
G-7 mutes criticism of China
U.S. and allies praise Beijing’s stabilizing role in economic crisis, plans for more flexible yuan
By Michael M. Phillips

and Stacy Meichtry

ROME—The U.S. and its
major allies softened their
criticism of China’s controver-
sial currency policy in a shift
that reflects the West’s eager-
ness for Beijing’s help in re-
solving the global financial
and economic crisis.

Having just weeks ago ac-
cused China of manipulating
its currency to gain an edge in
foreign trade, U.S. Treasury
Secretary Timothy Geithner
on Saturday praised Beijing
for “playing a very important
stabilizing role in the interna-
tional financial system today.”

Mr. Geithner also signed
onto a statement by top eco-
nomic officials from the Group
of Seven major industrial pow-
ers, who, after meeting in
Rome, welcomed “China’s fis-
cal measures and continued
commitment to move to a
more flexible exchange rate.”

Beijing put together a $581
billion spending package in No-
vember in an effort to spur the

slowing Chinese economy, a
sum approaching the $787.2 bil-
lion U.S. spending and tax-cut
bill now awaiting President
Barack Obama’s signature.

Mr. Geithner’s friendlier
stance toward China comes
amidworseningeconomictrou-
bles. Chinese President Hu Jin-
tao is expected in April to join
Mr. Obama in London at the
summitoftheGroupof20,acol-
lection that includes the G-7
powers as well as rising nations
from the developing world. The
G-20 leaders are expected to
consider ways to redesign glo-
bal financial regulations to pre-
vent the next market crisis.

The Obama administration
also is on a campaign to per-
suade other countries to
match the ambition, if not the
exact dimensions, of the U.S.
and Chinese rescue packages.

“We are confronted with a
broader, deeper slowdown in
global growth than we’ve seen
in decades,” Mr. Geithner said
at the close of the G-7 meeting.

Mr. Geithner came to
Please turn to page 31
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Euro-zone setback illustrates global recession

Road maps

GM will offer Washington
two costly alternatives
Focus on Autos, page 5
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DJIA 7850.41 -1.04
Nasdaq 1534.36 -0.48
DJ Stoxx 600 191.27 +0.33
FTSE 100 4189.59 -0.30
DAX 4413.39 +0.13
CAC 40 2997.86 +1.13

Euro $1.2897 +0.97
Nymex crude $37.51 +3.53

The economies of nations
sharing the euro turned in
their worst performance in
three decades, surpassing the

slowdown in the U.S. and lay-
ing the groundwork for discus-
sions at the weekend’s Rome
meeting of the Group of Seven
industrialized nations about

how policy makers could do
more to kick-start growth.

The gross domestic prod-
uct of the euro-zone economy
shrank by an annualized 5.9%
in the fourth quarter of 2008,
as the collapse of Lehman
Brothers Holdings Inc. helped
freeze financial markets and
suffocate global trade.

The quarterly slide, a 1.5%
contraction from the third
quarter, was led by a drastic
output drop in export-depen-

dent Germany and sharper-
than-expected downturns in
France and Italy. The U.K. econ-
omy is in similar dire straits. A
report from the Confederation
of British Industry due to be re-
leased Monday says this year
the U.K. economy will contract
at its fastest pace in six de-
cades, causing unemployment
to peak above three million
and interest rates to remain
mired around historic lows.

In its quarterly economic

forecast, the CBI predicts a
3.3% contraction in 2009 and
zero growth in 2010, with re-
covery beginning only during
the second half of that year.
That is sharply down from ex-
pectations in November of a
1.7% contraction this year and
1.2% expansion next year.

A highly synchronized glo-
bal recession is pulling much of
the world down together. The
depthof the euro zone’s fourth-
quarter decline suggests the

slowdown in global trade is
hurting the 16-nation bloc just
as hard—or harder—than the
popping of debt-fueled bub-
bles in the U.S. and U.K.

Output in the U.S. con-
tracted by an annualized 3.8%
during the fourth quarter,
though many economists said
that figure will be revised
downward. On Monday, Japan
is expected to announce a
fourth-quarter contraction

Please turn to page 31

U.S. Treasury Secretary Timothy Geithner talks to the press at the end of the weekend G-7 meeting in
Rome. He urged major economies to apply the most forceful a package of fiscal actions they can manage.

By Sara Schaefer Muñoz

And Alistair MacDonald

LONDON—On the heels of
Lloyds Banking Group PLC’s
revelation of unexpectedly
large losses related to its trou-
bled acquisition of mortgage-
lender HBOS PLC, the U.K. gov-
ernment is struggling to work
out the complex details of its
latest bank-bailout plan, ac-
cording to people familiar with
the matter.

Lloyds shares sank 32% late
Friday after it issued a state-
ment that it expects to post a
pretax loss of £10 billion ($14.4
billion) for 2008, mostly tied to
souring corporate loans at its
HBOS division, which it fully ac-
quired in January. The losses—
far beyond what HBOS warned
of in December—raised ques-

tions about whether Lloyds
knew the full extent of HBOS’s
problems last fall as the banks
raced to make a deal.

The situation indicates that
problem loans may now be ac-
celerating as market condi-
tions in the U.K. further deteri-
orate amid a deep recession.

Lloyds’ latest woes also il-
lustrate how difficult it is prov-
ing to assess the quality of the
loans on banks’ books—a prob-
lem that is complicating the
government’s efforts to final-
ize the centerpiece of its bank-
bailout plan, the so-called as-
set-protection scheme. That
plan is an attempt to shield
banks from further losses by in-
suring their assets after they
absorb a “first loss.”

The unexpected size of
Please turn to page 31

Corn scorn
France’s ban on geneti-
cally modified maize is
unscientific. Page 11

Inside

Economy & Politics: Iran’s young people stand at a crossroads
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What’s
News

Obama is set to sign into law
Tuesday a $787.2 billion eco-
nomic-recovery package, mark-
ing a new milestone of gov-
ernment intervention in the
U.S. economy. Congress ap-
proved the plan with little
Republican support. Page 3

n The U.S. stimulus plan re-
stricts executive bonuses
more severely than Obama’s
previous pay limits. Page 2

n Obama will pivot quickly
to address a U.S. budget defi-
cit that could now approach
$2 trillion this year. Page 9

n The Taliban announced a
10-day cease-fire in the Swat
Valley after Pakistani authori-
ties agreed to impose Islamic
law in the region. Page 9

n The Afghan government
will take part in a U.S. re-
view of the war in Afghani-
stan, Karzai said, signaling in-
creased cooperation.

n Rio Tinto’s largest share-
holder issued a thinly veiled
threat to vote against a deal
with Chinalco. Pages 2, 32

n Three executives at Irish
Life resigned after a report
said the bank may have helped
Anglo Irish Bank inflate its
financial position. Page 19

n Toyota is offering job buy-
outs to its U.S. workers and
cutting the workweek at
some U.S. plants. Page 7

n Livni’s chances of forming
Israel’s next government look
slim, despite a victory in par-
liamentary elections. Page 10

n Secretary of State Clinton,
who left for Asia on Sunday,
pledged U.S. aid to North Ko-
rea if it agrees to abandon
its nuclear program. Page 10

n Morgan Stanley and Citi-
group are planning to pay bro-
kers $3 billion to keep them
from being poached from
their joint venture. Page 19

n Air France-KLM swung to
a loss in its third quarter and
announced a spate of cost-
saving measures. Page 4

n A plane that crashed in
New York state last week, kill-
ing 50, was flying on autopi-
lot in icy weather, a possible
policy violation, an official said.

n Police clashed with demon-
strators in Turkey’s predomi-
nantly Kurdish southeast, on
the 10th anniversary of a
separatist leader’s capture.

n Iraqi officials said there
was some fraud in January’s
provincial elections but not
enough to force a new vote.

europe.WSJ.com

By Joellen Perry in
Frankfurt and Marcus
Walker in Berlin

Big losses at Lloyds

cloud bank bailout

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com

VO L . X X V I I N O . 1 1  M O N DAY, F E B R UA RY 1 6 , 2 0 0 9

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

When is a triple-A no
longer triple-A? As countries
compete for trillions of dol-
lars worth of funding, mar-
kets are questioning long-
held assumptions about the
risk-free status of govern-
ment bonds—and whether
their ratings can weather
the storm. Moody’s has
waded into the debate by di-
viding its 18 triple-A coun-
tries into three categories.

At the top are 14 “resis-
tant” triple-As, whose rat-
ings aren’t being tested by
the crisis, including Ger-
many, France and Canada.
The U.S. and the U.K. rank
second as “resilient” tri-
ple-As. They face shocks to
their economic model and
very large contingent liabili-
ties, but Moody’s thinks
they can adjust.

Spain and Ireland, mean-
while, are “vulnerable,”
based on their lack of abil-
ity to rebound. Ireland’s rat-
ing already has a negative
outlook, and Standard &
Poor’s has already down-
graded Spain.

All of the sovereigns face
mounting debt-to-GDP ra-
tios, as debt issuance bal-
loons and economic output
declines. But rather than

simply the amount of debt,
affordability is key to rat-
ings. This metric measures
a government’s room for ma-
neuver. A downgrade could
be caused by a combination
of three factors: a material
deterioration in the abso-
lute affordability of debt; a
deterioration in affordabil-
ity relative to other sover-
eigns; and an inability to
correct the problem.

There are already wor-
ries about what surging
debt issuance will do to
funding costs. So far, govern-
ments have benefited from
the rush to safe-haven

bonds, but long-term yields
have risen this year, and
there is a growing mountain
of short-term debt to be refi-
nanced.

Under Moody’s stress sce-
nario, involving a further
growth shock and perma-
nently higher interest rates,
interest payments for the
U.S., the U.K. and Ireland as
a share of general govern-
ment revenues would rise
above 10% by the end of
2011 from 6.1%, 5.3% and
2.8%, respectively, at the
end of 2007. Spain’s indica-
tor would rise to more than
5% from 3.9%.

The 10% barrier is cru-
cial, because above this level
debt-service costs start to
limit governments’ social
and political options. Dou-
ble-A-rated Italy’s indicator
was 10.7% at the end of
2007. Its government has ad-
mitted it can respond in only
a limited way to the crisis
because of its debt burden.

The last factor—a coun-
try’s ability to rebound—is
harder to judge. The capac-
ity of a national economy to
recover and reinvent itself
is driving ratings. Fears
about Irish and Spanish
competitiveness, exacer-
bated by their inability to
use exchange rates to boost
their economies, put them
at risk of downgrades, with
Ireland under greater pres-
sure in Moody’s eyes. The
ratings of the U.S. and U.K.
seem safe, with the U.S. in
particular seen to be in a
good position to rebound.

Officially at least, down-
grades are likely to limited.
But even if countries remain
triple-A, yields on govern-
ment debt are likely to di-
verge. Investors will need to
dig deeper as they differenti-
ate between the top-rated
credits.—Richard Barley

RioTinto’sChinadilemma
Rio Tinto’s shareholders

face an unenviable choice:
Partner with the dragon, or
take their chances with the
global economy. Unfortu-
nately, they have been left
with no perfect options.

The promised $19.5 bil-
lion infusion from state-con-
trolled Aluminum Corp. of
China offers one certainty:
That Rio can pay its Alcan
debt maturities both this
year and the next. This
comes at heavy cost, how-
ever, ranging from the em-
barrassing loss of a chair-
man-designate to putting in
place a blocking share-
holder, removing the pros-
pect of a takeover premium.

What about a rights is-
sue instead? Rio has to pay
$8.9 billion of debt this
year. A discounted rights is-
sue for all existing share-
holders could probably raise
most of that, given Xstrata’s
recent experience.

The risk is that if 2010
brings no respite in finan-
cial markets, Rio would
need to come back for more
to repay another $10 billion
of debt. Such a pessimistic
scenario cannot be dis-
missed. However, there is
some chance of markets
thawing a little by then,

leaving Rio able to sell some
assets and refinance part of
the debt, albeit at higher
rates.

Some shareholders have
already voiced concerns.
They worry that despite
Rio’s assurances of safe-
guards, Beijing clearly has a
rational long-term interest
in undermining miners’ pric-
ing power. Many sharehold-
ers have stakes across the
sector, so Rio’s case has
broader implications.

One alternative would be
to encourage counterbids by
miners such as BHP Billiton
for some of the assets Chi-
nalco is buying. If they
could match, say, the price
Chinalco is offering for cop-
per mines, this would bring
in some $4.5 billion. Rio
could then proceed with a
rights issue to raise as
much as $10 billion.

Rio could meet 2009’s
debt maturities and be part
of the way there on the
2010s. It would be bloodied,
and management heads
would most likely roll.
Shareholders, though,
placed in their current di-
lemma by those managers,
might not be too concerned
about that.
 —Liam Denning

Subdividing triple-A ratings

Stimulus may aid town
Provision is likely
to put $1 billion
toward Illinois plant

Antigua bank under probe
curtails commitments

Debt bomb 

Source: Thomson Reuters
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By Neil King Jr.

MATTOON, Ill.—Most U.S. cities
will consider themselves lucky to
get a new viaduct or a freshened-up
high school once Washington’s
$787 billion in stimulus money
starts flowing.

But that is small change for this
railroad town 305 kilometers south
of Chicago. People here are fishing
for something far greater: a $1.8 bil-
lion high-tech power plant, called
FutureGen, long sought by the
state’s politicians and the town with
a population of 18,000.

Conservatives have blasted the
project as the mother of all “ear-
marks”—funds written into legisla-
tion in a way that they could only go
to one particular project, rather
than being available for multiple
uses. President Barack Obama and
congressional leaders have pledged
to keep the bill free of such pet
projects, so Democratic backers of
FutureGen have done their best to
disguise it in the bill.

But hidden in the 1,073-page plan
is an obscure phrase setting aside $1
billion for “fossil energy research”
that lawmakers say is almost cer-
tain to head Mattoon’s way as a
down payment on FutureGen.

“That money has to be for a clean-
coal plant, and we have the only one
that’s ready to go,” said Angela Grif-
fin, who has led the FutureGen
charge as head of the Coles County
economic-development group,

called Coles Together.
At Common Grounds, a coffee

shop downtown, several of the town
fathers picked over stacks of congres-
sional documents fresh off the Inter-
net to find out the fate of their project.
They were steamed at accusations
that the power plant, to be built in a
field about three kilometers west of
town, smacked of favoritism or pork.

“After all the local and state work
that went into this, that just isn’t
right,” said David Cline, a retired po-
liceman who is now Mattoon’s
mayor. “We have worked for this,
and earned it.”

There is little doubt that Future-
Gen dovetails with the objectives of
Mr. Obama’s stimulus plan of
quickly creating jobs while helping
the environment. Construction
would begin within months, employ-
ing around 3,000 people. The experi-
mental plant would gasify different
kinds of coal, extract hydrogen for
commercial purposes, and then in-
ject—or “sequester”—the leftover
carbon dioxide into rock formations
deep underground. If successful, it
would become the country’s first
near-zero emissions coal-fired
power plant, a key step as the world
struggles to confront global warm-
ing. Carbon dioxide contributes to
that problem because it traps the
sun’s rays in the earth’s atmosphere.

But some Republicans have
called FutureGen the prime example
of how Mr. Obama hasn’t lived up to
his no-earmarks pledge. Sen. Tom
Coburn of Oklahoma lambasted the
project in a statement last week as
“the biggest earmark in history,”
saying it was “not ready for prime
time.”

Others have said it would dwarf
Alaska’s infamous Bridge to No-

where, a $223 million earmark link-
ing the state’s mainland to a
sparsely populated island.

The project has long had the back-
ing of the state’s congressional dele-
gation, including Mr. Obama when
he was in the Senate, and his White
House chief of staff, Rahm Emanuel,
when he was in the House. But speak-
ing with PBS’s Charlie Rose last
month, Mr. Emanuel cited Future-
Gen as an example of how Mr.
Obama was willing to “help put
some skin in the game” by keeping
the project out of the stimulus bill,
even if it was an “important invest-
ment for America’s future.”

In the end, Illinois Sen. Dick
Durbin,the project’s strongest backer
in Congress and one of Mr. Obama’s
earliest supporters, made sure to cut
from the compromise bill even the
most oblique references to it. While
the Senate bill mentioned “one or
more near-zero emissions power
plants,” the compromise package
talkedonlyof“fossilenergyresearch.”

Mr. Durbin—the No. 2 ranking
Democrat in the Senate—said that
as negotiations dragged on, he “got
sick and tired” of accusations that
he was pushing an earmark. “So I
said, ‘Take the language out,’ and we
made it as general as possible.”

Mr. Durbin said he has no assur-
ances that the $1 billion will go to Fu-
tureGen. “But I am confident in the
merits of this project,” he said.

After the ups and downs of the
past year, few in Mattoon are ready
quite yet to bank on the largess of
the stimulus bill. FutureGen Chief
Executive Michael Mudd said he re-
mains “on pins and needles.” But if
there is “a pot of money to make this
happen,” he said, “then we will
make our case for having some of
that.”

By Glenn R. Simpson

And Annelena Lobb

An offshore bank at the center of
two U.S. federal investigations re-
cently curtailed financing commit-
ments to two small American compa-
nies, regulatory filings show.

Stanford International Bank Ltd.
of Antigua recently failed to provide
some $16 million in funding to a Flor-
ida telecommunications firm, while
an Alabama health-care company
said it was unable to complete a
roughly $62 million merger afterfund-
ing fell through. Stanford Interna-
tional Bank had previously planned to
provide funding to complete the deal,
according to the health-care firm.

Brian Bertsch, a Stanford spokes-
man reached Saturday, declined to
comment.

The disclosures raise new ques-
tions about the activities of Stanford
International Bank, part of a financial-
services network controlled by Texas
businessman R. Allen Stanford. The
Federal Bureau of Investigation and
securities regulators are examining
the bank’s marketing of high-interest
certificates of deposits through affili-
ates in Texas and elsewhere.

Some Stanford International Bank
representativeshavebeen advisingcli-
ents that they can’t redeem their CDs
for two months, a person familiar
with the matter said. A spokesman for
parent company Stanford Financial
Group, based in Houston and St. Croix,
U.S. Virgin Islands, said depositors
may withdraw funds in accordance
with the terms of their accounts.

In a December letter to customers
posted on its Web site, Stanford Inter-
national Bank described its invest-

ment policies as “conservative.” It also
distanced itself fromthe BernardMad-
off scandal. “We want our depositors
to knowthatSIBL hadno director indi-
rectexposuretoanyofMadoff’sinvest-
ments….Also, SIBL has never made a
structured loan or a commercial loan.”

But SEC filings show the Antigua
bank also holds majority stakes in a
handful of thinly traded U.S. firms.

Elandia International Inc. of Coral
Gables, the Florida firm that lost $16
million in financing from Stanford In-
ternational Bank, trades over-the-
counter on the so-called pink sheets.
Elandia says it controls a collection of
small telecommunications firms in
Latin America and the South Pacific.
Regulatory filings show that Elandia’s
chief financial officer is James M.
Davis, who is also chief financial of-
ficer of both Stanford International
Bank and Stanford Financial Group.

Efforts to contact Elandia execu-
tives were unsuccessful.

In a new SEC filing, Elandia said
Stanford International Bank had also
agreed to convert an outstanding $12
million loan it had made to Elandia
into shares of Elandia. Such debt-eq-
uity swaps often take place when bor-
rowers lack the cash to pay loans back.

Stanford International Bank also
owns a majority of the shares of
Health Systems Solutions Inc. of
New York City, traded on the OTC Bul-
letin Board. In October, the firm
agreed to acquire Emageon Inc. of
Birmingham, Ala., but the deal was
terminated Friday with Emageon at-
tributing the development to Health
Systems’ inability to get funding by
the deadline of Feb. 11. Executives of
Emageon couldn’t be reached and
Health Systems executives didn’t re-
spond to requests for comment.
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Bank of Ireland PLC recorded a
loan-impairment charge of Œ300 mil-
lion in the fiscal first half ended
Sept. 30. A Money & Investing arti-
cle in the Friday-Sunday issue incor-
rectly said the charge was Œ300 bil-
lion.

CORRECTIONS &
AMPLIFICATIONS
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U.S. bankers face strict pay limits
Bonus restrictions
in stimulus package
surpass Obama curbs

By Deborah Solomon

And Mark Maremont

WASHINGTON—The giant stimu-
lus package that cleared the U.S.
Congress Friday includes a last-
minute addition that restricts bo-
nuses for top earners at firms receiv-
ing federal cash—including those
that already received it—more se-
verely than the Obama administra-
tion’s previous pay limits.

The most stringent pay restric-
tion bars any company receiving
funds from paying top earners bo-
nuses equal to more than one-third
of their total annual compensation.
That could severely crimp pay pack-
ages at big banks, where top offi-
cials commonly get relatively mod-
est salaries but often huge bonuses.

As word spread Friday about the
new and retroactive limit—inserted
by Democratic Sen. Christopher Dodd
of Connecticut—so did consternation
on Wall Street and in the Obama ad-
ministration, which opposed it.

The administration is concerned
the rules will prompt a wave of
banks to return the government’s
money and forgo future assistance,
undermining the aid program’s ef-
fectiveness. Both Treasury Secre-
tary Timothy Geithner and

Lawrence Summers, who heads the
National Economic Council, had
called Sen. Dodd and asked him to re-
consider, these people said.

In contrast to executive-pay rules
announced recently by the White
House, those in the stimulus bill—
which cleared the House and Senate
Friday and President Barack Obama
willsignintolawonTuesday—doesn’t
apply just to top executives but could
reachintotheranksofhighlypaidtrad-
ers and department heads. The rules
apply to any company that has re-
ceived aid under the bailout program
since it began in October.

The number of a company’s em-
ployees affected increases on a slid-
ing scale, depending how much fed-
eral money the firm receives. More
than 350 banks have gotten funds
from the government’s formal invest-
ment program. In addition, the gov-
ernment has proffered aid to insurer
American International Group Inc.,
to auto makers General Motors Corp.

and Chrysler LLC, and to Citigroup
Inc. and Bank of America Corp.

In speaking to Mr. Dodd, Messrs.
Geithner and Summers also ex-
pressed concern over another provi-
sion he inserted that lets banks and
other aid recipients pay back aid more
easily. It says banks would no longer
have to raise new private capital to re-
place the government’s funds in order
torepayit. Somegovernmentofficials
feartheresultcouldbe thatbankslose
their capital cushions and thus be-
come even more wary of lending.

Sen. Dodd said in a statement
that “the decisions of certain Wall
Street executives to enrich them-
selves at the expense of taxpayers
have seriously undermined public
confidence in efforts to stabilize the
economy.…With vigorous oversight
by the Treasury Department and by
Congress, these tough new rules
will help ensure that taxpayer dol-
lars no longer effectively subsidize
lavish Wall Street bonuses.”

With so much riding on the stimu-
lus bill, Mr. Obama is expected to
sign it despite his concerns. The pay-
limit language in the stimulus bill is
vague and open to interpretation. It
isn’t clear, for example, whether the
value of stock options should be in-
cluded in the calculation of total
compensation. The provision could
be altered somewhat by the Trea-
sury, which would be in charge of im-
plementing the regulations.

A White House spokesman said,
“As he has already expressed, the
president shares a deep concern
about excessive executive compensa-
tion at financial firms that are receiv-
ing extraordinary assistance from
American taxpayers. He looks for-
ward to working with Congress to re-
sponsibly address this issue. Mem-
bers of the administration contacted
members of Congress with suggested
technical changes toward that end.”

Congressional aides said the bo-
nus provision means an executive
could receive a bonus equal to as
much as 50% of salary. For instance, a
$500,000 bonus for someone with a
$1 million salary would meet the test
because the bonus would make up no
more than a third of the person’s $1.5
million in total compensation.

Under the bill, bonuses can be
paid only in restricted stock, which
recipients couldn’t cash in until the
Treasury is repaid.

Bank of America CEO Kenneth
Lewis was paid $16.4 million in 2007,
ofwhich$1.5 millionwas insalary,ac-
cording to company filings. The rest
included $11.5 million in bonus,
stock-option awards and restricted
stock. Assuming the same salary
level, Mr. Lewis’s 2009 pay under
one interpretation of the stimulus
legislation would be limited to about
$2.25 million. The bank declined to
comment.The limits build on execu-
tive-pay rules announced earlier
thismonthby theObama administra-
tion. Those include salary caps for
certain firms receiving capital injec-
tions in the future from the Troubled
Asset Relief Program. These rules
would set a $500,000 cap on execu-
tivepayat firmsthataccept “extraor-
dinary assistance.” So far, no firm
has fallen under this limit. The
Obama rules have looser salary caps
for firms that get more-general aid.
 —David Enrich and

Dan Fitzpatrick
contributed to this article.
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Money in the bank
Compensation at some major financial institutions receiving Troubled Asset 
Relief Program funding TOTAL 2007 COMPENSATION % FROM SALARY

$68.5 million

$800,000

$574,000

$24.8 million

$27.8 million

Lloyd C. Blankfein
Chairman and CEO

Goldman Sachs
0.9%

John Mack
Chairman and CEO

Morgan Stanley
100%

Vikram Pandit*
CEO

Citigroup
43.6%

Kenneth D. Lewis
Chairman and CEO

Bank of America
6.0%

James Dimon
Chairman and CEO

J.P. Morgan Chase
3.6%

*Became CEO effective Dec. 11, 2007    Sources: the companies’ SEC filings; Associated Press (images)

By Dana Cimilluca

Barely a day after Rio Tinto an-
nounced a $19.5 billion cash infu-
sion from Aluminum Corp. of
China, or Chinalco, and a crack was
already appearing in the deal.

The Anglo-Australian miner’s
largest institutional shareholder, Le-
gal & General Investment Manage-
ment Ltd., issued a statement Fri-
day that amounted to a thinly veiled
threat to vote against the deal.

Legal & General, a giant U.K.
money manager, owns a roughly
$1.4 billion stake in Rio’s London-
listed shares.

The fund manager said it out-
lined its concerns with the proposed
transaction in a meeting with Rio
management. “We expressed our
view that shareholder pre-emption
rights are paramount. We look for-
ward to engaging further with the
company to achieve an outcome ac-
ceptable to all shareholders,” it said.

Pre-emptive rights enable share-
holders to participate in a compa-
ny’s equity fund raising in a way
that keeps their stakes from being di-
luted. Rio considered a sale of
shares to its investors but decided
the Chinalco option would enable it
to raise more.

Seeking cash to trim a $39 billion
debt load, Rio announced Thursday
a two-part deal with state-owned
Chinalco. It involves the sale of $7.2
billion in bonds convertible into Rio
shares and $12.3 billion of minority
stakes in the company’s mining as-
sets.

Rio went ahead with the deal de-
spite opposition from Chairman-
designate Jim Leng, who abruptly
stepped down last week before the
Chinalco deal was finalized.

The Chinalco plan has raised
complaints from shareholders, but
none as large as Legal & General has
gone public with its concerns. The
firm has £273 billion ($389.4 bil-
lion) of assets under management.

Another option some sharehold-
ers have been clamoring for is the
right to participate in the convert-
ible-bond issue.

Rio has said the Chinalco plan is
the best way to address its debt
problem. A Rio spokeswoman
couldn’t be reached to comment.

Holder questions
Rio Tinto’s deal
with Chinalco
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Unexpectedly large losses at Lloyds cloud U.K. banking-rescue plan

Euro-zone setback illustrates global recession, could shift plan

G-7 praises China’s stabilizing role in economic crisis
FROM PAGE ONE

that could be twice as big as the euro
zone’s figure—close to 12% annual-
ized, according to analysts’ predic-
tions, or around 3% for the quarter.
U.K. output shrank by an annualized
5.9% in the fourth quarter.

Eastern Europe, most of which
doesn’t share the euro, is suffering
from the euro zone’s recession too,
since Germany and other Western Eu-
ropean countries are vital export mar-
kets for the region’s emerging econo-
mies. Hungary’s economy shrank by
2% in the fourth quarter from a year
earlier, while Estonian GDP was
down 9.4% on the year. The Czech Re-
public’s growth last quarter slowed
to 1% from a year earlier, the coun-
try’s slowest pace of expansion for
nearly a decade.

The euro-zone’s GDP showing
was the worst since the fourth quar-
ter of 1974, when countries that now
share the euro contracted by an annu-
alized 6.2%, according to Com-
merzbank. The euro was created in
1999. The bloc represents a $12.2 tril-

lion economy, second only to the U.S.
in size.

The question of how govern-
ments can turn the latest trends
around took center stage at the G-7
meeting in Rome on Saturday. Policy
makers pledged in a statement “to
take any further action that may
prove necessary to re-establish full
confidence in the global financial sys-
tem.” U.S. Treasury Secretary Timo-
thy Geithner went into the meeting
concerned that other G-7 nations are
taking only half-measures when far
more aggressive policy is needed.

In December, the European
Union’s 27 member states agreed to
spend 1.5% of GDP, or Œ200 billion
($258 billion), to spur demand. But
some countries face spiraling borrow-
ing costs and have been unwilling to
spend that much. The European Com-
mission complained this week that
plans across the region so far total
just 1% of GDP.

Germany’s lower house of parlia-
ment passed the government’s lat-
est, Œ50 billion fiscal-stimulus legisla-

tion Friday. Italy’s government Fri-
day also agreed on an Œ8 billion pack-
age to tackle soaring unemployment,
which is expected to rise to 8.2% this
year from 6.7% in 2008.

Sipping a beer in a smoky Frank-
furt bar Friday night, Carlos Pfuller
said he understands the German gov-
ernment has to spend billions to
“avoid a total collapse.” But the
54-year-old, an inventory manager
for a local hydraulics firm, is furious
the public has to foot the bill for the
problems of financial institutions.

As fellow bar patrons sang along
with German music blaring from the
bar’s overhead speakers, Mr. Pfuller
said, “I ask myself, what kind of soci-
ety are we living in now? Is this how
capitalism is supposed to work,
where bank directors make mistakes
and taxpayers pay for them?”

The focus of government efforts
in Europe may shift from traditional
stimulus packages to targeted mea-
sures to shore up the region’s strug-
gling banks. European finance minis-
ters last week agreed to guidelines

for handling bad assets on banks’ bal-
ance sheets, which include creating a
“bad bank,” or a series of them, to
hold hard-to-sell securities.

In Europe, known for generous so-
cial-welfare nets, businesses and gov-
ernments are struggling to balance
the threat of sharply rising jobless-
ness with a European Union mandate
to keep state budget deficits con-
tained.

Companies have had to be cre-
ative in their efforts to cut costs. On
Friday, Bavarian car maker BMW AG
said it would put 1,000 employees on
a so-called short-time work sched-
ule—an arrangement under which
staff work only a few hours and get re-
duced wages, which the government
subsidizes. The program is an alterna-
tive to outright layoffs, which would
cost the state even more in benefits.

The scale of the slowdown has
convinced many European Central
Bank policy makers that further cuts
are needed, even though the ECB
held rates steady this month, amid
concerns that ultralow rates could

create another credit-fueled bubble.
The ECB has taken its key rate to

2% from 4.25%, but it has been slower
than other banks to cut. Markets now
expect a half-percentage point reduc-
tion to 1.5% in March, which would be
the lowest in the central bank’s his-
tory, and many expect it to go lower
from there. “If the ECB thinks it can
stop cutting rates in the second quar-
ter at 1.5%, it can think again,” said
Julian Callow, economist with Bar-
clays Capital, “because by then we’ll
see inflation collapse to zero and un-
employment accelerating.” On Fri-
day, Mr. Callow lowered his forecast
for official ECB interest rates and
now believes the central bank will cut
its key rate to 0.5% by June.

Muted global demand, tightening
credit conditions and rising unem-
ployment are likely to keep the bloc’s
economy contracting through at
least this year’s second quarter, with
some economists forecasting at least
a 2% contraction in 2009.

—Joe Parkinson in London
contributed to this article.
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HBOS’s recent losses and other fac-
tors are giving the government trou-
ble in deciding what the first loss will
include, according to a person close
to the matter. The government wants
the plan to be attractive enough so
banks will use it, but also must limit
how much it will cost U.K. taxpayers.

A U.K. Treasury spokesman de-
nied that the government is finding
the process any more difficult than ex-
pected. “We knew very clearly at the
start of the process that any scheme
to deal with some of the difficulties of
valuing assets would be difficult,” he
said. “But it gets to [the] heart of the
problem” of the lack of confidence in
banks due to uncertainties about
their loan exposure.

Friday’s events increase the likeli-
hood that the government will create
a “bad bank” to acquire toxic assets
from financial institutions. The gov-
ernment could end up using a blend
of both approaches, a person familiar
with the matter said. With Lloyds al-
ready 43% owned by the U.K. govern-
ment, the big loss also raises the spec-
ter of another option the government
has sought to avoid: nationalization.

The losses at Lloyds also spell po-
litical trouble for Prime Minister Gor-
don Brown. His government bro-
kered the Lloyds-HBOS deal, waiving
antitrust rules that could have

blocked the combination. It was part
of a widely heralded bailout orches-
trated by Mr. Brown to stabilize the
country’s banks.

Now, the glow around Mr. Brown
has been extinguished, as his popular-
ity falls again. As in the U.S., the bail-
out may need to be revamped, some-
thing that has already happened sev-
eral times in the U.K.

Lloyds said Friday that the loss
was driven by impairments in corpo-
rate lending and on credit invest-
ments, with £4 billion from market
dislocation and about £7 billion of im-
pairments in the HBOS corporate divi-
sion, which analysts say is largely
tied to the deteriorating U.K. commer-
cial-property sector. Some 40% of the
bank’s loan book is tied to the U.K.
property market, they say.

HBOS disclosed parts of those fig-
ures in December, when it reported
£4.1 billion in impairments on corpo-
rate loans for the first 11 months of
2008. It also reported at that time
£2.2 billion in losses on market dislo-
cation for the period.

Lloyds said its Lloyds division will
report a 2008 pretax profit of
roughly £1.3 billion.

Analysts said Lloyds is now one of
the most thinly capitalized U.K.
banks, with a Tier 1 capital ratio of
6.5%. They expect more write-downs.

Sandy Chen, an analyst at Panmure
Gordon in London, said he now ex-
pects £11 billion in pretax pro-forma
losses for 2009. “But even this would
not force Lloyds into full nationaliza-
tion,” he said.

Still, the HBOS-related loss may
provoke more shareholder anger
over the deal and could put pressure
on Eric Daniels, Lloyds’s chief execu-
tive, and Victor Blank, its chairman.
After an outcry last fall, they were
forced to make the transaction more
favorable to Lloyds’ shareholders.

A Lloyds spokesman said Sunday
the bank’s executive directors have
agreed to forego bonuses. “The com-
pany is sensitive to the ongoing de-
bate about the banking sector,”
Shane O’Riordian said. Mr. Daniels al-
ready had said he would waive his £2
million bonus for the year.

Though the Lloyds-HBOS deal
was pushed by the government, it
also offered Lloyds the opportunity
to gain market share in the U.K. with-
out regulatory interference.

Lately, however, the bank’s execu-
tives have complained about the
rushed nature of the deal. In the past
week, Mr. Daniels admitted to a parlia-
mentary panel that the bank needed
more time for due diligence before
the deal was pushed through. But he
said that while the purchase would be
“painful” in the short term, it made
long-term strategic sense. He reiter-
ated Friday that the deal had “excel-
lent long-term earnings potential.”

Treasury chief Alistair Darling de-
clined to comment on the HBOS loss
or whether the government would of-
fer a new capital injection to the
lender. However, he said the govern-
ment has “made it clear that financial
stability is something that’s ex-
tremely important.”

Opposition politicians heaped
pressure on Mr. Brown on Friday.
“The taxpayer money pumped in

through the first bailout in October is
all but wiped out by these losses and
we still have no details of the govern-
ment’s plans for a second bailout,”
said George Osborne, a Conservative
member of Parliament and the par-
ty’s finance spokesman.

Mr. Osborne was referring to the
asset-protection scheme in which
the Treasury will guarantee the
worst losses from soured credit on
some bank’s balance sheets. The
Treasury says it is aiming for late
February to release more details on
the program, and that could come
on Feb. 26, when Royal Bank of Scot-
land Group PLC reports 2008 re-
sults, according to a person familiar
with the situation. RBS has been in
negotiations with the government
over how the program will work.

The losses also underscore the
rapid deterioration of the U.K. econ-
omy since the Lloyds-HBOS deal was
sealed in September. At the time, the
Treasury and some economists ex-
pected U.K. gross domestic product
to be growing again by the end of this
year. After a steep decline of 1.5% in
the final three months of last year,
the sharpest quarterly contraction in
28 years, the consensus is now for a
decline in GDP of 2.2% in 2009.
 —Carrick Mollenkamp and

Dana Cimilluca
contributed to this article.
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Lloyds Banking Group
On the London Stock Exchange
Friday’s close: 61.40 pence, down 32%
Year-to-date change: down 51%
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Rome ready to urge the rest of the
G-7—France, Germany, Italy, Japan,
Canada and the U.K.—to take more
aggressive action to address finan-
cial chaos and an economic contrac-
tion. In Rome, however, he struck a
delicate balance between praising
his counterparts for their grasp of
the severity of the problems, and re-
minding them of the risks of doing
too little or stopping too soon.

“It’s very important to the U.S.
and important to the world economy
as a whole that the major economies
move to put in place as forceful a
package of fiscal actions as they can
to try to get broad recovery back,”
Mr. Geithner said.

In closed-door meetings with his
counterparts,hehelduptheU.S.stim-
ulus package and the president’s new

bank-rescue plan as a model of the
kind of overwhelming response re-
quiredtorestoreconfidenceduringfi-
nancial crises. “You’re seeing a new
administration in the U.S. move with
unprecedented speed,” Mr. Geithner
said, to enact a “very powerful eco-
nomic-recovery program.”

In early January, Germany ap-
proved more than $77 billion in extra
spending and tax cuts through 2010.
In November and this month, Italy
passed stimulus packages totaling
$9 billion. The U.K. and France also
have adopted stimulus programs.

Italian officials, in particular,
seemed touchy at the suggestion that
they weren’t doing enough. “What
we need to do now is to realize that
we can’t expect near-term results,”
said Italy’s deputy finance minister,
Vittorio Grilli. “We have to wait. It’s

going to be a gradual process.”
The G-7 officials warned that pro-

tectionist measures could worsen the
economicdownturnbyblockinginter-
national commerce, even as member
countries have adopted policies that
could be seen as antitrade. The U.S.
stimulus package includes provisions
requiring that infrastructure be built
with American materials, although
Mr. Obama promised that the mea-
surewouldn’tviolateU.S.tradeagree-
ments. France offered help to its car
companies on the condition that they
close overseas plants before French
ones.TheU.K.injected $53billioninto
its banks in October with the stipula-
tion that they commit to lending to
British businesses.

“The G-7 remains committed to
avoiding protectionist measures,
which would only exacerbate the

downturn, to refraining from rais-
ing new barriers, and to working to-
wards a quick and ambitious conclu-
sion of the Doha Round” of global-
trade talks, the G-7 statement said.

During the campaign, Mr. Obama
charged that Beijing keeps its cur-
rency, the yuan, artificially weak to
compete unfairly against U.S. com-
panies, a view that played well in re-
gions of the country hit by lost fac-
tory jobs. Mr. Geithner reiterated
that view during his confirmation
process last month.

The last time the G-7 ministers
commented on China’s currency pol-
icy,inApril,theynotedBeijing’s“deci-
sion to increase flexibility of its cur-
rency,but in view of its rising current-
account surplus and domestic infla-
tion,weencourageacceleratedappre-
ciation of its effective exchange rate.”

Under U.S. trade law, the Treasury
Departmentmustmakeaformaldeter-
mination in April as to whether China
manipulatesitscurrencyfortradepur-
poses.Such afindingwouldgeneratea
minorpenalty,butitwould carryasig-
nificant political stigma that could ag-
gravate U.S.–China relations.

“It’s satisfying to see China put-
ting emphasis on its domestic mar-
ket and taking part in the global
stimulus effort by boosting internal
demand,” French Finance Minister
Christine Lagarde told reporters.

British Chancellor of the Exche-
quer Alistair Darling called the two-
dayRomemeetinga “steppingstone,”
adding that he and other G-7 officials
lookedforward to meeting with China
at the G-20 summit in London.

“There isn’t a quick fix, but there
is a determination to act,” he said.

Continued from first page
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U.S. Democratic Reps. Rosa DeLauro, from left, Nancy Pelosi, James Oberstar and
Charles Rangel in Washington after the House passed the stimulus bill Friday.

Congress passes stimulus
Obama, set to sign
$787.2 billion plan,
calls it a ‘beginning’

WASHINGTON—The U.S. House
and Senate gave final congressional
approval to sweeping economic-re-
covery legislation, marking a new
milestone of government interven-
tion in the American economy.

The action came a little more
than a year after the Democratic
Congress, pushed by then-President
George W. Bush, adopted a stimulus
package that was less than a third of
the size of the revised $787.2 billion
plan approved Friday.

Not a single Republican backed
the package Friday in the House,
where seven Democrats joined 176
Republicans in opposition, and 246
voted for it.

Hours later, the Senate, voting
60-38, cleared the measure to be
sent to President Barack Obama, who
plans to sign it into law on Tuesday in
Denver. Three Republicans joined
with 57 Senate Democrats in support
of the package; 38 Republicans voted
against it. On Saturday, Mr. Obama
described passage as a “major mile-
stone on our road to recovery.”

The votes capped a year of ex-
traordinary effort in the U.S. capital
to revive the economy, which has
shed more than 3.6 million jobs
since December 2007. A wave of
home foreclosures, tightened credit
and sagging consumer demand
threatens more job cuts to come.

The stimulus plan, a mix of govern-
ment spending and tax cuts, is
smaller than many Democrats and
Mr. Obama had once advocated, and
represents a compromise designed in
part to secure the votes of the three
moderate Republican senators whose
support was critical to passage.

White House officials said the
scale of the package shouldn’t be
minimized. Franklin Roosevelt’s
New Deal never increased the defi-
cit by more than 1.5% of the U.S.
gross domestic product, even dur-
ing its biggest-spending year, 1934,
said White House Council of Eco-
nomic Advisers Chairman Christina
Romer. The package sent to the pres-
ident represents 2.5% of GDP for
two years in a row.

Mr. Obama said the package is
needed to “ignite spending by busi-
nesses and consumers” and “make
the investments necessary for last-
ing economic growth and prosper-
ity.” But he stressed that the legisla-
tion is “only the beginning” of what
will ultimately be “a long and diffi-
cult process of turning our econ-
omy” around.

The White House estimates that
the package will create or preserve
3.5 million jobs. Administration offi-
cials concede that they gave up
some economic punch to get the bill
passed. A $70 billion measure hold-
ing 26 million middle-income Ameri-
cans harmless from the alternative
minimum tax, a levy originally de-
signed to hit the super-wealthy, was
kept in at the behest of Senate Re-
publican backers of the bill, but has
little lift for the economy.

About a third of the package is de-
voted to tax cuts for business and in-
dividuals, including a $400 payroll-
tax holiday for workers, an expanded
child tax credit and more generous
tax breaks for college expenses. New

incentives would be provided for
auto purchases and first-time home
buyers, among other things.

Government spending accounts
for the balance of the package. Bil-
lions of dollars will flow over the
next two years to expand unemploy-
ment benefits, help cash-strapped
states avoid cuts in education and
health care for the poor, and for job-
creating investments in scientific re-
search, green technologies and road
construction, among other things.

Additionally, millions of retirees
would receive a one-time payment of
$250, and workers who have been laid
off would receive new subsidies to
continue their health-care coverage.

The legislation would also ex-
pand aid to workers who lost their
jobs as a result of foreign competi-
tion, while mandating that U.S. sup-
pliers benefit from some spending

under the bill. The legislation re-
quires that the “Buy America” provi-
sions be implemented consistent
with U.S. international obligations.

The stimulus compromise was
pieced together in a little more than
four weeks, an extraordinary pace
for Congress, where major bills can
sometimes take years to become
law.

Mr. Obama and his aides are hop-
ing the package will help provide a
psychological boost for consumers,
who are reining in spending amid
mounting layoffs.

“I do think anything we do is go-
ing to be helpful. The question is
when do you have a secondary effect,
a surge of confidence, people saying,
‘Thank God it’s under control?’ ” Ms.
Romer said in an interview.

Mr. Obama and his aides have por-
trayed the stimulus as just one of sev-

eral lines of attack the administra-
tion plans on the economy’s ills.
More action looms, as lawmakers
ready legislation to shore up the
housing market and close gaps in

oversight of the financial-services in-
dustry that have contributed to the
perilous condition of the economy.

—Louise Radnofsky
contributed to this article.

LEADING THE NEWS

By Greg Hitt, Jonathan
Weisman and Louise Radnofsky
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Microsoft to open stores, hires retail veteran
Plan, which borrows
from Apple, involves
relatively few outlets

Sheriff Leon Lott is described by friends
as hardly the stereotypical Southern cop.

By Nick Wingfield

Microsoft Corp. said it hired a
former Wal-Mart Stores Inc. execu-
tive to help the company open its
own retail stores, a strategy shift
that borrows from the playbook of ri-
val Apple Inc.

The Redmond, Wash., company
said it hired David Porter, most re-
cently the head of world-wide prod-
uct distribution at DreamWorks Ani-
mation SKG, as corporate vice presi-
dent of retail stores for Microsoft.

In a statement, Microsoft said the
first priority of Mr. Porter, who is
also a 25-year veteran of Wal-Mart,
will be to define where to place the

Microsoft stores and when to open
them. A Microsoft spokesman said
the company’s current plans are for
a “small number” of stores.

It remains to be seen whether the
effort can add some pizzazz to Mi-
crosoft’s unfashionable image, which
Applehassoughttoreinforcewithads
that mock its competitor. Mr. Porter,
inastatement,saidthereare“tremen-
dous opportunities” for Microsoft to
createa“world-classshoppingexperi-
ence” for the company’s customers.

“The purpose of opening these
stores is to create deeper engage-
ment with consumers and continue
to learn firsthand about what they
want and how they buy,” Microsoft
said in a statement.

The move is a sign of the deeper
role consumer-technology compa-
nies are playing in the U.S. retail
business, despite the many risks of
straying from their traditional busi-
nesses of making hardware and soft-

ware. Apple, of Cupertino, Calif., en-
countered widespread skepticism
when it first began opening its own
retail stores in 2001.

Eight years later, though, Apple’s
chain of more than 200 stores
around the world are widely cred-
ited with helping the company
boost sales of its Mac, iPod and
iPhone product lines. The Apple
stores gave Apple a way to showcase
its products in an environment
where they weren’t lumped in with a
gamut of other electronics items.
Sony Corp. and Bose Corp. also oper-
ate their own stores.

At the same time, some large U.S.
electronics retailers have fallen on
hard times amidst the weakening
economy. Circuit City Stores Inc. is
in the process of shutting down all
of its stores and laying off more than
30,000 employees.

Microsoft has long flirted with
the idea of doing its own store. Key

details about Microsoft’s retail
plans still need to be worked out,
though. Microsoft said the stores
could feature a range of products
from personal computers running
its Windows operating system to
cellphones running the company’s
Windows Mobile operating system
to its Xbox videogame console.

One of Mr. Porter’s tasks will be
to figure out whether to actually sell
computers rather than merely show
off their features. Any decision that
favored some PC makers and left oth-
ers off store shelves could anger
some hardware partners.

A spokeswoman for Hewlett-
Packard Co., one of Microsoft’s big-
gest hardware partners in the PC
business, declined to comment on
Microsoft’s retail strategy. Spokes-
men for Dell Inc. didn’t respond to
requests for comment.
 —Justin Scheck

contributed to this article.
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lier this month, he told the State
newspaper in Columbia that the in-
vestigation was “no different than
any other case.”

“This one [investigation] might
be a lot easier since we have photo-
graphs of someone using drugs and
a partial confession,” Mr. Lott told
the newspaper. “It’s a relatively
easy case once we can determine
where the crime occurred.”

Mr. Phelps doesn’t face much le-
gal jeopardy. Taking a hit off a mari-
juana pipe isn’t a serious crime in
most places in the U.S., including
South Carolina. Under the state’s
laws, simple possession of mari-
juana is a misdemeanor punishable
by a $200 fine and as much as 30
days in jail. However, first-time of-
fenders are generally eligible for
public service, and if they stay out of
trouble, can strike the offense from
their permanent record.

Mr. McCulloch called the investi-
gation “a tragic waste of resources,”
as well as a public-relations blunder
for an otherwise “well-respected
memberoflawenforcement.”Mr.Mc-
Culloch said he has contributed to
Mr. Lott’s past political campaigns.
Mr. Lott, who was first elected in
1996, has repeatedly won re-election
and was unopposed in November.

Mr. Lott’s friends said heis hardly
the stereotypical, ultraconservative
Southern cop. A chiseled fitness
buff, Mr. Lott, 55 years old, is also a
white Democrat in a county that is
45% African-American and that
voted overwhelmingly for Barack
Obama in the presidential election.

Both supporters and adversaries
said Mr. Lott, a former narcotics of-
ficer, was always more “Miami Vice”
than “Smokey and the Ban-
dit”—with a nuanced view about
crime and punishment.

Some recent guests on a widely
followed Columbia talk-radio sta-
tion expressed concern that Mr.
Lott’s actions were making South
Carolina a national laughingstock.
The sheriff in a nearby county ques-
tioned the wisdom of expending re-
sources on such a low-levelcase.Oth-
ers defended the sheriff, saying, “A
crime’s a crime,” as one caller put it.

Republican state Sen. John M.
Knotts, a former law-enforcement
officer who once worked narcotics
cases with Mr. Lott, said the sheriff
is right to investigate, but should
probably decide immediately to
bring charges or drop the case.

“You probably know what you
need to know,” said Mr. Knotts, who
represents a district adjacent to Rich-
landCounty.“Howlongdo youhaveto
look at it? He either did it or he didn’t,
and in this case, he admitted it.”

If Mr. Lott pursues charges, he
said, “I guess you have protected
your people from dope smokers.”

Continued from page 29

Phelps case:
Is it much ado
about puffing?
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By Jeanne Whalen

GlaxoSmithKline PLC, the
world’s second-biggest drug maker
by sales, plans to cut prices in the
world’s poorest countries and in-
vest 20% of its profit from those mar-
kets into building health clinics and
other infrastructure.

In a speech at Harvard Medical
School on Friday, Glaxo Chief Execu-
tive Andrew Witty also proposed
that drug companies, nonprofit
groups and others donate their pat-
ents related to neglected tropical
diseases to a common pool, with the
hope that such a pool would speed
development of new drugs.

“Society expects us to do more in
addressing these issues. To be
frank, I agree,” Mr. Witty said, ac-
cording to his prepared remarks.
“We have the capacity to do more,

and we can do more.”
Mr. Witty said Glaxo will cut

prices on its patented medicines in
the world’s poorest 50 countries so
that they are no higher than
25% of the price in devel-
oped countries.

In an interview before
his speech, Mr. Witty ac-
knowledged that the con-
cessions won’t cost Glaxo
much. The British compa-
ny’s total sales in the poor-
est countries are are about
£30 million, or roughly $43
million, a year; 20% of its
profit would probably
amount to about £1 million
to £2 million annually, he said.

Glaxo’s treatments for hepatitis
B, genital herpes, malaria and
asthma are among those that will be
subject to price cuts, a Glaxo spokes-

woman said. Glaxo already sells its
HIV drugs in these countries at not-
for-profit prices, and if those prices
aren’t already lower than 25% of the

developed-world price,
they will be reduced, as
well, she said.

Michelle Childs, direc-
tor of policy advocacy at
Médecins Sans Frontières,
said any price cut was wel-
come, but added that the
drop won’t necessarily
make the drugs affordable
to poor people in countries
such as Bangladesh,
Uganda and Cambodia. Usu-
ally, drugs become afford-

able only when cheap generics be-
come available, she said.

If a patent pool is created, Glaxo
should be able to contribute patents
related to malaria and tuberculosis,

the Glaxo spokeswoman said. Rob-
ert Don, a scientist with Drugs for
Neglected Diseases Initiative, a non-
profit drug developer in Geneva,
said such a pool would be invalu-
able.

Many drug companies, including
Glaxo, already share their research
with the Drugs for Neglected Dis-
eases Initiative, but negotiating ac-
cess to their intellectual property
can take as long as a year, Mr. Don
said. And the group sometimes can’t
work with more than one company
on the same disease area at a time,
for fear of leaking one company’s in-
tellectual property to another.

Mr. Witty said Glaxo wouldn’t
contribute its HIV patents to the
pool, since the company thinks
there already is innovation in HIV
medicines, spurred by the profits to
be made in Western markets.

Air France-KLM swings to loss
Airline unveils a cost-cutting plan that includes eliminating jobs, reducing capacity

Italy’s Eni turns in a loss, sees tough times ahead

Glaxo to reduce drug prices in poor countries

Flying low
Air France-KLM’s net profit/loss, 
in millions of euros

Note: fiscal year ends March 31 

Source: the company
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CORPORATE NEWS

By A.H. Mooradian

PARIS—Air France-KLM SA
swung to a fiscal third-quarter net
loss and announced a spate of cost-
saving measures.

The Paris-based, Franco-Dutch
company, Europe’s largest airline by
revenue, said Friday that it will cut
summer 2009 capacity by 2%, re-
duce cargo capacity, trim capital out-
lays by Œ1.2 billion ($1.54 billion)
over the next two fiscal years and
eliminate as many as 1,200 jobs by
not replacing workers who leave. It
will also freeze hiring for all but
flight personnel. Air France-KLM
employs around 104,600 people.

Air France-KLM’s net loss for the
three months ended Dec. 31 totaled
Œ505 million, compared with a year-
earliernetprofitofŒ139million.Reve-
nue was virtually flat at Œ5.97 billion.

The carrier said that it will post
an operating profit for the full year
ending March 31.

Air France-KLM was hit hard by
fuel hedging after oil prices fell in
the final months of 2008 from
record-high midyear levels at which
many airlines hedged. The company
said it will continue unwinding fuel-
hedging positions.

The results came as no surprise.

The carrier issued a profit warning
last month, saying it expects a third-
quarter operating loss of around
Œ200 million, though it didn’t com-
ment on the net result or give a fore-
cast for the full year.

Air France-KLM was cautious
about full-year operating profit, say-
ing that “its level will depend on eco-
nomic developments between now
and the end of the year, their impact
on the passenger activity, and espe-

cially on cargo, which is facing ex-
tremely difficult conditions.” It said
it will continue assessing costs to
achieve more savings where possible.

The “Challenge 12” cost-cutting
program is under review in light of
the economic crisis and will be inten-
sified, Chief Executive Pierre-Henri
Gourgeon said. The airline will also
try to delay taking delivery on air-
craft it has ordered.

“Activity in the third quarter re-

flected the increasing severity of the
economic downturn,” Air France-
KLM said. “The passenger business
heldup,underpinnedbyourbalanced
networkandefficienthubs,withtraf-
fic up 3.4% and capacity by 2.9%.”

Weaker premium-class business
undermined “resilient” long-haul
lines, while the medium-haul sector
saw flagging French domestic traf-
fic and revenue. The cargo business
weakened sharply.

By Stacy Meichtry

And Guy Chazan

ROME—Italian oil and gas com-
pany Eni SpA swung to a net loss on
energy-price declines in the fourth
quarter and predicted a tough time
ahead for the international oil in-
dustry.

The energy giant Friday posted a
loss of Œ874 million ($1.12 billion) in
the fourth quarter because of lower
oil prices, compared with a profit of
Œ3.01 billion a year earlier.

Adjusted net profit, a closely
watched figure that strips out gains
and losses on inventory, fell 28% to
Œ1.94 billion. Eni also trimmed its
oil and gas production targets for
the coming years, though the tar-
gets remain more aggressive than
many of its larger competitors.

Eni Chief Executive Paolo Sca-
roni in an interview painted a bleak
outlook for the industry. Oil prices
would stay low, he said, and the Eu-
ropean market for natural gas
would be flat after some 20 years of
growth.

Refining margins—the differ-
ence between the price refiners pay
for crude and the price they get for
the gasoline they sell—have fallen
from about $9 a barrel a month ago
to $3 barrel now and would stay
low, as the economic crisis hits gaso-
line consumption, he said. New re-
fineries due to come on stream in
the coming years could lead to ex-
cess capacity in the industry.

But Mr. Scaroni said Eni, which
has aggressively extended its glo-
bal reach in recent years with a
string of acquisitions, is well-posi-

tioned to ride out the downturn. He
said it produces oil more cheaply
than many of its rivals. Its natural
gas business is to a large extent reg-
ulated by the Italian government,
which means cash flows are stable;
and its refining business is small rel-
ative to competitors. “We think we
can continue to grow more than any-
one else,” he said.

Oil majors’ poor earnings have
raised concerns about their ability
to keep paying out generous divi-
dends and maintain ambitious in-
vestment programs if oil prices stay
at their current low levels for the
foreseeable future. Mr. Scaroni said
Eni would be “cash neutral,” or able
to make payouts to shareholders
and fund capital spending without
having to raise new debt, at a price
of $43 a barrel for Brent crude.

Some analysts worried that
Eni’s finances might be stretched in
the coming months. “Eni shares
still appear to offer strong yield,
but investors may begin to fret over
limited balance sheet flexibility
and risk to future dividends,” Citi-
group said Friday in a research
note.

Unveiling the company’s strat-
egy for the next four years, Mr. Sca-
roni said Eni’s energy production
would grow by 3.5% a year through
2012, slowing to 3% between 2012
and 2015. That was less than the pro-
jections it announced last year, of
4.5% growth for 2007 to 2011. Com-
pany officials said Eni is reschedul-
ing some projects, such as a lique-
fied natural gas development in
Egypt and the planned expansion of
a big oil field in Kazakhstan.

By David Pearson

PARIS—French tire maker
Michelin SA and car-parts maker
Valeo SA Friday said they will link
up to develop systems for electric
and hybrid vehicles.

The two companies have
signed an agreement to develop
new technologies for creating
tires, drivetrains, systems for en-
gine and battery-cooling manage-
ment, climate control, lighting
and energy management.

The agreement comes as gov-
ernments around the world, in-
cluding France, are bailing out car
makers and, at the same time, are
encouraging them to develop new
energy-saving technologies. Valeo
officials said the French govern-
ment’s push for environmentally
friendly technological develop-
ment helped spur the alliance. It
will be open to other interested
partners, they said.

Michelin and Valeo plan to
build a drivetrain upon which car
manufacturers could build elec-
tric or thermal-electric hybrid ve-
hicles in the future, said Valeo
Chief Executive Thierry Morin.

Valeo has experience in devel-
oping and manufacturing electri-
cal systems for engine manage-
ment and climate control and was
a key supplier of the drivetrain for
more than 10,000 first-generation
electric vehicles developed by PSA
Peugeot Citroën and Renault SA.
Its minihybrid Stop-Start system
that temporarily stops a car’s en-
gine when the vehicle isn’t moving
is increasingly being adopted by
car makers keen to reduce carbon-
dioxide emissions of their vehi-
cles.

Michelin is developing its Ac-
tive Wheel, a design that would
put individual electric and suspen-
sion motors within each wheel.

The backdrop to the technologi-
cal development plans is a plung-
ing market for Michelin and Valeo
products as their biggest custom-
ers—car and truck manufacturers—
slash production, close factories
and lay off staff. New passenger-
car registrations in Europe fell to
a 20-year low in January, underlin-
ing the market’s steady slide.

Michelin said its 2008 net
profit plunged 53% to Œ360 million
($464 million), battered by the
drop in automobile production in
the second half of the year as well
as rising raw-material, energy and
transportation costs. Revenue
was down 2.7% to Œ16.41 billion. Al-
though capital spending will be
slashed by 45% this year, there
won’t be any slowdown in invest-
ment in research and development
on new products, the company
said.

Valeo, for its part, said it swung
to a loss of Œ207 million in 2008
from a Œ81 million net profit a year
before. A Œ241 million charge, re-
lated to 5,000 job cuts the com-
pany announced in December,
weighed on Valeo’s results. Reve-
nue dropped 9% to Œ8.82 billion.

Michelin gave a cautious out-
look for 2009 with expectations
for improvement in the second
half, but Valeo’s Mr. Morin said his
company will still be unprofitable
in the first six months, with auto-
mobile output expected to drop by
30%. Valeo doesn’t expect the cri-
sis facing the industry to dissipate
until 2011.

Michelin, Valeo
to create systems
for hybrid autos
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Earthlings eavesdrop on cosmic party line
Techno-gentry gives
big boost to seekers
of extraterrestrials
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By Robert Lee Hotz

Long Beach, Calif.

R
ADIO astronomer Jill
Tarter has her ear at the
keyhole of the cosmos,
listening for a signal
from life beyond Earth.

For decades, she and her colleagues
have surveyed the sky in vain. The re-
cent discovery of so many worlds
around other suns, though, has re-
newed her resolve—and so has the
prospect of greater public support.

In a display of private sector sci-
ence, her cause—the search for ex-

traterrestrial intel-
ligence (SETI)—
has been embraced
by a geek-chic col-
lective of techno-

crats, info-moguls, activists and
wishful thinkers, from Bill Gates to
Cameron Diaz, who gathered in
Long Beach, Calif., recently at the
conclave of an influential enterprise
called TED. The acronym stands for
“Technology, Entertainment, De-
sign.”

Now in its 25th year, its invita-
tion-only conference is the nexus of
a global talk circuit whose video es-
says on science, culture, design and
economics have been viewed via the
web more than 100 million times
and translated into 25 languages.
It’s grown adept at raising the ven-
ture capital of idealism.

Dr. Tarter, who directs the search
for extraterrestrial intelligence at the
SETIInstituteinMountainView,Calif.,
received this year’s TED Prize, which
awards its winners “one wish to
changetheworld.”The$100,000prize
is accompanied by $1 million in sup-
port funding and, more importantly,
the opportunity to marshal the tech-
nology, multimedia and fund-raising

resources of the TEDelite.
Other recipients this year
were deep-sea explorer
Sylvia Earle and Venezue-
lan music maestro Jose
Antonio Abreu, who
teaches disadvantaged
youthtoplayclassicalmu-
sic.

Dr. Tarter’s wish en-
compassed the known
universe.

She asked for a way
to “empower Earthlings
everywhere to become
active participants in
the ultimate search for
cosmic company.” Her
aspirations focus on the
new Allen Telescope Ar-
ray at the Hat Creek Ob-
servatory about 470 kilo-
meters north of San
Francisco—the largest
radio telescope devoted
full-time to the search
for intelligent life else-
where in the universe.

M i c ro s o f t c o -
founder Paul Allen donated $29 mil-
lion to design and build its initial ar-
ray of 42 satellite dishes, which be-
gan observations in October 2007.

The Allen telescope searches the
radio spectrum of single stars for
transmissions from other civiliza-
tions while making wide-angle star
maps at the same time. For the first
time on a telescope of this scale, as-
tronomers and SETI scientists can
share a view of the cosmos, without
getting in the way of each other’s
work. Until the advent of the Allen
Telescope, SETI researchers oper-
ated on borrowed time.

“We have been using other peo-
ple’s telescopes for small amounts
of time,” Dr. Tarter says. “That’s
what the Allen Telescope is chang-
ing. We built this telescope in a way
in which we can do traditional radio
astronomy and SETI at the same
time. This is the first telescope that
has ever been built to do this.”

Dr. Tarter and her colleagues are

eager to expand that radio array to
encompass 350 satellite dishes with
enhanced signal detectors, at a final
project cost of about $50 million. To-
day, the SETI scientists can scan
only a few stars at a time across a
fraction of the spectral bandwidth
available for alien signals. “My goal
for the next decade would be to
search a million stars like the sun
and for each one of them to scan
about 10 billion frequency chan-
nels,” she says.

Within minutes of announcing
her TED wish, she started hearing of-
fers of assistance.

An Australian electronics mag-
nate volunteered his company’s en-
gineers to improve the telescope’s
signal processing capabilities. A
computer scientist donated his pat-
ented search algorithms for better
data analysis. Marketing experts of-
fered to create Spanish-language
Web sites to spread her message
throughout Central and South Amer-

ica. A senior developer from Google
Inc. volunteered to persuade his
company to incorporate searchable
star maps into Google Earth.

If past TED Prize projects are
any guide, that may be just the be-
ginning. When Harvard University
biologist E.O. Wilson received the
award in 2007, he wished for an on-
line encyclopedia of biodiversity
that would document our planet’s
1.8 million species. Within a year,
organizers had raised $22 million
for the project. By last month, the
resulting Encyclopedia of Life
Web site had cataloged 80,000 spe-
cies and created basic pages for a
million more. So far, 34,000 peo-
ple have volunteered to help.

The modern search for extrater-
restrial life has been under way for
50 years, operating at the fringe of
scientific respectability—an
X-Files endeavor that, critics chor-
tle, verges on pseudo-science. No
federal money is spent directly on
the search for intelligent life on
other worlds.

Its outsider status is curious, be-
cause the search for tell-tale harbin-
gers of extraterrestrial life, like wa-
ter, has energized the unmanned ex-
ploration of Mars and the moons of
the outer planets, such as Jupiter’s
Europa and Saturn’s Titan.

Every new discovery of an alien
exo-planet edges SETI more into the
mainstream. As of this month, as-
tronomers have discovered 340
planets around nearby stars, most
of them gas giants like Jupiter,
sharpening the question of whether
some form of life developed beyond
Earth. In November, the orbiting
Hubble Space Telescope took the
first visible light snapshot of a
planet circling another star—a gi-
ant orb three times the size of Jupi-
ter circling the bright southern star
Fomalhaut.

On March 5, NASA plans to
launch its $437 million Kepler probe
on a four-year mission to survey the

Milky Way for earth-
like habitable planets.

The search for extra-
terrestrial intelligence
may be born of wishful
thinking, but it has a
practical side.

In 1999, for exam-
ple, researchers at the
University of Califor-
nia, Berkeley, devised a
scheme to analyze SETI
signals by using idle
personal computers
around the world,
through a free software
pro gram called
SETI@home. It soon
grew into the world’s
largest distributed com-
puting effort, with five
million computer users
in 200 countries.

On some days, the
volunteer SETI net-
work is one of the five
fastest supercomput-
ers on Earth, just be-
hind processors at

NASA and at Los Alamos National
Laboratory.

As a test bed for cooperative
computing, moreover, it enabled a
new wave of research relying on
such virtual supercomputers.
Projects include efforts to create a
three-dimensional map of the
Milky Way, to analyze the molecu-
lar shapes of proteins, to monitor
earthquakes, and to test climate
prediction models.

The design of the Allen Tele-
scope is no less innovative. SETI’s
most valuable contribution, though,
is its spiritual dividend, Dr. Tarter
says. The search centers us in a uni-
verse of hope by offering the possi-
bility that we are not alone. At the
least, an alien signal could be evi-
dence that an advanced civilization
like ours on another planet can in
fact overcome its own technological
and environmental stresses to sur-
vive for a long time.

Dr. Tarter is haunted by the possi-
bility that she may have overlooked
the alien signal she’s been seeking
for so long. “We may have already
seen it and thrown it out,” Dr. Tarter
says. “That’s why we need to find
new ways to analyze the data.”

Email to sciencejournal@wsj.com.
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By Alex Roth

And Valerie Bauerlein

The sheriff of Richland County,
S.C., made a big splash earlier this
month when a squad of deputies
raided the houses of people sus-
pected of having information about
a party at which Olympic swimming
champion Michael Phelps allegedly
smoked marijuana.

Butsomepeople in themetropoli-
tan county of 350,000 in central
South Carolina are wondering why
the sheriff is making such a big deal
about the situation. “This case is just
ridiculous,” said Todd Rutherford, a
South Carolina state legislator and
criminal-defenselawyer whoisn’t in-
volved in the investigation.

It all started after the British tab-
loid “News of the World” published
on Feb. 1 a photograph showing Mr.
Phelps, who won eight gold medals
atthe Beijing Gameslast year, appar-
ently smoking a marijuana pipe.
Without specifically admitting that
he had smoked an illegal drug, Mr.
Phelps confirmed the authenticity of
the photo, taken last November at a
student party at the University of
South Carolina in Columbia, S.C. He
issued a public apology for his con-
duct, and the embarrassing incident
costhima lucrativesponsorship con-
tract with cereal maker Kellogg Co.

Then, on Feb. 7, sheriff’s deputies
with drawn guns burst into two Co-
lumbia homes, including the site of
the party, and arrested eight young
men on various drug offenses.

Joseph McCulloch, a lawyer for
one of the eight, said the deputies or-
dered one home’s three occupants
to the ground, seized computers,
cellphones and cameras, and later
questioned the three extensively
about Mr. Phelps. Dick Harpootlian,
who represents another of the ar-
rested men, said deputies appeared
to be interested primarily in gather-
ing evidence against Mr. Phelps.

“All they asked him was, ‘Were
you at the party in November with
Michael Phelps? Do you know where
the bong is? Do you know who did
seehim?’ ”said Mr.Harpootlian.Nei-
ther attorney would name his client.

Through a spokesman, Sheriff
Leon Lott declined to comment. Ear-

Please turn to page 30

To some, Phelps case is overkill
Jill Tarter has been searching for
intelligent life in space for decades.
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UAW to renew talks with GM despite health-care impasse

New-car filings in Europe drop 27%

An idle General Motors plant in
Michigan. U.S. officials believe GM
needs at least $5 billion more in
government loans to keep operating
beyond the first quarter.

GM plans to offer U.S. two costly options
Dilemma would be
funding bankruptcy
vs. expanding bailout
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FOCUS ON AUTOMOBILES

Running on empty
In December, GM estimated
it would run out of cash to fund 
operations without U.S. loans*

Surplus or shortfall:

*$9.4 billion as of January and $4 billion more 
expected this month

Source: the company
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By Sharon Terlep

And John D. Stoll

General Motors Corp. and the
United Auto Workers were expected
to break a stalemate over how to
change a health-care trust and re-
sume negotiations on changing an
existing labor contract Sunday. The
move comes amid mounting pres-
sure from the White House.

Talks between the auto maker
and its top union broke down last
week over disagreements about a
health-care agreement and other is-
sues, but the two sides were ready
to sit down again Sunday in Detroit,
according to a person involved in
the negotiations. The talks are ex-
pected to extend until at least Tues-
day, at which time GM must turn in a
viability plan to the U.S. Treasury De-
partment.

The Treasury is requiring viabil-
ity plans from GM and Chrysler LLC
under the terms of a $17.4 billion
bridge loan that the White House ex-
tended to the companies in Decem-
ber. To keep from having to pay back
the loans in April and to potentially
qualify for additional funding, the
two auto makers need to prove they
can be viable in the future.

While GM and rival Chrysler
have spent the past two months
crafting hefty restructuring plans
for their global operations, the two
companies have had trouble making

progress with the union and bond-
holders on the concessions the Trea-
sury is demanding from those par-
ties. The effort to get the UAW to
agree to deep concessions hit a road-
block late last week after the union
balked at an attempt by GM and
Chrysler to stray from the terms
that the UAW believed were initially
supposed to govern the negotia-
tions.

The UAW is accusing the two
auto makers of wanting to change
the terms of a health-care trust for
retirees in a way that could damage
the viability of the trust.

It was unclear whether Chrysler
officials would also return to the bar-
gaining table Sunday.

On Sunday, a key adviser to U.S.
President Barack Obama, David Axel-
rod, said the collapse of talks
shouldn’t deter the parties from
crafting a solution for the auto in-
dustry. Mr. Axelrod, speaking dur-
ing an interview with Fox News, said
the solution is going to have to “in-
clude concessions on the part of ev-
eryone,” including company man-
agement.

“Obviously this is a difficult situa-
tion, and everyone’s going to have to
continue to work toward a solu-
tion,” Mr. Axelrod said. Fox News is
owned by News Corp., which also
owns Dow Jones & Co., the pub-
lisher of The Wall Street Journal.

A GM spokesman declined to dis-

cuss the status of negotiations but
said the company is still aiming to
present its viability plan Tuesday.

“We continue to engage our
stakeholder groups as we work
through this,” Chrysler spokesman
Max Gates said on Saturday. The
auto maker plans to meet the re-
quirements for submitting its viabil-
ity plan by Tuesday, he said.

At issue is a health-care fund,
also known as voluntary employees’
beneficiary association, or VEBA,
that was established in 2007 labor
negotiations and designed to take re-
sponsibility for tens of billions of

dollars in health-care obligations
next year. When activated, VEBA
will relieve the auto makers of sev-
eral billion dollars of annual health-
care costs. But the fund requires bil-
lions in funding at a time when GM
and Chrysler are relying on $17.4 bil-
lion in government loans.

As part of their loan agreement
with the Treasury, GM and Chrysler
agreed to restructure VEBA with the
UAW by replacing half of the cash
owed to the fund with stock. The
UAW is taking issue with a demand
being made by GM and Chrysler in
relation to the timing and amount of

the payments.
The union thinks that changes pro-

posedbytheauto makersto thehealth-
care trust during the past week are
contrary to the requirements lawmak-
ers have laid out, according to people
familiar with the situation.

In addition to struggling to seal
terms with its union, GM has had
trouble nailing down terms of a debt-
for-equity swap that bondholders
are being asked to commence.

Bondholders have expressed
frustration with the UAW, according
to people briefed on negotiations
among bondholders.

FRANKFURT—New-passenger-
car registrations in Europe contin-
ued to evaporate in January, with a
27% drop from a year earlier as weak
consumer confidence and tight
credit markets led to the ninth con-
secutive month of shrinking sales.

New-car registrations, which
mirror sales, came in at 958,517 cars—
the lowest level in two decades, the
European Automobile Manufactur-
ers Association said Friday. The de-
cline was partly because of 1.4 fewer
working days across Europe than in
the year-earlier month, on average.

In January, “all markets [contrib-

uted] negatively to the results,” the
group said in a statement.

New-car registrations at Volks-
wagen AG, Europe’s largest auto
maker, were down 20% at 199,279
cars. Demand at its Audi AG pre-
mium brand fell by 6.1%, though the
VW brand posted a 19% decrease.

U.S. auto maker General Motors
Corp. faced the steepest decline last
month in Europe among major car
makers, with a 35% fall from a year
earlier to 80,445 vehicles.

Toyota Motor Corp. posted a
32% decrease to 51,193 cars, with its
premium Lexus brand seeing regis-

trations fall by 50%.
Ford Motor Co. performed

slightly better than the overall mar-
ket as registrations were down 22%
at 102,925 cars.

French car maker Renault SA
posted a 34% fall to 72,038 new-car
registrations. Peer PSA Peugeot-Cit-
roen SA saw registrations come in
at 128,272, down 25%.

Registrations for Italy’s Fiat SpA
slid 26% last month to 83,245 cars.

German premium-car makers
BMW AG and Daimler AG saw regis-
trations fall 32% and 31% to 44,065
and 48,218 cars, respectively.

By John D. Stoll

And Sharon Terlep

General Motors Corp., nearing
a federally imposed deadline to
present a restructuring plan, will
offer the U.S. government two
costly alternatives: commit bil-
lions more in bailout money to
fund the company’s operations, or
provide financial backing as part
of a bankruptcy filing, said people
familiar with GM’s thinking.

The competing choices, which
highlight GM’s rapidly deteriorat-
ing operations, present a dilemma
for Congress and the Obama admin-
istration. If they refuse to provide
additional aid to GM on top of the
$13.4 billion already committed
they risk seeing an American indus-
trial icon fall into bankruptcy-
court protection.

Some experts and members of
Congress say bankruptcy reorgani-
zation is the surest way for GM to
cut costs and become viable. But it
could be a politically unpalatable
development during a recession
that already has thrown millions of
workers out of jobs.

Treasury Department officials
believe GM needs at least $5 bil-
lion more in U.S. loans to keep op-
erating beyond the first quarter,
said people familiar with the situa-
tion.

The call for additional funds
will be a key part of the revitaliza-
tion plan GM is required to file
with the Treasury by Tuesday,
though it is unclear whether GM
will furnish a dollar amount, said
people familiar with the matter.

The plan is supposed to describe
how the company will become self-
sustaining and better compete
with foreign rivals.

But it is increasingly unlikely
GM will have a finished plan in
time. Negotiations with GM’s
union and bondholders haven’t
yet produced commitments to con-
crete concessions as required by
terms of the federal loans. GM and
the United Auto Workers are ex-
pected to break a stalemate over
how to change a health-care trust
and resume negotiations on chang-
ing an existing labor contract Sun-
day. The move comes amid mount-
ing pressure from the Obama ad-
ministration.

People involved in the talks say
progress has been slowed by the
fact the Obama administration has
yet to appoint a “car czar,” as envi-
sioned by the bailout program.

GM will argue it needs the addi-
tional government funds to stay
out of bankruptcy court, people fa-
miliar with the matter said. At the
same time, the company—which
previously had dismissed sugges-
tions that it might need to file for
bankruptcy—has moved closer to
such a prospect.

GM believes government funds
would be needed for debtor-in-pos-
session financing should the com-
pany seek bankruptcy because
such money wouldn’t be available
from private sources, said people
familiar with the situation. The
auto maker eventually may seek
permission to extend the March 31
deadline to complete certain re-
structuring actions by at least sev-
eral months.

Rick Wagoner, GM’s chairman
and chief executive, once fiercely
opposed a bankruptcy filing, say-
ing it would scare off customers.
But his opinion has softened, and
he has been influential in shaping

the plan for a possible filing, said
people involved in the strategy.
GM declined to comment.

GM’s board began more seri-
ously considering bankruptcy in
November as the company’s liquid-
ity headed toward unsustainable
levels. In early December, at the
board’s prompting, Mr. Wagoner
hired bankruptcy lawyers and ad-
visers to begin preparing a contin-
gency plan, said people familiar
with the matter. In the months that
followed, these bankruptcy ex-
perts worked alongside h advisers
Evercore Partners and Morgan
Stanley, both of which previously
worked for GM, to develop multi-
ple options for GM.

One plan includes a Chapter 11
bankruptcy filing that would as-
semble all of GM’s viable assets, in-
cluding some U.S. brands and inter-
national operations, into a new

company. The undesirable assets
would be liquidated or sold under
protection of a bankruptcy court.
Contracts with bondholders,
unions, dealers and suppliers
would also be reworked.

GM got a tax break of around $3

billion as part of U.S. President
Barack Obama’s economic-stimu-
lus plan. The break saves GM from
having to pay taxes associated
with its bailout.

Chrysler is also due to file a via-
bility plan Tuesday. The company
is expected to submit two scenar-
ios, one spelling out how it can re-
structure as an independent com-
pany and the other taking into ac-
count its tentative alliance with
Fiat SpA, people familiar with the
matter said.

Chrysler was given $4 billion in
U.S. loans after nearly running out
of money. The company is looking
to Fiat to provide technology for
small and midsize cars that
Chrysler would build and sell un-
der its own brands. In exchange,
the Italian company would take a
35% Chrysler stake.

Other stakes in Chrysler could
be parceled out to compensate the
UAW and debt holders for cost con-
cessions, leaving majority owner
Cerberus Capital Management LP
with a dramatically diminished
holding, people familiar with the
matter said. Cerberus now owns
80.1% of Chrysler, and Daimler AG
19.9%.

But like GM, Chrysler also needs
more government help to stay
afloat. The company has said it in-
tends to ask for $3 billion in addi-
tional loans.

For the past few weeks,
Chrysler has been urging dealers
to order more vehicles to give the
company enough revenue to keep
going through the end of March.
On Friday, executives said in a con-
ference call that it reached its goal
of bringing in 78,000 orders for
February, said a dealer who partici-
pated in the call.

Chrysler declined to comment
on its revamping plan.
 —Deborah Solomon

and Jeff McCracken
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.

3.72% 9 World -a % % 157.44 0.08% –42.4% 6.20% 10 U.S. Select Dividend -b % % 481.22 –0.22% –40.7%

3.16% 11 Global Dow 1019.20 –0.42% –36.2% 1397.38 0.63% –43.9% 4.80% 12 Infrastructure 1243.00 0.36% –27.8% 1528.28 1.31% –36.6%

5.27% 9 Stoxx 600 191.30 0.33% –39.7% 184.41 1.38% –47.0% 2.64% 5 Luxury 566.50 –0.62% –40.3% 619.97 0.43% –47.6%

5.34% 9 Stoxx Large 200 207.10 0.28% –39.4% 198.63 1.33% –46.7% 2.43% 16 BRIC 50 261.80 1.24% –47.1% 321.93 2.19% –53.6%

4.76% 11 Stoxx Mid 200 169.00 0.42% –40.5% 162.09 1.47% –47.7% 3.87% 3 Africa 50 555.80 0.08% –48.9% 454.94 1.02% –55.1%

5.32% 9 Stoxx Small 200 103.10 1.04% –42.9% 98.87 2.10% –49.9% 7.85% 4 GCC % % 1086.45 0.11% –62.1%

5.34% 8 Euro Stoxx 207.00 0.52% –41.8% 199.60 1.58% –48.9% 4.59% 9 Sustainability 638.00 –0.38% –36.1% 695.41 0.66% –43.8%

5.38% 7 Euro Stoxx Large 200 221.60 0.60% –42.0% 212.31 1.65% –49.0% 2.90% 10 Islamic Market -a % % 1412.59 0.24% –36.2%

5.02% 9 Euro Stoxx Mid 200 191.50 0.00% –40.2% 183.44 1.05% –47.4% 3.26% 9 Islamic Market 100 1479.20 –1.12% –22.0% 1634.23 –0.09% –31.5%

5.43% 9 Euro Stoxx Small 200 113.50 0.57% –43.0% 108.68 1.62% –49.9% 3.26% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1134.20 0.49% –56.7% 1253.06 1.55% –61.9% 2.90% 10 Wilshire 5000 % % 8385.74 –0.91% –38.6%

7.91% 6 Euro Stoxx Select Div 30 1249.00 0.26% –55.6% 1385.20 1.31% –60.9% % DJ-AIG Commodity 115.40 –1.85% –38.3% 108.16 –0.82% –45.8%

*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 5 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 1.5141 2.1822 1.3056 0.1813 0.0438 0.2236 0.0165 0.3736 1.9527 0.2620 1.2217 ...

 Canada 1.2394 1.7862 1.0687 0.1484 0.0358 0.1831 0.0135 0.3058 1.5983 0.2145 ... 0.8185

 Denmark 5.7782 8.3278 4.9825 0.6919 0.1670 0.8535 0.0629 1.4259 7.4519 ... 4.6623 3.8162

 Euro 0.7754 1.1176 0.6686 0.0928 0.0224 0.1145 0.0084 0.1913 ... 0.1342 0.6257 0.5121

 Israel 4.0525 5.8406 3.4944 0.4852 0.1171 0.5986 0.0441 ... 5.2262 0.7013 3.2698 2.6764

 Japan 91.9000 132.4509 79.2446 11.0036 2.6557 13.5744 ... 22.6776 118.5188 15.9046 74.1518 60.6954

 Norway 6.7701 9.7574 5.8378 0.8106 0.1956 ... 0.0737 1.6706 8.7311 1.1717 5.4626 4.4713

 Russia 34.6045 49.8737 29.8392 4.1434 ... 5.1114 0.3765 8.5392 44.6277 5.9888 27.9215 22.8545

 Sweden 8.3518 12.0370 7.2017 ... 0.2414 1.2336 0.0909 2.0609 10.7709 1.4454 6.7389 5.5159

 Switzerland 1.1597 1.6714 ... 0.1389 0.0335 0.1713 0.0126 0.2862 1.4956 0.2007 0.9357 0.7659

 U.K. 0.6938 ... 0.5983 0.0831 0.0201 0.1025 0.0075 0.1712 0.8948 0.1201 0.5598 0.4582

 U.S. ... 1.4413 0.8623 0.1197 0.0289 0.1477 0.0109 0.2468 1.2896 0.1731 0.8069 0.6605

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 373.25 –2.75 –0.73% 822.00 315.75
Soybeans (cents/bu.) CBOT 957.75 –13.75 –1.42 1,644.50 786.50
Wheat (cents/bu.) CBOT 548.25 –3.25 –0.59 1,190.00 484.25
Live cattle (cents/lb.) CME 87.000 –0.500 –0.57 119.200 82.400
Cocoa ($/ton) ICE-US 2,672 23 0.87% 3,214 1,910
Coffee (cents/lb.) ICE-US 115.00 0.55 0.48 181.50 105.00
Sugar (cents/lb.) ICE-US 13.57 0.08 0.59 15.95 9.94
Cotton (cents/lb.) ICE-US 45.22 –1.25 –2.69 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,995.00 67 3.48 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,905 1 0.05 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,578 3 0.19 2,400 1,542

Copper (cents/lb.) COMEX 155.45 0.50 0.32 388.00 127.10
Gold ($/troy oz.) COMEX 942.20 –7.00 –0.74 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1362.50 11.50 0.85 2,122.50 8.50
Aluminum ($/ton) LME 1,378.50 –2.50 –0.18 3,340.00 1,326.00
Tin ($/ton) LME 11,125.00 125.00 1.14 25,450.00 9,750.00
Copper ($/ton) LME 3,445.00 51.00 1.50 8,811.00 2,815.00
Lead ($/ton) LME 1,159.00 14.00 1.22 3,460.00 870.00
Zinc ($/ton) LME 1,163.00 19.00 1.66 2,840.00 1,065.00
Nickel ($/ton) LME 10,450 200 1.95 33,600 9,000

Crude oil ($/bbl.) NYMEX 41.97 –0.20 –0.47 141.45 39.82
Heating oil ($/gal.) NYMEX 1.2980 –0.0238 –1.80 4.2500 1.2570
RBOB gasoline ($/gal.) NYMEX 1.3003 –0.0440 –3.27 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.459 –0.045 –1.00 12.002 4.360
Brent crude ($/bbl.) ICE-EU 44.81 –1.22 –2.65 150.45 41.01
Gas oil ($/ton) ICE-EU 410.75 –5.00 –1.20 1,345.25 402.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 13
Per In

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

Argentina peso-a 4.5057 0.2219 3.4938 0.2862

Brazil real 2.9394 0.3402 2.2793 0.4387
Canada dollar 1.5983 0.6257 1.2394 0.8069

1-mo. forward 1.5987 0.6255 1.2396 0.8067
3-mos. forward 1.5983 0.6257 1.2394 0.8069
6-mos. forward 1.5963 0.6264 1.2378 0.8079

Chile peso 743.81 0.001344 576.75 0.001734
Colombia peso 3240.73 0.0003086 2512.88 0.0003980
Ecuador US dollar-f 1.2896 0.7754 1 1
Mexico peso-a 18.6157 0.0537 14.4347 0.0693
Peru sol 4.1643 0.2401 3.2290 0.3097
Uruguay peso-e 30.178 0.0331 23.400 0.0427
U.S. dollar 1.2896 0.7754 1 1
Venezuela bolivar 2.77 0.361107 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9527 0.5121 1.5141 0.6605
China yuan 8.8130 0.1135 6.8336 0.1463
Hong Kong dollar 9.9987 0.1000 7.7530 0.1290
India rupee 62.6834 0.0160 48.6050 0.0206
Indonesia rupiah 15179 0.0000659 11770 0.0000850
Japan yen 118.52 0.008437 91.90 0.010881

1-mo. forward 118.46 0.008441 91.86 0.010886
3-mos. forward 118.29 0.008454 91.72 0.010902
6-mos. forward 117.97 0.008477 91.47 0.010932

Malaysia ringgit-c 4.6485 0.2151 3.6045 0.2774
New Zealand dollar 2.4474 0.4086 1.8977 0.5270
Pakistan rupee 102.862 0.0097 79.760 0.0125
Philippines peso 60.755 0.0165 47.110 0.0212
Singapore dollar 1.9434 0.5146 1.5069 0.6636
South Korea won 1811.96 0.0005519 1405.00 0.0007117
Taiwan dollar 43.904 0.02278 34.043 0.02937
Thailand baht 45.338 0.02206 35.155 0.02845

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

Euro zone euro 1 1 0.7754 1.2897
1-mo. forward 1.0004 0.9996 0.7757 1.2891
3-mos. forward 1.0007 0.9993 0.7760 1.2887
6-mos. forward 1.0006 0.9994 0.7759 1.2888

Czech Rep. koruna-b 28.604 0.0350 22.180 0.0451
Denmark krone 7.4519 0.1342 5.7782 0.1731
Hungary forint 297.25 0.003364 230.49 0.004339
Norway krone 8.7311 0.1145 6.7701 0.1477
Poland zloty 4.6324 0.2159 3.5920 0.2784
Russia ruble-d 44.628 0.02241 34.605 0.02890
Sweden krona 10.7709 0.0928 8.3518 0.1197
Switzerland franc 1.4956 0.6686 1.1597 0.8623

1-mo. forward 1.4950 0.6689 1.1592 0.8627
3-mos. forward 1.4926 0.6700 1.1574 0.8640
6-mos. forward 1.4886 0.6718 1.1543 0.8663

Turkey lira 2.1215 0.4714 1.6451 0.6079
U.K. pound 0.8948 1.1176 0.6938 1.4413

1-mo. forward 0.8951 1.1172 0.6940 1.4409
3-mos. forward 0.8951 1.1172 0.6941 1.4408
6-mos. forward 0.8949 1.1174 0.6939 1.4411

MIDDLE EAST/AFRICA
Bahrain dinar 0.4862 2.0569 0.3770 2.6526
Egypt pound-a 7.1730 0.1394 5.5620 0.1798
Israel shekel 5.2262 0.1913 4.0525 0.2468
Jordan dinar 0.9144 1.0937 0.7090 1.4104
Kuwait dinar 0.3773 2.6503 0.2926 3.4180
Lebanon pound 1937.70 0.0005161 1502.50 0.0006656
Saudi Arabia riyal 4.8373 0.2067 3.7509 0.2666
South Africa rand 12.8514 0.0778 9.9650 0.1004
United Arab dirham 4.7369 0.2111 3.6731 0.2723

SDR -f 0.8648 1.1564 0.6706 1.4913

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 600 191.27 0.63 0.33% –2.9% –39.7%

 8 DJ Stoxx 50 1966.27 4.70 0.24 –4.8% –37.9%

 8 Euro Zone DJ Euro Stoxx 207.02 1.08 0.52 –7.1% –41.8%

 7 DJ Euro Stoxx 50 2228.29 13.34 0.60 –9.1% –40.1%

 5 Austria ATX 1684.58 18.54 1.11 –3.8% –56.2%

 6 Belgium Bel-20 1832.24 –10.76 –0.58% –4.0% –50.0%

 6 Czech Republic PX 723.7 –2.4 –0.33 –15.7% –53.1%

 11 Denmark OMX Copenhagen 244.34 5.00 2.09 8.0% –39.7%

 9 Finland OMX Helsinki 5123.32 –0.35 –0.01 –5.2% –51.7%

 8 France CAC-40 2997.86 33.52 1.13 –6.8% –37.2%

 9 Germany DAX 4413.39 5.83 0.13 –8.2% –35.4%

 … Hungary BUX 11854.38 93.70 0.80 –3.2% –50.1%

 2 Ireland ISEQ 2344.47 –15.06 –0.64 0.1% –63.8%

 6 Italy S&P/MIB 17731 62 0.35 –8.9% –47.2%

 4 Netherlands AEX 251.12 2.85 1.15 2.1% –42.2%

 6 Norway All-Shares 282.25 5.04 1.82 4.5% –41.6%

 17 Poland WIG 23555.47 –9.03 –0.04 –13.5% –52.2%

 10 Portugal PSI 20 6454.14 48.65 0.76 1.8% –42.8%

 … Russia RTSI 624.21 12.76 2.09% –1.2% –68.6%

 7 Spain IBEX 35 8265.5 64.6 0.79 –10.1% –36.8%

 15 Sweden OMX Stockholm 209.50 1.71 0.82 2.6% –32.1%

 11 Switzerland SMI 5126.84 20.17 0.39 –7.4% –30.3%

 5 Turkey ISE National 100 25199.53 176.45 0.71 –6.2% –43.1%

 8 U.K. FTSE 100 4189.59 –12.65 –0.30% –5.5% –27.6%

 9 ASIA-PACIFIC DJ Asia-Pacific 84.74 0.38 0.45 –9.5% –42.0%

 … Australia SPX/ASX 200 3559.1 44.8 1.27 –4.4% –36.5%

 17 China CBN 600 19766.94 664.28 3.48 33.9% –47.9%

 8 Hong Kong Hang Seng 13554.67 326.37 2.47 –5.8% –43.9%

 11 India Sensex 9634.74 168.91 1.78 –0.1% –46.8%

 … Japan Nikkei Stock Average 7779.40 74.04 0.96 –12.2% –42.9%

 … Singapore Straits Times 1705.64 20.68 1.23 –3.2% –44.8%

 11 South Korea Kospi 1192.44 12.60 1.07 6.0% –29.6%

 10 AMERICAS DJ Americas 210.33 –1.62 –0.76 –7.0% –39.7%

 … Brazil Bovespa 41673.62 1172.83 2.90 11.0% –32.0%

 11 Mexico IPC 19368.10 9.85 0.05 –13.5% –32.6%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Feb. 13, 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* 208.27 –0.98% –8.5% –43.7%

4.00% 9 World (Developed Markets) 837.68 –0.87% –9.0% –42.9%

3.60% 10 World ex-EMU 99.16 –0.48% –7.9% –41.2%

3.90% 10 World ex-UK 838.32 –0.81% –9.3% –42.1%

5.00% 8 EAFE 1,095.48 –2.20%–11.5% –46.4%

4.20% 8 Emerging Markets (EM) 542.69 –1.96% –4.3% –50.2%

5.60% 7 EUROPE 66.68 –1.27% –4.0% –40.8%

6.30% 7 EMU 120.82 –3.08%–15.0% –51.0%

5.70% 8 Europe ex-UK 72.48 –1.64% –6.6% –40.7%

7.80% 5 Europe Value 72.25 –1.61% –6.8% –45.5%

3.70% 10 Europe Growth 59.67 –0.95% –1.3% –36.0%

5.50% 7 Europe Small Cap 104.02 –0.76% 3.0% –45.1%

4.80% 3 EM Europe 150.99 –2.50% –4.9% –62.0%

5.50% 6 UK 1,244.53 –0.75% –5.3% –28.9%

5.60% 8 Nordic Countries 99.49 –1.08% 1.4% –44.4%

3.70% 3 Russia 412.50 –3.63% 0.1% –67.3%

4.70% 10 South Africa 565.09 –0.11% –2.4% –16.8%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 229.84 –1.39% –7.1% –50.3%

2.90% 11 Japan 469.82 –2.44%–11.3% –45.0%

3.40% 9 China 38.51 –2.61% –5.6% –42.5%

1.80% 10 India 363.78 –1.47% –1.5% –50.3%

2.40% 9 Korea 324.14 –1.04% 5.6% –27.5%

9.30% 7 Taiwan 169.20 –2.78% –2.4% –42.9%

3.00% 13 US BROAD MARKET 912.14 0.26% –7.1% –39.1%

2.50% 56 US Small Cap 1,134.03 0.44% –9.1% –39.0%

4.00% 9 EM LATIN AMERICA 2,156.18 –1.36% 3.8% –47.6%

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

GLOBAL MARKETS LINEUP

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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Profit at Abercrombie & Fitch plunges 68%

Satyam to weigh acquisition offers
CEO sees no timeline
for a possible deal;
keeping eye on cash

U.S. peanut firm linked to salmonella liquidates
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CORPORATE NEWS

A shopperpassing anAbercrombie &Fitch store in the U.S. in December. Holiday sales
were disappointing,and theretailerhas backedaway from avoidingdeep discounting.

A.S.Murty, the new CEOof SatyamComputerServices, saidthe company isconsidering
offers from numerous suitors whohave expressed interest in the Indian firm.

By Nicholas Casey

And Karen Talley

Abercrombie & Fitch Co. re-
ported a 68% drop in its fiscal-
fourth-quarter earnings, indicating
that last year’s dismal holiday
spending may continue to haunt
the company deep into 2009.

The news comes as the teen-ap-
parel retailer has been backing
down on its pledge not to engage in
the big discounting that has be-
come common in the mall, plaguing
retail margins.

Abercrombie reduced prices as
much as 90% throughout January
to clear inventory on some items.
As a result, gross margin, or the dif-
ference between a company’s cost
of producing products and the
price it receives for them, fell to
64.4% from 67.2% for the quarter.
But the gamble didn’t spur same-
store sales, which fell 25%, in dol-
lar terms, from the same period a
year ago.

Chief Executive Mike Jeffries,
in a call with analysts Friday, re-
ferred to the fourth quarter as “a
nightmare that included unprece-
dented promotional activity by
other retailers in the malls and
consumers who continued to show
reluctance to spend, especially for
premium brands.”

For the quarter ended Jan. 31,

Abercrombie posted net income of
$68.4 million, or 78 cents a share,
down from $216.8 million, or $2.40
a share, a year earlier.

The latest results included
charges of 32 cents a share related
to Mr. Jeffries’s new employment
agreement and write-downs of
some store-related assets. Revenue
fell 19% to $998 million. Analysts

surveyed by Thomson Reuters ex-
pected earnings of $1 a share and
revenue of $997 million.

The company joined other retail-
ers in declining to provide guidance
for the new year because of eco-
nomic volatility as it reviews costs.
Last month, Abercrombie cut 50
jobs at its New Albany, Ohio, corpo-
rate headquarters.

Other reductions are on the
way. The company plans to open
just 10 stores in the U.S. this year,
compared with 90 in 2008, and is
delaying the planned opening of
two Abercrombie & Fitch flagships
to 2010.

The retailer is also cutting capi-
tal expenditures to $165 million to
$175 million in fiscal 2009, com-
pared with $370 million last year.

As the U.S. falters, Abercrombie
is looking for international expan-
sion to fuel its growth. Encouraged
by the success of its Abercrombie &
Fitch and teen-themed Hollister
stores in the U.K., the retailer plans
to open several more there this
year, in addition to expanding into
other European countries.

Abercrombie “is on the doorstep
of becoming a truly international
brand” while proactively managing
expenses and cutting unnecessary
growth, said Credit Suisse analyst
Paul Lejuez.

Many clothing retailers have
said the holiday season, usually a
period of strong sales, was weak as
consumers continued to cut back
on discretionary purchases. Aber-
crombie, which sells upscale casual
clothing, has been particularly hard-
hit as customers have traded down
to cheaper competitors.

By August Cole

The parent company of Blackwa-
ter Worldwide is restructuring and
will drop the name Blackwater from
its various units. The move coin-
cides with the winding down of the
U.S. guard work in Iraq that turned
the small military-training com-
pany into one of the world’s biggest—
and most controversial—security
firms.

EP Investments of McLean, Va.,
will now be called Xe, (pronounced
“Z”). It will be run by Gary Jackson,
51 years old, who had been the presi-
dent of Blackwater Lodge & Train-
ing Center. EP was structured as a
holding company, without a presi-
dent.

The company’s lucrative work in
Iraq is set to end sometime this year.
In January, the Iraqi government ef-
fectively vetoed Blackwater’s contin-
ued presence in the country by refus-
ing it a newly required license to per-
form security work for the U.S. State
Department. In late 2007, the depart-
ment said it was paying Blackwater
about $360 million annually for se-
curity work, mostly in Iraq, and an-
other $117 million a year for aviation
services. Blackwater is closely held
and doesn’t disclose its revenue.

The rejection followed Iraq’s
new rules for contractors that give
the Baghdad government more con-
trol over foreign companies. A Sep-
tember 2007 shooting incident in-
volving Blackwater guards in the
Iraqi capital left 17 Iraqis dead and
caused an international uproar, in-
cluding calls in Iraq for the compa-
ny’s departure.

Five of the guards were charged
with manslaughter by the U.S. Jus-
tice Department and pleaded not
guilty. A sixth guard entered a guilty
plea and is cooperating with the gov-
ernment. A trial of the five men is
scheduled for early next year.

In a memo to employees explain-
ing the change, Mr. Jackson wrote:
“Xe will be a one-stop shopping
source for world class services in
the fields of security, stability, avia-
tion, training and logistics.”

The name change follows the
company’s shift to greater training,
logistics and aviation contracting
for governments. Xe was picked be-
cause it had “the best potential for
brand identity,” according to a
spokeswoman for the company.

The company’s bear-paw and
crosshairs logo became an icon
within the private-security indus-
try, so much so that some Blackwa-
ter guards had it tattooed on them-
selves. After the September 2007
shooting, the company attempted to
soften the look of the logo and re-
moved the crosshairs, and changed
its name from Blackwater USA to
“Blackwater Worldwide.”

The new logo is a stylized black
“X” on a white background, with a
small “e” superimposed on it.

The name Blackwater is also be-
ing removed from the company’s
various business units. Its training-
and-security business is now called
U.S. Training Center Inc., and the
company’s airship operations have
been renamed “Guardian Flight Sys-
tems” from “Blackwater Airships.”

Behind the scenes, the company
has also been working to fix prob-
lems with export controls.

Security firm
will cease to use
Blackwater name

By Niraj Sheth

NEW DELHI—Satyam Computer
Services Ltd. has begun considering
offers from suitors looking to buy
the fraud-riddled Indian outsourcer,
said new Chief Executive A.S. Murty.

The company’s board, appointed
by the Indian government, has been
approached by “numerous entities,”
Mr. Murty said in written responses
to questions from The Wall Street
Journal.

Indian engineering-and-con-
struction firm Larsen & Toubro
Ltd., which holds a 12% stake in Sa-
tyam, has expressed interest in buy-
ing the company, as have HCL Tech-
nologies Ltd., the Hinduja Group,
Tech Mahindra Ltd. and Spice
Group.

A final deal, however, may not be
imminent. “There is no timeline
that we can commit [to] at this
stage,” Mr. Murty said. A sale
wouldn’t need the explicit approval
of the government, he added.

The outsourcer’s former chair-

man, B. Ramalinga Raju, admitted
last month to cooking the books for
several years, by methods including
the creation of fictitious cash bal-
ances of more than $1 billion.

The board settled on Mr. Murty, a
longtime Satyam executive, as CEO
after a monthlong search. He has
spent 15 years with the company,
most recently as its chief delivery of-
ficer, until taking the helm in early
February.

The biggest hurdle facing Mr.
Murty and the new board may be get-
ting enough money to keep Satyam
running until a sale can be consum-
mated. Its actual finances are still be-
ing analyzed after Mr. Raju’s confes-
sion, and the company had some dif-
ficulties meeting payroll last
month. Mr. Murty said Satyam has
secured a loan of $130 million to
help its financial position in the
near term.

“At first glance, it appears we
should be able to secure our opera-
tions with monthly collections and
prudent financial management,” he
said.

Mr. Murty declined to say when
the company would release much-
awaited financial data. Satyam has
hired KMPG and Deloitte to help in
its internal investigation into the
fraud and to establish the real finan-
cial situation of the Hyderabad-
based company.

The fraud at the company is also
being investigated by several Indian
authorities, including Andhra
Pradesh state police, India’s mar-
kets regulator and the country’s top
fraud-investigation agency. The U.S.
Securities and Exchange Commis-
sion also has sent officials to India.
Satyam has American depositary re-
ceipts listed on the New York Stock
Exchange.

In the wake of Mr. Raju’s confes-
sion, Satyam has faced criticism for
having an opaque and highly central-
ized management structure that
some say allowed the fraud to be con-
cealed for years.

Satyam’s business units “had a
very limited overview of the consoli-
dated organizational results,” Mr.
Murty said. The company is working
with its advisers to change that
structure, Mr. Murty said.

By Jane Zhang

The U.S. peanut-processing
company at the center of a salmo-
nella outbreak linked to nine
deaths and at least 637 illnesses
filed Friday for liquidation under
U.S. bankruptcy law.

Peanut Corp. of America’s
bankruptcy lawyer said the com-
pany had “no alternative” but to
stop operations and liquidate. An-

drew S. Goldstein, a partner at law
firm Magee, Foster, Goldstein &
Sayers, of Roanoke, Va., said Pea-
nut Corp. was “operating well” be-
fore the outbreak, but that
changed after the U.S. Department
of Agriculture banned it from do-
ing business with the government
and government contractors.

The company filed under Chap-
ter 7 of the U.S. Bankruptcy Code in
federal bankruptcy court in Lynch-

burg, Va., where the firm is based.
Mr.Goldsteinsaid the last operat-

ing Peanut Corp. plant, in Suffolk,
Va., has ceased operations. Peanut
Corp. last month shuttered its plant
in Blakely, Ga., identified as the
source of the recent outbreak, and
closed a plant in Plainview, Texas,
last week after initial tests came
back positive for salmonella.

Stewart Parnell, Peanut Corp.’s
president, signed the bankruptcy

petition on Thursday, one day af-
ter he appeared before a congres-
sional committee, where he repeat-
edly invoked his constitutional
right to avoid self-incrimination.

U.S. Food and Drug Administra-
tion officials have accused the com-
pany of knowingly shipping pea-
nut products contaminated with
salmonella, and the FDA and Jus-
tice Department have begun a crim-
inal investigation.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.50 $24.19 –0.10 –0.41%
Alcoa AA 22.40 7.48 –0.03 –0.40%
AmExpress AXP 12.10 15.74 –0.45 –2.78%
BankAm BAC 229.10 5.57 –0.30 –5.11%
Boeing BA 5.30 40.48 0.62 1.56%
Caterpillar CAT 10.00 30.94 –0.08 –0.26%
Chevron CVX 10.30 69.73 –0.13 –0.19%
Citigroup C 131.30 3.49 –0.12 –3.32%
CocaCola KO 10.80 43.85 –0.54 –1.22%
Disney DIS 11.20 18.52 –0.31 –1.65%
DuPont DD 7.00 22.40 –0.51 –2.23%
ExxonMobil XOM 25.60 74.59 –0.63 –0.84%
GenElec GE 77.60 11.44 –0.24 –2.05%
GenMotor GM 11.80 2.50 –0.15 –5.66%
HewlettPk HPQ 17.30 35.87 0.63 1.79%
HomeDpt HD 16.60 21.22 –0.76 –3.46%
Intel INTC 48.70 13.88 –0.12 –0.86%
IBM IBM 5.80 93.84 –1.23 –1.29%
JPMorgChas JPM 54.90 24.69 –1.50 –5.73%
JohnsJohns JNJ 11.10 57.10 –0.68 –1.18%
KftFoods KFT 9.40 25.20 –0.27 –1.06%
McDonalds MCD 6.60 56.81 –0.15 –0.26%
Merck MRK 9.20 28.75 –0.59 –2.01%
Microsoft MSFT 44.20 19.09 –0.17 –0.88%
Pfizer PFE 53.10 14.58 –0.07 –0.48%
ProctGamb PG 10.90 51.09 –0.19 –0.37%
3M MMM 4.40 49.42 –0.55 –1.10%
UnitedTech UTX 4.20 47.09 0.18 0.38%
Verizon VZ 12.80 29.56 –0.30 –1.00%
WalMart WMT 24.60 46.53 –1.60 –3.32%

Dow Jones Industrial Average P/E: 19
LAST: 7850.41 t 82.35, or 1.04%

YEAR TO DATE: t 925.98, or 10.6%

OVER 52 WEEKS t 4,497.80, or 36.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, European
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 $117 6.9% 10% 56% 32% 2%

Bank of America - Merrill Lynch 113 6.7% 9% 24% 67% …%

BNP Paribas 101 6.0% 1% 74% 21% 4%

UBS 86 5.1% 1% 25% 74% …%

RBS 86 5.1% 19% 56% 20% 4%

Morgan Stanley 78 4.7% 19% 17% 63% …%

HSBC 75 4.5% …% 90% 9% 2%

Citi 67 4.0% 3% 43% 54% …%

Deutsche Bank 66 3.9% 5% 67% 26% 2%

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

Rhodia "1,328" –47 –283 100 Next  209 23 –18 –89

Norske Skogindustrier ASA "1,255" –44 –114 42 Gas Nat SDG 314 26 2 47

Gecina "1,089" –37 –163 –258 Contl AG 1024 29 –3 12

Smurfit Kappa Fdg  921 –32 –57 58 Renault 369 31 –17 4

Klepierre 816 –12 –50 –76 Rallye 1157 31 15 –10

FKI  256 –12 –30 –47 Fortis Bk 172 45 92 93

Lafarge 823 –11 –109 99 Fiat 1194 45 –207 254

ArcelorMittal Fin 893 –9 –104 –181 Seat Pagine Gialle  1728 59 –1 403

Endesa  406 –9 –69 –91 Anglo Irish Bk Corp  494 62 86 30

Henkel AG & Co KGaA 107 –6 –16 –12 TUI AG 1531 97 14 448

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

Credit Suisse Grp Switzerland Banks $33.5 32.82 4.79% –40.3% –54.6%

ArcelorMittal Luxembourg Iron & Steel 37.6 20.11 4.58 –57.7 ...

ABB Switzerland Industrial Machinery 31.5 15.71 3.02 –35.6 8.0

Telefonica Spain Fixed Line Telecoms 88.0 14.49 2.91 –23.1 11.0

Rio Tinto U.K. General Mining 28.8 19.89 2.58 –63.8 –30.6

Royal Bk of Scot U.K. Banks $12.4 0.22 –9.17% –92.6 –95.6

Barclays U.K. Banks 12.1 1.01 –4.29 –75.9 –84.2

Soc. Generale France Banks 19.9 26.55 –3.98 –62.8 –75.9

UniCredit Italy Banks 22.8 1.32 –2.94 –72.6 –78.1

Anglo Amer U.K. General Mining 24.9 12.88 –2.72 –57.4 –40.8

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

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

ENI 89.1 17.23 2.44% –23.0% –27.7%
Italy (Integrated Oil & Gas)
L.M. Ericsson Tel B 26.0 72.70 2.39 4.0 –46.7
Sweden (Telecoms Equipment)
Intesa Sanpaolo 35.9 2.35 2.29 –47.3 –50.9
Italy (Banks)
BASF 29.2 24.58 2.20 –42.5 –21.8
Germany (Commodity Chemicals)
Royal Dutch Shell 90.5 19.77 1.96 –16.3 –24.6
U.K. (Integrated Oil & Gas)
Deutsche Bk 16.8 22.79 1.81 –69.3 –75.0
Germany (Banks)
BHP Billiton 41.1 12.78 1.59 –17.6 29.9
U.K. (General Mining)
Total 125.2 40.90 1.49 –16.8 –23.3
France (Integrated Oil & Gas)
Daimler 30.1 24.14 1.47 –55.3 –50.1
Germany (Automobiles)
AXA 32.1 11.90 1.36 –43.6 –58.3
France (Full Line Insurance)
Sanofi-Aventis 79.7 46.98 1.32 –9.6 –36.4
France (Pharmaceuticals)
Vodafone Grp 112.7 1.34 0.86 –21.5 8.0
U.K. (Mobile Telecoms)
BNP Paribas 31.1 26.44 0.61 –55.3 –64.9
France (Banks)
SAP 45.2 28.58 0.44 –12.0 –32.9
Germany (Software)
Deutsche Telekom 54.3 9.65 0.42 –25.9 –29.2
Germany (Mobile Telecoms)
Siemens 54.6 46.27 0.35 –47.2 –39.8
Germany (Diversified Industrials)
ING Groep 15.8 5.89 0.31 –70.8 –81.1
Netherlands (Life Insurance)
Novartis 113.3 49.66 0.28 –9.3 –30.5
Switzerland (Pharmaceuticals)
Unilever 35.7 16.14 0.25 –21.9 –17.7
Netherlands (Food Products)
Banco Santander 59.0 5.72 0.18 –47.2 –49.0
Spain (Banks)

Bayer 42.6 43.17 0.14% –22.4% 23.6%
Germany (Specialty Chemicals)
Tesco 40.7 3.59 0.08 –10.4 10.2
U.K. (Food Retailers & Wholesalers)
Iberdrola 35.5 5.51 ... –46.0 –11.2
Spain (Conventional Electricity)
France Telecom 61.5 18.21 ... –21.9 –4.9
France (Fixed Line Telecoms)
Roche Hldg Pt. Ct. 90.2 148.70 ... –22.6 –22.1
Switzerland (Pharmaceuticals)
Koninklijke Philips 19.5 14.92 –0.07 –42.0 –47.0
Netherlands (Consumer Electronics)
Nokia 46.9 9.55 –0.10 –60.6 –39.4
Finland (Telecoms Equipment)
Assicurazioni Genli 27.6 15.14 –0.39 –45.6 –45.2
Italy (Full Line Insurance)
Nestle 123.9 37.48 –0.48 –20.1 –3.9
Switzerland (Food Products)
HSBC Hldgs 91.9 5.30 –0.66 –27.4 –44.6
U.K. (Banks)
Allianz SE 37.7 64.49 –0.71 –43.0 –52.0
Germany (Full Line Insurance)
BP 150.8 5.06 –0.74 –8.7 –22.9
U.K. (Integrated Oil & Gas)
GDF Suez 78.0 27.58 –0.77 –25.3 0.8
France (Multiutilities)
British Amer Tob 53.3 18.26 –0.81 0.8 39.3
U.K. (Tobacco)
Banco Bilbao Vizcaya 33.4 6.90 –1.15 –48.8 –58.4
Spain (Banks)
GlaxoSmithKline 100.1 12.14 –1.18 9.1 –17.5
U.K. (Pharmaceuticals)
Diageo 34.5 8.67 –1.20 –18.4 –1.4
U.K. (Distillers & Vintners)
Astrazeneca 53.8 25.63 –1.99 31.2 –0.8
U.K. (Pharmaceuticals)
UBS 33.3 13.17 –2.01 –58.9 –78.8
Switzerland (Banks)
E.ON 59.2 22.91 –2.14 –46.8 –23.5
Germany (Multiutilities)

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 0.54% 1.05% 2.4% 2.2% -5.2%
Event Driven 0.51% 1.05% -8.3% 1.9% -25.4%
Distressed Securities -2.38% -3.39% -15.8% -5.1% -37.2%

*Estimates as of 02/12/09, 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 1.55 98.45% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.52 94.61 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.60 84.16 0.06 11.20 5.74 9.05

Asia ex-Japan IG: 10/1 3.65 93.30 0.02 6.63 1.99 3.57

Japan: 10/1 4.50 87.73 0.02 4.76 1.58 2.84

 Note: Data as of February 12

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

In percentage points
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Source: Markit Group

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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GLOBAL BUSINESS BRIEFS

Judge’s son linked to Medtronic

PepsiCo profit falls 43%
Strong dollar adds
to pressure as sales
of soda slow in U.S.

Toyota offers job buyouts in the U.S.

Fewer sodas are being dispensed as
Americans eat out less frequently.
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CORPORATE NEWS

—Compiled from staff
and wire service reports.

Chelsea Ltd.

English Premier League soccer
club Chelsea F.C. lost £65.7 million
($93.7 million) last season, with al-
most a third of that total paid out in
compensation to departed man-
agers José Mourinho and Avram
Grantbyowner RomanAbramovich,
according to financial figures re-
leased Friday. In the season and fi-
nancial year ended June 30,
Chelsea’s loss narrowed from a loss
of £74.8 million a year earlier. Reve-
nue jumped 12% to £213.1 million. It
cost Chelsea Ltd., the club’s parent
company that is controlled by Mr.
Abramovich, £23.1 million in com-
pensation to release Mr. Mourinho
in September 2007 and Mr. Grant
this past May.

Deutsche Bank AG

Amid rising political ire in the U.S.
and Europe about the size of bankers’
hefty paychecks, Deutsche Bank AG
is minimizing bonuses and scaling
back on multimillion-dollar execu-
tive pay packages. Deutsche Bank,
Germany’slargestbankbystock-mar-
ket value, will spread 2008 bonuses
for many staff out over several years,
effectivelyreducingtheamountofbo-
nus pay staffers get each year. The
bank is also scaling back on pay pack-
ages like the Œ14 million ($18 million)
in total compensation the bank’s
chief executive, Josef Ackermann,
took home in 2007. “We won’t be see-
ing figures like this so quickly again,”
Deutsche Bank Chairman Clemens
Boersig said in an interview pub-
lishedSundayinthe Germannewspa-
per Frankfurter Allgemeine Sonntag-
szeitung. A Deutsche Bank spokes-
man confirmed the comments.

By Thomas M. Burton

A U.S. federal judge who early last
month threw out massive litigation
againstMedtronicInc.didn’tdisclose
thathisson’slawfirmhaslonghadthe
medical-device maker as a client.

Judge Richard H. Kyle of federal
district court in Minneapolis said in
an interview that he didn’t realize
the firm, Fredrikson & Byron, had
represented the Minneapolis medi-
cal-device maker.

Judge Kyle’s son, Richard H. Kyle
Jr., is a partner with the firm, which
hasrepresented Medtronic on multi-
billion-dollar deals. Plaintiffs’ attor-
neys raised the issue in a conference
call Thursday, according to Judge
Kyle and attorneys in the litigation,
which involves nearly 700 cases that
have been consolidated inthe Minne-
sota federal court.

“I never thought about it. I don’t
see that I have a conflict,” said Judge
Kyle. He added, though, that mem-
bers of the “steering committee” of
plaintiffs lawyers, which is manag-
ing the litigation for the plaintiffs,
told him they plan to seek his dis-
qualification from the litigation.“I
was advised that some group of law-
yers were going to raise the ques-

tion of the propriety of my staying
on the case because of my son at Fre-
drikson & Byron, which represents
Medtronic,” the judge said in the in-
terview. Several attorneys involved
in the litigation, reached by tele-
phone, declined to respond to a re-
quest for comment.

“The law firm of Fredrikson & By-
ron does not represent Medtronic
in the [heart-device] litigation, nor
does it represent the company in
any matter before Judge Kyle,”
Medtronic said in a statement.
“This is clearly an effort to remove
a well-respected federal judge fol-
lowing rulings the plaintiffs’ law-
yers do not like.”

John Lundquist, a partner at the
firm, said, “It’s not a conflict of inter-
est, because we had nothing to do
with that lawsuit.” He confirmed
that the law firm does primarily
merger and intellectual-property
work for Medtronic.

The younger Mr. Kyle didn’t re-
spond to a request for comment.

Asked what effect the disclosure
might have, Stephen Gillers, a law
professor at New York University
School of Law, said, “The losers may
nowbe able to ask that the case be re-
instated and sent to a new judge but

only if they can meet” what he called
the “tough test that a Medtronic loss
would have a substantially negative
effect on the son’s firm.”

Judge Kyle’s decision last month
dismissed all the cases involved in
the complex multidistrict litigation.
He based his ruling on a U.S. Su-
preme Court opinion that federal
regulation of medical devices “pre-
empts,” or precludes, any such prod-
uct-liability cases under state law.
The judge’s opinion is likely to come
up when Congress takes up legisla-
tion that would allow plaintiffs to
get around the Supreme Court’s rul-
ing in the future.

At issue are heart-device wires
known as Sprint Fidelis defibrillator
leads,whichconnectelectricaldefibril-
lators to the hearts of more than
200,000 cardiac patients world-wide.
By 2007, the Sprint Fidelis leads were
used in 90% of new Medtronic pa-
tients,and they had been implanted in
268,000 patients. It isn’t known how
many have been surgically removed.

In 2007, some cardiologists began
to report that the Sprint Fidelis lead
was fracturing at what they believed
was a high rate. After it fractured, the
lead no longer conducted electrical
therapy to patients’hearts properly.

By Anajali Cordeiro

And Valerie Bauerlein

Sales of snacks and beverages
jumped in PepsiCo Inc.’s interna-
tional markets in the fourth quarter,
but the U.S. consumer giant’s re-
sults continued to reflect the pres-
sures of a slowdown in North Amer-
ica soda sales and a stronger dollar.

Chief Executive Indra Nooyi on a
conference call Friday described the
company as “cautiously optimistic”
for 2009.

U.S. beverage sales have been un-
derpressure atPepsiCo—anditscom-
petitors—as cash-strapped consum-
ers eat out less and drink more water
at home. The overall liquid-refresh-
ment industry in the U.S. posted its
first-everannualdeclineinvolume,in-
cludinga 3% drop in2008 at PepsiCo’s
Americas beverages unit.

“Domestically, it’s just been
tough,” PepsiCo finance chief Rich-
ard Goodman said in an interview.
“It’s not that consumers are consum-
ing less liquid on fewer occasions.

It’s just that on some of those occa-
sions, they are substituting tap wa-
ter or homemade teas.”

PepsiCo’s fourth-quarter profit
fell 43% on restructuring charges and
losses from commodity hedging.
Both profit and revenue fell for Pepsi-
Co’s Americas beverage business. But
investors took the results in stride,

and PepsiCo shares were ahead 1.1%
at $52.57 in 4 p.m. composite trading
on the New York Stock Exchange.

Executives at the Purchase, N.Y.,
company said it will benefit later this
year from lower commodity prices
and revamped marketing and packag-
ing for key beverages in North Amer-
ica such as Pepsi-Cola and Gatorade.

The company’s snacks business
has held up well in North America,
they said, with that strength carrying
into the new year as consumers con-
tinue to buy salty treats. Revenue and
profit rosefor NorthAmerican snacks
due in part to price increases. “In the
snack business, you can’t go to your
house and turn on the faucet and have
chips come out,” Mr. Goodman said.

PepsiCo said the continued
strength of the dollar is likely to re-
duce per-share earnings growth
this year by about eight percentage
points. But company executives
noted that currency fluctuations are
volatile, and they are trying to lower
expenses to blunt the impact.

Pepsi posted fourth-quarter net
income of $719 million, or 46 cents a
share, down from $1.26 billion, or 77
cents a share, a year earlier. Exclud-
ing charges, earnings rose to 88
cents a share from 79 cents a share.
Revenue climbed 3.1% to $12.73 bil-
lion, led by 12% growth overseas.

By Kate Linebaugh

Toyota Motor Corp. is offering
widespread job buyouts to its U.S.
workers for the first time and cut-
ting the workweek at some of its
American plants by 10% to contend
with falling sales.

The Japanese company also said
it is eliminating bonuses for approxi-
mately 3,000 executives and sala-
ried employees and cutting execu-
tive pay. In addition, the world’s big-
gest car maker said there will be no
wage increases for the foreseeable
future and spring bonuses paid to

hourly workers will be reduced and
later eliminated.

“We are taking every measure
we can to protect employment,”
said Mike Goss, a Toyota spokes-
man. The company is also adding
several days in April when its North
American plants will be closed as it
seeks to reduce inventory levels by
about half in the second quarter.

Toyota, which has a corporate
philosophy of preserving employ-
ment, has avoided cutting jobs even
in difficult times. Toyota has been
paying two entire shifts of workers
at two plants in the U.S. even with

only one shift of production run-
ning. The company uses the time to
try to hone the workers’ skills.

Toyota has been hit hard in the
downturn, forecasting its first an-
nual loss in 59 years. Recently, the
company posted a net loss of 164.7
billion yen ($1.79 billion) for its fis-
cal third quarter ended Dec. 31, com-
pared with a profit of 458.67 billion
yen a year earlier.

Toyota is offering all 25,000 of its
North American workers 10 weeks of
pay, two weeks of additional pay for
every year of service and $20,000.

Nissan Motor Co.

Chrysler LLC Thursday said its
work with Nissan Motor Co. on the
development of the Dodge Hornet
and Nissan Titan pickup truck has
been put on hold as the two compa-
nies evaluate their financial futures.
Chrysler announced in April that
Nissan would build a fuel-efficient
small car that Chrysler would then
sell in North America and Europe un-
der the Dodge Hornet name. In re-
turn, Chrysler would build Nissan a
full-size pickup truck—based on Nis-
san’s design—at its Saltillo, Mexico,
assembly plant. A third project, in
which Nissan agreed to supply
Chrysler with a new car based on the
Nissan Versa sedan for limited distri-
bution in South America in 2009, is
still progressing.

Northern Rock PLC

A British court on Friday re-
jected claims by former sharehold-
ers in nationalized mortgage
lender Northern Rock PLC that the
government was being unfair in a
plan to compensate them. The U.K.
Treasury took over the shares
when Northern Rock was national-
ized a year ago. Shareholders ar-
gued that the government has
wrongly compelled the indepen-
dent valuer to assume that North-
ern Rock was a failed bank, leaving
the share value at little more than
zero.

Pernod-Ricard SA

Net profit rises by 4.6%
on 13% increase in revenue

Spirits giant Pernod-Ricard SA
Friday reported a 4.6% rise in first-
half net profit on higher sales, outper-
forming rival Diageo PLC, and con-
firmed its full-year forecast as con-
sumers continue to buy wines and
spirits despite the global economic
crisis. Pernod-Ricard, which makes
Jameson whiskey, Beefeater gin and
Jacob’s Creek wines, said net profit
in the six months ended Dec. 31 rose
to Œ615 million ($790.6 million) from
Œ588 million a year earlier. Revenue
rose 13% to Œ4.21 billion.

Saab AB

Swedish aerospace and defense
company Saab AB Friday reported a
fourth-quarternetlossandadropinor-
ders, and said it is unlikely to see sales
growthin2009.Thecompany’sshares
were down 12% after the announce-
ment. Saab reported a net loss of 724
million Swedish kronor for the three
months ended Dec. 31, compared with
a net profit of 1.01 billion kronor ($86.1
million)in theyear-earlierperiod.The
resultswere weigheddownby1.89bil-
lionkronorinchargesandcostsassoci-
ated with delayed projects and lower
capital valuations. Sales rose 11% to
8.19 billion kronor, but orders fell 16%
to 7.16 billion kronor.

ThyssenKrupp AG

German steelmaker Thyssen-
Krupp AG said Friday its net profit
slid 59% in the last three months of
2008 because of a steep drop in or-
ders and warned it may cut more
jobs. The company said net profit in
its fiscal first quarter fell to Œ168 mil-
lion ($216 million) from Œ414 mil-
lion a year earlier. ThyssenKrupp
said the results were hit by Œ250 mil-
lion in inventory write-downs due
to the decline in steel prices as well
as Œ83 million in start-up costs for
two steel plants it is building in the
U.S. and Brazil. Sales were down 6%
at Œ11.5 billion. Orders for steel fell
nearly 40%, while stainless-steel de-
mand slumped 55%. ThyssenKrupp
said it would cut jobs in the steel di-
vision but didn’t say how many. It
has cut payrolls by 3,000 people
world-wide in the last four months,
though those jobs were mainly held
by temporary workers.

Vueling Airlines SA

The board of Vueling Airlines SA
on Friday approved the carrier’s
planned merger with peer Clickair
SA, as an oversupply of seats in
Spain and stiffer competition has
forced consolidation in the industry.
Vueling said Clickair will increase
its share capital to five million
shares and will later exchange each
share for three Vueling shares. The
ratio will give each company an
equal number of shares in the
merged airline. Vueling said it will is-
sue 14.95 million new shares. The
new airline will operate under the
Vueling name and will be based in
Barcelona. The agreement needs ap-
proval from Clickair’s board. Both
airlines have also suffered as low-
cost rivals easyjet PLC and Ryanair
Holdings PLC have added routes in
Spain in recent years. Vueling and
Clickair agreed to merge last year.

Executive Travel Program

Guests and clients of 320
leading hotels receive

The Wall Street Journal Europe
daily, courtesy of

www.accessmba.com
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Parex Eastern Europ Bd EU BD LVA 02/12 USD 8.96 2.8 –35.4 –17.0

Parex Russian Eq EE EQ LVA 02/12 USD 8.90 2.8 –69.7 –39.6

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 02/13 USD 103.14 –7.0 –50.1 –23.3

PF (LUX)-Asian Eq-Pca AS EQ LUX 02/13 USD 98.90 –7.1 –50.7 –24.0

PF (LUX)-Biotech-Pca OT EQ LUX 02/12 USD 309.25 8.5 –3.6 1.9

PF (LUX)-CHF Liq-Pca CH MM LUX 02/12 CHF 124.03 0.0 1.4 1.7

PF (LUX)-CHF Liq-Pdi CH MM LUX 02/12 CHF 93.62 0.1 1.4 1.7

PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/12 EUR 110.86 –6.1 –41.7 –29.9

PF (LUX)-Digital Comm-Pca OT EQ LUX 02/12 USD 78.47 –3.5 –35.4 –17.2

PF (LUX)-East Eu-Pca EU EQ LUX 02/12 EUR 134.99 1.1 –69.0 –43.9

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/13 USD 90.02 –3.4 –55.7 –26.8

PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/13 USD 296.98 –2.4 –55.0 –26.1

PF (LUX)-Eu Indx-Pca EU EQ LUX 02/12 EUR 74.19 –3.0 –38.8 –26.7

PF (LUX)-EUR Bds-Pca EU BD LUX 02/12 EUR 370.03 –0.9 0.5 0.6

PF (LUX)-EUR Bds-Pdi EU BD LUX 02/12 EUR 281.59 –0.9 0.5 0.6

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/12 EUR 127.07 1.7 –4.0 –2.2

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/12 EUR 89.33 1.7 –4.0 –2.2

PF (LUX)-EUR HiYld-Pca EU BD LUX 02/12 EUR 98.62 9.4 –21.9 –19.2

PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/12 EUR 57.17 9.4 –21.9 –19.2

PF (LUX)-EUR Liq-Pca EU MM LUX 02/12 EUR 135.04 0.3 3.5 3.4

PF (LUX)-EUR Liq-Pdi EU MM LUX 02/12 EUR 97.32 0.3 3.5 3.4

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/12 USD 102.09 0.2 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/12 USD 100.73 0.2 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 02/12 EUR 298.29 –2.5 –42.6 –31.3

PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/12 EUR 97.81 –3.3 –39.7 –30.3

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/12 USD 188.82 –0.3 –6.8 –0.4

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/12 USD 128.45 –0.3 –6.8 –0.4

PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/12 USD 12.07 –5.9 –44.2 –28.6

PF (LUX)-Gr China-Pca AS EQ LUX 02/13 USD 203.83 –4.2 –43.5 –17.0

PF (LUX)-Indian Eq-Pca EA EQ LUX 02/13 USD 188.26 –1.8 –56.3 –22.8

PF (LUX)-Jap Index-Pca JP EQ LUX 02/13 JPY 7256.38 –10.9 –41.2 –33.8

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/13 JPY 6526.59 –10.6 –42.8 –38.0

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/13 JPY 6365.82 –10.7 –43.2 –38.4

PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/13 JPY 3533.02 –10.0 –39.3 –35.7

PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/13 USD 147.58 –6.8 –47.2 –23.4

PF (LUX)-Piclife-Pca CH BA LUX 02/12 CHF 692.67 0.5 –14.5 –11.1

PF (LUX)-PremBrnds-Pca OT EQ LUX 02/12 EUR 41.12 –6.8 –38.9 –29.4

PF (LUX)-Security-Pca GL EQ LUX 02/12 USD 72.31 1.2 –25.2 –16.7

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/12 EUR 332.31 1.8 –39.3 –29.3

PF (LUX)-US Eq-Ica US EQ LUX 02/12 USD 77.35 –5.3 –34.9 –19.9

PF (LUX)-USA Index-Pca US EQ LUX 02/12 USD 67.18 –7.3 –37.0 –22.6

PF (LUX)-USD Gov Bds-Pca US BD LUX 02/12 USD 518.28 –2.3 7.1 8.2

PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/12 USD 380.30 –2.3 7.1 8.2

PF (LUX)-USD Liq-Pca US MM LUX 02/12 USD 130.34 0.1 2.0 3.3

PF (LUX)-USD Liq-Pdi US MM LUX 02/12 USD 85.11 0.1 2.0 3.3

PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/12 USD 101.41 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/12 USD 100.70 0.1 NS NS

PF (LUX)-Water-Pca GL EQ LUX 02/12 EUR 105.14 2.1 –26.0 –17.8

PF (LUX)-WldGovBds-Pca GL BD LUX 02/13 USD 157.27 –4.6 4.2 8.5

PF (LUX)-WldGovBds-Pdi GL BD LUX 02/13 USD 130.18 –4.6 4.2 8.5

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/12 USD 32.41 –21.9 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 02/12 USD 7.89 0.6 –34.8 –26.0

Japan Fund USD JP EQ IRL 02/13 USD 12.97 –11.7 –14.8 –15.5

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 02/11 USD 55.24 –4.4 –58.6 –23.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/12 EUR 513.27 –8.9 –38.6 NS

Core Eurozone Eq B EU EQ IRL 02/12 EUR 601.72 –8.5 NS NS

Euro Fixed Income A EU BD IRL 02/12 EUR 1110.37 –1.9 –12.1 –6.6

Euro Fixed Income B EU BD IRL 02/12 EUR 1179.16 –1.8 –11.6 –6.1

Euro Small Cap A EU EQ IRL 02/12 EUR 859.64 1.4 –44.2 –36.0

Euro Small Cap B EU EQ IRL 02/12 EUR 915.99 1.5 –43.9 –35.7

Eurozone Agg Eq A EU EQ IRL 02/12 EUR 468.91 –5.6 –43.2 NS

Eurozone Agg Eq B EU EQ IRL 02/12 EUR 670.35 –5.6 –42.8 –30.0

Glbl Bd (EuroHdg) A GL BD IRL 02/12 EUR 1212.68 1.3 –7.1 –2.8

Glbl Bd (EuroHdg) B GL BD IRL 02/12 EUR 1280.41 1.4 –6.5 –2.2

Glbl Bd A EU BD IRL 02/12 EUR 1048.66 7.0 2.3 –0.7

Glbl Bd B EU BD IRL 02/12 EUR 1110.55 7.0 2.9 –0.1

Glbl Real Estate A OT EQ IRL 02/12 USD 550.71 –17.4 –53.5 –39.1

Glbl Real Estate B OT EQ IRL 02/12 USD 564.75 –17.3 –53.2 –38.8

Glbl Real Estate EH-A OT EQ IRL 02/12 EUR 525.03 –16.3 –51.5 –39.8

Glbl Real Estate SH-B OT EQ IRL 02/12 GBP 49.40 –16.7 –51.4 –39.1

Glbl Strategic Yield A EU BD IRL 02/12 EUR 1177.75 4.2 –19.5 –11.2

Glbl Strategic Yield B EU BD IRL 02/12 EUR 1253.62 4.3 –19.1 –10.7

Japan Equity A JP EQ IRL 02/12 JPY 9115.00 –11.8 –42.8 –35.2

Japan Equity B JP EQ IRL 02/12 JPY 9664.00 –11.7 –42.5 –34.8

PacBasn (Ex-Jap) Eq A AS EQ IRL 02/12 USD 1177.29 –8.5 –49.4 –25.5

PacBasn (Ex-Jap) Eq B AS EQ IRL 02/12 USD 1249.78 –8.4 –49.1 –25.0

Pan European Eq A EU EQ IRL 02/12 EUR 694.37 –3.4 –42.5 –29.9

Pan European Eq B EU EQ IRL 02/12 EUR 736.32 –3.3 –42.2 –29.5

US Equity A US EQ IRL 02/12 USD 625.25 –6.6 –40.3 –23.8

US Equity B US EQ IRL 02/12 USD 665.95 –6.5 –40.0 –23.3

US Small Cap A US EQ IRL 02/12 USD 925.95 –7.9 –40.6 –25.8

US Small Cap B US EQ IRL 02/12 USD 986.78 –7.9 –40.2 –25.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/13 SEK 58.70 –2.5 –42.1 –30.8

Choice Japan Fd JP EQ LUX 02/13 JPY 40.29 –10.4 –40.7 –35.6

Choice Jpn Chance/Risk JP EQ LUX 02/13 JPY 39.72 –11.3 –47.0 –36.4

Choice NthAmChance/Risk US EQ LUX 02/13 USD 2.84 1.3 –40.2 –23.9

Europe 2 Fd EU EQ LUX 02/13 EUR 0.68 –1.8 –46.9 –32.5

Europe 3 Fd EU EQ LUX 02/13 GBP 2.69 –10.2 –35.9 –22.0

Global Chance/Risk Fd GL EQ LUX 02/13 EUR 0.49 4.2 –32.0 –24.3

Global Fd GL EQ LUX 02/13 USD 1.55 –6.8 –41.4 –25.5

Intl Mixed Fd -C- NO BA LUX 02/13 USD 21.24 –7.5 –31.5 –17.0

Intl Mixed Fd -D- NO BA LUX 02/13 USD 14.99 –7.5 –31.5 –15.9

Wireless Fd OT EQ LUX 02/13 EUR 0.10 8.1 –38.9 –22.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/13 USD 4.28 –5.5 –45.7 –23.2

Currency Alpha EUR -IC- OT OT LUX 02/13 EUR 10.72 –1.8 7.2 NS

Currency Alpha EUR -RC- OT OT LUX 02/13 EUR 10.66 –1.8 6.8 NS

Currency Alpha SEK -ID- OT OT LUX 02/13 SEK 103.67 –1.9 7.0 NS

Currency Alpha SEK -RC- OT OT LUX 02/13 SEK 114.91 –1.8 6.8 NS

Generation Fd 80 OT OT LUX 02/13 SEK 6.47 1.4 –25.2 NS

Nordic Focus EUR NO EQ LUX 02/13 EUR 53.14 6.5 –37.8 NS

Nordic Focus NOK NO EQ LUX 02/13 NOK 57.97 6.5 –37.8 NS

Nordic Focus SEK NO EQ LUX 02/13 SEK 60.98 6.5 –37.8 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/13 USD 1.36 –2.5 –38.1 –23.9
Ethical Global Fd GL EQ LUX 02/13 USD 0.57 –8.0 –42.0 –26.9
Ethical Sweden Fd NO EQ LUX 02/13 SEK 29.42 2.3 –26.1 –20.6
Europe Fd EU EQ LUX 02/13 USD 1.46 –3.2 –38.6 –26.6
Index Linked Bd Fd SEK OT BD LUX 02/13 SEK 13.08 0.1 2.5 4.7
Medical Fd OT EQ LUX 02/13 USD 2.83 –1.5 –21.5 –12.4
Short Medium Bd Fd SEK NO MM LUX 02/13 SEK 9.20 0.5 3.2 3.1
Technology Fd OT EQ LUX 02/13 USD 1.62 4.0 –33.5 –18.3
World Fd NO BA LUX 02/13 USD 1.54 –6.9 –37.1 –18.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/13 EUR 1.27 0.2 1.9 2.1
Short Bond Fd SEK NO MM LUX 02/13 SEK 21.72 0.8 3.1 3.1
Short Bond Fd USD US MM LUX 02/13 USD 2.50 –0.1 1.3 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/13 SEK 10.01 –0.6 –2.9 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 02/13 SEK 8.98 –0.6 –2.9 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 02/13 SEK 25.06 –0.6 –3.0 –0.4
Alpha Bond Fd SEK -D- NO BD LUX 02/13 SEK 8.35 –0.6 –3.0 –0.4
Alpha Short Bd SEK -A- NO MM LUX 02/13 SEK 10.93 1.2 3.7 3.4
Alpha Short Bd SEK -B- NO MM LUX 02/13 SEK 10.25 1.2 3.7 3.4
Alpha Short Bd SEK -C- NO MM LUX 02/13 SEK 21.39 1.2 3.6 3.3
Alpha Short Bd SEK -D- NO MM LUX 02/13 SEK 8.89 1.2 3.6 3.3
Bond Fd SEK -C- NO BD LUX 02/13 SEK 41.71 0.4 8.9 5.9
Bond Fd SEK -D- NO BD LUX 02/13 SEK 12.51 0.4 7.7 5.3
Corp. Bond Fd EUR -C- EU BD LUX 02/13 EUR 1.08 –0.7 –9.0 –4.5
Corp. Bond Fd EUR -D- EU BD LUX 02/13 EUR 0.85 –0.7 –9.3 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 02/13 SEK 10.78 0.3 –11.6 –5.6
Corp. Bond Fd SEK -D- NO BD LUX 02/13 SEK 8.46 0.3 –11.4 –5.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/13 EUR 103.19 –0.6 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/13 EUR 102.84 –0.7 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 02/13 SEK 1108.16 –0.7 NS NS
Flexible Bond Fd -C- NO BD LUX 02/13 SEK 21.09 1.1 6.3 4.5
Flexible Bond Fd -D- NO BD LUX 02/13 SEK 11.94 1.1 6.3 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/13 SEK 79.95 –0.2 –21.0 –13.9
Global Hedge I SEK -D- OT OT LUX 02/13 SEK 73.07 –0.2 –23.3 –15.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/13 USD 1.50 –2.6 –48.7 –19.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/13 SEK 17.78 5.9 –37.9 –25.4
Europe Chance/Risk Fd EU EQ LUX 02/13 EUR 744.26 –2.4 –50.7 –35.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 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 02/11 EUR 27.32 –3.7 –6.2 0.2
Bonds Eur Corp A OT OT LUX 02/11 EUR 21.08 1.7 –5.0 –2.6
Bonds Eur Hi Yld A OT OT LUX 02/11 EUR 13.99 5.2 –27.7 –20.5
Bonds EURO A OT OT LUX 02/12 EUR 39.55 0.2 4.4 3.9
Bonds Europe A OT OT LUX 02/11 EUR 37.96 0.2 3.5 3.0
Bonds US MtgBkSec A OT OT LUX 02/12 USD 26.15 2.0 1.4 4.2
Bonds US OppsCoreplus A OT OT LUX 02/11 USD 32.50 3.1 1.1 4.5
Bonds World A OT OT LUX 02/11 USD 38.23 –4.0 –0.2 7.3
Eq. China A OT OT LUX 02/12 USD 14.05 –6.0 –46.6 –17.7
Eq. ConcentratedEuropeA OT OT LUX 02/12 EUR 19.76 –4.1 –44.8 –31.5

Eq. Eastern Europe A OT OT LUX 02/12 EUR 12.49 –5.5 –67.5 –42.2
Eq. Equities Global Energy OT OT LUX 02/12 USD 13.84 –2.9 –39.8 –13.9

Eq. Euroland A OT OT LUX 02/12 EUR 8.50 –7.2 –42.6 –29.9

Eq. Euroland MidCapA OT OT LUX 02/12 EUR 14.10 –2.1 –44.7 –33.9

Eq. EurolandCyclclsA OT OT LUX 02/12 EUR 13.45 –2.1 –39.6 –22.8

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

Eq. Glbl Emg Cty A OT OT LUX 02/12 USD 5.62 –6.0 –53.6 –24.4

Eq. Global A OT OT LUX 02/12 USD 19.65 –6.6 –41.5 –26.7

Eq. Global Technol A OT OT LUX 02/12 USD 3.72 1.8 –38.1 –27.6

Eq. Gold Mines A OT OT LUX 02/12 USD 22.12 5.8 –29.5 –8.4

Eq. Japan Sm Cap A OT OT LUX 02/12 JPY 843.93 –6.8 –35.7 –41.9

Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –6.9 –18.0 –22.0

Eq. Pacific A OT OT LUX 02/12 USD 5.90 –7.6 –49.5 –22.5

Eq. US ConcenCore A OT OT LUX 02/12 USD 16.39 0.9 –30.7 –18.3

Eq. US Lg Cap Gr A OT OT LUX 02/12 USD 10.97 1.8 –39.5 –23.3

Eq. US Mid Cap A OT OT LUX 02/12 USD 19.75 –1.4 –41.6 –22.3

Eq. US Multi Strg A OT OT LUX 02/12 USD 15.39 –3.7 –41.1 –26.6

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 02/12 USD 11.93 –7.8 –47.2 –34.3

Eq. US Value Opp A OT OT LUX 02/12 USD 12.23 –5.6 –46.4 –33.4

Money Market EURO A OT OT LUX 02/12 EUR 27.21 0.3 4.1 4.0

Money Market USD A OT OT LUX 02/12 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 02/13 JPY 7416.00 –13.8 –45.3 –39.7

YMR-N Japan Fund JP EQ IRL 02/13 JPY 8065.00 –14.6 –44.2 –37.1

YMR-N Low Price Fund JP EQ IRL 02/13 JPY 11154.00 –14.1 –39.5 –37.3

YMR-N Small Cap Fund JP EQ IRL 02/13 JPY 5600.00 –12.7 –43.6 –40.5

Yuki Mizuho Gen Jpn III JP EQ IRL 02/13 JPY 3652.00 –14.1 –52.2 –40.4

Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/13 JPY 3859.00 –14.1 –52.2 –43.7

Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/13 JPY 5295.00 –13.2 –49.1 –39.9

Yuki Mizuho Jpn Gen JP EQ IRL 02/13 JPY 6875.00 –14.3 –44.4 –38.2

Yuki Mizuho Jpn Gro JP EQ IRL 02/13 JPY 5338.00 –14.6 –44.4 –40.2

Yuki Mizuho Jpn Inc JP EQ IRL 02/13 JPY 6970.00 –12.4 –38.1 –34.6

Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/13 JPY 4252.00 –14.7 –45.5 –36.9

Yuki Mizuho Jpn LowP JP EQ IRL 02/13 JPY 9494.00 –16.2 –36.8 –33.8

Yuki Mizuho Jpn PGth JP EQ IRL 02/13 JPY 6547.00 –14.3 –49.4 –39.8

Yuki Mizuho Jpn SmCp JP EQ IRL 02/13 JPY 5375.00 –12.4 –47.7 –40.3

Yuki Mizuho Jpn Val Sel AS EQ IRL 02/13 JPY 4583.00 –11.7 –41.3 –35.3

Yuki Mizuho Jpn YoungCo AS EQ IRL 02/13 JPY 2186.00 –8.4 –52.6 –51.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/13 JPY 3667.00 –12.8 –50.0 –39.8

Yuki 77 General JP EQ IRL 02/13 JPY 5202.00 –11.9 –46.1 –37.6

Yuki 77 Growth JP EQ IRL 02/13 JPY 4998.00 –15.5 –48.8 –42.7

Yuki 77 Income AS EQ IRL 02/13 JPY 4523.00 –11.6 –38.4 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/13 JPY 5515.00 –11.6 –43.7 –37.3

Yuki Chugoku Jpn Gro JP EQ IRL 02/13 JPY 4315.00 –15.6 –46.7 –38.1

Yuki Chugoku JpnLowP JP EQ IRL 02/13 JPY 6896.00 –15.8 –35.8 –32.6

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 02/13 JPY 5857.00 –13.5 –47.3 –38.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/13 JPY 3950.00 –13.2 –46.3 –37.7

Yuki Hokuyo Jpn Inc JP EQ IRL 02/13 JPY 4513.00 –14.5 –38.7 –34.1

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/13 JPY 4122.00 –12.4 –41.9 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/13 JPY 3922.00 –12.9 –51.4 –40.3

Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/13 JPY 3699.00 –15.3 –49.5 –40.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/13 JPY 4365.00 –14.4 –45.3 –37.4
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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 01/30 USD 1361.57 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 01/30 USD 1755.28 –9.9 –9.9 –2.2
CMA MultHdge Balncd OT OT CYM 01/30 USD 1254.64 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 01/30 USD 1716.38 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 01/30 USD 974.79 –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 02/06 USD 396.92 NS –75.1 –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 01/30 EUR 220.59 2.7 17.6 36.5
Horseman EmMkt Opp USD GL EQ USA 01/30 USD 225.50 2.7 15.8 37.3
Horseman EurSelLtd EUR EU EQ GBR 01/30 EUR 211.93 1.3 10.2 22.0
Horseman EurSelLtd USD EU EQ GBR 01/30 USD 220.49 1.4 9.3 22.5
Horseman Glbl Ltd EUR GL EQ CYM 01/30 USD 494.60 0.4 24.9 33.1
Horseman Glbl Ltd USD GL EQ CYM 01/30 USD 494.60 0.4 24.9 33.1

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 02/10 USD 83.20 –0.1 92.9 26.5

Superfund GCT USD* GL EQ LUX 02/10 USD 3672.00 0.6 63.0 16.1

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 02/10 EUR 8775.00 0.1 42.9 14.4

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
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Bosnian leader urges U.S. action

By Farnaz Fassihi

TEHRAN—Young people here
have always been at the heart of
Iran’s political life.

More than 70% of Iran’s 70 mil-
lion people are younger than 35.
They face a crossroads. The country
goes to the polls to elect a new
leader this June. President Mah-
moud Ahmadinejad’s hard-line re-
gime has put pressure on young peo-
ple, particularly student activists,
and cracked down on signs of rebel-
lion from clothing to social activ-
ism. The price of oil, Iran’s economic
mainstay, has plummeted. Inflation
and unemployment are high.

Many of these voters are the edu-
cated, Western-infatuated Iranians
the U.S. has tried hard not to alien-
ate amid tight economic sanctions
aimed at halting Iran’s nuclear pro-
gram. A new American president
has offered to negotiate with Teh-
ran, an approach Iran has embraced.

Iran’s youth inherit a legacy of po-
litical activism. Young people paved
the way for the ascent of Ayatollah
Ruhollah Khomeini 30 years ago
this week by organizing antigovern-
ment protests in secret meetings at
mosques and walking out of class-
rooms and jobs across the country
in public protest.

Today, these children and grand-
children of the revolution are cen-
tral to any understanding of the
country. Here are four profiles.

Alma Bahmanpour, 23
Three times a week, university

student Alma Bahmanpour attends
a hip-hop dance class in an under-
ground studio, in a basement and
hidden from authorities. Dancing,
she says, makes her feel free.

Her favorite television show is
the American reality series, “So You
Think You Can Dance?” She watches
it with an illegal satellite dish on the
roof of her family’s apartment in an
affluent neighborhood in northern
Tehran. Her iPod, tucked under a
form-fitting coat, is filled with rap
and alternative rock.

She makes $100 a month at a part-
time job at a bookstore. She also re-
ceives an allowance from her par-
ents. Her father is a book publisher
and her mother a homemaker.

On weekend nights, Ms. Bahman-
pour applies dark eye-liner and red
lipstick and lets her long brown hair
loose. She wriggles into a miniskirt
and high heels before heading to one
of Tehran’s underground parties
held in private homes. DJs spin Eng-

lish and Persian tunes. Bootleg
booze and drugs flow freely.

“Our lifestyle here is a copy of
western lifestyle that we see on tele-
vision and on the Internet,” Ms. Bah-
manpour says, taking a deep drag
from her skinny cigarette at a
trendy North Tehran coffee shop.
Her headscarf is pushed back on her
head, flashing her hair and big
golden loop earrings. “The model
[the regime] has presented us is
stale, old and repressive.”

Ms. Bahmanpour has studied
French in school and hopes to get ac-
cepted at a graduate program in
France. Her parents support her am-
bitions. “You can’t really be who you
want here. You have to always pre-
tend because of all the contrasts be-
tween what the society expects
from you and what you really want,”
she says.

Mostafa Sodoghi, 36
The auditorium of the Islamic En-

cyclopedia Institute, located on the
snow-capped mountain slopes of
Tehran, was packed on a cold Decem-
ber evening. Former President
Khatami was speaking about Ira-
nian politics. A young cleric in the
audience took the microphone to
ask a question.

“My generation did not vote for

the Islamic Republic,” roared Mo-
stafa Sodoghi, his black robe sweep-
ing the floor. “As our fathers, you
were the ones who voted and
brought this regime to power and
now we hold you accountable.”

The packed room of about 1,000
went wild with applause.

“We want real change, we want
to move forward, not backward, just
like the Americans who elected
Obama,” Mr. Sodoghi continued.

Mr. Sodoghi, married with two
young children, hails from a line of
prominent clerics. His grandfather
and namesake, Ayatollah Mostafa
Sodoghi, led the Islamic revolution
in the outlying province of Mazanda-
ran. His father was also a cleric.

Mr. Sodoghi entered a seminary
at Qom, the center of Iran’s religious
thought, when he was a teenager. He
is a prominent researcher for an on-
line database of Islamic texts and
studies. He also teaches and has
written four books and a several arti-
cles arguing Iran is ripe for change.

“The young generation of clerics
trained in the past three decades
thinks very differently from the rul-
ing clerics and that will have a trans-
forming effect in politics and reli-
gion,” he says. He supports Mr. Ah-
madinejad’s opponent Mohammad
Khatami’s bid for the presidency but

wishes the reform movement had a
fresh candidate.

Shadi Sadr, 35
Last year, Shadi Sadr served 17

days in solitary confinement in Teh-
ran’s infamous Evin prison. The law-
yer was arrested at a women’s rights
protest and charged with threaten-
ing to overthrow the regime.

Ms. Sadr says she stayed sane in
jail by volunteering to scrub the pris-
on’s shower and bathroom stalls.
While she cleaned, she reviewed her
clients’ cases. Among them: women
in custody and divorce battles and
female prisoners facing execution
by hanging and stoning.

“Maybe I won’t live to see the re-
sults, maybe it will bear fruit in 100
years,” says Ms. Sadr at her law of-
fice in Tehran.

Ms. Sadr was arrested in the gov-
ernment’s crackdown on the One
Million Signature Campaign, which
aimed to collect one million signa-
tures on a petition to parliament for
rights in marriage, divorce and child
custody issues. She is currently out
on bail and awaiting trial.

Ms. Sadr grew up in a middle-
class family in central Tehran. She
gained recognition as a columnist
on feminist issues during the reform
from 1997 to 2005. When the govern-

ment shut down newspapers, Ms.
Sadr returned to practicing law.

In the fall, she helped mobilize a
campaign to stop legislation that
would allow men to take a second
wife without the first wife’s permis-
sion. Ms. Sadr printed thousands of
postcards, collected signatures and
sent them to lawmakers. She led
1,000 women into parliament to
meet with lawmakers. The proposed
legislation was dropped.

Mahdi Moradani, 22
Almost every morning Mahdi Mo-

radani gets into an argument with
someone on the bus or taxi as he
commutes to work as a shopkeeper.
Sometimes, the fights turn physical.

The arguments are always about
the same thing: someone has criti-
cized the government, the revolu-
tion, and President Ahmadinejad.

“I’m afraid that the regime and Is-
lam’s dignity will be endangered
when I hear such things. I have to
put them in their place,” he says.

Mr. Moradani is a member of the
volunteer plainclothes paramilitary
task force Basij, which operates un-
der Iran’s Revolutionary Guard and
has neighborhood task forces
across the country. Its forces serve
as law enforcement, morality po-
lice, social-service provider, and or-
ganizer of religious ceremonies.

At the shop where he sells Is-
lamic paraphernalia in a mall near
Revolution Square in Tehran, Mr.
Moradani works with his shoes off
because he also prays there. On the
shop walls: framed posters of Ayatol-
lah Ali Khamenei, Hezbollah leader
Hassan Nasrallah and Mr. Ahmadine-
jad. “My heroes,” he says.

When Mr. Moradani was 3 years
old, his father, a Revolutionary
Guard commander, enrolled him in
the Basij youth force. When he was
14, the Basij forces piled Mr. Morad-
ani and 100 other youths into buses
and took them around the dormito-
ries of Tehran University. They were
ordered to beat up the students who
had staged a pro-democracy and an-
tiregime rally, Mr. Moradani says.

“The revolution and Islam need
me. I will give my life in a heartbeat
if the regime asks me. Our society is
now at the verge of sin,” says Mr. Mo-
radani, who avoids making eye con-
tact with women.

Mr. Moradani’s goal is to follow
his father’s footsteps into the Revo-
lutionary Guard. He hopes to find a
devout wife. He broke off an engage-
ment with his first cousin because
she refused to wear the head-to-toe
black chador.

Inside Tehran’s young hearts and minds
The sons and daughters of the revolution stand at a crossroads of Islamic conservatism and a desire for change

ECONOMY & POLITICS

Haris Silajdzic, right, a member of the presidency of Bosnia and Herzegovina, walks
with Slovenian President Danilo Turk during a 2008 ceremony in Sarajevo.

Alma Bahmanpour, left, a student, says that the model the regime presents is stale; Mostafa Sodoghi, center, a cleric, argues
that Iran is ripe for change; Mahdi Moradani, right, a shopkeeper, says that Iranian society “is now at the verge of sin.”
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By Dagmar Aalund

NEW YORK—Haris Silajdzic, a
member of the presidency of Bosnia
and Herzegovina, says increased
U.S. engagement and enforcement of
the principles of the Dayton peace ac-
cord are essential to avoid a repeat
of the conflict of the early 1990s.

The country continues to be di-
vided along ethnic lines, and “benign
neglect” has set in since the 1995 Day-
ton accord, Mr. Silajdzic said in an in-
terview during a visit to New York.
Bosnia faces a problem of interna-
tional “fatigue” in resolving its is-
sues, he added. It is a “potentially de-

stabilizing situation,” he said.
With pressing foreign-policy

problems around the world, leaders
like Mr. Silajdzic are worried that
their issues are being forgotten.

Mr. Silajdzic complained about re-
cent efforts to integrate Serbia into
the European Union, saying it sends a
dangerous message because he
charges that Serbia did not fully pros-
ecute its war criminals.

Ratko Mladic, the Bosnian Serb
general indicted for ordering the mas-
sacre of more than 7,000 Bosnian
Muslim men in Srebrenica in 1995, re-
mains at large. Serbia has, however,
handed over many others to an inter-

national tribunal in The Hague for
trial as war criminals.

The 1995 U.S.-backed Dayton
agreement ended the war in Bosnia
that started in 1992 among the
former Yugoslav republic’s ethnic
Muslims, Serbs and Croats.

The pact was negotiated by Rich-
ard Holbrooke, who is now Presi-
dent Barack Obama’s special repre-
sentative to Afghanistan and Paki-
stan.

Mr. Silajdzic said that Mr. Hol-
brooke’s prominence in the Obama
administration gives him hope that
the U.S. will be more actively en-
gaged in Bosnia’s problems.
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n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
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n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 02/06 USD 34.72 1.7 –48.9 NS
LG Asian Plus AS EQ CYM 02/06 USD 36.96 –2.2 –50.0 –20.5
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By Jeffrey McCracken

Donald Trump is at risk of mak-
ing another appearance in bank-
ruptcy court.

Bondholders to Trump Entertain-
ment Resorts are planning to force
the real-estate mogul’s Atlantic City
casino group into involuntary Chapter
11 bankruptcy early this week, say sev-
eral people familiar with the matter.

The move comes after months of
negotiations between Mr.
Trumpand his casino’s bond-
holders,whohavepushedun-
successfully for the com-
pany to file bankruptcy it-
self, said these people.

Mr. Trump, chairman
and founder of the firm, an-
nounced Friday night in an
email that he will resign
from the board over dis-
agreements with bondhold-
ers’ decisions and actions.
He controls 28% of the
stock, according to a March 21 regu-
latory filing. His daughter, Ivanka
Trump, also resigned from the
board.

Mr. Trump has told bondholders,
including hedge funds like Avenue
Capital Group and Contrarian Capital
Management, that he is stepping
down and intends to sue them, said
two of these people. The two sides
could reach a settlement over the
weekend, said these people, but it
seemed unlikely. Bondholders want
Mr. Trump to let the company file for
bankruptcy and he refuses, said a per-
son familiar with the bondholders’

thinking.
In a statement, Mr. Trump wrote:

“Based on the fact that I am not in-
volved in the management of Trump
Entertainment Resorts and that I
strongly disagree with the bondhold-
ers’ decisions and actions, past and
present, with respect to the company,
and despite the fact that it currently
has the right to use the name Trump
for limited purposes, I have decided to
resign from the Board of Directors.

Moreover, the company has
represented for quite some
time substantially less than
1% of my net worth, and my
investment in it is worthless
to me now. ”

Trump Entertainment
missed a bond payment of
$53 million due earlier this
year saying it needed to con-
serve cash, but bondholders
have given him several waiv-
ers while the sides negoti-
ated about restructuring the

company’s finances. The latest waiver
expires on Tuesday morning and
that is when bondholders intend to
file for an involuntary bankruptcy.

This would be the third visit to
bankruptcy court for Trump Enter-
tainment Resorts, which operates
the Trump Taj Mahal Casino Resort
and Trump Plaza Hotel & Casino on
Atlantic City’s Boardwalk, and the
Trump Marina Hotel Casino in Atlan-
tic City’s Marina District.

Trump Entertainment isn’t part
of Mr. Trump’s hotel real-estate
holdings in New York, Chicago and
elsewhere.
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Saudi Arabia named Muhammad
al-Jasser as central bank governor.

New Saudi central banker named

Trump quits board over
bankruptcy challenge

Proxies assail executive pay
Shareholders seek
compensaton limits
at financial firms
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By Mohammed Aly Sergie

RIYADH—Saudi Arabia named
Muhammad al-Jasser as its new cen-
tral bank governor on Saturday in a
government reshuffle that saw the
appointment of the first woman to a
cabinet-level position in the king-
dom.

Mr. Jasser succeeds Hamad Al
Sayyari, the longest serving central
banker in the Gulf, to head the Saudi
Arabian Monetary Agency, an au-
thority that controls monetary pol-
icy in the kingdom and oversees its
vast foreign assets estimated to be
worth in excess of $500 billion.

“Al-Jasser is an excellent choice
to run the most important central
bank in the region and one of the
most important in the G-20,” said
John Sfakianakis, the chief econo-
mist at SABB, HSBC Holdings PLC’s
Saudi affiliate.

King Abdullah, Saudi Arabia’s
ruler, has decided to introduce new
leadership at SAMA as the kingdom
prepares to adjust to the twin chal-
lenges of lower oil prices and the glo-
bal economic crisis.

Mr. Jasser attended San Diego
State University, according to a pro-

file on the CEO World magazine
Web site. Prior to joining SAMA in
1995 as deputy governor, Mr. Jasser
held a number of positions in the
Saudi Ministry of Finance and the
IMF, according to the Web site.

He didn’t return calls Saturday
seeking comment.

Investors on the Saudi Arabian
stock exchange, Tadawul, were opti-
mistic about the change in manage-

ment at the top of SAMA.
“There is some positive reaction

in the market to the appointment of
the new central-bank governor but
investors will eventually want to see
some real policy changes to sustain
the sentiment,” said Rashid Al Fow-
zan, a Saudi market analyst.

Saudi shares fell 1% to close at
4896.35 on Sunday.

Mr. Jasser will have to contend
with a worsening economic climate
as the kingdom’s oil earnings
shrink. Saudi Arabia, the world’s
largest oil exporter, expects revenue
this year to fall to 410 billion Saudi
riyals ($109.31 billion), from 1.1 tril-
lion riyals expected in 2008.

At the same time as announcing a
new SAMA chief, Noura Al Fayez was
appointed as the deputy education
minister, becoming the first woman
to enter the upper levels of the king-
dom’s government, according to Al
Arabiya television Saturday.

“It’s an excellent step forward
and is part of the ongoing modern-
ization of the country, where
women are included in business and
government,” Mr. Sfakianakis said.

 —Nikhil Lohade in Dubai
contributed to this article.

By Peter Lattman

Aleris International Inc., an alu-
minum producer owned by private-
equity giant TPG, put its North Ameri-
can operations into bankruptcy pro-
tection, blaming lower aluminum
prices and depressed demand from
car makers and home builders.

The move represents a blow for
TPG, which bought the company for
$1.7 billion in December 2006. The
private-equity firm stands to lose
about $800 million on Aleris, which
has about 8,400 employees and ob-
tained financing to continue operat-
ing.

Thursday’s Chapter 11 filing is a
harbinger of deeper misery for pri-
vate-equity firms, which issued more
than $1.5 trillion in debt to fund lever-

aged buyouts since 2003, according
to Dealogic. Many of those buyout-
owned companies now are choking
on the debt, and the recession is start-
ing to push some of them toward fi-
nancial catastrophe.

The investment portfolio at TPG
shows how swaths of the economy
are being hurt by the financial crisis.

Last September, TPG suffered a
$1.35 billion loss on its failed bet on
Washington Mutual Inc. The compa-
ny’s banking operations were seized
by federal regulators and sold to J.P.
Morgan Chase & Co., and the holding
company filed for bankruptcy protec-
tion. TPG also is struggling with its
stakes in retailer Neiman Marcus
Group Inc. and casino operator Har-
rah’s Entertainment Inc. Both compa-
nies are dependent on consumers.

Aleris puts unit into bankruptcy

By Craig Karmin

After going nowhere last year,
shareholder proposals to limit execu-
tive compensation at banks and secu-
rities firms are back with a vengeance.

More than 40 financial firms
have been hit with pay-related pro-
posals, including Bank of America
Corp., Citigroup Inc., J.P. Morgan
Chase & Co. and Morgan Stanley.
Most of the targets are recipients of
government capital from the U.S.’s
Troubled Asset Relief Program.

The total is up from about two
dozen in 2008, according to proxy
advisers RiskMetrics Group Inc.
Some financial companies already
are bracing for defeat on executive-
pay votes, conceding that many in-
vestors are fed up with lousy re-
turns and public-relations blunders
that make it look like Wall Street has
lost touch with reality.

Other financial firms are fight-
ing to keep shareholder proposals

off proxy statements due to flood
mailboxes in March, and some com-
panies are trying to negotiate com-
promises that could avert potential
embarrassment at their next annual
meeting.

“The movement seemed to pla-
teau last year, but the financial cri-
sis has stoked shareholder frustra-
tion on pay issues,” says Stephen
Davis, a senior fellow at Yale Univer-
sity’s Millstein Center for Corporate
Governance and Performance in
New Haven, Conn. “Investors will
take out that frustration on compa-
nies with votes this year.”

Typical of this year’s turn-up-the-
heat strategy is the United Brother-
hood of Carpenters, which has sub-
mitted shareholder proposals to 21
TARP recipients. The 650,000-mem-
ber union wants to limit bonuses
and severance pay for senior execu-
tives to no more than the executive’s
annual salary. In addition, execu-
tives would be required to hold at
least 75% of shares obtained from
vested stock options for the full
term of their employment.

Proposals requiring an annual ad-
visory shareholder vote on executive
compensation at Bank of America,
Bank of New York Mellon Corp. and

Goldman Sachs Group Inc. in 2008
each received support from investors
representing at least 45% of the
shares.

Since then, the tide has turned
against financial institutions. Presi-
dent Barack Obama has said he sup-
ports “say-on-pay” measures that
would authorize an annual share-
holder vote on executive compensa-
tion. A congressional committee bom-
barded bank CEOs on Wednesday
over their pay, perks and culpability
for the U.S.’s financial crisis.

Emboldened by the shifting winds,
the American Federation of State,
Countyand Municipal Employees Pen-
sion Plan has submitted shareholder
proposals at Charles Schwab Corp.,
E*Trade Financial Corp. and J.P. Mor-
gan that would curb or eliminate bo-
nuses based on short-term perform-
ance. Richard Ferlauto, director of
corporate governance at AFSCME,
says “Executives should feel the pain
for wrong decisions.”

Some of the targeted companies
say the reasons why such proposals
are a bad idea are as strong as ever.
Companies contend that current pay
structures are necessary to attract
and retain talent, despite job losses
on Wall Street.
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Obama to put new focus
on U.S.’s widening deficit

By Deborah Solomon

And Robin Sidel

The Obama administration this
week will announce a “good, solid”
plan with the goal of stemming mort-
gage foreclosures and putting a
floor under falling real-estate
prices, a senior White House aide
said Sunday.

Speaking on “Fox News Sunday,”
senior adviser David Axelrod said
the plan that President Barack
Obama plans to announce Wednes-
day will aim to provide immediate
help to homeowners who are “right
on the edge” of foreclosure, and ulti-
mately help in “raising home values
that have been plummeting.”

Mr. Obama plans to unveil his
housing plan during a visit to Phoe-
nix. As part of his swing through
western states, he is set to stop in
Denver on Tuesday, when he will
sign the $787 billion economic-stim-
ulus plan passed by Congress.

Mr. Axelrod provided few details
of the housing plan, but said a govern-
ment investment of $50 billion to
$100 billion to fund foreclosure pre-
vention “is obviously a necessary
part.” He promised that the plan
would contain “a lot of aspects.”

The Treasury Department has
been mulling as many as 10 ideas to
help deal with the housing crisis.

Economists and government offi-
cials say the country’s economic
woes can’t be fixed until the down-
ward spiral of foreclosures and fall-
ing home prices come to an end. De-
vising a plan that helps without re-
warding banks for making bad loans
or costing too much has proven hard
for both the Bush and Obama Trea-
sury Department.

One contender would reduce
Americans’ home-mortgage pay-
ments, people familiar with the Trea-
sury discussions said, possibly
through a cut in the interest rate, the
costs of which would be shared by the

government and mortgage servicers.
As part of a new national standard for
modifying loans, government offi-
cials would make such a plan avail-
able to people who are still current
with their payments but in danger of
defaulting.

At present, government-backed
mortgage companies Fannie Mae
and Freddie Mac are focused on
modifying loans for people who are
already 90 days or more behind.

The Fannie and Freddie loan-
modification program currently
calls for holding monthly housing-
related payments to 38% of pretax in-
come. The new formula is likely to
be as low as about 31%, according to
some people taking part in the pol-
icy making.

Other ideas to ease the housing
crunch include the potential move
to help underwater homeowners—
who owe more than their houses are
now worth—to refinance. Cur-
rently, that’s too risky for lenders to
do, which means homeowners
across the country often can’t take
advantage of lower mortgage rates.

In addition, the administration is
expected to endorse a plan to allow
judges to modify mortgages during
bankruptcy proceedings in some cir-

cumstances, a move long opposed
by the mortgage industry. And it
could also push legislation that
would remove some contractual ob-
stacles that hinder mortgage servic-
ers from modifying troubled loans.

Pending any announcement, the
country’s three largest mortgage
lenders are putting a temporary halt
on foreclosures. The move comes
days after their top executives were
grilled in Washington about what
they are doing to help homeowners.

Bank of America Corp., J.P. Mor-
gan Chase & Co. and Citigroup Inc.
said they have stopped the clock on
foreclosures for the next few weeks.
The moratoriums are aimed at
owner-occupied residences.

It’s unclear how many people
will be helped by the move. The
banks declined to comment on how
many customers are in the foreclo-
sure process.

Citigroup, which already has a
foreclosure moratorium in place,
said its new program goes further
by eliminating some restrictions
that were in the original program.
 —James R. Hagerty and

John D. McKinnon contributed
to this article.

Obama to unveil housing aid
Program will aim
to stem foreclosures,
stabilize home prices

Taliban strike peace deal in Pakistan
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U.S. President Barack Obama plans to announce a plan to provide immediate help
to homeowners who are on the verge of foreclosure, a senior adviser said Sunday.

The Taliban announced Sunday a
10-day cease-fire in the northwest-
ern Swat Valley after Pakistani au-
thorities agreed to impose Islamic
law in the region, where militants
have made major gains against gov-
ernment forces in recent months.

News of the peace deal came a
day after a missile strike by a U.S.
drone aircraft killed at least 27 peo-
ple near the Afghan border. The
dead include Taliban and al Qaeda
militants—several of them Arabs
and Uzbeks, officials said.

The missiles hit three com-
pounds in the South Waziristan
tribal region, including one where
the leader of the Pakistani Taliban,
Baitullah Mehsud, meets with lieu-
tenants and other militants fighting
government forces in the tribal ar-
eas and the Swat Valley, said Paki-
stani intelligence officials.

The officials said Mr. Mehsud, ac-
cused of orchestrating the December
2007 assassination of former Prime
Minister Benazir Bhutto, wasn’t be-

lieved to be among the dead.
The U.S. air strikes have

prompted angry denunciations from
Pakistan’s leaders, who say they fuel
extremism and anti-American senti-
ment. There didn’t appear to be any
connection between the latest mis-
sile strike and Sunday’s peace deal,
ieffectively n which the government
yielded to a major Taliban demand.

The decision by officials in the
North West Frontier Province to en-
act Islamic law, known as Shariah,
came after peace talks with Sufi Mo-
hammed, a Taliban spiritual leader,
said Iftikhar Hussain, a spokesman
for the provincial government. He
said the deal would be formally an-
nounced Monday.

“In view of these developments,
we announce a unilateral cease-fire
for 10 days, but we reserve the right
to retaliate if we are fired upon,” Tal-
iban spokesman Muslim Khan said,
according to the Associated Press.
Past peace deals with the Taliban
have repeatedly failed, including
one last year in Swat that collapsed
after a few weeks because the mili-
tants refused to disarm and kept at-
tacking government forces. All the
accords have faced heavy U.S. criti-

cism and also have raised concerns
among some Pakistani officials that
they give the Taliban time to re-
group and rearm.

Even if the latest pact ends fight-
ing in Swat, the official imposition
of Shariah likely will change little
for most people in the valley. The
Taliban already holds sway over
much of the region and has imposed
Islamic law in the areas in controls.
It has begun reshaping life, shutter-
ing or destroying schools for girls,
forcing woman to cover themselves
when outside the home, and closing
movies theaters and CD stores.

There was no immediate word on
the cease-fire from federal officials
or the military. But the move ap-
peared to be a setback for the shaky
civilian government of President
Asif Ali Zardari, which had said it
was opposed to creating parallel le-
gal systems.

Hours before the deal was an-
nounced, the Taliban freed a Chi-
nese engineer in what they said was
a good-faith gesture. The hostage,
Long Xiaowei, was set free days be-
fore Mr. Zardari was to leave for a
visit to China, one of Pakistan’s
strongest allies.

By Zahid Hussain in Islamabad
and Matthew Rosenberg in New
Delhi
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By Jonathan Weisman

With a $787 billion stimulus pack-
age in hand, U.S. President Barack
Obama will pivot quickly to address
a budget deficit that could now ap-
proach $2 trillion this year.

He has scheduled a “fiscal-re-
sponsibility summit” on Feb. 23 and
will unveil a budget blueprint three
days later, crafted to put pressure
on politicians to address the coun-
try’s surging long-term debt crisis.

Speaking Friday to business lead-
ers at the White House, the presi-
dent defended the surge of spending
in the stimulus plan, but he added:
“It’s important for us to think in the
midterm and long term. And over
that midterm and long term, we’re
going to have to have fiscal disci-
pline. We are not going to be able to
perpetually finance the levels of
debt that the federal government is
currently carrying.”

Along those lines, White House
budget director Peter R. Orszag has
committed to instituting tougher
budget-discipline rules—once the
economy turns around. Those in-
clude a mandate that any “nonemer-
gency” spending increases be offset
by equal spending cuts or tax in-
creases.

Officials say the budget blue-
print to be released this month will
also attempt to make public the full
extent of the dire fiscal situation, by
not repeating some of the account-
ing used in crafting President
George W. Bush’s budgets. Recent
budget blueprints excluded from
deficit projections the long-term
costs of wars in Iraq and Afghani-
stan. Those budgets also didn’t in-
clude the cost of preventing the al-
ternative minimum tax—instituted
in 1969 to ensure the rich didn’t es-
cape taxation—from hitting the mid-
dle class.

Officials are examining whether
to include those costs. The budget
will project out 10 years, not the five-
year forecast instituted by Mr. Bush.
And with the stimulus cost, the fis-
cal 2009 deficit in the document is
likely to exceed the $1.2 trillion fore-
cast by the Congressional Budget Of-
fice last month.

Obama aides say they aren’t look-
ing for quick action, but a start to
the conversation. “We’re going to
bring some things to the table, but
we’re going to listen to everybody
else,” Christina Romer, chairman of
the White House Council of Eco-
nomic Advisers, said in an interview
Friday. “It’s a giant issue, and it’s not
one we can solve unilaterally.”

The president met with 44 fis-
cally conservative “Blue Dog” Demo-
crats recently and gave a nod to leg-
islation that would set up commis-

sions to deal with long-term deficit
strains. The commissions would
then present plans to Congress for
an up-or-down vote.

“We feel like we’ve found a part-
ner in the White House,” said Rep.
Charlie Melancon (D., La.), a Blue
Dog co-chairman. He voted in favor
of the stimulus package Friday—
though six Blue Dogs broke with Mr.
Obama and voted against it on defi-
cit concerns.

For Mr. Obama, the national debt
has become a pressing dilemma. If
he transitions too quickly from prim-
ing the economy with money to pull-
ing back for the sake of fiscal recti-
tude, the president risks choking off
whatever economic recovery he
might spark in the next year. Ms.
Romer points to the seesaw nature
of the New Deal, when President
Franklin D. Roosevelt would spend
big one year and then back away the
next, never allowing the economy re-
ally to get traction.

But if the administration waits
too long to address the deficit, long-
term interest rates may have to rise
to attract buyers for all those Trea-
sury bonds. That, too, could send
the economy back into recession.

White House economic aides
think they have room to maneuver.
Demand for Treasury bonds will re-
main strong for the next two to
three years, a senior administration
official said. But the White House
also considers it imperative to sig-
nal how serious Mr. Obama is about
a debt that could soar toward levels
experienced by Japan, whose na-
tional debt equals the size of the
country’s economy. At just over 40%
of gross domestic product, the U.S.
debt is the country’s highest in a de-
cade.

That is manageable, administra-
tion economists say, but needs to be
stabilized.

“We have room between 40 and
100 [percent] before you have trou-
ble, but you don’t want to hit the
high end of that range. It’s just not
what responsible countries do,” the
administration official said.

Projections for the 2009 deficit
range from Goldman Sachs’s $1.43
trillion to $1.9 trillion from eco-
nomic firm Strategas Research Part-
ners. At 13.5% of GDP, a $1.9 trillion
shortfall would more than double
the peacetime record during Ronald
Reagan’s presidency, and approach
the mark set in 1942 as the U.S.
joined World War II.

Strategas economists say their
estimate is conservative, omitting
an expected boost in domestic
spending in a massive budget bill
Congress is turning to, or another
emergency war-spending bill ex-
pected within weeks.
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Shanghai continues gains,
aided by economic outlook
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Chinese stocks rose Friday, lift-
ing the benchmark index to a five-
and-a-half-month closing high and
adding to the luster of Shanghai as
the world’s best-performing market

this year.
Investors were

heartened by data
released earlier in
the week showing

that the economy is awash in liquid-
ity as government efforts to stimu-
late lending were taking effect.

The Shanghai Composite Index
jumped 3.2% to 2320.79, also help-
ing the Hang Seng China Enter-
prises Index advance 2.7% to
7568.73 in Hong Kong. The Hang
Seng Index gained 2.5% to 13554.67.

Insurers rose sharply in Shang-
hai, with China Life Insurance up
6.8%. Other gainers included Si-
chuan Changhong Electric and SVA
Electron, both up 10%.

In Hong Kong, China Mobile rose
2.9%, Aluminum Corp. of China
gained 3.3% and China Resources
Enterprise climbed 4.5%.

HSBC gained 4.3% but Bank of
East Asia fell 1.1% on concerns about

last year’s earnings, which it reports
this week.

Asian markets were higher over-
all, with Japanese shares advancing
as a weakened yen boosted export-
ers. The Nikkei Stock Average of 225
companies rose 1% to 7779.40.

In Tokyo, Pioneer fell 20% after
warning about a net loss for the cur-
rent fiscal year.

A 9% gain in Australia & New
Zealand Banking Group helped Aus-
tralian financial stocks, with the
S&P/ASX 200 rising 1.3% to 3559.10.

In Sydney, banks gained on
ANZ’s surge, which came after it
said it had no plans to raise capital.
Westpac Banking added 1.8%, Com-
monwealth Bank of Australia rose
1.5% and Macquarie Group gained
2.9%.

India’s Sensitive Index, or
Sensex, finished up 1.8% at 9634.74
as anticipation of a cut in interest
rates boosted the financial sector.
ICICI Bank rose 3.1%, State Bank of
India climbed 3% and HDFC Bank
gained 1.5%.

 —V. Phani Kumar, Rosalind
Mathieson and Chris Oliver

contributed to this article.

Japan’s big insurers take hit
Top 5 nonlife players
see profits tumble
on securities losses

Pioneer’s shares tumble by 20%
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By Atsuko Fukase

TOKYO—Japan’s top-five non-
life insurers Friday posted dismal
results in the April-December pe-
riod due to securities losses total-
ing about $4.4 billion, revealing
the extent of damage suffered
from the economic downturn and
highlighting how the stock-mar-
ket slump has spread to domestic
financial institutions.

Tokio Marine Holdings Inc., Ja-
pan’s largest nonlife insurer by
revenue, said its net profit for its
first three fiscal quarters plunged
97% to 4.64 billion yen ($51.1 mil-
lion) from 133.46 billion yen a year
earlier.

Its net insurance premiums
dropped 1.3% to 1.666 trillion yen
from 1.687 trillion yen, dragged
down primarily by a decline in its
mainline automotive-insurance
business.

The company slashed its group
net-profit outlook for its full year
ending in March to five billion yen
from 42 billion yen after review-
ing valuation losses on securities
holdings.

For the nine-month period
ended Dec. 31, Tokio Marine
booked losses on securities of
155.1 billion yen.

The weak results highlight how

market weakness and a deteriorat-
ing economy have derailed profits
across a broad range of Japanese
financial institutions, which are
considered to have been relatively
unscathed by the subprime-loan-
induced crisis. Japan’s major
banks have already reported poor
earnings due to losses on equity
holdings and inflated bad loans.

For nonlife insurers, the slow-
down in the automobile industry
also has affected earnings. The au-
tomotive-insurance business ac-
counts for about 40%-50% of all in-
surance revenue, but poor auto
sales have led to a drop in net insur-
ance premiums.

Japan’s second-largest nonlife
insurer, Mitsui Sumitomo Insur-
ance Group Holdings Inc., re-
ported a 75% decline in net profit
to 12.07 billion yen, compared

with 47.76 billion yen generated by
its unit Mitsui Sumitomo Insur-
ance Co. a year earlier. Mitsui Sum-
itomo became a holding company
on April 1, 2008.

No. 3 nonlife-insurance firm
Sompo Japan Insurance Inc.
swung into the red in the nine-
month period, blaming valuation
losses on securities totaling 82.4
billion yen.

Sompo posted a group net loss
of 594 million yen in the period,
compared with a year-earlier net
profit of 51.45 billion yen.

Fourth-ranked Aioi Insurance
Co. posted a 51% decline in net
profit, while fifth-ranked Nippon-
koa Insurance Co. reported a 4.7%
drop.

As the recession squashes key
business areas such as auto and
housing insurance, adding to the
perennial problem of a shrinking
population, Japan’s nonlife insur-
ance sector may see further consol-
idation.

Last month, Mitsui Sumitomo,
Aioi and Nissay Dowa General In-
surance Co. unveiled a merger
plan targeting an April 2010 com-
pletion. If followed through, the
trio will create a giant nonlife in-
surer with upwards of $30 billion
in premium revenue, making it the
biggest player in Japan ahead of
Tokio Marine and among the larg-
est in the world.

Japanese nonlife insurers only
disclose year-to-year earnings
comparisons for the first fiscal
half and the full fiscal year. They
release their earnings based on
Japanese accounting standards.

By Yuzo Yamaguchi

TOKYO—Pioneer Corp. lost a
fifth of its market value as plans to
abandon unprofitable TV opera-
tions and focus on auto electronics
triggered mass selling by inves-
tors.

Shares in the Japanese electron-
ics company dropped 20% Friday
on the Tokyo Stock Exchange to
142 yen ($1.56). The benchmark Ni-
kkei index rose 1%.

Analysts such as Nikko Citi-
group and UBS cut their ratings on
the company’s stock to “sell,” un-
convinced by Pioneer’s long-
awaited restructuring plan.

“Pioneer did not provide a clear
roadmap to revival,” Goldman
Sachs wrote in a note.

The company said Thursday it
expects a loss of nearly $1.5 billion
in the fiscal year through March
and will cut 10,000 jobs in a re-
structuring plan.

Pioneer said it expects to re-
main in the red in the next fiscal
year as it soaks up costs associ-
ated with the restructuring. Man-
agement said Thursday it is still as-

sessing exactly how much the re-
structuring will cost.

Analysts pointed out that the
auto industry, identified by Pio-
neer as its new business focus, is
experiencing troubles of its own.
“The car-electronics business will
experience severe conditions
given the deteriorating auto indus-
try,” said Osamu Hirose, an ana-
lyst at Tokai Tokyo Research Cen-
ter Co.

Some said that even though
questions remain about the compa-
ny’s strategy, the overall restruc-
turing package in itself is large:
With 6,000 permanent jobs going,
Pioneer will be shedding 16% of its
global full-time work force as it
closes nearly a third of its produc-
tion facilities.

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.

*Forecast
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Pioneer said it
expects to remain in
the red in the next
fiscal year.
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By Margaret Coker

DUBAI—Amid the movers and
shakers of this glittering city,
Shahram Abdullah Zadeh cut a wide
swathe. He cruised around town in a
white Bentley and dined with roy-
alty as his company developed one
of the emirate’s premier office com-
plexes.

But last February, a phone call
from Dubai’s state security effec-
tively ended it all.

Hauled in and locked up for 60
days, Mr. Zadeh says he was interro-
gated about his role in Dubai’s free-
wheeling real-estate sector and his
business relationship with the
brother-in-law of Dubai’s ruler,
Sheikh Mohammed bin Rashid Al
Maktoum. When released, Mr. Za-
deh says he had been frozen out of
the real-estate company he had
helped start.

Mr. Zadeh’s experience, com-
piled though court and company
documents, offers a rare window
into the murky business world that
helped transform this city
from an empty coastline
into a metropolis. It also
may offer a cautionary tale
for investors lured to the
city, which bills itself as the
modern face of a new Mid-
dle East. Dubai is one of
seven semiautonomous
emirates that make up the
United Arab Emirates.

The U.S. government
and human-rights groups
have long criticized the judi-
cial system in the U.A.E. for
a lack of independence and
oversight. In the good times, inves-
tors didn’t fret much about these
shortcomings. Now, some of the
same deals that helped build Dubai
are coming undone—in particular, a
tradition of off-the-book business
partnerships between Emirati citi-
zens and elite expatriates like Mr. Za-
deh, who was born in Iran.

Mr. Zadeh claims his detention
came after a business dispute with
his partner at Al Fajer Properties,
Sheikh Hasher bin Juma’a Al Mak-
toum and his son, Sheikh Maktoum
bin Hasher al Maktoum. Both men
are members of the extended family
of Dubai’s ruler, Sheikh Mohammed
bin Rashid Al Maktoum. Mr. Zadeh
alleges the two men took control of
the firm while he was in custody, ac-
cording to a lawsuit he filed with
Dubai’s public prosecution office
last year.

Mr. Zadeh hasn’t been charged
with a crime. But for the past year,
authorities have held onto his pass-
port, making it impossible for him
to travel or find work.

“I used to believe in the miracle
of Dubai. But now I see it all as a mi-
rage,” said Mr. Zadeh, 37 years old.
Sheikh Hasher denies any wrongdo-
ing. He says that he wasn’t responsi-
ble for Mr. Zadeh’s jailing and that
he removed him from the company
because Dubai authorities said he
had offered bribes, an allegation Mr.
Zadeh denies.

“I don’t need to defend my repu-
tation. He does,” Sheikh Hasher said
in a telephone interview. “This man
is crazy. He is a crook with a sweet
tongue.”

Some of Mr. Zadeh’s claims are
impossible to verify independently.
His only copy of the real-estate part-

nership agreement is missing, and
official company documents show
Sheikh Hasher as sole owner.
Dubai’s security services, the public
prosecutors’ office and the Dubai
ruler’s court all either declined to
comment or didn’t respond to re-
peated requests for comment.

Last fall, the Emirates’ Human
Rights Association, a government

body, wrote to authorities
asking for an explanation
about why Mr. Zadeh’s
passport was being held.
The group didn’t receive
any response, according to
his lawyers.

Mr. Zadeh grew up in
Dubai, attending school
with the children of some
ofthe city’s top families. He
managed his family’s hotel
and retail holdings and de-
cided to go into business
himself in 2000. Real-es-
tate development was off

limits to foreigners, even longtime
residents like himself. So, he turned
to a common practice—a silent part-
nership with a U.A.E. citizen.

Typically, such partnerships in-
volve an Emirati acquiring a busi-
ness license and then granting his
foreign partner management con-
trol. The foreigner either pays an an-
nual fee to the Emirati or the two
share profits.

In 2004, an old friend of Mr. Za-
deh’s father brokered an introduc-
tion with Sheikh Hasher. The sheikh
owns Al Fajer Enterprises, a con-
glomerate that includes a large con-
struction and contracting arm.

In affidavits filed with Dubai’s
prosecution office, Mr. Zadeh con-
tends that he and Sheikh Hasher ver-
bally agreed to a partnership, sign-
ing a contract on Feb. 1, 2006. The
partnership, Mr. Zadeh says, estab-
lished the two men as co-owners of
Al Fajer Properties. The men would
split profits equally and would in-
vest equal amounts of capital. The
contract named Mr. Zadeh as chief
executive.

Mr. Zadeh provided $335,000 in
start-up capital, and he invested an
additional approximately $30 mil-
lion in the company, according to
bank documents reviewed by The
Wall Street Journal. Mr. Zadeh’s affi-
davits contend Sheikh Hasher didn’t
contribute any capital. Sheikh
Hasher denies the equity partner-
ship ever existed.

Business took off quickly. One of
Al Fajer’s biggest projects was a
planned $750 million development
of five office towers, set just inland
from Dubai’s man-made, palm-tree-
shaped island. Mr. Zadeh bought
three of the five plots for the

40-story towers with his own
money, according to financial docu-
ments. With investors lined up for
units, he then awarded $215 million
of contracts to the construction arm
of Sheikh Hasher’s Al Fajer Enter-
prises, according to company docu-
ments.

But by late 2007, the contractors
were behind schedule, according to
company documents and former em-
ployees. Al Fajer Properties was fac-
ing fines for the delays, and buyers
were starting to complain. Sheikh
Hasher wanted payments to con-
tinue to his companies, but Mr. Za-
deh claims he said no. The sheikh
complained in a series of text mes-
sages that unless Mr. Zadeh re-
leased more cash, his contracting
companies would go bankrupt.

On Feb. 21, 2008, Mr. Zadeh says,
he received an unusual phone call
from State Security, asking him to
come in that evening for a talk.
When he arrived, he says police
blindfolded him, put him into a
sport-utility vehicle and drove him
to a detention center. In the eight
weeks he was jailed, Mr. Zadeh says
he was never accused of a specific
crime or shown an arrest warrant.
Instead, he says, he was interro-
gated about his personal life and Al
Fajer’s operations, and gave his in-
terrogators the combination to the
company’s safe after they asked for
it. “They told me that if I did not co-
operate that they would ruin me,”
Mr. Zadeh said.

Mr. Zadeh contends the only
copy of his partnership agreement
with Sheikh Hasher was in the safe.
Former employees of Al Fajer say
the company safe was emptied
while Mr. Zadeh was jailed.

On March 6, Sheikh Hasher’s son,
Sheikh Maktoum, was named the
new chief executive of Al Fajer Prop-
erties. Sheikh Hasher hired interna-
tional accountants to audit Al Fa-
jer’s books, according to former em-
ployees. He then presented the find-
ings to employees and select clients,
accusing Mr. Zadeh of embezzling
funds. Phone calls and emails sent to
lawyers and accountants of Al Fajer
Properties weren’t returned.

Sheikh Hasher says Mr. Zadeh
stole money from him, but didn’t
provide evidence, or the audit, to
back his claim. Mr. Zadeh denies it.

Prosecutors refused to investi-
gate the case, citing an order from
Dubai’s attorney general, who is ap-
pointed by the ruler. In November,
Mr. Zadeh tried one last option. He
approached the ruler’s diwan, or
court administration, and asked for
mediation from Sheikh Mohammed
himself.

So far, there has been no reply.

For Israel’s Livni, joining
rivals would hurt support

Tzipi Livni, Israel’s foreign minister and leader of the Kadima Party, waves during
election night last week as she eked out a narrow victory.

In Dubai, a deal goes sour
Real-estate mogul
is held for 60 days,
kept from traveling

Shahram Abdullah Zadeh’s planned $750 million development with Al Fajer
Properties in Dubai, shown in an artist’s rendering.

Shahram
Abdullah Zadeh
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By Brenda Cronin

NEW YORK—U.S. Secretary of
State Hillary Clinton mapped out an
ambitious foreign-policy objective
for President Barack Obama’s admin-
istration, pledging aid to North Ko-
rea if Pyongyang agrees to abandon
its nuclear program.

“If North Korea is genuinely pre-
pared to completely and verifiably
eliminate their nuclear-weapons pro-
gram, the Obama administration will
be willing to normalize bilateral rela-
tions and replace the peninsula’s long-
standing armistice agreement with a
permanent peace treaty,” Mrs. Clin-
ton said, in her first major foreign-
policy address as secretary of state.

Mrs. Clinton spoke on the eve of

her first trip abroad, to Asia. She was
due to leave Washington Sunday.

She will visit Japan, followedby In-
donesia, South Korea and China. The
economic crisis, climate change and
human rights will be on the agenda,
she said. In China, she will pursue a
goal of a world “where Tibetans and
all Chinese people can enjoy religious
freedom without fear of prosecution.”

Mrs. Clinton reserved her most
pointed remarks for North Korea.
She emphasized the new administra-
tion is committed to continuing six-
party talks with Pyongyang. The dis-
cussionscollective negotiations—
withby the U.S., China, Japan, Rus-
sia and South Korea—aim to per-
suade North Korea to give up its pur-
suit of nuclear weapons in exchange
for financial and other assistance.

Clinton offers North Korea path
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By Charles Levinson

JERUSALEM—Foreign Minister
Tzipi Livni’s chances of forming Isra-
el’s next government look slim, de-
spite a razor-thin victory in last
Tuesday’s parliamentary elections.

But her showing—a stunning
comeback from single-digit poll
numbers just a few months ago—
means she could be a force in Israeli
politics, perhaps for years to come,
observers say.

Ms. Livni owes her upset largely
to support from voters on Israel’s left,
who support a two-state peace deal
with the Palestinians. Despite her
strong conservative resume, many
threw their support behind Ms. Liv-
ni’s Kadima Party at the last minute,
passing her the “pro-peace” mantle
from the country’s once-dominant La-
bor Party, which finished fourth.

However, the election also re-
vealed strong gains for Israel’s right-
leaning parties. Now, as they wheel
and deal in efforts to find coalition
partners, Ms. Livni faces difficult
choices that could profoundly affect
her political future.

The Kadima party’s 28 seats in
parliament barely edged out Ben-
jamin Netanyahu’s Likud party,
which won 27. Both Mr. Netanyahu
and Ms. Livni are courting other par-
ties in the hopes of cobbling to-
gether 61 seats for a ruling coalition—
including the party of Avigdor Lie-
berman, who captured third place in
the race with a nationalist platform.

On Thursday, Livni told party ac-
tivists that the Kadima party “has
gained the public’s trust and should
form the next coalition in order to
promote its agenda,” according to

the Israeli press.
But the election gains by right-

leaning parties, a more natural fit
with Mr. Netanyahu, makes it un-
likely Ms. Livni will succeed, as
many in her own party have acknowl-
edged. Ms. Livni met with Mr. Lieber-
man the day after the race, but even
in the unlikely event that Mr. Lieber-
man chose to support Ms. Livni, it’s
still hard to see how she can stitch to-
gether a 61-seat ruling coalition, po-
litical analysts say.

That leaves her at a political
crossroads: Join a government led
by Mr. Netanyahu, something he is
actively seeking in order to give him
a more stable broad-based govern-
ment; or lead the opposition.

“Joining Netanyahu means she
loses the left which gave her vic-
tory,” says Nachman Shai, who cam-
paigned alongside Ms. Livni and
won a seat in parliament on her
Kadima party slate. “But it also
means a position in the government
and a chance to lead Israel in the di-
rection you want.”

Her own party appears divided
on the question. Many senior mem-
bers of Kadima are former members
of Likud, like Ms. Livni herself. They
remain ideologically closer to Mr.
Netanyahu than they do to the coun-
try’s left. Senior Kadima party minis-
ters such as Zeev Boim, who are
loath to cede power by retreating
into opposition, are publicly urging
her to join Mr. Netanyahu’s coalition.

But traditional Labor voters
flocked to Ms. Livni. Now many are
looking to her to follow through on
the promise implicit in her campaign
slogan, “Tzipi or Bibi,” and stand
against Mr. Netanyahu, not buttress
his government by joining it.
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Financial-data providers
face a 2009 revenue dip

Tech deals seem possible
Cash appears ready
for distressed firms,
strategic purchases

www.efinancialnews.com

By Liam Vaughan

While much of the investment-
banking community looks on the cur-
rent crisis with a mixture of horror
and bemusement, technology bank-
ers have been here before.

When the dot-com bubble burst
at the beginning of the decade, hun-
dreds of technology companies
folded and the flow of deals dried
up. Those hard times seem to have
returned, but bankers in the sector
suggest the prognosis for technol-
ogy is better than for other sectors,
largely because tech companies
learned some valuable lessons from
the first crash.

The technology sector still
hasn’t recovered from the crash of
2000. According to a recent UBS re-
search report, companies in the tech-
nology sector make up about 10% of
global market capitalization com-
pared with 25% in late 2000.

In mergers and acquisitions, glo-
bal volumes fell by 86% from $488.2
billion in 2000 to $66.9 billion in
2002, according to data provider
Thomson Reuters. By 2007, when
global M&A volumes across sectors
were at record levels, volumes in

technology still hadn’t reached half
of 2000’s levels. In Europe, the drop
was equally palpable—from $118.7
billion in 2000 to $17 billion in 2002
and back up to $91 billion by 2007.

The start of this year has been
gloomy. Globally, the total value of
announced technology deals so far
this year stands at $3.2 billion. In Eu-
rope the figure is $1.1 billion.

At the same time, the tech sector
became conservative after the dot-
com crash, which stands it in good
stead now. Many have enough cash
on their books to make acquisitions,
although bankers expect it will be a
few months before they use it.

Christian Lucas, co-head of tech-
nology group at Morgan Stanley,
said: “The tech industry remembers
from the 2001-2003 downturn that
high growth is neither continuous
nor permanent. Companies that sur-
vived through the bursting of the
bubble and haven’t been the subject
of a buyout or transformational
merger have experienced good
growth and are typically in a solid
position...”

Several highly capitalized global
tech companies exercised disci-
pline in the fallout from the last
downturn and now have the bal-
ance sheet to undertake large deals.
Microsoft Corp., Google Inc. and In-
tel Corp. all have more than $10 bil-
lion of cash on their books. Cisco
Systems Inc. and Apple Inc. have
more than $20 billion.

“While it won’t be a great year
for technology M&A, it won’t be the
disaster that some are predicting ei-
ther,” said Jean Tardy-Joubert, re-
cently hired by California-based
banking and advisory boutqiue Qat-
alyst Group to run its European
business. “The marginal cost to
manufacture double the amount of
microchips or write twice as much
software code, for example, is not
too great and this will promote
deals.”

Bankers anticipate two types of
deal in the coming months: dis-
tressed M&A, particularly in semi-
conductors and communications
equipment; and strategic acquisi-
tions of software, information-tech-
nology services and Internet compa-
nies.

“On the one hand there are a few
global leaders, companies whose
business models are very robust,
who know they can weather the
storm and will look at current mar-
ket conditions as an opportunity to
acquire targeted assets,” Morgan
Stanley’s Mr. Lucas said. “At the
other end of the spectrum, there are
companies who need to materially
restructure and/or merge in order
to make it through this new down-
turn.”

Semiconductor makers, in partic-
ular, are facing capital constraints
combinedwithfallingdemand. InDe-
cember, STMicroelectronics NV,Eu-
rope’s biggest chip maker, cut its

fourth-quarter revenue forecast,
and Taiwanese companies Ad-
vanced Semiconductor Engineer-
ing Inc. and Taiwan Semiconductor
ManufacturingCo.slashedtheir out-
looks for the fourth quarter.

The only sizeable European
transaction this year, U.K. software
company Autonomy Corp. PLC’s
$600 million acquisition of
U.S.-based peer Interwoven Inc., is
evidence of the second trend, with a
well-capitalized software business
taking advantage of depressed asset
valuations to make a strategic buy.

Last year’s $4.4 billion acquisi-
tion by U.K.-based publisher Reed
Elsevier PLC of U.S. internet and
software business ChoicePoint dem-
onstrates the desire for media com-
panies to diversify by acquiring tech-
nology companies. “M&A volumes

in the technology sector will be
down like in most other sectors, and
the value of deals will be lower in
part due to the market caps of the
companies falling, but we will see a
significant number of cash-rich tech-
nology leaders who will look to take
advantage of this to get deals done,”
said Markus Boser, head of Euro-
pean technology investment bank-
ing at J.P. Morgan.

Lessons learned?
Some bankers think the conservatism that tech companies adopted 
after the dot-com crash will allow them to unfreeze the European
tech M&A market in a few months.

Total value of announced deals,
in billions of dollars

Number of deals

Source: Thomson Reuters
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By Luke Jeffs

Providers of financial informa-
tion are facing a significant drop in
revenue as the financial crisis pun-
ishes their clients.

Global spending by the securi-
ties industry on data, largely
through leasing desktop terminals,
is forecast to shrink by about 3%, or
$700 million this year, according to
a report to be published this week
by data specialist Burton-Taylor In-
ternational Consulting. Thomson
Reuters and Bloomberg, which be-
tween them share half of the U.S.
market and two thirds of the busi-
ness in Europe, will bear the brunt
of the cuts. Terminals are mostly
leased by banks and fund managers,
who have been cutting back on costs
and laying off staff who use the ter-
minals.

The slump comes after a period
of steady growth over recent years.
Last year, data vendors’ revenues
were flat on the previous term but
turnover was growing at 5% for the
three years before that. This year’s
drop will be most pronounced in the
Americas, where budgets could be
cut by as much as 5% from data
spending of $10.6 billion last year. In
Europe, spending is forecast to fall
by up to 2%, but it will rise in Asia by
between 3% and 5%.

“Thomson Reuters and
Bloomberg account for over half the
financial information spend in the
Americas, but can be expected to ab-
sorb more than their share of the rev-
enue hit because lower priced and
specialist data players may find it
easier to defend their desktop

space,” said Douglas Taylor, the
managing director of Burton-Tay-
lor. “The result for the ‘Big Two’
could be as much as an 8% to 10%
drop in their revenue from the re-
gion.”

Last year Thomson Reuters,
which has 32% market share in the
Americas, compared with
Bloomberg’s 22%, generated $3.4 bil-
lion in revenue from the region, ac-
cording to the Burton-Taylor analy-
sis, meaning a 10% drop in spending
could reduce Thomson Reuters’
data revenue by $340 million in
those markets alone. Bloomberg
stands to lose about $234 million.

Thomson Reuters, which derives
about 40% of its revenues from secu-
rities firms, and Bloomberg, which
is focused on financial firms, face
smaller loses in the $9 billion mar-
ket in Europe and the Middle East,
and these cuts will only be partially
offset by revenue growth in Asia.

Mr. Taylor argued that smaller
providers that are less expensive
may benefit at the expense of Thom-
son Reuters and Bloomberg. Interac-
tive Data Corp. (5.1%), Factset Re-
search Systems Inc. (3.8%), Moody’s
Corp. (3.1%) and Dow Jones & Co.
(3%) compete with Thomson Reut-
ers and Bloomberg in the U.S.

Bloomberg didn’t return calls
seeking comment and Thomson
Reuters said it was unable to com-
ment because it is in a closed period
in the run-up to its results on Feb.
24. The Wall Street Journal Europe
is published by Dow Jones, a sup-
plier of financial information and
competitor to Thomson Reuters and
Bloomberg.
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