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Angela Merkel with Foreign Minister Frank-Walter Steinmeier, right, and the Social Democrats’ Peter Struck.

Germany shifts to the right
Economic slump improves Merkel’s election outlook as support grows for her pro-business allies

Ice, the final frontier, for Norway oil firm

Stimulus plan energizes high-tech companies

A
lla

n 
Kl

o 
 

By Marcus Walker

BERLIN—German Chancel-
lor Angela Merkel’s chances
of a decisive win in elections
later this year are rising, as
the downturn in Europe’s big-
gest economy boosts support
for her pro-business allies.

Recent opinion polls sug-
gest Ms. Merkel’s conserva-
tive Christian Democrats
could win the September vote
in alliance with the Free Demo-
crats, a small party that
stands for lower taxes and
smaller government. Such a
victory would allow her party
to escape the confines of the
current coalition with its left-
leaning rivals, the Social Dem-
ocrats. Just months ago, ana-
lysts assumed Ms. Merkel
would be stuck with the Social
Democrats for the long term.

The latest opinion poll by
the Forsa Institute in Berlin
this week put support for
right-leaning parties at 52%,
enough to form a govern-
ment, compared with 44% sup-
port for parties on the left.

The shift in Germany ap-
pears to confirm a European
trend of political conserva-
tives on the rise. In the U.K.,
the Conservative Party is
widely expected to win elec-
tions that Labour Prime Minis-
ter Gordon Brown must call
by May 2010. France and Italy
don’t face elections soon, but
opinion polls suggest the cen-
ter-right governments of
French President Nicolas
Sarkozy and Italian Prime
Minister Silvio Berlusconi
would win easily if votes were
held today.

Ms. Merkel won a wafer-
thin victory in the last elec-
tion in 2005, and was forced
to form a ruling coalition with
the Social Democrats. Since
then, she has abandoned cam-
paign pledges to make further
market-oriented reforms in
Germany and has moved to
the political center.

As Ms. Merkel’s party has
shifted, voters have re-
sponded by switching their
support. As a result, her in-
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Capitalism isn’t dead
The free market is still the
way back to prosperity,
says Mart Laar. Page 11

Statoilhydro's pioneering liquefied natural gas plant on an island off
Hammerfest in Norway has encountered an array of problems.

By Amy Schatz

AndElizabethWilliamson

WASHINGTON—High
technology and diversified
tech conglomerates that
made efforts to shape the
stimulus plan emerged as
big winners in the draft bill
scheduled for a vote Friday.

General Electric Co.,
whose chief executive, Jeff
Immelt, serves as a White

House adviser, will likely
benefit from a dozen provi-
sions in the bill, from appli-
ance rebates to water-treat-
ment spending and wind-en-
ergy tax breaks. Google Inc.
and Microsoft Corp. stand
to benefit from billions of
dollars slated for technol-
ogy infrastructure, environ-
mental and educational
projects aimed at improving
U.S. competitiveness.

“We always work to have
a seat at the table where im-
portant projects are being
considered,” said GE spokes-
man Peter O’Toole. The
sweeping portfolio of GE
businesses assembled under
Mr. Immelt, he said, “is not
focused on short-term
nickel-and-dime victories.
It’s focused on long term,
big commitments, big
swings.”

The bill sets aside $4.4
billion to upgrade the na-
tion’s electrical grid, an is-
sue championed by Google
CEO Eric Schmidt, GE and
other tech companies.

Congress also set aside
$19 billion for health infor-
mation technology that
would digitize health
records and set privacy and
data standards. As the bill
was drafted, tech companies

worked to beat back con-
cerns among some lawmak-
ers that digitizing patient
records could compromise
privacy, arguing that the ef-
fort would cut medical
costs.

“We believe information
technology can help create a
connected health system
that delivers predictive, pre-
ventive and personalized
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By Guy Chazan

HAMMERFEST, Nor-
way—A Norwegian oil com-
pany has gone to the ends of
the earth—almost liter-
ally—to get at some of the
world’s last untapped energy
resources.

StatoilHydro ASA oper-
ates a pioneering venture
deep inside the Arctic Circle,
energy’s final frontier. The
company pumps natural gas
from under the freezing wa-
ters of the Barents Sea, cools
it into a liquid and exports it
to Europe and the U.S.

The project, Snoehvit,
has taken StatoilHydro and
the entire oil and gas indus-
try into uncharted territory.
Before, no one had ever pro-
duced liquefied natural gas
in the Arctic—or in Europe,
for that matter. And blazing
that trail has been fraught

with problems, putting Snoe-
hvit behind schedule and
over budget.

The start-up challenges
were more severe than we an-
ticipated,” says Knut Henrik

Dalland, vice president of
Hammerfest LNG, the Statoil-
hydro-led venture, with Nor-
dic understatement.

But the lure of the Arctic
has proved irresistible, and
not only for StatoilHydro.
The region is thought to con-
tain just over a fifth of the
world’s undiscovered oil and
gas resources. Even conserva-
tive estimates put its re-
serves at 100 billion barrels
of oil.

That’s made it a huge draw
for Western oil companies fro-
zen out of places like the Mid-
dle East. Last year, in a record
lease sale, Royal Dutch Shell
PLC paid $2.1 billion for explo-
ration blocks in the Chukchi
Sea, off the coast of Alaska.
Shell says it’s potentially one
of the most prolific oil fields
left in the world and could re-
place the Gulf of Mexico as a
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Renault posted a steep fall
in 2008 profit and unveiled a
raft of strategic and opera-
tional changes, such as delay-
ing construction of factories
in India and scrapping plans
to make bigger cars with
higher profit margins. Page 2

n Industrial production fell
sharply in the euro zone, un-
derpinning expectations of a
rate cut, and GDP contracted
in Spain and France. Page 3

n Economists have become
more bearish on the U.S. econ-
omy, revising downward their
GDP forecasts for the sec-
ond half of the year. Page 3

n U.S. stocks ended little
changed, as a selloff in the
financial sector relented. Eu-
ropean shares fell for a third
straight day. Page 16

n Swiss Re’s new chief, Ste-
fan Lippe, faces the task of
backing the reinsurer away
from Aigrain’s risky and un-
profitable strategies. Page 3

n An ECB policy maker ex-
pects lawmakers to give the
central bank supervisory power
over euro-zone banks, but Brit-
ain plans to steer clear. Page 15

n Tesco is expanding a line
of discount products in an
effort to drop prices and
fend off competition. Page 4

n Pakistan acknowledged
that the Mumbai attacks
were partly planned on its
soil and said it had arrested
most of the plotters. Page 8

n French oil company Total
posted a quarterly loss but
said it doesn’t plan to shelve
any large projects. Page 7

n Putin backed limited tax
cuts for the Russian oil indus-
try, signaling some short-
term relief for the sector.

n Eastern Europe faces fall-
ing industrial production along
with slumping exports to Eu-
rope’s wealthier West. Page 8

n Potential hurdles cropped
up to Chinalco’s proposed
$19.5 billion investment in
Rio Tinto. Pages 15, 28

n GLG said assets under man-
agement shrank 40% in 2008,
leaving the hedge fund close to
breaking loan terms. Page 17

n Pope Benedict will visit
Israel in May and told Jew-
ish leaders that denying the
Holocaust isn’t acceptable.

n Coke reported better-than-
expected profit but falling rev-
enue revealed challenges posed
by a stronger dollar. Page 6
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You would think “alumi-
num” would be a dirty word
in Rio Tinto’s boardroom
these days. Far from it. Hav-
ing left itself at the tender
mercies of the credit mar-
kets with the overpriced Al-
can acquisition in 2007, Rio
has turned for succor to an-
other aluminum producer.

Aluminum Corp. of Chi-
na’s $19.5 billion infusion
into Rio relieves it of its
most pressing concern,
namely the need to refi-
nance roughly $19 billion of
debt over the next two
years. But state-controlled
Chinalco’s help carries a big
cost.

Rio says it has struck a
hard bargain in selling mi-
nority stakes in some key
assets and issuing convert-
ible bonds to Chinalco. The
price for the assets is equiv-
alent to a 124% premium to
the enterprise value, Rio
says. But that uses a flatter-
ing measure: taking the pur-
chase price of the minority
stakes as a percentage of
Rio’s total enterprise value,
and comparing that with
Chinalco’s theoretical share
of Rio’s profits in the sec-
ond half of 2008.

The trouble is, Chinalco

is getting some of the best
assets. Anyway, the second
half of 2008 was a particu-
larly volatile period to use
as a profit benchmark. Us-
ing the net present value of
Rio’s estimated future cash
flows, Chinalco is likely pay-
ing just a small premium.

The bigger issue, how-
ever, is the strategic impact
of Chinalco’s growing in-
volvement in Rio’s future. If
it does end up converting
its bonds and taking an 18%
stake in Rio, Chinalco’s pres-
ence will present a poison
pill to any potential ac-

quirer: Strike one for Rio’s
minority shareholders.

Strike two is doubts over
Rio’s future ability to secure
the best prices for its raw
materials from China, one
of its main customers. Rio
says it has put in place mul-
tiple safeguards. But Beijing
is hardly likely to be stump-
ing up almost $20 billion
just for a steady dividend
stream. This issue could dog
Rio and its valuation for
years to come.

Strategic benefits look
limited. Market access for
Rio isn’t an issue, given Chi-

na’s appetite for raw materi-
als of all types. Exploration
rights in China could yield
gains eventually. However,
if they are substantial
enough, it seems dubious
that Chinalco will be happy
with minority stakes in
them.

So why did Rio choose
this deal? Money—the one
commodity Beijing has in
spades. A $19.5 billion eq-
uity issue would have been
a nonstarter.

Conceivably, though, Rio
might have been able to tap
existing investors for $9 bil-

lion to meet this year’s debt
schedule, although it may
have had to come back
again in 2010. Chinalco’s in-
volvement averts that poten-
tial embarrassment—useful,
because it has already led to
one boardroom bust-up. But
it can’t hide the fact that
Rio is seeking to take a big
step into the unknown in or-
der to manage the fallout
from another, earlier strate-
gic move. Shareholders can
hardly be confident the out-
come will be positive.

—Matthew Curtin
and Liam Denning

Europe shouldn’t leave Kroes to fight protectionism on her own

Hillary Clinton heads to China and other Asian nations on her first trip abroad as
secretary of state. The agenda may include economic and security issues.

Hillary Clinton makes Asia a U.S. priority
Secretary of state
launches her tenure
with visit to Asia

During Hillary Clinton’s failed
presidential run, she cited the
China relationship as Washing-
ton’s most important.

As U.S. secretary of state, she is
moving to establish China as a pri-
ority, making her first trip abroad
to China and three other Asian na-
tions. It’s a break with the tradition
among secretaries of state of visit-
ing Europe first.

In China, Mrs. Clinton is ex-
pected to discuss a gamut of eco-
nomic, security and environmental
issues with her hosts, including
Beijing’s response to the global fi-

nancial crisis and its role in curb-
ing North Korea’s nuclear pro-
gram.

While officials in Washington
don’t plan dramatic shifts in Asia
policy, Asia experts see opportuni-
ties for advancing U.S.-China rela-
tions during Mrs. Clinton’s Beijing
trip.

Among them is resuming mili-
tary-to-military talks frozen by
Beijing last year after the Bush ad-
ministration approved new arms
sales to Taiwan.

The U.S. and China are also ex-
pected to outline a joint strategy to
address global warming and other
environmental issues. Mrs. Clinton
may announce U.S. funding of
green projects in China, such as en-
vironmentally friendly buildings,
according to people familiar with
the discussions.

“You’ve got something that
could be a win-win bilateral rela-
tions move and could be launched
quickly,” said David Hathaway,
managing director in China for ICF
International, an environmental
consulting firm.

Mrs. Clinton is expected to build
on the Bush administration’s foun-
dations in dealing with China. Un-
der President George W. Bush, the
U.S. established two formal engage-
ment channels with Beijing in re-
cent years—the “senior dialogue”
focused on security issues and a
“strategic economic dialogue” led
by former Treasury Secretary
Henry Paulson.

Mrs. Clinton has said the Obama
administration will seek “a more
comprehensive approach” to en-
gaging Beijing, without specifying
the issues to be addressed. China
analysts said these comments have

piqued the interest of Chinese lead-
ers who fear they could signal
more U.S. attention to Chinese hu-
man rights, Tibet and Beijing’s sup-
port for dictatorial governments in
Myanmar and Sudan.

Trade is another potential flash
point. During the campaign, Presi-
dent Barack Obama was critical of
some Chinese trade practices, and
his treasury secretary, Timothy
Geithner, has accused China of ma-
nipulating its currency.

Chinese officials are seen as par-
ticularly interested in learning
who in the Obama administration
will be driving China policy, and
through what mechanisms.

Mrs. Clinton’s trip to China is
also stoking speculation that the
former first lady intends to take
the lead in overseeing U.S.-China
relations. Some U.S. officials have
said Vice President Joe Biden could
also emerge as the official to take
that role.

“Without question, the Chinese
will be anxious to understand how
China policy will be managed in the
new administration,” said David
Finkelstein, director of China stud-
ies at CNA, an Alexandria, Va., re-
search firm. “While there may not
be answers to these issues by the
time Secretary Clinton arrives in
Beijing, she can expect to be pulsed
along these lines nevertheless.”

Mrs. Clinton will need to bal-
ance the advancement of
U.S.-China relations during her
trip with reassuring Washington’s
traditional Asian allies, Japan and
South Korea, that their interests
are being protected by Washing-
ton. Tokyo and Seoul are her first
stops on the seven-day trip, which
starts Sunday.

Japanese officials publicly
vented frustration last year when a
tentative U.S. disarmament agree-
ment with Pyongyang didn’t pro-
vide explicit guarantees for the re-
turn of Japanese citizens abducted
by North Korean agents. Tokyo also
fears that the direct engagement
channels Washington is develop-
ing with Beijing could cut Japan
out of regional decision-making.

South Korea is facing a belliger-
ent North Korea that has threat-
ened in recent weeks to take mili-
tary action against Seoul in re-
sponse to President Lee Myung-
bak’s decision to curb economic aid
shipments to the North. South Ko-
rean officials will seek guarantees
from Mrs. Clinton that the U.S. will
closely coordinate its actions with

Seoul before any direct American
engagement with North Korea on
the nuclear issue.

“There’s better than a 50-50
chance that there’s some violence”
involving North and South Korean
naval vessels this year, said
Michael Green, who directed Asian
affairs at the White House during
President Bush’s first term. “We
have to be careful to stay on the
side of Seoul.”

Mrs. Clinton will also visit Indo-
nesia, where she is expected to sig-
nal Washington’s desire for closer
relations. Since the 1998 over-
throw of former strongman Su-
harto, Indonesia has emerged as
one of the Muslim world’s most vi-
brant democracies and a U.S. ally in
the fight against militant Islam.

The European Union’s
emergency summit on
March 2 to discuss growing
protectionism is a make-or-
break moment for the 27-na-
tion bloc. At stake is its
greatest achievement: the
single market for goods,
people and capital.

A row over France’s car-
industry bailout plan threat-
ens to drive a wedge be-
tween member states. How
the EU responds could have
consequences not just for the

EU but for global free trade.
The omens aren’t good.

The French plan looks like a
clear case of state aid, illegal
under EU rules. President
Nicolas Sarkozy is offering
PSA Peugeot Citroën and
Renault loans at a preferen-
tial 6% interest rate in return
for a commitment not to
make forced layoffs in
France. That means work-
force cuts will likely be
borne by the car makers’
other European operations in

the Czech Republic and
Spain.

Legally, the plan needs ap-
proval from Brussels. But if
France simply pushes ahead,
there isn’t much the EU Com-
mission can do.

The commission can seek
redress through the courts.
But that is an expensive pro-
cess and can take years. The
court can demand illegal
state aid is paid back. But
only around three-quarters
of such aid has ever been re-

turned, with the remainder
lost to bankruptcy or still in
dispute.

Of course, Competition
Commissioner Neelie Kroes
could rule that the aid is le-
gal. Faced with a severe glo-
bal recession, the commis-
sion is rightly adopting a
more pragmatic attitude—as
with recent bank bailouts.
But a package that deliber-
ately discriminates between
workers in member states
would set an appalling prece-

dent that is bound to lead to
reprisals.

Ms. Kroes has a reputa-
tion for toughness. But the
stakes are too high to leave
the defense of the single mar-
ket to Ms. Kroes and the
courts. European political
leaders must take a united
stand to resist protectionism.
EU summits have a reputa-
tion for being ineffectual talk-
ing shops. The meeting on
March 2 mustn’t be one.
 —Matthew Curtin

Weekend Journal

Chinalco’s cash could be costly for Rio
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French pop stars
are daring to sing in
English > Pages W8-W9
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Renault shifts strategy as net falls
Ghosn, saying autos
face profound slump,
reduces costs further
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By Leila Abboud

And David Pearson

Posting a steep decline in 2008
profit, French car maker Renault
SA unveiled a raft of strategic and
operational changes, such as delay-
ing construction of factories in In-
dia and scrapping plans to make big-
ger cars with higher profit mar-
gins.

The economic downturn, which
has sent global auto sales plummet-
ing, prompted Renault Chief Execu-
tive Carlos Ghosn to alter his strat-
egy. Since taking over as CEO in
2005, Mr. Ghosn has been trying to
expand sales in promising emerg-
ing markets and introduce high-
end models to Renault’s product
lines. Both moves were intended to
ensure growth and stronger prof-
its.

Now the economic crisis—
which has sent European car sales
down and halted rapid growth in
markets like Brazil, India and Rus-
sia—is forcing Renault to re-evalu-
ate. The company halted develop-

ment of three large, high-end cars
over concerns that they won’t sell.
The company has put the brakes on
a project to build a factory in Mo-
rocco to produce Renault’s low-
cost line of cars until it has a clearer
idea of demand.

“The crisis will be long and will
profoundly alter the
world’s auto sector,” Mr.
Ghosn said at a press con-
ference in Paris. “The fu-
ture will belong to those
who used this crisis as an
opportunity to transform
themselves and adapt to
the new conditions of the
market.”

Mr. Ghosn’s comments
came as Renault reported a
six-month loss of Œ982 mil-
lion ($1.27 billion), com-
pared with net income of Œ1.42 bil-
lion a year earlier. For the year,
Renault posted net income of Œ571
million, down 79% from Œ2.67 bil-
lion in 2007. Renault’s revenue
dropped 7% last year to Œ37.79 bil-
lion, with a rapid drop-off in second-
half sales.

Renault is deepening its cost-
cutting by holding down invento-
ries and trimming capital expendi-
tures and research investments by
20%. It scrapped its dividend and
abandoned previous 2009 targets

for volumes and margins. Renault
hopes to reap an additional Œ250
million in synergies from its alli-
ance with Japanese partner Nissan
Motor Co. Mr. Ghosn also reworked
his management team, naming a
new global sales boss, a new pur-
chasing director and a new head of

quality and engineering.
Mr. Ghosn declined to

make forecasts on profit-
ability for this year, say-
ing Renault’s “first prior-
ity” was to try to generate
“positive cash flow” in
2009.

Renault didn’t an-
nounce additional job cuts
for 2009, but will continue
a plan started last year to
trim 6,000 from its global
work force through volun-

tary departures. Mr. Ghosn said the
work force would be 120,000 by the
end of 2009, compared with
129,000 at the end of 2008.

Renault’s approach on job cuts
stands in contrast to the one taken
by its partner Nissan, which an-
nounced job cuts of 20,000 last
week. Mr. Ghosn is also CEO of Nis-
san.

Renault rival PSA Peugeot-Cit-
roen unveiled plans on Wednesday
to trim about 11,000 from its ranks
this year through voluntary depar-

tures. Peugeot’s move was ques-
tioned by French President Nicolas
Sarkozy, who on Monday unveiled
an aid package, based on low-inter-
est loans, to the auto sector, condi-
tioned on protecting local jobs.

“Firing people in Western Eu-
rope is actually very expensive,”
said Renault Chief Operating Of-
ficer Patrick Pelata. Instead,
Renault plans to work with govern-
ments to try to find ways to put
workers on temporary leave during
which the state pays a portion of
their salaries.

Renault has already done this in
Brazil, said Mr. Pelata, where work-
ers at one plant have been fur-
loughed for six months and are be-
ing paid by the government, while
officially remaining Renault em-
ployees. France’s auto aid package
includes a similar measure.

Renault’s net debt at its main au-
tomotive division surged by Œ5.2
billion last year to Œ7.94 billion. The
division burned a total of Œ3.03 bil-
lion in 2008.

Renault’s mounting debt could
hamstring the firm by causing
banks to start demanding higher in-
terest rates on loans to the firm.
Car manufacturing is a capital-in-
tensive industry, and companies
rely on loans to keep the factories
running, buy auto parts and pay

staff. Mr. Ghosn said Renault was
borrowing last year at around 3.5%
interest rates, while today banks
were offering rates of around 9%.

The French government allevi-
ated some of that pressure on Mon-
day by giving Renault a five-year Œ3
billion loan at 6% interest. In ex-
change, Renault promised not to
close any factories in France for the
duration of the loan. PSA Peugeot-
Citroën also received a Œ3 billion
loan under the same condition.

The aid has come under fire
from other car-manufacturing
countries in Europe like Germany
and Sweden, and European Union
authorities have requested clarifi-
cation on the package to ensure
that it doesn’t violate the region’s
strict competition rules.
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BOE taps Fisher as new director
By Natasha Brereton

LONDON—The Bank of England
said Thursday that it has ap-
pointed BOE insider Paul Fisher as
its new executive director for mar-
kets and as a member of the rate-
setting Monetary Policy Commit-
tee.

Mr. Fisher, currently head of
the bank’s foreign-exchange divi-
sion, will follow Paul Tucker at the
start of next month when Mr.
Tucker takes on the role of deputy
governor for financial stability.

Mr. Fisher has worked for the
bank since 1990, and was previ-

ously private secretary to former
governor Eddie George, head of
the conjunctural assessment and
projections division and an econo-
mist and manager. Before that, he
worked at the University of War-
wick.

Since the global turmoil broke,
U.K. lawmakers have pressed for offi-
cials on the financial-stability side
of the bank to have greater hands-on
experience of the markets. While
Mr. Fisher doesn’t have Mr. Tucker’s
direct experience, his role in the for-
eign-exchange division should en-
sure he has strong connections with
market participants.

In June, the BOE said it would
start advertising externally, as
well as internally, for executive ap-
pointments to the MPC. Mr. Fisher
was the first executive director to
be appointed under those new ar-
rangements.

“Paul has wide experience of
the foreign-exchange markets and
also of the monetary-policy pro-
cess and he will bring a new per-
spective to the MPC,” BOE gover-
nor Mervyn King said in a state-
ment. The appointment was made
by Mr. King after consultation with
Chancellor of the Exchequer
Alistair Darling.

Aozora Bank Ltd. has room to
cut valuations on some of its invest-
ments because the Japanese bank
has a high capital-adequacy ratio.
An International Investor article
Wednesday incorrectly named the
bank in that position as Shinsei
Bank Ltd.

Carlos Ghosn
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By Evan Ramstad

SEOUL—South Korea’s central
bank cut its main interest rate by a
half percentage point to 2% and sig-
naled more cuts are likely, though
private economists are starting to di-
verge over how much further the
cuts can go.

Thursday’s cut, decided at the
regular monthly meeting of the
Bank of Korea’s monetary policy
committee, was the sixth in four
months as policy makers signaled a
sharper focus on the country’s mac-
roeconomic condition.

Government data from Wednes-
day showed a sharp plunge in em-
ployment in January. That rein-

forced earlier figures that show
SouthKorea is on theverge ofa reces-
sion, when using a widely accepted
definition of two consecutive quar-
ters of contraction.

South Korea cuts key rate to 2%
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domestic source of oil for the U.S.
The oil companies are being

aided by climate change. Lashed by
storms and strewn with icebergs,
the Arctic is one of the most hostile
environments on earth. But global
warming is melting the polar ice
cap, opening up new shipping
routes and unlocking once inaccessi-
ble mineral deposits.

When a Russian submarine
planted a flag under the North Pole
in 2007, some predicted a scramble
for the region’s riches. But the Arc-
tic will still take decades to develop.
It is isolated from traditional mar-
kets, manpower and material. And
environmental groups are resisting
the development of a region they
view as pristine wilderness.

Shell was forced to give up plans
to drill in Alaska’s Beaufort Sea this
year after a legal challenge from
green organizations. And the WWF,
a global conservation group, has
called for a moratorium on all new
oil and gas exploration in the Arctic,
saying the environmental risks are
too high.

With the world mired in reces-
sion, credit markets tightening and
cash flows evaporating, the econom-
ics of Arctic oil are also looking
more doubtful than they did even a
year ago. Producing oil offshore
there costs between $35 and $40 a
barrel. With crude now trading at
around that level, some Arctic
projects will struggle to break even.

The Snoehvit gas field—the
name means Snow White in Norwe-
gian—was discovered in 1984 off
Hammerfest, a small fishing com-
munity that is the northern-most
town in the world. Despite strong
opposition from local green activ-
ists, who said the Barents Sea
should be off limits to Big Oil, Nor-
way’s parliament passed a develop-
ment plan for the field in 2002.

From the start, Snoehvit was to
be a showcase for StatoilHydro’s ex-
pertise. Rather than using offshore
drilling platforms that might dis-
turb fisheries and interfere with sea
traffic, it would pump Snoehvit’s
gas from remote-controlled wells
on the seabed.

That entailed building a 90-mile
pipeline—the longest in the
world—to carry the volatile mix-
ture of unprocessed gas, conden-
sate and water to shore. The gas
was to be processed on Melkoya, a
small island near Hammerfest, and
sent as LNG to Europe and the U.S.
Carbon dioxide stripped from the
gas would be sent back offshore and
reinjected into the seabed.

But StatoilHydro faced gargan-
tuan challenges. Most LNG plants
are built on site. But Hammerfest
lacked the infrastructure and man-
power to construct one. So the
plant had to be built thousands of
miles away in Spain and sent to Nor-

way aboard the world’s largest
heavy-lift vessel, Blue Marlin. The
33,000-ton plant was then floated
on a purpose-builtbarge into a dry
dock blasted out of Melkoya. The op-
eration required a full moon, a high
tide and “a lot of voodoo,” says Mr.
Dalland.

From the start, Statoilhydro
faced criticism, especially for its
choice of a contractor. It selected
Germany’s Linde AG, passing over
Norway’s own Aker Kvaerner ASA,
which was much more experienced
at delivering big, complex projects

for Norway’s Continental Shelf.
“They went with the low-cost op-
tion,” says Gudmund Halle Isfeldt,
an analyst at Norwegian bank DnB
NOR.

Statoilhydro concedes that the
plan for Snoehvit was “immature”
when the project got the go-ahead.
“The technical solution, the design
and so on should have been more ad-
vanced before the final investment
decision on Snoehvit was taken,”
Mr. Dalland says.

The plant finally started produc-
tion in September 2007, a year be-
hind schedule. But it took months to
get it working properly. During that
time, excess gas that wasn’t being
treated in the plant had to be flared,
or burnt off. The practice is usually
banned in Norway as harmful to the
environment, but the local authori-
ties granted Statoilhydro emission
permits. For weeks, a black cloud
hung over Hammerfest.

“The town was covered in soot,”
says Svein Joerstad, editor of a lo-
cal newspaper. “Cars, boats, houses
were turned black. There was a lot
of anger.” Last May, the authorities
in Oslo disclosed that flaring at
Snoehvit was the main factor be-

hind a nearly 3% rise in Norway’s
greenhouse gas emissions in 2007.

The plant was also shut down re-
peatedly for repairs. Engineers dis-
covered that its seawater heat ex-
changers—which play a key role in
the gas liquefaction process—were
leaking. Two had to be replaced;
four others will be switched later
this year. Each outage has been ac-
companied by more flaring.

“The problem with being so
close to the community is that when
you have a 100-meter high flame,
with black soot coming from it, it’s
very visible,” Mr. Dalland says.

StatoilHydro and its partners
had signed contracts to supply LNG
from Snoehvit and were now scram-
bling to buy LNG cargoes on the
spot market to meet those export
obligations.

In October, StatoilHydro was
forced to raise its cost estimates for
Snoehvit drastically. The price tag
for the first phase was set at $7.73
billion, up nearly 50% from the origi-
nal estimate of $5.24 billion. The
cost for the next three phases was
increased $1.2 billion to $3.34 bil-
lion.

“It has been a disaster for the
company,” says Mr. Halle Isfeldt,
the analyst. He concedes that Sta-
toilhydro is gaining more experi-
ence running the LNG plant and is
rectifying the last remaining design
flaws, but, he says, the falling price
of LNG will put the project under
even more financial strain.

StatoilHydro, on the other hand,
is upbeat. The plant is currently run-
ning at 80% to 90% of capacity, up
from around 60% last year, com-
pany officials say. Outages are typi-
cal for the run-in period of a big
LNG project, and flaring will soon
be a thing of the past. Sure, they say,
the start-up period has been trou-
bled, but this is a field with a produc-
tion life of up to 40 years.

They concede, though, that
plans to expand the LNG plant are
on hold. Despite a lot of drilling, the
gas needed to supply it has failed to
materialize. “We haven’t found the
key to the Barents yet, the El Do-
rado,” Mr. Dalland says.
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Plan stimulates tech firms

Suite and sour
Downturn takes a bite out
of London’s condo kings,
the Candys > Pages 12-13

Norway firm seeks gas in Arctic
FROM PAGE ONE

By Ron Winslow

Novartis AG said Thursday it has
obtained world-wide rights to an ex-
perimental heart drug that it hopes
will rival the blockbuster Plavix and
other medicines in the multibillion-
dollarmarket for anticlotting agents.

The Swiss pharmaceutical giant
will pay Portola Pharmaceuticals
Inc., a closely held South San Fran-
cisco, Calif., biopharmaceutical con-
cern, $75 million to license the drug,
called elinogrel. Portola said it would
be entitled to additional payments of
asmuchas$500millionbasedonmeet-
ing certain regulatory and commer-

cialmilestones,plusroyaltiesonsales.
If the drug is successfully devel-

oped, it would enter a lucrative but
crowded market. Plavix, marketed
jointly by Bristol-Myers Squibb Co.
and Sanofi-Aventis SA, racked up
$8.22 billion in sales last year and is
currentlytheworld’ssecondbest-sell-
ing drug after the cholesterol fighter
Lipitor. Plavix is expected to face ge-
neric competition in the U.S. by 2011.

Elinogrel is currently in midstage
tests among patients with heart
blockages that are treated with bal-
loon angioplasty procedures and
propped open with tiny metal scaf-
folds called stents.

The start-up was
troubled, the firm
says, but the field
could last 40 years.

care,” Microsoft CEO Steve Ball-
mer wrote to Congress Wednes-
day.

Wind and solar power compa-
nies lobbied to win a tax break to
encourage investment in renew-
able fuel. But the nuclear-energy
industry lost a $50 billion loan-
guarantee program that had been
included in the legislation until
late in the negotiations.

Tech companies gained strong
allies in environmentalists, who
pushed for provisions including
$8 billion for high-speed rail, $8.4
billion for public transit, $6 billion
for clean drinking water programs
and $5 billion for weatherization
programs.

“Congress really got it right,”
said Erin Allweiss, a spokes-
woman for the Natural Resources
Defense Council, an environmen-
tal-advocacy group that lobbied
for the provisions.

The National Science Founda-
tion will receive $3 billion for re-
search funding, a move cheered by
many in the high tech and science
communities, which have be-
moaned a lack of research funding
in recent years.

Intel Corp., the chip giant, said
it benefits in several ways from
the package. The Silicon Valley
company, for example, has been
one of the biggest computer-indus-
try players pushing into the health-
care arena, promoting new ways
to use technology to help home-
bound patients and automate hos-
pitals and doctors’ offices. Secu-

rity precautions and other issues
need to be worked out to reach
standards for electronic medical
records, said Peter Cleveland, In-
tel’s vice president of global pol-
icy, but the $19 billion in funding
should definitely lead to effi-
ciency improvements. “It’s a win-
win all the way around,” he said.

Overall, many tech companies
are indirect beneficiaries of the
stimulus package as the govern-
ment begins spending on a variety
of new programs. PC makers, for
example, could see modest reve-
nue increases as government
grants to update computer facili-
ties in community colleges and
other schools begin filtering out.

Cisco Systems Inc., which
makes gear for computer net-
works, hailed provisions in the bill
that target “areas that we play in
like broadband and health care
and smart grids for electrical
uses,” Cisco Chief Executive John
Chambers said recently in an inter-
view.

The bill allocates $7 billion to
expand broadband access in areas
with little or no Internet access, a
potential boon for equipment man-
ufacturers along with cable and
phone companies. Broadband tax
credits designed to encourage
companies to build out their net-
works faster died this week, how-
ever, after arguments about how
to structure the credits prompted
lawmakers to simply toss the pro-
vision.

 —Brody Mullins and Ben Worthen
contributed to this article.
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Swiss Re chief goes as stock falls
Choice of successor,
a veteran at insurer,
signals move to roots

Bears top yearly list of best economic forecasters

Economists’ outlook for U.S. is more bearish

By Neil Shah

Swiss Reinsurance Co.’s new
top executive, Stefan Lippe, faces
a tough task: backing the reinsur-
ance firm away from the risky, and
loss-making, strategies of his pre-
decessor.

Swiss Re on Thursday tapped Mr.
Lippe, a 25-year veteran at the com-
pany, to succeed Jacques Aigrain,
who resigned after his efforts to re-
make the firm—by moving it into
high-risk areas such as the sale of de-
fault insurance using derivatives
called credit-default swaps—back-
fired in the form of major losses.

Mr. Lippe’s appointment, which
comes as Zurich-based Swiss Re pre-
pares to post its 2008 results on Feb.
19, is a sign the company is returning

to its roots, a move that reassured in-
vestors. Shares of Swiss Re rose 5%
on Thursday after news of Mr.
Aigrain’s departure became public.

But the 53-year-old Mr. Lippe
will immediately have to address a
host of serious problems, includ-
ing concerns about how
Swiss Re’s holdings of
more than 55 billion Swiss
francs ($47 billion) of cor-
porate bonds and other se-
curities might affect its
credit rating, which is vi-
tal to its ability to attract
business.

John Raymond, an ana-
lyst at research firm Credit-
Sights, says the firm needs
to prove to investors that
its risk-taking days are
over. “Swiss Re can’t get rid of hurri-
canes and other disasters that are
the calculated risks that a reinsurer
has to manage,” he said. “But now it
needs to demonstrate it has stopped
flirting with catastrophe risk on the
investment side.”

Mr. Lippe wasn’t available for
comment.

One of the world’s biggest sellers
of insurance to other insurers, Swiss
Re has seen its stock price shrivel by
60% this year as investors fretted
about losses on risky investments

and the possibility the com-
pany would need more capi-
tal.

Some observers believe
Mr. Aigrain’s departure
was sparked by share-
holder ire regarding the
company’s tumbling share
price, and that the compa-
ny’s board may review its
current composition. Swiss
Re said there is no change
in the responsibilities and
roles of the board.

Mr. Aigrain has said that he is
leaving for the good of the company.

"He made his own decision, and
he was not asked to leave," says
Steve Dishart, a spokesman for
Swiss Re.

His departure also comes just

days after the company said it was
abandoning its financial-markets ac-
tivities and raising additional capi-
tal from billionaire investor Warren
Buffett’s Berkshire Hathaway Inc.
through a high-yielding bond that
can eventually convert into shares.
Swiss Re expects to post a net loss of
1 billion francs for 2008 when it re-
ports results on Feb. 19.

Swiss Re’s troubles won’t go
away soon. Like many European in-
surers, Swiss Re invests its clients’
premiums in assets like stocks and
bonds, many of which have lost their
value as markets have tanked in re-
cent months. Swiss Re, in particular,
snapped up riskier credit securities
last year, a decision which is coming
back to haunt the company.

Another concern is that inves-
tors could be diluted by the compa-
ny’s plan to raise an additional 2 bil-
lion Swiss francs in capital by issu-
ing new shares, a move also an-
nounced recently.

 —Liam Pleven and Goran Mijuk
contributed to this article.
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Factories idle
Euro-zone industrial production fell 
12% in December, the steepest fall 
since records started in 1990. 
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By Nicholas Winning

The euro zone experienced its
biggest industrial-production drop
in at least 18 years in December, sug-
gesting the currency bloc’s reces-
sion deepened in the fourth quarter
and underpinning expectations the
European Central Bank will cut its
key interest rate further next
month.

Meanwhile, Spain—the first ma-
jor euro-zone member to post na-
tional GDP numbers for the fourth
quarter—entered its first recession
in 15 years in the fourth quarter, re-
porting a 1% contraction from the
third quarter.

Spanish GDP contracted by 0.3%
in the third quarter. Two consecu-
tive quarters of contraction is a com-
mon definition of recession.

Late Thursday, the French fi-
nance ministry said France’s GDP
contracted 1.2% in the fourth quar-
ter compared with the third quarter,
and grew 0.7% in 2008 compared
with 2007. The ministry also said
that France’s GDP should contract
this year on average by at least 1.0%.

Euro-zone industrial production
fell 2.6% in December from a month
earlier and 12% from a year earlier,
the biggest declines since compara-
ble records began in 1990, Eurostat,
the European Union’s statistics
agency, said Thursday.

“The gloomy industrial produc-
tion figures for December complete
the picture of the euro-zone econ-
omy taking a sharp nosedive by the
end of last year,” Martin van Vliet, a
senior euro-zone economist at ING,
said in a note.

The ECB acknowledged the eco-
nomic weakness in its February
monthly bulletin, also out Thursday,
saying the euro zone and its major
trading partners were undergoing
an extended period of significant
economic downturn, which was lead-
ing to a diminishing of inflationary
pressures.

The ECB’s Survey of Professional
Forecasters showed analysts ex-
pected the euro-zone economy to
contract by 1.7% this year and grow
0.6% in 2010—”by far the largest”
downward revision in growth expec-
tations since the launch of the single
currency in 1999, the ECB’s monthly
bulletin said.

ECB Governing Council member
Guy Quaden this week predicted the
contraction in euro-zone gross do-
mestic product in the fourth quarter
is likely to be “catastrophic” when of-
ficial data are reported Friday.

 —Nina Koeppen, Geraldine Amiel,
Jonathan House

and Jason Sinclair
contributed to this article.

Industrial output
dives in euro zone
as Spain slumps

By Justin Lahart

Goldman Sachs economist Jan
Hatzius was extraordinarily bearish
on the U.S. economy last year. That
put him far ahead of the competi-
tion in The Wall Street Journal’s eco-
nomic-forecast rankings.

The bulk of prognosticators
were pessimistic going into 2008,
but they weren’t pessimistic
enough. The economy would slow,
they thought, but only Mr. Hatzius
believed it would contract. He also
foresaw a steep increase in the un-
employment rate, moderate infla-
tion and a Federal Reserve that
would be busy cutting rates.

Mr. Hatzius was one of the first
economists on Wall Street to fore-
see the overvaluation problems
building up in the U.S. housing mar-
ket during the boom. When home
prices began to drop, he became
deeply worried about what that
would mean for an overstretched
U.S. consumer.

In what was at the time a contro-
versial research note, Mr. Hatzius
suggested in late 2007 that mort-
gage losses could have an outsize
negative effect on the U.S. economy,
leading banks and other lenders to
reduce their lending and other as-
sets by $2 trillion.

The economist who ranked low-

est was among the most bullish:
Mark Nielson of MacroEcon Global
Advisors envisioned the economy
rebounding, unemployment falling
and inflation heating up. Mr. Niel-
son says the severe drop in the
fourth quarter was what stymied
his forecast; he thinks growth will
recover this year, inflation will reac-
celerate and his expectations for
the economy will be borne out.

“With the passage of time, we’ll
be back on track,” he says.

Rounding out the top five spots
in the rankings were Ram Bhagavat-
ula of Combinatorics Capital; Rich-
ard Berner and David Greenlaw of
Morgan Stanley; Paul Kasriel of

Northern Trust; and Paul Ashworth
of Capital Economics.

The methodology for the rank-
ings was created by economists at
the Federal Reserve Bank of At-
lanta.

Forecasters were ranked on five
criteria: their estimates for GDP
growth from the fourth-quarter
2007 to fourth-quarter 2008; their
inflation estimates, as measured by
the price index for personal-con-
sumption expenditures including
and excluding food and energy
prices; their estimates for the
fourth-quarter average unemploy-
ment rate; and their year-end fore-
cast for the Fed’s target rate.

By Kelly Evans

And Phil Izzo

Economists in the latest Wall
Street Journal forecasting survey
still mostly project growth in U.S.
gross domestic product by the third
quarter, but they largely agree that
a 2009 “second-half recovery”—a
widely shared scenario until
now—is looking much less likely.

Recent data showing just how
sharply growth in the U.S. and else-
where has declined in the final
months of 2008 have cast a deepen-
ing shadow over 2009.

As recently as September, econo-
mists on average thought the U.S.
would see annualized GDP growth of
1.2% in the first three months of this
year; now, they see a 4.6% decline.
Forecasts for the April-through-
June period have seen a similar
shift, from a 1.9% growth forecast to
now a 1.5% decline, based on the 52
economists who participated in the
Journal’s February survey.

The average forecast is for
growth in the third quarter at 0.7%,
less than half the rate expected last
fall. The fourth-quarter picture has
also darkened, but just slightly, to
growth of 1.9% from 2.1% seen in No-
vember. Only five economists see
growth declining through the
fourth quarter of 2009; but they in-
sist the consensus outlook right
now, which says the recession will

end in August as GDP returns to
growth, is far too optimistic.

“The consensus is usually late to
the party,” said Brian Fabbri, chief
economist at BNP Paribas, noting he
was one of the few who forecast the
current recession two years ago.
Now, he is one of the five who sees
GDP declining through the end of
2009, along with Joseph Shapiro,
chief U.S. economist at forecasting
firm MFR Inc.; Paul Ashworth of Capi-

tal Economics; Swiss Re chief econo-
mist Kurt Karl; and retired Vanderbilt
University professor J. Dewey Daane.

“We’re in trouble,” Mr. Fabbri
said. “We don’t have sufficient eco-
nomic plans at present to resolve
the banking system or the financial
crisis, and the stimulus package
seems loaded for 2010.” He added
that the global nature of the down-
turn along with U.S. consumers’ in-
creased saving and lenders’ tight-

ened standards all stand in the way
of a quick recovery.

A boost to the economy from the
government stimulus package has
been a key feature of most forecasts
for a rosy finish to 2009, but econo-
mists in the February survey largely
expressed disappointment with how
the package is shaping up. Com-
ments on the package’s influence this
year say it is “too late,” “provides lit-
tle boost,” is “trivial,” “too big,” “too
small” and a “colossal waste of
money.” Nicholas Perna of Perna As-
sociates cautioned, “We’re in danger
of repeating Japan’s mistakes,” refer-
ring to that nation’s policy errors dur-
ing its “lost decade” of the 1990s.

But others are standing by their
forecasts for a second-half recovery.
Joseph Carson, an economist with
AllianceBernstein, says uncertainty
about government policy is holding
back risk-taking behavior—for now.
“Once we get clarity on the fiscal
and financial packages, those two
things together could end up jump-
starting the economy,” he said. He
forecasts GDP will decline at a 3%
rate in the current three months,
then return to growth by April and
surge to a 5.7% annualized pace in
the closing months of the year.
Other bulls include Brian Wesbury
of First Trust Advisors and James
Smith, a professor at Western Caro-
lina University, who both see GDP
growing at a 4% rate by year end.
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creasingly moderate conservative
party has attracted voters from the
Social Democrats. At the same time,
the financial crisis is driving voters
who fear more state intervention
away from Ms. Merkel’s party and
into the arms of the Free Demo-
crats.

The rise of Ms. Merkel’s pro-busi-
ness allies, and faltering support for
the political left, makes a center-
right government the most likely
outcome in September, says Man-
fred Güllner, head of the Forsa Insti-
tute.

To be sure, the right’s new opin-
ion-poll lead could easily disappear
in the seven months before German
elections. The Christian Democrats
had big leads in such polls before

Germany’s last two elections—and
in both cases, the left made a late
comeback. Those revivals, though,
were largely due to the campaign
skills of then-Chancellor Gerhard
Schröder, the Social Democrats’
former leader, analysts say. The
party no longer has a figurehead
with his charisma. In addition, left-
wingers and centrists in the Social
Democrat party have split in the
past year over whether to ally with

the anticapitalist Left party.
Most of Europe’s traditional left-

wing parties are in retreat. Their
working-class base is shrinking to-
gether with trade-union member-
ship. Many socialist parties are
deeply split over whether to em-
brace or reject the growing integra-
tion of the global economy.

“The social democratic camp is
struggling to find an identity,” says
Antonio Missiroli, director of stud-
ies at the European Policy Center in
Brussels. Even the global financial
crisis hasn’t helped the left to clar-
ify what it stands for, he says. “It’s
not enough just to protest against
capitalism.”

Among big European countries,
the left governs securely only in
Spain, where Socialist Prime Minis-
ter José Luis Rodríguez Zapatero de-
cisively won re-election last year.
But Spain is a political outlier: So-
cialists have won most elections
since the end of the Franco dictator-
ship in 1975, which left many voters
mistrustful of the right.

Mr. Sarkozy won kudos in France
and abroad last year for his ener-
getic efforts to lead the EU’s re-
sponse to the financial crisis. His ap-
proval ratings at home have sunk
lately, though, because French
households believe he isn’t interven-
ing enough in the economy to help
them brave the downturn. The
French president’s main source of
strength: His Socialist rivals are
bogged down in internal strife.

In the U.K., Conservative leader
David Cameron has shifted the
party of former Prime Minister Mar-
garet Thatcher sharply to the center
in recent years, dropping most of its
free-market radicalism. By con-
trast, Mr. Brown, who has run Brit-
ain’s economy since 1997, now is as-
sociated with the light-touch finan-
cial regulation that’s widely viewed
as a contributor to the credit crisis.

Europe’s rightward shift doesn’t
necessarily reflect a conflict with
the U.S.’s sharp swing to Democrats
from Republicans in November’s
presidential and congressional elec-
tions. Political parties on the right
in Continental Europe have always
been comfortable with the interven-
tionist, high-spending policies em-
braced in current stimulus pack-
ages from Washington to Beijing.

Continued from first page

Europe shifts to conservatives

Slowing economy pelts
the global fur business
Farmers, suppliers
servicing mink sector
hit by rising costs

*2,500 people were asked on Feb. 2-6; 
margin of error: +/– 2 percentage points

Source: Forsa Institute
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Many socialist
parties are split over
global economic
integration.

By Lauren Etter

As the credit crisis ripples
around the globe, more consumers
are postponing extravagant pur-
chases like mink coats and chin-
chilla stoles, squeezing the global
fur business.

“This current economic down-
turn is broader and deeper” than ear-
lier ones, says Joseph E. Morelli, the
chief executive at American Legend
Cooperative, a mink-producing coop-
erative and pelt auction house based
in Seattle.

Before the recent slowdown, eco-
nomic growth in Russia and China
was creating wealthy consumers
who could splurge on luxury goods.
In 2007, global fur retail sales hit a
record $15 billion, according to the
International Fur Trade Federation
in Britain. Fur analysts believe 2008
sales were about the same or higher.

The growth in demand boosted
the average price of an American
mink pelt to nearly $66, a record and
36% higher than a year earlier, ac-
cording to the U.S. Department of
Agriculture.

The fur business is a centuries-
old trade involving a diverse and far-
flung network of producers, mer-
chants and craftsmen. It includes
mink farmers in the U.S., Denmark
and elsewhere, and auction houses in
cities including Seattle and Toronto
that sell the minks’ fur to merchants
around the world. Meanwhile, furri-
ers in Greece are among those stitch-
ing together garments for Paris run-
ways and St. Petersburg shops.

This year’s fur-auction season
got under way several weeks ago,
and already at Kopenhagen Fur in
Denmark, one of the world’s largest
fur auction houses, pelt prices are
down about 30% from a year ago.

Sandy Parker, a fur analyst who
has followed the industry for more
than 30 years, faults the economy.
The two biggest fur markets—Rus-
sia and China—have “placed stiff
controls on the outflow of hard cur-
rency, thus severely limiting what”
trade buyers at auctions can spend,
he says. In addition, the Russian fur
business, which grew rapidly as oil
wealth rose, is being hit hard by
tight credit.

“Credit cards, bank lines—that
market isn’t happening for us right
now,” says Michael Mengar, chief ex-
ecutive of Toronto-based North
American Fur Auctions, which used

to be part of the original Hudson Bay
Co., founded in 1670.

The drying up of the Russian fur
business is hitting places like Kasto-
ria. The small Greek town, whose
name, some say, is derived from the
Greek word for “beaver,” is one of the
world’s main fur-manufacturing
hubs. Merchants there import pelts
from around the world and turn them
into garments for export.

At PKZ Furs S.A., a Kastoria-
based fur-garment maker, owners
Christos and Maria Papadopoulos
say sales have fallen about 15% from
a year ago.

Last year, as the price of pelts
rose, so did the cost of supplies, ev-
erything from feed to the wood to
build mink houses. The price of
chicken liver—a common mink-feed
ingredient—was about 22 cents a
pound, up from about 12 cents a few
years earlier, says Ron Gengel, a
mink farmer in Illinois.

In addition, mink farmers have
had to beef up security to ward off
animal-rights activists, who have
broken into mink farms and re-
leased the animals into the wild. On
his farm, Mr. Gengel uses barbed
wire and half-a-dozen barking dogs
to deter intruders.

As mink sales have weakened, so
have sales of mink-farming equip-
ment. Tonny B. Rasmussen, a sales-
man for Hedensted Gruppen, a Dan-
ish mink-farm equipment maker,
says sales this year are already
down more than 20% from a year
ago. “When mink farmers don’t
make money, we don’t make
money,” he says.

Over the past decade, mink pro-
duction has been shifting overseas
to China, which now produces a
quarter of the world’s mink. Den-
mark is still the world’s largest mink
producer, accounting for about 27%
of total global production, accord-
ing to figures from the Fur Commis-
sion USA in Coronado, Calif.

Mink coats at a Beijing mall. The Chinese have become major fur buyers.

MARKETPLACE

Source: International Fur Trade Federation

Before the fall
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By Goran Mijuk

ZURICH—ABB Ltd. on Thursday
reported an 88% drop in fourth-quar-
ter net profit on hefty restructuring
charges and legal provisions, and
warned of a difficult year ahead as
orders fall.

The Switzerland-based electri-
cal-engineering company said net
profit for the three months ended
Dec. 31 fell to $213 million from
$1.75 billion a year earlier. The re-
sults were weighed down by an
$870 million charge related to con-
tinuing investigations into alleged
anticompetitive practices in the
U.S. and Europe, as well as restruc-
turing costs. The company is under-
going a restructuring to trim costs
and adapt to lower demand, and has
also suspended a $2.2 billion share
buyback.

“The outlook for 2009 remains
uncertain,” said Chief Executive Joe
Hogan. “We are
taking steps now
to ensure that we
remain competi-
tive, no matter
how the market
develops,” he
said.

ABB’s busi-
ness has been
growing quickly
during the past
few years thanks
to strong de-
mand for infrastructure projects in
Asia and the Middle East. But de-
mand for many of its large projects,
such as electricity networks, is wan-
ing during the downturn as inves-
tors struggle with capital con-
straints.

As a result, fourth-quarter or-
ders, which reflect future revenue
streams, fell 19% to $7.18 billion
from $8.87 billion in the year-ear-
lier period—falling slightly short of
already subdued analyst estimates.

Analysts viewed the steep drop
in orders as a sign of future weak-
ness, even as the company was able
to improve sales 4.9% to $9.14 bil-
lion in the fourth quarter from $8.71
billion a year earlier, thanks to a still-
healthy order backlog.

Although the general market out-
look remains dim, ABB was optimis-
tic about its medium-term future,
not least because the company’s bal-
ance sheet is healthy, providing it
with ample funds for its revamp.

The company may also benefit
from the various government stimu-
lus packages around the globe, ana-
lysts say. Many of these programs
are expected to boost infrastructure
and construction projects, key mar-
kets for ABB.

Suite and sour
Downturn takes a bite out
of London’s condo kings,
the Candys > Pages 12-13

Joe Hogan

Arcandor says retail holds up, but outlook is murky
News in Depth

Diageo, the maker of Smirnoff vodka, Guinness stout and Johnnie Walker scotch,
expects consumer confidence to continue to fall through the second half of 2009.

Diageo reduces outlook as drink sales slow

Tesco broadens discount line
British grocer responds to increasing competition as its sales growth slows at home

Aldi

Source: TNS*For 12 weeks ended Jan. 25, 2009.
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By Michael Carolan

LONDON—Diageo PLC on Thurs-
day cut its full-year profit forecast
and launched a cost-cutting plan af-
ter both sales and profit slowed in
its second quarter.

The announcement sent Diageo
shares lower. The stock fell 3.3%, de-
spite the company’s 14% increase in
fiscal first-half net profit. The
maker of Guinness stout, Smirnoff
vodka and Johnnie Walker scotch
said net profit in the six months
ended Dec. 31 rose to £1.14 billion
($1.64 billion) from £975 million a
year earlier.

Sales rose 18% to £5.07 billion.
But stripping out the effect of acqui-
sitions and currency movements,
sales rose just 3% in the first half, a
slowdown from the 6% growth re-
ported for the first quarter.

Diageo said it was being hit by de-
stocking, or stores and distributors
keeping fewer Diageo products in
storage than they did in the past.

The company also cited a wider
drop in consumer confidence, which
it expects to keep falling through

the second half of the year.
For the full year, which ends June

30, the company forecast operating-

profit growth in the range of 4% to
6%—below its previous target of
growth between 7% and 9% and
down from a 9% rise a year earlier.

Europe, particularly Spain, was
the company’s weakest market as
consumer spending slowed and as
wholesalers lowered inventories to
conserve cash, Finance Director
Nick Rose said. Mr. Rose said he ex-
pects further destocking outside of
Europe. “Our guidance reflects the
fact that we expect it to continue in
the second half,” he said.

In response to the downturn, Dia-
geo said it would start a restructur-
ing program to cut £100 million
from the company’s annual cost
base, at a cost of £200 million in the
second half. Mr. Rose declined to
give details on the cost-saving plan
but said it would be a global pro-
gram covering all areas of the busi-
ness.

“This shouldn’t just be seen as po-
tential to cut jobs,” he said. “We’re
going to consider everything.”

CORPORATE NEWS

ABB profit falls
on big charges,
legal provisions

By Erin Fines

And Natali Schwab

FRANKFURT—Arcandor AG said
Thursday that its retail operations
outperformed the German retail
market in December despite an “ex-
tremely challenging environment,”
but declined to give a full-year fore-
cast because of the worsening eco-
nomic situation.

The German retail and tourism
company reported a wider net loss
for its fiscal first quarter, ended Dec.

31, hit by restructuring expenses at
its Primondo home-shopping busi-
ness and Thomas Cook travel unit,
as well as higher interest charges.

Arcandor said its net loss wid-
ened by 54% to Œ58 million ($74.8
million) from Œ37.7 million in the
year-earlier period. Total first-quar-
ter sales rose 1.1% to Œ4.8 billion.

The quarter ended Dec. 31 is usu-
ally the strongest for the company’s
Karstadt department-store chain
and Primondo, but weak for the
travel business. Arcandor has re-

cently booked nearly 60% of sales
and over 90% of earnings from its
travel operations, through its 52%
stake in U.K.-based travel company
Thomas Cook Group PLC.

Chief Executive Thomas Middel-
hoff, who will be succeeded on
March 1 by former Deutsche Tele-
kom AG finance chief Karl-Gerhard
Eick, said business in the fiscal sec-
ond quarter is “on track” and that Ar-
candor expects fiscal 2009 to bene-
fit from cost savings programs intro-
duced in late 2008.

Still, Arcandor didn’t confirm its
previous forecast that adjusted earn-
ings before interest, tax, deprecia-
tion and amortization would grow
by 34% to over Œ1.1 billion for the full
fiscal year.

Arcandor’s quarterly figures are
reported to reflect the merger of
Thomas Cook AG of Germany and
Britain’s MyTravel, which formed
Thomas Cook Group in February
2007, creating the Europe’s second-
largest tourism company by market
capitalization after TUI Travel PLC.

By Cecilie Rohwedder

LONDON—Tesco PLC, Britain’s
biggest retailer by sales, said it is ex-
panding a recently launched line of
discount products as part of an ef-
fort to drop prices and fend off esca-
lating competition.

The retailer, which also operates
in the U.S. and 12 other countries, said
it is adding 200 products to a range of
350 discount items that it introduced
in its U.K. stores in September.

The push on prices is the latest
sign of the intense efforts by food re-
tailers to boost their price creden-
tials with cash-strapped consumers,
who are defecting to cheaper grocery
stores. In recent months, Tesco’s
share of the British food market has
shrunk, while that of Asda, Wal-Mart
Inc.’s British business, has risen.
Tesco also has faced rising competi-
tion from German discounter Aldi
Einkauf GmbH; it developed its own
discount range partly in response to
Aldi’s growing market share.

Tesco said 25% of its customers
had tried the discount products that
Tesco sells, in addition to its low-
priced Tesco Value line and price
promotions on 9,000 other goods in
its stores. “If you take Tesco Value
and the discount range together, we
have an Aldi within Tesco,” said
Lucy Neville-Rolfe, the retailer’s cor-
porate- and legal-affairs director.

Tesco is cutting prices across the

board. As a Valentine’s Day promo-
tion, for example, the retailer is of-
fering a main course, side dish, des-
sert and wine for £9 ($13).

Tesco still holds a 30.7% share of
the British food market, according
to TNS, a market-insight and infor-
mation company. That is nearly dou-
ble the market share of Wal-Mart’s
Asda, Tesco’s nearest competitor.

But last month, Tesco posted the
slowest year-end sales growth in its
home market since the early 1990s.
Sales at the retailer’s U.K. stores

open at least a year increased 2.5%
compared with a year earlier in the
seven weeks to Jan. 10.

Tesco’s renewed emphasis on
the discount range also marks an ef-
fort to dispel criticism that the line
is confusing for customers. The dis-
count items come under a variety of
unknown brand names, such as
Daisy laundry detergent, Country
Bran cereal and Trattoria Verde
pasta. They are more expensive
than Tesco Value products, but
cheaper than Tesco’s standard store

brand and the Tesco Finest range of
premium products.

In a recent research note, J.P. Mor-
gan said the line is complicating
Tesco’s pricing system rather than fo-
cusing on lowering overall prices.

“We wonder whether Tesco,
through its relentless focus on cus-
tomer segmentation...has lost sight
of the bigger picture, i.e. the cost of
the trolley customers roll out the
door with,” said analysts Jaime
Vasquez, Alastair Johnston and Bi-
anca Brebnor in the report.
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By Jessica E. Vascellaro

And Amol Sharma

Facebook Inc. is stepping up its
efforts to integrate its social net-
work into an array of mobile
phones, including those made by
Nokia Corp., the world’s largest
handset maker.

Facebook and Nokia are discuss-
ing a partnership that would embed
parts of the social network into
some Nokia phones, people familiar
with the matter said. Financial
terms of the potential deal couldn’t
be learned, nor was it clear how
many of Nokia’s devices would be in-
cluded.

Under one alternative, contact in-
formation stored in Facebook would
be integrated with the phone’s ad-
dress book: When users looked up a
contact, they could see whether
their Facebook friends were logged
on, send them messages and post
comments on their profile pages.

Talks between the companies
have been going on for months, and

it is unclear whether an agreement
will be reached, these people said.
Nokia is deciding whether it wants
to team up with an established Web
player like Facebook, based in Palo
Alto, Calif., or to build a social net-
work from the ground up, said peo-

ple familiar with the talks.
Another issue for the two compa-

nies is how much information Face-
book would have access to. Nokia
doesn’t want the service to provide
Facebook with an avenue to compile
data about cellphone users, such as
their Web browsing or purchasing
habits, a person familiar with the
talks said.

A Facebook spokeswoman said
the company is “dedicated to work-
ing with and developing partner-
ships with mobile operators and de-
vice makers all over the world.”

Facebook is working with Palm
Inc. on integrating aspects of the so-
cial network into its new mobile op-
erating system that will be used
across a number of devices. The new
Palm Pre, for instance, will allow us-
ers to access contact information
stored on Facebook in their phone
contacts, among other ties. Motor-
ola Inc. and Facebook have also dis-
cussed integrating the site into fu-
ture devices, according to one per-
son familiar with the matter. Motor-

ola declined to comment.
Facebook’s moves mirror those

of other Web sites, including My-
Space and Google Inc.’s YouTube,
which have worked with handset
makers to help consumers access
features from their phones more eas-
ily. MySpace worked with Danger
Inc. to integrate with the T-Mobile
Sidekick and like Facebook has built
software applications for the Black-
Berry and iPhone.

John Faith, general manager of
MySpace Mobile, said the company
is continuing to work with handset
makers to integrate its service into
more phones.

The pursuit of partnerships with
hardware makers represents a shift
from the days when Internet compa-
nies focused primarily on cultivat-
ing marketing deals with wireless
carriers. As Web browsers have im-
proved, it has become easier for con-
sumers to tap into any online ser-
vice on their phones, diminishing
the importance of a carrier’s market-
ing support.

As with most of the cellphone-
software industry, Facebook has yet
to find a way to generate meaningful
revenue from its mobile services,
which include text-messaging fea-
tures, a mobile Web site and down-
loadable software. But the number
of users accessing its site from
phones has grown.

MySpace, which has been the
largest social network in the U.S.,
saw Facebook surpass it in terms of
visitors from mobile phones. In De-
cember, Facebook had seven million
U.S. mobile users, compared with
MySpace’s 5.7 million, according to
Nielsen Co. MySpace is owned by
News Corp., which also owns Dow
Jones, publisher of The Wall Street
Journal.

Nokia and Facebook are also ex-
pected to make some minor an-
nouncements at the coming wire-
less trade show in Barcelona, but
they aren’t expected to have com-
pleted talks over the deeper handset
partnership, people familiar with
the matter said.

Facebook, Nokia weigh integrating network to handsets
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Highlighting the dangers of space debris
Satellites destroyed
in orbital collision
raise fresh concerns

A growing number of French pop artists
are daring to sing in English—and reaching
larger audiences. Pages W8-W9

By Andy Pasztor

A
COMMERCIAL satellite
owned by a U.S. company
was destroyed in a colli-
sion with a defunct Rus-
sian military satellite in

whatNASA said wasthe first such ac-
cident in orbit, raising new concerns
about the dangers of space debris.

The crash, which happened Tues-
day in low-earth orbit, involved one
of the satellites owned by closely
held Iridium Satellite LLC and a crip-
pled Russian military satellite that
apparently stopped functioning
years ago, according to U.S. govern-
ment and satellite-industry officials.

The collision created two large
clouds of debris floating roughly
770 kilometers above Siberia, and
prompted space scientists and engi-
neers to assess the likelihood of fur-
ther collisions.

The accident could have implica-
tions for U.S. space budgets and pol-
icy, partly because it comes amid a
Pentagon campaign to increase
spending on systems to protect U.S.
high-tech space hardware by keep-
ing better track of the thousands of
pieces of debris and other satellites
circling the Earth.

As more and more satellites are
blasted into orbit, the challenges of
keeping them from hitting debris or
each other are growing. Military
planners also worry about enemies
jamming, disabling or potentially
even ramming U.S. satellites.

Industry officials say Iridium has

identified the Russian craft as a Cos-
mos series satellite launched in 1993,
weighingmore than a ton andinclud-
ing an onboard nuclear reactor. That
couldn’t be independently verified.
Expertshavesaidthe chanceofradio-
active debris surviving a fall through
the atmosphere and reaching inhab-
ited areas is very small.

The Russian Embassy couldn’t be
reached for comment.

More than 220 active commer-
cial satellites now orbit the globe, in
addition to hundreds of military, spy
and scientific satellites. Commercial
satellites provide businesses with
everything from data and video
transmissions to support for con-
sumer navigation devices.

The Russian craft was being mon-
itored by Pentagon organizations
that keep track of space debris in or-
der to prevent in-orbit collisions
from damaging or destroying both
commercial and government satel-
lites. The National Aeronautics and
Space Administration and the Penta-
gon track more than 10,000 pieces of
high-speed debris, some no larger
than a football.

NASA officials said the collision
posed little risk to the international
space station, the Associated Press
reported. The station orbits about
430 kilometers below the collision
course. There also should be no dan-
ger to the space shuttle set to launch
with seven astronauts on Feb. 22, of-
ficials said, but that will be re-evalu-
ated in the coming days.

Cosmos satellites have been de-
signed for various uses, from spy
missions to missile-warning sys-
tems to securing military communi-
cations. They have caused a number
of scary incidents over the years, in-
cluding a 1991 collision between one
defunct model and debris from an-

other; a near-collision with the
space shuttle the same year; and an-
other that crashed into Canadian wil-
derness in 1978.

Pentagon officials will face a bar-

rage of questions about how they
missed such an impending colli-
sion with an intact satellite, accord-
ing to Tim Farrar, a satellite con-
sultant familiar with Iridium. Com-

mercial satellites are “routinely re-
positioned to avoid potential colli-
sion with smaller pieces of debris,”
said Mr. Farrar.

Pentagon brass, satellite indus-
try executives and NASA leaders for
years have publicly expressed con-
cern about the dangers of orbital de-
bris. But the odds of a direct hit be-
tween satellites were considered so
small as to be basically unthinkable.
The ground-based and space-based
reconnaissance tools available to
the Pentagon generally were consid-
ered adequate to keep close track of
larger objects.

Recently, U.S. and European oper-
ators began reviewing contingency
plans to move some telecommunica-
tions satellites away from a pair that
are malfunctioning.

Space collision worries gained
momentum in January 2007, when
China used a relatively simple anti-
satellite weapon to knock down one
of its aged weather satellites.

NASA said there have been four
earlier instances of accidental colli-
sions in orbit, generally involving
rocket parts and other debris. None
involved a full-size satellite.

When satellites reach the end of
their useful lives they often are
parked in remote orbits where they
are unlikely to endanger working sat-
ellites. But if a satellite’s onboard
computers or other systems fail, or
it runs out of battery power, it can be
difficult for ground operators to
maintain control.

Iridium, of Bethesda, Md., uses
more than 60 satellites to provide
voice and data services for about
300,000 subscribers globally. It
said the collision has “minimal im-
pact” on service due to its backup
capacity.

One of Iridium’s satellites collided with a defunct Russian satellite Tuesday.
Above, an artist’s rendering of an Iridium near-earth satellite.

Source: Nielsen
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Fortis Bank remains fully owned by the Belgian State1. With the

support of the Belgian State, we continue to focus on what really

matters: the welfare of our customers, both individuals and

companies alike. And so today we are open for business. We are

a bank that like you, puts security first. And we are secure. Our

solvency is strong and our ratings are stable. Your Fortis Bank is ready

and ambitious. We’re up for the challenge and open for business.

OPEN
FOR BUSINESS

AND UP
FOR THE

CHALLENGE.

1 99,93%
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 38.10 $24.29 –0.15 –0.61%
Alcoa AA 39.50 7.51 –0.19 –2.47%
AmExpress AXP 21.70 16.19 –0.17 –1.04%
BankAm BAC 351.90 5.87 –0.20 –3.29%
Boeing BA 5.80 39.86 –0.47 –1.17%
Caterpillar CAT 13.30 31.02 –0.11 –0.35%
Chevron CVX 15.60 69.86 –0.75 –1.06%
Citigroup C 122.40 3.61 –0.08 –2.17%
CocaCola KO 29.70 44.39 3.12 7.56%
Disney DIS 19.20 18.83 0.33 1.78%
DuPont DD 9.40 22.91 –0.22 –0.95%
ExxonMobil XOM 39.00 75.22 0.64 0.86%
GenElec GE 128.00 11.68 –0.26 –2.18%
GenMotor GM 9.40 2.65 –0.09 –3.28%
HewlettPk HPQ 19.00 35.24 0.16 0.46%
HomeDpt HD 22.80 21.98 –0.16 –0.72%
Intel INTC 73.40 14.00 –0.08 –0.57%
IBM IBM 9.40 95.07 –0.09 –0.09%
JPMorgChas JPM 74.20 26.19 0.10 0.38%
JohnsJohns JNJ 13.70 57.78 0.45 0.78%
KftFoods KFT 17.60 25.47 0.36 1.43%
McDonalds MCD 11.90 56.96 –0.12 –0.21%
Merck MRK 10.20 29.34 –0.38 –1.28%
Microsoft MSFT 67.10 19.26 0.05 0.26%
Pfizer PFE 62.50 14.65 0.27 1.88%
ProctGamb PG 17.20 51.28 0.12 0.23%
3M MMM 8.10 49.97 –1.32 –2.57%
UnitedTech UTX 6.00 46.91 –0.71 –1.49%
Verizon VZ 16.40 29.86 –0.12 –0.40%
WalMart WMT 21.70 48.13 –0.10 –0.21%

Dow Jones Industrial Average P/E: 18
LAST: 7932.76 t 6.77, or 0.09%

YEAR TO DATE: t 843.63, or 9.6%

OVER 52 WEEKS t 4,444.22, or 35.9%

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

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

Behind Europe’s deals: Bank revenue rankings, Global (ex US)
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $161 6.1% 16% 50% 32% 2%

UBS 146 5.5% 22% 18% 61% …%

Bank of America - Merrill Lynch 144 5.5% 15% 27% 56% 2%

Citi 132 5.0% 19% 41% 39% 2%

Morgan Stanley 124 4.7% 30% 14% 56% …%

BNP Paribas 123 4.6% …% 76% 19% 4%

Credit Suisse 109 4.1% 16% 50% 33% 2%

HSBC 105 4.0% 1% 88% 7% 4%

RBS 104 4.0% 18% 59% 18% 4%

Source: Dealogic

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

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

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

Fiat "1,148" –56 –295 222 Eircom  262 9 6 5

Rhodia "1,376" –49 –286 184 Bco Espirito Santo  131 9 11 41

Seat Pagine Gialle  "1,669" –41 –62 355 Erste Group Bk  228 13 30 51

Norske Skogindustrier  "1,299" –34 –75 96 Gecina 1126 16 –158 –233

Anglo Amern  348 –30 –71 –152 Kabel Deutschland  441 17 –1 –6

Xstrata  754 –29 –127 –317 Rallye 1125 20 –30 –40

Eurpn Aero Defence & Space Co Eads  218 –27 –55 –117 Contl AG 995 22 20 –116

Holcim  523 –24 –67 –92 Fortis Bk 127 32 46 52

Carlton Comms  729 –20 –10 210 TUI AG 1434 34 –94 418

Valeo 505 –19 –44 –145 Corus Group 1962 210 275 787

Source: Markit Group

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

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

L.M. Ericsson Tel B Sweden Telecoms Equipment $25.0 71.00 1.87% 1.1% –48.9%

Royal Bk of Scot U.K. Banks 13.5 0.24 1.69 –92.1 –95.2

Novartis Switzerland Pharmaceuticals 112.2 49.52 1.39 –10.9 –30.3

HSBC Hldgs U.K. Banks 91.4 5.34 1.23 –28.6 –44.6

Deutsche Bk Germany Banks 16.3 22.38 0.74 –70.6 –75.3

BNP Paribas France Banks $30.6 26.28 –5.47% –57.0 –64.7

ArcelorMittal Luxembourg Iron & Steel 35.6 19.23 –4.69 –60.0 ...

Koninklijke Philips Netherlands Consumer Electronics 19.3 14.93 –4.60 –43.6 –47.0

ING Groep Netherlands Life Insurance 15.6 5.87 –4.46 –71.4 –80.9

GDF Suez France Multiutilities 77.8 27.79 –3.99 –26.7 1.9

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

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

Roche Hldg Pt. Ct. 89.5 148.70 0.68% –24.4% –22.8%
Switzerland (Pharmaceuticals)
Total 122.1 40.30 0.54 –19.4 –24.0
France (Integrated Oil & Gas)
Credit Suisse Grp 31.8 31.32 0.38 –44.5 –57.0
Switzerland (Banks)
France Telecom 60.8 18.21 ... –23.9 –4.0
France (Fixed Line Telecoms)
Tesco 40.1 3.58 –0.06 –11.1 9.7
U.K. (Food Retailers & Wholesalers)
BP 150.0 5.09 –0.15 –9.7 –22.1
U.K. (Integrated Oil & Gas)
British Amer Tob 53.1 18.41 –0.16 0.4 40.5
U.K. (Tobacco)
Royal Dutch Shell 87.9 19.39 –0.31 –19.9 –25.7
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 100.0 12.28 –0.49 11.5 –16.5
U.K. (Pharmaceuticals)
Deutsche Telekom 53.5 9.61 –0.57 –27.6 –29.5
Germany (Mobile Telecoms)
Nestle 123.6 37.66 –0.69 –20.1 –3.2
Switzerland (Food Products)
Astrazeneca 54.2 26.15 –0.91 34.5 0.6
U.K. (Pharmaceuticals)
Iberdrola 35.2 5.51 –1.08 –46.7 –10.8
Spain (Conventional Electricity)
Vodafone Grp 110.3 1.33 –1.34 –23.6 6.9
U.K. (Mobile Telecoms)
Nokia 46.4 9.56 –1.34 –61.7 –39.7
Finland (Telecoms Equipment)
Rio Tinto 27.7 19.39 –1.52 –65.1 –31.1
U.K. (General Mining)
ENI 86.1 16.82 –1.52 –24.8 –29.7
Italy (Integrated Oil & Gas)
Telefonica 84.6 14.08 –1.74 –26.9 8.3
Spain (Fixed Line Telecoms)
Bayer 42.1 43.11 –1.80 –25.4 22.9
Germany (Specialty Chemicals)
SAP 44.6 28.45 –1.90 –14.7 –33.1
Germany (Software)

Soc. Generale 20.5 27.65 –1.93% –62.1% –74.8%
France (Banks)
Assicurazioni Genli 27.4 15.20 –2.06 –46.0 –44.2
Italy (Full Line Insurance)
Unilever 35.3 16.10 –2.10 –24.2 –18.2
Netherlands (Food Products)
ABB 30.4 15.25 –2.24 –39.5 7.0
Switzerland (Industrial Machinery)
Sanofi-Aventis 77.9 46.37 –2.37 –12.1 –37.2
France (Pharmaceuticals)
Banco Bilbao Vizcaya 33.4 6.98 –2.51 –49.5 –58.1
Spain (Banks)
Banco Santander 58.3 5.71 –2.73 –48.5 –48.8
Spain (Banks)
BHP Billiton 40.0 12.58 –2.78 –19.7 30.9
U.K. (General Mining)
Allianz SE 37.5 64.95 –2.91 –43.8 –51.4
Germany (Full Line Insurance)
Siemens 53.9 46.11 –3.01 –48.6 –39.8
Germany (Diversified Industrials)
Barclays 12.5 1.05 –3.23 –75.7 –83.5
U.K. (Banks)
Diageo 34.5 8.78 –3.31 –18.8 1.0
U.K. (Distillers & Vintners)
E.ON 59.8 23.41 –3.46 –47.3 –22.1
Germany (Multiutilities)
AXA 31.3 11.74 –3.57 –45.2 –58.6
France (Full Line Insurance)
UniCredit 23.2 1.36 –3.61 –72.8 –77.3
Italy (Banks)
BASF 28.2 24.05 –3.65 –44.9 –24.2
Germany (Commodity Chemicals)
Intesa Sanpaolo 34.8 2.30 –3.67 –49.6 –51.5
Italy (Banks)
Daimler 29.3 23.79 –3.78 –55.9 –50.8
Germany (Automobiles)
UBS 33.8 13.44 –3.79 –59.7 –78.3
Switzerland (Banks)
Anglo Amer 25.3 13.24 –3.85 –57.2 –35.4
U.K. (General Mining)

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 0.34% 1.11% 2.1% 2.1% -5.3%
Event Driven 0.68% 1.06% -8.4% 2.0% -25.5%
Distressed Securities -2.28% -3.44% -16.0% -5.1% -37.2%

*Estimates as of 02/11/09, 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 1.48 98.76% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.41 95.04 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.24 85.14 0.06 11.20 5.74 9.04

Asia ex-Japan IG: 10/1 3.59 93.51 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 11

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.
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EDF cites French regulations
for 39% decline in earnings

Coke’s profit drops 18%
Strengthening dollar
counters momentum
in non-U.S. markets

Home builder Emaar reports loss

Pioneer plans to exit
TV business, cut jobs

By Betsy McKay

And Anjali Cordeiro

Coca-Cola Co.’s better-than-ex-
pected fourth-quarter net profit
showed the beverage giant is main-
taining sales momentum despite
the global slump in consumer spend-
ing. But a decline in revenue also re-
vealed new challenges posed by the
strengthened dollar.

Currency fluctuations shaved
seven percentage points from
fourth-quarter revenue growth
and reduced operating-profit
growth by nine percentage points.
The company, which derives about
80% of profit from outside North
America and has benefited in re-
cent years from a weak dollar, said
it is likely to continue to take a hit
in the first quarter of this year,
with the stronger dollar expected
to reduce operating-profit growth
by between 10 percentage points
and 12 percentage points.

Coke Chief Executive Muhtar
Kent acknowledged in an interview
that “there may be one or two quar-
ters” in which the company isn’t
able to achieve its long-term growth
targets of 3% to 4% volume growth
and earnings-per-share growth in
the “high-single digits” on a cur-
rency-neutral basis, because of the
slumping economy. But he said the
company still expects to meet those
targets over the long term.

New drinks, marketing and ef-
forts to cut costs and work more effi-
ciently with the company’s bottlers
are helping to limit the blow of the
economic slowdown, he said. Coke
is introducing new products, such as
a low-calorie version of Glaceau Vi-

taminwater with a new natural
sweetener, to shore up demand. It is
launching new bottle and can sizes
around the world to offer more af-
fordable portions and encourage
consumers to stock more drinks at
home. The company has worked
with its largest bottler, Coca-Cola
Enterprises Inc., to set up a joint or-
ganization to coordinate supply-
chain activity.

Heavy investments the company
and its bottlers have made into plac-
ing more vending machines, expand-
ing routes and improving the brand
portfolio are helping the company
now, he said. “We will come out of
this stronger than when we went
in,” he said.

Coke’s 18% decrease in fourth-
quarter profit included write-
downs for restructuring and reflect
the company’s portion of a charge
taken by Coca-Cola Enterprises, in
which it owns about a 35% stake.
The company reported net income

of $995 million, or 43 cents a share,
down from $1.21 billion, or 52 cents,
a year earlier. Excluding the write-
downs, earnings rose to 64 cents
from 58 cents.

Revenue fell 2.8% to $7.13 billion,
led by a 12% decline in Eurasia and
Africa. Analysts polled by Thomson
Reuters expected per-share earn-
ings of 61 cents on $7.52 billion in
revenue.

While North American volume
slid 3%, global volume rose 4%,
higher than many analysts had ex-
pected. “The company’s earnings
power is not as impaired by the
macro environment as some had
feared,” said Stifel Nicolaus analyst
Mark Swartzberg. “Their business
model is in better condition than it
was 10 years ago when we saw the
last slowdown of this type.”

In trading late Thursday after-
noon on the New York Stock Ex-
change, Coke shares were up 5.8%,
or $2.41, at $43.68.

Coke expects the stronger dollar to trim operating-profit growth by between
10 and 12 percentage points in this year’s first quarter.

CORPORATE NEWS

By Daisuke Wakabayashi

TOKYO—Pioneer Corp. said it
plans to exit its money-losing televi-
sion business and cut thousands of
jobs, the latest example of Japan’s
flagship electronics manufacturers
trying to cope with stagnant con-
sumer demand and the strong yen.

Crippled by a decline in sales
and price competition with larger ri-
vals, Pioneer said Thursday that it
would withdraw from the plasma-
display business by March 2010. Pio-
neer already has cut nearly 10,000
full-time and temporary jobs in the
first nine months of its business
year ending March 31, and said it
plans to reduce its staff by an addi-
tional 10,000 workers.

Pioneer warned that its net loss
for the year will be bigger than previ-
ously expected. It now sees a loss of
130 billion yen ($1.44 billion) for the
year ending March, compared with
an earlier projection for a loss of 78
billion yen. The company also expects
to post a loss in the coming fiscal year
because of restructuring charges.

After burning through about
40% of its cash and tripling its net
borrowings in the October-Decem-
ber quarter, Pioneer said it is consid-
ering financial “partnerships.”

Pioneer joins a long list of Japa-
nese manufacturers, particularly in
the electronics and auto industries,
to slash earnings forecasts and an-
nounce layoffs and restructuring
measures. Japanese exporters are
also grappling with a strong yen
that eats into overseas sales.

The news from Pioneer comes be-
fore Japan is set to announce gross-
domestic-product figures for the Oc-
tober-December quarter Monday.
Economists expect Japan’s GDP to
have shrunk by more than 10%, a
sharper rate of decline than is ex-
pected from other major economies.

While Japan has largely avoided
the housing bubble and credit losses
weighing on the U.S. and Europe, its
economy is paying the price for its re-
liance on its manufacturing industry.

Pioneer’s problems have been ex-

acerbated because it decided to go
after the high end of the television
market in recent years after failing
to keep pace with relentless price
cuts from competitors.

It limited its plasma-display tele-
visions to 50-inch and 60-inch mod-
els and charged a premium com-
pared to other manufacturers. Mean-
while, it tried to cut costs by not
making its own plasma-display pan-
els and opting to buy panels from Pa-
nasonic Corp.

The company expects plasma-TV
shipments to fall to 290,000 units in
the current fiscal year, down from
460,000 units last year. In addition,
it is shelving a plan to start making
LCD televisions using panels pro-
cured from Sharp Corp.

Pioneer said it is in talks with
Sharp, which owns 15% of Pioneer,
to create a joint venture for its DVD
businesses. It plans to close about
30% of its production companies
and will sell idle assets and curb cap-
ital spending.

For the third quarter ended Dec.
31, Pioneer swung to a net loss of
26.1 billion yen from a profit of 1.7
billion yen a year earlier. Revenue
dropped 38% to 131.2 billion yen.
 —John Murphy

and Yuka Hayashi
contributed to this article.

Source: WSJ reporting
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TDK 8,000

Lenovo 2,500

BHP Billiton 6,000

Panasonic 15,000

Nissan 20,000

Pioneer 10,000

Trimming down
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By David Gauthier-Villars

PARIS—State-controlled utility
Electricité de France SA posted a
sharp drop in 2008 earnings, blam-
ing French regulations that require
it to sell some of its electricity at be-
low-market prices.

EDF, a former monopoly, said
Thursday that its net profit fell 39%
to Œ3.4 billion ($4.38 billion) last
year, compared with Œ5.62 billion in
2007, as it booked a provision of Œ1.2
billion that it said was needed to off-
set the expected cost of subsidizing
competitors and customers. Reve-
nue rose 7.8% to Œ64.3 billion.

France regulates electricity tar-
iffs as a way to help consumers and
boost the competitiveness of French
companies. The approach has raised
the ire of European regulators, who
are seeking to introduce more com-
petition in energy markets.

EDF said it intends to sell at least
Œ5 billion of assets over the next
two years to reduce its debt, which
rose after the French company

bought power companies in the U.K.
and the U.S.

EDF’s debt rose to Œ24.5 billion
at the end of 2008 from Œ16.3 billion
a year earlier.

EDF went on a buying spree last
year to fulfill an ambition of expand-
ing its nuclear operations overseas.
The company is already the world’s
largest operator of nuclear reactors,
with a fleet of 58 machines in
France. It now aims to build or help
build reactors in China, the U.S., the
U.K. and possibly Italy.

In September, EDF agreed to ac-
quire smaller U.K. nuclear-power
company British Energy PLC for £12.5
billion ($18 billion) and, in December,
the French company said it would
spend $4.5 billion to acquire half of
the nuclear operations of U.S. utility
Constellation Energy Group Inc.

The company said it would rec-
ommend that shareholders approve
a dividend of Œ1.28 a share against
2008 earnings, unchanged from last
year’s payout.

Thursday, EDF shares fell 7.5% to
end at Œ32.89 on the Paris bourse.

By Stefania Bianchi

DUBAI—Emaar Properties PSJC,
the Middle East’s largest home
builder, Thursday posted a fourth-
quarter net loss of 1.77 billion United
Arab Emirates dirhams ($482 mil-
lion) because of a U.S. write-down,
and the company put new projects in
Dubai on hold amid a property slump
in the emirate.

Before the write-down, fourth-
quarter net profit was 924 million
dirhams, compared with a profit of
1.74 billion dirhams a year earlier,
the company said in an emailed
statement to Zawya Dow Jones.

Full-year profit dropped 54% to

3.06 billion dirhams from 6.58 bil-
lion dirhams a year earlier. Revenue
declined 10% to 16.02 billion
dirhams, Emaar said.

Emaar wrote down 1.77 billion
dirhams in goodwill in its John La-
ing Homes unit amid the financial
crisis, and a further 919 million
dirhams in properties owned by the
company during the quarter. Emaar,
which is about 30%-owned by
Dubai’s ruling Maktoum family,
bought John Laing Homes, one of
the largest home builders in the
U.S., for $1.05 billion in 2006 in an ef-
fort to diversify its business from
Middle East real estate.

Emaar, which has projects in
countries such as India, Turkey,
Syria, Saudi Arabia and Morocco,
said it is putting future real-estate
projects on hold to stem the oversup-
ply of units in Dubai. The company
said it will concentrate on complet-
ing all construction projects that
are under way.

“Revisiting the project pipeline
is a natural response to the new eco-
nomic realities. We have also been
negotiating with our partners to ra-
tionalize the project cost benefiting
our shareholders and customers,”
said Emaar Chairman Mohamed Ali
Alabbar, who also heads an eco-
nomic task force set up to revive
Dubai’s financial vitality.

Dubai’s once-booming property
market has slowed in recent months

and home financing has evaporated,
affecting Emaar’s sales and prop-
erty prices. Home builders in the
U.S., where John Laing Homes is
based, also are struggling in the
credit crisis, triggered by defaults
on subprime mortgages.

Emaar’s results fell far below ana-
lysts’ expectations. Credit Suisse
had forecast that Emaar would post
a fourth-quarter net profit of 855
million dirhams and a full-year
profit of 5.7 billion dirhams, while in-
vestment bank Prime Emirates pre-
dicted that Emaar’s fourth-quarter
profit would be 2.1 billion dirhams.

“Investors will not react posi-
tively to this, despite the fact that the
company has done the right thing by
writing down its U.S. assets,” said Ay-
man El Saheb, director of operations
at Darahem Financial Brokerage.

Emaar shares closed down 0.5%
at two dirhams on the Dubai Finan-
cial Market Thursday. Shares in
Emaar, the largest publicly traded
property company in the Middle
East, have plunged more than 80%
since the start of last year. Real-es-
tate companies have been among
the biggest losers on the region’s
stock markets in recent months.

In Dubai, Emaar’s project portfo-
lio includes the Burj Dubai, planned
to be the world’s tallest building,
which is to open later this year.
 —Nikhil Lohade in Dubai

contributed to this article.
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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.

3.78% 9 World -a % % 155.67 –1.97% –43.3% 6.20% 9 U.S. Select Dividend -b % % 472.09 –2.67% –41.6%

3.16% 11 Global Dow 1021.00 –0.52% –36.7% 1392.57 –0.98% –44.4% 4.79% 12 Infrastructure 1233.60 –0.04% –29.1% 1510.40 –0.50% –37.8%

5.27% 9 Stoxx 600 190.60 –1.29% –41.1% 181.89 –2.26% –48.5% 2.62% 5 Luxury 569.10 –0.99% –41.0% 619.63 –1.44% –48.2%

5.34% 9 Stoxx Large 200 206.60 –1.34% –40.8% 196.02 –2.30% –48.3% 13.40% 2 BRIC 50 260.60 –0.90% –47.4% 319.11 –1.35% –53.8%

4.76% 11 Stoxx Mid 200 168.30 –1.04% –41.6% 159.74 –2.00% –49.0% 3.92% 3 Africa 50 551.50 0.29% –49.6% 449.53 –0.16% –55.7%

5.32% 9 Stoxx Small 200 102.10 –1.11% –44.4% 96.83 –2.07% –51.4% 7.89% 4 GCC % % 1085.30 0.40% –62.1%

5.34% 8 Euro Stoxx 205.90 –2.15% –43.2% 196.50 –3.10% –50.4% 4.57% 9 Sustainability 633.50 –1.67% –37.4% 680.74 –3.00% –45.6%

5.38% 7 Euro Stoxx Large 200 220.30 –2.27% –43.5% 208.86 –3.23% –50.6% 2.92% 10 Islamic Market -a % % 1394.39 –1.60% –37.3%

5.02% 9 Euro Stoxx Mid 200 191.50 –1.32% –40.9% 181.54 –2.28% –48.4% 3.25% 9 Islamic Market 100 1472.20 –1.17% –23.1% 1603.52 –2.51% –33.1%

5.43% 9 Euro Stoxx Small 200 112.90 –2.08% –43.8% 106.94 –3.04% –50.9% 3.25% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1128.60 –1.45% –57.7% 1233.96 –2.42% –63.0% 2.81% 12 Wilshire 5000 % % 8248.18 –2.27% –39.6%

7.91% 6 Euro Stoxx Select Div 30 1245.80 –2.11% –56.3% 1367.28 –3.06% –61.9% % DJ-AIG Commodity 118.00 0.65% –37.3% 109.46 –0.34% –45.2%

*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 1.5433 2.1968 1.3233 0.1819 0.0444 0.2234 0.0170 0.3803 1.9713 0.2645 1.2352 ...

 Canada 1.2495 1.7785 1.0713 0.1473 0.0360 0.1809 0.0138 0.3079 1.5959 0.2141 ... 0.8096

 Denmark 5.8350 8.3055 5.0032 0.6877 0.1679 0.8446 0.0645 1.4380 7.4530 ... 4.6701 3.7808

 Euro 0.7829 1.1144 0.6713 0.0923 0.0225 0.1133 0.0086 0.1929 ... 0.1342 0.6266 0.5073

 Israel 4.0578 5.7759 3.4794 0.4782 0.1168 0.5874 0.0448 ... 5.1830 0.6954 3.2477 2.6293

 Japan 90.5200 128.8462 77.6163 10.6682 2.6047 13.1029 ... 22.3077 115.6212 15.5133 72.4479 58.6524

 Norway 6.9084 9.8334 5.9236 0.8142 0.1988 ... 0.0763 1.7025 8.8241 1.1840 5.5292 4.4763

 Russia 34.7520 49.4659 29.7980 4.0957 ... 5.0304 0.3839 8.5642 44.3887 5.9558 27.8138 22.5175

 Sweden 8.4850 12.0775 7.2755 ... 0.2442 1.2282 0.0937 2.0910 10.8379 1.4542 6.7910 5.4979

 Switzerland 1.1663 1.6600 ... 0.1374 0.0336 0.1688 0.0129 0.2874 1.4897 0.1999 0.9334 0.7557

 U.K. 0.7025 ... 0.6024 0.0828 0.0202 0.1017 0.0078 0.1731 0.8974 0.1204 0.5623 0.4552

 U.S. ... 1.4234 0.8574 0.1179 0.0288 0.1448 0.0110 0.2464 1.2773 0.1714 0.8004 0.6480

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 366.25 –2.25 –0.61% 816.00 305.50
Soybeans (cents/bu.) CBOT 971.50 –10.50 –1.07 1,644.50 786.50
Wheat (cents/bu.) CBOT 551.50 –4.50 –0.81 1,190.00 484.25
Live cattle (cents/lb.) CME 87.500 –0.100 –0.11 119.200 82.400
Cocoa ($/ton) ICE-US 2,649 –44 –1.63 3,214 1,910
Coffee (cents/lb.) ICE-US 114.45 –3.35 –2.84 181.50 105.00
Sugar (cents/lb.) ICE-US 13.49 –0.01 –0.07 15.95 9.94
Cotton (cents/lb.) ICE-US 46.47 –0.52 –1.11 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,928.00 3 0.16% 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,904 –7 –0.37 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,575 –39 –2.42 2,400 1,542

Copper (cents/lb.) COMEX 153.45 –0.55 –0.36 398.40 125.50
Gold ($/troy oz.) COMEX 949.20 4.70 0.50 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1351.00 –1.00 –0.07 2,122.50 8.50
Aluminum ($/ton) LME 1,381.00 –19.00 –1.36 3,340.00 1,326.00
Tin ($/ton) LME 11,000.00 105.00 0.96 25,450.00 9,750.00
Copper ($/ton) LME 3,394.00 –21.00 –0.61 8,811.00 2,815.00
Lead ($/ton) LME 1,145.00 –5.00 –0.43 3,460.00 870.00
Zinc ($/ton) LME 1,144.00 1.00 0.09 2,840.00 1,065.00
Nickel ($/ton) LME 10,250 –300 –2.84 33,600 9,000

Crude oil ($/bbl.) NYMEX 42.17 –0.30 –0.71 141.45 39.82
Heating oil ($/gal.) NYMEX 1.3218 0.0046 0.35 4.2500 1.2570
RBOB gasoline ($/gal.) NYMEX 1.3443 –0.0025 –0.19 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.504 –0.074 –1.62 12.002 4.360
Brent crude ($/bbl.) ICE-EU 46.03 0.71 1.57 150.45 41.01
Gas oil ($/ton) ICE-EU 415.75 –3.00 –0.72 1,345.25 402.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 12
Per In

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

Argentina peso-a 4.4658 0.2239 3.4963 0.2860

Brazil real 2.9244 0.3420 2.2895 0.4368

Canada dollar 1.5959 0.6266 1.2495 0.8004
1-mo. forward 1.5964 0.6264 1.2498 0.8001

3-mos. forward 1.5960 0.6266 1.2495 0.8003
6-mos. forward 1.5945 0.6272 1.2483 0.8011

Chile peso 758.78 0.001318 594.05 0.001683
Colombia peso 3214.64 0.0003111 2516.75 0.0003973

Ecuador US dollar-f 1.2773 0.7829 1 1
Mexico peso-a 18.6390 0.0537 14.5925 0.0685

Peru sol 4.1250 0.2424 3.2295 0.3096
Uruguay peso-e 29.985 0.0334 23.475 0.0426

U.S. dollar 1.2773 0.7829 1 1
Venezuela bolivar 2.74 0.364598 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9713 0.5073 1.5433 0.6480
China yuan 8.7289 0.1146 6.8339 0.1463

Hong Kong dollar 9.9011 0.1010 7.7516 0.1290
India rupee 62.0257 0.0161 48.5600 0.0206

Indonesia rupiah 15047 0.0000665 11780 0.0000849
Japan yen 115.62 0.008649 90.52 0.011047

1-mo. forward 115.57 0.008653 90.48 0.011052
3-mos. forward 115.41 0.008665 90.35 0.011068

6-mos. forward 115.12 0.008686 90.13 0.011095
Malaysia ringgit-c 4.6232 0.2163 3.6195 0.2763

New Zealand dollar 2.4685 0.4051 1.9326 0.5175
Pakistan rupee 101.405 0.0099 79.390 0.0126

Philippines peso 60.320 0.0166 47.225 0.0212
Singapore dollar 1.9324 0.5175 1.5129 0.6610

South Korea won 1788.22 0.0005592 1400.00 0.0007143
Taiwan dollar 43.524 0.02298 34.075 0.02935
Thailand baht 44.935 0.02225 35.180 0.02843

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

Euro zone euro 1 1 0.7829 1.2773

1-mo. forward 1.0004 0.9996 0.7832 1.2768

3-mos. forward 1.0008 0.9992 0.7835 1.2763

6-mos. forward 1.0007 0.9993 0.7835 1.2764

Czech Rep. koruna-b 28.684 0.0349 22.457 0.0445

Denmark krone 7.4530 0.1342 5.8350 0.1714

Hungary forint 299.20 0.003342 234.25 0.004269

Norway krone 8.8241 0.1133 6.9084 0.1448

Poland zloty 4.6275 0.2161 3.6229 0.2760

Russia ruble-d 44.389 0.02253 34.752 0.02878

Sweden krona 10.8379 0.0923 8.4850 0.1179

Switzerland franc 1.4897 0.6713 1.1663 0.8574

1-mo. forward 1.4890 0.6716 1.1658 0.8578

3-mos. forward 1.4868 0.6726 1.1640 0.8591

6-mos. forward 1.4830 0.6743 1.1610 0.8613

Turkey lira 2.1197 0.4718 1.6595 0.6026

U.K. pound 0.8974 1.1144 0.7025 1.4234

1-mo. forward 0.8976 1.1141 0.7027 1.4230

3-mos. forward 0.8977 1.1140 0.7028 1.4229

6-mos. forward 0.8976 1.1141 0.7027 1.4230

MIDDLE EAST/AFRICA

Bahrain dinar 0.4815 2.0768 0.3770 2.6527

Egypt pound-a 7.0903 0.1410 5.5510 0.1801

Israel shekel 5.1830 0.1929 4.0578 0.2464

Jordan dinar 0.9050 1.1050 0.7085 1.4114

Kuwait dinar 0.3740 2.6740 0.2928 3.4155

Lebanon pound 1925.53 0.0005193 1507.50 0.0006634

Saudi Arabia riyal 4.7908 0.2087 3.7508 0.2666

South Africa rand 12.8899 0.0776 10.0915 0.0991

United Arab dirham 4.6915 0.2132 3.6730 0.2723

SDR -f 0.8571 1.1667 0.6710 1.4903

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 9 EUROPE DJ Stoxx 600 190.64 –2.49 –1.29% –3.2% –41.1%

 9 DJ Stoxx 50 1961.57 –22.69 –1.14 –5.0% –39.4%

 8 Euro Zone DJ Euro Stoxx 205.94 –4.52 –2.15 –7.6% –43.2%

 8 DJ Euro Stoxx 50 2214.95 –52.95 –2.33 –9.6% –41.7%

 5 Austria ATX 1666.04 –46.35 –2.71 –4.8% –57.5%

 7 Belgium Bel-20 1843.00 –41.02 –2.18 –3.4% –51.0%

 6 Czech Republic PX 726.1 –14.3 –1.93 –15.4% –53.8%

 11 Denmark OMX Copenhagen 239.34 0.76 0.32% 5.8% –42.0%

 9 Finland OMX Helsinki 5123.67 –57.21 –1.10 –5.2% –52.6%

 7 France CAC-40 2964.34 –63.38 –2.09 –7.9% –39.0%

 9 Germany DAX 4407.56 –122.53 –2.70 –8.4% –36.7%

 … Hungary BUX 11760.68 23.20 0.20 –3.9% –51.3%

 2 Ireland ISEQ 2359.53 –48.29 –2.01 0.7% –63.9%

 6 Italy S&P/MIB 17669 –405 –2.24 –9.2% –48.2%

 4 Netherlands AEX 248.27 –5.01 –1.98 0.9% –43.9%

 6 Norway All-Shares 277.21 –7.25 –2.55 2.6% –43.0%

 17 Poland WIG 23564.50 –559.61 –2.32 –13.5% –52.9%

 10 Portugal PSI 20 6405.49 –52.00 –0.81 1.0% –43.7%

 … Russia RTSI 611.45 –9.13 –1.47% –3.2% –69.8%

 7 Spain IBEX 35 8200.9 –154.9 –1.85 –10.8% –38.4%

 15 Sweden OMX Stockholm 207.79 –1.10 –0.53 1.7% –33.4%

 10 Switzerland SMI 5106.67 –17.10 –0.33 –7.7% –31.9%

 … Turkey ISE National 100 25023.08 –375.34 –1.48 –6.9% –45.0%

 8 U.K. FTSE 100 4202.24 –32.02 –0.76 –5.2% –28.5%

 9 ASIA-PACIFIC DJ Asia-Pacific 84.36 –1.76 –2.04 –9.9% –42.1%

 … Australia SPX/ASX 200 3514.3 39.9 1.15% –5.6% –38.2%

 … China CBN 600 19102.66 –20.97 –0.11 29.4% –50.3%

 8 Hong Kong Hang Seng 13228.30 –310.91 –2.30 –8.1% –44.9%

 12 India Sensex 9465.83 –152.71 –1.59 –1.9% –46.7%

 … Japan Nikkei Stock Average 7705.36 –240.58 –3.03 –13.0% –43.5%

 … Singapore Straits Times 1684.96 –37.01 –2.15 –4.3% –44.7%

 11 South Korea Kospi 1179.84 –10.34 –0.87 4.9% –30.5%

 10 AMERICAS DJ Americas 207.67 –3.81 –1.80 –8.2% –40.7%

 … Brazil Bovespa 40442.33 –403.29 –0.99 7.7% –34.6%

 11 Mexico IPC 19267.22 –179.43 –0.92 –13.9% –33.9%

*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 11, 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* 210.32 –0.29% –7.6% –43.1%

4.00% 9 World (Developed Markets) 845.04 –0.16% –8.2% –42.4%

3.60% 10 World ex-EMU 99.64 –0.01% –7.4% –40.9%

3.90% 10 World ex-UK 845.18 0.02% –8.5% –41.7%

5.00% 8 EAFE 1,120.17 –0.87% –9.5% –45.2%

4.20% 8 Emerging Markets (EM) 553.54 –1.40% –2.4% –49.2%

5.60% 7 EUROPE 67.54 –0.33% –2.7% –40.0%

6.30% 7 EMU 124.67 –1.01%–12.3% –49.4%

5.70% 8 Europe ex-UK 73.69 –0.11% –5.0% –39.7%

7.80% 5 Europe Value 73.44 –0.48% –5.3% –44.7%

3.70% 10 Europe Growth 60.25 –0.19% –0.3% –35.3%

5.50% 7 Europe Small Cap 104.82 –0.80% 3.8% –44.7%

4.80% 3 EM Europe 154.86 0.19% –2.5% –61.1%

5.50% 6 UK 1,253.89 0.45% –4.6% –28.4%

5.60% 8 Nordic Countries 100.58 –1.52% 2.5% –43.8%

3.70% 3 Russia 428.06 1.04% 3.8% –66.0%

4.70% 10 South Africa 565.72 –0.87% –2.3% –16.7%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 233.07 –1.61% –5.8% –49.6%

2.90% 11 Japan 481.56 0.00% –9.1% –43.6%

3.40% 9 China 39.54 –2.50% –3.1% –41.0%

1.80% 10 India 369.19 –0.38% –0.0% –49.5%

2.40% 9 Korea 327.55 –1.03% 6.7% –26.7%

9.30% 7 Taiwan 174.03 1.37% 0.4% –41.3%

3.00% 13 US BROAD MARKET 909.75 0.71% –7.4% –39.2%

2.50% 56 US Small Cap 1,129.07 0.43% –9.5% –39.3%

4.00% 9 EM LATIN AMERICA 2,185.85 –1.86% 5.2% –46.9%

*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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Total keeps spending plan
Despite latest loss,
French oil company
won’t shelve projects

Indian retailer succumbs to credit crisis

GLOBAL BUSINESS BRIEFS

Ryanair plans Dublin airport cuts

By David Gauthier-Villars

French oil company Total SA
posted a net loss but said it would
still keep investment at about last
year’s level and not shelve any large
projects.

Total reported a net loss of Œ794
million ($1.02 billion) for the fourth
quarter, compared with a net profit
of Œ3.60 billion a year earlier, be-
cause of a sharp drop in the value of
its oil inventories.

The company plans to use the
drop in raw-material prices as an
opportunity to renegotiate procure-
ment costs with equipment suppli-
ers, Chief Executive Chris-
tophe de Margerie said
Thursday. He said invest-
ment would remain about
the same as last year—
when it was Œ13.6 bil-
lion—in order to prepare
for a global economic up-
turn. “If we stopped invest-
ing, it would not only be
stupid, it would be a mis-
take,” Mr. de Margerie told
reporters.

Total’s decision to keep
investing in new oil and
natural-gas projects may help it
fend off pressure from govern-

ments for oil companies to contrib-
ute more of their profits to stimu-

lus plans. Already, Total
has been forced by the
French government to fi-
nance the bulk of a Œ200
million program aimed at
subsidizing heating oil
this winter for lower-in-
come households.

Yet, the company may
find it difficult to continue
all its projects when many
oil-rich nations are freez-
ing field development over
concerns that energy
prices have fallen below

production costs.
Total’s daily output fell 4% to

2.35 million barrels of oil equiva-
lent last year, in part because of
technical problems in Libya and so-
cial unrest in Nigeria.

Stripping out inventories and
other items, Total posted adjusted
net profit of Œ2.87 billion for the
quarter, down 8% from a year earlier.

Revenue fell 10% to Œ38.7 billion.
As an example of Total’s willing-

ness to renegotiate prices with sup-
pliers, Mr. de Margerie cited the ex-
ample of Jubail, Total’s Œ10 billion
refinery project in Saudi Arabia.
The company and its partners have
decided to push back signature on
some procurement contracts for
the project by at least six months,
he said.

Total said it was pursuing discus-
sions with Iran on the South Pars liq-
uefied-natural-gas project, a plan
for which it may enlist support from
China National Petroleum Corp.
Last year, Total said the project was
in jeopardy because, in addition to
diplomatic hurdles stemming from
Tehran’s nuclear ambitions, esti-
mated costs were rising sharply.

Closer to home, the Total CEO
said his company remained keen
on expanding in the nuclear-
power business and was planning
to take a 10% stake in a nuclear re-
actor project in the French region
of Normandy.

Mr. de Margerie declined to say
whether Total might sweeten its
bid for Canadian tar-sand company
UTS Energy Corp., after UTS said re-
cently that Total’s bid was too low.

CORPORATE NEWS

Christophe
de Margerie

—Compiled from staff
and wire service reports.

Capgemini SA

Capgemini SA, Europe’s largest
computer-services company,
Thursday posted a 19% drop in sec-
ond-half net profit and warned
that revenue and margins may de-
cline in the first half of 2009, send-
ing its shares down 9% in Paris. Net
profit fell to Œ220 million ($284
million) from Œ272 million a year
earlier, hit by restructuring costs
and income-tax increases, while
revenue edged up to Œ4.34 billion
from Œ4.31 billion. Like-for-like rev-
enue, which strips out the effect of
acquisitions, disposals and cur-
rency movements, may decline by
as much as 2% in the first half of
2009, said Chief Executive Paul
Hermelin. At the start of the year,
many customers are taking a “wait-
and-see” approach to adjustable
spending, he said.
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Square Enix Holdings Co.

Videogames maker Square Enix
Holdings Co. of Japan agreed to buy
Eidos PLC, the British company be-
hind titles such as “Tomb Raider”
and “Championship Manager,” for
£84.3 million ($121.3 million) to ex-
tend its reach in Europe. Eidos, for-
merly known as SCi Entertainment
Group PLC, has been hit by weaker-
than-expected U.S. sales of “Tomb
Raider: Underworld,” starring Lara
Croft. Square Enix, which also
makes “Final Fantasy” role-playing
games, said it would pay 32 pence a
share in cash for Eidos. That is more
than three times Eidos’s closing
share price of nine pence on Jan. 14,
the day before the bid approach was
announced. Square Enix said operat-
ing profit fell 29% from a year earlier
to 12.77 billion yen ($141.3 million)
for the nine months ended Dec. 31.

By Eric Bellman

MUMBAI—One of India’s largest
grocery-store chains, Subhiksha
Trading Services Ltd., has shut-
tered its 1,600 stores and laid off
most its workers, its founder said in
an interview, in another sign of how
the financial crisis is striking even
industries that have little exposure
to the global economy.

Even though demand among In-
dian consumers remains strong,
Subhiksha and other major Indian
retailers are paying the price of
over-expansion. Some are strug-
gling to stay in business now that fi-
nancial backing has dried up, a
sharp swing in a matter of months
from an era when they were viewed
as perfectly poised to ride the wave
of consumption among India’s ris-
ing middle class.

Until late last year, Subhiksha

was opening stores at a rate of 50 a
month. But plans for an initial public
offering to raise funds fell through at
the end of 2007 as the stock market
slid. Then, in September, just as the
company was about to bring in an in-
ternational investor to finance fur-
ther expansion, Lehman Brothers
Holdings Inc. collapsed and the in-
vestor walked.

“The credit market completely
froze up” after Lehman, said R. Subra-
manian, Subhiksha’s founder and
managing director. “Money is like
blood. If the blood flow stops, the en-
tire brain stops working.”

Subhiksha had to stop paying sal-
ary, rents and suppliers as it looked
for cash but no interested parties
emerged. Last month it closed all its
1,600 stores and asked 14,200 of its
15,000 employees to take “unpaid
leave.” It is now in the process of re-
structuring its 7.5 billion rupees

($153.7 million) in debt with the gov-
ernment and its 13 lenders.

Mr. Subramanian said he hopes
to be back in business in May. The
company will have to resupply
most if its stores, though, as loot-
ing and spoiling of its products
mean there will be little market-
able left on its shelves. More than
600 of its stores, left unprotected
by unpaid employees and security
guards, have been looted. Wednes-
day, its distribution center in New
Delhi was attacked and police are
enforcing a curfew around its cen-
ter in Mumbai.

“It is unlikely that one is going to
go into the stores and find a lot of
stock when we go back into business
in May,” said Mr. Subramanian. “We
are getting completely choked.”

Subhiksha isn’t publicly traded
but its woes are echoed among big-
ger, listed retailers in India.

By Quentin Fottrell

DUBLIN—Irish budget airline Ry-
anair Holdings PLC said Thursday
that it plans to cut aircraft and jobs
based at Dublin airport, blaming a
new air-passenger tax from the Irish
government. Meanwhile, U.K. air-
line Virgin Atlantic Airways Ltd.
said it is considering cutting as
many as 600 jobs because of the
downturn in the industry.

Ryanair, which partly keeps
costs down by using airports with
the lowest charges, said it will cut
Dublin-based aircraft this summer
to 18 from 22, moving the extra air-
craft to Europe. The move will result
in 200 job cuts, mainly among pi-

lots, cabin crew and engineers.
Ryanair, Europe’s largest low-

cost airline by passengers carried,
employs around 6,000 in total. It
said it will also cut its winter 2009
schedule at a later date. The airline’s
move is a response to the govern-
ment’s plan to introduce a Œ10
($12.89) per-passenger tax at all
Irish airports starting March 30.

Chief Executive Michael O’Leary
said he would reverse the decision to
cut aircraft and jobs in Dublin if the
Irish government withdraws the tax.

Virgin Atlantic, meanwhile, said it
is consulting with staff about 600
possible job losses and is talking to la-
bor unions about ways to protect as
many jobs as possible and avoid com-

pulsory layoffs. Virgin Atlantic em-
ploys some 8,500 people world-wide.

Airlines have been hit over the
past year, jolted first as fuel prices
soared to record levels in the first
half of 2008 and then, just as fuel
prices began to retreat, by plummet-
ing passenger numbers and cargo vol-
umes due to the economic downturn.

“With falling demand for travel,
airlines have to reduce their costs
through a variety of measures in-
cluding cutting capacity, freezing
pay, unpaid leave and, regrettably,
adjusting staff numbers,” Virgin At-
lantic Chief Executive Steve Ridg-
way said in a statement.

 —Steve McGrath in London
contributed to this article.

Gas Natural SDG SA

Spain’s competition authority
has allowed Gas Natural SDG SA to
hold onto the gas unit of Union
Fenosa SA if Gas Natural sells some
assets, clearing the takeover. Gas
Natural last year agreed to buy
45.3% of Union Fenosa from Spanish
construction company Actividades
de Construccion y Servicios SA and
launch a bid for the rest. Antitrust
clearance was required for the take-
over, valued at about Œ18.26 billion
($23.54 billion). The antitrust
agency said Thursday that Gas Natu-
ral will dispose of assets represent-
ing 2,000 megawatts of gas-fired
power generation. Italy’s Eni SpA
owns 50% of Union Fenosa Gas and
has rights to purchase the other half
if the unit is up for sale. Gas Natural
agreed to let Union Fenosa continue
to supply third parties.

Kellogg, Brown & Root

Kellogg, Brown & Root LLC
pleaded guilty to U.S. bribery
charges in Houston on Wednesday
and, with its current and former par-
ent companies, agreed to a larger-
than-expected $579 million in fines
and penalties arising from a plan to
bribe Nigerian government officials.
The deal, which also involves KBR
Inc. and Halliburton Co., the former
parent of Kellogg, Brown & Root,
was set at $559 million when it was
announced last month. KBR is pay-
ing $402 million in criminal fines,
and the companies are jointly pay-
ing $177 million to settle the U.S. Se-
curities and Exchange Commis-
sion’s civil complaint, which ac-
cused them of accounting and inter-
nal-controls violations.

Marriott International Inc.

Marriott International Inc.
swung to a fourth-quarter loss on re-
structuring charges and lower reve-
nue, and the hotel company pro-
jected continued weakness as the
economic downturn restricts travel.
At its hotels in North America, Mar-
riott said revenue per available
room—or revpar, a key financial
measure in the industry—is ex-
pected to fall 17% in the first quarter.
Outside North America, it expects a
15% drop. Marriott, Bethesda, Md.,
reported a net loss of $10 million, or
three cents a share, for the fourth
quarter, compared with year-earlier
net income of $176 million, or 46
cents a share. Excluding restructur-
ing charges and other items, earn-
ings fell 45% to 34 cents. Revenue de-
clined 7.5% to $3.78 billion.

Nissan Motor Co.

Nissan Motor Co. Thursday
joined other major Japanese auto
makers in targeting increased sales
in China this year, hoping that high
sales in the huge market will help it
get through the global slowdown in
car demand. Nissan said it aims to in-
crease China sales volume by 4.6%
to 570,000 vehicles in 2009. Japan’s
third-biggest car maker by volume
seeks to increase passenger-vehicle
sales by 6.7% to 415,000 vehicles to
offset an expected 0.6% fall for light
commercial vehicles, to 115,000
units. But the forecasts come as the
Chinese market also shows signs of
succumbing to the world slump. For
the third straight month, year-on-
year passenger-vehicle sales in
China fell in January. In 2008, sales
in the world’s second-biggest auto
market posted the slowest growth
in at least five years.

Rolls-Royce Group PLC

Jet-engine maker reports
loss despite revenue gains

Rolls-Royce Group PLC swung
to a net loss for 2008 as exchange-
rate losses more than offset a rise
in revenue, but offered a cautiously
optimistic outlook for 2009. The
world’s second-largest maker of
commercial and military jet en-
gines after General Electric Co.
posted a full-year net loss of £1.34
billion ($1.93 billion) compared
with a net profit of £606 million in
2007. The U.K.-based company at-
tributed the loss to last year’s 28%
decline in the value of the pound
against the dollar. Rolls-Royce gen-
erates net dollar receipts of be-
tween $3.5 billion and $4 billion a
year and takes hedging positions to
cover that amount, which, at the
end of the year, were at a higher
rate than the actual exchange rate.
Revenue, meanwhile, increased
22% to £9.08 billion.

Yamaha Motor Co.

Yamaha Motor Co. fell into the
red in the fourth quarter and said it
expects to be unprofitable this year,
demonstrating how the yen’s
strength and a downturn in demand
are hurting the company’s bottom
line. The Japan-based motorcycle
maker posted a net loss of 41.3 bil-
lion yen ($456.9 million) in the quar-
ter, a reversal from the year-earlier
profit of 3.73 billion yen. It also
posted an operating loss of 15.7 bil-
lion yen, compared with a year-ear-
lier profit of 29.15 billion yen. Sales
dropped to 321.31 billion yen from
421.71 billion yen. The poor results
underscore how demand for motor-
cycles and leisure boats has taken a
turn for the worse amid a slide in
personal consumption. For the cur-
rent year, Yamaha Motor expects to
post a net loss of 42 billion yen.
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Parex Eastern Europ Bd EU BD LVA 02/11 USD 8.91 2.2 –35.7 –17.2

Parex Russian Eq EE EQ LVA 02/11 USD 9.02 4.2 –68.6 –39.2

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 02/12 USD 101.07 –8.9 –50.8 –24.5

PF (LUX)-Asian Eq-Pca AS EQ LUX 02/12 USD 96.92 –8.9 –51.3 –25.1

PF (LUX)-Biotech-Pca OT EQ LUX 02/11 USD 302.56 6.1 –5.4 1.4

PF (LUX)-CHF Liq-Pca CH MM LUX 02/11 CHF 124.03 0.0 1.4 1.7

PF (LUX)-CHF Liq-Pdi CH MM LUX 02/11 CHF 93.62 0.1 1.4 1.7

PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/11 EUR 112.53 –4.6 –38.7 –29.7

PF (LUX)-Digital Comm-Pca OT EQ LUX 02/11 USD 77.91 –4.2 –34.6 –17.6

PF (LUX)-East Eu-Pca EU EQ LUX 02/11 EUR 138.32 3.6 –67.1 –43.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/12 USD 89.36 –4.1 –55.2 –27.5

PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/12 USD 294.63 –3.2 –54.6 –26.8

PF (LUX)-Eu Indx-Pca EU EQ LUX 02/11 EUR 75.14 –1.7 –36.0 –26.4

PF (LUX)-EUR Bds-Pca EU BD LUX 02/11 EUR 369.06 –1.2 –0.5 0.4

PF (LUX)-EUR Bds-Pdi EU BD LUX 02/11 EUR 280.85 –1.2 –0.5 0.4

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/11 EUR 126.64 1.4 –4.9 –2.3

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/11 EUR 89.03 1.4 –4.9 –2.3

PF (LUX)-EUR HiYld-Pca EU BD LUX 02/11 EUR 98.51 9.2 –22.9 –19.2

PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/11 EUR 57.11 9.2 –22.9 –19.2

PF (LUX)-EUR Liq-Pca EU MM LUX 02/11 EUR 135.02 0.3 3.5 3.4

PF (LUX)-EUR Liq-Pdi EU MM LUX 02/11 EUR 97.31 0.3 3.5 3.4

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/11 USD 102.09 0.2 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/11 USD 100.73 0.2 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 02/11 EUR 301.75 –1.4 –39.8 –31.3

PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/11 EUR 99.15 –2.0 –36.9 –30.0

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/11 USD 188.50 –0.5 –6.8 –0.5

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/11 USD 128.24 –0.5 –6.8 –0.5

PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/11 USD 12.01 –6.4 –43.7 –28.8

PF (LUX)-Gr China-Pca AS EQ LUX 02/12 USD 198.84 –6.5 –44.5 –18.6

PF (LUX)-Indian Eq-Pca EA EQ LUX 02/12 USD 184.10 –3.9 –56.6 –24.0

PF (LUX)-Jap Index-Pca JP EQ LUX 02/12 JPY 7217.90 –11.4 –41.5 –33.8

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/12 JPY 6484.45 –11.2 –43.3 –38.0

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/12 JPY 6324.83 –11.2 –43.7 –38.4

PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/12 JPY 3505.41 –10.7 –39.7 –35.8

PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/12 USD 143.32 –9.5 –49.4 –24.6

PF (LUX)-Piclife-Pca CH BA LUX 02/11 CHF 692.23 0.4 –14.1 –11.3

PF (LUX)-PremBrnds-Pca OT EQ LUX 02/11 EUR 41.47 –6.0 –37.1 –29.3

PF (LUX)-Security-Pca GL EQ LUX 02/11 USD 71.75 0.4 –24.6 –17.1

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/11 EUR 334.28 2.4 –37.3 –29.3

PF (LUX)-US Eq-Ica US EQ LUX 02/11 USD 76.90 –5.8 –34.9 –20.2

PF (LUX)-USA Index-Pca US EQ LUX 02/11 USD 67.05 –7.5 –36.7 –22.8

PF (LUX)-USD Gov Bds-Pca US BD LUX 02/11 USD 516.98 –2.5 6.5 8.0

PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/11 USD 379.35 –2.5 6.5 8.0

PF (LUX)-USD Liq-Pca US MM LUX 02/11 USD 130.33 0.1 2.0 3.3

PF (LUX)-USD Liq-Pdi US MM LUX 02/11 USD 85.10 0.1 2.0 3.3

PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/11 USD 101.41 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/11 USD 100.70 0.1 NS NS

PF (LUX)-Water-Pca GL EQ LUX 02/11 EUR 105.43 2.3 –25.0 –17.9

PF (LUX)-WldGovBds-Pca GL BD LUX 02/12 USD 157.64 –4.4 4.1 8.7

PF (LUX)-WldGovBds-Pdi GL BD LUX 02/12 USD 130.48 –4.4 4.1 8.7

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/11 USD 32.19 –22.5 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 02/11 USD 7.86 0.3 –34.7 –26.3

Japan Fund USD JP EQ IRL 02/12 USD 13.13 –10.6 –14.4 –14.5

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 02/11 EUR 525.95 –6.7 –35.5 NS
Core Eurozone Eq B EU EQ IRL 02/11 EUR 615.22 –6.4 NS NS
Euro Fixed Income A EU BD IRL 02/11 EUR 1107.57 –2.2 –13.1 –6.7
Euro Fixed Income B EU BD IRL 02/11 EUR 1176.16 –2.1 –12.6 –6.2
Euro Small Cap A EU EQ IRL 02/11 EUR 865.80 2.1 –42.2 –35.9
Euro Small Cap B EU EQ IRL 02/11 EUR 922.53 2.2 –41.9 –35.5
Eurozone Agg Eq A EU EQ IRL 02/11 EUR 478.47 –3.7 –40.1 NS
Eurozone Agg Eq B EU EQ IRL 02/11 EUR 683.99 –3.7 –39.8 –29.5
Glbl Bd (EuroHdg) A GL BD IRL 02/11 EUR 1211.01 1.1 –7.7 –2.9
Glbl Bd (EuroHdg) B GL BD IRL 02/11 EUR 1278.64 1.2 –7.0 –2.3
Glbl Bd A EU BD IRL 02/11 EUR 1042.16 6.3 0.7 –1.0
Glbl Bd B EU BD IRL 02/11 EUR 1103.66 6.4 1.3 –0.4
Glbl Real Estate A OT EQ IRL 02/11 USD 561.68 –15.7 –51.5 –38.9
Glbl Real Estate B OT EQ IRL 02/11 USD 576.00 –15.7 –51.2 –38.5
Glbl Real Estate EH-A OT EQ IRL 02/11 EUR 534.20 –14.8 –49.7 –39.6
Glbl Real Estate SH-B OT EQ IRL 02/11 GBP 50.25 –15.2 –49.6 –38.9
Glbl Strategic Yield A EU BD IRL 02/11 EUR 1175.54 4.0 –19.7 –11.3
Glbl Strategic Yield B EU BD IRL 02/11 EUR 1251.25 4.1 –19.2 –10.8
Japan Equity A JP EQ IRL 02/11 JPY 9113.00 –11.8 –42.9 –35.2
Japan Equity B JP EQ IRL 02/11 JPY 9661.00 –11.8 –42.5 –34.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/11 USD 1192.89 –7.3 –48.3 –25.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/11 USD 1266.32 –7.2 –48.0 –24.8
Pan European Eq A EU EQ IRL 02/11 EUR 703.97 –2.0 –39.8 –29.6
Pan European Eq B EU EQ IRL 02/11 EUR 746.48 –2.0 –39.5 –29.2
US Equity A US EQ IRL 02/11 USD 621.48 –7.1 –40.4 –24.2
US Equity B US EQ IRL 02/11 USD 661.92 –7.0 –40.1 –23.7
US Small Cap A US EQ IRL 02/11 USD 921.82 –8.3 –40.5 –26.1
US Small Cap B US EQ IRL 02/11 USD 982.37 –8.3 –40.2 –25.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/12 SEK 58.09 –3.5 –42.6 –31.0
Choice Japan Fd JP EQ LUX 02/12 JPY 40.02 –11.0 –41.0 –35.8
Choice Jpn Chance/Risk JP EQ LUX 02/12 JPY 39.46 –11.9 –47.5 –36.4
Choice NthAmChance/Risk US EQ LUX 02/12 USD 2.76 –1.4 –41.8 –24.9
Europe 2 Fd EU EQ LUX 02/12 EUR 0.67 –2.8 –46.6 –32.9
Europe 3 Fd EU EQ LUX 02/12 GBP 2.69 –10.1 –34.9 –21.7
Global Chance/Risk Fd GL EQ LUX 02/12 EUR 0.48 2.7 –32.6 –24.9
Global Fd GL EQ LUX 02/12 USD 1.53 –8.1 –42.0 –25.9
Intl Mixed Fd -C- NO BA LUX 02/12 USD 21.07 –8.3 –31.9 –17.2
Intl Mixed Fd -D- NO BA LUX 02/12 USD 14.87 –8.3 –31.9 –16.1
Wireless Fd OT EQ LUX 02/12 EUR 0.10 5.3 –40.6 –23.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/12 USD 4.23 –6.7 –46.1 –23.9
Currency Alpha EUR -IC- OT OT LUX 02/12 EUR 10.71 –1.8 7.4 NS
Currency Alpha EUR -RC- OT OT LUX 02/12 EUR 10.66 –1.9 7.0 NS
Currency Alpha SEK -ID- OT OT LUX 02/12 SEK 103.60 –1.9 7.2 NS
Currency Alpha SEK -RC- OT OT LUX 02/12 SEK 114.88 –1.9 7.0 NS
Generation Fd 80 OT OT LUX 02/12 SEK 6.38 –0.1 –26.1 NS
Nordic Focus EUR NO EQ LUX 02/12 EUR 52.67 5.6 –37.4 NS
Nordic Focus NOK NO EQ LUX 02/12 NOK 57.80 5.6 –37.4 NS
Nordic Focus SEK NO EQ LUX 02/12 SEK 60.48 5.6 –37.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/12 USD 1.32 –4.8 –39.4 –24.7
Ethical Global Fd GL EQ LUX 02/12 USD 0.56 –9.3 –42.6 –27.2
Ethical Sweden Fd NO EQ LUX 02/12 SEK 28.79 0.1 –26.8 –21.4
Europe Fd EU EQ LUX 02/12 USD 1.45 –4.3 –38.8 –26.9
Index Linked Bd Fd SEK OT BD LUX 02/12 SEK 13.17 0.8 2.8 5.1
Medical Fd OT EQ LUX 02/12 USD 2.78 –2.9 –22.1 –12.9
Short Medium Bd Fd SEK NO MM LUX 02/12 SEK 9.20 0.5 3.1 3.1
Technology Fd OT EQ LUX 02/12 USD 1.58 1.3 –34.8 –19.3
World Fd NO BA LUX 02/12 USD 1.52 –8.0 –37.5 –18.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/12 EUR 1.27 0.2 1.9 2.1

Short Bond Fd SEK NO MM LUX 02/12 SEK 21.72 0.8 3.0 3.1

Short Bond Fd USD US MM LUX 02/12 USD 2.50 0.0 1.4 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/12 SEK 10.04 –0.2 –3.0 –0.1

Alpha Bond Fd SEK -B- NO BD LUX 02/12 SEK 9.01 –0.2 –3.0 –0.1

Alpha Bond Fd SEK -C- NO BD LUX 02/12 SEK 25.14 –0.3 –3.1 –0.2

Alpha Bond Fd SEK -D- NO BD LUX 02/12 SEK 8.38 –0.3 –3.1 –0.2

Alpha Short Bd SEK -A- NO MM LUX 02/12 SEK 10.93 1.2 3.6 3.4

Alpha Short Bd SEK -B- NO MM LUX 02/12 SEK 10.25 1.2 3.6 3.4

Alpha Short Bd SEK -C- NO MM LUX 02/12 SEK 21.39 1.2 3.5 3.2

Alpha Short Bd SEK -D- NO MM LUX 02/12 SEK 8.89 1.2 3.5 3.3

Bond Fd SEK -C- NO BD LUX 02/12 SEK 41.81 0.6 8.6 6.0

Bond Fd SEK -D- NO BD LUX 02/12 SEK 12.54 0.6 7.4 5.4

Corp. Bond Fd EUR -C- EU BD LUX 02/12 EUR 1.08 –0.8 –9.4 –4.5

Corp. Bond Fd EUR -D- EU BD LUX 02/12 EUR 0.85 –0.8 –9.8 –4.8

Corp. Bond Fd SEK -C- NO BD LUX 02/12 SEK 10.78 0.4 –11.8 –5.7

Corp. Bond Fd SEK -D- NO BD LUX 02/12 SEK 8.47 0.4 –11.7 –5.6

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/12 EUR 102.95 –0.9 NS NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/12 EUR 102.61 –0.9 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 02/12 SEK 1106.17 –0.9 NS NS

Flexible Bond Fd -C- NO BD LUX 02/12 SEK 21.10 1.1 6.1 4.5

Flexible Bond Fd -D- NO BD LUX 02/12 SEK 11.94 1.1 6.1 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/12 SEK 79.58 –0.6 –21.6 –14.1

Global Hedge I SEK -D- OT OT LUX 02/12 SEK 72.72 –0.6 –23.8 –15.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/12 USD 1.47 –4.2 –49.2 –20.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/12 SEK 17.41 3.7 –39.2 –25.9

Europe Chance/Risk Fd EU EQ LUX 02/12 EUR 737.71 –3.3 –50.3 –35.3

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 02/05 USD 863.97 –8.1 –52.2 –13.8

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 02/10 EUR 27.50 –3.0 –5.7 0.5

Bonds Eur Corp A OT OT LUX 02/10 EUR 20.97 1.1 –5.5 –2.8

Bonds Eur Hi Yld A OT OT LUX 02/10 EUR 14.07 5.8 –27.9 –20.3

Bonds EURO A OT OT LUX 02/10 EUR 39.21 –0.7 3.0 3.4

Bonds Europe A OT OT LUX 02/10 EUR 37.74 –0.4 2.8 2.7

Bonds US MtgBkSec A OT OT LUX 02/11 USD 26.06 1.7 0.8 3.9

Bonds US OppsCoreplus A OT OT LUX 02/10 USD 32.48 3.0 1.2 4.5

Bonds World A OT OT LUX 02/10 USD 38.27 –3.9 0.0 7.4

Eq. China A OT OT LUX 02/11 USD 14.43 –3.4 –44.4 –16.6

Eq. ConcentratedEuropeA OT OT LUX 02/11 EUR 20.01 –2.8 –42.3 –31.3

Eq. Eastern Europe A OT OT LUX 02/11 EUR 12.76 –3.5 –65.7 –42.2

Eq. Equities Global Energy OT OT LUX 02/11 USD 13.89 –2.6 –39.1 –13.6

Eq. Euroland A OT OT LUX 02/11 EUR 8.66 –5.6 –39.6 –29.6

Eq. Euroland MidCapA OT OT LUX 02/11 EUR 14.42 0.1 –41.6 –33.4

Eq. EurolandCyclclsA OT OT LUX 02/11 EUR 13.72 –0.1 –36.2 –22.2

Eq. EurolandFinancialA OT OT LUX 02/11 EUR 7.37 –12.5 –51.3 –41.6

Eq. Glbl Emg Cty A OT OT LUX 02/11 USD 5.68 –5.1 –52.5 –24.5

Eq. Global A OT OT LUX 02/11 USD 19.81 –5.8 –40.1 –26.6

Eq. Global Technol A OT OT LUX 02/11 USD 3.73 2.0 –37.9 –27.9

Eq. Gold Mines A OT OT LUX 02/11 USD 21.96 5.0 –31.1 –9.1

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 –7.6 –19.1 –22.2

Eq. Pacific A OT OT LUX 02/11 USD 5.98 –6.3 –48.3 –22.3

Eq. US ConcenCore A OT OT LUX 02/11 USD 16.18 –0.4 –31.9 –19.2

Eq. US Lg Cap Gr A OT OT LUX 02/11 USD 10.90 1.1 –39.8 –23.7

Eq. US Mid Cap A OT OT LUX 02/11 USD 19.82 –1.1 –41.2 –22.8

Eq. US Multi Strg A OT OT LUX 02/11 USD 15.31 –4.2 –41.2 –27.0

Eq. US Rel Val A OT OT LUX 02/11 USD 14.45 –7.0 –44.8 –31.9

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 02/11 USD 12.24 –5.5 –46.2 –33.6

Money Market EURO A OT OT LUX 02/11 EUR 27.20 0.3 4.1 4.0

Money Market USD A OT OT LUX 02/11 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 02/12 JPY 7399.00 –14.0 –45.3 –39.6

YMR-N Japan Fund JP EQ IRL 02/12 JPY 8045.00 –14.8 –44.0 –36.8

YMR-N Low Price Fund JP EQ IRL 02/12 JPY 11105.00 –14.5 –40.2 –37.2

YMR-N Small Cap Fund JP EQ IRL 02/12 JPY 5538.00 –13.7 –44.9 –40.8

Yuki Mizuho Gen Jpn III JP EQ IRL 02/12 JPY 3645.00 –14.2 –52.1 –40.3

Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/12 JPY 3850.00 –14.3 –52.0 –43.5

Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/12 JPY 5266.00 –13.7 –48.9 –40.0

Yuki Mizuho Jpn Gen JP EQ IRL 02/12 JPY 6859.00 –14.5 –44.1 –38.0

Yuki Mizuho Jpn Gro JP EQ IRL 02/12 JPY 5318.00 –14.9 –44.4 –40.1

Yuki Mizuho Jpn Inc JP EQ IRL 02/12 JPY 6920.00 –13.0 –38.5 –34.6

Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/12 JPY 4232.00 –15.1 –45.5 –36.9

Yuki Mizuho Jpn LowP JP EQ IRL 02/12 JPY 9429.00 –16.8 –37.8 –33.6

Yuki Mizuho Jpn PGth JP EQ IRL 02/12 JPY 6531.00 –14.5 –49.6 –39.8

Yuki Mizuho Jpn SmCp JP EQ IRL 02/12 JPY 5345.00 –12.8 –48.7 –40.5

Yuki Mizuho Jpn Val Sel AS EQ IRL 02/12 JPY 4563.00 –12.1 –41.3 –35.1

Yuki Mizuho Jpn YoungCo AS EQ IRL 02/12 JPY 2173.00 –9.0 –52.7 –51.5

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/12 JPY 3646.00 –13.3 –50.0 –39.9

Yuki 77 General JP EQ IRL 02/12 JPY 5201.00 –11.9 –45.8 –37.4

Yuki 77 Growth JP EQ IRL 02/12 JPY 4981.00 –15.8 –49.1 –42.5

Yuki 77 Income AS EQ IRL 02/12 JPY 4475.00 –12.5 –38.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/12 JPY 5496.00 –11.9 –43.6 –37.2

Yuki Chugoku Jpn Gro JP EQ IRL 02/12 JPY 4300.00 –15.9 –47.0 –38.0

Yuki Chugoku JpnLowP JP EQ IRL 02/12 JPY 6847.00 –16.4 –36.6 –32.5

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 02/12 JPY 5844.00 –13.7 –47.4 –38.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/12 JPY 3942.00 –13.3 –46.0 –37.5

Yuki Hokuyo Jpn Inc JP EQ IRL 02/12 JPY 4478.00 –15.2 –38.9 –34.1

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/12 JPY 4081.00 –13.3 –43.0 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/12 JPY 3909.00 –13.2 –51.3 –40.2

Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/12 JPY 3683.00 –15.6 –49.9 –40.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/12 JPY 4349.00 –14.7 –45.0 –37.4

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 12/31 USD 34.39 –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 02/06 EUR 122.33 3.0 –11.2 –3.8

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 02/06 USD 261.88 1.2 –10.7 –2.0

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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Eastern Europe reels as demand for exports dwindles

Pakistan accepts partial Mumbai role
Official offers fullest accounting yet of investigation into November attacks, says most key plotters are in custody

Rehman Malik, Pakistan’s interior ministry chief, said, ‘The boats that were used by the terrorists…are under our possession.’

By Marcus Walker

BERLIN—Eastern Europe, which
narrowly survived the global finan-
cial crisis with help from the Interna-
tional Monetary Fund, now faces a
second shock wave: Industry is
slumping along with exports to Eu-
rope’s wealthier West.

Economic data for 2008’s fourth
quarter, due Friday, are expected to
show growth collapsing in coun-
tries such as Poland, the Czech Re-
public and Slovakia, which had
coped relatively well with the crisis.

Thus far, the downturn’s toll has
been worst in countries that have
large trade deficits and relied on for-
eign borrowing to pay for their con-
sumption, such as Baltic nations Es-
tonia and Latvia.

Many analysts expect that other
countries that rely on foreign
credit, such as Bulgaria and Roma-
nia, will follow the Baltics into re-
cession now that cheap credit has
dried up and investors are fleeing
emerging markets.

Even the region’s strongest econo-
mies are caught in the downward spi-
ral, because of trade links with Ger-
many and other euro-zone nations.

“Almost every country in central
and eastern Europe will have a reces-
sion in 2009,” says Neil Shearing, an

economist at London consultancy
Capital Economics. “The collapse in
industrial production that we’re see-
ing will spread and engulf these en-
tire economies.”

Growth in Poland and Slovakia
could fall to around zero this year,
while Hungary and the Czech Repub-
lic will have sharp economic contrac-
tions, Mr. Shearing predicts.

Friday’s data are expected to con-
firm that Hungary’s economy is
shrinking. The country is suffering
from falling exports and financial
strains because of its citizens’ exces-
sive borrowing in foreign curren-
cies in recent years.

Analysts expect data for Slova-
kia—which joined the euro zone in
January—and the Czech Republic to
show that a slowdown began in the
fourth quarter, driven by the col-
lapse in Western European demand
for cars.

The two countries have turned
themselves into the Detroit of Eu-
rope in recent years, luring carmak-
ers from around the world to build
factories there. Now their car sales
are performing like Detroit’s.

The Czech Republic’s biggest ex-
porter, carmaker Skoda, announced
in December that it would operate
its factories only four days a week
for the first half of 2009, because of

crumbling car sales around Europe.
Sales in Western Europe of cars
made in the Czech Republic, Slova-
kia and Hungary are currently down
about 30% from a year ago, says
Gyula Toth, Central Europe econo-
mist at Unicredit in Vienna.

“Car production in January and
February will be terrible—you
might see a 50% decline” from a year

ago, Mr. Toth says. Many car facto-
ries stopped production because of
both a lack of sales and a lack of en-
ergy last month, when a dispute be-
tween Russia and Ukraine cut much
of Eastern Europe’s gas supply.

Economists say prospects for a
recovery depend heavily on Ger-
many, which buys roughly a third of
its eastern neighbors’ exports.

Germany’s economy is set to
shrink by about 2.5% this year, the
IMF predicts. Some business sur-
veys suggest Germany might stabi-
lize in the second half, however.

Even in Poland, which has a larger
domestic market than other coun-
tries in the region, falling exports are
hurting industrial production and
employment, which is spilling over
into weak consumer spending.

Polish trade data published by
the country’s central bank on
Thursday showed that exports fell
16% in December from a year ear-
lier. That followed a steep fall in
November, when Western Eu-
rope’s slowdown first made itself
felt in the European Union’s newer
member states.

Export data for the Czech Repub-
lic, Hungary and Slovakia show the
same pattern: Demand for the re-
gion’s goods started to collapse at
the end of last year. In December,

Czech exports fell 13% from a year
earlier, while Slovak exports fell 10%
and Hungarian exports fell 16%, ac-
cording to national statistics.

Polish furniture maker Profim
Ltd. first felt its customers’ falling
demand at a trade fair in Cologne,
Germany, in October. The company
expects weak exports in the first
half of this year, says marketing
manager Katarzyna Bukowiecka.
But Poland’s weakening currency,
the zloty, will help the company com-
pete, she says.

The weak zloty is giving many
other Polish companies a severe
headache, however: Before the fi-
nancial crisis, they invested in cur-
rency options to protect their ex-
port earnings against the zloty’s
seemingly inexorable rise.

The zloty’s 30% fall against the
euro since last summer means these
companies now face financial
losses, which Poland’s financial reg-
ulator estimates could amount to
more than 1% of Poland’s gross do-
mestic product.

Poland’s government, which
fears losses on currency options
could bankrupt many domestic com-
panies, wants banks that sold com-
panies such instruments to help
their clients pay for their losses.

ECONOMY & POLITICS

Pakistan publicly acknowledged
for the first time Thursday that last
year’s terrorist attacks on Mumbai
were partly planned on its soil and
said it had arrested most of the key
plotters, the clearest sign to date
that Pakistan intends to cooperate
with international efforts to prose-
cute those behind the attacks.

Detailing a strong Pakistani link
to the three-day rampage in Novem-
ber, Interior Ministry chief Rehman
Malik said his investigators had
tracked down safe houses and hide-
outs used by the conspirators, traced
the boats that carried the attackers
from a seaside Pakistani town to the
waters outside Mumbai, and found
the store in the Arabian Sea port of
Karachi that sold the engines used to
power the dinghies that carried the
10 gunmen ashore.

“The boats that were used by the
terrorists to reach Mumbai are un-
der our possession,” he said. He
added that authorities have also
taken into custody the crews that
sailed them.

Mr. Malik’s announcement ap-
peared to mark a clear break from Pa-
kistan’s equivocation over the role of
its people in the attacks. While India
and the U.S. have urged Islamabad to
take responsibility and action, some
Pakistani officials had suggested the
plot was hatched elsewhere and Paki-
stanis were only incidental players.

“Some part of the conspiracy has
taken place in Pakistan,” Mr. Malik
said. “I want to assure our nation, I
want to assure the international com-
munity, that we mean business.”

India’s Foreign Ministry called Pa-
kistan’s statement “a positive devel-
opment” and said it would share

whatever additional information it
could. That was a marked change
from the accusatory tone New Delhi
has taken with Islamabad since the
attacks on luxury hotels, a Jewish
center and other targets left 171 peo-
ple dead, including nine assailants.

State Department spokesman
Robert Wood described reports of
the arrests as “a very positive step.”

Officials in Washington have
pushed Pakistan to conduct a thor-
ough investigation and offer a com-
plete, public accounting of what
they found.

“Pakistan knows the entire inter-
national community is watching and
wants to see justice,” Mr. Wood said.

Mr. Malik said six people have
been charged in Pakistan with “abet-
ting, conspiracy and facilitation” of

a terrorist act, and several other sus-
pected plotters are currently in Paki-
stani custody or under investiga-
tion. The suspects being held in-
clude at least one Pakistani who was
living Barcelona, Spain, he said.

“Don’t ask how I brought him to
Pakistan,” Mr. Malik said. “He was
lured to come here.”

Spain’s Interior Ministry said it
had no information about the ar-
rest, and that it has made a request
to Pakistan for information.

Mr. Malik’s accounting of what
Pakistani investigators have so far
found offered a glimpse of a plot
that used the global communica-
tions network to mask its origins.
Some of the mobile-phone SIM
cards were from Austria and India,
Internet phone calls were made on

an account paid for in Barcelona,
and a Thuraya satellite phone was
bought in the Middle East.

In Pakistan, Mr. Malik said au-
thorities were able to trace and ar-
rest “one of the main opera-
tors”—a man he said was named
Hamman Sadiq—by sifting
through records of bank transfers
and telephone calls.

Mr. Malik said some of the plot-
ters were linked to the banned Paki-
stani Islamic militant group Lash-
kar-e-Taiba, the outfit that U.S.
and Indian officials say was behind
the attacks.

Among those “under investiga-
tion,” according to Mr. Malik, is Zaki
ur-Rehman Lakhvi, the group’s oper-
ational commander and the alleged
mastermind of the attacks. Mr. La-

khvi was detained in a crackdown
on Lashkar in December along with
Zarar Shah, Lashkar’s communica-
tions chief.

Mr. Malik said Pakistani investi-
gators, who have been studying evi-
dence provided by India in early Jan-
uary, are now seeking more informa-
tion from New Delhi to help ensure
they have enough evidence to con-
vict the suspects.

Among the information being
sought are DNA samples from the
sole surviving attacker, who was
captured by India, Mohammed Aj-
mal Kasab, and the nine others slain
by Indian security forces. Mr. Malik
said Pakistan needs the samples to
confirm their identities.

One issue not directly addressed
by Mr. Malik was Indian accusations
that elements of Pakistan’s Inter-
Services Intelligence agency, which
once had close ties to Lashkar,
played a role in plotting the attack.

New Delhi, in its reaction, said it
expects a complete crackdown on
Lashkar and other Pakistani groups
that have targeted India. “We would
also expect that the government of
Pakistan take credible steps to dis-
mantle the infrastructure of terror-
ism in Pakistan,” the foreign minis-
try said.

Pakistan has arrested much of
Lashkar’s top and mid-level leader-
ship, but officials say the organiza-
tion continues to operate.

Meanwhile, the International
Monetary Fund will begin a 10-day
review of Pakistan’s economic per-
formance Sunday.

Pakistan recieved the first $3.1
billion of a $7.6 billion IMF rescue
packaged in November, and is ex-
pecting a $750 million installment
upon completion of the review, a Pa-
kistani official said.
 —Haris Zamir, Thomas Catan

and Louise Radnofsky
contributed to this article.

Source: Capital Economics                    *Forecasts   
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Madoff scandal’s impact reaches medical research
Philanthropy slows
as the losses mount;
from diabetes to cancer
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The family that funded Brigham and Women’s Hospital’s Carl J. and Ruth Shapiro Cardiovascular Center in Boston (above)
was among Madoff’s biggest victims. Anne and Jerome Fisher (right) pledged $50 million to the University of Pennsylvania
for a new biomedical research center.

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

By Elizabeth Bernstein

Mark Bear has spent the past year
and half searching for a way to re-
store eyesight to people with amblyo-
pia, a developmental disorder that af-
fects vision. His research—and other
neurobiological studies being con-
ducted by nine of his colleagues at the
Massachusetts Institute of Technol-
ogy—was paid for by a $2 million-a-
year grant from private donors.

But that financial support has
dried up. The funders—Barbara and
Jeffrey Picower—announced in late
December that their charitable foun-
dation’s endowment was managed
by Bernard Madoff, alleged master-
mind of one of the biggest financial
frauds in history. In an email sent to
grant recipients, Mrs. Picower said
the foundation was ceasing all grant-
making immediately and would
close its doors in a few months.

“This is a huge setback,” says Dr.
Bear, director of the Picower Insti-
tute for Learning and Memory at
MIT, which was funded by the Picow-
ers in 2002 with a $50 million grant.

The alleged Ponzi scheme that
bilked investors out of an estimated
$50 billion is sending shock waves
throughout the medical and scien-
tific communities—with far-reach-
ing implications for everything
from diabetes research to palliative
care. Philanthropy experts say that
the negative effect of the Madoff
scandal on health care could ulti-
mately affect millions of people.

“Long term, it’s billions of dol-
lars of funding that won’t get
made” because the endowments of
so many foundations have dried up,
says Melissa Berman, president
and CEO of Rockefeller Philan-
thropy Advisors in New York.

The losses come at a particularly
troubling time, as the economy is bat-
tering both existing endowments
and fund-raising efforts. With new
donors hard to come by, nonprofits
are worried they will need to put
projects on hold, scale down future
plans and lay off staff. Research insti-
tutions say they have little hope of
finding more government funding;
grants from the National Institutes
of Health have remained relatively
flat for the past five years.

“We could be inches away from
that breakthrough that could change
the lives of millions of people, and
Madoff pulled the rug out from under-

neath us,” says Jim Surmeier, chair of
physiology at Northwestern's Fein-
berg School of Medicine and a mem-
ber of a Picower-funded research con-
sortium on Parkinson’s disease.

Many individuals who lost signifi-
cant sums with Mr. Madoff were gen-
erous donors to health-care causes
who funded buildings at hospitals,
long-term programs at charities and
high-risk research.

Jerome Fisher, the founder of the
Nine West shoe-store chain, lost mil-
lions in the Madoff scam. He and his
wife Anne pledged $50 million to the
University of Pennsylvania last June
for a new biomedical research center
aimed at converting laboratory dis-
coveries into medical therapies.

In 2005, Leonard Feinstein, co-
founder of the national retail chain
Bed Bath & Beyond Inc., and his wife
Susan gave an unspecified amount to
the North Shore-Long Island Jewish
Health System to help build a $50 mil-
lion addition to its research institute,
which the institution then renamed
in honor of the Feinsteins. Mr. Fein-
stein invested with Mr. Madoff.

Real-estate magnate Mortimer
Zuckerman pledged $100 million to
New York’s Memorial Sloan-Ketter-
ing Cancer Center in 2006; the organi-
zation used the money to build a new
research center. Mr. Zuckerman says
his charitable trust—which had some
of its money in a fund that invested
with Mr. Madoff—lost $30 million, or
10% of its total value.

A $100 Million Loss

Carl Shapiro, the founder and
chairman of apparel company Kay
Windsor Inc., and his wife Ruth lost
$400 million in the Madoff scam, as
well as an estimated $100 million or
more of their foundation’s endow-

ment. They have been generous do-
nors to health-care causes over the
years, including many Harvard-affili-
ated hospitals in Boston. Last year,
for example, they made a $27 million
pledge to Dana-Farber/Brigham and
Women’s Cancer Center in Boston.

Most donors affected by the Mad-
off scandal declined to discuss their
plans. Mr. Zuckerman, who pledged
to pay his 2006 gift to Memorial
Sloan-Kettering over 10 years, says
that his Madoff-related losses will
not affect that gift but that his chari-
table trust “will have $30 million
less to give away.” The Carl and Ruth
Shapiro Foundation says that all cur-
rent pledges will be honored, but
that it will make no new pledges in
2009. The Fishers and the Feinsteins
couldn’t be reached for comment.

The recipient institutions—wary
of offending their benefactors—are
also reluctant to comment. Dana-Far-
ber says the Shapiros have con-
firmed that they will honor their com-
mitment to the organization. The Uni-
versity of Pennsylvania says it has no
indication that Mr. Fisher won’t ful-
fill his pledge. Memorial Sloan-Ket-
tering says it hasn’t had any donors
tell them they won’t be fulfilling
pledges because of Mr. Madoff.

A spokesman for North Shore-
Long Island says that the Feinsteins
have committed to fulfilling their
pledge and expressed a willingness
to provide future support, but that
the Madoff scandal may cost the in-
stitution tens of millions of dollars
in future pledges over the next few
years. Already, it says it has post-
poned plans to start building a new
pavilion at its Schneider Children’s
Hospital, which was to contain a new
pediatric emergency room, inten-
sive-care unit and imaging center.

For health-care causes, one of
the more worrisome casualties of
the Madoff scam is the Picower
Foundation. Created by Palm Beach,
Fla., investor Jeffry Picower and his
wife Barbara in 1989, its investment
portfolio had a market value of
about $950 million, according to its
2007 tax returns. That year, it gave
millions to health-related causes. Re-
cipients included the Children’s
Health Fund, the Lymphoma Re-
search Foundation and Pennsylva-
nia State University.

High-Risk Research

Much of this money supported
the type of basic, high-risk research
not typically funded by the National
Institutes of Health, which scientists
say chooses research projects that
have already shown promising re-
sults. The Picower Foundation “val-
ued novelty, approach and potential
impact,” says Barbara Kahn, chief of
the division of endocrinology, diabe-
tes and metabolism at Beth Israel
Deaconess Medical Center in Boston,
whose laboratory received
$900,000 from the foundation over
the past two years to study diabetes.

Picower leveraged many of its
gifts by funding multiple research-
ers to study different aspects of a dis-
ease and to share their findings. To
this end, the foundation created a
Parkinson’s consortium in 2004,
which eventually included seven top
Parkinson’s researchers around the
country. In 2007, they received a to-
tal of at least $4 million from Pi-
cower. Two years ago, the founda-
tion created a second consortium, to
study diabetes, giving some $2.5 mil-
lion annually to five labs at four insti-
tutions. Both groups met at least
twice a year to discuss their findings.

“It’s the size and magnitude of
the generosity that gets things
done,” says Virginia Lee, director of
the center for neurodegenerative
disease research at the University of
Pennsylvania, and a member of the
Parkinson’s group.

In December, researchers at both
consortia received the email from
Mrs. Picower, explaining that the
foundation was ceasing its grant-
making. The Parkinson’s funding
will end in June, and the diabetes
support in October. The research-
ers’ collaborative efforts will likely
dissolve, and each scientist is scram-
bling to find alternative funding.

‘Grinding to a Halt’

The scientists worry they may
have to lay off young researchers or
redirect their work to other diseases
where funding is more readily avail-
able. “In the worst-case scenario, the
lab will just grind to a halt,” says Tim
Greenamyre, a professor of neurol-
ogy at the University of Pittsburgh
and a member of the Parkinson’s con-
sortium.

When the Picower Foundation
stopped making grants, the Nurse-
Family Partnership, the Denver-
based national office of programs
that send visiting nurses to the
homes of low-income, first-time
mothers to teach parenting and life
skills, lost $1 million in funding. “It’s
a lot of money,” says Lauren Baker,
the group’s spokeswoman.

The money was the final year of a
three-year pledge—the first two
years had been paid already—and
was to help open more local pro-
grams. Currently, visiting nurses
serve about 17,000 new mothers in 28
states. The $1 million that was lost
could have helped the group serve an-
other 3,111 families, Ms. Baker says.

At MIT, the $2 million check that
Dr. Bear and his colleagues were ex-
pecting from the Picower Founda-
tion in April—but that will never ar-
rive—represented the second year
of a two-year grant. The money was
an “innovation grant” meant to fund
adventurous research aimed at de-
veloping “blockbuster ideas,” Dr.
Bear says. Projects to be funded in-
cluded studies on memory, schizo-
phrenia and language learning.

If the scientists can’t find alterna-
tive funding by the time the Picower
money runs out this spring, they
may have to halt these projects and
lay off researchers. Compounding
the problem: It’s not a great time for
highly trained scientists to look for
work, so such layoffs could create a
brain drain that could affect the re-
search community for years.

“We’re back at the starting gate,”
says Dr. Bear. “It’s disheartening.”
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T
O COMMANDER-IN-CHIEF
and economist-in-chief, U.S.

President Barack Obama now has
a chance to add this title to his
portfolio: psychologist-in-chief.

In the story of the Obama ad-
ministration, this week will go
down as the one in which the
president’s team succeeded in
getting the deal it had to have
with Congress on an economic-
stimulus package. The process
wasn’t always pretty, but by his-
torical standards the speed in
passing a signature economic
measure is impressive.

This also is the week in
which the administration flatly
failed in its effort to sell Wall
Street on a parallel plan to stabi-
lize financial markets.

On both fronts, though, the
psychological strain has been sig-
nificant. Put bluntly, average
Americans as well as the finan-
cial markets look more than a lit-
tle scared right now. While that
fear actually has been useful for
Mr. Obama in pushing through
the stimulus plan, it now may be
time to engage in a little Franklin
Roosevelt-style, all-we-have-to-
fear-is-fear-itself soothing.

Handling public expectations
is a balancing act for any presi-
dent, and anxiety can be both an
advantage and a disadvantage to
a White House. Consider the land-
scape the Obama administration
already has traversed in its still-
short life.

Mr. Obama, whose campaign
message was summarized in the
title of his book, “The Audacity
of Hope,” prepared to take over
amid what can fairly be de-
scribed as a surplus of hope.
Americans shocked by the rapid
deterioration of the economy
around them, and fearing for
their jobs and their homes,
seemed to be looking for some-
thing—anything—to make them
feel better. Many of their hopes
and aspirations were poured into
a vessel named Barack Obama.

The phenomenon could be
seen in polling numbers. After
Mr. Obama secured the Demo-
cratic presidential nomination
last summer, 46% of those sur-
veyed by The Wall Street Journal
and NBC News found him to have
strong leadership qualities. Just
before he was inaugurated, that
number had risen to 70%.

J
UST BEFORE November’s elec-
tion, 12% said the country

was headed in the right direction.
By Inauguration Day, that had
more than doubled, to 26%. Only
two things had really changed:
The economy actually had gotten
a lot worse, and Mr. Obama was
about to become president.

If anything, the problem for
the Obama team was that there
was too much optimism, consider-
ing the circumstances. Excessive
optimism could translate into ex-
cessive expectations that the new
president could turn things
around quickly. Excessive expecta-
tions become dashed expecta-
tions, which are politically fatal.

So the new president began
throwing some cold water. His in-
augural address was long on som-
ber warnings of tough days
ahead, short on pretty pictures of
paradise awaiting. Mr. Obama be-

gan talking of an economic slump
that could last years, and using
words such as “catastrophe” to de-
scribe what might unfold. This
week, he talked of potentially irre-
versible damage to the economy.

If the goal was to head off ir-
rational exuberance, it worked.
More than half the country now
says it expects the recession to
last as long as three years.

The grim language served an-
other purpose: It was designed
to create a sense of urgency in
Congress to get the stimulus bill
passed quickly. If Rome is burn-
ing, nobody would want to be
seen doing too much fiddling.

And that worked as well. The
House and Senate are marching
ahead on precisely the timetable
Mr. Obama wanted, one that
could get the package done by
Presidents Day. Remarkably, work-
ing out differences between the
House and Senate versions—and
they were considerable, measur-
ing in the tens of billions of dol-
lars—took a rump group of con-
gressional leaders just 24 hours.
They got the deal done by cutting
some $50 billion out of the pack-
age, a move the White House em-
braced but its party’s liberals will
bemoan.

Y
ET PART of the cost also
can be measured in psycho-

logical terms. The flip side of con-
taining exuberance is the risk of
chilling confidence. And that’s
not a good thing when the big-
gest economic danger lying
ahead is a vicious downward spi-
ral in which Americans stop
spending, prompting more lay-
offs, depressing spending fur-
ther, producing more layoffs,
with no obvious end in sight.

Indeed, the latest report from
the Commerce Department
shows December was the fifth-
consecutive month of declining
consumer spending, and it’s hard
to imagine anything has hap-
pened since to change that trend.
In fact, a new poll from the Pew
Research Center for the People
and the Press shows that 30% of
Americans now say the country
is in a depression, up from 20%
as recently as December.

Meantime, it took Treasury
Secretary Timothy Geithner only
about an hour Tuesday to take
the financial markets to their
own parallel state of declining
confidence. The lack of convinc-
ing detail in the announcement
of his plan to spend remaining
funds to rescue financial markets
left Wall Street with more a pau-
city than an audacity of hope.

It’s worth remembering that
the country survived some
pretty horrific economic prob-
lems in 1974 and 1975, and again
from 1980 to 1982. False hope
isn’t useful, but neither is a lack
of hope. Somewhere in between
lies a healthy psychological
place, toward which Mr. Obama
now can try to steer the nation.
Actually, he’ll soon get a golden
opportunity, when he addresses
a joint session of Congress, and
the nation beyond, on Feb. 24.

More money woven into safety net

Break on debt buybacks
Measure letting firms
defer taxes survives
in stimulus package

CAPITAL n DAVID WESSEL

Obama tries to contain exuberance
without chilling confidence

ECONOMY & POLITICS

Mr. Wessel responds to reader
comments at WSJ.com/
CapitalExchange. Or email him
at capital@wsj.com.

TAX BREAKS

SPENDING

TOTAL COST

Evolution of the Plan | How the stimulus package has developed

Source: Congressional Budget Office; WSJ reporting Note: Figures may not total due to rounding

Jan. 26
As introduced
in the House

$211.8 billion

$604.0 billion

$815.8 billion $819.5

Jan. 28
As passed
by the House

$182.3

$637.3

$884.5

Jan. 31
As introduced
in the Senate

$252.5

$632.0

$789.5

Feb. 11
Tentative 
compromise 
version

$513.2

$276.3

$838.2

Feb. 10
As passed
by the Senate

$545.6

$292.6

$10 billion

By Laura Meckler

WASHINGTON—The U.S. eco-
nomic-stimulus agreement reached
Wednesday expands federal aid to
an array of programs aimed at the
poor and jobless, with billions of dol-
lars for health care, unemployment
insurance, food stamps and other
programs.

Final negotiations between the
House and Senate stripped away
some of the more aggressive expan-
sions that had been on the table, in-
cluding an option to let states open
their Medicaid programs to the un-
employed. But the final deal still rep-
resents a larger federal contribu-

tion to nearly every major aid pro-
gram the government administers.

In the final bill, the unemployed
will see fresh aid on two fronts: an
extension of unemployment bene-
fits and help paying health-insur-
ance premiums.

States typically offer 26 weeks of
unemployment benefits, and the fed-
eral government had extended that
by 20 weeks, with an additional 13
weeks for jobless in states with partic-
ularly high unemployment. The stim-
ulus package keeps those extensions
in place through 2009, meaning that
many people will qualify for just over
a year of unemployment checks.

The package also increases

weekly payments by $25.
In addition, the package offers

states big payments if they agree to
expand their programs to more peo-
ple, including people laid off from
low-wage, part-time jobs who often
do not qualify for aid today.

For instance, many states won’t
count recent earnings toward calcu-
lating benefits, a rule that hurts low-
wage workers who often change
jobs. States that change this provi-
sion will be rewarded by the bill.

“The unemployment provisions
go a long way to fill the gaps in the pro-
gram,” said Maurice Emsellem, policy
co-director of National Employment
Law Project, an advocacy group.

By Jesse Drucker

And John D. McKinnon

Companies and private-equity
firms that want to buy back their
own troubled debt at a discount
could get a windfall from the eco-
nomic-stimulus package headed for
final votes in Congress.

A measure to allow companies to
defer income taxes when they repur-
chase their own debt at a discount
made it into the final deal with the
help of Sen. Max Baucus (D., Mont.),
chairman of the Senate Finance Com-
mittee. Sen. Baucus is a large recipi-
ent of campaign contributions from
Wall Street, which would likely help
structure and finance such deals.
Sen. John Ensign (R., Nev.), who spon-
sored the original, more generous
measure, is a major recipient of con-
tributions from several companies
that are owned by private-equity
firms, such as MGM and Harrah’s En-
tertainment Inc. The tax break will al-
low those companies to defer their
taxes for up to five years and then
pay the taxes over the next five years.

A spokeswoman for Sen. Baucus
had no immediate comment.

A spokesman for Sen. Ensign
said that the bill is supported by an
array of companies that “employ mil-
lions of workers.”

It is unclear how much this mea-

sure will cost.
The debt-buyback break survived

even as other business tax breaks
were scaled back. The overall bal-
ance in the final package appeared to
shift toward individuals, at the ex-
pense of businesses. Tax lobbyists
cited estimates that as much as $230
billion of the $275 billion in tax cuts
primarily benefit individuals.

One other major business-tax
break was left intact, allowing busi-
nesses to take larger tax deductions
on capital spending in 2009 and 2010,
rather than spread over several years,
essentially a two-year extension of a
break passed early last year. But many
experts question its potential impact.

The final proposal scales back
the single biggest corporate tax
break passed earlier by both the
House and Senate: a provision that
would allow companies to use their
so-called tax losses to offset five
years of taxable U.S. profits, instead
of the usual two. That would have en-
titled many companies to tax re-
funds. Now, that benefit will only be
available to small businesses. Un-
profitable businesses also won’t be
able to get cash for a range of un-
used tax credits as they had hoped.

A big new homebuyer tax credit,
which critics argued would have rein-
flated the housing bubble and cost
$35 billion, was ditched in favor of a
more modest expansion of an existing
tax credit. A break for new-car sales
also was significantly scaled back.

For individuals, the stimulus bill,
asoverhauled byHouse and Senate ne-
gotiators, now promises a credit of up
to $400 per person for 95% of wage

earners, according to lawmakers.
That break—making good on

President Barack Obama’s cam-
paign pledge—would start showing
up in paychecks within weeks,
through withholding adjustments.
Supporters hope recipients will
spend more of it, compared with
past rounds of rebate checks.

The new credit, known as “Making
Work Pay,” diminishes for individuals
earning $75,000 or more ($150,000 or
more for couples), and disappears for
people making about $100,000
(about $200,000 for couples). Mil-
lions who earn too little to have in-
come tax withheld also could miss out
unless they file returns—many don’t.
The bill offers a parallel $250 pay-
ment to retirees and disabled people.

Lower-income families would ben-
efit from expansions of the earned-in-
come credit and child credit. About
four million college students—includ-
ing many from higher-income fami-
lies—will get an expanded break on
tuition and related expenses.

For 26 million mostly middle-
and higher-income households,
there is also a one-year extension of
relief from the Alternative Minimum
Tax. Designed years ago to keep very
wealthy people from avoiding tax,
the AMT would hit millions more
middle-class families each year be-
cause it was never indexed for infla-
tion. Congress has been passing an-
nual “patches” to fix the problem.

The tax breaks are mostly tempo-
rary. Congress and the Obama ad-
ministration will have to decide
whether to let them expire or make
them permanent.
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Tokyo leads fall in region,
but Australia bucks trend

Latin America Equity
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BT reports profit drop, pension gap

China fuels surge in lending
Stimulus funds lead
to doubling of loans;
benefits uncertain
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By V. Phani Kumar

And Rosalind Mathieson

Most Asian markets fell Thurs-
day as investors remained skeptical
about the U.S. economic-stimulus
plan. Japanese stocks slid, led
mostly by banks and exporters.

“Investors feel the $789 billion
rescue plan can’t help the U.S. eco-

nomic recovery in a
hurry. The problem
is that the reces-
sion there appears
to be deepening,”

said Castor Pang, a strategist at Sun
Hung Kai Financial.

But Australian shares gained,
though they came off highs toward
the close after the government’s own
42 billion Australian-dollar (US$27.6
billion) economic-stimulus plan
failed in Parliament. The vote was
tied in the upper house, falling short
of themajority requiredfor it to pass.

Japan’s Nikkei Stock Average of
225 companies fell 3% to 7705.36,
reopening after a holiday and play-
ing catch-up to Wednesday’s re-
gional declines. Exporters declined
in Japan on a mild rise in the yen

since Tuesday, with Nikon down
5.9% and Canon slumping 6.6%.
Banks also lost ground in line with
the declines elsewhere in the region
a day earlier, with Mitsubishi UFJ Fi-
nancial Group dropping 3.5% and
Shinsei Bank falling 6.3%.

Hong Kong’s Hang Seng Index
fell 2.3% to 13228.30. Shipbuilding
stocks were on the rise in China af-
ter the Xinhua news agency re-
ported that the State Council had
passed a plan to boost credit facili-
ties for export ship orders. Guang-
zhou Shipyard International
jumped 11% in Hong Kong.

Mainland China’s Shanghai Com-
posite fell 0.6% to 2248.09. But
China State Shipbuilding rose by its
daily 10% limit.

Australia’s S&P/ASX rose 1.1% to
3514.30 as strong earnings reports
and an overnight jump in gold prices
lifted stocks, though the index
ended well below the day’s peak at
3553.70. Shares of Westpac Banking
gained 3% and Commonwealth
Bank of Australia added 3.4%. Min-
ers gained on the stronger gold
prices, with Newcrest Mining up
5.1% and Lihir Gold surging 8.3%.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Erica Herrero-Martinez

LONDON—Telecommunications
company BT Group PLC on Thurs-
day posted a 73% drop in net profit
for its fiscal third quarter, hit by the
poor performance of its Global Ser-
vices division, and said its pension
fund had swung to a huge deficit.

In the three months ended Dec.
31, net profit fell to £97 million ($125
million) from £365 million a year ear-
lier, even though revenue was up 5%
at £5.48 billion from £5.15 billion.

“Three of our businesses per-
formed ahead of expectations in the
quarter and thegroup,excludingGlo-
bal Services, delivered the best year
on year profit growth for five years,”
Chief Executive Ian Livingston said.
“However, as previously announced,
the group results have been severely
impacted by the performance of our
Global Services division.”

In October, BT had warned that
rapid expansion and spiraling costs
at its information-technology out-
sourcing division, Global Services,
would hit profitability and drag
down full-year earnings.

The company began to count the
cost of failings at Global Services on
Jan. 22, when it disclosed a £340 mil-
lion noncash charge resulting from
its review of the unit. On Thursday,
it said that continuing reviews may
result in further substantial charges
in the fourth quarter.

Amid the slump in stock markets
and property prices, analysts have
also been concerned over BT’s pen-
sion liabilities. BT’s pension fund
had a deficit of £1.7 billion net of tax
at the end of 2008, compared with a
£2 billion surplus at the end of March
2008. The company has one of the
U.K.’s largest pension funds, with
more than £33 billion of liabilities.

The news weighed on the compa-
ny’s stock, which was already trad-
ing at a 20-year low. Shares in BT
fell 7.8%.

Mr. Livingston said he expects
free cash flow, before any pension
deficit payments, to be more than £1
billion next year. This, said Andrew
Darley, research director at
FinnCap, suggests the company’s
dividend for fiscal 2010 may be cut.

Last year, BT’s dividend totaled
£1.2 billion. Analysts had factored in
a cut of around 40% for the current
fiscal year and are now concerned
there may be a further cut next year.

Excluding Global Services, BT
saidit expects growthin earnings be-
fore interest, taxes, depreciation
and amortization of about 3% in the
fourth quarter. BT has cut 9,500 jobs
in the nine months to Dec. 31, and ex-
pects to cut more than 10,000 by the
end of the fiscal year.

By J.R. Wu

BEIJING—Chinese bank lending
rose by a record amount in January
as banks responded to pressure
from the government to free up
credit to hard-hit sectors of the econ-
omy, raising the prospect of the kind
of bad-loan levels that hurt banks
here in the past.

Economists remain cautious
whether the resulting spending will
be fast and effective enough to lead
to a sustainable economic recovery
this year.

New yuan loans in China more
than doubled in January to 1.62 tril-
lion yuan ($237 billion) from Decem-
ber’s 771.8 billion yuan, the People’s
Bank of China said Thursday. Lend-
ing in January was 814.1 billion yuan
more than in January 2008.

At a time when other economies
remain pinched by the global credit
crunch, China is awash in liquidity,
thanks largely to heavy stimulus
spending by Beijing.

The measures, along with a push
to spur banks to lend more, are
aimed at counteracting the shrink-
ing demand for Chinese products
overseas. New data Wednesday
showed deep drops in China’s ex-
ports and imports in January.

The surge in lending could pro-
vide some hope for revival in the
world’s third-largest economy, but
the optimism could be short-lived if
the money fails to trickle into the
real economy to spur growth.

Much of the new lending is ear-
marked for infrastructure projects
under the government’s 4 trillion
yuan stimulus package, but many of
those projects have yet to gain trac-
tion. Wensheng Peng, Barclays Cap-
ital’s head of China research, said
he was cautious whether money will
be spent in time to bring about a re-
covery this year.

It’s unclear to what extent the
new lending is flowing to small and
medium-size companies, many of
which have been forced to close
amid shrinking global demand.
Nearly half of China’s export-ori-
ented toy companies closed last
year, according to government data
reported by the official Xinhua
news agency.

As lending grows, so do concerns
about banks’ exposure to bad loans.
Chinese banks have improved the
quality of their loan portfolios in re-
cent years, but analysts say stimu-
lus measures may cause banks to
loosen lending standards.

Of particular concern are
smaller banks heavily exposed to
loans to small-and medium-sized
firms. But even state-owned banks
focused on infrastructure loans
aren’t exempt from being hit by a
surge in bad loans.

The new loans made in January

meant Beijing has already reached
more than a third of its official tar-
get of 4.6 trillion yuan in lending
for all of this year. Beijing has is-
sued measures to help bolster the
auto, steel, textile and shipbuild-
ing sectors.

Some economists say the growth
in lending reflects suppressed lend-
ing in early 2008 under a govern-
ment loan-quota program that was
dismantled late last year.

According to Merrill Lynch,
loans in January appeared to be
spread broadly across the economy.
New loans to households more than
doubled in January from December
levels to 121 billion yuan, and me-
dium-to-long term new loans to the
corporate sector jumped to 532 bil-
lion yuan last month from 243 bil-
lion in December.

The PBOC said outstanding yuan
loans at the end of January surged
21.33% from a year earlier, com-
pared with the 18.76% rise at the end
of December.

By the end of January, China’s
broadest measure of money supply,
M2, was up 18.8% from a year ear-
lier, accelerating from the 17.8%
rise at the end of December, the
PBOC said.

J.P. Morgan said in an earlier
note the massive amount of loans
are likely still sitting in banks as de-
posits, buoying money-supply fig-
ures, because infrastructure
projects they are funding have yet
to begin.
—Liu Li contributed to this article.
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n The Jew as scapegoat is the underly-
ing moral of “The Brothers Ashkenazi,”
I.J. Singer’s masterpiece novel, writes
Joseph Epstein.

n There’s increasing grumbling about
Valentine’s Day, a holiday which forces
people, at arrow-point, to declare their
love, says Jennifer Graham.

G
eert Wilders is an unlikely
free-speech symbol, as the
Dutch lawmaker wants to ban
the Quran. And Britain is an
unlikely country to suppress

free speech, but police yesterday de-
tained Mr. Wilders at Heathrow Airport
to stop him from speaking at the Mother
of Parliaments.

Lord Malcolm Pearson had invited
the leader of the Dutch Freedom Party—

who was indicted last month in his home
country for “inciting hatred and discrim-
ination” against Muslims—to discuss
his anti-Islam film “Fitna.” The
15-minute video juxtaposes Quranic
verses that call for jihad with clips of ter-
ror attacks.

But the British Home Of-
fice said his presence would
pose a “serious threat to
one of the fundamental in-
terests of society,” arguing
that his statements on Is-
lam “would threaten com-
munity harmony and there-
fore public security in the U.K.” A Home
Office spokesman further explained:
“The government opposes extremism in
all its forms.”

In truth, the government is selective
in opposing extremism, allowing last
May, for example, Ibrahim Moussawi, a
chief spokesman for the Iran-financed Is-
lamist terror group Hezbollah, to enter
the country and address meetings orga-

nized by the “Stop the War Coalition.” In
recent weeks, protesters against the Is-
raeli Gaza offensive could freely express
their support for Hamas, another Islam-
ist terror group.

Barring Mr. Wilders from entering the
country is not about oppos-
ing extremism but giving in
to it. As insulting or offen-
sive as Mr. Wilders’s liken-
ing Islam to Nazism is, he
doesn’t call for violence, let
alone terror. Nobody really
thinks his presence will in-
cite attacks on Muslims.

Rather, the unspoken fear is that his visit
will spark riots by Muslims.

Either the government is exaggerat-
ing the dangers, in which case his deten-
tion will only reinforce whatever preju-
dices people may have about Muslims.
Or the threat analysis is correct and the
free expression of Mr. Wilders’s views re-
ally could have led to Muslim violence. In
that case, the question is what sort of

“community” would so easily turn vio-
lent, and where is the “harmony” that
supposedly needs to be preserved?

Giving in to mob rule, real or imag-
ined, is the abdication of democracy and
the rule of law.

Pepper . . . and Salt
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“I’d appreciate it if you’d go easy on me today
because my Idol got voted off last night.”

Held at Heathrow

W
ednesday members of
the House Financial Ser-
vices committee hauled
in CEOs of banks receiv-
ing TARP funds to ex-

plain why they aren’t lending the money.
The CEOs largely rejected the premise.
J.P. Morgan’s Jamie Dimon said, “Our
consumer loan balances increased by

2.1% in the fourth quarter, while overall
personal consumption expenditure in
the country decreased by 2.3% over the
same period. That is to say, we lent more
even as consumers cut back on their
spending during the quarter.”

Wells Fargo CEO John Stumpf noted
that in the fourth quarter his bank in-
creased loans to students, businesses,

farms, and commercial real estate by
double-digit rates.

Wednesday’s testimony tracks the
numbers reported by the Federal Reserve,
which show that lending by U.S. banks and
other depository institutions increased in
the fourth quarter, despite accusations
that banks aren’t putting TARP money “on
the street.” What the politicians don’t

seem to realize is that commercial banks
provide little more than 20% of credit in
the economy, as Bert Ely recently noted in
these pages. Nonbank lending, including
investor purchases of asset-backed securi-
ties, is still the missing ingredient in our
markets. Alas for Congress, those inves-
tors don’t make ripe targets for the TV
cameras at the witness table.

I
n 2003, amid debate about the
Bush tax cuts and a budget deficit
of merely $400 billion, Maine Sen-
ator Olympia Snowe demanded
that any tax cuts be capped at

$350 billion. “At a time of growing fed-
eral deficits,” the Republican declared to
much media praise, “it is especially im-
portant that this plan be right-sized with-
out putting our future at risk.”

Flash forward to Tuesday: Ms.
Snowe provided one of three crucial
GOP votes that helped Democrats pass
$838 billion in new spending and “tax
cuts”—often for people who pay no
taxes. The deficit for 2009 even before
this stimulus? $1.2 trillion.

If nothing else good comes from this
exercise, at least Senators Snowe, Susan
Collins and Arlen Specter should be
laughed out of town if they ever fret
about a budget deficit again.

i i i
As we went to press, the details of

the final House-Senate stimulus bill
weren’t available. But this much we do
know: The bill will mark the largest sin-
gle-year increase in domestic federal
spending since World War II; it will
send the budget deficit to heights not
seen in 60 years; and it will establish a
new and much higher spending base-
line for years to come. Combine this
new spending, and the borrowing it will
require, with the trillions of dollars still
needed for the banking system, and we
are about to test the outer limits of our
national balance sheet.

The three Republican amigos are
praising themselves for cutting spend-
ing in the House bill by some $100 bil-
lion, but this is tinkering around the
Beltway edges. The total price tag is still
just under $800 billion, and the Senate
version even increased spending from
the House bill for
more than 120 pro-
grams—such as
$750 million for
farm subsidies.
Late Wednesday
we were hearing
that to add back
m o r e H o u s e
spending, the con-
ferees were cut-
ting the size of
the tax cuts that
Barack Obama
campaigned on.

The original
economic theory
behind this bill
was to spend the
money quickly to
create jobs fast. But even the most tal-
ented spenders on Capitol Hill couldn’t
find enough projects to fund in such a
rush. So they spread out the largesse
over several years—long after everyone
hopes the recession is over. Some of
these “timely” stimulus payments
won’t hit the economy until after the
2016 Olympics.

Even under CBO’s conservative esti-
mate, the Senate bill increases outlays

by $546 billion over 10 years. But to get
this low a figure, CBO assumes that the
half-trillion in spending will be a one-
time wonder. We are thus expected to be-
lieve that Democrats will let these addi-
tions to their favorite programs vanish
after two or three years. To believe this,

you have to ignore
the last half-cen-
tury of budget pol-
itics. Spending
never declines; at
best it merely fails
to grow as fast as
the economy.

Far more plausi-
bly, Democrats
will take the stimu-
lus increases and
make them part of
a new, higher base-
line for future
spending growth.
Anyone who pro-
poses to cut from
that amount will
be denounced as

“heartless” and Draconian.
The Republican staff of the House

Budget Committee has calculated what
happens to future spending if Congress
continues to fund 19 of the most politi-
cally untouchable programs at their
new stimulus levels. The list of 19 in-
cludes Pell Grants, Head Start money for
poor kids, nutrition programs for se-
niors, Medicaid, special education, food
stamps and cancer research at the Na-

tional Institutes of Health, among oth-
ers. Across a 10-year period through
2019, these 19 programs alone would in-
crease federal outlays and tax entitle-
ments by $1.59 trillion.

The nearby chart shows how the bill
will increase the 2009 budget deficit,
which is already the largest in modern
history. Perhaps you recall the deficit
wails from the Reagan years, but the
peak deficit was only 6% of GDP in 1983.
In the Clinton years we were told taxes
had to rise to reduce a deficit of merely
3.9% of GDP. CBO estimates the 2009 def-
icit will reach 8.3% of the economy, not
including the stimulus or bank bailout
cash. Toss in those, and analysts at the
Strategas Group estimate the deficit
could hit nearly $2 trillion, or 13.5% of
the U.S. economy.

We aren’t deficit scolds, but these
levels are uncharted territory, espe-
cially if any economic recovery is weak
because the spending doesn’t stimu-
late. The new spending means new fed-
eral debt in the trillions of dollars over
the next few years, which will test the
limits of America’s credit-worthiness.
To the extent that taxes rise to pay for it
all, the U.S. will become less desirable
as a destination for the world’s capital.
Perhaps the Federal Reserve will try to
inflate away this growing debt, but the
world’s bond vigilantes will get a vote
on that.

Americans need to understand the
vast expansion of government they are
getting—and who voted to pass it.
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The Real Stimulus Burden

By detaining
Wilders, Britain
undermines its

own values.
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Off the Deep End
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without stimulus

2009 Strategas
Group estimate with
stimulus and TARP
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By Matt Turner

The vacancy rate in the London
Docklands financial district, home
to large U.S. and European invest-
ment banks, will soar to about 14%
by the end of the year, while office
rents across central London will fall
for a further 18 months, property
consultant Knight Frank predicted.

The agent said at its annual gath-
ering of 400 investors and bankers
that this year represented the “eye
of the storm” of the real-estate
downturn, which has forced large
developers to raise capital to shore
up their balance sheets.

The firm said that the past year
had been challenging and that the
next 12 months will remain a tough
period for developers and inves-
tors, with rents continuing to fall.
Knight Frank has used the break-
fast, a gathering in London’s prop-
erty circles, to highlight its re-
search, and has over the past few
years correctly predicted the rise of
the market and the peak toward the
end of 2006 and early 2007. It also
predicted the fall in property values

in 2008, though the agent didn’t cap-
ture how severe the downturn
would be.

Knight Frank said that vacancy
rates at the Docklands would hit
about 14% by the end of the year, up
from 4.8%. A spokesman for Song-
bird Estates, whose subsidiary Ca-
nary Wharf Group is the main land-
lord in the Docklands’ biggest devel-
opment, Canary Wharf, said ten-
ants at Canary Wharf were gener-
ally on long leases.

Morgan Stanley in January an-
nounced plans to vacate more than
a quarter of the space it uses in Ca-
nary Wharf, while J.P. Morgan
Chase & Co. is marketing 258,000
square feet of office space that was
intended as a London base for Bear
Stearns Cos., which J.P. Morgan
bought last year.

Financial institutions dominate
three areas of London office space;
to the East is Canary Wharf, a high-
rise office development that
opened in 1988. To the West is May-
fair, home to several hedge funds
and private-equity houses, and in
between lies the “Square Mile,” the
traditional home of banking in Lon-
don.

Knight Frank said London’s May-
fair district would bear the brunt of

the credit crunch. Previously
known for grand residences and
high-end stores, its associations
with wealth made it a favorite loca-
tion of hedge funds, which have
since started to withdraw. Mayfair
rents hit record levels two years ago
as hedge funds expanded in the
area, paying as much as £110 ($158)
a square foot for office space in late
2007 and early 2008.

“Central London rents will con-
tinue to fall for 18 months as supply
peaks at the 2003 level of 12.1%,”
said William Beardmore-Gray, a
Knight Frank partner responsible
for leasing in central London.

However, he predicted that next
year will be the bottom of the mar-
ket and that there will be an upturn
the following year. “We forecast a re-
turn to rental growth will return in
2011,” he said.

The firm also predicted that
property values will continue to fall
as yields, the rental return from in-
vestments, rise further in the next
two years, having risen from a low
of 3.8% at the peak of the market.

It said that investment yields for
City of London offices will rise from
6.8% to around 7% by 2010, falling
back to around 6.8% in 2011 before
slipping as the property market re-
covers. West End property yields
will follow a similar path, rising
from close to 5.8% in 2009 to 6% in
2010 and back to 5.8% in 2011.

Knight Frank did have some
cause for optimism for the high-end
residential market. It said prime res-
idential property would bottom out
in the third quarter of this year, hav-
ing suffered around a 20% fall in the
past 12 months.

“London offices as an invest-
ment are seen as offering value in
relative terms set against other glo-
bal business centers, and while val-
ues may have further to come off,
the market is clearly further down
the line in the process of repricing
in the face of recession,” said
Knight Frank partner Ker Gilchrist.

The bleak forecast for the U.K.
real-estate sector comes as real-es-
tate investment trusts seek to raise
capital to improve their balance
sheets. The decline in property val-
ues and tighter credit has forced
them to sell assets in a rush and also
pressured them to raise cash to bal-
ance out the disparity between the
falling values and the loans used to
purchase the properties.

This week, developer Hammer-

son PLC and rival British Land Co.
PLC have turned to shareholders for
cash by using rights issues. Ham-
merson said on Monday it planned
to raise £584.2 million. British Land
said it would raise £740 million.

The two REITs, along with Lib-
erty International PLC, are the
three most shorted FTSE 100
stocks, according to figures from
Data Explorers. The short position
in Hammerson was 14.88%; British
Land, 13.19%; and Liberty, 12.9%, by
the end of Tuesday.

London’s lost property
Values seen falling
for another year;
REITs raise cash

By Dominic Elliott

The U.K. pensions’ supervisory
body has approved a restructuring
plan for Sea Containers that marks
an end to a landmark intervention
on the part of the regulator and a
victory for members of the compa-
ny’s pension plans. It also ends
more than two years of U.S. bank-
ruptcy protection for the Bermuda-
based company.

In 2007, the U.K.’s Pensions Reg-
ulator issued a “financial support
direction” order for the first and
only time, requiring the company
to make additional contributions
to its two U.K. pension plans,
which are linked to businesses Sea
Containers largely no longer owns.
Sea Containers dropped an appeal
against that order last year.

The Pensions Regulator was set
up in 2004 by the government to
safeguard the interests of pension-
plan members. Focusing on pen-
sion plans that are most at risk, the
regulator has the power to force
companies to inject extra money
into their funds.

Under Wednesday’s reorganiza-
tion plan, a new company, SeaCo
Ltd., has been formed. It will be
owned by the company’s bondhold-
ers, other unsecured creditors and
the company’s U.K. pension plans.

“In the case of Sea Containers,
the use of our powers has proved

to be beneficial to the security of
members’ benefits in the long
term,” said Ian Cordwell, head of
risk and funding at the Pensions
Regulator.

Nick Couldrey, a partner at U.K.
law firm Sacker & Partners, which
advised the larger of the two pen-
sion plans, said the Pensions Regu-
lator’s approval was a recognition
that the rights of pension-plan
members had been upheld despite
attempts by Sea Containers to
avoid paying more into the funds
as its business came under pres-
sure.

Passenger transport and ma-
rine-container leasing, the compa-
ny’s two main businesses, have suf-
fered in the last year as the global
slowdown has reduced shipping ac-
tivity and travel. Sea Containers’
restructuring has involved the
company selling noncore assets in-
cluding a banana plantation in the
Ivory Coast and a grape farm in Bra-
zil.

A bankruptcy court for the
state of Delaware Wednesday
made effective Sea Containers’ re-
organization plan, according to a
filing with the U.S. Securities and
Exchange Commission. Fortis NV
and Frankfurt-based DVB Bank SE
have provided a new debt facility
for Sea Containers’ reorganization
in the form of a senior secured
term loan.

Sea Containers satisfies
U.K. pension regulator

The agent foresaw
the 2008 fall in
property values, but
not its severity.
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The Canary Wharf business district has a strong link to the financial sector.
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