besides the tax gain, there
was a benefit from the repurchase
of the company’s senior notes.

Revenue dropped to $2.74 billion
from $4.14 billion a year earlier.

Gross margin rose to 17.6% from
16%.

New-vehicle revenue dropped
41% and used-vehicle sales fell 33%.
By contrast, total U.S. industry new-
vehicle retail sales dropped 49%, Au-
toNation said, citing CNW Research
data. Meanwhile, parts and service
sales were down 8.3%.

Mr. Jackson said despite the se-
verely depressed sales environ-
ment, AutoNation continues to gen-
erate “solid” cash flow, which al-
lowed the company to reduce its
non-vehicle debt by $155 million
and close the quarter with a $110 mil-
lion cash position. He said the com-
pany remained in compliance with
all financial covenants in its debt
agreements.

Falling sales and uncertainty
over the future of the Detroit Three
and their brand has threatened the
sustainability of auto dealers.
Lower availability to credit, amid
the squeezed financial sector, is an-
other hurdle the industry must over-
come as the industry loses sales
from consumers that aren’t being
approved for loans.
 –Sharon Terlep

contributed to this article.

“All production
suppliers” will have
to cut their prices by
April 1, Chrysler said.

By Kenneth Maxwell

TOKYO—Nintendo Co. cut its
full-year earnings estimate by 33%
due in part to the strong yen’s im-
pact on overseas sales, while
slightly lowering full-year projec-
tions for its Wii game console
sales because of a slowdown in con-
sumer spending.

The videogame maker said its
net profit fell 18% to 212.5 billion
yen ($2.35 billion) in the first nine

months of its fiscal year ending
March 31 as foreign-currency
losses totaling 174 billion yen
weighed on the bottom line. Kyoto-
based Nintendo generates close to
90% of its sales overseas.

Analysts have long highlighted
Nintendo’s foreign-currency expo-
sure as a potential earnings brake
to the runaway popularity of its
Wii game machine and Nintendo
DS handheld device. Nintendo
maintains billions of dollars worth

of assets in U.S. dollars and euros,
incurring currency losses when it
adjusts the value of those assets in
yen.

For the fiscal year ending
March, Nintendo now expects 230
billion yen in net profit, which is
down from an October forecast of
345 billion yen. The projected earn-
ings are an 11% decline from last
year’s 257.3 billion yen profit. Nin-
tendo didn’t disclose separate re-
sults for its fiscal third quarter.

Nintendo cuts expectations for profit, Wii sales

By Daisuke Wakabayashi

TOKYO—Projecting the biggest
annual loss in the company’s history
from a sharp decline at its chip divi-
sion, Toshiba Corp. said it plans to
slash costs by 15%, shift semiconduc-
tor production to cheaper markets
and cut 4,500 temporary jobs in Ja-
pan.

Battered by a strong yen and a
sharp slowdown in consumer spend-
ing, Toshiba lowered its full-year
earnings estimates for the second
time in four months. It now forecasts
a net loss of 280 billion yen ($3.1 bil-
lion) in the fiscal year ending March
31, from an earlier estimate of a net
profit of 70 billion yen. The loss
would be the biggest since Toshiba
started reporting earnings in 1949.

The steepest losses are coming
from its semiconductor business,
where it expects to post a 290 bil-
lion yen operating loss this fiscal
year. Last April, the company was
projecting a 90 billion yen profit at
the division.

To reduce 300 billion yen in costs,
Toshiba said it plans to cut chip pro-
duction in Japan while increasing
overseas output. It didn’t give details
on how much production will be cut.

It will also postpone the con-
struction of two new flash memory
plants in Japan and cut its capital
spending forecast this fiscal year by
more than $1.5 billion, and then re-
duce total capital spending by more
than 60% next year. Such drastic
cuts in spending on chip factories

and equipment highlight the dire cir-
cumstances gripping an industry
known for its steep investment cy-
cles.

Earlier this month, South Ko-
rea’s Samsung Electronics Co. re-
ported its first quarterly loss since
2000 due in part to losses at its chip
division. Other chip makers are turn-
ing to government assistance or
mulling tie-ups with competitors.

Atsutoshi Nishida, Toshiba’s
president, said Toshiba would also
“proactively pursue” alliances with
other Japanese chip makers to con-
solidate segments of the semicon-
ductor market.

Deep jobs cuts in Japan have been
rare in the past, but Japanese compa-
nies, especially those reliant on ex-
ports, are increasingly cutting jobs
at home because of the yen’s sharp
rise. A strong yen reduces overseas
revenue while inflating costs of prod-
ucts made in Japan and sold abroad.

The dollar, which was above 120

yen in 2007, is now at around 90 yen.
What’s more, Japanese electron-

ics firms including Toshiba ramped
up production in Japan in recent
years despite high labor costs and
difficulty in laying off workers. Com-
panies, helped by a weaker yen and
a cheaper work force of temporary
workers, pointed to the risk of intel-
lectual property theft at overseas
factories and praised the productiv-
ity of Japanese workers.

Now, with global demand grind-
ing to a halt and a stronger yen, many
Japanese companies are saddled
with excess capacity and inflated
costs. They are letting go tens of thou-
sands of staff and are starting to
close domestic factoriesn.

Toshiba said sales in the quarter
ended Dec. 31 fell 21% from a year
earlier, while net losses totaled 121
billion yen, compared with an 80 bil-
lion yen profit in the year-ago pe-
riod. It said it won’t pay a dividend
to shareholders this fiscal year.
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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.

3.71% 9 World -a % % 161.11 –1.95% –41.8% 5.66% 10 U.S. Select Dividend -b % % 518.48 –2.40% –39.1%

% Global Dow 1033.10 0.83% –35.1% 1433.66 –0.37% –42.8% 4.68% 13 Infrastructure 1243.80 0.47% –26.9% 1548.67 –0.78% –35.5%

4.79% 9 Stoxx 600 190.80 –1.82% –40.8% 186.38 –2.89% –47.7% 2.68% 5 Luxury 559.40 –0.79% –41.9% 619.42 –2.02% –48.7%

4.82% 9 Stoxx Large 200 207.60 –1.89% –40.4% 201.70 –2.96% –47.4% 2.79% 6 BRIC 50 241.90 2.04% –47.8% 302.81 1.30% –53.7%

4.66% 10 Stoxx Mid 200 165.30 –1.41% –41.5% 160.62 –2.49% –48.3% 4.09% 3 Africa 50 518.40 0.44% –50.8% 429.74 –0.81% –56.6%

4.52% 10 Stoxx Small 200 99.30 –1.47% –44.9% 96.42 –2.55% –51.3% 8.10% 4 GCC % % 1100.10 1.69% –61.0%

4.91% 8 Euro Stoxx 209.00 –2.07% –42.0% 204.20 –3.14% –48.8% 4.49% 9 Sustainability 640.20 –1.48% –36.5% 707.38 –2.49% –43.8%

4.91% 8 Euro Stoxx Large 200 224.40 –2.24% –42.4% 217.83 –3.31% –49.1% 2.89% 10 Islamic Market -a % % 1416.26 –1.92% –36.0%

4.87% 9 Euro Stoxx Mid 200 191.40 –1.19% –39.3% 185.70 –2.27% –46.4% 3.19% 10 Islamic Market 100 1483.50 –0.49% –21.7% 1661.67 –1.51% –30.7%

5.03% 11 Euro Stoxx Small 200 112.20 –1.34% –43.2% 108.82 –2.42% –49.8% 3.19% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1109.90 –1.28% –58.4% 1242.41 –2.36% –63.3% 2.81% 12 Wilshire 5000 % % 8637.59 –2.00% –37.8%

7.23% 7 Euro Stoxx Select Div 30 1271.80 –1.79% –55.8% 1429.07 –2.86% –61.0% % DJ-AIG Commodity 116.30 0.38% –35.0% 110.43 –0.74% –42.6%

*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 1.5184 2.1727 1.3259 0.1885 0.0435 0.2251 0.0169 0.3756 1.9857 0.2665 1.2491 ...

 Canada 1.2156 1.7394 1.0615 0.1509 0.0348 0.1802 0.0135 0.3007 1.5897 0.2133 ... 0.8006

 Denmark 5.6981 8.1537 4.9759 0.7076 0.1632 0.8448 0.0634 1.4094 7.4520 ... 4.6877 3.7528

 Euro 0.7646 1.0942 0.6677 0.0950 0.0219 0.1134 0.0085 0.1891 ... 0.1342 0.6291 0.5036

 Israel 4.0430 5.7853 3.5305 0.5020 0.1158 0.5994 0.0450 ... 5.2874 0.7095 3.3261 2.6627

 Japan 89.8850 128.6209 78.4919 11.1617 2.5743 13.3261 ... 22.2323 117.5516 15.7746 73.9460 59.1983

 Norway 6.7451 9.6518 5.8901 0.8376 0.1932 ... 0.0750 1.6683 8.8212 1.1837 5.5490 4.4423

 Russia 34.9165 49.9637 30.4907 4.3358 ... 5.1766 0.3885 8.6363 45.6637 6.1277 28.7248 22.9960

 Sweden 8.0530 11.5234 7.0323 ... 0.2306 1.1939 0.0896 1.9918 10.5317 1.4133 6.6250 5.3037

 Switzerland 1.1452 1.6387 ... 0.1422 0.0328 0.1698 0.0127 0.2832 1.4976 0.2010 0.9421 0.7542

 U.K. 0.6988 ... 0.6103 0.0868 0.0200 0.1036 0.0078 0.1729 0.9139 0.1226 0.5749 0.4603

 U.S. ... 1.4309 0.8732 0.1242 0.0286 0.1483 0.0111 0.2473 1.3078 0.1755 0.8227 0.6586

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 381.75 –2.75 –0.72% 816.00 305.50
Soybeans (cents/bu.) CBOT 970.50 –12.00 –1.22 1,653.50 779.25
Wheat (cents/bu.) CBOT 578.00 –17.25 –2.90 1,275.00 471.00
Live cattle (cents/lb.) CME 84.325 –0.100 –0.12 119.200 82.400
Cocoa ($/ton) ICE-US 2,801 9 0.32% 3,228 1,884
Coffee (cents/lb.) ICE-US 121.50 –1.00 –0.82 181.60 102.15
Sugar (cents/lb.) ICE-US 12.59 –0.28 –2.18 15.85 9.89
Cotton (cents/lb.) ICE-US 50.07 –1.00 –1.96 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,745.00 –37 –2.08 2,052 1,350
Cocoa (pounds/ton) LIFFE 2,002 3 0.15 2,023 1,005
Robusta coffee ($/ton) LIFFE 2,050 –95 –4.43 2,747 1,580

Copper (cents/lb.) COMEX 145.75 –3.85 –2.57 398.40 125.50
Gold ($/troy oz.) COMEX 906.50 16.50 1.85 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1214.50 18.20 1.52 2,122.50 8.50
Aluminum ($/ton) LME 1,341.00 –25.00 –1.83 3,340.00 1,326.00
Tin ($/ton) LME 10,775.00 –675.00 –5.90 25,450 9,750
Copper ($/ton) LME 3,167.00 –171.00 –5.12 8,811.00 2,815.00
Lead ($/ton) LME 1,141.50 –13.50 –1.17 3,460.00 870.00
Zinc ($/ton) LME 1,096.00 –44.50 –3.90 2,840.00 1,065.00
Nickel ($/ton) LME 11,005 –745 –6.34 33,600 9,000

Crude oil ($/bbl.) NYMEX 41.44 –0.72 –1.71 148.35 38.00
Heating oil ($/gal.) NYMEX 1.4178 0.0062 0.44 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.2434 0.0378 3.14 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.576 0.156 3.53 14.169 4.355
Brent crude ($/bbl.) ICE-EU 47.36 0.22 0.47 150.45 41.01
Gas oil ($/ton) ICE-EU 447.50 3.75 0.85 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 29
Per In

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

Argentina peso-a 4.5593 0.2193 3.4863 0.2868

Brazil real 2.9828 0.3353 2.2808 0.4385

Canada dollar 1.5897 0.6291 1.2156 0.8227
1-mo. forward 1.5903 0.6288 1.2160 0.8223

3-mos. forward 1.5901 0.6289 1.2159 0.8225
6-mos. forward 1.5894 0.6292 1.2153 0.8228

Chile peso 800.57 0.001249 612.15 0.001634
Colombia peso 3114.72 0.0003211 2381.65 0.0004199

Ecuador US dollar-f 1.3078 0.7646 1 1
Mexico peso-a 18.5522 0.0539 14.1858 0.0705

Peru sol 4.1425 0.2414 3.1675 0.3157
Uruguay peso-e 29.622 0.0338 22.650 0.0442

U.S. dollar 1.3078 0.7646 1 1
Venezuela bolivar 2.81 0.356095 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9857 0.5036 1.5184 0.6586
China yuan 8.9584 0.1116 6.8500 0.1460

Hong Kong dollar 10.1446 0.0986 7.7570 0.1289
India rupee 64.0037 0.0156 48.9400 0.0204

Indonesia rupiah 14798 0.0000676 11315 0.0000884
Japan yen 117.55 0.008507 89.89 0.011125

1-mo. forward 117.49 0.008511 89.84 0.011131
3-mos. forward 117.33 0.008523 89.71 0.011147

6-mos. forward 117.07 0.008542 89.52 0.011171
Malaysia ringgit-c 4.7068 0.2125 3.5990 0.2779

New Zealand dollar 2.5206 0.3967 1.9273 0.5189
Pakistan rupee 102.662 0.0097 78.500 0.0127

Philippines peso 61.597 0.0162 47.100 0.0212
Singapore dollar 1.9682 0.5081 1.5050 0.6645

South Korea won 1797.57 0.0005563 1374.50 0.0007275
Taiwan dollar 44.040 0.02271 33.675 0.02970
Thailand baht 45.649 0.02191 34.905 0.02865

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

Euro zone euro 1 1 0.7646 1.3078

1-mo. forward 1.0005 0.9995 0.7650 1.3071

3-mos. forward 1.0013 0.9987 0.7657 1.3061

6-mos. forward 1.0021 0.9979 0.7663 1.3050

Czech Rep. koruna-b 27.587 0.0362 21.094 0.0474

Denmark krone 7.4520 0.1342 5.6981 0.1755

Hungary forint 289.74 0.003451 221.55 0.004514

Norway krone 8.8212 0.1134 6.7451 0.1483

Poland zloty 4.3846 0.2281 3.3527 0.2983

Russia ruble-d 45.664 0.02190 34.916 0.02864

Sweden krona 10.5317 0.0950 8.0530 0.1242

Switzerland franc 1.4976 0.6677 1.1452 0.8732

1-mo. forward 1.4971 0.6679 1.1448 0.8735

3-mos. forward 1.4956 0.6686 1.1436 0.8744

6-mos. forward 1.4929 0.6698 1.1416 0.8760

Turkey lira 2.1220 0.4713 1.6226 0.6163

U.K. pound 0.9139 1.0942 0.6988 1.4310

1-mo. forward 0.9144 1.0936 0.6992 1.4302

3-mos. forward 0.9148 1.0931 0.6995 1.4296

6-mos. forward 0.9150 1.0929 0.6997 1.4292

MIDDLE EAST/AFRICA

Bahrain dinar 0.4930 2.0284 0.3770 2.6527

Egypt pound-a 7.2805 0.1374 5.5670 0.1796

Israel shekel 5.2874 0.1891 4.0430 0.2473

Jordan dinar 0.9249 1.0811 0.7073 1.4139

Kuwait dinar 0.3814 2.6222 0.2916 3.4294

Lebanon pound 1971.51 0.0005072 1507.50 0.0006634

Saudi Arabia riyal 4.9077 0.2038 3.7526 0.2665

South Africa rand 13.0044 0.0769 9.9437 0.1006

United Arab dirham 4.8040 0.2082 3.6734 0.2722

SDR -f 0.8691 1.1506 0.6646 1.5047

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 600 190.79 –3.53 –1.82% –3.1% –40.8%

 9 DJ Stoxx 50 1984.47 –36.03 –1.78 –3.9% –38.8%

 8 Euro Zone DJ Euro Stoxx 209.04 –4.41 –2.07 –6.2% –42.0%

 8 DJ Euro Stoxx 50 2269.40 –53.38 –2.30 –7.4% –40.2%

 5 Austria ATX 1703.19 –10.32 –0.60 –2.7% –55.7%

 7 Belgium Bel-20 1893.94 –31.54 –1.64 –0.8% –49.1%

 6 Czech Republic PX 780.9 –5.5 –0.70 –9.0% –47.9%

 9 Denmark OMX Copenhagen 235.44 –1.99 –0.84 4.1% –39.6%

 9 Finland OMX Helsinki 5105.55 –111.48 –2.14 –5.5% –51.5%

 7 France CAC-40 3009.75 –66.26 –2.15 –6.5% –38.2%

 9 Germany DAX 4428.11 –90.61 –2.01 –7.9% –35.4%

 … Hungary BUX 11744.21 –181.21 –1.52 –4.1% –50.0%

 2 Ireland ISEQ 2327.65 –117.13 –4.79 –0.7% –65.1%

 6 Italy S&P/MIB 18092 –249 –1.36 –7.0% –47.1%

 5 Netherlands AEX 252.35 –4.81 –1.87 2.6% –42.8%

 6 Norway All-Shares 275.13 –7.54 –2.67 1.8% –40.0%

 17 Poland WIG 24865.11 –174.52 –0.70 –8.7% –47.9%

 10 Portugal PSI 20 6402.96 1.20 0.02% 1.0% –42.6%

 … Russia RTSI 530.70 –15.69 –2.87% –16.0% –72.2%

 7 Spain IBEX 35 8477.4 –224.1 –2.58 –7.8% –35.9%

 15 Sweden OMX Stockholm 192.16 –6.42 –3.23 –5.9% –37.8%

 11 Switzerland SMI 5272.90 –145.03 –2.68 –4.7% –31.3%

 … Turkey ISE National 100 26162.99 –542.63 –2.03 –2.6% –38.7%

 8 U.K. FTSE 100 4190.11 –105.09 –2.45 –5.5% –28.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 88.69 1.00 1.14% –5.2% –39.1%

 … Australia SPX/ASX 200 3526.2 30.7 0.88 –5.3% –37.6%

 … China CBN 600 16643.43 unch. 12.7% –54.3%

 8 Hong Kong Hang Seng 13154.43 575.83 4.58 –8.6% –43.9%

 10 India Sensex 9236.28 –21.19 –0.23 –4.3% –47.7%

 … Japan Nikkei Stock Average 8251.24 144.95 1.79 –6.9% –39.3%

 … Singapore Straits Times 1766.72 0.64 0.04 0.3% –40.7%

 11 South Korea Kospi 1166.56 8.58 0.74 3.7% –28.2%

 10 AMERICAS DJ Americas 214.85 –5.98 –2.71 –5.0% –38.8%

 8 Brazil Bovespa 39789.44 –438.01 –1.09 6.0% –33.0%

 11 Mexico IPC 19630.19 –515.03 –2.56 –12.3% –31.4%

*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 29, 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* 217.12 2.84%–46.2% –46.2%

3.80% 11 World (Developed Markets) 878.83 2.85%–44.7% –44.7%

3.40% 11 World ex-EMU 103.64 2.60%–42.7% –42.7%

3.70% 11 World ex-UK 881.48 2.79%–43.8% –43.8%

4.80% 9 EAFE 1,155.70 2.24%–48.7% –48.7%

4.10% 8 Emerging Markets (EM) 533.11 2.73%–57.2% –57.2%

5.40% 8 EUROPE 67.99 3.15%–46.6% –46.6%

6.20% 7 EMU 129.58 4.32%–53.7% –53.7%

5.60% 9 Europe ex-UK 74.85 3.20%–46.3% –46.3%

7.40% 6 Europe Value 74.46 4.97%–50.9% –50.9%

3.60% 11 Europe Growth 60.25 1.55%–42.3% –42.3%

5.40% 7 Europe Small Cap 102.39 3.10%–52.4% –52.4%

4.50% 4 EM Europe 148.97 1.46%–69.0% –69.0%

5.10% 6 UK 1,272.51 2.44%–33.8% –33.8%

5.60% 8 Nordic Countries 99.12 3.10%–51.9% –51.9%

3.50% 3 Russia 385.56 1.29%–74.3% –74.3%

4.50% 10 South Africa 563.83 0.79%–20.9% –20.9%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 226.81 2.39%–57.2% –57.2%

2.80% 12 Japan 496.13 –0.06%–47.2% –47.2%

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

1.80% 10 India 356.48 3.36%–58.3% –58.3%

2.70% 9 Korea 318.36 6.84%–38.4% –38.4%

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

2.80% 15 US BROAD MARKET 952.57 3.42%–40.3% –40.3%

2.20% 53 US Small Cap 1,193.59 3.90%–39.9% –39.9%

4.00% 9 EM LATIN AMERICA 2,152.33 4.39%–51.1% –51.1%

*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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Discount airline JetBlue said it expects to generate free cash and a profit this year. Other carriers were less definitive.

Airlines weigh fuel relief
against decline in traffic
Many expect profits,
but oil and recession
are still wild cards

By Susan Carey

Four more U.S. airlines reported
fourth-quarter losses, capping a
tough year in which the industry cut
capacity to deal with record-high
fuel prices and more recently a sharp
economic downturn.

This year, however, airlines gener-
ally hope receding fuel prices will
trump a fall-off in travel demand and
allow a return to profitability. But
that is a big bet given gyrating oil
prices and the unknown nature of

this recession.
Volatile crude prices gave airlines

fits last year, as oil’s descent in the lat-
ter half led to losses on hedging con-
tracts they had entered to guard
against rising jet-fuel costs.

JetBlue Airways Corp. re-
ported a fourth-quarter loss Thurs-
day, but finance chief Ed Barnes
said he expects the discount car-
rier this year to generate free cash
and a profit. Other executives were
less definitive.

“Since 9/11, it’s the most volatile
market we’ve seen and the most diffi-
cult to predict,” said Larry Kellner,
chief executive of Continental Air-
lines Inc., which also posted a quar-
terly loss. “The revenue outlook is
not encouraging.”

So far, the industry’s capacity re-

ductions have enabled carriers to
raise prices and report fairly healthy
gains in unit revenue, or the amount
taken in for each seat flown a mile.
They also are boosting revenue by

raising fees and charging for services
that once were included in the price
of a ticket. Scott Kirby, president of
US Airways Group Inc., said his com-
pany hopes to generate up to $500

million in such ancillary revenue this
year, irrespective of the economy.

But there are headwinds, includ-
ing the challenge of holding down
unit costs as capacity is cut and previ-
ously profitable international routes
turn weaker. The International Air
Transport Association, a global
trade group, said Thursday that it ex-
pects total industry revenue to con-
tract by $35 billion this year, to $501
billion. The group said passenger de-
mand fell 4.6% in December and inter-
national cargo traffic plunged more
than 22%.

Continental said it is concerned
about a deterioration in its premium
international business, its business
bookings and even some leisure mar-
kets. The Houston-based company
said its domestic routes lose money
and its overseas routes, which repre-
sent half its capacity, remain profit-
able but less so than in the past.

While Continental, the fourth-
largest U.S. airline by traffic, figures
its annual fuel bill will drop $2 billion
this year, it said it is anybody’s guess
whether oil will climb to $150 a bar-
rel or decline to $20 a barrel. Crude
oil settled Thursday at $41.44 a bar-
rel, down 72 cents in New York.

Continental’s fourth-quarter loss
widened to $266 million, or $2.33 a
share, from $32 million, or 33 cents a
share, a year earlier. The latest quar-
ter included charges of $170 million,
including a $125 million loss on fuel
contracts with Lehman Brothers
Holdings Inc., which filed for bank-
ruptcy in September. Revenue fell
1.5% to $3.5 billion.

US Airways, the No. 6 U.S. carrier
by traffic, reported a net loss of $541
million, or $4.74 a share, compared
with a loss of $79 million, or 87 cents
a share. Revenue was nearly flat at
$2.76 billion. The latest red ink in-
cluded $321 million in charges, with
$234 million in losses reflecting ad-
justments to its fuel hedges.

The Tempe, Ariz., company ex-
pects it will pay $1.7 billion less this
year on fuel than in 2008.

US Airways plans to reduce its
mainline capacity by nearly 6% in the
current quarter. Mr. Kirby, the presi-
dent, said weakness in business-cus-
tomer bookings that began in the
fourth quarter has carried into this
year, and the carrier’s international
flights are starting to underperform
the domestic network.

Discounter JetBlue, ranked sev-
enth, said its February and March
bookings are “significantly lower.”
The Forest Hills, N.Y., company said it
plans to pare its first-quarter capac-
ity by 5% to 7% and may sell planes.

JetBlue’s pretax loss widened to
$49 million from $3 million in 2007’s
final quarter, including a noncash
charge of $53 million related to the
decline in value of some auction-rate
securities. The company said it is
evaluating the tax deductibility of
the charge and will report net results
later. The latest result also included
$58 million in hedge losses.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.80 $24.71 –1.20 –4.63%
Alcoa AA 22.30 8.44 –0.31 –3.54%
AmExpress AXP 15.50 16.71 –1.14 –6.39%
BankAm BAC 162.80 6.78 –0.61 –8.25%
Boeing BA 8.00 40.71 –2.53 –5.85%
Caterpillar CAT 14.10 31.85 –1.15 –3.48%
Chevron CVX 13.80 70.62 –3.17 –4.30%
Citigroup C 155.90 3.90 –0.30 –7.14%
CocaCola KO 9.50 43.55 –0.31 –0.71%
Disney DIS 10.20 21.25 –1.03 –4.62%
DuPont DD 6.40 23.78 –0.93 –3.76%
ExxonMobil XOM 35.50 77.00 –2.25 –2.84%
GenElec GE 74.10 12.72 –0.78 –5.78%
GenMotor GM 11.00 3.18 –0.24 –7.02%
HewlettPk HPQ 13.50 35.93 –1.48 –3.96%
HomeDpt HD 16.70 22.00 –1.00 –4.35%
Intel INTC 36.50 13.37 –0.64 –4.57%
IBM IBM 8.30 92.51 –2.31 –2.44%
JPMorgChas JPM 52.70 25.43 –2.23 –8.06%
JohnsJohns JNJ 13.90 58.28 –0.28 –0.48%
KftFoods KFT 8.50 29.28 –0.29 –0.98%
McDonalds MCD 8.30 58.14 –1.06 –1.79%
Merck MRK 11.00 28.94 0.16 0.56%
Microsoft MSFT 44.50 17.59 –0.45 –2.49%
Pfizer PFE 63.00 15.12 –0.32 –2.07%
ProctGamb PG 13.20 58.22 0.04 0.07%
3M MMM 7.40 56.55 1.13 2.04%
UnitedTech UTX 5.70 48.68 –1.98 –3.91%
Verizon VZ 14.70 30.23 –0.69 –2.23%
WalMart WMT 17.20 47.86 –0.87 –1.79%

Dow Jones Industrial Average P/E: 20
LAST: 8149.01 t 226.44, or 2.70%

YEAR TO DATE: t 627.38, or 7.1%

OVER 52 WEEKS t 4,501.35, or 35.6%

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

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

JPMorgan $1,357 6.4% 27% 12% 54% 7%

Deutsche Bank 1,297 6.1% 12% 22% 60% 7%

Merrill Lynch 1,200 5.6% 31% 15% 53% 1%

UBS 1,181 5.6% 18% 22% 58% 2%

Credit Suisse 1,093 5.1% 28% 30% 39% 3%

Morgan Stanley 1,070 5.0% 32% 13% 53% 2%

Goldman Sachs 1,022 4.8% 31% 8% 58% 3%

RBS 940 4.4% 11% 33% 15% 41%

Citi 814 3.8% 15% 25% 53% 7%

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

FIAT SpA "1,515" –172 509 567 Carrefour 79 2 2 –22

Alcatel Lucent "1,379" –128 85 28 SABMiller PLC 182 3 –1 –18

TUI AG "1,671" –110 412 640 UBS AG 226 3 –5 16

Tomkins 560 –97 –117 –238 CIR SpA CIE Industriali Riunite 595 3 20 2

Rhodia "1,766" –87 327 532 French Rep 68 4 2 14

GKN Hldgs 674 –84 –126 –251 Atlas Copco AB  158 5 –8 –11

FCE Bk  "1,102" –80 –97 –533 Rep Iceland 973 5 23 –39

Seat Pagine Gialle SpA "1,837" –77 358 265 ACCOR 153 19 6 12

Norske Skogindustrier ASA "1,379" –74 7 114 EMI Group  975 22 87 96

Thomson "1,687" –53 –121 –387 Corus Group 1455 89 140 317

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

BASF Germany Commodity Chemicals $28.4 23.63 3.37% –45.8% –26.7%

Royal Dutch Shell U.K. Integrated Oil & Gas 91.5 19.72 2.92 –18.0 –28.0

ENI Italy Integrated Oil & Gas 90.1 17.20 1.12 –20.3 –29.7

SAP Germany Software 44.5 27.79 0.67 –13.7 –34.4

Nestle Switzerland Food Products 134.4 40.20 –0.10% –16.8 8.1

UBS Switzerland Banks $36.8 14.37 –9.74% –63.5 –76.5

ArcelorMittal Luxembourg Iron & Steel 35.5 18.73 –7.23 –57.5 ...

Deutsche Bk Germany Banks 15.5 20.74 –6.37 –72.4 –76.3

Astrazeneca U.K. Pharmaceuticals 55.8 26.80 –6.29 28.0 1.6

Barclays U.K. Banks 12.0 1.00 –6.26 –78.1 –83.1

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

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

Tesco 40.7 3.61 –0.14% –13.3% 12.8%
U.K. (Food Retailers & Wholesalers)
British Amer Tob 54.9 18.94 –0.42 5.5 47.7
U.K. (Tobacco)
Unilever 39.5 17.63 –0.42 –19.1 –9.4
Netherlands (Food Products)
Diageo 37.0 9.36 –0.53 –7.5 10.1
U.K. (Distillers & Vintners)
Sanofi-Aventis 75.0 43.61 –0.66 –19.8 –41.9
France (Pharmaceuticals)
Bayer 42.7 42.68 –0.72 –22.2 25.6
Germany (Specialty Chemicals)
Total 122.4 39.46 –0.83 –19.0 –27.9
France (Integrated Oil & Gas)
BP 147.7 4.99 –1.04 –6.2 –23.8
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 38.4 2.48 –1.39 –47.8 –47.6
Italy (Banks)
Royal Bk of Scot 11.9 0.21 –1.41 –93.4 –95.7
U.K. (Banks)
Allianz SE 40.6 68.68 –1.89 –42.5 –46.5
Germany (Full Line Insurance)
L.M. Ericsson Tel B 24.3 65.60 –1.94 –8.3 –52.5
Sweden (Telecom Equipment)
Siemens 54.3 45.39 –2.07 –47.3 –38.6
Germany (Diversified Industrials)
BNP Paribas 35.2 29.50 –2.14 –55.2 –59.8
France (Banks)
E.ON 66.7 25.48 –2.15 –38.2 –15.3
Germany (Multiutilities)
ABB 30.4 14.99 –2.28 –43.1 9.0
Switzerland (Industrial Machinery)
AXA 36.1 13.20 –2.33 –42.3 –51.4
France (Full Line Insurance)
Banco Santander 66.5 6.36 –2.45 –42.3 –41.5
Spain (Banks)
UniCredit 23.9 1.37 –2.70 –72.2 –76.6
Italy (Banks)
Novartis 109.2 47.30 –2.71 –13.2 –33.3
Switzerland (Pharmaceuticals)

Vodafone Grp 109.9 1.32 –2.84% –24.8% 13.3%
U.K. (Mobile Telecom)
Banco Bilbao Vizcaya 35.9 7.32 –2.92 –48.0 –55.7
Spain (Banks)
Nokia 47.8 9.61 –2.93 –60.6 –36.7
Finland (Telecom Equipment)
Iberdrola 39.5 6.05 –3.04 –40.6 1.2
Spain (Conventional Electricity)
Roche Hldg Pt. Ct. 98.3 160.30 –3.20 –18.1 –17.8
Switzerland (Pharmaceuticals)
GlaxoSmithKline 99.5 12.15 –3.23 2.8 –15.3
U.K. (Pharmaceuticals)
GDF Suez 88.4 30.84 –3.31 –14.8 16.8
France (Multiutilities)
Soc. Generale 25.2 33.24 –3.33 –57.3 –67.3
France (Banks)
France Telecom 61.9 18.10 –3.36 –23.4 0.2
France (Fixed Line Telecom)
BHP Billiton 40.8 12.76 –3.48 –13.6 24.3
U.K. (General Mining)
Telefonica 86.4 14.04 –3.70 –28.2 13.3
Spain (Fixed Line Telecom)
Deutsche Telekom 55.4 9.71 –3.72 –29.3 –24.9
Germany (Mobile Telecom)
Assicurazioni Genli 30.7 16.65 –3.76 –41.5 –35.0
Italy (Full Line Insurance)
Daimler 28.4 22.55 –3.96 –56.8 –52.3
Germany (Automobiles)
Rio Tinto 22.3 15.50 –4.02 –68.7 –45.9
U.K. (General Mining)
Credit Suisse Grp 32.3 31.22 –4.23 –48.7 –58.9
Switzerland (Banks)
Koninklijke Philips 19.2 14.53 –4.82 –44.5 –47.0
Netherlands (Consumer Electronics)
HSBC Hldgs 95.2 5.53 –5.15 –26.4 –40.5
U.K. (Banks)
Anglo Amer 25.7 13.39 –5.70 –51.3 –39.0
U.K. (General Mining)
ING Groep 17.4 6.40 –6.19 –70.5 –78.3
Netherlands (Life Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.14% 1.14% 3.2% 1.4% -4.3%
Event Driven -0.24% 1.56% -9.5% 1.6% -24.9%
Distressed Securities 0.31% -2.97% -16.7% -3.1% -36.9%

*Estimates as of 01/28/09, 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 1.52 98.58% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.59 94.33 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.18 85.32 0.06 11.20 5.74 8.88

Asia ex-Japan IG: 10/1 3.36 94.36 0.02 6.63 1.99 3.57

Japan: 10/1 3.22 92.61 0.02 3.75 1.58 2.68

 Note: Data as of January 28
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Air cargo traffic dwindles
as world trade slows down

3M Co.

3M Co.’ s fourth-quarter net in-
come fell 37%, reflecting a restructur-
ing charge, lower margins and fall-
ing international sales. The company
also cut its 2009 outlook because of
economic uncertainty and chal-
lenges in its markets. Chief Execu-
tive George Buckley said the manu-
facturer, whose products range from
Post-It notes to power lines, planned
to reduce capital spending by about
30% this year and is working to con-
serve cash. Industrial conglomer-
ates and manufacturers have
warned about profits recently, not-
ing that customers have sharply re-
duced orders. Overall revenue at 3M
decreased 11% to $5.51 billion in the
latest quarter, hurt by a stronger U.S.
dollar. For the latest quarter, 3M’s
net income fell to $536 million from
$851 million a year earlier.

Areva SA

French state-controlled nuclear
company Areva SA said Thursday
that its fourth-quarter sales rose
5.2%, led by a strong performance
in the transmission and distribu-
tion division. Areva, which is pro-
moting its third-generation Evolu-
tionary Power Reactor around the
world, said fourth-quarter sales to-
taled Œ4.06 billion ($5.33 billion),
up from Œ3.86 billion a year earlier.
Areva’s order backlog increased
21% to Œ48.2 million in 2008,
slightly exceeding the company’s
target of a 20% increase. Looking
ahead to 2009, Areva said it ex-
pects “further significant growth
in revenue and backlog.” Earlier
this week, German industrial con-
glomerate Siemens AG said it will
exercise its option of selling its 34%
stake in the Areva NP nuclear-reac-
tor joint venture to Areva, which
owns the remainder.

By Jonathan Buck

LONDON—International air-
cargo traffic fell 23% in December
from a year earlier, signaling a
broader drop in world trade, and the
head of an aviation-industry group
called for structural changes to al-
low airlines to cope with the eco-
nomic crisis.

December’s drop in global cargo
traffic “is unprecedented and
shocking,” Giovanni Bisig-
nani, director general of
the International Air
Transport Association,
said in a statement.
“There is no clearer de-
scription of the slowdown
in world trade,” he added.
Air cargo carries 35% of
the value of goods traded
internationally.

This year is shaping up
to be one of the toughest
ever for international avia-
tion. IATA forecasts a com-
bined industry loss of $2.5 billion
for 2009, compared with a $5 billion
loss in 2008. It predicts a decline of
3% in passenger volumes and a drop
of 5% in cargo traffic.

Industry revenues are expected
to contract by $35 billion to $501 bil-
lion from $536 billion. IATA repre-
sents about 230 airlines that ac-
count for 93% of scheduled interna-
tional air traffic.

“We don’t want bailouts,” Mr.
Bisignani said. “But we need to
change the ownership rules. Almost
every other business has the free-
dom to access global capital and the
ability to merge across borders
where it makes sense. To manage in
this crisis, airlines need the same
management tools,” he said.

Traditionally, airline mergers
and acquisitions have faced signifi-
cant regulatory hurdles. British Air-

ways PLC, AMR Corp.’s
American Airlines and Ibe-
ria Líneas Aéreas de Es-
paña currently are seeking
antitrust immunity from
the U.S. Department of
Transportation to expand
their cooperation, for exam-
ple. This is the third time
that BA and American have
sought antitrust immunity.
They backed off in the past
when regulators asked for
big concessions. (See re-
lated article on page 10.)

International passenger traffic
fell 4.6% in December from a year ear-
lier, IATA said. Carriers in the Asian-
Pacific region saw the sharpest de-
cline in international traffic at 9.7%.

“Airlines are struggling to match
capacity with fast-falling demand,”
Mr. Bisignani said. “Until this comes
into balance, even the sharp fall in
fuel prices cannot save the industry
from drowning in red ink.”

Glaxo warns of charge,
hinting at a settlement
Drug firm sets aside
$400 million related
to a marketing probe

GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Giovanni
Bisignani

CORPORATE NEWS

Union Fenosa SA

Spanish electricity company
Union Fenosa SA Thursday posted a
4.6% increase in fourth-quarter net
profit thanks to gains and higher pool
prices. Net profit rose to Œ295.2 mil-
lion ($387.8 million) from Œ282.1 mil-
lion a year earlier as revenue was up
21%atŒ1.96billion.Full-yearnetprofit
jumped 20% to Œ1.19 billion from
Œ989.4 million a year earlier, boosted
by Œ287 million in gains from the sale
ofstakesinManilaElectricCo.andtwo
Spanish telecommunications opera-
tors.Thecompanyspreadtheextraor-
dinary gains over all four quarters of
theyear.Full-yearrevenuewasup20%
atŒ7.19billion.Profitscameoutbetter
than expected, but likely won’t have
any impact on the company’s share
priceasinvestorsfocusonGasNatural
SDG SA’s acquisition of the company,
saidBanesto analyst Antonio Cruz.

Novo Nordisk A/S

Novo Nordisk A/S said Thursday
that fourth-quarter net profit more
than doubled, helped by strong
sales of insulin and the absence of a
year-earlier charge, and raised its
long-term financial targets. The
Copenhagen-based pharmaceutical
company, the world’s largest maker
of insulin, posted a net profit of 2.33
billion Danish kroner ($411 million)
for the three months ended Dec. 31,
up from 977 million kroner. The
year-earlier results were hit by 1.3
billion kroner in charges related to a
discontinued product. Sales rose
15% to 12.58 billion kroner from
10.95 billion kroner. Novo Nordisk
said it is now targeting an operating
margin of 30%, up from 25% previ-
ously. It raised the target for return
on invested capital to 50% from
30%.

Banco de Sabadell SA

Spain’s Banco de Sabadell SA
Thursday said it swung to a net loss
in the fourth quarter, as deteriorat-
ing market conditions led it to pump
the remaining capital gains from an
asset sale into provisions against fu-
ture bad loans. The bank posted a
net loss of Œ88.3 million ($116 mil-
lion), compared with a net profit of
Œ177.9 million a year earlier. Net in-
terest income rose 11% to Œ374.8 mil-
lion. “Given the deteriorating macro-
economic outlook, Sabadell is pledg-
ing all of its capital gains from the
sale of 50% of its insurance unit to
boost solvency,” the bank said. It
took a Œ296.7 million asset write-
down and made a Œ320.3 million pro-
vision for potential future losses.
Nonperforming loans rose to 2.35%
at December’s end, from 1.59% in
September and 0.47% a year earlier.

Suez Environnement SA

French utility Suez Environne-
ment SA Thursday reported a 5.4%
rise in 2008 revenue, helped by
higher prices and new services in
water, but said it has adapted its
short-term priorities to the eco-
nomic downturn. The Paris-based
water and waste utility, spun off by
Suez before it became part of GDF
Suez SA, said revenue rose to Œ12.36
billion ($16.24 billion) from Œ11.73
billion a year earlier. Earnings be-
fore interest, taxes, depreciation
and amortization, or Ebitda, in-
creased 4% to Œ2.1 billion from
Œ2.02 billion a year earlier, said the
company. While sticking to its
longer-term strategy, the company
said it will slow investments and ac-
celerate its cost-reduction program
in the short-term amid the difficult
economic environment.

Thomson SA

With debt breach looming,
a sale of units is planned

French media-technology com-
pany Thomson SA said Thursday
that it is likely to breach covenants
on some of its debt, and that it will
start talks with creditors and poten-
tial investors to try to repair its bal-
ance sheet. Thomson shares closed
down 16%. The company, whose cus-
tomers include major Hollywood
film studios and France Télécom
SA, also outlined plans to shed oper-
ations that generated about Œ1 bil-
lion ($1.31 billion) of revenue in
2008, as it seeks to concentrate on
providing services to creators un-
der its Technicolor brand. The
tough environment Thomson faces
was highlighted as the company
posted preliminary fourth-quarter
revenue of Œ1.47 billion, down 8.2%
from a year earlier, stripping out the
effect of currency fluctuations.

UBS AG
UBS AG is legally bound to pay

out the bulk of the two billion Swiss
francs ($1.75 billion) it has ear-
marked as bonus payments for bank-
ers, a spokesman for the Swiss gov-
ernment said Thursday. The Zurich-
based bank has ignited a firestorm
over its plan to pay out the bonuses
for 2008 despite a streak of quar-
terly losses, which prompted the
Swiss government to inject six bil-
lion francs into the bank in October.
UBS is contractually bound to pay
out 1.3 billion francs of the total, gov-
ernment spokesman Oswald Sigg
said. “The cabinet emphasizes that
UBS’s overall variable-compensa-
tion plan is 80% lower than in 2007,”
Mr. Sigg said. UBS said that the two
billion-franc total isn’t a final figure
and that the bank will provide an
overview of the payments when it re-
ports earnings Feb. 10.

Colgate-Palmolive Co.

Colgate-Palmolive Co. reported
a 20% increase in fourth-quarter net
income. The New York company,
whose products include its name-
sake toothpaste and dish soap,
posted net income of $497 million,
or 94 cents a share, compared with
$414.9 million, or 77 cents a share, a
year earlier. Revenue edged up 0.6%
to $3.66 billion, as unit volume in-
creased 1%. Excluding the effects of
acquisitions, divestments and the
stronger dollar, sales rose 9%. Glo-
bal pricing increased 7.5% but
wasn’t sufficient to offset rises in
raw-material prices. North Ameri-
can sales rose 1.5%. Sales were
helped by product launches, which
contributed to market share gains
across all categories. Latin Ameri-
can sales rose 5.5%, with a 5% in-
crease in volume.

By Jeanne Whalen

GlaxoSmithKline PLC warned
that its 2008 earnings will be hit by
a $400 million legal charge, in a sign
that the pharmaceutical company
could be approaching a settlement
in a five-year-old federal investiga-
tion into marketing of antidepres-
sants and other drugs.

Glaxo said the charge was re-
lated to the ongoing investigation,
which is looking at “marketing and
promotional practices for several
products for the period 1997 to
2004.” Those products include the
antidepressants Wellbutrin SR, ac-
cording to the company; Paxil is an-
other, according to people familiar
with the matter.

Glaxo, which first disclosed the
investigation in 2004, said the
charge would cause its earnings per
share for the year to fall more
steeply than its previous forecast.
The earlier forecast had seen a de-
cline in the a mid-single-digits.

The Glaxo investigation began at
the U.S. Attorney’s Office in Colo-
rado, but is now being led by the U.S.
Attorney’s Office in Massachusetts,
a Glaxo spokesman said.

In 2007, the Massachusetts inves-
tigators were looking into Paxil, in-
cluding how Glaxo portrayed the
risk of suicidal behavior among pa-
tients to doctors and the Food and
Drug Administration, according to
lawyers interviewed by investiga-
tors at the time.

Glaxo has also disclosed in an-
nual reports that investigators
probed whether Glaxo promoted
Wellbutrin SR for uses not ap-
proved by the FDA, a practice
known as “off-label” promotion.

Glaxo’s decision to take the
charge against earnings comes at a
time when other big pharmaceuti-
cal companies have been striking
settlements related to similar inves-
tigations. Earlier this month, Pfizer
Inc. agreed to pay $2.3 billion to set-
tle a federal investigation into
whether it engaged in off-label pro-
motion of the painkiller Bextra. Also
this month, Eli Lilly & Co. agreed to
pay $1.4 billion to settle similar
charges involving to its antipsy-
chotic medicine Zyprexa.

The Glaxo spokesman declined
to comment on the status of the in-
vestigation or the drugs involved.

In its statement Thursday, the
company said the charge “is based
upon the company’s most recent
evaluation of the matter,” and that
the ultimate liability depends on
“the outcome of the investigatory
process and potential litigation.”

Officials at the U.S. Attorney of-
fices in Colorado and Massachu-
setts declined to comment.

Glaxo has said in annual reports
that the investigation is looking at
nine of its largest selling drugs at
the time, which included various
forms of Paxil and Wellbutrin, as
well as the diabetes drug Avandia
and the asthma inhaler Advair.

Investigators are looking at
Glaxo-funded medical education
and clinical trials involving the
drugs, and at Glaxo’s hiring of doc-
tors for various services related to
the drugs, according to the compa-
ny’s annual reports.

Fiat SpA

Lorenzo Sistino, the head of Fiat
SpA’s automotive unit, predicted
Thursday that the Italian car mar-
ket is going to shrink between 35%
and 40% in January and Fiat’s sales
for the month will be in line with the
rest of the domestic market. Speak-
ing on the sidelines of an event in Mi-
lan, Mr. Sistino, who was recently
appointed head of Fiat Auto, said
the company doesn’t expect the mar-
ket to recover very soon because po-
tential clients are waiting for possi-
ble state aid packages. Due to crum-
bling car sales, Fiat was forced to
shut most of its Italian plants for
January and February at least, leav-
ing 50,000 people at home with re-
duced salaries.

JCDecaux SA

French outdoor-advertising com-
pany JCDecaux SA Thursday said
revenue for 2008 rose 2.9%,
boosted by a good performance of
its street furniture and transport
businesses despite worsening eco-
nomic conditions. Full-year revenue
rose to Œ2.17 billion ($2.85 million)
from Œ2.11 billion a year earlier, rep-
resenting 6.3% organic growth,
mainly driven by emerging markets.
Fourth-quarter revenue inched up
1% to Œ605.4 million from Œ599.7 mil-
lion, hindered by the weakening of
sterling against the euro, which
failed to offset the recovery of the
U.S. dollar and the Chinese yuan.
The company warned that 2009
“will be very challenging,” adding
that it will intensify tight cost man-
agement, but that it will continue to
“invest selectively.”

Telecom Italia SpA

Telecom Italia SpA controlling
shareholder Telco said Thursday it
wrote down its 24.5% stake in Ita-
ly’s largest telecoms operator, post-
ing a first-half loss of Œ1.5 billion
($2 billion). Unlisted holding com-
pany Telco—which groups Italian
banks Mediobanca Group and In-
tesa Sanpaolo SpA, insurer Assi-
curazioni Generali SpA, the Benet-
ton family and Spain’s Telefónica
SA—said the value of its investment
in Telecom Italia was written down
by Œ1.4 billion. Telecom Italia
shares are now booked at Œ2.2 each,
still way above the current market
value of Œ0.99. Telefónica and the
four Italian investors, which bought
control of Telecom Italia in 2007,
said in July they had lost around Œ5
billion on their initial investment.
Since the Telco deal was sealed,
Telecom Italia’s share price has
fallen about 60%.
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Dutch ruling means windfall
for EU tax-exempt investors

Peek at Paulson’s success
Europe partners saw
$52.7 million profit;
bearish bets on banks

— 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.

Investcorp credit rating
lowered to ‘junk’ by S&P

By William Hutchings

The European arm of one of the
few hedge funds to have made inves-
tors money last year increased
profit tenfold by making record
gains for investors in the 12 months
to March 2008, the most recent ac-
counts available.

London-based Paulson Europe
LLP, a partnership ultimately con-
trolled by U.S. manager John Paul-
son, who made billions of dollars for
himself and his investors shorting
subprime-mortgage securities in
2007, increasedits profit to £37.1 mil-
lion ($52.7 million) in the year ended
March 31, from £3.5 million in 2007,
according to its financial statements
just published at the U.K.’s company
registry Companies House.

The disclosure, which follows a
U.K. legal requirement that compa-
nies and partnerships publish finan-
cial statements each year, has
opened a rare window on the suc-
cess of one of the few beneficiaries
of the financial crisis.

Paulson & Co.’s overall earnings,
including its U.S. operations, are
thought to be significantly larger
than those shown by its European

subsidiary. It made an early bet that
the U.S. property market was going
to implode and has since delivered
high returns on similarly bearish
calls about the financial sector.

The profit from Paulson Europe—
the “profit for the financial year for
discretionary division among mem-
bers,” on which tax is payable by
each partner, not the partnership—
reflected an increase in the partner-
ship’s fee income, earned from help-
ing to manage U.S.-based Paulson &
Co.’s funds, from just under £4 mil-
lion to just above £40 million.

The profit is available for distri-
bution to the four members of the
partnership, who each pay tax on
their income according to their own
situation. The profit attributable to
the highest-paid member, thought
to be Paulson Ltd., a corporate mem-
berownedby Paulson & Co.— and, ul-
timately, by the company’s founder,
John Paulson—was £31 million.

The remaining profit, amount-
ing to more than £5 million, was at-
tributable to the partnership’s three
other members, Nikolai Petcheni-
kov, Harry St. John Cooper and
Mina Gerowin Herrmann.

Paulson Europe’s profit referred
to a financial year in which Paulson
& Co made investors a return of
589.62% on one of its funds, turning
a $500 million total initial invest-
ment in its Credit Opportunities
fund into $3.5 billion by shorting
subprime-mortgage-backed securi-
ties. It is considered by investors
and investment consultants to be
the largest dollar return to be made
in a year from a single hedge fund.

Paulson & Co. went on to make
more gains for its investors last
year, one of only about one in 10
hedge funds to do so, according to in-
vestment consultants. Part of its re-
turns were made from shorting U.K.
financial-services stocks, positions
he had put in place before the U.K.
imposed a short-selling ban and
was allowed to hold.

Its positions in banks Barclays
PLC, Lloyds TSB Group, HBOS Hold-
ings PLC and Royal Bank of Scotland
Group PLC reaped its investors pa-
per gains of £394 million between
the start of the ban in September and
its lifting two weeks ago.

Paulson Europe’s partners didn’t
return calls for comment.
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By Elizabeth Pfeuti

Bahrain-based Investcorp Bank
BSC was downgraded to junk-bond
status by Standard & Poor’s Ratings
Services, which could make it
harder for the fund manager to fi-
nance its private-equity and real-es-
tate investments in the Persian Gulf.

In a statement, Investcorp, which
has $17.7 billion of assets under man-
agement, called the downgrade “un-
justified.” It also blamed the poor
economic climate in the Gulf region,
which it said had prompted ratings
firms to downgrade several compa-
nies tied to the region. It asked S&P
to withdraw its rating.

S&P cut the the company’s long-
term rating two notches to double-B-
plus, from triple-B and the short-
term-rating from A2 to single-B, ef-
fectively dropping it from invest-
ment grade. It also warned that if it
were to continue rating the com-
pany, Investcorp, which invests its

own money and that of clients in pri-
vate equity, real estate and hedge
funds, could see additional down-
grades due to a potential failure to
improve capitalization

Nick Hill, a credit analyst at Stan-
dard & Poor’s, said in a statement
that the downgrade reflected the
firm’s view of the difficult operating
environment for Investcorp’s princi-
pal business lines.

He noted that Investcorp had be-
gun significant deleveraging and
was engaged in relatively conserva-
tive deals over 2008, which it de-
scribed as a positive influence on
the company’s creditworthiness.
“However, in our view, global
deleveraging, falling equity and real-
estate prices, and tight credit are
combining to lower the value of In-
vestcorp’s proprietary investments,
strain funding and liquidity, and re-
duce capitalization,” he said.

In its statement, Investcorp said
the downgrade “does not in itself af-
fect the operations of Investcorp’s
business nor its ability to access cap-
ital from its clients and sharehold-
ers for its investment products or
its balance sheet.”

The move comes as property
prices in Dubai and elsewhere in the
region have been falling. Business
confidence across the oil-rich Per-
sian Gulf plummeted in the last quar-
ter of 2008.

By Mark Cobley

The Dutch government agreed
this week to pay out hundreds of mil-
lions of euros in tax rebates to Euro-
pean institutional investors, such as
pension plans or charities, marking
a test-case victory for the Strath-
clyde Pension Fund, the U.K.’s larg-
est plan for a local government au-
thority.

The case, brought by tax advis-
ers KPMG on behalf of the £9.2 bil-
lion ($13 billion) Strathclyde fund,
may encourage other European
countries that levy similar charges
to make repayments as well. These
include markets such as France, Ger-
many, Spain and Italy.

Prior to Tuesday’s ruling, the
Dutch authorities charged foreign
institutional investors a withhold-
ing tax on the dividends they re-
ceive from Dutch companies. KPMG
said the Dutch authorites had con-
firmed in a letter that their client
didn’t have to pay the charge from
then on and would be able to claim

rebates for previous years. In the
same letter, the authorities said this
would also apply to other non-
Dutch EU pension funds, and other
tax-exempt investors.

Since some of these investors,
like pension plans, charitable foun-
dations and possibly even sovereign
wealth funds, are exempt from this
tax in their own countries, KMPG
and Strathclyde challenged the
rules under the “free movement of
capital” provisions of EU law. The
principle is that if investors are tax-
exempt in one EU state, they should
be tax-exempt in all of them.

Chris Morgan, head of interna-
tional tax law at KPMG, said Strath-
clyde and the firm’s other clients
could collect about Œ100 million
($130 million) due to the ruling.
“The Dutch authorities have back-
dated it as far as 2003 and all inves-
tors have to do is apply,” Mr. Mor-
gan said. “Norway has made similar
payments to pension schemes since
a case involving Fokus Bank, which
was decided in 2004.”

In 2006, John Paulson bet that housing would tumble. Then he bet against banks.
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By Natasha Brereton

DAVOS, Switzerland—British
Airways PLC’s chairman said Thurs-
day the airline would soon decide
whether to proceed with its planned
merger with Iberia Líneas Aéreas
de España SA.

“I would be very concerned if we
weren’t able to make a call at least
in the first quarter,” BA’s
Martin Broughton said,
speaking on the sidelines of
the World Economic Fo-
rum. “We need to decide,
‘Are we going, or are we not
going?’ ”

The British and Spanish
carriers announced a £3.16
billion ($4.49 billion) all-
share merger in July, with
terms still to be set. How-
ever, BA’s £1.74 billion pen-
sion-fund deficit and its re-
cent share-price drop
emerged as challenges, and the
merger talks have slowed in recent
months as Iberia has pushed for a
greater share of a merged entity.

“I wouldn’t say that the pensions
issue is resolved, but we chose to dis-
continue discussions on any other as-
pect until they were satisfied on the
pension,” Mr. Broughton said. “It is
quite clear to me that they [Iberia]
have got a great deal more comfort-
able with the pension issue, so we
have now reopened discussions on all
the other issues,” Mr. Broughton said.

Mr. Broughton acknowledged
that the disproportionate fall in the
two companies’ share prices—which
affects market capitalization—was
perplexing. Trying to hit a fair
merger ratio, he said, is “tricky.”

BA has seen its hand weakened
by a 47% fall in its share price since
talks were disclosed July 29. Ibe-
ria’s shares have fallen 4% over the
same period.

Though the merger has hit a
stumbling block, Mr. Broughton
said the two airlines believe it is
“the right deal to do,” but warned

that if the deal wasn’t in the best in-
terest of shareholders, BA would
walk away.

The chairman also said that BA
wouldn’t stop its merger plans at
Iberia, adding that any alliance
would see BA as the “jewel in the
package.”

“From when we first started the
negotiations or discussions with Ibe-

ria, we always made it clear
that the only basis on
which we were prepared to
negotiate was this was the
first step in building a glo-
bal airline group,” he said.

Mr. Broughton also said
it remains a possibility that
BA would merge with Aus-
tralian carrier Qantas Air-
ways Ltd. BA had been in
merger talks with Qantas
but negotiations broke
down in mid-December.

Mr. Broughton added he
is confident the company would
gain antitrust immunity status for a
planned alliance with AMR Corp.’s
American Airlines and Iberia, but
said the new U.S. administration
could create delays.

BA signed a joint business agree-
ment with American and Iberia and
applied for antitrust immunity status
in August. Granted immunity status,
the deal would bypass monopoly laws
in the U.S., allowing BA, American
and Iberia to work together on sched-
uling and pricing. The planned tie-up
would also be a revenue-sharing deal.
However, Mr. Broughton wasn’t keen
on the idea of making any conces-
sions—namely giving up slots—to
guarantee a successful outcome.

Mr. Broughton said he would be
happy for BA to break even in its next
fiscal year, ending in 2010. This past
week, the U.K. flag carrier warned it
expects to post an operating loss of
about £150 million for the year end-
ing March 31, hit by the drop in ster-
ling’s value and the economic slump.
 —Kaveri Niththyananthan

contributed to this article.

British Airways expects
decision on Iberia soon

Martin
Broughton

IMF considers issuing bonds for first time
Effort is designed
to counter crisis;
Japan loan finalized
By Bob Davis

DAVOS, Switzerland—The Inter-
national Monetary Fund is finaliz-
ing a $100 billion loan from Japan
and is considering issuing bonds for
the first time in its history, as part
of an effort to double the financial
resources it has to fight the global fi-
nancial crisis.

“The simplest and most practi-
cal way forward is to pursue raising

funds on a conditional basis [from
Japan] or to get an agreement to is-
sue securities,” said John Lipsky,
the IMF’s deputy managing direc-
tor, who was holding a series of
meetings with IMF borrowers at the
Davos economic forum.

Mr. Lipsky said the IMF, which
now has a total of about $250 billion
to lend, wasn’t running short of
money despite making commit-
ments to lend about $50 billion in re-

cent months to Pakistan, Iceland
and a clutch of Eastern European
countries. But the IMF has felt for
months that it needs to double its
lending ability to about $500 billion
to bolster confidence that it could
handle other lenders. The IMF’s ex-
ecutive board is expected to take up
the issue of whether to approve any
new avenues of funding early in Feb-
ruary.

Asked whether Western Euro-
pean countries, outside tiny Ice-
land, might turn to the IMF for loans
if the crisis worsens, Mr. Lipsky
said, “in the current circumstances,
the right approach is ‘never say
never.’ ”

A new $100 billion loan program
could quickly tax IMF resources. In
October, the IMF said it would make
three-month loans to countries fac-
ing liquidity problems, but the coun-
tries would have to have policies the
IMF judges to be sound. The IMF
wouldn’t require those borrowers
to make the often-severe changes in
their policies that it has demanded
for decades. Inside the IMF, the loan
program has been dubbed “E-Z
loans.”

But thus far, no country has ap-
plied for such a loan, partly because
the term of the loan is so short and
partly because countries may feel
that any IMF loan signals to the mar-
ket that the nation may have greater
problems ahead. Mr. Lipsky said the
IMF is looking at how to revamp the
program.

To fund these loans and others,
the IMF wants more money. Since at

least November, Japan has offered
to lend the IMF $100 billion, but the
two sides haven’t been able to craft
a deal. Mr. Lipsky said the IMF now
“is finalizing our negotiations with
Japanese authorities.”

He said the Japanese loan would
be structured in a way similar to
two IMF programs called the Gen-
eral Arrangements to Borrow and
the New Arrangements to Borrow,
which provide as much as $50 bil-
lion in additional funding if the IMF
runs through its $200 billion in core
financing. The supplementary
money is meant to deal with emer-
gencies, as would the new $100 bil-
lion Japanese loan program.

By working through the IMF, Ja-
pan would be taking a different
route than it did during the Asia fi-
nancial crisis of a decade ago. Then,
Tokyo talked of establishing an

Asian Monetary Fund, which could
have been a competitor to the IMF.
Under heavy pressure from the U.S.,
Japan dropped the idea. This time,
by working through the IMF, Japan
could help provide financing for fi-
nancially troubled countries—many
of which import Japanese goods—
without kicking up opposition
abroad.

Mr. Lipsky said the IMF also is ex-
amining whether to issue bonds to
help raise part of the $150 billion

the IMF wants, apart from the Japa-
nese loan. Although the World Bank
has long financed itself through
bonds, the IMF depends on loans
from its member nations for financ-
ing. The IMF is considering whether
to sell some—perhaps most—of the
prospective bonds to central banks
and other government agencies,
rather than to the general investing
public, according to a person in-
volved in the discussions.

Traditionally, the U.S. and Eu-
rope have blocked other attempts
by the IMF to issue bonds, figuring
it would make the IMF too indepen-
dent of their direction, said former
IMF chief economist Michael
Mussa.

But the scope of the financial cri-
sis has stretched the financial re-
sources of wealthy nations, giving a
new impetus to an IMF bond initia-
tive. Asking the IMF’s 185 member
nations to increase their lending
commitments also is probably im-
practical given the financial trou-
bles many nations have at home. Is-
suing bonds is “an avenue that mer-
its consideration,” Mr. Lipsky said,
and IMF staff is now working out
technical issues.

The IMF has felt the
need to double its
lending ability to
about $500 billion.

DAVOS: WORLD ECONOMIC CRISIS
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$40 billionBack in business
The IMF's annual loans
nosedived in recent years
until the financial crisis
of 2008 brought the
IMF new clients

Source: International Monetary Fund

Note: Special drawing rights
converted into dollars at the
IMF's current exchange rate.

WITHOUT LONG
MEMORIES, BANKS
HAVE SHORT LIVES.

Take the long view.
In two centuries of banking,
we have witnessed and overcome
the oil shock of 1974, the crash
of 1929 and the panic of 1847.
Through every crisis Lombard Odier
has stuck to the same, simple idea:
long-term value creation and
protection for our clients.
The next 200 years
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/28 EUR 25.00 –4.7 –62.4 –40.7

MP-TURKEY.SI OT OT SVN 01/28 EUR 19.32 –1.1 –53.5 –32.8

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 0.0 –36.5 –18.1

Parex Caspian Sea Eq EU EQ LVA 01/28 EUR 2.26 7.6 –73.2 NS

Parex Eastern Europ Bd EU BD LVA 01/28 USD 8.72 0.0 –36.5 –18.1

Parex Russian Eq EE EQ LVA 01/28 USD 8.12 –6.2 –71.5 –41.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 01/29 USD 101.39 –8.6 –51.1 –23.3

PF (LUX)-Asian Eq-Pca AS EQ LUX 01/29 USD 97.26 –8.6 –51.6 –24.0

PF (LUX)-Biotech-Pca OT EQ LUX 01/28 USD 293.29 2.9 –8.9 0.5

PF (LUX)-CHF Liq-Pca CH MM LUX 01/28 CHF 124.03 0.0 1.5 1.8

PF (LUX)-CHF Liq-Pdi CH MM LUX 01/28 CHF 93.62 0.1 1.5 1.8

PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/28 EUR 114.88 –2.6 –39.0 –28.1

PF (LUX)-Digital Comm-Pca OT EQ LUX 01/28 USD 78.80 –3.1 –35.1 –16.8

PF (LUX)-East Eu-Pca EU EQ LUX 01/28 EUR 131.19 –1.8 –69.6 –44.9

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/29 USD 87.51 –6.1 –56.4 –27.6

PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/29 USD 290.05 –4.7 –55.4 –26.7

PF (LUX)-Eu Indx-Pca EU EQ LUX 01/28 EUR 75.53 –1.2 –36.8 –25.5

PF (LUX)-EUR Bds-Pca EU BD LUX 01/28 EUR 365.53 –2.1 –0.7 0.0

PF (LUX)-EUR Bds-Pdi EU BD LUX 01/28 EUR 278.17 –2.1 –0.7 0.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/28 EUR 125.33 0.4 –5.6 –2.8

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/28 EUR 88.11 0.4 –5.6 –2.8

PF (LUX)-EUR HiYld-Pca EU BD LUX 01/28 EUR 95.40 5.8 –28.7 –20.3

PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/28 EUR 55.31 5.8 –28.7 –20.3

PF (LUX)-EUR Liq-Pca EU MM LUX 01/28 EUR 134.90 0.2 3.5 3.4

PF (LUX)-EUR Liq-Pdi EU MM LUX 01/28 EUR 97.22 0.2 3.5 3.4

PF (LUX)-Europ Eq-Pca EU EQ LUX 01/28 EUR 304.41 –0.5 –41.3 –30.3

PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/28 EUR 99.32 –1.8 –38.5 –29.1

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/28 USD 190.24 0.4 –5.8 0.4

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/28 USD 129.42 0.4 –5.8 0.4

PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/28 USD 12.40 –3.4 –43.6 –27.1

PF (LUX)-Gr China-Pca AS EQ LUX 01/21 USD 189.86 –10.7 –48.9 –20.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 01/29 USD 179.26 –6.5 –62.1 –25.7

PF (LUX)-Jap Index-Pca JP EQ LUX 01/29 JPY 7773.04 –4.6 –39.0 –31.1

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/29 JPY 7041.49 –3.6 –41.5 –35.5

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/29 JPY 6869.84 –3.6 –41.8 –35.9

PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/29 JPY 3794.21 –3.4 –38.4 –33.7

PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/29 USD 146.36 –7.6 –49.4 –22.8

PF (LUX)-Piclife-Pca CH BA LUX 01/28 CHF 696.99 1.1 –13.9 –10.5

PF (LUX)-PremBrnds-Pca OT EQ LUX 01/28 EUR 42.22 –4.3 –35.9 –27.7

PF (LUX)-Rus Eq-Pca EE EQ LUX 01/28 USD 20.76 –9.1 –75.8 NS

PF (LUX)-Security-Pca GL EQ LUX 01/28 USD 72.10 0.9 –25.5 –16.3

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/28 EUR 329.32 0.9 –38.0 –28.7

PF (LUX)-US Eq-Ica US EQ LUX 01/28 USD 79.64 –2.5 –33.1 –18.3

PF (LUX)-USA Index-Pca US EQ LUX 01/28 USD 70.22 –3.1 –34.4 –20.5

PF (LUX)-USD Gov Bds-Pca US BD LUX 01/28 USD 517.59 –2.4 6.8 8.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/28 USD 379.79 –2.4 6.8 8.4

PF (LUX)-USD Liq-Pca US MM LUX 01/28 USD 130.28 0.1 2.1 3.3

PF (LUX)-USD Liq-Pdi US MM LUX 01/28 USD 85.07 0.1 2.1 3.4

PF (LUX)-Water-Pca GL EQ LUX 01/28 EUR 107.55 4.4 –22.3 –16.2

PF (LUX)-WldGovBds-Pca GL BD LUX 01/28 USD 158.55 –3.8 4.0 9.2

PF (LUX)-WldGovBds-Pdi GL BD LUX 01/28 USD 131.23 –3.8 4.0 9.2
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/28 USD 32.73 –21.2 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 01/28 USD 7.83 –0.1 –36.7 –25.5
Japan Fund USD JP EQ IRL 01/29 USD 14.23 –3.1 –10.0 –11.4

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 12/31 USD 126.59 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 6.75 –58.8 –58.8 –25.1
Europn Conviction USD B EU EQ CYM 12/31 USD 126.28 10.6 10.6 8.6
Europn Forager USD B OT OT CYM 12/31 USD 178.94 –12.8 –12.8 –0.8
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 12/31 USD 13.99 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 12/31 USD 165.85 4.3 4.3 3.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 01/21 USD 57.71 0.0 –54.5 –22.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 01/28 EUR 540.93 –4.0 –35.6 NS
Core Eurozone Eq B EU EQ IRL 01/28 EUR 629.01 –4.3 NS NS
Euro Fixed Income A EU BD IRL 01/28 EUR 1103.90 –2.5 –12.7 –6.8
Euro Fixed Income B EU BD IRL 01/28 EUR 1172.00 –2.4 –12.2 –6.3
Euro Small Cap A EU EQ IRL 01/28 EUR 852.31 0.5 –42.9 –35.6
Euro Small Cap B EU EQ IRL 01/28 EUR 907.95 0.6 –42.6 –35.2
Eurozone Agg Eq A EU EQ IRL 01/28 EUR 486.51 –2.1 –40.7 NS
Eurozone Agg Eq B EU EQ IRL 01/28 EUR 695.34 –2.1 –40.3 –28.1
Glbl Bd (EuroHdg) A GL BD IRL 01/28 EUR 1204.18 0.6 –8.0 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 01/28 EUR 1271.13 0.6 –7.4 –2.4
Glbl Bd A EU BD IRL 01/28 EUR 1022.52 4.3 0.2 –2.0
Glbl Bd B EU BD IRL 01/28 EUR 1082.61 4.3 0.8 –1.4
Glbl Real Estate A OT EQ IRL 01/28 USD 613.21 –8.0 –49.7 –34.7
Glbl Real Estate B OT EQ IRL 01/28 USD 628.69 –8.0 –49.4 –34.3
Glbl Real Estate EH-A OT EQ IRL 01/28 EUR 580.06 –7.5 –48.0 –35.7
Glbl Real Estate SH-B OT EQ IRL 01/28 GBP 54.46 –8.1 –48.0 –34.9
Glbl Strategic Yield A EU BD IRL 01/28 EUR 1165.38 3.1 –21.0 –11.4
Glbl Strategic Yield B EU BD IRL 01/28 EUR 1240.15 3.1 –20.5 –10.8
Japan Equity A JP EQ IRL 01/28 JPY 9676.00 –6.4 –39.8 –33.1
Japan Equity B JP EQ IRL 01/28 JPY 10256.00 –6.3 –39.4 –32.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/28 USD 1183.53 –8.0 –49.7 –24.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/28 USD 1256.09 –7.9 –49.4 –23.7
Pan European Eq A EU EQ IRL 01/28 EUR 715.09 –0.5 –39.8 –28.2
Pan European Eq B EU EQ IRL 01/28 EUR 758.10 –0.4 –39.4 –27.8
US Equity A US EQ IRL 01/28 USD 652.04 –2.6 –37.9 –21.9
US Equity B US EQ IRL 01/28 USD 694.31 –2.5 –37.5 –21.4
US Small Cap A US EQ IRL 01/28 USD 964.71 –4.1 –37.7 –23.5
US Small Cap B US EQ IRL 01/28 USD 1027.84 –4.0 –37.3 –23.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/29 SEK 57.30 –4.8 –45.0 –31.0
Choice Japan Fd JP EQ LUX 01/29 JPY 43.15 –4.0 –38.4 –32.9
Choice Jpn Chance/Risk JP EQ LUX 01/29 JPY 42.78 –4.5 –44.9 –33.9
Choice NthAmChance/Risk US EQ LUX 01/29 USD 2.87 2.5 –38.4 –23.1
Europe 2 Fd EU EQ LUX 01/29 EUR 0.68 –2.4 –47.0 –32.3
Europe 3 Fd EU EQ LUX 01/29 GBP 2.75 –8.0 –34.1 –20.0
Global Chance/Risk Fd GL EQ LUX 01/29 EUR 0.50 5.6 –30.3 –23.1
Global Fd GL EQ LUX 01/29 USD 1.60 –3.8 –40.2 –23.5
Intl Mixed Fd -C- NO BA LUX 01/29 USD 21.72 –5.5 –30.7 –15.4
Intl Mixed Fd -D- NO BA LUX 01/29 USD 15.33 –5.5 –30.7 –14.3
Wireless Fd OT EQ LUX 01/29 EUR 0.10 3.9 –40.6 –24.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/29 USD 4.23 –6.6 –46.5 –23.1
Currency Alpha EUR -IC- OT OT LUX 01/29 EUR 10.82 –0.9 7.2 NS
Currency Alpha EUR -RC- OT OT LUX 01/29 EUR 10.76 –0.9 6.7 NS
Currency Alpha SEK -ID- OT OT LUX 01/29 SEK 104.52 –1.1 NS NS

Currency Alpha SEK -RC- OT OT LUX 01/29 SEK 113.22 –0.9 6.7 NS
Generation Fd 80 OT OT LUX 01/29 SEK 6.24 –2.3 –28.0 NS
Nordic Focus EUR NO EQ LUX 01/29 EUR 52.29 4.8 –38.4 NS
Nordic Focus NOK NO EQ LUX 01/29 NOK 57.40 4.8 –38.4 NS
Nordic Focus SEK NO EQ LUX 01/29 SEK 58.59 4.8 –38.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/29 USD 1.38 –0.8 –36.8 –23.0
Ethical Global Fd GL EQ LUX 01/29 USD 0.58 –6.5 –42.0 –25.5
Ethical Sweden Fd NO EQ LUX 01/29 SEK 26.63 –7.4 –32.7 –24.0
Europe Fd EU EQ LUX 01/29 USD 1.48 –6.0 –40.8 –26.9
Index Linked Bd Fd SEK OT BD LUX 01/29 SEK 12.88 –1.5 0.9 3.9
Medical Fd OT EQ LUX 01/29 USD 2.83 –1.5 –21.6 –12.0
Short Medium Bd Fd SEK NO MM LUX 01/29 SEK 9.18 0.3 3.0 3.1
Technology Fd OT EQ LUX 01/29 USD 1.58 1.7 –34.6 –19.2
World Fd NO BA LUX 01/29 USD 1.55 –6.7 –37.9 –17.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/29 EUR 1.27 0.1 1.9 2.1
Short Bond Fd SEK NO MM LUX 01/29 SEK 21.65 0.4 2.8 3.0
Short Bond Fd USD US MM LUX 01/29 USD 2.50 0.0 1.5 2.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/29 SEK 9.86 –2.0 –4.6 –0.8
Alpha Bond Fd SEK -B- NO BD LUX 01/29 SEK 8.85 –2.0 –4.6 –0.8
Alpha Bond Fd SEK -C- NO BD LUX 01/29 SEK 24.71 –2.0 –4.8 –0.9
Alpha Bond Fd SEK -D- NO BD LUX 01/29 SEK 8.23 –2.0 –4.8 –0.9
Alpha Short Bd SEK -A- NO MM LUX 01/29 SEK 10.90 0.8 3.3 3.3
Alpha Short Bd SEK -B- NO MM LUX 01/29 SEK 10.22 0.8 3.3 3.3
Alpha Short Bd SEK -C- NO MM LUX 01/29 SEK 21.32 0.8 3.2 3.1
Alpha Short Bd SEK -D- NO MM LUX 01/29 SEK 8.86 0.8 3.2 3.1
Bond Fd SEK -C- NO BD LUX 01/29 SEK 41.27 –0.7 7.5 5.5
Bond Fd SEK -D- NO BD LUX 01/29 SEK 12.38 –0.7 6.3 4.9
Corp. Bond Fd EUR -C- EU BD LUX 01/29 EUR 1.08 –1.3 –9.5 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 01/29 EUR 0.84 –1.3 –9.8 –4.9
Corp. Bond Fd SEK -C- NO BD LUX 01/29 SEK 10.73 –0.2 –12.3 –5.7
Corp. Bond Fd SEK -D- NO BD LUX 01/29 SEK 8.43 –0.2 –12.1 –5.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/29 EUR 102.35 –1.5 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/29 EUR 102.02 –1.5 NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 01/29 SEK 1073.22 –1.5 NS NS
Flexible Bond Fd -C- NO BD LUX 01/29 SEK 20.96 0.5 5.5 4.3
Flexible Bond Fd -D- NO BD LUX 01/29 SEK 11.86 0.5 5.5 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/29 SEK 79.86 –0.3 –21.2 –13.6
Global Hedge I SEK -D- OT OT LUX 01/29 SEK 72.98 –0.3 –23.5 –14.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/29 USD 1.45 –6.0 –49.6 –20.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/29 SEK 16.69 –0.6 –40.5 –26.5
Europe Chance/Risk Fd EU EQ LUX 01/29 EUR 742.75 –2.6 –50.1 –34.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 01/15 USD 9.25 –1.6 –40.3 –1.5
UAE Blue Chip Fund Acc OT OT ARE 01/22 AED 3.92 –14.4 –67.6 –28.1

n WWW.SGAM.COM
SGAM FUND
Bonds CHF A OT OT LUX 01/19 CHF 27.92 –1.0 5.3 2.5
Bonds ConvEurope A OT OT LUX 01/27 EUR 27.87 –1.7 –4.6 1.7
Bonds Eur Corp A OT OT LUX 01/27 EUR 20.81 0.4 –5.7 –3.2
Bonds Eur Hi Yld A OT OT LUX 01/27 EUR 13.66 2.8 –31.8 –21.3

Bonds EURO A OT OT LUX 01/28 EUR 38.91 –1.5 3.1 3.0
Bonds Europe A OT OT LUX 01/27 EUR 37.20 –1.8 2.4 1.9
Bonds US MtgBkSec A OT OT LUX 01/27 USD 24.94 –2.7 –3.7 2.1
Bonds US OppsCoreplus A OT OT LUX 01/28 USD 32.24 2.3 0.6 4.4
Bonds World A OT OT LUX 01/27 USD 38.54 –3.2 0.7 8.0
Eq. China A OT OT LUX 01/23 USD 13.01 –12.9 –51.9 –20.1
Eq. ConcentratedEuropeA OT OT LUX 01/28 EUR 20.05 –2.7 –43.0 –30.5
Eq. Eastern Europe A OT OT LUX 01/28 EUR 12.47 –5.7 –66.2 –42.5
Eq. Equities Global Energy OT OT LUX 01/28 USD 14.47 1.5 –34.9 –10.7
Eq. Euroland A OT OT LUX 01/28 EUR 8.83 –3.7 –40.0 –28.3
Eq. Euroland MidCapA OT OT LUX 01/28 EUR 14.48 0.5 –42.2 –32.2
Eq. EurolandCyclclsA OT OT LUX 01/28 EUR 13.40 –2.4 –38.2 –22.2
Eq. EurolandFinancialA OT OT LUX 01/27 EUR 7.28 –13.5 –54.6 –41.2
Eq. Glbl Emg Cty A OT OT LUX 01/28 USD 5.51 –7.9 –53.9 –25.2
Eq. Global A OT OT LUX 01/28 USD 20.53 –2.4 –39.8 –24.7
Eq. Global Technol A OT OT LUX 01/28 USD 3.79 3.7 –37.8 –26.7
Eq. Gold Mines A OT OT LUX 01/28 USD 20.32 –2.8 –38.0 –11.2
Eq. Japan Sm Cap A OT OT LUX 01/28 JPY 887.82 –2.0 –36.6 –40.9
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –2.9 –13.9 –20.1
Eq. Pacific A OT OT LUX 01/28 USD 5.75 –10.0 –51.9 –22.6
Eq. US ConcenCore A OT OT LUX 01/28 USD 16.08 –1.0 –32.2 –19.0
Eq. US Lg Cap Gr A OT OT LUX 01/28 USD 11.19 3.8 –37.2 –22.2
Eq. US Mid Cap A OT OT LUX 01/27 USD 19.43 –3.0 –42.4 –22.4
Eq. US Multi Strg A OT OT LUX 01/28 USD 16.05 0.4 –38.2 –24.6
Eq. US Rel Val A OT OT LUX 01/27 USD 14.98 –3.6 –42.7 –30.0
Eq. US Sm Cap Val A OT OT LUX 01/28 USD 12.44 –3.9 –45.4 –32.1
Eq. US Value Opp A OT OT LUX 01/28 USD 12.77 –1.5 –43.7 –31.4
Money Market EURO A OT OT LUX 01/27 EUR 27.18 0.2 4.2 4.0
Money Market USD A OT OT LUX 01/28 USD 15.76 0.1 2.6 3.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/29 JPY 7952.00 –7.6 –44.1 –37.6
YMR-N Japan Fund JP EQ IRL 01/29 JPY 8647.00 –8.4 –42.2 –34.5
YMR-N Low Price Fund JP EQ IRL 01/29 JPY 12174.00 –6.2 –37.2 –33.8
YMR-N Small Cap Fund JP EQ IRL 01/29 JPY 5979.00 –6.8 –42.4 –38.8
Yuki Mizuho Gen Jpn III JP EQ IRL 01/29 JPY 3920.00 –7.7 –50.7 –39.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/29 JPY 4134.00 –8.0 –50.7 –41.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/29 JPY 5679.00 –6.9 –47.4 –39.0
Yuki Mizuho Jpn Gen JP EQ IRL 01/29 JPY 7376.00 –8.0 –44.1 –36.4
Yuki Mizuho Jpn Gro JP EQ IRL 01/29 JPY 5743.00 –8.1 –44.6 –38.8
Yuki Mizuho Jpn Inc JP EQ IRL 01/29 JPY 7497.00 –5.7 –35.9 –31.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/29 JPY 4578.00 –8.1 –43.5 –34.5
Yuki Mizuho Jpn LowP JP EQ IRL 01/29 JPY 10280.00 –9.3 –35.9 –31.2
Yuki Mizuho Jpn PGth JP EQ IRL 01/29 JPY 7025.00 –8.0 –49.3 –38.5
Yuki Mizuho Jpn SmCp JP EQ IRL 01/29 JPY 5769.00 –5.9 –45.4 –38.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/29 JPY 4902.00 –5.6 –40.5 –34.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/29 JPY 2310.00 –3.2 –52.9 –50.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/29 JPY 3925.00 –6.6 –48.6 –38.3
Yuki 77 General JP EQ IRL 01/29 JPY 5598.00 –5.2 –44.2 –35.5
Yuki 77 Growth JP EQ IRL 01/29 JPY 5292.00 –10.5 –48.4 –40.9
Yuki 77 Income AS EQ IRL 01/29 JPY 4817.00 –5.8 –35.6 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/29 JPY 5932.00 –4.9 –41.3 –34.9
Yuki Chugoku Jpn Gro JP EQ IRL 01/29 JPY 4652.00 –9.0 –45.7 –35.5
Yuki Chugoku JpnLowP JP EQ IRL 01/29 JPY 7528.00 –8.1 –34.2 –29.0
Yuki Chugoku JpnPurGth JP EQ IRL 01/29 JPY 4183.00 –10.5 –44.8 –37.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/29 JPY 6371.00 –5.9 –44.1 –36.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/29 JPY 4231.00 –7.0 –44.5 –35.5
Yuki Hokuyo Jpn Inc JP EQ IRL 01/29 JPY 4843.00 –8.3 –36.0 –31.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/29 JPY 4408.00 –6.3 –40.4 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/29 JPY 4253.00 –5.5 –48.6 –39.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/29 JPY 3927.00 –10.0 –48.3 –38.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/29 JPY 4688.00 –8.1 –42.8 –36.4

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Smaller Cap OT OT CYM 11/28 USD 15.43 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 11/28 USD 68.65 –52.2 –51.4 –23.5

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 11/28 USD 36.36 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 12/31 USD 1359.96 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 12/31 USD 1741.83 –9.8 –9.8 –2.2
CMA MultHdge Balncd OT OT CYM 12/31 USD 1247.13 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 12/31 USD 1708.52 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 12/31 USD 929.17 –0.3 1.6 6.7

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 11/28 EUR 101.40 –21.7 –21.4 –6.3
D'Auriol Opp F3 EUR EU MM CYM 11/28 EUR 1011.81 –26.2 –26.0 –10.2

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 12/31 USD 2067.95 –11.5 –11.5 –4.4

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

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 12/31 EUR 214.76 15.9 15.9 35.2
Horseman EmMkt Opp USD GL EQ USA 12/31 USD 219.48 14.6 14.6 36.0
Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 209.19 16.5 16.5 19.0
Horseman EurSelLtd USD EU EQ GBR 12/31 USD 217.51 15.7 15.7 19.4
Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1
Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 01/16 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 01/16 USD 1.77 0.7 NS NS

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

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

MultiAdv Arb S GBP OT OT CYM 12/31 GBP 99.72 –25.0 –25.0 –9.8
MultiAdv Arb S USD OT OT CYM 12/31 USD 108.31 –23.4 –23.4 –8.9
MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

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

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

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 01/23 USD 167.96 –12.6 NS –52.7
Antanta MidCap Fund EE EQ AND 01/23 USD 216.84 –25.2 NS –58.1

Meriden Opps Fund GL OT AND 01/28 EUR 86.27 –0.9 –19.0 NS
Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 11/28 USD 1221.07 –17.7 –17.5 –3.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 01/20 USD 85.79 3.0 79.6 29.7
Superfund GCT USD* GL EQ LUX 01/20 USD 3725.00 2.0 53.9 15.6
Superfund Gold A (SPC) GL OT CYM 01/20 USD 1147.52 –1.3 21.8 22.5
Superfund Gold B (SPC) GL OT CYM 01/20 USD 1344.85 –0.2 35.5 25.8
Superfund Q-AG* OT OT AUT 01/20 EUR 8886.00 1.4 37.5 14.8

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 12/31 EUR 1294.11 3.4 3.4 8.5
Winton Evolution GBP GL OT VGB 12/31 GBP 1275.44 4.6 4.6 9.7
Winton Evolution JPY GL OT VGB 12/31 JPY 114484.74 –0.4 –0.4 5.0
Winton Evolution USD GL OT CYM 12/31 USD 1264.06 3.1 3.1 8.7
Winton Futures EUR GL OT VGB 12/31 EUR 205.87 21.3 21.3 18.9
Winton Futures GBP GL OT VGB 12/31 GBP 221.96 23.1 23.1 20.6
Winton Futures JPY Lead Series 2 GL OT VGB 12/31 JPY 14758.61 17.3 17.3 15.5
Winton Futures USD GL OT VGB 12/31 USD 733.31 21.0 21.0 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 01/23 EUR 111.59 –6.1 –18.5 –8.2
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 01/23 USD 240.05 –7.2 –17.2 –6.1

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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Moralizing makes up for lost morals
Thursday in Davos began with

blue sky outside—and more repent-
your-sins inside the conference
halls, which started to resemble
tent-revival meetings.

Capitalism has seen better
days.

Early-morning sessions in-
cluded “Can the world live with
the frugal American,” where Zhu
Min, group executive vice presi-
dent at the Bank of China, and oth-
ers tackled American credit-card
debt. That session ran on a paral-
lel track with one focused on the
breakdown in computation mod-
eling.

But the real value assessment
was midmorning as Tony Blair
and Shimon Peres along with ex-
ecutives such as Stephen Green,
chairman of U.K. bank HSBC Hold-
ings PLC, discussed the disap-
pearance of morals before a
standing-room-only crowd in a
main conference call.

All seemed to agree business
ethics went off track, and regula-
tion needed a review, too. Mr.
Green told the story of how a Brit-
ish train system had prepared for
a snowstorm. Yet when the snow
arrived, it was annnounced that
the train operator had prepared
for the wrong form of snow. In
other words, there was plenty of
regulation. It was just the wrong
kind.

PepsiCo chief Indra Nooyi, Mr.
Green and others did say capital-
ism was needed to power emerg-
ing markets and scientific re-
search. Ms. Nooyi also said the ma-
jority of “Main Street” had good
values.

“The other part of the economy
needs some work,” said Ms. Nooyi,
who argued that innovation in the
financial world got too far ahead of
regulation.

—Carrick Mollenkamp

OPEC’s Cuts May be Unkind
Top oil chiefs said the oil sector

is at risk of cutting too much invest-
ment amid the global economic
downturn and may end up laying
the foundation for sharply higher
prices when economic activity
eventually recovers.

Abdalla Salem El-Badri, the sec-
retary-general of the Organization
of Petroleum Exporting Countries,
said $40- and even $50-a-barrel oil
prices were too low for OPEC na-
tions to keep investing in future
production capacity. OPEC could
cut more output to support prices,
which are at around $41.66 a bar-
rel, Mr. El-Badri said.

Echoing Mr. El-Badri, BP PLC
Chief Executive Tony Hayward
said the “big challenge” for glo-
bal oil companies was continuing
investment in new pumping ca-
pacity.

“I absolutely agree with the sec-
retary-general” on the threat that

falling investment would hurt pro-
duction and cause much higher
crude prices in the future, Mr. Hay-
ward told an audience. “Demand
will recover and unless we are able
to invest, prices will rise sharply.”

—Spencer Swartz

Erdogan Storms Off Stage
Davos is often used as proof

that despite superficial differ-
ences, the global elite is really just
a cozy club. But not when Israel’s
the topic.

Turkish Prime Minister Recep
Tayyip Erdogan walked off stage
red-faced after a sharp exchange
with Israeli President Shimon
Peres over the fighting in Gaza,
calling it “very wrong.”

Mr. Erdogan tried to rebut
Mr. Peres as the discussion was
ending, asking the moderator,
Washington Post columnist
David Ignatius, to let him speak
once more. Mr. Erdogan said in

Turkish that “I remember two
former prime ministers in your
country who said they felt very
happy when they were able to en-
ter Palestine on tanks. I find it
very sad that people applaud
what you said,” he said. When
Mr. Ignatius tried to cut Mr. Er-
dogan off—“We really do need to
get people to dinner”—Mr. Er-
dogan said, “Thank you very
much. I don’t think I will come
back to Davos after this.”

The confrontation saw
Messrs Peres and Ergodan raise
their voices—highly unusual at
Davos. Forum founder Klaus
Schwab huddled with Mr. Er-
dogan in a corner of the Con-
gress Center. “I have know Shi-
mon Peres for many years, and I
also know Erdogan. I have never
seen Shimon Peres so passionate
as he was today.”

—Associated Press

THE DAILY DAVOS
Updates from the World Economic Forum

DAVOS: WORLD ECONOMIC CRISIS
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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 01/28 GBP 6.65 –0.2 –21.0 –14.2

Andfs. Borsa Global GL EQ AND 01/28 EUR 5.58 –3.8 –33.5 –22.8

Andfs. Emergents GL EQ AND 01/28 USD 9.87 –1.3 –47.9 –21.3

Andfs. Espanya EU EQ AND 01/28 EUR 10.23 –5.4 –32.4 –22.0

Andfs. Estats Units US EQ AND 01/28 USD 11.94 –2.1 –34.3 –20.2

Andfs. Europa EU EQ AND 01/28 EUR 6.18 –4.7 –35.0 –24.1

Andfs. Franca EU EQ AND 01/28 EUR 7.89 –4.7 –34.7 –25.1

Andfs. Japo JP EQ AND 01/28 JPY 412.12 –6.0 –38.8 –31.3

Andfs. Plus Dollars US BA AND 01/28 USD 8.27 –1.9 –20.2 –11.0

Andfs. RF Dolars US BD AND 01/28 USD 10.08 –1.3 –11.8 –4.9

Andfs. RF Euros EU BD AND 01/28 EUR 8.86 –1.0 –19.3 –11.3

Andorfons EU BD AND 01/28 EUR 11.56 –3.1 –23.2 –14.7

Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8

Andorfons Mix 30 EU BA AND 01/28 EUR 7.78 –3.9 –29.2 –18.4

Andorfons Mix 60 EU BA AND 01/28 EUR 7.71 –5.2 –35.0 –22.9

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 01/16 USD 133016.86 –1.4 –48.0 –21.1

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 01/29 EUR 10.05 –0.2 –0.8 –0.3
DJE-Absolut P GL EQ LUX 01/29 EUR 169.44 –3.3 –26.1 –14.7
DJE-Alpha Glbl P EU BA LUX 01/29 EUR 149.30 –2.9 –20.9 –11.0
DJE-Div& Substanz P GL EQ LUX 01/29 EUR 174.46 –0.3 –20.1 –11.9
DJE-Gold&Resourc P OT EQ LUX 01/29 EUR 129.63 –0.8 –32.7 –10.4
DJE-Renten Glbl P EU BD LUX 01/29 EUR 120.90 1.0 –0.5 0.5
LuxPro-Dragon I AS EQ LUX 01/29 EUR 93.05 0.2 –39.4 –14.1
LuxPro-Dragon P AS EQ LUX 01/29 EUR 90.90 0.2 –40.0 –15.0
LuxTopic-Aktien Europa EU EQ LUX 01/29 EUR 13.20 –7.9 –21.7 –11.1
LuxTopic-Pacific AS EQ LUX 01/29 EUR 9.19 1.5 –50.9 –27.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 01/15 CHF 70.79 –0.8 –52.0 –21.6
HF-World Bds Abs Ret OT OT CHE 01/15 USD 71.48 0.0 –22.1 –7.8

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 12/31 USD 34.58 –46.2 –46.2 –6.7
EFG-Hermes MEDA* GL EQ BMU 12/31 USD 20.95 –42.1 –42.1 –6.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 12/31 SAR 4.74 NS NS NS
EFG-Hermes Telecom OT EQ BMU 12/31 USD 25.64 –33.1 –33.1 –5.7

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 01/28 USD 251.03 2.2 –19.5 –7.6
Sel Emerg Mkt Equity GL EQ GGY 01/28 USD 123.95 –5.4 –47.9 –22.4
Sel Euro Equity EUR US EQ GGY 01/26 EUR 71.27 –4.4 –44.7 –30.9
Sel European Equity EU EQ GGY 01/28 USD 129.24 –6.0 –48.4 –29.0
Sel Glob Equity GL EQ GGY 01/28 USD 136.97 –4.6 –44.2 –27.7
Sel Glob Fxd Inc GL BD GGY 01/28 USD 126.13 –2.2 –15.7 –4.5
Sel Pacific Equity AS EQ GGY 01/28 USD 84.03 –7.1 –47.5 –22.4
Sel US Equity US EQ GGY 01/28 USD 98.26 –2.5 –36.9 –22.8
Sel US Sm Cap Eq US EQ GGY 01/28 USD 126.89 –3.0 –39.2 –27.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 01/28 EUR 285.85 –2.1 –18.6 –10.3
DSF 50/50 EU BA LUX 01/28 EUR 211.82 –2.0 –24.8 –15.2
DSF 75/25 EU BA LUX 01/28 EUR 159.36 –1.8 –31.2 –20.4
KBC Eq (L) Europe EU EQ LUX 01/28 EUR 385.53 –0.8 –41.4 –30.1
KBC Eq (L) Japan JP EQ LUX 01/28 JPY 15509.00 –7.3 –39.5 –33.9
KBC Eq (L) NthAmer EUR US EQ LUX 01/28 EUR 442.81 –3.1 –36.6 –22.0
KBC Eq (L) NthAmer USD US EQ LUX 01/28 USD 643.55 –3.0 –35.1 –20.0
KBL Key America EUR US EQ LUX 01/27 EUR 303.88 –4.7 –41.3 –24.8
KBL Key America USD US EQ LUX 01/27 USD 318.34 –4.4 –40.6 –23.3
KBL Key East Europe EU EQ LUX 01/27 EUR 1013.39 –4.2 –66.4 –41.7
KBL Key Eur Sm Cie EU EQ LUX 01/27 EUR 615.67 –2.1 –46.7 –35.1
KBL Key Europe EU EQ LUX 01/27 EUR 499.44 –3.7 –35.2 –26.1
KBL Key Far East AS EQ LUX 01/27 USD 827.03 –8.3 –50.9 –25.4
KBL Key Major Em Mkts GL EQ LUX 01/27 USD 315.92 –7.8 –61.5 –29.5
KBL Key NaturalRes EUR OT EQ LUX 01/27 EUR 343.76 0.9 –39.1 –17.8
KBL Key NaturalRes USD OT EQ LUX 01/27 USD 344.24 –4.5 –45.5 –16.9

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/16 USD 32.39 –5.1 –56.8 –24.8
LG Asian Plus AS EQ CYM 01/16 USD 36.11 –4.4 –56.9 –20.4
LG Asian SmallerCo's AS EQ BMU 01/23 USD 51.45 –6.7 –60.8 –39.5
LG India EA EQ MUS 01/22 USD 28.63 –10.3 –68.5 –30.2
Siberian Investment Co EE EQ IRL 01/19 USD 15.50 –4.5 –82.6 –53.1
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Crisis brings discord for U.S. and China
Financial ties tested
as Beijing lays blame
for global downturn

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

The global economic crisis is fuel-
ing Chinese frustration and doubt
about the American financial sys-
tem, and new discord between the
U.S. and its largest creditor is rais-
ing questions about their ability to
cooperate to pull the world out of its
deepening slump.

Leaders in China, the world’s
third-largest economy, have been
surprised and upset over how much
the problems of the U.S. financial sec-
tor have hurt China’s holdings. In re-
sponse, Beijing is re-examining its
U.S. investments, say people familiar
with the government’s thinking.

Chinese leaders have felt burned
by a series of bad experiences with
U.S. investments they had believed
were safe, say people familiar with
their thinking, including holdings in
Morgan Stanley, the collapsed Re-
serve Primary Fund and mortgage
giants Fannie Mae and Freddie Mac.
As a result, the people say, govern-
ment leaders decided not to make
new investments in a number of U.S.
companies that sought China’s capi-
tal. China’s pullback from Fannie
and Freddie debt helped to push up
rates on U.S. mortgages last year
just as Washington was seeking to
revive the U.S. housing market.

On Wednesday, Chinese Premier
Wen Jiabao squarely blamed the
U.S.-led financial system for the
world’s deepening economic slump,
in the most public indication yet of
discord between Beijing and Wash-
ington. Mr. Wen, the first Chinese
premier to visit the annual global
gathering of economic and political
leaders in Davos, Switzerland, deliv-
ered a strongly worded indictment
of the causes of the crisis, clearly
aimed largely at the U.S. though he
didn’t name it. Mr. Wen blamed an
“excessive expansion of financial in-
stitutions in blind pursuit of profit,”
a failure of government supervision
of the financial sector, and an “un-
sustainable model of development,
characterized by prolonged low sav-
ings and high consumption.”

To be sure, China’s economy now
is so closely intertwined with the
U.S.’s that major, abrupt changes are
unlikely. The U.S.-China economic re-

lationship has become arguably the
world’s most important. China has
been recycling its vast export earn-
ings by financing the U.S. deficit
through buying Treasurys, helping to
keep U.S. interest rates low and give
American consumers more spending
power to buy Chinese exports.

China now has roughly $2 trillion
in foreign-exchange reserves, and has
continued to buy U.S. government
debt—surpassing Japan in Septem-
ber as the biggest foreign holder of
Treasurys, by one official U.S. mea-
sure. China must continue to recycle
its trade surplus if it doesn’t want its
currency to appreciate too quickly.

Still, the relatively smooth finan-
cial ties between the two powers that
underpinned the global economic
boom of recent years are being tested.
As both sides survey the wreckage of
the U.S. housing bubble and credit
crunch, mutual recriminations are
raising doubts about the relationship.

The Chinese premier’s remarks
came a few days after Treasury Sec-
retary Timothy Geithner fanned the
flames when he accused China of
“manipulating” its currency during
his confirmation process. That was
widely seen as an escalation of long-
standing U.S. complaints that China
artificially depresses the value of
the yuan to bolster its exports, and
prompted strong denials from
Beijing. The Obama administration
has since played down the state-
ment’s significance.

Frictions between the two coun-
tries began to worsen long before
Barack Obama took office. The Chi-
nese central bank last year stopped
lending its Treasury holdings for
fear the borrowers will go bankrupt,
according to people familiar with
the discussions—a decision that dis-
rupted the functioning of the Trea-
sury market. Beijing rejected pleas
by Washington to resume its lend-
ing of Treasurys, the people said.

Meanwhile, China, for years the
largest foreign investor in bonds from
Fannie Mae and Freddie Mac, has
been sharply trimming its holdings of
that debt. After making direct net pur-
chases of $46 billion in the first half of
2008, China’s government and compa-
nies were net sellers of $26.1 billion in
the five months through November,
according to the latest U.S. data.

Weak demand for such debt from
China and other foreign investors
helped prompt the Federal Reserve
to announce in November that it
would take the step of buying up to
$600 billion in debt from Fannie,
Freddie and two other U.S. govern-
ment-related mortgage businesses.

While Chinese officials have gener-

ally been circumspect in public, some
Chinese commentators have sharp-
ened their rhetoric in recent weeks.
Washington “should not expect con-
tinuous inflow of more cheap foreign
capital to fund its one-after-another
massive bailouts,” said a December ed-
itorial in the government-owned, Eng-
lish-language China Daily. Officials at
the newspaper said the commentary
wasn’t ordered by the government.

Cash-rich Chinese financial insti-
tutions are under withering criti-
cism at home for investments in the
West that have lost money, such as a
$5.6 billion stake in Morgan Stanley
purchased by China’s sovereign-
wealth fund, China Investment
Corp., 13 months ago. The U.S. com-
pany’s shares have dropped around
60% since then. Chinese institutions
have rebuffed entreaties to invest in
struggling U.S. companies even as
investors from Japan and the Mid-
dle East have stepped up.

For years, Washington has
pushed China to adopt an economic
and financial system more like that
in the U.S.—arguing, for example,
that China should liberalize capital
flows in and out of the country. In
many cases, China has moved more
slowly than the U.S. desired. Beijing
has resisted American pressure to
let its currency appreciate in line
with market forces, for example,
which economists say has helped in-
flate China’s trade surplus.

But often, U.S. suggestions had a
sympathetic audience among re-
formers in China’s government, and
many of China’s financial overhauls
in recent decades have been inspired
by the U.S. model. Now, some of
these changes, and their proponents,

have lost credibility in China in the
wake of the financial meltdown, and
recently commentators and officials
in China have been increasingly criti-
cal about Washington.

Amid high-level Sino-U.S. eco-
nomic talks in Beijing in early De-
cember, Chinese officials admon-
ished the U.S. and Europe for their
financial governance.

Vice Premier Wang Qishan, Chi-
na’s top finance official, called on
the U.S. to “take all necessary mea-
sures to stabilize its economy and fi-
nancial markets to ensure the secu-
rity of China’s assets and invest-
ments in the U.S.”

A similar complaint was issued
by Lou Jiwei, chairman of CIC, the
government fund established in
2007 to seek higher returns on a
$200 billion chunk of China’s cur-
rency holdings. Mr. Lou said in a De-
cember speech that he has “lost con-
fidence” because of inconsistent
government policies concerning
support for Western banks.

CIC officials are especially sensi-
tive about the fate of their U.S. invest-
ments because they have been under
fire for the poor performance of ear-
lier deals. CIC has sustained large pa-
per losses on the $3 billion it invested
in Blackstone Group LP in June 2007,
as well as the Morgan Stanley stake.
Staffed by officials, some Western-ed-
ucated, who have helped promote fi-
nancial-market liberalization in
China, CIC is also viewed by some Chi-
nese as a symbol of the country’s close
financial ties to the U.S.—another rea-
son it has been in the cross hairs.

Around October, a lengthy Chi-
nese-language essay began circulat-
ing on the Internet excoriating Mr.

Lou and other top CIC officials,
along with Zhou Xiaochuan, China’s
central bank governor, for being too
close to the U.S. and then Treasury
Secretary Henry Paulson. The dia-
tribe quickly gained wide circula-
tion in Chinese financial circles.

Chinese and U.S. interests remain
deeply enmeshed. Washington’s huge
stimulus plans will result in even
heavier borrowing, and, while rising
savings in the U.S. could create more
domestic capital to help fund that, Chi-
nese lending will remain important.

Japan investors, too, have been
selling Fannie and Freddie debt and
making other moves to limit their U.S.
risk. An official at another Asian cen-
tral bank in charge of managing hun-
dreds of billions of dollars in foreign-
exchange reserves noted late last
year that trading in some derivative
instruments had factored in a slightly
higher possibility of default by the
U.S. government, though that pros-
pect is still viewed by most investors
as extremely low.

The alarm for Chinese leaders
started ringing loudly in July and Au-
gust as problems deepened at Fannie
and Freddie. Senior Chinese leaders,
who hadn’t been apprised in detail of
how China’s reserves were being in-
vested, learned for the first time in
published reports that the country’s
exposure to debt from those two
alone totaled nearly $400 billion,
say people familiar with the matter.

Fearing that the U.S. government
might not fully back the companies,
China demanded and received regu-
lar briefings throughout the peak of
the crisis from high-level Treasury
Department officials, including Mr.
Paulson, on the market for U.S. debt
securities—especially those of the
mortgage giants.

Then Washington allowed Leh-
man Brothers Holdings Inc. to col-
lapse, further shaking Beijing’s faith.
One casualty was CIC’s nearly $5.4
billion investment in the Reserve Pri-
mary Fund, the money-market fund
that “broke the buck” in September
as a result of the Lehman collapse.

The Reserve issue “is causing a
lot of concern with a lot of financial
institutions in China,” said the Chi-
nese official.

Some officials expected that the
U.S. and its financial institutions
would better protect China from
loss.

“If the U.S. is treating us this
way, eventually that will be enough
cause for concern in the stability of
the [U.S.] system,” the official said.

A CIC spokeswoman declined to
comment on the current status of
the dispute.
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China went from being a big buyer to a big seller of debt from U.S. agencies like 
Fannie Mae and Freddie Mac, but its Treasurys buying remained robust in 2008. 
Net purchases through Chinese institutions:

Changing appetites

Source: Treasury Department Note: Monthly data

By Jason Dean in Beijing,
James T. Areddy in Shanghai
and Serena Ng in New York
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Humiliation accompanies new humility
Executives become
simulated refugees;
‘Mustafa’ of Gucci

By Marc Champion

DAVOS, Switzerland—The
United Nations official responsible
for keeping tabs on Iran’s nuclear
program detailed measures the new
U.S. administration should take to
halt Tehran’s nuclear-weapons pro-
gram, describing previous U.S. ef-
forts as “a total failure.”

Mohamed ElBaradei, director
general of the International Atomic
Energy Agency, said in an interview
Thursday that U.S. President Barack
Obama should be able to take the ini-
tial steps to halt the expansion of
Iran’s nuclear-fuel program—which
can be used for civilian or military

purposes—within six months.
In the interview at the World

Economic Forum here, Mr. ElBara-
dei said those steps would include
opening “direct dialogue at a high
level, with no preconditions” with
Tehran. The U.S. should then nego-
tiate a “freeze for freeze” agree-
ment, in which Iran would
halt any expansion of its
nuclear-fuel program,
while the U.S. and other na-
tions would halt the expan-
sion of United Nations Se-
curity Council sanctions
on Iran. Previous efforts to
negotiate such a deal have
failed.

After that, Mr. ElBara-
dei acknowledged, the chal-
lenges facing the new ad-
ministration would be
enormous. Any agreement
would have to be a “grand bargain”
that addresses Iran’s security con-
cerns and its desire to be accepted
as a regional player. Mr. Obama
also would need to change the po-
litical atmosphere across the Mid-
dle East and persuade other na-
tions, including Iran, that nuclear
weapons are no longer the ticket
to prestige and security.

“He has to pick up the pieces,
which he inherited,” Mr. ElBaradei
said.

Mr. ElBaradei, an Egyptian na-
tional who won a Nobel Peace

Prize jointly with the IAEA in 2005
for his work at the Vienna-based
organization, crossed swords re-
peatedly with the previous U.S. ad-
ministration of George W Bush.
The U.S. opposed Mr. ElBaradei’s
reappointment for a third four-
year term at the agency in 2005.

Israeli Deputy Prime
Minister Shaul Mofaz
also once called for Mr. El-
Baradei to be sacked for
burying “his head in the
sand” over Iran’s nuclear
program.

Mr. ElBaradei was en-
thusiastic about Mr.
Obama’s early steps in of-
fice, such as announcing
the closure of the Guantan-
amo Bay detention center
for suspected terrorists,
and granting his first tele-

vision interview as president with
an Arab channel.

Mr. Obama could take other steps
fairly quickly to secure a new relation-
ship with Iran, even during a finan-
cial crisis, said Mr. ElBaradei. Those
measures include starting to cut nu-
clear arsenals, along with Russia. Cur-
rently, there are more than 20,000 nu-
clear warheads around the world.

Another important move would
be to ratify the Comprehensive Nu-
clear Test Ban Treaty. Mr. ElBaradei
has said before he believes it won’t
be possible to prevent nuclear prolif-

eration so long as the current nu-
clear powers show no sign of disarm-
ing.

Other tougher steps would in-
clude addressing the Israeli-Pales-
tinian crisis and negotiating the
grand bargain with Iran, which
would exchange security guaran-
tees for the lifting of U.S. sanc-
tions for Iranian cooperation on
the nuclear and other U.S. con-
cerns, such as support for terror-
ist groups.

“I think it’s unfair to expect too
much of Barack Obama, because a

lot of that stuff takes a lot of time.
But he can do a lot in changing the
atmosphere,” said Mr. ElBaradei.

The challenges such a policy
would face were evident already
on Thursday, when Mr. ElBaradei
appeared on a panel in Davos to dis-
cuss global expectations of the
Obama administration.

Speaking in Farsi, Iran Foreign
Minister Manouchehr Mottaki,
also on the panel, said “Americans
talk more than enough. They
should now listen to others.” Iran
would want to see the Obama ad-
ministration first change U.S. poli-
cies in practice and apologize for
past acts, including the nuclear
bombing of Hiroshima and Na-
gasaki at the end of World War II.
If so, said Mr. Mottaki, “then cer-
tainly [Mr. Obama] would find a
welcome.”

Also on the panel, French For-
eign Minister Bernard Kouchner ex-
pressed his exasperation with Iran.
He said European Union nations
had for years been attempting to
negotiate with Iran, offering trade,
technology and other benefits.
“We were talking and talking, but
got nowhere,” he said.

Mr. ElBaradei said European ef-
forts had failed because they
hadn’t gone far enough in their of-
fers, largely due to opposition
from the U.S. administration.

By Alessandra Galloni

And Bob Davis

DAVOS, Switzerland—Gucci
Group Chief Executive Robert Polet
switched off his BlackBerry,
wrapped his head in a bandage and
became Mustafa, a 40-year-old refu-
gee in desperate search of his six
lost children. As a war raged outside
his barbed-wire-encased refugee
camp, Mustafa slept on the muddy
floor of a canvas tent and drank wa-
ter out of a tin bowl.

“Please, please, help me find my
children,” he begged as an armed
guard pinned him down to
the ground, a rifle to his
neck.

The simulation of a refu-
gee camp—a one-hour exer-
cise co-sponsored by the
United Nations High Com-
missioner on Refugees—is
one of the more earnest
manifestations of the
please-forgive-me spirit at
Davos this year.

“What a humbling expe-
rience to feel so defense-
less,” said Mr. Polet, who runs one of
the world’s biggest luxury-goods
companies, as he brushed off the
dirt from his corduroys and stepped
out of his role at the end of the simu-
lation in a concrete basement near
the main conference center. “Davos
is Davos and there are subjects we
come here to discuss. But certainly
this economic crisis has brought a
back-to-reality mood.”

This conference of global highfli-
ers has long been known for excess
of glitz, parties and private planes.
This year, there is some regret, too.

The global recession has sapped
the confidence of bankers, corpo-
rate executives and other onetime
evangelists of globalization who
gather here. There is little Holly-
wood attendance, too, with no Ange-
lina Jolie or Sharon Stone, who have
participated in the past. On the
ground, there have many more pan-
els on what went wrong in the econ-
omy and fewer sessions on lighter
subjects such as creativity or the
arts.

Jim Wallis, a several-time Davos
attendee who runs Sojourners USA,
a Christian social-justice network,
says that instead of being relegated
to panels that dealt solely on reli-
gion or social issues, he has been in-
vited to speak on big-ticket panels—
including one on the values of capi-
talism with former British Prime
Minister Tony Blair and Indra

Nooyi, CEO of PepsiCo Inc.
Many here have flown in

on private jets. But the con-
ference’s organizers are
now urging everyone not to
take public transportation
and to walk the icy streets
of tiny Davos instead: All
participants have been
given a pedometer to count
their steps. Dinners, panels
and bleary-eyed nightcaps
have been marked by self-
flagellation. Some 100 con-

ference-goers were asked to vote on
the question: “What policy assump-
tion led to the greatest damage to
the global economy?” The winner,
with 50.8% of the vote was “self-reg-
ulation of markets.”

At a dinner with business and po-
litical officials to examine the U.S. fi-
nancial meltdown, Morgan Stan-
ley’s chairman for Asia, Stephen
Roach, responded to the question,
“How could bankers be so stupid?”
by posing his own questions: “How
could regulators be so stupid? How
could borrowers be so stupid? How

could politicians be so stupid?
C’mon guys, how could all you been
so stupid?”

Not all the glitz is gone, of
course. Google Inc. is planning to
host its annual dancing and booze
party on Friday night and another
evening of revelry has been sched-
uled by Bollywood actors and direc-
tors. Still, the economic crisis is
looming large here, prompting
some to switch venue—at least for a
couple of hours.

The idea behind the refugee sim-
ulation is to give people a taste of
the life led by 32.9 million displaced
people around the world who live in
refugee camps for weeks, months or
even more than a decade, says David
Begbie, who together with his par-
ents works for the Hong Kong-
based Crossroads Foundation Ltd,
which stages the simulations. Refu-
gee camps are often set up spontane-
ously by displaced people and have
little oversight. Even camps run by
the United Nations are often beset
by corrupt guards, says Mr. Begbie.

The nonprofit organization,

which was founded 13 years ago,
sends humanitarian aid to homeless
people, disaster victims, refugees
and others in need from China to Af-
ghanistan to Cambodia. In Davos,
Crossroads has teamed up with UN-
HCR and a Davos nonprofit called
Global Risk Forum to provide the
simulation for the conference-go-
ers.

The simulations, which use
Crossroads volunteers as actors and
props from theme parks—is held
four or five times a day for groups of
15-30 participants. Everyone is
given a role to play.

Mr. Polet, a former Unilever exec-
utive who runs some of the world’s
most expensive fashion labels in-
cluding Gucci, Bottega Veneta and
Yves Saint Laurent, is in Davos to at-
tend panels, speak at one session on
how the crisis has changed con-
sumer behavior and network.

On Thursday, he became Mus-
tafa—a farmer who had been caught
in the middle of a war and, in flee-
ing, had lost track of his wife and six
children. Before the session started,

Mr. Polet was told to leave his phone
and BlackBerry behind. He was
given an identity card, a little bit of
money—represented by a yellow
piece of paper in a Ziploc bag—and a
bandage for his head.

As he and other refugees walked
to the camp—a structure of con-
crete floor, hay, barbed wire and can-
vas tents strung on ropes—armed
militia ambushed them, ordering ev-
eryone to lie flat on their stomachs
amid the sound of exploding bombs.
Mustafa, in his brown corduroys
and tweed jacket, lay with his head
in hay for several minutes as a sol-
dier pointed a gun to his back. Then,
during the journey to the camp, one
of the refugees—a Crossroads ac-
tress—stepped on a make-believe
landmine and was carried away, arti-
ficial blood streaming down her leg.

Nighttime fell (the lights were
switched off) and Mustafa was or-
dered into a canvas tent, where he
curled up on the ground and closed
his eyes. Sounds of children wailing
and women screaming filled the air.

But at one point, Mustafa got up
and began pleading with the sol-
diers to find his children. When he
refused to get back in the tent, the
soldiers pushed him onto the
ground, holding rifles to his head.
“You said you would find my chil-
dren. I’m not going anywhere until
you do,” insisted Mustafa.

The UNHCR says it timed the
event for Davos, figuring it could
rope in some corporate chieftains
who might come through with con-
tributions of money or technology.
But the global downturn gives the
event added piquancy, says UN High
Commissioner António Guterres,
who went through one of the simula-
tions himself.

“We should have the same level
of determination in saving lives as
in saving banks,” Mr. Guterres said.
 —Joellen Perry

contributed to this article.

U.N. official calls U.S. policies on nuclear Iran a ‘failure’

Mohamed
ElBaradei

Note: Includes operational weapons
and ones awaiting dismantlement 

Source: Federation of American Scientists

Nuclear forces
Estimated nuclear-warhead 
stockpiles, as of October 2008.

Russia 14,000
U.S. 5,400
France 300
China 240
U.K. 185
Israel 80
Pakistan 60
India 50
North Korea <10
Total  20,325

Country                                       Stockpile

PepsiCo’s Indra Nooyi, left, and Tony Blair participate in a plenary session at the
World Economic Forum in Davos on Thursday.

Robert Polet
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Eur Growth A EU EQ LUX 01/28 EUR 5.54 –0.5 –39.2 –27.2
Eur Growth B EU EQ LUX 01/28 EUR 5.03 –0.6 –39.8 –27.8
Eur Growth I EU EQ LUX 01/28 EUR 6.00 –0.5 –38.7 –26.5
Eur Income A EU BD LUX 01/28 EUR 5.08 0.0 –21.5 –12.8
Eur Income A2 EU BD LUX 01/28 EUR 9.26 0.5 –21.5 –12.8
Eur Income B EU BD LUX 01/28 EUR 5.08 0.0 –22.1 –13.4
Eur Income B2 EU BD LUX 01/28 EUR 8.68 0.6 –21.9 –13.4
Eur Income I EU BD LUX 01/28 EUR 5.08 0.0 –21.0 –12.3
Eur Strat Value A EU EQ LUX 01/28 EUR 6.77 –2.7 –43.6 NS
Eur Strat Value I EU EQ LUX 01/28 EUR 6.88 –2.7 –43.1 NS
Eur Value A EU EQ LUX 01/28 EUR 7.02 –3.6 –41.6 –30.5
Eur Value B EU EQ LUX 01/28 EUR 6.52 –3.7 –42.2 –31.2

Eur Value I EU EQ LUX 01/28 EUR 8.04 –3.7 –41.2 –30.0
Gl Balanced (Euro) A EU BA LUX 01/28 USD 12.32 –1.3 –32.1 NS
Gl Balanced (Euro) B EU BA LUX 01/28 USD 12.11 –1.4 –32.7 NS
Gl Balanced (Euro) C EU BA LUX 01/28 USD 12.25 –1.3 –32.3 NS
Gl Balanced (Euro) I EU BA LUX 01/28 USD 12.46 –1.3 –31.6 NS
Gl Balanced A US BA LUX 01/28 USD 12.89 –3.0 –34.4 –18.8
Gl Balanced B US BA LUX 01/28 USD 12.37 –3.1 –35.1 –19.6
Gl Balanced I US BA LUX 01/28 USD 13.29 –2.9 –33.9 –18.2
Gl Bond A US BD LUX 01/28 USD 8.46 –1.1 –5.0 0.4
Gl Bond A2 US BD LUX 01/28 USD 14.11 –0.7 –5.0 0.3
Gl Bond B US BD LUX 01/28 USD 8.46 –1.1 –6.0 –0.7
Gl Bond B2 US BD LUX 01/28 USD 12.47 –0.8 –6.0 –0.7
Gl Bond I US BD LUX 01/28 USD 8.46 –1.1 –4.5 0.9
Gl Conservative A US BA LUX 01/28 USD 12.99 –1.4 –20.4 –9.5
Gl Conservative A2 US BA LUX 01/28 USD 14.37 –1.4 –20.4 –9.5
Gl Conservative B US BA LUX 01/28 USD 12.97 –1.5 –21.2 –10.4
Gl Conservative B2 US BA LUX 01/28 USD 13.78 –1.5 –21.2 –10.4
Gl Conservative I US BA LUX 01/28 USD 13.02 –1.4 –19.8 –8.9
Gl Eq Blend A GL EQ LUX 01/28 USD 8.53 –4.6 –50.0 –30.5
Gl Eq Blend B GL EQ LUX 01/28 USD 8.08 –4.6 –50.5 –31.2
Gl Eq Blend I GL EQ LUX 01/28 USD 8.93 –4.5 –49.6 –30.0
Gl Growth A GL EQ LUX 01/28 USD 31.13 –3.5 –50.2 –29.1
Gl Growth B GL EQ LUX 01/28 USD 26.23 –3.5 –50.6 –29.8
Gl Growth I GL EQ LUX 01/28 USD 34.31 –3.4 –49.8 –28.5
Gl High Yield A US BD LUX 01/28 USD 3.05 2.7 –28.8 –14.1
Gl High Yield A2 US BD LUX 01/28 USD 5.96 3.5 –28.9 –14.2
Gl High Yield B US BD LUX 01/28 USD 3.05 2.7 –29.6 –15.0
Gl High Yield B2 US BD LUX 01/28 USD 9.67 3.4 –29.6 –15.0
Gl High Yield I US BD LUX 01/28 USD 3.05 2.7 –28.4 –13.6

Gl Value A GL EQ LUX 01/28 USD 8.02 –5.5 –49.9 –32.0
Gl Value B GL EQ LUX 01/28 USD 7.43 –5.7 –50.4 –32.7
Gl Value I GL EQ LUX 01/28 USD 8.46 –5.6 –49.5 –31.5
India Growth A EA EQ LUX 01/23 USD 53.73 –7.0 –58.5 –18.7
India Growth B EA EQ LUX 01/23 USD 46.36 –7.0 –58.9 –19.5
India Growth I EA EQ LUX 01/23 USD 55.46 –7.0 –58.4 –18.5
Int'l Health Care A OT EQ LUX 01/28 USD 117.27 –0.1 –23.8 –13.3
Int'l Health Care B OT EQ LUX 01/28 USD 99.84 –0.2 –24.5 –14.1
Int'l Health Care I OT EQ LUX 01/28 USD 127.19 –0.1 –23.2 –12.6
Int'l Technology A OT EQ LUX 01/28 USD 74.01 1.2 –38.5 –21.4
Int'l Technology B OT EQ LUX 01/28 USD 64.72 1.1 –39.1 –22.2
Int'l Technology I OT EQ LUX 01/28 USD 82.37 1.2 –38.0 –20.8
Japan Blend A JP EQ LUX 01/28 JPY 5023.00 –6.4 –43.7 –33.6
Japan Blend I JP EQ LUX 01/28 JPY 5129.00 –6.4 –43.3 –33.1
Japan Growth A JP EQ LUX 01/28 JPY 5168.00 –7.1 –40.8 –32.6
Japan Growth I JP EQ LUX 01/28 JPY 5278.00 –7.0 –40.4 –32.0
Japan Strat Value A JP EQ LUX 01/28 JPY 4862.00 –5.7 –46.8 –34.6
Japan Strat Value I JP EQ LUX 01/28 JPY 4954.00 –5.7 –46.3 –34.1
Real Estate Sec. A OT EQ LUX 01/28 USD 9.93 –6.9 –47.9 –36.7
Real Estate Sec. B OT EQ LUX 01/28 USD 9.16 –7.0 –48.5 –37.4
Real Estate Sec. I OT EQ LUX 01/28 USD 10.60 –6.9 –47.5 –36.2
Short Mat Dollar A US BD LUX 01/28 USD 6.81 0.7 –19.3 –10.3
Short Mat Dollar A2 US BD LUX 01/28 USD 8.86 1.1 –19.4 –10.4
Short Mat Dollar B US BD LUX 01/28 USD 6.81 0.7 –19.7 –10.8
Short Mat Dollar B2 US BD LUX 01/28 USD 8.85 1.0 –19.8 –10.8
Short Mat Dollar I US BD LUX 01/28 USD 6.81 0.7 –18.8 –9.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Dow Chemical’s woes mount
Kuwait begins probe
into failed venture;
Moody’s warns anew

Japan Small/Mid-Cap Equity
Funds that invest primarily in the equities of small- and mid-cap Japansese companies. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending January 29, 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

5 Neptune Neptune Investment GBPiUnited Kingdom 3.31 30.55 8.47 12.94
Japan Opportunities A Acc Management Ltd

NS JF Ultra JF Asset JPY iCayman Isl –2.42 14.25 NS NS
Japan Fund A JPY Management Limited

5 SGAM Fd Eqs Société Générale JPY iLuxembrg –1.89 2.47 –6.99 3.17
Japan Target A Acc Asset Management

3 Henderson Henderson Global USDiLuxembrg –1.61 –8.52 –17.18 –0.75
Horizon Japanese Sm Com A2 Acc Investors Limited

5 Swisscanto Swisscanto Holding JPY iLuxembrg –4.21 –9.22 –14.92 1.43
(LU) Eq Fd S/M Japan B Acc AG

5 CF Morant Capita Financial GBPiUnited Kingdom –3.52 –10.65–11.81 3.79
Wright Japan Fd A Acc Managers

5 Axa AXA Rosenberg JPY iIreland –4.05 –14.19–16.97 1.98
Rosenberg Jap Sm-Cp Alpha A Acc Management Ireland Ltd

3 FF - Japan Fidelity (FIL JPY iLuxembrg –8.79 –14.96–17.88 –3.10
Smaller Comp A JPY (Luxembourg) S.A.)

4 Fidelity Fidelity (FIL GBPiUnited Kingdom –8.84 –15.65–16.87 –2.06
Japan Smaller Companies Fund Investment Svcs (UK) Ltd)

4 JOHCM Japan J O Hambro Capital EURiIreland 0.00 –16.54–14.52 NS
Fund EUR Inc Management Limited

THE INTERNATIONAL INVESTOR

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

Banks jump across Asia;
yen’s fall aids exporters

By Ana Campoy

And Leslie Eaton

Dow Chemical Co.’s troubles mul-
tiplied as a ratings firm renewed
warnings it might lower the compa-
ny’s debt rating to junk status and
the Kuwaiti Parliament began a brib-
ery probe into a failed Dow joint ven-
ture.

Riding high only a few months
ago, Dow now risks financial ruin,
Chief Executive Andrew Liveris
said, if a court forces it to move
ahead immediately on the $15.3 bil-
lion acquisition of Rohm & Haas Co.
that it struck last year.

Mr. Liveris said he needs more
time to arrange financing before go-
ing through with the purchase.

Any settlement with Rohm &
Haas is almost certain to require

Dow to pay billions of dollars that it
can ill afford, analysts say. Its busi-
ness is struggling amid weak de-
mand for its chemicals.

Even the company’s dividend is
suddenly at risk, Mr. Liveris con-
ceded this week, after insisting as re-
cently as December that it wouldn’t
be cut “on my watch.”

In late afternoon trading Thurs-

day, shares of the Midland, Mich.,
company were down 8.1% to $12.35,
after rising 1.9% the day before on
the New York Stock Exchange. Its
dividend yield has soared above
12%, compared with a yield of about
4% last May when shares
were more than $42.

“They’ve been very un-
lucky,” says Hassan
Ahmed, analyst with HSBC.
“They’re caught between a
rock and a hard place.”

Just last year, Mr. Liv-
eris was promoting the Ku-
wait and Rohm & Haas
deals as key to transform-
ing the 112-year-old com-
pany from a producer of
low-margin commodity
chemicals and plastics into a high-
tech star.

Many of Dow’s industrial plants
were to be sold to a joint venture
with a unit of state-owned Kuwait
Petroleum Corp. Money from that
sale would be used to help finance a
merger with Rohm & Haas, a Phila-
delphia manufacturer of specialty

chemicals and electronic compo-
nents.

Kuwait’s Parliament forced the
state oil company to back out of the
joint venture just before New Year’s
Day. Stunned by the reversal, Mr.
Liveris said he might try to sue for
breach of contract.

On Monday, Parliament set up a
committee to probe “highly contro-

versial issues, notably” the Dow
deal and whether it involved “irregu-
larities, fraud or bribe-taking,” Ku-
wait’s state-run news agency said.
Kuwaiti officials couldn’t be
reached for comment.

Dow said Thursday that
it was “highly offended”
about any suggestion of im-
proper actions related to
the failed joint venture.

“The contract between
Dow Chemical and Petro-
chemicals Industries Co.
was entirely appropriate,
as was Dow’s conduct,” the
company said.

Dow didn’t respond to
debt-rating firm Moody’s
Corp., which reiterated

Wednesday the company’s Baa1
credit rating is at risk because of the
Rohm & Haas deal.

Dow had been counting on $9 bil-
lion from its Kuwait venture to help
pay for the merger. The deal with
Rohm & Haas doesn’t allow it to
back out if it lost its financing.

Dow had arranged a one-year,
$13 billion bridge loan from a con-
sortium of banks, but the credit cri-
sis and its own deteriorating finan-
cial picture made using that loan un-
palatable and refinancing it expen-
sive, analysts say.

If Dow uses that loan to complete
the purchase of Rohm & Haas, it
must come up with “a very detailed
refinancing plan that entails very lit-
tle execution risk in order to main-
tain an investment-grade rating,”
Moody’s said Wednesday. Dow also
faces a credit-rating downgrade if it
is forced to pay billions to walk
away from the deal, Moody’s ana-
lyst John Rogers said.

A trial is set to begin March 9 on
Rohm & Haas’s lawsuit asking a
judge to force Dow to live up to its
merger agreement.

Tokyo bourse to open AIM by March
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By Chris Oliver

and Jason Rogers

Asian markets generally gained
Thursday, as U.S. plans to help trou-
bled banks boosted financial shares
and a weaker yen helped Japanese
exporters.

Hong Kong’s benchmark Hang
Seng Index jumped 4.6% on the first

trading day after
the extended Lunar
New Year break.
And New Zealand
shares added 0.8%

after the Reserve Bank of New
Zealand cut its benchmark interest
rate by a larger-than-expected 1.5
percentage points, bringing the offi-
cial cash rate, once among the high-
est benchmark rates in the industri-
alized world, to 3.5%.

Markets in China, Taiwan and
Vietnam remain closed for the Lu-
nar New Year holiday.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies gained 1.8% to
8251.24, bringing its three-day ad-
vance to 7.4%. Banks continued to
rally, with all three major lenders fin-

ishing with robust gains on reports
that the U.S. government may create
a “bad-loan bank” that will purchase
risky assets from lenders.

Sumitomo Mitsui Financial
Group shares soared 13%, despite
the firm’s announcement late
Wednesday of a 74% fall in net profit
for the April-December period. Mit-
subishi UFJ Financial Group rose
4.8%, while Mizuho Financial
Group firmed 5.2%.

Sony gained 4%, helped by the dol-
lar’s recent gains against the yen. Af-
ter the close of trade, the electronics
firm reported that third-quarter net
income plummeted 95% and forecast
its first full-fiscal-year loss in 14 years.

In Hong Kong, shares were bid
sharply higher from the start as trad-
ing resumed for the first time since
Friday. The Hang Seng Index closed at
13154.43, its highest close since Jan.
19. HSBC Holdings jumped 9%; the
stock had plunged 22% this month
through Friday on concerns that the
bank would need to raise funds.
 — Kirsty Green

and Shri Navaratnam
contributed to this article.

Riding high only a few months ago, Dow
Chemical now risks financial ruin if a court
forces it to move ahead immediately on the
$15.3 billion acquisition of Rohm & Haas.

Andrew Liveris

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Ayai Tomisawa

TOKYO—The Tokyo Stock Ex-
change intends to start full opera-
tion of the Alternative Investment
Market it is creating with the Lon-
don Stock Exchange at the end of
March, exchange President Atsushi
Saito said.

The structure of the Tokyo AIM,
which will target professional inves-
tors, is based on the market of the
same name at the LSE. It is de-
signed to meet the needs of smaller
companies.

Despite the decline in the num-
ber of companies going public as the
financial crisis makes it difficult to
access capital markets, there should
be underlying demand for public of-
ferings among small-capitalized
firms, Mr. Saito said.

The new market, which has a
lower bar for listing than the Tokyo
exchange’s First Section, “is meant
for venture companies, which have
special technology or unique prod-
ucts,” he said in a regular monthly
news conference.

Instead of deciding itself which

companies can be listed on the To-
kyo AIM, the exchange leaves it to
the underwriters, known as J-No-
mads, or nominated advisers.

“We would like them to serve as
gatekeepers,” Mr. Saito said.

Financial advisers who become
J-Nomads will most likely be invest-
ment banks or accounting firms.

Mr. Saito said there are about
five candidates at this point.

He declined to comment on the
exchange’s short-term listing goals,
but he said he hopes the new market
will break even in the next five years.
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