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What’s

News

The U.S. Senate approved its
plan to jump-start the econ-
omy, setting the stage for
an effort to reconcile consid-
erable differences with the
House over what the final leg-
islation should include. The
two sides aim to complete
the bill within a week. Page 2

M U.S. shares fell sharply as
the government unveiled a
bank-rescue plan that provided
few details. European shares
also declined. Pages 17, 18

M EU finance ministers

agreed to guidelines for han-
dling bad assets on banks’ bal-
ance sheets, amid concerns of
economic nationalism. Page 8

M Industrial production in
France fell 1.8% in December,
which is likely to weigh down
GDP. Industrial production
declined 2.5% in Italy. Page 2

M UBS said it will cut more
jobs at its investment-bank-
ing unit as it reported the
largest annual loss ever by a
Swiss company. Pages 3, 32

M France’s auto-sector bail-
out is coming under fire from
other nations and prompted
an inquiry from the EU on
competition concerns. Page 4

B GM will cut 10,000 jobs, or
14% of its global salaried work
force, as it struggles to cope
with a steep drop in world-
wide vehicle sales. Page 32

M Israelis voted on a new
government in a suddenly
tight battle between the cen-
trist Kadima Party and right-
wing Likud Party. Page 9

M Sarkozy visited Iraq, seek-
ing business opportunities
and an improvement in ties
damaged by French opposi-
tion to the U.S.-led invasion.

B U.S. envoy Richard Hol-
brooke made his first visit to
Pakistan, seeking new ways
to battle al Qaeda and help
stem violence in Afghanistan.

M Ahmadinejad said Iran is

ready for talks with the US.
but demanded a fundamen-
tal change in U.S. policy.

M The EU imposed temporary
antidumping duties of up to
25% on imports of Chinese-
made steel wire rods. Page 9

H Some 400,000 homes were
without power after a wind-
storm knocked out electricity
in western and central France.

M Chinalco confirmed talks
with Rio Tinto about a deal
estimated to be worth as

much as $20 billion. Page 5
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Free trade
Protectionism will make
this crisis worse, says
Pascal Lamy. Page 13
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Bankers land in the cross hairs

U.K. titans concede their mistakes contributed to economic crisis, undergo a public dressing down
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The UK. Parliament grilled bankers Lord Dennis Stevenson (left) and Andy Hornby, formerly of HBOS; and Sir Fred Goodwin and Sir Tom McKillop, formerly of RBS.

BY SARA SCHAEFER MUNOZ

LONDON—A group of
fallen U.K. banking titans con-
ceded big strategic mistakes
that precipitated the banking
crisis, but their serial mea cul-
pas didn’t shield them from a
public dressing down that re-
flected snowballing anger
over bank bailouts and execu-
tive pay.

Former top executives
from Royal Bank of Scotland
Group PLC and HBOS PLC—
the biggest recipients of the

U.K.s £600 billion ($895 bil-
lion) bank bailout —on Tues-
day appeared before a Parlia-
mentary Select Committee
scrutinizing the banking cri-
sis. Equal parts public hearing
and political theater, the ses-
sion featured a quartet of
former banking superstars
who have become symbols of
greed, ego and excess thanks
to the economic crisis.

The televised hearings
may have been a preview of
what U.S. banking executives
can expect Wednesday at a
House Financial Services Com-

mittee hearing in Washing-
ton. In London, the former ex-
ecutives—former RBS Chief
Executive Sir Fred Goodwin;
former RBS Chairman Sir
Tom McKillop; former HBOS
chief Andy Hornby; and
former HBOS Chairman Lord
Dennis Stevenson—went be-
yond apologies to admit giant
strategic gaffes.

Sir Tom, for instance, said
theill-timed $101 billion acqui-
sition of Dutch bank ABN
Amro Holding NV by a consor-
tium led by RBS in 2007 was
“a bad mistake.” Shortly after

the hearing, RBS announced it
would eliminate approxi-
mately 2,300 jobs in the U.K.
due to restructuring.

The apologies proved no
protection from members of
Parliament intent on voicing
the public’s rage. The politi-
cians grew especially angry
when the bankers appeared to
blame the credit crunch for
their banks’ troubles, instead
of admitting greater responsi-
bility.

“Isn’t part of the problem
with your bank, and your lead-

ership, is the culture you cre-
ated, that you lived for good
times, and wanted the good
times, and you didn’t want
any criticism ... you didn’t
identify any of the prob-
lems?” John Mann, a member
of Parliament for the ruling La-
bour Party, told Sir Fred.
Another Labour politician,
George Mudie, questioned the
former HBOS executives
about why they allegedly
didn’t listen to warnings of
the bank’s former risk officer,
who was later dismissed. The
Please turn to page 31

Geithner

By MAYA JACKSON
RANDALL AND
MIiICHAEL CRITTENDEN

WASHINGTON—The
Obama administration Tues-
day announced a wide-rang-
ing financial-sector rescue
plan that could send $2 tril-
lion coursing through the U.S.
financial system.

Theplan, whichisdesigned
toinvolve amixof government
andprivate capital, aimstosta-
bilize the U.S. financial system
byinjecting capital into banks,
helping to determine prices of
toxic assets weighing on
firms’ balance sheets and
stemming foreclosures.

“We believe that the policy
responsehastobe comprehen-
sive and forceful,” Treasury
Secretary Timothy Geithner
said in a speech Tuesday. “In-
stead of catalyzing recovery,
the financial system is work-
ing against recovery. And at

plan sends stocks tumbling

Associated Press

A trader at the New York Stock Exchange watches U.S. Treasury
Secretary Timothy Geithner speak on television Tuesday.

the same time, the recessionis
putting greater pressure on
banks. This is a dangerous dy-
namic, and we need to arrest

it”

But critical details of the
plan remained unanswered,
despite the weeks of planning

leading up to Tuesday’s an-
nouncement. Mr. Geithner
said the plan to stem foreclo-
sures would be announced in
coming weeks. He also pro-
vided few details of the asset-
purchase plan, which is de-
signed to be done in partner-
ship with the private sector.
Investors greeted Mr.
Geithner’s speech with dis-
may, and the Dow Jones Indus-
trial Average slid 381.99
points, or 4.6%, to 7888.88 at
4 p.m. Tuesday. Bank of Amer-
ica Corp., its weakest stock,
was down 20% in late after-
noon trading, and Citigroup
Inc. was off 15%. All 30 of the
blue-chip average’s compo-
nents declined. (See related
articles on pages 17 and 18.)
European shares, mean-
while, fell for the first time in
six sessions, with oil produc-
ers and mineral extractors un-
der pressure. The pan-Euro-
Please turn to page 31
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Road to recovery?

Stimulus package updates
and reaction
Today at europe.WSJ.com.
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Senate passes $838 billion stimulus plan

Talks with House
begin on a final bill
to spur economy

By COREY BOLES
AND PATRICK YOEST

WASHINGTON—The Senate
voted Tuesday to approve its plan to
jump-start the U.S. economy, setting
the stage for an effort to reconcile
considerable differences with the
House of Representatives over what
the final legislation should include.

The two sides aim to complete
the bill within a week so that Presi-
dent Barack Obama can sign the
stimulus plan into law. But the
plan’s narrow victory in the Sen-
ate—it passed 61 votes to 37, with
only three Republicans joining the
Democratic majority to garner the
votes necessary to shut off debate—
augured difficulty. Congressional
leaders noted that they can’t afford
to make compromises which would
cost them that margin.

Mr. Obama called the Senate pas-
sage “a good start,” adding that
“we’ve got a little more work to do”
to get the House and Senate bills to
match up.

The president has been holding a
series of campaign-style events urg-
ing quick action. Speaking Tuesday
atatown-hallmeetinginFort Myers,
Fla.—his second such event in two
days—the president argued that the
stimulus plan would help Floridians
with unemployment insurance, tax
cuts and student tax credits. Refer-
ring toRepublican oppositionin Con-
gress, he added, “They say we can’t
afford to take on these tasks, but in
Florida we can’t afford not to.”

In his first prime-time press con-
ference since being swornin as presi-
dent, Mr. Obama on Monday issued
strong warnings about the conse-
quences of failure to act boldly. “The
federal government is the only en-
tity left with the resources tojolt our
economy back into life,” he said.

Hesitation, he added, could lead
tothe same stagnationthat befell Ja-
pan in the 1990s. “As a consequence
they suffered what was called the

‘lost decade,” where essentially for
the entire "90s, they did not see any
significant economic growth,” he
said. “What I’'m trying to underscore
is...that this is not your ordinary,
run-of-the-mill recession.”

The Senate voted just after U.S.
Treasury Secretary Timothy Geith-
ner outlined a separate plan
to shore up banks and en-
courage lending.

Last week, two moderate
Republicans negotiated a
compromise with Demo-
crats that saw more than
$100 billion of spending and
tax credits cut from the Sen-
ate’s stimulus plan. The two
Republicans, Sens. Susan
Collins of Maine and Arlen
Specter of Pennsylvania,
along with a third Republi-
can—Sen. Olympia Snowe of Maine—
were the only senators from their
partywhovotedinfavor of thelegisla-
tion.

Most Republicans have vocifer-
ously opposed the Democratic rescue
plan, arguing that it has toomuch new
federal-government spending that

Max Baucus

won’t stimulate the ailing U.S. econ-
omy and not enoughtax credits, which
they argue would be more effective.

As House and Senate lawmakers
started negotiations aimed at reach-
ing a compromise bill, Senate Major-
ity Leader Harry Reid of Nevada said
that the differences between what
Mr. Obama wanted and the
provisions in the Senate bill
were “minimal.”

Still, a tough fight
loomed. Speaking to re-
porters after the vote, Sen.
Ben Nelson (D., Neb.) said
that the Senate compro-
mise was fragile and that
he didn’t want to see any
changes to the deal negoti-
ated. He also said he
wanted the final product
to be priced at less than
$800 billion. The Senate package
currently costs an estimated $838
billion, while the tab for the House
package is about $819 billion.

Sen. Nelson was echoed by sev-
eral other lawmakers, including Ms.
Snowe and Senate Finance Commit-
tee Chairman Max Baucus (D.,

Decline in French output will weigh on GDP

BY GERALDINE AMIEL

French industrial production
dropped 1.8% in December, hit by
plant closures amid the economic
downturn, data showed Tuesday. The
figures augur a sharper-than-fore-
cast contraction in gross domestic
product for the last quarter of 2008.

Italian industrial production
was also down in the final month of
the year, falling 2.5% from Novem-
ber once adjusted for the season
and for the number of working days,
as output of intermediate and in-
vestment goods plunged.

In France, Europe’s second-larg-

est economy after Germany, fourth-
quarter production at factories and
plants was down 6.7% from the third
quarter and 9.3% from a year earlier,
according to French national statis-
tics institute Insee.

The decline was most severe in
the car industry, where production
fell 7.7% in December from a month
earlier, Insee said. Intermediate-
goods production declined 7.6%.
Consumer-goods production inched
up 0.2% from November, machinery
production rose 2.6%, and energy
production was up 2%.

France is experiencing “a histori-
cal industrial recession,” said Marc

Touati, an economist at Global Equi-
ties. December marked the fifth con-
secutive month of declining French
industrial production, he noted. The
fallin industrial production will sub-
stantially dent the country’s fourth-
quarter GDP performance, he said.
Mr. Touati said he expects the GDP
data, which will be released Friday,
to be “catastrophic.”

In Italy, December industrial pro-
duction plummeted 14% from a year
earlier, compared with a downwardly
revised 10% drop in November, said
statistics office Istat.

Output of investment goods slid
18% from a year earlier and the sea-

INDEX TO BUSINESSES

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

JAYo ] SR 7
Actividades de Boeing ....cccuneee
Construccion y British Lan

SerVICios uveererrrirenns 5
Advanced Micro Devices
3

Employees’

Black Canyon Capital ..23
Diageon ..o

Cablevision Systems .19  E.ON ...
California Public

Retirement System..20

Liberty International...28
Liberty Media..............
Lincoln National .

Safeway ....ccceeeevenne 3,17
Samsung Securities....23
SanDisk .29

Live Nation ......cceeeueeee 29  Singapore Ai
Eastman Kodak Lloyds Banking Group.31  Skandinaviska Enskilda
Ecclesiastical Amity [R0] 2| PSP Banken ... 19
International............ 21 Lorillard.... .21 Société Générale

ACO w5 California State Elan o 7 Lufthansa ... i SONUCOM oo
Aluminum Corp. of Teachers’ Retirement  Eni .... 518 Mahle Group................ 27 Sumitomo Mitsui

CRING oo 5 SYSEOM oo, 20 FOAEX oo, 7 Mandarin Oriental Financial Group
American Express .....20  Cerberus Capital Ford Motor .. 419 International .......... 10 Supervalu
American Financial Management .....23,29  Fortis .............. .18 MasterCard..... 7 Svenska Handelsbanken

[CTC0 1V
Aozora Bank...........

ArcelorMittal .... Citigroup ......
Arkansas Best ..... Con-Way........
Austrian Airlines . CTS Eventim.
Bacardi ....ccooeeerierrriieinns CUmMMINS ovveeenee

Bank of America....17,20
Baugur Group ...
Biogen IdeC.....cccuvevennee

Chrysler.............
Cisco Systems..

Frontier Financial
Gas Natural SDG.
GDF Suez.........
General Electric ..........
29  General Motors........ 4,32
Goldman Sachs Group
............................ 20,29

[€0] 4 T 22

Brand
Telephone: 32 2 741 1211

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799

87, 1200

E-mail: WSJUK@dowjones.com
Advertising Sales worldwide through Dow Jones

9600; Paris: 331 40 17 17 01

Group. Printed in Turkey by GLOBUS Diinya Basinevi.
Registered as a newspaper at the Post Office.

& Co. © 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)
Belgium
Fax: 32 2 741 1600

Calling time from 8am to 5.30pm GMT
Website: www.services.wsje.com

International. Frankfurt: 49 69 971428 0; London: 44 207 842

Printed in Belgium by Concentra Media N.V. Printed in Germany by
Dogan Media Group / Hurriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.I. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post

Trademarks appearing herein are used under license from Dow Jones

M-17936-2003

Merrill Lynch ..o 18
5 Mitsubishi UFJ Financial
T GrOUP e 22 Tata Consultancy
[ 5 Services

Molson Coors Brewing 17
Morgan Stanley .....17,20
Neptune Orient Lines ..7

Government of msrsdaer; MOtOr v ié Tesco PLC
Singapore Investment Nordea Bank ... 19

Swedbank ........ccccueune 19

7 Odebrecht ....... 31

19 Patrén Spirits....c..ccewee.. 6

29 Paltrtén S[%i_rits| §

; nternational ..............
HSBC Holdings .......... 18 people’s Insurance UBS oo 3,18,32
Huntington Bancshares Company of China Unilever ... il

--------------------------------- Holdings .................10  Union Fenosa................5
Intelmrrrnrn e 3 Philip Morris United Parcel Service....7
Job Search Training International .......... 21 Vice Fund oovveeveveeeeeeens 21
Systems .......cocceee 27 PiNg AN e, 18  Virgin America .........23
John Paul Mitchell Principal Financial Group  Virgin Group .. .23
SYStEMS vovovrrecerrane T Volkswagen..... 23
J.P. Morgan Chase .20,29  pSA Peugeot-Citroén 4,8  VOIVO ............... A
KeyCorp ..covvvevevenrirnnns 17 Reliance ADA ............. 29  Wal-Mart Stor 3
Kraft Foods .....cccoceevnee 3 Renault Walt Disney 29
Kroger ... 3,17 Repsol ..... .5 Wells Fargo & Co. .17,20
La CaiXa oo 5 Rio Tinto 5  Whitney Holding.......... 20
Land Securities 28 Royal Bank of Scotland Xstrata .oooeeveenee .18
[ T[T 7 [CTE0 ] T YRC Worldwide ........... 7

sonally adjusted measure fell 5.1%
on the month. Intermediate goods
output skidded 20% on the year,
with the seasonally adjusted mea-
sure down 3.3% on the month.

Industrial production in 2008
fell 4.3% from the year earlier, Istat
said, and is expected to be weak into
20009. Italy officially entered areces-
sion last year.

“We have to concentrate on sus-
taining revenue of those who could
lose their jobs, activating rapidly
the unemployment benefits plan”
valued at €8 billion ($10.41 billion),
Italian Industry Minister Claudio
Scajola said. In January, the govern-
ment approved a stimulus package
aimed at countering the recession.

—Sofia Celeste
and Liam Moloney
contributed to this article.

Mont.), one of the primary archi-
tects of the Senate bill.

The final bill, Sen. Baucus said,
needs to be similar to the Senate bill
“because that’s where the votesare.”

Sen. Specter said his support for
a final version of the legislation, af-
ter House-Senate negotiations, “will
require that the Senate compromise
bill come back virtually intact.”

That raised hackles among
House Democrats, who passed their
version of the stimulus bill with no
Republican votes.

House Majority Leader Steny
Hoyer (D., Md.) conceded that the
three Republicans who voted for the
Senate version of the bill would have
amajorimpact on conference negoti-
ations. “Obviously we’re confronted
withthereality thatif youhave three
people say, ‘Look, if you change any-
thing we’re jumping ship,” ” Rep.
Hoyer said. But, he added, “I'm
shocked that ... any senator of any
party would say, “This is the bill we
passed, take it or leave it.” ”

The House plan has more-gener-
ous grants to state governments to
help them cope with strains on edu-
cation budgets. It also offers
greater financial assistance to peo-
ple who have lost their health insur-
ance as a result of job loss.

The Senate bill has a heavier
bent toward tax cuts, with a $70 bil-
lion annual fix for the alternative
minimum tax included, as well as
tax credits aimed at stimulating
new car and house purchases.

—Laura Meckler, Jonathan
Weisman and Susan Davis
contributed to this article.

CORRECTIONS &
AMPLIFICATIONS

Eastman Kodak Co. says it
doesn’t plan to sell Kodak Gallery,
NexPress or two other operations.
Instead it plans to reposition them
by finding partners to share their
costs, licensing technology or other
means. A Marketplace article Friday
incorrectly said Kodak was consider-
ing selling the businesses.
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UBS job

Investment banking
to take another hit;
profit seen for 2009

BY KATHARINA BART

ZURICH—Swiss banking giant
UBS AG announced more staffing
cuts at its troubled investment-bank-
ing operation Tuesday, saying it
would cull more than 2,000 jobs as it
reported the largest annual loss ever
by a Swiss company.

Only four months after turning to
the Swiss government for a financial-
aid package, the bank reported a
larger-than-expected net loss of 8.1
billion Swiss francs ($6.96 billion) for
the fourth quarter of 2008, bringing
its loss for the entire year to 19.7 bil-
lion francs. UBS also said it would
sharply reduce bonus payments as
part of an agreement with Swiss regu-
lators, paying out 2.16 billion francs
for 2008, compared with 9.92 billion
francs for 2007.

Chief Executive Marcel Rohner
said the investment-banking unit ex-
perienced “the worst conditions we
can imagine,” but stressed that the
bank remains committed to the unit
even as it seeks to focus more on its

cuts to grow amid record losses

A bad year

UBS net income/loss,
in Swiss francs
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UBS CEO Marcel Rohner at a »
company hews conference
Tuesday in Zurich.

home market. Mr. Rohner offered a
relatively positive outlook, saying the
entire bank—which includes invest-
ment banking, asset management
and private-banking services for
wealthy individuals—had seen an “en-
couraging” start to 2009 and expects
to turn a profit for the year.

UBS shares closed up 5.7% at 13.63
francs as analysts suggested the bank

might have put the worst behind it.
“UBS looks good compared to many
of its peers, thanks to last year’s gov-
ernment help,” said Dirk Hoffmann-
Becking, analyst at Bernstein Re-
search in London.

The heavy losses and reduced bo-
nuses at UBS underscore the chal-
lenges banks face as they rely on gov-
ernment bailouts for support. Since

October, when it took about $5.3 bil-
lion from Swiss taxpayers in return
for a convertible bond that corre-
sponds to a 9% stake, UBS has been un-
der pressure from the government to
rein in executive pay. But the bonus
cuts have raised concerns about its
ability to retain top talent and about
the viability of its investment bank,
which has been responsible for the li-

on’s share of about $50 billion in
write-downs UBS has suffered since
the financial crisis began in 2007.
Tuesday, investment-banking
head Jerker Johansson sought to dis-
pel worries about the future of the
unit, saying the staff cuts were
mostly over. The bank has cut a total
of 11,000 jobs, mainly at the invest-
ment bank, which it expects will have
about 15,000 employees after the lat-
est round of cuts.
The biggest hit to UBS’s net profit,
a 4.2 billion-franc charge, came as a
result of its move to transfer toxic as-
sets to a so-called bad bank managed
by the Swiss National Bank—another
program aimed at restoring confi-
dence in UBS. The Swiss National
Bank said Tuesday that UBS will trans-
fer only $39.1 billion to the bad bank,
about $20 billion less than planned.
The job cuts are part of a broader
restructuring at UBS aimed at refo-
cusing the bank’s operations on its
home market in Switzerland and on
wealth management. UBS’s private
bank has struggled to retain clients
amid a U.S. probe into allegations the
bank helped wealthy Americans
avoid taxes. Mr. Rohner said UBS con-
tinues to seek a resolution to the in-
vestigation.
—Goran Mijuk
contributed to this article.

Delhaize pulls 300 Unilever items from stores in Belgium

By CECILIE ROHWEDDER
AND AARON O. PATRICK
London

A Belgian grocery chain has
taken an unusually public stand
against a major supplier by remov-
ing from its shelves in Belgium about

By Cecilie Rohwedder, Aaron O.
Patrick and Timothy W. Martin

300 Unilever products that it says
are priced too high, a sign of mount-
ing tension between retailers and
suppliers as the recession grinds on.

The move by Delhaize SA, which
operates the Food Lion chain and
other grocery stores in the U.S.,
comes just days after Unilever re-
ported strong fourth-quarter profit
that was driven in large part by its
ability to command big price in-
creases despite the ailing economy.

The banished products include
everything from Dove soap to Sun-
silk shampoo. Delhaize normally
stocks as many as 500 Unilever prod-
ucts in its stores.

The stare-down shows how
fraught relations between retailers

and their suppliers are becoming
amid the severe slump in consumer
spending. Grocery stores across the
globe are putting growing pressure
on food and drink companies to
lower prices or to extend more favor-
able buying conditions. Faced with
penny-pinching consumers and the
growing strength of discount
stores, retailers are desperate to cut
prices, and a growing number are
asking suppliers to help foot the bill.

Delhaize said its conflict with
Unilever is rooted in the supplier’s
effort to push a broad range of
goods into its stores, including
some that the grocer says it would
prefer not to stock because they are
unpopular. Delhaize says that if the
supermarket doesn’t buy the whole
range of products, Unilever has
threatened to raise prices by an aver-
age of 30% for the remaining items.

“They want to impose their
product assortment on us,” said Lis-
beth Rogiers, a spokeswoman for
Delhaize, which operates more
than 2,500 stores in five countries,
including more than 1,500 in the
U.S. “That is unacceptable for our
customers, and we always put our

customers at the center of our deci-
sions.”

Unilever wants Delhaize to prom-
ise it won’t stop selling Unilever
products without consulting the
company first, Unilever spokes-
woman Aurélie Gerth said. The An-
glo-Dutch consumer-goods giant
wants to increase prices for Del-
haize by an average 2.5%, Ms. Gerth
said. Delhaize is the only large re-
tailer in Belgium that hasn’t agreed
to a price rise this year, she added.

Last month, Terry Leahy, the
chief executive of British retailer
Tesco PLC, urged suppliers to pass
on to stores the recent drops in com-
modity and oil prices.

“These lower prices need to be
fed into the supply chain and passed
on to consumers who are under grow-
ing financial pressure,” he said in a
speech. “We want to ensure that all
our suppliers understand this, which
is why we are going to great lengths
to talk to them about the new pres-
sures that consumers are under.”

But Unilever managed to push
through steep price increases in
2008 despite the economic crisis
having driven down the prices of

Cassandra Vinograd/The Wall Street Journal

P :

Delhaize pulled about 300 Unilever products from its shelves, a sign of growing
pricing disputes between retailers and suppliers. A Delhaize City store in Brussels.

many commodities. In the fourth
quarter, its prices rose more than
9% world-wide.

The company could be about to
change strategy, however. A new
chief executive, Paul Polman, said

Thursday Unilever will now concen-

trate on increasing the volume of

items it sells, suggesting he may
moderate future price increases.

—Timothy W. Martin

contributed to this article.

Intel to spend $7 billion on U.S. plants

BY DoN CLARK

Intel Corp. disclosed plans to
spend $7 billion to upgrade technol-
ogy atits U.S. factories over the next
two years, and called on other high-
tech companies to invest in innova-
tion during the global recession.

Intel said its investment, part of
its existing capital spending plans,
will support 7,000 jobs in three
states and represents the most the
41-year-old company has spent to
upgrade its production processes.

In a speech at the Economic Club
in Washington, Intel Chief Execu-
tive Paul Otellini said the proper re-
sponse to a downturn is to give cus-

tomers new reasons to buy—a les-
son learned from past industry
slumps. “What I'm asking, is that
other companies join us,” Mr. Otell-
ini said.

Intel’s spending doesn’t repre-
sent an increase over what the com-
pany was already planning, Mr.
Otellini said. Intel also doesn’t ex-
pect to create many new permanent
jobs at its factories, though about
4,000 are expected to be employed
by construction firms during the
two-year period.

Last month, Intel said it will
close several older factories, displac-
ing 5,000 to 6,000 workers.

Intel, which has fabrication

plants in Ireland and Israel, said it
would concentrate the latest spend-
ing at its U.S. plants in Oregon, Ari-
zona and New Mexico.

Intel’s announcement contrasts
sharply with moves by many major
chip makers to reduce spending on
production capacity, in some cases
sharing costs with other manufac-
turers.

Advanced Micro Devices Inc., In-
tel’s primary rival in microproces-
sor chips, plans to spin off its manu-
facturing operations to a joint ven-
ture funded by investors from Abu
Dhabi. An AMD shareholder meet-
ing Tuesday to approve the transac-
tion was postponed until Feb. 18.

Bernhard to return to Daimler

By CHRISTOPH RAUWALD

FRANKFURT—Daimler AG said
Wolfgang Bernhard is returning to
the auto maker in April as head of its
Mercedes-Benz vans unit.

Mr. Bernhard, a former McKin-
sey & Co. consultant and confidant
of Daimler Chief Executive Dieter
Zetsche, worked for Daimler be-
tween 1994 and 2004, including a
stint at Chrysler in the U.S.

Mr. Bernhard left Daimler follow-
ing a dispute with Mr. Zetsche’s pre-
decessor, Jiirgen Schrempp, and
joined German rival Volkswagen AG
in 2005. After leaving Volkswagen
in January 2007, he worked briefly

as an adviser for Cerberus Capital
Management, which bought a 80.1%
stake in Chrysler in August 2007.

“I am delighted that Wolfgang
Bernhard is back on board at Daim-
ler. I have valued his knowledge and
experience since the time we spent to-
gether in the U.S.,” Mr. Zetsche said.

Messrs. Zetsche and Bernhard
worked together at Chrysler after
the U.S. auto maker was taken over
in 1998 by the German company,
then known as Daimler-Benz AG.

Mr. Bernhard will succeed Wil-
fried Porth as head of the company’s
vans unit. Mr. Porth will succeed
Gilinther Fleig as labor director and
executive-board member responsi-
ble for personnel.
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Cessna fires back at private-jet critics

“True visionaries will continue to fly, plane maker says in ads addressing backlash over Detroit executives’ flights

By J. LYNN LUNSFORD

Orders for business jets nose-
dived after lawmakers pilloried
leaders of Detroit’s Big Three auto
makers for flying corporate planes
to Washington to seek a govern-
ment bailout. Now, one jet maker
is striking back.

In a campaign to begin Wednes-
day, Cessna Aircraft Co. will run an
ad that says, “Pity the poor execu-
tive who blinks,” and gets rid of
the company jet. “One thing is cer-
tain: true visionaries will continue
to fly.”

Across the industry, new orders
for private jets have almost evapo-
rated, and hundreds of existing cus-
tomers have sought to defer or can-
celordersthat were placedinhigher-
flying days. Almost all of the manu-
facturersseeleantimesahead;inad-
dition to layoffs, some of them have
cut production by as much as 56%.
Cessna, a unit of Textron Inc., is lay-
ing off more than 4,600 people, or
roughly a third of its work force, to
cope with the sudden drop in de-
mand for private airplanes of all
sizes.

Though much of the industry’s
reversal of fortune is due to the dis-
mal economy, the jet makers at-
tribute part of it to the public back-
lash that erupted after the chief ex-
ecutives of Ford Motor Co.,
Chrysler LLC and General Motors
Corp. traveled in private jets last
year to ask Congress for billions of
dollars in aid.

Corporate executives are easy

targets, particularly when they are
asking for federal money. The Big
Three executives blinked in the
face of the criticism, and said they
were disbanding their corporate-
jet fleets. Companies have long ar-
gued that it makes no sense to pay
CEOs millions of dollars only to
have them waste time in airport
lounges waiting for commercial
flights.

By the time the Super Bowl
rolled around on Feb. 1, the private-
jet stigma had become so intense
that some companies chose to fly
their jets to Orlando, Fla. and drive
to Tampa, rather than face scru-
tiny for living large, even if they
could argue that executives were
entertaining clients who might be
worth millions of dollars in busi-
ness.

Many companies are continu-
ing to use corporate jets, but they
are doing so quietly and with a
much greater awareness that they
are being watched for anything
that smacks of largess.

“We think it’s time the other
side of the story be told, and that
support be given to those busi-
nesses with the good judgment and
courage to use business aviation to
not only help their businesses sur-
vive the current financial crisis,
but more quickly forge a path to-
ward an economic upturn,” said
JackPelton, Cessna’s chairman and
chief executive.

Inits ad, scheduled to run in na-
tional publications, including The
Wall Street Journal, Cessna says

“Timidity didn’t get you this far.
Why put it in your business plan
now?” Instead of retreating, the
company argues, companies
should adjust and make sure they
are flying the right type of aircraft.

Cessna is the only private-air-
craft manufacturer that offers
planes ranging in size from a two-
seat, single-engine propeller
plane to a large-cabin jet under de-
velopment that will seat 12 in com-
fort.

So far, Cessna also is the sole jet-
maker to take on the negative pub-
licity with a high-profile ad cam-
paign. A Cessna spokesman de-
clined to say how much the com-
pany was spending, but he said
“we have redirected more than
half of our promotional budget to
this campaign.” The ads were de-
veloped by Dickerson-Grace in Den-
ver, he said.

Officials of the National Busi-
ness Aviation Association, which
represents private-jet operators,
said they were aware of Cessna’s
ad campaign. “We’re all trying to
battle misperception,” said Ed
Bolen, the association’s president
and chief executive officer.

According to the NBAA, 85% of
the aircraft used by businesses are
used by small or medium compa-
nies. In addition, the CEO of a com-
pany is the sole passenger only
about 15% of the time.

“The vast majority of the time,
these jets are flying offices, where
people can conduct business and
have confidential discussions that
could never occur on a commercial
jetliner,” Mr. Bolen said.

Cessna Aircraft

TIMIDITY DIDN'T
GET YOU THIS FAR.

WHY PUTITIN YOUR
BUSINESS PLAN NOW?

In today's corporate world, pity the poor executive
who blinks. The good news is, in trylng times like
these, fortune tends to favor those who make
bold, decisive moves. It's simply about adjusting,

not retreating, starting with a good hard look
at your flight department. Are you flying the
right aircraft for your missions? Can you adjust
capacity to meet demand? One thing is certain:
true visionaries will continue to fly. Because, in
tempestuous times, leaders recognize it's not
aboul ego. Or artifice. It's simply about availing
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Cessna’s ad challenges corporate executives to dimiss the negative public
sentiment toward corporate jets and embrace them as a business tool.

France’s car-bailout plan is criticized as protectionist

By LEILA ABBOUD

PARIS—France’s auto-sector bail-
out is coming under fire from other
car-manufacturing countries, such
as Sweden, and has prompted an in-
quiry from the European Union
about whether the measures violate
theregion’s strict competition rules.

France unveiled a plan on Mon-
day to give €6 billion ($7.8 billion) in
low-interest loans to Renault SA
and PSA Peugeot-Citroén in ex-
change for promises that they won’t
close factories in France or lay off
workers for the duration of the loan.
The government also will offer an

additional €500 million in loans to
auto-sector firms with operations
in France. The bailout is part of Pres-
ident Nicolas Sarkozy’s effort to pro-
tect jobs in France as the economic
downturn deepens.

On Tuesday, however, European
Commissioner for Competition
Neelie Kroes wrote to the French gov-
ernment seeking clarification on the
auto package, citing concerns about
the companies’ pledge to protect em-
ployment in France, according to her
spokesman.

As the economic crisis deepens,
governments around the world are
trying to shield local jobs and com-

panies, raising concerns about
whether a wave of protectionism
could hamper economic recovery.
Some wonder if it might be too late
to turn the tide.

Simon Tilford, an economist at the
Centre for European Reform, a Lon-
don-based think tank, said the EU’s de-
cision not to stand in the way of huge
banking bailouts in France, Germany,
and the U.S. late last year may have
set a problematic precedent. “The
bailout of banks...allows countries
like France to argue that their local in-
dustries, such as cars, are also being
hit and need help,” he said.

Under EU rules, the 27-country

Volvo doesn’t plan to seek French aid

By OLA KINNANDER

STOCKHOLM—Swedish truck
maker Volvo AB said it doesn’t plan
to take loans from the French govern-
ment for its Renault Trucks unit be-
cause it wants to be able to cut more
jobs in France, if necessary.

The move came after France on
Monday revealed details of a plan to
bail out its auto industry.

French car makers PSA Peugeot-
Citroén SA and Renault SA are to re-
ceive €3 billion, or about $4 billion, in
loans each. Anadditional €500 million
in loans is available to other automo-
bile-sector companies with industrial
operations in France. The French gov-
ernment imposed tough conditions

for taking the loans. As part of their
loan agreements, Peugeot-Citroén
and Renault have agreed not to close
any French plants for the duration of
the five-year loans.

Volvo bought Renault’s truck busi-
ness, including Mack trucks in the
U.S., in 2001 in a $1.6 billion deal. As
part of the agreement Renault took a
15% stake in the Swedish truck
maker. Renault now is Volvo’s largest
shareholder with a 21.8% share of the
capital and 21.3% share of the votes.

“We can’t take aloan [for Renault
Trucks] with the kind of conditions
they’re imposing for the car makers
in France,” Volvo spokesman Marten
Wikforss said Tuesday.

Mr. Wikforss said it was unclear

whether Volvo, if it were to take a loan
for Renault Trucks, would be subject to
the same conditions that apply to the
car makers. Volvo, which has suffered a
sharp drop in demand for its trucks,
buses and heavy equipment as the eco-
nomic downturn has gathered pace,
has laid off 16,255 employees around
the world since September. It is the
world’s second-biggest maker of trucks
by sales, after Germany’s Daimler AG.
The Swedish company has already
cutthe workforce at Renault Trucksin
France by not renewing the tempo-
rary contracts of about 2,000 work-
ers. Mr. Wikforss said more cuts could
be necessary. —Adam Mitchell and
David Pearson in Paris
contributed to this article.

bloc is supposed to be a single mar-
ket with free movement of capital,
goods and labor, allowing compa-
nies to set up businesses and sell
products anywhere in the region.
Governments aren’t allowed to fa-
vor domestic companies when grant-
ing tax breaks, soft loans at reduced
rates of interest or other incentives.

Jonathan Todd, a spokesman for
Ms. Kroes, said any economic-recov-
ery measures by member states
“have to be fully in line with the
rules on state aid and all aspects of
Community law.”

Once the European Commission,
the EU’s governing body, receives
the information it has sought from
France, it will review it, and then de-
cide whether it complies with the
rules—a process that could take
months.

“We are hoping that once we
have received all the details from
the French authorities, our con-
cerns can be allayed,” Mr. Todd said.

France maintains that the aid
package isn’t protectionist and con-
forms with EU rules. In a press re-
lease Monday, the government said
its car bailout is “comparable” to
what other countries are doing and
in keeping with prior EU decisions
allowing “temporary measures to
help access to credit and loans to
companies.”

The European Union has called
for an extraordinary summit in com-
ing weeks to discuss how to coordi-
nate economic-recovery measures
and prevent a tide of protectionism.

The French plan comes as West-

ern European car companies, includ-
ing Renault and Peugeot-Citroén,
are increasingly producing small
mass-market autos in Eastern Eu-
rope, where labor costs and taxes
are much lower. Some of those cars
are sold locally, while others are ex-
ported to France and other Euro-
pean markets.

The strategy has raised the ire of
Mr. Sarkozy, who said in a television
interview last week that he wanted
car makers “to stop relocation
abroad” and return jobs to France
“if possible.” So when the French
car companies recently came beg-
ging for help, Mr. Sarkozy exacted
his price: protection of local jobs.
The measures are likely to be popu-
lar among French voters who are in-
creasingly worried about unemploy-
ment and stagnating wages.

Mr. Sarkozy’s activism isn’t play-
ing well with other car-manufactur-
ing countries, such as Sweden. An-
dreas Borg, Sweden’s finance minis-
ter, said the French plan is “problem-
atic for Sweden,” home to Ford Mo-
tor Co.’s Volvo unit, because it “could
lead us on the road to protectionism.”

Slovak Finance Minister Jan Poci-
atek said Tuesday that his country
is “totally against” the French plan,
while the Czech finance minister
said countries shouldn’t permit
“any kind of protectionism in any
sector.” Peugeot-Citroén has car fac-
tories in both the Czech Republic
and Slovakia, while Renault pro-
duces cars in Romania.

—Carolyn Henson
contributed to this article.
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Rio deal talks confirmed

Chinalco seeking
board seat; money

‘shouldn’t be’ hurdle

Aluminum Corp. of China con-
firmed talks with mining giant Rio
Tinto, estimated to be worth as
much as $20 billion, in the biggest
move yet in an international shop-
ping spree for commodities by Chi-
nese companies eager to take ad-
vantage of a collapse in prices.

By Rick Carew in Hong Kong
and Shai Oster and Chuin-Wei
Yap in Beijing

A deal involving convertible debt
and minority stakes in some mining
assets could be unveiled as soon as
Thursday, according to people famil-
iar with the matter. However, any
agreement that gives Aluminum
Corp. of China, known as Chinalco, in
excess of a15% stake in Rio Tinto’s Lon-
don-listed shares would have to gain
Australian government approval.

The talks with Rio Tinto follow a
series of more-modest moves by
other Chinese companies in recent
months that have deepened China’s
presence in the global metals and
energy industries. While Chinese
companies have joined the overall

global retreat in deal making, com-
modities are emerging as a major ex-
ception.

Investment bankers in Asia say
Chinese resource companies con-
tinue to pursue deals abroad, even
as their other clients are holding
back.

Chinalco, of Beijing, is negotiat-
ing deal terms and financing with
Rio Tinto, Lu Youqing, the compa-
ny’s deputy general manager, said in
an interview. Mr. Lu said Chinalco is
also seeking a board seat, some-
thing it didn’t get when it teamed
with Alcoa Inc. to buy a joint 9%
stake in the Sydney-traded shares of
Rio Tinto for $14 billion a year ago.
That deal remains China’s single big-
gest corporate investment abroad.
Chinalco had previously declined to
confirm discussions.

A Rio Tinto spokeswoman on
Tuesday said the company is consid-
ering a number of options and that
no final decision had been made. In
addition to a deal with Chinalco, the
company is weighing an investment
by Japan’s Mitsui & Co. or a share-
rights issue, according to people
close to the company. The asset
sales would allow the third-largest
mining company by production to
reduce a $39 billion debt run up dur-
ing the commodities boom.

Despite the potentially huge size
of the deal with Rio Tinto, a Chi-

A look at some Chinese natural resource M&A deals

Date  Acquirer Target Value (billions of dollars)
2008 Aluminum Corp. of China; Alcoa Rio Tinto | 14316
2005 China Natl. Petroleum Corp. PetroKazakhstan - 4.180

o0s Gitaltors e

2008 G2 National Awilco Offshore ASA [ 2:500

2008 China Petrochemical Tanganyika Oil l 1.989

Source: Dealogic

Buying resources

China outbound cross-border M&A
volume, in billions of dollars

M Total outbound
M Natural resources targets®

2003 ‘04 ‘05 ‘06 ‘07 ‘08 ‘09

“Includes oil and gas, mining and metal and steel
targets

Source: Dealogic

nalco official said that “money
shouldn’t be a problem” in closing
any deal. In addition to its own deep
pockets, Chinalco and other Chinese
companies have enjoyed the back-
ing of major state-controlled banks
like China Development Bank,
which contributed a substantial por-
tion of the funding for Chinalco’s
last Rio Tinto deal.

In August, Australia allowed Chi-
nalco to raise its stake in Rio Tinto’s
London-listed stock up to 14.99%.
The Chinese company agreed to not
seek a board seat while its stake was
less than 15% and not raise its stake
beyond that level without first ask-
ing the Australian government’s ap-
proval. Australian Treasurer Wayne
Swan last week said the Australian
government hasn’t changed its
stance on foreign investment.

Rio shares closed off 17 pence at
1,903 in London trading Tuesday.

—Dana Cimilluca in London
and Nisha Gopalan in Hong Kong
contributed to this article.

(zas Natural’s earnings rise 8.2%

BY BERND RADOWITZ

MADRID—Spain’s Gas Natural
SDG SA on Tuesday reported an 8.2%
rise in fourth-quarter net profit,
helped by higher electricity prices
and an increase in power output.

The company, Spain’s largest gas
distributor by market value, said its
net profit in the quarter ended Dec.
31 rose to €252 million ($327.9 mil-
lion) from €233 million a year ear-
lier. Sales rose 39% to €3.84 billion
from €2.76 billion.

Gas Natural said that it has no
plans to sell the gas business of ac-
quisition target Union Fenosa SA,
run jointly with Italy’s Eni SpA. The
company aims to sell off certain as-
sets to help fund the acquisition.

Eni, which holds 50% of Union
Fenosa Gas, has already said it may
use pre-emptive rights to acquire
the other half. Spanish authorities
will need to decide whether Gas Nat-
ural can keep Union Fenosa Gas or
not, Gas Natural Chief Executive
Rafael Villaseca said in a conference
call with analysts.

When Gas Natural announced its
plan to buy Fenosa in July, the com-
pany was valued at €16.75 billion.

Gas Natural’s fourth-quarter re-
sults were boosted by higher Span-
ish electricity pool prices, as well as
a rise in electricity output in Spain
and Latin America. Spanish power
prices rose as a drought led to a

lower output of inexpensive hydro-
electric power.

In contrast, Gas Natural’s gas dis-
tribution receded slightly in the
fourth quarter, while its gas supply
also fell.

The company’s net debt rose to
€4.91 billion at the end of 2008, up

DAILY SHARE PRICE

Gas Natural SDG

On the Madrid Stock Exchange
Tuesday’s close: €17.00, down 2.2%
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33% from a year earlier. Debt was
boosted by the purchase of a first
9.9% stake in Fenosa from leading
shareholder Actividades de Con-
struccion y Servicios SA, or ACS, in
August.

Spain’s competition authority
CNC is expected in coming days or
weeks to approve Gas Natural’s pur-

chase of the remaining 35.4% of
Union Fenosa from ACS. Once Gas
Natural has bought at least 30% of
Fenosa, by Spanish law it is obliged
to make a full bid for the company.

To finance the acquisition, Gas
Natural plans a €3.5 billion capital
increase, which is scheduled for
shareholder approval in an extraor-
dinary meeting on March 10. The
company doesn’t plan to boost the
size of the capital increase to fi-
nance the purchase of Fenosa, Mr.
Villaseca said.

Gas Natural’s biggest sharehold-
ers Repsol SA and savings bank La
Caixa have already said they will
participate in the capital increase,
while GDF Suez SA, which holds
8.8% in Gas Natural, Monday said it
hasn’t decided yet whether it will
subscribe to the increase. Repsol
holds 31% in Gas Natural, while La
Caixa has 37%.

Mr. Villaseca said 10 energy com-
panies have already shown interest
in possible divestments that Gas
Natural may undertake in the
course of the Union Fenosa pur-
chase.

To compensate shareholders for
possible losses in the value of the
company’s share price due to the
likely dilutive nature of the capital
increase, Gas Natural could propose
an extraordinary dividend for share-
holders, Mr. Villaseca added.

French senators seek end
to military-plane delay

A WSJ NeEws Rounbup

PARIS—French legislators Tues-
day urged European leaders to help
resolve chronic delays to Europe’s
largest military project, the A400M
heavy airlifter, to safeguard defense
ambitions and secure 30,000 high-
tech jobs.

While members of two French
Senate panels backed the €20 bil-
lion ($26 billion) project, they
warned that a release clause in the
initial contract allows governments
topull out if delays at the Airbus-led
program persist.

They said they would send a
90-page joint report detailing prob-
lems and lack of oversight at the
project to President Nicolas
Sarkozy.

The call from French senators
came as the problems with the
project have caused friction be-
tween top managers at Airbus and
managers of the program, accord-
ing to a person familiar with the situ-
ation. Efforts at Airbus to fix the
project continue, the person said.

“If we want to save this plane,
governments must get involved, not
parliamentarians. We are asking the
president to apply all his weight on
this dossier,” Josselin de Rohan, a
senator with the ruling UMP party,
told a news conference.

The senators’ report criticized
EADS for failing to get to grips
sooner with delays in the project,
which echo delays to the airplane
manufacturer’s A380 passenger su-
perjumbo, and dismissed the compa-
ny’s argument that its engine mak-
ers were almost solely to blame.

However, it backed calls by EADS
for a renegotiation of the contract,
likely to result in some of the extra
cost being borne by governments

and a slimmed-down suite of mili-
tary options for the aircraft, in re-
turn for a clear industrial timetable.
EADS has said the plane is three to
four years late and that it needs to
slow down initial production and
share the risks more fairly.

The report didn’t say how much
delays would cost, but it disclosed
that €5 billion had already been
sunk into development by the seven
European NATO countries that com-
missioned the A400M—France, the
U.K., Germany, Spain, Belgium, Lux-
embourg and Turkey.

EADS said it had nothing to add
to €1.7 billion of provisions already
announced and reiterated it was
committed to the project. It didn’t
reveal a date for the first test flight.

The news weighed on the plane
maker’s shares, which closed down
7.8% Tuesday in Germany.

Critics have argued it would be
cheaper to scrap the program en-
tirely, said Jean-Pierre Masseret, a
French senator.

The terms of the initial contract
signed between the customer gov-
ernments and EADS contains a re-
lease clause that allows the govern-
ments to pull out if the plane hasn’t
flown 14 months after a milestone
stipulated in the contract, said Mr.
Masseret. EADS had planned to
have the plane in the air at the begin-
ning of 2008, so the 14-month pe-
riod will end in a few months, he
said.

However, Jacques Gautier, an-
other senator, stressed that such a
move would have “catastrophic”
consequences for aerospace jobs in
Europe and for the credibility of Eu-
ropean governments in their ability
to manage a pan-European defense
program.

Impairment charges to total

$4.3 billion for utility E.ON

By JAN HROMADKO

E.ON AG of Germany said Tues-
day it will book €3.3 billion ($4.3 bil-
lion) in impairment charges for
parts of its business because of
weakened trading conditions, but
added that 2008 results won’t be af-
fected.

The Diisseldorf company
pledged to step up its efforts to im-
prove costs and efficiency to help
achieve its growth targets despite
the global recession.

E.ON said the impairment
charges reflect weakened market
conditions for its U.S., Italian, Span-
ish and French operations. They
will be cash-neutral so that 2008 ad-
justed net profit and adjusted earn-
ings before interest and taxes will
rise in line with its forecasts, the
company added.

About €1.5 billion of the impair-
ment charges are related to the com-
pany’s U.S. Midwest business,
where a 0.7% increase in the cost of
capital will trigger about €1 billion
in write-downs, said Chief Execu-
tive Wulf Bernotat. A further €300
million are the result of weakened
prospects for longer-term power
and gas-demand growth, he said.

An additional €1.8 billion in im-
pairment charges are mainly re-
lated to an increase in Italy’s corpo-
rate tax and a “gloomier” outlook
for the country’s energy market

amid regulatory intervention in
wholesale markets, Mr. Bernotat
said. The tax increase prompted
about €500 million in write-downs,
while charges of as much as €700
million relate to the regulatory
changes, he said.

Analysts said that while the
charges on the European assets had
been expected in light of worsened
market conditions, the charges for
E.ON’s U.S. business came as a sur-
prise.

“This is particularly disappoint-
ing given that most of E.ON’s U.S.
business is regulated,” said Sal. Op-
penheim analyst Matthias Heck.

E.ON said it intends to generate
€1.5 billion in savings and efficiency
improvements until 2011 to ensure
it can still achieve its growth tar-
gets in the weakened market envi-
ronment.

Based on preliminary figures,
E.ON said it expects 2008 adjusted
earnings before interest and taxes
to rise by 7% to 8% from a year ear-
lier. Net profit should see similar
growth, in line with the company’s
previous forecast of a 5% to 10% in-
crease, E.ON said. The company will
report 2008 results March 10.

E.ON said it plans to propose a
dividend payment for 2008 of €1.50
per share, representing a 9.5% rise
from 2007, but just below the lower
end of its targeted range for a 10%
to 20% annual dividend increase.
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Vodka aims for high end

Patron product comes
as sales are slowing
for premium liquor

By DAviD KESMODEL

Arecession may not seem the op-
timum time to launch a high-end
vodka. But Patron Spirits Co. is in-
troducing its new Ultimat brand de-
spite a downturn in the U.S. pre-
mium-liquor market.

At $40 a bottle, Ultimat costs
more than the two leading contend-
ers in high-end vodka, Grey Goose
(about $30) and Ketel One ($23).
And sales of both these competitors
have been slipping.

Patron thinks it has history onits
side. About 20 years ago, the closely

held company almost single-hand-
edly elevated the image of tequila in
the U.S. with the launch of its costly
flagship beverage, Patron Silver.
But creating a hit in the high-end-
vodka market could be a tall order.

“They have as good a track record
as anybody to be doing this, but itis a
very tough time to be doing it,” said
Richard Hurst, a senior vice presi-
dent at market-research firm Nielsen
Co. who tracks the alcohol industry.

Patrén has been gradually intro-
ducing Ultimat in a handful of cities
and plans to sell it throughout the
U.S. this summer. Ultimat is hitting
bars and stores as consumers are
drinking more at home, rather than
at bars and nightclubs, according to
analysts and industry executives.
That could prove a hurdle to Ulti-
mat, since liquor brands often are
launched with promotions in bars.

Sales of Bacardi Ltd.’s Grey Goose
at U.S. food stores and drugstores fell
0.3% in the 52-week period ended Jan.
4, compared with a19.4% increase ina
nearly identical period a year earlier,
according to market-research firm In-
formation Resources Inc.

Sales of Ketel One, controlled by a
family of Dutch origin, fell 5.5% in the
most recent period, after rising 4.4%
in the year-earlier period. (The sales
data exclude Wal-Mart Stores Inc.)

Inresponse to the downturn, Bac-
ardi said it is increasing spending on
advertising and promotion for Grey
Goose, though it declines to disclose
anynumbers. Diageo PL.C, which han-
dles distribution of Ketel One, plans
tomaintainsimilarlevels of ad spend-
ing as last year, a spokeswoman said.

Ed Brown, Patron Spirits’s chief
executive, delayed plans to intro-
duce Ultimat nationally last year

High spirits
Patron Spirits’

Tequila sales, in
millions of cases™

2003 ‘04 05 ‘06

“Each case consists of nine 1-liter bottles
Source: the company

Patrén’s vodka is hitting the market at a
time when consumers are drinking more
at home and less at bars and clubs.

when the economy soured, instead
rolling it out in select markets such
as New York and Los Angeles. “I felt
maybe in certain markets it
wouldn’t be the most prudent thing
to do,” he said in an interview at the
company’s Las Vegas headquarters.
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Mr. Brown thinks Ultimat, sold in
750-milliliter cobalt-blue crystal
bottles, can be distinguished from
other high-end vodkas through mar-
keting and the product’s unusual in-
gredients. Although vodkas are neu-
tralin taste, Ultimat, produced in Po-
land, is purportedly the only one dis-
tilled from a mixture of potatoes,
wheat and rye.

“Ireally believe that certain com-
panies are really good at certain
things, and we’re very good at ultra-
premium spirits,” Mr. Brown said.

John Paul DelJoria, the billion-
aire who co-founded both Patrén
and hair-products concern John
Paul Mitchell Systems, said he isn’t
worried about the launch’s timing.

“We have found that, in tough
times, people like to treat them-
selves,” said Mr. DeJoria, majority
owner of Patrén Spirits’ parent,
Patron Spirits International AG.

Sales of alcoholic products over-
all have held up better than those of
many others during the recession.
However, the industry’s growth has
slowed, and there is increasing evi-
dence consumers are trading down
to cheaper brands or buying beer
rather than cocktails to save money.

Sales of distilled spirits rose 1%
in dollar terms in the 13 weeks
ended Jan. 10, down from a rise of
4.2% in the year-earlier period, ac-
cording to Nielsen. The figures re-
flect sales at U.S. food, drug and li-
quor stores but don’t include sales
at Wal-Mart, which doesn’t share
data with Nielsen. Patron Spirits
had another year of strong growth
in 2008, though its growth rate
cooled from historical double-digit
percentage gains. It sold 1.725 mil-
lion nine-liter cases of tequila prod-
ucts, according to preliminary fig-
ures, up 8% from 1.6 million a year
earlier. The company, which de-
clines to disclose revenue, also said
it sold a minority stake to a unit of
closely held liquor giant Bacardi.

Being private gives Patrén an ad-
vantage in launching brands, Mr.
Brown said, because it doesn’t have
to meet shareholder expectations.

“We can spend tremendous
amounts of money toward consumer
awareness and building the prod-
ucts,” said Mr. Brown, 46 years old.

The company said its ad spend-
ing rose to $30 million last year
from $25 million in 2007.

Mr. Brown said he spent years look-
ing into creating a vodka from scratch
before deciding to purchase the glo-
bal distribution rights to Ultimat from
Adamba Imports International Inc. in
2007. The brand was little-known by
consumers because it had limited dis-
tribution under Adamba, a Brooklyn,
NY., food and liquor vendor.Mr.
Brown upgraded the bottle’s label
and lowered the price to $40 from
$50, which he felt was too high to at-
tract a large audience. Still, at $40,
he said, the company is trying to es-
tablish a new price category in
vodka, which is a much larger mar-
ket than tequila.



THE WALL STREET JOURNAL.

WEDNESDAY, FEBRUARY 11, 2009 7

CORPORATE NEWS

GLOBAL BUSINESS BRIEFS

Associated Press

FedEx’s most recent job cuts come on top of earlier cost-cutting moves such as
salary and bonus cuts and suspension of its 401(k) match.

FedEx cuts 900 workers

as downturn slows freight

Package shipper cites
economic challenges
for latest pullback

BY BOB SECHLER
AND ALEX ROTH

FedEx Corp. has cut about 900
jobs atits FedEx Freight unit, the lat-
est fallout from the downturn fac-
ing the freight sector.

The 900 positions represent
about 2.5% of the roughly 35,000
employees who work in the freight
division of the Memphis, Tenn.,
company. In publicly announcing
the cuts Monday, the company
cited “unprecedented economic
challenges” in its less-than-truck-
load division. This division typi-
cally delivers larger parcels—aver-
aging roughly 1,000 pounds—us-

ing a series of hubs around the U.S.
to consolidate loads from multiple
customers.

FedEx said some employees will
be offered other jobs. The job reduc-
tions are on top of a series of previous
cost-cutting moves, including cuts at
FedEx Freight and FedEx Office. In De-
cember, FedEx—the world’s second-
largest package shipper—also an-
nounced it was cutting salaries and
bonuses and suspending its retire-
ment-account 401(k) match.

“The overall less-than-truckload
industry faces unprecedented eco-
nomic challenges,” FedEx spokes-
man Maury Lane said. Mr. Lane said
the cuts will help FedEx Freight “bet-
ter align with business levels.”

Several FedEx rivals—including
YRC Worldwide Inc., Con-Way Inc.
and Arkansas Best Corp.—posted
fourth-quarter losses. United Par-
cel Service’s less-than-truckload
shipments fell 8.2% in the quarter.

Elan turns in a net profit,

driven by sales of MS drug

BY QUENTIN FOTTRELL

DUBLIN—Elan Corp. swung to a
fourth-quarter net profit, helped by
revenue from its multiple-sclerosis
treatment Tysabri, cost cutting and
atax benefit, and said that it is lean-
ing toward selling a minority stake
in itself to raise cash.

Elan in January said it hired
Citigroup to advise it on how to
raise more money and gain better
commercial infrastructure to mar-
ket its drugs. At the time, Elan said
the review could result in the sale
of part or all of the company, a
merger or an alliance with another
drug maker.

Chief Executive Kelly Martin
told investors in a conference call
Tuesday that Elan’s “preferred out-
come” is to sell a minority stake to
a drug company large enough to
help Elan boost global sales of its
drugs. But Elan officials said all op-
tions are still being considered,
and that Citigroup would present
its recommendations to Elan’s
board in 10 weeks.

Asked in a separate conference
call with journalists whether Elan
is considering selling its commer-
cial rights to Tysabri as a way to
raise cash, Chief Financial Officer
Shane Cooke said: “Everything is
on the table.” Elan markets Tysa-
bri in partnership with Biogen
Idec Inc. and divides the sales.

Some shareholders in Elan are
opposed to the company selling
any assets or equity, and have pub-
licly called for changes in Elan’s
board and management. They ar-
gue that the company has botched
the marketing of Tysabri and de-
velopment of important new
drugs, and wasted company
money on private jets and unneces-
sary office space.

The Ireland-based drug maker
posted fourth-quarter net profit of
$169.5 million, driven by $236.6
million in deferred tax assets. It re-
ported a net loss of $83.5 million
for the year-earlier period.

Quarterly basic net income per
share was 36 cents, compared with
a loss per share of 18 cents a year
earlier. For the full year, the com-
pany posted a basic loss per share
of 15 cents, compared with 86
cents in 2007.

Revenue rose 32% to $1 billion
in 2008, helped by increased sales
of Tysabri and contract manufac-
turing revenue. Revenue jumped
24% to $270 million in the fourth
quarter alone. World-wide sales of
Tysabri for the latest quarter of
$218 million were below most ana-
lyst forecasts, with Elan’s portion
of revenue—$152.2 million—com-
ing in behind an analyst forecast of
$185 million.

—Jeanne Whalen in London
contributed to this article.

L'Oréal SA

Cosmetics company halts
its shipments to L'Etoile

French cosmetics company
L’Oréal SA said Tuesday that it has
stopped shipment of products, such
as Lancome skin cream, to Russian
retailer L’Etoile because the retailer
is late on its payments. The move
could affect sales growth in one of
L’Oréal’s most important emerging
markets, especially as the more ma-
ture markets of Europe and the U.S.
are suffering because of the eco-
nomic downturn. Analysts estimate
that Russia accounts for between
3% and 4% of L’Oréal’s global sales.
A spokesman for L’Oréal said in a
telephone interview that the French
company had stopped supplying
L’Etoile since the end of 2008, but
that the Russian retailer hadn’t yet
run out of products. The spokesman
said I’Oréal is trying to negotiate a
deal with L’Etoile.

Tele2 AB

Swedish telecommunications op-
erator Tele2 AB swung to a fourth-
quarter net profit on stronger mar-
gins but said it was difficult to give a
clear outlook for 2009. The com-
pany posted a net profit of 896 mil-
lion Swedish kronor ($111.4 million)
compared with a 31 million kronor
netloss a year earlier, when 328 mil-
lion kronor in charges weighed on
the bottom line. Sales rose 7.4% to
10.31 billion kronor from 9.60 billion
kronor. Tele2’s margin on earnings
before interest, tax, depreciation
and amortization increased to 21%
from 15%, helped by a higher contri-
bution from mobile services on in-
frastructure. Tele2 said the eco-
nomic recession hasn’t yet affected
its business but warned it was diffi-
cult to approximate the impact of
the global downturn.

Accor SA

Paris-based hotel-and-vouchers
company Accor SA and MasterCard
Inc.’s MasterCard Europe said Tues-
day they are teaming up to boost the
use of electronic payments in the
prepaid-voucher market. Accor,
whose revenue from prepaid ser-
vices rose 11% to €978 million
($1.27 billion) in 2008, will own 67%
of the new company, PrePay Solu-
tions. MasterCard Europe will hold
the remaining 33%. The companies
said they estimate the European pre-
paid market will reach €130 billion
in revenue by 2015. “With our part-
ners we think we can target 5% of
the market, so that means an issu-
ing volume in 2015 between €6 bil-
lion and €7 billion,” Accor Chief Ex-
ecutive Gilles Pélisson said on
Frenchradio station BFM shortly af-
ter the statement.

Grupo Ferrovial SA

Passenger traffic at major British
airports fell 6.3% in January from a
year earlier, said airport owner BAA
Ltd., a unit of Spain’s Grupo Fer-
rovial SA. BAA, owner of London’s
Heathrow, Gatwick and Stansted air-
ports, said the decrease followed
year-on-year drops of 8.9% in Novem-
ber and 6.9% in December. Total pas-
senger traffic was at 9.4 million peo-
ple in January, said BAA, which also
owns airports in Glasgow, Aberdeen
and Edinburgh in Scotland, and the
English city of Southampton. British
domestic traffic was down 12% last
month, North Atlantic traffic fell 5%,
scheduled European traffic was
down 6% and other international traf-
fic dropped 1.9%, BAA said. Among
the London airports, Heathrow’s traf-
fic was down 2.1%, Gatwick’s dropped
11%, Stansted’s was 11% lower.

Deutsche Post AG

Postal operator Deutsche Post
AG has won its bid to overturn Euro-
pean Union approval for a state sub-
sidy granted to its Belgian competi-
tor, which was given without seek-
ing the views of competitors. Inarul-
ing Tuesday, the Court of First In-
stance, Europe’s second-highest
court, annulled a decision by the Eu-
ropean Commission, the EU’s execu-
tive branch, which had approved a
capital injection of €287.5 million
($374.1 million) for Belgian postal
operator La Poste. The assessment
of whether the aid was compatible
with EU rules “presented serious dif-
ficulties requiring the initiation of
the detailed investigation proce-
dure which would have permitted
Deutsche Post and DHL Interna-
tional to give their views on the
case,” the court said.

Austrian Airlines AG

The supervisory board of Aus-
trian Airlines AG has formally ap-
pointed two new co-chief executives
from its own ranks after the resigna-
tion of Alfred Otsch last week. Peter
Malanik and Andreas Bierwirth,
who, together with Mr. Otsch, made
up the carrier’s three-man manage-
ment board, now face a fierce battle
to keep the airline afloat until it can
be handed over to its future owner,
Deutsche Lufthansa AG. Lufthansa
has signed a deal for the Austrian
state’s 41.6% stake in the carrier and
has said it will offer €4.49 ($5.84) for
the remaining shares. The closing of
the deal still hinges on an antitrust
clearing and European Union ap-
proval of a €500 million debt-relief
payment by the Austrian state. The
primary task of the new CEOs will be
the implementation of cost cuts that
aim to save €225 million in 2009 and
have been termed a prerequisite to
securing the unprofitable airline’s
solvency in the short term.

Deutsche Lufthansa AG

Deutsche Lufthansa AG flew
6.7% fewer passengers last month,
and its cargo level plunged as the glo-
bal recession curbed demand. The
Cologne, Germany, company said
traffic at its Lufthansa and Swiss air-
lines declined to 4.7 million passen-
gers. The company’s passenger load
factor—a measure of how full an air-
line’s planes are—declined by 2.2
percentage points to 74.3%. Passen-
ger levels fell in all regions. Europe
led the way with an 8% drop to 3.6
million passengers, while the Mid-
dle Eastern and African market
fared the best with a 0.1% decline to
250,000 passengers. Lufthansa said
it cut passenger capacity 1.4% com-
panywide. At the Lufthansa brand
alone, capacity fell 3.2%. Lufthansa’s
cargo tonnage fell 26% to 96,000
metric tons. Its cargo load factor de-
clined 13 percentage points to 53%.
The division recently said it was cut-
ting capacity by 10%.

Singapore Airlines Ltd.

Singapore Airlines Ltd. said its
fiscal-third-quarter net profit fell
43% amid fuel-hedging losses, shrink-
ing demand for travel and unfavor-
able foreign-currency movements.
Net profit for the three months
ended Dec. 31 totaled 337 million Sin-
gapore dollars (US$225.6 million),
down from S$590 million a year ear-
lier. “Demand for air transportation
will remain weak for much of 2009,”
the airline said. Revenue declined
2.6% to S$4.16 billion. Singapore Air-
lines said it booked an oil-hedging
loss of S$341 million for the quarter.
And unless the price of oil climbs,
more such hedging losses lie ahead:
For the current quarter, the com-

pany said it has hedged 44% of its
fuel requirements at US$131 a barrel.
Jet fuel is currently trading around
US$55 a barrel. Overall fuel costs
rose to $$1.66 billion from S$1.33 bil-
lion in the third quarter. Operating
profit dropped 47% to S$357 million.

Sohu.com Inc.

Sohu.com Inc.’s fourth-quarter
profit more than tripled as the Chi-
nese Internet-media company’s ad-
vertising revenue jumped. The com-
pany said it expected solid advertis-
ing revenue in the first quarter de-
spite the economic slump. Sohu.com
on Monday reported net income was
$56.6 million, or $1.45 a share, up
from $15.1 million, or 39 cents a
share, a year earlier. Revenue
jumped 86% to $121.6 million. Ad rev-
enue climbed 38% to $46.6 million.
Online-gaming revenue more than
doubled to $58.4 million, driven by
multiplayer game Tian Long Ba Bu,
which generated $53.5 million in rev-
enue. Sohu.com said it expects first-
quarter earnings excluding items of
$1.05 to $1.10 a share on revenue of
$111.5 million to $115.5 million.

Tata Consultancy Services

Tata Consultancy Services Ltd.
of India and Cisco Systems Inc. of
the U.S. said the companies entered
into a strategic alliance to develop
and deliver information-technology
services. The alliance will initially
focus on India and the mutual cli-
ents of the companies in the U.S.
and the U.K. Though the initial focus
will be on India, the companies hope
to eventually tap the growing global
markets for so-called virtualized
data centers that allow users to con-
nect any device to a network and
share data, voice and video for small
and midsize businesses, executives
said. The alliance will help clients
build or evolve data centers using
Cisco’s network as a platform, the
companies said in a joint statement.

Neptune Orient Lines Ltd.

Neptune Orient Lines Ltd. of Sin-
gapore fell into the red in the fourth
quarter, posting the company’s first
loss in six years as the container-
shipping industry faces its worst
downturn to date. NOL reported a
net loss of $149 million, compared
with a net profit of $196 million a
year earlier. Revenue fell 6% to
$2.29 billion. “The severity of the
collapse in global trade over recent
months is without precedent. Since
late September 2008, we have seen
a consistent, week-by-week drop in
shipment levels across nearly all
trade routes,” said NOL Chief Execu-
tive Ronald Widdows. The company
also warned that it expects to report
aloss in 2009 and that the industry
downturn is likely to extend
throughout the year.

—Compiled from staff
and wire service reports.
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EU finance officials agree on bank help

Ministers create guidelines for handling impaired assets, with an eye to keeping competition fair across Europe

By AbpAm COHEN

BRUSSELS—European Union fi-
nance ministers agreed to guidelines
for handling bad assets on banks’ bal-
ance sheets, amid concerns of eco-
nomic nationalism sparked by the
global financial crisis.

During their monthly meeting on
Tuesday, the ministers set out prin-
ciples for governments helping re-
suscitate banks hurt by nonperform-
ing loans and other impaired assets.

The range of remedies includes
creating a so-called bad bank or se-
ries of bad banks to hold troubled
assets. The guidelines call for a
“correct and consistent approach
of valuation” for these assets and
“flexibility concerning the choice
of assets selected,” the finance
ministers said.

The goal is to restore bank lend-
ing while preserving a level playing
field across the EU, European Com-
missioner for Economic and Mone-
tary Affairs Joaquin Almunia said.
He added that the commission will
present amore detailed planin com-
ing weeks for handling troubled as-
sets, outlining methods for valuing
these complex products as well as
certain conditions.

“Banks benefiting from such
schemes should keep a portion of
the risk and some specific condi-
tions related to management may
have to be included to limit moral
hazard,” the finance ministers said.
The ministers also called for trans-

Associated Press

European Commissioner for Economic and Monetary Affairs Joaquin Almunia, center, speaks in Brussels on Tuesday.

Bank bailout accord

European finance ministers agreed to a coordinated approach for member-state governments
taking on banks’ toxic assets, following these general principles:

W A correct and consistent
approach to valuing assets
is key to maintaining a
level playing field

Source: Council of the European Union

M Banks benefiting from such
schemes should maintain
responsibility for some of
the risks, and accept
conditions on management
to limit ‘moral hazards’

ensured

| While there should
be some flexibility
concerning the choice
of assets selected, full
transparency should be

H Close monitoring of
the implementation
of such measures
would be essential

parency and “close monitoring of
the implementation” of state help
with handling bad assets.

German Finance Minister Peer
Steinbriick said he prefers creating
several bad banks, partly capital-

ized by the financial institutions
that use them, to establishing one
centralized bad bank.

Government support for banks
shouldn’t pit EU countries against
each other in arace to provide subsi-

dies, the ministers emphasized. Pro-
tectionism is bedeviling the bloc as
states try to spark a recovery.

A French plan unveiled Monday
to provide as much as €6.5 billion
($8.46 billion) in financing for auto

makers PSA Peugeot-Citroén SA
and Renault SA has prompted con-
cerns of unfair competition among
other car-manufacturing nations.

Swedish Finance Minister Anders
Borg told reporters that the French
plan is “problematic for Sweden.”

“The French must clarify their
proposals on this issue,” Mr. Borg
said, adding that the plan “could lead
us on the road to protectionism.”

The European Commission said
it has written to the French govern-
ment seeking clarification of its res-
cue package for the car industry.
Spokesman Jonathan Todd said the
commission is “concerned” by news
reports, particularly regarding any
requirement that French car mak-
ers receiving the aid must keep car
plants in France.

Separately, Czech Prime Minis-
ter Mirek Topolanek warned that
the principles underpinning the
euro are threatened by protection-
ist measures, including national in-
dustry bailouts by euro-zone mem-
ber states. The Czech Republic,
which holds the EU’s rotating presi-
dency for the first six months of
2009, has a sizable auto industry.

“The response of euro-zone coun-
tries to the financial and economic
crisis has deformed the joint project
of the euro more than any other imag-
inable event,” Mr. Topolanek said.

—Gabriele Parussini,

Joe Parkinson and

Peppi Kiviniemi
contributed to this article.

U.S. Fed at center of loan program

By JoN HILSENRATH

The Treasury Department is lead-
ing the U.S. effort to design a re-
vamped financial-rescue plan for
damaged markets, but behind the
scenes the Federal Reserve will play
a key role in making it work.

Fed loans stand at the center of an
ambitious program meant to jump-
start markets for consumer loans. Of-
ficials plan to expand the program in
scope and substantially in size.

The program, known as the Term
Asset-backed Securities Loan Facil-
ity, or TALF, was an-
nounced in November but
still hasn’t gotten up and
running. It originally was
meant to provide $200 bil-
lion of financing to inves-
tors buying securities
backed by consumer loans
such as car loans, student
loans and credit-card debt.
Officials hope investor de-
mand for the securities will
translate into more credit
for consumers.

Now officials are looking to ap-
ply it to other markets, such as
those for securities backed by com-
mercial real-estate loans and “pri-
vate label” mortgages that aren’t
tied to the big U.S.-backed mortgage
finance firms Fannie Mae and Fred-
die Mac.

The central bank has other roles
in the bailout. It could help launch
an “aggregator” bank meant to
scoop up distressed financial as-
sets. Fed officials also have been
working closely with other regula-
tors to design a program to prevent
mortgage foreclosures.But the

Ben Bérnanke

planned expansion of the TALF pro-
gram is likely the most consequen-
tial of its roles. The Treasury origi-
nally committed $20 billion as a
cushion for the Fed against losses
from the program. The Treasury
could expand that cushion to $100
billion, giving the Fed room to lend
much more.

It also marks an effort by U.S. offi-
cials to disentangle two related
problems: fixing banks and spurring
new lending.

Officials had hoped that early ef-
forts to pump capital into banks
would help to spur lending.
For the most part, it hasn’t.
Expanding the TALF pro-
gram is a way to create lend-
ing while other efforts to re-
pair the banks, such as giv-
ing them more capital or
helping them to sell or
“ring-fence” bad assets are
worked out.

“What you see the Fed
doing is going market to
market and asking, ‘Where
are the markets where
credit flow is impaired?’ ” said Lau-
rence Meyer, a former Fed governor
and now vice chairman of Macroeco-
nomic Advisers LLC, an economic-
research firm.

The Obama administration’s fo-
cus on the Fed lending program is an
attempt to address another problem
that has confounded efforts to stop
the credit crisis. Though the Trea-
sury has been pumping new capital
into banks for months, many of the fi-
nancial system’s problems lie out-
side the banking system, in markets
in which loans are bundled together
into securities and sold to investors

Stalled

U.S. issuance of asset-backed
securities, a type of debt that
is often backed by the revenues
from consumer loans; in billions
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Source: Dealogic

around the world. In the past quarter
century, these markets have come to
dominate the U.S. credit system.

Fed officials see the TALF as a
way to get to financial institutions
other than banks. Still, the program
is fraught with risk. If the conditions
are too tough, the effort could back-
fire. If they are too easy, it could
spur reckless lending or be seen as a
giveaway to private investors.

Despite the complications, Fed
officials are optimistic about the suc-
cess they’ve had with some of their
other special lending programs. An
effort to jump-start the commercial-
paper market, for instance, shows
signs of early success, with interest
rates on commercial paper loans
coming down substantially since
the program was introduced.

Wholesalers slash inventory
as demand continues to fall

By KELLY EVANS
AND JEFF BATER

U.S. wholesalers slashed inven-
tories during December, adjusting
to plunging demand in a deepening
recession.

Wholesale inventories decreased
14% compared with the prior
month, dropping to a seasonally ad-
justed $427.5 billion, the Commerce
Department said Tuesday. When de-
mand falters, companies often try to
avoid getting stuck with too much in-
ventory, since an excess could trans-
late into production cuts. That ulti-
mately could mean layoffs that hurt
the economy even more.

A separate report from the Labor
Department, also released Tuesday,
showed that dynamic is already at
play: There were about 2.7 million
job openings in December, season-
ally adjusted, a drop of some 35%
from the nearly 4 million openings
in December 2007. The number of
hirings has also fallen sharply, to 3.9
million from 4.7 million the previous
year. There were also 2.8 million lay-
offs in December, the government re-
ported, up 58% from a year earlier.

Sales of wholesalers, mean-
while, dropped 3.6% in December
from the prior month to $336 bil-
lion, following a 7.3% drop in No-
vember. Part of the declines in in-
ventories and sales reflected fall-
ing prices for petroleum and re-
lated products. But the declines
also signaled lower demand, as
Americans wary of layoffs and
wage cuts aren’t spending as

much money as they used to.

The fall in wholesale inventories
during December—about twice as
large as expected—likely means
that gross domestic product was
softer at the end of last year than
earlier thought.

GDP is the broad measure of the
U.S. economy, and inventories are a
key component. GDP tumbled by an
annualized 3.8% in the fourth quar-
ter of 2008, according to the gov-
ernment’s first estimate for that
three-month period. But the num-
ber was based on assumptions of ac-
tivity in certain parts of the econ-
omy, such as inventories, particu-
larly since December data are still
being collected and analyzed. Now
that the inventory numbers sug-
gest wholesalers were more aggres-
sive than originally thought, it
means fourth-quarter GDP will
likely be revised downward, since
the 1.6-percentage-point boost to
the figure from inventory levels
now appears to be less substantial.

Analysts at the Boulder, Colo.,
forecasting firm Action Economics,
for example, now say fourth-quar-
ter GDP probably fell at a 4.6% annu-
alized rate. A deeper negative at the
end of last year could translate into
less of a hit to growth in early 2009.
Still, the ratio of inventory to sales
continued its unwelcome rise, at
1.27 months’ worth compared with
a lean 1.06 months’ worth—an all-
time low—in June, so wholesalers
will likely continue to pare merchan-
dise, and that could weigh on GDP in
the coming months.
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Israelis vote in tlght race

Outcome will affect
U.S. plans to spur
Mideast peace talks

BY CHARLES LEVINSON

JERUSALEM—TIsraelis went to
the polls Tuesday to choose anew gov-
ernment in a suddenly tight battle be-
tween the centrist Kadima Party and
the right-wing Likud Party, a race
that is likely to affect President
Barack Obama’s plans to jump-start
the Israel-Palestinian peace process.

Kadima Party leader Tzipi Livni,
50 years old, aformer Mossad spy, has
promised to continue peace talks with
the Palestinians on the basis of a two-
state solution. Her rival, Benjamin Net-
anyahu, the 59-year-old Likud leader,
has rejected many of the concessions
seen as crucial to making peace.

Mr. Netanyahu led polls for
months. But in the campaign’s final
days, momentum appears to have
swung, with Ms. Livni drawing
nearly even. One last-minute poll
even showed her pulling ahead.

“I’'d say it’s a close tie with an
edge to Livni,” said independent poll-
ster Rafi Smith. “But this is a very
close race that could go either way.”

If victorious, Ms. Livni could be
the country’s first female prime min-
ister in 35 years. But Israel’s
complex electoral system
doesn’t guarantee she will
lead the country even if she
secures the most votes.
With right-wing parties ex-
pected to do better than the
left, Ms. Livni may be unable
to cobble together a coali-
tion of 61 seats in the coun-
try’s 120-seat parliament. In
that case, Israel’s President
Shimon Peres could instead
tap Mr. Netanyahu to lead.

Howling winds and tor-
rential rains in much of the country
were expected to keep many voters
away from the polls altogether, cap-
ping a lackluster campaign cut short
by the war in Gaza. Mr. Peres even
criticized the leading candidates for
failing to address the “country’s burn-
ing issues” and focusing their cam-
paigns instead on attacking rivals.

Adding to voter apathy, Israelis
are going to the polls for the sixth
time in just 10 years, after outgoing
Prime Minister Ehud Olmert was
forced to resign over corruption alle-

Benjamin
Netanyahu

Israeli Druze women stand in a voting booth at a polling station in the northern
village of Yarka on Tuesday. The race has tightened further in recent days.

gations. He has denied wrongdoing.

As of late Tuesday afternoon,
turnout was just 42%, and some ana-
lysts were predicting turnout could
fall below the record low of 63.5%,
hit in the 2006 election.

Throughout the campaign, the
two leading parties presented mud-
dled messages that at times made it
difficult to distinguish between
them. Even as she promised
to pursue peace with the Pal-
estinians, Ms. Livni sought
to bolster her security cre-
dentials by boasting of the
role she played in the pun-
ishing war against Gaza, in
which more than 1,300 Pal-
estinians died.

Mr. Netanyahu spent the
early days of the campaign
trying to assuage
the international
community and
the Israeli main-
stream that he would con-
tinue working with the Pal-
estinians as prime minister.
But as polls showed him los-
ing support, he veered
right, vowing not to give up
land in exchange for peace.

According to polls and in-
terviews with voters, it ap-
peared the race might be de-
cided by whichever mainstream
party lost the least support to
smaller, more ideologically hard-line
parties on both the right and the left.

Tzipi Livni

Many voters on the right re-
main distrustful of Mr. Netanyahu,
who as prime minister in the late
1990s agreed to hand over parts of
the West Bank to the Palestinians
under heavy pressure from the Clin-
ton administration. “Likud did not
keep its promises,” said Ronit
Libersat, a middle-age urban plan-
ner who said she was abandoning
Mr. Netanyahu’s party for the first
time ever, in favor of a more right-
wing party.

Ms. Livni, on the other hand, has
appeared to gain momentum as pros-
pects of agovernment dominated by
right-wing parties has driven tradi-
tionally left-leaning voters to shift
their support to Kadima.

“I don’t want Netanyahu at all
because he won’t bring peace. Livni
isnot my favorite, but only
Livni has a chance to beat
him, and this is why I
voted for her,” said Varda
Shamir, a retired school-
teacher.

The once-dominant La-
bor Party, long associated
with the peace processin Is-
rael and led by Defense Min-
ister Ehud Barak, is running
a distant fourth in the polls,
its worst showing ever.

The far-right-wing na-
tionalist Yisrael Beitenu Party, lead
by Russian immigrant Avigdor Lie-
berman, is expected to finish a close
third, well ahead of Labor.

EU sets duty on Chinese steel rods

A WSJ NEws Rounpup

BRUSSELS—The European
Union imposed temporary anti-
dumping duties of as much as 25%
on imports of Chinese-made steel
wire rods, but won’t put extra tariffs
on other Chinese steel products, the
EU’s Official Journal said.

Brussels has also imposed anti-
dumping duties of around 4% on im-
ports of steel rods—mainly used in
construction—from Moldova, the
journal said.

The moves came as about 1,000
ArcelorMittal steel workers from
across Europe demonstrated
through the Belgian capital to de-
mand more labor protection during
the economic recession. The work-
ers say the world’s largest steel com-
pany shouldn’t offer dividends to
shareholders at the same time it is
laying off several thousand people.

ArcelorMittal said in December

it is looking to cut 9,000 jobs to re-
duce costs by $1 billion. It has al-
ready shuttered plants in France,
Germany and Belgium during the
winter months. ArcelorMittal said
Tuesday that the cutbacks were in
the long-term interest of the com-
pany and its employees.

The EU’s tariffs will remain for six
months until the European Commis-
sion, which oversees trade policy for
the 27-nation bloc, decides whether
to propose “definitive duties” for at
least five years, which must then be
approved by trade ministers.

Trade disputes between Brus-
sels and Beijing have risen since the
EU’s trade deficit with China bal-
looned, hitting €160 billion ($208.2
billion). Last month, the EU im-
posed duties of as much as 87% on
screws and bolts from China, trig-
gering retaliatory action by Beijing
at the World Trade Organization.

China alleges that Brussels is
protecting European companies,
and that the EU’s antidumping deci-
sions conflict with the pledge of
the Group of 20 emerging and de-
veloped countries to avoid using
protectionist measures to fight the
worsening economic slowdown.

Brussels—which rejects Chi-
na’s claim of protectionism—
hopes its decision not to place du-
ties on hot-dipped metallic-coated
iron or steel flat-rolled products
will show Beijing that any imposi-
tion of duties is based on world
trade rules and isn’t aimed at
shielding EU manufacturers.

International rules allow coun-
tries to impose extra duties on
goods that are “dumped”—im-
ported at prices below what is paid
in their home market—if the dump-
ing injures businesses in the import-
ing country.

India’s Methodists roiled
by real-estate dlsputes

BY PETER WONACOTT

BAREILLY, India—The Indian
Methodist church has large hold-
ings of land here, in what could be
seen as a blessing during a nation-
wide property boom.

But these potential riches have
brought trouble. Lawsuits in Indian
courts accuse some Methodist lead-
ers of colluding with developers in
sales of church property.

Besides giving the church a black
eye, the legal troubles expose a hur-
dle to India’s modernization: Its
courts are ill-equipped to provide
speedy resolution of tangled prop-
erty disputes holding up develop-
ment as land prices soared and Indi-
ans rushed to cash in.

American Methodist missionar-
ies arrived in Bareilly 153 years ago.
The church gradually accumulated
large property holdings. Christians
number only about 25 million
within India’s population of a bil-
lion, and less than 5% of Indian
Christians are Methodists. But the
Indian Methodist Church owns nu-
merous schools, churches, hospitals
and hostels in nine states, some in
choice urban locations.

In places like Bareilly, the church
holds land—with values inflated by
the property boom—often sur-
rounded by shops, restaurants and
construction cranes.

Despite its extensive holdings, the
Indian Methodist church is in need of
funds. Many buildings are in disre-
pair, some occupied by squatters.

The Rev. Sunil K. Masih, a portly
46-year-old with a shoe-brush mus-
tache, administered the Indian
Methodist church’s northern con-
clave here for five years. When he
was appointed in 2003, some bish-
ops say, some senior church officials
saw property sales as the best way
toraise cash and dislodge squatters.

But the church sued Mr. Masih
and several other officials in 2007, al-
leging the unauthorized sale of a con-
ference center and bungalow. The
buyers tried to take possession from
squatters by force, according to the
suit, filed in Bareilly district court.

Mr. Masih says the northern con-
clave’s property committee had au-
thorized the sale. The committee and
the Methodist Church in India said
he did it without authorization. In Oc-
tober 2008, after Mr. Masih took a
new post, the new presiding bishop
dismissed him because of the sale.

Church officials, including Mr.
Masih, have been accused of accept-
ing money from developers for agree-
ing to lower prices and to smooth
transactions with church authori-
ties. Mr. Masih says other church offi-
cials accepted bribes from develop-
ers, but he hasn’t. He is contesting
his dismissal.

India’s Methodist church re-
ceives funding from the mission
arm of the U.S.-based United Meth-
odist Church. Two former staffers
of the mission arm allege that while
they were there, Indian pastors and
other church officials lined their
pockets with Methodist assets, by
misdirecting money intended for
projects or by taking bribes for mak-
ing illicit property sales.

A spokesman for the U.S.-based
United Methodist Church’s mission
arm, known as the General Board of
Global Ministries, declined to dis-
cuss Indian property issues, saying
the Indian church, which is autono-
mous, makes its own decisions about
real estate. The spokesman said
funds provided by Global Ministries

Peter Wonacott/The Wall Street Journal
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and associated programs are regu-
larly audited.

In Madhya Pradesh last month,
in response to a petition by citizens
alleging illegal deals with land devel-
opers, the state’s high court ordered
the Methodist church to stop cer-
tain sales of church properties and
demanded two bishops appear to ex-
plain recent deals.

That suit alleges the commercial
sales of church property registered
in a trust violate a 1950 law that pro-
hibits transactions that aren’t for
Christian or charitable purposes.
There’s been no decision in the case.

The Rev. Subodh C. Mondal, gen-
eral secretary of the Methodist
Church in India, declined to com-
ment on the case. He says to focus
on corruption is to obscure the
church’s good works. “I'm not the
least bothered by a little corruption
here or there,” he says.

Before church headquarters in
Mumbai revoked Mr. Masih’s author-
ity to sign contracts, he executed the
sale of Butler Plaza, a multistory shop-
ping arcade in Bareilly named for the
first Methodist missionary to India.

Critics deemed the sale price of
about $364,000 as too low. Some
church officials who favored the sale
defended the price, saying some ten-
ants weren’t paying their rent.

Shop owners in the arcade, fear-
ing eviction, sued to block the sale.
Prashant Kumar, a lawyer who filed
their suit, said bishops are too busy
bickering to unite against the sale of
church property. “If this continues,
in another five or 10 years every
piece of property the church owns
will disappear,” he said.

Bishop Vijay Kumar, who pre-
sides over the northern conclave,
says he now has frozen all sales of
church property by withholding
from church officials the power to
sign contracts.

The church’s financial problems
continue. At the missionary-
founded women’s hospital in Ba-
reilly, the staff has gone on strike for
unpaid wages. In August, the roof of
a Methodist girls’ school collapsed
just after students left.

To make ends meet, says Bishop
Kumar, “We may have to dispose of
some properties.”

—Vibhuti Agarwal in New Delhi

contributed to this article.
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China TV apologizes for fire

Broadcaster says
staff fireworks show
ignited Beijing blaze
By MEI FonG

BEIJING—National broadcaster
China Central Television said an un-
authorized fireworks display orga-
nized by one of its employees set off
a blaze that destroyed a 44-story
building next to its iconic new head-
quarters in Beijing, in a statement
that included an apology for the
“great loss” to “national assets.”

Fire authorities in Beijing said the
fireworks were high-explosive devices
that were set off illegally Monday
evening during celebrations to mark
the end of the Lunar New Year holiday.
One firefighter died after inhaling
toxic fumes while battling the fire and
seven other people were injured.

CCTV issued a statement Tues-
day saying one of its employees
hired a company without authoriza-
tion to set off fireworks in a com-
pound that houses the tower that
caught fire, the new Television Cul-
tural Center building, which was ex-
pected to be completed in May.

That building, which resembled a
silver boot, is next door to the land-
mark $800 million CCTV tower,
which a fire-department official said
appears to be undamaged. Both
buildings are within a 20-hectare
compound created by the state
broadcaster for its new headquar-
ters, which was supposed to be open
and fully operational later this year.

The two buildings are part of an
award-winning design by architect
Rem Koolhaas that helped to trans-
form the Beijing skyline ahead of the
Olympics in August.

The admission of culpability is an
embarrassment for the powerful
state broadcaster. CCTV’s statement
said the broadcaster feels “sorrow-
ful” and “sincerely apologizes for
the traffic congestion and inconve-
nience that affect residents nearby.”

Almost 600 firemen, 85 fire en-
gines and 16 military units were in-
volved in fighting the flames within
the vast compound.

Officials say the exterior of the
boot-shaped TVCC building—now a
blackened hulk—is seriously dam-
aged, but didn’t say if the damage
was irreparable. The blaze raged for
about six hours Monday night, and
chunks of the building’s alloy clad-
ding that fell were still being picked
up by street sweepers Tuesday.

It is unclear what insurance liabil-
ity CCTV now faces. The ravaged build-
ing, partly designated as a five-star
flagship hotel for Mandarin Oriental

Associated Press
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Part of the damaged building in state broadcaster CCTV’s compound in Beijing on

Tuesday. The fire was attributed to an employee-organized fireworks show.

International Ltd., is insured by state-
owned People’s Insurance Company
of China Holdings Co. under a con-
struction-risk plan due to expire June
30. “As the site of the fire was still cor-
doned off for more investigations, it’s
still hard to estimate the loss caused
by the fire,” People’s Insurance said in
a statement on its Web site.

Mandarin Oriental said in a state-
ment that it signed a long-term con-
tract to manage the hotel and has no
ownership interest in the building.

Both CCTV and Mandarin Orien-
tal had been scheduled to move in
later this year.

Officials told a news conference
that CCTV defied police warnings
not to set off the powerful rockets.
“The owner caused the fire because
it violated regulations and set off
fireworks at the construction site,”
said government spokesman Zhu Xu.

Luo Yuan, deputy chief of the
Beijing Fire Control Bureau, told re-
porters that police on patrol at-
tempted to intervene when CCTV

launched their fireworks show, but
were ignored. “We have videos of the
scene and remnants of the fireworks,
which will serve as strong evidence
in the investigation,” Mr. Luo was
quoted as saying by the state-run
Xinhua news agency.

The CCTV Tower project has been
mired in controversy since its incep-
tion, when hundreds of local resi-
dents protested their forcible evic-
tion to make way for the complex.

Now the blaze appears to be fuel-
ing complaints of press control, with
Internet users complaining Chinese
media reports appeared to play down
coverage of the inferno. Major Inter-
net portals such as Sina and Sohu
didn’t prominently feature news of
the fire Tuesday. Some local journal-
ists say coverage of the fire was ham-
pered by the enforcement of a media
regulation that requires domestic
press to use only Xinhua’s state me-
dia coverage for events Beijing deems
sensitive. —Sue Feng

contributed to this article.

China says drought damage is limited

By SHAI OSTER

BEIJING—China said it had
largely contained damage from its
worst drought in decades, but
warned that if there is no rain in the
next two weeks, the winter wheat
harvest could be threatened.

“We will face a more daunting
task in fighting drought,” if there is
inadequate rainfall in the next 15
days, said E Jingping, secretary-gen-
eral of the State Flood Control and
Drought Relief Headquarters.

With rain forecast to start
Wednesday across most of the eight
hardest-hit provinces, after more
than 100 days without rainin some ar-

eas, government officials predicted a
limited impact from the drought. The
affected area is primarily in central
and eastern China, covering the coun-
try’s breadbasket.

Chinese leaders in recent days
have said fighting the drought is a
priority; they have declared a state
of emergency and promised mil-
lions of dollars in emergency-relief
funding and irrigation. More than
half of China’s provinces have been
affected by the drought, and 3.46
million people still don’t have ade-
quate drinking water.

This winter, China has been hit
by unusually high temperatures and
low rainfall, followed by a sudden

freeze, Mr. E said. He declined to es-
timate losses so far. Still, he said
that China’s food and water supply
were basically secure.

So far, the drought appears to
have had limited effect on wheat
prices, largely because China’s
grain stockpiles are high from a
bumper crop last year. But farmers
can ill afford to lose crops at a time
when many migrant workers who
had left rural areas to work in cities
are returning unemployed.

The government has said 20 mil-
lion migrants have been laid off in re-
cent months as the global slowdown
has pared demand for exports and
battered the construction industry.

Australia will examine
fire evacuation policy

ASSOCIATED PRESS

HEALESVILLE, Australia—Au-
thorities searching for answers
amid the carnage from the worst
wildfires in Australia’s history said
on Tuesday that they would rethink
policies allowing residents to decide
for themselves whether to evacuate.

The official death toll from the
fires that swept unchecked across
southeastern Australia last week-
end stands at 181.

Authorities defended their prepa-
ration and actions, saying weather
conditions were so extreme that it
was almost impossible to avoid
some level of catastrophe. But they
agreed current policies must be re-
viewed to prevent a similar disaster
from happening again.

Teams moving into towns
burned out by the inferno found
charred bodies on roadsides and in
crashed cars—signs of futile at-
tempts to flee the raging wildfires
fed by 100-kilometer-an-hour
winds, record heat and drought.

On Tuesday evening, Victoria
state Premier John Brumby said the
coroner had identified another 50
bodies that hadn’t been counted in
the official death toll. “This is going
to be a significant number, it will ex-
ceed 200 deaths,” Mr. Brumby said.

Suspicions that some of the 400
blazes were caused by arson has led
police to declare crime scenes in
some incinerated towns. Officials
were preparing to release a sketch
of a suspect in one of the fires,
which killed 21 people.

The fires near Melbourne, Aus-
tralia’s second-largest city with a

population of some four million, de-
stroyed more than 750 homes, left
5,000 people homeless, and burned
2,850 square kilometers of land.

Three days after the wildfires, of-
ficials said their ferocity, pace and
breadth made them impossible to
fight effectively.

Still, this disaster is likely to re-
write the books on what is consid-
ered best practice for handling
fires, including the widespread pol-
icy of allowing residents in high-
risk areas to decide for themselves
whether to stay and fight or flee.

The policy recognizes that Aus-
tralia’s wildfire services—made up
largely of volunteers—lack the re-
sources to protect every house;
thus, homeowners are allowed to
try to protect their own property.

“It is the application of that pol-
icy and a lack of an alternative that
we need to work on,” Country Fire
Authority Chief Russel Rees told re-
porters Tuesday. But he conceded
that evacuation orders were un-
likely to be heeded by all, and would
be hard to enforce during a fire
emergency.

Victoria state Police and Emer-
gency Services Minister Bob Cam-
eron said his government wouldn’t
make fire evacuations mandatory as
it awaits the recommendations of a
commission investigating the disas-
ter.

Mr. Brumby said a national emer-
gency warning system for wildfires
should be considered, and that he
wrote to Prime Minister Kevin Rudd
about the idea months ago.

Firefighters Tuesday were still
battling more than a dozen blazes.

Obama backs Bush position
on rendition-related lawsuit

By EVAN PEREZ

WASHINGTON—The Obama ad-
ministration backed the Bush admin-
istration’s arguments in a lawsuit in-
volving the practice of seizing terror
suspects abroad and sending them to
third countries for questioning.

The case involves five men who
claim U.S. operatives abducted them
and sent them to be tortured in other
countries. The men are suing a unit of
Boeing Co., which they say provided
aircraft to the Central Intelligence
Agency for the “extraordinary rendi-
tion” program. Boeing declined to
comment on the case.

Monday, Justice Department law-
yers told the Ninth Circuit federal ap-
peals court in San Francisco that the
government believes state secrets
and national security would be put at
risk if the court allows the suit to pro-
ceed. That is the same argument the
department used under former Presi-
dent George W. Bush.

The move came as Attorney Gen-
eral Eric Holder ordered a review of
all assertions of the state-secrets priv-
ilege, aiming to ensure that the argu-
ment isn’t used to hide from Ameri-
cans information they have a right to
know, the Justice Department said.

While President Barack Obama
has promised to close the Guantan-
amo Bay prison and revoke other
Bush antiterror policies, he is moving
more cautiously on renditions. The
practice dates back at least to the Clin-
ton administration, and Obama offi-
cials have signaled they will continue

the policy while seeking assurances
that suspects aren’t tortured.

“This is not change. This is defi-
nitely more of the same,” said An-
thony Romero, executive director of
the American Civil Liberties Union,
whose lawyers argued against the
government in the appeal on Monday.

Liberal supporters of Mr. Obama
are watching how the administration
handles other polarizing issues, in-
cluding calls for possible criminal
prosecutions of Bush officials for tac-
tics that critics say led to torture of de-
tainees. Michael Ratner, president of
the Center for Constitutional Rights,
said the Justice Department’s move
suggests “the chances of bringing a
criminal case are getting lower and
lower.” Mr. Obama has said he wants
to look forward, not backward.

The lawsuit is against Boeing’s
Jeppesen Dataplan Inc. unit. A dis-
trict-court judge sided with the gov-
ernment last year. The men’s case
likely would be crippled if that deci-
sion holds. Justice officials declined
to discuss specifics of the case.

Also Monday, Sen. Patrick Leahy
(D., Vit.) called for creation of a “truth
and reconciliation” commission to in-
vestigate the Justice Department un-
der the previous administration.
Such a commission, Mr. Leahy said,
could investigate legal policies that
paved the way for the National Secu-
rity Agency’s warrantless-surveil-
lance program, the politically tainted
firings of some U.S. attorneys and the
legal opinions drafted to govern inter-
rogation methods.





