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What’s

News

Ten EU commissioners head
for talks Friday with Putin
and other Russian cabinet
members in Moscow, where
they plan to air complaints
over new trade barriers. The
visit comes amid warnings
by world leaders against pro-
tectionist measures as econo-
mies falter. Page 28

H Sweden’s government aims
to overturn a ban on building
new nuclear-power stations,
as part of a new policy on
climate and energy. Page 2

M Berkshire Hathaway will
provide $2.63 billion to help
shore up Swiss Re, as part of
its capital-raising plan that
includes a share issue. Page 3

M Iraq’s al-Maliki added politi-
cal heft as his party won
local elections in nine of 14
provinces, shifting the bal-
ance of power in Irag. Page 9

M U.S. stocks advanced
solidly Thursday, as financial
stocks led a recovery from
early losses. European
shares edged lower. Page 18

M Unilever earnings jumped
51%, driven by higher prices.
The consumer-products

giant declined to give 2009
and 2010 forecasts. Page 5

M Glaxo’s net profit fell 7.1%,
hurt by a legal charge, and

the drug maker said it will cut
more jobs and costs. Page 5

B UBS'’s move to cut bonuses
is raising concern among cli-
ents and staff about the fu-
ture of its investment-bank-
ing operations. Page 17

M Spanish bank Santander’s
net fell 22%, weighed down
by impairment charges and
higher provisions. Page 17

M Ukraine’s prime minister
survived a no-confidence vote,
but the country’s West-lean-
ing leaders face hurdles amid
a deepening slump. Page 9

M U.S. retailers reported
same-store sales fell 1.8% in
January, but Wal-Mart’s
sales rose 2.1%. Page 4

M Luxury retailer LVMH
posted a 4% rise in 2008 an-
nual sales and flat earnings,
showing that size matters in
surviving a downturn. Page 4

M China’s Lenovo is replacing
its American CEO with Chair-
man Yang Yuanging, and
bringing back its co-founder
to head the board. Page 7

M Somali pirates freed a

Ukrainian ship carrying tanks
and other weapons after re-
ceiving a $3.2 million ransom.

EDITORIALGSOPINION

Obama’s debacle

Democrats in Congress
are rolling the president,
says Karl Rove. Page 13
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Gloom drives central-bank actions

Bank of England cuts rates to record low 1%, while ECB anticipates future reductions

BY JOELLEN PERRY

FRANKFURT—The Bank of
England cut its policy ratetoa
record low of 1% on Thursday
and the European Central
Bank signaled its key rate
could hit a record low of 1.5%
next month, stoking debate
about how European policy
makers will boost their econo-
mies as interest rates ap-
proach zero.

The ECB, which sets inter-
est rates for the 16 countries
that share the euro, held its
key rate steady at 2%. The
pause was the bank’s first
since October, when it began
cutting its key rate from
4.25%. ECB President Jean-
Claude Trichet suggested

more cuts to come in a news
conference after the policy
makers’ meeting.

Noting that fourth-quar-
ter growth figures are likely
to be “very negative” and
stressing that policy makers
see “persistent weakness” in
coming quarters, Mr. Trichet
said, “I don’t exclude that we
could decrease rates at our
next meeting.”

The euro fell against the
dollar on the news to close at
$1.2812. Analysts expect the
ECB will deliver a half-point
cut to 1.5% next month, which
would be the lowest in the cen-
tral bank’s 10-year history.
Many analysts see the ECB’s
key rate at 1% by midyear.

But with interest rates glo-

Closer to zero
Key interest rates

0.25%

1 1
2007 ‘08 ‘09

Sources: European Central Bank;
Bank of England; U.S. Federal Reserve

bally around historic lows,
the ECB still faces criticism
that it is moving too slowly to
shore up the euro zone’s $12.2

trillion economy. Key rates in
the U.S., Japan and Switzer-
land are already close to zero.
Analysts expect the Bank of
England, which took its key
rate to its lowest since the
bank’s founding in 1694, will
cut further in coming months.

The Czech Republic’s cen-
tral bank on Thursday cut its
key rate by half a percentage
point to match its record low
of 1.75%, and South Africa’s
central bank delivered a full-
percentage-point cut to
10.5%.

The ECB’s 22-member Gov-
erning Council has been di-
vided over how low and how
quickly to cut its key rate. Mr.
Trichet said the decision to
hold rates steady was unani-

mous but acknowledged that
policy makers had “very dif-
ferent views”—a rare admis-
sion. He also stressed that
“zero interest rates at this mo-
ment is not something we
could consider appropriate”
but, significantly, didn’t dis-
card the possibility entirely.
Further glum figures out
Thursday underscored the
depth of the euro-zone down-
turn. New German industrial
orders continued their nose-
dive in December, as slump-
ing demand for goods across
the euro zone hit manufactur-
ers in Europe’s biggest econ-
omy. German companies won
25% less new business in De-
cember than a year earlier, a

Please turn to page 2

Confidence in Kiev

M

L
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STILL IN OFFICE: After surviving a no-confidence vote in parliament, Ukraine’s Prime Minister Yulia
Tymoshenko hailed the outcome as a “resolution of trust in the government.” Page 9

Financial woes damp
Sarkozy’s big plans

By DAviD
GAUTHIER-VILLARS

PARIS—French President
Nicolas Sarkozy was elected
20 months ago on a promise
to put money back in French
people’s pockets. Now, the fi-
nancial crisis has put a
wrench in those plans, threat-
ening Mr. Sarkozy’s reputa-
tion and popularity.

On Thursday night, Mr.
Sarkozy went on national tele-
vision to lay out the details of
a €26 billion ($33.4 billion)
stimulus plan aimed at coun-
tering what could be the
worst recession France has
seen in 15 years. In the tele-
vised interview, he said the
plan, which is based on infra-
structure projects, will help
revitalize France’s sluggish
economy in the long run.

“I am betting on invest-
ment in companies to restart
our economy. Not just to
please companies but be-
cause companies mean jobs,”
Mr. Sarkozy said.

Still, workers and consum-
ers fear it will take too long be-
fore Mr. Sarkozy’s plan to
build high-speed railroads,
dig canals and renovate cathe-

Deutsche’s poker star folded too late

BY SCOTT PATTERSON
AND SERENA NG

The fall of Boaz Weinstein,
once one of Wall Street’s hot-
test traders, speaks volumes
about why financial firms still
are reeling from the fallout of
shattered global markets.

As a chess master, poker

and blackjack devotee and top
trader at Deutsche Bank AG,
Mr. Weinstein made big bets
using complex financial instru-
ments, generating large re-
turns for the bank and about
$40 million in annual pay for
himself. But in 2008, the
group he ran saddled the bank
with $1.8 billion in losses, eras-

ing more than two years of
trading gains.

On Thursday, the German
banking giant reported a 2008
loss of €3.9 billion ($5 billion),
its first one-year loss in more
than five decades and a re-
minder that financial firms
are not out of the woods. In an
earnings conference call,

Josef Ackermann, chairman
of the bank’s management
board, described the market
environment as a “series of
earthquakes with constantly
changing epicenters.”

The bank’s losses under-
score the challenges faced in
the new financial order. Wall

Please turn to page 27

drals generates jobs and reve-
nue. They are clamoring for
immediate tax cuts and
higher pay. Last week, unions
organized a nationwide
strike, the biggest since Mr.
Sarkozy took office.

Mr. Sarkozy’s approval rat-
ings fell five percentage
points in February to 39%, ac-
cording to a survey con-
ducted on Wednesday by
French polling agency CSA,
with respondents saying the
president isn’t doing enough
to meet their immediate
needs.

Labor protests and falling

Please turn to page 27

Luxury lines

Railway journeys that offer
cruise-ship class
Weekend Journal, page W8

Markets

4 p.m. ET

PCT

CLOSE CHG

DJIA 8063.07 +1.34
Nasdaq 1546.24  +2.06
DJ Stoxx 600  194.50 -0.09
FTSE 100 4228.93  +0.01
DAX 4510.49  +0.39
CAC 40 3066.29 -0.09
Euro $1.2832 -0.41
Nymex crude — $41.17  +2.11
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Sweden’s energy reversal

Nuclear-power ban
to end over concerns
of price, dependence

By Guy CHAZAN

Sweden says it will overturn a
ban on building new nuclear-
power stations, in a further sign of
how concerns about climate
change and energy security are fu-
eling a nuclear renaissance across
Europe.

Swedes voted to phase out nu-
clear power in 1980, shortly after
the Three Mile Island accident in
the U.S. Since then, two of the coun-
try’s 10 reactors have been shut
down. But Sweden’s coalition gov-
ernment said Thursday it will
present a bill to parliament in
March calling a halt to the phase-
out and allowing nuclear construc-
tion, as part of a new climate and
energy policy.

Sweden currently has 10 reac-
tors, which produce just under half
of the country’s electricity.

If lawmakers approve the bill,
Sweden will join a growing list of
countries rethinking their opposi-
tion to nuclear energy as unease
about global warming and oil
prices outweighs fears about the
safety of nuclear installations.

The shift took on greater ur-
gency after the European gas crisis
last month, when a pricing dispute
between Russia and Ukraine led to
a halt in supplies of Russian natu-
ral gas to Eastern Europe in mid-
winter, prompting fresh calls for
the European Union to diversify its
sources of energy away from Rus-
sia. The spat “helped people to un-
derstand what security of supply
means ... and how risky it is to be so

Nuclear comeback

Some European countries are changing their nuclear power policies to avoid
fossil-fuel dependency and greenhouse-gas emissions

Nuclear power as a pct.
of total electricity supply

France 77%
Slovakia 55
Belgium 54
Sweden I 47

Czech Republic 32

Finland 29

Germany 23

U.K. 16

Italy 0

Poland 0

Source: Nuclear Energy Agency

dependent on imports for your en-
ergy needs,” said Luis Echavarri, di-
rector-general of the OECD Nu-
clear Energy Agency.

In the wake of the crisis, Slova-
kia, heavily dependent on Russian
gas, moved to reopen an obsolete,
Soviet-type nuclear reactor that it

European countries
have been shifting
their stance on
nuclear power.

had closed as a condition of joining
the European Union. It later re-
versed the decision after Russian
gas started flowing again. Similarly,
Bulgaria sought EU permission to
resurrect two old reactors of Soviet
design that it mothballed when it
joined the bloc two years ago.

But even before the Russia-

Some of the current nuclear policies

considered reviving old nuclear reactor

is phasing out nuclear power

has reversed ban on newbuild

ruling party wants to lift ban on newbuild
finishing a new nuclear plant

some pressure to stop nuclear phase-out

has announced a big nuclear newbuild program
government wants to lift ban on nuclear

is planning to build its first nuclear power plant

Ukraine spat, European countries
were shifting their stance on nu-
clear power.

Italy, which prohibited nuclear
power in 1987 after the Chernobyl
disaster in Ukraine, moved last
year to lift the ban. Poland, wor-
ried about its heavy dependence on
coal for generation of electricity,
has announced plans to build its
first nuclear-power station. The
U.K. last year gave the go-ahead for
anew generation of nuclear-power
stations to replace the nine due to
be retired by 2023.

But some countries have
ditched plans to expand nuclear ca-
pacity, as the economic downturn
reduces the appetite for big, capi-
tal-intensive energy projects,
damps demand for electricity, and
brings down the price of alterna-
tives such as oil, gas and coal. In De-
cember, South Africa’s Eskom sus-
pended bidding for the country’s
second nuclear reactor, saying the
huge capital costs made the
project nonviable.
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Gloom is driving rate cuts

Continued from first page
worse-than-expected result. Span-
ish industrial production slipped a
record 19.6% in December from a
year earlier.

The International Monetary
Fund expects the euro-zone econ-
omy to shrink by 2% this year. An-
nual inflation, which hit 1.1% in Janu-
ary, is likely to fall further before ris-
ing again toward year end, accord-
ing to most forecasts, including the
ECB’s. The ECB aims to keep infla-
tion just under 2%.

Bank of England policy makers
said that Thursday’s cut—which
brought the total reduction in the
bank’s key rate to four percentage
points since October—should help
offset a “substantial risk” the UK.’s
annual inflation could undershoot
the central bank’s 2% target. The
U.K. economy shrank 1.5% in the
fourth quarter, its largest contrac-
tion since 1980. The IMF projects a
2.8% contraction this year.

Data out Thursday highlighted
the U.K.’s dire straits. New-car regis-
trations in January fell 31% from a
year earlier. House prices last
month rose unexpectedly by 1.9%
from December, according to lender
HBOS PLC, but still fell a record
17.2% from the year before.

U.K. monetary policy makers
also acknowledged that the coun-
try’s prior rate cuts haven’t fed
through entirely to the U.K. econ-
omy, but said in its statement that
the moves will “in due course ...
have a significant impact.” Many
UK. banks said they would pass
Thursday’s rate cut on to mortgage
holders.

Treasury chief Alistair Darling
said on Tuesday that the govern-
ment would consider splitting off
banks’ toxic assets into separate
“bad banks” to help spur bank lend-
ing, if its latest multibillion-pound
package of measures to shore up
banks’ finances doesn’t work.

Mr. Trichet said the ECB’s quar-
terly bank lending survey, due Fri-
day, would show a “further tighten-
ing” in credit conditions for loans to
households in the fourth quarter,
but he suggested lending standards
should loosen in this year’s first
quarter.

With official European interest
rates nearing zero, the focus is shift-
ing to whether and when policy mak-
ers will follow the U.S. Federal Re-
serve and take other steps—such as
purchasing assets directly—to
boost the economy. On Jan. 19, the
U.K. government said it will issue
Treasury bills to let the Bank of Eng-
land buy up to £50 billion ($72 bil-
lion) of corporate bonds, commer-
cial paper and other assets.

Mr. Trichet stressed that the
ECB—which has committed to lend
banks unlimited amounts of short-
term funding at fixed interest rates
and loosened the standards on the
collateral it accepts for thoseloans—
has already embarked on “nonstand-
ard measures.”

But he hinted that the ECB might
not be finished. Some ECB policy
makers have suggested the central
bank would face particular hurdles
in purchasing government or corpo-
rate debt, since it makes monetary
policy for 16 different countries. Mr.
Trichet dismissed such concerns,
saying “we do not have constraints
that could explain why we could not
do any nonstandard measure.”

Amid growing international criti-
cism of a “Buy American” provision
in the U.S. economic stimulus pack-
age that would require projects
funded through the legislation to be
built with U.S.-made steel and iron,
Mr. Trichet also launched a broad-
side against protectionist measures
in general. He called such moves a
“big mistake,” and said they are “ex-
actly the opposite of what should be
done.”

—Marcus Walker in Berlin
and Natasha Brereton

in London

contributed to this article.

CORRECTIONS &
AMPLIFICATIONS

Eastman Kodak Co. expects a
loss from continuing operations of
$200 million to $400 million this
year. A Corporate News article
Thursday incorrectly said the com-
pany expected a loss of $400 million
to $600 million.
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Buftfett to add capital at Swiss Re

Berkshire could hold
20% stake in future;
a vote of confidence

By NEIL SHAH
AND GORAN MI1JUK

U.S. billionaire Warren Buffett
agreed to provide $2.63 billion to
help shore up the finances of Swiss
Reinsurance Co., in a vote of confi-
dence in the European insurance in-
dustry.

Mr. Buffett’s Berkshire Hatha-
way Inc. will make the investment in
Swiss Re as part of an effort by the
world’s second-largest reinsurer by
premiums to raise new capital. Mr.
Buffett will receive a high-yielding
bond that can be converted into
stock in three years, potentially giv-
ing Berkshire Hathaway, which al-
ready has at least a 3% stake in Swiss
Re, a 20% holding in the company.

Swiss Re’s stock price tumbled
28% after the company announced
the capital-raising plan, which in-
volves raising an added two billion

Swiss francs ($1.73 billion) by issu-
ing new shares. The company also
warned it will report a larger-than-
expected loss of about one billion
francs for 2008, prompting credit-
rating firm Standard & Poor’s Rat-
ings Services to put it on watch for a
downgrade. Swiss Re also proposed
slashing its dividend to 10
centimes a share, down
from four francs a year ago.

Mr. Buffett’s move repre-
sents a bet that Swiss Re,
which specializes in taking
on the risks of other insur-
ers as opposed to selling pol-
icies directly to clients, will
be able to survive what is a
difficult period for it and
other insurers. Europe’s in-
surers have been rocked in
recent months as market de-
clines have cut the value of the securi-
ties and corporate bonds in which
they typically invest their clients’
premiums.

“Warren Buffett’s agreement to
invest in Swiss Re is a testament to
the strength of our franchise,” Chief
Executive Jacques Aigrain said.

At the same time, Mr. Buffett is be-

Warren Buffett

ing rewarded handsomely for the
risk he is taking on. The three-billion-
franc bond will pay an annual inter-
est rate of 12% in perpetuity, unless
he decides to convert it into stock at
aprice of 25 francs a share. Berkshire
Hathaway also will receive a fee of
two billion francs for providing
Swiss Re with an added five
billion francs in reserves if
needed to cover possible
lossesinits property and ca-
sualty business.

“It’s avote of confidence
in Swiss Re, but it’s also a
vote of confidence in War-
ren Buffett himself,” said Ri-
chard Hewitt, an analyst at
Dresdner Kleinwort in Lon-
don. “He’s got nothing to
lose.”

Mr. Buffett’s investment
also could signal confidence that the
rates companies such as Swiss Re
charge for reinsurance will rise.
Rates on contracts up for renewal
Jan. 1 didn’t rise as broadly as some
had expected, but many other con-
tracts are due to expire in coming
months. By pumping more money
into the reinsurance market, though,

Berkshire may alleviate some of the
upward pressure on rates, said Josh
Shanker, an analyst at Citigroup Inc.

Swiss Re has been struggling to
right itself after acting more like an
investment bank during the credit
boom under the guidance of Mr.
Aigrain. Its biggest misstep was sell-
ing default insurance on risky invest-
ments, such as mortgage bonds, us-
ing derivatives called credit-default
swaps. The company has since shut
down this business, but has already
been forced to recognize some six bil-
lion francs in losses on the default in-
surance and other activities in 2008.

Analysts remain concerned about
further losses from Swiss Re’s portfo-
lio of more than 55 billion francs of
corporate bonds and other securi-
ties. A 10% drop in the value of Swiss
Re’s investments in complex securi-
ties alone could shave off around
four billion francs from the compa-
ny’s capital, according to Sal Oppen-
heim research.

The company said its share-
holder equity—a figure that reflects
its capital strength—fell more than
37% to around 20 billion francs at the
end of December 2008 from nearly

52-WEEK SHARE-PRICE PERFORMANCE

Swiss Re

Thursday’s close: 21.70 Swiss francs,
down 28%. 52-week change: down 71%

2008 09

Source: Thomson Reuters Datastream

32 billion francs at the end of 2007.

Swiss Re’s stock has fallen 57%
this year as investors have worried
about its souring investments and
possible efforts to raise capital.
Thursday, Swiss Re’s shares fell 28%,
to 21.70 francs.

Standard & Poor’s said it expects
to come to a decision on Swiss Re’s
credit rating within two weeks.

—Liam Pleven
contributed to this article.
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Diversity helps LVMH weather downturn

Luxury-goods maker turns in sales gain, flat profit for 2008 as breadth of offerings eases economic slowdown’s effect

By MAX COLCHESTER

LVMH Moet Hennessy Louis
Vuitton SA posted a slim increase in
2008 annual sales and flat profit,
showing that size matters when it
comes to surviving the global eco-
nomic downturn.

The company’s diversified port-
folio, which includes Hennessey Co-
gnac, fashion house Louis Vuitton
and the Sephora cosmetics retail
chain, helped stem the effects of the
slowdown. As it was, the company
declined to project results for 2009,
citing the uncertain economy.

The Paris-based group, the
world’s biggest luxury retailer by
revenue, said sales increased 4% to
€17.2 billion ($22.1 billion) for the
year ended Dec. 31, compared with
the previous year, and that full-year
profit was flat at €2 billion. Results
were damped partly by unfavorable
currency fluctuations, particularly
in the first half of the year

For the fourth quarter, LVMH’s
sales increased 4% to €5.2 billion—a
better performance than most com-
petitors, all of whom have lamented
the consumer belt-tightening dur-
ing the holiday period. LVMH is of-
ten considered a bellwether for the
luxury-goods industry.

“These are a strong set of re-
sults,” said Luca Solca, luxury ana-
lyst at Bernstein Research. “It shows
that scaleis very important in this in-
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dustry, especially in a downturn.”

Mr. Solca said LVMH’s resilience
is linked to the group’s strong pres-
ence in a range of products, from
skin cream to spirits and jewelry,
coupled with the performance of
star brands such as Louis Vuitton
and Hennessy Cognac.

Overall, the luxury-goods indus-
try, which for the first part of 2008
had proven quite resistant to the glo-
bal financial crisis and its economic
repercussions, has been struggling

LVMH’s net income

€2.5 billion
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Sources: the company (in

by French fashion

lately, especially in the U.S. Another
luxury-goods producer, Cie. Finan-
ciere Richemont SA, owner of Cart-
ier, recorded a 7% decrease in sales
in the fourth period of 2008 and
warned that it saw “no cause for op-
timism” in the current economic cli-
mate. Italian jeweler Bulgari SpA
said sales fell 10% in the same fourth-
quarter period.

LVMH Chief Executive Bernard
Arnault remained upbeat about
managing in the economic situa-

It’s all about the bag
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house Louis Vuitton shown in Paris

tion, saying that the group would
maintain investments in marketing
and new products over the coming
year. “We are looking to increase
our market share,” he said during a
news conference. Mr. Arnault added
that he would try to keep layoffs at
the company to a minimum but
didn’t provide specifics.

Mr. Arnault said LVMH’s global
presence had helped offset slumps
in weaker markets. Sales rose 2% in
the U.S. and fell 10% in Japan. Else-

where in Asia, LVMH saw a 19% in-
crease in revenue.

Weaknesses in LVMH’s vast port-
folio did emerge. The company’s
wine and spirits division reported a
3% decline in sales to €3.1 billion,
hurt by falling demand for Cham-
pagne, especially in the U.S. The
group also warned that its watch
and jewelry business struggled in
the last quarter of 2008 as demand
for high-price baubles tapered off.

The group’s fashion and leather-
goods business remained the compa-
ny’s strong suit, with sales of Fendi
bags and Louis Vuitton purses help-
ing to boost sales 7%. The perfume
and cosmetics division also per-
formed well, aided by the strong per-
formance of its Christian Dior line.

Analysts say LVMH isn’t im-
mune to a downturn. The last
slump, in the wake of the 2001 ter-
rorist attacks in New York, nearly
wiped out the group’s profit, and
last December the group canceled
the opening of a Louis Vuitton flag-
ship store in Japan.

In a sign of the uncertainty of the
times, LVMH said it wouldn’t set tar-
gets for 2009. Mr Arnault said it was
too early to predict the group’s per-
formance this year.

“I hope are sales will continue to
grow forever, but in this climate,
you never know,” he said.

U.S. retailers post weak sales, but Wal-Mart bucks trend

A WSJ NEws Rounpup

U.S. retailers reported another
month of weak sales as the reces-
sion pressured consumer spend-
ing, though discount giant Wal-
Mart Stores Inc. rebounded with
results above expectations.

For January, sector-wide sales
at outlets open at least a year de-
clined 1.8% on average, the fourth-
straight monthly decline, accord-
ing to a Thomson Reuters survey
of 35 retailers. But results at sev-
eral chains weren’t as bad as some
analysts had forecast.

“While sales remain down over-
all, shoppers are giving signs that
they do not necessarily intend to
cut still deeper into their retail
spending,” said Frank Badillo, se-
nior economist at market watcher
TNS Retail Forward.

Wal-Mart’s U.S. same-store
sales last month rose 2.1%, exclud-
ing gasoline; it had projected at
most 2% growth. Although it had a
relatively weak December, the
world’s biggest retailer benefited
from rising customer visits as
cash-strapped shoppers sought
bargains. Same-store sales at its
Sam’s Club warehouse chain rose
2.4%.

“Despite members being cau-
tious with discretionary spending,
demand for food and consumables
drove solid sales increases during
the January period,” said Doug Mc-
Millon, who was Sam’s Club chief
before assuming the helm at Wal-
Mart International on Feb. 1.

Wal-Mart said it will begin sup-
plying quarterly, rather than
monthly, sales forecasts because
“consumer swings” are making
the predictions more difficult. For
the 13-week period that started

Saturday, the company sees U.S.
same-store sales growing by 1% to
3%.

The retail sector’s troubles re-
flect the continued deterioration
of consumer confidence, which
has tumbled to record lows and
contributed to the biggest drop in
consumer spending in decades.
Mounting job losses, coupled with
slump in the U.S. housing market,
have Americans cutting back on
consumption.

Aggravated by the worsening
economy, trouble spots remained
at some underperformers in the re-
tail sector. Target Corp. said its fis-
cal fourth-quarter earnings won’t
meet analysts’ expectations be-
cause of markdowns and account-
receivables woes. Its same-store
sales fell 3.3% in January, which
the company said was in line with
its expectations.

Apparel and department-store
chains have been weak performers
for some time and that continued.
Macy’s Inc., which announced

Associated Press

Many U.S. retailers have been forced to mark down prices as the economic
downturn continues to damp consumer spending.

Monday that it would cut almost
4% of its work force, reported a
less-than-expected 4.5% decline in

same-store sales. J.C. Penney Co.
posted a 16% decline.
Among apparel chains, Gap Inc.

reported a 23% same-store sales
decline, led by a 34% plunge at its
long-ailing Old Navy chain. Dis-
counter TJX Cos. posted a 4%
drop, while Limited Brands Inc.,
the parent of Victoria’s Secret and
Bath & Body Works, reported a 9%
decline.

Luxury-goods retailers have
taken it on the chin as the effects
of the economic downturn work
their way up the income ladder.
Saks Inc.’s same-store sales fell
24% last month, and the company
said its profit margins are narrow-
ing because customers are focus-
ing on promotional and clearance-
priced merchandise. Earlier in the
week, Neiman Marcus Inc. re-
ported a 24% drop in comparable-
revenue for January.

There were some bright spots,
including at teen retailers Aero-
postale Inc., up 11%, and Buckle
Inc., which exceeded analysts’ ex-
pectations with a 15% increase.

—Kevin Kingsbury
contributed to this article.

Inditex, Tata Group to open Zara stores in India

BY CHRISTOPHER BJORK

MADRID —Spanish fashion re-
tailer Industria de Diseno Textil SA
agreed to a joint venture with In-
dia’s Tata Group to open Zara bou-
tiques in India.

Inditex will own 51% of the ven-
ture and the Indian conglomerate’s
Trent Ltd. will hold the rest.

The venture plans to open the
first stores in 2010 in New Delhi,
Mumbai and other cities. A local

partner is usually considered a req-
uisite for doing business in India.
“We see great opportunities for
Zara in a country which is becoming
increasingly fashion conscious,” said
Trent Managing Director Noel Tata.
Inditex, which has built a global
retail empire by responding quickly
to fashion trends and changing cus-
tomer behavior while keeping
prices competitive, has recently
pushed into high-growth markets in
Asia, opening stores across that re-

gion twice as quickly as the group’s
average.

Inditex—which also owns the
Massimo Dutti, Pull and Bear and
Bershka brands, among others—has
more than 4,200 stores and em-
ploys more than 86,000 people. The
retailer operates in 73 countries.

The Indian retail market is val-
ued at around $360 billion and is
growing about 8% a year, according
to Hemant Kalbag, India-based vice
president of global market research

firm AT Kearney.

Retailers world-wide have cut
forecasts in recent months and re-
duced growth plans, hit by the glo-
bal economic downturn. But Inditex
plans to maintain growth next year,
opening roughly two stores a day.

Inditex reported an 11% jump in
sales to €7.35 billion ($9.45 billion)
in the nine-month period through
October.

—Luis Morais and Santiago Perez
contributed to this article.
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Unilever net j jumps 21%

Price increases help
boost bottom line,
but outlook is murky

By AARON O. PATRICK

LONDON—Higher prices drove
consumer-products giant Unilever to
a big jump in fourth-quarter profit,
but new chief executive Paul Polman
declined to give an earnings forecast
for 2009 and 2010, saying the eco-
nomic crisis made such predictions
“inappropriate.”

At the same time, Mr. Polman sig-
naled a strategic shift is at hand just a
month after he took over. He said Uni-
lever would make volume sales a big-
ger priority, suggesting he doesn’t be-
lieve the company can continue to
rely on price increases to drive reve-
nue as the recession proceeds.

Unilever’s fourth-quarter net
profitjumped51%to€1.19billion ($1.53
billion), driven in part by the decision
by Mr. Polman’s predecessor, Patrick
Cescau, to push through price in-
creasesofmorethan9%evenastheeco-
nomiccrisisswepttheworld.Otherfac-
tors included asset sales, such as the
sale of its Bertolli olive oil unit.

Fourth-quarter revenue rose 3% to
€10.15 billion. Underlying sales
growth was up 7.3%, a big jump and
higher than analysts expected. For
the year, Unilever’s net profit jumped
28% to €5.29 billion and revenue rose
1% to €40.52 billion.

While boosting profit, Unilever’s
price increases drove away custom-
ers. Unilever sold 1.6% fewer items in
the quarter. Other big food companies
pushed through price increases last
year in response to rising commodity
prices too, although few were as ag-
gressive as Unilever.

Mr. Polman, who became CEO Jan.
4, said Unilever would prioritize selling
more items, known as volume growth,
over what the industry calls “underly-
ing sales growth,” or sales adjusted for
theeffectsof currency changes, acquisi-
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The profit increase at Unilever, which makes consumer products such as Flora spread,
was partly overshadowed by its decision to keep mum on earnings forecasts.

tions and divestments.

The shift suggests Mr. Polman be-
lieves Unilever needs to sell more
items, and concentrate on making
more popular foods, bathroom prod-
ucts and other items. Unilever owns
the Magnum, Dove and Knorr brands,
among others. Mr. Polman declined to
comment on future pricerises.

“The first thing we will dois to pro-
tect our volumes,” he said at a press
briefing in London. “We can do that
without compromising our operating
cash flow and margins.”

Unilever’s profit increase was
partly overshadowed by Mr. Polman’s
decision not to tell analysts how much
he expects the company to make in
2009 and 2010.

The move may lift some of the
pressure on Mr. Polman to deliver
good results during the recession. But
it worried investors, who fear Uni-
lever may be suffering more from the
financial crisis than previously
thought. Unilever shares fell 5.9% to
£13.96 ($20.19) in London trading.

Until Thursday’s announcement,

the company’s shares had fallen only
11% over the prior 12 months as inves-
tors bet that consumers would con-
tinue to buy the company’s low-priced
products during the recession.

“No 2009 guidance hardly instills
confidenceinthebusinesslooking for-
wardto2009,” Sanford C.Bernsteinan-
alyst Andrew Wood said in an email.

ADutchnational and former top ex-
ecutive at Nestlé SA and Procter &
Gamble Co., Mr.Polmanis the first Uni-
lever CEO from outside the company.
Some of the first details of his strategy
emerged Thursday as he briefed jour-
nalists and analysts. He has intro-
duced a pay freeze for all managers
and cut the 2009 travel budget by 30%.
A plan announced in 2007 to close 60
or 70 factories by 2010 may be acceler-
ated by a year. The financial crisis will
force Unilever to become more effi-
cient, Mr. Polman said.

Unilever will no longer target an
increase in profit margins to 15.8%
by 2010 from 14.6% in 2008, Chief Fi-
nancial Officer Jim Lawrence said at
the briefing.

(laxo profit falls; more jobs to go

BY JEANNE WHALEN

GlaxoSmithKline PLC, hurt by
competition from low-cost generics
and a legal charge, reported a 7.1%
drop in fourth-quarter net profit, and
said it will cut more jobs and costs.

ChiefExecutive Andrew Wittyreit-
erated Thursday that Glaxoisn’t seek-
ing a big acquisition akin to Pfizer
Inc.’s roughly $64 billion deal to buy
Wyeth, adding that it took six or seven
years for Glaxo’s research-and-devel-
opmentteamtorecoverfromthe 2001
merger that created the company.

“The disruption and distraction
caused by these things is much big-
ger than people think. It’s like an
earthquake,” he said in a meeting
withreporters,adding that “the mar-
ket has not rewarded these transac-
tions very well in recent years.”

Instead of large deals, Glaxo will
continuetoseekacquisitions of,and al-
liances with, small biotech companies
or academic labs, he said. Glaxo now
has 35such alliances, and 35 of its own
labs engaged in drug discovery. Over
the past year, Glaxo has scrapped
about a third of the early-stage devel-
opment projects under way at its in-
house labs to focus on the drugs most
likely to succeed, Mr. Witty said.

The Glaxo chief said he also is
considering small acquisitions to

GlaxoSmithKline
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bolster the company’s business in
emerging markets and nonprescrip-
tion medicines.

In the U.S., Glaxo said it is trying
to tap into consumers’ increasing de-
sire for inexpensive medicines by
selling a new asthma inhaler exclu-
sively at outlets of Wal-Mart Stores
Inc. The inhaler contains the same
drug that Glaxo sells elsewhere, but

is somewhat cheaper, at $9 for 60
doses. The inhaler is sold under Wal-
Mart’s store brand, Relion.

Glaxo said it will step up a cost-
cutting program that has already
eliminated 8,700 jobs over the past
18 months, or about 8% of the compa-
ny’s work force. Mr. Witty wouldn’t
specify how many more jobs will be
cut, saying that the company wants
to inform employees and unions
first; analysts say thousands more
jobs are likely to be axed.

Mr. Witty said annual pretax sav-
ings from the program will rise to £1.7
billion ($2.46 billion) by 2011 from a
previous forecast of £700 million.

Net profit in the quarter fell to
£982 million from £1.06 billion a year
earlier, hurt by a £517 million legal
charge tied partly to a U.S. probe of
the company’s marketing practices.
Sales rose 16% to £6.91 billion from
£5.97 billion, helped by the pound’s
weakness against various currencies.

For the year, sales rose 7%, in
pounds, to £24.35 billion, but they
fell 3% in local-currency terms.

Glaxo didn’t give a forecast for
2009 earnings and said it will no
longer provide “short-term numeri-
cal earnings guidance.” Mr. Witty
said he wants Glaxo managers and
investors instead to focus on the
company’s long-term performance.

New-car registrations

tumble 31% in the U.K.

By JONATHAN Buck

LONDON—U.K. new-car registra-
tions in January fell 31% from a year
earlier and auto makers urged the
government to consider introduc-
ing a plan to encourage motorists to
scrap older vehicles and buy new,
fuel-efficient models.

Thebleak figures came as Ford Mo-
tor Co. said it will cut jobs in the UK.,
shedding as many as 850 workers, or
about 7% of its 12,900-strong work
force in the country, as part of a re-
structuring. It also plans to review a
5.3% pay rise agreed to in November.

Several countries in Western Eu-
rope already have introduced plans to
encourage consumerstobuynew cars.
France, for example, offers €1,000
($1,285) toward the cost of newer, low-
polluting cars to owners who scrap ve-
hicles that are more than 10 years old.

“The U.K. motor industry is urg-
ing [the] U.K. government to intro-
duce a similar scheme and help sus-
tain jobs and businesses throughout
the sector,” Society of Motor Manu-
facturers and Traders Chief Execu-
tive Paul Everitt said in a statement.

Some industry observers fear
such plans offer only a short-term
spikeinsales. Butit appears car mak-
ers would be grateful for any respite
from the current downward spiral.

The British government has
taken some steps to ease the indus-
try’s plan. Last month, it announced
£2.3 billion ($3.3 billion) in loan
guarantees to support the car indus-
try, but payments can’t be made un-
til the plan is cleared by the Euro-
pean Union. Auto makers have re-
served judgment.

Peter Mandelson, secretary of
state for business, enterprise and
regulatory reform, said the govern-
ment will offer guarantees to unlock
loans of as much as £1.3 billion from
the European Investment Bank. It
will also offer guarantees to support
as much as a further £1 billion of
lending to cover investments not eli-
gible for EIB support.

A cut in the rate of U.K. value-
added tax to 15% from 17.5% effec-
tive Dec. 1 may have helped slow the
decline in new-car registrations, the
U.K. car-makers group said last
month, but it hasn’t arrested it.

New-car registrations last
month fell to 112,087 vehicles from
162,097 in January 2008.

“Consumers remain concerned
the general economic gloom will im-
pactuponthemdirectly,” the car-mak-
ers group said. “With jobs being lost,
consumers appear unwilling to spend
onlargediscretionaryitemslike cars.”

Car makers have slowed or
halted production across Europe to
avoid a buildup of inventory, and
idled or shed workers to reduce
costs. Honda Motor Co. last month
sent home 4,200 workers at its Swin-
don, England, plant at the start of a
four-month shutdown to cope with
the slump in demand.

The U.K. car-makers group fur-
ther trimmed its forecast for regis-
trations in 2009 to 1.72 million vehi-
cles from its previous prediction of
1.78 million. That would represent a
year-to-year drop of 19%, or about
410,000 vehicles. The U.K. car mar-
ket in 2008 recorded its worst sales
performance since 1996 as credit
markets dried up.

Ford increased its market share
year-to-year in January to 19% from
16%, even as sales dropped to 20,951
from 26,490. Its new Fiesta was the
top-selling model for the third suc-
cessive month.

General Motors Corp.’s Vauxhall
brand saw its market share edge up
to 14% from 13% even as sales fell to
15,600 from 21,676.

Separately, the European auto-
makers association on Thursday
urged the European Union to sus-
pend free-trade talks with South Ko-
rea, saying the deal would give
South Korean auto makers full ac-
cess to the EU market without open-
ing up South Korean markets
enough in return.

EU car makers fear competition
from less-expensive South Korean
imports made by auto companies
such as Hyundai Motor Corp. and
Kia Motors Corp. if EU tariffs are
lifted as a result of the free-trade
agreement. EU officials have said
they want to have a deal with South
Korea finalized in March.

The European Commission, the
EU’s executive arm, said in response
that the deal would eliminate tariffs
oncarsshipped to South Koreawithin
three years, end regulatory barriers
that limit imports and still allow the
EU to protect its market in the case of
asurge of imports from South Korea.

—Matthew Dalton in Brussels
contributed to this article.

France cuts the price of entry
into cellular-phone market

BY JETHRO MULLEN

PARIS—A new entrant to the
French mobile-phone sector will be
able to obtain the use of a block of
frequencies for about €206 million
($265 million), the French junior
minister for industry and consumer
affairs, Luc Chatel, said Thursday.

Such a price is within the means
of Iliad SA, Iliad’s founder and larg-
est shareholder, Xavier Niel, said on
French business radio station BFM.
The broadband provider wants to
move into the mobile-phone mar-
ket, challenging the three estab-
lished operators—France Telecom
SA’s Orange, Vivendi SA’s, and
Bouygues SA’s Bouygues Telecom.

The government said last month
that it wants to allot the frequencies
originally set aside for the country’s

fourth mobile license in three sepa-
rate blocks before the summer, with
one reserved for a new entrant. Pre-
vious attempts to allocate all the fre-
quencies under one license for €619
million proved unsuccessful, de-
spite interest from Iliad.

“Guided by a concern for fair-
ness regarding the existing opera-
tors,” the government will make one
block available at a third of the previ-
ous overall fee, Mr. Chatel said. New
entrants that apply for that first
block of frequencies will undergo “a
beauty contest,” taking into consid-
eration a number of factors, the min-
ister said. Those factors include the
breadth and speed of deployment,
the coherence and credibility of the
project and the capacity to stimu-
late competition beneficial to the
consumer.
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Nordic paper firms warn ™ |

of weakening demand

Stora Enso, UPM
and M-Real report
losses for the quarter

BY GUSTAV SANDSTROM

Paper companies across the Nor-
dic region Thursday reported
fourth-quarter losses, hit by restruc-
turing charges and write-downs,
and warned about weakening de-
mand in the coming year.

Stora Enso Oyj posted a net loss
of €655 million ($842 million), com-
pared with a net loss of €138 million
a year earlier. Sales at the Finnish
company declined 23% to €2.6 bil-
lion from €3.37 billion.

It said it will reduce the salaries
of its executive-team members and
board of directors this year and pro-
posed a lower 2008 dividend.

“The drop in customer demand in
the last quarter of 2008 turned out to
be as severe as we expected,” said
Chief Executive Jouko Karvinen. “The
operating environment for at least
the early part of 2009 will be just as
challenging as the end of 2008.”

Rival UPM-Kymmene Oyj, a pro-
ducer of magazine paper, swung to a
net loss of €286 million, compared
with a net profit of €29 million a
year earlier. Sales fell 7.6% to €2.32
billion from €2.51 billion.

“Lower deliveries in all of UPM’s
business areas and higher energy
and wood costs had a negative im-
pact on the result,” the company

Paper worker with jumbo

roll at Coating mill

said. It predicted that demand for
its products will fall in 2009 be-
cause of the economic downturn in
its main markets.

Meanwhile M-Real Oyj, another
Finnish paper maker, predicted a
“clearly negative” operating result

Paper losses

52-week share performance of
Stora Enso and UPM-Kymmene
on the Helsinki Stock Exchange
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for the first quarter of 2009 as it
posted a fourth-quarter loss of €163
million from continuing operations.
Swedish rival Holmen AB reported a
21% decline in net profit to 271 million
Swedish kronor ($33 million), also hit
by higher costs and lower prices.
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(Cisco saw orders
fall more rapidly
during January

BY BEN WORTHEN

Cisco Systems Inc. posted a 27%
drop in quarterly profit and warned
that businesses are increasingly
scaling back their technology spend-
ing.
The big Silicon Valley maker of
networking gear said revenue fell
7.5% in its fiscal second quarter,
which ended Jan. 24. It also sig-
naled that conditions had wors-
ened, predicting revenue in the cur-
rent period could drop 15% to 20%
from a year earlier.

“It is now clear that we are in a
global economic slowdown,” Chief
Executive John Chambers said
Wednesday in a call with analysts.
He said it is difficult to make an accu-
rate prediction given the current
economic climate, but added that
“we will obviously be impacted.”

The forecast for the third quar-
ter calls for revenue of $7.8 billion to
$8.3 billion. Analysts, on average, ex-
pected revenue of around $8.7 bil-
lion, according to Thomson Reuters.

The San Jose, Calif., company is
one of the first to report earnings
that include January, and its results
are a closely watched barometer of
corporate-technology spending.

Overall, Cisco’s orders for the
second quarter shrank 14%, but in
January orders were down 20%
from a year ago.

Cisco’s corporate customers
have steadily cut the amount they
have spent on technology over the
past year, though some of those
losses have been offset by phone
and cable companies, which have
bought Cisco gear in order to keep
pace with increasing Internet traf-
fic. But in the January quarter these
U.S. companies placed 30% fewer or-
ders than the year-ago quarter,
Cisco said.

“No one is looking for a turn-
around yet,” said Jeff Evenson, an
analyst at Sanford C. Bernstein &
Co. He added that Cisco appears to
be doing a good job of controlling its
costs, which offsets the decline in
sales.

Mr. Chambers has pledged to re-
duce Cisco’s spending by $1 billion
this fiscal year by implemented a hir-
ing freeze, reducing travel and simi-
lar measures. On Wednesday, Mr.
Chambers said some job cuts are
likely, though not across-the-board
layoffs.

Mr. Chambers said he is standing
by his long-term growth goal of 12%
to 17% for the company, but added
the caveat that the prediction as-
sumed that the economy would re-
turn to its normal growth rates.

Despite the recession, Cisco has
continued to move into new mar-
kets. Examples include consumer-
electronics, such as a home speaker
system unveiled in January, and
Cisco is believed to be developing a
server system that would take it for
the first time into the computer busi-
ness.

Cisco ended the quarter with
about $29.5 billion in cash, and Mr.
Chambers has said he sees the down-
turn as a chance to expand. Cisco
has also used its cash to help finance
purchases for its customers. The
company said that it provided $2.1
billion in financing for its custom-
ers in the first half of 2009.

Net income in the second quar-
ter totaled $1.5 billion, or 26 cents a
share, down from $2.06 billion, or
33 cents ashare, ayear earlier. Reve-
nue declined to $9.09 billion from
$9.83 billion.
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L.enovo

PC maker posts loss;
Chinese executives
take back control

By JASON DEAN

BEIJING—Lenovo Group Ltd.,
the Chinese company that vaulted
onto the international stage four
years ago by buying the personal-
computer operations of Interna-
tional Business Machines Corp., is
refocusing on its roots.

Lenovo said Thursday it is replac-
ing its American chief executive
with Chairman Yang Yuanging, and
bringing back its co-founder to head
the board, putting China’s most
prominent technology company
back in the hands of the executives
who established it. Bill Amelio, a
former Dell Inc. executive who
joined Lenovo as CEO shortly after
the IBM deal in 2005, has resigned
after the end of
his three-year
contract, the
company said.

Replacing Mr.
Yang as nonexec-
utive chairmanis
Liu Chuanzhi,
> who helped start
| Lenovo’s prede-
cessor company
25 years ago and
was Lenovo’s
chairman until
2005. In an interview, Mr. Liu said
the new management team will refo-
cus Lenovo’s efforts on China and
other emerging markets. He said the
management changes were driven
by the worsening global economic
crisis, and by the former IBM busi-
ness’s reliance on big corporate cus-
tomers at a time when consumers
have been the industry’s big growth
driver.

The changes, which took effectim-
mediately, came as Lenovo reported
anetloss. While it remains dominant
initshome market, Lenovo has strug-
gled in international markets, which
still account for more than half of its
sales, losing market share to rivals
like Hewlett-Packard Co. of the U.S.
and Acer Inc. of Taiwan.

Lenovo’s current difficulties high-
light not only a broader slump in the
global PC industry, but also the chal-
lenges facing Chinese companies as
they try to expand abroad. The IBM
acquisition was alandmark deal that
created one of China’s first true mul-
tinational companies and landed Le-
novo, already seen as a national
championin China, among the upper
ranks of the global PC industry.

Mr. Amelio’s hiring—it is ex-
tremely rare for a Chinese company
to place a foreignh executive in a top

Bill Amelio

Losing ground
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job—was seen as reflecting Lenovo’s
eagerness to internationalize itself.
Having successfully run Dell’s Asia-
Pacific operations, Mr. Amelio was
tasked at Lenovo with integrating
two companies that had vastly differ-
ent cultures, languages and pay struc-
tures—not tomention dualheadquar-
ters in Beijing and North Carolina.

Lenovo’s situation “points up
that going international is hard
enough without adding the chal-
lenge of merging not only two corpo-
rate cultures, but two national cul-
tures as well,” said David Wolf, CEO
of Wolf Group Asia, a Beijing-based
marketing strategy firm. The man-
agement change and Lenovo’s re-
newed focus on China “makes finan-
cial sense” now, but “it does call
into question the wisdom of the orig-
inal acquisition,” he said.

Mr. Liu emphasized that Lenovo
remains “firmly committed” to be-
ing an international company. He
pointed to the promotion,
also Thursday, of Rory
Read, an IBM veteran who
is now a Lenovo senior vice
president, to the new posi-
tion of president and chief
operating officer. And exec-
utives said Mr. Yang will re-
main based at Lenovo’s of-
fice in North Carolina, §
where he has lived for sev-
eral years.

Since the IBM acquisi-
tion, “Lenovo has focused in
the international markets on IBM’s
products and customers, which are
mainly large corporate customers,”
Mr. Liu said. “But in the current eco-
nomic crisis, corporate customers
havebeenthe most affected. Soright
now, we should emphasize China
and emerging markets, and con-
sumer customers.”

In China, where Lenovo has an ex-
tensive distribution system, the
company has focused on individual
consumers and small businesses, of-
fering a relatively narrow product
line that keeps its costs low. Lenovo

Yang Yuanqing
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executives think that approach can
be used effectively in other emerg-
ing markets like India and Russia.

Lenovo executives praised Mr.
Amelio, whowillremainas anadviser
to the company until September. Mr.
Liu said the 51-year-old U.S. execu-
tive had already begun moving the
company in its new strategic direc-
tion, but that “the sudden change in
the circumstances means that we
need to move faster.” Mr. Amelio,ina
Lenovo statement, said heis “pleased
with what we have accomplished.”

The 64-year-old Mr. Liu helped
start Lenovo’s predecessor com-
pany in 1984, when he and a group
of colleagues from China’s Institute
of Computing Technology founded
one of the country’s first computer
businesses with government fund-
ing of less than $25,000. That com-
pany eventually became Legend
Holdings Ltd., which in turn created
Lenovo and remains its biggest
shareholder, with a stake
of about 45%. Mr. Liu is cur-
rently Legend’s vice chair-
man.

Mr. Yang, 44 years old,
joined Legend in 1989, and
became CEO in 2001. He
helped build the compa-
ny’s Chinese business, man-
aged its international re-
branding as Lenovo in
2003, and, with Mr. Liu, en-
gineered the IBM acquisi-
tionin 2005. That China ex-
perience gives Mr. Yang “unique
leadership ability” where Lenovo
now wants to focus, Mr. Liu said.

Lenovo’s Hong Kong-traded
shares ended down 2.7% after the an-
nouncement Thursday at 1.46 Hong
Kong dollars (19 U.S. cents).

In its latest fiscal quarter ended
Dec. 31, Lenovo reported a loss of
US$97 million, down from a net
profit of US$172 million in the year-
earlier quarter. Shipments of its PCs
in the quarter fell 5%, while revenue
dropped 20% to US$3.59 billion,
from US$4.49 billion a year earlier.

Luxottica sees drop in 2009 net

BY SOFIA CELESTE

Luxottica SpA posted a 4.2% rise
in fourth-quarter sales. But the Mi-
lan-based company warned that net
profit for last year will likely show a
16% fall as demand for the eyewear
it makes for luxury houses like
Chanel, Prada and Versace slowed
world-wide.

Revenue rose to €1.24 billion
($1.59 billion) from €1.19 billion a
year earlier, the world’s largest eye-
wear maker by sales said Thursday.
Retail revenue rose 4.6% to €776.8

million, while wholesale revenue
from brands made under license as
well as Luxottica’s own brands rose
3.1% to €459.7 million.

The company warned that full-
year net profit is likely to show a
drop to about €400 million and that
this year would remain challenging.
“We want to make sure we have the
appropriate resources to take advan-
tage of all the opportunities that the
coming years may offer, while being
extremely selective with our invest-
ments,” said Chief Executive Andrea
Guerra.

Late last year, Luxottica already
issued a profit warning on its 2008
earnings as consumers tightened
their purse stings on big-ticket
items. The company in January an-
nounced four days of temporary lay-
offs that would affect more than
6,000 workers, amid falling de-
mand.

One of Luxottica’s biggest issues
is that retailers are scaling back on
orders, said Peter Farren, a London-
based analyst at Bryan Garnier. This
trend is expected to continue into
2009, Mr. Farren said.

GM, Chinese auto maker
holding talks on venture

By PATRICIA JI1AYI HO
AND NORIHIKO SHIROUZU

BEIJING—General Motors
Corp., which is currently surviving
on U.S. government loans at home,
is in expansion mode in China, hold-
ing talks with state-owned auto
maker FAW Group Corp. on a possi-
ble new joint venture to make light
commercial vehicles.

GM said Thursday that it is in
talks with FAW Group, one of Chi-
na’s biggest car makers, to set up a
“potential partnership.” A GM
spokeswoman in Shanghai declined
to provide further details, saying
the talks are continuing.

According to people familiar
with the situation, the talks involve
creating a joint venture to produce
large light commercial vehicles,
such as vans and trucks, similar to
Ford Motor Co.’s Transit van.

News of the talks comes after GM
in December opened a new passen-
ger-vehicle plant in the northeast-
ern Chinese city of Shenyang. The
Shenyang plant is the fifth factory
GM runs with main Chinese joint-
venture partner SAIC Motor Corp.

In addition, GM has a three-way
joint venture with SAIC and Wuling
Automobile Co. that produces and
markets micro minivans. FAW,
which would be GM’s third vehicle-
production partner in China if a deal
is concluded, already has passenger-

vehicle joint ventures with Volks-
wagen AG and Toyota Motor Corp.

GM hopes growth in China, among
other emerging markets, can help off-
set market-share losses in the U.S.
Chinahasbeenthe world’s second-larg-
est car market in recent years, but last
month vehicle sales in China exceeded
those in the U.S. for the first time.

As GM tries to expand manufac-
turing capacity in China, growth in
auto sales here has slowed consider-
ably. Last year auto sales grew only
6.7%, ending a decade-long run of
double-digit sales growth.

Last year began with monthly
sales growth rates in the double-dig-
its. But in August, demand for autos
started to show signs of weakness,
and it began contracting rapidly in
the last two months of the year. In
December, auto sales, including pas-
senger cars and commercial vehi-
cles, fell 11.6% to 741,600 units. GM
believes demand in the China’s auto
industry will likely remain soft this
year and in 2010.

Separately, GM’s Thai unit said it
would seek financial support from
the government and local banks to
help fund the development of a 15
billion baht ($429.5 million) pickup
truck project. GM representatives
have held talks with the Thai Indus-
try Ministry, but declined to elabo-
rate on the discussions.

—Leigh Murray in Bangkok
contributed to this article.

EU charges several firms
over alleged steel cartel

By PEPPI KIVINIEMI

BRUSSELS—The European Com-
mission said Thursday that it sent
formal antitrust charges to several
steel companies in October on suspi-
cion that they were operating a car-
tel in prestressed steel products.

The charges, known as a “state-
ment of objections,” lay out the com-
mission’s concerns in detail. All the
companies have since responded to
the allegations, the commission

said.

Finnish steel company Rautar-
uukki Oy said it received charges
from the commission alleging that
the company’s former subsidiary
Fundia had participated in a cartel
between 1996 and 2001. Rautar-
uukki divested itself of Fundia’s busi-
ness operations in 2006.

If found guilty, the companies can
befinedasmuchas10%oftheirannual
global revenue by the commission,
the European Union’s executive arm.

Boeing Dreamliner orders shrink

By J. LYNN LUNSFORD

A Dubai-based aircraft-leasing
company set up specifically to han-
dle the Boeing 787 Dreamliner has
decided to cancel 16 of the 21 jets it
had on order.

The change, which was re-
flected on Boeing Co.’s order
books Thursday, marked the sec-
ond time this month that a cus-
tomer has walked away from the
long-awaited airplane. Russia’s S7
Airlines recently canceled an or-
der for 15 Dreamliners for unspeci-
fied reasons.

The Dreamliner, once touted as
the model of how all future air-
planes would be developed, has be-
come a source of embarrassment
for Boeing officials, who have been
unable to get the plane delivered
on schedule. The plane, which had
been supposed to enter service in
May 2008, is now running almost
two years late.

Like many launch customers,
Dubai’s LCAL had hoped to have
the first of its planes in service by

now. The original order was val-
ued at about $3.6 billion at list
prices. Boeing said LCAL, like
other airline and leasing custom-
ers, “was preparing for tough chal-
lenges caused by the growing glo-
bal recession,” as well as unnamed
“other factors.”

An LCAL spokesman said that
the “the postponement of the reve-
nue stream from projected aircraft
leases contributed to our inves-
tors’ decision to cancel.” He de-
clined to provide further details.

LCAL, which has the Al-Jomaih
Group of Saudi Arabia as one of its
main shareholders, was the first
leasing company to place an order
for the 787. At the time, LCAL offi-
cials had hoped to be in a prime po-
sition to charge a premium for the
airplane as customers without
pending orders jockeyed to get
their hands on Dreamliners.

Although the Dreamliner order
book remains strong at 879 air-
planes from 58 customers, many
have expressed growing frustra-
tion at the slipping schedule.
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Web ads improve aim

New technologies
that target messages
gain with marketers

By JEssicA E. VASCELLARO
AND EMILY STEEL

As marketers scale back their ad
budgets, some new technologies
that make it easier for marketers to
track the impact of their online ad-
vertising are gaining ground.

Products based on these technolo-
gies—such as customized ads that
—————— showdifferent prod-

ADVERTISING  ucts to different us-
— ers, Web ads hidden
inside links in text, and online cou-
pons—are part of what is called “per-
formance-driven advertising.” That’s
because the products aim to improve
and more precisely measure how a
particular ad performs.

While no one format is likely to
emerge as asilver bullet for marketers
seeking touse their ad dollars more ef-
ficiently, the advertising industry is
betting on these technologies to in-
crease online advertising spending. Al-
together, the U.S. online-ad market is
expected to increase 9% to $25.7 bil-
lionin 2009, slowing fromitsyear-ear-
lier growthrate 0f11%, according to es-
timatesfromresearch firm eMarketer.

Internet retailer Overstock.com
is becoming a big user of perform-
ance-driven ad products. The Salt
Lake City company is planning to
spend about $15 million, or 20% of its
overall marketing budget for this
year, on personalized ads from
Choicestream, whichmakes product-
recommendation software, says Over-
stock Chief Executive Patrick Byrne.

To devise the personalized ads,
which Overstock started testing a
fewmonths ago, Choicestreamrelies
on data the retailer provides about
what customers browse and pur-
chase on its site. Choicestream uses
the data to select what personalized
products and offers to insert into
Overstock ads as they appear to po-
tential customers.

Mr. Byrne says that while Over-
stock hasn’t had much luck with on-
line display advertising in the past,
the new, personalized ads drove a
sevenfold increase in clicks on the
ads and a threefold increase in sales
relative to other display ads.

Internet giant Yahoo and Tera-
cent, which develops online dis-
play-ad technology for clients like
Hewlett-Packard, offer customized
ad products similar to Choices-
tream’s. Yahoo’s version, called
Smart Ads, debuted in 2007. Michael
Walrath, a senior vice president at Ya-
hoo, says demand for Smart Ads has
grown during the economic down-
turn, even though fourth-quarter rev-
enue was relatively flat from the pre-
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Vibrant Media

An in-text ad by Vibrant for Chrysler’s Dodge Ram pickup. Such ads appear when
a computer user’s mouse hovers over a link embedded in a Web page.

vious year. A new Yahoo service that
allowsadvertiserstotarget their dis-
play ads to users who have searched
for particular terms has also gotten a
good reception, he says.

Companies like Choicestream, Ya-
hoo and Teracent hope to steal some
thunder from search advertising,
which remains one of the biggest and
fastest-growing ad formats. Since
search ads are related to what a per-
son is searching for on the Web, con-
sumers oftenfind them more relevant
than other ads, and advertisers typi-
cally find them more cost effective.

But as budgets tighten, other for-
mats that can prove they are worth
their price are gaining momentum

too. Coupons Inc., which makes soft-
ware to help companies create and
distribute online coupons, is among
the companies that are benefiting. It
has seen a recent surge in interest
from advertisers looking for more
cost-effective online marketing op-
tions, says CEO Steven Boal.
Committed revenue for the year
at Vibrant, which creates in-text
ads, has doubled from a year ago,
says the company’s CEO and co-
founder Doug Stevenson. In-text
ads appear when a computer user
hover a mouse over links that ap-
pear in the text on a Web page. Vi-
brant charges advertisers only
when someone clicks on their ads.
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Users can add data from health devices to personal records on Google.

Google, IBM promote
online health records

By JEsSICA E. VASCELLARO
AND WiLLIAM M. BULKELEY

Google Inc., moving toimproveits
online health-record service, is team-
ing with International Business Ma-
chines Corp. to allow patients to add
data generated from home-health
monitoring products, such as blood-
pressure cuffs and glucose meters.

The companies said software de-
veloped by IBM, with consumers’ per-
mission, can shift the data into a per-
sonal health record in Google Health,
the search giant’s service for helping
consumers manage and store their
healthinformation online. Other soft-
ware lets the patient transfer the in-
formation from there to an electronic
medical record kept by providers like
health-care companies and primary-
care physicians.

At a time when the administra-
tion of U.S. President Barack Obama
has made electronic health records a
priority and included funds in the
stimulus plan to encourage providers
to adopt records, the collaboration
between the two companies has the

potential to “kick-start” use of online
monitoring of chronic diseases, said
Dan Pelino, general manager of
health care and life sciences for IBM.

Both IBM Chief Executive Sam-
uel Palmisano and Google CEO Eric
Schmidt have been prominent in
business leaders’ meetings with
Mr. Obama on high-tech stimulus
measures.

Still, the electronic health-records
industry—and Google’s attempt to
help spur and organize it—are in a
very early phase. While major insur-
ers have migrated medical records
for tens of millions of patients online,
only afew hundred thousand patients
have claimed and actively updated
their information through their pro-
viders or other services like Google
Health and Microsoft Corp.’s Health-
Vault, estimates Harry Wang, a re-
search analyst for Parks Associates.

Sameer Samat, director of Google
Health, declined to say how many pa-
tients have uploaded their own per-
sonal health information into Goo-
gle’s system or imported records
from partners.

BG Group PLC

Quarterly profit rose 56%,
driven by the LNG division

BG Group PLC Thursday posted a
56% jump in fourth-quarter net
profit and gave a strong outlook for
its core businesses and financial posi-
tion. Net profit soared to £756 mil-
lion ($1.09 billion) from £486 million
a year earlier. The bottom line was
boosted by the oil and gas company’s
liquefied natural gas unit, where op-
erating profit more than doubled to
£456 million from £163 million. Total
revenue jumped 27% at £2.96 billion
from £2.33 billion. Strong demand
from key markets expanded mar-
gins, even though total oil and gas
production fell 4% to 623,000 bar-
rels of oil equivalent a day from year
earlier, said the U.K.-based company.
Chief Executive Frank Chapman said
he expects LNG profit to hold up well
in the future, despite the severe eco-
nomic downturn.

Warner Music Group Corp.

Warner Music Group Corp.
posted a surprise profit for its fiscal
first quarter. Warner Chief Execu-
tive Edgar Bronfman Jr. said the
company remained confident about
achieving its long-term goals, al-
though it faced “difficult economic
conditions and tough prior-year
comparisons.” Warner, New York,
recorded net income of $23 million,
or 15 cents a share, for the period
ended Dec. 31, compared with a
year-earlier net loss of $16 million,
or 11 cents a share. Revenue de-
creased 11% to $878 million from
$989 million, a drop of 6.3% on a
constant-currency basis. Recorded
music revenue fell 12%while digital
revenue — which now makes up
20% of total revenue — rose 18%.

Atos Origin SA

Computer-services company
Atos Origin SA Thursday posted a
9.1% drop in fourth-quarter reve-
nue, reflecting the sale of its trading-
systems operations. Revenue fell to
€1.41 Dbillion ($1.81 billion) from
€1.55 billion a year earlier, as Atos
sold off its Italian activities and
most of its Atos Euronext Market So-
lutions operations in recent quar-
ters. Stripping out acquisitions, dis-
posals and currency fluctuations,
revenue was up 3.6%, said the Paris-
based company. Atos, which man-
aged the IT systems for the Olympic
Games, said it received order en-
tries totaling €1.5 billion in the
fourth quarter. In the past year Atos
endured a messy spat between man-
agement and two of its major share-
holders, Centaurus Capital LP and
Pardus Capital Management LP,
which culminated in the two funds
obtaining board representation.

Crucell NV

Dutch biotechnology company
Crucell NV swung to a net profit in
the fourth quarter and said it ex-
pects 2009 operating income to
grow 20%. Crucell’s earnings were
published ahead of schedule be-
cause the results beat expectations.
Investors have been speculating
about a potential takeover since
talks between Crucell and Wyeth col-
lapsed late last month after Wyeth
agreed to be bought by Pfizer Inc.
Chief Executive Ronald Brus de-
clined to comment on the specula-
tion. For the quarter, Crucell re-
ported profit of €19.2 million ($24.7
million) compared with a net loss of
€4 million a year earlier. Revenue
was up 23% to €93.7 million, driven
by continued strong sales of pediat-
ric, travel and endemic vaccines, as
well as higher license revenue.

Sanyo Electric Co.

Sanyo Electric Co. swung to anet
loss in its fiscal third quarter, join-
ing a string of Japanese technology
companies undermined by the glo-
bal economic downturn and the
strong yen. The company, which
makes products from television sets
to rechargeable batteries, posted a
net loss of 14.3 billion yen ($159.9
million) for the three months
through December, compared with
anet profit of 12.8 billion yen a year
earlier. Sanyo said its performance
was hit by “increasingly difficult
market circumstances, especially
for products such as digital cameras
[and] semiconductors.” Semicon-
ductor operations lost about 11.1 bil-
lion yen for the nine months
through December. For the fiscal
year through March, Sanyo still ex-
pects to break even, though it antici-
pates a 20 billion yen loss in its semi-
conductor business.

Hynix Semiconductor Inc.

Hynix Semiconductor Inc.
posted a wider net loss for the
fourth quarter, its fifth straight quar-
terly loss, due mainly to sharp falls
in chip prices . Hynix said it expects
that industry consolidation will
ease oversupply this year, although
demand remains sluggish. Hynix,
Icheon, South Korea, posted a net
loss 0f 1.328 trillion won ($963.3 mil-
lion), from a net loss of 462 billion
won a year earlier. Consolidated
sales fell 18% to 1.512 trillion won.
Hynix took 318 billion won in foreign-
currency exchange losses . The com-
pany posted an operating loss of 782
billion won—its worst performance
since it began reporting quarterly re-
sults in 2003. The average selling
price of its dynamic random access
memory chips fell around 43% from
the prior quarter.

easylJet PLC

EasyJet PLC may scale back its
fleet-growth plans if the economic
climate worsens during 2009, the
British low-cost airline said, echo-
ing demands made last year by
founder Stelios Haji-Ioannou. The
carrier, which raised its first-half
revenue forecast last month, cur-
rently plans to expand its fleet to
197 planes by 2011 from 165 as of
September last year and has placed
a major order with European Aero-
nautic Defence and Space Co. unit
Airbus. Mr. Haji-Ioannou has said
that he is concerned about the air-
line’s prospects for this summer
and has urged its fleet growth to be
capped. Chairman Colin Chandler
confirmed he plans to retire as he ap-
proaches his 70th birthday. A search
for a successor has started.

Fiat SpA

Police clashed with about 100
Fiat SpA auto workers protesting
layoffs on Thursday and arrested
seven for identification, police
said. The workers from the Fiat
Auto plant at Pomigliano, near Na-
ples, tried to block the Al highway,
Italy’s main north-south highway,
as part of the protest. Officers
shoved protesters to clear the
road, a police spokesman said. How-
ever, demonstrators said blows
were delivered. No injuries were re-
ported. Fiat is cutting production
in the face of weak demand. Fiat
said on Wednesday it would halt
output at its Mirafiori plant at
Turin for another two weeks in
March, keeping about 5,000 work-
ers at home.

—Compiled from staff
and wire service reports.
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Elections shift power in Iraq

Maliki gains political clout, auguring strong showing in December’s parliamentary race

By GINA CHON

BAGHDAD—Iraqi Prime Minister
Nouri al-Maliki gained political heft
with his party’s victory in elections
in nine of 14 provinces, shifting the
balance of power in the country and
making his party a strong competi-
tor for national elections at the end
of the year.

The Independent High Electoral
Commission announced prelimi-
nary results Thursday, but official re-
sults may not be known for weeks.
About 51% of registered voters cast
ballots on Saturday, choosing from
among more than 14,000 candidates
for 440 provincial council seats. The
elections were seen as a barometer
of how political blocs will fare in the
parliamentary race in December.

Mr. Maliki’s State of Law slate of
candidates won handily in two of
Iraq’s largest provinces, where the
prime minister
launched mili-
tary crackdowns
on Shiite militias
last spring. The
State of Law
party obtained
38% of the vote
in Baghdad and
37% of the vote
in the oil-rich re-
gion of Basra.
Mr. Maliki
wasn’t a candi-
date in these elections but was a na-
tion-wide symbol for the State of
Law slate, which he organized spe-
cifically for the elections. Mr. Maliki
is a member of the Islamic Dawa

Nouri‘ al-Maliki

Reuters

An election worker moves ballot boxes in a Baghdad counting center. About 51% of registered voters cast ballots last week.

Party, which didn’t field any candi-
dates in the local elections.

Sadiqg Rikabi, a close adviser to
Mr. Maliki, said the elections repre-
sented a victory for Irag. The prime
minister is proud of the trust placed
in him and his party by the Iraqi peo-
ple, Mr. Rikabi said. He declined to
discuss possible alliances with
other parties but said Mr. Maliki’s
candidates wanted to have good re-
lations with provincial council mem-

bers from other parties.

State of Law candidates came in
first in Najaf, home to one of the holi-
est cities in Shiite Islam that has
been a stronghold of Mr. Maliki’s ri-
val, the Islamic Supreme Council of
Iraq, or ISCI. Mr. Maliki’s list won
16.2% of the vote while ISCI, the larg-
est Shiite political party here, was
second with 14.8%. ISCI campaigned
extensively before the elections, re-
lying on its religious ties to woo vot-

ers. Mr. Maliki emphasized a strong
central government over religion in
his campaign, which is why he
formed the State of Law party.

“I chose Maliki’s list because he
is the one who made our country bet-
ter,” said Baghdad resident Sarah
Mohammed Jabr, a 19-year-old stu-
dent.

—Jabbar al-Obaidi and
Zaineb Naji in Baghdad
contributed to this article.

Economy, rivalry weaken Ukraine’s leaders

By ALAN CULLISON

KIEV—Ukraine’s prime minister
survived a no-confidence vote in par-
liament, but a deepening economic
slump and arivalry among erstwhile
allies spell trouble for the country’s
westward-leaning leaders.

Prime Minister Yulia Tymosh-
enko hailed the outcome of the vote
Thursday as a “resolution of trust in
the government.” The motion, put
forward by pro-Russian factions in
parliament, gathered 203 votes in
the 450-seat assembly, short of the
226 required to pass.

The move to undermine Ms. Ty-
moshenko comes as she and her one-
time ally, President Viktor Yush-
chenko, have seen their images
dented by personal rivalry.

With the approach of presidential
elections in the next year, each has
turned to blaming the other for a
botched response to the economic
crisis. Millions of layoffs are ex-
pected in Ukraine’s heavy industries
in the coming months, and unemploy-
ment is expected to hit levels unseen
since the fall of the Soviet Union.

The disarray threatens Western
hopes that this France-size nation
on Russia’s border could become a
beachhead for democratic values in
the former Soviet Union. Diplomats
say Mr. Yushchenko and Ms. Ty-
moshenko have all but given up gov-
erning, and their rivalry is jeopardiz-
ing Ukraine’s ability to meet criteria
of the International Monetary Fund,
which extended to Ukraine a $16.5
billion rescue package last year.

In parliament, Ms. Tymoshenko
stuck by her budget’s forecast for
growth in the economy, despite ana-
lyst projections that it could shrink
by as much as 10% this year. “It is sim-
ply too easy to become reconciled to
a fall,” she said. “I believe Ukraine is
strong, with resources and reserves
and if the proper actions are taken at
this difficult time, we can achieve
this indicator as planned.”

Ukraine has been hard hit by the
economic crisis and the collapse in
prices of metals and fertilizers, its
main exports. Ukraine’s industrial
production fell by 26% in December
and its currency has lost a third of
its value since the summer.

Moscow has been using the eco-
nomic crisis to strengthen its hand
in the region, and last month forced
Ukraine to agree to sharply higher
prices for natural gas after a stand-
off in which it cut off shipments. The
increased cost is expected to pum-
mel the economy further.

Mr. Yushchenko and Ms. Tymo-
shenko have often feuded since the
Orange Revolution that swept them
to power in 2004, but the approach-
ing presidential elections has wors-
ened matters. Mr. Yuschenko’s ad-
ministration has labeled Ms. Tymosh-
enko a populist and spendthrift who
is misleading the country with bud-
gets and promises she can’t fulfill.

In the latest salvos, Mr. Yush-
chenko appeared on national televi-
sion to warn that Ukraine risks mass
layoffs, unpaid wages and a “social
catastrophe” for which Ms. Tymo-
shenko is to blame.

Economic slump

Ukraine’s industrial production
growth, year-to-year

2008

Source: Renaissance Capital, Moscow

Ms. Tymoshenko in turn accused
the president of spreading “a mix of
untruths, panic and hysteria.”

She has been trying to fire the
head of Ukraine’s National Bank, an
appointee of Mr. Yushchenko, accus-
ing him of favoritism and corrup-
tion. Her critics say she wants to get
control of the National Bank, which
is Ukraine’s central bank, so she can
fulfill her campaign promises.

The leaders have managed to cob-
ble together enough legislation to
secure the help of the IMF, but Ukrai-
nian debt trades at default levels
amid fears that the government
spending is out of control and no pol-
itician has the will to control it.

An IMF mission has been in Kiev
for the past two weeks to determine
whether torelease the second tranche
of its loan. Fund officials have made
no statements on the government’s
plans, including parliament’s passage
of a 2009 budget before the New Year
with a 3% deficit despite an IMF stipu-
lation that the plan be deficit-free.

Mr. Yushchenko’s low approval
ratings have crept to the low single
digits in the past few months. Ms. Ty-
moshenko’s ratings, though higher,
are also softening amid signs voters
are looking for people not associ-
ated with the fights of the past.

“Leaders continue to fight
among themselves even as the
house is burning down,” said Ella Li-
banova, head of Ukraine’s Institute
for Demographics and Social Re-
search. Voters “are looking for some-
one who is relatively unknown.”

Former parliament speaker Ar-
seny Yatsenyuk, 34 years old, saw
his ratings rise after he was sacked
by parliament in November, and has
been taking support from both Mr.
Yushchenko and Ms. Tymoshenko.
Mr. Yatsenyuk has said he wants to
start his own political party.

The fracture of the government
has also benefited a figure who has
been mostly locked out of power in
recent years—Viktor Yanukovych,
the pro-Russian candidate who
tried to steal the 2004 vote that
sparked the Orange Revolution. Mr.
Yanukovych, who pushed for the no-
confidence vote Thursday, has pre-
dicted that this year marks
Ukraine’s “last Orange winter.”

Total strike ends,
but U.K. workers
plan new protests

BY ANGELA HENSHALL

LONDON—Contract workers on
strike at the Lindsey oil refinery
over the use of foreign labor voted
unanimously to return to work after
striking a deal with refinery opera-
tor Total SA.

The deal earmarks 102 jobs for
the UK. contractors. While it ends
the dispute at the 200,000-barrel-a-
day Lindsey refinery in Imming-
ham, in eastern England, it has
given unions more ammunition to
push for further industrial action
over the use of foreign labor.

Some contractors plan to take
their fight next week to other en-
ergy plants employing foreign work-
ers, and have scheduled protests
outside construction sites for gas-
fired power stations in Staythorpe,
in Nottinghamshire, and the Isle of
Grain, in Kent.

Keith Hazlewood, national secre-
tary for the GMB union, said unions
were pleased that members’ griev-
ances at Lindsey had been recognized.

“At least people are beginning to
understand what we have been say-
ing,” Mr. Hazlewood said. “We now
plan to follow this up with a series
of meetings and demonstrations.”

Both Total, of France, and the
U.K. government have made conces-
sions in an attempt to prevent fur-
ther wildcat strikes, which have in-
volved thousands of workers at en-
ergy plants in the past week.

UK. Prime Minister Gordon
Brown promised to review workers’
rights, while the construction and en-
gineering industry association is-
sued new guidelines for companies
using non-U.K. contractors and labor
on engineering construction sites.

U.K. Business Secretary Lord Pe-
ter Mandelson welcomed the resolu-
tion of the dispute at Lindsey but
warned there can be no backtrack-
ing on the U.K.s European Union
commitments. “We have to address
the public’s anxiety and frustra-
tion,” Mr. Mandelson, a former EU
trade commissioner, said in a
speech Thursday. “But the solution
is not to pull the door shut.”

Some workers remain con-
cerned. Around 60 protesters stood
in the rain outside French conglom-
erate Alstom SA’s U.K. headquar-
ters in central London on Thursday.
Many held banners evoking the
prime minister’s phrase “British
jobs for British workers.”

Union officials and some protest-
ers say their argument isn’t a xeno-
phobic one, but rather a protest
against what they see as British work-
ers not being allowed to compete for
jobs against workers brought in at
lower wages from other countries.

“I don’t care where people are
from. This is about giving British
workers a fair crack of the whip,”
said Steven Wilson, a steel fixer who
is working on an extension to the
London Underground.

Earlier Thursday, around 530
striking contractors at ScottishPow-
er’s Cockenzie and Longannet
power stations in Scotland and
Drax Group PLC’s power station in
Yorkshire returned to work. Scot-
tishPower is a unit of Iberdrola SA.
They followed contractors at Cono-
coPhillips’s 221,000-barrel-a-day
Humber refinery and Ineos Group
Holdings PLC’s Grangemouth refin-
ery earlier in the week.

—Alistair MacDonald
contributed to this article.
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2001 Sikorsky S76C+

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

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

BUSINESS OPPORTUNITIES

Own your own wireless broadband internet and
digital phone co. Provide businesses data at T-1
speed +. Tremendous cost savings and super fast
speed. Locations avail. in the SE and gulf coast.
$500,000. Call: 888-514-2086
www.wibeamusa.com

BUSINESSES FOR SALE

FOR SALE BY RECEIVER

Assets and Operations of
Premier Custom Boat Builder
ERIC GOETZ CUSTOM
SAILBOATS, INC.

Bid deadline Feb. 16, 2009

For Bid Package and further
information, contact:
Thomas S. Hemmendinger,
Receiver
Brennan, Recupero, Cascione,
Scungio & McAllister, LLP
362 Broadway
Providence, RI 02909
(401) 453-2300
fax (401) 453-2345

CAPITAL WANTED

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

BUSINESSES FOR SALE

\-"HK Horwath

Expressions of interest
Australis Aquaculture Limited
(Administrator appointed)
www.thebetterfish.com

Expressions of interest are sought from
parties interested in either acquiring the
Company's underlying assets held in USA and
or participating in a fi ial
reorganisation of the ASX-listed Company.

Company is a leader in the rapidly growing
sustainable seafood sector, having developed
efficient large-scale commercial production of
Australian Barramundi for the US market.
Highlights include:

» operator of one of world’s largest indoor fish
farms located in the USA

> exclusive contract production agreements
with key suppliers in Southeast Asia
» Approvals in hand to develop marine farm in

Central Vietnam that wilt expand the
Company's current output capacity

Contact Edmund Ho for further information on
+61 8 9481 1448, or at
edmund ho@whkhorwath.com.au.

Deadline for non-binding indicative offers:
10 February 2009.

Mervyn Kitay
Administrator

WHK Horwath
Perth WA Austrafia

Member of Horwath International

(" Mortgage
Loans Needed

Private money OK
Institutional money OK
Qualified money OK

For Workforce Housing
Projects in Massachusctts citics.
These projects are moving
forward and they are Govt.
Supported and Govt. Enhanced.
ANNUAL IRR 12-17%
Contact: Fred Cook, EDFC
feook(@edfeorp.com
(781) 326-8282 fax (781) 326-7282
http://www.edfeorp.com

Economic
Development /
Finance Corp.

BIOMASS FACILITY

SEEKS $4 Million LOAN
24 months @ 8.25%
Interest only Secured
First mortgage land/plant
Atlanta, GA principles only
Call: 678-644-8941

Truck & Travel Plaza
Price Reduced - Interstate
$14+M rev 2008
Fuel, truck wash, scales,
restaurant, repairs, C-Store

Seeking High Net Worth Investors. Oppty in Per-
mitted Rapid Growth Apt, Hotel & Commercial
Development Projects. Flagged Hospitality
Brands. Guarantor, Equity/Debt Opptys Avail-
able. ACCREDITED INVESTORS ONLY

941-870-3137

Save 60% First/Business

Major Airlines. Corp. Travel
www.cookamerican.travel
(212) 201-1824
WE WILL NOT BE UNDERSOLD

MAKE GREAT
CONNECTIONS
IN EUROPE.
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Centrists take on stimulus

Moderate senators
have limited success
in steering package

BY GERALD F. SEIB

One of Washington’s biggest
problems in recent years has been
that it resembles a doughnut: It’s
got a hole in the center.

Thanks to the debate over the eco-
nomic-stimulus package, there has
—____ been an attempt in

(CAPITAL the Senate this
——————— weektofill that hole

JOURNAL in the political cen-

ter. The effort has
had some modest success, but just as
often has been fitful and frustrated.

Indeed, thisattempttobuildacen-
trist bloc of support for the stimulus
package has done as much to show
the difficulty in building bridges be-
tweenleftandrightastoactuallycre-
ate those bridges. The bottom line:
Those fromboth parties whowant to
bolster the middle of the political
spectrum still have work to do.

This quest to find solid ground in
the center has been led in large mea-
sure by Sen. Susan Collins (R., Maine),
a proud, card-carrying moderate.

In the past couple of days Sen.
Collins and a dozen or so other sena-
tors from both parties—who occupy
what might vaguely be called the
center ground in the political spec-
trum—have tried to band together
to pull the stimulus package to a
place where it’s more likely to at-
tract some Republican votes.

Their goal has been to cut the
$900 billion price tag by carving out
some spending projects.

They’ve even been encouraged
by President Barack Obama, who
met with Sen. Collins privately
Wednesday and who clearly would
trade some stimulus spending for
more Republican votes to give his
signature economic plan a broader
base of support.

Thiseffortisimportantbecauseit
represents the initial flexing of mus-
clesby moderates fromboth parties,
who, onpaper atleast, would seemto
have the potential to be real power
brokersinthe era of Obama.

That potential power flows in
large measure from the simple math
of the Senate. As strong as
the Democratic majority is
as aresult of the latest elec-
tion, it still comes up just
short of the 60 votes
needed to break filibusters.
That means that, on the re-
ally important votes, they
need to attract at least a Re-
publican or two to their side
and have to avoid losing any
of their own members.

This gives leverage—or
should, at least—to the
moderate Republicans that Demo-
crats need at times like these, as
well as to more conservative Demo-
crats who might jump off the party’s
bandwagon if it veers too far to the
left. The moderates’ modest num-
bers would seem to matter less than
the position they occupy in the bal-
ance of power.

The stimulus debate has been
the first opportunity for the moder-
ates to translate this position into
real power. The unlikely leader of
the effort, in many ways, has been
Sen. Collins. She and her Maine Sen-
ate colleague, Olympia Snowe, will
almost always represent the two Re-
publican votes most within reach of
the Democratic majority. That gives
them the power to demand move-
ment in their direction in return.

On the stimulus bill, the system
that emerged to try to make this hap-
pen was a team formed by Sen. Col-
lins on the Republican side, and con-
servative Democratic Sen. Ben Nel-
son of Nebraska. They schemed be-
tween themselves over ways to re-
duce the spending portion of the
stimulus package, and then shuttled
their ideas back to a kind of rump
group of about a dozen sympathetic
lawmakers from both parties.

Susan Collins

On the Republican side, that
group has included Sens. Arlen Spec-
ter of Pennsylvania, Kit Bond of Mis-
souri, George Voinovich of Ohio and
John McCain of Arizona, who, in his
post-presidential-campaign phase,
has returned to playing the role of
unpredictable maverick.

On the Democratic side,
the group includes Sens.
MaryLandrieuofLouisiana,
Kent Conrad of North Da-
kota, Mark Warner of Vir-
ginia, Evan Bayh of Indiana,
ClaireMcCaskill of Missouri
and Jon Tester of Montana.

Somewhere in that mix
shouldlieapotential centrist
blocthat could really matter.
And indeed, the group ap-
pears likely to succeed in
trimming some spending
out of the stimulus bill.

But a broader moderate wave
doesn’t seem to be taking shape. The
stimulus bill isn’t being rewrittenina
sweeping way; the group seems
more likely to affect it at the margins.

The reality is that there really are
only three Republican senators re-
garded by their Democratic col-
leagues as true moderates: Sens. Col-
lins, Snoweand Specter. Andeventhat
small group is hampered by tensions
betweenthetwosenatorsfromMaine.

In the end, the number of Repub-
licans who will see enough changes
to actually vote for the stimulus bill
likely still amounts to only a hand-
ful. Moderate Democrats, mean-
while, seem likely to swallow misgiv-
ings and vote for the stimulus pack-
age at debate’s end.

As a result, the dream of stimu-
lus passing the Senate with an over-
powering majority seems to be dy-
ing. “The idea of getting 80 votes in
the Senate”—that is, votes from the
58 Democrats and more than 20 Re-
publicans—“is now a distant mem-
ory,” says Sen. Chuck Schumer of
New York, a Democratic leader.

The center may yet rise again,
but the stimulus debate hasn’t
given it much of a boost.
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Productivity rises as jobs are cut

BY CONOR DOUGHERTY

Companies in the U.S. continue
to slash jobs and output, but are pro-
ducing more goods with fewer work-
ers, a sign that the labor market
could stay sluggish for some time.

Productivity, or output per hour,
jumped in the fourth quarter, the U.S.
Labor Department said Thursday, ris-
ing at a 3.2% seasonally adjusted an-
nual rate in the last three months of
2008 compared with 1.5% in the
prior period. Although an increase in
productivity is usually a good sign
for U.S. economic growth—more out-
put per worker helps drive growth—
the newsisn’t as cheery as it appears.

Productivity increased because to-
tal U.S. nonfarm output fell at a 5.5%
rate in the fourth quarter while total
hours worked by employees fell at a
sharper 8.4% rate, the steepest de-
cline since 1975. It is a sign that com-
panies cut hours aggressively last
quarter as the U.S. economy slumped.

Companies “are moving very ag-
gressively in terms of positioning
themselves for a recession they ex-
pect is going to be bad,” said Nari-
man Behravesh, chief economist for
forecasting firm IHS Global Insight.

The number of Americans filing
new claims for unemployment insur-
ance rose by 35,000 last week to a sea-

People talk to job recruiters at a career fair Tuesday in Los Angeles. Last week’s
626,000 initial unemployment claims represent the highest level since 1982.

sonally adjusted 626,000, the highest
in a quarter-century and the first
time weekly claims have crossed
600,000 in the current recession.
Meanwhile, workers who have lost
their jobs are finding it harder to find
anew one: Nearly 4.8 million people
collected unemployment insurance
for the week ended Jan. 24, the most

since at least 1967, when the Labor De-
partment began tracking the series
and the U.S. population was about
two-thirds as large as it is today.
Separately, the Commerce De-
partment said Thursday that orders
for manufactured goods fell 3.9% in
December, to $362.4 billion, the
fifth consecutive monthly decline.





