
By John D. Stoll

And Jeff Bennett

DETROIT—U.S. auto sales
plunged again in January, hit-
ting one of the lowest levels
the industry has seen in de-
cades as car-rental companies
and other fleet customers
joined consumers in sharply
cutting purchases.

Chrysler LLC said its U.S.
sales fell 55% compared to Jan-
uary 2008 to 62,157 vehicles.
General Motors Corp. said
sales fell 49% to 129,227 cars
and trucks. Ford Motor Co.’s
fell 40% to 93,406; it was the
first time in years Ford’s sales
were below 100,000 a month.

Even foreign auto makers
that tend to do better than De-
troit’s Big Three suffered ma-
jor setbacks. Toyota Motor
Corp. and Honda Motor Co. re-
ported U.S. sales declines of
34% and 30%, respectively,

while luxury brand Mercedes-
Benz, owned by Daimler AG,
said its U.S. sales fell 43%.

Auto makers estimated
that industrywide sales fell
about 37% in January to fewer
than 700,000 cars and trucks.
The last time U.S. sales were
below 700,000 was 1982, auto
makers said.

It was a stunning figure for
an industry that long ago had
become accustomed to selling
well over one million vehicles
a month. It was the fifth
month in a row that U.S. auto
sales failed to reach the one
million level.

An exact figure for Janu-
ary sales wasn’t available
Tuesday afternoon because
some companies had yet to re-
port their numbers.

Both GM and Ford esti-
mated the industry’s season-
ally adjusted annualized sell-
ing rate fell below 10 million

light vehicles, down dramati-
cally from a reading of 15.3 mil-
lion a year ago. In December,
the closely watched rate was
10.3 million vehicles.

The impact of lower pur-
chases by rental companies
was evident in the big de-
clines of GM models that usu-
ally rack up significant sales
from fleet customers. Sales of
the Pontiac G6 sedan, for ex-
ample, dropped 82% to just
2,468. In January 2008, GM
sold 13,942 G6s. The Chevro-
let Cobalt and Saturn Aura
each suffered declines of
more than 70%.

Chrysler said its fleet sales
plunged 81% in January. It
said the decline is aligned
with its strategy of reducing
fleet sales to support the re-
sale value of its vehicles.

Ford’s top sales analyst,
George Pipas, said fleet sales
could rise in the coming

months. Fleet sales declined
in January because many
rental car companies are
struggling with the economy
and cut purchases. January’s
fleet sales also were hurt as
many auto makers idled their
plants in December and Janu-
ary, Mr. Pipas said.

“The top-line January
sales rate would have been in
the 10 million range were it
not for the fact that plants
were not operating anywhere
close” to capacity, he said in a
conference call.

Lower sales to fleet cus-
tomers isn’t the industry’s
only problem. Declining home
values and tight credit are
slowing retail sales to consum-
ers.

Mike DiGiovanni, GM’s
sales analyst, said the Obama
administration has to address
those two factors in the stimu-
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Taking a flier

A U.S. agency is opening
hearings on helicopter
safety levels.
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U.S. car sales fall to lowest in decades

Former U.S. Sen. Tom
Daschle, under fire for his fail-
ure to pay more than $140,000
in taxes and interest on time,
withdrew his nomination to be
secretary of Health and Human
Services, saying he had lost the
confidence of the Congress.

The decision shocked Capi-
tol Hill, where Democrats
were rallying around his em-
battled nomination, and
marked a sharp setback for
U.S. President Barack Obama,
who had hoped that Mr.
Daschle could take the lead in
pushing through Mr. Obama’s
ambitious plan to remake the
U.S. health-care system.

Mr. Daschle’s decision to
withdraw was announced just
hours after Nancy Killefer,
Mr. Obama’s nominee to over-
see the streamlining of gov-
ernment at the White House
budget office, withdrew her
nomination after a minor tax
matter arose.

That drew criticism from
women’s groups, creating as it
did the impression that a
woman had been pushed aside
over her tax problem while the
president battled on behalf of
two men, Mr. Daschle and
Treasury Secretary Timothy
Geithner, whose tax mistakes
involved far larger sums.

Mr. Daschle’s nomination
Please turn to page 31

Russia has vowed to put a
floor under the beleaguered ru-
ble. It looks increasingly like a
target instead.

Investors and analysts say
the pressure on the Russian
currency is likely to mount in
coming weeks. That could set
up a showdown between Mos-
cow and market players, and
force unpleasant choices on
the country’s authorities.

Already, sellers ranging
from foreign investors to local
companies have driven the ru-
ble to within a hair’s-breadth
of the central bank’s new limit,
announced just two weeks ago.
The tumble comes despite
higher interest rates and steps
to limit the supply of rubles.

The Russian authorities
“set themselves a line in the
sand, and we’ve approached it
very rapidly,” says James Mal-
colm, a currency strategist at
Deutsche Bank in London. “It’s
an irresistible target.”

The exchange rate is a
highly sensitive issue in Rus-
sia, where memories of the
1998 ruble collapse remain
fresh.

The currency’s drastic re-
versal over the past few
months—hammered by the
plunge in the price of oil, Rus-
sia’s main export, and a torrent
of capital fleeing the country
amid the global crisis—has put
the Kremlin on the defensive.

Since August, Russia has en-
gaged in a costly effort first to
stop, then to slow the ruble’s
slide, spending more than a
third of its hefty foreign-ex-
change reserves in the process.

Top officials including
Prime Minister Vladimir Putin
have defended the policy, say-
ing it was necessary to allow
banks and the populace to ad-
just to the move. Controlling
the ruble’s descent also gave
big Russian companies time to
restructure some of their mas-
sive foreign debts, which
would have become far more
costly for them had the ruble
plunged, analysts say.

Late last month, the govern-
ment called a halt to the policy

and instituted a new trading
band for the ruble with a lower
limit of 41 rubles against a bas-
ket of dollars and euros. By
Tuesday, the ruble was ko-
pecks away from that level. Ear-
lier this week, it hit an 11-year
low of a little over 36 rubles to
the dollar.

Investors “want to try the
central bank’s resolve,” says
Markku Anttila, a currency
trader who focuses on Russia
at Danske Bank.

Some parts of the currency

markets already are reflecting
a vote of no confidence in Rus-
sia’s new framework. Con-
tracts to buy rubles in three
months are incorporating an
exchange rate against the dol-
lar that lies beyond the govern-
ment’s band—in other words,
investors are betting that the
floor won’t last.

The Russian government’s
defense of the ruble brings to
mind other episodes from Asia
to Latin America where govern-
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Russia goes to mat over ruble
Speculators drive currency down, meaning troubles may just be beginning7 7
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Tough brake
Russia has spent
over a third of
its reserves trying
to slow the ruble's
descent 

Performance of trade-weighted currencies from
emerging-market economies since the end of June

Russia’s foreign currency reserves,
in billions of dollars, weekly data.

Russian Ruble
down 24%

Brazilian Real
down 23%

South African
Rand down
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Jonathan Weisman

Britain’s strikeout
Workers protesting for-
eign hires ignore the ben-
efits of openness. Page 13
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News in Depth: As ex-CEOs’ ranks swell, one mounts a rare comeback
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Obama
cabinet
nominee
quits bid

By Joanna Slater in New
York and Gregory L.
White in Moscow

The U.K. will consider the
possibility of splitting off
banks’ toxic assets into sepa-
rate “bad banks” if the gov-
ernment’s latest package of
measures to shore up their
finances doesn’t work, Trea-
sury chief Darling said. Page 2

n Job losses accelerated in
Spain, and retail sales fell in
Germany. Still, the ECB is ex-
pected to keep its key rate
on hold Thursday. Page 11

n Strikes protesting the em-
ployment of foreign workers
in the U.K. spread, as talks to
resolve the strikers’ concerns
entered a second day. Page 2

n U.S. shares rose, helped by
a gain in pending home sales,
while better-than-expected
revenue at Vodafone boosted
European markets. Page 20

n Japan’s central bank said it
will buy $11.12 billion of stocks
held by local banks to stabilize
the financial sector. Page 24

n U.S. Treasury Secretary
Geithner is keeping Japan’s
mistakes in mind as he and
other officials address the
deep U.S. recession. Page 9

n Airline SAS said it will cut
nearly 40% of its work force,
sell assets and launch a rights
issue, as its losses widened
in the fourth quarter. Page 6

n Iran said it launched its
first domestically made satel-
lite, while North Korea ap-
pears to be taking steps to
test-fire new missiles. Page 12

n The U.S. is finalizing plans
to rush reinforcements to Af-
ghanistan’s main opium-pro-
ducing region and its porous
border with Pakistan. Page 12

n Israeli warplanes bombed
the Gaza-Egypt border, aim-
ing for smuggling tunnels used
by Hamas, in retaliation for
a Palestinian rocket attack.

n U.S. drug makers Merck
and Schering-Plough swung
to better-than-expected
fourth-quarter profits. Page 7

n Motorola reported a fourth-
quarter loss, suspended its div-
idend and said its chief finan-
cial officer is leaving. Page 7

n A string of profit warnings
from Chinese companies is
putting more pressure on
the government to enhance
its stimulus efforts. Page 32

n Western oil majors might
do better to partner with na-
tional oil companies than to
merge with each other, the
head of BP said. Page 19
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The credit crisis is blur-
ring boundaries between
banks and nonfinancial com-
panies. Hot on the heels of
Xstrata’s decision to lend
major shareholder Glencore
$2 billion to let it partici-
pate in a rights issue, TUI
is offering to provide financ-
ing to its Hapag-Lloyd con-
tainer-shipping business
even after Hapag-Lloyd’s

sale to a Hamburg-based
consortium. That will alarm
TUI’s bondholders. TUI
agreed to sell Hapag-Lloyd
last year to Albert Ballin
for an enterprise value of
Œ4.45 billion ($5.72 billion).
TUI planned to use the pro-
ceeds to pay down debt and
possibly buy out minority
shareholders in TUI Travel.

But the deal looked in

danger following reports
that Royal Bank of Scot-
land Group was consider-
ing not supporting a vessel-
financing agreement. TUI
has now said it stands
ready to step up if any bank
declines to provide ongoing
financing.

For TUI, it would make a
buyout of TUI Travel less
likely and mean TUI re-

tained debt exposure to
Hapag-Lloyd. That will dis-
appoint bondholders and
ratings companies, who
have already cut TUI’s rat-
ings to B1/B+. The rating
makes TUI an unlikely candi-
date to be a bank. But when
banks themselves won’t
lend, the improbable be-
comes the only option.
 —Richard Barley

It is an ill wind that
blows no one any good.
Vodafone has confirmed it
is one of the big winners
from the recent storm that
has hammered sterling.

Currency gains ac-
counted for the bulk of a
14.3% rise in the telecom
group’s revenue in the
third quarter. That trig-
gered a 7% rise in the
share price, leaving it just
8% lower than before a sur-
prise profit warning last
July and 43% above the six-
year low reached in Octo-
ber.

But not all this outper-
formance is due to cur-
rency. The third-quarter re-

sults will help dispel some
of the fears ignited by Ju-
ly’s profit warning—nota-
bly the concern that a
sharp slowdown in Spain
signaled a new cyclicality
in mobile telecoms. The
weakness in the Spanish
market persists. But there
is little sign that the eco-
nomic downturn is leading
to sharp falls in volumes
elsewhere. Instead,
Vodafone’s Spanish prob-
lems appear more about
overexposure to migrant
workers and small to me-
dium-sized construction
firms hit by the housing
slump.

Similarly, Vodafone’s

other trouble spot, Turkey,
seems to be largely local-
ized, attributable to poor
management and a lack of
investment. Both problems
are now being addressed,
under a new management
team.

As a result, Vodafone
has reiterated its sales and
earnings guidance from No-
vember, when it also an-
nounced a £1 billion ($1.43
billion) cost-cutting plan.
At the time, new boss Vit-
torio Colao’s blueprint for
the group, which included
a focus on core markets
plus greater capital-spend-
ing discipline, was given
only a cautious welcome.

But the market reaction to
the third-quarter results
suggests Mr. Colao is start-
ing to win back investor
confidence.
 —Molly Neal

BP dividend a little slick

To save a shipping deal, TUI has become a bank

BP was the last big oil
company to cut its divi-
dend, back in 1992. The
world economy is in con-
siderably worse shape
than it was then. So BP’s
black fourth quarter has
cast doubt over the one
thing going for the oil ma-
jors: their high dividend
yields. But BP investors
don’t need to worry just
yet.

Despite a fourth-quar-
ter loss—the result of fall-
ing prices, slack demand
and a huge bill for Russian
export duties from its
TNK-BP joint venture—BP
increased the 2008 divi-
dend by 30%. As a result,
BP will pay out $10.3 bil-
lion this year—almost half
full-year earnings of $21.7
billion.

Chief Executive Tony
Hayward should still make
good on his promise to
pay out more in 2009 with-
out having to cut planned
capital spending of more
than $20 billion. BP esti-
mates the minimum oil
price at which it covers its
dividend and capex is $50
to $60 a barrel compared
with today’s price of
around $40. But that

break-even point should
fall as a result of cost-cut-
ting initiatives. The slide
in oil prices means
TNK-BP won’t be paying
duties so badly out of
whack with its revenue.

Besides, BP’s finances
are in better shape than in
the early 1990s. With net
debt at 21% of sharehold-
ers’ equity at end-2008, BP
could borrow another $2
billion or so without
breaching a self-imposed
ceiling of 30%, well below
the 50% gearing it had in
1992. BP, typically a big
user of short-term commer-
cial paper, issued $5 bil-
lion in bonds in the fourth
quarter, covering much of
its 2009 refinancing.

But whether oil prices
will recover sufficiently by
2010 to allow BP to invest
in future production and
maintain the dividend be-
yond 2009 is another mat-
ter. Production growth re-
mains sluggish and BP is
heavily exposed to the
slumping U.S. market for
gasoline and other refined
products. Until that recov-
ers, BP’s dividend looks ex-
posed.
 —Matthew Curtin

Profit warnings sound the alarm in China
Alerts foretell decline
in vital investment
by major companies

By Andrew Batson

BEIJING—A string of dire profit
warnings has signaled a rapid deteri-
oration in the financial health of Chi-
nese companies on which the
world’s third-biggest economy
heavily depends, putting more pres-
sure on the government to enhance
its stimulus efforts.

Corporate investment is hugely
important to China’s economy, where
capital spending accounts for more
than 40% of annual output, one of the
highest ratios in the world. The profit
decline will have major effects across
the economy as companies have less
money to buy new equipment or ex-
pand their businesses.

Weaker private-sector invest-
ment means China’s growth this
year will be even more dependent
on the success of the government’s
big spending plans—which many ob-
servers say need to be beefed up.
With global and domestic economic
growth both continuing to weaken,
China’s profit outlook for this year
is likely to be at least as bad.

“Profits and profitability in 2009
will be very poor, and this is the key
reason why I do not expect much pri-
vate investment—especially in the
manufacturing sector where China
suffers from an overcapacity prob-
lem,” said Wang Qing, China econo-
mist for Morgan Stanley. He’s ex-
pecting zero growth in manufactur-
ing investment this year and a 12%
drop in real-estate investment.

The profit warnings are coming
weeks ahead of China’s official cor-
porate reporting season, as compa-
nies are required to give advance no-
tice of particularly big swings in
profits.

The warnings have come from a
range of industries, but companies
tied to shrinking global trade are
particularly badly hit. China Ship-
ping Container Lines Co. Ltd. has
warned investors annual profits for
2008 fell more than 50%. The
world’s largest producer of ship-
ping containers, China Interna-
tional Marine Container, said its an-
nual profit likely dropped about
53% to 1.5 billion yuan ($219 mil-
lion). Output of its main product,
dry-bulk containers, “basically
stopped in the fourth quarter,”
CIMC said.

Businesses focused on China’s do-
mestic market are also in trouble.
SAIC Motor Corporation Ltd., the
biggest local auto maker by sales,
warned of a profit decline of more
than 50% on weaker sales. Most steel-
makers are losing money as construc-
tion dries up. Financial giant China
Life Insurance Co., hammered by the
stock market decline and tougher
competition, also said it expects a
more than 50% drop in profits.

Broader official surveys back up
the trend. Profits of industrial com-
panies plunged 27% in the three
months to November, according to
government statistics, a sharp rever-
sal from a years-long string of 20%
to 40% growth.

Economists have long warned
that Chinese companies’ heavy reli-
ance on retained profits would tend
to exaggerate swings in the nation’s
investment cycle. Official statistics
show that 63% of investment in

China last year was financed by
what are called “internally gener-
ated” funds, which include retained
profits. That’s up from just below
50% a decade ago.

During boom times, high profits
get plowed back into new projects—
evidenced by the plethora of shiny
new corporate headquarters that
dot big cities such as Beijing and
Shanghai. Now, some of those in-
vestments don’t look as smart, and
shrinking profits are making it more
difficult for companies to fund dif-
ferent ones.

Avoiding that boom-bust cycle
was one reason why organizations
such as the World Bank had argued
that China’s government should col-
lect dividends from the companies
it owns, which include most of the
country’s biggest corporations.
From the late 1990s, the govern-

ment allowed state companies to re-
tain all their profits—money the en-
terprises were naturally reluctant
to yield during the recent boom.

But after an intense political
wrangle, a dividend system was put
in place by early 2008. Details of the
system are sketchy, but the pro-
grams financed from those pay-
ments had a budget last year of
54.78 billion yuan. That suggests
the companies owned by the central
government are paying average divi-
dends of 7% to 8% of their profits.
Still, that move came too late to
ease the peak of the investment cy-
cle, since business was already start-
ing to worsen early in 2008.

The expected downturn in corpo-
rate investment this year is one rea-
son many investors are skeptical
that the Chinese government’s four
trillion yuan stimulus plan will be

able to maintain an expansion at the
speed to which China is accus-
tomed. The plan, announced in No-
vember, is encumbered by its depen-
dence in part on corporate spend-
ing.

The IMF is now forecasting Chi-
na’s economy to expand 6.7% this
year, which would be the slowest
rate in two decades. Some other esti-
mates are even lower.

“It is inconceivable that the gov-
ernment could spend enough to
make up for the collapse that is
likely to result from this unprece-
dented period of overinvestment,”
said Joseph Taylor, emerging mar-
kets strategist at Loomis, Sayles &
Co., a Boston fund manager. He
thinks that lost capital spending this
year could be as much as 15% of Chi-
na’s annual gross domestic product.

Some government-controlled
companies are doing their patriotic
duty and boosting investment plans
during the downturn. Offshore oil
producer CNOOC Ltd. plans to in-
crease capital expenditure by 19%
this year, to $6.76 billion, as it tries
to boost output. Telecom companies
are also spending big this year to roll
out new mobile-phone networks
that use high-speed 3G technology.

But many other companies will
struggle just to use the capacity
they already have, and are unlikely
to want to add to it. China’s steel-
makers collectively had the capac-
ity to produce 600 million tons of
crude steel by the end of 2008, but
managed to sell only just over 500
million tons last year. Squeezed by
falling demand and high costs, An-
gang Steel Co. warned investors
last month that its annual profit is
likely to fall by 55% to 3.42 billion
yuan.

A breeze for Vodafone

Sources of funds for China’s 
fixed-asset investment

1997 2008*
0

20

40

60

80

100% State budget

Domestic loans

Foreign 
investment

Internal funds†

Other

Sources: China’s National Bureau of Statistics; Development Research Center  

*Jan. to Nov.   †Includes retained profits2004 ’05 ’06 ’07 ’08

-30

-20

-10

0

10

20

30

40

50%

Industrial profits, 
change from a year earlier

Capital crunch
A sharp drop in Chinese corporate profits is squeezing the main driver of 
capital spending

Phone back
Vodafone’s share price vs.
the FTSE 100 index 

–50

–40

–30

–20

–10

0

10%

'092008

Source: Thomson Reuters Datastream

Vodafone

FTSE 100

t

t

32 WEDNESDAY, FEBRUARY 4, 2009 T H E WA L L ST R E ET JOU R NA L .



Allerton, Jennifer ........... 3
Anttila, Markku .............. 1
Archibald, Nolan D. ...... 16
Bezos, Jeff ................... 16
Cao, Stefano .................... 8
Chan, Timothy ............... 24
Chester, Jeff ................... 9
Chow, Koon .................. 31
Clark, Colin ................... 21
Clark, Richard .................. 7
Colao, Vittorio ............... 32
Courtauld, Toby ............. 21
Crema, Dennis ............... 23
Dahlgren, Lars ................. 8
DiGiovanni, Mike ............ 1
Dolan, Peter ................. 16
Drummond, David ........... 9
Farris, Steven .......... 19,20
Fiorina, Carly ................. 16
Fitzpatrick, Edward J. ..... 7
Frank, Peter ................... 22
Furber, Jeffrey ............. 29
Galli, Joseph .................. 16
Gerstenschläger, Frank 22
Guidice, John ................. 21
Gupta, Rahul ................ 24
Gurevich, Alexander ...... 20
Hackett, Jim ............. 19,20
Hague, Ian .................... 31
Hampton, Philip ......... 2,21

Handman, Gary ............. 28
Hayward, Tony ......... 19,32
Hurley, Chad .................... 9
Hyman, Neil ................. 24
Irani, Ray ................. 19,20
Jacobs, Mike ........... 19,20
Jansson, Mats ................ 6
Jha, Sanjay ...................... 7
Kinahan, Joe ................. 20
Kovacevich, Adam .......... 9
Kraut, Robert ............... 28
Kubasik, Chris ................. 4
Lewis, Jeremy ............... 30
Lewis, Ric ..................... 29
Li, Richard .................... 24
Liska, Paul J. ................... 7
Liveris, Andrew .............. 7
Madoff, Bernard ........... 21
Malcolm, James .............. 1
Marohn, William D. ...... 17
Marsal, Bryan ............... 19
Martinez, José Luis ..... 11
McKillop, Tom ........... 2,21
McPhail, Carl ................. 21
Meijer, Harm ................. 21
Meriwether, John ......... 23
Mills, Steve ..................... 8
Moreno, Glen .................. 2
Morgan, Shawn .............. 5
Oppenheim, Dan ........... 10

Orlova, Natalya ............. 31
Picard, Irving H. ............ 21
Pittie, Marc .................... 8
Pressler, Paul ................ 16
Pudwill, Horst ............... 16
Richels, John ............ 19,20
Ruiz-Jarabo, Dámaso ..... 8
Ryland, Mark ................. 22
Sapienza, Tony ................ 5
Schleicher, Joel ............. 17
Schmidt, Eric ................... 9
Shaheen, George .......... 16
Sinha, Adarsh ............... 22
Snabe, Jim ...................... 3
Solovjov, Alexander ....... 6
Stevens, Robert .............. 4
Strauss-Kahn, Dominique

..................................... 10
Stretch, Clint ................ 11
Sue, Mark ........................ 7
Sugar, Ron ....................... 4
Sugar, Ronald .................. 4
Tanner, Bruce .................. 4
Taylor, Joseph ............... 32
Thornber, Stephen ........ 20
Verrastro, Frank ............ 19
Wang Qing .................... 32
Wang, R. .......................... 3
Webb, David .................. 24
Weinreich, Uwe .............. 6
Woertz, Patricia ............. 8

ABB ............................. 11
Acciona ........................... 8
AEW Europe ................ 29
Albert Ballin ................ 32
Alvarez & Marsal ........ 19
Amazon.com ................ 16
Anadarko Petroleum

............................. 19,20
Angang Steel .............. 32
Apple ............................ 31
Archer-Daniels-Midland 8
Areva .............................. 8
Asbury Automotive ..... 31
Atlantia .......................... 8
AT&T ............................ 8,9
Bank of America .... 19,20
Bank of New York

Mellon ....................... 21
Barclays ................... 2,19
BATS Exchange ........... 21

Benetton ....................... 8
Bernard L. Madoff

Investment Securities
.................................. 21

BG Group ..................... 19
BlueGold Capital

Management ........... 23
Boeing ........................... 4
Bolsas y Mercados

Españoles ................. 22
Bombardier Inc. ............. 6
BP ................... 2,19,20,32
Bristol-Myers Squibb .16
Broadway Partners ..... 20
Carlyle Group ................. 8
Charles Ogelsby .......... 31
Chesapeake Energy 19,20
Cheung Kong Holdings 23
Chevron .................... 2,19
China International

Marine Container ..... 32

China Life Insurance .. 32
China Shipping

Container Lines ....... 32
China Unicom ............... 24
Chrysler ...................... 1,5
Citigroup ................. 11,20
Clorox ........................... 30
CNOOC ........................ 32
ConocoPhillips ................ 2
Daimler ...................... 1,5
Danske Bank Group .... 20
Det norske Oljeselskap 8
Deutsche Börse .......... 22
Deutsche Telekom ....... 20
Devon Energy ......... 19,20
Direct Edge ................. 21
Dow Chemical ................ 7
Drax Group .................... 2
Électricité de France ..... 8
EnCana .................... 19,20
Endesa ........................... 8
Enel ............................... 8
Eni ................................. 8
European Property

Investors Special
Opportunities .......... 29

Exxon Mobil ............. 2,19
Ford Motor ................. 1,5
France Telecom ............ 20
Gap ............................... 16
General Motors ..... 1,5,20
GMAC ........................... 31
Google .................... 7,9,28
Great Portland Estates

................................. 21
Hannover Re ............... 20
Hewlett-Packard ..... 11,16
Honda Motor ................. 1
HSBC Holdings ........... 21
Hynix Semiconductor .. 23
Iberdrola ........................ 2
Ineos ............................. 2
J.C. Flowers ................ 24
Jacobs Engineering

Group .......................... 2
Johnson & Johnson ....... 7
J.P. Morgan Chase .19,21
JWM Partners ............ 23
Kohlberg Kravis &

Roberts ....................... 8

Kuwait Petrochemical ... 7
Lehman Brothers

Holdings ................... 19
Lloyds Banking Group ... 2
Lockheed Martin ............ 4
London Stock Exchange

Group ....................... 22
Loopt ........................... 28
Lufthansa ................. 6,20
Marathon Oil .......... 19,20
Merck & Co. ......... 7,11,20
Microsoft ................... 3,7
Mitsubishi UFJ Financial

Group .................. 23,24
Mitsui O.S.K. Lines .... 23
Mizuho Financial Group

.................................. 24
Morgan Stanley .......... 11
Motorola ....................... 7
National Power

Corporation of India ... 8
Netflix .......................... 30
New Look ..................... 21
Newell Rubbermaid ..... 16
News Corp. ................. 31
Nexans ........................ 11
Nippon Yusen .............. 23
Northrop Grumman ...... 4
Norwegian Energy

Company ..................... 8
NYSE Euronext ...... 21,22
Occidental Petroleum

............................. 19,20
Oracle ............................ 3
PCCW .......................... 24
PepsiCo ....................... 16
Petroleo Brasileiro ...... 19
Pfizer ......................... 7,11
Philip Morris

International ......... 8,20
PNC Financial Services

.................................. 20
Procter & Gamble ....... 30
Providence Equity

Partners ...................... 8
Prysmian ...................... 11
PSA Peugeot-Citroën ... 5
Roche Holding ............... 3
Rohm & Haas ................ 7
Royal Bank of Scotland

Group .......... 2,21,29,32

Royal Dutch Shell .... 2,19
SAIC Motor .................. 32
Salesforce.com ............. 3
Samsung Electronics ... 23
SAP ................................ 3
SAS ........................... 6,20
Scania ............................. 5
Schering-Plough ............ 7
Schneider .................... 20
Schneider Electric ......... 8
Scottish and Southern

Energy ......................... 2
Shinki .......................... 24
Shinsei Bank .......... 23,24
Siebel Systems ........... 16
Standard Bank ............ 22
State Street ............... 19
Sumitomo Mitsui

Financial Group ........ 24
Sun Hung Kai ............. 23
SunCal ......................... 19
SunTrust Banks ........... 20
Swedbank .................... 20
Swedish Match ........ 8,20
Swig Equities ............. 19
Techtronic Industries .. 16
Telecom Italia ................ 8
Terna .............................. 8
Thomas Properties

Group ........................ 19
Tishman Speyer

Properties ................. 19
Total .............................. 2
Toyota Motor ................. 1
Tristan Capital Partners

.................................. 29
Troika Dialog ............... 22
TUI ............................... 32
TUI Travel ................... 32
UBS ........................... 2,21
uLocate Communications

.................................. 28
UniCredit ...................... 22
Verizon Communications

.................................... 8
VerticalNet .................. 16
Vinci ............................... 8
Vodafone Group ....... 8,20
Volvo .............................. 5
Webvan Group ............. 16
Wyeth ............................ 7
Yahoo ............................. 9

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

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

U.K. weighs ‘bad banks’
Darling says Britain
will consider plans
to isolate toxic assets

CORRECTIONS &
AMPLIFICATIONS

UBS AG has said it is cooperat-
ing with U.S. and Swiss investiga-
tions into the bank’s alleged role in
assisting U.S. clients evade taxes.
Additionally, the bank has repeat-
edly said it will correct problems
identified in the inquiries. A Jan. 27
Money & Investing article incor-
rectly said UBS has publicly denied
any wrongdoing.

By Sara Schaefer Muñoz

And Alistair MacDonald

LONDON—The U.K. government
will consider the possibility of split-
ting off banks’ toxic assets into sepa-
rate “bad banks” if its latest pack-
age of measures to shore up their fi-
nances doesn’t work, U.K. Treasury
chief Alistair Darling said Tuesday.

In a sign of the government’s
growing concern about heavy losses
at some of the country’s biggest
banks, Mr. Darling told a parliamen-
tary committee that “in some cases
it could be easier to do a good-bad
bank split” to put banks in a better
position to begin lending again. A
bad bank would remove uncertainty
about the extent of a bank’s troubles
by taking on its soured investments,
leaving behind a healthier institu-
tion.

Mr. Darling’s comments come
weeks after the U.K. government an-
nounced a multibillion-pound pack-
age of measures aimed at shoring up
banks’ finances. Those measures fea-
ture an insurance plan designed to
put a lid on banks’ losses. Mr. Dar-
ling said the government would pre-
fer to see the insurance plan work,
because setting up a bad bank could
be difficult for large institutions.

Bad banks have recently become a
hot topic around the world. In the

U.S., the administration of President
Barack Obama is considering setting
up a single bad bank to buy up toxic as-
sets from U.S. banks. Meanwhile, the
European Central Bank is drawing up
guidelines for European governments
that are considering bad banks, and
Germany is working on legislation
that would help its financial institu-
tions create their own bad banks.

In an interview at the World Eco-
nomic Forum in Davos, Switzerland,
Prime Minister Gordon Brown said
the U.K.’s current measures to shore
up banks, including the insurance
plan, are “sufficiently flexi-
ble to deal with the bad
bank-good bank if neces-
sary.” But, Mr. Brown
added, “We have got to re-
capitalize first. You’ve got
to get the expansion of
lending.”

A big hurdle to forming
a bad bank is that it could
force the banks that partici-
pate to drastically lower
the values they assign to
their souring assets before
they could move them to a bad bank.
It also would force the government
to pony up a lot of capital in one
swoop. The upside of the insurance
plan is that there is no cost to the gov-
ernment until the loans it insures suf-
fer actual defaults.

The U.K. has experience in creat-
ing a bad bank. When it took over
lender Bradford & Bingley last fall, it
sold off healthy portions of the bank,
and now holds B&B’s soured assets.

Analysts have said more govern-
ment intervention in U.K. banks

might be necessary this year as
losses mount. Last month, Royal
Bank of Scotland Group PLC sig-
naled more problems for the sector
when it said it expected to report a
loss of as much as £28 billion ($40
billion) for 2008.

In one sign of the amount of
hard-to-sell assets U.K. banks are
holding, the Bank of England said
Tuesday that banks had put up
some £287 billion of such assets as
collateral for loans of government
bonds since April, when the central
bank set up a special facility for the

purpose. The banks re-
ceived only £185 billion in
government bonds in return
for the assets, which in-
cluded mortgage bonds. The
large difference between
the two numbers suggests
that the central bank found
the asset quality poor and
thus required severe “hair-
cuts”—the added collateral
the banks had to put up to
protect the central bank
from losses.

Separately, Mr. Darling will an-
nounce as early as next week the for-
mal terms of the Treasury’s relation-
ship with UK Financial Investments
Ltd., the vehicle that will manage
the government’s stakes in banks.
That agreement, the purpose of
which is partly to show that the
banks will be run at arm’s length
from the government, will resemble
the mandates that investors give to
fund managers.
 —Carrick Mollenkamp

contributed to this article.

Talks continue in effort
to quell British strikers
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Alistair Darling

By Lananh Nguyen

LONDON—A rash of strikes pro-
testing the employment of foreign
workers in the U.K. spread to at
least one new site Tuesday, as nego-
tiations to resolve the strikers’ con-
cerns entered a second day.

Workers at Royal Dutch Shell
PLC’s Stanlow oil refinery joined
hundreds of others across the U.K.
who have walked off the job in sup-
port of strikers at Total SA’s Lindsey
refinery in Immingham, northern
England.

Contract workers at Lindsey
stopped work last week to protest a
decision by Total to award a con-
struction subcontract to an Italian
company that intends to bring in
staff from abroad rather than use lo-
cal workers.

The strikes reflect growing ten-
sions across Europe, as a deepening
recession prompts workers, compa-
nies and others to demand aid and
protection from their governments.
In Greece on Tuesday, police clashed
with farmers on the island of Crete
who sought to board ferries with
their tractors to stage a protest in
Athens. The farmers are seeking gov-
ernment aid to help them through a
period of low prices for their goods.

Some 800 protesters gathered to
demonstrate at Lindsey on Tuesday,
according to local police. They were
supported by strikers at more than
nine other oil refineries, power
plants and energy facilities across
the U.K. Meanwhile, strikes ended at
four facilities: Ineos PLC’s Grange-
mouth refinery, BP PLC’s Kinneil gas-
processing facility, the Sellafield nu-
clear-power site in northwest Eng-
land, Chevron Corp.’s Pembroke re-
finery, and the Dragon and South
Hook liquefied natural-gas termi-
nals. Pembroke workers returned to
work Monday, while the rest re-
turned Tuesday.

Jacobs Engineering Group Inc.,
the Lindsey project’s main contrac-
tor, met with Total and union repre-
sentatives Tuesday in talks to re-
solve the dispute. The discussions

began Monday and are being medi-
ated by an independent, govern-
ment-funded body called the Advi-
sory, Conciliation and Arbitration
Service, or ACAS.

ACAS said it will investigate the
dispute by looking at contractual ar-
rangements, tendering processes,
meeting minutes, and national and
local wage agreements. ACAS ex-
pects to publish its findings by Feb.
13.

The unions claim legal prece-
dents set by the European Union en-
able employers to undercut wages
and working conditions for U.K.
workers, and in some cases exclude
U.K. workers from projects alto-
gether.

Total defends its tender process
as fair and competitive. “We recog-
nize the concerns of people but we
must stress that it has never been,
and never will be, the policy of Total
to discriminate against British com-
panies or British workers,” the com-
pany said in a statement.

Operations and energy supplies
weren’t affected at any of the plants
where walkouts were reported.
Other sites hit by walkouts included
ConocoPhillips’ Humber refinery,
ExxonMobil Corp.’s Fawley refin-
ery, Scottish and Southern Energy
PLC’s Fiddler’s Ferry power station,
Drax Group PLC’s Yorkshire power
station, and ScottishPower’s Cock-
enzie and Longannet power plants.
ScottishPower is the U.K. unit of
Iberdrola SA of Spain.

INDEX TO PEOPLE

LEADING THE NEWS

INDEX TO BUSINESSES

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 Fax: 32 2 741 1600

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799
 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842
9600; Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by
Dogan Media Group / Hürriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post
Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones
& Co. © 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

2 WEDNESDAY, FEBRUARY 4, 2009 T H E WA L L ST R E ET JOU R NA L .

A clearance sign hangs next to a lot filled with Jeep Liberty sport-utility vehicles
and a Chrysler 300 sedan at a Chrysler-Jeep dealership in Golden, Colo., on Sunday.

U.S. car sales hit lowest in decades

was undermined by a steady drip of
revelations related to his lucrative
work as an adviser to an investment
firm and a Washington law firm
since he lost his Senate seat in 2004.
Mr. Daschle has disclosed earning $5
million from his post-Senate work,
including more than $2 million from
the private-equity firm InterMedia
Advisors LLP, controlled by former
cable television executive Leo
Hindery.

Mr. Hindery arranged a $1 mil-
lion-a-year consulting contract for
Mr. Daschle, as well as the use of a
Cadillac and driver. Mr. Daschle has
said he made mistakes in reporting
the value of the car service and the
consulting contract on his taxes,
which resulted in nearly all the
$140,000 tax liability that came to
light Friday.

A Democratic Senate aide con-
firmed Tuesday that Mr. Daschle
had advocated for a senior adminis-
tration post for Mr. Hindery. The
Senate aide said Mr. Daschle's advo-
cacy for Mr. Hindery was one more
strike against him in a case that
kept getting larger.

In a statement, Mr. Daschle said
that he could move forward with his
charge to provide near-universal ac-
cess to health care only “with the
full faith of Congress and the Ameri-
can people.” He added that, “Right
now, I am not that leader and will
not be a distraction.”

Mr. Obama, in a statement, said
he accepted Mr. Daschle’s decision
“with sadness and regret.”

The battles over the nomina-
tions first of Mr. Geithner and then
Mr. Daschle have been a distraction
for Mr. Obama, and gave Republi-
cans ammunition for the coming
fights over spending and tax in-
creases. Virginia Rep. Eric Cantor,
the second-ranking House Republi-
can, quipped over the weekend that
Democrats didn’t mind raising taxes
because they don’t pay theirs.

Less than an hour before Mr.
Daschle’s announcement, Sen. John
Ensign (R., Nev.) had voiced strong
reservations about the nomination
and vowed to grill Mr. Daschle at a

Senate Finance Committee hearing
that had been planned for next week.
“We’re going to ask some tough,
tough questions,” he said, adding
that Sen. Daschle’s problems “are
more serious” than those weathered
by Treasury Secretary Geithner dur-
ing his confirmation process.

Democrats had tried to rally sup-
port for the former Senate majority
leader, and expressed dismay at his
abrupt withdrawal, which left sena-
tors in both parties shell-shocked.
Sen. John Kerry (D., Mass.) said Mr.
Daschle made “innocent” errors,
and bemoaned the rush to judg-
ment. “Everybody’s got to step
back,” he said.

Sen. Kent Conrad (D., S.D.) said
Mr. Daschle is “among the most hon-

est, decent people I’ve known in my
life.” He added that Mr. Daschle’s de-
cision to withdraw is a “tremendous
loss” for the White House, which
was counting on him to lead the com-
ing health-care overhaul effort. “It’s
a tragedy.”

But Mr. Daschle faced increasing
pressure over the tax issue, which
was becoming a political liability
for the White House, and by Tues-
day even his allies among Republi-
cans were keeping their distance.
“I’ll always try to be fair. He’s my
friend,” said Sen. Orrin Hatch (R.,
Utah), who nevertheless found it dif-
ficult to come to terms with the alle-
gations against Mr. Daschle. “It’s dis-
concerting.”

The Senate Finance Committee
had intended to post documents on
its Web site as soon as Tuesday af-
ternoon, detailing trips that Mr.
Daschle made aboard a corporate
jet of student lender EduCap Inc.,
people familiar with the plans said.
The organization is under investiga-

tion by the Internal Revenue Ser-
vice and the Finance Committee for
alleged violations of its charter as a
nonprofit.

Mr. Daschle took two trips with
an EduCap-affiliated charity, one to
the Bahamas, the other to Israel,
Egypt and Jordan, said Daschle
spokeswoman Jenny Backus. She
said his accountants have deter-
mined he doesn’t have any tax liabil-
ity from the EduCap flights.

The documents weren’t ex-
pected to have reached any conclu-
sion on whether Mr. Daschle vio-
lated tax or nonprofit rules by tak-
ing those trips.

Mr. Daschle has had personal
and business dealings with EduCap
and its top executive, Catherine Rey-

nolds, and her husband, Wayne, ac-
cording to tax filings, court records
and other documents.

The IRS’s probe into EduCap is
looking into cash transactions in-
volving Ms. Reynolds, the purchase
of a $28 million corporate jet by Ed-
uCap, trips to Europe by Ms. Rey-
nolds, and spending on gifts and lux-
uries, according to details dis-
closed in documents filed in a court
case in Washington, D.C. The docu-
ments are exhibits in a Freedom of
Information Act lawsuit EduCap is
pursuing against the IRS demand-
ing the names of individuals whom
the agency has interviewed for its
investigation. The IRS is refusing to
identify many of its sources, saying
they fear legal retaliation by Edu-
Cap.

The IRS also is trying to deter-
mine why a former EduCap security
officer made two cash deposits of
$170,000 each into a personal ac-
count of Ms. Reynolds at Riggs Bank
in 2003, according to disclosures by

the IRS in U.S. District Court. The
former employee told the IRS in
2006 that he didn’t realize the
money was going into Ms. Reynolds’
personal account, according to an
agent’s notes filed with the court.

The Senate Finance Committee
also is investigating EduCap.

EduCap describes itself on its
Web site as a “non-profit education
organization” with a mission of pro-
viding affordable college loans to
students whose family incomes are
too high to qualify for financial aid
or federal student-loan programs.

The IRS is probing whether Edu-
Cap’s spending for such things as
the jet amount to an improper per-
sonal benefit to its executives under
the tax laws governing not-for-
profit organizations.

Calls seeking comment from
both EduCap and its primary law-
yers at the firm of Skadden Arps
weren’t returned Monday. An IRS
spokesman declined to comment.
In a July 16, 2007, news release is-
sued in response to an article in the
Washington Post, EduCap said the
plane “is used to conduct business”
and that the company had a policy
for reimbursement for use of the
plane by people not conducting
business.

Mr. Daschle’s law firm, Alston &
Bird, has represented EduCap in the
Senate Finance inquiry, people with
knowledge of the matter said. A
spokeswoman for Mr. Daschle said
Monday that the former senator
had no role in dealing with the com-
mittee’s probe.

In the last three years EduCap
has paid Alston & Bird approxi-
mately $300,000 in legal and lobby-
ing fees, according to disclosure fil-
ings and IRS documents. In his own
filings with the Senate Finance Com-
mittee, Mr. Daschle disclosed that
he was personally paid at least
$5,000 by EduCap for what he said
was policy advice. Mr. Daschle took
two trips on the EduCap plane, one
to the Bahamas and another to the
Middle East, Mr. Daschle’s spokes-
woman said.
 —Glenn R. Simpson

contributed to this article.
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lus package under consideration by
Congress. The difficulty consumers
face qualifying for car loans “is the
No.1 problem by far,” Mr. DiGio-
vanni said. “People are coming in
wanting to buy vehicles, but they
are being turned down.”

Since September’s meltdown on
Wall Street, auto finance companies
have tightened lending standards
and all but stopped offering leases
on automobiles. GMAC LLC, for ex-
ample, was offering loans only to
people with top credit scores. On
Tuesday it reported it lent $2.7 bil-
lion to finance new vehicles in the
fourth quarter, down about 80%
from a year earlier. GMAC auto
loans were used for only 8% of new
GM retail sales in the quarter, com-
pared with 43% a year ago.

Charles Ogelsby, chief executive
of Asbury Automotive Inc., a large
dealership chain in Duluth, Ga., said
subprime borrowers with blem-
ishes on their credit records who
once were able qualify for loans are
now essentially shut out. “That’s a
huge part of the market that used to
be served,” he said. “That’s gone
now.”

Amid the gloom, auto makers
did report a few signs of light.

Ford’s Mr. Pipas said that retail
sales—sales of cars to individual
buyers through dealers—were
“pretty steady over the last three
months of 2008” and appear to
have remained steady in January,
suggesting that true demand in the

market may be bottoming out.
GM and Ford also said they are

seeing the purchase price of their ve-
hicles rising as consumers add on
technology and other features. GM
said its average transaction price
was about $27,000 last month.

Continued from first page

Tom Daschle’s nomination was hurt by
revelations related to his work as an adviser
to an investment firm and a Washington law
firm since he lost his Senate seat in 2004.
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ments have burned through reserves
to defend their currencies only to suc-
cumb to the pressure in the end. “Pol-
icy makers defend, defend, defend,
and then give up,” says Koon Chow, a
currency strategist at Barclays Capi-
tal in London. “That’s what people
are gunning for in terms of the ruble.”

Russian officials have said they
would consider lowering the floor
only if oil prices fall to around $30 a
barrel or less and remain there. In the
short run, Mr. Chow expects the gov-
ernment to defend the band at the
cost of further depleting the coun-
try’s reserves, before eventually ced-
ing ground. “It will be bit of a credibil-
ity fight over the next one to two
months,” he says.

So far, the central bank’s efforts—
raising interest rates and tightening
liquidity—haven’t been aggressive
enough, analysts say, serving mainly
to whet investors’ appetites for more
ruble declines. As a result, most of
the money the Kremlin is spending to
boost the banking system and the
economy is flowing into the currency
market instead.

“All the rubles that are out there
have been turned into dollars,” says
Natalya Orlova, chief economist at
Alfa Bank in Moscow. “To get out of
this spiral where everyone expects a
devaluation will be very difficult.”

She and other analysts say a deci-
sive defense would require a massive
boost in interest rates that would
likely shake the fragile banking sys-
tem and the slumping economy. Infor-
mal efforts, such as threatening to
cut off state help for banks that specu-
late against the ruble, haven’t so far
done much to help the currency, ana-
lysts say.

Some analysts say the govern-
ment could impose capital controls,
which would limit money from leav-
ing Russia, to ease pressure on the ru-
ble. But that would be another major
retreat for the Kremlin, which has
pushed economic liberalization in re-
cent years. Last week, Mr. Putin cited
the government’s rejection of capital
controls as a sign of its commitment
to keeping Russia’s markets open.

Though the state media in Russia
tightly control discussion of the is-
sue, the ruble’s plunge has fueled
some criticism of the authorities,
who for months were pledging they
wouldn’t allow a sharp devaluation.
A poll released this week showed Rus-
sian confidence in the ruble had
fallen to the lowest level in five years.

By opting to gradually weaken the
ruble rather than switching to a
freely floating currency, the Russian
government “raised the cost and re-
duced the credibility of future efforts
to defend the ruble,” says Ian Hague
of Firebird Capital Management in
New York. “Now they’re in a position
of their bluff being called.”

Continued from first page
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Trachtenberg

As book publishers look to new
digital formats for sales growth,
News Corp.’s HarperCollins Publish-
ers is launching a video edition of
Jeff Jarvis’s “What Would Google
Do?” that it will sell through Ama-
zon.com Inc.’s Amazon digital-
download store.

The 23-minute video book,
which went on sale for $9.99 Tues-
day, will be viewable on personal
computers but also is being devel-
oped for mobile devices such as Ap-
ple Inc.’s iPod and iPhone.

If there is interest, HarperCol-
lins said it could make as many as
six more video books this year, pro-
ducing them in-house at its own digi-
tal studio. Authors will be paid an es-
timated 25% of net revenue, about
what they receive on e-book sales.

The videotitle features Mr. Jarvis
speakingintothe camera,discussing
various concepts from the book

News Corp. owns Dow Jones &
Co., the publisher of The Wall Street
Journal.

HarperCollins
embraces digital
with video book

Trouble to come
as Moscow goes
to mat on ruble
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SAP pushes Web-based software
Giant takes a page
from smaller rivals
as it battles economy

By Leila Abboud

As it responds to the economic
slump, SAP AG plans to imitate the
Web-based software makers that
have been chipping away at its busi-
ness.

The German software company
will introduce Wednesday a new
version of its flagship business
package that lets customers pay for
and use just the pieces they really
need. Companies could, for exam-
ple, get new payroll software with-
out changing the inventory data-
base. The new software, called Busi-
ness Suite 7, also eliminates the
need to do onerous upgrades.

It is a strategy that takes a page
from the book of makers of “on de-
mand” software, such as Sales-
force.com Inc., which have flour-
ished in recent years as businesses
have sought simple, low-cost soft-

ware that doesn’t require teams of
technicians.

Usually, SAP’s big corporate cus-
tomers buy a software suite that
can do all their back-office func-
tions including payroll, inventory
and billing. Every few years custom-
ers must do a systemwide upgrade
to get new features and tools, a
costly process that takes several
months.

SAP hopes that making the pack-
age less expensive and easier to use
will attract buyers. But the product
release comes as a gloomy econ-
omy has left companies reluctant to
spend on technology. In addition,
the new approach means SAP will
generate revenue through smaller,
more frequent deals, instead of get-
ting a big licensing fee for a soft-
ware suite from each customer.

The new product is important to
SAP. Spending on information tech-
nology is expected to drop 3% this
year to $1.66 trillion, according to
Forrester Research Inc. That would
mark a reversal after seven years of
growth.

SAP and its main rivals, Oracle
Corp. and Microsoft Corp., have al-

ready seen revenues slump as busi-
nesses put the brakes on spending.
All three are laying off workers,
with 3,000 departures at SAP.

“The Business Suite is a key test
for SAP to show that it can reduce
the total cost of owning and run-
ning its systems,” said R. “Ray”
Wang, an analyst at Forrester Re-
search. The advent of Web-based
software “is putting tremendous
pressure on conventional software
companies like SAP to become
more nimble, more innovative and
cheaper.”

Salesforce.com, which sells busi-
ness software over the Internet,
saw its revenue rise 48% to $787.2
million in the nine months ended
Oct. 31. Its products can be acti-
vated immediately, paid for on a
monthly subscription and don’t re-
quire any hardware or periodic up-
grades.

“These are tough times for any
company that’s selling big-ticket
software,” said Bruce Francis, vice
president of corporate strategy for
Salesforce.com. “It’s obvious that
the industry is moving toward
[Web-based tools] and the current

environment just shines a spotlight
on this.”

With its new approach SAP will
generate revenue step by step, said
Jim Snabe, who headed the prod-
uct’s development. First-time cus-
tomers will be allowed to try out
parts of the software suite gradu-
ally and pay as they go.

Instead of signing big contracts
with upfront payments for a suite,
SAP will likely sign smaller deals
but in higher volume. “This
changes our sales approach,” Mr.
Snabe said. “We have to continu-
ously prove ourselves to our cus-
tomers now.”

SAP said it was too early to
know exactly how the new product
and pricing startegy will affect its
revenue but said the launch was fac-
tored into its forecast of “flat or
slightly down” revenue growth this
year. The company had revenue of
Œ11.57 billion ($14.86 billion) in
2008.

Roche Pharma, the pharmaceuti-
cal unit of Switzerland’s Roche
Holding AG, uses SAP software for
human-resources planning and clin-
ical-trials management, among

other tasks. Roche did four full up-
grades in the previous year, requir-
ing a team of 15 technicians, said
Jennifer Allerton, chief informa-
tion officer of Roche Pharma.

Ms. Allerton was attracted by
the prospect of getting rid of up-
grades. “Upgrades are expensive,
annoying and they provide no busi-
ness value,” Ms. Allerton said.
“With the new Business Suite, we
won’t have to [do them] anymore.”

Roche Pharma declined to say
how much it expects to save from
switching to SAP’s new product.
 —Ben Worthen

contributed to this article.
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Source: Forrester Research
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with a 0.3% decline during the same
period the prior year, according to
comScore Inc. Traffic on Internet
gambling sites soared 28.6% over the
holiday quarter, compared with a
26.9% decline over the holiday sea-
sonthepreviousyear,comScoresays.

For Big Fish Games, the company
behind “Mystery Case Files,” busi-
ness has never been better. Revenue
jumped 70% to $85 million last year,
and the best sales in its seven-year
history occurred in January, says Jer-
emy Lewis, the Seat-
tle company’s chief ex-
ecutive. In January,
Big Fish’s member-
ship grew 110% faster
than in September,
the month before the
economy wors-
ened—an unusual de-
velopment since its
subscriptions typi-
cally grow at a steady
rate throughout the
year, says Mr. Lewis.
The company cur-
rently has more than
30 job openings.

People are escap-
ing online in other
ways too. On Monday,
the popular U.S. celeb-
rity gossip hound who
goes by the name
Perez Hilton said in a
post on his Web site
that January was his
biggest month ever
for traffic. “When
times are tough, you

turn to PerezHilton.com!” he wrote.
Lastweek,theonlinemovierentalser-
viceNetflixInc.saiditsnumberofsub-
scribers grew 26% over the holidays
to 9.4 million, compared with 18% in
the same period the year before.

Monica Ross-Williams, 38, gravi-
tated to a different form of online es-
cape late last year. Ms. Ross-Will-
iams, who launched a janitorial ser-
vices business in Canton, Mich., last
June, remains underemployed be-
cause of the slow economy, scratch-
ing out just nine hours of work a

week for three clients. With so much
time to fill, she joined professional
social-networking site LinkedIn in
October to start connecting with
business contacts.

In December, she also joined social
networking site Facebook and started
reconnecting with high-school
friends. Last month, Ms. Ross-Will-
iams also jumped at the chance to be-
come the online moderator of a small
businessWebforumwhereshespends
about two hours a day posting notes
andcleaningupcommentsbyotherus-

ers. “Time flies now,”
she says.

There’s precedent
for a surge in online
usage during trau-
matic times. Past stud-
ies have shown bursts
of Internet activity
around events such as
the 9/11 terrorist at-
tacks, when many peo-
ple went online to
gather information
and express their feel-
ings and concerns,
says Dr. Kraut of Carn-
egie Mellon. In such
situations, he says,
people turn to Inter-
net discussion
groups, blogs and
other communica-
tions tools for “sense-
making,” as they sort
out with others the
change roiling the
world around them.

Larry Hawes, 47,
was laid off from his

job as a consultant at International
Business Machines Corp. in Novem-
ber. But he has never lost touch with
his former co-workers. The Ipswich,
Mass., resident spends a lot more
time building up his personal blog,
which is dubbed “Together, We
Can!” He also sends out more Twit-
ters, a service for broadcasting short
messages to a circle of friends and as-
sociates. He says he is on Twitter all
day, sending out about 10 posts a day
to a group of 137 people, including
former IBM colleagues and other
friends. In total, he adds, he’s sent
out 652 “tweets” since October.

“I’m maintaining relationships
with IBM-ers because I don’t work
there anymore,” says Mr. Hawes.

Othersfindcomfortinnewfriend-
ships forged in unemployment. Prior
to October, Cara Wayman, 27, spent
very little time online. With her full-
time job at a nursing home as a nurse
assistant and as a part-time student
studying for a sociology-psychology
degree, the resident of Lynn, Mass.,
says she only logged in online two to
three times a week for 15 minutes a
pop. Butin October, Ms.Wayman was
laid off from her nursing-home job
and she now spends five hours a day
online. When she wants to switch off
entirely, Ms. Wayman plays Sudoku
and other games.

But much of her time is spent job
seeking on social-networking sites
and even the “General Hospital Hap-
penings”forumfordenizensoftheday-
timeU.S.televisionsoap opera. Herin-
teractions quickly evolved from job-
searching to online friendships. “It’s
kind of like a support group,” she says.

Continued from page 28

Time on your hands
Usage of Internet gaming, gambling and social networking sites in the 
U.S. grew in 2008 at a time when more people lost their jobs.
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Is the scent of Moroccan bazaar too edgy?
New products change
fragrance of clean
in American homes

Web offers escape from stress of being jobless

By Ellen Byron

For decades, lingering whiffs of
ammonia and bleach in bathrooms
and kitchens signaled a freshly
scrubbed home. In the 1970s and
1980s, the scent of pine forests and
lemon groves gained acceptance.

Now the smell of clean has be-
come a wildly varied bouquet: man-
darin-lime detergent, disin-
fectant evoking “lavender
vanilla and comfort,” toilet-
bowl cleaner in eucalyptus
mint. Bleach can smell like a
“fresh meadow.” A new de-
odorizer, which hit store
shelves last month, prom-
ises a “Moroccan bazaar.”

The consumer-products
industry has built a com-
plex olfactory infrastruc-
ture, stretching from the
laboratory to the market-
er’s imagination. These
days, companies from
Procter & Gamble Co. to Clorox Co.
are tickling the human nose as
never before. Researchers shepherd
consumers through a gantlet of
odors to gauge their reaction. Scien-
tists parse fragrance perception.
Companies unveil scent after scent
that evokes “clean.”

“Your home could look clean, but
if there’s an absence of scent, you
don’t really know,” says Scott Beal, a
Procter & Gamble brand manager for
P&G’s Febreze air-care line. “Scent is
a signal you’ve done something.”

The explosion of fragrant clean-
ing products comes as Americans
spend far less time cleaning—about
40% fewer hours in 2005 than in
1965, according to the University of
Michigan Institute for Social Re-
search. Adding new fragrances to
products also lets consumer-prod-
ucts makers employ their favorite
phrase: new and improved.

Scents are “the lowest-hanging
fruit as far as new-product innova-
tion is concerned—you don’t have
to change a capability or substanti-
ate a new claim,” says Krista Faron,
a senior analyst at market-research
firm Mintel International. Of 3,331
cleaning-product introductions last

year, 93% boasted a fra-
grance, more than twice as
many products as in 2004,
according to Mintel.

To better understand
“scent seekers,” P&G’s
name for consumers with
a nose for fragrance, the
company invites them to
its Consumer Village, a re-
search facility near its Cin-
cinnati headquarters. The
fully functioning kitchens
and bathrooms there—
decorated to reflect differ-

ent income levels—let researchers
read consumers’ reaction to fra-
grances in a realistic setting. P&G
recruits test participants who are
paid, on average, about $25, the
company says.

Testing rooms include one called
“Anita’s Kitchen,” which has Corian
countertops and stainless-steel ap-
pliances to suggest an upscale
household. Inside, Alyce Nicholson-
Sheehan, a P&G scent-trend expert,
gauges consumer reactions to possi-
ble fragrances for deodorizing

sprays, plug-in devices and candles.
Amid hanging kitchen towels, a ro-
tating spice rack and a sponge rest-
ing in the sink, there are few signs
the room is a testing lab. A small
camera sits on a canister near the
sink, and a curtained window frame
holds a surveillance mirror, behind
which researchers scrutinize test
subjects.

The first sniff a consumer takes
when entering the room is the most
informative, Ms. Nicholson-Shee-
han says. “I want to know whether
they say, ‘Hmm?’ or ‘Hmm!’ when
they walk in,” she says.

Body language matters, too. “A
pause or a nose twitch usually is not
a good sign,” Ms. Nicholson-Shee-
han says. A furrowed brow is prob-
lematic. “That means they’re trying
to figure it out,” she says. “If they
have to think about the scent, then I
know something isn’t quite right.”
She hardly ever asks consumers
what they want a cleaning product

to smell like. “They always say
‘fresh and clean,’ ” she says, shaking
her head.

Instead, test subjects are asked to
rate the intensity of a fragrance and
judge how long it seems to linger in
the room. Such qualities matter
when trying to win over the most vo-
racious scent seekers, a type of con-
sumer P&G calls “Expressive
Emma.” “For Emma, scent equals
clean,” Ms. Nicholson-Sheehan says.
“If a little bit of scent is good, a lot is
even better.”

Keeping Emma loyal to one
brand is difficult, though, because
she is always on the hunt for new
scents, Ms. Nicholson-Sheehan
says. P&G’s latest attempt to lure
her: a line of Febreze sprays, plug-
ins and candles called the Destina-
tions Collection, including Brazilian
Carnaval, Hawaiian Aloha and Mo-
roccan Bazaar. (Scottish Heather
didn’t make the cut.) The Moroccan
Bazaar scent is meant to seize on

the rising popularity of ginger notes
in high-end fragrances, P&G re-
searchers say.

“Its ginger and black-pepper
notes are the aromatic bridge to its
clean feeling, along with some wa-
tery pear,” says P&G senior per-
fumer Stacy Hertenstein, sniffing
the bottle.

P&G says “fragrance mega-
trends” seem to surface every de-
cade or so. Following the rise of cu-
cumber melon in the 1980s, scents
evoking rain were popular during
the 1990s. Over the past decade,
“linen” smells dominated, Ms.
Nicholson-Sheehan says.

Ginger might be too edgy to be-
come a megatrend, likely panning
out to be a fad, much as pomegran-
ate was over the past two years,
says Ms. Nicholson-Sheehan. She’s
betting the next megatrend will be
lavender vanilla.

Emily Van Laar, of Savage,
Minn., fondly remembers the smell
of Pine-Sol, ammonia, Windex and
Formula 409 that filled her child-
hood home when her mother
cleaned. Today, Ms. Van Laar, a re-
searcher in the pharmaceutical in-
dustry, uses vanilla-lavender-
scented Downy fabric softener on
her sheets and towels. “There’s a
satisfaction there when you know
they’re clean and smell good,” Ms.
Van Laar says. “I feel like I’m a
good Suzy Homemaker.”

Some cleaning-products mak-
ers have found they can’t let their
goods smell too pleasant. Clorox
bleach, available in fragrances
such as fresh meadow, clean linen
and lavender, takes care to keep
the original bleach scent faintly de-
tectable. “We tried covering it up,
and it didn’t work—consumers
still want the bleach smell, just
lighter,” says Michael Ott, director
of research and development for
Clorox.

Pine-Sol, also owned by Clorox,
avoids fragrances that seem too gen-
tle. Current Pine-Sol fragrances in-
clude Wild Flower Blast and Moun-
tain Energy.

“The scent experience needs to
be aligned with the message you’re
trying to communicate—Pine-Sol
needs to scream ‘power,’ ” Mr. Ott
says. “You’ll never have a rose-petal
Pine-Sol; that’s almost comical.”

Finding the right fragrance
name also matters, says June Ris-
ser, a senior brand manager for Rec-
kitt Benckiser Group’s Lysol disin-
fectants. Rather than naming last
year’s new Lysol disinfectant scent
after its lavender and floral notes,
the brand decided to call it Early
Morning Breeze. It quickly rose to
one of its best-selling products.

“When you wake up and start
your day, you smell fresh air; it’s
when the air smells best and the
breeze comes in,” Ms. Risser says.

Not everyone embraces the no-
tion that fragrance means clean.
Jeff Campbell, the author of books
on speed cleaning, says when he ran
a cleaning service in California, he
experimented with leaving fra-
grances on a cotton ball placed be-
hind clients’ couches to lend their
homes some scent. Mr. Campbell,
who years ago served as a Febreze
spokesman when the products fo-
cused more on odor elimination for
fabrics, says his cotton-ball experi-
ment didn’t work.

“We realized that clean doesn’t
smell the same to everybody,” says
Mr. Campbell. “There really is no re-
lationship between odors and clean.
To some extent it’s the opposite.
The lack of odor is clean.”

Alyce Nicholson-
Sheehan
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Procter & Gamble says a new scent is ‘inspired by the fragrance of fresh-ground
ginger that fills the air in the spice markets of Casablanca.’
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By August Cole

Northrop Grumman Corp. re-
ported record sales but still booked
a fourth-quarter loss Tuesday be-
cause of a $3.1 billion charge re-
lated to acquisitions—a rare sign of
how the stormy financial markets
can affect the otherwise ironclad
defense sector.

Northrop said its business opera-
tions aren’t affected by the charge,
which is tied to the falling value of
its stock and past acquisitions of
satellite maker TRW and shipbuild-
ers Litton Industries and Newport
News. The charge was “primarily
driven by adverse equity market
conditions that caused a decrease
in current market multiples and the
company’s stock price as of Nov. 30,
2008,” the company said.

However, like the rest of the de-
fense sector, Northrop’s core opera-
tions were strong. Contract back-
log reached $78 billion, a record
and an important measure of how
much work defense companies
have yet to do at a time of rising un-
certainty around big government
programs.

After reporting record sales for
2008, the company expects a fur-
ther increase this year. Northrop
Chairman and Chief Executive Ron
Sugar told investors during a con-
ference call that “we’re reasonably

comfortable that our program set
is solid, but like everybody else we
are going to wait and see how the
president’s budget lays out for
2010 and beyond.” The govern-
ment’s 2010 fiscal year starts Oct. 1,
2009.

Including the $3.1 billion
charge, the Los Angeles company’s
fourth-quarter loss from continu-
ing operations totaled $2.54 bil-
lion, or $7.76 a share.

A year earlier, the company re-
ported earnings of $457 million, or
$1.32 a share.

On an adjusted basis that ex-
cludes the charge, fourth-quarter
operating earnings were $524 mil-
lion, or $1.57 a share.

Fourth-quarter revenue hit
$9.2 billion, up 4% to a record. Reve-
nue was also a record for the year at
$33.89 billion. The 6.5% increase
brings the company’s annual sales
ahead of rival Boeing Co.’s Inte-
grated Defense Systems division
for the first time.

Northrop posts strong sales,
but big charge prompts loss

A helicopter crashed through a roof in Kenosha, Wis., in September.

Scrutiny grows over helicopter safety
U.S. transportation safety board set to open hearings that could lead to tougher regulation of industry

Lockheed said the bonus for its chief executive, Robert Stevens, was below market.

Lockheed increases CEO bonus

By Andy Pasztor

And Christopher Conkey

A recent rise in the number of fa-
tal helicopter crashes is prompting
the industry to concede that years
of voluntary U.S. regulations have
resulted in an unacceptably low
safety level.

On Tuesday, the National Trans-
portation Safety Board was set to
open a set of wide-ranging hearings
on helicopter safety that is ex-
pected to ratchet up pressure on
the Federal Aviation Administra-
tion to take a tougher stance on a
segment of commercial aviation
that has so far avoided the kind of
intense scrutiny airline travel has
faced.

The NTSB for years has champi-
oned stricter standards to protect
the estimated two million Ameri-
cans who ride in helicopters annu-
ally. But the FAA, along with much
of the helicopter industry, has re-
sisted implementing many of the
recommendations for stricter over-
sight, saying formal regulations
typically take too long to put in
place and could force many smaller
operators out of business.

Helicopter operators and manu-
facturers have successfully argued
against across-the-board require-
ments for increased maintenance
and additional safety equipment,
such as ground-collision warning
systems and night-vision goggles,
on the grounds that they are costly
and unnecessary. They instead
have preferred voluntary compli-
ance.

But some recent incidents have

highlighted a safety situation that
chopper manufacturers and opera-
tors now say is untenable. Only
some operators have taken steps on
their own. While airline-safety lev-
els have climbed steadily over the
years, crash rates for choppers
haven’t budged in two decades.

Even as helicopters become an
increasingly crucial component of
executive travel, tourism and indus-
tries such as oil and gas explora-
tion, by some measures the odds of
being in a serious chopper accident
are roughly 300 times greater than
for U.S. airline passengers. Emer-
gency-medical crashes alone
claimed at least 35 lives since late
2007, roughly twice as many as dur-
ing the previous 12 months.

“What we’re looking for is stron-
ger oversight toward risk assess-
ment, decision making and technol-
ogy,” said Matthew Zuccaro, presi-
dent of Helicopter Association In-
ternational, a trade group in Alexan-
dria, Va.

The FAA’s focus on voluntary in-
dustry compliance was intended to
provide “a good head start” to im-
prove safety, according to spokes-
woman Laura Brown.

The FAA said it now will likely
step up its oversight and is “consid-
ering possible rule making,” Ms.
Brown said. The agency favors
drafting a “long-term safety initia-
tive” requiring installation of flight-
data recorders on helicopters and
enhanced training for dispatchers
of emergency-medical choppers,
she said.

Royal Dutch Shell PLC’s Gulf of
Mexico operation temporarily

stopped flying at least 12 Sikorsky
S-76C models, built by a unit of
United Technologies Corp., until in-
vestigators figure out why both en-
gines on one helicopter shut down

several weeks ago enroute to an oil
platform, killing eight people.
Safety officials eventually are
likely to make further recommenda-
tions focused on improving the

safety of such offshore flights.
One roadblock to new safety

rules, air-safety experts say, is that
basic engineering, maintenance
and operational shortcomings of
some fleets currently go over-
looked. “Many helicopter design is-
sues that could be fixed relatively
simply are not getting fixed” be-
cause regulators aren’t mandating
the changes, said David Hoeppner,
a University of Utah engineering
professor who specializes in analyz-
ing metal fatigue and parts reliabil-
ity on helicopters.

Given their extensive vibration
and peculiar aerodynamics, helicop-
ters require significantly more
maintenance per hour of operation
than airplanes. Yet FAA rules for ap-
proving new models, ensuring reli-
ability of backup systems and col-
lecting data about in-service per-
formance are less stringent. “The
industry has been in a state of de-
nial about the problems for some
time,” said Kansas City, Mo., attor-
ney Gary Robb, who has won some
of the largest damage awards
against the industry.

In addition to equipment, the
NTSB hearing is expected to stress
the importance of beefed-up train-
ing so pilots and flight dispatchers
can better understand and cope
with weather, terrain and other haz-
ards. Some safety experts are push-
ing for a technical approach that
combines installing digital flight-
data recorders with onboard cam-
eras designed to record a helicop-
ter’s flight path. After a crash, they
would help investigators unravel
what happened.

By August Cole

At a time when captains of the
auto industry and Wall Street are
seeing their compensation wiped
out, defense contractor Lockheed
Martin Corp. has raised its chief ex-
ecutive’s target bonus and is doling
out special stock awards to a hand-
ful of other senior executives.

At his request, Lockheed Chair-
man and CEO Robert Stevens will re-
ceive no salary increase this year
from 2008.

But the company is raising his
target bonus, essentially, his added
cash if the company meets perform-
ance expectations, to 150% of his
base salary instead of 125%. The ac-
tual bonus can be much larger or
smaller, depending on the compa-
ny’s performance.

The annual target bonus of
Ronald Sugar, chairman and CEO of
rival Northrop Grumman Corp., is
130%.

According to Lockheed’s most re-
cent proxy filing, Mr. Stevens’s sal-
ary for 2007 was $1.63 million plus a
bonus of $3.9 million. But Lock-
heed’s total compensation cost
reached $30.9 million, a figure that
includes such items as salary, pen-
sion gains and accounting expenses
associated with stock grants. De-
tails of his compensation for last
year are expected to be filed this
spring, a Lockheed spokesman said.

“Recent survey information for
CEO positions revealed that the ex-
isting target-award percentage for

Mr. Stevens was below market,”
Lockheed wrote in a Securities and
Exchange Committee filing on
Wednesday.

Lockheed capped a record year
in 2008 when it reported $42.73 bil-
lion in sales and $3.22 billion in net
income, reflecting growth during
the Bush administration’s ramp-up
of military and government con-
tracting. Lockheed’s profit and sales
are expected to rise further this
year.

Lockheed, Bethesda, Md., which
leads the Pentagon’s $300 billion
F-35 Joint Strike Fighter program
and is the U.S. government’s biggest
defense contractor, also is handing

out special restricted stock awards
to five executive vice presidents
that the company wants to make
sure won’t be wooed away. The
awards vest over three years and
are forfeited if the executive leaves
before then.

The executives include the heads
of Lockheed’s business units and
Chief Financial Officer Bruce Tan-
ner. The largest award, 40,300 re-
stricted-stock units, went to Chris
Kubasik, a former Lockheed finance
chief who now runs the company’s
electronic-systems business.

The target bonuses for these ex-
ecutives remains at 75% of their sal-
ary.
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This fund manager proves a hot property
Investors in U.K. firm
balked at vet’s exit.
So, AEW struck deal

By William Boston

SPECIAL TO THE WSJ
LONDON—Veteran fund man-

ager Ric Lewis got an unusual going-
away present from his former em-
ployer, AEW Europe, when he left
the firm to launch his own property-
investment company, Tristan Capi-
tal Partners.

Typically, investment firms jeal-
ously guard their franchises when
fundmanagers leaveto formcompet-
itive firms. But in this case, AEW has
agreed to outsource management of
two funds Mr. Lewis had been run-
ning for AEW to Tristan.

Why?
Investors in one of AEW’s key

funds, unhappy over Mr. Lewis’s deci-
sion to leave, intervened and per-
suaded AEW and Tristan to work out
anagreementthatwillkeephimatthe
steering wheel. AEW will retain Mr.
Lewis as an adviser for its European
funds. In at least two of the funds, Mr.
Lewiswillreceive ashare ofanyprofit
and he also will continue to work out
of AEW Europe’s London offices.

Though a shotgun wedding, the
deal keeps AEW’s new vulture fund
from blowing up and it gives Mr.
Lewis the opportunity to build an in-
vestment platform. “The investors
made clear that Ric was a key piece
ofthefundthey investedin,”saysJef-
frey Furber, CEO of AEW Capital
Management. “It was important to
me to make this work for both of us.”

The consternation over Mr.
Lewis’s departure shows how jittery
investors are as the storm hitting the
world economy bears down on the
commercial real-estate industry.

Last year, Mr. Lewis played a key
role in raising Œ788 million ($1.01 bil-
lion) for AEW’s European Property
Investors Special Opportunities LP,
a vulture fund that closed in May.
The EPISO fund is AEW’s main vehi-
cle to buy European property on the
cheap. In addition to the Œ788 mil-
lion in equity, the fund has Œ500 mil-
lion in debt financing in the form of a
four-year revolving credit line from
Royal Bank of Scotland Group PLC.

Investors in the fund feared that
Mr. Lewis’s departure meant some-
thing was wrong at AEW. Shortly be-
fore Christmas, investors sent AEW
management a letter threatening to
withdraw their money from the EP-
ISO fund unless the company kept
Mr. Lewis involved in its manage-

ment, Mr. Furber acknowledges. “In-
vestors were very pleased to hear
that he would stay involved,” he says.

Mr. Lewis believes that the prop-
erty prices in some European mar-
ketshavefallenfarenoughtobeginin-
vesting again. Property values have
fallen 34.3% in the U.K. since July
2007, accordingto research group In-
vestment Property Databank.

“This is presenting one of the
greatest opportunities of the past 20
or 30 years,” Mr. Lewis says.

Mr. Lewis joined AEW Capital
Management in 1987. He held various
jobsintheBoston-basedcompany,in-
cluding co-leading its restructuring
group from 1990 to 1992 during the
last big commercial-property melt-
down. That experience is helping
him navigate the current crisis.

“I’ve seen a restructuring market
before,”hesays.“To knowhowsome-
thing works, you have to know how
to fix it when it’s broken.”

In 1999, Mr. Lewis moved to Lon-
don to build AEW’s European busi-
ness. He created a company called
Curzon Global Partners, which be-
came AEW’s European brand.

AEW was formed as a three-way
partnership in 1981. The company
was acquired in 1996 by Copley Real
Estate Advisors, a unit of New Eng-
land Life, and the name was changed

to AEW Capital Management. Since
then, AEW’s ownership has changed
hands several times.

AEWis nowowned by NatixisGlo-
bal Asset Management, a Œ600 bil-
lion investment joint venture of
French banks Caisse d’Epargne and
Banque Populaire. Natixis folded

Curzon’s operations into its Euro-
pean business and renamed it AEW
Europe in October 2007. It dropped
the Curzon brand from all products
in November 2008.

Mr. Lewis says he was disap-
pointed when AEW decided to retire
the Curzon brand, which Mr. Furber
says he understood. “He’d built this
business up and felt a personal loss
over the loss of the Curzon name,”
Mr. Furber says.“But I wanted to cre-
ate a global platform and the name
was confusing investors.”

Mr. Lewis says he wanted to do
something more entrepreneurial. “I
want to go back to running a bou-
tique investment manager,” he says.

The EPISO fund has already made
three acquisitions. In August, EPISO
teamedup withMountgrangeInvest-
ment Management LLP to purchase a
portfolio of 28 U.K. retail and office
properties with an expected net ini-
tialyield of7.5%for£139.5million.EP-
ISO made a second acquisition in Oc-
tober, this time a joint venture with
Cleaveland Asset Management. They
purchased a portfolio of 32 office as-
sets in France for Œ145.6 million from
Crédit Agricole Asset Management.
In January, the EPISO fund pur-
chased a warehouse facility occupied
by the Sainsbury grocery chain for
£60 million, reflecting a yield of 8.1%.

When veteran property investor Ric
Lewis left AEW to start his own firm,
AEW’s investors cried foul.
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Citroën set to revamp its brand

GM, Chrysler cut further
Worker buyouts
will include cash
and vehicle vouchers

New ‘Halo’ cars make
sharp turns in hard times
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By David Pearson

PARIS —As car makers around
the world struggle to stay afloat,
France’s PSA Peugeot-Citroën is go-
ing ahead with plans conceived be-
fore the slump to revitalize its Cit-
roën brand with a new logo and a
more up-market product line.

The revamp aims to shake off
the brand’s image as a maker of
solid, innovative but unexciting ve-
hicles and appeal to younger car
buyers as well as their parents. It’s
also designed to give dealerships
cars that attract a wider range of
customers than they see at
present, people at the company fa-

miliar with the plans said.
The makeover, to be presented

to Citroën dealers on Feb. 4 and un-
veiled to the press on Feb. 5, in-
cludes a redesign of the brand’s
celebrated double-chevron logo
that has been Citroën’s emblem
for 90 years, gracing such design
icons as the bug-eyed DS and the
compact 2CV. The inverted Vs that
make up its logo are expected to
lose their sharpness and look
more like a boomerang.

Logo redesigns aren’t unusual
but don’t happen often. The current
version of Citroën’s double-chevron
badge has been in service for 25
years. The rampant lion logo of Cit-

roën’s sister brand Peugeot was last
updated in 1995.

Citroën declines to say how
much the rebranding cost, but
noted that the redesign and re-
vamp began in 2007 and says it
isn’t a response to the sales slump
that kicked off in the second half
of last year.

Over the past 10 years, Citroën
has seen a 40% increase in volume
sales, driven by an expanded cata-
log of vehicles and a move into new,
fast-growing foreign markets, al-
though it doesn’t have an official
sales network in the U.S. It hasn’t es-
caped the downturn. Citroën, the
smaller of Peugeot-Citroën’s two
brands, saw its world-wide sales
dwindle by 7.2% in 2008 to 1.36 mil-
lion vehicles, dragged down by col-
lapsing markets in both mature and
less-developed countries.

A keystone of Citroën’s rejuvena-
tion is expected to be the gradual in-
troduction of a line of vehicles with
premium features—top-end vari-
ants of mainstream models in the
brand’s lineup.

Citroën designers are working
on a production derivative of the
C-Cactus, a concept car that’s been
around for a year or so that was
supposed to show the same charac-
teristics but not design as the
iconic 2CV: simplicity, utility, econ-
omy, and playfulness. It could be
one of their first all-electric cars,
but won’t be on the market before
2010 or 2011.

General Motors, which makes the Cadillac cars above, is planning a new round of
buyouts targeting the company’s 22,000 retirement-eligible hourly employees.

FOCUS ON AUTOMOBILES

By Christoph Rauwald

FRANKFURT—New-car registra-
tions in Germany, Europe’s biggest
auto market, declined 14% in Janu-
ary, the German car makers associa-
tion said Tuesday, though it added
that a Œ2,500 ($3,211) incentive to
scrap old cars should spark demand.

The car makers group, VDIK, said
189,400 vehicles were registered in
Germany last month, down 14% from
a year earlier.

“It was foreseeable that January
wouldn’t bring the trend reversal.
But we can look forward to the com-
ing months with optimism,” thanks
to the scrapping incentive, VDIK Pres-
ident Volker Lange said in a state-
ment. Recent order-intake figures
are “significantly above the prior-

year level,” Mr. Lange said, without
providing further details.

“The difficult situation is unlikely
to change in the first half of this year,
but we expect less severe declines in
February,” Merck Finck analyst Rob-
ert Heberger said.

Monday, deteriorating car sales
figures for Spain, Italy and France un-
derscored the woes embroiling the Eu-
ropean auto market as the economic
downturn continued to hurt con-
sumer spending on big-ticket items.
Western Europe is a crucial source of
earnings for global auto makers.

After steep falls in 2008, Spain
and Italy continued to see demand
for cars evaporate further in January.
Sales in Italy declined 33% to 157,418
vehicles. Spain was hit harder with a
42% slump to 59,385 vehicles.

German car registrations decline

A WSJ NEWS ROUNDUP

General Motors Corp. and
Chrysler LLC, under pressure to
comply with viability require-
ments set by the U.S. Treasury De-
partment, plan to soon unveil attri-
tion programs to trim labor costs
further.

GM spokesman Tony Sapienza
said the buyouts will mainly target
GM’s 22,000 retirement-eligible
hourly employees, though any
union employee can take the offer.
He said employees will be in-
formed of the specifics of the offer
on Friday.

GM and Chrysler, recipients of
federal loans to help them survive
a severe slump in auto sales, must
submit plans to the government by
Feb. 17 on how they intend to get
back on track. Cutting hourly la-
bor costs represents a substantial
portion of what is expected to be
included in those plans.

A UAW spokesman couldn’t be
reached to comment.

According to people familiar
with the situation, GM union offi-
cials have been told that the pro-
gram is intended to “address the
number of surplus employees and
create the potential for hiring en-
try-level employees when the busi-
ness environment improves,” ac-
cording to these officials.

All hourly employees will be able
to retire either on a normal or a vol-
untary basis, depending on their ten-
ure, and receive a $25,000 vehicle
voucher and $20,000 cash, accord-
ing to people familiar with the mat-

ter. The vehicle voucher will be valid
for 18 months.

GM told union officials that
there are certain restrictions be-
ing placed on the company’s plan
by the Treasury Department, in-
cluding restriction of the use of
pension funds to pay for attrition
packages.

For Chrysler, retirement-eligi-
ble workers who leave will get a
$50,000 incentive plus a $25,000
Chrysler vehicle voucher, accord-
ing to a union official who re-
viewed a notice from the company.
Workers who take a buyout and
leave with no retiree health-care
benefits get $75,000 and a
$25,000 car voucher, the person
said. Last year, retirement-eligi-
ble workers received $70,000,
while those who took buyouts got
$100,000.

“Given the difficult economic
and market conditions in the U.S.,

Chrysler LLC determined in De-
cember 2008 that it would offer an-
other phase of special [attrition]
programs,” Chrysler spokes-
woman Shawn Morgan said with-
out confirming details of the offer.

The majority of unionized
hourly workers will have until Feb.
25 to decide, she said.

She said the original plan was
to offer the program in December
and January, but “due to the fact
that many of the company’s facili-
ties had suspended production for
extended periods in December and
January, the program offerings
are being rolled out now.”

A Ford Motor Co. spokes-
woman had no comment on
whether the auto maker will offer
a similar program.

Ford hasn’t asked for a federal
bailout.
 —Alex P. Kellogg

contributed to this article.

By Joseph B. White

Looking for an emblem of the
times?Checkouttheturnautocompa-
nies in the U.S. are executing with the
conceptof the “halo car.”

A halo car is a vehicle built prima-
rilyfor the purpose of promoting a car
maker or its brand. Halo cars have
come in various guises over the de-
cades, but auto designers and market-
ershavegenerallystuckwithafamiliar
formula: engineer a convertible or a
sporty coupe with aggressive styling
and plenty of power under the
hood—oratleast,plentyofpowerrela-
tivetothecar’sweight.Thecompany’s
public relations department would
sprinkle the car with plenty of fairy
dust, and the factory would build just
enough to give every dealer a few to
plant on the lot next to all the hum-
drum sedans and family haulers.

These cars (and sometimes
trucks) also have served as emblems,
even funhouse reflections, on Ameri-
ca’s cultural mood swings—at least
how Detroit perceives them.

When Chrysler got into trouble
during the early 1990s, the company
reached into its bag of tricks and pro-
duced an outrageous car called the
Dodge Viper. The Viper was an in-
your-faceDetroitreinterpretationof
an exotic Italian sports car. The Vi-
per’s exterior design borrowed the
proportions of a 1960s Shelby Cobra
racecar,butfortifiedwithalargebot-
tle of steroid pills. Under the hood
was a modified V-10 truck engine.

Launching the Viper made abso-
lutely no businesssense in the context
ofthesoureconomyofthattime.Butit
diddeliveraproudDetroitsalutetothe
hand-wringers who worried then that
AmericawasabouttobeeclipsedbyJa-
pan. The Viper was Chrysler’s way of
saying that at least one American car
makerwasn’t dead, yet.

Buoyedinpartbythekindofbrash
styling and fondness for horsepower
symbolized by the Viper, Chrysler re-
bounded later in the 1990s to do very
well before selling itself to Daimler-
Benz AG in 1999. The Viper is still in
production today and is one of a very
fewcarsyou can buy thatis still made
in the City of Detroit.

Now, a new era of sinking sales, di-
minished economic expectations and
anxiety about the environmental toll
of20thCenturyindustrial-agetechnol-
ogyisproddingautomakerstorethink
thewhole idea ofthe halo car.

Old-school halo cars tempted with
extremehorsepower.Newhalocarsat-
tract attention with super-clean driv-
etrains that use far less petroleum, or
better, none at all.

Old halo cars borrowed their
looksfrom classicdesigns oftheauto
industry’s fossil-fuel chugging past.
New halo cars seek inspiration from
consumerelectronics and communi-
cations technology.

GM’sViceChairmanforProductDe-
velopment Bob Lutz personifies the
auto industry’s new read on the cul-
ture. Mr. Lutz championed the Viper
duringhisyearsatChrysler.Heusedto
dismiss hybrid cars as expensive
money losers that didn’t return
enoughinfuel-costsavingstoconsum-
ers to cover the additional price of the
electric power system.

But about four years ago, Mr. Lutz
and his colleagues saw that Toyota
was getting an enormous reputation
boost out of its high-mileage Prius hy-
bridthattranscendedpracticalconsid-
erations such as profit per vehicle or
out-of-pocket costs to the buyer. In
otherwords,thePriusisahalocar—dif-
ferent fromtheViperbutnot sodiffer-
entinintentorimpact.Now,Mr.Lutzis
a driving force behind the develop-
ment of the Chevrolet Volt at GM, an
electric car with a small gasoline en-
gine forbackup power.

CancarsliketheChevroletVoltbe-
come the halo cars of the future—the
kinds of cars that excite American
consumerstotradeintheir20thCen-
tury rides and give the industry the
boost it so badly needs?

At this week’s auto show in Wash-
ington, D.C., industry executives and
show organizers are putting a spot-
light on vehicles that run on some-
thing other than petroleum. They in-
cludecars such asthe Volt, the Fisker
Karma, a sports car that uses an elec-
tric-drive system similar to the
Volt’s,theHondaFCXfuelcellmodel,
the Mini E electric car and an electric
car from Mitsubishi.

These are the sort of cars cur-
rently in style with Washington’s po-
litical leaders—who are bankrolling
General Motors Corp. and Chrysler
LLC—and with the influential slice of
the U.S. buying public that believes
it’s time to act on climate change by
curbing the greenhouse gases
pumped out of car engines.

But these low volume halo cars
don’trepresentrealityformostAmeri-
cans. At an estimated $40,000 a piece,
Chevy Volts will be relatively high
pricedcompared to other Chevrolets.

The auto industry’s challenge as it
fights toward the light at the end of a
very long economic tunnel will be to
get beyond the mere symbolism of
halo cars, and create mainstream cars
that offer appealing styling and im-
proved efficiency.

By Ola Kinnander

STOCKHOLM—Scania AB Tues-
day posted a 44% decline in fourth-
quarter net profit amid sagging de-
mand for its vehicles, and said it is
dismissing 2,000 workers on tempo-
rary contracts in a move to cut costs.

The Swedish truck maker said net
profit came to 1.52 billion Swedish
kronor ($181.6 million), compared
with 2.71 billion kronor a year earlier.
Revenue fell 7.7% to 22.66 billion kro-
nor from 24.54 billion kronor.

Orders in the latest quarter
plunged to 2,423 trucks and buses
from 26,007 vehicles a year earlier.

To save money as production
stands nearly still, Scania said
about 2,000 workers with tempo-
rary contracts will be let go—a re-
duction to 10,000 from 12,000 tem-
porary employees. At the end of
the year, Scania had 34,777 em-
ployees. The company said it still
has a surplus of production work-
ers but that it will retrain perma-
nent employees in the first half of
2009 instead of laying them off.

Swedish peer Volvo AB, the
world’s second-biggest truck maker
by sales after Daimler AG, is sched-
uled to report earnings on Friday.
 —Ian Edmondson

contributed to this article.

Scania’s net profit plunges 44%
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Detroit’s new ‘Halo’
cars make sharp turns
in hard times. Page 5
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Tracking your friends the Google way
Mobil-device service
allows users to share
their every move

By Nick Wingfield

And Pui-Wing Tam

It’s been decades since Ameri-
cans had this much time on their
hands and—thanks to the Web—
never have there been so many op-
portunities to burn it.

In November, Julia Otto was
headed to her first day on a new job,
car keys in hand, as an administra-
tive assistant with a New Orleans con-
struction company when her phone
rang. Her position was eliminated be-
fore she even started.

Now, when she’s not sending out
resumes or doing household chores,
the 43-year-old spends several
hours a day playing games. Her favor-
ite is an adventure-puzzle game
called “Mystery Case Files: Return
to Ravenhearst,” where she hunts
for clues inside a spooky mansion to
unlock a mystery. She spends about
$7 a month playing games on the Big
Fish Games site.

“They’re an affordable way to
help forget,” says Ms. Otto. “It’s not

soap operas and chocolate.”
As Americans—grappling with

layoffs and grim economic news—
try to find ways to fill their time, the
Internet is helping people with job
searches. But the medium is perform-

ing another important role: a social
anesthesia that distracts people
from the stress of unemployment.

Internet games, gambling and
other forms of online entertainment
have seen significant surges in use in

the several months since the eco-
nomic downturn deepened. Social-
networking services like Facebook,
blogs and discussion forums—all
well-known time sinks even during
good times—are also seeing strong
growth. Some purveyors of online
entertainment say business has
never been so good for them.

Robert Kraut, a professor of so-
cial psychology and human com-
puter interaction at Carnegie Mellon
University in Pittsburgh, says games
and other forms of entertainment
can provide escape for people
steeped in anxieties about the econ-
omy.“There’sevidencethesedistrac-
tionshavea psychologicalbenefitbe-
cause they prevent a downward spi-
ral of rumination,” says Dr. Kraut.

The trend echoes the escape
mechanisms that people in the U.S.
turned to during the Great Depres-
sion in the 1930s. At the time, people
paid a nickel to spend entire after-
noons and evenings watching films
featuring Charlie Chaplin and oth-
ers, cartoons and newsreels, says
Gary Handman, a director at the Me-

dia Resources Center at the Univer-
sity of California at Berkeley.

Mr. Handman believes the Inter-
net is assuming a similar role now in
part because of how relatively inex-
pensive it is compared with, say, a $10
movieticketthatbuysonlyacoupleof
hours of entertainment, even though
movie attendance is strong. “The In-
ternet, in particular, has blown every-
thing else away,” Mr. Handman says.
“People are getting their entertain-
ment for free wherever they can.”

Many online entertainment cate-
gories were seeing steady growth
even before the economy took a turn
for the worse a few months ago, and
public interest in the November U.S.
presidential election also drove traf-
fic to online video, social networking
and other sites. But the sudden rise
in usage in some online categories at
the end of 2008 stands out from past
growth trends.

The number of visitors to online
game sites jumped 29.9% during the
fourth quarter of last year, compared

Please turn to page 30

Out of office: Job loss in the age of blogs and Twitter

Scent of a Moroccan bazaar too edgy?
New products aimed at ‘scent seekers’ are
changing the fragrance of clean. Page 30

By Katherine Boehret

F
OR THE past week, I’ve
been stalking my sister,
my boyfriend and my
boss. They’ve also been
stalking me, and we still

like one other.
All four of us have been using an

application that, once downloaded
onto a mobile device, uses location-

based technology
to track its user’s
movements. The
app then displays
the user’s location

on a map for friends to see, so they
can know where the person is at all
times.

We used Google Latitude, a new
feature in the search giant’s Google
Maps mobile application as of
Wednesday. People can get this if
they upgrade their current version
of Google Maps or install Maps for
the first time. It works on Google’s
G1, most color BlackBerrys, most
Windows Mobile devices and some
other smart phones. Google says it
will soon work on the iPhone, iPod
touch and Sony Ericsson phones.

Google is arriving late to the
party where location-based apps
like Loopt (Loopt.com) from Loopt
Inc. and Where (where.com) from
uLocate Communications are al-
ready following people on a variety
of mobile devices ranging from ba-
sic cellphones to iPhones. These
apps rely on GPS satellites, Wi-Fi or

cellular towers to locate you and
your friends and then use this data
to encourage people to find nearby
attractions, local information or so-
cial networks.

Latitude is an opt-in only ser-
vice, meaning no one can see your lo-
cation—or vice versa—without per-
mission. It uses either GPS satellites
or cell-tower and Wi-Fi location
technology depending on your mo-
bile device’s specifications and
what’s most available in certain
spots. My trusted testers and I used
Google Latitude on three different
kinds of BlackBerrys: the Pearl 8130,
Curve 8320 and Curve 8900. Of
these three, only the 8900s made
use of GPS.

Along with their locations,
friends can share other information
on Latitude by updating a status
line or changing their picture,
which appears as a tiny representa-
tive icon on a map. Changes to one’s
status or picture will be reflected in
Google Talk, Google’s instant-mes-
saging tool, but this doesn’t inte-
grate with other status-related so-
cial-networking programs like Face-
book or Twitter, and thus may sad-
dle people with another status en-
try to update.

It’s easy to find fault in Latitude
since it often spots people inaccu-
rately, including showing my sister
in Boston’s Charles River, rather
than in a neighborhood along the
river. It's worth noting that tracking
technology in general, including
GPS, can be inaccurate. But even
with these inaccuracies, my friends
and I liked finding one another on
our respective maps and used this
geographic information to send loca-
tion-specific messages to each other:
I joked with my boyfriend about not

leaving his house on time for a din-
ner and commended my sister on get-
ting up early for church on Sunday.

Usability issues aside, location-
based services like Latitude can be
just plain creepy, especially when a
Big Brother like Google is tracking
your whereabouts. So Google incor-
porated easy-to-change privacy set-
tings so that locations can be auto-
matically detected, manually en-
tered or completely hidden from
other people. Or people can sign out
of Latitude altogether.

Likewise, users can adjust the
level of geographic information
they’re willing to share with each
person. For example, I might want
to share with my boyfriend my best
available location information, like
a specific spot on a street, and only
share city-level location informa-
tion with my boss.

The city-level information would
be helpful for my parents, who often
wish they had a better idea of when
I’m traveling for work and where I’ll
be. But my parents aren’t likely to
download Google Latitude onto
their mobile devices anytime soon.
For them, a special Latitude widget
in iGoogle—Google’s personalized
home page feature on a PC—might
be best. This widget is also useful
for people who may have Latitude
on a mobile device but are sitting at
their desks and want to see where
their friends are.

As expected, Latitude worked dif-
ferently between me and the people
who live in the same area, compared
with how it worked between me and
people who live hundreds of kilome-
ters away, like my sister in Boston.
For example, my boyfriend and I are
more likely to use our respective lo-
cations to plan where we’ll meet for

dinner, while my sister’s current lo-
cation is just fun to see. My sister
and I know one another’s neighbor-
hoods well enough to have an idea
of where the other was, and we felt a
little more plugged in with each oth-
er’s lives when we saw one another
on our maps.

People who live in urban settings
will likely use Latitude differently
than those who live in the suburbs.
One of my testers noted that it could
be fun using Latitude to see where
friends are out in a city on any given
night. But because Latitude some-
times pegs people’s locations as a lot
farther away than they are—one test
spotted a friend over two kilometers
away from his real location— this
might be tough data to go on.

After using Latitude for a while, I

grew to recognize familiar location
mistakes like home or work, and
knew where my friends actually
were. But it’s unfortunate that loca-
tions aren’t more accurately marked.

Latitude returned the most pre-
cise location results when determin-
ing where the two GPS-using Black-
Berry Curve 8900s were at any given
time, though these spots still
weren’t perfect. If a mobile device
doesn’t have GPS or if GPS simply
isn’t available in the area, cellular
towers and Wi-Fi will help a deter-
mine location. These alternate meth-
ods use less battery than GPS, so
they will work instead of GPS when
Google Maps isn’t running in the
foreground of a device.

Latitude users can opt to allow
their location to automatically up-
date every several minutes while
they’re moving. A Friends List that
appears with the map lists people in
order of who is moving or who
moved most recently. Users can send
text messages or call friends directly
from this list, or find nearby spots
like bars or movie theaters by typing
into a search box; restaurant infor-
mation includes ratings and reviews.
Directions to and from friends’ loca-
tions are also available, and you can
plan your route via car, mass transit
or walking.

Location-based services like Lati-
tude are great for keeping tabs on
friendsand could even come inhandy
in other situations—such as when
parents want to where their kids are
or when elderly relatives want to let
someone always know their where-
abouts. But I wouldn‘t want to de-
pend on them in an emergency.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com
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Latitude shares someone’s location,
status and photo with friends.

During the Great Depression, many unemployed workers in the U.S. spent entire
afternoons watching films at movie houses like this in Eugene, Ore.

THE MOSSBERG
SOLUTION
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SAS Chief Executive Mats Jansson announced a restructuring plan that includes
cutting 8,600 jobs and selling or outsourcing some operations.

SAS to slice work force
Airline to sell assets,
launch rights issue
as its loss broadens

By Ola Kinnander

STOCKHOLM—Airline SAS AB
unveiled a major overhaul Tuesday,
saying it plans to cut nearly 40% of
its work force, sell assets and
launch a rights issue to fund the re-
structuring. The announcement
came as the Scandinavian carrier
reported a wider fourth-quarter
net loss, hurt by a write-down re-
lated to Spanair, its unprofitable
Spanish unit.

Shares in SAS fell 19% in a
broadly higher Stockholm market.

SAS’s restructuring plan is

aimed at restoring stability after a
difficult 2008.The plan’s main fea-
tures include a focus on the Nordic
market and business travelers; a
new, more efficient organization;
an improved cost base; and a
strengthened capital structure.

As part of the restructuring,
SAS said it plans to cut about 8,600
jobs from its work force of 23,000
by laying off about 3,000 employ-
ees and cutting an additional 5,600
positions as it sells or outsources
various operations. To focus on the
Nordic market, SAS said it would
sell stakes in airlines such as Air
Greenland, BMI and Estonian Air-
ways. SAS also will ground an addi-
tional 14 planes.

The company said it needs fresh
capital to implement the restructur-
ing, and is seeking six billion Swed-
ish kronor ($717 million) in a rights

issue. The rights issue is backed by
the governments of Sweden, Den-
mark and Norway, which together
own half the airline, and by its larg-
est private shareholder, the Wallen-
berg Foundations. J.P. Morgan
Chase & Co., Nordea Bank AB and
Skandinaviska Enskilda Banken AB
are expected to underwrite the
rights issue, SAS said.

For the three months ended
Dec. 31, SAS posted a fourth-quar-
ter net loss of 2.77 billion Swedish
kronor, compared with a loss of
596 million kronor a year earlier.
SAS’s revenue fell to 12.92 billion
kronor from 13.01 billion kronor a
year earlier.

The results were weighed down
by a charge of 2.18 billion kronor re-
lated to the disposal of Spanair.
SAS said Friday that it sold 80.1% of
the unprofitable airline to a public-

private consortium from Spain’s
Catalonia region for Œ1 ($1.28).

SAS said it is benefiting from a
lower jet-fuel price, and that a deal
struck with unions last month will
save it 1.3 billion kronor annually.

Last year “will probably go
down in history as one of the most
challenging and turbulent years
that the entire aviation industry
has ever experienced,” SAS Chief
Executive Mats Jansson said in a
statement.

Airlines were battered in 2008
by record-high fuel prices and dwin-
dling demand as consumers tight-
ened their belts amid a widespread
economic downturn. SAS suffered
more than most carriers. It was
forced to replace its fleet of 27
Dash 8 Q400 turboprops, which are
made by Bombardier Inc., after
three nonfatal accidents. In Au-
gust, a Spanair plane crashed in
Madrid, killing 154 people.

Orion Securities analyst Alex-
ander Solovjov said SAS’s rights is-
sue and the likely difficulties it will
have in implementing its far-reach-
ing restructuring plan probably
will keep the airline’s share price
“depressed for some time.”

FOCUS ON AVIATION
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By Jan Hromadko

FRANKFURT—German flag car-
rier Deutsche Lufthansa AG raised
its 2008 earnings outlook Tuesday,
saying its fourth-quarter results
were better than expected.

Based on initial estimates, the
airline said it now expects to report
operating profit of Œ1.3 billion ($1.7
billion) for 2008. Its previous projec-
tion was Œ1.1 billion.

“Lower revenues associated
with a noticeable slowdown in de-
mand were offset by cost reductions
as a result of the decreasing fuel
price and favorable valuation ef-
fects,” Lufthansa said. A company
spokeswoman said the valuation ef-
fects include currency-exchange
rate gains.

Lufthansa shares gained 7.8% in
Frankfurt trading Tuesday.

The raised profit outlook demon-
strates the German carrier is better
positioned than its main rivals, said
UniCredit analyst Uwe Weinreich.
For instance, Lufthansa’s fuel hedg-
ing is more flexible than that of Air
France-KLM SA.

Air France-KLM and British Air-
ways PLC both issued profit warn-
ings last month for their fiscal years
ending March 31.

Mr. Weinreich warned that
Lufthansa, like its rivals, will feel
the market deterioration this year.
“We expect Lufthansa’s 2009 operat-
ing profit to come in at around Œ492
million,” he said, but called it a very
conservative estimate.

Lufthansa will report its 2008 re-
sults March 11.

Lufthansa raises
outlook for ’08
as costs decline
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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.

3.77% 9 World -a % % 157.15 1.11% –42.4% 6.11% 9 U.S. Select Dividend -b % % 488.39 –0.55% –40.5%

3.16% 11 Global Dow 999.20 0.05% –37.2% 1364.25 0.44% –44.9% 4.81% 12 Infrastructure 1227.80 –0.12% –28.3% 1504.91 0.27% –37.0%

4.79% 9 Stoxx 600 189.80 1.86% –40.5% 183.81 3.16% –47.3% 2.81% 5 Luxury 533.20 –0.59% –43.3% 581.18 –0.20% –50.2%

4.82% 9 Stoxx Large 200 206.70 1.96% –40.0% 199.09 3.26% –46.8% 2.84% 6 BRIC 50 240.00 0.49% –51.6% 294.17 0.88% –57.5%

4.66% 10 Stoxx Mid 200 164.00 1.27% –41.6% 157.99 2.56% –48.3% 4.18% 3 Africa 50 511.70 0.08% –52.2% 421.19 1.35% –57.7%

4.52% 10 Stoxx Small 200 98.00 1.47% –45.5% 94.34 2.76% –51.7% 7.74% 4 GCC % % 1095.37 1.32% –62.4%

4.91% 8 Euro Stoxx 206.70 1.72% –41.8% 200.17 3.01% –48.4% 4.60% 9 Sustainability 628.60 0.11% –37.2% 686.66 1.15% –44.5%

4.91% 8 Euro Stoxx Large 200 221.80 1.86% –42.0% 213.47 3.16% –48.6% 2.98% 10 Islamic Market -a % % 1395.58 1.35% –36.1%

4.87% 9 Euro Stoxx Mid 200 189.60 0.76% –39.6% 182.42 2.05% –46.5% 3.30% 9 Islamic Market 100 1462.50 –0.50% –22.1% 1619.41 0.53% –31.2%

5.03% 11 Euro Stoxx Small 200 110.80 1.63% –43.6% 106.58 2.93% –50.0% 3.30% 9 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1095.40 2.52% –58.6% 1215.70 3.82% –63.4% 2.85% 12 Wilshire 5000 % % 8341.94 –0.02% –38.4%

7.23% 7 Euro Stoxx Select Div 30 1245.00 2.31% –56.0% 1387.08 3.61% –61.0% % DJ-AIG Commodity 116.30 –1.16% –34.9% 109.55 0.10% –42.3%

*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 1.5532 2.2295 1.3569 0.1871 0.0430 0.2236 0.0174 0.3824 2.0146 0.2704 1.2520 ...

 Canada 1.2405 1.7807 1.0838 0.1494 0.0344 0.1786 0.0139 0.3054 1.6091 0.2159 ... 0.7987

 Denmark 5.7445 8.2459 5.0188 0.6918 0.1592 0.8270 0.0645 1.4142 7.4512 ... 4.6308 3.6986

 Euro 0.7710 1.1067 0.6736 0.0928 0.0214 0.1110 0.0087 0.1898 ... 0.1342 0.6215 0.4964

 Israel 4.0620 5.8308 3.5488 0.4892 0.1126 0.5848 0.0456 ... 5.2688 0.7071 3.2745 2.6153

 Japan 89.1150 127.9201 77.8569 10.7325 2.4701 12.8297 ... 21.9387 115.5911 15.5131 71.8380 57.3767

 Norway 6.9460 9.9706 6.0685 0.8365 0.1925 ... 0.0779 1.7100 9.0097 1.2092 5.5994 4.4722

 Russia 36.0780 51.7882 31.5202 4.3450 ... 5.1941 0.4048 8.8818 46.7968 6.2804 29.0834 23.2288

 Sweden 8.3033 11.9189 7.2543 ... 0.2301 1.1954 0.0932 2.0441 10.7701 1.4454 6.6935 5.3460

 Switzerland 1.1446 1.6430 ... 0.1378 0.0317 0.1648 0.0128 0.2818 1.4847 0.1993 0.9227 0.7370

 U.K. 0.6966 ... 0.6086 0.0839 0.0193 0.1003 0.0078 0.1715 0.9036 0.1213 0.5616 0.4485

 U.S. ... 1.4355 0.8737 0.1204 0.0277 0.1440 0.0112 0.2462 1.2971 0.1741 0.8061 0.6439

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 361.75 –8.75 –2.36% 816.00 305.50
Soybeans (cents/bu.) CBOT 946.00 –13.50 –1.41 1,653.50 779.25
Wheat (cents/bu.) CBOT 552.50 –11.25 –2.00 1,275.00 471.00
Live cattle (cents/lb.) CME 86.125 –0.700 –0.81 119.200 82.400
Cocoa ($/ton) ICE-US 2,749 23 0.84% 3,214 1,910
Coffee (cents/lb.) ICE-US 119.25 –0.50 –0.42 181.60 102.15
Sugar (cents/lb.) ICE-US 12.66 –0.09 –0.71 15.85 9.89
Cotton (cents/lb.) ICE-US 49.38 –0.33 –0.66 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,788.00 9 0.51 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,953 unch. unch. 2,023 1,005
Robusta coffee ($/ton) LIFFE n.a. n.a. n.a. n.a. n.a.

Copper (cents/lb.) COMEX 152.20 9.10 6.36 398.40 125.50
Gold ($/troy oz.) COMEX 892.50 –14.70 –1.62 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1230.00 –11.50 –0.93 2,122.50 8.50
Aluminum ($/ton) LME 1,373.00 18.00 1.33 3,340.00 1,326.00
Tin ($/ton) LME 10,825.00 200.00 1.88 25,450.00 9,750.00
Copper ($/ton) LME 3,230.00 50.00 1.57 8,811.00 2,815.00
Lead ($/ton) LME 1,115.00 unch. unch. 3,460.00 870.00
Zinc ($/ton) LME 1,144.50 34.50 3.11 2,840.00 1,065.00
Nickel ($/ton) LME 11,300 unch. unch. 33,600 9,000

Crude oil ($/bbl.) NYMEX 40.78 0.70 1.75 148.35 38.00
Heating oil ($/gal.) NYMEX 1.3254 –0.0170 –1.27 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.1670 0.0178 1.55 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.513 –0.044 –0.97 14.169 4.280
Brent crude ($/bbl.) ICE-EU 45.69 0.14 0.31 150.45 41.01
Gas oil ($/ton) ICE-EU 427.75 –6.00 –1.38 1,345.25 408.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 3
Per In

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

Argentina peso-a 4.5386 0.2203 3.4990 0.2858

Brazil real 2.9974 0.3336 2.3109 0.4327

Canada dollar 1.6091 0.6215 1.2405 0.8061
1-mo. forward 1.6095 0.6213 1.2408 0.8059

3-mos. forward 1.6088 0.6216 1.2403 0.8063
6-mos. forward 1.6078 0.6220 1.2395 0.8068

Chile peso 805.17 0.001242 620.75 0.001611
Colombia peso 3168.53 0.0003156 2442.78 0.0004094

Ecuador US dollar-f 1.2971 0.7710 1 1
Mexico peso-a 18.8046 0.0532 14.4975 0.0690

Peru sol 4.1676 0.2399 3.2130 0.3112
Uruguay peso-e 29.314 0.0341 22.600 0.0442

U.S. dollar 1.2971 0.7710 1 1
Venezuela bolivar 2.79 0.359033 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0146 0.4964 1.5532 0.6439
China yuan 8.8724 0.1127 6.8402 0.1462

Hong Kong dollar 10.0566 0.0994 7.7532 0.1290
India rupee 62.7667 0.0159 48.3900 0.0207

Indonesia rupiah 15144 0.0000660 11675 0.0000857
Japan yen 115.59 0.008651 89.12 0.011221

1-mo. forward 115.52 0.008657 89.06 0.011229
3-mos. forward 115.29 0.008673 88.89 0.011250

6-mos. forward 114.99 0.008696 88.65 0.011280
Malaysia ringgit-c 4.6949 0.2130 3.6195 0.2763

New Zealand dollar 2.5481 0.3925 1.9644 0.5091
Pakistan rupee 102.445 0.0098 78.980 0.0127

Philippines peso 60.588 0.0165 46.710 0.0214
Singapore dollar 1.9572 0.5109 1.5089 0.6627

South Korea won 1810.75 0.0005523 1396.00 0.0007163
Taiwan dollar 43.716 0.02287 33.703 0.02967
Thailand baht 45.340 0.02206 34.955 0.02861

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

Euro zone euro 1 1 0.7710 1.2971

1-mo. forward 1.0004 0.9996 0.7713 1.2965

3-mos. forward 1.0009 0.9991 0.7716 1.2960

6-mos. forward 1.0009 0.9991 0.7717 1.2959

Czech Rep. koruna-b 28.488 0.0351 21.963 0.0455

Denmark krone 7.4512 0.1342 5.7445 0.1741

Hungary forint 299.82 0.003335 231.15 0.004326

Norway krone 9.0097 0.1110 6.9460 0.1440

Poland zloty 4.5919 0.2178 3.5401 0.2825

Russia ruble-d 46.797 0.02137 36.078 0.02772

Sweden krona 10.7701 0.0928 8.3033 0.1204

Switzerland franc 1.4847 0.6736 1.1446 0.8737

1-mo. forward 1.4839 0.6739 1.1440 0.8741

3-mos. forward 1.4821 0.6747 1.1426 0.8752

6-mos. forward 1.4786 0.6763 1.1400 0.8772

Turkey lira 2.1330 0.4688 1.6445 0.6081

U.K. pound 0.9036 1.1067 0.6966 1.4355

1-mo. forward 0.9040 1.1062 0.6969 1.4349

3-mos. forward 0.9042 1.1059 0.6971 1.4345

6-mos. forward 0.9041 1.1060 0.6971 1.4346

MIDDLE EAST/AFRICA

Bahrain dinar 0.4890 2.0450 0.3770 2.6526

Egypt pound-a 7.2184 0.1385 5.5650 0.1797

Israel shekel 5.2688 0.1898 4.0620 0.2462

Jordan dinar 0.9180 1.0893 0.7078 1.4129

Kuwait dinar 0.3846 2.6002 0.2965 3.3727

Lebanon pound 1955.38 0.0005114 1507.50 0.0006634

Saudi Arabia riyal 4.8648 0.2056 3.7505 0.2666

South Africa rand 13.1216 0.0762 10.1161 0.0989

United Arab dirham 4.7643 0.2099 3.6731 0.2723

SDR -f 0.8685 1.1514 0.6696 1.4935

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 600 189.78 3.46 1.86% –3.6% –40.5%

 9 DJ Stoxx 50 1976.81 38.50 1.99 –4.3% –38.3%

 8 Euro Zone DJ Euro Stoxx 206.66 3.48 1.71 –7.2% –41.8%

 8 DJ Euro Stoxx 50 2244.89 46.15 2.10 –8.4% –39.6%

 5 Austria ATX 1689.77 17.29 1.03 –3.5% –55.9%

 7 Belgium Bel-20 1883.81 25.04 1.35 –1.3% –48.9%

 6 Czech Republic PX 752.6 –11.3 –1.48% –12.3% –51.3%

 9 Denmark OMX Copenhagen 238.07 2.87 1.22 5.3% –40.2%

 8 Finland OMX Helsinki 5022.67 31.35 0.63 –7.0% –51.8%

 7 France CAC-40 2982.39 52.34 1.79 –7.3% –37.6%

 9 Germany DAX 4374.96 103.92 2.43 –9.0% –35.3%

 … Hungary BUX 11719.00 –16.82 –0.14 –4.3% –49.9%

 2 Ireland ISEQ 2321.12 –2.61 –0.11 –0.9% –64.9%

 6 Italy S&P/MIB 17669 202 1.16 –9.2% –47.5%

 4 Netherlands AEX 250.83 4.87 1.98 2.0% –42.6%

 6 Norway All-Shares 269.42 5.27 2.00 –0.3% –42.9%

 17 Poland WIG 23009.76 –898.60 –3.76 –15.5% –51.9%

 10 Portugal PSI 20 6373.98 36.19 0.57 0.5% –42.5%

 … Russia RTSI 512.34 4.09 0.8% –18.9% –73.9%

 7 Spain IBEX 35 8361.9 128.5 1.56 –9.1% –34.7%

 15 Sweden OMX Stockholm 192.76 4.97 2.65 –5.6% –37.7%

 11 Switzerland SMI 5217.61 50.65 0.98 –5.7% –30.6%

 … Turkey ISE National 100 25659.90 389.09 1.54 –4.5% –42.1%

 8 U.K. FTSE 100 4164.46 86.68 2.13 –6.1% –29.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 85.72 0.60 0.70 –8.4% –42.2%

 … Australia SPX/ASX 200 3508.7 11.3 0.32 –5.7% –39.4%

 … China CBN 600 17317.28 414.00 2.45 17.3% –55.2%

 8 Hong Kong Hang Seng 12776.89 –84.60 –0.66% –11.2% –48.5%

 11 India Sensex 9149.30 82.60 0.91 –5.2% –51.0%

 … Japan Nikkei Stock Average 7825.51 –48.47 –0.62 –11.7% –43.1%

 … Singapore Straits Times 1711.92 6.63 0.39 –2.8% –43.7%

 11 South Korea Kospi 1163.20 16.25 1.42 3.4% –31.4%

 9 AMERICAS DJ Americas 209.29 0.60 0.29 –7.4% –39.6%

 … Brazil Bovespa 39754.86 1088.42 2.81 5.9% –34.9%

 11 Mexico IPC 19735.88 170.74 0.87 –11.8% –30.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 2, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 9 ALL COUNTRY (AC) WORLD* 205.33 –1.30% –9.8% –44.5%

4.00% 9 World (Developed Markets) 828.89 –1.18% –9.9% –43.5%

3.60% 10 World ex-EMU 98.14 –1.05% –8.8% –41.8%

3.90% 10 World ex-UK 831.78 –0.94%–10.0% –42.6%

5.00% 8 EAFE 1,087.24 –2.50%–12.1% –46.8%

4.20% 8 Emerging Markets (EM) 517.14 –2.34% –8.8% –52.5%

5.60% 7 EUROPE 65.19 –2.56% –6.1% –42.1%

6.30% 7 EMU 119.47 –1.97%–15.9% –51.5%

5.70% 8 Europe ex-UK 71.42 –2.15% –8.0% –41.6%

7.80% 5 Europe Value 70.40 –2.87% –9.2% –46.9%

3.70% 10 Europe Growth 58.52 –2.27% –3.2% –37.2%

5.50% 7 Europe Small Cap 99.32 –3.04% –1.6% –47.6%

4.80% 3 EM Europe 140.75 –4.09%–11.4% –64.6%

5.50% 6 UK 1,207.18 –1.75% –8.2% –31.0%

5.60% 8 Nordic Countries 93.44 –3.14% –4.7% –47.8%

3.70% 3 Russia 361.23 –4.80%–12.4% –71.3%

4.70% 10 South Africa 540.04 –3.11% –6.7% –20.4%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 223.13 –2.26% –9.8% –51.8%

2.90% 11 Japan 478.66 –2.19% –9.7% –43.9%

3.40% 9 China 36.36 –2.84%–10.9% –45.7%

1.80% 10 India 349.10 –3.72% –5.4% –52.3%

2.40% 9 Korea 315.09 –1.54% 2.7% –29.5%

9.30% 7 Taiwan 160.57 0.59% –7.4% –45.8%

3.00% 13 US BROAD MARKET 900.47 0.07% –8.3% –39.8%

2.50% 56 US Small Cap 1,126.98 0.81% –9.6% –39.4%

4.00% 9 EM LATIN AMERICA 2,031.31 –1.92% –2.2% –50.7%

*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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Dow Chemical reports a $1.55 billion loss
The legal and financial bonfire

that engulfed Dow Chemical Co. a
month ago intensified as the com-
pany reported a big and unexpected
loss even as it jousted with former al-
lies in court.

The 111-year-old U.S. manufac-
turer said Tuesday it lost $1.55 bil-
lion in the fourth quarter. Orders for
its products—used to make every-
thing from autos to diapers—evapo-
rated in December as the global econ-
omy cratered.

The Midland, Mich., company said
it has been forced to consider slash-
ing its nearly century-old dividend,
closing more plants and even selling
a dozen businesses, including some
of its most successful.

Dow said it had filed suit in a
U.S. federal court against its Ku-
waiti partners over the late-De-
cember collapse of a joint venture
with the state-run petrochemical
company. That was to have given
Dow $9 billion in return for a half
interest in some of its commodity-
chemicals businesses.

Dow Chairman and Chief execu-
tive Andrew Liveris said Tuesday
that Dow was seeking more than
$2.5 billion in damages and has
filed for arbitration of the lawsuit
in London, though he declined to

comment in detail on either effort.
Without the Kuwaiti money, Dow

has said it can’t close on another deal,
an acquisition announced in July of
Rohm & Haas Co., a Philadelphia
maker of high-tech chemicals. Last
week, Rohm sued Dow in Delaware
Chancery Court to try to force comple-
tion of the $15.3 billion deal.

Dow fired back on Tuesday, say-
ing that Rohm’s shareholders have
no legal right to contest its
decision to delay the
merger. Forcing the deal to
move ahead now would be
impossible “without jeopar-
dizing the very existence of
both companies,” Dow said
in its legal brief.

Dow warned that it could
default on several debt
agreements if it is forced to
consummate the Rohm &
Haas pact. Dow, the world’s
third-largest chemicals
group by market value, said in a court
filing that closing the deal on the
terms agreed last year would lead to
“irreparable harm” and likely credit-
rating downgrades.

Mr. Liveris said the company’s
ability to fund a deal was hit by the
slump in demand, with December vol-
ume likely to continue for a few quar-
ters, if not longer. “The basic-chemi-
cal sector is going to have a terrible
’09,” he said on a conference call.

He called on Rohm to restart talks

on the proposed deal after Dow failed
to meet a closing deadline last week.

Dow’s fourth-quarter loss high-
lighted the company’s continuing
exposure to the weakening com-
modity-chemicals business, which
it had sought to address with the
Rohm & Haas acquisition and the
joint venture with Kuwait Petro-
chemical Corp.

Mr. Liveris said Tuesday that Dow
was in “face-to-face” talks
with a number of interested
parties about the plastics
business involved in the
abortive Kuwaiti venture,
while expressing hope that a
deal could be revived.

The company has intensi-
fied the restructuring an-
nounced in December when
industry volumes started to
plummet. Targeted cost sav-
ings from the actions have
been raised to $500 million

from $350 million by year end, and to
$750 million from $700 million by the
end of 2010.

Mr. Liveris said a decision about
whether to close some idled capacity
permanently wouldn’t be taken for
two to three months. “We see some
signs of life [in demand]…and I see
that as a bonus,” he added.

Dow warned in its rebuttal to
Rohm & Haas of “unforeseeable con-
sequences” if faced with a downgrade
and the inability to issue commercial

paper. “A confluence of dramatic and
unforeseeable shocks—to Dow, to the
chemical industry as a whole, and to
the banks and financial markets—has
made it impossible to consummate
Dow’s planned acquisition of Rohm &
Haas at once without jeopardizing
the very existence of both compa-
nies,” the company said in the
62-page filing.

Dow said conditions that would
have obligated it to close the deal
haven’t been satisfied. The com-
pany also denied that Rohm had
suffered a “material adverse ef-
fect” in its business as a result of
the deal’s collapse.

Dow’s fourth-quarter net loss of
$1.55 billion, or $1.68 a share, com-
pared with year-earlier net income
of $472 million, or 49 cents a share.
The latest quarter included $1.02 a
share in charges from restructuring
and goodwill write-downs, among
other items.

Revenue fell 23% to $10.9 billion
as volume slid 17%, reflecting lower
demand in all operating segments
and geographic markets.

Analysts polled by Thomson Reut-
ers expected earnings of seven cents
a share on $13.37 billion in revenue.

Dow has announced plans to cut
5,000 full-time jobs, or 11% of its
work force, close 20 plants and sell
several businesses.
 —Tess Stynes

contributed to this article.

Drug makers return to profits
Merck and Schering
overcome sales drop
at cholesterol venture

Source: the companies 

Rx boost
Both Merck and Schering-Plough posted strong fourth-quarter profits, 
recovering from last year’s results. Quarterly net income, in billions

Merck Schering-Plough

–2
2007 ’08

0

2

$4

–4

–2

0

$2

2007 ’08

Andrew Liveris

CORPORATE NEWS

By Doug Cameron, Leslie Eaton
and Ana Campoy

By Peter Loftus

U.S. drug makers Merck & Co.
and Schering-Plough Corp. swung
to better-than-expected fourth-
quarter profits from year-earlier
losses that were weighed down by
charges. Cost cuts helped offset un-
favorable currency-exchange rates
and sluggish sales growth for cer-
tain products.

The companies said sales declined
26% for the two cholesterol drugs
they co-market, Vytorin and Zetia,
which have been hurt by patient stud-
ies that raised questions about safety
and effectiveness. Neither company
records sales from the venture, but
they split profits roughly 50-50 as eq-
uity income from affiliates.

The results underscored the chal-
lenges for Merck, which has seen
sales growth slow significantly for
top products, including the Singu-
lair asthma and allergy drug and the
Gardasil cervical-cancer vaccine.
Merck, which has laid off thousands
of workers to pare expenses, has
been hurt by low-cost competition,
drug-safety concerns, vaccine-sup-
ply glitches and research setbacks.
Next year, it faces the loss of U.S.
patent protection for hypertension
drugs Cozaar and Hyzaar.

Schering-Plough has also cut its
work force in response to the down-
turn in cholesterol drugs. But ana-
lysts view the company as less vul-
nerable to generics than many of its
rivals, and its late-stage research
pipeline is seen as promising.

On Tuesday, Merck said overall
2009 sales were likely to come in to-
ward the lower end of its previous
forecast of $23.7 billion to $24.2 bil-

lion, partly because of a reduced fore-
cast for Gardasil. Merck sales to-
taled $23.85 billion in 2008. The com-
pany cited a delay in U.S. regulatory
approval to expand the vaccine’s use
to women up to age 45. It is currently
approved for ages 9 to 26.

Merck reaffirmed its December
forecast for 2009 earnings.

Merck Chief Executive Richard
Clark said sales of Singulair and Gar-
dasil “were not where we would
have liked them to be.” Mr. Clark
also told analysts on a conference
call that the economic downturn is
hurting Merck’s sales.

Merck is on the hunt for license
deals and acquisitions that can build
up its research and commercial port-
folios. Indeed, Merck Chief Executive
Richard Clark said on a conference
call with analysts Tuesday that he
would consider a “large-scale” acqui-
sition that could generate significant
cost savings. His comments come a
week after Pfizer Inc. agreed to buy
Wyeth for more than $60 billion—a
deal that triggered predictions of fur-
ther industry consolidation.

“Concerning a large-scale transac-
tion, as I said before, I wouldn’t rule
anything out,” he said. “I don’t think

any CEO in this environment can cate-
gorically rule out any transaction.
There are opportunities across the
whole spectrum we would look at.”

Merck reported net income of
$1.64 billion, or 78 cents a share, re-
versing a net loss of $1.63 billion, or
75 cents a share, a year earlier. The
2007 quarter included a pretax
charge of $4.85 billion to cover the
costs of settling litigation over
Merck’s former pain drug Vioxx. The
latest quarter included a charge of
$62 million to cover future legal de-
fense costs for Vioxx litigation. Ex-
cluding one-time items, earnings rose
to 87 cents a share from 80 cents.

Sales fell 3% to $6.03 billion, with
the stronger dollar contributing one
percentage point of the decline.

Analysts polled by Thomson
Reuters were expecting earnings, ex-
cluding items, of 74 cents a share on
revenue of $5.98 billion. Merck’s
gross-profit margins rose to 75.6%
from 75.3%, amid lower materials
and production costs.

Singulair sales declined 3% to
$1.1 billion for the fourth quarter.
The drug was hurt by the availabil-
ity of an over-the-counter version
of allergy drug Zyrtec from Johnson

& Johnson, lighter allergy seasons
and reports of suicidal behavior in
Singulair users, which U.S. regula-
tors are investigating.

Gardasil sales dropped 16% to
$286 million, having lost momen-
tum from its 2006 launch. Merck
continued to have difficulty per-
suading women ages 19 to 26 to get
the shot. Merck now expects 2009
Gardasil sales of $1.1 billion to $1.3
billion, down from a previous range
of $1.4 billion to $1.6 billion.

Combined sales of Cozaar and Hyz-
aar dropped 1% to $881 million. Sales
for the osteoporosis drug Fosamax
plunged 60% to $318 million because
of the loss of patent protection in
early 2008.

On the growth side, the diabetes
drug Januvia had sales of $413 mil-
lion, up 64%, and the Zostavax shin-
gles vaccine had sales of $162 mil-
lion, up 89%.

Schering-Plough’s fourth-quar-
ter net income totaled $480 million,
or 27 cents a share, reversing a year-
earlier loss of $3.33 billion, or $2.08
a share. The year-earlier period in-
cluded costs related to Schering-
Plough’s acquisition of Organon Bio-
Sciences NV. Excluding one-time
items, earnings rose to 39 cents a
share from 27 cents.

Net sales rose 17% to $4.35 bil-
lion, helped by Organon. The stron-
ger dollar crimped sales by six per-
centage points.

Analysts surveyed by Thomson
Reuters had expected earnings, ex-
cluding items, of 30 cents a share on
revenue of $4.51 billion.

Gross margin rose to 64.9% from
58%.

Among Schering-Plough’s nonc-
holesterol treatments, sales of anti-
inflammatory drug Remicade
climbed 8%, while allergy treatment
Nasonex rose 3% and brain-tumor
treatment Temodar increased 4%.
 —Mike Barris

contributed to this article.

By Roger Cheng

Motorola Inc. swung to a fourth-
quarter loss, suspended its dividend
and said its chief financial officer is
leaving, as the weakening handset
business continues to squeeze the
company.

Motorola is finding it increas-
ingly difficult to sell its cellphones,
partly because of a lack of interest
and a weak lineup, but also be-
cause the overall cellphone market
is slowing.

The company said its cellphone
market share had fallen to 6.5% in
the latest quarter, nearly half the
position it held a year ago, and the
smallest among the top five com-
petitors.

“They better hurry and fix mo-
bile devices or it will become irrele-
vant,” said RBC Capital Markets ana-
lyst Mark Sue.

Motorola on Tuesday posted a
quarterly loss of $3.58 billion, or
$1.57 a share, compared with a year-
earlier profit of $100 million, or four
cents a share. Results were hurt by
several one-time items, including an
allowance for deferred tax valua-
tion, and expenses related to layoffs
and goodwill charges, which amount
to $1.56 a share.

Revenue fell 26% to $7.14 billion,
with results propped up by the com-
pany’s enterprise-mobility segment.

The Schaumburg, Ill., company
said Paul J. Liska has resigned as
chief financial officer and will be suc-
ceeded temporarily by Edward J.
Fitzpatrick, senior vice president
and corporate controller. The com-
pany has started a search to identify
a permanent successor.

Motorola has slashed costs at its
mobile-devices unit, choosing to fo-
cus on a handful of products includ-
ing high-end smartphones that use
more sophisticated software such as
that from Microsoft Corp. and Goo-
gle Inc.’s Android software.

Last month, Motorola said it
would cut 4,000 jobs, or about 6% of
its work force. That comes on top of
3,000 cuts announced in the fall.

For 2009, Co-Chief Executive San-
jay Jha said Tuesday the company
will focus on fewer phones with a
better mix. He expects handset sales
to fall faster than the broader mar-
ket because of a smaller contribu-
tion from low-end phones.

“We’re much more focused on
the mid to high tiers,” Mr. Jha told
analysts.

Motorola will develop more An-
droid phones this year, and focus on
Windows Mobile in 2010.

The industry is suffering from a
global slowdown. The total number
of handsets that shipped in the
fourth quarter fell more than 10% to
295 million units, according to Strat-
egy Analytics. The company expects
2009 global sales to fall 9%.

The company expects a first-
quarter loss excluding items of 10
cents to 12 cents a share. Analysts,
on average, projected a loss of six
cents a share.

Motorola shipped 19.2 million
handset units in the quarter, down
53%. The mobile-device division
posted a wider loss as sales
slumped 51%.

Revenue from the home-net-
works segment fell 4.7% as earnings
rose 34%. The enterprise business,
recently divided from home net-
works, posted a 3.6% rise in revenue
as earnings increased 3.3%.

—Kerry E. Grace
contributed to this article.

Motorola has loss,
says finance chief
is leaving firm
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.70 $25.37 0.21 0.83%
Alcoa AA 19.90 8.04 0.35 4.55%
AmExpress AXP 16.00 16.09 –0.89 –5.24%
BankAm BAC 338.60 5.30 –0.70 –11.67%
Boeing BA 6.30 42.09 1.29 3.16%
Caterpillar CAT 17.30 29.99 –0.30 –0.99%
Chevron CVX 9.90 71.64 1.35 1.92%
Citigroup C 158.50 3.46 –0.19 –5.21%
CocaCola KO 7.90 43.32 1.08 2.56%
Disney DIS 22.60 20.62 0.42 2.08%
DuPont DD 7.20 23.35 0.70 3.09%
ExxonMobil XOM 35.50 78.12 1.43 1.86%
GenElec GE 116.40 11.37 –0.25 –2.15%
GenMotor GM 11.30 2.85 –0.04 –1.38%
HewlettPk HPQ 13.00 36.10 1.44 4.15%
HomeDpt HD 15.90 21.92 0.35 1.62%
Intel INTC 52.40 13.73 0.10 0.73%
IBM IBM 8.10 93.48 2.55 2.80%
JPMorgChas JPM 62.30 24.05 –1.15 –4.56%
JohnsJohns JNJ 11.40 58.58 0.89 1.54%
KftFoods KFT 7.70 28.74 0.50 1.77%
McDonalds MCD 7.40 58.88 0.98 1.69%
Merck MRK 21.60 30.24 1.81 6.37%
Microsoft MSFT 78.00 18.50 0.67 3.76%
Pfizer PFE 57.00 15.20 0.31 2.08%
ProctGamb PG 13.40 53.91 0.86 1.62%
3M MMM 7.10 51.64 1.02 2.02%
UnitedTech UTX 4.70 48.31 0.77 1.62%
Verizon VZ 15.40 31.56 0.97 3.17%
WalMart WMT 20.10 47.81 1.24 2.66%

Dow Jones Industrial Average P/E: 19
LAST: 8078.36 s 141.53, or 1.78%

YEAR TO DATE: t 698.03, or 8.0%

OVER 52 WEEKS t 4,186.77, or 34.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, European
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 $103 8.0% 8% 23% 69% …%

BNP Paribas 89 6.9% 1% 72% 23% 4%

JPMorgan 75 5.8% 12% 59% 27% 2%

RBS 68 5.3% 24% 52% 21% 3%

Morgan Stanley 68 5.3% 22% 15% 63% …%

UBS 66 5.1% …% 24% 75% …%

HSBC 66 5.1% …% 90% 9% 1%

Commerzbank Group 59 4.6% 1% 23% 73% 2%

Credit Suisse 55 4.2% 10% 76% 10% 3%

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

Seat Pagine Gialle "1,855" –18 –116 353 Transocean  251 12 –51 –77

Fiat "1,566" –11 –116 619 Xstrata  1020 12 –149 –473

IKB Deutsche Industriebank "1,173" –10 –118 –198 Peugeot  379 13 –21 22

TDC A/S 225 –7 –23 –50 Rentokil Initial 1927  510 15 ... –38

Robert Bosch  257 –6 –15 –41 Rhodia 1769 16 –175 539

3i Gp  986 –6 20 –38 Norske Skogindustrier  1419 20 –58 224

TUI AG "1,626" –4 –169 580 UBS AG 272 23 38 62

ISS Glob  943 –4 –7 47 ArcelorMittal Fin 1168 25 –29 –278

CARLTON Comms  737 –4 64 274 Contl AG 1062 109 145 –154

Gas Nat SDG  329 –3 –19 35 Corus Group 1669 207 269 497

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

Vodafone Grp U.K. Mobile Telecom $114.6 1.37 7.02% –21.0% 18.6%

Deutsche Bk Germany Banks 15.3 20.61 6.51 –72.2 –76.9

Deutsche Telekom Germany Mobile Telecom 56.7 10.03 5.41 –23.7 –23.3

ING Groep Netherlands Life Insurance 17.4 6.46 5.28 –69.6 –78.4

Rio Tinto U.K. General Mining 24.1 16.75 4.30 –69.2 –41.3

Barclays U.K. Banks $11.1 0.92 –2.74% –79.4 –84.7

Intesa Sanpaolo Italy Banks 35.8 2.33 –2.61 –49.1 –51.7

BNP Paribas France Banks 31.6 26.72 –2.48 –56.5 –63.2

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals 99.8 162.60 –0.55 –16.2 –15.9

HSBC Hldgs U.K. Banks 90.9 5.27 unch. –30.6 –44.4

...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

Koninklijke Philips 19.7 15.05 4.30% –41.8% –44.9%
Netherlands (Consumer Electronics)
France Telecom 62.9 18.55 4.24 –19.4 2.4
France (Fixed Line Telecom)
GDF Suez 89.1 31.36 4.05 –14.6 19.7
France (Multiutilities)
Tesco 40.7 3.61 3.86 –9.0 9.5
U.K. (Food Retailers & Wholesalers)
E.ON 66.3 25.54 3.86 –39.8 –13.8
Germany (Multiutilities)
Anglo Amer 24.7 12.83 3.47 –54.7 –39.4
U.K. (General Mining)
Diageo 37.5 9.46 3.39 –7.0 12.4
U.K. (Distillers & Vintners)
L.M. Ericsson Tel B 24.2 67.20 3.23 1.0 –50.0
Sweden (Telecom Equipment)
ABB 29.9 14.75 3.15 –43.8 6.5
Switzerland (Industrial Machinery)
ArcelorMittal 34.2 18.21 2.79 –59.9 ...
Luxembourg (Iron & Steel)
Astrazeneca 57.7 27.67 2.71 34.0 3.1
U.K. (Pharmaceuticals)
Unilever 38.8 17.44 2.50 –17.6 –10.4
Netherlands (Food Products)
AXA 33.0 12.19 2.48 –45.6 –55.4
France (Full Line Insurance)
Telefonica 86.3 14.15 2.39 –25.1 13.9
Spain (Fixed Line Telecom)
Novartis 111.9 48.46 2.11 –9.5 –31.8
Switzerland (Pharmaceuticals)
Banco Bilbao Vizcaya 35.6 7.32 2.09 –46.5 –54.9
Spain (Banks)
Iberdrola 39.3 6.07 2.02 –38.4 0.5
Spain (Conventional Electricity)
Sanofi-Aventis 77.2 45.26 1.90 –13.0 –39.9
France (Pharmaceuticals)
SAP 44.6 28.06 1.81 –12.0 –32.7
Germany (Software)
Nestle 134.0 40.04 1.73 –15.0 6.0
Switzerland (Food Products)

Banco Santander 62.4 6.02 1.69% –43.1% –45.3%
Spain (Banks)
Allianz SE 38.0 64.76 1.66 –43.8 –50.5
Germany (Full Line Insurance)
Bayer 42.5 42.89 1.66 –19.8 26.7
Germany (Specialty Chemicals)
Total 121.7 39.57 1.45 –18.3 –27.5
France (Integrated Oil & Gas)
BASF 26.9 22.57 1.39 –46.9 –30.0
Germany (Commodity Chemicals)
GlaxoSmithKline 102.3 12.47 1.34 7.4 –13.7
U.K. (Pharmaceuticals)
ENI 87.5 16.84 1.32 –21.3 –30.4
Italy (Integrated Oil & Gas)
British Amer Tob 55.6 19.14 1.22 6.7 49.5
U.K. (Tobacco)
UBS 33.9 13.24 1.22 –64.9 –78.5
Switzerland (Banks)
Assicurazioni Genli 29.2 15.98 1.20 –43.1 –38.5
Italy (Full Line Insurance)
Daimler 27.0 21.60 1.12 –57.9 –54.7
Germany (Automobiles)
UniCredit 22.6 1.30 1.09 –73.3 –77.5
Italy (Banks)
Siemens 51.8 43.72 1.02 –49.2 –41.4
Germany (Diversified Industrials)
Royal Bk of Scot 11.7 0.21 0.98 –93.6 –95.8
U.K. (Banks)
Soc. Generale 23.5 31.26 0.82 –57.8 –69.5
France (Banks)
Royal Dutch Shell 89.1 19.37 0.65 –18.3 –27.6
U.K. (Integrated Oil & Gas)
BP 144.6 4.87 0.52 –10.3 –24.8
U.K. (Integrated Oil & Gas)
Nokia 46.8 9.50 0.32 –60.2 –35.9
Finland (Telecom Equipment)
Credit Suisse Grp 30.8 29.82 0.20 –49.6 –61.4
Switzerland (Banks)
BHP Billiton 37.2 11.60 0.09 –27.4 14.5
U.K. (General Mining)

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 -0.04% -0.10% 2.8% 1.6% -5.3%
Event Driven -0.58% 0.49% -10.1% 1.1% -26.1%
Distressed Securities -0.79% -4.70% -16.6% -3.7% -37.1%

*Estimates as of 02/02/09, 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 1.66 97.98% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.97 92.88 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 11.09 82.89 0.06 11.20 5.74 8.93

Asia ex-Japan IG: 10/1 3.55 93.65 0.02 6.63 1.99 3.57

Japan: 10/1 3.86 90.11 0.02 4.00 1.58 2.72

 Note: Data as of February 2

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.

26 WEDNESDAY, FEBRUARY 4, 2009 T H E WA L L ST R E ET JOU R NA L .



ADM profit jumps 24%
Ethanol unit posts
loss as earnings rise
at agriculture arm

CORPORATE NEWS

Schneider award is called too big

By Lauren Etter

Grain giant Archer-Daniels-Mid-
land Co. reported a 24% jump in its
fiscal second-quarter net income de-
spite a slowing global economy and
losses in its ethanol business.

ADM executives warned investors
Tuesday that the global slowdown
could soon start affecting the Deca-
tur, Ill., company. Already ADM has
slowed production in some markets
where demand for grain-based prod-
ucts has fallen, the executives said in
a conference call with analysts.

Its strong results came from
record performance in the company’s
agriculture services business, which
handles and transports grain from
farm to market before it is processed
into products such as cooking oil, ani-
mal feed and sweeteners. Booming
global demand in recent years and
weather problems in some places
meant huge volumes of grain were
shipped overseas from the U.S.

While ADM’s performance beat
analyst expectations, executives
sounded several cautionary notes.
Part of the company’s success in the
quarter hinged on sales made be-

fore the economic downturn, and
was pegged to extreme volatility in
the commodities markets.

The economic landscape has
shifted dramatically since. Commodi-
ties markets have cooled, leaving
farmers “reluctant sellers” of their
grain because of low prices, said Steve
Mills, ADM’s chief financial officer.

Meat and soft-drink consump-
tion in the U.S. and abroad also has
tapered off, as consumers eat out
less frequently, company executives
said. Both industries are tied closely
to ADM, which supplies them with
animal feed and corn-sweeteners.

Overall U.S. agricultural exports

are expected to fall by about 15%
this year as the “combination of
weaker global demand, falling
prices and an appreciating dollar
create a very unfavorable outlook
for U.S. exports,” according to the
U.S. Department of Agriculture.

ADM said net income for the pe-
riod ended Dec. 31 was $585 million,
or 91 cents a share, compared with
$473 million, 73 cents a share, a
year earlier. Revenue rose 1% to
$16.67 billion.

Operating profit at ADM’s agri-
cultural services jumped to $462
million, from $315 million a year ear-
lier. Operating profit at its oilseeds
business—another star performer—
jumped 46% to $319 million.

“We do see challenges ahead,”
said ADM Chief Executive Patricia
Woertz on a call with investors Tues-
day. She added that, “as a global pro-
ducer of many basic and essential
commodities, I think ADM is perhaps
better positioned than most to man-
age through economic downturns.”

ADM’s ethanol business sus-
tained losses as ethanol processing
margins “collapsed during the quar-
ter,” Mr. Mills said.

The entire U.S. ethanol industry
is struggling as demand for the
corn-based motor-fuel falls along
with gasoline. Cash-strapped con-
sumers have cut back on driving as
the economic crisis ripples through
the economy.

GLOBAL BUSINESS BRIEFS

By Mike Gordon

And Peppi Kiviniemi

Damages won by French electri-
cal-equipment maker Schneider
Electric SA after the European Com-
mission wrongfully blocked its 2001
merger with rival Legrand SA
should be substantially reduced, ac-
cording to a legal opinion prepared
for Europe’s highest court Tuesday.

Advocate General Dámaso Ruiz-
Jarabo at the European Court of Jus-
tice recommended that the commis-
sion, the European Union’s execu-
tive branch, should be liable for pro-
cedural costs incurred by Schneider
but not for the larger losses caused
by the forced sale of Legrand.

Schneider was seeking as much
as Œ1.7 billion ($2.2 billion) in com-
pensation.

The opinion marks an important
step in a long-running battle be-
tween Schneider and the commis-
sion. The dispute started in 2001,
when the commission blocked a
merger between Schneider and Leg-
rand, arguing that it posed a threat
to competition in the French electri-
cal-equipment market.

However, a year later, the Euro-

pean Court of First Instance, Eu-
rope’s second-highest court, over-
turned the commission’s decision,
saying that the commission had
failed to give the company an oppor-
tunity to defend itself adequately
during the investigation.

In 2007, the same court ruled
that the commission was liable for
two-thirds of the losses the French
company had incurred from the sale
of Legrand to a consortium led by
Wendel Investissement and Kohl-
berg Kravis Roberts & Co. as a result
of the overturned merger decision.
It was the first time the commission
had been ordered to pay damages
for an incorrect antitrust decision.

The commission in turn ap-
pealed to the European Court, Eu-
rope’s highest court, against the rul-
ing that it should pay damages, al-
leging the lower court had made le-
gal errors.

In his opinion on Tuesday, the ad-
vocate general said that Schneider’s
alleged Œ1.7 billion loss from the sale

of Legrand doesn’t directly rise from
the commission’s unlawful blocking
of the merger, but was a matter of
Schneider’s “own free choice.”

Schneider had been under no
compulsion to sell the company so
quickly, he said, and could have
waited for a more opportune time.
It had also taken a huge risk in buy-
ing Legrand ahead of the commis-
sion’s merger clearance.

Legal opinions by senior court
advisers are routinely prepared in
cases at the European Court. The ad-
vocate general’s opinion isn’t bind-
ing on the court, but is followed in
about 80% of cases.

“We are studying carefully the
conclusions of the advocate general
and we await the final judgment
from the ECJ," Marc Pittie, a lawyer
for Schneider, said by telephone. He
declined to comment further. The
commission said it won’t comment
until a judgment has been reached.
 –Adam Mitchell

contributed to this article.

Swedish Match AB

Swedish Match AB said Tuesday
it has agreed to establish a joint ven-
ture to commercialize smoke-free to-
bacco products outside of Scandina-
via and the U.S. together with Philip
Morris International Inc. Each com-
pany will own a 50% stake in the joint
venture, which will be based in Stock-
holm. “We see large commercial po-
tential in the long run, but it will take
time,” said Swedish Match Chief Ex-
ecutive Lars Dahlgren. “We are will-
ing to invest in this venture.” He said
the joint venture aims to commercial-
ize Swedish snuff and develop other
smoke-free tobacco products such as
chewing gums. In the third quarter
of 2008, Swedish Match’s snuff sales
rose 16% to 992 million Swedish kro-
nor ($119 million).

Areva SA

Areva SA, the French state-con-
trolled nuclear power company,
said it was set to sign an agree-
ment with National Power Corpo-
ration of India Ltd. on Wednesday
to study the possibility of building
French-designed nuclear reactors
in India. Officials at NPCIL couldn’t
immediately be reached for com-
ment. India, where nuclear power
accounts for about 2.5% of electric-
ity supply, is aiming to revive its nu-
clear program now that an interna-
tional embargo—imposed on India
because it didn’t sign a nonprolifer-
ation treaty—has been lifted. Sepa-
rately, Areva said it won a “long-
term” contract valued at more
than Œ5 billion ($6.4 billion) to sup-
ply enriched uranium to utility
Électricité de France SA. Areva
will provide the services through
its Georges Besse II plant, which is
under construction.

Benetton Group SpA

Sintonia, the Luxembourg-based
holding company for the Benetton
Group SpA’s infrastructure assets,
named former Eni SpA executive
Stefano Cao its new chief executive.
Sintonia said that Mr. Cao’s appoint-
ment will become effective Feb. 16
and there hadn’t been a CEO before
him. Mr. Cao, 57 years old, most re-
cently was the head of exploration
and production at Eni, Italy’s larg-
est energy company by market
value, and acted as the leading nego-
tiator in the Kashagan dispute with
the Kazakh government. He worked
at the company for 30 years before
retiring last summer. Sintonia is a
holding company in the infrastruc-
ture sector and has shares in Atlan-
tia SpA and an indirect stake in Tele-
com Italia SpA.

—Compiled from staff
and wire service reports.

Source: WSJ Market Data Group
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Enel SpA

Enel SpA, the Italian power com-
pany that may buy out its partner
in Spanish utility Endesa SA, said
Tuesday that its preliminary 2008
earnings before interest, taxes, de-
preciation and amortization rose
45%, lifted by the consolidation of
its stake in Endesa. Enel said its
Ebitda rose to more than Œ14.2 bil-
lion ($18.24 billion) in 2008 from
Œ9.8 billion in 2007. Revenue
climbed 40% to Œ61 billion from
Œ43.7 billion. Net debt—a key fig-
ure analysts watch for after Enel
borrowed billions to buy a 67%
stake in Spain’s Endesa and jointly
run it with Acciona SA—was about
Œ50 billion on Dec. 31, down from
Œ51.4 billion on Sept. 30. Enel said
its 2008 results also were boosted
by the consolidation of Russia’s
OAO OGK-5 from last June.

By Amol Sharma

In the bidding for the roughly $3
billion in wireless assets Verizon
Wireless must divest as part of its
purchase of Alltel Corp., one strong
but controversial contender is
emerging: AT&T Inc.

Verizon’s chief rival is among the
bidders, along with a joint bid from
private-equity firms Carlyle Group
and Kohlberg Kravis & Roberts &
Co. and a separate bid from Provi-
dence Equity Partners LLC, accord-
ing to people familiar with the mat-
ter. At least one cable provider also
has expressed interest, one of the
people said.

Verizon Wireless agreed to sell
the assets to get government ap-

proval for the $28.1 billion Alltel pur-
chase, which closed last month.

AT&T is in the strongest finan-
cial position of any of the interested
companies and is in a good position
to walk away with a large chunk of
the available assets, the people say.

Critics, including consumer advo-
cates and Verizon’s smaller competi-
tors, say such a deal—allowing one
giant telecom provider to transfer
customers to another—wouldn’t be
in the interest of consumers. AT&T
and Verizon Wireless, a joint ven-
ture of Verizon Communications
Inc. and Vodafone Group PLC, have
a combined 160 million subscribers,
nearly 60% of the entire U.S. market.
 —Matthew Karnitschnig

contributed to this article.

As Verizon divests, AT&T steps up

Det norske Oljeselskap ASA

Oil firm gets Noreco offer
to merge, says timing is bad

Norwegian oil company Noreco
proposed a merger with larger rival
Det norske Oljeselskap ASA to create
the Nordic country’s second-largest
offshore operator behind StatoilHy-
dro ASA. However, Det norske was
quick to say that the timing wasn’t
right for the deal, because a new
board that took office Tuesday hadn’t
had time to study the company. Nor-
wegian Energy Company ASA, which
operates under the name Noreco, pro-
posed a share swap that would give
current Det norske shareholders a con-
trolling 52.5% ownership in a merged
company. The combined entity would
have a market capitalization of more
than four billion Norwegian kroner
($568 million) based on current mar-
ket prices and combined production
from 10 North Sea fields of around
18,000 barrels of oil equivalent a day.

Terna SpA

Italian power-grid company
Terna SpA said Tuesday it will in-
vest about Œ3.4 billion, or about
$4.4 billion, between 2009 and 2013
to eliminate bottlenecks, after
agreeing to buy more than 18,000 ki-
lometers of domestic high-voltage
lines. The company also posted a 3%
increase in full-year revenue for
2008 to Œ1.39 billion and a 1% rise in
earnings before interest, taxes, de-
preciation and amortization to
Œ985 million. Terna said it will in-
vest Œ3.4 billion over the next five
years to improve energy security
among its power lines, increase in-
terconnectivity with neighboring
countries and expand the network.
In December, Terna agreed to buy
Enel SpA’s domestic high-voltage
power lines for Œ1.15 billion.

Vinci SA

French construction and conces-
sion company Vinci SA on Tuesday
posted a 10% rise in 2008 revenue de-
spite a fourth-quarter slowdown and
said that it was confident about its
prospects for 2009, without offering
a forecast. Vinci said that its revenue
last year totaled Œ33.5 billion
($43.03 billion), up from Œ30.4 bil-
lion in 2007. In the fourth quarter,
revenue grew 2% to Œ8.8 billion. Look-
ing ahead to 2009, Vinci didn’t give a
forecast but said that “in a more diffi-
cult and uncertain environment,” the
company “is entering 2009 with con-
fidence and heightened vigilance.” In
the past 12 months, Vinci shares have
shed about 38% of their value amid
the worsening economic crisis and
its potential effects on the construc-
tion sector, as well as lower traffic af-
fecting its toll division.

Vodafone Group PLC

Cellphone-service provider
Vodafone Group PLC said Tuesday
that revenue for its fiscal third quar-
ter rose 14%, led by a 28% gain in its
Asian Pacific and Middle Eastern op-
erations. For the three months
ended Dec. 31, the company, based in
Newbury, England, reported revenue
of £10.47 billion ($15 billion), up from
£9.16 billion a year earlier. Revenue
from Europe was up 15%, driven by
the weakening of the British pound.
Service revenue rose 12% at Verizon
Wireless Inc., Vodafone’s joint ven-
ture with U.S.-based Verizon Commu-
nications Inc. The company also up-
graded its full-year revenue forecast
to reflect the declining value of the
pound. For the year ending March 31,
Vodafone now expects to post reve-
nue between £40.6 billion and £41.5
billion, up from a previous range of
£38.8 billion to £39.7 billion.
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n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/02 EUR 24.94 –4.9 –62.6 –40.9
MP-TURKEY.SI OT OT SVN 02/02 EUR 18.69 –4.3 –52.4 –35.1

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

Eastern European Bond Fund OT OT LVA NA NA NA.00 1.9 –35.7 –17.3
Parex Caspian Sea Eq EU EQ LVA 02/02 EUR 2.31 10.0 –73.6 NS
Parex Eastern Europ Bd EU BD LVA 02/02 USD 8.89 1.9 –35.7 –17.3
Parex Russian Eq EE EQ LVA 02/02 USD 7.68 –11.3 –73.3 –43.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/03 USD 99.78 –10.2 –52.5 –24.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/03 USD 95.70 –10.3 –53.0 –25.6
PF (LUX)-Biotech-Pca OT EQ LUX 02/02 USD 291.94 1.9 –9.9 –0.6
PF (LUX)-CHF Liq-Pca CH MM LUX 02/02 CHF 124.04 0.1 1.5 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/02 CHF 93.63 0.1 1.5 1.7
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/02 EUR 109.74 –4.6 –40.6 –28.9
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/02 USD 76.61 –6.0 –38.3 –18.2
PF (LUX)-East Eu-Pca EU EQ LUX 02/02 EUR 121.94 –4.9 –69.9 –45.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/03 USD 84.76 –8.7 –57.9 –29.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/03 USD 281.00 –7.4 –57.3 –28.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/02 EUR 72.45 –2.8 –38.5 –26.1
PF (LUX)-EUR Bds-Pca EU BD LUX 02/02 EUR 367.55 –1.7 –0.5 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/02 EUR 279.70 –1.7 –0.5 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/02 EUR 125.33 0.4 –5.7 –2.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/02 EUR 88.11 0.4 –5.7 –2.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/02 EUR 95.92 6.6 –27.3 –20.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/02 EUR 55.61 6.6 –27.3 –20.0
PF (LUX)-EUR Liq-Pca EU MM LUX 02/02 EUR 134.94 0.2 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/02 EUR 97.25 0.2 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/02 EUR 292.93 –1.7 –42.2 –30.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/02 EUR 95.16 –3.5 –40.2 –29.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/02 USD 189.13 0.0 –6.6 0.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/02 USD 128.67 0.0 –6.6 0.0
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/02 USD 11.82 –7.6 –46.8 –29.0
PF (LUX)-Gr China-Pca AS EQ LUX 02/03 USD 193.44 –9.3 –47.6 –18.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/03 USD 177.01 –8.2 –62.4 –27.0
PF (LUX)-Jap Index-Pca JP EQ LUX 02/03 JPY 7327.77 –9.7 –42.6 –33.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/03 JPY 6581.85 –9.1 –45.1 –37.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/03 JPY 6420.84 –9.2 –45.4 –37.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/03 JPY 3550.03 –8.8 –41.9 –35.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/03 USD 141.35 –11.3 –52.4 –25.0
PF (LUX)-Piclife-Pca CH BA LUX 02/02 CHF 687.17 0.1 –14.8 –11.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/02 EUR 40.33 –6.2 –37.9 –28.8
PF (LUX)-Rus Eq-Pca EE EQ LUX 02/02 USD 18.80 –15.1 –77.1 NS
PF (LUX)-Security-Pca GL EQ LUX 02/02 USD 70.01 –1.7 –28.4 –17.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/02 EUR 324.48 1.6 –38.4 –28.7
PF (LUX)-US Eq-Ica US EQ LUX 02/02 USD 75.78 –7.2 –37.2 –20.8
PF (LUX)-USA Index-Pca US EQ LUX 02/02 USD 66.31 –8.5 –39.1 –23.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/02 USD 517.04 –3.1 6.1 7.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/02 USD 379.39 –3.1 6.1 7.8
PF (LUX)-USD Liq-Pca US MM LUX 02/02 USD 130.30 0.1 2.0 3.3
PF (LUX)-USD Liq-Pdi US MM LUX 02/02 USD 85.08 0.1 2.0 3.3
PF (LUX)-Water-Pca GL EQ LUX 02/02 EUR 104.85 3.2 –24.1 –17.1
PF (LUX)-WldGovBds-Pca GL BD LUX 02/03 USD 156.79 –4.9 2.5 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/03 USD 129.78 –4.9 2.4 8.1
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 02/02 USD 32.00 –20.0 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 02/02 USD 7.44 –5.1 –41.2 –28.2
Japan Fund USD JP EQ IRL 02/03 USD 13.57 –7.6 –15.0 –13.9

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 02/02 EUR 515.55 –8.5 –40.5 NS
Core Eurozone Eq B EU EQ IRL 02/02 EUR 597.87 –9.1 NS NS
Euro Fixed Income A EU BD IRL 02/02 EUR 1104.60 –2.4 –12.8 –6.9
Euro Fixed Income B EU BD IRL 02/02 EUR 1172.83 –2.4 –12.2 –6.4
Euro Small Cap A EU EQ IRL 02/02 EUR 828.99 –2.2 –46.2 –37.2
Euro Small Cap B EU EQ IRL 02/02 EUR 883.18 –2.2 –45.9 –36.8
Eurozone Agg Eq A EU EQ IRL 02/02 EUR 465.85 –6.3 –44.5 NS
Eurozone Agg Eq B EU EQ IRL 02/02 EUR 665.86 –6.2 –44.2 –30.3
Glbl Bd (EuroHdg) A GL BD IRL 02/02 EUR 1205.29 0.7 –8.1 –3.1
Glbl Bd (EuroHdg) B GL BD IRL 02/02 EUR 1272.40 0.7 –7.5 –2.5
Glbl Bd A EU BD IRL 02/02 EUR 1046.42 6.7 2.5 –0.8
Glbl Bd B EU BD IRL 02/02 EUR 1108.00 6.8 3.1 –0.2
Glbl Real Estate A OT EQ IRL 02/02 USD 578.17 –13.3 –53.8 –37.5
Glbl Real Estate B OT EQ IRL 02/02 USD 592.82 –13.2 –53.5 –37.2
Glbl Real Estate EH-A OT EQ IRL 02/02 EUR 551.91 –12.0 –51.7 –38.1
Glbl Real Estate SH-B OT EQ IRL 02/02 GBP 51.92 –12.4 –51.6 –37.4
Glbl Strategic Yield A EU BD IRL 02/02 EUR 1170.93 3.6 –20.9 –11.3
Glbl Strategic Yield B EU BD IRL 02/02 EUR 1246.16 3.6 –20.4 –10.7
Japan Equity A JP EQ IRL 02/02 JPY 9345.00 –9.6 –43.8 –34.5
Japan Equity B JP EQ IRL 02/02 JPY 9906.00 –9.5 –43.5 –34.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/02 USD 1154.17 –10.3 –51.9 –26.0
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/02 USD 1225.04 –10.2 –51.6 –25.5
Pan European Eq A EU EQ IRL 02/02 EUR 685.63 –4.6 –43.9 –30.3
Pan European Eq B EU EQ IRL 02/02 EUR 726.93 –4.5 –43.6 –29.9
US Equity A US EQ IRL 02/02 USD 610.69 –8.7 –43.5 –25.1
US Equity B US EQ IRL 02/02 USD 650.33 –8.7 –43.1 –24.7
US Small Cap A US EQ IRL 02/02 USD 915.66 –8.9 –43.0 –26.4
US Small Cap B US EQ IRL 02/02 USD 975.66 –8.9 –42.7 –26.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/03 SEK 57.43 –4.6 –45.3 –31.5
Choice Japan Fd JP EQ LUX 02/03 JPY 40.77 –9.3 –42.5 –35.0
Choice Jpn Chance/Risk JP EQ LUX 02/03 JPY 40.22 –10.2 –48.5 –35.9
Choice NthAmChance/Risk US EQ LUX 02/03 USD 2.76 –1.4 –42.2 –25.2
Europe 2 Fd EU EQ LUX 02/03 EUR 0.67 –3.1 –47.9 –33.3
Europe 3 Fd EU EQ LUX 02/03 GBP 2.68 –10.3 –37.0 –21.8
Global Chance/Risk Fd GL EQ LUX 02/03 EUR 0.49 3.6 –32.8 –24.6
Global Fd GL EQ LUX 02/03 USD 1.55 –7.1 –43.4 –25.6
Intl Mixed Fd -C- NO BA LUX 02/03 USD 21.16 –7.9 –33.6 –17.1
Intl Mixed Fd -D- NO BA LUX 02/03 USD 14.93 –7.9 –33.6 –16.0
Wireless Fd OT EQ LUX 02/03 EUR 0.10 1.3 –43.6 –25.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/03 USD 4.17 –7.9 –47.7 –24.5
Currency Alpha EUR -IC- OT OT LUX 02/03 EUR 10.90 –0.2 8.1 NS
Currency Alpha EUR -RC- OT OT LUX 02/03 EUR 10.84 –0.2 7.7 NS
Currency Alpha SEK -ID- OT OT LUX 02/03 SEK 105.27 –0.4 7.8 NS
Currency Alpha SEK -RC- OT OT LUX 02/03 SEK 116.65 –0.2 7.7 NS
Generation Fd 80 OT OT LUX 02/03 SEK 6.25 –2.1 –29.0 NS
Nordic Focus EUR NO EQ LUX 02/03 EUR 51.63 3.5 –39.2 NS
Nordic Focus NOK NO EQ LUX 02/03 NOK 57.71 3.5 –39.2 NS
Nordic Focus SEK NO EQ LUX 02/03 SEK 59.18 3.5 –39.2 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/03 USD 1.33 –4.6 –40.8 –24.9
Ethical Global Fd GL EQ LUX 02/03 USD 0.56 –9.4 –44.9 –27.4
Ethical Sweden Fd NO EQ LUX 02/03 SEK 26.37 –8.3 –35.1 –24.7
Europe Fd EU EQ LUX 02/03 USD 1.45 –4.6 –40.5 –27.2
Index Linked Bd Fd SEK OT BD LUX 02/03 SEK 13.02 –0.4 1.6 4.5

Medical Fd OT EQ LUX 02/03 USD 2.81 –2.0 –23.0 –13.0

Short Medium Bd Fd SEK NO MM LUX 02/03 SEK 9.19 0.3 3.0 3.1

Technology Fd OT EQ LUX 02/03 USD 1.53 –1.9 –38.4 –20.7

World Fd NO BA LUX 02/03 USD 1.49 –10.2 –41.2 –19.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/03 EUR 1.27 0.2 1.9 2.1

Short Bond Fd SEK NO MM LUX 02/03 SEK 21.66 0.5 2.9 3.0

Short Bond Fd USD US MM LUX 02/03 USD 2.49 –0.2 1.2 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/03 SEK 9.89 –2.0 –4.8 –0.8

Alpha Bond Fd SEK -B- NO BD LUX 02/03 SEK 8.88 –2.0 –4.8 –0.8

Alpha Bond Fd SEK -C- NO BD LUX 02/03 SEK 24.77 –1.7 –4.6 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 02/03 SEK 8.25 –1.7 –4.6 –0.8

Alpha Short Bd SEK -A- NO MM LUX 02/03 SEK 10.90 0.9 3.4 3.3

Alpha Short Bd SEK -B- NO MM LUX 02/03 SEK 10.23 0.9 3.4 3.3

Alpha Short Bd SEK -C- NO MM LUX 02/03 SEK 21.34 0.9 3.3 3.2

Alpha Short Bd SEK -D- NO MM LUX 02/03 SEK 8.87 0.9 3.3 3.2

Bond Fd SEK -C- NO BD LUX 02/03 SEK 41.42 –0.3 7.7 5.7

Bond Fd SEK -D- NO BD LUX 02/03 SEK 12.43 –0.3 6.5 5.1

Corp. Bond Fd EUR -C- EU BD LUX 02/03 EUR 1.08 –0.9 –9.2 –4.5

Corp. Bond Fd EUR -D- EU BD LUX 02/03 EUR 0.85 –0.9 –9.6 –4.7

Corp. Bond Fd SEK -C- NO BD LUX 02/03 SEK 10.74 –0.1 –12.2 –5.7

Corp. Bond Fd SEK -D- NO BD LUX 02/03 SEK 8.43 0.0 –12.0 –5.6

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/03 EUR 102.44 –1.4 NS NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/03 EUR 102.11 –1.4 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 02/03 SEK 1098.80 –1.4 NS NS

Flexible Bond Fd -C- NO BD LUX 02/03 SEK 20.99 0.6 5.7 4.3

Flexible Bond Fd -D- NO BD LUX 02/03 SEK 11.88 0.6 5.7 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/03 SEK 79.86 –0.3 –21.5 –13.8

Global Hedge I SEK -D- OT OT LUX 02/03 SEK 72.99 –0.3 –23.8 –15.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/03 USD 1.41 –8.2 –51.9 –22.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/03 SEK 17.27 2.9 –38.2 –26.0

Europe Chance/Risk Fd EU EQ LUX 02/03 EUR 733.87 –3.8 –51.3 –35.8

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 01/29 AED 4.14 –9.7 –63.5 –26.8

n WWW.SGAM.COM
SGAM FUND
Bonds CHF A OT OT LUX 01/19 CHF 27.92 –1.0 5.3 2.5

Bonds ConvEurope A OT OT LUX 01/30 EUR 27.64 –2.5 –5.7 1.1

Bonds Eur Corp A OT OT LUX 01/30 EUR 20.88 0.7 –5.5 –3.0

Bonds Eur Hi Yld A OT OT LUX 01/30 EUR 13.80 3.8 –30.8 –20.8

Bonds EURO A OT OT LUX 01/30 EUR 39.03 –1.2 3.2 3.2

Bonds Europe A OT OT LUX 01/30 EUR 37.58 –0.8 3.1 2.5

Bonds US MtgBkSec A OT OT LUX 02/02 USD 25.04 –2.3 –3.1 2.0

Bonds US OppsCoreplus A OT OT LUX 01/30 USD 32.30 2.4 0.6 4.5

Bonds World A OT OT LUX 01/30 USD 38.04 –4.5 –1.5 6.8

Eq. China A OT OT LUX 02/02 USD 13.39 –10.4 –50.6 –17.5

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 01/30 USD 19.71 –6.3 –42.6 –26.5
Eq. Global Technol A OT OT LUX 01/30 USD 3.55 –2.9 –42.5 –29.1
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 02/02 JPY 877.59 –3.1 –38.0 –41.2
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –5.2 –20.4 –21.4
Eq. Pacific A OT OT LUX 02/02 USD 5.69 –10.9 –52.7 –23.6
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 01/30 USD 10.71 –0.6 –40.7 –24.3

Eq. US Mid Cap A OT OT LUX 01/30 USD 19.29 –3.7 –42.8 –22.8
Eq. US Multi Strg A OT OT LUX 01/30 USD 15.19 –4.9 –42.4 –26.9
Eq. US Rel Val A OT OT LUX 01/30 USD 14.45 –7.0 –47.1 –31.1
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 02/03 JPY 7528.00 –12.5 –47.1 –39.5
YMR-N Japan Fund JP EQ IRL 02/03 JPY 8105.00 –14.1 –46.3 –36.7
YMR-N Low Price Fund JP EQ IRL 02/03 JPY 11552.00 –11.0 –41.2 –36.0
YMR-N Small Cap Fund JP EQ IRL 02/03 JPY 5733.00 –10.7 –45.0 –40.2

Yuki Mizuho Gen Jpn III JP EQ IRL 02/03 JPY 3696.00 –13.0 –54.0 –40.1
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/03 JPY 3890.00 –13.4 –54.1 –43.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/03 JPY 5342.00 –12.4 –51.1 –40.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/03 JPY 6902.00 –14.0 –46.8 –37.9
Yuki Mizuho Jpn Gro JP EQ IRL 02/03 JPY 5434.00 –13.1 –46.2 –39.7
Yuki Mizuho Jpn Inc JP EQ IRL 02/03 JPY 7141.00 –10.2 –39.5 –33.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/03 JPY 4282.00 –14.1 –47.6 –36.6
Yuki Mizuho Jpn LowP JP EQ IRL 02/03 JPY 9841.00 –13.2 –38.0 –32.3

Yuki Mizuho Jpn PGth JP EQ IRL 02/03 JPY 6698.00 –12.3 –50.4 –39.5
Yuki Mizuho Jpn SmCp JP EQ IRL 02/03 JPY 5578.00 –9.0 –47.9 –39.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/03 JPY 4658.00 –10.3 –43.4 –34.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/03 JPY 2213.00 –7.3 –53.9 –51.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/03 JPY 3692.00 –12.2 –52.0 –39.8
Yuki 77 General JP EQ IRL 02/03 JPY 5288.00 –10.4 –47.9 –37.2

Yuki 77 Growth JP EQ IRL 02/03 JPY 5051.00 –14.6 –50.7 –42.4
Yuki 77 Income AS EQ IRL 02/03 JPY 4603.00 –10.0 –39.4 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/03 JPY 5580.00 –10.6 –45.5 –36.9
Yuki Chugoku Jpn Gro JP EQ IRL 02/03 JPY 4415.00 –13.6 –48.0 –37.3
Yuki Chugoku JpnLowP JP EQ IRL 02/03 JPY 7125.00 –13.0 –37.5 –31.0

Yuki Chugoku JpnPurGth JP EQ IRL 02/03 JPY 3835.00 –18.0 –49.7 –39.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/03 JPY 6000.00 –11.4 –47.5 –37.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/03 JPY 4011.00 –11.8 –48.1 –37.1
Yuki Hokuyo Jpn Inc JP EQ IRL 02/03 JPY 4638.00 –12.1 –39.4 –32.7

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/03 JPY 4227.00 –10.2 –43.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/03 JPY 4007.00 –11.0 –52.2 –39.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/03 JPY 3756.00 –14.0 –51.3 –40.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/03 JPY 4389.00 –13.9 –47.1 –37.3

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.
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By Michael M. Phillips

WASHINGTON—If there is one
thing U.S. Treasury Secretary Tim-
othy Geithner learned from watch-
ing Japan sink into a decade-long
economic quagmire, it’s this:
Don’t dither.

Mr. Geithner is keeping Tokyo’s
mistakes very much in mind as he and
the rest of President Barack Obama’s
economic team address the deep U.S.
recession and persistent credit
crunch. Recalling how Japanese au-
thorities prolonged their nation’s
slump by hemming and hawing over
public spending, interest rates and
bank rescues, Mr. Geithner is leading
the charge for an overwhelming re-
sponse to the U.S. crisis, including a
nearly $890 billion stimulus package,
fresh help for homeowners and a re-
newed effort to help financial institu-
tions get rid of their bad investments.

Today’s crisis in the U.S. “is dra-
matically worse today because, col-
lectively, policymakers were a little
slow to escalate both on the fiscal
side and on the financial side,” Mr.

Geithner said in a recent interview.
He recalls 2008 debates about
whether inflation or the credit cri-
sis were bigger risks, whether poli-
cymakers should be “trying to teach
people a lesson or save the country.
…That made fear and panic worse
than it should have been.”

With its new plan, the adminis-
tration is “going to do our best” to
apply the Japanese lesson, Mr.
Geithner said.

Mr. Geithner is expected early
next week to lay out the framework
of the administration’s approach for
addressing the crisis—likely to range
from a revamped bank bailout to a
foreclosure-prevention plan to a
redo of the financial regulatory sys-
tem. Coupled with the stimulus pack-
age being hammered out with Con-
gress, the Obama administration is
set to commit trillions of taxpayer
dollars to jumpstarting the economy.

Mr. Geithner was a junior Trea-
sury bureaucrat on Dec. 29, 1989,
when Japan’s Nikkei Average stock in-
dex, boosted by skyrocketing real-es-
tate prices, hit its all-time high of

38,915.87 and began a plunge from
which it has yet to recover. (It closed
at 7825.51 Tuesday). A few months

later, Mr. Geithner arrived in Tokyo
and took up a position as assistant fi-
nancial attaché in the U.S. Embassy.

During Mr. Geithner’s two years in
Tokyo, and after he returned to a se-
ries of senior jobs in Washington, he
and other Treasury officials became
convinced Japan was experiencing a
trifecta of economic woes its leaders
were reluctant to address. The coun-
try’s economy was stalled. Its banks
and securities firms were overloaded
with bad loans. And the yen was so
strong that it was diluting the na-
tion’s export-led growth strategy.

Japanese authorities feared cut-
ting interest rates would spur infla-
tion. Out of fear of deficits, they fol-
lowedup big spending packageswith
tax increases, blunting any resulting
stimulus. It wasn’t until relatively
late in the decade, when banks began
failing, that Japanese authorities in-
jected public capital into the system
and set up a Resolution and Collec-
tion Corp. to dispose of bad loans.

“There’s a huge temptation to
see the light at the end of the tunnel
before it’s really there,” Mr. Geith-
ner said, “and therefore to kind of
shift back to restraint before you
have recovery fully established.”

Geithner, keeping Japan in mind, charts aggressive course

When a group of chief executives
visited the White House last week to
talk about stimulus with U.S. Presi-
dent Barack Obama, Google Inc.’s
Eric Schmidt wasn’t hard to spot,
perched in a prime seat on the new
president’s left side.

Mr. Schmidt campaigned for Mr.
Obama before the election, and Goo-
gle officials were active in helping
with the president’s transition. Now
Google figures to be one of the tech
companies that benefits from an
economic stimulus that is likely to
include billions of dollars for infor-
mation technology.

Mr. Schmidt, in an interview, de-
scribed the provisions to deploy In-
ternet in rural and other areas as “a
very big deal for us.” Google, which
benefits when more people use the
Web, also has been pushing for the
government to help update the en-
ergy grid to accommodate more re-
newable energy, which the company
hopes can help it lower the costs of
running its data centers.

Google’s effort to increase its
presence in Washington is as much
about playing defense as offense, in
some ways. Google’s rivals lost a
number of regulatory battles to the
search giant in Washington last
year and are gearing up to fight over
issues expected to be hotly debated
this year, including Internet open-
ness and stricter privacy rules.

Congress is expected to look into
whether it should set rules to pro-
tect consumers’ Internet privacy
this year, a touchy issue for the
search giant, which collects vast
amounts of user data. The company
is still smarting over the Justice De-
partment’s decision in November to
block it from pairing up with rival
Yahoo Inc. on some search advertis-
ing on the grounds that Google al-
ready dominates the search market.

Last year, Google helped defeat
broadcasters in a fight over

whether unlicensed wireless gad-
gets can soon begin using vacant TV
airwaves. The company also led a
fight against the cellular industry
over whether new wireless net-
works must be open to all phones
and gadgets.

In return, AT&T Inc., which has
sparred with Google over a number
of issues, is now funding a think
tank called the Future of Privacy Fo-
rum that is focusing on improving
Internet privacy and raising aware-
ness of the issue in Washington. The
phone giant and other broadband
providers continue to spar with Goo-
gle over the issue of net-neutrality
rules, which would bar Internet pro-
viders from slowing or blocking
some Internet traffic.

Privacy advocates are already
fretting about the White House us-
ing Google’s YouTube service,
which tracks visitors via electronic
cookies that allow companies to
track what users look at on the Inter-
net and better target advertising to
them. “Given the relationship of
Schmidt to the campaign, I think
there’s a real concern there’s a kind
of open office, revolving door be-
tween Google and their goals and
the Obama administration,” said
Jeff Chester, founder of the Center
for Digital Democracy, a consumer-
privacy advocacy group.

Mr. Schmidt said Google plans to
be involved in discussions about
“privacy and the balance of con-
sumer versus government” power

in the coming year, while paying
close attention to ensuring that the
support for broadband and for sci-
ence and technology research re-
flected in the stimulus bill gets real-
ized. “There is no question technol-
ogy has more influence with this
president,” he said. “I think it is a
personal interest.”

At the same time, Mr. Schmidt
played down the company’s clout
with the administration.

“Many people think they have a
lot of influence with this president,”
he said. Google and Mr. Obama do
share a belief that technology can
improve government and business,
he said. “I think our influence is
moderate, not tremendous.”

Fund-raising disclosures show

that Google employees ranked as the
fourth-largest corporate source of
campaign cash for Mr. Obama’s presi-
dential run. After the election, five
Google executives, including Mr.
Schmidt, YouTube co-founder Chad
Hurley and chief legal officer David
Drummond gave a total of $166,000
to fund the Obama inauguration, ac-
cording to data released by the tran-
sition team. That makes Google em-
ployees the third-largest source of
donations for Mr. Obama’s inaugura-
tion, according to data compiled by
the nonpartisan Public Citizen. Goo-
gle also allowed executives to take
leaves of absence to help the Obama
transition with policy planning.

A White House spokesman said
the transition team solicited opin-
ions from a variety of interest
groups, academics and corporate ex-
ecutives, not just Google.

“President Obama has ensured
that these transition volunteers are
recused for one year from contacts
with agencies and departments
about particular matters over
which they had substantial responsi-
bility,” said White House spokes-
man Nick Shapiro.

Last fall, Google opened a new
sales office in the Washington sub-
urbs to sell its search, mapping and
software products to government
agencies. The search giant is hoping
to capitalize on the expected surge
in government contracts so agen-
cies can meet Mr. Obama’s promise
of using technology to make govern-
ment more transparent.

These products are just a sliver of
Google’s revenue. But Mike Bradshaw,
Google’s director of federal enterprise
sales, said it is important for Google
to try to get its products into govern-
ment agencies to “help them make
their information more available.”

Google also has been trying to
get Democratic and Republican poli-
ticians to use its free tools, said
Adam Kovacevich, a Google spokes-
man. “We’re building a presence in
Washington for the long term, and
that means establishing relation-
ships on both sides of the aisle.”

Google’s influence grows in Washington
Search giant, active with Obama’s transition, stands to benefit from parts of economic-stimulus package

U.S. Treasury Secretary Timothy Geithner on Capitol Hill Monday. He is leading the
charge for a response to the U.S. crisis, including stimulus and help for homeowners.

Google Chief Eric Schmidt, right, looked on as U.S. President Barack Obama met with business leaders last week.
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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 02/02 GBP 6.35 –4.6 –27.7 –16.6
Andfs. Borsa Global GL EQ AND 02/02 EUR 5.40 –6.9 –37.7 –24.7
Andfs. Emergents GL EQ AND 02/02 USD 9.37 –6.3 –51.5 –23.9
Andfs. Espanya EU EQ AND 02/02 EUR 9.75 –9.9 –37.7 –24.5
Andfs. Estats Units US EQ AND 02/02 USD 11.48 –5.8 –38.9 –22.6
Andfs. Europa EU EQ AND 02/02 EUR 5.95 –8.3 –38.9 –26.3
Andfs. Franca EU EQ AND 02/02 EUR 7.56 –8.7 –39.0 –27.3
Andfs. Japo JP EQ AND 02/02 JPY 398.58 –9.1 –41.9 –32.8
Andfs. Plus Dollars US BA AND 02/02 USD 8.15 –3.3 –22.4 –12.0
Andfs. RF Dolars US BD AND 02/02 USD 10.04 –1.7 –12.6 –5.1
Andfs. RF Euros EU BD AND 02/02 EUR 8.96 0.0 –18.6 –10.9
Andorfons EU BD AND 02/02 EUR 11.62 –2.5 –22.7 –14.5
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/02 EUR 7.75 –4.3 –30.5 –18.8
Andorfons Mix 60 EU BA AND 02/02 EUR 7.57 –6.9 –37.7 –24.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 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 02/03 EUR 10.05 –0.2 –0.9 –0.3

DJE-Absolut P GL EQ LUX 02/03 EUR 168.74 –3.7 –26.4 –15.4

DJE-Alpha Glbl P EU BA LUX 02/03 EUR 148.35 –3.6 –21.4 –11.9

DJE-Div& Substanz P GL EQ LUX 02/03 EUR 171.94 –1.7 –22.1 –13.3

DJE-Gold&Resourc P OT EQ LUX 02/03 EUR 129.90 –0.6 –32.6 –11.2

DJE-Renten Glbl P EU BD LUX 02/03 EUR 121.04 1.1 –0.4 0.6

LuxPro-Dragon I AS EQ LUX 02/03 EUR 93.83 1.1 –38.8 –13.8

LuxPro-Dragon P AS EQ LUX 02/03 EUR 91.65 1.0 –39.2 –14.7

LuxTopic-Aktien Europa EU EQ LUX 02/03 EUR 13.12 –8.4 –22.9 –11.6

LuxTopic-Pacific AS EQ LUX 02/03 EUR 9.35 3.3 –50.3 –27.4

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 02/01 SAR 4.73 –0.2 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 02/02 USD 250.00 1.8 –20.0 –8.1
Sel Emerg Mkt Equity GL EQ GGY 02/02 USD 120.21 –8.2 –51.2 –24.3
Sel Euro Equity EUR US EQ GGY 01/30 EUR 72.55 –2.6 –43.6 –30.4
Sel European Equity EU EQ GGY 02/02 USD 120.03 –12.7 –53.5 –32.4
Sel Glob Equity GL EQ GGY 02/02 USD 129.19 –10.1 –49.1 –30.5
Sel Glob Fxd Inc GL BD GGY 02/02 USD 124.49 –3.5 –16.9 –5.3
Sel Pacific Equity AS EQ GGY 02/02 USD 80.35 –11.1 –50.5 –24.8
Sel US Equity US EQ GGY 02/02 USD 92.51 –8.2 –42.3 –25.8
Sel US Sm Cap Eq US EQ GGY 02/02 USD 120.32 –8.0 –44.9 –30.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/02 EUR 287.27 –1.6 –18.5 –10.3
DSF 50/50 EU BA LUX 02/02 EUR 212.10 –1.8 –25.4 –15.4
DSF 75/25 EU BA LUX 02/02 EUR 159.22 –1.9 –32.1 –20.9
KBC Eq (L) Europe EU EQ LUX 02/02 EUR 371.41 –4.4 –44.6 –31.9
KBC Eq (L) Japan JP EQ LUX 02/02 JPY 15046.00 –10.1 –42.8 –35.1
KBC Eq (L) NthAmer EUR US EQ LUX 02/02 EUR 419.78 –8.1 –41.5 –24.6
KBC Eq (L) NthAmer USD US EQ LUX 02/02 USD 610.56 –8.0 –40.0 –22.6
KBL Key America EUR US EQ LUX 01/30 EUR 298.70 –6.3 –43.6 –25.8
KBL Key America USD US EQ LUX 01/30 USD 312.76 –6.1 –42.9 –24.4
KBL Key East Europe EU EQ LUX 01/30 EUR 984.65 –6.9 –65.9 –42.1
KBL Key Eur Sm Cie EU EQ LUX 01/30 EUR 629.65 0.1 –45.9 –34.3
KBL Key Europe EU EQ LUX 01/30 EUR 504.64 –2.7 –34.1 –25.8
KBL Key Far East AS EQ LUX 01/30 USD 849.29 –5.9 –47.9 –24.4
KBL Key Major Em Mkts GL EQ LUX 01/30 USD 321.48 –6.2 –59.9 –28.5
KBL Key NaturalRes EUR OT EQ LUX 01/30 EUR 350.27 2.8 –37.4 –17.2
KBL Key NaturalRes USD OT EQ LUX 01/30 USD 341.75 –5.2 –45.8 –17.7

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 01/30 USD 33.46 –2.0 –51.1 –24.5
LG Asian Plus AS EQ CYM 01/23 USD 34.66 –8.3 –56.1 –22.9
LG Asian SmallerCo's AS EQ BMU 02/02 USD 51.55 –6.5 –60.9 –40.1
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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Japan to buy
stockholdings
of local banks
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PCCW plans to go ahead with vote
Deal draws scrutiny
as activist alleges
improper influence

Shinsei Bank reports loss as investments sour

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

By Tomoyuki Tachikawa

TOKYO—Japan’s central bank
said it will buy one trillion yen
($11.12 billion) of stocks held by lo-
cal banks to stabilize the country’s
financial sector.

The purchases will strip banks’
balance sheets of equities that have
fallen in value. Major banks have re-
ported deep losses on their equity
holdings, threatening to undercut
their ability to lend.

This time, Japan’s economy is
sinking deep into recession as ex-
porters hit hard by the global eco-
nomic downturn lay off workers
and slash production.

“Volatility in stocks held by fi-
nancial institutions [may raise] the
risks to the overall financial system
in Japan,” Bank of Japan Gov.
Masaaki Shirakawa said. He said the
latest step would act as a safety
valve for financial-system stability.

Japan’s downturn has taken a toll
on the country’s banks, which have
traditionally held shares of compa-
nies they do business with. The val-
ues of these shares have declined as
the Nikkei has dropped about 12% so
far this year after falling 42% in 2008.

Mizuho Financial Group, Inc., the
nation’s second-largest banking
group by assets, posted a group net
loss of 50.55 billion yen in the nine
months ended Dec. 31, due to inflated
credit costs and a 243.8 billion yen
valuation loss from its stockholdings.

The size of the share purchase ap-
pears to be far smaller than the total
value of stocks on banks’ books. Ja-
pan’s largest bank, Mitsubishi UFJ
Financial Group Inc., had equity
holdings of about over four trillion
yen as of the end of September. Mi-
zuho’s securities holdings stood at
about 3.86 trillion yen, and Sumit-
omo Mitsui Financial Group, Inc.
held securities valued at about 2.78
trillion yen as of September, accord-
ing to the banks.

The Bank of Japan said it will buy
shares of companies rated BBB mi-
nus or higher from financial institu-
tions whose shareholdings total at
least 500 billion yen or account for
more than 50% of their accounting
capital. It said it will purchase
shares until April 2010, although it
isn’t clear when the operation will
start. The BOJ last bought shares
from banks between November
2002 through September 2004.
 —Michael Arnold

and Juro Osawa
contributed to this article.

By Lorraine Luk

HONG KONG—PCCW Ltd. said it
will hold a shareholder vote Wednes-
day as scheduled to consider a
US$2.1 billion buyout offer, but the
deal still faces scrutiny amid claims
that unknown parties may have tried
to improperly influence the out-
come.

Hong Kong’s dominant fixed-line
telephone company said Tuesday it
would look into claims by local me-
dia and a Hong Kong shareholder ac-
tivist that some investors had re-
ceived additional PCCW shares in re-
turn for supporting the deal.

PCCW said that it had no knowl-
edge of any improper share transfers,
and that it would report any evidence
of impropriety to the authorities.

It also said it would review its
share register between December
and January.

Meanwhile, regulators “will be
monitoring the situation closely and
will be following up on any unusual
practices if and when necessary,”
said a spokesman from the Securi-
ties and Futures Commission, which
oversees Hong Kong’s stock market.
He declined to comment further.

No one has claimed that anyone
connected with PCCW was involved
in the share transfers or identified
where the shares came from.

PCCW’s shares jumped 7.8% Tues-
day to 4.17 Hong Kong dollars (54
U.S. cents) after the company
dropped the trading hold it put on
its shares Monday, the first trading
day after the claims surfaced. But
the price remains below the
HK$4.50-a-share offer price, indi-
cating lingering doubt by some in-
vestors that the deal will be ap-
proved.

Under the proposed deal, a
group led by deal maker and PCCW
Chairman Richard Li would buy the
52% of shares owned by the public.
Mr. Li and his affiliates would then
own about two-thirds of the com-

pany, while an arm of Beijing-con-
trolled China Unicom Ltd. would
hold the rest.

The claims have complicated an
already difficult sales pitch by
Mr. Li, who pulled a lower offer in
December minutes before a share-
holder vote in the face of significant
shareholder opposition.

If approved by shareholders, the
buyout must also be approved by
the High Court under Hong Kong
law. PCCW said earlier that the
court hearing on the buyout would
take place Feb. 24.

The Securities and Futures Com-
mission can petition the High Court
to veto the buyout if it suspects there
has been some unfair arrangements
over the vote, said Neil Hyman, a
partner at law firm Slaughter & May,

which isn’t involved in the deal.
“It will then be the court which

would exercise its judgment and de-
cide whether or not to approve the
scheme,” said Mr. Hyman.

He said minority shareholders
and related parties can also peti-
tion the High Court before it makes
its decision.

CLSA analyst Timothy Chan said
he expects PCCW’s share price to
come under pressure if the deal
fails, and he maintained a “sell” rat-
ing on the stock. “We have been neg-
ative on the deal, and recent events
only make us more cautious,” he
said. “It will be bad for Hong Kong’s
image if the deal is passed without a
full and thorough investigation.”

According to the claims in the lo-
cal media and by shareholder activ-
ist David Webb, a number of PCCW
shareholders received 1,000 shares
each from an unidentified party or
parties in return for approving the
deal. At the offer price, 1,000 shares
would net each investor HK$4,500.

According to the claims, some of
the investors were insurance agents
at Fortis Insurance Co. (Asia) Ltd.
Mr. Li’s investment vehicle, Pacific
Century Regional Developments
Ltd., owned a stake in that business
but sold it to Fortis NV in 2007. A
spokeswoman for Fortis Insurance
said any private investments by
agents weren’t related to the com-
pany and noted that PCCW and For-
tis Insurance are separate entities.

By Alison Tudor

TOKYO—Japan’s Shinsei Bank
Ltd. reported a net loss for the fiscal
third quarter and said it expects its
second full-year loss in three years
as risky overseas investments
turned sour.

The midsize bank, one-third
owned by U.S. buyout fund J.C. Flow-
ers & Co., is attempting to stem the
red ink by slashing costs and bulk-
ing up in the Japanese consumer-
lending market.

Shinsei recorded a net loss of
12.8 billion yen ($142.8 million),
compared with a net profit of 10.4
billion yen a year earlier, hurt by
losses on European asset-backed in-
vestments, rising credit costs on
real-estate loans and write-downs
on its equity holdings.

The bank lowered its forecast for
the fiscal year ending March 31 for
the second time to a net loss of 48 bil-

lion yen. It narrowly avoided a short-
fall last fiscal year by selling its head-
quarters building in central Tokyo.

The longer-term outlook for the
next fiscal year ending March 2010
looks cloudy. “Given the bleakness
of the economic environment and
low visibility on earnings, we are
just giving an outlook that we will
be at break-even or better,” said
Rahul Gupta, Shinsei’s chief finan-
cial officer.

Shinsei, which was bailed out by
the government a decade ago, still
hasn’t repaid all of the taxpayers’
money. Over the past five months,
its shares have fallen 70% to 112 yen,
well below 745 yen, the level at
which the Japanese government
would claw back its money.

The financial crisis has laid bare
the risks Shinsei took in such areas
as U.S. residential mortgages and Eu-
ropean asset-backed investments
and securities over the past few

years. Its recovery plan is to exit
large tracts of its overseas business,
cut costs by shrinking its payroll
and focus on Japan. Executives say

that going forward, profits are likely
to be more dependable but also less
lucrative.

In the past, Shinsei has struggled
to carve out a profitable and sustain-
able niche for itself in the face of
fierce competition from Japan’s
three financial conglomerates,
which have close ties with Japanese
corporate and retail customers.

Shinsei is betting it can be suc-
cessful in the Japanese consumer-fi-
nance sector and has gradually
bulked up in the sector. Tuesday, it
said it will launch a tender offer to
buy the third of consumer lender
Shinki Co. Ltd. that it doesn’t al-
ready own at a cost of as much as 4.8
billion yen.

In September, Shinsei paid 580
billion yen for General Electric Co.’s
consumer-finance arm in Japan.
The bank hopes to create cost sav-
ings by using one platform for all of
its consumer-lending operations.
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Lower U.S. mortgage rates
help to bolster home sales

Focus on financial fraud
U.S. attorney general
vows aggressive push;
FBI may get funding

By David Roman

And William Mallard

SINGAPORE—The International
Monetary Fund cut its forecasts for
Asia’s 2009 economic growth, say-
ing the “major downturn” in the glo-
bal economy is hitting Asia hard,
but that the region could bounce
back quickly if countries take the
right policy steps.

The IMF expects Asian gross do-
mestic product to grow an average
of 2.7% this year, with devel-
oping Asian nations grow-
ing 5.5% driven by resilient
growth in China and India,
IMF Managing Director Do-
minique Strauss-Kahn said
Tuesday. As recently as No-
vember, the IMF forecast
that Asia would grow 4.9%
this year.

The IMF’s downgrade is
roughly in line with recent
cuts in estimates by private-
sector economists.

Mr. Strauss-Kahn said
Asian economies have solid
fundamentals, but that there is “a
lot of downside risk” to the interna-
tional lender’s regional forecasts
due to worries about the after-
shocks from the global crisis and
the health of the banking systems of
some countries.

But he said that there is also
room for optimism and that some
Asian economies are well-posi-
tioned to lead a global recovery
starting late this year if they in-
crease government spending, cut in-
terest rates further, and strengthen
their banking systems.

He said the IMF expects average

Asian growth to bounce back to 5%
in 2010.

Export-reliant Asia “was not the
epicenter of the crisis,” but the region
“has been hit hard because of the glo-
bal linkages” as its export markets
have weakened drastically, he said.
“Asian economies cannot recover
alone but, when the recovery starts,
some of them will recover very fast.”

The IMF last week slashed its glo-
bal 2009 forecast to a “virtual stand-
still” of 0.5% growth from its Novem-

ber projection of 2.2%
growth, with a recovery to
3% in 2010.

“Some Asian countries
are very good candidates
to lead the recovery pro-
cess,” depending on recov-
ery in their export markets
and steps taken at home,
Mr. Strauss-Kahn said.
“The problem is to shift
from an export model to a
domestic-growth model.”

Many Asian economies
have room to increase fis-
cal and monetary stimulus,

said Anoop Singh, director of the
IMF’s Asia and Pacific department.

“All over Asia inflation rates are
falling faster than the interest
rates,” he said. “Therefore, in many
cases there remains considerable
room for further monetary easing.”

Mr. Strauss-Kahn reiterated the
IMF’s forecast that China will grow
6.7% this year. He said it “will be
very challenging but possible” for
Beijing to hit its 8% official target
and would require big policy
changes, especially shifting the fo-
cus of growth to domestic demand
and away from exports.

By Evan Perez

WASHINGTON—One of the big-
gest challenges facing Eric Holder
as he takes over the U.S. Justice De-
partment is how to tackle white-
collar crime amid public pressure
to prosecute Wall Street bankers
and others blamed for the global fi-
nancial crisis.

Mr. Holder was confirmed by
the Senate on Monday in a 75-21
vote, and was sworn in
shortly afterward as the
first African-American at-
torney general.

Mr. Holder left a lucra-
tive practice in Washing-
ton at Covington & Burl-
ing LLP, where he de-
fended corporate clients
in criminal probes, to take
over a department that
has seen its record on fi-
nancial crimes come un-
der attack.

The Justice Department early
in the Bush administration culti-
vated a get-tough reputation on
corporate fraud following the col-
lapse of Enron Corp. But in recent
months critics have found fault
with the department for not doing
more to uncover the mortgage-re-
lated frauds that have caused

some of the problems crippling
banks around the world.

Democrats and Republicans in
Congress are questioning the de-
partment’s allocation of resources
at the Federal Bureau of Investiga-
tion, which after the Sept. 11, 2001,
attacks diverted agents to terror
cases from white-collar crimes.
The Senate version of the eco-
nomic-stimulus legislation now be-
ing debated in Congress includes a
proposal for $75 million for the
FBI to hire hundreds of new agents
“to investigate mortgage fraud,
predatory lending, financial fraud
and market manipulation.”

Mr. Holder on Tuesday prom-
ised an aggressive push on finan-

cial-fraud cases. “We’re
not going to go on any
witch hunts, but to the ex-
tent that what this nation
is facing is the result of
fraud and misconduct
we’ll find it and we’ll hold
people accountable.”

Current cases are focus-
ing largely on individuals,
rather than companies.
That partly reflects fears
that indicting companies
for wrongdoing could

cause them to collapse, putting in-
nocent employees out of work at a
time of economic distress.

William Black, economics and
law professor at the University of
Missouri at Kansas City, said com-
panies involved in malfeasance
should still be targeted.

“There are excuses not to prose-

cute corporations: People are
scared to death of the pushback,
politically, if you cause a company
to fail. As long as we have that
kind of attitude, you will have no
deterrence,” Mr. Black said. “I fear
the new administration has not
learned that lesson at all.”

The Bush administration has
defended its record on white-col-
lar crime. The Justice Department
tallied nearly 1,300 corporate-
fraud convictions by the end of
2008, including more than 200
chief executives and presidents,
more than 120 corporate vice pres-
idents, and more than 50 chief fi-
nancial officers, according to fig-
ures supplied by the department.

As deputy attorney general un-
der President Bill Clinton, Mr.
Holder issued guidelines on white-
collar defendants that came to be
known as the Holder Memoran-
dum. Critics later called the tactics
in the memo excessive, including
the threat of indictment against
companies to gain access to infor-
mation that is usually protected by
attorney-client privilege.

After moving to private prac-
tice, Mr. Holder was more sympa-
thetic to the corporate view. In
writings and interviews, he raised
questions about the wisdom of in-
dicting companies in high-profile
investigations such as the one of
Arthur Andersen. The accounting
firm went out of business after it
was indicted, even though the gov-
ernment lost much of the underly-
ing case upon appeal.

IMF cuts Asia forecasts
to average 2.7% growth

Dominique
Strauss-Kahn

Eric Holder
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By Conor Dougherty

Distressed-home sales and fall-
ing mortgage rates helped stimu-
late the U.S. housing market in De-
cember. But recovery remains a
way off as rising unemployment, a
surplus of housing inventory and
more home vacancies continue to
weigh on home sales.

The National Association of Re-
altors Tuesday said its index of
pending home sales, which mea-
sures contracts signed but not
closed, rose 6.3% in December
from a month earlier. The index is
designed to measure the direction
of the housing market and should
therefore translate into rising
home sales in the beginning of this
year.

Economists say the rise is
partly the result of lower mort-
gage rates that pushed potential
buyers into the market. The aver-
age rate for a conforming 30-year
fixed mortgage fell to as low as
5.06% in December, a full percent-
age point from late November, ac-
cording to HSH Associates, a finan-
cial publisher. Rates were 5.38%
Monday evening.

Falling mortgage rates have ef-
fectively cut the price of already
less-expensive homes, making
monthly payments more afford-
able and nudging prospective
home buyers into the market.
“The lower mortgage rates offset
the need for big price declines,”

said Dan Oppenheim, a housing an-
alyst at Credit Suisse.

That is good news for anyone
trying to sell a home but probably
doesn’t foretell a housing turn-
around. At the same time that
home prices and mortgage rates
have been falling, companies have
slashed jobs, adding those who
might have been home buyers to
the ranks of the unemployed. The
U.S.lost about two million jobs in
the final four months of 2008;
economists estimate the nation
lost 538,000 nonfarm jobs in Janu-
ary and that the unemployment
rate will have risen to 7.5% from
7.2% in December.

There also is a glut of unsold
homes, and during the past few
months roughly half of real-estate
sales have been made up of dis-
tressed or foreclosed homes that
are sold at bargain rates, and
quickly. Rising home inventories
and competition from distressed
sales have created a brutal market
for home sellers. Economists say
the housing market will remain
tough until inventories fall and
foreclosure sales are a smaller
slice of the market.

A separate report Tuesday, from
the U.S. Census Bureau, showed the
homeowner-vacancy rate increased
to 2.9%, from 2.8% in the third quar-
ter. The vacancy rate hovered be-
tween 2.8% and 2.9% throughout
2008, compared with between 2%
and 2.8% from 2005 to 2007.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 02/02 USD 7.52 –8.4 –44.1 –27.4
Am Blend Portfolio I US EQ LUX 02/02 USD 8.80 –8.3 –43.6 –26.8
Am Growth A US EQ LUX 02/02 USD 21.88 –4.5 –31.6 –17.6
Am Growth B US EQ LUX 02/02 USD 18.57 –4.5 –32.2 –18.5
Am Growth I US EQ LUX 02/02 USD 24.08 –4.4 –31.0 –17.0
Am Income A US BD LUX 02/02 USD 7.21 1.0 –10.7 –3.2
Am Income A2 US BD LUX 02/02 USD 15.38 1.1 –10.7 –3.2
Am Income B US BD LUX 02/02 USD 7.21 0.9 –11.4 –3.9
Am Income B2 US BD LUX 02/02 USD 13.34 1.0 –11.4 –4.0

Am Income I US BD LUX 02/02 USD 7.21 1.0 –10.2 –2.7
Am Value A US EQ LUX 02/02 USD 6.90 –4.3 –37.3 –23.4
Am Value B US EQ LUX 02/02 USD 6.41 –4.5 –37.9 –24.1
Am Value I US EQ LUX 02/02 USD 7.37 –4.3 –36.8 –22.7
Asian Technology A OT EQ LUX 02/02 USD 8.02 –8.3 –44.4 –29.5
Asian Technology B OT EQ LUX 02/02 USD 7.08 –8.4 –45.0 –30.2
Asian Technology I OT EQ LUX 02/02 USD 8.88 –8.3 –44.0 –28.9
Emg Mkts Debt A GL BD LUX 02/02 USD 11.82 2.2 –18.3 –6.5
Emg Mkts Debt A2 GL BD LUX 02/02 USD 14.21 2.1 –18.4 –6.6
Emg Mkts Debt B GL BD LUX 02/02 USD 11.82 2.1 –19.1 –7.4
Emg Mkts Debt B2 GL BD LUX 02/02 USD 13.81 2.0 –19.2 –7.5
Emg Mkts Debt I GL BD LUX 02/02 USD 11.82 2.2 –17.8 –6.0
Emg Mkts Growth A GL EQ LUX 02/02 USD 18.38 –8.3 –56.7 –27.9
Emg Mkts Growth B GL EQ LUX 02/02 USD 15.72 –8.3 –57.2 –28.7
Emg Mkts Growth I GL EQ LUX 02/02 USD 20.23 –8.2 –56.4 –27.3
Eur Blend A EU EQ LUX 02/02 EUR 8.60 –5.8 –45.8 –31.8
Eur Blend I EU EQ LUX 02/02 EUR 8.78 –5.9 –45.4 –31.3
Eur Growth A EU EQ LUX 02/02 EUR 5.36 –3.8 –43.6 –29.1
Eur Growth B EU EQ LUX 02/02 EUR 4.87 –3.8 –44.1 –29.8
Eur Growth I EU EQ LUX 02/02 EUR 5.81 –3.6 –43.1 –28.5
Eur Income A EU BD LUX 02/02 EUR 5.09 0.8 –20.7 –12.6
Eur Income A2 EU BD LUX 02/02 EUR 9.29 0.9 –20.8 –12.7
Eur Income B EU BD LUX 02/02 EUR 5.09 0.7 –21.3 –13.3
Eur Income B2 EU BD LUX 02/02 EUR 8.69 0.7 –21.4 –13.4
Eur Income I EU BD LUX 02/02 EUR 5.09 0.9 –20.2 –12.1
Eur Strat Value A EU EQ LUX 02/02 EUR 6.39 –8.2 –48.5 NS
Eur Strat Value I EU EQ LUX 02/02 EUR 6.49 –8.2 –48.0 NS
Eur Value A EU EQ LUX 02/02 EUR 6.65 –8.7 –46.3 –32.9
Eur Value B EU EQ LUX 02/02 EUR 6.17 –8.9 –46.9 –33.6

Eur Value I EU EQ LUX 02/02 EUR 7.62 –8.7 –45.9 –32.3
Gl Balanced (Euro) A EU BA LUX 02/02 USD 11.65 –4.1 –35.1 NS
Gl Balanced (Euro) B EU BA LUX 02/02 USD 11.45 –4.3 –35.8 NS
Gl Balanced (Euro) C EU BA LUX 02/02 USD 11.59 –4.1 –35.3 NS
Gl Balanced (Euro) I EU BA LUX 02/02 USD 11.78 –4.2 –34.7 NS
Gl Balanced A US BA LUX 02/02 USD 12.42 –6.5 –37.8 –20.8
Gl Balanced B US BA LUX 02/02 USD 11.92 –6.6 –38.5 –21.6
Gl Balanced I US BA LUX 02/02 USD 12.80 –6.5 –37.4 –20.3
Gl Bond A US BD LUX 02/02 USD 8.44 –0.9 –5.1 0.2
Gl Bond A2 US BD LUX 02/02 USD 14.08 –0.9 –5.2 0.1
Gl Bond B US BD LUX 02/02 USD 8.44 –1.0 –6.1 –0.9
Gl Bond B2 US BD LUX 02/02 USD 12.45 –1.0 –6.1 –0.9
Gl Bond I US BD LUX 02/02 USD 8.44 –0.8 –4.6 0.8
Gl Conservative A US BA LUX 02/02 USD 12.73 –3.4 –22.6 –10.7
Gl Conservative A2 US BA LUX 02/02 USD 14.08 –3.4 –22.6 –10.7
Gl Conservative B US BA LUX 02/02 USD 12.71 –3.5 –23.4 –11.6
Gl Conservative B2 US BA LUX 02/02 USD 13.50 –3.5 –23.4 –11.6
Gl Conservative I US BA LUX 02/02 USD 12.75 –3.4 –22.1 –10.2
Gl Eq Blend A GL EQ LUX 02/02 USD 8.02 –10.3 –54.3 –33.3
Gl Eq Blend B GL EQ LUX 02/02 USD 7.59 –10.4 –54.7 –34.0
Gl Eq Blend I GL EQ LUX 02/02 USD 8.40 –10.2 –53.9 –32.7
Gl Growth A GL EQ LUX 02/02 USD 29.58 –8.3 –53.9 –31.6
Gl Growth B GL EQ LUX 02/02 USD 24.92 –8.3 –54.3 –32.3
Gl Growth I GL EQ LUX 02/02 USD 32.61 –8.2 –53.5 –31.0
Gl High Yield A US BD LUX 02/02 USD 3.04 3.3 –29.0 –14.3
Gl High Yield A2 US BD LUX 02/02 USD 5.96 3.5 –29.0 –14.4
Gl High Yield B US BD LUX 02/02 USD 3.04 3.2 –29.8 –15.3
Gl High Yield B2 US BD LUX 02/02 USD 9.67 3.4 –29.8 –15.3
Gl High Yield I US BD LUX 02/02 USD 3.04 3.4 –28.5 –13.8

Gl Value A GL EQ LUX 02/02 USD 7.45 –12.2 –54.8 –35.1
Gl Value B GL EQ LUX 02/02 USD 6.91 –12.3 –55.2 –35.7
Gl Value I GL EQ LUX 02/02 USD 7.87 –12.2 –54.4 –34.5
India Growth A EA EQ LUX 01/30 USD 57.59 –0.3 –52.1 –16.4
India Growth B EA EQ LUX 01/30 USD 49.68 –0.4 –52.5 –17.4
India Growth I EA EQ LUX 01/30 USD 59.45 –0.3 –51.9 –16.3
Int'l Health Care A OT EQ LUX 02/02 USD 116.18 –1.1 –25.9 –14.4
Int'l Health Care B OT EQ LUX 02/02 USD 98.90 –1.1 –26.7 –15.3
Int'l Health Care I OT EQ LUX 02/02 USD 126.02 –1.0 –25.3 –13.8
Int'l Technology A OT EQ LUX 02/02 USD 69.82 –4.6 –42.7 –24.1
Int'l Technology B OT EQ LUX 02/02 USD 61.06 –4.6 –43.2 –24.8
Int'l Technology I OT EQ LUX 02/02 USD 77.73 –4.5 –42.2 –23.5
Japan Blend A JP EQ LUX 02/02 JPY 4753.00 –11.4 –48.1 –35.5
Japan Blend I JP EQ LUX 02/02 JPY 4854.00 –11.4 –47.7 –35.0
Japan Growth A JP EQ LUX 02/02 JPY 4940.00 –11.2 –45.1 –34.1
Japan Growth I JP EQ LUX 02/02 JPY 5047.00 –11.1 –44.7 –33.6
Japan Strat Value A JP EQ LUX 02/02 JPY 4555.00 –11.7 –51.1 –36.9
Japan Strat Value I JP EQ LUX 02/02 JPY 4642.00 –11.6 –50.7 –36.4
Real Estate Sec. A OT EQ LUX 02/02 USD 9.36 –12.3 –51.8 –39.3
Real Estate Sec. B OT EQ LUX 02/02 USD 8.63 –12.4 –52.3 –39.9
Real Estate Sec. I OT EQ LUX 02/02 USD 9.99 –12.2 –51.4 –38.8
Short Mat Dollar A US BD LUX 02/02 USD 6.62 –1.7 –21.2 –11.7
Short Mat Dollar A2 US BD LUX 02/02 USD 8.62 –1.6 –21.3 –11.7
Short Mat Dollar B US BD LUX 02/02 USD 6.62 –1.7 –21.5 –12.1
Short Mat Dollar B2 US BD LUX 02/02 USD 8.61 –1.7 –21.7 –12.1
Short Mat Dollar I US BD LUX 02/02 USD 6.62 –1.6 –20.7 –11.1

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Meriwether and partners consider new fund

Shanghai and Seoul advance
as Tokyo, Hong Kong decline

Euro Corporate Bond
Funds that invest primarily in corporate-issued securities denominated in or hedged into the
relevant currency. Ranked on % total return (dividends reinvested) in U.S. dollars for one year
ending February 03, 2009

Leading 15 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Triodos Triodos Fonds EURiNethrlnds –6.67 –8.17 4.16 2.93
Groenfonds Inc Management

5 Orsay Euro Banque d'Orsay EURiFrance –7.17 –9.40 2.24 3.90
Crédit Acc

5 ASN ASN Bank N.V. EURiNethrlnds –6.29 –9.75 2.90 2.70
Groenprojectenfonds Inc

NS ESPA BOND Erste Sparinvest EURiAustria –6.81 –10.15 NS NS
FINANCIALS Acc KAG

5 Seligson Seligson & Co EURiFinland –7.48 –10.99 2.31 3.49
Euro Corp Bond indeksi A Acc Rahastoyhtiö Oyj

5 iShares • Barclays Global EURiIreland –9.54 –11.04 NS NS
Corporate Bond Inc Investors

5 SK Deka Investment EURiGermany –5.60 –11.29 1.23 3.07
CorporateBond Invest Deka Inc GmbH

5 Pioneer Inv Pioneer EURiAustria –6.32 –11.37 1.32 3.77
Aus Corporate Trend A Inc Investments Austria GmbH

5 W&W Euro W & W Asset EURiIreland –6.76 –11.81 2.05 NS
Corporate Bond A Inc Management Dublin Limited

5 SGAM Invest Société Générale EURiFrance –6.69 –11.86 1.65 3.64
Euro Corporate 1-3 Acc
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

For some, oil still good call
Savvy investors see
opportunity betting
on price differences

FUND SCORECARD
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By V. Phani Kumar

And Kate O'Keeffe

Asian markets ended mixed Tues-
day as export-related shares and fi-
nancials broadly advanced but prop-
erty developers lost ground on a
weak outlook for prices.

Japanese stocks took a volatile
ride before being
grounded by de-
clines in lenders
such as Shinsei
Bank and Mitsub-

ishi UFJ Financial Group.
In Tokyo, the Nikkei Stock Aver-

age of 225 companies closed down
0.6% at 7825.51. The benchmark
flirted with gains a few times and
rose as much as 2.7% after the Bank of
Japan announced a plan to buy stock
from Japanese banks. Shinsei Bank
lost 7.4% and Mitsubishi UFJ shares
fell 1% after Japanese media reported
they would cut earnings forecasts.
Shinsei said after the market closed
that it expects a group net loss for the
fiscal year ending in March.

Shipping stocks rose sharply,
however, after another rise for the
Baltic Dry Index, with Nippon Yusen

climbing 5.2% and Mitsui O.S.K.
Lines finishing 4.9% higher.

Chinese shares in Shanghai ex-
tended gains on hopes the govern-
ment may announce more policies to
support a weakening economy. But in
Hong Kong, property stocks declined
a day after the Hong Kong Monetary
Authority said the number of residen-
tial mortgage loans in negative eq-
uity nearly quadrupled in the last
quarter of 2008 as property prices
dropped. Sun Hung Kai lost 4.7% and
Cheung Kong (Holdings) fell 6.1%.

China’s Shanghai Composite,
where trading resumed Monday af-
ter a long Chinese New Year holiday,
extended gains to finish up 2.4% at
2060.81. That lifted the Hang Seng
China Enterprises Index, also known
as the H shares index, 0.7% in Hong
Kong. But the benchmark Hang Seng
Index closed 0.7% lower at 12776.89.

Among the region’s biggest gain-
ers were South Korea’s Kospi, add-
ing 1.4% to 1163.20, and Taiwan’s
Taipei Weighted, up 2.7% to
4372.81. In Seoul, Samsung Elec-
tronics rose 3.5% and Hynix Semi-
conductor climbed 2.4% on hopes of
a recovery in chip prices.

By Gregory Meyer

As oil prices plod along, some in-
vestors savvy about the market’s
quirks are making money, while pas-
sive investors are paying a price to
ride out the doldrums.

Since early December, oil’s trend
has been tedium. Prices have bum-
bled between about $32 and $50 a
barrel on the New York Mercantile
Exchange, with many analysts see-
ing no significant move until refin-
ers work off swollen stockpiles and
the economy picks up.

That state of play is bad news for
investors who place big bets on direc-
tion. But a number of oil traders are
trying to capitalize on shifting price
differences amid the oil market’s ka-
leidoscope of crude grades, delivery
locations, delivery schedules and
types of end products, from gasoline
to jet fuel.

BlueGold Capital Management
LLP, a $1.2 billion London hedge
fund, last year returned 209% by cor-
rectly timing oil’s rise and collapse.
Lately, Chief Executive Dennis
Crema says he sees “lots of opportu-
nities” in relative-value trades.

Such trading can be treacherous
if prices go the wrong way. But there
have been some winning calls.

An example: With tank capacity
nearly maxed out at Cushing, Okla.,
the point of delivery for Nymex
crude, the price of the U.S. bench-
mark recently fell to an extreme dis-
count to Brent crude, its European
counterpart. Anyone who went long
Brent and short Nymex crude in De-
cember would have made money as

Brent’s premium widened to more
than $9 a barrel by mid-January.

Similarly, the per-barrel price of
Nymex gasoline futures trailed crude
late last year, reflecting anemic U.S.
gasoline demand. That reversed
with the new year, with gasoline fu-
tures prices shooting to an $11-a-bar-
rel premium over crude last week.
Traders who sold crude and bought
gasoline futures late last year would
have profited on the “crack,” even
though gasoline futures have traded
unsteadily.

So while oil prices dropped 6.5%
last month, BlueGold, which took ad-
vantage of these and other relative-
value trades, was up 13%, says Mr.
Crema, a former senior trader at Vi-
tol Group, the world’s largest physi-
cal oil trader. A year ago he co-
founded BlueGold. On Tuesday,
benchmark March Nymex crude set-
tled at $40.78 a barrel, up 1.8%.

Not everyone stands to gain from
the volatile but ultimately direction-
less price moves. Trend-following
funds known as managed-futures
funds, which typically have a heavy
presence in commodities, rose 14%
last year as they latched on to defini-
tive price trends. In January their
performance was flat, according to
preliminary estimates by Barclay-
Hedge Ltd., a hedge fund data
tracker. It isn’t related to Barclays
PLC.

Passive investors in commodi-
ties, including pension funds and en-
dowments as well as retail investors
through exchange-traded funds, face
their own woes in a flat oil market.
Because oil for imminent delivery
currently costs less than contracts
for delivery later on, the index-fund
managers have to cough up a pre-
mium each month to refresh the fu-
tures contracts they hold.

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

LONDON—John Meriwether
and the other partners in JWM
Partners LLC, his hedge-fund com-
pany, are considering launching a
new fund, according to a senior of-
ficial at the company.

This comes after a year in
which Connecticut-based JWM
Partners has seen the perform-
ance of its flagship fund plummet
amid highly volatile trading condi-
tions.

The new fund could be set up
within JWM Partners or in a new
company, said the person, who is
familiar with the preparations.

The fund’s launch remains
some way off and could still fall
apart. The person said it was too
early to say what investment strat-
egy it would use.

Few new hedge funds have en-
tered the market recently given
the difficult trading conditions
and since banks have drastically
cut back the amount of money

they are willing to lend them.
Mr. Meriwether set up JWM

Partners in 1999 after his previous
fund, Long-Term Capital Manage-
ment, foundered on highly lever-
aged trading strategies and had to
be bailed out by U.S. banks in 1998.

JWM said in its December let-
ter to investors, sent in late Janu-
ary, that the value of its flagship
fund, the Relative Value Opportu-
nity Portfolio, dropped 41.57%
over 2008 to reach a net asset
value of $495.7 million.
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