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By John W. Miller

BRUSSELS—Shareholders
of Belgian bank Fortis NV nar-
rowly rejected a proposed $20
billion sale to BNP Paribas SA
after a confrontation with
board members—a rare popu-
lar revolt against the wave of
government bank bailouts
sweeping the globe.

The vote forces the Belgian
government, which took con-
trol of Fortis in October to save
it from bankruptcy, back to the
bargaining table. The takeover

has been controversial in Bel-
gium, where Fortis is widely
held by ordinary citizens, lead-
ing to the ouster of Prime Minis-
ter Yves Leterme in December.

The Belgian backlash is a
vivid illustration of the eroded
stakes left for shareholders as
governments around the world
pour money into battered fi-
nancial institutions. While
such moves typically dilute the
holdings of existing investors,
few have railed against the infu-
sions because the alternatives
seem even worse. Nationaliza-

tion, for example, wipes out
shareholders.

The tightening vise was evi-
dent when Barclays PLC share-
holders grudgingly approved a
$10.4 billion capital-raising
plan from Middle East inves-
tors in November. The move
heavily diluted Barclays share-
holders but staved off a U.K.
government takeover.

At Bank of America Corp.,
some shareholders are irate
that executives didn’t disclose
Merrill Lynch & Co.’s deepening
woes before the deal was ap-

proved in December in sepa-
rate votes. Instead, Bank of
America executives secretly
hammered out an agreement in
which the U.S. government
agreed to pump an additional
$20 billion into the Charlotte,
N.C., bank as an inducement to
go through with the Merrill
deal. The infusion made the
bank one of the two biggest ben-
eficiaries of U.S. federal aid.

At Fortis, Wednesday’s
shareholder vote leaves Bel-
gium with three options, say
analysts: Let Fortis fend for it-

self, inject more cash or nation-
alize, or renegotiate a deal
with the Dutch government
and BNP Paribas with a better
payoff for shareholders.

The first option is unlikely.
On its own, Fortis has too
much debt. A nationalization
would be a risky move but it
might be the Belgian govern-
ment’s only choice after fail-
ing twice to do a deal.

BNP Paribas has said it
would drop its bid if share-
holders voted no. It said in a
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Shareholders reject Fortis deal
Revolt against $20 billion sale to BNP forces Belgian government back to the bargaining table

The results, fast

First news of earnings from
BT, Rio Tinto and others
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DEADLY STRIKES: Security forces run toward the Justice Ministry after assailants attacked it and another government building in Kabul. Page 10

Crisis in Afghanistan

Sovereign default?
Prepare for the worst-
case scenario, warns
Jacques Attali. Page 14

By Greg Hitt

And Jonathan Weisman

WASHINGTON—Congress
and the White House reached
agreement on a $789.5 billion
economic-recovery package,
clearing the way for final
votes late this week on Capi-
tol Hill.

Lawmakers haven’t re-
leased specifics of the deal,
but people familiar with the
talks said the White House
agreed to trim a payroll tax
holiday, reduce proposed aid
to ailing state governments
and scale back initiatives to
provide health care for laid-
off workers.

In exchange for giving
ground on those issues, White
House and Congressional ne-
gotiators restored some $9 bil-

lion in funds for school mod-
ernization, which had been
stripped out of the Senate bill.

A measure to shield cer-
tain middle-income taxpayers
from the alternative mini-
mum tax remains part of the
package, people familiar with
the talks said. But the final
bill would sharply scale back
some tax breaks for buying
cars and houses that had been
adopted by the Senate.

The agreement was an-
nounced by Senate Majority
Leader Harry Reid (D., Nev.),
who said Wednesday that the
House and Senate had con-
cluded negotiations. “We’ve
been able to bridge those dif-
ferences,” he said. “This has
been a give and take.”

Sen. Susan Collins (R.,
Please turn to page 31
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job losses mount. Page 2

n GM is offering retirement
incentives to 22,000 union
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ernment next week. Page 32
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10x faster based on comparing Oracle data warehouses
on customer systems vs. HP Oracle Database Machines.

Potential savings based on cost/terabyte comparison with
selected competitor systems; Oracle Database and options

licenses not included. Actual results and savings may vary.

Copyright © 2009, Oracle. All rights reserved.

The World’s Fastest
Database Machine
• Hardware by HP

• Software by Oracle

*But you have to be willing to
spend 50% less on hardware.

Runs Oracle
10x Faster*

VO L . X X V I I N O . 9  T H U R S DAY, F E B R UA RY 1 2 , 2 0 0 9

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

Judging by the ebul-
lience of some of its execu-
tives, you wouldn’t think
Credit Suisse had just
posted a thumping 8.2 bil-
lion-Swiss franc ($7.1 bil-
lion) full-year loss.

Compared with Swiss ri-
val UBS, which reported its
own record loss Tuesday,
Credit Suisse has plenty to
feel satisfied about. But
that doesn’t mean the bank
is in the clear.

The good news is that
Credit Suisse has dealt ag-
gressively with its toxic ex-
posures. It continues to
mark them to market, de-
spite recent accounting-rule
changes allowing banks to
move assets off their trad-

ing books. As a result, lever-
aged-finance exposures
have been almost entirely
eliminated, while exposures
to commercial and residen-
tial mortgage-backed securi-
ties total just 10 billion
Swiss francs.

Credit Suisse’s total as-
sets and risk-weighted as-
sets fell 16% in the fourth
quarter, contributing to a
rise in the Tier 1 capital ra-
tio to 13.3%. And with de-
posits equivalent to 117% of
its loan book and just 13 bil-
lion Swiss francs of debt ma-
turing in 2009, Credit
Suisse has stable long-term
funding.

Meanwhile, Credit
Suisse’s private bank

avoided the kind of reputa-
tional damage sustained by
UBS and continued to draw
in new assets.

That said, although
Credit Suisse’s regulatory
capital ratios look strong,
total leverage has increased
to more than 50 times tangi-
ble equity, thanks to the
heavy 2008 losses eating
into equity. That leaves a
thin buffer against further
losses.

Another issue is the long
term profitability of the in-
vestment bank. Like UBS,
Credit Suisse is scaling
back. On a pro forma basis,
the division would have
made two billion Swiss
francs in 2008. Its return

on equity was definitely be-
low the bank's 18% target
and it mightn’t have cov-
ered its cost of capital. The
question is whether, in a
low-risk, low-leverage envi-
ronment, it ever will.
 —Simon Nixon

As victories go, Fortis’s
minority shareholders may
find theirs proves unpleas-
antly Pyrrhic.

Shareholders voted nar-
rowly against the Belgian
government’s plan to rescue
Fortis by selling its Belgian
assets to BNP Paribas. That
leaves Fortis in legal limbo—
and threatens to plunge the

Belgian banking system into
an even deeper crisis.

BNP Paribas has said it
would walk away if it lost the
vote. Fortis was originally at-
tractive because it promised
to bolster BNP Paribas’s Euro-
pean deposit and fund-man-
agement base without strain-
ing its balance sheet. But as
the recession deepens, the

deal is less compelling.
Fortis’s triumphant mi-

nority shareholders, ag-
grieved at not being con-
sulted on the rescue, are
wrong to think that they
would now have a workable
bank. Fortis’s acting chair-
man said Wednesday that
Fortis could go “bankrupt.”

Belgium’s own position is

fragile. It has already spent
nearly Œ20 billion ($26 bil-
lion), or 6% of GDP, bailing
out Fortis, KBC and Dexia.
Meanwhile, Belgium’s na-
tional debt is fast approach-
ing 90% of GDP. The last
thing it needs is a further
large bill to underpin the sta-
bility of the country’s big-
gest bank.—Matthew Curtin

ArcelorMittal steels itself

Fortis shareholders win vote and lose their best shot

This time it’s differ-
ent—or so ArcelorMittal
would have us believe.

The rest of the steel in-
dustry has largely matched
the Luxembourg-based
steel giant’s steep 45% pro-
duction cut in recent
months. That may enable
the world to avoid a steel
glut, the cause of so much
pain during previous reces-
sions.

Even so, ArcelorMittal is
leaving nothing to chance.
Sensible action to reduce
its debt load should enable
it to ride out whatever lies
in store this year.

If the industry does
avoid the price collapses,
losses and bankruptcies of
previous recessions, that
would validate ArcelorMit-
tal’s aggressive efforts to
lead sector consolidation,
which has given it around
8% of 2008 global steel out-
put.

But $22 billion of acqui-
sitions over three years
have left the company with
$26 billion of net debt—
equivalent to nearly three
times this year’s forecast
Ebitda. With the company
forecasting Ebitda of a
mere $1 billion in the first
quarter of 2009, that is

much too high to be com-
fortable.

ArcelorMittal already is
making inroads into this
debt pile, unexpectedly re-
ducing it by $6 billion in
the fourth quarter. Its tar-
get is to reduce debt by an
additional $4 billion by the
end of 2009. Cutting the
2009 dividend in half will
save a further $1 billion.
Shrinking working capital
in line with production cuts
plus several thousand extra
voluntary staff cuts will
also help free up cash.

The company has also
been able to count on sup-
port from its banks, which
have agreed to spread $4.8
billion of $8 billion in debt
due in 2010 over three
years.

That should leave Arce-
lorMittal in a strong posi-
tion.

As one of the industry’s
most profitable companies
per ton of steel produced,
it is well geared for any up-
turn. But equally, if its fore-
casts of the cycle’s turn
prove too optimistic, it
looks better-equipped than
many rivals to cope with a
longer-than-expected
slump.
 —Matthew Curtin

Smiles for Credit Suisse

GM makes offer to 22,000 workers
Early-retirement deal
part of revamp plan
required by Tuesday

By John D. Stoll

And Josh Mitchell

General Motors Corp. is offering
retirement incentives to 22,000
United Auto Workers union mem-
bers as part of a turnaround plan it
must present to the U.S. govern-
ment by Tuesday, and it hopes up to
half of them decide to leave the com-
pany.

The move is the latest cost-cut-
ting effort by GM in connection
with the $13.4 billion in bailout
loans it won in December.

Meantime Wednesday, Chrysler
LLC, which took $4 billion in U.S.
loans and also is required to submit
a “viability plan” by Feb. 17, said it is
in talks with lenders about swap-
ping debt for stock, a key require-
ment of the loan terms.

GM is aiming to trim as many
hourly workers as possible because
the sharp downturn in auto sales
has left it and almost all auto mak-
ers with far more plants than they
need.

A GM labor executive, who did
not want to be identified, estimated
the U.S. auto industry has excess
production capacity of six million
vehicles a year, the equivalent of
about 24 assembly plants. For GM,
which holds about 20% of the U.S.
market, that likely means it has five
more U.S. assembly plants than it
needs.

Under terms of the government
loans, GM and Chrysler are required

to cut a substantial chunk of their
outstanding debt. In addition, em-
ployee buyout programs are going
to be a key component of restructur-
ing the companies.

The GM labor executive said his
company’s viability plan will in-
clude “more information on the
changes to the labor contract” and
details on “what a new GM looks
like size-wise and viability-wise.”

Chrysler aims to complete nego-
tiations on a debt-for-equity swap
with lenders by Tuesday, people fa-
miliar with the matter said.

“We are making progress with
our partners and appreciate their
commitment to our company and
our industry’s long-term viability,”
said Chrysler spokeswoman Shawn
Morgan. “We continue to make
progress with our union partners,
and this week will work closely with
both the union and debt holders to
meet the remaining requirements
by February 17.”

In addition, to get a better sense
of how deep they need to cut, GM
and Chrysler approached foreign
competitors in recent weeks seek-
ing details on their labor costs and
other financial information, accord-
ing to an official with one of the
competitors.

A third party working on behalf
of the auto makers has approached
non-U.S. competitors, the official
said. In response to the request, the
company employing the official
raised concerns about competitive-
ness and antitrust issues in answer-
ing such questions, the official said.
The person declined to name the
third party or the foreign competi-
tors that allegedly have been ap-
proached. The person also declined
to say whether the competitors

have given GM or Chrysler any infor-
mation.

Under their loan agreements
with the U.S. Treasury Department,
GM and Chrysler must bring their la-
bor costs in line with foreign mak-
ers such as Toyota Motor Corp.,
Honda Motor Co. Ltd. and Nissan
Motor Co. UAW leaders being asked
to make concessions have con-
tended they need more guidance on
their foreign competitors’ labor
costs.

GM spokesman Tony Sapienza
said he didn’t know whether GM or
a third party had directly reached
out to foreign auto makers but said
that “we have a very robust bench-
marking process” that helps the
company get a solid grasp on the la-
bor costs of competitors.

Mr. Sapienza said GM has “a
number of outside companies that
are looking into this with us to
benchmark and gather intelli-
gence.” He declined to name the
firms GM has hired but said his com-
pany is “sharing information” with
other Detroit auto makers so that
each player is using “accurate infor-
mation.”

A Chrysler spokeswoman said
she couldn’t immediately comment
on the matter.

GM and Chrysler have much
higher labor costs per U.S.-built ve-
hicle than those of non-U.S. makers
with nonunionized plants. In 2008,
GM and Chrysler spent roughly
$3,400 in average labor costs on ev-
ery car built at U.S. factories, com-
pared with an estimated $2,200 per
car for Toyota.

GM and Chrysler pay an average
of $55 an hour in wages and bene-
fits to hourly workers, while Japa-
nese manufacturers in the U.S. pay

about $46, according to Barclays
Capital. The Big Three U.S. auto
maker have long complained about
certain UAW-protected work rules
and job-security provisions that
add cost and complexity to manufac-
turing. The UAW is expected to be
asked to ease these rules in the cur-
rent negotiations with the car mak-
ers.

By 2010, GM and Chrysler expect
to cut labor costs extensively under
a contract signed with the UAW in
2007. The contract allows the auto
makers to buy out older workers
and replace them with workers re-
ceiving lower pay and less-expen-
sive benefits. It also was designed
to relieve the auto makers of bil-
lions in annual health-care costs
through a new trust fund managed
by the UAW.

GM has said it expects to cut la-
bor costs to about $2,500 a vehicle
next year, or $5 billion in total. By
2012, it expects to have shaved the
annual tab to $4.5 billion. Chrysler
plans to cut costs to $2,700 a vehi-
cle by next year, according to a per-
son familiar with the matter.

But these savings will rely
heavily on the state of the U.S. auto
industry and liquidity available to
auto makers.

To fund the health-care trust,
GM and Chrysler need to restruc-
ture terms of the trust with UAW’s
consent and pump billions into the
fund.

To take advantage of lower-
wage hiring provisions, GM and
Chrysler must first buy out thou-
sands more workers, and see an up-
tick in demand and production of ve-
hicles in North America.
 —Jeff Bennett

contributed to this article.

By Spencer Swartz

LONDON—The International En-
ergy Agency said global demand
for oil is expected to fall 1.2% this
year, the biggest annual drop in 27
years, as U.S. consumption de-
clines and Chinese growth weak-
ens.

The recession in the U.S. and
many other developed nations is ex-
pected to roll back world oil con-
sumption to 2006 levels, the IEA
said in its monthly oil-market re-
port. Consumption in the U.S., the
world’s biggest consumer of oil, is
expected to fall to 1998 levels.

“We seem to be on a downward
escalator we can’t get off of. Until
we see a bottoming out and a de-
gree of stability on the financial
and economic side, energy-market
weakness is going to be with us for
some time,” said David Fyfe, editor
of the IEA report.

The refining industry globally
faces one of the toughest economic
environments in a decade and com-
panies in the U.S. and Japan are run-
ning their refineries at utilization
rates well below seasonal norms to
avoid losing money, the IEA said.

The limp outlook for oil con-
sumption globally indicates that
consumers should see lower prices
at gasoline pumps, though mem-
bers of the Organization of Petro-
leum Exporting Countries, which
produce about 40% of the crude
consumed globally, are cutting pro-
duction sharply. That may well
lead to higher prices later this year.

The IEA lopped 570,000 barrels
a day off its world oil-consumption
forecast for 2009.

Oil demand seen
dropping 1.2%
as U.S. weakens

Swiss dive
Share price performance
of Credit Suisse and UBS

Source: Thomson Reuters Datastream
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Hints of stability emerge
Some data suggest
the worst may be over
for battered markets

By Liam Pleven

Jacques Aigrain offered to resign
as chief executive of Swiss Reinsur-
ance Co., a week after the giant rein-
surer got a $2.6 billion capital infu-
sion from billionaire Warren Buffett’s
Berkshire Hathaway Inc., according
to people familiar with the matter.

The Zurich-based firm is ex-
pected to announce Thursday that
Stefan Lippe, an Aigrain deputy and
the onetime chief underwriting of-
ficer for the world’s second-largest
reinsurer by premiums, will assume
the top post.

The move comes as Swiss Re, like
other large financial firms, is being
battered by losses amid the global fi-

nancial crisis. The company warned
last week that it will report a loss of
about one billion Swiss francs (about
$865 million) for 2008, and Standard
& Poor’s put the firm’s credit rating
on watch for a possible downgrade.

Mr. Aigrain, a former banker at
J.P. Morgan Chase & Co., came to
Swiss Re in 2001 and got the top job
in 2006. He helped engineer the pur-
chase of General Electric Co.’s rein-
surance business, expanding the
firm significantly.

Under Mr. Aigrain, the company,
whose core reinsurance business in-
volves selling policies to other insur-
ance companies that protect them
against losses, moved into poten-
tially more-risky investment-bank-

ing-style activities in recent years.
Swiss Re became a pioneer in the
newfangled arena of so-called insur-
ance securitizations.

The firm’s foray into selling credit-
default swaps, a form of insurance
against losses on other investments,
has been particularly problematic.
Swiss Re has recognized about six bil-
lion francs in losses on the swaps and
other activities in 2008.

Mr. Buffett agreed last week to in-
ject money into Swiss Re, helping bol-
ster the company’s capital and giving
the billionaire investor a high-yield-
ing bond that can be converted into
stock in three years. If converted, Mr.
Buffett’s Berkshire Hathaway Inc.
would hold 20% of the company.

Aigrain tenders resignation at Swiss Re

Even as job losses mount and
profits plunge, some glimmers of
stabilization are emerging in global
markets—and, more faintly, in the
economy overall.

In the U.S., Europe and China, sep-
arate surveys of manufacturing pur-
chasing managers all inched upward
in January, suggesting that contrac-
tion in manufacturing activity could
be slowing. The interest rates at
which banks lend to one another are
easing. And some credit markets are
thawing.

Analysts say rock-bottom offi-
cial interest rates, promises of mas-
sive fiscal stimulus packages and
central banks’ other efforts to re-
vive markets have helped ease some
tensions in financial markets and
may have put a floor under falling
business confidence. And as the big
government boosts continue work-
ing their way through the economy,
they could lay the groundwork for
the global economy to begin escap-
ing the worst of the storm.

The current hints of stabiliza-
tion come at very low levels, sug-
gesting the year ahead will be rocky
at best. And the hopeful signs could
still turn ugly.

“Some of the numbers we had
been seeing were just jaw-drop-
pingly awful,” said Ken Wattret,
economist with BNP Paribas in Lon-
don. “What we’re getting now is a
sense that the pace of contraction
won’t continue at that rate. But it’s
really a question of being less bad,

rather than of being truly good.”
A key barometer for financial-

sector health—the London inter-
bank offered rate—soared last fall
after Lehman Brothers Holdings
Inc. filed for bankruptcy, because
banks quit lending to one another.
On Wednesday, the three-month dol-
lar Libor inched up to 1.23% on disap-
pointment about the U.S. Treasury’s
financial-stability plan, but has
been easing since the start of the
year and is down sharply since its
peak of 4.82% on Oct. 10.

Also in financial markets, issu-
ance of high-rated corporate bonds
is soaring, signaling that markets
could be getting back on track to
serving their core purpose—provid-
ing funds to firms that need them.

Short-term corporate credit mar-
kets have also shown signs of im-
provement. Private issuance of U.S.
commercial paper has increased, and
interest rates on these short-term fi-
nancing agreements have come

down, leaving firms less reliant on a
special Federal Reserve facility serv-
ing commercial-paper borrowers.

Since the start of the year, com-
panies world-wide have sold $264.4
billion of investment-grade corpo-
rate bonds that aren’t guaranteed
through a government program, ac-
cording to research firm Dealogic.
That is up from the fourth quarter of
last year, when companies sold on
average $82.9 billion of non-govern-
ment-backed debt a month.

Stock prices also have been rela-
tively flat since November, even as
the economic news has deteriorated
sharply.

“There are some signs of stabil-
ity in the financial system,” said
Mark Zandi, chief economist at
Moody’s Economy.com. Financial
conditions are a key building block
of growth, so these signs of market
stability are a potentially encourag-
ing sign in the outlook.

The real economy is still weaken-
ingsharply.Payrollemploymentinthe
U.S.hasfallenbynearly600,000jobsa
month for three straight months, a
pacethatputs pressure onconsumers
tocutspending.Fourth-quartergross-
domestic-product figures for the
16-nation euro-zone, due Friday, are
expected to show a contraction of as
much as 1.5%, the bloc’s worst ever.

But there are remote signs that
business confidence and activity
may be stabilizing and that the
fourth quarter may have been the

worst, at least for some economies.
In the U.S., the Institute for Supply

Management’sJanuarysurveyofman-
ufacturing purchasing managers
ticked up to 35.6 in January from 32.9
inDecember.TheJanuarylevelstillim-
plies deep pessimism among purchas-
ing managers, but the small increase
for the month suggests their outlook
could be stabilizing at low levels.

A similar measure for the euro-
zone manufacturing sector, the Pur-
chasing Managers Index from Markit
Economics, also nudged up in Janu-
ary to 34.4 from December’s record
low of 33.9. Though it was the first
time the measure rose since August
2008, it remains well below the
50-point level separating expansion
from contraction. China’s official pur-
chasing managers’ index also staged
its second monthly rise in January.

Shuanghuan Automobile Co.
Vice President Cheng Bin says the
heat wasn’t turned off at the compa-
ny’s headquarters in Shijiazhuang,
China, during an interview for an ar-
ticle on Chinese auto makers that
was published Feb. 5. The article
claimed that the heat was turned off
to save costs, but the Journal didn’t
verify the information with the com-
pany.
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Washington
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About 7,000 shareholders, more than twice as many as expected, attended a
meeting Wednesday to vote on the sale of Fortis NV.

Holders block the sale of Fortis

Geithner to pitch U.S. stimulus plan to G-7
Treasury secretary
is expected to give
more details on bill

U.S. Congress, White House reach deal on stimulus package
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U.S. Treasury Secretary Timothy
Geithner has been trying to sell Con-
gress and the rest of the country on
his plan to set the economy back on
the road to growth. Now he will try

to convince the rest of the world.
Mr. Geithner and Federal Reserve

Chairman Ben Bernanke will meet in
Rome Friday and Saturday with
their counterparts from the rest of
the Group of Seven major industrial-
ized nations, amid a financial and
economic crisis that has proved stub-
bornly immune to policy solutions.

“The G-7 is an opportunity for
Secretary Geithner and Chairman
Bernanke to explain their financial-
stability plan internationally and
work with international counter-
parts to ensure that the actions of
one country—whether the United
States or another country—do not

undermine the stability of the finan-
cial system,” said Clay Lowery, a
former senior Treasury official who
is now a managing director of Glover
Park Group, a consulting firm.

Monday, Mr. Geithner gave his
G-7 counterparts a preview of the
plan he unveiled publicly Tuesday.
The plan includes a new round of
capital injections for banks, a
$50 billion program to help home-
owners avoid foreclosure, an effort
to boost consumer lending, and a pri-
vate-public investment fund to re-
lieve banks of bad assets. Those mea-
sures come on top of the $800 bil-
lion spending and tax-cut package

now being debated on Capitol Hill.
In Rome, Mr. Geithner is ex-

pected to provide the G-7 a more de-
tailed outline of the Obama adminis-
tration’s approach, an effort per-
haps to win an endorsement for a
plan that met with a skeptical initial
reaction from markets and lawmak-
ers at home.

“I think that there’s a desire to
have more particulars of the plan,”
Canadian Finance Minister Jim Fla-
herty said in Ottawa Wednesday.

Having watched Japan flounder
through a decadelong slump in the
1990s, Mr. Geithner is an advocate of
forceful and sustained government

action to address financial crises. He
is expected to encourage his G-7
counterparts “to take bold action,”
according to a senior Treasury offi-
cial. The official declined to identify
which of the G-7 nations, in the
Obama administration’s view, should
be more aggressive with spending,
tax or interest-rate policies.

Some members of the
G-7—which also includes the U.K.,
France, Germany, Italy, Canada and
Japan—are becoming increasingly
concerned about rising economic na-
tionalism. In Rome, German Fi-
nance Minister Peter Steinbrück
will speak about the dangers of this.

statement Wednesday that while
the original offer it made in October
would remain legally binding until
Feb. 28, a revised bid it made in Jan-
uary would not.

A no vote meant a threat of
“bankruptcy, which will leave the
shareholders empty-handed”, Chief
Executive Jan-Michiel Hessels said
before the vote.

“Savers and staff should have no
worries,” Belgian Prime Minister
Herman Van Rompuy said in Berlin,
according to wire reports. Techni-
cally, the state still owns Fortis
Bank, he pointed out.

The final ballot margin was less
than a percentage point. That sug-
gests that China’s Ping An Insurance
(Group) Co., the company’s biggest
shareholder, acted as the swing vote.
Ping An, which holds a 5% stake in For-
tis, said it planned to vote against the
sale, the latest in a series of activist
moves by Chinese companies holding
shares in Western banks.

The deal, brokered last fall by the
Belgian, Dutch and Luxembourg gov-
ernments, involved selling the Dutch
assets to the Netherlands and the Bel-
gian assets to BNP Paribas for $20 bil-
lion in cash and stock. The agreement
also created a holding company to ab-
sorb the bank’s toxic assets.

In Wednesday’s vote, sharehold-
ers also voted against the sale of as-
sets to the Dutch government, setting

up a battle in European courts over
the fact that the Netherlands didn’t
give shareholders a vote.

The October deal priced Fortis
shares at Œ1 ($1.29) apiece, well below
the Œ14 at which the shares were
changing hands a year ago. It left
shareholders with an impoverished
holding company—a small interna-
tional insurance business, cash and
nonperforming assets.

Shareholders rebelled. In Decem-
ber, a Belgian court ordered a special
vote. An investigative judge alleged
Mr. Leterme used backdoor channels
to influence a judge. The ensuing pub-
lic pressure led him to resign.

Last month, the Belgian govern-
ment renegotiated the deal to allow
Fortis to retain stakes in the Belgian
banking and insurance businesses.

It wasn’t enough. On Wednes-
day, a parade of shareholders and
their representatives denounced
the Belgian government and the
board of Fortis. “No, no and no,”
said Mischael Modrikamen, a law-
yer for 2,300 shareholders. “No be-
cause it’s courageous, and no be-
cause we want a better deal.” Mr.
Modrikamen has said that shares
should be worth at least Œ7 each.

“The Belgian and Dutch govern-
ments need to figure this out,” says
Georg Krijgh, an analyst with Ra-
bobank in Amsterdam. “For BNP it
was a nice deal because it would have
been good for their solvency.” He

adds, “in the long term it might be
good for the Fortis share price, but in
the short term, a lot of people don’t
like the uncertainty.”

The Fortis shareholders meeting
nearly monopolized Belgium’s atten-
tion Wednesday, reflecting the
firm’s deep ties throughout society
here. Fortis has 500,000 individual
shareholders; a great many live in
this country of 10.5 million.

Schoolteachers brought their
classes to the vote. “This is a major,
historical event,” says France
Michaux, a teacher of history at Bra-
cops-Lambert, a Brussels high school.
She came with 13 economics students.

Thousands took the day off to
crowd the Heysel complex in north
Brussels, built for the 1958 World’s
Fair. Organizers had expected 3,000
shareholders. Over 7,000 showed
up, Fortis said, the biggest assembly
ever. They represented 23% of the
2.3 billion shares outstanding, said
Fortis officials.

There were so many people that or-
ganizers set up two overflow viewing
halls. At 11 a.m., they began pouring
free coffee, juice and wine.

Raymond Cappart, 71 years old,
chugged down a glass of red. “My
wife told me not to drink, but I’m 70,
and I’m not American,” he says. “I’m
mad.”

Mr Cappart, a retired bank em-
ployee, says he has lost most of the
Œ150,000 he invested in Fortis in the

1990s, after he retired. “Why in Bel-
gium can’t the government be upfront
and not dishonest?” he asked.

At noon, organizers rolled out
thousands of cheese, tuna and crab
sandwiches. “We had couscous at the
last general assembly,” says Laurent
Bosquet. The 28-year-old invested
Œ12,000 in Fortis last summer.

Mr. Bosquet says he wasn’t wor-
ried that rejecting BNP Paribas would
wipe out Fortis. “The share’s worth
around one euro now, so what’s to
lose?” he asked.

The shareholders would prevail,

he added. “Yes we can,” he said in
English.

Shareholder Bruno Van Joen said
he didn’t know how he would vote
when he showed up in the morning. “I
want to hear all the arguments,” he
said. “The future of the country could
be at stake here, not just my money.”

By the afternoon, he had made
up his mind. “No, definitely no,” he
said. “The government did not han-
dle this well.”

 —David Enrich in New York and
David Gauthier-Villars in Paris

contributed to this article.
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By Michael M. Phillips
in Washington and
Sebastian Moffett in Paris

Maine), one of three moderate Re-
publicans whose votes are critical
to the bill’s passage in the Senate,
joined Mr. Reid to back the latest
compromise. Tax credits account
for about 35% of the cost of the plan;
federal government spending ac-
counts for 65%.

President Barack Obama, speak-
ing earlier in the day at a construc-
tion site in Springfield, Va., hailed
progress on “this endeavor of enor-
mous scope and scale.”

House leaders hoped to formally
introduce the compromise bill
Wednesday night for a final vote
Thursday. Senate Majority Leader
Harry Reid (D., Nev.) hoped for a fi-
nal vote Friday in the Senate, but is
ready to keep the Senate open
around the clock to overcome proce-
dural hurdles and press for final pas-
sage this weekend.

The final deal may strain to
reach Mr. Obama’s goal of creating
or saving four million jobs, some
economists said. The proposed
package includes less direct aid to

states than Mr. Obama had pro-
posed. For example, funding for one
key account—a “stabilization fund”
intended to help cash-strapped
states avoid budget cuts that might
exacerbate the recession—would
be set at $44 billion under the latest
version of the plan under discus-
sion. That’s somewhat higher than
in the Senate bill but more than $30
billion below the amount approved
by the House and endorsed by Mr.
Obama.

A dollar sent to a state govern-
ment to stave off cuts in services or
layoffs yields $1.38 in economic
boost, according to models used by
the White House and Congress to
calculate economic benefit. By con-
trast, the measure to slow the expan-
sion of the alternative minimum tax
will yield only 50 cents of stimulus
for every dollar of avoided tax, the
models predict.

“I don’t think this is going to
meet it,” Scott Lilly, an economist at
the Center for American Progress,
said of the Obama jobs goal.

In the horse trading, lawmakers

zeroed in on a plan that would trim
the cost of some Senate-approved
tax cuts. An $11.5 billion tax break
to spur auto sales would be scaled
back to some $2 billion; it would
still let car buyers deduct from
their federal income taxes the
money paid for local sales taxes on
the purchase, but it would no
longer allow them to deduct the in-
terest paid on a car loan. A $35 bil-
lion tax credit to support home
sales was being jettisoned in favor
of a more modest $2 billion to $3 bil-
lion proposal that would eliminate
the repayment requirement in the
existing $7,500 tax credit for first-
time homebuyers.

At the same time, Congress and
the White House have decided to
preserve a $70 billion measure—
supported by an influential group of
moderate Republicans in the Senate—
that would shield millions of middle-
income Americans from the alterna-
tive minimum tax, or AMT, a levy
originally designed to hit the
wealthy.

For years now, Congress has

passed a one-year AMT “patch,” so
consumers take it for granted that
the tax will be held at bay, said
Mark Zandi, chief economist at
Moody’s Economy.com, who has
been advising the White House and
Congressional Democrats on the
plan. But lawmakers from both par-
ties wanted to keep the measure in
the stimulus package, rather than
pass it separately later in the year.
That crowded out other projects
the White House and congres-
sional Democratic leaders had
pushed for.

Among other things, Mr.
Obama’s “Making Work Pay” tax
cut—a payroll tax holiday for work-
ers—would be scaled back under
the compromise plan. The emerging
package would set the value of the
benefit at $400 for individual work-
ers, down from $500, and $800 for
couples, down from $1,000. The
package would also broaden the
reach of the child-tax credit, lower-
ing the income threshold to qualify
for the credit to $3,000, from
$8,500.

The president’s proposal to sub-
sidize private insurance for people
who have been laid off would sur-
vive in limited form. But a proposal
to allow states to expand Medicaid
for the unemployed is all but gone,
according to people familiar with
the negotiations.

White House efforts to restore
other assistance to hard-hit state
and local governments had only par-
tial success.

The size of the package accords
closely with Mr. Obama’s original
$775 billion target and is signifi-
cantly scaled back from the $930 bil-
lion package under consideration
last week in the Senate. The new
package’s overall size meets a condi-
tion set by a small group of Republi-
can senators who broke with their
party’s leadership and voted for the
Senate package. Their support will
be crucial when the compromise
package comes back for a vote in the
Senate, where Democrats need the
votes of all 58 senators from their
own party, plus at least two Republi-
cans.

Continued from first page
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By Dana Cimilluca

Ailing mining giant Rio Tinto is
set to disclose Thursday a land-
mark $19.5 billion cash infusion
from Aluminum Corp. of China, a
deal that would infuse the debt-
laden mining company with the
largest-ever corporate investment
by a Chinese company.

According to people familiar
with the transaction, Aluminum
Corp. of China, known as Chinalco,
would make a $7.2 billion invest-
ment in bonds that convert into Rio
shares at prices well above current
stock prices in London and Austra-
lia. Chinalco would also invest
$12.3 billion in Rio iron-ore, cop-
per and aluminum assets under
terms of the deal, those people
said.

The investments, along with an
existing investment, eventually
would allow Chinalco, of Beijing, to
hold an 18% stake and eventually
seat two board members at the
world’s third-largest mining com-
pany.

Rio said in a statement late
Wednesday in London after details
of the deal leaked that it is in nego-
tiations with Chinalco “which may
or may not lead to any agreement
being reached.” Its shares rose
Wednesday 3.5%, or 66 pence, to
1,969 ($28.26) on the London Stock
Exchange. They were up 6% to 52
Australian dollars (US$34.04) in
Sydney.

The proposed deal is a stark re-
minder of China’s growing global fi-
nancial muscle and its continued
thirst for natural resources needed
for the production of steel and
other materials. China’s banks,
which may help finance the deal,
have escaped the credit crisis with
much less damage than their west-
ern counterparts.

For Rio, the deal is the latest
sharp turn on a year-long roller-
coaster ride. It paid $38 billion to
acquire Canada’s Alcan Inc. in late
2007, a bet on growing demand for
aluminum at a time when booming
demand for metals thrust Rio into
the spotlight. Soon after, a hostile
bid from rival BHP Billiton helped
drive its valuation to well over
$100 billion.

Then, an abrupt dropoff in de-
mand caused metals prices to
sharply plummet. The BHP Billiton
deal collapsed. Saddled with
nearly $40 billion in debt, largely
from the Alcan acquisition, the
company has pursued a variety of
options in search of emergency
funding to stave off its debt prob-
lems. It had hoped to raise cash
through asset sales to other compa-
nies, but a dismal environment for
mergers and acquisitions made
that all but impossible.

Rio hopes details of the invest-

ments will calm investors nervous
that it would strike a sweetheart
deal with the Chinese company. It
will point to the conversion price
on the bonds and the price Chi-
nalco is paying for the other assets
as evidence that the deal is better
than the alternative: a heavily dis-
counted share sale known as a
rights issue. Rio will also argue
that it is not giving up control of
any of its businesses in the deal.

Chinalco is already a share-
holder in Rio, having teamed with
Alcoa Inc. of the U.S. last year in a
$14 billion joint purchase of a 9%
stake. That move, at the time, repre-
sented China’s single largest corpo-
rate investment abroad.

The problems from Rio’s Alcan
deal are not in the past. Analysts ex-
pect Rio will announce a multi-bil-
lion asset write-down related to
that deal when it releases earnings
on Thursday.

Rio faces $8.9 billion of debt
coming due in October. Rio decided
to press forward with the deal, in
spite of opposition from Chairman-
designate Jim Leng, to settle con-
cerns over its debt and cushion the
company against further declines
in demand for its products. Mr.
Leng, who favored a rights issue,
abruptly stepped down Sunday be-
fore taking up his post because of
the dispute.

The Chinalco deal is not without
risks for Rio. Australian regulators
must give Chinalco the green light
to raise its ownership to 18%. Per-
haps more difficult for Rio Chief Ex-
ecutive Officer Tom Albanese and
Chairman Paul Skinner, they must
win over Rio shareholders, who
also must sign off on the deal.

The deal could discourage fu-
ture acquirers of the company and
hamper its ability to negotiate
price increases with Chinese cus-
tomers, some analysts warn. A
number of analysts have argued
that Rio shareholders should have
the ability to participate in any cap-
ital increase through a rights issue.

Other U.K. companies receiving
big foreign investments, without in-
cluding their shareholders, have
faced criticism. Barclays PLC was
forced last year to modify the
terms of a cash injection from Mid-
dle East investors after the bank’s
shareholders complained of being
shut out of the deal.

For Messrs. Albanese and Skin-
ner, the issue is particularly sensi-
tive. They had played down the
need for a rights issue and had vig-
orously rebuffed BHP’s advances. A
Rio shareholder veto could put
pressure on Mr. Albanese. Mr. Skin-
ner has already said he would step
down.

Rio Tinto strikes a deal
to sell debt, mine stakes
Chinalco will pay
$19.5 billion in cash
for 18% future stake

Rio Tinto
On the London Stock Exchange
Wednesday’s close: £19.69, up 3.5%
Year-to-date change: up 32%
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French state shelters economy
LEADING THE NEWS

Analysts expect a
multi-billion asset
writedown related
to the Alcan deal.

By Sebastian Moffett

PARIS—France has long resisted
textbook free-market economics—
and it’s weathering the downturn
slightly better than its neighbors as
a result.

Figures due to be released by the
government Friday are expected to
show that France, unlike other Euro-
pean economies—including Ger-
many, the U.K., Italy and Spain—
didn’t fall into recession during the
second half of 2008. Recession is
commonly defined as two consecu-
tive quarters of contracting GDP,
and France’s economy—unlike
those of its neighbors—grew
slightly in the third quarter.

To be sure, the picture isn’t rosy.
The government is expected to re-
port that fourth-quarter GDP de-
clined by around 1%, some econo-
mists estimate. The government
also will release revised third-quar-
ter figures.

The number of unemployed rose
2.2% in December from the previous
month to 2.1 million. The most re-
cent national unemployment rate,
for November, was 7.9%.

The International Monetary
Fund forecast that France’s econ-
omy will shrink a little more than 1%
over 2009 and 2010—half the con-
traction predicted for Germany and
the U.K. More optimistic forecasts
in December by the Organization
for Economic Cooperation and De-
velopment also put France ahead of
other big European economies.

Some economists say France is
being cushioned by its bloated pub-
lic sector and because it doesn’t rely

on a sole segment of its economy for
growth. The Germany and Japan
economies, in contrast, rely on ex-
ports to grow.

“France doesn’t have a big prob-
lem of its own at the moment,” says
Nicolas Véron, a research fellow at
Bruegel, a Brussels think tank. “It
has traditionally been seen as a
weakness that it doesn’t have sector
specialization. But in the current cir-
cumstances it is not a bad thing.”

A large number of French people
are employed by the government.
Public spending was equivalent to
52.4% of GDP in 2007, according to
the OECD, compared with 44.1% for
Germany and 44.4% for the UK. The
U.S. equivalent was 37.4%.

For years, economists have
blamed France’s substantial public
sector—along with heavy regula-
tion—for holding back growth. The
French economy averaged 1.9% an-
nual growth from 2002 to 2007, com-
pared with 2.7% for the U.K.

Amid today’s world-wide slow-
down, the French recipe doesn’t
look so bad. Because most govern-
ments seldom shed workers quickly—
particularly during a downturn—a
bigger public sector means that a
country’s overall wages—and, thus
consumption—tend to hold up.

President Nicolas Sarkozy, who
pledged to make the country’s econ-
omy more nimble, has made limited
progress. France’s social benefits
still reach extraordinary lengths.
For example, many entertainers,
such as actors, qualify for enhanced
unemployment benefits. Because
their work often is irregular—some
engagements are for just a single

production and others for the sum-
mer festival season—the govern-
ment helps smooth over bumps in
their pay. About 100,000 people,
ranging from circus performers to
cameramen, have qualified as “inter-
mittent show business workers.” In
2005, the government spent more
than Œ1.2 billion ($1.55 billion) on
benefits for them.

Beyond high public spending,
other practices that some econo-
mists considered hindrances to
French growth now are credited
with sparing the nation’s economy
an even worse hit.

French banks are relatively cau-
tious and demand hefty downpay-
ments before lending money to buy
property. Though French house
prices are forecast to decline in the
coming year, the fall is expected to
be modest compared with countries
such as the U.K., where banks
loaned more readily. France has far
less consumer and mortgage debt
than the U.K.

Also, France has big companies
in different sectors, such as autos
and pharmaceuticals. Countries
dominated by a single sector—man-
ufacturing in Germany, finance in
the U.K.—face sharper downturns.

Economists warn that there is a
long-term caveat to France’s prac-
tices. When the world economy
eventually recovers, France will re-
turn to a pattern of slower growth,
says Laurence Boone, an economist
at Barclays Capital.

“France will benefit less from
the rebound in exports” than Ger-
many, she said. “You can’t say that
the French model is better.”
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Keeping luxury offline
Luxury brands want
to keep restrictions
on their sales venues

By Jeffrey A. Trachtenberg

Best-selling novelist John Gri-
sham, one of the few major authors
whose books aren’t sold in electronic
form, is close to wrapping up an
agreement with Bertelsmann AG’s
Random House publishing arm that
will make all 22 Grisham titles avail-
able in all e-book formats, including
for Amazon.com Inc.’s Kindle reader.

“There was a period when John
and I felt it was a good idea to watch
the world of e-books evolve before
diving in,” said David Gernert, Mr.
Grisham’s longtime literary agent.
“Now that it’s a more mature mar-
ketplace, he will be available very
soon in all digital formats.”

Earlier this week, Amazon intro-
duced an updated version of the Kin-
dle. Although many current best-
sellers are available in the U.S. for
$9.99 on the Kindle, Mr. Grisham’s
newest novel, “The Associate,” a le-
gal thriller that ranks No. 1 on The
Wall Street Journal list of fiction
best-sellers, isn’t for sale.

A spokeswoman for Random
Housedeclined to comment except to
say, “We would
be thrilled by the
opportunity to
publish all of
John Grisham’s
books in e-book
format.” Mr. Gri-
sham’s hard-
cover titles are
publishedbyRan-
domHouse’sDou-
bleday imprint,
his paperbacks
are published by
Random House’s Dell imprint and his
audiobooks are published by Ran-
dom House’s audio unit.

Albert N. Greco, a professor at
the Fordham Graduate School of
Business who studies the book in-
dustry, said there weren’t any reli-
able consumer revenue figures for
e-books. But they are widely consid-
ered one of the fastest-growing seg-
ments of the book-publishing busi-
ness at a time when the industry is
being crippled by the recession.

Arthur Klebanoff, co-founder
and chief executive of New York-
based RosettaBooks LLC, an e-book
publisher, estimated that Amazon’s
Kindle currently accounts for two-
thirds of all consumer e-book sales.

By Max Colchester

Fashion designer Karl Lagerfeld
and European Commissioner for
Competition Neelie Kroes met
Wednesday to discuss a growing
problem for the European fashion in-
dustry: controlling who sells luxury
products in the Internet age.

European competition rules say
that manufacturers such as Parisian
fashion house Chanel SA can im-
pose restrictions on which distribu-
tion networks sell their goods. In
2010 these rules could change. The
European Commission is consulting

with companies, ranging from Ap-
ple Inc. to French luxury goods con-
glomerate LVMH Moet Hennessy
Louis Vuitton SA, over the potential
changes.

The luxury-goods industry
would like to keep the status quo.
Fashion houses have long relied on
snazzy stores to showcase their
goods and tempt big spenders. For a
time, luxury players avoided online
retailing, fearing a drab Web site
would ruin the brand’s exclusive im-
age. Recently, however, fashion
houses have started selling on the
Web.

Online retailing leaves fashion
houses balancing image against ex-
posure. It’s a tough dilemma. Follow-
ing his meeting, Mr. Lagerfeld —
who is the artistic director of
Chanel and also designs for Italian
fashion house Fendi, a unit of LVMH

— said that the Internet does not
convey “the unique feel and sophis-
tication of luxury materials, refined
tailoring and extraordinary atten-
tion to detail found in luxury fash-
ion.” He added that shopping for
high fashion required a “multi sen-
sory environment.”

Many luxury companies associ-
ate the Internet with cheap knock-
offs sold on auction sites. Web sites
can also make it harder to know who
the actual vendor of a product is.
“This leads to fears of cheap copies
and heavy discounting,” says Luca
Solca, a Bernstein Research luxury-
goods analyst.

Over the past few years, atti-
tudes towards the Internet have
softened. Luxury e-commerce sites
such as Net-A-Porter.com and yoox.
com have proved successful. Fash-
ion houses, such as Armani and

Gucci, have belatedly embraced the
Internet. Analysts estimate that on-
line luxury revenues account for be-
low 5% of total global sales.

However the old fears persist.
Last year a French court ordered
eBay Inc. to pay a group of LVMH’s
companies — including Louis Vuit-

ton — damages for not taking steps
to ensure the goods on their Web
site weren’t counterfeits. The Euro-
pean Commission hopes to publish
its main proposals for the change in
competition rules by fall 2009.

Mr. Lagerfeld said he is happy
with the current rules.
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Grisham is close
to e-book deal
with Bertelsmann

Karl Lagerfeld and European Commissioner for Competition Neelie Kroes at the
EU headquarters in Brussels on Wednesday.
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Party dog Spuds MacKenzie, featured in a 1987 Bud Light TV spot. The campaign was among Bob Lachky’s many ad successes.

H&M names family heir, 33,
as CEO, succeeding Eriksen

Suzanne Vranica

The driving force behind some of
America’s most celebrated beer ads,
including TV spots featuring Louie
the Lizard and the Whassup cam-
paign, is stepping down from his
post at Anheuser-Busch InBev by
the end of the month.

“I’ve chosen to move on and ex-
plore new challenges,” says Bob

Lachky, chief cre-
ative officer of the
brewer’s U.S. arm

and a 20-year marketing veteran.
The 55-year-old Mr. Lachky won’t
be replaced, as Anheuser takes a
more decentralized ap-
proach to marketing.

His exit follows InBev’s
$52 billion purchase of An-
heuser-Busch, a deal that
created the world’s largest
brewer by sales. Since the
pactwasproposedlastyear,
Madison Avenue has been
buzzing about how the new
ownership would affect An-
heuser’s creativefirepower,
its agency relationshipsand
its ad budget. Anheuser
spends about $500 million annually
on ad time and space in the U.S.

Mr. Lachky says the new owner-
ship has nothing to do with his exit
and was something he has been
thinking about for a year. It’s a “gen-
erational transition,” says Dave Pea-
cock, president of Anheuser-Busch,
the brewer’s U.S. unit.

Still, the impact on the company’s
often award-winning advertising has
yet to be seen. “Anytime youare mov-

ing players, there is a bit of risk you
won’t be able to do advertising as
well as you have,” says Allen Adam-
son, a managing director at Landor, a
branding firm owned by WPP. “Hav-
ing a client that knows how to moti-
vate an ad agency is half the battle.”

Over the years, Mr. Lachky has
helped make Anheuser one of the
most prolific marketers in the U.S.,
with the help of ads featuring party
dog Spuds MacKenzie and the brew-
er’s Clydesdales, as well as the Real
Men of Genius campaign and “Dude,”
in which a young man repeatedly uses
the catchphrase in reaction to what-
ever befalls him. Mr. Lachky is also

known as the king of the Su-
per Bowl, whose ad polls the
brewer often wins.

Mr. Lachky’s exit is likely
to send chills down Madison
Avenue, since executive
changesincorporate market-
ing departments often result
in changes to the roster of
agencies a marketer uses. Mr.
Lachky is most closely tied to
Omnicom Group’s DDB, the
brewer’s lead agency, which
has been the top shop on the

lucrativeaccountsince1994.Therela-
tionship between the two is seen as
one of the most successful tie-ups in
the advertising business.

The brewer says that no changes
are planned because of Mr. Lachky’s
departure. “DDB is an extremely val-
ued partner,” Mr. Peacock says.

Despite his loyalty to DDB, Mr.
Lachkyhas always usedseveralagen-
cies for ad work. Anheuser currently
works with firms such as Havas’s

Euro RSCG and Omnicom’s Goodby,
Silverstein& Partners.Mr.Lachkyre-
cently added Interpublic Group’s
Deutsch to the brewer’s ad roster.

Mr. Lachky isn’t the first market-
ing honcho to leave the brewer
since the takeover by InBev. Late
last year, Tony Ponturo, a 26-year
Anheuser veteran and vice presi-
dent for global media and sports
marketing, left the company.

The move sparked speculation in

ad circles that the new owner could
dismantle Anheuser’s in-house me-
dia arm, dubbed Busch Media, and
give the duties to a Madison Avenue
media-buying firm. A spokesman for
the brewer says it isn’t planning on
moving the media duties.

Mr. Lachky isn’t leaving An-
heuser empty-handed. He was
poised to earn $19.5 million from the
exercise of stock options and the sale
of restricted stock as part of InBev’s

$70-per-share purchase of An-
heuser, according to an Anheuser
regulatory filing in October. Leaving
involuntarily orthrough a“construc-
tive termination” within two years
of the deal’s closing would entitle
him to a $1.4 million severance pay-
ment, according to the filing. Mr.
Lachky also earned various bonuses
as an officer upon closing of the deal.
 —David Kesmodel

contributed to this article.

Anheuser’s creative czar will step down
Brewing giant won’t replace veteran who pushed many celebrated beer ads; Madison Avenue takes notice

Peugeot to cut up to 12,000 jobs
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By Ola Kinnander

STOCKHOLM—Hennes & Mau-
ritz AB said Wednesday that the
33-year-old son of the company’s
majority owner and grandson of the
founder will take over as chief execu-
tive in July.

Many analysts had expected Karl-
Johan Persson to eventually be-
come chief executive of the fashion
chain but said the timing was ear-
lier than expected. He’ll succeed
Rolf Eriksen, who is retiring this
year, as previously announced.

Karl-Johan Persson is the grand-
son of Erling Persson, who founded
H&M in 1947. Karl-Johan Persson is
also the son of Stefan Persson, 61,
who is H&M’s chairman and main
shareholder. The Persson family
owns 36.8% of the company’s capi-
tal stock and 69.3% of the votes.

The younger Mr. Persson, who
has worked for H&M in an opera-
tional role since 2005, has been a
member of the board since 2006
and currently heads the company’s
expansion and business-develop-
ment segment.

Stefan Persson said in an inter-
view that his son has helped estab-
lish H&M in new markets, including
negotiating contracts for new
stores. Karl-Johan has also helped
develop new businesses, such as the
more-upscale fashion chain Cos,
which opened its first boutique in
2007, in London, his father said.

“There won’t be a revolution”
with Karl-Johan at the helm, he
said. “But what’s good for sharehold-
ers is that the company will get an
engaged owner as leader. That lays
the ground for the company being
handled responsibly long-term with-
out the temptation of the
‘quarter-by-quarter mentality’,
which is the case at so many compa-
nies nowadays.” he said.

The Sweden-based company is
the world’s third-largest fashion re-
tail chain by sales after U.S.-based
Gap Inc. and Spain’s Inditex SA.

H&M’s plan to open 225 new
stores this fiscal year remains in
place, Stefan Persson said. He reiter-
ated what has been H&M’s mantra
the past few months: the economic
downturn is hurting sales but less
so than for many of its competitors
thanks to the retailer’s low-price
profile. The downturn is also creat-
ing new opportunities for it to gain
market share and find store space in
attractive locations.

“We’re convinced we’ll emerge
stronger out of this downturn,” Ste-
fan Persson said.

Kaupthing Bank analyst Peter
Wallin said the fact that Karl-Johan
has worked with H&M’s new busi-
ness segment “indicates that the
company will continue to be very
open to broadening its business,” as
it has been under Mr. Eriksen.

Next week H&M is launching a
new home-textile business.

By Leila Abboud

And David Pearson

Two days after pledging to pro-
tect jobs in France as a condition of
receiving a massive aid package,
French car maker PSA Peugeot-Cit-
roën said it would cut its global
work force by as many as 12,000
jobs this year.

French President Nicolas
Sarkozy said Monday that the gov-
ernment would give a five-year, Œ3
billion ($3.86 billion) low-interest
loan to Peugeot-Citroën to help it
weather the economic crisis. In ex-
change, the company pledged not
to close factories or fire workers in
France for the duration of the loan.

Yet in announcing a net loss of
Œ343 million for 2008 Wednesday,
Peugeot-Citroën Chief Executive
Christian Streiff outlined plans to
trim jobs to cope with an expected
20% drop in European auto sales
this year.

The move could put Europe’s
second-largest car company on a
collision course with the French
government—and many of
France’s neighbors.

To honor its commitment to Mr.
Sarkozy, Peugeot-Citroën said the
departures would be done on a vol-
untary basis, with buyouts offered
to French workers. The company
said about 6,000 to 7,000 of the job
cuts will come in France, which is
home to more than half of its glo-
bal work force of 207,000.

Yet nothing bars Peugeot-Cit-
roën from resorting to compulsory

layoffs outside France; the com-
pany has plants in the Czech Repub-
lic and Slovakia that it opened in re-
cent years to take advantage of
lower labor costs and taxes.

Mr. Streiff’s job-cut plan could
further inflame a conflict brewing
among European car-making coun-
tries, which think France is un-
fairly protecting local companies.
Germany, the Czech Republic, and
Sweden have raised concerns that
the French auto package was too
protectionist. European Union offi-
cials Tuesday asked the French gov-
ernment for clarifications as to
whether the measures violate the
region’s strict competition rules. A
review could take months.

Mr. Streiff also risks raising the
ire of Mr. Sarkozy. “He signed a

commitment and I will make sure
that it is respected,” said the
French president, while on a trip in
Kuwait. “There is even a clause
that says that if the commitments
aren’t respected, the interest rate
at which the government lends will
be raised.”

Peugeot-Citroën’s 2008 net
loss of Œ343 million compared
with a 2007 net profit of Œ885 mil-
lion. The loss, which analysts
hadn’t expected, reflected Œ917 mil-
lion in total charges, including de-
preciation of assets and restructur-
ing costs at the automotive divi-
sion. Revenue fell by 7.4% to
Œ54.36 billion from a restated
Œ58.68 billion in 2007. In Paris,
shares in Peugeot-Citroën fell 2%
to end at Œ14.10.

Auto-parts supplier Faurecia,
which is 71%-owned by Peugeot-
Citroën, helped dragged down re-
sults. The Paris-based car maker
took a Œ431 million charge linked
to Faurecia, which like many auto-
parts companies, has been hit hard
by the downturn. Faurecia an-
nounced Tuesday that it would
launch Œ450 million capital in-
crease, which Peugeot-Citroën will
guarantee.

The losses come even though
Mr. Streiff piloted a two-year cost-
cutting program to wring Œ1.4 bil-
lion of expenses out of the busi-
ness. The economic crisis, which
has made consumers skittish
about buying big-ticket items like
cars, washed out the impact of this
belt-tightening.
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By Ianthe Jeanne Dugan

F
IVE MONTHS after its col-
lapse, Lehman Brothers’
legacy remains frozen in
time on Cynthia Swabsin’s
desk. An artist by train-

ing,she workedatthe firmfor twode-
cades designing fancy tchotchkes to
commemorate financial deals.

There’s a miniature roll of alumi-
num foil suspended in Lucite, mark-
ing a sale last year by Alcoa. A tiny
pipeline immortalizes a Sunoco-re-
lated deal. Gripping a replica of a
Lawry’s seasoned-salt
jar—a token reminder of the
spice company’s August
salefromUnilevertoMcCor-
mick & Co.—Ms. Swabsin
sighs. “That was one of last
deals Lehman handled,”
says the 49-year-old, who
was laid off in September.
She now works part-time
for an outfit that manufac-
tures corporate mementos,
known as deal toys.

During the bull market,
deal toys became so popular they
spawned a cottage industry and
stoked duels among banks vying for
creative ideas to memorialize merg-
ers, initial public offerings and
other transactions. Lehman was one
firm that actually had a position ded-
icated to deal-toy tinkering. Ms.

Swabsin, who held the title of assis-
tant vice president, worked at Leh-
man for two decades. She says she
earned a salary of $85,000 as well as
an annual bonus of about $10,000.

Now, as Wall Street struggles
and faces criticism for its profligate
spending, deal-toy making is wind-
ing down. At Goldman Sachs Group
Inc., Morgan Stanley and Merrill
Lynch, now owned by Bank of Amer-
ica Corp., the rare merger or major
financing is being celebrated far
less frequently. Even “closing din-
ners” are going by the wayside.

J.P. Morgan Chase & Co. did away
with deal mementos altogether
when the economy began slipping in
2007, according to a spokeswoman.
So officials were aghast when they
noticed hundreds of thousands of
dollars budgeted for deal trophies

by Bear Stearns Cos., which
they bought in a fire sale
last year. J.P. Morgan
scrapped Bear Stearns’s
deal-toy plans.

Sales of deal toys gener-
ally are off by as much as
50%, estimates Jeff Seh-
gal, a former banker who
runs the Corporate Pres-
ence, a New York company
that manufactured many
Lehman deal trophies and
now hires Ms. Swabsin for

about 32 hours per week. With 175
workers and a factory in Canada, it
is among the biggest makers of
such financial “tombstones,” as
they’re sometimes known, and has
branched into broader corporate
mementos, such as employee-rec-
ognition awards.

A record 1,489 planned deals
have been killed since the begin-
ning of 2008, says research firm
Dealogic. In the fourth quarter,
the number of deals fell 57% from
a year earlier, according to Thom-
son Reuters. Meanwhile, the price
of Lucite, long a material of choice
for deal toys, is rising.

“This is the hardest time in the
history of our business—just dev-
astating,” says Michael McDonald,
whose father opened deal-toy
maker Don McDonald & Sons Inc.
in 1974. The firm’s revenues have
slipped “significantly,” he says,
forcing it to lay off workers.

“We were doing OK until about
August and then, boom—every-
thing fell apart,” says Mr. Mc-
Donald, squiring a guest around
the firm’s toy-packed Manhattan
headquarters.

Lucite, developed by DuPont
Corp. in 1931, is a synthetic or-
ganic compound used heavily dur-
ing World War II in windshields
for fighter planes. After the war,
DuPont promoted it for use in
lamps, hairbrushes and jewelry.
Companies embraced it to cele-
brate milestones. Then it became
wildly popular among deal makers
looking to track their success and
reward clients without violating
rules limiting gifts to executives
of public companies and banks.

“There is no resale value,” Mr.
McDonald says. “If I gave you this
Wachovia deal toy for Christmas,
you’d look at me like I was insane.”

Some trophies perpetuate
deals that bankers might rather
forget. McDonald & Sons designed

a plastic cash register that flashes
“$125,000,000” on a screen—the
amount a consortium of banks
loaned Enron Corp. in 1995. Six
years later, the energy company
was exposed as a fraud.

Lehman hired Ms. Swabsin in
the 1980s to design gifts and
other mementos. Working closely
with top executives, she made a
collage of Lehman-related news ar-
ticles and framed it. When offi-
cials wanted to give a gift to Erin
Callan, the firm’s former chief fi-
nancial officer, Ms. Swabsin drew
up a caricature of the executive
committee with everyone de-
picted in black-and-white—except
Ms. Callan, who was in color.

Much of her time was spent de-
signing what she simply calls “Lu-
cites.” Each deal included a Lucite
budget, generally $30 to $100 per
piece, based on the size of the deal,
she says. After each deal, Lehman

doled out as many as 50 plaques to
analysts, bankers and clients.

Often, Ms. Swabsin served as a
reality check for bankers, analysts
and clients wanting to add fancy
touches such as lights, sound or
shapes that put the trinket over
budget. “People got very excited
about what the Lucite was going to
look like,” she says. Sometimes,
when other banks worked on deals
together, she said, they had show-
downs to conceive the best idea.

Ms. Swabsin was churning out
as many as 80 Lucite monuments
a month. These evolved from sim-
ple rectangles to elaborate little
statues shaped like everything
from a grill (for a George Foreman
financing) to jousting knights (for
a Washington Mutual deal).

Ms. Swabsin, who is in a legal
dispute with Lehman over her sev-
erance, says she was the only per-
son at the firm devoted to this
function globally. So she was sur-
prised when her manager told her
that the job was “redundant.”

Meantime, her digs over at Cor-
porate Presence have the feel of a
bull-market museum, evoking a by-
gone era in which money was flow-
ing freely and mergers were boom-
ing. Among items on display are
Lucite replicas of a spool of Kodak
film and Phillip Morris’s Marlboro
man.

Who controls luxury
products in Internet
age? Page 30
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Wall Street casualty: art of the ‘deal toy’
Fewer mergers mean
fewer Lucite relics;
Lehman’s own artist

Tumble in commodity prices hits Latin
America. For Argentine growers, the pain
has been especially acute. Pages 16-17

By Walter S. Mossberg

Of the most famous computer
makers, only two, Apple and Sony,
primarily aim their products at con-
sumers, instead of the generally con-
servative IT departments of big com-
panies. So, it’s no surprise that
these two tech giants often turn out
especially stylish and daring hard-

ware designs.
But Sony, unlike

Apple, isn’t espe-
cially skilled at soft-
ware and doesn’t

make its own operating system.
This situation partly explains why
Sony’s latest gorgeous, daring lap-
top, the shockingly tiny Vaio P, turns
heads everywhere, but is pretty frus-
trating to use.

I love the look and feel and bold-
ness of the design, but can’t recom-
mend this sleek machine for most us-
ersbecauseitisveryslowandhaspoor
battery life. Oh, and it sells for double
or triple the price of other small lap-
tops, commonly called netbooks.

The Vaio P is mainly undone be-
cause it comes with Vista Home Pre-
mium, the edition of Windows that
is sluggish and a memory hog. Most

competing small notebooks ship
with the more nimble, but older,
Windows XP. And the Vista problem
is made worse by the processor in-
side the machine, which is an espe-
cially slow version of the Intel Atom
chip often used in netbooks.

While I was testing the Vaio P,
which costs between $900 and
$1,500, nearly everyone who saw it
asked to try it. That’s because
it doesn’t look like any other
laptop I’veseen. It’s long,nar-
row and very thin, and comes
in several handsome colors.

These unusual dimen-
sions allow for only a small
8-inch screen, which is much
wider than it is tall. But the
Vaio P’s screen boasts very
high resolution, so that it can
display almost as much of a typical
Web page as the more common
13.3-inch screens on larger laptops.

Sony also has done a great job
with the keyboard on the Vaio P. Its
keys are surprisingly large and well-
spaced for such a tiny computer,
with a wide space bar, and large “En-
ter” and “Backspace” keys. Instead
of a touch pad, it uses a mid-key-
board pointing stick.

And this little laptop is packed
with nice features, including a
built-in 3G cellular modem to sup-
plement its Wi-Fi and free GPS for
mapping. The P also comes stan-
dard with 2 gigabytes of memory.
The $900 base model comes with a

small 60 gigabyte
hard disk;

and the $1,200 mid-range model has
a 64 gigabyte solid state drive—
which is more durable and uses less
power. The top model, at $1,500,
comes with a more reasonably sized
128 gigabyte solid state drive.

There are two USB ports, but the
Ethernet and external video ports are
relegated to a little module that snaps
on to the power adapter. All models
come with a quick-start system that

brings up a stripped-down Web
browser and media player without
waiting for Windows to load. This is a
boon, but it’s crudely designed.

Sony positions the Vaio P as a “life-
style” computer, a companion to your
main computer that’s almost as porta-
ble as a smart phone, but can do more.
Unfortunately, once you actually start
using it, that promise is dashed by its
awful performance.

Inmy tests of the Vaio P,pro-
grams launched pain-
fully slowly, delays
were common, and
start-up and reboot

times were glacial. I
timed a reboot at nearly

four minutes, and had to give
up on an attempt to open 15 Web

sites simultaneously in tabs in the
usually speedy Firefox Web browser.
Video playback was choppy.

There are some other problems
that can’t be blamed on Vista. The
speakers are worse than those on
some cellphones. And the tiny
mouse buttons are so close to the
bottom edge of the keyboard that
they are easy to hit accidentally.
Also, I couldn’t get the GPS to work.

Using my tough battery test, in

which I turn off all power-saving fea-
tures, I got less than two hours,
even on a solid-state model, sug-
gesting a typical battery life of
maybe 2.5 hours. Sony sells a dou-
ble-sized battery, but it adds a bit of
weight and bulk to the sleek box,
and costs $129.

Ialsotestedtwoexperimentalcon-
figurations of the Vaio P, which show
that there’s hope for it in the future.
Oneofthesemodelshadbeentweaked
bySony toturnoffmanyofVista’sper-
formance-sapping and power-hungry
features. This box ran better, though
still not great. Sony plans to offer a
software download that will make
these tweaks automatically.

Much better was a Vaio P with the
forthcoming version of Windows,
called Windows 7, installed.This ver-
sion of Windows, likely to ship by
this fall, made the Vaio P perform ac-
ceptably, despite its wimpy proces-
sor. Everything was much snappier,
and reboot times were cut in half.

The Vaio P may be a beautiful de-
vice that’s just ahead of its time. Even
if you can afford it, I’d advise waiting
for the version with Windows 7.

Email to mossberg@wsj.com.

Sony’s Vaio P holds sportscar looks without the power

WSJ.com

Deal toys and memorabilia designed by
Cynthia Swabsin for Lehman Brothers.

Cynthia Swabsin

Sony’s Vaio P is
long, narrow, very thin
and comes in several
handsome colors.

Online today
Get a closer look at some

of Lehman's deal toys,
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Sanofi sees growth through acquisitions
Drug maker’s profit
is dented by charges
while sales rise 2.6%

CEO Christopher Viehbacher said Sanofi’s generic-drugs investment would mostly
focus on emerging markets, dodging fierce competition in the U.S.
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CORPORATE NEWS

By Jeanne Whalen

French drug company Sanofi-
Aventis SA will seek small-to-mid-
size acquisitions to boost its drug
development and diversification,
but isn’t seeking a large acquisition
akin to Pfizer Inc.’s $64 billion deal
to buy Wyeth, Sanofi’s new chief ex-
ecutive said Wednesday.

Christopher Viehbacher, who
took over as CEO in December, out-
lined his strategy for the first time
as Sanofi reported a 76% fall in net
income in the fourth quarter,
mostly because of Œ1.43 billion
($1.84 billion) in charges the com-
pany took after scrapping develop-
ment of two cancer drugs and set-
tling a patent dispute with Barr
Pharmaceuticals Inc. Excluding the
charges, adjusted net income rose
14% to Œ1.63 billion.

Attention has been focused on

Sanofi since the Pfizer-Wyeth deal,
as Sanofi has been seen as the next
drug company most likely to seek a
large acquisition. Several of Sanofi’s
biggest drugs will face generic com-
petition and lose sales in the next
few years, and Mr. Viehbacher ac-
knowledged Wednesday the com-
pany doesn’t have enough new
drugs in development at the mo-
ment to fill that gap.

To deal with that, Mr. Vieh-
bacher wants to target more modest
deals to increase Sanofi’s presence
in generic drugs, nonprescription
medicines and vaccines, boost busi-
ness in emerging markets and ac-
quire new prescription drugs. He de-
fined small acquisitions as those val-
ued at as much as Œ5 billion, and mid-
size acquisitions at as much as
Œ15 billion.

Asked at a news conference
whether he would consider a larger
deal, Mr. Viehbacher said, “You can
never say never, but it’s certainly not
my area of focus at the moment.”

In the fourth quarter, Sanofi’s
sales rose 2.6% to Œ7.09 billion from
Œ6.91 billion a year earlier, helped
by the U.S. dollar’s strengthening

against the euro.
Mr. Viehbacher said Sanofi will

seek growth by buying and licens-
ing more drugs from outside bio-
technology companies, and by
boosting the company’s investment

in generic drugs, nonprescription
medicines and vaccines, which tend
to show more stable long-term
growth than the branded prescrip-
tion drugs made volatile by the expi-
ration of patents. Sanofi’s invest-

ment in generic drugs would prima-
rily focus on emerging markets,
dodging fierce competition in the
U.S. generics business, he added.

Mr. Viehbacher promoted
Sanofi’s chief financial officer, Lau-
rence Debroux, to the new post of
chief strategic officer and said the
company would name a new chief fi-
nancial officer in the next few weeks.
Mr. Viehbacher also announced the
hiring of Elias Zerhouni, former di-
rector of the National Institutes of
Health in the U.S., to serve as scien-
tific adviser to the CEO and Marc Clu-
zel, Sanofi’s head of research and de-
velopment. Dr. Zerhouni will help
carry out a review of the company’s
drug development to be sure Sanofi
is focusing on only the most promis-
ing projects, Mr. Viehbacher said.

In an interview, Mr. Viehbacher
said he would like as many as half of
Sanofi’s drugs in development to
eventually come from outside com-
panies, versus about 10% today. He
said he also expects Sanofi’s total re-
search-and-development spending
to fall as a percentage of sales over
time, from a current level of about
16%.

INSURANCE | ASSET MANAGEMENT | BANKING
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.20 $24.44 –0.12 –0.49%
Alcoa AA 24.80 7.70 0.05 0.65%
AmExpress AXP 12.10 16.36 0.39 2.44%
BankAm BAC 385.80 6.07 0.51 9.17%
Boeing BA 6.30 40.33 0.12 0.30%
Caterpillar CAT 10.20 31.13 0.21 0.68%
Chevron CVX 14.80 71.26 0.14 0.20%
Citigroup C 148.60 3.69 0.34 10.15%
CocaCola KO 10.10 41.27 0.60 1.48%
Disney DIS 18.70 18.50 –0.26 –1.39%
DuPont DD 8.20 23.13 –0.13 –0.56%
ExxonMobil XOM 46.60 74.58 –1.56 –2.05%
GenElec GE 84.90 11.94 0.32 2.75%
GenMotor GM 8.10 2.74 0.04 1.48%
HewlettPk HPQ 16.60 35.08 –0.13 –0.37%
HomeDpt HD 16.80 22.14 –0.07 –0.32%
Intel INTC 53.60 14.08 0.00 0.00%
IBM IBM 10.00 95.16 1.89 2.03%
JPMorgChas JPM 59.90 26.09 1.47 5.97%
JohnsJohns JNJ 11.60 57.33 0.60 1.06%
KftFoods KFT 9.80 25.11 0.13 0.52%
McDonalds MCD 8.90 57.08 –0.20 –0.35%
Merck MRK 9.80 29.72 0.71 2.45%
Microsoft MSFT 56.50 19.21 0.41 2.18%
Pfizer PFE 45.40 14.38 0.31 2.20%
ProctGamb PG 15.20 51.16 –0.29 –0.56%
3M MMM 5.40 51.29 0.21 0.41%
UnitedTech UTX 4.20 47.62 0.56 1.19%
Verizon VZ 11.90 29.98 –0.02 –0.07%
WalMart WMT 16.90 48.23 0.51 1.07%

Dow Jones Industrial Average P/E: 19
LAST: 7939.53 s 50.65, or 0.64%

YEAR TO DATE: t 836.86, or 9.5%

OVER 52 WEEKS t 4,612.71, or 36.7%

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

10000

9400

8800

8200

7600

7000
14 21 28 5 12 19 26 2

Dec.
9 16 23 30

Jan.
6

Feb.

High

Close
Low50–day

moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement... And the most deterioration
CHANGE, in basis points CHANGE, in basis points

Yesterday Yesterday Five-day 28-day Yesterday Yesterday Five-day 28-day

Rhodia "1,425" –40 –283 271 Tesco 127 4 –13 17

ITV Plc 787 –34 –79 221 Atlas Copco  150 5 –8 10

Xstrata Plc 784 –33 –170 –209 Nielsen 870 7 –73 –34

Lafarge 838 –31 –97 118 Klepierre 840 7 –48 –56

Fiat "1,204" –28 –374 297 Contl AG 973 11 –56 –77

Cable & Wireless  313 –24 –77 –69 Kingfisher  335 14 –65 –123

ArcelorMittal Fin 901 –22 –164 –141 FCE Bk 1066 14 4 35

Brit Awys  691 –21 –100 1 Tate & Lyle  143 21 6 28

Clariant AG 479 –21 –52 6 Corus Group 1752 30 88 606

Endesa  415 –19 –122 –55 Seat Pagine Gialle  1710 74 –97 404

Source: Markit Group

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

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

Sanofi-Aventis France Pharmaceuticals $80.6 47.49 8.05% –11.3% –35.7%

Rio Tinto U.K. General Mining 28.4 19.69 3.47 –64.2 –29.2

Daimler Germany Automobiles 30.8 24.72 3.00 –54.0 –50.7

UBS Switzerland Banks 35.3 13.97 2.49 –61.6 –77.1

Siemens Germany Diversified Industrials 56.1 47.54 2.19 –46.6 –37.5

AXA France Full Line Insurance $32.8 12.18 –7.20% –43.9 –55.9

Barclays U.K. Banks 13.0 1.09 –4.32 –75.5 –82.9

ABB Switzerland Industrial Machinery 31.2 15.60 –2.80 –39.0 14.6

Anglo Amer U.K. General Mining 26.5 13.77 –2.41 –54.5 –33.4

BNP Paribas France Banks 32.7 27.80 –2.11 –54.6 –62.2

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

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

Koninklijke Philips 20.4 15.65 2.02% –41.0% –44.2%
Netherlands (Consumer Electronics)
Diageo 35.9 9.08 1.74 –12.2 6.1
U.K. (Distillers & Vintners)
Bayer 43.3 43.90 1.62 –23.8 25.7
Germany (Specialty Chemicals)
BP 151.3 5.10 1.39 –9.1 –21.1
U.K. (Integrated Oil & Gas)
Unilever 36.4 16.45 1.39 –22.7 –16.4
Netherlands (Food Products)
Deutsche Telekom 54.4 9.67 1.20 –27.1 –29.1
Germany (Mobile Telecoms)
ArcelorMittal 37.7 20.17 1.10 –57.4 ...
Luxembourg (Iron & Steel)
Soc. Generale 21.1 28.20 1.06 –62.0 –73.3
France (Banks)
Credit Suisse Grp 31.8 31.20 1.04 –45.3 –56.5
Switzerland (Banks)
Astrazeneca 55.1 26.39 1.00 32.2 1.4
U.K. (Pharmaceuticals)
Royal Dutch Shell 89.0 19.45 0.91 –19.8 –26.1
U.K. (Integrated Oil & Gas)
Vodafone Grp 112.6 1.35 0.75 –22.8 12.4
U.K. (Mobile Telecoms)
Roche Hldg Pt. Ct. 89.4 147.70 0.48 –25.1 –23.1
Switzerland (Pharmaceuticals)
France Telecom 61.4 18.21 0.44 –24.7 –4.2
France (Fixed Line Telecoms)
SAP 45.9 29.00 0.43 –13.1 –31.3
Germany (Software)
British Amer Tob 53.6 18.44 0.22 –0.3 40.8
U.K. (Tobacco)
Deutsche Bk 16.4 22.22 0.11 –71.2 –75.2
Germany (Banks)
ENI 88.3 17.08 –0.12 –22.5 –28.7
Italy (Integrated Oil & Gas)
UniCredit 24.3 1.41 –0.21 –71.6 –75.9
Italy (Banks)
BASF 29.6 24.96 –0.24 –42.5 –21.3
Germany (Commodity Chemicals)

Banco Santander 60.5 5.87 –0.34% –47.4% –47.1%
Spain (Banks)
GDF Suez 81.8 28.95 –0.46 –22.2 7.4
France (Multiutilities)
Telefonica 87.0 14.33 –0.49 –25.9 10.7
Spain (Fixed Line Telecoms)
E.ON 62.6 24.25 –0.57 –45.5 –18.4
Germany (Multiutilities)
Allianz SE 39.0 66.90 –0.61 –42.1 –49.3
Germany (Full Line Insurance)
Novartis 111.2 48.84 –0.69 –11.6 –31.1
Switzerland (Pharmaceuticals)
Total 122.6 40.09 –0.79 –18.9 –24.2
France (Integrated Oil & Gas)
Royal Bk of Scot 13.4 0.24 –0.84 –92.4 –95.2
U.K. (Banks)
L.M. Ericsson Tel B 24.8 69.70 –0.85 –0.5 –49.1
Sweden (Telecoms Equipment)
Nokia 47.5 9.69 –1.02 –61.7 –38.0
Finland (Telecoms Equipment)
Tesco 40.4 3.59 –1.08 –10.4 10.3
U.K. (Food Retailers & Wholesalers)
BHP Billiton 41.4 12.94 –1.22 –16.1 34.5
U.K. (General Mining)
Banco Bilbao Vizcaya 34.6 7.16 –1.24 –48.2 –56.6
Spain (Banks)
GlaxoSmithKline 101.2 12.34 –1.32 11.8 –15.8
U.K. (Pharmaceuticals)
Nestle 125.1 37.92 –1.51 –19.4 –0.9
Switzerland (Food Products)
Assicurazioni Genli 28.2 15.52 –1.59 –44.4 –42.6
Italy (Full Line Insurance)
Intesa Sanpaolo 36.5 2.39 –1.65 –47.8 –49.3
Italy (Banks)
ING Groep 16.5 6.14 –1.71 –70.5 –80.1
Netherlands (Life Insurance)
HSBC Hldgs 90.9 5.27 –1.91 –29.4 –44.8
U.K. (Banks)
Iberdrola 35.9 5.57 –1.94 –46.1 –10.2
Spain (Conventional Electricity)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.28% 0.85% 1.8% 1.8% -5.3%
Event Driven 1.18% 1.18% -8.3% 2.1% -25.2%
Distressed Securities -1.90% -3.25% -16.1% -4.9% -37.1%

*Estimates as of 02/10/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.49 98.70% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.44 94.94 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.26 85.11 0.06 11.20 5.74 9.03

Asia ex-Japan IG: 10/1 3.47 94.01 0.02 6.63 1.99 3.57

Japan: 10/1 4.18 88.88 0.02 4.19 1.58 2.80

 Note: Data as of February 10

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

In percentage points
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BLUE CHIPS & BONDS

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

US: Bank revenues from equity capital markets

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

Source: Dealogic
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ArcelorMittal posts loss
Steelmaker to cut
more jobs, dividend
as demand bottoms

Pirelli plans to restructure,
raising capital, cutting jobs
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Credit Suisse posts loss
but has upbeat outlook

By Aaron O. Patrick

U.S. consumers cut back on pur-
chases of yogurt and other dairy
products at the end of last year,
Groupe Danone SA said—a worri-
some trend for a global food indus-
try that is focusing on developing
healthy, more expensive food.

Danone said the fourth-quarter
“marked slowdown” in the U.S. af-
fected almost all of its dairy brands,
which include la Crème yogurt and
DanActive drinks.

By pushing up prices, however,
Danone was able to increase reve-
nue 3.5% in its fresh-dairy division,
which is the company’s biggest.

The Paris-based company
Wednesday reported that full-year
net profit fell 69% to Œ1.3 billion
($1.67 billion), in large part because
of a gain it booked in 2007 on the
sale of its cookie division to Kraft
Foods Inc. That move was designed
to reduce Danone’s reliance on less-
healthy products.

Sales increased 19% to Œ15.2 billion.

Danone said it expects profit to
increase 10% this year, excluding
the affect of acquisitions and cur-
rency changes.

Danone didn’t break out revenue
orvolumefiguresfortheU.S.Thecom-
panysaidtotalunitsalesofyogurtand
otherproductsfromitsfresh-dairydi-
vision fell 0.3% in the fourth quarter.

Some analysts said the results

were good, given the global reces-
sion. But investors appeared worried
by the dairy sales; Danone shares
closed 4% lower Wednesday in Paris.

Total fourth-quarter sales rose
10.4%toŒ3.68billion,driveninpartby
the 2007 acquisition of baby-formula
maker Koninklijke Numico NV. Like
many European companies, Danone
doesn’t break out quarterly profit.

Danone profit, dairy volumes slip

By Robert Guy Matthews

Hurt by the steep fall-off in de-
mand for automobiles, appliances
and construction, the world’s largest
steelmaker, ArcelorMittal, swung to
a $2.6 billion loss in the fourth quar-
ter, cut an additional 9,000 workers
and halved its dividend even as it pre-
dicted some tightening in the market
by the middle of the year.

“I think we will see some techni-
cal shortage in the second quarter,”
Lakshmi Mittal, ArcelorMittal’s
chief executive officer, said in an in-
terview. Steel inventories in the
U.S., where nearly every major
steel company has shuttered steel
production lines, have just about
hit bottom and existing demand
will likely prompt prices to creep
up, he said.

China, he said, has already seen
prices for some steel products climb
by about $100 a metric ton, or about
20%, since the beginning of this year.

Demand for iron ore, the key in-
gredient in the production of steel, is
finally climbing higher, he said. Mr.
Mittal predicted that China, the U.S.
and emerging markets such as India
should be the first parts of the world
for demand for steel products to re-
cover. Africa and Europe, though,
should be the last areas to recover.

To conserve cash until the mar-
ket rebounds, ArcelorMittal laid
off 3%, or 9,000 additional work-
ers, and cut its 2009 dividend by
50% to 75 cents, reversing its
pledge last year to maintain a
$1.50 dividend. This week, about
1,000 of ArcelorMittal’s steelwork-
ers and their union protested the
job cuts and vowed to fight further
reductions.

ArcelorMittal, of Luxembourg,
posted a loss of $2.6 billion in the fi-
nal three months of 2008, compared
with net income of $2.44 billion, or
$1.72 a share, a year ago. The latest
quarter includes $3.1 billion in after-
tax items related to write-downs of
inventory and raw material supply
contracts, and provisions for work-
force reductions and litigation.

Sales in the fourth quarter fell
21% to $22.09 billion from $28 bil-
lion. About 45% of the company’s
steel production had been cut in the
quarter because of slack demand.

Mr. Mittal said that the compa-
ny’s priority is to reduce debt, much
of it accumulated over the years as Ar-
celorMittal went on a buying binge.

In the fourth quarter, the steel-
maker reduced its net debt by $6 bil-
lion to $26.5 billion. Mr. Mittal said
that through further reductions, in-
cluding capital expenditures and
work-force cuts, another $4 billion in
debt reduction is “easily achieved.”

While commodity companies
across the world are laying off work-
ers, some miners, steelmakers and
copper companies are contemplat-
ing buying distressed rivals, using
the cash amassed through the first
nine months of 2008, when the
world’s economy was red-hot and
prices from everything from iron
ore to aluminum to steel were hit-
ting historic highs.

BHP Billiton, the world’s largest
miner, said that it was in the market
to buy additional assets in Australia
or South America. Freeport McMo-
ran Copper & Gold Inc. has also indi-
cated that it wanted to expand its
portfolio to take advantage of com-
panies with high costs.

Rio Tinto, the world’s third-larg-
est miner, is in financial trouble and
eager to sell off some assets to raise
cash. On Thursday, the company re-
ports its earnings but is also ex-
pected to announce some asset sales.
Aluminum maker Alcoa Inc. which
posted a $1.19 billion fourth-quarter
loss is also trying to sell assets.

Mr. Mittal didn’t rule out buying
during this economic downturn.

“If you look at valuation of some
assets, they are very attractive. The
question is whether you can buy it
at these prices and should we invest
in buying or conserve more cash.”
 —Alex McDonald

contributed to this article.

ArcelorMittal CEO Lakshmi Mittal, shown Wednesday in Luxembourg, said steel
product prices could tighten soon. The steelmaker disclosed a loss and job cuts.
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BlackBerry maker trims net view

Source: the company
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Banking woes
Credit Suisse’s net profit/loss,
in billions of Swiss francs
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Brady W. Dougan,
CEO of Credit Suisse

By Katharina Bart

And Gojan Mijuk

ZURICH—Credit Suisse Group
swung to a fourth-quarter net loss,
hit by major trading losses and 3.19
billion Swiss francs ($2.75 billion)
in write-downs on structured prod-
ucts and big buyout loans.

The Zurich-based bank’s net
loss was 6.02 billion francs, down
from a net profit of 540 million
francs a year earlier. Credit Suisse,
which unlike crosstown rival UBS
AG hasn’t accepted Swiss govern-
ment assistance in coping with the
financial crisis, gave an upbeat out-
look Wednesday. Chief Executive
Brady Dougan conceded the bank
“didn’t do everything right by any
means” in 2008, but voiced opti-
mism about 2009, which the bank
says has seen a strong and profit-
able start across all divisions.

Still, Credit Suisse lowered or
pushed back several targets, includ-
ing its return-on-equity goal, which
was cut to 18% from 20% previously.

Analysts said they were taken
aback by Credit Suisse’s trading
losses, which Bernstein Research
said were much steeper than
warned in December. The bank in-
curred losses in almost every trad-
ing sphere, saying that many of its
hedging instruments—such as
credit default swaps that should
have shielded it from losses on
bonds—failed to provide it with the
necessary protection as markets
for these instruments dried up.

Net revenue swung to a 4.47 bil-
lion-franc loss from a year-ago 8.13
billion-franc surplus, as Credit
Suisse racked up far wider trading

losses—6.74 billion francs from mi-
nus 721 million francs year earlier.
Expenses added to woes, rising 5%
to 6.39 billion francs.

In December, the bank had
flagged the loss after it lost three
billion francs through November,
alongside staff cuts of more than
10% of its overall work force as it
trimmed credit and structured-
product departments as well as
proprietary-trading desks.

The restructuring came as
Credit Suisse sought to aggres-
sively limit exposure to risky assets.

The bank’s leveraged-loan book
was trimmed sequentially to 900
million francs in the quarter from
11.9 billion francs, while residen-
tial mortgages and subprime collat-
eralized debt obligations were
scaled back to 5.1 billion francs
from 6.8 billion francs in the third
quarter. Commercial mortgage
holdings fell to 8.8 billion francs
from 12.8 billion francs.

Unlike UBS, which is only now
beginning to stanch massive out-
flows as wealthy clients exit,
Credit Suisse’s private bank has
been largely resilient through the
financial crisis, albeit posting
lower revenue because of falling
asset values and as clients unwind
leverage.

Net new money in the unit was
two billion francs for the quarter,
which Helvea analyst Peter Thorne
termed disappointing.

Credit Suisse joins European ri-
vals Deutsche Bank AG, which last
week swung to a Œ4.8 billion ($6.18
billion) loss, and UBS, which Tues-
day posted the largest annual loss
in Swiss corporate history.

By Jennifer Clark

MILAN—Tires-to-real-estate
company Pirelli & C. SpA an-
nounced a capital increase of up to
Œ400 million ($515 million) for its
real-estate unit and said it would
cut 2,000 jobs world-wide as it un-
veiled a three-year restructuring
plan that aims to boost profitability.

The company said it will convert
some of the Œ490 million in debt it is
owed by Pirelli Real Estate into eq-
uity and will buy up any shares not
bought by the unit’s shareholders.
Pirelli holds a 58% stake in Pirelli &
C. Real Estate SpA. Marco
Tronchetti Provera, Pirelli’s chair-
man, chief executive and main share-
holder, said the company doesn’t

plan to delist the unit should it end
up holding a much larger stake.

Pirelli also said it is cutting 1,500
jobs at its tire unit, Pirelli Tyre, and
500 at its real-estate unit. At the
end of 2007, Pirelli had a global
work force of about 30,000. The tire
unit also said it aims to save Œ300
million in the next three years with
staff cuts, new raw-materials con-
tracts and energy conservation.

Pirelli said it wants newly devel-
oped products—such as special car-
exhaust filters that reduce pollution
from diesel engines—to generate a
larger share of total revenue.

“This year will be tough, but we
believe we can increase margins
even though revenue will fall by
7%,” said Francesco Gori, CEO.

BlackBerry maker Research In
Motion Ltd. warned investors
Wednesday to expect quarterly earn-
ings at the low end of its forecast, de-
spite strong subscriber growth, pro-
viding further evidence that RIM’s
drive to gain market share is eating
away at its margins.

RIM shares were down $9.38, or
17%, to $47.66 in midafternoon trad-
ing on the Nasdaq Stock Market.

RIM’s efforts to churn out a new
slate of BlackBerry devices such as

the touch-screen Storm and the
high-speed Bold attracted more sub-
scribers, allowing the Waterloo, On-
tario, company to say it will beat by
20% its projection of 2.9 million ad-
ditions in the quarter.

But the costs of rolling out and
marketing those new devices ate
into margins. The company pro-
jected per-share earnings for its fis-
cal fourth quarter, which ends Feb.
28, at the low end of its expected
range of 83 cents to 91 cents.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.70% 9 World -a % % 158.12 –0.67% –42.3% 6.12% 10 U.S. Select Dividend -b % % 484.04 0.98% –41.1%

3.16% 11 Global Dow 1021.60 0.12% –36.6% 1405.01 –0.56% –43.6% 4.74% 13 Infrastructure 1236.10 –0.42% –29.0% 1526.07 –1.09% –36.9%

4.79% 9 Stoxx 600 193.10 –0.36% –40.3% 186.09 –1.40% –47.1% 2.64% 5 Luxury 563.50 0.18% –42.1% 618.64 –0.50% –48.5%

4.82% 9 Stoxx Large 200 209.40 –0.35% –40.0% 200.64 –1.39% –46.8% 2.43% 16 BRIC 50 262.40 –0.55% –46.2% 323.91 –1.23% –52.1%

4.66% 10 Stoxx Mid 200 170.10 –0.30% –40.7% 163.00 –1.35% –47.4% 3.94% 3 Africa 50 544.20 –0.13% –49.9% 447.30 –0.81% –55.5%

4.52% 10 Stoxx Small 200 103.20 –0.63% –43.4% 98.88 –1.67% –49.8% 8.10% 4 GCC % % 1085.21 2.86% –61.9%

4.91% 8 Euro Stoxx 210.50 0.04% –41.9% 202.79 –1.02% –48.6% 4.57% 9 Sustainability 643.70 0.15% –36.5% 703.62 –0.55% –43.6%

4.91% 8 Euro Stoxx Large 200 225.40 0.07% –42.2% 215.83 –0.98% –48.8% 2.91% 10 Islamic Market -a % % 1410.70 –0.83% –36.5%

4.87% 9 Euro Stoxx Mid 200 194.10 –0.18% –39.8% 185.78 –1.23% –46.7% 3.25% 9 Islamic Market 100 1486.70 0.62% –22.7% 1647.22 –0.09% –31.3%

5.03% 11 Euro Stoxx Small 200 115.30 –0.07% –42.4% 110.30 –1.12% –49.0% 3.25% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1145.30 –0.60% –56.9% 1264.50 –1.65% –61.8% 2.83% 12 Wilshire 5000 % % 8441.18 0.74% –39.0%

7.23% 7 Euro Stoxx Select Div 30 1272.60 –0.36% –55.3% 1410.49 –1.41% –60.4% % DJ-AIG Commodity 118.60 1.62% –36.0% 111.16 0.55% –43.3%

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

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

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

Australia 1.5357 2.2032 1.3226 0.1832 0.0437 0.2271 0.0170 0.3787 1.9810 0.2659 1.2301 ...

 Canada 1.2485 1.7911 1.0752 0.1489 0.0355 0.1846 0.0138 0.3079 1.6104 0.2161 ... 0.8130

 Denmark 5.7767 8.2873 4.9750 0.6889 0.1642 0.8543 0.0640 1.4246 7.4514 ... 4.6269 3.7615

 Euro 0.7753 1.1122 0.6677 0.0925 0.0220 0.1147 0.0086 0.1912 ... 0.1342 0.6209 0.5048

 Israel 4.0550 5.8173 3.4922 0.4836 0.1153 0.5997 0.0449 ... 5.2305 0.7020 3.2479 2.6404

 Japan 90.3050 129.5516 77.7720 10.7699 2.5672 13.3552 ... 22.2700 116.4844 15.6326 72.3308 58.8021

 Norway 6.7618 9.7005 5.8234 0.8064 0.1922 ... 0.0749 1.6675 8.7220 1.1705 5.4159 4.4029

 Russia 35.1762 50.4638 30.2943 4.1952 ... 5.2022 0.3895 8.6748 45.3738 6.0893 28.1748 22.9050

 Sweden 8.3850 12.0290 7.2212 ... 0.2384 1.2400 0.0929 2.0678 10.8157 1.4515 6.7160 5.4599

 Switzerland 1.1612 1.6658 ... 0.1385 0.0330 0.1717 0.0129 0.2864 1.4978 0.2010 0.9300 0.7561

 U.K. 0.6971 ... 0.6003 0.0831 0.0198 0.1031 0.0077 0.1719 0.8991 0.1207 0.5583 0.4539

 U.S. ... 1.4346 0.8612 0.1193 0.0284 0.1479 0.0111 0.2466 1.2899 0.1731 0.8010 0.6512

Source: Thomson Reuters via WSJ Market Data Group

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

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

Corn (cents/bu.) CBOT 368.50 –8.25 –2.19% 816.00 305.50
Soybeans (cents/bu.) CBOT 978.00 –16.00 –1.61 1,653.50 779.25
Wheat (cents/bu.) CBOT 543.25 –12.75 –2.29 1,275.00 471.00
Live cattle (cents/lb.) CME 87.600 –0.450 –0.51 119.200 82.400
Cocoa ($/ton) ICE-US 2,693 –14 –0.52 3,214 1,910
Coffee (cents/lb.) ICE-US 117.80 –1.20 –1.01 181.50 105.00
Sugar (cents/lb.) ICE-US 13.50 unch. unch. 15.95 9.94
Cotton (cents/lb.) ICE-US 46.99 –0.96 –2.00 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,925.00 –44 –2.23 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,911 19 1.00% 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,614 6 0.37 2,400 1,542

Copper (cents/lb.) COMEX 154.00 –3.60 –2.28 398.40 125.50
Gold ($/troy oz.) COMEX 944.50 30.30 3.31 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1352.00 39.00 2.97 2,122.50 8.50
Aluminum ($/ton) LME 1,400.00 –26.00 –1.82 3,340.00 1,326.00
Tin ($/ton) LME 10,895.00 –155.00 –1.40 25,450.00 9,750.00
Copper ($/ton) LME 3,415.00 –80.00 –2.29 8,811.00 2,815.00
Lead ($/ton) LME 1,150.00 –12.00 –1.03 3,460.00 870.00
Zinc ($/ton) LME 1,143.00 –31.00 –2.64 2,840.00 1,065.00
Nickel ($/ton) LME 10,550 –300 –2.76 33,600 9,000

Crude oil ($/bbl.) NYMEX 42.47 –1.29 –2.95 141.45 39.82
Heating oil ($/gal.) NYMEX 1.3164 0.0150 1.15 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.3468 0.0199 1.50 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.532 –0.011 –0.24 14.169 4.280
Brent crude ($/bbl.) ICE-EU 45.32 –0.53 –1.16 150.45 41.01
Gas oil ($/ton) ICE-EU 418.75 –15.25 –3.51 1,345.25 402.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 11
Per In

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

Argentina peso-a 4.4970 0.2224 3.4863 0.2868

Brazil real 2.9276 0.3416 2.2697 0.4406

Canada dollar 1.6104 0.6209 1.2485 0.8010
1-mo. forward 1.6108 0.6208 1.2488 0.8008

3-mos. forward 1.6106 0.6209 1.2486 0.8009
6-mos. forward 1.6087 0.6216 1.2471 0.8018

Chile peso 774.65 0.001291 600.55 0.001665
Colombia peso 3281.05 0.0003048 2543.65 0.0003931

Ecuador US dollar-f 1.2899 0.7753 1 1
Mexico peso-a 18.7152 0.0534 14.5090 0.0689

Peru sol 4.1773 0.2394 3.2385 0.3088
Uruguay peso-e 30.119 0.0332 23.350 0.0428

U.S. dollar 1.2899 0.7753 1 1
Venezuela bolivar 2.77 0.361037 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9810 0.5048 1.5357 0.6512
China yuan 8.8143 0.1135 6.8333 0.1463

Hong Kong dollar 9.9980 0.1000 7.7510 0.1290
India rupee 62.7988 0.0159 48.6850 0.0205

Indonesia rupiah 15169 0.0000659 11760 0.0000850
Japan yen 116.48 0.008585 90.31 0.011074

1-mo. forward 116.43 0.008589 90.26 0.011079
3-mos. forward 116.27 0.008601 90.14 0.011094

6-mos. forward 115.97 0.008623 89.91 0.011123
Malaysia ringgit-c 4.6491 0.2151 3.6043 0.2775

New Zealand dollar 2.4652 0.4057 1.9111 0.5233
Pakistan rupee 102.418 0.0098 79.400 0.0126

Philippines peso 60.271 0.0166 46.725 0.0214
Singapore dollar 1.9429 0.5147 1.5063 0.6639

South Korea won 1800.06 0.0005555 1395.50 0.0007166
Taiwan dollar 43.838 0.02281 33.986 0.02942
Thailand baht 45.256 0.02210 35.085 0.02850

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

Euro zone euro 1 1 0.7753 1.2899

1-mo. forward 1.0005 0.9995 0.7756 1.2893

3-mos. forward 1.0008 0.9992 0.7759 1.2889

6-mos. forward 1.0010 0.9990 0.7760 1.2887

Czech Rep. koruna-b 28.542 0.0350 22.127 0.0452

Denmark krone 7.4514 0.1342 5.7767 0.1731

Hungary forint 295.93 0.003379 229.42 0.004359

Norway krone 8.7220 0.1147 6.7618 0.1479

Poland zloty 4.5675 0.2189 3.5410 0.2824

Russia ruble-d 45.374 0.02204 35.176 0.02843

Sweden krona 10.8157 0.0925 8.3850 0.1193

Switzerland franc 1.4978 0.6677 1.1612 0.8612

1-mo. forward 1.4969 0.6681 1.1605 0.8617

3-mos. forward 1.4947 0.6691 1.1587 0.8630

6-mos. forward 1.4909 0.6707 1.1558 0.8652

Turkey lira 2.1106 0.4738 1.6363 0.6112

U.K. pound 0.8991 1.1122 0.6971 1.4346

1-mo. forward 0.8994 1.1118 0.6973 1.4341

3-mos. forward 0.8996 1.1117 0.6974 1.4339

6-mos. forward 0.8993 1.1120 0.6972 1.4343

MIDDLE EAST/AFRICA

Bahrain dinar 0.4863 2.0565 0.3770 2.6526

Egypt pound-a 7.1570 0.1397 5.5485 0.1802

Israel shekel 5.2305 0.1912 4.0550 0.2466

Jordan dinar 0.9145 1.0934 0.7090 1.4104

Kuwait dinar 0.3772 2.6511 0.2924 3.4196

Lebanon pound 1944.52 0.0005143 1507.50 0.0006634

Saudi Arabia riyal 4.8382 0.2067 3.7509 0.2666

South Africa rand 12.7861 0.0782 9.9125 0.1009

United Arab dirham 4.7379 0.2111 3.6731 0.2723

SDR -f 0.8619 1.1602 0.6682 1.4966

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 9 EUROPE DJ Stoxx 600 193.13 –0.69 –0.36% –1.9% –40.3%

 9 DJ Stoxx 50 1984.26 –6.81 –0.34 –3.9% –38.8%

 8 Euro Zone DJ Euro Stoxx 210.46 0.07 0.03% –5.5% –41.9%

 8 DJ Euro Stoxx 50 2267.90 –0.25 –0.01 –7.5% –40.4%

 5 Austria ATX 1712.39 –13.52 –0.78 –2.2% –56.2%

 7 Belgium Bel-20 1884.02 –0.24 –0.01 –1.3% –49.3%

 6 Czech Republic PX 740.4 –11.1 –1.48 –13.7% –52.8%

 11 Denmark OMX Copenhagen 238.58 –3.00 –1.24 5.5% –41.7%

 9 Finland OMX Helsinki 5180.88 –40.45 –0.77 –4.1% –52.2%

 7 France CAC-40 3027.72 6.97 0.23 –5.9% –37.6%

 9 Germany DAX 4530.09 24.55 0.54 –5.8% –35.0%

 … Hungary BUX 11737.48 –190.30 –1.60 –4.1% –52.2%

 2 Ireland ISEQ 2407.82 –37.16 –1.52 2.8% –63.5%

 6 Italy S&P/MIB 18074 –178 –0.98 –7.1% –46.9%

 4 Netherlands AEX 253.28 1.91 0.76 3.0% –43.0%

 6 Norway All-Shares 284.46 0.50 0.18 5.3% –40.0%

 17 Poland WIG 24124.11 –460.79 –1.87 –11.4% –51.5%

 10 Portugal PSI 20 6457.49 44.41 0.69 1.8% –43.0%

 … Russia RTSI 620.58 17.72 2.94% –1.8% –69.0%

 7 Spain IBEX 35 8355.8 –41.5 –0.49% –9.1% –37.0%

 15 Sweden OMX Stockholm 208.89 0.30 0.14 2.3% –33.0%

 11 Switzerland SMI 5123.77 –20.92 –0.41 –7.4% –32.0%

 … Turkey ISE National 100 25398.42 –567.70 –2.19 –5.5% –43.2%

 8 U.K. FTSE 100 4234.26 21.18 0.50 –4.5% –28.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.12 –0.01 –0.01 –8.0% –38.8%

 … Australia SPX/ASX 200 3474.4 –14.3 –0.41 –6.7% –37.3%

 … China CBN 600 19123.63 55.02 0.29 29.5% –49.5%

 8 Hong Kong Hang Seng 13539.21 –341.43 –2.46 –5.9% –41.6%

 12 India Sensex 9618.54 –28.93 –0.30 –0.3% –43.3%

 … Japan Nikkei Stock Average 7945.94 Closed –10.3% –39.2%

 … Singapore Straits Times 1721.97 18.68 1.10 –2.2% –41.6%

 11 South Korea Kospi 1190.18 –8.69 –0.72 5.8% –27.1%

 10 AMERICAS DJ Americas 209.75 –1.06 –0.50 –7.2% –40.4%

 … Brazil Bovespa 40707.36 –500.07 –1.21 8.4% –34.9%

 11 Mexico IPC 19396.42 –429.30 –2.17 –13.3% –33.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 10, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 9 ALL COUNTRY (AC) WORLD* 210.93 –3.20% –7.4% –43.0%

4.00% 9 World (Developed Markets) 846.42 –3.48% –8.0% –42.3%

3.60% 10 World ex-EMU 99.65 –3.51% –7.4% –40.9%

3.90% 10 World ex-UK 845.04 –3.46% –8.5% –41.7%

5.00% 8 EAFE 1,129.97 –2.06% –8.7% –44.7%

4.20% 8 Emerging Markets (EM) 561.38 –0.61% –1.0% –48.4%

5.60% 7 EUROPE 67.76 –2.79% –2.4% –39.8%

6.30% 7 EMU 125.94 –3.32%–11.4% –48.9%

5.70% 8 Europe ex-UK 73.77 –2.47% –4.9% –39.7%

7.80% 5 Europe Value 73.79 –3.35% –4.8% –44.4%

3.70% 10 Europe Growth 60.36 –2.28% –0.1% –35.2%

5.50% 7 Europe Small Cap 105.66 –2.10% 4.7% –44.2%

4.80% 3 EM Europe 154.57 1.48% –2.7% –61.1%

5.50% 6 UK 1,248.27 –2.23% –5.1% –28.7%

5.60% 8 Nordic Countries 102.12 –2.87% 4.1% –42.9%

3.70% 3 Russia 423.67 4.26% 2.8% –66.4%

4.70% 10 South Africa 570.71 –0.50% –1.4% –15.9%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 236.89 –0.56% –4.2% –48.8%

2.90% 11 Japan 481.56 –0.20% –9.1% –43.6%

3.40% 9 China 40.56 0.95% –0.6% –39.4%

1.80% 10 India 370.59 0.70% 0.4% –49.4%

2.40% 9 Korea 330.96 –0.58% 7.8% –26.0%

9.30% 7 Taiwan 171.67 0.53% –1.0% –42.1%

3.00% 13 US BROAD MARKET 903.34 –4.79% –8.0% –39.6%

2.50% 56 US Small Cap 1,124.21 –4.71% –9.8% –39.5%

4.00% 9 EM LATIN AMERICA 2,227.18 –2.81% 7.2% –45.9%

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

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

By Gustav Sandstrom

STOCKHOLM—Nordic telecom-
munications operators Telenor ASA
and TeliaSonera AB on Wednesday
posted rising fourth-quarter sales
but warned that slowing consumer
spending might hit their businesses
in the coming year.

“The telecom sector has so far
been less affected by the global eco-
nomic slowdown than other indus-
tries. However, we expect a more
challenging business environment
going forward,” said Telenor Chief
Executive Jon Fredrik Baksaas.

For the quarter ended Dec. 31,
Norway-based Telenor reported an
11% increase in sales to 26.36 billion
Norwegian kroner ($3.89 billion).
However, net profit fell 71% to 2.21
billion kroner from 7.63 billion kro-
ner, hit by foreign-exchange losses
on Russian associate OAO Vimpel
Communications’ loan portfolio.

The company in the fall an-
nounced plans to buy a 60% stake in
Indian mobile operator Unitech
Wireless for $1.07 billion and said
the deal will marginally increase rev-
enue in 2009.

Meanwhile, Stockholm-based Te-
liaSonera posted a 26% rise in fourth-
quarter net profit to 5.64 billion Swed-
ish kronor ($683 million), up from
4.47 billion kronor a year earlier. The
results were helped by a 13% sales in-
crease to 28.1 billion kronor and stron-
ger income from its associated com-
panies OAO MegaFon and Turkcell.

TeliaSonera predicted rising
sales in local currencies in 2009, but
said currency fluctuations may hit
the reported figures in Swedish kro-
nor. It cautioned that it needs to “be
prepared for a potentially drawn-out
economic downturn that may affect
consumer and corporate behavior.”

Merrill Lynch said both compa-
nies’ fourth-quarter results were

fine but expressed long-term con-
cerns for both stocks because of the
operators’ exposure to challenging
markets, including Russia, Ukraine
and Kazakhstan.

European telecommunications
companies have proved relatively re-
silient amid the downturn as the de-
fensive aspect of the cash-genera-
tive sector and assured dividend
payouts have afforded some shelter
from an unpredictable market.

Still, even big competitors aren’t
immune to the global slowdown.

Vodafone Group PLC, the world’s
largest mobile operator by sales, said
earlier this month that European or-
ganic revenue declined 2.8% in the
company’s third quarter and added
that it experienced a marked slow-
down in Turkey, but still reiterated
its underlying full-year forecast.

Netherlands-based KPN NV in late
January reported a drop in fourth-
quarter net profit, but improved its
cash flow and maintained its outlook
for 2010. The next major incumbent,
BT Group PLC, is to report third-quar-
ter earnings Thursday.

Telenor and TeliaSonera
warn of challenging year

Wal-Mart eyes Chicago
Retailing giant
seeks to expand
presence in U.S. city

CORPORATE NEWS

By Miguel Bustillo

Wal-Mart Stores Inc. is mount-
ing a new push to expand in Chi-
cago, hoping that its promises of
jobs and sales-tax dollars will prove
more tempting in the recession than
when city leaders first rebuffed the
discount chain earlier this decade.

The world’s largest retailer,
which so far has been able to build
only one store in the third-largest
U.S. city, hopes to open a half-dozen
more in the coming years, according
to the company and politicians famil-
iar with its plans. It has been heavily
courting Chicago leaders and is
studying a dozen potential sites.

Wal-Mart, whose stores are
largely concentrated in rural and sub-
urban markets, has long struggled to
penetrate the largest American cit-
ies amid fierce opposition from poli-
ticians sympathetic to organized la-
bor and small business groups con-
cerned the discounter would steal
sales from smaller retailers.

But the company now sees the
Windy City as a potential proving
ground for urban development strat-
egies it could later bring to other re-
sistant markets, including New York
and Los Angeles.

Wal-Mart still faces many of the
same obstacles it has encountered

in the past—notably labor unions
deeply hostile to a company known
for resisting worker attempts at
unionization.

Wal-Mart’s renewed Chicago
push comes at a time when the com-
pany’s U.S. new-store expansion is
slowing and it has begun to feel the
drag of the recession. Wal-Mart dis-
closed plans Tuesday to terminate
700 to 800 workers at its Bentonville,
Ark., headquarters, following similar
recent moves to cut administrative
staff by rivals Best Buy Co., Target
Corp. and Sears Holdings Corp.

A Wal-Mart spokesman said the
cuts in merchandising, marketing
and real estate operations reflect
the retailer’s plans for fewer new
stores and more remodeling of exist-
ing stores. As part of the restructur-

ing, Wal-Mart said it plans to add an
undisclosed number of jobs at its ap-
parel office in New York.

The company acknowledges that
opposition remains strong in Chi-
cago, but believes it can make a bet-
ter case for more stores now.

The average wage of workers in
the existing Chicago Wal-Mart is
more than $11 an hour. Wal-Mart
claims that Chicago residents spend
half a billion dollars a year at its
stores outside city limits, crimping
the city’s tax revenue.

“I think people are starting to un-
derstand we can be relevant in the
urban area and improve the quality
of life,” said John Bisio, Wal-Mart’s
Chicago director of public affairs
and government relations. “The
economy being what it is, the city
and various aldermen have reached
out to us to inquire about our desire
to expand what we have.”

Labor leaders promise to con-
tinue fighting fiercely to block the
retailer. “They’re trying to take ad-
vantage of an economic crisis to
move into these urban markets, but
the dynamics have not changed,”
said Jerry Morrison, executive direc-
tor of the Service Employees Inter-
national Union’s Illinois council.

Among the locations Wal-Mart is
eyeing is a site in the largely African-
American South Side district of Al-
derman Howard B. Brookins Jr.
“When we said ‘no’ to Wal-Mart, we
could afford to thumb our nose at
people because the city was flush
with cash,” said Mr. Brookins. “Now,
that bubble has burst.”

Strong signal
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Slowing expansion
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By Christopher Bjork

And Daniel Michaels

MADRID—British Airways PLC
and Iberia Líneas Aéreas de España
SA are poised to decide whether to
go ahead with their proposed
£3.16 billion ($4.59 billion) merger,
according to people familiar with
the situation.

When the board of the Spanish
carrier meets Thursday it will have
a fresh proposal on the table that
could speed up the process, a per-
son familiar with the matter said.

Such a proposal would include a
new, tighter range on how to split
shares in the combined company,
and would outline a corporate-gov-
ernance structure that would give
the two carriers roughly the same
power. The hope is that the new pro-
posal will allow British Airways to
give the nod or walk away from a
deal as soon as possible.

An Iberia spokesman confirmed
the board is to meet in Madrid Thurs-
day for an update on the merger talks.
BA’s board was meeting Wednesday,
and a BA spokeswoman said talks
with Iberia “are progressing” but de-
clined to comment further.

According to people familiar
with the talks, negotiations on who
would run the merged company are

taking shape. Under terms being dis-
cussed, Willie Walsh, BA’s chief exec-
utive, would have a leading role, the
people familiar with the talks said.
A dual structure with two CEOs is an
option, they said.

BA hopes to make a decision be-
fore its investor day planned for
March 5, a person close to the talks
said. Pressure has been mounting
on both sides to either conclude or
terminate the talks they announced
in July for an all-share merger.

At the time, BA investors ex-
pected to get at least 65% of the com-
bined company, but BA’s shares
have fallen sharply since then, while
Iberia’s have been less volatile. In re-
cent weeks, Iberia has even sur-
passed BA in market capitalization.
As a result, Iberia’s shareholders
have pressed for a bigger portion of
the merged entity.

BA’s pension-fund deficit of
£1.74 billion, a stumbling block for
Iberia early in the talks, has become
less of a problem, executives from
both carriers have said.

Under current plans, each car-
rier would continue to operate with
separate brands, allowing the carri-
ers to name local heads of opera-
tions in London and Madrid.
 —Kaveri Niththyananthan

contributed to this article.
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LG Asian Plus AS EQ CYM 02/06 USD 36.96 –2.2 –50.0 –20.5
LG Asian SmallerCo's AS EQ BMU 02/10 USD 52.00 –5.7 –60.5 –40.6
LG India EA EQ MUS 02/05 USD 28.68 –10.1 –63.2 –29.6
Siberian Investment Co EE EQ IRL 01/19 USD 15.50 –4.5 –82.6 –53.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/10 EUR 24.54 –6.4 –62.6 –41.9
MP-TURKEY.SI OT OT SVN 02/10 EUR 19.52 –0.1 –49.7 –34.2

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 2.8 –35.2 –17.0
Parex Caspian Sea Eq EU EQ LVA 02/10 EUR 2.32 10.5 –72.8 NS
Parex Eastern Europ Bd EU BD LVA 02/10 USD 8.96 2.8 –35.2 –17.0
Parex Russian Eq EE EQ LVA 02/10 USD 8.91 2.9 –68.5 –39.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/11 USD 103.27 –6.9 –49.3 –23.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/11 USD 99.03 –7.0 –49.8 –24.5
PF (LUX)-Biotech-Pca OT EQ LUX 02/10 USD 301.01 5.6 –5.7 1.1
PF (LUX)-CHF Liq-Pca CH MM LUX 02/10 CHF 124.03 0.0 1.4 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/10 CHF 93.62 0.1 1.4 1.7
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/10 EUR 112.52 –4.6 –39.2 –29.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/10 USD 78.33 –3.7 –34.4 –17.4
PF (LUX)-East Eu-Pca EU EQ LUX 02/10 EUR 137.65 3.1 –66.9 –43.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/11 USD 89.99 –3.4 –54.5 –27.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/11 USD 296.63 –2.5 –53.7 –26.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/10 EUR 75.37 –1.4 –36.4 –26.3
PF (LUX)-EUR Bds-Pca EU BD LUX 02/10 EUR 367.81 –1.5 –0.7 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/10 EUR 279.90 –1.5 –0.7 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/10 EUR 126.23 1.1 –5.3 –2.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/10 EUR 88.74 1.1 –5.3 –2.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/10 EUR 98.50 9.2 –23.4 –19.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/10 EUR 57.10 9.2 –23.4 –19.2
PF (LUX)-EUR Liq-Pca EU MM LUX 02/10 EUR 135.01 0.3 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/10 EUR 97.30 0.3 3.5 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/10 USD 102.08 0.2 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/10 USD 100.72 0.2 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/10 EUR 302.34 –1.2 –40.2 –31.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/10 EUR 99.61 –1.5 –37.2 –29.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/10 USD 188.87 –0.3 –6.5 –0.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/10 USD 128.48 –0.3 –6.5 –0.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/10 USD 11.98 –6.6 –43.8 –28.9
PF (LUX)-Gr China-Pca AS EQ LUX 02/11 USD 203.75 –4.2 –46.1 –17.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/11 USD 186.53 –2.7 –55.9 –24.6
PF (LUX)-Jap Index-Pca JP EQ LUX 02/10 JPY 7398.66 –9.2 –40.0 –33.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/10 JPY 6639.21 –9.1 –42.2 –37.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/10 JPY 6476.00 –9.1 –42.6 –37.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/10 JPY 3589.99 –8.6 –38.4 –35.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/11 USD 143.91 –9.1 –48.5 –24.7
PF (LUX)-Piclife-Pca CH BA LUX 02/10 CHF 690.04 0.1 –14.2 –11.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/10 EUR 41.25 –6.5 –37.6 –29.5
PF (LUX)-Security-Pca GL EQ LUX 02/10 USD 71.18 –0.4 –25.1 –17.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/10 EUR 337.47 3.4 –36.9 –28.9
PF (LUX)-US Eq-Ica US EQ LUX 02/10 USD 76.24 –6.6 –34.9 –20.6
PF (LUX)-USA Index-Pca US EQ LUX 02/10 USD 66.51 –8.2 –36.8 –23.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/10 USD 515.19 –2.9 6.3 7.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/10 USD 378.03 –2.9 6.3 7.8
PF (LUX)-USD Liq-Pca US MM LUX 02/10 USD 130.32 0.1 2.0 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/10 USD 85.10 0.1 2.0 3.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/10 USD 101.41 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/10 USD 100.70 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/10 EUR 105.03 2.0 –25.0 –18.1
PF (LUX)-WldGovBds-Pca GL BD LUX 02/11 USD 157.28 –4.6 3.6 8.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/11 USD 130.18 –4.6 3.6 8.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/10 USD 31.41 –24.3 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 02/10 USD 7.83 –0.1 –34.7 –26.5
Japan Fund USD JP EQ IRL 02/11 USD 13.49 –8.2 –12.9 –13.4

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 02/04 USD 55.14 –4.4 –58.6 –23.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/10 EUR 524.34 –6.9 –36.3 NS
Core Eurozone Eq B EU EQ IRL 02/10 EUR 615.28 –6.4 NS NS
Euro Fixed Income A EU BD IRL 02/10 EUR 1102.97 –2.6 –13.5 –6.9
Euro Fixed Income B EU BD IRL 02/10 EUR 1171.25 –2.5 –12.9 –6.4
Euro Small Cap A EU EQ IRL 02/10 EUR 871.34 2.8 –42.2 –35.7
Euro Small Cap B EU EQ IRL 02/10 EUR 928.42 2.8 –41.8 –35.3
Eurozone Agg Eq A EU EQ IRL 02/10 EUR 477.10 –4.0 –40.7 NS
Eurozone Agg Eq B EU EQ IRL 02/10 EUR 682.03 –3.9 –40.3 –29.6
Glbl Bd (EuroHdg) A GL BD IRL 02/10 EUR 1208.54 0.9 –7.9 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 02/10 EUR 1276.01 1.0 –7.2 –2.4
Glbl Bd A EU BD IRL 02/10 EUR 1033.63 5.4 –0.1 –1.4
Glbl Bd B EU BD IRL 02/10 EUR 1094.60 5.5 0.5 –0.8
Glbl Real Estate A OT EQ IRL 02/10 USD 563.07 –15.5 –52.1 –38.8
Glbl Real Estate B OT EQ IRL 02/10 USD 577.41 –15.5 –51.8 –38.4
Glbl Real Estate EH-A OT EQ IRL 02/10 EUR 533.24 –15.0 –50.5 –39.6
Glbl Real Estate SH-B OT EQ IRL 02/10 GBP 50.18 –15.4 –50.4 –38.9
Glbl Strategic Yield A EU BD IRL 02/10 EUR 1179.26 4.3 –19.6 –11.2
Glbl Strategic Yield B EU BD IRL 02/10 EUR 1255.19 4.4 –19.1 –10.6
Japan Equity A JP EQ IRL 02/10 JPY 9317.00 –9.9 –41.6 –34.5
Japan Equity B JP EQ IRL 02/10 JPY 9878.00 –9.8 –41.3 –34.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/10 USD 1211.05 –5.8 –48.7 –24.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/10 USD 1285.58 –5.8 –48.4 –24.3
Pan European Eq A EU EQ IRL 02/10 EUR 705.73 –1.8 –40.2 –29.5
Pan European Eq B EU EQ IRL 02/10 EUR 748.34 –1.7 –39.9 –29.1
US Equity A US EQ IRL 02/10 USD 617.39 –7.7 –40.4 –24.4
US Equity B US EQ IRL 02/10 USD 657.55 –7.6 –40.0 –24.0
US Small Cap A US EQ IRL 02/10 USD 916.87 –8.8 –40.6 –26.3
US Small Cap B US EQ IRL 02/10 USD 977.08 –8.8 –40.2 –25.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/11 SEK 59.28 –1.5 –40.8 –30.4
Choice Japan Fd JP EQ LUX 02/10 JPY 41.03 –8.7 –39.7 –35.0
Choice Jpn Chance/Risk JP EQ LUX 02/10 JPY 40.36 –9.9 –46.3 –35.7
Choice NthAmChance/Risk US EQ LUX 02/11 USD 2.83 1.0 –39.0 –24.6
Europe 2 Fd EU EQ LUX 02/11 EUR 0.68 –1.3 –45.0 –32.6
Europe 3 Fd EU EQ LUX 02/11 GBP 2.73 –8.9 –33.0 –21.5
Global Chance/Risk Fd GL EQ LUX 02/11 EUR 0.49 4.1 –31.0 –24.7
Global Fd GL EQ LUX 02/11 USD 1.57 –6.0 –39.8 –25.4
Intl Mixed Fd -C- NO BA LUX 02/11 USD 21.36 –7.0 –30.2 –16.9
Intl Mixed Fd -D- NO BA LUX 02/11 USD 15.07 –7.0 –30.2 –15.8
Wireless Fd OT EQ LUX 02/11 EUR 0.10 7.0 –38.5 –23.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/11 USD 4.31 –4.8 –44.9 –23.7
Currency Alpha EUR -IC- OT OT LUX 02/11 EUR 10.75 –1.5 7.7 NS
Currency Alpha EUR -RC- OT OT LUX 02/11 EUR 10.70 –1.5 7.2 NS
Currency Alpha SEK -ID- OT OT LUX 02/11 SEK 103.92 –1.6 7.4 NS

Currency Alpha SEK -RC- OT OT LUX 02/10 SEK 113.14 –1.5 7.2 NS
Generation Fd 80 OT OT LUX 02/11 SEK 6.50 1.9 –23.5 NS
Nordic Focus EUR NO EQ LUX 02/11 EUR 53.68 7.6 –34.6 NS
Nordic Focus NOK NO EQ LUX 02/11 NOK 58.09 7.6 –34.6 NS
Nordic Focus SEK NO EQ LUX 02/11 SEK 61.88 7.6 –34.6 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/11 USD 1.36 –2.4 –36.8 –24.2
Ethical Global Fd GL EQ LUX 02/11 USD 0.57 –7.1 –40.2 –26.7
Ethical Sweden Fd NO EQ LUX 02/11 SEK 29.42 2.3 –22.5 –20.9
Europe Fd EU EQ LUX 02/11 USD 1.48 –2.2 –36.5 –26.2
Index Linked Bd Fd SEK OT BD LUX 02/11 SEK 13.16 0.6 2.2 4.9
Medical Fd OT EQ LUX 02/11 USD 2.80 –2.4 –20.7 –13.0
Short Medium Bd Fd SEK NO MM LUX 02/11 SEK 9.20 0.5 3.1 3.1
Technology Fd OT EQ LUX 02/11 USD 1.62 3.7 –32.5 –19.0
World Fd NO BA LUX 02/11 USD 1.55 –6.4 –35.0 –18.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/11 EUR 1.27 0.2 1.9 2.1
Short Bond Fd SEK NO MM LUX 02/11 SEK 21.71 0.7 3.0 3.1
Short Bond Fd USD US MM LUX 02/11 USD 2.50 –0.1 1.3 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/11 SEK 10.04 –0.2 –3.2 0.0
Alpha Bond Fd SEK -B- NO BD LUX 02/11 SEK 9.01 –0.2 –3.2 0.0
Alpha Bond Fd SEK -C- NO BD LUX 02/11 SEK 25.15 –0.2 –3.4 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 02/11 SEK 8.38 –0.2 –3.4 –0.2
Alpha Short Bd SEK -A- NO MM LUX 02/11 SEK 10.93 1.1 3.6 3.3
Alpha Short Bd SEK -B- NO MM LUX 02/11 SEK 10.25 1.1 3.6 3.3
Alpha Short Bd SEK -C- NO MM LUX 02/11 SEK 21.38 1.1 3.4 3.2
Alpha Short Bd SEK -D- NO MM LUX 02/11 SEK 8.89 1.1 3.4 3.2
Bond Fd SEK -C- NO BD LUX 02/11 SEK 41.79 0.6 8.3 6.0
Bond Fd SEK -D- NO BD LUX 02/11 SEK 12.54 0.6 7.1 5.4
Corp. Bond Fd EUR -C- EU BD LUX 02/11 EUR 1.08 –1.0 –9.7 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 02/11 EUR 0.85 –1.0 –10.1 –4.9
Corp. Bond Fd SEK -C- NO BD LUX 02/11 SEK 10.76 0.2 –12.2 –5.9
Corp. Bond Fd SEK -D- NO BD LUX 02/11 SEK 8.45 0.2 –12.1 –5.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/11 EUR 102.41 –1.4 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/11 EUR 102.07 –1.4 NS NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 02/10 SEK 1074.45 –1.4 NS NS
Flexible Bond Fd -C- NO BD LUX 02/11 SEK 21.09 1.1 6.0 4.5
Flexible Bond Fd -D- NO BD LUX 02/11 SEK 11.94 1.1 6.0 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/11 SEK 79.67 –0.5 –21.4 –14.0
Global Hedge I SEK -D- OT OT LUX 02/11 SEK 72.81 –0.5 –23.7 –15.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/11 USD 1.51 –2.0 –46.7 –20.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/11 SEK 17.57 4.7 –38.9 –25.7
Europe Chance/Risk Fd EU EQ LUX 02/11 EUR 748.88 –1.8 –48.7 –35.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 01/29 USD 891.83 –5.1 NS NS
UAE Blue Chip Fund Acc OT OT ARE 02/05 AED 3.94 –14.1 –64.9 –27.4

n WWW.SGAM.COM
SGAM FUND
Bonds CHF A OT OT LUX 01/19 CHF 27.92 –1.0 5.3 2.5
Bonds ConvEurope A OT OT LUX 02/09 EUR 27.51 –3.0 –5.6 0.5
Bonds Eur Corp A OT OT LUX 02/09 EUR 20.94 1.0 –5.7 –2.9

Bonds Eur Hi Yld A OT OT LUX 02/09 EUR 14.01 5.4 –28.1 –20.4
Bonds EURO A OT OT LUX 02/10 EUR 39.21 –0.7 3.0 3.4
Bonds Europe A OT OT LUX 02/09 EUR 37.70 –0.5 2.7 2.6
Bonds US MtgBkSec A OT OT LUX 02/10 USD 25.64 0.0 –0.6 3.1
Bonds US OppsCoreplus A OT OT LUX 02/10 USD 32.48 3.0 1.2 4.5
Bonds World A OT OT LUX 02/09 USD 38.13 –4.3 –0.4 7.2
Eq. China A OT OT LUX 02/10 USD 14.79 –1.0 –45.1 –15.6
Eq. ConcentratedEuropeA OT OT LUX 02/10 EUR 20.01 –2.9 –42.8 –31.3
Eq. Eastern Europe A OT OT LUX 02/10 EUR 12.74 –3.6 –65.3 –42.2
Eq. Equities Global Energy OT OT LUX 02/10 USD 14.09 –1.2 –37.2 –12.9
Eq. Euroland A OT OT LUX 02/10 EUR 8.63 –5.8 –40.1 –29.7
Eq. Euroland MidCapA OT OT LUX 02/10 EUR 14.45 0.3 –42.0 –33.3
Eq. EurolandCyclclsA OT OT LUX 02/10 EUR 13.64 –0.7 –36.8 –22.5
Eq. EurolandFinancialA OT OT LUX 02/09 EUR 7.73 –8.2 –49.7 –40.2
Eq. Glbl Emg Cty A OT OT LUX 02/10 USD 5.68 –5.0 –52.7 –24.5
Eq. Global A OT OT LUX 02/10 USD 19.89 –5.4 –39.8 –26.4
Eq. Global Technol A OT OT LUX 02/10 USD 3.72 1.9 –37.6 –27.9
Eq. Gold Mines A OT OT LUX 02/10 USD 21.10 0.9 –33.5 –10.9
Eq. Japan Sm Cap A OT OT LUX 02/10 JPY 849.50 –6.2 –36.3 –41.7
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –5.8 –18.3 –21.5
Eq. Pacific A OT OT LUX 02/10 USD 6.08 –4.7 –48.8 –21.7
Eq. US ConcenCore A OT OT LUX 02/10 USD 16.20 –0.2 –30.7 –19.2
Eq. US Lg Cap Gr A OT OT LUX 02/09 USD 11.33 5.1 –36.4 –22.3
Eq. US Mid Cap A OT OT LUX 02/10 USD 19.63 –2.1 –40.6 –23.2
Eq. US Multi Strg A OT OT LUX 02/10 USD 15.18 –5.0 –41.0 –27.3
Eq. US Rel Val A OT OT LUX 02/09 USD 15.03 –3.2 –42.4 –30.5
Eq. US Sm Cap Val A OT OT LUX 02/10 USD 11.85 –8.4 –47.0 –34.3
Eq. US Value Opp A OT OT LUX 02/10 USD 12.19 –6.0 –46.1 –33.7
Money Market EURO A OT OT LUX 02/10 EUR 27.20 0.3 4.1 4.0
Money Market USD A OT OT LUX 02/10 USD 15.77 0.2 2.5 3.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/10 JPY 7513.00 –12.7 –44.8 –39.2
YMR-N Japan Fund JP EQ IRL 02/10 JPY 8221.00 –12.9 –42.7 –36.1
YMR-N Low Price Fund JP EQ IRL 02/10 JPY 11339.00 –12.6 –39.8 –36.5
YMR-N Small Cap Fund JP EQ IRL 02/10 JPY 5593.00 –12.9 –44.7 –40.5
Yuki Mizuho Gen Jpn III JP EQ IRL 02/10 JPY 3716.00 –12.5 –51.1 –39.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/10 JPY 3934.00 –12.4 –50.9 –42.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/10 JPY 5373.00 –11.9 –48.0 –39.4
Yuki Mizuho Jpn Gen JP EQ IRL 02/10 JPY 7018.00 –12.5 –42.7 –37.3
Yuki Mizuho Jpn Gro JP EQ IRL 02/10 JPY 5411.00 –13.5 –43.7 –39.6
Yuki Mizuho Jpn Inc JP EQ IRL 02/10 JPY 7062.00 –11.2 –37.4 –33.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/10 JPY 4335.00 –13.0 –44.0 –36.1
Yuki Mizuho Jpn LowP JP EQ IRL 02/10 JPY 9621.00 –15.1 –37.2 –33.0
Yuki Mizuho Jpn PGth JP EQ IRL 02/10 JPY 6659.00 –12.8 –48.6 –39.2
Yuki Mizuho Jpn SmCp JP EQ IRL 02/10 JPY 5404.00 –11.9 –48.5 –40.2
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/10 JPY 4690.00 –9.7 –39.8 –34.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/10 JPY 2192.00 –8.2 –52.8 –51.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/10 JPY 3717.00 –11.6 –49.0 –39.3
Yuki 77 General JP EQ IRL 02/10 JPY 5333.00 –9.7 –44.2 –36.7
Yuki 77 Growth JP EQ IRL 02/10 JPY 5070.00 –14.3 –48.4 –42.0
Yuki 77 Income AS EQ IRL 02/10 JPY 4588.00 –10.3 –37.6 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/10 JPY 5622.00 –9.9 –42.1 –36.5
Yuki Chugoku Jpn Gro JP EQ IRL 02/10 JPY 4385.00 –14.2 –46.0 –37.4
Yuki Chugoku JpnLowP JP EQ IRL 02/10 JPY 6969.00 –14.9 –36.2 –31.9
Yuki Chugoku JpnPurGth JP EQ IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/10 JPY 5973.00 –11.8 –46.2 –37.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/10 JPY 4021.00 –11.6 –44.7 –36.9
Yuki Hokuyo Jpn Inc JP EQ IRL 02/10 JPY 4563.00 –13.6 –38.0 –33.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/10 JPY 4124.00 –12.3 –43.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/10 JPY 4001.00 –11.1 –50.1 –39.5
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/10 JPY 3756.00 –14.0 –49.5 –39.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/10 JPY 4449.00 –12.7 –43.6 –36.7

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 12/31 USD 1358.77 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 12/31 USD 1740.52 –9.9 –9.9 –2.2
CMA MultHdge Balncd OT OT CYM 12/31 USD 1247.08 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 12/31 USD 1709.34 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 12/31 USD 929.17 –0.3 1.6 6.7

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

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

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 12/31 USD 2067.95 –11.5 –11.5 –4.4
Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –10.6 –10.6 –4.5
Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –11.9 –11.9 –4.8
Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –10.8 –10.8 –4.9
Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –10.3 –10.3 –3.7

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 01/23 USD 381.02 NS –77.7 –50.1

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 01/23 GBP 0.95 1.4 NS NS
Global Absolute USD OT OT GGY 01/23 USD 1.78 1.3 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/23 EUR 76.19 –0.2 –30.5 NS
Special Opp Inst EUR OT OT CYM 01/23 EUR 71.80 0.0 –30.0 NS
Special Opp Inst USD OT OT CYM 01/23 USD 80.75 0.0 –27.9 NS
Special Opp USD OT OT CYM 01/23 USD 79.58 0.0 –28.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/31 EUR 119.30 –15.8 –15.8 –1.7
GH Fund CHF Hdg OT OT JEY 12/31 CHF 99.82 –18.6 –18.6 –5.6
GH Fund EUR Hdg OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/31 EUR 96.32 –17.7 –17.7 –4.2
GH Fund EUR Hdg (Non-V) OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund GBP Hdg OT OT JEY 12/31 GBP 117.84 –17.7 –17.7 –3.3
GH Fund Inst EUR OT OT JEY 12/31 EUR 83.48 NS NS NS
GH Fund Inst JPY OT OT JEY 12/31 JPY 8406.59 –17.2 –17.2 NS
GH Fund Inst USD OT OT JEY 12/31 USD 98.67 –16.0 –16.0 –2.1
GH FUND S EUR OT OT CYM 12/31 EUR 113.05 –17.3 –17.3 –3.4
GH FUND S GBP OT OT JEY 12/31 GBP 117.63 –16.5 –16.5 –2.2
GH Fund S USD OT OT CYM 12/31 USD 132.00 –15.5 –15.5 –1.6
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 01/23 USD 125.90 1.6 NS NS
Leverage GH USD OT OT GGY 12/31 USD 97.53 –36.1 –36.1 –12.7
MultiAdv Arb CHF Hdg OT OT JEY 12/31 CHF 84.01 –26.4 –26.4 –12.7
MultiAdv Arb EUR Hdg OT OT JEY 12/31 EUR 90.37 –25.7 –25.7 –11.5
MultiAdv Arb GBP Hdg OT OT JEY 12/31 GBP 96.92 –26.3 –26.3 –11.4
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/31 EUR 95.72 –24.8 –24.8 –10.4
MultiAdv Arb S GBP OT OT CYM 12/31 GBP 99.72 –25.0 –25.0 –9.8
MultiAdv Arb S USD OT OT CYM 12/31 USD 108.31 –23.4 –23.4 –8.9
MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 01/23 USD 107.36 0.3 NS NS
Asian AdbantEdge EUR OT OT JEY 01/23 EUR 89.01 0.4 –22.7 NS
Asian AdvantEdge OT OT JEY 01/23 USD 163.06 0.6 NS NS
Emerg AdvantEdge OT OT JEY 01/23 USD 141.33 0.7 NS NS

Emerg AdvantEdge EUR OT OT JEY 01/23 EUR 79.08 0.7 –32.1 NS

Europ AdvantEdge EUR OT OT JEY 01/23 EUR 115.14 –0.1 NS NS

Europ AdvantEdge USD OT OT JEY 01/23 USD 121.49 –0.4 NS NS

Japan AdvantEdge JPY OT OT JEY 01/23 JPY 8017.85 –0.8 NS NS

Japan AdvantEdge USD OT OT JEY 01/23 USD 93.32 –0.8 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 01/23 USD 86.19 0.4 NS NS

Trading AdvantEdge OT OT GGY 01/23 USD 153.09 0.9 NS NS

Trading AdvantEdge EUR OT OT GGY 01/23 EUR 139.07 1.0 NS NS

Trading AdvantEdge GBP OT OT GGY 01/23 GBP 146.93 1.0 NS NS

US AdvantEdge OT OT JEY 01/23 USD 103.44 1.1 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 01/30 EUR 246.93 0.4 –2.9 0.9

Integrated Dir Trading EUR OT OT CYM 11/28 EUR 102.04 –0.4 0.9 5.9

Integrated Emg Markets EUR OT OT CYM 11/28 EUR 73.40 –30.1 –29.4 –11.7

Integrated European EUR OT OT CYM 11/28 EUR 149.86 0.8 1.6 1.8

Integrated Event Driven EUR OT OT CYM 11/28 EUR 84.29 –21.4 –21.0 –6.5

Integrated Lg/Sh Sel F EUR OT OT CYM 11/28 EUR 85.44 –14.5 –14.6 –1.6

Integrated MultSt B EUR OT OT VGB 11/28 EUR 115.83 –17.0 –16.3 –4.9

Integrated Relative Value EUR OT OT CYM 11/28 EUR 90.76 –9.6 –9.3 –2.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9

KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6

KBL SPOP Long/Short Eq OT OT LUX 10/31 USD 391.27 –40.9 –41.9 –12.3

KBL SPOP Long/Short Eq OT OT LUX 10/31 EUR 371.55 –42.9 –43.8 –14.4

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 02/06 USD 168.85 –12.1 –77.4 –54.1

Antanta MidCap Fund EE EQ AND 02/06 USD 211.62 –27.0 –87.8 –59.5

Meriden Opps Fund GL OT AND 02/04 EUR 85.54 –1.8 –23.7 –11.1

Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 02/03 USD 84.45 1.4 85.9 30.8
Superfund GCT USD* GL EQ LUX 02/03 USD 3673.00 0.6 57.3 16.7
Superfund Gold A (SPC) GL OT CYM 02/03 USD 1180.19 1.5 24.8 25.6
Superfund Gold B (SPC) GL OT CYM 02/03 USD 1375.43 2.0 38.5 29.3
Superfund Q-AG* OT OT AUT 02/03 EUR 8801.00 0.4 39.1 15.2

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 01/30 USD 184.48 0.4 11.5 13.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 01/30 EUR 1310.16 1.2 5.2 7.2
Winton Evolution GBP GL OT VGB 01/30 GBP 1290.75 1.2 6.2 8.4
Winton Evolution JPY GL OT VGB 01/30 JPY 115721.17 1.1 1.5 3.9
Winton Evolution USD GL OT CYM 01/30 USD 1277.46 1.1 4.6 7.5
Winton Futures EUR GL OT VGB 01/30 EUR 208.31 1.2 18.3 17.4
Winton Futures GBP GL OT VGB 01/30 GBP 224.23 1.0 19.7 19.0
Winton Futures JPY Lead Series 2 GL OT VGB 01/30 JPY 15052.13 2.0 15.7 14.7
Winton Futures USD GL OT VGB 01/30 USD 740.42 1.0 17.6 17.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 01/30 EUR 117.43 –1.1 –13.9 –6.0
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 01/30 USD 251.32 –2.8 –13.2 –4.1

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 01/30 USD 1279.28 NS 1.8 –3.7 –17.3 –6.9

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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AIG looks to peddle car unit

Ticketmaster-Live Nation
will get ‘vigorous’ review
Lawmakers ask DOJ
to halt the merger
of music-venue giants

Live Nation Entertainment’s Irving Azoff, left, and Michael Rapino hope to
convince consumers that the merged company isn’t out to gouge them.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Nike Inc.

Nike Inc. said it is considering a
4% reduction in its global work
force, affecting about 1,400 employ-
ees, as it plans to realign operations
amid the difficult economic climate.
The shoe and sports-apparel com-
pany, which didn’t disclose details
about the possible layoffs, said it
will complete the review by the end
of its fiscal year in May. In Decem-
ber, Nike reported its fiscal second-
quarter net income grew 8.8%. Sales
were robust in foreign markets such
as Japan and China, but were weak
in the U.S. and parts of Europe. Two
years ago, the Beaverton, Ore., com-
pany reorganized along global sport
categories. Nike said its latest re-
view is “an evolution of that strat-
egy,” which aims to reduce manage-
ment layers, among other things.

Advanced Micro Devices Inc.

Advanced Micro Devices Inc.
failed Tuesday to gain enough share-
holder votes to proceed with the
spinoff of its manufacturing opera-
tions, delaying the process until next
week as it waits for more investors
to respond. The Sunnyvale, Calif.,
company, which competes with chip
giant Intel Corp., has touted a
spinoff of its chip-production busi-
ness as a defining move to reinvent
the company and focus primarily on
chip design. The deal would also give
AMD a cash infusion. At mid-after-
noon Wednesday, AMD shares were
up 5 cents at $2.16 in composite trad-
ing on the New York Stock Exchange
after declining 11% on Tuesday.

Applied Materials Inc.

Applied Materials Inc. predicted
worsening conditions for semicon-
ductor makers and their suppliers, in-
cluding a 50% drop this year in spend-
ing on equipment for turning silicon
wafers into chips. The Silicon Valley
company, besides reporting a previ-
ously projected fiscal first-quarter
loss on a 36% drop in revenue, said
Tuesday its revenue in the current pe-
riod would likely decline 30% from
the quarter just reported. Applied,
the biggest seller of tools for making
chips, has already responded with
sharp cuts, including layoffs an-
nounced in November. On Tuesday,
the company disclosed that those
cuts will total about 14% of its work
force, or about 2,000 workers. Ap-
plied added that it is continuing with
temporary plant shutdowns, cutting
the salaries of senior executives and
eliminating bonuses for this year.

—Compiled from staff
and wire service reports.

BT Group PLC

U.K. telecommunications com-
pany BT Group PLC has benefited
from illegal state guarantees for its
pension liabilities, and must repay
some £16.6 million, or $24.1 million,
to the government’s pension-protec-
tion fund, said the European Com-
mission, the European Union’s exec-
utive branch. The U.K. government
guaranteed the pension rights of BT
employees at the time of privatiza-
tion, which could be called upon if
BT went bankrupt and there weren’t
enough assets to cover pension
rights. Although these guarantees
in themselves aren’t unlawful, they
have allowed BT to be exempted
from a subsequent U.K. law forcing
pension funds to pay levies to a pen-
sion-protection fund. This fund
guarantees pensions when sponsor
companies go bankrupt.

Daily Mail & General Trust PLC

U.K. publisher Daily Mail & Gen-
eral Trust PLC said Wednesday that
revenue for its fiscal first quarter
rose 2%, boosted by a stronger dol-
lar and the company’s business-to-
business operations. In the three
months ended Dec. 31, revenue rose
to £568 million ($824 million). The
publisher of the Daily Mail and its
sister Sunday newspaper said it
plans further job cuts at its regional-
newspaper division, which has been
hardest hit by the industry-wide ad-
vertising slump, but Chief Executive
Martin Morgan declined to put a fig-
ure on the number of job losses. The
company said the £100 million in
cost and revenue savings it an-
nounced in November will be ex-
ceeded. Daily Mail & General Trust
already shed about 480 employees,
or 6% of its U.K. work force, in the
three months through December.

Edison SpA

Edison SpA, one of Italy’s big-
gest energy companies, said its net
profit fell 30% last year, hit by
higher taxes. Net profit dropped to
Œ346 million ($445.8 million), down
from Œ497 million in 2007, when
earnings had been boosted by a fis-
cal benefit. Total revenue increased
to Œ11.6 billion from Œ8.86 billion.
The Milan-based company, which is
controlled by A2A SpA and Electric-
ité de France SA, said it will pro-
pose a dividend of 5 European cents
a share on 2008 profit, unchanged
from the year before. Edison is talk-
ing to banks to partly fund the devel-
opment of the Egyptian gas field
Abu Qir, which it recently won in a
tender. The company is unlikely to
turn to the bond market, but it
hasn’t ruled it out, Chief Executive
Umberto Quadrino said.
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By Liam Pleven

American International Group
Inc. is in talks to sell its personal car-
insurance unit to Zurich Financial
Services, according to people famil-
iar with the matter, in what could be
the biggest asset sale since AIG was
bailed out by the U.S. government.

The deal for the car-insurance
unit—known as 21st Century, which
sells insurance over the Internet—
hasn’t been finalized and could still
fall apart, one person cautioned. An-
other said the purchase price was ex-
pected to be more than $2 billion;

that would be more than twice what
AIG fetched for any deal done since
the bailout for which a purchase
price was disclosed.

AIG is selling off businesses to
help repay a loan of as much as $60
billion it received from the govern-
ment as part of the federal rescue
and had $38.6 billion outstanding as
of Feb. 4. The government initially
stepped in when AIG faced potential
bankruptcy in September.

AIG has struggled to complete
sales at strong prices amid the finan-
cial crisis, so a successful deal for
the car-insurance unit would be a
step forward, particularly if it can
fetch a significant amount. Accord-
ing to Thomson Reuters, 21st Cen-
tury was valued at $1.9 billion in Sep-
tember 2007, when AIG bought the
39% of the company it didn’t previ-
ously hold.

Zurich already owns Farmers
Group Inc., which manages one of
the largest personal car- and home-
insurance networks in the nation,
and serves more than 10 million
households.

Farmers is particularly promi-
nent in California and Texas, and Zu-
rich has indicated an interest in ex-
panding its personal-insurance busi-
ness east of the Mississippi River.
 —Dana Cimilluca

contributed to this article.

By Brent Kendall

The U.S. Justice Department’s an-
titrust division pledged Wednesday
to take a close look at the planned
merger of Live Nation Inc. and Tick-
etmaster Entertainment Inc.

Critics of the merger, which
would create Live Nation Entertain-
ment Inc., say it raises antitrust con-
cerns because one company would
gain considerable power in the live-
music industry.

“The antitrust division is com-
mitted to vigorous enforcement of
the merger antitrust laws and will
conduct a thorough investigation
of the proposed Ticketmaster/Live
Nation transaction,” a Justice De-

partment spokeswoman said.
Three U.S. senators asked the

Justice Department to undertake a
detailed examination of the pro-
posed deal. Sen. Charles Schumer
(D., N.Y.) called on the DOJ to block
the merger, saying the merged com-
panies would control 80% of the con-
cert-ticket market. “This level of
concentration could very well mean
higher prices and higher fees for
concertgoers,” Sen. Schumer said.

Ticketmaster CEO Irving Azoff,
who will be executive chairman of
the new company, said its combined
resources would give it clout to
bring in more corporate-sponsor-
ship money, adding that sponsor-
ships could help lower ticket prices.

Based on present valuations,
Live Nation Entertainment Inc.
would have a stock-market value
of $816 million and combined debt
of $1.67 billion, the two U.S. compa-
nies said. Their combined annual
revenue would be about $6 billion.

Hypo Real Estate Holding AG

Hypo Real Estate Holding AG is
taking a further Œ10 billion ($12.88
billion) in guarantees from Germa-
ny’s bank rescue fund, underscoring
the urgency of talks between politi-
cians and bankers to stabilize the
lender. The property financier said
the additional funding took its total
guarantees provided by the state to
Œ52 billion. Hypo had to be rescued
by a consortium of banks and the Ger-
man government late last year with
Œ50 billion of credit in addition to
the state guarantees. Officials from
the German government, the Soffin
rescue fund, Hypo and its large share-
holder, U.S. investor J.C. Flowers &
Co., are wrestling with how best to
prop up the lender’s capital base.
Flowers, which owns around a quar-
ter of Hypo, will hold talks with the
German government Thursday, a
Flowers spokesman said.

Lufthansa AG

European Union regulators said
they doubt Lufthansa AG is paying a
high enough price for Austrian Air-
lines AG and that they have launched
a probe into the carrier’s restructur-
ing and sale. Lufthansa plans to pay
Œ366 million ($472 million) to buy the
Austrian government’s 41.56% stake
in the country’s struggling carrier.
The deal also sees Austria take on
Œ500 million of Austrian Airlines’
debt and leaves the door open to
more payments in the future. The Eu-
ropean Commission, the EU executive
branch, said it “doubts that the price
to be paid by Lufthansa reflects the
market price for what is being sold.”
It said it also suspects that the deal
could violate EU subsidy rules that re-
strict government handouts for busi-
nesses that risk collapse as well as
rules that require governments to act
like normal market investors.

News Corp.

News Corp. unit News Interna-
tional said Tuesday it is cutting
about 65 jobs at its U.K. national
newspaper titles. The cuts are the
latest in a round of cost-saving mea-
sures and restructuring at U.K.
newspaper publishers as they at-
tempt to offset a sharp downturn in
advertising revenue amid the global
economic slowdown. “There will be
around 65 jobs cut in the Sun, the
Times, the Sunday Times and the
News of the World,” said a News In-
ternational spokeswoman. News In-
ternational also publishes the free
evening newspaper thelondonpa-
per, which isn’t affected by the job
cuts. News Corp. also owns Dow
Jones & Co., the publisher of The
Wall Street Journal.

Publicis Groupe SA

Advertising firm’s net falls;
push into digital continues

French advertising company
Publicis Groupe SA reported a 1.1%
decline in 2008 net profit, but Chief
Executive Maurice Levy said the
company would show the best prof-
itability in the sector in 2009. Net
profit for 2008 inched down to Œ447
million ($576 million) from Œ452
million in 2007, mainly due to losses
at recently closed-down Web TV
channel Honeyshed and other im-
pairment charges. Organic revenue
growth—a closely watched metric
in the advertising industry that
strips out acquisitions, disposals
and currency movements—was 1.1%
in the fourth quarter, down from the
4.2% growth posted a year earlier.
Mr. Levy said Publicis, which owns
Saatchi & Saatchi, continues to push
into digital markets and emerging
markets, which should “at least par-
tially, offset declines in other re-
gions and activities.”

Reckitt Benckiser PLC

Reckitt Benckiser PLC’s posted a
36% jump in fourth-quarter net
profit, thanks to stronger sales and
acquisitions, and, unlike rival Uni-
lever PLC, forecast robust growth
for 2009. Net profit rose to £393 mil-
lion ($570 million) from £289 mil-
lion a year earlier, while sales
soared 33% to £1.83 billion. Strip-
ping out the effect of acquisitions
and currency fluctuations, fourth-
quarter sales were up 8%, lower
than the 10% rise seen in the previ-
ous quarter but ahead of expecta-
tions. Stripping out currency fluctu-
ations, the maker of products such
as Lysol and Clearasil, said it is tar-
geting sales growth of 4% and a rise
in post-tax profit before exceptional
items of between 8% and 10% in
2009. The comparable figures for
2008 were growth of 13% and 12%,
respectively. Anglo-Dutch rival Uni-
lever PLC last week scrapped its
sales and margin targets.

Sibir Energy PLC

Russian oil company Sibir En-
ergy PLC said it will recoup $115.4
million by scrapping controversial
deals to buy real estate from its co-
owner, Chalva Tchigirinski. Sibir’s
shareholders will vote on Feb. 27
to cancel the real-estate deals, the
company said. London-listed Sibir
had earlier agreed to spend a total
of $370 million to buy distressed
real-estate assets from Mr. Tchigir-
inski in order to save him from “im-
minent margin calls” on bank
loans secured against his shares in
the company. But late last month,
Sibir said it had called off real-es-
tate acquisitions. Under the deal,
Sibir has been granted power of at-
torney of Mr. Tchigirinski’s real-es-
tate assets as security for a $115.4
million debt advanced by Sibir to
Mr. Tchigirinski.
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Coca-Cola Enterprises swings to a loss
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Famed architecture firm
to lay off 300 workers

Energy bulls left in the cold
Economy, not chill,
seems to be driving
home-heat demand
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By Alex Frangos

Foster + Partners, the high-
end architecture firm famous for
the pickle-shaped “Gherkin”
tower in London, plans to lay off
300 employees, reducing its staff
by nearly one quarter.

It is the latest sign in the world-
wide slowdown in construction
and the scaling back of architec-
tural dreams.

Norman Foster is among the
world’s best-known architects.
His works also include the Reich-
stag in Berlin and the newly
opened Beijing airport.

The firm, based in London, has
projects in dozens of countries.
Now hard economic times are forc-
ing Mr. Foster to leave his designs
on the drawing board. A massive
118-story tower in Moscow, which
would have been Europe’s tallest
skyscraper, was canceled in late
2008. A skyscraper at the site of
the World Trade Center in New
York has been delayed. A pro-
posed tower in St. Petersburg for
Russian energy giant OAO Gaz-
prom has been stymied by financ-
ing issues.

The layoffs will include closing
offices in Berlin and Istanbul, ac-
cording to a firm spokeswoman. In
a statement, firm chief executive
Mouzhan Majidi said: “A number
of our international clients have
fallen victim to the current eco-
nomic climate and as a result
some of their projects have been
delayed or canceled.”

Foster + Partners is unusual
among architecture firms in that
it has outside investors. London in-
vestment firm 3i Group PLC made

a minority investment of an undis-
closed amount in 2007. At the
time, both 3i and Mr. Foster said
the investment would fund the
firm’s expansion.

Most architecture firms are
seen as having small profit mar-
gins and a business model too sus-
ceptible to economic downturns
to attract investors other than the
partners who run the firm. 3i
Group figured Mr. Foster’s brand
was unique enough to produce
large enough profits over the long
term.

A 3i spokeswoman said “Foster
and Partners is a key investment
and that hasn’t changed.” People
familiar with both firms say 3i ex-
ecutive Steve Nicholls sits on the
Foster + Partners board.

Mr. Foster gained notoriety for
his aggressively sleek, glassy de-
signs. Insurer Swiss Re’s headquar-
ters in London, a rounded glass
skyscraper with a patchwork of
multicolored glass, became an in-
stant landmark on that city’s sky-
line and was dubbed the Gherkin.
Mr. Foster also designed the
world’s tallest bridge, the Viaduc
de Millau that floats 885 feet
above a valley in central France.

By Gregory Meyer

In the battle between homeown-
ers’ thermostats and their wallets,
the wallets may be gaining ground.

The demand slump for natural gas
mostly reflects shutdowns among
auto makers, chemical companies
and others in heavy industry. But
some market watchers are beginning
to suspect that residential demand—
usually assumed to move in lock step
with temperatures, not the economy—
this year might not be keeping up
with recent frigid weather.

That would be more bad news
for energy bulls who saw glimmers
of a turnaround in the arctic air.
Households make up more than a
fifth of U.S. natural-gas consump-
tion, according to the Energy Infor-
mation Administration.

Hesitant demand for heat has
helped pummel the prices of fuels
this winter.

March heating-oil futures were
trading late Wednesday at $1.3030 a
gallon on the New York Mercantile
Exchange, down more than 60%
from records last summer. The EIA
projects an annual decline in de-
mand this winter for distillate fuel,
which includes heating oil.

March Nymex natural-gas fu-
tures were at $4.626 a million Brit-
ish thermal units, after hitting a 2µ-
year low of $4.280 on Feb. 2.

The first government data quan-
tifying U.S. residential gas use in De-
cember are due later this month.
January 2009 was 8.3% colder than
last year, according to risk-manage-

ment firm Planalytics, so it isn’t
likely that households burned less
gas. Yet any increase could fall short
of expectations.

Part of the problem is the reces-
sion. Consumers are pinched, retail-
ers are ailing, and many are paying
heating-fuel prices that reflect last
year’s highs.

Another factor: foreclosures.
“With a housing crisis at the center
of our economic downturn, vacant
homes, just like idled industrial
plants and empty commercial
space, can erode natural-gas de-
mand,” says Edward Kott, an ana-
lyst at brokerage LCM Commodi-
ties. Shuttered stores also mean less
gas used until they are leased again,
he said.

Looking at foreclosure rates in
hard-hit states like Michigan and
Ohio, Mr. Kott estimates winter com-
mercial and residential gas demand
could undershoot expectations by
as much as 1.2 billion cubic feet a
day.

Tony Viola, a real-estate broker

in Cleveland, says that when his
firm handles foreclosed properties,
banks that own them prefer to heat
the empty houses. But with the cold-
est winter in years gripping the Mid-
west, it is often not worth it.

“We’ve sold properties for $100,”
he said. “We’ve sold properties
where the bank pays somebody to
take them. In these situations, to
throw the utilities on and run up a
$500 or $1,000 gas bill is a problem.”

Reports from natural-gas compa-
nies vary, but in Cleveland, where
temperatures have been 25% lower
than normal, peak natural-gas use
has been 5% to 10% below similarly
bitter winters, said a spokesman for
local gas utility Dominion East Ohio,
a unit of Dominion Resources Inc.

The conservation trend appears
to be occurring in the heating-oil
market. The nation’s largest heating-
oil retailer, Stamford, Conn.-based
Star Gas Partners LP, last week re-
ported that it sold 3.1% fewer gal-
lons in the quarter ended Dec. 31, de-
spite the colder temperatures.

“The colder it got, the more peo-
ple would burn, but it still was at a
lesser rate than they normally
would have. I don’t blame them,”
said Star Gas CEO Dan Donovan.

Adjusted for the colder tempera-
tures, natural gas pulled from U.S.
underground storage in the past
two weeks has been 18% lower than
the same time last year, according
to EIA statistics.

“There’s less storage depletion
going on right now than historical
data would suggest,” said Kobi
Platt, an EIA economist.

Americans warm their homes dif-
ferently across regions. In the North-
east, the world’s largest heating-oil
market, 30% of households use the
fuel, according to the EIA. In the
Midwest, 72% use natural gas.
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By Alex Wilson

MELBOURNE, Australia—Arrow
Energy Ltd. raised its bid for fellow
coal-seam gas producer Pure Energy
Resources Ltd., trumping a rival
suitor with an offer of 890 million
Australian dollars (US$580 million).

Arrow said Wednesday its new of-
fer of A$3 cash and 1.57 of its shares
for each Pure share is valued at
A$7.16 a share, and represents a 12%
premium to the rival bid from BG
Group PLC.

“Arrow’s revised offer is clearly
superior to BG’s offer and is the only
offer that provides ongoing expo-

sure to the burgeoning Australian
[coal-seam gas] sector,” Arrow Chief
Executive Nick Davies said.

Pure’s independent directors said
they are unanimously recommend-
ing the new Arrow offer in the ab-
sence of a superior proposal.

Arrow said its revised offer is
now unconditional. The company is
also accelerating payment so Pure
shareholders will be paid within five
days of receipt of acceptance.

Earlier this week, BG trumped Ar-
row’s first offer of A$2.70 cash plus
1.21 Arrow shares with an offer of
A$6.40 per share, valuing Pure at
A$796 million.

Arrow sweetens Pure Energy bid
By Shirleen Dorman

Coca-Cola Enterprises Inc.
swung to a fourth-quarter net loss
due to a $2.3 billion write-down on
the value of North American fran-
chise licenses, as revenue and mar-
gins fell for Coca-Cola Co.’s biggest
bottler.

Soda bottlers have struggled
with weakened volumes as North
Americans turn to other drinks, in-
cluding bottled water and vitamin-in-
fused beverages. The industry is see-
ing some benefit as commodity costs
moderate from last summer’s high.

Coca-Cola Enterprises posted a
fourth-quarter net loss of $1.45 bil-
lion, or $2.99 a share, compared
with year-earlier net income of $158
million, or 32 cents a share. Exclud-
ing items such as the write-down,
which was caused in part by CCE’s
tumbling stock price, the company
said per-share earnings fell to 22
cents from 29 cents.

Revenue decreased 1.2% to $5.24
billion as higher prices nearly offset
a 5% volume drop.

North American volume
slumped 7% amid a 9.5% price in-
crease, while European volume rose

1.5% as prices per case increased
2.5%.

Coca-Cola Enterprises, which re-
iterated its 2009 earnings forecast,
sees volume falling again this year in
North America, but the region’s reve-
nue should grow by the midsingle
digits on a percentage basis because
of the price increases. The same reve-
nue increase is seen for Europe as
volume will grow “modestly.”

In December, the company un-
veiled a restructuring that includes
steps to better coordinate capacity
and transportation planning with
Coca-Cola.

Foster + Partners is
unusual among
architecture firms
in that it has
outside investors.

Source: Thomson Reuters Datastream
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By Alan Cullison

MOSCOW—Russian President
Dmitry Medvedev revived a long-
dormant human-rights council and
invited a handful of Kremlin critics
to join, the latest in a series of small
gestures toward political openness
in recent weeks.

Mr. Medvedev’s moves have
stirred some hopes for possible re-
laxation of Kremlin control
over society. But his mixed
messages suggest a quick
thaw is unlikely, and senior
politicians say the Kremlin
is only sharpening tools for
political control in a time
when economic troubles
are fueling social tension.

Mr. Medvedev said he
was reviving the human-
rights council, founded five
years ago to improve the of-
ten-strained ties between
government and civil soci-
ety, because its advice would “help
to unite people with different posi-
tions.” He has often paid lip service
to the idea of an open political sys-
tem since he became president last
year, but so far he has shown little
follow-through.

The president has hewed to the
policies of Vladimir Putin—whom
he named prime minister. Domestic
critics continue to be harassed and

marginalized. Police have cracked
down on antigovernment demon-
strations, which have spread in re-
cent months. Violence against oppo-
sition activists also is on the rise, hu-
man-rights groups say.

Mr. Medvedev has agreed to dis-
cuss revising Russia’s laws restrict-
ing nongovernment organizations,
or NGOs, at the council’s first meet-
ing this spring, according to Rus-

sian media reports.
That would mark a turn-

around for Mr. Medvedev,
who echoed Mr. Putin last
year in suggesting that for-
eign-financed NGOs were
spying on Russia. However,
Mr. Medvedev’s position
could be softening. The
Kremlin recently withdrew
a treason bill from parlia-
ment that had been submit-
ted by Mr. Putin’s cabinet;
the bill was denounced by
human-rights advocates as

so vaguely worded that it could
have defined any government critic
or worker for a foreign organization
as a spy.

Mr. Medvedev also held a sur-
prise meeting last month with the
editor of Novaya Gazeta, an inde-
pendent newspaper and frequent
government critic, that lost a re-
porter last month in an apparent
contract killing.

Mr. Medvedev’s deportment at
the meeting suggested he was un-
apologetic about Russia’s political
system. He denied the government
had any influence at state-run tele-
vision, which ignores the Krem-
lin’s political opponents, and said
he had remained silent about the
murder for 10 days because he
didn’t want “my words to influ-
ence the investigation.”

Still, Mr. Medvedev’s expres-
sion of sympathy contrasted with
Mr. Putin’s response to the murder
of another Novaya Gazeta re-
porter in 2006. Then Mr. Putin was
mostly silent, and when asked to
comment he disparaged the work
of the journalist, Anna Politk-
ovskaya, as “insignificant.”

Some analysts say Mr.
Medvedev’s moves could be an ef-
fort to build an image that is inde-
pendent of his patron, Mr. Putin,
who continues to dominate public
life. Polls show public dissatisfac-
tion with the government is rising
as Russia’s economic problems
worsen.

“This is why, symbolically and
functionally, he is carefully trying to
influence opinion now,” said Dmitry
Oreshkin, a political analyst who
said he learned of his appointment
to the human-rights panel from
news reports. “They are doing it
very carefully.”

Committee members remain con-
cerned that Mr. Medvedev’s move is
more decorative than meaningful.
Mr. Putin created the council in
2004, but members complained
that both Messrs. Putin and
Medvedev let it languish while the
government declined to confirm
members.

Oleg Orlov, head of Memorial, one
of Russia’s most prominent human-
rights groups, resigned from the com-
mittee in 2006 after Ms. Politk-
ovskaya’s murder, saying he could no
longer bear to work with Mr. Putin,
whose muted response to the killing
he considered “disgusting.”

Mr. Orlov said it was positive that
the council had been revived and said

the panel could bring “small bene-
fits.” However, he said it had
achieved “little” in its previous incar-
nation. Mr. Orlov added that he is con-
cerned that its reappearance could
be a Kremlin attempt to portray Presi-
dent Medvedev as a reformer, some-
thing Mr. Orlov said he wasn’t.

“Everyone has understood that
he’s not a liberal,” he said.

Mr. Orlov said he personally
wouldn’t rejoin the council if invited
but said he didn’t condemn his col-
leagues for trying to achieve some-
thing in difficult circumstances.

“Do you know how unpleasant it
is sitting on such a council when
there’s such a president?” he asked.

Economic woes spur Russia’s gestures toward openness

Netanyahu, Livni vie to lead Israel
Despite narrow election loss, former prime minister seen leading in prospects of forming ruling coalition

Likud Party leader Benjamin Netanyahu addresses supporters at Likud election headquarters in Tel Aviv on Wednesday.

By Charles Levinson

TEL AVIV—Former prime minis-
ter Benjamin Netanyahu narrowly
lost Tuesday’s parliamentary vote
here to Foreign Minister Tzipi
Livni. But the election boosted a
collection of parties Mr. Netan-
yahu can tap as partners in a rul-
ing coalition. That has analysts
here predicting he, not Ms. Livni,
will be asked by Israel’s president
to form the next government.

Mr. Netanyahu is no sure bet.
He and Ms. Livni spent Wednesday
courting potential coalition part-
ners. Chief among them is Avigdor
Lieberman, whose nationalist
party captured third place.

During his campaign, Mr. Netan-
yahu singled out Iran as Israel’s
No. 1 foe. But if he does wind up
leading Israel’s next government,
he may find relations with Wash-
ington another daunting chal-
lenge.

U.S. President Barack Obama’s
administration has signalled it will
aggressively push Israel-Palestin-
ian peace efforts. But Mr. Netan-
yahu and many of his potential
right-leaning coalition partners
have ruled out a number of compro-
mises that Palestinians see as es-
sential for peace, setting up a possi-
ble conflict with Washington.

U.S.-Israel relations aren’t just
a matter of diplomacy here, but
also central to domestic politics.
Most Israelis consider the U.S. the
nation’s lone reliable ally, diplo-
matically, economically, and mili-
tarily. Past Israeli leaders who
have been seen to strain that rela-
tionship have been ousted by vot-
ers, including Mr. Netanyahu him-
self in 1999.

“Whoever’s in charge of the

next government, the question ev-
erybody is asking, is ‘How are they
going to deal with Barack
Obama?’” says Mitchell Barak, a
former adviser to Mr. Netanyahu.

Meanwhile, Ms. Livni, who
could still manage to put together
a ruling coalition herself, made the
issue of peace with the Palestin-
ians, in exchange for land and a two-
state solution, a central theme in
her campaign. She owes her upset
victory Tuesday night largely to
last-minute support from voters
who traditionally backed Israel’s

left-leaning parties.
She has emerged as Israel’s

leading pro-peace moderate as a
result. But even if she comes out
on top at the head of the next gov-
ernment, it will also likely depend
on right-leaning parties.

State Department spokesman
Robert Wood told reporters
Wednesday the U.S. was looking
forward to working with whatever
new government is formed.

As prime minister from 1996 to
1999, Mr. Netanyahu had a rocky
relationship with President Bill

Clinton, according to published ac-
counts by some of Mr. Clinton’s
former aides. Former Clinton offi-
cials involved in the peace process
describe Mr. Netanyahu as a prag-
matic politician, who wasn’t ideo-
logically opposed to peace conces-
sions, but was unwilling to stand
up to his political base.

“He was always more willing to
bow to pressure from his right
wing, than to pressure coming
from Washington,” says Martin In-
dyk, the U.S. ambassador to Israel
during Mr. Netanyahu’s first term

as prime minister.
Mr. Netanyahu exacerbated ten-

sions with the White House by meet-
ing with Mr. Clinton’s Republican
foes at the height of the Monica
Lewinsky scandal, a move that
soured the two leaders’ relationship.

Some Clinton Administration
officials are now working for Mr.
Obama. President Clinton’s point
man on Mideast peace, Dennis
Ross, for example, is expected to
be tapped by Mr. Obama to over-
see Iran policy. Writing in his mem-
oirs of Mr. Clinton’s first official
meeting with Mr. Netanyahu, Mr.
Ross said, “Netanyahu was nearly
insufferable, lecturing and telling
us how to deal with the Arabs.”

Dore Gold, an advisor to Mr. Net-
anyahu, says reports of strain be-
tween Messrs. Clinton and Netan-
yahu have been exaggerated. Mr.
Gold also said Messrs. Obama and
Netanyahu share common ground
on several issues, including Iran.
Mr. Netanyahu’s aides say his two
previous meetings with then-Sen.
Obama went smoothly.

Recently, instead of showing
open defiance in the face of U.S.
peace efforts as he did in 1996, Mr.
Netanyahu has been touting an
“economic peace plan” that calls
for bolstering Palestinians’ eco-
nomic fortunes, a plan he hopes
the U.S. will embrace.

“Netanyahu knows that Presi-
dent Obama wants to pursue
peace in the Middle East and he
knows that Israelis will not favor a
prime minister who can’t handle a
popular U.S. president effectively,
so I think he’ll want to avoid recre-
ating similar circumstances to his
last term,” says Martin Indyk, who
was U.S. ambassador to Israel dur-
ing Mr. Netanyahu’s term as prime
minister.
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MOSCOW—Russia’s budget defi-
cit could swell to 8% of gross do-
mestic product in 2009, costing
the country about $70 billion, the
Kremlin’s top economic adviser
said Wednesday.

The figure given by Arkady Dvork-
ovich was higher than previous fore-
casts. Last week, he said the deficit
would likely be around 6% of GDP.

To compensate for the deficit,
Russia this year would be ready to

use about half the $137 billion it has
in a reserve fund, Mr. Dvorkovich
said. Some of that money will be
spent to support banks.

The reserve fund accumulated
money in recent years when oil
prices were high. But oil prices have
fallen to about half the level on which
the 2009 budget was balanced.

The government is considering
redrafting its budget on the basis of
oil prices at $41 a barrel, down from
the originally projected $95.

Russia expects 8% budget deficit
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Banks lead regional decline
in reaction to U.S. bailout
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By Laura Santini

And Jonathan Cheng

HONG KONG—As Hong Kong offi-
cials debate a proposed rule that
would restrict trading by insiders,
the uncertain stance of the city’s top
securities regulator has complicated
the matter.

Known as the blackout rule, the
measure has provoked fierce opposi-
tion from Hong Kong’s business elite,
who say it would be among the tough-
est in the world if implemented and
could keep directors and other insid-
ers from trading shares for as long as
seven months of the year. The rule
was set to come into effect Jan. 1, but
Hong Kong postponed it to April 1 in
response to the protests, and local of-
ficials are negotiating their next
step.

Opponents of the rule won key
support last week from Eddy Fong,
chairman of Hong Kong’s Securities
and Futures Commission, which has
the ability to scuttle the proposal. In
an interview with a local newspaper,
he called the blackout rule “a pain in
the neck” and said the commission
should reconsider it.

Mr. Fong’s words sowed confu-
sion among some people involved in
the negotiations, who said the SFC
had been a steady backer of the rule.
The commission approved the rule
this past autumn, after a public com-
ment period expired with little fuss.
“There’s no way they anticipated the
controversy being what it is,” said a

person familiar with the talks.
One of the people involved

pointed to a 2007 letter by Brian Ho,
the SFC’s executive director of corpo-
rate finance, to the operators of Hong
Kong’s stock exchange cataloging rea-
sons for adopting the rule.

In the letter, reviewed by The
Wall Street Journal, Mr. Ho de-
scribed the agency as “championing”

the rule. “The current requirements
are out of line with international best
practice,” he wrote.

An SFC spokesman declined to
comment on where the commission
stands on the blackout rule, saying it
would listen to market opinion.
Through the spokesman, Messrs.
Fong and Ho declined to comment.

The fight amounts to a public-rela-
tions black eye for Hong Kong, a spe-
cial administrative region of China
that is looking for ways to preserve
its status as a center of Asian finance.
While SFC officials face pressure to
modify or kill the rule, they also face
criticism from shareholder activists,
local legislators and some businesses
for retreating from greater regula-

tion in a time when markets around
the world are tightening theirs.

“My reading is that Hong Kong
was moving toward global stan-
dards,” said Hugh Young, a Sin-
gapore-based portfolio manager at
Aberdeen Asset Management. A
change that suggests Hong Kong has
flip-flopped, he added, “is obviously
not right.”

The blackout rule would prohibit
directors and other insiders from
trading in the time between when a
company’s reporting period ends
and its disclosure of financial results.
Currently, insiders are prohibited
from trading for up to two months
each year after the end of reporting
periods. In Hong Kong, companies
have four months to report year-end
results.

The commission is in discussions
with Hong Kong Exchanges & Clear-
ing Ltd., which runs Hong Kong’s
stock exchange and is known as
HKEx, over what to do next, accord-
ing to the people familiar with the
matter.

The two are discussing a compro-
mise that would lengthen the black-
out period but not cover the entire pe-
riod before earnings are disclosed,
these people said.

While the SFC can reject the rule,
it must first consult with Hong
Kong’s financial secretary, who is ap-
pointed by the city’s top administra-
tor, Chief Executive Donald Tsang.
HKEx can also affect the outcome of
the rule.

Hong Kong regulator roils debate

Ruble posts decisive advance
Currency rises 1.9%
as it reverses a period
of daily devaluations
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By V. Phani Kumar

And Rosalind Mathieson

Most Asian stock markets de-
clined Wednesday after Wall Street
gave the thumbs down to U.S. Trea-
sury Secretary Timothy Geithner’s
revised proposal to shore up U.S.

banks, though the
declines weren’t as
large as in the U.S.

HSBC Holdings,
down 4.8% in Hong

Kong, and KB Financial Group,
down 3.8% in Seoul, led banks lower
amid a regional retreat.

Tokyo markets were closed for a
holiday.

Hong Kong’s Hang Seng Index
was the worst performer in Asia,
dropping 2.5% to 13539.21 after five
days of gains. In addition to HSBC’s
weakness, the local market was hurt
by a fall in oil-company shares. Pet-
roChina sank 3%, Cnooc dropped
2.9%, and China Petroleum & Chem-
ical, or Sinopec, slid 4.8%.

Chinese Internet company Ten-
cent Holdings rose 2.3% after Credit
Suisse maintained its “outperform”
rating on the stock, saying the com-

pany has a high-quality manage-
ment team and lower risks from a di-
versified business portfolio.

In Sydney, Australia & New
Zealand Banking Group fell 3.5%.

Going against the tide, Rio Tinto
jumped 6.2% on news that Alumi-
num Corp. of China, or Chinalco,
may invest as much as $20 billion in
the Anglo-Australian miner. Rio Tin-
to’s stock also was helped by reports
in Australian media that the com-
pany had received several expres-
sions of interest for some assets.

Singapore’s Straits Times
bucked the regional trend, rising
1.1% to 1721.97. Singapore Airlines
gained 4.2% after posting better-
than-forecast third-quarter results
a day earlier.

Neptune Orient Lines fell 3.2%
after it swung to a loss in the fourth
quarter—its first loss in six years—
amid a downturn in the container-
shipping industry.

Taipei’s Weighted Index climbed
1.1% to 4575.95. Nanya Technology
surged 6.4% after it submitted a pro-
posal with its U.S. partner, Micron
Technology, to consolidate Tai-
wan’s DRAM industry.

The blackout rule
has provoked fierce
opposition from the
business elite.
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MOSCOW—The ruble strength-
ened a record 1.9% against a euro-dol-
lar basket of currencies, boosted by li-
quidity constraints and, at least for
now, turning its back on a period of
frequent daily devaluations.

Central-bank efforts to draw a
line under the ruble’s weakening ap-
pear to be working—the ruble closed
at 39.77 to the basket Wednesday, up
1.9%, or 77 kopecks, and moving fur-
ther away from the 41 boundary of its
trading band.

“The market is playing on a
theme of a strengthening ruble and
the [central bank] warnings that ru-
ble liquidity will be reduced,” said

Viktor Kholoshnoy, a trader at Gaz-
prombank.

A sure-fire appreciation bet while
Russia’s economy boomed on soar-
ing oil prices, the ruble’s fortunes re-
versed abruptly in August when a
brief war with Georgia and high-pro-
file corporate wrangles spooked in-
vestors. A collapse in crude-oil prices
and the worst economic outlook in a
decade kept the currency falling.

Russia spent roughly a third of its
foreign-exchange reserves, or $200
billion, to cushion the devaluation
process and stopped only late last
month, once the ruble had lost more
than a quarter of its value versus the
basket.

The central bank then called on
its full arsenal to ensure that the ru-
ble stay within the new trading band:
increasing interest rates, limiting the
money on offer at its liquidity opera-
tions and cautioning investors
against depreciation bets.

Wednesday’s jump in the ruble
was the biggest since the current
composition of the basket—at 45%
euros and 55% dollars—was set two
years ago. Before embarking on that
gradual-depreciation policy, the cen-
tral bank had been allowing only
gradual appreciation, in steps of
around 10 kopecks at a time.

Demonstrating the demand for ru-
bles, bids at Wednesday’s two one-
day repo auctions topped 250 billion
rubles ($6.29 billion), while the cen-
tral bank allocated 153 billion rubles.

Russia’s monetary base fell to 3.8
trillion rubles as of Feb. 2, the small-
est since late 2007, weekly data
show.

“A shrinking money base sup-
ports our expectations that devalua-
tion of the ruble is over, at least for
the next several months, as it creates
a shortage of the domestic liquidity
necessary for further run on the ru-
ble,” UniCredit said in a note.
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By Matthew Rosenberg

Gunmen wearing suicide vests
stormed Afghanistan’s Justice Min-
istry and set off bombs in another
building in Kabul on Wednesday,
leaving at least 20 people dead, in
an apparent show of strength by the
Taliban on the eve of a visit by the
new U.S. special envoy to the region.

The daylight attack in Kabul’s
heavily guarded center highlighted
the dire security situation in the coun-
try a day ahead of the scheduled ar-
rival of envoy Richard Holbrooke, who
has been in Pakistan since Monday.

The Taliban has been gaining
dominance in rural areas and far-
flung provincial centers where the
government’s writ is weak or nonex-
istent, but Wednesday’s attack
showed the group’s ability to reach
beyond those strongholds in south-
ern and eastern Afghanistan.

It isn’t clear how the attackers
breached a maze of cement barri-
cades and sandbagged checkpoints
manned by armed guards. That they
reached the city’s center suggested
Taliban infiltration of the Afghan se-
curity forces, a persistent problem
that has plagued the U.S. effort to un-
dermine the insurgency, said a West-
ern diplomat in Kabul.

Afghanistan’s intelligence chief,
Amrullah Saleh, said the assailants
sent three text messages to Pakistan
“calling for the blessing of their mas-
termind” before launching the at-
tack. He provided little evidence to
back his claim of a Pakistani link,
but there are strong ties between
militants in both countries.

There was no immediate re-
sponse from Islamabad to allegations
that its nationals were involved.

The suggestion of a Pakistani
link threatened to further compli-
cate relations between the U.S., Af-
ghanistan and Pakistan. Most of the
Taliban’s and al Qaeda’s leadership
is believed to be hiding in Pakistan,
and Washington has long pressed Is-
lamabad to take more forceful ac-
tion against them.

The attack was one of the most
brazen in the Afghan capital since a
U.S.-led war removed the Taliban
from power in 2001.

It began midmorning when a sui-
cide bomber set off his explosives at
the entrance to the Justice Ministry
in an apparent attempt to kill as
many security guards as possible.

That explosion cleared the way
for four other assailants to storm in.
“The gunmen were running into the
hallway, they were shooting at any-
one,” said Mohdullah Khan, a
36-year-old ministry employee.

Mr. Khan said he escaped by
quickly flipping off the light in his
ground-floor office and scrambling
out a window.

In a near-simultaneous attack,
two suicide bombers detonated
their explosives inside the Justice
Ministry’s prisons directorate in
northern Kabul, authorities said.

The four gunmen appeared to
control the main ministry building
for some time, and sporadic bursts
of gunfire could be heard as they bat-
tled security forces. At the height of
the fighting, Justice Minister Sar-
war Danesh told the Associated
Press by cellphone that he was holed
up in the building, where a number
of gunmen were also hiding.

Another ministry employee,
Shamsullah Jawaid, said he saw an
attacker using a walkie-talkie to com-
municate with the other gunmen.

Mr. Jawaid said his driver, who
was in his office, tried to shut the
door, but “they kicked it from out-
side and managed to enter the room
and shot my driver.” Mr. Jawaid said
he had been shot and wounded in
one leg, and his driver was killed.

As fighting raged inside the
building, Afghan police and sol-
diers swarmed through the center
of the city and ambulances raced
down streets, ferrying the wounded
to hospitals.

Ten people were killed at the Jus-
tice Ministry before police gunned
down the attackers, Interior Minister
Hanif Atmar told reporters. Bomb ex-
perts soon after defused the unex-
ploded suicide vests. A fifth attacker
was shot dead by security forces out-
side the nearby Education Ministry.

“In total, 20 people have been
killed, 57 have been wounded,” Mr.
Atmar said. His tally didn’t include
the eight gunmen.

A Taliban spokesman, Zabiullah
Mujaheed, said the attacks were in
response to mistreatment of Tali-
ban prisoners held by Afghanistan.

“We have warned the Afghan gov-
ernment to stop torturing our pris-
oners,” Mr. Mujaheed told the AP in
a phone call. “Today we attacked
Justice Ministry compounds.”

It wasn’t clear if the attack was
timed to Mr. Holbrooke’s visit. But it
was a stark illustration of the chal-
lenges he and the rest of Mr. Obama’s
team face as they try to shape a new
U.S. policy on Afghanistan.

Mr. Obama has declared the war a
top priority and is planning to double
U.S. forces in Afghanistan by deploy-
ing another 30,000 soldiers in an ef-
fort to beat back the Taliban, who
control wide swaths of the country.

The new deployments, however,
don’t address the source of the in-
surgency in the rugged Pakistani
tribal belt that runs along the bor-
der with Afghanistan. The Taliban
and al Qaeda have put down deep
roots in the region since 2001 and
are believed to use it as a staging
area and logistics hub.

While U.S. and Afghan officials
have praised recent Pakistani ef-
forts to take on the Taliban in tribal
areas, they accuse elements in Paki-
stan’s Inter-Services Intelligence
agency of protecting the Taliban’s
leadership, with whom Islamabad
once enjoyed close relations.

ISI officials insist the Taliban’s
leadership spends most of its time
in Afghanistan, but senior officials
privately acknowledge that the
agency maintains contacts with the
group’s leaders, including Mullah
Omar and Jalaluddin Haqqani.

Mr. Haqqani’s faction was ac-
cused of orchestrating the truck
bombing that destroyed the Indian
Embassy in Kabul last year. U.S. and
Indian officials have said that opera-
tion was mounted with ISI assis-
tance, a charge Islamabad denies.

Mr. Holbrooke got a taste of how
little control Islamabad maintains
over its border regions on Wednes-
day when a bomb went off in Pesha-
war, which lies astride the tribal ar-
eas, around the same time he was
visiting the city.

The U.S. envoy appeared to be no-
where near the site of the attack,
which killed a secular lawmaker and
wounded six other people, police
said.

U.S. efforts in Afghanistan hit an-
other snag last week when the presi-
dent of Kyrgyzstan said he would
evict U.S. forces from an air base
used to support the war. President
Kurmanbek Bakiyev made the an-
nouncement in Moscow after secur-
ing Russian aid—creating the impres-
sion he was doing Moscow’s bidding.

Russian Foreign Minister Sergei
Lavrov said that Russia is open to
the possibility of letting the U.S. and
the North Atlantic Treaty Organiza-
tion transport weaponry across its
territory to Afghanistan. But he sug-
gested that Russia–NATO relations—
frozen after Russia’s war with Geor-
gia last year—would have to be re-
stored first.

Moscow has allowed non-lethal
cargo from European nations to
cross its territory on the way to Af-
ghanistan and said last week it
would let the U.S. do the same.

Kyrgyz President Bakiyev in-
sisted Wednesday he was ejecting
U.S. forces for purely economic rea-
sons because the U.S. refused to pay
more rent, the Associated Press re-
ported. The United States now pays
$63 million a year for use of the
base, the AP reported.

A parliamentary vote on approv-
ing the closure has been delayed,
suggesting negotiations on a settle-
ment may continue.

Taliban kill 20 in Kabul
Attack on ministry
in high-security zone
linked to Pakistan

The attack showed
the Taliban’s ability
to reach beyond its
strongholds.

The scene of one of several attacks in Kabul on Wednesday, where suicide bombers
and gunmen killed 20 people at Justice Ministry buildings. Eight attackers died.
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NOTICE OF NOBLE COURT MEETING
--------------------------------------------------------------------------------------------------------------------------------
IN THE GRAND COURT OF THE CAYMAN ISLANDS

CAUSE NO 63 OF 2009
IN THE MATTER OF SECTIONS 86 AND 87 OF THE COMPANIES LAW (2007 REVISION)
AND IN THE MATTER OF NOBLE CORPORATION
AND IN THE MATTER OF NOBLE CAYMAN ACQUISITION LTD.
--------------------------------------------------------------------------------------------------------------------------------
NOTICE IS HEREBY GIVEN that, by an order dated February 9, 2009 (the "Order") made in the above matter, the
Grand Court of the Cayman Islands (the "Grand Court") has directed a meeting (the "Noble-Cayman Scheme
Meeting") to be convened of the holders of ordinary shares of Noble Corporation ("Noble-Cayman") for the
purpose of considering and, if thought fit, approving, with or without modification, a scheme of arrangement (the
"Noble-Cayman Scheme") proposed to be made between Noble-Cayman and its Scheme Shareholders (as defined
in the Noble-Cayman Scheme) and that the Noble-Cayman Scheme Meeting will be held on March 17, 2009 at 10:00
a.m., local time, at the Hotel Granduca, 1080 Uptown Park Boulevard, Houston, Texas 77056, at which place and time
all such holders of ordinary shares of Noble-Cayman are requested to attend.

The Noble-Cayman Scheme is interdependent upon, a further scheme of arrangement between Noble Cayman
Acquisition Ltd. and the holder of its ordinary shares (the "Merger Sub Scheme").

Copies of the Noble-Cayman Scheme and the Merger Sub Scheme (together, the "Schemes") and a copy of an
explanatory statement explaining the effect of the Schemes are incorporated in the proxy statement of which this
Notice forms part. A copy of the said proxy statement can also be obtained by the above-mentioned holders of
ordinary shares of Noble-Cayman from Noble-Cayman's proxy solicitor in the United States being The Altman Group,
Inc., 1200 Wall Street West, 3rd Fl., Lyndhurst, New Jersey 07071.

The above-mentioned holders of ordinary shares of Noble-Cayman as at the record date set by Noble-Cayman for the
Noble-Cayman Scheme Meeting, being February 10, 2009, may vote in person at the Noble-Cayman Scheme Meeting or
they may appoint one or more proxies, whether a member of Noble-Cayman or not, to attend and vote in their stead.
A form of proxy for use at the Noble-Cayman Scheme Meeting is enclosed with the proxy statement of which this
Notice forms part.

If such ordinary shares are held in joint names, then either the holder whose name
appears first in the Register of Members of Noble-Cayman or each holder should sign. If signing as Attorney, Executor,
Administrator, Trustee or Guardian, please give your title as such. If the signer is a corporation, please sign in the full
corporate name by a duly authorized officer.

It is requested that forms appointing proxies be lodged, by post, with Noble Corporation, c/o The Altman Group, Inc.,
P.O. 238, Lyndhurst, New Jersey 07071-9902, or that proxies are appointed via telephone or the Internet, in accordance
with the instructions set out in the form of proxy, no later than the time appointed for the Noble-Cayman Scheme
Meeting, but if forms are not so lodged or proxies not so appointed, forms may be handed to the chairman of the
Noble-Cayman Scheme Meeting at the meeting.

By the Order, the Grand Court has appointed David W. Williams, a director of Noble-Cayman, or failing him Michael A.
Cawley, also a director of Noble-Cayman, or failing him any other person who is a director of Noble-Cayman as at the
date of the Order to act as the chairman of the Noble-Cayman Scheme Meeting and has directed the chairman of the
Noble-Cayman Scheme Meeting to report the results thereof to the Grand Court.

The Noble-Cayman Scheme will be subject to a subsequent application seeking the
sanction of the Grand Court which shall be heard at 10:00 am on March 26, 2009 or as soon thereafter as it may be
heard.

Dated the 11 day of February 2009.

MAPLES AND CALDER
P.O. Box 309GT
Ugland House
South Church Street
George Town, Grand Cayman, Cayman Islands
Attorneys for Noble Corporation
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Swedish pension fund says
assets declined $6 billion

Sweden sells Carnegie
Buyout firms take
investment bank off
government’s hands

www.efinancialnews.com

By Toby Lewis

Two Nordic private-equity firms
have bought Sweden’s Carnegie In-
vestment Bank AB and affiliated in-
surer Max Matthiessen AB from
state ownership for at least 2.2 bil-
lion kronor ($262.5 million).

Altor Equity Partners and Bure
Equity AB paid 1.4 billion kronor
for Carnegie with a promise to pay
at least 250 million kronor more, de-
pending on the performance of cer-
tain credit positions owned by the
more than 200-year-old invest-
ment bank. They have agreed to
pay 500 million kronor for Max Mat-
thiessen with a promise to pay the
final 150 million kronor of the
amount by the end of April 2010.

The deal comes after the Swed-

ish government, through its Na-
tional Debt Office, took over Carn-
egie and Max Matthiessen in No-
vember. Sweden’s Financial Super-
visory Authority said at the time
that Carnegie had taken excep-
tional risks by lending large
amounts of money to a single cus-
tomer—leading to a one billion kro-
nor write-down—and that it broke
the law by acting as a guarantor for
the same funds it also managed.

The deal by Altor and Bure is one
of the first buyouts from a govern-

ment since the credit crunch began.
Other distressed acquisitions from
governmentsincludetheAugustpur-
chase by Lone Star Germany, a unit
of U.S. financial investor Lone Star
Funds, of a 90.8% stake in troubled
IKB Deutsche Industriebank AG for
an undisclosed amount.

Altor will take a 65% stake in both
businesses while Bure will hold 35%
in each. A statement by the firms
said Carnegie had “a strong financial
position” with 2.7 billion kronor in
shareholders’equity and a Tier 1 cap-
ital ratio—a measure of a bank’s abil-
ity to absorb losses—of 3 at the end
of December.

Following Carnegie’s difficul-
ties, management and the National
Debt Office shrank the company’s
balance sheet from 45.1 billion kro-
nor at the end of the second quar-
ter last year to 14.8 billion kronor
at the end of the fourth quarter.

The statement said Carnegie’s
business would be focused on client-
driven business rather than on bal-
ance-sheet-driven activities such
as proprietary trading and equity fi-
nance—the areas that had caused
the bank difficulties.

Lazard advised the Swedish gov-
ernment. Morgan Stanley, Swedish
advisory firm Lenner & Partners
Corporate Finance AB and U.K. ac-
countants PricewaterhouseCoopers
and law firm Linklaters LLP ad-
vised the buyout firms.

Restructuring becomes
executives’ top priority

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

Carnegie’s offices in Stockholm. It was
founded in 1803 as a trading company.
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By Elizabeth Pfeuti

One of Sweden’s state pension
funds is to cut its staff by about a
third and alter its investment style
after the value of its assets fell by al-
most 50 billion Swedish kronor, or
$6 billion, last year.

Sweden’s AP1 pension fund said
Wednesday, ahead of its full-year re-
sults next week, that it will lay off
20 employees and move others to
different internal positions. The
fund employed 66 people at the end
of June last year, 30 of whom were
directly or indirectly involved in
making investment decisions, ac-
cording to its half-year report pub-
lished at the time.

The value of the fund’s assets fell
22% to 172 billion kronor last year, a
48-billion-kronor fall since the end
of 2007. AP1 reported positive re-
turns of 4.6% in 2007, which it attrib-
uted at the time to “healthy re-
turns” in fixed-income and non-
Swedish equity investments, mainly
in emerging markets.

AP1, along with two other Swed-
ish state pension funds, is due to re-
lease full 2008 results next week.
Last week, AP2 posted a net loss of
55.1 billion kronor for 2008, and
said the value of its assets fell 24%
to 173.3 billion kronor.

Sweden’s four AP funds were set
up in 2003 to provide a fallback or
buffer to the Swedish state pension
system, ensuring that the country’s
retirement commitments can al-
ways be met. AP1 also plans to re-
view how many outside investment
managers it needs to use, and what
goals they should focus on.

Johan Magnusson, managing di-
rector of AP1, said the fund’s in-
house managers would focus on
broad, strategic asset allocation,
handing active management respon-
sibilities to external parties. The
fund uses 18 external managers, in-
cluding BlackRock, UBS and Capital
International to look after about 70
billion kronor.

“We need to focus on one thing
as it is too difficult to combine ac-
tive management and allocation
strategies in-house,” Mr. Magnus-
son said.

AP1’s return target of 5.5% has
historically included 0.5% reliant on
active management; this has now
been removed. The fund’s in-house
strategic and tactical asset-alloca-
tion teams are set to be merged, as
are the currency and fixed-income
teams. This will allow the fund to
take a top-down approach, focusing
on general asset classes, geographic
areas and sectors rather than indi-
vidual stock picking. Teams work-
ing on equity allocation would suf-
fer the biggest staffing losses, ac-
cording to the fund.

In the fund’s 2007 annual report,
it was noted that staff turnover had
increased sharply during the previ-
ous two years. In an attempt to re-
tain more employees, the board im-
plemented a bonus plan last year. Ex-
penditure on salaries and remunera-
tion cost AP1 57 million kronor in
2007, but pension and social-secu-
rity payments took total compensa-
tion to 158 million kronor. About
half of the layoffs announced
Wednesday are to come from invest-
ment staff, with the remainder from
back-office functions.

By Dawn Cowie

The economic downturn has
made restructuring the main con-
cern of global executives, with the is-
sue climbing the agenda faster than
any other corporate strategy, ac-
cording to a new survey by manage-
ment consultancy McKinsey & Co.

The proportion of executives
who said their companies had al-
ready taken action to restructure to
cope with the economic turmoil, or
have a plan in place to do so, in-
creased from 28% in November to
37% last month. The results were
based on a McKinsey survey of 1,820
executives from all regions and in-
dustries.

The results come as boutique ad-
visory firms, which are finding less
merger-and-acquisitions work to do,
expand their restructuring and debt-
advisory businesses. The proportion
of executives surveyed by McKinsey
who said their companies are seek-
ing M&A opportunities was 21% last
month, a one percentage-point de-
cline compared with November.

The most common strategies for
handling the economic conditions
were reducing operating costs, at
74%; increasing productivity, at
45%; and reducing capital invest-
ments, at 38%.

Although investment banks are
predicting a surge in equity issues

this year as companies turn to share-
holders for capital to survive the
downturn, this process is only start-
ing. The McKinsey survey found
that the proportion of companies
that have sought external funding
since mid-September has remained
stable over the past six weeks at
about one quarter.

A recent report by Citigroup ana-
lysts predicted that European com-
panies could try to raise between
Œ200 billion ($258 billion) and Œ300
billion of equity over the next one to
two years.

So far, most companies that have
needed to strengthen their balance
sheets reported that they have been
able to access the capital markets.
Nearly half of the executives sur-
veyed by McKinsey said they were
able to obtain all the funds they
needed, the same proportion as in
September. Most of the rest said
they were able to obtain some, but
not all, the capital they sought.

When asked for their views on
the likely severity of the downturn,
44% of executives said they expect a
“battered but resilient economy,”
meaning a recession of about 18
months, and 40% expect an upturn
to begin by the end of this year.

Meanwhile, 55% said that a “long
freeze”—a recession of more than
five years and continued tight
credit—is the least likely outcome.
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