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Emergency-services personnel at the scene of a Turkish Airlines jet that crashed while trying to land at Schiphol Airport on Wednesday.

By Sara

Schaefer Muñoz

LONDON—British bank
HSBC Holdings PLC was
among the first banks to signal
the U.S. subprime crisis. Now,
when the global bank reports
2008 results Monday, it could
provide a window into the pace
and scope of the economic
downturn in Asia.

HSBC, one of the few large
banks world-wide that hasn’t
yet needed government sup-
port, has nearly a fifth of its
loan book in Asia, with about
half of those loans—some $100
billion—in Hong Kong alone. In
recent years, strong growth in
the region has helped the bank
offset losses elsewhere and
weather the financial crisis
much better than its peers.

But the dimming outlook
for Asia is raising concerns
that HSBC will become a bea-
con of the region’s woes. Ex-
ports are falling and economic
growth is evaporating across
the region, with Hong Kong’s
economy contracting 2.5% in
the last three months of 2008
compared with the year-ear-
lier period. Analysts expect
that to translate into waning
profits and more souring loans
for HSBC, putting pressure on
the bank to either raise cash or
cut dividends in an effort to
boost the capital cushion it
must maintain to absorb
losses.

“When the Asian downturn
kicks in more materially, that
will clearly be bad news” for
the bank, said Michael Helsby,

Please turn to page 27

Not just renewables
BP’s Tony Hayward of-
fers advice on enhancing
energy security. Page 13

LONDON—U.K. Treasury
officials and bank executives
were working out details of an
insurance plan aimed at put-
ting a lid on banks’ losses
Wednesday night, in what is
widely seen as the U.K.’s last
chance to avoid a full-scale na-
tionalization of the nation’s
two most troubled lenders.

After several weeks of in-
tense debate, the government
was moving toward insuring a
larger pool of assets and soft-
ening the terms of the insur-
ance, in a sign that the U.K.
wants to go easy to avoid fur-
ther intervention.

The government is consid-
ering insuring £500 billion
($724 billion) or more in bank
assets, most belonging to the
state-controlled Royal Bank
of Scotland Group PLC, a per-
son familiar with the matter
said. The terms of the insur-
ance are likely to be signifi-
cantly more lenient than
those the U.S. government
has imposed on some of its
banks, the person said.

Treasury officials were ex-
pected to have an announce-
ment ready to coincide with
RBS’s 2008 earnings report
due Thursday morning.

The insurance plan has sig-
nificant advantages for a gov-
ernment concerned about the
political repercussions of
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U.K. near
cap plan
for losses
at banks

News in Depth: Citigroup chafes under U.S. overseers
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By Daniel Michaels

And Andy Pasztor

A Turkish Airlines Boeing
737 crashed short of a run-
way while landing at Amster-
dam’s Schiphol Airport, kill-
ing at least nine of the 134
people aboard and injuring
at least 50, according to local
officials and the airline.

The accident, which oc-
curred in good weather and
killed both pilots, is the third
fatal accident involving a big
jetliner in Europe since Au-
gust. While it may be days or
weeks before investigators

get a clear picture of what
happened, Wednesday’s
crash comes amid a recent
rise in commercial accident
rates across Europe, the Mid-
dle East and Latin America.

The frequency of major
crashes of Western-built air-
liners in Europe jumped by
more than one-third last
year compared with 2007, ac-
cording to the latest statis-
tics released by the Interna-
tional Air Transport Associa-
tion. The rate climbed to al-
most one accident per two
million flights in 2008, com-
pared with one in roughly

three million flights through-
out the preceding three
years.

Although flying remains
extremely safe across devel-
oped countries, there are
other signs that traditional
safety programs by airlines
and aviation authorities are
losing some effectiveness.
Great Britain has among the
world’s lowest rate of air acci-
dents, but incidents such as
midair near-misses between
planes have been rising re-
cently, according to informa-
tion gathered by the British
Civil Aviation Authority and

reviewed by The Wall Street
Journal.

From a 10-year low of
fewer than 14 “high-risk” in-
cidents per million flights in
the U.K. during most of 2004
and 2005, by the end of last
year the rate roughly dou-
bled to almost 29 incidents
per million flights.

In the U.S., during just the
past three months, a pair of
high-profile incidents and
the fatal crash of a commuter
turboprop ended more than
two years of what had been
the safest period ever for the
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HSBC is early guide

To Asian loan losses

By Sara Schaefer Muñoz,
Alistair MacDonald and
Dana Cimilluca
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Bubble or secular shift?
The cash pouring into Euro-
pean corporate bonds since
the start of the year may
eventually depart as
quickly as it arrived, as one
broker has suggested. But
equally, the record issuance
could signal that disinter-
mediation is back on the
agenda. And European com-
panies are seeing a major
move toward a new,
U.S.-like approach to fund-
ing that moves them away
from a historical reliance
on banks.

True, the European in-
vestment-grade-bond mar-
ket has some way to go be-
fore it catches up in size
and importance to the U.S.
The Merrill Lynch U.S. Cor-
porate Master index con-
tains more than 2,500
bonds of nonfinancial com-
panies with a market value
of $1.5 trillion, while the
euro-denominated equiva-
lent has just 651 bonds val-
ued at Œ662 billion ($850
billion).

But the European mar-
ket has put on a spurt.
Euro-denominated issuance
this year already stands at
Œ79 billion—nearly 60% of
total 2008 volume, accord-
ing to Société Générale.

At the same time, bank
lending has plummeted. In-
vestment-grade syndicated
lending in the Europe, Mid-
dle East and Africa region
fell 59% in 2008 to $467 bil-
lion, data from Thomson
Reuters show.

That is creating new
pressures for European
companies. In the boom
years, banks were willing
to provide cheap loans with
maturities of five years
that could be extended out
to seven years, in direct
competition with the bond
market. Now, banks are will-
ing to lend for three years

at most, and capacity is set
to be constrained for
“many years,” says a sur-
vey by the Association of
Corporate Treasurers.

That is forcing many
companies to turn to the
bond market if they want
to reduce reliance on short-
term borrowing that needs
to be rolled frequently.

Hence mobile-phone gi-
ant Nokia debuted in the
euro bond market in Janu-
ary, selling five- and
10-year bonds to pay down
short-term debt and
strengthen its financial flex-
ibility. Switzerland’s Roche
is using bonds to replace
traditional M&A bridge fi-
nancing from banks, and
sold Œ11 billion of bonds
Wednesday on the heels of
a mammoth $16 billion is-
sue in the U.S. market to
fund its bid for Genentech.

Indeed, European compa-
nies are fundamentally reap-
praising their approach to
the bond market. Treasur-
ers would previously only
consider issuing bonds if
they offered a significant
price advantage. Now they
are recognizing the need to
build relationships with the

market. For example, truck-
maker Volvo AB last week
sold a five-year euro-de-
nominated bond with a cou-
pon of 9.875%, much higher
than the 5% it paid on a
10-year bond issued in May
2007.

Of course, not all compa-
nies are big enough to is-
sue bonds in the size—up-
ward of Œ500 million—
needed to get access to the
indices and thus ensure li-
quidity.

But investors are look-
ing for new ways to help
smaller companies bypass
the banks, too. For exam-
ple, U.K. insurer Pruden-
tial’s M&G unit is setting
up a £2 billion-£3 billion
($2.9 billion-$4.35 billion)
private placement fund
that will target smaller com-
panies that need refinanc-
ing.

All that suggests the
boom in European bond
markets is more than a
blip. So long as borrowers
are willing to be pragmatic
about pricing, demand is
likely to be there. After all,
if the new investors did
start to turn away, spreads
would soon widen to draw
them back in.

—Richard Barley

Reason to worry at Accor
The stock market may

think the resignation of six
Accor directors plus the ad-
dition of the chairmanship
to the responsibilities of the
company’s chief executive is
no big deal.

Shares in the French ho-
tel group initially rose
Wednesday on relief that
boardroom tensions between
the company’s two majority
shareholders, activists Col-
ony Capital and Eurazeo,
and former Chairman Serge
Weinberg, have been re-
solved. But they later sank
and ended down 6.3% for the
day, as investors digested
2008 earnings and a warning
of price cuts to win business.

Mr. Weinberg, a former
chairman of luxury-goods
group PPR, and the five
other departing directors
joined the board in 2005 fol-
lowing the appointment of
Gilles Pelisson, the nephew
of Accor founder Gerard Pe-
lisson, as CEO. Several lead-
ing shareholders, including
BNP Paribas, Société
Générale and Caisse des De-
pots, quit the appointment
committee in protest. Mr.
Weinberg’s appointment
was an olive branch.

True, Mr. Pelisson has
since proved his worth. He

has consistently improved
margins and returned cash
to shareholders. Occupancy
fell across Accor’s hotels
with the recession. Operating
profit in 2008 fell 3.5% while
net profit dropped 35%. (The
year-earlier results were
boosted by capital gains
from property sales.) But the
numbers were broadly in line
with forecasts.

Even so, this boardroom
bust-up raises worrying
questions for minority share-
holders. Reducing the size of
the board to 13 from 17
might allow for swifter deci-
sion-making. But without an
independent chairman to
protect their interests, inves-
tors are at the mercy of the
two private-equity firms.

Shareholders mightn’t
mind that so long as Eurazeo
and Colony Capital’s aims
seem aligned with their own.
Indeed, the pair were at
pains to point out that they
aren’t seeking any change in
strategy, nor are they look-
ing for a short-term exit. But
they are leveraged investors
with interests that might one
day lead them to push for a
very different strategy. Accor
shareholders may come to
regret being so laid-back.
 —Molly Neal

Scant interest in auction of AIG’s Asia unit
Potential bidders
gripe about price;
more Fed headaches

Europe’s corporate-bond boom

When insurer American Inter-
national Group put its Asian
crown jewel on the auction block
last year, it hoped a sale would
highlight the quality of its operat-
ing businesses while reducing the
debt owed to the U.S. Federal Re-
serve.

Instead, the sale has become a
symbol of a troubled auction pro-
cess and unrealistic expectations
that will only deepen AIG’s entan-
glements with the Fed in the years
ahead.

Bids for the unit in question,
American International Assurance
Co., are due Friday.

A number of prospective bid-
ders, including HSBC Holdings
and AXA SA, have abandoned the
process and people close to the auc-
tion say there may be no offers at
all.

AIG initially intended to sell
49% of AIA, which is Asia’s largest
life insurer with operations in 10
countries. It has since signaled it
would sell the whole unit.

The apparent failure of the auc-
tion helps explain why AIG has
asked the U.S. government to re-
structure the terms of its bailout.
A key aspect of that plan involves
permitting AIG to repay some of
its obligations to the government
with stakes in operating busi-

nesses, such as those in AIA.
An AIG spokesman said if any

potential buyers need more time,
“we’re prepared to work with bid-
ders.” He added, “We know there
will be multiple bidders.”

The possibility that AIA could
end up owned by the U.S. shows
the uncomfortable circumstances
of government rescue plans. When
the rescue was first hatched in mid-
September, the main concern was
how quickly AIG would pay back
government loans.

Now the Obama administration
must regard AIG as more of an op-
erating business, directly protect-
ing the company’s profitability
and assets.

AIG says the financial crisis has
hobbled its efforts to sell assets
and repay the government loans.
Banks are reluctant to provide
credit for major transactions, espe-
cially in the financial sector.
What’s more, valuing financial as-
sets has become difficult.

A December report by Credit-
Sights, an independent debt re-
search firm, illustrated the diffi-
culty of placing a value on AIG’s
subsidiaries amid the economic tu-
mult. The report said that in a
“best case” scenario, a 50% stake
in AIA’s Asian life-insurance opera-
tions outside Japan would be
worth $29.5 billion, but said the
“worst case” scenario was a 70%
discount, or $8.9 billion.

People close to potential bid-
ders also say AIG has been slow to
market the business, hindering
the sales effort.

As is often the case in auctions,
they also have griped about AIG’s
price expectations of $20 billion to
$40 billion on AIA. At that price,

AIA would be valued above the
market values of many suitors.

In addition, many of the as-
sumptions in the AIA sales
propsectus rely on information
from August that doesn’t take into
account the severe deterioration
in the market, the people say.

“We had a thorough and com-
prehensive information memoran-
dum that contained information
that was current as can be,” an AIG
spokesman said.

The prospectus itself was prom-
ised to prospective buyers in Octo-
ber but wasn’t delivered until two
weeks ago, leaving suitors with lit-
tle time to prepare a bid. At least
one bidder was annoyed to find
that the book was only 65 pages,
four of them dedicated to photos
of the Asian executives.

The parties initially interested
in vying for AIA included AXA of
France, HSBC, China Life Insur-
ance, Bank of China, Prudential

PLC, Zurich Financial Services’
Zurich Re and Swiss Reinsurance
Co. Temasek Holdings, the Sin-
gapore state-owned investment
company, was also considering in-
vesting alongside HSBC or Pruden-
tial.

Barring a last-minute change of
heart, none of the parties is now
likely to put forth a bid. A number
of the potential bidders value AIA
in the $15 billion range, well below
the threshold AIG had been expect-
ing.

AIG Chief Executive Edward
Liddy visited Beijing in January to
sound out Chinese authorities on
potential bids for AIA. But senior
Chinese leaders told potential bid-
ders they wouldn’t approve offers.

If AIG receives no bids or if the
bids it does receive are unsatisfac-
tory, the insurer would consider
spinning off the unit, according to
people familiar with its delibera-
tions.

One option would be to bring in
a partner, or “toe-hold” investor,
who would take a minority stake in
the business at what AIG considers
a fair market valuation. The
Obama administration could take
ownership of the rest of the com-
pany and hold onto the stake until
market conditions permit an ini-
tial public offering of stock.

It might pursue a similar course
for American Life Insurance Co., an-
other big foreign unit, this one sell-
ing in 50 countries from Japan to Eu-
rope. AIG recently received a prelim-
inary bid for this unit from MetLife
Inc., dependent on due diligence, ac-
cording to a person familiar with
the matter.

AIA traces its roots to China,
where a predecessor firm was
founded in 1919. AIA itself was cre-
ated after World War II, when AIG
was trying to get back into Asian
markets that had been essentially
shut down during hostilities.

AIA holds a strong—and in
some cases, dominant—position
in many of the 10 markets it serves.

AIA has long enjoyed a special
presence in China. In 1992, when
the Communist government was
gradually opening up to the out-
side world, AIG won the right to
have a wholly owned unit sell life
insurance in China.

The countries where AIA oper-
ates, including India and China,
count among the world’s fastest
growing markets for life insur-
ance. Life insurance premiums in
China grew 30% in 2007, according
to Swiss Re, and China still ac-
counts for less than 2.4% of the
world-wide life insurance market.
 —Leslie Scism

contributed to this article.

*For April 1, 2007, to March 31, 2008 Source: Swiss Re

Where the business is
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Fed chief plays down fears
Bernanke says U.S.
can aid banks without
nationalizing them

By Maya Jackson Randall

And Brian Blackstone

U.S. Federal Reserve Chairman
Ben Bernanke, trying again to dispel
fears about nationalization, said fed-
eral officials already have the tools
on hand to prop up banks that need
additional capital.

In response to a specific question
about Citigroup Inc.’s current woes,
Mr. Bernanke told the House Finan-
cial Services Committee Wednes-
day, “We will see how their [govern-
ment-run stress] test works out,
and we’ll see what evolves.” Nation-
alization, he said, misses the point.

Asked if the Citigroup could end
up nationalized, Mr. Bernanke said
he doesn’t see that happening. “It
may be the case that the govern-
ment will have a substantial minor-
ity share in Citi or other banks, but
again we have the tools…to make
sure that we get the good results we
want in terms of improved perform-
ance” without the negative effects
of a bankruptcy process or seizure,
which would be disruptive to the
markets, Mr. Bernanke said.

He added that he defines nation-
alization as the government taking
over 100% of a firm and wiping out
common shareholders. “I don’t
think we want to do that,” he said. “I
don’t think we need to do that.”

“There’snotanyneedtodoanyrad-
icalchange,ratherwecanusethetools
we have to make sure that those banks
are behaving in a way that’s both good
forbusiness in terms of long-term via-
bility but while also supporting the
economyintermsoflendinggoingfor-
ward,” Mr. Bernanke said.

In response to questions, he
noted that the goal of the Obama ad-

ministration’s revamped financial-
rescue plan is to ascertain whether
the nation’s largest 19 or 20 banks
have a sufficient amount of high-
quality capital to meet the needs of
their customers—even under a
weaker economic scenario.

Banks found to need additional
capital will have six months to raise
private capital, and if they can’t, the
government will step in and pur-
chase convertible preferred shares
in those firms. Additionally, those
shares could be converted to com-
mon shares to keep the banks well
capitalized, he noted.

Meanwhile, Mr. Bernanke added
that many smaller banks are in good
condition.

Mr. Bernanke also de-
fended the Fed’s handling
of the financial crisis so far.
“We’re not completely in
the dark,” he said in re-
sponse to questions from
Rep. Ron Paul (R., Texas), a
frequent critic of Fed pol-
icy. “We know broadly
speaking what needs to be
done,” Mr. Bernanke said.

He also reiterated that
he thinks the government’s
latest efforts will be suc-
cessful. “We do have a plan here, and
I think it’s going to work,” he said.

In describing the events last sum-
mer that prompted him and then-
Treasury Secretary Henry Paulson
to call on Congress to give the fed-
eral government new power to res-
cue the financial sector, Mr. Ber-
nanke said things were “very, very”
close to a major global meltdown.
However, government efforts since
then, such as new credit facilities
and initiatives under the $700 bil-
lion financial-rescue plan, have
helped prevent a major collapse of
the global economy, he said.

The Fed chairman also warned
that the “tremendous” problems in
the housing market could drive
down home prices too far. He said the

challenges facing the mortgage mar-
ket, combined with the enormous
supply in the housing market, “could
put us in real danger of driving hous-
ing well below fundamentals.”

Mr. Bernanke acknowledged that
as the government aims to help
stem foreclosures and help borrow-
ers modify or refinance their home
loans, some have raised concerns
about moral hazard. But, he added
that the housing market is grap-
pling with millions of foreclosures.
That’s likely more detrimental, not
just to the borrower and the lender,
but to the larger system, he said.

Meanwhile, Mr. Bernanke added
that he doesn’t see inflation as a
near-term problem. “We don’t ex-

pect inflation to be a prob-
lem for the next couple of
years,” he said.

Mr. Bernanke repeated
Wednesday that the reces-
sion should end this year,
and 2010 “will be a year of
recovery,” if actions taken
by the government lead to
some stabilization in finan-
cial markets.

On Tuesday, Mr. Ber-
nanke testified before the
Senate Committee on Bank-

ing, Housing and Urban Affairs, tell-
inglawmakers that he doesn’t believe
any major banks are on the verge of
failure and sought to quash specula-
tion that banks would need to be na-
tionalized, though he did leave open
the possibility.

Some Democratic lawmakers
have suggested the government was
heading toward nationalization,
though the Obama administration
has tried to discourage that specula-
tion. Mr. Bernanke’s views carry sig-
nificant weight because the Fed, a
bank regulator, plays a critical role
in financial-sector rescues and be-
cause of the central bank’s reputa-
tion as being nonpartisan.
 —Sudeep Reddy contributed

to this article.

By Alistair MacDonald

and Matthew Dalton

LONDON—A high-level Euro-
pean panel issued recommenda-
tions for an overhaul of the re-
gion’s financial-regulation system
Wednesday, stepping up a debate
over how to prevent a repeat of the
global financial crisis.

The panel, led by Jacques de
Larosière , the former French cen-
tral banker, called for the creation
of a new regional supervisory
council responsible for monitor-
ing broader systemic risks, and for
a gradual harmonization of regula-
tory rules within the region. The
panel recommended leaving the
day-to-day regulation of banks
and other financial institutions to
national regulators, in a move
likely to disappoint some Euro-
pean policy makers who envisaged
a central regulator.

The so-called de Larosière re-
port, ordered up in November by
European Commission President
Jose Manuel Barroso, immedi-
ately drew criticism from some ex-
perts, who saw the two-tiered sys-
tem as too cumbersome in a crisis.
The regional supervisor, to be
called the European Systemic Risk
Council, would be led by the presi-
dent of the European Central Bank
and include central bankers from
across Europe and some national
regulators.

The council “would be an un-
wieldy body looking more like a
small parliament than a decision-
making body,” said Daniel Gros, di-
rector of the Centre for European
Policy Studies in Brussels. Several
trade organizations, including the
Association of British Insurers,
welcomed the recommendations,
with some saying they would im-
prove the current fragmented sys-
tem.

The issues raised in the report
will be high on the agenda this
April, when leaders from the
Group of 20 industrial and develop-

ing nations meet in London to fig-
ure out how to fix the global finan-
cial system.

Among other recommenda-
tions, the report opposed calls
from some policy makers to give
the European Central Bank the
power to oversee the 16-nation
euro zone’s banks. The report says
such a role, which would involve
dealing with officials from the
bloc’s national governments and
choosing which banks to bail out
in a crisis, would threaten the
ECB’s political independence.

The report envisages a second
layer of Europe-wide regulation,
with three separate authorities to
oversee the region’s banks, insur-
ers and securities markets. These
authorities would act as media-
tors among national supervisors,
and license regional institutions
such as credit-rating companies.

Separately, the head of the
U.K.’s financial regulator criti-
cized politicians for encouraging
the kind of light-touch regulation
that many now say helped engen-
der the current crisis. Adair
Turner, chairman of the Financial
Services Authority, told a commit-
tee of British politicians that there
were “political assumptions of the
time which suggested that the key
priority of regulators was to keep
it light rather than ask searching
questions.”

He also warned banks to expect
an increase of “several” times in
the amount of capital they must
set aside against potential losses,
and said the FSA is considering
the possibility of banning certain
financial products, such as risky
types of mortgage loans.

EU panel urges a new body
to monitor financial risk
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Crash at Amsterdam airport kills at least 9

HSBC: a pain gauge for AsiaNew details on bank aid
U.S. would invest
if firms can’t raise
capital in markets

TALF may exclude auto securities

FROM PAGE ONE

The Asian view
GDP forecasts for this year
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country’s airlines.
European and U.S. air-safety reg-

ulators are cooperating to identify
and deal with issues including run-
way-collision hazards, engine reli-
ability in very cold temperatures
and subtle computer malfunctions
that can put jumbo jetliners out of
control.

On Wednesday, the plane’s im-
pact in a muddy field 500 meters
short of its intended runway—as
well as early eyewitness and passen-
ger reports—suggests something
went wrong as the six-year-old jet
was preparing to touch down.

Turkish Airlines flight 1951 from
Istanbul was on its final approach
to land when it slammed into a field
short of the runway and broke into
three pieces. Airport emergency
services arrived, and 60 ambu-
lances took the wounded to 11 hospi-

tals around the region, officials
said.

Six of the injured were in very se-
rious condition, and an additional
49 were severely or lightly injured,
officials from the region and the air-
port said. Several of the dead, in-
cluding three crew members in the
cockpit, remained in the crumpled
plane almost 10 hours after the acci-
dent, the officials said.

Rescue efforts moved smoothly
in part because the plane didn’t
catch fire. This is Turkish Airlines’
first fatal crash since 2003, when a
regional jet on a domestic flight
crashed on landing, killing 75 of the
80 people aboard, according to the
Aviation Safety Network Web site.

Turkish Airlines has a good over-
all safety record and has performed
well on spot-inspections at air-
ports, according to a European
Union aviation-safety official. In

106 inspections last year, the airline
had well below the EU average num-
ber of deficiencies, the official said.

State-owned Turkish Airlines
has been expanding rapidly over re-
cent years under a commercially ori-
ented executive team. After years
of political meddling and weak man-
agement, the carrier has been capi-
talizing on Turkey’s fast economic
growth and large population.

In 2006 it joined the Star Alli-
ance, a global marketing group led
by Germany’s Deutsche Lufthansa
AG and Singapore Airlines Ltd.,
among other carriers.

Membership in Star or the other
global alliances, SkyTeam and one-
world, is considered in the airline in-
dustry to be a stamp of approval
that a carrier meets high standards
for safety and security.
 —Max Colchester

contributed to this article.
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a banking analyst at Morgan Stanley
in London.

Mr. Helsby estimates the bank will
have to take an added $1.14 billion in
impairment charges for 2008 to
boost its provisions against bad loans
in Hong Kong and the Asian-Pacific re-
gion, up 34% from 2007. Analysts at
Keefe, Bruyette & Woods Ltd. expect
HSBC to report a 14% drop in profit at
its Hong Kong business for 2008, to
$6.3 billion.

A poor Asian performance for
HSBC could be a bad sign for other
banks with big operations in the re-
gion. Those include the U.K.’s Royal
Bank ofScotland Group PLC and Stan-
dard Chartered PLC, which report
2008 results Thursday and Tuesday,
respectively. RBS is looking to sell
some of its Asian operations, which it
acquired as part of its purchase of
ABN Amro Holding NV in 2007. Both
banks declined to comment.

In all, analysts expect HSBC to re-
port a pretax profit of about $21 bil-
lion for 2008, down 11% from 2007, in-
cluding a total of more than $22 bil-
lion in impairment charges against
bad loans. In a scenario with a severe
global recession, the bank will ulti-
mately need an additional $20 billion
to $35 billion and cut its dividend in
half to rebuild its capital, said Mr.
Helsby, though he doesn’t expect an
announcement on these fronts Mon-
day. Analysts at Credit Suisse Group,
by contrast, believe the bank can get
by with a 30% dividend cut.

A spokesman for the bank de-
clined to comment on a possible capi-
tal raising or dividend cut.

The lion’s share of HSBC’s losses
still will come from its U.S. consumer-
finance arm, formerly Household In-
ternational Inc. HSBC began report-
ing problems in its subprime-lending
book there in late 2006. In 2007, its
North American operations racked up
almost $12 billion in impairments,
largely due to souring U.S. loans, with
an additional $6.7 billion in the
former Household unit in the first
half of 2008. Morgan Stanley expects

full-year impairments in North Amer-
ica to reach more than $16 billion. The
bank may also write down the value of
the U.S. unit by about $10 billion, said
analysts at CLSA Asia-Pacific Mar-
kets. HSBC purchased the subprime
lender for about $14 billion in 2003.

The consumer-finance unit has
drawn fire from Knight Vinke Asset
Management, an activist investor
that owns a stake of less than 1% in
HSBC. “It’s been a pretty disastrous
purchase and it is not getting any bet-
ter,” a spokesman for Knight Vinke
said Tuesday. The asset manager is
calling for HSBC to look at a variety of
options for the unit, including raising
fresh cash or even filing for bank-
ruptcy protection.

The bank has been making an ef-
fort to stem delinquencies in the U.S.
by modifying loans. But the move has
had mixed results: As of Sept. 30, 21%
of $28.7 billion in consumer loans
HSBC modified had subsequently ex-
perienceddefaults, the bank disclosed
in its third-quarter regulatory filing.

The bank is now making other op-
tions available, like contacting cus-
tomers before their adjustable-rate
loans reset to higher rates, and lower-
ing fixed rates for selected borrowers.

Continued from first page

By Meena Thiruvengadam

And Michael R. Crittenden

WASHINGTON—U.S. officials un-
veiled details Wednesday of how
they plan to convert preferred
shares the U.S. Treasury holds in
hundreds of financial institutions
into common stock that would help
banks survive an even worse-than-
projected economic downturn.

Under the plan, which includes
“stress tests” aimed at measuring
how the banks would hold up under
both baseline and extreme eco-
nomic situations, institutions
would have six months to raise pri-
vate capital before getting a govern-
ment-issued capital buffer.

“Supervisors will work with in-
stitutions to estimate the range of
possible future losses and the re-

sources to absorb such losses over
a two-year period,” banking regula-
tors said in a joint statement. The
adverse-situation tests would as-
sume a 2010 unemployment rate of
10.3%, Case-Shiller home-price de-
clines of 22% in 2009 and 7% in
2010 and gross domestic product
contractions of 3.3% in 2009 and
0.5% in 2010.

Regulators expect to complete
the tests by the end of April.

Any capital provided to the insti-
tutions under the new program,
known as the Capital Assistance
Program, would be preferred securi-
ties convertible into common eq-
uity at a 10% discount to the prevail-
ing price as of Feb. 9. The securities
will come with a 9% dividend and
would be convertible at the issuers’
request once supervisory approval
has been received, the U.S. Trea-
sury said Wednesday.

If not converted or redeemed
within seven years, the securities
would automatically be converted
into common stock.

Banks that have already issued

preferred shares to the U.S. govern-
ment under the Troubled Asset Re-
lief Program’s Capital Purchase Pro-
gram would be able to convert
those shares to the new convertible
instruments. The government has
so far invested more than $196 bil-
lion in more than 400 institutions
through that program.

The new government invest-
ments require banks to submit
plans for their use of government
capital. Any bank participating in
the program also will be subject to
restrictions on dividend payments,
share repurchases and acquisi-
tions.

Banking regulators in their joint
release said, “Currently, the major
U.S. banking institutions have capi-
tal in excess of the amounts re-
quired to be considered well capital-
ized.”

The U.S. is requiring banks with
assets of more than $100 billion to
participate in the stress tests.
Those banks will be given immedi-
ate access to government capital if
needed.

By Liz Rappaport

The U.S. government’s $200 bil-
lion program to revive the market
for securities backed by consumer
loans may end up providing little
help to the very industry that needs
it most: U.S. auto makers.

As the Federal Reserve hashes out
final terms of its Term Asset-Backed
Securities Loan Facility, or TALF, it is
becoming clear that securities that
help finance auto dealers might not
meet some criteria. That would block
a form of funding that auto compa-
nies had hoped would provide imme-
diate relief as they fight for survival.

The problem came to a head be-
cause of credit ratings. The Fed has in-
sisted that any deal it helps finance be
given a triple-A rating from Moody’s
Investors Service, Standard & Poor’s
or Fitch Ratings. Bankers said this
kicks out deals backed by loans to
auto dealers because S&P and
Moody’s, in particular, have cut the
ratings on such securities over the
past several weeks as the industry
grappleswith potentialbankruptcyfil-
ings and weaker demand for U.S. cars.

The auto companies and their fi-

nancearmswere expectedtobeamong
the biggest beneficiaries of the TALF.
They needed the money so dealers
could get financing to buy cars from
manufacturers. Investors have
shunnedthese deals,and banks are try-
ingto getoutofcommitmentsforthese
loans. The government aid comes at a
crucial time because car makers will
need to refinance more than $15 billion
in loans to dealers, including $6 billion
that comes due next month, said peo-
ple familiar with the situation.

Through the program, the Fed
would make loans to investors to
purchase securities backed by their
loans, allowing investors to achieve
double-digit-percentage returns in
some scenarios.

This type of financing for dealers
has been essential to auto manufac-
turers’ attempts to keep cars rolling
off assembly lines. If dealers can’t
borrow money to buy cars to fill
their lots, “you’re out of business,”
said Charles Oglesby, chief execu-
tive of Asbury Dealer Group, of Du-
luth, Ga., which operates 87 retail
auto stores. “It backs up the whole
process of selling cars.”

Cheaper loans for dealers also

mean cheaper deals for consumers,
he said, adding that he gets financ-
ing from a consortium of lenders
and isn’t concerned about his own
dealers’ ability to borrow.

The TALF has been saddled with
complications from the start as the
government tries to balance protect-
ing taxpayers from losses with efforts
to restart the economy. Fed Chairman
Ben Bernanke said Wednesday that
the program will be launched soon,
but questions about the terms of the
Fed’s loans, its reliance on credit rat-
ings, and the back-office procedures
for distributing investors’ money are
rankling potential participants.

While the Obama administration
has said it expects to expand the
TALF to as much as $1 trillion to in-
clude residential and commercial
mortgage-backed securities, inves-
tors are beginning to question
whether the program will get off the
ground in time to have an impact.

The asset-backed debt markets,
which provided at least 50% of the
Big Three’s financing needs, have
been virtually stalled since Lehman
Brothers Holdings Inc.’s bankruptcy
filing in September.

spending billions in taxpayer money
on bailing out banks. As opposed to
a “bad bank,” in which the govern-
ment would put up money to buy
toxic assets immediately, the insur-
ance plan allows the government to
move the costs of bailing out banks
into the future, obscuring the ulti-
mate bill to taxpayers.

One big question, though, is how
a government with little experience
in insurance will manage such a
large and complex program.

Under the plan, the U.K. is likely
to require the banks to accept a so-
called “first loss”—similar to the de-
ductible on an insurance policy—of
between 5% and 6% of the amount in-
sured, according the person famil-
iar with the matter. That compares
with the 8% first-loss that U.S.
banks Citigroup Inc. and Bank of
America Corp. accepted in a similar
insurance deal with the U.S.

The U.K. government also plans
to set a fee for participating banks
of between 2% and 3% of the assets
insured, and will require that fee to
be paid up front, the person said. To
make the fee less onerous, banks
would be allowed to pay with assets
other than cash, such as nonvoting
shares. The fee could also fall as
banks begin to incur losses.

Talks were continuing through
the night, and the terms were still
subject to change. Treasury Chief

Alistair Darling and a team of senior
Treasury officials, including Paul My-
ners and Tom Scholar, were debating
details at the Treasury’s headquar-
ters in London’s Whitehall district
and at Number 11 Downing Street,
Mr. Darling’s official residence.

The plan to insure banks’ bad as-
sets was announced last month as
part of an expansion of the govern-
ment’s financial-bailout package.
The U.K. already has committed
more than £600 billion to the pack-
age, including a total capital injec-
tion of £37 billion into RBS and
Lloyds Banking Group PLC.

It was unclear Wednesday
whether Lloyds, which is 43% gov-
ernment-owned, would participate
on the terms laid out for RBS. An an-
nouncement about Lloyds’s partici-
pation could come Thursday, but is
likely to coincide with the bank’s
2008 earnings report Friday. The
U.K.’s other major banks, HSBC
Holdings PLC and Barclays PLC,
have said they will wait to see the fi-
nal details before deciding whether
they will take part.

Participating banks will have to
sign legally binding commitments
to increase their lending, a person
close to the matter said. The govern-
ment also has said it wants the
banks to take responsibility for
about 10% of the losses after the
“first-loss” to ensure they do their
best to mitigate the losses.

Continued from first page

U.K. near cap plan for bank losses
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Eastern Europe’s crisis
can worsen, says EBRD

Ukraine ratings are cut
Downgrade by S&P
follows Kiev’s failure
to clear IMF hurdle

LEADING THE NEWS

President Viktor Yushchenko on Wednesday said Ukraine has the resources to repay
its debts, and urged the country’s prime minister to help meet IMF fiscal demands.
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By Paul Hannon

And Michael Wilson

The European Bank for Recon-
struction and Development warned
that the economic crisis “is threaten-
ing to throw nearly two decades of
economic reform into reverse” in
Central and Eastern Europe.

EBRD President Thomas Mirow
said that international support will
be needed to make sure that doesn’t
happen. The bank was established
in 1991 to invest in countries in East-
ern Europe and the former Soviet
Union to help their transition to mar-
ket economies. Its warning reflects
growing concern about the eco-
nomic strains in Eastern Europe as
economies slow and credit tightens.
On Wednesday, Poland’s central
bank cut key interest rates by 0.25
percentage point, balancing the
need to support its plunging cur-
rency against symptoms of a slow-
ing economy.

The EBRD itself has become an
early victim of the East’s problems,
reporting Wednesday that it had a

net loss of Œ602 million ($773 mil-
lion) in 2008, its first since the Rus-
sian financial crisis in 1998. The loss
is largely the result of declines in the
value of its equity investments. In dol-
lar terms, the loss was almost three
times as large as the loss in 1998.

The scale of the turnaround in
the EBRD’s financial fortunes re-
flects the speed with which eco-
nomic conditions and equity mar-
kets have deteriorated.

Even Germany, the sovereign bor-
rower against which other borrow-
ers in the 16-country currency zone
are judged, is feeling the pressure.
Credit default swap spreads, which
measure default risk, on German
debt are quoted around 0.92 percent-
age point, their widest level ever, ac-
cording to CMA Datavision.

That reflects investor concerns
about the general transfer of risk
onto public balance sheets. Austrian
and German banks are the top two
lenders in the region, with $273 bil-
lion and $212 billion, respectively.
 —Christopher Emsden

contributed to this article.

By Lidia Kelly

And Clare Connaghan

Standard & Poor’s downgraded
Ukraine’s sovereign debt deeper
into junk status Wednesday, escalat-
ing concerns about a deepening fi-
nancial crisis in Central and Eastern
Europe.

The ratings agency, which down-
graded Latvian debt a day earlier,
cited growing doubts that Kiev can
fulfill aid requirements set by the
International Monetary Fund, put-
ting its two-year $16.4 billion
standby loan agreement from No-
vember in doubt.

S&P said it had lowered its long-
and short-term foreign-currency
sovereign credit ratings on Ukraine
to CCC-plus/C from B/B, and its local-
currency ratings to B-minus/C from
B-plus/B. S&P added that the out-
look is negative.

The downgrade underscored
concerns in financial markets
about the exposure of banks from
the 16-country euro zone to credit
default in Eastern Europe. The Ger-

man DAX stock index shed much of
its early gains Wednesday amid re-
newed concern of a deepening fi-
nancial crisis in Central and East-
ern Europe.
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No need to clip coupons
Grocery-store deals
available online find
favor with shoppers

By Timothy W. Martin

Before heading to the grocery
store, Miranda Wilcox jumps online,
where she scours for coupons on
half a dozen Web sites bookmarked
on her computer.

Ms. Wilcox, a 32-year-old
mother of two from Greenville, N.C.,
prints out some of the coupons. Oth-
ers she uploads directly onto her su-
permarket rewards card. Recently,
Ms. Wilcox shaved nearly $50 off a
$120 shopping bill with the help of
coupons she found on the Internet.

“If you can spend about 15 to 20
minutes online, you can save a lot of
money,” says Ms. Wilcox. “They load
it right onto your card, so I don’t
have to hassle with all the clipping,”
adds Ms. Wilcox, who started clip-
ping coupons when her first child
was born in 2004.

Conditions what they are, more
shoppers in the U.S. are using cou-
pons to stretch their grocery bud-
gets. In the past four months, cou-
pon usage has surged about 10%, ac-
cording to Inmar Inc., a coupon-pro-
cessing agent. And increasingly,
shoppers are skipping the scissors
and getting coupons online or hav-
ing discounts sent to their smart
phones and rewards cards.

Currently, online coupons ac-

count for 1% of all coupons offered na-
tionwide—but their use is growing
quickly, with redemptions jumping
140% last year, according to Inmar.
Manufacturers are attracted to digi-
tal-coupon delivery in part because
of its 13% redemption rate—far
above the 1% redemption rate for cou-
pons found mostly in newspaper in-
serts, on the back of sales receipts
and on product packaging.

Stores are jumping further into
the high-tech end of couponing. Last
month, Kroger Co. said it would go na-
tional with its free text-messaging
coupon program, a service provided
by Cellfire Inc.

In the Northeast, grocers Stop &
Shop and Giant Food, both units of
Netherlands-based Royal Ahold NV,

have begun offering shoppers at 180
stores handheld scanning devices
that subtotal the bill and make a “ka-
ching” noise when shoppers get of-
fered a discount for an item similar to
things they’ve bought in the past.

The scanner, called Scan It!,
clocks more than half a million shop-
ping visits each month and will
nearlydoubleitsusageatthetwogro-
cery-store chainsaftera100-store ex-
pansion is completed this spring. De-
veloped by Modiv Media Inc. of
Quincy, Mass., the Scan It! records
the purchasing habits—though not
the name—of an individual customer
from the past 65 weeks. More than 70
consumer-goods manufacturers
have signed up to have discounts ap-
pear on the handheld device.

Grocers and packaged-food com-
panies view this pinpoint digital ad-
vertising as a way to improve cus-
tomer loyalty, draw more foot traffic
and fuel overall sales. Customers see
the marketing as a way to find bar-
gains they might otherwise miss.

Online coupons are also being
scoured for untapped discounts.
Coupons.com, a site that offers cou-
pons from large food manufacturers
and national grocers, says its users
printed out online coupons valued at
$300 million last year, an increase of
140% from 2007. Based in Mountain
View, Calif., the company predicts
the total will triple this year, partly
because of the recession.

Kmart Inc. said it recently had
closed a deal in which its Web site
will soon start running Coupons.
com discounts.

By Walter S. Mossberg

Amazon.com has fixed the worst
design flaws in the Kindle, its popu-
lar electronic-book reader, while
maintaining the excellent book-buy-
ing experience that made the first
Kindle model tolerable despite
those problems.

This week, the company released
the Kindle 2, a new version that is

much thinner, a tad
lighter and a bit
taller. It has much
more built-in mem-
ory, better naviga-

tion controls and a slightly improved
screen. I’ve been testing the Kindle 2
for a few weeks and consider it a vast
improvement over the first Kindle, re-
leased in late 2007, which was clumsy
and annoying to use. Overall, I found
the Kindle 2 to be a well-designed, sat-
isfying piece of hardware.

The new model carries the same
relatively high $359 price tag as its
predecessor, but it offers faster
page rendering and 25% better bat-
tery life. The catalog of books avail-
able on both Kindles has now
swelled from about 90,000 in 2007
to over 230,000 today, and titles
still typically cost around $10. You
can still subscribe to periodicals
and blogs, and there is still a crude
Web browser built in—but this gad-
get is mainly for reading books.

Like its predecessor, the new Kin-
dle has a built-in cellular wireless
modem that allows you to download
books or update periodicals on the
fly, without using a computer. As be-
fore, there is no monthly fee for this
wireless service.

Most important, Amazon has
remedied the most irritating flaws
of the original model. It’s no longer
easy to accidentally turn pages, be-
cause the page-turning buttons
have been redesigned. You no
longer have to reach around to the
back of the device to turn it on or
off. You no longer scroll through
menus and text with an odd little
wheel whose progress was only visi-
ble in a thermometer-like strip sep-
arate from the main window. And
the book-like cover no longer falls
off.

But the improvements in this
dedicated e-book reader, while admi-
rable, may pale beside Amazon’s
next move. Amazon says it is work-
ing to make the Kindle e-book cata-
log available on other mobile de-
vices, such as smart phones, that
people already own. The online mer-
chant, which is so secretive it makes
Steve Jobs seem like Joe Biden, isn’t
saying which devices will get the Kin-
dle service or when. I would bet it
will be sooner rather than later.

This makes perfect sense. While
the Kindle project has often been
compared with Apple’s iPod, be-
cause both are hardware devices
seamlessly connected to online-con-
tent stores, there is a fundamental
difference. Apple offers content to
sell hardware. Amazon offers the
Kindle to sell content.

If, say, this electronic content
were available not only on the Kindle
reader, but via Kindle software apps
on Apple’s iPhone or the BlackBerry,
the e-book market could explode.

Meanwhile, Kindle’s design has
gone from chunky and clunky to
smooth and sleek. The power switch
is now easily reachable on top of the
device, and the all-important but-
tons for paging forward and back-
ward through a book are now
smaller—and work by pushing them

firmly inward toward the screen in-
stead of outward toward the edge of
the device. This means they can no
longer be easily activated by stray
finger movements.

The weird thermometer system
has been replaced by a little joystick
that moves an on-screen cursor. The
Home button is now large, and has
been moved off the keyboard, which
has been reduced in size, but is still
quite usable.

The screen is the same 6-inch,
high-resolution E-Ink display, which
has a comforting contrast ratio for
reading and uses battery power only
when you turn the page. But, while it
still can’t display color and still can’t
be read in the dark, its gray-shade
graphics are much more detailed.

The battery is now sealed in, but
it is larger. Amazon claims you can
read for four or five days with the
wireless turned on, or up to two
weeks with it turned off. In my tests,
those claims proved true. I took the
Kindle on a trip for a week with the
wireless turned off and the battery

indicator barely budged.
Memory has been greatly ex-

panded, so you can store 1,500
books, up from 200, though you can
no longer add extra memory.

There are also a few cool new fea-
tures. The Kindle 2 looks up words
in the dictionary automatically, as
soon as you move the cursor to
them. It can optionally read books
aloud in a computer voice that’s sur-
prisingly decent. And, if the wire-
less function is on, the Kindle ser-
vice will remember the last page you
read in a book and synchronize a sec-
ond Kindle to that same place in the
book.

There are some drawbacks. You
still can’t organize your books into
groups of your choice. Amazon now
charges $29 for the cover, which
was formerly free. And the Kindle
still doesn't work with some of the
open e-book formats that other de-
vices support.

But for serious book readers who
are tired of toting around stacks of
books and periodicals, the new Kin-
dle is finally a pleasure to use.

Email to mossberg@wsj.com.

Kindle 2 fixes flaws,
improves best features
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Cadbury sees sales growing;
net falls due to drinks spinoff

By Suzanne Vranica

Tiger Woods is returning to golf af-
ter an eight-month hiatus, and many
marketers are looking for a boost
from the comeback of the endorse-
ment king.

Gatorade, which has had a formal
relationship with Mr. Woods since

2007, is set to run a
print ad in Sports Il-
lustrated featuring

afaninthegallery holding upahome-
made sign that reads: “Welcome
Back Tiger.”

The ad hits U.S. newsstands
Wednesday, to coincide with Mr.
Woods’s triumphal return, which
starts with the WGC-Accenture Match
Play Championship. The PepsiCo
sports beverage is planning to re-
launch its Tiger Focus drink in the
coming weeks.

“Professional golf without Tiger
Woodsislike aHollywoodblockbuster
without a leading man,” said Jeff Ur-
ban, a Gatorade senior vice president
of sports marketing, in a statement.

A knee injury that required major
surgery forced Mr. Woods to take a
break from golf in June, shortly after
his defeat of Rocco Mediate during
the U.S.Open at Torrey Pinesin San Di-
ego. Since then, TV ratings for golf
have plunged, according to Nielsen,
and many U.S. companies have been
left trying to figure out how best to
market their wares with the sport’s
biggest star absent from the game.

During his time away, many adver-
tisers,includingsports-apparelmaker
Nike, continued to use Mr. Woods or
his image in their marketing. But the
average number of viewers who
watched network broadcasts of eight
golf tournaments without Mr. Woods
dropped47%comparedwiththeprevi-
ous year, when Mr. Woods was play-

ing, according to Nielsen.
With his return this week, media

outlets are working overtime to lever-
age the buzz. “The Golf Channel and
NBC are actively trying to monetize

the return of Mr. Woods,” says Sam
Sussman, director ofsports activation
at Starcom, a media-buying firm
ownedbyPublicisGroupe.“Tiger’sre-
turn is a much-needed distraction

from the tough economic pressure the
PGA and others are facing.”

Indeed, General Electric’s NBC
wasted no time in publicizing Mr.
Woods’s return, broadcasting a spe-
cial promotional spot just hours af-
ter the golfer announced on Feb. 19
that he planned to compete in the
WGC-Accenture tournament. Since
then, the network, which will air
the final rounds of the tournament
this weekend, has shown little
let-up.

Mr. Woods has been the top-earn-
ing American athlete on Sports Illus-
trated’s Fortunate 50 list for several
years, raking in about $128 million an-
nually from salary, win-
nings, endorsements and
appearances. He is the
front man for a long list of
marketers, including watch
maker Tag Heuer, consult-
ing firm Accenture and
Nike. Sports Illustrated esti-
mates that Mr. Woods has
earned about $800 million
on and off the course over
his 13-year career and
should become the first bil-
lion-dollar athlete in the
next two years.

So, marketers are trying to make
up for lost time. Tag Heuer, which is
owned by French luxury-goods giant
LVMH Moët Hennessy Louis Vuitton,
is kicking off a direct mail and bill-
board campaign next week to promote
a sweepstakes offering consumers the
chance to play golf with Mr. Woods.
Tag Heuer has had a deal with Mr.
Woods since 2002.

Nike was set to launch a spot
Wednesday on TV networks like Walt
Disney’s ESPN and the Golf Channel,
which will air the first rounds of the
WGC-Accenture tournament. “We
knew when Tiger returned it would be

a big, if not the biggest, sports story of
the year,” says Cindy Davis, president
of Nike Golf.

The new Nike ad features golfers,
includingStewartCinkandTrevorIm-
melman, soaking up the limelight in
Mr. Woods’s absence, as the Lesley
Gore song “Sunshine, Lollipops and
Rainbows” plays in the background.
The golfers are swarmed by bikini-
clad women demanding autographs,
make red-carpet appearances and
land on the cover of golf magazines.
Then, Mr. Woods enters, and the par-
ty’s over. The ad was crafted by
Wieden + Kennedy.

Mr. Woods’s return couldn’t come
at a more opportune time.
The recession has already
taken a bite out of the sports-
marketing world. North
American companies are ex-
pected to increase spending
on sports, arts, cause and en-
tertainment marketing by
just2.2%to$16.97billionthis
year,accordingtoIEG,aWPP-
owned company that tracks
sponsorship deals. That
wouldbethe weakestgrowth
rate in 24 years. Last year,

such spending rose 11%.
Advertising executives who spe-

cialize in sports marketing believe
that golf could be particularly vul-
nerable to the slump because the
sport is heavily dependent on ads
and sponsorships from automotive
and financial-services firms, both
in crisis.

EvenMr.Woodsisn’timmunefrom
the downturn. Last year, General Mo-
tors ended its longtime deal with the
golfer, who it tapped in 2000 to pro-
mote its Buick brand. But he recently
signed a deal with AT&T.
 —Elizabeth Holmes

contributed to this article.

Marketers cheer return of Tiger Woods
PepsiCo, GE, LVMH are among those seeking boost from comeback to golf; ‘a much-need distraction’

By Ben Charny

Apple Inc. board members de-
fended the company’s disclosure
last month of a medical leave by
Chief Executive Steve Jobs, and said
he remains deeply involved in the
company’s strategic matters.

“We believe we have met all dis-
closure obligations,” Apple director
Arthur Levinson told shareholders.
Mr. Levinson, the chief executive of
Genentech Inc., added that “noth-
ing has changed” since Mr. Jobs said
he would take a medical leave.

At Wednesday’s meeting, Mr.
Jobs was re-elected to the board of
directors, as were seven other cur-
rent members. Although Mr. Jobs
was absent, shareholders sang
“Happy Birthday” to him, as he cele-
brated his 54th birthday this week.

After the meeting, some share-
holders expressed frustration at the
board’s refusal to disclose more
than what is already known about
the company’s succession plans,
and Mr. Jobs’s health.

“I’m disappointed the board was
not more forthcoming,” said Bran-
don Rees, a representative of the
AFL-CIO Reserve Fund, which owns
Apple shares.

Louis Malizia, assistant capital
strategies director for the Interna-
tional Brotherhood of Teamsters,
shared the sentiment. “I feel like I

don’t know any more than I did” be-
fore the meeting, he said.

The annual meeting, held at Ap-
ple’s Cupertino, Calif., headquar-
ters, marked the first time share-
holders had a chance to quiz board
members directly since Mr. Jobs
said in mid-January he was pursu-
ing medical treatment that would re-
quire him to take time off of work.
Except for a brief statement at the
time, the board has been si-
lent on the matter.

The meeting is the first
that Mr. Jobs, a co-founder
of the company, has missed
in a decade. In addition to
Mr. Jobs’s absence, Google
Inc. CEO and Apple board
member Eric Schmidt
wasn’t at the meeting.

News about Mr. Jobs’s
health has been a concern
since he disclosed several
years ago he had been
treated successfully for pancreatic
cancer. Mr. Jobs is considered inte-
gral to the company’s success and is
credited with reviving the company
upon his return about 12 years ago.

Few CEOs are as important to
their companies or so closely identi-
fied with them as Mr. Jobs is with Ap-
ple. The executive is considered
both the face of Apple and its chief
innovator. For example, Jobs is cited
as the lead author of Apple’s all-en-

compassing patent for its hit
iPhone.

On Jan. 5, Mr. Jobs disclosed in a
letter posted on Apple’s Web site
that he was suffering from a “hor-
mone imbalance” and that the rem-
edy was “relatively simple and
straightforward.” The same day, the
board expressed support for Mr.
Jobs. But nine days later, Mr. Jobs
announced he was seeking a more

complex treatment that
would require him to leave
the company until June.

Apple’s board, which in-
cludes former Vice Presi-
dent Al Gore, has re-
mained silent since the
brief Jan. 5 note. Board
members have either de-
clined to comment or
failed to return requests
for comment on the situa-
tion.

In Mr. Jobs’s absence,
Apple has pushed other executives,
namely Chief Operating Officer Tim
Cook and Senior Vice President Phil
Schiller, as the public faces of the
company.

“There are still some concerns”
about Mr. Jobs’s health, said Shaw
Wu, an analyst at Kaufman Broth-
ers. “Many people see it as a private
matter, but on the other hand, he’s
such an important part of the com-
pany.”

Apple’s board faces shareholders

Gatorade is among marketers running ads tied to Tiger Woods’s return to golf.

Tiger Woods

Steve Jobs
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By Aaron O. Patrick

Chocolate maker Cadbury PLC
posted a 10% decline in annual profit
on the spinoff of its drinks division,
but forecast resilient growth in the
year ahead.

The U.K. company’s net income
fell to £364 million ($527 million) in
2008 from £405 million a year ear-
lier. Last year’s result included four
months of earnings from Dr Pepper
Snapple Group Inc., which was spun
off as a separate company on the
New York Stock Exchange in April.

Chief Executive Todd Stitzer said
Wednesday that revenue growth in
2009 would likely be around the
“lower end” of the company’s 4%-6%
target. Investors were reassured the
outlook hadn’t deteriorated more
and bid up Cadbury shares 3% to
£5.23 in London trading. The
broader share market rose 1.5%.

Cadbury, one of the world’s larg-
est confectionary companies, has
seen its shares hit in recent months
over concerns that consumers are
cutting back on chocolate and gum,
including Cadbury’s Green & Black’s
and Trident.

Under pressure from sharehold-
ers, Cadbury is trying to aggres-
sively reduce costs. Last year, Mr.

Stitzer decided to remove a layer of
regional managers and analysts to
save money. The company is also in
the process of opening a large gum
factory in southern Poland, which
should increase profit margins,
which are lower than some of its
competitors. From 2010, Cadbury
plans to make chocolate at the site, a
former Cold War military base.

The company increased prices
by more than 10% in some countries
in the fourth quarter, Mr. Stitzer
said, anticipating costs would in-
crease this year. The price of a key
chocolate ingredient, cocoa, surged
recently as diseases hit major crops
in Ivory Coast and Ghana.

Excluding results from the
drinks division and one-off costs,
Cadbury’s revenue rose 15% to £5.38
billion and profit rose 30% to £403
million, helped by a weaker British
pound. Like many European compa-
nies, Cadbury doesn’t publish quar-
terly results.

Cadbury was the industry’s big-
gest company until last year, when
Mars Inc. and Wm. Wrigley Jr. Co.
merged. At a news conference, Mr.
Stitzer said Cadbury isn’t giving up
on being the “biggest and the best”
confectionary group but will focus
on being the best in the short term.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 47.60 $23.71 0.46 1.98%
Alcoa AA 32.40 6.47 0.08 1.25%
AmExpress AXP 28.70 13.07 –0.55 –4.04%
BankAm BAC 573.20 5.16 0.43 9.09%
Boeing BA 11.30 33.91 –1.53 –4.32%
Caterpillar CAT 17.30 25.03 –1.01 –3.88%
Chevron CVX 23.40 63.50 –1.78 –2.73%
Citigroup C 422.00 2.52 –0.08 –3.08%
CocaCola KO 12.20 42.37 –0.69 –1.60%
Disney DIS 15.30 17.36 –0.56 –3.13%
DuPont DD 10.60 19.23 –0.48 –2.44%
ExxonMobil XOM 49.00 72.05 –0.04 –0.06%
GenElec GE 180.10 9.01 –0.07 –0.77%
GenMotor GM 23.70 2.55 0.33 14.86%
HewlettPk HPQ 27.10 30.12 0.50 1.69%
HomeDpt HD 26.00 20.31 –0.36 –1.74%
Intel INTC 80.70 13.03 0.30 2.36%
IBM IBM 10.90 85.90 –0.50 –0.58%
JPMorgChas JPM 129.30 21.73 0.71 3.38%
JohnsJohns JNJ 18.50 53.96 –0.58 –1.06%
KftFoods KFT 16.40 23.84 0.12 0.51%
McDonalds MCD 10.80 54.29 –0.47 –0.86%
Merck MRK 14.90 27.91 –0.62 –2.17%
Microsoft MSFT 79.20 16.96 –0.21 –1.22%
Pfizer PFE 70.30 13.08 –0.51 –3.75%
ProctGamb PG 16.40 49.92 0.15 0.30%
3M MMM 8.20 46.61 –0.79 –1.67%
UnitedTech UTX 9.80 41.52 –1.48 –3.44%
Verizon VZ 19.90 28.55 –0.02 –0.07%
WalMart WMT 23.40 49.21 –0.80 –1.60%

Dow Jones Industrial Average P/E: 18
LAST: 7270.89 t 80.05, or 1.09%

YEAR TO DATE: t 1,505.50, or 17.2%

OVER 52 WEEKS t 5,423.39, or 42.7%

 Note: Price-to-earnings ratios are for trailing 12 months
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

Klepierre 779 –26 –26 –157 Contl AG "1,518" 25 278 623

Endesa 398 –16 –22 –177 AB Volvo 530 25 80 62

Technip 223 –16 –19 –28 Swiss Reins  552 31 72 59

Telenor 198 –11 26 36 GKN Hldgs  845 33 124 87

Telekom Austria 160 –6 58 55 Gov & Co Bk Irlnd 638 38 191 295

Abbey Natl  144 –4 14 44 Skandinaviska Enskilda Banken  218 45 41 52

Societe Generale 152 –3 23 59 Rhodia "1,311" 45 2 –542

Bca Monte dei Paschi di Siena  155 –3 7 35 Fiat "1,399" 73 145 –288

Telefonica  114 –3 4 9 Glencore Intl "1,328" 78 93 3

Fresenius  228 –3 –22 –90 TUI AG "1,809" 132 204 28

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

Barclays U.K. Banks $12.6 1.06 7.54% –79.2% –83.5%

Deutsche Bk Germany Banks 13.9 19.16 5.54 –75.2 –79.7

BNP Paribas France Banks 28.1 24.25 5.21 –62.1 –68.9

Royal Bk of Scot U.K. Banks 13.0 0.23 4.52 –93.3 –95.7

HSBC Hldgs U.K. Banks 84.3 4.93 4.34 –38.2 –49.9

ING Groep Netherlands Life Insurance $9.1 3.44 –6.01% –85.5 –89.0

E.ON Germany Multiutilities 52.5 20.65 –4.57 –50.9 –31.5

Assicurazioni Genli Italy Full Line Insurance 22.2 12.40 –3.88 –57.2 –54.7

GDF Suez France Multiutilities 69.2 24.87 –3.79 –35.0 –16.1

AXA France Full Line Insurance 19.5 7.36 –3.76 –69.1 –75.0

...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

Banco Santander 49.0 4.83 2.77% –58.0% –58.2%
Spain (Banks)
UBS 25.4 10.10 2.54 –69.7 –83.9
Switzerland (Banks)
L.M. Ericsson Tel B 23.6 70.70 2.46 2.8 –48.2
Sweden (Telecoms Equipment)
Banco Bilbao Vizcaya 27.1 5.69 2.15 –59.7 –67.0
Spain (Banks)
BP 136.7 4.65 2.14 –17.3 –27.1
U.K. (Integrated Oil & Gas)
Credit Suisse Grp 25.9 25.56 1.67 –53.4 –65.2
Switzerland (Banks)
Soc. Generale 17.8 24.10 1.43 –65.1 –78.4
France (Banks)
ArcelorMittal 29.4 16.01 1.36 –69.7 ...
Luxembourg (Iron & Steel)
British Amer Tob 49.5 17.16 1.00 –11.5 24.2
U.K. (Tobacco)
ABB 26.7 13.42 0.75 –50.4 –15.2
Switzerland (Industrial Machinery)
Diageo 32.8 8.36 0.66 –21.8 –5.8
U.K. (Distillers & Vintners)
Iberdrola 33.6 5.30 0.57 –46.1 –20.3
Spain (Conventional Electricity)
Rio Tinto 25.7 17.96 0.50 –69.2 –33.5
U.K. (General Mining)
Total 114.3 37.98 0.44 –25.5 –27.7
France (Integrated Oil & Gas)
Telefonica 83.5 13.98 0.43 –28.8 5.8
Spain (Fixed Line Telecoms)
Intesa Sanpaolo 28.2 1.87 0.43 –59.5 –62.2
Italy (Banks)
Nestle 126.1 38.46 0.10 –23.8 –0.1
Switzerland (Food Products)
Unilever 33.2 15.24 0.07 –27.5 –22.4
Netherlands (Food Products)
ENI 80.0 15.74 –0.06 –32.6 –32.8
Italy (Integrated Oil & Gas)
Tesco 37.1 3.32 –0.09 –18.5 –2.6
U.K. (Food Retailers & Wholesalers)

Allianz SE 28.2 49.15 –0.32% –59.6% –64.4%
Germany (Full Line Insurance)
UniCredit 16.2 0.96 –0.47 –81.1 –84.4
Italy (Banks)
Royal Dutch Shell 80.8 17.94 –0.50 –26.4 –31.0
U.K. (Integrated Oil & Gas)
SAP 40.7 26.19 –0.51 –19.6 –39.5
Germany (Software)
Astrazeneca 49.7 24.00 –0.62 21.2 –9.4
U.K. (Pharmaceuticals)
Koninklijke Philips 16.5 12.85 –0.89 –52.1 –53.1
Netherlands (Consumer Electronics)
Siemens 47.2 40.70 –1.02 –55.8 –47.6
Germany (Diversified Industrials)
Nokia 37.2 7.71 –1.03 –69.8 –50.9
Finland (Telecoms Equipment)
GlaxoSmithKline 89.0 10.94 –1.08 –4.5 –25.5
U.K. (Pharmaceuticals)
Bayer 38.3 39.44 –1.10 –27.1 15.7
Germany (Specialty Chemicals)
Sanofi-Aventis 72.9 43.69 –1.18 –15.7 –39.5
France (Pharmaceuticals)
Daimler 22.5 18.41 –1.18 –68.1 –61.2
Germany (Automobiles)
Deutsche Telekom 50.2 9.07 –1.36 –29.8 –32.6
Germany (Mobile Telecoms)
France Telecom 56.6 17.05 –1.50 –26.0 –6.3
France (Fixed Line Telecoms)
Novartis 104.8 46.28 –1.53 –16.1 –35.3
Switzerland (Pharmaceuticals)
Anglo Amer 19.4 10.15 –1.74 –69.5 –53.7
U.K. (General Mining)
Vodafone Grp 99.5 1.20 –2.08 –26.9 7.6
U.K. (Mobile Telecoms)
BHP Billiton 35.5 11.19 –2.27 –32.7 15.1
U.K. (General Mining)
Roche Hldg Pt. Ct. 80.4 133.70 –2.98 –35.9 –32.0
Switzerland (Pharmaceuticals)
BASF 24.6 21.07 –2.99 –51.3 –34.0
Germany (Commodity Chemicals)

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 -0.47% -0.41% 2.1% 1.6% -6.3%
Event Driven -0.37% -0.02% -4.6% 1.5% -26.6%
Distressed Securities 0.45% -2.59% -12.9% -5.5% -37.8%

*Estimates as of 02/24/09, 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 1.84 97.21% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.94 93.02 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.79 83.70 0.06 11.20 5.74 9.19

Asia ex-Japan IG: 10/1 4.38 90.52 0.02 6.63 1.99 3.62

Japan: 10/1 4.74 86.77 0.02 5.58 1.58 3.03

 Note: Data as of February 24

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

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

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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Top executives of Chrysler LLC
met with U.S. President Barack
Obama’s auto-industry task force
Wednesday, about a week after the
auto maker asked the federal govern-
ment for as much as $5 billion in addi-
tional loans to keep it afloat.

Chrysler Chairman Bob Nardelli,
Vice Chairman Tom LaSorda and
Chief Financial Office Ron Kolka
were among those slated to attend

the meeting, according to a person
briefed on the matter. General Mo-
tors Corp. executives are expected
to meet with the task force on Thurs-
day.

Earlier in the week, members of
the task force met with top procure-
ment executives from the three De-
troit auto makers to discuss grow-
ing concerns about U.S. car-parts
makers.

GM’s Bo Andersson, Ford Motor
Co.’s Tony Brown and Chrysler’s Scott
Garberding met separately with task-
force members, including a key ad-
viser, Ron Bloom, on Monday, said sev-
eral people familiar with the meetings.
The government representatives dis-
cussedarangeofoptionswiththeexec-
utives, these people said.

Spokesmen at
GM, Ford and
Chrysler de-
clined to com-
ment on the mat-
ter.

In recent
months, auto-
parts suppliers
have been raising
the alarm about
their financial
condition, and
the industry’s
trade group, the Motor & Equipment
Manufacturers Association, submit-
ted its own rescue plan to the U.S.
Treasury on Feb. 13. A week later, the
group sent a letter to President
Obama asking that “immediate atten-
tion” be paid to their plight, arguing
at least a million jobs were at jeop-
ardy.

Concern about the shakiness of
the auto-parts industry is consum-
ing enough of the administration’s at-
tention that it could delay resolution
of GM’s and Chrysler’s bailout re-
quests, said a person close to the
talks. That could push the bailout
talks past the March 31 deadline out-
lined in the terms of the $17.4 billion
in loans the two companies were
granted in December, this person
said. GM and Chrysler are lobbying
for additional U.S. aid.

Increasingly, lenders are refusing
to extend credit to parts makers that
do major business with the three De-
troit car maker.

GM, in a viability plan it submitted
last week to the Treasury, proposed
the government create a credit-insur-
ance program for the receivables that
suppliers book from U.S. auto makers.
Receivables are expected payments
for shipments. GM estimates the in-
surance program would require
about $4.5 billion through 2011. Such
a move could reassure banks that let
suppliers use receivables as collateral
for financing deals.

Separately, Delphi Corp., the larg-
estpartssupplier to GM, won courtap-
proval Tuesday to terminate health
benefits for about 15,000 retired sala-
ried employees. Delphi has been oper-
ating under Chapter 11 protection
from creditors since late 2005.

EU reviews national auto rescues
Regulators to decide
if bailouts comply
with bloc’s rules

Japanese car makers report lower January output

France buys stake in Valeo, using bailout funds
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Ron Bloom

Peugeot Citroën’s loan requires that the firm not shut French factories. Employees worked on a Peugeot line in September.

FOCUS ON AUTOMOBILES

By Matthew Dolan, Neil King Jr.
and John D. Stoll

Big Three meet
with task force
on auto concerns

By Charles Forelle

And Leila Abboud

BRUSSELS—European Union reg-
ulators promised to decide quickly
whether several European govern-
ments’ bailout plans for ailing car
makers comply with the bloc’s com-
petition rules.

But the regulators said they don’t
plan to propose a pan-European aid
package for the auto sector, despite
calls for coordinated action to help
stem the effects of a dramatic decline
in demand across the Continent.

France, Germany, Italy, Spain,
Sweden and the U.K. have proposed
rescue plans for their car industries.
France, in particular, has come under
fire from regulators and other coun-
tries for making Œ6.5 billion, or about
$8.5 billion, in low-interest loans to
car manufacturers contingent on the
companies not closing factories in
France for the duration of the aid.

EU Competition Commissioner
Neelie Kroes said Wednesday that
her office was in “close contact” with
the French and that “there should be
a solution” soon.

The car sector has emerged as a
flash point in Europe, as concerns
mount that governments are resort-
ing to protectionist measures to pre-
serve domestic jobs and businesses.
With sales of new cars in free fall
since October, car makers have
sought help from local governments
and called for action at the EU level.

That has left the EU in a difficult

position as it tries to preserve a level
playing field for companies in the
common market. When countries be-
gan crafting massive financial-sec-
tor bailouts last year, the EU tried to
stand guard to prevent distortions of
competition but ended up largely
clearing the countries’ plans quickly.

The European Commission, the
EU’s executive arm, has limited pow-
ers to provide direct assistance of its
own. “The commission will not be
presenting any European plan to
shape the structural changes neces-

sary in the European car industry,”
said EU Industry Commissioner
Gunter Verheugen, a German who
long has been an ally of auto makers.

Luc Chatel, France’s minister for
consumer affairs and industry, said
on Tuesday that France had tried to
drum up support for a Europe-wide
aid plan late last year but that the ef-
fort didn’t go anywhere. “We
couldn’t wait any longer,” he said.

Mr. Chatel said France’s aid pack-
age wasn’t protectionist because it
was open to all car makers on

French soil. France lent Œ3 billion
each to Renault SA and PSA Peu-
geot Citroën SA and offered a total
of Œ500 million to other companies
with operations in France. So far,
however, foreign companies such as
Toyota Motor Corp. and Daimler
AG, which makes its tiny two-seater
Smart car in France, haven’t ap-
plied for the loans. Only Renault
Trucks, an AB Volvo unit that makes
and sells trucks in France, has said
it is in talks with Paris over a possi-
ble application.

By Yoshio Takahashi

TOKYO—Japan’s top three car
makers said they produced fewer ve-
hicles in Japan in January as they cut
output for export to contend with fal-
tering world-wide auto demand.

Toyota Motor Corp., the world’s
largest car maker by volume, said its
Japan factories produced 40.3%
fewer automobiles in January from a
year earlier with 209,224 vehicles—
its biggest monthly domestic output
drop at least since 1988, a Toyota
spokesman said.

Nissan Motor Co., Japan’s third-
largest car maker, reduced monthly

domestic production by 59% in Janu-
ary to 47,477 vehicles. It was its low-
est monthly output volume since at
least 1971, a Nissan spokesman said.

The country’s second-biggest car
maker, Honda Motor Co., said its do-
mestic plants made 77,224 vehicles
in January, 23% fewer than at the
same time last year. Honda’s reduc-
tion was relatively moderate com-
pared to those of the two local rivals
as the company has been relatively
slow to cut output to lower invento-
ries.

The reductions constitute a major
setback for the growth ambitions of
the three car makers.

The trio already expects to swing
into red territory for the first time in
years.

Honda is forecast to book a loss in
the fiscal second half ending March
31, 2009, and Toyota and Nissan are
due to report losses for the full fiscal
year ending March 31, 2009. The com-
panies have suffered from a strong
yen and collapsing auto demand in
the U.S., Europe and Japan.

The January figures reflect the
firms’ plans to cut domestic produc-
tion for the three months ending
March 31 by 40% to 60% from a year
earlier.

They are likely to continue mak-

ing fewer vehicles year-to-year into
the next fiscal period starting this
April.

In January, the three companies
sharply reduced output in their
home market as exports dropped par-
ticularly to the U.S., Europe and pri-
mary markets in Asia.

Toyota’s exports tumbled 56.2%
from a year earlier in the month, with
exports to the U.S. posting a steep
80.3% drop.

Nissan’s exports fell 62.1%, with
those to North America and Europe
down 84.7% and 70.4% respectively.

Honda said its exports fell 46.3%
in the month.

A WSJ NEWS ROUNDUP

PARIS—The French state on
Wednesday took a stake in troubled
car-parts maker Valeo SA and said it
wanted to put government officials
on the board of a newly merged bank,
in its latest efforts to help domestic
companies survive the financial cri-
sis.

President Nicolas Sarkozy has
been active in defending French com-
panies’ interests during the financial
crisis, creating a strategic fund to
help those in need of extra cash and
lending money to banks and car mak-
ers. His critics say his approach is pro-
tectionist but Mr. Sarkozy has re-
sponded by saying the European
Union should protect its industries in
the same way the U.S. does.

The government’s strategic in-
vestment fund, created in November
to stop key companies from being
swallowed up by the crisis, unveiled
its first investment on Wednesday,
buying a 2.35% stake in Valeo for Œ19
million ($24.4 million) and adding it
could buy more.

“Valeo is a French leader; its posi-
tion is strategic, in particular on tech-
nologies for reducing CO2 emis-
sions,” Gilles Michel, the head of the
government fund, known as FSI, said
in a conference call. “By taking a
stake, the FSI contributes to the stabi-
lization and reinforcement of the
shareholders.”

Mr. Michel said he was working
on several other requests for funding
that would be announced over the

next few weeks. The fund has an in-
vestment capacity of Œ6 billion but
the aim is to increase it to Œ20 billion
this year.

Mr. Michel said the state now
owns, jointly with state-controlled
bank Caisse des Dépôts et Consigna-
tions, 8.33% of Valeo’s capital and
10.55% of its voting rights.

The investment was carried out
after Valeo Chief Executive Thierry
Morin contacted the government
fund in mid-January, Mr. Michel said.
Earlier this month, Valeo posted a
loss of Œ207 million for 2008, hit by
the slump in automobile production
in the second half of the year and re-
structuring costs, and said it expects
to remain in the red at the operating
level in the first half of 2009.

Mr. Michel said the government
fund is a medium-to long-term inves-
tor in Valeo but will eventually with-
draw from the company’s capital “af-
ter a few years.” He said no decision
had been made about whether the
government would appoint officials
to the company’s board.

However, the state will be asking
for board seats at the bank resulting
from the merger, announced Mon-
day, of Banques Populaires and Cais-
ses d’Epargne, government spokes-
man Luc Chatel said Wednesday.
The state will eventually hold 20%
of capital in the new entity, which
will create the second-largest bank
in France. A formal announcement
is expected Thursday when both
banks publish their results.
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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.

4.06% 8 World -a % % 143.55 –0.45% –49.7% 6.78% 9 U.S. Select Dividend -b % % 423.90 –2.21% –48.3%

3.16% 11 Global Dow 939.80 0.72% –41.7% 1279.72 1.28% –50.5% 5.20% 11 Infrastructure 1157.90 0.12% –32.5% 1415.27 0.67% –42.7%

5.27% 9 Stoxx 600 172.30 –0.31% –47.7% 163.38 –0.74% –56.0% 2.88% 5 Luxury 527.80 0.89% –45.7% 573.74 1.44% –53.9%

5.34% 9 Stoxx Large 200 186.60 –0.39% –47.4% 176.01 –0.82% –55.8% 2.65% 15 BRIC 50 240.10 0.98% –52.2% 293.46 1.54% –59.4%

4.76% 11 Stoxx Mid 200 152.90 –0.10% –48.0% 144.16 –0.53% –56.3% 4.04% 3 Africa 50 541.00 0.32% –52.0% 440.23 0.87% –59.2%

5.32% 9 Stoxx Small 200 91.80 0.55% –51.3% 86.49 0.11% –59.1% 8.31% 4 GCC % % 1026.04 0.11% –65.0%

5.34% 8 Euro Stoxx 183.20 –0.63% –50.3% 173.68 –1.06% –58.2% 4.98% 8 Sustainability 578.40 –0.67% –43.6% 624.26 –0.41% –52.2%

5.38% 7 Euro Stoxx Large 200 195.70 –0.67% –50.6% 184.44 –1.10% –58.4% 3.11% 9 Islamic Market -a % % 1301.48 –0.49% –43.6%

5.02% 9 Euro Stoxx Mid 200 171.60 –0.71% –48.0% 161.64 –1.14% –56.3% 3.46% 9 Islamic Market 100 1379.90 –1.21% –27.5% 1509.65 –0.95% –38.6%

5.43% 9 Euro Stoxx Small 200 100.10 0.25% –51.7% 94.26 –0.18% –59.4% 3.46% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1010.50 0.55% –62.2% 1097.89 0.11% –68.2% 3.03% 11 Wilshire 5000 % % 7673.05 –2.05% –45.0%

7.91% 6 Euro Stoxx Select Div 30 1090.10 –0.55% –62.2% 1188.89 –0.98% –68.2% % DJ-AIG Commodity 113.60 1.22% –41.4% 104.74 0.78% –50.8%

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

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

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

Australia 1.5476 2.2042 1.3271 0.1730 0.0432 0.2242 0.0160 0.3688 1.9663 0.2640 1.2297 ...

 Canada 1.2586 1.7925 1.0792 0.1407 0.0351 0.1823 0.0130 0.2999 1.5991 0.2147 ... 0.8132

 Denmark 5.8631 8.3504 5.0277 0.6553 0.1637 0.8493 0.0604 1.3973 7.4493 ... 4.6586 3.7884

 Euro 0.7871 1.1210 0.6749 0.0880 0.0220 0.1140 0.0081 0.1876 ... 0.1342 0.6254 0.5086

 Israel 4.1961 5.9762 3.5982 0.4690 0.1171 0.6078 0.0433 ... 5.3313 0.7157 3.3340 2.7113

 Japan 97.0100 138.1665 83.1883 10.8433 2.7078 14.0525 ... 23.1194 123.2561 16.5460 77.0808 62.6830

 Norway 6.9034 9.8322 5.9198 0.7716 0.1927 ... 0.0712 1.6452 8.7711 1.1774 5.4852 4.4606

 Russia 35.8263 51.0256 30.7219 4.0045 ... 5.1897 0.3693 8.5381 45.5191 6.1105 28.4663 23.1492

 Sweden 8.9465 12.7421 7.6718 ... 0.2497 1.2960 0.0922 2.1321 11.3670 1.5259 7.1086 5.7808

 Switzerland 1.1662 1.6609 ... 0.1303 0.0326 0.1689 0.0120 0.2779 1.4817 0.1989 0.9266 0.7535

 U.K. 0.7021 ... 0.6021 0.0785 0.0196 0.1017 0.0072 0.1673 0.8921 0.1198 0.5579 0.4537

 U.S. ... 1.4242 0.8575 0.1118 0.0279 0.1449 0.0103 0.2383 1.2706 0.1706 0.7946 0.6461

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 372.25 9.25 2.55% 822.00 315.75
Soybeans (cents/bu.) CBOT 880.00 –3.50 –0.40% 1,644.50 786.50
Wheat (cents/bu.) CBOT 535.75 9.50 1.81 1,190.00 484.25
Live cattle (cents/lb.) CME 84.850 –0.500 –0.59 119.200 82.400
Cocoa ($/ton) ICE-US 2,440 81 3.43 3,214 1,910
Coffee (cents/lb.) ICE-US 112.85 –0.45 –0.40 181.50 105.00
Sugar (cents/lb.) ICE-US 13.42 0.29 2.21 15.95 9.94
Cotton (cents/lb.) ICE-US 43.56 –0.22 –0.50 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,894.00 23 1.23 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,797 82 4.78 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,577 –3 –0.19 2,390 1,562

Copper (cents/lb.) COMEX 153.70 3.70 2.47 388.00 127.10
Gold ($/troy oz.) COMEX 966.20 –3.30 –0.34 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1391.00 –12.10 –0.86 2,130.00 865.00
Aluminum ($/ton) LME 1,330.00 42.00 3.26 3,340.00 1,288.00
Tin ($/ton) LME 10,755.00 405.00 3.91 25,450.00 9,750.00
Copper ($/ton) LME 3,389.00 174.00 5.41 8,811.00 2,815.00
Lead ($/ton) LME 1,020.00 25.00 2.51 3,460.00 870.00
Zinc ($/ton) LME 1,123.00 35.00 3.22 2,840.00 1,065.00
Nickel ($/ton) LME 9,825 275 2.88 33,600 9,000

Crude oil ($/bbl.) NYMEX 42.50 2.54 6.36 141.45 37.12
Heating oil ($/gal.) NYMEX 1.2342 0.0321 2.67 4.2500 1.1359
RBOB gasoline ($/gal.) NYMEX 1.2657 0.0740 6.21 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.029 –0.165 –3.93 12.002 3.957
Brent crude ($/bbl.) ICE-EU 44.29 1.79 4.21 150.45 39.35
Gas oil ($/ton) ICE-EU 383.25 4.75 1.25 1,350.75 367.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 25
Per In

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

Argentina peso-a 4.5152 0.2215 3.5538 0.2814

Brazil real 3.0474 0.3281 2.3985 0.4169

Canada dollar 1.5991 0.6254 1.2586 0.7946
1-mo. forward 1.5992 0.6253 1.2587 0.7945

3-mos. forward 1.5984 0.6256 1.2581 0.7949
6-mos. forward 1.5964 0.6264 1.2565 0.7959

Chile peso 766.46 0.001305 603.25 0.001658
Colombia peso 3278.46 0.0003050 2580.35 0.0003876

Ecuador US dollar-f 1.2706 0.7871 1 1
Mexico peso-a 18.9693 0.0527 14.9300 0.0670

Peru sol 4.1285 0.2422 3.2494 0.3078
Uruguay peso-e 29.604 0.0338 23.300 0.0429

U.S. dollar 1.2706 0.7871 1 1
Venezuela bolivar 2.73 0.366535 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9663 0.5086 1.5476 0.6462
China yuan 8.6874 0.1151 6.8375 0.1463

Hong Kong dollar 9.8515 0.1015 7.7538 0.1290
India rupee 63.2416 0.0158 49.7750 0.0201

Indonesia rupiah 15177 0.0000659 11945 0.0000837
Japan yen 123.26 0.008113 97.01 0.010308

1-mo. forward 123.20 0.008117 96.97 0.010313
3-mos. forward 123.03 0.008128 96.83 0.010327

6-mos. forward 122.68 0.008151 96.56 0.010356
Malaysia ringgit-c 4.6623 0.2145 3.6695 0.2725

New Zealand dollar 2.4864 0.4022 1.9569 0.5110
Pakistan rupee 101.453 0.0099 79.850 0.0125

Philippines peso 60.999 0.0164 48.010 0.0208
Singapore dollar 1.9441 0.5144 1.5302 0.6535

South Korea won 1931.05 0.0005179 1519.85 0.0006580
Taiwan dollar 44.120 0.02267 34.726 0.02880
Thailand baht 45.517 0.02197 35.825 0.02791

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

Euro zone euro 1 1 0.7871 1.2706

1-mo. forward 1.0003 0.9997 0.7873 1.2701

3-mos. forward 1.0004 0.9996 0.7874 1.2700

6-mos. forward 1.0001 0.9999 0.7871 1.2705

Czech Rep. koruna-b 28.375 0.0352 22.333 0.0448

Denmark krone 7.4493 0.1342 5.8631 0.1706

Hungary forint 301.55 0.003316 237.34 0.004213

Norway krone 8.7711 0.1140 6.9034 0.1449

Poland zloty 4.6939 0.2130 3.6944 0.2707

Russia ruble-d 45.519 0.02197 35.826 0.02791

Sweden krona 11.3670 0.0880 8.9465 0.1118

Switzerland franc 1.4817 0.6749 1.1662 0.8575

1-mo. forward 1.4809 0.6753 1.1655 0.8580

3-mos. forward 1.4786 0.6763 1.1638 0.8593

6-mos. forward 1.4746 0.6782 1.1606 0.8616

Turkey lira 2.1549 0.4641 1.6960 0.5896

U.K. pound 0.8921 1.1210 0.7021 1.4242

1-mo. forward 0.8923 1.1207 0.7023 1.4239

3-mos. forward 0.8922 1.1209 0.7022 1.4241

6-mos. forward 0.8921 1.1209 0.7021 1.4242

MIDDLE EAST/AFRICA
Bahrain dinar 0.4789 2.0880 0.3770 2.6529

Egypt pound-a 7.1278 0.1403 5.6100 0.1783

Israel shekel 5.3313 0.1876 4.1961 0.2383

Jordan dinar 0.9008 1.1101 0.7090 1.4104

Kuwait dinar 0.3729 2.6816 0.2935 3.4072

Lebanon pound 1915.35 0.0005221 1507.50 0.0006634

Saudi Arabia riyal 4.7651 0.2099 3.7504 0.2666

South Africa rand 12.6755 0.0789 9.9764 0.1002

United Arab dirham 4.6667 0.2143 3.6730 0.2723

SDR -f 0.8608 1.1618 0.6775 1.4761

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 600 172.31 –0.55 –0.32% –12.5% –47.7%

 8 DJ Stoxx 50 1769.68 –6.74 –0.38 –14.3% –46.4%

 8 Euro Zone DJ Euro Stoxx 183.18 –1.16 –0.63 –17.8% –50.3%

 7 DJ Euro Stoxx 50 1965.26 –12.24 –0.62 –19.8% –49.0%

 4 Austria ATX 1450.86 22.32 1.56% –17.1% –63.3%

 6 Belgium Bel-20 1681.13 –16.47 –0.97 –11.9% –55.6%

 5 Czech Republic PX 642.1 –2.8 –0.43 –25.2% –59.0%

 10 Denmark OMX Copenhagen 220.19 –4.08 –1.82 –2.7% –47.5%

 8 Finland OMX Helsinki 4387.76 –66.49 –1.49 –18.8% –60.3%

 8 France CAC-40 2696.92 –11.13 –0.41 –16.2% –45.7%

 9 Germany DAX 3846.21 –49.54 –1.27 –20.0% –45.0%

 … Hungary BUX 9886.91 –429.69 –4.17 –19.2% –58.5%

 2 Ireland ISEQ 2052.86 18.42 0.91 –12.4% –69.2%

 5 Italy S&P/MIB 15218 –218 –1.41 –21.8% –55.9%

 … Netherlands AEX 220.69 –1.86 –0.84 –10.3% –52.3%

 6 Norway All-Shares 254.12 2.33 0.93 –6.0% –49.3%

 17 Poland WIG 21422.92 –61.64 –0.29 –21.3% –56.2%

 9 Portugal PSI 20 5851.18 –53.04 –0.90 –7.7% –47.4%

 … Russia RTSI 538.11 13.42 2.56% –14.8% –74.3%

 7 Spain IBEX 35 7512.1 28.7 0.38 –18.3% –44.2%

 15 Sweden OMX Stockholm 191.11 –0.08 –0.04% –6.4% –41.4%

 9 Switzerland SMI 4702.50 –20.52 –0.43 –15.0% –39.6%

 … Turkey ISE National 100 24152.34 119.88 0.50 –10.1% –47.8%

 8 U.K. FTSE 100 3848.98 32.54 0.85 –13.2% –36.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 78.18 1.02 1.32 –16.5% –48.4%

 … Australia SPX/ASX 200 3327.5 –4.1 –0.12 –10.6% –42.3%

 … China CBN 600 19012.78 0.38 unch. 28.8% –48.6%

 8 Hong Kong Hang Seng 13005.08 206.56 1.61 –9.6% –46.9%

 11 India Sensex 8902.56 80.50 0.91 –7.7% –50.1%

 … Japan Nikkei Stock Average 7461.22 192.66 2.65 –15.8% –46.8%

 … Singapore Straits Times 1616.79 2.35 0.15 –8.2% –47.8%

 11 South Korea Kospi 1067.08 3.20 0.30 –5.1% –38.0%

 9 AMERICAS DJ Americas 193.64 –1.98 –1.01 –14.4% –46.0%

 … Brazil Bovespa 38422.94 –291.70 –0.75 2.3% –41.3%

 11 Mexico IPC 18003.51 –292.60 –1.60 –19.6% –40.8%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 25, 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* 191.09 1.10%–16.1% –48.3%

4.00% 9 World (Developed Markets) 767.79 1.39%–16.6% –47.6%

3.60% 10 World ex-EMU 91.28 1.75%–15.2% –45.9%

3.90% 10 World ex-UK 768.31 1.73%–16.8% –47.0%

5.00% 8 EAFE 993.86 –1.68%–19.7% –51.4%

4.20% 8 Emerging Markets (EM) 502.74 –1.45%–11.3% –53.8%

5.60% 7 EUROPE 60.47 –1.38%–12.9% –46.3%

6.30% 7 EMU 108.00 –0.71%–24.0% –56.2%

5.70% 8 Europe ex-UK 65.31 –1.12%–15.8% –46.6%

7.80% 5 Europe Value 63.52 –1.31%–18.1% –52.1%

3.70% 10 Europe Growth 55.58 –1.44% –8.0% –40.3%

5.50% 7 Europe Small Cap 94.75 –1.40% –6.1% –50.0%

4.80% 3 EM Europe 135.63 1.69%–14.6% –65.9%

5.50% 6 UK 1,128.24 –0.88%–14.2% –35.6%

5.60% 8 Nordic Countries 87.72 –2.04%–10.6% –51.0%

3.70% 3 Russia 368.67 3.21%–10.6% –70.7%

4.70% 10 South Africa 523.17 –2.24% –9.6% –22.9%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 215.52 –2.05%–12.9% –53.4%

2.90% 11 Japan 449.17 –0.62%–15.2% –47.4%

3.40% 9 China 37.12 –3.01% –9.0% –44.6%

1.80% 10 India 336.60 –0.36% –8.8% –54.0%

2.40% 9 Korea 290.92 –3.58% –5.2% –34.9%

9.30% 7 Taiwan 167.53 –1.22% –3.4% –43.5%

3.00% 13 US BROAD MARKET 843.37 4.08%–14.1% –43.7%

2.50% 56 US Small Cap 1,034.23 4.50%–17.1% –44.4%

4.00% 9 EM LATIN AMERICA 1,978.93 0.42% –4.8% –52.0%

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

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

Personal Technology

Accor issues dismal view
Company’s net falls
by 35% on pressure
at its U.S. hotels

Areva net drops 21% amid charge

Novartis profit to get hit
from stronger dollar

Rekindled interest
Walter S. Mossberg gets a
good read on Amazon’s
new ebook device > Page 26

Santander in talks to sell Cepsa stake

By Geraldine Amiel

PARIS—Accor SA warned that it
expects market conditions to deteri-
orate further in the first quarter.
The hotel and services company
also reported that net profit fell 35%
last year as its economy hotels in the
U.S. came under pressure.

The France-based company,
which operates the Sofitel, Ibis and
Motel 6 chains, said net profit was
Œ575 million ($738.6 million) in
2008, compared with Œ883 million in
2007. The year-earlier results were
boosted by capital gains related to
property sales. Total revenue
dropped 4.7% to Œ7.74 billion from
Œ8.1 billion as sales from the U.S.
economy-hotels sector declined.

Chief Financial Officer Jacques
Stern said business in the U.S. and
the U.K. is “not good,” although he
expects economy hotels in France
and Germany to be resilient this
year. The company didn’t give a fore-
cast for 2009.

Accor said it aims to cut prices
to cope with the economic down-
turn, which is putting extreme pres-
sure on the hotel industry. The econ-
omy end of the sector had initially
held up well as travelers traded
down from more expensive hotels,

but Accor’s comments confirm that
the downturn has widened.

In response, the company will
cut prices to match those of competi-
tors in markets where it isn’t lead-
ing, said Chief Executive Gilles Pélis-
son. The company will also cut
spending on expansion and renova-
tions and cut costs.

Spending on renovations will be
cut by Œ125 million this year, while
support costs will be trimmed by
Œ75 million this year and Œ25 million
next year. Accor will also reduce its
expansion capital spending to Œ400
million for 2009-2010, from an ini-
tial Œ500 million, although Mr. Pélis-
son said spending on economy ho-
tels will be raised.

Mr. Pélisson said Wednesday

that it is more important than ever
to keep the company’s main busi-
nesses together under one roof. His
comments came after six of the com-
pany’s board members, including
former Chairman Serge Weinberg,
resigned late Tuesday because of in-
vestor pressure to split its hotels
and vouchers businesses.

Other board members who re-
signed included Augustin de Roma-
net de Beaune, chief executive of
state-controlled financial institute
Caisse des Dépôts, and Baudouin
Prot, chief executive of French bank
BNP Paribas SA.

The investors want Accor to split
offitsprepaid-voucher-servicesunit.
 –Ruth Bender

contributed to this article.

By Adam Mitchell

PARIS—French nuclear-engi-
neering group Areva SA Wednesday
said 2008 net profit fell 21% as it
took a charge relating to delays and
cost overruns at a nuclear-reactor
site in Finland. But the company
said its revenue and operating in-
come would rise in 2009.

State-controlled Areva, whose
businesses cover the complete cycle
of atomic power, has been picking up
new orders. It requires roughly Œ10
billion ($12.85 billion) over the next
four years to finance investments in
uranium mines, nuclear-fuel produc-
tion plants and heavy-parts manufac-
turing. To that end, it unveiled on
Wednesday a Œ2.7 billion investment
program for 2009, supported by the
French government. It will be funded
by, among other things, the disposal
of nonstrategic assets, Areva said.

There will also be Œ600 million in
cost cuts over the year, relating to

purchasing and overhead expenses,
Areva said.

Areva, which is promoting its
third-generation Evolutionary
Power Reactor, or EPR, around the
world, said full-year net profit fell
to Œ589 million, from Œ743 million
in 2007.

In 2008, Areva said it took a Œ749
million charge relating to the Finn-
ish reactor known as OL3. The reac-
tor will be the first operational EPR
to be built, but it has been beset by de-
lays and tension between the plant’s
suppliers, Areva and Siemens AG,

and their customer, the Finnish util-
ity Teollisuuden Voima Oyj, or TVO.
Separately, Siemens said in January
it will exercise its option of selling its
34% stake in the Areva NP nuclear-re-
actors joint venture to Areva, which
owns the remainder.

Based on a valuation of Œ2.05 bil-
lion, that option would take Areva’s
net debt to Œ5.5 billion, as compared
with Œ4 billion at the end of 2007,
Areva said.

Areva said last month that full-
year 2008 sales rose 10% to Œ13.16 bil-
lion from Œ11.92 billion in 2007.

Investment certificates in Areva
have lost more than half their value
over the past six months, as lower hy-
drocarbon prices have deflated
some investors’ enthusiasm for nu-
clear power, and uranium prices fell.

Areva’s investment certificates
closed in Paris down 2.2% at Œ314.38
each, off Œ7.05.
 —David Gauthier-Villars

contributed to this article.

By Anita Greil

ZURICH—Drug maker Novartis
AG warned late Tuesday that first-
quarter earnings will take a hit from
the renewed strength of the dollar.

Novartis said adverse currency
movements are likely to eat between
eight percentage points and 10 per-
centage points of net profit growth in
the first three months of the year.
Stripping out currency effects, first-
quarter sales so far have developed
in line with its expectations of about
5% growth in 2009, Novartis said.

TwootherSwisscompaniesreport-
ing in dollars, electrical engineering
companyABBLtd.and seedsand crop-
protection maker Syngenta AG, said
Wednesday that they don't see a need
to change earnings forecasts as a re-
sult of the dollar's recent appreciation.

Syngenta said a negative impact
from the strong dollar is already fac-
tored into its full-year outlook. ABB
said that, in times of erratic cur-
rency movements, the company is
able to shift production from one
country to another and balance the
currency fluctuations.

Chief Executive Daniel Vasella
also warned that he expected more
pressure on drug prices. With gov-
ernments accumulating debt to bail
out the banking sector and other ail-
ing industries, they will be keen to
save costs elsewhere, he said.

Beyond that, governments are
facing rising health-care bills as
Western societies are growing
older, which leads to an increase in
demand for medicines, Mr. Vasella
added. The combination of these
two factors will probably lead to
more pressure from governments
on pharmaceutical companies to
lower drug prices, he said.

Analysts said negative effects
from the strengthening dollar were
partially priced into estimates, and
the comments probably won’t lead
to drastic changes in forecasts.

CORPORATE NEWS

Novartis
On the Swiss Exchange
Wednesday’s close: 46.28 Swiss francs

Source: Thomson Reuters Datastream 
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Areva said it took a
Œ749 million charge
relating to a Finnish
nuclear reactor.

By Natascha Divac

FRANKFURT—German house-
hold consumer-goods maker Henkel
AG posted a sharp rise in fourth-quar-
ter net profit, boosted by an acquisi-
tion and a stake disposal, but gave no
forecast for 2009, saying it expects a
difficult market environment.

In the three months ended Dec.
31, net profit soared to Œ863 million
($1.1 billion) from Œ244 million a
year earlier, as Henkel booked a Œ1.7
billion gain from the sale of its stake
in Ecolab Inc. in November.

Sales at the company, which
makes products such as Persil deter-
gent, Right Guard deodorant and
Dial soap, rose 11% to Œ3.54 billion
from Œ3.19 billion, thanks mainly to
Henkel’s acquisition of National
Starch businesses in April 2008. Or-
ganic sales in the company’s adhe-
sives segment dropped 9.2% in the
fourth quarter, hit by falling de-
mand from the construction and au-
tomotive sectors.

“We know that 2009 is not go-
ing to be an easy year. At the mo-
ment, it is difficult to predict how
the economy as a whole is going to
develop,” said Chief Executive
Kasper Rorsted. Henkel said it will
freeze its acquisition budget and
make further cost cuts, including
the lowering of production capac-
ity amid reduced demand.

Analysts reacted positively to
the report, although many said it
was difficult to assess because of
the numerous special effects. Hen-
kel’s figures are positive overall, af-
ter disappointing recent reports
from competitors such as Beiers-
dorf AG and Sika AG, said brokerage
Bankhaus Lampe.

Henkel shares, listed on the blue-
chip DAX, rose 6.2% on Wednesday.

The stock has dropped almost 40%
over the past year.

For the full year, Henkel said
sales increased 8.1% to Œ14.13 bil-
lion from Œ13.07 billion a year ear-
lier, while organic revenue
growth, which strips out exchange-
rate fluctuations and acquisitions,
was 3% and thus at the lower end
of the company’s forecasted 3% to
5% range. Net profit was up 11% at
Œ646 million, from Œ583 million a
year earlier.

The company kept its dividend
at last year’s level of 51 European
cents per share. Mr. Rorsted said
Henkel will focus on cash-flow gen-
eration this year, explaining the
more-than 30% drop in planned in-
vestment volume.

Henkel is sticking to its 2012
targets, saying it still expects aver-
age organic sales growth of 3% to
5% a year and an adjusted earnings
before interests and taxes margin
of 14%.
 –Natali Schwab

contributed to this article.

By Christopher Bjork

MADRID—Banco Santander SA
said Wednesday it is in talks to sell
its 32% stake in oil company Cia. Es-
pañola de Petróleos SA, or Cepsa, in
a deal valued at as much as Œ3 billion
($3.85 billion).

The bank didn’t say who the po-
tential buyer was, but a person famil-
iar with the talks said it is United
Arab Emirates-based International
Petroleum Investment Co., or IPIC.

The discussed price range for the
potential sale is between Œ30 and
Œ35 for each Cepsa share, Santander
said in a filing to Spain’s stock-mar-

ket regulator. At a price of Œ35 a
share, Santander’s stake in Cepsa
would sell for Œ3 billion. Before the
announcement, shares in Cepsa
traded at Œ52.1, significantly above
the price being negotiated. The stock
was briefly suspended from trading,
and reopened at Œ37.73, down 28%.

Santander held talks with IPIC in
recent months, but these stalled
amid differences on the valuation of
Cepsa, in which French energy com-
pany Total SA holds almost 49%. IPIC
declined to comment. Santander said
no agreement has been reached.

The bank has also been negotiat-
ing the sale of a further 5% of Cepsa

on behalf of Union Fenosa SA. A
spokesman for the Spanish electric-
ity company had no immediate com-
ment, but Fenosa has previously
said that it wants to sell the stake.

The confirmation of Santander’s
sale intention should cause Cepsa’s
share price to fall to about Œ30, said
Fernando García, analyst at Espírito
Santo Research. The possible sale is
unlikely to influence the share price
of Fenosa, he said, adding that the
utility’s stock is likely to remain at
about Œ18.05, the price Gas Natural
SDG SA is paying to acquire Fenosa.
 —Bernd Radowitz

contributed to this article.
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LG Asian Plus AS EQ CYM 02/13 USD 37.04 –7.1 –53.1 –23.5
LG Asian SmallerCo's AS EQ BMU 02/24 USD 50.87 –7.8 –62.8 –41.8
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

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/24 EUR 22.05 –15.9 –66.1 –45.9
MP-TURKEY.SI OT OT SVN 02/24 EUR 17.94 –8.1 –58.2 –37.8

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 02/24 NA 8.75 0.3 –37.0 –18.1
Parex Caspian Sea Eq EU EQ LVA 02/24 EUR 2.12 1.0 –76.4 –54.0
Parex Eastern Europ Bd EU BD LVA 02/24 USD 8.75 0.3 –37.0 –18.1
Parex Russian Eq EE EQ LVA 02/24 USD 8.22 –5.1 –73.2 –42.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/25 USD 95.81 –13.6 –55.1 –27.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/25 USD 91.85 –13.7 –55.6 –27.8
PF (LUX)-Biotech-Pca OT EQ LUX 02/24 USD 288.33 1.1 –6.7 –1.7
PF (LUX)-CHF Liq-Pca CH MM LUX 02/24 CHF 123.98 0.0 1.3 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/24 CHF 93.58 0.0 1.3 1.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/24 USD 75.72 –6.9 –35.8 –19.2
PF (LUX)-East Eu-Pca EU EQ LUX 02/24 EUR 121.72 –8.8 –72.4 –47.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/25 USD 82.51 –11.4 –61.1 –31.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/25 USD 275.70 –9.4 –59.8 –30.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/24 EUR 67.36 –11.9 –43.9 –30.4
PF (LUX)-EUR Bds-Pca EU BD LUX 02/24 EUR 370.12 –0.9 1.0 0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/24 EUR 281.66 –0.9 1.0 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/24 EUR 125.23 0.3 –4.6 –3.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/24 EUR 88.04 0.3 –4.6 –3.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/24 EUR 96.53 7.0 –24.5 –20.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/24 EUR 55.96 7.0 –24.5 –20.2
PF (LUX)-EUR Liq-Pca EU MM LUX 02/24 EUR 135.09 0.3 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/24 EUR 97.36 0.3 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/24 EUR 102.13 0.3 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/24 EUR 100.77 0.3 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/24 EUR 273.02 –10.8 –47.2 –34.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/24 EUR 88.99 –12.0 –44.6 –33.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/24 USD 188.16 –0.7 –6.6 –1.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/24 USD 128.01 –0.7 –6.6 –1.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/24 USD 11.20 –12.7 –49.2 –31.8
PF (LUX)-Gr China-Pca AS EQ LUX 02/25 USD 195.29 –8.2 –47.6 –19.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/25 USD 169.14 –11.7 –61.8 –25.6
PF (LUX)-Jap Index-Pca JP EQ LUX 02/25 JPY 7062.02 –13.3 –45.8 –35.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/25 JPY 6363.94 –12.8 –47.3 –39.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/25 JPY 6205.95 –12.9 –47.7 –40.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/25 JPY 3438.49 –12.4 –44.5 –37.3
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/25 USD 139.03 –12.2 –51.8 –26.9
PF (LUX)-Piclife-Pca CH BA LUX 02/24 CHF 669.36 –2.9 –17.0 –12.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/24 EUR 38.95 –12.3 –42.0 –32.2
PF (LUX)-Rus Eq-Pca OT OT LUX 02/24 USD 19.93 –12.7 –78.6 NS
PF (LUX)-Security-Pca GL EQ LUX 02/24 USD 66.92 –6.3 –31.0 –21.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/24 EUR 313.00 –4.1 –43.8 –32.0
PF (LUX)-US Eq-Ica US EQ LUX 02/24 USD 72.32 –11.4 –39.4 –23.0
PF (LUX)-USA Index-Pca US EQ LUX 02/24 USD 62.24 –14.1 –41.9 –25.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/24 USD 515.34 –2.8 7.0 7.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/24 USD 378.14 –2.8 7.0 7.5
PF (LUX)-USD Liq-Pca US MM LUX 02/24 USD 130.38 0.2 2.0 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/24 USD 85.13 0.1 1.9 3.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/24 USD 101.43 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/24 USD 100.72 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/24 EUR 98.82 –4.1 –30.6 –20.6
PF (LUX)-WldGovBds-Pca GL BD LUX 02/25 USD 153.34 –7.0 1.4 6.5

PF (LUX)-WldGovBds-Pdi GL BD LUX 02/25 USD 126.92 –7.0 1.4 6.5
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/24 USD 30.44 –26.7 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 02/24 USD 7.33 –6.5 –39.6 –30.2
Japan Fund USD JP EQ IRL 02/25 USD 12.00 –18.3 –24.1 –20.2

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 02/24 EUR 467.81 –17.0 –44.3 NS
Core Eurozone Eq B EU EQ IRL 02/24 EUR 535.41 –18.6 NS NS
Euro Fixed Income A EU BD IRL 02/24 EUR 1097.89 –3.0 –12.4 –7.3
Euro Fixed Income B EU BD IRL 02/24 EUR 1166.14 –2.9 –11.8 –6.8
Euro Small Cap A EU EQ IRL 02/24 EUR 799.09 –5.7 –48.5 –38.6
Euro Small Cap B EU EQ IRL 02/24 EUR 851.64 –5.7 –48.2 –38.2
Eurozone Agg Eq A EU EQ IRL 02/24 EUR 422.98 –14.9 –48.3 NS
Eurozone Agg Eq B EU EQ IRL 02/24 EUR 604.80 –14.8 –48.0 –34.0
Glbl Bd (EuroHdg) A GL BD IRL 02/24 EUR 1197.82 0.0 –7.4 –3.5
Glbl Bd (EuroHdg) B GL BD IRL 02/24 EUR 1264.97 0.1 –6.8 –2.9
Glbl Bd A EU BD IRL 02/24 EUR 1024.86 4.5 1.7 –1.6
Glbl Bd B EU BD IRL 02/24 EUR 1085.55 4.6 2.3 –1.0
Glbl Real Estate A OT EQ IRL 02/24 USD 493.46 –26.0 –58.3 –43.2
Glbl Real Estate B OT EQ IRL 02/24 USD 506.15 –25.9 –58.0 –42.8
Glbl Real Estate EH-A OT EQ IRL 02/24 EUR 476.16 –24.1 –55.8 –43.3
Glbl Real Estate SH-B OT EQ IRL 02/24 GBP 44.91 –24.3 –55.6 –42.5
Glbl Strategic Yield A EU BD IRL 02/24 EUR 1141.41 1.0 –21.7 –12.9
Glbl Strategic Yield B EU BD IRL 02/24 EUR 1215.18 1.1 –21.3 –12.4
Japan Equity A JP EQ IRL 02/24 JPY 8614.00 –16.7 –48.0 –38.3
Japan Equity B JP EQ IRL 02/24 JPY 9135.00 –16.6 –47.7 –37.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/24 USD 1104.70 –14.1 –53.7 –28.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/24 USD 1172.89 –14.0 –53.4 –28.2
Pan European Eq A EU EQ IRL 02/24 EUR 631.42 –12.1 –47.4 –33.3
Pan European Eq B EU EQ IRL 02/24 EUR 669.70 –12.1 –47.1 –33.0
US Equity A US EQ IRL 02/24 USD 578.51 –13.5 –45.0 –27.3
US Equity B US EQ IRL 02/24 USD 616.30 –13.4 –44.7 –26.9
US Small Cap A US EQ IRL 02/24 USD 847.85 –15.7 –45.0 –30.2
US Small Cap B US EQ IRL 02/24 USD 903.74 –15.6 –44.6 –29.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/25 SEK 54.29 –9.8 –46.7 –34.5
Choice Japan Fd JP EQ LUX 02/25 JPY 39.01 –13.2 –45.7 –37.7
Choice Jpn Chance/Risk JP EQ LUX 02/25 JPY 38.70 –13.6 –51.6 –38.6
Choice NthAmChance/Risk US EQ LUX 02/25 USD 2.62 –6.3 –44.8 –27.8
Europe 2 Fd EU EQ LUX 02/25 EUR 0.62 –10.4 –51.6 –35.8
Europe 3 Fd EU EQ LUX 02/25 GBP 2.45 –18.3 –42.4 –26.0
Global Chance/Risk Fd GL EQ LUX 02/25 EUR 0.45 –4.0 –36.9 –27.8
Global Fd GL EQ LUX 02/25 USD 1.41 –15.0 –47.3 –29.6
Intl Mixed Fd -C- NO BA LUX 02/25 USD 20.06 –12.7 –36.1 –20.1
Intl Mixed Fd -D- NO BA LUX 02/25 USD 14.16 –12.7 –36.1 –19.0
Wireless Fd OT EQ LUX 02/25 EUR 0.09 –2.2 –44.1 –26.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/25 USD 4.05 –10.5 –50.5 –26.7
Currency Alpha EUR -IC- OT OT LUX 02/25 EUR 10.71 –1.9 6.7 NS
Currency Alpha EUR -RC- OT OT LUX 02/25 EUR 10.65 –1.9 6.2 NS
Currency Alpha SEK -ID- OT OT LUX 02/25 SEK 103.50 –2.0 6.7 NS
Currency Alpha SEK -RC- OT OT LUX 02/25 SEK 120.53 –1.9 6.2 NS
Generation Fd 80 OT OT LUX 02/25 SEK 6.18 –3.2 –28.3 NS
Nordic Focus EUR NO EQ LUX 02/25 EUR 48.40 –3.0 –44.5 NS
Nordic Focus NOK NO EQ LUX 02/25 NOK 52.82 –3.0 –44.5 NS

Nordic Focus SEK NO EQ LUX 02/25 SEK 58.33 –3.0 –44.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/25 USD 1.24 –10.5 –42.9 –27.4
Ethical Global Fd GL EQ LUX 02/25 USD 0.51 –16.5 –47.9 –31.1
Ethical Sweden Fd NO EQ LUX 02/25 SEK 26.42 –8.1 –34.8 –25.7
Europe Fd EU EQ LUX 02/25 USD 1.33 –7.1 –40.9 –28.9
Index Linked Bd Fd SEK OT BD LUX 02/25 SEK 13.17 0.7 4.3 4.6
Medical Fd OT EQ LUX 02/25 USD 2.67 –7.0 –25.7 –15.0
Short Medium Bd Fd SEK NO MM LUX 02/25 SEK 9.21 0.6 3.2 3.1
Technology Fd OT EQ LUX 02/25 USD 1.47 –5.4 –39.0 –22.9
World Fd NO BA LUX 02/25 USD 1.39 –15.9 –44.7 –22.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/25 EUR 1.27 0.2 1.9 2.1
Short Bond Fd SEK NO MM LUX 02/25 SEK 21.75 0.9 3.1 3.1
Short Bond Fd USD US MM LUX 02/25 USD 2.50 –0.1 1.3 2.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/25 SEK 10.03 –0.3 –2.3 –0.3
Alpha Bond Fd SEK -B- NO BD LUX 02/25 SEK 9.01 –0.3 –2.3 –0.3
Alpha Bond Fd SEK -C- NO BD LUX 02/25 SEK 25.13 –0.3 –2.4 –0.4
Alpha Bond Fd SEK -D- NO BD LUX 02/25 SEK 8.37 –0.3 –2.4 –0.4
Alpha Short Bd SEK -A- NO MM LUX 02/25 SEK 10.94 1.3 3.7 3.4
Alpha Short Bd SEK -B- NO MM LUX 02/25 SEK 10.26 1.3 3.7 3.4
Alpha Short Bd SEK -C- NO MM LUX 02/25 SEK 21.41 1.3 3.6 3.2
Alpha Short Bd SEK -D- NO MM LUX 02/25 SEK 8.90 1.3 3.6 3.2
Bond Fd SEK -C- NO BD LUX 02/25 SEK 41.98 1.0 9.7 6.0
Bond Fd SEK -D- NO BD LUX 02/25 SEK 12.59 1.0 8.4 5.4
Corp. Bond Fd EUR -C- EU BD LUX 02/25 EUR 1.06 –2.6 –10.1 –5.5
Corp. Bond Fd EUR -D- EU BD LUX 02/25 EUR 0.83 –2.6 –10.4 –5.7
Corp. Bond Fd SEK -C- NO BD LUX 02/25 SEK 10.53 –2.0 –12.8 –6.9
Corp. Bond Fd SEK -D- NO BD LUX 02/25 SEK 8.27 –2.0 –12.7 –6.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/25 EUR 103.82 0.0 4.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/25 EUR 103.46 –0.1 3.8 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 02/25 SEK 1170.76 –0.1 3.8 NS
Flexible Bond Fd -C- NO BD LUX 02/25 SEK 21.15 1.4 6.5 4.5
Flexible Bond Fd -D- NO BD LUX 02/25 SEK 11.97 1.4 6.5 4.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/25 SEK 79.10 –1.2 –21.8 –14.5
Global Hedge I SEK -D- OT OT LUX 02/25 SEK 72.29 –1.2 –24.1 –15.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/25 USD 1.40 –9.0 –53.7 –23.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/25 SEK 17.69 5.4 –40.3 –26.6
Europe Chance/Risk Fd EU EQ LUX 02/25 EUR 685.17 –10.1 –54.7 –37.9

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 02/19 USD 869.91 –7.5 –52.9 –14.1
UAE Blue Chip Fund Acc OT OT ARE 02/19 AED 4.20 –8.4 –64.2 –24.9

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 02/24 EUR 26.74 –5.7 –8.5 –1.0
Bonds Eur Corp A OT OT LUX 02/23 EUR 21.13 1.9 –3.8 –2.7
Bonds Eur Hi Yld A OT OT LUX 02/23 EUR 13.76 3.5 –28.0 –21.4
Bonds EURO A OT OT LUX 02/24 EUR 39.59 0.3 5.0 3.7
Bonds Europe A OT OT LUX 02/24 EUR 38.27 1.0 5.6 3.3
Bonds US MtgBkSec A OT OT LUX 02/23 USD 26.00 1.5 4.3 3.4
Bonds US OppsCoreplus A OT OT LUX 02/23 USD 32.46 2.9 2.1 4.4
Bonds World A OT OT LUX 02/23 USD 37.65 –5.5 –2.1 5.6

Eq. China A OT OT LUX 02/24 USD 13.54 –9.4 –50.7 –19.8
Eq. ConcentratedEuropeA OT OT LUX 02/24 EUR 18.08 –12.2 –48.8 –34.7
Eq. Eastern Europe A OT OT LUX 02/24 EUR 11.43 –13.5 –70.7 –45.5
Eq. Equities Global Energy OT OT LUX 02/24 USD 12.76 –10.5 –47.1 –17.7
Eq. Euroland A OT OT LUX 02/24 EUR 7.57 –17.4 –48.3 –34.0
Eq. Euroland MidCapA OT OT LUX 02/24 EUR 12.76 –11.4 –51.0 –37.4
Eq. EurolandCyclclsA OT OT LUX 02/23 EUR 12.38 –9.9 –44.6 –26.6
Eq. EurolandFinancialA OT OT LUX 02/24 EUR 5.92 –29.8 –61.8 –47.5
Eq. Glbl Emg Cty A OT OT LUX 02/24 USD 5.27 –11.8 –58.3 –28.1
Eq. Global A OT OT LUX 02/24 USD 18.02 –14.3 –47.1 –30.6
Eq. Global Technol A OT OT LUX 02/24 USD 3.43 –6.0 –42.8 –31.8
Eq. Gold Mines A OT OT LUX 02/24 USD 20.78 –0.6 –37.4 –13.6
Eq. Japan Sm Cap A OT OT LUX 02/24 JPY 813.98 –10.1 –41.3 –43.6
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.3 –22.3 –24.1
Eq. Pacific A OT OT LUX 02/24 USD 5.58 –12.6 –53.2 –25.5
Eq. US ConcenCore A OT OT LUX 02/24 USD 15.66 –3.6 –33.6 –21.0
Eq. US Lg Cap Gr A OT OT LUX 02/24 USD 10.47 –2.9 –42.9 –26.2
Eq. US Mid Cap A OT OT LUX 02/24 USD 18.48 –7.8 –45.9 –26.0
Eq. US Multi Strg A OT OT LUX 02/24 USD 14.27 –10.7 –45.7 –30.1
Eq. US Rel Val A OT OT LUX 02/23 USD 12.73 –18.0 –51.8 –36.3
Eq. US Sm Cap Val A OT OT LUX 02/24 USD 10.83 –16.3 –50.7 –38.0
Eq. US Value Opp A OT OT LUX 02/24 USD 11.35 –12.4 –50.6 –36.9
Money Market EURO A OT OT LUX 02/24 EUR 27.22 0.4 4.1 4.0
Money Market USD A OT OT LUX 02/24 USD 15.78 0.2 2.4 3.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/25 JPY 7190.00 –16.4 –49.6 –41.6
YMR-N Japan Fund JP EQ IRL 02/25 JPY 7899.00 –16.3 –48.1 –39.0
YMR-N Low Price Fund JP EQ IRL 02/25 JPY 10822.00 –16.6 –44.7 –39.4
YMR-N Small Cap Fund JP EQ IRL 02/25 JPY 5419.00 –15.6 –48.8 –42.1
Yuki Mizuho Gen Jpn III JP EQ IRL 02/25 JPY 3557.00 –16.3 –55.7 –42.2
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/25 JPY 3746.00 –16.6 –55.8 –45.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/25 JPY 5206.00 –14.7 –52.5 –41.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/25 JPY 6742.00 –15.9 –48.2 –39.7
Yuki Mizuho Jpn Gro JP EQ IRL 02/25 JPY 5159.00 –17.5 –48.8 –42.1
Yuki Mizuho Jpn Inc JP EQ IRL 02/25 JPY 6834.00 –14.1 –42.9 –36.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/25 JPY 4147.00 –16.8 –49.0 –38.4
Yuki Mizuho Jpn LowP JP EQ IRL 02/25 JPY 9080.00 –19.9 –42.8 –37.2
Yuki Mizuho Jpn PGth JP EQ IRL 02/25 JPY 6410.00 –16.1 –52.1 –41.4
Yuki Mizuho Jpn SmCp JP EQ IRL 02/25 JPY 5198.00 –15.2 –52.5 –42.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/25 JPY 4470.00 –13.9 –45.4 –37.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/25 JPY 2144.00 –10.2 –54.8 –51.5

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/25 JPY 3585.00 –14.7 –53.6 –41.3
Yuki 77 General JP EQ IRL 02/25 JPY 5035.00 –14.7 –50.4 –39.7
Yuki 77 Growth JP EQ IRL 02/25 JPY 4820.00 –18.5 –52.7 –44.7
Yuki 77 Income AS EQ IRL 02/25 JPY 4456.00 –12.9 –42.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/25 JPY 5367.00 –14.0 –48.1 –39.1
Yuki Chugoku Jpn Gro JP EQ IRL 02/25 JPY 4178.00 –18.3 –50.5 –40.2
Yuki Chugoku JpnLowP JP EQ IRL 02/25 JPY 6529.00 –20.3 –42.3 –36.6
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 02/25 JPY 5672.00 –16.2 –51.0 –40.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/25 JPY 3836.00 –15.7 –51.0 –39.4
Yuki Hokuyo Jpn Inc JP EQ IRL 02/25 JPY 4338.00 –17.8 –45.2 –36.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/25 JPY 3989.00 –15.2 –47.5 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/25 JPY 3785.00 –15.9 –55.1 –42.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/25 JPY 3572.00 –18.2 –52.8 –42.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/25 JPY 4269.00 –16.3 –49.3 –39.3
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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 12/31 EUR 98.41 –24.0 –24.0 –8.6

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 02/20 EUR 246.93 0.4 –2.9 0.7

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 02/20 USD 171.67 –10.6 –76.6 –53.9

Antanta MidCap Fund EE EQ AND 02/20 USD 223.91 –22.7 –87.4 –59.4

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* OT OT LUX 02/17 USD 3764.00 3.1 57.6 16.5
Superfund Gold A (SPC) OT OT CYM 02/17 USD 1300.99 11.9 39.1 28.1

Superfund Gold B (SPC) OT OT CYM 02/17 USD 1531.04 13.6 54.3 32.3
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
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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CORPORATE NEWS

Lenovo Group Ltd.

Lenovo Group Ltd. said it plans to
shave about 450 jobs in China, or
2.7% of its China workforce, by the
end of March as part of cost-cutting
measures. The Beijing-based com-
puter maker said the latest layoffs
are in addition to the 2,500 job cuts it
announced last month. Lenovo,
which four years ago bought the per-
sonal-computer operations of Inter-
national Business Machines Corp. in
a landmark deal, has been refocusing
on the Chinese market in response to
the worsening global economic cri-
sis. The just-announced staff cuts in-
clude employees who work on Leno-
vo’s global supply chain, in human re-
sources and information technology,
according to a spokeswoman. In Jan-
uary, Lenovo said it planned to cut
11% of its total global workforce of
about 23,500 people.

Sanofi-Aventis SA

Sanofi-Aventis SA said it has suc-
ceeded in taking over Zentiva NV af-
ter a seven-month battle, as the
French company now holds 94% of
the Czech generic-drug maker’s share
capital. The acquisition gives Sanofi
operations in Eastern Europe, Turkey
and Russia. Sanofi first bid for the
Czech company in June 2008, trump-
ing an earlier offer from another
shareholder, Czech financial com-
pany PPF Group NV. The Paris-based
pharmaceutical company offered
1,150 Czechkoruna ($52) for each Zen-
tiva share, valuing Zentiva at around
Œ1.8 billion ($2.3 billion). “This opera-
tion is a typical example of the kind of
acquisition that I want our company
to make, as part of our efforts to diver-
sify and strengthen our business in ar-
eas where there are attractive growth
opportunities,” Sanofi Chief Execu-
tive Chris Viehbacher said.

Axel Springer AG

German publisher Axel
Springer AG, one of Europe’s larg-
est print media companies, said
Wednesday that it posted a record
profit for 2008, lifted by higher
sales and a divestment gain. The
Berlin-based publisher of daily Bild
reported net profit of Œ571.1 mil-
lion ($733.6 million) for 2008, com-
pared with a year-earlier net loss of
Œ288.4 million. The latest results
were boosted by a gain of Œ427 mil-
lion related to the disposal of a mi-
nority stake in ProSiebenSat.1 Me-
dia AG to majority shareholders
Kohlberg Kravis Roberts & Co. and
Permira. The 2007 earnings had
been weighed down by a write-
down on Axel Springer’s stake in
postal service-company PIN Group.
Revenue grew 5.8% to Œ2.73 billion.
The company didn’t break out quar-
terly results. Axel Springer pub-
lishes more than 150 newspapers
and magazines in 32 countries.

—Compiled from staff
and wire service reports.

Daimler AG

Daimler AG said sales of its Mer-
cedes-Benz brand in mainland China
rose 11% in January from a year ear-
lier to 3,245 units. While Mercedes-
Benz sales represent a small corner
of China’s auto market, the rise con-
trasts with a 7.8% drop in China’s over-
all passenger vehicle sales in January
and expectations for flat or single-
digit overall growth in car sales in
China this year. In 2008, Mercedes-
Benz sales rose 44% in China to
38,700 units. January sales were
boosted by the German auto maker’s
sport-utility vehicles, whose sales
rose more than 80% from a year ear-
lier. Sales of Mercedes’ flagship
model, the S-Class, rose 26%, the com-
pany said. Chery Automobile Co. and
Honda Motor Co. also said this
month that their China sales rose in
January. To help rev up demand,
China last month introduced lower
vehicle taxes for cars with engines
smaller than 1.6 liters.

San Francisco could lose newspaper

By Lauren A.E. Schuker

DreamWorks Animation SKG
Inc.’s fourth-quarter profit fell
45% as the movie studio struggled
to match the success it had in the
year-earlier quarter with “Shrek
the Third.”

The company said net income
dropped to $51.6 million, or 58 cents
a share, compared with $94.1 mil-
lion, or 98 cents a share, a year ear-
lier. Revenue for the quarter, at
$199.8 million, was down 31%, miss-
ing analysts’ expectations.

More than half DreamWorks Ani-
mation’s revenue for the period
came from “Kung Fu Panda,” a sum-
mer movie hit that launched a new
franchise for the studio and has
brought in more than $630 million
world-wide since its release in June.

In 2008, a year in which Holly-
wood’s box-office receipts were
flat, DreamWorks Animation had
two of the top-grossing family
films. In addition to “Kung Fu
Panda,” it also released “Madagas-
car: Escape 2 Africa.”

Even so, the company’s net in-
come for the year dropped 35% to
$142.5 million as revenue fell 15% to
$650.1 million.

DreamWorks Animation, based
in Glendale, Calif., is unique among
Hollywood studios because it fo-

cuses exclusively on family fare and
releases only a small number of
films each year. In the past, that fo-
cus has allowed it to deliver more
consistent returns than many com-
petitors who bet on a range of films
targeted at different audiences.

Many Hollywood studios have
been hurt over the past few months
by declining DVD sales. But Dream-
Works Animation said that sales of
“Panda” and “Madagascar” DVDs are
holding up. “Panda” sold about 11.2
million units world-wide last year.

“We are not seeing the same
level of erosion as our competitors,
and we have not been impacted to
the same degree,” said Dream-

Works Animation Chief Executive
Jeffrey Katzenberg. “I just think it’s
the nature of our product—family
films watched by kids dozens and
dozens of times.”

Looking ahead, the company ex-
pects its “Madagascar” sequel and
the coming “Monsters vs. Aliens”
to drive 2009 revenue. Dream-
Works Animation will release “Mon-
sters” domestically on March 27 on
more than 2,000 3-D screens, fewer
than originally planned. The film
will kick off the company’s 3-D strat-
egy, which Mr. Katzenberg said will
“reset the bar” for what moviego-
ers expect from a computer-gener-
ated animated film.

By Ethan Smith

The chief executives of Live Na-
tion Inc. and Ticketmaster Enter-
tainment Inc. faced a barrage of crit-
icism and questions about their pro-
posed merger from a Senate subcom-
mittee Tuesday, in a sign that the
$2.5 billion deal could face
an uphill battle for regula-
tory approval.

The hearing was the
first public scrutiny the
deal has come under so far.
Since Live Nation, the
world’s largest concert pro-
moter, and Ticketmaster,
the biggest ticketing com-
pany, announced their in-
tention to merge this
month, the plan has been
criticized by competitors,
politicians and consumer groups.

Some fear that the combined
company, to be known as Live Na-
tion Entertainment, would be able
to control every aspect of the live-
music value chain, from artists to

fans. The Justice Department’s anti-
trust division is conducting its own
review of the all-stock merger deal.

In his testimony before the sub-
committee, Live Nation CEO Michael
Rapino cited economic conditions as
the justification for the merger. “I
have two choices,” Mr. Rapino said.

“I can hope the economy
gets better, or I can seek a
more proactive approach,”
like the proposed merger.

Ticketmaster CEO Irv-
ing Azoff justified the
deal in part by saying,
“The music business is in
far worse shape than most
people realize.”

But two independent
concert promoters who
compete with Live Nation
and an expert on antitrust

issues insisted that the real reason
for the merger is to further increase
the two companies’ dominance of
the concert market.

“If this merger is allowed to pro-
ceed, the combined entity will have

the ability to suppress or eliminate
competition,” said Jerry Mickelson,
the chairman and executive vice
president of Jam Productions Ltd.,
a Chicago concert promoter. “The
whole game here is control.”

The senators on the subcommit-
tee occasionally piled on. Panel
chairman Sen. Herb Kohl, Democrat
of Wisconsin, chastised Messrs. Rap-
ino and Azoff for not acknowledging
the profit motive. “I’m disturbed
that you’re unwilling to discuss the
main reason for your merger.”

Sen. Charles Schumer, Democrat
of New York, peppered Mr. Azoff
with questions about a recent epi-
sode in which Ticketmaster’s Web
sites tried to sell Bruce Springsteen
fans tickets at vastly inflated prices
instead of “primary tickets” at face
value. Sen. Schumer asked Mr. Azoff
to agree that Ticketmaster should
sell TicketsNow, the ticket-resale
subsidiary. Mr. Azoff demurred but
said he had taken steps to separate
Ticketmaster’s main operation from
TicketsNow.

Senators question music merger

Merrill Lynch & Co.

Fourth-quarter losses at Merrill
Lynch & Co. totaled $15.84 billion—
more than $500 million higher than
a prior estimate of $15.31 billion
from new owner Bank of America
Corp. The bigger loss, disclosed in a
regulatory filing Tuesday, rein-
forces the problems confronting the
nation’s largest bank by assets as it
integrates Merrill and tries to
weather the financial crisis. Larger-
than-expected fourth-quarter
losses at Merrill forced Bank of
America to accept an additional $20
billion in U.S. aid, bringing the gov-
ernment’s total assistance to $45 bil-
lion. Bank of America Chief Execu-
tive Kenneth Lewis said in a memo
to employees this week that the
bank doesn’t need more federal
money, and said, “I don’t believe
we’ll need any more in the future.”

Panasonic Corp.

Electronics maker Panasonic
Corp. said it aims to double its Euro-
pean sales of white goods to 80 bil-
lion yen ($827 million) in the fiscal
year starting April 2013 from the fis-
cal year that ended in March 2008).
The target is based on its plan to be-
gin selling five China-made models
of washing machines and refrigera-
tors in seven countries including
the U.K., France and Germany in
March. Panasonic will expand the
sales of such products to other Euro-
pean countries gradually. It will
also open a research facility in Ger-
many in April.

Virgin Media Inc.

Currency, asset impairment
lead to wider quarterly loss

U.K. television and telephony
company Virgin Media Inc. re-
ported a wider fourth-quarter net
loss on impairment charges and neg-
ative currency effects. Virgin Media,
which is listed on the Nasdaq but op-
erates solely in the U.K, posted a net
loss of £241.4 million ($349.7 mil-
lion) compared with a net loss of
£163.2 million a year earlier. The
company attributed the wider net
loss to impairment charges related
to a review of its digital home-shop-
ping business, Sit-Up, other intangi-
ble asset charges and foreign-cur-
rency losses. The strength of the dol-
lar and euro compared with sterling
also meant that long-term debt rose
by £107 million to £6.27 billion. Reve-
nue inched down 1.9% to £1.03 bil-
lion. The company said that it added
57,100 new customers for its broad-
band services, down from 106,200
last year, but that customer drop-
out reached a record-low 1.2%.

DreamWorks Animation
reports 45% drop in net

DreamWorks Animation is banking on ‘Monsters vs. Aliens,’ which opens late
next month, to drive revenue. The film will kick off the company’s 3-D strategy.

Michael Rapino

GLOBAL BUSINESS BRIEFS
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By Shira Ovide

And Russell Adams

Signaling the U.S. newspaper in-
dustry’s deterioration from malaise
to crisis, Hearst Corp. said it may
close the San Francisco Chronicle un-
less it can quickly slash costs at the
money-losing daily.

Hearst said it will seek “critical
cost-saving measures,” including a
steep reduction in the Chronicle’s
work force, which numbers about
1,500. If it can’t reach its cost-saving
target “within weeks,” Hearst said it

will seek a new owner for the Chroni-
cle. And—at a time when few inves-
tors are willing to shell out money
for large U.S. newspapers—the com-
pany said it will close the paper if it
can’t find a buyer.

The possible closure of the Chron-
icle, the 12th-largest U.S. paper and
Northern California’s largest daily, il-
lustrates the acceleration of the
newspaper industry’s decline.

Advertising revenue is dropping
faster than publishers can slash staff,
stock dividends and other costs. Un-
like many big newspaper chains,

Hearst has a healthy balance sheet,
but the closely held company says
the Chronicle has posted significant
losses since 2001, including a loss of
more than $50 million last year.

Hearst also owns consumer maga-
zines including Cosmopolitan and Es-
quire, a 20% stake in the ESPN cable
channel and other papers.

Hearst acquired the San Fran-
cisco Chronicle in 2000 for about
$660 million, and it has sunk more
than $1 billion into the paper, includ-
ing the purchase price and its operat-
ing losses over the last decade.

Executive Travel Program

Guests and clients of 320
leading hotels receive

The Wall Street Journal Europe
daily, courtesy of

www.accessmba.com
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Japan Strat Value I JP EQ LUX 02/24 JPY 4419.00 –15.9 –52.7 –39.1
Real Estate Sec. A OT EQ LUX 02/24 USD 8.14 –23.7 –55.9 –43.3
Real Estate Sec. B OT EQ LUX 02/24 USD 7.50 –23.9 –56.4 –43.9
Real Estate Sec. I OT EQ LUX 02/24 USD 8.68 –23.7 –55.6 –42.9
Short Mat Dollar A US BD LUX 02/24 USD 6.59 –2.1 –19.9 –11.9
Short Mat Dollar A2 US BD LUX 02/24 USD 8.60 –1.8 –20.0 –11.9
Short Mat Dollar B US BD LUX 02/24 USD 6.59 –2.2 –20.3 –12.3
Short Mat Dollar B2 US BD LUX 02/24 USD 8.59 –1.9 –20.3 –12.3
Short Mat Dollar I US BD LUX 02/24 USD 6.59 –2.1 –19.4 –11.4

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 02/24 GBP 6.04 –9.3 –29.8 –18.9
Andfs. Borsa Global GL EQ AND 02/24 EUR 5.14 –11.5 –40.1 –26.8
Andfs. Emergents GL EQ AND 02/24 USD 8.98 –10.2 –54.4 –26.5
Andfs. Espanya EU EQ AND 02/24 EUR 9.03 –16.6 –40.1 –27.6
Andfs. Estats Units US EQ AND 02/24 USD 10.79 –11.5 –40.9 –24.8
Andfs. Europa EU EQ AND 02/24 EUR 5.54 –14.7 –41.6 –28.9

Andfs. Franca EU EQ AND 02/24 EUR 7.08 –14.5 –41.0 –29.8
Andfs. Japo JP EQ AND 02/24 JPY 373.92 –14.7 –45.0 –36.1
Andfs. Plus Dollars US BA AND 02/24 USD 7.89 –6.4 –24.3 –13.9
Andfs. RF Dolars US BD AND 02/24 USD 9.77 –4.4 –14.6 –6.7
Andfs. RF Euros EU BD AND 02/24 EUR 8.82 –1.5 –19.2 –11.8
Andorfons EU BD AND 02/24 EUR 11.35 –4.8 –23.9 –15.6
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/24 EUR 7.49 –7.5 –32.1 –20.4
Andorfons Mix 60 EU BA AND 02/24 EUR 7.20 –11.5 –40.0 –26.2

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 02/20 USD 125397.11 –7.0 –46.2 –24.8

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 02/25 EUR 10.04 –0.3 –1.4 –0.7
DJE-Absolut P GL EQ LUX 02/25 EUR 167.16 –4.6 –28.8 –16.1
DJE-Alpha Glbl P EU BA LUX 02/25 EUR 145.08 –5.7 –25.2 –13.1
DJE-Div& Substanz P GL EQ LUX 02/25 EUR 164.73 –5.8 –27.0 –15.8
DJE-Gold&Resourc P OT EQ LUX 02/24 EUR 137.79 5.4 –32.2 –10.4
DJE-Renten Glbl P EU BD LUX 02/25 EUR 121.66 1.7 –0.2 0.6
LuxPro-Dragon I AS EQ LUX 02/25 EUR 96.84 4.3 –37.1 –14.0
LuxPro-Dragon P AS EQ LUX 02/25 EUR 94.57 4.2 –37.5 –15.0
LuxTopic-Aktien Europa EU EQ LUX 02/25 EUR 11.82 –17.5 –31.1 –16.7

LuxTopic-Pacific AS EQ LUX 02/25 EUR 9.08 0.3 –49.9 –29.5

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 02/22 SAR 4.64 –2.0 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 02/24 USD 245.85 0.1 –20.5 –9.5
Sel Emerg Mkt Equity GL EQ GGY 02/24 USD 116.59 –11.0 –54.0 –26.1
Sel Euro Equity EUR US EQ GGY 02/23 EUR 66.90 –10.2 –48.0 –34.0
Sel European Equity EU EQ GGY 02/24 USD 111.65 –18.8 –55.9 –35.6
Sel Glob Equity GL EQ GGY 02/24 USD 119.02 –17.1 –52.1 –33.9
Sel Glob Fxd Inc GL BD GGY 02/24 USD 121.32 –5.9 –17.8 –6.9
Sel Pacific Equity AS EQ GGY 02/24 USD 78.74 –12.9 –50.4 –26.7

Sel US Equity US EQ GGY 02/24 USD 87.41 –13.2 –44.2 –28.1
Sel US Sm Cap Eq US EQ GGY 02/24 USD 112.38 –14.1 –46.5 –33.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/24 EUR 285.61 –2.2 –18.3 –10.7
DSF 50/50 EU BA LUX 02/24 EUR 207.28 –4.1 –26.2 –16.5
DSF 75/25 EU BA LUX 02/24 EUR 152.70 –5.9 –34.0 –22.6
KBC Eq (L) Europe EU EQ LUX 02/24 EUR 345.89 –11.0 –48.1 –34.3
KBC Eq (L) Japan JP EQ LUX 02/24 JPY 14070.00 –15.9 –45.6 –38.0
KBC Eq (L) NthAmer EUR US EQ LUX 02/24 EUR 396.68 –13.2 –43.3 –27.2
KBC Eq (L) NthAmer USD US EQ LUX 02/24 USD 577.59 –13.0 –41.9 –25.3
KBL Key America EUR US EQ LUX 02/23 EUR 274.43 –13.9 –47.8 –29.8
KBL Key America USD US EQ LUX 02/23 USD 287.24 –13.7 –47.3 –28.5
KBL Key East Europe EU EQ LUX 02/23 EUR 937.14 –11.4 –69.3 –44.5
KBL Key Eur Sm Cie EU EQ LUX 02/23 EUR 602.30 –4.2 –49.9 –36.9
KBL Key Europe EU EQ LUX 02/23 EUR 477.67 –7.9 –38.3 –28.4
KBL Key Far East AS EQ LUX 02/23 USD 820.32 –9.1 –51.1 –27.3
KBL Key Major Em Mkts GL EQ LUX 02/23 USD 314.64 –8.2 –62.6 –30.9
KBL Key NaturalRes EUR OT EQ LUX 02/23 EUR 340.17 –0.1 –42.2 –20.3
KBL Key NaturalRes USD OT EQ LUX 02/23 USD 329.83 –8.5 –50.3 –21.6

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 02/20 USD 33.36 –2.3 –51.5 –25.7
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By Aaron Lucchetti

And Jenny Strasburg

James Simons helped put
Stony Brook University on the
map with his work as a mathemati-
cian, philanthropist and billion-
aire hedge-fund manager. He also
helped introduce the college to
Bernard Madoff.

The 70-year-old Mr. Simons,
one of the world’s
most successful
hedge-fund man-
agers, encouraged
the 24,000-stu-

dent school to invest with Mr. Mad-
off while Mr. Simons was chair-
man of the Stony Brook Founda-
tion, which manages investments
and helps fund scholarships.

Drawn to Mr. Madoff’s conser-
vative strategy and strong re-
turns, the foundation’s invest-
ment committee approved an ini-
tial allocation of $500,000 in 1991,
says Robert J. Frey, the commit-
tee’s current co-chairman and a
former managing director of Re-
naissance Technologies Corp.,
the East Setauket, N.Y., hedge-
fund firm led by Mr. Simons. To-
day, the college is facing a $5.5 mil-
lion loss in the alleged Madoff
fraud.

Stony Brook of Stony Brook,
N.Y., part of the State University of
New York system, was one of the
first institutional clients in Mr.
Madoff’s investment business. By
2004, it had invested about $8 mil-
lion with Bernard L. Madoff In-
vestment Securities LLC.

“The loss is embarrassing and
upsetting,” says Mr. Frey. A Stony
Brook University spokeswoman
says the collapse of Mr. Madoff’s
firm in an alleged Ponzi scheme
will have only a “slight” impact on
scholarships, research and aca-
demic support.

Beyond encouraging the initial
investment, it isn’t clear how
large a role Mr. Simons had in
Stony Brook’s decision to expand
its investment. According to two
people familiar with the matter,
Stony Brook Foundation directors
were comfortable increasing the
investment based on Mr. Simons’s
input. They were also impressed
with its strong returns.

Mr. Simons declined to com-

ment on his role. A Renaissance
spokesman, Jonathan Gasthalter,
declined to comment, saying the
matter is private. When Mr. Mad-
off was arrested, Mr. Simons told
committee members at Stony
Brook that he felt “lousy” about
the loss, according to people famil-
iar with the matter.

Stony Brook is just another en-
try on the long list of Mr. Madoff’s
clients now bracing themselves
for losses as a bankruptcy trustee
sifts through what is left of the
firm. Mr. Simons is one of the savvi-
est minds to miss the fraud, at
least for a while. Investigators say
the fraud began decades ago.

By the early 2000s, Messrs.
Frey and Simons discussed their
concerns about a lack of transpar-
ency at Mr. Madoff’s firm and the
possibility that his stellar returns
might not be sustainable, Mr. Frey
recalls. The foundation also
couldn’t get answers to basic ques-
tions, such as how much money
Mr. Madoff managed.

In 2004, the Stony Brook Foun-
dation yanked $3.5 million of its
roughly $8 million from Mr. Mad-
off’s firm. Mr. Simons urged Stony
Brook to pull out all its money, but
other members of the founda-
tion’s board disagreed.

“It was at Jim’s insistence that
we took the position down,” says
Mr. Frey. It isn’t clear exactly what
bothered Mr. Simons, but internal
Securities and Exchange Commis-
sion documents show that emails
between Renaissance employees
around the same time expressed
worries about Mr. Madoff. “We at

Renaissance have totally indepen-
dent evidence that Madoff’s execu-
tions are highly unusual,” one em-
ployee wrote. The SEC, which got
the emails during a routine exam
of the hedge-fund firm, declined
to comment.

Mr. Simons ran Stony Brook’s
mathematics department in the
1970s, and the Long Island college
is about three kilometers from the
hedge-fund firm he launched in
1982. Mr. Simons and his wife have
donated more than $106 million to
Stony Brook, including a $60 mil-
lion commitment last year to build
the new Simons Center for Geome-
try and Physics.

At Renaissance, Mr. Simons
and teams of physicists, mathema-
ticians and research technicians
have spent years developing
closely guarded computer pro-
grams to analyze data. Their in-
vestment-picking systems have
made Mr. Simons hugely success-
ful, despite rocky performance
lately by funds managing money
for outside clients. Those funds
had losses last year, though they
outperformed major stock indexes
and the average hedge fund.

Mr. Simons was chairman of
the Stony Brook Foundation at a
time when officials were looking
to put more of its $15 million port-

folio in investments that didn’t fol-
low the stock and bond markets.

Mr. Simons was introduced to
Mr. Madoff through Maurice
“Sonny” Cohn, a friend and busi-
ness partner of Mr. Madoff, people
familiar with the matter said. Mr.
Simons’s cousin, a Long Island
businessman, introduced Mr. Si-
mons to Mr. Cohn in the 1980s. Mr.
Cohn soon invested some of his
own money in Mr. Simons’s hedge
fund, these people said.

Steven Paradise, a lawyer for
Mr. Cohn, says Mr. Cohn was un-
aware of any fraud at the time.

Stony Brook’s initial stake was
put in a Madoff-managed account
at Cohmad Securities, a broker-
age firm jointly owned by Mr.
Cohn and Mr. Madoff, people famil-
iar with the matter said. In approv-
ing the investment, the committee
relied largely on Mr. Simons, they
said. The committee was “count-
ing on the fact that Jim looked at”
and had “monitored” how the in-
vestment performed, one of these
people added.

Around 1993, Mr. Frey and Mr.
Simons visited Mr. Madoff ’s office
in midtown Manhattan, according
to Mr. Frey. Mr. Madoff didn’t
want to discuss details of his op-
tions-based investment strategy,
but that didn’t raise any immedi-
ate alarms. Mr. Madoff’s electroni-
cally savvy trading desk also gave
the visitors more confidence, Mr.
Frey says. Mr. Madoff’s lawyer, Ira
Sorkin, declined to comment.

Mr. Simons didn’t steer any of
his own wealth, estimated at more
than $7 billion by Forbes Maga-
zine, to Mr. Madoff. Before 2003,
two of Mr. Simons’s family founda-
tions invested a small part of their
portfolios with Mr. Madoff, accord-
ing to a person familiar with the
matter.

Simons’s advice wasn’t fully followed
Stony Brook invested
at first urging; later
it declined to divest

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
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Hedge-fund manager James Simons
guided Stony Brook to Bernard Madoff.
He has donated millions to the school.

How Stony Brook found Madoff
Stony Brook made money in the Madoff firm before things went sour

1980s: James Simons meets
Maurice “Sonny" Cohn, who invests in
Mr. Simons's hedge fund.

1991: Stony Brook Foundation,
which invests money for Stony Brook
University, invests $500,000 in a
Madoff-managed account. Mr. Simons
helps arrange it through Mr. Cohn as
head of the foundation.

1995: Mr. Simons's family
foundation invests money with
Madoff. The foundation is run by

Marilyn Simons, Mr. Simons’s wife. Mr.
Simons is secretary and treasurer.

2003: Mr. Simons’s foundation sells
its Madoff position.

2004: Stony Brook foundation sells
$3.5 million of its roughly $8 million
position in Madoff.

2008: Stony Brook Foundation
discloses it lost $5.5 million in a Madoff
account. It had pulled out $8.7 million in
gains over the years after investing $2.7
million.

By Evan Perez

And Kara Scannell

WASHINGTON—Authorities out-
side the U.S. are seeking control of
Texas businessman R. Allen Stan-
ford’s assets, setting up potential ju-
risdictional fights that could compli-
cate efforts by tens of thousands of
customers to retrieve funds.

Lawmakers on the twin-island na-
tion of Antigua and
Barbuda are set to
convene in an emer-
gency session
Thursday to pass
legislation seizing
“for a public pur-

pose” about 250 acres of real estate
owned by Mr. Stanford, government
officials announced. The property in-
cludes a private island, resort prop-
erty, and the landscaped airport com-
plex that served as the base for Mr.
Stanford’s companies, collectively
known as Stanford Financial Group.

The U.S. Securities and Exchange
Commission accuses Mr. Stanford of
an $8 billion fraud centered at his An-
tigua-based Stanford International
Bank. Criminal investigators are fo-
cusing their inquiry on whether Mr.
Stanford’s offshore operation, which
sold what it described as certificates
of deposits, was a Ponzi scheme. No
criminal charges have been filed
against Mr. Stanford.

On Tuesday, Nigel Hamilton-
Smith, whose U.K.-based firm was ap-
pointed a receiver by Antigua’s off-
shore banking regulator, said it
would seek “cooperation agree-
ments” with receivers in the U.S. and
elsewhere “to safeguard the interests
of investors and depositors, identify
and preserve assets.”

Mr. Hamilton-Smith is receiver
for Stanford International Bank and
one other Stanford entity. In his
statement, he gave one of the first in-
dications of the size of the alleged
fraud, saying there are “some
28,000” clients. He didn’t say which
entities that figure covers.

The Antiguan Parliament’s move
to claim assets in part reflects offi-
cials’ pique at a U.S. court-ap-
pointed receiver, Ralph Janvey. Last
week, Mr. Janvey asserted control
of Stanford assets “wherever lo-
cated.” Antiguan officials say they
are concerned that Mr. Stanford’s
real-estate assets could come under
the control of foreign regulators.

Phone calls to Mr. Janvey seek-
ing comment weren’t returned. The
SEC didn’t comment.

The billionaire
hedge-fund manager
and his wife have
donated more than
$106 million to the
university.
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only ones seeking
to seize assets
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By Jonathan Weisman

WASHINGTON—President
Barack Obama, in his first formal ad-
dress to the U.S. Congress, straddled
the divide between fear and hope
Tuesday night, declaring the “day of
reckoning has arrived” for an indul-
gent nation but vowing to lead a re-
covery from the deepest recession
since World War II.

The speech, 52 minutes long,
punctuated by more than 60 ova-
tions, was billed as a rhetorical salve
to a nation battered by layoffs and
plunging stock prices—and a temper-
ing of pessimistic rhetoric from the
Oval Office over the past few weeks.

Despite the recession and a large
budget deficit, Mr. Obama promised
to press forward with major initia-
tives in health care, energy and edu-
cation. He warned the nation’s ma-
jor banks, teetering on the brink of
collapse, that he will “force the nec-
essary adjustments” to push them
back to viability, even as he con-
ceded those banks will likely need
even more money from the federal
government than the $700 billion in
the initial bailout.

The president said he’ll address
the burgeoning costs of entitlement
benefits for health care and retire-
ment, and hinted at a Social Security
plan that would include tax-free sav-
ings accounts for everyone.

Insisting that he could pursue his
wide-ranging agenda, and at the
same time cut the deficit in half, Mr.
Obama singled out programs he will
try to cut from the budget, from agri-
cultural subsidies to military weap-
ons systems, and taxes he said must
be raised, on affluent individuals and
businesses that shield overseas prof-
its from the Internal Revenue Service.

But the speech was intended to
be more about broad themes—
about trying to give Americans
some optimism amid the gloom.

It was a note he struck early in his
address when he declared, to sus-
tained applause from lawmakers,
cabinet officials, military leaders
and Supreme Court justices in the
Capitol’s packed House: “While our
economy may be weakened and our
confidence shaken; though we are

living through difficult and uncer-
tain times, tonight I want every
American to know this: We will re-
build, we will recover, and the
United States of America will
emerge stronger than before.”

After speaking of that brighten-
ing future, the president tried to
turn the page on a past era he hoped
would not stain his administration
or bring down his ambitious agenda.
The blame, he said, lay both in
former President George W. Bush’s
Washington and outside it, and in a
time when a budget “surplus be-
came an excuse to transfer wealth to
the wealthy instead of an opportu-
nity to invest in our future.”

Hewenton to portrayanage when
“regulations were gutted for the sake
of a quick profit at the expense of a
healthy market” and “people bought
homes they knew they couldn’t af-
ford from banks and lenders who
pushed those bad loans anyway.”

Mr.Obama tried to put a hard stop
to what he portrayed as a ruinous de-

cade andto assure listeners thatwith
sharedsacrificeandanew senseofre-
sponsibility, Americans can emerge
stronger than ever. The “day of reck-
oning has arrived, and the time to
take charge of our future is here,” Mr.
Obama said. “Now is the time to act
boldly and wisely—to not only revive
thiseconomy,but to buildanew foun-
dation for lasting prosperity.”

The president spent much of his
address explainingwhat hisadminis-
tration has already done: one of the
largest economic-stimulus plans in
history; an expansion of children’s
health insurance; a new effort to res-
cue the banking sector, and plans to
prop up the housing market.

Mr. Obama said he was saving the
main policy details of his agenda for
his budget blueprint, which is sched-
uled for release Thursday. But his
nods to those policies—many shaped
during the presidential campaign, be-
fore the downturn consumed his
early agenda—were ambitious.

He vowed to tame health-care

costswhileexpandingaccesstoinsur-
ance, and promised to not let the op-
portunity for comprehensive reform
slip away, as has been the case for
manypresidentsbefore. “Health-care
reform cannot wait, it must not wait,
and it will not wait another year,” he
said. On energy, he cheered environ-
mentalistsbyaskingCongresstosend
him legislation with a market-based
cap on carbon production that will
control climate change and increase
production of renewable energy.

And the president talked at length
about education, promising to reform
the fundamentals of U.S. schools, add-
ing new accountability as well as new
dollars, while challenging all Ameri-
cans to get at least one year of educa-
tion or training beyond high school.

Mr. Obama entered the House
chamber with high approval ratings
and a series of legislative successes
already under his belt. With an audi-
ence of 313 Democrats and Demo-
cratic-leaning independents in the
HouseandSenate,against219Repub-

licans, he played to a friendly crowd.
Hispraiseforthe$787billionstim-

ulus plan that passed with virtually
no Republican support drew lavish
applause from Democrats and stony
silence from the Republicans. His
vow not to saddle future generations
with a crushing government debt
drew cheers from Republicans, who
blame the president’s stimulus plan
for adding significantly to that debt
burden—then partisan applause
from Democrats when he stressed he
inherited most of that debt.

The Republicans signaled their
reaction through Louisiana Gov.
Bobby Jindal, who delivered the par-
ty’s official response, pledging to
work with the president.

The rising Republican star took a
pass at criticizing Mr. Obama, say-
ing, “We don’t care what party you
belong to if you have good ideas to
make life better for our people.”

Instead, he focused his shots at
unnamed “Democratic leaders” who
passed the $787 billion stimulus bill.
“What it will do is grow the govern-
ment, increase our taxes down the
line, and saddle future generations
with debt,” Mr. Jindal said.

The president faces a slate of
challenges that even his top aides
say they weren’t prepared for on In-
auguration Day. The Dow Jones In-
dustrial Average has fallen nearly
10% since he took office. The finan-
cial sector is in worse shape than pre-
viously thought. Consumer confi-
dence has dropped to record lows.

That sense of crisis helped pro-
pel passage of the president’s stimu-
lus package. But now, White House
aides said, Mr. Obama wants to re-
store the same sense of hope that
buoyed his campaign.
 —Laura Meckler

and Naftali Bendavid
contributed to this article.

President lifts tone, seeks to reach average Americans

Obama vows to lead economic recovery
In an address to Congress, president says the U.S. will emerge stronger; push on health, energy, education

WSJ.com

By Gerald F. Seib

Every day staffers bring Presi-
dent Barack Obama about 10 letters
picked from the blizzard the White
House regularly receives, so he can
get a sampling of the economic grief
average citizens are describing.

Tuesday night, in his first ad-
dress to a joint session of Congress,

Mr. Obama was talk-
ing more to those
letter-writers be-
yond the Capitol
than to the lawmak-

ers arrayed before him.
Confronted with dire economic

conditions, the president faced a
choice between making his big
speech a Bill Clinton-like policy man-
ifesto or a Franklin Roosevelt-like
fireside chat. He chose the latter.

His speech wasn’t much de-
signed to sell lawmakers on an eco-
nomic-stimulus plan—which, after

all, they already have passed—or to
explain to them the details of a bud-
get plan they have yet to see.

Instead, it was structured above
all to convince average Americans
that all the pieces of his recovery
plan really do fit together. Thus, the
president told the residents of Main
Street why they should want Wall
Street rescued, despite the anger
they feel toward bankers and finan-
ciers. He sought to reassure the
good people of America that bad
people won’t be rewarded with tax
dollars for irresponsible behavior.

And—belatedly, in the eyes of
Mr. Obama’s critics—his remarks
were designed to tell Americans it’s
OK to be optimistic. One of the
great questions hanging over the
speech beforehand was which
Barack Obama would show up to de-
liver it: the lyrical maestro of hope
from the presidential campaign, or
the more recent grim prognostica-
tor of tough times ahead.

Mr. Obama has been walking a
fine line. On one hand, he has been
bluntly warning people of tough
times ahead so their expectations of
success don’t get inflated. On the
other hand, he’s tried to convince
them he knows how to fix things. If
anything, though, he has erred on
the side of being too downbeat.

White House aides are acutely
aware that he was, as a result, ac-
cused of scaring the citizenry and
talking down the very economy he’s
tying to pull out of the ditch. So Tues-
day night, while there still was
plenty of what one aide called “so-
ber, realistic talk,” there also was an
uplifting ending, complete with a
Frank Capra-style call for fellow citi-
zens to “confront without fear the
challenges of our time and summon
that enduring spirit of an America
that does not quit.”

A principal goal of the presenta-
tion was to husband the greatest as-
set the White House has right now,

which is the willingness of the pub-
lic to give the president a chance to
make it all work. “People are root-
ing for him,” one senior aide said
simply before the speech began.

But that isn’t a guaranteed or per-
manent condition. Obama aides
know its continuation requires trans-
lating complicated economic de-
bates into understandable terms, as
well as channeling the anger and fear
Americans feel to the president’s ben-
efit lest it be turned against him.

Nowhere was this effort to chan-
nel anger more clear than in the pres-
ident’s explanation of his efforts to
stabilize the financial system. Mr.
Obama tried, in effect, to beat up on
Wall Street to improve his chances
to save Wall Street.

White House officials know that
economic success depends heavily
on their ability to help turn the bank-
ing system’s credit spigots back on.
So a big chunk of Mr. Obama’s

speech was devoted to explaining to
Americans why that effort is so im-
portant, and why they should sup-
port efforts to lubricate the very fi-
nancial system many of them have
come to despise.

The problem, one senior Obama
aide notes, is that public anger at
Wall Street and the banking world is
“red hot” right now. Convincing tax-
payers to support the financial sys-
tem is a tough sell, particularly con-
sidering that the president noted in
passing that he’s likely going to
need to ask for more than the $700
billion already allotted for the task.

Thus, the White House has calcu-
lated that it must first convince tax-
payers that none of their money will
end up rewarding bad behavior, that
people who made bad decisions will
pay a price, and that the system’s ex-
cesses will be stopped. That ex-
plains the president’s emphasis in
his speech on ending an “era of irre-
sponsibility.”

U.S. President Barack Obama used his address to Congress Tuesday to highlight government efforts to stoke an economic recovery.
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Sharp joins rush to sell debt
Electronics makers
seek to raise funds
as Japan exports fall
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Exporters lead Japan gains;
India tax breaks lift shares

By Tomoyuki Tachikawa

TOKYO—Sharp Corp. said it is
planning its first issuance of
straight bonds in nearly four
years, highlighting how major Jap-
anese electronics makers are rush-
ing to raise funds with interest
rates so low.

A company spokesman said
Sharp plans to offer three-year,
five-year, and 10-year bonds. The
terms and timing of the issuance—
known as straight bonds because
they won’t carry any conversion
option—have yet to be decided.

Such an offering would be
Sharp’s first since May 2005, when
the Osaka-based company issued
30 billion yen ($309.9 million) of
five-year straight bonds and seven-
year bonds totaling 20 billion yen.
The company issued 200 billion
yen of convertible bonds in Octo-
ber 2006.

Sharp is the latest in a string of
Japanese electronics companies
to consider issuing debt in recent

months.
In December, Sony Corp. of-

fered 37.5 billion yen of bonds,
while electronics parts maker TDK
Corp. offered a total of 84 billion
yen in bonds in January.

Some analysts say the recent
surge in bond issuance bodes well
for Japan’s corporate bond mar-
ket, where conditions have deterio-
rated since the collapse of Lehman
Brothers in mid-September.

But others say that such an opti-
mistic view hides the fact that com-
panies are looking to take on debt
amid a sharp decline in corporate
profits, which have been dragged
down by languishing external de-
mand for Japan’s products.

“It appears that many electric
companies are being forced to is-
sue bonds in order to make up for
sluggish sales,” said Akira No-
mura, a credit analyst at Mizuho
Securities.

There is a strong possibility
that more companies will issue
bonds toward the end of the fiscal
year in March, when their finan-
cial needs are greatest, he added.

Japan’s economy is slowing rap-
idly, with government data show-
ing that gross domestic product
plunged by an annualized 12.7% in
October-December, its fastest con-

traction since the 1974 oil shock.
In particular, a downswing in

exports, the key engine of the econ-
omy, has dealt a stunning blow to
corporate performance.

Japan’s trade deficit ballooned
by about 10 times in January, to
952.6 billion yen from an 89.7 bil-
lion yen deficit a year earlier, the
Ministry of Finance said Wednes-
day. It was the country’s largest
trade deficit ever. Overall exports
during the period plunged by a
record 45.7% year-to-year to 3.483
trillion yen.

With exports declining drasti-
cally, Sony expects to swing to its
first net loss in 14 years in the 12
months through March. Pana-
sonic Corp. also anticipates a net
loss of 380 billion yen this fiscal
year, sharply down from the 30 bil-
lion yen profit it estimated in No-
vember and from the 281.88 bil-
lion profit it earned last year.

“Electronics makers are now is-
suing bonds to raise funds at lower
interest rates. But if their profits
continue to decrease, even high-
rated companies may have to pay
higher coupons down the road to
boost demand for their straight
bonds,” one dealer at a Japanese
securities firm said.

U.S. Large-Cap Blend Equity
Funds that are fairly representative of the U.S. large-cap equity market. At least 75% of total
assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dol-
lars for one year ending February 25, 2009
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RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Focused Fund UBS Equity Fund USDiLuxembrg –0.98 –6.94 –2.45 3.40
Equities USA Flex I B Acc Management Company S.A.
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Gateshore A 2 Acc Services, LLC

NS SGAM AI EF SGAM Luxembourg USDiLuxembrg –8.19 –23.72–16.81 NS
Renaissance Ins A1 Acc S.A.

5 Optimix Optimix EURiNethrlnds –7.99 –27.67–16.41 NS
America Inc Vermogensbeheer N.V.

5 W Finance W Finance EURiFrance –5.47 –28.18–13.31 –1.16
Amérique Acc
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Eq USA Flexible II B Acc Management Company S.A.

5 Dynamique Banque Privée EURiFrance –5.92 –34.01–22.07 –5.53
USA Acc Quilvest
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By V. Phani Kumar

Asian markets advanced Wednes-
day after a Wall Street rally, with
Japanese exporters such as Honda
Motor surging on the yen’s weak-
ness while Indian stocks climbed af-

ter the government
announced tax cuts
for some sectors.

Sentiment also
was boosted by U.S.

President Barack Obama’s first for-
mal address to Congress, in which
he exuded confidence and outlined
plans for economic recovery.

In Tokyo, the Nikkei Stock Average
of 225 companies jumped 2.7% to
7461.22. Exporters raced ahead as
the U.S. dollar gained against the
yen, with Honda rising 8.1%, Elpida
Memory jumping 9.8% and Sony
climbing 8.1%. A weaker yen raises
the value of overseas sales when con-
verted back into yen and can make
exporters’ products more competi-
tive.

A Nikkei newspaper report that
the government is considering di-
rect stock purchases also helped
the market.

Mizuho Financial Group rose
3.8% as financial stocks gained
broadly across Asia, mirroring over-
night advances on Wall Street.

In Hong Kong, the Hang Seng In-
dex climbed 1.6% to 13005.08. Gains
on Wall Street and regional ex-
changes drove Hong Kong shares
higher, but the market’s rise was lim-
ited by concerns that the govern-
ment’s latest budget won’t be
enough to support the economy.

In the property sector, Cheung
Kong (Holdings) gained 1.1% and Sun
Hung Kai Properties advanced 1.5%.
HSBC Holdings climbed 2.7%, recov-
ering some of its recent declines.

Ping An Insurance (Group) Co. of
China rose 5.6% in Hong Kong. The in-
surer said its chairman, Ma Mingzhe,
has decided to forgo his salary for
2008 after the firm's 2008 results
were hit by a US$2.3 billion invest-
ment loss from its stake in Fortis.

Li & Fung jumped 3.9% on broker-
age upgrades after the firm said it will
buy Liz Claiborne’s sourcing opera-
tions.MacquarieraisedLi &Fung’srat-
ing to “outperform” from “neutral.”

In Mumbai, the Sensex climbed
0.9% to 8902.56

Husky Energy says well
confirms China gas find

FUND SCORECARD

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

ASIAN-PACIFIC
STOCKS

By David Winning

And Guy Chazan

BEIJING—Canada’s Husky En-
ergy Inc. said an appraisal well it
drilled in the South China Sea con-
firmed a major deep-water natural-
gas discovery.

Husky said the Liwan field, lo-
cated about 350 kilometers south-
east of Hong Kong, could ultimately
produce more than 150 million cubic
feet a day of natural gas. John C. S.
Lau, Husky’s president and chief ex-
ecutive, said the results confirmed
Liwan as “a major offshore gas dis-
covery in China.”

The Liwan field was China’s larg-
est offshore gas find to date when it
was discovered in June 2006, with es-
timated recoverable reserves of four
trillion to six trillion cubic feet. If con-
firmed, that would represent up to a
10th of China’s current natural-gas
reserves of 66.5 trillion cubic feet.

Husky’s announcement comes

with China’s energy demand ex-
pected to keep growing in coming
years, despite the effects of a global
recession that has slashed demand
for oil and gas in developed coun-
tries.

By Daisuke Wakabayashi

TOKYO—UBS AG’s Japan unit
said it placed an erroneous three tril-
lion yen ($31 billion) order on a Cap-
com Co. convertible bond that
halted trading of the issue on the To-
kyo Stock Exchange.

The trade was later canceled at
no cost to UBS. The TSE changed its
rules in 2007 to allow securities
firms to cancel large erroneous or-
ders, preventing another instance
of high-profile errors.

UBS said the trade was intended
to be for 30 million yen. UBS placed
a cross order—simultaneously buy-
ing and selling an issue—on the
TSE’s system for off-hours trade.

Around noon, the TSE halted
trade in video game maker Capcom’s
15 billion yen convertible bond is-
sue, which is due to mature March
31. The TSE later said it would cancel
the trade. Capcom said the error had
little impact on the company.

UBS avoids loss
in Japan despite
$31 billion error

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

Husky Energy’s exploration blocks 
Source: the company
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U.K. retail stays strong
Consumers spend
as prices, taxes,
interest rates fall

By Natasha Brereton

LONDON—Consumer spending
may be a stronger support for the
U.K.’s economy than expected and a
money-supply boost might give
stimulus measures enough time to
work, Bank of England Monetary Pol-
icy Committee member Andrew Sen-
tance said in an interview.

The U.K. economy is in recession,
having shrunk by 1.5% in last year’s
fourth quarter and 0.7% in the third.
Official figures published Wednes-
day showed that a drop in U.K.
household spending was a large im-
petus behind that, falling at its fast-
est pace since 1991 in the last three
months of 2008.

But even while spending has
fallen in many areas, the U.K.’s re-
tail sales have remained relatively
strong. A survey by the Confedera-
tion of British Industry released
Tuesday recorded an improvement
in sales volumes at U.K. retailers.

Retail sales represent about 30%
of consumer spending. The rest in-
corporates expenditure on every-
thing from education and health, to
hotels and restaurants and the
amount U.K. tourists spend abroad.

“In general, consumer spending
has played a stabilizing role in U.K.
recessions,” Dr. Sentance said.
“There are quite a few good reasons

why we might expect that to be the
case in the current environment.”

Those reasons include a boost in
disposable incomes from the fall in
energy and other commodity prices,
a cut in sales tax and the reduction
in mortgage-interest payments as a
result of interest-rate cuts.

Inflation has decelerated, but
less than many had forecast. Con-
sumer-price inflation
eased to 3% in January, hav-
ing peaked at 5.2% in Sep-
tember. That compares
with the euro zone, where
the inflation rate fell to 1.1%
in January from a peak of
4.0% in July.

One reason for the
slight decline might be
the pound’s weakness.
The pound dropped about
26% against the dollar dur-
ing 2008, raising the price
of imports.

The BOE has long said it wants to
see the U.K. economy rely more on
exports and less on domestic con-
sumer demand. But with the govern-
ment’s fiscal largess and the central
bank’s sharp monetary easing, U.K.
authorities may be standing in the
way of that process.

With its key interest rate at 1%,
the nine-member MPC unanimously
decided to ask for permission to
boost the money supply through pur-
chase of government bonds and
other securities. The government
and central bank are expected to re-
lease details this week on how the
policy would be implemented.

Increasing the money supply

would help keep consumer and busi-
ness confidence high enough to give
the rate cuts and government stimu-
lus measures time to work, said Dr.
Sentance. At the same time, the BOE
doesn’t want to add too much fuel,
leading to runaway inflation.

“We’ll be trying to make as mea-
sured a judgment as we can, recog-
nizing that this is a more uncertain

area of policy,” he said.
Many analysts feel the

European Central Bank is
behind the curve in fighting
the downturn by not cut-
ting interest rates quickly
enough. The European Cen-
tral Bank is likely to lower
its key rate to 1.5% from 2%
next week, taking the pol-
icy rate to the lowest in the
bank’s 10-year history. But
some policy makers have ex-
pressed reluctance to lower
rates much further.

ECB Governing Council member
Axel Weber said a key rate “of 1% is
for me the lowest limit,” in an inter-
view released Wednesday with Ger-
man daily Die Welt. But Dr. Sentance
praised the international policy re-
sponse, saying he’d “put the risk in
the other direction.”

“I would really want to draw at-
tention to the fact that wherever
you look in the world there has gen-
erally been quite a strong policy re-
sponse to the present situation, and
that can only be helpful over the me-
dium term for global economic
growth,” he said. “But we know that
it takes time for those measures to
feed through.”

Estonia convicts a spy for Russia

Russia tries to fund new deficit

Andrew
Sentance

ECONOMY & POLITICS

By Lidia Kelly

MOSCOW—Russia’s first bud-
get deficit in a decade will hit 8%
of gross domestic product this
year, Finance Minister Alexei
Kudrin said Wednesday, adding
that further budget concessions
are needed to allow spending to
contain the economic crisis.

Speaking at the annual State
Treasury meeting, Mr. Kudrin said
the country faces a very painful
year. “A deficit of 8% is the maxi-
mum amount we can afford in the
current situation,” he said.

A bigger shortfall would fuel in-
flation beyond the already high
forecast of 13% to 14% for this year,
he added.

Most money to cover the budget
deficit would come from a fund con-
sisting of windfall oil revenue. Wind-
fall oil revenue comes from taxes ex-
porters pay when oil rises above $27
a barrel. To replenish the fund, Rus-
sia’s central bank will have to print

extra rubles to purchase currency re-
serves from the Finance Ministry.

The Kremlin has been working
on the new budget—amid much de-
bate—since early January. The bud-
get will be ready by March 8, Mr.

Kudrin said, but it is a work in
progress, as about one trillion ru-
bles ($27.89 billion) of earlier
planned spending must be reallo-
cated to meet the 8% GDP deficit tar-
get and fund measures to cope with
the financial crisis.

The task isn’t easy, said Mr.
Kudrin, a 12-year veteran of the Fi-
nance Ministry, because Russia will
also see 2009 budget revenue drop
42% from earlier estimates to 6.349
trillion rubles, amid plunging oil
prices. Prime Minister Vladimir Pu-
tin, whose popularity is starting to
flag as Russians endure the worst
crisis in a decade, ordered a new bud-
get to be based on an oil price of $41
a barrel—compared with the $95-a-
barrel average price assumed ear-
lier. “Not many countries face such
drastic budget revisions,” Mr.
Kudrin said.

Late last week, President Dmitry
Medvedev criticized the govern-
ment for an “unacceptably slow” re-
sponse to the economic crisis.

Source: Central Bank of the Russian Federation
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TALLINN, Estonia—An Estonian
court convicted a former top security
official of treason Wednesday for
passing domestic and North Atlantic
Treaty Organization secrets to Rus-
sia in the Baltic country’s biggest espi-
onage scandal since the Cold War.

Herman Simm, the former head
of security at the Estonian Defense
Ministry, was sentenced to 12 years
and six months in prison in a trial
that was kept secret until the ver-
dict was announced Wednesday. It

also ordered him to pay 20.2 million
kroons ($1.7 million) in damages to
the Defense Ministry.

The Harju County Court didn’t
specify which country the 61-year-
old handed the secrets to, but chief
prosecutor Norman Aas said Mr.
Simm “collected and forwarded clas-
sified Estonian and NATO informa-
tion” to Russia’s foreign-intelli-
gence service from 1995 until his ar-
rest last year.

Investigators said Mr. Simm re-
ceived about 1.3 million kroons in ex-

change for the classified documents.
Most of them concerned Estonia’s de-
fense policy, defense systems and
foreign relations, but they also in-
cluded information on NATO commu-
nication systems, investigators said,
adding they have been working with
the alliance on the case.

Estonia joined the NATO alli-
ance in 2004. NATO spokeswoman
Carmen Romero declined to com-
ment about the case, saying the alli-
ance doesn’t discuss intelligence
matters publicly.
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By Vivek Ahuja

Goldman Sachs Group Inc.
earned the nickname “Teflon Gold-
man” in some circles for escaping the
early ravages of the crisis relatively
unscathed. A new survey of U.K. busi-
nesses’ and marketing experts’ admi-
ration for brands shows Goldman
Sachs has overtaken the nonstick-
coating maker from which it derived
its nickname.

Goldman Sachs was the highest-
placed bank in a list of Business Su-
perbrands’ top 500 business-to-busi-
ness brands in the U.K., published

Wednesday by the Centre for Brand
Analysis. The survey aims to mea-
sure a brand’s positive connotations
and how much a brand distinguishes
its owner from its peers.

The bank was 44th, up from the
47th spot last year, usurping HSBC
Holdings PLC’s top spot among bank-
ing brands and also overtaking Te-
flon, at 45th.

The number of banks among the
top 100 brands has halved, but per-
haps the most telling evidence of the
power shift in the banking world was
that Goldman Sachs itself was over-
taken in the rankings by Research In
Motion Ltd., maker of the BlackBerry
handheld electronic-communication
device.

Goldman Sachs and Wall Street ri-
vals Morgan Stanley (84th) and J.P.
Morgan Chase & Co. (92nd), as well as
HSBC (60th), were the only bank
brands among the top 100 brands, ac-
cording to the survey, while eight
banks were featured among last
year’s top 100. The number of banks
and fund-management firms included
in the 500-strong overall list slipped
to 27 from 32 the previous year.

HSBC, as well as U.K. rivals
Lloyds TSB Group PLC, Barclays PLC
and Royal Bank of Scotland Group
PLC, all fell in the brand rankings
since last year. Meanwhile, the Lon-
don Stock Exchange Group PLC dis-
pelled some of the gloom among the
financial community after the Lon-
don Stock Exchange jumped from
15th place a year ago to seventh, be-
coming the only financial company
to make the top 10 in this year’s list.

Growth investors look in unusual areas
Airlines, education
attract more interest
amid the slowdown

The brand jury’s verdict:
Goldman outshines rest

By Phil Craig

An industry that has flirted with
insolvency for years might seem an
odd choice for growth investors,
who according to investment text-
books look for companies with
above-average earnings growth.

But the airline sector has been at-
tracting the interest of growth man-
agers in the past few months. Other
areas attracting attention are educa-
tion and reinsurance.

The move to less glitzy sectors
than technology, renewable energy
or biotechnology exemplifies the di-
lemma for growth-style investors:
they are meant to find companies
with potential for good earnings
growth, but those aren’t easy to find
in the middle of a downturn.

Their case, in the eyes of inves-
tors, isn’t helped by the fact that the
main rival to growth funds—value-
style funds, which aim to find un-
loved companies that are set for a re-
bound—have fared better for most
of the past 16 years.

Exclude the years of the technol-
ogy bubble, which ended unhappily
for most investors, and value funds
have almost always been on top, al-
though they have suffered more vol-
atility and have recently slipped.

Andrew Dalrymple, a fund man-
ager at U.K. boutique Aubrey Capital
Management Ltd., has adapted his
growth strategy to look for compa-
nies that will benefit as soon as econ-

omies recover or from another sig-
nificant change, such as a turn-
around in oil prices.

There are also solid opportuni-
ties for investors looking for compa-
nies with solid earnings forecasts
even in the near term, he said.

“Over the next six months it will
be hard to find stocks with 10% to
15% earnings growth, but there are
companies growing that much,” he
said. “There are ports in the storm.”

Managers might be expected to
speak up for their approach. But fig-
ures published last month by Style
Research, a company that analyzes
asset managers and how they in-
vest their portfolios, show growth

stocks have strongly outperformed
value since the start of the credit
crisis.

Investing in value stocks makes
more sense than investing in
growth stocks for long-term, pas-
sive investors, said Glenn Fogle,
who manages a growth fund for U.S.
manager American Century Invest-
ment Services Inc.. But this reality
forces growth managers to be clear
about how their strategies work.

“There is no question cheap
stocks outperform expensive
stocks, so that means if you are an in-
dex investor, don’t bother with a
growth index,” he said. “The chal-
lenge for growth-fund managers is
differentiation; the challenge for
value managers is patience.”

Mr. Fogle’s strategy is to find sec-
tors and stocks where growth expec-
tations are changing but the market
has yet to recognize the impact of
those changes. He has invested 5%
of his U.S. equity portfolio in air-
lines, saying their decision to focus
on margins last year, when the oil
price was at record levels, has posi-
tioned them well for a rebound.

“Six months ago, when oil was
$140 a barrel, everyone thought the
airlines would go bankrupt,” he
said. “In past cycles, they tried to
[fill] seats. But this time they de-
cided to keep planes on the ground
to cut costs... The trigger for us to
invest was when we saw the air-
lines cutting capacity. We saw

there was something different this
time.”

Mr. Fogle tipped reinsurers as a
solid bet. After the fallout last year
from the financial crisis, including
the collapse of American Interna-
tional Group, insurers should be in a
good position to raise prices, he
said.

Driehaus Capital Management
LLC is a growth manager based in
Chicago. Richard Driehaus, its chief
investment officer, and Daniel Rea,
head of research, wrote last month:

“Near-term, it is clear to us that the
economic condition of the U.S .and
many non-U.S. countries will remain
weak. However, we continue to find
companies that we expect to exceed
earnings growth expectations.”

Driehaus said it favored industri-
als, healthcare and financials, the
latter because banks may benefit
from lower mortgage rates. It also
sees opportunities in education be-
cause high levels of unemployment
and tough economic conditions lead
people to pursue advanced degrees.

www.efinancialnews.com

Time to grow?
Growth strategies have only tended to beat value strategies in boom times, 
such as during the dot-com boom. The Russell 1000 Growth and the Russell 
1000 Value indexes.

Note: data through Feb. 24 Source: Thomson Reuters Datastream
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Mr. Fogle’s strategy
isto find stocks where
growth expectations
are changing.

By Harry Wilson

Russian financial-services firm
Renaissance Group has appointed
the former chairman of its invest-
ment-banking arm to lead its pri-
vate-equity business. Chris Baxter,
previously chairman of Renais-
sance Capital and until most re-
cently head of its international busi-
ness, has been named a chief execu-
tive of Renaissance Partners, ac-
cording to a memo. His appoint-
ment follows the exits in the past
two months of Richard Olphert and
Rory Cullinan, chairman and dep-
uty chairman, respectively, of Re-
naissance Partners.

Renaissance
picks new head
of private equity
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Mumbai gunman is charged
with murder, waging war

No early China rebound
Despite credit boost,
steel prices decline
and trade shrinks

By Zahid Hussain

ISLAMABAD—Pakistan was
plunged into fresh political turmoil
Wednesday when President Asif Ali
Zardari dismissed the provincial gov-
ernment in Punjab and imposed fed-
eral rule in the province after the Su-
preme Court upheld a decision bar-
ring the nation’s opposition leader
from holding elected office.

The Supreme Court’s de-
cision upheld a lower court
ruling barring Nawaz Sharif
from elected office because
of a prior conviction.

The move heightened po-
litical tension in the nation
as the government seeks to
quell an Islamist militancy
that has stretched toward
the capital. The court’s deci-
sion is expected to put pres-
sure on the nation’s fragile
democratic process.

Pakistan returned to elected civil-
ian rule just a year ago after nine
years of military rule. Mr. Sharif cur-
rently holds no elected office but is
the leader of the opposition
because he leads the party
with the second-largest bloc
in the national parliament.

The court also removed
Mr. Sharif’s brother, Shah-
baz Sharif from his post as
chief minister of Punjab, Pa-
kistan’s largest and most
powerful province, uphold-
ing another earlier court de-
cision that found irregulari-
ties in his election to the pro-
vincial parliament. A presi-
dential spokesman said the federal
rule would stand for two months.

Mr. Sharif, a former prime minis-
ter, accused Mr. Zardari of influenc-
ing the court ruling. “It is a political
decision given on the directives of
Mr. Zardari,” he said at a news con-
ference at his residence in Lahore.
“It is a conspiracy to keep me out of

politics.” He called his supporters to
resist the government action to im-
pose federal rule in Punjab.

The government denied that it in-
fluenced the court decision. “It is
purely a legal issue and the govern-
ment has nothing to do with it, “ said
Khurshid Shah, a federal minister.

The decision against the two men
doesn’t change the balance of power

in Pakistan’s national parlia-
ment,where Mr.Zardari’sPa-
kistan People’s Party runs
the government.

Mr. Sharif had declined
to appear before the court
saying he didn’t recognize
the judges because they
were appointed by former
President Pervez Mushar-
raf under a national emer-
gency rule in December
2007. Mr. Sharif is support-
ing a movement led by law-

yers for the reinstatement of former
chief justice Iftikhar Mohammed
Chaudhry who was dismissed by Mr.
Musharraf’s government.

Mr. Sharif’s government was
ousted in a military coup in
1999 and he was sentenced
to life imprisonment by an
antiterrorism court for or-
dering the hijacking of a
passenger plane carrying
Mr. Musharraf, who was
the chief of army staff at
that time. Mr. Sharif later
was exiled to Saudi Arabia.

Analysts said the court
decision would have far-
reaching consequences for
the country’s fragile demo-

cratic process and for the war on ter-
rorism. “Political instability will di-
rectly affect the government’s ability
to fight terrorism,” said Aysha Sid-
diqa, a political and defense analyst.

The verdicts triggered a drop in
Pakistan’s benchmark stock index
on the expectation of political ten-
sions and possible street violence.

Pakistan leader imposes
federal rule in Punjab

By Andrew Batson

BEIJING—Hopes for an early re-
covery in China’s economy are start-
ing to unravel, undercutting the opti-
mism that has helped to make the
country’s stock market the world’s
best performer this year.

In recent weeks, some compa-
nies and investors had seized on a
surge in bank lending and an upturn
in steel prices—a key indicator in
China’s industry-heavy econ-
omy—as signs that a massive gov-
ernment stimulus program was al-
ready taking hold.

But now steel prices are falling
again, and closer examination of the
recent bank data suggests that many
of the loans won’t immediately fuel
economic growth. Meanwhile, trade
has continued to contract, as de-
mand for Chinese exports from the
U.S. and Europe wanes, and Chinese
companies and consumers, in turn,
buy fewer foreign goods.

The upshot is that a real pickup
in China’s economy could still be sev-
eral months away, or longer. That’s
bad news for a global economy in
which China is the only major power
still growing.

“It would be a mistake to think
that China could decouple from the
rest of the world, or carry the rest of
the world on its shoulders,” said
Bruce Kasman, chief economist for
J.P. Morgan. “A sustained recovery
in China is dependent on better
news globally.”

China’s government has put
about 230 billion yuan ($34 billion)
into stimulus projects so far, with
more to come. Many economists
think it will take time for that jolt to
work its way through the economy,

and don’t expect major effects to
show up until late this year.

Local companies, more optimis-
tic about the stimulus package, be-
gan bidding up steel prices and
freight rates in December. Investors
did the same with Chinese stocks:
The benchmark Shanghai Compos-
ite Index at one point this month
was up 30% for the year, though it
has come down a bit since.

By the beginning of February,
steel prices had gained about 15%
from November lows.But much of
that steel was stockpiled, rather
than immediately used in factories
or construction sites. Inventories of
some steel products rose more than
30% in January from December, the
China Iron & Steel Association said
in a report last week.

The anticipated demand hasn’t
yet materialized, and those invento-
ries are weighing on the market. Av-
erage steel prices dropped 6.3% last
week, after falling 3.2% the week be-
fore, according to Mysteel, a Shang-
hai-based research firm.

Getting a solid read on the Chi-

nese economy has been particularly
difficult in recent weeks because the
weeklong Lunar New Year holiday
fell earlier this year than in 2007, dis-
torting annual comparisons of key
indicators in January.

Other data reinforce the sense
that economic activity has yet to re-
vive. Industrial output in the busi-
ness hub of Shanghai fell 12.7% from
a year earlier in January—even af-
ter adjusting for the holiday. (Na-
tionwide, industrial statistics
haven’t yet been published for Janu-
ary.) Also, imports nationwide fell
43.1% in January from a year ear-
lier—a drop that, allowing for the
holiday, suggests slowing demand.

“Domestic demand for imports is
still very weak, as the housing-con-
struction slump continues, and the
fiscal stimulus-induced investment
demand has yet to come through,”
said UBS economist Wang Tao.

The huge expansion in lending in
January—banks made 1.62 trillion
yuan in new loans, twice as much as
last year—was widely seen as a posi-
tive sign. But other data on deposits
suggest companies are hoarding
their casht, so those loans may not
be immediately fueling growth.

Further doubts have been raised
by the unusual nature of recent
loans. Short-term bills accounted
for 42% of new corporate lending in
January. Because companies can
borrow those bills for a lower inter-
est rate than they earn on deposits,
some economists think the surge
comes more from financial engineer-
ing, not borrowing.

Meanwhile, major Chinese port
operators are reporting even lower
volumes of containers coming
through in February than in Janu-
ary, Citigroup analysts Ally Ma and
Brian Lam wrote in a report this
week. Based on those data and other
indicators, an annual decline of 20%
or more in Chinese exports in com-
ing months “seems inevitable,” the
analysts wrote.

ECONOMY & POLITICS

Nawaz Sharif

Asif Ali Zardari

Source: Mysteel

Reversal
Chinese steel prices are shedding 
recent gains as demand fails to 
materialize. China's demand for 
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By Eric Bellman

MUMBAI—Indian police on
Wednesday charged the only surviv-
ing gunman from the November at-
tacks in Mumbai with murder and
waging war against India.

Investigators filed more than
11,000 pages of evidence with a crim-
inal court in Mumbai, charging Mo-
hammed Ajmal Kasab with 12
crimes, at least two of which carry
the death penalty.

Police said the document in-
cludes testimony from more than
2,200 witnesses as well as confes-
sions from Mr. Kasab and transcripts
of the conversations between the at-
tackers and their handlers—who po-
lice say were managing the attacks
from Pakistan.

“We are very, very confident that
we will obtain a conviction,” Rakesh
Maria, a joint commissioner of po-
lice in Mumbai told reporters.

The charge sheet states that Mr.
Kasab and nine alleged accomplices
who were killed during the attacks
were trained and supported by 37
others. All but two of those involved
in the attacks were Pakistani nation-
als, Mr. Maria said.

Two Indians accused of helping

the attackers, Faheem Ahmed An-
sari and Sabauddin Ahmed, sur-
veyed the targeted sites before the
attacks and passed on what they
saw, police said. Both men were al-
ready in custody in connection
with another attack when the
Mumbai assaults were launched in
late November.

The three-day siege, which left
more than 170 people dead including
the attackers, targeted luxury hotels,
a train station, a Jewish center and
other sites in India’s business capital.

During the attacks, the 21-year-
old Mr. Kasab was caught on film
at Mumbai’s railway statation
holding a gun.

The charge sheet blames the at-
tack on Lashkar-e-Taiba, an Islamist
militant group that many believe
was created by Pakistani intelli-
gence agencies in the 1980s to fight
India rule in the divided Kashmir re-
gion. However, the documents pre-
sented Wednesday don’t allege di-
rect involvement of the Pakistani
government or its intelligence agen-
cies, Mr. Maria said.

He said the police are still investi-
gating whether the attackers had re-
ceived grenades made in a factory
used by the Pakistani military.
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Hong Kong beats London
for most expensive offices

Ambac narrows its net loss

By Jonathan Cheng

HONG KONG—Despite seeing
rents slip by 4%, Hong Kong leapt
ahead of London’s West End as
home of the world’s most expen-
sive office space in 2008, accord-
ing to a report by property broker
Cushman & Wakefield.

Prime rents in London’s West
End and City districts fell by 23%
and 19%, respectively, during the
year, the report said, pushing the
West End to third on the global rent
list, behind Hong Kong and Tokyo.
The survey, which includes prop-
erty taxes and service charges in its
calculations, had rents in Hong
Kong at Œ1,743 ($2,239) per square
meter per year, higher than Tokyo’s
Œ1,649 and the West End’s Œ1,403.

But brokers say there now may be

a glut of office space as Hong Kong’s
financial sector downsizes. As they
have in other financial hubs, rents re-
cently have reversed their gains. In
January alone, property consultants
Colliers International says effective
office rents in Hong Kong’s Central
district fell 9.1% from December.

Hong Kong saw office vacancy
in its core Central district dip to
near-zero levels in the past two
years as banks, hedge funds and
other businesses aimed at captur-
ing China’s booming market jos-
tled for space.

With only a trickle of new sup-
ply in the pipeline, office rents
surged as much as eightfold be-
tween 2003 and 2008 in Hong
Kong’s tallest skyscraper, the sec-
ond phase of the International Fi-
nance Center project.

By Lavonne Kuykendall

and Kerry E. Grace

Ambac Financial Group Inc. said
its fourth-quarter net loss nar-
rowed on smaller write-downs, but
the New York-based bond insurer’s
losses and provisions on financial
guarantees largely tied to mortgage
securities more than quadrupled.

The second-largest bond insurer
in the U.S. behind MBIA Inc. posted
a net loss of $2.34 billion, or $8.14 a
share, for the final three months of
2008 compared with a net loss of
$3.27 billion, or $32.03 a share, a
year earlier. The 2008 fourth quar-
ter included more than twice as

many shares outstanding.
The insurer’s net loss for the year

and the increase in unrealized
losses in its investment portfolio
pushed shareholder equity into neg-
ative territory. That helped push
shares down 10 cents, or 9.6%, to 91
cents in afternoon trading.

Ambac’s latest results included
$594.4 million in realized and unre-
alized derivatives losses, compared
with $5.18 billion a year earlier. But
the losses and provisions on finan-
cial guarantees more than quadru-
pled to $916.4 million, from $208.5
million a year earlier, largely related
to second-lien and other residential
mortgage-backed securities.

Italy offers banks a hand
Government will lend
billions of dollars,
but won’t nationalize

Sibir suspends its CEO over deals

Sources: Cushman & Wakefield (rates); Associated Press (photo)
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By Liam Moloney

And Jennifer Clark

ROME—Italian Economy Minis-
ter Giulio Tremonti on Wednesday
signed documents to start a long-
awaited program aimed at lending
billions of euros to domestic banks
to shore up their capital and keep
credit flowing.

The move paves the way for sev-
eral of Italy’s largest banks, includ-
ing Intesa Sanpaolo SpA, UniCredit
SpA and Banca Monte dei Paschi di
Siena SpA, to tap the facility by issu-
ing bonds the government will buy.

The ministry didn’t provide a
monetary value for the program,
but Prime Minister Silvio Berlus-
coni Tuesday said the plan would be
valued at Œ10 billion ($12.8 billion)
to Œ12 billion.

In the first few years, banks will
have to pay a yearly coupon of be-
tween 7.5% and 8.5%, the economy
ministry said. After that, the coupon
will gradually increase, the ministry
said without giving further details.
People familiar with the matter said
banks are still waiting for the final
text of the bond program.

Italian banks have so far been
less exposed to the global financial
crisis than many of their European
peers. On Tuesday, Mr. Berlusconi

ruled out nationalizing Italian lend-
ers like other countries are doing.

In return for the bond program,
the ministry said it wants lenders
to ensure that credit keeps flowing
to families and small- and medium-
size companies. Banks making use
of the program must suspend mort-
gage payments for at least a year to
workers who have been laid off tem-
porarily by companies and for
those receiving unemployment
benefits.

Banks must also subscribe to a
“code of ethics,” the ministry said.
This code will include limits on pay
for executives and traders, according

to people familiar with the matter.
Before providing financing, the

Bank of Italy will review a bank’s bal-
ance sheet to assess its equity pro-
file and risk control, based on mar-
ket criteria like credit-default-swap
prices, the people said. The Bank of
Italy and the economy ministry will
also monitor the balance sheets of
banks that receive the financing on
a quarterly basis.

The ministry said the plan com-
plies with European Union state-aid
rules.

Intesa Sanpaolo, Italy’s largest
bank by market value, has said it is
interested in the plan, and its super-
visory and management boards met
Tuesday to further evaluate the pos-
sibility of using the bonds.

Analysts expect UniCredit and In-
tesa Sanpaolo to each issue as much
as Œ3 billion of the bonds, while
Banca Monte dei Paschi di Siena and
Banco Popolare S.C. may each use
up to Œ1.5 billion.

Also on Wednesday, Italy's fash-
ion-industry leaders said they will
urge the government to safeguard
jobs for some 700,000 small-com-
pany workers at a meeting sched-

uled for Thursday. Shoe maker’s
lobby ANCI and textile, clothing and
fashion lobby SMI said they will re-
quest that Italy's existing law on em-
ployment protection, which only
serves large companies, be ex-
tended to small companies.

SMI said about 60,000 compa-
nies represent the fashion industry
and 90% of them are classified as
small businesses.
 —Sofia Celeste and Luca Di Leo

contributed to this story.

ByJacobGronholt-Pedersen

MOSCOW—Oil producer Sibir
Energy PLC said Wednesday that it
suspended its chief executive,
Henry Cameron, from all his duties
pending the results of an investiga-
tion into real-estate dealings with
its core owner, Chalva Tchigirinski.

The London-listed, Russia-fo-
cused company also said it would
take months before trading of its
shares would resume. Sibir’s shares
have been suspended since last
Thursday, when the company dis-
closed it had made erroneous state-
ments to shareholders about its deal-
ings with Mr. Tchigirinski.

Sibir declined to give details on
why Mr. Cameron was suspended,
but said the move was a natural step
as it has begun an investigation into
funds that are missing.

“Money has left the company,

and we had to take action,” the com-
pany’s new acting CEO, Stuard Det-
mer, said.

Sibir has been dogged by corpo-
rate-governance issues since it an-
nounced last autumn that it would
buy distressed real-estate assets
from Mr. Tchigirinski.

Last week, Sibir requested that
trading in its stock be temporarily
suspended from the London Stock
Exchange’s Alternative Investment
Market, as it examined erroneous
disclosures to shareholders over
how much it already had lent Mr.
Tchigirinski.

The company said earlier this
month it had called off the potential
acquisition of hotels, offices and de-
velopment projects from Mr. Tchigi-
rinski valued at a total of $370 mil-
lion.

Sibir said in statements pub-
lished Dec. 3 and Feb. 11 that it had

already transferred $115 million to
Mr. Tchigirinski, but last week said
he owed Sibir $325 million.

Sibir has appointed law firm
Jones Day and accounting firm
Ernst & Young to carry out the inves-
tigation into the erroneous state-
ments to shareholders.

“It will be at least a few months
before the final report will be fin-
ished,” Mr. Detmer said. “We will re-
sume stock trading only when we
have a clear picture of what hap-
pened and exactly how much money
left the company.”

Like many other Russian busi-
ness tycoons, Mr. Tchigirinski, who
controls 47% of Sibir Energy to-
gether with his partner Igor Kesaev,
has been threatened with numerous
margin calls amid the country’s
worst economic crisis in a decade.

Mr. Tchigirinski planned to raise
cash by selling several commercial
properties to Sibir—a move that ob-
servers called a bailout and that
prompted minority shareholders to
ditch the stock.

Mr. Tchigirinski couldn’t be
reached for comment. Mr. Cameron
also wasn’t available for comment.

A London Stock Exchange spokes-
man said the exchange is monitor-
ing the case carefully but declined to
comment further. LSE rules allow a
company’s stock to be suspended
from trading for as long as six
months. After that, the company
would lose its listing.

Aside from Messrs. Tchigirinski
and Kesaev, the Moscow city govern-
ment holds an 18% stake in Sibir. The
Moscow government declined to
comment.

Sibir produces almost 80,000
barrels of crude oil a day.

 —Alexander Kolyandr in London
contributed to this article.
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The ministry didn’t provide a monetary
value for the program, but Prime Minister
Silvio Berlusconi said it would be valued at
Œ10 billion to Œ12 billion.
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