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Azoff’s move to concentrate
power in the music world.
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DJIA 7114.78 -3.41
Nasdaq 1387.72 -3.71
DJ Stoxx 600 175.29 -0.93
FTSE 100 3850.73 -0.99
DAX 3936.45 -1.95
CAC 40 2727.87 -0.82

Euro $1.2743 +0.95
Nymex crude $38.44 -3.97

WASHINGTON—U.S. offi-
cials sought to quell fears
about the viability of major
banks, as the government
held talks with Citigroup Inc.
that could result in Washing-

ton substantially expanding
its ownership of the strug-
gling financial institution.

In a statement Monday,
the Obama administration
and U.S. bank regulators said
the government “stands
firmly behind the banking sys-
tem during this period of fi-
nancial strain to ensure it will
be able to perform its key
function of providing credit

to households and busi-
nesses.”

The statement tried to re-
assure the public that major
“stress tests” that will be per-
formed on roughly 20 U.S.
banks will be part of an effort
to shore up the companies,
countering speculation that
the tests could ultimately
lead some of the banks to be
shut down or nationalized.
Regulators said the U.S. gov-
ernment’s “capital-assis-
tance program” comes with
the “strong presumption”
that “banks should remain in
private hands.”

U.S. share prices initially
rose on the statement, but
then resumed a broad market
decline as investors sought
more details on the govern-

Please turn to page 27

U.S. backs banks

amid Citigroup talks

HALL MONITORS: A piece is auctioned at the Grand Palais in Paris during the auction of hundreds of
art treasures amassed by late fashion king Yves Saint Laurent and his companion, Pierre Berge. Page 6

The space where art and fashion meet Stanford link
shocks buyers
at U.S. resort

Berlin’s best bet
Germany must step up
to prevent a euro-zone
collapse. Page 10
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Marketplace: Success of ‘Slumdog’ gets mixed reviews in Mumbai
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By Damian Paletta and
Monica Langley in
Washington and David
Enrich in New York

By Cassell Bryan-Low

In 2004, Austrian soccer
player Andreas Lipa and his
British wife, Sarah Adams-
Lipa, plunked down a
$62,000 deposit on a new lux-
ury vacation home in an Or-
lando, Fla., resort called
Tierra Del Sol. With the four-
bedroom house still unfin-
ished by last year, the couple
filed suit in U.S. federal court
to reclaim their deposit.

Now, the Lipas—and some
other buyers of properties at
Tierra Del Sol who are in the
same situation—may have an-
other reason to worry. A finan-
cial backer of the company de-
veloping the Florida resort is
R. Allen Stanford, the Texas
financier whom the Securi-
ties and Exchange Commis-
sion accused in civil charges
of an $8 billion fraud. Last
year, one of Mr. Stanford’s
companies provided a $17.5
million loan to the developer
of the resort.

The SEC’s allegations
aren’t related to Mr. Stan-
ford’s role as a backer of
American Leisure Group
Ltd., the company developing
the Florida resort. But the
SEC has frozen assets of three
of Mr. Stanford’s companies,
including Stanford Interna-
tional Bank.

Mr. Stanford’s legal prob-
lems are fueling concern that
the Lipas and other property

buyers at Tierra Del Sol may
never win the recourse they
believe is due.

“It makes me even more
concerned” about not being
able to recover the deposit,
says Ms. Lipa, 36 years old,
who teaches business Eng-
lish. Now, “I feel like there
isn’t any hope.”

The SEC case against Mr.
Stanford will “make it more
difficult for the developer to
continue the project if it were
relying on funds” from inves-
tors such as Mr. Stanford,
says Philip Calandrino, an Or-
lando attorney representing
an Irish man who also is suing
the resort.

Representatives for Amer-
ican Leisure Group didn’t re-
spond to requests for com-
ment. Mr. Stanford has yet to
respond to the SEC charges.
A lawyer for Mr. Stanford
couldn’t be reached.

The situation shows how
the alleged fraud by Mr. Stan-
ford may have implications
for people beyond the finan-
cier’s individual banking cus-
tomers. There are at least 10
suits similar to the Lipas’s
case pending against Tierra
Del Sol or related entities in
U.S. federal or state courts.
Many of the suits are filed by
British or Irish residents, to
whom the properties were
heavily marketed.

Kevin Burke, a U.K. lawyer
Please turn to page 27

Markets

France’s car makers are step-
ping up production of some
models to meet rising de-
mand reflecting government
incentives to scrap old vehi-
cles. But analysts say the gains
may be temporary. Page 5

n Advisers started lining up
bankruptcy loans for GM and
Chrysler, in case the firms
need it, while Ford reached a
tentative deal on unionized
retiree health benefits. Page 4

n Steven Rattner, co-founder
of a private-equity firm, will
join the U.S. Treasury as an
adviser on the auto industry.

n U.S. stocks fell sharply
amid concerns about the
economy. European shares
also ended lower. Page 16

n A large hedge-fund group
is set to propose controver-
sial measures in a bid to fend
off a regulatory crackdown
on the industry. Page 2

n The ECB’s Trichet threw
his weight behind European
proposals for greater global-
market regulation. Page 2

n OPEC is trying to boost
the price of oil by implement-
ing production cuts, but its
efforts are being stymied by
large inventories. Pages 3, 17

n The attorney general of
New York asked a judge to
order former-Merrill CEO
Thain to give more details
about 2008 bonuses. Page 16

n Dubai stocks rose after the
emirate’s government initi-
ated a $20 billion bond pro-
gram, half of which was taken
up by the U.A.E. Page 20

n Spain’s justice minister re-
signed amid an uproar over his
contacts with a judge conduct-
ing a corruption probe that
has implicated the opposition.

n France and Italy plan to
sign an accord on nuclear-en-
ergy cooperation Tuesday.

n A Taliban commander an-
nounced a unilateral cease-fire
against government forces in
a northwest Pakistan district.

n Denmark seized control of
Fionia Bank in a deal that will
take away shareholder con-
trol and split the bank until a
sale can be realized. Page 15

n Thailand’s economy con-
tracted in the fourth quarter,
joining a slump in other parts
of Southeast Asia. Page 8

n A Guantanamo prisoner
who claims he was tortured at
a covert CIA site returned to
Britain a free man after al-
most seven years in captivity.
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Is this Citigroup rally
one that investors can fi-
nally believe in?

In a joint statement Mon-
day, the Treasury and regu-
lators said banks shouldn’t
be owned by the govern-
ment, and should have a
high-quality capital base.

A quick way to do that
would be to change govern-
ment preferred shares into
common stock, or, second
best, securities that convert
into common stock.

Such a move would
strengthen tangible com-

mon equity, or TCE, a mea-
sure of capital strength. Fed-
eral officials are considering
such a swap at Citi.

Assume the government
wants a maximum stake of
40% in Citi’s common eq-
uity. Citi has 5.92 billion
shares outstanding, on a di-
luted basis, so the govern-
ment would need to add
about 3.95 billion shares for
a 40% holding.

Assume officials want
Citi to have the same TCE
ratio as J.P. Morgan Chase,
3.8%. The government

would need to convert $29
billion of preferreds into
common equity. But to stay
below 40% would mean con-
verting above $7. That
would be so far above Citi’s
share price that it might be
politically risky. Citi’s
shares were trading at
$2.22 late on Monday.

If maximizing TCE is its
aim, it has two options:
Owning more than half of
Citi or overpaying. The gov-
ernment can’t skirt tough
choices forever.
 —Peter Eavis

Red lights are flashing in
the credit market again. The
revival in risk appetite seen
at the start of the year has
faded as government bailout
plans have been deemed lack-
ing. The common thread is
renewed pressure in a bank-
ing system severely weak-
ened by 18 months of finan-
cial-market turmoil. Govern-
ments need to give details on
how they plan to stop the rot
sooner rather than later.

First, consider the spread
between the U.S. dollar Lon-
don interbank offered rate,
the rate for interbank lend-
ing, and the overnight in-
dexed-swap rate, which cap-
tures expectations for official
interest rates. The spread
has narrowed from October’s
peak of 3.66 percentage
points, but the move has re-
versed, and the spread is
now back above 1.0 percent-
age point versus a low of
around 0.9 percentage point
in January, leading to fears
over bank funding and a fur-
ther loss of trust in the sys-
tem. Precrisis, the typical
spread was under 0.1 point.

Second, look at the Mar-
kit LCDX index of default
swaps on 100 U.S. leveraged
loans. The index rallied in

January to 82% of face value,
but has returned to 73%,
close to the low seen in De-
cember. Auctions to deter-
mine swap payouts are pro-
ducing low indicative recov-
ery rates: For the five most
recent auctions on LCDX com-
panies, the average loan
price used to settle the swap
is 40%. Moody’s says the av-
erage recovery rate over the
past 20 years for bank loans
is 81%. Low recoveries will
hit loss reserves hard.

Third, spreads on nearly
all tranches of the CMBX in-
dex, which tracks default
swaps on 25 U.S. commercial

mortgage-backed securities,
have reached record wide lev-
els in February after a Janu-
ary rally. Moody’s said on
Feb. 5 that it was considering
cutting ratings on $302 bil-
lion of CMBS because of fall-
ing commercial-property val-
ues and rising delinquencies.

Fourth, corporate defaults
and ratings downgrades are
accelerating, placing further
strains on bank capital. By
Feb. 17, Standard & Poor’s
had recorded 31 defaults af-
fecting $49 billion of debt in
2009, already one-quarter of
the 125 defaults in 2008 and
more than all the defaults re-
corded in each of 2007 and
2006.

Behind the gloom lies the
risk that, while banks and
policy makers still are grap-
pling to cap exposure to toxic
securitized assets, a fresh
wave of turmoil may emerge
from underlying, “tradi-
tional” lending. Corporate-
bond issuance remains
strong, offsetting some of
the systemic worries, but
fears are building that the is-
suance window could shut as
concerns over the banking
system persist. That could
signal a new phase of the
credit crisis.
 —Richard Barley

UBS executives inch toward chop block

U.S.’s Citi choice: overpay or take over

UBS may have won a
truce with U.S. authorities
by handing over account de-
tails of roughly 250 clients.
But will it save the jobs of
the Swiss bank’s top man-
agement?

That seems increasingly
unlikely. Amid rising Swiss an-
ger at the damage inflicted on
the country’s most important
industry, UBS Chairman Peter
Kurer and Chief Executive
Marcel Rohner face legitimate
questions over their roles.

UBS says the two knew
nothing of efforts to help
Americans dodge taxes. But if

they didn’t know, why not?
Between 2002 and 2007, Mr.
Rohner headed the private-
banking arm where the of-
fenses were committed. Mr.
Kurer joined UBS in 2001 as
the bank’s chief legal counsel,
or point person on any pend-
ing or potential litigation.
Their failure to spot the
wrongdoing damages their
credibility.

This failure has cast a
shadow over the entire
Swiss banking industry. The
U.S. is demanding data on up
to 52,000 account holders,
which would blow a hole in

Switzerland’s strict secrecy
laws, a key to the country’s
banking success. Even if the
U.S. fails, the damage to con-
fidence in Switzerland may
already have been done.

While UBS shareholders
might turn a blind eye to
management’s failings, the
Swiss government isn’t. Al-
though Bern insisted it
won’t meddle in the running
of UBS after bailing it out
last October, Swiss Presi-
dent Hans-Rudolf Merz has
made clear he expects heads
to roll. UBS still has much
explaining to do.

A new crisis in credit

New cuts for old costs
Companies trim pay,
hours and benefits
to avoid losing jobs

Vattenfall’s deal for Nuon
shows life in energy M&A

Debt pileup
Total corporate debt
defaulting

Source: Standard & Poor’s
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By Dana Cimilluca

And Ian Edmondson

Vattenfall AB, one of Europe’s
largest electricity producers,
agreed to buy Amsterdam-based
Nuon NV’s power-generation-and-
supply unit for Œ8.5 billion ($10.91
billion), the second big Dutch en-
ergy takeover this year.

Sweden’s Vattenfall said the deal
is valued at Œ10.3 billion after
Nuon’s 2008 dividends are in-
cluded. It will hand Vattenfall con-
trol of the Nuon unit through an ini-
tial acquisition of 49% of the compa-
ny’s shares, with the remaining 51%
to be acquired in three installments
over the next six years. Nuon’s grid
company Alliander isn’t included in
the deal, Vattenfall said.

The deal is the second big Dutch
energy acquisition in as many
months after RWE AG of Germany
agreed in January to acquire Essent
NV, Nuon’s larger rival and the big-
gest power company in the Nether-
lands, for as much as Œ9.3 billion.
The healthy prices both companies
fetched—along with Enel SpA’s
agreement over the weekend to ac-
quire full control of Spanish utility
Endesa SA—show that the financial
crisis hasn’t completely sapped take-
over demand in the energy sector,
where companies are eager to ex-
pand beyond their slow-growth
home markets.

For Vattenfall, which operates in
several Nordic and Central Euro-
pean countries and had sales of 165
billion Swedish kronor ($18.98 bil-
lion) in 2008, the Nuon deal has the
added bonus of increasing its expo-
sure to the profitable Dutch power

market and boosting its renewable-
energy offering.

Subject to approval by Nuon’s
shareholders, a collection of Dutch
provinces and municipalities, the
transaction is expected to close by
the end of the second quarter.

Closely held Nuon produces,
transports and delivers electricity,
gas, heating and cooling, and has an
energy-trading business. The com-
pany has more than three million
customers—both consumers and
businesses—in the Netherlands, Bel-
gium and Germany.

Nuon last week reported total
revenue for last year of Œ6.15 billion,
up 9% from the previous year, as a re-
sult of higher gas sales. Its net in-
come was Œ765 million, down 13%, in
part because of costs related to a re-
structuring of the company.

In June, Nuon said the produc-
tion and distribution business
would seek an international partner
to strengthen its position in Europe
as the company prepares for a gov-
ernment-mandated restructuring
of the Netherlands’ largest energy
producers. Even though the finan-
cial crisis has hurt demand for corpo-
rate acquisitions in Europe and the
U.S., Essent and Nuon were able to
successfully sell themselves in part
because they were seen as being
among the last few big European
utility assets available for sale.

Royal Bank of Scotland Group
PLC, Rothschild and NIBC are Vat-
tenfall’s financial advisers on the
deal; Linklaters is its legal adviser.
Goldman Sachs Group Inc. and ING
Groep NV are financial advisers for
Nuon; Allen & Overy is its legal ad-
viser.

By Cari Tuna

Prompted by slackening demand
for consumer electronics and auto-
mobiles, chip maker ON Semicon-
ductor Corp. will cut 1,850 jobs—
nearly 13% of its work force—and
close four fabrication plants by
early next year.

But that’s not all. ON is also sus-
pending bonuses and raises, cutting
discretionary spending, idling facto-
ries for as many as 12 weeks and re-
quiring managers to take as much as
six weeks off without pay.

Employees at ON and elsewhere
are learning that in this recession
layoffs are only part of the pain.
Many companies are also cutting
the pay, hours and benefits of those
who survive.

On Thursday, Hewlett-Packard
Co., which was already cutting
24,000 jobs following a big acquisi-
tion, cut salaries by 2.5% to 20% and
reduced contributions to employee
401(k) plans. Last year, HP asked em-
ployees to take unpaid vacation
days and extended a planned holi-
day shutdown to two weeks.

“We are pulling every lever that
we have,” says Alcoa Inc. CEO Klaus
Kleinfeld. Facing a 60% drop in alu-
minum prices since July, Alcoa will
eliminate 13,500 full-time and 1,700
contract positions, freeze salaries,
trim executive pay and reduce smelt-
ing capacity by 18%, among other ac-
tions.

On average, employers cutting

costs have implemented five belt-
tightening measures and are consid-
ering four others, according to a Jan-
uary survey of 513 U.S.-based compa-
nies by consultant Towers Perrin.

There are no comparable data
from earlier recessions. But Laura
Sejen, director of the strategic-re-
wards practice at consultant Wat-
son Wyatt Worldwide Inc., says
companies are trimming costs in
more ways than in previous down-
turns, when they relied more
heavily on layoffs.

She and other experts cite two
principal reasons for the shift: The
speed and depth of this recession is
forcing employers to cut costs
steeply, and many also worry about
retaining enough talented workers.
When the economy recovers, “those
may be heads you wish you hadn’t
cut,” Ms. Sejen says.

At ON, executives are cutting
costs more vigorously than during
the 2001 downturn, says Chief Finan-
cial Officer Donald Colvin. Revenue
fell 41% in 2001, prompting the Phoe-
nix company to cut roughly 1,400
jobs, or 10% of its then work force,
close two plants and cut salaries
10%.

Now, ON is facing a similar de-
cline, expecting revenue to fall 40%
in the first quarter, compared with
just six months earlier. But the com-
pany is laying off more workers,
shutting more plants and cutting sal-
aries 15% to 23% through the manda-
tory time off.

Broad-based trimming allows ex-
ecutives to “keep your options
open” amid uncertain business con-
ditions, Mr. Colvin says. “If you want
to do it all through layoffs, than you
have to decide ahead of the game
what your future business is going

to be,” he says. Right now, that’s “a
difficult call to make.”

Test-and-measurement equip-
ment maker Agilent Technologies
Inc. is taking a similar approach.
Between 2001 and 2003, Agilent,
which had been spun off by HP in
1999, laid off 13,000 workers,
roughly 30% of its then labor force.
It subsequently linked a portion of
all employees’ base pay to its finan-
cial results, so costs fall automati-
cally when profit declines.

In December, Agilent trimmed
salaries an additional 10% and said
it would eliminate 500 full-time po-
sitions, freeze hiring, limit travel,
cut temporary workers and man-
date unpaid vacation. Last week, Ag-
ilent announced 600 more job cuts
and shut two small business units.

The company is cutting broadly
to limit the number of disruptive
and expensive layoffs, says investor
relations director Rodney Gon-
salves. Chief Executive Bill Sullivan
says he and executives elsewhere
are seeking more ways to save
money as the recession deepens.
“Everyone’s pulling out all the
stops…[and] watching everyone
else to see who’s doing what,” he
says.

Some companies are asking
workers to help cut costs. This
month, Commercial Vehicle Group
Inc. said it would cut roughly 15% of
its work force, freeze pay, and close
five facilities. Executives also asked
four employees to devise a plan to
save an additional $50,000. The
group identified $600,000 in poten-
tial savings, including office sup-
plies and cellphones, which it pre-
sented to CEO Mervin Dunn. “They
went after everything,” Mr. Dunn
says.
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Trichet backs regulation
ECB chief says crisis
is cause for extension
of ‘regulatory net’

Roel Jansen is senior investment
manager at ING Investment Manage-
ment. An International Investor arti-
cle on Monday about a Chinese com-
pany’s bond buyback offer incor-
rectly gave his title as credit analyst.

Johnson & Johnson Chief Execu-
tive William Weldon’s 2008 perform-
ance bonus was $3.7 million, an in-
crease of $200,000 from 2007. A Glo-
bal Business Brief Monday incor-

rectly said he received a $200,000 de-
crease to $3.5 million. General Coun-
sel Russell Deyo received a $1 million
bonus in 2008, not $1.5 million as
stated in the article.

Areva SA posted a net profit of
Œ760 million ($975.6 million) in the
first half of 2008. An article about
the French nuclear-power company
on Monday’s leading the News page
incorrectly said Œ760 billion.

As tougher rules loom,
hedge funds to offer plan

European Central Bank President
Jean-Claude Trichet threw his weight
behind European proposals for
greater global-market regulation, set-
ting the stage for debate at an April
meeting of world leaders in London.

“The current crisis is a loud and
clear call to extend regulation and
oversight to all systemically impor-
tant institutions—notably hedge
funds and credit-rating agencies,”
Mr. Trichet said at a conference of
European securities regulators in
Paris.

The call was Mr. Trichet’s stron-
gest yet for more-stringent over-
sight of the lightly regulated hedge-
fund industry. Previously, Mr.
Trichet had supported an industry-
led “code of conduct” for hedge
funds.

Mr. Trichet’s call followed a

weekend meeting of European lead-
ers in Berlin. There, European policy
makers agreed to push for greater
global financial-market regulation
when leaders of the world’s 20 ma-
jor economies meet in London on
April 2.

“The outcome of this debate
should be an international agree-
ment about the key features of the
new regulatory paradigm,” Mr.
Trichet said. “The ultimate aim
must be to extend the regulatory net

to cover all instruments, institu-
tions and markets that are either
systemically important or which
play a key role for the functioning of
markets.”

Noting a severely strained finan-
cial system is “spilling over into the
real economy,” Mr. Trichet high-
lighted signs that credit flows to the
16-nation euro zone have been fall-
ing recently as companies postpone
investments and cut back on borrow-
ing. He said the process of selling as-
sets to reduce debt across the bank-
ing system needed to be monitored
closely.

“If such behavior became wide-
spread across the banking system, it
would undermine the raison d’être
of the system as a whole,” Mr.
Trichet said. He also continued his
campaign to garner the ECB a bigger
role for supervising big, cross-bor-
der banks in the euro zone.

Some European policy makers
have been cool to the idea of the ECB
gaining supervisory powers. A U.K.
Treasury spokesman said this
month that the U.K. “would not sup-
port a role for the ECB” in euro-zone
banking supervision.

CORRECTIONS & AMPLIFICATIONS

Re
ut
er
s

By Cassell Bryan-Low

LONDON—One of the world’s
largest hedge-fund organizations
is set to propose measures aimed
at pushing money managers to
open up, in what is likely to be a
controversial effort to fend off a
regulatory crackdown on the indus-
try.

The Alternative Investment
Management Association, a U.K.
trade group with members in
many countries, including the U.S.,
said it plans to propose as early as
Tuesday that hedge-fund man-
agers agree to changes that many
U.S. funds have resisted. The mea-
sures include registering with reg-
ulators and having regular contact
with authorities about their busi-
nesses.

The move comes as policy mak-
ers around the globe are gearing
up to reform financial regulation
in ways that are almost certain to
be more onerous for hedge funds.
On Monday, European Central
Bank President Jean-Claude
Trichet called the crisis a “loud
and clear call” to extend regula-
tion to hedge funds and other “sys-
temically important” institutions.
Over the weekend, European lead-
ers agreed that hedge funds must
be regulated as they prepared a po-
sition for a Group of 20 summit on
financial reform in London in
April.

Many hedge-fund managers
have been reluctant to agree to vol-

untary standards or provide more
information, amid concerns that
compliance could be costly or dis-
close too much about their strate-
gies. In the U.K., an effort to set up
a Hedge Fund Standards Board has
attracted only a small number of
the estimated 400 or so funds oper-
ating in the country.

Andrew Baker, the trade
group’s chief executive, said the
British model of registration and
oversight should be applied to the
U.S.—a suggestion he acknowl-
edges likely will be controversial
among U.S. members.

In the U.K., investment profes-
sionals and others who work at
hedge funds must obtain authoriza-
tion from regulators by proving
that they have adequate qualifica-
tions. The Financial Services Au-
thority, the U.K. regulator, also has
a group of specialists who are in
regular contact with the roughly
40 largest hedge funds.

U.S. regulators, by contrast,
don’t have a similar dedicated
hedge-fund group. In 2006, a U.S.
court stymied an effort by regula-
tors to force hedge-fund advisers
to register with the Securities and
Exchange Commission. Some U.S.
lawmakers are seeking to revive
the registration requirement,
among other measures.

A representative for the U.S.
hedge-fund industry’s biggest lob-
bying group, the Managed Funds
Association, wasn’t available to
comment.

ING names new financial officer
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By Roberta B. Cowan

AMSTERDAM—Dutch bank and
insurer ING Groep NV on Monday
named HSBC Holdings PLC execu-
tive Patrick Flynn as its new chief fi-
nancial officer.

Mr. Flynn, finance chief of HSBC’s
global insurance business, will suc-
ceed John Hele, who announced his
resignation in October just days af-
ter the Dutch state agreed to inject
Œ10 billion ($12.84 billion) into the

bank. Messrs. Flynn and Hele
couldn’t be reached for comment.

ING’s supervisory board will
nominate Mr. Flynn to the compa-
ny’s executive board at the annual
general meeting April 27.

When ING announced additional
state aid last month, with the Dutch
government agreeing to a backup fa-
cility covering 80% of its Alt-A mort-
gage securities, Chief Executive
Michel Tilmant also resigned. He
was succeeded by Jan Hommen.

By Joellen Perry in Frankfurt
and Gabriele Parussini
and Geraldine Amiel in Paris

Jean-Claude Trichet, at a
Paris conference Monday,
urged more regulation of
hedge funds,
credit-rating agencies
and other ‘systemically
important’ institutions.
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Percentage of stakes in 
selected financial institutions 
held by the government

Road to nationalization

Citigroup U.S. up to 40%*

Lloyds U.K. 43%  

Kaupthing Iceland 100%  

RBS U.K. 70%  

Northern U.K. 100%  
Rock

*Government considering taking this stake

ment’s plans for banks amid broad
worries about the weak economy.

Monday’s statement marked the
second time in recent days that the
administration of U.S. President
Barack Obama has tried to tamp
down fears about potentially na-
tionalizing U.S. banks. Still, the
statements have stopped short of
definitively ruling out nationaliza-
tion of some banks down the road.

It came as a lack of confidence in
the U.S. banking sector continues
to put a major strain on financial
companies. U.S. regulators are
scheduled on Thursday to increase
the number of federally insured in-
stitutions that are on their problem
lists and face a higher risk of fail-
ure.

Meanwhile, Citigroup recently
approached government officials
about potentially increasing its
ownership stake in the
huge bank by converting
some preferred shares into
common equity, according
to people familiar with the
situation.

While the discussions
could fall apart, the govern-
ment could wind up hold-
ing as much as 40% of Citi-
group’s common stock.
Bank executives hope the
stake would be closer to
25%, these people said.

A Citigroup spokeswoman de-
clined to comment. White House
Press Secretary Robert Gibbs on
Monday also declined to comment
on any talks with Citigroup.

Any such move would give U.S.
officials far greater influence over
one of the world’s largest financial
institutions. The Obama adminis-
tration hasn’t indicated if it sup-
ports the plan, according to people
with knowledge of the talks.

As part of the plan, Citigroup of-
ficials hope to persuade some inves-
tors holding preferred shares to fol-
low the government’s lead in con-
verting some of those stakes into
common stock, according to people
familiar with the matter. That
would bolster a key measure of the
bank’s financial health.

When federal officials began
pumping capital into U.S. banks last
October, few experts would have
predicted that the government
would soon be wrestling with the
possibility of taking voting control
of large financial institutions. The
potential move at Citigroup would
give the U.S. government its biggest

ownership of a financial-services
company since the September bail-
out of insurer American Interna-
tional Group Inc., which left taxpay-
ers with an 80% stake.

The talks reflect fears that Citi-
group and other big U.S. banks
could be overwhelmed by losses
amid the recession and housing cri-
sis. Last week, Citigroup’s share
price fell below $2 to an 18-year
low. In midafternoon trade Mon-
day, Citigroup’s shares were up 25
cents, or 12.8%, to $2.20.

Under the scenario being consid-
ered, a substantial chunk of the $45
billion in preferred shares held by
the government would convert into
common stock, people familiar
with the matter said. The govern-
ment obtained those shares, equiva-
lent to a 7.8% stake, in return for
pumping capital into Citigroup.

The move wouldn’t cost taxpay-
ers additional money, but
other Citigroup sharehold-
ers would see their stock di-
luted. Citigroup’s low
share price already re-
flects, at least in part, a fear
among shareholders that
their stakes might be fur-
ther diluted.

Bank executives believe
the government needs to
take a larger ownership
stake in the institution to
stop the slide. Still, a gov-

ernment move to take a big stake
could backfire, potentially spurring
investors to flee other banks, even
healthier ones, as investors wonder
if other banks will line up for similar
agreements.

Bank of America Corp. said Sun-
day that it isn’t discussing a larger
ownership stake for the govern-
ment.

There is no universal agreement
on what constitutes nationaliza-
tion of a bank. In the U.K., the gov-
ernment already owns 43% of
Lloyds Banking Group PLC, and last
week it moved to increase its owner-
ship of Royal Bank of Scotland
Group PLC to 70% from 58%. Those
two banks have been classified as
“public-sector entities,” and as
much as £1.5 trillion ($2.164 tril-
lion) of their liabilities have been
moved over to the country’s bal-
ance sheet.

The government’s intentions
with Citigroup remain unclear. It
isn’t yet known whether the U.S.
would seek a stronger hand in the
New York company’s management
or day-to-day operations.

If the deal gets nailed down, it
will be Washington’s third effort to
help Citigroup since last fall. In Octo-
ber, the Treasury Department put a
total of $125 billion into eight giant
financial institutions, including
$25 billion to Citigroup, in exchange
for preferred shares and warrants
to buy stock.

In November, the government
agreed to infuse another $20 bil-
lion into Citigroup as its stock tum-
bled. It also agreed to protect the
banking company against most
losses on a $301 billion pool of as-
sets.

Among the question marks loom-
ing over the current discussions is
the future of Citigroup Chief Execu-
tive Vikram Pandit and the compa-
ny’s board.

There are at least two catalysts
for the recent talks with the govern-
ment.

First, Citigroup’s shares have
fallen to historic lows. That doesn’t
pose a direct threat to the compa-
ny’s stability, but if it spooks cus-
tomers into pulling their business,
that could push the bank toward a
dangerous downward spiral.

Second, bank regulators this
week will start performing their
battery of stress tests at the na-
tion’s largest banks as part of the
Obama administration’s industry-
bailout plan. As part of those tests,
the Federal Reserve is expected to
dwell on the an obscure but pivotal
measure of a bank’s capital known
as “tangible common equity,” or
TCE, according to people familiar
with the matter.

The crisis is triggering a deep re-
examination of the way bank health
is measured in the U.S. financial sys-
tem. This complex exercise boils
down to calculating various ratios
of capital to a bank’s total assets.

Until recently, TCE—essentially
a gauge of what common sharehold-
ers would get if an institution were
dissolved—has been one of the less
prominent ways to measure a
bank’s vigor. TCE is also among the
most conservative measures of fi-
nancial health. The TCE measure-
ment gives weight to common
shares—thus the interest in Citi-
group’s case of converting pre-
ferred shares to common stock.

Bankers and regulators gener-
ally prefer to use what is known as
“Tier 1” ratio of a bank’s capital ade-
quacy. It takes into account equity
other than common stock. By Tier 1
measurements, most big banks, in-
cluding Citigroup, appear healthy.
Citigroup’s Tier 1 ratio is 11.8%, well
above the level needed to be classi-
fied as well-capitalized.

By contrast, most banks’ TCE ra-
tios indicate severe weakness. Citi-
group’s TCE ratio was around 1.5%
of assets at Dec. 31, well below the
3% level that investors regard as
safe. Converting a significant por-
tion of the government’s preferred
stock into common shares would
help lift the company’s TCE ratio,
perhaps to as high as 4%, according
to a person familiar with the compa-
ny’s thinking.

If private investors such as Gov-
ernment of Singapore Investment
Corp., the Abu Dhabi Investment Au-
thority and the Kuwait Investment
Authority follow the U.S. govern-
ment’s lead in converting at least
some of their preferred shares into
common stock, that would bolster
Citigroup’s TCE even more. GIC,
however, doesn’t currently plan to
convert its preferred shares, which
represent a beneficial 5.3% stake if
converted into common stock, ac-
cording to people familiar with the
matter.

The regulators’ new focus on
TCE represents an important shift.
The government’s recent injections
into hundreds of institutions were
predicated on the idea that the Tier
1 measure was key. Because the in-
vestments weren’t in the form of
common stock, they didn’t affect
the companies’ TCE ratios.

The shifting federal treatment of
TCE is likely to add to pressure on
banks to substantially beef up their
ratios. The only way to do that is by
expanding their pools of common
stock.

Still, regulators Monday tried to
dismiss the concern that the stress
tests will essentially create new cap-
ital requirements for financial insti-
tutions. The tests will give authori-
ties an opportunity to temporarily
provide more capital to select banks
if “an additional capital buffer is
warranted,” the government state-
ment said.

“This additional capital does not
imply a new capital standard and it
is not expected to be maintained on
an ongoing basis,” the regulators
said.

Continued from first page

EU Commission won’t allow Intel defense
By Peppi Kiviniemi

BRUSSELS—The European Com-
mission said Intel Corp. filed a re-
sponse to antitrust charges, but it re-
jected Intel’s request to present a de-
fense in an oral hearing.

Intel overshot by four months a
deadline to respond to charges ac-
cusing it of squeezing out rival com-
puter chip maker Advanced Micro
Devices Inc. by illegal sales prac-
tices. A spokesman said Intel had

confirmed answering the charges in
a filing to U.S. regulatory authori-
ties this month.

The company filed a petition in
October with the Court of First In-
stance, requesting a delay in the in-
vestigation while it was seeking ac-
cess to additional documents in or-
der to better defend itself. The court
ruled that access to the additional
documents wasn’t necessary in or-
der for Intel to defend itself.

The chip giant’s response to the

commission’s charges comes some
four months after an initial Oct. 17
deadline the company missed due to
contesting the deadline at the Euro-
pean Court of First Instance. The Eu-
ropean Commission confirmed hav-
ing received Intel’s response Feb. 5.

The commission said despite the
delay it would now assess whether
the information submitted “is neces-
sary to properly conduct the admin-
istrative procedure in this antitrust
case.”

U.S. officials seek to quell bank fears amid talks with Citigroup

Stanford ties to Florida resort add to home buyers’ fears
FROM PAGE ONE

Vikram Pandit

who also is qualified to practice law
in the U.S., is representing the Lipas
and two other British citizens who
paid deposits on Tierra Del Sol prop-
erties that have yet to be completed.
He says he has been approached by
at least half a dozen others in a simi-
lar situation. In recent years, with
the pound strong against the dollar,
many British citizens looked to in-
vest money in Florida property.

The developer behind Tierra Del
Sol, American Leisure Group, is in-
corporated in the British Virgin Is-
lands and has faced financial strug-
gles. The company was formed by a
merger between American Leisure
Holdings—in which Stanford Inter-
national Bank Ltd. was a significant
shareholder and creditor, according
to filings by American Leisure
Group—and another property com-
pany. Stanford Financial Group,

also controlled by Mr. Stanford,
served as an investment banker to
American Leisure Group.

American Leisure Group listed
its shares on London’s Alternative
Investment Market in August 2007,
raising £75 million ($108 million).
But by last year, the company said in
public statements that it was strug-
gling with a lack of financing. Stan-
ford International Bank provided a
lifeline in the form of a $17.5 million
loan to help the company complete
the Tierra Del Sol development, its
flagship resort, according to an
American Leisure statement.

The company continued to face
difficulties, and its shares were
delisted last month. Michael D. Cros-
bie, a lawyer representing Tierra
Del Sol in at least several of the
cases brought by investors, declined
to comment.

Five years ago, marketing for

Tierra Del Sol was in full swing as the
Florida property market was boom-
ing. The 48-hectare vacation-home
resort, just 16 kilometers from Walt
Disney World in Orlando, described
plans for 972 luxury houses and con-
dominiums complete with a water
park and wave pool, restaurants, spa
and a clubhouse “with romantic porti-
cos and rich decor,” according to
American Leisure company filings.

Plans for high-end features such
as on-site concierge service and a
cinema appealed to the Lipas, who
signed up to buy a $309,000, four-
bedroom house in the development
and paid a $62,000 deposit, Ms. Lipa
says. The Lipas, who were living in
the U.K. at the time, saw it both as an
investment property that they could
rent out as well as a holiday home.

By late 2006, the property hadn’t
been completed as scheduled. The
couple says a marketing agent for

Tierra Del Sol talked them into up-
grading to a more expensive prop-
erty, which cost $525,000 but didn’t
require any more deposit.

Ms. Lipa says in retrospect they
probably should have asked for
their deposit back at that point, but
she says owning a Florida home
“was a bit of a dream for us.” She
adds: “We still had high hopes for
the place.”

Construction continued to run
behind schedule, and Ms. Lipa says
to her knowledge their property still
hasn’t been built. The Lipas, who
now live in Vienna, filed suit against
the development in July 2008 in fed-
eral court in Tampa, Fla. The Lipas
are claiming a violation of the Inter-
state Land Sales Full Disclosure Act,
which requires, among other things,
that a property be completed within
two years.

“I’m totally at a loss and feel com-

pletely helpless because I’m here
and I feel there is nothing I can do,”
says Ms. Lipa, who says she thinks
about the summers they could have
spent in Florida had the project
been completed on time in 2006. “I
feel a little bit stupid for believing
this would be a great project, and I
have learned my lesson.”

William Clune, the Irish man be-
ing represented by lawyer Mr. Calan-
drino, is in a similar situation. Mr.
Clune is trying to recover the deposit
of at least $70,000 he paid in 2004 on
two five-bedroom properties, accord-
ing to a lawsuit filed in federal court
in Orlando last year against Tierra
Del Sol Resort Inc. Mr. Calandrino
said Mr. Clune is suing to recover the
deposit as well as interest and lost
profits. Mr. Clune didn’t respond to a
request for comment via his lawyer.

—Glenn R. Simpson
contributed to this article.

Continued from first page
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OPEC weighs cutting back on oil output
Member countries
seek price boost
as market shrinks

LEADING THE NEWS

By Spencer Swartz

LONDON—Falling oil prices are
putting pressure on the Organiza-
tion of Petroleum Exporting Coun-
tries to cut production next month.

Once teeming with petrodollars
from the oil boom that started in
2002 and fizzled last year, a number
of OPEC members, including An-
gola, Ecuador, Iran and Kuwait will
cut government spending this year
to compensate for shrinking oil in-
come. Nigeria narrowly avoided cut-
ting its 2009 budget, but its presi-
dent, Umaru Yar’Adua, told govern-
ment workers they’ll see smaller
paychecks this year.

Venezuela hasn’t paid hundreds
of millions of dollars to a number of
foreign oil-service companies, caus-
ing some firms, including Oklahoma-
based Helmerich & Payne to halt
some operations. With no work to
be done in certain locations, state-
run Petroleos de Venezuela SA has
been forced to layoff an untold num-
ber of its oil workers.

In an attempt to boost prices,
OPEC has cut production over the
past two months by about 3 million
barrels a day—at a nominal cost in
revenue of roughly $7.4 billion. But
shrinking oil demand world-wide
has pushed down prices about 70%
since their peak in July. And global
crude demand is expected to fall 1%
this year, the steepest drop in al-
most three decades.

The group may pledge another
production cut of as much 1 million
barrels a day when it meets March
15 in Vienna, according to a senior
OPEC delegate.

“We will take whatever action is
necessary to stabilize the market,”
the delegate said.

That could be a ploy just to talk
up oil prices, but OPEC members’
need for higher prices is real. Oil
prices below $50 a barrel over the
past few months threaten OPEC
states’ financial stability and their
development projects, such as
power plants, to meet the demands
of their growing populations.

Ministers are girding for lean
times. “In late 2008, I think OPEC ex-
pected things to get better by sum-
mer [2009], but that may not be the
case. This year will be difficult for
OPEC,” Abdullah Bin Hamad Al At-
tiyah, oil minister of Qatar, said in a
telephone interview.

The Iranian government, ex-
pected to shave its 2009 budget by
about 3% compared with its 2008
budget, is set to raise gasoline

prices again in March by several
cents to make up for falling oil in-
come and to help plug a budget defi-
cit that may top $50 billion this
year.

The increase is unlikely to sit
well with Iranians used to having
among the world’s cheapest gas and
with inflation already above 20% in
the country. Some OPEC states are
weathering weaker crude prices
and the financial downturn reason-
ably well, for now.

Saudi Arabia, the world’s biggest
crude exporter, has amassed foreign-
exchange reserves and other assets

during the oil-price boom. But eco-
nomic activity is slowing rapidly in
the kingdom and other Gulf states;
governments are having to run bud-
get deficits to pay for social pro-
grams and a slew of development
projects has been put on hold.

James Reeve, a senior economist
at Samba Financial Group, a top
bank in the kingdom, says almost $8
billion in projects, such as new petro-
chemical and power plants, have
been canceled and another $31 bil-
lion have been put on hold in Saudi
Arabia alone.

For the Gulf area as a whole, just

over $200 billion in development
projects—sources of jobs and in-
come for governments—have been
put on hold, he says.

The International Monetary
Fund recently axed its 2009 eco-
nomic growth outlook for the six
Gulf Arab oil-exporting nations to
3.5% from 6.8% last year.

Other problems are lurking. Pro-
duction cuts at oil wells are also
hurting natural-gas output, since
they share production wells. This
could lead to bigger problems down
the road for power, plastics and fer-
tilizer production if the number of

well shut-ins grows.
There is also the question of

whether any announcements for
more production cuts will have cred-
ibility with oil traders. OPEC mem-
bers, which pump four in 10 barrels
consumed globally daily, have com-
plied with about 75% of the 4.2 mil-
lion barrels a day in cuts already an-
nounced, according to various ana-
lyst estimates.

Full compliance will be required
before the market believes OPEC
members will take another chop at
production at the cost of more oil in-
come.

$800 billion

Notes: Adjusted for inflation; Figures before 1994 
don’t include Angola or Ecuador

Source: U.S. Energy Information Agency

Plummeting revenue
OPEC's receipts from oil exports
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Alternative to job cuts: furloughs
Mandatory hiatus
carries downsides
for firms, employees

By Dana Mattioli

And Sara Murray

Temporary layoffs, once con-
fined to blue-collar workers, are hit-
ting white-collar culture as employ-
ers dig deep to cut costs.

More companies are instituting
these short-term hiatuses, called
furloughs, as a humane alternative
to permanent job cuts. But the
spread of furloughs to new sectors—
and a new class of workers—has cre-
ated a host of issues for both employ-
ers and workers.

“The places that are now explor-

ing this or discussing this are not in-
dustries where it’s traditional,” said
Joel Cutcher-Gershenfeld, dean of
the School of Labor and Employ-
ment Relations at the University of
Illinois, Urbana-Champaign. “I
think a lot of (human-resources) of-
fices are sort of having to figure this
out. There isn’t a rule book that they
were given.”

Furloughs originated as periods
of temporary unemployment that
were a way of life for workers in up-
and-down industries such as con-
struction and auto assembly. Now
they’re happening in state govern-
ments and universities, publishing,
technology companies and even the
arts and entertainment industry. In
the past few months alone, the
states of California and Maryland,
Clemson University, Texas semicon-
ductor firm Spansion, Gulfstream

Aerospace, and publishing firms
like Media General and Gannett
have announced furloughs of pro-
fessional workers.

These required unpaid periods
let companies keep talented workers
by reducing hours instead of cutting
jobs. “The biggest issue our clients
face right now is regaining momen-
tum when business picks up, while
having to hire the fewest number of
newpeople,” says Fred Crandall,a se-
nior consultant for Watson Wyatt
Worldwide Inc. in Chicago. Mr. Cran-
dall says that’s the main reason more
employers are inquiring about fur-
loughs—especiallythoseinthefinan-
cial services and retail sectors.

A forthcoming Watson Wyatt sur-
vey of 245 large U.S. companies
found that 6% of respondents plan
mandatory furloughs over the next
12 months in reaction to the econ-

omy, with 11% having already imple-
mented one. The same survey found
that 9% will implement voluntary
furloughs, with 10% already making
the change. Many are taking these
actions for the first time.

That’s the case for Arizona State
University. Never before in its
114-year history has the school used
furloughs. The state-funded univer-
sity’s budget was cut by $88 million
this fiscal year, forcing the school to
furlough staff between nine and 15
days by the end of June. Matt McEl-
rath, chief human-resources officer
for the 67,000-student college, says
the measure will save approxi-
mately $25 million. “Had we not
done this, we would have had to lay
off about 1,000 administrative per-
sonnel,” explains Mr. McElrath.

But furloughs have drawbacks.
In extreme budget situations, fur-

loughs may end up punishing a large
group of employees without ulti-
mately preventing layoffs later on.

Winnebago Industries Inc., for
example, is requiring all salaried em-
ployees to take a week-long furlough
during their second quarter. The
move will save the company between
$800,000 and $850,000, according
to Chief Executive Bob Olson, who
will also take a week off.

In some cases furloughs can feel
as if they go too far, especially when
they seem to be punishing the high-
est-paid workers. The University
System of Maryland took a scaled ap-
proach, by forcing more than 20,000
employees to take up to six days off
based on their salary—a move that
protects the lowest on the pay scale,
but one administrators say could dis-
enfranchise high-performers.

“You’ve got very talented, dedi-
cated people who work long hours
and here you’re asking them to basi-
cally give up several days worth of
salary,” said System Chancellor Wil-
liam Kirwan. “To ask a Nobel Prize
winner to take a furlough day is not
a very comfortable feeling.”

CAREER JOURNAL

By Erica Herrero-Martinez

LONDON—Financial Times
Group, a unit of British publisher
Pearson PLC, said Monday it plans
to reduce staffing costs by offering
employees the option of working a
shortened week in the summer and
extending their annual leave.

The move from the publisher of
the Financial Times newspaper is
part of its efforts to respond “posi-
tively to the changing market,” an
FT spokesman said.

“We’re giving staff three op-
tions, which are all voluntary,” the
spokesman said. “The first is ex-
tended annual leave receiving 30%
of pay, the other is to work a three-
or four-day week between June and
August and the third is the option to
buy up to seven days’ annual leave.”

The spokesman declined to com-
ment on the amount the company
plans to save by introducing these
measures. Last month the FT said it
was cutting as many as 80 jobs,
amid a focus on cost-cutting across
the British news and publishing sec-
tor, which has been hurt by the ad-
vertising slump.

Pearson said last month that the
company as a whole had largely
bucked the economic downturn so
far and its 2008 earnings will beat
market expectations. The company
said it saw difficult conditions in
some markets, including its school-
publishing operations in the U.S.
and advertising at the FT, but all
units achieved or exceeded its own
forecasts for 2008.

Financial Times
aims to reduce
staffing costs
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Out-of-court
bridge loans
Government would pump 
as much as $30 billion in 
bridge loans into GM and 
enforce strict 
restructuring 
timetables, including 
debt-reduction and 
labor-concession 
demands

At least

$27 billion
$6 billion  
At least

24 months

Prepackaged 
bankruptcy
GM would agree on 
critical elements of 
restructuring, including 
bond exchange and labor 
deal, before filing for 
bankruptcy protection.

$45 billion
$9 billion

60–65 days

Cram-down 
bankruptcy
GM would take more 
aggressive action, 
forcing a larger 
conversion of debt to 
equity and potentially 
forcing unilateral labor 
changes

$46 billion–$55 billion

$11 billion–$15 billion 

90 days

Traditional
Chapter 11
This option allows GM 
to take the most 
comprehensive action, 
including substantial 
asset dispositions and 
balance-sheet makeover

$71 billion–$86 billion

$15 billion–$17 billion

18–24 months

Forks in the road | GM has presented four restructuring options to the government.

TIME TO 
COMPLETE
PLAN

SCENARIO

U.S.

NON-U.S.

FINANCING

Worker installing a tire at the GM auto assembly plant in Arlington, Texas, earlier this month. Source: GM’s recovery plan

By Jeff Bennett

Ford Motor Co. said Monday it
has reached a tentative deal over
unionized retiree health benefits,
increasing the chances that Gen-
eral Motors Corp. and Chrysler
LLC can secure their own conces-
sions.

United Auto Workers President
Ron Gettelfinger announced the re-
vised pact following other changes
to work rules reached with the
three Detroit auto makers last
week.

Ford, which faces $13.6 billion
in legacy health costs, said up to
half of its future payments to a re-
tiree fund could be made in stock
rather than cash under the terms
of the pact.

The proposed terms mirror

those contained in the federal loan
guarantees extended to GM and
Chrysler, which the auto makers
have to meet by March 31. Ford has
not sought U.S. government aid.

All three U.S. auto makers
reached deals in 2007 to transfer
legacy health costs into trust funds
known as Voluntary Employee Ben-
eficiary Associations, or Vebas,
which they have funded with cash.
Those payments have added to a li-
quidity drain that has weakened
their competitive position versus
overseas auto makers.

“We will consider each payment
when it is due and use our discre-
tion in determining whether cash
or stock makes sense at the time,
balancing our liquidity needs and
preserving shareholder value,”
Ford said Monday.

GM and Chrysler were not imme-
diately available for comment.

Renegotiating the health-care
obligations due to UAW members
and their spouses is a key part of
the restructuring plans presented
by GM and Chrysler to the U.S. gov-
ernment last week as part of sur-
vival strategies aimed at keeping
both out of bankruptcy protection.

The pact will likely set a bench-
mark for talks with GM — which
owes $20 billion to its Veba — and
Chrysler. The UAW will provide fur-
ther details on the Ford plan to lo-
cal leaders this week. It is also sub-
ject to member and court approval.

GM bondholders will be scruti-
nizing any deal reached with the
UAW after some complained last
week that they were being asked
for an overly large sacrifice.

By Jeffrey McCracken

And John D. Stoll

Outside advisers to the U.S. Trea-
sury have started lining up the largest
bankruptcy loan ever, talking with
banks and other lenders about at least
$40 billion in financing for General
Motors Corp. and Chrysler LLC, in
case the two auto makers need it, said
several people familiar with the mat-
ter.

While acknowledging the grim-
ness of the task, administration offi-
cials involved in the auto talks said
theyare trying to find away to restruc-
ture the two companies without re-
sorting to bankruptcy proceedings.
They stressed the latest efforts were
“due diligence” on the part of the gov-
ernment advisers, and that bank-
ruptcy financing may not be neces-
sary.

Still, people involved in talks with
senior Obama administration offi-
cials said that the administration be-
lieves that the option of Chapter 11 fil-
ings by the two auto makers needs to
be seriously considered.

“Everything is on the table right
now,” a person involved in the matter
said, adding that President Barack
Obama doesn’t want to see more mas-
sive job losses in the auto industry.
His administration also doesn’t want
to anger the United Auto Workers by
appearing to push for bankruptcy,
this person added.

The initial discussions call for pri-
vate banks to provide the financing—
known as a debtor-in-possession, or
DIP, loan—with the government guar-
anteeing or backstopping the loan. In
this scenario, some of the financing
wouldbe used to pay back the$17.4bil-
lion the government lent GM and
Chrysler late last year.

Treasury advisers are handling
the effort and keeping GM and
Chrysler informed of the steps
through back-door channels, said the
people familiar with the matter. The
interplay between the government,
auto makers and the markets is prov-
ing to be complicated.

Lenders are reluctant to commit
funding to GM or Chrysler for several
reasons—mostly concern they won’t
get all their money back. Recently, the
government advisers have begun ag-
gressively courting big lenders Citi-
group Inc. and J.P. Morgan Chase &
Co.—themselves government-aid re-

cipients—to participate in any bank-
ruptcy financing, said people familiar
with the matter.

The government advisers also are
looking at ways the Treasury could
“prime” other banks making DIP
loans, so the government could be
paid back before private creditors.
Banks are deeply resistant to such
steps. Both GM and Chrysler insist
they can avoid bankruptcy, warning
that option could cost the govern-
ment as much as $125 billion in rescue
financing. Bankruptcy experts say the
sum isn’t likely to be that high.

Even so, the estimated total of $40
billion in DIP financing GM and
Chrysler would need would be five
times as large as the previous record
for such financing, which is used to
fundday-to-dayoperationswhile com-
panies sort out their debt. To fill such
a large hole, Treasury’s advisers are
trying to corral as many as 70 lenders
to participate in what is now infor-
mally called the “bank steering com-
mittee.”

The advisers are sounding out
banks about loan terms based on a
government backstop, figuring out
what interest rate the private market
would accept and what covenants or
restrictions lenders would expect.

At a news conference last Tuesday,
GM Chairman and Chief Executive

Rick Wagoner, once a fierce opponent
of even talking about a bankruptcy fil-
ing in public, said GM could engage in
talks soon with the government on
how to fund a stay in bankruptcy
court. “We haven’t had extensive dis-
cussions yet with the government on
DIP financing,” he said.

DIP loans are usually viewed as
among the safest loans be-
cause those lenders typi-
cally get paid before other
creditors. However, that cor-
ner of the lending market
froze up late last year and
has only recently begun to
thaw.

Interest rates for bank-
ruptcy financing have
spiked in recent months,
more than doubling from a
year ago. In 2006 and 2007,
the rate on the average DIP
loan was the London interbank of-
fered rate plus about 4 to 4.5 percent-
age points. Last year, the rate on the
average DIP loan jumped to Libor plus
6.1 points, and rose throughout the
year. A backstop by the federal govern-
ment, however, probably would make
such a loan less expensive.

Bankruptcy experts say that ab-
sent government support, lenders
wouldn’t step in to aid GM and
Chrysler, given the proposed size of

the loan and the tightness of credit
markets. Most likely, the bankruptcy
loan would roll up—or pay off—the
$17.4 billion the government has so
far lent the two auto makers. It might
also pay off some other debt, includ-
ing a senior bank facility.

Advising the Treasury on the GM-
Chrysler situation are law firms Cad-

walader, Wickersham &
Taft LLP and Sonnenschein
Nath & Rosenthal LLP, and
the New York investment-
banking firm of Rothschild
Inc.

Cadwalader attorneys,
who are in charge of advis-
ing the government on DIP
lending and other matters,
declined to comment. A
spokeswoman for Sonnen-
schein declined to comment.
Rothschild didn’t return

phone calls seeking comment.
In earlyJanuary,Cadwalader bank-

ruptcy attorney Deryck Palmer
helped line up $8 billion in DIP financ-
ing for chemical company Lydondell
Basell, the current record for such a
loan.

So far, GM has received $13.4 bil-
lion in federal loans, The viability plan
it submitted to the government last
week said the company needs a total
of $30 billion in aid, or $16.6 billion

more than it has already gotten. GM
also said it needs at least $7.7 billion in
loans from the Department of Energy
to develop fuel-efficient technology.

Chrysler has received $4 billion in
government loans and said it needs $5
billion more. It said it would need $24
billion in financing if the company
were to seek bankruptcy protection.

GM said it might need as much as
$100 billion in financing from the gov-
ernment if it were to go through the
conventional bankruptcy process.
GM’s $100 billion estimate stems
from the belief that it would suffer
“catastrophic revenue reduction im-
pact” in a prolonged conventional
Chapter 11 process, as it would expect
to sustain as much as an 80% decline
in sales after a bankruptcy filing. GM
would need financing not only so it
could weather the storm, but also to
help its suppliers and dealers survive.

Mr. Wagoner, the GM CEO, said the
bankruptcy scenarios are “risky” and
“costly,” andwouldonly be pursuedas
a last resort. “We haven’t had exten-
sive discussions yet with the govern-
menton DIPfinancing,”he said.“They
asked us to put together and address
thetopic.We’vedonethatin[GM’svia-
bility plan], so I suspect we may enter
into those discussions.”
 —Neil King Jr.

contributed to this article.

Bankruptcy loans sought for car makers
Chapter 11 contingency financing of at least $40 billion is needed if other options don’t pan out for GM, Chrysler

Ford reaches deal with UAW on retiree health benefits
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Rick Wagoner

Ford has been cutting jobs around the world, including at this factory in Southampton,
U.K., but the legacy health costs in the U.S. have been a major burden.
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Defibrillators issue divides hotel industry
Some resist having
device amid worries
of potential liability

Firms offer furloughs
as an alternative to
job cuts. Page 26

Web video audience:
older than you think
WSJ.com/Tech

As “Slumdog Millionaire” took
home eight Academy Awards, in-
cluding best picture and best direc-
tor, many Indians rejoiced in its suc-
cess amid hopes that movie talent
they have long taken pride in may
now be more widely appreciated
world-wide.

While few in Dharavi, the sprawl-
ing Mumbai slum where much of the
film was shot, had seen the Oscar
awards show or the actual film,
most were happy their neighbor-
hood—as well as Indian talent—
were at last getting some interna-
tional attention.

“Our Dharavi is now famous in
the whole of the world,” said S.G.
James, a contractor who lives in a
two-story home next to a railroad in
Dharavi. “Of this, we are proud.”

Middle-class Indians from
posher neighborhoods also wel-
comed the awards. “I’m thrilled, and
I think it shows how much the rest of
the world is interested in India,”
said Sonam Sethi, a 21-year-old mar-

keting student in New Delhi, while
shopping in the upscale Greater Kail-
ash market.

On the red carpet in Hollywood,
Indian actress Freida Pinto, who
stars in the movie as the main char-
acter’s love interest, smiled when
asked in an interview with Indian
television channel NDTV how she

felt about the movie’s overwhelm-
ing success. “I never, never, never
imagined something like this could
happen,” she said.

Indians long have considered In-
dian music composer A.R. Rahman
as a world-class artist on par with
any in Hollywood. So his award for
best original score had particular

resonance among film buffs here.
Certainly, many Indians have

been reluctant to claim the film,
which stars a British Indian actor
and was directed by a British direc-
tor, as their own. Also, protesters
have rallied against the use of “Slum-
dog” in the movie’s name as deroga-
tory against slum dwellers. In late
January, a Mumbai-based welfare
group for slum dwellers organized
protests outside the home of Anil
Kapoor, an Indian actor in the film.
The protestors held signs reading “I
am not a dog” and “Poverty for Sale.”

“We have a dog’s life but we are
not dogs,” agreed Mr. James from
Dharavi, who said he was opposed
to the film until he found out it was
about overcoming the stigma at-
tached to being from the slums.
“Maybe now something will be done
for the slum people.”

Mr. James has overcome many of
the hurdles depicted in the film: pov-
erty, homelessness and riots. His
sons are educated and live in the sub-
urbs, but he plans never to leave, he
says. After more than 30 years in
Dharavi, he says he doesn’t even
hear the trains every 15 minutes.

On the streets of the slum, one lo-
cal politician, former Member of Par-
liament Sanjay Nirupam, staged an
impromptu celebration on news of
the film’s awards, lighting firecrack-
ers and handing out sweets. He told
almost 100 people gathered that
“Slumdog Millionaire” could bring
more money to the neighborhood as
the World Bank and the Interna-
tional Monetary Fund would want
to invest in the vibrant area.

“The slum dwellers should not
be called slumdogs, they should be
called slumlions,” he told the crowd.

Not everyone was so optimistic.
Kiran Jaiswal, 21, said she could
never afford to go to a movie and
wouldn’t understand one in English,
anyway. Sitting on the ground with
her mother and grandmother next
to the fetid pool used for one of the
scenes in the movie, she said her
neighborhood needs schools and
jobs, not rags-to-riches dreams.

“If they can spend all this money
on a movie, why can’t they take care
of the children?” she asked as she
combed her long black hair. “No one
taught us how to speak English like
those guys in the movie.”

By Scott McCartney

I
F YOUR heart decides to
check out suddenly, you may
not want to be at a hotel. Auto-
mated External Defibrillators
are now required equipment

on commercial airliners and have
saved lives at airports, casinos,
health clubs and many public build-
ings. But hotels have resisted install-
ing them, citing potential liability is-
sues.

Global Hyatt Corp. says just
roughly 20% of its properties have

AEDs and the num-
ber is increasing.
Choice Hotels In-
ternational Inc.
says “very few” of

its hotels are equipped. InterConti-
nental Hotels Group PLC says it
doesn’t require its hotels to have
AEDs “but the matter is currently un-
der review,” a spokeswoman says.

Marriott International Inc., Hil-
ton Hotels Corp., Best Western In-
ternational Inc. all decline to say
how many of their hotels have the
laptop-sized devices that can auto-
matically restart a heart after sud-
den cardiac arrest.

Expedia Inc. says of the 53,000
hotels that can extensively spell out
their amenities on its site, about
7,000 hotels, or 13%, list “medical as-
sistance available,” which can in-
clude an AED or other services.

“At a five-star hotel, are they re-
ally givingthe best service they can to
their guests if they don’t have an
AED?”askedMaureenO’Connor,pub-
lic-access defibrillation program
managerin SanDiego,where acounty
program to push AED installation has
run into resistance from hotels.

Hotels worry that if they have
the devices, which cost about
$1,200 to $2,000 each, they could be
sued for failing to have enough
units, failing to put them in the right
places, or failing to replace batter-
ies or maintain them properly.

Another concern: Hotel worker
training. “Our goal is to make sure
guests in medical distress are
treated by trained personnel, such
as EMTs or paramedics,” says a
spokesman for Marriott.

The American Hotel and Lodging
Association, the trade group for the
hotel industry, raised red flags in a
legal-issues briefing to members,
though it says it hasn’t taken an offi-
cial position. “This type of exposure
is known as the ‘no good deed goes
unpunished’ exposure,” the group
told its members. “None of those ar-
guments could be made if you had
no AED at all.”

Michael Caspino, an attorney spe-
cializing in lodging issues, says
many hotels worry that Good Samar-
itan laws, which provide legal pro-
tection for people making a good-
faith effort to render assistance,
aren’t adequate. Further, they don’t
want the cost to defend a lawsuit,
even if it gets thrown out. “Courts
have typically held there is not a
duty to have an AED,” he said.

AED advocates and hotel indus-
try officials agree that rarely, if ever,

have hotels been found liable for a
death when an AED was present
(though some cases may have been
settled and even cases that get
thrown out of court can be expen-
sive to defend). Hotels don’t face
any greater liability risk than other
public buildings that have AEDs. But
the fear of potential liability, as well
as apprehension over the cost to pur-
chase and maintain AEDs, has been
widespread in the hotel industry.

AED advocates like the American
Heart Association say existing state
and federal Good Samaritan laws
protect businesses. They say the
units are extremely easy to use be-
cause they give out detailed instruc-
tions once they are turned on.

The Sudden Cardiac Arrest Asso-
ciation wrote to seven major hotel
chains last fall asking for each com-
pany’s policies and guidelines on
AEDs, but got no response, execu-
tive director Chris Chiames said.
He’d like to see meeting planners,
corporate travel managers and trav-
elers choose AED-equipped hotels,
and suggests that hotels that have
them add signs spelling out the loca-
tion of AEDs.

Medical research shows that
waiting for paramedics can spell
death for victims of cardiac arrest. If
a heart can be restarted within six to
10 minutes, survival chances are
good, doctors say.

A 2004 study published in the
New England Journal of Medicine
foundthatpublic accessto AEDsdou-
bled the chances of survival in car-
diac arrest cases. “Surviving or suc-
cumbing to cardiac arrest is deter-
mined by what happens at the scene
of the collapse,” said Dr. Arthur

Kellermann, professor of emergency
medicine at Emory University.

Several hotels that have in-
stalled AEDs have seen dramatic re-
sults. At the Sheraton San Diego Ho-
tel and Marina, six of seven people
who suffered sudden cardiac arrest
have been saved with AEDs, accord-
ing to Ms. O’Connor, whose program
has installed about 4,000 AEDs that
have saved 57 lives.

The San Diego program found
that 74% of cardiac arrest victims
who received AED treatment sur-
vived, while only 4% survived wait-
ing for paramedics without AED
use, she said. Still, only 16 hotels
have installed AEDs through the pro-
gram.

The Omni William Penn Hotel
was glad to have an AED when a
worker collapsed in sudden cardiac
arrest at a 2007 wedding reception
in a 17th floor banquet hall. While ho-

tel officials radioed to the lobby to
have the AED sent upstairs, the
groom and the best man—both car-
diologists—started CPR. The AED
shocked the man four times and re-
started his heart, and he was back at
work in two weeks.

“I know the importance of that
piece of equipment to save lives.
We’re all for it,” said John Scanga,
the hotel’s director of security.
Since the episode, the hotel in-
stalled a second unit and now “we’re
trying to get another one for our fit-
ness center,” he said.

For travelers, the only way to
know whether a hotel has an AED is
to ask. The information isn’t avail-
able on hotel reservation or booking
sites, even though detailed informa-
tion about room service, pet poli-
cies, and other amenities are listed.

Orbitz Worldwide Inc. says it
would like to make it possible for
consumers to search hotels for AED
availability, “but hotels have to first
make that information uniformly
available,” a spokesman said.

The Interactive Travel Services
Association, which represents on-
line booking firms like Orbitz, says
it has asked the hotel industry to
make the information available, but
it hasn’t happened yet. “A lot of peo-
ple would want to know that infor-
mation and hopefully hotels will be
able to provide it,” said Arthur Sack-
ler, director of the ITSA.

Doctors say hotels don’t need to
put AEDs on sleeping floors since
guests who suffer cardiac arrest in
rooms often aren’t discovered in
time. But, AEDs in lobbies, meeting
rooms, banquet halls and fitness cen-
ters could make a difference.

Irving Azoff wants to be a music power-
house. Being artist manager and concert
promoter don’t always align. Pages 12-13

‘Slumdog’ success earns mixed reviews in Mumbai
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Defibrillators can automatically restart
a heart after sudden cardiac arrest.

THE MIDDLE
SEAT

By Niraj Sheth in New Delhi
and Eric Bellman in Mumbai

‘Slumdog Millionaire’ won the Academy Award for best picture, plus seven other
awards Sunday. The film’s actors, from left, Anil Kapoor, Dev Patel and Freida Pinto.
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Japan aspires to be tourist mecca for wealthy
By Miho Inada

TOKYO—Japan’s newly formed
tourism agency has an ambitious
goal: branding the country as a pre-
mier travel destination for the
world’s wealthy.

Japan formed the agency in Octo-
ber as part of a big push to nurture

its tourism indus-
try. A few weeks
later, it invited 23

travel agencies from various coun-
tries to a conference called the Ja-
pan Luxury Travel Forum, promot-
ing its most extravagant hotels and
exclusive getaway spots, which gov-
ernment officials are hoping will en-
tice the more affluent traveler.

The event featured a trip, spon-
sored by two dozen Japanese compa-
nies, such as Japan Airlines, that in-
cluded a visit to Kanazawa, a small,
historic city in northern Japan that
is famous for its castle and hot
springs. The group also saw a dem-
onstration of the Japanese art of
makie, or gold lacquer, which has
been handed down from generation
to generation for 1,300 years.

In another move to reach out to
the affluent, the Japan Tourism
Agency plans to place ads in luxury
travel magazines and on high-end
travel Web sites like Virtuoso.com.

The efforts are part of the na-
tion’s campaign to boost its overall
number of foreign tourists. Since

2003, Japan has spent 3 billion yen
($32 million) a year to advertise Ja-
pan’s wide-ranging attractions. The
investment paid off until recently,
with the number of foreign visitors
reaching 8.4 million in 2008, up
roughly 75% from 2000.

But the global economic down-
turn, combined with last year’s
sharp rise in the yen, which makes
prices in Japan more expensive for

foreigners, put a damper on the
growth trend.

“We felt we should target people
whose plans aren’t affected by the
economic situation,” who are likely
to be more affluent travelers, says
Daisuke Idesawa, an official of the
Japan Tourism Agency’s division
that promotes international tour-
ism. “Up until now, we’ve been focus-
ing on increasing the number.”

Amid a resurgence in foreign in-
terest in Japanese food and culture
in recent years, officials bet that
more-affluent travelers would visit
Japan if they stepped up promotion.

But challenges remain. Takeharu
Jofuku, a government official in
charge of last year’s travel forum,
says wealthy travelers tend to be at-
tracted not only to exclusive spots
but also to “extraordinary” experi-
ences, such as a tea ceremony by a
Japanese tea master. “They find
value in something that is impossible
for ordinary people to do,” he says.

But Japan’s tourism industry,
which has long been used to orga-
nizing big group tours, isn’t ade-
quately equipped to cater to such re-
quests, he says. Language may also
be a problem. Even the most up-
scale Japanese-style inns, called ry-
okan, rarely have English-speaking
staff on hand.

Still, some in the industry say
that if the effort is successful, tour-
ism may help revive local economies
that have been hit hard by Japan’s re-
cession and have few other indus-
tries to rely on. What’s more, if
wealthy foreigners start flocking to
the country’s more exclusive areas,
trend-conscious Japanese, who are
“poor at finding Japan’s beauty on
their own,” may follow suit, says
Fumiko Kinoshita, who specializes
in promoting regional tourism at
Japanese ad agency Hakuhodo Inc.

By David Pearson

PARIS—In the face of the worst
auto-industry downturn in decades,
France’s car makers are stepping up
production of some models to meet
rising demand reflecting govern-
ment incentives to scrap old vehicles.

But while the increased de-
mand is good news for car makers,
it could prove to be little more
than a short-term spike as motor-
ists simply buy now rather than
later. Also, the growing demand is
for small cars, which typically
have lower profit margins for man-
ufacturers, and production re-
mains significantly below year-
ago levels.

French auto maker PSA Peu-
geot-Citroën SA has told the 6,000
employees at its plant at Poissy,
outside Paris, that production of
the Peugeot 207 minicar—France’s
hottest-selling car in January—
will be raised to 900 a day by April
1 from 550 at present.

The company has abandoned
plans to cut the third shift at
Poissy and has to bring in some
400 assembly-line workers from
two other plants to make up for the
depleted head count.

French car makers slammed the
brakes on production at the end of
last year, when sales nose-dived as
fearful consumers cut back amid re-
ports of collapsing economic activity.

But the introduction of cash incen-
tives of up to Œ2,500, or about $3,200,
for car owners in France, Germany, It-
aly and Spain to scrap older vehicles
and buy cleaner, fuel-efficient models
seems to be having the desired effect
of reviving demand, executives said.

German car maker Opel, a unit of
General Motors Corp., Monday said
it is having its best sales month in Ger-
many in the past five years. The com-
pany expects to sell more than
40,000 vehicles in the country in Feb-
ruary, partly thanks to the govern-
ment incentives.

Peugeot-Citroën’s order intake
from Germany is running nearly 40%
above the company’s sales projection
drafted before the incentives were in-
troduced in December, a spokesman
said, and these orders will feed into
production in coming weeks.

French rival Renault SA also is
gearing up production to meet de-
mand for small cars such as its
Twingo, Clio and Modus models, and
is seeing good sales of the Sandero
and Logan low-budget cars made by
Romanian subsidiary Dacia.

Orders for Renault’s small cars in
Germany have doubled thanks to the
incentive there, while orders for Da-
cia’s Sanderos and Logans have risen
sixfold, a Renault spokesman said.

Eric Nicolas, executive vice presi-
dent for finance and administration
at Nissan Motor Co.’s European oper-
ations, said last week that the compa-
ny’s German subsidiary has passed
on an urgent order for 2,000 Nissan
Micra minicars that are made in
Northeast England. Renault owns a
44% stake in Nissan.

Deutsche Bank analysts estimate
that the German plan will likely in-
crease 2009 sales by between
300,000 and 400,000 vehicles, while
France’s Œ1,000 offer will add be-
tween 100,000 and 200,000 cars. Ita-
ly’s incentive of up to Œ700 could
boost sales by 100,000.

François Roudier, spokesman
for the French auto makers associa-
tion, said the French incentives are
generating between 700 and 1,000
car sales daily. Customers have to
wait two months for Clios they
have ordered.

Auto-industry executives in the
U.K. are clamoring for the introduc-
tion of a similar plan to boost Brit-
ish car sales. Car production in the
U.K. slumped 58% in January from a
year earlier.

Industry analysts point out,
however, that previous experience
has shown that government-initi-
ated incentives offer only short-
term relief, as they simply bring
forward sales that would have hap-
pened anyway.
 —Erin Fines in Frankfurt

contributed to this article.

Auto demand climbs in France
Analysts fear gains,
fueled by incentives,
will prove temporary

ADVERTISING

A celebration of cracking open the lid of a sake cask during ‘Japan Night’ at the
Luxury Travel Market in Cannes, France, in December 2007.

CORPORATE NEWS

Renault is seeing good sales of low-budget cars made by Romanian subsidiary Dacia. Cars rolled off a Dacia line Monday.
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By John Murphy

And Yoshio Takahashi

TOKYO—Honda Motor Co.
tapped Takanobu Ito, a senior man-
aging director with a long career in
research and development, to be
president and chief executive as Ja-
pan’s second-largest auto maker
looks for new, younger leadership to
lift it out of a global sales slump.

Mr. Ito, 55 years old, will succeed
president and CEO Takeo Fukui, 64,
who will step down after six years at
the helm. Mr. Fukui will continue as
an adviser and member of the
board, Honda said Monday. The
change will take effect at the compa-
ny’s annual meeting in June, pend-
ing approval by the board.

Mr. Ito will lead the company dur-
ing a tumultuous time in the global
auto industry as top car makers
scramble to slash production, lay off
workers and make other cost cuts as
sales in the U.S., Europe, Japan and
other key markets crumble.

Mr. Ito said he is clearly aware of
the challenges before him. “It’s go-
ing to be tough,” he said.

Still, Honda has fared better
than its main rivals, Toyota Motor
Corp. and Nissan Motor Co., which
are projecting huge net losses for
the fiscal year ending in March.
Thanks to strong sales of its motor-
cycles in Asia and South America,
Honda expects to post a modest net
profit of 80 billion yen ($860 mil-
lion) for the period, down 87% from
last year.

Honda follows Toyota and
Mazda Motor Corp. in handing over
management responsibilities to
new top executives in hopes of bold
overhauls to weather the tough busi-
ness environment.

Toyota last month said it ap-
pointed Akio Toyoda, grandson of
the company’s founder, as presi-
dent. On Monday, Toyota made
more management announcements,
including the retirement of Mitsuo
Kinoshita, an executive vice presi-
dent. Mr. Kinoshita, 63, was the pri-
mary architect of Toyota’s global ex-
pansion and once considered a can-
didate for the top job. Mazda in No-
vember tapped Takashi Yamauchi
as its president and chief executive.

Mr. Fukui—who oversaw Hon-
da’s push into emerging markets, in-
vestment in the jet-airplane busi-
ness and the development of the
new Honda Insight hybrid car—was
looking for a new, younger leader
for the company as the car industry
enters a slump, a Honda spokesman
said. Mr. Ito long has been viewed as
one of Honda’s rising stars.

Asked at a news conference Mon-
day to describe his successor, Mr.
Fukui said, “I would say ‘tough,’ in a
word.”

After beginning his career as an
engineer focusing on chassis de-
sign in 1978, Mr. Ito was in charge
of developing the aluminum body
frame of the NSX sports car and
worked on several compact sedans
during the 1990s. From 1998 to
2000, he was executive vice presi-
dent of Honda’s research-and-de-
velopment operations in the U.S.,
where he helped develop the up-
scale Acura brand’s first sport-util-
ity vehicle, the MDX.

He also took charge of research-
and-development operations in Ja-
pan and in 2005 became general
manager of a Honda factory in Ja-
pan. In 2007, he was named Honda’s
chief operating officer of automo-
bile operations.

Honda selects
company veteran
as chief executive
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As funding vanishes, funds of funds adjust
Scandals, declines
prompt movement
to empower investors

By David Walker

Investors in funds of hedge
funds, spooked by tumbling mar-
kets and allegations of fraud, last
year drained the industry of about
one-tenth of its assets.

A lot more is expected to go the
same way this year. That has ignited
debate about the future of the
$600 billion fund-of-hedge-funds in-
dustry, which claims it offers inves-
tors greater diversification by in-
vesting in a range of well-run hedge
funds.

Even proponents of funds of
funds say the industry, whose man-
agers allocate 40% of the $1.4 tril-
lion invested in hedge funds, will
have to give more power to inves-
tors. There is also expected to be
wider use of managed accounts,
which are structures that give inves-
tors greater say in how their money
is run. Investors also will insist on
better due diligence following re-
cent allegations that many man-
agers have been swindled.

Open-ended funds of funds,
which numbered about 2,400 glo-
bally at the end of 2008, lost an aver-
age of 21% last year, according to

Hedge Fund Research, a data pro-
vider. That was their worst perform-
ance since at least 1990, when
Hedge Fund Research began collat-
ing data. The MSCI World Index of
global shares, by contrast, fell by
42%. Listed funds of funds posted
similar declines, according to bro-
kers Winterflood Securities.

Although funds of funds on aver-
age declined much less than the over-
all market, such funds had been
pitched to investors as a way to make
gains even in a down market. The
funds’ managers also maintained
that they could spot good managers
and avoid bad ones. But even promi-
nent fund-of-funds operations at
Man Group PLC and Union Bancaire
Privée failed to spot the alleged
$50 billion fraud by Bernard Madoff.

“It is difficult in many instances
to identify any added value from
fund-of-hedge-funds providers,”
said Andrew Kirton, global head of
Mercer Investment Consulting.

Investors responded by pulling a
record $41 billion from open-ended
funds of hedge funds. This, plus mar-
ket-related losses, reduced the in-
dustry’s assets by 26% and elimi-
nated about 100 funds. Meanwhile,
listed funds of hedge funds are fight-
ing for their lives. Four, which hold
43% of the sector’s assets, face share-
holder ballots on their futures after
gaps between their share prices and
asset prices were too wide for too
long. Among them is the £806 mil-

lion ($1.16 billion) Dexion Absolute
Ltd. fund, the largest of its peers.

Investor sentiment augurs badly.
When CMA Global Hedge PCC Ltd.
said in October it would be willing to
buy back some of its shares, 84% of
investors by value tried to take it up
on its offer. Stephen Smith, manag-
ing director of funds and alternative
solutions at Credit Suisse, predicts
the fund-of-funds market will con-
solidate to four or five large opera-
tions. Today, more than 85% of
funds of funds have less than $500
million in assets. “At that size, it is
simply not possible to spend the dol-
lars you need to do the due diligence
on funds,” he said. His own division

spent $35 million evaluating man-
agers and their portfolios for funds
of funds last year.

Mr. Smith said not all investors
wanted to invest directly in a range
of individual funds, leaving a market
for fund-of-funds managers. “If you
get full insight into a hedge fund
with all the data, you have a respon-
sibility to understand it and act on
it. Not every investor wants that,”
he said. He foresees new types of
products emerging where investors
can veto investments in individual
hedge funds. “Investors will want to
be more involved in choosing funds
[and] not cede all the discretion to
the manager,” he said.

One fund-of-hedge-funds man-
ager said his firm was sending due-
diligence teams back to hedge funds
that the firm had already invested in
to ensure they had not missed any-
thing untoward before the firm put
money with the managers in the first
place. “Funds of funds are having to
show how extensive their due dili-
gence is, and that the industry won’t
be caught out by fraud,” he said.

Ronald Tannenbaum, founder of
fund administrator GlobeOp, said
many fund-of-funds managers are
considering setting up managed ac-
counts, where hedge-fund man-
agers essentially advise the fund of
funds that owns the account on
where to invest the money in it, but
don’t actually touch the cash. Many
managers have shunned such ar-
rangements in the past, partly be-
cause investors can impose their
own risk and investment limits, he
said. But if the account is con-
structed properly it is one way to
avoid manager fraud, as managers
wouldn’t have access to the funding.

GLG lures Goldman banker

Société Générale enters
the restructuring business

www.efinancialnews.com

Source: London Stock Exchange, Dexion Absolute, Financial News

Under water
The value of Dexion Capital's shares are less than the assets that the fund 
holds. The premium/discount to net asset value of Dexion capital

’092008
J F M A M J J A S O N D J

-50

-40

-30

-20

-10

0 0

10%

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the Financial
NewsWebsite (www.efinancialnews.
com) and Financial News weekly
newspaper.

By Radi Khasawneh

and Harry Wilson

Asset manager GLG Partners LP
has hired the Goldman Sachs Group
Inc. banker responsible for helping
develop the U.S. bank’s relations
with some of the Middle East’s larg-
est wealth funds.

Youssef Kabbaj, who has been
Goldman’s Dubai-based head of stra-
tegic coverage for the Middle East
and North Africa, is to join GLG to
build the firm’s links with large insti-
tutions based in the region, accord-
ing to people familiar with the situa-
tion. Goldman Sachs and GLG de-
clined to comment.

Mr. Kabbaj’s move comes seven
months after GLG hired one of Gold-
man Sachs’ top proprietary traders,
Driss Ben-Brahim, to head its macro
trading operation as well as the GLG
Emerging Markets Special Situa-
tions fund.

Goldman Sachs, meanwhile, has
recalled Alasdair Warren, one of its
most senior bankers based in the
Middle East, to London a year after
sending him to run its financing busi-
ness in the region. Mr. Warren was
one of many senior bankers sent to
the Middle East last year as devel-
oped markets were hit by the global
financial crisis. Gulf markets have
since been badly hit as well.

By Harry Wilson

Société Générale SA has become
the latest bank to move into the lu-
crative restructuring business, with
the formation of a debt-restructur-
ing and advisory team within its glo-
bal mergers-and-acquisitions opera-
tion.

Guillaume Dovillers, previously a
leveraged finance banker in Soc-
Gen’s New York office, will head the
business, which will bring together
staff from the French bank’s M&A, le-
veraged finance and financial spon-
sors coverage teams. He will report
to global head of M&A Michel Payan.

Mr. Dovillers joined SocGen in
1994 from management consultant
Anderson Consulting. He initially
worked in the leveraged finance

team before relocating to London in
1999 to work on transport and infra-
structure M&A. Two years later he
returned to leveraged finance be-
fore moving to New York to expand
the bank’s business in the U.S.

The restructuring team will
work for noninvestment-grade com-
panies requiring alternative finan-
cial structures, focusing on busi-
nesses going through a restructur-
ing process, those under a leveraged
buyout and private-equity firms in-
volved in deals involving distressed
assets.

Restructuring is seen as one of
the few growth areas for investment
banking, and several banks have
highlighted it in recent presenta-
tions to investors as an area of fo-
cus.
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Acciona SA

Endesa stake sale will cut
its debt load to $7.6 billion

Spanish energy and infrastruc-
ture company Acciona SA said its to-
tal debt after selling its 25% stake in
Endesa SA will fall to Œ5.92 billion
($7.6 billion) from Œ17.54 billion at the
end of the third quarter. That is equiv-
alent to 4.1 times its estimated 2009
earnings before interest, taxes, depre-
ciation and amortization, or Ebitda,
after the disposal of the Endesa
stake, said Juan Muro-Lara, manag-
ing director for corporate develop-
ment. At the end of the third quarter,
Acciona’s debt was equivalent to 6.1
times estimated 2009 Ebitda, includ-
ing the Endesa assets. Acciona on Sat-
urday announced a deal to sell its
Endesa stake to Italy’s Enel SpA for
Œ11.11 billion in cash and assets. Ac-
ciona has no plans to further reduce
its debt after the Endesa deal, he said.

Actelion Ltd.

Swiss drug maker Actelion Ltd.
said Monday it broadened its portfo-
lio to treat pulmonary hypertension
with the acquisition of a new, intrave-
nous formulation from U.S.-based
GeneraMedix Inc. Financial details
weren’t released. Actelion, which gen-
erates the bulk of its revenue with Tra-
cleer, a pill against pulmonary hyper-
tension, said it will be responsible for
development, registration and mar-
keting of the formulation epopros-
tenol sodium, starting with the U.S.
market. The GeneraMedix formula-
tion is applied intravenously and pro-
tected by patent applications. Pulmo-
nary hypertension is a rare blood-ves-
sel disorder of the lung. Actelion also
offers the pulmonary-hypertension
drug Ventavis, which patients inhale.

Campbell Soup Co.

Campbell Soup Co. reported a
15% decline in fiscal second-quarter
profit, hurt by the stronger dollar
and retailers’ inventory cutbacks.
The maker of Pepperidge Farm cook-
ies and V-8 juice, in addition to its
namesake soups, said overall vol-
ume in the quarter ended Feb. 1 fell
3%. Consumer-staples companies
like Campbell have been holding up
better than the makers of more dis-
cretionary products, as budget-
stressed consumers in the U.S. cook
at home more often. For its latest
quarter, the company reported net
income of $233 million, or 64 cents a
share, down from $274 million, or 71
cents a share, a year earlier. Sales
dropped 4.3% to $2.12 billion.

Fairfax Media Ltd.

Fairfax Media Ltd. booked a fiscal
first-half net loss of 365.3 million Aus-
tralian dollars (US$234.2 million) as
the Australian publishing and broad-
casting company joined many of its
international peers to write down as-
sets. The result for the six months
ended Dec. 28, which compares with
a net profit of A$196.0 million a year
earlier, includes a non-cash impair-
ment charge of A$447.5 million as
the group wrote down the carrying
values of its mastheads, licenses and
goodwill across all its businesses.
The result also included A$62.4 mil-
lion in restructuring and redundancy
charges after it laid off workers. Earn-
ings were also weighed down by a
slump in advertising. Revenue was
flat at A$1.44 billion.

Fresnillo PLC

Mexican silver miner Fresnillo
PLC reported an 11% drop in 2008 net
profit, hit by higher taxes. London-
listed Fresnillo said net profit fell to
$128 million from $143.5 million a
year earlier, as income-tax expenses
rose 53% to $114.6 million. Revenue
increased 11% to $720.5 million,
buoyed by precious-metal prices. Af-
ter the earnings release, shares in the
miner closed down 5.6% at 390 pence
($5.63) in London. Fresnillo said it
will rein in some project and explora-
tion costs during 2009 but would re-
main on the lookout for acquisitions
in a distressed sector. In December,
Fresnillo offered about $178.8 mil-
lion to acquire the 80% of MAG Silver
Corp. that it doesn’t already own, but
that deal stalled when MAG with-
drew from a valuation process.

Virgin Blue Holdings Ltd.

Australian airline Virgin Blue
Holdings Ltd. fell into the red in the
fiscal first half due to losses from de-
rivatives and hedging instruments, as
well as startup costs from its new in-
ternational long-haul airline. The Bris-
bane-based airline posted a net loss
of 101.4 million Australian dollars
(US$65 million) in the six months
ended Dec. 31, compared with a net
profit of A$113.3 million a year ago.
Virgin Blue lost A$81 million after tax
on its fuel-price hedging. While jet
fuel prices fell sharply, the company’s
fuel bill rose 44% to A$400 million in
the first half largely due to hedging at
higher prices and a weaker Australian
dollar. The carrier said interim reve-
nue rose 12% to A$1.35 billion as the
airline carried 13% more passengers.

Cosco Corp.

China-based shipbuilder Cosco
Corp. said it swung to a net loss in the
fourth quarter and warned of a chal-
lenging year ahead. Singapore-listed

Cosco reported a net loss of 23.9 mil-
lion Singapore dollars (US$15.6 mil-
lion) because of provisions and de-
lays in payments from several ship-
owners. The company had a year-ear-
lier profit of S$116.5 million. Reve-
nue fell 15% to S$723.5 million from
S$846.6 million a year earlier. A slow-
ing economy and the financial crisis
have forced many Cosco customers
to cancel shipbuilding contracts or
to delay delivery. The company said
it made provisions of S$61.3 million
for impairments.

U.S. inoculates vaccine makers

ASSOCIATED PRESS

PARIS—A French judge Monday
refused to halt the sale of disputed
Chinese bronze fountainheads head-
ing for Christie’s auction block as
part of fashion designer Yves Saint
Laurent’s estate.

The judge hasordered an associa-
tion that sought to prevent the sale
to pay Œ1,000 ($1,284) in fines each
to the auction house and to the firm
ofPierre Berge, the longtime partner
of the French fashion icon, who died
of brain cancer last June at age 71.

The bronze heads of a rabbit and
a rat disappeared from the summer
Imperial Palace on the outskirts of
Beijing when French and British
forces sacked it at the close of the
second Opium War in 1860.

Thedisputehascastashadowover
the three-day auction of 733 works of
art collected over half a century by
Messrs. Saint Laurent and Berge.

Lawyers for a China-linked
group, APACE, sought to block the
sale of the bronzes—not the entire
auction. The group acknowledges
Mr. Saint Laurent acquired the
bronzes legally, but says they
should be returned to China or at
least displayed in a museum.

Jean-Paul Chazal, a lawyer for
Christie’s, said he was “entirely satis-
fied” by the ruling.

The fountainheads date to the
earlyQing Dynasty,establishedby in-
vading Manchu tribesmen in 1644.
The Christie’s catalog says they

were made for the Zodiac fountain of
the summer Imperial Palace. They
are expected to sell for up to Œ10 mil-
lion each, according to news reports.

Mr.Berge saidFridayhe hadnoin-
tention of “giving these heads to the
Chinese government.…Rather, I
would recommend that the Chinese,
insteadof getting worked up overthe
heads, worry about human rights.”

Beyond the bronzes, the auction
will be closely watched in the art
world amid worries the financial cri-
sis is cutting into the market. The
sale is expected to gross Œ200 mil-
lion-Œ300 million.

Highlights include Piet Mondri-
an’s 1922 painting, “Composition in
Blue, Red, Yellow and Black,” whose
squares of saturated colors inspired
Mr. Saint Laurent’s renowned 1965

shift dress, and a wooden sculpture
by Romanian artist Constantin Bran-
cusi expected to sell for Œ15 mil-
lion-Œ20 million.

The highest price is expected to
go to a 1914-1915 Picasso painting
called “Instruments de musique sur
un gueridon,” (Musical Instruments
on a Table) from his cubist period.
The canvas is the last large-format
painting from the period still in pri-
vate hands,Christie’s said.ThePicas-
so’s estimated worth is Œ25 mil-
lion-Œ30 million.

Other lots include sculptures
from ancient Egypt and Rome, ivory
crucifixes and silver German beer
steins that covered every available
surface of Mr. Saint Laurent's
homes. Also on sale is his Art Deco
furniture and his bed.

Judge clears art auction
Ruling will allow
Chinese bronzes
in Saint Laurent sale

—Compiled from staff
and wire service reports.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

By Avery Johnson

One of the little-noticed reasons
Wyeth was attractive enough to com-
mand a $68 billion price in Pfizer
Inc.’s planned takeover sits in a build-
ing near the White House in Washing-
ton. That is where a special “vaccines
court” hears cases brought by par-
ents who claim their children have
been harmed by routine vaccinations.

The court—and the law that estab-
lished it more than two decades ago—
buffer Wyeth and other makers of
childhood-disease vaccines from
much of the litigation risk that dogs
traditional pill manufacturers and is
an important reason why the vaccine
business has been transformed from a
risky, low-profit venture in the 1970s
to one of the pharmaceutical indus-
try’s most attractive product lines.

The legal shield, known as the Na-
tional Childhood Vaccine Injury Com-

pensation Program, was put into
place in 1986 to encourage the devel-
opment of vaccines, a mainstay of
the U.S.’s public-health policy. Law-
suits against vaccine makers in the
1970s and 1980s had caused dozens
of companies to get out of the low-
profit business, creating a public-
health scare. The strategy worked,
and vaccines have driven reductions
of major childhood diseases.

Vaccines have also become big
business. They are poised to gener-
ate $21.5 billion in annual sales for
their makers by 2012, according to
France’s Sanofi-Aventis SA, a lead-
ing producer of inoculations.

At a time when pharmaceutical
companies are being battered by ge-
neric competition, vaccines offer an
appealing alternative because they
are biologic products that can’t yet be
copied. Another big draw is the partial
protection from liability risk offered

by the vaccines court, officially known
as the Office of Special Masters at the
U.S. Court of Federal Claims.

Such immunity makes a product
like Wyeth’s Prevnar attractive. De-
signed to protect children against
pneumoccocal disease, Prevnar had
sales of $2.7 billion last year that are
projected to grow to $5.5 billion in
2015, according to Sanford C. Bern-
stein & Co. Pfizer spokesman Ray
Kerins acknowledges Wyeth’s
strength in vaccines was an important
factor behind Pfizer’s interest but says
the deal made sense for other reasons.

Vaccines’ transformation into a lu-
crative business has some observers
questioning whether the shield law is
still appropriate. Critics say the vac-
cine court’s ruling this month that
routine childhood immunizations
aren’t linked to autism underscored
the limited recourse families have in
claiming injury from vaccines.

A Chinese bronze rabbit head, right, and bronze rat head are part of the Yves
Saint Laurent and Pierre Berge art collection being auctioned in Paris this week.

Source: Health Resources and Services Administration
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Vaccine court victories
The court has paid damages on 2,260 cases in two decades

Total paymentsNumber of awards

Anheuser-Busch InBev

Private-equity firm KPS Capital
Partners LP agreed to buy Labatt
USA, a unit of brewing giant An-
heuser-Busch InBev, as part of a
foray into the beer industry. New
York-based KPS also said it has ac-
quired High Falls Brewing Co. and
formed a new company, North Ameri-
can Breweries Inc., to serve as a plat-
form for investments. Labatt USA,
which imports Labatt Blue and other
brands made in Canada by Anheuser-
Busch InBev, has been on the block be-
cause the U.S. Justice Department re-
quired InBev to sell the Buffalo, N.Y.,
division to complete its purchase of
Anheuser-Busch last year. Financial
terms of the deals weren’t disclosed.

Citigroup Inc.

Citigroup Inc. said Monday it ap-
pointed Farhan Faruqui as its head
of global banking, Asia Pacific, the
bank’s most senior Asian appoint-
ment since it merged corporate and
investment-banking operations in
the region. Mr. Faruqui was formerly
head of Citigroup’s Asia Pacific Cor-
porate & Commercial Bank. He will
remain in Hong Kong and will report
to the co-heads of global banking, Al-
berto Verme and Raymond McGuire,
as well as to Ajay Banga, Citigroup’s
Asia Pacific chief executive.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.80 $22.68 –0.90 –3.82%
Alcoa AA 28.40 5.81 –0.48 –7.63%
AmExpress AXP 22.00 12.15 –0.82 –6.32%
BankAm BAC 486.80 3.91 0.12 3.17%
Boeing BA 8.40 34.46 –1.85 –5.10%
Caterpillar CAT 15.70 25.12 –1.54 –5.78%
Chevron CVX 17.20 62.94 –2.13 –3.27%
Citigroup C 357.40 2.14 0.19 9.74%
CocaCola KO 10.60 42.09 –0.75 –1.75%
Disney DIS 14.00 16.97 –0.56 –3.19%
DuPont DD 9.00 18.91 –1.47 –7.21%
ExxonMobil XOM 35.30 69.30 –1.93 –2.71%
GenElec GE 217.20 8.85 –0.53 –5.65%
GenMotor GM 10.00 1.77 0.00 0.00%
HewlettPk HPQ 30.30 29.28 –1.96 –6.27%
HomeDpt HD 25.90 18.71 –0.75 –3.85%
Intel INTC 83.20 12.08 –0.70 –5.48%
IBM IBM 12.50 84.37 –4.42 –4.98%
JPMorgChas JPM 93.60 19.51 –0.39 –1.96%
JohnsJohns JNJ 18.50 53.65 –1.00 –1.83%
KftFoods KFT 10.30 22.96 –0.55 –2.34%
McDonalds MCD 10.00 53.87 –0.70 –1.28%
Merck MRK 14.70 27.88 –0.22 –0.78%
Microsoft MSFT 61.20 17.21 –0.79 –4.39%
Pfizer PFE 60.70 13.27 –0.44 –3.21%
ProctGamb PG 13.40 48.90 –1.35 –2.69%
3M MMM 6.10 45.41 –1.84 –3.89%
UnitedTech UTX 6.70 42.35 –1.64 –3.73%
Verizon VZ 16.60 27.85 –0.96 –3.33%
WalMart WMT 22.20 48.88 –1.14 –2.28%

Dow Jones Industrial Average P/E: 17
LAST: 7114.78 t 250.89, or 3.41%

YEAR TO DATE: t 1,661.61, or 18.9%

OVER 52 WEEKS t 5,455.44, or 43.4%

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

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

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

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

Nomura $43 8.4% 2% 72% 26% …%

Mitsubishi UFJ Securities 38 7.4% …% 90% 2% 7%

Daiwa Securities SMBC Co Ltd 37 7.2% 1% 93% 6% …%

BNP Paribas 31 6.0% …% 98% …% 2%

Citi 30 5.9% 46% 40% 12% 2%

RBS 29 5.7% …% 97% 1% 2%

UBS 27 5.3% 42% 3% 55% …%

Barclays Capital 26 5.1% …% 100% …% …%

Mizuho 24 4.6% …% 77% 14% 8%

Source: Dealogic

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

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

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

Colt Telecom Group 276 –161 –135 –98 AB Volvo 470 43 40 –41

Lafarge 744 –91 –82 –99 Aegon N.V. 295 43 89 4

Cie de St Gobain 373 –52 1 –15 Fiat 1305 46 98 –296

Rallye 1206 –17 35 –25 Enel 446 46 ... –182

Fresenius SE 234 –14 –8 –90 Alcatel Lucent 1455 46 125 –85

Imperial Tob Gp 316 –7 –2 –98 Peugeot SA 452 48 88 40

Cap Gemini 157 –3 –4 –66 Prudential 609 62 147 109

Henkel AG & Co  107 –3 ... –29 Renault 471 63 102 64

UPM Kymmene 391 –3 –9 –23 Contl AG 1410 71 310 397

Syngenta AG 89 –3 –2 –30 Wendel 923 90 175 145

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $12.2 0.21 9.84% –93.6% –95.9%

Barclays U.K. Banks 12.0 0.99 3.68 –80.0 –85.0

UniCredit Italy Banks 15.8 0.93 3.68 –81.3 –85.1

Soc. Generale France Banks 17.0 22.98 2.18 –64.6 –79.6

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals 86.4 143.30 1.34 –30.1 –26.1

ING Groep Netherlands Life Insurance $9.5 3.58 –11.51% –84.6 –88.9

UBS Switzerland Banks 25.2 10.00 –9.09 –69.2 –84.1

Daimler Germany Automobiles 23.7 19.29 –5.74 –65.3 –59.7

ArcelorMittal Luxembourg Iron & Steel 29.6 16.07 –5.47 –69.3 ...

Credit Suisse Grp Switzerland Banks 26.5 26.04 –5.24 –50.9 –64.5

...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

Telefonica 83.0 13.85 1.17% –28.2% 7.0%
Spain (Fixed Line Telecommunications)
Sanofi-Aventis 75.2 44.95 1.08 –14.2 –38.7
France (Pharmaceuticals)
Total 114.9 38.06 0.82 –25.2 –28.2
France (Integrated Oil & Gas)
Rio Tinto 26.6 18.23 0.72 –68.4 –34.0
U.K. (General Mining)
Novartis 108.8 47.92 0.67 –12.5 –33.4
Switzerland (Pharmaceuticals)
France Telecom 58.3 17.52 0.63 –24.2 –5.2
France (Fixed Line Telecommunications)
Vodafone Grp 107.0 1.26 0.56 –23.6 11.0
U.K. (Mobile Telecommunications)
Anglo Amer 20.1 10.30 0.29 –67.6 –53.0
U.K. (General Mining)
SAP 41.0 26.28 0.29 –18.4 –40.0
Germany (Software)
Assicurazioni Genli 23.4 13.03 ... –54.4 –53.9
Italy (Full Line Insurance)
BHP Billiton 37.3 11.50 –0.17 –29.3 17.7
U.K. (General Mining)
Bayer 39.8 40.90 –0.22 –23.1 17.9
Germany (Specialty Chemicals)
Nokia 39.1 8.07 –0.25 –67.6 –49.1
Finland (Telecommunications Equipment)
Unilever 33.4 15.31 –0.39 –26.5 –22.6
Netherlands (Food Products)
HSBC Hldgs 83.0 4.74 –0.63 –38.5 –52.1
U.K. (Banks)
British Amer Tob 50.7 17.19 –0.69 –8.3 29.4
U.K. (Tobacco)
E.ON 54.7 21.46 –0.74 –49.6 –30.3
Germany (Multiutilities)
BNP Paribas 26.9 23.14 –0.79 –64.0 –70.5
France (Banks)
Deutsche Telekom 51.8 9.33 –0.90 –28.1 –29.9
Germany (Mobile Telecommunications)
ENI 80.6 15.80 –1.13 –31.7 –34.8
Italy (Integrated Oil & Gas)

GDF Suez 72.2 25.89 –1.15% –29.2% –10.6%
France (Multiutilities)
Nestle 127.1 38.66 –1.28 –21.1 0.7
Switzerland (Food Products)
Royal Dutch Shell 83.1 18.40 –1.31 –25.0 –28.6
U.K. (Integrated Oil & Gas)
BASF 25.1 21.45 –1.33 –49.5 –33.2
Germany (Commodity Chemicals)
Intesa Sanpaolo 26.5 1.75 –1.46 –60.9 –65.3
Italy (Banks)
Iberdrola 34.2 5.38 –1.47 –44.3 –20.9
Spain (Conventional Electricity)
ABB 26.5 13.30 –1.55 –48.3 –18.0
Switzerland (Industrial Machinery)
Banco Santander 49.3 4.84 –1.63 –56.7 –58.0
Spain (Banks)
GlaxoSmithKline 93.0 11.18 –1.71 –1.4 –23.8
U.K. (Pharmaceuticals)
BP 136.4 4.54 –1.95 –19.4 –29.6
U.K. (Integrated Oil & Gas)
Siemens 47.8 41.06 –1.98 –53.7 –48.2
Germany (Diversified Industrials)
Allianz SE 29.6 51.35 –2.06 –56.5 –62.6
Germany (Full Line Insurance)
Tesco 38.6 3.38 –2.09 –16.4 –1.5
U.K. (Food Retailers & Wholesalers)
AXA 21.6 8.10 –2.13 –64.8 –72.2
France (Full Line Insurance)
Diageo 33.7 8.40 –2.44 –20.5 –4.2
U.K. (Distillers & Vintners)
Astrazeneca 50.6 23.93 –2.84 19.7 –10.4
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya 26.9 5.64 –3.09 –59.0 –67.3
Spain (Banks)
Koninklijke Philips 16.2 12.58 –4.48 –52.9 –55.6
Netherlands (Consumer Electronics)
L.M. Ericsson Tel B 24.0 70.50 –5.11 4.7 –48.9
Sweden (Telecommunications Equipment)
Deutsche Bk 12.7 17.41 –5.12 –76.9 –81.6
Germany (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 -0.29% 0.34% 2.4% 2.1% -5.5%
Event Driven -0.38% -0.03% -5.1% 1.6% -26.0%
Distressed Securities -1.33% -4.08% -15.6% -7.3% -38.7%

*Estimates as of 02/20/09, 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 1.78 97.48% 0.01% 2.17 1.18 1.62

Eur. High Volatility: 10/1 3.89 93.18 0.02 5.57 2.16 3.72

Europe Crossover: 10/1 10.82 83.62 0.06 11.20 5.74 9.16

Asia ex-Japan IG: 10/1 4.40 90.57 0.02 6.63 1.99 3.60

Japan: 10/1 5.00 86.01 0.02 5.58 1.58 3.00

 Note: Data as of February 20

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Jobs elude some former Bush administration officials

U.S. to propose new rules to regulate carbon dioxide

By Joann S. Lublin

The jobless rate is hanging high—
for many of the roughly 3,000 politi-
cal appointees who served U.S. Presi-
dent George W. Bush. Finding work
has proved a far tougher task than
those appointees expected.

“This is not a great time for any-
one to be job hunting, including nu-
merous former political appointees,”
said Carlos M. Gutierrez, Mr. Bush’s
commerce secretary. Previously chief
executive of cereal maker Kellogg
Co., he hopes to run a company again
because “I have a lot of energy.”

Only 25% to 30% of ex-Bush offi-
cials seeking full-time jobs have suc-
ceeded, estimated Eric Vautour, a
Washington recruiter at Russell Rey-
nolds Associates Inc. That “is much,
much worse” than when Ronald Rea-
gan, George H.W. Bush and Bill Clin-
ton left the White House, he said. At
least half those presidents’ senior
staffers landed employment within
a month after the administration
ended, Mr. Vautour recalled.

A handful of Bush cabinet offic-
ers have accepted academic appoint-
ments. Former Treasury Secretary
Henry Paulson joined Johns Hopkins
University’s Paul H. Nitze School of

Advanced International Studies as a
fellow. Condoleezza Rice, previously
secretary of state, resumed her Stan-
ford University roles as a political-
science professor and senior fellow
at its Hoover Institution think tank.

Mike McConnell, the ex-director
of national intelligence, also rejoined
a prior employer. He resumed work
last week as a senior vice president
of Booz Allen Hamilton, the title he
held when he left the management
consultancy to become U.S. spy chief.
Last week, Fidelity Investments
named Anthony Ryan, a former act-
ing Treasury undersecretary, to head

its asset-management strategy.
Some high-level Bush appoin-

tees say they are in no rush to be re-
employed. Michael Leavitt, previ-
ously secretary of Health and Hu-
man Services, said he will spend a
few months trying to align his inter-
ests with opportunities. Meanwhile,
the former Utah governor contin-
ued, “I’m writing some about the
past [and] I’m giving speeches
about the future.”

Mr. Gutierrez is keeping equally
busy during his job hunt. He said he
recently signed up for a speakers’ bu-
reau and collects $25,000 to

$50,000 per lecture about issues
such as global business. Earlier this
month, United Technologies Corp.
named him a director.

Mr. Gutierrez would like to stay
in Washington, which he acknowl-
edges could impede his search for
a corporate CEO role. “I don’t want
to go anywhere” because “public
policy makes a difference,” Mr.
Gutierrez explained. He said he
may ultimately consider busi-
nesses based elsewhere.

Senior Bush aides keen to work
again “have to look broader than
Washington,” said Nels B. Olson, a re-

cruiter for Korn/Ferry Interna-
tional. Mr. Vautour agrees. A num-
ber of former officials are now say-
ing, “ ‘I’ll look anywhere’ ” because
they realize the Washington job mar-
ket “is very tough,” he said.

Washington think tanks, charities
and trade associations long provided
fertile ground for ex-political appoin-
tees. But many lack interest in hiring
high-profile Republicans when Dem-
ocrats control the White House and
Congress. Mr. Bush’s low approval
ratings at the end of his term don’t
help, said Leonard Pfeiffer IV, a Wash-
ington recruiter for nonprofits.

By Gerald F. Seib

When U.S. President Barack
Obama delivers his inaugural speech
to Congress Tuesday night, a giant
and unresolved question will hang
over the proceedings: What’s the
proper role for the U.S. government
in today’s troubled economy?

In fact, this is the megaquestion
of our time. Yet it is increasingly

clear that neither
the lawmakers the
president will be ad-
dressing, nor the na-
tion beyond them,

has come close to consensus on an
answer. You might have expected
the election of 2008 to resolve this
conundrum, but it really didn’t.

Look up and down Pennsylvania
Avenue this week and you can see
how the issue is dividing not just the
two political parties, but factions
within them as well:

n The Treasury Department is
confronting a once-unthinkable deci-
sion over whether to nationalize big
American banks. It’s clear the
Obama administration doesn’t want
to take that step, even though the
British government is heading in pre-
cisely that direction, and some ana-
lysts think some form of nationaliza-
tion in the U.S. is inevitable. The ad-
ministration’s effort to increase the
government’s stake in Citigroup
without actually taking it over repre-
sents a stab at compromise.

n Republican governors are splin-
tering over the big federal stimulus
package that is supposed to spur eco-
nomic activity in their states. The Re-
publican chief executives of the big-
gest and fourth-biggest states, Cali-
fornia and Florida, are in favor of the
package just passed by Congress, ar-
guing that government spending can,
in fact, give their states a boost.
Meanwhile, the Republican chief of
the nation’s second-largest state,
Texas, along with colleagues from

smaller states, is leading the charge
against it, arguing that the stimulus
programs’ expansion of government
will hurt them in the long run.

n The budget plan Mr. Obama
will outline Tuesday, and then de-
liver to Congress Thursday, will re-
flect the struggle over govern-
ment’s role. It will, for example, envi-
sion a wider reach in health care by
seeking to draw more citizens into
the Medicare program. But it also
will put off for later any real effort to
address liberals’ desire for a
broader government-guaranteed
plan for universal health coverage.

In reality, of course, the economic
crisis already is expanding govern-
ment’s role in the economy. The feds

now hold a controlling interest in in-
surance giant AIG and could hold a
stake as big as 40% in Citigroup be-
fore the week is out.

The government also holds the
fate of General Motors and
Chrysler in its hands. Thanks to the
financial-industry bailout and fiscal
stimulus, government spending will
account for about a quarter of the
country’s gross domestic product
this year, a post-World War II high.
And it isn’t over; in their private mo-
ments, most officials acknowledge
the administration within the year
may seek more funds to stabilize the
financial industry, and perhaps
more stimulus money.

So the real issue isn’t whether the

government’s role in the economy
should be growing—it is and will con-
tinue—but rather how big and long-
lasting that growth should be.

This question brings to the sur-
face the most basic philosophical di-
vides between the parties, and
within the nation. One might have ex-
pected last fall’s vote to put to rest,
at least temporarily, the dispute
over the government’s role. But it
didn’t really do so. The 2008 presi-
dential campaign, though momen-
tous, wasn’t a particularly ideologi-
cal one. Moreover, today’s problems
are so deep that they challenge the
previously held economic philoso-
phies of both parties anyway.

So the debate is going on now, in

real time, and with live ammunition.
Former House Speaker Newt Ging-
rich, emerging as a leader of the Re-
publican attack against Democrats’
economic strategy, argues that “the
left is making an extraordinary gam-
ble that they can actually make gov-
ernment-led economic growth hap-
pen,” and predicts “a raw power
struggle” over how government and
the economy should interact.

That’s why the argument over
the recently passed economic stimu-
lus was so pointed and divisive.
Many of us in the fourth estate
wrote loosely of “solid” Republican
opposition to the stimulus plan, and
“solid” Democratic support for it.

Yet the picture is far more compli-
cated than that. Not only are Republi-
can governors proving to be deeply di-
vided about the value of the stimulus
package, so too are core Republican
constituencies. The U.S. Chamber of
Commerce and the National Associa-
tion of Manufacturers—basic compo-
nents of the Republican coalition—
both were vocal advocates of stimu-
lus. Chamber President Thomas
Donohue declared that “the govern-
ment is the only game in town capa-
ble of jump-starting the economy.”

At the same time, a small group
of House Democrats opposed the
stimulus plan. Most came from the
so-called Blue Dog coalition within
the House, made up of Democrats fix-
ated on fighting federal deficits.

This week, the Obama budget
plan will call for reinstituting and
making stricter “pay-as-you-go” bud-
get rules, which require future spend-
ing to be offset by either mandatory
spending cuts elsewhere or tax in-
creases. Liberals will hate the rules
because they clip favored domestic
programs. Conservatives will hate
them because they can compel tax in-
creases. Meanwhile, the great de-
bate—what should the govern-
ment’s footprint in today’s Ameri-
can economy really be?—will roll on.

U.S. wrestles with federal role in economy
Nation isn’t any closer to deciding how big a part the government should play, even after last year’s election

U.S. President Barack Obama, right, and Vice President Joe Biden at the National Governors Association meeting Monday.

By Ian Talley

WASHINGTON—U.S. President
Barack Obama’s climate czar said the
Environmental Protection Agency
will soon determine that carbon-di-
oxide emissions represent a danger
to the public and propose new rules
to regulate emissions of the green-
house gas from a range of industries.

Carol Browner, special adviser to

the president on climate change and
energy, said in an interview Sunday
that the EPA is looking at a 2007 Su-
preme Court ruling that requires the
agency to determine whether carbon
dioxide endangers public health or
welfare. And the agency “will make
an endangerment finding,” she said.

Officially recognizing that car-
bon dioxide is a danger to the public
would require the government to

draw up regulations governing
greenhouse-gas emissions from
coal-fired power plants, refineries,
chemical plants, cement firms, vehi-
cles and any other emitting sectors.

Legal experts say designating car-
bon dioxide a public danger could
open up any emitters to legal chal-
lenge. The U.S. Chamber of Commerce
and the National Association of Manu-
facturers have been lobbying the EPA

against trying to regulate greenhouse
gases, warning that such action
would lead to costly new regulations
affecting not only coal plants and
large manufacturers but also schools,
apartment buildings and hospitals.

Speaking to governors and report-
ers later Sunday, Ms. Browner said
the administration also is seeking to
establish a national policy for auto
emissions.
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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.

4.01% 9 World -a % % 143.62 –1.08% –48.7% 6.84% 9 U.S. Select Dividend -b % % 431.04 0.23% –47.3%

3.16% 11 Global Dow 941.70 –0.73% –41.5% 1286.60 1.23% –49.2% 5.12% 12 Infrastructure 1168.90 –0.84% –32.2% 1433.52 1.11% –41.1%

5.27% 9 Stoxx 600 175.30 –0.93% –46.1% 166.70 0.00% –53.7% 2.87% 5 Luxury 530.60 0.05% –44.8% 578.71 2.02% –52.1%

5.34% 9 Stoxx Large 200 190.00 –0.83% –45.8% 179.74 0.10% –53.4% 2.66% 15 BRIC 50 238.50 –0.57% –52.0% 292.55 1.39% –58.4%

4.76% 11 Stoxx Mid 200 155.00 –1.38% –46.6% 146.55 –0.46% –54.2% 3.98% 3 Africa 50 545.30 0.02% –51.5% 445.24 1.99% –57.9%

5.32% 9 Stoxx Small 200 92.80 –1.52% –50.1% 87.72 –0.60% –57.2% 7.94% 4 GCC % % 1058.58 0.47% –63.6%

5.34% 8 Euro Stoxx 185.90 –1.26% –48.9% 176.82 –0.34% –56.1% 4.91% 8 Sustainability 593.10 –0.60% –41.7% 640.48 0.78% –49.7%

5.38% 7 Euro Stoxx Large 200 198.60 –1.10% –49.1% 187.70 –0.18% –56.3% 3.08% 9 Islamic Market -a % % 1303.70 –1.21% –42.6%

5.02% 9 Euro Stoxx Mid 200 174.70 –2.01% –46.5% 165.04 –1.09% –54.1% 3.43% 9 Islamic Market 100 1408.30 –0.91% –26.2% 1541.57 0.47% –36.3%

5.43% 9 Euro Stoxx Small 200 101.40 –2.00% –50.4% 95.77 –1.08% –57.4% 3.43% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1019.80 –0.80% –61.6% 1111.31 0.13% –67.0% 3.04% 11 Wilshire 5000 % % 7782.26 –0.26% –43.9%

7.91% 6 Euro Stoxx Select Div 30 1110.80 –1.78% –60.9% 1215.14 –0.86% –66.5% % DJ-AIG Commodity 111.70 –0.57% –42.5% 103.25 0.36% –50.6%

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

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

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

Australia 1.5522 2.2601 1.3338 0.1769 0.0431 0.2273 0.0164 0.3749 1.9779 0.2655 1.2403 ...

 Canada 1.2515 1.8223 1.0754 0.1427 0.0347 0.1833 0.0133 0.3023 1.5947 0.2141 ... 0.8063

 Denmark 5.8463 8.5127 5.0238 0.6664 0.1623 0.8562 0.0619 1.4121 7.4496 ... 4.6714 3.7664

 Euro 0.7848 1.1427 0.6744 0.0895 0.0218 0.1149 0.0083 0.1896 ... 0.1342 0.6271 0.5056

 Israel 4.1400 6.0283 3.5576 0.4719 0.1149 0.6063 0.0438 ... 5.2754 0.7081 3.3080 2.6672

 Japan 94.4500 137.5286 81.1635 10.7667 2.6221 13.8319 ... 22.8140 120.3529 16.1557 75.4694 60.8494

 Norway 6.8284 9.9428 5.8678 0.7784 0.1896 ... 0.0723 1.6494 8.7011 1.1680 5.4562 4.3992

 Russia 36.0208 52.4498 30.9536 4.1061 ... 5.2751 0.3814 8.7007 45.8994 6.1613 28.7821 23.2064

 Sweden 8.7724 12.7735 7.5384 ... 0.2435 1.2847 0.0929 2.1189 11.1782 1.5005 7.0095 5.6516

 Switzerland 1.1637 1.6945 ... 0.1327 0.0323 0.1704 0.0123 0.2811 1.4828 0.1991 0.9298 0.7497

 U.K. 0.6868 ... 0.5902 0.0783 0.0191 0.1006 0.0073 0.1659 0.8751 0.1175 0.5488 0.4424

 U.S. ... 1.4561 0.8593 0.1140 0.0278 0.1464 0.0106 0.2415 1.2742 0.1710 0.7990 0.6443

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 360.75 1.75 0.49% 822.00 315.75
Soybeans (cents/bu.) CBOT 876.00 12.75 1.48 1,644.50 786.50
Wheat (cents/bu.) CBOT 521.50 –9.00 –1.70% 1,190.00 484.25
Live cattle (cents/lb.) CME 83.925 0.500 0.60 119.200 82.400
Cocoa ($/ton) ICE-US 2,356 –74 –3.05 3,214 1,910
Coffee (cents/lb.) ICE-US 113.15 1.95 1.75 181.50 105.00
Sugar (cents/lb.) ICE-US 12.99 –0.07 –0.54 15.95 9.94
Cotton (cents/lb.) ICE-US 43.91 –0.19 –0.43 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,880.00 45 2.45 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,692 –70 –3.97 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,579 14 0.89 2,390 1,564

Copper (cents/lb.) COMEX 145.10 1.80 1.26 388.00 127.10
Gold ($/troy oz.) COMEX 995.00 –7.20 –0.72 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1445.00 –4.00 –0.28 2,122.50 8.50
Aluminum ($/ton) LME 1,301.00 unch. unch. 3,340.00 1,301.00
Tin ($/ton) LME 10,500.00 unch. unch. 25,450.00 9,750.00
Copper ($/ton) LME 3,235.00 64.00 2.02 8,811.00 2,815.00
Lead ($/ton) LME 1,034.00 6.00 0.58 3,460.00 870.00
Zinc ($/ton) LME 1,112.00 26.00 2.39 2,840.00 1,065.00
Nickel ($/ton) LME 9,580 –70 –0.73 33,600 9,000

Crude oil ($/bbl.) NYMEX 38.44 –1.59 –3.97 141.45 37.12
Heating oil ($/gal.) NYMEX 1.1694 –0.0246 –2.06 4.2500 1.1359
RBOB gasoline ($/gal.) NYMEX 1.1573 –0.0297 –2.50 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.098 0.062 1.54 12.002 3.957
Brent crude ($/bbl.) ICE-EU 40.99 –0.90 –2.15 150.45 39.35
Gas oil ($/ton) ICE-EU 375.50 11.50 3.16 1,345.25 360.50

Source: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 23, 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* 192.21 –2.34%–15.6% –48.0%

4.00% 9 World (Developed Markets) 772.84 –2.19%–16.0% –47.3%

3.60% 10 World ex-EMU 91.81 –1.74%–14.7% –45.6%

3.90% 10 World ex-UK 772.92 –2.09%–16.3% –46.7%

5.00% 8 EAFE 1,013.13 –3.30%–18.1% –50.4%

4.20% 8 Emerging Markets (EM) 502.51 –3.62%–11.4% –53.8%

5.60% 7 EUROPE 61.92 –3.52%–10.8% –45.0%

6.30% 7 EMU 109.19 –4.80%–23.1% –55.7%

5.70% 8 Europe ex-UK 66.91 –3.96%–13.8% –45.3%

7.80% 5 Europe Value 65.20 –4.37%–15.9% –50.9%

3.70% 10 Europe Growth 56.80 –2.79% –6.0% –39.0%

5.50% 7 Europe Small Cap 97.51 –2.80% –3.4% –48.5%

4.80% 3 EM Europe 133.72 –4.63%–15.8% –66.4%

5.50% 6 UK 1,149.75 –3.25%–12.6% –34.3%

5.60% 8 Nordic Countries 91.00 –4.47% –7.2% –49.2%

3.70% 3 Russia 359.32 –6.04%–12.8% –71.5%

4.70% 10 South Africa 534.45 –2.37% –7.7% –21.3%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 216.31 –2.74%–12.5% –53.2%

2.90% 11 Japan 455.00 –1.59%–14.1% –46.7%

3.40% 9 China 37.05 –2.58% –9.2% –44.7%

1.80% 10 India 337.82 –2.41% –8.5% –53.8%

2.40% 9 Korea 291.93 –3.63% –4.9% –34.7%

9.30% 7 Taiwan 167.66 –2.33% –3.3% –43.4%

3.00% 13 US BROAD MARKET 840.22 –1.11%–14.5% –43.9%

2.50% 56 US Small Cap 1,031.09 –1.15%–17.3% –44.5%

4.00% 9 EM LATIN AMERICA 1,980.12 –4.76% –4.7% –51.9%

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

Currencies London close on Feb. 23
Per In

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

Argentina peso-a 4.5185 0.2213 3.5460 0.2820

Brazil real 3.0327 0.3297 2.3800 0.4202

Canada dollar 1.5947 0.6271 1.2515 0.7990
1-mo. forward 1.5949 0.6270 1.2517 0.7989

3-mos. forward 1.5943 0.6272 1.2512 0.7992
6-mos. forward 1.5928 0.6278 1.2500 0.8000

Chile peso 793.54 0.001260 622.75 0.001606
Colombia peso 3281.19 0.0003048 2575.00 0.0003884

Ecuador US dollar-f 1.2742 0.7848 1 1
Mexico peso-a 18.9289 0.0528 14.8550 0.0673

Peru sol 4.1381 0.2417 3.2475 0.3079
Uruguay peso-e 29.690 0.0337 23.300 0.0429

U.S. dollar 1.2742 0.7848 1 1
Venezuela bolivar 2.74 0.365471 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9779 0.5056 1.5522 0.6443
China yuan 8.7147 0.1147 6.8391 0.1462

Hong Kong dollar 9.8794 0.1012 7.7531 0.1290
India rupee 62.9543 0.0159 49.4050 0.0202

Indonesia rupiah 15176 0.0000659 11910 0.0000840
Japan yen 120.35 0.008309 94.45 0.010588

1-mo. forward 120.31 0.008312 94.41 0.010592
3-mos. forward 120.13 0.008325 94.27 0.010608

6-mos. forward 119.81 0.008347 94.02 0.010636
Malaysia ringgit-c 4.6580 0.2147 3.6555 0.2736

New Zealand dollar 2.4993 0.4001 1.9614 0.5099
Pakistan rupee 101.303 0.0099 79.500 0.0126

Philippines peso 61.030 0.0164 47.895 0.0209
Singapore dollar 1.9490 0.5131 1.5296 0.6538

South Korea won 1905.45 0.0005248 1495.35 0.0006687
Taiwan dollar 44.197 0.02263 34.685 0.02883
Thailand baht 45.421 0.02202 35.645 0.02805

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

Euro zone euro 1 1 0.7848 1.2743

1-mo. forward 1.0004 0.9996 0.7851 1.2738

3-mos. forward 1.0004 0.9996 0.7851 1.2737

6-mos. forward 1.0005 0.9995 0.7852 1.2736

Czech Rep. koruna-b 28.296 0.0353 22.206 0.0450

Denmark krone 7.4496 0.1342 5.8463 0.1710

Hungary forint 297.08 0.003366 233.14 0.004289

Norway krone 8.7011 0.1149 6.8284 0.1464

Poland zloty 4.6418 0.2154 3.6428 0.2745

Russia ruble-d 45.899 0.02179 36.021 0.02776

Sweden krona 11.1782 0.0895 8.7724 0.1140

Switzerland franc 1.4828 0.6744 1.1637 0.8593

1-mo. forward 1.4822 0.6747 1.1632 0.8597

3-mos. forward 1.4800 0.6757 1.1615 0.8610

6-mos. forward 1.4762 0.6774 1.1585 0.8632

Turkey lira 2.1560 0.4638 1.6920 0.5910

U.K. pound 0.8751 1.1427 0.6868 1.4561

1-mo. forward 0.8754 1.1424 0.6870 1.4557

3-mos. forward 0.8755 1.1422 0.6871 1.4555

6-mos. forward 0.8759 1.1417 0.6874 1.4549

MIDDLE EAST/AFRICA
Bahrain dinar 0.4804 2.0816 0.3770 2.6525

Egypt pound-a 7.1342 0.1402 5.5988 0.1786

Israel shekel 5.2754 0.1896 4.1400 0.2415

Jordan dinar 0.9019 1.1088 0.7078 1.4129

Kuwait dinar 0.3700 2.7029 0.2904 3.4441

Lebanon pound 1912.01 0.0005230 1500.50 0.0006665

Saudi Arabia riyal 4.7793 0.2092 3.7507 0.2666

South Africa rand 12.7801 0.0782 10.0295 0.0997

United Arab dirham 4.6802 0.2137 3.6729 0.2723

SDR -f 0.8585 1.1648 0.6737 1.4843

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 600 175.29 –1.64 –0.93% –11.0% –46.1%

 8 DJ Stoxx 50 1801.29 –13.19 –0.73 –12.8% –44.7%

 8 Euro Zone DJ Euro Stoxx 185.93 –2.37 –1.26 –16.6% –48.9%

 7 DJ Euro Stoxx 50 1991.63 –20.05 –1.00 –18.8% –47.6%

 4 Austria ATX 1463.46 –1.93 –0.13 –16.4% –63.3%

 6 Belgium Bel-20 1725.58 –14.78 –0.85 –9.6% –53.8%

 5 Czech Republic PX 645.1 –3.1 –0.48 –24.8% –58.8%

 10 Denmark OMX Copenhagen 230.15 1.03 0.45% 1.8% –45.0%

 8 Finland OMX Helsinki 4539.82 –53.22 –1.16 –16.0% –58.2%

 8 France CAC-40 2727.87 –22.68 –0.82 –15.2% –44.5%

 9 Germany DAX 3936.45 –78.21 –1.95 –18.2% –42.8%

 … Hungary BUX 10263.06 –117.44 –1.13 –16.2% –56.5%

 2 Ireland ISEQ 2049.90 –26.65 –1.28 –12.5% –68.7%

 5 Italy S&P/MIB 15391 –139 –0.90 –20.9% –54.6%

 5 Netherlands AEX 223.98 –5.15 –2.25 –8.9% –51.2%

 6 Norway All-Shares 251.84 –2.26 –0.89 –6.8% –48.8%

 17 Poland WIG 21655.99 –175.56 –0.80 –20.5% –56.2%

 10 Portugal PSI 20 6012.45 –8.99 –0.15 –5.2% –45.7%

 … Russia RTSI 517.22 Closed –18.1% –75.1%

 7 Spain IBEX 35 7540.4 –63.2 –0.83% –18.0% –42.7%

 15 Sweden OMX Stockholm 191.95 –4.85 –2.46 –6.0% –39.8%

 9 Switzerland SMI 4797.12 –54.09 –1.11 –13.3% –37.0%

 … Turkey ISE National 100 23991.03 411.55 1.75% –10.7% –46.6%

 8 U.K. FTSE 100 3850.73 –38.33 –0.99 –13.2% –35.8%

 9 ASIA-PACIFIC DJ Asia-Pacific 79.16 0.04 0.05 –15.4% –46.5%

 9 Australia SPX/ASX 200 3351.2 –51.2 –1.50 –10.0% –40.4%

 … China CBN 600 19909.91 541.48 2.80 34.8% –44.7%

 8 Hong Kong Hang Seng 13175.10 475.93 3.75 –8.4% –43.4%

 11 India Sensex 8843.21 Closed –8.3% –49.9%

 … Japan Nikkei Stock Average 7376.16 –40.22 –0.54 –16.7% –47.0%

 … Singapore Straits Times 1630.69 35.75 2.24 –7.4% –46.8%

 11 South Korea Kospi 1099.55 33.60 3.15 –2.2% –35.7%

 9 AMERICAS DJ Americas 190.87 –4.11 –2.11 –15.6% –45.8%

 7 Brazil Bovespa 38714.64 Closed 3.1% –40.1%

 11 Mexico IPC 18069.97 –254.26 –1.39 –19.3% –39.0%

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

GLOBAL MARKETS LINEUP

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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Thailand GDP contracts
Bangkok joins slump
in Southeast Asia
as exports plummet

China forecasts further downturn

By Yuka Hayashi

TOKYO—Taro Aso, Japan’s em-
battled prime minister, is betting
his future on one of the few options
he has left: diplomacy.

On the eve of becoming the first
foreign leader to meet President
Barack Obama in the White House,
the 68-year-old Mr. Aso faces mount-
ing problems at home.

Japan’s economy contracted at
its fastest pace in 35 years during
the October-December quarter as ex-
ports plunged.

But the nation doesn’t have
much room for policy maneuvering,
as the government faces a
huge fiscal deficit and inter-
est rates are already close
to zero. Furthermore, the
government is unpopular
among voters, in part be-
cause of Mr. Aso’s policy
flip-flops and gaffes.

A poll released Monday
by the Nikkei newspaper
showed only 15% of respon-
dents approved of Mr. Aso’s
cabinet. In response to an-
other question, 70% of those
polled said a general election should
be held within the next few months,
well ahead of the October deadline.

Such a vote could force Mr. Aso’s
Liberal Democratic Party out of
power—triggering a headache for
Washington, which has counted on
the LDP as an ally. The LDP has been
Japan’s ruling party for five de-
cades, except for a brief period in
the early 1990s.

The Democratic Party is the main
opposition that could take power if
the LDP is defeated.

The Democratic Party advocates
a “more equal partnership” with the
U.S. in its bilateral security alliance
and has clashed with the LDP on legis-
lation authorizing Japan’s military
cooperation with Washington, in-
cluding refueling of U.S. ships operat-
ing in the Indian Ocean.

Mr. Aso may be hoping his meet-
ing with Mr. Obama on Tuesday is an
opportunity to show off his achieve-
ments. While a deadlock in the par-
liament has delayed passage of his
domestic economic measures, Mr.
Aso has focused in recent weeks on
meeting world leaders and pitching
Japan’s role in the global effort to
contain the financial crisis.

Atop the agenda for Tuesday’s
meeting is the reconstruction of Af-
ghanistan and support for Pakistan.
Mr. Aso also will highlight Japan’s re-
cent $100 billion loan to the Interna-
tional Monetary Fund to ensure help
to countries affected by the crisis.

“We’d like to share the conclu-
sion with the U.S. that the two na-
tions will join hands to respond fully
to these problems that are global
and long-term in nature,” Mr. Aso
said in a televised news conference
before his departure from Tokyo.

The visit to Washington follows a
busy week for Mr. Aso. He welcomed
U.S. Secretary of State Hillary Clin-

ton in Tokyo and flew to Sa-
khalin Island in the Russian
Far East to meet with Presi-
dent Dmitry Medvedev to
discuss bilateral territorial
issues.

However, Mr. Aso is vis-
iting Mr. Obama without
the news he had hoped to
bring: that along with
other major nations, Japan
is implementing steps to
stimulate its domestic econ-
omy.

Since October, Mr. Aso has an-
nounced three economic packages
with a combined value of 75 trillion
yen, or $840 billion, including 12 tril-
lion yen in fiscal spending. But of
the three, only the first package, val-
ued at 11.5 trillion yen, has been
cleared for implementation because
of a parliamentary stalemate.

Mr. Aso wanted to secure parlia-
mentary approval for the budget for
the fiscal year starting April 1,
which includes a stimulus package
valued at 37 trillion yen.

He had to give up the plan after
the opposition party became fired
up by the resignation of Finance Min-
ister Shoichiro Nakagawa.

Mr. Nakagawa came under criti-
cism after videos of his odd de-
meanor at a Group of Seven meeting
went public on the Internet last
week. Mr. Nakagawa blamed his con-
duct on the effect of cold medicine.

With a majority in one of the two
chambers of the parliament, the op-
position Democratic Party has used
its clout to delay the passage of stim-
ulus steps—a blow to Mr. Aso, who
started his tenure five months ago
by declaring the economy his No. 1
priority.

Aso travels to the U.S.
to stress cooperation

Taro Aso

ECONOMY & POLITICS

Sources: Thomson Reuters Datastream   *Forecast according to Dow Jones poll of 15 economists

Losing steam
Change from a year earlier in quarterly GDP in selected Southeast Asian countries
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Idle cranes are seen at Singapore’s 
Tanjong Pagar container terminal 
last week

By Tom Wright

And Patrick Barta

A contraction in Thailand’s quar-
terly economic growth confirmed
fears that much of Southeast Asia—
once a relative bright spot in the
world economy—is sinking into a po-
tentially deep recession.

Growth was already nosediving
in Singapore, the region’s financial
capital, and Malaysia is expected to
see deceleration in economic activ-
ity when it reports its most recent
quarterly data this week. Layoffs
are thinning textile factories and
semiconductor plants, and econo-
mists warn the region’s planned
stimulus packages won’t be enough
to offset declines in exports to the
U.S. and elsewhere.

Thailand’s data out Monday un-
derscored the fears. The country’s
economy—Southeast Asia’s second-
largest behind Indonesia—con-
tracted 4.3% in the fourth quarter
compared with the year-earlier pe-
riod, considerably worse than ana-
lysts expected. The government
slashed its forecast for 2009 to be-
tween 0% and a minus 1% contrac-
tion, from earlier projections of 3%
to 4% growth, meaning Thailand
will almost certainly enter a reces-
sion this year.

The Thai economy “will be
likely to get worse” before it gets
better as exports stay weak, said
Sriyan Pietersz, an analyst at J.P.
Morgan in Bangkok.

Southeast Asia had until re-
cently looked somewhat stronger
than the rest of Asia and many other
emerging markets, thanks in part to
the reserves its governments built

up after the 1997-98 Asian financial
crisis. Many local companies and
consumers, burned by currency de-
valuations in the late 1990s, avoided
the excessive foreign borrowing and
other risks now weighing on East-
ern Europe and elsewhere.

Within the region, Indonesia and
the Philippines are still performing
better than most emerging nations,
mostly because their large con-
sumer markets are offsetting de-
clines in export revenue. Both coun-
tries posted growth of more than 4%
in the fourth quarter.

Indonesia faces further fallout
from swooning prices for copper,
palm oil and other commodity ex-
ports, and the Philippines is count-
ing on remittances from foreign-
based workers to maintain domestic
spending, even though a weaker glo-
bal economy could trim those funds.

The area’s other big players are
starting to look like Taiwan and Ko-
rea, where the economies have been
sent into tailspins by excessive reli-
ance on exports.

In Malaysia, a hub of electronics
manufacturing, growth was at 6.7%
as recently as the second quarter of
2008. Analysts now are forecasting
only slight growth for the fourth
quarter of 2008 and a contraction of
minus 0.5% or worse for 2009. Auto
sales fell 17.5% in January from a
year earlier.

In Singapore, the government
said last week that nonoil exports
fell 35% in January from the previ-
ous year to $6.6 billion, its worst per-
formance since records began 30
years ago.

The city-state is bracing for a con-
traction of between 2% and 5% in
2009, according to the government.
The economy fared this badly once
before, in 2001, when the U.S. tech
slump led to a 2.4% fall in Sin-
gapore’s gross domestic product.

At Singapore’s port—one of the

world’s largest—hundreds of ships
linger offshore with no cargo to trans-
port. Guy Lamb, managing director
of Singapore-based Island Shipbro-
kers, which charters oil tankers, says
the company has maintained its vol-
umes but rates have fallen 75% since
a peak at the beginning of 2008.

Property prices, fueled in recent
years by foreign demand, also are in
free fall. A report by Credit Suisse
last month said 200,000 foreigners
could leave Singapore over the next
two years due to job losses in ser-
vices and manufacturing. Property
prices, down 8% from their peak in
2008, could fall by as much as 40%
this year, Credit Suisse warned.

Singapore-based Chartered
Semiconductor Manufacturing,
one of the world’s largest chip mak-
ers, said last month it was shedding
600 workers amid forecasts of a
record loss in the first quarter.

Tapping its official reserves for
the first time, Singapore in January
announced a $13.6 billion stimulus
package that cut corporate taxes
and included measures to spur bank
lending and help households. Other
Southeast Asian nations have an-
nounced stimulus plans.

Without a turnaround in global
demand to restore export growth,
such measures are likely to have
only limited impact, economists say.

In Thailand, some analysts noted
that the recent contraction reflected
one-time losses from November and
December, when antigovernment
protesters shut down the country’s
main airport and blocked tourist ar-
rivals. But Mr. Pietersz at J.P. Mor-
gan said the key culprit was a nearly
9% drop in exports in the quarter.

That problem accelerated in Jan-
uary, when exports tumbled 26.5%
from a year earlier. Thai officials
have said manufacturers could cut
as many as 100,000 jobs this year as
exports fade.
 —Wilawan Watcharasakwet

contributed to this article.

By J.R. Wu

BEIJING—China’s central bank
warned there is growing likelihood
of a further downturn in China’s
economy, and that “relatively large”
deflationary pressures loom.

In its annual monetary policy re-
port published Monday, the People’s
Bank of China reiterated that it re-
mains committed to keeping its yuan
exchange rate at a balanced level.
The report said the central bank also
plans to use interest rates and banks’
reserve requirement ratio to manage
liquidity in the banking system.

Given “the contraction in exter-
nal demand, excess capacity in some
industries, management difficulties
at corporations, [and the] increase
in urban unemployment, the down-
ward pressure on [China’s] eco-
nomic growth has clearly in-
creased,” the report said.

There could be global inflation-
ary pressures in the medium-to-
long term, but in the short term, de-
flation is the greater danger, the
bank said.

“The risk of deflation is rela-
tively large” due to falling raw-mate-
rial prices in the international mar-

ket and weak external demand caus-
ing overcapacity within China, the
bank said.

The report didn’t appear to signal
any policy change was imminent in
terms of the central bank’s moder-
ately loose monetary policy, but it did
say that pushing forward reform of
thecountry’s electricity-pricing mech-
anism is among its tasks for 2009.

The central bank already set out
in its December executive summary
that it will target a growth rate of
about 17% for broad money supply,
M2, this year. —Victoria Ruan

contributed to this article.

SHANGHAI—Sunday’s deadly
blast at a modernized China coal
mine could lead Beijing to order
stringent safety checks at all mines.

Analysts say China has been fac-
ing a coal surplus of more than 50 mil-
lion metric tons this year, but this
could change if some mines are forced
to close temporarily or permanently.

The explosion in a state-owned
mine in northern Shanxi province
killed at least 74 miners. On Monday,
the Associated Press said relatives of
miners killed and injured at Tunlan
mine expressed frustration over
scant information on their loved
ones’ fate and the causes of China’s
deadliest mine disaster in a year.

Beijing has long pledged to im-
prove safety at its coal mines, and
last year shut more than 1,000
shafts that it considered unsafe. But
a death toll of 3,200 people last year,
while representing a 15% decline
from 2007, means the country’s coal
mines remain the world’s deadliest.

“What sets this accident apart is
that it happened at a state-owned
coal mine of relatively large size,”
said Li Chaolin, a market watcher
with the China Coal Transportation
and Distribution Association. “So it is
possible that stringent safety checks
will be carried out not only in small
coal mines but also in large ones with
good safety records,” he said.

Tunlan coal mine, under the state-
owned Shanxi Coking Coal Group,
has an annual coal production capac-
ity of five million tons, according to
the official Xinhua news agency. The
group’s major products include high-
quality coking coal, a raw material
used in steel production.

Shanxi province produces a quar-
ter of China’s coal output, which last
year totaled 2.62 billion tons.

Xinhua said Beijing has ordered
an investigation into the blast, and
three officials at the mine have
been dismissed.
 —Jing Yang

China blast may hurt coal supply
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/20 EUR 22.50 –14.2 –65.2 –45.4
MP-TURKEY.SI OT OT SVN 02/20 EUR 17.85 –8.6 –58.4 –38.0

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 02/20 NA 8.77 0.6 –36.8 –18.1
Parex Caspian Sea Eq EU EQ LVA 02/20 EUR 2.15 2.4 –76.0 –53.6
Parex Eastern Europ Bd EU BD LVA 02/20 USD 8.77 0.6 –36.8 –18.1
Parex Russian Eq EE EQ LVA 02/20 USD 8.21 –5.2 –72.6 –42.2

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/23 USD 97.25 –12.3 –54.0 –26.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/23 USD 93.23 –12.4 –54.5 –27.2
PF (LUX)-Biotech-Pca OT EQ LUX 02/20 USD 288.78 1.3 –7.6 –1.9
PF (LUX)-CHF Liq-Pca CH MM LUX 02/20 CHF 124.00 0.0 1.4 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/20 CHF 93.60 0.0 1.4 1.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/20 USD 75.26 –7.5 –36.0 –19.7
PF (LUX)-East Eu-Pca EU EQ LUX 02/20 EUR 121.12 –9.3 –72.6 –47.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/23 USD 83.68 –10.2 –60.3 –30.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/23 USD 278.02 –8.6 –59.2 –29.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/20 EUR 68.97 –9.8 –42.6 –29.6
PF (LUX)-EUR Bds-Pca EU BD LUX 02/20 EUR 369.82 –1.0 0.9 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/20 EUR 281.43 –1.0 0.9 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/20 EUR 126.05 0.9 –4.2 –2.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/20 EUR 88.62 0.9 –4.2 –2.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/20 EUR 97.20 7.8 –23.3 –19.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/20 EUR 56.35 7.8 –23.3 –19.9
PF (LUX)-EUR Liq-Pca EU MM LUX 02/20 EUR 135.08 0.3 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/20 EUR 97.35 0.3 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/20 EUR 102.10 0.2 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/20 EUR 100.75 0.2 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/20 EUR 278.65 –8.9 –46.4 –33.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/20 EUR 91.03 –10.0 –43.4 –32.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/20 USD 189.40 0.0 –6.0 –0.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/20 USD 128.85 0.0 –6.0 –0.8
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/20 USD 11.23 –12.5 –48.9 –31.6
PF (LUX)-Gr China-Pca AS EQ LUX 02/23 USD 197.48 –7.2 –46.8 –19.0
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 02/23 JPY 6943.70 –14.8 –45.3 –36.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/23 JPY 6226.04 –14.7 –47.0 –40.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/23 JPY 6071.68 –14.8 –47.3 –40.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/23 JPY 3365.47 –14.3 –44.4 –38.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/23 USD 139.51 –11.9 –51.2 –26.8
PF (LUX)-Piclife-Pca CH BA LUX 02/20 CHF 675.44 –2.0 –16.4 –12.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/20 EUR 39.73 –10.0 –40.3 –31.3
PF (LUX)-Rus Eq-Pca OT OT LUX 02/20 USD 19.79 –13.4 –78.4 NS
PF (LUX)-Security-Pca GL EQ LUX 02/20 USD 68.08 –4.7 –30.6 –20.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/20 EUR 318.53 –2.4 –42.5 –31.3
PF (LUX)-US Eq-Ica US EQ LUX 02/20 USD 71.73 –12.1 –40.1 –23.5
PF (LUX)-USA Index-Pca US EQ LUX 02/20 USD 61.99 –14.5 –42.4 –26.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/20 USD 515.86 –2.7 7.8 7.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/20 USD 378.52 –2.7 7.8 7.5
PF (LUX)-USD Liq-Pca US MM LUX 02/20 USD 130.38 0.2 2.0 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/20 USD 85.13 0.1 2.0 3.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/20 USD 101.43 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/20 USD 100.72 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/20 EUR 100.15 –2.8 –29.7 –20.0
PF (LUX)-WldGovBds-Pca GL BD LUX 02/23 USD 154.31 –6.4 1.6 6.8

PF (LUX)-WldGovBds-Pdi GL BD LUX 02/23 USD 127.73 –6.4 1.6 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 02/20 USD 7.34 –6.4 –39.6 –29.8
Japan Fund USD JP EQ IRL 02/23 USD 12.05 –18.0 –22.5 –20.1

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 02/20 EUR 476.82 –15.4 –43.1 NS
Core Eurozone Eq B EU EQ IRL 02/20 EUR 545.94 –17.0 NS NS
Euro Fixed Income A EU BD IRL 02/20 EUR 1103.41 –2.5 –12.0 –7.0
Euro Fixed Income B EU BD IRL 02/20 EUR 1171.92 –2.4 –11.5 –6.5
Euro Small Cap A EU EQ IRL 02/20 EUR 817.58 –3.6 –47.4 –37.9
Euro Small Cap B EU EQ IRL 02/20 EUR 871.28 –3.5 –47.1 –37.5
Eurozone Agg Eq A EU EQ IRL 02/20 EUR 431.55 –13.2 –47.5 NS
Eurozone Agg Eq B EU EQ IRL 02/20 EUR 617.01 –13.1 –47.2 –33.4
Glbl Bd (EuroHdg) A GL BD IRL 02/20 EUR 1209.09 1.0 –6.7 –3.1
Glbl Bd (EuroHdg) B GL BD IRL 02/20 EUR 1276.79 1.1 –6.0 –2.5
Glbl Bd A EU BD IRL 02/20 EUR 1043.56 6.4 3.1 –0.8
Glbl Bd B EU BD IRL 02/20 EUR 1105.28 6.5 3.7 –0.2
Glbl Real Estate A OT EQ IRL 02/20 USD 499.27 –25.1 –57.8 –42.8
Glbl Real Estate B OT EQ IRL 02/20 USD 512.07 –25.0 –57.5 –42.4
Glbl Real Estate EH-A OT EQ IRL 02/20 EUR 480.17 –23.5 –55.6 –43.0
Glbl Real Estate SH-B OT EQ IRL 02/20 GBP 45.30 –23.6 –55.4 –42.2
Glbl Strategic Yield A EU BD IRL 02/20 EUR 1151.86 1.9 –20.9 –12.5
Glbl Strategic Yield B EU BD IRL 02/20 EUR 1226.22 2.0 –20.4 –11.9
Japan Equity A JP EQ IRL 02/20 JPY 8731.00 –15.5 –46.3 –37.3
Japan Equity B JP EQ IRL 02/20 JPY 9258.00 –15.5 –46.0 –36.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/20 USD 1108.43 –13.8 –53.3 –28.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/20 USD 1176.84 –13.7 –53.0 –27.9
Pan European Eq A EU EQ IRL 02/20 EUR 647.50 –9.9 –46.1 –32.6
Pan European Eq B EU EQ IRL 02/20 EUR 686.71 –9.8 –45.8 –32.2
US Equity A US EQ IRL 02/20 USD 577.23 –13.7 –45.3 –27.5
US Equity B US EQ IRL 02/20 USD 614.89 –13.6 –45.0 –27.1
US Small Cap A US EQ IRL 02/20 USD 847.14 –15.8 –46.0 –30.2
US Small Cap B US EQ IRL 02/20 USD 902.92 –15.7 –45.6 –29.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/23 SEK 54.51 –9.4 –45.9 –34.4
Choice Japan Fd JP EQ LUX 02/23 JPY 38.54 –14.3 –45.1 –38.1
Choice Jpn Chance/Risk JP EQ LUX 02/23 JPY 37.84 –15.5 –51.5 –39.3
Choice NthAmChance/Risk US EQ LUX 02/23 USD 2.63 –5.6 –43.9 –27.1
Europe 2 Fd EU EQ LUX 02/23 EUR 0.64 –8.2 –50.2 –35.0
Europe 3 Fd EU EQ LUX 02/23 GBP 2.47 –17.4 –41.5 –25.6
Global Chance/Risk Fd GL EQ LUX 02/23 EUR 0.46 –2.3 –35.5 –27.2
Global Fd GL EQ LUX 02/23 USD 1.44 –13.6 –46.1 –29.0
Intl Mixed Fd -C- NO BA LUX 02/23 USD 20.26 –11.8 –35.3 –19.7
Intl Mixed Fd -D- NO BA LUX 02/23 USD 14.30 –11.8 –35.3 –18.6
Wireless Fd OT EQ LUX 02/23 EUR 0.09 –1.0 –43.0 –26.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/23 USD 4.07 –10.2 –50.0 –26.6
Currency Alpha EUR -IC- OT OT LUX 02/23 EUR 10.71 –1.9 7.1 NS
Currency Alpha EUR -RC- OT OT LUX 02/23 EUR 10.65 –1.9 6.7 NS
Currency Alpha SEK -ID- OT OT LUX 02/23 SEK 103.47 –2.0 6.9 NS
Currency Alpha SEK -RC- OT OT LUX 02/23 SEK 118.60 –1.9 6.7 NS

Generation Fd 80 OT OT LUX 02/23 SEK 6.19 –3.0 –27.7 NS
Nordic Focus EUR NO EQ LUX 02/23 EUR 49.74 0.5 –42.0 NS
Nordic Focus NOK NO EQ LUX 02/23 NOK 53.97 0.5 –42.0 NS
Nordic Focus SEK NO EQ LUX 02/23 SEK 58.99 0.5 –42.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/23 USD 1.26 –9.5 –41.9 –26.9
Ethical Global Fd GL EQ LUX 02/23 USD 0.52 –14.8 –46.6 –30.3
Ethical Sweden Fd NO EQ LUX 02/23 SEK 26.85 –6.6 –33.1 –25.1
Europe Fd EU EQ LUX 02/23 USD 1.36 –6.3 –40.3 –28.6
Index Linked Bd Fd SEK OT BD LUX 02/23 SEK 13.17 0.8 4.3 4.6
Medical Fd OT EQ LUX 02/23 USD 2.72 –5.0 –23.7 –14.1
Short Medium Bd Fd SEK NO MM LUX 02/23 SEK 9.21 0.6 3.2 3.1
Technology Fd OT EQ LUX 02/23 USD 1.48 –4.9 –38.8 –22.7
World Fd NO BA LUX 02/23 USD 1.42 –14.0 –43.1 –21.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/23 EUR 1.27 0.2 2.0 2.1
Short Bond Fd SEK NO MM LUX 02/23 SEK 21.75 0.9 3.2 3.1
Short Bond Fd USD US MM LUX 02/23 USD 2.50 –0.1 1.4 2.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/23 SEK 10.05 –0.1 –2.0 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 02/23 SEK 9.02 –0.1 –2.1 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 02/23 SEK 25.18 –0.1 –2.2 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 02/23 SEK 8.39 –0.1 –2.2 –0.3
Alpha Short Bd SEK -A- NO MM LUX 02/23 SEK 10.95 1.3 3.8 3.4
Alpha Short Bd SEK -B- NO MM LUX 02/23 SEK 10.26 1.3 3.8 3.4
Alpha Short Bd SEK -C- NO MM LUX 02/23 SEK 21.42 1.3 3.6 3.3
Alpha Short Bd SEK -D- NO MM LUX 02/23 SEK 8.90 1.3 3.6 3.3
Bond Fd SEK -C- NO BD LUX 02/23 SEK 41.96 1.0 9.6 6.0
Bond Fd SEK -D- NO BD LUX 02/23 SEK 12.59 1.0 8.3 5.4
Corp. Bond Fd EUR -C- EU BD LUX 02/23 EUR 1.08 –1.4 –8.9 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 02/23 EUR 0.84 –1.4 –9.2 –5.1
Corp. Bond Fd SEK -C- NO BD LUX 02/23 SEK 10.66 –0.8 –11.9 –6.3
Corp. Bond Fd SEK -D- NO BD LUX 02/23 SEK 8.37 –0.8 –11.7 –6.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/23 EUR 103.60 –0.5 3.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/23 EUR 103.24 –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 02/23 SEK 1149.58 –0.5 3.2 NS
Flexible Bond Fd -C- NO BD LUX 02/23 SEK 21.14 1.3 6.5 4.5
Flexible Bond Fd -D- NO BD LUX 02/23 SEK 11.97 1.3 6.5 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/23 SEK 79.44 –0.8 –21.5 –14.4
Global Hedge I SEK -D- OT OT LUX 02/23 SEK 72.60 –0.8 –23.8 –15.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/23 USD 1.41 –8.6 –53.2 –23.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/23 SEK 17.74 5.7 –39.8 –26.5
Europe Chance/Risk Fd EU EQ LUX 02/23 EUR 696.83 –8.6 –53.6 –37.3

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 02/12 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 02/19 EUR 21.11 1.8 –4.2 –2.7

Bonds Eur Hi Yld A OT OT LUX 02/19 EUR 13.79 3.7 –28.1 –21.2
Bonds EURO A OT OT LUX 02/19 EUR 39.41 –0.2 4.3 3.6
Bonds Europe A OT OT LUX 02/19 EUR 38.07 0.5 4.9 3.2
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 02/19 USD 32.33 2.5 2.0 4.1
Bonds World A OT OT LUX 02/19 USD 37.42 –6.0 –2.3 5.4
Eq. China A OT OT LUX 02/20 USD 13.56 –9.2 –51.3 –19.4
Eq. ConcentratedEuropeA OT OT LUX 02/20 EUR 18.46 –10.4 –47.8 –34.2
Eq. Eastern Europe A OT OT LUX 02/20 EUR 11.45 –13.4 –70.7 –45.1
Eq. Equities Global Energy OT OT LUX 02/20 USD 12.75 –10.5 –47.3 –17.5
Eq. Euroland A OT OT LUX 02/20 EUR 7.70 –16.0 –47.6 –33.6
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 02/20 EUR 6.05 –28.2 –61.1 –46.9
Eq. Glbl Emg Cty A OT OT LUX 02/20 USD 5.28 –11.8 –58.2 –28.0
Eq. Global A OT OT LUX 02/20 USD 18.06 –14.2 –46.9 –30.4
Eq. Global Technol A OT OT LUX 02/20 USD 3.40 –6.9 –43.7 –31.9
Eq. Gold Mines A OT OT LUX 02/20 USD 22.25 6.4 –32.6 –8.7
Eq. Japan Sm Cap A OT OT LUX 02/20 JPY 827.28 –8.6 –39.1 –42.4
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –7.7 –20.3 –23.1
Eq. Pacific A OT OT LUX 02/20 USD 5.56 –13.0 –53.4 –25.4
Eq. US ConcenCore A OT OT LUX 02/20 USD 15.68 –3.4 –34.0 –20.6
Eq. US Lg Cap Gr A OT OT LUX 02/20 USD 10.49 –2.7 –43.2 –26.0
Eq. US Mid Cap A OT OT LUX 02/20 USD 18.49 –7.7 –46.3 –25.1
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 02/19 USD 13.42 –13.6 –49.2 –34.7
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 02/20 USD 11.37 –12.2 –50.8 –36.5
Money Market EURO A OT OT LUX 02/20 EUR 27.22 0.4 4.1 4.0
Money Market USD A OT OT LUX 02/20 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 02/23 JPY 7073.00 –17.8 –49.9 –42.1
YMR-N Japan Fund JP EQ IRL 02/23 JPY 7673.00 –18.7 –49.0 –39.8
YMR-N Low Price Fund JP EQ IRL 02/23 JPY 10725.00 –17.4 –44.5 –39.7
YMR-N Small Cap Fund JP EQ IRL 02/23 JPY 5373.00 –16.3 –49.2 –42.3
Yuki Mizuho Gen Jpn III JP EQ IRL 02/23 JPY 3464.00 –18.5 –55.9 –43.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/23 JPY 3658.00 –18.6 –56.0 –45.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/23 JPY 5043.00 –17.3 –53.0 –42.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/23 JPY 6553.00 –18.3 –48.4 –40.6
Yuki Mizuho Jpn Gro JP EQ IRL 02/23 JPY 5073.00 –18.9 –48.7 –42.6
Yuki Mizuho Jpn Inc JP EQ IRL 02/23 JPY 6781.00 –14.7 –42.5 –36.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/23 JPY 4043.00 –18.9 –49.3 –39.2
Yuki Mizuho Jpn LowP JP EQ IRL 02/23 JPY 9017.00 –20.4 –42.4 –37.4
Yuki Mizuho Jpn PGth JP EQ IRL 02/23 JPY 6264.00 –18.0 –52.4 –42.1
Yuki Mizuho Jpn SmCp JP EQ IRL 02/23 JPY 5157.00 –15.9 –52.4 –42.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/23 JPY 4411.00 –15.1 –45.1 –38.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/23 JPY 2123.00 –11.1 –54.8 –51.7

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/23 JPY 3482.00 –17.2 –53.9 –42.2
Yuki 77 General JP EQ IRL 02/23 JPY 4952.00 –16.1 –50.1 –40.2
Yuki 77 Growth JP EQ IRL 02/23 JPY 4772.00 –19.3 –52.3 –45.0
Yuki 77 Income AS EQ IRL 02/23 JPY 4374.00 –14.5 –42.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/23 JPY 5223.00 –16.3 –48.4 –39.9
Yuki Chugoku Jpn Gro JP EQ IRL 02/23 JPY 4093.00 –19.9 –50.6 –40.8
Yuki Chugoku JpnLowP JP EQ IRL 02/23 JPY 6470.00 –21.0 –41.9 –36.9
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 02/23 JPY 5548.00 –18.0 –50.9 –41.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/23 JPY 3775.00 –17.0 –50.7 –39.9
Yuki Hokuyo Jpn Inc JP EQ IRL 02/23 JPY 4331.00 –18.0 –44.1 –36.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/23 JPY 3959.00 –15.9 –47.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/23 JPY 3679.00 –18.3 –55.4 –43.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/23 JPY 3522.00 –19.3 –52.6 –42.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/23 JPY 4151.00 –18.6 –49.6 –40.1

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 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 –0.5 –5.2 –4.7

Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –0.8 –4.6 –4.9

Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –0.5 –5.6 –5.1

Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –0.8 –4.8 –5.2

Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –0.6 –4.0 –4.0

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 02/13 GBP 0.95 1.3 NS NS
Global Absolute USD OT OT GGY 02/13 USD 1.78 1.1 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/30 EUR 76.32 0.0 –29.1 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 79.59 0.0 –27.0 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 99.82 0.0 –16.7 –6.2
GH Fund EUR Hdg OT OT JEY 01/30 EUR 108.50 0.0 –16.0 –4.9
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 108.50 0.0 –16.0 –4.9
GH Fund GBP Hdg OT OT JEY 01/30 GBP 117.84 0.0 –15.9 –4.1
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 123.89 0.0 –13.8 –3.0
Leverage GH USD OT OT GGY 01/30 USD 97.53 0.0 –32.7 –13.8
MultiAdv Arb CHF Hdg OT OT JEY 01/30 CHF 84.01 0.0 –25.1 –13.4

MultiAdv Arb EUR Hdg OT OT JEY 01/30 EUR 90.37 0.0 –24.5 –12.3
MultiAdv Arb GBP Hdg OT OT JEY 01/30 GBP 96.92 0.0 –25.2 –12.2
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 107.06 0.0 –16.4 –6.7
Asian AdbantEdge EUR OT OT JEY 01/30 EUR 88.69 0.0 –21.4 NS
Asian AdvantEdge OT OT JEY 01/30 USD 162.03 0.0 –20.3 –4.0

Emerg AdvantEdge OT OT JEY 01/30 USD 140.36 0.0 –28.7 –8.8

Emerg AdvantEdge EUR OT OT JEY 01/30 EUR 78.55 0.0 –30.7 NS

Europ AdvantEdge EUR OT OT JEY 01/30 EUR 115.25 0.0 –16.2 –8.3

Europ AdvantEdge USD OT OT JEY 01/30 USD 122.02 0.0 –15.4 –7.3

Japan AdvantEdge JPY OT OT JEY 01/30 JPY 8080.25 0.0 –10.0 –10.1

Japan AdvantEdge USD OT OT JEY 01/30 USD 94.08 0.0 –8.4 –7.2

Lvgd Alpha AdvantEdge OT OT JEY 01/30 USD 85.85 0.0 –35.7 –19.0

Trading AdvantEdge OT OT GGY 01/30 USD 151.67 0.0 9.9 14.3

Trading AdvantEdge EUR OT OT GGY 01/30 EUR 137.63 0.0 9.9 13.3

Trading AdvantEdge GBP OT OT GGY 01/30 GBP 145.50 0.0 13.8 15.6

US AdvantEdge OT OT JEY 01/30 USD 102.32 0.0 –16.2 –6.6

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

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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“I think you’re a wonderful candidate for
cosmetic surgery. I’d like to see some

definition to your cheeks, maybe a nose . . .”

Pepper . . . and Salt

L
ast year, Pakistanis in the north-
ern Malakand district voted
overwhelmingly for the coun-
try’s secular parties, including
the Pakistan People’s Party of

President Asif Ali Zardari. Last week, Mr.
Zardari repaid the favor by agreeing to the
imposition of Shariah law in
the area and suspendingmili-
tary operations against an
encroaching Taliban.

We would call this terrify-
ing, but that may understate
matters for the people of the
region. For several years,
the Taliban and its allies have sought to
gain control of the district, particularly
its scenic Swat valley, once a popular tour-
ist destination. Gaining control, Taliban-
style, meant fighting the Pakistani mili-
tary to a standstill. It also meant blowing
up 180 girls schools and publicly behead-
ing locals who offended them, including
barbers who dared trim customer beards.

The deal was struck with longtime in-
surgent leader Sufi Mohammed, who has
been fighting to impose Shariah law for 40
years. Sufi Mohammed is said to be at log-

gerheadswithhis evenmoreradical son-in-
law, the Taliban-connected Maulana Faz-
lullah, and the government hopes that the
concession of Shariah law could marginal-
ize Fazlullah while the Pakistan Army
girds for more fighting in the spring. The
Pakistan government portrays the deal as

littlemorethan atacticalcon-
cession and, according to In-
formation Minister Sherry
Rehman, is “in no way a sign
of the state’s weakness.”

Yet no sooner was the
deal signed than a Pakistani
journalist was murdered

while covering a “peace march” organized
by Sufi Mohammed—the 20th journalist
killed around Swat in two years. Fazlullah
has also refused to honor the govern-
ment’s cease-fire beyond a 10-day period
that expires later this week. Local resi-
dents who reluctantly acquiesced in hopes
of gaining peace may soon find them-
selves living with Shariah, without peace.

This cease-fire smacks of a similar
deal the previous government of Pervez
Musharraf arranged in Pakistan’s tribal
areas in 2006. That deal created a Tali-

ban sanctuary and led to sharp increases
in terrorist attacks, both in Afghanistan
and the Pakistan heartland. Sufi Moham-
med has signed three previous pacts
with various Pakistani governments ex-
tending the writ of Islamic law. Each in-
vited the next round of violent demands.

“Now that the Taliban have pressured
the Frontier’s provincial government and
Islamabad into acquiescence in one part
of the country, what is to stop them from
replicating their designs elsewhere?”
asks Murtaza Razvi, an editor with the
Dawn newspaper. Good question. It
doesn’t induce confidence that the gov-
ernment capitulated even when it was
fielding 10,000 troops against a Taliban
force estimated at 2,000. If Pakistan’s mil-
itary can’t defeat a militia 100 miles from
Islamabad, its reputation as the coun-
try’s one competent institution and guar-
antor of security will fast evaporate.

Mr. Zardari’s government has hereto-
fore shown a willingness to fight the Tali-
ban and has taken an openly pro-U.S. line
since gaining power last year. It has also
allowed the CIA’s Predator strikes, which
have reportedly killed 11 top al Qaeda

leaders. Pakistanis have also consistently
repudiated Islamists at the ballot box.

This makes it all the more crucial that
Mr. Zardari not squander this public sup-
port by backing down against Islamist
terrorism. The longer the Swat cease-
fire lasts, the more likely the region will
become another safe haven for extrem-
ists inside Pakistan—and an existential
threat to Mr. Zardari’s government and
moderate Pakistani Muslims.

The New Sultans of Swat

B
efore heading to Beijing on Fri-
day, Hillary Clinton told report-
ers that pressing China on hu-
man rights “can’t interfere”
with cooperation between the

U.S. and China on “the global economic
crisis, the global climate change crisis
and the security crisis.” Oh really?

Beijing’s bad rights record already in-
terferes with U.S.-China ties. The same
nontransparent judicial system that jails
dissidents can hurt U.S. businesses and
businessmen. Witness the case of Jude
Shao, an American who was jailed for 10
years on tax-evasion and fraud charges de-
spite the lack of credible evidence. More
than 50 Americans are currently impris-

oned in China, many for similar alleged
economic crimes.

Or consider the media restrictions
that have exacerbated food- and product-
safety problems by preventing Chinese
reporters from breaking news of safety
problems before they spread. The results
have been greater fears from U.S. con-
sumers over the safety of imported
goods and greater calls for trade barriers
from some in Congress. China’s stifling
of domestic investigative reporters and
foreign journalists also makes it hard to
tell if or when Beijing is concealing pub-
lic health problems of global import, like
avian influenza, SARS or AIDS.

At best, Mrs. Clinton’s comment is a se-

rious rookie mistake. At worst, it’s a slap
to dissidents in China, including at least
12 who were placed under house arrest
during her visit. The new Secretary of
State has ceded rhetorical ground to
Beijing just as authorities may intensify a
crackdown on dissent—this year is the
50th anniversary of the Tibetan uprising,
the 20th anniversary of the Tiananmen
Massacre and the first anniversary of the
Llasa uprising.

Her statement also could mark a trou-
bling change in U.S. policy. Previous Ad-
ministrations of both parties viewed hu-
man rights as an important issue, even if
rights weren’t always front and center in
bilateral talks. First Lady Clinton herself

publicly condemned China’s one-child
policy at a United Nations summit in
Beijing in 1995. President George W. Bush
met with the Dalai Lama in the White
House, and discussed religious freedom
with Chinese President Hu Jintao.

Beijing then had no choice but to lis-
ten, because those Administrations had
consistently said they cared about Chi-
na’s rights record. But Mrs. Clinton’s lat-
est pronouncement signals to Beijing
that leaders can ignore rights with rela-
tive impunity, even as she herself met
with activists on this trip. If Mrs. Clin-
ton’s comment was a mistake, now’s the
time to say so. If it is a change in policy,
now’s the time to reconsider.

D
ebt-laden state governments
were supposed to be the big
winners from the $787 billion
U.S. economic stimulus bill.
But at least five Republican

Governors are saying thanks but no
thanks to some of the $150 billion of “free”
money doled out to states, because it
could make their budget headaches much
worse down the line. And they’re right.

These Governors—Haley Barbour of
Mississippi, Bobby Jindal of Louisiana,
Butch Otter of Idaho, Rick Perry of Texas
and Mark Sanford of South Carolina—all
have the same objection: The tens of bil-
lions of dollars of aid for health care, wel-
fare and education will disappear in two
years and leave states with no way to fi-
nance the expanded programs. Mr. Perry
sent a letter to President Barack Obama
last week warning that Texas may refuse
certain stimulus funds. “If this money ex-
pands entitlements, we will not accept it.
This is exactly how addicts get hooked on
drugs,” he says.

Consider South Carolina. Its annual
budget is roughly $7 billion and the stim-

ulus will send about $2.8 billion to the
state over two years. But to spend the
hundreds of millions of dollars allocated
to the likes of child-care subsidies and
special education, the state will have to
enroll thousands of new families into the
programs. “There’s no way politically
we’re going to be able to push people out
of the program in two years
when the federal money
runs out,” Mr. Sanford says.

The Medicaid money for
states is also a fiscal time
bomb. The stimulus bill tem-
porarily increases the share
of state Medicaid bills reim-
bursed by the federal gov-
ernment by two or three per-
centage points. High-income states now
pay about half the Medicaid costs, and in
low-income states the feds pay about
70%. Much of the stimulus money will
cover health-care costs for unemployed
workers and single workers without
kids. But in 2011 almost all the $80 billion
of extra federal Medicaid money van-
ishes. Does Congress really expect states

to dump one million people or more from
Medicaid at that stage?

The alternative, as we’ve warned, is
that Congress will simply extend these
transfer payments indefinitely. Pete
Stark, David Obey and Nancy Pelosi no
doubt intend exactly this, which could tri-
ple the stimulus price tag to as much as $3

trillion in additional spend-
ing and debt service over 10
years. But the states would
still have to pick up their
share of this tab for these
new entitlements in perpe-
tuity. Thanks, Washington.

Governors are protesting
loudest over the $7 billion
for unemployment insur-

ance (UI) expansions. Under the law,
states will increase UI benefits by $25 a
week. The law also encourages states to
cover part-time workers for the first
time. The UI program is partly paid for by
state payroll taxes imposed on employers
of between 0.5% and 1% of each worker’s
pay. Mr. Barbour says that in Mississippi
“we will absolutely have to raise our pay-

roll tax on employers to keep benefits run-
ning after the federal dollars run out. This
will cost our state jobs, so we’d rather not
have these dollars in the first place.”

The problem for these Governors is
that they may be forced to spend the fed-
eral money whether they want it or not.
Representative James Clyburn of South
Carolina slipped a little-noticed provision
into the stimulus bill giving state legisla-
tures the power to overrule Governors
and spend the money “by means of the
adoption of a concurrent resolution.”
Moststate legislaturesare versionsof Con-
gress; they can’t say no to new spending.

These five Governors deserve credit
for blowing the whistle on the federal
trap that Washington has set for their
budgets. They stand in contrast to most
of the other Governors, who are praising
the stimulus as a way to paper over their
fiscal holes through 2010. But money
from Congress is never as free as it looks,
as the banks can attest. Don’t be sur-
prised if two years from now states are
still facing mountainous deficits. They
will have their Uncle Sam to thank.
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Hillary on Human Rights
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Japan Growth I JP EQ LUX 02/20 JPY 4725.00 –16.8 –47.0 –36.8
Japan Strat Value A JP EQ LUX 02/20 JPY 4194.00 –18.7 –54.0 –40.1
Japan Strat Value I JP EQ LUX 02/20 JPY 4276.00 –18.6 –53.7 –39.6
Real Estate Sec. A OT EQ LUX 02/20 USD 8.19 –23.2 –55.7 –43.8
Real Estate Sec. B OT EQ LUX 02/20 USD 7.55 –23.4 –56.2 –44.4
Real Estate Sec. I OT EQ LUX 02/20 USD 8.74 –23.2 –55.3 –43.4
Short Mat Dollar A US BD LUX 02/20 USD 6.60 –2.0 –20.6 –11.8
Short Mat Dollar A2 US BD LUX 02/20 USD 8.61 –1.7 –20.6 –11.8
Short Mat Dollar B US BD LUX 02/20 USD 6.60 –2.0 –21.0 –12.2
Short Mat Dollar B2 US BD LUX 02/20 USD 8.60 –1.8 –21.0 –12.3
Short Mat Dollar I US BD LUX 02/20 USD 6.60 –1.9 –20.1 –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 02/23 EUR 10.05 –0.2 –1.3 –0.7
DJE-Absolut P GL EQ LUX 02/23 EUR 169.22 –3.4 –28.2 –15.6
DJE-Alpha Glbl P EU BA LUX 02/23 EUR 146.60 –4.7 –24.8 –12.7
DJE-Div& Substanz P GL EQ LUX 02/23 EUR 166.72 –4.7 –26.5 –15.3
DJE-Gold&Resourc P OT EQ LUX 02/23 EUR 140.03 7.1 –31.1 –9.6
DJE-Renten Glbl P EU BD LUX 02/23 EUR 121.75 1.7 –0.1 0.7
LuxPro-Dragon I AS EQ LUX 02/23 EUR 97.54 5.1 –36.8 –13.7
LuxPro-Dragon P AS EQ LUX 02/23 EUR 95.26 5.0 –37.2 –14.7
LuxTopic-Aktien Europa EU EQ LUX 02/20 EUR 12.70 –11.4 –26.6 –13.5
LuxTopic-Pacific AS EQ LUX 02/23 EUR 9.20 1.7 –49.5 –29.1

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 02/20 USD 244.76 –0.3 –20.7 –9.6
Sel Emerg Mkt Equity GL EQ GGY 02/20 USD 116.71 –10.9 –53.4 –26.0
Sel Euro Equity EUR US EQ GGY 02/20 EUR 67.56 –9.3 –47.5 –33.7
Sel European Equity EU EQ GGY 02/20 USD 113.13 –17.7 –54.8 –35.1
Sel Glob Equity GL EQ GGY 02/20 USD 119.72 –16.6 –51.6 –33.7
Sel Glob Fxd Inc GL BD GGY 02/20 USD 122.14 –5.3 –16.6 –6.6
Sel Pacific Equity AS EQ GGY 02/20 USD 78.76 –12.9 –50.1 –26.4
Sel US Equity US EQ GGY 02/20 USD 87.18 –13.5 –44.5 –28.4
Sel US Sm Cap Eq US EQ GGY 02/20 USD 112.04 –14.3 –47.5 –33.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/20 EUR 286.67 –1.8 –18.3 –10.5

DSF 50/50 EU BA LUX 02/20 EUR 209.82 –2.9 –25.8 –16.0
DSF 75/25 EU BA LUX 02/20 EUR 156.09 –3.9 –33.0 –21.7
KBC Eq (L) Europe EU EQ LUX 02/20 EUR 353.80 –9.0 –46.5 –33.6
KBC Eq (L) Japan JP EQ LUX 02/20 JPY 14187.00 –15.2 –44.5 –37.2
KBC Eq (L) NthAmer EUR US EQ LUX 02/20 EUR 395.23 –13.5 –43.9 –27.5
KBC Eq (L) NthAmer USD US EQ LUX 02/20 USD 575.77 –13.2 –42.4 –25.5
KBL Key America EUR US EQ LUX 02/19 EUR 285.10 –10.6 –46.1 –28.3
KBL Key America USD US EQ LUX 02/19 USD 298.88 –10.2 –45.4 –26.9
KBL Key East Europe EU EQ LUX 02/19 EUR 971.08 –8.2 –68.2 –43.3
KBL Key Eur Sm Cie EU EQ LUX 02/19 EUR 617.41 –1.8 –48.7 –36.1
KBL Key Europe EU EQ LUX 02/19 EUR 492.75 –5.0 –36.9 –27.3
KBL Key Far East AS EQ LUX 02/19 USD 827.84 –8.2 –51.4 –26.8
KBL Key Major Em Mkts GL EQ LUX 02/19 USD 321.52 –6.2 –61.9 –30.0
KBL Key NaturalRes EUR OT EQ LUX 02/19 EUR 354.75 4.1 –39.7 –18.0
KBL Key NaturalRes USD OT EQ LUX 02/19 USD 342.52 –5.0 –48.1 –19.4

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 02/20 USD 50.66 –8.1 –63.2 –41.7
LG India EA EQ MUS 02/19 USD 27.72 –13.1 –62.9 –30.5
Siberian Investment Co EE EQ IRL 01/30 USD 21.42 32.0 –73.3 –46.0
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Gold’s ‘perfect storm’ rages on
Price breaks $1,000;
experts talk of $2,000
(but in a few years)
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Nomura proceeds with plan
to issue 750 million shares

Dubai soothes markets with bond program

Source: Thomson Reuters Datastream
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ounce, down $11.50, or 1.15% 
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By Allen Sykora

Gold’s eight-year bull market
may have at least a few more years to
run and could carry the precious
metal beyond an inflation-adjusted
record north of $2,000 an ounce,
managers of precious-metals and nat-
ural-resource mutual funds say.

Friday, gold for February delivery
rose $25.70, or 2.6%, to $1001.80, the

highest settlement
for a front-month
contract since
March 18, when it
closed at a record

$1003.20. Prices surged 6.4% for the
week, but slipped back 1.2% to
$990.30 by late Monday morning in
New York.

“We don’t see this being near an
end at all,” said Brian Hicks, co-man-
ager of U.S. Global Investors’ Global
Resources Fund, which invests in
gold and other commodities. “In fact,
I would classify what is taking place
right now as a ‘perfect storm’ for
gold.”

Many investors are diversifying
away from financial assets and into
gold because of uncertainty about
the global economy and banking sec-
tor, he said.

“We think this definitely could be
a trend that continues,” he said. “The
bull market we’re seeing could go

much higher than people expect,
given what’s happening in the finan-
cial sector.”

To understand today’s strong in-
terest in gold, investors only need
to read newspaper headlines,
rather than study more fundamen-
tal supply and demand consider-
ations such as jewelry demand dur-
ing the Indian wedding season or
mining output, said John Hatha-
way, portfolio manager of Toc-
queville Gold Fund.

“It all comes down to what both-
ers investors,” he said. “They don’t
feel they can safely place their
money into financial assets. So they
look for other places to go, and gold
is one of the things that usually come
to the top of the list.”

He suggested the length of the
rally will hinge on how long the mac-

roeconomic uncertainty and the low
returns on other investments con-
tinue.

“I don’t think it’s speculative,” he
said. “It’s genuine concern about ev-
erything from the crumbling of the fi-
nancial system to the political land-
scape in the U.S. and economies
around the world in the free fall.”

Mark Johnson, portfolio manager
of USAA Precious Metals & Minerals
Fund, figures the spot price of gold
will “blow through” the March intra-
day peak of $1,032.70. Tocqueville’s
Mr. Hathaway suggested the price of
gold conceivably could hit a “multi-
ples of a thousand,” although this
might be a couple of years away.

Gold would have to climb to
around $2,200 to $2,300 to break the
1980 record, after adjusting prices
for inflation.

“Gold lagged the commodity bull
market that we saw up until 2008,”
said Mr. Hicks, the U.S. Global Inves-
tors manager. “So it’s not out of the
question for gold to rise to its infla-
tion-adjusted high, particularly
given the fact gold is a small market
and there are going to be a lot of dol-
lars with people looking to place
their money in tangible assets rather
than intangible assets at this point in
time.”

Tocqeville’s Mr. Hathaway said
the case for gold is helped by limited
global supplies of physical metal. Tra-
ditionally, much of the investment de-
mand has been in paper form. But in
the last half-year, there has been a
“tremendous” increase in the desire
to hold physical gold such as coins or
bars, he said.

SFCG bankruptcy filing
rattles stocks in Tokyo
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By Juro Osawa

TOKYO—Nomura Holdings Inc.
said it will forge ahead with a plan to
raise $3.2 billion by issuing new
common shares. The move is in-
tended to bolster a capital base
weakened by the slide in global fi-
nancial markets.

By issuing as many as 750 million
shares, or more than one-third of its
existing shares, Nomura could end
up triggering significant selling by
investors rather than strengthening
its capital base. Its shares have
fallen 19% following its Feb. 6 an-
nouncement of the rights issue. All
told, Nomura shares have lost 69%
of their value since the fiscal year be-
gan last April.

Nomura said as many as 716.4 mil-
lion shares will be offered to the pub-
lic and an additional 33.6 million to
Mitsubishi UFJ Securities, a Japa-
nese brokerage handling the issue’s
overallotment option.

Nomura’s business units in Ja-
pan and overseas will deploy the
new funds as working capital, No-
mura said in a statement. The com-
pany is still digesting its acquisition

of former Lehman Brothers opera-
tions last year and is looking for
ways to cut costs.

Nomura said it will decide on the
share-offering price during March
9-11. The brokerage said that it ex-
pects to raise about 302 billion yen
($3.2 billion).

Nomura shares closed up 3.1% to
463 yen Monday. However, the price
could slide in coming weeks if inves-
tors sell on broad disappointment
that Nomura didn’t trim the issue to
between 180 billion yen and 200 bil-
lion yen, as some analysts had pre-
dicted.

“We could see another 10% to
20% fall in coming days before the
deal prices,” a Japanese banking an-
alyst said.

Nomura intends to issue 341.4
million new shares to the public in
Japan and 310.8 million overseas; it
will also issue rights to 64.2 million
additional shares overseas.

The date for final pricing is sub-
ject to change and could be
amended as early as March 4, the
company said.
 —Bradford Frischkorn

contributed to this article.

By Maria Abi-Habib

And Nikhil Lohade

DUBAI—Dubai stocks moved
higher and interbank lending rates
eased Monday after the emirate’s
government initiated a $20 billion
bond program, half of which was
taken up by the U.A.E. Central Bank.

The move allayed some fears
that Dubai and government-owned
companies would struggle to refi-
nance debt obligations this year.

“The issuance at this time shows
that, even if international [debt]
markets dry up, the federal govern-
ment and central bank will step in to
help Dubai,” said Yazan Abdeen, an
equity fund manager at ING Invest-
ment Management. “It shows a real
commitment to the development of
Dubai and keeps its plans intact.”

The Dubai Financial Market, or
DFM, jumped 7.9% to 1652.98. The
DFM shed 72% of its value last year.

Government-linked companies
such as real-estate developer
Emaar Properties PJSC and Dubai
Financial Market PJSC paced the
advance, both rising 15%.

In credit markets, the three-
month Emirates Interbank Offered
Rate traded at 3.39%, down sharply
from 3.43% Saturday, a Dubai-based
trader told Zawya Dow Jones.

Spreads on credit default swaps,
or CDS, also tightened significantly.

Government companies such as
developer Nakheel PJSC saw their
spreads widen last year on con-
cerns they would default on debt ob-
ligations as international credit
markets dried up. Nakheel has $3.5
billion to refinance in Dec. 2009

when its sukuk, or Islamic bond, ex-
pires.

The U.A.E. department of fi-
nance said late Sunday that the
$20 billion bond program would be
used for Dubai to meet its financial
obligations and continue its devel-
opment program.

The bond is an unsecured fixed
rate paper yielding 4% a year with a
five-year maturity, the statement
said. Dubai and state-owned com-
pany debt totaled about $80 billion
at the end of 2008.

“Although we believe that Dubai
is still very much in the midst of an
economic downturn … this outcome
is a big shot in the arm for senti-
ment on the Dubai exchanges,” said
Ian Munro, head of research at MAC
Capital Advisors, a Dubai-based in-
vestment-banking firm.

By Atsuko Fukase

TOKYO—A bankruptcy protec-
tion filing by a relatively little-
known Japanese lender sent shock-
waves through Tokyo’s stock mar-
ket, as Japan’s biggest corporate col-
lapse this year led to a sharp selloff
in nonbank lenders.

Underlining fears for the health
of companies exposed to loans to
small firms, which are struggling in
Japan’s shrinking economy, SFCG
Co. said in a statement it filed for
court protection from creditors
with debts totaling 338 billion yen
($3.63 billion).

SFCG shares were suspended
from trading Monday by the Tokyo
Stock Exchange, leaving the com-
pany with a market capitalization of
just over 13 billion yen. The com-
pany will be delisted March 24.

Credit-research agency Teikoku
Data Bank said SFCG’s collapse is Ja-
pan’s largest this year and the 10th
failure of a listed company in 2009.

Shares of Japanese nonbank lend-

ers plunged on SFCG’s filing, news
of which spread just before the open-
ing bell. Independent lenders not af-
filiated with big banks fell particu-
larly sharply.

“Investors are now worried that
bad loans are increasing signifi-
cantly among small and midsized
firms, weighing on financial institu-
tions, particularly those that lend
money to small firms,” said Hi-
royuki Fukunaga, chief executive of
investment-research firm Inves-
trust Inc. The negative sentiment is
likely to linger, further squeezing
the market, Mr. Fukunaga said.

SFCG said business conditions
for its borrowers, mainly real-estate
firms, contractors and those in fi-
nance and insurance, had drasti-
cally deteriorated because of the glo-
bal financial crisis. Such conditions
have helped squeeze Japan’s econ-
omy: Last week, the government
said the world’s second-biggest
economy shrank 3.3% in the fourth
quarter of 2008, contracting at its
sharpest pace in nearly 35 years.
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Twelve months ago it seemed inconceiv-
able that any European Union member
could face a sovereign debt crisis. It would
have been the stuff of fantasy to argue that
Ireland or Austria could be among those at
risk. Yet such an outcome is now within
the realm of possibility. And if one country
suffered a crisis, it would almost certainly
trigger a wave of crises, plunging the EU,
and especially the euro zone, into turmoil.

There is nothing inevita-
ble about this. But a way out
requires Germany to show
more vision.

Some euro-zone members—
Italy and Spain—are vulnera-
ble because they have lost
competitiveness over the
years and investors are skepti-
cal that they will be able to regain it. Others—
Austria and Belgium—have disproportion-
ately large banking sectors and/or banks
with huge exposures to crisis-hit regions
such as Eastern Europe. Ireland and Greece
have lost competitiveness and have very ex-
posed banking sectors.

One way forward might be for govern-
ments to collectively issue euro-zone
bonds, rather than their own national
bonds. This would help address the prob-
lem of poor liquidity that has bedevilled
many of the smaller euro-zone financial
markets. And it would reduce borrowing
costs for most euro-zone countries.

There are, however, obstacles. German
borrowing costs would rise, as it shared its
fiscal credibility with the rest of the euro
zone. It might be hard for Berlin to con-
vince taxpayers that they should help pay
for other countries’ mistakes.

Also, such a move would arguably let
profligate countries off the hook. It might
then be difficult to ensure budgetary disci-

pline in the fiscally weaker countries. The
issuance of euro-zone bonds would require
a far greater degree of political integration
in the euro zone in order to curb the bud-
getary autonomy of member states.

These concerns highlight what many
economists have always believed to be the
inherent contradiction in economic and mon-
etary union: the absence of a political union.
However, the German government’s objec-

tion to the pooling of bond is-
suance—that it would cost
Germany too much money—is
parochial. The alternative, fail-
ing to help its neighbors,
would be much more costly
for Germany and Europe.

Berlin is slowly realizing
this. German Finance Minister

Peer Steinbrück last week indicated that
there may be a case to support hard-hit mem-
bers of the euro zone. But he is mistaken if
he thinks a fiscal crisis in one member state
would be a cleansing experience, with the
chastened country receiving a highly condi-
tional, IMF-type bailout, and the others learn-
ing the lesson of their errant ways. More-
over, pre-emption is a better strategy than
dealing with a crisis once it occurs.

First, one sovereign crisis would almost
certainly lead to others as investors rap-
idly turned their attention to the next
weakest link. There will be no shortage of
euro-zone economies experiencing severe
fiscal pressures.The direct costs of a bail-
out could be surmountable in the case of
Ireland or Greece, but would pose a much
bigger challenge in the case of larger mem-
ber states, such as Spain or Italy.

Second, there would be indirect costs
from a fiscal crisis in neighboring countries
to the German economy, which depends on
exports to the rest of the euro zone. The

last thing Berlin
needs is a further
collapse in exter-
nal demand.

Third, there is
a worst-case sce-
nario. If Italy or
Spain were to de-
fault on its sover-
eign debt—per-
haps as a result
of the rest of the
euro zone’s fail-
ing to agree on a
bailout or attach-
ing excessively
onerous terms to
one—the reper-
cussions for the
euro zone could
be dramatic and
could well lead to
its breakup.

For large, in-
flexible econo-
mies, it is far
from clear that
default within the
currency union is
more plausible
than a default
and a move to leave it. A member state
could decide that having defaulted—and
thus having cut itself off, at least tempo-
rarily, from most sources of capital—it
may as well exit the euro zone and de-
value. This would at least help to restore
competitiveness and get the economy grow-
ing again, while in the longer term import-
ing inflation of course. If one country were
to leave, pressure on others to follow suit
would be intense.

Germany can’t afford to be sanguine

about such an out-
come. German
companies have
spent years hold-
ing down costs.
The result has
been improved
competitiveness
versus the rest of
the euro zone,
but at the ex-
pense of weak do-
mestic demand. If
the euro zone
were to unravel,
Germany would
experience a huge
real appreciation,
reversing almost
overnight the
competitiveness
gains it has pain-
fully ground out.

A move to is-
sue euro-zone
bonds may help
prevent such a
worst-case sce-
nario. And it
would not mean
Germany sacrific-

ing its own interests for the good of Eu-
rope. A country as export-dependent and
politically reliant on the EU as Germany is
cannot afford to be blasé about economic
crises in neighboring countries.

Germany is going to have to show soli-
darity one way or another, so it should do
so in a way that imposes the fewest costs
on itself and maximizes its political capital.

Mr. Tilford is chief economist at the Center
for European Reform.

By Matthew Kaminski

SACRAMENTO, Calif.—As California
goes, says an old cliché, so goes America.
Oh my.

These days, the Golden State leads Amer-
ica on economic and fiscal dysfunction, from
the empty homes spread across the Central
Valley to the highest state budget shortfall
in U.S. history. Meanwhile, its political class
pioneers denial in the face of catastrophe.

The spark for the immediate political
crisis was a familiar Californian discovery,
a fiscal hole of $41 billion. Gov. Arnold
Schwarzenegger declared an “emergency”
in November and took legislative leaders
behind closed doors to hammer out a com-
promise. The budget adopted in a mara-
thon session last week splits the baby, clos-
ing the deficit with spending cuts (hated
by the left) and tax hikes (ditto the right),
all the while largely failing to tackle the
state’s built-in structural defects.

Some parts of the deal, such as borrow-
ing from future lottery receipts, may yet
collapse at the ballot in May, and California
could soon be back in line to mark another
first—state bankruptcy. In anticipation,

Standard & Poor’s this month downgraded
its bond rating a notch below Louisiana’s.

Even discounting for the impact of glo-
bal recession, the most populous state’s ills
are unique and self-inflicted—and avoid-
able. In the last three decades, California ex-
panded the public sector and regulation to
Europe-like dimensions. Schools, state em-
ployees, health care, even dog kennels, bene-
fited from largesse in flush times. Govern-
ment workers got 16 official holidays, every-
one else six. The state dabbled with univer-
sal health care and adopted
strict environmental stan-
dards. In short, California
went where the new U.S. presi-
dent and Nancy Pelosi of San
Francisco want America to go.

Now there’s much to rec-
ommend the Old World. Cali-
fornia brings to mind my last
home, France—blessed with
fertile soil for wines, sun-
blanched beaches, and a well-educated popu-
lace. Amusingly, both states are led by bling-
bling immigrants married to glamorous
women and elected to shake up the status
quo. In both departments, the governator
got a head start on Nicolas Sarkozy in Paris.

The parallels are also disquieting. The
French have long experienced the unin-
tended consequences of a large public sec-
tor. Ask them about it. As the number of peo-
ple who get money from government grows,
so does the power of constituencies dedi-
cated to keep this honey dripping. Even
when voters recognize the model carries
drawbacks, such as subpar growth, high
taxes, an uncompetitive business climate
and above-average unemployment, their
elected leaders find it near impossible to
tweak the system. This has been the story of
France for decades, and lately of California.

Six years ago, Mr. Schwarzenegger ar-
rived in Sacramento to “cut up the credit
card” and give the girlie men at the State
Capitol a testosterone shot. California lan-

guished then in a fiscal crisis whose causes
were pretty much the same as today. The
hapless Gray Davis had been recalled, and
the Austrian-born actor made a promising
start to break the pattern.

In 2005, the governor pushed an ambi-
tious ballot initiative to impose a hard
state spending cap, limit the unions’ politi-
cal buying power, tighten requirements for
teacher tenure, and overhaul a gerryman-
dered state political map. Arnold lost.

After that setback, Mr. Schwarzenegger
shifted his attention to green
jobs and energy, winning fans
in Europe and among Demo-
crats. “He’s recognized that
California’s a pretty moderate
place,” says Darrell Steinberg,
the Democratic president pro
tem of the Senate. “You’ve got
to govern from the middle.”

People closer to the gover-
nor offer a different take.

“Once he got beat, he reverted back to, ‘I
want to be liked,’” says a former
Schwarzenegger aide. “It’s classic narcis-
sism.” (The governor declined requests for
an interview, but I did walk away with
three custom-made Daniel Marshall cigars
from his office.)

In the Arnold era, the overall cost base
has stayed the same as in the Davis era. That
isn’t entirely his fault. California’s constitu-
tion locks in higher spending in good years,
paving the way for huge deficits in the
down. A dependence on a highly progressive
tax code leaves it particularly vulnerable to
boom and bust cycles. Democrats run the leg-
islature. Across the street from the Capitol,
the offices of unions and lobbyists are argu-
ably the real locus of power in Sacramento.

In this budget debacle, Mr. Schwarzeneg-
ger found himself back where his remark-
able political journey began in 2003. Only
now with him in the Davis role. The pill is
bitterer still since the budget he signed Fri-
day will raise the vehicle tax—the same

Davis tax increase he campaigned against
and terminated in his first act in office.

Neither side won with this deal, to which
the one good alternative would be a time
machine to take Sacramento’s political class
back five years and do it right then. In the
event, Republicans split, and signed off on
$12.8 billion in new taxes and a less than air-
tight spending cap. State personnel reduc-
tions are minimal, further infuriating their
base. The Democrats swallowed $15 billion
in spending cuts, which unions vow to fight.

California is in a French-like bind: unable
to afford a welfare-type state, and unable to
overhaul it. “The people say they want all
these programs, then there’s nothing they
want to pay for,” says Hector De La Torre, a
Democratic assemblyman. “The schizophre-
nia in the legislature reflects the peoples’.”

Last week’s deal likely won’t keep the
state in balance beyond 18 months, per-
haps even fewer. “This budget will take us
through 2010,” says Karen Bass, the Assem-
bly speaker, a Democrat from Los Angeles.
“I don’t know if it will hold.”

Some Democrats and Republicans pri-
vately say the best option may be failure.
The rough scenario is fiscal insolvency, fol-
lowed perhaps by federal receivership. No
precedent or legal avenue exists for a state
to reorganize its affairs under a form of
Chapter 11 protection, but that striking sug-
gestion sounds better by the day.

The expectations for Mr. Schwarzeneg-
ger’s two remaining years in office are low,
leaving many of his supporters to ponder
the might-have-been. “No one has the polit-
ical incentives to cut government,” says a
Republican strategist. “It takes tremen-
dous political capital, which Arnold had.
It’s a tragedy to have this rare moment
when you can try to change and waste it.”

For America, California is the what-
might-be.

Mr. Kaminski is a member of the Journal’s
editorial board.

Euro zone
bonds would be

in Germany’s
interests.

s 2009 Dow Jones & Company. All Rights Reserved

Unable to
afford a

welfare state
and unable to

reform it.
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Am Blend Portfolio A US EQ LUX 02/20 USD 7.04 –14.3 –45.9 –30.1

Am Blend Portfolio I US EQ LUX 02/20 USD 8.23 –14.3 –45.5 –29.6

Am Growth A US EQ LUX 02/20 USD 21.27 –7.1 –31.9 –19.3

Am Growth B US EQ LUX 02/20 USD 18.04 –7.2 –32.6 –20.1

Am Growth I US EQ LUX 02/20 USD 23.42 –7.0 –31.4 –18.7

Am Income A US BD LUX 02/20 USD 7.08 –0.8 –10.3 –4.4
Am Income A2 US BD LUX 02/20 USD 15.17 –0.3 –10.2 –4.3
Am Income B US BD LUX 02/20 USD 7.08 –0.9 –11.0 –5.1
Am Income B2 US BD LUX 02/20 USD 13.16 –0.4 –10.8 –5.0
Am Income I US BD LUX 02/20 USD 7.08 –0.8 –9.8 –3.8
Am Value A US EQ LUX 02/20 USD 6.42 –11.0 –39.8 –26.3
Am Value B US EQ LUX 02/20 USD 5.96 –11.2 –40.5 –27.0
Am Value I US EQ LUX 02/20 USD 6.87 –10.8 –39.3 –25.6
Asian Technology A OT EQ LUX 02/20 USD 7.90 –9.7 –45.0 –30.6
Asian Technology B OT EQ LUX 02/20 USD 6.97 –9.8 –45.5 –31.3
Asian Technology I OT EQ LUX 02/20 USD 8.75 –9.6 –44.6 –30.0
Emg Mkts Debt A GL BD LUX 02/20 USD 11.47 –0.9 –19.5 –8.3
Emg Mkts Debt A2 GL BD LUX 02/20 USD 13.86 –0.4 –19.5 –8.2
Emg Mkts Debt B GL BD LUX 02/20 USD 11.47 –1.0 –20.3 –9.2
Emg Mkts Debt B2 GL BD LUX 02/20 USD 13.47 –0.5 –20.2 –9.1
Emg Mkts Debt I GL BD LUX 02/20 USD 11.47 –0.9 –19.1 –7.8
Emg Mkts Growth A GL EQ LUX 02/20 USD 18.06 –9.9 –58.2 –29.1
Emg Mkts Growth B GL EQ LUX 02/20 USD 15.43 –10.0 –58.7 –29.8
Emg Mkts Growth I GL EQ LUX 02/20 USD 19.88 –9.8 –57.9 –28.5
Eur Blend A EU EQ LUX 02/20 EUR 8.19 –10.3 –47.6 –33.7
Eur Blend I EU EQ LUX 02/20 EUR 8.37 –10.3 –47.2 –33.2
Eur Growth A EU EQ LUX 02/20 EUR 5.20 –6.6 –44.3 –30.4
Eur Growth B EU EQ LUX 02/20 EUR 4.71 –6.9 –45.0 –31.2
Eur Growth I EU EQ LUX 02/20 EUR 5.63 –6.6 –43.9 –29.9
Eur Income A EU BD LUX 02/20 EUR 4.97 –1.6 –20.8 –13.7
Eur Income A2 EU BD LUX 02/20 EUR 9.12 –1.0 –20.6 –13.6

Eur Income B EU BD LUX 02/20 EUR 4.97 –1.6 –21.4 –14.3
Eur Income B2 EU BD LUX 02/20 EUR 8.53 –1.2 –21.3 –14.3
Eur Income I EU BD LUX 02/20 EUR 4.97 –1.5 –20.4 –13.2
Eur Strat Value A EU EQ LUX 02/20 EUR 5.99 –13.9 –51.2 NS
Eur Strat Value I EU EQ LUX 02/20 EUR 6.09 –13.9 –50.8 NS
Eur Value A EU EQ LUX 02/20 EUR 6.29 –13.6 –48.2 –35.0
Eur Value B EU EQ LUX 02/20 EUR 5.83 –13.9 –48.8 –35.7
Eur Value I EU EQ LUX 02/20 EUR 7.21 –13.7 –47.9 –34.5
Gl Balanced (Euro) A EU BA LUX 02/20 USD 11.22 –7.7 –36.2 NS
Gl Balanced (Euro) B EU BA LUX 02/20 USD 11.03 –7.8 –36.9 NS
Gl Balanced (Euro) C EU BA LUX 02/20 USD 11.16 –7.7 –36.4 NS
Gl Balanced (Euro) I EU BA LUX 02/20 USD 11.36 –7.6 –35.8 NS
Gl Balanced A US BA LUX 02/20 USD 11.98 –9.9 –38.5 –22.8
Gl Balanced B US BA LUX 02/20 USD 11.49 –10.0 –39.1 –23.6
Gl Balanced I US BA LUX 02/20 USD 12.35 –9.8 –38.1 –22.3
Gl Bond A US BD LUX 02/20 USD 8.41 –1.2 –4.2 –0.3
Gl Bond A2 US BD LUX 02/20 USD 14.07 –1.0 –4.3 –0.3
Gl Bond B US BD LUX 02/20 USD 8.41 –1.3 –5.3 –1.3
Gl Bond B2 US BD LUX 02/20 USD 12.43 –1.1 –5.3 –1.3
Gl Bond I US BD LUX 02/20 USD 8.41 –1.2 –3.7 0.3
Gl Conservative A US BA LUX 02/20 USD 12.51 –5.1 –22.7 –11.9
Gl Conservative A2 US BA LUX 02/20 USD 13.84 –5.1 –22.7 –11.9
Gl Conservative B US BA LUX 02/20 USD 12.49 –5.2 –23.4 –12.8
Gl Conservative B2 US BA LUX 02/20 USD 13.26 –5.2 –23.5 –12.8
Gl Conservative I US BA LUX 02/20 USD 12.55 –4.9 –22.1 –11.3
Gl Eq Blend A GL EQ LUX 02/20 USD 7.54 –15.7 –55.5 –35.9

Gl Eq Blend B GL EQ LUX 02/20 USD 7.14 –15.7 –55.9 –36.6
Gl Eq Blend I GL EQ LUX 02/20 USD 7.90 –15.5 –55.1 –35.4
Gl Growth A GL EQ LUX 02/20 USD 28.32 –12.2 –54.4 –33.7
Gl Growth B GL EQ LUX 02/20 USD 23.84 –12.3 –54.8 –34.4
Gl Growth I GL EQ LUX 02/20 USD 31.23 –12.1 –54.0 –33.2
Gl High Yield A US BD LUX 02/20 USD 2.97 1.0 –28.9 –15.7
Gl High Yield A2 US BD LUX 02/20 USD 5.85 1.6 –29.0 –15.7
Gl High Yield B US BD LUX 02/20 USD 2.97 0.8 –29.8 –16.6
Gl High Yield B2 US BD LUX 02/20 USD 9.49 1.5 –29.7 –16.5
Gl High Yield I US BD LUX 02/20 USD 2.97 1.0 –28.5 –15.2
Gl Value A GL EQ LUX 02/20 USD 6.88 –19.0 –56.6 –38.2
Gl Value B GL EQ LUX 02/20 USD 6.37 –19.2 –57.1 –38.9
Gl Value I GL EQ LUX 02/20 USD 7.27 –18.9 –56.3 –37.7
India Growth A EA EQ LUX 02/20 USD 54.40 –5.8 –55.4 –19.3
India Growth B EA EQ LUX 02/20 USD 46.90 –6.0 –55.8 –20.1
India Growth I EA EQ LUX 02/20 USD 56.16 –5.8 –55.2 –19.1
Int'l Health Care A OT EQ LUX 02/20 USD 113.89 –3.0 –26.7 –15.9
Int'l Health Care B OT EQ LUX 02/20 USD 96.89 –3.1 –27.4 –16.8
Int'l Health Care I OT EQ LUX 02/20 USD 123.59 –2.9 –26.1 –15.3
Int'l Technology A OT EQ LUX 02/20 USD 66.44 –9.2 –43.7 –26.5
Int'l Technology B OT EQ LUX 02/20 USD 58.06 –9.3 –44.3 –27.3
Int'l Technology I OT EQ LUX 02/20 USD 73.99 –9.1 –43.3 –26.0
Japan Blend A JP EQ LUX 02/20 JPY 4408.00 –17.9 –50.8 –38.7
Japan Blend I JP EQ LUX 02/10 JPY 4783.00 –12.7 –45.2 –35.3
Japan Growth A JP EQ LUX 02/20 JPY 4623.00 –16.9 –47.4 –37.3
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Hong Kong and Korea shares
jump, helped by news on Citi
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Non-trend following, technical strategy or fundamental, macro-view strategies. Invest across
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5 Kohinoor 36 South USDiCayman Isl –0.99 67.62 36.46 18.03
Series Two Fund Investment Managers Limited

NS Thornhill Thornhill Fund USDiSt. Kitts &amp Nevis 17.94 62.44108.50
Global Limited

3 Roy G. R.G. Niederhoffer USDiCayman Isl 2.52 53.36 38.94 12.40
Niederhoffer Negative Correlation Capital Management Inc

4 Roy G. R.G. Niederhoffer USDiCayman Isl 1.60 50.41 42.27 15.15
Niederhoffer Div Offshore Ltd A Capital Management Inc

4 Roy G. R.G. Niederhoffer USDiCayman Isl 1.57 50.09 39.60 13.82
Niederhoffer Div Offshore Ltd B Capital Management Inc

4 FX Concepts FX Concepts Inc USDiBermuda 1.68 42.23 30.27 15.09
Gl Financial Mkt Offshore

4 FX Concepts FX Concepts Inc USDiUnited States 1.68 41.81 30.02 15.10
Gl Financial Mkt Onshore

5 Balestra Balestra Capital USDiUnited States 4.31 38.57112.68 41.47
Capital Partners LP Ltd

1 Acer Acer Finance EURiFrance NS 37.70 40.03–18.96
Stratégie Acc

4 GMO Tactical GMO LLC USDiUnited States 36.51 36.51 26.42 NS
Opp Fund LP
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Finding life after bankruptcy
Wellman shed 80%
of workers and debt;
now tightly focused

Interstate Bakeries emerged from bankruptcy protection as a smaller, leaner
company—which still makes Twinkies, above, in Schiller Park, Ill.
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By Rosalind Mathieson

And V. Phani Kumar

Hong Kong and South Korean
shares gained sharply Monday, as
news that the U.S. government may
substantially raise its stake in Citi-

group gave many
regional markets a
boost.

Australia’s
benchmark index

fell, hurt by declines in BHP Billiton
and Rio Tinto. Indian markets were
closed for a holiday.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies dropped as
much as 2.8% in early trading as a
bankruptcy filing by nonbank
lender SFCG soured sentiment. But
the index retraced most of its losses
to end 0.5% lower at 7376.16.

Japanese nonbank lenders were
hurt by the SFCG news, with Takefuji
down 16% and Orix down 13%. SFCG
tumbled 15% on top of its 49% slump
over the previous nine sessions.

Big banks ended lower but recov-
ered from their early drops after the
Citigroup report. Mizuho Financial
Group fell 1.1%.

Toshiba shed 7.4% after the com-
pany said Friday it was considering
a capital increase.

In Hong Kong, the Hang Seng In-
dex surged 3.8% to 13175.10, spurred
by financials. China Construction
Bank jumped 5.3% and China Life In-
surance rallied 5.2%.

China’s Real Gold Mining, mak-
ing its trading debut in Hong Kong,
advanced nearly 14% from its initial-
public-offering price before giving
up those gains to finish unchanged.

The Korea Stock Price Index
jumped 3.2% to 1099.55 to snap a
five-session losing streak. Technol-
ogy and financial stocks found some
interest after recent large losses,
with KB Financial Group ending up
4%, LG Display gaining 5.1% and
Hynix Semiconductor jumping 12%.

Australia’s S&P/ASX 200 fell 1.5%
to 3351.20. Gold miners gained in
Sydney after the metal rose past
$1,000 an ounce Friday. Lihir Gold
added 0.9%.

Rio Tinto dropped 6.8% on con-
cerns that some shareholders could
oppose a planned investment in the
company by Aluminum Corp. of
China.

By Jeffrey McCracken

And Peter Lattman

It was a near-death experience
for the Twinkie.

Against the odds, Interstate Bak-
eries Corp., which makes Twinkies,
Ho Ho’s and Wonder Bread, emerged
this month from bankruptcy-court
protection in the worst financing en-
vironment in 75 years. It joins chemi-
cals maker Wellman Inc. as a rare re-
cent survivor of the U.S. Chapter 11
bankruptcy process.

A year ago, investors were will-
ing to pile into virtually any restruc-
turing. Today, they’re far more
picky, leaving the likes of Circuit
City Stores Inc. and ethanol giant Ve-
raSun Energy Corp. to liquidate.

The lesson of Interstate and Well-
man is that there is funding for com-
panies that have fanatically focused
their operations and taken out
costs. And that’s a hopeful sign for
scores of other companies trying to
avoid liquidation.

“I think in this era you need to
shrink down to just your very best
businesses,” said Jonathan Henes, a
Kirkland & Ellis attorney who over-
saw the Wellman case. “You need to
just focus on your core strength and
make the painful, hard decisions.”

The new companies are far
leaner than when they first sought
court protection from creditors. For
instance, Wellman, a South-Caro-
lina based maker of products used in
plastic soda bottles, has let go of
80% of its employees, shed 80% of
its debt and reduced revenues by
nearly 60%.

Interstate fell into bankruptcy
back in 2004, after consumers re-
jected its bread and pastries amid
the low-carb diet fad. It emerged
from court protection in February
with nearly $600 million of new eq-
uity and debt financing, no small
feat in this environment. Private-eq-
uity firm Ripplewood Holdings
gained control of Interstate, invest-
ing $130 million in a combination of
equity and convertible debt for a
50% stake. It also received warrants
to buy an additional 15% of the com-
pany.

Interstate’s existing secured
creditors own the balance of the eq-
uity. Led by Silver Point Finance
and Monarch Alternative Capital,
the creditors committed to a new se-
cured loan of roughly $350 million,

for which they received equity and
warrants in the company. General
Electric Co.’s finance arm also ex-
tended a $105 million credit facility.

Chief Executive Craig Jung, a
longtime food and beverage-indus-
try executive hired in 2007, said at
several points he thought Interstate
wouldn’t make it out of bankruptcy
because of financial-market gyra-
tions and fierce labor negotiations
with unions.

The Kansas City, Mo., company
employs 22,000 people across 41
bakeries, roughly a third of whom
are in the Teamsters union. Inter-
state locked horns over a new labor
deal, even enlisting former Missouri
Democratic Rep. Richard Gephardt
to broker an agreement.

As part of the deal, Interstate’s
19,000 union employees took an eq-
uity stake in the company and a
profit-sharing plan. In exchange,
workers agreed to concessions in-
cluding wage cuts and health-insur-
ance increases, saving Interstate
more than $50 million annually.

Wellman, which filed for bank-
ruptcy in February 2008, looked on
several occasions like it might have
to liquidate and fire all of its 1,000
employees. It entered bankruptcy
with sales of about $1.2 billion, debt
of $575 million and earnings of $27.1
million—meaning it was levered at
20 times.

For several months it shopped
around its entire three-plant opera-
tion, each of which made specialty
chemicals but with little overlap and
few of the same customers. But two
different plans fell apart due to
fights with or among debt holders
over valuations and other issues.
Each time, liquidation seemed
likely.

In October, financial adviser Laz-
ard Ltd. hatched a strategy to shut
or sell two plants, equal to 60% of
the company, and find a buyer for
the rest, which made a resin used in
the production of plastic bottles for
companies like PepsiCo Inc. This
plan was designed to focus on what
Wellman did best—and what it
made the most money on.

The company sold its engineer-
ing-resin plant in Johnsonville, S.C.,
for about $6 million, saving about
250 jobs. It closed a second plant in
Palmetto, S.C., which eliminated
about 500 jobs, many of them
former co-workers of new CEO Mark
Ruday.

“That was one of my hardest
days. I started there 20 years ago as
a plant controller,” said Mr. Ruday,
42 years old, who took over in May.
“I knew a lot of the people, saw them
shopping in the grocery store in
town. But I did it because I thought it
would save the rest of Wellman.
Those plants were unprofitable and
a drag on the rest of the company.”

A leaner and more profitable
Wellman emerged in early February
after BlackRock Financial Manage-
ment Inc. and Solus Alternative As-
set Management invested $35 mil-
lion in new capital in return for a sec-
ond-lien convertible note that can
be exchanged for a 50% stake. The
structure of the investment protects
the two hedge funds; if Wellman
ever gets back into Chapter 11, they
should either be paid back first or
their debt would make them its
owner.

Wellman now has annual sales
around $500 million and about 200
employees. It projects annual earn-
ings of $40 million to $50 million
with $125 million of debt.

Data as shown is for information purposes only. No offer is being made by
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