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By Gregory L. White

MOSCOW—Russian au-
thorities vowed to slash
spending and shift bailouts to
banks from industry as the
country’s growing economic
troubles brought a new cut to
its debt rating.

With the ruble under pres-
sure, First Deputy Prime Min-
ister Igor Shuvalov pledged to
defend the currency. But he
warned the next month will
be “very difficult” as
the central bank
seeks to keep the ru-
ble from breaching
the floor it set for the
currency last month.

Russia spent
$200 billion—more
than a third of its re-
serves—to slow the
ruble’s slide since Au-
gust, and many ana-
lysts question
whether the central
bank will be able to prevent
further declines.

Citing the rapid loss of re-
serves and surging capital out-
flows, Fitch Ratings on
Wednesday cut Russia’s
credit rating by one notch to
BBB—two rankings above
junk. In December, Standard
& Poor’s cut its rating—the
first such reduction for Rus-
sia in a decade.

“The fact they were down-
graded today is a reminder
that they don’t have infinite
money and that’s what
they’re just beginning to get
their heads around,” said
Rory McFarquhar, an econo-
mist at Goldman Sachs in Mos-
cow.

After months of saying
Russia’s large reserves—accu-
mulated from years of surg-

ing oil prices—would allow it
to ride out the global crisis, of-
ficials in recent weeks have
taken a more modest tone,
warning the economic pain
could be severe.

Amid fears that the govern-
ment would run through most
of its $220 billion in rainy-day
funds to cover the budget defi-
cit this year, Mr. Shuvalov
said Russia would be more
cautious with reserves. He
said the government plans

“significant cuts in
state spending” on
high-profile invest-
ment projects and
other areas to keep
the deficit under
control amid the
plunge in tax reve-
nue.

Fattened by reve-
nue from high oil
and commodity
prices, the Kremlin
has increased gov-

ernment spending in recent
years, expanding salaries and
benefits but also the bureau-
cracy. This year is expected to
bring the first deficit in years.

Mr. Shuvalov’s comments
came in a speech to an inves-
tor conference sponsored by
Troika-Dialog, a Moscow bro-
kerage. He declared most of
his presentation closed to the
media, but participants re-
counted his comments later.
A spokesman confirmed the
outlines of his remarks but de-
clined to discuss details.

Instead of helping tycoons
and industry, the government
will focus on shoring up the
banking sector, which is fac-
ing write-offs from bad loans
to Russian companies.

Later, another top govern-
Please turn to back page

Framing a solution

Eyewear maker Luxottica will
offer better benefits to
soften the impact of pay cuts.
Corporate News, page 4
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By Laura Meckler

WASHINGTON—U.S. Presi-
dent Barack Obama unveiled
on Wednesday a series of pay
curbs, including a strict new
limit on executive salaries for
companies that receive “ex-
ceptional assistance.”

The rules represent the
White House’s attempt to en-
sure that financial institu-
tions receiving government
money are held accountable
for spending it responsibly.

“What gets people upset—
and rightfully so—are execu-
tives being rewarded for fail-
ure. Especially when those re-
wards are subsidized by U.S.
taxpayers,” the president said.

Under the new rules, com-
panies that receive “excep-

tional assistance” from tax-
payers may not pay any top
executive more than
$500,000 a year. Any addi-
tional compensation would
have to be in restricted stock
that will not vest until taxpay-
ers have been repaid.

This goes beyond current
rules, which bar such compa-
nies from taking a tax deduc-
tion for compensation above
half a million dollars.

“We’re going to be de-
manding some restraint in ex-
change for federal aid—so
that when firms seek new fed-
eral dollars, we won’t find
them up to the same old
tricks,” Mr. Obama said at the
White House.

Two amendments to the
U.S. stimulus bill aimed at lim-

iting executive compensation
were to be introduced in the
Senate Wednesday.

Sens. Ron Wyden (D., Ore.)
and Olympia Snowe (R.,
Maine) have put forward a
plan to claw back bonuses al-
ready paid to senior execu-
tives at firms that received
funds from the Troubled As-
set Relief Program in the final
quarter of 2008. It would give
companies a choice: They
could return to the U.S. Trea-
sury any amount over
$100,000 paid in bonuses to
executives, or pay a 35% ex-
cise tax on the part of the bo-
nus exceeding $100,000.

A second proposal set to
be introduced by several Dem-
ocratic senators would place

Please turn to page 31

U.S. President Barack Obama, left, and Treasury Secretary Timothy Geithner at the White House Wednesday.
‘What gets people upset—and rightfully so—are executives being rewarded for failure,’ Mr. Obama said.

Funding the bomb
Europe’s companies keep
the Iranian regime
afloat. Pages 13, 15

Igor Shuvalov

By Alistair MacDonald

And Angela Henshall

LONDON—French oil com-
pany Total SA will offer con-
cessions to U.K. workers in a
bid to end a rash of strikes pro-
testing the use of foreign la-
bor, underscoring the chal-
lenges British Prime Minister
Gordon Brown faces in han-
dling a rising tide of protec-
tionist sentiment.

Total offered to allot to U.K.
workers 102 of 200 temporary
constructionjobsatitsLindsey
oil refinery in the town of Im-
mingham, in eastern England.

Contract construction
workers at the refinery walked
off the job last week to protest
the plan to use Italian laborers
on a coming expansion at the
refinery site. The British con-

tract workers aren’t perma-
nent Total employees.

The dispute sparked a se-
ries of wildcat strikes by an es-
timated 2,000 workers at
more than a dozen other refin-
eries, power plants and en-
ergy facilities across the U.K.
Strikers at several sites re-
turned to work Wednesday.

The Lindsey workers will
vote Thursday morning on To-
tal’s proposal. The offer is sup-
ported by Unite—the U.K.’s
largest manufacturing work-
ers’ union—which advised To-
tal’s contract workers but
doesn’t represent all of them.
Derek Simpson, joint general
secretary of the Unite union,
said no Italian worker on the
Lindsey construction project
would lose his job as a result

Please turn to page 31

Leading the News: Russia’s moves in Central Asia could be a wake-up call for the U.S.
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Obama unveils curbs on pay

Moscow shifts
fight for economy

Total offers 102 jobs

to settle U.K. strikes

Inside
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Roche reported a rare drop
in profit and offered a gloomy
outlook for 2009, saying it
expects slowing sales growth.
But the Swiss drug maker
said it is confident it will com-
plete its takeover of biotech
company Genentech. Page 3

n Three European insurers
offered a shot of optimism to
the sector, posting stronger
2008 figures, partly due to
overseas operations. Page 2

n Obama risked a backlash
within his own party by criti-
cizing “Buy American” provi-
sions in the U.S. stimulus
bill. The EU also has criti-
cized the measures. Page 10

n The U.S. stimulus plan ex-
ceeds $900 billion after the
Senate added money for med-
ical research and tax breaks
for auto purchases. Page 9

n European shares rose as
BHP and Alcatel-Lucent reas-
sured on earnings trends. U.S.
stocks were mixed. Page 20

n BHP’s earnings fell 57% in
the fiscal first half, hurt by
slumping prices and declining
demand for metals. Page 24

n Panasonic forecast a loss
of $4.3 billion for the current
fiscal year and said it plans
to cut about 15,000 jobs, or
5% of its work force. Page 5

n Time-Warner posted a
$16 billion net loss for the
fourth quarter, hit by a huge
write-down and a slump in its
Time publishing unit. Page 5

n How to rebuild the Gaza
Strip and its economy remains
a stumbling block as Israelis
and Palestinians negotiate de-
tails of a cease-fire. Page 9

n Euro-zone retail sales fell
1.6% in December as rising
unemployment hurt con-
sumer spending. Page 12

n Iceland’s Baugur filed for
court protection of its assets,
casting uncertainty over its
retail-chain stakes. Page 19

n Alcatel-Lucent posted a
large fourth-quarter loss, but
the telecom-equipment maker
said signs show a turnaround
may be under way. Page 3

n Hong Kong regulators will
investigate the circumstances
behind a PCCW shareholder
vote approving a $2.1 billion
buyout of the firm. Page 4

n The Vatican demanded that
a bishop who denied the Ho-
locaust recant his positions
before being fully admitted in-
to the Roman Catholic church.
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Just two weeks after it
was launched, the center-
piece of the U.K.’s latest
bank bailout plan is rapidly
coming unglued.

The Asset Protection
Scheme is supposed to offer
banks insurance against
their most toxic exposures.
But the proposal, rushed
out before the details were
worked out, was seriously
flawed. If the Treasury is
forced to abandon it, U.K.
banks will face yet more de-
bilitating uncertainty.

The Treasury failed to
take account of complex
rules governing the way
banks calculate their regula-
tory capital. The APS is sup-
posed to mean the Treasury
absorbs 90% of all losses on
eligible assets above an ini-
tial threshold. By capping
losses, the Treasury as-
sumed banks would need to
hold less regulatory capital,
freeing up capital for lend-
ing. But for the idea to
work, the Treasury is likely
to be forced to set the first-
loss threshold so low that
taxpayers will effectively
pick up all the losses. That
would be politically very dif-
ficult to justify.

The problem lies in the

Basel II banking regula-
tions, which set out capital
requirements that vary by
the perceived riskiness of
assets that a bank holds.
For a portfolio of loans, it is
determined by the pro-
jected default rate. But the
capital that banks must
hold against equity is fixed
at 100%. The snag is that
first-loss exposure under
the APS will be treated as
equity, similar to the equity
tranche of a securitization.

Consider a bank with a Œ1

billion ($1.3 billion) portfolio
of blue-chip European corpo-
rate debt. Based on the
iTraxx index, Barclays Capi-
tal estimates that the portfo-
lio would require 5.28%
(Œ52.8 million) of regulatory
capital under Basel II rules.
But what if the bank was to
put those assets into the APS
and the first-loss threshold
was set at 8%, the same as
that used in the U.S. to guar-
antee toxic assets held by
Citigroup and Bank of Amer-
ica? Under the rules, the
bank would have to allocate
full capital against the first
8%, equivalent to Œ80 mil-
lion. In other words, the regu-
latory capital required has
increased.

Under these conditions,
it is hard to see why a bank
would participate in the
plan, because it would re-
duce regulatory capital and
spook investors. Nor would
the plan fulfill one of the
Treasury’s main objectives:
freeing up regulatory capi-
tal, thereby enabling banks
to boost lending.

That leaves three options.
First, the Treasury can set
the first-loss thresholds ex-
tremely low—in the above sce-
nario, 5.25%. That could ex-

pose taxpayers to huge losses
even if some were clawed
back via the plan’s fees.

Second, the Treasury
could seek to reduce the
risk-weighting on equity.
The reason why the Bank of
America deal worked is that
the U.S. has yet to switch to
Basel II, so U.S. banks are
only charged a 20% risk-
weighting on first-loss as-
sets. But changing the rules
for U.K. banks would re-
quire an amendment to the
European Capital Require-
ments Directive.

Third, the Treasury could
abandon the insurance plan
and opt instead for a so-
called “bad bank” for those
assets where the first-loss
threshold would have to be
too low. Comments by Chan-
cellor Alistair Darling sug-
gest the Treasury is prepar-
ing the ground for such a
U-turn. But while a “bad
bank” could reduce the
losses for taxpayers, it may
force banks to crystallize
such large losses that fur-
ther capital injections—and
in some cases, full national-
ization—becomes inevitable.
Bank investors must cross
their fingers and hope the
Treasury is feeling generous.
 —Simon Nixon

The trouble with the ruble
Is Almaty showing Mos-

cow the way? Kazakhstan’s
central bank allowed a 25%
depreciation of the tenge,
the national currency,
Wednesday. Its Russian
counterpart, meanwhile, is
forlornly trying to control
the ruble’s descent. The ru-
ble has quickly fallen to the
new floor the central bank
has set. Forward rates im-
ply a further 20% deprecia-
tion over 12 months. The
cost of Russia’s defense of
the ruble is growing. Fitch
downgraded the country’s
credit rating Wednesday to
BBB. Fitch’s main concern:
the depletion of foreign-ex-
change reserves, down by
about $210 billion to $390
billion in six months.

Moscow’s fear of devalua-
tion stems from the 1998 fi-
nancial crisis, when there
was a run on the currency.
Another panic could de-
stroy Prime Minister
Vladimir Putin’s reputation
as a safe pair of hands, as
the collapse in commodity
prices has brought Russia’s
rapid recent growth shud-
dering to a halt. Conven-
tional wisdom would sug-
gest that the central bank
ought to let the ruble find
its own level, rather than

waste its reserves on de-
fending the indefensible.

But it would still be a
big gamble to let the ruble
float freely. Investor confi-
dence in Russia’s ability to
grapple with the rest of its
economic troubles is ebb-
ing. The government is
struggling to stabilize the
banking system and stimu-
late the economy as social
tensions rise. Wednesday, it
abandoned its commitment
to stick to its 2009 budget
despite the downturn. In-
stead it is cutting spending
this year. And another $40
billion has been earmarked
for Russia’s banks after an
initial $29 billion bailout.

But if these measures
don’t work, the currency
would have further to fall—
increasing the cost of servic-
ing Russia’s estimated $500
billion in foreign debt.

Essentially, the central
bank—and the Kremlin—are
caught between an eco-
nomic rock and a political
hard place. Moreover, the
present crisis has revealed
all too clearly that the hard
work of reforming Russia’s
economy has yet to be
done, and it remains a lever-
aged bet on the oil price.
 —Matthew Curtin
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D.R. Horton said orders for new homes, like this one in Frisco, Texas, declined 35%
to 2,777 homes. Still, the results were better than competitors’.

D.R. Horton narrows loss
U.S. builder’s sales
a cause for optimism
in struggling sector

ment official said the plan calls for
providing $40 billion in a second
wave of help for the top banks.

Mr. Shuvalov said the govern-
ment would be more selective about
its assistance to industry, forcing
borrowers to work out their prob-
lems directly with creditors. “Our
business is not prepared to get in-
volved in bankruptcies and working
out companies but this is the path
we will have to go down,” he said.

“Some of the measures an-
nounced by the authorities ... gave
rise to expectations that we intended
to save all companies,” he said. “We

aren’t going to save everyone.”
The Kremlin’s priorities for aid,

he said, would be the military indus-
try, energy giants like OAO Gaz-
prom, and railroad, electricity and
other infrastructure companies.

A $50 billion facility set up last
year to refinance foreign debts of
magnates at risk of losing stakes in
their companies to margin calls
won’t be continued, Mr. Shuvalov
said. He suggested the government
might have been wrong to lend $4.5
billion, its largest bailout loan, to
metals tycoon Oleg Deripaska’s UC
Rusal, since the shares originally
used as security are now valued at

about $1.5 billion.
“We’re facing some very difficult

challenges. So certainly the forecast
for Russia at the moment is worse
now than at the end of 2008,” Fi-
nance Minister Alexei Kudrin told a
news conference in London.

Mr. Shuvalov said Russia’s econ-
omy would see growth of “zero or
lower” this year, with a million job
losses expected in the coming
months. Later at the conference,
German Gref, former economics
minister and now head of the na-
tional savings bank OAO Sberbank,
warned that Russia needed to pre-
pare for a three-year crisis.

Continued from first page

Russia acts to preserve economy

Big flaws in U.K.’s bank plan

By Michael Corkery

D.R. Horton Inc., the U.S.’s larg-
est home builder by volume, sur-
prised Wall Street with better-than-
expected fiscal first-quarter sales,
offering a sign that some large build-
ers are likely to survive the worst
housing downturn in generations.

The Fort Worth, Texas-based
builder said its orders in the quarter
ended Dec. 31 fell 35% to 2,777
homes, besting other builders that
recently reported order drops as
high as 80%. Horton’s relative suc-
cess shows that inexpensive new
homes can compete with dis-
counted foreclosed homes, which
have been siphoning many buyers
from the new-home market.

“It is a wonderful quarter,” Hor-
ton’s chief executive Donald Tom-
nitz said in a conference call with an-
alysts Tuesday.

The first-quarter results sent
Horton’s shares soaring by as much
as 25% on Tuesday, before closing at
$7.42, up 21%. The Dow Jones
Wilshire U.S. Home Construction In-
dex, which includes most large build-
ers, rose 7%.

Many analysts attributed the
rally to short-covering, as short-sell-
ers betting that many companies
would have trouble surviving this
downturn, took their money off the
table.

One big concern had been
whether Horton would have enough
cash to pay its near-term debt. Hor-

ton said it has repaid $460 million
that was due this winter and it owes
an additional $250 million by Janu-
ary 2010, according to Credit Suisse
analyst Dan Oppenheim. Meantime,
Horton ended the quarter with $1.9
billion in cash on its balance sheet.
“Given its current cash balance, we
do not view its near-term debt matu-
rities are an issue,” says Dan Oppen-
heim, a housing analyst at Credit
Suisse.

Smaller, cash-starved builders,
however, which tend to operate in
fewer markets than the national
builders, are running into big prob-
lems. Banks are shutting off financ-
ing and forcing dozens of bankrupt-
cies nationwide. The latest is North
Carolina-based St. Lawrence
Homes Inc., which sought Chapter
11 protection, citing tightening
credit from lenders.

Not every public builder is out of
the woods. Big write-downs have
eroded the equity values of Hovna-
nian Enterprises Inc. and Beazer
Homes USA Inc., and increased the
companies’ overall leverage to lev-
els that may be difficult to refi-
nance, according to Zelman & Asso-
ciates, a housing research firm.

To be sure, Horton’s first-quar-
ter results were boosted by a $622
million tax refund, which was
driven by the sale of undeveloped
land at huge discounts at the end of
last year.

Also, Horton wrote down just
$56 million of land values during
the quarter following a huge $1.15
billion write-down in the previous
quarter. Late Tuesday, builder Cen-
tex Corp. reported a $590 million
write-down in its latest quarter. As
the economy weakens and house
prices keep dropping, many build-

ers are likely to take additional
write-downs.

“The housing market is going to
take longer than this year to re-
cover,” says Ivy Zelman, chief execu-
tive of Zelman & Associates. She
pointed to Census data released
Tuesday showing the homeowner
vacancy rate swelled to 2.9% in the
fourth quarter, matching a record
and suggesting that the nation’s
housing glut isn’t dropping.

Even as it reduces its prices to
compete with foreclosures, Horton
says it has been able to preserve its
margins by building on low-cost
land and cutting construction costs.
Mr. Tomnitz saidHorton is planning
to team with banks and build on
land and in subdivisions taken back
from troubled builders.

“We believe we are the builder in
terms of our cash position to help
banks work through the lot posi-

tion,” Mr. Tomnitz said on the con-
ference call.

Other bright spots for Horton in-
cluded a cancellation rate of 38%,
down from 47% in the previous quar-
ter. Horton reported a loss for its

first fiscal quarter of $62.6 million,
or 20 cents a share, compared with a
year-ago loss of $128.8 million, or 41
cents a share. Home-building reve-
nue fell to $900.3 million from $1.7
billion a year ago.

Recent comments from Alistair
Darling suggest a U-turn’s afoot
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Russia plans Central Asian force
Rapid-reaction team
would match NATO,
Medvedev says

A day after the president of Kyr-
gyzstan won $2 billion in Russian
aid and announced plans to oust the
U.S. from a vital air base in his coun-
try, the Kremlin unveiled plans to
form a potent new military force in
Central Asia with former Soviet sat-
ellites that it says will match NATO
standards.

Moscow’s moves mark the Krem-
lin’s most aggressive steps yet to re-
assert its influence in the region
and counter a U.S. military presence
there that it has long resented.

The moves pose a challenge to
the administration of Barack
Obama, which has hoped for an era
of easier relations with Moscow af-
ter years of tumult and confronta-
tion. Since he took office last
month, Mr. Obama has distanced
himself from Bush administration
initiatives that antagonized Mos-
cow, suggesting softer stances on is-
sues like missile defense and expan-
sion of the North Atlantic Treaty Or-
ganization in Europe, and softening

rhetoric toward Iran.
But Russia is signaling that it

will be a tough defender of its inter-
ests in any case, especially in its tra-
ditional backyard of the former So-
viet Union. On Wednesday, just a
day after Kyrgyzstan said it planned
to evict U.S. troops from its soil, Rus-
sia announced a financial rescue
fund for a group of ex-Soviet allies,
and won their agreement to form a
military rapid-reaction force.

“Russia would like to reassert it-
self in the region, and it is using the
financial crisis as an opportunity,”
said Nikolai Zlobin, senior fellow at
the World Security Institute, a
Washington-based think tank. “Rus-
sia might not be the most powerful

country in the world, but in the
former Soviet Union it is king.”

Russian paratroopers will form
the core of the force, which is ex-
pected to consist of about 10,000
men. Russia’s envoy to NATO,
Dmitry Rogozin, said Kyrgyzstan
may host some of the troops at the
base that will be vacated by the U.S.
military. Russian President Dmitry
Medvedev said the force will be
ready “to rebuff military aggres-
sion,” fight international terrorism,
drug trafficking and organized
crime, and handle natural and tech-
nological disasters.

“These are going to be quite for-
midable units,” Mr. Medvedev said.
“According to their combat poten-

tial, they must be no weaker than
similar forces of the North Atlantic
alliance,” or NATO.

Though Russia has been fighting
the effects of the global crisis, its fi-
nancial footing is far better than
that of most former Soviet states,
and lately it has been using money
to strengthen ties with those coun-
tries. When Kyrgyzstan President
Kurmanbek Bakiyev said he in-
tended to shut the base, Moscow
said it was extending $2 billion in
loans and an additional $150 million
in financial aid to the country.

Russia also is discussing aid pack-
ages to Armenia and Belarus, other
former satellites hit hard by the fi-
nancial crisis. Russia has strong-
armed others, such as Ukraine, that
had been paying below-market
rates for natural gas.

The Kyrygz push to close the
Manas Air Base stunned Pentagon
officials. Kyrgyzstan had made simi-
lar demands before, and American
officials said they initially assumed
the government was merely trying
to get better financial terms for the
use of the base.

“Frankly, we thought it was a ne-
gotiating tactic, and we were ready
to call their bluff,” said a military of-
ficial. “But it’s becoming clearer
that, no kidding, they want us out.”

The initial agreement between
Washington and Bishkek allows ei-
ther government to cancel their
Manas deal 180 days after giving
written notice of the intent to do so.
U.S. officials said they expect the
Kyrgyz parliament to formally ap-
prove ending the deal this weekend,
which would mean the six-month
countdown would start early next
week.

The loss of Manas would be a
blow to the escalating U.S. war ef-
fort in Afghanistan.

“We have contingencies, and it’s
not fatal, but there’s no way around
the fact that this would be a real
blow,” said a senior Pentagon offi-
cial. “It could also leave us more de-
pendent on Russia, which is not a
place we’d like to be.”
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By Vladimir Guevarra

Three major European insurers—
Italy’s Assicurazioni Generali SpA,
the U.K.’s Aviva PLC and Spain’s Map-
fre SA—offered a shot of optimism to
the sector Wednesday when they
posted stronger 2008 figures, partly
thanks to their overseas operations.

Although the global economic cri-
sis hasn’t hit insurers as deeply as
banks, worries about a spillover into
the sector and the need for some com-
panies to raise new capital have been
growing. Wednesday’s results under-
score the importance of overseas
growth strategies for insurers, as
their domestic markets offer much
less room for growth.

Generali, the biggest of the three
by market capitalization, said its full-
year direct premiums rose 4.1%,
thanks to higher sales in Central and
Eastern Europe. Direct premiums,
which don’t include those for reinsur-
ance, rose to Œ67.4 billion ($87.9 bil-
lion) from Œ64.8 billion a year earlier.
It will release its full year results, in-
cluding final gross premiums on
March 20.

London-based Aviva said it posted
an 11% increase in life-and-pensions
new-business sales for 2008, as sales
in North America, Asia and some
parts of Europe made up for a lacklus-
ter growth in the U.K. New-business
sales rose to £36.3 billion ($52.5 bil-
lion) from £32.7 billion in 2007, the
London-based company said.

Aviva’s sales in the U.K. grew only
1% to £11.86 billion while sales in
North America were up 57% at £5.71
billion, helped by a good performance
of AmerUs, which Aviva bought two
years ago.

Spain’s Mapfre said its 2008 net
profit jumped 23% to Œ900.7 million
from Œ731.1 million a year earlier,
boosted by new acquisitions and mod-
erate growth in insurance premiums
in Spain and Latin America.

Mapfre’s chairman expects 2009
revenue to beat last year’s revenue.

 —Sabrina Cohen and Christopher
Bjork contributed to this article.
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The new version of SAP AG’s
business-software suite is installed
and runs on a corporate customer’s
computers. A Leading the News
headline in some editions Wednes-
day incorrectly described the prod-
uct as Web-based.

On business-networking site
LinkedIn, visitors who clicked links
on fake celebrity-profile pages were
taken to third-party sites where ma-
licious software, called malware,
was hosted. A Jan. 29 Marketplace

article on cyber-crime incorrectly
implied that the malware was down-
loaded when users clicked on the
profile pages themselves.

Under a proposed alliance with
Chrysler LLC, Fiat SpA would pro-
vide technology to Chrysler that
would cost Chrysler $3 billion or
more to develop on its own. A Lead-
ing the News article Tuesday incor-
rectly indicated Fiat would directly
invest money in Chrysler’s vehicle
portfolio.

Insurers report
stronger results
on overseas gains

By Alan Cullison in Moscow and
Yochi J. Dreazen in Washington
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Workers demonstrate outside the Lindsey refinery in the U.K. on Wednesday.
Their union recommended they end their walkout over the hiring of foreign workers.

a limit, from this point on, for the to-
tal compensation of executives at
firms receiving bailout money from
the Treasury at $400,000—the same
level as the U.S. president’s salary.

At the White House, Mr. Obama
was joined by Treasury Secretary
Timothy Geithner, who will release
more details of the administration’s
new financial rescue package next
week, a strategy widely expected to
cost more than the $350 billion re-
maining in the Troubled Asset Re-
lief Program.

The strictest rules apply only to
firms that are in such bad financial
shape that they need a particularly
large sum of money or other help,
like that given to American Interna-
tional Group Inc., Bank of America
Corp. and Citigroup Inc.

The White House also said that
additional executives at the firms re-

ceiving “exceptional assistance”
will be subject to existing rules re-
garding bonuses and “golden para-
chutes” for the top executives. Un-
der current rules, the top five senior
executives are required to repay bo-
nuses if it is later found that the com-
pany misstated its financials; the
new rules will subject the top 25 ex-
ecutives to that provision. Existing
rules ban golden parachutes for the
top five senior executives; the new
rules cover the top 10 executives,
and limit severance packages for
the next 25 executives.

In addition, all banks receiving
help will face tougher restrictions,
including new rules limiting golden
parachutes and requirements that
shareholders have a say on compen-
sation for top executives, known as
“say on pay.” Specifically, senior-ex-
ecutive compensation plans and ra-
tionale must be submitted to a non-

binding shareholder resolution.
All banks will face tougher disclo-

sure rules, which will affect spending
on matters such as aviation services,
office renovations, entertainment
and holiday parties, conferences and
events, and golden parachutes.

The new rules wouldn’t be ap-
plied retroactively to companies
that have already received aid. In-
stead, companies that have already
received help from the Treasury will
be required to demonstrate that

they have complied with the exist-
ing rules and agree to strict monitor-
ing and oversight.

Mr. Obama intends for these stan-
dards to mark the start of a long-
term effort to institute a “sensible
framework” for executive compen-
sation that promotes sound risk
management and long-term growth
while preventing future financial cri-
ses, an administration official said.

Possible steps for the future in-
clude requiring compensation com-
mittees on all public financial insti-
tutions to review and disclose strate-
gies for aligning compensation with
sound risk-management.

Another possibility is requiring
top executives to hold stock for sev-
eral years after it is awarded to en-
courage a more long-term focus on
the firm’s economic interests.

The Treasury Department plans
a conference on executive-pay re-

form to discuss many of these ideas.
 —Deborah Solomon

and Henry J. Pulizzi
contributed to this article.
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of the agreement.
The concessions from the French

company highlight the predicament
for Mr. Brown and other leaders, as
the recession prompts calls by work-
ers and companies for protection
from foreign competition.

Mr. Brown’s ruling Labor party
built its economic policy in part on
the benefits of open markets, and
European Union rules guarantee the
right of companies to hire workers
from anywhere in the EU. But as bil-
lions of pounds in bailout packages
fail to slow the rise in unemploy-
ment and Mr. Brown’s popularity
rating wanes, pressure is growing
to address workers’ concerns.

The strike was widely criticized
in Italy, with Foreign Minister
Franco Frattini calling the protests
“indefensible.” The strikers at Lind-
sey were protesting Total’s decision
to award a contract to the Italy-
based company Irem SpA to do con-
struction work at the site using its

own work force from abroad. The
protestors were concerned that U.K.
workers weren’t being given the
chance to apply for the 200 jobs,
which will last for a minimum of
nine weeks. Irem’s contract is part
of the entire refinery expansion,
which has an estimated value of
£200 million (Œ221.5 million).

On Wednesday, a spokesman for
Mr. Brown said the government
“welcomes the progress that has
been made,” but that it is a matter
for the “company and the union to
resolve between themselves.” Mr.
Simpson of Unite said the dispute at
Lindsey refinery was part of a much
wider problem “that will not go
away if the unofficial strikers go
back to work.”

The large ports of Immingham
and nearby Grimsby have benefited
from the rise in global trade. Now
the companies that provide many of
the area’s jobs are cutting back, in-
cluding foreign firms such as Icelan-
dic food producer Bakkavor. At 7.5%,

the region’s unemployment rate is
one of the highest in the country,
well above the 6.2% national aver-
age.

Trevor Oliver, who runs Oliver
Construction Ltd in Immingham
and has lived in the town all his life,
pegs the recession as the source of
the ill feeling towards foreign work-
ers. “It is the big question people
are asking now: Shouldn’t we keep
jobs in Britain, keep Britain Brit-
ish?” he said.

Some government officials are
already making protectionist
noises. Immigration Minister Phil
Woolas recently said he wants to
make it harder for non-EU workers
to get the sort of jobs that British
college graduates can fill, using a
new points-based immigration sys-
tem. The system, modeled after
one in use in Australia, grades
workers and students hoping to en-
ter the U.K. on criteria including
education, age and need for their
skills. In March the government

will extend the points-based sys-
tem to students, and will require
universities and colleges to regis-
ter if they want to bring non-EU

students to the U.K. to study.
 —Stacy Meichtry in Rome and

Lananh Nguyen
contributed to this article.
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Total offers jobs to settle U.K. strikes

Notes: Includes Bear Stearns, Goldman Sachs Group, 
Lehman Brothers Holdings, Merrill Lynch and Morgan 
Stanley; bonuses are based on 60% of total 
compensation and benefits paid by the firms; 2008 
results for Bear include fiscal first-quarter only, 
Lehman results include first six months of fiscal 2008

Source: the companies
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Some bank officials chafe at pay-cap rules
Executives debate
wisdom of U.S. reach
into company matters

Obama unveils pay limits at firms that get aid

FROM PAGE ONE

President Barack Obama’s pro-
posed $500,000 pay cap prompted
grumbles and cheers from bank ex-
ecutives across the U.S., as they de-
bated the wisdom of the govern-
ment digging deep into company
matters such as compensation.

Rusty Cloutier, chief executive
and president of MidSouth Bancorp
Inc. in Lafayette, La., said dictating
terms of executive pay “is the begin-
ning of a path that could go in bad
directions.” None of the executives
at the bank, which received $20 mil-
lion from the Treasury’s Troubled
Asset Relief Program, makes close
to $500,000, he said.

But Mr. Cloutier, who is leading a
series of 17 town-hall meetings with
consumers in Louisiana and Texas
to talk about the economic down-
turn, argued that the government

should treat its TARP financing as
any bank would treat a loan. Many
banks, like Mr. Cloutier’s, accepted
TARP money to bolster their capital,
not because they were failing. “Do I
tell my clients that, no, they can’t
have the loan if they take their wife
up to New York for the weekend?”
Mr. Cloutier said. “No, we make sure
they have the ability to pay us back
and we make a loan based on that.”

Mr. Obama unveiled on Wednes-
day a series of pay curbs, including a
strict new limit on executive sala-
ries for companies that receive “ex-
ceptional assistance.”

Under the new rules, companies
that receive “exceptional assis-
tance” from taxpayers may not pay
any top executive more than
$500,000 a year. Any additional
compensation would have to be in
restricted stock that wouldn’t vest
until taxpayers have been repaid.

The rules represent the White
House’s attempt to ensure that fi-
nancial institutions receiving gov-
ernment money are held account-
able for spending it responsibly. The
administration’s tighter restric-
tions won’t apply to any of the exist-
ing financial-rescue programs, in-
cluding Treasury’s $250 billion ef-

fort to inject capital into banks.
The announcement comes amid

growing hostility toward high com-
pensation and other perks. Wells
Fargo & Co. hastily canceled plans
Tuesday to host a Las Vegas em-
ployee conference after lawmakers in
Washington criticized the trip. Gold-
man Sachs Group Inc. called off a Mi-
ami hedge-fund conference, telling cli-
ents that going ahead with the lavish
event could cause image problems.

Other companies are either can-
celing sales-reward trips or justify-
ing marketing expenditures, such as
Bank of America Corp.’s sponsor-
ship of an “NFL Experience” tent
complex at the Super Bowl. Bankers
say the furor over such expendi-
tures may make it more difficult to
do business. Sponsorships of high-
profile events and rewards to loyal
customers generate revenue and
have been fixtures in banking cir-
cles for years, they say.

“I understand the mood of the
country right now,” said S. Phillip
Collins, chief executive of Sound
Banking Co., a coastal North Caro-
lina bank that received $3 million in
TARP money. No one at his bank
would be affected, he said, but if a
bank’s top executives are making

money for shareholders, “they
should be rewarded for it.”

At Evergreen Federal Bank in
Grants Pass, Ore., not one of the 80
employees makes $500,000—in-
cluding President Brady Adams.
“That is an awful lot of dough,” Mr.
Adams said. But Mr. Adams, whose
bank hasn’t taken any bailout
money, said the government’s ap-
proach sets an “arbitrary standard
without consideration for individ-
ual decisions.”

Many of the big players, such as
Bank of America, Wells Fargo and
SunTrust Banks Inc. didn’t com-
ment on Mr. Obama’s plan.

But not all bank executives are
outraged by the idea. “I’ll be quite
honest with you, I’m pretty much a
staunch Republican but I’m feeling
like a populist Democrat right now,”
said Chevis Swetman, president and
chief executive of Peoples Financial
Corp. in Biloxi, Miss. Mr. Swetman,
whose bank hasn’t requested TARP
money, cited with anger reports of
extravagant perks and lavish trips
associated with some large banks
that have taken money.

“How many billions does the U.S.
Treasury have to provide to some of
these people that just don’t get it and

just don’t understand?” Mr. Swetman
said. “These people ain’t got a clue.”

The government “should have
some say in limiting excess,” said
Steve Foster, president of LCNB
Corp., in Lebanon, Ohio. The bank,
which boasts $650 million in assets,
received $13.4 million in TARP funds,
according to government data.

“If you’re going to take the
money, you should expect some
terms and conditions,” he added,
noting that all LCNB executives
make far less than $500,000.

The risk of the proposal isn’t that
it inserts the government further
into company matters, said CEO
Frank A. Kissel of Peapack-Glad-
stone Financial Corp. in New Jersey.
It is that it furthers a perception of
“us versus them,” he said, rather
than the federal government and the
banking system working together to
stabilize the U.S. economy.

The original TARP investment
was meant to bolster strong banks,
to bolster capital and make new
loans, Mr. Kissel said. “We looked at
the government as a new investor in
our bank. It’s our intention to pay
back every penny to the taxpayer.
 —Dan Fitzpatrick

contributed to this article.

All banks receiving
help will face rules
giving shareholders
a ‘say on pay.’

By Valerie Bauerlein,
Alex Roth and Paulo Prada
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By Leila Abboud

And Jethro Mullen

Telecom-equipment maker Alca-
tel-Lucent reported a fourth-quar-
ter net loss of Œ3.89 billion
($5.07 billion) because of a write-
down related to aging technologies
and deteriorating market condi-
tions, yet the new chief executive
said there are signs that a turn-
around is under way.

After five months on the job, Al-
catel-Lucent Chief Execu-
tive Ben Verwaayen has
made progress on several
problems that hurt the com-
pany’s margins and profit-
ability last year.

The company has
stemmed losses on a wire-
less technology, known as
W-CDMA, by dropping
overlapping product lines.
Alcatel-Lucent had prom-
ised to halve the losses in
that wireless line last year.
In an interview, Mr. Verwaayen
said the company has exceeded
that goal.

In China, where Alcatel-Lucent
last year undertook the controver-
sial strategy of cutting prices on mo-
bile technology so as not to lose mar-

ket share, the company is now well-
positioned to win new contracts,
Mr. Verwaayen added.

These are “positive signs” that
Alcatel-Lucent is on the right track,
Mr. Verwaayen said, adding that the
company met its targets for cash
flow, revenue and profit. “But we
still have a lot of work to do to con-
vince our shareholders that this is a
management team that will de-
liver,” he said.

Investors sent Alcatel-Lucent’s
shares up 2.5% to close at
Œ1.50 in Paris Wednesday.

In its earnings state-
ment, Alcatel-Lucent said
fourth-quarter revenue
fell 5.3% to Œ4.95 billion
from Œ5.23 billion a year
earlier. Analysts had fore-
cast revenue of Œ4.9 bil-
lion, so the results came in
largely in line with market
expectations.

Pierre Ferragu, a Lon-
don-based analyst at San-

ford C. Bernstein, said the “fairly
good” fourth-quarter result showed
that “the change in management is
bearing fruit.” But he cautioned
that Alcatel-Lucent still faces major
challenges, such as its weak wire-
less technology and an overreliance

on the fixed-line phone business,
which was starting to decline in
some markets.

The Œ3.91 billion write-down an-
nounced by the company Wednes-
day reflects “weaker market condi-
tions” and Alcatel-Lucent’s decision
to abandon some aging technolo-
gies in favor of new, higher-growth
technologies, said Chief Financial
Officer Paul Tufano.

In the fourth quarter of 2007, the
company had announced a net loss
of Œ2.58 billion, also because of a
write-down on CDMA assets. Alca-
tel-Lucent, like all companies, must
regularly assess the value of its in-
tangible assets, known as goodwill,
which include its reputation, cus-
tomer base and work force.

Beyond the write-down, Alcatel-
Lucent faces a tough year ahead as
big telecommunications operators
such as Verizon Communications
Inc. and Vodafone Group PLC slow
their spending on fixed, mobile and
Internet networks. The economic
downturn means fewer customers
will sign up for pricey new services
such as mobile television, so the op-
erators have little incentive to in-
vest in equipment.

Analysts expect capital expendi-
tures at telecom companies to drop

this year. Alcatel-Lucent says the
market for telecom equipment
could drop 8%-12%, while its rival
Nokia Siemens Networks—a joint
venture between Nokia Corp. and
Siemens AG—expects at least a 5%
decline. Telefon AB L.M. Ericsson, a
leading maker of wireless-phone
networks, predicts a flat market.

Alcatel-Lucent has been unprof-
itable since it was created in a

merger between Paris-based Alca-
tel SA and Lucent Technologies
Corp., based in Murray Hill, N.J., in
December 2006. Linking Alcatel
with Lucent was supposed to create
a company big enough to weather
rising industry competition and con-
solidation among the telecom opera-
tors that buy equipment. Instead,
the new company was forced to cut
prices as rivals tried to pick off its
customers, hurting profitability.
Planned cost savings from the
merger didn’t materialize.

Mr. Verwaayen was brought in
last summer to turn the company
around, and revive a work force trau-
matized by fallout from the merger.
In December he announced a com-
panywide effort to ratchet down
costs to improve profitability, as
well as a new strategic focus on inno-
vation and certain new technologies
such as fourth-generation mobile
products known as LTE. He prom-
ised Œ750 million in savings this
year through staff cuts, better pro-
curement strategies and stricter
pricing policies with customers.

“We need to do more to expand
our margins,” Mr. Verwaayen said.
“But from a psychological point of
view, I think we’re making
progress.”

Alcatel posts $5.07 billion loss, but CEO sees progress

Roche profit declines 8%
Rare slide reflects
currencies, Tamiflu;
slower sales forecast

Exit path gets tougher for founders of start-up firms
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Ben Verwaayen

Roche CEO Severin Schwan, above, at a news conference on Wednesday. The
Swiss drug maker posted a rare decline in profit as full-year sales slipped 1%.

By Russ Garland

For founders of companies
backed by venture capital, the
road to an exit keeps getting
longer—and the chances to take
some money off the table along the
way are even fewer in a recession.

The idea that founders and top
management should get some li-
quidity before investors do isn’t a
popular one in the venture busi-
ness. The paradigm is for everyone
to pull together to build a great
company—with financial gains for
all shareholders when the com-
pany goes public or gets bought.

In the years before the financial
meltdown, some lucky entrepre-

neurs were able to cash out as ven-
ture capitalists battled to back the
hottest start-ups.

Such stock purchases will be
“much less common in a capital-
constrained environment where
both companies and purchasers of
stock would rather see the capital
going into the company,” says
David Cowan, a partner at Besse-
mer Venture Partners.

The problem for entrepreneurs,
and venture investors, is that it
can take nearly a decade for a
start-up to go public or get ac-
quired, especially now that the
market for initial public offerings
is stopped up. Start-ups typically
are developing products and test-

ing markets, and their value lies in
high-growth potential—not their
existing business.

Founders sold existing stock
they held in their companies to in-
vestors in slightly less than 10% of
initial venture financings sur-
veyed for the Dow Jones Venture
Capital Deal Terms Report. That
percentage probably reflects a
number of companies that
founders had bootstrapped to near
profitability by the time the ven-
ture capitalists invested.

Pascal Levensohn, managing
partner and founder of Levensohn
Venture Partners, says his firm has
bought shares from company man-
agement once in a dozen years and

that was for strategic reasons.
“We would all like to see everyone
get out at the same time,” he says.

Venture capitalists worry that
managers won’t work as hard to
grow the company if they get an
early payoff.

For venture investors in third-
or later-round financings, the dy-
namics can be different because
they sometimes want to increase
their ownership stakes beyond
what the company is willing to
sell. This can be accomplished by
buying common stock from
founders and top management, or
sometimes preferred shares from
prior investors.

It’s not unusual for later-stage

investors to buy about 10% of an en-
trepreneur’s stock, says J. Sanford
“Sandy” Miller, a general partner
at later-stage venture firm Institu-
tional Venture Partners. “It’s been
a way into some new companies
for us.”

But even in these types of fi-
nancings, the economy is having a
negative effect because company
valuations have fallen, making the
sale of shares to investors less at-
tractive to entrepreneurs, Mr.
Miller says. Also, investors are
more concerned about providing
operating capital to the company
so it can survive the economic
downturn.

LEADING THE NEWS

Alcatel-Lucent
Net loss, in billions

Source: the company
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By Jeanne Whalen

And Anita Greil

Swiss drug maker Roche Hold-
ing AG reported a rare drop in profit
and offered a gloomy outlook for
2009, saying it expects slowing
sales growth and flat earnings per
share.

Roche shares took one of their
biggest falls in years Wednesday af-
ter the company said profit declined
8% in 2008, a poor performance for
a company that has been among the
industry’s best performers. Still,
the company said it is confident it
will complete its roughly $40 billion
takeover of biotech company Genen-
tech Inc., for which Roche last week
announced a hostile tender offer.

Roche attributed the weaker-
than-expected results to a strong
Swiss franc, lower income from fi-
nancial investments and lower sales

of flu drug Tamiflu, which govern-
ments have been buying less to
stockpile against a possible flu pan-
demic. Roche, which sells prescrip-
tion drugs and also equipment for di-
agnosing and monitoring disease,
said profit was also hurt by tough
competition in the U.S. for diabetes
monitoring tools.

At a meeting at Roche headquar-
ters in Basel, Switzerland, Chief Ex-
ecutive Severin Schwan told report-
ers that Roche plans to start meet-
ing with Genentech shareholders to
discuss the offer after the beginning
of the tender, which is scheduled to
start in the next two weeks. Roche is
offering to buy the 44% of Genen-
tech it doesn’t already own.

Asked on a conference call what
would happen if Roche didn’t com-
plete the Genentech takeover, Chief
Financial Officer Erich Hunziker
said, “Over the last seven, eight
years did you ever see that this man-
agement team did not achieve a ma-
jor task which we had announced to
you?”

Roche said full-year net profit at-
tributable to shareholders fell to
8.97 billion francs, from 9.76 billion

francs in 2007. Roche doesn’t pub-
lish quarterly earnings. For the full
year, sales slipped 1% to 45.62 bil-
lion francs from 46.13 billion francs.
In local currencies, sales rose 6%.

In Switzerland, Roche shares fell
9.1% to end at 147.8 francs.

This year, Roche said it expects
sales growth in the midsingle-digit
percentage range in local curren-
cies, a slowdown from 2008 guid-
ance of high-single-digit sales
growth. The company expects its
CellCept drug for transplantation to
face competition from generics, and
breast-cancer drug Herceptin to see
slowing sales amid high market pen-
etration.

Roche said it will have high re-
search and development costs this
year, and low income from financial
investments, which will keep over-
all earnings per share flat at 2008
levels. Mr. Schwan said Roche’s
2008 R&D spending of 9 billion
francs was among the highest at
any drug company, underscoring
Roche’s commitment to innovation
“at a time when many of our com-
petitors are short-sightedly relying
on cost-cutting exercises as a rec-

ipe for success.”
Sales at Roche’s prescription-

drug unit were hurt by a fall in Tami-
flu revenue. The Swiss franc’s appre-
ciation against the dollar, the euro
and other currencies further dented
sales.

Roche’s large portfolio of cancer
drugs performed well, with sales ris-
ing 15% for the year. Cancer drugs

Rituxan, Avastin and Herceptin
each posted sales of more than 5 bil-
lion francs.

In the diagnostics division, oper-
ating profit fell 28%. The company
blamed amortization of intangible
assets from recent acquisitions and
investments in the acquired compa-
nies, as well as fierce competition in
the U.S. diabetes market.
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Video sites entice users
New editing features
encourage audiences
to stay and play

Amazon offers casual games

Asustek and Garmin create
alliance to sell smart phones

By Katherine Wegert

And Kevin Kingsbury

Barry Diller’s IAC/InterActive-
Corp reported a fourth-quarter
profit thanks to an investment gain,
but the company’s core Ask.com
search engine and related busi-
nesses slumped sharply.

Theresultsreflectthefirstfullquar-
ter since IAC split into five separate
companies in August. The restructur-
ing left Ask, which lags far behind
search-market leader Google Inc., as
IAC’s biggest business.

Ask.com has been posting im-
proved profit because of a deal under
whichGoogleprovidesmostoftheads
on the site. But in the fourth quarter
theIAC unitthatincludesAskposted a

13% drop in operating in-
come, from a year earlier, be-
fore amortization.

IAC said the volume of
searchqueriesfell,adropat-
tributedin part to economic
weakness, lower marketing
spending and a revamping
of Ask.com last fall that IAC
says reduced the number of
clicks consumers had to
make to find the right
search result.

Since the August split, a
hot topic for investors is what Mr.
Diller will do with IAC’s cash stock-
pile, now at $1.9 billion. Mr. Diller
said Tuesday that the cash “isn’t ex-
actly gathering cobwebs yet” but
that in the second half of the year the

company may return some
of the money to investors,
most likely by buying back
IAC shares.

IAC swung to a quar-
terly net income of $227
million, or $1.57 a share,
from a year-earlier loss of
$370 million, or $2.53 a
share.Thelatestquarterin-
cluded a gain of $1.67 a
share from the sale of IAC’s
stake in a television shop-
pingchannelinJapan.Rev-

enue was $351 million, down 7.4%
from a year earlier.

IAC and News Corp.’s Dow Jones &
Co., publisher of The Wall Street Jour-
nal, jointly own a personal finance
Web site.

By Christopher Lawton

Online video—once a click-and-
watch experience—is increasingly
looking for audience participation.

Web-video sites, including Goo-
gle Inc.’s YouTube, Veoh Networks
Inc. and Overlay.TV Inc., have re-
cently added or plan to add features
that let users embed interactive
commentary and links into videos.
Dailymotion Inc. in October added a
feature called VideoZap, which lets
users add a toolbar to their own
Web site that displays their favorite
Dailymotion videos.

The new editing features have
spurred the appearance of more on-
line videos in which users control
the action. For example, a series
called “The Time Machine” on You-
Tube is made up of nine videos that
follow three 20-something charac-
ters—Chad, Matt and Rob—as they
battle dinosaurs, zombies and bad
guys en route to a business meeting.
At the end of each roughly two-
minute segment, viewers can click
on links embedded in the video and
choose what the characters do next.
That takes them to another video,
where the characters continue their
journey or die, ending the game.
Since its October launch, “The Time
Machine” has garnered nearly three
million views.

“All of a sudden we could do
something we’d never done,” says
Matt Bettinelli-Olpin, 30, a pro-
ducer of “The Time Machine.” The

videos are intended to promote Los
Angeles-based comedy production
company ChadMatt&Rob.

The appearance of the new video
features represents the next step in
how the Internet is used. While peo-
ple before could only turn up the vol-
ume or click on a larger screen for
online videos, they can now use the
format to engage with friends and
fans. That makes online videos part
of a larger entertainment move-
ment—where users control the me-
dium, interact with others or have
the sense of “being there,” as in the
cases of Internet-connected TVs
and videogames, as well as live
events shown in 3-D at movie the-
aters.

The new tools are also important
for online video companies, which
are working to keep viewers at a
time when more competing sites

have popped up. The video sites are
working to keep consumers en-
gaged for longer periods of time—
making the sites more appealing to
advertisers. “Everything boils down
to keeping users on our site,” says
Nikhil Chandhok, a product man-
ager with YouTube.

Internet-research company com-
Score Inc. has tracked this increase.
The average time spent watching on-
line videos was 3.1 minutes in No-
vember, up from 2.8 minutes a year
earlier. They’re also watching more
video overall. In November, U.S. In-
ternet users viewed 12.7 billion vid-
eos online, up 34% from a year ear-
lier.

YouTube’s traffic grew by nearly
45% to 81.9 million unique visitors
in December from 56.6 million a
year earlier, according to comScore.
It’s too early to tell what long-term
impact the new tools will have, but a

YouTube spokesman says that tens
of millions of video playbacks each
day include the interactive ele-
ments.

Kyle Hohn, a 17-year-old high-
school senior in Santee, Calif., re-
cently checked out “The Time Ma-
chine.” He says the videos haven’t
made him spend more time on You-
Tube, but adds: “I like it more with
the interactive videos.” If the site
added more such segments, “that
would change my viewing habits. I’d
watch those more than the regular
videos.”

Adding interactive features to a
video is relatively simple but still
takes some effort. On YouTube, a
user logs on to his account and navi-
gates to an area where his uploaded
videos are listed. There, he can click
on an “annotations” tab under his
video and jump to any point inside
in segment. He then clicks to add a
text box or dialog bubble on the
video screen. After typing in a text
message or link, the box can be re-
sized, dragged and dropped any-
where on the screen.

On Overlay, another video site,
registered viewers can annotate any
video being shared—not just their
own.

To do this, users click on a tab la-
beled “create new,” select a video
they want to annotate and then use
tabs to add text boxes, dialog bub-
bles, clip art or links to video. The
original video is not altered—Over-
lay features are played on top of the
original video and can be turned on
or off by the viewer.

Ben Watson, vice president of
marketing for Overlay.TV, says that
providing these tools for viewers to
alter videos promotes sharing, con-
tributing to the site’s three million
views since it was launched in Sep-
tember.

“I think in our specific case, the
personalization of the actual videos
is what is driving the views,” Mr.
Watson says.

Using some of these features ef-
fectively can be a challenge, how-
ever. James McQuivey, an analyst
with Forrester Research, predicts
that the majority of people will con-
tinue watching linear videos on You-
Tube.

“I think viewers will get a little
tired” of interactive features, he
says. “Now that the videos are start-
ing to get cluttered with ‘click here’
and ‘do more,’ that is going to feel a
little more like spam email.”

A YouTube spokesman says view-
ers who aren’t interested in interac-
tivity can turn off the annotations
feature.
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IAC posts profit; Ask.com slumps

Barry Diller

Growth outlook is cut
for India’s tech sector

By Geoffrey A. Fowler

Amazon.com Inc. entered the ca-
sual videogames market, expanding
the Internet retailer’s digital distri-
bution business into a growing en-
tertainment genre.

The Seattle company launched a
test, or beta, version of a casual
games store Tuesday with more
than 600 games available for under
$10 apiece. Casual games are simple
games like card or word games that
typically don’t require a long-term
commitment or special skills to play.

“We felt that casual games were
an opportunity for us to both extend
our selection and do something in
the casual gaming space that is a lit-
tle unique,” said Greg Hart, Ama-

zon’s vice president of video games
and software. He added that he ex-
pects the store’s selection to grow
“vastly larger” over time.

The e-commerce giant, which re-
ported strong fourth-quarter earn-
ings last week amid a depressed re-
tail environment, has defied the
slump partly by relying on its widen-
ing array of products.

Whether Amazon gets into sell-
ing downloadable versions of larger
games “depends on the feedback
from customers,” said Mr. Hart.

Amazon faces competition in ca-
sual games from companies includ-
ing Big Fish Games and Yahoo Inc.,
but thinks it will gain an edge from
its existing relationships with cus-
tomers.

By Wei Yi Lim

And Jessie Ho

TAIPEI—Asustek Computer Inc.
will introduce co-branded smart-
phones with Garmin Ltd. in a strate-
gic alliance with the U.S.-based
maker of portable navigation de-
vices, Asustek Chairman Jonney
Shih said.

The phones will be sold under
the Garmin-Asus brand name and
“will complement our other Eee
products,” Mr. Shih said, including
the low-cost Eee personal comput-
ers, which were launched in 2007.

Taiwan-based Asustek, the
world’s largest maker of mother-
boards by shipments, said in Janu-
ary that it expects to post a loss—
the company’s first to date—for the
fourth quarter ended Dec. 31, be-
cause of poor inventory controls.
The company, which is scheduled to
report results Feb. 12, said net mar-
gin will likely range from minus-2%
to minus-5%, compared with
plus-8.2% in the third quarter.

Several Garmin-Asus smart-
phone models developed from loca-
tion-based service technology will
be launched in 2009, the first of
which will be unveiled at the Feb.
16-19 Mobile World Congress trade
show in Barcelona, the companies
said in a joint statement.

Both companies will stop produc-
ing phones under their own brand
names, and will instead make
phones under the Garmin-Asus
brand, Mr. Shih said.

Garmin Chairman and Chief Exec-
utive Min Kao said the alliance is
“advantageous to both companies,”
because they can pool their re-
search-and-development teams.

Asustek’s R&D team for phones
employs 700-800 people, while
Garmin’s team has “a few hundred”
employees, Mr. Kao said. Both com-
panies will share any profit from
this alliance equally, he added.

Both Messrs. Shih and Kao de-
clined to elaborate about the condi-
tions for the alliance.

By Jai Krishna

NEW DELHI—India’s top infor-
mation-technology and software-
services industry body Wednesday
cut the sector’s outlook, citing the
global economic downturn.

“Factoringintheimpactoftheglo-
bal economic crisis ... the industry is
expected to grow at 16%-17% in the
[fiscal] year through March 2009,”
said Som Mittal, president of the Na-
tional Association of Software and
Services Companies, or Nasscom.

Thesoftware-servicessector’sto-
tal revenue is expected to be $60 bil-
lion, of which $47 billion will be ex-
ports. The hardware sector will likely
recordrevenueof540.7billionrupees
($11.14 billion), according to Nass-
com, which represents more than
1,100 software companies in India.

It said the domestic market will
account for 1.1 trillion rupees of to-
tal revenue.

Nasscom earlier said it expects
the industry to grow 20% in the cur-
rent fiscal year, with export revenue
of about $50 billion. In the previous
fiscal year, exports rose 29% to
$40.4 billion from a year earlier.

Despite an uncertain economic en-
vironment, “our estimates indicate
the industry will clock revenue of
$60 billion-$62 billion by the finan-
cial year ending March 31, 2011,” Mr.
Mittal said at a news conference.

The U.S. economic slowdown and
its impact on other key markets have
been a concern for the industry.

But “due to our strong fundamen-
tals and as a derivative of the value
we add to our global customers, the
Indian industry will continue to
grow in spite of [the] global slow-
down,” Mr. Mittal said.

Tata Consultancy Services Ltd.,
Infosys Technologies Ltd. , Wipro
Ltd., Satyam Computer Services
Ltd. and HCL Technologies Ltd. are
India’stopsoftwareexportersbyrev-
enue.

Hyderabad-based Satyam was
plunged into turmoil after revela-
tions by founder B. Ramalinga Raju
in early January that he had over-
stated profit over several years and
created a fictitious cash balance of
more than $1 billion.

Mr.MittalsaidSatyam’sproblems
were a separate issue and not reflec-
tive of the overall technology sector.
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Los Angeles-based video company ChadMatt&Rob created ‘The Time Machine,’
an interactive video series.
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‘You cannot deliver…quality products unless people enjoy a decent quality of life,’ said
Luxottica’s Nicola Pelà. Above, a model shows eyewear in the company’s collection.

Italian luxury eyewear maker
Luxottica SpA is expected to unveil
a new social benefits program for
its domestic work force, an attempt
to nudge consumer confidence as
the global economic downturn hits
prosperous pockets of Italy’s indus-
trial north.

The economic slump has
crimped global demand for many
made-in-Italy goods, from luxury
handbags to cars. Consumer spend-
ing within Italy fell 2.3% in 2008,
compared to the year earlier, accord-
ing to Italy’s state statistics office
ISTAT. Manufacturers have slowed
production to a crawl, and compa-
nies such as Italian automaker Fiat
SpA have placed tens of thousands
of workers on leave, requiring the
state to subsidize wages while the
workers are suspended.

Cities in northern Italy are home
to some of Italy’s biggest employ-
ers, including luxury-goods firms
such as Luxottica that rely on highly-
specialized workers to craft prod-
ucts that are distinguishable from
lower-priced rivals.

Under the terms of an accord
reached after 15 months of negotia-
tions with unions, Luxottica will
spend more than Œ2.5 million ($3.2
million) a year on benefits for its
workers ranging from dental care to
scholarships, according to Nicola
Pelà, Luxottica’s head of human re-
sources. The measures are apart
from union contracts that cover
wages and working conditions. Em-

ployees’ health care and social ser-
vices are covered by the state social
welfare system. The company is ex-
pected to disclose the plan on Thurs-
day when it reports sales for the fi-
nal three months of 2008.

“The assumption is practical:
You cannot deliver and produce
quality products unless people en-
joy a decent quality of life and have
the basic needs fulfilled,” Mr. Pelà
said in an interview.

Luxottica, which produces eye-
glasses under license for brands
such as Prada and Salvatore Ferrag-
amo near the Belluno district of
Northern Italy, announced plans ear-
lier this year to place about 6,000
workers on temporary, state-subsi-
dized leave for a total of four days
during January and February. Last
month, Safilo SpA, Italy’s second
biggest eyeglass maker, said it will
idle plants for two months as it grap-
ples with slumping sales and a
heavy debt load.

The shutdowns are taking a toll
on factory towns, as households
scrimp on spending to offset lost
wages. Workers who are placed on
state-subsidized leave take an aver-
age 20% pay cut while their jobs are
suspended.

Mr. Pela said the new benefits
will remain in place regardless of
whether the economic downturn
persists and further production sus-
pensions become necessary. How-
ever, the timing of the program’s
launch will help offset the financial
strain on employees hit by tempo-
rary layoffs, he said.

Even before the economic down-
turn gripped the luxury industry,

towns specializing in luxury goods
faced tough odds. Over the past de-
cade an increasing number of
brands have begun to buy textiles
and semifinished materials from

countries with lower-cost labor like
China.

As competition with China tight-
ened, worker wages across the lux-
ury industry stagnated and work-

ers struggled to keep apace with
rises in the cost of living. Luxotti-
ca’s average monthly salary of
Œ1,200, Mr. Pela said, was “above
market rate,” but needed a supple-
ment. At the same time, Luxottica
didn’t want to simply raise wages,
which are heavily taxed in Italy, he
added.

Under the new system, Luxottica
aims to leverage its scale to buy ba-
sic goods, such as baby food, and ser-
vices at discount prices and distrib-
ute them to employees who reach
production and efficiency targets.

The targets, Mr. Pela said, are an
essential part of the new program.
Eyeglass production, from the
lenses down to the screws that hold
them in place, is a highly precise
trade. Glasses that aren’t screwed
together properly get scrapped,
driving up company costs. “Any-
thing from a wrong paint job, to a
screw that doesn’t go in perfectly, to
damaged lens can stop [eyeglasses]
from getting to the market,” he said.

Luxottica also plans to distrib-
ute scholarship money for the chil-
dren of employees to attend local
vocational schools and colleges. In
the luxury industry, where know-
how is often passed down through
generations of craftsmen, keeping
young people close to home is es-
sential.

Valeria Fedeli, a union represen-
tative for Luxottica’s employees, ap-
plauded the benefits program. How-
ever, the program won’t cure the
economic pain, she said. “We’re still
in a crisis situation.”

Luxottica to expand employee benefits
As recession stings Italy’s industrial north, eyeglass maker agrees to dental care and discounts for top producers

By Jonathan Cheng

And Lorraine Luk

HONG KONG—Local securities
regulators will investigate the cir-
cumstances behind a PCCW Ltd.
shareholder vote that blessed a $2.1
billion buyout of the company, in the
latest hurdle to deal maker Richard
Li’s years-long efforts to settle the
fate of one of his major investments.

Officials with the Hong Kong Se-
curities and Futures Commission
took possession of voting records
Wednesday night, about an hour af-
ter the end of a raucous seven-hour
shareholder meeting marked by un-
successful efforts by some inves-
tors to postpone the vote. In a state-
ment, the commission said it “will
be making inquiries,” but declined
to comment further.

At issue are claims by local me-
dia and a high-profile shareholder
activist that some people received
shares in the company in exchange
for their support. The claims didn’t
identify who might have issued the
shares.

PCCW officials said the Hong
Kong company had no knowledge
of any improper share transfers but
will look into the matter. A spokes-
man Wednesday said it would coop-
erate with the commission, as
would the buyout group led by Mr.
Li. The spokesman said Mr. Li
wasn’t available for comment.

Of the shareholders who voted,
82% approved the deal. Under the
deal, Mr. Li’s group would buy out

the 52% of PCCW shares it doesn’t
already own for 4.50 Hong Kong
dollars (58 U.S. cents) a share. The
amount is a 55% premium to the
share price before the group ex-
pressed initial interest in October
but is below the stock’s rough trad-
ing range of HK$5 in recent years.

The deal will now go before
Hong Kong’s High Court for ap-
proval under the city’s laws Feb. 24.
Attorneys in the industry said regu-
lators or minority shareholders
could challenge the buyout then.

Someinvestorsatthe meetingsaid
they would continue to oppose the
deal. “I intend to fight for my rights as
ashareholder,”saidDaisyCheung,are-
tired housewife who said she bought
PCCW shares in 2000, a year when
they sometimes traded above HK$100
a share during the dot-com bubble.
She declined to disclose additional in-
formation about her holdings.

The probe marks the latest com-
plication Mr. Li faces in settling
once and for all the fate of PCCW.
Mr. Li tried to sell all or part of the
company three times before trying
to take it private in the current deal.
Mr. Li said in the prospectus that
there would be no drastic changes
to the business model in the event of
a privatization, though he raised
the possibility of an initial public of-
fering when markets improve.

Once an Internet highflier,
PCCW now is Hong Kong’s domi-
nant fixed-line telephone pro-
vider—a steady cash-generating
business, but one that offers limited

prospects for growth, given Hong
Kong’s stable population. Analysts
say it must strike partnerships with
other firms in new markets it has
shown an interest in, such as the
Middle East, if it hopes to expand be-
yond home.

Citing PCCW’s trading range of
about HK$5 in recent years and
even higher levels during the dot-
com boom, some investors
have opposed the buyout
as too low.

Mr. Li is the 41-year-old
son of Hong Kong billion-
aire Li Ka-shing and a fix-
ture ofthe city’sbusinesses-
tablishment and society
pages. Unlike his older
brother, Victor Li, who is
considered his father’s heir
apparent at ports-and-
property conglomerate
Hutchison Whampoa Ltd.,
Richard Li tried to make his name
outside the family business. In the
1990s he sold a satellite business
called Star TV to News Corp. for
US$25 million in cash and stock.
News Corp. is also the owner of Dow
Jones & Co., publisher of The Wall
Street Journal.

Mr. Li then dove into the Inter-
net. By 2000 he was running Pacific
Century CyberWorks Ltd., an Inter-
net startup and precursor to PCCW
that bought Hong Kong Telecom—
the city’s telephone monopoly—
from Britain’s Cable & Wireless PLC
in a deal valued at US$38 billion,
then Asia’s biggest-ever buyout.

The company continued to expand
into a hodgepodge of Internet in-
vestments, from interactive-video
programming to electronic com-
merce.

But after the tech bubble burst
that year, PCCW’s stock plunged,
and its liabilities outweighed its as-
sets. By 2002, PCCW was scaling
back its ambitions, calling off bond

issues and laying off em-
ployees. Its stock was trad-
ing under HK$1 a share by
the fall of 2002.

Mr. Li then appeared to
seek an exit from PCCW. In
2005, China Network Com-
munications Group Corp.
took a 20% stake in PCCW.
The next year, the Beijing-
controlled company scut-
tled a deal by Mr. Li to sell
PCCW’s main assets to two
overseas private-equity

groups, insisting the fixed-line oper-
ator stay in the hands of Hong Kong
people.

Shortly after, in an episode in-
volving several twists and turns,
Mr. Li ultimately opposed an offer
to buy out his stake. The group mak-
ing the offer included as partners
two of his father’s charities.

Last year, PCCW withdrew its at-
tempt to sell a stake in its media and
telecommunications assets, citing
the market downturn.

Under the current deal, Mr. Li
and related entities would own
about two-thirds of the company.
China United Network Communica-

tions Group Co., a mainland tele-
communications company con-
trolled by Beijing and in the process
of acquiring China Network Commu-
nications Group, would own the
rest.

A number of shareholders who
attended the meeting tried to post-
pone it because of the claims in the
media, but the proposal was voted
down. Many shareholders contin-
ued to shout during the meeting,
prompting PCCW nonexecutive di-
rector David Ford, who was running
the meeting, to call for order.

“It would not be appropriate for
shareholders to be denied to have
the right to vote on the scheme…be-
cause of unsubstantiated rumors,”
he told shareholders.

Local media and local share-
holder activist David Webb claimed
over the weekend that some people
received 1,000 PCCW shares in ex-
change for supporting the deal.
Those shares would fetch a total
HK$4,500 under the terms of the
buyout. The claims couldn’t be veri-
fied because of a quirk in Hong Kong
rules that closes share-registration
information to the public three days
ahead of a shareholder vote.

Also Wednesday, PCCW said it
will implement cost-cutting mea-
sures, including layoffs, but de-
clined to elaborate on the extent of
the job cuts.

Trading in PCCW’s shares was
halted Wednesday. On Tuesday they
finished at HK$4.17 a share.

Hong Kong to examine shareholder vote on PCCW deal
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By Stacy Meichtry in Rome
and Jennifer Clark in Milan
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Synchronizing all the bookmarks
Foxmarks helps users
of multiple PCs keep
digital life in order

Google Maps
enhances
ocean images

Swedish Match adds
heft to smokeless-
tobacco push. Page 7

Will mobile banking
take off this year?
WSJ.com/Wallet

By Walter S. Mossberg

L
OTS of people now have
multiple computers, at
home and at work, and
many use more than one
Web browser. That makes

it hard to keep bookmarks straight.
If, for instance, you bookmark a Web
site as a “Favorite” on your PC at
work using Microsoft’s Internet Ex-
plorer, it doesn’t automatically show
up as a bookmark in Apple’s Safari
browser on your Macintosh at home.

But I’ve been testing a new, free,
program, available now that aims to
solve this problem. It synchronizes

yourbookmarks,au-
tomatically, among
all your computers,
Windows or Mac,
and across all the

main brands of Web browsers—In-
ternet Explorer, Safari and Mozilla’s
Firefox. On PCs running Windows XP
or Vista, it works with Internet Ex-
plorer and Firefox. On Macs, it works
with Safari and Firefox.

The program is called Foxmarks,
and it’s from a San Francisco com-
pany of the same name. The Fox-
marks software has been around
since 2006, but only worked with
the Firefox browser—hence the
name. Yet Firefox isn’t the dominant
choice on either Windows or Mac.
So the company decided to expand
the product to Internet Explorer,
which is the built-in browser on Win-
dows (and thus No. 1 in the world,)
and Safari, which is the built-in
browser on Mac.

This new version, available for
download at foxmarks.com, doesn’t
merely synchronize your book-
marks between copies of the same
browser. It synchronizes them be-
tween different browser brands,

even if some are running on Win-
dows PCs and some on Macs.

In my tests, Foxmarks worked
well, with a few minor caveats. After
using it for five days, I now have ex-
actly the same set of bookmarks (or
Favorites, in Internet Explorer’s par-
lance,) arranged in the same order,
on multiple computers—Windows
and Mac—in a total of 12 different
copies of Internet Explorer, Firefox
and Safari.

There’s a different version of Fox-
marks customized for each of the

three main browsers, but each talks
to the same password-protected
Web account, which contains the lat-
est version of your bookmarks.
When you add, delete, rename or re-
arrange any bookmark in any
browser on any of your computers,
the Foxmarks software sends the
change up to the Web account. Then,
the next time any of your other
browsers checks with the Web ac-
count, it receives the change.

For example, in my tests, I book-
marked a Wikipedia article in Fire-
fox on my Dell running Windows

Vista. Foxmarks then caused that
same new bookmark to appear in In-
ternet Explorer on the same Dell,
and in both Firefox and Safari on my
Apple Macintosh computer. And, on
each machine, the new bookmark
for the Wikipedia article was in the
same location.

In another case, I changed the or-
der of two bookmarks in the Book-
marks Bar in Safari on one of my
Macs, and the same re-ordering was
replicated on a Windows PC in the
Links Toolbar of IE and in the Book-

marks Toolbar of Firefox.
If you don’t want exactly the

same set of bookmarks on all your
machines, you can set up different
profiles with different bookmarks
for your work and home computers.

You can access the password-pro-
tected Web site containing your
bookmarks from any PC, even if it
isn’t one of yours, and can view a cus-
tomized version of this site via the
browser on an iPhone or other
smart phone. You can even set up a
mobile profile that will show you
just a subset of your bookmarks in

your phone’s Web browser, though
you can’t sync bookmarks to and
from a phone.

From the Web, you can alter your
bookmarks, and these changes will
then be pushed down to the brows-
ers on your computers. You also can
share bookmarks with others, via
email or an RSS feed.

There are other Web-based re-
positories of bookmarks, notably a
service called Delicious. But none
that I know of automatically syn-
chronizes bookmarks among brows-
ers and computers, which is the
main function of Foxmarks.

Foxmarks has another feature: it
can also sync stored passwords for
Web sites you frequently visit. But
this trick only works in Firefox, and,
in my tests, didn’t work properly all
the time.

The software has a few other lim-
itations and glitches. The Internet
Explorer version is still labeled a
beta, or test version, because it still
produces occasional syncing errors,
especially in Vista. That was true in
my tests, and I’d be wary of using it
with Vista, though it performed sol-
idly in Windows XP. It only works re-
liably with Internet Explorer 6 or 7,
not the pre-release version of Inter-
net Explorer 8, which the company
isn’t yet supporting.

On the Mac, Foxmarks only
works with the current Leopard ver-
sion of the operating system and the
current version 3 of Safari. It
doesn’t work with the Windows ver-
sion of Safari.

And, syncing isn’t instant. It can
take as long as an hour for each com-
puter to check with the Web site and
get the changes.

The company plans to keep Fox-
marks free, but is hoping to make
money from future, unspecified
products.

Foxmarks is a clever, well-done
product that can help users of multi-
ple computers and multiple brows-
ers to keep their Web lives in order.

Email to mossberg@wsj.com.
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At IBM, new uses for old software help land contracts

Stay and play: New editing features are
spurring more online videos in which users
control the action. Page 30

By William M. Bulkeley

International Business Machines
Corp. has been racking up contracts
with immigration agencies around
the globe, in part by re-using soft-
ware originally developed to spot Ve-
gas card counters.

In deals worth about $1 billion
over the next four years, IBM is help-
ing the U.S., the U.K., Australia and Po-
land figure out how to automate visa
applications and to use software to
look for suspicious applicants who
may be hiding an unsavory past.

Key parts of the software were de-
veloped by a small Las Vegas firm for
casinos before IBM bought the com-
pany.Thesoftwarehelpswhen“you’re
looking for needles in a big haystack,”
says Bob Correll, deputy director in

Australia’s immigration department.
Re-using software and systems

invented for previous customers to
land new contracts has helped IBM
cut development costs and wring
more profit out of its giant technol-
ogy-services unit. The company last
month reported quarterly profit
rose 12% despite a sales decline,
helped by a record 14.5% pre-tax
profit margin in services, up from
10.5% a year ago.

In December, the U.K.’s Borders
Agency said it had picked IBM to
build a system to track and monitor
immigrants inside the country. The
month before, the U.S. Homeland Se-
curity department picked IBM for a
$491 million project to build elec-
tronic oversight into the visa and im-
migration process.

Those followed a 2006 contract
for border-control systems for Aus-
tralia, and a deal to do similar work
for Poland. Anna Sienko, IBM’s sales
chief in Eastern Europe says she is
pursuing contracts with other coun-
tries in the region.

“Services have been the backbone
of IBM’s success,” recently, says Bob
Djurdjevic, an IBM watcher with An-
nex Research, in Arizona. He says
IBM benefits even more when it de-
signs systems for customers that in-
clude its own software products.

IBM, like rivals Accenture Ltd.,
Computer Sciences Corp., and the
Electronic Data Services unit of
Hewlett-Packard Co., has long done
work automating government agen-
cies, replacing paper records with
electronic data. But IBM executives

say they are now getting better profit
margins by focusing on getting more
contracts of similar types.

IBMisreplicatingitsdevelopment
work in traffic-congestion systems in
London and Singapore after it proved
it could run one in Stockholm. In the
private sector, IBM won a contract to
provide television shows over the In-
ternet in Lithuania last summer, us-
ing technology it developed under a
contract with India’s Bharti Airtel.

In immigration, IBM’s efforts got
a boost in 2005 when it acquired Sys-
tems Research & Development,
which had designed the casino sur-
veillance software and, following an
investment from the CIA’s venture-
capital fund, expanded into counter-
terrorism work.

A year later, IBM won a contract

to improve Australia’s electronic-
traveler program so that airlines and
travel agents in other countries could
pre-clear travelers to the country and
wouldn’t need to show passports
when they landed.

IBM’s software compares data in
various databases and finds suspi-
cious relationships. For example, if
several applications for visa exten-
sions had different addresses, but all
used the same cellphone number, the
system would alert immigration staff-
ers that they might be associates re-
quiring a closer look.

In the U.S., Homeland Security’s
immigration and customs depart-
ment already uses the software in a
program called ICEPIC to find rela-
tionships that might lead to cus-
toms violations or terrorist groups.

Foxmarks works among all PCs and across all the main brands of Web browsers.

By Jessica E. Vascellaro

Google Inc. added imagery for
the ocean floor to its popular 3-D
mapping service Google Earth,
which allows users to browse satel-
lite images of the Earth’s terrain.

Google executives announced
the enhancements earlier this week
at the California Academy of Sci-
ences in San Francisco, highlighting
partners ranging from the U.S. Navy
to National Geographic. The part-
ners contributed data and tools to
make the multiyear project possible.

The new version of Google Earth,
which can be downloaded at earth.
google.com, allows users to dive
along reefs, explore the sea floor
and view videos and images of sea
creatures. It also includes details
like advice on the best surf sports
and logs of real ocean expeditions.

The features are a new step in
Google’s efforts to help annotate
the globe with a wide array of vi-
sual data, an extension of its efforts
to categorize and search the
world’s information. More re-
cently, the Mountain View, Calif.,
search giant has been emphasizing
the ways the service can help re-
searchers illustrate scientific find-
ings, such as those on the impact of
climate change.

In an interview, John Hanke, di-
rector of Google Earth and Maps,
said Google envisions the new fea-
tures as a “storytelling platform”
for people interested in the oceans
and related issues.

The undertaking also under-
scores Google’s continuing effort to
get more third parties to build free
tools and services within its 3-D
world. Users can discover famous
landmarks or journey through a
theme park by searching for places
and activities within the software.
Companies and individuals con-
tinue to add their own features.

PERSONAL
TECHNOLOGY
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A combined Live Nation and Ticketmaster would dominate ticketing and have
close ties to more than 200 major artists, including Madonna and Jay-Z.

AOL taps ex-Yahoo official
as head of Web advertising

By Ethan Smith

Ticketmaster Entertainment Inc.
and Live Nation Inc. are close to a
merger, people familiar with the mat-
ter said, in a deal that would consoli-
date two of the most powerful forces
in the music industry under one roof.

The combined company would be
called Live Nation Ticketmaster, and
would merge the world’s biggest con-
cert promoter with the world’s domi-
nant ticketing and artist-manage-
ment company. The resulting firm
would be able to manage everything

from recorded mu-
sic to ticket sales
and tour sponsor-
ship. It could pack-
age artists in new
ways, for exam-
ple, allowing cor-
porations such as
a cellphone pro-
vider to sponsor a
concert tour and
to sell an exclu-
sive download of
a song.

Because it would be so vertically
integrated, the new company also
would be able to muscle out compet-
ing concert promoters and have more
power to dictate ticket prices to con-
sumers.

The boards of both companies
have yet to approve the all-stock
merger, these people said. Terms of
what these people described as a
merger of equals have yet to be
worked out. It was unclear Tuesday
which company would be acquiring
the other. Live Nation’s market capi-
talization, at $390 million, is slightly
higher than Ticketmaster’s $351 mil-
lion. But the concert promoter has
more debt and less cash.

Sticking points remain to any
deal. Because a merger would concen-
trate so much power in the music in-
dustry under one company, it would

require review by antitrust authori-
ties. The deal, which wouldn’t entail
any exchange of cash, could be an-
nounced as early as next week, these
people said.

Spokesmen for Live Nation and
Ticketmaster didn’t respond to re-
quests for comment.

The new company would have
close ties to more than 200 artists,
thanks to Ticketmaster’s acquisition
last year of Front Line Management,
whose artist managers handle the af-
fairs of about 200 major acts, includ-
ing the Eagles, Miley Cyrus and Chris-

tina Aguilera. That transaction
vaultedFrontLine’sveteranchiefexec-
utive, IrvingAzoff,to the helm ofTick-
etmaster.

Live Nation brings to the table
close ties of its own to several major
artists, including Madonna and
Jay-Z.

The structure of the new entity
hasn’t been determined, and it isn’t
entirely clear, for instance, what titles
would be held by Mr. Azoff and Live
Nation Chief Executive Michael Rap-
ino. Both men are expected to remain
at the combined organization.

By Shira Ovide

And Merissa Marr

In his first year on the job, Time
Warner Inc.’s chief executive, Jeff
Bewkes, has thrown himself into re-
shaping the U.S. media conglomer-
ate to focus on movies, television
and magazines. But an unraveling in
the performance of its magazine di-
vision is casting doubt on the unit’s
future in the company.

On Wednesday, the Time Inc.
business, home to newsstand sta-
ples like Time, People and Sports Il-
lustrated, posted its worst quar-
terly results since Time Warner’s
merger with AOL in 2001. The unit’s
adjusted fourth-quarter operating
profit slumped 35%. Those results,
along with a write-down
and another ugly quarter
for AOL, drove Time Warner
to a net loss for the period
of $16 billion.

While New York-based
Time Warner’s television
networks and movie busi-
ness fared slightly better,
prompting the company to
predict flat profit for 2009,
Time Inc. was battered by a
20% decline in advertising
revenue. Mr. Bewkes said in
a conference call Wednes-
day that the conditions squeezing
the magazine unit “may continue
for some time.”

Print-advertising revenue at
Time Inc.’s U.S. magazines shrank in
2006 and 2007, but until 2008,
gains in online advertising had kept
overall revenue growing. Amid the
gloomy market for ad spending, Mr.
Bewkes has publicly mused about
the fate of the unit, which publishes
24 titles in the U.S.

Mr. Bewkes told shareholders
last month that the publishing busi-
ness needs to increase its earnings
at “a clip that is satisfactory to inves-
tors to be part of the company.” If it
can’t do that, “then it would have to
be capitalized in another way, essen-
tially possibly in private owner-
ship,” he added.

Mr. Bewkes spent 2008 pushing

through a spinoff of Time Warner’s
majority-owned cable unit and deep
in talks on a possible deal to merge
AOL with Yahoo Inc. After an in-
creasingly dour performance, AOL’s
adjusted operating income slumped
15% in the fourth quarter.

Time Warner said Google Inc.
had informed the company that it
intends to exercise its right to sell
its 5% stake in AOL, which Google
currently values at about $250 mil-
lion. Time Warner said it was con-
sidering its options, which include
buying back the stake or spinning
off AOL. In 2006, Google paid $1 bil-
lion for the AOL stake as part of an
agreement to handle searches on
AOL sites.

Time Warner’s $4.47-a-share
fourth-quarter loss—
which included a previ-
ously announced charge of
$24.2 billion to reflect the
dwindling value of its ca-
ble operations, Time Inc.
and AOL—compares with
year-earlier net income of
$1.03 billion, or 28 cents a
share. Revenue fell 2.7% to
$12.31 billion.

As part of Mr. Bewkes’s
mandate to winnow costs
throughout the company,
Time Warner said it ex-

pects to make further cost cuts, in-
cluding the elimination of 1,250 jobs
at Time Warner Cable Inc. The
stepped-up cost-containment effort
comes amid a backdrop of sharp de-
clines in advertising spending, a
trend that is crushing many media
companies. Even as its readership
remains fairly steady, the ad de-
clines are denting some of Time
Inc.’s most important titles.

Mr. Bewkes stressed at last
month’s investor meeting that it
wasn’t appropriate to decide on
Time Inc.’s future in the middle of a
recession. But at the beginning of
the year, in a move viewed as laying
the groundwork for some possible
deal making, Time Inc. was divided
into three pieces—news magazines;
entertainment titles, such as Peo-
ple; and lifestyle magazines, includ-
ing Real Simple.

A new music titan nears
With Ticketmaster,
Live Nation would
record, promote, sell

Michael Rapino

Panasonic projects loss, to cut jobs

Magazines, charge drive
Time Warner to big loss

Source: the companies

Gloomy outlook
Many Japanese electronics firms 
are expecting more red ink for the 
fiscal year ending March 2009
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By Emily Steel

And Jessica E. Vascellaro

In yet another attempt to salvage
its advertising business, Time
Warner Inc.’s AOL unit on Tuesday
named Gregory Coleman, Yahoo
Inc.’s former executive vice presi-
dent of global sales, to succeed Lynda
Clarizio as president of its Web adver-
tising division.

The move is a sign that AOL,
which is being pummeled by the ad
downturn, continues to struggle to
transition from a subscription to an
advertising business. Mr. Coleman—
who left Yahoo about a year ago after
a major reorganization that changed
his role—is the third executive in a lit-
tle more than a year to attempt to
jumpstart the business, called Plat-
form-A, which sells ads across AOL
and thousands of other sites.

“No doubt Greg is joining Plat-
form-A at a difficult time. The deep-
ening economic recession is affect-
ing every corner of the economy, in-

cluding our own,” AOL Chief Execu-
tive Randy Falco wrote in an internal
memo to staff announcing the ap-
pointment.

Time Warner has signaled that
the economy has had a worse-than
expected impact on ad revenues at
AOL. AOL posted a 6% decline in ad
revenue for the third quarter, its
worst performance of the year.

With Mr. Coleman, AOL is turning
to a veteran ad sales executive, cred-
ited with igniting Yahoo’s advertis-
ing business several years ago, to try
and reverse its fortunes. Before his
seven-year stint at Yahoo, Mr. Cole-
man was senior vice president of
Reader’s Digest Association and pres-
ident of U.S. Magazine Publishing.

His appointment comes as Yahoo
and AOL have been in on-and-off dis-
cussions about a possible combina-
tion for almost a year. Yahoo’s new
chief executive, Carol Bartz, has said
she is in no rush to decide on major
strategic issues as she continues to
study the business.

Jeff Bewkes

CORPORATE NEWS

By Daisuke Wakabayashi

TOKYO—Panasonic Corp. joined
a growing list of Japanese electron-
ics firms forecasting a huge loss for
the current fiscal year and said it
plans to cut about 5% of its work
force to combat a sharp slowdown in
demand and to ease the burden of a
strong yen.

The announcement by Panasonic,
which aggressively restructured ear-
lier this decade and is considered one
of the standout performers within Ja-
pan’s electronics industry, is further
evidence of how grim the outlook is
for the country’s flagship manufac-
turing industries.

Panasonic now expects a net loss
of 380 billion yen ($4.3 billion) for
the fiscal year ending March 31,
down from a November profit fore-
cast of 30 billion yen. Panasonic said
it will take a 345 billion yen charge,
190 billion yen more than originally
planned, to restructure the company.

The Osaka-based company plans
to lay off 15,000 workers, split evenly
between its Japanese and overseas
staff, and close 27 manufacturing
sites, or about 12% of its global pro-
duction facilities. The goal is to shave

100 billion yen in costs in the coming
fiscal year ending in March 2010.

Japan’s export-reliant electronics
companies are being hit by the dou-
ble whammy of a slide in overseas de-
mand while a strong yen is eating
into what little overseas sales there
are. In the October-to-December

quarter, Panasonic’s overseas sales
fell 29% while the yen rose nearly 15%
against the U.S. dollar.

In the last two weeks, Japan’s ma-
jor electronics firms have announced
more than 60,000 job cuts and have
slashed earnings forecasts to project
losses totaling $20 billion. Hitachi
Ltd. and Toshiba Corp. are each fore-
casting that they will report the big-
gest annual loss in their company his-
tory.

Another factor working against
Japan’s electronics companies is that
their South Korean rivals are being
helped by a weak won. A weaker cur-
rency at home helps increase the
value of revenue made abroad, while
making it cheaper to manufacture
products at home.

Panasonic, which agreed to buy
smaller rival Sanyo Electric Co. in a
$9 billion takeover, expects to post
an operating loss of close to 200 bil-
lion in the current quarter ending
March 31.

For the fiscal third-quarter ended
Dec. 31, Panasonic reported a net loss
of 63.1 billion yen on a 20% drop in
sales to 1.88 trillion yen. It managed
to post a profit of 26.4 billion yen on
an operating basis.
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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.

3.67% 9 World -a % % 159.15 0.69% –41.1% 6.07% 9 U.S. Select Dividend -b % % 495.04 0.67% –39.4%

3.16% 11 Global Dow 1018.40 0.99% –35.2% 1400.80 0.86% –42.7% 4.77% 12 Infrastructure 1233.20 –0.01% –28.0% 1522.70 –0.14% –36.4%

4.79% 9 Stoxx 600 194.70 2.58% –39.2% 187.29 1.89% –46.6% 2.79% 5 Luxury 542.30 0.89% –42.1% 595.37 0.75% –48.8%

4.82% 9 Stoxx Large 200 211.80 2.48% –38.8% 202.67 1.80% –46.2% 2.77% 6 BRIC 50 244.00 1.77% –49.0% 301.21 1.63% –54.9%

4.66% 10 Stoxx Mid 200 168.70 2.88% –40.4% 161.46 2.20% –47.6% 4.13% 3 Africa 50 521.00 1.64% –51.0% 428.24 1.50% –56.7%

4.52% 10 Stoxx Small 200 101.50 3.60% –43.6% 97.08 2.91% –50.5% 7.74% 4 GCC % % 1110.69 1.69% –61.5%

4.91% 8 Euro Stoxx 211.50 2.36% –40.9% 203.53 1.68% –48.1% 4.55% 9 Sustainability 650.50 2.32% –34.8% 707.91 1.70% –42.7%

4.91% 8 Euro Stoxx Large 200 227.20 2.43% –41.1% 217.20 1.75% –48.3% 2.92% 10 Islamic Market -a % % 1428.56 1.64% –34.0%

4.87% 9 Euro Stoxx Mid 200 193.20 1.90% –39.1% 184.66 1.22% –46.5% 3.23% 10 Islamic Market 100 1515.20 2.02% –18.6% 1671.29 1.39% –28.5%

5.03% 11 Euro Stoxx Small 200 113.50 2.38% –42.6% 108.39 1.70% –49.6% 3.23% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1146.90 4.70% –56.8% 1264.38 4.00% –62.1% 2.81% 12 Wilshire 5000 % % 8565.60 1.21% –36.2%

7.23% 7 Euro Stoxx Select Div 30 1276.40 2.53% –55.2% 1412.62 1.84% –60.7% % DJ-AIG Commodity 119.00 2.07% –33.6% 111.30 1.39% –41.6%

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

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

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

Australia 1.5362 2.2352 1.3280 0.1858 0.0424 0.2233 0.0171 0.3789 1.9794 0.2657 1.2521 ...

 Canada 1.2269 1.7851 1.0606 0.1484 0.0339 0.1783 0.0137 0.3026 1.5809 0.2122 ... 0.7987

 Denmark 5.7820 8.4128 4.9985 0.6993 0.1597 0.8405 0.0645 1.4262 7.4501 ... 4.7127 3.7638

 Euro 0.7761 1.1292 0.6709 0.0939 0.0214 0.1128 0.0087 0.1914 ... 0.1342 0.6326 0.5052

 Israel 4.0540 5.8986 3.5046 0.4903 0.1120 0.5893 0.0452 ... 5.2236 0.7011 3.3043 2.6390

 Japan 89.6800 130.4844 77.5276 10.8466 2.4770 13.0362 ... 22.1214 115.5527 15.5102 73.0948 58.3772

 Norway 6.8793 10.0094 5.9471 0.8320 0.1900 ... 0.0767 1.6969 8.8640 1.1898 5.6071 4.4781

 Russia 36.2057 52.6792 31.2995 4.3790 ... 5.2630 0.4037 8.9308 46.6510 6.2618 29.5099 23.5681

 Sweden 8.2680 12.0299 7.1476 ... 0.2284 1.2019 0.0922 2.0395 10.6533 1.4300 6.7389 5.3821

 Switzerland 1.1568 1.6831 ... 0.1399 0.0319 0.1681 0.0129 0.2853 1.4905 0.2001 0.9428 0.7530

 U.K. 0.6873 ... 0.5942 0.0831 0.0190 0.0999 0.0077 0.1695 0.8856 0.1189 0.5602 0.4474

 U.S. ... 1.4550 0.8645 0.1209 0.0276 0.1454 0.0112 0.2467 1.2885 0.1730 0.8151 0.6509

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 358.25 –3.50 –0.97% 816.00 305.50
Soybeans (cents/bu.) CBOT 949.50 3.50 0.37% 1,653.50 779.25
Wheat (cents/bu.) CBOT 542.25 –10.25 –1.86 1,275.00 471.00
Live cattle (cents/lb.) CME 85.950 –0.175 –0.20 119.200 82.400
Cocoa ($/ton) ICE-US 2,737 –12 –0.44 3,214 1,910
Coffee (cents/lb.) ICE-US 115.90 –3.35 –2.81 181.60 102.15
Sugar (cents/lb.) ICE-US 12.59 –0.07 –0.55 15.85 9.89
Cotton (cents/lb.) ICE-US 49.67 0.29 0.59 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,845.00 57 3.19 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,946 –7 –0.36 2,023 1,005
Robusta coffee ($/ton) LIFFE n.a. n.a. n.a. n.a. n.a.

Copper (cents/lb.) COMEX 153.10 0.90 0.59 398.40 125.50
Gold ($/troy oz.) COMEX 902.20 9.70 1.09 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1247.00 17.00 1.38 2,122.50 8.50
Aluminum ($/ton) LME 1,417.00 44.00 3.20 3,340.00 1,326.00
Tin ($/ton) LME 11,390.00 565.00 5.22 25,450.00 9,750.00
Copper ($/ton) LME 3,389.00 159.00 4.92 8,811.00 2,815.00
Lead ($/ton) LME 1,195.00 80.00 7.17 3,460.00 870.00
Zinc ($/ton) LME 1,180.00 35.50 3.10 2,840.00 1,065.00
Nickel ($/ton) LME 11,605 305 2.70 33,600 9,000

Crude oil ($/bbl.) NYMEX 40.32 –0.46 –1.13 148.35 38.00
Heating oil ($/gal.) NYMEX 1.3270 0.0016 0.12 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.2184 0.0514 4.40 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.597 0.084 1.86 14.169 4.280
Brent crude ($/bbl.) ICE-EU 46.09 0.40 0.88 150.45 41.01
Gas oil ($/ton) ICE-EU 428.50 0.75 0.18 1,345.25 402.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 4
Per In

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

Argentina peso-a 4.5027 0.2221 3.4945 0.2862

Brazil real 2.9351 0.3407 2.2780 0.4390

Canada dollar 1.5809 0.6326 1.2269 0.8151
1-mo. forward 1.5813 0.6324 1.2273 0.8148

3-mos. forward 1.5810 0.6325 1.2270 0.8150
6-mos. forward 1.5792 0.6332 1.2256 0.8159

Chile peso 795.46 0.001257 617.35 0.001620
Colombia peso 3171.32 0.0003153 2461.25 0.0004063

Ecuador US dollar-f 1.2885 0.7761 1 1
Mexico peso-a 18.7693 0.0533 14.5668 0.0686

Peru sol 4.1715 0.2397 3.2375 0.3089
Uruguay peso-e 29.120 0.0343 22.600 0.0442

U.S. dollar 1.2885 0.7761 1 1
Venezuela bolivar 2.77 0.361429 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9794 0.5052 1.5362 0.6510
China yuan 8.8054 0.1136 6.8338 0.1463

Hong Kong dollar 9.9909 0.1001 7.7539 0.1290
India rupee 62.7693 0.0159 48.7150 0.0205

Indonesia rupiah 15043 0.0000665 11675 0.0000857
Japan yen 115.55 0.008654 89.68 0.011151

1-mo. forward 115.49 0.008659 89.63 0.011157
3-mos. forward 115.30 0.008673 89.48 0.011175

6-mos. forward 114.98 0.008697 89.24 0.011206
Malaysia ringgit-c 4.6727 0.2140 3.6265 0.2757

New Zealand dollar 2.5134 0.3979 1.9506 0.5127
Pakistan rupee 102.114 0.0098 79.250 0.0126

Philippines peso 61.126 0.0164 47.440 0.0211
Singapore dollar 1.9401 0.5154 1.5057 0.6641

South Korea won 1776.33 0.0005630 1378.60 0.0007254
Taiwan dollar 43.381 0.02305 33.668 0.02970
Thailand baht 45.001 0.02222 34.925 0.02863

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

Euro zone euro 1 1 0.7761 1.2885

1-mo. forward 1.0004 0.9996 0.7764 1.2879

3-mos. forward 1.0008 0.9992 0.7768 1.2874

6-mos. forward 1.0009 0.9991 0.7768 1.2873

Czech Rep. koruna-b 28.275 0.0354 21.944 0.0456

Denmark krone 7.4501 0.1342 5.7820 0.1730

Hungary forint 296.74 0.003370 230.30 0.004342

Norway krone 8.8640 0.1128 6.8793 0.1454

Poland zloty 4.6561 0.2148 3.6136 0.2767

Russia ruble-d 46.651 0.02144 36.206 0.02762

Sweden krona 10.6533 0.0939 8.2680 0.1209

Switzerland franc 1.4905 0.6709 1.1568 0.8645

1-mo. forward 1.4897 0.6713 1.1562 0.8649

3-mos. forward 1.4877 0.6722 1.1546 0.8661

6-mos. forward 1.4844 0.6737 1.1520 0.8680

Turkey lira 2.1057 0.4749 1.6343 0.6119

U.K. pound 0.8856 1.1292 0.6873 1.4550

1-mo. forward 0.8859 1.1288 0.6876 1.4544

3-mos. forward 0.8863 1.1283 0.6878 1.4539

6-mos. forward 0.8863 1.1283 0.6879 1.4538

MIDDLE EAST/AFRICA

Bahrain dinar 0.4857 2.0587 0.3770 2.6526

Egypt pound-a 7.1692 0.1395 5.5640 0.1797

Israel shekel 5.2236 0.1914 4.0540 0.2467

Jordan dinar 0.9135 1.0946 0.7090 1.4104

Kuwait dinar 0.3782 2.6443 0.2935 3.4072

Lebanon pound 1942.41 0.0005148 1507.50 0.0006634

Saudi Arabia riyal 4.8332 0.2069 3.7510 0.2666

South Africa rand 12.8317 0.0779 9.9587 0.1004

United Arab dirham 4.7327 0.2113 3.6731 0.2723

SDR -f 0.8614 1.1609 0.6685 1.4958

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 600 194.67 4.89 2.58% –1.1% –39.2%

 9 DJ Stoxx 50 2018.24 41.43 2.10 –2.3% –37.2%

 8 Euro Zone DJ Euro Stoxx 211.55 4.89 2.37 –5.1% –40.9%

 8 DJ Euro Stoxx 50 2297.73 52.84 2.35 –6.3% –38.9%

 5 Austria ATX 1737.99 48.22 2.85 –0.7% –55.2%

 7 Belgium Bel-20 1906.49 22.68 1.20 –0.1% –48.5%

 6 Czech Republic PX 749.4 –3.2 –0.43% –12.7% –51.1%

 9 Denmark OMX Copenhagen 243.08 5.01 2.10 7.5% –38.8%

 8 Finland OMX Helsinki 5229.64 206.97 4.12 –3.2% –50.4%

 7 France CAC-40 3068.99 86.60 2.90 –4.6% –36.3%

 9 Germany DAX 4492.79 117.83 2.69 –6.6% –34.4%

 … Hungary BUX 11890.71 171.71 1.47 –2.9% –48.7%

 2 Ireland ISEQ 2395.22 74.10 3.19 2.2% –63.6%

 5 Italy S&P/MIB 18015 346 1.96 –7.4% –46.8%

 4 Netherlands AEX 254.79 3.96 1.58 3.6% –42.4%

 6 Norway All-Shares 273.41 3.99 1.48 1.2% –42.0%

 17 Poland WIG 23236.08 226.32 0.98 –14.7% –51.5%

 10 Portugal PSI 20 6418.98 45.00 0.71 1.2% –42.7%

 … Russia RTSI 514.89 2.55 0.5% –18.5% –73.6%

 7 Spain IBEX 35 8495.4 133.5 1.60 –7.6% –34.8%

 15 Sweden OMX Stockholm 199.09 6.33 3.28 –2.5% –36.0%

 11 Switzerland SMI 5225.46 7.85 0.15 –5.6% –30.9%

 … Turkey ISE National 100 26141.06 481.16 1.88 –2.7% –39.7%

 8 U.K. FTSE 100 4228.60 64.14 1.54 –4.6% –28.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.92 1.20 1.40 –7.1% –39.4%

 … Australia SPX/ASX 200 3437.9 –70.8 –2.02% –7.6% –38.7%

 … China CBN 600 17753.54 436.26 2.52 20.2% –54.0%

 8 Hong Kong Hang Seng 13063.89 287.00 2.25 –9.2% –44.3%

 11 India Sensex 9201.85 52.55 0.57 –4.6% –49.3%

 … Japan Nikkei Stock Average 8038.94 213.43 2.73 –9.3% –38.6%

 … Singapore Straits Times 1707.39 –4.53 –0.26 –3.1% –41.8%

 11 South Korea Kospi 1195.37 32.17 2.77 6.3% –29.5%

 10 AMERICAS DJ Americas 211.19 –0.45 –0.21 –6.6% –38.7%

 … Brazil Bovespa 39997.72 250.96 0.63 6.5% –32.0%

 11 Mexico IPC 19552.75 –77.71 –0.40 –12.6% –30.7%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 4, 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* 208.97 1.77% –8.2% –43.5%

4.00% 9 World (Developed Markets) 843.77 1.79% –8.3% –42.5%

3.60% 10 World ex-EMU 99.69 1.58% –7.4% –40.9%

3.90% 10 World ex-UK 845.27 1.62% –8.5% –41.7%

5.00% 8 EAFE 1,111.98 2.27%–10.1% –45.6%

4.20% 8 Emerging Markets (EM) 525.35 1.59% –7.4% –51.7%

5.60% 7 EUROPE 66.42 1.87% –4.3% –41.0%

6.30% 7 EMU 123.08 3.02%–13.4% –50.1%

5.70% 8 Europe ex-UK 72.65 1.73% –6.4% –40.6%

7.80% 5 Europe Value 71.87 2.09% –7.3% –45.8%

3.70% 10 Europe Growth 59.50 1.69% –1.5% –36.1%

5.50% 7 Europe Small Cap 100.31 0.99% –0.6% –47.1%

4.80% 3 EM Europe 139.06 –1.20%–12.4% –65.0%

5.50% 6 UK 1,232.64 2.11% –6.2% –29.6%

5.60% 8 Nordic Countries 95.31 2.00% –2.8% –46.8%

3.70% 3 Russia 365.26 1.12%–11.4% –71.0%

4.70% 10 South Africa 545.12 0.94% –5.8% –19.7%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 225.86 1.22% –8.7% –51.2%

2.90% 11 Japan 476.98 –0.35%–10.0% –44.1%

3.40% 9 China 36.54 0.49%–10.4% –45.4%

1.80% 10 India 351.10 0.57% –4.9% –52.0%

2.40% 9 Korea 320.53 1.73% 4.4% –28.3%

9.30% 7 Taiwan 164.85 2.66% –4.9% –44.4%

3.00% 13 US BROAD MARKET 913.34 1.43% –7.0% –39.0%

2.50% 56 US Small Cap 1,134.57 0.67% –9.0% –39.0%

4.00% 9 EM LATIN AMERICA 2,092.31 3.00% 0.7% –49.2%

*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

28 THURSDAY, FEBRUARY 5, 2009 T H E WA L L ST R E ET JOU R NA L .



Shuanghuan Automobile’s Hongxing Auto Small Noble at a car show. Last year,
Shuanghuan was looking to expand overseas. Now it is struggling for survival.

China tops U.S. in auto sales for first time
Despite inroads,
consolidation is likely
as slump persists

Japan auto makers post
losses and dour outlooks

FOCUS ON AUTOMOBILES

By Norihiko Shirouzu

SHIJIAZHUANG, China—Sales in
China’s intensely competitive auto
industry exceeded the U.S. for the
first time last month. But even as
the industry gains a higher global
profile, it is about to get leaner—
and potentially less splintered.

Chinese consumers bought
790,000 vehicles in January, accord-
ing to General Motors Corp. In the
U.S., total car and light-truck sales
were just under 657,000 that month,
according to Autodata Corp.

Like the U.S. in the early 1900s,
China has dozens of small but spir-
ited car makers that grew out of the
country’s burgeoning sales growth
last decade. These smallfry were
welcomed as local engines of eco-
nomic growth. Now, many are strug-
gling amid a worsening slump.
Their difficulties mean short-term
pain on China’s economy but consol-
idation could result in a more
streamlined Chinese auto industry
that is better positioned to take on
bigger, foreign rivals.

A year ago, Shuanghuan Auto-
mobile Co. was a small but fast-
growing car maker with plans to ex-
pand overseas. Now, after falling
nearly 40% short of its unit-sales tar-
get for 2008, the Chinese company

is cutting workers and worried that
it might not survive. “If we could sur-
vive, that would be the best thing
we could achieve this year,” Cheng
Bin, vice president of Shuanghuan,
said, sipping hot tea at the compa-
ny’s head office here, with its heat
turned off to save costs.

The weeding out of companies
like Shuanghuan could in the short
term benefit big foreign auto mak-
ers such as Toyota Motor Corp. and
Volkswagen AG by reducing compe-
tition in the world’s second-largest
car market after the U.S. Upstart
auto makers have put enormous
downward pressure on retail prices
for cars in China, hurting foreign
players’ profitability.

But a consolidation also could
benefit China’s bigger auto makers,
such as Chery Automobile Co. and
BYD Co., whose advancement has
been hampered by cutthroat compe-
tition in the notoriously fragmented
car market. China’s central govern-
ment has long said it wants to see
consolidation in the auto industry,
to create a handful of home-grown
national champions. Consolidation
is “good for the industry,” said Citi
Investment Research analyst Ger-
win Ho in Hong Kong.

During the market’s boom years,
which ran for nearly a decade from
the late 1990s, car makers mush-
roomed in China. City and provin-
cial governments, seeing the chance
to woo prestigious industries that
employed large numbers, chipped
in funds or policy support.

Today, more than 80 producers

of all sizes vie for small slices of the
market, many of them selling what
foreign auto executives regard as
knockoffs of their cars.

Those small companies thrived
because of the high rate of growth in
passenger-car sales, sometimes
above 20% a year in the past decade.
But sales began sliding in August.
Unit sales fell 11.6% in December
from a year earlier. For all of 2008,
unit growth was just 7.3%, and this
year will likely fall further: Some an-
alysts are predicting no growth or
even a modest contraction.

Many smaller upstarts in China
are low-cost producers, but their in-

expensive cars lack the quality, per-
formance and safety of those de-
signed by established global auto
makers. A subcompact car by Great
Wall Motor Co., called the Florid,
for instance, sells for as little as
53,900 yuan, or about $7,880. A com-
parably equipped Toyota Yaris costs
more than 50% more, at 84,700
yuan, although Toyota dealers re-
cently offered discounts to boost
the car's sales.

Many smaller Chinese makers
achieve low prices by skipping re-
search and development. Their plan-
ners come up with product ideas but
farm out most engineering jobs.

They assemble cars as if they are
Lego sets, with purchased engines,
transmissions and parts.

Analysts warn the speed and
scope of any consolidation may be
limited because local governments
that own some of these smaller com-
panies might try to bail them out.

Still, signs of pain already are
emerging. Great Wall Motor Co., in
the city of Baoding near Beijing, in-
creased car and light-truck sales 5%
last year to 125,000 vehicles but fell
far short of its goal of 200,000, de-
spite aggressive price cuts. It has
cut 10% of its 23,000 employees.
Jiangling Auto Group Co. in the
southeastern city of Nanchang, saw
its sales plunge 36% last year to
10,500 vehicles.

Shuanghuan, based in Shijiaz-
huang, 300 kilometers southwest of
Beijing, has laid off 8% of its work
force of 2,000. Mr. Cheng, its No. 2
executive, said the company is try-
ing to shore up its business by culti-
vating demand for its cars in mar-
kets that are less affected by the glo-
bal economic crisis, such as Ghana
and other West African countries.

China’s central government,
while wanting consolidation, is con-
cerned about the damage that
shrinking car sales could do to an al-
ready weakened economy. This
month, it halved the sales-tax rate
on smaller cars to 5% for the rest of
2009, and cut retail prices for gaso-
line and diesel.
 —Ellen Zhu in Shanghai

and Sue Feng in Beijing
contributed to this article.

By Yoshio Takahashi

TOKYO—Three Japanese auto
makers posted losses in the fiscal
third quarter and issued grim fore-
casts, suggesting there is no end in
sight to the industry’s troubles.

The results from Mazda Motor
Corp., Mitsubishi Motors Corp. and
Fuji Heavy Industries Ltd. all suf-
fered as a result of a strong yen and
collapsing auto demand.

“We find the current situation
way beyond our expectations,” Mit-
subishi Motors President Osamu
Masuko said.

Auto makers have been left with
little choice but to scale down pro-
duction and shed jobs as sales in the
U.S., Europe and Japan stumble to
lows not seen in decades.

For Japanese car makers, the
yen’s strength is an additional head-
ache as it squeezes overseas profits—
which were already dropping from
weak demand—when the funds are
repatriated from weaker currencies
such as the U.S. dollar and the euro
back into yen.

Mazda, which is 13%-owned by
Ford Motor Co., posted a net loss of
600 million yen ($6.7 million) in the
quarter ended Dec. 31, compared
with a profit of 15.9 billion yen a
year earlier. Mazda’s auto sales
sagged in all regions except China.

The maker of such cars as the
MX-5 Miata convertible now ex-
pects a net loss of 13 billion yen for
the fiscal year through March, com-
pared with its previous forecast for
a profit of 50 billion yen. This would
be the company’s first net loss in
eight years.

Mitsubishi Motors posted a net
loss of 17.54 billion yen in the quar-
ter, a reversal from a profit of 27.3
billion yen a year earlier. The auto
maker now expects a net loss of 60
billion yen for the fiscal year
through March—its first annual
net loss in three years—compared
with a previous outlook of a net
profit of 20 billion yen.

Fuji Heavy reported a net loss of
19.2 billion yen in the quarter, down
from a net profit of 10 billion yen a
year earlier.

The Subaru-brand car maker, in
which Toyota Motor Corp. holds a
16.5% stake, is sticking to its fore-
cast outlined last month. Fuji Heavy
expects a net loss of 19 billion yen—
its first net loss in 15 years.

Analysts expect Toyota and Nis-
san Motor Co. to show quarterly
losses when they report Friday and
Monday, respectively.

Note: Fiscal years end March 31 of year shown

Source: the company

Mazda Motor
Net profit/loss, in billions of yen

Forecast

FY ’01 FY 2005 FY’09
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The 2009MobileWorldCongress offers attendees
the opportunity to help shape the future ofmobility.
This is the place to network with thought leaders
from the world’s most forward-thinking network
operators, equipment manufacturers and mobile
content providers.

Some of the impressive results from the 2008
Congress include:

• Over 54,000 sector professionals
(45% C-Level or higher) in attendance

• Each attendee conducted an average
of 16 business meetings

• Each attendee collected an average
of 18 new business leads

• Countless business deals originated or
progressed during the Congress, 32% of
which were worthmore than 1million € each

Take advantage of the many ways your
company can participate.
Consider attending, exhibiting, sponsoring,
or advertising during the show.
www.mobileworldcongress.com

Join the mobile industry’s
thought leaders as they

define the future!

Vittorio Colao

Chief Executive Officer, Vodafone

Contact us: Tel.+44 (0) 20 8879 2422
E-Mail: registration@mobileworldcongress.com

Platinum Partner Platinum Media Partners Founding Partner

6 THURSDAY, FEBRUARY 5, 2009 T H E WA L L ST R E ET JOU R NA L .

Swiss exchange taps new CEO

Bankruptcies, turmoil
speed up M&A process

By Duncan Kerr

And Radi Khasawneh

Chief executives of investment
banks have in the past year been
forced to tinker with, reshape or dis-
mantle businesses. But no business
area has attracted more of their at-
tention than fixed income, curren-
cies and commodities, commonly
lumped together under the abbrevia-
tion FICC.

FICC divisions weren’t just the
main engines for boom-time
growth, they also served as the labo-
ratories that invented the complex
securities whose implosion under-
mined the banking system. Barclays
PLC’s investment-banking arm Bar-
clays Capital, Credit Suisse Group,
BNP Paribas SA, Deutsche Bank AG
and J.P. Morgan, for example, don’t
have fixed-income, currencies and
commodities as one division. But
their equivalent businesses have
been taking hard knocks all the
same and the FICC divisions at
other banks are having to reshape to
survive.

Revenue generated from banks’
fixed-income divisions has dropped
across the board, dragging invest-
ment banking profits at most of the
top-tier U.S. and European houses
down. As a result, investment-bank-
ing chief executives have either
been quick to address, and in some
cases remove, some of the costly
problem areas of FICC, or collapse
the division to stem losses.

While FICC mightn’t command
the same power it once did under
that more-conservative philosophy,
it still holds weight. After all, for-
eign exchange, currencies and com-
modities are expected to be the
growth asset classes this year, po-
tentially providing banks with reve-
nues substantial enough to help fill
in the black hole left by plummeting
sales of fixed-income products.

Last month, Jerker Johansson,
chief executive of investment bank-
ing at UBS AG, and global co-heads
of FICC Carsten Kengeter and Jeff
Mayer became the latest to unveil a
restructuring of its FICC division, a
move they said was designed to re-
turn the business to profitability.

In an internal memo to staff,

Messrs. Kengeter and Mayer said
the investment bank would reduce
its risk exposure and reliance on cap-
ital-intensive businesses. Following
a review of businesses, UBS closed
its remaining real-estate and securi-
tization activities and exotic struc-
tured-products operations, after its
earlier decision to collapse its mu-
nicipals, proprietary-trading and
commodities businesses, excluding
precious metals, in the final quarter
of last year.

UBS is unlikely to be alone in this
new focus as investment banks
adapt to market conditions and re-
fine their business models.

James Gorman, co-president of
Morgan Stanley, said last year dur-
ing a Merrill Lynch banking confer-
ence that so-called flow businesses
would rise in importance. These are
businesses that specialize in liquid,
high-volume businesses such as gov-
ernment and corporate bonds, cash
equities and derivatives. Mean-
while, he expected banks to reduce
areas such as proprietary trading
and prime brokerage, which need
large balance sheet allocations.

Under the restructuring of the
FICC division, UBS said its existing
product areas will be consolidated
into three new areas—macro, credit
and the workout group—two of
which broadly mimic some of the
specialist areas of Goldman Sachs
Group Inc.’s FICC business that argu-
ably provided the prototype. Mr.
Kengeter joined the Swiss bank last
year from Goldman Sachs, where he
was co-head of its securities divi-
sion for Asia, excluding Japan, with
responsibility for all FICC products
in the region.

Goldman Sachs’s FICC division,

which was established in 1996, has
provided a blueprint for rival invest-
ment banks. Merrill Lynch, for exam-
ple, created its FICC division in July
2006, while Citigroup formed its in
December that year, and Société
Générale followed in January 2007.

Last year, however, Merrill’s
FICC business was folded into a new
global markets products group as a
result of its merger with Bank of
America, while Citigroup collapsed
its FICC unit, creating a global mar-
kets structure that it said would im-
prove risk management and help
crossproduct initiatives and prod-
uct sales to clients.

The fickle fate of FICC
Boom-time divisions
survive into the bust
by taking new forms
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The engine sputters
Revenues from Goldman Sachs's division for fixed income,
currencies and commodities
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By Harry Wilson

And Liam Vaughan

A surge in bankruptcies and the
associated restructuring work has
changed the way mergers and acqui-
sitions are conducted, rapidly speed-
ing up the process.

Deals valued at more than $1 bil-
lion took just 60 days to complete
from their announcement in 2008,
compared with an average of about
130 days in the prior 12 years, accord-
ing to McKinsey & Co. Companies
are conducting faster, more tar-
geted due-diligence to cope with tur-
bulent market conditions, McKinsey
said.

As a whole, the value of M&A
deals around the world in 2008 was
29% lower than the year before, at
$3.28 trillion, according to data pro-
vider Dealogic.

A separate report on the market
for deals valued at less than $1 bil-
lion from U.S. advisory firm Baird &
Co. said bankruptcy-related deals
were up 51% last year from 2007 as
overall activity hit a 14-year low.

U.S. middle-market bankruptcy-
related transactions reached 80
deals in the year, up from 53 deals in
2007. However, the increase in bank-
ruptcy-driven M&A did little to lift
overall activity, which was down
25% from 2007.

McKinsey said many of the best

opportunities over the next years
will come from situations where a
company is forced into a fire sale.

The boost given by restructuring
transactions to M&A volumes was
seen most sharply in the financial
sector, where government-spon-

sored deals represented a quarter of
all activity, according to McKinsey.

“Now is the right time to put
aside conventional thinking about
M&A and take a fresh look at your in-
dustry: Do not assume that any com-
pany will simply be “not for sale”
over the next few years,” they said.

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

‘Do not assume that
any company will
simply be “not for
sale,” ’McKinseysays.

By Tom Fairless

Switzerland’s stock exchange,
looking to address the threat posed
by alternative trading systems, has
appointed the head of Swiss equi-
ties at Goldman Sachs Group Inc. as
its new chief executive.

Christian Katz, who runs Gold-
man Sachs’s equities division in Zur-
ich, will become chief executive of
SIX Group AG’s SIX Swiss Exchange
in May, the company said Tuesday
in a statement.

Mr. Katz also will join the board
of SIX Group, the entity created a
year ago from a merger of the stock

exchange with SIS Group and data
provider Telekurs. He succeeds
Heinrich Henckel, who stepped
down in July last year after 13 years
with the group.

The appointment comes as the
Swiss exchange faces the threat
posed by low-cost trading systems
that are eroding the market shares
of Europe’s more-established trad-
ing venues.

The Swiss exchange has re-
sponded by cutting trading fees by
30% and outlining plans to merge its
London-based subsidiary, SWX Eu-
rope, with its main equity-trading
franchise in Zurich to cut costs.

Leveraged Finance
for Corporate & Private Equity Transactions
25-26 February 2009, London
16-17 March 2009, Frankfurt

Course objeCtives

By the end of the course you will have the skills to identify opportunities and understand the
structures and risks in leveraged finance transactions:

In association with:

To book call Tracey Huggett on:
Tel: +44 (0) 20 7749 0230 or
Email: thuggett@efinancialnews.com

Delegate places are
strictly limited due to
the practical nature

of course

• Identify opportunities for leveraged finance
solutions

• Understand why and when corporations
and financial institutions employ leveraged
financing techniques

• Determine the value of a target acquisition
• Learn how debt can be used to facilitate a

buyout or acquisition and how to assess the
appropriate level of debt

• Analyse the main strengths and risks of the
different financing structures, including:
equity, senior, revolving credit, mezzanine
finance, non-amortising senior debt tranches,
use of PIK notes

• Use excel-based models to determine the
optimal debt/ equity structure and assess the
feasibility of a buyout

• Identify what the potential returns are for
successful deals and the reasons for failure

• Make decisions on an exit strategy and
assess the feasibility of refinancing a buyout
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Sandvik, Alfa Laval report
falling profits and demand

Ford selects batteries for hybrid

Kodak’s go-slow strategy
puts investors on edge

By Kevin Helliker

Swedish Match AB and Philip
Morris International Inc. an-
nounced a joint venture to market
smokeless tobacco world-wide.

The deal offers both companies
an opportunity to benefit from sales
of smokeless tobacco, which is seen
as a growth product because it is less
dangerous than cigarettes. It also sig-
nals the possibility of an intensified
industry effort to lift government
bans on sales of snuff—the largest
smokeless category—in much of the
European Union, Australia, New
Zealand and other potentially lucra-
tive markets. Swedish Match also
said the venture may develop smoke-
less products such as chewing gum.

The venture combines a world-
wide giant in smokeless, Swedish
Match, with the world’s second-larg-
est purveyor of cigarettes, PMI, an
Altria Inc. spinoff. PMI holds the
rights to sell the Marlboro brand
owned by Altria’s giant cigarette
unit, Philip Morris, outside the U.S.

The venture could help PMI en-
ter the smokeless market and help
Swedish Match develop a global
presence. In a joint press release,
the two companies said they would
seek to expand globally outside
Scandinavia and the U.S.The an-
nouncement Tuesday extends a
trend of cigarette companies team-
ing with purveyors of smokeless to-
bacco. In the U.S., Philip Morris last
month completed the $10.3 billion
acquisition of UST Inc., the nation’s
largest smokeless purveyor. And
the nation’s No. 2 cigarette maker,
Reynolds American, has entered the
smokeless market via acquisition
and new-product development.
Sales of smokeless tobacco in the
U.S. are growing at about 5% a year
as sales of cigarettes decline.

Research has shown that Swedish-
style smokeless tobacco, called snus,
is substantially safer than cigarettes
and potentially effective in helping
smokers stop. In a joint press release
Tuesday, Swedish Match and PMI

said “there is a role for snus to play in
tobacco harm reduction.”

The combination could bring
more pressure on governments to
lift bans on snuff, which includes
snus, in several countries. The bans,
enacted amid the heat of battle be-
tween public health officials and cig-
arette companies reflected a desire
to limit tobacco’s reach.But a grow-
ing number of public health officials
argue that the bans deprive ciga-
rette addicts of a way to switch to a
safer variety of tobacco. In Sweden,
the rate of cigarette smoking among
men has declined sharply as smoke-
less usage has climbed.

In the past, Swedish Match sought
a repeal or amendment of the EU ban,
only to be rejected as a tobacco com-
pany seeking to extend its reach. But
while Swedish Match is predomi-
nantly a smokeless tobacco purveyor,
PMI is a cigarette company, and that
could make its leap into smokeless to-
bacco tricky for regulators.

“When you have a giant cigarette
company saying we would like to
market a product that bears a tiny
fraction of the risk of what we’re
marketing now, how do you say no
without giving that company a huge
legal and public-relations victory?”
asks David Sweanor, an academic
lawyer and tobacco-control expert
in Canada and Britain who has been
a consultant to plaintiffs suing ciga-

rette makers. Mr. Sweanor supports
repealing smokeless bans.

Debate about the snus ban is also
heated in Australia. In an October
2007 letter to the British medical
journal Lancet, a group of public-
health researchers from the Univer-
sity of Queensland noted that in Aus-
tralia, “snus is completely banned
from sale. Yet new tobacco products
can be introduced to the market so
long as they are smoked.”

A Swedish Match spokesman in
Stockholm said the venture isn’t ex-
pected or designed to bring down
the EU ban. In spite of the scientific
evidence, spokesman Henrik Breh-
mer said, regulators “still say they
believe it is a dangerous product.”

Many public health officials in
countries that ban smokeless to-
bacco argue that pitching it as a re-
duced-harm product could make it
attractive to nonsmokers.

Moreover, the fact that smokers
in large numbers have switched in
only one country—Sweden—means
that “advocates for liberalization of
access…are almost certainly over-
hyping the potential for widespread
adoption” among smokers, Simon
Chapman, a professor of public
health at the University of Sydney,
argued last year in the Medical Jour-
nal of Australia.
 —Gustav Sandstrom

contributed to this article.

Swedish Match adds heft
Joint venture signals
increased marketing
for smokeless tobacco

CORPORATE NEWS

Snus, a smokeless tobacco, is banned in the EU except in Sweden. Swedish Match’s
deal with Philip Morris International could mean a renewed effort to lift such bans.
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By Matthew Dolan

WASHINGTON—Ford Motor Co.
selected a supplier to manufacture
its lithium-ion battery for future
plug-in hybrid vehicles, as the auto
maker attempts to show Congress
and the White House that it is serious
about an electric-vehicle strategy.

The partnership with Johnson
Controls-Saft announced at the
Washington Auto Show Tuesday
comes as Ford is racing against Gen-
eral Motors Corp., which plans to
bring its Chevy Volt plug-in sedan to
market late next year. Johnson Con-
trols-Saft is a joint venture between
Johnson Controls Inc. of Milwau-
kee and battery producer Saft
Groupe SA of France.

Chevy said Tuesday that it is
working with selected cities includ-
ing San Francisco and Washington
to help prepare local governments,
utilities and universities for fleets of
plug-in vehicles. Ford is expanding
the number of regional utilities test-
ing its Ford Escape plug-in vehicles,

which aren’t available for sale yet.
“Strategic partnerships are a

critical part of our approach,” said
Sue Cischke, Ford group vice presi-
dent for sustainability, environ-
ment and safety engineering.

The auto maker that enters the
market first and in substantial vol-
ume could have a significant advan-
tage with first-generation buyers.
Toyota Motor Corp., for example,
eclipsed its U.S. competition in the
gas-electric hybrid market with its
Prius sedan. Other major auto mak-
ers—such as Chrysler LLC and
Honda Motor Co.—also are pursu-
ing electrification strategies as they
bet gasoline prices will rise again
and consumers will choose more
fuel-efficient cars and trucks.

Ford said that it will introduce a
battery-only commercial van in
2010, followed by a passenger car
built on the same technology in
2011. They would be followed by a
plug-in vehicle by 2012.

The Dearborn, Mich., auto maker
is expected to unveil at the Chicago

Auto Show this month a battery-
only version of its new Transit Con-
nect van, said a person familiar with
the matter. The gasoline-engine ver-
sion of the van from Turkey is to go
on sale in the U.S. this summer.

Batteries have been one of the
biggest hurdles for electric- and hy-
brid-vehicle manufacturers based
in the U.S. Batteries are made in vol-
ume in Japan, South Korea and else-
where in Asia, but production in the
U.S. pales by comparison.

According to Ford’s plans, the bat-
teries will be produced in France with
Saft and the system will be assembled
in the U.S. Ford didn’t say when or if
the battery cells will be manufactured
in the U.S. in the near future. GM said
last month that its Chevy Volt lithium-
ion battery packs will be produced at
a retooled factory in Michigan,
though the cells will come from Asia.

Questions remain about how
auto makers will be able to market—
and earn money from—plug-in vehi-
cles and other electric vehicles
while gas prices remain low.

By William M. Bulkeley

Eastman Kodak Co. told inves-
tors it has the cash and products
needed to survive the recession,
which has stalled sales of digital
cameras and derailed the compa-
ny’s turnaround effort.

But executives’ presentations
were greeted skeptically Wednesday
at an investors conference. Some an-
alysts questioned Kodak’s viability
and whether the photography icon
can maintain its dividend, which
costs $135 million a year.

Kodak laid out plans to sell or
seek partners for once-promising
technologies, including its Kodak
Gallery online photo site, prompt-
ing investor Joan Lappen of
Gramercy Capital to ask executives
where the company’s underlying
value was.

Chief Executive Antonio Perez re-
sponded, “I didn’t want to be in this
situation but we are.”

The company disclosed Wednes-
day it anticipates a loss from con-
tinuing operations of $400 million
to $600 million this year, and plans
to spend up to $275 million on addi-
tional restructurings as it continues
to shrink its business.

Executives projected sales would

fall at least 12% this year and said
the company won’t achieve last
year’s revenue level until 2012 at the
earliest. Shannon Cross, an invest-
ment analyst who follows the imag-
ing industry, said “2012 is a long
time for investors to have to wait.”

Kodak has undergone a rocky
transformation over the past five
years as its highly profitable film
franchise withered and it built a digi-
tal-photo and printing business,
closed many operations and laid off
tens of thousands of workers.

Mr. Perez said through the first
nine months of last year he was
“very happy with the performance
of digital.” But the economic down-
turn in the fourth quarter crushed
consumer sales and forced Kodak to
revamp its strategic plan. Last
week, Kodak reported a net loss and
said it will have to lay off up to 4,500
more people this year.

Frank Sklarsky, chief financial
officer, said despite the big cash
outlays this year, Kodak is “very
comfortable” with its debt and
cash position. It has $2.1 billion in
cash from the sale of its medical-im-
aging business two years ago, and
anticipates having $1.76 billion at
year end, well above the $1 billion it
needs for operations.

By Anjali Cordeiro

Kraft Foods Inc. said it is being
hurt by inventory reductions among
retailers and expects some of that
pressure to continue this quarter.

Posting sharply lower fourth-
quarter results, the food giant also
lowered its outlook for this year, cit-
ing increased pension costs and the
stronger dollar.

The inventory cutbacks hit ship-
ments in the fourth quarter, but the
worst of the reductions are coming

to an end in North America, accord-
ing to the company, which produces
Kraft cheese and Planters nuts.

But there might be some pres-
sure from inventory reductions in in-
ternational markets this quarter,
Chief Executive Irene Rosenfeld
said on a conference call. Fourth-
quarter net income sank 72% as a
write-down, restructuring costs
and hedging losses compounded a
decrease in sales volume. Revenue
increased 6.2% to $10.77 billion on
higher prices.

Inventory reductions hurt Kraft

By Ola Kinnander

STOCKHOLM—Two of Sweden’s
biggest industrial companies
Wednesday reported weaker earn-
ings and warned of sagging de-
mand, further dimming the picture
for the country’s export-focused en-
gineering sector.

Sandvik AB, a producer of metal-
cutting tools, posted a 45% drop in
fourth-quarter net profit, while Alfa
Laval AB, which makes heat ex-
changers, said net profit fell 18% in
the quarter. The companies warned
that demand is drying up for several
of their industrial segments.

Sweden’s other two major indus-
trial companies—SKF AB, a manu-
facturer of industrial bearings, and
Atlas Copco AB, which makes air
compressors—days earlier also
warned they are struggling amid
the economic downturn.

All four companies have an-
nounced layoffs, totaling at least
11,300 workers globally.

Sweden’s unemployment rate
ticked up to 6.4% in December from
6.2% in November; many econo-
mists now say the jobless rate may
hit double digits by 2010.

Sandvik said global demand for
its products “deteriorated sharply”
in the quarter, especially for its auto-
motive, construction, exploration
and consumer-related segments.

The company said net profit fell
to 1.09 billion Swedish kronor
($132.5 million) in the three months
ended Dec. 31 from 1.98 billion kro-
nor in the year-earlier period. Sales
rose 6.4% to 24.17 billion kronor.

Sandvik Chief Financial Officer
Per Nordberg said in an interview
that the company, which late last
year laid off about 3,450 workers in
Sweden and Finland, likely must fur-
ther reduce its 50,000-strong work
force unless demand picks up again.

If Sandvik’s order intake in Febru-
ary and March continues to fall
about 20% or more, “then likely we
will have to take more measures,”
Mr. Nordberg said. Order intake dur-
ing the three months ended Dec. 31
fell 18% to 20.72 billion kronor.

Alfa Laval reported net profit de-
clined to 862 million kronor from
1.05 billion kronor. The bottom line
was weighed down by a 270-million-
kronor restructuring charge related
to layoffs. Sales increased 12% to 8.1
billion kronor.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 33.50 $24.66 –0.71 –2.80%
Alcoa AA 23.40 7.82 –0.05 –0.64%
AmExpress AXP 13.60 16.36 0.27 1.68%
BankAm BAC 598.60 4.70 –0.60 –11.32%
Boeing BA 6.30 41.97 0.30 0.72%
Caterpillar CAT 17.00 30.60 0.61 2.03%
Chevron CVX 11.50 71.60 –0.04 –0.06%
Citigroup C 180.90 3.49 0.03 0.87%
CocaCola KO 8.60 42.40 –0.92 –2.12%
Disney DIS 46.90 19.00 –1.62 –7.86%
DuPont DD 6.30 23.28 –0.07 –0.30%
ExxonMobil XOM 28.60 77.66 –0.46 –0.59%
GenElec GE 99.20 11.26 –0.11 –0.97%
GenMotor GM 8.10 2.72 –0.13 –4.56%
HewlettPk HPQ 14.00 36.03 –0.07 –0.19%
HomeDpt HD 17.70 21.73 –0.19 –0.87%
Intel INTC 75.00 13.88 0.29 2.13%
IBM IBM 9.80 92.83 –0.65 –0.70%
JPMorgChas JPM 53.70 24.04 –0.01 –0.04%
JohnsJohns JNJ 10.80 57.96 –0.62 –1.06%
KftFoods KFT 24.80 26.11 –2.63 –9.15%
McDonalds MCD 8.90 57.86 –1.02 –1.73%
Merck MRK 12.40 29.90 –0.34 –1.12%
Microsoft MSFT 72.10 18.63 0.13 0.70%
Pfizer PFE 63.60 14.57 –0.31 –2.08%
ProctGamb PG 14.10 52.52 –1.39 –2.58%
3M MMM 4.50 50.84 –0.80 –1.55%
UnitedTech UTX 5.30 47.53 –0.78 –1.61%
Verizon VZ 17.00 30.61 –0.95 –3.01%
WalMart WMT 25.30 46.42 –1.39 –2.91%

Dow Jones Industrial Average P/E: 19
LAST: 7956.66 t 121.70, or 1.51%

YEAR TO DATE: t 819.73, or 9.3%

OVER 52 WEEKS t 4,243.44, or 34.8%

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

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

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

ArcelorMittal Fin "1,065" –103 –135 –334 Un Fenosa  186 7 26 91

Xstrata  953 –66 –204 –422 Tomkins  591 9 –65 –179

Rhodia "1,708" –62 –146 498 Colt Telecom Group 412 13 51 88

Enel 545 –54 –56 58 Cie de St Gobain 372 16 4 –50

Klepierre 887 –50 –49 –120 AB Volvo 462 20 –6 –57

Seat Pagine Gialle  "1,808" –48 –107 357 Smurfit Kappa Fdg  1000 22 34 56

ITV  866 –35 75 287 Carlton Comms  768 32 88 305

Endesa  536 –35 –39 63 Scania AB  328 34 31 –37

Contl AG "1,029" –33 134 –154 CIR SpA CIE Industriali Riunite 646 37 55 52

Hammerson  933 –27 –19 –72 Lafarge 935 42 62 91

Source: Markit Group

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

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

Rio Tinto U.K. General Mining $27.2 18.61 11.10% –65.7% –33.1%

ArcelorMittal Luxembourg Iron & Steel 37.4 20.06 10.16 –57.2 ...

BHP Billiton U.K. General Mining 41.2 12.69 9.40 –16.5 30.0

Credit Suisse Grp Switzerland Banks 33.4 32.60 9.32 –43.6 –57.8

Anglo Amer U.K. General Mining 27.4 14.02 9.28 –51.1 –31.3

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals $89.7 147.80 –9.10% –24.6 –23.9

Astrazeneca U.K. Pharmaceuticals 55.4 26.22 –5.24 29.3 –0.7

British Amer Tob U.K. Tobacco 54.6 18.54 –3.13 1.7 44.5

Unilever Netherlands Food Products 37.9 17.17 –1.52 –20.7 –12.0

Nestle Switzerland Food Products 130.8 39.52 –1.30 –17.0 4.4

...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

BASF 28.8 24.30 7.67% –43.4% –23.9%
Germany (Commodity Chemicals)
Daimler 28.6 23.05 6.74 –55.2 –51.1
Germany (Automobiles)
AXA 34.7 12.91 5.91 –42.9 –52.2
France (Full Line Insurance)
Nokia 48.9 9.98 5.05 –58.7 –33.6
Finland (Telecom Equipment)
ABB 31.1 15.49 5.02 –41.6 13.8
Switzerland (Industrial Machinery)
Barclays 11.8 0.97 4.98 –78.3 –84.0
U.K. (Banks)
UBS 35.2 13.90 4.98 –63.2 –77.3
Switzerland (Banks)
Siemens 54.0 45.89 4.96 –47.3 –38.3
Germany (Diversified Industrials)
L.M. Ericsson Tel B 25.2 69.80 3.87 5.8 –47.5
Sweden (Telecom Equipment)
BNP Paribas 32.5 27.69 3.65 –54.9 –61.2
France (Banks)
Total 125.1 40.97 3.54 –15.9 –23.1
France (Integrated Oil & Gas)
HSBC Hldgs 95.2 5.45 3.32 –27.1 –42.5
U.K. (Banks)
Deutsche Bk 15.6 21.24 3.08 –71.7 –76.2
Germany (Banks)
Soc. Generale 24.1 32.20 3.01 –57.9 –68.5
France (Banks)
Allianz SE 38.8 66.63 2.89 –43.1 –49.1
Germany (Full Line Insurance)
BP 150.2 5.00 2.57 –8.2 –22.0
U.K. (Integrated Oil & Gas)
Banco Bilbao Vizcaya 36.2 7.50 2.46 –45.3 –54.2
Spain (Banks)
Deutsche Telekom 57.6 10.25 2.19 –23.4 –23.2
Germany (Mobile Telecom)
Banco Santander 63.3 6.15 2.16 –43.1 –44.2
Spain (Banks)
ENI 88.6 17.17 1.96 –20.1 –28.6
Italy (Integrated Oil & Gas)

E.ON 67.0 26.00 1.80% –39.8% –12.4%
Germany (Multiutilities)
Telefonica 87.3 14.40 1.77 –25.5 15.5
Spain (Fixed Line Telecom)
UniCredit 22.8 1.33 1.77 –72.7 –77.0
Italy (Banks)
GlaxoSmithKline 105.4 12.68 1.72 8.7 –13.0
U.K. (Pharmaceuticals)
SAP 45.0 28.51 1.62 –12.4 –31.6
Germany (Software)
GDF Suez 89.9 31.83 1.50 –14.6 21.7
France (Multiutilities)
Tesco 41.8 3.66 1.39 –8.4 11.9
U.K. (Food Retailers & Wholesalers)
Assicurazioni Genli 29.4 16.20 1.38 –42.5 –37.0
Italy (Full Line Insurance)
Novartis 112.0 49.02 1.16 –9.1 –31.0
Switzerland (Pharmaceuticals)
ING Groep 17.5 6.53 1.05 –69.5 –78.1
Netherlands (Life Insurance)
Royal Bk of Scot 11.9 0.21 0.97 –93.4 –95.7
U.K. (Banks)
Royal Dutch Shell 89.1 19.50 0.70 –17.7 –25.7
U.K. (Integrated Oil & Gas)
Koninklijke Philips 19.7 15.12 0.47 –43.5 –44.5
Netherlands (Consumer Electronics)
Intesa Sanpaolo 35.7 2.34 0.43 –49.0 –51.1
Italy (Banks)
Diageo 38.1 9.50 0.42 –7.7 11.8
U.K. (Distillers & Vintners)
Sanofi-Aventis 76.6 45.24 –0.04 –14.3 –39.8
France (Pharmaceuticals)
Vodafone Grp 116.0 1.37 –0.15 –21.4 16.9
U.K. (Mobile Telecom)
France Telecom 62.0 18.42 –0.70 –18.5 0.4
France (Fixed Line Telecom)
Bayer 41.8 42.49 –0.93 –23.4 26.8
Germany (Specialty Chemicals)
Iberdrola 38.6 6.00 –1.15 –41.2 –0.2
Spain (Conventional Electricity)

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 -0.09% -0.12% 2.5% 1.5% -5.1%
Event Driven -0.65% 0.33% -10.0% 0.9% -25.8%
Distressed Securities 0.10% -4.06% -16.0% -3.1% -36.6%

*Estimates as of 02/03/09, 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 1.61 98.21% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.81 93.49 0.02 5.57 2.16 3.74

Europe Crossover: 10/1 10.65 84.03 0.06 11.20 5.74 8.96

Asia ex-Japan IG: 10/1 3.63 93.34 0.02 6.63 1.99 3.57

Japan: 10/1 4.00 89.55 0.02 4.00 1.58 2.74

 Note: Data as of February 3

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.

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Philip Morris International
takes hit from strong dollar

Electronic Arts says loss
widened to $641 million
Videogame publisher
slashes its forecast
as it delays releases

CORPORATE NEWS

Anheuser-Busch InBev NV

Anheuser-Busch InBev NV, the
world’s largest beer maker by sales,
has invited bids of $2 billion to $3 bil-
lion for its wholly owned South Ko-
rean brewer, Oriental Brewery Co.,
people familiar with the situation
said. The Belgium-based company is
seeking to sell off noncore assets to
pay down part of the $45 billion in
debt it took on to finance its $52 bil-
lion acquisition of U.S. brewer An-
heuser-Busch Cos. last year. An-
heuser sent invitations to bid for OB
to several private-equity firms last
week,includingBainCapitalLLC,Car-
lyleGroupLP,MBKPartnersLP,Affin-
ity Equity Partners and Unitas Capi-
tal,oneofthepeoplesaid.Amongstra-
tegic buyers targeted were South Ko-
rea’s Lotte Group, SABMiller PLC
and Japan’s Asahi Breweries Ltd.,
which recently bought 19.9% of Chi-
na’s Tsingtao Brewery Group from
Anheuser for $667 million.
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Areva SA

French state-controlled nuclear-
power company Areva SA signed an
initial pact with Nuclear Power
Corp. of India Ltd. to study the pos-
sibility of building as many as six nu-
clear reactors in India estimated at
more than 600 billion rupees, or
about $12.5 billion. The new-genera-
tion European Pressurized Reactors
of 1,650 megawatts each will be set
up in Jaitapur in the western state
of Maharashtra, executives of the
companies said. The deal marks the
end of a more than three-decade em-
bargo on nuclear technology and
fuel for India and allows Areva to
get a foothold in the growing mar-
ket for nuclear energy. India, which
signed a civilian nuclear deal with
the U.S. last year, plans to quickly in-
crease nuclear-based power-genera-
tion capacity.

BASF SE

German chemical company
BASF SE said Wednesday it is con-
sidering selling off its leathers and
textiles chemicals business, which
has seen low market growth and
high competitive pressure. Ludwig-
shafen-based BASF said it had imple-
mented restructuring programs
over the years, but that those mea-
sures hadn’t been sufficient to en-
sure the long-term profitability of
the business. BASF said it was intro-
ducing a further cost-reduction pro-
gram that should generate savings
of Œ25 million ($32.6 million) by
2011. It added it was also consider-
ing the formation of a joint venture
or a complete sale of the business.
BASF operates production plants
for leather and textile chemicals in
Germany, Spain, Turkey, Brazil, In-
dia and China. The business had
sales of about Œ400 million in 2007.

British Sky Broadcasting Group

British Sky Broadcasting Group
PLC won four out of the six packages
to broadcast live English Premier
League soccer between 2010 and
2013, England’s highest soccer
league said late Tuesday. The four
packages allow the subscription-
television company to broadcast
live coverage of 92 of the 138
matches. The two remaining rights
packages will be auctioned in due
course, said the Premier League. In
2008, BSkyB paid about £1.3 billion,
or $1.9 billion, for the rights. The
broadcaster declined to comment
until the bidding process is com-
pleted. Under European Union rules,
BSkyB has the right to bid for one of
the two remaining packages. News
Corp., which holds about 39% of
BSkyB, owns Dow Jones & Co., pub-
lisher of The Wall Street Journal.

Electrolux AB

Layoffs and weak demand
lead to fourth-quarter loss

Swedish appliance maker Elec-
trolux AB said Wednesday it swung
to a net loss in the fourth quarter as
the global financial turmoil drove
up costs and forced it to impose tem-
porary production shutdowns. The
company, which in December said it
would lay off 3,000 employees
world-wide, refrained from giving a
forecast for 2009 and said it will
freeze wages this year because of un-
certainty in the market. Weighed
down by costs of nearly 1.1 billion
Swedish kronor ($133.8 million) be-
cause of the recent layoffs, Elec-
trolux posted a net loss of 474 mil-
lion kronor, compared with a net
profit of 1.13 billion a year earlier.
However, sales received a boost
from favorable exchange rates and
rose 3.7%.

By Yukari Iwatani Kane

Electronic Arts Inc. reported a
much wider loss for its fiscal third
quarter because of poor holiday
sales, and slashed its full-year fore-
cast as it delayed the release of
some key videogames.

The publisher of the Madden
NFL, FIFA soccer and other game
software said it would reduce costs
by $500 million in the fiscal year be-
ginning April 1. The company plans
to cut 11% of its work force, or 1,100
jobs—about 100 more than previ-
ously discussed—and close 12 facili-
ties. Those actions will trigger
charges of $65 million to $75 million
over the next year, EA said.

“We’ve hit the reset button,”
said Chief Executive John Ricci-
tiello, in a conference call with ana-
lysts. “We have not lowered our am-
bitions; we have mapped our cost
structure to a more conservative
revenue projection.”

Electronic Arts shares were up
11% in midday trading Wednesday
to $17.24 because the poor results
were expected and investors fo-
cused on the strong recovery the

Redwood City, Calif., company pro-
jected next fiscal year.

The company said it expects per-
share earnings for that period be-
tween a five-cent loss and a profit
of 40 cents, compared with its pre-
diction Tuesday of a per-share loss
of $3.29 to $3.56 for the current fis-
cal year.

“It’s not crazy. I think it’s quite
doable,” said Michael Pachter, an
analyst with Wedbush Morgan, of
the forecast.

EA has been struggling with is-
sues that include high product-de-
velopment costs and a broad line of
products—many of which have
failed to resonate among consum-
ers. Retailers have also become
more selective about the number of
game titles they stock.

Chief Financial Officer Eric Brown
said EA planned to shift its strategy
to focus on fewer products and spend
more time marketing them. As part
of that effort, EA is postponing the
launch of big titles such as “The Sims
3” and “Godfather 2.”

The company’s net loss for its
quarter ended Dec. 31 was $641 mil-
lion, or $2 a share, compared with a
loss of $33 million, or 10 cents a
share, a year earlier, as it recorded a
$368 million pretax charge related
to its wireless business and a $244
million charge related to deferred
tax assets. Revenue rose to $1.65 bil-
lion from $1.5 billion.

Electronic Arts, publisher of FIFA ’09 soccer game, will delay the release of
several videogames and is planning to focus on a smaller number of products.

GLOBAL BUSINESS BRIEFS

Ryanair Holdings PLC

Airports complained Wednes-
day that Ryanair Holdings PLC’s
rule limiting passengers to one
carry-on bag will discourage air-
port shopping and hurt their reve-
nues. The Airports Council Interna-
tional, which represents about 440
members world-wide, said airlines
“need to appreciate” that airports
make at least half of their income
from retail sales and this allows
them charge below-cost landing
fees. Ryanair, Europe’s biggest low-
fare airline by passengers carried,
said passengers were free to shop
at the airport as long as their pur-
chases fit into one 10-kilogram
(22-pound) carry-on bag. Ryanair
says it will charge passengers Œ30
($39.12) if they try to bring more
than one handbag, briefcase or lap-
top bag onboard.

Yum Brands Inc.

Yum Brands Inc.’s fourth-quar-
ter net income slipped 12% as for-
eign-currency translations and
charges for restructuring and refran-
chising restaurants offset strong in-
ternational sales. Revenue for the
operator of KFC, Pizza Hut and Taco
Bell rose 4% to $3.38 billion. Yum
said it was optimistic new menus
would draw consumers and lead to a
strong year, but it warned that com-
modity costs and continued weak-
ness at its KFC unit would hamper
earnings in the current quarter. The
company didn’t give a specific fore-
cast for the first quarter but said
earnings per share would decline.
Analysts had been predicting 2%
growth. Net income for the fourth
quarter fell to $204 million, or 43
cents a share, from $231 million, or
44 cents a share, a year earlier. U.S.
same-store sales climbed 2%.

—Compiled from staff
and wire service reports.

Casio Computer Co.

Casio Computer Co. reported an
87% fall in net profit for the April-
December period and cut its full-
year profit outlook, blaming price
weakness in digital cameras and a
stronger yen. The Tokyo-based com-
pany, known for products such as
the G-Shock brand of watches, said
Wednesday its group net profit fell
to 1.38 billion yen ($15.5 million)
from 10.88 billion yen a year earlier.
Its sales fell 14% to 386.96 billion
yen from 449.4 billion yen, while op-
erating profit dropped 55% to 10.75
billion yen. For the full fiscal year
ending March 31, the company cut
its group net-profit outlook to 1.5 bil-
lion yen from 13.5 billion yen.

By Tess Stynes

And Kevin Kingsbury

Philip Morris International
Inc. posted a 7.8% drop in fourth-
quarter net income, citing the
stronger dollar.

“The global economic crisis obvi-
ously results in uncertainty, particu-
larly on the currency front, and at
current exchange rates we face a
steep hurdle,” Louis Camilleri, chair-
man and chief executive of the to-
bacco company, said Wednesday in
a prepared statement.

Mr. Camilleri had said in Novem-
ber that PMI wasn’t seeing any “un-
due shift in consumer behavior”
tied to the global economic slow-
down and that he expected less of a
hit to emerging markets than in past
slowdowns. Last year PMI was split
off from Altria Group Inc., separat-
ing Altria’s international cigarette
business from its U.S. operations.

PMI reported net income of $1.45
billion, or 71 cents a share, down
from $1.57 billion, or 74 cents a
share, a year earlier. Excluding a
gain in the year-earlier period and
currency fluctuations, the company
said per-share earnings would have
risen 13%. Revenue excluding excise
taxes climbed 3.6% to $6.12 billion.

Harley-Davidson

Harley-Davidson Inc. issued
$600 million in senior unsecured
notes on Tuesday, getting more fi-
nancing for its struggling lending
arm from, among others, billionaire
Warren Buffett. Shares of the iconic
motorcycle company at mid-day
Wednesday in New York were off 6%
to $12.86 after rising 16% Tuesday
on the news. The shares had lost
nearly three-quarters of their value
from their 52-week high in April.
Davis Selected Advisers LP, the com-
pany’s largest shareholder, and Mr.
Buffett’s Berkshire Hathaway Inc.
each bought $300 million of the
notes. The notes will be due in 2014
and will carry a 15% interest rate per
year. The company said the high in-
terest rate was because of the diffi-
cult credit markets.

ITV PLC

The U.K. competition regulator
Wednesday blocked a proposed
video-on-demand joint venture,
known as Project Kangaroo, be-
tween British Broadcasting Corp.,
ITV PLC and Channel Four Televi-
sion Corp. “We have decided that
this joint venture would be too
much of a threat to competition in
this developing market,” said Peter
Freeman, chairman of the Competi-
tion Commission. None of the reme-
dies proposed could “remove the
threat to competition” in the
video-on-demand market, the Com-
petition Commission said, adding
that consumers would be better off
if the three companies competed
with each other. BBC’s BBC World-
wide Ltd., ITV and Channel 4 called
it a “disproportionate remedy and a
missed opportunity in the ... devel-
opment of British broadcasting.”

Märklin Holding GmbH

German model-railway maker
Märklin Holding GmbH filed for pro-
tection from creditors after failing
to secure new credit from banks. The
company made the bankruptcy fil-
ing Wednesday in Göppingen, where
it is based. Chief Executive Dietmar
Mundil said in a written statement
the company intends “to restructure
our traditional company with its
cult status, with the instruments of
German insolvency law, and estab-
lish it permanently in the market.”
Märklin was founded 150 years ago
making tin toys and has evolved into
an icon of the model-railway mar-
ket. Since 2006, it has been owned
by British investor Kingsbridge Cap-
ital Advisors Ltd. and investment
bank Goldman Sachs Group Inc. The
company generated sales of Œ128 mil-
lion ($167 million) last year.

Qantas Airways Ltd.

Qantas Airways Ltd., Australia’s
largest airline, posted a 66% drop in
profit for the fiscal first half and un-
veiled plans to raise 500 million Aus-
tralian dollars. Despite speculation
that Qantas will seek an alliance
with an Asian airline, Chief Execu-
tive Alan Joyce said the capital rais-
ing—which is the equivalent of
US$322 million—coupled with the
airline’s A$2.8 billion in cash, was
“not us bulking up for acquisitions.”
The carrier said Wednesday that
net profit for the first half ended
Dec. 31 fell to A$210 million from
A$617.6 million a year earlier. Group
revenue rose 1.7% to A$7.92 billion
from A$7.79 billion. Australia’s larg-
est airline by revenue and number
of passengers controls about two
thirds of the domestic aviation mar-
ket, and about 30% of international
passenger movements in Australia
through its discount Jetstar and re-
gional airline operations.

Executive Travel Program

Guests and clients of 320
leading hotels and car
rental agencies receive
The Wall Street Journal
Europe daily, courtesy of

www.accessmba.com
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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 02/03 EUR 2.33 11.0 –73.4 NS
Parex Eastern Europ Bd EU BD LVA 02/03 USD 8.89 1.9 –35.7 –17.3
Parex Russian Eq EE EQ LVA 02/03 USD 7.77 –10.3 –73.0 –43.1

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 02/04 USD 101.72 –8.3 –52.7 –24.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/04 USD 97.56 –8.3 –53.2 –24.8
PF (LUX)-Biotech-Pca OT EQ LUX 02/03 USD 301.51 5.8 –8.2 0.8
PF (LUX)-CHF Liq-Pca CH MM LUX 02/03 CHF 124.02 0.0 1.4 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/03 CHF 93.61 0.0 1.5 1.7
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/03 EUR 111.12 –5.8 –42.8 –29.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/03 USD 78.05 –4.0 –37.7 –17.3
PF (LUX)-East Eu-Pca EU EQ LUX 02/03 EUR 120.61 –9.7 –72.4 –47.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/04 USD 86.53 –7.1 –58.4 –28.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/04 USD 286.80 –5.7 –57.7 –27.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/03 EUR 73.80 –3.5 –40.0 –27.0
PF (LUX)-EUR Bds-Pca EU BD LUX 02/03 EUR 366.93 –1.7 –0.7 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/03 EUR 279.23 –1.7 –0.7 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/03 EUR 125.28 0.3 –5.8 –2.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/03 EUR 88.07 0.3 –5.8 –2.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/03 EUR 95.98 6.4 –27.4 –20.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/03 EUR 55.64 6.4 –27.4 –20.1
PF (LUX)-EUR Liq-Pca EU MM LUX 02/03 EUR 134.95 0.2 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/03 EUR 97.26 0.2 3.5 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX NA NA NA.00 0.2 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX NA NA NA.00 0.2 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/03 EUR 298.37 –2.5 –43.9 –31.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/03 EUR 96.98 –4.1 –41.7 –30.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/03 USD 188.84 –0.3 –7.0 –0.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/03 USD 128.46 –0.3 –7.0 –0.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/03 USD 12.06 –6.0 –46.6 –28.7
PF (LUX)-Gr China-Pca AS EQ LUX 02/04 USD 197.38 –7.2 –47.8 –18.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/04 USD 178.11 –7.1 –62.7 –26.5
PF (LUX)-Jap Index-Pca JP EQ LUX 02/04 JPY 7515.89 –7.7 –42.6 –32.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/04 JPY 6746.04 –7.6 –45.5 –37.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/04 JPY 6580.90 –7.7 –45.8 –37.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/04 JPY 3644.05 –7.2 –42.2 –34.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/04 USD 140.78 –11.1 –53.0 –24.9
PF (LUX)-Piclife-Pca CH BA LUX 02/03 CHF 689.58 0.0 –15.6 –11.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/03 EUR 40.91 –7.3 –39.8 –29.6
PF (LUX)-Rus Eq-Pca EE EQ LUX 02/03 USD 18.78 –17.8 –78.6 NS
PF (LUX)-Security-Pca GL EQ LUX 02/03 USD 71.19 –0.4 –28.3 –17.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/03 EUR 326.20 0.0 –40.8 –29.9
PF (LUX)-US Eq-Ica US EQ LUX 02/03 USD 76.87 –5.9 –37.3 –20.4
PF (LUX)-USA Index-Pca US EQ LUX 02/03 USD 67.36 –7.1 –38.9 –22.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/03 USD 513.87 –3.1 5.9 7.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/03 USD 377.06 –3.1 5.9 7.8
PF (LUX)-USD Liq-Pca US MM LUX 02/03 USD 130.31 0.1 2.0 3.3
PF (LUX)-USD Liq-Pdi US MM LUX 02/03 USD 85.09 0.1 2.0 3.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX NA NA NA.00 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX NA NA NA.00 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/03 EUR 105.45 2.4 –26.2 –18.0
PF (LUX)-WldGovBds-Pca GL BD LUX 02/04 USD 157.55 –4.4 3.3 8.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/04 USD 130.41 –4.4 3.3 8.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 02/03 USD 31.96 –23.0 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 02/03 USD 7.54 –3.8 –40.4 –27.7
Japan Fund USD JP EQ IRL 02/04 USD 13.96 –5.0 –14.0 –12.6

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 02/03 EUR 524.72 –6.9 –39.5 NS
Core Eurozone Eq B EU EQ IRL 02/03 EUR 609.10 –7.4 NS NS
Euro Fixed Income A EU BD IRL 02/03 EUR 1103.10 –2.6 –12.9 –7.0
Euro Fixed Income B EU BD IRL 02/03 EUR 1171.26 –2.5 –12.4 –6.4
Euro Small Cap A EU EQ IRL 02/03 EUR 836.16 –1.4 –45.7 –36.9
Euro Small Cap B EU EQ IRL 02/03 EUR 890.83 –1.3 –45.4 –36.5
Eurozone Agg Eq A EU EQ IRL 02/03 EUR 472.99 –4.8 –43.6 NS
Eurozone Agg Eq B EU EQ IRL 02/03 EUR 676.07 –4.8 –43.3 –29.8
Glbl Bd (EuroHdg) A GL BD IRL 02/03 EUR 1199.91 0.2 –8.5 –3.3
Glbl Bd (EuroHdg) B GL BD IRL 02/03 EUR 1266.74 0.3 –7.9 –2.7
Glbl Bd A EU BD IRL 02/03 EUR 1033.55 5.4 1.2 –1.5
Glbl Bd B EU BD IRL 02/03 EUR 1094.39 5.5 1.8 –0.9
Glbl Real Estate A OT EQ IRL 02/03 USD 575.83 –13.6 –54.0 –37.7
Glbl Real Estate B OT EQ IRL 02/03 USD 590.43 –13.6 –53.7 –37.3
Glbl Real Estate EH-A OT EQ IRL 02/03 EUR 546.92 –12.8 –52.1 –38.4
Glbl Real Estate SH-B OT EQ IRL 02/03 GBP 51.45 –13.2 –52.0 –37.7
Glbl Strategic Yield A EU BD IRL 02/03 EUR 1165.17 3.1 –21.3 –11.5
Glbl Strategic Yield B EU BD IRL 02/03 EUR 1240.05 3.1 –20.8 –10.9
Japan Equity A JP EQ IRL 02/03 JPY 9295.00 –10.1 –44.1 –34.6
Japan Equity B JP EQ IRL 02/03 JPY 9854.00 –10.0 –43.8 –34.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/03 USD 1161.91 –9.7 –51.5 –25.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/03 USD 1233.27 –9.6 –51.2 –25.3
Pan European Eq A EU EQ IRL 02/03 EUR 699.91 –2.6 –42.8 –29.6
Pan European Eq B EU EQ IRL 02/03 EUR 742.09 –2.5 –42.5 –29.2
US Equity A US EQ IRL 02/03 USD 618.45 –7.6 –42.7 –24.7
US Equity B US EQ IRL 02/03 USD 658.61 –7.5 –42.4 –24.2
US Small Cap A US EQ IRL 02/03 USD 922.23 –8.3 –42.6 –26.2
US Small Cap B US EQ IRL 02/03 USD 982.68 –8.2 –42.3 –25.7

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/04 SEK 58.61 –2.6 –44.4 –30.8
Choice Japan Fd JP EQ LUX 02/04 JPY 41.79 –7.1 –42.2 –34.2
Choice Jpn Chance/Risk JP EQ LUX 02/04 JPY 41.22 –8.0 –48.8 –35.1
Choice NthAmChance/Risk US EQ LUX 02/04 USD 2.85 1.6 –40.8 –24.1
Europe 2 Fd EU EQ LUX 02/04 EUR 0.69 –0.9 –47.3 –32.5
Europe 3 Fd EU EQ LUX 02/04 GBP 2.70 –9.7 –37.1 –21.5
Global Chance/Risk Fd GL EQ LUX 02/04 EUR 0.50 6.2 –31.5 –23.7
Global Fd GL EQ LUX 02/04 USD 1.58 –5.1 –42.4 –24.8
Intl Mixed Fd -C- NO BA LUX 02/04 USD 21.40 –6.9 –32.9 –16.7
Intl Mixed Fd -D- NO BA LUX 02/04 USD 15.10 –6.9 –32.9 –15.6
Wireless Fd OT EQ LUX 02/04 EUR 0.10 4.4 –42.8 –24.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/04 USD 4.24 –6.3 –48.7 –23.9
Currency Alpha EUR -IC- OT OT LUX 02/04 EUR 10.86 –0.5 7.8 NS
Currency Alpha EUR -RC- OT OT LUX 02/04 EUR 10.81 –0.5 7.3 NS
Currency Alpha SEK -ID- OT OT LUX 02/04 SEK 104.96 –0.6 7.5 NS
Currency Alpha SEK -RC- OT OT LUX 02/04 SEK 115.19 –0.5 7.3 NS
Generation Fd 80 OT OT LUX 02/04 SEK 6.40 0.3 –27.2 NS
Nordic Focus EUR NO EQ LUX 02/04 EUR 52.89 6.0 –39.4 NS
Nordic Focus NOK NO EQ LUX 02/04 NOK 58.33 6.0 –39.4 NS
Nordic Focus SEK NO EQ LUX 02/04 SEK 60.04 6.0 –39.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/04 USD 1.37 –1.7 –38.9 –23.8
Ethical Global Fd GL EQ LUX 02/04 USD 0.57 –7.3 –43.8 –26.6
Ethical Sweden Fd NO EQ LUX 02/04 SEK 27.79 –3.3 –31.5 –22.7
Europe Fd EU EQ LUX 02/04 USD 1.48 –3.3 –40.0 –26.8
Index Linked Bd Fd SEK OT BD LUX 02/04 SEK 12.99 –0.7 1.4 4.4
Medical Fd OT EQ LUX 02/04 USD 2.85 –0.6 –22.0 –12.3

Short Medium Bd Fd SEK NO MM LUX 02/04 SEK 9.18 0.3 3.0 3.1

Technology Fd OT EQ LUX 02/04 USD 1.60 2.6 –35.7 –18.9

World Fd NO BA LUX 02/04 USD 1.53 –7.6 –39.8 –18.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/04 EUR 1.27 0.2 1.9 2.1

Short Bond Fd SEK NO MM LUX 02/04 SEK 21.66 0.5 2.8 3.0

Short Bond Fd USD US MM LUX 02/04 USD 2.50 –0.1 1.3 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/04 SEK 9.91 –1.5 –4.3 –0.6

Alpha Bond Fd SEK -B- NO BD LUX 02/04 SEK 8.89 –1.5 –4.3 –0.6

Alpha Bond Fd SEK -C- NO BD LUX 02/04 SEK 24.82 –1.5 –4.4 –0.7

Alpha Bond Fd SEK -D- NO BD LUX 02/04 SEK 8.27 –1.5 –4.4 –0.7

Alpha Short Bd SEK -A- NO MM LUX 02/04 SEK 10.90 0.9 3.4 3.3

Alpha Short Bd SEK -B- NO MM LUX 02/04 SEK 10.23 0.9 3.4 3.3

Alpha Short Bd SEK -C- NO MM LUX 02/04 SEK 21.34 0.9 3.3 3.2

Alpha Short Bd SEK -D- NO MM LUX 02/04 SEK 8.87 0.9 3.3 3.2

Bond Fd SEK -C- NO BD LUX 02/04 SEK 41.33 –0.5 7.6 5.6

Bond Fd SEK -D- NO BD LUX 02/04 SEK 12.40 –0.5 6.4 5.0

Corp. Bond Fd EUR -C- EU BD LUX 02/04 EUR 1.08 –1.0 –9.4 –4.6

Corp. Bond Fd EUR -D- EU BD LUX 02/04 EUR 0.85 –1.0 –9.8 –4.8

Corp. Bond Fd SEK -C- NO BD LUX 02/04 SEK 10.71 –0.3 –12.5 –5.8

Corp. Bond Fd SEK -D- NO BD LUX 02/04 SEK 8.41 –0.3 –12.3 –5.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/04 EUR 102.23 –1.6 NS NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/04 EUR 101.89 –1.6 NS NS

Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/17 SEK 121.91 NS NS NS

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 02/04 SEK 1086.08 –1.6 NS NS

Flexible Bond Fd -C- NO BD LUX 02/04 SEK 20.98 0.6 5.6 4.3

Flexible Bond Fd -D- NO BD LUX 02/04 SEK 11.88 0.6 5.6 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/04 SEK 79.75 –0.4 –21.3 –13.8

Global Hedge I SEK -D- OT OT LUX 02/04 SEK 72.89 –0.4 –23.6 –15.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/04 USD 1.45 –5.5 –51.6 –21.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/04 SEK 17.39 3.6 –39.7 –25.8

Europe Chance/Risk Fd EU EQ LUX 02/04 EUR 750.71 –1.5 –50.9 –35.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 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 02/02 EUR 27.61 –2.6 –6.1 0.9

Bonds Eur Corp A OT OT LUX 02/02 EUR 20.91 0.9 –5.5 –2.9

Bonds Eur Hi Yld A OT OT LUX 02/02 EUR 13.80 3.8 –30.6 –20.9

Bonds EURO A OT OT LUX 02/02 EUR 39.06 –1.1 3.2 3.1

Bonds Europe A OT OT LUX 02/02 EUR 37.54 –0.9 3.0 2.3

Bonds US MtgBkSec A OT OT LUX 02/03 USD 25.03 –2.3 –3.1 2.0

Bonds US OppsCoreplus A OT OT LUX 02/02 USD 32.38 2.7 0.7 4.6

Bonds World A OT OT LUX 02/02 USD 38.10 –4.3 –1.6 6.9

Eq. China A OT OT LUX 02/03 USD 13.49 –9.8 –50.2 –17.2

Eq. ConcentratedEuropeA OT OT LUX 02/03 EUR 19.57 –5.0 –46.4 –31.9

Eq. Eastern Europe A OT OT LUX 02/03 EUR 11.46 –13.3 –69.8 –45.4
Eq. Equities Global Energy OT OT LUX 02/03 USD 13.77 –3.4 –39.8 –13.9

Eq. Euroland A OT OT LUX 02/03 EUR 8.57 –6.5 –43.5 –29.9

Eq. Euroland MidCapA OT OT LUX 02/03 EUR 13.98 –2.9 –45.8 –34.1

Eq. EurolandCyclclsA OT OT LUX 02/02 EUR 12.92 –5.9 –42.3 –24.3

Eq. EurolandFinancialA OT OT LUX 02/03 EUR 7.40 –12.1 –54.7 –41.4

Eq. Glbl Emg Cty A OT OT LUX 02/03 USD 5.41 –9.6 –56.1 –26.6

Eq. Global A OT OT LUX 02/03 USD 19.74 –6.2 –43.1 –26.9

Eq. Global Technol A OT OT LUX 02/03 USD 3.64 –0.4 –42.2 –28.6

Eq. Gold Mines A OT OT LUX 02/03 USD 20.53 –1.8 –36.1 –11.2

Eq. Japan Sm Cap A OT OT LUX 02/03 JPY 876.52 –3.2 –38.1 –41.2

Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –3.4 –20.5 –20.7

Eq. Pacific A OT OT LUX 02/03 USD 5.73 –10.2 –52.3 –23.3

Eq. US ConcenCore A OT OT LUX 02/02 USD 15.72 –3.2 –34.4 –20.2

Eq. US Lg Cap Gr A OT OT LUX 02/03 USD 10.82 0.4 –41.0 –24.2

Eq. US Mid Cap A OT OT LUX 02/03 USD 19.48 –2.8 –44.2 –22.9

Eq. US Multi Strg A OT OT LUX 02/02 USD 15.12 –5.4 –43.6 –27.5

Eq. US Rel Val A OT OT LUX 02/02 USD 14.38 –7.4 –48.1 –31.9

Eq. US Sm Cap Val A OT OT LUX 02/03 USD 11.83 –8.6 –49.7 –34.3

Eq. US Value Opp A OT OT LUX 02/03 USD 12.17 –6.1 –48.3 –33.8

Money Market EURO A OT OT LUX 02/03 EUR 27.19 0.2 4.2 4.0

Money Market USD A OT OT LUX 02/03 USD 15.77 0.1 2.6 3.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/04 JPY 7647.00 –11.1 –47.5 –39.1

YMR-N Japan Fund JP EQ IRL 02/04 JPY 8319.00 –11.9 –46.1 –35.9

YMR-N Low Price Fund JP EQ IRL 02/04 JPY 11722.00 –9.7 –42.0 –35.6

YMR-N Small Cap Fund JP EQ IRL 02/04 JPY 5815.00 –9.4 –45.9 –39.8

Yuki Mizuho Gen Jpn III JP EQ IRL 02/04 JPY 3778.00 –11.1 –54.0 –39.5

Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/04 JPY 3994.00 –11.1 –54.1 –42.7

Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/04 JPY 5471.00 –10.3 –50.9 –39.3

Yuki Mizuho Jpn Gen JP EQ IRL 02/04 JPY 7088.00 –11.6 –46.5 –37.1

Yuki Mizuho Jpn Gro JP EQ IRL 02/04 JPY 5517.00 –11.8 –46.6 –39.3

Yuki Mizuho Jpn Inc JP EQ IRL 02/04 JPY 7265.00 –8.7 –39.2 –32.7

Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/04 JPY 4385.00 –12.0 –47.1 –35.8

Yuki Mizuho Jpn LowP JP EQ IRL 02/04 JPY 9994.00 –11.8 –38.8 –31.8

Yuki Mizuho Jpn PGth JP EQ IRL 02/04 JPY 6850.00 –10.3 –50.4 –38.8

Yuki Mizuho Jpn SmCp JP EQ IRL 02/04 JPY 5660.00 –7.7 –48.5 –39.0

Yuki Mizuho Jpn Val Sel AS EQ IRL 02/04 JPY 4758.00 –8.4 –43.3 –34.1

Yuki Mizuho Jpn YoungCo AS EQ IRL 02/04 JPY 2243.00 –6.0 –53.6 –51.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/04 JPY 3788.00 –9.9 –51.7 –39.1

Yuki 77 General JP EQ IRL 02/04 JPY 5420.00 –8.2 –47.4 –36.4

Yuki 77 Growth JP EQ IRL 02/04 JPY 5166.00 –12.7 –50.6 –41.7

Yuki 77 Income AS EQ IRL 02/04 JPY 4681.00 –8.5 –39.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/04 JPY 5703.00 –8.6 –45.2 –36.3

Yuki Chugoku Jpn Gro JP EQ IRL 02/04 JPY 4511.00 –11.8 –48.1 –36.6

Yuki Chugoku JpnLowP JP EQ IRL 02/04 JPY 7218.00 –11.9 –38.5 –30.5

Yuki Chugoku JpnPurGth JP EQ IRL 02/04 JPY 3848.00 –17.7 –50.3 –39.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/04 JPY 6093.00 –10.0 –47.7 –37.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/04 JPY 4086.00 –10.2 –48.1 –36.5

Yuki Hokuyo Jpn Inc JP EQ IRL 02/04 JPY 4695.00 –11.1 –39.9 –32.3

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/04 JPY 4282.00 –9.0 –44.3 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/04 JPY 4093.00 –9.1 –52.0 –39.2

Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/04 JPY 3837.00 –12.1 –51.4 –39.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/04 JPY 4503.00 –11.7 –47.3 –36.5
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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
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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
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By Margaret Coker

ISRAEL-GAZA BORDER—As Is-
raelis and Palestinians negotiate de-
tails of a cease-fire, a big stumbling
block remains: how to rebuild the
Gaza Strip and its shell-shocked
economy.

Gaza’s already tattered economy
suffered $1.9 billion in damages in
the 22-day Israeli offensive that
ended last month, according to the
Palestinian Central Bureau of Statis-
tics, the agency the United Nations
relies on for data from the territory.
More than 4,100 homes, about 1,500
factories and workshops and 80% of
agricultural crops were destroyed,
and about 50,000 people are now
homeless, the agency estimates. Cru-
cial infrastructure was severely de-
graded, including sewage, water pu-
rification and electrical systems.

Younis Abu Samra, the Gaza man-
ager of Palestinian cellphone car-
rier Jawwal, says he watched from
his home computer as large chunks
of Gaza’s only wireless network
went dark.

“I could see the lights disappear.
Beit Hanoun, Beit Lahiya, Jaba-
liyah,” he says, ticking off neighbor-
hoods that lost coverage. About
60% coverage remains.

Israel wants reconstruction aid
for Gaza, including $1 billion
pledged by Saudi Arabia, to be dis-
bursed by the United Nations, non-
governmental organizations or the
Palestinian Authority, which is con-
trolled by Hamas’s rival, the Fatah

party of Palestinian President Mah-
moud Abbas. On Wednesday, the Pal-
estinian Authority said it will chan-
nel $600 million from Western do-
nors to help Gaza residents rebuild
their homes, the Associated Press re-
ported. In an effort to bypass Hamas,
Palestinian Prime Minister Salam
Fayyad said, the money will be chan-
neled through commercial banks di-
rectly to recipients, AP reported.

Hamas still holds the levers of
power in Gaza, but Israel, the U.S.
and the European Union
consider the Islamic group
a terrorist organization. Is-
rael said it began its latest
offensive to curtail Hamas
and put an end to rocket at-
tacks on Israel from the ter-
ritory. Allowing Hamas to
take control of reconstruc-
tion would give them
greater influence and an-
other way to win the peo-
ple’s support, and be an ac-
knowledgement by Israel
of the group’s authority.

However, the U.N. already works
with Hamas on humanitarian ef-
forts, and U.N. officials have criti-
cized the U.S. and Israeli policy of iso-
lating the group. But in a sign of the
difficulties ahead, the U.N. said
Wednesday that security forces
working for Hamas had stolen food
parcels and blankets that were in-
tended for Gaza civilians.

Since a cease-fire last month,
Gaza militants have launched a
handful of rockets into Israel, and Is-

rael has responded with airstrikes.
Israel has also largely kept its bor-
der with Gaza sealed, slowing im-
ports of reconstruction material. Is-
rael cites security concerns for its
tight border restrictions.

Foreign Minister Tzipi Livni,
who is contesting elections next
week to become prime minister, has
said Israel won’t end its blockade un-
til Hamas releases an Israeli soldier
it has held captive since 2006.

Jawwal’s struggles to do busi-
ness in Gaza highlight
how difficult it will be for
the economy to get back
on its feet. Jawwal hasn’t
received permission from
Israel to import spare
parts Mr. Abu Samra says
are crucial for fixing
phone service. Israel says
it is allowing in all vital
supplies to Gaza.

There is no apparent evi-
dence Israel targeted Ga-
za’s commercial cellphone
infrastructure, and Jawwal

doesn’t claim that happened. Hamas
has its own walkie-talkie network
that its militant cells use. Attempts
to get comment from the Israeli gov-
ernment on the damage to Jawwal’s
network weren’t successful.

Jawwal, one of the few Palestin-
ian businesses left in Gaza, has be-
come a symbol of Palestinian nation-
alism, in part because the company
has created a country code for Pales-
tinians, even though they don’t have
a country.

The company, based in the West
Bank, the other Palestinian terri-
tory, was founded in the late 1990s,
amid a thaw in Israeli-Palestinian re-
lations. At the time, businesses had
started to thrive even in Gaza, long
the poorer of the two territories. A
Gaza agricultural cooperative sent
tens of millions of dollars in straw-
berries and carnations to buyers in
the European Union. Textile compa-
nies finished clothes sold by Israeli
companies.

But by 2000, peace negotiations
had withered. A wave of violence
erupted that eventually killed thou-
sands of Palestinians and hundreds
of Israelis. Israel tightened control
of the territories.

Israel withdrew from Gaza in
2005, but citing security concerns
kept control over the territory’s air-
space as well as land and sea bor-
ders. In 2006, after Hamas won Pal-
estinian elections, Israel tightened
restrictions on goods going into and
out of the territory and on Gazans
seeking permits to leave.

The following year, Hamas
routed security forces loyal to Fatah
in Gaza, and Israel enforced a vir-
tual blockade. Egypt, which shares a
border with Gaza and has its own
checkered history with Hamas, rein-
forced its border closure soon after.

By last year, 95% of Gaza’s local
industry and small businesses had
shut down as a result of the block-
ade, the World Bank estimates.
Smuggling flourished, and every-
thing from guns to livestock and toi-

let paper entered Gaza through un-
derground tunnels from Egypt.

Hamas cited the economic block-
ade when it intensified rocket at-
tacks after an informal, six-month
cease-fire ended in December.

“Israel has backed [Gazans] into
a corner,” says Mohammed al
Taruri, a banking executive and trea-
surer of the Palestinian Business-
men’s Association in the West Bank
city of Ramallah. “If you do that …
sooner or later they will explode.”

Jawwal had invested around $50
million in Gaza. It has two service
centers and employs 200 people in
Gaza, where its phone cards are sold
at 2,000 shops.

In the first few days of fighting,
Mr. Abu Samra says, Israel bombs
and shells destroyed eight of Jaw-
wal’s 17 base stations and an addi-
tional 135 substations, melting the
transmission equipment. Network
coverage plummeted.

His warehouse is empty of spare
parts, and Mr. Abu Samra was un-
able to fix his equipment. Amid the
delicate cease-fire, he and his techni-
cal staff have cannibalized parts of
the network to deliver coverage to
some isolated neighborhoods.

Jawwal suffered $10 million in
structural damage in the attacks, ac-
cording to company estimates. At
Jawwal headquarters in Ramallah,
Chief Executive Ammar al Akar says
he is ready to reinvest in infrastruc-
ture, if he’s allowed to get equip-
ment to the neighborhoods that
need repairs.

Mideast conflict impedes rebuilding effort in Gaza Strip

By Greg Hitt

WASHINGTON—The cost of the
U.S. economic-stimulus plan ex-
ceeds $900 billion after the Senate
added money for medical research
and tax breaks for auto purchases.

President Barack Obama said
Wednesday that the recession
would turn into “a catastrophe” if
the stimulus isn’t passed quickly, ac-
cording to the Associated Press. He
rejected several complaints about
the plan, including arguments that

tax cuts alone would solve the prob-
lem or that longer-term goals such
as energy independence and a
health-care overhaul should wait.

“No plan is perfect, and we
should work to make it stronger,”
Mr. Obama told reporters at the
White House, AP reported. “Let’s
not make the perfect the enemy of
the essential. Let’s show people all
over our country who are looking
for leadership in this difficult time
that we are equal to the task.”

The Senate voted Tuesday to pro-
vide tax breaks to spur new auto pur-
chases, but it turned back a pro-
posal that would have broadened
the stimulus package to confer a one-
time tax break on U.S. multinational
corporations.

The $11.5 billion auto amend-
ment, adopted 71-26, would give an
income-tax deduction to car buyers
for both sales taxes and interest pay-
ments on auto loans. The action ap-
plies to purchases of foreign and do-
mestic autos, but it reflects a broad
desire on Capitol Hill to shore up the
shaky U.S. industry.

“Everyone wants to save auto man-
ufacturers, but no matter how much
government aid we give to the Big
Three auto makers, they can’t survive
if consumers don’t start buying cars,”
said Sen. Barbara Mikulski (D., Md.).

The action comes a little more
than a month after the Bush adminis-
tration committed $17 billion to keep
General Motors Corp. and Chrysler
LLC afloat, and amid expectations
the Obama administration would be
forced to take additional action this
spring to prop up the industry.

Approval of the amendment dra-

matized the competing tensions roil-
ing the Senate this week in debate
on the package as some lawmakers
pressed for wider action to aid the
struggling economy and others
looked for ways to scale back spend-
ing in the bill.

The overall amount could go
higher Wednesday if a tax break for
home buyers is made more gener-
ous, even as centrists in both par-
ties promise to clear away spending
items that won’t jump-start the
economy immediately.

Sen. Johnny Isakson (R., Ga.) is
pressing for a tax credit of as much as

$15,000 for everyone who buys a
home this year, at a cost of $18.5 bil-
lion, according to the AP. The pending
measure would award a $7,500 tax
credit only to first-time home buyer.

At the same time, AP reported, cen-
trist senators, including Ben Nelson
(D., Neb.) and Susan Collins (R.,
Maine) are seeking to cut tens of bil-
lions of dollars from the legislation.
They are operating with the blessing
of Democratic leaders, who hope a suc-
cessful effort could attract some Re-
publican votes for Mr. Obama’s plan.

Mr. Obama summoned Sen. Col-
lins to a White House meeting

Wednesday afternoon, her aide said.
On Tuesday, the chamber re-

jected a $28.6 billion proposal that
would have substantially lowered
the corporate tax on overseas in-
come. The measure, pushed by a
wide coalition that includes technol-
ogy and pharmaceutical companies,
would have allowed companies to
bring profits back into the U.S. at a
one-time 5.25% tax rate, avoiding the
regular corporate tax rate of 35%.

Supporters said the measure
would free up capital to create jobs,
easing the credit crunch that is con-
stricting business activity. But critics
countered the measure was simply a
windfall for corporations that move
jobs abroad, and pointed out that a
tax holiday in 2004 didn’t result in sig-
nificant new investments in the U.S.

The Senate also voted 52-45 to
strip out of the broader recovery
package a tax break benefiting Holly-
wood movie studios. The measure
would have allowed the companies
to write down 50% of their 2009 pro-
duction-equipment costs. Republi-
cans said the credit would have cost
$246 million, and represented a
waste of taxpayer dollars.

Amid the ebb and flow, a high-
profile amendment that would have
added $25 billion to the bill for high-
way, mass-transit and sewer con-
struction stalled on the Senate
floor. Supporters said the measure,
pushed by Sen. Patty Murray (D.,
Wash.), would have created more
than 600,000 jobs alone. But on a
mostly party-line 58-39 vote, the
measure fell two votes short of the
60 votes needed to overcome Repub-
lican objections. —Corey Boles

contributed to this article.

Obama urges quick action on stimulus
President pushes Congress with warning of possible ‘catastrophe’; price tag for package exceeds $900 billion

Younis Abu
Samra

ECONOMY & POLITICS

President Barack Obama rejected complaints about the stimulus plan, to which
the Senate added money for medical research and tax breaks for auto purchases.
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Sparring over stimulus
Senate Republicans are fighting 
spending on projects that don’t 
create jobs.
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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 01/30 USD 129011.06 –4.4 –43.9 –23.1

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 02/04 EUR 10.05 –0.2 –1.0 –0.3
DJE-Absolut P GL EQ LUX 02/04 EUR 169.49 –3.3 –26.8 –15.2
DJE-Alpha Glbl P EU BA LUX 02/04 EUR 148.83 –3.2 –22.0 –11.7
DJE-Div& Substanz P GL EQ LUX 02/04 EUR 173.66 –0.7 –22.3 –12.9
DJE-Gold&Resourc P OT EQ LUX 02/04 EUR 129.76 –0.7 –32.8 –11.3
DJE-Renten Glbl P EU BD LUX 02/04 EUR 121.04 1.1 –0.5 0.6
LuxPro-Dragon I AS EQ LUX 02/04 EUR 95.84 3.2 –39.9 –12.9
LuxPro-Dragon P AS EQ LUX 02/04 EUR 93.62 3.2 –40.3 –13.8
LuxTopic-Aktien Europa EU EQ LUX 02/04 EUR 13.30 –7.2 –22.5 –11.0
LuxTopic-Pacific AS EQ LUX 02/04 EUR 9.33 3.1 –50.2 –27.5

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 02/03 USD 250.17 1.9 –20.0 –8.1
Sel Emerg Mkt Equity GL EQ GGY 02/03 USD 121.77 –7.0 –50.6 –23.8
Sel Euro Equity EUR US EQ GGY 02/02 EUR 70.67 –5.2 –46.1 –31.9
Sel European Equity EU EQ GGY 02/03 USD 123.93 –9.9 –52.0 –31.3
Sel Glob Equity GL EQ GGY 02/03 USD 131.13 –8.7 –48.4 –30.0
Sel Glob Fxd Inc GL BD GGY 02/03 USD 124.72 –3.3 –16.7 –5.2
Sel Pacific Equity AS EQ GGY 02/03 USD 81.19 –10.2 –50.0 –24.4
Sel US Equity US EQ GGY 02/03 USD 93.90 –6.8 –41.5 –25.3
Sel US Sm Cap Eq US EQ GGY 02/03 USD 121.22 –7.3 –44.5 –30.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/03 EUR 287.21 –1.6 –18.5 –10.3
DSF 50/50 EU BA LUX 02/03 EUR 211.87 –1.9 –25.5 –15.5
DSF 75/25 EU BA LUX 02/03 EUR 158.61 –2.3 –32.4 –21.0
KBC Eq (L) Europe EU EQ LUX 02/03 EUR 378.75 –2.6 –43.5 –31.3
KBC Eq (L) Japan JP EQ LUX 02/03 JPY 14895.00 –11.0 –43.4 –35.4
KBC Eq (L) NthAmer EUR US EQ LUX 02/03 EUR 426.08 –6.7 –40.6 –24.1
KBC Eq (L) NthAmer USD US EQ LUX 02/03 USD 619.57 –6.6 –39.2 –22.1
KBL Key America EUR US EQ LUX 02/02 EUR 297.50 –6.7 –44.8 –26.3
KBL Key America USD US EQ LUX 02/02 USD 311.56 –6.4 –44.1 –24.9
KBL Key East Europe EU EQ LUX 02/02 EUR 957.29 –9.5 –67.9 –43.8

KBL Key Eur Sm Cie EU EQ LUX 02/02 EUR 618.41 –1.6 –47.8 –35.4
KBL Key Europe EU EQ LUX 02/02 EUR 495.80 –4.4 –35.3 –26.8
KBL Key Far East AS EQ LUX 02/02 USD 836.18 –7.3 –49.5 –25.6
KBL Key Major Em Mkts GL EQ LUX 02/02 USD 314.27 –8.3 –61.7 –30.1
KBL Key NaturalRes EUR OT EQ LUX 02/02 EUR 342.58 0.6 –40.5 –18.7
KBL Key NaturalRes USD OT EQ LUX 02/02 USD 333.69 –7.4 –48.6 –19.2

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/30 USD 33.46 –2.0 –51.1 –24.5
LG Asian Plus AS EQ CYM 01/30 USD 36.42 –3.6 –50.5 –21.1
LG Asian SmallerCo's AS EQ BMU 02/03 USD 51.79 –6.1 –60.7 –40.0
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

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/03 EUR 24.66 –6.0 –63.0 –41.2
MP-TURKEY.SI OT OT SVN 02/03 EUR 19.03 –2.6 –51.6 –34.5
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Hapag-Lloyd is among shipping concerns suspending a total of eight ships. One of
the company’s ships was docked in Hamburg, Germany, last August.

BEIJING—A business survey
showed that manufacturing activ-
ity in China contracted again in
January, though at a slower pace
than the month before, offering
hopes of the beginnings of a recov-
ery.

The government’s official pur-
chasing-managers index, issued
by the China Federation of Logis-
tics & Purchasing on Wednesday,
came in at 45.3 in January, com-
pared with 41.2 in December.

A PMI reading above 50 indi-
cates growth in activity, while a
number below 50 indicates con-
traction. The index has been under
50 for six of the past seven months
and has stayed there since Octo-
ber.

While the index indicated wors-
ening employment conditions, the
erosion in the demand for Chinese
products was slower than in De-
cember. The new export orders
component of the PMI rose to 33.7
in January from 30.7 in December,
while the new orders index rose to
45.0 in January from 37.3 in Decem-
ber, CFLP said.

The Shanghai Composite index
rose on the news, closing up 2.3%
at 2107.75.

The CFLP’s PMI analyst, Zhang
Liqun, said the government’s stim-
ulus package is helping lift orders
for Chinese companies.

“The January PMI shows that

China’s economy will gradually re-
bound from its bottom…I expect
China’s economy will rebound in
the first quarter,” he said.

Meanwhile, the employment
subindex fell to 43.0 in January
from 43.3 in December. Earlier in
the week, Chinese officials said
that about 20 million migrant

workers, nearly a sixth of the to-
tal, lost their jobs in recent
months.

Of the 11 categories in the CFLP
index, nine rose in January com-
pared with December.

While China’s economic data
for the first two months of the
year are distorted by the timing of
the Lunar New Year, some econo-
mists said January’s PMI data sug-
gest economic growth may be on
course for a rebound in the second
half.

“Today’s manufacturing PMI
confirmed our view that there is al-
ready strong signs of recovery in
China,” said Merrill Lynch econo-
mist Ting Lu. But he said the first
quarter will “still be tough” for
China, as the decline in exports
will offset some of the rise in do-
mestic demand.

Mr. Lu forecast China’s econ-
omy will grow 8% in 2009, in line
with China’s official target.

The International Monetary
Fund expects 6.7% growth in 2009,
after 6.8% growth in the fourth
quarter, a seven-year low, and 9%
for all of 2008.

On Monday, another PMI
gauge, issued by CLSA Asia-Pa-
cific Markets and Markit Group
Ltd., rose to 42.2 in January from
41.2 in December, the index’s sixth
straight month of contraction.
 —Liu Li

China manufacturing gauge rises

BHP net profit tumbles 57%
Waning demand
hampers miner;
sales increase 17%

Two shipping alliances
suspend Asian routes

Workers make dolls in China’s
Guangdong province last month.
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By Robert Guy Matthews

Slumping prices and declining de-
mand for copper, aluminum and other
metals triggered a 57% drop in its fis-
cal first-half earnings for BHP Billiton
Ltd., the world’s largest miner.

The commodities market is
likely to remain weak through much
of the year, the company said, as the
U.S. and European economies enter
into recession and growth slows in
once-voracious metals-consuming
countries such as China.

BHP, based in Melbourne, Austra-
lia, posted net profit of $2.62 billion
for the final six months of 2008, com-
pared with $6.02 billion a year ear-
lier. Sales rose 17% to $29.78 billion.

The steep drop in earnings and

downbeat outlook is further bleak
news for the automotive, commer-
cial construction, infrastructure,
shipping and other global indus-
tries, which all use BHP’s metals and
minerals in their products. Those in-
dustries look to BHP’s earnings as
an early bellwether for global de-
mand and consumption trends.

The steep fall in commodity de-
mand and prices essentially began
this past September, or in just the last
three months of the fiscal half. From
July to September, commodity sales
and demand were robust and pro-
vided record profits until the rapid
credit-market seizures and resulting
financial cutbacks world-wide.

The commodity downturn
caused the company to abandon its
pursuit of its rival Rio Tinto PLC,
the world’s third-largest miner by
production.

BHP, to reduce costs and bring de-
mand more inline with production,
has cut some of its operations. The
company said earnings were low-

ered by $3.36 billion attributed to
closing its huge Ravensthorpe
nickel operation in Australia.

“The unprecedented decelera-
tion in the global economy has
sharply reduced demand for com-
modities,” BHP said. “Producers in
both developed and emerging econ-
omies have responded quickly by
closing marginal sources of supply
and deferring projects.We expect
that commodity price weakness and
volatility will persist.”

Despite the downturn, there was
some good news, BHP said.

The mining titan earned higher
prices for coal, iron ore, manganese
and oil and natural gas when com-
pared with the period earlier. But al-
readyin2009,pricesformostofthose
commodities have already fallen and
are likely to stay low through at least
the early months of 2009.

During the half, BHP said, its costs
forfuel,laborandothermaterialsrose
$1.87billion. The company said that it
expects those costs to fall in 2009.

By Costas Paris

SINGAPORE—Two major alli-
ances of shipping companies an-
nounced an indefinite suspension
of their joint services from Asia to
ports in the Black Sea and the Med-
iterranean, the latest sign of dis-
tress among container shipping
companies struggling with overca-
pacity and a decline in world
trade.

The two groups said Tuesday
they are suspending a total of
eight ships, each with a capacity
of 5,000 20-foot equivalent units,
plying the route.

The alliances are the New
World Alliance, made up of APL
Ltd., a subsidiary of Neptune Ori-
ent Lines Ltd. of Singapore, Mit-
sui O.S.K Lines Ltd. of Japan and
Hyundai Merchant Marine Ltd. of
Japan; and the Grand Alliance,
which includes Germany’s Hapag-
Lloyd, Malaysia’s MISC Bhd., Ja-
pan’s Nippon Yusen Kaisha and
Hong Kong’s Orient Overseas Con-
tainer Line.

Industry executives said the
Asian container-shipping indus-
try could shrink by as much as a
third over the next four to five
years. About two-thirds of the
world’s top container carriers are
Asia based, representing slightly
more than half of global capacity.
Singapore is the world’s busiest
container port, closely followed
by Shanghai and Hong Kong.

“We’ve never seen it so bad be-
fore. Quite frankly, some won’t sur-
vive,” said Ron Widdows, chief ex-
ecutive of Neptune Orient, the
world’s eighth-biggest container
shipping company by capacity.

In December, Neptune Orient
said it would lay off 1,000 people
world-wide. The company said net
profit in the third quarter ended
in December fell 82% from the pre-
vious year, and it forecast an oper-
ating loss for the fourth quarter.

Excess capacity has been a drag
on the sector. Charles de Trenck,
an analyst with Transport Track-
ers, a Hong-Kong based indepen-
dent consultancy, estimated that
at the end of 2008, global excess
capacity was 10% to 15% of a core
fleet of 12.3 million 20-foot equiva-
lent units. He said that based on or-
ders, another six million TEUs will
be added in the next three years or
so.

Global excess capacity, esti-
mated by analysts at 10%-15% of
the core fleet, has forced carriers
to slash rates. On the Asia-to-Eu-
rope route, companies now charge
between $400 to $700 a TEU,
down from $2,000 a TEU at the
end of 2007, depending on the ori-
gin and destination. Experts say
$400-$700 is at least 30% below
what companies need to break
even.

Meanwhile, the number of
idled ships is growing. At the end
of January, 255 ships around the
world were idle, according to AXS
Alphaliner, a Paris-based consult-
ant.

Late last year, the CKYH Alli-
ance, composed of Japan’s Ka-
wasaki Kisen Kaisha Ltd., China’s
Cosco Container Lines, Taiwan’s
Yang Ming Transport Corp. and
South Korea’s Hanjin Shipping
Co., announced it would cut Asia-
Europe capacity by 30% from the
end of November to March.
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Obama sides with the EU
President criticizes
his party for backing
‘Buy American’ bill

W
HEN THE political winds
start to blow in Washing-

ton, it’s hard to know exactly
when they’ll get strong enough
to knock you down.

What’s clear is that some-
times it’s better to just fold up
your tent and find cover.

That’s exactly what happened
Tuesday in Washington. Tents
were folded, and it wasn’t a
pretty sight for the new Obama
administration. But the White
House is lucky. The scene would
have been uglier, and the collat-
eral damage more severe, if
things had dragged on while the
storm gathered force.

Former Sen. Tom Daschle, buf-
feted by disclosures regarding
his multimillion-dollar post-Sen-
ate life, and his failure to pay
taxes on one particularly luxuri-
ous part of it, pulled the plug on
his own nomination to be both
Health and Human Services sec-
retary and White House maestro
of health reform.

Just hours earlier, President
Barack Obama’s newly appointed
“government performance czar,”
Nancy Killefer, did the same
thing, backing out of her new
job amid new controversy over
her failure to pay taxes on house-
hold help.

The White House insists the
two jumped of their own free
will—as opposed to having been
pushed out—and the evidence at
hand certainly supports that.

If that’s the case, Mr. Daschle
and Ms. Killefer did the new
president an enormous favor.
Mr. Obama had two powerful rea-
sons to want these distractions
moved out of the way, and
swiftly.

First, this is the time when
perceptions of a new administra-
tion begin to harden, and those
perceptions are awfully hard to
break once they do so. The fight
over tax compliance was in dan-
ger of coloring those perceptions
in a lasting way.

Second, the new administra-
tion’s priority list is short and
simple right now. It needs to get
an economic stimulus bill
through Congress, and it needs
to figure out a smart way to
spend the $350 billion in remain-
ing funds to rescue the financial
markets. Anything that gets in
the way of following through on
those two priorities amounts to
an unnecessary distraction that
the Obama team needs to move
aside.

S
OME WILL, of course, make
a counterargument that the

decision by the administration
and its nominees to fold in the
face of trouble is a sign of weak-
ness that will only embolden the
president’s foes and invite fur-
ther attacks.

And there certainly is some-
thing to that line of argument.
But it’s hard to see that anything
noble or uplifting was going to
come out of continuing the strug-
gle that was taking shape.

The first problem, obviously,
was that the embarrassment of

Mr. Daschle’s and Ms. Killefer’s
failure to pay all their taxes
came after the same problem
dogged Treasury Secretary Timo-
thy Geithner. Mr. Geithner now
appears lucky to have gotten
himself confirmed by the Senate
before the other storm clouds ap-
peared.

Three examples make a trend,
and trends produce story lines.
The story line that was taking
shape wasn’t just embarrassing
for the new administration, but
distinctly at odds with its pro-
claimed mission to force change
in the way Washington does busi-
ness. The White House needed
to alter the dynamic before the
perception took hold that its
change promise was hollow, and
Mr. Daschle’s departure makes
that easier.

In that vein, the problem
with Mr. Daschle’s nomination
wasn’t simply that he didn’t pay
taxes on the value of a limousine
and driver whose use he re-
ceived free of charge from a firm
for which he was a consultant. It
was as much the appearance of
his accepting the car and driver
on top of $4 million or so in
earnings he received from a law
firm and a private equity-firm
that were interested in him
mostly because he was a former
senator. There also were starting
to be uncomfortable questions
about work Mr. Daschle did for a
company called EduCap that is
under investigation by tax au-
thorities.

B
EYOND THAT, the last thing
an administration, particu-

larly a new one, needs is for its
problems to become the subject
of political jokes, and that was
about to happen. (Example:
“Washington, the city where
cheering for the Redskins is man-
datory, but paying your taxes is
optional.”)

In political terms, it’s pretty
obvious that a nominee has seri-
ous trouble when the liberal edi-
torial page of the New York
Times and the conservative edi-
torial page of this newspaper
both call on him to step aside,
which is what happened to Mr.
Daschle this week.

The departures also should
help the White House avoid a
scenario in which extraneous is-
sues serve to detract attention
from its core economic agenda,
or to sap the president’s political
power to pursue it.

Mr. Obama enjoys some pow-
erful advantages right now, but
they are perishable. His job-ap-
proval rating is in the 65%
range; Congress’s is in the 25%
range. In the most recent Wall
Street Journal/NBC News poll,
eight in 10 Americans said they
like the new president person-
ally, whether they agree with his
policies or not.

The weeks ahead will help de-
termine whether the president
can take advantage of such as-
sets, and make them last. A pro-
longed argument over tax compli-
ance didn’t figure to help.

By Neil King Jr.

And John W. Miller

WASHINGTON—U.S. President
Barack Obama risked a backlash
within his own party by criticizing
“Buy American” provisions in the eco-
nomic-stimulus bill that would en-
sure that most of the big infrastruc-
ture money goes to U.S. suppliers.

The measures, highly popular
among congressional Democrats
and trade unions, have
come under heavy criti-
cism from U.S. trade part-
ners, some of whom threat-
ened this week to file legal
actions against the U.S. if
the measures become law.

Asked his views on the
furor, Mr. Obama said in sep-
arate television interviews
Tuesday that he wanted to
avoid any steps that would
“signal protectionism” or
risk fueling trade tensions.

“I think that would be a mistake
right now,” he told ABC News. “That
is a potential source of trade wars
that we can’t afford at a time when
trade is sinking all across the globe.”

A White House spokesman
couldn’t be reached to explain Mr.
Obama’s remarks.

The “Buy American” uproar

comes as an early challenge for the
new administration as it tries to navi-
gate between intense domestic and in-
ternational pressures. By siding with
its trade partners in Europe and Asia,
the administration could antagonize
key allies in Congress as it struggles
to win passage of a nearly $900 bil-
lion economic-recovery package.

The fight over whether to impose
supplier restrictions within the stimu-
lus legislation began last week, after
the House passed a bill that would re-
quire the use of U.S.-made iron and
steel in all public-works projects. The
Senate is now debating a potentially
larger stimulus package that contains
far more restrictive procurement lan-
guage, saying that “all manufactured

goods” used in public-works
projects would have to come
from U.S. suppliers.

Getting those provi-
sions stripped or toned
down in the final legislation
would require Mr. Obama to
twist arms within his own
party at a time when he is
also grappling with wide-
spread Republican opposi-
tion to the overall package.
Senate Majority Leader
Harry Reid (D., Nev.) has

come out strongly in support of the
“Buy American” amendments.

Some prominent Republicans, on
the other hand, are opposing the pro-
visions for reasons similar to Mr.
Obama’s. Senate Minority Leader
Mitch McConnell (R., Ky.) said Mon-
day that the Senate should avoid any
steps “targeted to set off trade wars

when the entire world is experiencing
a downturn in the economy.” Iowa
Sen. Charles Grassley, the ranking
member on the Senate Finance Com-
mittee, also opposes the provisions.

Mr. Obama’s statements Tuesday
came a day after the European Union
said in a letter to the White House
that the U.S. would set a “very danger-
ous precedent” if it passed legislation
containing a “Buy American” clause.

EU officials said this week that the
trade bloc would likely file a com-
plaint at the World Trade Organiza-
tion if the U.S. stimulus plan contains
language strongly favoring U.S. suppli-
ers. The problem, these officials said,
is that a clause forcing Washington to
favor U.S. goods might violate agree-
ments within the WTO that limit dis-
crimination in government spending.

EU Trade Commissioner Cathe-
rine Ashton on Wednesday wel-
comed Mr. Obama’s comments.

“I’m encouraged by the words of
President Obama. He realizes—like
we do in Europe—that we need to
trade our way out of the current eco-
nomic difficulties. Trade is part of
the solution as it acts as a stimulus,”
she told Reuters.

Proponents argue that the pur-
chasing restrictions are essential to
ensure that the billions spent by the
U.S. government to revive the econ-
omy and boost employment actu-
ally go to U.S. companies. But critics
say that the restrictions would only
delay crucial work and impose oner-
ous layers of bureaucracy on what is
already likely to be a cumbersome
contracting process.
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Car makers boost Nikkei;
banks climb in Hong Kong
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By Kate O'Keeffe,

Kirsty Green

And V. Phani Kumar

Exporters helped Japanese
stocks snap a three-session losing
streak Wednesday, and China plays
extended gains on hopes of further
government action to support the
country’s economy.

The appetite for stocks in some
Asian markets was fueled by an unex-

pected increase in
U.S. pending home
sales Tuesday and
by the Federal Re-
serve’s announce-

ment that it will continue several li-
quidity-boosting programs to sup-
port financial markets as well as cur-
rency-swap agreements with other
central banks until the fall.

Japan’s Nikkei Stock Average of
225 companies rose 2.7% to 8038.94.
Car makers Toyota Motor and
Honda Motor rose sharply even af-
ter they reported weak U.S. sales for
January, as they outperformed the
Big Three U.S. auto makers. Shares
of Honda jumped 6.3% and Toyota
added 4.5%.

The South Korean market also
was lifted by auto stocks, after Hyun-
dai Motor and Kia Motors reported
increases in U.S. sales, defying the
weak trend. The benchmark Kospi
climbed 2.8% to 1195.37, with Hyun-
dai gaining 8% and Kia surging 12%.

Technology shares climbed in
Seoul on hopes that the chip and LCD-
panel industries may have seen the
worst of the demand slump. Sam-
sung Electronics gained 5.7% and
Hynix Semiconductor rose 4.5%.

Hong Kong’s Hang Seng Index
gained 2.2% to 13063.89. China-re-
lated stocks outperformed the
broad market following comments
by Chinese Premier Wen Jiabao that
raised expectations China will take
fresh market-boosting measures.

Financial and energy companies
led the gains. China Life Insurance
jumped 4.6%, China Construction
Bank rose 4.5%, Bank of China
added 2.5% and Bank of Communi-
cations gained 1.8%. Among oil
firms, China Petroleum & Chemical
rose 4.1%, PetroChina rose 4.4% and
Cnooc gained 2.6%.

China’s Shanghai Composite In-
dex rose 2.3% to 2107.75.
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By Maria Abi-Habib

DUBAI—Abu Dhabi banks rushed
to tap government funds amid rising
concern over the health of financial
companies in the oil-rich United
Arab Emirates.

Five of the sheikdom’s largest-
listed banks collectively borrowed
16 billion U.A.E. dirhams ($4.4 bil-
lion) of funds through bonds. Union
National Bank PJSC and Abu Dhabi
Islamic Bank PJSC each took two bil-
lion dirhams, while Abu Dhabi Com-
mercial Bank PJSC, National Bank
of Abu Dhabi and First Gulf Bank
PJSC each borrowed four billion
dirhams.

The funds will help the emirate’s
“financial institutions to remain
strong and well-capitalized com-
pared to international peers,” Ha-
mad Al Hurr Al Suwaidi, undersecre-
tary at the Abu Dhabi Department of

Finance, said in an emailed state-
ment to Zawya Dow Jones. Accord-
ing to the statement, the funds were
drawn from the emirate’s own gov-
ernment and not the central bank,
which is a federal entity.

In an attempt to insulate their
economies and bail out banks from
the worst of the global financial cri-
sis, oil-rich sheikdoms in the Gulf are
expected to increasingly draw on the
foreign exchange reserves they built
up in the past five years of growth.

So far, the U.A.E. government has
made 120 billion dirhams available
to help banks operate in the country
amid the financial crisis.

“When this type of liquidity
comes to large banks it boosts the li-
quidity out there,” said Bikash Rout,
senior financial analyst at Global In-
vestment House. “If it doesn’t, credit
stops and so does business.”

The availability of the funds for

Abu Dhabi lenders shows the govern-
ment’s “solidarity with the banking
system in Abu Dhabi,” said Abdulha-
mid Saeed, managing director of
First Gulf Bank.

Last week at the World Economic
Forum in Davos, Switzerland, U.A.E.
banking chief and billionaire Abdu-
laziz Al Ghurair said that the emir-
ates’ sovereign-wealth funds should
invest more of their funds in the
country’s domestic markets to help
restore economic confidence.
Shares in banks listed on the Abu
Dhabi Stock Exchange fell 55% last
year.

Separately, Abu Dhabi Commer-
cial said Eirvin Knox resigned as
chief executive. The bank didn’t give
a reason for Mr. Knox’s departure,
which was announced as it reported
a 39% drop in profits for 2008.
 –Mirna Sleiman

contributed to this article.
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By Aparajita Saha-Bubna

And Mike Barris

GMAC LLC, having obtained a
bank registration, said it may re-
name some of its business units and,
eventually, its corporate parent. It
also posted a gain-driven profit.

The brands that could get new
names include GMAC Bank; ResCap,
GMAC’s ailing mortgage unit; and
GMAC, a name that encompasses its
auto-financebusiness.Therebranding
will further distance GMAC from its
90-year association with auto maker
General Motors Corp. GM is a co-
owner alongside private-equity firm
Cerberus Capital Management LP.

As part of GMAC’s transition to a
bank-holding company, GM and Cer-
berus have to significantly scale
back their stakes in the lender. GM
uses GMAC to finance car buyers
and dealer inventories. “We are con-
templating rebranding at GMAC dur-
ing 2009,” said Toni Simonetti, a
GMAC spokeswoman. “Our priority
is to position the bank. We eventu-
ally aspire to carry the brand over to
other product lines to cover the
whole company.”

GMAC posted fourth-quarter net

income of $7.46 billion, compared
with a year-earlier net loss of $724 mil-
lion. Net revenue more than tripled to
$11.42 billion, but the credit-loss pro-
vision rose 30% to $1.34 billion.
GMAC’s profit was because of a
$11.4 billion gain from its bond ex-
change. Credit woes continued to
mount for the financier, with lower
values on used cars leading to a loss
of $1.3 billion in GMAC’s auto-fi-
nance business.

The company recently received a
$5 billion infusion from the U.S.
Treasury under the Troubled Asset
Relief Program, after GMAC trans-
formed itself into a bank-holding
company. The capital infusion was
seen as critical for GMAC, which
makes loans for cars and homes.

“Lower used-car price was the
main diver” of losses in the automo-
tive business in the fourth quarter,
said Robert Hull, GMAC’s chief finan-
cial officer, during a conference call
Tuesday morning discussing the
lender’s quarterly results. Lower val-
ues on used SUVs and trucks leveled
off in the fourth-quarter, Mr. Hull
said, and declining values on cars
marked a shift in the losses on
GMAC’s auto lease portfolio.

Declining values on used GM ve-
hicles leave GMAC saddled with in-
ventories of thousands of these vehi-
cles as they come off leases or are re-
possessed from owners unable to
keep up with payments. Typically,
GMAC takes back vehicles at the end

of leases and sells them to dealers at
discounted prices based on esti-
mated values. The lower the current
market values of these vehicles, the
greater GMAC’s loss against its esti-
mated values.

On a different note, Mr. Hull said
that despite the infusion of federal
funds into GMAC after the lender
garnered a bank registration, auto
loan originations will “remain lim-
ited” in 2009.

GMAC lent $2.7 billion to finance
new vehicles in the fourth-quarter,
down about 80% from a year earlier,
as the lender adopted stricter under-
writing amid the funding squeeze.
GMAC auto loans made up only 8%
of new GM retail sales in the quar-
ter, compared with 43% a year ago.
A steep decline in auto sales also
contributed to the shrinking origina-
tion volumes.

GMAC’s Residential Capital LLC
unit saw its loss widen slightly to
$981 million amid continued harsh
market conditions which drove up
credit provisions and funding costs.
ResCap, whose subprime-loan busi-
ness blew up in its face, has been
struggling to turn around its for-
tunes as GMAC and its owners delib-
erate its future. GMAC spent much
of 2008 restructuring the unit, in-
cluding job cuts and an overhaul of
the business model.

GMAC noted it had consolidated
cash and cash equivalents of $15.2
billion as of Dec. 31, up from $13.5
billion at Sept. 30.
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