
The Bank of England cut its
key rate to 1.5%, the lowest
level in its history, as policy
makers strove to ward off a
protracted recession. The move
steps up pressure on the Euro-
pean Central Bank to accelerate
its rate-cutting efforts. Page 1

n Citigroup agreed to a deal
with Senate Democrats to pro-
ceed with a measure letting
judges reset repayment terms
for mortgage holders in bank-
ruptcy court. Page 1

n Satyam plans to keep operat-
ing but said the IT company is
strapped for cash and its books
are inaccessible. Page 1

n Russian natural gas still
wasn’t flowing to the EU, as
Moscow insisted Russian ex-
perts be allowed to monitor
transit through Ukraine. Page 17

n Germany’s RWE is the leading
contender to win the approxi-
mately $14 billion auction to buy
the Dutch utility Essent. Page 17

n Germany will take a 25%
stake in Commerzbank after
agreeing to spend an additional
$13.6 billion to shore up the
bank’s finances. Page 2

n The U.K. unit of Aon was
fined $7.9 million by British reg-
ulators for weak controls on
payments made overseas that
could be used for bribes. Page 2

n The DJIA slipped as weak
sales weighed on Wal-Mart and
other retailers. European
shares fell on worries about
the global economy. Page 18

n The OECD said the U.S. and
Europe risk prolonging the fi-
nancial crisis by not first re-
moving banks’ bad loans before
they are recapitalized. Page 20

n Audi’s sales rose 4.1% last
year, powered by a new small
SUV and the latest generation
of the firm’s A4 series. Page 4

n Air France neared buying a
25% stake in Alitalia for about
$410 million, a pivotal step in
the Italian carrier’s journey
from bankruptcy. Page 5

BOE makes historic cut
Key rate hits a low;
German exports fall,
new pressure on ECB

Democrats,
Citigroup set
mortgage deal

The U.N. halted aid deliveries to
Gaza as Palestinians fled homes
along the Egyptian border, fear-
ing an Israeli push to take con-
trol of smuggling tunnels there.
Militants in southern Lebanon,
meanwhile, fired rockets into
northern Israel, drawing an Is-
raeli artillery barrage. A Leba-
nese cabinet minister and mem-
ber of Hezbollah said the group
wasn’t involved. Page 10
n Khamenei banned Iranian vol-
unteers from leaving the coun-
try to carry out suicide attacks
against Israel but said Tehran
would help Hamas in other ways.

n Obama intensified his case
for a costly U.S. stimulus plan,
but congressional lawmakers
are beginning to chafe at his
demands for speed. Page 3

n The U.S. Navy said it will cre-
ate a new antipiracy task force
in response to attacks near So-
malia, and is asking other na-
tions’ navies to join in. Page 11

n A suicide bomber struck U.S.
troops in southern Afghanistan,
killing at least two soldiers and
three civilians. Karzai said an
earlier clash killed 17 civilians.
n The U.S. and its partners
have shortchanged Afghanistan
by focusing on short-term goals
with no cohesive strategy, an in-
dependent study found.

n Pakistan’s Gilani fired the na-
tional-security adviser, high-
lighting divisions in the govern-
ment over how to handle the
Mumbai investigation. Page 27

n Turkey’s military chief met
with Erdogan following the de-
tention of three retired generals
and nine active-duty officers in
a probe into an alleged coup plot.

n Roadside bombs killed six
Iraqi soldiers north of Baghdad,
as officials expressed concern
about rising violence in the run-
up to Jan. 31 provincial elections.

n Greece swore in a new gov-
ernment, with the prime minis-
ter pledging to shelter the nation
from financial crisis while ensur-
ing security after recent riots.

n Rebels led by a high-ranking
commander in eastern Congo
denounced the authority of
founding leader Nkunda.

n Opposition members accused
in a bomb plot in Zimbabwe
said they were tortured into
making false confessions.

Historic low
The Bank of 
England, below, 
cut its key rate 
to 1.5% Thursday, 
the lowest in its 
315-year history.

Sources: Bank of England;
European Central Bank;
U.S. Federal Reserve
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By Romit Guha

and Rumman Ahmed

MUMBAI—Satyam Computer
Services Ltd. said it can keep operat-
ing in the wake of revelations its
former chairman faked results—but
it is strapped for cash and its investi-
gation into the true state of its fi-
nances is being hampered
by the absence of the chief
financial officer, who has
tendered his resignation.

A day after the informa-
tion-technology company,
one of India’s largest,
stunned the financial world
with founder B. Ramalinga
Raju’s confession of finan-
cial fraud, some remaining
executives were scram-
bling to try to ensure the
firm can maintain its opera-
tions. Satyam counts many
of the world’s largest companies as
clients and employs 53,000 people.

The salvage task was compli-
cated by the revelation by interim
Chief Executive Ram Mynampati
that Satyam’s finance chief, Srini-
vas Vadlamani, hadn’t come to the
office Thursday. At a packed news
conference in the southern Indian
city of Hyderabad, amid heavy po-
lice presence, Mr. Mynampati said
Mr. Vadlamani offered to resign. “In
the current circumstances, he said

he would prefer to sever ties with
the company,” Mr. Mynampati said.
He added that the resignation
hasn’t been accepted and a succes-
sor had yet to be appointed.

“We’ve been in touch with Vadla-
mani, who has assured us of all coop-
eration to assess the company’s cor-
rect financial situation,” Mr. Mynam-

pati said. He said individual
senior managers of the com-
pany had been unable to as-
sess the company’s overall
financial picture because
the revenues from all busi-
nesses and other necessary
information is “consoli-
dated and centralized at
the CFO office level.”

“So, we don’t have any
visibility on that,” he added.
Mr. Vadlamani couldn’t be
reached to comment.

Mr. Mynampati as-
serted Satyam has a healthy receiv-
ables position but would need addi-
tional cash to meet outstanding pay-
ments due to vendors this month. He
didn’t say how much cash the com-
pany needs but described its liquid-
ity position as “very unhealthy.” He
said the company was exploring vari-
ous avenues for raising the needed
funds, without providing details.

Mr. Mynampati is president of
the company’s commercial and

Satyam fights to survive
and unscramble its books

Editorial&Opinion

The Bank of England cut its key
rate by a half percentage point to
1.5%, the lowest level in the bank’s
315-year history, marking the latest
in global policy makers’ dramatic ef-
forts to fend off the threat of deep
recession.

Now, debate in Britain is follow-
ing the direction set by the U.S. Fed-

eral Reserve last month, as officials
grapple with handling monetary pol-
icy as interest rates approach zero.
The Fed lowered its target interest
rate to near zero in December and
has launched roughly a dozen new
lending and asset-purchase pro-
grams designed to support financial
markets.

The moves from both the U.K.
and U.S. central banks, combined
with increasingly dismal European
economic data, intensify pressure
on the European Central Bank to
speed up the pace of its own rate
cuts.

The ECB, which decides mone-
tary policy for the 16-nation euro
zone, cut its key rate to 2.5% from
4.25% in October. But some policy
makers have signaled reluctance to
continue cutting aggressively, in

part because of fears of spurring the
kind of credit-fueled growth that
preceded the current crisis.

Euro-zone unemployment rose
to 7.8% in November from 7.7% in Oc-
tober, its highest level since Decem-
ber 2006, official figures showed
Thursday. Slumping demand for
cars and other manufacturing main-
stays pushed exports in Germany,
Europe’s largest economy, to a
10.6% monthly fall in November, the
sharpest since German reunifica-
tion in 1990.

Thursday’s move capped a series
of recent dramatic decisions by the
U.K. central bank. Since January
2008, the Bank of England has taken
its rate from 5.25% to 1.5%, whittling
three percentage points in the last
three months.

Officials hinted in a statement ac-
companying their decision Thurs-
day that they could slow the pace of
cuts, but many economists still an-
ticipate another half-percentage-
point cut next month. Some see the

Please turn to page 27

Southern salvation?
North Africa could help to
ease Europe’s dependence on
Russian gas. Page 13

B. Ramalinga
Raju
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What’s News—
Business & Finance World-Wide

Wines for the times:
Experts on what to buy
WEEKEND JOURNAL | PAGES W6-W7

U.N. allows its antifraud
task force to dissolve
ECONOMY & POLITICS | PAGE 9

By Joellen Perry in Frankfurt
and Alistair MacDonald in
London

By Elizabeth Williamson

WASHINGTON—Citigroup Inc.
has signed on to a deal with top Dem-
ocrats in the Senate to move for-
ward with a measure that would al-
low judges to set new repayment
terms for millions of mortgage hold-
ers who wind up in bankruptcy
court, senators involved say.

The accord on the Senate version
of a bill allowing “cramdowns,”
when bankruptcy judges force lend-
ers to modify mortgages, was negoti-
ated by Sen. Dick Durbin (D., Ill.),
the Senate’s second-ranking Demo-
crat and the author of the Senate
bill. Sen. Durbin, who has backed
pro-consumer bankruptcy initia-
tives for years, has worked for more
than a year on the cramdown bill.

The deal, Senate staffers say, is
likely the first of several measures
being crafted this year that propose
to trim the principal owed by home-
owners saddled with mortgages
larger than the current value of
their house. It marks a surprising
change of direction by the financial-
services industry. Banks have consis-
tently fought such legislation, say-
ing cramdowns would raise borrow-
ing costs for all home buyers and
jam courts with homeowners who

Please turn to page 27
Money & Investing > Page 17

Please turn to page 14

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8742.46 -27.24 -0.31
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DJ Stoxx 600 208.77 -1.54 -0.73
FTSE 100 4505.37 -2.14 -0.05
DAX 4879.91 -57.56 -1.17
CAC 40 3324.33 -21.76 -0.65
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Nymex crude $41.70 -0.93 -2.18
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Desperate times mean des-
perate measures. Signs are
mounting that Taiwan’s cen-
tral bank has shifted from
protecting the island’s cur-
rency to trying to hold it
down to protect exporters.
That could irk the island’s
neighbors—or inspire them
to follow.

Taiwan’s central bank
buys and sells the New Tai-
wan Dollar to smooth its

moves. Lately, though, trad-
ers say it has been an active
a seller—and a buyer of U.S.
dollars. HSBC estimates that
the central bank acquired a
net $1.5 billion in November,
becoming a net buyer for
the first time since the Tai-
wanese currency started fall-
ing in August.

The central bank acknowl-
edged it is intervening to en-
sure the exchange rate is

not “incompatible with fun-
damentals.” That would
likely include December’s
nearly 42% decline in ex-
ports. The currency is down
nearly 2% against the U.S.
dollar since late September.

Taiwan’s foreign-ex-
change holdings rose by 4%
in December, the second con-
secutive monthly increase
and evidence of the swing to
buying U.S. dollars. And

there are signs that other ex-
porting countries could be
doing the same thing.

One rival in electronics,
South Korea, still has room
to breathe. The won has
strengthened recently, but it
is down 28% against the
New Taiwan dollar over a
year. But the Year of the Ox
could bring the possibility
of competitive devaluations.
 —David Roman

It is a sign of how
deeply credit-crunch fever
has gripped Britain that
“quantitative easing” has be-
come a topic of popular dis-
cussion. Wisely, the Bank of
England Thursday stuck to
a conventional half-point in-
terest-rate cut, albeit to an
unconventional 1.5%.

It is too early to con-
clude that the U.K. faces
more than a deep recession.
The risk of doing lasting
damage via an ill-judged
move to fire up the printing
presses is large.

The U.K. already has re-
ceived a massive stimulus.
On top of deep rate cuts,

sterling has suffered the big-
gest fall since 1931, oil and
food prices have fallen
sharply, and the govern-
ment has launched a fiscal-
stimulus package. Even if
inflation dips below zero
this year to reflect falls in
fuel bills, it could pick up
again in 2010.

Those wanting more rad-
ical action fear rate cuts
won’t be passed on. But the
financial-transmission
mechanism is creaking, not
broken.

True, banks are fighting
for deposits and must re-
build margins, making them
reluctant to cut saving and

mortgage rates. But enough
business loans and mort-
gages are priced off base
rates to ensure that the rate
cuts have an impact.

A time may come that
more significant action is
needed. But it should be tar-
geted. If the problem is one
of a lack of money in the
system, the answer would
be for the BOE to buy gov-
ernment bonds. But if the
problem is a lack of credit,
the government should act
directly to boost lending by
buying up troubled assets.

The risks, of failing to
withdraw the new money
soon enough or piling risks

onto the government bal-
ance sheet, are such that au-
thorities should hold off un-
til one route becomes un-
avoidable.
 —Simon Nixon

Appetite for risk returns

Taiwan, Korea could be headed for a currency duel

In the late 2008 rush for
safe-haven assets, investors
were more concerned about
return of capital than re-
turn on capital. But is that
starting to change? Evi-
dence from the first week
of 2009 suggests it may be—
for now.

Demand for the safest
government bonds, offer-
ing low yields, has been
lackluster while demand
for riskier assets has
soared. A German govern-
ment bond auction, the
first by a euro-zone govern-
ment in 2009, was a flop,
with bids for just 87% of
the paper on offer. Simi-
larly, cover ratios on
France’s bond sale Thurs-
day proved disappointing.

That has led to worries
that governments will
struggle to finance mas-
sive borrowing plans. The
truth may be less alarm-
ing: Germany and France
simply didn’t make their
bond offers sufficiently en-
ticing. Investors want
higher yields and are will-
ing to take a little more
risk to get it.

After all, Ireland drew
demand of Œ7.3 billion
($9.99 billion) Thursday for
a Œ6 billion syndicated

bond sale that paid 166 ba-
sis points over German
bunds. And yield spreads
on 10-year Italian govern-
ment bonds versus bunds
have dropped 20 basis
points in the past week.

But the real evidence of
returning risk appetite
comes from the euro corpo-
rate-bond market. In just
two days this week nonfi-
nancial companies have
borrowed Œ11.25 bil-
lion—43% more than they
borrowed in the whole of
January 2008.

Of course, bankers are
taking care only to bring
deals to market that they
are sure will be a success.
A failed corporate-bond
sale could throw the mar-
ket into turmoil. Large
chunks of corporate issu-
ance are being preplaced
with key investors and re-
cent issuance is dominated
by safe utilities.

So it remains to be seen
how long the positive mood
lasts. Key macroeconomic
data, including Friday’s U.S.
jobs report, could yet put a
dent in investors’ confi-
dence—and put German
and French government
bonds back in vogue.
 —Richard Barley

Short list for N.Y. Fed job
Board to evaluate
top candidates
to succeed Geithner

Obama regulatory czar
is likely to set new tone

BOE’s tightrope walk

By Joann S. Lublin

And Jon Hilsenrath

Kevin Warsh, a Federal Reserve
governor, is among the leading can-
didates to become the next presi-
dent of the Federal Reserve Bank
of New York, according to people
familiar with the matter.

Fed officials are moving swiftly
to replace the departing New York
Fed president, Timothy Geithner.
The search isn’t complete and the
job could go to another individual,
including William Dudley, who
runs the New York Fed’s markets
desk. Several others also are being
considered.

The New York Fed’s board will
meet this weekend to consider the
top candidates. Mr. Geithner has
been slotted by President-elect
Barack Obama to become the next
Treasury Department secretary. A
spokesman for the New York Fed de-
clined to comment on either the
search process or people being con-
sidered.

The presidency of the New York
Fed—one of 12 regional Federal Re-
serve banks in the nation and the
Fed’s window to Wall Street—is a
critical position. Mr. Geithner
played a central role in managing
most of the central bank’s financial-
market rescues in recent months.
And the New York Fed is overseeing
several new programs designed to
bolster fragile markets. It manages

more than $1.2 trillion of Fed as-
sets.

Mr. Warsh has played a key role
in managing the Fed’s market inter-
ventions from the Federal Reserve
Board in Washington. Still, “it’s too
early to tell” whether he will get
the job, according to a person famil-
iar with the matter.

The New York Fed’s full board
meets Saturday to consider several
semifinalists recommended by its
search committee. The board will
whittle that list down to its first,
second and third choices. Those
three then must be considered by
the Federal Reserve Board in Wash-
ington, as early as next week. Offi-
cials hope to announce a decision
by Mr. Obama’s inauguration Jan.
20.

It isn’t clear who will be on the
full list of semifinalists. Several in-
dividuals are in the running, in-
cluding Mr. Dudley, a former Gold-
man Sachs Group Inc. economist
who has helped design and imple-
ment many of the Fed’s new lend-
ing facilities.

Several others have been con-
sidered and could be in the run-
ning, including Gary Stern, presi-
dent of the Minneapolis Fed, and
John Thain, who was chief execu-
tive of Merrill Lynch & Co. until it
was taken over by Bank of America
Corp. and is now president of the
combined company’s global bank-
ing, securities and wealth-manage-
ment division. Christine Cum-
ming, the New York Fed’s chief op-
erating officer, is also a possibility,
and other names could emerge in
the days ahead. Through represen-
tatives, Messrs. Stern and Thain
declined to comment.

Some other possible choices
look unlikely. Roger Ferguson, a
former Fed vice chairman and an
adviser to Mr. Obama, has said he
is committed to remaining at TIAA-
CREF, the financial-services firm
he joined to run in April. Stanley
Fischer, who runs the Bank of Is-
rael and whose name was floated
early in the process, took himself
out of the running a few weeks
ago.

Mr. Warsh, 38 years old, became
close to conservative economists
while an undergraduate at Stan-
ford University. After earning a Har-
vard law degree and working as a
mergers-and-acquisitions invest-
ment banker at Morgan Stanley, he
landed a job on the staff of Presi-
dent George W. Bush’s National Eco-
nomic Council in 2002. There, he
got to know Ben Bernanke, who had
left the Fed to serve as chairman of
Mr. Bush’s Council of Economic Ad-
visers.

Mr. Warsh’s boss at the White
House was Stephen Friedman, the
former Goldman Sachs chief execu-
tive who is now chairman of the
New York Fed board of directors.
Mr. Warsh followed Mr. Bernanke
to the Fed in 2006.

He is the only current Fed gover-
nor with significant Wall Street ex-
perience.

In Washington, that comple-
mented the backgrounds of other
Fed governors—whose careers had
been spent almost entirely in aca-
demia or at the Fed—and made him
one of the key players during the fi-
nancial crisis.

He is married to Stanford class-
mate Jane Lauder, an heir to the Es-
tée Lauder cosmetics fortune and
the daughter of Republican cam-
paign contributor Ronald Lauder.
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By Jonathan Weisman

And Jess Bravin

WASHINGTON—Cass Sunstein,
a Harvard Law School professor
who pioneered efforts to design reg-
ulation around the ways people be-
have, will be named the Obama ad-
ministration’s regulatory czar, a
transition official said Wednesday.

Mr.Sunstein,afriendofU.S.Presi-
dent-elect Barack Obama from their
faculty days at the University of Chi-
cago law school, will mark a sharp de-
parture for the White House Office of
Information and Regulatory Affairs.
Althoughobscure,thepostwieldsout-
size power. It oversees regulations
throughoutthegovernment,fromthe
Environmental Protection Agency to
the Occupational Safety and Health
Administration. Obama aides have
said the job will be crucial as the new
administration overhauls financial-
services regulations, attempts to
passuniversalhealthcareandtriesto
forge a new approach to controlling
greenhouse-gas emissions.

Under President George W. Bush,
the office has been dominated by ad-
ministrators with a strong deregula-
tory bent. Activists saw it as the
place where environmental, work-
place safety, consumer products
and other areas of regulation often
stalled or died.

Susan Dudley, the current admin-
istrator, had served at the Mercatus
Center at George Mason University,
a free market-oriented think tank,
where she directed the Regulatory
Studies Program from 2003 to
2006. Mr. Bush’s first administra-
tor, John Graham, championed cost-
benefit analyses of regulations.

Mr. Sunstein, a prolific academic
with wide-ranging interests, may be
best known for advancing a field
known as “law and behavioral eco-
nomics” that seeks to shape law and
policyaroundthewayresearchshows
people actually behave. The theory
builds on earlier approaches devel-
oped at the University of Chicago law
schoolthatsoughttoharmonizeregu-
latory law with free-market econom-
ics.Althoughwidelyembracedbycon-
servatives, critics said it failed to ac-
countforthesometimesless-than-ra-
tional aspects of human behavior.

In an interview with The Wall
Street Journal last year, Mr. Sun-
stein said Mr. Obama was intrigued
by “law and behavioral economics”
as an approach to regulation that
would avoid ideological extremes.

Mr. Obama believes in “doing law
in a way that’s realistically based on
human behavior,” Mr. Sunstein said.
“He’s a University of Chicago Demo-
crat,sohe’sveryattunedtothevirtue
of free markets and the risks of free-
market regulation. He’s not an old-
style Democrat who’s excited about
regulations” for their own sake.

Mr. Sunstein said the Earned In-
come Tax Credit, which provides
money to the working poor, was “a
way of lifting people out of poverty”
superior to old-style welfare pay-
ments.

Last year, Mr. Sunstein joined
the Harvard faculty, where his wife,
Samantha Power, also teaches. Ms.
Power was a foreign-policy adviser
to Mr. Obama who was forced off the
campaign after she called Sen. Hill-
ary Clinton a “monster.” Mrs. Clin-
ton has been nominated to be Mr.
Obama’s secretary of state.
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Germany gets Commerzbank stake
Lender’s need for aid
highlights struggle
to absorb Dresdner

By Kerry E. Grace

The U.K. Financial Services Au-
thority fined a unit of U.S. insur-
ance broker Aon Corp. unit £5.25
million ($7.9 million) for weak con-
trols on payments made overseas
that could be used for bribes.

The fine is the largest amount
levied by the U.K. regulator on mat-
ters related to financial crimes.

The FSA said that between Janu-
ary 2005 and September 2007, Aon
Ltd., one of the largest insurance and
reinsurance brokers in the London
market, made “suspicious payments”
amounting to $7 million to several
overseas companies and individuals
in Bahrain, Bangladesh, Bulgaria, In-
donesia, Myanmar and Vietnam.

The financial-markets regulator
said the company failed to imple-
ment effective controls to mitigate
the risks involved in dealing with
overseas firms. Aon’s payment-au-
thorization program didn’t take into
account higher levels of risk that
some parts of its business were ex-
posed to in the countries they oper-
ated in and didn’t provide its staff
with training about the risks of brib-
ery and corruption, it said.

That led to weak controls over
overseas payments, giving rise to an
“unacceptable risk” that Aon could
make potentially corrupt payments
to win or keep business, the regula-
tor added.

It said it found 66 cases of suspi-
cious payments to nine overseas par-
ties during that time and additional
examples prior to that, when Aon
wasn’t regulated by the FSA. It also
said Aon “failed adequately to ques-
tion the purpose and nature” of the
payments when it should have been
“reasonably obvious” that there was
a significant risk that the money
could be used for bribes.

Aon said in a statement Thurs-
day that the failings arose mainly
from its aviation and energy sectors
in business in high-risk, non-U.K.
sectors. “The FSA has made it clear
that Aon Ltd.’s conduct was neither
deliberate nor reckless,” it said.

Since becoming aware of the is-
sues, the company and its senior man-
agers have sought to fix their sys-
tems and controls so similar prob-
lems won’t happen again, it added.

The FSA said Aon cooperated
fully and agreed to settle at an
early point in the investigation.

The German government will
take a 25% stake in Commerzbank
AG after agreeing to spend an-
other Œ10 billion ($13.63 billion)
to short up the finances of the
country’s second-largest bank.

The move, announced Thurs-
day, is the first time German au-
thorities have taken a direct stake

in a publicly listed bank since the
global credit crisis erupted and fol-
lows similar steps taken in the
U.S., the U.K. and other countries.

It also highlights Com-
merzbank’s struggle to absorb
Dresdner Bank AG after the two
banks agreed to merge last sum-
mer in a bid to create a more pow-
erful rival to Deutsche Bank AG,
the country’s largest lender.

German authorities are taking
an aggressive approach to
strengthening the country’s finan-
cial system after hesitating before
launching a Œ500 billion bank-bail-
out fund last autumn.

The latest measures give the
government a blocking minority
stake.

Commerzbank tapped the fund
for Œ8.2 billion in early November

to boost its finances after report-
ing large write-downs and losses.
Under that deal, the government
agreed to a “silent participation”
in Commerzbank that didn’t grant
shareholder rights but included a
share of future profits. Martin
Blessing, Commerzbank’s chief ex-
ecutive, said Thursday that the
government funds will help
“weatherproof” the combined
Commerzbank-Dresdner group if
global economic conditions deteri-
orate further. Commerzbank’s
takeover of Dresdner, first an-
nounced in August, should be com-
pleted in the next few days, he told
reporters.

Mounting losses at Com-
merzbank and particularly at Dres-
dner’s securities unit, Dresdner
Kleinwort, toward the end of 2008
made the expanded bailout neces-
sary, according to people familiar
with the matter. “The worsening
general economic situation in the
last quarter has hit both banks,”
said one person close to the deal.

After Thursday’s injection,
Commerzbank’s Tier 1 core capital
ratio, a measure of a bank’s health,
will rise to about 10%, the bank
said. That puts it in line with other
major European financial groups
that have been bailed out in recent
months. Government officials
pushed for the higher capitaliza-
tion level in a meeting Wednes-
day, according to people familiar
with the matter.

Commerzbank also moved
Thursday to issue a government-
backed bond totaling Œ5 billion as
part of the government bailout
package. Final pricing terms are
expected Friday.

A Finance Ministry spokesman
said the government’s stake in
Commerzbank shouldn’t be seen
as a partial nationalization, but as
“a strong signal for a strong Com-
merzbank.”

The government is expected to

appoint two representatives to
Commerzbank’s supervisory
board, according to people famil-
iar with the matter. Com-
merzbank's supervisory board,
akin to a U.S. board of directors,

has 10 shareholder representa-
tives and 10 labor representatives.

Commerzbank had been seen in
German banking circles as a for-
eign takeover target because it
lacked critical mass. Dresdner’s
frequent heavy losses, meanwhile,
had become a burden for Allianz
SE, the German insurance com-
pany that had bought Dresdner in
2001 for about Œ24 billion.

Commerzbank and Allianz had
to rework their original deal in
late November as deteriorating
economic conditions and falling
stock prices threatened to unravel
the tie-up. The reworked terms
gave Commerzbank a nearly Œ5 bil-
lion discount—roughly half the
original price—to take over Dresd-
ner.

Credit-rating agency Moody’s
Investors Service’s announce-
ment last year of stricter rules for
evaluating the credit risk of collat-
eralized debt obligations threat-
ened to burden Dresdner’s bal-
ance sheet by requiring the bank
to set aside more capital to cover
risks, according to one person fa-
miliar with the matter.

Allianz said Thursday that it
will boost Dresdner’s capital by
Œ1.45 billion by transferring collat-
eralized debt obligations of Dresd-
ner with a nominal value of Œ2 bil-
lion to Allianz, at a purchase price
of Œ1.1 billion. Following the fresh
capital injection by the govern-
ment, Allianz’s stake in the com-
bined Commerzbank-Dresdner
will drop to about 14% from 18% en-
visaged earlier.

Commerzbank shares plunged
14% in Frankfurt to Œ5.25, while Al-
lianz shares closed down 5.4% to
Œ66.67.

 —Ulrike Dauer and William
Launder in Frankfurt

contributed to this article.
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rate at 0.5% by March.
U.K. policy makers have moved

swiftly before, notably in times of
war and protest. At the start of
World War I in 1914, U.K. rates fell
sharply, from 8% in July to 5% in Au-
gust.

On September 16, 1992, when
speculators forced sterling out of
the European exchange-rate mecha-
nism, the U.K. government—which
controlled monetary policy until
the Bank of England won indepen-
dence in 1997—raised interest rates
to 12% from 10% in a single day. By
November of that year, rates fell to
7%.

The pace of recent moves “has
been a massive, rapid reduction, un-
precedented in recent history,” said
Simon Hayes, an economist with
Barclays Capital in London. “It just
shows you how dire the situation
is.”

Having outperformed its eco-
nomic peers for over a decade, the
U.K. economy is expected to be one
of the biggest casualties of the
credit crisis. British gross domestic
product contracted by 0.6% in the
third quarter of 2008. Recent eco-
nomic data suggest the picture has
deteriorated. House prices fell by
about 16% last year, unemployment
is at its highest in nearly a decade
and manufacturing activity con-
tracted for the eighth straight
month in December.

U.K. rate cuts to date have had lit-
tle success convincing banks to
boost lending to U.K. businesses
and consumers. Official data last
week showed lending fell sharply in
the final months of 2008, intensify-
ing worries that the government’s
£500 billion ($725 billion) bank-res-
cue plan is failing to get money flow-
ing.

“Banks are becoming so risk-
averse that even for purchasers
with good track records, they want
a low valuation on a house and a
higher deposit, as they are looking
at worst-case-scenarios of falling”
house prices, said David Adams,
head of residential sales for Chester-
ton and Humberts, a real-estate
agency in England.

With interest rates near zero,
the Bank of England and U.K. Trea-
sury are examining contingency
plans for other ways to boost the
economy, officials say. These could
include buying corporate and gov-
ernment debt, which would free
banks to lend more. But govern-
ment officials stressed on Thursday
that the U.K. isn’t close to doing this
yet.

Most economists say the U.K.
government is unlikely to embark
on such radical steps before the cen-
tral bank’s recent cuts have had a
chance to seep further into the
economy. Policy makers are also
likely to try to lower the interest
rate further before debuting radi-
cal programs.

ECB policy makers acknowledge
the deepening economic malaise.
Markets expect the central bank to
deliver a half-percentage-point rate
cut, to 2%, at its meeting next week.
Many private-sector economists
forecast the policy rate will hit 1%
by mid-year. But some policy mak-
ers have expressed reluctance to
keep cutting rates quickly.

There are some signs that global
central banks’ rate cuts and other
measures might be working. One
measure of confidence in the bank-
ing sector—the London interbank
offered rate, a benchmark reflecting
the rates at which banks lend to one
another for three month-periods—
fell to 2.5025% Thursday, down

from Wednesday’s 2.56875% and its
peak of 6.3075% on Oct. 1. Dollar-
and euro-denominated Libor rates
also eased.

Many U.K. banks Thursday, in-
cluding Lloyds TSB Group PLC,
HSBC PLC and Barclays PLC also
said they would pass on the 0.5%
cut to many or all of their custom-
ers.

The U.K. government is also
mulling a range of options to kick-
start lending in Britain, including
extending government guarantees
on loans to business and guaran-
teeing bonds backed by assets
such as car loans and mortgages,
people familiar with the matter
say.

Having already pushed its target
interest rate to near zero, the Fed-
eral Reserve has entered a different
stage in its battle to save the econ-
omy. As its target interest rate can’t
go much lower, the Fed is taking
other measures to stabilize markets
and stimulate growth.

The Fed has started purchasing
mortgage-backed securities backed
by Fannie Mae and Freddie Mac.
Next month, it plans to roll out a
lending program that will provide fi-

nancing to support the market for
securities backed by consumer
loans, auto loans and other kinds of
debt. In the process, the Fed hopes
to bring down other interest rates
that it doesn’t usually target, such
as those on mortgages or auto
loans.

The ECB has also taken uncon-
ventional steps to get funds flowing
through the euro-zone economy, in-
cluding guaranteeing banks unlim-
ited short-term funds at fixed inter-
est rates. But policy makers have
been more cautious with interest-
rate cuts, and ECB president Jean-
Claude Trichet has hinted he is disin-
clined to embark on purchases of
corporate or government debt
soon.

Grim data across the euro-
zone—a $12.2 trillion economy sec-
ond in size only to the U.S.—is put-
ting pressure on ECB policy makers
to act. Euro-zone economic senti-
ment fell to its lowest levels on
record in December as business or-
ders contracted and consumers reg-
istered growing fears of jobless-
ness, according to a European Com-
mission survey Thursday.

The moves by other central
banks could force the ECB’s hand.
“These policies ultimately amount
to a round of competitive deprecia-
tion,” said James Nixon, an econo-
mist with Credit Suisse in London.
That “will ultimately be reflected in
a weaker exchange rate. And if the
ECB tries to resist that, they’ll be
faced with a sharply appreciating
euro.”

 —Jon Hilsenrath in Washington
contributed to this article.
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Currency commotion

wouldn’t otherwise declare bank-
ruptcy.

“This is the breakthrough we’ve
been waiting for. To have a major fi-
nancial institution support this legis-
lation will create an incentive for oth-
ers to come our way,” Sen. Durbin
said in an interview. “I want to con-
gratulate Citi for being open-
minded about this [and] playing a
major leadership role.”

Senate negotiators hope that Ci-
ti’s endorsement will inspire other
big mortgage lenders to endorse the
legislation, which some have al-
ready indicated they will. Democrats
want to include cramdown in the
$800 billion stimulus bill, which Con-
gress hopes to pass by mid-Febru-
ary. The House version of the bill
was also introduced this week.

According to industry data, one
in 10 U.S. homeowners—about 4.6
million people—are either delin-
quent in their mortgage payments
or in the process of foreclosure. The
number of people filing for Chapter
13 bankruptcy, in which debtors can
pay back their debt over three to five
years, rose to 263,756 in the first
nine months of 2008, up from
234,375 in the same period a year
earlier, according to the American
Bankruptcy Institute.

About two-thirds of debtors who
file for Chapter 13 bankruptcy have a
mortgage, judges and lawyers say.
Half of them aren’t able to keep pay-
ing the mortgage as part of their re-
organization and could benefit from
the cramdown proposal, they say.

Many congressional Democrats
and President-elect Barack Obama
have supported changing the law for
homeowners in bankruptcy, saying
banks that have accepted federal aid

should be doing more to help Ameri-
cans wrestling with debts they can’t
pay. While the agreement makes
eventual passage of the measure
more likely—particularly in the new
Democratic Congress—the bill could
still face a fight. Republicans have
opposed similar proposals in the
past.

The Senate bill is supported by
Sen. Christopher Dodd of Connecti-
cut, Democratic chairman of the Sen-
ate Banking Committee. Democratic
Sen. Chuck Schumer of New York,
one of Citi’s home-state senators,

worked with the lender to help reach
a compromise.

The cramdown agreement goes
further than any compromise dis-
cussed with lenders before the cur-
rent Congress. Now, Democrats have
the votes they need to pursue bold
populist measures that were repeat-
edly defeated last year, particularly
in the closely divided Senate, where
Republicans used procedural maneu-
vers to quash many of Democrats’ fa-
vorite initiatives, including cram-
down.

Currently, bankruptcy judges can
reduce auto and student loans, and
mortgages on second homes for peo-
ple in bankruptcy, but they can’t
touch the terms of a primary mort-
gage. The Democrats’ proposal al-
lows judges to force major reduc-

tions in home loans, after homeown-
ers certify that they have attempted
to contact their lenders about a mort-
gage reduction before bankruptcy
proceedings begin. They don’t, how-
ever, have to have engaged in negoti-
ations with their banks.

The cramdown bill would apply
to all mortgage loans, including but
not limited to subprime loans, writ-
ten any time prior to the bill’s date of
enactment. It allows judges to lower
principal or interest rates, extend
the term of the loan, or any combina-
tion of the three.

In a concession to lenders, if a
lender is found to have violated the
Truth in Lending Act during bank-
ruptcy proceedings, the institution
would be subject to fines but
wouldn’t have to forgive the loan, as
is the case currently. Major viola-
tions would still be subject to full
sanctions under the law. Under this
bill, the TILA provisions would pre-
empt any state lending laws.

The deal positions Citigroup, one
of the U.S.’s biggest mortgage lend-
ers, as a bank willing to work with
congressional Democrats and the in-
coming Obama administration to ad-
dress the housing crisis. The bank
faces tough scrutiny by the new Con-
gress, where Democratic leaders
have questioned the bank’s efforts
to help struggling homeowners.

Citigroup declined to comment
before a formal announcement of
the deal.

The U.S. government last year
pumped a total of $45 billion in capi-
tal into Citigroup and also agreed to
shoulder hundreds of billions of dol-
lars of potential losses on the compa-
ny’s risky assets.

 —David Enrich and Amir Efrati
contributed to this article.
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Pakistani official is fired
Gilani’s dismissal
of security adviser
reflects serious rift

FROM PAGE ONE

The move marks a
surprising change of
direction by the
banking industry.

By Zahid Hussain

ISLAMABAD—The firing of a top
Pakistani security official reveals
growing divisions within the govern-
ment here over how to handle inves-
tigations into November’s terrorist
attacks in Mumbai and renews ques-
tions about the country’s ability to
manage the crisis.

Prime Minister Yousuf Raza Gi-
lani on Wednesday sacked the coun-
try’s national security adviser, Mah-
mood Durrani, for confirming that
the sole surviving Mumbai attacker,
Mohammed Ajmal Kasab, is a Paki-
stani citizen.

The unexpected move exposed
deep strains in the shaky civilian ad-
ministration. President Asif Ali Zar-
dari, who appointed Mr. Durrani to
his post, wasn’t consulted on the de-
cision to fire him and learned of it
only after it had been made public,
according to presidential aides.

Mr. Durrani, a retired army gen-
eral, was fired shortly after an inter-
view with an Indian television net-
work Wednesday in which he con-
firmed that Mr. Kasab is a Pakistani.
A statement issued by Mr. Gilani’s of-
fice that evening accused Mr. Dur-
rani of “irresponsible behavior” and
of making an unauthorized an-
nouncement.

Mr. Durrani, who had also served

as ambassador to Washington, said
he was shocked when he heard the
news of his removal on a private Pa-
kistani news network. He denied any
wrongdoing. “It had already been de-
cided that we should confirm that
the gunman was a Pakistani because
hiding that makes no sense,” he told
The Wall Street Journal in a tele-
phone interview Thursday.

Mr. Durrani’s disclosure marked
the first time a Pakistan government
official has acknowledged Mr. Kas-
ab’s Pakistani origin. Since the Mum-
bai attacks, Islamabad had dismissed
any Pakistani link to the 60-hour
siege of India’s commercial and finan-
cial center, which sharply escalated
tension between two nuclear-armed
South Asian rival powers. The attacks
claimed 171 lives, including those of
nine terrorists—all said by India to be
operatives of Pakistan-based militant
group Lashkar-e-Taiba.

It wasn’t clear why Mr. Durrani
was singled out for punishment for
confirming Mr. Kasab’s nationality.
A few hours after his disclosure, Pa-
kistan Information Minister Sherry
Rehman and the country’s foreign
ministry also publicly confirmed
Mr. Kasab’s Pakistani citizenship.

India has blamed Lashkar-e-
Taiba, once patronized by Paki-
stan’s military spy agency, Inter-Ser-
vices Intelligence, for staging the
Mumbai attacks. Indian Prime Minis-
ter Manmohan Singh stepped up a
war of words with Islamabad this
week, alleging publicly for the first
time that the assault “must have
had the support of some official
agencies in Pakistan.” Islamabad

has denied the allegation.
Mr. Durrani’s dismissal came

amid reports of mounting differ-
ences between Prime Minister Gi-
lani and President Zardari. Political
analysts said Mr. Durrani’s sacking
was the latest instance of confusion
over who is in charge in Pakistan.

In his interview, Mr. Durrani con-
tended he was removed because Mr.
Gilani was unaware of a decision by
Mr. Zardari and senior security offi-
cials to publicly confirm Mr. Kasab’s
nationality and because the prime
minister felt the need to exert his au-
thority. Officials at the prime minis-
ter’s office weren’t immediately
available for comment.

A senior aide to Mr. Zardari said
the president wasn’t consulted by
Mr. Gilani on his decision to dismiss
Mr. Durrani, which he came to know
about after it had already been an-
nounced. “The prime minister did
not consult anyone, not even his cab-
inet ministers,” said the aide.

A reversal of the decision by Mr.
Zardari could plunge the country
into a serious political crisis, the
aide said, because it would openly
pit Mr. Zardari against Mr. Gilani.

Under Pakistan’s constitution,
the prime minister is the country’s
chief executive, but, in fact, all ma-
jor decisions are taken by President
Zardari—a situation that is creating
tension between the two leaders.
Mr. Durrani was appointed to his se-
curity post—which involves advis-
ing the prime minister—by Mr. Zar-
dari and reported to the president
directly, an arrangement political
analysts said Mr. Gilani resented.
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Obama urges lawmakers
to act swiftly on stimulus
Passage of legislation
sought within weeks;
new warning on jobs

LEADING THE NEWS

U.S. President-elect Barack Obama made his economic-stimulus pitch Thursday
during a formal speech at George Mason University in Fairfax, Virginia.
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By Jonathan Weisman

FAIRFAX, Va.—U.S. President-
elect Barack Obama, warning of “a cri-
sis unlike any we have seen in our life-
time,” implored Congress Thursday
to move within weeks on a massive
economic recovery package.

But congressional lawmakers are
beginning to chafe at the president-
elect’s demands for speed and are
showing signs that they will take their
time to help shape a stimulus pro-
gram pegged at $800 billion but likely
to grow.

Mr. Obama’s speech at George Ma-
son University was his first formal ad-
dress since his election and the offi-
cial launch of his sales pitch, laid out
before an audience of governors, may-
ors, lawmakers and aides. He warned
that an employment report due out
Friday will show 2008 to be the worst
year since World War II. He embraced
the role and power of government in
language not heard since the Republi-
can tide of 1994, declaring, “Only gov-
ernment can break the vicious cycles
that are crippling our economy.”

And he conceded that his Ameri-
can Recovery and Reinvestment Plan
will “certainly add to the budget defi-
cit”—already projected to be $1.2 tril-
lion for this fiscal year. But, he said,
the alternatives to bold and expensive
action would be unthinkable.

“Equally certain are the conse-
quences of doing too little or nothing
at all, for that will lead to an even
greater deficit of jobs, income and con-
fidence in our economy,” Mr. Obama
said. “I’m asking Congress to work
with me and my team, day and night,
on weekends if necessary, to get the
plan passed in the next few weeks.”

With the president-elect still
nearly two weeks from Inauguration
Day, Congress has begun to march in
its own direction. Lawmakers are
eyeing two large pots of money,
$300 billion in tax cuts and $500 bil-
lion in spending.

Rep. James Moran (D., Va.), a mem-
ber of the House Appropriations Com-
mittee, said the panel plans to hold
hearings all month to try to draft final
legislation, but he said Mr. Obama’s
deadlineof the scheduled Feb. 13 Presi-
dents Day recess would be “almost im-
possible to meet.” Rep. Bobby Scott
(D., Va.) vowed that Congress
wouldn’t go on recess without an eco-

nomic plan headed to President
Obama’s desk. But, he added, he didn’t
think Congress would be taking its
Feb. 13 break on schedule.

Mr. Obama’s team has laid out
some components of his plan: a
$500-per-worker tax cut; generous
tax write-offs for businesses suffer-
ing losses in 2008 and 2009; incen-
tives for business investment; tax
credits for new hiring; around $100
billion for health care; billions for
old-style building and renovation
projects targeting roads, bridges, wa-
ter systems and schools; and billions
more to foster alternative energy, en-
ergy-efficiency efforts, and upgrad-
ing electrical grids.

His speech didn’t offer more clar-
ity on dollar figures, but he did lay
out new goals: doubling the produc-
tion of alternative energy in three
years, upgrading the efficiency of
more than 75% of federal buildings
and two million private homes, and
computerizing all medical records in
five years. To his wish list, he also
added requests not usually consid-
ered classical economic stimulus,
such as teacher training and scien-
tific and medical research. “Every
day we wait or point fingers or drag
our feet, more Americans will lose
their jobs,” he said in a pointed refer-
ence to Congress froma former sena-
tor increasingly taking on the trap-
pings of the presidency.

But a plan once targeted for com-
pletion by Mr. Obama’s Jan. 20 swear-
ing-in is now facing uncertain delays
and some opposition.

Exxon Mobil Corp. Chief Executive
Rex Tillerson slammed the president-
elect’s alternative-energy pledge in a
Washington speech Thursday, saying
it would be impossible to double re-
newable energy production as energy
demand sinks, credit for new invest-
ment dries up and technological ad-
vances lag.

“Let’s be realistic about time
frames, let’s don’t fool ourselves,”
Mr. Tillerson said. “If you include
biofuels, which are already at [fed-
eral] mandate levels...doubling that
would require you to have available
cellulosic conversion technology,
which does not exist today. In terms
of wind, there simply is not the man-
ufacturing capacity today to build
wind turbines...they’re already back-
ordered.”

House Minority Leader John A.
Boehner (R., Ohio) said Congress
must find a balance between eco-
nomic stimulus and deficit aware-
ness. “Yes, our economy needs
help,” he said. “But at the end of the
day, how—how much debt are we go-
ing to pile on future generations?”
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BC Partners Chairman Reidel steps down
Hard times speed up
a generational shift
for private equity

— 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.

U.K. real-estate company
Foxtons, a BC Partners
portfolio company, has
been hit hard by the
downturn.

Few banks mark to maturity

By James Mawson

BC Partners Ltd.’s chairman,
Jens Reidel, is stepping down. Two
of the private-equity firm’s nine
managing partners, New York-
based Raymond Svider and Geneva-
based Francesco Loredan, will suc-
ceed him as co-chairmen.

Mr. Reidel will remain at the
firm and help with its portfolio
companies. Messrs Svider and Lore-
dan will continue working on deals,
taking the U.S. and Middle East,
and Asia and Europe, as respective
spheres of influence.

Like many of its peers, BC Part-
ners has lost a number of its senior
staff as the firm has made a transi-
tion away from the founding team
that worked under Otto van der

Wyck. The most recent se-
nior staff member to de-
part was managing partner
Simon Palley.

A large number of pri-
vate-equity firms are begin-
ning to make a shift be-
tween their founders and
the next generation. Head-
hunters and investors have
said the economic down-
turn will speed up the pro-
cess by putting pressure on
private-equity firms’ strate-
gies and investments.

Mr. Reidel, who also
headed BC Partners’ Lon-
don office alongside An-
drew Newington and Ste-
fano Quadrio Curzio, was re-
garded as a pivotal figure.
Chairman since 2004, he
helped set the firm’s strat-
egy, although the entire
team of managing partners
approved all deals.

He joined BC Partners in
1992 from Munich Trust, a
German buyout firm he co-
founded. He previously
worked for cosmetics and
medical-products company
Beiersdorf AG in Germany
and Canada for 13 years.

As part of the reshuffle, BC Part-
ners has hired Charles Bott, former
European chairman of financial
sponsors at Goldman Sachs Group
Inc., to be co-head of its investor re-

lations and a managing partner.
Mr. Bott will work initially with

New York-based Kevin O’Donohue,
who is retiring at the end of the
year.

BC Partners is reshaping its

team ahead of its
planned fund raising
next year, which will be
led by Mr. Bott. BC Part-
mers closed its eighth
fund at a then-record
Œ5.8 billion ($7.9 billion)
in June 2005. It hopes to
beat that benchmark in
its next fund raising, al-
though investment con-
ditions and investor ap-
petite will decide the fi-
nal size.

Jonathan Hosgood,
co-head of sponsor origi-
nation and leveraged fi-
nance at Barclays Capi-
tal, the investment bank-
ing arm of Barclays
Bank, is also joining BC
Partners as a partner. He
will lead a new team able
to invest up to several
hundred million euros,
particularly in the debt

of BC Partners’ portfolio compa-
nies.

Like many of its peers, BC Part-
ners has seen a number of its port-
folio companies—including U.K.
real-estate company Foxtons , Ital-

ian directories business Seat
Pagine Gialle and industrial com-
pany Baxi—struggle. Last year, it
wrote off about Œ100 million on
Mark IV, a New York- and Turin, It-
aly-based manufacturing company.

Overall, though, a weighted av-
erage of the underlying profits of
their portfolio companies in-
creased 8.5% last year, compared
with 9.4% growth in 2007. The per-
formance is still expected to be pos-

itive this year, Mr. Svider said in an
interview.

BC Partners is one of the U.K.’s
largest private-equity firms and
consistently places in the top 25%
of private-equity firms when it
comes to performance, or money re-
turned to investors. It has invested
in 67 companies with a total enter-
prise value of Œ63 billion since its
inception in 1986. It has 15 portfo-
lio companies with aggregate sales
of Œ21 billion.
 —Paul Hodkinson

and Jennifer Bollen
contributed to this article.

Corporate-service firms
bulk up distress teams

www.efinancialnews.com

Like many of its
peers, BC Partners
has lost a number of
its senior staff.

By Liam Vaughan

And Matt Turner

In preparation for a deluge of
work from distressed companies,
two firms that provide support ser-
vices for the capital markets are
bulking up their teams for crisis man-
agement and restructuring advice.

Public-relations firm Financial
Dynamics, a unit of FTI Consulting
Inc., has launched a restructuring
and recapitalization communica-
tions practice, which it describes as
Europe’s first.

The team will be made up of about
30 employees across a range of loca-
tions and will be led jointly by senior
managing directors Giles Sanderson
and Jonathan Hawker. Financial Dy-
namics has worked with companies in-

cluding U.K. lender Northern Rock
PLC and U.S. insurer American Inter-
national Group Inc., both of which
were bailed out by their governments.

Accounting and advisory firm De-
loitte LLP has reorganized its corpo-
rate-finance operations to cope
with the higher demand for advice
from distressed companies, rede-
ploying six partners and 50 senior
professionals to its restructuring
team since the start of the year.

Reorganization services include
capital management, debt advisory,
turnaround planning and insol-
vency advice to the management
and stakeholders of underperform-
ing and distressed businesses, ac-
cording to the Deloitte Web site.

The bulk of the staff has been
moved from less busy teams.
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By Matt Turner

Less than half of European banks
took advantage of changes to ac-
counting methods introduced last
year to help value problem assets,
according to a new report.

In October, the International Ac-
counting Standards Board amended
rule IAS 39, which required banks to
mark assets to their current market
value so that the banks could in-
stead mark assets to maturity.

This potentially allows banks to
reduce the amount they write down
on some investments. Rather than
quoting the market price as the

value, they can calculate the loss on
a hold-to-maturity basis spread the
potential loss across a number of
years.

Under mark-to-market rules, as-
sets for which no market exists can
be deemed worthless. This has led
to multi-billion dollar writedowns
by global banks since 2007.

However, a report by the Com-
mittee of European Securities Regu-
lators, which is made up of represen-
tatives from European Union mem-
ber states, found that only 31% of fi-
nancial institutions had taken up
the option to reclassify assets to the
hold to maturity category.
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Audi posts the rare sales increase

GM confronts deadline
on cost-cutting labor plan

BMW uses Brian Unger, of Discovery Channel’s ‘Some Assembly Required,’ to weigh diesel’s mileage against gasoline’s.

BMW works to clean up diesel’s image
Auto maker’s high-profile print and online campaign attempts to bring Americans in line with Europeans

By Christoph Rauwald

FRANKFURT—In a rare bright
spot among auto makers, Audi AG
Thursday said sales rose 4.1% in
2008 and were up 17% in December,
powered by its new Q5 small sport-
utility vehicle and the new genera-
tion of its A4 series.

The performance of Audi, the pre-
mium brand and key earnings con-
tributor of Volkswagen AG, comes
at a time when auto makers around
the globe are slashing production as
demand for new cars in major mar-
kets such as the U.S., Western Eu-
rope and Japan remains woeful.

Audi has been increasing sales in
recent years by revamping core mod-
els like its best-selling A4 and the TT
with sleek looks and better technol-
ogy while also extending its model
lineup to include sport-utility vehi-
cles and sports cars like the R8.

Last year, Audi narrowed the gap
with its two larger German rivals,
partly because it is relatively less ex-
posed to the eroding U.S. market.
BMW AG and Daimler AG’s Mercedes-
Benz brand, the world’s two best-sell-
ing premium auto makers, have been
hit hard by the U.S. market downturn.

On Thursday, Mercedes-Benz said
it sold 1.12 million cars in 2008, down
5.4% compared with 2007. BMW is ex-
pected Friday to release sales data
for the full year. Both Mercedes-Benz
and BMW had to revise downward
their sales targets last year, while
Audi didn’t change its 2008 forecast.

Overall sales for the year for Mer-
cedes-Benz Group, which includes
Mercedes, AMG, Smart and Maybach
cars, fell 2.3% as growing sales of the

ultracompact Smart cars helped off-
set a weaker end to the year.

Profit figures for Audi are ex-
pected March 13, when parent Volks-
wagen reports earnings.

Audi said 2008, with sales of just
over one million, was its 13th consecu-
tive year of record sales. In December,
it sold 82,800 cars. Audi’s next long-
term target is 1.5 million sales a year
by 2015. Its growth last year was
fueled mainly by rising sales in Europe
and the Asia-Pacific region. In the U.S.,
Audi’s sales fell 6.1% to 87,760 cars.

Ingolstadt-based Audi had ini-
tially planned to reach the target of
100,000 car sales in the U.S. in 2008
but abandoned that goal as market
conditions deteriorated.

Persistent weakness in the U.S.

could pose a problem for Audi in
coming months. Audi aims to more
than double its U.S. sales to 200,000
as part of an ambitious global expan-
sion plan. But Chief Executive Ru-
pert Stadler recently indicated that
this target might not be reached by
2015 as initially expected if the unfa-
vorable market conditions continue.

Audi executive-board member Ulf
Berkenhagen said in November that
beefing up its U.S. presence is crucial
for Audi to reach its growth targets in
coming years. “Growth won’t be possi-
ble for Audi without North America,”
Mr. Berkenhagen said at an industry
conference. North America accounts
for about 12% of Audi’s annual reve-
nue. The U.S. is Audi’s third-largest ex-
port market after China and the U.K.

By Suzanne Vranica

Think clean. Think green. Think,
um, diesel.

BMW AG’s North American busi-
ness is kicking off a major advertising

campaign, to begin
airing this week-
end, as part of an

ambitious effort to promote two of
its diesel vehicles: the X5 xDrive35d
crossover and the 335d sedan.

Convincing Americans that diesel
isn’t a dirty word won’t be easy.
While Europeans have embraced die-
sel cars, thanks to tax breaks and a
cleaner emissions profile than in
years past, Americans haven’t yet
warmed up to the idea. Never mind
that overall car sales have been ane-
mic.

“When people think of diesel, they
think dirty, noisy and smelly. It’s the
complete opposite of anything that is
associated with green,” says David
Matathia, planning director at
GSD&M Idea City, the ad firm owned
by Omnicom Group that crafted the
campaign. It’s an image that has been
cemented into the psyche of Ameri-
cans since the 1970s, when demand
for diesel cars briefly surged because
of the energy crisis.

BMW says America’s perception
of diesel lags behind the reality.
While most people associate the fuel
with soot-spouting trucks, today
there are cleaner diesel engines that
run on low-sulfur fuel. “They are de-
monstratively better than they were
25 years ago,” says Patrick F. Mc-

Kenna, the German auto maker’s U.S.
marketing manager. Because diesel
gets better mileage than gasoline, it
emits fewer greenhouse gases. Diesel
still releases pollutants that gasoline
doesn’t, but they can be minimized
with filters.

To change diesel’s negative per-
ception, BMW is using ads that feel
like a grammar-school science les-
son. The teacher: Brian Unger, the
host of “Some Assembly Required,” a

Discovery Channel show that ex-
plains how things such as toilets,
crash-test dummies and plasma TV
sets are made.

In one commercial, Mr. Unger
uses a scale to weigh beakers of fuel.
“If this is the amount of gas it takes to
go 10 miles, then this is the amount of
diesel that it takes to go the same dis-
tance,” he says, showing off less liq-
uid in the diesel beaker. In another
spot, he holds up a tiny metal ball.

“Imagine this is a gallon of fuel,” he
says. “If we all switched to diesel, we
could save 90 million of these every
single day.” Millions of little metal
balls begin to rain down on Mr. Unger.

It’s the first time in a decade that
BMW has enlisted the help of a pitch-
man. The campaign will also include
print and online ads.

The ads are starkly different from
the typical environmentally friendly
pitch, which tends to be crammed
with images of green trees and blue
oceans. BMW says it intentionally
made the ads simple and avoided cli-
chéd images to break out of green-ad
clutter.

The new campaign comes at inop-
portune time. The U.S. auto industry
is suffering from abysmal car de-
mand as consumers tighten their
belts, and car companies around the
world feel the pain. Moreover, gas

prices have plunged since the sum-
mer. That could make consumers
leery of paying more for a diesel
model and then still more for the fuel.
Regular gasoline sold for a national
average of $1.73 a gallon Wednesday,
while diesel sold for $2.41 a gallon, ac-
cording to the AAA auto club.

In addition, diesel pumps still can
be hard to find in the U.S., and drivers
sometimes have to fill up at pumps
used by 18-wheelers. Diesel is up to
30% more fuel-efficient than gas,
auto makers say, but since diesel is
more expensive, the ultimate eco-
nomic benefit to the driver may be
small, or nil, in some cases.

The Munich car maker thinks the
economy may play in its favor. Re-
search shows that although people
are cutting back, when they do spend
they are “looking to make smart
choices, and diesel is a smart choice,”
says Mr. McKenna. As far as filling up
are concerned, “people still have fuel
prices in mind for the long term,” he
says.

It’s a challenge to put “diesel” up
against the positive image that “hy-
brid” evokes in the minds of many
Americans these days. Still, the asso-
ciation of a hybrid with a plush
meadow or hip celebrities is itself
partly a result of the hundreds of mil-
lion of dollars the auto giants have
spent on marketing those vehicles
over the past few years.

While BMW won’t reveal what it
plans to spend on the campaign, the
amount won’t come close to the
mounds of ad dollars that have been
put into hybrid ads. BMW’s entire ad
spending in the U.S. in 2007 totaled
$147 million, according to WPP’s TNS
Media Intelligence.

The company says it will be using
new tricks to get its message across.
For the first time in several years,
BMW will air its new ads on high-pro-
file network TV shows. The campaign
will kick off during the season pre-
miere of Fox’s “24” this Sunday.

Audi attributed its sales growth in 2008 to rising sales in Europe and the
Asian-Pacific region. Above, an Audi car dealer in Riga, Latvia, in November.
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By Sharon Terlep

And Jeff Bennett

General Motors Corp. said it
needs to have key elements of a cost-
cutting labor deal with the United
Auto Workers in place by Feb. 17 to
comply with last month’s $17.4 bil-
lion federal bailout.

GM and Chrysler LLC are re-
quired to get their labor costs in line
with the U.S. operations of foreign-
based competitors under terms of
the low-interest loans from the gov-
ernment to avoid bankruptcy. Ford
Motor Co. didn’t ask for funding but
is expected to push for the same la-
bor concessions granted to its rivals.

The deadline gives Detroit’s auto
makers and the union fewer than six
weeks to negotiate changes to the
four-year labor agreement reached in
2007 after short strikes against GM
and Chrysler. While the loan deal
gives GM and Chrysler until March 31
to finalize changes to the labor con-
tract and get them approved by UAW
members, the companies are required
to present key elements on Feb. 17.

GM spokesman Tony Sapienza

said the companies at that time must
present plans to alter worker sever-
ance pay, compensation and work
rules that govern the factory floor.

“We are working toward meeting
that deadline,” he said Wednesday.

Chrysler spokeswoman Mary
Beth Halprin declined to comment
on the deadline. “Discussions with
our constituents have continued
since we submitted our plan to the
government on Dec. 2,” she said.

The auto companies may be hard-
pressed to cut a final deal by Feb. 17,
given the complexity of issues in-
volved in negotiations, according to
people familiar with negotiations.

In addition to reducing labor
costs, the union and auto makers
must alter an agreement under which
the union is to assume responsibility
for retiree medical benefits. But even
as top bargaining officials convened
Wednesday, key aspects of the deal re-
mained unclear. Detroit’s auto mak-
ers and the United Auto Workers are
scrambling to decipher the federal
mandate requiring labor-cost reduc-
tions as the two sides prepare to
launch a critical round of talks.
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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.

3.54% 9 World -a % % 174.44 –0.87% –39.7% 5.62% 10 U.S. Select Dividend -b % % 569.73 –0.27% –30.0%

% Global Dow 1066.30 –1.70% –37.7% 1553.49 –1.19% –42.0% 4.61% 13 Infrastructure 1248.70 0.19% –30.9% 1614.82 –0.43% –36.4%

4.79% 9 Stoxx 600 208.80 –0.73% –39.6% 213.89 –0.22% –43.7% 2.37% 6 Luxury 614.60 –2.17% –38.2% 714.82 –1.66% –42.5%

4.82% 9 Stoxx Large 200 227.60 –0.63% –39.6% 231.95 –0.12% –43.8% 2.68% 6 BRIC 50 252.30 –1.39% –54.0% 326.22 –2.00% –57.7%

4.66% 10 Stoxx Mid 200 178.70 –1.12% –39.0% 182.03 –0.61% –43.2% 3.65% 3 Africa 50 578.90 –1.23% –48.1% 498.40 –1.84% –52.2%

4.52% 10 Stoxx Small 200 108.00 –1.55% –40.9% 109.97 –1.05% –45.0% 6.95% 4 GCC % % 1278.83 –0.21% –55.6%

4.91% 8 Euro Stoxx 230.50 –0.92% –41.6% 236.12 –0.41% –45.6% 4.24% 9 Sustainability 676.80 –1.96% –36.9% 783.63 –1.48% –41.3%

4.91% 8 Euro Stoxx Large 200 248.80 –0.88% –42.1% 253.30 –0.37% –46.1% 2.82% 10 Islamic Market -a % % 1499.63 –0.85% –35.6%

4.87% 9 Euro Stoxx Mid 200 204.30 –0.82% –39.2% 207.97 –0.30% –43.4% 3.09% 10 Islamic Market 100 1489.40 –1.82% –26.7% 1747.99 –1.34% –31.8%

5.03% 11 Euro Stoxx Small 200 121.80 –1.83% –39.3% 123.85 –1.32% –43.5% 3.09% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1213.60 –0.90% –57.4% 1424.75 –0.39% –60.4% 2.71% 13 Wilshire 5000 % % 9058.61 –1.02% –36.4%

7.23% 7 Euro Stoxx Select Div 30 1399.20 –0.92% –54.8% 1648.96 –0.41% –57.9% % DJ-AIG Commodity 118.20 –1.49% –33.1% 117.76 –0.98% –37.7%

*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 1.4074 2.1443 1.2885 0.1797 0.0479 0.2022 0.0154 0.3621 1.9334 0.2594 1.1875 ...

 Canada 1.1851 1.8056 1.0850 0.1513 0.0403 0.1703 0.0130 0.3049 1.6280 0.2185 ... 0.8421

 Denmark 5.4250 8.2655 4.9668 0.6928 0.1845 0.7794 0.0594 1.3957 7.4526 ... 4.5777 3.8547

 Euro 0.7279 1.1091 0.6665 0.0930 0.0248 0.1046 0.0080 0.1873 ... 0.1342 0.6142 0.5172

 Israel 3.8870 5.9222 3.5587 0.4964 0.1322 0.5584 0.0426 ... 5.3398 0.7165 3.2799 2.7619

 Japan 91.2650 139.0514 83.5569 11.6551 3.1038 13.1116 ... 23.4795 125.3753 16.8230 77.0104 64.8483

 Norway 6.9607 10.6052 6.3728 0.8889 0.2367 ... 0.0763 1.7908 9.5622 1.2831 5.8735 4.9459

 Russia 29.4040 44.7999 26.9206 3.7551 ... 4.2243 0.3222 7.5647 40.3937 5.4201 24.8114 20.8930

 Sweden 7.8305 11.9305 7.1691 ... 0.2663 1.1250 0.0858 2.0145 10.7571 1.4434 6.6075 5.5640

 Switzerland 1.0923 1.6642 ... 0.1395 0.0371 0.1569 0.0120 0.2810 1.5005 0.2013 0.9217 0.7761

 U.K. 0.6563 ... 0.6009 0.0838 0.0223 0.0943 0.0072 0.1689 0.9016 0.1210 0.5538 0.4664

 U.S. ... 1.5236 0.9155 0.1277 0.0340 0.1437 0.0110 0.2573 1.3737 0.1843 0.8438 0.7105

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 406.75 –9.75 –2.34% 816.00 305.50
Soybeans (cents/bu.) CBOT 989.50 –0.50 –0.05 1,653.50 779.25
Wheat (cents/bu.) CBOT 612.50 –0.75 –0.12 1,275.00 471.00
Live cattle (cents/lb.) CME 83.150 –2.625 –3.06 117.650 80.600
Cocoa ($/ton) ICE-US 2,616 20 0.77% 3,228 1,884
Coffee (cents/lb.) ICE-US 113.45 –0.75 –0.66 181.60 102.15
Sugar (cents/lb.) ICE-US 12.03 0.05 0.42 15.85 9.89
Cotton (cents/lb.) ICE-US 50.42 0.81 1.63 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,865.00 –120 –6.05 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,836 51 2.86 1,861 992
Robusta coffee ($/ton) LIFFE 1,952 unch. unch. 2,747 1,580

Copper (cents/lb.) COMEX 147.90 –3.25 –2.15 398.40 125.50
Gold ($/troy oz.) COMEX 854.50 12.80 1.52 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1109.70 –0.80 –0.07 2,122.50 851.00
Aluminum ($/ton) LME 1,551.50 –62.50 –3.87 3,340.00 1,463.50
Tin ($/ton) LME 11,050.00 –700.00 –5.96 25,450 9,750
Copper ($/ton) LME 3,205.00 –228.00 –6.64 8,811.00 2,815.00
Lead ($/ton) LME 1,145.00 –25.00 –2.14 3,460.00 870.00
Zinc ($/ton) LME 1,250.00 –61.00 –4.65 2,840.00 1,065.00
Nickel ($/ton) LME 11,550 –1,100 –8.70 33,600 9,000

Crude oil ($/bbl.) NYMEX 41.70 –0.93 –2.18 148.17 35.13
Heating oil ($/gal.) NYMEX 1.5196 –0.0235 –1.52 4.3140 1.2136
RBOB gasoline ($/gal.) NYMEX 1.0882 0.0118 1.10 3.6000 0.8260
Natural gas ($/mmBtu) NYMEX 5.564 –0.310 –5.28 14.169 4.820
Brent crude ($/bbl.) ICE-EU 47.55 –1.12 –2.30 150.53 38.80
Gas oil ($/ton) ICE-EU 482.75 –21.50 –4.26 1,366.25 397.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Jan. 8
Per In

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

Argentina peso-a 4.7446 0.2108 3.4538 0.2895

Brazil real 3.1052 0.3220 2.2604 0.4424

Canada dollar 1.6280 0.6142 1.1851 0.8438
1-mo. forward 1.6291 0.6138 1.1859 0.8433

3-mos. forward 1.6291 0.6138 1.1859 0.8433
6-mos. forward 1.6274 0.6145 1.1847 0.8441

Chile peso 861.00 0.001161 626.75 0.001596
Colombia peso 3045.60 0.0003283 2217.00 0.0004511

Ecuador US dollar-f 1.3737 0.7279 1 1
Mexico peso-a 18.5596 0.0539 13.5102 0.0740

Peru sol 4.3170 0.2316 3.1425 0.3182
Uruguay peso-e 33.039 0.0303 24.050 0.0416

U.S. dollar 1.3737 0.7279 1 1
Venezuela bolivar 2.95 0.339000 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9334 0.5172 1.4074 0.7106
China yuan 9.3891 0.1065 6.8347 0.1463

Hong Kong dollar 10.6540 0.0939 7.7554 0.1289
India rupee 66.5719 0.0150 48.4600 0.0206

Indonesia rupiah 15043 0.0000665 10950 0.0000913
Japan yen 125.38 0.007976 91.27 0.010957

1-mo. forward 125.35 0.007977 91.25 0.010959
3-mos. forward 125.24 0.007984 91.17 0.010969

6-mos. forward 125.09 0.007994 91.06 0.010982
Malaysia ringgit-c 4.8638 0.2056 3.5405 0.2824

New Zealand dollar 2.3117 0.4326 1.6828 0.5943
Pakistan rupee 104.542 0.0096 76.100 0.0131

Philippines peso 64.395 0.0155 46.875 0.0213
Singapore dollar 2.0305 0.4925 1.4781 0.6765

South Korea won 1827.09 0.0005473 1330.00 0.0007519
Taiwan dollar 45.492 0.02198 33.115 0.03020
Thailand baht 47.875 0.02089 34.850 0.02869

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

Euro zone euro 1 1 0.7279 1.3737
1-mo. forward 1.0013 0.9987 0.7289 1.3719

3-mos. forward 1.0032 0.9969 0.7302 1.3694
6-mos. forward 1.0056 0.9945 0.7320 1.3662

Czech Rep. koruna-b 26.263 0.0381 19.118 0.0523
Denmark krone 7.4526 0.1342 5.4250 0.1843

Hungary forint 273.60 0.003655 199.17 0.005021
Norway krone 9.5622 0.1046 6.9607 0.1437

Poland zloty 4.0498 0.2469 2.9480 0.3392
Russia ruble-d 40.394 0.02476 29.404 0.03401

Slovak Rep. koruna 29.6359 0.03374 21.5730 0.04635
Sweden krona 10.7571 0.0930 7.8305 0.1277

Switzerland franc 1.5005 0.6665 1.0923 0.9155
1-mo. forward 1.5002 0.6666 1.0921 0.9157

3-mos. forward 1.4990 0.6671 1.0912 0.9164
6-mos. forward 1.4968 0.6681 1.0896 0.9178

Turkey lira 2.1351 0.4684 1.5542 0.6434
U.K. pound 0.9016 1.1091 0.6563 1.5236

1-mo. forward 0.9024 1.1082 0.6569 1.5224
3-mos. forward 0.9031 1.1073 0.6574 1.5211

6-mos. forward 0.9037 1.1066 0.6578 1.5202

MIDDLE EAST/AFRICA
Bahrain dinar 0.5179 1.9309 0.3770 2.6526
Egypt pound-a 7.5563 0.1323 5.5005 0.1818
Israel shekel 5.3398 0.1873 3.8870 0.2573

Jordan dinar 0.9740 1.0267 0.7090 1.4104
Kuwait dinar 0.3867 2.5863 0.2815 3.5529

Lebanon pound 2070.93 0.0004829 1507.50 0.0006634
Saudi Arabia riyal 5.1536 0.1940 3.7515 0.2666

South Africa rand 13.2567 0.0754 9.6500 0.1036
United Arab dirham 5.0455 0.1982 3.6728 0.2723

SDR -f 0.9007 1.1103 0.6556 1.5252

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 600 208.77 –1.54 –0.73% 6.0% –39.6%

 9 DJ Stoxx 50 2171.53 –12.57 –0.58 5.1% –38.9%

 8 Euro Zone DJ Euro Stoxx 230.46 –2.14 –0.92 3.4% –41.6%

 8 DJ Euro Stoxx 50 2516.56 –21.99 –0.87 2.7% –40.6%

 5 Austria ATX 1869.52 –29.86 –1.57 6.8% –55.1%

 7 Belgium Bel-20 1976.57 –21.34 –1.07 3.6% –51.2%

 7 Czech Republic PX 874.5 –5.1 –0.58 1.9% –46.9%

 10 Denmark OMX Copenhagen 249.27 1.76 0.71% 10.2% –39.8%

 9 Finland OMX Helsinki 5603.36 –178.12 –3.08 3.7% –47.1%

 8 France CAC-40 3324.33 –21.76 –0.65 3.3% –38.4%

 10 Germany DAX 4879.91 –57.56 –1.17 1.4% –36.7%

 … Hungary BUX 13004.96 28.17 0.22 6.2% –48.8%

 2 Ireland ISEQ 2641.12 19.56 0.75 12.7% –60.1%

 6 Italy S&P/MIB 20630 24 0.12 6.0% –44.7%

 5 Netherlands AEX 264.59 –0.45 –0.17 7.6% –45.3%

 6 Norway All-Shares 286.99 1.71 0.60 6.2% –45.2%

 17 Poland WIG 28200.15 –316.83 –1.11 3.6% –44.8%

 10 Portugal PSI 20 6607.36 –86.11 –1.29 4.2% –46.4%

 … Russia RTSI 631.89 Closed …% –72.6%

 8 Spain IBEX 35 9469.5 –100.5 –1.05% 3.0% –34.8%

 15 Sweden OMX Stockholm 214.69 –1.87 –0.86 5.1% –33.2%

 12 Switzerland SMI 5751.07 –10.62 –0.18 3.9% –30.6%

 … Turkey ISE National 100 26210.37 –1682.28 –6.03 –2.4% –49.9%

 9 U.K. FTSE 100 4505.37 –2.14 –0.05 1.6% –27.6%

 10 ASIA-PACIFIC DJ Asia-Pacific 93.68 –2.39 –2.49 0.1% –38.8%

 … Australia SPX/ASX 200 3694.3 –85.4 –2.26 –0.8% –39.2%

 … China CBN 600 15398.12 –349.04 –2.22 4.3% –65.1%

 9 Hong Kong Hang Seng 14415.91 –571.55 –3.81 0.2% –47.1%

 10 India Sensex 9586.88 Closed –0.6% –53.4%

 … Japan Nikkei Stock Average 8876.42 –362.82 –3.93 0.2% –38.3%

 … Singapore Straits Times 1827.61 –52.97 –2.82 3.7% –44.8%

 11 South Korea Kospi 1205.70 –22.47 –1.83 7.2% –33.9%

 10 AMERICAS DJ Americas 227.69 –1.21 –0.53 0.7% –36.7%

 … Brazil Bovespa 41990.55 1170.30 2.87% 11.8% –33.6%

 12 Mexico IPC 21797.44 –320.07 –1.45 –2.6% –24.7%

*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 8, 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* 233.09 –1.15%–42.2% –42.2%

3.90% 11 World (Developed Markets) 939.60 –1.06%–40.9% –40.9%

3.50% 11 World ex-EMU 109.79 –1.38%–39.3% –39.3%

3.70% 11 World ex-UK 938.39 –1.20%–40.1% –40.1%

5.00% 9 EAFE 1,281.02 1.34%–43.1% –43.1%

4.10% 8 Emerging Markets (EM) 595.21 –2.01%–52.2% –52.2%

5.60% 8 EUROPE 73.59 –1.27%–42.2% –42.2%

6.20% 7 EMU 145.71 0.68%–47.9% –47.9%

5.60% 9 Europe ex-UK 81.12 –1.08%–41.8% –41.8%

7.80% 6 Europe Value 82.25 –1.35%–45.7% –45.7%

3.60% 11 Europe Growth 64.01 –1.19%–38.7% –38.7%

5.40% 7 Europe Small Cap 109.66 –0.47%–49.0% –49.0%

4.50% 4 EM Europe 167.93 –3.56%–65.1% –65.1%

5.70% 6 UK 1,338.35 –2.84%–30.3% –30.3%

5.60% 8 Nordic Countries 106.66 –1.20%–48.3% –48.3%

3.50% 3 Russia 419.68 –1.19%–72.1% –72.1%

4.50% 10 South Africa 603.03 –1.50%–15.4% –15.4%

5.10% 9 AC ASIA PACIFIC EX-JAPAN 259.16 –0.34%–51.1% –51.1%

2.80% 12 Japan 551.71 1.66%–41.3% –41.3%

3.10% 10 China 42.44 –4.29%–50.3% –50.3%

1.80% 10 India 369.60 –7.54%–56.8% –56.8%

2.70% 9 Korea 341.17 3.19%–34.0% –34.0%

8.50% 8 Taiwan 181.45 1.28%–45.7% –45.7%

2.80% 15 US BROAD MARKET 988.04 –3.03%–38.1% –38.1%

2.20% 53 US Small Cap 1,251.09 –3.38%–37.0% –37.0%

4.00% 9 EM LATIN AMERICA 2,255.70 –4.64%–48.7% –48.7%

*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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Air France-KLM to bid for Alitalia

Microsoft pushes search
Firm gets key deals;
early Windows 7 is
available for testing

Online today
For updates from the CES tech

show, visit the Digits blog at
blogs.WSJ.com/digits

A WSJ NEWS ROUNDUP

TOKYO—TDK Corp. said it would
cut 8,000 workers and post its big-
gest net loss ever this fiscal year, due
to falling orders and a stronger yen.

The Japanese electronic-compo-
nent maker—known to consumers
for its DVDs, audio tapes and other
recording media—will cut the jobs
as it closes four factories outside of
Japan, said spokesman Kazutoshi
Kogure. He declined to comment on
which factories it would close.

TDK is the latest of Japan’s big-
name manufacturers to cut jobs and
scale back production as the global
economic slump unfolds. Others, in-
cluding Toyota Motor Corp. and
Sony Corp., have also announced
cuts in recent months.

“Our clients are stuck with inven-
tories because of slow sales, and
honestly, we cannot foresee when
the situation will start recovering,”
TDK President Takehiro Kamigama
said at a briefing. “Components
sales for mobile phones and automo-
biles are especially weak, and we
are not seeing any products that
may lead our business next.”

Mr. Kogure said the job cuts will
come mainly from regular employ-
ees, although contract workers and
others in the TDK group of compa-
nies will also be included.

TDK had a total of 65,500 work-
ers as of the end September, the last
time it released an official figure.

For the fiscal year ending March,
TDK now anticipates posting a
group net loss of 28 billion yen
($302.2 million), a reversal from the
25 billion yen profit it forecast in Oc-
tober. The net loss would be TDK’s
first in seven years.

The company cut its revenue
forecast to 673 billion yen from 795
billion yen and said it will likely

swing to an operating loss of 26 bil-
lion yen this fiscal year.

TDK said that since the begin-
ning of the third quarter orders
have fallen more quickly than ex-
pected, which has led to a decline in
capacity utilization below what it
originally predicted. Its electronic
components division has been run-
ning at less than half of capacity
this month.

The rise in the yen against the
dollar was also more than the rate of

100 yen that TDK has previously as-
sumed. TDK now expects the dollar
to average 90 yen in the January-
March quarter.

TDK will close four electronic-
component plants and a research-
and-development facility. The com-
pany will also cut 8,000 jobs outside
Japan, although the spokesman de-
clined to say where the employees
are located.

“The revised outlook is worse
than expected,” said Akihiko
Uchino, a senior analyst at Mitsub-
ishi UFJ Securities. “Its [hard-disk
drive] heads business has a big im-
pact on the company’s profit,” he
added. “It was solid until November,
but it deteriorated rapidly in Decem-
ber, so the fourth quarter will be
worse than the third quarter.”

The announcement came after
the close of Tokyo stock trading,
where TDK sank 7.9% to 3,500 yen.

TDK, forecasting loss,
plans to cut 8,000 jobs

*Data as of November for each year

Sources: NPD Group (share of PC market); comScore Networks (share of Internet searches)
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By Stacy Meichtry

Air France-KLM SA’s board is ex-
pected to meet Friday to consider buy-
ing a 25% stake in Alitalia SpA, a move
that would make Air France the Ital-
ian airline’s biggest shareholder and
mark a pivotal step in Alitalia’s jour-
ney from bankruptcy protection.

The Franco-Dutch carrier was
preparing to offer Œ300 million, or
about $410 million, for the stake, val-
uing Alitalia at Œ1.2 billion, people fa-
miliar with the matter said Thurs-
day. An Air France spokesman de-
clined to comment.

Selling a stake would help Alitalia
shore up its finances, while creating
an alliance with a bigger partner
would plug significant weaknesses in
its operations, such as its small num-
ber of long-haul flights.

The move would also mark a rever-
sal for Italian Prime Minister Silvio
Berlusconi, who was elected last April
after promising to keep the carrier
squarely in Italian hands. Air France
views the potential acquisition of a
25% stake as a step toward an even-
tual full takeover, according to people
familiar with the matter.

Even in the near term, a tie-up
with Air France would leave Alitalia in
the hands of a partner that wants to
shake up operations. Air France
would seek to cluster Alitalia’s opera-
tions around a single hub that could

act as a gateway to popular destina-
tions in the Middle East and Asia. The
Franco-Dutch carrier favors Rome, in
central Italy, because of its proximity
to those regions and because it gener-
ates heavy tourist traffic. That sce-
nario has drawn strong objections
from Mr. Berlusconi’s political allies
in Italy’s north, where Alitalia main-
tains a sprawling network of airports.

Staying independent for too long
was a factor that drove Alitalia into
bankruptcy protection in late August.
Low-cost rivals such as Ryanair Hold-
ings PLC have chipped away at Alita-
lia’s market share while the Italian air-
line grappled with an aging fleet, high
fuel prices and chronic labor unrest.

As politicians and unions bickered
over whether to sell Alitalia, a national
symbol, to a foreign rival, successive
governments backed it with state
funds. Alitalia was losing about Œ1 mil-
lion a day and had racked up more
than Œ1.2 billion in debt by the time it
entered bankruptcy protection.

Mr. Berlusconi had beena fierce op-
ponent of plans last year by his prede-
cessor’s government to sell the entire
airline to Air France. Air France
scrapped the offer when Mr. Berlus-
coni returned to power in April. Rome
quickly appointed Italian bank Intesa
Sanpaolo SpA to recruit Italian inves-
tors to privatize the carrier and man-
aged to merge it with Air One SpA, Ali-
talia’s biggest domestic rival. Mr. Ber-

lusconi also issued a decree in August
that rewrote Italy’s bankruptcy laws
to shield the investor group from Alita-
lia’s creditors and to allow the govern-
ment to shoulder most of the carrier’s
debts. The new law also gave Alitalia
the ability to cut thousands of jobs.

Since August, with a leaner staff
and less debt, Alitalia has drawn inter-
est from Deutsche Lufthansa AG and
British Airways PLC. Mr. Berlusconi
backed a partnership with Lufthansa,
which his allies said was more likely to
make Milan, in northern Italy, a hub.
Talks with Lufthansa, however,
haven’t produced a formal offer, while
British Airways has said it is only inter-
ested in a commercial partnership
with Alitalia, not an equity stake.

By Thursday, however, Air France
appeared to be nearing a deal. The
Franco-Dutch carrier was negotiating
with Alitalia over how much revenue
each carrier would earn from jointly-
operated flights, according to a per-
son familiar with the matter.

A fear among Mr. Berlusconi’s al-
lies is that an alliance with Air France
would lead Alitalia to cut flights in Ita-
ly’s business-rich north. Alitalia’s pri-
vate investors have tried to assuage
those concerns over the past week
during meetings with Mr. Berlusconi
and his allies. A spokesman for Mr.
Berlusconi couldn’t be reached.

—Daniel Michaels
contributed to this article.

WSJ.com

The electronic-
component maker
will close four plants
outside Japan.

CORPORATE NEWS

By Nick Wingfield

LAS VEGAS—Microsoft Corp.,
facing a bleak economy and rivals
that have outflanked it in the con-
sumer market, announced a mile-
stone for the next version of Win-
dows and a raft of deals designed to
boost its online-search business.

The company showed a prelimi-
nary version of Windows 7, the next
major edition of its flagship operat-
ing system, available for consumers
to test on their personal computers
starting Friday. Microsoft also an-
nounced a five-year deal with Veri-
zon Wireless to make its Internet-
search service broadly available on
the wireless carrier’s mobile phones
and a similar agreement with Dell
Inc. covering that hardware maker’s
PCs. The Microsoft agreements dis-
place an existing search deal that ri-
val Google Inc. had with Dell and an-
other that Google was previously ne-
gotiating with Verizon.

The plans were unveiled Wednes-
day evening at the Consumer Elec-
tronics Show here by Microsoft Chief
Executive Steve Ballmer, in his first
stint delivering a keynote speech at
the annual trade show. For years, Mi-
crosoft chairman and co-founder Bill
Gates had kicked off the event, but
Mr. Gates last year stepped away
from day-to-day involvement at the
Redmond, Wash., company to focus
on philanthropy.

Microsoft lavished the most atten-
tion on Windows 7, the successor to
Windows Vista, which received poor
reviews when it came out two years
ago. Windows 7 has new features de-
signed to make it work more easily
with devices like digital cameras and
home networks. Microsoft is placing

a heavy emphasis on its speed, prom-
ising it will run well on everything
from high-performance PCs to Net-
books, inexpensive laptops.

Microsoft’s distribution deals
with Verizon and Dell could provide
a lift for its search business, which
has lagged far behind Google.

The agreement with Verizon,
starting in the first half of this year,
will make Microsoft’s search engine
easily accessible from nearly all of

the handsets from the carrier, a joint
venture of Verizon Communica-
tions Inc. and Vodafone Group PLC.
 —Jessica E. Vascellaro

contributed to this article.
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BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

CAPITALWANTED

TRAVEL

Your time is valuable.
Avoid long lines, delays, lost luggage. Own your
own corporate aircraft. King Air B200, 7 pax.

Turn-key aircraft. $1,750,000 Possible finance.
Call Eric Haymes 818-906-0027

ehaymes@mojavejet.com

Ultimate Corporate Turbo Prop
King Air B200

2001 Sikorsky S76C+
Executive Helicopter

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

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

Super Clean Public Shell Available

for Sale or Merger.

Fully Reporting & Trading on

OTCBB. $500K

robertstross@yahoo.com

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

Up to $1,500,000
PO Box 9006

Providence, RI 02940

RI Historic
Tax Credits

Educational Facilities Solutions/
MH Realty at 772-344-8618

Education Real Estate
Development requires $3.5M

total equity to build school facility for client.
7% preferred return,

qualified investors only.

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.00 $27.18 –0.03 –0.11%
Alcoa AA 19.10 11.36 0.47 4.32%
AmExpress AXP 11.80 20.04 0.03 0.15%
BankAm BAC 90.40 13.54 –0.17 –1.24%
Boeing BA 5.10 44.79 0.03 0.07%
Caterpillar CAT 9.00 44.02 0.35 0.80%
Chevron CVX 10.10 74.24 0.28 0.38%
Citigroup C 101.20 7.16 0.01 0.14%
CocaCola KO 9.40 45.24 0.31 0.69%
Disney DIS 11.60 22.90 –0.28 –1.21%
DuPont DD 8.20 25.99 0.33 1.29%
ExxonMobil XOM 29.20 79.09 0.84 1.07%
GenElec GE 57.00 16.14 0.03 0.19%
GenMotor GM 13.80 4.04 –0.09 –2.18%
HewlettPk HPQ 14.80 37.64 –0.20 –0.53%
HomeDpt HD 16.50 24.39 –0.18 –0.73%
Intel INTC 58.80 14.55 0.11 0.76%
IBM IBM 6.90 87.18 –0.61 –0.69%
JPMorgChas JPM 49.70 27.22 –0.87 –3.10%
JohnsJohns JNJ 16.00 59.02 –0.11 –0.19%
KftFoods KFT 11.40 27.99 0.23 0.83%
McDonalds MCD 8.70 60.52 –0.72 –1.18%
Merck MRK 9.50 29.36 –0.13 –0.44%
Microsoft MSFT 62.80 20.12 0.61 3.13%
Pfizer PFE 29.60 17.65 0.16 0.91%
ProctGamb PG 10.60 60.41 –0.67 –1.10%
3M MMM 3.60 58.58 0.51 0.88%
UnitedTech UTX 5.60 53.51 –0.01 –0.02%
Verizon VZ 15.20 32.39 0.49 1.54%
WalMart WMT 86.10 51.38 –4.16 –7.49%

Dow Jones Industrial Average P/E: 18
LAST: 8742.46 t 27.24, or 0.31%

YEAR TO DATE: t 33.93, or 0.4%

OVER 52 WEEKS t 4,110.63, or 32.0%

 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

Glencore Intl  "1,604" –340 –669 "-1,520" Stagecoach Gp  121 –3 –4 –15

Xstrata  "1,117" –259 –426 –490 Commerzbank 69 –3 –18 –13

ArcelorMittal Fin "1,148" –250 –339 –148 Gov & Co Bk Irlnd 266 –3 15 28

FKI  269 –87 –105 –150 Telekom Austria 88 –2 –10 –22

Smurfit Kappa Fdg 858 –86 –133 –73 RWE 66 –2 –12 –11

Holcim  641 –86 –125 –194 Mediobanca  145 –2 –11 –14

Tomkins  690 –80 –108 –48 Eircom 249 –1 –2 2

Lafarge 765 –79 –110 –215 Bca Naz del Lavoro  68 –1 –7 –6

Porsche Automobil Hldg 579 –79 –129 –153 Dexia Cr Loc 303 ... –8 9

Rank Gp  484 –76 –112 –148 IMPERIAL Chem Inds 44 1 –7 –6

Source: Markit Group

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

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

Barclays U.K. Banks $22.5 1.77 4.24% –59.9% –71.1%

Royal Bk of Scot U.K. Banks 30.3 0.51 3.27 –84.9 –89.9

UBS Switzerland Banks 43.7 16.27 2.65 –62.7 –72.7

ENI Italy Integrated Oil & Gas 98.0 17.83 1.89 –29.1 –28.1

British Amer Tob U.K. Tobacco 55.0 17.86 1.82 –12.8 43.8

Anglo Amer U.K. General Mining $33.1 16.23 –5.91% –42.3 –19.9

Deutsche Bk Germany Banks 20.2 25.80 –5.72 –69.2 –70.3

Allianz SE Germany Full Line Insurance 41.4 66.67 –5.43 –52.0 –49.7

Nokia Finland Telecom Equipment 58.1 11.15 –4.62 –52.4 –28.7

Rio Tinto U.K. General Mining 26.4 17.30 –4.53 –65.6 –37.8

...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

SAP 45.6 27.14 1.69% –17.0% –29.1%
Germany (Software)
BP 167.1 5.32 1.58 –12.1 –18.5
U.K. (Integrated Oil & Gas)
Roche Hldg Pt. Ct. 110.9 172.50 1.53 –17.3 –11.8
Switzerland (Pharmaceuticals)
France Telecom 73.1 20.37 1.32 –20.9 2.2
France (Fixed Line Telecom)
Royal Dutch Shell 98.7 20.29 1.10 –28.1 –25.1
U.K. (Integrated Oil & Gas)
Intesa Sanpaolo 44.9 2.76 1.10 –46.9 –39.3
Italy (Banks)
Total 132.3 40.67 1.09 –29.6 –26.1
France (Integrated Oil & Gas)
Bayer 46.2 44.04 0.66 –31.3 23.6
Germany (Specialty Chemicals)
GDF Suez 102.2 34.00 0.65 –19.8 32.2
France (Multiutilities)
BASF 33.6 26.65 0.60 –46.6 –15.8
Germany (Commodity Chemicals)
Unilever 41.7 17.74 0.51 –25.6 –9.0
Netherlands (Food Products)
Assicurazioni Genli 38.3 19.81 0.46 –36.9 –23.5
Italy (Full Line Insurance)
Deutsche Telekom 65.1 10.88 0.37 –29.6 –21.2
Germany (Mobile Telecom)
Novartis 130.7 54.00 0.28 –17.5 –22.5
Switzerland (Pharmaceuticals)
GlaxoSmithKline 111.6 12.85 0.23 –7.1 –11.8
U.K. (Pharmaceuticals)
Tesco 43.1 3.61 0.22 –13.3 12.6
U.K. (Food Retailers & Wholesalers)
Telefonica 103.8 16.08 –0.37 –29.4 23.0
Spain (Fixed Line Telecom)
E.ON 79.3 28.88 –0.38 –43.3 –0.7
Germany (Multiutilities)
Diageo 39.6 9.44 –0.42 –10.2 10.7
U.K. (Distillers & Vintners)
HSBC Hldgs 117.0 6.40 –0.43 –21.4 –33.3
U.K. (Banks)

BNP Paribas 43.6 34.84 –0.46% –50.9% –51.9%
France (Banks)
Soc. Generale 29.3 36.80 –0.51 –58.7 –63.4
France (Banks)
Astrazeneca 60.3 27.32 –0.87 18.9 –4.3
U.K. (Pharmaceuticals)
Nestle 147.4 42.06 –0.90 –18.2 6.1
Switzerland (Food Products)
Iberdrola 44.3 6.46 –0.92 –39.4 12.7
Spain (Conventional Electricity)
Daimler 35.9 27.15 –1.09 –52.7 –40.6
Germany (Automobiles)
Vodafone Grp 124.6 1.41 –1.33 –25.4 9.5
U.K. (Mobile Telecom)
Koninklijke Philips 20.3 14.64 –1.41 –46.1 –45.0
Netherlands (Consumer Electronics)
ArcelorMittal 40.6 20.43 –1.49 –54.9 ...
Luxembourg (Iron & Steel)
Sanofi-Aventis 84.4 46.82 –1.63 –29.1 –40.1
France (Pharmaceuticals)
L.M. Ericsson Tel B 24.2 63.60 –1.70 –10.2 –53.9
Sweden (Telecom Equipment)
Banco Bilbao Vizcaya 45.5 8.84 –2.00 –42.3 –42.8
Spain (Banks)
Banco Santander 76.8 7.00 –2.10 –44.3 –34.4
Spain (Banks)
UniCredit 34.4 1.88 –2.13 –66.2 –68.1
Italy (Banks)
ING Groep 22.6 7.92 –2.34 –68.9 –73.5
Netherlands (Life Insurance)
ABB 33.8 15.90 –2.75 –42.2 14.0
Switzerland (Industrial Machinery)
Credit Suisse Grp 32.4 29.90 –2.92 –52.2 –59.0
Switzerland (Banks)
BHP Billiton 43.8 12.92 –3.15 –14.6 33.1
U.K. (General Mining)
AXA 45.4 15.83 –3.92 –38.3 –41.3
France (Full Line Insurance)
Siemens 66.4 52.96 –3.92 –45.0 –28.0
Germany (Diversified Industrials)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.67% 1.26% 3.1% 0.7% -6.6%
Event Driven 0.54% -0.29% -15.1% 0.5% -26.3%
Distressed Securities 1.67% -2.94% -20.7% 1.7% -34.6%

*Estimates as of 01/07/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.64 98.04% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.99 92.79 0.02 5.57 2.16 3.70

Europe Crossover: 10/1 9.74 86.52 0.06 11.20 5.74 8.60

Asia ex-Japan IG: 10/1 2.84 96.39 0.02 6.63 1.99 3.64

Japan: 10/1 2.75 94.49 0.02 3.75 1.58 2.61

 Note: Data as of January 7

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: 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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U.S. stores post declines
Retailers’ outlooks
pared as recession
hits December sales

Christmas results boost J Sainsbury

U.S. retail sales were broadly lower last month as shoppers such as Kara Kollar,
shown on Dec. 26 with a cart full of Christmas gift returns, reduced spending.

By Miguel Bustillo

And Kelly Evans

U.S. retailers led by Wal-Mart
Stores Inc. warned of lower sales
and profits for months to come as
grim declines in December sales em-
phasized the heavy toll the plunge
in consumer spending is having on
the U.S. economy.

The disappointing results punc-
tured hopes of an early turnaround
in spending and triggered a broader
decline in the U.S. stock market
Thursday.

Many retailers revealed that
they had averted even worse sales
figures by sharply discounting mer-
chandise, which allowed them to
keep inventories from piling up, but
dramatically reduced their profit
margins.

In addition to Wal-Mart, Macy’s
Inc., Target Corp., Gap Inc. and
American Eagle Outfitters Inc.

were among chains that warned of
diminished quarterly or annual prof-
its. Macy’s reported a relatively
modest 4% same-store sales de-
cline but cut its earnings outlook to
a fourth-quarter profit of between
90 cents and $1 a share, down from
a range of $1.10 to $1.30 a share.

Gap said comparable store sales
declined at double-digit rates at its
Gap, Banana Republic, and Old Navy
outlets. It trimmed the year’s profit
outlook to between $1.27 and $1.30
a share, from $1.30 to $1.35 a share.

Overall retail sales in December
dropped 1.7% compared to last
year, according to the trade group
International Council of Shopping
Centers, which said that combined
with even drearier November fig-
ures, holiday sales dropped 2.2%,
the worst since it began collecting
data in 1970.

“Wal-Mart is hitting the wall,
Costco is caught in the crossfire,
and the only ones that really seem
to be immune are some of the super-
markets and drugstores,” said Burt
P. Flickinger, managing director of
retail consultancy Strategic Re-
source Group. He said retailers are
only a third of the way into a

1,000-day recession. “Things are go-
ing to get worse, said Mr. Flick-
inger.

That Wal-Mart was showing
signs of weakness surprised ana-
lysts and signaled that no retailer
was immune from sliding con-
sumer confidence. Wal-Mart al-
most single-handedly propped up
the U.S. retail sector in mid-2008
as many middle-class consumers
traded down to the discount re-
tailer from more expensive depart-
ment stores and supermarkets.

But last month its U.S. sales
grew just 1.7%, below analysts’ con-
sensus expectations of a 2.8% gain.
Wal-Mart also disclosed a 10.4%
drop in international sales due to
unfavorable currency exchange
rates, highlighting the volatility of
an international operation that
now accounts for a fourth of Wal-
Mart’s annual revenues and is the
focus of the company’s growth
strategy.

Wal-Mart said it now expected
January sales would be flat to a 2%
gain. It lowered its fourth quarter
profit estimate to a range between
91 cents and 94 cents, down from
an initial estimate of between $1.03

and $1.07. The company had al-
ready warned the number would
drop after it agreed to settle 63
class action suits alleging worker
wage and hour violations last
month.

Discounter Target Corp. re-
ported a 4.1% decline in same-store
sales but said holiday markdowns
pressured profits.

The retail figures underscore
how quickly the once-resilient U.S.
consumer has crumbled and be-
come a major drag on economic
growth.

Consumer spending, which fu-
els nearly three-quarters of U.S.
growth, has retrenched sharply in
recent months as households grap-
ple with falling real estate and
stock-market wealth, rising unem-
ployment, and choked-off access to
credit.

Consumer confidence slumped
in December to the lowest level
since the Conference Board began
its series sixty years ago. The U.S.
shed just over 1.9 million jobs
through November, and econo-
mists say another half-million jobs
were likely lost in December, with
the unemployment rate rising from
its current 6.7%.

On Thursday, the U.S. Labor De-

partment said the number of Ameri-
cans drawing unemployment bene-
fits rose to 4.6 million for the week
ended Dec. 26, the highest since
1982. The accelerating labor mar-
ket weakness comes as the U.S. is al-
ready more than a year into the cur-
rent recession, which is likely to be
the longest since the Great Depres-
sion.

Even sectors like the housing
market, where sales have been in
decline since 2005, show no signs
yet of bottoming. Home prices have
fallen by about 25% from their
peak, according to the latest
S&P/Case-Shiller data. U.S. stocks
ended 2008 down by about 40% on
average, wiping out much of the
wealth households used in recent
years to finance their spending.

Now, increasingly common lay-
offs and wage freezes are worsen-
ing the spending decline, forcing
households to reduce spending not
only to match falling wealth but
also to match falling income. The re-
sult is the weakest consumer spend-
ing environment in decades right
as struggling retailers needed holi-
day-shopping dollars the most.

 —Kevin Kingsbury and Ben
Casselman

contributed to this article.
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By Lilly Vitorovich

LONDON—U.K. supermarket
chain J Sainsbury PLC reported bet-
ter-than-expected sales for its fis-
cal third quarter, underpinned by
its best Christmas results to date.

Grocers typically do well over
the holiday season as consumers
splurge on food and drinks.

Sainsbury’s sales from stores
open at least a year, excluding fuel,
rose 4.5% from a year earlier for
the period ended Jan. 3. The results
were driven by customer demand

for the company’s less-expensive
store-brand goods and the migra-
tion amid the economic downturn
of some shoppers from more-up-
scale grocers Marks & Spencer
Group PLC and Waitrose, a unit of
John Lewis PLC.

Sainsbury booked a 4.8% rise in
total third-quarter sales from all
stores, or 5.3% excluding fuel.

The company’s “basics” brand—
the smallest of its three-tier labels—
reported a 40% rise in sales in the
third quarter from a year earlier as
consumers sought less-expensive

alternatives. Its more upmarket
store brand, “Taste the Differ-
ence,” booked a slight decline in
sales, Chief Executive Justin King
said.

Sainsbury, the U.K.’s third-big-
gest retailer by sales, after Tesco
PLC and Wal-Mart Stores Inc.’s
Asda, is the first publicly listed su-
permarket chain to report Christ-
mas sales.

Chief Financial Officer Darren
Shapland said Sainsbury remains
“comfortable” with current market
forecasts for full-year profit.

Bringing Universities and Businesses Together

Looking for the
right MBA?

Meet top business
schools one-to-one with

Access MBA Tour

MONTREAL, January 22
NEW YORK, January 24

MILAN, January 28
PARIS, January 31

Register today at
www.accessmba.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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KBL Key America USD US EQ LUX 01/06 USD 346.90 4.2 –40.6 –19.4
KBL Key East Europe EU EQ LUX 01/06 EUR 1188.02 12.3 –64.6 –36.3
KBL Key Eur Sm Cie EU EQ LUX 01/06 EUR 666.10 5.9 –50.1 –31.5
KBL Key Europe EU EQ LUX 01/06 EUR 543.55 4.8 –36.8 –22.3
KBL Key Far East AS EQ LUX 01/06 USD 939.44 4.1 –50.5 –20.2
KBL Key Major Em Mkts GL EQ LUX 01/06 USD 366.81 7.1 –60.5 –23.4
KBL Key NaturalRes EUR OT EQ LUX 01/06 EUR 378.15 11.0 –38.9 –12.0
KBL Key NaturalRes USD OT EQ LUX 01/06 USD 384.98 6.8 –44.7 –10.7

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/02 USD 34.84 2.1 –53.5 –22.7
LG Asian Plus AS EQ CYM 12/31 USD 37.79 –55.7 –55.7 –19.3
LG Asian SmallerCo's AS EQ BMU 01/07 USD 54.40 –1.4 –65.4 –36.6
LG India EA EQ MUS 01/02 USD 33.01 3.4 –64.7 –23.8
Siberian Investment Co EE EQ IRL 12/22 USD 16.35 –81.4 –80.9 –51.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/07 EUR 25.86 –1.4 –64.2 –36.2
MP-TURKEY.SI OT OT SVN 01/07 EUR 20.86 6.8 –57.4 –27.3

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 01/07 EUR 2.34 11.4 –74.5 NS
Parex Eastern Europ Bd EU BD LVA 01/07 USD 8.77 0.6 –35.9 –17.7
Parex Russian Eq EE EQ LVA 01/07 USD 8.96 3.5 –71.6 –37.7
Parex Ukrainian Eq EU EQ LVA 01/07 EUR 1.69 2.4 –83.6 NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 01/08 USD 109.70 –1.1 –52.7 –20.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 01/08 USD 105.27 –1.1 –53.2 –20.7
PF (LUX)-Biotech-Pca OT EQ LUX 01/07 USD 289.02 1.4 –13.1 –0.3
PF (LUX)-CHF Liq-Pca CH MM LUX 01/07 CHF 124.01 0.0 1.6 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 01/07 CHF 93.60 0.0 1.6 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/07 EUR 123.24 4.4 –42.2 –24.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 01/07 USD 82.10 1.0 –38.3 –14.5
PF (LUX)-East Eu-Pca EU EQ LUX 01/07 EUR 149.39 11.9 –70.1 –39.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/08 USD 93.91 0.8 –58.3 –24.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/08 USD 307.70 1.1 –57.0 –24.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 01/07 EUR 81.64 6.8 –38.1 –21.8
PF (LUX)-EUR Bds-Pca EU BD LUX 01/07 EUR 369.43 –1.1 1.2 0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 01/07 EUR 281.13 –1.1 1.2 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/07 EUR 125.63 0.6 –5.2 –2.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/07 EUR 88.32 0.6 –5.2 –2.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 01/07 EUR 95.31 5.7 –32.9 –20.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/07 EUR 55.25 5.7 –32.9 –20.1
PF (LUX)-EUR Liq-Pca EU MM LUX 01/07 EUR 134.69 0.0 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 01/07 EUR 97.07 0.0 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 01/07 EUR 325.66 6.4 –44.1 –26.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/07 EUR 108.04 6.8 –38.8 –25.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/07 USD 192.22 1.5 –4.8 0.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/07 USD 130.77 1.5 –4.8 0.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/07 USD 13.12 2.3 –43.9 –24.5
PF (LUX)-Gr China-Pca AS EQ LUX 01/08 USD 210.53 –1.0 –49.0 –14.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 01/07 USD 192.84 0.6 –64.6 –22.6
PF (LUX)-Jap Index-Pca JP EQ LUX 01/08 JPY 8202.08 0.7 –39.3 –28.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/08 JPY 7327.70 0.4 –42.4 –33.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/08 JPY 7151.65 0.4 –42.7 –33.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/08 JPY 3925.81 0.0 –39.7 –31.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/08 USD 160.40 1.3 –48.2 –17.8
PF (LUX)-Piclife-Pca CH BA LUX 01/07 CHF 700.07 1.5 –16.3 –10.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 01/07 EUR 46.39 5.1 –36.5 –23.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 01/07 USD 25.62 12.2 NS NS
PF (LUX)-Security-Pca GL EQ LUX 01/07 USD 73.05 2.2 –28.9 –15.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/07 EUR 343.24 5.2 –41.3 –25.9
PF (LUX)-US Eq-Ica US EQ LUX 01/07 USD 81.77 0.1 –34.3 –16.9
PF (LUX)-USA Index-Pca US EQ LUX 01/07 USD 72.80 0.4 –34.9 –18.7
PF (LUX)-USD Gov Bds-Pca US BD LUX 01/07 USD 523.34 –1.3 9.6 8.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/07 USD 384.01 –1.3 9.6 8.4
PF (LUX)-USD Liq-Pca US MM LUX 01/07 USD 130.22 0.0 2.4 3.5
PF (LUX)-USD Liq-Pdi US MM LUX 01/07 USD 85.03 0.0 2.4 3.5
PF (LUX)-Water-Pca GL EQ LUX 01/07 EUR 108.70 5.5 –28.4 –14.8
PF (LUX)-WldGovBds-Pca GL BD LUX 01/07 USD 159.75 –3.1 6.4 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 01/07 USD 132.23 –3.1 6.4 8.7
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/08 USD 40.11 –3.4 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 01/07 USD 8.18 4.3 –39.2 –23.4
Japan Fund USD JP EQ IRL 01/08 USD 14.34 –2.4 –13.1 –10.9

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 01/07 EUR 586.84 4.1 –37.1 NS
Core Eurozone Eq B EU EQ IRL 01/07 EUR 683.41 3.9 NS NS
Euro Fixed Income A EU BD IRL 01/07 EUR 1121.72 –0.9 –10.9 –6.3
Euro Fixed Income B EU BD IRL 01/07 EUR 1190.49 –0.9 –10.4 –5.8
Euro Small Cap A EU EQ IRL 01/07 EUR 905.52 6.8 –45.8 –32.6
Euro Small Cap B EU EQ IRL 01/07 EUR 964.29 6.8 –45.5 –32.2
Eurozone Agg Eq A EU EQ IRL 01/07 EUR 518.52 4.3 –43.7 NS
Eurozone Agg Eq B EU EQ IRL 01/07 EUR 740.85 4.4 –43.3 –25.4
Glbl Bd (EuroHdg) A GL BD IRL 01/07 EUR 1209.43 1.0 –7.1 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 01/07 EUR 1276.23 1.0 –6.5 –2.4
Glbl Bd A EU BD IRL 01/07 EUR 1001.61 2.2 –1.3 –3.2
Glbl Bd B EU BD IRL 01/07 EUR 1060.10 2.2 –0.7 –2.6
Glbl Real Estate A OT EQ IRL 01/07 USD 684.89 2.7 –43.1 –29.3
Glbl Real Estate B OT EQ IRL 01/07 USD 701.94 2.8 –42.8 –28.9
Glbl Real Estate EH-A OT EQ IRL 01/07 EUR 643.26 2.5 –42.0 –30.5
Glbl Real Estate SH-B OT EQ IRL 01/07 GBP 60.74 2.4 –41.5 –29.5
Glbl Strategic Yield A EU BD IRL 01/07 EUR 1174.65 3.9 –20.9 –11.0
Glbl Strategic Yield B EU BD IRL 01/07 EUR 1249.58 3.9 –20.5 –10.5
Japan Equity A JP EQ IRL 01/07 JPY 10769.00 4.2 –38.4 –28.4
Japan Equity B JP EQ IRL 01/07 JPY 11411.00 4.2 –38.1 –28.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/07 USD 1355.45 5.4 –47.1 –18.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/07 USD 1438.05 5.4 –46.8 –17.7
Pan European Eq A EU EQ IRL 01/07 EUR 759.27 5.7 –42.2 –25.4
Pan European Eq B EU EQ IRL 01/07 EUR 804.66 5.7 –41.9 –25.0
US Equity A US EQ IRL 01/07 USD 678.12 1.3 –39.2 –19.6
US Equity B US EQ IRL 01/07 USD 721.64 1.4 –38.8 –19.1
US Small Cap A US EQ IRL 01/07 USD 1001.57 –0.4 –38.4 –21.3
US Small Cap B US EQ IRL 01/07 USD 1066.75 –0.4 –38.0 –20.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/08 SEK 63.36 6.4 –41.6 –26.8
Choice Japan Fd JP EQ LUX 01/08 JPY 45.20 3.7 –37.1 –29.0
Choice Jpn Chance/Risk JP EQ LUX 01/08 JPY 45.70 5.8 –43.5 –29.3
Choice NthAmChance/Risk US EQ LUX 01/08 USD 2.93 6.5 –40.1 –21.0
Europe 2 Fd EU EQ LUX 01/08 EUR 0.73 7.1 –46.8 –28.2
Europe 3 Fd EU EQ LUX 01/08 GBP 2.91 –0.6 –35.3 –16.6
Global Chance/Risk Fd GL EQ LUX 01/08 EUR 0.50 8.7 –32.5 –21.2
Global Fd GL EQ LUX 01/08 USD 1.72 4.8 –38.7 –19.9
Intl Mixed Fd -C- NO BA LUX 01/08 USD 23.09 1.3 –28.5 –12.5
Intl Mixed Fd -D- NO BA LUX 01/08 USD 16.29 1.3 –28.5 –11.4
Wireless Fd OT EQ LUX 01/08 EUR 0.10 9.6 –42.3 –22.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/08 USD 4.55 5.6 –46.0 –17.8
Currency Alpha EUR -IC- OT OT LUX 01/08 EUR 10.91 –0.1 6.7 NS
Currency Alpha EUR -RC- OT OT LUX 01/08 EUR 10.86 –0.1 6.3 NS
Currency Alpha SEK -ID- OT OT LUX 01/08 SEK 105.64 –0.1 NS NS
Currency Alpha SEK -RC- OT OT LUX 01/08 SEK 117.19 –0.1 6.3 NS
Generation Fd 80 OT OT LUX 01/08 SEK 6.61 4.6 –25.8 NS
Nordic Focus EUR NO EQ LUX 01/08 EUR 52.50 8.1 –43.0 NS
Nordic Focus NOK NO EQ LUX 01/08 NOK 62.12 8.1 –43.0 NS
Nordic Focus SEK NO EQ LUX 01/08 SEK 60.33 8.1 –43.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/08 USD 1.43 5.5 –36.7 –20.3
Ethical Global Fd GL EQ LUX 01/08 USD 0.64 4.9 –38.8 –20.9
Ethical Sweden Fd NO EQ LUX 01/08 SEK 29.79 5.8 –26.8 –17.6
Europe Fd EU EQ LUX 01/08 USD 1.67 3.9 –39.7 –22.1
Index Linked Bd Fd SEK OT BD LUX 01/08 SEK 13.02 –0.5 3.0 3.2
Medical Fd OT EQ LUX 01/08 USD 2.86 0.7 –24.4 –11.0
Short Medium Bd Fd SEK NO MM LUX 01/08 SEK 9.16 0.1 3.1 3.0
Technology Fd OT EQ LUX 01/08 USD 1.62 7.1 –36.0 –18.0
World Fd NO BA LUX 01/08 USD 1.68 3.5 –34.1 –12.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/08 EUR 1.27 0.0 1.8 2.2
Short Bond Fd SEK NO MM LUX 01/08 SEK 21.58 0.1 2.8 2.9
Short Bond Fd USD US MM LUX 01/08 USD 2.50 –0.1 1.6 3.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/07 SEK 10.06 0.0 –2.1 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 01/07 SEK 9.03 0.0 –2.1 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 01/08 SEK 25.19 0.0 –2.3 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 01/08 SEK 8.39 0.0 –2.3 –0.3
Alpha Short Bd SEK -A- NO MM LUX 01/07 SEK 10.82 0.2 2.9 3.0
Alpha Short Bd SEK -B- NO MM LUX 01/07 SEK 10.15 0.2 2.9 3.0
Alpha Short Bd SEK -C- NO MM LUX 01/08 SEK 21.19 0.2 2.8 2.9
Alpha Short Bd SEK -D- NO MM LUX 01/08 SEK 8.81 0.2 2.8 2.9
Bond Fd SEK -C- NO BD LUX 01/08 SEK 41.50 –0.1 9.1 5.5
Bond Fd SEK -D- NO BD LUX 01/08 SEK 12.45 –0.1 7.9 4.9
Corp. Bond Fd EUR -C- EU BD LUX 01/08 EUR 1.09 –0.1 –8.4 –4.3
Corp. Bond Fd EUR -D- EU BD LUX 01/08 EUR 0.86 –0.5 –9.2 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 01/08 SEK 10.80 0.0 –12.1 –5.9
Corp. Bond Fd SEK -D- NO BD LUX 01/08 SEK 8.48 0.0 –12.0 –5.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/08 EUR 103.78 0.0 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/08 EUR 103.48 0.0 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 01/08 SEK 1116.60 0.0 NS NS
Flexible Bond Fd -C- NO BD LUX 01/08 SEK 20.89 0.1 5.6 4.1
Flexible Bond Fd -D- NO BD LUX 01/08 SEK 11.83 0.1 5.6 4.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/08 SEK 80.24 0.2 –24.4 –13.1
Global Hedge I SEK -D- OT OT LUX 01/08 SEK 73.33 0.2 –26.6 –14.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/08 USD 1.57 6.7 –49.0 –15.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/08 SEK 17.10 4.8 –46.4 –23.5
Europe Chance/Risk Fd EU EQ LUX 01/08 EUR 796.60 7.0 –50.1 –30.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 01/07 USD 15.40 3.1 –52.4 –12.8
Eq. Pacific A AS EQ LUX 01/07 USD 6.61 3.5 –50.7 –16.5

n SGAM Fund
Bonds CHF A CH BD LUX 01/07 CHF 27.73 –1.6 5.4 2.1
Bonds ConvEurope A EU BD LUX 01/07 EUR 28.76 1.4 –1.4 2.6
Bonds Eur Corp A EU BD LUX 01/06 EUR 20.72 –0.1 –6.4 –3.5
Bonds Eur Hi Yld A EU BD LUX 01/06 EUR 13.47 1.3 –36.2 –21.4
Bonds EURO A EU BD LUX 01/06 EUR 39.14 –0.9 4.8 3.1
Bonds Europe A EU BD LUX 01/07 EUR 37.70 –0.5 4.4 2.5
Bonds US MtgBkSec A US BD LUX 01/02 USD 25.40 –0.9 –0.3 2.7
Bonds US OppsCoreplus A US BD LUX 01/02 USD 31.56 0.1 –0.3 3.3
Bonds World A GL BD LUX 01/06 USD 38.44 –3.5 0.9 7.1
Eq. ConcentratedEuropeA EU EQ LUX 01/07 EUR 21.56 4.7 –44.2 –27.4
Eq. Eastern Europe A EU EQ LUX 01/06 EUR 15.61 18.1 –63.7 –35.3
Eq. Equities Global Energy OT EQ LUX 01/07 USD 15.00 5.2 –39.3 –7.6
Eq. Euroland A EU EQ LUX 01/07 EUR 9.46 3.2 –43.4 –25.1
Eq. Euroland MidCapA EU EQ LUX 01/07 EUR 15.22 5.6 –44.6 –29.9
Eq. EurolandCyclclsA EU EQ LUX 01/06 EUR 14.55 5.9 –40.3 –17.9
Eq. EurolandFinancialA OT EQ LUX 01/07 EUR 8.87 5.2 –50.4 –34.9
Eq. Glbl Emg Cty A GL EQ LUX 01/07 USD 6.20 3.7 –52.9 –20.3
Eq. Global A GL EQ LUX 01/07 USD 21.38 1.6 –42.2 –22.7
Eq. Global Technol A OT EQ LUX 01/07 USD 3.86 5.8 –40.3 –26.1
Eq. Gold Mines A OT EQ LUX 01/07 USD 19.25 –7.9 –38.3 –11.4
Eq. Japan A JP EQ LUX 01/07 JPY 686.83 3.6 –44.7 –32.7
Eq. Japan Sm Cap A JP EQ LUX 01/07 JPY 903.43 –0.2 –43.3 –39.3
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 0.2 –19.3 –17.9
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 01/07 GBP 9.82 3.0 –40.0 –25.8
Eq. US ConcenCore A US EQ LUX 01/07 USD 16.38 0.8 –35.7 –17.7

Eq. US Lg Cap Gr A US EQ LUX 01/06 USD 11.37 5.5 –41.7 –21.0
Eq. US Mid Cap A US EQ LUX 01/07 USD 20.07 0.2 –45.0 –19.9
Eq. US Multi Strg A US EQ LUX 01/06 USD 16.70 4.5 –39.7 –22.6
Eq. US Rel Val A US EQ LUX 01/07 USD 15.71 1.1 –42.5 –28.1
Eq. US Sm Cap Val A US EQ LUX 01/07 USD 13.06 0.9 –44.4 –29.5
Eq. US Value Opp A US EQ LUX 01/06 USD 13.57 4.7 –43.3 –28.6
Money Market EURO A EU MM LUX 01/07 EUR 27.13 0.0 4.3 4.1
Money Market USD A US MM LUX 01/07 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 12/31 AED 4.59 –60.7 –60.7 –22.0

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 01/08 EEK 106.72 6.8 –59.1 –36.3
New Europe Small Cap EUR EE EQ EST 01/08 EEK 51.10 6.5 –62.8 –38.7
Second Wave EUR EE EQ EST 01/08 EEK 87.91 3.3 –67.1 –35.9

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 01/08 JPY 8311.00 –3.4 –47.4 –35.5
YMR-N Japan Fund JP EQ IRL 01/08 JPY 9265.00 –1.9 –43.4 –31.2
YMR-N Low Price Fund JP EQ IRL 01/08 JPY 12881.00 –0.8 –39.9 –30.9
YMR-N Small Cap Fund JP EQ IRL 01/08 JPY 6154.00 –4.1 –46.5 –37.2
Yuki Mizuho Gen Jpn III JP EQ IRL 01/08 JPY 4172.00 –1.8 –52.0 –37.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 01/08 JPY 4439.00 –1.2 –51.6 –38.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 01/08 JPY 6070.00 –0.5 –48.6 –36.0
Yuki Mizuho Jpn Gen JP EQ IRL 01/08 JPY 7897.00 –1.5 –45.4 –33.2
Yuki Mizuho Jpn Gro JP EQ IRL 01/08 JPY 6025.00 –3.6 –48.0 –36.2
Yuki Mizuho Jpn Inc JP EQ IRL 01/08 JPY 7823.00 –1.6 –37.4 –28.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 01/08 JPY 4900.00 –1.7 –44.7 –31.6
Yuki Mizuho Jpn LowP JP EQ IRL 01/08 JPY 10809.00 –4.6 –37.1 –27.0
Yuki Mizuho Jpn PGth JP EQ IRL 01/08 JPY 7378.00 –3.4 –52.2 –35.9
Yuki Mizuho Jpn SmCp JP EQ IRL 01/08 JPY 5972.00 –2.6 –49.0 –36.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 01/08 JPY 5125.00 –1.3 –42.4 –31.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 01/08 JPY 2394.00 0.3 –56.5 –48.7

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 01/08 JPY 4196.00 –0.2 –49.5 –35.4
Yuki 77 General JP EQ IRL 01/08 JPY 5895.00 –0.1 –45.7 –32.9
Yuki 77 Growth JP EQ IRL 01/08 JPY 5556.00 –6.1 –51.7 –38.1
Yuki 77 Income AS EQ IRL 01/08 JPY 5059.00 –1.1 –36.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 01/08 JPY 6287.00 0.8 –43.1 –32.0
Yuki Chugoku Jpn Gro JP EQ IRL 01/08 JPY 4898.00 –4.2 –48.4 –32.5
Yuki Chugoku JpnLowP JP EQ IRL 01/08 JPY 8038.00 –1.9 –35.0 –24.1
Yuki Chugoku JpnPurGth JP EQ IRL 01/08 JPY 4477.00 –4.3 –45.6 –33.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 01/08 JPY 6758.00 –0.2 –44.7 –33.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 01/08 JPY 4499.00 –1.1 –45.7 –32.6
Yuki Hokuyo Jpn Inc JP EQ IRL 01/08 JPY 5066.00 –4.0 –36.8 –28.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 01/08 JPY 4528.00 –3.8 –43.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 01/08 JPY 4516.00 0.3 –50.4 –36.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 01/08 JPY 4106.00 –5.9 –51.1 –36.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 01/08 JPY 5002.00 –1.9 –44.0 –33.2

Continued from previous page

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

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 11/28 USD 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 12/31 EUR 245.96 –3.3 –3.3 1.0
Integrated Dir Trading EUR OT OT CYM 10/31 EUR 101.42 –1.0 1.4 6.1
Integrated Emg Markets EUR OT OT CYM 10/31 EUR 75.74 –27.9 –29.3 –9.0
Integrated European EUR OT OT CYM 10/31 EUR 148.65 0.0 –1.5 2.5
Integrated Event Driven EUR OT OT CYM 10/31 EUR 87.20 –18.7 –20.2 –3.6
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 10/31 EUR 117.21 –16.0 –16.4 –3.5
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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 12/31 EUR 87.08 –22.3 –22.3 –9.8
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 12/31 EUR 118.78 –16.1 –16.1 –5.9
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 12/31 USD 258.67 –13.8 –13.8 –3.5
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 11/28 USD 1315.66 NS –1.0 –13.7 –15.8 –4.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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MGM Mirage delays opening
of hotel, scales back project

By Quentin Fottrell

DUBLIN—Dell Inc. said Thurs-
day that it is moving its Irish manu-
facturing operations to Poland by
early 2010, a move that will result in
the loss of 1,900 jobs, or about half
the company’s Irish work force.

The U.S.-based computer and in-
formation-technology company is
Ireland’s second-biggest foreign em-
ployer the country’s biggest ex-
porter and, according to some econ-
omists, has at its peak over the past
10 years contributed up to 5% of the
country’s gross national product.

The company, which estab-
lished its manufacturing facilities
for Europe, the Middle East and Af-
rica in Ireland in 1990, said the
move is part of a $3 billion com-
pany-wide cost-cutting initiative
announced last year.

Economists say the move is an-
other sign that the Irish economy,
fueled by the twin engines of a con-
struction boom and multinational
investment since the 1990s, is los-
ing its edge to less-expensive East-
ern European countries.

Dell said 1,300 sales and market-
ing jobs will remain in Dublin, as will
1,000 Limerick-based jobs in logis-
tics, solutions, procurement, engi-
neering and product development.

“This is a difficult decision, but
the right one for Dell to become
even more competitive, and deliver
greater value to customers in the re-
gion,” Sean Corkery, vice president
of the company’s Europe, Middle
East and Africa operations, said in
a statement.

Ireland provides an attractive
12.5% corporate tax rate for multina-
tional companies based in the coun-
try, but Dell said the transfer of op-
erations aims to simplify opera-
tions, improve productivity and re-
duce costs.

Alan McQuaid, economist at Blox-
ham Stockbrokers, said the size of
the job cuts is disappointing. “If
you’re starting to lose jobs in multi-
nationals it doesn’t augur well for
the economy as a whole,” he said.
“This is a warning that we need to re-
main competitive.”

Ireland’s National Competitive-

ness Council has highlighted key ar-
eas where the country had lost com-
petitiveness. They include produc-
tivity, labor and energy costs, in-
creased business regulation and
overall infrastructure quality.

The American Chamber of Com-
merce in Ireland said the decision
by Dell to cease manufacturing op-
erations in Limerick “is a signifi-
cant blow to the city, the mid-west
region and to the Irish economy.”
It said Dell was the last multina-
tional company manufacturing per-
sonal computers here, despite in-
tense competition from other coun-
tries. “It’s a tribute to the manage-
ment and staff that this invest-
ment was retained in Ireland for so
long,” it said.

IDA Ireland, the state agency
charged with attracting foreign-di-
rect investment mostly in services
and research and development, re-
ported 130 new investment an-
nouncements of more than Œ2 bil-
lion ($2.73 billion) last year.

However, earlier this week the
agency reported 10,044 job losses
last year at IDA-sponsored compa-
nies and 8,837 new jobs, creating a
net fall of 1,207 jobs at IDA-spon-
sored jobs during 2008.

Dell shifts Irish facilities
to Poland to cut costs

By Loretta Chao

BEIJING—Lenovo Group Ltd.
Thursday forecast a loss for the just-
ended quarter and said it would cut
11% of its work force and slash execu-
tive pay.

Analysts expressed doubts that
the restructuring measures by the
world’s fourth-largest computer
maker would boost its competitive-
ness, and the company’s Hong Kong-
listed shares plunged 26%, closing at
1.91 Hong Kong dollars (25 U.S. cents)
after ending at HK$2.58 Tuesday. On
Wednesday, trading was suspended.

In a statement, Lenovo said it ex-
pects to report a loss for its fiscal
third quarter that ended Dec. 31. It
aims to save US$300 million by
March 2010 by steps including lay-
ing off 2,500 employees world-wide
in the current quarter, including a
number of senior executives. Execu-
tive compensation will be cut be-
tween 30% and 50%, including bo-
nuses and other incentive pay-
ments, in the coming year.

“The actions we are taking today
are not easy,” Bill Amelio, Lenovo’s
chief executive, said in the state-
ment, adding that they “are neces-
sary for Lenovo to compete in to-
day’s economy.”

Lenovo has struggled to gain
market share outside of China, and
has only recently started an aggres-
sive push into the consumer PC seg-
ment, which is growing faster than
the commercial one.

“The restructuring is very neces-
sary but it [was] a given,” said
Charles Guo, an analyst with J.P.
Morgan Chase in Hong Kong, noting
that almost every company is cut-
ting staff. “If the revenue drops by
10% to 15%, all these cost savings
will be gone,” he said.

Lenovo’s China and Asia-Pacific
operations, which have been sepa-
rate businesses, will be consoli-
dated and led by Chen Shaopeng,
who currently runs Greater China
operations. The restructuring
moves will “better align” resources
with shifting customer demands,”
the statement said. Lenovo esti-
mates the restructuring will cost
about $150 million, most of which
will be taken in the current quarter.

Investors have been expecting

changes as Lenovo loses traction
outside China, its core market. The
company, which in November re-
ported a 78% decline in net profit for
its fiscal second quarter, has warned
that business would continue to suf-
fer as the global economy slows.

Lenovo’s failure to gain ground in
major consumer markets, including
the U.S., is disappointing and points
to internal problems, Mr. Guo said.

Bryan Ma, an industry analyst
for research firm IDC in Singapore,
said Lenovo is “being hit on all
sides, whether it’s the economy, PC
demand, or internally speaking, get-
ting their operations together and
developing products.” It was “ late
to the consumer party,” he said.

“Although the integration of the
IBM PC business for the past three
years was a success, our last quar-
ter’s performance did not meet our
expectations,” Lenovo chairman
Yang Yuanqing said in the state-
ment. “We are taking these actions
now to ensure that in an uncertain
economy, our business operates as ef-
ficiently and effectively as possible.”

Globally, Lenovo’s market share
measured by shipments shrank to
7.7% in the July-September period
from 8.2% a year earlier, according
to IDC.

In China, where the company
earns more than 40% of its total rev-
enue, Lenovo faces increasing com-
petition from Hewlett-Packard Co.
and Dell Inc. In the third quarter of
2008, H-P’s market share in China
by shipments was 11.6%, up from
10.4% a year earlier, and Dell’s was
9.3%, from 7.3% a year earlier. Leno-
vo’s share increased marginally, to
29.4% from 29.1%, IDC said.

Other PC makers also are moving
to increase efficiency as demand
slows. Over the past year, Dell has

laid off about 9,000 workers as part
of a long-term plan to save $3 billion
in annual costs. On Thursday, Dell
said it is moving manufacturing op-
erations in Ireland to Poland.

In the latest half year, Lenovo’s
share price has hit levels last seen
before the company acquired IBM’s
personal computer business in
2005. The stock peaked at HK$8.76
in November 2007.

After acquiring IBM’s PC busi-
ness, Lenovo has rolled out a num-
ber of major changes, filling its
ranks with Western executives from
IBM and Dell and opening factories
in Mexico and Poland. In two past re-
structurings, more than 2,400 jobs
were slashed. But analysts say the
company has been unable to signifi-
cantly grow its non-China business.

As companies tighten technol-
ogy spending, Lenovo’s big Taiwan
competitor, Acer Inc., has made
gains in the consumer PC segment
world-wide with low-price laptops.
Acer has remained the world’s third-
largest PC vendor, after pulling
ahead of Lenovo in 2007 through
the acquisition of Gateway Inc. for
$710 million. According to IDC, Acer
had 12.5% of the world-wide market
in the third quarter of 2008, up from
8% a year earlier.

Lenovo has looked at candidates
for another acquisition that could of-
fer distribution channels to expand
outside China. But so far, merger dis-
cussions have failed. In December,
Lenovo and Brazilian computer hard-
ware and software maker Positivo In-
formatica SA confirmed they ended
talks about a potential 2.2 billion Bra-
zilian real (US$968 million) merger.
 —Justin Scheck in

San Francisco and
Gao Sen in Beijing

contributed to this article.

Lenovo forecasts a loss
Computer maker
says it will cut jobs,
slash executive pay

Taiwan chip firms resist merger
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Slowing demand
Tough year ahead for PC makers, but less so in China
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Dell said its Limerick operation will
remain the logistics hub for Europe.

CORPORATE NEWS

By Jessie Ho

TAIPEI—Powerchip Semicon-
ductor Corp. said Thursday it is
working on a revised proposal to get
financial assistance from the gov-
ernment, but the plan doesn’t in-
clude acquiring smaller rival Pro-
MOS Technologies Inc.

The development poses a set-
back to the Taiwan government’s ef-
forts to take advantage of the indus-
try downturn to consolidate the is-
land’s struggling memory-chip mak-
ers. The government had earlier
hinted that companies able to con-
solidate and secure core production
technologies would likely have
higher chances of getting the aid.

ProMOS said Thursday that it
and Japan’s Elpida Memory Inc.
have submitted their own plan to se-

cure government assistance, and
the two companies plan to cooper-
ate on technology in the future.

The cooperation is a condition
for government assistance, ProMOS
spokesman Ben Tseng said.

Elpida is a strategic partner of
Powerchip, which is Taiwan’s larg-
est maker of dynamic random ac-
cess memory chips by revenue. The
two companies jointly own Taiwan-
based chip maker Rexchip Electron-
ics Corp.

Powerchip spokesman Eric Tang
said the company is also working
with Elpida to submit a revised pro-
posal for government aid. The gov-
ernment rejected their initial pro-
posal in late December, saying it
wasn’t in the long-term interests of
the industry.

Powerchip had said it would in-

clude a possible cooperation with
ProMOS in its proposal because the
government wanted an industry con-
solidation, but Mr. Tang said Thurs-
day the revised proposal will rule
out the acquisition of ProMOS.

In a further sign that personal
computer demand has been hurt
by the global economic slowdown,
Taiwan’s Asustek Computer Inc.
Thursday cut its fourth-quarter
shipment targets.

Asustek, which makes products
such as notebook computers and
motherboards under its own brand
name, said it now expects fourth-
quarter shipments of motherboards
to decline by 20% from the previous
quarter, a deeper decline than the
10% drop it forecast in late October.
 —Yuzo Yamaguchi in Tokyo

contributed to this article.

By Tamara Audi

MGM Mirage is scaling back its
massive City Center project under
construction on the Las Vegas Strip
as part of its emerging strategy to cut
costs, raise cash and sharpen focus.

The gambling giant said it will de-
lay the opening of the 400-room Har-
mon Hotel & Spa by one year until
2010 and cancel 200 residential units
it planned to build there.

The changes will shave $200 mil-
lion from City Center’s cost. The
company had previously announced
that design changes to the project
would save $400 million, reducing
the total budget to $8.6 billion from
$9.2 billion.

MGM Mirage owns City Center
with Infinity World Development
Corp., a subsidiary of Dubai World, a
major investment arm of the Persian
Gulf state of Dubai.

The companies said the rest of
City Center—which includes a

4,000-room hotel and casino, a
Mandarin Oriental hotel, two
condo towers, a condo-hotel and a
retail complex—will open as
planned in late 2009.

For more than a year, Las Vegas
has struggled with declining profits
as consumer spending has plunged
and the number of visitors has de-
clined. Casino companies have laid
off thousands and scrambled to cut
costs to be able to pay down billions
in debt they took on to build gam-
bling palaces when demand was soar-
ing. Analysts and casino operators
have said they expect 2009 to be an-
other difficult year.

Last month, MGM Mirage agreed
to sell its Treasure Island casino and
hotel to Kansas billionaire Phil Ruffin
Sr. for $775 million. The company,
which owns some of the most popu-
lar and best-known casinos on the
Las Vegas Strip, like the Bellagio and
the MGM Grand, may shed other
properties to raise cash.
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Short Mat Dollar B US BD LUX 01/07 USD 6.80 0.6 –20.7 –10.8
Short Mat Dollar B2 US BD LUX 01/07 USD 8.82 0.7 –20.8 –10.8
Short Mat Dollar I US BD LUX 01/07 USD 6.80 0.6 –19.9 –9.9

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 01/07 GBP 6.85 2.9 –25.9 –12.9
Andfs. Borsa Global GL EQ AND 01/07 EUR 5.91 1.8 –35.4 –19.8
Andfs. Emergents GL EQ AND 01/07 USD 10.69 6.9 –48.0 –17.4
Andfs. Espanya EU EQ AND 01/07 EUR 11.21 3.6 –34.2 –18.1
Andfs. Estats Units US EQ AND 01/07 USD 12.60 3.3 –34.2 –17.6
Andfs. Europa EU EQ AND 01/07 EUR 6.68 3.0 –38.2 –20.8
Andfs. Franca EU EQ AND 01/07 EUR 8.52 3.0 –37.4 –21.8
Andfs. Japo JP EQ AND 01/07 JPY 456.97 4.2 –36.1 –27.0
Andfs. Plus Dollars US BA AND 01/07 USD 8.47 0.4 –20.2 –9.9
Andfs. RF Dolars US BD AND 01/07 USD 10.25 0.3 –10.0 –4.1
Andfs. RF Euros EU BD AND 01/07 EUR 8.99 0.4 –18.9 –10.7
Andorfons EU BD AND 01/07 EUR 12.00 0.6 –21.8 –13.1
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 01/07 EUR 8.13 0.5 –28.9 –16.4

Andorfons Mix 60 EU BA AND 01/07 EUR 8.26 1.6 –34.6 –19.8

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 12/31 USD 134896.62 –48.3 –48.3 –22.2

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 01/08 EUR 10.12 0.5 –0.5 0.3
DJE-Absolut P GL EQ LUX 01/08 EUR 178.85 2.0 –27.8 –11.2
DJE-Alpha Glbl P EU BA LUX 01/08 EUR 155.86 1.3 –22.7 –8.2
DJE-Div& Substanz P GL EQ LUX 01/08 EUR 180.60 3.3 –23.3 –9.3
DJE-Gold&Resourc P OT EQ LUX 01/07 EUR 133.92 2.4 –31.6 –8.2
DJE-Renten Glbl P EU BD LUX 01/08 EUR 120.20 0.4 –1.5 0.2
LuxPro-Dragon I AS EQ LUX 01/08 EUR 96.55 4.0 –45.9 –12.6
LuxPro-Dragon P AS EQ LUX 01/08 EUR 94.34 4.0 –47.1 –13.6
LuxTopic-Aktien Europa EU EQ LUX 01/08 EUR 14.90 4.0 –21.9 –5.6
LuxTopic-Pacific AS EQ LUX 01/08 EUR 9.84 8.7 –53.8 –24.0

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 01/08 EUR 39.48 1.6 –63.0 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 01/08 USD 41.67 –1.2 –65.4 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 01/08 SEK 11.11 1.1 –63.5 –30.6
Baltic Fund EE EQ SWE 01/08 SEK 33.43 4.0 –54.1 –33.3
Eastern European Fund EU EQ SWE 01/08 SEK 20.30 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 01/08 SEK 4.59 4.0 –54.3 –18.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 12/30 CHF 71.39 –52.7 –52.1 –19.1
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 01/07 USD 251.16 2.3 –19.6 –8.0
Sel Emerg Mkt Equity GL EQ GGY 01/07 USD 136.15 3.9 –48.2 –18.2
Sel Euro Equity EUR US EQ GGY 01/06 EUR 80.13 7.5 –43.0 –26.2
Sel European Equity EU EQ GGY 01/07 USD 143.32 4.2 –47.7 –24.8
Sel Glob Equity GL EQ GGY 01/07 USD 148.66 3.5 –43.4 –24.3
Sel Glob Fxd Inc GL BD GGY 01/07 USD 128.14 –0.6 –13.8 –4.3
Sel Pacific Equity AS EQ GGY 01/07 USD 93.96 3.9 –45.0 –17.1
Sel US Equity US EQ GGY 01/07 USD 101.85 1.1 –37.8 –21.0
Sel US Sm Cap Eq US EQ GGY 01/07 USD 132.56 1.4 –38.9 –25.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 01/07 EUR 292.17 0.1 –18.7 –9.5
DSF 50/50 EU BA LUX 01/07 EUR 218.70 1.2 –25.4 –13.9
DSF 75/25 EU BA LUX 01/07 EUR 166.55 2.6 –32.3 –18.7
KBC Eq (L) Europe EU EQ LUX 01/07 EUR 411.28 5.8 –44.1 –27.1
KBC Eq (L) Japan JP EQ LUX 01/07 JPY 17037.00 1.8 –38.8 –29.6
KBC Eq (L) NthAmer EUR US EQ LUX 01/07 EUR 459.17 0.5 –38.0 –19.9
KBC Eq (L) NthAmer USD US EQ LUX 01/07 USD 666.10 0.4 –36.5 –17.8
KBL Key America EUR US EQ LUX 01/06 EUR 332.41 4.2 –41.2 –20.8
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Japan opens loan spigot
Central bank lends
money at low rates
for corporate finance

UBS account holders
fare well so far at IRS

Prosecutors say Madoff checks found
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By Arden Dale

NEW YORK—A wide range of peo-
ple continue to turn themselves in to
the Internal Revenue Service for fail-
ing to report taxable securities in
UBS-managed Swiss bank accounts,
and so far seem to be avoiding seri-
ous punishment.

However, some may ultimately
face civil or criminal penalties for
evading taxes as the IRS and the Jus-
tice Department review the ac-
counts, according to a tax attorney.

The DOJ is looking into whether a
group of 19,000 UBS clients evaded
U.S. tax-reporting requirements
through Swiss bank accounts. The in-
quiry centers on UBS’s cross-border
business, which allowed U.S. resi-
dents to bank with UBS AG bank
branches in Switzerland. (UBS is clos-
ing the business, and began that pro-
cess before the DOJ started investi-
gating the firm.)

“Just because you get a pass from
the IRS does not necessarily mean
you will get a pass from the DOJ,”
said Edward M. Robbins Jr., a partner
at the law firm Hochman, Salkin, Ret-
tig, Toscher & Perez in Beverly Hills,
Calif.

Doctors, lawyers, financial-ser-
vices executives and others have
been caught up in the UBS matter, as
owners of the Swiss accounts. Many
are older people who inherited ac-
counts from relatives.

At issue is whether account hold-
ers failed to report U.S. securities
they held in the accounts to the IRS,
and in that way avoided paying tax
on them.

The DOJ is investigating whether
UBS advisers helped clients evade
paying tax on U.S. securities held in
the Swiss accounts. The U.S. Securi-
ties and Exchange Commission also
is examining whether UBS Swiss bro-
kers engaged in activities that re-
quired them to be registered with the
SEC.

The IRS has seen a steady in-
crease in voluntary disclosures, most
of them involving taxpayers with un-
disclosed foreign accounts, accord-
ing to IRS spokesman Bruce I. Fried-
land. Such accounts are a “top prior-
ity” for the agency, and taxpayers hid-
ing assets overseas would “do well to
come in and voluntarily disclose”
them, he said.

Tax attorneys estimate that hun-
dreds of taxpayers have turned them-
selves in recently. The DOJ declined
to comment.

Voluntary disclosures work only
if the person approaches the IRS be-

fore the agency has identified the
problem. To qualify, he must meet
four conditions. First, the IRS or DOJ
mustn’t be auditing him already; sec-
ond, the money in question must be
from a legal source (in the case of
UBS, this would be money held in the
account); third, he must disclose any
other tax improprieties he has com-
mitted, such as underreporting busi-
ness income or overstating ex-
penses; and last, he must pay all
taxes and any penalties, or make
good-faith arrangements to pay.

Bryan Skarlatos, a partner at Kos-
telanetz & Fink LLP, a New York law
firm that specializes in tax contro-
versy and tax penalties, said he isn’t
“aware of any criminal indictments
or even any civil penalties being as-
sessed” so far.

A number of taxpayers have been
successful with their voluntary dis-
closures to the IRS, according to Mr.
Skarlatos. In these cases, the agency

acknowledges the person qualifies
provided he pays owed taxes or ar-
ranges to pay taxes, penalty and inter-
est. The IRS can still assess civil pen-
alties, but the criminal exposure “is
greatly reduced or eliminated,” said
Mr. Skarlatos.

The DOJ has a separate voluntary
disclosure program that “is not as tax-
payer friendly,” according to Mr. Rob-
bins. However, the DOJ gets its crimi-
nal tax cases largely from the IRS,
and isn’t likely to go forward if the
IRS had decided it wasn’t worth pros-
ecuting, according to Scott D. Michel,
an attorney at Caplin & Drysdale.

Tax advisers continue to make vol-
untary disclosures, but also are tak-
ing a “wait and see” attitude about
whether the IRS will issue any special
guidance, said Mr. Michel.

They are expecting to learn more
at an American Bar Association Tax
Section meeting in New Orleans this
weekend. There is likely to be much
discussion about undeclared ac-
counts there, Mr. Michel said, though
he said he doesn’t expect any major
announcements by the IRS or DOJ of-
ficials who attend.

UBS said it is continuing to coop-
erate with the investigations.
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The IRS has seen
a steady increase
in voluntary
disclosures.

By Michael S. Arnold

And Megumi Fujikawa

TOKYO—The Bank of Japan
launched a program Thursday to re-
invigorate the country’s financial
system by making more money avail-
able at very low rates.

The program, which runs
through April 3, is timed to avert a
cash crunch on March 31, when
most Japanese companies—and the
government—end their fiscal year.
The goal is “facilitating corporate fi-
nancing,” Bank of Japan Gov.
Masaaki Shirakawa said when he an-
nounced the program at the Dec. 2
policy board meeting.

On Thursday, banks lined up to
take 1.225 trillion yen ($13.22 bil-
lion) at a rate of 0.10%, providing
corporate bonds and commercial pa-
per as collateral.

By comparison, the interbank
lending rate—which banks charge
to lend to one another—was 0.74%
Thursday.

The Bank of Japan, which nor-
mally offers only overnight funds so
inexpensively, said it wasn’t limit-

ing the amount of funds available
through the program.

“As a central bank, we have more
to do” to ensure a smooth flow of
funds and bolster corporate fund
raising, Mr. Shirakawa told a parlia-
mentary committee Thursday.

The program began as Japanese
officials warned of the fragility of
the world’s second-largest econ-
omy. Mr. Shirakawa said Thursday
that Japan’s economy is in a “very
severe state,” and promised all-out
efforts to bring stability, though he
didn’t mention additional policy
steps.

Prime Minister Taro Aso told par-

liament Thursday that a sharp drop
in the value of the dollar would be a
“very big negative factor” for Ja-
pan, given its large national re-
serves of the U.S. currency.

Supporting the dollar-centered
global currency system is in Japan’s
national interest, Mr. Aso said. He
didn’t say if Tokyo might intervene
to push up the U.S. currency. Since
the start of the year, the Japanese
yen has weakened against the dol-
lar, ticking up slightly late this
week.

The Bank of Japan and other cen-
tral banks are seeking creative ways
to ensure that the financial system
has adequate capital and to encour-
age bank lending to businesses.

Japanese companies say banks
are becoming stricter about loans
as the global financial crisis has lim-
ited credit. The Bank of Japan’s tan-
kan business-sentiment survey re-
leased in December showed that
most companies find banks’ lending
policies severe rather than accom-
modative.

Analysts said Thursday that par-
ticipation in the program was
strong but it wasn’t yet clear, as the
economy continues to deteriorate,
whether banks will pass the money
along to companies or use it to
shore up their own balance sheets.
 —Takashi Nakamichi

contributed to this article.

By Amir Efrati

And Chad Bray

U.S. federal prosecutors said
Thursday that investigators who
searched Bernard Madoff’s office
desk after the money manager’s ar-
rest on Dec. 11 found about 100
signed checks totaling more than
$173 million.

The revelation came as part of a
motion by the U.S. attorney’s office
in Manhattan to revoke Mr. Madoff’s
bail after he mailed valuable jew-
elry, watches and other heirlooms to
relatives and friends shortly after
his arrest and in apparent violation
of a court-ordered asset freeze.

A criminal complaint filed
against Mr. Madoff on the day of his
arrest alleged the 70-year-old had
confessed to running a “giant Ponzi
scheme.” He allegedly told his sons,
Andrew and Mark, that he wanted
to transfer what funds were left at
his firm, $200 million to $300 mil-
lion, to certain employees, relatives

and friends. In fact, investigators
later found signed checks “ready to
be sent out,” the filing says.

The U.S. government Monday
sought to jail Mr. Madoff after learn-
ing of the mailings, which contained
items valued at about $1 million. Mr.
Madoff’s lawyers have argued he
didn’t violate any of his bail terms
and didn’t know the asset freeze ap-
plied to the items he mailed.

Separately, Britain’s Serious
Fraud Office opened an investiga-
tion into Mr. Madoff’s U.K. business
operations Thursday, raising the
prospect that he could also face
criminal charges in the U.K. The
probe follows a report received
from accounting firm Grant Thorn-
ton who were appointed liquidators
of London-based Madoff Securities
International Ltd., a proprietary
trading firm, in which Mr. Madoff
was a major shareholder.

The Serious Fraud Office, which
has the power to investigate and
prosecute and can freeze assets and

make arrests, said that the focus
will be on U.K. victims and any crimi-
nal offenses that might have been
committed in the U.K.

Stephen Raven, chief executive
of Madoff Securities International,
last month said the London firm
wasn’t a division of Bernard L. Mad-
off Investment Securities LLC,
which is at the center of the U.S.
fraud allegations, but that Mr. Mad-
off is a major shareholder and its
chairman.

A spokesman for Mr. Raven has
subsequently said the unit placed
bets on European stocks with the
Madoff family’s own money. The
spokesman said the firm, which has
ceased operations, had 28 employ-
ees, including 15 traders, and holds
£105 million ($158.7 million) that be-
longs to the Madoffs.

A spokesman for Grant Thornton
declined to comment on the extent
or any details of its report.
 — Marietta Cauchi

contributed to this article.
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MGA can sell Bratz dolls through 2009

By Peter Sanders

Walt Disney Co. is making a push
tocrackamarketthatfewmediacom-
panies have been able to conquer—
boys aged 6-14.

Next month, the company will
launch a boy-focused entertainment
brand called Disney XD, consisting of
anewcabletelevisionchannel,acom-
prehensive Web site with games, mu-
sic, videos and social networking.

For Disney, the move marks a new
push designed to replicate some of
the success it has scored in recent
yearswithitslargelygirl-targeteden-
tertainment franchises such as Han-
nah Montana, High School Musical
and the Jonas Brothers.

Thecompanyhasbeenabletopack-
agethosestarsintomarketingjugger-
nautsthatextendacrossallofthecom-
pany’s platforms, from the movie stu-
dio to the record label and theme
parks. Those franchises have become
an increasingly important compo-
nent of the company’s profitability.

But it hasn’t hit the same heights
withthesimilarlyagedboymarket.“I
think boys are just harder, in general,
to get galvanized behind any one
thing,” says Jane Buckingham, presi-
dentoftheIntelligence Group,amar-
ket-research firm in Los Angeles.

Disney has produced properties
that attract boys, including the
“Cars”and“PiratesoftheCaribbean”
franchises. But until now, the com-
pany hasn’t tried to package them to-
getherinsuchawayastoconsistently
target the young boy market.

“We looked at the landscape and
feel that girls are being served—if
not super-served, and preschoolers
are also well served, but boys really
haven’t been,” says Rich Ross, presi-
dent of Disney Channels Worldwide.

Using both television and a new
Web portal, Disney hopes to intro-
duce boys to a host ofnewlive-action
and animated shows, original mov-
ies, new music acts and games. And

Disney executives also hope to lever-
age boys’ love of sports, using the
company’s ESPN brand, which will
likely collaborate on original pro-
gramming and other sports-themed
topicsforDisneyXD.(Disneysaysthe
letters don’t refer to anything.)

On Feb. 13, Disney will rebrand its
existing animation channel, Toon
Disney, as Disney XD and will launch
the new action-adventure show
“Aaron Stone,” that it hopes will be-
come the channel’s centerpiece. The
showmelds aspects of whatthe com-
pany says boys are interested in: ac-
tion, adventure and videogames.

ToonDisneyiscurrentlyavailable

on both basic cable and digital pack-
ages in about 72 million households.
The Disney Channel is seen in about
97millionU.S.households.DisneyXD
will air traditional advertising spots,
according to Disney officials.

But the launch of Disney XD comes
amid a major advertising downturn,
which could pose a challenge as the
company hopes to attract advertisers
both online and television.

Like the Disney Channel, which
helped launch the careers of such
household names as Britney Spears,
Justin Timberlake and Shia LaBeouf,
executives want XD to serve as a
springboard for fresh faces.

Disney takes aim at boys
Animation channel
is rebranded in push
to crack the market

CORPORATE NEWS

Disney hopes the action-adventure show ‘Aaron Stone,’ will be the centerpiece of
the newly branded Disney XD channel.
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Air France-KLM

Air France-KLM said Thursday
its passenger traffic increased 1.3%
in December, fueled by the leisure
segment. Long-haul traffic also held
up well, rising 1.6% from a year ear-
lier. The French-Dutch carrier’s load
factor, a measure of how full its
planes were, edged up 0.3 percent-
age point to 78.9% in December,
with capacity up 0.9%. Cargo traffic,
meanwhile, slumped 20%, reflect-
ing the economic slowdown. In the
nine months ended Dec. 31, Air
France-KLM’s passenger traffic
rose 2.8% from a year earlier, while
cargo traffic fell 6.1%. Meanwhile,
Finnair Oyj said full-year traffic
rose 10% last year, pushed up by a
17% rise in Asian traffic. Irish flag
carrier Aer Lingus Group PLC,
which is trying to avert a takeover
by rival Ryanair Holdings PLC, said
it carried 4.6% fewer passengers in
December than a year earlier.

—Compiled from staff
and wire service reports.

Continental AG

Engineering firm Schaeffler
completes dicey takeover

Closely held German engineer-
ing company Schaeffler Group said
Thursday that it concluded its take-
over of bigger peer Continental AG
by paying out Œ75 ($102.20) a share
to shareholders. Continuing dis-
putes between the two companies
had added to concerns among inves-
tors about the deal as the global
auto industry is facing a dramatic
downturn and credit markets have
turned sour. Continental in August
accepted an unsolicited bid from
Schaeffler that at the time valued
the company at about Œ12.1 billion.
Schaeffler made several conces-
sions to win over Continental’s man-
agement, including raising its offer
and guaranteeing it wouldn’t take a
majority stake before 2012. Schaef-
fler said it now holds 49.9% of Conti-
nental’s voting stock and has trans-
ferred additional shares tendered to
financial institutions as planned.

Crucell NV

Shares of Dutch vaccine pro-
ducer Crucell NV opened 36%
higher Thursday after it confirmed
it was in merger talks with U.S drug
maker Wyeth. Crucell, which makes
vaccines for influenza, children’s
diseases and hepatitis B, said late
Wednesday it was in “friendly dis-
cussions with Wyeth that may lead
to a combination of the two compa-
nies.” A deal, which could be
reached as early as next week, ac-
cording to a person familiar with
the matter, could value Crucell at
more than Œ1 billion ($1.36 billion).
The potential merger is also a sign
of the relative strength of big phar-
maceutical companies, as their size
helps them weather the global eco-
nomic and financial turmoil better.
Petercam analyst Jan Van den
Bossche said Crucell is in a good ne-
gotiating position with Wyeth.

By Nicholas Casey

A U.S. federal judge ruled
Wednesday that MGA Entertain-
ment Inc. could continue to sell its
Bratz dolls through Dec. 31 before
being forced to turn over the fran-
chise to its rival, Mattel Inc.

The fate of the doll has been up
in the air for months since a jury last
summer ruled that the Bratz doll

had been conceived by a designer
who had been working at Mattel,
the maker of Barbie, at the time.

The decision represents a partial
victory for MGA because it stays a
previous ruling that would have
forced the toy company to relin-
quish its control of the dolls as early
as February. However, in the order,
Judge Stephen G. Larson of the U.S.
District Court for the Central Dis-
trict of California noted that his de-
cision wasn’t final, and that he
could reconsider the timing again.

The judge said he will consider a
request from Mattel to instead put
the doll franchise in the hands of a
court appointed body that would col-
lect doll revenues as MGA launches
an appeal.

The court also appointed an au-
ditor to review MGA’s finances for
the past three years. The books of
closely held MGA have remained
largely a mystery and Mattel has
accused MGA in court papers of
funneling funds into an offshore
corporation.

Princeton University announced
budget cuts to offset a steep expected
drop in its endowment, becoming the
latest wealthy college in the U.S. to in-
stitute austerity measures.

Still, the Ivy League school said it
expected to raise tuition and fees
next fall by only 2.9%, the smallest in-
crease in 43 years, to provide some re-
lief for cash-strapped families.

In line with Harvard, Yale and
other top private schools, Princeton

on Thursday predicted a steep drop
of 25% in its endowment for its fiscal
year, which ends June 30. That
would amount to a reduction of
about $4.1 billion.

Princeton’s endowment, worth
$16.3 billion on June 30, ranks fourth
in higher education, behind Harvard,
Yale and Stanford.

To pare costs, the school will cap
raises and administrative budgets
will be reduced by 5%.

Coffers lower, Princeton cuts costs

Bank of Ireland PLC

Bank of Ireland PLC said it was
scaling back its residential-mort-
gage operations in the U.K. to cut
costs. The move will save the bank
£30 million ($45.3 million) annually
and will result in a restructuring
charge of £40 million. The bank said
that it will close two offices in Eng-
land, in Reading and Solihull, and
that it will consult with as many as
600 employees on job cuts. It will
still offer mortgages via its joint ven-
ture with the U.K.’s post office and
its 44 branches in Northern Ireland.
It said the U.K. residential mortgage
book, which stood at £29 billion as
of Sept. 30, is expected to “reduce
significantly.”

Nissan Motor Co.

Nissan Motor Co. of Japan said
Thursday it is cutting 1,200 jobs in
the U.K., about a quarter of its work
force in the country, in response to
the downturn in the auto market.
The company, which employs 5,000
workers at its plant in Sunderland
in northeast England, plans to cut
shifts as part of a plan to adjust vol-
ume to meet a fall in demand. The
company’s U.K. unit produced
385,000 vehicles in 2008.The job
cuts will include 400 workers on
temporary contracts. Nissan said it
notified the Local Works Council
and the Unite union of the cuts. Vehi-
cle sales in Western Europe have
dropped dramatically in recent
months amid a credit squeeze and a
widespread economic downturn.

Roche Holding AG

Drug maker Roche Holding AG
of Switzerland Thursday entered an
agreement with privately-held U.S.
company Plexxikon Inc. to develop
and sell an experimental drug for
the treatment of a genetic kidney
disease. The deal is valued at as
much as $335 million. Roche, based
in Basel, will pay Plexxikon $60 mil-
lion upfront for the global rights for
a drug candidate codenamed
PLX5568 as well as a number of un-
disclosed potential drug candi-
dates. Plexxikon, based in Berkeley,
Calif., could receive a further $275
million over the term of the partner-
ship if certain milestones in the de-
velopment of treatments for poly-
cystic kidney disease, are met, the
companies said. Polycystic kidney
disease is characterized by the
growth of cysts in the kidneys.

Hays PLC

U.K. specialist recruiters Hays
PLC and Michael Page Interna-
tional PLC are set for a difficult
year as deteriorating economic con-
ditions and turmoil in the financial
sector affect almost every industry
and geographic market. Thursday,
Hays, the U.K.’s largest recruit-
ment company by market capitali-
zation, reported a 6% decline in sec-
ond-quarter net fees, or 10% on a
like-for-like basis, and smaller ri-
val Michael Page said that fourth-
quarter gross profit was lower in
all regions. Michael Page, which
trimmed its work force by 9.3% in
the fourth quarter, said it will cut
further jobs. The company slightly
raised its full-year pretax profit
forecast to £140 million ($212 mil-
lion), which would mean a 4.8% de-
cline from 2007, as it picked up mar-
ket share from failed rivals.

UniCredit SpA

Italian bank UniCredit SpA said
Thursday it has appointed Karl
Guha as its new chief risk officer. He
will also become a member of Uni-
Credit’s management committee.
The 44-year-old Mr. Guha, a Dutch
and American citizen, worked for al-
most 20 years at ABN Amro in vari-
ous positions. He succeeds Henning
Giesecke, who left his position on
Dec. 31, but will continue to operate
within the group as chief risk officer
of the German-based HVB. Uni-
Credit has been hit hard by the finan-
cial crisis because of write-downs
and its exposure to foreign markets.
It had to lower its 2008 targets
twice in the final quarter of last
year. In December it said that it ex-
pects to make a full-year net profit
of Œ4 billion ($5.5 billion).
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Am Blend Portfolio A US EQ LUX 01/07 USD 8.26 0.6 –40.5 –23.0
Am Blend Portfolio I US EQ LUX 01/07 USD 9.65 0.5 –40.0 –22.4
Am Growth A US EQ LUX 01/07 USD 23.17 1.2 –32.1 –14.3
Am Growth B US EQ LUX 01/07 USD 19.67 1.1 –32.8 –15.2
Am Growth I US EQ LUX 01/07 USD 25.48 1.2 –31.5 –13.6
Am Income A US BD LUX 01/07 USD 7.28 1.4 –10.2 –3.1
Am Income A2 US BD LUX 01/07 USD 15.44 1.4 –10.3 –3.2
Am Income B US BD LUX 01/07 USD 7.28 1.4 –10.9 –3.8
Am Income B2 US BD LUX 01/07 USD 13.40 1.4 –11.0 –3.9

Am Income I US BD LUX 01/07 USD 7.28 1.4 –9.7 –2.5
Am Value A US EQ LUX 01/07 USD 7.30 1.2 –35.6 –20.2
Am Value B US EQ LUX 01/07 USD 6.79 1.2 –36.2 –21.0
Am Value I US EQ LUX 01/07 USD 7.80 1.3 –35.1 –19.5
Asian Technology A OT EQ LUX 01/07 USD 8.98 2.6 –39.8 –25.8
Asian Technology B OT EQ LUX 01/07 USD 7.93 2.6 –40.4 –26.6
Asian Technology I OT EQ LUX 01/07 USD 9.93 2.6 –39.3 –25.2
Emg Mkts Debt A GL BD LUX 01/07 USD 11.76 0.9 –19.1 –7.1
Emg Mkts Debt A2 GL BD LUX 01/07 USD 14.07 1.1 –19.0 –7.0
Emg Mkts Debt B GL BD LUX 01/07 USD 11.76 0.9 –19.9 –8.0
Emg Mkts Debt B2 GL BD LUX 01/07 USD 13.68 1.0 –19.9 –8.0
Emg Mkts Debt I GL BD LUX 01/07 USD 11.76 0.9 –18.6 –6.5
Emg Mkts Growth A GL EQ LUX 01/07 USD 20.47 2.1 –54.6 –22.2
Emg Mkts Growth B GL EQ LUX 01/07 USD 17.52 2.2 –55.0 –23.0
Emg Mkts Growth I GL EQ LUX 01/07 USD 22.52 2.2 –54.2 –21.6
Eur Blend A EU EQ LUX 01/07 EUR 9.46 3.6 –43.8 –27.4
Eur Blend I EU EQ LUX 01/07 EUR 9.66 3.5 –43.4 –26.8
Eur Growth A EU EQ LUX 01/07 EUR 5.79 3.9 –41.9 –24.8
Eur Growth B EU EQ LUX 01/07 EUR 5.26 4.0 –42.5 –25.6
Eur Growth I EU EQ LUX 01/07 EUR 6.26 3.8 –41.5 –24.2
Eur Income A EU BD LUX 01/07 EUR 5.15 1.4 –21.9 –12.2
Eur Income A2 EU BD LUX 01/07 EUR 9.34 1.4 –22.0 –12.3
Eur Income B EU BD LUX 01/07 EUR 5.15 1.4 –22.5 –12.9
Eur Income B2 EU BD LUX 01/07 EUR 8.75 1.4 –22.6 –13.0
Eur Income I EU BD LUX 01/07 EUR 5.15 1.4 –21.4 –11.7
Eur Strat Value A EU EQ LUX 01/07 EUR 7.18 3.2 –46.2 NS
Eur Strat Value I EU EQ LUX 01/07 EUR 7.29 3.1 –45.7 NS

Eur Value A EU EQ LUX 01/07 EUR 7.55 3.7 –43.2 –27.5
Eur Value B EU EQ LUX 01/07 EUR 7.01 3.5 –43.8 –28.2
Eur Value I EU EQ LUX 01/07 EUR 8.65 3.6 –42.8 –26.9
Gl Balanced (Euro) A EU BA LUX 01/07 USD 13.13 1.5 –32.6 NS
Gl Balanced (Euro) B EU BA LUX 01/07 USD 12.91 1.4 –33.2 NS
Gl Balanced (Euro) C EU BA LUX 01/07 USD 13.06 1.5 –32.8 NS
Gl Balanced (Euro) I EU BA LUX 01/07 USD 13.28 1.5 –32.1 NS
Gl Balanced A US BA LUX 01/07 USD 13.43 1.1 –33.8 –17.0
Gl Balanced B US BA LUX 01/07 USD 12.89 1.0 –34.5 –17.8
Gl Balanced I US BA LUX 01/07 USD 13.83 1.0 –33.3 –16.4
Gl Bond A US BD LUX 01/07 USD 8.54 –0.1 –3.8 0.4
Gl Bond A2 US BD LUX 01/07 USD 14.21 0.0 –3.8 0.4
Gl Bond B US BD LUX 01/07 USD 8.54 –0.1 –4.8 –0.6
Gl Bond B2 US BD LUX 01/07 USD 12.57 0.0 –4.8 –0.6
Gl Bond I US BD LUX 01/07 USD 8.54 –0.1 –3.2 1.0
Gl Conservative A US BA LUX 01/07 USD 13.26 0.6 –19.7 –8.6
Gl Conservative A2 US BA LUX 01/07 USD 14.67 0.6 –19.7 –8.5
Gl Conservative B US BA LUX 01/07 USD 13.25 0.6 –20.5 –9.5
Gl Conservative B2 US BA LUX 01/07 USD 14.08 0.6 –20.5 –9.4
Gl Conservative I US BA LUX 01/07 USD 13.28 0.6 –19.2 –8.0
Gl Eq Blend A GL EQ LUX 01/07 USD 9.09 1.7 –49.7 –28.0
Gl Eq Blend B GL EQ LUX 01/07 USD 8.61 1.7 –50.3 –28.7
Gl Eq Blend I GL EQ LUX 01/07 USD 9.51 1.7 –49.3 –27.4
Gl Growth A GL EQ LUX 01/07 USD 32.91 2.0 –50.6 –26.7
Gl Growth B GL EQ LUX 01/07 USD 27.74 2.0 –51.1 –27.4
Gl Growth I GL EQ LUX 01/07 USD 36.25 2.1 –50.2 –26.1
Gl High Yield A US BD LUX 01/07 USD 3.09 4.0 –29.1 –13.6
Gl High Yield A2 US BD LUX 01/07 USD 6.00 4.2 –29.2 –13.7

Gl High Yield B US BD LUX 01/07 USD 3.09 4.0 –29.9 –14.5
Gl High Yield B2 US BD LUX 01/07 USD 9.74 4.2 –29.9 –14.6
Gl High Yield I US BD LUX 01/07 USD 3.09 4.0 –28.6 –13.1
Gl Value A GL EQ LUX 01/07 USD 8.61 1.4 –48.9 –29.4
Gl Value B GL EQ LUX 01/07 USD 7.99 1.4 –49.4 –30.1
Gl Value I GL EQ LUX 01/07 USD 9.08 1.3 –48.5 –28.8
India Growth A EA EQ LUX 01/05 USD 60.22 4.2 –57.6 –13.2
India Growth B EA EQ LUX 01/05 USD 51.98 4.2 –58.0 –14.0
India Growth I EA EQ LUX 01/05 USD 62.14 4.2 –57.4 –12.9
Int'l Health Care A OT EQ LUX 01/07 USD 115.41 –1.7 –30.2 –13.7
Int'l Health Care B OT EQ LUX 01/07 USD 98.31 –1.7 –30.9 –14.6
Int'l Health Care I OT EQ LUX 01/07 USD 125.11 –1.7 –29.7 –13.0
Int'l Technology A OT EQ LUX 01/07 USD 75.27 2.9 –42.5 –20.9
Int'l Technology B OT EQ LUX 01/07 USD 65.86 2.9 –43.0 –21.7
Int'l Technology I OT EQ LUX 01/07 USD 83.74 2.9 –42.0 –20.2
Japan Blend A JP EQ LUX 01/07 JPY 5412.00 0.9 –42.7 –30.2
Japan Blend I JP EQ LUX 01/07 JPY 5524.00 0.9 –42.3 –29.7
Japan Growth A JP EQ LUX 01/07 JPY 5480.00 –1.5 –41.6 –29.9
Japan Growth I JP EQ LUX 01/07 JPY 5595.00 –1.5 –41.1 –29.3
Japan Strat Value A JP EQ LUX 01/07 JPY 5323.00 3.2 –44.2 –30.3
Japan Strat Value I JP EQ LUX 01/07 JPY 5422.00 3.2 –43.7 –29.8
Real Estate Sec. A OT EQ LUX 01/07 USD 10.74 0.7 –43.2 –31.6
Real Estate Sec. B OT EQ LUX 01/07 USD 9.91 0.6 –43.9 –32.3
Real Estate Sec. I OT EQ LUX 01/07 USD 11.45 0.6 –42.8 –31.1
Short Mat Dollar A US BD LUX 01/07 USD 6.80 0.6 –20.3 –10.4
Short Mat Dollar A2 US BD LUX 01/07 USD 8.82 0.7 –20.4 –10.5
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Fresh economic worries
push regional markets lower

Eurozone Large-Cap Equity
Funds that invest primarily in the equities of large-cap companies from the 12 Eurozone
countries. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending January 08, 2009

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

4 UBS-ETF MSCI UBS-ETF EURiLuxembrg NS 61.76 49.44 NS
EMU Inc

NS SGAM ETF SGAM Luxembourg EURiFrance NS 58.25 NS NS
XBear DJ Eurostoxx 50 Acc S.A.

NS SGAM ETF SGAM Luxembourg EURiFrance NS 28.29 NS NS
Bear DJ Eurostoxx 50 Acc S.A.

5 DB Platinum DB Platinum EURiLuxembrg –1.51 –11.58 3.36 NS
IV Europa Gewinnstuf R1C Acc Advisors S.A.

5 AMB Generali Generali EURiGermany 1.38 –15.50 –0.63 NS
Euroland Protect Io A Inc Investments Deutschland KaG

5 Allianz Allianz Belgium EURiBelgium 5.01 –20.50 –4.56 8.28
Capital Focus Acc

NS Harewood Harewood Asset EURiFrance –2.35 –20.90 –2.15 NS
Covered European Equity A Acc Management

5 UniExtra: Union Investment EURiLuxembrg 0.30 –23.75 –2.98 NS
EuroStoxx-50 Inc Luxembourg S.A.

5 UFF Union Financière EURiFrance –0.32 –23.80–11.21 0.82
Multitalents LT A Inc de France

NS Goupil Acc Performance EURiFrance 5.27 –25.00 NS NS
Gestion

Philippine bond sale attracts strong demand
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Ameritrade buys thinkorswim
Deal for $606 million
expands options,
trading capabilities

Temasek loses $2.3 billion on Merrill

FUND SCORECARD
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By Rosalind Mathieson

And V. Phani Kumar

Asian technology, energy and fi-
nancial shares led regional markets
lower Thursday following a sharp
fall on Wall Street, on new concerns
about the U.S. economy and corpo-
rate earnings.

Technology shares such as Tokyo
Electron were hit especially hard af-

ter U.S. semiconduc-
tor giant Intel
warned of an ex-
pected drop of 23%
in its fourth-quar-

ter revenue, while resources compa-
nies such as Cnooc and BHP Billiton
dived after crude-oil prices tumbled.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies dropped
362.82 points, or 3.9%, to 8876.42,
after rising in the previous seven
sessions. Among tech losers, Tokyo
Electron fell 13% and Advantest
sank 12%. Energy company Inpex
dropped 9%.

Most auto stocks fell in Tokyo,
but Mitsubishi Motors gained 3.6%
in heavy volume after the Nikkei
newspaper reported the company

would supply France’s PSA Peugeot
Citroën with electric cars as early
as next year.

In Hong Kong, the Hang Seng In-
dex extended its losing streak to a
third session, dropping 3.8% to
14415.91.

Bank of China slid 8.4% a day af-
ter news broke that the Li Ka Shing
Foundation sold two billion shares of
the lender. China Construction Bank
fell 4.4% after Bank of America con-
firmed it sold a $2.8 billion stake in
the Chinese bank a day earlier.

Industrial & Commercial Bank
of China fell 6.8% on concerns that
the expiration of a lockup on its
shares in April and October would
prompt strategic investors to sell.

Lenovo Group plunged 26% after
it warned of a loss for the October-
December period due to lower de-
mand for personal computers glo-
bally.

Energy producer Cnooc dropped
6.7%.

In Sydney, the ASX/200 index
sank 2.3% to 3694.30, with re-
sources shares declining. Woodside
Petroleum fell 6% and miner BHP
Billiton slid 5.7%.

By Brett Philbin

NEW YORK—TD Ameritrade
Holding Corp. agreed to acquire
thinkorswim Group Inc. for $606
million in cash and stock, in a move
to push further into the options mar-
ket and build up its investor-educa-
tion programs.

The deal allows TD Ameritrade
to tap into a segment that has
surged in recent months due to high
levels of market volatility. The op-
tions market has been an expanding
business for TD Ameritrade, as the
company said options trading in-
creased 46% year over year in its fis-
cal fourth quarter.

The deal also will boost the
Omaha, Neb., online broker’s fu-

tures, foreign-exchange and other
trading capabilities.

“This transaction advances our
trading strategy by several years
and extends our position in the ac-
tive trading market,” said TD Ameri-
trade Chief Executive Fred Tomczyk
in an interview.

Shares of TD Ameritrade were
down 1.2%, to $13.32, late-afternoon
on the Nasdaq Stock Market, while
thinkorswim surged 47%, to $8.33,
also on the Nasdaq.

During a conference call, Chief Fi-
nancial Officer Bill Gerber said the
combined company would have
350,000 average client trades a day
and 73,000 average options trades a
day. The deal also would give TD
Ameritrade $281 billion in client as-
sets and 7.1 million in total accounts.

TD Ameritrade said the deal
would boost its fiscal 2010 earnings
3% to 7% and 10% to 15% once
thinkorswim is fully integrated with
the company.

“We have been building our cash

and keeping powder dry for a while
exactly for this reason to take advan-
tage of a market that’s been de-
pressed,” Mr. Tomczyk said.

The agreement is expected to
close in six months. Ameritrade will
pay $225 million in cash and issue
28 million shares to thinkorswim
holders—$3.34 in cash and 0.398
Ameritrade share for each thinkor-
swim share. That values thinkor-
swim at $8.71 a share, a 54% pre-
mium to Wednesday’s closing price.

Ameritrade also said it will begin
a 28 million share buyback so total
shares outstanding won’t be in-
creased by the acquisition.

In a note to clients, Fox-Pitt Kel-
ton analyst David Trone said “the
transaction enhances TD Ameri-
trade’s options platform, which we
believe was technologically infe-
rior.” Mr. Trone, however, said the
deal “doesn’t hold much strategic
merit” for TD Ameritrade.
 —Mike Barris

contributed to this article.

Data as shown is for information purposes only. No offer is being made by
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Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Ditas Lopez

SINGAPORE—The Philippines
has raised $1.5 billion in 10-year
bonds, opening the international
debt market for other Asian issuers,
which have been unable to borrow
in dollars since the global credit cri-
sis deepened in September.

Asia’s first international sover-
eign bond for this year attracted
about $6 billion in demand from glo-
bal investors, of which 41% came
from Asia, 37% from the U.S. and
22% from Europe, according to the
Philippines’ Department of Finance.

“The transaction fulfills the gov-
ernment’s expected external fund-
ing requirements for 2009 and rep-
resents an important success for
the Philippines,” Finance Secretary
Margarito Teves said.

The bond, maturing June 17, 2019,
was priced at 99.158 to pay a yield of
8.5%, at the low end of the range of
8.50% to 8.75% the Philippines had sug-
gested it might yield. Lead managers
were Credit Suisse Group, Deutsche
Bank AG and HSBC Holdings PLC.

The public offshore-bond mar-
ket hasn’t seen a deal out of the
Asian-Pacific region, except for Aus-

tralia, since September, when Hong
Kong’s Wing Hang Bank Ltd. sold
$225 million in a perpetual bond.

The Manila deal could prompt
other issuers from the region to try to
raise debt in coming weeks. Indonesia
and South Korea also are expected to
tap the market early this year. Poten-
tial Korean borrowers include the
state-owned Korea Development
Bank and Export-Import Bank of Ko-
rea.

The Philippine government will
use the proceeds to help finance a
targeted budget deficit of 102 bil-
lion pesos ($2.19 billion) this year.

By Costas Paris

And Se Young Lee

SINGAPORE—Singapore state in-
vestment company Temasek Hold-
ings Pte. Ltd. has incurred a paper
loss of as much as US$2.3 billion
from its investment in Merrill
Lynch & Co., a person familiar with
the situation said Thursday.

“At the end of 2008, the paper
loss was between $2.2 billion and
$2.3 billion,” the person said.

A Temasek representative de-
clined to comment.

Temasek, in a filing with the U.S.

Securities and Exchange Commis-
sion dated Monday, said it had held
about 219.7 million Merrill shares
before converting them into Bank of
America Corp. shares.

Bank of America completed the
Merrill purchase Jan. 1. Under the
terms of the acquisition, Temasek
received 0.8595 Bank of America
common share for one Merrill
share, which amounts to 189 million
Bank of America shares.

“Temasek has no plans to sell the
Bank of America shares anytime
soon at such a big loss. They expect
banking-sector shares in the United

States to eventually recover,” the
person said, without elaborating.

Temasek bought about 9% of
Merrill last December for $5 billion,
or $48 a share, but its effective pur-
chase price was reduced in July
when the bank gave it another
$2.5 billion in shares. The transfer
was a result of a price-protection
measure triggered when the bank
raised more funds from other inves-
tors at a lower price per share.

On the last day of trade before the
deal was sealed on Dec. 31, the value
of each Merrill share was $12.10.
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By Gerald F. Seib

Rarely has a U.S. president—to
say nothing of a Democratic presi-
dent—been thrown into the arms of
the business community on his way
in the door as has Barack Obama.

It’s a shotgun marriage, to be
sure, compelled by the financial-

markets crisis, the
collapse in housing
and the hemorrhag-
ing of auto makers.
The question now

is whether the two partners can live
together productively, or will slide
into marital squabbling.

We may get some quick hints.
One of Mr. Obama’s early agenda
items once he’s in office, aides say,
will be sitting down with a select
group of the country’s business lead-
ers to talk shop. He is likely to find
the business community lending a
hand in pushing the big stimulus
package he outlined in an economic
speech Thursday. The plan’s empha-
sis on tax cuts has pleasantly sur-
prised business leaders, and many
are fans of the “infrastructure
spending” part of that package. Busi-

ness leaders also are practically beg-
ging to be part of a quest for a better
education system.

The biggest source of long-term
friction, on the other hand, likely
will be global warming.
The environmental team
Mr. Obama has assembled
scares business leaders al-
most as much as his prag-
matic economic team reas-
sures them. There will be a
potentially nasty early
fight over legislation de-
signed to help unions orga-
nize, which could chill the
relationship. A wild card is
the administration’s atti-
tude on trade, which is
hard to gauge.

Overall, business leaders are
more sanguine about their ability to
work with the Obama administration
than to work with the Democratic-
controlled Congress. Indeed, Mr.
Obama may well find himself playing
domestic conciliator, trying to bro-
ker peace between feuding clans in
the business world and Congress.

One thing is certain: Traditional
thinking about relations between a

Democratic administration and the
business community needs to be
thrown out. This is a new era.

For starters, in many ways the
government now is the business

community, or at least a
part of it. When the govern-
ment is a direct stake-
holder in the nation’s auto
and financial industries,
and is becoming the life-
support system for the
housing industry, it seems
almost anachronistic to
talk about a divide between
government and business.

What’s more, many more
Democratic voters now are
stakeholders in the business
community. Bernadette

Budde, the chief political analyst for
the Business Industry Political Action
Committee, points out that exit polls
found that fully two-thirds of Novem-
ber’s voters said that either they or
their spouse have investments in the
stock market. Because voters now are
so broadly integrated with the busi-
ness sector, she says, “we were going
to be part of the new administration’s
base no matter who that was.”

Ms. Budde thinks the Obama
team’s decision to devote perhaps
40% of its giant economic-stimulus
package to tax cuts bodes well for
business-administration coopera-
tion at the outset. “Tax cuts is the
one area where we feel pretty good
about what we’ve heard from the ad-
ministration,” she says.

Similarly, she thinks there is sig-
nificant business backing for spend-
ing stimulus funds on infrastructure.
“We have great needs with ports,
roads, the basics,” she says. “It’s not
just bridges. We need to rethink the
whole system of transport.”

A third area where she sees po-
tential cooperation is energy, where
the business community shares
both the Obama desire for a signifi-
cant move toward energy indepen-
dence and his concern that slump-
ing oil prices will make the nation re-
lax in pursuit of it.

Others offer similar analyses.
Bruce Josten, executive vice presi-
dent for government affairs at the
U.S. Chamber of Commerce, says
there is a broad convergence of in-
terest between business and the in-
coming administration on the stimu-

lus package. Businesses and the ad-
ministration alike have the same pri-
mary need, which is to restart eco-
nomic growth, and both see stimu-
lus spending as part of the formula:
“We’re strong supporters of the
shovel-ready infrastructure build-
out. We’re strong supporters of the
green-industry buildout.”

Similarly, he says businesses
hurt by the collapse of financial mar-
kets are as eager as the new adminis-
tration for a rational new regulatory
system to oversee them.

The great mystery overhanging
all this is whether business and the
administration are destined to be
partners or pugilists in the coming
debate over fixing the health-care
system. By campaigning on a plat-
form that called for neither a gov-
ernment mandate that all be in-
sured, nor the dismantling of the
employer-based health-insurance
system, Mr. Obama has pointedly
left open the door to compromise.
Whether he and the business com-
munity walk through that door to-
gether will emerge as one of the
more intriguing questions in the
new Washington.

Business groups and Obama enjoy a honeymoon, for now

By Steve Stecklow

The United Nations hasn’t re-
newed funding for a special task force
that uncovered about $630 million in
alleged contract fraud, and efforts to
retain some of its investigators have
been delayed following objections
from the Russian government.

The delays could put at risk 175
investigations that the task force
had not completed, according to
Inga-Britt Ahlenius, who oversees
the U.N.’s main investigative divi-
sion, the Office of Internal Over-
sight Services, or OIOS.

Some of those investigations in-
volve Russian nationals and compa-
nies, according to a person familiar
with the matter. The task force also
followed up on a case in which a
former U.N. purchasing agent from
Russia pleaded guilty in 2005 to fed-
eral charges of soliciting bribes from
U.N. contractors, this person said.

Russia introduced a U.N. resolu-
tion last month that would have
barred the U.N. from hiring mem-
bers of the task force for three
years. The resolution was defeated,
but the hiring of some investigators
has become mired in bureaucracy. A
spokesman for the U.N.’s Russian
mission didn’t respond to requests
for comment.

The task force—which was cre-
ated in 2006 in the wake of a scandal
in the U.N.-administered oil-for-food
program in Iraq—was never in-
tended to be permanent. The U.N.
had only funded it through Dec. 31.
But the prospect that its investiga-
tions will be dropped raises ques-
tions about the U.N.’s commitment to
police itself, some U.S. officials say.
As previously reported last month,
an American-backed drive to protect
U.N. employees who attempt to ex-
pose wrongdoing is also faltering.

The contract-fraud unit, known as
the Procurement Task Force, investi-
gated bid-rigging, bribery and other
abuses at U.N. headquarters and in
peacekeeping missions abroad.

In its three years of operation, the
task force racked up successful crimi-
nal convictions of a U.N. employee
and contractor, initiated disciplinary
actions against 17 other U.N. employ-
ees, and suspended or removed more
than 45 private companies from the
U.N. contracting process, according
to records and interviews. It identi-
fied more than $25 million that it
says was wasted or ended up un-
justly enriching vendors.

U.S. prosecutors have credited
the task force’s spadework with
helping them to convict in June
2007 a former U.N. procurement of-
ficial, Indian national Sanjaya Ba-
bel, on fraud and bribery charges.
He was found guilty of helping a
friend secure about $100 million in
U.N. contracts in exchange for a dis-
count on two luxury Manhattan
apartments and cash. A contractor
pleaded guilty to bribery in the case.

Since funding for the unit ended,

two of the unit’s 18 investigators
have found other jobs within OIOS.
Ms. Ahlenius says she wants to hire
nine people, including about six
from the task force, for six months to
help conclude the unfinished investi-
gations. But those hirings have been
held up in the U.N. bureaucracy.

“If we can’t get these people on
board, we can’t continue the investi-
gations,” she says. She added that
OIOS, which currently has about 75
investigators, lacks experts in con-
tract fraud. From 40 to 50 of the 175
probes outstanding are considered
high-priority, according to a confi-
dential OIOS document.

Angela Kane, the U.N.’s under-
secretary-general for management,
whose department oversees hir-
ings, says: “We want to make sure
that everything, particularly with
the sensitivity of the situation, fol-
lows the rules and regulations of the
United Nations.”

Also in limbo is the status of the
task force’s chief, Robert Appleton,
a former assistant U.S. attorney in
Connecticut. Mr. Appleton had
served as special counsel to the oil-
for-food investigative committee
headed by former Federal Reserve
Chairman Paul A. Volcker, which
had recommended creating the task
force. “He has done wonderful, ex-
cellent work for close to three
years,” Ms. Ahlenius said.

Mr. Appleton applied to be
OIOS’s director of investigations
more than a year ago. But after a hir-
ing panel selected him and three
other finalists from a pool of 73 can-
didates, another board recently de-
cided to restart the process, be-
cause all four finalists were Ameri-
can males, say U.N. officials.

“According to U.N. rules, there
has to be some geographical choice,
and women have to be part of the
process,” said Michele Montas, a
spokeswoman for U.N. Secretary-
General Ban Ki-moon. U.N. officials
say the hiring process could take an-
other three months or more. Mr. Ap-

pleton, who declined to comment
about his application, is no longer
on the U.N. payroll.

During its existence, the task
force has faced criticism from sev-
eral countries. In 2007, Singapore
publicly complained about the treat-
ment of one of its nationals, Andrew
Toh, an assistant U.N. secretary-gen-
eral in the management department,
who was accused of mismanagement
and failing to provide financial infor-
mation sought by the task force. Mr.

Toh, who denied any wrongdoing, re-
signed from the U.N. a year ago. He
couldn’t be reached for comment.

More recently, Russia opposed
an audit board’s recommendation
to incorporate “the skills of the Pro-
curement Task Force in OIOS,” argu-
ing the department already has
such capability, according to U.N.
minutes. “The bottom line is the Rus-
sians didn’t want these folks to be re-
hired,” said a U.S. official, who de-
clined to be identified.

U.N. lets antifraud task force dissolve
Delays in retaining investigators following Russian objections could put 175 uncompleted probes at risk

Bernadette
Budde

ECONOMY & POLITICS

The task force racked up successful criminal convictions of a U.N. employee and
contractor and initiated disciplinary actions against 17 other U.N. employees.
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The United Nations’
Procurement Task Force
Some achievements of the task
force, which operated from 2006 to
2008 and specialized in
investigating contract fraud:

n Identified about $630 million in
allegedly tainted U.N. contracts

n Brought successful criminal
convictions of a U.N. employee and
a contractor

n Initiated disciplinary actions
against 17 other U.N. employees,
including at least five who were dis-
missed

n Suspended or removed more than
45 private companies from the U.N.
contracting process

n Identified more than $25
million that it says was wasted or
ended up unjustly enriching vendors

Source: U.N. records and interview
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A big Kuwaiti bank defaults
News about Global
spurs fear over health
of lenders in region

By Oliver Klaus

And Mirna Sleiman

DUBAI—Top Kuwaiti investment
bank Global Investment House said
it defaulted on most of its $3 billion
in debt obligations, raising con-
cerns that other Arab Gulf financial
firms may follow as the world finan-
cial crisis is spreading to the region,
Zawya Dow Jones reported.

“Global confirms that as a conse-
quence of a capital repayment de-
fault in the second half of December…
the company is in default on the ma-
jority of its financial indebtedness,”
the lender said on Thursday.

Global Investment, which is
listed on the Kuwait bourse and has
global depositary receipts listed at
the London Stock Exchange, is the
biggest indigenous investment
bank in the Gulf by market value and
manages one of the region’s largest
funds. The bank has been in talks to
refinance its 830 million Kuwaiti di-
nar ($2.93 billion) debt after two rat-
ing agencies downgraded the com-
pany, citing a risk of default.

“Global’s statement today is fur-
ther evidence that its problems
haven’t gone away and the situation
remains pretty dire,” said Robert
Thursfield of Fitch Ratings, which
for Global has a “C” long-term issuer
default rating on rating watch nega-
tive.

The development comes amid
continuing speculation over the
health of Kuwait’s financial sector
and how it will be affected by the glo-
bal financial crisis after the coun-
try’s fourth-largest lender, Gulf
Bank, had to be rescued by the gov-
ernment in November amid the
emergence of significant trading
losses.

The Kuwait Stock Exchange All-
Share Index has dropped 21.6% in
the past two months, according to
Zawya.com data, as investors’ confi-
dence is being eroded.

“Kuwait has significant financial
resources and the capacity to cush-
ion some of the impact of the global
crisis, but the main issue is now an
issue of confidence,” National Bank
of Kuwait Chief Economist Randa
Azar said.

Concerns are also rising over the
health of financial institutions and
companies in the other oil-rich
sheikdoms of the Arabian Gulf as glo-
bal economic turmoil is beginning
to bite the region.

“There could be more Gulf compa-
nies defaulting as the global econ-
omy goes through a recession in
2009, but important lessons can be
drawn from these experiences, in-
cluding greater corporate gover-
nance in the years to come,” SABB
Chief Economist John Sfakianakis
said.

Mr. Sfakianakis said companies
in the six states of the Gulf Coopera-
tion Council, of which Kuwait is a
member, were facing credit limita-
tions because of a crunch in the gen-
eral banking system, but “defaults
won’t be as wide as those in the U.S.
and Europe.”

In Kuwait, Global is now seeking
a 90-day “standstill agreement” to
renegotiate the debt obligations on
which it defaulted, a bank spokes-
man said. “We expect to get the ap-
proval for a 90-day standstill period
within the coming few days,” he said.

The agreement, if approved,
would ensure that local and interna-
tional creditors won’t take legal ac-
tion against Global during the pe-
riod and allow for restructuring of
the debt and agreeing on new terms,
the spokesman said. “Local and in-
ternational lending banks have
formed a committee to negotiate re-
financing and restructuring plans,”
he said.

Global has appointed HSBC Hold-

ings PLC as its international finan-
cial adviser and CBK Capital, part of
Commercial Bank of Kuwait, as its
local adviser.

A banker within Global’s re-
cently formed steering committee
told Zawya Dow Jones earlier Thurs-
day that the lender had been given
60 days by creditors to pay off most
of its debt obligations. “Global has a
60-day grace period to raise funds
and pay its debt,” said the banker.

Global, along with the govern-
ment and the central bank, is in
talks with local and international
banks for financing, the banker
added.

The company said that it “contin-
ues to service all its interest and cou-
pon payments on a timely basis”
and that it has formed a steering
committee to work toward a mutu-
ally acceptable solution with finan-
cial creditors.

“Today’s announcement is part
of a restructuring plan,” the banker
said. “Creditors have to protect
their money and rights. Everybody
has to participate. It is of no one’s in-
terest that they default.”

Global’s shares fell 6.6% to close
at 0.142 dinars on the Kuwait mar-
ket Thursday. They are down almost
64% since mid-December.

Farouk Soussa, credit-ratings
specialist at Standard & Poor’s, on
Thursday said the latest develop-
ments wouldn’t affect the ratings
agency’s stable outlook on Kuwait,
which holds the world’s fourth-larg-
est oil reserves and has amassed
windfall income from five years of
high oil prices.

“Kuwait’s sovereign ratings rest
on its solid balance-sheet position,
having accumulated a mass of
wealth over the past five years as oil
prices soared,” Mr. Soussa said. “De-
spite the fall in oil prices, we con-
tinue to take comfort in the strength
of Kuwait’s balance sheet, and the
ratings therefore continue to carry
a stable outlook,” he said.
 —Tahani Karrar, Stefania Bianchi

and Nikhil Lohade
contributed to this article.

By Ragnhild Kjetland

LONDON—Royal Bank of Scot-
land Group PLC said Thursday it is
considering selling its 4.3% stake in
Bank of China Ltd. in what appears
to be another bank’s scramble for a
cash boost.

After a year in which virtually no
Western bank escaped capital in-
creases to prop up ailing balance
sheets, Chinese bank shares that
couldn’t be sold by foreign owners
due to lockup periods have been put
up for sale.

A three-year lock-in on RBS’s
stake in Bank of China expired last
month. RBS bought its stake in 2005
for £900 million ($1.36 billion). Af-
ter BOC’s public listing in June
2006, the stake’s value climbed to
£2.6 billion.

BOC’s shares have lost 44% of
their value since then, and have
fallen 63% since an all-time high in
November 2007. However, the value
of RBS’s stake hasn’t fallen as
steeply as the overall value of BOC
because of the Hong Kong dollar’s
rise against the pound. As of Thurs-
day’s market close in Hong Kong,
RBS’s stake was estimated to be val-
ued at more than £2.5 billion.

This week, Bank of America
Corp. trimmed its China Construc-
tion Bank Corp. holding, and last
week UBS AG sold its entire 1.3%
Bank of China stake.

Bucking the trend, HSBC Hold-
ings PLC reaffirmed its strategic
partnership with China’s Bank of
Communications Co. HSBC bought
a 19% stake in BoCom in 2004 for
around $1.7 billion.

“China is a core part of HSBC’s
primary strategic focus on emerg-
ing markets, and we continue to in-
vest for long-term growth both or-
ganically and through working with

our strategic partners in an environ-
ment where others have or are look-
ing to reduce such investments,”
HSBC said.

Analysts said RBS’s sale of its BOC
stake was likely to go ahead but that
it would have only a modest impact
on the U.K. bank’s capital position.

RBS said it was considering sell-
ing the stake as part of a review of
its international assets. The review
was triggered by the bank’s second
capital increase in less than a year,
announced in October. The move
made the U.K. government the
bank’s majority owner.

Since then, RBS, as well as other
U.K. banks participating in govern-
ment-sponsored capital increases
or using government-guaranteed
debt, have been under pressure to
maintain U.K. mortgage and corpo-
rate lending at 2007 levels.

RBS is also under pressure to re-
structure. Chief Executive Stephen
Hester has said no RBS businesses
are safe from restructuring or effi-
ciency measures and that the group
will trim its business to core activi-
ties. The review should be con-
cluded in the second quarter.

“Any decisions taken as a result
of this will be announced as and
when appropriate to the market but
until then we will not be comment-
ing on any individual elements of
the review,” RBS said Thursday.

A spokeswoman declined to say
whether a possible sale would affect
RBS’s joint-venture activities with
Bank of China, such as credit-card
and wealth-management services.

RBS has 20 branches in China, in-
cluding 13 inherited when it ac-
quired ABN Amro Holding NV as
part of a consortium in late 2007.
 —Nisha Gopalan, Victoria Ruan

and Ishaq Siddiqi
contributed to this article.

RBS considers selling
its Bank of China stake

OECD sees risk from bad loans

Royal Bank of Scotland Group is looking at its Bank of China stake as part of a
review that was triggered by its second capital increase in less than a year.

Waterford to sell some assets
Land Securities to sell its Trillium unit
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By Paul Hannon

LONDON—The failure of U.S. and
European governments to remove
bad loans from banks before they
are recapitalized may prolong the fi-
nancial crisis, the Organization for
Economic Cooperation and Develop-
ment warned.

In its twice-yearly publication
on trends in financial markets, the
Paris-based think tank said experi-
ence has demonstrated that three
steps are needed to deal with a
banking crisis—and that the U.S.
and Europe have essentially
skipped one of them.

According to the OECD, the gov-
ernment and bank officials first need
to guarantee deposits in order to
stop bank runs. Then they must
cleanse the banks of bad loans before
recapitalizing the banks. The OECD
said leaving banks with bad loans “is
a potential risk for the recent deci-
sions of the U.K., EU and U.S.”

In its original form, the U.S. gov-
ernment’s Troubled Asset Relief Pro-
gram was intended to separate good
bank assets from bad. But following
the U.K. government’s decision to
proceed straight to a recapitaliza-
tion of its banks in mid-October, the
U.S. government decided to use the

funds allocated to the TARP to recap-
italize U.S. banks.

The OECD analysis suggests that
might have been a mistake. The
OECD said Japan’s failure to remove
bad loans from banks prolonged
that country’s financial crisis in the
1990s. The OECD said if banks con-
tinue to hold bad loans during a re-
cession, they will need more capital
than they would otherwise, or have
to cut lending more dramatically.

“The injections to make banks
sound becomes a moving target, if
loan problems worsen and further
injections are required to avoid a
credit crunch,” the OECD said.

A WSJ NEWS ROUNDUP

U.S. private-equity firm KPS Cap-
ital Partners LP has signed a letter
of intent to acquire certain assets of
Waterford Wedgwood PLC, the his-
toric crystal and ceramic maker that
filed for insolvency this week, the
group’s administrators, Deloitte
LLP, said Thursday.

“The joint administrators and re-
ceiver are working with KPS to expe-
ditiously agree the terms upon
which a transaction can be com-
pleted in the interests of stakehold-
ers,” Deloitte said in a statement.

Deloitte said it was continuing to

talk to other potential buyers, as
well. Deloitte and KPS officials said
they couldn’t comment on the size
of the potential deal.

Deloitte said the proposed acqui-
sition would include certain assets of
the company, which is based in Dub-
lin and makes Waterford crystal and
Wedgwood china.

Waterford Wedgwood defaulted
onsomeofitsŒ400million($545.2mil-
lion)indebtlastmonthandultimately
failed to win a reprieve from lenders.
The company had sales of Œ671.8 mil-
lion in the year that ended April 2008
and posted a loss of Œ231.1 million.

LONDON—U.K. real-estate in-
vestment trust Land Securities
Group PLC Thursday agreed to sell
outsourcing unit Trillium to smaller
peer Telereal Services Ltd. for £750
million ($1.13 billion).

The sum, although below market
expectations, will help to reduce the
company’s debt.

The sale excludes 30 U.K. hotels
run by Accor SA, which Trillium
bought in a sale-and-leaseback deal
in February 2007. Trillium Chief Ex-

ecutive Ian Ellis will step down from
the board once the sale is closed.

Land Securities said it will book
£444 million in profit from the deal,
which Chief Executive Francis Sal-
way said will be used to reduce the
company’s debt by about 8% to 10%.
At the end of September, Land Secu-
rities had net debt of £5.2 billion.
The full impact of the sale will be re-
vealed when Land Securities re-
ports results for its fiscal second
half ending March 31.

An additional £25 million pay-
ment by Telereal will be deferred by
as long as 24 months, said Land Se-
curities, and Telereal will assume
Trillium’s £49 million net external
debt. As part of the deal, Land Secu-
rities also made a £50 million loan
to Trillium Investment Partners, a
joint venture with co-investors.

Arbuthnot analyst Nan Rogers
said analysts had expected a price
closer to £1 billion but the sale was
nevertheless a good move.

Associated Press
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U.N. suspends Gaza aid
Agency worker killed,
convoy is attacked;
thousands flee south

During an Israeli assault, smoke rises over Gaza. Health officials there said that 50
bodies were recovered from rubble Thursday.

By Charles Levinson

JERUSALEM—The United Na-
tions said it was suspending food aid
deliveries to the Gaza Strip on Thurs-
day as thousands of Palestinians fled
their homes along the Gaza-Egyptian
border ahead of what they feared
would be an Israeli push to take con-
trol of smuggling tunnels there.

Militants in southern Lebanon,
meanwhile, fired four rockets into
northern Israel, drawing an Israeli
artillery barrage and raising the
specter—if the attacks continue—of
a second front alongside Israel’s

13-day assault on the Gaza Strip.
A Lebanese cabinet minister and

a member of the militant and politi-
cal group Hezbollah told the Associ-
ated Press the group wasn’t in-
volved in the incident. Hezbollah
and Israel fought a 34-day war in
2006, and Hezbollah’s leadership
has condemned Israel’s Gaza offen-
sive. Israeli officials downplayed
the incident.

Western and Arab diplomats
said the U.S., U.K. and France
reached an agreement with the
Arab League nations Thursday after-
noon on the text of United Nations
Security Council resolution seeking
to halt the fighting in Gaza. The reso-
lution was expected to be passed
during a Security Council meeting
later in the day.

As fighting continued, Israel occu-
pied more of the open farmland

around Gaza’s southern urban areas
and moved into the outskirts of its
second-largest city, Khan Younis, a
military spokesman said.

The fighting in the territory con-
tinued to take a gruesome human toll
as aid workers used a second, three-
hour humanitarian cease-fire to
reach, for the first time, neighbor-
hoods that have seen some of the
heaviest fighting.

Health officials in Gaza said 50 bod-
ies were recovered Thursday from
rubble. The International Committee
for the Red Cross said it found four
small children, too weak to stand up,
lying next to their dead mother and 11
other corpses in a house that had
come under heavy Israeli shelling.

The U.N. decision to temporarily
halt aid deliveries came after an Is-
raeli tank shell killed one of the agen-
cy’s local employees and soldiers

fired on a clearly marked U.N. ar-
mored convoy during the three-hour
humanitarian cease-fire, a U.N. state-
ment said.

Palestinian health officials said

758 Palestinians, including 257 chil-
dren and 56 women have died in Isra-
el’s air, sea and ground attacks. Is-
rael said about 390 of those killed
were Hamas fighters.

Two Israeli soldiers died on Thurs-
day, one from an antitank rocket in
central Gaza and the other in a gun
fight in northern Gaza, the military
said. Twelve Israelis have now died,
including eight soldiers in combat.

Western and Arab diplomats
said the U.N. resolution, in addition
to calling for a cease-fire, was ex-
pected to build on the peace process
that Egyptian President Hosni
Mubarak has been leading in Cairo.
An Israeli delegation arrived in
Egypt Thursday to take part in the
talks, and Israeli Prime Minister
Ehud Olmert was expected to arrive
Friday. Palestinian Authority Presi-
dent Mahmoud Abbas was expected
to travel to Cairo Saturday.

The U.S. and Israel have been de-
manding that any final truce agree-
ment include guarantees that Ha-
mas won’t be allowed to rearm after
the conflict. The Egyptian peace pro-
cess is expected to focus on estab-
lishing mechanisms to better secure
Gaza’s borders and to prevent the
smuggling of arms and contraband
into the Palestinian territory
through underground tunnels
linked to the Sinai Peninsula.

The U.S has blocked the passage
of a Security Council resolution for
nearly a week, arguing that the ini-
tial text put forward by the Arab
League didn’t do enough to address
Israel’s concerns about Hamas’s re-
arming.

Israel’s readiness to enter into
ceasefire talks may be a reflection
of what it sees as battlefield
progress. The Israeli offensive has
succeeded in reducing rocket fire on
the Jewish state, accomplishing one
of its stated war aims. About 20
Gaza-fired rockets have hit Israel on
each of the past two days, down
from 35 on Tuesday and a high of 86
on the third day of Israel’s offensive.

Israel said its war planes have
bombed half the 300 smuggling tun-
nels connecting Egypt to Gaza and
have captured 135 Hamas prisoners.

But Israel may find the diplomacy
that follows the shooting war poses a
bigger challenge. Israel goes into nego-
tiations seeking to ensure that Hamas
stops firing rockets into Israel and
halts the flow of arms through smug-
gling tunnels from Egypt into Gaza.

Hamas wants Israel to withdraw
its forces from Gaza and reopen the
border crossings, so the flow of com-
mercial goods into and out of Gaza
can resume. That was Hamas’s chief
reason for declaring the six-month
cease-fire dead last month and inten-
sifying rocket barrages against Is-
rael. Israel said it was those attacks
that triggered its military operation.
 —Farnaz Fassihi in Cairo

and Joshua Mitnick
in Tel Aviv

contributed to this article.
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By Lingling Wei

Delinquencies on mortgages for
hotels, shopping malls and office
buildings were sharply higher in the
fourth quarter, as the weaker U.S.
economy hit landlords and threat-
ens to cause losses for investors in
the $3.4 trillion market.

Commercial real estate has held
up better than the housing market,
but began to struggle at the end of
last year. New data from Deutsche
Bank show that delinquencies on
commercial mortgages packaged
and sold as bonds, which represent
nearly a third of the U.S. commercial
real-estate debt market, nearly dou-
bled during the past three months,
to about 1.2%. The figure includes
mortgages that are 30 days or more
past due and in foreclosure.

The delinquency rate will likely
hit 3% by the end of 2009, its highest
point in more than a decade, says Ri-
chard Parkus, Deutsche Bank’s head
of research on such bonds, known as
commercial-mortgage-backed securi-
ties, or CMBS. “Throughout this year,
we’re going to continue to see a signif-
icant acceleration of problem loans,”
he says. “CMBS prices already have
priced in a far greater delinquency
rate on the underlying loans.”

Delinquencies on commercial-
real-estate loans held by banks and
thrifts, which are big holders of this
debt, also have risen strongly and
many firms have suffered losses. Ac-
cording to research firm Foresight
Analytics, soured commercial mort-
gages on banks’ books jumped to
2.2% as of the third quarter of last

year, from 1.5% at the end of 2007.
The research firm estimates that
the rate could rise to 2.6% in the
fourth quarter of 2008.

Prices of securities tied to com-
mercial mortgages have fallen
sharply in recent months to the
point that prices reflect a downturn
even greater than in the early 1990s,
when default rates exceeded 30%.
The $3.4 trillion of commercial
mortgages in circulation is small
compared with the $11.2 trillion of
residential-mortgage debt outstand-
ing, but it is still more than numer-
ous other debt categories. Con-
sumer credit, for instance, totals
about $2.6 trillion.

Until recently, investors thought
commercial real estate would hold up
through the downturn. There was
less speculative development than
during previous boom cycles, and un-
derwriting standards on commercial
mortgages appeared to be better
than those for residential mortgages.

But evidence is emerging that the
commercial-property market—

which runs from apartment and of-
fice buildings to shopping malls and
warehouses—had some of the same
excesses as the housing segment. An
unusually high number of the under-
lying CMBS loans that are going bad
were made and securitized in the
past three years. That is a sign that
investors overpaid greatly for those
properties and that underwriting
standards were loose. In many cases,
banks lent money based on future in-
come assumptions rather than cur-
rent cash flows, experts say.

For example, one of the delin-
quent CMBS loans is a $125 million
mortgage secured by a shopping
center in Corona, Calif., called Prom-
enade Shops. The property’s annual
cash flow was $6.3 million when J.P.
Morgan underwrote the loan in July
2007. But the bonds were based on
the assumption that the cash flow
would rise to about $10.5 million.

Commercial-mortgage experts
say this doesn’t bode well for the
thousands of loans that also were
made with optimistic assumptions.

By Joe Parkinson

It was never going to be a sellout,
but British political leaders this

week prepped for the grimmest
economic year in a generation by
going on tour.

In a bid to seize the economic
agenda at the start of the
year, U.K. Prime Minister
Gordon Brown and oppo-
sition Conservative
Party leader David Cam-
eron staged parallel
whistle-stop tours of
Britain’s recession hot
spots to promote their
economic policies.

The “recession road
shows,” which took in
some areas worst af-
fected by previous reces-
sions and in danger of suffering
again now, underlined the emerg-
ing gulf between the parties’ pre-
scriptions to solve the crisis.

That divide has widened
sharply in recent days.

In speeches this week, Mr. Cam-

eron branded the government’s 2.5
percentage-point reduction in the
value-added tax “a joke” and
pledged to abolish income
taxes on basic-rate taxpay-
ers’ savings. He also pledged
to raise retirees’ tax credit by
£2,000 (about $3,000).

Mr. Brown continued to
stress the merits of his £20
billion stimulus plan, charg-
ing that the Conservative
Party was offeringa “do-noth-
ing approach” to the crisis.

All the political head-
butting failed to impress
business groups. David Frost, direc-

tor-general of the British
Chambers of Commerce,
said policy makers should
focus on helping businesses
recover. “We can only hope
that this whistle-stop tour
of the country adds to the
existing data that already
highlights the depth of this
recession,” he said.

Reports detailing the ac-
celerating deterioration of
the U.K. economy continued
to flow in. On Thursday, the

Bank of England reduced interest
rates to their lowest level since the
central bank was founded in 1694 to
counter shrinking economic activity.

Economists in London’s financial
center were no less skeptical about the
tours, stressing the need for substan-

tive policy prescriptions.
“The City doesn’t care about po-

litical road shows; we’re
focused on policy,” said
David Page, an economist
at Investec in London.

The regional visits by
Messrs. Brown and Cam-
eron come as the coun-
try warms up for the
next general election,
which will be held no
later than mid-2010.
Mr. Brown, who contin-
ues to fight low ap-
proval ratings, is eager

to shore up his support. After
holding a cabinet meeting Thurs-
day in Liverpool, the third such
meeting outside London since
last summer, Mr. Brown planned
stops in the West Midlands,
Wales and southwest England.

There are precedents for Brit-
ish leaders to set out on political
“listening tours” during times of
economic distress. John Major,
prime minister during the reces-
sion in the early 1990s, took trips
to northern England to listen to
the concerns of businesspeople.
And when elections were looming,
post-World War II Prime Minister
Clement Atlee was famous for visit-
ing up-for-grabs constituencies in
the family car, driven by his wife.

By Kara Scannell

The U.S. Securities and Exchange
Commission has reopened its inves-
tigation into possible insider trad-
ing of Microsoft Corp. shares by
hedge fund Pequot Capital Manage-
ment Inc., according to people famil-
iar with the matter.

The investigation is looking at
whether Pequot, founded by Arthur
Samberg, used inside information
gleaned from a former Microsoft em-
ployee it hired. Pequot says it be-
lieves its trading was proper.

The SEC and the Justice Depart-
ment had previously investigated
emails sent by the Microsoft em-
ployee, David Zikha, and Mr. Sam-
berg as Mr. Zikha was in the process
of joining the hedge fund. Pequot
earned more than $2 million from
trading Microsoft shares, according
to an SEC report. After a two-year
probe, interviews and a review of
emails, the SEC concluded there
was insufficient evidence to bring a
case, the report said.

Emails that appear to be previ-
ously undisclosed suggest addi-
tional discussions between Mr.
Zikha, who joined Pequot in April
2001, and a Microsoft employee.

Mr. Zikha used his personal
email account to contact a Mi-
crosoft employee in at least one in-
stance, according to documents ob-
tained from congressional aides. In

one email dated June 15, 2001, the
subject line said “missing earnings
rumor.” In the email, Mr. Zikha
asked, “Do you believe this? Should
I sell my shares today or wait until
after earnings come out? I have un-
til 8/7 to do so.”

On June 21, 2001, Mr. Spain
emailed and said to call him. He pro-
vided a phone number. On June 26,
Mr. Zikha followed up with an email
to Mr. Spain: “Did you see there was
more bad news for MSFT out of Eu-
rope yesterday, this time from the
company? Are you still ignoring it
heading into earnings?” It is unclear
what information, if any, was ex-
changed.

Mr. Spain, in an interview
Wednesday, said there is “abso-
lutely no instance in which I shared
any information with anyone, David
included, that was inappropriate or
inside.” Mr. Spain said he didn’t re-
call the email exchange, given the
passage of time. He said he wasn’t
aware of any investigation and
hadn’t been contacted by the SEC or
FBI during the first probe or re-
cently.

An SEC spokesman declined to
comment. Mr. Zikha couldn’t be lo-
cated for comment. Jonathan Gast-
halter, a Pequot spokesman, said,
“We will cooperate fully with all re-
quests for information and are confi-
dent that Pequot’s trading in Mi-
crosoft was at all times proper.” Mi-
crosoft declined to comment.

SEC reopens its inquiry
into trading at Pequot

Property defaults mount
Commercial sector
to punish investors;
sloppy underwriting

Hitting the road
as economy tanks
Brown and Cameron stage

dueling visits to regions

most hurt by the downturn
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Investors are watching debt issued to fund Tishman Speyer’s purchase of the
Peter Cooper Village and Stuyvesant Town apartment complex in New York.

Former Merrill executive to quit

David Cameron

Gordon Brown
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Gregory Fleming, the No. 2 exec-
utive at Merrill Lynch & Co. until it
was acquired by Bank of America
Corp. last week, is quitting the
combined company to take a teach-
ing job at Yale University, accord-
ing to people familiar with the situ-
ation.

Mr. Fleming, an investment
banker who specialized in finan-

cial-service industry transactions
and stepped in to briefly lead Mer-
rill after former Chief Executive
Stan O’Neal was ousted in October
2007, will become a senior re-
search scholar at Yale Law School
in New Haven, Conn., one person
with knowledge of Mr. Fleming’s
plans said Thursday.

An announcement is expected
soon.
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