
Russian gas supplies to a swath
of Europe were cut significantly
as temperatures fell across the
region, raising stakes in a pric-
ing dispute between Moscow
and Kiev. The escalating fight
reignited debate across the Eu-
ropean Union over its deep reli-
ance on Russian energy. Page 1

n The euro zone’s falling
prices and slowing economic ac-
tivity raise the chances of a big
interest-rate cut. Page 2

n A gauge of future U.S. home
sales sank in November, and
reports showed declines in
both manufacturing and ser-
vice-sector activity. Page 2

n Next and Debenhams posted
encouraging Christmas sales, as
did other U.K. retailers. But the
sector faces a challenge from
the pound’s weakness. Page 6

n European shares continued
to advance, led by drug compa-
nies, auto makers and metal
stocks. A rally in tech stocks
drove U.S. gains. Page 20

n Dow Chemical vowed to pur-
sue legal, operational and finan-
cial avenues to remake itself after
a failed plastics venture. Page 8

n Apple will cut the price of
many songs at its iTunes Store,
drop copy protection and allow
iPhone 3G downloads. Page 28

n Steelmakers are attempting
to raise prices and reopen some
closed mills in a sign the indus-
try may have bottomed. Page 6

n German car sales dropped
6.6% last month, closing out a
dismal year that saw Germans
buy the fewest automobiles
since reunification. Page 7

n GM’s passenger-vehicle
sales in China fell in 2008 as
the country’s overall sales
growth slowed. Page 7

n Former Enron CEO Jeff Skill-
ing’s conviction was upheld by
a U.S. appeals court, but he will
be resentenced. Page 4

n Cisco will unveil a service for
media companies to manage so-
cial networks. It also will launch
a home audio system. Page 7

A dispute between Russia and
Ukraine over natural gas turned
nasty on Tuesday, as gas deliveries
to a swath of European countries
were cut off entirely amid freezing

winter temperatures. The escalat-
ing fight, which began last week as a
commercial disagreement over pric-
ing, evoked a similar cutoff three
years ago and reignited debate
across the European Union over its
deep reliance on Russian energy.

As recently as Monday, European
officials had been reassuring their
populations that the quarrel—which
began Jan. 1 when Russian gas giant
OAO Gazprom cut deliveries meant
for Ukraine’s domestic consumption—
didn’t pose a significant threat to Eu-
ropean Union consumers further
downstream.

On Tuesday, however, gas deliver-
ies via Ukraine dropped far more than
during a similar dispute in 2006. As
regional temperatures fell well below
freezing, thousands of households in
Bulgaria were left without heat. Po-
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German tycoon Merckle
kills self as empire wavers

Israeli artillery shells struck
a U.N.-run school in Gaza, kill-
ing at least 30 Palestinians
who had sought shelter there,
a development likely to dramat-
ically increase international
pressure for a cease-fire. Over
100 Palestinians died across
Gaza, hospital officials said,
pushing the war’s 11-day toll to
640 Palestinians killed, and an
estimated 2,960 injured. Page 3
n Attacks against Jews and syn-
agogues were reported in France,
Sweden and Britain, raising con-
cerns that the Gaza conflict may
spill over into Europe. Page 31

n Gunmen killed a member of
Iraqi President Talabani’s politi-
cal party in a drive-by shooting
in Kirkuk, Iraqi police said.
n Five Blackwater security
guards pleaded not guilty in a
U.S. court to manslaughter
charges in the 2007 shooting
deaths of 17 Iraqi civilians.

n Two men shot and killed a
Muslim cleric inside a mosque
in southern Afghanistan, the
second such incident in the
area in less than two weeks.

n India’s prime minister ac-
cused Pakistan of using terror-
ism as a policy tool and said the
Mumbai attackers had official
Pakistani support. Islamabad
rejected the allegations. Page 11

n Algerian security forces
shot and killed three suspected
Islamist suicide bombers in an
ambush east of the capital.

n Sri Lanka’s military said its
troops broke through the Tamil
Tigers’ northern defense lines,
opening another active front in
the war against the rebels.

n A Beijing woman died of bird
flu, the first human case of the
virus in China since last Febru-
ary, putting officials on alert for
a possible resurgence. Page 11

n The U.N. reported a one-day
jump in new cholera cases and
deaths in Zimbabwe, following
a week in which the epidemic
had shown signs of slowing.

n Mauritania’s coup leader
said the country will hold a
presidential election May 30.

n Gunmen killed a Somali aid
worker, and the U.N. envoy called
for a Baghdad-style Green Zone
where relief workers could live.

Russian gas shock
Tuesday's disruption of Russian natural gas supplies via Ukraine has revived 
debate in the European Union over how to reduce reliance on Europe's dominant 
supplier, OAO Gazprom. But countries differ widely how much gas they get from 
Russia, as well as in the availability of storage to cushion them against shocks.

Russian gas supplies via Ukraine halted: Other significant drops: 

Macedonia

Bulgaria

Serbia

Greece

Montenegro

Turkey

Croatia

Romania

Slovakia: Down 70%

Czech Repulbic: “Significant reduction”

Austria: OMV AG reported a 90% drop

Ukraine (since Jan. 1)

Slovenia: Geoplin registers a 90% drop

Poland: 85% drop reported

Sources: EIA International Energy Annual, 2007 (domestic consumption); Reuters, Associated Press, Dow Jones Newswires, and 
WSJ Research (Status of Russian gas supplies by country)
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By Mike Esterl

FRANKFURT—Adolf Merckle,
one of Germany’s wealthiest men,
committed suicide weeks after his
family business empire, spanning
drugs to cement, began unraveling
amid mounting debt, his family said
Tuesday.

The death of the 74-year-old
multibillionaire, whose holding com-
pany oversaw dozens of firms and
had roughly Œ30 billion, or about
$40 billion, in annual sales, repre-
sents one of the most tragic out-
comes of the global financial crisis
to date.

News of Mr. Merckle’s suicide
came after a consortium of about 30
creditor banks put the finishing
touches on a bridge loan of roughly
Œ400 million to the family holding
company, VEM Vermögensverwal-
tung GmbH.

But VEM had to hand over signifi-
cant collateral to the banks as a pre-
lude to a broader restructuring in
the coming months that is expected
to strip the holding company of
many assets, according to people fa-
miliar with the matter.

Mr. Merckle, a lawyer who shied
away from the spotlight, inherited
his family’s pharmaceutical com-
pany in the 1960s and expanded ag-

gressively. He eventually controlled
major stakes in Phoenix Pharmahan-
del, a German pharmaceutical whole-
saler with about Œ20 billion in reve-
nue; publicly listed HeidelbergCe-
ment AG, a cement company with
more than Œ10 billion in sales; and ge-
neric drug maker Ratiopharm Inter-
national GmbH, which has around
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Editorial&Opinion

Russia-Ukraine dispute
over gas prices intensifies
Gazprom will restart
talks with Naftogaz
in Moscow Thursday

The late German billionaire Adolf
Merckle, seen here in Dresden in 1996.

Plus ça change
With French President Sarkozy
it seems to be the same old
politique arabe. Page 15

By Charles Levinson

GAZA BORDER—Moti Danino sat
Monday in a canvas lawn chair on a
sandy hilltop on Gaza’s border, peer-
ing through a pair of binoculars at
distant plumes of smoke rising from
the besieged territory.

A pious Jew and unemployed fac-
tory worker, he comes here each
morning to watch Israel’s assault on
Hamas from what has become the
war’s peanut gallery—a string of
dusty hilltops close to the border
that offer panoramic views across
northern Gaza.

He is one of dozens of Israelis
who have arrived from all over Is-
rael, some with sack lunches and
portable radios tuned to the latest
reports of the battle raging in front
of them. Some, like Mr. Danino, are
here to egg on friends and family
members in the fight.

Others have made the trek, they
say, to witness firsthand a military op-
eration—so far, widely popular inside
Israel—against Hamas, the militant
group that controls the Gaza Strip.

Over the weekend, four teenag-
ers sat on a hill near Mr. Danino’s, oo-
hing and aahing at the air strikes.
Nadav Zebari, who studies Torah in
Jerusalem, was eating a cheese
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Israelis have
front-row seats
in Gaza strife

7 7
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With energy investing,
geopolitics might provide
the drama, but the slowing
global economy is the
main plot.

Nymex crude has moved
back toward $50 a barrel.
War in Gaza and Moscow’s
spat with Kiev are cited as
reasons. OPEC’s moves to
cut production are a more
likely culprit.

That said, compliance
with OPEC’s quota reduc-
tions is unconvincing so far.
And each cut increases
spare capacity, which has
doubled already to three
million barrels per day. As
Deutsche Bank analyst Paul
Sankey points out, while 1.5
million barrels a day repre-
sented a year’s worth of de-
mand growth in 2008, three
million barrels represents
“infinite” spare capacity
when demand is falling.

It might seem odd, there-
fore, that big oil companies’
stocks outperformed the
market in the last quarter
of 2008. The reason was
cash on balance sheets.

The oil boom left the six
largest integrated oil compa-
nies with aggregate net
debt of just $34 billion at
the end of the third quarter,

according to energy consul-
tancy IHS Herold. That com-
pares with their $1.1 trillion
in market capitalization. As
other sectors slash divi-
dends and buybacks, the
likes of Exxon Mobil and
BP still offer a combined
yield of double digits in per-
centage terms.

For now, the integrated
companies still offer a ha-
ven for energy investors. In-
dependent refiners, at the
bleeding edge of falling oil
consumption, remain a
value trap. Oil-services
stocks need crude prices to

stabilize before a sustain-
able rally can get underway.
Some exploration firms will
struggle to survive.

But even for the major
companies, the clock is tick-
ing. Leverage is low, but un-
likely to remain so, unless
shareholder payouts and
capital spending are cut.

Credit Suisse estimates
that assuming $60-a-barrel
oil this year, the integrated
oil companies can meet
these levels of spending
while raising net debt to eq-
uity to a still manageable
19%. In 2010, however, even
assuming $80 oil, operating
cash flow after capital
spending would only just
cover current payouts. Pay-
outs could be threatened if
oil prices remain subdued.

Not all the companies
are in the same boat. Exxon
Mobil has net cash of $26
billion. Overall, though, the
major firms have increased
payouts rapidly even as pro-
duction has stagnated.

Now that the tailwind of
rising crude prices has
gone, they must increase
output or earn stellar re-
turns on new projects to
keep the cash flowing. Nei-
ther looks likely.
 —Liam Denning

A feature of the boom
years was the proliferation
of fashionable members-
only clubs in the back-
streets of New York and
London.

Such dens of inequity
have their parallels in the
investment world. Along-
side apparently steady per-
formance, the exclusivity of
Bernard Madoff’s alleged
Ponzi scheme was impor-
tant in keeping it alive. Rich
investors placed a high
value on the cachet of being
in his “club.” And once Mr.
Madoff had acquired a rar-

efied reputation, many cli-
ents didn’t bother to ascer-
tain what was actually in-
side, so intent were they on
getting past the velvet rope.

Scams aside, the lure of
being an insider permeates
the investment world. Amer-
ican investors poured
money into Lloyd’s of Lon-
don syndicates in the
1980s, in part to enjoy the
quasi-aristocratic status of
being a “name.” Many were
then wiped out by reinsur-
ance losses. More recently,
the listing of public units in
hitherto walled-off entities

such as Blackstone Group
offered humble retail inves-
tors a chance to play, sort
of, with the big boys. The
price of the units has since
tanked.

Exclusivity is not synony-
mous with either fraud or
poor returns, and its appeal
to basic human desires will
endure. But next time that
seemingly unobtainable op-
portunity does come knock-
ing, take a moment to enjoy
the feeling of being one of
the chosen—then ask: Why
me? Why now?
 —Liam Denning

Membership has its disadvantages

Germany’s fiscal rectitude slackens

Microsoft’s server chief named a president
Muglia’s comeback
highlights success
of low-key division

Fiscal rectitude is admira-
ble, but it has its limits in an
economic crisis.

So the German govern-
ment seems to have con-
cluded as it contemplates a
Œ50 billion ($67.87 billion) fis-
cal stimulus. But how to
spend it?

Germans’ higher propen-
sity to save makes the debate
thorny. Between 1997 and
2007, the savings rate rose to
17% from 16%. In Britain, it
fell to 2.5% from 9.4%.

German policy makers

fear any stimulus will be
saved rather than spent. To
add to the naturally higher
rate, Germans are increas-
ingly building savings to sup-
plement state pensions.
Given current economic un-
certainty, they might be
tempted to save even more.

Designing measures to
boost spending is even more
important as other sources of
demand—notably exports—
dry up. But it isn’t obvious
how to achieve this.

Cutting taxes for the

lower paid is an option, as
the money is more likely to
be spent. A more broadly
based tax cut could boost
small businesses since their
owners pay income tax in-
stead of corporate tax.

But gross domestic prod-
uct is forecast to fall by as
much as 3% this year, and the
stimulus package amounts to
just 1% of GDP for each of the
next two years. However Ber-
lin spends the money, a nasty
shock awaits.
  —Matthew Curtin

By Nick Wingfield

And Robert A. Guth

In a comeback that highlights
one of Microsoft Corp.’s fastest-
growing businesses, Bob Muglia—
who seven years ago was de-
moted—is entering an elite tier of ex-
ecutives at the software company.

Microsoft said Monday it pro-
moted Mr. Muglia to president of the
company’s server and tools busi-
ness, making him one of only four di-
visional presidents at Microsoft. The
move is in part seen as an effort to
raise the profile of a booming, profit-
able business at the company, at a
time when more glamorous, money-
losing units like the Internet busi-
ness get more attention.

During Microsoft’s latest fiscal
year, Mr. Muglia’s division—which
makes most of its money from the
Windows Server operating system
that runs back-office computers and
SQL database software—had $13.17
billion in revenue, about 22% of the
$60.42 billion in total company reve-
nue. The group has reported 25 con-
secutive quarters of double-digit rev-
enue growth.

“Server and tools is one of the un-
sung success stories of Microsoft,”
saysBillWhyman,ananalystatinvest-
ment-research firm ISI Group Inc. “If
it was a stand-alone software com-
pany, it would be one of the biggest
software companies on the planet.”

Analysts believe Microsoft has
been seeking more attention for Mr.

Muglia’s division, which he has been
running as a senior vice president
since late 2005, in part because the
faltering economy may have a more
severe and immediate impact on
more high-profile businesses like its
Windows software for running desk-
top and laptop computers.

The promotion of Mr. Muglia, 49
years old, is part of a seven-year as-
cent following a decision by Mi-
crosoft Chief Executive Steve Ball-
mer to demote him in 2001. At the
time, Mr. Muglia was heading Mi-
crosoft’s Internet business and
spear-heading an ambitious project
to build an online service called Hail-
storm. The service, which required
people to entrust certain personal in-
formation to Microsoft, proved a
lightning rod for criticism from pri-
vacy advocates.

In late 2001, Mr. Ballmer elevated
a manager below Mr. Muglia to the
top job of the Internet division and
shunted Mr. Muglia off to the Win-
dows group to build arcane software

for managing data storage. “I went
in a 24-hour period from having
3,000 people working for me to
one,” Mr. Muglia said.

In his reduced role, Mr. Muglia
gradually began pulling more people

andproductsunderhiscontrolandex-
panded his power base. He took over
the version of Windows for server
computers and then the whole server
and tools division, which now has
more than 10,000 people. Analysts
give Mr. Muglia credit for helping Mi-
crosoft stare down several possible
competitive threats to the
company’s business, includ-
ingtheopen-sourceLinuxop-
erating system for servers.

In an interview, Mr.
Muglia said his promotion
won’t change the strategy
of his division but will give
the group a higher profile.
Microsoft has presidents in
charge of entertainment
and devices, a group that in-
cludes the Xbox videogame
and mobile software busi-
nesses; online services and the Mi-
crosoft business division, which
sells the Exchange messaging soft-
ware. “It does call out and put some

emphasis on the importance of what
we are doing,” he said.

In an email to Microsoft employ-
ees Monday, Mr. Ballmer said, “Bob
has built a culture of getting things
done and done right. He has champi-
oned some of our most important ini-
tiatives and helped us successfully

face some of our most im-
portant competitive chal-
lenges.”

Mr. Muglia spends week-
ends and evenings tinker-
ing on Microsoft products
in a data center he built at
his home in the Seattle sub-
urbs. The air-conditioned
room holds racks of power-
ful server computers that
run both Microsoft soft-
ware and competitors’
products. Among other

functions, the server room controls
a music system that can be con-
trolled by touch-screen panels built
into the walls of his home.

Cigna cuts 1,100 jobs as business slips

Oil payouts can’t last

Note: Fiscal year ended 
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By Vanessa Fuhrmans

Cigna Corp. is cutting 1,100 jobs,
or 4% of its work force, by mid-2009
in the wake of investment losses
last year and an economic slump
that is causing employers and con-
sumers to reduce health coverage.

Cigna’s announcement comes
fewer than three weeks after an-
other big health insurer, Aetna Inc.,
said it would cut 3% of its work
force, or 1,000 jobs.

Cigna said it will take an after-
tax charge of $30 million to $40 mil-

lion in connection with the job cuts,
as well as close down several offices
and fold some of their operations
into other locations.

In late November, the company
reduced its 2008 earnings forecast,
largely because of bigger-than-ex-
pected investment losses in its vari-
able-annuity death-benefits busi-
ness, an old, and relatively small,
business for which the Philadelphia-
based health insurer no longer sells
or writes policies.

Managed-care companies had a
tough 2008. Many had priced some

premiums too low to cover medical
costs and their investment portfo-
lios took a hit because of the crisis
on Wall Street. Then, as the econ-
omy has soured, many employers
also have cut or reduced coverage
and made health insurers scramble
to gain or keep health-plan mem-
bers.

Cigna also has the added chal-
lenge of its discontinued death-ben-
efits business, which prompted in-
vestors to batter its stock nearly as
much as the life-insurance sector in
recent months.
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Housing, manufacturing
weaken further in U.S.

Euro-zone activity slows
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By Kelly Evans

The U.S. is already a year deep in
the current recession, but there are
fresh signs of more weakness ahead.

A gauge of future home sales sank
in November, the National Associa-
tion of Realtors said Tuesday, while
separate reports showed declines in
both manufacturing and service-sec-
tor activity.

Pending home sales, based on
signed contracts that typically lead
actual closings by a month or two,
slumped in November after holding
steady for much of 2008. The Real-
tors group said rising unemployment
and low consumer confidence de-
terred buyers, and its index fell 4% to
a level of 82.3, the lowest since the se-
ries began in 2001.

“In other words, there is no evi-
dence yet of any kind of rebound in
housing,” said Michael Darda, chief
economist at MKM Partners in Stam-
ford, Conn., in a note to clients. He
added that while mortgage rates, cur-
rently at half-century lows, are help-
ing to stimulate refinance activity, it
isn’t clear whether they are doing
much to boost sales.

The Realtors group is asking Con-
gress to pass several measures to
help the industry, such as a $7,500 tax
credit to all home buyers and a perma-
nent increase on loan limits to help
make mortgages more affordable.

Meanwhile, woes in manufactur-
ing—a sector that, like housing, has
been struggling for several years—
also worsened in recent months. New
orders for manufactured goods, a key

sign of health in the industry and in
the U.S. economy in general, fell by
4.6% in November to $385 billion, the
Commerce Department reported, fol-
lowing a downwardly revised 6%
drop in October from the previous
month.

Demand for durable goods—items
such as furniture and appliances de-
signed to last three years or more—
fell by 1.5% in November to $186 bil-
lion, a larger drop than previously re-
ported. Shipments of goods fell by
5.3%, the largest monthly drop since
the series began in 1992, to $394 bil-
lion. Falling demand for goods also
pushed up inventory levels, which
could lead to future drops in new or-
ders or price reductions aimed at
boosting sales. A key gauge of busi-
ness spending, nondefense capital-
goods orders excluding aircraft, rose
3.9% after a large decline in October.

Activity in the service sector,
which includes restaurant, hotel and
retail jobs, and forms a larger share of
U.S. jobs and production than manu-
facturing, continued to contract in De-
cember, the Institute for Supply Man-
agement reported, though at a slower
pace than the month before. The ISM
gauge of nonmanufacturing activity
rose to 40.6 from 37.3 in November—
levels below 50 indicate contraction—
with new orders, production, employ-
ment and exports showing some im-
provement from low levels of activity.

“I still don’t anticipate growth in
this sector during the first half of the
year,” said Anthony Nieves, a Hilton
Hotels Corp. executive and survey
chairman.

Sharply falling inflation and slow-
ing euro-zone economic activity
added to market expectations that
the European Central Bank will de-
liver a hefty interest-rate cut next
week.

Annual inflation in the 16 coun-
tries that share the euro currency fell

to 1.6% in December, the lowest in
more than two years and down from
2.1% in November. Falling energy
prices likely helped to pull the rate, re-
ported Tuesday by European statis-
tics agency Eurostat, down to a level
last seen in October 2006.

Activity in the euro-zone services
sector in December also shrank, at
the fastest pace on record, while
French consumer confidence re-
mained in the doldrums. Companies’
appetites for new hires fell in Ger-
many, Europe’s largest economy.

The dismal data suggest the euro-
zone recession deepened late last
year. Ben May, an economist at Capi-
tal Economics in London, said in a re-
search note that slowing private-sec-
tor activity suggests the bloc’s econ-
omy contracted by 0.8% in the fourth
quarter, following 0.2% contractions
in the second and third quarters.

The news pushed the euro to a low
of $1.3474 against the dollar on Tues-
day, as traders raised bets the ECB
will cut its key rate by a half-percent-
age point to 2% at its meeting on Jan.
15. Lower interest rates can make a

currency less attractive to investors.
The ECB’s Governing Council has

given no clear signal what decision it
will take next week. The central bank
has cut its key rate by 1.75 percentage
points since October, to its current
2.5%. December’s 1.6% inflation show-
ing was below the ECB’s preferred
level of just below 2% for the first
time since August 2007.

ECB Governing Council member
Vítor Constâncio, who also heads Por-
tugal’s central bank, told reporters in
Lisbon on Tuesday that “any risk of in-
flation consolidating far below this
value [2%] should be contained pre-
emptively with interest-rate reduc-
tions.”

Other ECB policy makers, such as
the central bank’s chief economist
Jürgen Stark, have signaled a reluc-
tance to continue cutting aggres-
sively, in part because continuing ten-
sion in the markets where banks lend
to one another can dilute the eco-
nomic impact of central-bank rate
cuts.

Klaus Baader, chief European
economist at Merrill Lynch, said the
December figures suggest euro-zone
inflation could fall below zero by mid-
year. But the ECB and many econo-
mists maintain that deflation—a
long period of falling prices—is un-
likely in the euro zone.

The severity of the bloc’s eco-
nomic slowdown in 2008 suggests a
quick recovery this year is unlikely.
Markit Economics said Tuesday that
the purchasing managers’ index for
the euro zone’s services sector fell to
a record low of 42.1 in December, fur-
ther below the 50-point level separat-
ing expansion from contraction and
down from November’s 42.5 reading.

The composite measure, which in-
cludes manufacturing-sector activ-
ity, also fell to a record low of 38.2 in
December from 38.9 in November.

French national statistics office
Insee said consumer confidence fell
to minus 44 in December from minus
43 in November. That was better
than the minus 45 expected by econo-
mists but not far off July’s record low
of minus 47.

In Germany, the unemployed have
begun to feel the pinch from the eco-
nomic slump as companies’ appetite
for new hires shrank in December,
the country’s labor office said.

Meanwhile, the U.K.’s dominant
services sector contracted at a
slower pace in December than it had
from September to November, ac-
cording to Markit Economics. But sep-
arate December data from U.K.
lender Nationwide Building Society
showed house prices falling at a
record pace, while consumer confi-
dence sank.

The slight uptick in service-sector
activity is unlikely to dissuade the
Bank of England from cutting its pol-
icy rate from the current 2% on Thurs-
day. The U.K. central bank has cut
three percentage points from its key
rate since October.

LEADING THE NEWS

Deceleration
Euro-zone inflation eased 
in Dececmber

Source: Eurostat
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By Chuin-Wei Yap

BEIJING—China has shelved a
proposal to create a steel stockpile,
first publicly broached in early De-
cember to help flagging mills, as con-
sensus fell apart on how much steel
to buy, an industry official said Tues-
day. The government’s discussions
with the industry foundered on the
proposed purchase volume, said

Shan Shanghua, secretary-general of
the China Iron and Steel Association.
Beijing also faced a dilemma on
whether to step in to rescue an indus-
try that appears to be slowly mend-
ing on its own as demand recovered.

Separately, the European Com-
mission will place temporary duties
on steel wire rods from China and
Moldova following complaints of
dumping from EU steel companies.

China drops plans for steel hoard

By Joellen Perry in Frankfurt
and Nicholas Winning
and Joe Parkinson in London
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European officials fear
fallout of Gaza conflict
ASSOCIATED PRESS

PARIS—Government officials
and Jewish leaders are concerned
the Gaza conflict may spill over into
violence in Europe, with attacks re-
ported against Jews and syna-
gogues in France, Sweden and Brit-
ain.

Assailants rammed a burning
car into the gates of a synagogue in
Toulouse Monday night.

A Jewish congregation in Hels-
ingborg, Sweden, was attacked Mon-
day night by someone who “broke a
window and threw in something
that was burning,” said a police
spokesman. On Sunday, slogans in-
cluding “murderers ... You broke the
cease-fire,” were daubed on Israel’s
embassy in Stockholm.

In Denmark, a 27-year-old Dane
born in Lebanon to Palestinian par-
ents is alleged to have injured two
young Israelis last week in a shoot-
ing that police suspect could be
linked to the Gaza crisis. Belgium or-
dered police in Antwerp and Brus-
sels to be on increased alert Tues-
day after recent pro-Palestinian pro-
tests ended in violence and arrests.

France has Western Europe’s
largest Jewish and Muslim com-
munities and a history of anti-
Semitic violence flaring when ten-
sions in the Middle East are high.
In 2002, about 2,300 Jews left
France for Israel because they
said they felt unsafe. Even in nor-
mal times, anti-Semitic incidents

aren’t uncommon.
President Nicolas Sarkozy

warned in a statement Tuesday that
France wouldn’t tolerate violence
linked to the Gaza crisis. A day ear-
lier, his interior minister, Michèle Al-
liot-Marie, said she was concerned
about the prospect of contagion and
met with the heads of the two main
Muslim and Jewish groups and po-
lice officials to stress the need to
“preserve national unity.”

Damage to the synagogue in Tou-
louse was limited to a blackened
gate. Police said unlighted gasoline
bombs were found in a car nearby
and in the synagogue’s yard. A local
Jewish leader, Armand Partouche,
said he believed the assailants fled
when the building’s alarm went off.

French Muslim leader Moham-
med Moussaoui condemned the at-
tack, saying no motive could justify
an assault on any place of worship.

Interior Ministry spokesman
Gerard Gachet said police haven’t
noted an increase in violence
against Jews linked to the Gaza cri-
sis. But he said tensions are likely.

In Britain, the Community Secu-
rity Trust, a Jewish defense group,
said it had seen a rise in anti-
Semitic incidents since the start of
Israel’s offensive against Gaza. The
group said it recorded 20 to 25 inci-
dents across the country, compared
with two or three incidents usually
reported to the group over the
Christmas and New Year period.

Gas war leaves Europe in the cold
land and Bulgaria ordered chemical
and other gas-intensive factories to
cut back their consumption or shut
down operations.

An EU statement described the lat-
est supply stoppage as “completely
unacceptable” and demanded an im-
mediate resolution. Russian imports
account for about a quarter of the
EU’s total natural-gas consumption,
and 80% of those Russian imports
come via Ukraine.

Gazprom and Ukraine’s state en-
ergy company Naftogaz Ukrainy said
in response that they would restart
stalled price negotiations in Moscow
on Thursday. Wednesday is Christ-
mas Day on the Christian Orthodox
calendar.

The two state gas companies
blamed each other for halting sup-
plies. Russian analysts claimed that a
looming presidential election in
Ukraine lay at the root of the dispute,
while energy analysts elsewhere
cited pipeline politics and a break-
down in the basic transit contract be-
tween Gazprom and Naftogaz as
likely causes.

Jonathan Stern, director of gas re-
search at the Oxford Institute for En-
ergy Studies, said that in contrast to
the 2006 dispute, “this time people
perceive that Ukraine is a major part
of the problem.” But, he said, the
longer the fight went on, “the more
damage will be done to Gazprom” and
to its reputation as a reliable energy
supplier. The Russian gas giant is also
likely to face legal claims for damages
by its EU consumers, he said.

“In the end, it’s the source coun-
try, not the transit country, that will
be blamed,” said Fyodor Lukyanov, ed-
itor of the magazine Russia in Global
Affairs.

The debate launched in 2006 over
how to reduce the EU’s dependency

on Russian gas flared again on Tues-
day. Poland’s foreign minister called
for the EU to revive the struggling
Nabucco project to build a pipeline to
bring gas from the Caspian Sea re-
gion direct to Europe, avoiding Rus-
sia.

Speaking in London, Gazprom
Deputy Chief Executive Alexander
Medvedev said the dispute boosted
the case for two Russian pipeline
projects to bring Russian gas direct to
the EU, circumventing Ukraine. One
project, known as North Stream,
would run through the Baltic Sea to
northern Germany, while the other,
South Stream, would cut through the
Black Sea to the Balkans and into Cen-
tral Europe.

“In order to increase security of
supply, [you need] to diversify export
routes,” said Mr. Medvedev, who is no
relation to Russian President Dmitry
Medvedev.

Tuesday’s sudden interruption in
gas supplies to the EU, which had al-
ready been under mild pressure since
Jan. 1, began around 3 a.m.

By midmorning, countries along a
southern gas pipeline from Russia
that transits Ukraine and delivers gas
to Romania, Bulgaria, Greece, Mace-
donia and Turkey were largely cut off.
Croatia also said its supplies from
Russia were halted, while Austria
said it lost 90% of its usual flows from
Russia, those countries said.

In Bulgaria, 12,000 households in
the eastern towns of Varna and Do-
brich were without heat, the Associ-
ated Press reported. While the gov-
ernment said it had enough reserves
to last “several days,” it slashed the
country’s gas consumption by two-
thirds and called for a nuclear power
plant, closed since Bulgaria joined the
EU in January 2007, to be reopened.
Many Bulgarian taxis, which are pow-
ered by natural gas, weren’t running

because their pumps at the gas sta-
tions had been shut.

Philippe Rombaut, the Belgian co-
owner and executive director of
Agropolychim JSC, a fertilizer plant
in Varna that uses 900,000 cubic
meters of natural gas a day, said that
during the night, engineers noticed
gas pressure gauges at the plant drop-
ping. He shut operations down.

“We are facing a serious natural-
gas crisis in which Bulgaria is a victim
of the conflict between Russia and
Ukraine,” Bulgarian Prime Minister
Sergei Stanishev told reporters.

Major economies such as Ger-
many, France and Italy also risk being
affected. Italian energy company Eni
SpA said Russian deliveries were
down 80%. But these countries have
built up gas reserves since 2006, and
in Italy’s case have found additional
supply routes, meaning consumers
won’t be hit soon, company and gov-
ernment officials said.

Gazprom’s Mr. Medvedev accused
Ukraine of shutting down in the mid-
dle of the night three export pipelines
that run across the country. As a re-
sult, he said, Gazprom had to reduce
deliveries to Ukraine’s transit system
to a seventh of the usual amount.
While Gazprom was trying to deliver
240 million cubic meters of gas, only
40 million were emerging on the
other side of Ukraine, he said.

“We became hostage to the irre-
sponsible behavior of a transit coun-
try,” Mr. Medvedev said. “Such situa-
tions should never happen in the gas
industry and haven’t happened be-
fore.”

Ukraine’s state gas company said
Gazprom began unilaterally cutting
back deliveries at 3 a.m., leaving
Ukraine no possibility of filling all the
pipelines to the EU.

Ukraine Deputy Prime Minister
Hrihoriy Nemyria said in a phone in-

terview that Gazprom was trying to
blacken Ukraine’s name. He said Gaz-
prom had deliberately avoided giving
the standard 36-hour notice of a
change in supply volumes, and that as
a result Naftogaz couldn’t make the
changes needed in the supply net-
work to minimize problems.

“What we are experiencing now is
a propaganda war,” Mr. Nemyria said.

Gazprom and Russian analysts
say the dispute has much to do with
Ukrainian politics. Ukraine faces a
presidential election in January 2010;
two of the main contenders are Presi-
dent Viktor Yushchenko and Prime
Minister Yulia Tymoshenko. At a time
when the Ukrainian economy is reel-
ing from the global financial crisis,
Russian analysts suggest that neither
wants to be seen accepting a deal
with Russia, Ukraine’s old imperial
overlord.

“It’s not about Ukrainian politics.
It’s about principles,” said Mr. Nem-
yria.

According to Mr. Stern of the Ox-
ford Institute, the current crisis may
prove to be much more serious than
the shortage in 2006, because this
time, the validity of the transit con-
tracts between Gazprom and Nafto-
gaz is being questioned—something
that didn’t happen three years ago.

Ukraine is challenging the validity
of the contract, which sets the transit
fees Gazprom pays Kiev to ship gas to
the EU. As a result, Mr. Stern said, it
appeared that Ukraine had stopped
accepting nominations from Gaz-
prom on where and to what countries
to export the gas. Because of that, Gaz-
prom stopped supplying gas.

Gazprom spokesman Sergey Ku-
priyanov told reporters on Tuesday
that Gazprom slashed deliveries of
gas to Ukraine for transit on Tuesday
because European orders were much
lower than usual.

 —Marc Champion in Brussels
contributed to this article.
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Œ2 billion in revenue.
But Mr. Merckle lost hundreds of

millions of euros last year in mis-
placed stock-market bets, said peo-
ple familiar with the matter. Much of
the loss was tied to short positions
in Volkswagen AG, in which he wa-
gered that the stock price would fall.
Instead, it skyrocketed late last year
in what market participants have de-
scribed as one of the most dramatic
short squeezes ever.

Bankers say Mr. Merckle also
overstretched himself in recent
years with highly leveraged acquisi-
tions. He increased his indebtedness
in 2007 when HeidelbergCement ac-
quired U.K. building materials com-
pany Hanson PLC for about £8 bil-
lion. VEM confirmed late last year
that it was in refinancing talks with
creditors.

Mr. Merckle’s body was discov-
ered Monday night near train tracks
outside the southern German city of
Ulm in what local police described as
a “railway accident.” There are no
signs that anyone else was to blame,
they added in a statement.

His family said Tuesday that he
had committed suicide. “The dis-
tress to firms caused by the financial
crisis and the related uncertainties
of recent weeks, along with the help-
lessness of no longer being able to
act, broke the passionate family busi-
nessman, and he ended his life,” it
said in a brief statement.

Refinancing talks with banks in
recent weeks proved difficult be-
cause creditors were wary of extend-
ing VEM new funds without sizeable

guarantees and Mr. Merckle was re-
luctant to concede too much control,
said people familiar with the matter.
Talks were further complicated by
the number of banks involved, they
added.

In a rare interview last month,
Mr. Merckle told the German newspa-
per Frankfurter Allgemeine Zeitung
he had survived “many so-called
stock market crashes” but that he
“couldn't calculate a banking and fi-
nancial crisis of this dimension.”

Mr. Merckle’s wealth was esti-
mated by Forbes magazine last year
at $9.2 billion. He also owned stakes
in companies making goods ranging
from all-terrain vehicles to textiles.

In recent days, Ludwig Merckle,
one of Mr. Merckle’s four children,
took the lead role for the family in ne-
gotiating the bridge loan with banks,
according to a person familiar with
the talks.

The roughly Œ400 million bridge
loan is designed to give VEM and
creditors about three months to
craft a broader restructuring blue-
print for the Merckle family empire.
But swift asset sales are expected to
be difficult amid the tough market
conditions.

The dramatic fall of Mr. Merckle’s
business fortunes shocked many in
Germany's financial community,
where he enjoyed a reputation as a
savvy investor.

One senior German banker de-
scribed Mr. Merckle’s business style
as “down-to-earth and very cost-con-
scious.” The billionaire businessman
lived in Swabia, a region of Germany
with a reputation for “frugality,

where you turn every penny twice,”
and that’s how Mr. Merckle was
viewed by many investors, the
banker added.

“That was quite evidently a mis-
perception,” the banker added.

Mr. Merckle voiced distress
about the rapidly changing opinions
of his business dealings as reports
surfaced in recent weeks about his
debt problems.

“We are being thrown into the
same pot as hedge funds,” he told
Frankfurter Allegemeine Zeitung
last month.

But he insisted that his holding
company was suffering from a “pure
liquidity problem” and that his focus
had always remained building up
solid businesses.

German police said Mr. Merckle’s
family reported the businessman
missing late Monday, “after he left
the house in the afternoon and didn’t
return as usual.” Around 7:30 p.m.
the same night a railroad worker no-
ticed a body near Blaubeuren, where
Mr. Merckle lived, police added in a
statement Tuesday. Blaubeuren is
about 100 miles west of Munich in
southwestern Germany.

Mr. Merckle’s suicide isn’t the
first of a prominent European tied to
the financial crisis. French financier
Thierry Magon de La Villehuchet,
founder of Access International Advi-
sors, was found dead in his Manhat-
tan office just before Christmas after
reportedly losing $1.5 billion on be-
half of customers in Bernard L. Mad-
off’s alleged Ponzi scheme. Police
found a box cutter nearby as well as
what appeared to be sleeping pills.

Continued from first page

German billionaire commits suicide
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Alexander Medvedev, deputy chief executive of Gazprom, at talks with German
Economy Minister Michael Glos in Berlin on Tuesday.

R
eu

te
rs

T H E WA L L ST R E ET JOU R NA L . WEDNESDAY, JANUARY 7, 2009 31



Palestinian boys stare at a house destroyed after an Israeli airstrike Tuesday at Khan Younis, in the southern Gaza Strip.

Israeli shells kill 30 at U.N. school in Gaza
Rice steps up talks
to end crisis as toll
of Palestinians leaps

Three Israeli artillery shells
struck a United Nations-run school
in Gaza on Tuesday, killing at least
30 Palestinians who had sought shel-
ter there and stepping up interna-
tional pressure for a cease-fire.

An additional 55 Palestinians
were wounded when the shells

struck the Jabbaliya Girls Prepatory
School, a little before 4 p.m., accord-
ing to U.N. spokesman Chris Gun-
ness.

The attack capped one of the
bloodiest day of the Israeli blitz so
far, with more than 100 Palestinians
dying across Gaza, according to hos-
pital officials. Tuesday’s casualties
pushed the war’s 11-day toll to 640
Palestinian dead, and an estimated
2,960 injured.

Within hours of the shelling at
the U.N. school, U.S. President-elect
Barack Obama broke his silence on
the Gaza war, calling the mounting
loss of civilian life in Gaza and Israel
“a source of deep concern for me.”

Mr. Obama’s comments could sig-
nal a tipping point in the interna-
tional campaign to convince Israel
to halt its attack. European and
Arab leaders have pushed Israel for
a quick cease-fire, but the Bush ad-
ministration has refrained from con-
demning Israel’s attack.

In Washington on Tuesday, the
Bush administration stepped up di-
plomacy to end the crisis, sending
Secretary of State Condoleezza Rice

to New York to meet with Arab lead-
ers and to take part in a United Na-
tions Security Council meeting.

Ms. Rice was scheduled to meet
with Palestinian Authority Presi-
dent Mahmoud Abbas, as well as se-
nior Turkish, French and Egyptian
diplomats, U.S. officials said.

Arab governments have been
pushing the Security Council to
pass a resolution calling for an im-
mediate end to hostilities between
Israel and Hamas. Washington so
far blocked has passage of the cease-
fire initiative as it seeks to put in
place longer-term mechanisms to
guard against the rearming of Ha-
mas, according to U.S. officials.

American diplomats are discuss-
ing the restoration of a 2005 interna-
tional agreement that allows for Eu-
ropean Union and Palestinian Au-
thority security officials to control
the supply routes in and out of Gaza.
The U.S. also wants to establish a
mechanism to better monitor smug-
gling of weapons and other contra-
band into the Gaza Strip from the Si-
nai Peninsula.

Many moderate Arab leaders say
the violence risks turning their na-
tions against them, as they appear
weak amid the Israeli operation.

“We need a cease-fire now as the
violence has reached unacceptable
levels,” said an Arab diplomat from
a U.S.-allied country. “The condition
is hurting the moderates in the re-
gion.”

Meanwhile European nations in-
cluding France and England, wor-
ried about spillover attacks stem-
ming from the Gaza conflict. French
authorities said they fear tensions
between the country’s Jewish and
Muslim communities may rise. In
London, the Community Security
Trust, a group that provides train-
ing, advice and security services for
the protection of British Jews, says

there have been around 25 incidents
related to the recent action in Gaza.

Most prominent among those
was an attempted arson late Sunday
at a synagogue in north London, re-
sulting in minor damage; the CST
says the perpetrators tried and
failed to pour flammable liquids in-
side the building, so instead poured
gas on the door and set it on fire.
Other incidents have involved graf-
fiti with slogans like “Jihad against
Israel” and “Kill the Jews.”

In South America, Venezuelan
President Hugo Chávez Tuesday ex-
pelled the Israeli ambassador and
all embassy personnel in response
to the campaign, the Associated

Press reported.
Israel began an aerial bombard-

ment of Gaza on Dec. 27 after a six-
month cease-fire between Israel and
Hamas, the militant group that rules
Gaza, expired and Hamas resumed
firing rockets at Israel. Four Israelis,
three of them civilians, have been
killed due to rocket attacks since the
offensive began.

Past Israeli military operations
have been derailed by international
pressure stemming from similar
missteps by the Israeli military. A
missile strike against a civilian shel-
ter, again in Qana, in 2006 killed 28
civilians and forced Israel to sus-
pend its offensive in southern Leba-

non for 48 hours.
Israel’s death toll also rose on

Tuesday. Four soldiers died over-
night Monday in two separate
friendly-fire incidents in which Is-
raeli tank shells hit Israeli soldiers.
A fifth soldier was shot dead Tues-
day morning by a Palestinian mili-
tant, according to the military.

Israel said its war planes
bombed 100 targets on Tuesday, as
tanks took up positions on the out-
skirts of Gaza’s second-largest city
of Khan Younis in the southern part
of the coastal strip.

 —David Gauthier-Villars in Paris
and Alistair MacDonald in London

contributed to this article.

Israeli boys gather on a hilltop on Gaza’s border Monday to watch Israel’s offensive
against Hamas. Dozens of Israeli spectators have arrived from all over Israel.

Israelis watch fighting in Gaza from atop nearby hills

Re
ut
er
s

sandwich and sipping a Diet Coke.
“I’ve never watched a war be-

fore,” he said. A group of police offic-
ers nearby took turns snapping pic-
tures of one another with smoking
Gaza as a backdrop. “I want to feel a
part of the war,” one said, before cor-
recting himself with the official gov-
ernment designation for the assault.
“I mean operation. It’s not a war.”

The spectators share hilltop
space with an army of camera-tot-
ing Israeli and foreign journalists,
who have so far been banned by the
Israeli military from entering Gaza
to report on the conflict.

Mr. Danino has a personal link to
the fighting. His 20-year-old son
Moshe is a soldier in an infantry
unit fighting somewhere below his
hilly perch.

From the sidelines, he is here to
root for his son the soldier, he says,
just as he once sat on the sidelines
of soccer fields cheering for his son
the high-school athlete.

“The Army took all the soldiers’
cellphones away before the attack,
so this is my way of staying in con-
tact,” he says.

On another hill-top overlooking
Gaza, Sandra Koubi, a 43-year-old
philosophy student, says seeing the
violence up close “is a kind of cathar-
sis for me, to get rid of all the anxi-
ety we have inside us after years of
rocket fire” from Hamas.

Jocelyn Znaty, a stout 60-year-
old nurse for Magen David Adom, the

Israeli counterpart of the Red Cross,
can hardly contain her glee at the site
of exploding mortars below in Gaza.

“Look at that,” she shouts, clap-
ping her hands as four artillery
rounds pound the territory in quick
succession. “Bravo! Bravo!”

Ms. Znaty lives in Sderot, the im-
migrant community on Gaza’s bor-
der that has long been a target for
Palestinian militants inside the terri-
tory, whose rockets have frequently
rained down on the town. Her daugh-
ter lives on Kibbutz Yad Mordechai,
an Israeli community even closer to
the Gaza Strip.

Last year, Gaza-launched rockets
struck Ms. Znaty’s home twice in a
single week. She escaped both at-

tacks unscathed; a simmering anger
remains for those living on the
other side of the Gaza fence.

She acknowledges an uncomfort-
able, self-conscious awareness that
she is cheering on a deadly war. Is-
raeli planes, ships and artillery have
blasted the small, sealed-off terri-
tory for more than a week, killing
more than 600 Palestinians and in-
juring more than 2,900.

The weekend ground assault has
sent civilian casualties climbing,
overwhelming hospitals and trigger-
ing the International Committee of
the Red Cross to declare a humani-
tarian crisis inside the small, sea-
side enclave of 1.5 million.

On Tuesday, the UN said one of its

schools in Gaza was hit by an Israeli
strike, killing dozens of civilians who
had sought refuge from the attacks.

“It’s weird that we have to take
lives in order to save lives,” Ms.
Znaty says. “But we were held hos-
tage by Hamas while our govern-
ment ignored us, and now we fight
back. I am sorry, but I am happy.”

War watching isn’t a new phe-
nomenon. Up until World War I,
when more powerful weapons be-
gan to be used on the battlefield, it
was common for civilians to perch
on grassy lookouts on a battlefield’s
periphery to watch warring armies.

Nor is it unique to Israelis in the
current conflict. On the Egyptian
side of the border, across from
southern Gaza, Arabs, too, were
coming from far away to watch the
aerial bombardment.

But at Gaza’s border crossing in
the dusty town of Rafah, the mood
was of anger and sober resignation
amid the punishing Israeli attacks.
Egyptians in Rafah, and many of the
Arab aid workers who have flocked
here to help evacuate Gaza’s
wounded, share deep ethnic, family
and economic ties with the territory.

Over the weekend, as ambulances
ferried out bloodied Palestinian casu-
alties, plumes of black smoke, accom-
panied by dull thuds and trembling
earth, rose across the border, just a
hundred yards across a no man’s land
marking the border with Egypt.

“We feel helpless. We feel like we
are so close but we can’t do any-

thing,” said Rami Ibrahim Shahin, a
20-year-old mechanic, whose fam-
ily is originally Palestinian. His
brother lives on the other side of the
border, now under Israeli fire.

They talk every day, when phone
connections work. After his shift
ends in the evening, Mr. Shahin
walks several kilometers to reach
the border crossing, where he can
get a better view of the attacks.

“All day long, it’s like this, we see
the attacks with our own eyes,”
shrugs Rafah resident Osama Al-
Beyali, a 51-year-old porter in torn
gray coveralls. As blasts ring out
across the border, onlookers swear
at Israel or offer prayers for victims.

A father of six, Mr. Al-Beyali says
he thinks of the Palestinian children
suffering in the cold, with little food
or safety, under the barrage. “When I
see my children, I feel ashamed and
guilty. I feel like I should find a way to
go over there and fight the Israelis.”

“Injustice, injustice,” he mumbles.
Many Israelis have come to see

the early days of the Gaza offensive—
where Israeli forces have suffered a
handful of military deaths and three
civilian casualties from rocket at-
tacks—as a welcome change.

“I come here because our army is
finally doing something, showing
the world that we are not weak,”
says Mr. Danino, the unemployed
factory worker.
 —Farnaz Fassihi in Rafah, Egypt

and Margaret Coker in Tel Aviv
contributed to this article.

Continued from first page

LEADING THE NEWS

Ch
ar

le
s 

Le
vi

ns
on

/T
he

 W
al

l S
tr

ee
t 

Jo
ur

na
l

By Charles Levinson on the
Gaza border and Jay Solomon
in Washington
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Expanded subway digs Beijing out of a jam
Worry over feng shui
is cast aside as city
embraces the urbane

Art imitates global finance crunch, with few exceptions

By Ian Johnson

BEIJING—For years, this sprawl-
ing city of 17 million seemed des-
tined to be the next 1970s Los Ange-
les, with traffic jams and endless
commutes. But suddenly, Beijing
flows.

Credit an ambitious subway net-
work that is finally starting to draw
commuters off the street. Spurred
by the Olympics, the project symbol-
izes Beijing’s goal of entering the
big leagues—and is dramatically
changing the urban fabric of a city
that for centuries followed ancient
geomantic principles by avoiding
breaking the earth’s surface.

The new subway network boasts
eight lines with 123 stops stretching
about 190 kilometers. It is due to ex-
pand over the next seven years to
560 kilometers of mostly under-
ground track, 50% longer than New
York City’s network. The system has
already spurred new businesses and
changed habits: Once, only the poor
rode public transportation in
Beijing. But now, the subway is
crowded every morning with urban
professionals.

“I like it because you can count
on it,” says Rayman Yu, managing di-
rector of Starflight International
Media Co., a talent agency. “It’s

clean and safe and modern.”
The subway is part of

Beijing’s transformation to a
more urbane metropolis. “The
subway was designed to put
New York City in the urban big
leagues and to feel that way,”
says Clifton Hood, a professor
of history at Hobart and Wil-
liam Smith Colleges in New
York. “You get that sense in
Asia, too.”

The new system has radi-
cally changed Beijing and its
aversion to subsurface build-
ing. Until recently, there were
no catacombs, crypts or even
basements in Beijing. Part of
the reason was due to princi-
ples of feng shui, or geomancy,
which held that digging under-
ground was inauspicious.
Beijing’s once-high water ta-
bles also discouraged much be-
low-surface activity.

This changed in recent
years as modern building tech-
niques allowed for tunneling
without worries of water leak-
age. In addition, traditional be-
liefs became less influential with
time: Feng shui is still widely prac-
ticed in China, but rarely at the ex-
pense of economic progress, and
few public projects are blocked by
its ancient rules.

“The city’s surface was never
breached; it was always a surface
city,” says sociologist Yang Chong-
guang, at the City Development and
Environmental Research Center.
“Suddenly, this city is digging.”

In Western countries, subways
sprang from mostly private enter-
prises, although most were later na-
tionalized, while in Beijing—and in
most of Asia—they have been state
projects. That helps explain the
money poured into the project. Over
the past year, various levels of gov-
ernment in China have spent 54 bil-
lion yuan ($7.9 billion) on Beijing’s
network and plan to spend an addi-
tional 120 billion yuan by 2015.

It’s not like Beijing
never had a subway. Like
many socialist cities,
Beijing built a network.
But the project, which be-
gan in 1965, was slow and
controversial. Two lines
were built: an east-west
line and a circular line.
The latter required the de-
struction of the city’s mas-
sive walls, a loss of heri-
tage that drew protest.
Then, the lines didn’t func-
tion properly. After years
of political upheaval, the
first line of 27 kilometers
began regular service in
1981. Then came another
two decades of stagna-
tion.

Meanwhile, commut-
ing was becoming impor-
tant. In the socialist era,
Chinese lived in govern-
ment-provided apart-
ments inside their “work
units.” That system began
to break down in the 1990s
asthejobmarketandhous-

ing were privatized. People began to
live in one part of town and work in
another. But the lack of public trans-
portation meant many were forced
to take cabs or bike. Commutes could
last hours.

The breakthrough happened in
2001, when Beijing won the right to
host last year’s Olympics. Officials
launched a crash expansion to have
eight lines running by last summer.
Then, during the Games, many resi-

dents were forced to change their
habits when draconian traffic re-
strictions were implemented. Ac-
cording to city officials, half of
Beijing residents commuted on pub-
lic transportation during the Games.

Businesses, such as the Subway
Newspaper, have been launched in
tandem with the new system. Bi
Kun, the paper’s 56-year-old pub-
lisher, took one of his newspaper
group’s money-losing papers and
turned it into a free newspaper
aimed at subway riders. Modeled on
similar newspapers in Europe, the
paper is designed to be read in 30
minutes, the average commute.

Outside the new stops, rental
companies have begun to offer
bikes to make the final leg of the
commute. One has a chain of 22
rental agencies at key stops. For 100
yuan a year, people can get a bike
when they leave the stop and either
return it at another subway stop or
keep it for the day.

“It’s made a huge difference in
my life,” says Yang Baozhong, gen-
eral manager of a tour bus opera-
tion. “But it’s strange because I
never see anything above ground
anymore because I’m under-
ground.”
 —Gao Sen contributed

to this article.

By Kelly Crow

The global financial crisis finally
rattled the art market in late 2008,
as auction houses and galleries
struggled for the first time in five
years to convince collectors to keep
splurging on art.

Buyers chased a few museum-
worthy paintings but largely es-
chewed any works deemed un-
proven or overpriced. Around the
world, contemporary art dealers dis-
counted their offerings
to stay afloat. Muse-
ums suffered from
dwindling endow-
ments.

Sotheby’s said it
auctioned about $4.82
billion of fine and deco-
rative art last year,
down nearly 11% from
2007. The 2008 total,
aided by strong sales
in the first half of the
year, included $1.4 bil-
lion in contemporary
art, up 4.5% from 2007;
$1.1 billion in Impres-
sionist and modern
art, same as the year
before; and $219 mil-
lion in jewelry, down
25%.

Christie’s International PLC said
it auctioned more than $4 billion,
down roughly 20% from 2007.
Closely held Christie’s said it would
release full sales figures this month.

Several artworks nevertheless
sold for runaway prices, thanks to
their rarity, quality or the fact that
they were offered in the spring, when
the financial outlook was sunnier. In
May, Sotheby’s sold the top lot of the
year, Francis Bacon’s teal-green
“Triptych, 1976,” for $86.2 million.

Christie’s, meanwhile, sold Mark
Rothko’s sunset-colored abstract,
“No. 15,” for $50.4 million in May as
well as Lucian Freud’s earthy nude
portrait, “Benefits Supervisor Sleep-
ing,” for $33.6 million. That sale
made him the priciest living artist.

The contemporary art boom
reached its peak in September, when
British artist Damien Hirst sold
about $200 million of his pickled-an-
imal art at Sotheby’s in London on
the same day Lehman Brothers Hold-

ings filed for bankruptcy-law protec-
tion. Two months later at a round of
auctions in New York, two-thirds of
the works by Mr. Hirst went unsold.

There was one blockbuster in No-
vember, when Sotheby’s sold Ka-
zimir Malevich’s 1916 avant-garde
masterwork, “Suprematist Composi-
tion,” for $60 million.

The downshift has been jarring
for the two chief auction houses,
which spent the boom years perfect-
ing their showmanship and turning

their salesrooms into public pop
spectacles fueled by celebrities,
young artists and new buyers. Now,
both houses are quickly cutting
costs.

Sotheby’s cut $7 million from its
salary budget last month by laying
off an undisclosed number of staff,
primarily from its North American
offices. It also ended a branded
credit-card program with Master-
Card, which was part of an effort to
extend its brand into a range of fi-

nancial services. Chief Executive
Bill Ruprecht says he expects auc-
tion catalogs to be “much thinner”
this year and for some contempo-
rary artworks to ratchet back to
2005 prices.

Christie’s will unveil a cost-cut-
ting plan this month. Chief Execu-
tive Ed Dolman says it includes staff
layoffs, lower price estimates and al-
most no guarantees, a financial
mechanism by which the auction
house promises to buy a work if it

doesn’t sell at auction. In November,
Christie’s and Sotheby’s had an esti-
mated $63 million of combined
losses from guaranteed artworks
that went unsold.

Phillips de Pury & Co., a smaller
auction house bought by Russian re-
tailing giant Mercury Group in Octo-
ber, also says it has curbed its guar-
antees.

For sellers, 2009 may be a year of
lower expectations. Sellers who
have a choice will likely sit on the

sidelines, experts say,
leaving the market to
those who must sell
to settle an estate, a
divorce or a debt. Mr.
Ruprecht says he has
spoken with “lots” of
collectors who had in-
vested with Bernard
L. Madoff Investment
Securities, the New
York firm that alleg-
edly carried out a $50
billion Ponzi scheme.
“I have clients for
whom art is the sole
liquid asset they own
today,” he says.

Buyers, on the
other hand, are get-
ting used to a new lux-
ury: time. Gone are

the days when collectors had three
minutes or less to buy a work at a ma-
jor art fair. Gallery waiting lists are
rare. Collectors can reserve works
for days or even weeks while they
mull a decision.

Collectors also are doing more
due diligence before buying, such as
asking for detailed ownership
records, even for artworks that are
only a few years old. Some are even
getting title insurance. For the first
time in October, Sotheby’s market-

ing materials disclosed that one of
the lots in its 19th century European
art sale, a painting by Józef Brandt,
came with a policy from Aris Title In-
surance paid for by the seller. “Song
of the Cossack Victors” sold for
$230,500, much higher than the
$150,000 high estimate.

Contemporary collectors and
dealers are at odds over how to recal-
ibrate price levels, says Lisa Austin,
a Miami art adviser. Buyers are seek-
ing discounts as high as 40%, but
some dealers are hesitant to offer
more than 15%. This disconnect has
led to “market stagnation,” she says.
“Everyone knew the art world was in
a bubble, but now we don’t know
how to deal with what comes after.”

Instead of hunting for discounts,
New York art advisers Stefano Basil-
ico and Liz Klein say collectors
should use their new leverage to buy
work from older artists with “stay-
ing power,” such as Robert Gober
and John Baldessari, or to cozy up to
experienced galleries that survived
the last art-market crash nearly 20
years ago. Hundreds of the world’s
2,500 contemporary art galleries
have been around only for a decade
or so. Several, like Rivington Arms in
New York, plan to close.

Some museums are reeling from
declining endowments. The J. Paul
Getty Trust, which supports the
Getty Museum in Los Angeles, says
its endowment has dropped by a
quarter, or roughly $1.4 billion, since
late June, as the stock market tum-
bled. The Newseum in Washington,
D.C., has been forced to cut staff be-
cause of a $150 million investment
loss in the endowment of its main
funder, the Freedom Forum.

Jack Wolgin, a longtime Philadel-
phia collector, says he plans to help
artists by continuing to collect.
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Beijing hopes the new subway will help it become a
big-league metropolis.

Despite the downturn in the art market, Sotheby’s sold Francis Bacon’s ‘Triptych, 1976’ for $86.2 million.

Online today
See details on past, present

and future Beijing subway lines,
plus video, at WSJ.com/World.
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Hewlett-Packard's thin new dv2 
has features of high-end 
laptops but a price closer to 
low-end netbooks

Court orders resentencing
of former Enron CEO Skilling

By Don Clark

And Justin Scheck

A new breed of low-priced lap-
tops called netbooks have been
thriving during the downturn—so
well, in fact, that many high-tech
companies are scrambling to adapt.

The responses by these high-
tech companies will be a hot topic
at this week’s Consumer Electron-
ics Show. They include not only
new netbooks—which typically
cost $300 to $500, and often use In-
tel Corp.’s Atom chip—but prod-
ucts that address shortcomings of
the new category and other porta-
ble PCs.

Netbooks, for example, tend not
to be very good at displaying graph-
ics and playing videos. So Hewlett-
Packard Co., on Tuesday intro-
duced a $699 laptop that beefs up
those capabilities with chips from
Advanced Micro Devices Inc. H-P’s
new dv2 model is fewer than 2.5
centimeters thick and offers many
features found in higher-end prod-
ucts such as Apple Inc.’s MacBook
Air, which starts at $1,800.

Another problem with net-
books, and other laptops, is that
they tend to start up too slowly and
run out of power too quickly. Phoe-
nix Technologies Ltd. is trying to
address those issues with a down-
loadable layer of software, called
HyperSpace, that lets users do sim-
ple chores such as calling up Web
sites without waiting for an op-
erating system to boot up.

The activity is the latest sign
that technology segments are
converging at an accelerating rate,
driven by competitive pressures
that the recession is amplifying.
Companies including Phoenix are
trying to help netbooks and other
portables work as simply as cell-
phones, just as makers of those de-
vices are improving their ability to
tap into the Web.

In another tactic, Qualcomm Inc.
and Freescale Semiconductor Inc.,
which make chips for cellphones,

are discussing plans at CES to offer
their technology for netbooks, too.
Henri Richard, Freescale’s senior
vice president and chief marketing
officer, predicts that new entrants
such as cellphone makers will join
the race to make portable comput-
ers. “Netbooks change the para-
digm for how you enter the comput-
ing space,” Mr. Richard says.

The new products, sometimes
called mini-notebooks, were exem-
plified by the success of the Eee per-
sonal computer that Asustek Com-
puter Inc. of Taiwan introduced in
2007. Its initial models started at
$299, had a seven-inch screen, used
Linux rather than Windows and had
no disk drive. The portables stored a
small amount of data on flash mem-
ory chips.

Since then, companies such as

H-P, Dell Inc. and Acer Inc. have in-
troduced machines with a range of
features, including larger screens,
disk drives and Microsoft Corp.’s
Windows XP software.

One of the biggest cheerleaders
has been Intel, which helped popu-
larize the term netbooks and this
past spring introduced the low-
priced Atom chip as a calculating en-

gine for the new devices. “Suffice it
to say, demand turned out to be
much larger than we anticipated,”
says Bill Calder, an Intel spokesman.

Gartner analyst Mika Kitagawa
estimates that more than 10 million
netbooks were sold in 2008, surpass-
ing the research firm’s earlier esti-
mate of eight million—and leaping
from the hundreds of thousands be-
lieved to have been sold in 2007.

Some companies initially pre-

dicted that netbooks would find
their biggest audience as a first com-
puter purchase for customers in
emerging economies. Now, though,
many industry executives agree
that netbooks are mainly being pur-
chased as a second or third com-
puter in affluent households—good
for quickly checking Web sites, but
not powerful enough for chores
such as burning DVDs.

Another issue has been
whether netbooks are expanding
the PC market, or taking sales
from more expensive laptops.

“This is a class of PC devices
that is much more incremental
than it is cannibalizing,” says
Brad Brooks, corporate vice pres-
ident of Windows consumer-

product marketing.
Mr. Brooks estimates that

more than 80% of netbooks now
ship with Windows, compared
with less than 10% when the de-
vices first went on sale. But most
run XP, and analysts say that Mi-

crosoft receives less revenue
and profit from that product

than the newer Windows
Vista software that comes

with other laptops. Intel
has said its prices and
profit margins on Atom
also are lower than on

some other chips.
Any line between netbooks and

higher-end laptops stands to get
even blurrier, as competition
causes companies to add more fea-
tures to their products. Dell, for in-
stance, now sells a $499 netbook
with a screen measuring 12 inches,
essentially a scaled-up version of an
earlier product with an 8.9-inch
screen. H-P, in addition to its higher-
priced dv2, at CES is introducing a
$499 extra-durable netbook with a

10-inch screen that is aimed at busi-
ness customers.

Jonathan Kaye, the marketing di-
rector for H-P’s consumer-note-
books division, says that until re-
cently, PC companies have been
building machines that conform to
“a fairly strict definition of what a
netbook is,” set largely by Intel’s
specifications. But, he adds, that
could change as manufacturers add
more sophisticated features.

Roger Kay, an analyst at End-
point Technologies Associates, says
H-P’s new laptop is evidence that
netbooks and the competition they
have spurred are dragging down PC
prices and taking sales from more-
expensive models. PC makers are
“eating their children,” he says.

Chip makers certainly don’t in-
tend to let Intel run away with the
market. Via Technologies Inc. is ex-
pected to discuss its competing mi-
croprocessors for netbooks at CES.

AMD, though not selling a chip
for netbooks, says that most con-
sumers will prefer machines such as
the dv2 that use its microproces-
sors and more powerful graphics cir-
cuitry, in a combination code-
named Yukon that it announced
Tuesday. Nvidia Corp., another
maker of graphics chips, wants to
persuade netbook makers to use
one of its graphics chips alongside
Intel’s Atom—providing what it esti-
mates to be 10 times the perform-
ance of the accessory chips Intel of-
fers with its microprocessor.

Then there is the issue of the
time it takes to start Windows. Phoe-
nix, which sells PC makers built-in
programs that control the boot-up
process of their systems, estimates
that its HyperSpace software can let
users start surfing the Web in a few
seconds, save energy and avoid secu-
rity problems associated with Win-
dows. The software comes in two
versions, priced at $39.95 and
$59.95 for a year of use.
 —Nick Wingfield

contributed to this article.

Logitech to cut 5% of work force

High-tech companies take up netbooks
Low-priced laptops blossom in economic downturn; new products will address flaws, provide more features

By Hans Schoemaker

Computer-peripherals maker
Logitech International SA aban-
doned its financial targets for fiscal
2009 and said it is cutting 500 jobs,
or about 5% of its 9,000 employees.

Switzerland-based Logitech,
which makes low-cost products rang-
ing from mice and keyboards to Web-
cams and universal remote controls,
has long remained relatively resil-
ient to economic circumstances, say-
ing most of its products fall below
what it calls the “ask your spouse”
level. If consumers are forced to save
on big-ticket items like personal com-
puters, they will still buy extras like a
jazzy new keyboard or mouse.

Tuesday’s announcement was
bad news for both Logitech inves-
tors and the industry as a whole, an-
alysts said.

“Many of Logitech’s products
are relatively cheap compared to
household income,” an analyst at
Clariden Leu Investment Research
wrote in a summary. “Weak sales of
small-ticket items are not an encour-
aging sign.”

Logitech isn’t the first electronics
maker to issue a profit warning be-
cause of the economic downturn. Mo-
torola Inc., Sony Corp. and Philips
Electronics NV have all issued simi-
lar warnings in the past two months.

Logitech didn’t provide new sales
or profit targets for the year ending
March 31, citing continued economic

uncertainty. It had previously fore-
cast sales would increase between
6% to 8% and that operating income
would rise 3% to 5% for the full year.
But even those figures were
trimmed: as late as October, the com-
pany had forecast both figures to
rise 15%.

The Christmas quarter, crucial
for Logitech as the quarter typically

accounts for nearly a third of total
revenue, marked a steep deteriora-
tion as clients sharply cut invento-
ries, driven by lower consumer de-
mand and retailers’ expectations for
a drawn-out economic crisis.

Chief Executive Gerald Quindlen
said the company expects is reduc-
ing costs to cope with “what is likely
to be an extended downturn.”

The 500 cuts announced Tuesday
are nonproduction jobs, or about 15%
of its nonproduction work force.

“The magnitude of planned job
cuts indicates that the situation is se-
vere,” Vontobel analyst Michael
Foeth wrote in a note to investors.
“Without further guidance, we as-
sume that the company expects no
growth” in fiscal 2009 and 2010.

Logitech Chairman Guerrino De
Luca said he expects this year will be
marked by economic crisis, much as
2008 was marked by financial crisis.
But he said Logitech is in a stronger
position than its competitors.

The company said it would up-
date investors on business condi-
tions when it reports third-quarter
results Jan. 20.

CORPORATE NEWS

ASSOCIATED PRESS

HOUSTON—A U.S. federal ap-
peals court upheld the conviction
of former Enron Corp. Chief Execu-
tive Officer Jeff Skilling for his role
in the energy company’s collapse,
but vacated his 24-year prison
term and ordered that he be resen-
tenced.

A three-judge panel of the 5th
U.S. Circuit Court of Appeals in
New Orleans on Tuesday denied
Mr. Skilling’s request to overturn
his convictions. Mr. Skilling and his
lawyers argued his conviction was
invalid because of incorrect legal
theory, faulty jury instructions, a bi-
ased jury and prosecutorial miscon-
duct, including accusations of wit-
ness intimidation and withholding
evidence.

While denying those arguments,
the judges said U.S. District Judge
Sim Lake erred by applying guide-
lines that resulted in a prison term
of 24 years and four months and or-
dered Mr. Skilling be resentenced.

Mr. Skilling is serving his time,
the harshest punishment doled out
in Enron’s collapse, in a federal
prison in Minnesota.

Mr. Skilling was convicted in
May 2006 on 19 counts of fraud,
conspiracy, insider trading and ly-
ing to auditors for his role in the col-
lapse of Houston-based Enron,
once the nation’s seventh-largest
company.

Mr. Skilling is the highest-rank-
ing executive to be punished for the
accounting tricks and shady busi-
ness deals that led to the loss of
thousands of jobs, more than $60
billion in Enron stock value and
more than $2 billion in employee
pension plans after the company im-
ploded in 2001.

Company founder Kenneth Lay
also was convicted of conspiracy,
fraud and other charges, but he
died less than two months later of
heart disease and his convictions
were vacated.

The computer-
peripherals maker
also abandoned its
financial targets.
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Vulture fund circles in U.K.
Veteran investors
make move in City,
but is the slump over?

THE PROPERTY REPORT

By William Boston

SPECIAL TO THE WSJ
For nearly a year the veteran Brit-

ish property investment team of
Raymond Mould and Patrick
Vaughan has sat on their vulture
fund, waiting for the right moment
to pounce on the growing carnage in
commercial real estate.

Now their venture, London &
Stamford Property Ltd., is making
its first move, buying the prime of-
fice building at One Fleet Place in
the hard-hit City financial district of
London for £74 million ($108.6 mil-
lion). Given their track record for
good market timing, the deal could
be a watershed event indicating
that the steep decline in British
prime property is near its bottom.

But, of course, they also could be
blowing it. Six months from now the
170,000-square-foot (15,300-square-
meter) building could be worth less
than they are paying. The acquisition
ofthepropertyfromU.K.insurancegi-
ant Legal & General Group PLC isn’t a
done deal. London & Stamford said in

a statement Tuesday that the two
sides “have exchanged conditional
contracts”andthatthepurchaseisex-
pected to be completed soon.

If it is concluded, it will demon-
strate the ingredients necessary to
get deals done in this environment.
The price represents a yield of
7.75%, which shows just how far
property values have fallen since
their peak. Legal & General bought
the building from British Land PLC
in 2005 for £119 million, then a yield
of about 5%. It tried to sell the build-
ing last year for at least £100 million
but found no buyers. Legal & Gen-
eral declined to comment.

“I think we are testing the wa-
ter,” said Martin McGann, partner
and finance director at London &
Stamford’s investment-manage-
ment group, LSI Management LLP.
“When you look at the yields out
there and the cost of debt, you start
to be able to throw off returns that
make it worth investing.”

The deal also shines light on how
much equity is necessary these
days. London & Stamford is financ-
ing the deal with a debt facility from
HBOS PLC at a loan-to-value ratio of
65%, according to Mr. McGann.
There is no old debt on the building.

Messrs. Mould and Vaughan
aren’t the only investors who have

been circling. Expecting the global
property boom to bust, property-fo-
cused vulture funds around the
world have been building war chests
for the past five years. Several new
European funds launched last year,
including Resolution Property PLC,
which raised £3 billion and whose in-
vestors include the endowment
funds of U.S. universities Yale and
Harvard, Invista Real Estate, Evans
Randall, run by property investor
Michael Evans, and Terra Catalyst,
an opportunity fund launched by ac-
tivist investor Laxey Partners.

Last year, 87 funds targeting dis-
tressed property and debt raised
$86.9 billion, with $24 billion of that
earmarked for Europe, according to
dataprovidedbyPrequinLtd.,thepri-
vate-equity research group. In 2003,
25 funds raised just $6.9 billion. And
the cash pile is set to surge this year,
according to Prequin, which esti-
mates that270property-focused vul-
ture funds are trying to raise $168.7
billion for acquisitions in 2009.

Messrs. Mould and Vaughan have
been a team on and off since 1976,
when they founded Arlington Securi-
ties, which they later sold. In 1991,
they teamed up again to form the Pil-
larPropertyGroup,whichtheysoldin
2005 to British Land for £811 million.

Faced with the choice of retire-

ment or forming another venture af-
ter selling Pillar, the property duo
created London & Stamford in 2006,
raising £240 million by listing it on
the Alternative Investment Market
of the London Stock Exchange in No-
vember 2007. They also secured a
committed bank facility of £130 mil-
lion. In April last year, London &
Stamford secured a Middle Eastern
partner, who has committed £200
million in unleveraged financing.

In an uncertain market, One Fleet
Place, an office building near Victo-
ria Station, looks like a conservative
investment. It is largely leased to the
law firm Denton Wilde Sapte LLP un-
til 2025 for about £36 per square
foot. “This building combines an ex-
cellent blend of building quality, cur-

rent market rent, long lease length,
secure income and given the lever-
age we can apply, it gives us a very
good income return on our invest-
ment,” said Mr. Mould, chairman of
London & Stamford, in a statement.

The deal has gotten somepositive
reviews. J.P. Morgan Chase analysts
said the acquisition “makes sense”
based on the presumed strength of
the tenants, the long lease, and price
of the deal. But many analysts pre-
dictthat U.K.propertyvalues will fall
further this year. A few months from
now it might seem like London &
Stamford jumped in too early.

“We think this is a good deal for
us,” Mr. McGann said. “We set our-
selves targets for a cash return and
this deal provides for that.”

Vultures begin to swoop
Cash-rich funds target discounted property in Europe

Number of funds raised Aggregate capital raised, in billions
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BUSINESS REAL ESTATE
INVESTMENT PROPERTIES

INVESTMENT PROPERTIES INVESTMENT PROPERTIES INVESTMENT PROPERTIES

CARIBBEAN

Owner reserves the right to remove the property or properties from the market at any time,
and expressly reserves the right at its sole discretion to reject any or all proposals or expressions of interest in the property,

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

§ Approx 12 miles from the Master-Planned
"Kingwood" Dev. and the Intercontinental Airport.
§ Preliminary Master-Planned community with

mixed use/single family development
in final stages of a District formation.

§ Extensive timber reserves.
§ Located in dynamic North Houston Energy Corridor.

§ Investor priced for year-end close.
§ Sealed bids due November 26th.

§ Investment inquiries can be made through
e-mail to: rexrealestate@msn.com

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

Corner Retail Building
on Pico Blvd.

8,360 SF building on 17,381 SF
of land. 160’ of frontage.

Major upside in rents. Possible
development site or owner-user.

$4,395,000
PAR Commercial Brokerage

Greg Eckhardt
(310)395-2663 Ext.103

Gecko@parcommercial.com

U.S., California,
West Los Angeles

Gasperoni Development Realtors
407-774-9434 or
Cell 407-415-4230

SIX BUILDING, 300,000 SQ FT
INTERNATIONAL WAREHOUSE
COMPLEX. ALL AAA CONCRETE
TWIN-T CONSTRUCTION 24 FT
CEILINGS! 70% LEASED. FANTASTIC
LOCATION I-95 AND US 1. $27.8M.

FT LAUDERDALE, FL

on North San Fernando Road
21,000 SF building on 15,000+/- SF of land.

Major upside in rents.
100% Occupied. Two (2)

national tenants.
$10,000,000

PAR Commercial Brokerage
Greg Eckhardt

(310)395-2663 Ext.103
Gecko@parcommercial.com

U.S., California, Burbank
Trophy Retail Building

GRAND CAYMAN ISLAND
Prime Commercial Property fronting
on West Bay Road, the island’s main
thoroughfare, across from Plantana and
The Great House condos on Seven Mile
Beach. Land is fi l led and ready to
develop or land bank. No property taxes
here! Will subdivide. 1-14 acres available.
Asking US$37.80/sf. Negotiable.

345.623.4411
info@cirealty.ky

GRAND CAYMAN ISLAND
Commercial Office Building. All units
condominiumized. Leased spaces
provide 8.5% return on investment.
Some vacant spaces avai lable for
purchaser use. Will sell individual units
or blocks of units. Smallest 640sf.;
largest 20,000sf. Selling at US$311 –
329/sf. Proforma available on request.

345.623.4411
info@cirealty.ky

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

To advertise
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Apple makes major changes to iTunes
Online store shifts
to tiered pricing,
DRM-free songs

Veteran investors
circle U.K. with their
vulture fund. Page 29

A new risk for kids:
‘third-hand smoke’
WSJ.com/Juggle

Ad holding shops make a play for Web space

By Ethan Smith

And Yukari Iwatani Kane

A
PPLE INC. unveiled pric-
ing and copyright
changes to its iTunes
Store in one of the com-
pany’s first significant

shifts to selling songs online.
The changes, announced at the

Macworld Conference & Expo in San
Francisco Tuesday, include a new
three-tiered pricing plan, instead of
the 99-cent fixed price Apple has
used almost exclusively. Apple also
said it will drop copy protection
from all of the songs in its digital
store. In addition, the Cupertino, Ca-
lif., company said consumers will be
able to buy music for their iPhone
3G over cellular networks, a move
that iPhone users have been waiting
for since the device’s launch in 2007.

The changes were announced by
Apple marketing chief Philip Schiller
rather than by Apple Chief Executive
Steve Jobs, who has made the key-
note speech at Macworld every year
since 1997. Last month, Apple said
Mr. Jobs wouldn’t appear at the
event because the company was cut-
ting back on trade shows and would
withdraw from Macworld after this
year. On Monday, Mr. Jobs disclosed
he was treating a “hormonal imbal-
ance” that caused him to lose weight.

Apple declined to comment on
why it was making changes to its
iTunes Store now beyond that it
thinks “it’s great for customers.”

Analysts overall were disap-
pointed that there wasn’t bigger
news. Though iTunes has been an inte-

gral part of Apple’s business, it isn’t a
big revenue driver for the company
and makse up less than 10% of Apple’s
$32 billion in annual sales, as esti-
mated by Sanford C. Bernstein & Co.

“In the grand scheme of Apple
and Apple’s revenue and its impact
to shareholders, it’s relatively mod-
est,” said Toni Sacconaghi, an ana-
lyst for Sanford.

The moves by Apple could
prompt others in online music to
also explore new ways to sell music.
Apple last year surpassed Wal-Mart

Stores Inc. as the world’s largest mu-
sic retailer. Digital-music retailers
in the U.S. sold more than one bil-
lion songs in 2008; Apple’s share of
those sales couldn’t be determined,
but the company is widely acknowl-
edged as the market leader and a pio-
neer in the field. Overall, Apple has
sold six billion songs since the
iTunes Store launched in 2003.

Some of Apple’s moves appear to
be a response in part to shifts in the
digital-music market. Growth in
paid downloads slowed signifi-

cantly in 2008, rising 27%, com-
pared with a 45% increase a year ear-
lier, according to Nielsen Co.’s
SoundScan service.

New online-music rivals have
also emerged, including Amazon.
com Inc., which sells many songs at
a cheaper price than iTunes and with-
out copy protection, giving users
more freedom to do what they like
with the songs they have purchased.

Under Apple’s new pricing plan,
which will take effect in April, Mr.
Schiller said songs will cost 69

cents, 99 cents or $1.29. He said the
“vast majority” of the songs will
cost 69 cents, though people famil-
iar with the matter said the most
sought-after songs—which gener-
ate most of the sales on the service—
will likely cost $1.29 as both Apple
and the major record labels try to
boost revenue growth.

Apple also said it is dropping dig-
ital rights management, or copy pro-
tection, from eight million songs in
its catalog effective immediately.
The two million other songs in the
iTunes catalog will be DRM-free by
the end of March. Digital cognos-
centi long have railed against DRM,
saying it hobbles buyers’ ability to
use music the way they want.

Apple already sells songs from
some record labels, including EMI
Group Ltd. and many independent
labels, without DRM. Now it is mov-
ing to selling everything, including
the catalogs of the other three ma-
jor labels—Sony Corp.’s Sony Music
Entertainment, Vivendi SA’s Univer-
sal Music Group and Warner Music
Group Corp.—the same way.

Users can pay 30 cents a song to
upgrade previously-purchased
songs in their iTunes library to a
DRM-free version.

Starting Tuesday, Apple said cus-
tomers will also be able to download
songs from the iTunes Store to their
iPhone 3G via their cellular net-
works instead of having to connect
to a Wi-Fi wireless Internet network.
The company said the price, selec-
tion and quality of the songs would
be the same as they are online.

Apple also unveiled a 17-inch ver-
sion of the MacBook Pro laptop com-
puter it introduced last October.
The company also unveiled a new
version of its iLife media software,
which now includes Google Inc.’s
Google Maps to help organize pho-
tos by location.

The global crisis rattled the art market in
late 2008, but several works nevertheless
sold for runaway prices. Page 30

By Emily Steel

Madison Avenue took a back seat
as technology companies created the
tools to buy advertising space online.
Now, major ad holding companies
are developing their own systems.

The latest tool, from Interpublic
Group’s media-buying unit, Medi-

abrands, creates
custom digital ad
marketplaces for

clients, which include Johnson &
Johnson, Hyundai Motor America
and Microsoft. It groups the ad
space across thousands of Web sites
from ad networks and ad exchanges
and then adds a layer of data ranging
from the sites a consumer has vis-
ited to information in the marketer’s
own customer database. Marketers
can then place ads that appear only
to the consumers they are trying to
reach.

For instance, a tech marketer
could choose to show ads only to con-

sumers who have already down-
loaded a white paper from its Web site
and visited a competitor’s site, says
Quentin George, the newly appointed
chief digital officer at Mediabrands.

Mediabrands has deployed the
system to buy ads for one of its cli-
ents and plans to soon roll it out to
others. Other big holding compa-
nies, like Publicis Groupe, WPP and
Havas, are developing similar tools.

While creative star power, catchy
jingles and attention-grabbing TV
commercials have long been the ad in-
dustry’s bread and butter, many
shops are now eager to harness—and
own—consumer data to build deeper
and more lucrative relationships
with marketers. The development is
part of a broader industry push to cre-
ate technologies to streamline the
placement of ads and to keep up with
Internet companies like Google, Ya-
hoo, Microsoft and AOL.

Major marketers, for their part,

have long relied on ad agencies to
buy space in newspapers and on tele-
vision and radio, a business model
the Internet is challenging. Since
the Internet offers an unlimited sup-
ply of ad inventory and the ability to
buy ads according to individual us-
ers, it wasn’t feasible to buy ads
from millions of individual Web
sites until an array of smaller tech
companies—many of them since
evolved into or bought up by the In-
ternet giants—had created systems
to aggregate online ad space and tar-
get ads.

Google changed the rules by link-
ing ads to Internet searches, in
many cases eliminating the interme-
diary role of the agencies. Today,
hundreds of thousands of advertis-
ers buy online ads directly from the
Web sites of Google and its competi-
tors, though most of these advertis-
ers are still small businesses.

“The ad-network business, we al-
most shouldn’t have allowed it to ex-

ist,” says Rob Norman, chief execu-
tive of WPP’s digital-media unit,
Group M Interaction Worldwide.
WPP acquired the online-ad firm
24/7 Real Media in 2007 and is now
using its technologies to build its
own online ad-buying system and
data warehouse. Tech firms “got
there first and dealt with the sci-
ence before we did,” he says.

The ad holding companies have
struck a flurry of individual partner-
ships with the Internet companies,
but they have come to realize that
they need to create their own sys-
tems to remain a relevant partner to
marketers.

“If technology is going to auto-
mate the rest of media, then agen-
cies will be cut out unless they con-
trol platforms as well,” says Dave
Morgan, founder of the behavioral
targeting ad network Tacoda, now
owned by AOL, and Real Media, one
of the first online ad networks,
which later merged with 24/7.

Apple marketing chief Philip Schiller introducing the new MacBook Pro laptop at Macworld in San Francisco Tuesday.
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By Suzanne Vranica

The New Year has begun with
more layoffs on Madison Avenue.
WPP Group’s Ogilvy & Mather let go
150 U.S. employees Tuesday,
roughly 10% of its work force, people
familiar with the matter said.

For much of last year, ad agencies
began paring payrolls to offset reces-
sion-induced softness. Marketers in
key sectors such as automotive and
financial have slashed their market-
ing and ad budgets. Omnicom Group
slashed thousands of jobs last year.
Ogilvy also let go of staff last year.

Further declines in ad spending
are expected this year. Ad prognosti-
cators suggest ad spending will slide
6.2% this year. More cuts are ex-
pected at WPP and Interpublic
Group ad and marketing firms in the
coming weeks, people familiar with
the matter said.

Ogilvy lays off
workers in U.S.
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Cautiously, steelmakers
raise prices, reopen mills

By Lilly Vitorovich

LONDON—Initial trading up-
dates suggest many U.K. retailers
did better than expected over the
holidays despite the bleak economic
backdrop, but all now face the task
of persuading shoppers to keep
spending, while keeping costs un-
der control as sterling flounders.

Two of the country’s biggest
clothing chains, Next PLC and De-
benhams PLC Tuesday reported en-
couraging Christmas sales and man-
aged to protect margins and profit.
New Look & Fashion Ltd., the Co-
operative Group Ltd. and food re-
tailer Ocado Ltd. also posted solid
sales.

Discount retailers, online play-
ers and businesses that cater to
young, financially unencumbered
consumers seem to have outper-
formed the broader retail sector
over the holidays.

While mortgage and fuel bill
costs are coming down, providing
some relief to shoppers, the big-
gest fear for consumers is unem-
ployment, said Debenhams Chief
Executive Rob Templeman.

Mr. Templeman said the sharp

fall in the sterling will hurt Deben-
hams, but added that, thanks to
hedging against currency fluctua-
tions, the retailer was less vulnera-
ble than many of its rivals. He said
the currency’s weakness might
lead to some price inflation and
could help offset losses triggered
by the steep discounting on high
street.

Next, which has a long-standing
policy of not holding sales until af-
ter Christmas, said the decline of

the sterling will be a “major issue”
for the retail sector over the com-
ing year. While it will have limited
impact on the company’s first-half
performance, the retailer forecast
“significant” pressure on its prices
and margins later this year.

The extent of these pressures
will become more apparent as its
executives negotiate and resource
autumn and winter stocks, said
Next.

Debenhams and rival Marks &
Spencer Group PLC, Britain’s big-
gest clothing retailer by market
value, kicked off pre-Christmas
sales in November offering dis-
counts of between 20% and 25%.

The spotlight now turns to
Marks & Spencer, which is widely
expected to issue a profit warning
and cut its dividend when it re-
leases its Christmas trading update
Wednesday. The retailer’s general
merchandise division has fallen out
of favor with consumers, while its
food business is deemed too pricey
in the current environment.

U.K. retailers face hurdle
Businesses attempt
to keep costs in check
amid weaker sterling

By Robert Guy Matthews

In an early sign that some steel
prices may have bottomed out,
steelmakers in the U.S., China and
some other countries are attempt-
ing limited price increases and re-
opening a handful of mills that were
closed because of weak demand a
few months ago.

It isn’t clear whether the price in-
creases will stick, however. Steel
sellers often announce price in-
creases or special surcharges, only
to relent in the face of customer op-
position or if rivals don’t follow
suit. Nor is it clear whether the
price increases reflect more de-
mand or lower inventories.

Troubled auto makers, contrac-
tors, appliance and equipment mak-
ers have cut back on their steel pur-
chases. The majority of mills closed
over the last few months remain
shuttered and many around the
world are operating below 50% of
their capacity.

But steelmakers signaled cau-
tious optimism that there is enough
demand to support price increases
in some parts of the world. Pitts-
burgh-based Allegheny Technolo-
gies Inc. said it would increase its
surcharges on electrical steel by
55% beginning in February to $321 a
short ton. (A short ton is about 0.9
metric ton.) Surcharges are tacked
on to base prices, typically to ac-
count for raw-material costs, and
can change monthly.

AK Steel Holding Corp., based in
West Chester, Ohio, said it is raising
the surcharge on February ship-
ments of electrical steel to $165 a
short ton from $10 a short ton. The
percentage can’t be calculated be-
cause the company doesn’t reveal
its base prices.

ArcelorMittal, the world’s larg-
est steelmaker by output, said it will
reopen its wire rod mill in George-
town, S.C., next Tuesday. The Luxem-

bourg-based company on December
5 shut down much of the mill, laying
off 300 workers, citing slack de-
mand and low prices.

In China, several steel mills have
announced price increases ranging
from 5% to 25% for a variety of prod-
ucts. Baosteel Group Co. and Ans-
han Iron & Steel Group Corp. said
that they will raise their prices for
hot-rolled coil steel, a basic prod-
uct that is processed into many
steel applications. Baosteel also
said it will increase production at
some of its mills.

In Turkey, the price of domesti-
cally produced hot-rolled coil will
rise about 4.5% this month to $460 a
metric ton as demand for construc-
tion has begun to return. Japanese
steel-industry executives said Tues-
day they expect the steel market to
start recovering around midyear as
inventories decline and steelmakers
reduce output.

Steel is a bellwether industry for
the world economy because the
metal is used in everything from ap-
pliances to commercial construc-
tion to bridges. The proposed price
increases and isolated plant open-
ings indicate that parts of the global
industrial base might be less ane-
mic than they were.

Steel analysts, noting that the
market remains generally weak,
said the proposed price increases
may reflect decreased inventories
rather than stronger demand.
“Steel demand will likely remain
weak in 2009,” according to
Moody’s Investors Service. “We ex-
pect that the rate of downward
movement will slow and that a
level of stabilization should occur
in the second half.”

Certain European countries are
further from potential recovery, an-
alysts said. German, Ukraine and
Polish mills are still scaling back
production and laying off workers
in an effort to bring production in
line with demand.

U.K. clothing retailer Marks & Spencer is expected to issue a profit warning and
cut its dividend when it releases its Christmas trading update Wednesday.
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NEW YORK—Dow Jones & Co.
bought a database of European pri-
vate firms, expanding its research
offerings on companies that are
backed by venture-capital and pri-
vate-equity investors.

Dow Jones, which is owned by
News Corp., publishes The Wall
Street Journal.

Dow Jones bought Library

House out of administration. Li-
brary House’s data assets will be-
come part of Dow Jones Venture-
Source, which offers research on
venture-capital investments. The ac-
quisition price wasn’t disclosed.

The Library House deal contin-
ues Dow Jones’s investments in busi-
nesses that offer commercial infor-
mation and data services.

Dow Jones adds to data offerings

Bringing Universities and Businesses Together

The Wall Street Journal
Europe is proud

to support

“Behavioural Finance -
How to Account for

Irrationality?”

“Speeches - Workshops -
Discussions - Networking”

15 and 16 January, 2009
WHU Otto Beisheim

School of Management

www.campus-for-finance.com

For rules and responses contact: gert.vanmol@dowjones.com

WSJE, Sciences Po and
APCO Worldwide present:

Debate

Between
Georges Ugeux,

Former VP NY Stock Exchange

and
Philippe de Fontaine

Vive Curtaz,
VP European Investment Bank

16 January, 16.30 - 18.30
Marriott, Paris, Rive Gauche

3 seats available for
WSJE readers

The Wall Street Journal Europe is
read every day by 27,000 students at 180 top

business schools and university campuses across
Europe, a program supported by

THE/FUTURE LEADERSHIP/INSTITUTE

Port of Antwerp
Is now a major partner of

The Wall Street Journal Europe
Future Leadership Institute

Broaden your Horizon

Looking for space to grow? The Port of Antwerp’s Saeftinghe Development area and a
possible tidal dock will offer rarely seen opportunities for growth with a surface area of
some 2500 acres. Drawing on the superior location, facilities, expertise and productivity
of the Port of Antwerp, the Saeftinghe Development area will further strengthen Antwerp’s
position as one of the largest, most efficient ports in Europe. Expressions of interest are
now being accepted for a wide range of maritime, logistics and industrial projects.
Submissions for the initial market consultation are due on 31 January 2009.

www.portofantwerp.com/sda
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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.

3.43% 10 World -a % % 177.32 0.36% –38.6% 5.45% 10 U.S. Select Dividend -b % % 593.70 0.93% –25.3%

% Global Dow 1111.80 1.66% –35.2% 1582.85 –0.05% –41.0% 4.54% 13 Infrastructure 1282.00 1.62% –28.8% 1638.43 –0.08% –35.1%

4.79% 9 Stoxx 600 212.90 2.00% –39.8% 212.76 0.12% –45.2% 2.36% 6 Luxury 637.10 0.96% –37.0% 724.07 –0.73% –42.6%

4.82% 9 Stoxx Large 200 232.10 1.91% –39.6% 230.68 0.03% –45.1% 12.17% 2 BRIC 50 270.90 2.06% –50.5% 346.18 0.35% –54.9%

4.66% 10 Stoxx Mid 200 182.10 2.40% –39.9% 181.04 0.51% –45.4% 3.61% 3 Africa 50 611.40 2.42% –45.8% 520.23 0.70% –50.6%

4.52% 10 Stoxx Small 200 110.40 2.73% –42.1% 109.70 0.84% –47.4% 6.98% 4 GCC % % 1290.40 0.53% –55.0%

4.91% 8 Euro Stoxx 235.50 1.11% –41.5% 235.35 –0.75% –46.8% 4.15% 9 Sustainability 705.20 2.57% –34.8% 799.35 1.00% –40.6%

4.91% 8 Euro Stoxx Large 200 254.50 1.07% –41.8% 252.80 –0.79% –47.0% 2.75% 10 Islamic Market -a % % 1533.04 0.46% –34.0%

4.87% 9 Euro Stoxx Mid 200 207.10 1.16% –40.4% 205.61 –0.70% –45.8% 3.02% 10 Islamic Market 100 1568.10 2.38% –22.5% 1801.62 0.81% –29.3%

5.03% 11 Euro Stoxx Small 200 124.30 1.54% –40.5% 123.29 –0.33% –45.9% 3.02% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1225.40 1.67% –58.1% 1403.41 –0.21% –61.9% 2.65% 13 Wilshire 5000 % % 9462.04 1.27% –32.2%

7.23% 7 Euro Stoxx Select Div 30 1435.60 0.68% –54.6% 1650.54 –1.18% –58.7% % DJ-AIG Commodity 126.30 3.72% –29.3% 122.74 1.81% –35.7%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 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 1.3993 2.0562 1.2430 0.1770 0.0480 0.1989 0.0148 0.3597 1.8738 0.2514 1.1850 ...

 Canada 1.1808 1.7351 1.0489 0.1494 0.0405 0.1678 0.0125 0.3035 1.5812 0.2122 ... 0.8439

 Denmark 5.5653 8.1779 4.9436 0.7040 0.1909 0.7909 0.0589 1.4307 7.4525 ... 4.7132 3.9772

 Euro 0.7468 1.0973 0.6634 0.0945 0.0256 0.1061 0.0079 0.1920 ... 0.1342 0.6324 0.5337

 Israel 3.8900 5.7162 3.4555 0.4921 0.1334 0.5528 0.0412 ... 5.2091 0.6990 3.2944 2.7800

 Japan 94.4350 138.7675 83.8863 11.9455 3.2387 13.4208 ... 24.2763 126.4579 16.9685 79.9754 67.4880

 Norway 7.0365 10.3397 6.2505 0.8901 0.2413 ... 0.0745 1.8089 9.4225 1.2643 5.9591 5.0286

 Russia 29.1580 42.8462 25.9010 3.6883 ... 4.1439 0.3088 7.4956 39.0455 5.2393 24.6934 20.8378

 Sweden 7.9055 11.6167 7.0224 ... 0.2711 1.1235 0.0837 2.0323 10.5863 1.4205 6.6950 5.6497

 Switzerland 1.1258 1.6542 ... 0.1424 0.0386 0.1600 0.0119 0.2894 1.5075 0.2023 0.9534 0.8045

 U.K. 0.6805 ... 0.6045 0.0861 0.0233 0.0967 0.0072 0.1749 0.9113 0.1223 0.5763 0.4863

 U.S. ... 1.4694 0.8883 0.1265 0.0343 0.1421 0.0106 0.2571 1.3391 0.1797 0.8469 0.7147

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 427.50 16.25 3.95% 816.00 305.50
Soybeans (cents/bu.) CBOT 1016.00 29.00 2.94 1,653.50 779.25
Wheat (cents/bu.) CBOT 643.50 26.75 4.34 1,275.00 471.00
Live cattle (cents/lb.) CME 88.550 1.000 1.14 117.650 80.600
Cocoa ($/ton) ICE-US 2,568 13 0.51 3,228 1,884
Coffee (cents/lb.) ICE-US 116.10 8.40 7.80 181.60 102.15
Sugar (cents/lb.) ICE-US 12.27 0.45 3.81 15.85 9.89
Cotton (cents/lb.) ICE-US 50.28 1.97 4.08 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,980.00 143 7.78 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,787 –15 –0.83% 1,840 992
Robusta coffee ($/ton) LIFFE 1,950 129 7.08 2,747 1,580

Copper (cents/lb.) COMEX 158.30 12.40 8.50 398.40 125.50
Gold ($/troy oz.) COMEX 866.00 8.20 0.96 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1144.50 17.50 1.55 2,122.50 851.00
Aluminum ($/ton) LME 1,598.00 53.00 3.43 3,340.00 1,463.50
Tin ($/ton) LME 11,950.00 850.00 7.66 25,450 9,750
Copper ($/ton) LME 3,369.00 219.00 6.95 8,811.00 2,815.00
Lead ($/ton) LME 1,150.50 85.50 8.03 3,460.00 870.00
Zinc ($/ton) LME 1,308.00 38.50 3.03 2,840.00 1,065.00
Nickel ($/ton) LME 13,450 895 7.13 33,600 9,000

Crude oil ($/bbl.) NYMEX 48.58 –0.23 –0.47 148.17 35.13
Heating oil ($/gal.) NYMEX 1.6263 0.0500 3.17 4.3140 1.2136
RBOB gasoline ($/gal.) NYMEX 1.1892 0.0068 0.58 3.6000 0.8260
Natural gas ($/mmBtu) NYMEX 5.998 –0.089 –1.46 14.169 4.820
Brent crude ($/bbl.) ICE-EU 53.27 0.87 1.66 150.53 38.80
Gas oil ($/ton) ICE-EU 517.75 33.75 6.97 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 6
Per In

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

Argentina peso-a 4.6216 0.2164 3.4513 0.2897

Brazil real 2.9583 0.3380 2.2092 0.4527

Canada dollar 1.5812 0.6324 1.1808 0.8469
1-mo. forward 1.5819 0.6321 1.1814 0.8465

3-mos. forward 1.5814 0.6323 1.1810 0.8468
6-mos. forward 1.5801 0.6329 1.1800 0.8475

Chile peso 845.17 0.001183 631.15 0.001584
Colombia peso 2946.39 0.0003394 2200.28 0.0004545

Ecuador US dollar-f 1.3391 0.7468 1 1
Mexico peso-a 17.8870 0.0559 13.3575 0.0749

Peru sol 4.1921 0.2385 3.1305 0.3194
Uruguay peso-e 32.674 0.0306 24.400 0.0410

U.S. dollar 1.3391 0.7468 1 1
Venezuela bolivar 2.88 0.347772 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8738 0.5337 1.3993 0.7147
China yuan 9.1547 0.1092 6.8365 0.1463

Hong Kong dollar 10.3824 0.0963 7.7533 0.1290
India rupee 65.1472 0.0153 48.6500 0.0206

Indonesia rupiah 14663 0.0000682 10950 0.0000913
Japan yen 126.46 0.007908 94.44 0.010589

1-mo. forward 126.42 0.007910 94.41 0.010593
3-mos. forward 126.27 0.007920 94.29 0.010605

6-mos. forward 126.04 0.007934 94.12 0.010625
Malaysia ringgit-c 4.6996 0.2128 3.5095 0.2849

New Zealand dollar 2.2649 0.4415 1.6913 0.5913
Pakistan rupee 105.521 0.0095 78.800 0.0127

Philippines peso 62.871 0.0159 46.950 0.0213
Singapore dollar 1.9766 0.5059 1.4761 0.6775

South Korea won 1756.90 0.0005692 1312.00 0.0007622
Taiwan dollar 44.240 0.02260 33.037 0.03027
Thailand baht 46.962 0.02129 35.070 0.02851

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

Euro zone euro 1 1 0.7468 1.3391

1-mo. forward 1.0013 0.9987 0.7477 1.3374

3-mos. forward 1.0027 0.9973 0.7488 1.3354

6-mos. forward 1.0046 0.9954 0.7502 1.3330

Czech Rep. koruna-b 26.103 0.0383 19.493 0.0513

Denmark krone 7.4525 0.1342 5.5653 0.1797

Hungary forint 265.10 0.003772 197.97 0.005051

Norway krone 9.4225 0.1061 7.0365 0.1421

Poland zloty 3.9775 0.2514 2.9703 0.3367

Russia ruble-d 39.045 0.02561 29.158 0.03430

Sweden krona 10.5863 0.0945 7.9055 0.1265

Switzerland franc 1.5075 0.6634 1.1258 0.8883

1-mo. forward 1.5069 0.6636 1.1253 0.8886

3-mos. forward 1.5053 0.6643 1.1241 0.8896

6-mos. forward 1.5019 0.6658 1.1216 0.8916

Turkey lira 2.0333 0.4918 1.5184 0.6586

U.K. pound 0.9113 1.0973 0.6805 1.4695

1-mo. forward 0.9121 1.0964 0.6811 1.4682

3-mos. forward 0.9127 1.0957 0.6816 1.4672

6-mos. forward 0.9130 1.0953 0.6818 1.4667

MIDDLE EAST/AFRICA
Bahrain dinar 0.5048 1.9810 0.3770 2.6527

Egypt pound-a 7.3624 0.1358 5.4980 0.1819

Israel shekel 5.2091 0.1920 3.8900 0.2571

Jordan dinar 0.9477 1.0551 0.7078 1.4129

Kuwait dinar 0.3790 2.6388 0.2830 3.5336

Lebanon pound 2018.69 0.0004954 1507.50 0.0006634

Saudi Arabia riyal 5.0256 0.1990 3.7530 0.2665

South Africa rand 12.5166 0.0799 9.3470 0.1070

United Arab dirham 4.9186 0.2033 3.6731 0.2723

SDR -f 0.8892 1.1246 0.6640 1.5060
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 600 212.87 4.18 2.00% 8.1% –39.8%

 9 DJ Stoxx 50 2216.62 33.27 1.52 7.3% –38.7%

 8 Euro Zone DJ Euro Stoxx 235.48 2.58 1.11 5.7% –41.5%

 8 DJ Euro Stoxx 50 2578.43 25.02 0.98 5.2% –40.0%

 5 Austria ATX 1829.44 Closed 4.5% –58.2%

 7 Belgium Bel-20 1997.28 –7.04 –0.35% 4.6% –51.3%

 7 Czech Republic PX 904.7 20.8 2.35 5.4% –47.9%

 10 Denmark OMX Copenhagen 254.49 3.39 1.35 12.5% –40.9%

 9 Finland OMX Helsinki 5845.05 Closed 8.2% –46.6%

 8 France CAC-40 3396.22 36.30 1.08 5.5% –38.2%

 10 Germany DAX 5026.31 42.32 0.85 4.5% –36.0%

 … Hungary BUX 13413.31 594.58 4.64 9.6% –48.6%

 2 Ireland ISEQ 2621.15 119.27 4.77 11.9% –62.0%

 6 Italy S&P/MIB 20729 467 2.30 6.5% –44.8%

 5 Netherlands AEX 269.27 7.49 2.86 9.5% –45.8%

 6 Norway All-Shares 301.41 9.28 3.18 11.6% –45.7%

 17 Poland WIG 28933.57 601.69 2.12 6.3% –46.3%

 10 Portugal PSI 20 6696.88 131.75 2.01 5.6% –47.0%

 … Russia RTSI 631.89 Closed …% –72.4%

 8 Spain IBEX 35 9724.0 79.9 0.83% 5.7% –33.7%

 15 Sweden OMX Stockholm 214.63 Closed 5.1% –35.6%

 12 Switzerland SMI 5799.31 43.22 0.75 4.8% –30.3%

 … Turkey ISE National 100 28709.41 720.76 2.58 6.9% –46.1%

 9 U.K. FTSE 100 4638.92 59.28 1.29 4.6% –27.0%

 10 ASIA-PACIFIC DJ Asia-Pacific 93.89 –0.47 –0.50% 0.3% –38.6%

 … Australia SPX/ASX 200 3742.7 55.7 1.51 0.5% –38.9%

 … China CBN 600 15802.92 476.63 3.11 7.0% –63.2%

 10 Hong Kong Hang Seng 15509.51 –53.80 –0.35 7.8% –42.8%

 11 India Sensex 10335.93 60.33 0.59 7.1% –50.5%

 … Japan Nikkei Stock Average 9080.84 37.72 0.42 2.5% –37.5%

 … Singapore Straits Times 1913.66 –11.21 –0.58 8.6% –42.4%

 11 South Korea Kospi 1194.28 20.71 1.76 6.2% –34.6%

 10 AMERICAS DJ Americas 235.39 1.85 0.79 4.1% –35.3%

 … Brazil Bovespa 42330.12 811.46 1.95 12.7% –31.9%

 13 Mexico IPC 23067.04 –171.82 –0.74 3.1% –19.4%

*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 5, 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* 234.50 0.23%–41.8% –41.8%

3.90% 11 World (Developed Markets) 945.27 –0.07%–40.5% –40.5%

3.50% 11 World ex-EMU 110.57 0.13%–38.9% –38.9%

3.70% 11 World ex-UK 947.06 –0.18%–39.6% –39.6%

5.00% 9 EAFE 1,265.61 0.00%–43.8% –43.8%

4.10% 8 Emerging Markets (EM) 598.94 3.10%–51.9% –51.9%

5.60% 8 EUROPE 73.07 2.04%–42.7% –42.7%

6.20% 7 EMU 145.77 –1.18%–47.9% –47.9%

5.60% 9 Europe ex-UK 81.12 1.56%–41.8% –41.8%

7.80% 6 Europe Value 81.74 1.68%–46.1% –46.1%

3.60% 11 Europe Growth 63.50 2.39%–39.2% –39.2%

5.40% 7 Europe Small Cap 107.48 2.74%–50.1% –50.1%

4.50% 4 EM Europe 167.76 4.41%–65.1% –65.1%

5.70% 6 UK 1,359.61 0.48%–29.2% –29.2%

5.60% 8 Nordic Countries 106.45 3.17%–48.4% –48.4%

3.50% 3 Russia 421.61 0.95%–71.9% –71.9%

4.50% 10 South Africa 599.19 3.02%–16.0% –16.0%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 258.28 2.66%–51.2% –51.2%

2.80% 12 Japan 541.74 2.22%–42.4% –42.4%

3.10% 10 China 44.63 4.54%–47.7% –47.7%

1.80% 10 India 395.65 3.45%–53.7% –53.7%

2.70% 9 Korea 324.31 2.01%–37.3% –37.3%

8.50% 8 Taiwan 178.33 2.86%–46.6% –46.6%

2.80% 15 US BROAD MARKET 1,008.80 –0.32%–36.8% –36.8%

2.20% 53 US Small Cap 1,268.59 –0.14%–36.1% –36.1%

4.00% 9 EM LATIN AMERICA 2,277.06 2.99%–48.3% –48.3%

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

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

A step forward
British property-investment
duo makes first move with
vulture fund > Page 29

For GM, China auto market cools
Commercial vehicles
buoy its total sales;
Japanese fare better

Toyota to extend temporary factory shutdowns

By Patricia Jiayi Ho

And Norihiko Shirouzu

BEIJING—General Motors
Corp.’s flagship passenger-vehicle
venture in China posted its first de-
cline in sales in 2008, marking a lack-
luster year for the U.S. auto maker’s
local operations as overall sales
growth slowed sharply.

But the auto-industry picture in
China wasn’t uniformly bleak, as De-
cember sales for some of GM’s com-
petitors, particularly Japanese car
makers, indicated an improvement
after a prolonged slump.

Sales at GM’s passenger-vehicle
joint venture, Shanghai General Mo-
tors Corp., fell 7% to 445,709 units
from 479,427 units in 2007. Shang-
hai General Motors is GM’s 50-50
joint venture with SAIC Motor Corp.

“A series of natural disasters and
an increase in fuel prices earlier in
the year exacerbated the impact of
the global economic downturn in
China,” Kevin Wale, president and
managing director of GM in China,
said in a statement.

GM’s total vehicle sales in China,
including commercial vehicles and
imports, rose 6.1% to 1,094,561
units, a record. However, growth de-
celerated sharply from 19% in 2007
and 32% in 2006 because of a weak-
ening local auto industry and GM’s
aging models, analysts said.

The U.S. auto maker’s overall
sales increase was driven by its com-
mercial-vehicle joint venture. Sales
at that venture—SAIC-GM-Wuling

Automobile Co.— rose 18% last year
to 647,296 units from 548,945 units
the year before. But GM owns only
34% of the venture and the margins
on its minitruck and minibus prod-
ucts are relatively low. SAIC Motor
Corp. owns 50% of the venture, and
Wuling Automobile Co. owns 16%.

China’s auto market weakened in
2008 following years of robust dou-
ble-digit growth. Vehicle-sales
growth slipped to 8.52% in the Janu-
ary-November period, when 8.63
million vehicles were sold in China,
according to the China Association
of Automobile Manufacturers. Vehi-
cle sales declined in August, the
first fall in more than three years.

December and full-year sales fig-
ures for the industry weren’t yet
available, but there were some indi-
cations of a rebound during the
month. Japan’s Mazda Motor Corp.
capped 2008 with record sales in
China for one of the company’s top
selling models. According to a se-
nior company executive, Mazda
sold about 7,000 Mazda6 midsize
cars in China last month, an all-time

high since the company began sell-
ing the model in 2003. For all of
2008, the company sold a total of
about 67,000 Mazda6 cars, account-
ing for nearly half of the company’s
overall sales in China.

“Mazda did well in December,
and sales so far this month are fairly
brisk,” said the executive.

People familiar with the matter
at Honda Motor Co. and Toyota Mo-
tor Corp. said they also had fairly
good sales in December, without
elaborating.

Mazda’s spokesman in Beijing,
Akira Shigemasa, said the company
isn’t ready to disclose its sales fig-
ures for December or for the year but
confirmed that December was a rela-
tively good sales month, especially
given the slowdown since August.

Banking on the Mazda6’s popu-
larity, the executive said Mazda has
decided to continue to sell the cur-
rent generation of the Mazda6 even
after it launches the redesigned ver-
sion later this year. The decision de-
fies the industry’s normal practice,
but in China, more companies, in-

cluding Toyota, have taken a similar
approach.

Mazda’s sales target for this year
wasn’t available. The spokesman
said Mazda plans to monitor China’s
auto sales this month and announce
its sales projection later in the first
quarter.

“It’s still too difficult to read
where the market is going,” he said.

CSM Worldwide analyst Yale
Zhang said key GM models, such as
the Buick LaCrosse and Excelle se-
dans, have reached the end of their
product cycles. “You will see a recov-
ery in 2009” with the introduction
of new models, he said.

Mr. Wale said in the statement
that GM will introduce several new
models in China. “Over the next two
to three years, we will roll out five or
more new products under both of our
volume brands, Buick and Chevro-
let,” he said. GM’s four other brands
in China—Cadillac, Opel, Saab and
Wuling—will also introduce new and
upgraded models, he said.

IHS Global Insight analyst John
Zeng said the company was also
hurt after GM executives lobbied
the U.S. government for emergency
loans to fend off bankruptcy late
last year. “GM and Ford have this
challenge, to defend themselves in
China and improve consumer confi-
dence,” he said.

GM has said its China operations
are separate and unaffected by li-
quidity problems in the U.S. It
opened a new passenger-vehicle
plant with SAIC in mid-December
with an annual production capacity
of 150,000 units. “While we expect
vehicle sales in China to remain
steady in 2009, we anticipate China
remaining the world’s fastest-grow-
ing major market over the next de-
cade,” Mr. Wale said.

CORPORATE NEWS

* For all vehicles              Source: the company

GM auto sales in China
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By Bobby White

Cisco Systems Inc., stepping up
its effort to court media and enter-
tainment companies, is using the
Consumer Electronics Show to de-
liver a high-profile service to man-
age social networks and to show
off its first home audio system.

Plans to develop Cisco’s EOS of-
fering, for entertainment operat-
ing system, were first discussed at
CES a year ago. At this year’s show,
Cisco is expected to announce the
availability of the underlying soft-
ware and service, which are de-
signed to help media companies to
build online communities.

The company, known mainly
for networking hardware, plans to
manage EOS on its own server sys-
tems, charging companies a
monthly fee and allowing them to

avoid installing and managing the
software. Executives at Cisco,
which is based in San Jose, Calif.,
said the service will be particu-
larly suited to manage social net-
works for consumers who favor
certain musicians and watch cer-
tain television shows. It can moni-
tor consumers as they interact in
the online communities and with
media, with the goal of eventually
offering recommendations for
other content and services, the
company said.

Dan Scheinman, who heads
Cisco’s Media Solutions Group,
said media companies are having a
tough time developing business
models that take advantage of the
growing number of fans on the In-
ternet. “If you’re a music label or
movie studio, how do you manage
online content for 300 artists or

50 new movie releases?” he said.
Besides disclosing new details

of EOS at this week’s CES in Las Ve-
gas, Cisco plans to disclose it has
signed up Warner Music Group
Corp. as its first user. Michael
Nash, Warner’s executive vice
president for digital strategy and
business development, said the in-
creasing impact of technology on
his company made it important to
find an expert partner like Cisco to
deal with the changes.

In addition to developing on-
line communities for musicians,
the two companies plan to work
on a variety of other services and
products, Mr. Nash said.

Meanwhile, Cisco’s Linksys
unit, known mainly for network-
ing gear used by homes and small
businesses, at CES will announce
plans to move into audio. The com-

pany is introducing a multicompo-
nent system that it designed to
send music over wireless network-
ing connections to speakers in mul-
tiple rooms, a category already
served by companies such as
Sonos Inc.

Users of Cisco’s Wireless Home
Audio system can send different
music selections to separate
rooms, including music drawn
from Apple Inc.’s iPod devices,
Cisco said. A bundle of products
designed to serve two rooms
starts at $999.

Cisco also plans to disclose a
Linksys product called the Media
Hub. The system will allow consum-
ers to access content remotely us-
ing a Web browser, Cisco said. The
product line starts at $299 for a
model with a disk drive with 500 gi-
gabytes of data-storage capacity.

A WSJ NEWS ROUNDUP

Car sales in Germany, Western Eu-
rope’s largest auto market, dropped
6.6% last month, closing out a dismal
2008 that saw Germans buy the few-
est cars since reunification, official
statistics showed Tuesday.

Last month’s poor result, the
weakest on record for any Decem-
ber even after a 20% drop in Decem-
ber 2007, would have been worse
had it not been for a beneficial calen-
dar effect.

“This relatively moderate de-
cline can also be explained by the
two additional working days in De-
cember 2008 versus the same
month a year earlier,” the automo-
tive industry association VDA said
in a statement.

Throughout 2008, only 3.09 mil-
lion new cars were registered in
Germany, a 1.9% decline from a
year earlier.

Industry associations like domes-
tic lobby VDA and its rival VDIK,
which represents import brands,
are expecting registrations of new
cars to drop 6% to 2.9 million vehi-
cles in 2009. This would represent a
third straight year of record-low
market volumes for the country
that was reunified in 1990.

The smallest-car segment,
which includes Daimler AG’s
Smart ForTwo, Renault SA’s
Twingo and Fiat SpA’s 500 model,
bucked the trend and saw new reg-
istrations grow 18% in 2008. This
helped reduce carbon-dioxide
emissions of the average new car
sold in Germany to 165 grams per
kilometer, a decline of 2.9% from a
year earlier, said Germany’s motor
vehicle department.

The biggest loser among car mak-
ers in Germany was Toyota Motor
Corp., which saw new registrations
halved in December and plunge 27%
for the full year.

German auto makers, including
Daimler, Porsche SE, Volkswagen
AG and BMW AG, exported 223,000
cars in December, down 22% from a
year earlier, VDA said. Production
also fell 22% to 275,000 vehicles.

Last month’s decline in produc-
tion contributed to a 3% drop for
the full year to 5.5 million cars—
the first fall since 2002. Exports
for the year were down 4% at 4.13
million cars.

Germany’s bleak sales results
didn’t come as a surprise for an in-
dustry reeling under the combined
impact of a global recession, finan-
cially overstretched consumers and
frozen credit markets.

Automobile sales in both the
U.S., the single largest vehicle mar-
ket in the world, and Japan dropped
to their lowest levels in many years,
down 18% and 6.5% respectively.

German car sales
decline by 6.6%;
Toyota leads drop

By Hiroyuki Kachi

TOKYO—Toyota Motor Corp.
announced further cuts in domes-
tic output, halting production for
11 days in February and March and
revealing growing pessimism
about flagging global auto de-
mand.

Toyota said Tuesday it intends
to suspend output at all of its 12
plants in Japan, including four
that produce assembled vehicles.

The company had already decided
to halt production for three days
at 11 of its domestic plants in Janu-
ary, exempting a parts plant.

The extended suspension
shows the impact that plummeting
auto demand and the soaring yen
are having on Japan’s car makers.
Toyota’s prominence in the global
auto market could signal that Japa-
nese rivals will follow suit.

Japan’s largest car maker by
volume said it will suspend produc-

tion for four weekdays and two
Saturdays in February. In March,
it will stop production for three
weekdays and two Saturdays.

“We’ve already informed our
parts suppliers about the produc-
tion halt,” a Toyota spokesman
said.

Toyota last month said that in
the fiscal year through March it
would post its first operating loss,
feeling the pinch from the yen’s
strength and a slump in vehicle

sales in key markets such as the
U.S., Europe and Japan. Toyota
forecast a consolidated operating
loss of 150 billion yen ($1.61 bil-
lion) compared with a profit of
2.27 trillion yen in the previous fis-
cal year.

For calendar 2008, Toyota esti-
mated its global sales would drop
4% from the previous year to 8.69
million vehicles. It projected
world-wide production would fall
3% to 9.23 million vehicles.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.10 $28.30 –0.13 –0.46%
Alcoa AA 24.10 12.12 0.26 2.19%
AmExpress AXP 13.20 21.07 1.12 5.61%
BankAm BAC 105.80 14.28 0.30 2.15%
Boeing BA 7.00 46.31 0.14 0.30%
Caterpillar CAT 10.50 45.80 –0.28 –0.61%
Chevron CVX 14.10 77.35 0.69 0.90%
Citigroup C 108.10 7.46 0.38 5.37%
CocaCola KO 10.00 44.71 –0.73 –1.61%
Disney DIS 11.40 24.31 0.81 3.45%
DuPont DD 10.70 27.65 1.32 5.01%
ExxonMobil XOM 38.90 80.30 –1.33 –1.63%
GenElec GE 66.70 16.86 0.23 1.38%
GenMotor GM 25.90 3.94 0.23 6.20%
HewlettPk HPQ 29.50 39.31 2.98 8.20%
HomeDpt HD 22.30 25.26 0.55 2.23%
Intel INTC 58.60 15.37 0.46 3.09%
IBM IBM 9.00 89.23 2.41 2.78%
JPMorgChas JPM 42.00 29.88 0.63 2.15%
JohnsJohns JNJ 19.00 59.69 –0.36 –0.60%
KftFoods KFT 9.80 27.78 0.16 0.58%
McDonalds MCD 9.80 62.14 –1.42 –2.23%
Merck MRK 13.40 29.97 –0.56 –1.83%
Microsoft MSFT 54.60 20.76 0.24 1.17%
Pfizer PFE 49.00 17.80 –0.36 –1.98%
ProctGamb PG 12.20 62.17 –0.18 –0.29%
3M MMM 4.70 59.19 0.69 1.18%
UnitedTech UTX 4.80 54.88 0.58 1.07%
Verizon VZ 25.20 31.96 –0.52 –1.60%
WalMart WMT 18.10 56.02 –0.50 –0.88%

Dow Jones Industrial Average P/E: 19
LAST: 9015.10 s 62.21, or 0.69%

YEAR TO DATE: s 238.71, or 2.7%

OVER 52 WEEKS t 3,573.97, or 28.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

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

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

Thomson "1,882" –201 –199 –275 Marks & Spencer  477 7 14 –43

Norske Skogindustrier  "1,195" –70 –74 –178 Next 349 7 7 –89

Seat Pagine Gialle  "1,502" –57 –51 –146 Hammerson  1014 9 7 99

Enel 539 –43 –44 51 Gov & Co Bk Irlnd 260 9 12 27

Contl AG "1,217" –39 –65 –227 Legal & Gen Gp 573 11 6 86

Endesa  526 –32 –30 183 Corus Group 1173 11 63 242

Porsche Automobil Hldg  681 –29 –26 –86 Klepierre 1014 12 9 93

Volkswagen  254 –29 –28 –90 Clariant 554 12 16 133

Bay Motoren Werke  344 –28 –25 –153 TUI AG 1046 17 –3 38

ISS Glob  896 –26 –19 24 Nielsen  957 19 3 –62

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

ArcelorMittal Luxembourg Iron & Steel $41.4 21.37 13.64% –56.0% ...

Rio Tinto U.K. General Mining 28.4 19.27 11.13 –62.5 –26.8%

ING Groep Netherlands Life Insurance 22.7 8.15 7.45 –68.1 –72.4

BNP Paribas France Banks 41.6 34.10 7.05 –52.5 –51.6

Anglo Amer U.K. General Mining 36.1 18.32 7.01 –37.9 –7.3

GDF Suez France Multiutilities $100.2 34.15 –4.98% –19.7 33.0

Allianz SE Germany Full Line Insurance 44.3 73.20 –4.85 –47.7 –44.8

HSBC Hldgs U.K. Banks 116.1 6.58 –3.13 –20.8 –31.4

Deutsche Bk Germany Banks 21.3 27.90 –3.13 –67.6 –67.1

Diageo U.K. Distillers & Vintners 38.9 9.60 –2.98 –10.7 13.9

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

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

BHP Billiton 47.5 14.50 5.69% –5.7% 50.1%
U.K. (General Mining)
Intesa Sanpaolo 43.0 2.71 5.34 –47.7 –38.8
Italy (Banks)
UniCredit 35.2 1.97 4.45 –63.8 –66.0
Italy (Banks)
Sanofi-Aventis 83.1 47.21 3.49 –27.9 –39.8
France (Pharmaceuticals)
Astrazeneca 59.6 27.92 3.45 25.0 –1.5
U.K. (Pharmaceuticals)
Bayer 45.3 44.29 3.38 –32.0 24.1
Germany (Specialty Chemicals)
Daimler 35.5 27.54 3.34 –52.4 –39.1
Germany (Automobiles)
Royal Dutch Shell 97.6 20.57 2.44 –28.3 –23.4
U.K. (Integrated Oil & Gas)
Siemens 68.7 56.19 2.33 –45.8 –23.3
Germany (Diversified Industrials)
ABB 35.0 16.95 2.23 –41.6 24.6
Switzerland (Industrial Machinery)
GlaxoSmithKline 106.6 12.70 2.17 –6.7 –13.8
U.K. (Pharmaceuticals)
Soc. Generale 29.0 37.32 2.08 –58.1 –62.1
France (Banks)
Vodafone Grp 126.4 1.48 1.90 –22.9 13.4
U.K. (Mobile Telecom)
Barclays 20.1 1.63 1.43 –64.6 –72.9
U.K. (Banks)
Banco Santander 77.5 7.24 1.26 –44.3 –30.9
Spain (Banks)
SAP 43.6 26.57 1.08 –19.6 –32.1
Germany (Software)
Roche Hldg Pt. Ct. 106.4 170.50 1.07 –16.2 –12.3
Switzerland (Pharmaceuticals)
AXA 47.9 17.15 0.88 –33.6 –36.3
France (Full Line Insurance)
Banco Bilbao Vizcaya 46.5 9.28 0.87 –41.5 –39.0
Spain (Banks)
ENI 95.4 17.79 0.85 –30.2 –25.8
Italy (Integrated Oil & Gas)

UBS 41.9 16.09 0.75% –63.2% –72.0%
Switzerland (Banks)
Assicurazioni Genli 37.1 19.65 0.56 –37.3 –24.2
Italy (Full Line Insurance)
Koninklijke Philips 20.4 15.10 0.50 –45.3 –44.1
Netherlands (Consumer Electronics)
Total 132.6 41.79 0.22 –29.1 –22.6
France (Integrated Oil & Gas)
Novartis 126.9 54.05 0.09 –15.0 –20.9
Switzerland (Pharmaceuticals)
Unilever 41.3 18.02 0.08 –28.3 –6.3
Netherlands (Food Products)
Nokia 60.2 11.83 Closed –51.0 –25.6
Finland (Telecom Equipment)
L.M. Ericsson Tel B 23.9 63.20 Closed –10.8 –55.5
Sweden (Telecom Equipment)
Nestle 144.3 42.40 ... –18.9 7.3
Switzerland (Food Products)
Telefonica 103.1 16.37 –0.30 –27.5 25.2
Spain (Fixed Line Telecom)
BASF 33.8 27.49 –0.36 –47.1 –11.8
Germany (Commodity Chemicals)
Credit Suisse Grp 33.5 31.82 –0.56 –49.7 –54.7
Switzerland (Banks)
Iberdrola 44.9 6.72 –0.59 –36.7 17.8
Spain (Conventional Electricity)
Deutsche Telekom 65.9 11.30 –0.83 –26.9 –20.5
Germany (Mobile Telecom)
BP 168.3 5.55 –0.98 –12.5 –13.8
U.K. (Integrated Oil & Gas)
Tesco 41.0 3.55 –1.47 –19.6 11.2
U.K. (Food Retailers & Wholesalers)
E.ON 80.3 30.00 –1.54 –39.7 5.5
Germany (Multiutilities)
British Amer Tob 53.8 18.10 –1.90 –8.0 41.6
U.K. (Tobacco)
France Telecom 71.0 20.30 –2.17 –21.2 –6.1
France (Fixed Line Telecom)
Royal Bk of Scot 29.6 0.51 –2.86 –85.4 –89.7
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage 0.15% -3.43% -37.7% -49.5% -49.5%
Merger Arbitrage -0.14% 1.32% -4.9% -7.5% -7.5%
Event Driven 0.31% -5.04% -20.8% -27.7% -27.7%
Distressed Securities -0.31% -6.68% -24.4% -37.1% -37.1%

*Estimates as of 12/30/08, 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 1.77 97.48% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 4.60 90.54 0.02 5.57 2.16 3.69

Europe Crossover: 10/1 10.40 84.70 0.06 11.20 5.74 8.56

Asia ex-Japan IG: 10/1 3.15 95.15 0.02 6.63 1.99 3.66

Japan: 10/1 2.76 94.43 0.02 3.75 1.58 2.61

 Note: Data as of January 5

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

In percentage points

4.00

3.00

2.00

1.00

0

t
Australia

t

Japan

2008
July Aug. Sept. Oct. Nov. Dec.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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BP PLC

New head of BP America
helped end TNK-BP fight

BP PLC said Tuesday Lamar
McKay, who acted as troubleshooter
in last year’s bitter dispute between
BP and its Russian partners in
TNK-BP Holdings, has been ap-
pointed chairman and president of
BP America. Mr. McKay has led BP’s
special projects team since early
2008. Last summer, Mr. McKay re-
placed James Dupree, the head of
Russia and Kazakhstan for BP, in
talks with the Russian partners. The
company said he played a major role
in establishing the new governance
model for TNK-BP that resolved the
dispute. Mr. McKay is a veteran of
U.S. oil company Amoco, which he
joined in 1980 as a petroleum engi-
neer. Mr. McKay succeeds Robert A.
Malone, who is retiring after 34
years with the company, BP said.

Dow Chemical sketches options
Legal action planned
over recent collapse
of Kuwait venture

By Ana Campoy

And Russell Gold

Dow Chemical Co. Tuesday
sketched a plan to rebound from
the recent collapse of a $17.4 billion
dollar joint venture with a Kuwaiti-
owned chemical company by seek-
ing legal remedy, finding other
partners and selling some assets.

It will likely take several
months, if not years, for the plan
to generate significant cash, pro-
viding Dow with little immediate
help to complete the $15.3 billion
acquisition of specialty-chemical
maker Rohm & Haas Co. That deal
must close by the end of this week
or the price could rise.

Dow Chief Executive Andrew
Liveris on Tuesday assured inves-
tors that the company will keep its
investment-grade credit rating
and continue to pay its dividend,
which it has done for 96 years. He
declined to elaborate on the status
of the Rohm & Haas acquisition or
confirm whether the company is

ready to complete the deal.
“One should assume that Rohm &

Haas is in our future,” he said in an in-
terview. “Now having said that,
we’ve just had a material event and
we’re in the middle of a regulatory sit-
uation, so…I don’t want to make any
announcement or add to
any speculation on Rohm
Haas.”

A Rohm & Haas spokes-
woman said Tuesday that
the company continues to
work toward closing the
deal in early 2009.

In the past, company
executives have said the
Rohm & Haas deal was not
contingent on the cash it
would have received from
closing the joint venture
with Petrochemical Industries
Co., pointing to a $13 billion short-
term loan Dow secured from a
group of banks that would help fi-
nance the acquisition.

But the purchase threatens to
leave Dow—which has a current
market value of about $14.6 billion—
heavily in debt at a time when the
global economy has sent demand
for its plastics plunging. The deal
has been lambasted by critics who
see it as too expensive and risky.

Dow said that it has been ap-

proached by other potential busi-
ness partners and that it has been
in discussions regarding some of
the operations that were slated to
be part of the Kuwait deal, such as
the basic plastics business that
was its centerpiece. It did not iden-

tify any of those involved
in discussions.

Mr. Liveris said it
could take until the end of
this year to bring in new
partners. Addressing the
collapse of the joint ven-
ture, he said, “Pursuing le-
gal options is not a deci-
sion we take lightly.” But
he said Petrochemical In-
dustries is “in breach of
contract, and we must
take action to protect the

interests of our company and our
shareholders.”

The Midland, Mich., chemicals
giant was notified that Petrochem-
ical Industries was scuttling their
K-Dow venture just days before its
planned Jan. 2 launch. The oil com-
pany said its hand was forced
when the Kuwaiti Supreme Petro-
leum Council withdrew support.

Dow is expected to receive at
least $2 billion as a break-up fee for
the failed Kuwait venture. It would
be expected to pay Rohm & Haas a

$750 million fee if it doesn’t receive
regulatory approvals by Oct. 10.

The joint venture was part of
Dow Chemical’s strategy to move
away from commodity-chemicals
business and into specialty chemi-
cals that offer higher margins and
steadier earnings. Dow on Tues-
day said it remains committed to
becoming an earnings-growth
company instead of one tied to cy-
clical markets.

The scuttled joint venture
came as Dow and other chemical
makers are faced with slumping
demand as global economic activ-
ity slows markedly. The company
announced last month it would cut
about 5,000 full-time jobs, or 11%
of its workforce, close 20 facilities
and sell several businesses as the
firm looks to speed its restructur-
ing and reduce costs.

Mr. Liveris said on Tuesday
that Dow “will accelerate these ac-
tions even faster and more aggres-
sively in 2009” as it pushes to
maintain its investment-grade
credit rating. The company’s debt
ratings are currently in below-av-
erage territory and several steps
above junk.
 —Christopher Hinton

and Kevin Kingsbury
contributed to this article.

McGraw-Hill cuts 375 more jobs

CORPORATE NEWS

Bertelsmann AG

German publishing house Gruner
+ Jahr, in which media conglomerate
Bertelsmann AG holds a 74.9% stake,
Tuesday named Bernd Buchholz as
its new chief executive. Mr. Buchholz
succeeds Bernd Kundrun, who left af-
ter a difference of opinion about the
publisher’s strategy. The move by
Gruner + Jahr’s supervisory board—
headed by Hartmut Ostrowski, CEO

of parent company Bertelsmann—
ends a months-long conflict be-
tween Mr. Kundrun, who has headed
Gruner + Jahr since 2000, and Ber-
telsmann. Gruner + Jahr publishes
several magazines and financial
daily Financial Times Deutschland.
The Jahr family holds a 25.1% stake
in the publisher. Mr. Buchholz has
been a member of the publisher’s ex-
ecutive board since 2004.

Anheuser-Busch InBev NV

Anheuser-Busch InBev NV said it
wants to close the historic Stag brew-
ery in London and potentially cut
workers in 2010. The cuts are in-
tended to capture savings from the
$52 billion merger of InBev, maker of
Stella Artois and Beck’s, and An-
heuser Busch, brewer of Budweiser.
A-B InBev executives say they want to
cut $1.5 billion in annual costs by the
end of 2011. Both InBev and Anheuser
have large operations in the U.K., in-
cluding breweries as well as sales and
marketing divisions. The Stag brew-
ery has operated since the 15th cen-
tury and now employs 182 people.

Atos Origin

Activist funds Centaurus Capital
LP and Pardus Capital Management
LP have ended the shareholder pact
that brought about an overhaul of in-
formation-technology services com-
pany Atos Origin SA’s management
last year. French market regulator
AMF said Tuesday that the two
funds informed it of the end of their
15-month-old pact Monday. Centau-
rus’s stake in Atos has fallen to
5.01%, from 6.66% in September,
while Pardus’s stake remains stable
at 10.04%, according to the filing. In
the first half of 2008, Centaurus and
Pardus engaged in a public battle,
which culminated in the ouster of
former Chairman Didier Cherpitel.

—Compiled from staff
and wire service reports.

By Kerry E. Grace

Altria Group Inc. completed its
$10.4 billion acquisition of UST Inc.,
after the deal for the maker of
Copenhagen and Skoal smokeless to-
bacco was put off in October at the
request of the company’s lenders.

At the time, Altria said it had the
deal’s financing in place. Nonethe-
less, the postponement highlighted
the effect of the credit crunch even
on financially strong companies
such as Altria, which generates
hefty cash flow.

Holders of UST’s common shares
will receive $69.50 a share in cash.
UST’s common shares will no longer
trade on the New York Stock Ex-
change.

Altria also will assume $1.3 bil-
lion of UST debt.

After years of merger specula-
tion, Altria announced the deal to
buy UST, which sells premium
smokeless-tobacco brands such as
Copenhagen and Skoal, in Septem-
ber, the biggest move by the maker
of the Marlboro brand since it spun
off Philip Morris International Inc.
in March.

Altria completes
purchase of UST
following delay

Andrew Liveris

By Jonathan Buck

Aer Lingus Group PLC said Tues-
day that an expected improvement
in its 2009 financial performance
would generate a significantly
higher-than-expected cash balance.

The release of more financial de-
tails comes as Ireland’s flagship air-
line continues to fend off an unsolic-
ited Œ748 million ($1.02 billion) bid
from Ryanair Holdings PLC, the sec-
ond time within three years that the
low-cost carrier has tried to acquire
its rival. Dublin-based Ryanair owns
a stake of almost 30% in Aer Lingus,
a legacy of its first bid.

Aer Lingus’s efforts to thwart
the bid appear to be working: Ry-
anair on Tuesday separately said its
offer had garnered the support of
shareholders holding only an addi-
tional 0.01% of Aer Lingus stock.

Aer Lingus said in a statement
the take-up was “pathetic” and re-
flected its views that Ryanair’s offer
significantly undervalues the com-
pany. It added that the bid couldn’t
be completed due to competition is-
sues and said it regretted the “un-
necessary waste of shareholder’s
cash” in fighting off the bid.

Investors seem to agree. Shares
in Aer Lingus have traded above Ry-
anair’s offer price for the past
month.

However, Ryanair shows no sign
of giving in. The airline Tuesday
said it was extending the deadline
for shareholders to accept the offer
to Feb. 13. It also sought an extraor-
dinary general meeting at Aer Lin-
gus to revoke amendments that
award up to Œ2.8 million to Chief Ex-
ecutive Dermot Mannion and Œ1.4
million to Chief Financial Officer
Sean Coyle in the event of a change
of control, even if they resign.

The airline also sought to cen-
sure Aer Lingus’s board for breach-
ing Irish company law by failing to
seek shareholder approval for the
employment-contract amend-
ments.

Aer Lingus rejected those
claims. It said the amendments
were put in place two months be-
fore Ryanair’s latest approach, had
been initiated by the board and dis-
closed in Aer Lingus’ defense docu-
ments.

Aer Lingus on Tuesday reiter-
ated that it expects to be profitable
in 2008 and 2009. The airline in Au-
gust had forecast a net cash balance
of Œ550 million for 2009. At that
time, it anticipated a significant
loss for 2009, when fuel was ex-
pected to be $117 a barrel.

Fuel prices have fallen signifi-
cantly since the summer, and Aer
Lingus said the continued drop has
allowed it to be the first trans-Atlan-
tic airline to eliminate fuel sur-
charges completely.

Aer Lingus on Dec. 8 announced
that it was on track to deliver at
least Œ50 million in annual cost sav-
ings following agreements on work-
practice changes with unions’ Siptu
and Impact.

Ryanair in 2006 dropped a Œ1.48
billion bid for Aer Lingus after it
failed to overcome opposition from
the Irish government and European
Union regulators.

Separately, Ryanair said Tues-
day that in December it carried 4.37
million passengers, an 11% increase
from a year earlier, but that its load
factor, which measures how many
of the airline’s available seats it
filled with paying passengers, re-
mained unchanged at 79%.

GLOBAL BUSINESS BRIEFS

CRH PLC

Building materials company CRH
PLC Tuesday said that it expects to re-
port a mid-teen percentage decline in
2008 pretax profit and that the out-
lookforthisyearisdifficultbecauseof
theglobalfinancialcrisis.Theforecast

for 2008 earnings is slightly worse
thanthe“lowtomid-teen”percentage
decline predicted in November, and
would result in a pretax profit of
around Œ1.6 billion ($2.17 billion),
down from Œ1.9 billion a year earlier.
The revision includes a Œ50 million hit
fromcurrencyfluctuations.“Visibility
isclouded,”saidChiefExecutiveMyles
Lee, referring to 2009. The company
saidlowerenergycosts,a reduction in
interestratesandaU.S.infrastructure
stimulus package should help in the
second half of the year.

By Kerry E. Grace

McGraw-Hill Cos. said it cut 375
jobs in the fourth quarter, primarily
in its education business, putting
the year’s reduction at 1,045.

The textbook publisher and fi-
nancial-information provider has
been reporting weak results as its
Standard & Poor’s unit has been
hurt by the credit crunch. S&P, the

world’s largest bond rater by reve-
nue, has had less debt to grade as
credit markets seized up amid scant
investor interest. The division’s
growth had helped fuel strong
profit increases for the company
from 2004 to 2007.

The education business, McGraw-
Hill’s largest, also has been strug-
gling. Its third-quarter profit slid
15% as sales declined 3.8%, hurt by

budgetary pressures on school dis-
tricts. At the time, Chief Executive
Harold McGraw III cited particular
weakness in large urban markets.

McGraw-Hill said 215 of the
fourth-quarter job cuts were in the
education segment. McGraw-Hill’s
work force is about 21,000. The lat-
est reduction will result in a charge
of $16.4 million, or five cents a
share, for the period.

Aer Lingus says
lower fuel prices
will boost cash
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Investment analysts’ group
chooses new chief executive

By Tara Loader Wilkinson

Chief executives of companies
comprising the FTSE 100 index saw
the value of their holdings in the
companies they head fall on aver-
age more than £4 million ($5.9 mil-
lion) since June 2007, according to
new research, as falling stock mar-
kets dragged the U.K.’s index of
leading businesses down by almost
a third in 2008.

FTSE 100 chief executives held
on average £8.9 million of equity in
their own company in June last
year, down from a figure of £11.1 mil-
lion in 2006, according to London-
based asset manager Heartwood
Wealth Management.

The research estimates that the
chief executives lost a further £2.2
million each on the value of their
stakes since June, assuming there
had been no change in the number of
optionsor incentiveplan shares held.

The sharp drop in the value of as-
sets reverses five years of growth in
the value of CEOs’ stakes. The aver-
age value of holdings held by FTSE
100 chiefs in their own companies
quadrupled from £2.96 million in
2002 to £11.1 million in 2007.

“Sometimes the impression may
be given that senior executives have
remained untouched by the credit
crisis,” said Simon Lough, chief exec-
utive of Heartwood. “These figures
belie that impression. If things are
going well, it is often difficult for
them to sell down their personal
stakes, because it may send the
wrong message on the outlook for
the company. ”

A third of the CEOs’ holdings in
their companies are in the form of
shares held in their own name. The
rest of the holdings are in the form
of share options or long-term incen-
tive plans, according to the re-

search.
In a typical LTIP, the employee,

usually an executive, must fulfill var-
ious conditions that prove they
have contributed to increasing
shareholder value.

Over the past two years compa-
nies have shifted away from compen-
sating their CEOs with shares,
which in 2006 accounted for 55% of
the value of their assets, toward
share options and LTIPs.

Indexes around the world have
suffered more than 30% losses last
year, with the FTSE 100 losing al-
most a third of its value, its worst
performance since it began in 1984.

U.K. CEOs lose millions
FTSE 100 executives
watch their holdings
in firms evaporate

Ten largest buyout firms
can spend $200 billion

www.efinancialnews.com

By James Mawson

The 10 largest private-equity
firms have just under $200 billion
available to invest in buyouts this
year, although they are likely to re-
main reluctant to spend it because
of continuing problems in the debt
market and uncertainty over the
depth of the economic downturn.

The private-equity firms—led by
Goldman Sachs Group Inc. with
$31.15 billion, TPG with $24.7 bil-
lion and Carlyle Group with $23.4
billion—have $197.1 billion of un-
drawn capital, according to data pro-
vider Preqin.

The cash is available just as the
huge fall in stock-market values and
unprecedented debt market turmoil
last year opens up greater opportu-
nities to buy businesses. However,
capital-market problems and uncer-
tainty over the length and severity
of the economic downturn has made
the firms more cautious about when
to start investing.

“Cash is king for industrial buy-
ers, but private equity needs debt to
get its returns, hence [its] cash
spend is constrained by debt avail-
ability—a scarce commodity,” said
Lawrence Slaughter, co-head of Eu-
ropean M&A at J.P. Morgan.

Overall, few buyout firms have
started to invest. Matteo Canonaco,
global head of financial sponsors at

HSBC, which has been one of the few
banks still lending for new deals,
having helped fund Bain Capital’s
Œ530 million ($720 million) pur-
chase of Italian credit data company
Cerved Business Information SpA
last month, said: “Valuations have
crashed but only relative to past
prices. But the reduction in eco-
nomic consumption was so sudden
and sharp it will take a few quarters
of stability for firms to decide if it is
time to buy.”

Walid Sarkis, a managing direc-
tor at Bain Capital, which has $21.5
billion of undrawn capital, said: “In
the medium term, the opportunities
will be truly amazing but the win-
dow of cash-oriented vendors will
be very short and not before the sec-
ond quarter. In the short term, some
investors have liquidity issues and
funds are thoughtful about capital
draws. However, we don’t see a
wider phenomenon of fund size re-
duction beyond isolated cases.”

— 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.

Sources: Heartwood Wealth Management; Thomson Reuters Datastream (index)
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At stake

By Vivek Ahuja

The CFA Institute, the global as-
sociation for investment profes-
sionals, has recruited a former
head of Invesco’s institutional busi-
ness as president and chief execu-
tive, following Jeff Diermeier’s de-
parture after four years in the role.

Mr. Diermeier, a former chief in-
vestment officer at UBS Global As-
set Management who joined the in-
stitute in 2005, stepped down at
the end of last month. On Tuesday,
the group’s board announced the
appointment of John Rogers to suc-

ceed him.
Mr. Diermeier decided in August

to give up his role because he
couldn’t commit to leading the CFA
Institute throughout its Vision
2012 strategic plan.

Mr. Rogers spent a decade at In-
vesco, where he held a variety of
roles including chief investment
officer of Invesco Asset Manage-
ment Japan and chief executive of
Invesco Global Asset Manage-
ment. He left Invesco in 2007 and
founded the boutique investment
firm Jade River Capital Manage-
ment.

By Mark Cobley

U.K. pension funds lost 10% of
their money on average during
2008, suggesting they are benefit-
ing from a general shift in their in-
vestments toward bonds and other
fixed-income assets.

Nevertheless, the fall was the
first time pension funds in the U.K.
have posted a negative investment
return since 2003, according to the
data provider BNY Mellon.

The figures are based on 347
funds that employ BNY for perform-
ance-measurement work, account-
ing for about £164 billion ($240.7 bil-
lion) of assets between them—
slightly more than a fifth of total
U.K. pension assets in the private
sector. State Street Corp., mean-

while, whose WM50 index tracks
the returns of the 50 largest U.K. re-
tirement funds, said the average re-
sult was a 13% investment loss.

Alan Wilcock, performance and
risk analytics manager at BNY Mel-
lon, said a shift away from equities
and toward fixed-income assets was
behind the comparatively good per-
formance. “Funds have had a fair al-
location to bonds; about 45% of
their assets as of Sept. 30 last year,”
he said. “That month, their alloca-
tion to equities fell below 50% for
the first time ever. That has gone
some way to helping them offset the
downturn in equity markets.”

The funds were also helped by the
decline of the pound on currency
markets, which increased the value
of the funds’ overseas investments.

U.K. pension funds outperform
market as they switch to bonds In Collaboration with:
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Write-offs a boon to builders, bankers

A
ss

oc
ia

te
d 

Pr
es

s

Deficit hawks worry about Obama plan
Republicans and some Democrats say items in stimulus package show too little concern for impact on U.S. budget

President-elect Barack Obama met with his economic advisers at his transition
office in Washington on Tuesday, including White House Chief of Staff-designate
Rahm Emanuel, left, and Budget Director-designate Peter Orszag, center.

By Elizabeth Williamson

And Brody Mullins

WASHINGTON—U.S. President-
elect Barack Obama’s stimulus
plan aims to help Main Street, but
it is already sparking boom times
on K Street, Washington’s center
of lobbying, as a host of U.S. indus-
tries seek a share of the projected
$800 billion package.

Wind farms want permanent
tax credits. The steel industry
wants “Buy American” protection
for infrastructure projects in the
bill. Home builders want a na-

tional low mortgage rate, guaran-
teed by the government. Universi-
ties want money for campus re-
pairs, as well as $700 more per stu-
dent in federal grants.

The spending requests total
many times the likely size of the
package. Environmentalists alone
put together a wish list of 80
projects that add up to $405 bil-
lion.

With a fight likely over a pie
that, however large, isn’t big
enough for all, industries are craft-
ing creative pitches to show that
assistance to them would provide
the fastest, broadest or most com-
prehensive stimulus.

The U.S. Travel Association,
which represents hotel, resort and

theme-park operators, wants the
stimulus package to include a mea-
sure they have pushed for years:
establishing a government office
to pitch American tourism to for-
eigners.

“When you’re looking at stimu-
lating the American economy, it
doesn’t get any better than bring-
ing people into the country,” said
Geoff Freeman, senior vice presi-
dent of the association. “They
come, they leave their money, and
they go home with a better impres-
sion of the United States.”

Although the financial sector
has received more than $1 trillion
in federal rescue money over the
past year, its lobbyists are pushing
for more.

The Financial Services Round-
table, a coalition of the 100 largest
financial-services companies,
sent a letter to congressional lead-
ers Monday asking for several tax
breaks, including the doubling of
the mortgage-interest deduction
for first-time home buyers, and al-
lowing companies to accelerate de-
ductions for bad debt.

The National Association of
Federal Credit Unions is looking to
extend its reach with an aggres-
sive push for Congress to lift lim-
its on credit unions’ business
loans in the bill. The powerful
group wants the limit raised from
the current 12.25% to 20% of a
credit union’s total assets—or
lifted entirely.

The measure, said chief lobby-
ist Dan Berger, is “a way to provide
small businesses access to much-
needed credit without costing the
taxpayer a dime.”

The Securities Industry and Fi-
nancial Markets Association

wants to exempt private-activity
bonds from the alternative mini-
mum tax, and relax rules that dis-
courage banks from owning munic-
ipal bonds.

The U.S. Chamber of Com-
merce, the nation’s largest busi-
ness lobby, has written a letter ask-
ing for lower tax rates for compa-
nies that buy back their own debt.
The National Association of Manu-
facturers has joined with the Na-
tional Association of Home Build-
ers in a coalition called Fix Hous-
ing First. They are pushing for an
extension of home-purchase cred-
its and a federally supported na-
tional mortgage rate of 3%.

In a conference call with
Obama officials two weeks ago, ex-
ecutives from International Busi-
ness Machines Corp., Cisco Sys-
tems Inc. and the Information
Technology Industry Council out-
lined a six-point plan dubbed “In-
vesting in Digital Infrastructure to

Jump-start the Economy.” The
companies are part of a tech-indus-
try coalition that wants to dip into
the stimulus pot to upgrade and ex-
pand telephone lines for broad-
band Internet service, increase
tax incentives for research and de-
velopment and allow companies
to return overseas profits to the
U.S. at reduced tax rates.

At the request of Congress and
the Obama transition team, the
Natural Resources Defense Coun-
cil has compiled a list of more than
80 projects, including $18 billion
for a state energy-efficiency grant
program and $6 billion for water
infrastructure projects.

“It’s been portrayed by some as
wildly outrageous…here go the en-
vironmentalists again,” said
Karen Wayland, legislative direc-
tor for the NRDC. “What we were
suggesting are authorized pro-
grams where an injection of quick
cash will create jobs.”

The United States Association
of Importers of Textiles and Ap-
parel—which includes such major
retailers as Target Corp., J.C. Pen-
ney Co., Kohl’s Corp. and Macy’s
Inc.—wants a total repeal of im-
port tariffs on clothing. The logic
for tying this long-sought change
to the stimulus package: The im-
port tax falls disproportionately
on those hardest hit by the down-
turn.

The tax makes up about $5 of
the cost of shoes that retail for $15
and therefore “parents are trying
to keep shoes on their children’s
feet and this regressive tax is mak-
ing that more difficult,” said Matt
Rubel, the chairman and CEO of
Collective Brands Inc., the parent
company of Payless ShoeSource
and several low-cost brands. “We
are working very hard to make
sure [that the removal of] this tax
on American working families is in-
cluded with the stimulus,” he said.

With billions at stake, business lobbyists vie for a piece

ECONOMY & POLITICS

By Jonathan Weisman

Policy changes being consid-
ered as part of U.S. President-elect
Barack Obama’s economic-stimu-
lus plan could carry long-term con-
sequences for the deficit, and they
are raising bipartisan concerns.

As part of his two-year stimu-
lus plan, Mr. Obama is considering
offering unemployment benefits
to part-time workers and subsidiz-
ing health insurance for the laid-
off, among other measures.

Republicans and even some
Democrats said some of these
items under consideration in the
stimulus plan, which is estimated
to cost $775 billion, show too little
concern for the long-term impact
to the U.S. deficit.

“Any additional tax cuts, where
there will be pressure to make
them permanent, or spending pro-
posals that have a permanent na-
ture to them, give me pause,” said
Senate Budget Committee Chair-
man Kent Conrad (D., N.D.). “The
whole rationale for an expansion
of the deficit and debt is to stimu-
late the economy in a time of weak-
ness. That I support. But we will re-
cover, and we’re already in an un-
sustainable budget situation long-
term.”

Sen. Conrad said he has repeat-
edly raised such concerns with
Obama transition aides.

Mr. Obama Tuesday said the
Congressional Budget Office is ex-
pected Wednesday to forecast a
deficit of about $1 trillion for fis-
cal 2009, even before the stimulus
package is passed.

The president-elect huddled
with his economic team Tuesday to
discuss ways of containing the long-
term deficit. Among those attend-
ing were budget director-designate
Peter Orszag, Treasury Secretary-
nominee Timothy Geithner and Na-
tional Economic Council director-
designate Lawrence Summers.

“Potentially we’ve got trillion-
dollar deficits for years to come,
even with the economic recovery
that we are working on at this
point,” Mr. Obama said. “We’re go-
ing to have to stop talking about
budget reform. We’re going to
have to totally embrace it. It’s an
absolute necessity.”

It wasn’t immediately clear
what that reform might entail.

Obama aides strongly defended
two proposals that have drawn the
most fire. One would extend unem-
ployment insurance to part-time
workers and revamp the program
to cover workers who have long
dropped through the cracks, espe-
cially working mothers. The other
would offer federal subsidies to
laid-off workers trying to pur-
chase continued health insurance
through the Cobra system.

Aides said both programs would
be temporary and expire with the
two-year stimulus program.

Critics said turning off such
programs would be difficult.

“Those aren’t stimulus. Those
are ideological accomplishments
in the guise of economic stimu-
lus,” said Rep. Paul Ryan of Wiscon-
sin, the ranking Republican on the
House Budget Committee.

Another plan to provide a
$500-per-worker tax break, effec-
tive immediately through changes
in federal tax withholdings, is a
down payment on a permanent tax
break, the Obama team has said.

Leonard E. Burman, director of
the nonpartisan Tax Policy Center,
estimated that over a decade, the
measure would cost $700 billion.

“Clearly, spending a trillion dol-

lars to avert world-wide economic
collapse is a worthwhile invest-
ment, but if we’re not mindful of
the long-term consequences,
we’re looking at an economic cri-
sis that will make this one look like
a blip,” he said.

Deficit-minded Republicans
and Democrats have asked Mr.
Obama to include in his plan a bi-
partisan commission to tackle the
swelling budget deficits. The
panel would draft proposals to cut
entitlement spending, reshape the
tax code and trim federal pro-
grams, and then put those propos-
als before Congress for a straight
up-or-down vote. Congress set up
a similar panel to tackle the politi-
cally thorny issue of military base
closings.

Some lawmakers also want the
stimulus package to include rules
mandating that any changes to tax
policy or spending that would ex-
tend beyond 2010 be offset with ex-
plicit spending cuts or tax in-
creases.

Tuesday, Mr. Obama commit-
ted to establishing a Recovery
Oversight Board to ensure stimu-
lus funds are spent as intended
and that new programs succeed.
Lawmakers wouldn’t be allowed
to insert pet projects into the bill,
he said. And any expenditures
would be listed on the Internet.

The spending
requests total many
times the likely size
of the package.

By Jesse Drucker

The main business tax cuts pro-
posed by President-elect Barack
Obama are likely to be a windfall for
two industries particularly tied to
the current economic meltdown:
Wall Street investment banks and
home builders.

Under the proposal being
crafted by the incoming Obama ad-
ministration and congressional
Democrats, companies would be
able to use their so-called tax
losses to offset taxable U.S. profits

earned during the past five years.
Typically, companies can carry

back such losses only two years. The
Obama proposals likely would mean
that companies with enormous losses
from last year and this year could use
the losses to help wipe out tax obliga-
tions from the previous five years and
receive sizable tax-refund checks
from the Treasury Department. For
some firms, that would mean cash
payments of billions of dollars.

Typically, such tax losses can
still be taken as deductions in the fu-
ture for years to come. But for com-

panies expecting slim or nonexist-
ent profits for the immediate future,
that can mean years before they real-
ize the full benefit of the deductions
stemming from the tax losses.

The same break was included in
a stimulus package enacted in 2002,
and home builders had lobbied Con-
gress for a nearly identical tax break
last year—estimated to cost $6.1 bil-
lion—ultimately without success.

“I think it’s ridiculous,” said Dean
Baker, co-director of the Center for
Economic and Policy Research. “It’s re-
warding the people who messed up.”
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PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/05 EUR 341.26 4.6 –42.9 –26.1
PF (LUX)-US Eq-Ica US EQ LUX 01/05 USD 83.38 2.1 –32.9 –16.1
PF (LUX)-USA Index-Pca US EQ LUX 01/05 USD 74.44 2.7 –33.2 –17.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/05 USD 523.18 –1.4 9.7 8.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/05 USD 383.90 –1.4 9.7 8.4
PF (LUX)-USD Liq-Pca US MM LUX 01/05 USD 130.19 0.0 2.3 3.5
PF (LUX)-USD Liq-Pdi US MM LUX 01/05 USD 85.01 0.0 2.4 3.5
PF (LUX)-Water-Pca GL EQ LUX 01/05 EUR 111.63 8.4 –26.4 –13.7
PF (LUX)-WldGovBds-Pca GL BD LUX 01/05 USD 160.01 –2.9 6.3 8.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/05 USD 132.45 –2.9 6.3 8.8
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/06 USD 40.78 –1.8 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 01/05 USD 8.15 4.0 –40.9 –23.5
Japan Fund USD JP EQ IRL 01/06 USD 14.20 –3.3 –14.9 –11.5

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 11/28 USD 123.63 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 11/28 USD 8.03 –50.9 –48.7 –14.9
Europn Conviction USD B EU EQ CYM 11/28 USD 123.63 8.2 13.3 6.6
Europn Forager USD B OT OT CYM 11/28 USD 176.56 –13.9 –13.7 –0.9
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 11/28 USD 14.12 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 17.9 22.3 19.8
UK Fund USD A OT OT CYM 11/28 USD 165.65 4.1 3.4 4.3

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 01/05 USD 64.59 12.0 –52.3 –20.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 01/05 EUR 587.59 4.3 –37.7 NS
Core Eurozone Eq B EU EQ IRL 01/05 EUR 686.55 4.4 NS NS
Euro Fixed Income A EU BD IRL 01/05 EUR 1132.37 0.0 –10.1 –5.8
Euro Fixed Income B EU BD IRL 01/05 EUR 1201.75 0.0 –9.6 –5.3
Euro Small Cap A EU EQ IRL 01/05 EUR 888.02 4.7 –47.6 –33.2
Euro Small Cap B EU EQ IRL 01/05 EUR 945.63 4.8 –47.3 –32.8
Eurozone Agg Eq A EU EQ IRL 01/05 EUR 519.44 4.5 –43.7 NS
Eurozone Agg Eq B EU EQ IRL 01/05 EUR 742.13 4.5 –43.4 –25.3
Glbl Bd (EuroHdg) A GL BD IRL 01/05 EUR 1203.01 0.5 –7.6 –3.3
Glbl Bd (EuroHdg) B GL BD IRL 01/05 EUR 1269.41 0.5 –7.0 –2.7
Glbl Bd A EU BD IRL 01/05 EUR 993.59 1.3 –1.9 –3.6
Glbl Bd B EU BD IRL 01/05 EUR 1051.57 1.3 –1.4 –3.0
Glbl Real Estate A OT EQ IRL 01/05 USD 671.54 0.7 –45.0 –30.0
Glbl Real Estate B OT EQ IRL 01/05 USD 688.22 0.7 –44.7 –29.6
Glbl Real Estate EH-A OT EQ IRL 01/05 EUR 632.71 0.9 –43.6 –31.1
Glbl Real Estate SH-B OT EQ IRL 01/05 GBP 59.80 0.9 –43.1 –30.1
Glbl Strategic Yield A EU BD IRL 01/05 EUR 1145.09 1.3 –23.0 –12.1
Glbl Strategic Yield B EU BD IRL 01/05 EUR 1218.11 1.3 –22.5 –11.6
Japan Equity A JP EQ IRL 01/05 JPY 10576.00 2.3 –40.5 –29.0
Japan Equity B JP EQ IRL 01/05 JPY 11206.00 2.3 –40.1 –28.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/05 USD 1346.39 4.7 –48.6 –18.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/05 USD 1428.39 4.7 –48.3 –18.0
Pan European Eq A EU EQ IRL 01/05 EUR 755.94 5.2 –42.5 –25.6
Pan European Eq B EU EQ IRL 01/05 EUR 801.11 5.2 –42.2 –25.1
US Equity A US EQ IRL 01/05 USD 692.20 3.4 –37.9 –18.8
US Equity B US EQ IRL 01/05 USD 736.61 3.5 –37.5 –18.3
US Small Cap A US EQ IRL 01/05 USD 1020.72 1.5 –37.4 –20.6
US Small Cap B US EQ IRL 01/05 USD 1087.11 1.5 –37.0 –20.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/05 SEK 63.53 5.6 –42.5 –27.1
Choice Japan Fd JP EQ LUX 01/05 JPY 45.75 1.7 –39.1 –29.7
Choice Jpn Chance/Risk JP EQ LUX 01/05 JPY 46.02 2.8 –46.3 –30.3
Choice NthAmChance/Risk US EQ LUX 01/05 USD 3.00 7.0 –40.6 –20.8
Europe 2 Fd EU EQ LUX 01/05 EUR 0.74 6.0 –47.8 –28.6
Europe 3 Fd EU EQ LUX 01/05 GBP 3.06 2.1 –34.2 –15.5
Global Chance/Risk Fd GL EQ LUX 01/05 EUR 0.51 8.7 –33.0 –21.2
Global Fd GL EQ LUX 01/05 USD 1.74 4.2 –39.7 –20.1
Intl Mixed Fd -C- NO BA LUX 01/05 USD 23.25 1.2 –29.3 –12.6
Intl Mixed Fd -D- NO BA LUX 01/05 USD 16.40 1.2 –29.3 –11.4
Wireless Fd OT EQ LUX 01/05 EUR 0.10 8.5 –43.8 –22.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/05 USD 4.81 6.2 –46.8 –17.5
Currency Alpha EUR -IC- OT OT LUX 01/05 EUR 10.91 0.0 6.8 NS
Currency Alpha EUR -RC- OT OT LUX 01/05 EUR 10.86 0.0 6.3 NS
Currency Alpha SEK -ID- OT OT LUX 01/05 SEK 105.63 0.0 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/05 SEK 116.18 0.0 6.3 NS
Generation Fd 80 OT OT LUX 01/05 SEK 6.68 4.6 –26.3 NS
Nordic Focus EUR NO EQ LUX 01/05 EUR 53.57 7.4 –44.3 NS
Nordic Focus NOK NO EQ LUX 01/05 NOK 62.90 7.4 –44.3 NS
Nordic Focus SEK NO EQ LUX 01/05 SEK 61.04 7.4 –44.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/05 USD 1.48 6.6 –36.6 –19.9
Ethical Global Fd GL EQ LUX 01/05 USD 0.64 3.5 –40.4 –21.4
Ethical Sweden Fd NO EQ LUX 01/05 SEK 30.16 4.9 –28.6 –17.9
Europe Fd EU EQ LUX 01/05 USD 1.68 3.7 –40.3 –22.2
Index Linked Bd Fd SEK OT BD LUX 01/05 SEK 13.05 –0.2 3.3 3.3
Medical Fd OT EQ LUX 01/05 USD 2.92 1.7 –23.5 –10.6
Short Medium Bd Fd SEK NO MM LUX 01/05 SEK 9.16 0.0 3.1 3.0
Technology Fd OT EQ LUX 01/05 USD 1.65 5.7 –39.0 –18.5
World Fd NO BA LUX 01/05 USD 1.69 2.3 –35.7 –13.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/05 EUR 1.27 0.0 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/05 SEK 21.57 0.1 2.7 2.9
Short Bond Fd USD US MM LUX 01/05 USD 2.50 0.0 1.7 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/05 SEK 10.07 0.1 –1.9 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 01/05 SEK 9.04 0.1 –1.9 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 01/05 SEK 25.22 0.1 –2.0 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 01/05 SEK 8.40 0.1 –2.0 –0.3
Alpha Short Bd SEK -A- NO MM LUX 01/05 SEK 10.82 0.1 2.9 3.0
Alpha Short Bd SEK -B- NO MM LUX 01/05 SEK 10.14 0.1 2.9 3.0
Alpha Short Bd SEK -C- NO MM LUX 01/05 SEK 21.17 0.1 2.8 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/05 SEK 8.80 0.1 2.8 2.9
Bond Fd SEK -C- NO BD LUX 01/05 SEK 41.52 –0.1 9.3 5.5
Bond Fd SEK -D- NO BD LUX 01/05 SEK 12.46 –0.1 8.0 4.9
Corp. Bond Fd EUR -C- EU BD LUX 01/05 EUR 1.09 0.0 –8.1 –4.2
Corp. Bond Fd EUR -D- EU BD LUX 01/05 EUR 0.85 –0.5 –8.9 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 01/05 SEK 10.72 –0.2 –12.2 –6.0
Corp. Bond Fd SEK -D- NO BD LUX 01/05 SEK 8.42 –0.2 –12.1 –5.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/05 EUR 104.14 0.3 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/05 EUR 103.84 0.3 NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 01/05 SEK 1111.03 0.3 NS NS
Flexible Bond Fd -C- NO BD LUX 01/05 SEK 20.87 0.1 5.6 4.1
Flexible Bond Fd -D- NO BD LUX 01/05 SEK 11.82 0.1 5.6 4.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/05 SEK 80.38 0.4 –24.4 –13.0
Global Hedge I SEK -D- OT OT LUX 01/05 SEK 73.46 0.4 –26.6 –14.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/05 USD 1.64 6.7 –49.9 –15.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/05 SEK 17.85 6.3 –46.6 –22.9
Europe Chance/Risk Fd EU EQ LUX 01/05 EUR 806.31 5.7 –51.2 –30.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/05 USD 16.15 8.1 –51.1 –10.7
Eq. Pacific A AS EQ LUX 01/05 USD 6.60 3.4 –51.7 –16.6

n SGAM Fund
Bonds CHF A CH BD LUX 12/31 CHF 28.19 8.0 8.0 2.6
Bonds ConvEurope A EU BD LUX 01/02 EUR 28.33 –0.1 –2.4 1.3
Bonds Eur Corp A EU BD LUX 01/02 EUR 20.76 0.1 –5.9 –3.3
Bonds Eur Hi Yld A EU BD LUX 01/02 EUR 13.31 0.1 –37.2 –21.9
Bonds EURO A EU BD LUX 01/02 EUR 39.57 0.2 6.3 3.6
Bonds Europe A EU BD LUX 01/05 EUR 37.96 0.2 5.2 2.9
Bonds US MtgBkSec A US BD LUX 12/31 USD 25.63 1.6 1.6 3.2
Bonds US OppsCoreplus A US BD LUX 12/31 USD 31.53 0.2 0.2 3.2
Bonds World A GL BD LUX 01/02 USD 39.77 –0.1 5.5 8.6
Eq. ConcentratedEuropeA EU EQ LUX 01/05 EUR 21.40 3.9 –44.9 –27.6
Eq. Eastern Europe A EU EQ LUX 01/02 EUR 13.86 4.8 –68.4 –39.8
Eq. Equities Global Energy OT EQ LUX 01/05 USD 15.39 7.9 –38.4 –6.4
Eq. Euroland A EU EQ LUX 01/05 EUR 9.52 3.9 –43.0 –24.9
Eq. Euroland MidCapA EU EQ LUX 01/05 EUR 15.05 4.5 –46.0 –30.3
Eq. EurolandCyclclsA EU EQ LUX 01/05 EUR 14.37 4.6 –41.0 –18.4
Eq. EurolandFinancialA OT EQ LUX 01/02 EUR 8.70 3.3 –52.7 –35.6
Eq. Glbl Emg Cty A GL EQ LUX 01/05 USD 6.34 6.0 –52.3 –19.4
Eq. Global A GL EQ LUX 01/05 USD 21.59 2.6 –42.1 –22.3
Eq. Global Technol A OT EQ LUX 01/05 USD 3.84 5.1 –41.9 –26.4
Eq. Gold Mines A OT EQ LUX 01/05 USD 20.25 –3.1 –36.3 –9.1
Eq. Japan A JP EQ LUX 01/05 JPY 680.42 2.6 –46.4 –33.0
Eq. Japan Sm Cap A JP EQ LUX 01/05 JPY 907.18 0.2 –44.0 –39.2
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –22.7 –22.7 –17.7
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 01/05 GBP 9.84 3.2 –40.5 –25.7
Eq. US ConcenCore A US EQ LUX 01/02 USD 16.74 3.1 –36.9 –16.9
Eq. US Lg Cap Gr A US EQ LUX 01/02 USD 11.22 4.1 –43.7 –21.4

Eq. US Mid Cap A US EQ LUX 01/05 USD 20.72 3.4 –44.2 –18.6
Eq. US Multi Strg A US EQ LUX 01/02 USD 16.55 3.6 –41.8 –22.9
Eq. US Rel Val A US EQ LUX 01/02 USD 16.08 3.5 –42.8 –27.2
Eq. US Sm Cap Val A US EQ LUX 01/02 USD 13.23 2.2 –46.3 –29.5
Eq. US Value Opp A US EQ LUX 01/05 USD 13.39 3.3 –44.0 –29.1
Money Market EURO A EU MM LUX 01/02 EUR 27.13 0.0 4.3 4.1
Money Market USD A US MM LUX 01/02 USD 15.75 0.0 2.8 3.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 12/11 USD 7.88 –46.7 NS NS
UAE Blue Chip Fund Acc OT OT ARE 12/25 AED 4.34 –62.8 –61.7 –24.4

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 01/06 EEK 103.92 4.0 –61.1 –37.1
New Europe Small Cap EUR EE EQ EST 01/06 EEK 49.43 3.1 –64.3 –39.7
Second Wave EUR EE EQ EST 01/06 EEK 86.53 1.6 –67.9 –36.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/06 JPY 8610.00 0.1 –46.4 –34.3
YMR-N Japan Fund JP EQ IRL 01/06 JPY 9577.00 1.5 –42.5 –30.0
YMR-N Low Price Fund JP EQ IRL 01/06 JPY 13165.00 1.4 –39.6 –30.2
YMR-N Small Cap Fund JP EQ IRL 01/06 JPY 6352.00 –1.0 –46.3 –36.2
Yuki Mizuho Gen Jpn III JP EQ IRL 01/06 JPY 4305.00 1.3 –51.6 –36.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/06 JPY 4575.00 1.8 –50.7 –37.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/06 JPY 6257.00 2.6 –48.0 –35.1
Yuki Mizuho Jpn Gen JP EQ IRL 01/06 JPY 8147.00 1.6 –44.7 –32.1
Yuki Mizuho Jpn Gro JP EQ IRL 01/06 JPY 6241.00 –0.2 –47.1 –35.0
Yuki Mizuho Jpn Inc JP EQ IRL 01/06 JPY 8015.00 0.8 –36.4 –27.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/06 JPY 5056.00 1.4 –43.9 –30.5
Yuki Mizuho Jpn LowP JP EQ IRL 01/06 JPY 11214.00 –1.1 –35.1 –25.6
Yuki Mizuho Jpn PGth JP EQ IRL 01/06 JPY 7661.00 0.3 –51.2 –34.7
Yuki Mizuho Jpn SmCp JP EQ IRL 01/06 JPY 6121.00 –0.2 –49.3 –36.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/06 JPY 5279.00 1.7 –41.2 –30.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/06 JPY 2400.00 0.5 –57.0 –48.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/06 JPY 4315.00 2.7 –49.1 –34.5
Yuki 77 General JP EQ IRL 01/06 JPY 6011.00 1.8 –45.4 –32.2
Yuki 77 Growth JP EQ IRL 01/06 JPY 5831.00 –1.4 –50.4 –36.6
Yuki 77 Income AS EQ IRL 01/06 JPY 5173.00 1.1 –35.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/06 JPY 6411.00 2.7 –42.7 –31.4
Yuki Chugoku Jpn Gro JP EQ IRL 01/06 JPY 5097.00 –0.3 –47.2 –31.2
Yuki Chugoku JpnLowP JP EQ IRL 01/06 JPY 8218.00 0.3 –34.0 –23.3
Yuki Chugoku JpnPurGth JP EQ IRL 01/06 JPY 4659.00 –0.4 –44.4 –31.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/06 JPY 6896.00 1.9 –44.3 –32.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/06 JPY 4627.00 1.7 –45.3 –31.6
Yuki Hokuyo Jpn Inc JP EQ IRL 01/06 JPY 5219.00 –1.1 –35.6 –27.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/06 JPY 4664.00 –0.9 –43.3 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/06 JPY 4608.00 2.4 –50.5 –35.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/06 JPY 4299.00 –1.5 –49.8 –35.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/06 JPY 5174.00 1.5 –43.2 –32.1
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Smaller Cap OT OT CYM 11/28 USD 15.43 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 11/28 USD 68.65 –52.2 –51.4 –23.5

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 11/28 USD 1355.87 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 11/28 USD 1741.08 –9.8 –9.7 –1.4
CMA MultHdge Balncd OT OT CYM 11/28 USD 1244.44 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 11/28 USD 1692.18 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 11/28 USD 962.18 –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 10/31 EUR 1034.84 –24.5 –25.8 –8.5

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 11/28 USD 2078.33 –11.0 –11.7 –2.7

Harmony Cap Ltd B EUR OT OT BMU 11/28 EUR 2009.32 –10.5 –11.1 –3.1
Harmony Cap Ltd D USD OT OT BMU 11/28 USD 1911.11 42.2 41.1 22.7
Harmony Cap Ltd E EUR OT OT BMU 11/28 USD 1156.71 –10.7 –11.4 –3.5
Harmony Cap Ltd F GBP OT OT BMU 11/28 GBP 1009.64 –10.1 –10.7 –2.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 12/12 USD 485.59 –72.7 –72.9 –45.5

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 11/28 EUR 215.75 16.4 18.5 39.7
Horseman EmMkt Opp USD GL EQ USA 11/28 USD 219.14 14.4 16.4 40.1
Horseman EurSelLtd EUR EU EQ GBR 11/28 EUR 211.32 17.7 19.8 22.3
Horseman EurSelLtd USD EU EQ GBR 11/28 USD 219.15 16.6 18.8 22.6
Horseman Glbl Ltd EUR GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5
Horseman Glbl Ltd USD GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 12/12 GBP 0.95 –15.4 NS NS
Global Absolute USD OT OT GGY 12/12 USD 1.77 –15.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 12/12 EUR 77.88 –30.4 NS NS
Special Opp Inst EUR OT OT CYM 12/12 EUR 73.19 –30.1 NS NS
Special Opp Inst USD OT OT CYM 12/12 USD 82.75 –27.6 NS NS
Special Opp USD OT OT CYM 12/12 USD 81.62 –28.1 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/12 EUR 120.60 –14.8 NS NS
GH Fund CHF Hdg OT OT JEY 12/12 CHF 100.95 –17.7 NS NS
GH Fund EUR Hdg OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/12 EUR 97.29 –16.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 12/12 EUR 109.56 –17.0 NS NS
GH Fund GBP Hdg OT OT JEY 12/12 GBP 119.22 –16.7 NS NS
GH Fund Inst EUR OT OT JEY 12/12 EUR 84.27 NS NS NS
GH Fund Inst JPY OT OT JEY 12/12 JPY 8497.33 –16.3 NS NS
GH Fund Inst USD OT OT JEY 12/12 USD 100.44 –14.5 NS NS
GH FUND S EUR OT OT CYM 12/12 EUR 114.28 –16.4 NS NS
GH FUND S GBP OT OT JEY 12/12 GBP 118.97 –15.5 NS NS
GH Fund S USD OT OT CYM 12/12 USD 133.42 –14.6 NS NS
GH Fund USD OT OT GGY 11/28 USD 246.79 –15.6 –14.9 –1.3
Hedge Investments OT OT JEY 12/12 USD 125.23 –14.7 NS NS
Leverage GH USD OT OT GGY 12/12 USD 100.38 –34.2 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 12/12 CHF 85.03 –25.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 12/12 EUR 91.60 –24.7 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 12/12 GBP 98.41 –25.2 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/12 EUR 96.52 –24.2 NS NS
MultiAdv Arb S GBP OT OT CYM 12/12 GBP 101.19 –23.9 NS NS

MultiAdv Arb S USD OT OT CYM 12/12 USD 109.88 –22.3 NS NS
MultiAdv Arb USD OT OT GGY 12/12 USD 171.33 –23.3 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 12/12 USD 107.83 –19.1 NS NS
Asian AdbantEdge EUR OT OT JEY 12/12 EUR 88.74 –25.2 NS NS
Asian AdvantEdge OT OT JEY 12/12 USD 162.15 –24.1 NS NS
Emerg AdvantEdge OT OT JEY 12/12 USD 140.16 –32.3 NS NS
Emerg AdvantEdge EUR OT OT JEY 12/12 EUR 78.36 –34.3 NS NS
Europ AdvantEdge EUR OT OT JEY 12/12 EUR 115.92 –18.7 NS NS
Europ AdvantEdge USD OT OT JEY 12/12 USD 122.82 –17.8 NS NS
Japan AdvantEdge JPY OT OT JEY 12/12 JPY 8045.42 –14.3 NS NS
Japan AdvantEdge USD OT OT JEY 12/12 USD 93.51 –12.9 NS NS
Lvgd Alpha AdvantEdge OT OT JEY 12/12 USD 87.35 –39.8 NS NS
Trading AdvantEdge OT OT GGY 12/12 USD 151.96 13.0 NS NS
Trading AdvantEdge EUR OT OT GGY 12/12 EUR 138.16 13.2 NS NS
Trading AdvantEdge GBP OT OT GGY 12/12 GBP 145.72 15.8 NS NS
US AdvantEdge OT OT JEY 12/12 USD 104.12 –17.6 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 11/20 EUR 246.02 –3.2 –3.9 1.4
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 12/26 USD 192.12 –76.9 –76.8 –50.8
Antanta MidCap Fund EE EQ AND 12/26 USD 289.78 –84.0 –83.5 –51.7

Meriden Opps Fund GL OT AND 12/24 EUR 87.02 –22.4 NS NS
Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 10/31 USD 1253.68 –15.5 –16.4 –0.8

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 12/31 USD 83.55 74.8 74.8 29.5
Superfund GCT USD* GL EQ LUX 12/31 USD 3651.61 50.5 50.5 16.4
Superfund Gold A (SPC) GL OT CYM 12/31 USD 1169.57 33.1 33.1 26.0
Superfund Gold B (SPC) GL OT CYM 12/31 USD 1358.00 45.0 45.0 29.9
Superfund Q-AG* OT OT AUT 12/30 EUR 8785.69 35.8 37.4 15.5

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 NS 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 205.88 21.3 21.3 18.9
Winton Futures GBP GL OT VGB 12/31 GBP 206.48 14.5 14.5 16.3
Winton Futures JPY Lead Series 2 GL OT VGB 12/31 JPY 14859.49 18.1 18.1 15.9
Winton Futures USD GL OT VGB 12/31 USD 733.84 21.1 21.1 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 12/19 EUR 117.48 –17.0 –9.5 –6.3
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 12/19 USD 256.10 –14.6 –6.7 –3.7
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 11/28 USD 1315.66 NS –1.0 –13.7 –15.8 –4.1
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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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Fed debated whether it should set targets
Minutes suggest
officials are weighing
concrete guidelines

ECONOMY & POLITICS

By Jon Hilsenrath

After throwing out its old rule
book for managing monetary policy
and the economy, the Federal Reserve
is struggling to write a new one.

Fed officials debated at their De-
cember meeting whether to set ex-
plicit targets for how much money
they will pump into the financial sys-
tem to tame the economic crisis, ac-
cording to minutes released by the
central bank Tuesday.

They also considered whether to
adopt a target for how much infla-
tion they view as beneficial.

They decided against both mea-
sures. Still, the discussions over two
days of intense debate were signifi-
cant because they were a sign of
what could come next from the fast-
moving central bank, and also a sign
of potential fault lines growing over
its handling of the crisis.

At annual meetings of the Ameri-
can Economic Association this past
weekend, a prominent critic of the
Fed, Stanford University economist
John Taylor, argued that the central
bank needed to set more concrete
guidelines for its actions, some-
thing the Fed minutes suggested it
might do.

“Consideration will be given to
whether various quantitative mea-
sures would be useful in calibrating
and communicating the stance of
monetary policy,” the minutes said.

Fed officials went into their De-

cember meeting with a dimming
view of the economic outlook.
Growth, they acknowledged, was
likely to fall “much more sharply” in
the first half of 2009 than previ-
ously thought before a slow recov-
ery sets in. Some officials also wor-
ried that inflation could fall below
their comfort levels.

In normal times, the Fed man-
ages the economy by increasing or
reducing an overnight bank lending
interest rate called the federal-
funds rate. Having pushed that to
near zero, however, the fed-funds
rate is no longer much of a guide for
monetary policy.

Instead of focusing on the inter-
est rate, the Fed is focused on creat-
ing new lending programs and pur-
chasing assets like mortgage-
backed securities to bolster dam-
aged markets.

Its rescue efforts have ballooned
its balance sheet in the past few
months, from less than $900 billion
to more than $2 trillion. In the pro-
cess of starting up new programs, it
has pumped hundreds of billions of
dollars of cash—known in central
banking circles as reserves—into
the financial system.

Some officials at the meeting ar-
gued that the Fed should be more
specific about how much it would
let these reserves grow as its rescue
efforts continued. Others, however,
felt that the growth of reserves
shouldn’t be their focus.

The debate about what the Fed
should target is in some ways remi-
niscent of the efforts of Paul Volcker
to tame inflation in the early 1980s.

Back then, the former Fed chair-
man stopped targeting interest
rates and started targeting the

growth of money in the financial sys-
tem. Then the problem was the op-
posite of the Fed’s today. Mr. Vol-
cker was slowing money growth to
break inflation while Mr. Bernanke
is flooding the financial system with
cash to keep inflation from getting
too low.

Some regional Fed bank presi-
dents might favor setting such
growth targets. They would have a
say in setting targets for money
growth. But they have less say in the
lending programs the Fed is creat-
ing, many of which are set by the
Federal Reserve Board in Washing-
ton without the input of regional
bank presidents.

The idea of an inflation target
has floated around the Fed for
years. Setting such a target would
be a signal to the public that Fed offi-
cials don’t intend to allow the econ-
omy slip to into a deflationary spi-
ral—in which the economy sinks
and consumer prices fall sharply.

By Kris Maher

U.S. unions likely won’t see ac-
tion soon on contentious legislation
making it easier to organize work-
ers, but Democrats are moving to
back a pair of less-controversial bills
that would facilitate filing discrimi-
nation suits against employers.

Labor had hoped the adminis-
tration of President-elect Barack
Obama would take up the Em-
ployee Free Choice Act within its
first 100 days. The bill would let
unions sign up new members by
collecting signatures on cards
rather than through lengthy elec-
tions. But its enactment now ap-
pears doubtful.

The bill is strongly opposed by
business. Mark McKinnon, Repub-
lican consultant and former ad-
viser to Arizona Sen. John
McCain, said support for the mea-
sure is weakening and the busi-
ness lobby expects to have enough
votes to block the measure with a
filibuster, as it did in 2007.

William Samuel, director of
government affairs for the AFL-
CIO, disagreed. “We’re very close
to having a filibuster-proof major-
ity in the Senate,” he said.

Still, Congress seems more in-
clined to pursue other, less-vola-
tile labor issues, including two this
week. The Lilly Ledbetter Fair Pay
Act would extend the statute of lim-
itations under civil rights laws for
bringing lawsuits against employ-
ers over pay discrimination. The
Paycheck Fairness Act would
strengthen remedies under the
Equal Pay Act of 1963 for women
who arent paid equal wages for do-
ing the same work as men.

The business lobby opposes the
measures, saying they will lead to
frivolous lawsuits and saddle com-
panies with higher legal expenses.
Randel Johnson, with the U.S. Cham-
ber of Commerce, described the
bills as “a giveaway to the trial bar.”

Mr. Johnson called the bills “low-
hanging fruit,” when compared
with the Employee Free Choice Act.
He said Democrats are acting too
quickly on the measures and that
new members of Congress won’t
have time to understand them.

Top labor priority
will be put off
by new Congress
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Short Mat Dollar B US BD LUX 01/05 USD 6.77 0.1 –21.0 –11.0
Short Mat Dollar B2 US BD LUX 01/05 USD 8.78 0.2 –21.0 –11.0
Short Mat Dollar I US BD LUX 01/05 USD 6.77 0.1 –20.1 –10.1

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 01/02 GBP 6.92 3.8 –26.0 –13.0
Andfs. Borsa Global GL EQ AND 01/02 EUR 5.91 1.9 –36.8 –19.8
Andfs. Emergents GL EQ AND 01/02 USD 10.44 4.4 –50.6 –19.5
Andfs. Espanya EU EQ AND 01/02 EUR 11.13 2.9 –35.9 –18.5
Andfs. Estats Units US EQ AND 01/02 USD 12.62 3.5 –35.7 –18.1
Andfs. Europa EU EQ AND 01/02 EUR 6.69 3.1 –39.0 –21.3
Andfs. Franca EU EQ AND 01/02 EUR 8.58 3.6 –38.1 –22.2
Andfs. Japo JP EQ AND 01/02 JPY 438.22 0.0 –42.2 –28.5
Andfs. Plus Dollars US BA AND 01/02 USD 8.50 0.8 –20.6 –10.1
Andfs. RF Dolars US BD AND 01/02 USD 10.26 0.4 –10.1 –4.1
Andfs. RF Euros EU BD AND 01/02 EUR 8.93 –0.3 –19.0 –11.0
Andorfons EU BD AND 01/02 EUR 11.86 –0.5 –22.3 –13.5
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 01/02 EUR 8.14 0.5 –29.1 –16.3

Andorfons Mix 60 EU BA AND 01/02 EUR 8.25 1.5 –35.6 –19.9

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 12/26 USD 132680.79 –49.1 –47.8 –20.9

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 01/06 EUR 10.10 0.3 –0.7 0.2
DJE-Absolut P GL EQ LUX 01/06 EUR 179.80 2.6 –28.4 –11.4
DJE-Alpha Glbl P EU BA LUX 01/06 EUR 156.83 2.0 –22.9 –8.3
DJE-Div& Substanz P GL EQ LUX 01/06 EUR 180.83 3.4 –23.7 –9.4
DJE-Gold&Resourc P OT EQ LUX 01/06 EUR 130.31 –0.3 –34.6 –9.5
DJE-Renten Glbl P EU BD LUX 01/06 EUR 119.90 0.2 –1.6 0.1
LuxPro-Dragon I AS EQ LUX 01/06 EUR 106.04 14.2 –41.6 –8.8
LuxPro-Dragon P AS EQ LUX 01/06 EUR 103.62 14.2 –42.9 –9.8
LuxTopic-Aktien Europa EU EQ LUX 01/06 EUR 14.91 4.0 –22.1 –5.9
LuxTopic-Pacific AS EQ LUX 01/06 EUR 9.86 5.3 –55.1 –25.0

n EAST CAPITAL

n website: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 01/05 EUR 40.57 4.4 –61.7 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 01/05 USD 42.47 0.7 –64.7 NS
(Lux) Russian EUR EE EQ LUX 12/30 EUR 29.35 –74.2 –74.2 NS

(Lux) Russian USD EE EQ LUX 12/30 USD 31.86 –75.1 –75.1 NS
Balkan Fund EE EQ SWE 01/05 SEK 11.57 1.8 –63.4 –30.4
Baltic Fund EE EQ SWE 01/05 SEK 31.89 –0.4 –56.2 –34.7
Eastern European Fund EU EQ SWE 01/05 SEK 20.81 5.4 –62.0 –31.5
Russian Fund EE EQ SWE 12/30 SEK 535.59 –69.3 –69.3 –38.5
Turkish Fund EE EQ SWE 01/05 SEK 4.99 5.5 –53.2 –17.9

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 12/24 CHF 72.26 –52.2 –52.1 –18.0
HF-World Bds Abs Ret OT OT CHE 12/25 USD 71.48 –21.7 –20.4 –9.5

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 11/28 USD 31.79 –50.6 –48.5 –7.3

EFG-Hermes MEDA* GL EQ BMU 11/28 USD 19.29 –46.7 –44.0 –8.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 12/31 SAR 4.74 NS NS NS
EFG-Hermes Telecom OT EQ BMU 11/28 USD 25.11 –34.4 –33.7 –3.4

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 01/05 USD 246.21 0.3 –21.0 –8.9
Sel Emerg Mkt Equity GL EQ GGY 01/05 USD 137.38 4.9 –48.3 –17.8
Sel Euro Equity EUR US EQ GGY 01/02 EUR 76.82 3.1 –46.8 –28.2
Sel European Equity EU EQ GGY 01/05 USD 141.81 3.1 –48.6 –25.2
Sel Glob Equity GL EQ GGY 01/05 USD 148.38 3.3 –43.9 –24.4
Sel Glob Fxd Inc GL BD GGY 01/05 USD 127.53 –1.1 –14.3 –4.5
Sel Pacific Equity AS EQ GGY 01/05 USD 92.96 2.8 –46.8 –17.6
Sel US Equity US EQ GGY 01/05 USD 103.97 3.2 –36.4 –20.2
Sel US Sm Cap Eq US EQ GGY 01/05 USD 133.86 2.4 –38.6 –24.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 01/05 EUR 294.01 0.7 –18.2 –9.2
DSF 50/50 EU BA LUX 01/05 EUR 219.74 1.7 –25.1 –13.7
DSF 75/25 EU BA LUX 01/05 EUR 166.63 2.6 –32.3 –18.7
KBC Eq (L) Europe EU EQ LUX 01/05 EUR 408.52 5.1 –44.7 –27.3
KBC Eq (L) Japan JP EQ LUX 01/05 JPY 17039.00 1.9 –39.7 –29.6
KBC Eq (L) NthAmer EUR US EQ LUX 01/05 EUR 469.80 2.8 –36.5 –19.0
KBC Eq (L) NthAmer USD US EQ LUX 01/05 USD 681.89 2.8 –34.9 –16.9
KBL Key America EUR US EQ LUX 01/02 EUR 326.76 2.5 –43.6 –21.9
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Cash-rich trading companies look to buy
Stronger yen makes
purchases cheaper;
crisis sidelines rivals
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Bankers circle Japan for M&A deals

By Yuka Hayashi

TOKYO—Japan’s cash-rich trad-
ing companies, such as Marubeni
Corp. and Itochu Corp., are on the
hunt for bargain acquisitions out-
side Japan, seizing the opportunity
to expand abroad while the stronger
yen makes purchases cheaper and
potential competitors are sidelined
by the credit crisis.

The conglomerates, which do ev-
erything from develop oil fields in Rus-
sia to import designer handbags to Ja-
pan, have been active in mergers and
acquisitions. Japanese companies in
total spent $77.8 billion last year on ac-
quisitions outside Japan, more than
triple the amount spent in 2007 and
exceeding the previous annual record
of $52 billion set in 2006, according to
market data provider Dealogic.

“Hard times often come hand in
hand with opportunities,” said Teruo
Asada, president and chief executive
of Marubeni, Japan’s fifth-largest
trading company by market capitali-
zation. “For healthy Japanese compa-
nies, this is truly an excellent chance
to plant the seeds for the future.”

Investment bankers expect ac-
quisitions to continue this year, al-
though the pace may well slow as
companies become more cautious
on prices.

For companies from other major
nations, 2008 was a slow year. U.S.
companies, for example, spent $188.6

billion on acquisitions of non-U.S.
companies, down 26% from 2007.
Those in the U.K. spent $101.8 billion,
down 67%, according to Dealogic.

Japanese companies are in a
strong position to make overseas ac-
quisitions for a few reasons. After
years of restructuring, Japanese
firms are sitting on about $1.25 tril-
lion in cash.

In addition, the companies’ pur-
chasing power has increased as the
yen rose about 25% against a basket
of currencies in 2008, while falls in
the global markets have meant
shares of many potential targets
have dropped.

Examples also include financial
companies buying Western compa-
nies battered by the banking crisis,
as in the case of Mitsubishi UFJ Fi-
nancial Group’s $9 billion deal for a
21% stake in Morgan Stanley, and
pharmaceuticals searching for
growth outside Japan’s mature mar-
ket, as in Takeda Pharmaceutical
Co.’s $8.8 billion acquisition of U.S.
biopharmaceutical company Millen-
nium Pharmaceuticals Inc.

Marubeni and Osaka Gas Co. are
considering jointly investing in an
electricity and water project in Abu
Dhabi after French energy company
GDF Suez SA failed to secure
enough funding from European
banks to finance the project, accord-
ing to Mr. Asada.

Two of the most acquisitive trad-
ing companies have been Marubeni
and Itochu. Marubeni, a 150-year-old
company that started as an Osaka ki-
mono merchant, conducted 13 M&A
deals in 2008, including the purchase
of 30% of a power company in Sin-
gapore, copper mines in Chile and a

service provider for steel mills in
Pittsburgh, according to Dealogic.

In the current fiscal year ending
March 31, Marubeni expects to
spend 320 billion yen to 330 billion
yen ($3.43 billion to $3.54 billion) in
new investment, Mr. Asada said,
compared with 300 billion yen in
the previous fiscal year.

Mr. Asada said Marubeni’s acqui-
sitions are usually made in areas
where the company already has ex-
pertise, such as energy, commodi-
ties, food and machinery. And
rather than sending bankers out to
identify potential acquisitions,
Marubeni usually finds opportuni-
ties through its existing business re-
lationships.

The CEO said Marubeni has set
aside 600 billion yen for new invest-
ments for the two-year period end-
ing March 31, 2010, which is about
the same amount spent in the previ-
ous two-year period. Despite the
sharp slowdown in the global econ-
omy, the company has no plans to re-
duce its spending, Mr. Asada said.

Itochu, Japan’s fourth-largest
trading company by market cap, in
November spent $710 million for a
20% stake in Chinese food distribu-
tor Ting Hsin Holding Corp. After
large deals in late 2008, including
several in energy and mining indus-
tries, Itochu could end up shelling
out as much as $4.4 billion by the
end of the fiscal year in March, the
company said, exceeding its plan at
the beginning of the fiscal year to
spend about $2.7 billion.

There are risks in the trading
companies’ aggressive strategy.
Marubeni’s Mr. Asada says the oper-
ating environment for the company

has deteriorated rapidly in recent
weeks as the sharp drop in oil and
commodities prices pushes down
its revenue, though it hasn’t yet al-
tered its profit forecast for the fis-
cal year ending in March.

A global slowdown will mean
lower revenue overall, and a higher
yen, while making foreign invest-
ments cheaper, will reduce the com-
panies’ overseas profits when con-
verted back into yen.

Marubeni, for its part, says it
will continue to look for new invest-
ments in growing industries in key
regions. In Asia, infrastructure busi-
nesses like electric power, transpor-
tation and water treatment offer op-
portunities as areas in which de-
mand is growing and where
Marubeni has expertise.

Despite a severe recession, the

U.S. continues to be a big focus for
Marubeni’s investments because of
its dominance in industries such as
agriculture, food and electric
power, Mr. Asada said.

A possible future investment is an
agrichemical company with a strong
sales network in the American Mid-
west, which could complement Hel-
ena Chemical Co., a Collierville,
Tenn., distributor of fertilizers that
Marubeni has owned since the 1980s.

“The U.S. has shown lots of flexi-
bility in implementing monetary
and fiscal policies” to help prop up
its struggling economy, Mr. Asada
says. “When their effects kick in and
the economy begins to recover, the
markets in the U.S. will be very at-
tractive.”
 —Alison Tudor

contributed to this article.
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Deals in 2008
Cross-border M&A deals done by companies in major nations

Top 10 acquirers No. of deals 2008 value, in billions Change from ’07

U.S. 2,057     –26%

France 486 –15

U.K. 1,011 –67

Switzerland 329 +80

Japan 364 +231

Belgium 109 +280

Germany 585 –65

China 239 +101

Russia 148 +34

Italy 150 –78

$188.57

118.95

101.81

88.59
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Japanese M&A: An oasis for bankers in a tough year
Investment bankers’ revenues from advising Japanese companies shopping 
abroad during 2008
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By Alison Tudor

TOKYO—Japanese companies’
shopping spree overseas is providing
lucrative business for advisers on
mergers and acquisitions at a time
when deal-making is slowing glo-
bally.

Bankers’ revenues from giving
M&A advice dropped by nearly a
third in 2008 globally as companies
reined in spending to cope with the
economic slowdown. However, fees
earned from Japanese M&A rose
60%, according to data providers Dea-
logic.

This anomaly has spurred many
investment bankers to travel to Ja-
pan in the hopes of stitching together

deals. “Nearly every week, a banker
from our offices in London, New York
or elsewhere comes to talk to our Jap-
anese clients about potential acquisi-
tions abroad,” said Masaru Shibata,
head of M&A for J.P. Morgan Securi-
ties Japan.

In more prosperous years, interna-
tional bankers tended to pass over Ja-
pan because there were few big-
ticket transactions. Also, cautious
Japanese managers often failed to
clinch deals because they were slow
in coming to a decision.

But now, the Japanese are galva-
nized by the opportunity to build
market share on the cheap. Japan is
likely to continue to be a hot spot for
investment bankers in 2009.

A frustration for these deal-hun-
gry Japanese executives is a lack of fi-
nancing as credit conditions tighten,
even in Japan.

Bankers are hoping to increase
their fees in 2009 by helping them
raise capital.

“Japanese chief executives now
have to seriously consider how to fi-
nance an acquisition before they can
get a deal done. This wasn’t a prob-
lem six months ago,” said Haruo Na-
kamura, head of the investment bank-
ing division of Morgan Stanley Ja-
pan. In 2008, the firm received more
revenue from M&A advisory services
in Japan than in any previous year,
and Mr. Nakamura said he expects
2009 to be another landmark year.
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