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London’s worst snow-
storm in 18 years over-
whelmed its transportation
system and the city ground to
a halt. Overnight storms also
backed up traffic across
Northern France.

Franco-Dutch carrier Air
France-KLM SA said it can-
celed 30 domestic and Euro-
pean flights out of Paris’s
Charles de Gaulle airport, one
of Europe’s busiest. There
were 200 kilometers of
backed-up traffic around

Paris and nearly as much in
snow-hit regions outside the
capital, said France’s road-
condition information center.

London’s Heathrow air-
port closed one of its two run-
ways and reported more than
650 cancellations. In the morn-
ing, an Airbus 330 coming
from Cyprus slid off the air-
ports taxiway with 104 passen-
gers on board. There were no
injuries or damage, said Kyria-
kos Kyriakou, a spokesman for
Cyprus Airways Public Ltd.

Major delays and cancella-

tions were also reported at Lon-
don’s other major airports,
Gatwick, Luton and Stansted,
while City Airport was closed.
Heathrow, Gatwick and Stan-
sted airports are owned by BAA
Ltd., a unit of Spain’s Grupo Fer-
rovial SA.

In the city, shops, schools
and courts shut down and
long trails of commuters
trudged through the streets,
looking for scarce taxis or
ways to work after more than
10 centimeters of snow fell
overnight. Some parts of

Southeast England reported
up to 25 centimeters of snow.

“We’re not in Russia here,”
said Guy Pitt, a Transport for
London spokesman. “We
don’t have an infrastructure
built for constant snow.”

There were also massive
traffic jams on many high-
ways near the British capital.
“We are doing everything in
our power to ensure that the
services—road, rail and air-
ports—are open as quickly as
possible and we are continu-

Please turn to page 31

Europe weathers a big chill
Heavy snow and freezing temperatures wreak havoc on U.K. and France

Taming ‘Tigers’

Sri Lanka aims to turn
rebels into minority politi-
cians. News in Depth, 16-17

4 p.m. ET
PCT

CLOSE CHG
DJIA 7936.75 -0.80
Nasdaq 1494.43 +1.22
DJ Stoxx 600 186.32 -2.57
FTSE 100 4077.78 -1.73
DAX 4271.04 -1.55
CAC 40 2930.05 -1.48

Euro $1.2809 -0.08
Nymex crude $40.08 -3.84

By Gregory Zuckerman

And

David Gauthier- Villars

Harry Markopolos, the Bos-
ton-based investor-turned-in-
vestigator who for years
warned regulators that Ber-
nard Madoff was running a
huge Ponzi scheme, has re-
ceived pitches to appear on
television shows, make mov-
ies and write books elaborat-
ing on his experience. Later
this month, he is scheduled to
appear before Congress to
present recommendations to
improve the Securities and Ex-
change Commission.

But rather than enjoy a
sense of vindication, Mr.
Markopolos is miserable. He
has trouble sleeping and is
racked by guilt, he says, partic-

ularly over the apparent sui-
cide of Thierry Magon de La
Villehuchet, a French money
manager found dead shortly
after Mr. Madoff’s Dec. 11 ar-
rest on fraud allegations.

Although some who have
been at Mr. de La Villehu-
chet’s firm say they don’t rec-
ollect any warning, Mr. Marko-
polos says he told Mr. de La
Villehuchet, a colleague, as
well as investors at other
firms that he thought Mr.
Madoff was a fraud. He re-
grets that he couldn’t per-
suade many of them.

Told that some investors
don't recall his warnings, Mr.
Markopolos says: "Everyone
who had Madoff that we
warned and didn’t listen all of
a sudden has either amnesia

Please turn to page 31

Erdogan’s outburst
Turkey’s PM lashes out
at Israel while bombing
the Kurds. Page 13

By Lananh Nguyen

LONDON—Hundreds of
workers resumed strikes
across the U.K. to protest the
use of foreign labor, as compa-
nies and unions entered talks
to resolve the dispute that
sparked the actions.

French oil company Total
SA entered mediated talks
Monday to end a strike by con-
tract workers that began last
week at its Lindsey oil refin-
ery in eastern England.

In a rare example of back-
lash in a country that has
prided itself on its economic
openness, the Lindsey workers
are protesting Total’s decision
to award a construction sub-
contract to Italy-based Irem
SpA, which intends to bring in
its own staff from abroad
rather than use local workers.

The strike has inspired sym-
pathy actions at more than 10
other refineries, power plants
and energy facilities.

The protests at the Lindsey
refinery dwindled to about
150 workers Monday from
about 600 last week as Eng-
land was hit by heavy snow-
storms, according to local po-
lice. Meanwhile, workers at
other sites joined the action to
voice support for the workers
at Lindsey. At the U.K.’s larg-
est nuclear site, Sellafield in
northwest England, 900 con-
tractors walked out, a spokes-
woman said. Operations were
unaffected at all the sites

Please turn to page 31

During the Changing of the Guard,
the horses coped better with London’s
snow than the capital’s buses did.

Corporate News: EU crackdown may undermine health claims in food advertising
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Colleague’s death

racks Madoff tipster

Workers
resume
strikes
in U.K.

Inside
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The euro zone’s manufactur-
ing sector contracted in Janu-
ary, but at a slower pace
than at the end of last year.
New orders fell for the 10th
straight month and, in re-
sponse to their shrinking or-
der books, factories cut staff
at a record pace. Page 2

n French unemployment
soared in December, pushing
job losses in the fourth quar-
ter to their highest level in
over two decades. Page 2

n The Obama administration
will outline its rescue plans
next week, including an ef-
fort to help homeowners
and more steps to shore up
the financial sector. Page 32

n U.S. manufacturing activ-
ity got a bit of a reprieve in
January, but consumer spend-
ing fell in December for the
fifth straight month. Page 11

n Banking stocks led Euro-
pean markets lower. A tumble
for some big-name industrial
and financial stocks weighed
on U.S. stocks. Page 20

n New-car registrations fell
in France, Spain and Italy as
the downturn continued to hit
consumer spending. Page 2

n Fiat aims to wrap up its
study of Chrysler’s operations
soon, the CEO said. Page 3

n Ryanair posted a loss for
its third quarter, hit by soar-
ing fuel prices and fare re-
ductions, but it raised its full-
year profit forecast. Page 5

n BNP said its planned acqui-
sition of banking assets from
Fortis won’t boost its core cap-
ital ratio, sending the French
bank’s shares lower. Page 21

n A Russian regulator found
that fertilizer producer Uralkali
could have prevented a major
flood at a mine, people famil-
iar with the matter said.

n The Russian ruble fell to
a new low against the euro
and the U.S. dollar. Page 21

n Iceland’s prime minister
asked the nation’s three cen-
tral bank governors to resign
amid the economic crisis.

n Chinalco confirmed it is
discussing cooperation with
Rio Tinto. Analysts said the
Chinese firm likely is attracted
to the miner’s assets. Page 7

n About 20 million migrant
workers lost their jobs in re-
cent months, Chinese offi-
cials estimated. Page 9

n Pakistani forces launched
a search for an American U.N.
official abducted by militants.
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The euro zone risks pil-
ing the pain on Eastern Eu-
rope. As the bigger econo-
mies of the West unleash
fiscal stimuli to kick-start
their economies—and run
up bigger deficits—they
could crowd out their less-
developed neighbors.

Eastern Europe—the Bal-
tic States, Hungary and
Ukraine in particular—have
for years relied on foreign
capital to fund current-ac-
count deficits. But those
now are ballooning. The ag-
gregate current-account defi-
cit is forecast at Œ152 billion
($195 billion) for 2009, com-
pared with just Œ40 billion
in 2008, just as foreign capi-
tal is starting to dry up.

That comes as investors
are spoiled for choice on Euro-
pean sovereign debt. Fitch cal-
culates that Western Europe’s
gross borrowing requirement
will rise 45% this year to
nearly Œ2 trillion. European
governments have guaranteed
around Œ1.5 trillion of bank
debt over the next three
years, which will also lure sov-
ereign debt investors.

In response, the Euro-
pean Central Bank should
provide more support to
Eastern European countries.
Not only are they aspiring
members of the currency
zone, but it is also a case of
self-interest. The collapse
of these neighboring econo-
mies could add to euro-

zone instability.
So far, Eastern European

governments are still financ-
ing their deficits—albeit at
higher yields and shorter ma-
turities. Polish 10-year debt
is trading at a wider spread
over the benchmark German
Bund than comparable Greek
debt, despite arguably being
a better credit risk.

But Hungary and Latvia
have had to request emer-
gency loans from the Inter-
national Monetary Fund.

The ECB could help to ad-
dress the problem by accept-
ing local currency debt is-
sued by non-euro-zone sover-
eigns as collateral—albeit
with a big haircut to compen-
sate for the currency risk.

That would encourage Euro-
pean banks to buy Eastern
European sovereign bonds
and send a powerful signal
that the EU won’t leave its
newest and aspiring mem-
bers out in the cold.
 —Matthew Curtin

Stuck in a hole mostly of
its own making, Rio Tinto
has put the call out to China
for a large investment.

It’s difficult to think of
who else Rio could ap-
proach right now to raise a
sum speculated to be as
high as $15 billion. And it’s
also not hard to see why
China is interested.

Rio is in talks with state-

owned Aluminum Corp. of
China, or Chinalco, over the
sale of convertible bonds or
individual mines, though the
potential value of the deal is
unconfirmed. Chinalco al-
ready owns 9% of Rio, bought
for $14.3 billion last Febru-
ary—an investment that has
lost about 75% of its value.

In another industry,
losses like that might scare

off an investor. But this is
China’s resources sector, and
Chinalco’s interest in Rio fits
neatly into Beijing’s plan to
secure and diversify China’s
commodities supply.

It’s a long-term priority,
and not the kind of thing to
be derailed by an economic
downturn. Even in the near
term, Beijing’s infrastructure-
spending drive will create

demand for raw materials.
True, some countries

may not be too keen on a
flood of Chinese invest-
ment, and the Chinese com-
panies themselves have
been pinched recently. Chi-
nalco itself saw 2008 net
profit drop 87.5%.

So Chinalco and its Chi-
nese peers will be shrewd
buyers. —Andrew Peaple

Canary’s song still sweet

It’s natural: Rio Tinto turning to Chinalco for help

U.S. rescue to be laid out
Treasury secretary
to speak next week
on financial plans

At first glance, Canary
Wharf Group should be one
of the worst-hit property
companies. Banks represent
65% of the company’s ten-
ants—one of which, Lehman
Brothers, has gone bust,
and another, Morgan Stan-
ley, has just said it wants to
vacate 345,500 square feet
10 years ahead of schedule.

That’s raised fears that
Canary Wharf’s majority
owner, Songbird Estates—
whose shareholders include
Morgan Stanley via its real-
estate fund—could be at
risk of breaching loan
covenants.

But Songbird may be fur-
ther from croaking than it
looks. True, there is a risk
Songbird breaches the
loan-to-value covenant on
an £880 million ($1.28 bil-
lion) loan from Citibank
when the December revalua-
tion of its portfolio is final-
ized. The last valuation at
the end of June showed the
loan-to-value ratio at 78.3%
compared with a covenant
trigger of 87.5%. Canary
Wharf’s value is sure to
have fallen since then.

Still, Canary Wharf con-
tinues to perform surpris-
ingly well. Its average lease,
even if all break clauses are

exercised, is 15.6 years.
Even after Morgan Stanley
vacates, the estate will be
96% let. The empty Lehman
building will be occupied by
Nomura for two years, after
which the rent is insured
against tenant default for a
further four years. New ten-
ants including State Street,
KPMG and Fitch Ratings are
all moving in this year.

Canary Wharf’s cash po-
sition is also strong. It has
more than £1 billion of cash
on its balance sheet and is
due a further £400 million
from J.P. Morgan as down
payment on a new headquar-
ters agreed upon in
November.

Indeed, Songbird’s best
hope depends on convincing
the valuers that its J.P. Mor-
gan deal should be the
benchmark for valuing the
rest of the portfolio. While
investment agents estimate
London office yields have
increased to about 7%, the
J.P. Morgan deal was struck
at about 5.5%—only slightly
above yields in June.

That may have been a
one-off deal. But with a lack
of other recent deals to pro-
vide a different valuation
point, Songbird may yet get
a reprieve.
 —Molly Neal

Specter of deflation rises
as Asian inflation slows

By Deborah Solomon

WASHINGTON—U.S. Treasury
Secretary Timothy Geithner will
give a speech next week in which
he will outline the Obama adminis-
tration’s financial-rescue plans, ac-
cording to a Treasury official.

The plan will include an effort
to help homeowners in danger of
foreclosure, as well as additional
steps to shore up the financial sec-
tor.

Wall Street has been anticipat-
ing the new administration’s plans,
including expecting President
Barack Obama to ask Congress for
more money. Many economists no
longer expect the second half of the
$700 billion, which Congress re-
cently approved, to be enough to fix
the ailing financial sector.

The administration hasn’t final-
ized its plans for the heart of the
bank rescue. It is considering a se-
ries of steps that would inject
money into financial firms while re-
lieving them of their toxic assets.
The administration is considering
a two-pronged approach that
would further help banks by hav-
ing the government buy a portion
of their bad assets while offering
guarantees against future losses
on some of the remainder.

The administration continues
to wrestle with the details, includ-
ing what the government should
pay for the troubled assets that are
hampering the balance sheets of fi-

nancial institutions. Mr. Geithner
has assigned teams of staff to ex-
plore alternatives and is expected
to present a plan to Mr. Obama
shortly.

Ahead of the speech, seeking to
improve public perception of the
$700 billion financial rescue, the
administration is this week ex-
pected to announce tougher execu-
tive-compensation restrictions for
some firms that get government
aid. That could help lay the ground-
work with politicians and
the public, who have
grown weary of bailing
out banks. The administra-
tion, realizing the public
is expecting quick action,
seems poised to announce
some of its efforts in
stages.

The tougher rules
would apply to banks that
receive a substantial
amount of money. Chief ex-
ecutives of firms that re-
ceive “exceptional” aid
will be banned from receiving any
severance payments and they,
along with the top 50 executives,
will see their bonus pools shrink by
about 40% from 2007 levels.

The Obama administration
hasn’t detailed what qualifies as
“exceptional” aid, but government
officials say the rules will apply in
cases in which the U.S. provides sig-
nificant dollars, along the lines of
what has been given to American
International Group Inc., Citigroup
Inc. and the Detroit auto makers.

Last week, Mr. Obama called it
“shameful” that Wall Street firms
awarded $20 billion of bonuses
even as Washington was spending
taxpayer dollars to help bail them

out of trouble.
Still, the administration isn’t ex-

pected to attach any new pay curbs
to healthy banks that get money
through the $250 billion Capital Pur-
chase Program. That program,
which has invested nearly $200 bil-
lion in more than 300 financial insti-
tutions, imposes some modest pay
restrictions, including a ban on so-
called golden-parachute severance
payments for top executives.

It won’t be easy to upend a com-
pensation system that is
woven into the fabric of
the U.S. financial system.
Many Wall Street employ-
ees work under employ-
ment contracts that can’t
be unwound.

Defenders of the old
system said it still is use-
ful despite blowups that
have made Wall Street
look disconnected from po-
litical and financial real-
ity. If the government im-
poses caps or other limits

on compensation, some bankers
worry that the most talented peo-
ple will flee to firms that are less
regulated.

Officials also are considering
splitting off the Troubled Asset Re-
lief Program from the Treasury and
creating an independent entity, ac-
cording to government officials.
Some within the department think
such a move could help improve the
perception of the bailout, which
has come under heavy criticism for
being too secretive and not impos-
ing enough rules and conditions on
banks that get government aid.
 —Aaron Lucchetti and

Matthew Karnitschnig
contributed to this article.

ECB should look east

By Ditas Lopez

And David Roman

SINGAPORE—Several Asian na-
tions reported sharp slowdowns in in-
flation in January, setting the stage
for more government intervention at
a time of increasing global concerns
about the threat of deflation.

Thailand’s consumer price index
fell 0.4%, the first year-to-year drop
in nearly a decade. In South Korea,
the CPI rose a lower-than-expected
3.7% in January from a year ago, the
slowest pace of increase since Febru-
ary 2008. Indonesia’s CPI in January
was 9.17% above a year earlier, a
much slower rate than the 11.06%
year-to-year rate in December.

Monday’s data offered the latest
sign of rapidly falling inflation rates
in the Asia-Pacific region. Econo-
mists say many Asian countries,
other than Japan, are well-posi-
tioned to avoid prolonged reces-
sions and even deflation because re-
gional central banks and govern-
ments are pumping cash into their fi-
nancial systems or economies.

They also said Asia is in a better
position than economies in the Euro-
pean Union and the U.S., which face
their own deflation worries, be-
cause most don’t carry the signifi-
cant debt burdens that can weigh on
nations in times of deflation.

The softening of prices gives
Asian central banks the additional
leeway they need to cut interest
rates as worries about economic
growth deepen, analysts said. Defla-
tion “is not just an Asian problem,
but a global one,” said Patrick Ben-
nett, Asian foreign-exchange and
rate strategist for Societe Generale

in Hong Kong.
The general climate of easing in-

flation and interest rates could drag
down regional currencies, which
have already suffered as investors
yanked out their money and shifted
it to what some consider safer ha-
vens, such as the U.S. and Japan.

Economists will be closing watch-
ing China’s coming inflation figures,
particularly its February and March
level, for clues for the region as a
whole, said Mr. Fishwick of CLSA.
“Most countries are going to see in-
flation rates fall aggressively in the
middle of the year and it’s going to
take [the rates] negative in a couple
of countries,” he said.

 —Leigh Murray and Supunnabul
Suwannakij in Bangkok,

Kanga Kong in Seoul
and Farida Husna in Jakarta

contributed to this article.

Timothy
Geithner

Eastern jitters
CDS on sovereigns,
in basis points 

Source: Markit
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New-car registrations
plunge in Spain, Italy

Euro-zone output falls
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as new orders decline

French unemployment worsens
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By David Pearson

PARIS—New-car registrations in
France, Spain and Italy dropped fur-
ther last month as the economic
downturn continued to hit con-
sumer spending on big-ticket items.

In France, registrations of new
cars—which mirror sales—fell to
74,659 in January, down 7.9% from a
year earlier and 2.8% from Decem-
ber, according to the French car mak-
ers association. Adjusted to reflect
one less working day compared
with January 2008, the decline from
a year earlier would have been 3.5%.

In Spain, registrations fell 42% in
January to 59,385 cars from a year
earlier. Spanish car makers associa-
tion Anfac attributed the drop to a
slowdown in consumer spending in
Spain as well as a tougher credit
market and rising unemployment.

In Italy, new-car registrations
dropped 33% in January to 157,418
vehicles from a year earlier, accord-
ing to the Infrastructure Ministry.
Fiat SpA’s share of the Italian auto-
mobile market rose to 32.1% in Janu-
ary from 30.9% in December.

Italy’s government met last week
with representatives of the Italian
autoindustrytodiscusspossiblemea-
sures to support demand. Germany,
France and the U.K. have already an-
nouncedaid fortheir auto industries.

France is holding up better than
Spain and Italy thanks to the govern-
ment measures to prop up car sales,
though registrations are still falling.
French registrations of new cars
made by Renault SA and its subsidiar-
ies fell 21% in January, while larger lo-
cal rival PSA Peugeot-Citroën SA
saw an 11% slump in registrations.

François Roudier, a spokesman for
the French car makers association,
notedthatthedropinRenaultandPeu-
geot-Citroën registrations in January
partlyreflectedtheboosttheyreceived
a year earlier from bonuses and penal-
tiesaimedatencouragingsalesofless-
pollutingvehicles. The French govern-
ment has announced it will pump Œ5
billion to Œ6 billion ($6.4 billion to $7.7
billion) in additional assistance into
France’s automobile industry.

—Jason Sinclair in Madrid
and Jennifer Clark in Milan

contributed to this article. By Gabriele Parussini

PARIS—French unemployment
soared in December, pushing job
losses in the fourth quarter to their
highest level in more than two de-
cadesandfuelingdiscontentwithPres-
ident Nicolas Sarkozy’s government.

The number of people looking for
a job rose by 45,000 in December, Fi-
nance Minister Christine Lagarde
said, bringing the number of jobs lost
in the fourth quarter to more than
156,000. In November, France’s offi-
cial unemployment rate was 7.9%.

The announcement came days af-

ter France’s biggest demonstration
since1995,whenstreetprotestsforced
the government of then-Prime Minis-
ter Alain Juppé to withdraw plans to
overhaul the pension system. Last
Thursday, between one million and
two million people took to the streets
to call for stronger government action
to counter the economic crisis.

Earlier on Monday, Prime Minis-
ter François Fillon detailed the gov-
ernment’s Œ26 billion ($33.29 bil-
lion) plan for boosting the economy,
including 1,000 investment projects—
from the renovation of schools and
prisons to subsidies for small compa-
nies—and Œ200 million in additional
payments to low-income families.

Socialist Party Secretary Martine
Aubry, who took part in last week’s
protest, called the government plan
“undersized and unfit.” Responding
to Ms.Lagarde’sstatement on theDe-
cember jobless figures, Ms. Aubry
called on Mr. Sarkozy to “listen to
the demands of those who marched
last Thursday.” She argued that
boosting purchasing power is the
key to tackling the crisis.

TheSocialistsandthecountry’sbig-
gestunionssaythegovernmentstimu-
lus plan focuses too much on invest-
ment and not enough on financial sup-
port for thosemost affected bythe cri-
sis. The Socialists are calling for a 3%
rise in the minimum wage and higher
social benefits for people temporarily
out of work, among other steps.

The government has ruled out
further social welfare measures.
“To finance the stimulus we’re wid-
ening the budget deficit,” Mr. Fillon
said. “If the deficit doesn’t boost the
country’s competitiveness, how are
future generations going to pay
back our debt?” he added.

Representatives from the coun-
try’s eight largest unions were meet-
ing later Monday to decide whether
to keep up the protest.

“The president…must be aware
that without concrete answers on
employment, salaries and purchas-
ing power, these strikes and protest
marches will continue,” said Daniel
Metrich, a spokesman for the trans-
portfederationof CFDT,France’sbig-
gest union.
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LEADING THE NEWS

3i Group PLC has bid as part of a
consortium for BAA Ltd.’s London
Gatwick Airport, valued at about £2
billion ($2.9 billion). A Financial
News article on Thursday said 3i
owned a stake in it.

Lukoil is delaying the launch of
an oil field in the Russian section of
the Caspian Sea. A Corporate News

article Monday incorrectly said
Lukoil was delaying the launch of a
natural-gas field in the Caspian Sea.

Peter Schiff was economic ad-
viser to Republican presidential can-
didate Ron Paul in 2008. A Jan. 30
Money & Investing article about Mr.
Schiff incorrectly described Mr.
Paul as an independent candidate.

By Paul Hannon

LONDON—The euro zone’s manu-
facturing sector contracted in Janu-
ary, but at a slower pace than at the
end of last year. According to Markit
Economics, the purchasing man-
agers index for the euro zone’s fac-
tory sector rose to 34.4 in January
from 33.9 in December.

It was the first rise in the PMI
since August—although the rise
was to the second-lowest level in
the survey’s 11µ-year history.

The contraction looks set to con-
tinue. New orders fell for the 10th
straight month and, in response to
their shrinking order books, facto-

ries cut staff at a record pace.
The survey also indicates that

inflationary pressures are easing,
with factories saying they cut their

prices at a record pace in January.
The continued decline in senti-

ment suggests that economic
growth will slow drastically in
coming months, and it gives the
European Central Bank fresh
cause to consider another cut in
its key interest rate.

“The surveys show that inflation-
ary pressurGermany’s manufactur-
ing PMI fell to a record low of 32.0
from 32.7 in December, in line with
expectations.

“Production stoppages at auto-
mobile plants remained a principal
area of weakness, with lower de-
mand for component parts reverber-
ating across the intermediate goods
sector and causing further cuts in
manufacturing capacity,” said Tim
Moore, an economist at Markit.

The euro-zone manufacturing
PMI is based on data from Germany,
France, Italy, Spain, Ireland, Aus-
tria, Greece and the Netherlands.
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or Alzheimer’s."
Part of the reason he didn’t

press his warnings: Fear of retribu-
tion by Mr. Madoff, says Mr. Marko-
polos. A lawyer for Mr. Madoff de-
clined to comment.

Mr. Markopolos says he ad-
mired Mr. de La Villehuchet and
wishes they had spoken in the
weeks before his death, just before
Christmas. Mr. de La Villehuchet co-
founded investment firm Access In-
ternational Advisors LLC and after
Mr. Madoff’s arrest had been try-
ing to recover about $1.5 billion
that Access raised through a Euro-
pean fund and invested in Mr. Mad-
off’s business.

Mr. Markopolos says he met Mr.
de La Villehuchet many years ago
through a more junior colleague at
Access, Tim Ng. About seven years
ago, Mr. Markopolos says, he
warned them of his concerns with
Mr. Madoff.

A former colleague of Mr.
Markopolos, Frank Casey, says he
also told Messrs de La Villehuchet
and Ng of hunches about Mr. Mad-
off. Mr. Casey, who in the early part
of this decade worked with Mr.
Markopolos at an investment-man-
agement firm in Boston, said at the

time he thought Mr. Madoff was
committing illegal acts, such as
front-running trades, though not
necessarily perpetrating the kind
of Ponzi scheme to which authori-
ties say Mr. Madoff has confessed.

Mr. Ng, who left Access in 2001
and currently is president of SI
Group LLC, a fund-management
firm, says he knows Mr. Markopo-

los but doesn’t recall being warned
about Mr. Madoff.

Patrick Littaye, Mr. de La Ville-
huchet’s partner, a co-founder of
Access and the manager on the
firm’s Madoff relationship, says he
first heard of Mr. Markopolos
when the news broke in December
of Mr. Markopolos’s warnings to
the SEC.

Mr. Littaye says many people
came to him over past decades dis-
missing Madoff as a scam, but he
has no recollection of Mr. Markopo-
los sounding an alarm ahead of the
December debacle. Most of the
time, it was people who had been
turned down by Mr. Madoff,
though in one case in 1988, it was
someone concerned that Mr. Mad-
off didn’t manage client invest-
ments through an independent bro-
ker. Even after that alert, Mr. Lit-
taye says, he found Mr. Madoff’s
idea of bundling fund-manage-
ment and brokerage operations
convincing.

Mr. Littaye says his firm con-
ducted thorough due diligence
when selecting outsider fund man-
agers. Candidates had to undergo a
handwriting test with a grapholo-
gist and Access would often hire
private investigators to check the

background of executives.
The relationship with Mr. Mad-

off, which for Mr. Littaye dated to
the mid-1980s, wasn’t subject to
the same rigor, in part because of
Mr. Madoff’s reputation on Wall
Street. “Of course we made an ex-
ception with Mr. Madoff,” says Mr.
Littaye. “I can’t imagine asking
him to pass a handwriting test.”

A number of investors did heed
Mr. Markopolos’s advice. “He
showed me the full report he pre-
sented to the SEC. He said
‘whatever you do, don’t invest with
Madoff,’” recalls David Henry, a
Boston-based investor who at the
time—the early part of this decade—
invested money for a family founda-
tion.

Mr. Markopolos plans to
present recommendations to im-
prove the SEC’s operations, such as
establishing a unit to accept tips
from whistle-blowers, much as the
Internal Revenue Service has. He
also will recommend that the SEC
move more of its operations closer
to financial centers and away from
Washington.

An SEC spokesman said that the
agency receives hundreds of thou-
sands of tips each year, and that
New York is the SEC’s largest of-
fice, with 370 people. He adds that
the agency is looking for ways to
help identify the systemic risks
and emerging trends that should
be investigated.

Mr. Markopolos hopes his com-

ing testimony will help improve
the SEC’s efforts but he has higher
expectations for his work as afraud
investigator. Working on a pro-
bono basis, Mr. Markopolos helps
firms fend off corporate espionage.
His focus, though, is on tips that
have led to investigations by the
Justice Department and others in
areas such as medical-billing fraud—
cases, he points out, that could
lead to whistle-blower compensa-
tion.

Continued from first page

Man who sounded Madoff alarm regrets failure to persuade

Thierry Magon de la Villehuchet died
of an apparent suicide in December.

Dominic and Ronnie Sue Ambrosino are among Bernard Madoff’s alleged victims.
Ms. Ambrosino is trying to organize a Madoff investors’ march on Washington.

Madoff’s victims unite
Burned investors
share sad tales, push
for government help

where strikes were reported.
U.K. Prime Minister Gordon

Brown on Monday called the strike
action at Lindsey “counterproduc-
tive,” and urged the parties to re-
solve the dispute. Business Secre-
tary Peter Mandelson said there has
been no policy of discrimination
against British workers at the plant.

Mr. Brown is faced with a difficult
balancing act between placating an
increasingly restive electorate who
are suffering in the recession and
standing by his own antiprotection-
ist political views. Over the weekend
in Davos, Mr. Brown spoke out
against a slide into protectionism.
But as unemployment rises and the
economy contracts, there is a risk
that others will also begin to ques-
tion the benefits of globalization.

ThetalksattheLindseyrefineryin-
cluded union representatives, Jacobs
Engineering Group Inc. and an inde-
pendent, government-funded media-
tor called the Advisory, Conciliation
and Arbitration Service, a Total
spokeswomansaid. Jacobs isthe main
contractor for the construction
project at Lindsey. The spokeswoman
saidthetalkswouldcontinueTuesday.

Among other sites affected by
the wave of walkouts to support the
Lindsey workers were ConocoPhil-
lips’ Humber refinery, Ineos PLC’s
Grangemouth refinery, BP PLC’s For-
ties Pipeline system in the North
Sea, and Scottish Power’s Longannet
and Cockenzie power stations. An In-
eos spokesman said Monday that
contract workers at Grangemouth
would return to work Tuesday.

Unite, the U.K.’s largest union,

said the government was “failing to
grasp the fundamental issues” be-
hind the unofficial strikes taking
place throughout the country. “We
are now seeing the backlash as the
recession bites,” said Derek Simp-
son, joint leader of Unite. “The gov-
ernment must ensure that employ-
ers do not raise barriers to
U.K.-based labor applying for work.”

Unite suggested the government
investigate contractors’ practices in
the engineering and construction in-
dustry and overturn European legal
precedents that allow employers to
undercut wages and conditions.

Total said it didn’t anticipate re-
dundancies to occur as a result of
the Irem contract, and added that
Irem staff will be paid at nationally
agreed levels for the engineering
and construction industry.

Continued from first page

Workers resume strikes across U.K.
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Harry Markopolos says he feared
retribution from Madoff over warnings.

By Dionne Searcey

Investors who say they were
burned by Bernard Madoff are turn-
ing to the only people who seem to
understand their predicament: one
another.

At a time when Congress is help-
ing a range of industries, there is lit-
tle momentum for legislative finan-
cial relief for Mr. Madoff’s alleged
victims, and some have found sur-
prising hostility to their predica-
ment.

In the wake of the scandal, vic-
tims have united. Internet forums
and phone-number exchanges have
sprouted up, allowing individual in-
vestors to share sad stories, pass on
tips and vent frustrations.

“My wife and I lost $1.1 million,

which was the bulk of our life sav-
ings,” read one email from a Madoff
investor to a forum started by Ron-
nie Sue Ambrosino, herself a Madoff
victim. “I know you are as frustrated
as I am that our government has
been silent to date on providing any
assistance or advice to the victims.”

Mr. Madoff was arrested in De-
cember after allegedly saying he
was operating a giant Ponzi scheme
that may be responsible for many
billion of dollars in investor losses,
according to federal investigators.

After weeks of trading stories
about selling homes, returning to
work after retirement and coping
with depression, many investors
are turning to recouping their
losses.

It is a frustrating chore, they say,
complicated by doubts about
whether Mr. Madoff has ample as-
sets to compensate the investors,
who may number into the thou-
sands. Ms. Ambrosino, of Delray
Beach, Fla., has emerged to speak
for many individual investors, writ-

ing to President Barack Obama and
enlisting other victims in her letter-
writing campaign to members of
Congress. She is trying to organize a
Madoff investors’ march on Wash-
ington.

The response so far: form letters
from politicians telling her how
much mail they receive and how
they will respond in due time.

Some also have turned to the Se-
curities Investor Protection Corp., a
securities-industry group formed to
help customers of failed broker-
ages, which can offer as much as
$500,000 per customer.

However, the victims’ chief gripe
on the Internet forums is that SIPC
wants documentation of invest-
ments made with Mr. Madoff. Some
of them, investors for decades, have
saved only recent financial records.
SIPC chief Stephen Harbeck said he
is asking for as much documenta-
tion as possible to resolve claims in
a timely fashion.

At a recent meeting in a Manhat-
tan hotel ballroom, about 120 inves-

tors—including 70 who phoned in to
the meeting—listened to detailed
advice on SIPC claims and tax is-
sues.

Later in the meeting, hosted by
the Long Island law firm Meltzer
Lippe Goldstein & Breitstone, U.S.
Rep. Steve Israel phoned in and

damped optimism for financial help
from Capitol Hill, which he declared
was suffering from bailout fatigue,
though he said he sympathizes with
them and would help on regulatory
reform.

—M.P. McQueen
contributed to this article.
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ously monitoring this throughout
the day,” said Prime Minister Gor-
don Brown.

London Mayor Boris Johnson
conceded the city lacked sufficient
snowplows to deal with the huge vol-
ume of snow. “You can grit and you
can salt it, but the snow comes
down again,”»he said. “You can
make an investment ... in snow-
plows for London and then not use
them for a couple of decades.”

Financial-sector staff struggled
to make their way into work, as
much of the city’s subway system is
above ground and tracks were cov-

ered in snow and ice. Of the 12 lines,
only the Victoria Line was unaf-
fected and few buses were in ser-
vice. Volumes on the FTSE-100 were
thin, at around 68% of the index’s
90-day average daily volume.

A spokesman for UBS AG, which
has buildings around the City and
London’s West End district, said
fewer than half of its staff had made
it into the office, with many forced
to work from home. At the offices of
BNP Paribas SA in northwest Lon-
don, nearly two-thirds of staff had
made it to their desks by late morn-
ing, said a spokesman for the French
bank.

Continued from first page

Heavy snow hobbles U.K., France
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Fiat, Chrysler shift up
Italian firm’s chief
hopes to wrap deal
by mid-February

LEADING THE NEWS

Chief Executive Sergio Marchionne and Fiat hope potential alliance partner Chrysler
will be able to point to the auto makers’ accord as part of its viability plan.
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By John D. Stoll

And Jeff Bennett

DETROIT—Fiat SpA is still ana-
lyzing the operations of Chrysler
LLC under its intended alliance with
the U.S. company but aims to wrap
up its review soon so Chrysler can
meet a Feb. 17 U.S. government dead-
line, the Italian company’s chief exec-
utive said Monday.

Under terms of the federal loans
Chrysler received, it must present a
plan by that date showing how it in-
tends to be viable. The Fiat pact is a
key part of the effort.

In an interview, Sergio Marchion-
ne said Fiat is still analyzing the vehi-
cle-production operations of
Chrysler and then will turn to study-
ing its finances.

Mr. Marchionne said that while
Fiat won’t put any cash into Chrysler
it will provide small cars and fuel-ef-
ficient engines that Chrysler needs
and would cost Chrysler $3 billion or
more to develop.

In exchange, Fiat is supposed to
get a 35% stake in the company but is
“not taking a dollar out of Chrysler,”
Mr. Marchionne said. “We’re doing
this for free.”

For Fiat, the alliance is a “lottery
ticket” that could be worth nothing
if Chrysler doesn’t recover, he said.

Chrysler nearly ran out of money
at the end of last year but was saved
when the U.S. government gave the
company $4 billion in emergency
loans. Chrysler needs to submit a
plan by the Feb. 17 deadline to meet
the terms of the loans and qualify for
additional federal money. The com-
pany has said it needs $3 billion
more in loans.

General Motors Corp., which has
received $9.4 billion from the U.S.
government and is hoping to get at
least $4 billion more, must also pro-
vide a turnaround plan.

Chrysler’s alliance with Fiat has
raised questions about whether the
federal government would, in effect,
be providing aid to a foreign auto
maker. Mr. Marchionne said Fiat
wouldn’t take any money out of
Chrysler until the U.S. government
is paid back. “If I am not comfortable
that we can help Chrysler come out
of this, then we won’t” provide aid,
he said. “My goal is to eventually
make money.”

He said the company could use
the alliance to sell Fiat vehicles, or
other brands it owns, within a year
of agreeing on a pact.

The deal, however, is dependent
on Chrysler winning concessions
from the auto workers’ union,
banks, bondholders, suppliers and
dealers. Chrysler has begun discus-
sions with the United Auto Work-
ers and informed suppliers it ex-
pects them to agree to price cuts.
The auto maker also is expected to
ask creditors to swap debt for eq-
uity. The terms of the government
loan also call for the company to
cut its debt.

To help make Chrysler viable, and
in turn make Fiat’s stake worth some-
thing, the Italian auto maker is will-
ing to invest $3 billion to $4 billion of
various technologies into Chrysler’s
operations in coming years, Mr. Mar-
chionne said. He added that “we are
going to help them where we can op-
erationally.”

The volume and expanded reach

of a Fiat-Chrysler, which would sell
about 4.5 million vehicles a year
world-wide, would make both auto
makers more competitive, he said.

“We need to come up with a capi-
tal structure of Chrysler so that by
the time we finish with all these gyra-
tions, the lottery ticket delivers—we
will have 35% of something that is
worth something,” he said. “I don’t
want to go through the next five
years owning 35% of nothing. The ob-
jective here, ultimately, is to deliver
value for Fiat shareholders.”

Mr. Marchionne said auto mak-
ers will eventually need to sell at

least five million vehicles globally in
order to survive. That could lead to a
wave of alliances like the one he has
proposed with Chrysler.

Since Cerberus Capital Manage-
ment LP took control of Chrysler in
2007, the company has seen U.S.
sales volume plummet and its cash
reserves dissipate. Without govern-
ment intervention, Chrysler likely
would have filed for bankruptcy pro-
tection in recent weeks.

Mr. Marchionne took Fiat’s helm
in 2004 and has since helped repair
a brand portfolio that was seen as se-
verely damaged.

The Globe logo, CME®, Chicago Mercantile Exchange®, CME Globex® and CME Group™ are trademarks of Chicago Mercantile Exchange Inc. CBOT® and Chicago Board of Trade® are trademarks of the
Board of Trade of the City of Chicago. New York Mercantile Exchange® and NYMEX® are registered trademarks of the New York Mercantile Exchange, Inc. Copyright © 2009 CME Group. All rights reserved.
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Beware ‘greatest weakness’ query
The wrong answer
can derail chances
of winning that job

By Joann S. Lublin

WorldwidePanelLLC,asmallmar-
ket-research firm, is getting flooded
with résumés for four vacancies in
sales and information technology.

However, officials expect to re-
ject numerous applicants after ask-
ing them: “What is your greatest
weakness?” Candidates often re-
spond “with something that is not a
weakness,” say Christopher Mor-
row, a senior vice president of the
Calabasas, Calif., concern. “It is a
deal breaker.”

The weakness question repre-
sents the most common and most
stressful one posed during inter-
views. Yet in today’s weak job mar-
ket, the wrong answer weakens your
chances of winning employment.

Some people offer replies they
mistakenly assume that bosses love,
such as “I am a perfectionist.” That
response “will be used against you”
because you appear incapable of del-
egating, warns Joshua Ehrlich, dean
of a master’s program in executive
coaching at BeamPines Inc., a New
York coaching firm.

A careful game plan could help
you cope with the shortcoming
query in a way that highlights your
fit for a desired position. Job seek-
ers who field the question well dem-
onstrate that they can “take initia-
tive and improve themselves,” Mr.
Morrow says.

The key? Thorough preparation.
Career specialists recommend that
you take stock of your weaknesses,
focusing on job-related ones that
won’t impede your ability to per-
form your duties. An information-
technology manager flubbed a 2007
interview by choosing a personal foi-

ble as his reply. “My true weakness
is that I am a terrible cook,” he said.

Rehearse your responses aloud,
role play with a friend or videotape
yourself—but don’t memorize your
words. As you review the video, look
for aspects “you would like to
change so you can continue to
get better as you practice,” ad-
vises Peggy Klaus, a leader-
ship coach in Berkeley, Calif.
“Come across as competent
and credible.”

The rejected IT manager
changed his tune following
practice sessions with fellow
job seekers and a counselor in
Cincinnati for Right Manage-
ment, a major outplacement
firm based in Philadelphia.
He instead said he worked
such long hours that he found
it difficult to stay current
with world events. So, he
spent 30 minutes every
evening catching up at home.

When the manager subse-
quently pursued an opportu-
nity at a global drug maker, his
revampedresponse“reallyres-
onated with the interviewer,”
says Tony Santora, a Right se-
nior vice president. The manu-
facturer soon hired the man.

It’s equally important that
you consider an employer’s
corporate culture before you
divulge your greatest weak-
ness. While being interviewed
by a start-up, “you could say,
‘My weakness is I get bored by rou-
tine,’ ” suggests Ben Dattner, a New
York industrial psychologist.

Last month, an aspiring executive
directorofanonprofitgroupinsubur-
banSanFrancisconearlyjeopardized
his selection because his reply to a
variationoftheweaknessquestionig-
nored one of its core values, accord-
ing to Ms. Klaus, a board member
there. Near the end of his interview,
shewondered whether he mighthave
problems with any aspects of the job.

“No, I am confident I could do it all,”
the prospect declared.

His flip comment dismayed Ms.
Klaus, because she felt he lacked
awarenessofhisweaknesses.Shesays
his response raised doubts among
boardmembersthat“hewouldbeable

to take critical feedback,” an attribute
the organization values highly.

Because the man was well quali-
fied, the board gave him a second in-
terview—and demanded a fuller ex-
planation of his weak spots. He said
he had been “unprepared for that
question and nervous about coming
out with a big fatal flaw,” then de-
scribed his tendency to make deci-
sions too fast during workplace cri-
ses. Board members picked him for
the nonprofit’s top job.

Ideally, your reply also should ex-
clude the word “weakness” and
cover your corrective steps. Dub-
bing your greatest fault a “window
of opportunity” signals your im-
provement efforts should benefit
theworkplace,says OscarAdler,a re-

tired Maidenform
Brands sales executive
and author of the book,
“Sell Yourself in Any In-
terview.” For instance,
he says, a salesman
might point out that he
sold more after he
strengthened his facil-
ity with numbers by
reading a book and tak-
ing a seminar.

When an inter-
viewer pops this nerve-
wracking query, your
body language counts
as well. Certain candi-
dates hunch over,
glance furtively around
the room or wring their
palms. “They sort of
look like they’re being
asked a question they
can’t handle,” observes
Mr. Adler. He screened
thousands of applicants
during his 40-year cor-
porate career and now
counsels job hunters.

Maintaining eye con-
tact, regular breathing,
a calm voice and a
broad smile impress hir-

ing managers that “your confidence
level is high. You’re prepared for the
weakness question,” says Pat Pear-
son, a psychotherapist and author
of the book, “Stop Self-Sabotage!”

For the same reason, you seem
thoughtful if you pause before re-
sponding. But don’t wait too long.
“If you’re going to take a minute,”
Mr. Morrow cautions, “I’ve just iden-
tified your weakness.”

Email joann.lublin@wsj.com

Market leaves firms short of stock options

Robin Eley

By Toddi Gutner

Relief, guilt, grief, and fear are all
typical feelings of employees left be-
hind in an office after a wave of lay-
offs. It’s easy to get mired in the emo-
tions of the situation and it takes de-
liberate thought and action to man-
age in the workplace after colleagues
have been laid off.

“To be a survivor you have to act
like one,” says Janet Banks, an execu-
tive coach in Boston. “People who sur-
vive difficult experiences and eco-
nomic times are able to do so because
they can imagine a time when things
will change for the better,” she says.

Here’s what you can do to try to
cope and position yourself in the of-
fice after a round of layoffs.

n Confirm new business priori-
ties. Not only do the number of em-
ployees change after a layoff, but of-
ten the direction of the business and
the importance of various projects
also change. Check in with man-
agers at least one or two levels
above you and find out what the
highest priority work is now, says
Mark Phelps, a senior consultant at
Development Dimensions Interna-
tional, a Pittsburgh human-re-
sources firm. Ask for detailed de-
scriptions of your new responsibili-
ties, especially if you’ve taken on
the work of a former colleague.

n Take initiative. Now is the
time to get out of your comfort zone
at work and stretch yourself. At a
time when there are fewer people to
do work, “look for projects and raise
your hand for new assignments that
need to be done,” says Mr. Phelps.
This will help managers see you as
someone who is willing to go the ex-
tra distance for the company. You
might also open yourself up to other
opportunities by taking on new
projects or picking up new skills.

n Promote teamwork and collab-
oration. This isn’t the time to hide
out in your office or to try to fly un-
der the radar. “You need to do just
the opposite,” says Maren
Showkeir, a workplace expert and
author in Phoenix. Often, after a lay-
off, two departments will be com-
bined or responsibilities in one
group will be shifted to another. Use
the opportunity to forge alliances
and work as part of a team to create
new ways to get work done with
fewer people, advises Ms. Showkeir.
Find ways to stay engaged that will
help you in your job as well as the
overall health of the business. Con-
sider finding or renewing a relation-
ship with a mentor or planning a ca-
sual office lunch as a way to stay in-
volved.

n Communicate constantly. Dur-
ing times of change, it’s imperative
to seek feedback from your man-
agers and colleagues. You’ll want to
be sure you’re doing high-priority
work and that you’re doing it effec-
tively and productively. Start out
with a formal request to get up to
speed on what’s expected from you
and follow-up with face-to-face con-
versations in the weeks ahead.

n Avoid negativity. Layoff survi-
vors can easily fall into “pity par-
ties” where they kvetch about the
state of their workplace. “It’s essen-
tial that you look for the positive
things around you and realize that
you have a choice about your mo-
rale,” says Ms. Showkeir. Managers
look for people they can count on
during these times, whether it
means handling more pressure,
working longer hours, being a team
player or being easy to work with.

Some strategies
after you survive
round of layoffs

By Phred Dvorak

The vicious bear market is pre-
senting many companies with an
odd problem: They’re running out of
shares with which to pay employees.

Caraustar Industries Inc., a
maker of recycled paperboard, can-
celed old share awards to top execu-
tives so it could distribute shares to
lower-ranking managers. Seismic-
equipment firm ION Geophysical
Corp. refunded some employee
stock-purchase payments, because
it didn’t have enough shares. Elec-
tronic-equipmentmaker KeithleyIn-
struments Inc. trimmed awards to
executives and directors to preserve
shares.

The moves show how some U.S.
corporate pay plans are breaking
down as stock prices fall. Many com-
panies pay employees partly in
stock. Investors typically authorize
a set number of shares for that pur-
pose. Those share pools are dwin-
dling at many companies. But inves-
tors seeing losses in their own ac-
counts are reluctant to approve
more shares, forcing companies to
seek alternatives.

Pay plans with insufficient
shares are “one of the biggest issues
on the compensation committee
agenda going into 2009,” says Janet
Clarke, a director who chairs the
pay panels at ExpressJet Holdings

Inc. and Asbury Automotive Group
Inc. “I don’t see any quick fix.”

Sinking stock prices complicate
share-based compensation in sev-
eral ways. First, companies have to
award many more shares in order to
hit promised or historical dollar tar-
gets. Second, many old stock op-
tions are now worthless—but those
shares still count against the em-
ployee share pool. “That’s a huge is-
sue this year,” says Patrick S.
McGurn, special counsel for proxy

adviser RiskMetrics Group Inc.
Barbara Baksa, executive director

of the National Association of Stock
Plan Professionals, says stock
squeezes are common at companies
whose shares have dropped 50% or
more over the past year. Based on last
year’s results, that would cover
nearly one-third of the companies in
the Standard & Poor’s 500-stock in-
dex and dozens of smaller companies.
Compensation data-tracker Equilar
Inc. is receiving more research re-

quests related to equity-grant prac-
tices and stock-option exchanges.

At Caraustar, the long-term in-
centive plan for directors and key
employees was running low on
shares before last year, when the
company’s stock price fell 85%. Car-
austar sets award targets in dollars,
and with the shares depressed, it
would have needed many more
shares to reach those targets. Yet di-
rectors were reluctant to ask share-
holders for more stock, says Chief Fi-
nancial Officer Ronald Domanico,
who sits on the board.

Instead, Caraustar’s nine top ex-
ecutives in December agreed not to
take equity awards for last year.
They also returned a total of
256,000 options with exercise
prices roughly 20 times to 40 times
above market prices. Those shares
were then used for 2008 awards to
30 key managers. Even so, the
awards required more shares than
usual and still didn’t reach the dol-
lar value the company was target-
ing, says Mr. Domanico.

ION Geophysical ran out of
shares for its employee share-pur-
chase plan. Employees can buy stock
at a 15% discount, funded through
regular payroll deductions. Erin
King, ION’s equity-compensation
manager, figured the 110,000 shares
left in the plan at the beginning of
July would last for another year,

based on the past 10 years’ perform-
ance. Then ION’s shares dropped
80% between July 1, when employ-
ees started making contributions,
and Dec. 31, when the company set
the purchase price at $2.92.

That meant each worker’s contri-
bution would buy many more
shares. ION’s plan couldn’t meet the
demand. The company refunded al-
most 60% of employees’ contribu-
tions over those six months—about
$500,000, says Ms. King. She says
the company can’t offer more share
purchases until shareholders ap-
prove a new plan this year.

Keithley Instruments had about
672,000 shares available in its stock-
incentive plan for key employees
and directors as of Sept. 30, accord-
ing to the company’s Dec. 31 proxy.
But with Keithley shares down 62%
last year, it would take many more
shares to hit targeted award
amounts; the stock could be used up
too fast, the proxy stated.

In past years, Keithley had given
directors $58,000 in stock as part of
their compensation. In December,
the board limited directors to 12,000
shares for this year, equivalent to a
grant of $41,640, based on Keithley’s
closing price of $3.47 on Friday. The
company also reduced executives’
award targets.
 —Joann S. Lublin

contributed to this article.
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Investors are
reluctant to approve
more shares as
supplies dwindle.
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With its new ad campaign, Royal Dutch Shell is focusing more on technology and
innovation and its potential contribution to fighting global warming.

Shell’s green ads take a new tack

Testing if the magic ingredient works
Food companies in Europe need proof for their health-food claims; So far, the results haven’t been promising.

By Guy Chazan

LONDON—Royal Dutch Shell PLC,
censured twice by Britain’s ad police
for exaggerating its commitment to
green issues, is hoping to avoid con-
troversy in its latest ad campaign. It
isn’t clear if it has succeeded.

The Anglo-Dutch oil giant drew
fire from activist groups like Green-

peace and Friends
of the Earth for past
attempts to extol

its environmental responsibility. It
tended to boast of its investments in
alternative energy with ads that
spoke of the “power to create a
cleaner, safer world.”

Now, in a campaign designed by ad
agency JWT, part of London-based
WPP, Shell is stressing technology and
innovation and its potential contribu-
tions to fighting global warming.
Shell, its ads say, is working on ways
to squeeze out “difficult” oil trapped
in sand, rock and in the deepest seas.
And it is trying to capture carbon-diox-
ide, a global-warming gas, and store it
safely underground.

But alternative energy is still part
of the mix. One of Shell’s new print
ads features a diagram of a human
brain full of “unexpected” fuel sources

like algae, woodchips and straw.
The ad has revived old allega-

tions that Shell is “greenwashing”
its business. Shell is trying “to hide
the fact that the company is actually
going backward when it comes to re-
newable energy,” says Greenpeace
climate campaigner Jim Footner.
Last year, Shell spent “billions of dol-
lars extracting dirty oil from Cana-
da’s tar sands” while pulling fund-
ing from wind- and solar-energy
projects in Europe, he says.

In response to such criticism,
Shell says its campaign “highlights
our belief that the world will need
many types of energy…to meet the
energy challenge, including, for the
foreseeable future, oil and gas. Ac-
cordingly, we are investing in a di-
verse portfolio of energy sources.”

The skepticism toward Shell, how-
ever, shows the risks big oil companies
take in touting their environmental
awareness. Last year, BP used slogans
like “The best way out of the energy fix
is an energy mix.” But environmental
activistsobjected,arguingthatalterna-
tiveenergyaccountedforjust7%ofthe
British company’s capital spending.

BP said its ads reflected the fact
that its investments in wind, solar,
biofuels and carbon capture were

“real and very significant,” and
were “generating real growth.”

In 2007, Britain’s Advertising
Standards Authority, a self-regula-
tory body set up by the ad industry,
censured Shell for an ad showing
how it was using waste carbon diox-
ide to grow flowers. The ASA said
the ad was misleading, because it im-
plied all the CO2 Shell produced was
being used in this way.

Bjorn Edlund, Shell’s executive
vice president for communications,
describes the incident as embarrass-
ing. “We were kicking ourselves,” he
said in an interview.

The ASA cited Shell again last
year for an ad in the Financial Times
that claimed its oil-sands project in
Canada was “sustainable.” The body
saidit concluded the adwas mislead-
ing because it hadn’t seen any evi-
dence Shell was managing the
project to limit CO2 emissions.

Shell says its project is “sustain-
able,” in the sense it could meet “the
needs of the present generation with-
out compromising the ability of fu-
ture generations to meet their own.”

JWT says the problem lies in the
ASA’s lack of experience with en-
ergy issues. The ASA, says Stef Tira-

telli, JWT’s global manager for the
Shell account, didn’t have a particu-
larly deep understanding of com-
plex issues like CO2 management.

Even so, the body’s criticism
sparked changes at Shell. “Until
about 2006, everybody in the indus-
try talked about what people wanted
to hear, rather than what we were ac-
tually doing,” says Shell’s Mr. Edlund.
Lately, Shell’s ads have been talking
more broadly about climate change.
“The idea is to try and get people onto

the Shell Web site…and get into a dia-
logue if they want to,” says Mr. Ed-
lund. Many have joined Web chats on
the site about climate change and car-
bon capture, he says.

Shell made other changes too. The
company started giving the ASA a
sneak preview of its ads, to make sure
itwouldn’traiseobjections.“Weregu-
larly talk to them,” says Mr. Tiratelli.
“You’reforeverinsomekindofdiscus-
sion with the ASA about whether the
claims you’re making are allowable.”

By Matthew Dalton

BRUSSELS—The European Union
is cracking down on foods that adver-
tise health benefits without scien-
tific backing, potentially undermin-
ing a strategy increasingly important
to the food industry.

The world-wide market for so-
called healthy products is a fast-
growing business for food giants
such as Groupe Danone SA, Nestlé
SA and Unilever, along with hun-
dreds of smaller companies. Food
makers have embraced the strategy
because it allows them to distinguish
their products and charge more by
adding healthy supplements—such
as fatty acids in baby formula that
supposedly help brain development,
or bacteria in yogurts purported to
aid digestion—or reformulating
them with lower amounts of un-
healthy ingredients like saturated
fat. Such health claims are worth bil-
lions of euros in annual sales.

“If you cannot claim, the product
concept itself doesn’t work,” says
Miguel da Silva, an adviser at food-in-
dustry consulting firm EAS in Brus-
sels. “Why would somebody buy
your product if they don’t know
what it does?”

EU governments agreed two
years ago to submit health claims to
scientific scrutiny. The authorities
are reviewing claims and will pro-
duce a list of allowed claims. The first
results of the review, published over
the past five months, haven’t been
promising for the industry: Only nine
of the 43 claims examined so far are
valid, according to the EU’s European
Food Safety Authority.

The goal was to have a list of ap-
proved health claims in place by Janu-
ary 2010, but that appears unlikely be-
cause EU authorities must evaluate
more than 4,000 health claims—
many more than expected, officials
say. Adding to uncertainty is continu-
ing debate over a crucial part of the

regulation: whether some products
have so much sugar, saturated fat or
sodium that they can’t claim health
benefits, no matter how many
healthy ingredients they boast.

The EU’s rules are the strictest in
the world, industry experts say.

The EU has decided claims must
be based primarily on human clinical
trials. Animal studies can be used,
with a few exceptions, only as sup-
porting evidence. Moreover, the evi-
dence must in most cases be “convinc-
ing,” not merely plausible.

The major food companies say
they have the scientific evidence to
support their health claims.

“We are, in general, very careful
before we make a claim, that it is
based on substantial scientific evi-
dence,” says Truus Huisman, direc-
tor of European public affairs at
Unilever.

The Food Safety Authority re-
views will be particularly important
for Danone, analysts say, since the ap-

peal of two of its major yogurt
brands, Activia and Actimel, are
founded on the company’s claims
that strains of bacteria help diges-
tion. These two products and others
with similar claims generated Œ4.5
billion ($5.76 billion) in sales in 2007,
35% of Danone’s total.

“If Danone would not be able to
substantiate claims through the tri-
als they’ve done, I think the shares
would be vulnerable,” says Marco
Gulpers, an analyst with ING.

The EU is still reviewing the
main health claims behind
Danone’s yogurt products.

“We are quite confident,” says
Patrick O’Quin, vice president of ex-
ternal affairs at Danone. “We have
today a lot of clinical studies and sci-
entific surveys.”

Nestlé sold 11 billion Swiss
francs’ ($9.49 billion) worth of nu-
trition products in 2007. That’s 10%
of its total revenue.

The Swiss company has devel-

oped 13 “physiologically active food
components” that it sells in hun-
dreds of products—ranging from en-
ergy drinks to milk products de-
signed to increase calcium absorp-
tion—with annual sales of 4.4 billion
francs, according to the company’s
2007 annual report.

The Food Safety Authority hasn’t
issued opinions on a Nestlé applica-
tion, but one of the companies that
supplies Nestlé with ingredients,
Martek Biosciences Corp., has had a
claim rejected. The agency said Mar-
tek hadn’t proved that its two main
products—the fatty acids DHA and
ARA, also known as forms of Omega 3
and Omega 6—aid development of
the brain and eyes in children six
months to three years old. Martek
says it is awaiting the results of four
other claims. “We’re hoping that the
[agency] isn’t so literal and so conser-
vative in their approach that they ba-
sically handcuff the food industry,” a
spokeswoman says.

Unilever has received opinions on
three of its health claims. One was re-
jected outright—a claim that black
tea from the plant camellia sinensis
“helps to focus attention.” “It’s a pity
that the [agency] did not get in touch
with us to give the opportunity to pro-
vide some further explanations,” Ms.
Huisman says.

In another application, Unilever
claimed that the fatty acids ALA and
LA are “needed for normal growth
and development of children.” The
Food Safety Authority scientific
panel agreed with the claim but also
concluded there was no evidence
the diets of EU children are lacking
ALA or LA.

The European Commission and
EU governments must now decide
how both sides of that claim should
be communicated to consumers.

Most controversially, the EU still
has to agree on the maximum levels
of saturated fat, sodium and sugar
that will be allowed for any product
that makes health claims. That
means a soy drink, for example,
wouldn’t be allowed to carry the la-
bel “low-fat” or claim cholesterol-
lowering benefits if it exceeds the
maximum sodium level.

The commission in December pro-
posed a limit of 300 milligrams of so-
dium, two grams of saturated fat and
10 grams of sugar for each 100 grams
or 100 milliliters of a food or bever-
age product. Higher levels would be
permitted for certain food categories
such as dairy, meat, cereals and fish.

Chocolate makers, the soy indus-
try and other food sectors oppose the
proposal because it would severely
limit the claims they could make.

“If I want to make my chocolate
product better, I would like to com-
municate this to my consumers,”
says Alessandro Cagli, EU-affairs di-
rector for the Italian chocolate and
confectionery maker Ferrero SpA.
“Leave at least a limited possibility
for these products to bear claims.”
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In 2007, 35% of Danone's Œ12.7 billion 
in sales came from four products 
with health claims, including nearly 
Œ2 billion alone from Activia 
(pictured), a yogurt with special 
bacteria claimed to aid digestion.
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Cobblers enjoy a sole revival

Rambus aims to boost
speed of cellphones

MARKETPLACE

By Don Clark

Rambus Inc., a company known
for memory-chip technology and le-
gal battles, is betting it can sharply
boost the computing power of cell-
phones and other portable devices.

The Silicon Valley company,
which licenses its inventions to chip
manufacturers, has up to now fo-
cused on improving the perform-
ance of personal computers and vid-
eogame systems. But Rambus says
it has now developed technology
that can allow a microprocessor in a
cellphone to fetch data at extremely
high speeds from memory chips,
while conserving energy to extend
the battery life of handsets.

Rambus says its technology is
five times faster than the most ad-
vanced alternatives on the market
now, and 16 times faster than con-
nections in the chips most widely
used in cellphones now. Such ad-
vances, the company says, could al-
low cellphones to match the per-
formance of high-end PCs in carry-
ing out chores such as handling high-
definition video and playing ad-
vanced game software.

The company is betting on de-
mand from manufacturers racing to
top products such as Apple Inc.’s
iPhone and Research in Motion
Ltd.’s BlackBerry. “It’s all about com-
petition,” said Judy Chen, a strate-
gic marketing manager at Rambus.

The company said the benefits
from its new technology spring
from innovations in three areas: dif-
ferential signaling, a way of commu-
nicating by detecting differences in
complementary data signals sent
over pairs of wires; clocking, the
way actions are synchronized on
chips; and power management, in-

cluding advances to let circuitry
quickly shift into action from
“sleep” states that save power.

Rambus first has to convince
makers of microprocessors and
memory chips for cellphones to in-
corporate its technology, a lengthy
process that hasn’t always gone
smoothly. The Los Altos, Calif., com-
pany failed to convince many mak-
ers of memory chips to license its
technology in the 1990s, and is now
locked in long-running litigation
over patents and other issues with
several of them.

Jim McGregor, an analyst at the
market-research firm In-Stat, said
the new technology should appeal
to cellphone makers. The big ques-
tion, however, will be how much
Rambus charges chip makers to li-
cense it.

“They have to first bring a busi-
ness model that is acceptable,” Mr.
McGregor says. “Nobody wants a
significant increase in the cost of
cellphones.”

Rambus isn’t discussing pricing
or potential customers, which
aren’t expected to deliver chips us-
ing the technology for at least a
year. But Ms. Chen argued the tech-
nology can be used to reduce the
cost of building handsets, as chip
makers could use fewer data links to
carry the same amount of data be-
tween chips.

Rambus said the new technology—
called MMI, for mobile memory ini-
tiative—can deliver 4.3 gigabits of
data per second on a single connec-
tion between chips. Most memory
chips used in cellphones have links
that send 266 megabits of data per
second, but some high-end chips
have connections that send 800
megabits per second, Rambus said.

cobblers before. But now, she says,
“to be more economical,” she’s giv-
ing her own shoes a makeover, start-
ing with a pair of battered tan Bjørn-
dal sandals.

Mr. Johnson, a bald, burly man,
learned shoe repair from his father.
He taught it to his son, Larry, more
than a decade ago, but his son be-
came a truck driver. These days, Mr.
Johnson works on about 400 pairs of
shoes a week, up from about 275, and
he’s concerned about hanging on to
his three employees. Previous em-
ployees, he says, have left after just
six months, in part because of the
low starting pay—around $25,000 a
year. “I pour my heart into them, and
then they’ll leave,” he says.

One reason the ranks of cobblers
have thinned is that it can take up to
four years to learn the trade. An-
other barrier to entry is pricey
equipment. Finishing machines, for
example, come with trimmers, sand-
ing belts, and buffers, and can cost
more than $20,000.

Jeff Lipson, owner of Cobble-
stone Shoe Repair in Creve Coeur,
Mo., says his sales have nearly dou-
bled from a year ago. He says the
trade had suffered in recent years
partly because people aren’t aware
how much today’s cobblers can do.
Gear such as heel trimmers, shoe
stretchers and hydraulic presses
makes it easier to restore footwear
made of newer synthetic materials.

“They come in here with their
tails between their legs,” says Mr.

Lipson. A distraught first-time cus-
tomer, he says, recently dropped off
a pair of black leather Manolo Blah-
niks that her dog had mauled. Mr.
Lipson says he made them look like
new. “She hugged me,” he says.

Inexpensive shoes sold by dis-
count stores have also been a bane
to the craft, Mr. Lipson says. Shop-
pers get into the habit of tossing
them after six months and buying
new ones.

Mr. Johnson, 55, recalls watch-
ing his father holding nails between
his lips, removing them one at a
time, when resoling shoes using a
French hammer. “I’ve got a machine
that shoots three nails a second,” he
says. “I can do the work of three or
four of my dads with modern-day
equipment.”

Until recently, speed wasn’t
much of a concern for many cob-
blers because business was disap-
pearing. Mr. McFarland says he now
sees new customers arriving regu-
larly, including young folks who
have never visited a cobbler. He’s
grateful, he says, to have a part-
time shoe shiner and apprentice to
help out.

In spite of his reversal of fortune,
Mr. McFarland, who is 44, remains
wary about the future. He says he
hopes the recession will prompt
first-timers and infrequent custom-
ers to become regulars, so that the
profession will stay alive. “What’s
hurt us over past 25 years is many
people didn’t know these places ex-
isted,” he says.

Continued from previous page
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BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITAL AVAILABLE

CAPITALWANTED

CAPITALWANTED

MACHINERY & EQUIPMENT

TRAVEL

Rice & Soy Farm, Ducks & Deer
$500K Annual Cash Rent

$2K/ac or best offer by March
For Sale By Owner
662-590-2440

4,800 Acres of Farm Land
Louisiana

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

LEARJET 24
Current on all inspections

Exterior/Interior a "9" - $350,000
HANGAR FOR SALE

McCarran Intl Airport, Las Vegas NV
Concrete Pre-Fab Construction
Office Space in front - $1.1 million

702-592-2686 or
charterairlines@yahoo.com

Photos: charterairlinesinc.com

Unused Fractional or Jet
Card Hours (if you have

more hours than you need)

Call (310) 275-8944

WANTED TO BUY

Agrowing privately held niche food company is
seeking individualwith strong sales and
administrative background to invest

and take on an active role in
management. Company has

adjusted trailing EBITDA's of over
$4 million and over $6 million

projected for 2009. Company has high market
presence and business model immune to economic

turns. Minimum investment is
$3-$5 million for equity per valuation.

food4school@gmail.com

$1.5 Million Consumer products co.
Selling to nearly every major US retail

chain. Great time to buy in;
asking $1.75 million.

www.consumerproducts.us.com

National Distribution Platform

Own your own wireless broadband internet and
digital phone co. Provide businesses data at T-1
speed +. Tremendous cost savings and super fast
speed. Locations avail. in the SE and gulf coast.

$500,000. Call: 888-514-2086
www.wibeamusa.com

HUGE CASH FLOW

Merger or Acquisition

Manufacturing company wanted. Product

line preferred. All Sizes, industries and

financial situations considered.

Email: mfgmerger@gmail.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Seeking to acquire control of listed
company on major US or European
exchange which has mark cap of
+$300 mil, high trading vol for purposes
of M&A. Wil l consider asset str ip .

Email: 6000nyc@gmail.com

Assets and Operations of
Premier Custom Boat Builder

ERIC GOETZ CUSTOM
SAILBOATS, INC.

Bid deadline Feb. 16, 2009
For Bid Package and further

information, contact:
Thomas S. Hemmendinger,

Receiver
Brennan, Recupero, Cascione,
Scungio & McAllister, LLP

362 Broadway
Providence, RI 02909
(401) 453-2300

fax (401) 453-2345

FOR SALE BY RECEIVER

LOANS
Short term funding available to

qualified individuals
$2,000 to $1m

Zagara Carlsbad, LLC
760-632-8431

Ask for John or Joe Zagara
www.zagaracarlsbad.com

SEEKS $4 Million LOAN
24 months @ 8.25%
Interest only Secured

First mortgage land/plant
Atlanta, GA principles only

Call: 678-644-8941

BIOMASS FACILITY

Seeking High NetWorth Investors. Oppty in Per-

mitted Rapid Growth Apt, Hotel & Commercial

Development Projects. Flagged Hospitality

Brands. Guarantor, Equity/Debt Opptys Avail-

able. ACCREDITED INVESTORS ONLY

941-870-3137

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT

CONNECTIONS

IN EUROPE.

THE WALL STREET

JOURNAL EUROPE.

To advertise

Emma Balogun

TheWall Street Journal Europe

+44 207 842 9608

emma.balogun@dowjones.com
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Applied Materials projects
quarterly loss amid charges

Iberia seeks more in deal with BA

Lilly pill’s fate to signal
FDA tack for risky drugs

Ryanair sales climb 6.2%
Budget carrier raises
fiscal-year forecast
despite quarterly loss
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By Christopher Bjork

And Daniel Michaels

Comments by a top shareholder
in Iberia Líneas Aéreas de España
SA suggested that the airline’s pro-
posed merger with British Airways
still faces a big hurdle over the pair’s
respective stakes.

“At Iberia’s board meeting last
week, we concluded that a deal is
close,” said Miguel Blesa, chair-
man of Caja Madrid, Iberia’s main
shareholder.

The carriers announced a £3.16
billion ($4.58 billion) all-share
merger in July, with terms still to be
set. However, BA’s £1.74 billion pen-
sion-fund deficit and its recent
share-price drop have made agree-
ment on the fine print more compli-

cated than expected.
“I think we have all the data we

need to make a decision,” Mr. Blesa
said at a news conference to present
Caja Madrid’s results. The unlisted
Madrid-based savings bank owns
23% of Iberia. Officials from both air-
lines have said recently that Iberia
has gotten more comfortable with is-
sues related to BA’s pension deficit.
Mr. Blesa, who is also vice chairman
of Iberia, said he thought that Iberia’s
share in the resulting company
should be closer to 45% than to 40%.

But such a large stake may be diffi-
cult for BA and its shareholders to
stomach. When the deal was an-
nounced last summer, analysts said
BA investors would expect a stake of
around 65%, based on market capitali-
zations, revenue and other measures.

BA Chairman Martin Broughton said
early last month that the carrier ex-
pected to hold at least 60% of a
merged airline.

“There’s no magic number, but
60% seems to be about as low as we
could go,” Mr. Broughton told report-
ers. A lower proportion could force
BA to walk away from the deal, he
said. BA’s share price has since fallen
and the pound has weakened against
the euro.

Mr. Blesa’s comments Monday,
which the company said reflected his
personal estimates, indicate that Ibe-
ria’s shareholders want more. He
said he didn’t think a 60%-40% split
in BA’s favor was in the cards, noting
that Iberia’s market capitalization is
now bigger than that of its U.K. peer.

Iberia has no debt and Œ2.25 bil-
lion ($2.88 billion) in cash, which
could give it leverage to get a larger
stake in the merged airline.

An Iberia spokesman declined to
comment. A BA spokeswoman said
the merger ratio is one of many is-
sues being discussed.

Mr. Blesa said the airlines are es-
sentially in agreement on splitting
the board 50-50, while they have yet
to decide on a headquarters for the
combined company. “We haven’t said
headquarters should be in Madrid,
but British has said that it would like
it to be in London,” Mr. Blesa said. He
said he hopes for an agreement that
would put the legal and fiscal head-
quarters in one country and the oper-
ating headquarters in the other.

Iberia shares closed 1.7% higher
in Madrid, while BA stock fell 3.3%
in London.

Ryanair Holdings said it plans to place an order for 300 to 400 aircraft within the
next 18 months to two years.

CORPORATE NEWS

By Don Clark

And Kerry E. Grace

Applied Materials Inc. said it ex-
pects to post its first quarterly loss
since 2003, triggered by charges
and what the company called “un-
precedented business conditions.”

The Silicon Valley company,
which sells equipment used to man-
ufacture semiconductors, in No-
vember predicted results between
break-even and a profit of four
cents a share for the quarter ended
Jan. 25. But on Monday, Applied
said it expects a net loss of nine
cents to 11 cents a share, reflecting
charges of $201 million, or nine
cents a share.

Applied said it expects net sales
of $1.33 billion, at the low end of a
previously projected range that
called for a decline of 25% to 35%
from the fiscal fourth quarter.

Chief Executive Mike Splinter in
November warned of an extended
downturn for semiconductor equip-
ment, with customers pulling back
on spending. He also said there

would be “significant changes” in
Applied Materials’ customer base.

Sales of memory chips, which ac-
count for roughly 50% of overall
purchases of semiconductor equip-
ment, have been hurt by massive
price drops because of continued
oversupply. Applied’s newer busi-
ness of selling equipment to make
solar panels also faces problems, in-
cluding a strengthening U.S. dollar
versus the euro.

The company said in November
it would cut 1,800 jobs, or about
12% of its work force, in a move ex-
pected to save $400 million a year.
Some $133 million of the latest
charges, or six cents a share, stem
from that restructuring.

The charges also include $48
million, or two cents a share, to re-
flect doubts about some custom-
ers’ ability to pay bills, in light of
their deteriorating financial condi-
tion. The company also expects in-
ventory charges of $20 million be-
cause of a decline in demand for ma-
chines used to make chips and com-
puter displays.

By Jared A. Favole

And Alicia Mundy

A U.S. Food and Drug Administra-
tionpanel’sdecisionTuesdayonanew
anticlotting pill is expected to sway a
multibillion-dollar market and signal
howthegovernmentapproachesvalu-
able but potentially dangerous drugs.

The panel is set to recommend
whether the FDA should approve a
competitor to Plavix, the world’s sec-
ond-biggest selling drug after Lipitor,
with 2007 sales of more than $7 bil-
lion.Thenewpill—whichiscalledpra-
sugrel and would be marketed by Eli
Lilly&Co.—isaclassiccaseofthekind
ofhigh-risk,high-returnmedicinethe
agency has struggled to regulate.

Prasugrel is more effective than
Plavix in preventing heart attacks, ac-
cording to an analysis by the agency’s
staff released Friday. But it is more
likely to lead to dangerous and occa-
sionally fatal bleeding.

Some outside doctors say prasug-
reloffersachancefortheFDAtocrafta
label and monitoring program that
maximizes the chance patients who
need prasugrel will get it, while limit-
ing the kind of one-size-fits-all pre-
scribing that caused problems with
earlier mass-market drugs. Recent
data show that Plavix may not work
well in up to 30% of cardiac patients,
raising demand for an alternative.

Companies say the agency has
grown too conservative,forcingthem
topulltheplugoninnovativebutrisky
medicines. Safety advocates take the
opposite view and cite cases such as
Vioxx, the painkiller that was pulled
from the market over heart risks.

“This drug application offers the
FDA an opportunity to approve an in-
novative life-saving drug that has
knownsafetyissues,”saidStevenNis-
sen, a cardiologist at the Cleveland
Clinic who is an unpaid consultant to
Lilly. Dr. Nissen, an early Vioxx critic,
is a proponent of prasugrel but says
the FDA “must label it appropriately
from the start” so certain patients
won’t use it.

IndocumentsreleasedFriday,FDA
reviewers suggested the agency

should approve prasugrel but limit
use in those who are over 75 or have a
history of stroke. The drug is espe-
ciallyhelpfulforpatientswhohavere-
ceivedacardiac stent. Lilly andco-de-
veloperDaiichiSankyoCo.arerecom-
mending a lower maintenance dose
for at-risk groups, such as the elderly
and those under 130 pounds.

Even supporters of prasugrel are
worried about the drug’s side effects.
PaulGurbel,athrombosisexpert,said
that with an antiplatelet drug, “when
you’re wrong, you’re dead wrong.” He
added, “We cannot, cannot, give pra-
sugrel to everyone who gets a stent or
we’ll pay for it later. They’ll bleed.”

ThereviewerssaidLillyshouldbe
required to conduct a detailed study
toensurethebenefitsofthedrugout-
weigh the risk. “It’s only after a drug
is being used in clinical practice that
we see the real scope of bleeding
problems,”said RayGibbons,former
president of the American Heart As-
sociation.

The FDA has already twice put off
approving prasugrel in 2008. The
company didn’t disclose reason for
the delay.

Onefactorinprasugrel’sfavorisev-
idence suggesting its rival, Plavix, has
limited effectiveness in certain pa-
tients.A studyby MedcoHealthSolu-
tions Inc. said that heartburn drugs
such as Prilosec, often given to Plavix
patients to help prevent ulcers or gas-
tric bleeding, can interfere with Pla-
vix’s effectiveness.

“Plavix is a life-saving drug,” said
Dr. Gibbons. “If something is interfer-
ing with its effectiveness, we need to
know there is an alternative.”

Plavix’s marketers, Sanofi-Aven-
tis SA and Bristol-Myers Squibb Co.,
saytheyarestudyingtheinterference
issue.

TheFDAwarnedlastweekthatdoc-
tors giving patients both Plavix and
certainheartburndrugsshouldrecon-
sider whether the heartburn drug is
needed.Medcohasbegunsendinglet-
ters to 100,000 doctors pointing out
the FDA alert.
 —Jonathan D. Rockoff

contributed to this article.

By Quentin Fottrell

DUBLIN—Ryanair Holdings PLC
Monday swung to a net loss for its
fiscal third quarter, hit by soaring
fuel prices and fare reductions, but
it raised its full-year profit forecast
as more passengers switch to the
budget airline in a weakening econ-
omy and as oil prices tumble from
their record highs.

The airline also said it is plan-
ning a big plane order within the
next two years.

For the three months ended Dec.
31, Europe’s largest budget airline
posted a net loss of Œ118.8 million
($152.1 million), compared with a
net profit of Œ47.2 million a year ear-
lier. Revenue was up 6.2% to Œ604.5
million from Œ569.4 million a year
earlier, as traffic grew.

For the full year, the airline said
it now expects a profit of Œ50 mil-
lion to Œ80 million, excluding excep-
tional items. It previously forecast
it would break even for the full year.

The raised full-year outlook
comes on lower oil costs and continu-
ing reductions in other operating
costs. For these reasons, Ryanair also
said it expects a smaller fourth-quar-
ter loss than previously expected.

Ryanair shares rose 5.6% to end
at Œ3.03 in Dublin trading Monday.

“The general economic environ-
ment remains extremely difficult,
as the recession saps consumer con-
fidence, but this is proving to be
good for Ryanair’s traffic growth, as

more and more passengers switch
to Ryanair’s lowest fare, lowest cost
model,” said Chief Executive
Michael O’Leary.

In the third quarter, average
fares fell by 9% to Œ34, while fuel
costs rose by 71% to Œ328 million, ac-
counting for 47% of operating costs.
Traffic grew 13% to 14 million. Ancil-
lary, or nonticket, revenue rose 19%
to Œ132 million, accounting for 22%
of total revenue.

Ryanair has extended its hedging
position for 2010 to 75% of its first-
quarter and second-quarter require-
ments, and 50% of third-quarter re-
quirements, at an average price of
$650 per metric ton, which is 38%
lower than the average $1,050 per
ton paid in the current year.

The budget airline said that

within the next 18 months to two
years it plans to place an order for
300 to 400 aircraft, due for delivery
between 2012 and 2017.

Michael Cawley, Ryanair’s dep-
uty chief executive, said the carrier
is in talks with both Airbus and Boe-
ing Co. regarding potential new or-
ders. Airbus is a unit of European
Aeronautic Defence and Space Co.
Mr. Cawley said the new orders
would be balanced by selling some
of its older aircraft.

“We plan to take advantage of the
historicallylowinterestratestolockin
muchofour2009aircraftdeliveriesat
theselowfixed-interestrates,”theair-
line said. It had more than Œ1.8 billion
in cash at the end of the third quarter.
 —Kaveri Niththyananthan in
London contributed to this article.

Virtually every company in the
freight-transportation and parcel-de-
livery industries has seen volumes
plummet amid the recession. On Tues-
day, United Parcel Service Inc. is
likely to report that its fourth-quar-
ter volumes were no exception.

The question is how much these
volume drops will hurt the Atlanta
company’s profit and its forecast for
2009. “I don’t think you’re going to
see anything pretty come out of
UPS,” said Satish Jindel of SJ Con-
sulting Group, a consultant to the par-
cel-delivery industry. He noted that
the economy turned particularly
grim in December.

Two months ago, UPS’s chief com-
petitor, FedEx Corp., coping with the
slumping volumes, slashed pay for
35,000 employees, including its chair-
man and chief executive, Frederick
W. Smith, who took a 20% cut in base
pay. Mr. Smith at the time cited
“some of the worst economic condi-
tions in the company’s 35-year oper-
ating history.”

But UPS could get a boost from de-
clining fuel prices. When fuel prices
drop quickly, many transportation
companies receive a windfall because
of a time lag between the prices they
pay for fuel and the surcharges they
pass along to customers.

Eyes turn toward UPS volume
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By Sarah E. Needleman

LAKELAND, Fla.—“I haven’t
seen shoes like this in 25 years,”
marvels Jim McFarland. The nar-
row hall of his small shoe-repair
shop is piled high with reheeled sti-
lettos, resoled boots and polished
oxfords.

Mr. McFarland, a third-genera-
tion cobbler, is riding a shoe-repair
boom. Since mid-November, he has
been juggling roughly 275 repair
jobs a week—about 50% more than
usual. “I’m so busy right now it’s un-
believable,” he says.

The recession is battering big
swaths of the U.S. economy, but it’s
given a new lease on life to the tiny
shoe-repair industry, which has
been shrinking for decades. Nation-
wide, cobblers and their suppliers

report markedly higher revenues
than a year ago, as newly frugal
Americans opt to repair their shoes
rather than replace them.

“Our business is very, very
strong in an industry that has been
depressed and declining for many
years,” says Lee Efronson, owner of
Miami Leather Co., a wholesaler of
shoe-care products to cobblers
since 1959.

In assorted nooks of the national
economy, the recession has pro-
vided a welcome jolt. Résumé writ-
ers have seen an upsurge in busi-
ness from customers looking for
jobs. Auto mechanics say they are
getting busier keeping old cars on
the road. And employment lawyers
are picking up clients swept up in
the waves of layoffs.

It appears that the good news for

cobblersmeans bad news for shoere-
tailers. Retail sales of adult footwear
declined 3.2% in the 12 months that
ended in November, from the year-
earlier period, according to NPD
Group Inc., a market-research firm.

Lawrence Sutton hadn’t set foot
in a shoe-repair shop in years. In No-
vember, the 36-year-old insurance-
company owner walked into Mr. Mc-
Farland’s storefront in a strip mall
in this town east of Tampa to drop
off his wife’s black Prada pumps,
which had a broken strap and worn
heels. “It’s better to pay $40 to fix
them than $500 for a new pair,” he
explained. His job is secure, he said,
but he’s concerned about the econ-
omy and is watching his wallet.

There are just 7,000 shoe-repair
shops left in the U.S., down from
more than 120,000 during the Great

Depression, according to the Shoe
Service Institute of America, a trade
group. Today’s cobblers lament that
young people are less inclined to
learn the trade from their
fathers or take it up on
their own.

“We fix everything ex-
cept broken relationships,”
says 52-year-old Alex Ro-
manov, owner of Chagrin
Shoe Leather & Luggage Re-
pair in Woodmere, Ohio,
where sales have increased
about 25% from a year ago.
“Nobody wants to do the
job anymore.”

That includes his
25-year-old son, Ilya. Uninterested
in learning to repair shoes, the jun-
ior Mr. Romanov in 2006 started an
online extension of his father’s busi-

ness. The business, AmericanHeel-
ers.com, receives about 100 pairs of
shoes a week by mail from custom-
ers around the country; they’re ser-

viced by his father’s shop.
The mail-in model works,
says Ilya, because “people
live in places that don’t
have a shoe cobbler any-
more.”

Ron Johnson says his
Tampa cobbler shop has
seen sales increase nearly
50%since June.Jamie Imes,
31, recently drove a half
hour to get there. She says
she doesn’t know any shoe-
repair shops closer to her

home in San Antonio, Fla.
Ms. Imes, a mother of four, says

she’s taken her husband’s shoes to
Please turn to next page

Recession gives beleaguered cobblers fresh traction

Jim McFarland

By Scott McCartney

F
REQUENT traveler
Mitchel Friedman always
carries his small rolling
bag onto flights. So when
an American Airlines gate

agent in Dallas insisted he check his
bag because he was flying home to
New York on standby, he asked why.

That’s the policy, the agent in-
sisted. When he refused, noting that

the flight wasn’t
full and he already
had an assigned
seat, the agent said
he wouldn’t be al-

lowed to board the flight.
“I had never run into that before

and I was just blown away,” said the
real estate executive, who splits his
time between New York and Austin,
Texas. “It was really upsetting to me
because I try, like many others,
never to check a bag.”

Perhaps no other consumer ser-
vice business is so rule-bound as the
airline industry. Travelers confront
an ever-changing, extensive array
of rules and policies, many dictated
by U.S. federal statutes, safety,
crowd control or just the rush to
keep planes moving. And for fliers,
rules can often feel a bit random: Pol-
icies at check-in lobbies, security
checkpoints and airport gates can
be inconsistently enforced or seem-
ingly created on the spot by airline
or TSA workers.

The result: bewildered and an-
gry fliers. Many travelers have
learned to live with, and perhaps
even understand the necessity for,
many rules of the sky. Yet some poli-
cies, at least in the eyes of frequent
travelers, defy logic or exist only for
the benefit of airlines. Even experi-

enced road warriors fly
smack into airline poli-
cies that leave them
scratching their heads.

Mr. Friedman, for
one, relented after a su-
pervisor backed up the
agent. Then he saw am-
ple empty overhead bin
space when he boarded.
“They’ve got all the pow-
ers,” he said. “Every-
thing in travel today is in-
consistent.

AMR Corp.’s Ameri-
can says it doesn’t have a
policy requiring standby
customers to check their
larger carry-on bags, but
the airline has changed
some “practices” that
give gate agents more
leeway.

“Some of our stations
have adopted practices,
when they feel it is neces-
sary, to mitigate the im-
pact of possibly running
out of carry-on space at
the last minute—which
can lead to departure de-
lays,” said Tim Smith, a
spokesman for Ameri-
can. Airport staff can de-
cide to take pre-emptive
action to “ensure an on-
time departure, espe-
cially on flights where we know we
have higher than average passenger
to carry-on bag ratios,” he said.

The rules on buying tickets take
the airline penchant for policy to an
extreme. The “Contract of Car-
riage,” which covers everything the
airline can foresee, from whether to
refund for jury service to rules on
carrying infants, making stopovers
or receiving accommodations after
flight cancellations, can be ex-
tremely voluminous.

At UAL Corp.’s United Airlines,
the contract of carriage is 49 pages
long—21,241 words that, if printed
in this newspaper, would fill more

than six full pages. On top of that,
the “fare rules” that apply to a typi-
cal nonrefundable ticket add an-
other 3,300 words. Delta Air Lines
Inc. is even wordier. For domestic
tickets, Delta’s General Rules Tariff,
last modified Jan. 26, is 58 pages
long: 24,934 words, plus fare rules
that run 1,805 words on a typical ad-
vance-purchase coach ticket.

And those are just the published
rules. In employee manuals and di-
rectives, airlines fly by all kinds of
other rules that travelers never
hear about until they run into a
snag.

Increasingly there’s money at

stake for the airline in
rules enforcement. Now
that most carriers
charge passengers for
checking bags, closely
enforcing baggage lim-
its can makes airlines ex-
tra cash.

Rules on refunds and
compensation can leave
travelers fuming, too.
Carolyn Simpson paid
$1,075 for a first-class
seat on Continental Air-
lines for a trip last sum-
mer from Columbus,
Ohio, to Houston and
back instead of buying a
$400 coach seat. But
her Aug. 21 flight was
canceled and she was re-
booked to coach the
next day because, Conti-
nental said, no first-
class seats were avail-
able. On the spot, the air-
line gave her a refund
for what it considered
the price difference be-
tween coach and first
class: $90.

“It’s not right, said
Mrs. Simpson. “A thou-
sand dollars for a ticket
is a lot of money.”

Her husband says he
complained, figuring

they were owed about $300—the
price difference between half of the
first-class ticket ($500) and half of
the coach ticket ($200). But Conti-
nental calculated the price differ-
ence differently.

Continental says Mrs. Simpson’s
flight was canceled because of bad
weather, and so the airline’s policy
when a customer gets downgraded
is to refund the difference between
what was paid for first-class and the
lowest coach fare available for the
new flight—generally a one-way,
full-priced ticket, as if the customer
bought a new ticket at the last
minute to get on the new flight.

“Because it was weather, it’s an
event out of the airline’s control,” a
spokeswoman said.

That didn’t seem fair to the Simp-
sons. “I feel ripped off and I wonder
if I will ever pay to upgrade again if
the airline can keep most of the
money paid to upgrade without actu-
ally providing the promised first-
class seat,” Robert Simpson said.

Many travelers say they don’t un-
derstand why airlines don’t refund
baggage fees they collect when they
don’t deliver bags to travelers.
Should you have to pay for the ser-
vice if the airline loses your bag?

Pay a restaurant, plumber or elec-
trician for a service and you don’t
pay if they don’t get it done, notes
Ray Hawk of Phoenix. “If you have to
pay for the service, you should get
that particular service,” he said.

To many travelers, it’s a question
of fairness. Rules often work
against them, not airlines. Travel-
ers often end up paying a penalty if
they miss a flight because they
don’t show up on time, for example,
but if the airline doesn’t get their
baggage delivered on-time, there’s
no penalty for the airline other than
the cost of delivering it to you later.

Airlines say the baggage fee is ac-
tually a “handling charge,” and un-
like some package shipping compa-
nies, they don’t guarantee their ser-
vice. Most bags that don’t get deliv-
ered on-time eventually are deliv-
ered to owners. And some carriers
say customers who have paid bag-
gage fees may get a little more in
compensation if they complain
about a lost bag—perhaps a slightly
larger voucher toward future travel,
for example. “The fee is taken into
account when we compensate our
guest for the disservice,” said a
United spokeswoman.

Most airlines do say that if the
bag never gets delivered and the air-
line has to reimburse the customer
for the value of the contents, the fee
will be accounted for, too. But
there’s no rule specifying that.

Jason Schneider
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Binge shows Baker the fickleness of fashion
Retail buying spree
comes unraveled
for strip-mall scion

By Peter Lattman

And Rachel Dodes

Richard Baker caught the fashion
bug at the wrong time.

The charismatic 43-year-old
scion of U.S. strip-mall magnate Rob-
ert Baker, Mr. Baker bulldozed his
way into the retail business over the
past three years. His private-equity
vehicle, NRDC Equity Partners LLC,
invested alongside Apollo Manage-
ment LP in its $1.2 billion acquisi-
tion of Linens ’n Things; bought de-
partment-store chain Lord & Taylor
for $1.2 billion; snapped up jewelry

and home-goods chain Fortunoff
out of bankruptcy; purchased Hud-
son’s Bay, one of Canada’s largest re-
tailers; and bankrolled Peter Som, a
promising young U.S. fashion
designer.

Today, that portfolio has frayed.
Linens ’n Things collapsed and is liq-
uidating its stores. Fortunoff is for
sale and could re-enter bankruptcy
protection if a buyer isn’t found, ac-
cording to people familiar with the
company. Mr. Baker has merged
Lord & Taylor into Hudson’s Bay to
shore up the struggling chain. And
he has pulled the plug on Mr. Som,
who scrapped his show at fashion
week in New York this month.

This wasn’t the vision when
Mr. Baker embarked on his buying
binge in 2006. Back then, he was a
deep-pocketed newcomer embraced
by the A-list fashion crowd, includ-

ing Vogue editor Anna Wintour, and
became a front-row presence at
fashion week.

Now, his misadventures in the re-
tail trade underscore the perils for
investors who aggressively invested
at the peak of the cycle, especially in
a business as fickle as fashion.

“The world has changed so dra-
matically,” said Mr. Baker, adding
that his businesses remain strongly
positioned. “You have to reset your
brain every month.”

In July, Mr. Baker switched his
strategy north, paying about $1.1 bil-
lion for Hudson’s Bay, the owner of
four Canadian chains, including the
Bay department stores and Zellers
discount shops. To help finance the
deal, he secured a $500 million cash
investment from a Middle Eastern
sovereign-wealth fund, according to
people familiar with the transaction.

The newly formed Hudson’s Bay
Trading Co. created a 75,000-em-
ployee, $8 billion-a-year revenue
business. Mr. Baker installed a new
executive team that is cutting costs.

Even if the retail operations
flounder, Mr. Baker says the retail-
er’s 4.9 million square meters of real
estate is worth far more than what
he paid for the businesses.

That thesis will be tested. Recent
economic data from Canada, where
Hudson’s Bay generates 85% of its
revenue, shows a deepening reces-
sion. The effects of the ill-fated For-
tunoff and Peter Som investments
are yielding more bad publicity than
big financial losses. NRDC invested
$10 million and $3 million, respec-
tively, in the transactions, according
to people familiar with the deals.
Mr. Baker says he has zero tolerance
for “any venture that is not cash-

flow positive today.”
Mr. Baker learned the retail trade

from the vantage point of a landlord.
He and his father run closely held Na-
tional Retail & Development Corp.,
which owns some 1.9 million square
meters of shopping centers with ten-
ants such as Wal-Mart and Kohl’s.

In 2005, the younger Mr. Baker, a
collector of contemporary art,
sought to unite his interests in busi-
ness and more creative pursuits. He
developed a retail strategy with a
real-estate twist.

Much like hedge-fund operators
Edward Lampert and William Ack-
man, Mr. Baker reckoned the value
of stores’ real estate wasn’t being
fully valued. Investors could buy cer-
tain retailers and essentially get the
stores’ properties for free.

The idea was persuasive enough
to draw backing from his father, as
well as William Mack and Lee
Neibart, heads of Apollo Real Estate
Advisors (since renamed AREA Prop-
erty Partners).

“It was like ‘How much money
could we lose?’ ” said the younger
Mr. Baker, describing his elder part-

ners’ reaction to the venture. “You
know, ‘Let the kid go and see if he
could put anything together.’ ”

When NRDC acquired Lord & Tay-
lor, Mr. Baker saw value in its flag-
ship Fifth Avenue store. Struck in
2006 at the peak of the credit boom,
the $1.2 billion purchase required an
equity investment of less than
$30 million. NRDC financed most of
the deal by borrowing against the
chain’s properties.

“We could afford to be a little cav-
alier and quick about doing things,
because if we were wrong, we had all
that real estate,” Mr. Baker says.

Mr. Baker decided to transform
Lord & Taylor into a hotbed of “af-
fordable luxury,” situated on the
fashion spectrum somewhere be-
tween Macy’s and Nordstrom. He
formed a design-and-manufactur-
ing unit called Creative Design Stu-
dios to boost the fashion quotient of
its private-label lines. He hired de-
signers Cynthia Steffe and Bryan
Bradley, who both left after about a
year. Currently in his stable: noted
menswear designer Joseph Abboud.

Mr. Baker describes the venture
as “a great experiment” in which
some designers “worked great and
some didn’t.”

In the meantime, he and his team
have morphed from high-concept
fashionistas into “world class cost
cutters.” Says Mr. Baker: “We’re all
about preparing for the worst and
hoping for the best.”

CORPORATE NEWS

Associated Press

Richard Baker’s learned a tough lesson
in the perils of investing at the peak.
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Many U.K. directors report
lack of control over CEOs

www.efinancialnews.com

By Mark Cobley

And Elizabeth Pfeuti

Some large European pension
plans are expressing little appetite
for the slew of government debt ex-
pected to hit the market this year,
threatening to add to the cost of gov-
ernments’ burgeoning bailout pack-
ages.

Governments of developed econ-
omies including the U.S., U.K.,
France and Germany are set to issue
$2.6 trillion of government bonds
this year to fund their bailouts and
stimulus plans. Pension plans were
expected to provide a significant
part of the capital. But some heads
of large funds said they weren’t in-
terested in what had been on offer
so far.

Richard Gröttheim, executive
vice-president of the Swedish fund
AP7, which manages Œ7 billion
($8.96 billion), said it wouldn’t take
on any recently announced U.K. gov-
ernment debt. “We have no appetite
for this kind of asset in general; this
includes debt issued by the U.S. or
other countries,” he said.

Pension funds say investing in
other classes of fixed-income assets—
corporate bonds are offering histori-
cally high yields—will be more prof-
itable and may better meet their
needs. They are particularly keen on
inflation-linked securities, and gov-
ernments may be able to drum up de-
mand by issuing more of these.

Mike Taylor, chief executive of
the £3.6 billion ($5.22 billion) Lon-
don Pensions Fund Authority, said
his fund “may well be interested in
future in purchasing long-dated, in-

dex-linked debt if we find that it is a
good match to our liabilities.”

Andrew Burns, chief financial of-
ficer at Staffordshire County Coun-
cil in the U.K., which runs a £2.2 bil-
lion pension fund, said: “We see cor-
porate credit as a better investment
opportunity than gilts, so govern-
ments might struggle. We believe
there is continuing interest for in-
dex-linked bonds.”

Others have their eyes on longer-
duration bonds. Wouter Pelser,
chief investment officer at Mn Ser-
vices, which manages Œ56 billion on
behalf of Dutch pension plans, said
more issuance from governments in
the 10- to 15-year duration range
would be useful.

Pensions-industry bodies in the
U.K., such as the National Associa-
tion of Pension Funds and the Soci-
ety of Pension Consultants, have
been lobbying the government for
more long-dated and inflation-
linked issuance.

“Investors have been making the
case for some time for governments
to issue gilts that better suit their

needs in matching their liabilities,”
said Jerry Moriarty, head of policy
at the Irish Association of Pension
Funds. “Governments may need to
take notice of this.”

PME, one of the largest Dutch
pension plans with Œ19 billion under
management, is planning to invest
more in fixed income this year fol-
lowing heavy investment losses in
equities, but government debt is un-
likely to feature, according to a
spokeswoman. “Investing more in
fixed income will include investing
more in loans to companies, involv-
ing a little more risk than govern-
ment bonds,” she said.

Bailout bonds a hard sell
Big pensions shun
government bonds
needed for stimulus

By Paul Hodkinson

The private-equity industry
meets in Berlin this week for the Su-
perReturn International 2009 con-
ference, in what is likely to be the
gloomiest gathering of industry ex-
ecutives in recent times.

The attendees at the conference,
which begins Tuesday , no longer
have investors pounding at their
doors. Instead, investors are increas-
ingly demanding better terms as the
poor fund-raising environment
boosts their bargaining power.

In recent months, investors have
begun objecting to the way portfo-
lios are valued, asking for a break-
down of how management fees are
allocated, negotiating reductions in
transaction fees and ensuring carry
is being effectively dispersed across
the firm, according to investors and
advisers.

The shift in the balance of power
was illustrated by U.S. buyout firm
Madison Dearborn Partners LP,
which made the unusual move of de-
ferring a management fee—usually
set at 1.5% of assets—for the firm’s
latest fund.

Paul Finnegan, co-founder and
co-chief executive of Madison, said
at the Private Equity Analyst confer-
ence in New York last week that the
firm had targeted $10 billion for its
sixth fund but reduced it to $7.5 bil-

lion last year. Mr. Finnegan said the
firm had garnered $4.1 billion in
commitments, so far.

However, he said Madison had
decided against making the fund “ef-
fective” to give it more time to hit
the revised target. This means inves-
tors don’t pay any annual manage-
ment fee on the MDP VI fund, but in
return Madison can draw down the
money to invest in deals and isn’t
limited to an 18-month fund-raising
window before having to close.

Two well-known investors said
limited partners should attempt to
get access to firms’ accounts and
work out a fair management fee based
on what the accounts reveal about
how the firm is using the money in-
stead of paying a flat percentage.

Matthew Judd, a funds partner at
law firm White & Case, said: “The bal-
ance of power is shifting in favor of
[limited partnerships]. Capital is
scarce and those willing to put money
in are having a greater say on terms.”

SuperReturn conference
hits not-so-super times

— NOTICE TO READERS —
The articles on this page on the
securiti`es and investment-bank-
ing industry are provided by Finan-
cial News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

Any takers?
Government debt issuance from the euro zone, U.S. and U.K.

Source: RBS

Note: U.K. figures are for years ending March 31. Euro zone and U.S. figures are for calendar years. 
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By Mark Cobley

More than a third of nonexecu-
tive directors at U.K. companies have
doubts about their ability to control
headstrong company chiefs, accord-
ing to a survey.

Remuneration consultants
MM&K, in conjunction with board-
room search consultancy Hanson
Green, conducted a survey of 375
company chairmen and nonexecu-

tive directors sitting on 972 boards
at listed and private firms. The sur-
vey found 26% of nonexecutives said
they were unsure they could control
their chairmen or chief executive,
while 10% said they couldn’t.

Peter Waine, chief executive of
Hanson Green, said the finding ap-
peared to contradict the U.K.’s Com-
bined Code on Corporate Gover-

nance, a code to which nearly all Brit-
ish companies have committed.

“Anyone who feels they haven’t
got enough power is on a dysfunc-
tional board and either needs to step
down or work with the chairman to
get it right,” he said.

The survey also found that the
pay on offer to chairmen and nonex-
ecs continued to rise above inflation
last year, hitting a median of
£300,000 ($423,000) for a chairman
and £75,000 for a nonexecutive direc-
tor. The growth rate over the past
four years is about 10% on average.

However, while the compensa-
tion for chairmen is increasing in
line with their workload, that of non-
executives has gone up without them
spending any more time in the job.
They continue to work about 30 days
a year, the same as in 2006.

Separate survey data, from the re-
search firm BoardEx, found that com-
pany chairmen are spending 3µ
years in their roles on average. That
was little changed from 2007, sug-
gesting that a spike in turnover the
year before was a temporary phe-
nomenon, linked to a government re-
port—the Higgs Review—that recom-
mended that those with two or more
chairmanships only stay in one.

Pay for chairmen,
nonexecutive
directors has risen
faster than inflation.
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Mine assets attract deal
Rio Tinto’s resources
may be driving
Chinalco’s interest

Bl
oo

m
be

rg
 N

ew
s/

La
nd

ov

Rio Tinto is trying to sell some of its mining operations to pay down the $38.9
billion debt it incurred from its 2007 purchase of Alcan.

Humana profit slips 28%,
but results meet forecasts

Staffing firms are fined
as France alleges cartel

By Chuin-Wei Yap

BEIJING—Chinalco confirmed it
is discussing cooperation with debt-
laden Rio Tinto, but some analysts
said the Chinese aluminum giant is
likely more interested in picking
over the Anglo-Australian miner’s
assets than pouring billions of dol-
lars into a bigger equity stake in it.

The recent decline in asset
prices could make this a good time
for Chinalco, formally known as
Aluminum Corp. of China, to con-
sider buying mining assets in expec-
tation that global demand for met-
als will eventually recover, analysts
said. But China’s overall caution to-
ward overseas acquisitions amid
the financial crisis, and Chinalco’s
huge paper loss on its initial invest-
ment in Rio Tinto a year ago, will
weigh against buying more Rio
Tinto shares.

“I suspect Chinalco is not inter-
ested in Rio equity in any shape or
form,” said Michael Komesaroff,
head of Urandaline Investments, an
Australian natural-resources consul-
tancy. He says the Chinese company
is likely “more interested in [Rio Tin-
to’s] world-class assets.”

Chinalco Deputy General Man-
ager Lu Youqing said Monday that
Chinalco and Rio Tinto have held
talks on “possible areas of coopera-
tion.” But, he added, Rio Tinto is
“talking to a lot of people.” He didn’t
elaborate.

Rio Tinto said it was in talks with
Chinalco over a possible investment
in minority interests and in convert-
ible instruments, but that “there
can be no certainty that a transac-
tion will ultimately take place.

Chinalco has been expanding be-

yond aluminum into copper and
iron ore as part of China’s broader
government-backed push to acquire
strategic natural resources abroad.

There is “a long list of Chinese
firms going abroad and acquiring
material assets” in the raw-materi-
als sector, said Frederic Gits, an ana-
lyst at Fitch Ratings. “Now is maybe
a good time to buy. Valuations are
going down and firms need money.”

One possible target for Chinalco
could be Rio’s 30% share in Escon-
dida, the world’s largest copper
mine, in Chile. But rival miner BHP
Billiton, also a part owner of that
mine, could block that.

Both Chinalco and Rio have suf-
fered from steeply plummeting com-
modity markets as industrial de-
mand unravels. Copper prices have
fallen 61% on the London Metal Ex-
change since July, and aluminum
was down 54% in the same period.

Rio is now is trying to sell some
mining operations to pay off some
of the $38.9 billion debt it racked up
from its 2007 purchase of aluminum
producer Alcan, which it bought dur-

ing the height of the commodities
boom. Chinalco, meanwhile, re-
ported an 88% drop in net profit in
2008, to two billion yuan ($293 mil-
lion) from 16 billion yuan in 2007.

Rio Tinto’s shares jumped on
news of the talks with Chinalco Mon-
day, rising 6.6% in London to close at
£16.06 ($23.28). But the shares have
lost more than two-thirds of their
value since Chinalco teamed up with
Alcoa Inc. last February to buy a 9%
stake in Rio Tinto for $14.1 billion,
making Chinalco the Anglo-Austra-
lian company’s biggest shareholder.

That ill-timed investment was
one of a series of overseas invest-
ments by Chinese entities that have
misfired, leaving Chinese authori-
ties gun-shy. Chinese companies
have done few big acquisitions in
the year since Chinalco’s invest-
ment in Rio Tinto, and Chinese au-
thorities have rejected offers to in-
vest in troubled Western banks dur-
ing that period despite sharply re-
duced prices.
 —Shai Oster in Beijing

contributed to this article.

By Jin-Young Yook

SEOUL—Shinhan Financial
Group said fourth-quarter net profit
rose 26%, helped by interest pay-
ments on deposits placed with the
Bank of Korea, and unveiled plans to
raise 1.5 trillion won ($1.09 billion)
to help it withstand the impact of
the worsening domestic economy.

The Bank of Korea paid interest
of about 500 billion won on domes-
tic bank deposits held with the cen-
tral bank in December to help the
banks improve liquidity.

“Considering the global finan-
cial-market turmoil, Shinhan’s earn-
ings result wasn’t bad,” said Koo
Kyung-hwe, an analyst at HMC In-
vestment Securities.

Shinhan Financial—which con-
trols Shinhan Bank, one of the South
Korea’s top three lenders by assets—
said net profit in the quarter ended
in December rose to 283.7 billion
won from about 226 billion won a
year earlier. Revenue more than tri-
pled to 23.149 trillion won. Shinhan
Bank’s net interest margin, a key
profitability measure for the bank-
ing business, rose 0.04 percentage
point from the prior quarter to
2.14% in the fourth quarter.

Shinhan Financial said prior to
the release of its earnings that it
will issue 78 million new shares in a
fund raising, which was expected by

the market. The group said in a regu-
latory filing that it plans to sell
shares at around 20,550 won each,
which is a 25% discount to its ad-
justed average share price over the
past month. The 78 million shares
represent nearly 20% of its total
common stock of 396.2 million
shares as of Dec. 31, 2007.

Shares of Shinhan Financial fell
7.2% to 26,450 won Monday in Seoul.
The group, 8.5%-owned by French
bank BNP Paribas, is also listed on

the New York Stock Exchange.
“Despite relatively OK fourth-

quarter results, Shinhan’s share
price underperformed the market be-
cause the new share offering might
be coming when investor demand is
soft, and it isn’t clear whether the
market can absorb new supply,” said
Seo Young-soo, an analyst at Ki-
woom Securities. The funds will be
used to improve the financial
group’s capital base amid worsen-
ing domestic economic conditions.

Shinhan net rises; share issue set

U.S. challenges Solvay drug pact

CORPORATE NEWS

By Goran Mijuk

And Kerry E. Grace

French regulators fined the
world’s three largest staffing compa-
nies a total of Œ94.4 million ($120.9
million) Monday for allegedly partic-
ipating in a price-fixing cartel.

The French competition watch-
dog said units of U.S.-based Man-
power Inc., Switzerland’s Adecco
SA and the Netherlands’ Vedior NV—
which merged with Dutch competi-
tor Randstad NV to become Rands-
tad Holding NV last year—engaged
in anticompetitive conduct involv-
ing an unnamed client between
March 2003 and November 2004.

Manpower, which was fined Œ42
million, said it would appeal. “The
council’s holding that our French op-
eration was broadly engaged in a
concerted practice to avoid competi-
tion on price is not supported by the
facts,” said Kenneth Hunt, Manpow-
er’s chief legal officer. “The fine im-
posed by the council is excessive as
a measure of the damage to the econ-
omy,” he said.

Mr. Hunt added that since 2004,
the company has taken steps to im-

prove its compliance-and-training
program to prevent future issues, and
that all Manpower employees must
take an annual ethics-training course.

Although it is based in the U.S.,
Manpower derives two-thirds of its
revenue in Europe, and one-third
from France alone. The company
has been hurt by the global reces-
sion, because businesses usually
shed temporary workers ahead of
permanent staffers. Manpower said
in December that its European busi-
ness had been deteriorating rapidly.

Adecco, fined Œ34.2 million, said
it would analyze the regulators’ deci-
sion before considering an appeal.
Randstad said Vedior had decided
earlier to enter into settlement nego-
tiations, helping the company avoid
a potentially higher fine. The com-
pany was fined Œ18.2 million.

Analysts said the fines could
hurt fourth-quarter earnings at
Adecco, which has set aside less in
provisions for the case. Manpower
took a second-quarter charge of
$50 million related to the investiga-
tion, while Randstad made a provi-
sion of Œ35 million. Adecco took a
Œ15 million charge in 2007.

ASSOCIATED PRESS

WASHINGTON—U.S. regulators
accusedSolvayPharmaceuticalsInc.
and three makers of generic drugs
Monday of illegally agreeing to keep
cheaper versions of a lucrative hor-
mone-boosting drug off the market.

The lawsuit from the Federal
TradeCommissionallegesthatBrus-
sels-based Solvay agreed to share its
profit with the three U.S. companies
providedtheydidn’tlaunchtheirlow-
cost versions until 2015. AndroGel, a
gel-based testosterone drug, is
Solvay’s best-selling product with
U.S. sales of more than $300 million.

Instead of competing against
Solvay, the FTC states that the ge-
neric companies agreed to help mar-

ket and manufacture AndroGel.
“These agreements deny con-

sumers the opportunity to purchase
lower-cost generic versions of An-
droGel, at a cost of hundreds of mil-
lions of dollars a year,” the FTC
states in its complaint, filed in a U.S.
district court in California.

Solvay said it is “disappointed
but not discouraged by the deci-
sion,” and would “use all necessary
means to defend” the agreement.

The generic drug makers
named in the lawsuit are California-
based Watson Pharmaceuticals
Inc., New Jersey-based Par Phar-
maceutical Cos., and privately
held, Minneapolis-based Paddock
Laboratories Inc.

By Jennifer Hoyt

Humana Inc. reported a drop in
earnings, but analysts were broadly
positive about the results, noting
that the managed-care company re-
iterated its 2009 guidance.

For the fourth quarter, Humana’s
net income fell 28%, despite in-
creases in revenue and member-
ship, as the company posted higher
expenses for its prescription-drug
plans and a write-down on invest-
ment losses.

Net income fell to $174.1 million,

or $1.03 a share, from $243.2 mil-
lion, or $1.43 a share, a year earlier.

Excluding the write-down for
investment losses, Humana’s per-
share earnings were generally in
line with the average analyst esti-
mate of $1.07 a share from Thom-
son Reuters.

Revenue climbed 18% to $7.49
billion, driven by increases in
Medicare Advantage and commer-
cial membership.

For 2009, Humana reiterated its
October outlook for earnings of
$5.90 to $6.10 a share.
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$13,590

Cert ified Pre-Owned (Latest Model #118238)Gent’s 18K Y/G Rolex

Presentation Box , Book le t ,Tags , and Capetown’s Lifetime Warranty.

For complete details,
see website item #: CT22862

Take Advantage of our Discounted Multi-Million Dollar Inventory of

P
recious Jewelry & Watches such as Rolex, Cartier, & Patek on the Web:

www.capetowndiamond.com

Pres ident wi th Champagne Dia l , 18K Y/G Rolex Pre s ident Brace l e t ,

$$$$$
$$

$
$$

$ $ $
$ $ $ $ $ $ $ $ $ $ $ $

$$$$$$$$$
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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.

3.79% 9 World -a % % 154.88 –1.55% –44.9% 6.10% 9 U.S. Select Dividend -b % % 484.56 –1.47% –43.0%

3.16% 11 Global Dow 1004.00 –0.99% –38.1% 1357.21 –1.66% –46.9% 3.98% 12 Infrastructure 1233.90 –0.70% –29.3% 1497.24 –1.37% –39.3%

4.79% 9 Stoxx 600 186.30 –2.57% –43.4% 178.19 –2.64% –51.1% 2.50% 5 Luxury 537.40 –1.40% –45.1% 579.86 –2.07% –52.8%

4.82% 9 Stoxx Large 200 202.70 –2.50% –42.9% 192.80 –2.57% –50.7% 2.85% 6 BRIC 50 241.10 –1.65% –51.3% 292.56 –2.32% –58.2%

4.66% 10 Stoxx Mid 200 162.00 –2.72% –44.4% 154.05 –2.79% –52.0% 3.90% 3 Africa 50 515.40 –1.19% –52.0% 416.38 –1.87% –58.8%

4.52% 10 Stoxx Small 200 96.60 –3.47% –48.2% 91.80 –3.54% –55.2% 7.80% 5 GCC % % 1085.27 –2.60% –62.6%

4.91% 8 Euro Stoxx 203.20 –1.89% –44.9% 194.32 –1.96% –52.4% 4.66% 8 Sustainability 626.70 –1.96% –38.8% 677.19 –2.08% –47.2%

4.91% 8 Euro Stoxx Large 200 217.70 –1.84% –45.2% 206.93 –1.92% –52.7% 2.98% 10 Islamic Market -a % % 1372.31 –1.12% –39.0%

4.87% 9 Euro Stoxx Mid 200 188.20 –1.79% –42.3% 178.77 –1.86% –50.1% 3.31% 9 Islamic Market 100 1462.20 –0.89% –23.4% 1601.56 –1.01% –33.8%

5.03% 11 Euro Stoxx Small 200 109.10 –2.86% –46.8% 103.55 –2.93% –54.0% 3.31% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1068.50 –3.27% –60.8% 1170.92 –3.34% –66.1% 2.85% 12 Wilshire 5000 % % 8243.73 –1.10% –40.9%

7.23% 7 Euro Stoxx Select Div 30 1216.90 –2.52% –58.4% 1338.77 –2.60% –64.1% % DJ-AIG Commodity 118.30 –0.71% –33.6% 110.06 –0.78% –42.6%

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

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

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

Australia 1.5847 2.2452 1.3609 0.1896 0.0438 0.2248 0.0176 0.3886 2.0299 0.2723 1.2798 ...

 Canada 1.2383 1.7544 1.0634 0.1481 0.0342 0.1756 0.0138 0.3037 1.5861 0.2128 ... 0.7814

 Denmark 5.8194 8.2451 4.9975 0.6961 0.1609 0.8254 0.0648 1.4272 7.4543 ... 4.6997 3.6723

 Euro 0.7807 1.1061 0.6704 0.0934 0.0216 0.1107 0.0087 0.1915 ... 0.1342 0.6305 0.4926

 Israel 4.0775 5.7772 3.5017 0.4878 0.1128 0.5783 0.0454 ... 5.2231 0.7007 3.2930 2.5731

 Japan 89.8300 127.2756 77.1437 10.7460 2.4841 12.7409 ... 22.0307 115.0677 15.4364 72.5459 56.6872

 Norway 7.0505 9.9895 6.0548 0.8434 0.1950 ... 0.0785 1.7291 9.0313 1.2116 5.6939 4.4492

 Russia 36.1621 51.2362 31.0550 4.3259 ... 5.1290 0.4026 8.8687 46.3218 6.2141 29.2042 22.8201

 Sweden 8.3594 11.8440 7.1788 ... 0.2312 1.1856 0.0931 2.0501 10.7080 1.4365 6.7510 5.2752

 Switzerland 1.1645 1.6499 ... 0.1393 0.0322 0.1652 0.0130 0.2856 1.4916 0.2001 0.9404 0.7348

 U.K. 0.7058 ... 0.6061 0.0844 0.0195 0.1001 0.0079 0.1731 0.9041 0.1213 0.5700 0.4454

 U.S. ... 1.4168 0.8588 0.1196 0.0277 0.1418 0.0111 0.2452 1.2809 0.1718 0.8076 0.6310

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 –8.50 –2.24% 816.00 305.50
Soybeans (cents/bu.) CBOT 959.50 –20.50 –2.09 1,653.50 779.25
Wheat (cents/bu.) CBOT 563.75 –4.25 –0.75 1,275.00 471.00
Live cattle (cents/lb.) CME 86.825 1.725 2.03% 119.200 82.400
Cocoa ($/ton) ICE-US 2,726 –53 –1.91 3,214 1,910
Coffee (cents/lb.) ICE-US 119.75 0.85 0.71 181.60 102.15
Sugar (cents/lb.) ICE-US 12.75 0.08 0.63 15.85 9.89
Cotton (cents/lb.) ICE-US 49.71 0.30 0.61 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,779.00 34 1.95 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,953 –26 –1.31 2,023 1,005
Robusta coffee ($/ton) LIFFE n.a. n.a. n.a. n.a. n.a.

Copper (cents/lb.) COMEX 143.10 –3.75 –2.55 398.40 125.50
Gold ($/troy oz.) COMEX 907.20 –21.20 –2.28 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1241.50 –15.00 –1.19 2,122.50 8.50
Aluminum ($/ton) LME 1,355.00 9.00 0.67 3,340.00 1,326.00
Tin ($/ton) LME 10,625.00 –170.00 –1.57 25,450.00 9,750.00
Copper ($/ton) LME 3,180.00 35.00 1.11 8,811.00 2,815.00
Lead ($/ton) LME 1,115.00 –35.00 –3.04 3,460.00 870.00
Zinc ($/ton) LME 1,110.00 13.00 1.19 2,840.00 1,065.00
Nickel ($/ton) LME 11,300 350 3.20 33,600 9,000

Crude oil ($/bbl.) NYMEX 40.08 –1.60 –3.84 148.35 38.00
Heating oil ($/gal.) NYMEX 1.3424 –0.0916 –6.39 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.1492 –0.1195 –9.42 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.557 0.140 3.17 14.169 4.280
Brent crude ($/bbl.) ICE-EU 45.55 –2.15 –4.51 150.45 41.01
Gas oil ($/ton) ICE-EU 433.75 –20.50 –4.51 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 2
Per In

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

Argentina peso-a 4.4680 0.2238 3.4880 0.2867

Brazil real 3.0018 0.3331 2.3435 0.4267

Canada dollar 1.5861 0.6305 1.2383 0.8076
1-mo. forward 1.5867 0.6302 1.2387 0.8073

3-mos. forward 1.5864 0.6303 1.2385 0.8074
6-mos. forward 1.5847 0.6310 1.2371 0.8083

Chile peso 799.63 0.001251 624.25 0.001602
Colombia peso 3146.65 0.0003178 2456.50 0.0004071

Ecuador US dollar-f 1.2809 0.7807 1 1
Mexico peso-a 18.5379 0.0539 14.4720 0.0691

Peru sol 4.0952 0.2442 3.1970 0.3128
Uruguay peso-e 29.014 0.0345 22.650 0.0442

U.S. dollar 1.2809 0.7807 1 1
Venezuela bolivar 2.75 0.363559 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0299 0.4926 1.5847 0.6311
China yuan 8.7717 0.1140 6.8478 0.1460

Hong Kong dollar 9.9333 0.1007 7.7546 0.1290
India rupee 62.6064 0.0160 48.8750 0.0205

Indonesia rupiah 15083 0.0000663 11775 0.0000849
Japan yen 115.07 0.008691 89.83 0.011132

1-mo. forward 114.95 0.008699 89.74 0.011143
3-mos. forward 114.70 0.008719 89.54 0.011168

6-mos. forward 114.37 0.008744 89.29 0.011200
Malaysia ringgit-c 4.6313 0.2159 3.6155 0.2766

New Zealand dollar 2.5542 0.3915 1.9940 0.5015
Pakistan rupee 101.387 0.0099 79.150 0.0126

Philippines peso 60.153 0.0166 46.960 0.0213
Singapore dollar 1.9401 0.5154 1.5146 0.6602

South Korea won 1783.72 0.0005606 1392.50 0.0007181
Taiwan dollar 43.232 0.02313 33.750 0.02963
Thailand baht 44.801 0.02232 34.975 0.02859

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

Euro zone euro 1 1 0.7807 1.2809

1-mo. forward 1.0003 0.9997 0.7809 1.2805

3-mos. forward 1.0005 0.9995 0.7811 1.2803

6-mos. forward 1.0003 0.9997 0.7809 1.2805

Czech Rep. koruna-b 28.223 0.0354 22.033 0.0454

Denmark krone 7.4543 0.1342 5.8194 0.1718

Hungary forint 297.41 0.003362 232.18 0.004307

Norway krone 9.0313 0.1107 7.0505 0.1418

Poland zloty 4.4906 0.2227 3.5057 0.2852

Russia ruble-d 46.322 0.02159 36.162 0.02765

Sweden krona 10.7080 0.0934 8.3594 0.1196

Switzerland franc 1.4916 0.6704 1.1645 0.8588

1-mo. forward 1.4908 0.6708 1.1639 0.8592

3-mos. forward 1.4889 0.6716 1.1624 0.8603

6-mos. forward 1.4849 0.6734 1.1592 0.8626

Turkey lira 2.1196 0.4718 1.6547 0.6043

U.K. pound 0.9041 1.1061 0.7058 1.4168

1-mo. forward 0.9044 1.1057 0.7060 1.4164

3-mos. forward 0.9045 1.1055 0.7061 1.4161

6-mos. forward 0.9044 1.1057 0.7060 1.4164

MIDDLE EAST/AFRICA

Bahrain dinar 0.4829 2.0708 0.3770 2.6526

Egypt pound-a 7.1317 0.1402 5.5675 0.1796

Israel shekel 5.2231 0.1915 4.0775 0.2452

Jordan dinar 0.9063 1.1033 0.7076 1.4133

Kuwait dinar 0.3798 2.6330 0.2965 3.3727

Lebanon pound 1924.63 0.0005196 1502.50 0.0006656

Saudi Arabia riyal 4.8042 0.2082 3.7505 0.2666

South Africa rand 13.0784 0.0765 10.2100 0.0979

United Arab dirham 4.7043 0.2126 3.6725 0.2723

SDR -f 0.8592 1.1639 0.6707 1.4909

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 600 186.32 –4.91 –2.57% –5.4% –43.4%

 9 DJ Stoxx 50 1938.31 –45.17 –2.28 –6.2% –41.3%

 8 Euro Zone DJ Euro Stoxx 203.18 –3.91 –1.89 –8.8% –44.9%

 8 DJ Euro Stoxx 50 2198.74 –38.24 –1.71 –10.3% –43.1%

 5 Austria ATX 1672.48 –63.75 –3.67 –4.5% –57.5%

 7 Belgium Bel-20 1858.77 –41.32 –2.17 –2.6% –51.2%

 6 Czech Republic PX 763.9 –10.3 –1.33 –11.0% –51.3%

 9 Denmark OMX Copenhagen 235.20 –4.87 –2.03 4.0% –42.3%

 8 Finland OMX Helsinki 4991.32 –114.33 –2.24 –7.6% –54.1%

 7 France CAC-40 2930.05 –43.87 –1.48 –8.9% –41.1%

 9 Germany DAX 4271.04 –67.31 –1.55 –11.2% –39.0%

 … Hungary BUX 11735.82 219.71 1.91% –4.1% –50.8%

 2 Ireland ISEQ 2323.73 12.34 0.53 –0.8% –66.4%

 6 Italy S&P/MIB 17467 –467 –2.60 –10.2% –49.8%

 4 Netherlands AEX 245.96 –2.64 –1.06 …% –45.6%

 6 Norway All-Shares 264.15 –10.07 –3.67 –2.2% –44.7%

 17 Poland WIG 23908.36 –777.00 –3.15 –12.2% –51.6%

 10 Portugal PSI 20 6337.79 –100.40 –1.56 –0.1% –44.8%

 … Russia RTSI 508.25 –26.79 –5.0% –19.6% –74.7%

 7 Spain IBEX 35 8233.4 –217.0 –2.57 –10.5% –39.1%

 15 Sweden OMX Stockholm 187.79 –4.48 –2.33 –8.0% –41.2%

 11 Switzerland SMI 5166.96 –123.09 –2.33 –6.6% –33.3%

 … Turkey ISE National 100 25270.81 –663.56 –2.56 –5.9% –44.7%

 8 U.K. FTSE 100 4077.78 –71.86 –1.73 –8.0% –32.3%

 9 ASIA-PACIFIC DJ Asia-Pacific 85.12 –1.73 –1.99 –9.1% –43.1%

 … Australia SPX/ASX 200 3497.4 –43.3 –1.22 –6.0% –40.4%

 … China CBN 600 16903.28 259.85 1.56% 14.5% –56.4%

 8 Hong Kong Hang Seng 12861.49 –416.72 –3.14 –10.6% –48.6%

 11 India Sensex 9066.70 –357.54 –3.79 –6.0% –51.4%

 … Japan Nikkei Stock Average 7873.98 –120.07 –1.50 –11.1% –43.2%

 … Singapore Straits Times 1705.29 –41.18 –2.36 –3.2% –44.6%

 11 South Korea Kospi 1146.95 –15.16 –1.30 2.0% –32.1%

 9 AMERICAS DJ Americas 207.29 –1.63 –0.78 –8.3% –41.9%

 … Brazil Bovespa 38780.86 –519.93 –1.32 3.3% –36.5%

 11 Mexico IPC 19565.14 Closed –12.6% –33.5%

*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 January 30, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

...% ... ALL COUNTRY (AC) WORLD* 208.02 –2.06%–48.4% –43.8%

...% ... World (Developed Markets) 838.83 –2.23%–47.2% –42.8%

...% ... World ex-EMU 99.18 –2.10%–45.2% –41.2%

...% ... World ex-UK 839.71 –2.42%–46.4% –42.1%

...% ... EAFE 1,115.14 –2.16%–50.5% –45.4%

...% ... Emerging Markets (EM) 529.53 –0.50%–57.5% –51.4%

...% ... EUROPE 66.91 0.18%–47.5% –40.6%

...% ... EMU 121.86 –2.92%–56.4% –50.6%

...% ... Europe ex-UK 72.99 –0.52%–47.7% –40.3%

...% ... Europe Value 72.48 –0.39%–52.2% –45.4%

...% ... Europe Growth 59.88 0.70%–42.7% –35.7%

...% ... Europe Small Cap 102.44 1.23%–52.4% –45.9%

...% ... EM Europe 146.75 0.48%–69.5% –63.1%

...% ... UK 1,228.72 –0.97%–36.0% –29.8%

...% ... Nordic Countries 96.47 –0.17%–53.2% –46.1%

...% ... Russia 379.42 1.03%–74.8% –69.9%

...% ... South Africa 557.37 0.44%–21.8% –17.9%

...% ... AC ASIA PACIFIC EX-JAPAN 228.29 –0.35%–56.9% –50.6%

...% ... Japan 489.37 –3.27%–47.9% –42.7%

...% ... China 37.43 1.36%–56.2% –44.1%

...% ... India 362.61 1.92%–57.6% –50.4%

...% ... Korea 320.04 –0.51%–38.1% –28.4%

...% ... Taiwan 159.62 0.00%–52.2% –46.1%

...% ... US BROAD MARKET 899.82 –2.24%–43.6% –39.9%

...% ... US Small Cap 1,117.93 –2.28%–43.7% –39.9%

...% ... EM LATIN AMERICA 2,071.14 –2.01%–52.9% –49.7%

*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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Mattel profit falls 46%
on lower holiday sales
Weak toy spending,
focus on dividend
bring cost controls

Sales of Mattel’s Barbie dolls continued to slide during the fourth quarter. A
Barbie Fashion and Beauty display at American International Toy Fair a year ago.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

ABN Amro Holding NV

Dutch state-owned bank ABN
Amro Holding NV has held talks
with Royal Bank of Scotland Group
PLC on buying back some its former
operations, the Dutch Finance Minis-
try said. “The potential buyback of
some assets from RBS will be looked
into as part of the new strategy of
ABN Amro,” a spokeswoman for the
Dutch Finance Ministry said. She de-
clined to say whether the banks
were still in talks. RBS, which ex-
pects a 2008 loss as steep as £28 bil-
lion (nearly $41 billion), has been
hit hard by the credit crisis and is re-
viewing its operations and may sell
some assets. The Dutch government
nationalized ABN Amro in October
as part of a rescue of Belgian-Dutch
company Fortis NV.

Atlas Copco AB

Atlas Copco AB of Sweden said
fourth-quarter net profit more than
doubled after an exceptional charge
a year earlier, but the air-compres-
sor maker announced it would cut
3,000 more jobs in response to slug-
gish demand. Net profit surged to
2.91 billion Swedish kronor ($347.7
million) from 1.37 billion kronor a
year earlier, when results were hit
by an 864-million-kronor write-
down of interest-bearing notes.
This year, Atlas Copco booked a gain
of 220 million kronor, mostly
thanks to the weakening krona.
Sales, meanwhile, rose 12% to 19.73
billion kronor. The company already
had cut its work force by 1,350 in the
fourth quarter, amid a “sharp de-
cline in order intake,” and said that
it will lay off a further 3,000 work-
ers world-wide. At the end of 2008,
Atlas Copco had 34,043 employees.

—Compiled from staff
and wire service reports.
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By Kerry E. Grace

And Mary Ellen Lloyd

Mattel Inc. posted a worse-than-
expected 46% drop in net income,
reflecting an 11% revenue decline
and falling margins as consumers
pulled back on toy spending.

Foreign-currency exchange
also had a negative impact, as did
a gain in the year-earlier quarter.

“Our business wasn’t immune
from the deteriorating economic
environment of 2008,” Chief Exec-
utive Robert A. Eckert said. “In re-
sponse, our focus for 2009 is on
cost and spending reductions and
maintaining a strong balance
sheet.”

“Our priority is to protect the
dividend, so you won’t see a lot of
activity from us in either repur-
chasing shares” or mergers and ac-
quisitions, Mr. Eckert added dur-
ing a conference call. The annual
dividend, which was 75 cents in
2008, is ultimately up to the
board, Mr. Eckert noted.

In November, Mattel cut 1,000
jobs world-wide, or about 3% of its
work force.

The toy-making giant on Mon-
day said net income fell to $176.4
million, or 49 cents a share, down
from $328.5 million, or 89 cents a
share, a year earlier, which in-
cluded a net 13-cent tax benefit.
Revenue fell to $1.94 billion, with
nearly half the drop due to the
stronger dollar.

Gross margins shrank to 46%
from 48%. Many toy retailers cut
prices before Christmas in an ef-
fort to boost sales amid a challeng-
ing holiday season. International
sales dropped 20%, while sales in
North America fell 6%.

Sales for the company’s Fisher-
Price brand fell 10% while Barbie,
Mattel’s flagship franchise, de-
clined 21% after a 1% drop in the
third quarter. Mattel is working
on revamping Barbie for her 50th
anniversary this year to try to
make the doll fashionable again
with older girls, who are dropping
her for other, edgier playthings
like video games. Sales of Barbie
products account for about one-
fifth of the company’s overall
sales.

Sales for the Wheels category—
which includes the Hot Wheels,
Matchbox and Tyco R/C brands—
declined 19%, while the entertain-
ment business, which includes
games and puzzles, fell 17%.

American Girl Brands, Mattel’s
expanding high-end doll unit, saw
sales rise 5%.

To protect its doll franchises,
Mattel has been battling against
MGA Entertainment, whose popu-
lar Bratz dolls were created by a
former Mattel employee while
still on the payroll there. Mattel
has won the wider battle, but it
lost one round in the legal fight
last month when a federal judge
ruled MGA could sell Bratz dolls
through 2009 before turning the
franchise over to Mattel. The rul-
ing stayed a previous decision
that would have forced MGA to
give up control as soon as this
month.

Mattel, based in El Segundo, Ca-
lif., expects to cut 2009 capital ex-
penditures to below $150 million
after spending $199 million last
year. Mr. Eckert said. Mattel in
2008 generated about $436 mil-
lion in cash flow from operations,
officials said. The toy maker spent
$58 million on acquisitions and
$91 million on share repurchases.
With 358 million basic shares out-
standing as of Dec. 31, the divi-
dend would cost $268.5 million.

Shares of Mattel fell sharply in
the wake of the report and pulled
down other toy makers. In after-
noon trading on the New York
Stock Exchange, Mattel shares
were off about 16%, or $2.25, at
$11.94 each.

GDF Suez SA

Sales rose 17% last year
amid high energy prices

French utility GDF Suez SA said
Monday that full-year sales rose
17% in 2008 amid high and volatile
energy prices. The company, cre-
ated in July by the merger of French
state-controlled gas company Gaz
de France SA and Franco-Belgian
utility Suez SA, said sales rose to
Œ83.05 billion ($106.35 billion) from
Œ71.23 billion a year earlier. The
year-earlier figures are calculated
as if the two utilities had already
merged. GDF Suez said it still ex-
pects to reach its 2008 growth tar-
get for earnings before interest,
taxes, depreciation and amortiza-
tion of more than 10% when it posts
complete full-year results on March
5. However, it warned that revenue
rose only 14% in the fourth quarter,
a slowdown from the 18% increase
recorded for the first nine months.

GlaxoSmithKline PLC

Drug company GlaxoSmithKline
PLC on Monday appointed News
Corp.’s James Murdoch as a nonexec-
utive director. Mr. Murdoch, 36
years old, son of Rupert Murdoch
and chairman and chief executive of
the media conglomerate’s assets in
Europe and Asia, is to join Glaxo’s
board May 20 and become a mem-
ber of Glaxo’s corporate-responsibil-
ity committee. News Corp. owns
Dow Jones & Co., publisher of The
Wall Street Journal. U.K.-based
Glaxo, the world’s second-largest
drug maker by sales after U.S.-based
Pfizer Inc., also said that Sir Ian
Prosser and Ronaldo Schmitz will re-
tire from the board at the end of the
company’s annual shareholder meet-
ing May 20. Robert Wilson will suc-
ceed Sir Ian as Glaxo’s senior inde-
pendent nonexecutive director.

ICAP PLC

U.K.-based interdealer broker
ICAP PLC said Monday that it may
launch a counterbid for settlement
and clearing house LCH.Clearnet
Group Ltd. as part of a consortium.
LCH.Clearnet is planning to merge
with Depository Trust & Clearing
Corp., which said Sunday it aims to
finalize the tie-up by the end of
March. ICAP said the discussions
to launch a bid—reported in the Ob-
server newspaper Sunday—are at
a very preliminary stage and there
was no certainty that an offer will
be made. LCH.Clearnet confirmed
that it had been approached by a
consortium of banks and other fi-
nancial institutions but that no of-
fer had been made. New York-
based DTCC and LCH.Clearnet in
October announced plans to
merge. DTCC spokesman Stuart
Goldstein said DTCC was unaware
of other formal offers.

Intel Corp.

Intel Corp. is squaring off in
court against one of its insurers in a
dispute that points to the swelling le-
gal costs of an antitrust case started
by rival chip maker Advanced Micro
Devices Inc. A suit filed last week by
Intel against American Guarantee &
Liability Insurance Co., a unit of Zur-
ich Financial Services AG, discloses
that the chip maker has already ex-
hausted $66 million from two other
insurers in contesting the litigation.
The complaint, filed in a U.S. Dis-
trict Court, seeks at least $50 mil-
lion more from American Guaran-
tee. Intel alleges the insurer is obli-
gated to pay that amount under a
separate policy but has refused.
American Guarantee has sued Intel
and a group of its co-insurers over
the matter. AMD filed its antitrust
suit in June 2005, alleging that Intel
has engaged in unfair business prac-
tices and anticompetitive conduct.

Allied Irish Banks PLC

]The Irish government will an-
nounce its plan to recapitalize Al-
lied Irish Banks PLC and Bank of Ire-
land PLC on Tuesday or Wednesday,
a Department of Finance spokes-
man said. The recapitalization of
the two banks is valued at between
Œ7 billion ($9 billion) and Œ8 billion.
The government had originally
planned to invest just Œ2 billion in
each institution and a further Œ1.5
billion in medium-size corporate
lender Anglo Irish Bank PLC, but
the spokesman said more capital
was freed up after Anglo was nation-
alized earlier this month.

Mitsubishi Electric Corp.

Mitsubishi Electric Corp. said it
swung to a net loss for the fiscal
third quarter and cut its profit out-
look for the fiscal full year, hurt by
losses on its stock holdings and
slack demand for its electronics
products. For the quarter ended De-
cember, the electronics maker
posted a 28.34 billion yen ($315.4
million) net loss, a reversal from the
42.34 billion yen net profit it earned
a year earlier. Its operating profit
for the three months slid to 35.15 bil-
lion yen from 63.83 billion yen. It
also cut its net profit forecast for
the fiscal year ending March to 10
billion yen from its earlier esti-
mated 120 billion yen. The company
also said it would book a special loss
of 53 billion yen on a parent basis
for the full year on the 45% stake it
owns in chip maker Renesas Tech-
nology Corp., which itself expects a
206 billion yen net loss this fiscal
year.

Ping An Insurance (Group) Co.

Ping An Insurance (Group) Co.
of China Ltd. President Louis Che-
ung has resigned from Fortis (NL)
NV’s board of directors, Fortis said
Monday. Fortis also said that An-
drew Doman, who was nominated
by Ping An to Fortis’s board, has
withdrawn his candidacy. Ping An is
Fortis’s largest shareholder with a
holding of about 5% in the disman-
tled Belgian-Dutch financial-ser-
vices group. Ping An has invested
23.87 billion yuan ($3.49 billion) in
Fortis since October 2007, but its in-
vestment has fallen by more than
95% in value as Fortis shares have
plummeted. Ping An said Mr. Che-
ung quit the board because his du-
ties were too time-consuming and
he wanted to focus on the Chinese in-
surer’s business. Ping An also said
Mr. Doman withdrew his candidacy
because of his heavy workload.

Rockwell Automation

Rockwell Automation Inc.
posted a 24% decline in fiscal first-
quarter profit amid weaker margins
and lower sales, reflecting in part
the stronger dollar. The Milwaukee-
based maker of industrial-automa-
tion products also slashed its fiscal
2009 outlook. It now expects earn-
ings of $1.55 to $2.25 a share and a
revenue decline of between 12% and
17%, excluding currency fluctua-
tions. The company in November
projected earnings of $3.10 to $3.60
and revenue down as much as 5%.
The maker of motor starters, timers
and drives posted net income for the
quarter ended Dec. 31 of $118.4 mil-
lion, or 83 cents a share, down from
$156.6 million, or $1.04 a share, a
year earlier. Revenue fell 11% to $1.19
billion, with the stronger dollar ac-
counting for six percentage points
of the decrease. Rockwell gets about
half of its sales from the U.S.

Schaeffler Group KG

Car-parts maker Schaeffler
Group KG said Monday it will intro-
duce shorter work schedules at
most of its 25 German production fa-
cilities for six months. The automo-
tive division will be most affected
by the reduced-hours program, as
car makers in Europe have reported
weak demand in recent months,
while the company’s industrial divi-
sion has had more work, said a
spokesman for the company. Mean-
while, the company’s work councils
asked the German government for
help. On Saturday, Chancellor An-
gela Merkel rejected the idea of help-
ing bail out Schaeffler, telling a
meeting of her Christian Demo-
cratic Union party that the govern-
ment wouldn’t “foot the bill for
risky business decisions.”

Shop Direct Group

Collapsed U.K. retailer Wool-
worths Group PLC will soon have
new life online after Shop Direct
Group said Monday it had pur-
chased the brand name for an undis-
closed sum. Shop Direct said it in-
tends to launch a Web site under
Woolworths’s name this summer,
but didn’t release details of product
ranges. Shop Direct is Britain’s larg-
est online and home-shopping re-
tailer, with sales of about £1.6 bil-
lion, or $2.3 billion. Its other brands
include Littlewoods, Littlewoods Di-
rect and Marshall Ward. Bankrupt
Woolworths closed all of its 800
stores in Britain in early January af-
ter failing to find a buyer for the
business. The company had em-
ployed about 30,000 people across
the U.K. The first British Wool-
worths store opened in 1909.

Executive Travel Program
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.50 $25.16 0.54 2.19%
Alcoa AA 18.30 7.69 –0.10 –1.28%
AmExpress AXP 13.20 16.98 0.25 1.49%
BankAm BAC 281.80 6.00 –0.58 –8.81%
Boeing BA 7.70 40.80 –1.51 –3.57%
Caterpillar CAT 16.50 30.29 –0.56 –1.82%
Chevron CVX 11.00 70.29 –0.23 –0.33%
Citigroup C 163.40 3.65 0.10 2.82%
CocaCola KO 7.20 42.24 –0.48 –1.12%
Disney DIS 15.60 20.20 –0.48 –2.32%
DuPont DD 7.60 22.65 –0.31 –1.35%
ExxonMobil XOM 32.90 76.69 0.21 0.27%
GenElec GE 136.20 11.62 –0.51 –4.20%
GenMotor GM 9.50 2.89 –0.12 –3.99%
HewlettPk HPQ 14.70 34.66 –0.09 –0.26%
HomeDpt HD 17.30 21.57 0.04 0.19%
Intel INTC 66.00 13.63 0.73 5.66%
IBM IBM 9.30 90.93 –0.72 –0.79%
JPMorgChas JPM 48.20 25.19 –0.32 –1.25%
JohnsJohns JNJ 9.80 57.69 0.00 0.00%
KftFoods KFT 10.80 28.24 0.19 0.68%
McDonalds MCD 7.10 57.90 –0.12 –0.21%
Merck MRK 13.20 28.43 –0.12 –0.42%
Microsoft MSFT 85.90 17.83 0.73 4.27%
Pfizer PFE 66.30 14.89 0.31 2.13%
ProctGamb PG 18.30 53.05 –1.45 –2.66%
3M MMM 8.70 50.62 –3.17 –5.89%
UnitedTech UTX 5.90 47.54 –0.45 –0.94%
Verizon VZ 13.50 30.59 0.72 2.41%
WalMart WMT 19.70 46.57 –0.55 –1.17%

Dow Jones Industrial Average P/E: 19
LAST: 7936.75 t 64.11, or 0.80%

YEAR TO DATE: t 839.64, or 9.6%

OVER 52 WEEKS t 4,698.41, or 37.2%

 Note: Price-to-earnings ratios are for trailing 12 months

10200

9600

9000

8400

7800

7200
7 14 21 28

Nov.
5 12 19 26 2

Dec.
9 16 23 30

Jan.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

Follow the markets throughout
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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

Bank of America - Merrill Lynch $276 8.3% 13% 31% 46% 10%

JPMorgan 262 7.9% 21% 42% 35% 2%

Citi 250 7.5% 15% 31% 45% 9%

UBS 229 6.9% 22% 20% 48% 10%

Goldman Sachs 218 6.6% 3% 34% 54% 10%

Morgan Stanley 191 5.8% 24% 34% 42% …%

Barclays Capital 144 4.3% 3% 71% 24% 2%

RBS 141 4.3% 13% 52% 18% 17%

Credit Suisse 118 3.6% 10% 53% 35% 2%

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

FCE Bk  "1,083" –27 –131 –568 Volkswagen AG 232 25 –8 –51

ArcelorMittal Fin "1,143" –23 –16 –342 ISS Glob  947 25 –18 25

Transocean  239 –16 –81 –101 Telecom Italia SpA 361 26 –38 –99

Alcatel Lucent "1,401" –13 –139 50 Nielsen 953 27 –10 15

Xstrata  "1,008" –9 –154 –535 ACCOR 185 32 37 44

Cie de St Gobain 354 –8 –34 –103 Fiat 1577 32 –25 627

Holcim  610 –7 –36 –156 TUI AG 1630 36 232 601

Gov & Co Bk Irlnd 338 –7 –9 87 Carlton Comms  740 71 70 275

Marks & Spencer  371 –7 –54 –99 Glencore Intl AG 1316 97 –80 –954

Fresenius SE 280 –6 –45 –79 ITV  902 124 124 302

Source: Markit Group

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

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

Rio Tinto U.K. General Mining $22.8 16.06 6.64% –70.9% –44.5%

Koninklijke Philips Netherlands Consumer Electronics 18.7 14.43 1.62 –46.5 –47.7

Bayer Germany Specialty Chemicals 41.3 42.19 1.39 –24.6 24.8

France Telecom France Fixed Line Telecom 59.6 17.80 1.34 –24.3 –0.8

GlaxoSmithKline U.K. Pharmaceuticals 99.5 12.30 0.86 4.4 –14.8

UBS Switzerland Banks $32.9 13.08 –10.66% –66.8 –78.9

Barclays U.K. Banks 11.2 0.95 –10.56 –79.8 –84.3

BNP Paribas France Banks 32.0 27.40 –8.71 –58.0 –61.5

Royal Bk of Scot U.K. Banks 11.4 0.20 –7.27 –94.0 –95.8

UniCredit Italy Banks 22.0 1.29 –6.73 –74.6 –78.1

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

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

Astrazeneca 55.5 26.94 0.86% 28.4% 1.4%
U.K. (Pharmaceuticals)
Sanofi-Aventis 74.8 44.41 0.74 –17.5 –40.7
France (Pharmaceuticals)
Deutsche Telekom 53.1 9.52 0.48 –28.9 –26.2
Germany (Mobile Telecom)
GDF Suez 84.6 30.14 0.23 –20.4 14.4
France (Multiutilities)
ArcelorMittal 32.9 17.72 0.06 –62.6 ...
Luxembourg (Iron & Steel)
Roche Hldg Pt. Ct. 98.6 163.50 0.06 –17.8 –15.2
Switzerland (Pharmaceuticals)
ENI 85.2 16.62 –0.12 –24.8 –32.4
Italy (Integrated Oil & Gas)
Credit Suisse Grp 30.3 29.76 –0.27 –51.8 –61.7
Switzerland (Banks)
Total 118.4 39.00 –0.45 –21.6 –29.4
France (Integrated Oil & Gas)
British Amer Tob 54.2 18.91 –0.47 4.9 46.1
U.K. (Tobacco)
Telefonica 83.3 13.82 –0.79 –30.3 10.7
Spain (Fixed Line Telecom)
Royal Dutch Shell 87.4 19.24 –0.80 –20.3 –29.1
U.K. (Integrated Oil & Gas)
SAP 43.3 27.56 –1.06 –15.0 –34.1
Germany (Software)
Vodafone Grp 105.7 1.28 –1.20 –28.0 10.6
U.K. (Mobile Telecom)
Nokia 46.1 9.47 –1.25 –62.3 –36.7
Finland (Telecom Equipment)
Novartis 107.8 47.46 –1.29 –12.7 –33.4
Switzerland (Pharmaceuticals)
Unilever 37.4 17.01 –1.51 –22.7 –12.7
Netherlands (Food Products)
Siemens 50.7 43.28 –1.59 –52.3 –41.9
Germany (Diversified Industrials)
BHP Billiton 36.6 11.59 –1.86 –29.7 12.9
U.K. (General Mining)
BP 141.9 4.85 –1.97 –10.6 –27.2
U.K. (Integrated Oil & Gas)

BASF 26.2 22.26 –2.02% –49.2% –30.9%
Germany (Commodity Chemicals)
Nestle 129.5 39.36 –2.04 –18.8 4.4
Switzerland (Food Products)
Anglo Amer 23.6 12.40 –2.05 –57.9 –43.1
U.K. (General Mining)
Iberdrola 38.0 5.95 –2.14 –41.8 –2.3
Spain (Conventional Electricity)
Banco Bilbao Vizcaya 34.4 7.17 –2.18 –50.6 –55.8
Spain (Banks)
L.M. Ericsson Tel B 23.2 65.10 –2.54 –4.6 –52.5
Sweden (Telecom Equipment)
E.ON 63.0 24.59 –2.58 –42.7 –17.8
Germany (Multiutilities)
AXA 31.8 11.90 –2.62 –49.6 –56.4
France (Full Line Insurance)
Daimler 26.4 21.36 –2.93 –60.6 –55.5
Germany (Automobiles)
HSBC Hldgs 89.7 5.27 –2.99 –32.3 –44.1
U.K. (Banks)
Tesco 38.7 3.47 –3.02 –15.0 6.7
U.K. (Food Retailers & Wholesalers)
Diageo 35.8 9.15 –3.07 –11.2 7.7
U.K. (Distillers & Vintners)
Assicurazioni Genli 28.5 15.79 –3.13 –44.6 –39.2
Italy (Full Line Insurance)
Intesa Sanpaolo 36.3 2.39 –3.24 –50.0 –51.1
Italy (Banks)
Allianz SE 36.9 63.70 –3.63 –47.0 –51.1
Germany (Full Line Insurance)
ING Groep 16.3 6.14 –3.79 –72.5 –79.4
Netherlands (Life Insurance)
ABB 28.5 14.30 –5.55 –48.0 2.9
Switzerland (Industrial Machinery)
Soc. Generale 23.1 31.00 –5.92 –60.4 –69.6
France (Banks)
Banco Santander 60.6 5.92 –6.33 –47.0 –45.7
Spain (Banks)
Deutsche Bk 14.1 19.35 –6.55 –75.0 –78.0
Germany (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.42% 1.39% 3.0% 1.6% -5.0%
Event Driven -0.24% 1.20% -10.1% 1.2% -26.0%
Distressed Securities -0.68% -3.39% -17.1% -3.7% -37.1%

*Estimates as of 01/30/09, 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 1.60 98.22% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.79 93.55 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.78 83.67 0.06 11.20 5.74 8.91

Asia ex-Japan IG: 10/1 3.38 94.31 0.02 6.63 1.99 3.57

Japan: 10/1 3.47 91.60 0.02 3.82 1.58 2.70

 Note: Data as of January 30

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

In percentage points
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BLUE CHIPS & BONDS

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

Somalia’s new president, Sheik
Sharif Sheik Ahmed, is preparing to
take charge of the largely ungov-
erned nation while facing a serious
challenge to his rule. That chal-
lenge comes from a former political
ally—the militant Islamist group al-
Shabab, which has overrun much of
the country Mr. Ahmed is supposed
to govern.

Mr. Ahmed, who was elected
over the weekend by Somalia’s par-
liament, has long been considered a
moderate leader by many in this
wartorn nation. Just a few years
ago, Mr. Ahmed worked alongside
radicals as chairman of the Union of
Islamic Courts, a movement that
governed Somalia for less than a
year—and included al-Shabab. This
former alliance could help and
hinder the new president’s efforts
to establish stability.

Mr. Ahmed’s ascent to power
seemed unlikely three years ago,
when the Union of Islamic Courts
government was ousted by Ethiopia
in an invasion that the U.S. at least
tacitly backed. The Union of Islamic
Courts, the U.S. said, was domi-
nated by extremists.

During its six-month tenure be-
tween June and December 2006, So-

malia’s UIC gov-
ernment had
stormy relations
with Ethiopia, at
one point declar-
ing jihad against
the country.

While the UIC
was in power,
Mr. Ahmed was
considered by
many Somalis to
be a relatively
rare moderate
voice in the na-

tion’s politics. But he was unwilling
or unable to rein in the others, in-
cluding al-Shabab, then a militant
faction in the UIC government.

After the December 2006 inva-
sion, the UIC government collapsed.
A power vacuum developed and law-
lessness surged in Somalia, amid an
ineffective transitional government
propped up by Ethiopian troops.

In the ensuing years, Mr. Ahmed
has gained a reputation as one of
the few Somali political figures who
might be able to help bridge the
country’s wide divide.

The al-Shabab movement coa-
lesced into a brutal and battle-hard-
ened group of fighters that is the
most powerful force in Somalia. The
U.S. added the group to its list of ter-
rorists last year.

In a recent interview with a
Saudi Arabian newspaper after his
election, Mr. Ahmed denounced ex-
tremist ties. “We are a moderate
party and we have nothing to do
with the fundamentalists,” he said.
Details about the new Somali presi-
dent are slight. Mr. Ahmed, who fa-
vors Muslim garb typical of the re-
gion, has honed a message of an in-
clusive government not based on
clan loyalities.

Al-Shabab leaders have so far
shown no interest in working with
the new leader. Some former col-
leagues of Mr. Ahmed still might har-
bor grudging respect for him and be
willing to work with the new presi-
dent, says Rashid Abdi, an analyst at
the International Crisis Group, an in-
dependent think tank.

China delays quake activist’s trial

By Ian Johnson

And Andrew Batson

SHUANGYAO, China—As tens of
millions of migrant laborers set
off to seek work after the Chinese
New Year holiday, officials gave a
startlingly high estimate for how
many have been left jobless by the
global downturn.

Chen Xiwen, who heads the Chi-
nese Communist Party’s office on
rural policy, said Monday that
about 20 million migrant workers—
nearly a sixth of the total—lost
their jobs in recent months. That
number, the first official estimate,
underscores the government’s chal-
lenge in maintaining employment
and avoiding unrest.

“For those migrant workers
who have lost their jobs, what are
they going to do for income when
they return to their village? How
are they going to manage? This is a
new factor affecting social stability
this year,” Mr. Chen said at a news
conference in Beijing.

The government estimates the
total population of rural migrants—
those working outside their home
village—at approximately 130 mil-
lion people. Mr. Chen said his esti-
mate of 20 million job losses was
based on an official survey in Janu-

ary of migrant workers in 15 prov-
inces, which showed 15.3% of re-
spondents had lost their jobs or
been unable to find work. He said
the total number of migrants look-
ing for jobs this year will likely be
at least 25 million, since usually six
million to seven million people join
the migrant work force each year.

The uncertainty is being felt in
Shuangyao, just north of the
Yangtze River in central China’s An-
hui province. Roughly 150 people
from this village of 60 families—or
almost all able-bodied adults be-
tween ages 20 and 60—work else-
where, in cities such as Beijing or
factory towns in China’s export
hub, the Pearl River Delta.

The Lunar New Year holiday,
which officially ended Saturday, is
the main annual opportunity for

these workers to reunite with fam-
ily and take stock of the year. In
Shuangyao, this year’s celebration
was far more subdued than in the
past, residents said.

Firecrackers, which on the new
year’s eve once went on all night,
stopped shortly after midnight.
About a quarter of the village’s mi-
grants didn’t even make it home—

mainly because they had lost their
jobs, and were unable to afford the
trip or loath to show up with bad
news.

This week, migrants are setting
out to look for jobs. How much
work is available—and how the gov-
ernment handles the disappoint-
ment of those who can’t find any—
will help determine how much the
crisis strains China’s system.

“Without our work, this village
would have nothing,” says Ye
Guangzhao, who sells grain and
seeds in neighboring Jiangxi prov-
ince. “We have to go back out and
find something.”

Shuangyao’s migrant workers
each send home between $1,400 and
$2,000 a year. Without that, those
remaining behind—mostly children
and grandparents—couldn’t afford

things such as school fees, extra
clothing or television.

Farming isn’t really an option,
because Shuangyao is massively
overpopulated. The average fami-
ly’s landholding is just two mu, or
about 1,300 square meters, enough
that a family can usually survive off
their harvest, but not to provide
any real cash income.

Consequently, few migrants feel
they can stay. Ye Xiangbin, a
24-year-old demobilized soldier,
used to work in a factory making
shoes for export, but lost his job
when his Taiwanese bosses closed
shop late last year. Depressed, he
came back home a few months
early for the festival, but next week
he will set out again in hopes that
conditions have improved. “I will
try it for a few months. I have no
choice,” Mr. Ye said.

Government efforts have
helped to alleviate poverty in Shua-
ngyao. Last year, a dirt path to the
local town was paved, allowing mo-
torbikes to cut an hourlong walk to
a 12-minute ride. Rural taxes have
been cut and a rural health plan is
being implemented.

China’s government worries
that if migrants cannot find jobs,
they will be a force for unrest. Esti-
mates in China put the number of
protests each year in the tens of
thousands, although most are lo-
cal and quickly defused by authori-
ties. The current downturn, how-
ever, is the most serious since
1989, when a weak economy
helped to spur the Tiananmen
Square democracy protests.

Officials have in recent weeks
asked companies to avoid layoffs if
at all possible, and have stepped up
subsidies and training programs di-
rected at migrant workers. The gov-
ernment is also stepping up moni-
toring of job losses, since China's
official unemployment statistics
don’t cover migrant workers and
hence have shown little change de-
spite the economic turmoil.

Mr. Chen, the Chinese official in
Beijing, appealed to local govern-
ment leaders to handle any pro-
tests personally and avoid using
force. “If a mass incident occurs,
leading cadres must all go to the
front line, and talk to the people di-
rectly, face-to-face, to explain
things and convince them,” Mr.
Chen said.

Residents in Shuangyao say
they don’t blame the government
for the downturn—but do expect of-
ficials to act to turn it around.

Local governments across rural
China have set up programs to en-
courage migrants to open busi-
nesses and other enterprises, hop-
ing that this will soak up labor that
the country’s once-booming coasts
cannot.

In Shuangyao, this doesn’t seem
an option. Farmers say poverty is
too widespread for a business to
gain traction.

“There’s no way not to leave the
village,” says Wu Luo, a 35-year-old
construction worker who has been
a migrant laborer since leaving
school at 16. “The conditions here
are too poor and there’s nothing
for us to do.”

Economy idles China workers
Government estimates slowdown already cost 20 million migrant laborers their jobs

Sheik Sharif
Sheik Ahmed

Huang Qi had posted articles criticizing
the response to last May’s earthquake.

Joblessness among migrant workers is a
‘new factor affecting social stability,’ says
Chen Xiwen, who heads the Chinese
Communist Party’s office on rural policy.
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Hiring freeze
China's migrant workers are facing 
dire job prospects this year. Change 
from a year earlier in employers’ 
demand for workers, quarterly data
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Chinese migrant workers advertise their 
skills while waiting for employers in the 
Sichuan city of Chengdu on Monday. 
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BEIJING—A Chinese court de-
layed the trial of Huang Qi, an activ-
ist who criticized the government’s
earthquake response, his lawyer
said Monday.

Mo Shaoping, who is represent-
ing Mr. Huang, said the postpone-
ment came after he protested that
the original starting time for the
trial of Tuesday morning, which
was announced on Monday, left him
less than 24 hours to study the in-
dictment and build a defense
against the charge of possessing
state secrets.

Mr. Mo said the judge has yet to

fix the later date.
Earlier Monday, Mr. Mo, a well-

known human-rights lawyer, had
said that the sudden announcement
of the trial date was illegal and had
accused the court of “intentionally
creating difficulties.” According to
Mr. Mo, rules demand that lawyers
be informed of a trial date at least
three days in advance.

Telephones at the court in
Chengdu, the capital of Sichuan
province, rang unanswered Monday.

Mr. Huang had posted articles on
his Web site 64Tianwang.com criti-
cizing the government’s response to
last May’s magnitude-7.9 temblor af-

ter he visited affected areas and met
parents who lost their children in
the collapse of badly built schools.

Public complaints by parents
who blamed corruption and shoddy
construction for school collapses
have since become a sensitive issue.

Human-rights groups said Mr.
Huang was forcibly taken away by
three unknown men on June 10, and
police informed his mother six days
later that he had been detained.

Earlier this decade, Mr. Huang,
45 years old, served a five-year
prison sentence on subversion
charges linked to politically sensi-
tive articles posted on his Web site.

Somalia’s leader
faces challenge
from former ally
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 01/30 EUR 24.98 –4.8 –62.2 –40.7

MP-TURKEY.SI OT OT SVN 01/30 EUR 19.12 –2.1 –52.9 –33.2

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 1.6 –35.9 –17.4

Parex Caspian Sea Eq EU EQ LVA 01/30 EUR 2.31 10.0 –72.9 NS

Parex Eastern Europ Bd EU BD LVA 01/30 USD 8.86 1.6 –35.9 –17.4

Parex Russian Eq EE EQ LVA 01/30 USD 7.92 –8.5 –71.9 –41.7

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 01/30 USD 102.20 –7.8 –50.3 –23.0

PF (LUX)-Asian Eq-Pca AS EQ LUX 01/30 USD 98.03 –7.9 –50.8 –23.7

PF (LUX)-Biotech-Pca OT EQ LUX 01/29 USD 290.97 2.1 –9.7 0.1

PF (LUX)-CHF Liq-Pca CH MM LUX 01/29 CHF 124.02 0.0 1.5 1.7

PF (LUX)-CHF Liq-Pdi CH MM LUX 01/29 CHF 93.61 0.0 1.5 1.7

PF (LUX)-Cnt Eu Eq-I EU EQ LUX 01/29 EUR 112.87 –4.3 –41.1 –28.8

PF (LUX)-Digital Comm-Pca OT EQ LUX 01/29 USD 76.97 –5.3 –37.6 –17.6

PF (LUX)-East Eu-Pca EU EQ LUX 01/29 EUR 127.59 –4.4 –70.9 –45.3

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 01/30 USD 86.63 –7.0 –56.7 –27.8

PF (LUX)-Emg Mkts-Pca GL EQ LUX 01/30 USD 287.44 –5.5 –55.9 –27.0

PF (LUX)-Eu Indx-Pca EU EQ LUX 01/29 EUR 74.20 –2.9 –39.0 –26.2

PF (LUX)-EUR Bds-Pca EU BD LUX 01/29 EUR 367.52 –1.6 0.1 0.4

PF (LUX)-EUR Bds-Pdi EU BD LUX 01/29 EUR 279.68 –1.6 0.1 0.4

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 01/29 EUR 125.41 0.4 –5.4 –2.7

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 01/29 EUR 88.17 0.4 –5.4 –2.7

PF (LUX)-EUR HiYld-Pca EU BD LUX 01/29 EUR 96.15 6.6 –28.2 –20.0

PF (LUX)-EUR HiYld-Pdi EU BD LUX 01/29 EUR 55.74 6.6 –28.2 –20.0

PF (LUX)-EUR Liq-Pca EU MM LUX 01/29 EUR 134.93 0.2 3.5 3.5

PF (LUX)-EUR Liq-Pdi EU MM LUX 01/29 EUR 97.24 0.2 3.5 3.5

PF (LUX)-Europ Eq-Pca EU EQ LUX 01/29 EUR 299.65 –2.1 –43.2 –30.8

PF (LUX)-EuSust Eq-Pca EU EQ LUX 01/29 EUR 97.49 –3.6 –40.8 –29.8

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 01/29 USD 189.67 0.1 –6.1 0.3

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 01/29 USD 129.03 0.1 –6.1 0.3

PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 01/29 USD 12.06 –6.0 –45.6 –28.1

PF (LUX)-Gr China-Pca AS EQ LUX 01/21 USD 189.86 –10.7 –48.9 –20.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 01/30 USD 182.45 –4.8 –60.2 –24.8

PF (LUX)-Jap Index-Pca JP EQ LUX 01/30 JPY 7519.49 –7.7 –41.7 –32.0

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 01/30 JPY 6797.34 –6.9 –44.3 –36.4

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 01/30 JPY 6631.51 –6.9 –44.7 –36.8

PF (LUX)-JpEq130/30-Pca JP EQ LUX 01/30 JPY 3663.53 –6.7 –41.2 –34.5

PF (LUX)-Pacif Idx-Pca AS EQ LUX 01/30 USD 145.41 –8.2 –49.3 –23.0

PF (LUX)-Piclife-Pca CH BA LUX 01/29 CHF 690.76 0.2 –14.8 –10.9

PF (LUX)-PremBrnds-Pca OT EQ LUX 01/29 EUR 41.46 –6.1 –37.9 –28.4

PF (LUX)-Rus Eq-Pca EE EQ LUX 01/29 USD 19.76 –13.5 –77.3 NS

PF (LUX)-Security-Pca GL EQ LUX 01/29 USD 70.94 –0.7 –27.0 –17.2

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 01/29 EUR 326.73 0.1 –39.6 –29.1

PF (LUX)-US Eq-Ica US EQ LUX 01/29 USD 77.07 –5.6 –35.5 –19.6

PF (LUX)-USA Index-Pca US EQ LUX 01/29 USD 67.90 –6.3 –36.9 –21.8

PF (LUX)-USD Gov Bds-Pca US BD LUX 01/29 USD 514.13 –3.1 6.5 8.1

PF (LUX)-USD Gov Bds-Pdi US BD LUX 01/29 USD 377.26 –3.1 6.5 8.1

PF (LUX)-USD Liq-Pca US MM LUX 01/29 USD 130.30 0.1 2.1 3.3

PF (LUX)-USD Liq-Pdi US MM LUX 01/29 USD 85.08 0.1 2.1 3.3

PF (LUX)-Water-Pca GL EQ LUX 01/29 EUR 107.04 3.9 –23.4 –16.6

PF (LUX)-WldGovBds-Pca GL BD LUX 01/29 USD 157.76 –4.3 3.8 9.0

PF (LUX)-WldGovBds-Pdi GL BD LUX 01/29 USD 130.59 –4.3 3.8 9.0
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 01/29 USD 33.01 –20.5 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 01/30 USD 7.45 –5.0 –40.3 –27.5
Japan Fund USD JP EQ IRL 02/02 USD 13.80 –6.1 –13.6 –13.1

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 12/31 USD 126.59 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 6.75 –58.8 –58.8 –25.1
Europn Conviction USD B EU EQ CYM 12/31 USD 126.28 10.6 10.6 8.6
Europn Forager USD B OT OT CYM 12/31 USD 178.94 –12.8 –12.8 –0.8
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 12/31 USD 13.99 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 12/31 USD 165.85 4.3 4.3 3.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 01/29 USD 57.64 –0.1 –52.6 –23.1

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 01/30 EUR 523.63 –7.1 –38.1 NS
Core Eurozone Eq B EU EQ IRL 01/30 EUR 608.00 –7.5 NS NS
Euro Fixed Income A EU BD IRL 01/30 EUR 1103.64 –2.5 –12.8 –6.8
Euro Fixed Income B EU BD IRL 01/30 EUR 1171.75 –2.5 –12.3 –6.3
Euro Small Cap A EU EQ IRL 01/30 EUR 850.08 0.3 –43.9 –35.8
Euro Small Cap B EU EQ IRL 01/30 EUR 905.60 0.3 –43.6 –35.4
Eurozone Agg Eq A EU EQ IRL 01/30 EUR 474.33 –4.5 –42.4 NS
Eurozone Agg Eq B EU EQ IRL 01/30 EUR 677.95 –4.5 –42.0 –29.3
Glbl Bd (EuroHdg) A GL BD IRL 01/30 EUR 1204.80 0.6 –8.2 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 01/30 EUR 1271.83 0.7 –7.5 –2.4
Glbl Bd A EU BD IRL 01/30 EUR 1045.78 6.7 2.3 –0.8
Glbl Bd B EU BD IRL 01/30 EUR 1107.27 6.7 2.9 –0.2
Glbl Real Estate A OT EQ IRL 01/30 USD 582.35 –12.6 –52.7 –36.6
Glbl Real Estate B OT EQ IRL 01/30 USD 597.07 –12.6 –52.4 –36.3
Glbl Real Estate EH-A OT EQ IRL 01/30 EUR 554.95 –11.5 –50.6 –37.3
Glbl Real Estate SH-B OT EQ IRL 01/30 GBP 52.22 –11.9 –50.5 –36.5
Glbl Strategic Yield A EU BD IRL 01/30 EUR 1171.85 3.7 –20.7 –11.1
Glbl Strategic Yield B EU BD IRL 01/30 EUR 1247.08 3.7 –20.2 –10.6
Japan Equity A JP EQ IRL 01/30 JPY 9540.00 –7.7 –43.0 –33.5
Japan Equity B JP EQ IRL 01/30 JPY 10112.00 –7.7 –42.7 –33.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 01/30 USD 1183.35 –8.0 –49.5 –24.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 01/30 USD 1255.95 –7.9 –49.2 –23.7
Pan European Eq A EU EQ IRL 01/30 EUR 704.28 –2.0 –41.3 –28.9
Pan European Eq B EU EQ IRL 01/30 EUR 746.67 –1.9 –41.0 –28.5
US Equity A US EQ IRL 01/30 USD 611.72 –8.6 –42.7 –24.8
US Equity B US EQ IRL 01/30 USD 651.40 –8.5 –42.4 –24.4
US Small Cap A US EQ IRL 01/30 USD 910.07 –9.5 –42.1 –26.3
US Small Cap B US EQ IRL 01/30 USD 969.66 –9.5 –41.8 –25.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 01/30 SEK 57.95 –3.7 –43.2 –30.4
Choice Japan Fd JP EQ LUX 01/30 JPY 41.74 –7.2 –41.5 –33.8
Choice Jpn Chance/Risk JP EQ LUX 01/30 JPY 41.18 –8.1 –47.5 –35.0
Choice NthAmChance/Risk US EQ LUX 01/30 USD 2.83 1.0 –38.9 –23.7
Europe 2 Fd EU EQ LUX 01/30 EUR 0.68 –1.4 –44.7 –32.1
Europe 3 Fd EU EQ LUX 01/30 GBP 2.72 –9.0 –33.1 –20.8
Global Chance/Risk Fd GL EQ LUX 01/30 EUR 0.50 6.6 –28.6 –22.8
Global Fd GL EQ LUX 01/30 USD 1.58 –5.3 –40.5 –24.2
Intl Mixed Fd -C- NO BA LUX 01/30 USD 21.39 –6.9 –31.5 –16.1
Intl Mixed Fd -D- NO BA LUX 01/30 USD 15.09 –6.9 –31.5 –15.0
Wireless Fd OT EQ LUX 01/30 EUR 0.10 4.0 –40.3 –24.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 01/30 USD 4.24 –6.4 –46.2 –22.9
Currency Alpha EUR -IC- OT OT LUX 01/30 EUR 10.88 –0.3 7.7 NS
Currency Alpha EUR -RC- OT OT LUX 01/30 EUR 10.82 –0.4 7.3 NS
Currency Alpha SEK -ID- OT OT LUX 01/30 SEK 105.08 –0.5 7.5 NS
Currency Alpha SEK -RC- OT OT LUX 01/30 SEK 114.63 –0.4 7.3 NS
Generation Fd 80 OT OT LUX 01/30 SEK 6.29 –1.4 –26.3 NS

Nordic Focus EUR NO EQ LUX 01/30 EUR 52.42 5.1 –36.3 NS
Nordic Focus NOK NO EQ LUX 01/30 NOK 57.85 5.1 –36.3 NS
Nordic Focus SEK NO EQ LUX 01/30 SEK 59.13 5.1 –36.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 01/30 USD 1.36 –2.4 –37.6 –23.6
Ethical Global Fd GL EQ LUX 01/30 USD 0.57 –7.8 –42.2 –26.1
Ethical Sweden Fd NO EQ LUX 01/30 SEK 26.77 –6.9 –31.2 –24.1
Europe Fd EU EQ LUX 01/30 USD 1.47 –4.4 –38.0 –26.2
Index Linked Bd Fd SEK OT BD LUX 01/30 SEK 12.86 –1.6 0.4 3.8
Medical Fd OT EQ LUX 01/30 USD 2.81 –2.0 –21.1 –12.3
Short Medium Bd Fd SEK NO MM LUX 01/30 SEK 9.18 0.3 3.0 3.1
Technology Fd OT EQ LUX 01/30 USD 1.55 –0.2 –36.1 –19.7
World Fd NO BA LUX 01/30 USD 1.52 –8.4 –38.4 –18.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 01/30 EUR 1.27 0.2 1.9 2.2
Short Bond Fd SEK NO MM LUX 01/30 SEK 21.66 0.5 2.8 3.0
Short Bond Fd USD US MM LUX 01/30 USD 2.50 0.0 1.4 2.9

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 01/30 SEK 9.86 –2.0 –4.8 –0.8
Alpha Bond Fd SEK -B- NO BD LUX 01/30 SEK 8.85 –2.0 –4.8 –0.8
Alpha Bond Fd SEK -C- NO BD LUX 01/30 SEK 24.71 –2.0 –4.9 –0.9
Alpha Bond Fd SEK -D- NO BD LUX 01/30 SEK 8.23 –2.0 –4.9 –0.9
Alpha Short Bd SEK -A- NO MM LUX 01/30 SEK 10.90 0.8 3.3 3.3
Alpha Short Bd SEK -B- NO MM LUX 01/30 SEK 10.22 0.8 3.3 3.3
Alpha Short Bd SEK -C- NO MM LUX 01/30 SEK 21.32 0.8 3.2 3.2
Alpha Short Bd SEK -D- NO MM LUX 01/30 SEK 8.86 0.8 3.2 3.2
Bond Fd SEK -C- NO BD LUX 01/30 SEK 41.27 –0.7 7.3 5.5
Bond Fd SEK -D- NO BD LUX 01/30 SEK 12.38 –0.7 6.0 4.9
Corp. Bond Fd EUR -C- EU BD LUX 01/30 EUR 1.08 –1.2 –9.2 –4.6
Corp. Bond Fd EUR -D- EU BD LUX 01/30 EUR 0.84 –1.7 –10.0 –5.1
Corp. Bond Fd SEK -C- NO BD LUX 01/30 SEK 10.71 –0.3 –12.3 –5.7
Corp. Bond Fd SEK -D- NO BD LUX 01/30 SEK 8.41 –0.3 –12.2 –5.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 01/30 EUR 102.27 –1.5 NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 01/30 EUR 101.94 –1.6 NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 01/30 SEK 1079.73 –1.6 NS NS
Flexible Bond Fd -C- NO BD LUX 01/30 SEK 20.96 0.5 5.5 4.3
Flexible Bond Fd -D- NO BD LUX 01/30 SEK 11.87 0.5 5.5 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 01/30 SEK 80.08 0.0 –21.6 –13.5
Global Hedge I SEK -D- OT OT LUX 01/30 SEK 73.19 0.0 –23.9 –14.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 01/30 USD 1.45 –5.9 –48.7 –20.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 01/30 SEK 17.24 2.7 –37.6 –25.3
Europe Chance/Risk Fd EU EQ LUX 01/30 EUR 746.77 –2.1 –48.2 –34.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 01/22 USD 875.56 –6.9 –54.6 –14.1
UAE Blue Chip Fund Acc OT OT ARE 01/22 AED 3.92 –14.4 –67.6 –28.1

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 01/29 EUR 27.82 –1.9 –4.9 1.8
Bonds Eur Corp A OT OT LUX 01/29 EUR 20.88 0.7 –5.3 –3.0
Bonds Eur Hi Yld A OT OT LUX 01/29 EUR 13.78 3.7 –31.2 –20.9
Bonds EURO A OT OT LUX 01/29 EUR 39.10 –1.0 3.9 3.3
Bonds Europe A OT OT LUX 01/29 EUR 37.55 –0.9 3.5 2.5
Bonds US MtgBkSec A OT OT LUX 01/30 USD 24.69 –3.6 –4.2 1.5

Bonds US OppsCoreplus A OT OT LUX 01/29 USD 32.31 2.5 1.0 4.6
Bonds World A OT OT LUX 01/29 USD 38.41 –3.6 0.1 7.7
Eq. China A OT OT LUX 01/30 USD 13.80 –7.6 –46.5 –16.3
Eq. ConcentratedEuropeA OT OT LUX 01/30 EUR 19.77 –4.1 –44.3 –31.1
Eq. Eastern Europe A OT OT LUX 01/30 EUR 11.99 –9.3 –67.3 –43.6
Eq. Equities Global Energy OT OT LUX 01/30 USD 13.73 –3.7 –38.4 –13.4
Eq. Euroland A OT OT LUX 01/30 EUR 8.59 –6.3 –42.0 –29.5
Eq. Euroland MidCapA OT OT LUX 01/30 EUR 14.25 –1.1 –43.6 –33.0
Eq. EurolandCyclclsA OT OT LUX 01/30 EUR 13.08 –4.8 –40.3 –23.5
Eq. EurolandFinancialA OT OT LUX 01/30 EUR 7.67 –9.0 –52.0 –39.9
Eq. Glbl Emg Cty A OT OT LUX 01/30 USD 5.48 –8.4 –54.2 –25.4
Eq. Global A OT OT LUX 01/29 USD 20.05 –4.7 –41.7 –25.6
Eq. Global Technol A OT OT LUX 01/29 USD 3.66 0.1 –40.0 –28.0
Eq. Gold Mines A OT OT LUX 01/30 USD 20.97 0.3 –34.8 –10.5
Eq. Japan Sm Cap A OT OT LUX 01/30 JPY 879.24 –2.9 –38.8 –41.0
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –4.7 –20.0 –21.3
Eq. Pacific A OT OT LUX 01/30 USD 5.82 –8.8 –50.3 –21.9
Eq. US ConcenCore A OT OT LUX 01/30 USD 15.68 –3.5 –34.6 –19.5
Eq. US Lg Cap Gr A OT OT LUX 01/29 USD 10.91 1.2 –39.1 –23.1
Eq. US Mid Cap A OT OT LUX 01/29 USD 19.63 –2.0 –42.4 –21.7
Eq. US Multi Strg A OT OT LUX 01/29 USD 15.52 –2.9 –40.6 –25.8
Eq. US Rel Val A OT OT LUX 01/29 USD 14.82 –4.6 –45.1 –30.2
Eq. US Sm Cap Val A OT OT LUX 01/30 USD 11.65 –9.9 –49.3 –34.8
Eq. US Value Opp A OT OT LUX 01/30 USD 12.13 –6.4 –47.3 –33.5
Money Market EURO A OT OT LUX 01/30 EUR 27.19 0.2 4.2 4.0
Money Market USD A OT OT LUX 01/30 USD 15.77 0.1 2.6 3.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/02 JPY 7569.00 –12.0 –46.8 –39.4
YMR-N Japan Fund JP EQ IRL 02/02 JPY 8121.00 –14.0 –46.2 –36.7
YMR-N Low Price Fund JP EQ IRL 02/02 JPY 11674.00 –10.1 –40.6 –35.7
YMR-N Small Cap Fund JP EQ IRL 02/02 JPY 5811.00 –9.5 –44.3 –39.8
Yuki Mizuho Gen Jpn III JP EQ IRL 02/02 JPY 3697.00 –13.0 –54.0 –40.1
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/02 JPY 3904.00 –13.1 –53.9 –43.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/02 JPY 5344.00 –12.4 –51.1 –40.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/02 JPY 6920.00 –13.7 –46.7 –37.8
Yuki Mizuho Jpn Gro JP EQ IRL 02/02 JPY 5472.00 –12.5 –45.8 –39.5
Yuki Mizuho Jpn Inc JP EQ IRL 02/02 JPY 7213.00 –9.3 –38.8 –32.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/02 JPY 4293.00 –13.9 –47.4 –36.5
Yuki Mizuho Jpn LowP JP EQ IRL 02/02 JPY 9909.00 –12.6 –37.6 –32.1
Yuki Mizuho Jpn PGth JP EQ IRL 02/02 JPY 6710.00 –12.2 –50.3 –39.4
Yuki Mizuho Jpn SmCp JP EQ IRL 02/02 JPY 5640.00 –8.0 –47.3 –39.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/02 JPY 4715.00 –9.2 –42.7 –34.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/02 JPY 2248.00 –5.8 –53.2 –51.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/02 JPY 3690.00 –12.2 –52.1 –39.8
Yuki 77 General JP EQ IRL 02/02 JPY 5303.00 –10.2 –47.8 –37.1
Yuki 77 Growth JP EQ IRL 02/02 JPY 5090.00 –14.0 –50.3 –42.2
Yuki 77 Income AS EQ IRL 02/02 JPY 4643.00 –9.2 –38.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/02 JPY 5577.00 –10.6 –45.6 –37.0
Yuki Chugoku Jpn Gro JP EQ IRL 02/02 JPY 4425.00 –13.4 –47.8 –37.3
Yuki Chugoku JpnLowP JP EQ IRL 02/02 JPY 7191.00 –12.2 –36.9 –30.6
Yuki Chugoku JpnPurGth JP EQ IRL 02/02 JPY 3866.00 –17.3 –49.3 –39.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/02 JPY 6031.00 –10.9 –47.3 –37.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/02 JPY 4041.00 –11.2 –47.7 –36.9
Yuki Hokuyo Jpn Inc JP EQ IRL 02/02 JPY 4697.00 –11.0 –38.7 –32.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/02 JPY 4291.00 –8.8 –42.9 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/02 JPY 4015.00 –10.8 –52.1 –39.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/02 JPY 3778.00 –13.4 –51.0 –39.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/02 JPY 4403.00 –13.6 –46.9 –37.2

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Smaller Cap OT OT CYM 11/28 USD 15.43 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 11/28 USD 68.65 –52.2 –51.4 –23.5

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 11/28 USD 36.36 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 12/31 USD 1359.96 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 12/31 USD 1741.83 –9.8 –9.8 –2.2
CMA MultHdge Balncd OT OT CYM 12/31 USD 1247.13 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 12/31 USD 1708.52 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 12/31 USD 929.17 –0.3 1.6 6.7

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 11/28 EUR 101.40 –21.7 –21.4 –6.3
D'Auriol Opp F3 EUR EU MM CYM 11/28 EUR 1011.81 –26.2 –26.0 –10.2

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 12/31 USD 2067.95 –11.5 –11.5 –4.4

Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –10.6 –10.6 –4.5
Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –11.9 –11.9 –4.8
Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –10.8 –10.8 –4.9
Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –10.3 –10.3 –3.7

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 01/23 USD 381.02 NS –77.7 –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 12/31 EUR 214.76 15.9 15.9 35.2
Horseman EmMkt Opp USD GL EQ USA 12/31 USD 219.48 14.6 14.6 36.0
Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 209.19 16.5 16.5 19.0
Horseman EurSelLtd USD EU EQ GBR 12/31 USD 217.51 15.7 15.7 19.4
Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1
Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 01/16 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 01/16 USD 1.77 0.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 12/31 EUR 76.32 –31.8 –31.8 NS
Special Opp Inst EUR OT OT CYM 12/31 EUR 71.80 –31.4 –31.4 NS
Special Opp Inst USD OT OT CYM 12/31 USD 80.72 –29.4 –29.4 NS
Special Opp USD OT OT CYM 12/31 USD 79.59 –29.9 –29.9 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/31 EUR 119.30 –15.8 –15.8 –1.7
GH Fund CHF Hdg OT OT JEY 12/31 CHF 99.82 –18.6 –18.6 –5.6
GH Fund EUR Hdg OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/31 EUR 96.32 –17.7 –17.7 –4.2
GH Fund EUR Hdg (Non-V) OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund GBP Hdg OT OT JEY 12/31 GBP 117.84 –17.7 –17.7 –3.3
GH Fund Inst EUR OT OT JEY 12/31 EUR 83.48 NS NS NS
GH Fund Inst JPY OT OT JEY 12/31 JPY 8406.59 –17.2 –17.2 NS
GH Fund Inst USD OT OT JEY 12/31 USD 98.67 –16.0 –16.0 –2.1
GH FUND S EUR OT OT CYM 12/31 EUR 113.05 –17.3 –17.3 –3.4
GH FUND S GBP OT OT JEY 12/31 GBP 117.63 –16.5 –16.5 –2.2
GH Fund S USD OT OT CYM 12/31 USD 132.00 –15.5 –15.5 –1.6
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 12/31 USD 123.89 –15.6 –15.6 –2.3
Leverage GH USD OT OT GGY 12/31 USD 97.53 –36.1 –36.1 –12.7
MultiAdv Arb CHF Hdg OT OT JEY 12/31 CHF 84.01 –26.4 –26.4 –12.7
MultiAdv Arb EUR Hdg OT OT JEY 12/31 EUR 90.37 –25.7 –25.7 –11.5
MultiAdv Arb GBP Hdg OT OT JEY 12/31 GBP 96.92 –26.3 –26.3 –11.4
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/31 EUR 95.72 –24.8 –24.8 –10.4
MultiAdv Arb S GBP OT OT CYM 12/31 GBP 99.72 –25.0 –25.0 –9.8

MultiAdv Arb S USD OT OT CYM 12/31 USD 108.31 –23.4 –23.4 –8.9
MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 12/31 USD 107.06 –19.7 –19.7 –6.2
Asian AdbantEdge EUR OT OT JEY 12/31 EUR 88.69 –25.3 –25.3 NS
Asian AdvantEdge OT OT JEY 12/31 USD 162.03 –24.2 –24.2 –3.8
Emerg AdvantEdge OT OT JEY 12/31 USD 140.36 –32.2 –32.2 –8.9
Emerg AdvantEdge EUR OT OT JEY 12/31 EUR 78.55 –34.1 –34.1 NS
Europ AdvantEdge EUR OT OT JEY 12/31 EUR 115.25 –19.2 –19.2 –7.9
Europ AdvantEdge USD OT OT JEY 12/31 USD 122.02 –18.3 –18.3 –6.8
Japan AdvantEdge JPY OT OT JEY 12/31 JPY 8080.25 –13.9 –13.9 –9.7
Japan AdvantEdge USD OT OT JEY 12/31 USD 94.08 –12.4 –12.4 –6.7
Lvgd Alpha AdvantEdge OT OT JEY 12/31 USD 85.85 –40.9 –40.9 –18.5
Trading AdvantEdge OT OT GGY 12/31 USD 151.67 12.8 12.8 16.1
Trading AdvantEdge EUR OT OT GGY 12/31 EUR 137.63 12.7 12.7 15.0
Trading AdvantEdge GBP OT OT GGY 12/31 GBP 145.50 15.6 15.6 17.4
US AdvantEdge OT OT JEY 12/31 USD 102.32 –19.1 –19.1 –6.0

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 12/31 EUR 245.96 –3.3 –3.3 1.0
Integrated Dir Trading EUR OT OT CYM 10/31 EUR 101.42 –1.0 1.4 6.1
Integrated Emg Markets EUR OT OT CYM 10/31 EUR 75.74 –27.9 –29.3 –9.0
Integrated European EUR OT OT CYM 10/31 EUR 148.65 0.0 –1.5 2.5
Integrated Event Driven EUR OT OT CYM 10/31 EUR 87.20 –18.7 –20.2 –3.6
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 10/31 EUR 117.21 –16.0 –16.4 –3.5
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

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 01/30 USD 176.64 –8.1 –76.8 –53.2
Antanta MidCap Fund EE EQ AND 01/30 USD 216.64 –25.2 –87.7 –58.6

Meriden Opps Fund GL OT AND 01/28 EUR 86.27 –0.9 –19.0 NS
Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 11/28 USD 1221.07 –17.7 –17.5 –3.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 01/27 USD 84.81 1.8 88.6 25.6
Superfund GCT USD* GL EQ LUX 01/27 USD 3687.00 1.0 60.5 14.4
Superfund Gold A (SPC) GL OT CYM 01/27 USD 1196.93 3.0 33.2 23.7
Superfund Gold B (SPC) GL OT CYM 01/27 USD 1396.53 3.6 48.4 27.1
Superfund Q-AG* OT OT AUT 01/27 EUR 8822.00 0.7 41.5 13.5

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 01/05 USD 183.77 0.0 11.5 12.2

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 12/31 EUR 1294.11 3.4 3.4 8.5
Winton Evolution GBP GL OT VGB 12/31 GBP 1275.44 4.6 4.6 9.7
Winton Evolution JPY GL OT VGB 12/31 JPY 114484.74 –0.4 –0.4 5.0
Winton Evolution USD GL OT CYM 12/31 USD 1264.06 3.1 3.1 8.7
Winton Futures EUR GL OT VGB 12/31 EUR 205.87 21.3 21.3 18.9
Winton Futures GBP GL OT VGB 12/31 GBP 221.96 23.1 23.1 20.6
Winton Futures JPY Lead Series 2 GL OT VGB 12/31 JPY 14758.61 17.3 17.3 15.5
Winton Futures USD GL OT VGB 12/31 USD 733.31 21.0 21.0 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 01/23 EUR 111.59 –6.1 –18.5 –8.2
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 01/23 USD 240.05 –7.2 –17.2 –6.1

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 12/31 USD 1269.10 NS –2.7 –11.0 –19.4 –6.7

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.

24 TUESDAY, FEBRUARY 3, 2009 T H E WA L L ST R E ET JOU R NA L .



R
EP. PAUL RYAN, a young and
economically astute Republi-

can leader, has numerous prob-
lems with the economic-stimulus
package working its way through
the U.S. Congress, but essentially
they boil down to this: He fears the
U.S. is repeating the mistakes Ja-
pan made trying to get out of its
own economic ditch in the 1990s.

The Ryan critique is impor-
tant in part because it’s popping
up with increasing frequency
among congressional Republi-
cans. In fact, you can expect to
hear it more this week as the Sen-
ate takes up its version of eco-
nomic stimulus, after the House
passed its package last week.

Here’s the critique in a nut-
shell: Japan in the early 1990s,
like the U.S. today, saw a real-es-
tate bubble burst, spawning a
banking and credit crisis that
drove the whole economy down,
hard. The Japanese then tried
stimulating the economy with gi-
ant doses of government spend-
ing, which didn’t pep things up—
but did bring on deficits that re-
quired tax increases later, drag-
ging out Japan’s problems for
years.

So, is the U.S. about to repeat
that unhappy Japanese experi-
ence? There certainly are similari-
ties between Japan then and the
U.S. now. But there also are some
key differences. Most important,
the stimulus package being
shaped now has a different mix
of spending than the ones the Jap-
anese tried, and it has a chance
of hitting the economy faster.

In any case, the debate over
the Japan precedent gets at the
key question in the debate over
the stimulus package, often
oddly lost in the political shout-
ing: Will it actually work?

Rep. Ryan argues that the Jap-
anese, arriving at the crossroads
the U.S. sees today, “went into
heavy deficit spending on infra-
structure and they continued to
languish.…They cranked up their
debt through Keynesian spend-
ing, and it didn’t work.”

H
IS FEAR IS that the U.S., by
spending heavily on stimu-

lus now, will, like the Japanese,
make economically chilling tax
increases inevitable down the
line to balance the books. “I
worry we could be inviting a lost
decade in America with wrong-
headed fiscal policy,” he says. A
new study by Republicans on the
House Budget Committee, where
Rep. Ryan is his party’s top mem-
ber, argues that Japan’s policy
mistakes led to “a protracted pe-
riod of stagnation.”

Alongside the unsettling paral-
lels between then and now, there
are important differences. The
biggest one, as Rep. Ryan notes,
is that Japan made a fundamen-
tal mistake in monetary policy,
which the U.S. Federal Reserve
decidedly isn’t repeating. At the
outset of Japan’s woes, it insti-
tuted a tight monetary policy.
The Fed is doing the opposite.

In addition, C. Fred Bergsten,
a former Treasury official and
longtime student of interna-
tional economics, cites a signifi-
cant difference between the
makeup of stimulus spending the

Obama administration is pushing
and the version used in Japan.
“Virtually the totality of the Jap-
anese programs was what we
call roads and bridges,” he says.
“The phrase ‘roads to nowhere’
came from that.”

The U.S. stimulus package, by
contrast, has a considerably
more varied makeup; about half
is tax cuts and spending on pro-
grams such as unemployment in-
surance, worker retraining and
Medicaid benefits to the states,
which most analysts on both
sides agree largely get injected
into the economy quickly. Of the
remaining spending, Mr. Berg-
sten notes, only some is of the
traditional roads-and-bridges va-
riety. “So the composition is
very different,” he says.

I
N ADDITION, economist Barry
Eichengreen of the University

of California at Berkeley, says
that one problem with Japan’s
stimulus spending was that it
was slow and halting. “My read-
ing of Japan’s experience is that
fiscal stimulus didn’t work be-
cause it was delayed, sporadic,
undersized and inadequately
front-loaded,” he argues.

The other big lesson from Ja-
pan, says Mr. Eichengreen, is
that “fiscal stimulus alone won’t
bring a deep recession caused by
a banking crisis to an end. You
need to fix the banking problem
and get financial markets going
again at the same time you re-
place some of the private spend-
ing that has evaporated with
public spending.”

Adam Posen, deputy director
of the Peterson Institute for In-
ternational Economics, agrees
that Japanese mistakes in execut-
ing stimulus spending—perhaps
most notably enacting tax in-
creases rather than tax cuts
along the way—prevented stimu-
lus spending from hitting the
real economy with full effect.

“Most of the time in Japan…
they didn’t spend or stimulate
even a fraction of what they an-
nounced,” he says. “Usually they
either raised taxes at the same
time they increased spending,
thus defeating the purpose, or
they promised projects that re-
quired state/local government
matching funds that didn’t exist,
so the money didn’t get spent.”
That suggests Washington needs
to be sure states don’t have to
pull in their horns too severely
to improve any package’s
chances of success.

Perhaps most important in
the long run, Mr. Posen says Ja-
pan’s stimulus spending, while it
drove up short-term government
debt, didn’t lead “to permanent
increases in government pro-
grams or upward spirals in the
debt level.”

The lesson for the U.S. now?
“There is nothing inevitable
about doing temporary spending
that turns into automatic govern-
ment creep and expansion in a
lasting way,” Mr. Posen says.

The broader point is that the
Japanese experience with stimu-
lus was a mixed bag, one that in-
cluded plenty of mistakes that
the U.S. need not be doomed to
repeat now.

U.S. states woo business
Incentives abound
as the competition
for jobs intensifies

By Stephanie Simon

Rising U.S. unemployment has
touched off a race among state gover-
nors to woo companies with tax
breaks and financial incentives, even
as budget shortfalls force cuts in edu-
cation, health care and other services.

Governors from both parties and
from states large and small are
counting on the federal stimulus
package—passed by the House last
week and headed for the Senate—to
perk up their economies and create
tens of thousands of new construc-
tion jobs, but they’re not convinced
it will be enough. So they’ve laid out
urgent calls to chase private-sector
jobs with public money.

Under Gov. Jon Corzine, a Demo-
crat, New Jersey has promised to
send small businesses a $3,000 check
for every new hire. Minnesota Gov.
Tim Pawlenty, a Republican, calls for
an expansive package of business tax
cuts, including tax-free zones for com-
panies that create “green jobs.”

Other states are considering es-
tablishing multimillion-dollar loan
funds for entrepreneurs, phasing
out the corporate income tax, and
pledging financial backing to banks
willing to extend lines of credit to
small businesses.

As he prepared his budget last
week, Missouri Gov. Jay Nixon, a Dem-
ocrat, could hear the chants from a
rally of child-welfare advocates out-
side his office window. Mr. Nixon said
he expected anger over his plan to
slash the state work force by 1,300
and eliminate or trim dozens of pro-
grams. Among his proposals: a $14.6
million cut for university extension
courses, a $3.4 million cut for rural
health care, and a $250,000 cut for

early-childhood literacy programs.
Mr. Nixon says he needs those sav-

ings to balance the budget while still
expanding—by about $20 million—
incentive funds that underwrite cor-
porate job creation. Mr. Nixon’s staff
cites a deal announced last July with
Orgill Inc., a national hardware
wholesaler, which received more
than $7 million in state aid to build a
distribution center in rural Sikeston
with a goal of creating 350 jobs.

That amounts to a subsidy of
$20,000 per job, but officials expect
the state treasury to recoup that
many times over in taxes paid by the
newly employed.

“Everything stems from jobs,”
Mr. Nixon said. “Now is not the time
to back off the field of economic de-
velopment.”

Recent job-incentive deals have
come at a time of mounting corpo-
rate layoffs. Texas, for instance, re-
cently put up $10 million to bring a
new Caterpillar Inc. assembly plant
to the small town of Seguin. Days af-
ter breaking ground for the plant,
which is expected to employ 1,400,

Caterpillar announced 20,000 job
cuts world-wide. In Kansas, Cessna
Aircraft Co. successfully lobbied last
spring for $33 million in incentives
to build a new business jet in Wich-
ita. Within months, Cessna began to
announce a series of layoffs that by
now total 4,000 in Wichita alone.

State Sen. Les Donovan, a Repub-
lican who represents Wichita, said
he is disappointed at the layoffs but
remains committed to incentive
deals. “It would be a wonderful
world [if we could attract business]
by talking about our gorgeous fields
of wheat and good-looking sunflow-
ers,” Mr. Donovan said. “But we live
in a competitive world…and we need
to send a very strong message that
Kansas is open for business. Come
here, and we’ll take care of you.”

Both Caterpillar and Cessna say
they are committed to the new plants
as a long-term growth strategy.

Texas Gov. Rick Perry, a Republi-
can, hailed the Caterpillar deal as he
called for broader initiatives—cut-
ting business taxes and replenishing
incentive funds to promote job cre-
ation with $520 million over the next
two years. Texas doesn’t levy an in-
come tax and prides itself on foster-
ing a business-friendly environment.
The state is in better financial shape
than many others, and Mr. Perry isn’t
asking for the same deep cuts in ser-
vices as some other governors.

To minimize risk in incentive
deals, many states—including
Texas—write in claw-back provi-
sions that require companies to re-
turn funds if they fail to create the
promised number of jobs.

Still, the strategy has drawn criti-
cism from both left and right.

South Carolina Gov. Mark San-
ford, a Republican, condemns incen-
tives as unfair meddling in the free
market because they often benefit
new arrivals to a state at the ex-
pense of long-established firms. He
and some other conservatives pre-
fer across-the-board cuts in busi-
nesses taxes and regulation.

Liberals, meanwhile, maintain
that government’s first priority in a
recession must be to protect the vul-
nerable. Rolling out the red carpet
for business may bring jobs to the
state—and tax-paying workers. But
Colorado state Rep. John Pommer, a
Democrat, says those taxes don’t al-
ways cover the expense of providing
those workers quality schools,
roads, parks and police—with the re-
sult that already-strained services
are stretched even thinner.

“It seems like we’re always bow-
ing to the god of economic develop-
ment without stopping to think that
he never answers our prayers,” Mr.
Pommer said.

CAPITAL JOURNAL n GERALD F. SEIB

Japan’s mistakes on its stimulus
offer valuable lessons for the U.S.

Texas Gov. Rick Perry at the groundbreaking ceremony for a new Caterpillar plant
in the town of Seguin. The state put up $10 million to bring in the assembly plant.
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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 01/30 GBP 6.42 –3.5 –24.9 –15.5

Andfs. Borsa Global GL EQ AND 01/30 EUR 5.42 –6.5 –36.2 –23.9

Andfs. Emergents GL EQ AND 01/30 USD 9.53 –4.7 –49.7 –22.6

Andfs. Espanya EU EQ AND 01/30 EUR 9.96 –7.9 –35.2 –23.4

Andfs. Estats Units US EQ AND 01/30 USD 11.59 –5.0 –37.2 –21.7

Andfs. Europa EU EQ AND 01/30 EUR 6.02 –7.2 –36.9 –25.4

Andfs. Franca EU EQ AND 01/30 EUR 7.65 –7.6 –36.9 –26.4

Andfs. Japo JP EQ AND 01/30 JPY 405.28 –7.5 –40.4 –32.0

Andfs. Plus Dollars US BA AND 01/30 USD 8.18 –3.0 –21.7 –11.7

Andfs. RF Dolars US BD AND 01/30 USD 10.06 –1.5 –12.4 –5.0

Andfs. RF Euros EU BD AND 01/30 EUR 8.94 –0.2 –18.7 –11.0

Andorfons EU BD AND 01/30 EUR 11.66 –2.2 –22.4 –14.3

Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8

Andorfons Mix 30 EU BA AND 01/30 EUR 7.76 –4.1 –29.8 –18.4

Andorfons Mix 60 EU BA AND 01/30 EUR 7.60 –6.5 –36.5 –23.4

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 01/23 USD 131176.18 –2.8 –45.6 –22.1

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 02/02 EUR 10.05 –0.2 –0.9 –0.3
DJE-Absolut P GL EQ LUX 02/02 EUR 169.12 –3.5 –26.3 –15.3
DJE-Alpha Glbl P EU BA LUX 02/02 EUR 148.83 –3.2 –21.1 –11.7
DJE-Div& Substanz P GL EQ LUX 02/02 EUR 173.77 –0.6 –21.2 –12.9
DJE-Gold&Resourc P OT EQ LUX 02/02 EUR 132.38 1.3 –31.3 –10.4
DJE-Renten Glbl P EU BD LUX 02/02 EUR 121.07 1.2 –0.4 0.6
LuxPro-Dragon I AS EQ LUX 02/02 EUR 93.85 1.1 –38.8 –13.8
LuxPro-Dragon P AS EQ LUX 02/02 EUR 91.68 1.0 –39.2 –14.7
LuxTopic-Aktien Europa EU EQ LUX 02/02 EUR 13.25 –7.5 –22.2 –11.2
LuxTopic-Pacific AS EQ LUX 02/02 EUR 9.41 4.0 –50.0 –27.2

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 01/29 CHF 69.94 –2.0 –42.4 –21.0
HF-World Bds Abs Ret OT OT CHE 01/29 USD 71.48 0.0 –22.3 –6.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 12/31 USD 34.58 –46.2 –46.2 –6.7
EFG-Hermes MEDA* GL EQ BMU 12/31 USD 20.95 –42.1 –42.1 –6.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 12/31 SAR 4.74 NS NS NS
EFG-Hermes Telecom OT EQ BMU 12/31 USD 25.64 –33.1 –33.1 –5.7

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 01/30 USD 249.85 1.8 –20.0 –7.9
Sel Emerg Mkt Equity GL EQ GGY 01/30 USD 122.38 –6.6 –49.0 –22.9
Sel Euro Equity EUR US EQ GGY 01/29 EUR 72.36 –2.9 –44.3 –30.5
Sel European Equity EU EQ GGY 01/30 USD 123.28 –10.3 –51.3 –31.0
Sel Glob Equity GL EQ GGY 01/30 USD 130.94 –8.8 –47.5 –29.6
Sel Glob Fxd Inc GL BD GGY 01/30 USD 124.55 –3.4 –16.8 –5.2
Sel Pacific Equity AS EQ GGY 01/30 USD 82.16 –9.1 –48.1 –23.3
Sel US Equity US EQ GGY 01/30 USD 92.53 –8.2 –41.7 –25.5
Sel US Sm Cap Eq US EQ GGY 01/30 USD 119.57 –8.6 –44.0 –30.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 01/30 EUR 287.95 –1.3 –18.1 –10.0
DSF 50/50 EU BA LUX 01/30 EUR 212.90 –1.5 –24.7 –15.0
DSF 75/25 EU BA LUX 01/30 EUR 160.05 –1.4 –31.3 –20.3
KBC Eq (L) Europe EU EQ LUX 01/30 EUR 380.76 –2.0 –42.2 –30.6
KBC Eq (L) Japan JP EQ LUX 01/30 JPY 15350.00 –8.2 –42.2 –34.1
KBC Eq (L) NthAmer EUR US EQ LUX 01/30 EUR 419.76 –8.1 –40.8 –24.5
KBC Eq (L) NthAmer USD US EQ LUX 01/30 USD 610.55 –8.0 –39.3 –22.5
KBL Key America EUR US EQ LUX 01/29 EUR 306.57 –3.9 –41.7 –24.6
KBL Key America USD US EQ LUX 01/29 USD 321.04 –3.6 –41.0 –23.1
KBL Key East Europe EU EQ LUX 01/29 EUR 988.58 –6.6 –66.7 –42.2
KBL Key Eur Sm Cie EU EQ LUX 01/28 EUR 628.15 –0.1 –44.8 –34.4
KBL Key Europe EU EQ LUX 01/29 EUR 504.75 –2.7 –34.8 –25.6
KBL Key Far East AS EQ LUX 01/29 USD 846.52 –6.2 –48.7 –24.5
KBL Key Major Em Mkts GL EQ LUX 01/28 USD 321.31 –6.2 –60.2 –28.9
KBL Key NaturalRes EUR OT EQ LUX 01/29 EUR 347.84 2.1 –38.3 –17.2
KBL Key NaturalRes USD OT EQ LUX 01/29 USD 346.02 –4.0 –45.4 –16.8

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/23 USD 32.04 –6.2 –54.2 NS
LG Asian Plus AS EQ CYM 01/23 USD 34.66 –8.3 –56.1 –22.9
LG Asian SmallerCo's AS EQ BMU 01/30 USD 51.70 –6.3 –60.3 –39.6
LG India EA EQ MUS 01/30 USD 29.82 –6.5 –61.7 –28.3
Siberian Investment Co EE EQ IRL 01/19 USD 15.50 –4.5 –82.6 –53.1
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An unforeseen cost
of government aid
Bailouts are likely to change

the way banks are run;

possible tension over loans

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

By Rick Carew

To kick off the Lunar New
Year, Deal Journal sat down with
Rob Jesudason, head of financial
institutions for Credit Suisse
Group in the Asia-Pacific region,
to discuss the possibility of “fi-
nancial nationalism” emerging
and how dealmaking in the sec-
tor will look in the Year of the Ox.
Mr. Jesudason’s team of 23 bank-
ers across Asia has been at the
center of many key mergers and
acquisitions in recent months.
The group advised on $31.3 bil-
lion of Asian-Pacific M&A deals
last year, including Australia but
excluding Japan, according to
data provider Dealogic.

[Note: Interview has been ed-
ited for length and clarity.]

Deal Journal: What is the big-
gest trend you’re seeing in finan-
cial services today?

Mr. Jesudason: In the next 12-18
months, the bellwether issue for
the sector will be whether we
move toward “financial services
nationalism.” There is no doubt

that the role of government is becom-
ing more important given the signifi-
cant government bailouts of the bank-
ing industries in the U.S. and Europe.

The first incarnation of this
larger government involvement is
the very public debate on banking
bonuses in the U.S. and Europe over
the last two weeks. This is under-
standable given the current eco-
nomic environment in those mar-
kets; however, ultimately this won’t
impact how banks deploy their capi-
tal. The bigger issue to be resolved
is the extent that global financial in-
stitutions that now have significant
government shareholders will be al-
lowed to continue to fund or priori-
tize overseas customers and run
non-domestic businesses versus
funding home market individuals
and corporates.

Specifically for Asia: Are transac-
tions such as the planned sale of
AIG’s Asian life-insurance unit, AIA,
an isolated example or the begin-
ning of a wave of U.S. and Europeans
exiting the region? The resolution
of this question will determine who
the regional winners are in the next
five years.

DJ: How do you expect that shift to
play out?

Mr. Jesudason: It could take awhile
to see the effect as governments are
only beginning to look at the strate-
gies of these banks. The first phase
of the bailout has been about stabi-
lizing the financial system. I assume

within the next six months we’ll see
governments, because they are now
major shareholders, be more active.
Not as managers but in terms of
guidelines and priorities.

Since they’ve given banks capital
and increased national deficits,
there will be pressure to get banks to
lend domestically and thus stimulate
the domestic economy. However,
from the bank management’s per-
spective it may be more attractive to
lend outside their home markets and
so you could have a natural tension.

DJ: And how does that tension get re-
solved? What markets will be most
impacted?

Mr. Jesudason: It’s not clear. Realis-
tically, not all banks that have taken
government money will exit Asia.
However, there will definitely be
more divestments. You will see a
trend in M&A of Western financial
firms selling their local franchises
in Asia. Those will be very attractive
to stronger Western players and
some of the local institutions that
would have an interest in moving up
the ranks in their home markets and
can find funding. There are some
huge deals out there that fall into
this category, such as the sale of
AIG’s Asian life-insurance unit.

We started looking at this trend
last year and advised on several deals
that involved U.S. and European
firms selling assets in the region—
for example, Commonwealth Bank
of Australia consolidating its posi-

tion in that market by buying British
lender HBOS’s Australian unit Bank-
West for $1.5 billion. I expect this to
significantly increase this year.

In the long run, some of these
deals could help transform national
institutions into regional players in
Asia because many of the interna-
tional banks have regional rather
than national platforms.

However, that process will de-
pend on the ability of companies to
finance these deals. In some mar-
kets like China, it will also depend
on the level of government support.
China’s state banks, particularly In-
dustrial & Commercial Bank of
China Ltd., have shown an appetite
for growing regionally. In addition, I
would expect to see private-equity
firms much more active in the space
both on a standalone basis and also
in partnership with strategic inves-
tors due to the size of the assets com-
ing on the market.

DJ: The market for initial public of-
ferings in Asia appears to still be
closed. Do you think that will re-
main so and what is the outlook for
future capital raisings?

Mr. Jesudason: The markets will
come back. However, there won’t be
that many bank and insurance IPOs
because most of the big financial in-
stitutions in the region, with some
notable exceptions in China such as
Agricultural Bank of China and Ko-
rean insurers, are now listed.

However, short-term there will

be significant secondary issu-
ance. Asian banks have been well
capitalized over the last three to
five years partly due to a benign
nonperforming-loan environ-
ment.

However, that is changing
fast. Although national balance
sheets are strong in the region,
Asia is still highly dependent on
exports to the U.S. and Europe.
There is no decoupling, just a lag
effect. As exports fall in the re-
gion, so GDP growth falls and ulti-
mately NPLs rise. In some mar-
kets we are already seeing regula-
tors pressure institutions to
raise new capital. I’m expecting
we’ll see about $30 billion to $40
billion worth of secondary offer-
ings from banks in the coming
months. I think this will come
first in markets like Australia
and Korea, but almost every mar-
ket in Asia will need to raise capi-
tal. One exception could be China
where the state banks could rely
on their parent, sovereign
wealth fund China Investment
Corp., to give capital injections.

Ultimately, the long-term mac-
roeconomic story in the region is
very attractive and Asia will be
able to emerge from the current
downturn fine in the long run if
banks raise enough capital.
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Effort to take PCCW private gets complicated
Claims of vote buying
with shares are alleged
as trading suspended

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement
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By Jonathan Cheng

and Lorraine Luk

HONG KONG—PCCW Ltd. sus-
pended trading in its shares Mon-
day after an early drop, in a sign
that deal maker Richard Li’s roughly
US$2.1 billion effort to take the tele-
communications company private
faces fresh obstacles.

PCCW cited “speculative press
reports over the past few days” for
the trading halt. Before the suspen-
sion Monday, PCCW shares had
fallen 4% to 3.87 Hong Kong dollars

(50 U.S. cents) a share, a 14% dis-
count to the HK$4.50-a-share offer
price, indicating increased skepti-
cism that the deal will be consum-
mated. Shareholders are to con-
sider the offer Wednesday.

Over the weekend, media re-
ports and high-profile Hong Kong
shareholder activist David Webb
claimed that some investors had re-
ceived additional PCCW shares in re-
turn for voting for the deal, al-
though they didn’t say from whom.
Mr. Webb, a former director of stock-
exchange operator Hong Kong Ex-
changes & Clearing Ltd. and a mem-
ber of the takeovers and mergers
panel of the Securities and Futures
Commission, said he forwarded his
information to regulators. Mr. Webb
said he had no proof that anybody
connected with PCCW was involved

in the share transfers he described.
The claims couldn’t be con-

firmed. A PCCW spokesman de-
clined requests for comment. An-
other PCCW spokesman said the
shareholder vote will proceed as
scheduled Wednesday.

Hong Kong share registry Com-
putershare Ltd. said Monday that
share registrations were closed as
of Friday under local rules and that
information on shareholders there-
fore wasn’t available to the public.

The Securities and Futures Com-
mission and the Independent Com-
mission Against Corruption, an-
other regulatory agency, declined to
comment on specifics. The SFC said
it was “aware” of the complaints.

The reports could complicate
Mr. Li’s latest attempt to determine
the fate of one of his major holdings.

The 41-year-old son of Hong Kong
billionaire Li Ka-shing is making a
second run at privatizing PCCW af-
ter watching the company’s share
price plunge during last year’s mar-
ket turmoil. Prior to that, he tried
and failed three times to sell his
holdings in PCCW, a former market
highflier that had traded above
HK$100 during the tech-stock bub-
ble in 2000.

Mr. Li was forced to pull his first
offer at privatizing PCCW in Decem-
ber in the face of almost-certain de-
feat by the shareholders who own
the 52% his group doesn’t already
control. Mr. Li raised his offer by
7.1% on Dec. 30—a final offer under
stock-exchange rules—which
swung Riskmetrics Group and
Glass Lewis & Co., two proxy advi-
sory firms that had opposed the

first offer, to support the deal. It
also helped push the stock up as
much as 21%.

Mr. Li’s investor group, which in-
cludes his Pacific Century Regional
Developments Ltd. vehicle and an
arm of Beijing-controlled China Uni-
com Ltd., needs the support of 75%
of minority shareholders casting
votes, and those voting against it
must account for less than 10% of
votes.

According to Mr. Webb and the
media reports, a number of inves-
tors were offered 1,000 shares in
PCCW in return for voting in favor
of the buyout deal at Wednesday’s
shareholder meeting. If the deal
were to succeed, the investors
would then receive HK$4,500 in
cash for the shares, they said. It isn’t
clear who would provide the shares.
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