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Obama’s budget transforms U.S. agenda

As RBS sinks, U.K. steps in again
Big bank moves to edge of nationalization as government agrees to insure assets, inject billions

UBS removes CEO amid big losses, tax probe
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‘We need to be honest with ourselves about what costs are being
racked up, because that’s how we’ll come to grips with the hard
choices that lie ahead,’ President Barack Obama said Thursday.Western promises

We must help the post-
communist countries,
says John Kerry. Page 13

LONDON—The U.K. gov-
ernment took banking giant
Royal Bank of Scotland
Group PLC to the brink of na-
tionalization Thursday, agree-
ing to pump in billions of
pounds and insure some £300
billion ($426 billion) in assets
amid the diminishing list of
bailout options available to
banks and governments
around the globe.

In a gamble aimed at shor-
ing up confidence in the Brit-
ish financial system, the U.K.
Treasury chose to insure a
larger pool of assets than ex-
pected, signaling that it is pre-
pared to commit enough tax-
payer money to see the coun-
try’s banks through even a
deep and prolonged reces-
sion. (See related articles on

pages 20 and 28.)
To put RBS in a better posi-

tion to begin lending again, the
government also will provide
as much as £25.5 billion to re-
build the bank’s capital. The in-
jection could increase the gov-

Please turn to page 26 Chief Executive Stephen Hester announced a restructuring plan for the Royal Bank of Scotland.

Inside

Please turn to page 14

News in Depth: Obama’s revolutionary budget
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What’s
News

By Jonathan Weisman

WASHINGTON—U.S. Presi-
dent Barack Obama delivered
a $3.6 trillion budget blue-
print to Congress Thursday
that aims to “break from a
troubled past,” with expanded
government activism, tax in-
creases on affluent families
and businesses, and spending
cuts targeted at those he says
profited from “an era of pro-
found irresponsibility.”

The budget blueprint for
the fiscal year beginning
Oct. 1 marks a profound shift
from nearly 30 years of Ameri-
ca’s governing philosophy, as
the Obama administration
seeks to reorder the federal
government to provide na-
tional health care, shift the en-
ergy economy away from oil
and gas, and boost the federal
commitment to education.

To pay for it, the president
would raise taxes sharply, not

only on affluent families but
on American companies do-
ing business overseas, hunt-

ing for oil and gas deposits, or
skimming a percentage of
their clients’ investment

gains for their own compensa-
tion. In strikingly moral
tones, Mr. Obama implored
Americans to own up to the
mistakes of the past while ac-
cepting profound sacrifices.
“This is the legacy that we in-
herit—a legacy of mismanage-
ment and misplaced priori-
ties, of missed opportunities
and of deep, structural prob-
lems ignored for too long,” in-
tones the sober, deep-blue-
covered document, titled “A
New Era of Responsibility.”

A governing philosophy
that began to take shape on In-
auguration Day takes full
flight in the 134-page blue-
print for spending and tax pol-
icy that would cover a decade
of change. Where Ronald Rea-
gan once declared govern-
ment the problem and not the
solution, Mr. Obama asserts,
“government must lead.”
Where Mr. Reagan believed

europe.WSJ.com

By Sara Schaefer Muñoz ,
Alistair MacDonald and
Carrick Mollenkamp

By Carrick Mollenkamp

Engulfed by big losses and
embroiled in a tax-evasion in-
vestigation by the U.S. govern-
ment, Swiss bank UBS AG on
Thursday tapped Oswald Grü-
bel to succeed Chief Executive
Marcel Rohner.

Mr. Grübel is the 65-year-
old former chief of crosstown
rival Credit Suisse Group who
retired in the spring of 2007.

The sudden departure of
Mr. Rohner, who only took over
in 2007, marks the second
change at the top of UBS in less

than two years and caps a
string of other management
changes at the bank.
Mr. Rohner’s departure comes
after a run of bad news that in-
cludedreporting thelargestan-
nual loss ever by a Swiss com-
pany, cutting about 11,000
jobs, and the need for a big aid
package from theSwissgovern-
ment.

Then last week, UBS settled
an embarrassing U.S. criminal
tax-evasion inquiry by turning
over the identities of 250 pri-
vate account holders to the
U.S.—a historic piercing of the

secretiveSwissbankingworld—
and acknowledging that some
bankers had committed fraud
while assisting U.S. clients in
evading taxes.

Some of the client activities
involved in the case occurred
during a time when Mr. Rohner
ran UBS’s private bank.

UBS and the U.S. Justice De-
partment are now engaged in a
parallel civil case in Miami that
could force UBS to turn over
the identities of the holders of
52,000 accounts.

A spokesman for UBS said
Mr. Rohner wasn’t available

for comment.
In Mr. Grübel, UBS is turn-

ing to a retiree who lately had
been spending time in Zurich
and Spain while monitoring
trading news at a computerter-
minal. His age may raise ques-
tions about how long he will
stay, and even Mr. Grübel said,
in an interview: “My reserva-
tions were, look, that’s a job for
a 45-year-old.”

Mr. Grübel, a German citi-
zen better known as Ossie, said
he envisions a maximum stay
of five years. “I am committed
to the turnaround,” Mr. Grübel

said. “I also have no intention
to stay any longer than is neces-
sary.”

But Mr. Grübel wasted no
time showing he hasn’t lost his
touch for tough-nosed turn-
around work with a pointed
memo Thursday that delivered
the message: I love your spirit
in these difficult times—but I’ll
be cutting more jobs. At the
same time, Mr. Grübel, a
former bond trader, began
working the phones to call key
customers.

UBS stock rose 16% to 11.74
Please turn to page 26

Markets

GM reported a $9.6 billion
loss in the fourth quarter, cap-
ping a dismal 2008, as a stun-
ning downturn throughout
its global operations raised
new concerns about the U.S.
auto maker’s viability. Page 3

n Talks intensified in Germany
on the need for potential aid
for GM’s Opel unit, as workers
rallied to keep up political
pressure for a bailout. Page 3

n U.S. orders for big-ticket
items dropped sharply, as a
broad range of data pointed
to an economy that has fallen
deeper into recession. Page 9

n Business and consumer
confidence in the euro zone
hit a record low as new or-
ders dried up and concerns
about job losses rose. Page 2

n U.S. stocks fell, continuing
to follow a rocky path. Shares
in Europe got a boost from
restructuring announcements
from RBS and UBS. Page 18

n Allianz posted a quarterly
loss of $3.95 billion, hurt by
big losses related to the sale
of Dresdner Bank. Page 17

n BASF turned in a fourth-
quarter loss as demand for
its products slumped more
sharply than expected. Page 7

n Britain acknowledged that
its troops handed over two
terror suspects in Iraq to the
U.S., which then sent them to
Afghanistan for interrogation.

n Iraq’s Parliament is consid-
ering budget cuts of about
$4.2 billion as it tries to cope
with low oil prices. Page 10

n Iceland’s Parliament
moved to oust the central-
bank chief, who had resisted
appeals to resign. Page 2

n Ukraine’s Yushchenko
agreed to hold talks with ri-
val Tymoshenko on an agree-
ment they hope will restart
a stalled IMF loan program.

n Daimler won approval to
offer vehicle leases in China, a
sign that Beijing plans to help
auto makers use financing
tools to lift demand. Page 4

n GKN said it plans to cut
more jobs as the automotive
and aerospace-components
maker reported a loss. Page 4

n Italy’s IT Holding, owner
of the Gianfranco Ferré lux-
ury label, was placed in bank-
ruptcy administration. Page 5

n Engine trouble may have
caused the Turkish Airlines
crash that killed nine in the
Netherlands, an official said.
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The U.K. government had
two overriding aims with its
latest bank-bailout plan: to
avoid further bank national-
izations and to boost the flow
of credit to the economy.

Thanks to the breathtak-
ing generosity of taxpayers
and a good deal of smoke
and mirrors, the plan out-
lined on Thursday in relation
to Royal Bank of Scotland
Group achieves both these
objectives—but at a cost. It
failed to provide transpar-
ency, finality or a road map
for a swift return to full pri-
vate ownership. Neither tax-
payers nor shareholders have
much reason to celebrate.

The terms of the govern-
ment insurance provided un-
der the Asset Protection
Scheme were generous be-
cause they had to be.
Thanks to the intricacies of
Basel II capital rules, the
government had to set the
low first-loss thresholds at
which the insurance kicks in
to avoid triggering big hits
to regulatory capital. But
not even the most bullish ob-
servers predicted the thresh-
old would be set at a mere
6%, leaving RBS to bear just
£19.5 billion ($27.68 billion)
of first losses on a £325 bil-

lion portfolio of toxic assets.
Nor did anyone imagine

that the “market-based” fee
RBS would pay for this gift
would be just 2% of the in-
sured assets, or £6.5 billion,
to be payable in nonvoting B
shares and amortized over
seven years—a ruse to damp
the impact on RBS’s re-
ported profits. Yet even after
all this help, RBS’s capital ra-
tios were so skinny that the
Treasury needed to stump
up £13 billion to buy B

shares with an option to sub-
scribe for £6 billion more.

The result is that RBS is
nationalized in all but name.
The government has gone
out of its way to preserve
the fig-leaf of private owner-
ship by setting itself a vot-
ing limit of 75%. But its eco-
nomic interest will climb
well over 90% in the likely
event that losses on the in-
sured assets exceed the first-
loss threshold. And although
the dividend on the B shares
has been set extremely low
at 7%—paid only if a divi-
dend is paid on the ordinary
shares—it will still act as a
disincentive to make any pay-
out until the B shares have
been fully converted.

It isn’t at all clear when
this might happen. The
losses on the insured assets
will materialize over several
years, leaving uncertainty
over RBS’s true capital posi-
tion. Meanwhile, underlying
profitability at RBS is very
weak, thanks to higher fund-
ing costs and lower deposit
margins as U.K. interest
rates move close to zero.

Plans to reduce risk-
weighted assets by more
than £150 billion over three
to five years look optimis-

tic. U.K. bank risk-weighted
assets are ballooning thanks
to ratings downgrades, mar-
ket volatility and currency
effects. Nor is it clear that a
target 15% return on equity
is achievable in a low-risk,
low-leverage, highly regu-
lated future banking envi-
ronment.

For RBS shareholders,
however, the generous gov-
ernment deal offers them a
lifeline but little more. They
are being asked to place
huge trust in a chief execu-
tive who has never run a
large organization and
whose job requires him to
withstand huge political
pressure.

That should worry tax-
payers, too. They have now
pumped an additional £25.5
billion into a bank that looks
destined to continue to limp
along as a member of the liv-
ing dead without any evi-
dence of an exit strategy.
Meanwhile, they are on the
hook for a far higher level of
losses than was ever envis-
aged when the APS was pro-
posed. The Treasury may
have fulfilled its short-term
political objectives. But the
end of the U.K. banking cri-
sis still looks some way off.
 —Simon Nixon

An inimitable share sale

Citi faces fallout from U.S. deal
Government stake
complicates holdings
in foreign lenders

U.K. home builders are in
desperate need of a lift. But
Berkeley Group’s successful
£50.7 million share placment
mightn’t be quite the good
news for the sector that in-
vestors seem to think.

Berkeley is unique
among its peers. It raised
cash not to pay down debt
but to take advantage of fall-
ing land prices. Following
the share sale, it has net
cash of £300 million. That
investors responded well—
the stock rose 6% Thursday
in London—says much
about the company and lit-
tle about the sector.

Berkeley Chief Executive
Tony Pidgley is known for
his shrewd reading of the
market. He sold land in the
late 1980s in anticipation of
a downturn, enabling the
company to restock its land
bank at rock-bottom prices
a few years later. He re-
peated the trick at the peak
of the latest boom.

The low prices Berkeley
paid for land means it
hasn’t yet had to write it
down. Home builders value
land on their balance sheets
at the lower of either pur-
chase price or net realizable
value. Despite sale values
falling 16% across the sec-

tor, Berkeley says margins
remain between 17% and
19.5%.

The cost of land ac-
counts for around 13% of
Berkeley’s sale price for a
home. Mr. Pidgley expects
that to fall to 10% as he
looks for cheap acquisitions.

For other home builders,
such as Taylor Wimpey,
Persimmon and Barratt De-
velopments, which are
highly leveraged and bought
land near the peak, margins
have virtually disappeared,
forcing them to write down
values to avoid triggering
debt covenants that are tied
to operating profit.

Not surprising, Berkeley
trades at a 49% premium to
net assets, compared with
discounts of up to 85% for
others. Shares in other
home builders rose smartly
on the back of Berkeley’s
news, reflecting hopes they
also can turn to the stock
market to bolster their bal-
ance sheets.

But this may be wishful
thinking. Their best hope is
not that they, too, can raise
cash, but that there is at
least one cash buyer they
can approach if they need to
sell land in a hurry.

—Molly Neal

An expanded stake held by the U.S. government could cause problems for
Citigroup, which operates in more than 100 countries.

Citigroup Inc. is closing in on an
agreement to boost the federal gov-
ernment’s stake in the company to as
much as 40%, according to people fa-
miliar with the situation. A deal was
possible as soon as Thursday.

But a greater U.S. stake will bring
a slew of new complications for execu-
tives of the New York company.

For example, a Mexican law bars
any institution more than 10%-owned
by a foreign government from run-
ning a bank in that country. As a re-
sult, some Citigroup executives are
worried that an increased U.S. stake
might subject the bank to pressure to
relinquish some or all of its owner-
ship of Grupo Financiero Banamex,
the No. 2 bank in Mexico by assets.

Though Citigroup is loath to shed
Banamex, which is seen as a crown
jewel of the bank’s operations, execu-
tives have concluded that the issue
will probably have to be resolved
through diplomatic channels be-
tween the U.S. and Mexico, people fa-
miliar with the matter said. Anticipat-
ingfrictionover Banamex,a groupled
by two top Banamex officials recently
has talked with investment bankers
about helping to lay the groundwork
for a possible bid to buy the Citigroup
unit, according to people familiar
with the discussions.

Manuel Medina Mora, Banamex’s
chief executive and the head of Citi-

group’s Latin American operations,
and Roberto Hernandez, a Citigroup
boardmemberwhowasaco-ownerof
Banamex before it was acquired by
Citigroup, also have lobbied Mexican
government officials to press for Ban-
amex to return to local hands, these
people said.

Citigroup is likely to fight any out-
side effort to shed Banamex. Chief Ex-
ecutive Vikram Pandit views Ban-
amex as the heart of the company’s
global empire. Citigroup executives
this year have weighed a sale of Ban-
amex, but regard that as a last-ditch
option if the company’s financial con-
dition worsens, according to people
familiar with the matter. A Citi
spokesman said the company “has no
intentions of selling Banamex.” Mr.
Medina Mora said: “Neither Banamex
nor I have retained any advisors to ex-

plore options for Banamex.” Mr. Her-
nandez earlier this month denied try-
ing to raise funds for a bid.

Around the world, Citigroup exec-
utives are realizing the U.S. govern-
ment’s expanded stake could cause
headaches. Citigroup operates in
more than 100 countries, and execu-
tives have been scrambling this
week to identify potential problems.
In countries such as Poland, where
Citi Handlowy is one of the biggest
banks, a bigger U.S. stake in Citigroup
is likely to require Citigroup units to
apply for new charters with local gov-
ernments, say people close to Citi-
group.

At best, that will be a bureaucratic
hassle, these people say. But Citi-
group is worried some governments
may deny Citigroup’s applications,
which could force the company to sell

its local units and stop operating in
those countries, the people said. An-
other concern is that foreign govern-
ments will drag their feet on granting
new charters to local Citigroup units
in an attempt to extract concessions
from the U.S. government.

A greater government stake
likely would bring complications in
the U.S., too. For example, Citigroup
officials expect to face intensified po-
litical pressure from lawmakers and
federal agencies to modify lending
policies and make other changes
that could dent profits.

With the government having in-
vested $45 billion in Citigroup since
last fall, the company already has
caved in to political pressure. Last
month, Citigroup bucked the rest of
the industry and endorsed legislation
to let bankruptcy-court judges mod-
ify the terms of troubled mortgages, a
move executives have acknowledged
would take a toll on Citigroup’s bot-
tom line. With Washington poised to
grab more shares, Citigroup likely
will be pushed to adopt more con-
sumer-friendly stances.

Separately, a planned boardroom
makeover at Citigroup, being pur-
sued partly to pacify federal officials
whohavedemandedashake-up,ishit-
ting obstacles. With rumors flying
that Mr. Hernandez was considering
a bid for Banamex, he said last week
that he wouldn’t stand for re-election
to Citigroup’s board. He is the third
member of Citigroup’s 15-person
board to announce plans to step
down.

Citigroup Chairman Richard Par-
sons has been struggling to line up
suitable replacements, which need to
be blessed by federal officials.
 —Joann S. Lublin

contributed to this article.

Little to cheer in RBS bailout
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RBS has been effectively
nationalized in all but name.

Yahoo CFO exits
as new chief
makes changes

A
FP

By David Enrich
and Heidi N. Moore

By Jessica E. Vascellaro

Yahoo Inc. Chief Executive Carol
Bartz began rolling out a new man-
agement structure Thursday, in
moves that will overhaul top execu-
tive ranks at the Internet company.

Yahoo disclosed that its chief fi-
nancial officer, Blake Jorgensen, will
be leaving Yahoo, and announced a
search for his successor. Mr. Jor-
gensen took the position in 2007, suc-
ceeding Susan Decker who helped se-
lect him for the job. Ms. Decker left
Yahoo earlier this year after being
passed over for the CEO spot.

Ms. Bartz, who joined the com-
pany in January, described the goals
of the plan in a company blog post,
saying it is designed to make Yahoo
“faster on its feet.” Besides speed-
ing up decision-making, she said the
moves would simplify Yahoo’s struc-
ture and deliver “a renewed focus on
the customer.”

Separately, the company issued a
statement that disclosed other de-
tails of the changes, which combine
Yahoo’s technology and product
groups into one unit and simplify its
international operations.

Aristotle “Ari” Balogh, Yahoo’s
chief technology officer, will be-
come head of products and Hilary
Schneider, who currently oversees
the advertising, publishing and audi-
ence groups in the U.S., would be-
come head of North America. Yahoo
said it would hire a leader for the In-
ternational unit soon.

Elisa Steele, the vice president of
corporate marketing at NetApp
Inc., a maker of data storage sys-
tems, is joining the company as
chief marketing officer.
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By Paul Hannon

LONDON—Business and con-
sumer confidence in the euro zone
hit a record low in February as new
orders dried up and concerns about
job losses mounted.

The further decline in sentiment
suggests economic growth will con-
tinue to slow over the coming
months in the 16 countries that use
the euro, and gives the European
Central Bank fresh cause to consider
a big cut in its key interest rate. The
central bank meets next week and is
likely to lower its key rate by half a
percentage point to 1.5%.

According to a monthly survey by
the European Commission, the Euro-
pean Union’s executive arm, the over-
all Economic Sentiment Indicator for
the euro zone fell to 65.4 in February
from a revised 67.2 in January. It was
the lowest level for the ESI since the
survey began in January 1985.

Rising joblessness in Germany
and France underscored the gloom.
Some 90,200 French workers lost
their jobs in January, the largest
monthly jump ever. The number of
jobless workers rose less rapidly
than expected in Germany, with
63,000 becoming unemployed in Feb-
ruary, but economists warned unem-
ployment is likely to continue rising
amid the economic slowdown.

The commission’s survey showed
consumer confidence was under-
mined by increased pessimism
about the economic outlook and
heightened fears of unemployment.
The commission’s headline measure
fell to a record low of minus 33 in Feb-
ruary from minus 31 in January.

Confidence in industry took the
biggest hit in the month as new or-
ders evaporated. The commis-
sion’s measure for new orders fell
to a record low of minus 57 from mi-
nus 49 in January, as did its mea-
sure for export orders. The overall
measure of confidence in industry
fell to a record low of minus 36
from a revised figure of minus 33 in
January.

The outcomes for economic senti-
ment, industrial confidence and con-

sumer confidence were all weaker
than expected.

German consumers offered a
rare positive note, as government
car-scrapping incentives and lower
consumer prices bouyed consumer
sentiment in Europe’s largest econ-
omy in March. German market-re-
search group GfK’s forward-looking
consumer climate index rose to 2.6
points for March, defying expecta-
tions of a decline. It was helped by
low inflation and the government’s
financial incentives.

But GfK cautioned that much de-
pends on how badly the crisis hits
Germany’s labor market in coming
months. “A very large rise in unem-
ployment would also put a consider-
able damper on the consumer
mood,” it said.

The European Central Bank has
indicated it will cut its key interest
rate to 1.5% from 2% when its Gov-
erning Council meets March 5.
ECB figures released Thursday in-
dicate that banks in the euro zone
continued to cut lending to house-
holds in January, although by a
much smaller amount than in De-
cember.

Preliminary data released Thurs-
day show inflation in Germany was
likely stronger than expected in Feb-
ruary, but receding price pressures
across the euro zone give the ECB
scope to cut its key rate further.
Euro-zone annual inflation in Janu-
ary was 1.1% and is expected to fall to
1% in February. The ECB aims to
keep inflation just under 2%.

—Nicholas Winning
and Emese Bartha

contributed to this article.

Business and consumers
still losing confidence
Rising joblessness
feeds worker fears;
rates to head lower

By Charles Forelle

Iceland’s parliament moved to
oust central-bank chief David Odds-
son, who had for weeks resisted ap-
peals by the prime minister and pub-
lic to resign.

Mr. Oddsson, Iceland’s prime min-
ister from 1991 to 2004 and central-
bank chief since 2005, is widely
blamed for a banking-system col-
lapse that wreaked havoc on the is-
land’s economy. In January, the crisis
claimed Iceland’s entire government.

By law, the central-bank chief
can’t be fired, and Mr. Oddsson pub-
licly declined Prime Minister Johanna
Sigurdardottir’s entreaties to step
down. So she crafted a bill that reorga-
nizes the central bank and requires
that its governor have a master’s de-
gree in economics.Mr.Oddsson, a law-
yer, doesn’t have that credential.

The bill, which Parliament
passed Thursday, now goes to Presi-
dent Olafur Grimsson for his signa-
ture—typically a formality—and is
expected to take effect Friday.

Mr. Oddsson “will be out of a job
starting tomorrow,” the prime min-
ister’s spokesman said Thursday.

It isn’t clear who will succeed Mr.
Oddsson. Prime Minister Sigurdar-
dottir has said she would like to cast

an international net in searching for
candidates. A spokesman for the
prime minister said Thursday that
for several months, an interim cen-
tral banker will be in place while the
government considers permanent
candidates for the job.

Once an icon of Nordic prosper-
ity, Iceland grew rich on
banking, thanks in part to
economic reforms champi-
oned by Mr. Oddsson while
he was prime minister.

The credit crunch last
year brought a reversal of
fortune. Foreign investors
fled, pounding the coun-
try’s currency, the krona.
The banks—which had ex-
panding rapidly by lending
overseas—were left with
debts in euro and sterling
they couldn’t pay. The government
didn’t have enough foreign currency
to bail out the banks. Over a few
days in October, all three of the coun-
try’s big banks collapsed and were
seized by the government.

Today, Iceland is facing a sharp
rise in unemployment and inflation
and a bleak contraction in economic
output. It has accepted a $2.1 billion
loan package from the International
Monetary Fund.

Critics said the central bank
failed in its role as lender of last re-
sort, and maintained foreign-ex-
change reserves far too small for the
country’s bloated banking system.
They also blame Mr. Oddsson for
hastening the banks’ collapse with
ill-conceived rescue plans and an an-

gry TV interview at the
peak of the crisis in which
he said Iceland wouldn’t
back the banks’ foreign
debts.

The central bank’s press
officer said Mr. Oddsson
wouldn’t comment.

Mr. Oddsson has re-
jected criticism, saying
that reforms transferred
much of the central banks’
supervisory authority to an-
other agency, and that he

warned that the commercial banks
were too extended. Much of the
fault, he has said, lies with the bank-
ers’ profligate lending.

Though he pledged in a fiery let-
ter earlier in February ((FEB)) that
he wouldn’t leave office, Mr. Odds-
son appeared resigned to his fate.
Thursday, before the bill passed, he
called a meeting of the central
bank’s staff and told them he
wouldn’t be around much longer.

Iceland ousts its central banker
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Sentiment sinks
Euro zone’s overall economic- 
sentiment indicator fell in February, 
the lowest level since 1985 

Source: European Commission
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A Financial News chart Wednes-
day showing the U.K.’s top corpo-
rate brokers listed incorrect rank-
ings. A corrected version appears on
page 20.

Israeli Foreign Minister Tzipi
Livni said she didn’t support forcing

Israel Arabs to be transferred to Pales-
tinian control when she saidin Decem-
ber that their “national aspirations
lie elsewhere.” A Feb. 6 Economy &
Politics article said the comment was
widely interpreted as endorsing such
a policy, but didn’t include Ms. Livni’s
subsequent clarification.
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U.S. stimulus funds begin
to flow at different speeds
Agriculture agency
thus far lags behind
energy and housing

By Amy Schatz

WASHINGTON—Companies and
institutions eager to grab a slice of
the U.S.’s $787 billion economic-
stimulus bill are finding that some
federal agencies are moving faster
than others to hand out the money.

Energy Department Secretary
Steven Chu announced plans for
how his agency would hand out
some of its $40 billion just two days
after the bill was signed. A day later,
the Interior Department announced
its new stimulus task force was com-
piling a list of projects to fund with
its $3 billion and said it would hire a
stimulus czar. By Wednesday, the De-
partment of Housing and Urban De-
velopment had already given out
$10 billion.

But other agencies, such as the Ag-
riculture Department, haven’t even
provided basic information about
how much money they have to hand
out, much less plans for doing it.

“We’re not ready yet to talk
about the Recovery Act. We’re get-
ting all of our information in one bas-
ket,” said Jim Brownlee, an Agricul-
ture spokesman, who said the
agency hoped to put some informa-
tion about the billions it will distrib-
ute on the Internet Thursday.

With hundreds of billions of dol-
lars set to fly out of government agen-
cies in the next year or so, would-be
grant recipients are seeking any
scrap of information they can get in
hopes of winning some of the money.

“I expected there would be great
interest, but I completely underesti-
mated the calls we’d be getting,”
said Andrew Lipman, a telecommu-
nications lobbyist at law firm Bing-
ham McCutchen LLP. Calls from the
firm’s clients have been “in the hun-
dreds. We’re one of the early suc-
cess stories” of the stimulus plan,
Mr. Lipman joked.

University of Nebraska-Lincoln
Vice Chancellor Prem Paul, already
coming to Washington this week for
a board meeting, penciled in last-
minute visits with congressional

aides to consider ways the school
can win funding for a variety of
projects, including a $20 million
overhaul of an animal-research facil-
ity and a new $15 million biomedical-
research center.

“The information is still so new
we have to study how the money is
going to be spent,” Mr. Paul said.
“My sense is that it’s going to hap-
pen very quickly.”

Much of the planning required to
give out the funds is being done by
career bureaucrats, because top po-
litical appointees at many agencies
have yet to be nominated, much less
confirmed.

At the Interior Department, an
eight-person task force is mostly
made up of career employees who
have been named acting bureau
chiefs.

Longtime employees also have
been running the show at the Com-
merce Department, which remains
without a secretary after the Obama
administration’s first two candi-
dates dropped out, and the third,
former Washington Gov. Gary
Locke, awaits confirmation. It took
a week for the agency to provide any
information about its stimulus
plans. The agency has almost $8 bil-
lion to give out, including $3.9 bil-
lion for broadband grants.

Wednesday, the agency’s Na-
tional Telecommunications and In-
formation Administration office an-
nounced it would begin meeting
with would-be grant recipients next
Tuesday. The department has about
$4.7 billion in grants to hand out.
The planning is being overseen by
the same office that ran a maligned
$1.5 billion digital-television-cou-
pon program. That program ran out
of money in January, prompting Con-
gress to reluctantly delay the U.S.’s
switch to digital TV by four months.

Some federal agencies have sim-
plified the process of getting funds
out the door quickly by using previ-
ously submitted grant proposals.
The National Science Foundation
has some $3 billion for research-and-
development grants, and much of it
will be disbursed in the next few
months to highly rated projects that
the agency hasn’t had enough
money to fund.

The National Institutes of Health
is planning on taking a similar ap-
proach, with the bulk of the $10 bil-
lion it will hand out for medical re-
search and rehabbing of university
research facilities. Much of the re-
search funding will go to projects
that have already been submitted,
agency officials say.

“It would probably be better if the
political appointees were already
there, but the [NIH] staff has a lot of
experience handling applications,”
said Pat White, vice president of fed-
eral relations at the Association of
American Universities, who helps
lobby on biomedical-research and
funding issues on behalf of the trade
group’s 62 university members.

It is probably too early to expect
agencies to have given out much
money or report information on
their spending, said Jerry Brito, a se-
nior research fellow at George Ma-
son University and co-founder of
StimulusWatch.org, a citizen watch-
dog site. “What we should expect to
know is how they’ll be reporting this
and what they’ll be reporting. How
much detail are they going to pro-
vide?” he said. “I’d judge them on
how deeply they report informa-
tion. I’d love to see that every dollar
be accounted for.”

ASSOCIATED PRESS

DHAKA, Bangladesh—Mutinous
Bangladeshi border guards who
seized control of their headquarters
completed their surrender Thurs-
day after tanks were sent into the
capital as a show of force, the gov-
ernment said.

The guards, who are angry over
their pay, had agreed overnight to
surrender after the government
promised them amnesty and agreed
to look into their demands for better
conditions. The death toll rose to 11
after one more body was found near
the compound.

But the process stalled and the re-
voltlookedtobespreadingtootherar-
eas Thursday until the prime minister
issued a harsh warning to the rebels,
backed up by tanks and armored vehi-
cles rolling through the the capital.

ECONOMY & POLITICS

Mutinous guards
in Bangladesh
lay down arms
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GM posts $9.6 billion fourth-quarter loss
Viability concerns
persist as auto maker
closes dismal year

General Motors Corp. capped a
dismal 2008 with a $9.6 billion net
loss in the fourth quarter, as a stun-
ning downturn throughout its glo-
bal operations raised new concerns
about the Detroit company’s viabil-
ity.

For all of 2008 the company said
it lost $30.9 billion, the second-
worst financial performance in its
100-year history. GM warned inves-
tors it may not be able meet its audi-
tors’ “going concern” requirements,
meaning the company could break
covenants on billions of dollars in
debt in coming months.

GM burned through $6.2 billion
in cash during the last three months
of 2008, and $19 billion over the
course of the year, as the rate of
sales declines outpaced the compa-
ny’s ability to cut costs.

GM had entered the year with
more than $30 billion in liquidity re-
serves, or at least $16 billion more
than the company needed to fund op-
erations. That cushion disappeared
as U.S. vehicle sales skidded to mul-
tidecade lows and a freeze in the
credit markets prevented the com-
pany from raising funds.

GM ended 2008 with $14 billion
in available liquidity—equal to how
much cash the car maker plans to
burn this year, Chief Financial Of-
ficer Ray Young said in a conference
call. GM said it needs $11 billion to
$14 billion on hand to fund day-to-
day operations.

GM said revenue fell 17% in 2008
to $149 billion from $180 billion in
2007.

Its results were a bit worse than
some analysts expected and pushed
the cumulative net loss to $82 bil-
lion since Chief Executive Rick Wag-
oner began an intense restructuring
in 2005.

GM is now subsisting on $13.4 bil-

lion in government bailout loans.
Mr. Wagoner and other top execu-
tives met Thursday in Washington
with members of President Barack
Obama’s auto task force to request
as much as $16.6 billion more, includ-
ing $4 billion that it needs to fund
operations in March and April. GM
also said it needs $7.5 billion in loans
from the Department of Energy to
build more fuel-efficient vehicles.

Administration officials in-
volved in rescue negotiations with
GM said Thursday the grim financial
report was expected, and didn’t
ratchet up the sense of urgency over
when or how the government may of-
fer additional aid. Mr. Obama’s full
auto team, led by new Treasury ad-
visers Steven Rattner and Ron
Bloom, met with GM executives,
said a person familiar with the talks.

GM officials have said the auto
maker plans to use the meeting to
discuss its viability plan, which it
submitted Feb. 17 to the Treasury,
and its liquidity needs, but it isn’t ex-
pecting immediate action.

GM’s auditors must make a deci-
sion on the company’s “going con-
cern” status by the end of March.
The disclosure about its viability sta-
tus could be GM’s way to provide “en-
couragement to [Washington] to ad-
dress the issue that is on the table
and quiet some of the speculation
concerning what the government
will do,” said Kimberly Rodriguez,
an adviser with the consulting firm
Grant Thornton.

Standard & Poor’s equity analyst
Efraim Levy said the dismal earn-
ings report “reinforces for us the no-
tion that GM will need multibillion-
dollar government assistance to con-
tinue as a going concern.”

Obama aides said the first week
of meetings with Detroit execu-
tives have been intensive, with
teams of experts within the Trea-
sury Department and the White
House working almost around the
clock to understand the rescue
plans put forward last week by GM
and Chrysler LLC. The auto team
met with a wide roster of car com-
pany executives as well as academ-
ics, automotive specialists and rep-
resentatives from the United Auto
Workers union.

“The goal is to make sure that we
understand every nuance and as-
sumption in the plan, and subject
them to rigorous questioning,
which is only appropriate,” said one
administration official involved in
the talks.

The official stressed that the
talks so far have been “all about due
diligence and fact finding” and that
any real decisions remain weeks
away. The administration intends to
reach a decision on whether to fur-
ther bail out the companies by the
end of next month. “We have made
no decisions yet on whether federal
assistance will be given, and if so, un-
der what circumstances,” the offi-
cial said.

GM’s Mr. Young said the com-
pany continues to work with the
UAW and bondholders to reduce la-
bor costs and debt obligations, as re-
quired by terms of its U.S. loans, but
hasn’t struck a deal. GM is looking to
cut two-thirds of its $27 billion debt
load through a debt-for-equity
swap, and it is trying to convince the
UAW to take stock instead of cash
for at least half of the $10 billion it
owes a trust fund for retiree health
care.

GM also reported a substantial
deterioration in the status of its pen-
sion funds. The company said its
U.S. hourly and salaried pension
commitments are underfunded by
$12.4 billion because of weak mar-

ket conditions and a reliance on the
funds to pay for restructuring ac-
tions in recent years.

The earnings report also re-
vealed a profound deterioration of
GM’s once-booming operations out-
side the U.S. It reported a fourth-
quarter loss of $1.9 billion in Eu-
rope, $917 million in Asia and $181
million in Latin America. In recent
quarters, GM has relied on strong op-
erations overseas, notably in China,
Russia and Brazil, to offset weak-
ness in its core U.S. market.

“The impact of the credit crisis
has started to spread to emerging
markets,” Mr. Young said. “It was a
very, very challenging quarter.”

The auto maker has said it needs
at least an additional $6 billion in
loans from non-U.S. governments
for its viability plan to work.

German officials plan to meet Sat-
urday to discuss possible aid for
Opel, GM’s largest European unit.
Opel has said it needs at least $4.2
billion in capital to survive and be-
come less dependent on GM.

GM has indicated it is open to sell-
ing a stake in Opel, and German poli-
ticians are under pressure from
workers to bail out the car maker to
help save 25,000 jobs, a number that
more than doubles when parts sup-
pliers and other Opel-linked compa-

nies are included.
GM last week filed for court pro-

tection for its Swedish subsidiary,
Saab, against creditors. The auto
maker purchased full ownership of
Saab in 2000, but failed to make the
unit a profitable and growing com-
ponent of its sprawling operation.
GM is expected to liquidate the unit,
or spin it off as an independent com-
pany.

GM’s problems remain centered
in North America, where sales fell to
$19.3 billion in the quarter, com-
pared with $28.1 billion a year ago.

GM lost $3.5 billion in North
America during the fourth quarter
and $14.1 billion during the year. Its
problems in the region promise to
worsen in 2009 due to a production
shutdown by the company’s plants
in January.

Separately, Ford Motor Co. cut
its first-quarter production esti-
mates Thursday and lowered its an-
nual sales forecast in another sign
that it could be approaching the
need for government loans. In an an-
nual filing with the U.S. Securities
and Exchange Commission, Ford
also said its auditors wouldn’t ques-
tion the company’s viability as a go-
ing concern at this time.
 —Christoph Rauwald

contributed to this article.

GM Opel workers stage protests
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LEADING THE NEWS

By Sharon Terlep, John D. Stoll
and Neil King Jr.

By Christoph Rauwald

FRANKFURT—Talks intensified
in Germany on Thursday over the
need for potential state aid for Gen-
eral Motors Corp. unit Opel, the U.S.
car maker’s largest European divi-
sion, as thousands of Opel workers
took to the streets to keep up politi-
cal pressure for a bailout.

The protests came as Germany’s
economics minister, Karl-Theodor
zu Guttenberg, prepares to meet Sat-
urday with heads of German states
with Opel plants in order to discuss
possible state aid for the car maker.
On Friday, Opel’s board is meeting
to discuss possible restructuring
models and Opel’s future ties to GM.

The situation in Germany shows
U.S. auto giant GM’s woes are rever-
berating through its overseas units.
As part of its turnaround plan sub-
mitted to the U.S. government ear-
lier this month, GM pledged to cut
costs at its European operations by
$1.2 billion. That has sent workers
at Opel and Swedish GM unit Saab,
as well as local politicians, scram-
bling to find ways to prevent factory

closures and major job losses at GM
Europe.

German politicians are under
pressure from workers to bail out
the car maker to help save the com-
pany’s 25,000 jobs—a number that
more than doubles when including
parts suppliers and other Opel-
linked companies.

GM has indicated that it is open
to selling a stake in Opel. However,
German policy makers so far have
been divided over the state taking a
stake in the car maker, with Chancel-
lor Angela Merkel saying that possi-
ble liquidity guarantees would be
the right tool to help companies
like Opel.

GM’s European division—which
includes German Opel, Swedish
Saab and U.K. unit Vauxhall—Thurs-
day posted a $1.9 billion fourth-quar-
ter loss, compared with a loss of
$445 million a year earlier. The GM
Europe loss contributed to a $9.6 bil-
lion net loss at the parent company,
as sinking sales outweighed the posi-
tive impact of U.S. government aid.

The European division blamed
the big loss on lower volumes across

the region, a model mix that saw it
lose market share, as well as unfa-
vorable foreign exchange and com-
modity hedging.

Fourth-quarter revenue in Eu-
rope fell to $6.4 billion from $10.7 bil-
lion a year earlier, as GM Europe’s
market share dropped to 9.1% from
9.2% in a sharply contracting market.

GM’s production in the quarter
fell across all regions, but the con-
traction in Europe was most
marked. Production totaled just
214,000 vehicles, compared with
457,000 vehicles a year earlier, as
the car maker cut shifts and closed
plants for long periods.

Meanwhile, GM executives are
scheduled to meet with U.S. Presi-
dent Barack Obama’s auto task force
in Washington on Thursday. Top ex-
ecutives of Chrysler LLC met
Wednesday with the task force, dis-
cussing the company’s troubled fi-
nances, its proposed alliance with
Fiat SpA and fuel-efficient vehicle
development, said a person familiar
with the session.
 —John Stoll

contributed to this article.

Plan now for a relaxing summer vacation
at our small mountain resort for 60
guests and 50 staff. Ideal temperatures in
the 70’s in Colorado’s most beautiful
mountain lake region. Just 65 miles from
Denver, yet secluded next to Rocky
Mountain National Park near Estes Park,
CO.

Ride over scenic trails, instruction,
lunch rides, wine & cheese rides, and
overnight pack trips. White water rafting
(extra), expert trout fishing guides (our
chef will cook your catch), guided hikes,
photography hikes with a professional,
landscape drawing & silversmith classes,
wildlife viewing trips (one of the largest
elk herds in the US), and relax in our heated
pool, hot tub, or sauna, or a massage (extra).
Cardio conditioning & strength training
center. Mountain bikes. All day childcare for
infants and up. Children’s horseback rides,
cookouts, activity building, & playground.
Kids enjoy current video games on our
Sony Playstation and XBox.

Our chef’s dinner entrees: N.Y. steak,
broiled salmon, prime rib, fresh trout,
duck, grilled fresh tuna, roasted pork
loin, curries, Italian & seafood dinners.
Fresh vegetables, homemade soups, &
desserts. Salad buffet, pastas, and poolside
lunches. Your choice of breakfast with
fresh fruit buffet. Live entertainment
five nights weekly; a magic and comedy
show, jazz quintet, an evening of karaoke

starring guests and staff, a talk and slide
show on Rocky Mountain National Park,
and a pianist at our champagne, shrimp,
and hors d’oeuvres welcome party. Golf
& tennis nearby. Free high speed satellite
WiFi internet access. Pets are welcome.
Comfortable 1 & 2 bedroom units
with queen beds, twin beds, patios or
hammocks, TVs/DVDs/VCRs & over 1200
selections, minibars, most with private
hot tubs (extra), and the “Doctor’s House”
accommodating up to 14 – perfect for
family reunions. Also the Governor’s House
for family reunions. Early morning “wake
up” coffee delivered to your room when
you wish. Free California house wines and
house beer. (Budweiser and Coors)

Package plan includes all of
the above $260 per person per day,
Children: 8-11 $210, 3-7 $135; under age 3
$95 per day with childcare – free with
no childcare (service, transfers & tax
extra). Anniversary/Honeymoon Packages.
Shuttle service from Denver airport. Our
56th year under the personal supervision
of Lloyd Lane, and advertised in The Wall
Street Journal for over 50 years. Season:
June 7 - Sept. 5, 2009. See our new 90
picture slide show at www.laneguestranch.com
Telephone Lloyd Lane now on his direct
line at 858-259-8528. Call 303-747-2493
after April 15, 2009 including evenings
and weekends for a Lane Guest Ranch
brochure. Email: lgrlane@aol.com

The Wall Street Journal ® is a trademark of Dow Jones L.P.
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UBS removes CEO amid losses, probe
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n Born: Nov. 11, 1943
n Nationality: German
n Banking start:

Deutsche Bank AG, 1961
n Credit Suisse years:

Co-CEO with John Mack 
(2003); CEO (2004-2007)

n Known for:
Credit Suisse turnaround 
and being direct: “My dog 
could do better,” he once 
told a trader.

n Outside interests:
Engineering and fast 
Formula One cars. 

At a glance
Oswald “Ossie” Grübel

A petroleum plant in Shanghai. China
is investing in new refineries.

China gambles on its oil sector
Industry stimulus
hinges on rebound
of market demand

U.K. agrees to insure assets and inject billions into RBS

Swiss francs, reflecting investor
and analyst sentiment that Mr. Grü-
bel may assert stronger control on
moves needed to turn around UBS.

Peter Thorne, an analyst at Helvea
Ltd. in London, said it is his opinion
that Mr. Grübel has a “good idea of
what the future will be, whereas with
Rohner, you had no idea.” In a report
Thursday, Mr. Thorne said the bank
had been drifting without a sense of
direction and that Mr. Grübel “has
the strength of character and banking
knowledge to take charge at UBS.”

On at least one crucial topic—the
legal battle with the U.S. Justice De-
partment in the tax-evasion in-
quiry—Mr. Grübel on Thursday
didn’t give any indication of a change
in UBS’s stance. Echoing a UBS court
filing from last week, he said Swiss
law prevents the bank from turning
over any more information in the
case.

He does face, however, the scru-
tiny of the Swiss government, which
since delivering bailout assistance to
UBS has been flexing its muscle in
some quarters—for example, by pres-
suring the bank to cut bonuses for em-
ployees.

On Thursday, however, a spokes-
man for the Swiss Financial Market
Supervisory Authority, or Finma,
said the government hadn’t played a
role in the CEO change.

UBS said in a statement that
Mr. Rohner told UBS’s board in Janu-
ary that he wanted to retire after the
conclusion of a repositioning of UBS’s
investment bank and a restructuring
of the private bank. Mr. Grübel said
Thursday he was taken aback when
UBS Chairman Peter Kurer and other
UBS board members asked in Janu-
ary whether he wanted to come back
to work.

“You bet I was surprised,” said Mr.
Grübel, who said he didn’t reach a de-

cision until this week after a long and
difficult consideration.

Mr. Rohner had taken over for
former chief executive Peter Wuffli in
2007 at the onset of the credit crisis.
Mr. Kurer only took on the chairman’s
post in 2008, succeeding longtime
chief Marcel Ospel. The investment
bank has seen a number of leaders
come and go, and the former head of
UBS’s private bank was indicted last
year for his alleged role in the tax
fraud and now is considered a fugi-
tive from U.S. justice.

Mr. Grübel’s first banking job in
1961 at Deutsche Bank AG. From
there, he worked at a securities firm
that was operating a joint venture
with Credit Suisse. In his early days,
Mr. Grübel traded euro bonds and
climbed the ranks of Credit Suisse.

He ran the bank in 2002 at a time
when the bank was incurring losses
from the exposure of its Winterthur
insurance business to the falling

stock market. To stem the losses, Mr.
Grübel installed new management,
cleaned up its balance sheet and sold
the insurance business to France’s
AXA SA.

In 2003, Mr. Grübel shared the ti-
tle of co-CEO with John Mack. In an

ugly 2004 exit, though, Mr. Mack de-
parted because of boardroom fights,
leaving Mr. Grübel in charge. Mr.
Mack later became CEO of Morgan
Stanley. Ultimately, Mr. Grübel was
succeeded by current CEO Brady Dou-
gan.

Continued from first page

SHANGHAI—A government plan
to boost China’s refining and petro-
chemicals industry has raised some
questions whether now is the time
to expand capacity in the sector.

To stimulate economic growth,
which slowed to a seven-year low in
the fourth quarter of 2008, China
has rolled out stimulus plans for a se-
ries of sectors.

Its gamble that China’s oil de-
mand will bounce back in the near fu-
ture as the economy rebounds may
pay off. The expansion plans also
could help prevent delays of major
projects and bring long-term bene-
fits to China’s oil giants—China Pe-
troleum & Chemical Corp., or Si-
nopec, and PetroChina Co.—as it

squeezes out competition from
smaller, less-efficient refineries,
known as teapots.

Nevertheless, some observers ex-
press concern that expansion head-
ing into a downturn could have a
negative impact that lasts several
years. China’s stimulus plan comes
as its oil demand is stagnating. Die-
sel trucks carrying goods for export
are staying off the roads and heavy
industry is cutting back output.

The plan could add as much as
2.19 million barrels a day to China’s
refining capacity, though it isn’t
clear when the government aims to
bring all these projects online.

In addition, China’s National En-
ergy Administration aims to build
nine large refining bases as part of a
plan to increase the country’s over-
all refining capacity to 440 million
metric tons, or around 8.84 million
barrels a day, over three years.

The broad stimulus plan for the
refining and petrochemicals sector

was approved by the State Council,
China’s cabinet, last week. A more
detailed plan may be unveiled in
about a month.

As a result of the measures, com-
petition from smaller refineries will
likely diminish, said Wang Aochao,
research director with UOB KayHian.
But he said the stimulus plan will
weigh on the balance sheets of Si-
nopec and PetroChina at a time when
China’s chief fuel and petrochemical
suppliers aren’t flush with cash.

Beijing has a history of making
state-owned companies shoulder so-
cial responsibilities; while Sinopec
and PetroChina might hesitate to
proceed with some projects, they
might feel obligated to maintain the
investments.

“Capacity expansion in refining
will possibly bring the Chinese oil
companies benefits only in the mid-
term, say in three to five years,” Mr.
Wang said. “But it’s still difficult to
forecast returns on the investment

as there are just too many uncertain-
ties,” such as oil pricing.

The nine new refineries are likely
to take several years to come online,
allowing some time for economic re-
covery to take hold. Still, the timing
doesn’t seem ideal for ambitious ca-
pacity expansion to some observers.

The International Energy
Agency trimmed China’s 2009 oil de-
mand forecast to 7.92 million bar-
rels per day, a mere 0.7% higher than
last year, in its latest monthly report
on the oil market.

“China’s fuel market will be ex-
posed to a bigger risk of oversupply”
by the stimulus plan, Mr. Wang said.

Analysts say a ramping up of die-
sel exports in recent months—exem-
plified by a sevenfold on-year in-
crease in December to 200,000 tons
and a fivefold increase in January to
130,000 tons—indicates high domes-
tic fuel stocks, although the govern-
ment doesn’t provide official data
on inventory levels.

For Beijing, whose No. 1 priority
is preserving social stability, the
plan may have wider benefits in the
short term.
 —Jing Yang

ernment’s economic stake in the
bank to as much as 95%, leaving only
a thin veneer of private ownership.

The RBS deal underscores not
only the depth of the U.K.’s trou-
bles, but also the challenges facing
Prime Minister Gordon Brown and
governments around the world as
they pony up billions to bail out be-
leaguered banks. Repeated at-
tempts to find a final cure, which in
the U.K. have involved more than
£600 billion in government capital
injections, loan guarantees and
other measures, have fallen short
as a deepening economic downturn
has worsened banks’ losses and un-
dermined investor confidence.

The reaction to the U.K.’s latest
effort could provide an important
lesson for other governments, as
the U.K. government is closer to ex-
hausting its options in dealing with
a bank that, like Citigroup Inc. and
Bank of America Corp. in the U.S., is
crucial to the functioning of the glo-
bal financial system.

The U.K. insurance plan, which
is expected to cover more than
£500 billion in souring assets at the
country’s banks, is seen as the gov-
ernment’s last chance to avert a full-

scale nationalization of two of the
largest lenders, RBS and Lloyds
Banking Group PLC. Nationaliza-
tion would be an embarrassment
for Mr. Brown, and put his govern-
ment in the politically difficult posi-
tion of allocating loans to private
companies—and deciding which de-
linquent mortgage holders should
be kicked out of their homes.

In an interview Thursday, RBS
Chief Executive Stephen Hester
said the government had given the
bank “a very powerful piece of ca-
tastrophe insurance.” But he
stopped short of guaranteeing that
further losses wouldn’t force the
bank to go back to the government,
saying that the shifting economic
environment makes it all but impos-
sible to know the difference be-
tween a good and a bad loan.

Mr. Hester also announced a re-
structuring plan for the bank and
said it has targeted some £240 bil-
lion, or 20%, of its assets to be
wound down or sold over the next
three to five years. Many of those
will come from its beleaguered glo-
bal banking and markets business,
a few from its Citizens Bank retail
operation in the U.S. and others
from retail and commercial busi-

nesses in Europe and Asia.
Investors reacted positively.

RBS shares climbed 26% to 29
pence in London, leading a strong
rally in U.K. bank stocks. The cost of
insuring against a default on the
debt of RBS and Lloyds fell sharply.

But in a sign of growing concern
about how the bailout will affect
the government’s finances, the
prices of U.K. government bonds
fell and an auction of new bonds at-
tracted less demand than expected.

RBS reported a net loss for 2008
of £24.05 billion, the biggest loss in
U.K. corporate history. That com-
pared with a profit of £6.82 billion
in 2007. The losses stemmed
largely from some £15 billion in im-
pairment charges on souring loans
and trading losses, and from a good-
will write-down related to its ill-
fated decision to lead the 2007 take-
over of Dutch bank ABN Amro Hold-
ing NV.

The results sparked controversy
with the disclosure that former RBS
CEO Fred Goodwin is receiving an
annual pension of £693,000. Sir
Fred, who was replaced by Mr. Hes-
ter last fall, has been the target of
sharp criticism for overseeing the
rapid expansion that many believe

got RBS into trouble.
RBS Chairman Philip Hampton

said Thursday that the pension was
contractually agreed, but that a pos-
sible reduction was being re-
viewed. Sir Fred wrote in a letter to
the Treasury Thursday that he has
already made “appropriate” sacri-
fices and won’t take a pension cut.

Bankers and Treasury officials
worked until the wee hours of
Thursday morning to hammer out
the insurance deal for RBS. Over
the preceding three weeks, bankers
pored over the details of the bank’s
loan portfolio in a complex and
painstaking effort to figure out
which assets were most likely to go
bad and how much capital the bank
would need, according to people fa-
miliar with the matter.

The people said the deal, which
is seen as a model for other banks,
is designed to be as close to a final
solution as possible. Advisers work-
ing on the plan included Credit
Suisse Group, Citigroup, UBS AG
and Deutsche Bank AG.

“Will it prove to be enough?”
said one person familiar with the
structure. “Christ, I hope so.”

RBS will pay a fee of £6.5 billion
to participate in the insurance

plan. The bank will absorb the first
£20 billion in losses on the £300 bil-
lion asset pool before the insurance
kicks in, and will be responsible for
10% of subsequent losses.

It will pay the insurance fee, and
raise another £13 billion in fresh
capital, by issuing special so-called
“B” shares to the government. The
deal allows the bank to raise an-
other £6 billion by issuing more
such shares, which could push the
government’s economic stake in
the bank up to 95% from the current
70%. The Treasury says its voting
stake won’t exceed 75%.

Paul Myners, a senior Treasury
official who worked on the insur-
ance plan, hinted that the govern-
ment was already talking to banks
other than Lloyds about participat-
ing. He said the terms could vary
for different banks.

Lloyds, which is 43% govern-
ment-owned, is expected to an-
nounce plans to insure some £200
billion in assets as early as Friday,
when it reports its 2008 results.
Other major British banks, such as
Barclays PLC and HSBC Holdings
PLC, have said they will review the
details of the plan before making a
decision.

Continued from first page
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Nissan to increase Japanese car production
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Tata sets release
of Nano minicar
for March 23
By Ankur Relia

And Ameya Karve

MUMBAI—Tata Motors Ltd. has
set March 23 as the launch date for
its 100,000-rupee ($2,005) minicar,
about three months behind initial
schedule after the auto maker had to
relocate its factory late last year.

Bookings for the Nano, the
world’s cheapest passenger car, will
begin in the second week of April, In-
dia’s top-selling auto maker said.
The booking process and other de-
tails will be announced at the time
of launch, it added.

Tata Motors had originally
planned to launch the Nano in the
fourth quarter of 2008. But it had
to relocate its factory in the east-
ern state of West Bengal in October
following violent protests from a
political party and farmer groups
over the farmland taken over for
the plant.

The auto maker—which had in-
vested about 15 billion rupees for
the factory at Singur in West Bengal—
subsequently said it will invest
about 20 billion rupees in a factory
to produce the Nano in the western
Indian state of Gujarat.

The new factory will have an ini-
tial capacity to produce 250,000
cars per year, which can be doubled
at a later stage, Tata had said. How-
ever, the status of the new factory in
Gujarat isn’t currently known.

The company had earlier said it
will explore the possibility of manu-
facturing the initial batches of
Nanos at its existing factories at
Pune in western India and Pantna-
gar in northern India.

Nissan’s reduced production since September and customer sales have pared
inventories enough to permit the auto maker to increase output in March.
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China’s auto sales have been contracting since late summer. A worker bolted a tire at Daimler’s Beijing factory in October.

By Yoshio Takahashi

TOKYO—Nissan Motor Co. said
it will lift domestic auto output in
March compared with this month,
indicating that the Japanese car
maker is making progress cutting
inventories during a global slump.

Nissan, Japan’s third largest
auto maker by sales volume, has
been reducing production since
September in the face of a drastic
decline in global demand for its
cars. That effort has brought its in-
ventories down to levels where the
company feels comfortable increas-
ing output in March, a Nissan
spokesman said, without saying
how much output would increase.

With its planned output in-
crease next month, Nissan be-
comes one of the first Japanese
auto makers to put the brakes on
production cuts. Toyota Motor
Corp. said last week it expects to
raise its production at home in May
from April, while Mitsubishi Mo-
tors Corp. this week said it will
build more vehicles in Japan in
March.

Japanese auto makers, like their
international rivals, have been pum-
meled by the sharp decrease in glo-
bal demand for cars amid a world-
wide economic slowdown.

The most recent data show that
for the world auto industry as a
whole, U.S. auto sales plunged 37%
to a 27-year low in January, while
sales in Europe sank 27% and those
in Japan tumbled 28% in that
month. In 2008, industrywide glo-
bal auto sales dropped 8.7% to 63
million vehicles.

Such declines have caused prof-
its to disappear at Japanese auto
makers, including Nissan. The com-
pany, 44%-owned by France’s
Renault SA, expects to post a net

loss of 265 billion yen ($2.72 bil-
lion) in the year ending March, its
first loss in nine years.

In response to sagging auto de-
mand, Japan’s top three car makers—
Toyota, Honda Motor Co. and Nis-

san—plan sharp production cuts in
the quarter ending in March. Nis-
san aims for a reduction of 59%,
Toyota 54% and Honda 38%.

Through its planned output
cuts, Nissan aims to lower its glo-
bal inventories to 480,000 vehicles
by the end of March. This will be a
fall of 24% from 630,000 a year ear-
lier and a drop of 33% from the re-
cent peak of 720,000 at the end of
November.

As it plans to make more vehi-
cles in March, the maker of cars
such as the Tiida compact doesn’t
plan to suspend operations at its
Oppama plant near Tokyo next
month, the Nissan spokesman said.
This month it halted the plant’s op-
erations for nine-and-a-half days.

He declined to provide produc-
tion schedules for other domestic
plants next month.

Nissan’s March output plan in Ja-
pan follows a reduction in domestic
production by 59% from a year ear-
lier in January and plans to cut Ja-
pan output by more than 70% in Feb-
ruary.

By Norihiko Shirouzu

BEIJING—Daimler AG has won
approval to offer vehicle leases in
China, a senior executive said, a sign
that the country’s government plans
to help auto makers use financing
tools to stimulate demand for cars.

The financial arm of Daimler’s
Mercedes-Benz car unit received
the approval from the China Bank-
ing Regulatory Commission and
plans to start offering vehicle leas-
ing in Beijing next month, Ulrich
Walker, chairman and chief
executive of Daimler North-
east Asia, said in an inter-
view Thursday.

The German auto maker
expects to offer the new fi-
nancing option first to corpo-
rate customers, such as ho-
tels, gradually expanding to
other cities and private cus-
tomers by the end of the year.

Mercedes-Benz began in
2006 offering loans to cus-
tomers in China for vehicle
purchases. The leasing service will
let Chinese customers make monthly
payments to use the car for two to
three years, then return it to the com-
pany. Leasing is new in China, but Chi-
na’s government “is behind this type
of financial tool to stimulate demand
for cars,” Mr. Walker said.

China’s auto sales have been con-
tracting since late last summer, after
years of rapid growth. China’s central
government in late January unveiled
a package of stimulus measures
aimed at reviving auto demand, in-
cluding a lower sales-tax rate on
smaller cars and five billion yuan in
subsidies to encourage rural residents
to replace old vehicles. To accompany
those moves, the government said it
alsoplan to improve financing for con-
sumer purchases of vehicles.

“Leasing is very much a part of
the stimulus program,”
Mr. Walker said. In the cur-
rent weak economic envi-
ronment, Daimler believes
leasing will make it easier
for consumers to get cars
and have a “positive im-
pact” on sales, he said.

Extending credit for
cars can be risky in China.
Because of the dearth of
data on credit history of
consumers here, auto lend-
ing has been slow to ex-

pand. Only 10% of Mercedes Benz’s
customers in China currently use
loans to buy cars, compared to 50%
in the U.S. and Europe, according to
the company.

Mr. Walker said it is too early to
gauge how many additional sales
the new leasing program might gen-

erate. But “there’s a trend toward fi-
nancing more cars, especially in the
last three to four months,” he said.
“We expect our sales to grow here”

in part as a result of offering leasing.
He didn’t elaborate.

The China Banking Regulatory
Commission didn’t respond to a re-

quest for comment.
Last year, Mercedes-Benz sold

38,770 vehicles in China, up 44%
from 2007.

GKN swings to a loss as auto-parts business drops

Daimler cleared for car leasing in China
German auto maker expects to roll out new financing option first to corporate customers to stimulate demand

By Steve McGrath

LONDON—Automotive and aero-
space-components maker GKN PLC
swung to a net loss in 2008 and
warned of a further 2,400 job losses
as its markets continue to deterio-
rate.

GKN posted a full-year net loss of
£109 million ($155 million), com-
pared with a net profit of £196 mil-
lion a year earlier, even as revenue
rose 13% to £4.38 billion from £3.87
billion. GKN booked charges of £153
million for restructuring and £124

million for value adjustments on its
investments.

“We just need the world to start
buying more cars,” said Chief Execu-
tive Kevin Smith.

The global economic downturn
was particularly hard on GKN’s auto
markets last year. The company is
the world leader in producing drive-
shafts, the parts that transmit
torque and rotation from engine to
wheels. It also makes composite
parts for European Aeronautic De-
fence and Space Co.’s Airbus A380
and Boeing Co.’s 787 aircraft, compo-

nents for U.S. and European military
aircraft and other civil jets as well as
for jet engines.

GKN’s aerospace and off-high-
way divisions did well in 2008, re-
porting a rise in sales of 22% and
32%, respectively. But it warned
that these markets are weakening.

GKN said it expects the latest re-
structuring program to be com-
pleted by July 2010, costing it about
£140 million in cash and £150 mil-
lion in impairments. It is targeting a
£190 million reduction in operating
costs.

Ulrich Walker

CORPORATE NEWS

4 FRIDAY - SUNDAY, FEB. 27 - MARCH 1, 2009 T H E WA L L ST R E ET JO U R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.30 $24.09 0.38 1.60%
Alcoa AA 28.80 6.51 0.04 0.62%
AmExpress AXP 25.20 12.57 –0.50 –3.83%
BankAm BAC 432.60 5.32 0.16 3.10%
Boeing BA 8.50 32.71 –1.20 –3.54%
Caterpillar CAT 13.90 24.23 –0.80 –3.20%
Chevron CVX 15.10 63.17 –0.33 –0.52%
Citigroup C 250.90 2.46 –0.06 –2.38%
CocaCola KO 10.00 41.07 –1.30 –3.07%
Disney DIS 12.00 16.86 –0.50 –2.88%
DuPont DD 9.10 18.90 –0.33 –1.72%
ExxonMobil XOM 35.60 70.95 –1.10 –1.53%
GenElec GE 151.20 9.10 0.09 1.00%
GenMotor GM 16.10 2.38 –0.17 –6.67%
HewlettPk HPQ 20.50 30.24 0.12 0.40%
HomeDpt HD 22.10 20.64 0.33 1.62%
Intel INTC 66.90 12.71 –0.32 –2.46%
IBM IBM 16.90 88.97 3.07 3.57%
JPMorgChas JPM 119.70 23.05 1.32 6.07%
JohnsJohns JNJ 20.40 52.44 –1.52 –2.82%
KftFoods KFT 11.10 22.87 –0.97 –4.07%
McDonalds MCD 9.70 52.20 –1.59 –2.96%
Merck MRK 19.00 26.04 –1.87 –6.70%
Microsoft MSFT 79.80 16.42 –0.54 –3.18%
Pfizer PFE 71.80 12.70 –0.38 –2.91%
ProctGamb PG 12.90 48.97 –0.95 –1.90%
3M MMM 6.20 46.33 –0.28 –0.60%
UnitedTech UTX 7.60 41.10 –0.42 –1.01%
Verizon VZ 16.30 28.48 –0.07 –0.25%
WalMart WMT 22.30 48.25 –0.96 –1.95%

Dow Jones Industrial Average P/E: 17
LAST: 7182.08 t 88.81, or 1.22%

YEAR TO DATE: t 1,594.31, or 18.2%

OVER 52 WEEKS t 5,400.10, or 42.9%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $454 8.1% 18% 49% 30% 3%

Bank of America - Merrill Lynch 404 7.2% 15% 37% 39% 9%

Citi 380 6.8% 17% 40% 35% 8%

Goldman Sachs 338 6.0% 8% 31% 53% 7%

UBS 336 6.0% 24% 27% 42% 7%

Morgan Stanley 308 5.5% 21% 34% 45% …%

Barclays Capital 244 4.3% 2% 76% 20% 2%

Deutsche Bank 243 4.3% 14% 61% 15% 10%

RBS 217 3.8% 13% 59% 15% 13%

Source: Dealogic

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

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

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

TUI AG "1,750" –59 147 78 Raiffeisen Zentralbank Oesterreich  430 7 55 190

Contl AG "1,461" –56 185 570 Bawag 254 7 21 54

Valeo 568 –44 –4 8 Wendel 1108 8 291 410

Barclays Bk  206 –34 –13 52 TeliaSonera  119 9 23 29

Tomkins  613 –32 4 54 Sol Melia  626 11 5 3

Fiat "1,369" –30 65 –146 Aegon  352 12 104 93

UniCredit  205 –26 –8 75 AB Volvo 542 13 96 118

Societe Air France 475 –23 –28 –81 Std Chartered Bk 310 15 49 115

Clariant AG 472 –19 –31 –32 SNS Bk 520 15 20 40

Alcatel Lucent "1,449" –19 19 70 Legal & Gen Gp 764 26 124 264

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $16.4 0.29 25.54% –91.4% –94.6%

ING Groep Netherlands Life Insurance 11.0 4.13 20.06 –81.9 –86.7

UBS Switzerland Banks 29.5 11.74 16.24 –63.0 –81.1

Deutsche Bk Germany Banks 15.9 21.90 14.33 –71.1 –76.5

Allianz SE Germany Full Line Insurance 31.9 55.25 12.41 –54.5 –59.2

Sanofi-Aventis France Pharmaceuticals $71.4 42.59 –2.51% –15.5 –40.1

Bayer Germany Specialty Chemicals 37.6 38.58 –2.18 –25.2 12.3

Astrazeneca U.K. Pharmaceuticals 49.2 23.57 –1.79 22.1 –10.6

Nestle Switzerland Food Products 124.3 37.88 –1.51 –24.6 –0.6

Novartis Switzerland Pharmaceuticals 103.3 45.64 –1.38 –16.3 –36.0

...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

BNP Paribas 31.6 27.20 12.14% –55.7% –64.6%
France (Banks)
Credit Suisse Grp 28.7 28.34 10.88 –47.0 –61.1
Switzerland (Banks)
Soc. Generale 19.4 26.24 8.86 –62.7 –76.1
France (Banks)
AXA 21.3 8.00 8.67 –65.4 –72.4
France (Full Line Insurance)
BASF 26.5 22.62 7.36 –46.9 –28.6
Germany (Commodity Chemicals)
Barclays 13.6 1.13 7.01 –76.8 –82.2
U.K. (Banks)
HSBC Hldgs 91.0 5.27 7.01 –32.4 –46.2
U.K. (Banks)
Banco Bilbao Vizcaya 29.0 6.06 6.50 –56.5 –64.3
Spain (Banks)
Banco Santander 52.4 5.14 6.42 –54.3 –54.9
Spain (Banks)
Intesa Sanpaolo 30.1 1.99 6.19 –55.8 –59.6
Italy (Banks)
UniCredit 17.3 1.02 6.01 –79.7 –83.2
Italy (Banks)
Telefonica 88.8 14.80 5.87 –23.5 12.7
Spain (Fixed Line Telecoms)
ABB 28.0 14.06 4.77 –47.2 –10.3
Switzerland (Industrial Machinery)
Deutsche Telekom 52.7 9.48 4.58 –24.4 –30.3
Germany (Mobile Telecoms)
Rio Tinto 27.0 18.74 4.34 –67.5 –30.6
U.K. (General Mining)
Vodafone Grp 104.4 1.25 3.91 –22.7 11.5
U.K. (Mobile Telecoms)
L.M. Ericsson Tel B 24.4 73.10 3.39 8.0 –46.5
Sweden (Telecoms Equipment)
BHP Billiton 37.0 11.55 3.22 –30.1 19.3
U.K. (General Mining)
British Amer Tob 51.3 17.65 2.86 –7.9 26.3
U.K. (Tobacco)
Daimler 23.2 18.90 2.66 –66.7 –59.2
Germany (Automobiles)

France Telecom 58.3 17.49 2.58% –22.4% –3.5%
France (Fixed Line Telecoms)
GDF Suez 71.2 25.48 2.45 –32.7 –12.0
France (Multiutilities)
Siemens 48.6 41.66 2.36 –52.9 –45.4
Germany (Diversified Industrials)
Koninklijke Philips 16.9 13.15 2.33 –49.8 –51.6
Netherlands (Consumer Electronics)
Assicurazioni Genli 22.8 12.67 2.18 –56.3 –53.0
Italy (Full Line Insurance)
Tesco 38.2 3.38 2.02 –15.7 0.5
U.K. (Food Retailers & Wholesalers)
Iberdrola 34.3 5.38 1.51 –44.4 –18.8
Spain (Conventional Electricity)
ENI 81.4 15.94 1.27 –31.1 –31.2
Italy (Integrated Oil & Gas)
Anglo Amer 19.8 10.26 1.08 –68.9 –53.0
U.K. (General Mining)
ArcelorMittal 29.8 16.12 0.69 –68.6 ...
Luxembourg (Iron & Steel)
Total 115.3 38.14 0.43 –24.4 –26.7
France (Integrated Oil & Gas)
Nokia 37.4 7.71 ... –69.1 –51.4
Finland (Telecoms Equipment)
Roche Hldg Pt. Ct. 80.0 133.00 –0.52 –35.4 –32.0
Switzerland (Pharmaceuticals)
Royal Dutch Shell 80.6 17.82 –0.67 –25.6 –30.5
U.K. (Integrated Oil & Gas)
E.ON 52.3 20.50 –0.73 –50.7 –30.7
Germany (Multiutilities)
Unilever 33.0 15.12 –0.82 –27.2 –22.1
Netherlands (Food Products)
Diageo 32.8 8.28 –0.90 –21.8 –6.6
U.K. (Distillers & Vintners)
SAP 40.5 25.90 –1.09 –20.0 –39.6
Germany (Software)
BP 136.3 4.59 –1.13 –16.2 –27.7
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 88.6 10.80 –1.28 –4.3 –26.5
U.K. (Pharmaceuticals)

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 -0.82% -0.53% 2.2% 1.5% -6.5%
Event Driven 0.03% 0.31% -3.7% 1.8% -26.3%
Distressed Securities 0.50% -2.47% -12.4% -5.4% -37.8%

*Estimates as of 02/25/09, 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 1.80 97.37% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.92 93.07 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.67 84.00 0.06 11.20 5.74 9.21

Asia ex-Japan IG: 10/1 4.34 90.69 0.02 6.63 1.99 3.63

Japan: 10/1 4.79 86.59 0.02 5.58 1.58 3.04

 Note: Data as of February 25

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.
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Ferré firm in bankruptcy
IT Holding becomes
victim to downturn
in high-end fashion

By Ben Worthen

And Jessica E. Vascellaro

When Google Inc.’s online-email
service shut off for more than two
hours earlier this week, it brought
to light concerns about whether
businesses can safely rely on soft-
ware that their employees access
over the Internet.

Online software services like
Google’s Gmail—which run on vast
computer farms managed by compa-
nies like Google and Salesforce.com
Inc., rather than businesses install-
ing and operating the software
themselves—are a bright spot for
the technology sector: Sales grew
27% in 2008 to $6.4 billion, accord-
ing to research company Gartner.
Such services are also often cheaper
to operate and easier to get started
on, making them attractive options
during a recession.

Google’s Gmail is one of the most
widely used pieces of online soft-
ware. Most users are familiar with
the free version. Google also sells a
suite of online-software services, in-
cluding an advanced version of
Gmail, to companies for $50 a year
per user account.

But companies are finding that
going online to do business-comput-
ing tasks via services like Google’s
or similar ones offered by Amazon.
com Inc. and Salesforce.com, among
others, comes with a risk: When
something goes wrong, customers
must sit idly waiting for someone
else to fix the problem.

“Any time there is a failure it cre-
ates concern,” said John Dohm, vice
president of information technol-
ogy at True Religion Apparel Inc.

In early February, the online
warehouse-management system
that True Religion uses was unavail-

able for two hours, making it impos-
sible for the Vernon, Calif., company
to fill orders. “There was nothing I
could do about it,” said Mr. Dohm.

The latest Gmail outage, which
wiped out the service for 2µ hours
beginning at 4:30 a.m. New York
time morning, was caused by some
new software having the unex-
pected side effect of triggering a
bug in the Gmail code. That caused a
data center to become overloaded
when users were directed to it, said
Dave Girouard, president of Goo-
gle’s enterprise division, in an inter-
view Wednesday.

Google said it affected a large
number of the tens of millions of peo-
ple world-wide who use the service.

Hundreds of Gmail users flooded
Google’s product-support message
board while the service was down.
Wrote one: “its just appalling—I’m
on deadline.” Another user, identi-
fied as being in Spain, wrote: “get this
going as I have a deadline to meet.”

Such mishaps are inevitable with
early-stage technologies, Mr. Gir-
ouard said, adding that Google is
working hard to eliminate them.

Gmail glitch points up
online-software pitfalls

Air-cargo traffic tumbles 23%

By Stacy Meichtry

ROME—IT Holding SpA, owner
of the Gianfranco Ferré label, was
placed in bankruptcy administra-
tion, a victim of the recession that is
squeezing luxury-goods companies
world-wide.

The Italian government will
place IT Holding under the supervi-
sion of three government-appointed
administrators who aim to keep the
group operating, Industry Minister
Claudio Scajola said in a prepared
statement Thursday.

The move paves the way for the
possible sale of IT Holding’s brands,
which also include the Malo label, ac-
cording to a person familiar with the
matter. Over the next few months,
the administrators will draw up a re-
structuring plan aimed at helping IT
Holding regain its financial footing
through the potential sale of assets,
this person said.

IT Holding’s financial disarray
shows how the decline in spending
on pricey clothes world-wide is crip-
pling luxury firms and manufactur-
ers. IT Holding racked up more than
Œ295 million ($375 million) in net
debt to finance the expansion of
Ferré and Malo, opening new stores
and throwing costly fashion shows
and parties.

Through its Ittierre licensing
unit, IT Holding also made and sold
clothing lines for other top Italian de-
signers, such as Roberto Cavalli and
Donatella Versace.

As luxury sales fell last year, how-
ever, IT Holding was unable to ser-

vice its debt or make royalty pay-
ments to designers, such as Mr. Cav-
alli. IT Holding posted a net loss of
Œ10 million for the first nine month
of last year on sales of Œ468 million.

The financial shortfall prompted
IT Holding to place the licensing unit
in bankruptcy protection in early Feb-
ruary, leaving the clothing lines it
produces under license in limbo just
weeks before the start of Milan fash-
ion week Thursday. On Wednesday It-
tierre secured a Œ30 million line of
credit from Italian banks including
Intesa Sanpaolo SpA and UniCredit
SpA, allowing the unit to continue op-
erating under bankruptcy protec-
tion, Ittierre said.

The financial lifeline, however,
came too late to allay the concerns of
at least one Italian designer. Mr. Cav-
alli Tuesday pulled the plug on a Mi-
lan fashion planned for Thursday for
the Just Cavalli brand.

IT Holding has begun cutting
back on shows for some of the
brands it owns.

IT Holding’s journey into bank-
ruptcy protection is the latest chap-
ter in a series of setbacks that have
hobbled the company in recent
years. In June 2007, the namesake de-
signer and founder of Gianfranco
Ferré died of a stroke, forcing IT Hold-
ing to scramble to find a successor
who could appeal to the brand’s cus-
tomers. The search stumbled with
the hiring and subsequent firing of
Swedish designer Lars Nilsson. The
label is now designed by Tommaso
Aquilano and Roberto Rimondi, who
formerly designed for Malo.

Shanghai Air gets $146.2 million lift

A model displays part of Gianfranco
Ferré’s Spring/Summer ’09 collection.

CORPORATE NEWS

R
eu
te
rs

Source: Gartner

Out of office
Projected sales of online 
business software, in billions

Projections
2007 ’08 ’09 ’10 ’11

$12

9

6

3

0

By Monica Mark

LONDON—The slump in interna-
tional passenger and freight travel
deepened in January for the third
consecutive month—outweighing
the benefits of lower fuel prices and
airline-capacity cuts. And the down-
turn will continue, the International
Air Transport Association said.

Passenger traffic declined 5.6%
from a year earlier, compared with a
4.6% drop in December. Cargo mar-
kets continued an “alarming” slump,
down 23%, the association said.

“Alarm bells are ringing every-
where. The industry is in a global cri-
sis and we have not yet seen the bot-

tom,” IATA Chief Executive Gio-
vanni Bisignani said Thursday.

The IATA, which represents
about 230 airlines constituting
93% of global scheduled air traffic,
kept its forecasts for global airline
losses this year. It expects reve-
nues to fall to $500 billion, down
$35 billion, leading to a $2.5 billion
loss for the industry.

Mr. Bisignani again called on
governments to reduce regulatory-
tax burdens on airlines—singling
out the U.K. for a planned increase
in air-passenger duty and the Neth-
erlands for its planned departure
tax—and to remove laws that pre-
vent or hinder cross-border and

cross-region takeovers.
Asian carriers, which represent

around two fifths of the global cargo
market, led January’s fall, reporting
a 28% drop. IATA said the overall
cargo market will contract further
as manufacturers continued to shed
inventory and cut production.

Asia also led the decline in pas-
senger demand with an 8.4% drop.
North American and European pas-
senger-traffic demand declined
6.2% and 5.7%, respectively. Latin
America saw a 1.4% fall, while de-
mand in Africa fell 2.6%. The Middle
East was the only region where traf-
fic rose, climbing 3.1%.

By Patricia Jiayi Ho

BEIJING—Shanghai Airlines Co.
bucked the market downtrend Thurs-
day after unveiling a 999.9 million
yuan ($146.2 million) capital injec-
tion from the Shanghai government.

It is the latest Chinese air carrier
to get government help in an indus-
try hit by fuel-hedging losses and
weakening international demand.

Shanghai Airlines’ stock rose 2.9%
to 5.39 yuan on its first day of trading
since it suspended its shares Feb. 5,
pending the disclosure of the fund in-
jection. The Shanghai Composite In-
dex fell 3.9% Thursday to 2121.25.

Analysts said China’s aviation in-
dustry faces a difficult period de-
spite government assistance and
falling oil prices, as the global finan-
cial crisis hurts revenue.

“The amount is enough for the
airline to plug its financial holes,”

said China Securities Co. analyst Li
Lei. “Smaller airlines, such as
Shanghai Airlines, are always more
vulnerable to a downturn in the avia-
tion industry.”

Shanghai Airlines’ fair-value loss
from fuel-hedging contracts totaled
170 million yuan as of Dec. 31.

The company faces the risk of be-
ing delisted from the stock exchange if
it can’t return to profit this year after
postingtwoyearsoflosses,Mr.Lisaid.

The airline said in January that
its 2008 net loss was likely to be
more than double its 2007 net loss
of 435 million yuan because of bad
bets on fuel prices and weak de-
mand. It is scheduled to report its re-
sults April 30.

Shanghai Airlines said Thursday
it will sell about 222.2 million shares
at 4.50 yuan each to Jinjiang Interna-
tional Holdings Co., a part of the
State-Owned Assets Supervision and

Administration Commission of the
Shanghai Municipal Government.

The carrier said its gearing ratio, a
measure of the company’s debt, will
drop by 5.9 percentage points from
91.35% after the capital injection.

China Eastern Airlines Corp. ear-
lier said it will get a seven billion
yuan injection from the govern-
ment, and China Southern Airlines
Co. will get three billion yuan.

Separately, China Eastern’s chair-
man, Liu Shaoyong, said on the side-
lines of a shareholders’ meeting
Thursday that the carrier is in talks
with Airbus to delay delivery of
some planes. China Eastern said in
February that it aims to limit its
2009 jet deliveries to 13, though
nearly 30 planes are scheduled for
delivery this year under existing con-
tracts with Boeing Co. and Airbus.

—Jin Jing and Rose Yu
contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

3.99% 9 World -a % % 144.58 0.73% –48.9% 6.85% 9 U.S. Select Dividend -b % % 437.66 1.89% –45.5%

3.16% 11 Global Dow 929.60 –0.17% –41.5% 1263.33 0.62% –50.7% 5.18% 12 Infrastructure 1148.90 –0.43% –32.4% 1399.54 0.21% –43.1%

5.27% 9 Stoxx 600 176.10 2.22% –45.5% 167.73 2.66% –54.2% 2.89% 5 Luxury 521.70 0.20% –45.1% 565.97 1.00% –53.7%

5.34% 9 Stoxx Large 200 191.00 2.35% –45.1% 180.93 2.79% –53.9% 2.66% 15 BRIC 50 239.60 –0.33% –52.0% 292.32 0.46% –59.5%

4.76% 11 Stoxx Mid 200 155.10 1.41% –46.2% 146.84 1.85% –54.8% 3.97% 3 Africa 50 548.40 0.13% –50.9% 444.70 0.78% –58.7%

5.32% 9 Stoxx Small 200 93.50 1.87% –49.5% 88.49 2.31% –57.6% 8.32% 4 GCC % % 1016.93 –0.53% –65.6%

5.34% 8 Euro Stoxx 187.40 2.31% –48.2% 178.46 2.75% –56.5% 4.99% 8 Sustainability 590.50 1.38% –41.5% 636.43 1.95% –50.8%

5.38% 7 Euro Stoxx Large 200 200.70 2.51% –48.4% 189.89 2.96% –56.6% 3.13% 9 Islamic Market -a % % 1302.87 0.33% –43.3%

5.02% 9 Euro Stoxx Mid 200 173.60 1.17% –46.5% 164.23 1.60% –55.1% 3.50% 9 Islamic Market 100 1397.30 0.39% –25.7% 1526.59 0.95% –37.5%

5.43% 9 Euro Stoxx Small 200 101.90 1.78% –50.1% 96.36 2.22% –58.1% 3.50% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1039.90 2.91% –60.5% 1134.69 3.35% –66.8% 3.06% 11 Wilshire 5000 % % 7843.01 1.31% –43.2%

7.91% 6 Euro Stoxx Select Div 30 1125.30 3.24% –60.5% 1232.70 3.69% –66.9% % DJ-AIG Commodity 114.90 0.59% –41.5% 106.38 1.02% –50.9%

*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 1.5315 2.2006 1.3129 0.1717 0.0430 0.2217 0.0156 0.3658 1.9545 0.2623 1.2322 ...

 Canada 1.2429 1.7859 1.0655 0.1393 0.0349 0.1799 0.0126 0.2968 1.5862 0.2129 ... 0.8116

 Denmark 5.8382 8.3889 5.0049 0.6544 0.1638 0.8451 0.0593 1.3944 7.4507 ... 4.6972 3.8121

 Euro 0.7836 1.1259 0.6717 0.0878 0.0220 0.1134 0.0080 0.1871 ... 0.1342 0.6304 0.5116

 Israel 4.1870 6.0163 3.5894 0.4693 0.1174 0.6061 0.0426 ... 5.3434 0.7172 3.3687 2.7339

 Japan 98.3800 141.3622 84.3378 11.0266 2.7594 14.2415 ... 23.4965 125.5526 16.8511 79.1536 64.2372

 Norway 6.9080 9.9261 5.9220 0.7743 0.1938 ... 0.0702 1.6499 8.8160 1.1832 5.5580 4.5106

 Russia 35.6526 51.2292 30.5637 3.9960 ... 5.1611 0.3624 8.5151 45.4998 6.1068 28.6850 23.2794

 Sweden 8.9221 12.8202 7.6486 ... 0.2503 1.2916 0.0907 2.1309 11.3864 1.5282 7.1785 5.8257

 Switzerland 1.1665 1.6761 ... 0.1307 0.0327 0.1689 0.0119 0.2786 1.4887 0.1998 0.9385 0.7617

 U.K. 0.6959 ... 0.5966 0.0780 0.0195 0.1007 0.0071 0.1662 0.8882 0.1192 0.5599 0.4544

 U.S. ... 1.4369 0.8573 0.1121 0.0280 0.1448 0.0102 0.2388 1.2762 0.1713 0.8046 0.6529

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 370.50 –1.75 –0.47% 822.00 315.75
Soybeans (cents/bu.) CBOT 868.50 –11.50 –1.31 1,644.50 786.50
Wheat (cents/bu.) CBOT 525.00 –10.75 –2.01 1,190.00 484.25
Live cattle (cents/lb.) CME 85.825 0.975 1.15% 119.200 82.400
Cocoa ($/ton) ICE-US 2,404 –36 –1.48 3,214 1,910
Coffee (cents/lb.) ICE-US 113.15 0.30 0.27 181.50 105.00
Sugar (cents/lb.) ICE-US 13.90 0.48 3.58 15.95 9.94
Cotton (cents/lb.) ICE-US 44.24 0.68 1.56 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,890.00 –4 –0.21 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,785 –12 –0.67 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,572 –5 –0.32 2,390 1,556

Copper (cents/lb.) COMEX 157.90 4.20 2.73 388.00 127.10
Gold ($/troy oz.) COMEX 942.60 –23.60 –2.44 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1297.50 –93.50 –6.72 2,130.00 865.00
Aluminum ($/ton) LME 1,353.00 23.00 1.73 3,340.00 1,288.00
Tin ($/ton) LME 10,795.00 40.00 0.37 25,450.00 9,750.00
Copper ($/ton) LME 3,465.00 76.00 2.24 8,811.00 2,815.00
Lead ($/ton) LME 1,049.00 29.00 2.84 3,460.00 870.00
Zinc ($/ton) LME 1,144.50 21.50 1.91 2,840.00 1,065.00
Nickel ($/ton) LME 10,200 375 3.82 33,600 9,000

Crude oil ($/bbl.) NYMEX 45.22 2.72 6.40 141.45 37.12
Heating oil ($/gal.) NYMEX 1.2940 0.0598 4.85 4.2500 1.1359
RBOB gasoline ($/gal.) NYMEX 1.3895 0.1238 9.78 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.077 0.048 1.19 12.002 3.957
Brent crude ($/bbl.) ICE-EU 46.51 2.22 5.01 150.45 39.35
Gas oil ($/ton) ICE-EU 407.00 23.75 6.20 1,350.75 367.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 26
Per In

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

Argentina peso-a 4.5386 0.2203 3.5563 0.2812

Brazil real 2.9953 0.3339 2.3471 0.4261

Canada dollar 1.5862 0.6304 1.2429 0.8046
1-mo. forward 1.5864 0.6304 1.2430 0.8045

3-mos. forward 1.5856 0.6307 1.2424 0.8049
6-mos. forward 1.5838 0.6314 1.2410 0.8058

Chile peso 758.51 0.001318 594.35 0.001683
Colombia peso 3258.20 0.0003069 2553.05 0.0003917

Ecuador US dollar-f 1.2762 0.7836 1 1
Mexico peso-a 19.0024 0.0526 14.8898 0.0672

Peru sol 4.1362 0.2418 3.2410 0.3085
Uruguay peso-e 29.735 0.0336 23.300 0.0429

U.S. dollar 1.2762 0.7836 1 1
Venezuela bolivar 2.74 0.364912 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9545 0.5116 1.5315 0.6530
China yuan 8.7282 0.1146 6.8392 0.1462

Hong Kong dollar 9.8954 0.1011 7.7538 0.1290
India rupee 64.2631 0.0156 50.3550 0.0199

Indonesia rupiah 15282 0.0000654 11975 0.0000835
Japan yen 125.55 0.007965 98.38 0.010165

1-mo. forward 125.49 0.007968 98.33 0.010169
3-mos. forward 125.31 0.007980 98.19 0.010184

6-mos. forward 124.96 0.008003 97.91 0.010213
Malaysia ringgit-c 4.6843 0.2135 3.6705 0.2724

New Zealand dollar 2.4970 0.4005 1.9566 0.5111
Pakistan rupee 101.930 0.0098 79.870 0.0125

Philippines peso 61.672 0.0162 48.325 0.0207
Singapore dollar 1.9608 0.5100 1.5364 0.6509

South Korea won 1925.15 0.0005194 1508.50 0.0006629
Taiwan dollar 44.483 0.02248 34.856 0.02869
Thailand baht 45.873 0.02180 35.945 0.02782

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

Euro zone euro 1 1 0.7836 1.2762

1-mo. forward 1.0003 0.9997 0.7838 1.2759

3-mos. forward 1.0003 0.9997 0.7838 1.2758

6-mos. forward 0.9999 1.0001 0.7835 1.2763

Czech Rep. koruna-b 28.157 0.0355 22.064 0.0453

Denmark krone 7.4507 0.1342 5.8382 0.1713

Hungary forint 299.88 0.003335 234.98 0.004256

Norway krone 8.8160 0.1134 6.9080 0.1448

Poland zloty 4.6812 0.2136 3.6681 0.2726

Russia ruble-d 45.500 0.02198 35.653 0.02805

Sweden krona 11.3864 0.0878 8.9221 0.1121

Switzerland franc 1.4887 0.6717 1.1665 0.8573

1-mo. forward 1.4879 0.6721 1.1659 0.8577

3-mos. forward 1.4855 0.6732 1.1640 0.8591

6-mos. forward 1.4815 0.6750 1.1609 0.8614

Turkey lira 2.1448 0.4662 1.6807 0.5950

U.K. pound 0.8882 1.1259 0.6959 1.4369

1-mo. forward 0.8882 1.1258 0.6960 1.4368

3-mos. forward 0.8882 1.1258 0.6960 1.4368

6-mos. forward 0.8882 1.1259 0.6960 1.4368

MIDDLE EAST/AFRICA
Bahrain dinar 0.4811 2.0787 0.3770 2.6529

Egypt pound-a 7.1403 0.1400 5.5950 0.1787

Israel shekel 5.3434 0.1871 4.1870 0.2388

Jordan dinar 0.9048 1.1052 0.7090 1.4104

Kuwait dinar 0.3746 2.6698 0.2935 3.4072

Lebanon pound 1914.94 0.0005222 1500.50 0.0006665

Saudi Arabia riyal 4.7863 0.2089 3.7504 0.2666

South Africa rand 12.5623 0.0796 9.8435 0.1016

United Arab dirham 4.6874 0.2133 3.6730 0.2723

SDR -f 0.8666 1.1540 0.6790 1.4727

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 9 EUROPE DJ Stoxx 600 176.14 3.83 2.22% –10.5% –45.5%

 8 DJ Stoxx 50 1811.34 41.66 2.35 –12.3% –44.1%

 8 Euro Zone DJ Euro Stoxx 187.41 4.23 2.31 –15.9% –48.2%

 7 DJ Euro Stoxx 50 2021.14 55.88 2.84 –17.6% –46.6%

 4 Austria ATX 1482.71 31.85 2.20 –15.3% –62.0%

 6 Belgium Bel-20 1688.15 7.02 0.42 –11.6% –55.1%

 5 Czech Republic PX 642.8 0.7 0.11 –25.1% –59.1%

 10 Denmark OMX Copenhagen 225.17 4.98 2.26 –0.5% –45.9%

 7 Finland OMX Helsinki 4446.11 58.35 1.33 –17.7% –59.3%

 8 France CAC-40 2744.84 47.92 1.78 –14.7% –43.6%

 9 Germany DAX 3942.62 96.41 2.51 –18.0% –42.5%

 … Hungary BUX 10388.92 502.01 5.08 –15.1% –56.2%

 2 Ireland ISEQ 2050.10 –2.76 –0.13% –12.5% –68.6%

 5 Italy S&P/MIB 15664 446 2.93 –19.5% –54.0%

 … Netherlands AEX 223.67 2.98 1.35 –9.1% –50.6%

 6 Norway All-Shares 264.03 9.91 3.90 –2.3% –47.3%

 17 Poland WIG 21923.27 500.35 2.34 –19.5% –54.8%

 9 Portugal PSI 20 5976.40 125.22 2.14 –5.8% –45.5%

 … Russia RTSI 547.55 9.44 1.75% –13.3% –73.7%

 7 Spain IBEX 35 7811.7 299.6 3.99 –15.1% –41.1%

 15 Sweden OMX Stockholm 198.40 7.29 3.81 –2.8% –38.3%

 9 Switzerland SMI 4770.78 68.28 1.45 –13.8% –37.7%

 … Turkey ISE National 100 24168.57 16.23 0.07 –10.0% –47.3%

 8 U.K. FTSE 100 3915.64 66.66 1.73 –11.7% –34.4%

 9 ASIA-PACIFIC DJ Asia-Pacific 77.35 –0.83 –1.06% –17.4% –48.9%

 … Australia SPX/ASX 200 3345.5 18.0 0.54 –10.1% –40.8%

 … China CBN 600 18001.90 –1010.88 –5.32 21.9% –51.1%

 8 Hong Kong Hang Seng 12894.94 –110.14 –0.85 –10.4% –47.6%

 11 India Sensex 8954.86 52.30 0.59 –7.2% –49.8%

 … Japan Nikkei Stock Average 7457.93 –3.29 –0.04 –15.8% –46.4%

 … Singapore Straits Times 1617.44 0.65 0.04 –8.2% –47.4%

 11 South Korea Kospi 1054.79 –12.29 –1.15 –6.2% –39.2%

 9 AMERICAS DJ Americas 194.54 0.93 0.48 –14.0% –44.8%

 … Brazil Bovespa 38391.36 159.78 0.42 3.5% –40.5%

 11 Mexico IPC 18048.28 –152.42 –0.84 –17.9% –39.7%

*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 26, 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* 190.30 –0.41%–16.4% –48.6%

4.00% 9 World (Developed Markets) 763.81 –0.52%–17.0% –47.9%

3.60% 10 World ex-EMU 90.89 –0.43%–15.5% –46.1%

3.90% 10 World ex-UK 764.25 –0.53%–17.3% –47.3%

5.00% 8 EAFE 994.35 0.05%–19.6% –51.4%

4.20% 8 Emerging Markets (EM) 505.43 0.53%–10.9% –53.6%

5.60% 7 EUROPE 60.27 –0.33%–13.2% –46.5%

6.30% 7 EMU 106.86 –1.05%–24.8% –56.6%

5.70% 8 Europe ex-UK 64.99 –0.50%–16.2% –46.8%

7.80% 5 Europe Value 63.42 –0.17%–18.2% –52.2%

3.70% 10 Europe Growth 55.32 –0.47% –8.5% –40.6%

5.50% 7 Europe Small Cap 95.53 0.81% –5.4% –49.6%

4.80% 3 EM Europe 136.45 0.60%–14.1% –65.7%

5.50% 6 UK 1,138.15 0.88%–13.4% –35.0%

5.60% 8 Nordic Countries 87.15 –0.64%–11.1% –51.3%

3.70% 3 Russia 372.56 1.06% –9.6% –70.4%

4.70% 10 South Africa 525.89 0.52% –9.2% –22.5%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 217.26 0.81%–12.2% –53.0%

2.90% 11 Japan 459.52 2.30%–13.3% –46.2%

3.40% 9 China 37.62 1.32% –7.8% –43.8%

1.80% 10 India 339.89 0.98% –7.9% –53.5%

2.40% 9 Korea 292.60 0.58% –4.7% –34.5%

9.30% 7 Taiwan 170.36 1.69% –1.7% –42.5%

3.00% 13 US BROAD MARKET 833.45 –1.18%–15.2% –44.3%

2.50% 56 US Small Cap 1,011.71 –2.18%–18.9% –45.6%

4.00% 9 EM LATIN AMERICA 1,965.45 –0.68% –5.4% –52.3%

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

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

MADRID—Telefónica SA Thurs-
day posted an 89% jump in its fourth-
quarter net profit from a year earlier,
when earnings were hurt by restruc-
turing costs, but lowered its forecast
for 2009 as it refocuses amid the eco-
nomic slowdown in some key mar-
kets.

Madrid-based Telefónica, Spain’s
largest telecommunications com-
pany by market capitalization and
subscribers, said net profit was Œ2 bil-
lion ($2.54 billion) from Œ1.06 billion
a year earlier.

Telefónica took a Œ146 million
write-down in the latest quarter
from its indirect stake in Telecom Ita-
lia SpA. It didn’t break out the total
amount of the year-earlier restruc-
turing expenses.

Total revenue rose 2.6% to Œ14.8
billion.

Looking ahead, Telefónica said it
expects operating income before de-

preciation and amortization, and rev-
enue to increase between 1% and 3%.

Telefónica also reiterated a goal
to earn Œ2.304 a share in 2010, and
forecast growth in operating cash
flow of between 8% and 11% in 2009.

Still, the company said the eco-
nomic scenario had become “more
complex.” Telefónica has been
forced to lower mobile and high-
speed Internet rates in the face of
stiffer competition and as consum-
ers look for less-expensive alterna-
tives amid a sharp economic decline
in key markets, such as its home
country, Spain.

To adjust to the new economic
picture, Telefónica said it will scale
back capital spending to Œ7.5 billion
in 2009 from Œ8.6 billion last year.

In January, rival Vodafone Group
PLC warned that full-year revenue
would fall short of its forecasts and
unveiled plans to cut £1 billion
($1.42 billion) in costs. The com-
pany also put the brakes on its ex-

pansion plan in emerging markets.
“Telefónica has turned in a good

set of results,” said Espírito Santo
analyst Sandra Sousa. She said the
company is hunkering down to fo-
cus on cash preservation, with its
main challenge likely to come from
worsening foreign-exchange effects
because of the weakness of the
pound and some Latin American cur-
rencies against the euro.

Société Générale SA said the re-
sults were solid, but the 2009 out-
look is a disappointment.

Latin America remained resil-
ient, with revenue up 8.5% in the lat-
est quarter to Œ5.9 billion. Still, ana-
lysts say recent currency fluctua-
tions and stiffer competition in Bra-
zil are likely to decrease the region’s
contribution in the future.

Telefónica’s home market,
Spain, has been one of the hardest
hit by the economic downturn. Slow-
ing uptake of mobile phone and DSL
Internet net adds led to a 1.7% fall in

quarterly revenue at the Spanish op-
erations to Œ5.13 billion.

In the rest of Europe, where the
company operates under the O2
brand, revenue fell 1.7% to Œ3.62 bil-
lion. The bulk of the unit’s revenue
comes from the U.K. and Germany.

Telefónica had roughly 259 mil-
lion customers at the end of Decem-
ber, up 13% from a year earlier.

Telefónica’s profit soars 89% Strong reception
Telefónica’s net profit, in billions

Source: the company
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By Maarten van Tartwijk

And Monica Mark

Netherlands-based recruiter
Randstad NV swung to a fourth-
quarter net loss, in part because of
a charge tied to its takeover of rival
Vedior, and said demand for both
white- and blue-collar workers de-
clined.

Randstad, one of the world’s big-
gest employment agencies, said
that visibility remained low for the
first quarter of 2009, and warned
that with revenue rapidly decelerat-
ing, it would even be challenging to
maintain targets for profit margins
typical in earlier downturns.

The unprecedented drop in de-
mand in the fourth quarter of 2008
and January 2009 “reflects the ma-
jor economic difficulties our clients
currently face,” said Chief Execu-
tive Ben Noteboom.

The employment agency posted
a net loss of Œ233 million ($297.4
million) for the three months ended
Dec. 31, compared with a net profit
of Œ118.5 million a year earlier.

Randstad said it booked a Œ500
goodwill impairment on its Vedior
business and expects to book an ad-
ditional Œ25 million restructuring
charge in the first quarter related
to its French operations. Randstad
acquired Dutch rival Vedior in May
in a Œ3.2 billion deal.

Chief Financial Officer Robert-
Jan van de Kraats said the Œ500 mil-
lion impairment was based on a
worst-case scenario for the staffing
sector in coming years.

Randstad’s revenue rose 63% to
Œ3.96 billion in the fourth quarter
from Œ2.43 billion a year earlier,
boosted by the acquisition of Ve-
dior. Stripping out the acquisition,
revenue would have decreased 14%.

The company said that the con-
traction in its business started in
September and has accelerated
since October.

Randstad’s revenue fell sharply
in all its markets in the fourth quar-
ter, especially in France, the U.K.
and Southern Europe. Its staffing
and in-house services were hit hard-
est, while its health-care and educa-
tion divisions, which are less af-
fected by the economy, maintained
growth.

Swiss rival Adecco SA’s sales fell
6% in the third quarter because of
declining demand, and the com-
pany said it wouldn’t meet its 2009
forecast. Adecco releases fourth-
quarter earnings March 4.

The downturn is taking a toll on
jobs in the 16 countries that share
the euro currency. The European
Commission, the European Union’s
executive arm, expects the euro-
zone unemployment rate to climb
to 9.3% this year from 7.5% last year.
In France, 90,200 workers lost their
jobs in January, the largest ever
monthly jump.

Separately, specialist U.K. re-
cruitment company Hays PLC said
demand for permanent placements
was continuing to weaken across all
regions, though temporary place-
ments were proving more resilient.
The company’s net profit fell 20% in
its fiscal first half, ended Dec. 31, to
£70.6 million ($100.2 million).

Hays Chief Executive Alistair
Cox said the group was focused on
increasing its market share in the
public sector, which represents
20% of the business globally. "Gov-
ernment spending is under pres-
sure, but it isn't necessarily about
'is the government growing?' but
about our ability to penetrate their
market share," he said.

CORPORATE NEWS

Randstad swings
to loss as demand
for workers falls
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LG Asian SmallerCo's AS EQ BMU 02/25 USD 50.41 –8.6 –63.0 –42.1
LG India EA EQ MUS 02/19 USD 27.72 –13.1 –62.9 –30.5
Siberian Investment Co EE EQ IRL 02/09 USD 22.38 37.9 –72.7 –45.4

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/25 EUR 22.07 –15.9 –66.1 –45.9
MP-TURKEY.SI OT OT SVN 02/25 EUR 18.05 –7.6 –57.0 –37.6

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 02/25 NA 8.74 0.2 –37.1 –18.2
Parex Caspian Sea Eq EU EQ LVA 02/25 EUR 2.12 1.0 –76.3 –54.0
Parex Eastern Europ Bd EU BD LVA 02/25 USD 8.74 0.2 –37.1 –18.2
Parex Russian Eq EE EQ LVA 02/25 USD 8.41 –2.9 –72.6 –41.8

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 02/26 USD 94.91 –14.4 –55.8 –27.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/26 USD 90.98 –14.5 –56.3 –28.2
PF (LUX)-Biotech-Pca OT EQ LUX 02/25 USD 284.40 –0.2 –10.8 –2.4
PF (LUX)-CHF Liq-Pca CH MM LUX 02/25 CHF 123.98 0.0 1.3 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/25 CHF 93.58 0.0 1.3 1.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/25 USD 75.16 –7.6 –37.0 –19.5
PF (LUX)-East Eu-Pca EU EQ LUX 02/25 EUR 121.76 –8.8 –72.5 –47.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/26 USD 81.76 –12.2 –61.7 –31.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/26 USD 272.66 –10.4 –60.5 –30.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/25 EUR 67.16 –12.2 –45.0 –30.5
PF (LUX)-EUR Bds-Pca EU BD LUX 02/25 EUR 370.29 –0.8 1.4 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/25 EUR 281.78 –0.8 1.4 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/25 EUR 124.95 0.0 –4.9 –3.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/25 EUR 87.84 0.0 –4.9 –3.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/25 EUR 96.37 6.9 –25.4 –20.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/25 EUR 55.87 6.9 –25.4 –20.3
PF (LUX)-EUR Liq-Pca EU MM LUX 02/25 EUR 135.10 0.3 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/25 EUR 97.36 0.3 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/25 EUR 102.13 0.3 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/25 EUR 100.77 0.3 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/25 EUR 271.41 –11.3 –48.2 –34.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/25 EUR 88.72 –12.3 –45.8 –33.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/25 USD 188.37 –0.6 –6.5 –1.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/25 USD 128.15 –0.6 –6.5 –1.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/25 USD 11.11 –13.4 –50.2 –32.0
PF (LUX)-Gr China-Pca AS EQ LUX 02/26 USD 192.40 –9.6 –48.9 –20.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/26 USD 168.56 –12.0 –62.5 –26.0
PF (LUX)-Jap Index-Pca JP EQ LUX 02/26 JPY 7030.22 –13.7 –45.8 –36.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/26 JPY 6328.61 –13.3 –47.5 –40.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/26 JPY 6171.38 –13.4 –47.9 –40.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/26 JPY 3418.46 –12.9 –44.8 –37.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/26 USD 138.67 –12.4 –52.6 –27.1
PF (LUX)-Piclife-Pca CH BA LUX 02/25 CHF 667.29 –3.2 –17.6 –12.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/25 EUR 38.75 –12.2 –42.9 –32.2
PF (LUX)-Rus Eq-Pca OT OT LUX 02/25 USD 20.23 –11.4 –78.4 NS
PF (LUX)-Security-Pca GL EQ LUX 02/25 USD 66.70 –6.6 –32.0 –21.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/25 EUR 315.36 –3.4 –44.1 –31.7
PF (LUX)-US Eq-Ica US EQ LUX 02/25 USD 71.76 –12.1 –40.6 –23.3
PF (LUX)-USA Index-Pca US EQ LUX 02/25 USD 61.59 –15.0 –43.3 –26.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/25 USD 511.89 –3.5 6.9 7.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/25 USD 375.61 –3.5 6.9 7.1
PF (LUX)-USD Liq-Pca US MM LUX 02/25 USD 130.37 0.1 1.9 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/25 USD 85.13 0.1 1.9 3.2

PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/25 USD 101.43 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/25 USD 100.72 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/25 EUR 98.30 –4.6 –31.6 –20.8
PF (LUX)-WldGovBds-Pca GL BD LUX 02/26 USD 152.65 –7.4 0.7 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/26 USD 126.35 –7.4 0.7 6.1
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 02/25 USD 7.31 –6.8 –40.1 –30.3
Japan Fund USD JP EQ IRL 02/26 USD 11.74 –20.1 –25.0 –21.5

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 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 –6.4 –60.4 –25.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/25 EUR 466.89 –17.1 –45.4 NS
Core Eurozone Eq B EU EQ IRL 02/25 EUR 531.64 –19.1 NS NS
Euro Fixed Income A EU BD IRL 02/25 EUR 1096.65 –3.1 –12.3 –7.3
Euro Fixed Income B EU BD IRL 02/25 EUR 1164.84 –3.0 –11.8 –6.8
Euro Small Cap A EU EQ IRL 02/25 EUR 802.95 –5.3 –48.9 –38.5
Euro Small Cap B EU EQ IRL 02/25 EUR 855.76 –5.2 –48.6 –38.1
Eurozone Agg Eq A EU EQ IRL 02/25 EUR 422.50 –15.0 –49.2 NS
Eurozone Agg Eq B EU EQ IRL 02/25 EUR 604.11 –14.9 –48.9 –34.1
Glbl Bd (EuroHdg) A GL BD IRL 02/25 EUR 1191.73 –0.5 –7.5 –3.8
Glbl Bd (EuroHdg) B GL BD IRL 02/25 EUR 1258.56 –0.4 –6.9 –3.2
Glbl Bd A EU BD IRL 02/25 EUR 1020.91 4.1 1.9 –1.8
Glbl Bd B EU BD IRL 02/25 EUR 1081.38 4.2 2.5 –1.2
Glbl Real Estate A OT EQ IRL 02/25 USD 492.83 –26.1 –59.0 –43.2
Glbl Real Estate B OT EQ IRL 02/25 USD 505.52 –26.0 –58.8 –42.9
Glbl Real Estate EH-A OT EQ IRL 02/25 EUR 476.25 –24.1 –56.5 –43.3
Glbl Real Estate SH-B OT EQ IRL 02/25 GBP 44.89 –24.3 –56.4 –42.6
Glbl Strategic Yield A EU BD IRL 02/25 EUR 1139.43 0.8 –21.9 –13.0
Glbl Strategic Yield B EU BD IRL 02/25 EUR 1213.09 0.9 –21.5 –12.5
Japan Equity A JP EQ IRL 02/25 JPY 8810.00 –14.8 –48.0 –37.6
Japan Equity B JP EQ IRL 02/25 JPY 9343.00 –14.7 –47.6 –37.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/25 USD 1112.51 –13.5 –53.7 –28.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/25 USD 1181.27 –13.4 –53.4 –28.0
Pan European Eq A EU EQ IRL 02/25 EUR 630.39 –12.3 –48.4 –33.4
Pan European Eq B EU EQ IRL 02/25 EUR 668.62 –12.2 –48.1 –33.0
US Equity A US EQ IRL 02/25 USD 571.51 –14.6 –46.4 –27.8
US Equity B US EQ IRL 02/25 USD 608.85 –14.5 –46.1 –27.3
US Small Cap A US EQ IRL 02/25 USD 832.91 –17.2 –46.9 –30.8
US Small Cap B US EQ IRL 02/25 USD 887.83 –17.1 –46.6 –30.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/26 SEK 55.54 –7.7 –46.1 –33.7
Choice Japan Fd JP EQ LUX 02/26 JPY 38.90 –13.5 –45.6 –37.8
Choice Jpn Chance/Risk JP EQ LUX 02/26 JPY 38.55 –13.9 –51.9 –38.7
Choice NthAmChance/Risk US EQ LUX 02/26 USD 2.66 –5.0 –44.7 –27.3
Europe 2 Fd EU EQ LUX 02/26 EUR 0.63 –9.8 –51.6 –35.8
Europe 3 Fd EU EQ LUX 02/26 GBP 2.46 –17.7 –42.4 –25.9
Global Chance/Risk Fd GL EQ LUX 02/26 EUR 0.45 –3.2 –37.0 –27.6
Global Fd GL EQ LUX 02/26 USD 1.42 –14.5 –47.6 –29.5
Intl Mixed Fd -C- NO BA LUX 02/26 USD 20.08 –12.6 –36.6 –20.2
Intl Mixed Fd -D- NO BA LUX 02/26 USD 14.17 –12.6 –36.6 –19.2
Wireless Fd OT EQ LUX 02/26 EUR 0.09 –1.7 –44.0 –26.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/26 USD 4.02 –11.3 –51.0 –26.9

Currency Alpha EUR -IC- OT OT LUX 02/26 EUR 10.71 –1.9 6.4 NS
Currency Alpha EUR -RC- OT OT LUX 02/26 EUR 10.65 –1.9 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 02/26 SEK 103.48 –2.0 6.1 NS
Currency Alpha SEK -RC- OT OT LUX 02/26 SEK 121.00 –1.9 6.0 NS
Generation Fd 80 OT OT LUX 02/26 SEK 6.27 –1.7 –28.0 NS
Nordic Focus EUR NO EQ LUX 02/26 EUR 48.40 –3.0 –44.9 NS
Nordic Focus NOK NO EQ LUX 02/26 NOK 53.14 –3.0 –44.9 NS
Nordic Focus SEK NO EQ LUX 02/26 SEK 58.56 –3.0 –44.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/26 USD 1.26 –9.7 –43.1 –27.1
Ethical Global Fd GL EQ LUX 02/26 USD 0.52 –15.9 –48.2 –30.9
Ethical Sweden Fd NO EQ LUX 02/26 SEK 27.30 –5.0 –34.0 –24.8
Europe Fd EU EQ LUX 02/26 USD 1.33 –6.2 –40.8 –28.7
Index Linked Bd Fd SEK OT BD LUX 02/26 SEK 13.09 0.2 4.0 4.1
Medical Fd OT EQ LUX 02/26 USD 2.63 –8.1 –27.2 –15.6
Short Medium Bd Fd SEK NO MM LUX 02/26 SEK 9.21 0.6 3.1 3.1
Technology Fd OT EQ LUX 02/26 USD 1.49 –4.3 –38.6 –22.4
World Fd NO BA LUX 02/26 USD 1.40 –15.3 –44.9 –22.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/26 EUR 1.27 0.2 1.9 2.1
Short Bond Fd SEK NO MM LUX 02/26 SEK 21.75 0.9 3.1 3.1
Short Bond Fd USD US MM LUX 02/26 USD 2.50 –0.1 1.4 2.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/26 SEK 9.98 –0.8 –2.7 –0.6
Alpha Bond Fd SEK -B- NO BD LUX 02/26 SEK 8.96 –0.8 –2.7 –0.7
Alpha Bond Fd SEK -C- NO BD LUX 02/26 SEK 25.00 –0.8 –2.8 –0.8
Alpha Bond Fd SEK -D- NO BD LUX 02/26 SEK 8.33 –0.8 –2.8 –0.8
Alpha Short Bd SEK -A- NO MM LUX 02/26 SEK 10.94 1.2 3.6 3.3
Alpha Short Bd SEK -B- NO MM LUX 02/26 SEK 10.26 1.2 3.6 3.3
Alpha Short Bd SEK -C- NO MM LUX 02/26 SEK 21.40 1.2 3.5 3.2
Alpha Short Bd SEK -D- NO MM LUX 02/26 SEK 8.90 1.2 3.5 3.2
Bond Fd SEK -C- NO BD LUX 02/26 SEK 41.85 0.7 9.4 5.8
Bond Fd SEK -D- NO BD LUX 02/26 SEK 12.55 0.7 8.2 5.2
Corp. Bond Fd EUR -C- EU BD LUX 02/26 EUR 1.06 –3.0 –10.4 –5.8
Corp. Bond Fd EUR -D- EU BD LUX 02/26 EUR 0.83 –3.0 –10.7 –6.0
Corp. Bond Fd SEK -C- NO BD LUX 02/26 SEK 10.47 –2.6 –13.3 –7.2
Corp. Bond Fd SEK -D- NO BD LUX 02/26 SEK 8.22 –2.6 –13.1 –7.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/26 EUR 103.69 –0.2 4.0 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/26 EUR 103.32 –0.2 3.6 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 02/26 SEK 1173.76 –0.2 3.6 NS
Flexible Bond Fd -C- NO BD LUX 02/26 SEK 21.12 1.2 6.3 4.4
Flexible Bond Fd -D- NO BD LUX 02/26 SEK 11.95 1.2 6.3 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/26 SEK 79.25 –1.0 –21.0 –14.4
Global Hedge I SEK -D- OT OT LUX 02/26 SEK 72.43 –1.0 –23.3 –15.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/26 USD 1.40 –9.0 –53.9 –24.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/26 SEK 17.56 4.6 –40.6 –26.9
Europe Chance/Risk Fd EU EQ LUX 02/26 EUR 687.92 –9.8 –54.7 –38.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 02/19 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 02/24 EUR 21.14 1.9 –3.8 –2.7
Bonds Eur Hi Yld A OT OT LUX 02/24 EUR 13.72 3.2 –28.2 –21.5
Bonds EURO A OT OT LUX 02/25 EUR 39.62 0.3 5.3 3.8
Bonds Europe A OT OT LUX 02/24 EUR 38.27 1.0 5.6 3.3
Bonds US MtgBkSec A OT OT LUX 02/25 USD 25.69 0.2 4.0 2.8
Bonds US OppsCoreplus A OT OT LUX 02/24 USD 32.32 2.5 1.7 4.2
Bonds World A OT OT LUX 02/24 USD 37.34 –6.3 –2.9 5.1
Eq. China A OT OT LUX 02/25 USD 13.70 –8.3 –49.8 –19.3
Eq. ConcentratedEuropeA OT OT LUX 02/25 EUR 18.05 –12.4 –49.7 –34.8
Eq. Eastern Europe A OT OT LUX 02/25 EUR 11.34 –14.2 –71.1 –45.7
Eq. Equities Global Energy OT OT LUX 02/25 USD 12.73 –10.7 –48.6 –17.8
Eq. Euroland A OT OT LUX 02/25 EUR 7.51 –18.0 –49.3 –34.3
Eq. Euroland MidCapA OT OT LUX 02/25 EUR 12.79 –11.2 –51.4 –37.4
Eq. EurolandCyclclsA OT OT LUX 02/24 EUR 12.28 –10.6 –45.1 –26.9
Eq. EurolandFinancialA OT OT LUX 02/25 EUR 5.90 –29.9 –62.8 –47.6
Eq. Glbl Emg Cty A OT OT LUX 02/25 USD 5.27 –11.9 –58.6 –28.1
Eq. Global A OT OT LUX 02/25 USD 17.84 –15.2 –48.4 –30.9
Eq. Global Technol A OT OT LUX 02/25 USD 3.43 –6.2 –43.5 –31.9
Eq. Gold Mines A OT OT LUX 02/25 USD 20.44 –2.3 –38.9 –14.3
Eq. Japan Sm Cap A OT OT LUX 02/25 JPY 820.12 –9.4 –41.4 –43.4
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.3 –22.3 –24.1
Eq. Pacific A OT OT LUX 02/25 USD 5.62 –11.9 –53.3 –25.3
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 02/25 USD 18.42 –8.1 –47.3 –26.1
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 02/25 USD 13.19 –15.1 –50.9 –35.2
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 02/25 USD 11.24 –13.3 –51.8 –37.2
Money Market EURO A OT OT LUX 02/25 EUR 27.23 0.4 4.0 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 02/26 JPY 7182.00 –16.5 –49.4 –41.9
YMR-N Japan Fund JP EQ IRL 02/26 JPY 7881.00 –16.5 –48.1 –39.2
YMR-N Low Price Fund JP EQ IRL 02/26 JPY 10834.00 –16.5 –44.2 –39.7
YMR-N Small Cap Fund JP EQ IRL 02/26 JPY 5413.00 –15.7 –48.1 –42.2
Yuki Mizuho Gen Jpn III JP EQ IRL 02/26 JPY 3550.00 –16.5 –55.7 –42.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/26 JPY 3742.00 –16.7 –55.7 –45.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/26 JPY 5206.00 –14.7 –52.4 –41.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/26 JPY 6721.00 –16.2 –48.1 –40.0
Yuki Mizuho Jpn Gro JP EQ IRL 02/26 JPY 5154.00 –17.6 –48.6 –42.3
Yuki Mizuho Jpn Inc JP EQ IRL 02/26 JPY 6809.00 –14.4 –42.7 –36.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/26 JPY 4138.00 –17.0 –49.0 –38.5
Yuki Mizuho Jpn LowP JP EQ IRL 02/26 JPY 9110.00 –19.6 –41.8 –37.6
Yuki Mizuho Jpn PGth JP EQ IRL 02/26 JPY 6389.00 –16.4 –51.9 –41.6
Yuki Mizuho Jpn SmCp JP EQ IRL 02/26 JPY 5200.00 –15.2 –51.9 –42.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/26 JPY 4474.00 –13.8 –45.1 –37.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/26 JPY 2145.00 –10.1 –54.6 –51.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/26 JPY 3597.00 –14.4 –53.3 –41.2
Yuki 77 General JP EQ IRL 02/26 JPY 5022.00 –14.9 –50.4 –39.8
Yuki 77 Growth JP EQ IRL 02/26 JPY 4832.00 –18.3 –52.3 –44.9
Yuki 77 Income AS EQ IRL 02/26 JPY 4443.00 –13.1 –42.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/26 JPY 5351.00 –14.2 –48.0 –39.2
Yuki Chugoku Jpn Gro JP EQ IRL 02/26 JPY 4171.00 –18.4 –50.3 –40.3
Yuki Chugoku JpnLowP JP EQ IRL 02/26 JPY 6559.00 –19.9 –41.4 –37.0
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 02/26 JPY 5661.00 –16.4 –50.8 –40.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/26 JPY 3835.00 –15.7 –50.8 –39.5
Yuki Hokuyo Jpn Inc JP EQ IRL 02/26 JPY 4334.00 –17.9 –44.9 –36.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/26 JPY 3988.00 –15.2 –47.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/26 JPY 3776.00 –16.1 –54.9 –42.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/26 JPY 3586.00 –17.8 –52.0 –42.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/26 JPY 4256.00 –16.5 –49.1 –39.6

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 01/30 USD 34.91 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 01/30 USD 1361.57 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 01/30 USD 1755.28 0.8 –8.6 –2.3

CMA MultHdge Balncd OT OT CYM 01/30 USD 1254.64 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 01/30 USD 1716.38 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 01/30 USD 974.79 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 02/23 EUR 246.93 0.4 –3.5 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 224.23 23.1 23.1 20.6

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 NS NS 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
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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
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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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Net at cigarette maker BAT
rises 26% on strong sales

By Allison Connolly

FRANKFURT—BASF AG turned
in a fourth-quarter loss as demand
for its products slumped more
sharply than expected in major
markets. But the German chemical
maker pledged to maintain its divi-
dend.

BASF said its net loss came to
Œ313 million ($398 million), com-
pared with net income of Œ793 mil-
lion a year earlier. Analysts had ex-
pected a loss of Œ5.4 million.

Sales fell 2.7% to Œ14.31 billion
from Œ14.7 billion in the year-ear-
lier period, beating analysts’ fore-
cast of Œ13.33 billion.

For 2009, BASF expects a fur-
ther drop in sales and “an even
greater decline” in profit. It said it
will accelerate restructuring and
efficiency programs, close less
profitable plants, including coat-
ings sites in the U.S., Asia and Eu-
rope, and eliminate at least 1,500
jobs world-wide this year.

Roughly 3,000 of the company’s
workers already are on short-time
hours and production at
several plants has been
scaled back.

BASF Chief Executive
Jürgen Hambrecht said cus-
tomers are ordering for the
short term, and in smaller
amounts, as they use up ex-
isting inventory, and that
he so far hasn’t seen a re-
versal of that trend.

“As a result, the chemi-
cal industry is continuing
to shrink,” he said.

Still, the company said
it would maintain its annual divi-
dend of Œ1.95 a share.

Earnings before interest and
taxes, excluding special items, was
Œ526 million in the latest period,
compared with Œ1.76 billion a year
earlier. That fell short of analysts’
estimates of Œ560 million.

Commerzbank analyst Stephan
Kippe said in a note that manage-
ment’s comments about 2009 were
in line with previous remarks, and
that the stable dividend would
likely boost market sentiment, de-
spite the wider-than-expected
quarterly loss.

BASF shares rose 7.4%
to Œ22.62 Thursday in Xe-
tra trading in Frankfurt.
The stock has fallen
sharply this year.

Analysts expected a sig-
nificant drop in BASF earn-
ings and sales as industry
demand slumped further
during the quarter.

The biggest decline
was seen in the company’s
plastics division, where
sales fell 24% for the quar-
ter while chemicals sales

were off 7.6%. The only sector to
see growth was oil and gas, with
sales rising 40%.

For 2008, BASF had net of Œ2.91
billion, down 29% from Œ4.07 bil-
lion a year earlier. Sales rose 7.5%
to Œ62.3 billion from Œ57.95 billion
a year earlier.

BASF swings to a loss
but vows to keep dividend

By Bernd Radowitz

MADRID—Repsol YPF SA of
Spain swung to a fourth-quarter net
loss, dragged down by a deduction
of Œ1.05 billion ($1.33 billion) to re-
flect the falling value of the energy
company’s oil inventories.

The oil-and-natural-gas com-
pany on Thursday posted a loss of
Œ105 million, or nine European
cents a share, compared with a net
profit of Œ740 million, or 61 cents a
share, in the year-earlier quarter.

Revenue from continuous opera-
tions before financial expenses fell
to Œ11.7 billion from Œ15.21 billion.
Repsol, based in Madrid, didn’t pro-
vide a net revenue figure.

Repsol Chairman Antonio Bru-
fau said the company plans to cut
costs by Œ1.5 billion this year, of
which Œ1 billion is related to lower
investment costs. Repsol earlier
this month said it may delay Œ350
million in investments for the de-
velopment of a block in Peru. The
company will, however, leave stra-
tegic spending intact, Mr. Brufau
said. Among investment consid-
ered strategic is the drilling of five
wells off the coast of Brazil this
year.

Mr. Brufau also said that an at-
tempt by Russian oil company OAO
Lukoil to buy a large stake in Rep-
sol is likely to be “history.” The
chairman said his comment was a
personal opinion, adding that large

acquisitions are difficult in the cur-
rent economic environment.

Mr. Brufau said he hopes Rep-
sol’s current shareholder struc-
ture will be maintained this year,
and construction company Sacyr-
Vallehermoso SA is likely to keep
its 20% stake in Repsol in the me-
dium or long term. He added that
Sacyr isn’t facing the same finan-
cial difficulties it had three or four
months ago.

The chairman said he expects
an official reserve announcement
soon for Brazil’s promising
BM-S-9 block, in which Repsol has
a 25% stake. The block is operated
by Brazil’s state-run Petroleo
Brasileiro SA with a 45% stake,
while U.K.-based BG Group PLC
holds 30%.

Repsol’s adjusted profit, exclud-
ing inventory effects, was Œ549
million in the fourth quarter, com-
pared with Œ616 million in the
same period a year earlier.

“Downstream results are a bit
better, upstream is in line and finan-
cials are better,” Banesto analyst
Robert Jackson said. The compa-
ny’s announced dividend of 52.50
European cents a share for 2008
could have been bigger, he said.

Mr. Brufau on Thursday said
the size of dividends in 2009 will
depend on how profit develops.
The company will give priority to
fiscal discipline this year, he
added. Future results also depend
on how oil prices develop, which is
difficult to predict, Mr. Brufau
said.

Repsol reverses to loss
Drop in oil values
weighs on results;
costs to be reduced

By Jan Hromadko

German power producer RWE
AG reported a 4.1% drop in 2008 net
profit but raised its medium-term
profit forecast thanks to cost-cut-
ting efforts.

Net profit fell to Œ2.56 billion
($3.25 billion) from Œ2.67 billion a
year earlier. The latest figure was
dragged down by a Œ600 million im-
pairment charge related to the initial
public offering of RWE’s American
Water Works Co. unit early last year.

Sales rose 15% to Œ48.95 billion
from Œ42.51 billion. The company,
Germany’s largest power producer
by generation capacity, didn’t break
out fourth-quarter results.

Chief Executive Jürgen Gross-
mann said RWE expects sales to rise
this year, while earnings will likely be
stable. The company has already sold
almost its entire 2009 electricity pro-
duction at fixed prices, he said.

The company has said that its
cost-cutting and efficiency-improve-
ment program will help drive up earn-
ings by about Œ450 million by the end
of this year.

Through 2012, the Essen-based
company now sees operating profit
rising between 5% and 10% on aver-
age a year. The company earlier fore-
cast an increase of 5% a year.

However, RWE cautioned that the
new medium-term forecast depen-
dent on the recession not having a
“long-lasting negative impact on
wholesale electricity prices.” The
forecast is based on an average real-
ized German electricity price of at
least Œ60 a megawatt-hour.

Analysts welcomed the compa-

ny’s raised outlook. But some ques-
tioned the company’s power-price
assumption in light of current
prices. Forward-baseload prices
for delivery in 2012 are being
traded at between Œ48.10 a mega-
watt-hour and Œ49.10 a megawatt-
hour, on the Germany-based Euro-
pean Energy Exchange.

Mr. Grossmann, however, said the
company expects power prices will
rise from the current low levels. Fun-
damental factors that have driven en-
ergy prices in the past few years will
quickly gain importance again, he
said. These factors include global
population growth, increased compe-
tition for fewer energy sources and
inadequate investment in upstream

oil and gas and the construction of
new power plants.

RWE said that the planned Œ8.24
billion takeover of Dutch utility Es-
sent NV, announced last month, isn’t
reflected in the new medium-term
targets. The company has said the ac-
quisition would make it the fourth-
largest energy company in Europe,
with 22.5 million power customers,
12.5 million gas customers and a to-
tal generation capacity of around 51
gigawatts across the continent.

RWE, Germany’s second-largest
utility by market value, behind E.ON
AG, also said it plans to maintain its
investment program. RWE plans to
invest an average of Œ6.5 billion a
year between 2008 and 2012.

German utility RWE’s profit falls

Jürgen
Hambrecht

By Michael Carolan

LONDON—British American To-
bacco PLC Thursday posted a 26% in-
crease in fourth-quarter net profit,
and said it had so far experienced no
harm from the downturn.

BAT, which makes Lucky Strike,
Kent, Dunhill and Pall Mall ciga-
rettes, said net profit was £604 mil-
lion ($858 million), compared with
£481 million a year earlier.

Revenue jumped 26% to £3.42 bil-
lion from £2.71 billion. Sales bene-
fited from favorable exchange-rate
movements and the acquisitions of
Tekel and Skandinavisk Tobaksko-
mpagni last year.

“It’s a very good performance and
ahead of our long-term goals,”
Michael Prideaux, director of corpo-
rate and regulatory affairs, said in an
interview. BAT targets high single-
digit percentage growth in earnings
per share in the medium to long term.

Mr. Prideaux said that, so far,
the downturn in the global econ-
omy had “no impact on trading.”
He cautioned that customers
might move from premium brands
to less-expensive brands, but said
the company hadn’t seen any evi-
dence of this yet. In 2008, sales of

premium brands grew 5%, Mr.
Prideaux said, adding that there
was “no sign of slackening.”

Even if some customers move to
less-expensive brands, Mr. Prideaux
said BAT’s strength in mainstream
and value brands means it should
pick up any market share lost by its
premium brands, even if it squeezes
profit margins.

“We’re taking a lot of momentum
into whatever’s coming,” he said,
“we do think we’re resilient.”

Analysts have expressed concern
about the company’s emerging-mar-
ket exposure amid the global con-
sumer downturn. Emerging markets
account for about half of BAT’s profit.

Mr. Prideaux said the company’s
emerging markets exposure re-
mained a “key source of strength”
for BAT, having seen no decline in
trading in these regions. He said the
company’s equal split between de-
veloped markets and emerging mar-
kets ought to be appealing to share-
holders in uncertain times.

BAT nevertheless suspended its
share-buyback program, because it
will concentrate on paying down its
debt in the current environment,
said Mr. Prideaux, especially after
last year’s two large acquisitions.

CORPORATE NEWS

Repsol Chairman Antonio Brufau, at a news conference in Madrid above, said the
Spanish oil and natural-gas company may delay planned investments in Peru.

By Sam Holmes

Australia’s largest telecommuni-
cations company, Telstra Corp.,
posted a slight decline in fiscal first-
half net profit, cut its earnings fore-
cast and announced the departure of
its chief executive.

Telstra reported Thursday a net
profit of 1.92 billion Australian dol-
lars (US$1.24 billion) for the six
months ending Dec. 31, down from
A$1.93 billion a year earlier.

The Melbourne-based telecom
also said CEO Sol Trujillo, who joined
Telstra in 2005, will leave the com-
pany June 30.

A new CEO hasn’t been named,
but Telstra Chairman Donald Mc-
Gauchie said the search would in-

clude “internal and external and in-
ternational” candidates.

Analysts have mentioned Telstra
Chief Financial Officer John Stan-
hope and David Moffatt, group man-
aging director of consumer market-
ing and channels, as potential candi-
dates for the top job.

Telstra’s relations with the Aus-
tralian government have been
marred by tension over regulatory
matters since Mr. Trujillo’s arrival, as
the American-born executive sought
to usher the company through its fi-
nal phase of privatization in 2006.

The company lowered its guid-
ance for growth in its full-year earn-
ings before interest and tax to be-
tween 3% and 5%, compared with a
previous range of 6% to 8%.

Telstra cuts forecast, CEO leaves

Chemical reaction
BASF’s net profit/loss, in billions

Source: the company
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Japan Strat Value I JP EQ LUX 02/25 JPY 4394.00 –16.3 –54.0 –39.3

Real Estate Sec. A OT EQ LUX 02/25 USD 7.97 –25.3 –57.6 –43.9

Real Estate Sec. B OT EQ LUX 02/25 USD 7.35 –25.4 –58.0 –44.4

Real Estate Sec. I OT EQ LUX 02/25 USD 8.51 –25.2 –57.2 –43.4

Short Mat Dollar A US BD LUX 02/25 USD 6.63 –1.5 –19.3 –11.6

Short Mat Dollar A2 US BD LUX 02/25 USD 8.65 –1.3 –19.4 –11.7

Short Mat Dollar B US BD LUX 02/25 USD 6.63 –1.6 –19.7 –12.0

Short Mat Dollar B2 US BD LUX 02/25 USD 8.64 –1.4 –19.8 –12.1

Short Mat Dollar I US BD LUX 02/25 USD 6.63 –1.5 –18.8 –11.1

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 02/25 GBP 6.06 –9.0 –30.7 –18.7

Andfs. Borsa Global GL EQ AND 02/25 EUR 5.12 –11.7 –40.8 –26.9

Andfs. Emergents GL EQ AND 02/25 USD 9.05 –9.5 –54.5 –26.2

Andfs. Espanya EU EQ AND 02/25 EUR 9.06 –16.3 –40.5 –27.4

Andfs. Estats Units US EQ AND 02/25 USD 10.86 –10.9 –41.5 –24.6

Andfs. Europa EU EQ AND 02/25 EUR 5.50 –15.2 –42.9 –29.1
Andfs. Franca EU EQ AND 02/25 EUR 7.05 –14.9 –42.3 –30.0
Andfs. Japo JP EQ AND 02/25 JPY 381.56 –13.0 –44.6 –35.4
Andfs. Plus Dollars US BA AND 02/25 USD 7.87 –6.7 –24.6 –14.0
Andfs. RF Dolars US BD AND 02/25 USD 9.74 –4.6 –14.5 –6.8
Andfs. RF Euros EU BD AND 02/25 EUR 8.72 –2.7 –20.0 –12.3
Andorfons EU BD AND 02/25 EUR 11.27 –5.5 –24.3 –15.9
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/25 EUR 7.45 –8.0 –32.6 –20.6
Andorfons Mix 60 EU BA AND 02/25 EUR 7.17 –11.8 –40.6 –26.3

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 02/26 EUR 10.04 –0.3 –1.4 –0.7
DJE-Absolut P GL EQ LUX 02/26 EUR 166.81 –4.8 –29.3 –16.4
DJE-Alpha Glbl P EU BA LUX 02/26 EUR 145.37 –5.5 –25.4 –13.2
DJE-Div& Substanz P GL EQ LUX 02/26 EUR 164.95 –5.7 –27.3 –15.8
DJE-Gold&Resourc P OT EQ LUX 02/26 EUR 130.26 –0.4 –35.5 –13.0
DJE-Renten Glbl P EU BD LUX 02/26 EUR 121.67 1.7 –0.2 0.6
LuxPro-Dragon I AS EQ LUX 02/26 EUR 95.77 3.1 –38.2 –14.2
LuxPro-Dragon P AS EQ LUX 02/26 EUR 93.52 3.1 –38.6 –15.1
LuxTopic-Aktien Europa EU EQ LUX 02/26 EUR 11.79 –17.7 –31.9 –16.9

LuxTopic-Pacific AS EQ LUX 02/26 EUR 9.11 0.7 –49.7 –29.4

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 02/24 SAR 4.49 –5.4 NS NS
EFG-Hermes Telecom OT EQ BMU 01/30 USD 25.02 –2.4 –33.8 –8.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 02/25 USD 246.02 0.2 –20.7 –9.4
Sel Emerg Mkt Equity GL EQ GGY 02/25 USD 116.94 –10.7 –54.4 –26.0
Sel Euro Equity EUR US EQ GGY 02/25 EUR 65.86 –11.6 –49.7 –34.5
Sel European Equity EU EQ GGY 02/25 USD 110.93 –19.3 –57.0 –35.8
Sel Glob Equity GL EQ GGY 02/25 USD 118.54 –17.5 –52.9 –34.0
Sel Glob Fxd Inc GL BD GGY 02/25 USD 120.60 –6.5 –18.0 –7.2
Sel Pacific Equity AS EQ GGY 02/25 USD 79.03 –12.6 –50.7 –26.6
Sel US Equity US EQ GGY 02/25 USD 86.26 –14.4 –45.6 –28.6

Sel US Sm Cap Eq US EQ GGY 02/25 USD 109.90 –16.0 –48.6 –34.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/25 EUR 285.42 –2.2 –18.3 –10.7
DSF 50/50 EU BA LUX 02/25 EUR 207.20 –4.1 –26.4 –16.5
DSF 75/25 EU BA LUX 02/25 EUR 152.83 –5.9 –34.3 –22.6
KBC Eq (L) Europe EU EQ LUX 02/25 EUR 344.60 –11.3 –48.9 –34.4
KBC Eq (L) Japan JP EQ LUX 02/25 JPY 14338.00 –14.3 –45.7 –37.4
KBC Eq (L) NthAmer EUR US EQ LUX 02/25 EUR 392.25 –14.1 –44.8 –27.6
KBC Eq (L) NthAmer USD US EQ LUX 02/25 USD 571.05 –13.9 –43.4 –25.8
KBL Key America EUR US EQ LUX 02/24 EUR 280.07 –12.2 –46.8 –29.1
KBL Key America USD US EQ LUX 02/24 USD 293.15 –11.9 –46.2 –27.8
KBL Key East Europe EU EQ LUX 02/24 EUR 928.82 –12.2 –69.6 –44.7
KBL Key Eur Sm Cie EU EQ LUX 02/24 EUR 589.36 –6.3 –51.0 –37.6
KBL Key Europe EU EQ LUX 02/24 EUR 472.11 –9.0 –39.0 –28.8
KBL Key Far East AS EQ LUX 02/24 USD 814.26 –9.7 –51.4 –27.6
KBL Key Major Em Mkts GL EQ LUX 02/24 USD 311.71 –9.0 –62.9 –31.2
KBL Key NaturalRes EUR OT EQ LUX 02/24 EUR 335.47 –1.5 –43.0 –20.9
KBL Key NaturalRes USD OT EQ LUX 02/24 USD 325.24 –9.8 –51.0 –22.2

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
LG Asian Plus AS EQ CYM 02/13 USD 37.04 –7.1 –53.1 –23.5
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Nasdaq pulls harder in listings struggle
Exchange persuaded
companies to switch
from the Big Board
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Tug of war | Companies that switched listings since Jan. 1, 2008  

To NYSE from Nasdaq
Clean Harbors

   Monster Worldwide
   SeaBright Insurance Holdings
   Alexander & Baldwin
   Warnaco Group
   NorthWestern Corp.
   Hill International

To Nasdaq from NYSE 
DreamWorks Animation

   News Corp.
   Mylan
   Jack in the Box
   Automated Data Processing
   Seagate Technology
   CME Group
   Celera
   CA

Tim Bower
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By Alessandro Torello

BRUSSELS—European Union
governments agreed Thursday to
raise the coverage level for bank
deposits to Œ50,000 ($63,565)
from the end of June and to
Œ100,000 from the end of 2010.

The decision aims to “help re-
store confidence in the banking
sector by strengthening depositor
protection,” said the Council of
the European Union, the EU institu-
tion where governments are repre-
sented.

The EU had set a previous mini-
mum coverage level of Œ20,000.

The justice ministers of the
EU’s 27-member countries agreed
to raise the level to maintain de-
positors’ confidence and increase
stability in the financial markets.

Some national governments,
which are the final guarantors, al-
ready have higher levels of cover-
age, including France and Italy.

The nations also agreed to re-
duce payout delays in the event of
a bank becoming insolvent to 35
working days.

EU governments
raise guarantees
for bank deposits

By Adam Bradbery

LONDON—NYSE Liffe, the Lon-
don futures and options exchange
owned by NYSE Euronext, named
Hugh Freedberg, its current head of
global derivatives, chairman effec-
tive May 1.

Mr. Freedberg, 63 years old, who
joined a predecessor of NYSE Liffe
in 1998 and has held his current posi-
tion since 2002, will succeed André
Villeneuve. Mr. Freedberg joined
the London International Financial
Futures and Options Exchange, or
Liffe, as chief executive.

Garry Jones, 50, NYSE Liffe’s ex-
ecutive director of business develop-
ment and strategy, will become
head of global derivatives and execu-
tive vice president. He also will be-
come a member of NYSE Euronext’s
management committee, succeed-
ing Mr. Freedberg, subject to regula-
tory approval.

NYSE Liffe is the world’s second-
largest derivatives exchange by
value of transacted business.

Freedberg named
new chairman
of NYSE Liffe

By Serena Ng

In the tug-of-war for stock-ex-
change listings, the Nasdaq Stock
Market’s growing arsenal of weap-
ons is helping it gain ground.

With promises of big-screen ap-
pearances in Times Square and de-
tailed intelligence on share trading,
Nasdaq attracted companies with
$80 billion of market capitalization
to switch from the New York Stock
Exchange in 2008. The milestone
nearly matched the Big Board’s own
record in snatching Nasdaq compa-
nies, back in 2000.

By contrast, the NYSE, a unit of
NYSE Euronext, stole Nasdaq-listed
companies with just $8 billion in
market value last year.

On Thursday, Nasdaq OMX re-
ported a 54% increase in revenue to
$907.7 million in the fourth quarter
of last year, but revenue excluding re-
bates and fees fell 1.7% on a pro
forma basis to $402.6 million.

Net income for the period slid
53% to $36.8 million from $79 mil-
lion a year earlier for Nasdaq OMX,
weighed by $82.3 million in write-
downs on hedging and investments.

Nasdaq also said that David War-
ren will step down as chief financial
officer in July. He will be succeeded
by Adena Friedman, executive vice
president of corporate strategy and
global products.

As part of Nasdaq’s campaign to
lure DreamWorks Animation SKG
from the NYSE, Nasdaq promised to
splash images of the company’s
green ogre character “Shrek” across
its seven-story screen in Times
Square while “Shrek the Musical”
plays nearby on Broadway. Dream-
Works started trading as a Nasdaq
company Thursday.

Weak market conditions and a
slowdown in initial public offerings
of stock last year prompted Nasdaq,
part of Nasdaq OMX Group Inc. and
long seen as the poorer cousin to the
NYSE, to increase its pitches to com-
panies listed on the Big Board.

Advertising perks like that of-
fered to DreamWorks are part of the
broadening array of tactics Nasdaq
is using. Among them are “market in-
telligence” services that tell compa-
nies who is buying and selling their
stock.

Nasdaq also sometimes pays to
use its listed issuers’ products and
services. Bruce Aust, a Nasdaq execu-

tive vice president, says that the ex-
change “loves doing business with
Nasdaq companies, but our purchas-
ing decisions are based on merit.”

Nasdaq has “been very aggres-
sive in creating marketing opportu-
nities for us,” says DreamWorks’
Chief Executive Jeffrey Katzenberg.
On Wednesday, DreamWorks shares
fell 11% and touched a 52-week low af-
ter the company posted a 45% drop
in fourth-quarter profit. In after-
noon trading Thursday, the stock
was up more than 6%.

Nasdaq officials are known to be
persistent, typically paying several
visits to NYSE companies within the
span of two or three months. They
come armed with glossy pitchbooks
and target companies whose shares
trade more often on Nasdaq than on
the floor of the NYSE, which in the
past had a near monopoly over trad-
ing in its stocks.

As it ratcheted up its marketing
efforts, Nasdaq enlisted Bob Mc-
Cooey, a former NYSE floor broker
and board member who joined Nas-
daq in 2006. Mr. McCooey now
spends much of his time telling
NYSE-listed companies why they
may be better off at Nasdaq.

Last year, the pitch “began to res-
onate with companies in a way it
didn’t in the past,” Mr. McCooey
says, speculating that Nasdaq’s in-
creased share of trading may have
helped.

Nasdaq’s moves are forcing the
Big Board to respond. Late last year,
the NYSE struck deals with outside
firms to provide share-ownership
analyses and other market informa-
tion to its listed companies. NYSE
also has told some issuers it can

showcase their brand on another, al-
beit smaller, video screen in Times
Square.

“Every single one of our compa-
nies has received Nasdaq’s pitch,” ac-
knowledges Scott Cutler, an execu-
tive vice president at NYSE Euro-
next who oversees U.S. listings. “We
are taking a very aggressive ap-
proach to our marketplace, and our
companies know that by listing with
us, they are meeting the highest stan-
dards.”

Mr. Cutler notes that Nasdaq has
been less successful in attracting
newly traded companies. Firms such
as credit-card giant Visa Inc. and
baby-formula maker Mead Johnson
Nutrition Co., which was the first
major IPO of 2009, chose to list on
the NYSE.

“The fruits of Nasdaq’s labor for
several years are just coming up to
the forefront now, and NYSE is try-
ing to step up and be more innova-
tive,” says Patrick Healy, chief execu-
tive of Issuer Advisory Group LLC, a
company that advises companies on
stock-listing matters.

He says the “NYSE is relying
heavily on its brand, while Nasdaq is
using price and service to narrow

the brand gap.”
The competition is intensifying

as exchanges face slowing growth
and the NYSE tries to recoup lost
trading volumes. While listing fees
make up a smaller proportion of ex-
change operators’ profits than they
used to—both NYSE Euronext and
Nasdaq OMX now have stock and de-
rivative operations on both sides of
the Atlantic—the business is gener-
ally highly profitable.

For much of the past decade, the
NYSE’s strong brand gave it the up-
per hand in listing switches: at least
160 Nasdaq companies have moved
to the Big Board since 2000, while 20
have shifted the other way. NYSE
claims only 14 of the listings it lost to
Nasdaq were “voluntary” transfers.

NYSE has long charged its largest
companies higher listing fees than
Nasdaq, whose fees top out at
$95,000 versus the NYSE’s $500,000
maximum. While about 400 compa-
nies currently pay more to list on the
NYSE, the fees aren’t very different
for medium-size companies like
DreamWorks.

 —Lauren A.E. Schuker
contributed to this article.
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Court lifts leash in Helmsley will

Natixis’s net loss widens
Financial crisis,
Madoff hurt value
of bank’s assets

Sears profit falls 55% on weak sales

Abertis Infraestructuras SA

Abertis Infraestructuras SA of
Spain posted a 9.4% drop in 2008
net profit Thursday, as a weak econ-
omy and adverse weather condi-
tions hit highway traffic, but said it
expects recent acquisitions to offset
growth pressures this year. Full-
year net profit fell to Œ618 million
($786 million) from Œ682 million in
2007. The Barcelona-based operator
of toll roads, airports and telecom-
munications infrastructure said it
booked a Œ29 million charge related
to the elimination of some tax deduc-
tions linked to U.K. operations. Reve-
nue rose 1.6% to Œ3.68 billion, as toll
increases offset a 3.6% drop in traf-
fic on the toll roads that Abertis op-
erates. Highway traffic has a strong
correlation with economic trends,
mirroring consumption patterns.

Christie’s Inc.

Beijing slammed auction house
Christie’s Inc. for selling two impe-
rial bronze sculptures it says should
have been returned to China and
vowed to continue to reclaim other
similarly looted relics. Beijing said
the sale of two 18th century bronzes
as part of an auction of works owned
by the late designer Yves Saint Lau-
rent on Wednesday would affect
Christie’s interests in China. The
fountainheads—heads of a rat and a
rabbit—sold for Œ28 million ($36 mil-
lion) to an unidentified telephone
bidder or bidders. Christie’s auction
of the two bronzes didn’t break any
laws or international agreements.
The auction house said it regretted
the administration’s move and stood
by the sale of the fountainheads, say-
ing the pieces’ legal ownership had
been “clearly confirmed.”

Deutsche Post AG

Net loss of $4.02 billion
is reported amid U.S. cuts

Deutsche Post AG said late
Wednesday that it swung to a fourth-
quarter net loss as its DHL Express
unit’s retreat from the U.S. market
weighed on the bottom line. The Ger-
many-based mail and logistics com-
pany posted a net loss of Œ3.16 bil-
lion ($4.02 billion), compared with a
year-earlier net profit of Œ253 mil-
lion. Quarterly revenue fell 3.3% to
Œ14.02 billion from Œ14.5 billion. The
company didn’t give an outlook for
2009. Its shares fell 5.9% to close at
Œ7.86 in Frankfurt. Chief Executive
Frank Appel cautioned that “2009
will be a year of hardship for the en-
tire logistics industry,” adding that
the company plans to focus on cut-
ting costs and generating cash. Deut-
sche Post said in November it would
cut about half of the 18,000 U.S. jobs
from the DHL unit and reduce its air
and ground operations in the U.S.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

TUI AG

German tourism, travel and ship-
ping company TUI AG said it has
agreed to take a larger stake in the
Hamburg consortium that acquired
its container-shipping unit Hapag-
Lloyd AG. TUI also said it is willing
to provide Hapag-Lloyd with addi-
tional credit facilities of up to Œ1 bil-
lion ($1.27 billion). It said the trans-
action still values Hapag-Lloyd at
about Œ4.45 billion. TUI will in-
crease its stake in the consortium to
43.33% from 33.33% and will buy
these additional shares from Kühne
Holding AG, which remains a part of
the consortium. TUI can sell its addi-
tional stake at any time, but the con-
sortium has a pre-emption right as
well as the obligation to acquire the
stake. At the time that the owner-
ship of Hapag-Lloyd changes, TUI
will get Œ1.6 billion in liquidity.

—Compiled from staff
and wire service reports.

Dragon Oil

Dragon Oil PLC, a small oil com-
pany partly owned by the Dubai gov-
ernment, Thursday said it is investi-
gating possible procurement “irregu-
larities” by some former senior exec-
utives. Dragon Oil, about 52%-owned
by the Gulf emirate’s government via
state-run Emirates National Oil Co.,
said its probe centered on possible
improper conduct between certain
former senior managers in its mar-
keting and contracts department,
without elaborating. The company
said Dubai government authorities
had been informed of its investiga-
tion. It started the probe on the ad-
vice of its management team and fol-
lowing a scheduled internal audit re-
view. Dragon Oil’s auditor, KPMG, is
also assisting with the investigation.
Dragon Oil said it will delay publica-
tion of its year-end results that were
scheduled for release March 4.

By William M. Bulkeley

Market research firm IDC said
U.S. digital-camera sales declined
even more sharply than expected in
the fourth-quarter holiday season,
falling 12% to 15 million units.

Worsening the pain for camera
makers and retailers, the market
skewed toward the low end as con-
sumers became more price sensi-
tive, according to IDC. The firm had
projected a 9% decline just two
months ago.

IDC said it hasn’t yet compiled es-

timates of dollar volume in the quar-
ter. It hasn’t compiled world-wide
figures yet either.

That positioning helped East-
man Kodak Co., reclaim the No. 1
spot in the fourth quarter, after trail-
ing earlier in the year. Canon Inc.
slumped to No. 2, and Nikon Inc. cap-
tured the No. 3 spot, passing Sony
Corp., IDC said.

IDC analyst Chris Chute noted
that Sunday, Ritz Camera Centers
Inc., the U.S.’s largest photo spe-
cialty chain retailer, had filed for
bankruptcy-court protection.

Sales of digital cameras decline

By Mike Spector

NEW YORK—Real-estate tycoon
Leona Helmsley’s fortune doesn’t
have to be left to just dogs, a New
York judge has ruled.

Manhattan Surrogate Judge Troy
Webber, in a Feb. 19 ruling, said trust-
ees managing the fortune of the de-
ceased hotel mogul can distribute
the funds to charitable causes they
deem appropriate.

Ms. Helmsley, who died at 87
years old in August 2007, had left in-
structions in her will to administer
funds from the Leona M. and Harry
B. Helmsley Charitable Trust to “pur-
poses related to the provision of care
for dogs.” The wording in the mis-
sion statement, filed in 2004, ignited
a court battle over whether the
money could only be given to dog-re-
lated causes.

In his ruling, Judge Webber re-
jected the notion that the money was
restricted to dog-related causes, not-
ing that relevant legal documents
empower the trustees to allocate the
money to other causes. The trustees
may “apply trust funds for such char-
itable purposes and in such amounts
as they may, in their sole discretion,
determine,” Judge Webber wrote.

The 2004 mission statement, in
addition to instructing money to be
left for dogs, also instructed trustees
to funnel money to “other charitable
activities.”

Howard Rubenstein, a spokes-
man for the trust, said in a state-
ment released late Wednesday that
the ruling vindicated the trustees,
who petitioned the court to “deter-
mine the scope of their discretion…
after world-wide reports errone-
ously asserted that the Trust’s

funds could only be applied to dog-
related charities.”

Mr. Rubenstein said the trustees
have been working to identify poten-
tial grantees of the trust’s funds in
anticipation of the ruling. The
grants, which could be announced
next month, will go to “areas such as
health care, medical research, hu-
man services, education and various
others,” Mr. Rubenstein said. He
didn’t say whether dog-related
causes might get any of the money.

Wayne Pacelle, president and
chief executive of the Humane Soci-
ety, said Ms. Helmsley’s estate
should still be used to help animals.

Ms. Helmsley’s fortune had been
estimated at $5 billion to $8 billion
after her death. Ms. Helmsley’s trust-
ees couldn’t be reached to comment.

—The Associated Press
contributed to this article.
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PARIS—French bank Natixis,
whose main owners are seeking to
merge, said its net loss almost dou-
bled in the fourth quarter from a
year earlier as it fell victim to the al-
leged fraud of Wall Street money
manager Bernard Madoff and the
value of its assets was hit by the fi-
nancial crisis.

Chief Executive Dominique Fer-
rero declined to give an outlook for
2009. The Paris-based bank said it
won’t pay a dividend for 2008.

But the stock price rose 8.7% in
Paris, partly in anticipation of the
merger and injection of cash by the
French government in its two main
shareholders.

Natixis, created with much fan-
fare by two large retail banks in
2006, said Thursday that its fourth-
quarter net loss widened to Œ1.62 bil-
lion ($2.06 billion) from a Œ900 mil-
lion net loss a year earlier. Revenue
slumped 43% to Œ228 million, from
Œ402 million.

For all of 2008, the bank lost Œ2.8
billion, compared to a net profit of
Œ1.1 billion in 2007. Full-year reve-
nue decreased 52% to Œ2.93 billion
from Œ6.04 billion in 2007.

Natixis said it made loan provi-
sions of Œ375 million in the fourth
quarter to cover client funds in-
vested with Mr. Madoff’s firm. It
also said it will curtail most propri-
etary activities and complex deriva-
tives activities. For that purpose,
Natixis has formed a specific struc-
ture within the bank to segregate
these activities, managed by a spe-
cialist team, which will gradually di-
vest these assets until they are com-
pletely sold.

Natixis has been among the
French banks hardest hit by the tur-
moil in U.S. subprime-mortgage
markets. The problems prompted
French President Nicolas Sarkozy
to seek to speed up the merger
plans of lenders Caisse d’Epargne
and Banque Populaire, which
jointly control about 70% of Natixis
and are unlisted.

The two banks announced their
long-anticipated merger Thursday
in a deal that would create one of the
country’s largest retail banks with
34 million customers and a network
of 7,700 branches.

The government will inject as
much as Œ5 billion through nonvot-
ing preferred shares and other in-
struments, which could give it up to
a 20% in the newly formed bank,
they said.

Natixis last year raised Œ3.7 bil-
lion through a rights issue to restore
its balance sheet and revamped its
corporate and investment bank.

By Mary Ellen Lloyd

Sears Holdings Corp.’s fiscal
fourth-quarter profit slumped 55%
as the U.S. retailer recorded weak
sales and $336 million in asset write-
downs and restructuring charges.

The owner of Sears and Kmart
chains posted net income of $190 mil-
lion, or $1.55 a share, for the quarter
ended Jan. 31, down from $426 mil-
lion,or $3.17 a share, a year earlier. Ex-
cluding items, the latest earnings
were $360 million, or $2.94 a share, in
line with Sears’s January projection.

Revenue dropped 12% to $13.28 bil-
lion as U.S. same-store sales slumped
11% at Sears and 5% at Kmart.

“We anticipate the year will be-
come even more challenging for the
company and remain cautious in
2009,” UBS Investment Research
said in a note to clients.

Results excluding one-time
items, however, were better than
Wall Street forecasts, thanks in part
to an improved gross-margin rate at
Kmart. Cash balances fell, but do-
mestic inventory levels at quarter-
end were better than expected.De-

spite the addition of $120 million in
footwear as Kmart began operating
its own footwear department in Jan-
uary, overall domestic inventory de-
clined 11% to $8.1 billion, greater
than the sales decline and better
than Sears’s January forecast of
$8.5 billion.

Sears on Thursday also said it
plans to close an additional 24
stores. The Hoffman Estates, Ill.,
company had announced 22 store
closings in late 2008 and said in De-
cember more closings among its
3,900 stores were possible.

Parmalat Finanziaria SpA

A U.S. judge ruled that separate
lawsuits by Parmalat Finanziaria
SpA bondholders and shareholders
and Enrico Bondi, the chief executive
of the restructured company, can
proceed against auditing firm Grant
Thornton International over the col-
lapse of the Italian dairy company in
2003. The investors and Mr. Bondi ar-
gued the company and its U.S. busi-
ness should be held liable for alleged
fraud by Grant Thornton’s Italian
business involving its auditing of Par-
malat. The judge didn’t rule on the
merits of their arguments. Grant
Thornton International had argued
that the firm had no controlling rela-
tionship with the Italian auditor and
its activities. In January, the judge de-
nied similar requests to dismiss a
case against Deliotte Touche Tohm-
atsu and its U.S. unit.

Ranbaxy Laboratories Ltd.

The U.S. Food and Drug Adminis-
tration said a factory owned by Ranb-
axy Laboratories Ltd. falsified data
and test results in approved and pend-
ing applications to market new drugs.
The FDA said it is halting the review of
drug applications made at the Indian
generic-drug maker’s Paonta Sahib
plant. In September, the FDA banned
Ranbaxy from importing more than
30 generic drugs into the U.S. because
of manufacturing violations at two
company plants in India, including Pa-
onta Sahib. Such drugs include ge-
neric versions of the cholesterol-low-
ering Zocor and heartburn treatment
Zantac. The FDA said it hasn’t identi-
fied any health risks associated with
the drugs. Ranbaxy said it “will con-
tinue to cooperate” with the FDA.

Thales SA

French defense electronics com-
pany Thales SA reported Thursday
a 36% drop in net profit in 2008 to
Œ650 million, ($829.6 million)
chiefly due to a Œ432 million capital
gain a year before and a one-off
charge in 2008 against the troubled
Airbus A400M military airlifter pro-
gram. Earnings before interest and
tax rose by 2% to Œ877 million, while
revenue increased 1% to Œ12.67 bil-
lion. Order intake rose by a strong
14% last year to Œ14.30 billion. Chief
Executive Denis Ranque said that de-
spite the stormy economic environ-
ment of 2009, he expects to “main-
tain or improve” its operating profit
margin. Last fall, Thales said that it
wouldn’t achieve its objective of a
2008 operating margin of 7.25% due
to an Œ80 million charge related to
the A400M program.

Executive Travel Program

Guests and clients of 320
leading hotels receive
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Int'l Health Care B OT EQ LUX 02/25 USD 94.74 –5.3 –29.7 –17.3
Int'l Health Care I OT EQ LUX 02/25 USD 120.86 –5.0 –28.5 –15.8
Int'l Technology A OT EQ LUX 02/25 USD 66.35 –9.3 –44.5 –26.4
Int'l Technology B OT EQ LUX 02/25 USD 57.98 –9.4 –45.1 –27.1
Int'l Technology I OT EQ LUX 02/25 USD 73.89 –9.2 –44.1 –25.8
Japan Blend A JP EQ LUX 02/25 JPY 4526.00 –15.7 –51.2 –38.4
Japan Blend I JP EQ LUX 02/10 JPY 4783.00 –12.7 –45.2 –35.3
Japan Growth A JP EQ LUX 02/25 JPY 4741.00 –14.8 –47.9 –37.1
Japan Growth I JP EQ LUX 02/25 JPY 4845.00 –14.7 –47.5 –36.6
Japan Strat Value A JP EQ LUX 02/25 JPY 4309.00 –16.4 –54.4 –39.8
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Shanghai index slides 3.9%
as financial shares drop

HF Global Trend
Trade futures, options, and FX contracts according to trend-following strategies Strategy re-
lies on technical/price-driven analysis Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending February 26, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Scully Scully Capital USDiUnited States –4.49 69.33 56.58 21.93
Poniente Program Management LLC

NS Global Man Fund EURiBermuda 22.28 63.54 27.99 18.95
Futures Fd IX Management Limited

3 JWH Global John W. Henry & USDiUnited States –3.21 62.95 48.48 17.28
Analytics Company, Inc

5 Tulip Trend Progressive USDiCayman Isl –0.44 61.14 50.04 NS
Fund Ltd Class C USD Capital Partners Ltd

5 Quickpool LP Quicksilver USDiUnited States 2.92 57.43 37.03 21.21
Trading Inc

5 Altis Global Altis Partners USDiJersey –3.26 57.02 34.54 23.59
Futures Portfolio Limited

1 Superfund Superfund Asset USDiCayman Isl 6.73 56.64 33.86 NS
Gold C (SPC) Management GmbH

NS Villano Villano Capital USDiUnited States –12.10 56.04 41.44 NS
Global Diversified Program Management Inc

3 Legacy Hawksbill Capital USDiUnited States –0.46 54.78 52.71 13.12
Futures Fund LP Management

3 Clarke Altegris Portfolio USDiUnited States –5.90 54.55 55.32 14.83
Worldwide Fund LP Management Inc

WSJ.com’s MarketBeat Blog looks
under the hood of Wall Street,
analyzing news and trends. It’s
updated throughout each market
day at
http://blogs.wsj.com/marketbeat.

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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home for ‘zombies’
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and almost never recover
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By Peter A. McKay

Nationalization rumors have
swirled around three DJIA com-
ponents lately—Bank of Amer-
ica, Citigroup and General Mo-
tors—knocking their shares to
historic lows.

But even without the aid of
such speculation, always de-
nied by executives, dozens of
other companies’ shares have
performed similarly lately, ac-
cording to an analysis done for
The Wall Street Journal by Stan-
dard & Poor’s Capital IQ unit.

What is the market trying to
tell us about all these compa-
nies?

In normal times, when the
government isn’t undertaking
once-in-a-lifetime Keynesian in-
tervention in the U.S. economy,
stock performance like that of
the names mentioned above
would suggest likely bankruptcy

or, at best, prolonged life as a
“zombie” company, generating
little profit or price appreciation
for shareholders over a span of
years or decades to come.

Those fates could still befall
many of the market’s most dis-
tressed companies spanning ev-
ery sector, not just the banking
industry, where the zombie phe-

nomenon already has garnered
attention among executives,
the media and senior policy
makers, said David Kovacs,
chief investment officer of
Turner Investment Partners,
which independently verified
S&P’s data.

“When stocks lose that kind
of value, they almost never re-
cover,” said Mr. Kovacs, who
also has studied the long-term
performance of companies that
were nearly worthless after the
dot-com stock crash early this
decade. “After a while, they’re
just there,” he said, “but you
never get anything out of them
as an investor.”

BofA, Citi and GM—each,
ahem, blue chips—are down
more than 85% from the 52-week
highs and are trading at less
than $5 a share. Applying those
metrics to the broad S&P 1500,
there were 70 additional names
that have performed similarly
through Tuesday’s close.

FUND SCORECARD

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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Asian stock markets ended mostly
lower Thursday amid concerns about
the global economy, with stocks in
Shanghai slumping 3.9% as investors
sold banks after recent gains.

Shanghai’s performance pulled
down Hong Kong
stocks, though mar-
ket heavyweight
HSBC Holdings
gained sharply.

Tokyo’s benchmark index ended
nearly unchanged, while Indian and
Australian shares edged higher.

In mainland China, the Shanghai
Composite Index fell 3.9% to
2121.25, reversing early gains.

China Merchants Bank dropped
4.4% as investors took profits after
the stock climbed 8.1% Wednesday
and on concerns about an oversupply
in the lender’s shares. The bank is set
to become the largest listed company
in China in terms of the value of trad-
able shares. A total of 4.8 billion Class
A shares, or 40% of the bank’s total
share base, will become tradable af-
ter a lockup period expires Monday.

But analysts said they don’t ex-

pect the expiration to trigger heavy
selling pressure, because the shares
are held by the bank’s original share-
holder, China Merchants Group, and
other cash-rich state-owned firms.

Insurers declined after Morgan
Stanley slashed earnings estimates,
citing pressure on fixed-income re-
turns. China Life Insurance fell 4.1%
and Ping An Insurance (Group) Co.
of China shed 3.2%.

In Hong Kong, the Hang Seng In-
dex fell 0.9% as several China-re-
lated stocks tracked the losses in
Shanghai. But HSBC, which will re-
port earnings Monday, gained 4.3%
after a string of lower finishes.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies ended down
3.29 points at 7457.93.

Advantest fell 13% after the mem-
ory-chip testing company said late
Wednesday it expects to book a loss
for the current fiscal year.

The Korea Stock Price Index, or
Kospi, slid 1.2% to 1054.79 on selling
by foreign investors. LG Display
tumbled 8.2% on market and media
speculation that Philips Electronics
is considering reducing its stake in
the company.

Too much meddling in Japan?
Central banker sees
need for intervention
but fears overdoing it

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

Bailed-out insurer American
International Group fits the mold of a
‘zombie’ stock.

ASIAN-PACIFIC
STOCKS
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By Tomoyuki Tachikawa

NAHA, Japan—A Bank of Japan
policy-board member said the cen-
tral bank will keep taking steps to
make financial conditions in Japan
accommodative, but added that too
much meddling in the market might
affect the way it functions.

“We are in a position where the
central bank needs to interfere in fi-
nancial markets, but if we do it too
much, the market functioning in
turn may be hurt,” Bank of Japan pol-
icy-board member Tadao Noda told
business leaders in the city of Naha
in Okinawa, southern Japan.

The central-bank board voted
last week to begin outright pur-
chases of as much as one trillion yen

($10.3 billion) of bank-held corpo-
rate bonds and extend several exist-
ing programs, such as purchases of
commercial paper, to improve corpo-
rate financing conditions.

Some analysts and investors still
believe that if the Bank of Japan
buys more commercial paper and
corporate bonds, it would grease
the local credit markets and make it
easier for firms to raise funds.

But Mr. Noda, who so far has
voted for such outright purchases,
was less enthusiastic about the idea
Thursday.

“I personally think more buying
of [commercial paper and corporate
bonds] and lower interest rates are
not necessarily effective,” he said.

There has been recent debate
about how to lower so-called term-
fund rates, which cover loans of as
much as one year that companies
use to secure operating funds.

Term rates tend to rise at the end
of calendar and fiscal years as corpo-
rate demand for funds increases. This

year they have remained elevated
even though the Bank of Japan has
cut its overnight policy rate by 0.4 per-
centage point since late October.

Mr. Noda didn’t indicate whether
the central bank will introduce new
steps to push the rates down, saying
only that a program introduced in Jan-
uary to provide three-month funds at
the overnight call rate of 0.1% was
aimed at lowering such rates.

“The crux of the matter is to
choose appropriate policy measures
to prop up the Japanese economy by
maintaining accommodative finan-
cial conditions,” he said.

Separately, Bank of Japan Gov.
Masaaki Shirakawa told Parliament
on Thursday that the outlook for the
Japanese economy is unclear.

“The world’s financial conditions
are worsening while there are down-
side risks to overseas economies, so
there’s a great uncertainty” over the
economy’s future, Mr. Shirakawa
said. “Our country’s economy is dete-
riorating rapidly for now.”

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, FEB. 27 - MARCH 1, 2009 21



O
NE OF THE intriguing sur-
prises of the 2008 U.S. elec-

tion was that a majority of the
wealthiest Americans went
against type to support the Dem-
ocrat, Barack Obama, even
though he told them, clearly and
explicitly, that he would raise
their taxes.

It will be interesting to see
how that support holds up now
that theoretical tax pain is creep-
ing closer to reality.

The president’s relationship
with wealthier Americans is being
thrown into sharp relief
by his new budget pro-
posal, released Thursday.
On one front, high-end
taxpayers got a bit of a
respite, because the presi-
dent has decided not to
roll back the Bush-era tax
cuts for upper-income
taxpayers until 2011.

But on another front,
the budget came with a
painful and unexpected
surprise for them: Ameri-
can households making
over $250,000 would see the
rate at which they can deduct
mortgage-interest payments re-
duced to 28% from the current
35%, costing them $318 billion
over 10 years. That chunk of
money is to be used to start ex-
panding health-care coverage to
all Americans. The president also
proposes higher taxes for high-in-
come Americans on capital gains,
and on wealthier farmers.

This is the sort of thing that
might set off a bit of class war-
fare—except that, in this case,
the class being hit includes an
awful lot of Obama supporters.
In last November’s voting, exit
polls showed, Mr. Obama actu-
ally won a majority of the votes
from Americans in families mak-
ing $200,000 or more annually.
He got 52% of their votes, com-
pared with 46% for Republican
John McCain.

I
N 2004, BY contrast, the Re-
publican George W. Bush

cleaned up with the wealthiest
Americans, winning them 63% to
35% over Democrat John Kerry.

So the views and support of
wealthier Americans are of more
than incidental importance to
the president. Their election per-
formance suggested many were
declaring a willingness to shoul-
der a somewhat higher tax bur-
den to fix social problems and
balance the government’s books.

Now, though, one of the prob-
lems with anything that looks like
a soak-the-rich strategy is that a
lot of people who felt rich just six
months ago don’t feel quite that
way now. Magnanimous feelings
about paying higher dues for a
better society likely have been re-
duced by the hammering that
their college savings and retire-
ment accounts have taken.

“Of course that makes it
harder,” says Rob Shapiro, a fel-
low at NDN, a Democratic think
tank, and chairman of Sonecon, an
economic-consulting firm. “This is
a long way from enactment, and
this is a very hard political lift in
the context of everything else.”

But the Obama budget opens

more than a political test. It’s re-
ally the opening wedge into a
long-simmering social debate
over distribution of wealth. A sta-
ple of Democratic economic cri-
tiques for the past several years
has been the argument that eco-
nomic growth in the Bush era, un-
like in past growth periods,
didn’t particularly help the mid-
dle class, while benefiting upper-
income Americans to a far
greater degree.

In fact, Mr. Obama’s budget
document ushers in this debate,

and in fairly stark
terms. In its opening sec-
tion, the budget plan de-
clares: “With loosened
oversight and weak en-
forcement from Washing-
ton, too many cut cor-
ners as they racked up
record profits and paid
themselves millions of
dollars in compensation
and bonuses. There’s
nothing wrong with mak-
ing money, but there is
something wrong when

we allow the playing field to be
tilted so far in the favor of so
few.”

I
T CALLS THIS decade “the
first economic recovery since

World War II where real median
household income did not rise
above its previous peak.…Be-
tween 2000 and 2007, median in-
come among households headed
by those under 65 fell by $1,951.”

Moreover, the budget declares
that government policies made
inequities in income distribution
worse: “For the better part of
three decades, a disproportionate
share of the Nation’s wealth has
been accumulated by the very
wealthy.…Yet, instead of using the
tax code to lessen these increas-
ing wage disparities, changes in
the tax code over the past eight
years exacerbated them.”

Republicans reply that at-
tempts to tax the wealthy not
only drag down the economy but
usually hit the wrong target.
“This move to go and tax the so-
called rich, that’s small business,”
says Rep. Eric Cantor, the second-
ranking Republican in the House.
“That is the wrong thing to do
when you are in a tough econ-
omy, to make it more difficult for
businesses and small businesses
that create 70% of the jobs.”

That is the intellectual and
ideological backdrop for what
now figures to be a heated politi-
cal debate.

The practical backdrop is sim-
pler. There aren’t that many
places Mr. Obama can go to find
the revenue needed to both get
through the current economic cri-
sis and start expanding health
coverage—especially if he wants
to stay true to his pledge to
largely protect the lower 95% of
wage-earners. And it won’t get
easier. As Mr. Shapiro notes, no
one thinks high-income taxpay-
ers alone can bail out both Medi-
care and Social Security from the
long-term funding crises they
face. That will take a broader fix.
This is the beginning, not the
end, of a long debate about taxes
and wealth in America.

Tax increases will test the depth
of Obama’s support by wealthy

Signs get worse in U.S.
Unemployment, durable-goods figures show further weakness

ECONOMY & POLITICS

Death toll jumps in Afghanistan
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Barack Obama

By Conor Dougherty

U.S. orders for big-ticket items
from heaters to computers plunged
in January, as consumers and busi-
nesses slashed spending. Separate
U.S. reports showed new-home
sales fell and unemployment-insur-
ance rolls struck a quarter-century
high, all dismal signals that pointed
to an economy that has fallen even
deeper into recession.

A broad spectrum of economic re-
ports showed declines, as business
investment plunged, consumers cut
back and manufacturers shut facto-
ries and cut employees. Each week
in February, more than 600,000 peo-
ple filed new claims for unemploy-
ment insurance. Housing starts and
consumer confidence hit new lows.

“It’s a deteriorating economy,
and that’s going to go on for a
while,” said Kurt Karl, chief U.S.
economist for Swiss Re in New York.

Orders for durable goods—
broadly defined as goods designed
to last three years or more, such as
cars and appliances—were down
5.2% in January from a month ear-
lier, the sixth consecutive monthly
decline, according to the U.S. Com-
merce Department. The decline in
December orders was revised to
4.6% instead of the 3% decline previ-
ously reported. As demand contin-
ues to fall in the U.S. and elsewhere,
companies are reducing invento-
ries and manufacturers are cutting
back production.

The decline in orders touched al-

most every category, including appli-
ances, computer products, metals,
cars and car parts. Orders for nonde-
fense capital goods excluding air-
craft, which are seen as an indicator
for companies’ demand for capital
equipment like cranes or comput-
ers, fell 5.4% during January.

But even as companies have
slowed orders and worked down in-
ventories, they have struggled to
get ahead of falling consumer de-
mand. Companies reduced durable-
goods inventory by 0.8% in January,
the first decline in this cycle, but
shipments fell further.

The revised decline in durable-
goods orders for December is the lat-
est in a string of indicators, includ-
ing exports and consumer pending,

that suggest 2008 ended bleaker
that previously reported. Friday’s re-
port on fourth-quarter gross domes-
tic product is likely to show that in
the last three months of 2008 the
U.S. economy contracted more than
the 3.8% annualized drop previously
reported. More worrying, the contin-
ued erosion of the economy through
January and February suggests it is
contracting even more in 2009.

With sales and orders declin-
ing, companies have continued to
slash payrolls, putting added
stress on the already overbur-
dened unemployment system. A
separate report Thursday showed
the number of Americans filing
new claims for unemployment in-
surance rose to 667,000 last week,
according to the Labor Depart-
ment. New jobs are harder to find:
More than five million people col-
lected unemployment insurance in
the week ended Feb. 14.

More bad news came from the
housing sector, where the recession
has its origins. New-home sales fell
10.2% in January, to a seasonally ad-
justed annual rate of 309,000. That
would be the lowest since at least
1963, when the data started.

The number of unsold new
homes fell, but a key measure of in-
ventory—new homes divided by
the sales pace—increased. The
amount of time new homes are stay-
ing on the market rose to 9.3
months, the longest since August
1982 when, like now, the economy
was mired in recession.

Job seekers wait in line to enter a job fair in San Mateo, Calif., Wednesday. The number of Americans filing new claims for
unemployment insurance rose to 667,000 last week.

Source: U.S. Bureau of Labor Statistics
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By Yochi J. Dreazen

WASHINGTON—A roadside
bombing in Afghanistan Wednes-
day that killed four British soldiers
highlights a disturbing trend: Coali-
tion fatalities, which have declined
in past winters, instead have been
spiking to record levels amid in-
creasingly fierce fighting through-
out the country.

The explosion occurred a day af-
ter four U.S. soldiers were killed
elsewhere in southern Afghanistan.
The two blasts pushed the February
2009 coalition death toll to at least
23, a higher level than in any previ-
ous February.

The deaths come as the Obama
administration scrambles to reverse

Afghanistan’s deterioration, which
is emerging as the new administra-
tion’s top foreign policy concern.
President Barack Obama approved
the deployment of 17,000 additional
American troops to Afghanistan last
week, and U.S. commanders expect
to deploy 13,000 more before year
end. Those additions will nearly dou-
ble the approximately 35,000 U.S.
troops in Afghanistan now.

U.S. commanders in Washington
and Kabul acknowledge that the coa-
lition death toll will likely rise even
higher in coming months as the
American reinforcements arrive in
Afghanistan and mount new offen-
sives against Taliban strongholds in
southern and eastern Afghanistan.

“I have to tell you that 2009 is go-

ing to be a tough year,” Gen. David
McKiernan, the top American com-
mander in Afghanistan, said last
week. He said coalition forces are
stuck in a “stalemate” with the re-
surgent Taliban.

Violence in Afghanistan has
closely tracked the seasons since
the start of the war in 2001, decreas-
ing during the harsh winter months
and picking up in the spring.

There were 27 coalition deaths
in December 2008, compared with
nine the previous December and
four in 2006. January saw 24 fatali-
ties, up from 14 in January 2008 and
two the previous year. In February
2008, there were just seven fatali-
ties, compared with 23 so far in Feb-
ruary 2009.
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Pension plan for RBS
is also having a bad time

By Luke Jeffs

The chief executive of Chi-X Eu-
rope Ltd., the London-based alterna-
tive equities market that is challeng-
ing the dominance of Europe’s big-
gest stock exchanges, is leaving the
company.

The departure comes just two
months after a fund-raising deal di-
luted the stake of the group’s main
shareholder.

Peter Randall, who has run Chi-X
since its launch in March 2007, is leav-
ing the company for personal rea-
sons, according to people close to the
situation. The date of his departure
has yet to be determined, but a suc-
cession plan is in place, according to
people familiar with the matter.

Chi-X declined to comment on
Mr. Randall’s departure. Mr. Randall
couldn’t be reached. Mr. Randall’s
plan to leave was previously re-
ported by the Financial Times.

Chi-X said in December it had se-
cured £12 million ($17 million) in
new funding from existing share-
holders in a deal that reduced the
stake of its majority owner, agency

broker Instinet Europe, a subsidiary
of Instinet International Ltd. A con-
sortium of its customers also have
an ownership stake.

Since joining the company from
Instinet, Mr. Randall has built
Chi-X into the fifth-largest equi-
ties market in Europe. Other so-
called multilateral trading facili-
ties, or MTFs, followed Chi-X’s
lead, seeking to take advantage of
new laws aimed at liberalizing the
continent’s financial markets, but
Chi-X remains the most successful.

Last week, Chi-X performed 9.1%
of trades in the 10 largest European
markets, including 15% of trades in
FTSE 100 stocks, according to finan-
cial-software group Fidessa. Tur-
quoise, which launched in Septem-
ber, performed 6.2% of trades across
Europe’s 10 biggest markets last
month, while Bats Global Markets
Inc.’s Bats Europe, launched in Octo-
ber, did 1.2%.

`In London, Europe’s main equity
center, Chi-X Europe is now trading
nearly 15% of U.K. equities, a perform-
ance that has contributed to the Lon-
don Stock Exchange’s market share
falling below 75% for the first time.

However, MTFs are facing an un-
certain future. Equity trading vol-
umes, the source of revenue for

these firms, were robust through
most of last year and even enjoyed a
spike in September and October
amid the turmoil sparked by the col-
lapse of Lehman Brothers Holdings
in mid-September.

But trading activity slowed dras-
tically in November, as hedge funds
and investment banks, which had ex-
ploited the technological advan-
tages of MTFs for their complex
trades, withdrew from the market.

Traditional exchanges typically
have a spread of interests. As well as
their equity-trading businesses, they
generally have derivatives and bond
trading, post-trading services and
data and technology units to keep
them buoyant when trading slows.

The MTFs, by contrast, rely exclu-
sively on equity trading for revenue,
a problem compounded by their de-
termination to offer lower fees than
the exchanges, which means they
also are operating on thin margins.

The consensus among their cus-
tomers is that not all the MTFs will
survive the next six months. Mr. Ran-
dall’s counterpart at Turquoise, Eli
Lederman, said last month, “It is al-
most impossible to see any way for-
ward that doesn’t lead to consolida-
tion, whether between an exchange
and an MTF or between two ex-
changes.”

Chief of Chi-X to leave
Randall’s departure
follows fund raising;
successor not named

Source: Hemscott

Breaking up with brokers
The financial crisis is shaking up some long-standing relationships between 
corporate brokers and British firms. The number of companies in the FTSE 100 
that corporate brokers have as clients. Some companies have more than one 
corporate broker.
       Ranking   Number of clients
Latest    November   Broker Latest    November

 1 1 J.P. Morgan Cazenove

 2 2 UBS Investment Bank

 3 3 Merrill Lynch International

 4 5 Deutsche Bank (U.K.)

 5 4 Citi

 6 5 Morgan Stanley & Co. International

 6 8 RBS Hoare Govett

 8 7 Credit Suisse

 9 9 Goldman Sachs Equity Securities (U.K.)

 10 10 Lehman Brothers International (Europe)

 11 11 Dresdner Kleinwort

 — 12 Arbuthnot Securities

 12 12 Brewin Dolphin Investment Banking

 12 12 Davy

 12 12 HSBC Bank

 12 12 Panmure Gordon & Co.
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By Elizabeth Pfeuti

The pension plan of Royal Bank
of Scotland Group PLC fell into a
large deficit last year following a
surge in liabilities, another source
of pressure on former Chief Execu-
tive Fred Goodwin to relinquish
part of his annual retirement enti-
tlement.

The company pension plan, val-
ued at £18.7 billion at the end of
2007, had a surge in liabilities to
wipe out the £340 million surplus
at the end of 2007.

The £2 billion deficit would have
been worse had corporate-bond
yields, which are used to calculate
the present value of future liabili-
ties, hadn’t also rocketed over
2008.

While large, the rise in RBS’s lia-
bilities and resulting overall deficit
is in line with what is happening at
many U.K. pension plans due to
plunges in asset values and changes
to pension accounting rules.

Sir Fred couldn’t be reached for
comment. RBS didn’t return re-
quests for comment.

Had the U.K. government let
RBS collapse, its pension plan
would have become the responsibil-
ity of the Pension Protection Fund,
the lifeboat for retirement plans of
bankrupt U.K. companies.

Members of pension plans trans-
ferred to the lifeboat, which is
funded by a levy on all 7,800 U.K.
pension plans, aren’t automatically
entitled to their full pension. Those
receiving pension payments who
are under the statutory retirement
age receive no more than 90% of
what the employer promised.

According to RBS’s annual re-
port for 2007, Sir Fred had accrued
pension benefits worth about
£650,000 a year upon retirement.
Depending on how another element
of his pension was evaluated, that
amount could have risen to as much
as £698,000 a year. RBS has yet to
publish its 2008 annual report. The
value of plans’s assets, over 60% of
which were in stocks at the end of
2007, also fell in 2008.

According to the 2007 annual re-
port, RBS held £69 million in its own
company shares with a further £606
million held in financial instru-
ments issued by the group. The RBS
share price fell 89% in 2008 to 49
pence, from £4.44.

www.efinancialnews.com

New arrival
Market share of the value of trades in shares belonging to the FTSE 100, 
CAC 40 and DAX indexes. Five-day average as of Feb. 26 

Source: BATS
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Budget cuts loom in Iraq
Lawmakers consider
curbing spending 7%
as oil prices tumble

U.K. consumers feel pain
but express more confidence

Sources: Thomson Reuters via WSJ Market Data Group (crude oil); WSJ research (budget) 

As oil falls, Iraq’s budget shrinks
Crude-oil prices, Nymex-traded futures contract
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Iraq, British firm sign
oil-drilling joint venture

By Gina Chon

BAGHDAD—Iraq’s parliament is
considering budget cuts of about
$4.2 billion, or 7% of this year’s
spending plan, as it scrambles to
cope with low oil prices.

Lawmakers are proposing a
host of cost-saving measures, in-
cluding more cuts in a food-ration
program that was a staple of Iraqi
life under Saddam Hussein. The
government has frozen hiring, one
official said.

The belt-tightening comes at a
time when Prime Minister Nouri al-
Maliki has made reconstruction
and economic gains a centerpiece
of his administration. Voters in lo-
cal elections in January abandoned
many of Iraq’s religious parties,
saying they were frustrated by un-
fulfilled economic promises, includ-
ing job creation and the restora-
tion of services such as power, wa-
ter and garbage collection.

Finance officials started revis-
ing budget spending last year, as
oil prices declined. Iraq depends on
oil for 90% of its revenue.

In the fall, Iraqi finance officials
cut 16% off an initial, proposed 2009
budget of about $80 billion. Later,
they lopped off an additional 10%,
bringing the proposed budget to the
current roughly $60 billion level.

The initial budget was based on
oil at $80 a barrel and the current
draft is based on $50. That still
seems lofty considering that U.S.
crude, which trades at a premium to
Iraqi blends, is now at just over $40 a
barrel. The finance ministry submit-
ted the plan to parliament earlier in
February, and lawmakers could vote
on it as early as this weekend.

Although a budget has yet to be
approved, this year’s spending com-
mitments already are outpacing ex-
pected oil revenue. Earlier this
year, Iraq set aside $19 billion of its
$34 billion budget surplus money
to cover the expected deficit.

Iraq’s creaky bureaucracy may
end up helping the country cope in
the short term with the budget
crunch. Because it lacks comput-
ers, budget planners and accoun-
tants, Iraq has been slow to spend
money earmarked for projects.
Cash that has been committed may
sit in federal or ministerial bank ac-
counts for months or years before
being spent.

That has meant that building
projects already started across the
country haven’t been affected. But
as Iraq ramps up spending capac-
ity, today’s budget cuts could start
to threaten planned reconstruc-
tion projects.

The U.S. no longer does large-
scale reconstruction projects in
Iraq, such as building power plants,
and is focusing its efforts on capac-
ity building and training. According
to a Congressional Research Ser-

vice report from November, total
U.S. reconstruction assistance went
from $8.5 billion in 2007 to $5.1 bil-
lion in 2008 to almost $1.7 billion
for 2009, which includes funds that
have yet to be allocated.

Because of Iraq’s difficulties in
spending its own budget money,
U.S.-funded reconstruction projects
sometimes helped to fill the gap.
But with those funds now decreas-
ing, Iraq will face even more pres-
sure to rebuild with ebbing re-
sources.

Previous budget cuts have been
so severe in some critical areas
that some lawmakers worry they
may have gone too far. Budget plan-
ners cut the electricity ministry’s
capital-expenditure budget to $1.1
billion, from $6.4 billion. The cuts
left ministry officials scrambling
to pay some bills, including a $5 bil-
lion commitment to buy gas tur-
bines for power generators from
foreign companies.

“What can we do with $1 bil-
lion?” an electricity-ministry
spokesman said. “That is nothing
compared to all the work we have
to do to fix power.”

ECONOMY & POLITICS

By Gina Chon

BAGHDAD—Iraq’s Ministry of Oil
and the British-based Mesopotamia
Petroleum Co. signed a joint venture
to drill for oil in Iraq, marking the
first partnership between a state-
owned Iraqi oil company and a for-
eign firm.

The venture, to be called Iraqi Oil
Services Company LLC, will employ
about 1,500 workers, and more than
90% of those employees will be Ira-
qis, the two parties to the deal said.

The state-owned Iraqi Drilling
Co. will own 51% of the new com-
pany and Mesopotamia will own
49%. Officials say they hope the com-
pany will begin operating in six
months.

The two parties will invest a total

of $400 million in Iraqi Oil Services.
The company will have an initial bud-
get of $90 million, allowing it to pur-
chase 12 new drilling rigs, among
other activities. The company will
provide drilling operations to Iraq’s
state-owned oil companies, and will
focus on the southern oil fields
around Basra, where the company
will be based.

Royal Dutch Shell PLC, along
with Mitsubishi Corp., is planning a
joint venture with the state-owned
South Gas Co. to capture and pro-
cess natural gas, currently burned
in oil fields around Basra. Shell and
South Gas signed a preliminary
agreement in September, and Mit-
subishi later joined in the invest-
ment, but the roughly $3 billion deal
has yet to be finalized.

A WSJ NEWS ROUNDUP

Latvia’s prime minister desig-
nate, Valdis Dombrovskis, said in his
first day on the job Thursday that
the Baltic state could fall short of
money by the summer.

Further budget slashing is
needed for the European Union’s
most troubled economy, Mr. Dom-
brovskis said, adding to the steady
stream of negative news flowing out
of emerging Europe. The head of Ro-
mania’s central bank also said Thurs-
day his country will ask the Interna-
tional Monetary Fund and the Euro-
pean Union for loans.

Latvia, for its part, has already
been forced to turn to the Interna-
tional Monetary Fund, the Euro-
pean Union and Nordic govern-
ments for a combined Œ7.5 billion in
emergency funding.

“The state is on the verge of bank-
ruptcy,” Mr. Dombrovskis told re-

porters Thursday, after Latvia Presi-
dent Valdis Zatlers appointed the
37-year-old European Parliament
member to form a new governing co-
alition following the previous gov-
ernment’s collapse last week.

Mr. Dombrovskis, of the center-
right New Era party, served from
2002 to 2004 as the country’s fi-
nance minister. He is regarded as a
fiscally conservative reformist.

Latvia’s economy is expected to
fall more than 10% this year—a drop
that will likely be the steepest in the
EU. But with the global economic cli-
mate still deteriorating, Latvia’s eco-
nomic and public finance outlook
has continued to dim.

Ratings agency Standard &
Poor’s Corp. downgraded Latvia
debt to “junk” status Tuesday, while
Fitch Ratings Inc. said downgrades
await if the country wavers on its
IMF program commitments.

Latvia’s new leader cautions
that its finances are on the brink

By Paul Hannon

LONDON—U.K. consumer confi-
dence staged a surprise recovery in
February, the only indication so far
that the government’s efforts to stim-
ulate the economy may be working.

According to the results of a
monthly survey released by polling
firm GfK NOP, the headline measure of
consumer confidence rose to minus
35 from minus 37 in January. The in-
crease in confidence was a surprise,
with economists surveyed by Dow
Jones Newswires last week having
forecast the measure would fall to mi-
nus 40.

According to the survey, consum-
ers became significantly more opti-
misticabout thegeneraleconomicout-
look for the next 12 months, while at
the same time downgrading their as-
sessment of the state of the economy
over the past 12 months. That indi-
cates they are feeling the U.K.’s reces-
sion, but believe a recovery by early
2010 is possible. Both the government
and the Bank of England have said
that is a likely outcome.

“The public certainly recognize
that it’s been a tough year, with the
lowest-ever score for the general

economic situation over the past 12
months,” said Rachael Joy, an ana-
lyst at GfK NOP. “However, looking
to the future, we saw an uplift in con-
sumers’ views of both their personal
situation and the general economy
over the next 12 months.”

Consumers have many reasons to
be fearful. Job losses are likely to con-
tinue to rise as the economy shrinks
and Nationwide Building Society re-
ported house prices fell by the larg-
est annual fall since records began in
1991, inflicting a sizable dent in the
net worth of most Britons.

The government and the BOE
will likely view the rise in consumer
confidence as a tentative validation
of their efforts to stop the U.K. slid-
ing further into a downturn.

The BOE has cut its key interest
rate by four percentage points since
early October. It also indicated it is
willing to boost money supply by
buying government bonds and
other securities to support demand.

Meanwhile, the government con-
tinues to roll out initiatives de-
signed to reverse the decline in bank
lending, announcing details Thurs-
day of a plan to insure banks against
losses on bad assets.
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BBVA to exit hedge funds
due to poor market conditions

By Natasha Brereton

And Adam Bradbery

LONDON—Banks’ bonus-pool cal-
culations should take into account
current and future risk as well as the
cost of capital used to achieve prof-
its, the U.K.’s financial watchdog
said in the draft version of its code
of practice on remuneration.

“We have already outlined the
work we have been doing on remu-
neration during the last 12 months,”
Hector Sants, chief executive of the
Financial Services Authority, said in
a statement. “The code of practice
we have published [Thursday] is the
next stage in that work and clearly
lays out the framework we expect
firms to adopt.”

However, some regulatory con-
sultants questioned how far guide-

lines, rather than rules, will be able
to change a bank’s hardwired in-
stinct of paying high bonuses to win
the best talent.

Financial institutions must be
able to demonstrate that their com-
pensation policies take into account
the long-term health of the
company, rather than bas-
ing performance solely on
the results of the current fi-
nancial year, the FSA said in
its code of practice. The
boards of directors and se-
nior executives of a com-
pany should also assess non-
financial factors, such as ad-
herence to risk manage-
ment and compliance with
regulations, it added.

The FSA also said the de-
sire to pay bonuses that are competi-
tive with other banks should be sec-
ondary to the aim of ensuring the fi-
nancial health of the company. In-
stead, base salaries ought to make
up a sufficiently high proportion of
total pay, so that a company’s bonus
policy can be “fully flexible.”

Yet some consultants who advise
banks on their regulatory obliga-
tions said it is hard to see how the
FSA will enforce these principles.

“Enforcement of this will be chal-
lenging,” said Jonathan McMahon,
director of Promontory Financial

Group, a consulting com-
pany. “Absent any new
tools, it’s not clear how
they will enforce this ex-
cept through the day-to-
day supervision process.”

The FSA will most likely
assess whether companies
are complying with the
code through its supervi-
sory visits, and it could
then decide whether to in-
crease oversight of a com-
pany as a result of those

policies, he said.
Mr. McMahon suggested that pro-

posed tighter regulations on capital
would more effectively retrain
banks’ bonus policies. Such regula-
tions, he said, would keep a check on
risk-taking and tone down profits
on which compensation is based.

By Kara Scannell

And Evan Perez

Ralph MacDonald, a 75-year-old in
Boca Raton, Fla., thought he had mil-
lions of dollars in a brokerage account
to see him through his retirement.

But now it is all frozen in the
Stanford Financial Group affair,

and the former
trucking-company
owner says he is
having trouble
meeting his daily
living expenses.

Mr. MacDonald
is one of dozens of investors crying
foul. They say they didn’t invest in the
Stanford certificates of deposit that
are at the center of government fraud
charges. Instead, they had brokerage
accounts at Stanford that hold stocks,
bonds and mutual funds, and they
can’t get access to them because of an
order by a court-appointed receiver.

The receiver, Houston lawyer
Ralph Janvey, didn’t return calls
seeking comment. Lawyers familiar
with asset freezes say he is just do-
ing his job and ensuring he has a
good grasp of the Stanford compa-
nies’ finances before allowing cus-
tomers to access their accounts.

Authorities in the U.S., the Carib-
bean and South America are sorting
through the financial empire of Texas
businessman R. Allen Stanford,
whom the Securities and Exchange
Commission has charged with an $8
billion civil fraud. The federal judge
overseeing the case authorized Mr.
Janvey to freeze the assets of Mr.
Stanford and his key companies.

That has sparked at least five
court motions by U.S. investors
from Florida to Texas seeking an
amendment to allow them to take
out some or all of their money.

In many of the cases, the custo-
dian of the investments in the Stan-
ford brokerage accounts is Pershing
LLC, a subsidiary of Bank of New
York Mellon Corp. Some investors

thought that, because Pershing has
custody, their investments could be
released, but Pershing says it can’t do
so without violating the court order.

Some lawyers and investors say
they haven’t been able to reach Mr.
Janvey and have no idea how long
the freeze will last.

In the event of a liquidation, Wash-
ington lawyer Jack Blum, who repre-
sents investors in fraud cases, pre-
dicted Stanford customers face a
long wait. “At the end of the liquida-
tion, they will get back the securities,
if they still exist,” he said. “What they
can expect is waiting a number of
years to see their actual securities.”

Mr. MacDonald is one of those who
has filed a motion. “It’s crazy,” Mr.
MacDonald said. “They virtually cut
us off,” he said, referring to the court
order. As the scandal involving Ber-
nard Madoff’s alleged Ponzi scheme
unfolded this winter, Mr. MacDonald
repeatedly called his son, who also is
his broker, to check on Stanford and to
confirm that his situation would be
different. “Every day I talk to my son
and say, repeat to me: ‘Pershing is a
separate corporation and all the as-
sets are in my name,’ ” Mr. MacDonald
said. By contrast, Mr. Madoff had pos-
session of his clients’ accounts and no
independent custodian.

Pershing hasn’t been accused of
any wrongdoing related to the Stan-
ford case.

The grab for assets is leading to
conflicting claims regarding juris-
diction among nations whose citi-
zens have exposure to Stanford.

Lawmakers on the twin-island na-
tion of Antigua and Barbuda were set
to convene in emergency session
Thursday to pass legislation seizing
“fora public purpose” about 250 acres
of real estate owned by Mr. Stanford.

In Venezuela Wednesday, a judge
froze the assets of eight board mem-
bers of the Stanford-owned Venezu-
ela bank, Stanford Bank SA.

—Glenn R. Simpson
contributed to this article.

Asset freeze frustrates
many brokerage clients

U.K. drafts bonus guidelines
Agency says banks
should focus on risk,
go beyond results

Hector Sants

In the latest round of financial-
fraud allegations to erupt, two U.S.
money managers have been accused
of misappropriating at least $553 mil-
lion, and using it to fund a lifestyle of
lavish homes, horses and even an
$80,000 collectible teddy bear.

The two men, Paul Greenwood,
61 years old, of North Salem, N.Y.,
and Stephen Walsh, 64, of Sands
Point, N.Y., were arrested by Federal
Bureau of Investigation agents and
face criminal charges of conspiracy,
securities fraud and wire fraud by
the U.S. Attorney for the Southern
District of New York.

Alleged victims include Carnegie
Mellon University, which had in-
vested more than $49 million, and
the University of Pittsburgh, which
put in more than $65 million, court
records show. The Iowa Public Em-
ployees Retirement System said it
had invested about $339 million, or
2% of its portfolio. The Sacramento
County Employees’ Retirement Sys-
tem in California said on its Web site
that it had invested $89.9 million, or
1.6% of its total fund.

The case marks the latest in a se-
ries of scandals, topped by Bernard
Madoff, who authorities say admit-
ted in December to masterminding a
$50 billion Ponzi scheme. Other
cases include R. Allen Stanford, a
Texas financier who has been ac-
cused by the Securities and Ex-
change Commission of an $8 billion
fraud involving certificates of de-
posit, and Marc Dreier, a prominent
New York lawyer charged in an al-
leged $400 million hedge-fund scam.

Separately, another alleged fraud
began unfolding Wednesday when
the U.S. attorney charged hedge-
fund manager James Nicholson with
securities and bank fraud in U.S. Dis-
trict Court in Manhattan. Prosecu-
tors don’t have a clear idea of the
size of the alleged loss, saying only
that as much as $900 million could
have been invested with his firm.

Mr. Nicholson’s lawyer, Ira Lee
Sorkin, declined to comment
Wednesday.

Federal prosecutors allege that
since 1996, Messrs. Greenwood and
Walsh ran a fraudulent investment-

advisory scheme, involving several
companies, in which they promised
to invest funds in a program called
“enhanced stock indexing.” It was rep-
resented as a conservative trading
strategy that had outperformed the
Standard & Poor’s 500 Index for more
than 10 years. Prosecutors allege the
men raised more than $668 million
from institutional clients, and misap-
propriated most of the money.

Court documents list several
companies as being controlled by
the two men, including WG Trading
Co. and WG Trading Investors LP in
Greenwich, Conn., and Westridge
Capital Management Inc., based in
Santa Barbara, Calif. They owned
Westridge with another individual,
prosecutors say.

Westridge is structured like a
hedge fund in that it raised money
from big institutional clients,
pooled the funds, and charged fees
based on asset size and profits.

A third man, Mark Bloom, of New
York City, was separately charged by
the U.S. Attorney’s Office, in U.S. Dis-
trict Court in New York, with securi-
ties fraud and wire fraud on allega-
tions of defrauding investors in North
Hills Fund, an investment partnership
he started, and operated separately,
while working at WG Trading Co.

Attorneys for Messrs. Green-
wood and Walsh declined to com-
ment. An attorney for Mr. Bloom de-
clined to comment.

Messrs. Walsh and Greenwood

were released on $7 million bail
each. Mr. Bloom was released on
$3 million bail.

Carnegie Mellon and Pitt, filed a
civil lawsuit last week against
Messrs. Greenwood and Walsh, and
several of the companies allegedly
affiliated with them, seeking an as-
set freeze. According to the lawsuit,
filed in U.S. District Court in Pitts-
burgh, the schools grew concerned
after learning that the National Fu-
tures Association, an industry self-
regulatory association, on Feb. 12
had suspended the two men from
NFA membership and had prohib-
ited them from soliciting new invest-
ments. Earlier this month, the two
men “failed to cooperate with NFA
and produce books and records” dur-
ing an audit by the NFA, according
to documents filed in the case.

The two universities had no com-
ment Wednesday.

Donna M. Mueller, chief execu-
tive of the Iowa pension fund, said:
“This is an indication that regula-
tors moved quickly to address suspi-
cions and are acting on our behalf.”

Messrs. Greenwood and Walsh
also face civil charges from the SEC
and the Commodity Futures Trad-
ing Commission, which became in-
volved in the case because it regu-
lates futures markets. The alleged
fraud involved trading in financial
futures pegged to stock indexes.

—Gregory Meyer
contributed to this article.

Pair lived large on fraud, U.S. says

MONEY & INVESTING

By Christopher Bjork

MADRID—Spain’s Banco Bilbao
Vizcaya Argentaria SA said Thurs-
day it has decided to pull out of the
hedge-fund market, shutting down
Proxima Alfa Investments and exit-
ing two other joint ventures.

Spain’s second-biggest bank by
assets said the pullout was the re-
sult of tough market conditions and
in anticipation of potential effects
from the financial crisis on the
hedge-fund industry. The closure af-
fects around 100 employees, and rep-
resents less than 1% of the bank’s
Œ130 billion ($165 billion) in assets
under management, said a BBVA ex-
ecutive, whose name the bank de-
clined to release.

The global financial crisis has
cooled a once-blossoming romance
between banks and hedge funds,
with some banks experiencing how
being too closely associated with
the industry could taint their image.
BBVA’s larger rival Banco Santander
SA recently took a hit to its reputa-
tion from news that its fund-of-
hedge-funds manager Optimal In-
vestment Services had an exposure
of Œ2.3 billion to Bernard Madoff’s

alleged Ponzi scheme. It has since
said it would shut down Optimal.

In addition to Proxima, BBVA is
winding down Altitude and exiting
BBVA Partners, two smaller alterna-
tive-investment managers. Most of
the 2,000 or so clients that are in-
vested in the 24 funds affected by
the closure are institutional inves-
tors, the BBVA official said.

With $930 million in assets un-
der management, Proxima Alfa was
BBVA’s biggest bet on hedge funds.
The bank invested $1 billion of its
own funds when it formed Proxima
in 2006 as a $3 billion joint venture
with hedge-fund company Vega As-
set Management.

It bought Vega’s part of the busi-
ness last year. The BBVA official said
the bank had been reducing its in-
vestment in Proxima and wouldn’t
suffer losses as a result of the clos-
ing.

Altitude is a fund-of-funds man-
ager launched in 2004 in partner-
ship with U.K. investment firm
Schroders PLC with Œ125 million in
assets under management, while
BBVA Partners is a single-fund man-
ager with Œ280 million in assets un-
der management.

THE
STANFORD

AFFAIR

Authorities say money manager Paul Greenwood, left, and associate Stephen
Walsh spent lavishly on horses, houses and collectible teddy bears.
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By Steve Stecklow, Chad Bray
and Jenny Strasburg
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