
European leaders called
for doubling the Interna-
tional Monetary Fund’s war
chest for bailing out finan-
cially stricken nations, amid

new signs that Europe’s
former Communist East is
sliding into a full-blown eco-
nomic crisis with worrying
implications for the conti-
nent as a whole.

Europe’s developing econ-

omies from Poland to Ukraine
are facing their worst eco-
nomic crisis since the fall of
the Berlin Wall 20 years ago.
Capital is fleeing Europe’s
east, sending currencies slid-
ing and threatening the re-
gion with deep declines in out-
put and employment, and a
deluge of debt defaults. Po-
land’s industrial output in
January fell at a painful 15%
annual rate; its currency last
week hit an all-time low
against the Swiss franc.

The spreading trouble—
which on Friday claimed the
government of Latvia—could

force more countries on Eu-
rope’s periphery to seek help
from the international com-
munity. Latvia’s economy
alone could shrink by as much
as 10% this year, according to
some estimates.

The IMF already has
bailed out four ex-Commu-
nist countries, as well as Ice-
land and Pakistan in recent
months.

This weekend’s call by the
leaders of Europe’s major
economies to double the
IMF’s war chest, to $500 bil-
lion, highlights their concern
about the financial trouble

brewing to the east. The state-
ment however, was short on
specifics. For instance, it
didn’t say where fresh funds
might come from at their Ber-
lin meeting.

The West European lead-
ers’ brief proposal falls short
of demands by the World
Bank and governments includ-
ing Austria and others for Eu-
rope’s wealthy West to prop
up the continent’s vulnerable
East.

Until the past couple of
weeks, the turmoil mainly
hurt Eastern Europe’s most fi-
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Eastern European bailout
Western neighbors call for doubling IMF’s war chest as crisis intensifies

Rich experience

Offspring of the well-to-do
do well for themselves
Wealth Bulletin
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DJIA 7365.67 -1.34
Nasdaq 1441.23 -0.11
DJ Stoxx 600 176.93 -3.52
FTSE 100 3889.06 -3.22
DAX 4014.66 -4.76
CAC 40 2750.55 -4.25

Euro $1.2623 -0.57
Nymex crude $38.94 -1.37

German Chancellor Angela Merkel and European leaders at a news conference on Sunday after meeting in Berlin on financial reforms.

Follow Sweden
Stockholm says no to a
U.S.-style car bailout.
Review & Outlook. Page 11

News in Depth: Irish mogul’s empire totters as slump tames Celtic Tiger
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By Chip Cummins

DUBAI—The United Arab
Emirates is spending $10 bil-
lion to bail out its once-high-
flying emirate of Dubai,
whose huge construction and
financial-sector expansion
plans became a symbol of
boom times, and now of a
world-wide retrenching.

Dubai financed much of its
recent growth with interna-
tional borrowing, and a big
chunk of that debt comes due
this year. Regional bank EFG-
Hermes estimates Dubai’s
principal and interest pay-
ments due in 2009 would
amount to around $14 billion.

Debt analysts and inves-
tors have questioned whether
Dubai is able to service all
that borrowing, especially as

the city’s once red-hot prop-
erty market sours. Unlike its
neighbor, U.A.E. capital Abu
Dhabi, Dubai doesn’t have
much oil to support its bud-
get.

The effective bailout, in
the form of a long-term bond,
will enable Dubai to “meet all
upcoming financial obliga-
tions,” the U.A.E. said in a
statement.

Dubai’s property market
soared after it was opened to
foreigners in 2002, but prices
have fallen back to earth
more recently. In some cases,
prices for the most luxurious
property have fallen by more
than 50% in just a few
months.

That has Dubai’s develop-
ers—many of them govern-
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U.A.E. to lend Dubai

$10 billion for debts

By Sebastian Moffett
and Marek Strzelecki in
Warsaw and Marcus
Walker in Berlin

By Jonathan Weisman

And John D. McKinnon

Stepping up a campaign to
persuade Americans he is seri-
ous about the U.S. budget defi-
cit, President Barack Obama
this week will proposed using
mandatory, across-the-board
spending cuts to offset any
new initiative that expands
the government’s red ink.

The proposal, which would
apply to any new tax cuts or
spending, would return the
government to the budget con-
straints that existed in the
1990s, a senior administra-
tion official said. Mr. Obama
wants those rules to come in
the form of a law, passed by
Congress and signed by him.
That would put presidential
prestige on the line, raising
pressure on Congress to ob-
serve the limits. (Please see re-
lated article on page 2).

Such restrictions have
been revived in recent years,
but only in the form of rules
adopted by Congress, and en-
forced by the lawmakers them-
selves—with spotty results.

Any meaningful budget-re-
straint rules likely would face
opposition from both Republi-
cans and Democrats. Many Re-
publicans oppose constraints
on tax cuts, which they say
spur economic growth and
generate government reve-
nue. Some liberal Democrats
also have qualms about rules
that could thwart long-
sought expansions of govern-

Please turn to back page

Obama
plans
to attack
deficits
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UBS said in a court filing
that its employees would be
forced to violate Swiss crimi-
nal law to comply with the
U.S.’s demand for the identi-
ties of 52,000 private ac-
count holders as part of a
tax-evasion inquiry. Page 3

n RBS is preparing to divest
assets, pull back from many
global markets and cut jobs as
part of a plan meant to clar-
ify the bank’s future. Page 3

n Signs that the euro zone’s
economic contraction is accel-
erating are underpinning ex-
pectations that the ECB will
cut rates further. Page 2

n France is considering tak-
ing a stake in a mutual bank
to be formed by the planned
merger of Banque Populaire
and Caisse d’Epargne. Page 17

n The U.K. is planning a par-
tial revival of nationalized
lender Northern Rock as it
looks to increase the supply
of mortgage loans. Page 17

n Yahoo’s new CEO Carol
Bartz is preparing a company-
wide reorganization to speed
up decision-making. Page 7

n Manufacturers have re-
placed financial stocks as the
main culprits pulling the U.S.
stock market down. Page 17

n GM’s Swedish unit Saab
sought protection from credi-
tors, while the U.S. auto maker
asked for Canada’s help in cov-
ering retiree costs. Page 4

n A gas explosion ripped
through a coal mine in north-
ern China, killing at least 74
miners and injuring over 100.

n Chinese firms plan to pur-
chase $2.23 billion of prod-
ucts and services on a buy-
ing spree in the U.K. Page 7

n Sweden’s Vattenfall is
close to a deal to acquire
nearly half of Amsterdam-
based Nuon’s utility unit for
about $4.5 billion. Page 28

n Anglo American said it will
cut 19,000 jobs as the diver-
sified miner reported a 29%
fall in profit for 2008. Page 7

n A grenade attack at a ba-
zaar in Cairo killed a French
woman and injured at least
17 people, most of them for-
eign tourists, officials said.

n Pirates seized a Greek-
owned cargo ship with 22
crew near Somalia’s coast.

n Turkey’s prime minister
sought the support of Kurds
ahead of March local elections,
insisting his party represented
stability for their region.

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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General Electric hasn’t
kept pace with the plunging
banks. But its shares have
still dived more than 40%
this year on doubts over its
finance subsidiary. A trawl
through GE Capital’s balance
sheet shows why investors
should remain wary.

On the surface, the unit
looks enviably positioned. It
retains a triple-A rating, has
no meaningful exposure to
U.S. residential mortgages
and enjoys one of the highest
tangible-common-equity ra-
tios in the financial sector—a
meaty 4.9% at the end of last
year, against, for instance,
J.P. Morgan Chase’s 3.8%.

Dig a little deeper, how-
ever, and the uncertainty
mounts. One reason: GE Capi-
tal has large concentrations
of other real-estate assets—
commercial exposures and
foreign residential mortgages—
that could lead to large
losses in a deep recession.
Another: Despite some
changes, GE Capital still
looks like a classic “whole-
sale” finance company, rely-
ing on market funding. This
is a drawback when credit
markets are skittish and
large amounts of long-term
debt—$133 billion this year
and next—are coming due.

On the asset side, one big
source of jitters is GE Capi-
tal’s $36.7 billion in commer-
cial-real-estate investments.
These are equity-type invest-
ments, which means they are
first to absorb any losses. As
a result, most firms are cur-
rently applying big haircuts
to this type of asset.

In its fourth quarter, Gold-
man Sachs, using mark-to-
market accounting, took a
25% write-down, totaling
$961 million, on its commer-
cial-real-estate equity invest-
ments. GE Capital—which val-
ues its holdings using esti-

mates of future cash flows
rather than marking them to
market—took $300 million of
impairments last year, equiva-
lent to less than 1% of the eq-
uity investments.

That is even more surpris-
ing given that GE has booked
sizable unrealized losses on
its book of securities backed
by commercial real estate,
which the company does
mark to market. These bonds,
senior to equity in the invest-
ments they fund, are written
down by 23%. Admittedly,
they are in different deals
from GE’s equity investments.
But the huge divergence in
the accounting hits under-
standably rings alarm bells
with investors.

In GE’s defense: Marks on
the debt securities may be ex-
aggerated by extreme stress
in the market for such securi-
ties. Second, unlike some
other investors, GE operates
most of the properties in
which it has equity-like invest-
ments, arguably giving them a
higher value. Also, in most of
the equity deals, GE itself pro-
vided the debt funding—not
third-party investors, mean-
ing there could be less imme-
diate refinancing risk to the
individual deals. Finally, GE

does flag the risks by disclos-
ing in its annual report that
its real-estate equity invest-
ments’ “estimated value” is $4
billion less than the value on
the balance sheet.

But since GE was a big
commercial-real-estate equity
investor in the frothy years,
investors should watch this
portfolio very closely.

Attention should also be
paid to GE Capital’s $59.6 bil-
lion of overseas residential
mortgages, many of which are
based in troubled markets like
the U.K. Some $3.3 billion of
these mortgages are more
than 90-days past-due, but GE
Capital’s loan-loss reserve is
equivalent to only 11.5% of the
past-due total, up from 10% at
the end of 2007.

The need to clear up un-
certainties about future
credit losses at GE Capital is
key—not just for stock inves-
tors and creditors, but also
for the ratings agencies. Go-
ing by GE’s credit default
swap spreads, the market ex-
pects the triple-A rating to
go. How much lower depends
on how many losses are lurk-
ing in the balance sheet—and
the amount credit markets
will charge to keep support-
ing wholesale funded busi-
nesses.  —Peter Eavis

Gold’s fickle friend: ETFs

By Dana Cimilluca

Vattenfall AB, one of Europe’s
largest electricity producers, is
close to a deal to acquire nearly
half of Amsterdam-based Nuon
NV’s utility unit, people familiar
with the matter said, in the second-
biggest Dutch energy deal this
year.

The deal, to be announced as
early as Monday, would hand Vat-
tenfall a stake of just under 50% in
the electric utility operated by
Nuon, which is being separated
from the company’s network busi-
ness under a government-man-
dated restructuring of the Dutch
energy industry. People familiar
with the deal said Vattenfall will

pay approximately Œ3.5 billion
($4.5 billion).

Exact terms couldn’t be
learned, and though the broad out-
lines had been agreed to late last
week according to one person, it is
still possible the deal could fall
apart. Nuon and Vattenfall repre-
sentatives declined to comment.

Closely held Nuon produces,
transports and delivers electricity,
gas, heating and cooling, and has
an energy-trading business. The
company has more than three mil-
lion customers—consumers and
businesses—in the Netherlands,
Belgium and Germany and is
owned by a collection of Dutch
provinces and municipalities.

In June, Nuon said the produc-

tion and distribution business
would seek an international part-
ner to strengthen its position in Eu-
rope amid increasing competition.

Nuon a week ago reported total
revenue for last year of Œ6.15 bil-
lion, up 9%, as a result of higher
gas sales. Its net income was
Œ765 million, down 13%, in part be-
cause of costs related to the re-
structuring.

Vattenfall, based in Stockholm,
was a suitor for Essent NV, the larg-
est Dutch utility, which is undergo-
ing a similar restructuring and
sale as Nuon, which is No. 2. Es-
sent, which tried unsuccessfully to
merge with Nuon in 2007, agreed
last month to be bought by RWE
AG of Germany for Œ9.3 billion. For

Vattenfall, which had sales of 165
billion Swedish kronor ($19 bil-
lion) in 2008, foreign countries
such as the Netherlands offer it op-
portunities to expand outside of
the Nordic and Central European
countries like Sweden it domi-
nates and therefore can get less
growth from.

Other suitors for Nuon were
said to be DONG Energy of Den-
mark and Eni SpA of Italy. Even
though the financial crisis has
sapped demand for corporate ac-
quisitions in Europe and the U.S.,
Essent and Nuon were able to suc-
cessfully sell themselves in part be-
cause they are seen as among the
last few big European utility as-
sets available for sale.

Call it the GLD rush.
As the financial system tee-

ters, investors have fled to
gold as a haven. Exchange-
traded funds have made it
easy. ETFs such as SPDR Gold
Shares—ticker GLD—are a di-
rect bet on bullion prices. The
trusts have to buy physical
gold to match investment lev-
els. Having doubled the gold
in their vaults in a year, the
stash is worth $45 billion.

That’s tiny in the context
of big asset classes such as
stocks. But gold’s scarcity
keeps the market small. If
ETFs continue to grow fast,
they could start to create a
real squeeze in the gold mar-
ket, with its limited supply.

Trusts have added 306
metric tons of gold to their
vaults in the first seven
weeks of the year, according
to Barclays Capital analyst
Suki Cooper. That’s just short
of the 322 tons added in all
of 2008. If that rate were to
continue, this year’s ETF pur-
chases would surpass the
2,120 tons procured for jew-
elry in 2008, replacing it as
the top source of demand.

Lately, gold ETFs haven’t
blinked in the face of typical
obstacles. The U.S. dollar
has gained nearly 9% against
the euro this year, normally

a cue for gold to weaken.
But the metal has gained
13%. Ultralow inflation in
most countries would also
be negative for gold in nor-
mal times. But some inves-
tors are betting on a return
to inflation as governments
try reflating their econo-
mies. Others are hedging the
risk of financial collapse.

Either way, individual in-
vestors and hedge funds are
making room for gold in their
portfolios. ETFs make the
task easier. They are freely
tradable, and cheaper to own
than it would cost for an indi-
vidual to locate and secure
the physical commodity. UBS
reckons the recent rise in de-
mand has caused gold coins
to command a 10% premium.

Barring a sudden im-
provement in financial mar-
kets, investor fear should
preserve the metal’s allure
for a while—even though,
unlike other asset classes, it
generates no yield.

But ETFs won’t always be
a friend to gold. If and when
investors decide the game is
up, ETFs will have to liquidate
holdings as people sell. Just
as they are squeezing the mar-
ket now, they could flood it
when the frenzy ends.
 —John Jannarone

Money & Investing

Manufacturing woe
Consumer-goods makers
are now the biggest drags
on U.S. stocks > Page 17

Obama to propose tax cuts and spending restrictions

Call it GE Capital punishment

Vattenfall nears deal to buy Nuon-unit stake

ment programs.
Several Republicans on Sunday

said congressional Democrats have
flouted their own budget restric-
tions, known as pay-as-you-go rules,
since taking over Congress in 2007,
and they predicted Democrats would
build loopholes into any new restric-
tions. “The Democratic Senate and
House made a farce of [pay-as-you-go
rules] over the last two years,” said
Sen. Judd Gregg of New Hampshire,
the ranking Republican on the Senate
Budget Committee. “For them to re-
vive it would be the most hypocritical
act they could pursue.…Why would
anybody take it seriously?”

Under the administration’s plan,
pay-as-you-go rules that were insti-
tuted in 1990 but allowed to lapse in
2003 would return with teeth that
Democratic leaders in Congress
didn’t include when they reimposed
them in 2007.

Under Mr. Obama’s plan, new tax
cuts or spending would have to be
offset by equal spending cuts or tax
increases. If Congress failed to find

offsets, across-the-board spending
cuts known as “mandatory seques-
tration” would kick in.

The senior administration offi-
cial said the president and Congress
would work out the magnitude and
timing of those automatic cuts, as
well as provisions allowing the defi-
cit to grow in times of war, recession
or other emergencies. But, he said,
by giving budget rules the force of
law, Mr. Obama hopes to change the
political equation for tax cuts and
new spending.

“Sequestration would work,
both as a budget reality and as a de-
vice that reframes the debate, so it’s
not just the tax cut of the day or the
new spending of the day,” the offi-
cial said.

The president’s interest in rein-
stating pay-go rules appears to re-
flect the changing makeup of the

Democrats’ congressional majori-
ties. Over two election cycles, the
party’s growing strength has come
largely from moderate “Blue Dog”
Democrats elected from typically Re-
publican states in the South and Mid-
west.

Although Mr. Obama spoke on
the campaign trail about pay-go
rules, he never campaigned on a stat-
utory change or mandatory cuts.
But the fiscally conservative “Blue
Dog” Democrats have pressed him
hard on it. At a White House meet-
ing ahead of passage of his $787 bil-
lion stimulus plan, the Blue Dogs
again raised the need for statutory
budget rules.

“They helped persuade him,” the
senior administration official said.

Similar rules were approved in
1990. They were extended in Presi-
dent Bill Clinton’s 1993 budget act

and in the 1997 balanced-budget
agreement.

Enforcement was relatively easy
in a time of peace and rapid govern-
ment revenue growth. But after the
attacks of Sept. 11, 2001, President
George W. Bush routinely signed mas-
sive spending bills as emergency mea-
sures, shredding the budget rules,
which soon were allowed to lapse.

Over the weekend, Republicans
also expressed skepticism toward
Mr. Obama’s pledge to cut the deficit
from the level he inherited—$1.3 tril-
lion, or 9.2% of the gross domestic
product—to $533 billion in 2013, or
3% of GDP. “Their proposals to stop
the one-time spending sprees on the
stimulus and financial bailouts will
help cut this year’s inflated deficit,
but that’s the easy part,” said Kevin
Smith, a spokesman for House Mi-
nority Leader John Boehner.

“Where’s the real spending cuts?"
Even some independent budget

experts said it is going to be tough
to pull off. Much depends on the
economy recovering, and the ad-
ministration and Congress reining
in spending, including allowing the
just-passed stimulus measures to
expire in two years, said William
Gale, co-director of the nonparti-
san Tax Policy Center, a joint ven-
ture of the Brookings Institution
and the Urban Institute. He pre-
dicts deficits of around $1 trillion
for the next decade.

“I’m not sure how they get down
to $500 billion,” Mr. Gale said. The
administration’s apparently sincere
desire to drop some of the budget
gimmickry of years past is “a very
big source of optimism,” he added.
“But as far as I can tell it’s the only
source of optimism.”

Continued from first page
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Expectations of March ECB rate cut grow
Survey of businesses
shows contraction
may be accelerating

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

By Paul Hannon

Signs that the euro zone’s eco-
nomic contraction is accelerating,
with little prospect of a near-term
turnaround, are underpinning ex-
pectations that the European Cen-
tral Bank will cut its key interest
rate further next month.

A survey of purchasing man-
agers at manufacturers and service
providers this month showed the
composite Purchasing Managers’ In-
dex—which measures private-sec-
tor activity—fell to 36.2 from 38.3 in
January to hit a record low, the Mar-
kit Economics research firm said.
The report coincided with data
showing French business confi-
dence is at its lowest ebb this month
since sentiment was first gauged in
1976.

Economists see the PMI as one of
the earliest indicators of how the
euro-zone economy is performing.
A reading below 50 indicates that ac-
tivity is contracting, a point the
euro zone crossed in June.

The unexpected drop appeared
to extinguish early hopes that the
pace of the contraction in the 16
economies sharing the euro had sta-
bilized in early 2009, fueled by sur-
veys in January of an improving out-
look among purchasing managers
and German financial analysts.

According to Markit’s analysis,
the PMI data indicate that euro-
zone gross domestic product in the
current quarter will contract at a
more rapid pace than the fourth
quarter’s 1.5% rate, which was by
far the largest drop in activity
since records for the currency area
began in 1995.

Other economists continue to be-
lieve the contraction in the current
quarter won’t outpace that seen in
the fourth quarter. But analysts
agree February’s PMI data suggest
the contraction could sur-
pass expectations.

“The latest survey data
support our view that the
euro-zone recession will
be deeper and more pro-
longed than most forecast-
ers expect,” said Ben May,
an economist at Capital
Economics.

Many economists took
the news as more evidence
that the European Central
Bank will cut interest rates
again in March.

“If there was any doubt about a
[half-percentage-point] cut from
the ECB next month, those doubts
should now be put to rest,” said
David Mackie, an economist at J.P.
Morgan.

The ECB has cut its key interest
rate in each of the four months from
October to January as the region
slipped into recession, but left its

key interest rate unchanged at 2% in
February.

Speaking in Paris on Friday, ECB
President Jean-Claude Trichet said
the economy won’t emerge from its

slump anytime soon.
“There will be some time be-
fore this crisis is over,” he
said.

The Markit PMI survey
showed new orders fell for
the 10th straight month, de-
clining at a record pace. As
a result, backlogs of work
fell for the 11th straight
month, also at a record rate.

In response, businesses
cut payrolls for the eighth
straight month. Purchasing
managers also reported

that their companies were cutting
their prices at the fastest pace on
record.

Separately, the French consumer-
price index in January dropped 0.4%
from the previous month, cutting
the yearly increase to 0.7%, national
statistics bureau Insee reported.
The outcome showed the possibility
of zero inflation, or even a period of

deflation, creeping into euro-zone
price levels this year.

Insee also reported that an index
measuring business confidence fell
to 68 in February from 73 the previ-
ous month, bringing it to its lowest
level since 1976. Economists had
been expecting a more modest fall
to 70.

Italy’s statistics agency, mean-
while, said industrial orders fell by
15% in December from a year earlier,
compared with a 26% drop in Novem-
ber.

The U.K., which isn’t in the euro
zone, reported contradictory eco-
nomic news Friday.

Seasonally adjusted retail sales
rose 0.7% in January from December
after an upwardly revised 1.7% in-
crease in December, according to
the U.K. statistics office.

Economists had a difficult time
squaring the reported increases
with rising unemployment, tum-
bling home and asset prices and con-
fidence at record lows.

Underscoring that discrepancy,
the U.K. council of mortgage lenders
reported that the number of U.K.

homes that were repossessed de-
clined slightly in the fourth quarter,
but the figure for 2008 as a whole
soared to its highest level in 12
years.
 —Geraldine Amiel, Gabriele

Parussini, Joe Parkinson
and Natasha Brereton

contributed to this article.
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Obama has much to juggle in coming week

Still sliding
Euro-zone’s Purchasing Managers 
Index fell in both sectors

Source: Markit Economics
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By Jonathan Weisman

It was an eventful first month for
the Obama administration, with the
U.S. president’s economic plan—his
stimulus package plus his housing
plan—already measuring 13 digits.

But the first week of his second
month is when President Barack
Obama’s term in office will really
take shape.

Monday, the president convenes
a “fiscal responsibility summit”—a
four-hour wonkfest, which will be
opened by Mr. Obama then led by
economic aides and cabinet mem-

bers who will divide the 130 partici-
pants into sessions on health care,
taxation, Social Security, contract-
ing and procurement, and budget
processes.

Tuesday, the president will
speak to a joint session of Congress,
revealing much of his budget vision
and policy plans for the next four
years. He also will lay out other
steps he plans to take to reverse
what may become the most serious
economic crisis since World War II.

Then Thursday, the White House
unveils a 10-year budget blueprint
that will tip the president’s hand on

his plans for near-universal health
care, changes to entitlements such
as Social Security and Medicare, tax
policy, and a budget deficit widen-
ing into territory never seen in
peacetime.

With the federal deficit heading
toward $2 trillion, the emphasis all
week will be on addressing the na-
tion’s fiscal problems over the long
haul. Economists Alan Auerbach of
the University of California, Berke-
ley, and William Gale of the Brook-
ings Institution released a paper
last week predicting annual trillion-
dollar deficits over the next de-
cade—in their optimistic scenario.

By the end of last week, Mr.
Obama was at work on his Tuesday-
night speech, meeting with his bud-
get writers and economic advisers.

“The budget rollout will be one
aspect of it,” said White House
spokesman Robert Gibbs. “But I
think the president will speak exten-
sively, not just about the budget…

also he’ll talk about the recovery
plan. He’ll talk about foreclosures.”

And there’s also a complete over-
haul of the U.S. financial regulatory
structure, due by the G-20 summit
on April 2 in London.

INDEX TO PEOPLE
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The three-month London inter-
bank offered rate on Feb. 11 was
0.9845 percentage point higher than
the expected average federal-funds
target rate over the next three
months, as represented by the over-
nightindex swap rate. The difference
between the two rates had narrowed
from a recent high of more than 3.65
percentage points in October 2008.
The scale in the chart that accompa-
nied a Leading the News article on
stabilization in global markets in the
Feb. 12 issue was incorrect.
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U.A.E. to bail out debt-laden Dubai

nancially overstretched countries,
such as Latvia and Hungary. But col-
lapsing currencies and markets
even in hitherto robust economies,
such as Poland and the Czech Repub-
lic, show that investors are now flee-
ing the whole region.

The market slump in Europe’s
East threatens to undermine years
of hard work in former Soviet satel-
lites to build a Western market econ-
omy and way of life.

It could also sour the heavy in-
vestments by Western European
banks in the region. Some analysts
are now describing the region as Eu-
rope’s own “subprime” loan mar-
ket, an analogy to the U.S. subprime-
mortgage market whose collapse be-
ginning in 2007 triggered the global
financial crisis.

“There is no doubt that this is
the biggest economic crisis in Cen-
tral and Eastern Europe since the
end of communism,” says Lars Chris-
tensen, chief emerging-markets an-
alyst at Danske Bank. Economies
from the Baltic to the Balkans face
contractions of up to 15% in gross do-
mestic product, he says. That would
be comparable to what Indonesia
suffered in 1998, in the thick of the
Asian economic crisis.

Central and Eastern Europe to-
day have some features similar to to
emerging-markets crises in South-
east Asia, Argentina and Mexico in
the past 15 years: Risk-wary inves-
tors are pulling out money en
masse, which weakens local curren-
cies. Weaker currencies make it
tougher for locals to pay off their
foreign-currency debts. That spurs
fear of widespread loan defaults
and strips economies of the capital
inflows that sustained them.

In much of Eastern Europe, indi-
viduals and businesses have sought
to catch up with Western living stan-
dards by borrowing heavily from
overseas. The 10 former Communist
countries that have joined the Euro-
pean Union since 2004 have at-
tracted huge amounts of credit and
other investment from Europe’s
wealthier West.

The implied stability of EU mem-
bership allowed East European
firms and individuals to borrow in
foreign currencies such as the euro,
the Swiss franc and the yen, which
offered lower interest rates than lo-
cal currencies.

That kind of cross-border bor-
rowing worked fine in smoother
times, when local currencies were
relatively stable. But now, as the cur-
rencies in the East weaken sharply,
people who borrowed abroad are
seeing their loan payments balloon.

Eastern European borrowers
need to repay about $400 billion in
debt owed to Western banks this
year. Much of that is denominated
in foreign currencies, according to a
report by Swiss bank UBS.

Rafal Lyczek did what seemed
like the sensible thing last May: He
converted the loan on his home in
Poland into Swiss francs, using Swit-
zerland’s lower interest rates to cut
his mortgage payments. The bet
seemed safe, since the Polish zloty
has been a strong currency in recent
years.

But the zloty has weakened se-

verely since July. That means
monthly repayments for the 31-year-
old economist have jumped around
50% since last summer, now that it
takes about 3.20 zloty to purchase
one Swiss franc, compared with
only 1.98 in July.

“I switched because everybody
did it at the time,” he says. “My mis-
take was that I did not take into con-
sideration the stability of the zloty,
which is the currency of my pay-
check.”

Mr. Lyczek says he’ll survive. But
market fears that many Polish and
other regional debtors will default
have battered the stocks of West Eu-
ropean banking groups that own the
bulk of Eastern Europe’s lenders.

Debt isn’t the only problem.
Many Polish companies also face
heavy losses on currency options
that they bought last year on the as-
sumption that the zloty would keep
strengthening. By some estimates,
these losses alone could wipe out
about 1.5% of GDP.

Poland and others in Europe’s
East emerged from massive eco-
nomic contractions after the fall of
communism in 1989. Poland, Hun-
gary, Romania and Bulgaria suf-
fered double-digit declines in out-
put in 1990-92, according to the
IMF, when their moribund, Soviet-
era industries were exposed to mar-
ket forces.

But by the late 1990s, much of
the region had recovered and was
growing robustly, thanks to exports
and foreign investment, including
by West European banks and car-
makers. From around 2003, the
growth turned into a headlong
boom as it became increasingly
easy to borrow money cheaply. That
cheap borrowing contributed to a
flood of fresh investment in Eastern
Europe’s retail and property sec-
tors.

Governments in the region
mostly failed to counter signs of a
debt-fueled bubble. “Policy makers
in the region have been cheerlead-
ers of the boom, rather than pru-
dent guardians of growth,” says Mr.
Christensen of Danske Bank.

In Latvia, economic growth
topped 10% in 2007 thanks to ram-
pant consumer spending and con-
struction activity. Late last year,
Latvia refused to devalue its cur-
rency, which is pegged to the euro,
despite the country’s struggle to fi-
nance its huge import bill. It took
out a loan from the IMF and em-
barked on an austerity program of
wage and budget cuts. But its econ-
omy declined even faster under the
plan, triggering Friday’s resigna-
tion of the prime minister and cabi-
net in the face of rising public anger.

In some ways, Eastern Europe
faces bigger challenges than did
Southeast Asia after that region’s
1997 financial crisis. Then, the rest
of the world economy continued to
grow, providing healthy markets
for an export-driven recovery. But
this time, much of the developed
world is in a prolonged funk of its
own.

Federico Ghizzoni, manager of
Italian bank Unicredit’s central and
east European operations (with re-
gional loans totaling some 90 bil-
lion euros, or $115.5 billion), says
the biggest problem is the rising
loan-default rate. But he adds that
Eastern European economies have
some advantages.

For one thing, he says, they will
be protected to some extent by their
EU membership, which provides
them with money from Brussels to
help build up their economies.
There is also the large number of

Western companies that have set up
in the region.

“We have 1,000 companies from
Western Europe” that have in-
vested in the East he says. “There
are a large number of long-term in-
vestors who will continue to stay
during the crisis.”

Eastern Europe’s problems have
the potential to shake public confi-
dence in democracy and market eco-
nomics, although public anger has
so far focused on the mistakes of
specific leaders.

In Poland, the fall of the zloty has
intensified a long-running debate
over whether to join the euro. Be-
causeit is the largest, most-open econ-
omy in the region, the zloty, along
with the Czech currency, has borne
the brunt of recent capital flight.

Despite the zloty’s recent nose-
dive, economists says Poland’s econ-
omy is in many ways sounder than
more financially overstretched
countries such as Latvia or Roma-
nia. Poland’s strengths include rela-
tively strong foreign-exchange re-
serves. In addition, its banks aren’t
as deeply in debt as banks in some
neighboring countries.

But in a panicky market, even rel-

atively strong economies such as Po-
land and the Czech Republic are tak-
ing a beating.

Polish borrowers need to repay
about $71 billion of debts owed to
Western banks this year, much of it
denominated in foreign currencies.
Rising unemployment—expected to
reach more than 12% in mid-2009,
from 9% in September—will also re-
duce spending.

Last year’s growth of 4.8% could
easily be erased. Bankruptcies will
rise by at least 20% this year, accord-
ing to Euler Hermes, a unit of the Al-
lianz insurance group.

Furniture maker Swarzedz Me-
ble S.A. was founded a century ago.
It survived war and communism
and became one of Poland’s first
companies to list on the stock ex-
change. After several years of
sharply declining sales, Lukasz Stel-
maszyk, now 34, took over as CEO in
October 2007 and embarked on an
ambitious turnaround plan.

Last year brought signs of suc-
cess. Sales in the consumer division
doubled in the first three quarters
of the year, compared with the year-
earlier periods, he says.

But in the final quarter, as the

world economy began to stumble,
consumer growth slowed, while
business customers—especially in
Germany, Ukraine and Russia—be-
gan to put off purchases being dis-
cussed.

Things got so bad, so quickly,
that a month ago, Mr. Stelmaszyk
recommended the company be liqui-
dated.

“Because of euro entry in 2012,
we were very optimistic about 2008
and 2009,” he says. But, “every
week as the crisis evolved, custom-
ers canceled discussions.”

Many in Poland fell victim to cur-
rency swings. As the zloty rose last
year, some companies tried to take
advantage of the volatility to specu-
late—and tripped up.

Sfinks Polska SA, a restaurant
chain, has almost no revenue in eu-
ros. But the company in August and
October swapped some of its debt
into euros. That contributed a loss
of 8.8 million zloty ($2.4 million) by
the end of the year.

The management was replaced
in November, and last week the new
management filed for bankruptcy.
“In the opinion of the current man-
agement, these deals were specula-
tive,” wrote Mateusz Sielecki, the
current Investor Relations Man-
ager, in an email.

Many Polish borrowers are an-
gry at the banks, who heavily adver-
tised Swiss-franc loans. The trend
had started in 2004, but gathered
momentum with a real-estate boom
from 2005 to 2007, as Poles rushed
to buy their own homes. Banks put
out posters offering rates as little as
3% for a franc-denominated loan,
but included little clear information
about the inherent risk of borrow-
ing in another country’s currency.

Many banks force borrowers to
buy Swiss francs at a rate they de-
cide—on average 4.5% higher than
the commercial rate. The govern-
ment has ordered all banks to let
borrowers raise their own franc
funds, but many don’t know how to
do this.

Early this month, Mr. Lyczek,
who converted to a franc mortgage,
set up a Web site called “kupfranki-
buy francs,” where he has gathered
some 1,000 borrowers to pool funds
so that they can buy sufficiently
large quantities of francs to get a
commercial rate.

Continued from first page

Western Europe urges boost in IMF war chest to aid East
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Some analysts see
the East as Europe’s
own ‘subprime’ loan
market.

Weighing the risks
A comparison of some measures from Asia’s 1997 currency crisis and the 
current crisis in Eastern Europe

Sources: International Monetary Fund (current account balances); 
Thomson Reuters, WM/Reuters via Thomson Datastream (currencies)
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ment-owned or controlled—cancel-
ing and postponing construction.
Companies are also slashing staff
and extending installment plans to
prevent buyers from walking away
and missing payments.

Amid the real-estate carnage,
debt investors have driven up the
cost of insuring Dubai against de-
fault. The cost of insuring $10 mil-
lion of Dubai-related debt for five
years soared to more than $1 million
per year, about what it costs to in-
sure Icelandic debt.

On Thursday, Dubai eased wor-
ries significantly by paying down
and refinancing a big loan due this
week. Borse Dubai, a government-
controlled holding company, bor-
rowed $3.8 billion last year to fi-
nance its purchase of a 20% stake in
Nasdaq OMX Group Inc.

Dubai said last week that interna-
tional banks participated in a mod-
est refinancing of some of that loan.
But Dubai’s government stepped in
and ponied up the difference—
about $2.2 billion, according to peo-

ple familiar with the deal.
The Dubai government said late

Sunday it would issue $20 billion in
long-term bonds. It said the first
tranche of the facility—$10 billion
worth—was fully subscribed by the
U.A.E.’s central bank.

The bond will be unsecured,
fixed-rate paper, yielding 4% a year,
with a five-year maturity, the gov-
ernment said. The U.A.E.’s state me-
dia confirmed the deal in a separate
statement.

The media said the issuance will
provide Dubai “with the necessary li-
quidity to substitute the liquidity
that has dried up globally in the last
12 months and accordingly meet all
upcoming financial obligations.”
Dubai and U.A.E. officials didn’t re-
spond to requests for comment.

Speculation has swirled for
months about what terms the fed-
eral government—and Abu Dhabi,
the U.A.E.’s biggest and richest emir-
ate—would demand from Dubai in
exchange for a bailout. The publicly
disclosed terms of the deal late Sun-
day suggest the U.A.E. government

was willing to extend its loan with
no strings attached, at least for the
time being.

Credit analysts had long sus-
pected that Abu Dhabi would offer a
lifeline if Dubai overextended itself.
The seven emirates of the U.A.E. are
bound together in a long-standing
and stable federation dating back to
1971.

Still, the emirates also tend to
act independently. The ruling fami-
lies are hereditary monarchs with
sometimes-competing business, po-
litical and diplomatic interests.

Abu Dhabi, one of the world’s
largest oil producers, provides the li-
on’s share of the federation’s budget
and sits on vast reserves of foreign
exchange and overseas assets. That
gives it significantly more clout and
power in the behind-the-scenes po-
litical horse-trading involved in run-
ning the country. Abu Dhabi’s ruler
is the U.A.E.’s president, while
Dubai’s ruler is the federation’s
prime minister.

 —Mirna Sleiman and Nikhil
Lohade contributed to this article.
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RBS plans pullback, job cuts
as it refocuses its business

Areva faces cash crunch
Nuclear firm looks
to state, partners
for investment funds

UBS says naming clients
would violate Swiss law

Areva CEO Anne Lauvergeon and French President Nicolas Sarkozy, center, tour a French nuclear plant under construction.

By Sara Schaefer Muñoz

LONDON—Royal Bank of Scot-
land Group PLC is preparing to di-
vest assets, pull back from many glo-
bal markets and cut jobs as part of a
strategic plan meant to clarify the
ailing bank’s future, according to
people familiar with its plans.

RBS Chief Executive Stephen Hes-
ter intends to unveil the plan when
the bank, which is majority-owned
by the U.K. government, reports
2008 results Thursday.

As part of the plan, Edinburgh-
based RBS has hired Morgan Stanley
to shop the Asian assets it acquired
when it bought part of ABN Amro
Holding NV in 2007, according to peo-
ple close to the matter. It also plans
to eventually sell or wind down its
ABN Australian units, its aircraft
leasing operation and portfolios of
mortgages from Charter One Finan-
cial in the U.S, this person says.

RBS is also expected to indicate
that it plans to withdraw from half
the 60 countries it operates in, in-
cluding parts of Eastern Europe, as
well as from businesses like lever-
aged finance. Mr. Hester is expected
to say the bank will focus instead on
brands like its NatWest U.K. retail
unit, its insurance business and
parts of its U.S. retail bank Citizens,
as well as investment banking in ar-
eas including Hong Kong.

The moves are part of a broader
strategy to cut 10% to 15% of total ex-
penses over the next three to five
years, according a person familiar
with the plans.

RBS already signaled it planned
to dial back in Asia last month when
it sold its 4.3% stake in Bank of
China for roughly $2.37 billion.

Possible buyers of the bank’s
ABN Asian operations include Aus-
tralia & New Zealand Banking
Group Ltd. and U.K.-based Standard
Chartered PLC, which has an exten-
sive presence in Asia, a different per-
son close to the matter said.

The strategic review was
launched by Mr. Hester to get the
nearly 300-year-old bank back on
its feet after it foundered amid the
credit crunch and was forced to take
a £20 billion ($28.9 billion) govern-
ment capital injection last fall. Dur-
ing his tenure, former CEO Fred
Goodwin had expanded the bank’s
balance sheet to some £2 trillion.

ABN assets in Asia were part of
what RBS got when it purchased part
of the Dutch bank in 2007. They in-
cluded operations in India, China, Pa-
kistan and Indonesia. The India busi-
ness is desirable because ABN already
has a hard-to-get banking license
there, people close to the matter say.

RBS paid £10 billion for those
and other assets. However, given
the economic and financial market
downturn, the value of many of
these assets has deteriorated. The
bank has said it could have 2008
losses as high as £28 billion when it
announces results—tied largely to
goodwill on its acquisitions.

Also this week, RBS will an-
nounce the extent of its participa-
tion in the U.K.’s asset-insurance
program.

LEADING THE NEWS
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By David Gauthier-Villars

As governments increasingly
look to nuclear power for electric-
ity, France’s Areva SA should be sit-
ting pretty. The world’s largest nu-
clear-engineering company by rev-
enue recently won orders in China
and is in advanced talks with
power companies to sell reactors
in the U.S., the U.K. and India.

But the global recession has left
Areva scrambling for cash. When
Areva reports earnings Wednes-
day, executives are expected to
urge the French government to act
quickly to help fill a gap of as much
as Œ3 billion, or around $4 billion,
in Areva’s 2009 investment bud-
get—a hole that should have been
plugged several months ago. An
Areva union said Friday that lay-
offs may be necessary if something
isn’t done soon.

This year’s budget need marks
only the beginning of Areva’s dash
for cash. The company requires
roughly Œ10 billion over the next
four years to finance investments
in uranium mines, nuclear-fuel pro-
duction plants and heavy-parts
manufacturing. Areva also needs
Œ2 billion by 2012 to buy back
shares in its nuclear-reactor unit
after minority shareholder Sie-
mens AG pulled out. Areva may
also have to pay a hefty penalty be-
cause of delays in building a nu-
clear reactor in Finland.

Areva’s scramble for cash high-
lights how far the global credit
drought has spread, hurting even
those industries that should be en-
joying healthy growth.

Areva is profitable, thanks to its
maintenance services and strong
sales of nuclear-plant parts. It
posted a net profit of Œ760 billion
on revenue of Œ6.17 billion in the
first half of last year. Still, the com-
pany consumes more cash than it
generates from operations. And
with its credit rating placed under
negative watch by Standard &
Poor’s last month, Areva says it
won’t take on much more debt than
the Œ4.5 billion it had last summer.

On Friday, France’s white-collar la-
bor union said any government de-
lay in filling holes in Areva’s fi-
nances could force the company to
freeze investment, something that
would “lead to job cuts.”

The government, which is
Areva’s majority owner, is looking
at a number of options, including
allowing Areva to dispose of non-
core assets to free up cash or merg-
ing the company with French
heavy-engineering company Als-
tom SA. During a recent visit to a
nuclear reactor under construc-
tion in northern France, President
Nicolas Sarkozy said the govern-
ment would decide soon on how to
finance Areva’s expansion but he
didn’t give details.

The question is whether Paris
can come up with funding before
such competitors as Japan’s
Toshiba Corp. and General Elec-
tric Co. of the U.S. gain market
share.

Areva was created in 2001 when
the French government pooled all
its nuclear-engineering assets un-
der one roof. The idea was to pro-
vide power companies with a one-
stop shop where they could buy nu-
clear fuel, reactors and waste-man-
agement services. The strategy has
paid off. Last year, China ordered
two nuclear reactors from Areva
and enough nuclear fuel to power
the machines for 20 years. Areva
aims to garner a third of the
world’s nuclear-reactor orders in
coming decades and build at least
seven reactors in the U.S.

The French company first
needs financing. In 2004, Areva
sought to raise cash through a
rights issue, but the government
shelved the plan on concerns it
would dilute state control over an
asset with strategic value. Areva
Chief Executive Anne Lauvergeon
had said she was keen on reviving
plans to tap the stock market. But
she and other Areva executives
said recently the current weak
state of global markets now makes
that difficult. The company said
Ms. Lauvergeon declined to com-
ment for this article because of the
company’s coming earnings re-
port.

Areva is inviting partners to
share investment costs to meet im-
mediate financing needs. Areva ex-
ecutives say the French company is

in advanced talks to sell a 2.5%
stake in a Œ3 billion uranium-en-
richment plant under construction
in southern France to Japan’s Kan-
sai Electric Power Co. Kansai
didn’t respond to requests for com-
ment. Areva has already sold a 5%
interest in the facility to French en-
ergy utility GDF Suez SA. Areva
last year said it would pair up with
U.S. defense contractor Northrop
Grumman Corp. to build nuclear-
reactor vessels, steam generators
and other pieces of heavy equip-
ment at Northrop’s shipyards in
Newport News, Va.

Alstom, a French maker of high-
speed trains and power-generation
plants, says it would like to create a
vast heavy-engineering conglomer-
ate by combining Alstom and Areva
in a single entity. But Ms. Lauver-
geon has said she sees no advan-
tage in such a combination.

Areva may solicit direct state
aid to finance immediate needs,
people familiar with the situation
say. But the French government
has competing priorities as it tries
to help other companies hit hard
by the financial crisis, especially in
the banking and auto sectors.

Areva also sell could assets,
such as its Transmission & Distri-
bution unit, which makes high-volt-
age equipment for substations, or
its 26.43% stake in French mining
company Eramet SA, the people fa-
miliar with the matter say. Ana-
lysts say the Transmission & Distri-
bution unit could sell for as much
as Œ5 billion. But Areva executives
say they fear that selling a division
that employs 39% of the group’s
66,000 workers would sap the com-
pany of industrial heft. Meanwhile,
Eramet’s stock-market value has
dropped sharply in recent months,
putting the value of Areva’s stake
at roughly Œ950 million.

While Areva hunts for financ-
ing, its competitors have started
flexing their muscles. Toshiba,
owner of U.S. nuclear-reactor
maker Westinghouse, has started
to emulate Areva’s integrated strat-
egy by investing in uranium
projects. Siemens has said that, al-
though it is pulling out of its joint
venture with Areva, the German
company still aims to expand its nu-
clear business, possibly through
partnerships with Russian compa-
nies.

By Carrick Mollenkamp

UBS AG said in a U.S. court filing
Friday that its employees would be
forced to violate Swiss criminal law
to comply with the U.S.government’s
demand for the identities of 52,000
private account holders as part of a
massive tax-evasion inquiry.

Friday’s filing threatens to draw
both the U.S. and Swiss govern-
ments deeper into the already acri-
monious showdown between the
U.S. and UBS over the bank’s private-
banking practices. UBS argues in the
filing that Swiss law “strictly prohib-
its UBS and its employees from dis-
closing to the [Internal Revenue Ser-
vice] the account information lo-
cated in Switzerland.” Instead, the
bank says, the U.S. government’s pe-
tition “simply ignores the existence
of Swiss law and sovereignty.”

UBS also argued in Friday’s filing
that the IRS’s demand would require
the rewriting of tax treaties between
the two countries that dictate how
and what information can be dis-
closed. “To the extent that the IRS is
not satisfied with treaties that the
U.S. government has negotiated, that
concern should be remedied through
diplomacy, not an enforcement ac-
tion,” UBS said in the court filing.

The filing is UBS’s first response
in federal court since the U.S. gov-
ernment sued the bank last week to
obtain the account identities. The
lawsuit was filed Thursday, a day af-
ter UBS agreed to settle a parallel
criminal inquiry and turn over infor-
mation on 250 U.S. citizens who
used the bank to evade taxes.

That settlement, the result of a
criminal inquiry aided by a former
UBS banker, was a significant move
by U.S. tax authorities to reduce the
use of secretive bank accounts to
evadeU.S.taxes.Butthelegalfightpit-
ting the U.S. Justice Department and
the IRS against UBS over the 52,000
accounts could last months, with the
outcome uncertain for both sides.

Inits requestfortheaccountinfor-
mation, the Justice Department said
that it is basing its demand for the
52,000 identities on a 2004 internal
UBS document that showed some
32,000accountswithcashand20,000
with securities.

Central to the current wrangling
is a mid-2008 court order that autho-
rized the IRS to issue a summons to
UBS seeking account information
for unidentified U.S. taxpayers with
Swiss accounts at UBS.

UBS’s response to the lawsuit
was filed ahead of a conference be-
tween the U.S. and UBS lawyers
scheduled for Monday afternoon.

In its response, UBS said the IRS
demand places “UBS and its employ-
eesinanuntenableposition,stuckbe-
tween the enforcement power of this
[federal court] and the criminal law
of their sovereign home country.”

“UBS may find itself caught in a
Catch-22 between the U.S. District
Court’s enforcement powers, that in-
clude the imposition of sanctions, and
Switzerland’sbanksecrecylaws,”said
Milan Patel, a former IRS trial attor-
ney now with Withers LLP in Geneva.

Spokespeople for the Justice De-
partment and UBS didn’t immedi-
ately reply to requests for comment.
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Irish mogul’s empire
totters amid global
slump. Pages 14-15

A ‘king’ in India puts his realm at risk
Vijay Mallya offers
big part of liquor unit
to well-heeled rival

Advertisers like GM and Anheuser-Busch
are squeezing companies that produce and
broadcast their ads. Page 6

How important is
office popularity?
WSJ.com/Juggle

By Niraj Sheth

`NEW DELHI—A wave of anti-off-
shoring sentiment in the U.S. Con-
gress is prompting India’s biggest
tech companies to prepare for some-
thing unexpected: hiring Americans.

Outsourcing giants Infosys Tech-
nologies Ltd. and Wipro Ltd.—long
derided by some U.S. politicians for
taking U.S. jobs away—are laying
the groundwork to boost the num-
ber of jobs they create stateside,
mostly to make sure they can still do
business if the U.S. passes legisla-
tion that restricts their ability to
send Indians to the U.S. to work.

As U.S. unemployment rises,
such legislation could come soon, ob-
servers say. Already, a provision in
the stimulus bill signed by President
Obama on Tuesday makes it much
harder for U.S. banks bailed out by
the government to hire foreign tech
workers.

While the new provision doesn’t

directly affect Indian outsourcers, it
“set the alarm bells ringing,” says
Pratik Kumar, head of brand commu-
nication for Wipro. “This is a precur-
sor to what is going to be the prevail-
ing mood.”

The stimulus bill provision in-
creases the requirements that have
to be met for H1-B visas, which allow
U.S. companies to temporarily hire
foreign workers in a specialty field,
such as technology.

Infosys received 4,559 H1-B work
visas while Wipro was granted
2,567 in 2007, the latest year data
are available, making them the larg-
est recipients of the visas in the
world. Microsoft Corp. received
about 900. In 2007, 34% of all H1-B
visa holders came to the U.S. from In-
dia, the largest recipient.

To prepare for any restrictions
on new visas, Wipro, India’s third
largest software exporter by sales,
has been in talks with universities in
the Atlanta area, where it has an of-

fice. The company will start a pilot
program at Kennesaw State Univer-
sity this year and plans to hire 500
students in its first two years. It’s
the first time the Bangalore-based
company will recruit at an American
campus, says Mr. Kumar.

Once hired, the students would
take a 10-week distance-learning
course, the same online training
given to Indian hires, he adds.

Infosys, India’s second largest
outsourcer after Tata Consultancy
Services Ltd., has been recruiting on
a small scale in the U.S. for three
years. So far, the company has hired
600 U.S. college graduates and plans
to increase those numbers as com-
petitors like Microsoft cut staff.

“If there are more restrictions on
H1-B visas, local hiring is the option
out,” said Nandita Gurjar, head of the
company’s human resources group.

Hiring Americans comes with a
downside for the companies. Indian
outsourcers grew quickly by utiliz-

ing low-cost, skilled Indian engi-
neers, but the heftier salaries they
have to pay to Americans cut into
that cost advantage. Still, if Indians
are going to compete with U.S. and
European outsourcing companies,
they need to have people in the U.S.
to work face-to-face with custom-
ers, the outsourcers say.

The companies’ plans to ramp up
recruiting in the U.S. come as they
sharply slow hiring at home because
of the downturn in the global econ-
omy. Infosys says it made 15% fewer
offers to Indian graduates this year,
while Wipro said last week that it
didn’t plan on hiring any more than
the 8,000 Indian graduates it has
made offers to so far this year. Last
year, the outsourcer took in 13,600
new hires. The two, among others,
have also postponed hiring many In-
dian students they made offers to
last year. Wipro had 1,100 fewer em-
ployees in December than it did in
September.

T
IMES are tough for India’s
“king of good times.” Vi-
jay Mallya’s United Spir-
its Ltd. and Kingfisher
Airlines Ltd. have made

him one of India’s wealthiest and
most-recognized businessmen—an

image he cultivates with a Formula
One auto-racing team, parties with
Bollywood actors and liberal use of
his nickname.

Yet last week, with his airline log-
ging millions of dollars in losses and
United Spirits’ liquidity
dropping sharply, Mr. Mal-
lya and his partners put
some of their own shares
on the line to keep both
businesses afloat.

Now, in a risky maneu-
ver, Mr. Mallya is looking
to cede a major portion of
his liquor kingdom to a ri-
val: Britain’s Diageo PLC.
While a deal could extend
Mr. Mallya’s reach and
help him tighten his grip
on India’s liquor industry,
it also could make him vul-
nerable to an internal
threat from a well-heeled
foreign competitor.

Diageo and Mr. Mallya
(pronounced MAHL-yuh)
have been discussing a
deal in which the world’s
largest spirits maker by
sales could buy anywhere
from 14% to 35% of Banga-

lore-based United Spirits, a person
familiar with the talks says. Based on
United Spirits’ current market capi-
talization, a 35% stake would be val-
ued at about $430 million.

Diageo Chief Executive Paul
Walsh said reports that a deal is close
are “very, very premature.” But Dia-
geo recently raised money on the
bond market and could easily fund
the investment, he said at news con-
ference on Feb. 12. “We have got a lot
of cash,” he said. “We have a desire to
increase our footprint in India.”

A United Spirits deal would bring
Diageo greater access to a potentially
vast market: India has the most whis-
key drinkers of any country in the
world. Diageo manufactures Smirnoff
vodka and other spirits in India. A
deal with United Spirits could propel
Diageo’s Indian sales by increasing
the number of bars and stores where
its spirits are sold, analysts say.

A pact also could help Diageo
catch up to French rival Pernod
Ricard SA, which sells Chivas Regal
Scotch whisky and Indian-made whis-
keys in India. Although smaller than
Diageo in global revenue, Pernod is
the No. 1 foreign spirits producer in
India, selling 11 million cases a year
compared with Diageo’s 1.5 million,
according to International Wine and
Spirit Record, a London research
firm. Pernod declined to comment on
Diageo’s talks with United Spirits.

Indian distillers, meanwhile,
worry that a combination of Diageo’s
upmarket brands and United Spirits’
roughly 45% share of the market
would force out smaller players, leav-
ing only one company with control of
India’s alcohol industry. “Others
might be totally put out,” says Japial
Singh Datta, head brewer for United
Spirits’ rival Mohan Meakin Ltd.

A sticking point in negotiations

could be the level of Diageo’s share-
holding. “We don’t like passive, mi-
nority interests,” says Chief Finan-
cial Officer Nick Rose, who is oversee-
ing the negotiations for Diageo.

Such comments have prompted
some analysts to question whether
it is wise for Mr. Mallya to sell a
large interest to a rival who could
use the stake as a platform to seize
control down the line. “Fourteen per-
cent cannot be the end objective”
for Diageo, says Bruce Davidson,
head of research at London’s Blue
Oar Securities. “It gives you a foot-
hold, but you are always operating
from a position of weakness.”

Mr. Mallya says in an interview
thatheis“quitecomfortablewithDia-
geo or anybody else who comes
in…to have a stake, as long as it’s not
greaterthanmine.”Mr.Mallya’shold-
ingcompany,UnitedBreweriesHold-
ings Ltd., holds a 37% share of United

Spirits.
An infusion of funds

would be welcome. As of
March 31, 2008, the latest
figures available, United
Spirits had cash reserves
of $5.75 million, down
from$76.5milliontheyear
before. Liabilities rose to
$150 million from $109.2
million.UnitedSpiritssaid
on Feb. 16 that Mr. Mallya
and the company’s six
other founders have put
up 33% of the company’s
shares, valued at $457.7
million, as collateral to se-
cure funding from lend-
ers—a signal that the dis-
tiller’s cash might have
dwindled further.

The Diageo negotia-
tions come against the
backdrop of Mr. Mallya’s
separate efforts to prop
up Kingfisher Airlines,

which lost $130 million last quarter.
Mr. Mallya and the airline’s three
other founders recently pledged
44% of the carrier’s shares, valued at
$3.85 billion, to raise money from
lenders. The airline also is looking to
sell a 25% stake. Some analysts have
said they suspect that United Spir-
its’ talks with Diageo may be aimed
at helping Kingfisher Airlines. But
United Breweries executives have
said no money from a Diageo deal
would be used to support the airline.

A deal with Diageo has intrinsic
value, according to Mr. Mallya and
his associates. For one, it could give
United Spirits—which sells a range
of low- to midmarket whiskeys—ac-
cess to markets outside India, says
Ravi Nedungadi, president and chief
financial officer of United Breweries.
Diageo, Mr. Nedungadi says, “brings
to the table global distribution.”

And Mr. Mallya says the chief rea-
son for joining forces with the British
distiller would be to gain access to
Diageo brands. “It’s simple: India will
be the largest market in the world for
Scotch whisky.”

 —Dana Cimilluca in London
contributed to this article.

Indian outsourcing firms look to hire more Americans
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Vijay Mallya’s Formula One team helped him cultivate an image as India’s ‘king of good times.’ Now that
liquidity has dropped at United Spirits, he’s trying to sell part of the company to Britain’s Diageo.

By Niraj Sheth in New Delhi and
Aaron O. Patrick in London

Pratik Kumar, head of brand
communication for outsourcing giant
Wipro, says the Bangalore-based
company plans to recruit at an
American campus.
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Ford lures new customers as GM and Chrysler stumble

GM’s troubles travel beyond the U.S.
Swedish unit Saab files for bankruptcy protection as car maker seeks help from Canadian government, workers
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No brakes
GM’s market value fell to $1.08 
billion Friday

Note: weekly data

Source: WSJ Market Data Group
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By Matthew Dolan

Ford Motor Co., which hasn’t
taken a dime of U.S. government bail-
out loans, is benefiting from the
troubles of its two cross-town com-
petitors in Detroit, General Motors
Corp. and Chrysler LLC.

GM and Chrysler are required to
seek cost concessions from the
United Auto Workers union under
the terms of their federal loans.
That allowed Ford to open parallel
talks with the UAW, which has a his-
tory of working out the same condi-
tions at each company.

Last week, Ford and the UAW
reached an agreement to cut pay for
laid-off workers, ease work rules and
eliminate wage increases tied to the
cost of living—two days before GM
and Chrysler reached the same deal.

At the same time, while GM and
Chrysler have been hit with a steady
stream of negative news—including
growing concern they may need to
file for bankruptcy protection—Ford
has been having more success at lur-
ing away its competitors’ customers.

Ford’s share of the U.S. retail mar-
ket rose in each of the past four
months, while GM’s and Chrysler’s
fell, Ford said.

In January, 45% of Ford buyers
turned in cars or trucks of other

manufacturers, up from 38% in Au-
gust, according to Edmunds.com, an
auto-shopping Web site. Mean-
while, the “conquest rate” for GM’s
Chevrolet was 43% last month,
down from 49% in August, and for
the Chrysler brand, the conquest
rate was 60% last month, down from
67% in August, according to Ed-
munds. “That’s a sign that there is

something definitely going on for
Ford,” said Jesse Toprak, an analyst
at Edmunds Inc.

For some domestic-car buyers,
the bankruptcy talk has been
enough to cause them to defect to
Ford. John Grassi of Warren, Mich.,
recently turned in his leased Dodge
Grand Caravan minivan and re-
placed it with a Ford Fusion.

“The future of GM and Chrysler
certainly played a part in my deci-
sion,” said Mr. Grassi, 50 years old,
who works for Warren’s parks-and-
recreation department. “Ford
seems to be the most sound in terms
of staying solvent. I mean, you look
at your warranty and you want that
warranty to be good.”

Still, Ford has many challenges.
Edmunds’s Mr. Toprak said the com-
pany is “weighed down” by the per-
ception of many consumers that it is
in the same boat as GM and
Chrysler. All auto makers are suffer-
ing from the recession and credit
crunch, which have sent sales plum-
meting. In January, Ford’s sales
were down 40%. And the company
continues to post huge losses, in-
cluding $5.5 billion in the fourth
quarter, that are eating up its cash.

Ford isn’t assuming its trend of
recent market-share increases will
continue. “This market provides lim-

ited opportunities. You can’t will
yourself to higher sales,” said Ford
sales analyst George Pipas.

Ford has told the federal govern-
ment it doesn’t need loans for now,
mainly because it raised about $23.5
billion in 2006 by mortgaging al-
most all of its plants and assets. The
company said it had $13.4 billion in
cash as of Dec. 31 and drew down its
last line of credit for an additional
$10.1 billion in January.

So far, GM has won $13.4 billion
in loans from the U.S. Treasury De-
partment, and last week asked for as
much as $16.6 billion more in a revi-
talization plan it was required to
give the government. Chrysler has
received $4 billion and has asked for
$5 billion more.

The UAW concessions reached
last week could save the auto mak-
ers hundreds of millions of dollars a
year—for Ford, a windfall from its ri-
vals’ struggles. The union agree-
ment “was styled in such a way to
benefit all three companies,” UAW
President Ron Gettelfinger said in
an interview Thursday with Detroit
radio station WWJ.

The terms of the government
loans also require GM, Chrysler and
the union to work out a way for the
companies to put less cash and more
stock into trust funds to cover the

cost of health care for retired union
workers. That has opened the door
for similar talks at Ford, although no
agreements have been reached yet.

Ford also is believed to be seek-
ing concessions from its bondhold-
ers and dealers, also required by the
loans given to GM and Chrysler.
Ford has been less forthcoming
about the state of these talks. But
Ford Chief Executive Alan Mulally
said during an earnings call last
month that “I really believe from the
ongoing conversations that we are
having with all the stakeholders and
the U.S. government that as we go
through this and we continue to
take the actions that we need to take
that we will not be disadvantaged.”

Meanwhile, Ford seems to have
made headway with customers as
both GM and Chrysler nearly ran out
of money over the past few months.
In Centerline, Mich., Bob Thibodeau
said he has noticed more owners of
other makes shopping at his Ford
dealership.

Ford also may be seeing more cus-
tomer traffic because it just
launched a redesigned version of its
F-150 pickup truck, the top-selling
vehicle in the U.S., and its finance
arm is healthier than the lenders
GM and Chrysler work with, GMAC
LLC and Chrysler Financial.

SAAB chief Jan-Ake Jonsson talks to
reporters after the company filed for
bankruptcy. Sweden’s government
declined to bail out the auto maker.
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Signs of a shift
In the past four months, Ford has 
increased its retail market share 
in the U.S. as its cross-town 
competitors have seen their 
market share slide. 
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By Ola Kinnander

And Leila Abboud

The global fallout from General
Motors Corp.’s difficulties wors-
ened as its Swedish subsidiary,
Saab, sought protection from credi-
tors and other GM operations went
begging for local government aid.

GM on Friday asked the Cana-
dian government for help in cover-
ing fast-growing retiree costs. At a
news conference, Canadian Minis-
ter of Industry Tony Clement said
GM indicated it is seeking a loan of
C$6 billion to C$7 billion ($4.77 bil-
lion to $5.56 billion).

GM’s future in Canada has be-
come uncertain as money-saving
labor deals in the U.S. and the weak
American dollar reduced Canada’s
competitive edge in labor costs.
GM said help from the Canadian
government, as well as from the Ca-
nadian Auto Workers union, would
allow it to continue to build cars
and trucks in the country.

Saab’s filing in Sweden on Fri-
day came as the car maker looks to
reorganize and find a way to be-
come independent of GM, which is
scrambling to pare its operations
and meet the terms of the $13.4 bil-
lion in loans it has received from
the U.S. government.

On Tuesday, GM filed a reorgani-
zation plan with the U.S. Treasury
that calls for it to strike a deal with
bondholders to reduce debt and
work with the United Auto Work-
ers to cut labor costs. GM also said
it plans to phase out its Saturn and
Hummer brands, shrink Pontiac and
warned that Saab could file for reor-
ganization.

GM told the government in the
plan that it may need as much as
$16.6 billion in additional U.S.
loans to reorganize.

Officials of the Obama adminis-

tration’s auto task force met for the
first time Friday to weigh the bail-
out plans submitted by GM as well
as Chrysler LLC. Led by Treasury
Secretary Timothy Geithner and
Lawrence Summers, President
Barack Obama’s chief economic ad-
viser, the group of about a dozen offi-
cials spent 90 minutes digging into
the two companies’ rescue plans.

Administration officials say the
GM and Chrysler reorganization
plans are simply the start of a
grueling series of discussions and
negotiations.

“There is gloom all around. This
is a terrible situation,” an adminis-
tration official said. “But the admin-
istration is committed to figuring
this out. We are clear-eyed on the
scope of the challenges we face.”

The administration also de-
cided to appoint financier Steven
Rattner, a lead player at private-eq-
uity firm Quadrangle, to the auto
task force after having decided ear-
lier against making him the admin-
istration’s overall “car czar” and in-
stead relying on a committee.

GM has sought financial help in
various countries outside the U.S.,
but so far those requests are fall-
ing on less-receptive ears.

The Swedish government de-
clined to bail out Saab, saying it didn’t
believe a plan to restructure the
money-losing car maker was realistic.

In Germany, GM’s Opel subsid-
iary said Friday it would need far
more government aid than previ-
ously anticipated, blaming a rap-
idly deteriorating auto market.
Opel said it would need “at least”
Œ3.3 billion ($4.24 billion) in new
capital to survive and become
more independent of its ailing par-
ent, up from a Œ1.8 billion request
last year.

The German government said it
would consider the request when

it received Opel’s formal restruc-
turing plan. One option might be
for the government to take a stake
in Opel, which has 25,000 workers
in Germany.

Germany’s new economic minis-
ter said he has set up an informal
working group with the U.S. trea-
sury secretary aimed at finding a
way to save GM’s German-based
Opel unit, the Associated Press re-
ported, citing comments pub-
lished in a newspaper Sunday.

Karl-Theodor zu Guttenberg
said he had contacted Mr. Geithner
about setting up a working group
in hopes of finding a way to secure
the future of Adam Opel GmbH, ac-
cording to Bild am Sonntag. “I will
use my first visit to the USA in
March to hold further talks” on the
issue, Mr. zu Guttenberg was
quoted as saying.

In Korea, GM’s Daewoo unit

asked the government for finan-
cial aid last week but was turned
down. On Friday, Daewoo asked for
an undisclosed amount of emer-
gency funding from state-run Ko-
rea Development Bank as the car
maker faces a liquidity crunch.

Auto makers have been rocked
in the past six months by plummet-

ing demand for vehicles and a tight-
ening credit market, which makes
it harder to fund their capital-in-
tensive operations and for consum-
ers to make purchases.

Countries including France and
the U.S. have responded with siz-
able aid packages to car makers,
while Germany, Spain and Italy
have passed measures to encourage
people to buy cars. The European
Union has said it would extend
some Œ7 billion in aid for companies
that develop more environmentally
friendly cars or technologies.

As part of GM’s recovery plan,
the company pledged to squeeze
$1.2 billion in savings out of its Euro-
pean operations. That has led Opel
and Saab to say they will likely seek
independence from GM by either
selling themselves to or joining
forces with other auto makers. But
analysts say finding such opportuni-
ties right now would be difficult.

Saab, which has rarely turned a
profit since GM first invested in the
brand in 1990, sought an estimated
$572 million in aid from the Swed-
ish government. But its sales have
fallen so far that its viability as an in-
dependent company is “very low,”
Joran Hagglund, state secretary at
the Swedish Ministry of Enterprise,
Energy and Communication, said in
an interview.

Workers at Saab are frustrated
by the government’s refusal to help,
said Paul Akerlund, a union repre-
sentative. “I don’t think the govern-
ment understands what a serious
situation this is,” he said. “Sweden
is making a serious mistake. At the
end of this crisis, countries like
France and the U.S. will have helped
save their car makers, while Swe-
den will have nothing left.”
 —Roman Kessler and Sharon Terlep

contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 38.30 $23.58 0.39 1.68%
Alcoa AA 27.20 6.29 –0.06 –0.94%
AmExpress AXP 31.30 12.97 0.10 0.78%
BankAm BAC 820.20 3.79 –0.14 –3.56%
Boeing BA 10.10 36.31 –1.26 –3.35%
Caterpillar CAT 19.20 26.66 –0.36 –1.33%
Chevron CVX 18.70 65.07 –1.61 –2.41%
Citigroup C 602.70 1.95 –0.56 –22.31%
CocaCola KO 14.50 42.84 –0.46 –1.06%
Disney DIS 22.30 17.53 –0.16 –0.90%
DuPont DD 10.80 20.38 –0.50 –2.39%
ExxonMobil XOM 40.10 71.23 –0.93 –1.29%
GenElec GE 317.10 9.38 –0.68 –6.76%
GenMotor GM 20.80 1.77 –0.23 –11.50%
HewlettPk HPQ 25.20 31.24 –0.15 –0.48%
HomeDpt HD 28.80 19.46 –0.70 –3.47%
Intel INTC 70.30 12.78 0.10 0.79%
IBM IBM 11.80 88.79 –0.14 –0.16%
JPMorgChas JPM 130.80 19.90 –0.70 –3.40%
JohnsJohns JNJ 23.60 54.65 –0.82 –1.48%
KftFoods KFT 14.50 23.51 –0.82 –3.37%
McDonalds MCD 13.00 54.57 –0.74 –1.34%
Merck MRK 17.00 28.10 –0.43 –1.51%
Microsoft MSFT 66.90 18.00 0.09 0.50%
Pfizer PFE 60.50 13.71 –0.32 –2.28%
ProctGamb PG 18.70 50.25 –0.88 –1.72%
3M MMM 8.30 47.25 0.18 0.38%
UnitedTech UTX 8.10 43.99 –0.73 –1.63%
Verizon VZ 27.30 28.81 0.82 2.93%
WalMart WMT 28.60 50.02 –0.43 –0.85%

Dow Jones Industrial Average P/E: 18
LAST: 7365.67 t 100.28, or 1.34%

YEAR TO DATE: t 1,410.72, or 16.1%

OVER 52 WEEKS t 5,015.35, or 40.5%

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

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

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

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

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

Fiat "1,260" –45 66 12 Kdom Sweden 142 4 40 29

Ladbrokes 359 –30 –24 –137 ArcelorMittal Fin 915 12 22 –240

Endesa  379 –27 –27 –218 Telekom Austria  140 16 51 28

PPR 554 –27 3 –36 Wendel 834 17 136 60

Clariant AG 478 –25 1 –64 Rallye 1222 17 66 5

Alcatel Lucent "1,409" –21 83 104 Glencore Intl  1245 17 83 –110

Alliance Boots Hldgs  634 –21 –2 –31 Raiffeisen Zentralbank Oesterreich  394 19 102 144

Daimler AG 265 –20 15 –52 Seat Pagine Gialle  1849 30 122 285

Gas Nat SDG 309 –20 –5 –51 Gov & Co Bk Irlnd 538 40 180 190

AB Volvo 427 –19 –3 –67 Contl AG 1339 63 315 368

Source: Markit Group

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

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

Nestle Switzerland Food Products $127.3 39.16 0.56% –19.8% 2.7%

France Telecom France Fixed Line Telecoms 57.4 17.41 –0.60% –23.4 –6.7

Astrazeneca U.K. Pharmaceuticals 51.3 24.63 –1.00 22.7 –6.7

Vodafone Grp U.K. Mobile Telecoms 104.7 1.26 –1.30 –22.8 7.4

Telefonica Spain Fixed Line Telecoms 81.3 13.69 –1.44 –28.0 6.0

AXA France Full Line Insurance $21.8 8.28 –18.41% –63.0 –71.2

Anglo Amer U.K. General Mining 19.7 10.27 –16.91 –67.7 –53.1

Intesa Sanpaolo Italy Banks 26.6 1.78 –15.34 –59.5 –64.2

UBS Switzerland Banks 27.4 11.00 –14.06 –65.3 –82.6

ING Groep Netherlands Life Insurance 10.6 4.04 –12.38 –82.1 –87.2

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

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

Deutsche Telekom 51.8 9.41 –1.52% –25.9% –29.7%
Germany (Mobile Telecommunications)
Novartis 106.8 47.60 –1.57 –12.4 –33.3
Switzerland (Pharmaceuticals)
Diageo 34.0 8.61 –1.71 –17.2 –1.7
U.K. (Distillers & Vintners)
Unilever 33.2 15.37 –1.79 –25.6 –21.7
Netherlands (Food Products)
Tesco 38.8 3.45 –2.07 –13.9 2.7
U.K. (Food Retailers & Wholesalers)
Roche Hldg Pt. Ct. 84.3 141.40 –2.08 –27.9 –26.7
Switzerland (Pharmaceuticals)
L.M. Ericsson Tel B 25.1 74.30 –2.11 10.9 –45.8
Sweden (Telecoms Equipment)
BHP Billiton 36.8 11.52 –2.37 –28.7 17.6
U.K. (General Mining)
GDF Suez 72.4 26.19 –2.64 –27.0 –12.1
France (Multiutilities)
Royal Dutch Shell 83.4 18.64 –2.71 –23.1 –27.5
U.K. (Integrated Oil & Gas)
British Amer Tob 50.2 17.31 –2.81 –7.6 30.4
U.K. (Tobacco)
GlaxoSmithKline 93.1 11.38 –2.82 2.5 –22.1
U.K. (Pharmaceuticals)
Sanofi-Aventis 73.8 44.47 –2.91 –13.9 –38.7
France (Pharmaceuticals)
SAP 40.5 26.21 –2.94 –19.4 –40.0
Germany (Software)
Iberdrola 34.4 5.46 –3.36 –44.4 –21.0
Spain (Conventional Electricity)
Bayer 39.5 40.99 –3.55 –21.9 19.1
Germany (Specialty Chemicals)
E.ON 54.6 21.62 –4.08 –49.0 –29.2
Germany (Multiutilities)
HSBC Hldgs 82.2 4.77 –4.17 –36.6 –51.3
U.K. (Banks)
Total 112.9 37.75 –4.26 –24.4 –28.9
France (Integrated Oil & Gas)
BP 136.9 4.63 –4.29 –15.6 –28.6
U.K. (Integrated Oil & Gas)

BNP Paribas 26.8 23.33 –4.80% –61.9% –70.3%
France (Banks)
BASF 25.2 21.74 –5.19 –48.6 –31.6
Germany (Commodity Chemicals)
Nokia 38.8 8.09 –5.27 –67.0 –49.2
Finland (Telecoms Equipment)
ENI 80.7 15.98 –5.33 –29.6 –33.6
Italy (Integrated Oil & Gas)
Banco Santander 49.6 4.92 –5.38 –55.0 –56.9
Spain (Banks)
ArcelorMittal 31.1 17.00 –5.56 –67.3 ...
Luxembourg (Iron & Steel)
Credit Suisse Grp 27.6 27.48 –5.63 –46.7 –62.5
Switzerland (Banks)
ABB 26.6 13.51 –5.79 –46.3 –13.0
Switzerland (Industrial Machinery)
Barclays 11.4 0.95 –5.84 –79.6 –85.4
U.K. (Banks)
Siemens 48.3 41.89 –6.01 –52.2 –46.4
Germany (Diversified Industrials)
Assicurazioni Genli 23.2 13.03 –6.26 –53.9 –53.3
Italy (Full Line Insurance)
Banco Bilbao Vizcaya 27.5 5.82 –6.43 –57.0 –66.0
Spain (Banks)
Koninklijke Philips 16.8 13.17 –6.66 –50.0 –52.6
Netherlands (Consumer Electronics)
Daimler 24.9 20.46 –6.79 –62.9 –56.6
Germany (Automobiles)
Soc. Generale 16.5 22.49 –6.89 –65.2 –79.9
France (Banks)
UniCredit 15.1 0.90 –8.71 –81.4 –85.7
Italy (Banks)
Allianz SE 29.9 52.43 –8.98 –54.9 –61.4
Germany (Full Line Insurance)
Rio Tinto 26.0 18.10 –9.50 –68.2 –34.9
U.K. (General Mining)
Deutsche Bk 13.2 18.35 –9.58 –75.3 –80.6
Germany (Banks)
Royal Bk of Scot 10.9 0.19 –11.47 –93.9 –96.3
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.00% 0.76% 2.1% 2.2% -5.3%
Event Driven -0.33% 0.29% -5.8% 1.6% -25.8%
Distressed Securities -0.80% -4.14% -14.4% -5.9% -37.8%

*Estimates as of 02/19/09, 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 1.68 97.91% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.74 93.76 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.64 84.10 0.06 11.20 5.74 9.15

Asia ex-Japan IG: 10/1 4.27 91.04 0.02 6.63 1.99 3.60

Japan: 10/1 5.02 85.93 0.02 5.58 1.58 2.97

 Note: Data as of February 19

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

In percentage points

10.00

7.50

5.00

2.50

0

t
Europe Sub Financials

t

Europe Crossover

Sept. Oct. Nov.
2009

Dec. Jan. Feb.

Index roll

Source: Markit Group

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.

Europe: 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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Director General Yoo Jae-hoon, citing eight
new investment business licenses granted.
“Through promotion of industry, but also market
development, we hope the longer-term effect will
bring about a more mature capital market.”

Korea’s capital markets already boast significant
economies of scale. According to the Annual
Report of the World Federation of Exchanges
in 2007 (the year with the latest data available),
Korea’s markets were valued at US$2.01 trillion
- close to Hong Kong’s (US$2.71 trillion), and

ahead of Singapore’s (US$0.92 trillion). Korea’s
combined stock and bond markets were Asia’s 4th
largest, and the world’s 14th.

Sophistication is increasing too: In September
2008, the FTSE raised Korea to the status of
“DevelopedMarket.”

Oh Se-hoon,(48) served in the
National Assembly with the ruling
Grand National Party before wining
Seoul’s mayor ship in 2006. Prior
to entering politics, he worked as
a lawyer, and maintains a strong
interest in environmental affairs
and design. He is halfway through
his four-year term.

Q: Why does Seoul want to become a regional
finance center?
A: Korea grew to be the world’s 13th largest
economy driven by export-based manufacturing
industries. Now, Korea has to grow its service sector,
and finance can lead this. Moreover, opportunity
beckons. Japan, the world’s second largest economy
is to our east; China, the world’s fastest growing
economy, is to our west; and the Russian Far East,
with its un-tapped natural resources, lies to our
northeast. By harnessing our financial industry to
these opportunities, Seoul wants to kick-start a new

regional growth engine.

Q: What benefits will Seoul offer to investors
through the designation of Yeouido as the
official financial district?
A: Seoul will foster Yeouido as world-class
multifunctional district of business residence, and
tourism. We will develop Yeouido by dividing it
into three areas: a central business area, a back-office
services area and a residential area

At the epi-center of Northeast Asia, one of the
world’s top three zones of economic activity, lies
the Korean peninsula. At the “belly button” of the
peninsula nestles Seoul. And at the heart of Seoul
is an island now positioning itself as Asia’s next
regional finance center.

“Yeouido is where much of Korea’s finance is
centered, and is the only business district in Seoul
with the development potential to become the
dominant financial center,” says Jonathan Perratt,
president of Skylan Development, a multinational
raising a US$2.2 billion mixed-used complex on
the island. “The authorities are actively promoting
the city as a major financial and business hub
in North Asia which will stimulate demand for
leasing and investment as Seoul upgrades to match
other business centres in the region.”

Heart of Seoul : Yeouido
Designated as InternationalFinanceDistrict

Once a sleepy island on the Hangang River
that bisects Seoul, the 3.97 million square meter
Yeouido has played key roles in the capital’s modern
development. In 1916, it was Seoul’s first airfield; the
plaza in its central park is the last remnant of the old
runway. That changed in 1968, when Yeouido was
designated as the site for Korea’s National Assembly.
Today’s Yeouido - with its high-rise architecture,
park and wealth of financial institutions, it is dubbed
“Seoul’s Manhattan”- was re-designated Korea’s
official financial center on January 21, 2009 by the
Financial Services Commission. The FSC said
Yeouido will be given state support and be expanded
as a general financial hub.

Seoul boasts three business districts: One north
of the river, one south of it, and Yeouido. The
island, connected to three arterial roads and two

By Andrew Salmon subway lines is dead center. It is also convenient
for Incheon International Airport, a 45-minute
drive, or 62-minute subway ride, away.

The designation, offering tax breaks and easing
building restrictions, makes de jure what is already
de facto. On Yeouido are clustered the Financial
Supervisory Service, the main office of the Korea

Stock Exchange, the Korea Securities Dealers
Association, the Korea Securities Depository, the
Asset Management Association of Korea and the
Korea Futures Association.With 32 of 62 Korea-
based securities firms, 38 of 57 futures companies,
and 40 of 59 asset managers,Yeouido hosts Korea’s
largest conglomeration of financial talent.

Befitting Yeouido’s new designation, two
world-class developments are currently rising, to
open between 2011 and 2013.

One is the Seoul Metropolitan Government/
AIG-invested Seoul International Finance Center
- a complex of office buildings, international hotel,
convention center and shopping mall - on a 33,000
square meter site. The other is the privately-
invested Parc1, a complex of international hotel,

two office towers – one, at 72 stories, will be
Korea’s tallest building – and shopping mall spread
over 46,000 square meters.These projects will re-
define Yeouido’s skyline, inject sophistication, and
fill the current dearth of A-grade office space.

Heart ofAsia : Seoul
OpportunitiesYouCannotOverlook

Meanwhile, Seoul is garnering plaudits from
players and pundits

“Seoul’s core advantages are the energy
and drive of its people, its ability to move very
quickly, its communications infrastructure and
its proximity to North Asian markets,” says John
Walker, Korea head of Australia-based finance
multinational the Macquarie Group. “These
inherent advantages position Seoul well to achieve
to its aim as a financial service centre in the
region.”

Seoul ranked in ninth place in both
Mastercard’s “Worldwide Centers of Commerce
2008” study and AT Kearney’s “2008 Global
Cities,” index.

“Centers of Commerce” studied 75 cities. In
the “Financial Flow” category, comparing financial
services networks and securities transactions, Seoul
came ahead of Tokyo, Singapore and Hong Kong.
It also scored strongly as a “Business Center” –
rating air traffic volumes, property developments
and five-star hotels – beating Frankfurt, Chicago
and Sydney.

In “Global Cities,” among 60 cities, Seoul
ranked fifth in “Information Flow,” which studied
broadband connections and the volumes of
internationally dispersed news and information
the city generates. It came seventh in “Business
Exchange” which studied capital markets, the
number of Fortune 500 companies and goods
flows. And in “Cultural Experience,” ranking the
attractions a city offers to visitors and residents,
Seoul came tenth.

Seoul: Asia’s Next Market
A Regional Finance Center Takes Shape

Regarding the central business area, Seoul City is on
the progress of designating the area as “promotional
area” in order to attract global financial institutions
and facilitate the development of the area.Through
the designation, Seoul will be able to offer various
incentives such as supplying infrastructures, easing
development restrictions, reducing acquisition and
registration tax, and funding support for facilities
construction. We will prioritize the construction of
international schools and world-class medical centers

for foreigners by securing the public land.

Q. What impact will Yeouido’s financial district
designation bring to Seoul?
According to the Korea Institute for International
Economic Policy, if Seoul succeeds in positioning
itself as a regional finance center, between 2009 and
2020, the gross production of the finance industry
in Seoul is estimated to reach KRW 85.46 trillion
(approximately US$ 6.17 trillion), while creating

800,000 new jobs.

Q: The financial world is being shaken by
unprecedented turmoil. Is now the time to
promote this project?
A:Turmoil is not unprecedented for us! In 1997, we
were pounded by the Asian economic tsunami, but
we moved fast: Recovery was quicker than anyone
predicted. The financial reforms undertaken then
are bearing fruit now as we undertook reforms
earlier than competitors.This, and our crisis control
expertise, underwrites Seoul’s viability.

“Wewill AccelerateDeregulation andTaxReduction”

If Yeouido is the “hardware” that lays Seoul’s
foundation as a regional finance center, the
“software” has been installed in February 2009,
when Korea implemented the Capital Markets
Consolidation Act (CMCA), a move expected to
detonate a “Big Bang.”

Combining seven separate finance-related
acts into one, the CMCA eradicates overlapping
regulations and barriers, enabling a greater range
of products and services. This will rebalance
Korea’s finance sector, f rom its traditional

emphasis on banking, to one where banks and
capital market players compete equally. The
CMCA also moves regulation from a positive
system under which anything new requires
specific permission to a negative system under
which anything not forbidden is permitted.
This will dissolve much of the red tape which so
frustrates foreign investors.

“We expect both immediate and long-
term effect, and some changes have already
happened,” said Financial Services Commission

Bootingup theSoftware for a“BigBang”

In 2007, Seoul, home to 10 million, netted
two-thirds of Korea’s total foreign direct
investment. Seoul’s expatriates are served by 21
international schools, and 10 English-speaking
clinics.

As capital of the world’s 13th largest economy,
with champion manufacturers in semiconductors,
LCDs, cellphones, ships, autos and steel, Seoul is no
Singapore or Hong Kong: Its hinterland comprises
a consumer market of 48 million South Koreans
(per capita GDP: US$25,000). Yet Korea’s core
competency is its artery of connections to the region.

“It is right in the center of Northeast Asia, so
offers easy access to all of the neighborhood,” says
James Rooney, chairman of financial consultancy
Market Force Company. “If you are based in
Shanghai or Tokyo, you focus overwhelmingly on
the local economy:Here, you can look beyond.”

Others agree, but stress that an appropriate
regulatory structure must be emplaced for Korea to
realize its potential.

“Decades of experience in global trade, the global
name-recognition of local corporations and the ever-
improving social infrastructure of the city means that
Seoul has the opportunity to become a competitive
financial center for North Asia,” says Pietro Doran,
chairman of multinational developer Doran Capital.
“I expect it to happen - subject to Korea being able
to achieve the regulatory framework required.”

An ambitious reform of financial regulation
takes effect in February. “Korea’s financial and
legal reforms look set to steal a march on both
China and Japan,” says Michael DeVere, Country
Representative of investment manager Standard
Life Investments Asia.

And Korea is not only geographically central to
the region, it is culturally neutral. While Japan and
China compete for regional leadership, Korea is an
acceptable middleman.

“If an Asian Monetary Fund was to be
established, Seoul would be the best possible
location,” said Nobel Economics Laureate Dr.
Robert Mundell of Columbia University.

Advertisement Advertisement

For Further Inquiries
E-mail: financialcenter@seoul.go.kr
Tel: 82-2-2171-2778

Interview with Seoul Mayor
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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.

4.03% 8 World -a % % 145.20 –2.28% –47.3% 7.01% 8 U.S. Select Dividend -b % % 430.04 –1.75% –46.8%

3.16% 11 Global Dow 943.20 –2.86% –40.7% 1263.64 –3.43% –49.5% 5.12% 12 Infrastructure 1186.20 –0.58% –30.6% 1427.43 –1.12% –40.9%

5.27% 9 Stoxx 600 176.90 –3.52% –44.7% 166.70 –4.09% –52.9% 2.87% 5 Luxury 524.90 –2.48% –44.2% 561.43 –3.05% –52.5%

5.34% 9 Stoxx Large 200 191.60 –3.57% –44.4% 179.56 –4.14% –52.6% 2.69% 14 BRIC 50 239.90 –2.89% –51.5% 288.54 –3.47% –58.7%

4.76% 11 Stoxx Mid 200 157.10 –3.05% –45.0% 147.23 –3.62% –53.2% 3.98% 3 Africa 50 548.40 –0.72% –50.8% 439.07 –1.31% –58.1%

5.32% 9 Stoxx Small 200 94.20 –3.74% –48.6% 88.25 –4.31% –56.2% 7.94% 4 GCC % % 1070.87 –0.18% –63.2%

5.34% 8 Euro Stoxx 188.30 –4.27% –47.4% 177.42 –4.83% –55.2% 4.96% 8 Sustainability 600.10 –1.96% –40.1% 639.50 –2.49% –48.9%

5.38% 7 Euro Stoxx Large 200 200.80 –4.50% –47.7% 188.04 –5.07% –55.5% 3.10% 9 Islamic Market -a % % 1312.71 –2.43% –41.3%

5.02% 9 Euro Stoxx Mid 200 178.30 –2.93% –44.7% 166.86 –3.50% –52.9% 3.47% 9 Islamic Market 100 1429.00 –0.72% –24.2% 1543.55 –1.25% –35.4%

5.43% 9 Euro Stoxx Small 200 103.50 –3.75% –48.7% 96.82 –4.32% –56.3% 3.47% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1028.10 –3.28% –60.5% 1109.92 –3.85% –66.4% 3.17% 9 Wilshire 5000 % % 7802.20 –1.10% –42.9%

7.91% 6 Euro Stoxx Select Div 30 1130.90 –4.66% –59.5% 1225.69 –5.23% –65.5% % DJ-AIG Commodity 112.30 –0.54% –41.8% 102.88 –1.13% –50.5%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.5597 2.2336 1.3246 0.1766 0.0431 0.2260 0.0166 0.3757 1.9687 0.2643 1.2374 ...

 Canada 1.2605 1.8051 1.0705 0.1427 0.0348 0.1827 0.0134 0.3037 1.5911 0.2136 ... 0.8082

 Denmark 5.9022 8.4522 5.0125 0.6683 0.1629 0.8553 0.0627 1.4219 7.4501 ... 4.6824 3.7842

 Euro 0.7922 1.1345 0.6728 0.0897 0.0219 0.1148 0.0084 0.1909 ... 0.1342 0.6285 0.5079

 Israel 4.1510 5.9444 3.5253 0.4700 0.1146 0.6015 0.0441 ... 5.2396 0.7033 3.2931 2.6614

 Japan 94.1550 134.8347 79.9618 10.6618 2.5988 13.6445 ... 22.6825 118.8471 15.9525 74.6965 60.3675

 Norway 6.9006 9.8820 5.8604 0.7814 0.1905 ... 0.0733 1.6624 8.7103 1.1692 5.4745 4.4243

 Russia 36.2295 51.8825 30.7682 4.1025 ... 5.2502 0.3848 8.7279 45.7307 6.1383 28.7422 23.2285

 Sweden 8.8311 12.6465 7.4998 ... 0.2438 1.2798 0.0938 2.1275 11.1470 1.4962 7.0060 5.6620

 Switzerland 1.1775 1.6862 ... 0.1333 0.0325 0.1706 0.0125 0.2837 1.4863 0.1995 0.9342 0.7550

 U.K. 0.6983 ... 0.5930 0.0791 0.0193 0.1012 0.0074 0.1682 0.8814 0.1183 0.5540 0.4477

 U.S. ... 1.4321 0.8493 0.1132 0.0276 0.1449 0.0106 0.2409 1.2622 0.1694 0.7933 0.6411

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 359.00 –3.00 –0.83% 822.00 315.75
Soybeans (cents/bu.) CBOT 863.25 –22.75 –2.57 1,644.50 786.50
Wheat (cents/bu.) CBOT 530.50 –0.50 –0.09 1,190.00 484.25
Live cattle (cents/lb.) CME 83.425 –1.325 –1.56 119.200 82.400
Cocoa ($/ton) ICE-US 2,430 –140 –5.45 3,214 1,910
Coffee (cents/lb.) ICE-US 111.20 –1.30 –1.16 181.50 105.00
Sugar (cents/lb.) ICE-US 13.06 –0.11 –0.84 15.95 9.94
Cotton (cents/lb.) ICE-US 44.10 –0.81 –1.80 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,835.00 –25 –1.34 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,762 –86 –4.65 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,565 –21 –1.32 2,390 1,564

Copper (cents/lb.) COMEX 143.30 –5.50 –3.70 388.00 127.10
Gold ($/troy oz.) COMEX 1002.20 25.70 2.63% 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1449.00 55.50 3.98 2,122.50 8.50
Aluminum ($/ton) LME 1,301.00 –49.00 –3.63 3,340.00 1,301.00
Tin ($/ton) LME 10,500.00 –280.00 –2.60 25,450.00 9,750.00
Copper ($/ton) LME 3,171.00 –154.00 –4.63 8,811.00 2,815.00
Lead ($/ton) LME 1,028.00 –66.00 –6.03 3,460.00 870.00
Zinc ($/ton) LME 1,086.00 –49.00 –4.32 2,840.00 1,065.00
Nickel ($/ton) LME 9,650 –300 –3.02 33,600 9,000

Crude oil ($/bbl.) NYMEX 40.03 –0.15 –0.37 141.45 37.12
Heating oil ($/gal.) NYMEX 1.1940 –0.0065 –0.54 4.2500 1.1359
RBOB gasoline ($/gal.) NYMEX 1.1870 –0.0120 –1.00 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.036 –0.075 –1.82 12.002 3.957
Brent crude ($/bbl.) ICE-EU 41.89 –0.10 –0.24 150.45 39.35
Gas oil ($/ton) ICE-EU 364.00 –6.75 –1.82 1,345.25 360.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 20
Per In

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

Argentina peso-a 4.4633 0.2240 3.5360 0.2828

Brazil real 3.0178 0.3314 2.3908 0.4183

Canada dollar 1.5911 0.6285 1.2605 0.7933
1-mo. forward 1.5913 0.6284 1.2607 0.7932

3-mos. forward 1.5906 0.6287 1.2601 0.7936
6-mos. forward 1.5894 0.6292 1.2591 0.7942

Chile peso 784.80 0.001274 621.75 0.001608
Colombia peso 3266.86 0.0003061 2588.13 0.0003864

Ecuador US dollar-f 1.2622 0.7922 1 1
Mexico peso-a 18.6901 0.0535 14.8070 0.0675

Peru sol 4.0979 0.2440 3.2465 0.3080
Uruguay peso-e 29.474 0.0339 23.350 0.0428

U.S. dollar 1.2622 0.7922 1 1
Venezuela bolivar 2.71 0.368945 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9687 0.5079 1.5597 0.6412
China yuan 8.6306 0.1159 6.8375 0.1463

Hong Kong dollar 9.7878 0.1022 7.7543 0.1290
India rupee 62.7843 0.0159 49.7400 0.0201

Indonesia rupiah 15097 0.0000662 11960 0.0000836
Japan yen 118.85 0.008414 94.16 0.010621

1-mo. forward 118.80 0.008417 94.12 0.010625
3-mos. forward 118.62 0.008431 93.97 0.010641

6-mos. forward 118.29 0.008454 93.72 0.010671
Malaysia ringgit-c 4.6407 0.2155 3.6765 0.2720

New Zealand dollar 2.4887 0.4018 1.9716 0.5072
Pakistan rupee 101.106 0.0099 80.100 0.0125

Philippines peso 60.878 0.0164 48.230 0.0207
Singapore dollar 1.9404 0.5154 1.5373 0.6505

South Korea won 1895.90 0.0005275 1502.00 0.0006658
Taiwan dollar 43.933 0.02276 34.805 0.02873
Thailand baht 45.132 0.02216 35.755 0.02797

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

Euro zone euro 1 1 0.7922 1.2623

1-mo. forward 1.0004 0.9996 0.7925 1.2618

3-mos. forward 1.0005 0.9995 0.7926 1.2616

6-mos. forward 1.0004 0.9996 0.7926 1.2618

Czech Rep. koruna-b 28.803 0.0347 22.819 0.0438

Denmark krone 7.4501 0.1342 5.9022 0.1694

Hungary forint 304.17 0.003288 240.98 0.004150

Norway krone 8.7103 0.1148 6.9006 0.1449

Poland zloty 4.7446 0.2108 3.7589 0.2660

Russia ruble-d 45.731 0.02187 36.230 0.02760

Sweden krona 11.1470 0.0897 8.8311 0.1132

Switzerland franc 1.4863 0.6728 1.1775 0.8493

1-mo. forward 1.4857 0.6731 1.1770 0.8496

3-mos. forward 1.4834 0.6741 1.1752 0.8509

6-mos. forward 1.4798 0.6758 1.1723 0.8530

Turkey lira 2.1581 0.4634 1.7098 0.5849

U.K. pound 0.8814 1.1345 0.6983 1.4321

1-mo. forward 0.8817 1.1342 0.6985 1.4316

3-mos. forward 0.8819 1.1339 0.6987 1.4313

6-mos. forward 0.8822 1.1336 0.6989 1.4309

MIDDLE EAST/AFRICA
Bahrain dinar 0.4758 2.1015 0.3770 2.6526

Egypt pound-a 7.0339 0.1422 5.5725 0.1795

Israel shekel 5.2396 0.1909 4.1510 0.2409

Jordan dinar 0.8949 1.1174 0.7090 1.4104

Kuwait dinar 0.3711 2.6947 0.2940 3.4014

Lebanon pound 1902.84 0.0005255 1507.50 0.0006634

Saudi Arabia riyal 4.7343 0.2112 3.7507 0.2666

South Africa rand 12.8623 0.0777 10.1900 0.0981

United Arab dirham 4.6363 0.2157 3.6731 0.2723

SDR -f 0.8556 1.1687 0.6779 1.4753

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 600 176.93 –6.46 –3.52% –10.1% –44.7%

 8 DJ Stoxx 50 1814.48 –71.80 –3.81 –12.2% –43.3%

 8 Euro Zone DJ Euro Stoxx 188.30 –8.40 –4.27 –15.5% –47.4%

 7 DJ Euro Stoxx 50 2011.68 –103.16 –4.88 –17.9% –46.2%

 4 Austria ATX 1465.39 –47.55 –3.14 –16.3% –62.8%

 7 Belgium Bel-20 1740.36 –42.84 –2.40 –8.8% –52.5%

 9 Czech Republic PX 648.2 –8.8 –1.34 –24.5% –57.8%

 5 Denmark OMX Copenhagen 229.12 –5.39 –2.30 1.3% –44.3%

 8 Finland OMX Helsinki 4593.04 –177.72 –3.73 –15.0% –57.1%

 8 France CAC-40 2750.55 –122.05 –4.25 –14.5% –43.0%

 10 Germany DAX 4014.66 –200.55 –4.76 –16.5% –41.0%

 … Hungary BUX 10380.50 –269.82 –2.53 –15.2% –56.4%

 2 Ireland ISEQ 2076.55 –93.53 –4.31 –11.4% –67.6%

 6 Italy S&P/MIB 15530 –971 –5.88 –20.2% –53.5%

 5 Netherlands AEX 229.13 –8.54 –3.59 –6.8% –49.3%

 6 Norway All-Shares 254.10 –13.55 –5.06 –6.0% –48.4%

 17 Poland WIG 21831.55 –367.94 –1.66 –19.8% –55.7%

 10 Portugal PSI 20 6021.44 –135.77 –2.21 –5.0% –45.3%

 … Russia RTSI 517.22 –31.99 –5.82% –18.1% –75.1%

 7 Spain IBEX 35 7603.6 –272.3 –3.46 –17.3% –41.6%

 15 Sweden OMX Stockholm 196.80 –7.42 –3.63 –3.6% –37.1%

 9 Switzerland SMI 4851.21 –139.31 –2.79 –12.3% –34.9%

 5 Turkey ISE National 100 23579.48 –860.43 –3.52 –12.2% –48.3%

 8 U.K. FTSE 100 3889.06 –129.31 –3.22 –12.3% –34.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 79.12 –1.71 –2.12 –15.5% –45.8%

 … Australia SPX/ASX 200 3402.4 –46.5 –1.35 –8.6% –38.8%

 17 China CBN 600 19368.43 410.32 2.16% 31.2% –48.1%

 8 Hong Kong Hang Seng 12699.17 –324.19 –2.49 –11.7% –45.5%

 11 India Sensex 8843.21 –199.42 –2.21 –8.3% –49.0%

 … Japan Nikkei Stock Average 7416.38 –141.27 –1.87 –16.3% –45.1%

 … Singapore Straits Times 1594.94 –34.41 –2.11 –9.5% –47.7%

 11 South Korea Kospi 1065.95 –41.15 –3.72 –5.2% –36.8%

 9 AMERICAS DJ Americas 194.98 –2.73 –1.38 –13.8% –44.4%

 … Brazil Bovespa 38714.64 –1015.69 –2.56 3.1% –40.1%

 11 Mexico IPC 18324.23 –358.24 –1.92 –18.1% –37.9%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 20, 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* 196.81 –0.04%–13.6% –46.8%

4.00% 9 World (Developed Markets) 790.18 –0.15%–14.1% –46.1%

3.60% 10 World ex-EMU 93.44 –0.40%–13.2% –44.6%

3.90% 10 World ex-UK 789.43 –0.28%–14.6% –45.5%

5.00% 8 EAFE 1,047.71 0.94%–15.3% –48.7%

4.20% 8 Emerging Markets (EM) 521.40 0.98% –8.0% –52.1%

5.60% 7 EUROPE 64.18 0.04% –7.6% –43.0%

6.30% 7 EMU 114.69 1.31%–19.3% –53.5%

5.70% 8 Europe ex-UK 69.67 0.13%–10.2% –43.0%

7.80% 5 Europe Value 68.18 –0.23%–12.1% –48.6%

3.70% 10 Europe Growth 58.44 0.26% –3.3% –37.3%

5.50% 7 Europe Small Cap 100.32 –0.40% –0.6% –47.0%

4.80% 3 EM Europe 140.21 3.87%–11.7% –64.7%

5.50% 6 UK 1,188.43 0.25% –9.6% –32.1%

5.60% 8 Nordic Countries 95.26 0.08% –2.9% –46.8%

3.70% 3 Russia 382.41 4.72% –7.2% –69.6%

4.70% 10 South Africa 547.43 –0.11% –5.4% –19.4%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 222.40 0.81%–10.1% –51.9%

2.90% 11 Japan 462.37 0.24%–12.8% –45.8%

3.40% 9 China 38.03 0.53% –6.8% –43.2%

1.80% 10 India 346.15 0.28% –6.2% –52.7%

2.40% 9 Korea 302.91 –0.23% –1.3% –32.2%

9.30% 7 Taiwan 171.66 0.92% –1.0% –42.1%

3.00% 13 US BROAD MARKET 849.66 –1.25%–13.5% –43.2%

2.50% 56 US Small Cap 1,043.10 –1.76%–16.3% –43.9%

4.00% 9 EM LATIN AMERICA 2,079.10 0.83% 0.1% –49.5%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Anglo Irish says only 18%
of ‘golden circle’ loans repaid

GM has raised an uproar among the production firms that make its commercials by
playing hardball on payment terms. Above, an ad for the auto maker’s Cadillac brand

Marketers’ squeeze play
GM, Anheuser try
to wrest easier terms
from ad producers

Chairman Jeffrey Immelt saw GE’s
stock close below $10 a share Friday.

Slide in blue chips puts
pressure on GE’s Immelt

By Suzanne Vranica

Some of the biggest advertisers
in the U.S., including auto maker Gen-
eral Motors and brewing giant An-
heuser-Busch InBev, are putting the
squeeze on companies that produce
and broadcast their ads, as part of an
effort to rework contracts with sup-
pliers to cut costs.

As the economy’s slump contin-
ues, GM has raised an uproar among

the production
firms that make its
TV spots by playing

hardballon paymentterms.Other ad-
vertisers could follow suit, bringing
pressure on the small companies that
make up that business.

Over the past few weeks, GM,
whose brands include Cadillac, Buick
andPontiac,hasofferedtopayad-pro-
duction firms 50% of a commercial’s
production costs 60 days after the
first day of shooting and the remain-
ing50%whentheadisfinished.That’s
a major departure from the standard
practice of paying 50% or 75% of the
cost before production starts.

A car commercial can cost any-
where between $500,000 and $1.5
million, say production executives.

“This has the potential to destroy
the commercial-production busi-
ness,” says Matt Miller, chief execu-
tiveofficeroftheAssociationofInde-
pendent Commercial Producers, the
NewYork-basedtradegroupthatrep-
resents production companies.

The move is the latest in a long list
of cost-cutting moves cash-strapped
GM has adopted as it seeks to avoid a
bankruptcy filing. Last year, GM
asked its ad agencies to cut their fees
by as much as 20% for 2008 and 2009.

Historically, GM has been one of
the U.S.’s biggest ad spenders, shell-

ing out $1.6 billion to buy ad time and
space for the first nine months of
2008,accordingto ad tracker TNS Me-
dia Intelligence, a unit of London-
based ad-holding company WPP.

So far many production compa-
nies have balked at GM’s terms, but
people familiar with the matter say
that some firms have agreed to the
new payment structure.

GM declined to comment specifi-
cally on its moves, but a spokeswoman
said, “We have and continue to work
closely with our suppliers, partners and
vendors in an effort to improve the effi-
ciencies of our marketing.”

Anheuser-Busch InBev is trying
to overhaul all its vendor contracts,
including advertising-related deals.
The world’s largest brewer by sales
recently told media outlets that they
will now be waiting 120 days after an
ad runs to receive payment versus
the typical 30-day standard.

“The challenging global economic
environment has resulted in AB In-
Bev, like many other multinational
companies, reviewing its standard
terms and conditions of payment,”
the company said in a statement.

GMhasbeentryingtopersuadeTV-
production companies to accept its
newpaymenttermsbysuggestingitis
looking to have a few “preferred ven-
dors.”Inordertobeonthelist,thepro-
duction company would have to agree
to the new fee structure. Production
executives believe about 30 firms
havereceivedcallsaboutthematterin
thepastfewweeks.Thenewset-upre-
flects a broader policy change GM be-
gan applying to all its vendor con-
tracts last year, according to a person
familiar with the matter.

“Our business is not the same as
buying lug nuts” says Cami Taylor,
president and co-owner of Cross-
roads Films, a Los Angeles produc-
tion firm that has said no to GM’s new
payment terms. Crossroads also
works with major marketers like An-
heuser-Busch and Procter & Gamble.

Donald Block partner and execu-
tiveproducer atGartnerFilms,apro-
duction company in Santa Monica,
Calif., adds: “GM and other brands
are finding ways to delay payments
more and more.”
 —Emily Steel

contributed to this article.

By Paul Glader

A sliding stock market is turning
up the heat on executives at blue-
chip companies. Just ask General
Electric Co.’s chairman and chief ex-
ecutive, Jeffrey Immelt.

Mr. Immelt, who turned 53 years
old on Thursday, saw his company’s
stock price fall below $10 a share Fri-
day and below $100 billion in mar-
ket capitalization, both low-water
marks for the conglomerate.

The share price of the Fairfield,
Conn., company dipped as low at
$8.98 during Friday trade, an 11%
drop from the previous close of $10.06
and a 77% drop from the 52-week high
of $38.52. GE’s stock hit its lowest
level since April 17, 1995. On the day,
GE fell 68 cents, or 6.8%, to $9.38.

“There’s a real drumbeat of nega-
tive sentiment out there,” said Peter
Sorrentino, a portfolio manager at
Huntington Asset Advisors in Cincin-
nati, which owns GE shares. “I’m not
sure it is legitimate.” He said Mr. Im-
melt and other GE executives have
been making strides in shrinking
the company’s riskier financial
units and being transparent about
company strategy.

Beyond the broader market de-
cline that dragged GE down Friday,
some speculated that GE was also
hurt by a report from Sanford C.
Bernstein & Co. analyst Steven Wi-
noker that predicted lower profits
at GE because of “declines never
seen before at GE Capital.”

Others speculated that short-sell-
ers also weighed GE’s shares down.
An increasing number of GE shares
are involved in short positions,
shares that have been borrowed and
sold, with lender awaiting return of
the shares to close out the stock loan.
Recent data show the short interest
had increased 265% to 168 million
shares from 46 million shares a year
ago. That is still only 1.5% of GE’s to-
tal 10.56 billion shares outstanding.

In past years, half the company’s
profit came from financial services,
which have been hit hard by losses
and delinquencies during the credit
crisis and economic downturn in the
past 18 months. GE, one of the larg-
est corporate-bond issuers, saw li-
quidity seize up last fall and had to
use a government bond-guarantee
program to issue bonds in recent
months. It also had to sell commer-
cial paper to the government last
fall when such short-term funding
markets dried up.

In recent weeks, many institu-
tional investors believed the com-
pany was out of the woods as its
stock price hovered between $10
and $15 and the company made
moves to reduce its debt, shrink its
financial business and cut costs
through layoffs. At the same time, it
has been focusing on its more profit-
able industrial businesses.
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By Quentin Fottrell

DUBLIN—Anglo Irish Bank
Corp. Chairman Donal O’Connor
said Friday that the bank lent Œ451
million ($570.8 million) to 10 “long-
standing clients” of the bank to buy
shares in the recently nationalized
corporate lender, of which only Œ83
million has been repaid.

The “golden circle” loans, as they
have come to be known in Ireland,
have been one of the most closely
watched of several scandals related
to Anglo Irish that led to the bank be-
ing nationalized last month.

“As well as the shares being held
as security for the loans, there is addi-
tional recourse to the individuals’ per-
sonal assets equivalent to 25% of
their borrowings,” said Mr. O’Connor.

He said the value of the underly-
ing shares won’t be clear until the as-
sessor’s work is complete, but added
that the bank will seek repayment.

The impairment charge for the six
months ended March 31 will include a
provision “in the region” of Œ300 mil-
lion “for losses incurred in respect of
lending where the security consisted
solely of shares,” Mr. O’Connor said.

The loans made by the bank to the
10 businessmen were used to buy

part of a stake in the bank held by
Irish billionaire businessman Sean
Quinn, chairman of Irish insurance
and building company Quinn Group
Ltd., and his family.

Mr. O’Connor said the recent issu-
ance of Œ3.8 billion of covered bonds
from the bank’s new mortgage arm,
Anglo Irish Mortgage Bank, “is an im-
portant initial step in improving li-
quidity and funding.”

According to the annual report
released Friday, outstanding loans
to executive directors at the end of
September totaled Œ179 million, up
from Œ46 million in 2007. Loans is-
sued to directors totaled Œ255 mil-
lion in fiscal 2008, the report said.
The figure includes loans to former
Anglo Chairman Sean FitzPatrick of
Œ83.3 million.

Last December, Mr. FitzPatrick
resigned from his post after revela-
tions about loan transfers between
Anglo and Irish Nationwide Build-
ing Society to conceal Œ122 million
in borrowings from Anglo Irish Bank
to avoid including them in Anglo’s
year-end results.

Anglo Chief Executive Officer
David Drumm and Chief Financial Of-
ficer Willie McAteer also resigned in
the wake of that scandal.
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Siberian Investment Co EE EQ IRL 01/30 USD 21.42 32.0 –73.3 –46.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/19 EUR 22.62 –13.8 –64.9 –45.0
MP-TURKEY.SI OT OT SVN 02/19 EUR 18.53 –5.1 –56.5 –37.1

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 02/19 NA 8.73 0.1 –37.1 –18.2
Parex Caspian Sea Eq EU EQ LVA 02/19 EUR 2.21 5.2 –75.1 –52.9
Parex Eastern Europ Bd EU BD LVA 02/19 USD 8.73 0.1 –37.1 –18.2
Parex Russian Eq EE EQ LVA 02/19 USD 8.38 –3.2 –72.1 –41.6

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/20 USD 94.64 –14.7 –55.0 –27.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/20 USD 90.74 –14.8 –55.5 –28.1
PF (LUX)-Biotech-Pca OT EQ LUX 02/19 USD 293.33 2.9 –7.2 –0.9
PF (LUX)-CHF Liq-Pca CH MM LUX 02/19 CHF 124.01 0.0 1.4 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/19 CHF 93.60 0.0 1.4 1.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/19 USD 74.98 –7.8 –36.9 –19.7
PF (LUX)-East Eu-Pca EU EQ LUX 02/19 EUR 126.51 –5.3 –71.6 –46.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/20 USD 83.28 –10.6 –60.2 –30.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/20 USD 276.88 –9.0 –59.1 –29.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/19 EUR 71.48 –6.5 –41.2 –28.4
PF (LUX)-EUR Bds-Pca EU BD LUX 02/19 EUR 368.26 –1.4 0.2 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/19 EUR 280.25 –1.4 0.2 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/19 EUR 126.19 1.0 –4.4 –2.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/19 EUR 88.71 1.0 –4.4 –2.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/19 EUR 97.32 7.9 –23.5 –19.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/19 EUR 56.42 7.9 –23.5 –19.9
PF (LUX)-EUR Liq-Pca EU MM LUX 02/19 EUR 135.08 0.3 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/19 EUR 97.35 0.3 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/19 EUR 102.10 0.2 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/19 EUR 100.74 0.2 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/19 EUR 288.53 –5.7 –45.1 –33.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/19 EUR 94.07 –7.0 –42.2 –31.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/19 USD 188.24 –0.6 –6.8 –1.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/19 USD 128.06 –0.6 –6.8 –1.0
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/19 USD 11.27 –12.2 –48.6 –31.4
PF (LUX)-Gr China-Pca AS EQ LUX 02/20 USD 192.49 –9.5 –48.0 –20.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/20 USD 168.57 –12.0 –62.1 –27.4
PF (LUX)-Jap Index-Pca JP EQ LUX 02/20 JPY 6990.18 –14.2 –44.2 –35.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/20 JPY 6258.65 –14.3 –46.0 –39.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/20 JPY 6103.80 –14.4 –46.4 –40.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/20 JPY 3381.20 –13.9 –43.4 –37.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/20 USD 137.74 –13.0 –51.4 –26.6
PF (LUX)-Piclife-Pca CH BA LUX 02/19 CHF 682.08 –1.1 –15.6 –12.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/19 EUR 40.56 –8.1 –39.6 –30.5
PF (LUX)-Rus Eq-Pca OT OT LUX 02/19 USD 20.72 –9.3 –77.5 NS
PF (LUX)-Security-Pca GL EQ LUX 02/19 USD 68.76 –3.8 –29.4 –19.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/19 EUR 326.12 –0.1 –41.6 –30.6
PF (LUX)-US Eq-Ica US EQ LUX 02/19 USD 72.24 –11.5 –39.2 –23.1
PF (LUX)-USA Index-Pca US EQ LUX 02/19 USD 62.70 –13.5 –41.2 –25.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/19 USD 513.51 –3.2 7.0 7.3
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/19 USD 376.80 –3.2 7.1 7.3
PF (LUX)-USD Liq-Pca US MM LUX 02/19 USD 130.37 0.1 2.0 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/19 USD 85.13 0.1 2.0 3.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/19 USD 101.42 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/19 USD 100.71 0.1 NS NS

PF (LUX)-Water-Pca GL EQ LUX 02/19 EUR 102.83 –0.2 –27.9 –19.0
PF (LUX)-WldGovBds-Pca GL BD LUX 02/20 USD 154.20 –6.5 2.5 6.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/20 USD 127.64 –6.4 2.5 6.8
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/19 USD 32.11 –22.6 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 02/19 USD 7.45 –5.0 –38.5 –29.0
Japan Fund USD JP EQ IRL 02/20 USD 12.16 –17.2 –20.2 –19.0

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 01/30 USD 125.56 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 01/30 USD 5.40 –20.0 –66.0 –33.8
Europn Conviction USD B EU EQ CYM 01/30 USD 129.00 2.2 17.4 10.1
Europn Forager USD B OT OT CYM 01/30 USD 177.85 –0.6 –13.3 –2.7
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 01/30 USD 14.29 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 01/30 USD 160.57 –3.2 –5.3 2.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 02/18 USD 54.88 –4.9 –58.2 –23.1

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/19 EUR 496.71 –11.8 –41.6 NS
Core Eurozone Eq B EU EQ IRL 02/19 EUR 571.25 –13.1 NS NS
Euro Fixed Income A EU BD IRL 02/19 EUR 1102.82 –2.6 –12.3 –7.0
Euro Fixed Income B EU BD IRL 02/19 EUR 1171.28 –2.5 –11.8 –6.5
Euro Small Cap A EU EQ IRL 02/19 EUR 835.06 –1.5 –46.7 –37.2
Euro Small Cap B EU EQ IRL 02/19 EUR 889.90 –1.4 –46.4 –36.8
Eurozone Agg Eq A EU EQ IRL 02/19 EUR 448.63 –9.7 –46.0 NS
Eurozone Agg Eq B EU EQ IRL 02/19 EUR 641.42 –9.7 –45.7 –32.2
Glbl Bd (EuroHdg) A GL BD IRL 02/19 EUR 1208.71 1.0 –6.8 –3.1
Glbl Bd (EuroHdg) B GL BD IRL 02/19 EUR 1276.37 1.0 –6.1 –2.5
Glbl Bd A EU BD IRL 02/19 EUR 1038.48 5.9 2.9 –1.1
Glbl Bd B EU BD IRL 02/19 EUR 1099.88 6.0 3.5 –0.5
Glbl Real Estate A OT EQ IRL 02/19 USD 494.41 –25.8 –58.8 –43.0
Glbl Real Estate B OT EQ IRL 02/19 USD 507.08 –25.8 –58.6 –42.6
Glbl Real Estate EH-A OT EQ IRL 02/19 EUR 474.77 –24.3 –56.7 –43.2
Glbl Real Estate SH-B OT EQ IRL 02/19 GBP 44.76 –24.5 –56.5 –42.5
Glbl Strategic Yield A EU BD IRL 02/19 EUR 1158.40 2.5 –20.7 –12.2
Glbl Strategic Yield B EU BD IRL 02/19 EUR 1233.16 2.5 –20.2 –11.7
Japan Equity A JP EQ IRL 02/19 JPY 8899.00 –13.9 –47.0 –36.6
Japan Equity B JP EQ IRL 02/19 JPY 9436.00 –13.8 –46.7 –36.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/19 USD 1136.96 –11.6 –53.3 –27.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/19 USD 1207.11 –11.5 –53.0 –27.0
Pan European Eq A EU EQ IRL 02/19 EUR 669.36 –6.9 –45.0 –31.5
Pan European Eq B EU EQ IRL 02/19 EUR 709.88 –6.8 –44.7 –31.1
US Equity A US EQ IRL 02/19 USD 582.45 –13.0 –44.4 –27.1
US Equity B US EQ IRL 02/19 USD 620.44 –12.9 –44.1 –26.6
US Small Cap A US EQ IRL 02/19 USD 856.49 –14.8 –44.9 –29.5
US Small Cap B US EQ IRL 02/19 USD 912.87 –14.8 –44.5 –29.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/20 SEK 54.41 –9.6 –45.8 –34.1
Choice Japan Fd JP EQ LUX 02/20 JPY 38.77 –13.8 –43.9 –37.4
Choice Jpn Chance/Risk JP EQ LUX 02/20 JPY 38.11 –14.9 –50.1 –38.4
Choice NthAmChance/Risk US EQ LUX 02/20 USD 2.64 –5.6 –43.9 –27.1
Europe 2 Fd EU EQ LUX 02/20 EUR 0.63 –8.8 –50.2 –35.3
Europe 3 Fd EU EQ LUX 02/20 GBP 2.46 –17.6 –41.5 –25.8
Global Chance/Risk Fd GL EQ LUX 02/20 EUR 0.46 –1.3 –34.9 –26.8
Global Fd GL EQ LUX 02/20 USD 1.43 –14.1 –45.8 –29.1
Intl Mixed Fd -C- NO BA LUX 02/20 USD 20.12 –12.4 –35.0 –19.8
Intl Mixed Fd -D- NO BA LUX 02/20 USD 14.20 –12.4 –35.0 –18.8
Wireless Fd OT EQ LUX 02/20 EUR 0.09 –0.5 –43.1 –26.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/20 USD 3.96 –12.7 –51.2 –27.2
Currency Alpha EUR -IC- OT OT LUX 02/20 EUR 10.71 –1.9 7.1 NS
Currency Alpha EUR -RC- OT OT LUX 02/20 EUR 10.65 –1.9 6.7 NS
Currency Alpha SEK -ID- OT OT LUX 02/20 SEK 103.49 –2.0 6.9 NS

Currency Alpha SEK -RC- OT OT LUX 02/20 SEK 118.32 –1.9 6.7 NS
Generation Fd 80 OT OT LUX 02/20 SEK 6.25 –2.1 –26.9 NS
Nordic Focus EUR NO EQ LUX 02/20 EUR 50.15 0.5 –42.0 NS
Nordic Focus NOK NO EQ LUX 02/20 NOK 54.53 0.5 –42.0 NS
Nordic Focus SEK NO EQ LUX 02/20 SEK 59.34 0.5 –42.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/20 USD 1.26 –9.5 –42.0 –27.0
Ethical Global Fd GL EQ LUX 02/20 USD 0.52 –15.7 –46.5 –30.6
Ethical Sweden Fd NO EQ LUX 02/20 SEK 27.58 –4.1 –30.9 –23.8
Europe Fd EU EQ LUX 02/20 USD 1.33 –7.2 –40.4 –28.9
Index Linked Bd Fd SEK OT BD LUX 02/20 SEK 13.18 0.8 4.5 4.7
Medical Fd OT EQ LUX 02/20 USD 2.72 –5.0 –23.3 –14.4
Short Medium Bd Fd SEK NO MM LUX 02/20 SEK 9.21 0.5 3.2 3.1
Technology Fd OT EQ LUX 02/20 USD 1.49 –4.5 –38.0 –22.3
World Fd NO BA LUX 02/20 USD 1.42 –14.1 –42.4 –21.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/20 EUR 1.27 0.2 2.0 2.1
Short Bond Fd SEK NO MM LUX 02/20 SEK 21.74 0.9 3.1 3.1
Short Bond Fd USD US MM LUX 02/20 USD 2.50 –0.1 1.4 2.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/20 SEK 10.07 0.0 –2.0 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 02/20 SEK 9.04 0.0 –2.0 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 02/20 SEK 25.21 0.0 –2.1 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 02/20 SEK 8.40 0.0 –2.1 –0.3
Alpha Short Bd SEK -A- NO MM LUX 02/20 SEK 10.94 1.3 3.7 3.4
Alpha Short Bd SEK -B- NO MM LUX 02/20 SEK 10.26 1.3 3.7 3.4
Alpha Short Bd SEK -C- NO MM LUX 02/20 SEK 21.41 1.2 3.6 3.2
Alpha Short Bd SEK -D- NO MM LUX 02/20 SEK 8.90 1.2 3.6 3.2
Bond Fd SEK -C- NO BD LUX 02/20 SEK 41.91 0.9 9.5 6.0
Bond Fd SEK -D- NO BD LUX 02/20 SEK 12.57 0.9 8.2 5.4
Corp. Bond Fd EUR -C- EU BD LUX 02/20 EUR 1.08 –1.3 –9.1 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 02/20 EUR 0.84 –1.3 –9.5 –5.1
Corp. Bond Fd SEK -C- NO BD LUX 02/20 SEK 10.71 –0.4 –11.5 –6.1
Corp. Bond Fd SEK -D- NO BD LUX 02/20 SEK 8.41 –0.4 –11.4 –6.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/20 EUR 103.38 –0.5 3.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/20 EUR 103.02 –0.5 3.2 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 02/20 SEK 1144.50 –0.5 3.2 NS
Flexible Bond Fd -C- NO BD LUX 02/20 SEK 21.12 1.2 6.4 4.5
Flexible Bond Fd -D- NO BD LUX 02/20 SEK 11.96 1.2 6.4 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/20 SEK 79.64 –0.5 –21.4 –14.2
Global Hedge I SEK -D- OT OT LUX 02/20 SEK 72.78 –0.5 –23.6 –15.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/20 USD 1.38 –10.2 –53.2 –24.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/20 SEK 17.76 5.8 –40.0 –26.1
Europe Chance/Risk Fd EU EQ LUX 02/20 EUR 692.28 –9.2 –53.7 –37.5

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 02/12 USD 865.50 –7.9 NS NS
UAE Blue Chip Fund Acc OT OT ARE 02/12 AED 4.17 –9.1 –64.4 –24.8

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 02/19 EUR 26.63 –6.1 –9.0 –1.4
Bonds Eur Corp A OT OT LUX 02/18 EUR 21.19 2.2 –3.7 –2.5

Bonds Eur Hi Yld A OT OT LUX 02/18 EUR 13.86 4.3 –27.8 –21.0
Bonds EURO A OT OT LUX 02/18 EUR 39.60 0.3 5.0 3.8
Bonds Europe A OT OT LUX 02/18 EUR 38.36 1.3 5.7 3.5
Bonds US MtgBkSec A OT OT LUX 02/19 USD 25.74 0.4 1.4 2.9
Bonds US OppsCoreplus A OT OT LUX 02/18 USD 32.41 2.8 1.4 4.3
Bonds World A OT OT LUX 02/18 USD 37.39 –6.1 –2.1 5.3
Eq. China A OT OT LUX 02/19 USD 13.90 –7.0 –51.0 –18.4
Eq. ConcentratedEuropeA OT OT LUX 02/19 EUR 18.98 –7.9 –47.0 –33.3
Eq. Eastern Europe A OT OT LUX 02/19 EUR 11.63 –12.0 –70.3 –44.8
Eq. Equities Global Energy OT OT LUX 02/19 USD 13.17 –7.6 –45.1 –16.0
Eq. Euroland A OT OT LUX 02/19 EUR 8.01 –12.6 –46.1 –32.3
Eq. Euroland MidCapA OT OT LUX 02/19 EUR 13.58 –5.7 –47.9 –35.5
Eq. EurolandCyclclsA OT OT LUX 02/19 EUR 13.10 –4.6 –42.2 –24.5
Eq. EurolandFinancialA OT OT LUX 02/18 EUR 6.54 –22.3 –58.2 –44.8
Eq. Glbl Emg Cty A OT OT LUX 02/18 USD 5.39 –9.9 –56.8 –27.3
Eq. Global A OT OT LUX 02/19 USD 18.53 –11.9 –45.8 –29.5
Eq. Global Technol A OT OT LUX 02/19 USD 3.45 –5.6 –42.7 –31.1
Eq. Gold Mines A OT OT LUX 02/19 USD 21.89 4.7 –32.7 –10.1
Eq. Japan Sm Cap A OT OT LUX 02/19 JPY 843.45 –6.9 –40.2 –41.9
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –7.7 –20.3 –23.1
Eq. Pacific A OT OT LUX 02/19 USD 5.70 –10.7 –53.1 –24.5
Eq. US ConcenCore A OT OT LUX 02/19 USD 15.69 –3.4 –33.4 –20.6
Eq. US Lg Cap Gr A OT OT LUX 02/19 USD 10.55 –2.2 –42.0 –25.7
Eq. US Mid Cap A OT OT LUX 02/19 USD 18.57 –7.3 –45.2 –25.0
Eq. US Multi Strg A OT OT LUX 02/19 USD 14.40 –9.9 –45.0 –29.6
Eq. US Rel Val A OT OT LUX 02/18 USD 13.57 –12.6 –48.8 –34.3
Eq. US Sm Cap Val A OT OT LUX 02/19 USD 10.91 –15.7 –51.4 –37.5
Eq. US Value Opp A OT OT LUX 02/19 USD 11.54 –11.0 –49.4 –35.9
Money Market EURO A OT OT LUX 02/18 EUR 27.22 0.3 4.1 4.0
Money Market USD A OT OT LUX 02/18 USD 15.78 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 02/20 JPY 7116.00 –17.3 –48.3 –41.3
YMR-N Japan Fund JP EQ IRL 02/20 JPY 7708.00 –18.3 –47.6 –38.9
YMR-N Low Price Fund JP EQ IRL 02/20 JPY 10783.00 –16.9 –42.7 –38.6
YMR-N Small Cap Fund JP EQ IRL 02/20 JPY 5381.00 –16.2 –47.8 –41.7
Yuki Mizuho Gen Jpn III JP EQ IRL 02/20 JPY 3485.00 –18.0 –55.0 –42.1
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/20 JPY 3680.00 –18.1 –55.1 –45.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/20 JPY 5070.00 –16.9 –52.0 –41.5
Yuki Mizuho Jpn Gen JP EQ IRL 02/20 JPY 6579.00 –18.0 –47.5 –39.9
Yuki Mizuho Jpn Gro JP EQ IRL 02/20 JPY 5110.00 –18.3 –47.4 –41.8
Yuki Mizuho Jpn Inc JP EQ IRL 02/20 JPY 6812.00 –14.3 –41.0 –35.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/20 JPY 4068.00 –18.4 –48.5 –38.6
Yuki Mizuho Jpn LowP JP EQ IRL 02/20 JPY 9083.00 –19.9 –41.1 –35.8
Yuki Mizuho Jpn PGth JP EQ IRL 02/20 JPY 6307.00 –17.4 –51.4 –41.2
Yuki Mizuho Jpn SmCp JP EQ IRL 02/20 JPY 5168.00 –15.7 –51.4 –41.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/20 JPY 4438.00 –14.5 –44.3 –36.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/20 JPY 2114.00 –11.4 –54.6 –51.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/20 JPY 3502.00 –16.7 –53.0 –41.5
Yuki 77 General JP EQ IRL 02/20 JPY 4982.00 –15.6 –49.1 –39.5
Yuki 77 Growth JP EQ IRL 02/20 JPY 4792.00 –19.0 –51.3 –44.2
Yuki 77 Income AS EQ IRL 02/20 JPY 4404.00 –13.9 –41.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/20 JPY 5256.00 –15.8 –47.3 –39.2
Yuki Chugoku Jpn Gro JP EQ IRL 02/20 JPY 4129.00 –19.2 –49.3 –39.9
Yuki Chugoku JpnLowP JP EQ IRL 02/20 JPY 6549.00 –20.0 –40.6 –35.1
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/20 JPY 5590.00 –17.4 –49.8 –40.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/20 JPY 3794.00 –16.6 –49.5 –39.2
Yuki Hokuyo Jpn Inc JP EQ IRL 02/20 JPY 4356.00 –17.5 –42.4 –35.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/20 JPY 3963.00 –15.8 –45.8 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/20 JPY 3720.00 –17.4 –54.3 –42.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/20 JPY 3548.00 –18.7 –51.6 –41.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/20 JPY 4171.00 –18.2 –48.7 –39.3

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 01/30 USD 34.91 –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 12/31 EUR 996.09 –27.3 –27.3 –11.9

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 01/30 GBP 0.95 1.4 –13.3 –3.4
Global Absolute USD OT OT GGY 01/30 USD 1.78 1.2 –13.1 –3.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/30 EUR 75.09 –1.6 –30.2 NS
Special Opp Inst EUR OT OT CYM 01/30 EUR 70.63 –1.6 –29.8 NS
Special Opp Inst USD OT OT CYM 01/30 USD 79.57 –1.4 –27.6 NS
Special Opp USD OT OT CYM 01/30 USD 78.40 –1.5 –28.1 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 01/30 EUR 121.04 1.5 –12.7 –1.8
GH Fund CHF Hdg OT OT JEY 01/30 CHF 100.79 1.0 –15.9 –5.8
GH Fund EUR Hdg OT OT JEY 01/30 EUR 109.79 1.2 –15.0 –4.4
GH Fund EUR Hdg (Non-V II) OT OT JEY 01/30 EUR 97.68 1.4 –14.6 –4.2
GH Fund EUR Hdg (Non-V) OT OT JEY 01/30 EUR 109.79 1.2 –15.0 –4.4
GH Fund GBP Hdg OT OT JEY 01/30 GBP 119.45 1.4 –14.8 –3.4
GH Fund Inst EUR OT OT JEY 01/30 EUR 84.70 1.5 NS NS
GH Fund Inst JPY OT OT JEY 01/30 JPY 8515.78 1.3 –14.1 NS
GH Fund Inst USD OT OT JEY 01/30 USD 100.14 1.5 –12.9 –2.2
GH FUND S EUR OT OT CYM 01/30 EUR 114.54 1.3 –14.4 –3.6
GH FUND S GBP OT OT JEY 01/30 GBP 119.27 1.4 –13.6 –2.3
GH Fund S USD OT OT CYM 01/30 USD 133.96 1.5 –12.4 –1.7
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 01/30 USD 125.65 1.4 –12.5 –2.3
Leverage GH USD OT OT GGY 01/30 USD 100.31 2.9 –30.8 –12.6
MultiAdv Arb CHF Hdg OT OT JEY 01/30 CHF 85.84 2.2 –23.4 –12.4
MultiAdv Arb EUR Hdg OT OT JEY 01/30 EUR 92.60 2.5 –22.6 –11.2
MultiAdv Arb GBP Hdg OT OT JEY 01/30 GBP 99.72 2.9 –23.0 –10.9
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 01/30 EUR 97.99 2.4 –21.3 –10.2
MultiAdv Arb S GBP OT OT CYM 01/30 GBP 102.65 2.9 –21.7 –9.4
MultiAdv Arb S USD OT OT CYM 01/30 USD 111.27 2.7 –20.2 –8.5
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 01/30 USD 107.19 0.1 –16.3 –6.6
Asian AdbantEdge EUR OT OT JEY 01/30 EUR 89.40 0.8 –20.8 NS
Asian AdvantEdge OT OT JEY 01/30 USD 163.80 1.1 –19.4 –3.5
Emerg AdvantEdge OT OT JEY 01/30 USD 141.84 1.1 –27.9 –8.3
Emerg AdvantEdge EUR OT OT JEY 01/30 EUR 79.36 1.0 –30.0 NS
Europ AdvantEdge EUR OT OT JEY 01/30 EUR 115.52 0.2 –16.1 –8.2
Europ AdvantEdge USD OT OT JEY 01/30 USD 121.85 –0.1 –15.5 –7.3
Japan AdvantEdge JPY OT OT JEY 01/30 JPY 7918.21 –2.0 –11.8 –11.0
Japan AdvantEdge USD OT OT JEY 01/30 USD 92.06 –2.1 –10.4 –8.2
Lvgd Alpha AdvantEdge OT OT JEY 01/30 USD 85.87 0.0 –35.7 –19.0
Trading AdvantEdge OT OT GGY 01/30 USD 151.99 0.2 10.1 14.4
Trading AdvantEdge EUR OT OT GGY 01/30 EUR 138.11 0.3 10.3 13.5
Trading AdvantEdge GBP OT OT GGY 01/30 GBP 145.70 0.1 14.0 15.7
US AdvantEdge OT OT JEY 01/30 USD 103.21 0.9 –15.4 –6.2

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 02/13 USD 188.98 –1.6 –73.6 –51.8
Antanta MidCap Fund EE EQ AND 02/13 USD 227.69 –21.4 –87.3 –58.5
Meriden Opps Fund GL OT AND 02/18 EUR 85.03 –2.3 –21.4 NS

Meriden Protective Div OT OT 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 02/17 USD 87.69 5.3 87.9 31.2
Superfund GCT USD* GL EQ LUX 02/17 USD 3764.00 3.1 57.6 16.5
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 02/17 EUR 8985.00 2.5 40.4 15.5

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 208.24 1.2 18.3 17.3
Winton Futures GBP GL OT VGB 01/30 GBP 224.31 1.1 19.8 19.0
Winton Futures JPY Lead Series 2 GL OT VGB 01/30 JPY 14906.14 1.0 14.5 14.1
Winton Futures USD GL OT VGB 01/30 USD 740.56 1.0 17.7 17.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 02/13 EUR 124.68 5.0 –9.1 –2.9
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 02/13 USD 267.12 3.3 –8.2 –1.0

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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U.S. safety agency launches
inquiry on Chinese drywall

By Jeffrey Sparshott

LONDON—Anglo American PLC
said Friday it will cut 11% of its work
force and suspend its dividend, as
the miner reported a 29% drop in
net profit for 2008 amid slumping
metals demand.

In addition to cutting 19,000
jobs, the company plans to reduce
capital spending and production
and put its $4 billion stock-buyback
program on hold, citing “unprece-
dented” economic uncertainty.

Chief Executive Cynthia Carroll
said Anglo American was taking the
steps to preserve cash so it could
emerge from the global downturn in
a position to resume growth, though
she acknowledged a rebound is diffi-
cult to predict. “It’s a very uncertain
time,” Ms. Carroll said in a
conference call on Friday.

Anglo American shares
fell 17% in London.

The company’s net profit
declined to $5.22 billion
from $7.3 billion in 2007. Its
base-metals division, which
produces copper, nickel,
zinc and lead, was the big-
gest drag on profit amid
lower prices and sales, cou-
pled with rising costs.

Revenue fell 7.6% to
$32.96 billion, reflecting the sale of
thecompany’sMondipackagingbusi-
ness and reduction of its stake in gold
miner AngloGold Ashanti Ltd.

The mining sector has been ham-
mered by a sudden and sharp down-

turn in commodity prices during the
second half of last year.

Mining companies, particularly
those with heavy debt loads, are
scrambling to shore up their balance

sheets. Anglo-Swiss miner
Xstrata PLC is turning to
the market with a $5.9 bil-
lion rights issue, while An-
glo-Australian miner Rio
Tinto plans to raise $19.5
billion by selling convert-
ible bonds and pieces of as-
sets to Aluminum Corp. of
China, known as Chinalco.

AngloAmerican Finance
Director René Médori said
the company is comfortable
with its level of debt and its

effortstopreservecash.“Wedon'tbe-
lieve that we need to contemplate a
rights issue,” he said.

Anglo American in December
lowered its 2009 capital-spending
target by more than half to $4.5 bil-

lion, delaying some projects in the
face of falling demand.

With Friday’s announcement,
the company’s share-buyback pro-
gram was effectively suspended in
October with purchases totaling
$1.66 billion since August 2007.

But Anglo is still carrying
about $11 billion in debt, leaving it
unable to scoop up bargains in a be-
leaguered market. Ms. Carroll said
the company would focus on devel-
oping existing projects, many of
which are due to start production
around 2011.

She said the company has no
plans to invest in Australian iron-ore
producer Fortescue Metals Group
Ltd. Fortescue said Wednesday that
ithas hadmeetings withAnglo Amer-
ican and China Investment Corp.
over investment opportunities.
 —Robb M. Stewart

in Johannesburg contributed
to this article.

Anglo American cuts jobs
Miner to suspend
dividend as profit
tumbles 29%

China aims to scoop up U.K. bargains

Lafarge, Saint-Gobain to seek cash

CORPORATE NEWS

New Yahoo chief readies
a major reorganization

Cynthia Carroll

Digging deep
Mining group, Anglo American PLC shares dropped 17%, after posting a 29% 
fall in 2008 net profit 

Sources: the company (profit); Thomson Reuters Datastream (share price)

Net profit
In billions of dollars

Share performance
52-week change: down 68%
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Friday’s close:
£10.27, down 17%

BEIJING—Chinese companies
plan to purchase $2.23 billion of
products and services on a buying
spree in the U.K., a person familiar
with the situation said.

The trip is part of a European
tour as Beijing looks to boost over-
seas investments and take advan-
tage of tumbling asset values in
hard-hit Western economies. The
trip, organized by China’s Ministry

of Commerce and set to take place
this month, will also include Ger-
many, Switzerland and Spain.

A senior official said Wednesday
that China is looking to use its
nearly $2 trillion of official foreign-
exchange reserves to invest abroad.

As members of the delegation to
the U.K., HNA Group, an aviation-in-
dustry conglomerate, and unit Hong
Kong Airlines Ltd. will buy a com-

bined $1.33 billion of aircraft engines
and related services from Rolls-
Royce Group PLC, the person familiar
with the plan said. Officials at HNA
Group weren’t available to comment.

An unspecified Chinese company
will pay a combined $615 million for
3,000 Jaguar and 6,000 Land Rover
automobiles on the same British tour,
the person said.
 —Steven Yang and Shen Hong

By Michael Corkery

And Melanie Trottman

The U.S. Consumer Product
Safety Commission is investigating
complaints about Chinese-made dry-
wall believed to be emitting unpleas-
ant odors and causing unusual air-
conditioner problems in dozens of
Florida homes.

The commission is focusing on
whether sulfur-based gases emit-
ted by the drywall are corroding
household wiring and posing a po-
tential safety hazard, CPSC spokes-
man Joe Martyak said. If the com-
mission determines there is a
safety hazard, he said, it could or-
der a halt in sales of certain dry-
wall products. The CPSC has no
safety standards for the material,
commonly used to make interior
walls, and isn’t aware of other fed-
eral standards for the product.

On Friday, Taylor Morrison, a
unit of London-based Taylor
Wimpey PLC, became the latest big
builder to acknowledge a drywall
problem in some of its houses. The

company said it identified at least
eight Florida homes with defective
Chinese drywall and is relocating
many homeowners while it replaces
the material.

Lennar Corp. has identified 80
homes believed to have defective Chi-
nese drywall in Florida and is testing
an additional 40 houses. The Miami-
basedbuilderhashadtorelocateanun-
disclosed number of homeowners
whileit dealswith the problem.

Manufacturers say the drywall
was imported from China because of
a shortage during the housing boom
in 2006. Many builders say they
were unaware the drywall they used
had been imported from China. Len-
nar recently filed a lawsuit in a Flor-
ida state court, alleging that the dry-
wall manufacturers should have
known the drywall was defective.

The Florida Health Department,
which has received nearly 100 com-
plaints about drywall, is investigating
whether the material poses health
problems. An environmental consult-
ant hired by Lennar has indicated that
thedrywall isn’t a healththreat.

By Jethro Mullen

Building-materials companies
Lafarge SA and Cie. de Saint-
Gobain SA cut their dividends Fri-
day, and each unveiled plans to ask
shareholders for Œ1.5 billion
($1.93 billion) in extra funds.

While the companies provide dif-
ferent products—Lafarge is the
world’s largest cement and aggre-
gates maker while Saint-Gobain is a
world leader in glass-related prod-
ucts—their ills stem from the same
source: a collapse in global construc-
tion markets brought on by the
credit squeeze.

The two companies also pro-
posed asset disposals, ramped up
cost cutting, and improvements in
working capital. While analysts
had expected a capital increase
from Lafarge along with other mea-
sures to address its imposing
Œ16.88 billion net debt, Saint-

Gobain’s move was unanticipated.
Lafarge’s Œ4.5 billion package of

measures to repair its balance sheet
was generally well received by ana-
lysts and investors and its shares de-
clined a modest 2.4%. Saint-
Gobain’s stock, meanwhile, dropped
15%, pulling its largest shareholder,
Wendel, down 24% in its wake.

Saint-Gobain posted a 7.3% de-
cline in 2008 net profit to Œ1.38 bil-
lion from Œ1.49 billion, as activity in
the construction sector crumbled to-
ward the end of the year. Revenue
edged up to Œ43.8 billion from
Œ43.42 billion.

Lafarge halved its dividend to Œ2
after it reported an 89% drop in
fourth-quarter net profit to Œ40 mil-
lion from Œ375 million a year earlier.
A Œ250 million goodwill write-down
mainly stemming from its U.K. and
U.S. cement operations hit Lafarge’s
bottom line. Revenue was up 7.2% at
Œ4.65 billion from Œ4.34 billion.

In an effort to bring down its
Œ16.88 billion of debt, pushed up
94% last year by the acquisition of
Egypt’s cement giant Orascom, La-
farge said it would introduce a Œ4.5
billion action plan to improve its fi-
nancial position.

Lafarge’s Œ1.5 billion rights issue
is fully underwritten and its two
main shareholders, Groupe Brux-
elles Lambert SA and NNS Holding,
agreed to subscribe to shares valued
at a total of Œ500 million, the com-
pany said.

Both companies expressed the
hope that stimulus packages initi-
ated by Western governments
should help their businesses, al-
though Lafarge cautioned that the
boost is more likely come in 2010
than 2009.
 —Geraldine Amiel in Paris,

Gustav Sandstrom in Stockholm
and Adrian Kerr in London
contributed to this article.

By Jessica E. Vascellaro

Almost six weeks into the job, Ya-
hoo Inc. Chief Executive Carol Bartz
is preparing her first major move: a
company-wide reorganization.

The plan aims to speed up deci-
sion-making and give Yahoo prod-
ucts a more consistent appearance
by consolidating company-wide
functions—like product develop-
ment and marketing—into stand-
alone groups, people familiar with
the matter say. Ms. Bartz has com-
pleted a rough blueprint for the orga-
nization, these people say, and de-
tails are being finalized. The plan
could be announced next week, they
add.

The new structure underscores
Ms. Bartz’s belief that the Internet
company could benefit from some
more top-down management. Much
of her plan involves pulling together
pieces that have been spread out
across the company in order to bet-
ter focus employees on specific func-
tions.

Under one likely scenario that
has been discussed, Yahoo’s chief
technology officer, Aristotle Balogh,
would expand his role to become
head of product, say people familiar
with the matter. Hilary Schneider,
currently in charge of the compa-
ny’s advertising, publishing and au-
dience groups in the U.S., would be-
come head of North America. Ya-
hoo’s European, Asian and emerg-
ing markets divisions would be con-
solidated under one leader, said
these people, cautioning that the
roles and executives tapped to fill
them could change.

The announcement would just be
a first step and implications of the
changes—including likely depar-
tures—could take months to trickle
down. Ms. Bartz also has a few high-
level executive searches under way,
including a search for chief market-
ing officer and other senior execu-
tives she is hoping will professional-
ize her leadership team, people fa-
miliar with the matter said.

She’s following a pattern she set

while chief executive of software
company Autodesk Inc. After join-
ing the company in 1992, Ms. Bartz
moved quickly to bring in new execu-
tives and a top-down leadership ap-
proach.

Already at Yahoo, she’s begun to
tackle some bigger strategic issues. In
January, Ms. Bartz assembled a task
force to evaluate whether Yahoo
should keep its search business,
which is stuck far below Google Inc. in
second place. Some employees have
reported back that the answer de-
pends on a variety of factors, includ-
ing whether the business can gain
market share, according to people fa-
miliar with the discussions.

The reorganization comes as Ya-
hoo is still digesting a management
shake-up that was announced last
June by Jerry Yang, the company’s
former chief executive, and Susan
Decker, its former president. The
plan was designed to give some of the
international markets more auton-
omy over their own products and to
consolidate some functions, but
drew criticism for creating confusion
about who was responsible for cer-
tain decisions.

The Web site AllThingsD previ-
ously reported that Ms. Bartz may
announce a new management struc-
ture next week. The publication is
owned by Wall Street Journal pub-
lisher Dow Jones & Co., a unit of
News Corp.

Ms. Bartz has already begun to re-
shape Yahoo’s culture. A straight-
talker, she has become known for
stubbornly starting meetings on
time and demanding that employ-
ees aren’t distracted during them,
say employees. She doesn’t bring
her BlackBerry into meetings, say
employees who have stopped stay-
ing glued to theirs as well.

She’s gotten up to speed by re-
questing briefings with staff at sev-
eral levels of the organization, ask-
ing for updates on major projects
and testing employees by asking,
“What would you do if you were
me?” according to people familiar
with her process.

T H E WA L L ST R E ET JO U R NA L . MONDAY, FEBRUARY 23, 2009 7

Japan Strat Value I JP EQ LUX 02/19 JPY 4424.00 –15.8 –52.8 –38.5
Real Estate Sec. A OT EQ LUX 02/19 USD 8.04 –24.6 –56.6 –44.1
Real Estate Sec. B OT EQ LUX 02/19 USD 7.41 –24.8 –57.0 –44.7
Real Estate Sec. I OT EQ LUX 02/19 USD 8.58 –24.6 –56.2 –43.6
Short Mat Dollar A US BD LUX 02/19 USD 6.61 –1.8 –20.6 –11.8
Short Mat Dollar A2 US BD LUX 02/19 USD 8.63 –1.5 –20.7 –11.7
Short Mat Dollar B US BD LUX 02/19 USD 6.61 –1.9 –21.0 –12.2
Short Mat Dollar B2 US BD LUX 02/19 USD 8.62 –1.6 –21.0 –12.2
Short Mat Dollar I US BD LUX 02/19 USD 6.61 –1.8 –20.2 –11.3

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 02/19 GBP 6.35 –4.7 –27.2 –17.0
Andfs. Borsa Global GL EQ AND 02/19 EUR 5.31 –8.4 –38.3 –25.5
Andfs. Emergents GL EQ AND 02/19 USD 9.40 –6.0 –52.5 –24.5
Andfs. Espanya EU EQ AND 02/19 EUR 9.41 –13.0 –38.7 –26.3
Andfs. Estats Units US EQ AND 02/19 USD 11.23 –7.9 –39.3 –23.4
Andfs. Europa EU EQ AND 02/19 EUR 5.81 –10.4 –39.4 –27.2

Andfs. Franca EU EQ AND 02/19 EUR 7.45 –10.1 –38.7 –28.0
Andfs. Japo JP EQ AND 02/19 JPY 385.04 –12.2 –44.1 –34.5
Andfs. Plus Dollars US BA AND 02/19 USD 8.06 –4.4 –22.9 –12.8
Andfs. RF Dolars US BD AND 02/19 USD 9.94 –2.7 –13.2 –5.8
Andfs. RF Euros EU BD AND 02/19 EUR 8.88 –0.8 –18.6 –11.4
Andorfons EU BD AND 02/19 EUR 11.41 –4.3 –23.6 –15.4
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/19 EUR 7.59 –6.3 –31.3 –19.9
Andorfons Mix 60 EU BA AND 02/19 EUR 7.41 –8.8 –38.5 –25.1

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 02/13 USD 132907.97 –1.5 –43.0 –22.4

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 02/20 EUR 10.05 –0.2 –1.3 –0.6
DJE-Absolut P GL EQ LUX 02/20 EUR 167.96 –4.2 –28.6 –16.0
DJE-Alpha Glbl P EU BA LUX 02/20 EUR 146.46 –4.8 –24.7 –12.8
DJE-Div& Substanz P GL EQ LUX 02/20 EUR 169.69 –3.0 –25.2 –14.6
DJE-Gold&Resourc P OT EQ LUX 02/20 EUR 137.76 5.4 –30.3 –9.6
DJE-Renten Glbl P EU BD LUX 02/20 EUR 121.61 1.6 –0.3 0.6
LuxPro-Dragon I AS EQ LUX 02/20 EUR 96.98 4.4 –38.1 –13.7
LuxPro-Dragon P AS EQ LUX 02/20 EUR 94.72 4.4 –38.5 –14.6
LuxTopic-Aktien Europa EU EQ LUX 02/20 EUR 12.70 –11.4 –26.6 –13.5
LuxTopic-Pacific AS EQ LUX 02/20 EUR 9.25 2.2 –49.9 –28.3

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 01/30 USD 18.90 –9.8 –46.9 –10.8
EFG-Hermes Saudi Arabia Equity EA EQ SAU 02/10 SAR 4.85 2.4 NS NS
EFG-Hermes Telecom OT EQ BMU 01/30 USD 25.02 –2.4 –33.8 –8.1

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 02/19 USD 246.30 0.3 –20.3 –9.3
Sel Emerg Mkt Equity GL EQ GGY 02/19 USD 120.22 –8.2 –52.5 –24.9
Sel Euro Equity EUR US EQ GGY 02/19 EUR 69.88 –6.2 –46.2 –32.7
Sel European Equity EU EQ GGY 02/19 USD 117.56 –14.5 –53.8 –33.9
Sel Glob Equity GL EQ GGY 02/19 USD 122.63 –14.6 –50.8 –32.8
Sel Glob Fxd Inc GL BD GGY 02/19 USD 122.31 –5.2 –16.9 –6.5
Sel Pacific Equity AS EQ GGY 02/19 USD 80.60 –10.9 –50.0 –25.6
Sel US Equity US EQ GGY 02/19 USD 88.02 –12.6 –43.5 –27.9
Sel US Sm Cap Eq US EQ GGY 02/19 USD 113.55 –13.2 –46.3 –32.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/19 EUR 287.27 –1.6 –18.2 –10.4
DSF 50/50 EU BA LUX 02/19 EUR 210.53 –2.6 –25.6 –15.9
DSF 75/25 EU BA LUX 02/19 EUR 156.66 –3.5 –32.9 –21.7
KBC Eq (L) Europe EU EQ LUX 02/19 EUR 365.95 –5.8 –45.3 –32.6
KBC Eq (L) Japan JP EQ LUX 02/19 JPY 14394.00 –14.0 –45.5 –36.8
KBC Eq (L) NthAmer EUR US EQ LUX 02/19 EUR 399.80 –12.5 –42.8 –26.9
KBC Eq (L) NthAmer USD US EQ LUX 02/19 USD 582.34 –12.2 –41.2 –24.9
KBL Key America EUR US EQ LUX 02/18 EUR 287.35 –9.9 –45.4 –27.9
KBL Key America USD US EQ LUX 02/18 USD 301.93 –9.3 –44.6 –26.5
KBL Key East Europe EU EQ LUX 02/18 EUR 935.60 –11.6 –69.2 –44.3
KBL Key Eur Sm Cie EU EQ LUX 02/18 EUR 616.96 –1.9 –48.4 –36.1
KBL Key Europe EU EQ LUX 02/18 EUR 491.99 –5.2 –36.8 –27.4
KBL Key Far East AS EQ LUX 02/18 USD 827.24 –8.3 –51.1 –26.8
KBL Key Major Em Mkts GL EQ LUX 02/18 USD 317.02 –7.5 –62.0 –30.5
KBL Key NaturalRes EUR OT EQ LUX 02/18 EUR 355.13 4.3 –38.9 –17.9
KBL Key NaturalRes USD OT EQ LUX 02/18 USD 338.42 –6.1 –47.7 –19.8

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 02/13 USD 34.97 2.4 –48.5 –24.1
LG Asian Plus AS EQ CYM 02/13 USD 37.04 –2.0 –49.9 –21.4
LG Asian SmallerCo's AS EQ BMU 02/19 USD 51.36 –6.9 –62.6 –41.3
LG India EA EQ MUS 02/12 USD 30.29 –5.1 –57.4 –28.3
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By Ianthe Jeanne Dugan

The trustee liquidating Bernard
Madoff’s investment firm said there
was no evidence that the U.S. finan-
cier bought any securities for cli-
ents in at least 13 years.

Irving Picard, the trustee, also
said Bernard L. Madoff Investment
Securities LLC’s broker-dealer divi-
sion and the investment-advisory
unit, which was at the center of the
alleged multibillion-dollar pyramid
scheme, didn’t appear to operate dis-
tinctly from each other.

“They were one,” he said.
Many executives and staff at Mr.

Madoff’s securities unit said they
had little or no involvement in the
advisory business.

Mr. Picard
made the disclo-
sures Friday at a
town hall-style
meeting of inves-
tors and credi-
tors in New York.
The fact there
was no evidence
of securities buy-
ing means Mad-
off investors
could collect as
m u c h a s
$500,000 per ac-
count from the Securities Investor
Protection Corp., a fund that helps
investors at failed brokerage firms.

“It’s better than I expected,” said
one investor in blue jeans and work
boots. A woman in a long fur coat,
however, said it won’t begin to
cover her investment.

The investors, along with dozens
of lawyers, showed up for the first
meeting of Madoff customers at the
U.S. Bankruptcy Court in Manhat-
tan. Mr. Picard said he has received
claims from 2,350 investors so far.

Mr. Picard said investigators had
recovered $650 million in assets
from Mr. Madoff’s firm that can
eventually be returned to investors.
He said he also has received bids for
Madoff’s market-making operation
and plans to auction off the unit in a
few weeks. The team also found art-
work, including prints and small
statues. He has hired a consultant to
appraise the art.

Mr. Picard said he will send out
dozens of subpoenas over the next
couple of weeks seeking documents,
bank statements, emails and other
evidence that show how the busi-
ness actually operated.

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

Bernard Madoff

Louisiana city suffers Stanford fallout
Finances of retirees,
nonprofits at stake;
broker’s tearful call

Among those feeling the sting of the Stanford affair is the Baton Rouge
Symphony Orchestra, whose director, Ron Ross, is pictured at its headquarters.

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

By Jeff D. Opdyke

Baton Rouge, La.

In 2007, Stanford Group Co.
signed on as official sponsor of Loui-
siana State University’s cheerlead-
ing squad, one of many company ef-
forts through the years to solidify
ties to this south Louisiana commu-
nity. Today, there are few cheers for
the firm at the center of an alleged
$8 billion investment fraud.

The seizure of three of Stanford
Financial Group’s companies and
the freezing of most clients’ assets
by a federal judge on Feb. 16 are
threatening the financial security
of some local Exxon Mobil Corp. re-
tirees who were actively courted by
the firm through the years.

The action also has local profes-
sionals trying to access their certifi-
cates of deposit from a Caribbean is-
land few of them have visited, and it
promises to shrink the flow of phil-
anthropic dollars into local chari-
ties that have come to regard Stan-
ford Group as a reliable donor.

“We are definitely going to feel
their loss,” says Ron Ross, interim
executive director at the Baton
Rouge Symphony Orchestra. “For
years, Stanford has been a signifi-
cant source of sponsorship dollars,
and that’s a significant loss for a
small nonprofit like the symphony.”

Mr. Ross and his staff have tried
unsuccessfully to contact Stanford
in recent days because the firm still
owes $30,000 that it pledged to
sponsor a black-tie gala last month
before a concert with jazz trum-
peter Chris Botti. The symphony is
concerned that, if Stanford doesn’t
pay, it will have to ask donors to dig
deeper into their pockets to cover
the cost or explore other options.

An attempt to get comment
from Jason Green, president of Stan-
ford’s Private Client Group in Baton
Rouge, was unsuccessful. A woman
answering a phone call to his home
said, “You know we can’t talk about
that.” Stanford’s Baton Rouge of-
fice wasn’t open on Wednesday; a
woman answering the door said,
“We are not allowed to talk.”

On Friday, bank regulators in An-
tigua and Barbuda seized control of
Stanford Financial Group’s offshore
banking operations. The twin-is-
land nation’s Financial Services
Regulatory Commission said the
move affects Stanford Interna-

tional Bank and Stanford Trust Co.,
and it appointed two receivers to
manage these two units of Texas
businessman R. Allen Stanford’s fi-
nancial empire.

Separately, the Eastern Carib-
bean Central Bank said five commer-
cial banks in the Eastern Caribbean,
together with the Antiguan govern-
ment, are establishing a new entity
that by Monday will take over opera-
tions of the local Bank of Antigua,
also controlled by Mr. Stanford; its
statement didn’t say what will hap-
pen to the depositors’ money.

Also Friday, the court-appointed
receiver for Stanford Financial
Group issued a statement telling
Stanford customers that they won’t
be allowed to access their accounts
or transfer their funds “for the fore-
seeable future,” until the receiver
can verify that there aren’t legal
claims against the funds. The re-
ceiver halted the sales of all certifi-
cates of deposit by Stanford compa-
nies, as well as sales of the Stanford
Allocation Strategy mutual fund.

In an unusual statement, the re-
ceiver urged politicians who re-
ceived contributions from Stanford
Financial executives to return the
money, a move that will likely spot-
light Mr. Stanford’s Beltway connec-
tions. Mr. Stanford, his company
and its employees have contributed
at least $2 million since 2000 to can-
didates, including key lawmakers.

One recipient, Sen. Bill Nelson
(D., Fla.), said he had planned to do-
nate an amount equal to $45,900 in
campaign contributions associated
with Stanford to a charity that pro-
vides clothing to poor people but is
“seeking guidance on whether it
can be returned to the Stanford com-
pany’s court-appointed receiver.”

A Stanford spokesman didn’t re-
spond to a request for comment;

previously he has declined to com-
ment.

The U.S. Securities and Ex-
change Commission on Tuesday
filed civil charges in connection
with the alleged fraud against the
financier, and federal prosecutors
are investigating if he was operat-
ing a Ponzi scheme, according to
people familiar with the matter.

Stanford Group arrived in Baton
Rouge in 1996, according to local
press reports at the time, when the
company opened its first satellite
brokerage office outside Houston.
By 2007, the firm had selected Ba-
ton Rouge as the hub for its national
wealth-management operations.
Its Stanford Trust and Stanford
Group offices house about 25 em-
ployees and stretch across 10,000
square feet atop City Plaza, an eight-
story building overlooking down-
town and the Mississippi River.

Through the years, Stanford built
a name among local investors who of-
ten viewed the firm as “upper tier,”
says 64-year-old retiree Barbara De-
marest, who along with her hus-
band, Fred, 66, had “a couple million,
all of our money except about two
months of living expenses, wrapped
up in Stanford.” Half of the couple’s
money is in Antiguan CDs; the other
half is in cash and stocks held in Stan-
ford’s brokerage arm.

Like some of Stanford’s Baton
Rouge clients, Mr. Demarest is a re-
tiree of Exxon. The energy giant op-
erates one of the world’s largest pet-
rochemical plants along the Missis-
sippi River, and its army of engi-
neers, technicians and executives
were attractive to Stanford’s local
advisers.

While many investment firms
ply Exxon workers with free lunch
and dinner investment seminars,
“the Stanford name just spreads by

word-of-mouth [among workers]
because so many are invested” with
the firm, Mr. Demarest says. Mr. De-
marest says he and his wife have
been trying in recent days to reach
anyone at Stanford but haven’t
heard back.

An Exxon Mobil spokesman in
Baton Rouge said “it’s inappropri-
ate to comment” on its workers and
their personal investments.

Stanford also marketed to Baton
Rouge’s doctors and lawyers, some
of whom say they steered col-
leagues to the usually high returns
Stanford seemed to deliver on ev-
ery monthly statement.

Dr. Stephen Wilson, 69, an ortho-
pedic surgeon, has about $600,000
with Stanford, a third of it in an Anti-
guan CD. His Stanford broker
moved him to the offshore account
about four years ago, and though
“that raised red flags,” Dr. Wilson
says, “it never entered my mind
that Stanford might be crooked. I
got the account statements every
month, and you could see the inter-
est—8% or 10%—show up. I should
have opened my eyes and thought,
how can a bank make this kind of
money when no one else can?”

Dr. Wilson says he got a tearful
call on Friday from the Stanford bro-
ker, whom he has known for de-
cades. The broker apologized and
said he recently “knew the firm was
in trouble, but he didn’t know it was
this bad,” according to Dr. Wilson.
The broker couldn’t be reached for
comment.

The city’s nonprofit community
also is feeling the fallout. As in
many cities where it has offices,
Stanford blanketed the local philan-
thropic scene with donations of
time and money, usually tied to
events for which Stanford would
get tickets that it could use to woo
or reward clients, according to phil-
anthropic executives.

The Community Fund for the
Arts was one of Stanford Group’s lo-
cal beneficiaries. It got about
$40,000 annually from the firm, or
roughly 8% of the fund’s annual
$500,000 fund-raising effort, ac-
cording to the Arts Council of
Greater Baton Rouge. One likely
loss: the Stanford Financial Excel-
lence in the Arts awards. The pair of
awards, for $25,000 and $10,000 re-
spectively, was given out annually
to local arts organizations that dem-
onstrate exemplary abilities in fis-
cal management and financial over-
sight.

 —Evan Perez in St. John’s,
Antigua, and T.W. Farnam
in Washington contributed

to this article.
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Madoff didn’t buy
any securities
for 13 years
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By Flemming E. Hansen

VIENNA—Deutsche Lufthansa
AG said Friday it is sticking with its of-
fer to take over Austrian Airlines AG,
even though the Austrian flagship
carrier’s net loss has surpassed more
than half of its issued share capital.

Forced by stock-market regula-
tions, Austrian Airlines late Thurs-
day said its net losses excluding
write-downs on the depreciation of
aircraft and other charges for 2008
and January have exceeded half of
its Œ264 million ($339 million)
share capital. The carrier had previ-
ously said it expected a 2008 net
loss before write-downs and
charges of between Œ100 million
and Œ125 million.

“Our 2008 guidance is still

valid,” said Livia Dandrea-Böhm, a
spokeswoman for Austrian Airlines.
“We anticipated that [the loss ex-
ceeding half of the share capital]
would happen sooner or later. It was
not a big surprise to us, and also not
to Lufthansa.”

Austrian Airlines’ continued
course of losses has no influence on
the takeover scenario, Lufthansa
spokeswoman Claudia Lange said
Friday. “Lufthansa is a reliable part-
ner and stands by its offer,” she said.

Lufthansa has signed a deal with
Austrian Airlines’ controlling share-
holder, state-owned holding com-
pany ÖIAG, for its 41.6% stake in the
carrier, depending on European
Union approval of a Œ500 million
debt-aid infusion paid by the govern-
ment. Lufthansa also has said it will
offer Œ4.49 for each remaining
share in the carrier. The deal is ex-
pected to be finalized this summer.

However, the German carrier said
Friday that it expects a significant re-

structuring contribution from Aus-
trian Airlines’ external partners.
Lufthansa named Vienna Airport AG
as a partner that could assist with re-
structuring the airline, as well as Aus-
trian oil-and-gas company OMG AG,
which supplies Austrian Airlines
with jet fuel.

Lufthansa remains firm
on Austrian Airlines deal

GLOBAL BUSINESS BRIEFS

By Gregory L. White

MOSCOW—A Siberian court
slapped Telenor ASA with a ruling
for $1.7 billion in damages that the
Norwegian telecom company said
could threaten its largest Russian in-
vestment. Telenor denounced the de-
cision as illegal and vowed to appeal.

The case has been watched as a
sign of whether foreign investors
will be able to protect their rights in
Russia’s weak courts as the financial
crisis fuels conflicts with powerful
local players.

“This suit is an illegal attempt to
steal Telenor’s investment in Rus-
sia,” said Jan-Edvard Tygesen, head
of Telenor’s Central and Eastern Euro-
pean operations. Telenor owns 29.9%
of OAO Vimpel Communications, Rus-
sia’s No. 2 cellphone company.

For several years, Telenor has
been in a dispute with its Russian
partner in Vimpelcom, the tele-
coms unit of Russia’s Alfa Group,
one of the country’s most influen-
tial conglomerates.

In a related proceeding in Octo-
ber, the court briefly froze Alfa’s
stake in Vimpelcom, effectively pre-
venting Alfa’s Western creditors
from taking the shares, which had
been pledged as collateral for a loan.
Within days, a Russian state bank
lent Alfa the money to pay off the
loan and the freeze was lifted.

The case against Telenor was

brought last spring by a little-known
British Virgin Islands company, Fa-
rimex Products Inc., which said it
held a small stake in Vimpelcom.

Telenor charges that Farimex is
acting on behalf of Alfa and says
that representatives of Alfa execu-
tives involved in the latest trial ad-
mitted as much in open court. Alfa
also filed an arbitration claim in
Geneva making essentially the same
arguments as the Farimex suit. Pub-
licly, Alfa officials deny any connec-
tion to Farimex.

Farimex charged that Telenor’s
representatives on Vimpelcom’s
board had delayed the company’s ex-
pansion into Ukraine and sought
$2.8 billion in damages for Vimpel-

com. Farimex won in a lower court,
but Telenor appealed.

Telenor was encouraged in late
December when the Eighth Arbi-
trage Appellate Court in Omsk
threw out the lower-court ruling.
But the same court upheld most of
Farimex’s suit in Friday’s decision,
which takes legal effect when the
court releases the full opinion in
about a week. Alfa welcomed the rul-
ing Friday.

Kjell-Morten Johnsen, Telenor’s
Russia representative, vowed to
keep fighting, saying, “We would
never pay a single dollar based on a
case like this.” He said that Telenor
hopes for a fair hearing when the
case reaches Russia’s higher courts.

Telenor hit with damages
Russian investments
could be threatened
by $1.7 billion ruling

Lufthansa has signed an agreement to
take a 41.6% stake in Austrian Airlines.

CORPORATE NEWS

Mikhail Fridman, chairman of Russia’s Alfa Group. Telenor has been in a dispute
with its Russian partner in Vimpelcom, Alfa Group’s telecom unit.

Fiat SpA

Car maker Fiat SpA has secured
a Œ1 billion ($1.28 billion) loan from
Intesa Sanpaolo SpA, UniCredit
SpA and Crédit Agricole SA’s Ca-
lyon, a legal adviser to the three
banks said Friday in an email. A Fiat
spokesman on Friday confirmed the
value of the loan. Fiat’s industrial
debt soared to Œ5.94 billion at the
end of 2008 from Œ355 million at the
end of 2007, the company reported
Thursday. The car maker blamed the
rising debt on rapidly declining
sales in the final three months of
2008. “The loan was granted to sup-
port Fiat’s liquidity needs,” law firm
Allen & Overy LLP, the legal adviser
to the three banks, said in the state-
ment. Intesa Sanpaolo’s head of cor-
porate markets, Gaetano Miccichè,
said Intesa Sanpaolo and UniCredit
will have an equal share of the loan.

—Compiled from staff
and wire service reports.

Chery Automobile Co.

China’s Chery Automobile Co.
saidithasproducedaprototypeofits
first alternative-energy vehicle. The
companyalso is setting upa separate
electric-car company, people famil-
iar with the matter said. A Chery
spokesman said such a “possibility
can’tberuledout”butthatthecompa-
ny’s plans “have not been settled
yet.” The electric car, called the S18,
travels 120 to 150 kilometers on a
charge. It can be fully charged in four
to six hours using a 220-volt home
outlet,theautomakersaidThursday.
Chery said its car will be priced at a
level that is “very suitable for fami-
lies to buy.” The company didn’t say
when the car would be available. Chi-
na’s BYD Co. began selling its plug-in
electrichybridcarinChinainDecem-
ber.BYD’scar,pricedat150,000yuan,
or around $22,000, can run 80 to 100
kilometersexclusivelyonelectricity.
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TOKYO—Kirin Holdings Co. said
it will acquire a 43.25% stake in the
beer unit of San Miguel Corp., in a
deal that will strengthen Kirin’s busi-
ness in Asia and Oceania.

The deal, valued at 58.91 billion
Philippine pesos ($1.22 billion), also
provides Japan-based Kirin an exit
strategy from San Miguel Corp., the
dominant Philippine food-and-bev-

erage company that recently diversi-
fied into heavy industries.

Kirin will sell its 19.91% stake in
San Miguel Corp. for 39.61 billion pe-
sos to Manila-based investment-
management company Q-Tech Alli-
ance Holdings to help fund the pur-
chase of the stake in Manila-based
San Miguel Brewery Inc. Kirin ex-
pects to complete the deal in May.

Kirin to acquire stake in brewer

Assicurazioni Generali SpA

Assicurazioni Generali SpA and
Alleanza Assicurazioni SpA have
called respective board meetings to-
day to approve their merger, accord-
ing to people with knowledge of the
situation. As already announced by
the two Italian insurers, the deal
won’t entail any right of withdrawal
for the shareholders of the compa-
nies involved, the people said. The
deal will have to be approved by
shareholders of the two companies
at their respective annual meetings
set for April. Assicurazioni Gener-
ali, Europe’s third-largest insurer
with a market capitalization of
Œ18.7 billion ($24 billion), controls a
majority in Alleanza. The move
paves the way for a reorganization
of Generali’s Italian operations.

Johnson & Johnson

Johnson & Johnson Chief Execu-
tive William Weldon declined a merit
raise for this year from his 2008 sal-
ary because of the current global eco-
nomicsituation,accordingtoaregula-
toryfilingFriday.Thoughtheboardof
the New Brunswick, N.J., health-care
companyvoted to give Mr. Weldon an
increase, he asked to remain at his
2008 salary of $1.8 million. Mr. Wel-
don was awarded a bonus of $3.5 mil-
lion, a decrease of $200,000 from the
previous year. He also received stock
options. Chief Financial Officer Do-
minic Caruso will receive $727,600 in
2009 and was awarded a bonus of
$900,000 for 2008. General counsel
Russell Deyo will be paid $835,000
andreceiveda$1.5millionbonus,and
consumer-health head Colleen Gog-
gins received a salary of $800,100
plus a bonus of $1.1 million.

Prudential PLC

U.K. insurer agrees to sell
Taiwan business to China Life

U.K. insurer Prudential PLC said
it is selling its Taiwan agency distri-
bution operations and agency force
to Taiwan’s China Life Insurance
Co. for one New Taiwan dollar
(three U.S. cents) and will buy £45
million, or about US$65 million, of
new shares to be issued by the Tai-
wanese insurer, for a 9.95% stake.
Prudential also reported a 5.2% rise
in new business sales for 2008, to
£3.02 billion and said its financial po-
sition remained strong. Its stock
jumped 12% in London on Friday.
Still, the company said it expects “a
challenging year. Prudential is exit-
ing direct-selling operations in Tai-
wan, one of the world’s most compet-
itive insurance markets, just as Euro-
pean regulators are implementing
tougher accounting rules on capital
reserves for insurers.

Satyam Computer Services Ltd.

The board of Satyam Computer
Services Ltd. will seek regulatory ap-
proval this week for a strategic inves-
tor, and recommended to the Minis-
try of Corporate Affairs for the re-
moval of Price Waterhouse as its au-
ditor. The company also said it has
received unsolicited offers from
banks for funding and has secured
$250 million of new purchase orders
and extensions since Jan. 7. Chair-
man Kiran Karnik said Satyam’s re-
vival was “on a fast-track mode.”
Board member Deepak Parekh said
the process would be detailed once
it had regulatory approval. Satyam
plunged into turmoil after revela-
tions last month that its founder and
former Chairman B. Ramalinga Raju
overstated profits and revenues and
created a fictitious cash balance of
more than $1 billion.

Shire PLC

U.K. pharmaceutical maker
Shire PLC said Friday it is acquiring
the rights to sell Belgian drug maker
UCB SA’s hyperactivity drug
Equasym for Œ55 million ($71 mil-
lion), in a move to gain immediate ac-
cess to the European market for hy-
peractivity medicines. Equasym gen-
erated net sales of Œ16.9 million in
2008 and is sold in a number of coun-
tries outside North America. The
deal will be earnings neutral for
2009 and earnings accretive from
2010, Shire said. Shire markets
Adderall XR, the top-selling hyperac-
tivity treatment in the U.S., as well
as Vyvanse, which is set to become
Shire’s key hyperactivity product
once Adderall XR becomes generic
on April 1. Vyvanse was launched in
the U.S. in 2007, but is still in late-
stage trials in the European Union.

Toyota Motor Corp.

Toyota Motor Corp. said Friday
that it is bringing back Yoshi Inaba,
a former senior executive, to re-
vamp its North American opera-
tions. Mr. Inaba, who was credited
with laying the groundwork for Toy-
ota’s fast growth in the U.S. over the
past several years, left the Japan-
based auto maker in 2007 to run an
international airport close to Toyo-
ta’s headquarters. The announce-
ment follows Toyota’s move last
month to name Akio Toyoda to be
the company’s next president, pend-
ing shareholder approval in June.
Mr. Toyoda became an executive
vice president in 2005 and added in-
ternational operations to his respon-
sibilities in June last year. Mr. Toy-
oda is expected to ask Mr. Inaba to fo-
cus on overhauling Toyota’s sales
network in the U.S.
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Am Blend Portfolio A US EQ LUX 02/19 USD 7.11 –13.4 –44.9 –29.7
Am Blend Portfolio I US EQ LUX 02/19 USD 8.32 –13.3 –44.4 –29.1
Am Growth A US EQ LUX 02/19 USD 21.34 –6.8 –31.0 –19.0
Am Growth B US EQ LUX 02/19 USD 18.10 –6.9 –31.6 –19.8
Am Growth I US EQ LUX 02/19 USD 23.49 –6.7 –30.4 –18.4
Am Income A US BD LUX 02/19 USD 7.10 –0.6 –10.3 –4.2
Am Income A2 US BD LUX 02/19 USD 15.20 –0.1 –10.2 –4.3

Am Income B US BD LUX 02/19 USD 7.10 –0.6 –11.0 –5.0
Am Income B2 US BD LUX 02/19 USD 13.18 –0.2 –10.9 –4.9
Am Income I US BD LUX 02/19 USD 7.10 –0.5 –9.8 –3.7
Am Value A US EQ LUX 02/19 USD 6.54 –9.3 –38.5 –25.5
Am Value B US EQ LUX 02/19 USD 6.08 –9.4 –39.1 –26.2
Am Value I US EQ LUX 02/19 USD 6.99 –9.2 –38.0 –24.9
Asian Technology A OT EQ LUX 02/19 USD 8.05 –8.0 –44.1 –29.8
Asian Technology B OT EQ LUX 02/19 USD 7.10 –8.2 –44.6 –30.5
Asian Technology I OT EQ LUX 02/19 USD 8.91 –8.0 –43.6 –29.2
Emg Mkts Debt A GL BD LUX 02/19 USD 11.46 –1.0 –19.8 –8.3
Emg Mkts Debt A2 GL BD LUX 02/19 USD 13.84 –0.6 –19.7 –8.3
Emg Mkts Debt B GL BD LUX 02/19 USD 11.46 –1.1 –20.6 –9.3
Emg Mkts Debt B2 GL BD LUX 02/19 USD 13.44 –0.7 –20.6 –9.2
Emg Mkts Debt I GL BD LUX 02/19 USD 11.46 –1.0 –19.3 –7.8
Emg Mkts Growth A GL EQ LUX 02/19 USD 18.42 –8.1 –57.2 –28.3
Emg Mkts Growth B GL EQ LUX 02/19 USD 15.75 –8.2 –57.6 –29.1
Emg Mkts Growth I GL EQ LUX 02/19 USD 20.28 –8.0 –56.9 –27.8
Eur Blend A EU EQ LUX 02/19 EUR 8.40 –8.0 –46.2 –32.9
Eur Blend I EU EQ LUX 02/19 EUR 8.58 –8.0 –45.8 –32.4
Eur Growth A EU EQ LUX 02/19 EUR 5.29 –5.0 –43.4 –29.9
Eur Growth B EU EQ LUX 02/19 EUR 4.80 –5.1 –44.0 –30.6
Eur Growth I EU EQ LUX 02/19 EUR 5.73 –5.0 –43.0 –29.3
Eur Income A EU BD LUX 02/19 EUR 4.98 –1.4 –21.0 –13.6
Eur Income A2 EU BD LUX 02/19 EUR 9.13 –0.9 –20.9 –13.6
Eur Income B EU BD LUX 02/19 EUR 4.98 –1.4 –21.6 –14.3
Eur Income B2 EU BD LUX 02/19 EUR 8.54 –1.0 –21.5 –14.2

Eur Income I EU BD LUX 02/19 EUR 4.98 –1.3 –20.6 –13.1
Eur Strat Value A EU EQ LUX 02/19 EUR 6.19 –11.1 –49.4 NS
Eur Strat Value I EU EQ LUX 02/19 EUR 6.29 –11.0 –49.0 NS
Eur Value A EU EQ LUX 02/19 EUR 6.50 –10.7 –46.4 –34.0
Eur Value B EU EQ LUX 02/19 EUR 6.03 –10.9 –47.0 –34.7
Eur Value I EU EQ LUX 02/19 EUR 7.45 –10.8 –46.0 –33.5
Gl Balanced (Euro) A EU BA LUX 02/19 USD 11.24 –6.5 –35.2 NS
Gl Balanced (Euro) B EU BA LUX 02/19 USD 11.04 –6.8 –35.9 NS
Gl Balanced (Euro) C EU BA LUX 02/19 USD 11.18 –6.6 –35.5 NS
Gl Balanced (Euro) I EU BA LUX 02/19 USD 11.37 –6.6 –34.8 NS
Gl Balanced A US BA LUX 02/19 USD 12.06 –9.3 –38.0 –22.5
Gl Balanced B US BA LUX 02/19 USD 11.57 –9.3 –38.6 –23.2
Gl Balanced I US BA LUX 02/19 USD 12.43 –9.2 –37.6 –21.9
Gl Bond A US BD LUX 02/19 USD 8.40 –1.4 –4.5 –0.3
Gl Bond A2 US BD LUX 02/19 USD 14.05 –1.1 –4.5 –0.3
Gl Bond B US BD LUX 02/19 USD 8.40 –1.5 –5.5 –1.3
Gl Bond B2 US BD LUX 02/19 USD 12.42 –1.2 –5.4 –1.3
Gl Bond I US BD LUX 02/19 USD 8.40 –1.3 –3.9 0.3
Gl Conservative A US BA LUX 02/19 USD 12.55 –4.8 –22.4 –11.7
Gl Conservative A2 US BA LUX 02/19 USD 13.88 –4.8 –22.4 –11.7
Gl Conservative B US BA LUX 02/19 USD 12.53 –4.9 –23.2 –12.6
Gl Conservative B2 US BA LUX 02/19 USD 13.31 –4.9 –23.2 –12.6
Gl Conservative I US BA LUX 02/19 USD 12.58 –4.7 –21.9 –11.2
Gl Eq Blend A GL EQ LUX 02/19 USD 7.63 –14.7 –54.8 –35.5
Gl Eq Blend B GL EQ LUX 02/19 USD 7.23 –14.6 –55.2 –36.1
Gl Eq Blend I GL EQ LUX 02/19 USD 8.00 –14.4 –54.4 –34.9

Gl Growth A GL EQ LUX 02/19 USD 28.50 –11.6 –53.8 –33.4
Gl Growth B GL EQ LUX 02/19 USD 24.00 –11.7 –54.2 –34.1
Gl Growth I GL EQ LUX 02/19 USD 31.43 –11.5 –53.4 –32.9
Gl High Yield A US BD LUX 02/19 USD 2.97 1.0 –29.2 –15.7
Gl High Yield A2 US BD LUX 02/19 USD 5.86 1.7 –29.1 –15.6
Gl High Yield B US BD LUX 02/19 USD 2.97 0.8 –30.1 –16.6
Gl High Yield B2 US BD LUX 02/19 USD 9.50 1.6 –29.8 –16.5
Gl High Yield I US BD LUX 02/19 USD 2.97 1.0 –28.8 –15.2
Gl Value A GL EQ LUX 02/19 USD 7.01 –17.4 –55.8 –37.6
Gl Value B GL EQ LUX 02/19 USD 6.50 –17.5 –56.2 –38.2
Gl Value I GL EQ LUX 02/19 USD 7.41 –17.3 –55.4 –37.1
India Growth A EA EQ LUX 02/13 USD 58.93 2.0 –49.6 –16.4
India Growth B EA EQ LUX 02/13 USD 50.82 1.9 –50.1 –17.2
India Growth I EA EQ LUX 02/13 USD 60.84 2.1 –49.5 –16.1
Int'l Health Care A OT EQ LUX 02/19 USD 114.07 –2.9 –26.6 –15.9
Int'l Health Care B OT EQ LUX 02/19 USD 97.05 –3.0 –27.3 –16.7
Int'l Health Care I OT EQ LUX 02/19 USD 123.77 –2.8 –26.0 –15.2
Int'l Technology A OT EQ LUX 02/19 USD 66.71 –8.8 –42.8 –26.2
Int'l Technology B OT EQ LUX 02/19 USD 58.30 –8.9 –43.4 –27.0
Int'l Technology I OT EQ LUX 02/19 USD 74.28 –8.7 –42.3 –25.6
Japan Blend A JP EQ LUX 02/19 JPY 4551.00 –15.2 –50.1 –37.6
Japan Blend I JP EQ LUX 02/10 JPY 4783.00 –12.7 –45.2 –35.3
Japan Growth A JP EQ LUX 02/19 JPY 4758.00 –14.5 –47.0 –36.3
Japan Growth I JP EQ LUX 02/19 JPY 4863.00 –14.4 –46.5 –35.8
Japan Strat Value A JP EQ LUX 02/19 JPY 4340.00 –15.8 –53.1 –39.0
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Tumble in financial shares
drags down regional markets

Sector Equity Communications
Funds that invest primarily in the equities of telecommunications and media companies. At
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vested) in U.S. dollars for one year ending February 20, 2009
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World Communication A Acc SGR S.p.A.

China bond move stirs worry
A proposed buyback
at big discount raises
fear in debt market
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Asian markets ended sharply
lower Friday, as financial stocks felt
the weight of the weakness in their
U.S. and European counterparts.

The Nikkei Stock Average of 225
companies lost 1.9% to 7416.38, after

the Dow Jones In-
dustrial Average
ended Thursday at
its lowest in more
than six years. The

Nikkei ended the week down 4.7%
and is now off more than 16% so far
this year.

“Japanese gross domestic prod-
uct data for last quarter was pretty
bad. Globally, there also seems to be
a contraction of risk exposure again,
maybe related to be European situa-
tion,” said Yoji Takeda, head of re-
gional equities at RBC Investment.

Mizuho Financial Group fell
4.1% and Mitsubishi UFJ Financial
Group shed 2.3%.

Elpida Memory fell 15% after
Standard & Poor’s announced after
market hours Thursday that it low-
ered its long-term credit rating.

A slumping Korean won hurt
shares in Seoul, with the Korea Com-

posite Stock Price Index briefly
touching its lowest level in nearly 11
weeks before finishing down 3.7% at
1065.95, its fifth straight loss and a
decline of nearly 11% for the week.
Shinhan Financial fell 5.2%.

Elsewhere in the region, Hong
Kong’s Hang Seng Index shed 2.5%
to 12699.17, ending the week with a
6.3% loss, while India’s Sensitive In-
dex fell 2.2% to 8843.21, close to a
one-month low.

HSBC Holdings skidded 2.3% in
Hong Kong and ICICI Bank sank 7.1%
in Mumbai.

Australia’s S&P/ASX 200 ended
down 1.4% at 3402.40 as investors
analyzed corporate results released
this week. Qantas Airways slumped
4.3% after Moody’s Investor Service
cut the company’s long-term senior
unsecured rating.

The Shanghai Composite Index,
which tracks yuan-denominated
Class A shares and foreign-currency
Class B shares, gained 1.5% to
2261.48. The gains were driven by
chemical companies, which rose af-
ter the government announced plans
to bolster light industry and the pet-
rochemical sector in particular.

Source: Thomson Reuters

2007 2008 YTD 2009

$28.5 bil.

$1.9 bil.
(up 147%)

$56.3 bil.
Full
year

YTD

770.5 mil.

Extra credit
Chinese bond issuance
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ASIAN-PACIFIC
STOCKS

PHUKET, Thailand—Officials
from East Asia’s largest economies
agreed to deepen the pool of com-
mon reserves they can draw on to
protect regional currencies bat-
tered by the global financial crisis.

Representatives of China, Japan,

South Korea and the 10 members of
the Association of Southeast Asian
Nations meeting in Phuket, Thai-
land, said they would enlarge the
pool to $120 billion from $80 billion.

The agreement aims to insure
that countries have access to ade-
quate financial resources to relieve
selling pressure on their currencies.

Sunday’s agreement expands on
measures adopted in the wake of the

Asian financial crisis a decade ago,
when a wave of selling sent currencies
into a tailspin. Since then, most Asian
countries have built up large stores of
foreign reserves and lowered their
debt levels, easing concerns about the
soundness of their finances.

China, Japan and South Korea
are footing most of the bill to expand
the so-called Chiang Mai initiative,
providing 80% of the extra funding.

By Laura Santini

HONG KONG—A Chinese alumi-
num maker’s offer to buy back
$1.2 billion in debt for pennies on
the dollar has captured the attention
of bond watchers, who said it shows
the dark side of investing in the main-
land’s corporate-debt market.

In offer documents dated Feb. 13,
Asia Aluminum Holdings Ltd. said
it must buy out overseas lenders as
a condition of a refinancing.

The company warned that earn-
ings have decreased over the previ-
ous six months due to a downturn in
demand. It also cautioned that a
tough credit environment has ham-
pered its ability to tap lenders.

The offers have raised eyebrows
in Asia. The discounts amount to as
much as 87% of face value.

Asia Aluminum also hasn’t dis-
closed some specifics. It said a Chi-
nese municipal government would fi-
nance the buyback, but the entity
wasn’t identified. It also hasn’t identi-
fied two mainland lenders who have
agreed to refinance existing debt.

Some market watchers said the
company is using the threat of de-
fault to get debt holders to accept a
low-ball offer.

A similar scenario in other coun-
tries might provoke a legal fight.
But foreign investors lack a road
map for how to proceed when deal-
ing with troubled companies in
mainland China or many other devel-
oping markets.

“In cases where there are [main-
land] creditors, offshore bond inves-
tors believe they face an uphill strug-
gle and that their chances of sub-
stantial recovery in an insolvency
scenario are slim,” said Roel Jansen,
a credit analyst at ING Investment
Management in Singapore.

People representing the Chinese
company said its troubles are real.

“This company is much close to
bankruptcy than people are willing
to acknowledge,” said Brian Mc-
Cullough of corporate-advisory
firm Pacbridge Partners Ltd. in
Hong Kong, which Asia Aluminum
has hired to assist in the buyback.

Asia Aluminum declined to com-
ment.

China is experiencing a surge in
bond issuance, largely the result of
government policies aimed at en-
abling mainland companies to raise
capital. So far this year, bond issu-
ance in China has more than dou-
bled to $1.9 billion, according to
Thomson Reuters.

But the region’s debt markets
still have rocky patches. The buy-
back is one of several launched by
Asian issuers this year, and analysts
and investors expect others will
soon follow.

Investment banks are trying to
persuade companies with cash to
buy back deeply discounted debt
now, rather than continue paying in-
terest plus the full principal later
on, bankers said.

Holders of Chinese bonds could
find themselves in similar straits.

Chinese property company
bonds sold in 2006 and 2007 have
fallen sharply. Recently, Shimao
Group bonds were trading around
50 cents on the dollar, while credit

of small developers, such as Neo-
China Land Group (Holdings) Ltd.,
fell to as low as five cents.

Asia Aluminum’s hefty debt load
is a result of what was billed at the
time as China’s first leveraged buy-
out.

A group led by its chairman and
founder, Kwong Wui Chun, bought
out the company in a transaction val-
ued at roughly $396 million. Credit
used to finance the buyout now ac-
counts for more than 66% of the com-
pany’s total borrowed capital.

The piling on of debt was rare for
China. To finance the buyout, the
company issued $535 million in six-
year, payment-in-kind, or PIK,
notes. PIK notes are a leveraged-fi-
nance device used in the U.S. and Eu-
rope, but they are rarely, if ever,
used in Asian deals.

The notes, often sold to hedge
funds and investment banks’ propri-
etary trading desks, promise large
interest payments—in Asia Alumi-
num’s case, 12% and 14%.

In return, the company is able to
cease paying interest during diffi-
cult times and instead enlarge the
amount of debt. Under this feature,
Asia Aluminum’s PIK debt has risen
to $728 million.

The company is offering 13.5
cents on the dollar to PIK investors,
100% of which must agree for the
deal to go through.

For the remainder of its high-
yield bonds, Asia Aluminum is offer-
ing 27.5 cents on the dollar.

In recent days, the price of those
bonds has ebbed to about 20 cents
on the dollar, a sign that some in the
market think the offer could fail.

According to analysts, the com-
pany earned 1.3 billion Hong Kong
dollars ($167.7 million) for the 12
months ended June 30, up about
18% from a year earlier, on revenue
of HK$9.1 billion. Offer documents
said sales declined about 20% over
the following six months ended Dec.
31, though one analyst noted the
company didn’t provide full figures
for that period.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

East Asia nations to expand their pool of reserves
By David Roman, Takeshi
Takeuchi and Peter Stein
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By Alan Cullison

Latvia’s prime minister and cabi-
net resigned Friday, making it the
third European government, after
Iceland and Belgium, to be toppled
by the economic crisis.

The fall of the Baltic country’s
center-right coalition government—
following weeks of political instabil-
ity as the Latvian economy nose-
dives after years of strong growth—
deepens worries that eastern Eu-
rope’s economic problems could
send fresh shockwaves to its neigh-
bors in the west.

Latvian President Valdis Zatlers
called for talks to patch together a
new government, after accepting
the resignation of Prime Minister
Ivars Godmanis.

Analysts say the political turmoil
likely spells trouble for a Œ7.5 billion
($9.5 billion) International Mone-
tary Fund loan program Latvia
agreed to last year, which has helped
underpin Latvia’s currency, the lat.

The government collapse could
scuttle an unpopular austerity pro-
gram that Latvia agreed to in order
to avoid a currency devaluation. In
January, social and political ten-
sions exploded into some of the
worst rioting since the collapse of

the Soviet Union on 1991.
Any devaluation of the lat would

likely have a knock-on effect else-
where in the Baltics and in Scandina-
via, whose banks were big lenders to
Latvia and other Baltic states in the
form of euro-denominated loans.

The turmoil in Latvia comes
amid fears that weakening curren-
cies in Eastern Europe could cause
new defaults with western banks,
and worsen the economic spiral in
Europe. Shares of Scandinavian
banks sank on news of the govern-

ment resignation Friday, as did
the value of the Swedish currency,
the kronor.

Friday came new data that the
contraction in Europe is accelerat-
ing. A major purchasing managers
index measuring private-sector ac-
tivity in the euro zone hit a record
low in January, Markit Economics re-
search firm said. The data coincided
with a report showing French busi-
ness confidence in January at its
lowest since sentiment was first
gauged in 1976.
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Netanyahu pitches unity
in forming government

Latvia’s government collapses

Latvian Prime Minister Ivars Godmanis and his cabinet resigned on Friday to stem
a fall in popularity during a deep economic crisis.

Turkish mogul butts heads with premier
Secularist media magnate faces tax charges he says are politically motivated by an Islamist-tinged government

Aydin Dogan in his Istanbul office. The TV is tuned to a channel he owns, reporting on his feud with Turkey’s prime minister.

ECONOMY & POLITICS

By Andrew Higgins

ISTANBUL—An acrimonious feud
between Turkey’s leading media mo-
gul and the country’s Islam-tinged
government has escalated sharply,
amid fears in an embattled secular
elite that intolerance of critical
voices is eroding the Middle East’s
only Muslim democracy.

Speaking in his first interview af-
ter being hit recently with a tax
charge and fine of around $500 mil-
lion, Turkish media, energy and prop-
erty magnate Aydin Dogan accused
Prime Minister Recep Tayyip Er-
dogan of seeking to muzzle criticism
and create a “calm and silent Turkey.”

“The basis for all this is politi-
cal,” said Mr. Dogan, chairman of
Dogan Sirketler Grubu Holdings
AS, a conglomerate that controls
seven newspapers, 28 magazines
and three Turkish television chan-
nels as well as gasoline, electricity
and other energy interests.

Turkey’s ruling AK Party main-
tains that Mr. Dogan and his support-
ers are themselves trying to politi-
cize a routine tax matter. The Finance
Ministry said the fine and tax charge
related to tax irregularities and had
no other motive.

Mr. Dogan denies dodging taxes,
and the company said it will contest
the penalties.

The levy against Mr. Dogan’s me-
dia group, Dogan Yayin Holdings, fol-
lowed months of increasingly angry
denunciations by Mr. Erdogan of
“made-up news” about corruption.

The confrontation has sharpened
tensions between Mr. Erdogan’s
party, which took power after a 2002
election, and a wealthy secular elite
that previously dominated the eco-
nomic and political affairs of a nation
founded as a secular republic by Mus-
tafa Kemal Ataturk in 1923.

A pillar of Turkey’s secular estab-
lishment, Mr. Dogan, 72 years old,

said he initially supported many AK
Party policies, particularly its push
to get Turkey into the European
Union. Mr. Erdogan, he said, “has
changed,” veering away from early ef-
forts to make Turkey more open and
tolerant.

“Mr. Erodgan came to power us-
ing democracy. He is a product of de-
mocracy, but he can accept democ-
racy only for himself,” said Mr.
Dogan, speaking in his palatial Istan-
bul office Friday. “He cannot accept
side components of democracy such
as free media.”

Nearby, a television set—tuned to
one of the channels owned by Mr.
Dogan—broadcast yet another at-

tack on his media by Mr. Erdogan.
Commenting on the broadside,

Mr. Dogan said: “I used to get an-
noyed. Now I take it for granted.”

Mr. Erodgan, who caused a stir
last month by storming off the stage
during a debate about Gaza at the
World Economic Forum in Davos,
Switzerland, has repeatedly denied
wanting to silence media critics. He
has said the government is merely
trying to force businesses to obey the
law and to end the unfair privileges
that he argues they enjoyed under
previous governments.

At a campaign rally last Thurs-
day ahead of municipal elections
in March, Mr. Erdogan accused Mr.

Dogan’s media company of joining
forces with opposition politicians
“to cover up its wrongdoings.” He
earlier mocked foes in the media
as “dear dogs” that “sleep with”
the opposition.

Bulent Gedikli, AK Party deputy
chairman for economic affairs, said
that Mr. Dogan’s business faced a
“routine tax examination” but that
“what is not routine is the exagger-
ated manner” of the uproar that has
followed. “This is very misleading to
public opinion,” said Mr. Gedikli.

Most of the levy relates to money
earned by Dogan media from the sale
of a stake to German media group
Axel Springer AG, Mr. Dogan said.

Opposition politicians and free-
press campaigners have condemned
the government over the affair. Crit-
ics accuse Mr. Erdogan of adopting
tactics similar to those used by Rus-
sian leader Vladimr Putin, who dis-
membered independent media group
Media-Most and silenced other criti-
cal voices by deploying tax inspec-
tors and other state functionaries to
combat alleged economic crimes.

Turkey, however, has a far more
robust free media and open society
than Russia.

Mr. Dogan said seven of his compa-
nies are being investigated by tax in-
spectors. Relations with the govern-
ment, he said, first “went haywire”
early last year when his media out-
lets reported on the business deal-
ings of Mr. Erdogan’s son and the
wife of another son. The mood
soured further when Mr. Dogan’s
newspapers started digging into a
criminal case in Germany involving a
Turkish charity accused of funneling
funds to Mr. Erdogan’s AK Party.

“He could not put up with this and
wanted to silence us. We refused to
accept silence. The situation with the
government got out of control,” Mr.
Dogan said.

Mr. Erdogan in September urged
supporters to boycott Mr. Dogan’s
newspapers, the most prominent of
which are Hurriyet and Milliyet.

Mr. Dogan said this only boosted
circulation but added that the prime
minister’s anger has branded his vari-
ous companies with an “X mark” that
makes it difficult to do business. “All
our business is tied up in red tape,”
he said, “Everything is delayed.”
Projects on hold include plans to
build an oil refinery by Petrol Ofisi
AS, majority owned by Mr. Dogan’s
group.

Mr. Dogan said he and Mr. Er-
dogan haven’t spoken since 2006,
though they did shake hands late last
year at a wedding.

By Charles Levinson

JERUSALEM—President Shimon
Peres tapped former prime minister
Benjamin Netanyahu to lead Isra-
el’s next government, and the two
leaders immediately started im-
ploring Tzipi Livni, leader of the
top vote-getting Kadima Party, to
join the government to give Israel
a united front.

Ms. Livni, who favors handing
over land for a Palestinian state in
exchange for peace, has said she
won’t join Mr. Netanyahu’s “ex-
treme right wing government,” be-
cause of its unwillingness to compro-
mise with the Palestinians. Some ob-
servers suspect her reluctance is a
bargaining tactic to secure a more in-
fluential role.

If Ms. Livni joins Mr. Netanyahu’s
government, it would bolster his
chances of serving a successful four-
year term, and would make him less
susceptible to pressure from his
right and from the U.S. Without her
support, he’ll likely find himself at
the helm of the country’s most con-

servative government in more than
a decade, backed by a bloc of conser-
vative, religious and nationalist par-
ties who favor a hard line with the
Palestinians, which could deal a fur-
ther setback to dim peace hopes in
the region.

“The minute he moves even
slightly toward some sort of compro-
mise with the Palestinians, his gov-
ernment will be brought down,” said
Gadi Wolfsfeld, a political science
professor at Hebrew University.

Mr. Netanyahu could still fail to
form a government of at least 61
seats in the country’s 120-seat par-
liament within the six-week pe-
riod allotted by Israel’s election
law, though that appears unlikely.
Should he fail, Ms. Livni will be
given a chance. If she fails, the
country will likely hold new elec-
tions. Though Ms. Livni’s party
won the most parliamentary seats
in the Feb. 10 vote, Mr. Netan-
yahu’s allies routed the left-lean-
ing parties who support Ms. Livni,
leaving her unable to stitch to-
gether a coalition.
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Global-equity funds win
Strategy is popular
with Europeans;
focus on health care

Perry becomes latest fund
to cut its performance fee

By Mark Cobley

Seeking access to the few decent
investments left in a global reces-
sion, European investors are piling
into global stock funds.

The global fund is a high-profile
“flagship” strategy for many firms,
and the strategy where stock-fund
managers have most freedom to allo-
cate where they want.

They have become more popular
with investors this year. Investment
consultancy Watson Wyatt said it con-
ducted nearly 60 searches for global-
equity managers on behalf of its cli-
ents last year, making it by far the
most popular type of fund among Eu-
ropean investors. The second most
popular type—U.K. equities—re-
ceived fewer than 20 searches.

Among investors around the
world, global-equity searches and
U.S. equity searches were the most
popular, both drawing about 100 re-
quests, it said.

While global funds are lower, they
have provided a degree of shelter
from the market’s overall fall. The
best global-equity managers limited
their clients’ losses to about 30% last
year in U.S. dollar terms, according to
data provider Camradata, while the
MSCI World index dropped 40%.

Many managers of these funds
said companies’ strong balance
sheets came to the fore in 2008. A
lack of leverage and strong cash-flow
generation were important factors in
helping stocks outperform, or at
least decline less than stock indexes.

David Boal, managing director of
PI Investment Management Ltd., a
Dublin-based boutique founded four
years ago by four former Bank of Ire-
land asset managers, said most of his
fund’s top-performing picks were in
health care or consumer staples.

“In many ways, Johnson &
Johnson is a poster child for the type
of companies we like to invest in, and
which did well last year. It is a very
old and well-run company,” said Si-
mon Todd, a global equities manager
at MFS Investment Management,
whose fund was a top performer
among global-equity funds over the
three years through 2008.

The U.S. health-care giant gener-
ated a total return in dollar terms of

negative 7.8%, outperforming the
MSCI World equity index by 32.5 per-
centage points.

Global-equity fund managers, in-
cluding Goldman Sachs Group Inc.’s
Goldman Sachs Asset Management,
MFS Investment, PI Investment and
Aberdeen Asset Management PLC,
held overweight positions in the U.S.
health-care group throughout last
year, following the example of billion-
aire investor Warren Buffett.

“It’s diversified across all the
health-care sectors from pharmaceu-
ticals to medical technology to con-
sumer goods, with very well known
brands. Revenues in all the areas it op-
erates are very resilient to the eco-
nomic conditions,” Mr. Todd said.

One of the top-performing global
funds was Morgan Stanley Invest-
ment Management’s Global Brands
product, which targets big brands
such as British American Tobacco
PLC, household goods group Reckitt
Benckiser Group PLC and foods giant
Unilever.

Global Brands’ lead manager, Has-
sanElmasry, said in the fund’s most re-
cent report that he was buying compa-
nies “with strong business franchises
protected by a dominantintangible as-
set. Additionally, we demand sound
management, substantial free cash
flow and growth potential.” In the
last quarter, he opened positions in
online auction company eBay Inc. and
education group McGraw-Hill Cos.

Stephen Docherty, head of global

equities at Aberdeen, said his compa-
ny’s global-equity fund had been
steadily purchasing more defensive
companies like Johnson & Johnson
for several years, and they had “come
good” during 2008. Its largest hold-
ing at the turn of the year was Brazil-
ian oil company PetroBras.

“All its oil reserves are in Brazil, a
relatively friendly place, with none of
the environmental or political con-
cerns that affect the majors in Africa,
Russia or the Middle East,” he said.
“It was starved of cash for years but
now it is funding itself. And yet it’s
priced at a discount to its competi-
tors because of the general flight
from emerging-markets stocks.”

As well as the defensive global gi-
ants, Aberdeen’s fund benefited dur-
ing 2008 from investments like QBE
Insurance Group, an Australian in-
surer whose share price rose be-
tween the time Aberdeen bought it in
March and the end of the year.

Mr. Docherty said he was selling
some of the more defensive shares to
take advantage of undervalued com-
panies in other sectors, although he
stressed those sales were on a small
scale.

“The defensive stocks are great
companies, but there are cheaper op-
portunities out there now. We have
bought into Standard Chartered and
Rio Tinto, having been entirely out of

the materials sector for more than
three years,” he said.

Mr. Elmasry and his team at Mor-
gan Stanley also said the decline in
markets had offered them opportuni-
ties to pick up strong business fran-
chises cheaply.

Others aren’t ready to start buy-
ing. “We have a very low turnover; it
was 24% of our portfolio last year,”
Mr. Todd of MFS said. “We didn’t
change our holdings very much in
2008 or 2009 so far. We look for busi-
nesses that grow above average, man-
aged by people we trust, and we stick
with them for long periods of time.
It’s not uncommon for us to hold onto
stocks for 10 years.”

However, stockpickers weren’t
the only managers to outperform dur-
ing 2008. Intech International, a sub-
sidiary of the U.S. asset manager Ja-
nus Capital Group, has a global core
strategy that beat the index by 3.9
percentage points, according to Cam-
radata. It builds its portfolios accord-
ing to a mathematical formula that
aims to profit from the relative vola-
tility between stocks, buying them
when they fall and selling them when
they rise as it rebalances. It doesn’t
try to forecast which will rise or fall.

“We did not change the process in
light of the increased volatility last
year; we did not need to,” said David
Schofield, Intech’s president.
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Acting global
Demand is increasing for global funds, many of which have beaten the 
benchmark MSCI World index, even if it is by falling to a lesser degree. 
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By David Walker

And Stephanie Baum

Perry Capital LLC, the
U.S.-based hedge-fund firm that
helped finance Malcolm Glazer’s
purchase of Manchester United foot-
ball club, has offered to halve the
performance fee on its $8.3 billion
flagship portfolio, as some of the
world’s largest managers try to
sweeten investors following their
worst losses.

Last year, Perry Partners Interna-
tional lost 24% by December, part of
a 14-month uninterrupted fall that
was its longest since launching in
1993, investors said. Funds cannot
usually levy their 20% incentive fee
until they have made good on past
losses, and reached their previous
high, called the high-water mark.

However, according to investors,
Perry said those investors who
agree to pay a 10% performance fee
immediately would keep paying at
that level even after the fund had
breached its high-water mark, and

made gains two and a half times the
size of its losses from fiscal year
2008. Perry declined to comment.

About 80% of the industry
charged incentive fees of at least
20% last year, according to research
from asset manager Crédit Agricole
Structured Asset Management.
However, managers have been in-
creasingly willing to negotiate with
investors on the structure and level
of their fees, after the industry lost
21% on its investments last year, ac-
cording to data provider Hedge
Fund Research, and investors pulled
record amounts from the industry.

Perry’s peers Renaissance Tech-
nologies LLC, Ramius Capital Group
and RAB Capital PLC are among man-
agers that have offered to cut fees if
investors agreed to remain invested
for set periods, or make other conces-
sions. London start-up manager
Sothic Capital Management plans to
place half its annual incentive fee in a
separate account and allow inves-
tors to claw it back if the fund loses
money the following year.
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By Jay Solomon

BEIJING—U.S. Secretary of State
Hillary Clinton concluded her first
diplomatic mission to China, where
she laid out a vision for U.S. rela-
tions with Beijing that prioritizes co-
operation on the financial crisis and
global warming while playing down
disagreements over human rights.

Mrs. Clinton ended her week-
long, four-nation Asian trip Sunday
highlighting to the Chinese
public the “intertwined” na-
ture of the U.S. and Chinese
economies.

“It would not be in Chi-
na’s interest if we were un-
able to get our economy
moving,” Mrs. Clinton said
in an interview with the Chi-
nese television talk show
“One on One.”

Noting that Washington
is borrowing more to fund
stimulus spending, she
praised China—the world’s largest
holder of U.S. Treasurys—for its con-
tinued purchases of U.S. govern-
ment debt.

“So by continuing to support
American Treasury instruments,
the Chinese are recognizing our in-
terconnection. We are truly going to
rise or fall together.”

Earlier in the day, Mrs. Clinton at-
tended service at the state-sanc-
tioned Beijing Haidian Christian
Church, and held a “Women’s Lead-
ership Forum” with 22 prominent
Chinese scholars, executives and me-
dia celebrities. She asked the group
of women about progress on gender
equality, and “continuing obstacles”
for Chinese women.

But Mrs. Clinton—who as first
lady in 1995 angered Beijing by
bluntly criticizing its human-rights
record at a conference here—never
mentioned human rights during the
one-hour women’s forum Sunday,
and generally avoided sensitive sub-
jects in public statements during
her visit.

Mrs. Clinton had signaled in re-
cent days that she wouldn’t focus
on issues such as human rights
and Tibet during her meetings in
China. She told reporters Friday
that to do so risked undermining
efforts to combat the global eco-
nomic crisis.

“We have to continue to press
them” on human rights. “But our
pressing on those issues can’t inter-
fere with the global economic crisis,
the global climate change crisis and
the security crisis,” Mrs. Clinton
said. “We have to have a dialogue
that leads to an understanding and
cooperation on each of those.”

That statement angered rights
activists. The remarks “send the
wrong message to the Chinese gov-
ernment,” Human Rights Watch
said in a statement, arguing that
past progress on human rights in
China has come partly as a result of
outside pressure.

Mrs. Clinton focused on the econ-
omy, along with key security and en-
vironmental issues, in meetings Sat-
urday with senior Chinese leaders.
She said her Chinese counterpart,
Minister of Foreign Affairs Yang Jie-
chi, will visit Washington in early
March to help coordinate a
U.S.-China response to the eco-
nomic downturn ahead of the Group
of 20 industrial and developing
countries in April in London.

At a joint appearance,
Mrs. Clinton and Mr. Yang
both acknowledged the in-
terdependence of their two
economies, but Mr. Yang
didn’t offer any commit-
ment on Beijing’s future in-
vestment policies regard-
ing its Treasury holdings.

Mr. Yang said China
wants to ensure the
“safety, value and liquid-
ity” of its foreign exchange
reserves, and will deter-

mine the future use of the reserves
with those criteria.

Washington and Beijing are ex-
tending a Bush administration ini-
tiative to hold regular high-level
talks to discuss key economic and
strategic issues. The exact struc-
ture of the talks is to be announced
when U.S. President Barack Obama
meets Chinese President Hu Jintao
at the G-20 meeting. Mrs. Clinton
said she and U.S. Treasury Secre-
tary Timothy Geithner would be in-
volved in the dialogue.

Mr. Geithner upset Chinese offi-
cials in January when he accused
Beijing of “manipulating” its cur-
rency—a statement widely seen as
an escalation of U.S. complaints that
China artificially depresses the value
of the yuan to bolster its exports.

Aside from the economy, Mrs.
Clinton’s biggest emphasis in
Beijing was on coordinating with
China’s leaders on confronting en-
vironmental challenges. She has
appointed a special envoy on cli-
mate change, Todd Stern, and the
two visited the gas-fired Taiyang-
gong Power Plant, which was de-
signed to reduce emissions and wa-
ter consumption. The plant was
built by General Electric Co. of the
U.S. in partnership with the Chi-
nese government.

“What we see here is the type of
in-depth cooperation that we have
to encourage,” Mrs. Clinton said in
remarks delivered at the plant.

In meetings with Mr. Hu and Pre-
mier Wen Jiabao, Mrs. Clinton dis-
cussed a range of security issues, in-
cluding North Korea, Iran, Myanmar
and Zimbabwe.

Mrs. Clinton asked China to curb
its oil and gas investments in Iran in
a bid to force Tehran to give up its nu-
clear program, according to a senior
U.S. official, who said the Chinese
leadership offered no signs they’d
honor Washington’s request. Mr.
Yang said these investments don’t vi-
olate United Nations sanctions
against Iran, the official said

At their meeting at Beijing’s
Great Hall of the People, Mr. Hu
thanked Mrs. Clinton for making
Asia her first overseas trip.

This “shows the new administra-
tion attaches great importance to de-
veloping relations with Asia and
with China. I greatly appreciate it,”
Mr. Hu said. “I believe Madam Secre-
tary that during your tenure you will
make positive contributions to the
growth of U.S.-Chinese relations.”
 —Jason Leow

contributed to this article.

Clinton puts China focus
on economy, not rights

Hillary Clinton

Gulf states bet on Africa
Investment comes
as recession threatens
cross-border flows

Mrs. Clinton
discussed a range
of security issues,
including North
Korea, Iran and
Zimbabwe.

By Margaret Coker

DJIBOUTI—Africa may be brac-
ing for a commodities bust, but the
still-rich investors of the Persian
Gulf are doubling down here.

Through the worst of the global
financial crisis in recent months,

Gulf investors have
committed to pour-
ing billions of dol-
lars into sub-Sa-
haran Africa. The

timing comes just as recessions in
much of the developed world, and
sharply slowing growth almost ev-
erywhere else, threaten most other
cross-border investment flows. In-
deed, sub-Saharan Africa’s ability to
grow—the International Monetary
Fund still projects the region’s econ-
omy will expand 3.5% this year and
5% in 2010—depends on the Middle
Eastern investors carrying through
on their commitments.

Apart from aid money, rich indus-
trialized countries have spent little
on Africa. In each of the past two
years, the continent, which has 12%
of the world's population, has at-
tracted only 3% of global foreign-di-
rect investment, which includes buy-
ing assets or setting up businesses.
Today’s downturn threatens even
that modest outlay.

The Arab world’s petrostates are
also suffering. Oil prices have tum-
bled, and real-estate markets in
places like Dubai are in the dumps. If
things get worse, these investors
may have to rein in their Africa bets.

Many African leaders, frustrated
by the mercurial attention paid by
outside investors, especially their
former European colonizers, have
embraced white knights from the Per-
sian Gulf. Arab investors are inter-
ested in ports, agriculture and tele-
communications, as well as the min-
erals and oil patches that have at-
tracted Western and Asian investors.

“What the Arabs are doing for us
is what colonialists should have
done for Africa,” said Djibouti Presi-
dent Ismail Guelleh, whose sliver of
a nation on the Horn of Africa is en-
joying an economic turnaround
thanks primarily to Gulf money. “It’s
like a new Marshall Plan.”

The stream of Gulf investment
could boost Arab states’ economic
and political clout in Africa. U.S. offi-
cials involved in Africa view money
flows from the Arab world as a posi-
tive trend in a region beset by poverty.
And some in Africa view Middle East-
ern money as a counterweight to de-
pendence on China. The Arabs “aren’t
just interested in taking things,” Ken-
yan President Moi Kibaki said last
year, alluding to the natural-resource
deals that Chinese firms favor.

From 2007 until mid-2008, Gulf
states and their government-backed
corporate entities spent $15 billion
in foreign direct investment in sub-
Saharan Africa, according to the
Dubai-based Gulf Research Center.

By contrast, Beijing has poured
as much as $40 billion into the re-
gion over the past decade. But most
of that has come in the form of bilat-
eral aid and project financing aimed
at maximizing trade relations.
China contributed just $6 billion of
the $43 billion in foreign direct in-
vestment in sub-Saharan Africa for
all of 2007, the latest figures avail-
able from the United Nations

Agency for Trade and Development.
Among the many deals put to-

gether by Middle Eastern investors,
Dubai World, the Gulf emirate’s
state-owned conglomerate, last
month announced it was negotiat-
ing a multibillion-dollar energy-sec-
tor deal in Nigeria. In December, Qa-
tar offered a $3.5 billion loan to
Kenya to build a deepwater port and
rebuild coastal roads.

Zain Group, a cellphone com-
pany owned by Kuwait’s Mobile Tele-
communications Co., unveiled plans
last week for a mobile-phone-based
banking network across East Africa.
The company already operates in 16
African countries, and it said in No-
vember that it was willing to spend
$4 billion of its $4.5 billion war
chest on acquisitions in Africa.

For places like Abu Dhabi, Dubai
and Qatar, sub-Saharan Africa is a
vast, untapped market full of cheap
assets. It’s relatively close to home,
and the two regions enjoy longstand-
ing trade ties. Gulf companies also
view their assets in Africa as a hedge
against recent losses racked up in
U.S. and European banking and real-
estate deals.

Private Saudi investors have
opened banks in Sudan and signed ag-
riculturaldealsthere.RasAlKhaimah—
one of the emirates that, along with
better-known Dubai and Abu Dhabi,
make up the United Arab Emirates—is
building residential communities in
the Democratic Republic of Congo.
Aluminum Bahrain has invested $300
million in bauxite mines in Guinea.

“Africa is as important to us now
as it was six months ago,” Moham-
med Sharaf, DP World’s chief execu-
tive, said during a trip earlier this
month to Djibouti for the opening of
the company’s new container termi-
nal, the largest in sub-Saharan Africa.

Dubai’s investment has reshaped

Djibouti, a torrid and dry land dot-
ted with expansive salt flats and
craggy plains. When Mr. Guelleh
took office in 1999, he helped medi-
ate an end to a long civil war. Traffic
at the port, the country’s main reve-
nue source, had dried to a trickle.

The World Bank and IMF pre-
scribed a familiar remedy: Cut gov-
ernment payrolls, privatize national
assets, clean up corruption and
raise taxes, all as a condition for re-
ceiving low-cost financing. But Mr.
Guelleh said he believed those
moves alone weren’t enough to re-
verse Djibouti’s fate as a forgotten
corner of a poor continent.

In May 2000, he flew to Dubai
and inked a broad deal with the city-
state’s ruler that included an exclu-
sive, joint-development plan for the
port. Djibouti awarded DP World of
Dubai a 20-year concession to run
its existing port. Dubai also agreed
to build a $400 million oil terminal
and a container terminal. Djibouti
would own a two-thirds stake in
each, with Dubai holding the rest.

Other Dubai World subsidiaries
took over management control of
Djibouti’s customs authority, and
struck a deal to build a seaside resi-
dential community and the coun-
try’s first luxury hotel. Last year,
Dubai World bought an equity stake
in the local carrier, Daallo Airlines.

Throughout the Horn of Africa,
the new Djibouti port has triggered
spinoff investments, especially
from construction, banking and en-
ergy businesses interested in enter-
ing Ethiopia, Africa’s second-most-
populous country. Meanwhile, Dji-
bouti’s turnaround has prompted
Gulf investors to look elsewhere in
sub-Saharan Africa for money-mak-
ing opportunities—a development
that can help Africa sustain its sur-
prising recent growth.
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New power in Africa
A handful of Arab sheikhdoms 
are pouring money into an 
overseas investment binge. 
Arrow thickness indicates the 
value of investments. Figures 
are in millions of U.S. dollars. 
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By August Cole

The Obama administration is ex-
pected to unveil a Defense Depart-
ment budget this week that ensures
wrenching decisions at the Penta-
gon about which weapons programs
should face cuts.

The financial crisis and the $787
billion economic-stimulus package
have shaken up many long-term as-
sumptions about government spend-
ing. The preliminary budget for fiscal
2010, which starts Oct. 1, will be the

White House’s first chance to reveal
what its spending priorities will be
across the U.S. government. A more
detailed version is expected in April.

With fiscal pressure mounting,
many in the defense industry are
bracedforwhatcouldbeaprotracted
campaigntoparespendingonbigpro-
grams. Most defense companies re-
ported record profits in 2008, and
somecontractorshavegrappledwith
costoverrunsanddelaysontheirbig-
gest weapons programs, making
them easy targets for cutbacks.

Tough budget choices for Pentagon

THE
OUTLOOK
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Enel, Acciona agree on sale of Endesa stake

U.S. plays down bank-nationalization talk

ECB considers unconventional tools
But the central bank
still has room to cut
rates, member says

MONEY & INVESTING

The White House tried to knock
down speculation that the govern-
ment is preparing to nationalize
several large U.S. banks, but some
bankers complained that the
Obama administration needs to act
more aggressively to shore up confi-
dence in battered financial institu-
tions.

Robert Gibbs, a White House
spokesman, said Friday afternoon
that the month-old Obama adminis-
tration “continues to strongly be-
lieve that a privately held banking
system is the correct way to go.”

The comments reversed a
broader decline by U.S. stocks that
at one point pushed the Dow Jones
Industrial Average close to 1997 lev-
els. Still, the Dow finished down
100.28 points, or 1.3%, to 7365.67, a
new low for the current bear mar-
ket.

Among banks with huge expo-
sure to souring loans and the reces-
sion, Citigroup Inc. tumbled 22%,
while Bank of America Corp.
slipped 3.6%.

Friday’s slide subtracted 4.9%

from the combined capitalization of
the eight financial institutions that
were the first to get capital infu-
sions from the government. Among
them, Wells Fargo & Co. fell 9.2%,
and J.P. Morgan Chase & Co. was
down 3.4%.

The broad declines show that in-
vestors are struggling to sort out
the impact of the government’s
moves already to expand its role in
the banking system. Those steps in-
clude owning preferred stakes that
now exceed the value of all the pri-
vately held common shares in some
banks. Federal officials are weigh-
ing whether to change their owner-
ship into securities that could be
converted to common stock, essen-
tially giving the government control
of some of the nation’s largest finan-
cial institutions.

Top government officials remain
highly resistant to the idea of nation-
alizing banks, fearing that it could
prolong or even worsen the finan-
cial crisis. A federal takeover of even
a few institutions also could make it
harder to attract private capital,
since such investors would worry
that the government might eventu-
ally dilute or wipe out their stakes.

But the White House’s insistence

that it isn’t interested in nationaliz-
ing beleaguered banks continues to
be muddied by talk in Washington
that the move might be inevitable.
Friday’s swoon in financial stocks
was fueled by Senate Banking Com-
mittee Chairman Christopher Dodd
(D., Conn.), who said on Bloomberg
Television that he is “concerned we
may end up having to do that, at
least for a short time.”

Inside Citigroup, bank execu-
tives are growing increasingly exas-
perated with what they view as the
Obama administration’s failure to
state even more explicitly that na-
tionalization isn’t imminent and
that “stress tests” announced as
part of the latest financial-rescue
package aren’t a guise for govern-
ment takeovers that likely would
make their common shares worth-
less. The tests, expected to begin
this week, will be required for any
bank with more than $100 billion in
deposits.

“They’ve got to make a state-
ment against nationalization,” said
one person familiar with Citigroup’s
thinking. The Obama administra-
tion’s rhetoric so far amounts to “de-
structive ambiguity,” this person
said.

In a statement Friday afternoon,
Citigroup said its capital base re-
mains “very strong.”

“We continue to focus and make
progress on reducing the assets on
our balance sheet, reducing ex-
penses and streamlining our busi-
ness for future profitable growth,”
the New York company added.

Kenneth Lewis, the chairman
and chief executive of Bank of Amer-
ica, insisted in a memo to employees
that there is no need to nationalize
the bank. “We see no reason why a
company that is profitable with
strong levels of capital and liquidity
and that continues to lend actively
should be considered for national-
ization,” Mr. Lewis said.

By Nina Koeppen

NICOSIA, Cyprus—The Euro-
pean Central Bank is studying un-
conventional policy tools to ease fi-
nancial strains, but isn’t in a rush to
introduce them because there is
still room to lower interest rates, ac-
cording to a member of the ECB gov-
erning council.

Athanasios Orphanides told Dow
Jones Newswires that compared
with the U.S. Federal Reserve and
the Bank of England, the ECB can
still lower interest rates to stimu-
late activity.

“It is important to understand
and communicate that the ECB can
and will pursue the appropriate ac-
tion to attain its primary objective,
namely price stability in the euro
area,” he said from his office at the
Cypriot central bank. “This may ne-
cessitate the use of unconventional
measures. But with the ECB’s policy
rate at 2%, we are not yet close to the

zero bound of interest rates. …
There is still room to maneuver with
conventional policy action.”

Born in Cyprus and educated at
the Massachusetts Institute of Tech-
nology, Cambridge, Mr. Orphanides
was on the U.S. Fed staff from 1990
to 2007, where he also researched
the implementation of monetary pol-

icy in an environment of very low in-
terest rates. Earlier this year, he
emerged as one of the 22 ECB gov-
erning-council members openly
pushing for interest-rate cuts.

The ECB has introduced some
nonstandard policy measures, such
as the provision of unlimited liquid-
ity with maturities of up to six-
months. But there may come a point
when further rate cuts will fail to
leave a mark, Mr. Orphanides said.

“It is useful to be ready for that
contingency in case we need to em-
bark on additional measures. In this
light, possible options are under
study and there is an internal discus-
sion,” he said, without providing fur-
ther details.

The ECB has cut the main refi-
nancing rate by 2.25 percentage
points since early October to 2%,
matching the lowest rate ever. That
key policy rate is widely expected to
be trimmed to 1.5% at the March 5
governing-council meeting after
signs that the 16-country euro zone
faces a deepening recession.

By comparison, the Fed has
slashed its target rate to 0%-0.25%,
while U.K. rates are now at 1%.

“We should recognize that con-
ducting and communicating addi-

tional monetary-policy easing is far
more challenging when it is not ac-
companied by a reduction in the pol-
icy rate,” Mr. Orphanide said.

Under such circumstances, atten-
tion could shift to interest rates at
longer maturities that don’t touch
zero. “For example, instead of focus-
ing on a very short-term interest
rate one could potentially communi-
cate policy with a three-month or a
six-month interest rate,” he said,
adding that “additional policy eas-
ing could be reflected in a reduction
in those interest rates and could be
communicated in that way even if
very short-term interest rates re-
main unchanged.”

The ECB is committed to keeping
inflation expectations in check—ex-
pectations of both rising and falling
prices, Mr. Orphanides said. “At
present, the outlook for inflation is
below what we had expected it to be
a few months ago,” he added. “The
information we have from surveys,
such as the Survey of Professional
Forecasters, does suggest that infla-
tion expectations for 2009 and 2010
are now below 2%.”

The ECB aims to anchor the an-
nual rate of inflation just below 2%
over the medium term.

By Goran Mijuk

ZURICH—Swiss Life Holding AG
warned that write-downs tied to
risky investments hurt its net profit
in 2008 but said its balance sheet
was strong, easing investor concerns
about an imminent capital increase.

Shares in Swiss Life rallied on
the announcement, rising 8.5% on
the Zurich stock exchange Friday.
The shares have lost nearly 80% in
the past 12 months.

The Zurich insurer said it ex-
pects a 2008 net profit of about 340
million Swiss francs ($295 million),
down 75% from the year-earlier
profit of 1.35 billion francs and well
below the one billion francs ex-
pected by analysts. The company is
scheduled to provide detailed fig-
ures on March 24.

The latest results include write-
downs in the value of hedge-fund
and equity investments that erased
most of the company’s operational
gains, as well as 1.5 billion francs in
disposal benefits related to last
year’s sales of insurance units.

Despite the investment losses,
Chief Executive Bruno Pfister said
the company’s capital was solid.
Swiss Life has “significantly re-
duced the risks carried on the bal-
ance sheet” to protect shareholder
equity, Mr. Pfister said, adding that
the company was well-prepared to
weather the current difficult mar-
kets.

As part of these measures, Swiss
Life increased its hedging activities.
It also has profited from a previ-
ously announced, regulator-backed
change in the accounting method
for some of its bond holdings.

The insurer said that as part of
its effort to protect its capital, it
won’t for the time being pay back a
bond valued at nearly one billion
francs. The perpetual bond,
launched in 1999, could have been
partly redeemed later this year. In-
stead of paying back part of the prin-
cipal now, Swiss Life said it will pay
out a higher coupon to all holders.

Swiss Life warns
of write-downs,
says capital solid

By Damian Paletta, David
Enrich and Dan Fitzpatrick

By Stacy Meichtry

MILAN—Italian power and gas
utility Enel SpA reached an agree-
ment to acquire Spanish construc-
tion conglomerate Acciona SA’s 25%
stake in Spanish utility Endesa SA.

The deal, announced early Satur-
day, allows Enel to secure full con-
trol of Endesa after a drawn-out
power struggle. Enel will pay Ac-
ciona Œ11.11 billion ($14.26 billion)
in cash and renewable-energy as-
sets for its 25% stake in Endesa, Ac-
ciona disclosed in a filing to Spain’s
stock-market regulator.

The agreement shows how the fi-
nancial crisis is driving companies
to consolidate costly assets and

shore up their finances. After team-
ing up in 2007 to take over Endesa in
a deal that valued the utility at
about Œ44 billion, Enel and Acciona
struggled to jointly operate Endesa,
bickering over how to divide the util-
ity’s assets among themselves.

In September, however, the two
sides entered talks aimed at finding a
way for Acciona to sell its stake in the
utility. With financial markets deteri-
orating and banks tightening their
lending practices, investors had be-
gun to question how both companies
planned to manage sizable debt
loads resulting from the takeover.

Acciona came under pressure
from its lenders to raise cash to pay
down debt resulting from the acqui-

sition. Acciona’s debt was close to
Œ17.95 billion at the end of 2008, of
which Œ12.74 billion corresponded
to the acquisition and consolidation
of Endesa, according to a recent re-
port by Spain’s Banco Santander SA.

Enel, meanwhile, faces Œ13.4 bil-
lion in maturing debt in 2010, includ-
ing a Œ2.2 billion revolving credit fa-
cility that can be extended to 2012.
Under the terms of the 2007 joint ac-
quisition, Enel granted Acciona a
put option that could force the Ital-
ian utility to buy Acciona’s 25%
stake in Endesa, valued at Œ11 bil-
lion, as of March 2010, potentially
compounding Enel’s debt pile.

 —Bernd Radowitz in Madrid
contributed to this article.

Race to the bottom
Key interest rate at the European 
Central Bank, the Bank of England 
and the U.S. Federal Reserve

Sources: European Central Bank; Bank of England;
U.S. Federal Reserve
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