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LONDON—With Lloyds
Banking Group PLC and the
U.K. government seeking to
calm fears that the bank will
be nationalized, they face a
problem that Lloyds can’t con-
trol: the souring U.K. econ-
omy.

Lloyds’ shares fell 8.1%
Monday after falling 32% Fri-
day, the day it disclosed that it
expects to post a £10 billion

($14.4 billion) pretax loss for
2008. The losses stem from
souring loans related to
Lloyds’ recent acquisition of
U.K. mortgage lender HBOS
PLC.

That deal was struck on
the fly last year in a bid to res-
cue HBOS; now the large
losses have revived concerns
that Lloyds, already 43% gov-
ernment-owned, will fall un-
der government control.

Over the weekend and on
Monday, government officials

were quick to say that while
nationalization was always
an option there was no active
consideration of such a move
for Lloyds Banking Group.
Lloyds shares dropped more
than 20% at one point Mon-
day, but finished the day at
56.40 pence (81 cents).

Like other banks, Lloyds’
£660 billion loan book con-
sists of loans to individuals
and corporations, whose abil-
ity to pay them back hinges on
the severity of unemploy-

ment and economic contrac-
tion in this recession.

Lloyds already cited those
factors in disclosing Friday’s
losses. The problem now is
that no one knows whether
more of the combined Lloyds-
HBOS loan portfolio will con-
tinue to go sour, beyond what
already has been disclosed.

“The issue for Lloyds is
how deep and how long [the
downturn] goes on for,” said
Bruno Paulson, an analyst at
Sanford Bernstein in London.

Lloyds spokesman Shane
O’Riordain declined to com-
ment on whether the bank
would need to go back to the
government for capital. But
he said: “We have capital re-
serves significantly in excess
of regulatory requirements, a
strong business model and sig-
nificant cost synergies to
come from the [HBOS] acquisi-
tion.”

Worries about Lloyds come
as views on the U.K. economy

Please turn to page 31
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Fear factor

Investors worry U.S. stocks
will return to recent lows.
Money & Investing, page 17
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U.K. downturn inflates Lloyds fears
As economy continues to sour, greater loan losses could push bank closer to nationalization

UNDER ARREST: Suspected pirates apprehended last week are brought to the detention center aboard the U.S.N.S. Lewis and Clark. The U.S. and Britain have signed
legal agreements with Kenya in which the African country has agreed to try suspected pirates plucked from the Gulf of Aden. Page 8

Shackled on the high seas

By Yuka Hayashi

TOKYO—Japan’s economy
contracted at its fastest pace
in nearly 35 years in the final
quarter of 2008—and is likely
to underperform other major
nations early this year as de-
mand for its goods collapses.

Japan’s gross domestic
product shrank by 3.3%, or an
annualized pace of 12.7% dur-
ing the quarter, the govern-
ment said Monday, a steeper
decline than contractions of
3.8% reported for the U.S. and
5.9% in the euro zone for the pe-
riod. The world’s second-larg-
est economy was slowed by a
staggering 14% decline in ex-
ports and diminished capital
spending by companies.

Japan’s economy is facing
“without a doubt, the worst

crisis since World War II,”
said Economy Minister Kaoru
Yosano.

Economists expect the con-
traction to continue. Export-
ers including Toyota Motor
Corp., Nissan Motor Co., Sony
Corp. and NEC Corp. have
warned of hefty losses for the
fiscal year ending in March,
and unveiled restructuring
plans that collectively would
eliminate tens of thousands of
manufacturing jobs over com-
ing months. That could further
crimp consumer spending.

Economic data already sig-
nal more deterioration. Indus-
trial output is expected to
drop by around 20% in the
first quarter, a government
survey says. After tumbling
by a record 35% in December,

Please turn to page 31

Khomeini’s ghost
Britain seems to have in-
ternalized the Islamist
mindset. Page 12

News in Depth: A foreclosure sale for Fed chief’s boyhood home
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Japan’s GDP slump

is worst in 35 years
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The world’s top makers of
luxury cars, once envied for
generating the industry’s high-
est profit margins per car,
are facing a sea change trig-
gered by imploding demand
amid a broader trend toward
smaller vehicles. Page 5

n Air France-KLM and Sin-
gapore Airlines are consider-
ing delaying deliveries of pre-
viously ordered aircraft as they
scramble to cut costs. Page 3

n Clinton said she will seek
a coordinated response to
the global financial crisis be-
tween the U.S. and Asia dur-
ing her regional tour. Page 9

n A suspected U.S. missile
strike killed at least 26, many
of them Taliban militants, in
a Pakistani tribal region, intel-
ligence officials said. Page 10

n European financial shares
fell as investors continued to
worry about the health of
the banking sector. Page 18

n China Minmetals offered
to buy Australia’s OZ Miner-
als for $1.71 billion, in China’s
latest push to secure natural
resources abroad. Page 6

n Santander has sweetened
a compensation deal for some
private-banking clients who
suffered losses in Madoff’s
alleged Ponzi scheme. Page 2

n Falling home sales and
more banking-sector weak-
ness pointed to a deepening
downturn in Spain. Page 8

n Industrial production in Rus-
sia fell 16% in January, signal-
ing the economy is flagging
faster than expected. Page 10

n Russian prosecutors said
new embezzlement charges
have been filed against oil
tycoon Khodorkovsky. Page 2

n A freak submarine collision
has raised concerns among
military experts and antinu-
clear campaigners. Page 32

n Rio Tinto Chairman Skin-
ner pulled out of the race to
become chairman of BP, a per-
son close to the matter said.

n Israeli plans to expand a
settlement in the West Bank
by up to 2,500 homes drew
Palestinian condemnation.

n At least 19 drowned when
a boat carrying illegal mi-
grants from Morocco capsized
near Spain’s Canary Islands.

n France’s top judicial body
formally recognized the na-
tion’s role in the deportation
of Jews during World War II.
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Will oil-rich Abu Dhabi
bail out neighbor Dubai, cur-
rently groaning under $70
billion of debt racked up by
government-owned compa-
nies? Don’t count on it.

Following Abu Dhabi’s de-
cision last week to pump
$4.4 billion into its own
banks while offering no sup-
port to lenders in Dubai or
other emirates in the Gulf
federation, the cost of insur-
ing Dubai debt has rocketed
to around 10 percentage
points for five-year debt—
higher even than Iceland.
The possibility Abu Dhabi
will refuse to come to
Dubai’s aid—once seen as
almost unthinkable—can no
longer be ruled out.

That raises the prospect
of an even deeper debt cri-
sis. Dubai needs to refi-

nance $15 billion of debt
this year, according to
credit-rating agency

Moody’s. Without Abu Dha-
bi’s help, it has little chance
of doing so. Bankers say
they won’t extend new lines
of credit to Dubai without
cast-iron financial guaran-
tees from Abu Dhabi.

Abu Dhabi is driving a
hard bargain. Its demands
are thought to include the
surrender of Dubai’s auton-
omy and the loss of control
over crown jewels such as
Emirates Airline and Na-
kheel, builder of the emir-
ate’s Palm-shaped islands.
That may be too much for
Dubai’s ruling Maktoum fam-
ily to stomach. Dubai con-
tends it was a principle of
the 1971 founding of the fed-
eration that Abu Dhabi
should use its oil wealth to
support the other emirates.

But Abu Dhabi has its

own economic worries,
thanks to falling oil prices,
which account for the major-
ity of the emirate’s export
earnings. Its reserves have
also been depleted by the
losses on its foreign invest-
ments, such as the $7.5 bil-
lion Abu Dhabi pumped into
Citibank in 2007 just before
its shares collapsed.

Neither Abu Dhabi nor
Dubai can afford to allow
this standoff to drag on. De-
fault by a major Dubai-
owned company would trig-
ger a crisis of confidence
that could cost the emirate
its status as a major busi-
ness center. Worse, it could
pull on the very fabric that
binds the emirates together,
destabilizing the entire re-
gion.
 —Andrew Critchlow

January’s rise in U.K. resi-
dential-property asking prices
is a sign of the unrealistic
hopes of sellers, rather than
of an imminent recovery.

House prices fell 17% in
the past 12 months, and two
of the biggest lenders, Na-
tionwide and Halifax, have

given up predicting how
much further they may have
to fall. That largely reflects
the absence of available
mortgage finance, especially
for first-time buyers. Lower
interest rates do little to
help those at the bottom of
the housing chain who are

usually only eligible for more
expensive fixed-rate deals.

Lenders are also demand-
ing much bigger deposits of
about 22% for first-time buy-
ers, compared with a long-
standing average of 10%.
That is tough when asset
prices have fallen heavily,

and interest rates on cash
savings are very low.

With so little visibility,
would-be movers are stay-
ing put, preferring to wait
for a clearer picture of
where the market is headed.
They may have to wait a
long time. —Molly Neal

Market shrivels for CDS

Asking for a higher price isn’t the same as getting it

Credit-default swaps
were the financial innova-
tion success story of the
last decade—so successful
that until recently, trading
continued to hold up even
as cash bond markets
ground to a halt. But now
CDS liquidity is drying up
too, which has worrying
implications for the finan-
cial system.

These contracts played
a key role in the boom.
The protection they offer
against losses if an under-
lying company defaults on,
or restructures, its debt en-
abled banks to hedge their
exposures and therefore
tolerate higher leverage.

Before CDS came along,
hedging was difficult be-
cause most corporate
bonds are held to matu-
rity, making it hard to take
a short position. As a re-
sult, the CDS market grew
to dizzying levels, hitting
$62 trillion gross outstand-
ing at the start of 2008.

But brokers say activity
has fallen as big investors
have folded. One indicator
of declining liquidity is the
difference between the
price of the CDS indexes

and the price implied by
CDS on their constituents,
known as the “skew.” For
the investment-grade Mar-
kit iTraxx Europe, this was
close to zero pre-crisis, as
investors would jump in to
arbitrage any gap away.
But since the collapse of
Lehman Brothers, the skew
has fluctuated between 0.2
and 0.6 percentage points.

Investors are also wor-
ried about counterparty
risk, particularly since the
collapse of Lehman Broth-
ers. These fears will re-
main until planned moves
to launch market clearing-
houses get off the ground.

Meanwhile, there is reg-
ulatory risk, with politi-
cians and regulators mak-
ing threatening noises, in-
cluding a proposal that
could ban investors from
buying CDS unless they
hold the underlying bond.

As with the collapse of
other financial innova-
tions, a prolonged period
of CDS illiquidity poses a
challenge for the markets.
If banks cannot hedge
their exposures, that will
weigh on their appetite for
lending.
 —Richard Barley

South Carolina governor
opposes U.S. stimulus plans

Nuclear submarines collide
France, U.K. report
no serious damage
in Atlantic incident

The British submarine HMS Vanguard, left, and French submarine Le Triomphant,
right, each carry as many as 16 ballistic missiles with nuclear warheads.
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Dubai’s fate inAbuDhabihands

Sheikh Mohammed Bin Rashid
al-Maktoum, the ruler of Dubai,
is seeking help from Abu Dhabi.

By Valerie Bauerlein

And Greg Hitt

Across the U.S., cash-starved gov-
ernors from both parties are eagerly
awaiting stimulus money from Wash-
ington, hoping to stem the reces-
sion’s impact on local budgets. Not
Mark Sanford, South Carolina’s Re-
publican chief executive.

He lobbied against the recovery
package pushed by President Barack
Obama and has suggested he may not
take any of the funds, sparking a dis-
pute in his home state with Demo-
crats and even some Republicans.
The sparring is a microcosm of the
broader debate taking place over the
role of government in the flagging
economy.

“I’m opposed to it because we are
at a real gut-check point on what
drives our economy,” Mr. Sanford
said in a recent interview. Instead of
fostering a market-based economy in
which bad choices have conse-
quences, Mr. Sanford said, the U.S. is
in jeopardy of creating a “savior-
based economy,” with the federal gov-
ernment careening from “one ad-hoc
decision to the next.”

When the fate of the stimulus bill
was still uncertain, Mr. Sanford trav-
eled to Washington on Feb. 4 to ask
Republican senators to fight it. Most
Washington Republicans, in the
House as well as the Senate, lined up
against the initiative, drawing a
sharp distinction with Democrats—
though three Republicans joined
with all 58 Democrats to propel the re-
covery package out of the Senate.

Other Republican governors have
been more favorable toward the plan.
Florida Gov. Charlie Crist broke with
party leaders by stumping for the pro-
posal with Mr. Obama on Monday.

With the money flowing soon, Mr.
Sanford is coy about whether he will
seek out or accept South Carolina’s
piece of the $787 billion pie. The
state’s share is at least $7.95 billion,
according to the Center for American
Progress, a think tank that analyzed
the combined impact of the bill’s tax
cuts and major spending programs.
The White House estimates the bill
will create or preserve 50,000 jobs in
the state. While some of that money
could flow to the state automatically,
some would have to be formally re-
quested by the state government or
would become available only if the
state chose to put up matching funds.

Advocates say there is great need
for the federal money. Like other
states, South Carolina is already
slashing its budget and preparing for
a huge deficit next fiscal year. Health-
care and education agencies have al-
ready laid off employees, imple-
mented furloughs and cut programs
to offset a dropoff in tax revenue. The
state unemployment rate was 9.5% in
December, the nation’s third highest,
and state economic officials said this
week they expect the rate could top
14% by summer.

As the stimulus bill moved
through Congress, South Carolina
veteran Democratic Rep. James Cly-
burn worked to counter Mr. Sanford,
helping to insert a provision that
would allow state legislative leaders
to accept the money even if their gov-
ernors were opposed. Mr. Clyburn
also pushed a clause that would re-
quire at least 10% of the rural-devel-
opment funds go to desperately poor
counties. A dozen counties in South
Carolina’s so-called “Corridor of
Shame” along Interstate 95 fit that de-
scription. Mr. Clyburn represents a
large portion of that region.

Two nuclear submarines—one
French and one British—collided dur-
ing a routine patrol in the depths of
the Atlantic Ocean earlier this
month, France and the U.K. said Mon-

day. The freak collision raised con-
cern among military experts and anti-
nuclear campaigners.

The potentially disastrous acci-
dent damaged the nose of France’s
Le Triomphant and left Britain’s
HMS Vanguard with deep scrapes.
Both submarines returned to home
ports with no loss of life or serious
damage, the French and British
navies said.

Antinuclear campaigners said the
incident underscores the dangers of
such vessels. Military experts
pointed to the lapse in planning be-
tween two friendly nations.

“The two submarines came into
contact at very low speed. Both sub-
marines remained safe and no inju-
ries occurred,” Admiral Sir Jonathan
Band, first sea lord of the British
Royal Navy said in a statement.

The submarines, which are pow-
ered by nuclear reactors and carry as
many as 16 ballistic missiles with nu-
clear warheads, are key parts of
France and Britain’s nuclear-deter-
rent strategies. The U.K. and France
both traditionally have at least one
submarine at sea to broaden their nu-
clear shield.

The craft are designed to be al-
most undetectable. That quasi-invisi-
bility may have led to the collision,
military experts said.

Earlier in February, the French
Navy had said the 450-foot Le Triom-
phant shortened its patrol after 70
days at sea because its nose was dam-
aged by a collision with an unidenti-
fied object, possibly a drifting con-
tainer. After sending inquiries to
other navies, France realized that Le
Triomphant had actually rammed
into Britain’s Vanguard.

A person in the U.K. armed ser-
vices familiar with the matter said it
was the first time in his knowledge
that two nuclear submarines had col-
lided and “there was a million-to-one
chance” of it happening.

Britain’s Ministry of Defence said
the safety of the Vanguard and its ca-
pability as a nuclear vessel weren’t
compromised.

The Vanguard arrived at the port
of Faslane in Scotland on Feb. 14.

The North Atlantic Treaty Organi-
zation has a water-space manage-

ment organization that acts as an un-
derwater traffic control and lets na-
tional submarine operators avoid
each other. While France and the U.K.
both use this system, it doesn’t cover
nuclear armed submarines so the
two vessels wouldn’t have known
each was in the vicinity.

“The root of the problem appears
to be procedural. These submarines
should not have been in the same
place at the same time,” said Stephen
Saunders, a naval analyst at Jane’s In-
formation Group.

The crash is an embarrassment to
the Royal Navy, which until World
War II was the world’s largest and—
naval experts say—technically ad-
vanced.

“This is a nuclear nightmare of
the highest order. The collision of
two submarines, both with nuclear re-
actors and nuclear weapons onboard
could have released vast amounts of
radiation and scattered scores of nu-
clear warheads across the seabed,”
said Kate Hudson, a member of the
Campaign for Nuclear Disarmament.
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Irish reassess Lisbon Treaty
Iceland’s experience
causes many to back
more EU integration
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Santander sweetens deal
forsomeMadoff-hitclients
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By Charles Forelle

BRUSSELS—The financial crisis
may have a silver lining for Europe:
It is spurring the Irish to support a
European Union treaty that they ve-
toed only last year.

A new opinion poll shows a
swing in favor of the EU’s Lisbon
Treaty, which would give the 27-na-
tion bloc a permanent president and
diplomatic service, among other
changes.

In June, Irish voters rejected the
treaty by 53% to 47%. In a poll re-
leased Sunday by the Irish Times,
51% of respondents said they would
vote for a new version of the treaty,
with 33% against. The balance were
undecided. Ireland’s government
has said it aims to call a repeat ref-
erendum by the end of October.

An important reason for the
shift, analysts say, is that Ireland’s
voters can see what happened to an-
other island nation, Iceland, which
suffered a currency collapse and ef-
fective bankruptcy as a result of the
financial crisis.

The primary difference saving
Ireland from the same fate is its
membership in the euro, Europe’s
common currency. Iceland’s over-
stretched banks borrowed euros
and pounds, and its central bank
couldn’t convert kronur into those
currencies to bail them out. That
isn’t an issue for Ireland, even
though Irish banks also have liabili-
ties that far exceed the country’s
gross domestic product.

“I think the dominant factor here
is just fear,” said Gavin Barrett, a Eu-
rope expert at University College
Dublin’s law school. “Everyone here
is very well aware of what happened
in Iceland.”

After a decadlong boom, Ire-

land’s economy is in disarray. Real-
estate prices are plummeting, the
budget deficit is growing and
banks are struggling. In recent
days, the price of insuring Ire-
land’s sovereign debt and the debt
of the country’s banks against de-
fault has ticked up, indicating in-
vestors think the risk of a default is
growing. Buyers of credit-default
swaps on the sovereign debt paid
3.51 percentage points for the in-
surance on Friday, according to
data provider Markit, up from
around 0.30 percentage point in
early September.

Blocking the Lisbon Treaty
doesn’t affect Ireland’s euro mem-
bership. However, concerns over
what would befall Ireland if it
weren’t in the euro zone are bolster-
ing arguments in favor of closer inte-
gration with the EU.

“There has been a growing real-
ization that isolating ourselves
from Europe is very, very danger-
ous, and of course the economic
downturn has emphasized that,”
Dick Roche, Ireland’s minister for Eu-
ropean affairs, told state broad-
caster RTE on Monday.

Boosters of the Lisbon Treaty
have always said Ireland needs the
economic advantages that come
with being part of the EU’s common
market—particularly the euro. Last

year, however, before the financial
crisis struck home, that message
was drowned out by worries that
the EU would impinge on areas
where Ireland values its sover-
eignty, such as military neutrality
and corporate taxation.

Monday’s Irish Times poll found
that 80% of respondents believe it is
better to be a part of the EU “in the
current crisis.” Thirteen percent
said it would be better not to be a
part. The poll was conducted by the
Dublin firm TNS mrbi. The margin
of error was plus or minus three per-
centage points.

Ireland was the only nation to
hold a referendum on the Lisbon
Treaty and the decision surprised
other EU governments. All 27 coun-
tries must ratify the treaty for it to
take effect. The bloc can function
without the treaty, but the holdups
have become a symbol for faltering
efforts at integration. France has
said it would prevent the EU from ex-
panding until the treaty is adopted.

Ireland’s leaders have since nego-
tiated concessions, including a pro-
vision that every country gets to
keep one representative at the Euro-
pean Commission, the bloc’s execu-
tive arm. The treaty had proposed
paring the number of commission-
ers in the name of greater effi-
ciency—a proposal that didn’t sit
well with small countries.

ASSOCIATED PRESS

MOSCOW—Russian prosecutors
said Monday new embezzlement
and grand-theft charges have been
filed against oil tycoon Mikhail
Khodorkovsky, who is serving an
eight-year prison sentence on
charges his defenders say are politi-
cally motivated.

Thelatestchargesareafurthersig-
nal that authorities are determined
tokeepMr.Khodorkovsky—onceRus-
sia’s wealthiest man—behind bars af-
ter hisfirstsentence ends in 2011.The
Prosecutor General’s office alleged in
a statement that Mr. Khodorkovsky
schemed with a group of investors at
his company Yukos to bilk a Siberian

oil company of 3.6 billion rubles
($104million)andbillionsofmoreru-
bles from other companies.

Mr. Khodorkovsky was arrested
in 2003 and sentenced in 2005 to
eight years in prison on fraud and
tax-evasion charges. He has served
most of his sentence, which began
from the time of his arrest, at a Sibe-
rian prison colony, and a court in Au-
gust rejected his request for parole.

Similar new charges also are be-
ing filed against Mr. Khosorkovsky’s
business associate Platon Lebedev,
who has been sentenced to eight
years in prison. Defense lawyers had
warned last year that new charges
were being prepared.

Khodorkovsky faces new charges

By Jose de Cordoba

And Thomas Catan

MADRID—Banco Santander SA,
Europe’s second-largest bank by
market value, has sweetened a com-
pensation deal for selected private-
banking clients who lost money in
Bernard Madoff’s alleged Ponzi
scheme, according to people famil-
iar with the matter.

In January, Santander became
the first—and so far, the only—
bank to offer to return some of the
money lost by clients in the alleged
fraud. The bank said it would give
victims the value of their original
investments in the form of pre-
ferred stock paying an annual inter-
est rate of 2%. But lawyers repre-
senting some of the clients affected
have dismissed the offer as inade-
quate.

Now, in an effort to close the
door on the affair, the bank’s repre-
sentatives have been offering a se-
ries of incentives to their best cli-
ents to get them to sign up for the
deal.

Some wealthy clients are being
given the possibility to use the pre-
ferred shares as collateral for a
loan charging 3% annual interest.
The loan, which can amount to 85%
of the clients’ original investment
in Madoff funds, can be taken by cli-
ents in cash or reinvested in bonds
paying 6% interest, said investors
who have received the revised of-
fer.

Santander also has offered an-
other sweetener: It sent a letter to
Madoff-affected clients saying
they no longer would have to main-
tain their bank accounts in
Santander in order to be eligible
for the preferred-stock swap, of-
fered as part of the January pack-
age, the people familiar with the
matter said. About three-quarters
of clients already have signed up
for the offer, and the bank hopes to
get the overwhelming majority to

agree by the end of this month,
these people said.

A Santander spokesman said
Monday that the bank’s original
January compensation offer is non-
negotiable.

Santander had the largest expo-
sure to Madoff’s funds of any com-
mercial bank. Its clients had Œ2.33
billion ($3 billion) invested
through its Geneva hedge fund, Op-
timal Investment Services SA. The
bank’s own, direct exposure to the
alleged fraud was Œ17 million.

About 70% of affected clients
are in Latin America, according to
people familiar with the situation.
Many of those clients also control
companies with which Santander
has a relationship, making bank ex-
ecutives worry that they could pull
their business, too.

“The fact that Santander has
been slowly improving their offer
shows their fear of lawsuits,” said
Ernesto Canales, a Mexican lawyer
who is advising a group of 15
Santander clients.

In the original offer made in Jan-
uary, Santander said it would swap
out the shares in its stricken hedge
funds on the condition that custom-
ers renounce their right to sue and
pledge to maintain their current
level of business with the bank. The
bank told investors that it would re-
deem the shares in 10 years’ time
and that the shares would be listed
on an exchange, though it hasn’t
committed to either of those things
in writing.

Lawyers representing some vic-
tims have warned the shares would
fetch as little as 20% of their face
value on the secondary market.
Santander argues they will fetch
closer to 40% today, according to
people familiar with their thinking.

Santander said Monday that it
has asked market regulators to al-
low it a two-year suspension of re-
demption requests for a real-estate
investment fund.
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Hotels suffer as banks curtail corporate travel
Industry executives
plead with customers
not to cancel events

Japan’s economy shrinks 3.3% as demand for exports collapses

Downturn stokes worries about U.K. takeover of Lloyds
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FROM PAGE ONE

Hotels have seen big drops in corporate business in recent months as companies
have canceled meetings, fearing public outrage over what may appear to be lavish
spending. Above, Encore casino/hotel in Las Vegas, which opened in December 2008.

become more pessimistic. In Janu-
ary, the consensus among econo-
mists was a 2.2% contraction in gross
domestic product in 2009. But a
month later, that has moved to 2.6%.

A report issued on the U.K.’s
economy last week by Business
Monitor International Ltd., a Lon-
don research firm, forecasts a
3.5% contraction in real GDP in
2009, as well as an 11% unemploy-
ment rate in 2010, far above the
6.3% unemployment rate in the
fourth quarter of 2008. Even more
dire is a Bank of England report
published last week that esti-
mates that GDP could contract be-

tween 2.5% and 6% in 2009.
In a sign of the latest trouble,

on Monday German car manufac-
turer BMW AG said it will cut
about 850 jobs at its Mini plant in
Oxford as it scales back produc-
tion in the wake of falling demand.
The British-designed and British-
built Mini had been seen as a sign
of success during the U.K.’s boom.

The fear is that, as the economy
spirals downward, the HBOS loan
book that Lloyds acquired will con-
tinue to deteriorate. Analysts have
said that risk is particularly acute
because HBOS had among the weak-
est lending standards in the sector.

To avoid such a nationalization

scenario, the government is rac-
ing to roll out the details of an “as-
set-insurance” plan for banks that
it unveiled last month. The plan is

aimed at keeping banks’ losses to a
minimum. The government is
working to clarify some points,

such as how much of the initial
losses banks will have to take be-
fore the insurance kicks in. The
government also is looking at
changes that could make capital-
ratio requirements, which are the
cushions banks need to set aside
to protect against losses, poten-
tially less onerous.

Assuming no benefit from the
asset-insurance plan, analysts at
Sanford Bernstein estimated
Lloyds would need to book an addi-
tional £34 billion in impairment
charges for 2009 and 2010, in or-
der to erode its capital cushion so
much that it would need further
government support. Lloyds

would need to book greater impair-
ments, about £42 billion, if the as-
set-protection plan helps it to
burn through less of its capital
cushion, which the analysts said is
an unlikely scenario.

A more likely possibility is that
Lloyds will choose to swap prefer-
ence shares it issued to the govern-
ment last year for ordinary shares,
giving the government a stake of
more than 50% in Lloyds, but elimi-
nating the need to pay out a hefty
dividend to the government, said
analysts at Sanford Bernstein and
elsewhere. Lloyds has sough to
avoid this move, wanting to main-
tain independence.

Continued from first page

Views on the U.K.
economy have
become more
pessimistic.

By Tamara Audi

Wall Street banks may have pre-
cipitated the financial crisis. But
hotel companies feel like they are
the ones taking the blame.

Congress has restricted corpo-
rate travel for companies that ac-
cept bailout money, and big corpo-
rations are canceling conferences
out of fear that it will smack of con-
spicuous consumption.

“Congress has done a great job
of killing the resort hotel business
with the way they’ve criticized the
number of financial firms from
having conferences,” Loews Corp.
Chief Executive Officer James
Tisch said in a conference call with
investors this week.

Mr. Tisch is one of a number of
hotel executives who has grown
frustrated with the public percep-
tion of the industry. Some are now
fighting back, issuing public state-
ments, lobbying politicians and
privately pleading with corporate
customers to keep them from can-
celing events.

Companies like Marriott Inter-
national Inc. and Starwood Ho-
tels & Resorts Worldwide Inc.
have seen big drops in corporate
business in recent months as com-
panies—even those not receiving
government aid—have canceled
meetings, fearing public outrage
over what may appear to be lavish
spending.

Many hotel industry leaders
say that in the debate over corpo-
rate spending, hotel housekeep-
ers, waiters, desk clerks and cab

drivers have been forgotten.
“There are hundreds and thou-

sands of employees who work for
this industry who depend on meet-
ings and conferences to support
their families,” said Jan Jones, se-
nior vice president of government
relations for Las Vegas-based Har-
rah’s Entertainment Inc.

Corporate cancellations
present a problem for hotels,

which are struggling with a de-
cline in revenue as leisure travel
withers. Major hotel brands, like
Starwood’s Sheraton, have built
large properties around conven-
tion business in key markets.

“Hotels everywhere are feeling
the repercussions from companies
canceling functions because they
fear the scrutiny,” Bill Marriott,
the chief executive of Marriott In-

ternational, writes in his blog post
scheduled for publication Friday.

Mr. Marriott said that his com-
pany’s Ritz-Carlton at Half Moon
Bay outside San Francisco has
“been especially hard hit by group
cancellations.” In the past four
months, he wrote, 32 groups have
canceled plans for retreats, semi-
nars and incentive meetings at the
hotel. “As a result, some very
good, hardworking people are now
unemployed.”

Mr. Marriott plans to meet with
politicians on Capitol Hill to argue
his point.

Las Vegas, which is fighting a
more acute image problem, also re-
lies heavily on business travel,
which brings in an estimated $8.5
billion to the destination each
year, according to industry lead-
ers. President Obama warned that
companies taking federal bailout
money “can’t go take a trip to Las
Vegas” on the taxpayers’ dime.

Las Vegas Mayor Oscar Good-
man wrote President Obama this
week, pointing out that the desti-
nation hosts 22,000 business meet-
ings a year, and said such com-
ments reinforce “outdated stereo-
types.”

State Farm Insurance Cos. re-
cently canceled a large two-week
event in Las Vegas scheduled for
October at Paris Las Vegas and Bal-
ly’s, resort casinos owned by Har-
rah’s. State Farm said it might re-
schedule for later if the economy
improves. “We decided in the cur-
rent business climate it was proba-
bly not the best time to have an
event,” said spokesman Jeff McCo-
llum. He said the cancellation
wasn’t due to the public percep-
tion of Las Vegas. “We bid these
things out and Vegas is the least ex-
pensive place to go.”

The convention would have

meant between $8 million and $10
million in revenue for Harrah’s, ac-
cording to people familiar with
the deal. State Farm will have to
pay a penalty to break the con-
tract, which could be 25% to 50%
of projected revenue for the event.

“Why is that smart business?”
said Andrew Pascal, president of
Wynn and Encore, two casino ho-
tels in Las Vegas owned by Wynn
Resorts Ltd, referring to compa-
nies that break contracts in Las Ve-
gas only to move their events to an-
other city.

Last week, Goldman Sachs
Group Inc., which is receiving $10
billion from the government,
moved a planned meeting at Man-
dalay Bay, an MGM Mirage prop-
erty in Las Vegas, to San Fran-
cisco.

Under the rules of the govern-
ment’s Troubled Asset Relief Pro-
gram, companies are required to
adopt policies on spending on pri-
vate jets, events and conferences
and office parties.

Wells Fargo & Co., which re-
ceived $25 billion from the govern-
ment, canceled an event booked
with Wynn Resorts.

In full-page newspaper ads this
week, the chief executive of Wells
Fargo announced that the com-
pany has canceled all of its recogni-
tion events for its employees this
year, and noted that the hotel in-
dustry would be hurt.

The U.S. Travel Association and
six other industry groups also is-
sued a statement. “We are ex-
tremely concerned about the unin-
tended consequences of unneces-
sarily restricting corporate meet-
ings, events and incentive travel
programs,” the statement read.

exports sank 46% from a year ear-
lier during the first 20 days of Jan-
uary. In this environment, the job-
less rate could climb to a high of
6% or so later this year, from 4.4%
in December, economists say.

“It’s very likely we’ll see an-
other double-digit decline for the
current quarter,” says Yoshiki
Shinke, an economist for Dai-Ichi
Life Research Institute.

Still, some economists say the
rate of contraction may begin to
slow in the second quarter, reflect-
ing a pickup in demand by the U.S.
as a result of the Obama adminis-

tration’s stimulus packages. The
International Monetary Fund pro-
jected in late January that Japan’s
economy will shrink 2.6% this
year, a larger contraction than
1.6% for the U.S. and 2% for the
euro area.

Mr. Yosano signaled Tokyo’s in-
tention to prepare a new economic-
stimulus package, which, accord-
ing to Japanese media reports,
could total 20 trillion to 30 trillion
yen ($218 billion to $327 billion).
His comment came after a week-
end meeting of the Group of Seven
nations in Rome where finance
ministers and central bankers af-

firmed their commitment to “act
together using the full range of pol-
icy tools” to support the economy.

Japan doesn’t have much room
for further fiscal stimulus. It has
the most debt in the world, coming
to 157.5% of annual GDP in the fis-
cal year starting in April.

The latest data underscore the
vulnerability of a nation that for
years relied on global trade to fuel
growth. Even though Japan has es-
caped a housing bubble and crip-
pling credit losses that now weigh
on the U.S. and Europe, its overall
economy is shrinking much faster
because it depends on consumer

demand from elsewhere. Until the
economy started shrinking in the
2008 second quarter, Japan had
enjoyed six years of steady growth
thanks to increases in exports to
the U.S. and fast-growing econo-
mies like China. Domestic de-
mand, meanwhile remained static
as workers’ pay was kept low.

Exacerbating the economy’s per-
formance in the latest quarter was
a rapid decline in exports to China
and other Asian nations that had
propped up Japan’s economy after
demand for Japanese autos and
high-end electronic products fal-
tered in the U.S and Europe.

After growing 12% in the first
half of 2008, Japan’s exports to
China began to erode in October,
and fell 36% in December. Japan
was among the few developed na-
tions that had boasted a trade sur-
plus with China, thanks to ship-
ments of high-tech materials and
production machinery used by lo-
cal manufacturing facilities
owned by Japanese companies.
Many finished goods were shipped
back to Japan or sold to other mar-
kets such as the U.S. and Europe.
Now that demand is shrinking
both within China and for exports,
such trade is suffering.

Continued from first page
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Air France, Singapore Air slice costs
Delays considered
on plane deliveries;
capacity cuts are set

LEADING THE NEWS

Singapore Airlines has been steadily
reducing flights since late last year.
Above, a carrier at Changi Airport.
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By A.H. Mooradian

And Ruth Bender

PARIS—Scrambling to cut costs
in the face of a deepening recession
and falling demand, Air France-
KLM SA and Singapore Airlines Ltd.
are considering delaying deliveries
of previously ordered aircraft.

Singapore Airlines plans to cut
capacity by 11% in the fiscal year end-
ing March 31, 2010, while Air France-
KLM is aiming for a 2% capacity cut
beginning this summer.

The moves show the global eco-
nomic crisis is battering even air-
lines that are in relatively strong fi-
nancial shape. Several European car-
riers have yet to report for the Octo-
ber-December period, but they are
suffering the same combination of
recession, high fuel costs and dimin-
ished demand.

British Airways PLC last week
said it swung to a loss in the first
nine months of its fiscal year and
said it continues “to review every as-
pect of the business to control costs
while at the same time improving
the customer experience and opera-
tion.”

Air France-KLM’s U.S. partner,
Delta Air Lines Inc., posted a loss
for the final three months of last

year and plans to remove 40 to 50
mainline aircraft from its fleet to
eliminate fixed costs associated
with its capacity cuts of 6% to 8%.

Franco-Dutch carrier Air France-
KLM, Europe’s largest airline by mar-
ket value, on Friday swung to a fis-
cal-third-quarter loss and disclosed
plans to defer, though not cancel,
plane deliveries. It also intends to
cut capacity, trim jobs through attri-
tion and reduce capital spending. In
addition, the carrier aims to cut fuel
costs and unwind costly fuel hedges.

The airline on Monday said it will
seek to delay taking delivery of
some aircraft by two to three years.

The delays would affect about six air-
craft, including Boeing Co.’s
777-300 planes, Boeing 777 cargo
planes and Airbus planes, a spokes-
man said. Delivery of the Airbus su-
perjumbo A380 is still planned for
the end of the year. Airbus is a unit
of European Aeronautic Defence &
Space Co.

Singapore Airlines said Monday
it will decommission 17 aircraft over
the year, rather than the four planes
initially planned. The company last
week posted a 42% decline in net
profit for its fiscal third quarter. A
spokesman in Singapore on Monday
said the company can’t rule out de-

laying deliveries on orders.
“The drop in air transportation

has been sharp and swift,” Sin-
gapore Airlines Chief Executive
Chew Choon Seng said in a state-
ment. “Given the falls of over 20%
that we have seen recently in air-
cargo shipments, and the tradition
of demand for air travel following
closely behind trends on the cargo
side of the business, we have to face
the reality that 2009 is going to be a
very difficult year,” he added.

Air France-KLM, too, has been
suffering a sharp decline in cargo
haulage, though its passenger busi-
ness has been holding up better.

By Romit Guha

And Satish Sarangarajan

BANGALORE—Satyam Com-
puter Services Ltd. said two execu-
tives had resigned, the first to leave
since a government-appointed board
took control in mid-January.

“More such resignations in Sa-
tyam are likely to follow,” a person
closed to the matter said.

The software company said Mon-
day that it had requested the resigna-
tion of Anil Kumar, senior vice presi-
dent of the company’s financial-ser-
vices operation. Mr. Kumar couldn’t
be reached for comment.

Satyam also said Subbu D. Subra-
manian, head of its manufacturing
and automotive-services division,
had resigned Friday to pursue per-
sonal interests. He will be succeeded
by Keshav Panda, who will continue
as head of Satyam’s European opera-
tion, a Satyam spokeswoman said.
Mr. Subramanian couldn’t be reached
for comment.

Meanwhile, Corporate Affairs
Minister P.C. Gupta told local televi-
sion channel NDTV Profit that the gov-
ernment had handed over the probe
of the Hyderabad, India, company to
the Central Bureau of Investigation.

Separately, the Spice Group of
companies, which has expressed an
interest in buying Satyam, has writ-
ten to the software company’s board
seeking an online auction, Spice
Group Chairman B.K. Modi said. “Ev-
erything has to be in a transparent
manner,” Mr. Modi said in an inter-
view. If Satyam isn’t sold to the high-
est bidder, “then there is no transpar-
ency,” he said.
 —Sunil Raghu in Mumbai

contributed to the article.

Two executives
depart Satyam;
auction is sought
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Cilantro: a ‘fetid barb of green’?
Many Americans
fume over the herb;
one critic recants

By Sarah Rubenstein

After picking up a vegetable burr-
ito on his way home from work,
Mike Racanelli planted himself in
front of his television and took a
bite. The smell hit him immediately:
cilantro.

Irate, the 29-year-old Chicago
band manager drove 32 kilometers
back to the Mexican restaurant where
he’d bought theoffending item, threw
it on the counter, he recalls, and
“raised hell,” demanding a cilantro-
free replacement “immediately.”

Later, he decided to vent some

more. He recounted his experience on
a Facebook networking group called
“IHATECILANTRO.”Social-network-
ingWebsiteshaveemergedasabond-
ing place for the multitudes
whosharehisaversiontothe
pungent herb. The group has
894 members; there are
some 40 other Facebook
groups dedicated to cilantro
bashing.

Cilantro lovers say it has
arefreshing, lemonyorlime-
like flavor that comple-
ments everything from gua-
camole to curry. It’s a key in-
gredient in a range of ethnic
cuisines, including Mexican,
Indian and Chinese.

But few foods elicit such heated
negative reactions. Many people
say it tastes soapy, rotten or just
plain vile. Just a whiff of it is

enough to make them push away
their plates.

Cilantro, also known as Chinese
parsley, is the leaves of the herb cori-

ander, native to the eastern
Mediterranean region. Culti-
vated for more than 3,000
years, the herb was used by
Roman and Greek physi-
cians, including Hippo-
crates, to make medicines.
During the Chinese Han dy-
nasty some 2,000 years ago,
it was thought to have the
power to make people im-
mortal, according to
Rodale’s Illustrated Encyclo-
pedia of Herbs.

It’s now grown in many
parts of the world—and production
has increased in parts of the U.S. Cal-
ifornia grew about $30 million of
cilantro in 2007, up from about $17

million in 2000, according to the
state.

Cilantro haters complain that it
is showing up in unexpected places.
Erin Hollingsworth, a 26-year-old
editor at an environmental Web site,
says she detected it in a bowl of Man-
hattan clam chowder she ordered at
a New York lunch place.

“I thought to myself: ‘No, it
couldn’t be. Really. Is this a joke?
Who puts cilantro in Manhattan clam
chowder?’ ” she wrote in her blog, “I
Hate Cilantro: A Look Inside the Life
of a Cilantro Hater and Food Lover.”
Ms. Hollingsworth says she now lies
to waiters, telling them she’s allergic
to cilantro. “People take you seri-
ously that way,” she says.

Why is cilantro so polarizing?
Charles J. Wysocki, a behavioral neu-
roscientist at the Monell Chemical
Senses Center, a Philadelphia non-

profit that researches taste and
smell, is looking for an answer.

At the annual Twins Days Festi-
val in Twinsburg, Ohio, Dr. Wysocki
and fellow researchers asked 41
pairs of identical twins and 12 pairs
of fraternal twins to rate the “pleas-
antness” of cilantro. His scale
ranged from plus 11 to minus 11, with
zero indicating “neither pleasant
nor unpleasant.” More than 80% of
the identicaltwins gave ratings simi-
lar to their siblings, while only 42%
of the fraternal twins did—suggest-
ing cilantro hatred may be a genetic
trait. But Dr. Wysocki cautions that
hehasn’t yet analyzed enoughfrater-
nal twins to draw a firm conclusion.

Dr. Wysocki contends dislike of
cilantro stems from its odor, not its
taste.Hishypothesis isthatthose who
don’tlikeitareunabletodetectchemi-
cals in the leaf that are pleasing to
those who like the herb.

Facebook groups have sprouted
up to bash all kinds of foods, ranging
from broccoli to Brussels sprouts.
(One is called “I Hate Tomatoes, But
I Love Ketchup And Other Tomato-
Based Products.”) But anti-cilantro
groups are especially plentiful.
They include “Cilantro Isn’t Edible,”
“People Who Hate Cilantro And
Think There Should Be Laws
Against Its Use,” and “Youth Under-
standing Cilantro Kills (Y.U.C.K.).”
The Web site IHateCilantro.com,
which dubs the herb the “most offen-
sive food known to man,” has accu-
mulated 2,519 members.

Around early 2007, after implor-
ing her mother not to put cilantro in
a black-bean dip, Florida State Uni-
versity student Lauren Kennedy
started the “I HATE CILANTRO”
Facebook group. Ms. Kennedy didn’t
pay much attention to it after that.
“I honestly wasn’t sure if other peo-
ple hated it as much as I did, or if I
was just kind of overreacting,” she
says. Months later, she found it had
attracted hundreds of members.

One group member confessed
that she once “threw a burrito
across my living room because, de-
spite my specific delivery order, it
was packed with cilantro. no joke.”

After her roommate sneaked
cilantro into Thanksgiving stuffing,
Kristin “K.T.” Tomey, an epidemiolo-
gist at the University of Michigan,
wrote:

fetid barb of green
cilantro spoils the stuffing
coriander too
Some cilantro lovers are fighting

back. Their groups include “Cilantro
is totally sexy!” and “cilantro is the
paramount herb.”

Tana D’Amico, 43, is a reformed
cilantro hater. The Toronto native
founded a cilantro-bashing group
on Facebook. But later she tasted
the salsa at a local restaurant and
suddenly “really liked the fresh-
ness” of it.

“I fought a brave battle to fight for
your rights to live in a Cilantro free so-
ciety,” she wrote in a letter of resigna-
tion as the group’s president. But, she
confessed: “The guilt has been build-
ing and churning for months.”

Erin
Hollingsworth

Cilantro is the leaves of the coriander.
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Bargain-hunting gamers try new tactics
Sites help enthusiasts save money by renting, swapping titles and finding bargains; SwitchBot the matchmaker

A new episode for the videogame ‘Grand Theft Auto IV,’ from Take-Two
Interactive Software, will be available only via download from the Internet.

Videogame publishers let users download new content
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By Jamin Brophy-Warren

Last year, Chris Cardona wanted
to get his hands on the newest ver-
sion of Microsoft’s Xbox 360 game
system. So he headed to his local
GameStop near Winter Haven, Fla.,
to trade in his old model. There, he
says, the retailer offered him about a
third of the price that he bought the
system for, though it was hardly a
year old. And, he says, GameStop
would offer him only in-store credit;
if he wanted cash, he would have to
accept 20% less.

In a search for better trade-in
terms, Mr. Cardona discovered
Switch Games, a Web site, devoted
to trading consoles and videogames,
that launched late last year. His first
trades: his old Xbox for a new Xbox
360 and an old PlayStation 2 for a
Nintendo Wii. The trades were
free—he paid only for postage.

“Whenever you don’t have a lot
of money, you try to come up with
other means to swap,” says Mr. Car-
dona, who is 30 years old.

Like Mr. Cardona, an increasing
number of gamers are bypassing the
big videogame outlets and looking
at the secondary market for video-
game releases. In the past, swapping
options were limited. The dominant
player has long been GameStop
Corp., which has more than 6,100
stores world-wide. Since 2000, the
Grapevine, Texas, company has
been selling used games. Last month
it reported a 32% increase in its used-
game and console sales over the holi-
days. The store pays about $20 for
trade-ins of recently released items
and guarantees that swapped hard-
ware and software will work.

But recently, a host of new op-

tions have cropped up to serve avid
swappers. Some Web sites act as
game-trading brokers. Others help
gamers find bargains on titles and
consoles, while still others provide
game rentals for a small fraction of
the cost of buying new. New digital
services that deliver games electron-
ically through the computer or vid-

eogame console have arrived as
well, offering low-cost alternatives
to big-budget titles and access to
older games titles that are no longer
available.

GameStop Chief Executive Dan
DeMatteo says his company’s deep
selection and quality guarantees set
his company apart from the others.

“It’s a very labor-intensive process
to buy back and inspect games and
have refurbishment capabilities,”
he says.

Still, the upstarts tout their
trade-in terms as competitive. Ja-
son Crawford, 39, created Switch
Games after trying to trade in the
popular shooting game Halo. In
2005, he built the Web site to swap
games among his friends. Last year,
he dived into Switch Games full time
and raised money from friends and
family to build his new business.

In addition to 1:1 games trading,
Switch Games has a social network
that allows users to barter with one
another informally and an auto-
mated matching system called
SwitchBot that pairs users who
want games with users who have
them. The site hopes to make money
through advertising and with a pre-
mium service that will guarantee
transactions and place trades in es-
crow to ensure that they’re on the
up and up.

Tom Booth signed up for games-
trading site Goozex about a year and
a half ago and says he has saved
more than $2,500 on his more than
300 game trades.

On Goozex, users trade items on
the site and then receive points that
are redeemable for other traded
games. Points are assigned accord-
ing to a Goozex system based on fac-
tors like the retail price, age of the
game and its popularity. “We can
give a fair market value,” says Mark
Nebesky, the site’s co-founder.

Mr. Booth says he doesn’t need to
buy new games anymore since he
can just trade items that are a few
months old. “I want to play so much—
more than I can afford,” the 35-year-
old says.

Consumers wanting a test drive
can rent games from GameFly, an on-
line service that, starting at $15.95 a
month, allows users to keep games
as long they like. The service has
more than 6,000 game titles avail-
able from its four distribution cen-
ters across the U.S. The Los Angeles
company also allows users to pur-
chase any game that they’ve rented.
Savvy users are renting games just
after their release date and then buy-
ing the title mostly new at a dis-
counted price.

Consumers are also looking for
good deals on vintage videogames.
Last year, Polish videogame pub-
lisher CD Projekt launched a service
called Good Old Games that targets
fans of older, hard-to-find PC titles.
Members can purchase for down-
load one of the site’s about 40 re-
leases—with more titles added each
week. It’s similar to the service of-
fered by another site, GameTap,
which has 1,700 downloadable ti-
tles. But with CD Projekt, there’s no
additional software to install.

Several years ago, David Abrams
became obsessed with finding bar-
gains online, often buying cheap
electronics, such as fax machines,
simply because they were inexpen-
sive. An avid videogame player, Mr.
Abrams launched www.cheapass-
gamer.com to help other consumers
find deals from retailers. Now resid-
ing in Tokyo, the former New Yorker
is adding a videogame-deals search
engine to streamline the process.
The site also has a community of
more than 200,000 users who offer
tips about finding the best deals on-
line. The site makes money through
a commission collected from online
retailers for referral sales, he says.

CORPORATE NEWS

Ch
ri

s 
G

as
h

By Yukari Iwatani Kane

Just as sales of music, movies
and television shows have gone on-
line, videogame sales are now
headed onto the Internet, too.

While games for consoles such as
Microsoft Corp.’s Xbox 360 and Nin-
tendo Co.’s Wii are sold mostly as
packaged software in retail stores,
game publishers are now increas-
ingly making games available
through online downloads. On Tues-
day, Take-Two Interactive Soft-
ware Inc. is to release a new “epi-
sode” of its urban-action game
“Grand Theft Auto IV” online—the
most extensive download-only con-
tent yet for a major game title.

In “GTA IV,” users play the char-
acter of Niko, a European thug who
becomes entangled in gangs and
crime while exploring the fictional
American city Liberty City. In the
new download-only game, “The
Lost and Damned,” players get to
know more about the same city from
the vantage point of Johnny, a mo-
torcycle-gang member who was a
side character in the main game.

PC games have been widely avail-
able for download, but download-
able games for consoles such as the
Xbox 360 and Sony Corp.’s PlaySta-
tion 3 have only become possible in
the past few years. That is because
unlike older consoles, the current
machines have hard drives and ac-
cess to robust Internet networks.

With these connections, consumers
can easily download games by ac-
cessing online stores.

For consumers, downloading a
game may be more convenient than
having to go to stores to pick up a
product. Many downloadable
games are also set to be cheaper
than regular console games, be-
cause publishers can save on packag-
ing and marketing costs.

The GTA episode, which will be
available exclusively on Microsoft’s
Xbox Live network, will cost
$20—versus $50 or $60 for a typical
console game. Though gamers will
need to have “GTA IV” to play the epi-
sode, it offers 20 hours or more of ad-
ditional game play. Nintendo and
Sony also offer downloadable
games for the Wii and PS3, respec-
tively, for $5 to $15, on average.

The growth of download-only
games also gives consumers greater
choice. Because making a download-
able game is significantly cheaper
than creating a console game that is
sold in stores, publishers have more
flexibility in launching new kinds of
games or new chapters to popular
games. Microsoft, for example,
started a community-games feature
in November that allows hobbyists
and aspiring game developers to of-
fer games that can be downloaded
to the Xbox 360 for $2.50 to $10.

In the past, download-only game
offerings for consoles were limited to
older titles, simpler or experimental

games, and add-on features such as
new songs for music games. For gam-
ers, playing “The Lost and Damned”
is similar to the experience of playing
the regular “GTA IV” game. That is be-
cause technology has advanced to
the point that the quality of graphics
delivered online is now the same as
for packaged software.

Bigger games take longer to
download, however. And users can’t
download too many games onto
their consoles; the devices tend to
have hard drives that are smaller
than those on personal computers.

How well the new GTA episode
does will be watched closely. Many
videogame makers want to move
away from selling through tradi-
tional retailers, which have become
more selective about the titles they
carry as they themselves are
squeezed by the overall decline in
consumer spending. New download-
able episodes that expand the story
of popular games are also a cost-ef-
fective way for publishers to keep
players interested in a game longer
and generate additional revenue.

Many game publishers also want
to explore new ways of increasing
their business. While videogame
sales rose 13% to $1.3 billion in Janu-
ary, according to market-research
firm NPD Group, analysts say sales
growth in the core gaming market
has been stagnating. A vibrant used-
game market, driven by specialty re-
tailer GameStop Corp., also has

taken revenue away from publishers.
“A lot of people are looking at

this [download-only] model very
closely,” says David Cole, an analyst
with industry research firm DFC In-
telligence. “If it works, it can be a big
boon for the overall industry.” DFC
estimates that revenue from down-
loaded console games will rise to
$2.6 billion in 2013 from about
$200 million in 2008.

Analysts estimate “The Lost and
Damned” could sell millions of cop-
ies, making it a bestseller. “GTA IV,”
available on the Xbox 360 and PS3,
has sold more than 12 million copies
world-wide since its launch last April.

According to analysts’ esti-
mates, Microsoft paid Take Two’s

Rockstar Games unit $50 million to
create “The Lost and Damned,” as
well as a second episode that will
likely be available later this year or
in 2010. Microsoft and Rockstar de-
clined to comment on the figure.

Dan Houser, Rockstar’s vice presi-
dent of creative, who leads the divi-
sion with his brother Sam, says that
Rockstar had toyed with the idea of
doing episodes before, but that the
technology hadn’t caught up. This
time, Rockstar came up with the
framework for the episodes before
“GTA IV” was finished. That allowed
the developers to plant plot points
into the main game that would allow
them to tie in the additional content
from a narrative standpoint.
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Beware online job ads: They may be fake
Sites may offer pitch
for career services
or training manuals

By Sarah E. Needleman

In October, Tom Greene was in-
vited by email to interview for a vice
president position he had applied for
through CareerBuilder.com. Before
accepting, the sales and marketing ex-
ecutive called the search firm that
posted the ad to ensure it was indeed
a job opportunity.

Mr. Greene didn’t want a repeat
of two years ago, when he agreed to
an interview under the same circum-
stances only to find there was no po-
sition available. Instead, he had re-
ceived a pitch from a career-market-
ing service costing up to $10,000,
starting with a $6,000 upfront fee.

This time, the 53-year-old was as-
sured by phone that the job was real
and he wouldn’t be asked to dig into
his wallet. But after driving a half-
hour from his home in Colonia, N.J.,
to meet the firm’s recruiters, he says
he found himself once again listening
to a pitch for a career service, without
any prospect of a job.

“It’s extremely frustrating,” says
Mr. Greene, who weeks later was laid
off from the financial-services com-
pany where he worked. “You get very
skeptical about the job market.”

If you’re launching an online job
hunt for the first time in a while, take
caution. What may look like an ad for
employment may lead to something
entirelydifferent,likeahardsellforca-
reer services or job-training manuals.
Orworse, itmightbe aplan byidentity
thieves to get you to share sensitive
personal information via “phishing”
expeditions.Someofthejobpostings—
sometimes for positions long filled—
also could be from recruiting agencies
looking to collect résumés

The problem of job postings that
aren’t what they seem is adding to
the frustrations of the more than
two million recently laid-off work-
erswhoare competingforan increas-
ingly limited number of jobs. The
good news is that there are several
tip-offs that indicate an ad is likely to
lead you down the wrong path. And
as long as you don’t give out any pri-
vate data, getting duped into re-
sponding to a fruitless job ad will
likely only cost you time and energy.

Some recruiting agencies post ads
for eye-catching positions to attract
applicants for the less-desirable jobs

in their portfolios, says Steven Green-
berg, publisher of jobs4point0.com, a
job site for experienced professionals.
Often the jobs were already filled, or
they’re a composite of several ads. Re-
cruitingfirmsdothisbecause“they’re
looking to gather as many résumés as
they can for posting the fewest ads,”
says Mr. Greenberg. Later, they’ll
pitchtheselow-interestjobsto people
whose résumés they’ve collected in
hopes they are desperate enough to

take a less-attractive position.
Meanwhile, independent recruit-

ers often dilute the marketplace by
postingtheir own adsfor thesame po-
sition, says Elaine Rigoli, editor of the
Fordyce Letter, a trade publication for
recruitingprofessionals.They’recom-
peting against one another for a fee
that comes with placing the winning
candidate, she explains. The ads con-
taindifferent languageandcontactin-
formation,givingjobhuntersthefalse
impression that there are several
openingsonthemarket,shesays.Still,
it can be beneficial for job hunters to
applytothemallsincerecruitersdon’t
alwaysagreeonwhomakesanidealfit
for a position, says Ms. Rigoli.

The ads to most watch out for are
those pretending to offer a job but are
really trying to get you to give up per-
sonal information. They often mimic
real postings, with some featuring
companynamesandlogosnearlyiden-
tical to those of actual employers. The
individuals behind these postings
may even exchange multiple emails
with job hunters to build up trust.

To be sure, many job Web sites re-
view submissions to try and prevent
inappropriate ads from getting pub-
lished. A spokeswoman for Career-
Builder says the site employs a team
to screen job postings and verify

their information. But job boards
can’t spot everything ahead of time,
site publishers say. “Fraudulent ac-
tivity across the Internet continues
to evolve and mutate,” writes Ca-
reerBuilder spokeswoman Jennifer
Sullivan Grasz in an email.

So how can you tell if a job posting
is insincere? One sign is that it lacks
details about the hiring companyand
position, says Pam Dixon, executive
director of the World Privacy Forum,
a nonprofit group in Cardiff by the
Sea, Calif., that specializes in privacy
matters. Such an ad might describe
an employer as a “major technology
firm” rather than cite annual sales or
say what kind of technology it pro-
duces. It also might offer a vague job
descriptionorlistasalaryrangespan-
ning more than $50,000. Genuine ads
typically target applicants who have
a specific amount of experience and
pay salaries commensurate with
their backgrounds, says Ms. Rigoli.

You can protect your identity by
providing a resume with a post-of-
fice box address instead of your
home address, says Ms. Dixon. You
might also list just your initials in
the document and consider using a
disposable email address to prevent
spam from clogging up the one you
normally use.
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Microsoft to answer Apple
with mobile-system upgrade

Task force replaces ‘car czar’ idea

L’Oreal profit falls 29%
as sales weaken in U.S.

Luxury-car makers suffer
European companies
adjust strategies
as consumers shift

By Nick Wingfield

And Kathy Sandler

Microsoft Corp. said a new ver-
sion of its operating system for mo-
bile phones will be available by year
end as part of a plan to strengthen
the company’s offerings in
the consumer market.

The Redmond, Wash.,
company’s new operating
system, Windows Mobile 6.5,
is designed to incorporate en-
hancements that are becom-
ing common on sophisti-
cated smart phones, for ex-
ample, better Web browsing
and the ability to operated
phones with touch-sensitive
screens using a single
thumb. Microsoft Chief Exec-
utive Steve Ballmer an-
nounced the new products Monday
in his keynote speech at a mobile-in-
dustry conference in Barcelona.

The improvements are impor-
tant for Microsoft to stay competi-
tive in a category that has experi-
enced significant investment and in-
novation in the past two years from
rivals like Apple Inc. and Google Inc.
Microsoft executives have conceded
that the company has focused too
much in recent years on the business
market for mobile phones, while ne-
glecting features that have started
to catch on with consumers through
products like Apple’s iPhone.

Microsoft will create an online
service, called Windows Market-
place for Mobile, that will let mobile
users wirelessly download software
from independent developers di-
rectly to their handsets. A similar
service from Apple, the App Store,

has become a popular
method for iPhone users
to download everything
from games to social-net-
working software.

“It’s a highly competi-
tive market, because what
happens in the next three
years is going to define
what the industry looks
like in the next 10 years,”
Andrew Lees, senior vice
president of Microsoft’s
mobile-communications

business, said in an interview.
The overhaul includes a redesign

of the Windows Mobile home screen
with big icons, instead of the more
traditional look that borrows from
its Windows desktop ancestry. The
company has widened menus so that
users of touch-sensitive phones can
navigate them with their fingertips
rather than a stylus.

Handset makers say they remain
committed to using Windows Mo-
bile. South Korea’s LG Electronics
Inc., the world’s third-largest hand-
set maker, agreed to make Windows
Mobile the primary operating sys-
tem for its mobile phones.

Source: the company
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By Christoph Rauwald

FRANKFURT—Once envied for
generating the industry’s highest
profitmarginsper car,theworld’stop
three makers of luxury cars are facing
a sea change triggered by imploding
demand amid a broader trend toward
smaller, less-profitable vehicles.

Analysts say they don’t expect the
record earnings reaped in recent
years by BMW AG, Daimler AG’s Mer-
cedes-Benz division and Volkswagen
AG’sAudiunittoreturnanytimesoon.

Sanford Bernstein analyst Max
Warburton says the vast majority of
profits in recent years have come
from high-powered cars bought in
the U.S. and the U.K. as well as newly
wealthy customers in oil-producing
countries. “One could argue these
consumers—at least the Americans
and Brits—are going to have their
spending power constrained for a
long time,” he says.

Even though the three German
car makers appear to have more mus-
cle to steer through the current indus-
try gloom than most of their rivals,
thanks mainly to higher cash re-
serves and relatively low debt levels,
coming quarters are set to be bumpy.

Auto makers around the globe
have been hit hard as major markets
deteriorated in the second half.

“All of the luxury producers are
likely to cancel product-develop-
ment programs, cut capital spending,
cut marketing spend and ultimately
cut head count. But when your top
line is down 25% to 30% these mea-
sures will not restore the business to
profitability,” Mr. Warburton says,
“Losses will be substantial.”

BMW, the world’s biggest seller of
premium cars, posted a 22% drop in
global sales last month at its core
brand to 60,248 vehicles. The world’s
No. 2 luxury-car maker, Mercedes-
Benz, saw sales come in at 53,900
cars, down 35% from a year earlier.
Audi reported that sales fell 29% to
around 56,200 cars.

An incentive plan in Germany to
pay Œ2,500, or about $3,200, to con-
sumers who scrap old cars and buy
new ones is expected to spark de-
mand mainly for small cars rather
than for luxury vehicles. “Examples
in Spain and Italy show that these
plans lead more to market distortion
than sustainable stimulation,” Com-
merzbank analyst Daniel Schwarz
says.

Credit Suisse estimates that Eu-
ropean auto makers burned through
Œ12 billion in the last quarter of
2008. But “hefty cash burn need not
be disastrous and should ease from
the first quarter on, if accompanied
by tight inventory control and suffi-
cient liquidity sources,” Credit
Suisse says.

Spokesmen for BMW, Mercedes-
Benz and Audi say their companies
areseekingtopreserveprofitmargins
asfaraspossibleastheyfocusonprof-
itability rather than sales volume. All
three companies are slashing produc-
tion to avoid the buildup of inventory,
streamliningcoststructuresandpush-
ing for improved efficiency.

“But of course you need a certain
volume for the plants’ utilization,” a
Mercedes-Benz spokesman says.

BMW has launched an overhaul of
its U.S. strategy in order to boost the
profitability of each model line by
raising prices and lowering incen-
tives. The company tries to steer con-
sumers away from leasing into financ-
ing deals through better credit offer-

ings. A BMW spokesman says the por-
tion of leased cars has been reduced
to below 50% in the U.S., BMW’s big-
gest single market.

Mercedes-Benz has just launched
a new version of the E-Class, a key
model, and aims to lure buyers with
state-of-the-art technology, includ-
ing a system alerting drivers when
they are getting tired. Mercedes-
Benz says features like that don’t re-
quire huge investment but bring a no-
ticeable benefit for the customer.

Audi says that in Germany it is
scaling down business with car-
rental companies and cutting em-
ployee vehicles in a bid to reduce the
number of relatively young used cars
in the residual market to stabilize val-
ues. Audi says that as a long-term tar-
get, it wants to make its smaller mod-
els as profitable as its flagship cars.

Analysts see the ability to create
profits with smaller cars as crucial
for premium auto makers.

“That suggests Audi—with VW’s
[economies of scale] and the very
profitable A3—is best positioned.
Next BMW—its Mini and 1 series are
very low-margin at best but at least
have a market niche,” says Sanford
Bernstein’s Mr. Warburton. “Mer-
cedes-Benz looks most exposed of
all. But honestly, they’re all in trou-
ble and are all set to lose lots of
money,” he said.

BMW said Monday it would shed
850 jobs at a U.K. plant where it
makes the compact Mini cars.

Steve Ballmer
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Tapering off
Global sales for some of the world's 
biggest luxury-car makers

Source: the companies
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An employee controls
a Mercedes C-class 

By Deborah Solomon

WASHINGTON—The Obama ad-
ministration has abandoned the
idea of naming a “car czar” to help
oversee the U.S. auto industry’s re-
structuring, instead creating an in-
teragency task force to deal with the
issue, according to senior adminis-
tration officials.

U.S. Treasury Secretary Timothy
Geithner and Lawrence Summers,
who heads the National Economic
Council, will jointly oversee the task
force, with Mr. Geithner managing
the $17.4 billion in federal loan agree-
ments between the auto makers and
the U.S. government.

As a condition of receiving gov-
ernment aid, General Motors Corp.
and Chrysler LLC are required to
submit extensive restructuring
plans and concession commitments
from unions and bondholders by
Feb. 17 to a presidential designee,
commonly dubbed the czar.

The administration has decided
to forgo naming one individual to
oversee the process. The Treasury
Department is expected to bring in

Ron Bloom, a special assistant to the
president of the United Steelwork-
ers union and a former investment
banker, as a senior adviser to help
handle auto-related issues, these
people said.

The hiatus in which the industry
awaited the car czar slowed
progress in restructuring talks be-
tween auto makers, bondholders
and the United Auto Workers union,
according to people familiar with
the matter. Without someone firmly
in charge, the stakeholders haven’t
felt compelled to come to the bar-
gaining table, these people said.

Even without a car czar, GM and
Chrysler have been in daily talks
with White House officials about is-
sues related to the loans they re-
ceived, and are getting guidance on
the restructuring plans they are
crafting, according to people in-
volved in the process.

The auto companies were given
the loans as bridge financing to help
them through tough economic times
and their own missteps while work-
ing on plans to make the industry
more viable for the long term. Govern-

ment officials think both GM and
Chrysler may soon need more money.

GM is expected to tell the govern-
ment that it needs billions of dollars
more in bailout money to fund the
company’s operations or federal assis-
tance as part of a bankruptcy filing,
said people familiar with the matter.

It isn’t clear whether the adminis-
tration may ultimately appoint fin-
ancier Steven Rattner, who was a
leading contender to become the car
czar, to some position in which he is
involved in the auto issue. Mr. Ratt-
ner, a lead player at private-equity
firm Quadrangle, had been involved
in policy discussions with the admin-
istration, according to people famil-
iar with the matter.

UAW President Ron Gettelfinger
and other union leaders have ex-
pressed concern about the delay in
naming an auto czar and its impact on
the companies’ restructuring plans,
saida person familiarwith thematter.

The czar had been expected to be
in place by the middle of February
and work with experts to analyze
the restructuring plans submitted
by GM and Chrysler.

By Max Colchester

L’Oréal SA, the world’s biggest
cosmetics company, reported a
sharply lower profit for 2008,
dragged down by weak sales in the
U.S. and restructuring charges.

L’Oréal, whose brands include
Garnier shampoo, Lancome skin
cream and Giorgio Armani perfume,
reported net income of Œ1.95 billion
($2.51 billion) in 2008, down 27%
from a year earlier. Sales rose 2.8%
to Œ17.5 billion, with Eastern Europe
and Asian markets growing rapidly
even as Europe stagnated and the
U.S. shrunk.

The company said the lower net
profit was in part because of Œ115
million in charges related to closing
a plant in Monaco, restructuring a
site in Wales, and the acquisition of
perfume maker YSL Beaute.

Analysts expressed concern that
L’Oréal missed its sales targets; the
company reported 3.1% growth on a
constant-currency basis, while ana-
lysts were expecting a 4% increase.

“These are disappointing re-
sults,” says Cederic Besnard, an ana-
lyst at HSBC. “Their cost structure
is not flexible enough.”

Jean-Paul Agon, L’Oréal’s chief
executive, said slower consumer
spending combined with negative
currency effects and the increase of
the cost of raw materials damped
sales growth. Sales in the U.S fell
6.6%, but increased 16% in Asia and
20% in Eastern Europe.

The company’s skin creams con-
tinued to sell well, boosted by the
L’Oréal Paris line. “Demand for skin
products is not cyclical,” Mr. Be-
snard said. “It’s hair care and fra-
grances that are suffering.”

Sales of products to professional

salons fared poorly, edging up 0.1%
in the fourth quarter. Sales fell at
the Body Shop, which specializes in
natural cosmetics. The company
said that the slowdown was hitting
its higher-end categories—which in-
cludes Kiehl’s and Lancome—espe-
cially in the fourth quarter.

In December the company an-
nounced plans to cut 500 jobs in the
U.S. L’Oréal didn’t announce any fur-
ther job cuts.

Cosmetics are generally viewed
as relatively resistent to downturns,
as consumers look for affordable
pamperings. This recession has
proven tougher, though.

Other cosmetics makers have re-
ported disappointing earnings as
consumers rein in spending and
switch to less-expensive brands. Es-
tée Lauder Cos., the owner of the Cli-
nique and MAC brands, said sales
fell 12% to $2.04 billion for the sec-
ond quarter ended Dec. 31. For the
same period, Elizabeth Arden Inc.
recorded a 60% fall in net profit to
$13.6 million.
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U.S. is reconsidering
steps to protect airports
Security experts
offer their wish list;
some progress made

By Scott McCartney

The Obama Administration is
considering changes to a host of U.S.
airport security screening proce-
dures. The rethinking comes at a wel-
come time: Travelers have long com-
plained about glacially-slow secu-
rity lines and arduous rules.

While the administration re-
views policies and actions at the

Transportation Se-
curity Administra-
tion, security ex-
perts have their
own wish list of

changes they’d like to see to im-
prove security and enhance passen-
ger convenience.

Some experts suggest that TSA
cut back on the air marshal program,
which puts law enforcement agents
onsome flights,and shift spending to
more effectivesecuritymeasures.Ex-
perts also want to see major changes
in the current “Registered Traveler”
program to further speed up security
procedures for frequent travelers
and focus resources on travelers who
haven’t undergone background
checks. They also want to see more
variation to today’s predictable
screening so bad guys don’t know ex-
actly how to circumvent security.

“The more mysterious you make
it, and the more difficult you make it
to do surveillance on your system,
the better off you are,” said Billie H.
Vincent, former security director at
theFederalAviation Administration.

Homeland Security Secretary Ja-
net Napolitano ordered broad re-
viewsof many homeland security as-
pects on her first day on the job. At
TSA, the study will cover current
strategies, plans and programs and
include “a side by side comparison of
the threat environment, resources
andpersonnel devoted to each trans-
portation sector,” according to the
order she issued. Sec. Napolitano,
the former governor of Arizona, also
has to pick a new head of the TSA.

A few years ago travelers would
be howling for quick change at the
TSA, often maligned for inconsis-
tent rules, rude screeners, sloppy
work and even theft from baggage.

But former TSA Chief Kip Hawley
improved the agency considerably in
the past couple of years. Lines are
shorter; screening procedures are
more consistent, new technology is
beingdeployed.Andsomeofthemost
hatedTSA policies maybeliftedsoon:
Mr. Hawley said last fall that the re-
strictions on carrying liquids into air-
plane cabins could be lifted this year
because new X-ray machines already
in use can identify liquid explosives
with a software upgrade.

“My general sense is that lately,
TSA has been kind of sensible. Fre-
quent travelers understand the rou-
tine, and it’s not so bad now,” says Ar-
nold Barnett,an aviationexpert at the
Massachusetts Institute of Technol-
ogy. In fact, aviation security in the
U.S. has improved enough “to be on
par with Western Europe, and that’s a
significant advance,” he believes.

But problems—and traveler un-
happiness—remain.

Robert W. Poole Jr., director of
transportation studies at the Reason
Foundation, says there are “doable
reforms” that the new administra-

tion should embrace. He hopes TSA
willturn theRegisteredTravelerpro-
gram—which is supposed to offer
quicker security processing for fre-
quent fliers—into a true “trusted
traveler” benefit that would often
even speedier travel for frequent fli-
ers and improve security for all.

Currently, Registered Traveler
vendors verify the identity of travel-
ers enrolled in the program. Names
are matched by airlines against
watch lists, as they are for all passen-
gers, and screening procedures are
essentially the same for all travelers.

Verified Identity Pass Inc.,
which operates the Clear registered
traveler program, helps pay for dedi-
cated security screening lanes and
can move its customers to the front
of the line. That’s the main benefit
you get for a $199 a year service.
Clear collects “biometrics”—scans
of finger prints and iris—from cus-
tomers and turns them into an avia-
tion clearinghouse used to collect in-
formation on airport workers. But
TSA doesn’t use the information.

“The Registered Traveler pro-
gram is a farce in comparison to what
it is supposed to be,” says Mr. Poole.

If registered travelers were given
thorough FBI background screening
and identified at the airport by fin-
gerprints or iris scans, they could go
through quicker screening without
worrying about shoes, liquids, coats
and laptop computers, Mr.Poole con-
tends. “The program is supposed to
help TSA focus resources where they
need to be,” he said.

Verified Identity Pass says it be-
lieves the new administration, which
has talked about smarter risk man-
agement, will embrace an overhaul
of the Registered Traveler program
and give people who pay for the pro-
gram real additional benefits.

TSA has said in the past it wor-
ried about a “clean skin” terrorist
who could pass a background check,
so it has insisted that all travelers
get much the same screening. But ad-
vocates like Mr. Poole point out that
a “clean” terrorist could still gain ac-
cess to airports and airplanes with
an airport service job.

TSA spokesman Christopher
White says Registered Traveler “is a
private sector program with no secu-
rity benefit. In the future, it could
pose a benefit, particularly in the
area of identity verification.”

To some security experts, the dra-
maticchangestheythink arerequired
to improve aviation security would
likely be politically unacceptable.

Bruce Schneier, chief security
technical officer at telecommunica-
tions giant BT Group plc and author
of several books on security, says air-
port screening should be more gen-
eral, more adaptable and a lot less
expensive. He’d return to pre-2001
type simple screening and the hun-
dreds of millions of dollars he thinks
could be saved would be spent on im-
proving intelligence, investigations
and emergency response.

“Politically you can’t do that,” he
said. The public expects a major
show at airport security check-
points, even if it can be circum-
vented by terrorists. “Our entire se-
curity policy is designed to make
sure the last attack doesn’t happen
again. But the bad guys pick what
you won’t catch,” Mr. Schneier said.

TSA’s Mr. White says TSA under-
stands the need to avoid being static
and has adapted to different threats.
“We are always looking to increase
unpredictability,” he said. “The day
you stop is the day you get beaten.”
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In a TV spot for Bounty paper towels, mother and daughter build a volcano as a
science project. The volcano ‘erupts’ and makes a mess, but mom keeps her cool.

Bounty softens its alarm
In new ads, spills
produce less tension;
attitude is ‘bring it’

By Rick Carew

China Minmetals Corp. is lead-
ing its home country’s latest push to
secure natural resources abroad,
launching a takeover bid for Austra-
lian miner OZ Minerals Ltd.

On Monday, Minmetals offered
to buy OZ Minerals for 2.6 billion
Australian dollars (US$1.71 billion),
or 82.5 Australian cents per share.
That’s a 50% premium to the stock’s
last price before trading was halted
Nov. 27 amid negotiations with lend-
ers over the miner’s A$1.1 billion of
debt.

OZ Minerals—one of the world’s
largest producers of zinc—has been
struggling to refinance US$560 mil-
lion of loans by a Feb. 27 deadline.
With the company facing the pros-
pect of being forced into receiver-
ship, its directors are unanimously
recommending the Minmetals deal,
which will see the Chinese group
take on all of OZ’s debt.

Many Australian miners made
large investments or acquisitions as
demand from China and India
pushed up global prices, and took on
a lot of debt in the process. Now,
they are struggling to repay those
loans.

OZ Minerals, which has substan-
tial copper assets in addition to
zinc, is symbolic of the fallen Austra-
lian miners. The company, which re-
sulted from the merger of two
smaller miners in June 2008, inher-
ited a debt burden from its predeces-
sor Oxiana, which borrowed to cob-
ble together a network of mines.

Chinese companies have seen a
buying opportunity. The OZ Miner-
als offer follows on the heels of Alu-
minum Corp. of China’s US$19.5 bil-
lion deal last week to invest in Rio
Tinto, a global supplier of iron ore,
copper and coal.

China Development Bank, which
provided the bulk of the funding for
Chinalco’s two-stage combined
$33.5 billion investment in Rio
Tinto, is also funding the OZ Miner-
als deal.

Minmetals itself struck a deal
last week to buy a 70% stake in To-
ronto-listed Macarthur Minerals
Ltd.’s Australian iron-ore project for
100 million Canadian dollars (US$81
million).

China already has significant do-
mestic supplies of zinc, which is
most often used in anticorrosive
coatings for steel. China’s demand
for steel has soared in recent years
as the country’s urbanization has
picked up steam.

Founded in 1950, Minmetals oper-
ates a sprawling empire of subsidiar-
ies that import and export commodi-
ties but also engage in other busi-
nesses; one, for example, owns the
Shangri-la Hotel in Beijing. Led by
Chairman Zhou Zhongshu, the com-

pany is moving to broaden its busi-
ness globally by investing in mines
from Peru to Australia.

In 2007, Minmetals had revenue
of US$21.8 billion and earned a
profit of 7.1 billion yuan (US$1.04 bil-
lion), according to its Web site.

Minmetals also boasts close ties
to the Chinese government, operat-
ing under the direct supervision of
the State Council, China’s highest ad-
ministrative body. In 1999, Minmet-
als was listed as one of 44 “key enter-
prises with a great bearing on na-
tional security and economic life,”
according to its Web site.

In 2005, Minmetals launched a
C$6 billion bid for Noranda Inc., Can-
ada’s biggest mining company by
sales at the time. The deal for the
copper and zinc producer fell apart
in 2005 after competing bidders en-
tered the picture and opposition to a
deal arose from some Canadian poli-
ticians.

In December 2007, Minmetals
succeeded in buying Canadian-
listed Northern Peru Copper Corp.
in a joint bid with Jiangxi Copper Co.
for C$455 million.

The OZ Minerals takeover offer
will face scrutiny from Australian
regulators, in particular the Foreign
Investment Review Board overseen
by Australian Treasurer Wayne
Swan. The board also will examine
Rio Tinto’s deal with Chinalco.

While OZ Minerals’ assets are of
less national importance to Austra-
lia than Rio Tinto’s, the government
will have to wrestle with the fact
that if it rejects the Minmetals deal,
the company could fold, resulting in
job losses.

UBS AG advised Minmetals. Cali-
burn Partnership and Goldman
Sachs JBWere advised OZ Minerals.
 —Alex Wilson

in Melbourne, Australia,
contributed to this article.

China Minmetals makes
offer for OZ Minerals

Genome is tool for beauty firms

By Ellen Byron

The quicker picker-upper is get-
ting a pick-me-up. This week,
Bounty paper towels, made by
Procter & Gamble, plans to unveil
an ad campaign designed to reflect

what P&G says is to-
day’s more cavalier
attitude toward

household messes.
For nearly 20 years, Bounty ads

stuck to the theme of “Little Kids,
Big Spills and Messes,” usually fea-
turing a child’s messy mishaps, a
mother’s panicked gasp, and then a
Bounty paper towel coming to the
rescue. “There were tense moments
about the spill, and Bounty was
there to help resolve the tensions
that she had,” says Eric Higgs, P&G’s
Bounty brand manager.

Bounty’snewmarketingeffortem-
braces the thrill of the spill. Centered
on the phrase “Bring It,” the ads de-
pict a happy, relaxed mother cleaning
up the mess from an erupting volcano
she and her daughter have built in the
kitchen as a science project.

“She’s looking to be in a proactive
role [rather] than a reactive role,”
Mr. Higgs says. Bounty’s ads focus on
mothers because women make up
the majority of the brand’s consum-
ers, he says.

P&G researchers, studying the at-
titudes of mothers for nearly five
years, concluded that today’s
Bounty users are more relaxed about
household spills, or at least aspire to
be calmer about them. “Most moms
really want to be that mom who says
‘bring it,’ ” says David Corr, execu-
tive creative director for Publicis
New York, the Publicis Groupe unit
that created the ads.

Bounty’s marketing push, which
still employs its nearly 40-year-old

“quicker picker-upper” slogan,
comes as cash-strapped shoppers
try to shrink their grocery bills, with
many opting for less-expensive pa-
per towels or none at all.

Spending on household towels
and facial tissues is a little more dis-
cretionary than on some other prod-
ucts. “If you run out at home, it goes
on the list, but if you’re out of pay-
check, it may wait until the next pur-
chase cycle,” said Thomas Falk,
chief executive of Viva and Scott
brand towel maker Kimberly-Clark,
on a conference call last month.

Meanwhile, competition from
private-label paper towels is intensi-
fying. “It’s a very vulnerable cate-
gory,” says Thom Blischok, presi-
dent of consulting and innovation
for market-research firm Informa-
tion Resources Inc.

Persuading shoppers to pay
more for paper towels by adding or
improving features is a tougher sell
in a down economy, analysts say.
“Consumers aren’t moving away
from paper towels, but they are mov-
ing down to less-expensive op-

tions,” says Lynn Dornblaser, direc-
tor of trend insights at market-re-
search firm Mintel International.
“They’re not paying extra for the pa-
per towels that are specially perfo-
rated, or have pretty designs, or
even for the leading brand that has
all this enhanced functionality.”

So far, market-leading Bounty
has held its own, bolstered by its bar-
gain-priced Bounty Basic line,
launched in 2004. P&G’s U.S. paper-
towel sales totaled $1.08 billion last
year, up 7.6% from the year before.

P&G says its emphasis on the
strength of Bounty’s individual sheets
has helped sway consumers seeking
value, especially with ads touting how
asheetcanbereusedformultiplejobs.
Indeed, the new Bounty ads ask, “Why
use more when you can use less?” and
introduce an upgrade to the compa-
ny’s core Bounty paper towels, which
now promise a 25% thicker sheet.

“You’ll see a conversation about
how one sheet keeps working, and
one sheet of Bounty being compared
to two sheets of a bargain brand,”
Mr. Higgs says.
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ADVERTISING

By Ellen Byron

As scientists worked toward se-
quencing the human genome, many
researchers embraced an exciting
new tool that might offer insight into
diseases.AtProcter&GambleCo.,re-
searchers saw an additional benefit:
new ways to develop dandruff sham-
poo, skin cream and toothpaste.

Tenyearsago,P&Gbeganusingge-
nomictoolsinalaboratorynearitsCin-
cinnati headquarters to learn how
skinreactsatthemolecularleveltofac-
torssuchasproductingredientsoren-
vironmental changes, and to use that
knowledge to improve its consumer
staples and health-care products.
Now, those efforts are starting to hit
store shelves, most recently with last
month’s launch of Olay Pro-X, a line of
skin creams sold through drugstores
and other mass-market retailers.

In the increasingly competitive
realm of beauty-product innovation,
bragging rights are important, partic-
ularly with antiaging treatments.
P&G claims to be one of the first con-
sumer-products companies to use
the gene chip, a tool that allows scien-
tists to analyze how gene activity
changes in response to stimuli.

P&G’s chief beauty competitor,
L’Oreal SA, says its Lancôme
Genifique is the “first to apply pro-

tein testing to skin care,” based on
the analysis of 4,400 genes. Estée
Lauder Cos. uses gene-expression
technology and collaborates with
prominent scientists in genomics, a
company spokeswoman says.

Of course, as genetic data become
more accessible to more product de-
velopers, so does the potential for ex-
otic claims. “Overall, it seems that the
marketingtendstobeaheadofthesci-
ence,” says Alan Guttmacher, acting
director of the National Human Ge-
nome Research Institute, an arm of
the National Institutes of Health.

With Olay Pro-X, P&G used its ge-
nome laboratory to detect the differ-
ences between young and old skin.
That helped it better determine
which active ingredients to use in try-
ing to spark the molecular responses
that makes old skin act younger. “We
now understand at the gene level
what’s happening during aging, and
that makes us better equipped to in-
tervene,” says Greg Hillebrand, a P&G
principal scientist.

In 2007, a team of P&G research-
ers published the results of using ge-
netic technology to sequence the
genes of malassezia globosa, after
identifying the fungus as something
that grows on everyone’s scalp but
causes dandruff on those who have
an inflammatory response to it. Fo-

cusing on active ingredients that
curb the fungus, P&G’s Head & Shoul-
ders brand reformulated its sham-
poo to improve its performance.
Meanwhile, researchers are compar-
ing human-genome sequences
against that of the fungus to better
understand how the two interact.

“We can look at how the scalp re-
sponds to the fungus by changing its
geneexpressions,aswellashowthefun-
gus changes when it’s on the scalp,”
says Jay Tiesman, a P&G scientist who
heads the company’s genomics lab.

So far, P&G hasn’t advertised the
genomic research behind its prod-
ucts, but it serves as an important
tool for recruiting scientists who
might not otherwise be drawn to a ca-
reer spent developing products like
deodorant and laundry detergent.

Among P&G’s latest targets: the
gum disease gingivitis. The company
recently completed a study in collabo-
ration with the University of North
Carolina that studies how gene activ-
ity changes when gums develop gingi-
vitis and then recover from it.

“That’s important for Crest
[toothpaste] and Oral B [tooth-
brushes] to help pinpoint the way
we should go about fighting gingivi-
tis,” says Mr. Tiesman. “At a molecu-
lar level, you can get some novel in-
sights into how to combat it.”

A consortium comprised of 3i
Group PLC’s infrastructure busi-
ness, Teachers’ Pension Plan and
Canada Pension Plan has stopped
working on a bid for London’s
Gatwick Airport, people familiar
with the situation said Monday.

Airport operator BAA Ltd., a
unit of Spain’s Grupo Ferrovial
SA, put Gatwick on the block in Sep-
tember after the U.K.’s competi-
tion watchdog suggested BAA sell
three of its seven airports.

Remaining bidders include

Gatwick Future Partnership,
which comprises Deutsche Bank
AG unit Rreef Alternative Invest-
ments and Australia’s Babcock &
Brown Capital Ltd.; Global Infra-
structure Partners, which includes
General Electric Co. and Credit
Suisse Group AG; and Lysander
Gatwick Investment Group, a con-
sortium comprising a Citigroup
Inc. infrastructure fund, Vancou-
ver Airport and John Hancock Life
Insurance Co., people familiar
with the matter said.

Team drops from Gatwick bidding
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Dr. Craig Alan Bittner promoted ‘liposculpture’ in ads until closing his practice.

Before you go under the liposuction knife
It pays to check
medical credentials;
Dr. Bittner’s case

By Rhonda L. Rundle

F
ROM a swank office on
Beverly Hills’ Rodeo
Drive, Craig Alan Bittner
built a busy cosmetic-sur-
gery practice that special-

ized in a procedure he called liposcu-
lpture.

He spread the word through mag-
azine ads in which he referred to

himself as Dr. Lipo
90210. He sent out
mailings showing
before-and-after
pictures of wom-

en’s love handles, thighs and abdo-
mens. Though he touted liposculp-
ture as “an advanced technique,”
the procedure is essentially a mar-
keting term for common liposuction
surgery, medical experts say.

Then, in December, Dr. Bittner,
who is in his early 40s, shuttered his
Beverly Hills Liposculpture prac-
tice. The California Medical Board is
looking into patient claims that Dr.
Bittner allegedly allowed unli-
censed office staff to perform cos-
metic surgery. Investigators from
the board’s enforcement arm exe-
cuted a criminal search warrant of
his offices in Beverly Hills and Irv-
ine, Calif., and his Santa Monica resi-
dence in November. The warrant,
signed by a state superior court
judge, sought information concern-
ing at least 15 of Dr. Bittner’s pa-
tients, whose names were listed on
the warrant; employment records
for office staff; and “evidence tend-
ing to show the unlicensed practice
of medicine.”

No charges have been filed
against Dr. Bittner, and it remains
unclear whether he engaged in any
wrongdoing pending the outcome of
the California board’s inquiry. “In-
vestigations are not public record,”
said Candis Cohen, a board spokes-
woman.

Dr. Bittner’s current where-
abouts couldn’t be confirmed. In a
farewell letter to patients left on his
Web site, he wrote that he was relo-
cating to South America to do volun-
teer work with a small clinic “where I
canhelpthosemostinneed.”Inatele-
phone interview last month, Dr. Bitt-
ner denied any wrongdoing and said
he“retired” because hewasn’tenjoy-
ing his work anymore. He didn’t say
where he was calling from, and the
line went dead midconversation.

Dr. Bittner claimed that what
prompted the board’s scrutiny of
him was an unusual element of his
practice—using his patients’ har-
vested fat to fuel his car. Dr. Bittner
publicized this unorthodox use of
body fat on a now-defunct Web site,
lipodiesel.org.

The field of cosmetic surgery is
rife with inflated promotional
claims and malpractice suits. Still,

the controversy over this high-pro-
file practitioner of liposuction, the
most common form of cosmetic sur-
gery, spotlights some lessons for pa-
tients in how to pick a doctor in this
popular field.

Plastic surgery has for years at-
tracted doctors from unrelated spe-
cialtieswho are able to acquire a min-
imum level of training in cosmetic
medicine by attending courses for
briefperiods,medical expertssay. Li-
posuctionsurgeons mayend up com-
peting for patients mainly on the ba-
sis of aggressive marketing and ad-
vertising claims that tell consumers
little about their medical qualifica-
tions. Fully trained plastic surgeons
and dermatologists frequently com-
plain about having to compete with
newcomers who have little experi-
ence in the field.

State records show that Dr. Bitt-
ner graduated from the Johns Hop-
kins University School of Medicine
in 1993. He is a licensed doctor with
board certification in interven-
tional radiology, a field unrelated to
cosmetic medicine. In the telephone
interview, he said his liposuction
training came from a two-month ap-
prenticeship with a dermatologist
in South Florida, who he said is now
deceased. He also said he trained
with surgeons in Europe and at-
tended programs at meetings of the
American Academy of Dermatology.

Consumers seeking cosmetic sur-

gery are able to check a doctor’s cre-
dentials by going online. Details
about a physician’s board certifica-
tion can be found at the American
Board of Medical Specialties Web
site (abms.org). Medical experts gen-
erally recommend choosing some-
one who is board certified either in
plastic surgery or dermatology and
has performed large numbers of lipo-
suction surgeries. Patients also
should check with a state medical
agency Web site to see if any action
has been taken against a physician’s
license.

John Canady, professor of plas-
tic surgery at the University of Iowa
and president of the American Soci-
ety of Plastic Surgeons, said pa-
tients should question a surgeon
about plans for handling a medical
emergency. He says prospective pa-
tients should ask what the doctor’s
procedure is for handling events
such as a heart attack during sur-
gery, or an infection which could de-
velop later. If doctors seem to be
“dancing around” answering ques-
tions about their credentials, train-
ing or emergency procedures, “I
would start to feel very uncomfort-
able,” Dr. Canady said.

There were 456,828 liposuction
procedures performed in 2007, the
latest data available, an increase of
13% from a year earlier, according to
the American Society for Aesthetic
Plastic Surgery. To perform liposuc-

tion, a practitioner must be a doctor,
but isn’t required to have any special
licensing or certification. In many
states, a licensed physician assistant
can participate in the surgery, but
only under a doctor’s supervision.

Cosmetic surgeons say they are
seeing fewer patients because of the
recession. Still, magazines, newspa-
pers and the Internet continue to be
full of ads for liposuction, many of-
fering steep discounts.

One liposuction patient drawn
by Dr. Bittner’s marketing was Kelli
Michael, a 35-year-old nutritional-
products salesperson in Southern
California. Ms. Michael said she con-
tacted Dr. Bittner two years ago af-
ter doing an online search. “Every
time I put in anything that had to do
with liposuction, his name was the
first to pop up,” she said. “He was on
Rodeo Drive, so you would think he
would be good,” she added.

Ms. Michael said she complained
to Dr. Bittner repeatedly about the
results of her surgery, which she
claims left her with uneven scar tis-
sue “as hard as a rock” above her
belly button. She said Dr. Bittner dis-
missed her complaints. Ms. Michael
said she told a medical board investi-
gator late last year that Dr. Bittner
appeared only at the end of her sur-
gery and that most of it was per-
formed by “a man and a woman, tak-
ing turns.” She didn’t recall their
full names.

Ms. Michael was among the pa-
tients whose names were listed on
the search warrant seeking records
from Dr. Bittner’s practice.

Other patients have filed mal-
practice suits against Dr. Bittner,
claiming that he allowed unlicensed
staff in his office to perform parts of
their operations.

Benjamin Gluck, a Los Angeles
criminal attorney representing Dr.
Bittner and his practice, denied any
wrongdoing by anyone in Dr. Bitt-
ner’s office. “No criminal charges

have been filed against him,” Mr.
Gluck said, adding, “We are litigat-
ing the search warrant and the man-
ner in which it was executed.” He
said the investigators improperly
took legal files and correspondence
with attorneys.

“We believe the evidence sup-
ports our actions,” said Ms. Cohen,
the medical board spokeswoman, in
response to Mr. Gluck’s challenge of
the search warrant.

Dr. Bittner said he faces four mal-

practice suits. “It’s not surprising
that after 7,000 cases, there are four
lawsuits, especially in a bad econ-
omy,” he said in the telephone inter-
view. As for the criminal probe, he
said that certain parts of the surger-
ies done at his Beverly Hills practice
were lawfully performed by li-
censed physician assistants under
his supervision. “On every single pa-
tient, I did the final work, the sculpt-
ing,” Dr. Bittner said.

This isn’t Dr. Bittner’s first
run-in with the California Medical
Board. Before turning to liposuc-
tion, he operated a chain of radiol-
ogy-imaging shops in California and
other states. He offered magnetic
resonance imaging, or MRI, that he
claimed was better than mammogra-
phy for detecting breast cancer. In
2003, the California board claimed
this was false advertising in a civil
suit it filed against him and the com-
pany he founded, HealthScan Amer-
ica Inc. The shops closed at about
the same time. In 2004, a California
state court ruled against the busi-
ness and ordered it to pay $1 million
in penalties. The court dismissed Dr.
Bittner from the suit.

Dr. Bittner said in the telephone
interview that his approach to pre-
ventive medicine using MRI to
screen for breast cancer was “ahead
of its time.”

Annual mammograms are still
the staple prescription for women
at average risk of breast cancer. But
the American Cancer Society in
2007 issued new guidelines recom-
mending annual MRIs, in addition to
mammograms, for women with cer-
tain genetic mutations tied to breast
cancer and those whose family his-
tory signaled a significantly ele-
vated lifetime danger of the disease,
among other high-risk categories.

In promotional materials for his
liposuction practice, Dr. Bittner
identified himself as Alan Bittner, us-
ing his middle name. Earlier, in pro-
motional materials for his radiology
shops, he identified himself as Craig
Bittner, using his first name.

Dr. Bittner defended his use of
discarded body fat from his patients
to fuel his car and said he received
signed consents from patients who
were told of the intended use. Still,
“the medical board went ballistic”
about this practice, he said.

Using medical waste obtained
from liposuction as a biofuel “is not
currently an approved alternative
treatment technology,” according
to the California Department of Pub-
lic Health. To seek approval, an indi-
vidual would have to submit an ap-
plication to the department for this
alternative use. There is no record
of Dr. Bittner filing such an applica-
tion, a department spokesman said.

The practice spurred “death
threats against me and my staff,” Dr.
Bittner said. “I thought it was a
great thing to demonstrate to the
world how many ways there are to
solve the energy crisis.”

Melinda Beck is on assignment. Email
healthjournal@wsj.com.
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job ad. Page 29
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Cilantro haters boo ‘fetid barb of green.’
Sites emerge as a place for the multitudes
who share aversion to the herb. Page 30

HEALTH
JOURNAL

Body sculpting
What to do before going for
liposuction:

n Learn about liposuction and find
surgeons at asds.net and
plasticsurgery.org.

n Check if a doctor is certified in
plastic surgery or dermatology at
abms.org.

n Ask how a doctor would handle a
medical emergency.
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By Ting-I Tsai

And Ian Johnson

TAIPEI—Boosted by strong
sales of low-end notebook comput-
ers and the launch of a smart
phone, Taiwan computer maker
Acer Inc. hopes to benefit from the
economic downturn and looming
industry consolidation, and to ex-
pand its market share.

In an interview Monday, Acer
Chairman J.T. Wang said the com-
pany, which is neck-and-neck with
Dell Inc. for second place in the
market for notebook personal com-
puters, after No. 1 Hewlett-Pack-
ard Co., aims to take over the top
spot in that market by 2011, or pos-
sibly even next year.

Mr. Wang also said he expects
some computer makers to fold dur-
ing the current slump, leaving
only four to five profitable com-
puter makers over the next few
years.

“In the process of consolida-
tion, we are gaining a favorable po-
sition,” Mr. Wang said. “This is an
opportunity.”

Mr. Wang’s goal is an aggres-
sive one, but Acer has grown more
quickly than its rivals in recent
years. Its PC shipments increased
31% in the fourth quarter of 2008
from a year earlier, giving it 12% of
the overall PC market, compared
with 13% for Dell and 19% for H-P,
according to technology-research
company Gartner Inc. Acer’s share
of the notebook PC market is larger
than its overall market share.

Mr. Wang said U.S. and Japa-
nese computer makers have under-
estimated the demand for mini-
notebooks, or netbooks, lighter
portable PCs that generally offer
fewer features but also cost less.

Acer introduced its first mininote-
book in July, making it one of the
first major PC makers to do so, al-
though rivals have since intro-
duced their own. Mininotebooks
now account for about 30% of Ac-
er’s notebook PC sales, Mr. Wang
said. Acer expects global sales of
mininotebooks in 2010 to be be-
tween 25 million and 35 million
units a year, or 15% to 20% of the
company’s total PC sales, he said.

“We found out that our Ameri-
can competitors are not aggres-
sive in [the netbook] segment,”
said Mr. Wang, “but we think this
segment is very big.”

Meanwhile, Acer is branching
out into the phone business. The
company plans to introduce its
first smart phone, timed to the
start of the Mobile World Con-
gress Monday night in Barcelona.
Mr. Wang said Acer expects sales
of such handsets could account for
10% of Acer’s revenue within three
years, adding that it will be sold
initially in 12 countries.

Acer is one of several computer

makers entering the crowded but
fast-growing market for smart
phones, which can provide such
services as Web browsing and
email, in addition to voice calling.

Rival PC and smart-phone
brands, including Asustek Com-
puter Inc. and High Tech Com-
puter Corp, are also scheduled to
launch new smart-phone models
at the Barcelona trade show. HTC
is scheduled to introduce both its
Touch Diamond 2, aimed at the
consumer market, and the Touch
Pro 2, aimed at business users,
there Monday. Dell is expected to
launch its first smart phone soon.

Mr. Wang said Acer hopes to dis-
tinguish its smart phones by seam-
lessly integrating them with its
PCs, allowing users to transfer data
from one product to the other. He
said smart phones could one day
surpass notebook PCs as a way for
consumers to access the Internet.

“If we don’t enter the market,
then the cellphone makers will en-
ter our market within three
years,” Mr. Wang said.

Acer spies opportunity
Firm sees downturn
benefiting market
for low-end laptops

Bird may have led to copter crash

CORPORATE NEWS

Acer Chairman J.T. Wang, seen above in 2006, said he expects some computer
makers to fold in the current industry downturn.

GLOBAL BUSINESS BRIEFS

Air Liquide SA

French industrial-gases company
Air Liquide SA unveiled an 8.6% in-
crease in full-year net profit and said
it is stepping up cost cutting to help
ensure earnings growth in 2009. Net
profit rose to Œ1.22 billion ($1.57 bil-
lion) from Œ1.12 billion a year earlier,
as revenue was up 11% at Œ13.1 billion
from Œ11.8 billion. Air Liquide, the
world’s leading supplier of industrial
gases, is seen as a strong performer
in a market downturn as many of its
products are indispensable to indus-
try and it usually operates long-term,
take-or-pay contracts. “In 2009, our
priorities are going to be cash man-
agement, increased efforts in cost
containment, and greater selective-
ness in our investments,” Chief Execu-
tive Benoît Potier said in a statement.
The company has raised its 2009 cost-
savings target above Œ250 million, he
said. The company achieved Œ230 mil-
lion of savings in 2008. Shares in Air
Liquide were up 5.3% in afternoon
trading, making it the leading gainer
on a CAC 40 index down 1.6% overall.

Brambles Ltd.

Global logistics firm Brambles
Ltd. said it will book up to $169 mil-
lion in restructuring costs and that a
dramatic slowdown in key U.S.and Eu-
ropean markets means it is unlikely to
achieve full-year earnings forecasts.
Shares in the world’s largest supplier
of pallets fell to a record low Monday
after it also reported a 28% drop in
net profit to $212.8 million for the six
months ending Dec. 31, from $293.7
million a year earlier. Profit after tax
from its continuing operations, butbe-
fore significant items fell 8% to
$270.5 million. Brambles operates in
over 45 countries, generating more
than 80% of its revenue and earnings
from its CHEP pallet-pooling busi-
nesses, which leases around 300 mil-
lion pallets and plastic containers.
The company said that since its an-
nual meeting in November “there has
been a further sharp deterioration in
trading conditions around the globe.”

—Compiled from staff
and wire service reports.
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By Andy Pasztor

U.S. investigators increasingly
suspect that a collision with a bird
led to the crash last month of a
widely used Sikorsky helicopter
model that killed eight people in the
Gulf of Mexico, according to indus-
try officials and safety experts.

The Jan. 4 crash of the Sikorsky
S-76C chopper, manufactured by a
unit of United Technologies Corp.,
initially had stumped crash investiga-
tors, who had previously ruled out en-
gine, transmission, electrical or hy-
draulic failures. The National Trans-
portation Safety Board, which is
heading the probe, also said the chop-
per didn’t run out of fuel, hit some
other aircraft or suffer a problem
with its rotors. Now, investigators
think a bird strike destroyed the
windshield, which somehow resulted
in nearly turning off the engines.

It is too early to say whether the
latest theory will hold up. But the ini-
tial difficulty in determining a cause
raised widespread safety concerns.
The Sikorsky chopper is a work-
horse for many offshore-oil opera-
tions, emergency-medical transport
firms and other commercial ser-
vices world-wide, and there are
about 700 of the models in opera-
tion. The chopper was being used by

Royal Dutch Shell PLC’s U.S. unit to
transport workers to offshore facili-
ties in the Gulf of Mexico. After the
crash, Shell temporarily grounded
its entire fleet of S-76C choppers.

If a bird strike is ultimately deter-
mined to be the cause, the chopper
crash would be the second instance
in less than two weeks in January
that bird strikes caused high-profile
aviation accidents in the U.S. A crip-
pled US Airways jetliner ditched in
New York City’s Hudson River in mid-
January after birds seriously dam-
aged both of its engines, but there
were no fatalities.

The NTSB initially had said it
didn’t find any evidence of a bird
strike in the helicopter crash. But in-
vestigators have since changed their
focus, according to people familiar
with the details. The NTSB has sent
materialtakenfrominsidethecockpit
to wildlife experts atthe Smithsonian
Institution in Washington to deter-
mine whether it came from a bird, a
boardspokesman confirmed overthe
weekend. The spokesman also said
theboardisexaminingthecenterpost
ofthewindshield.Thatisnearthesus-
pected point of impact with a bird.

Analysisofthesoundscapturedby
thecockpitvoicerecorderrevealasud-
den loud bang followed by an intense
rush of wind, according to people fa-

miliar with the details. The board has
saidthatonesecondlater,powerfrom
bothofthehelicopter’senginessimul-
taneouslydroppedtoalmostnothing.
Airspeed decreased slightly for the
next 10 seconds, according to the
board, while the helicopter de-
scended and ultimately crashed.

Onetheoryisthataremnantofthe
windshield, or some other force cre-
atedbytheimpact,retardedthethrot-
tles and nearly shut off the engines.

Othersignspointinthesamedirec-
tion.Sikorsky,themanufacturerofthe
helicopter,appearspoisedtoissuealet-
terwarningoperatorsaboutthepoten-
tial dangers of installing certain kinds
of acrylic windshields. Such wind-
shieldsaresometimesretrofittedinhe-
licopters in order to save weight, but
the crash has raised questions about
thestrength ofsome ofthem.

A spokesman for Sikorsky didn’t
have any comment. A spokesman for
PHI Inc. of Metairie, La., which oper-
ated the helicopter, has declined to
take questions on the crash or the in-
vestigation.

The crash happened in clear
weather while the helicopter was
cruising at roughly 225 kilometers
per hour at an altitude of 213 meters.
At such a low altitude, the pilots
wouldhavehadlittletimetorespond
to a near-shutdown of engines.

Hennes & Mauritz AB

Fashion chain posts 1% fall
in January same-store sales

Hennes & Mauritz AB of Sweden
reported a small decline in January
sales from stores open at least a
year, as consumers reduced their
spending. H&M, the world’s third-
largest fashion chain by revenue be-
hind Gap Inc. of the U.S. and Inditex
SA of Spain, said January same-
store sales fell 1% from a year ear-
lier. It was H&M’s smallest drop in
same-store sales in six months. The
retailer’s total January sales, which
include sales in new stores, rose 9%.
As of Jan. 31, H&M had 1,741 stores
world-wide, up 14% from 1,524 a
year earlier. Evli Bank analyst
Anders Wiklund cautioned against
viewing this as the start of a recov-
ery for the fashion-retail market.
“It’s too early to say you can see
things brightening,” he said.

ING Groep NV

Dutch bank and insurance com-
pany ING Groep NV won’t renew its
sponsorship of Renault SA’s For-
mula One auto-racing team after the
2009 season. The move is part of
cost cutting at ING, which has re-
ported multibillion-euro losses and
received a bailout from the Dutch
government as a result of the finan-
cial crisis. ING said last month it
would reduce spending on F1 by 40%
this year and review participation af-
ter 2009. The company’s total F1
budget was about Œ75 million ($96.7
million) before the cut.

Alandsbanken Abp

Finnish bank Alandsbanken Abp
will pay 414 million Swedish kronor
($49.5 million) to acquire parts of
Icelandic bank Kaupthing’s Swedish
arm. Alandsbanken—the leading
bank on Aland Island, Finland’s
smallest autonomous province—
said it will take over the subsidiary’s
private banking, asset management
and capital-markets operations.
The deal will enable the bank to re-
pay a five billion kronor credit line
Sweden’s central bank provided
Kaupthing Bank Sweden AB to stave
off a domestic financial crisis in Oc-
tober last year.

Premiere AG

Pay-television broadcaster Pre-
miere AG of Germany on Monday
posted a wider fourth-quarter net
loss as revenue fell and operating
costs rose. The broadcaster’s net
loss widened to Œ114.3 million
($147.3 million) from a loss of Œ23.5
million a year earlier, while revenue
declined 10% to Œ236.1 million. Pre-
miere, which holds the live broad-
cast rights for soccer games from
Germany’s top league, failed to gain
customers in the crucial holiday pe-
riod, but said it expects to do so
from the third quarter of this year. It
said it lost 12,000 customers on a
net basis in the fourth quarter,
partly because it discontinued its
prepay offer from November. The
company said it expects to be unprof-
itable until the end of 2010 because
of higher program and marketing
costs. Shares in Premiere fell 14%, or
40 European cents,to Œ2.37. News
Corp., which owns Wall Street Jour-
nal publisher Dow Jones & Co., has a
29% stake in Premiere.

TNT NV

TNT NV reported a 60% fall in
fourth-quarter net profit, hit by
sharp volume declines at its interna-
tional express unit and charges.The
Netherlands-based postal-services
company declined to give an out-
look for 2009, saying that the year
will be challenging and volumes are
expected to remain under pressure.
TNT said net profit fell to Œ59 mil-
lion ($76 million) from Œ148 million
a year earlier. The results were
weighed down by lower volumes at
the company’s troubled express unit
as well as Œ152 million in restructur-
ing and impairment charges. The
charges are related to decommis-
sioning part of TNT’s air fleet, 1,000
job cuts and the revamp of both the
mail and express businesses. The
bottom line in the year-earlier pe-
riod was also hit by a Œ110 million re-
structuring charge. Revenue fell
2.4% to Œ2.93 billion from Œ3 billion.
TNT warned that it expects 2009
revenue at the express unit to fall be-
cause of lower fuel surcharges and
lower volumes.
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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 Closed

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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Follow the markets throughout
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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

ArcelorMittal Fin 860 –33 –98 –208 Rep Austria 174 16 32 33

Norske Skogindustrier 1238 –16 –125 12 Stora Enso  526 16 –14 45

Klepierre 801 –15 –59 –96 Hammerson  784 16 –133 –166

Smurfit Kappa Fdg 911 –10 –43 31 Tomkins 556 17 –37 –109

Rhodia 1320 –9 –197 93 Bk of Scotland 141 17 25 43

Sol Melia 606 –8 –15 –30 Lloyds TSB Bk 142 17 26 45

Invensys 261 –6 –24 –32 Accor 192 21 14 72

Repsol YPF 274 –5 –22 –37 UPM Kymmene 400 21 7 27

Inv AB  225 –4 –3 –26 Rep Irlnd 351 28 93 95

Reed Elsevier 125 –4 –30 –107 Contl AG 1100 76 99 137

Source: Markit Group

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

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

L.M. Ericsson Tel B Sweden Telecomm Equipment $26.6 76.00 4.54% 8.1% –44.3%

ENI Italy Integrated Oil & Gas 89.3 17.42 1.10 –23.3 –27.6

Bayer Germany Specialty Chemicals 42.5 43.42 0.58 –20.2 25.3

Deutsche Telekom Germany Mobile Telecomm 54.1 9.70 0.52 –26.6 –28.7

Nestle Switzerland Food Products 123.9 37.52 0.11 –21.2 –3.8

UniCredit Italy Banks $20.7 1.21 –8.40% –75.4 –80.1

Deutsche Bk Germany Banks 15.6 21.31 –6.47 –72.1 –76.8

Royal Bk of Scot U.K. Banks 11.5 0.20 –6.42 –93.3 –95.9

Banco Bilbao Vizcaya Spain Banks 31.2 6.51 –5.65 –52.9 –60.7

Soc. Generale France Banks 18.7 25.15 –5.27 –64.9 –77.1

...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

HSBC Hldgs 90.8 5.31 0.09% –29.6% –44.6%
U.K. (Banks)
GDF Suez 77.4 27.60 0.09 –27.2 0.9
France (Multiutilities)
SAP 44.9 28.60 0.07 –13.7 –33.1
Germany (Software)
France Telecom 61.0 18.22 0.05 –23.0 –4.9
France (Fixed Line Telecommunications)
Astrazeneca 53.0 25.61 –0.08 28.1 –0.5
U.K. (Pharmaceuticals)
Anglo Amer 24.6 12.87 –0.08 –58.5 –40.4
U.K. (General Mining)
Novartis 113.0 49.60 –0.12 –10.3 –30.6
Switzerland (Pharmaceuticals)
Unilever 35.3 16.09 –0.34 –23.4 –18.0
Netherlands (Food Products)
Diageo 34.0 8.64 –0.35 –19.9 –1.6
U.K. (Distillers & Vintners)
GlaxoSmithKline 98.3 12.08 –0.45 6.8 –18.1
U.K. (Pharmaceuticals)
Roche Hldg Pt. Ct. 89.6 148.00 –0.47 –23.7 –23.0
Switzerland (Pharmaceuticals)
BASF 28.7 24.40 –0.73 –43.9 –22.4
Germany (Commodity Chemicals)
Royal Dutch Shell 88.8 19.56 –1.06 –18.8 –25.7
U.K. (Integrated Oil & Gas)
Total 122.6 40.42 –1.19 –19.5 –24.6
France (Integrated Oil & Gas)
Siemens 53.5 45.72 –1.19 –48.9 –40.1
Germany (Diversified Industrials)
Sanofi-Aventis 78.1 46.41 –1.20 –12.5 –35.3
France (Pharmaceuticals)
Telefonica 86.2 14.31 –1.24 –25.2 10.2
Spain (Fixed Line Telecommunications)
ArcelorMittal 36.8 19.85 –1.27 –58.5 ...
Luxembourg (Iron & Steel)
British Amer Tob 52.0 18.02 –1.31 –2.3 36.7
U.K. (Tobacco)
ABB 31.0 15.49 –1.40 –38.7 6.2
Switzerland (Industrial Machinery)

Vodafone Grp 109.6 1.32 –1.45% –24.0% 7.8%
U.K. (Mobile Telecommunications)
Tesco 39.6 3.54 –1.45 –13.4 9.0
U.K. (Food Retailers & Wholesalers)
Allianz SE 36.7 63.34 –1.78 –45.2 –52.7
Germany (Full Line Insurance)
BNP Paribas 30.3 25.96 –1.83 –57.1 –65.6
France (Banks)
Iberdrola 34.5 5.40 –2.00 –47.9 –14.8
Spain (Conventional Electricity)
BP 145.7 4.95 –2.08 –12.9 –25.9
U.K. (Integrated Oil & Gas)
E.ON 57.4 22.43 –2.10 –49.1 –25.5
Germany (Multiutilities)
UBS 32.6 12.88 –2.20 –59.9 –79.6
Switzerland (Banks)
Daimler 29.1 23.56 –2.40 –58.1 –50.9
Germany (Automobiles)
Nokia 45.3 9.31 –2.51 –62.8 –40.9
Finland (Telecommunications Equipment)
Koninklijke Philips 18.8 14.54 –2.55 –44.9 –48.4
Netherlands (Consumer Electronics)
Rio Tinto 27.5 19.25 –3.22 –66.4 –34.6
U.K. (General Mining)
Barclays 11.6 0.97 –3.38 –78.3 –84.5
U.K. (Banks)
Intesa Sanpaolo 34.4 2.27 –3.40 –50.1 –52.8
Italy (Banks)
Assicurazioni Genli 26.4 14.62 –3.43 –48.2 –47.6
Italy (Full Line Insurance)
BHP Billiton 39.2 12.34 –3.44 –23.7 22.7
U.K. (General Mining)
Banco Santander 56.2 5.49 –4.02 –50.6 –51.3
Spain (Banks)
ING Groep 15.0 5.65 –4.03 –73.4 –81.9
Netherlands (Life Insurance)
AXA 30.5 11.40 –4.20 –47.5 –59.9
France (Full Line Insurance)
Credit Suisse Grp 31.8 31.20 –4.94 –45.0 –57.1
Switzerland (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group
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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 1.56 98.40% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.57 94.41 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.74 83.81 0.06 11.20 5.74 9.07

Asia ex-Japan IG: 10/1 3.69 93.13 0.02 6.63 1.99 3.57

Japan: 10/1 4.71 87.00 0.02 5.06 1.58 2.87

 Note: Data as of February 13

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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By Sarah Childress

ABOARD THE USS VELLA GULF—
More than a dozen suspected pi-
rates captured in the Gulf of Aden
this past week will become part of a
test case in a new legal arrangement
between the U.S. and Kenya that offi-
cials hope will result in trials, jail
time and, eventually, fewer pirates.

Naval officials have long said
they can’t stop piracy with ships
alone, and maritime lawyers have
said jurisdiction issues make bring-
ing pirates to justice difficult. But
now, the U.S. and Britain have
signed legal agreements with Kenya—
essentially extradition treaties for
the high seas—in which Kenya has
agreed to try suspected pirates.

The 16 men apprehended by U.S.
ships will be the first case under the
agreement, signed January 16.

Since the start of 2008, govern-
ments world-wide have deployed
forces to counter a surging number
of attacks in one of the world’s most
important sea lanes. Ransoms were
paid earlier this year for the release
of two vessels: a Ukraine-owned
cargo ship seized in September
loaded with tanks and weapons
bound for Sudan, and a Saudi Ara-
bian oil tanker captured in Novem-
ber.

Just last month, Washington cre-
ated a special task force dedicated
to fighting pirates. Britain, Den-
mark, Turkey and Singapore have
since joined in, U.S. officials said.
Meanwhile, Chinese and Russian
navies have been providing escorts
for their national shipping interests
in the region. The European Union
has its own naval task force.

All this firepower has resulted in
several thwarted attacks. On
Wednesday, a U.S. guided-missile
cruiser apprehended seven sus-
pected hijackers who had slapped a
ladder to a merchant ship. The next
morning, an American destroyer res-
cued an Indian-flagged merchant
ship and grabbed nine more sus-
pected hijackers.

Catching these pirates is just half
the battle. International law makes
piracy a crime, but nations have
struggled to figure out where to
send suspects and how to gather evi-
dence for cases that occurred in in-

ternational waters. In September, a
Danish ship captured 10 alleged pi-
rates, but ended up landing them
back onshore in Somalia.

“The big holdup was finding
someone who would prosecute inter-
national piracy,” said Coast Guard
Lt. Greg Ponzi, an officer on the task
force who usually pursues drug run-
ners in U.S. waters.

Bogeta Ongeri, the spokesman
for the Kenyan Ministry of State for
Defense, said Kenya is eager to coop-
erate with other nations to combat
piracy. But his country is wary of
having its courts overwhelmed. “We
have taken the lead, but that doesn’t
mean all pirates will be tried in the
Kenyan courts,” he said.

Kenya has agreed to take only a
limited number of cases. Mr. Ongeri
said he couldn’t comment on the re-
cent arrests, but that the govern-
ment would decide which cases to
try in part based on where the al-

leged crimes took place. Kenya has
provided the Navy with a checklist
of evidence required to prosecute,
U.S. officials said.

Still, Kenya enjoys a good rela-
tionship with the U.S. and the U.K.,
and has a strong court system.

Initially, U.S. Navy officials were
reluctant to enter the fray. Without
fundamental improvements in
largely ungoverned Somalia, pirate
havens are likely to flourish, they
said. Officers said the size of the
Gulf of Aden and surrounding wa-
ters make it impossible to respond
to every attack.

Now, flush with some success,
commanders seem optimistic. “The
task force won’t be the final answer
but it’s one of the key things,” said
Rear Adm. Terrence McKnight, the
U.S. task force commander. “I think
we’ve made significant headway.”

On Wednesday last week, the
Vella Gulf, a U.S. task-force ship,

picked up a distress call from a mer-
chant ship and dispatched a helicop-
ter and chased down the skiff with
the seven suspects aboard.

At 3:30 a.m. Thursday, a second
distress call came in on an open, in-
ternational radio channel. Navy En-
sign Ian Townsend was on watch on
the bridge of the destroyer USS Ma-
han when the Premdivya, an Indian-
flagged merchant vessel, radioed
that it had been shot at by pirates,
and that the skiff was gaining on
them.

The Mahan, about 17 kilometers
away, closed in, and the pirates
abruptly sped off. While the crew of
the Premdivya continued its voyage,
the Vella Gulf, a guided-missile
cruiser equipped with a helicopter,
sprang to the aid of the Mahan in
pursuit of the fleeing skiff.

The Vella Gulf was an hour or
more from the Premdivya, so it
launched a helicopter from its deck

to scan for the fleeing boat in the
moonlight. Just as the chopper was
about to head back, Petty Officer
Second Class Jason Fariss saw a
speck flickering on the helicopter’s
radar screen. The Mahan launched
an unmanned aerial drone to take
footage of the boat, capturing im-
ages of a large ladder.

The helicopter crew then fired
warning shots across the bow. The
suspects cut their motor and started
dumping objects, including the lad-
der, over the side, according to mem-
bers of the helicopter crew.

The Vella Gulf and Mahan con-
verged and launched dinghies to ap-
prehend the suspects. Keith Allen, a
Mississippi-born federal investiga-
tor, sped out to the skiff with Lt.
Ponzi to help gather evidence. The
veteran detective found weapons: a
rocket-propelled grenade, three
rusty AK-47s, two heavier guns, a
semiautomatic pistol, and a stash of
ammunition and spent shell cas-
ings.

The alleged pirates were taken in
pairs back to the Vella Gulf, then
flown Thursday afternoon to the
Lewis and Clark, a civilian-manned
Navy supply ship, where all 16 were
seen being led into an area secured
with concertina wire, dressed in
white jumpsuits with their hands
shackled together. They were pro-
cessed, and allowed a shower and
hot meal before being secured be-
low decks. They are awaiting extradi-
tion and, the military hopes, a court
date in Kenya.

Agreement clears way for piracy trials
U.S. is set to open a test case for the prosecution in Kenyan courts of 16 suspects arrested in the Gulf of Aden

By Santiago Perez

And Jonathan House

MADRID—Fewer home sales and
further signs of weakness in the
banking sector on Monday pointed
to a deepening economic downturn
in Spain, with the government say-
ing it doesn’t see a revival in the
housing sector soon.

Spanish savings bank Unicaja is
in talks to take over smaller rival
Caja Castilla-La Mancha, in what
could be the first rescue of a trou-
bled Spanish financial institution.

A merger between the two un-
listed banks “is possible, and could
even be likely,” José María Barreda,
president of the Castilla-La Mancha
regional government, said Monday.
“This is a time in which decisions
must be made.”

Unicaja officials declined to com-
ment. A spokesman for Caja

Castilla-La Mancha didn’t return
calls seeking comment.

Regional governments control

savings banks, which are now suffer-
ing from a steady rise in bad debt
that is more severe than the asset de-
terioration reported by listed rivals.

The Spanish central bank, mean-
while, said local banks held Œ63.1 bil-
lion ($81.32 billion) in bad debt in De-
cember, nearly four times the amount
they had a year earlier and represent-
ing 3.4% of total credit. Much of
Spain’s economic problems arose
from the collapse of its once-flourish-
ing construction sector following the
outbreak of the global financial crisis.

Spain’s National Statistics Insti-
tute said Monday that home sales fell
26% in December from a year earlier.
Largely as the result of a sharp drop-
off in housing investment, Spain’s
economyfell into recession inthe sec-
ond half of 2008 after several years of
near-4% growth.

 — Christopher Bjork contributed
to this article.

Data point to Spanish downturn
Free fall
Spanish home sales transactions fall 
sharply at end of housing boom

Source: Spain’s National Statistics Institute
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Problems continue for Japan’s Aso
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Two dinghies containing U.S. Coast Guard and Navy team members apprehend suspected pirates last week. The 16 men
apprehended by U.S. ships will be the first case under a new agreement between the U.S. and Kenya.
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By Takeshi Takeuchi

TOKYO—The latest setback for
embattled Prime Minister Taro Aso:
his finance minister’s slurred
speech and sleepy demeanor during
an important news conference.

Finance Minister Shoichi Naka-
gawa on Monday apologized for
his poor behavior at a Group of
Seven news conference late Satur-
day in Rome.

“My conduct at the press confer-
ence was the result of medicine and
some wine. I apologize for it,” he said.
He said he would resign if Mr. Aso
wanted him to, butlater told reporters
Mr. Aso asked him to stay in his post.

Television news videos of the con-
ference showed that Mr. Nakagawa at
one point mistakenly took a report-
er’s question about interest rates
meant for Bank of Japan Gov. Masaaki
Shirakawa, who was also present.

“Hmm? What? Can you say that

again?” Mr. Nakagawa asked the re-
porter. He also tried to grab a glass
placed in front of Mr. Shirakawa in-
stead of the one right before him.

“We received expl ... explanation
on the U.S. measures,” Mr. Nakagawa
said at another point, stumbling.

Mr. Nakagawa couldn’t locate a re-
porter asking him a question and said,
“Where is he?” Mr. Shirakawa and an
aide pointed out the reporter.

A number of media reports had
speculated that he was under the in-
fluence of alcohol. Mr. Nakagawa,
55, denied that his behavior was due
to “heavy drinking,” but said he had
drinks on the flight bound for Rome
as well as at a G-7 luncheon.

Takeo Kawamura, chief cabinet
secretary, said at a news conference
he understood Mr. Nakagawa’s be-
havior was caused by taking too
much cold medicine. But he added:
“It wouldn’t be true if we said he
didn’t drink any alcohol.”
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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.

3.74% 9 World -a % % 156.31 –0.72% –43.1% 6.35% 9 U.S. Select Dividend -b % % 473.62 % –41.6%

3.16% 11 Global Dow 1017.60 0.20% –36.7% 1381.10 –0.81% –44.8% 4.80% 12 Infrastructure 1231.90 –0.05% –29.1% 1500.81 –1.06% –38.2%

5.27% 9 Stoxx 600 188.70 –1.36% –41.7% 180.32 –2.22% –49.1% 2.64% 5 Luxury 565.30 0.34% –41.2% 612.40 –0.68% –48.7%

5.34% 9 Stoxx Large 200 204.20 –1.41% –41.4% 194.13 –2.27% –48.8% 13.32% 2 BRIC 50 264.60 –0.22% –47.2% 322.41 –1.23% –53.9%

4.76% 11 Stoxx Mid 200 167.40 –1.00% –42.0% 159.07 –1.87% –49.3% 3.87% 3 Africa 50 556.50 –0.05% –49.3% 451.36 –1.06% –55.8%

5.32% 9 Stoxx Small 200 101.80 –1.34% –44.6% 96.69 –2.20% –51.6% 7.85% 4 GCC % % 1080.76 –0.34% –62.4%

5.34% 8 Euro Stoxx 204.00 –1.44% –43.7% 195.00 –2.30% –50.8% 4.61% 9 Sustainability 636.20 –0.29% –37.1% 688.29 –1.02% –45.0%

5.38% 7 Euro Stoxx Large 200 218.10 –1.57% –44.0% 207.16 –2.43% –51.1% 2.92% 10 Islamic Market -a % % 1403.78 –0.62% –36.9%

5.02% 9 Euro Stoxx Mid 200 190.10 –0.74% –41.4% 180.50 –1.60% –48.8% 3.26% 9 Islamic Market 100 1484.30 0.35% –22.3% 1627.89 –0.39% –32.0%

5.43% 9 Euro Stoxx Small 200 112.30 –1.10% –44.4% 106.55 –1.96% –51.5% 3.26% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1107.00 –2.40% –58.4% 1212.35 –3.25% –63.6% 2.83% 12 Wilshire 5000 % % 8385.74 % –38.6%

7.91% 6 Euro Stoxx Select Div 30 1229.80 –1.54% –56.7% 1351.98 –2.40% –62.2% % 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 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.5391 2.1926 1.3263 0.1804 0.0437 0.2235 0.0168 0.3752 1.9696 0.2643 1.2379 ...

 Canada 1.2433 1.7712 1.0714 0.1457 0.0353 0.1805 0.0135 0.3031 1.5910 0.2135 ... 0.8078

 Denmark 5.8232 8.2960 5.0181 0.6824 0.1655 0.8455 0.0634 1.4196 7.4522 ... 4.6839 3.7836

 Euro 0.7814 1.1132 0.6734 0.0916 0.0222 0.1135 0.0085 0.1905 ... 0.1342 0.6285 0.5077

 Israel 4.1020 5.8439 3.5348 0.4807 0.1166 0.5956 0.0447 ... 5.2495 0.7044 3.2994 2.6653

 Japan 91.8200 130.8114 79.1245 10.7608 2.6094 13.3320 ... 22.3842 117.5066 15.7680 73.8548 59.6600

 Norway 6.8872 9.8118 5.9349 0.8071 0.1957 ... 0.0750 1.6790 8.8139 1.1827 5.5397 4.4750

 Russia 35.1875 50.1299 30.3223 4.1238 ... 5.1091 0.3832 8.5781 45.0312 6.0426 28.3028 22.8631

 Sweden 8.5329 12.1563 7.3531 ... 0.2425 1.2389 0.0929 2.0802 10.9199 1.4653 6.8633 5.5442

 Switzerland 1.1605 1.6532 ... 0.1360 0.0330 0.1685 0.0126 0.2829 1.4851 0.1993 0.9334 0.7540

 U.K. 0.7019 ... 0.6049 0.0823 0.0199 0.1019 0.0076 0.1711 0.8983 0.1205 0.5646 0.4561

 U.S. ... 1.4246 0.8617 0.1172 0.0284 0.1452 0.0109 0.2438 1.2797 0.1717 0.8043 0.6498

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 *Data as of 2/13/09

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 ($/ton)* ICE-US 2,672 23 0.87% 3,214 1,910
Coffee (cents/lb.)* ICE-US 115.00 0.55 0.48 181.50 105.00
Sugar (cents/lb.)* ICE-US 13.57 0.08 0.59 15.95 9.94
Cotton (cents/lb.)* ICE-US 45.22 –1.25 –2.69 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,928.00 –67 –3.36 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,925 20 1.05 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,585 7 0.44 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 1,349.00 –29.50 –2.14 3,340.00 1,326.00
Tin ($/ton) LME 10,895.00 –230.00 –2.07 25,450.00 1,125.00
Copper ($/ton) LME 3,324.00 –121.00 –3.51 8,811.00 2,815.00
Lead ($/ton) LME 1,139.50 –19.50 –1.68 3,460.00 870.00
Zinc ($/ton) LME 1,122.00 –41.00 –3.53 2,840.00 1,065.00
Nickel ($/ton) LME 10,070 –380 –3.64 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 4.250
Brent crude ($/bbl.) ICE-EU 43.28 –1.53 –3.41 150.45 41.01
Gas oil ($/ton) ICE-EU 398.25 –12.50 –3.04 1,345.25 397.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 16
Per In

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

Argentina peso-a 4.4727 0.2236 3.4950 0.2861

Brazil real 2.9031 0.3445 2.2685 0.4408

Canada dollar 1.5910 0.6285 1.2433 0.8043
1-mo. forward 1.5914 0.6284 1.2435 0.8042

3-mos. forward 1.5912 0.6285 1.2433 0.8043
6-mos. forward 1.5893 0.6292 1.2419 0.8052

Chile peso 746.54 0.001340 583.35 0.001714
Colombia peso 3199.37 0.0003126 2500.00 0.0004000

Ecuador US dollar-f 1.2797 0.7814 1 1
Mexico peso-a 18.6092 0.0537 14.5413 0.0688

Peru sol 4.1387 0.2416 3.2340 0.3092
Uruguay peso-e 29.818 0.0335 23.300 0.0429

U.S. dollar 1.2797 0.7814 1 1
Venezuela bolivar 2.75 0.363900 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9696 0.5077 1.5391 0.6498
China yuan 8.7459 0.1143 6.8341 0.1463

Hong Kong dollar 9.9231 0.1008 7.7540 0.1290
India rupee 62.4774 0.0160 48.8200 0.0205

Indonesia rupiah 15133 0.0000661 11825 0.0000846
Japan yen 117.51 0.008510 91.82 0.010891

1-mo. forward 117.45 0.008514 91.78 0.010896
3-mos. forward 117.27 0.008527 91.64 0.010913

6-mos. forward 116.94 0.008551 91.38 0.010944
Malaysia ringgit-c 4.6295 0.2160 3.6175 0.2764

New Zealand dollar 2.4737 0.4043 1.9329 0.5174
Pakistan rupee 102.060 0.0098 79.750 0.0125

Philippines peso 60.756 0.0165 47.475 0.0211
Singapore dollar 1.9402 0.5154 1.5161 0.6596

South Korea won 1827.10 0.0005473 1427.70 0.0007004
Taiwan dollar 43.857 0.02280 34.270 0.02918
Thailand baht 45.028 0.02221 35.185 0.02842

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

Euro zone euro 1 1 0.7814 1.2798

1-mo. forward 1.0004 0.9996 0.7817 1.2793

3-mos. forward 1.0006 0.9994 0.7818 1.2790

6-mos. forward 1.0004 0.9996 0.7817 1.2792

Czech Rep. koruna-b 29.098 0.0344 22.737 0.0440

Denmark krone 7.4522 0.1342 5.8232 0.1717

Hungary forint 303.56 0.003294 237.21 0.004216

Norway krone 8.8139 0.1135 6.8872 0.1452

Poland zloty 4.8029 0.2082 3.7530 0.2665

Russia ruble-d 45.031 0.02221 35.188 0.02842

Sweden krona 10.9199 0.0916 8.5329 0.1172

Switzerland franc 1.4851 0.6734 1.1605 0.8617

1-mo. forward 1.4844 0.6737 1.1599 0.8621

3-mos. forward 1.4821 0.6747 1.1581 0.8635

6-mos. forward 1.4779 0.6767 1.1548 0.8659

Turkey lira 2.1311 0.4692 1.6653 0.6005

U.K. pound 0.8983 1.1132 0.7019 1.4247

1-mo. forward 0.8985 1.1129 0.7021 1.4243

3-mos. forward 0.8985 1.1129 0.7021 1.4243

6-mos. forward 0.8982 1.1133 0.7019 1.4247

MIDDLE EAST/AFRICA

Bahrain dinar 0.4824 2.0728 0.3770 2.6526

Egypt pound-a 7.1170 0.1405 5.5613 0.1798

Israel shekel 5.2495 0.1905 4.1020 0.2438

Jordan dinar 0.9073 1.1021 0.7090 1.4104

Kuwait dinar 0.3732 2.6793 0.2916 3.4289

Lebanon pound 1929.22 0.0005183 1507.50 0.0006634

Saudi Arabia riyal 4.8003 0.2083 3.7510 0.2666

South Africa rand 12.8365 0.0779 10.0305 0.0997

United Arab dirham 4.7006 0.2127 3.6731 0.2723

SDR -f 0.8581 1.1653 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 600 188.67 –2.60 –1.36% –4.2% –41.7%

 8 DJ Stoxx 50 1939.39 –26.88 –1.37 –6.1% –40.1%

 8 Euro Zone DJ Euro Stoxx 204.03 –2.99 –1.44 –8.4% –43.7%

 7 DJ Euro Stoxx 50 2193.64 –34.65 –1.56 –10.5% –42.2%

 5 Austria ATX 1619.62 –64.96 –3.86 –7.5% –58.5%

 6 Belgium Bel-20 1823.78 –8.46 –0.46 –4.4% –51.1%

 6 Czech Republic PX 699.0 –24.7 –3.41 –18.6% –55.4%

 11 Denmark OMX Copenhagen 243.48 –0.86 –0.35 7.6% –40.8%

 9 Finland OMX Helsinki 5067.28 –56.04 –1.09 –6.2% –53.3%

 8 France CAC-40 2962.22 –35.64 –1.19 –7.9% –39.1%

 9 Germany DAX 4366.64 –46.75 –1.06 –9.2% –37.3%

 … Hungary BUX 11437.76 –416.62 –3.51 –6.6% –52.9%

 2 Ireland ISEQ 2251.15 –93.32 –3.98 –3.9% –65.5%

 6 Italy S&P/MIB 17410 –321 –1.81 –10.5% –48.7%

 4 Netherlands AEX 247.15 –3.97 –1.58 0.5% –44.4%

 6 Norway All-Shares 277.03 –5.22 –1.85 2.5% –43.5%

 17 Poland WIG 22789.77 –765.70 –3.25 –16.3% –54.6%

 10 Portugal PSI 20 6374.65 –79.49 –1.23 0.5% –43.7%

 … Russia RTSI 609.31 –14.90 –2.39% –3.6% –69.9%

 7 Spain IBEX 35 8075.0 –190.5 –2.30 –12.2% –39.3%

 15 Sweden OMX Stockholm 210.45 0.95 0.45% 3.1% –33.4%

 11 Switzerland SMI 5077.62 –49.22 –0.96 –8.3% –32.2%

 … Turkey ISE National 100 24911.52 –288.01 –1.14 –7.3% –45.5%

 8 U.K. FTSE 100 4134.75 –54.84 –1.31 –6.8% –30.5%

 10 ASIA-PACIFIC DJ Asia-Pacific 84.56 –0.18 –0.21 –9.6% –41.9%

 … Australia SPX/ASX 200 3516.9 –42.2 –1.19 –5.5% –36.7%

 … China CBN 600 20252.16 485.22 2.45 37.2% –47.8%

 8 Hong Kong Hang Seng 13455.88 –98.79 –0.73 –6.5% –43.4%

 12 India Sensex 9305.45 –329.29 –3.42 –3.5% –48.4%

 … Japan Nikkei Stock Average 7750.17 –29.23 –0.38 –12.5% –43.2%

 … Singapore Straits Times 1683.31 –22.33 –1.31 –4.4% –45.4%

 11 South Korea Kospi 1175.47 –16.97 –1.42 4.5% –30.7%

 10 AMERICAS DJ Americas 210.23 –0.10 –0.05 –7.0% –39.7%

 … Brazil Bovespa 41225.36 –448.26 –1.08 9.8% –34.3%

 11 Mexico IPC 19351.03 –17.07 –0.09 –13.5% –33.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 16, 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* 208.56 0.14% –8.4% –43.6%

4.00% 9 World (Developed Markets) 837.02 –0.08% –9.0% –42.9%

3.60% 10 World ex-EMU 98.80 –0.37% –8.2% –41.4%

3.90% 10 World ex-UK 836.79 –0.18% –9.4% –42.3%

5.00% 8 EAFE 1,106.10 0.97%–10.6% –45.9%

4.20% 8 Emerging Markets (EM) 554.31 2.14% –2.2% –49.1%

5.60% 7 EUROPE 66.92 0.35% –3.6% –40.6%

6.30% 7 EMU 122.75 1.59%–13.6% –50.2%

5.70% 8 Europe ex-UK 72.91 0.58% –6.0% –40.4%

7.80% 5 Europe Value 72.42 0.23% –6.6% –45.4%

3.70% 10 Europe Growth 59.95 0.47% –0.8% –35.7%

5.50% 7 Europe Small Cap 105.05 0.99% 4.1% –44.5%

4.80% 3 EM Europe 154.71 2.47% –2.6% –61.1%

5.50% 6 UK 1,240.55 –0.32% –5.6% –29.1%

5.60% 8 Nordic Countries 100.80 1.32% 2.8% –43.7%

3.70% 3 Russia 432.32 4.80% 4.9% –65.7%

4.70% 10 South Africa 557.00 –1.43% –3.8% –17.9%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 235.53 2.47% –4.8% –49.1%

2.90% 11 Japan 472.34 0.54%–10.9% –44.7%

3.40% 9 China 39.52 2.63% –3.1% –41.0%

1.80% 10 India 370.32 1.80% 0.3% –49.4%

2.40% 9 Korea 327.13 0.92% 6.6% –26.8%

9.30% 7 Taiwan 174.50 3.13% 0.6% –41.1%

3.00% 13 US BROAD MARKET 903.61 –0.94% –8.0% –39.6%

2.50% 56 US Small Cap 1,126.32 –0.68% –9.7% –39.4%

4.00% 9 EM LATIN AMERICA 2,215.77 2.76% 6.6% –46.2%

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

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

A giant political gamble begins
when U.S. President Barack
Obama signs the economic stimu-
lus plan into law Tuesday—and
the fate of that gamble rests
heavily on the shoulders of the
man doing the signing.

Much as the success of the Rea-
gan Revolution a generation ago de-

pended on the resil-
ience and credibil-
ity of the president
who authored it,
so too will the

Obama Offensive rise or fall in vot-
ers’ eyes on the resilience and cred-
ibility of the president now putting
his stamp on it.

In the 1980s, the real economy
was so awful that Ronald Reagan’s
supporters for almost two years
looked in vain for proof that his gam-
ble of a giant tax cut and a big in-
crease in defense spending would
work. Mr. Reagan signed his eco-
nomic plan into law in August 1981,
and unemployment promptly began
to rise, and continued to do so for a
year and a half. Three years later, it
still was higher than when the Rea-
gan plan was enacted. So nervous
was his party in Congress that it de-
cided to take back some of that Rea-
gan tax cut a year after it was passed.

Only the personal popularity
and sheer optimistic resolve of Mr.
Reagan—the fabled Great Commu-
nicator—saw his party through
the economic darkness and politi-
cal turbulence and into the light
that followed.

And thus it is today. Because the
economy is so bad, gauging the suc-
cess or failure of the stimulus will be
hard to do for a long time. It’s likely
that much of the argument on behalf
of the stimulus in coming months
won’t be that it has made things bet-
ter, but that it has stopped things
from getting even worse—a tough
political argument to make.

Under those conditions, the pub-
lic’s faith in the great experiment—
and its political impact—will turn al-
most entirely on how much Mr.
Obama is trusted. We are about to
see whether we have the Great Com-
municator II.

It didn’t have to turn out this
way. The politics of the economy
would look vastly different if Repub-
licans had bought into the Demo-
crats’ economic stimulus plan, mak-
ing it a joint undertaking, with politi-
cal blame or credit spread more
broadly and thinly as the months
ahead unfold.

Instead, Republicans have stood
in nearly unanimous opposition to
the stimulus plan, and say they have

rediscovered their voice and philo-
sophical bearings by doing so.

White House aides, meanwhile,
say Republicans have made a polit-
ical mistake of historic propor-
tions by opposing an economic res-
cue effort and appearing partisan
in the process.

Obviously, both sides can’t be
right. Just as obviously, neither side
can know for sure right now. All that
is certain is this: As a result of those
diametrically opposed partisan calcu-
lations, the economic stimulus pack-
age now represents one of the big-
gest rolls of the dice of recent times.

Part of the outcome depends on
whether there are glimmers of evi-
dence that $787 billion in stimulus
spending is having a real effect. The
danger for the president and his party
is that any such glimmers could be ob-
scured by larger waves of bad news
that Mr. Obama himself warns are
still coming. In that sense, Republi-
cans will have the easier case to make.

Part of the political equation will
be determined by how effectively
the two sides go about convincing
the country of the virtue of their po-
sition. Already liberal groups have
been pounding Republicans for
standing in the way of recovery, and
the Republican message machine
has been in full attack mode against
the stimulus package as an example

of liberal ideology run amok.
Part of the political equation

will be determined not by the stim-
ulus plan at all, but by the effective-
ness of that other big Obama initia-
tive—the effort to spend more
than $300 billion in remaining fi-
nancial-rescue funds to stabilize
the banking system and get credit
flowing again.

And part of the outcome of this
gamble depends on whether voters
perceive Republican opposition as a
principled stand against pointless
spending, or an example of simple
obstructionism. On that front the ev-
idence is mixed, and Americans’ ver-
dict may depend as much on how the
two parties behave going forward as
on anything in the past. For its part,
the White House insists that it in-
tends to reach out to Republicans so
it isn’t seen as the cause of a break-
down in comity. “We are going to kill
them with kindness,” says one se-
nior Obama aide.

But ultimately, the partisan na-
ture of the stimulus debate means
Mr. Obama himself will do more
than any statistic or maneuver to
shape views of the great experi-
ment. He starts with some signifi-
cant assets. His job approval rat-
ing, despite recent rough sledding,
continues in the mid-60% range,
slightly above where Mr. Reagan’s

was when he signed his economic
package into law. The president
has more credibility with voters
than does Congress or either party.

But the sledding won’t be
smooth. Mr. Reagan’s popularity
dropped steadily through the year
after his program was enacted, and
his party lost 26 House seats in the
next election. Have faith, Mr. Rea-
gan asked his party and his country.
Mr. Obama is about to try to make
the same request, under conditions
that are even more trying.

U.S. seeks a coordinated fiscal response
Clinton cites China’s
‘robust’ moves as type
of action required

Obama rolls the dice with economic-stimulus package

By Jay Solomon

TOKYO—U.S. Secretary of State
Hillary Clinton said she will seek to
develop a coordinated response to
the global financial crisis between
the U.S. and Asia’s economic pow-
ers during her four-nation re-
gional tour.

Mrs. Clinton cited China’s stim-
ulus package as the type of action
the Barack Obama administration
hopes to see from Asian nations in
an effort to re-energize the global
financial system.

“I will be discussing with
[Asian countries] the approaches
that they’ll be taking” to stimulate
their economies “and seeking
greater cooperation,” Mrs. Clinton
told reporters aboard her flight to
Asia. “The Chinese have a very ro-
bust stimulus plan. ... They are tak-
ing internal steps.”

Mrs. Clinton arrived in Tokyo
Monday evening. Later this week
she will travel to Indonesia, South
Korea and China.

Mrs. Clinton is using her first
overseas trip as secretary of state to
press the administration’s message
of cooperation and engagement as
the necessary tools to tackle interna-
tional challenges like climate
change and nuclear proliferation.

“I have come to Asia on my first
trip as secretary of state to convey
that America’s relationships across
the Pacific are indispensable to ad-
dressing the challenges and seizing
the opportunities of the 21st cen-
tury,” she said in Tokyo.

Mrs. Clinton held out the hope of
closer U.S. interaction with Russia
and North Korea after years of some-
times open tension. Mrs. Clinton
said Washington stands ready to nor-

malize relations with Pyongyang if
its leadership makes good on its
pledge to verifiably dismantle North
Korea’s nuclear-weapons program.

“We have a great willingness to
work with” North Korea’s govern-
ment and its people, Mrs. Clinton
said. “But it requires the North Ko-
reans to commit to denucleariza-
tion and nonproliferation.”

Mrs. Clinton described her trip
as primarily a listening tour to
learn more about how Washington
can develop partnerships to com-
bat key economic, security or envi-
ronmental issues. She will meet
with religious readers, university
students, and business leaders
across the region. She said the in-
formation she gathers will feed
into the Obama administration’s re-
view of its Asia policy.

“We have a very broad agenda

to deal with when it comes to
China,” Mrs. Clinton said. “This
first trip will be intended to find a
path forward.”

Mrs. Clinton said she will raise
human-rights issues in China
when she takes part in a townhall
meeting in Beijing.

As Ms. Clinton’s trip began,
China sounded a positive note on
ties with Washington. The state-
run China Daily newspaper, citing
a spokesman for China’s Ministry
of National Defense, said the U.S.
and China will resume military-to-
military discussions this month.
China froze those contacts last fall
to retaliate for the Bush adminis-
tration’s decision to sell billions of
dollars of weapons to Taiwan.
Beijing considers the self-ruled is-
land part of its territory.

China reiterated its opposition

to “Buy American” provisions in
the recently adopted U.S. stimulus
legislation—reflecting the likeli-
hood that trade policy will remain
an area of friction between the two
countries. At a routine news confer-
ence, Ministry of Commerce spokes-
man Yao Jian told reporters Mon-
day that China is “deeply worried”
that “some countries” will give pref-
erence to locally made products in
their stimulus plans. Mr. Yao didn’t
specify, but the remarks were
clearly aimed at the U.S.

On Saturday, a commentary pub-
lished by the official Xinhua news
agency blasted the “Buy American”
provisions. “History and econom-
ics have told us, facing a global fi-
nancial crisis, trade protectionism
is not a solution, but a poison to the
solution,” the editorial said.

Meanwhile, North Korea on

Monday issued a statement declar-
ing its “right” to experiment with
rockets for a “space program” and
said the U.S. and other countries
are creating a “grave challenge” by
questioning its intentions.

“This is a vicious trick to put a
brake on the wheel of not only
[North Korea’s] building of military
capabilities for self-defense but
also scientific research for peaceful
purposes,” North Korea said in a
statement transmitted by the offi-
cial Korean Central News Agency.

The statement is viewed as a pre-
lude to a test of military rockets and
missiles and is similar to state-
ments the North has made before
previous tests. In recent weeks, mili-
tary and intelligence analysts in the
U.S. and South Korea, using satel-
lite photography, have monitored in-
creased activity at a missile-launch
site in northeast North Korea.

Mrs. Clinton said the Obama ad-
ministration is placing a priority
on ending Pyongyang’s production
of plutonium. She noted that there
are still concerns that North Korea
was also seeking to develop nu-
clear weapons through the enrich-
ment of uranium. But she said that
the American intelligence commu-
nity didn’t have a unified position
on just how far Pyongyang has pro-
gressed on this track.

“There is a debate inside the in-
telligence community about the ex-
tent” of North Korea’s highly en-
riched uranium program, she said.

The administration of former
U.S. President George W. Bush
scrapped a nuclear-freeze agree-
ment with North Korea in 2002
over allegations that Pyongyang
abrogated the pact by exploring
uranium-enrichment activities.

Mrs. Clinton said the U.S. action
was a mistake as it allowed North
Korea to expel international in-
spectors and begin reprocessing
plutonium “with a vengeance.”
 —Jason Dean in Beijing

contributed to this article.

U.S. Secretary of State Hillary Clinton arrives at Tokyo’s Haneda Airport on Monday night, kicking off a weeklong tour of Asia.
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Siberian Investment Co EE EQ IRL 01/26 USD 21.85 34.6 –73.4 –44.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/13 EUR 23.90 –8.9 –62.8 –42.9
MP-TURKEY.SI OT OT SVN 02/13 EUR 19.00 –2.7 –52.8 –35.3

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 1.1 –36.4 –17.7
Parex Caspian Sea Eq EU EQ LVA 02/13 EUR 2.30 9.5 –73.2 NS
Parex Eastern Europ Bd EU BD LVA 02/13 USD 8.82 1.1 –36.4 –17.7
Parex Russian Eq EE EQ LVA 02/13 USD 9.12 5.3 –69.1 –38.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/16 USD 101.51 –8.5 –52.3 –24.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/16 USD 97.33 –8.6 –52.9 –25.5
PF (LUX)-Biotech-Pca OT EQ LUX 02/13 USD 306.65 7.6 –5.3 1.4
PF (LUX)-CHF Liq-Pca CH MM LUX 02/13 CHF 124.04 0.1 1.4 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/13 CHF 93.62 0.1 1.4 1.7
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/13 EUR 111.45 –5.6 –41.6 –29.9
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/13 USD 78.61 –3.3 –35.8 –17.5
PF (LUX)-East Eu-Pca EU EQ LUX 02/13 EUR 138.45 3.7 –68.5 –43.6
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/16 USD 89.75 –3.7 –56.9 –28.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/16 USD 295.71 –2.8 –56.2 –27.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/13 EUR 74.46 –2.6 –38.6 –26.6
PF (LUX)-EUR Bds-Pca EU BD LUX 02/13 EUR 368.95 –1.2 0.1 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/13 EUR 280.77 –1.2 0.1 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/13 EUR 126.84 1.6 –4.3 –2.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/13 EUR 89.17 1.6 –4.3 –2.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/13 EUR 98.36 9.1 –22.3 –19.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/13 EUR 57.02 9.1 –22.3 –19.3
PF (LUX)-EUR Liq-Pca EU MM LUX 02/13 EUR 135.05 0.3 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/13 EUR 97.33 0.3 3.5 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/13 USD 102.10 0.2 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/13 USD 100.74 0.2 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/13 EUR 300.53 –1.8 –42.3 –31.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/13 EUR 98.52 –2.6 –39.4 –30.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/13 USD 187.66 –0.9 –7.5 –0.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/13 USD 127.66 –0.9 –7.5 –0.8
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/13 USD 11.96 –6.8 –45.5 –29.2
PF (LUX)-Gr China-Pca AS EQ LUX 02/16 USD 202.71 –4.7 –46.1 –17.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/16 USD 181.12 –5.5 –61.0 –25.2
PF (LUX)-Jap Index-Pca JP EQ LUX 02/16 JPY 7296.01 –10.4 –43.1 –34.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/16 JPY 6552.92 –10.2 –45.1 –38.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/16 JPY 6391.16 –10.3 –45.5 –38.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/16 JPY 3547.78 –9.6 –41.8 –35.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/16 USD 143.96 –9.1 –50.0 –25.0
PF (LUX)-Piclife-Pca CH BA LUX 02/13 CHF 691.22 0.3 –15.0 –11.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/13 EUR 41.22 –6.6 –39.1 –29.5
PF (LUX)-Security-Pca GL EQ LUX 02/13 USD 71.85 0.6 –27.0 –17.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/13 EUR 334.53 2.5 –39.4 –29.0
PF (LUX)-US Eq-Ica US EQ LUX 02/13 USD 76.35 –6.5 –36.6 –20.7
PF (LUX)-USA Index-Pca US EQ LUX 02/13 USD 66.51 –8.2 –38.5 –23.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/13 USD 513.45 –3.2 6.1 7.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/13 USD 376.76 –3.2 6.2 7.7
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 02/13 EUR 106.18 3.1 –26.2 –17.5

PF (LUX)-WldGovBds-Pca GL BD LUX 02/16 USD 156.49 –5.1 3.2 7.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/16 USD 129.53 –5.1 3.2 7.5
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 02/13 USD 7.94 1.3 –36.0 –25.8
Japan Fund USD JP EQ IRL 02/16 USD 13.00 –11.5 –17.3 –16.5

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 –4.2 –58.5 –23.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/13 EUR 517.97 –8.1 –38.1 NS
Core Eurozone Eq B EU EQ IRL 02/13 EUR 604.03 –8.1 NS NS
Euro Fixed Income A EU BD IRL 02/13 EUR 1108.90 –2.0 –12.2 –6.6
Euro Fixed Income B EU BD IRL 02/13 EUR 1177.62 –2.0 –11.7 –6.1
Euro Small Cap A EU EQ IRL 02/13 EUR 863.54 1.9 –44.5 –35.9
Euro Small Cap B EU EQ IRL 02/13 EUR 920.16 1.9 –44.2 –35.5
Eurozone Agg Eq A EU EQ IRL 02/13 EUR 471.52 –5.1 –43.1 NS
Eurozone Agg Eq B EU EQ IRL 02/13 EUR 674.09 –5.0 –42.8 –30.0
Glbl Bd (EuroHdg) A GL BD IRL 02/13 EUR 1206.87 0.8 –7.5 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 02/13 EUR 1274.30 0.9 –6.8 –2.4
Glbl Bd A EU BD IRL 02/13 EUR 1034.57 5.5 1.1 –1.3
Glbl Bd B EU BD IRL 02/13 EUR 1095.65 5.6 1.7 –0.7
Glbl Real Estate A OT EQ IRL 02/13 USD 540.00 –19.0 –54.5 –40.0
Glbl Real Estate B OT EQ IRL 02/13 USD 553.78 –18.9 –54.3 –39.7
Glbl Real Estate EH-A OT EQ IRL 02/13 EUR 514.22 –18.0 –52.8 –40.7
Glbl Real Estate SH-B OT EQ IRL 02/13 GBP 48.39 –18.4 –52.7 –40.0
Glbl Strategic Yield A EU BD IRL 02/13 EUR 1172.31 3.7 –19.9 –11.5
Glbl Strategic Yield B EU BD IRL 02/13 EUR 1247.85 3.8 –19.4 –10.9
Japan Equity A JP EQ IRL 02/13 JPY 9154.00 –11.4 –42.6 –35.3
Japan Equity B JP EQ IRL 02/13 JPY 9705.00 –11.4 –42.2 –34.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/13 USD 1202.05 –6.5 –48.3 –24.6
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/13 USD 1276.09 –6.5 –48.0 –24.1
Pan European Eq A EU EQ IRL 02/13 EUR 697.71 –2.9 –42.3 –29.8
Pan European Eq B EU EQ IRL 02/13 EUR 739.87 –2.8 –42.0 –29.4
US Equity A US EQ IRL 02/13 USD 618.23 –7.6 –41.8 –24.5
US Equity B US EQ IRL 02/13 USD 658.49 –7.5 –41.5 –24.0
US Small Cap A US EQ IRL 02/13 USD 920.69 –8.4 –42.0 –26.3
US Small Cap B US EQ IRL 02/13 USD 981.20 –8.4 –41.7 –25.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/16 SEK 58.92 –2.1 –41.1 –31.3
Choice Japan Fd JP EQ LUX 02/16 JPY 40.43 –10.1 –42.7 –35.8
Choice Jpn Chance/Risk JP EQ LUX 02/16 JPY 39.66 –11.4 –49.7 –36.8
Choice NthAmChance/Risk US EQ LUX 02/13 USD 2.84 1.3 –40.2 –23.9
Europe 2 Fd EU EQ LUX 02/16 EUR 0.67 –2.7 –46.6 –33.1
Europe 3 Fd EU EQ LUX 02/16 GBP 2.67 –10.6 –35.6 –22.8
Global Chance/Risk Fd GL EQ LUX 02/16 EUR 0.49 3.8 –31.4 –24.9
Global Fd GL EQ LUX 02/16 USD 1.54 –7.6 –41.8 –26.3
Intl Mixed Fd -C- NO BA LUX 02/16 USD 21.15 –8.0 –31.9 –17.8
Intl Mixed Fd -D- NO BA LUX 02/16 USD 14.92 –8.0 –31.9 –16.7
Wireless Fd OT EQ LUX 02/16 EUR 0.10 7.8 –38.6 –23.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/16 USD 4.24 –6.5 –48.3 –24.7
Currency Alpha EUR -IC- OT OT LUX 02/16 EUR 10.74 –1.6 7.3 NS
Currency Alpha EUR -RC- OT OT LUX 02/16 EUR 10.68 –1.7 6.9 NS
Currency Alpha SEK -ID- OT OT LUX 02/16 SEK 103.78 –1.8 7.1 NS
Currency Alpha SEK -RC- OT OT LUX 02/16 SEK 116.42 –1.7 6.9 NS

Generation Fd 80 OT OT LUX 02/16 SEK 6.53 2.3 –23.8 NS
Nordic Focus EUR NO EQ LUX 02/16 EUR 52.89 6.0 –38.1 NS
Nordic Focus NOK NO EQ LUX 02/16 NOK 57.89 6.0 –38.1 NS
Nordic Focus SEK NO EQ LUX 02/16 SEK 61.41 6.0 –38.1 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 02/16 USD 0.56 –8.8 –42.2 –27.8
Ethical Sweden Fd NO EQ LUX 02/16 SEK 29.59 2.9 –25.0 –21.1
Europe Fd EU EQ LUX 02/16 USD 1.44 –3.0 –37.3 –27.2
Index Linked Bd Fd SEK OT BD LUX 02/16 SEK 13.06 –0.1 2.6 4.2
Medical Fd OT EQ LUX 02/13 USD 2.83 –1.5 –21.5 –12.4
Short Medium Bd Fd SEK NO MM LUX 02/16 SEK 9.21 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 02/16 USD 1.52 –8.0 –38.3 –19.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/16 EUR 1.27 0.2 2.0 2.1
Short Bond Fd SEK NO MM LUX 02/16 SEK 21.73 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 02/16 SEK 10.01 –0.5 –2.6 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 02/16 SEK 8.99 –0.5 –2.6 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 02/16 SEK 25.08 –0.5 –2.8 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 02/16 SEK 8.35 –0.5 –2.8 –0.5
Alpha Short Bd SEK -A- NO MM LUX 02/16 SEK 10.94 1.2 3.7 3.4
Alpha Short Bd SEK -B- NO MM LUX 02/16 SEK 10.26 1.2 3.7 3.4
Alpha Short Bd SEK -C- NO MM LUX 02/16 SEK 21.40 1.2 3.6 3.3
Alpha Short Bd SEK -D- NO MM LUX 02/16 SEK 8.90 1.2 3.6 3.3
Bond Fd SEK -C- NO BD LUX 02/16 SEK 41.75 0.5 9.0 5.7
Bond Fd SEK -D- NO BD LUX 02/16 SEK 12.53 0.5 7.8 5.1
Corp. Bond Fd EUR -C- EU BD LUX 02/16 EUR 1.08 –0.8 –8.7 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 02/16 EUR 0.85 –0.8 –9.1 –4.9
Corp. Bond Fd SEK -C- NO BD LUX 02/16 SEK 10.77 0.2 –11.4 –5.8
Corp. Bond Fd SEK -D- NO BD LUX 02/16 SEK 8.46 0.2 –11.2 –5.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/16 EUR 103.44 –0.4 3.4 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/16 EUR 103.08 –0.5 3.1 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 02/16 SEK 1123.76 –0.5 3.1 NS
Flexible Bond Fd -C- NO BD LUX 02/16 SEK 21.10 1.1 6.3 4.5
Flexible Bond Fd -D- NO BD LUX 02/16 SEK 11.95 1.2 6.3 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/16 SEK 79.98 –0.1 –20.7 –13.9
Global Hedge I SEK -D- OT OT LUX 02/16 SEK 73.09 –0.1 –23.0 –15.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/16 USD 1.49 –3.1 –49.6 –20.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/16 SEK 17.99 7.2 –38.6 –25.6
Europe Chance/Risk Fd EU EQ LUX 02/16 EUR 738.08 –3.2 –50.4 –35.5

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 02/13 EUR 27.13 –4.3 –7.4 0.1
Bonds Eur Corp A OT OT LUX 02/12 EUR 21.16 2.1 –4.3 –2.5
Bonds Eur Hi Yld A OT OT LUX 02/12 EUR 14.01 5.4 –26.8 –20.4

Bonds EURO A OT OT LUX 02/12 EUR 39.55 0.2 4.4 3.9
Bonds Europe A OT OT LUX 02/13 EUR 38.12 0.6 4.6 3.3
Bonds US MtgBkSec A OT OT LUX 02/13 USD 25.94 1.2 0.9 3.8
Bonds US OppsCoreplus A OT OT LUX 02/12 USD 32.57 3.3 1.5 4.7
Bonds World A OT OT LUX 02/12 USD 38.14 –4.2 –0.3 7.1
Eq. China A OT OT LUX 02/13 USD 14.39 –3.7 –45.9 –15.9
Eq. ConcentratedEuropeA OT OT LUX 02/13 EUR 19.83 –3.7 –44.8 –31.5
Eq. Eastern Europe A OT OT LUX 02/13 EUR 12.94 –2.1 –66.5 –41.6
Eq. Equities Global Energy OT OT LUX 02/13 USD 13.98 –2.0 –40.4 –12.9
Eq. Euroland A OT OT LUX 02/13 EUR 8.53 –7.0 –42.6 –30.0
Eq. Euroland MidCapA OT OT LUX 02/13 EUR 14.13 –1.9 –44.9 –34.0
Eq. EurolandCyclclsA OT OT LUX 02/13 EUR 13.54 –1.4 –39.4 –22.7
Eq. EurolandFinancialA OT OT LUX 02/13 EUR 7.14 –15.2 –54.6 –42.4
Eq. Glbl Emg Cty A OT OT LUX 02/13 USD 5.69 –4.8 –53.4 –24.4
Eq. Global A OT OT LUX 02/13 USD 19.62 –6.7 –42.1 –27.1
Eq. Global Technol A OT OT LUX 02/13 USD 3.74 2.5 –38.7 –27.4
Eq. Gold Mines A OT OT LUX 02/13 USD 21.91 4.8 –30.7 –9.3
Eq. Japan Sm Cap A OT OT LUX 02/13 JPY 854.70 –5.6 –34.7 –41.3
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –5.9 –19.6 –22.1
Eq. Pacific A OT OT LUX 02/13 USD 6.04 –5.4 –48.3 –21.2
Eq. US ConcenCore A OT OT LUX 02/13 USD 16.28 0.3 –32.4 –18.3
Eq. US Lg Cap Gr A OT OT LUX 02/13 USD 10.94 1.4 –40.7 –23.5
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 02/13 USD 14.40 –7.3 –46.2 –31.7
Eq. US Sm Cap Val A OT OT LUX 02/13 USD 11.85 –8.4 –48.9 –34.7
Eq. US Value Opp A OT OT LUX 02/13 USD 12.20 –5.9 –47.2 –33.7
Money Market EURO A OT OT LUX 02/13 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 02/16 JPY 7403.00 –14.0 –47.4 –39.9
YMR-N Japan Fund JP EQ IRL 02/16 JPY 8039.00 –14.8 –46.7 –37.5
YMR-N Low Price Fund JP EQ IRL 02/16 JPY 11276.00 –13.1 –41.4 –36.9
YMR-N Small Cap Fund JP EQ IRL 02/16 JPY 5610.00 –12.6 –46.0 –40.4
Yuki Mizuho Gen Jpn III JP EQ IRL 02/16 JPY 3643.00 –14.3 –54.2 –40.6
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/16 JPY 3848.00 –14.3 –54.4 –44.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/16 JPY 5278.00 –13.5 –51.4 –40.3
Yuki Mizuho Jpn Gen JP EQ IRL 02/16 JPY 6856.00 –14.5 –46.7 –38.5
Yuki Mizuho Jpn Gro JP EQ IRL 02/16 JPY 5332.00 –14.7 –46.5 –40.3
Yuki Mizuho Jpn Inc JP EQ IRL 02/16 JPY 7029.00 –11.6 –40.1 –34.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/16 JPY 4248.00 –14.8 –47.6 –37.2
Yuki Mizuho Jpn LowP JP EQ IRL 02/16 JPY 9570.00 –15.6 –38.8 –33.5
Yuki Mizuho Jpn PGth JP EQ IRL 02/16 JPY 6529.00 –14.5 –51.1 –40.1
Yuki Mizuho Jpn SmCp JP EQ IRL 02/16 JPY 5387.00 –12.2 –49.7 –40.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/16 JPY 4598.00 –11.5 –43.3 –35.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/16 JPY 2185.00 –8.5 –53.6 –51.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/16 JPY 3653.00 –13.1 –52.2 –40.2
Yuki 77 General JP EQ IRL 02/16 JPY 5203.00 –11.9 –48.1 –38.0
Yuki 77 Growth JP EQ IRL 02/16 JPY 4982.00 –15.8 –50.7 –42.8
Yuki 77 Income AS EQ IRL 02/16 JPY 4562.00 –10.8 –40.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/16 JPY 5515.00 –11.6 –46.1 –37.6
Yuki Chugoku Jpn Gro JP EQ IRL 02/16 JPY 4302.00 –15.8 –48.6 –38.5
Yuki Chugoku JpnLowP JP EQ IRL 02/16 JPY 6951.00 –15.1 –37.9 –32.4
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 02/16 JPY 5864.00 –13.4 –49.0 –38.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/16 JPY 3959.00 –13.0 –48.6 –37.9
Yuki Hokuyo Jpn Inc JP EQ IRL 02/16 JPY 4535.00 –14.1 –40.8 –34.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/16 JPY 4130.00 –12.2 –44.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/16 JPY 3901.00 –13.3 –53.4 –40.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/16 JPY 3686.00 –15.6 –51.3 –40.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/16 JPY 4355.00 –14.6 –47.8 –37.7
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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 0.8 –8.6 –2.3
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 02/13 USD 227.69 –21.4 –87.3 –58.5

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

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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A suspected U.S. missile strike
killed at least 26 people, many of
them Taliban militants, in Paki-
stan’s Kurram tribal region on the
Afghan border on Monday, Paki-
stani intelligence officials said.

The missiles, believed to have
been fired by a pilotless drone air-
craft, hit a school once used by Af-
ghan refugees’ children before mil-
itants moved in around two years
ago, according to villagers.

“Afghan Taliban were holding an
important meeting there when the
missiles were fired,” one intelligence

official in the area told Reuters.
‘The target was in a mountain-

ous northwestern region called
Sarpul, on the outskirts of Baggan
village. A militant in Kurram put
the death toll lower, but said Af-
ghan and Pakistani Taliban were
among those killed.

The attack was the first in the
Kurram tribal region and came
two days after a missile strike in
the South Waziristan tribal region
killed at least 25 mostly Central
Asian fighters believed to have al
Qaeda links.

It wasn’t known if there were
any senior Taliban or al Qaeda fig-
ures among the dead at Kurram.

This was the fourth attack
since U.S. President Barack Obama
took office last month, showing
there has been no change in policy
since the last year of the Bush ad-
ministration, when drone attacks
against militant targets on Paki-
stani soil multiplied. Pakistan’s ci-
vilian government, elected a year
ago, and its army have complained
that the U.S. missile strikes are
counterproductive and have
fanned an Islamist insurgency
across northwest Pakistan.

The U.S. Central Intelligence
Agency declined to comment.

Also on Monday, the Pakistani
government confirmed that it has

agreed to impose Islamic law and
suspend a military offensive across
a large swath of northwest Pakistan,
in the Swat Valley, in concessions
aimed at pacifying a spreading Tali-
ban insurgency there.

The announcement came after
talks with local Islamists, includ-
ing one closely linked to the Tali-
ban. The Taliban in Swat said Sun-
day they would observe a 10-day
cease-fire in support of the peace
process. They welcomed Monday’s
announcement, which didn’t men-
tion any need for the militants to
give up arms.

The move will likely concern
the U.S., which has warned Paki-
stan such peace agreements give
al Qaeda and Taliban operating
near the Afghan border time to re-
group. Regaining the Swat Valley
from militants is a major test for
the Pakistani government. Unlike
the semiautonomous tribal re-
gions where al Qaeda and Taliban
have long thrived, the former tour-
ist haven is supposed to be under
full government control.

Speaking in India, U.S. special en-
voy to Afghanistan and Pakistan Ri-
chard Holbrooke said the unrest in
Swat is a reminder the U.S., Pakistan
and India face “an enemy which
poses direct threats to our leader-
ship, our capitals and our people.”

Marketplace
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ISLAMABAD—Pakistan will seek
an additional $4.5 billion loan from
the International Monetary Fund in
April to accelerate the pace of eco-
nomicgrowth andshoreup foreign-ex-
change reserves, said Shaukat Tarin,
an adviser to the prime minister.

The South Asian nation, which
was on the brink of an economic col-
lapse after the balance-of-payments
deficit widened to a record level, re-
ceived $3.1 billion from the IMF in
November as the first part of its
planned $7.6 billion rescue package.

Pakistan will ask the IMF to in-
crease the size of the package,
spread over 23 months, to $12.1 bil-
lion, said Mr. Tarin, who is also the
de facto finance minister. “I will ask

the IMF board [for the additional
loan] at its April spring meeting,” he
added. “By then we would have com-
pleted the first review successfully.”

On Saturday, Pakistan and the
IMF started review talks in Dubai for
releasing the second part of the plan,
valued at $775 million. Mr. Tarin is
set to arrive in Dubai on Feb. 26 just
before the conclusion of the talks.

IMF aid typically is made condi-
tional upon the recipients putting
into place an economic-stabiliza-
tion package, which usually in-
volves cuts in spending, higher
taxes and removal of subsidies.

According to central-bank data,
Pakistan’s foreign-exchange re-
serves were $10.288 billion in the
week ended Feb. 7.

Travel alert
The U.S. reconsiders its
strategies for airline
security > Page 28

Missile strike kills 26 in Pakistan

Russia’s industry slows
far faster than expected

By John Lyons

CARACAS—Venezuelan Presi-
dent Hugo Chávez removed an obsta-
cle to his plan to remain in office for
life, convincing voters to approve con-
stitutional amendments designed to
allow indefinite re-election.

In a national referendum Sun-
day, 54% of voters favored the plan,
electoral officials said.

The outcome is a victory for Mr.
Chávez, who has been on an elec-
toral losing streak since voters re-
jected a first attempt to do away
with term limits 14 months ago. Mr.
Chávez, who took office in 1999, left
little to chance this time, leading
mass marches and papering the cap-
ital with posters and billboards.

“The spirits were higher this
time,” said Alicia Tsehaik, who
sells tomatoes and pep-
pers from a small stand in
the hard-scrabble Caracas
neighborhood of Petare
and voted for the amend-
ments. “The marches
were beautiful.”

Mr. Chávez, 54 years
old, framed the vote as a
referendum on his 10-year-
old effort to lift the poor
and bridge Venezuela’s
deep income gap by
spreading “21st Century
Socialism.” Opposition leaders
say Mr. Chávez is a budding author-
itarian who has weakened institu-
tions and permitted the spread of
crime and corruption.

Moments after the results were
announced, Caracas exploded into
a frenzy of fireworks and Mr.
Chávez, dressed in an untucked
red shirt, appeared on the balcony
of the presidential palace and led a

crowd in singing a national hymn,
TV images showed.

“It was a great victory,” Mr.
Chávez said after singing the

hymn. “It was a clear vic-
tory for the people. A
clear victory for the revo-
lution.”

The results under-
scored the inability of
Chávez opponents to
build a viable national or-
ganization despite com-
ing out on top in the De-
cember 2007 referendum,
and in November 2008 lo-
cal elections, when
Chávez opponents won in

a number of races.
Although Mr. Chávez isn’t up

for re-election until 2012, he
sought to amend the constitution
now, likely because the economy is
expected to take a hit from plung-
ing oil prices, taking a toll on Mr.
Chávez’s popularity, analysts said.
The OPEC nation relies on oil for
93% of its hard currency and about
half of government spending.

Economists expect the economy to
slam to a halt this year after years
of fast growth.

Falling oil prices—down at
least $100 a barrel in recent
months—are likely to force Mr.
Chávez into a series of tough deci-
sions in order to preserve the free
health care, food subsidies and
welfare payments that have
helped his popularity. Already, Mr.
Chávez has been forced to delay or
scale back foreign aid programs, in-
cluding constructing refineries
and selling cut-rate oil to allies.

Economists at several invest-
ment banks are predicting that fall-
ing oil prices will force Mr. Chávez to
raise taxes and devalue the “strong
bolivar”—a currency he introduced
as part of a bid to lift confidence.

Devaluation would exacerbate
the nation’s soaring inflation rate,
already the fastest in the Americas
at around 35%. Venezuela imports
most of the food and other goods
that it consumes. Devaluation
would make these goods far more
expensive in local currency terms.

Chávez gains big victory
Venezuelan voters
clear president’s way
to hold office for life
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Supporters of President Hugo Chávez celebrate after he won a referendum
allowing him to stay in power for as long as he keeps winning elections.

Hugo Chávez
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Pakistan to ask IMF for more funds

By Lidia Kelly

Russian industrial production
plunged inJanuary,signaling theecon-
omy is flagging faster than expected
and putting the Kremlin’s hopes for a
recovery later this year in doubt.

Industrial output fell by a mas-
sive 16% last month from a year ear-
lier, nearly triple the pace of contrac-
tion the government has forecast
for this year, data released by Fed-
eral Statistics Service, or Rosstat,
showed Monday. The output num-
bers exceeded market expectations
of a 10% to 12% decline.

The January data threaten the
government’s forecast for 5.7% con-
traction in production output for
the whole year, economists said.

“December was only the begin-
ning, it seems,” said Elina Ribakova,
chief economist with Citigroup Inc.
in Moscow. “At this stage it will all
depend on the government’s policy,
but it might be difficult to achieve
the target.”

January’s industrial production
fell 20% from December, the steep-
est month-to-month decline this de-
cade, but economists said the an-
nual drop is more worrisome as it
isn’t affected by seasonal factors.

Most industry sectors saw de-
clines as global demand retreated
and investments were halted. The
most severe slumps were recorded
in steel, cement and automobile pro-
duction—major contributors to Rus-
sia’s robust industrial growth in re-
cent years. Automobile manufactur-
ing was halted at a number of plants
during the month.

Industrial production fell 10% in
December from a year earlier—a
rate alarming enough to prompt as-
surances from the Kremlin that the
numbers wouldn’t get worse in the
coming months. Many officials even
talked about Russia’s overall econ-
omy recovering somewhat by the
end of 2009.

The once-vigorous emerging
market, earlier driven by exports of
a basket of commodities—chiefly oil—
and short-term capital inflows, is
now poised to stagnate at best. The
Ministry of Economic Development
sees gross domestic product declin-
ing by around 0.2% this year. This
contrasts sharply with a growth
rate above 5% in GDP for all but one
year of the decade so far. In 2002
GDP grew 4.7%.

There isno consensus among econ-
omists about the country’s fortunes
this year, as most are unwilling to
make predictions on oil prices. Many
see contraction in GDP of as much as

3%, but some remain optimistic.
“As production growth has quite

sharply decelerated in recent
months, the economy is clearly oper-
ating at below capacity [including
available labor], meaning that a re-
covery could be fast once a proper
macroeconomic environment is es-
tablished,” Evgeny Gavrilenkov,
chief economist at Troika Dialog in
Moscow, wrote in a recent note, sug-
gesting that even 3% growth in GDP
is possible.

But the series of discouraging
data—on deepening wage arrears,
rising unemployment, falling con-
sumer confidence, plummeting
sales and continued threats to the ru-
ble—paired with the continuing glo-
bal economic downturn have tem-
pered the Kremlin’s optimism.

In his most somber remarks on
the subject yet, President Dmitry
Medvedev said over the weekend
that the tasks in front of the officials
are tough.

“I believe that those in authority
are duty bound to talk openly and
frankly about this, about the deci-
sions that we’re taking to overcome
the crisis and about the difficulties
that we’re facing,” Mr. Medvedev said
in a television interview, according to
a transcript provided by the Kremlin.

The key policy for Russia is the re-
vision of its budget for this year. The
first projections from last summer
were based on oil prices averaging
$95 a barrel throughout the year.
Earlier this year Prime Minister
Vladimir Putin ordered the budget
to be amended and based on oil
prices of $45 a barrel.

But the Duma, Russia’s lower
house of the parliament, is yet to see
a new budget, because a heated de-
bate between fiscal conservatives
and the Kremlin’s populist wing has
emerged about needed cuts in state
spending and the allowable budget
deficit. The latest statements from
Arkady Dvorkovich, the Kremlin’s
chief economic adviser, suggest a
deficit of around 8% of GDP.

“We are making certain changes
to the budget,” Mr. Medvedev said
over the weekend. “Yes, this is a diffi-
cult budget, a budget in which we had
to run a deficit.” He added, however,
that Russia’s amassed oil wealth
should cover most of the proposed
spending in the next couple of years.

One of the oil funds Russia man-
ages, the Reserve Fund—which
amounts to 10% of GDP—is specifi-
cally earmarked to replenish budget
deficits in times of a crisis. At the be-
ginning of the month, the fund stood
at $137.34 billion.
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Japan Strat Value I JP EQ LUX 02/13 JPY 4600.00 –12.4 –49.4 –37.2
Real Estate Sec. A OT EQ LUX 02/13 USD 8.76 –17.9 –53.1 –41.6
Real Estate Sec. B OT EQ LUX 02/13 USD 8.08 –18.0 –53.5 –42.2
Real Estate Sec. I OT EQ LUX 02/13 USD 9.35 –17.8 –52.7 –41.2
Short Mat Dollar A US BD LUX 02/13 USD 6.62 –1.7 –20.7 –11.7
Short Mat Dollar A2 US BD LUX 02/13 USD 8.63 –1.5 –20.8 –11.7
Short Mat Dollar B US BD LUX 02/13 USD 6.62 –1.7 –21.1 –12.1
Short Mat Dollar B2 US BD LUX 02/13 USD 8.62 –1.6 –21.1 –12.1
Short Mat Dollar I US BD LUX 02/13 USD 6.62 –1.6 –20.2 –11.1

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 02/13 GBP 6.57 –1.3 –23.0 –15.4
Andfs. Borsa Global GL EQ AND 02/13 EUR 5.42 –6.6 –36.7 –24.1
Andfs. Emergents GL EQ AND 02/13 USD 10.03 0.3 –48.0 –21.2
Andfs. Espanya EU EQ AND 02/13 EUR 9.77 –9.7 –36.5 –24.8
Andfs. Estats Units US EQ AND 02/13 USD 11.65 –4.5 –37.1 –21.7
Andfs. Europa EU EQ AND 02/13 EUR 6.02 –7.2 –37.1 –25.8
Andfs. Franca EU EQ AND 02/13 EUR 7.71 –6.9 –36.2 –26.6

Andfs. Japo JP EQ AND 02/13 JPY 393.35 –10.3 –40.5 –33.2
Andfs. Plus Dollars US BA AND 02/13 USD 8.13 –3.5 –22.1 –12.2
Andfs. RF Dolars US BD AND 02/13 USD 10.02 –1.9 –12.9 –5.3
Andfs. RF Euros EU BD AND 02/13 EUR 8.87 –0.9 –19.1 –11.4
Andorfons EU BD AND 02/13 EUR 11.53 –3.4 –23.1 –14.8
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/13 EUR 7.68 –5.1 –30.6 –19.1
Andorfons Mix 60 EU BA AND 02/13 EUR 7.54 –7.2 –37.2 –24.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 02/06 USD 131024.79 –2.9 –43.8 –22.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 02/16 EUR 10.07 0.0 –1.1 –0.5
DJE-Absolut P GL EQ LUX 02/16 EUR 168.61 –3.8 –28.0 –15.7
DJE-Alpha Glbl P EU BA LUX 02/16 EUR 148.10 –3.7 –23.4 –12.1
DJE-Div& Substanz P GL EQ LUX 02/16 EUR 173.13 –1.0 –23.3 –13.5
DJE-Gold&Resourc P OT EQ LUX 02/16 EUR 138.14 5.7 –28.5 –9.3
DJE-Renten Glbl P EU BD LUX 02/16 EUR 121.69 1.7 –0.2 0.7
LuxPro-Dragon I AS EQ LUX 02/16 EUR 100.62 8.4 –37.0 –12.2
LuxPro-Dragon P AS EQ LUX 02/16 EUR 98.27 8.3 –37.4 –13.1
LuxTopic-Aktien Europa EU EQ LUX 02/16 EUR 13.27 –7.4 –22.4 –11.7
LuxTopic-Pacific AS EQ LUX 02/16 EUR 9.33 3.1 –49.1 –28.0

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 01/30 USD 31.50 –8.9 –49.5 –8.9
EFG-Hermes MEDA* GL EQ BMU 12/31 USD 20.95 –42.1 –42.1 –6.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 02/10 SAR 4.85 2.4 NS NS
EFG-Hermes Telecom OT EQ BMU 12/31 USD 25.64 –33.1 –33.1 –5.7

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 02/13 USD 246.20 0.3 –20.7 –9.0
Sel Emerg Mkt Equity GL EQ GGY 02/13 USD 127.15 –2.9 –48.2 –21.8
Sel Euro Equity EUR US EQ GGY 02/13 EUR 72.80 –2.3 –43.8 –30.9
Sel European Equity EU EQ GGY 02/13 USD 124.57 –9.4 –50.3 –31.3
Sel Glob Equity GL EQ GGY 02/13 USD 130.43 –9.2 –47.2 –30.2
Sel Glob Fxd Inc GL BD GGY 02/13 USD 124.11 –3.8 –15.8 –5.4
Sel Pacific Equity AS EQ GGY 02/13 USD 83.86 –7.2 –45.9 –23.2
Sel US Equity US EQ GGY 02/13 USD 93.59 –7.1 –40.7 –25.3
Sel US Sm Cap Eq US EQ GGY 02/13 USD 121.75 –6.9 –43.6 –30.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/13 EUR 289.25 –0.9 –17.7 –9.9
DSF 50/50 EU BA LUX 02/13 EUR 213.50 –1.2 –24.7 –15.1
DSF 75/25 EU BA LUX 02/13 EUR 159.85 –1.5 –31.7 –20.7
KBC Eq (L) Europe EU EQ LUX 02/13 EUR 382.21 –1.7 –42.4 –30.8
KBC Eq (L) Japan JP EQ LUX 02/13 JPY 14697.00 –12.1 –41.8 –35.7
KBC Eq (L) NthAmer EUR US EQ LUX 02/13 EUR 423.57 –7.3 –40.1 –24.4
KBC Eq (L) NthAmer USD US EQ LUX 02/13 USD 616.24 –7.1 –38.6 –22.4
KBL Key America EUR US EQ LUX 02/12 EUR 301.98 –5.3 –42.5 –25.6
KBL Key America USD US EQ LUX 02/12 USD 317.10 –4.8 –41.6 –24.1
KBL Key East Europe EU EQ LUX 02/12 EUR 1041.26 –1.6 –65.3 –41.1
KBL Key Eur Sm Cie EU EQ LUX 02/12 EUR 632.42 0.6 –46.3 –35.0
KBL Key Europe EU EQ LUX 02/12 EUR 506.40 –2.4 –34.4 –26.2
KBL Key Far East AS EQ LUX 02/12 USD 853.95 –5.3 –47.4 –25.0
KBL Key Major Em Mkts GL EQ LUX 02/12 USD 334.29 –2.4 –58.5 –28.0
KBL Key NaturalRes EUR OT EQ LUX 02/12 EUR 361.39 6.1 –37.4 –16.9
KBL Key NaturalRes USD OT EQ LUX 02/12 USD 351.13 –2.6 –45.2 –17.5

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
LG Asian SmallerCo's AS EQ BMU 02/13 USD 52.56 –4.7 –60.6 –40.4
LG India EA EQ MUS 02/12 USD 30.29 –5.1 –57.4 –28.3
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Mead Johnson’s
success formula
Keys to strong IPO include

timing, timing, timing;

baby market is booming

Read continuous updates on the
high-stakes world of deal making,
Deal Journal, free online at
blogs.wsj.com/deals

By Heidi N. Moore

M ead Johnson Nutrition, the
maker of Enfamil baby for-

mula, has been planning its initial
public offering of stock since last
summer. It hit the public markets
on the only day last week that the
markets ticked up.

Shares in Mead Johnson Nutri-
tion Co., a spinoff from Bristol-My-
ers Squibb Co., pushed through the
slamming gate of the stock market to
raise $720 million in an IPO Wednes-
day that was 10 times oversub-
scribed by clamoring investors. The
stock, which jumped 10% in the first
day of trading, ended the week up
nearly 12% from the $24 IPO price.

Deal Journal talked to people fa-

miliar with the matter to find out
what made the Mead Johnson IPO
work.

n No. 1: Don’t dally. The compa-
ny’s lead underwriters at Morgan
Stanley and Citigroup ran an ab-
breviated “roadshow” to pre-sell
the stock to selected investors in

only nine days—seven days in the
U.S. and two in Europe, people fa-
miliar with the matter say. Usu-
ally, the roadshow for an IPO takes
weeks. There was only a brief win-
dow of time left before the com-
pany would be required to provide
all-new information to investors.

n No. 2: Pick your buyers.
Mead Johnson’s bankers capital-
ized on familiarity. The IPO has
been expected since Bristol-My-
ers’s announcement last year. In ad-
dition, Morgan Stanley and Citi-
group harnessed their large retail
sales forces on Wall Street—
through the old Dean Witter and
Smith Barney—to distribute mil-
lions of shares to retail clients of
theirfirms. The banks targeted mid-
cap fund managers and consumer-
products investors that had been
sitting on the sidelines, bathed in
cash, and starving for new invest-
ing ideas. The banks also sought in-
vestors in Europe, where the com-
pany draws nearly half its revenues.

n No. 3: Fundamentals still
matter. Babies are a great cus-

tomer: People keep having them.
The bankers pitched the shares to
investors by stressing solidity
and comfort: Mead Johnson had a
familiar name, a veteran manage-
ment team, a comforting product—
baby formula—and the parentage
of one of the biggest pharmaceuti-
cal companies in the world, which
also has a strong investment-
grade credit rating. In addition,
the business had fat cash flows
with revenues of $2.88 billion
last year. All of these factors con-
vinced the banks to make Mead
Johnson the first IPO of the year.

n No. 4: Be lucky in your timing.
Mead Johnson was running smack
into earnings season, widely publi-
cized disagreement over the $2 tril-
lion stimulus bill and congres-
sional hearings—all of which
meant that aiming for a quiet news
day would be impossible.
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Mead IPO whets appetites of starved investors

Taiwan chip maker lands new bank loans
ProMOS must use
cash to buy back debt;
next up: bond holders

By Matthew Karnitschnig

A group of Sirius XM Radio Inc.
creditors says it is prepared to seek
the ouster of Chief Executive Mel Kar-
mazin and other senior executives if
the company files for bankruptcy in-
stead of cutting a deal that would al-
low it to remain solvent.

“Creditors will act quickly and de-
finitively if they perceive that man-
agement is acting in their own inter-
est and not in the best interest of the
estate,” said Edward Weisfelner, a
partner with Brown Rudnick LLP,
the law firm representing the group.

In response to the creditor threat,
Sirius said in written statement: “The
management of Sirius XM is continu-
ally working to ensure the best possi-
ble outcome for the enterprise.”

Sirius’s board, which includes Mr.
Karmazin, met over the weekend to
determine the company’s course. A
decision was expected later Monday.

If Sirius does file, creditors could
ask the bankruptcy judge to remove
management andputthe company un-
derthe stewardship of an independent
trustee. Winning such a motion would
likely be difficult, say bankruptcy ex-
perts. Judges are usually deferential
to management, barring gross mis-
management or evidence of fraud.

The company has been in talks
with both Charles Ergen, the satellite
billionaire, and John Malone, the ca-
ble-television pioneer who controls
DirectTV Group Inc., about a deal to
resolve its crisis. Both parties have
made offers that would allow Sirius
to meet its credit obligations in re-
turn for a significant stake or control.

—Jeff McCracken
contributed to this article.
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Mead Johnson’s Enfamil infant
formula sits in a U.S. supermarket.

By Lynn Cowan

After last week’s successful de-
but of baby-formula maker Mead
Johnson Nutrition Co., all eyes are
searching hungrily for the next
IPOs that have a chance of making
it in the U.S. markets.

No one expects a deluge of offer-
ings to follow on the heels of Mead
Johnson’s initial public offering,
which closed up 10% on its first day

of trading. The company was con-
sidered a sure bet due to its strong
financials, brand awareness of its
Enfamil line of products, and
world-wide demographic trends.

It could pave the way for more
companies to consider launching
their own deals, particularly if
they have strong businesses that
are somewhat sheltered from the
economic downturn. The notion
that investors are unwilling to take

a risk on any new stock doesn’t
hold water in an environment
where portfolios are starved for
some growth, says Michael Wise,
co-head of U.S. equity capital mar-
kets at Morgan Stanley.

Of the deals that already have
registered with the Securities and
Exchange Commission, the most
commonly cited candidates for
IPOs are Rosetta Stone Inc. and
Verisk Analytics Inc.

The buzzword on Rosetta
Stone, which makes foreign-lan-
guage learning software, is scal-
ability—its products can easily ex-
pand to new countries without
much cost because it doesn’t teach
by translating languages. Verisk,
which is owned by a group of major
insurers, provides data and analy-
sis that helps firms in the insur-
ance and mortgage industry evalu-
ate and avoid excessive risk.

By Perris Lee Choon Siong

TAIPEI—ProMOS Technolo-
gies Inc. has secured three billion
New Taiwan dollars, or about
US$90 million, in loans from eight
local banks, a much needed lifeline
to keep the cash-strapped memory-

chip maker afloat amid the indus-
try’s worst-ever downturn.

The banks, led by the govern-
ment-owned Bank of Taiwan, Pro-
MOS’s largest creditor, made the
decision after a daylong meeting
that followed weeks of discus-
sions. The amount, which was
NT$2 billion short of what Pro-
MOS initially sought, marked a
compromise. The banks earlier
had agreed to lend only around
NT$2.5 billion, according to execu-
tives at some of the banks.

ProMOS, a Taiwan maker of the

dynamic random-access memory
chips that are widely used in per-
sonal computers, had been strug-
gling to meet a possible redemp-
tion of US$330 million in five-year
convertible bonds starting Tues-
day. But John Chou, a vice presi-
dent at Taiwan Cooperative Bank,
one of the eight lending to Pro-
MOS, said the four Taiwanese
banks that hold a total of US$40
million of the convertible bonds
have decided to hold on to them.

At the end of September, Pro-
MOS had NT$17.45 billion in liquid

assets, of which NT$3.4 billion
was cash and equivalents.

Like many other DRAM makers,
ProMOS has posted consecutive
quarterly losses as chip prices
plunged below manufacturing
costs. The company has been in
talks with other DRAM makers in
Asia, including Japan’s Elpida
Memory Inc., to consolidate amid
the DRAM industry’s worst down-
turn since 2001.

The eight banks agreed to ex-
tend the loan, which will mature in
a year, on the condition that Pro-

MOS use the funds to settle the re-
mainder of the convertible bonds,
Mr. Chou said. “That means the
bond investors will have to sell the
bonds back to ProMOS at a huge
discount,” he said. “But they have
to do the calculation themselves.
They either get this amount back,
or they get nothing back.”

Of the NT$3 billion, NT$700 mil-
lion will come from Bank of Taiwan,
and NT$500 million from Taiwan
Cooperative Bank.
 —Jessie Ho

contributed to this article.

Sirius CEO’s job
would be at risk
in a bankruptcy
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