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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

Gloom drives central-bank actions
Bank of England cuts rates to record low 1%, while ECB anticipates future reductions

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 Œ3.9 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

Deutsche’s poker star folded too late

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 Œ26 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-

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

Financial woes damp
Sarkozy’s big plans

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

Closer to zero
Key interest rates

Sources: European Central Bank;
Bank of England; U.S. Federal Reserve
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Obama’s debacle
Democrats in Congress
are rolling the president,
says Karl Rove. Page 13

News in Depth: U.S. played it tough in forging Bank of America-Merrill deal

Fo
r

in
fo

rm
at

io
n

or
to

su
bs

cr
ib

e,
vis

it
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll

+4
4

(0
)

20
7

30
9

77
99

—
Al

ba
ni

a
Lk

37
0.

00
-

Au
st

ria
Œ3

-
Be

lg
iu

m
Œ2

.9
0

-C
ro

at
ia

HR
K

22
-

Cz
ec

h
Re

pu
bl

ic
Kc

11
0

-
De

nm
ar

k
Dk

r
22

-
Fi

nl
an

d
Œ3

.2
0

-F
ra

nc
e

Œ2
.9

0
Ge

rm
an

yŒ
3

-G
re

ec
e

Œ2
.9

0
-H

un
ga

ry
Ft

59
0

-I
re

la
nd

(R
ep

.)
Œ2

.9
0

-I
ta

ly
Œ2

.9
0

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ2

.9
0

-M
or

oc
co

Dh
24

-N
et

he
rla

nd
sŒ

2.
90

-N
or

w
ay

Nk
r2

7
-P

ol
an

d
Zl

10
.5

0
-P

or
tu

ga
lŒ

3
-S

lo
va

kia
Sk

10
0/

Œ3
.3

2
-S

lo
ve

ni
aŒ

2.
70

Sp
ai

n
Œ2

.9
0

-S
w

ed
en

kr
27

-S
w

itz
er

la
nd

SF
4.

80
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
25

-U
.S

.M
ilit

ar
y

(E
ur

)$
2

–
Un

ite
d

Ki
ng

do
m

£1
.4

0

7 7

What’s
News

WSJ.com

By Joellen Perry

FRANKFURT—The Bank of
England cut its policy rate to a
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-

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
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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

n 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

n 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

n 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 Iraq. Page 9

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

n Unilever earnings jumped
51%, driven by higher prices.
The consumer-products
giant declined to give 2009
and 2010 forecasts. Page 5

n 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

n 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

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

n 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

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

n 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

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

n Somali pirates freed a
Ukrainian ship carrying tanks
and other weapons after re-
ceiving a $3.2 million ransom.
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One day, business
schools will run case stud-
ies on the pitfalls of run-
ning a state-controlled in-
vestment bank. For now,
those in that tricky situa-
tion—among them Royal
Bank of Scotland Group
and arguably Citigroup and
UBS—must make it up as
they go along.

The challenge is squar-
ing their duties to all share-
holders with political de-
mands. That’s tough when
the government is scrutiniz-
ing bonuses that you be-
lieve are necessary to incen-
tivize staff or when it is ob-
jecting to the banks’ taking
bets with taxpayer capital.

U.S. President Barack
Obama is proposing salary
caps under certain circum-
stances. The Swiss and U.K.
governments, while insist-
ing that relationships are
arms-length, are putting
heavy pressure on bosses.

Faced with that, chief ex-
ecutives have various op-
tions.

For noncore or unprofit-
able businesses, the sim-
plest thing may be to close
them. UBS has exited—or
plans to exit—from a num-
ber of businesses, including
structured finance.

Profitable businesses
could be sold or spun off.
The snag is that there may

not be buyers at decent
prices right now. RBS has
just pulled the sale of its in-
surance division. Buyers for
investment banks are likely
to be even scarcer.

The third option, for
banks that own profitable
businesses, is simply to
slice bonuses further.

They can try appealing
to employees’ better na-
tures—asking them to ac-
cept meager rations this
year in the hope of jam
tomorrow.

More likely, they will di-
rect an even bigger portion
of the diminished bonus
pool to employees whose
loss might be genuinely

damaging. That’s unlikely to
be many. For the rest, this
year’s bonus round may be
even worse than they imag-
ined.

—Simon Nixon

Soap, shampoo and may-
onnaise are usually consid-
ered the ultimate defensive
goods. In the worst down-
turn people will still wash
and eat. But even Unilever
has given up on trying to
provide profit guidance.

The problem: Its portfo-
lio largely consists of pre-
mium brands such as Ben &
Jerry’s ice cream and per-

sonal-care products such as
Dove and Lynx. The risk is
that consumers will trade
down in favor of own-label
products. The U.K. group’s
fourth-quarter results sug-
gest this already is happen-
ing. Sales were up 7.3% on
the back of a 9% increase in
prices to offset last year’s
soaring commodity prices.
But volumes fell 1.6%, lead-

ing to a 0.7 percentage
point drop in margins.

Unilever isn’t the only
consumer group facing pres-
sures. Its shares are down
from recent highs. But those
of other defensive compa-
nies such as Procter & Gam-
ble, Danone and Nestlé also
have been hit hard. Their
shares are down between
18% and 25% since the start

of September.
The decision by Unilever

Chief Executive Paul Polman
to suspend guidance under-
lines that for even relatively
stable businesses, 2009
looks impossible to predict.
Investors should take his
plan to drive volume growth
while still protecting cash
and margins with a large
pinch of salt.  —Molly Neal

ECB should cut rates fast

Why no news from Unilever is actually bad news

The European Central
Bank is still dragging its
feet, even as the euro zone
sinks deeper into recession.
Instead of continuing the
sharp cuts to its refinancing
rate—down 2.25 percentage
points to 2% in three
months—it stood pat Thurs-
day. It needs to do more,
and fast.

President Jean-Claude
Trichet did soften his tone.
While reiterating his view
that zero interest rates
aren’t desirable, he notably
added “at this stage.” And
one view is that the ECB is
actually heading toward a
zero-rate policy on the sly.

The overnight interbank
lending rate has actually
fallen to 1.2% from 2.1% in
three weeks. But why say
one thing and do another?
The U.S. Federal Reserve
has got rates down to zero.
The Bank of England lopped
another half point off rates
to 1% Thursday. It hasn’t
ruled out further cuts.

The ECB faces similar
challenges to other regions.
There were unexpectedly
steep declines in Spanish in-
dustrial production and Ger-
man factory orders in De-
cember. BNP Paribas fore-
casts euro-zone gross do-

mestic product will fall
2.8% this year, with Ger-
many, the biggest euro-zone
economy, shrinking 3.3%.
Meanwhile, the ECB hasn’t
unblocked the banking sys-
tem.

The ECB’s worry about
creating a liquidity trap
looks like a red herring. Cen-
tral Bank of Cyprus Gov.
Athanasios Orphanides has
broken ranks with other
ECB governors. Mr. Or-
phanides has warned of the
danger of inaction should a
central bank worry that it
might run out of monetary-
policy ammunition if it re-
duces rates to zero. After
all, the earlier such ammuni-
tion is used, the longer it
has to work.

Also, the ECB has hardly
been shy of unorthodox pol-
icy responses. It was the
first to broaden the collat-
eral it would accept for its
repurchasing activities and
has ballooned its balance
sheet by a third. Mr. Trichet
says other measures, such
as buying sovereign debt or
commercial paper, are on
the table. But he is doing no-
body any favors in delaying
deeper rate cuts as the eco-
nomic storm gathers.

—Matthew Curtin

Banks’ tricky situation

Protectionism returns by stealth
Quickly and quietly,
countries are adding
barriers to trade

By John W. Miller

BRUSSELS—World leaders have
warned lately against a wave of pro-
tectionist measures as economies
falter. But a backlash is already rip-
pling across the globe, from Russia
to the European Union to India, as
nations scramble to salvage their
own industries.

Since early last month, govern-
ments have enacted dozens of tar-
geted protectionist measures, trade
officials say, confirming a protec-
tionist trend that many economists
say could delay a global recovery.

While most attention has focused
on a “Buy American” clause in pro-
posals for a U.S. stimulus package,
and on the protectionist effect of na-
tional bank bailouts, governments
also have been moving to restrict im-
ports of goods, from Chinese screws
sold in Europe to U.S. combine har-
vesters imported by Russia.

The new measures are drawing
concern from the World Trade Orga-
nization, which as recently as Jan.
23 said governments largely had
protectionist pressures under con-
trol. Now, measures are coming so
quickly that WTO officials say they
are relying on news reports to keep
up with the changes, as govern-
ments are often slow to report
them. Among the most recent: In-
dia’s proposal last month to in-
crease steel tariffs.

The Geneva-based trade agency
has set a special meeting of national

trade officials for Monday to dis-
cuss specific protectionist mea-
sures—and may revise the January
finding if the trend continues.

“The goal is to provide members
with a clear ... picture of trade mea-
sures imposed in the advent of this
economic crisis,” WTO spokesman
Keith Rockwell said.

Analysts and trade officials say
the current growth of protectionism
is different and less sweeping than
the trade wars of the 1930s, mainly
because the WTO didn’t exist during
the Great Depression. Virtually all
trading nations—the WTO has 153
members, the United Nations
193—now must tailor their measures
to fit WTO rules and tariff caps.

Still, analysts say the current
rash of targeted trade constraints
could make it harder for trade flows—
and consequently, global economic
growth—to recover. Global trade is
expected to shrink by more than
2.1% next year after growing by 6.2%
in 2008, according to the WTO.

Russia, which isn’t a WTO mem-
ber, is among the most active coun-
tries in erecting barriers, trade offi-
cials and companies say. This week,
Moscow imposed a special road toll
on trucks from the EU, Switzerland
and Turkmenistan. Since Novem-
ber, the Russian government has in-
troduced 28 import-duty and ex-
port-subsidy changes—affecting
steel, oil and other products—and
was drafting another six, officials
said last week. That compares with
40 such changes for all of 2007.

Ten EU commissioners are head-
ing to Moscow for talks with Prime
Minister Vladimir Putin and other
Russian cabinet members Friday,
where they plan to air complaints
over the new trade barriers. EU offi-

cials say they’ll also raise older con-
cerns, such as the $500 million that
European airlines pay annually to
Russian carrier OAO Aeroflot for
the right to fly over Siberia.

“Putin visits a combine harvester
factory and decides on the spot he’ll
raise tariffs,” said an EU trade offi-
cial, who declined to be named.
“That’s how it goes these days.” On
Jan. 9, Russia raised import tariffs
on combine harvesters, shortly af-
ter Mr. Putin visited a factory in Ros-
tov, in southern Russia. The Kremlin
has said that protective tariffs are
necessary to allow Russian compa-
nies to survive the recession.

The barriers “are not very posi-
tive for the business,” says Olivier
Neumann, a spokesman for Deere &
Co., which sells combine harvesters
in Russia. On Jan. 12, Russia also in-
creased tariffs on imported cars by
5 to 10 percentage points, depend-
ing on the car.

The EU has been busy too. On
Jan. 15, the 27-nation bloc resumed
its practice of giving export refunds
to dairy farmers. Those subsidies
could cost New Zealand $2 billion in
lost sales this year, as EU milk,
cheese and butter win out in global
markets, according to Federated
Farmers, a New Zealand farmers’
lobbying group.

Last week, the EU slapped anti-
dumping tariffs, meant to penalize
goods sold below cost, on imports of
Chinese screws and bolts. The du-
ties will exclude Chinese products
from the European market, costing
jobs in China, says an official at the
Chinese mission to the EU. Anti-
dumping cases are up 40% since a
year ago, according to WTO figures.

The EU is due to decide on March
12 whether to levy duties on U.S.
biodiesel imports, in retaliation for
a $300-per-ton export subsidy
Washington pays to U.S. producers—
roughly half the selling price of a
ton of biodiesel in Europe. EU offi-
cials say the bloc is likely to vote in
favor of the duties.

The U.S., meanwhile, said on Jan.
13 it was planning retaliatory tariffs
on Italian water and French cheese,
to punish the EU for restricting im-
ports of U.S. chicken and beef. Italy
exports $150 million of bottled wa-
ter to the U.S. a year. Companies
have also invested millions “to get
FDA and kosher certification,” says
Maria Elena Giuliani, a spokes-
woman for the Italian Ministry of
Commerce.

Frederik Erixon, director of EC-
IPE, a trade-policy think tank based
in Brussels, says that targeted pro-
tectionist moves over the past few
months could delay the world’s eco-
nomic recovery.

By Yoshio Takahashi

Suzuki Motor Corp. reported a
68% drop in nine-month net profit
as sales in India and other crucial
growth markets stalled.

The Japanese maker of motor-
bikes and compact vehicles also
slashed its earnings forecast for the
fiscal year ending March 31, becom-
ing the latest victim hit by flagging
auto demand world-wide, a strong
yen and high material costs.

However, unlike many peers, Su-
zuki still expects to finish this fiscal
year in the black, and the company’s
top executive said the auto indus-
try’s slump could bottom out some
time in the April-June quarter.

For the nine months ended De-
cember, Suzuki posted a net profit
of 21.63 billion yen ($241.9 million),
down from the 67.69 billion yen a
year earlier. The company didn’t
break out figures for the October-De-
cember quarter.

Operating profit sank 43% to
66.48 billion yen, as sales declined
9.5% to 2.334 trillion yen.

Suzuki said it will revise its three-
year business plan announced in
April, under which it aims for four
trillion yen in annual sales.

For the current fiscal year, Su-
zuki now expects a net profit of 22
billion yen, down 73% from a year
earlier, while sales are set at 3.00
trillion yen, 14% lower than the
3.502 trillion yen target.

Chairman and Chief Executive Os-
amu Suzuki said the company will
wait until April before deciding
whether to proceed with a plan to be-
gin production at a new plant in Rus-
sia in the second half of 2009.

Suzuki Motor
posts net drop
as sales stall

End to the boom?
Russian imports have exploded 
in the last five years, but are 
now expected to fall.

Source: Global Trade Information Services
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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 U.K.’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
U.K. 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 those loans—
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.
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Gloom is driving rate cutsSweden’s energy reversal
Nuclear-power ban
to end over concerns
of price, dependence
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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

dependent on imports for your en-
ergy needs,” said Luis Echávarri, 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

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-

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
a new 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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Nuclear comeback
Some European countries are changing their nuclear power policies to avoid 
fossil-fuel dependency and greenhouse-gas emissions
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LEADING THE NEWS

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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approval ratings have left the
French president in a bind: Mr.
Sarkozy had pledged to energize
France’s economy by trimming its
large state sector; he is now under
pressure to increase minimum
wages and nationalize banks to put
the state in the driver’s seat.

Mr. Sarkozy’s position under-
scores a deeper problem faced by
all European governments: how to
plow scarce budget resources into
struggling economies in the short
term, while balancing long-term
economic and social priorities.

“People must accept the idea
that they need to tighten their belts
because the days of debt-fueled
growth are over,” says Patrick Ar-
tus, chief economist at French bank
Natixis SA. “I am not sure that’s
what people want to hear, though.”

In the U.K., the government has
announced a one-year cut in the
sales tax as part of a broader at-
tempt to boost spending. In France,

however, the government has so far
shunned such measures for fear
that a sudden household-buying
spree would go largely toward
spending on imported
products.

In a concession to
unions, Mr. Sarkozy said
on Thursday that an esti-
mated Œ1.4 billion the gov-
ernment expects to earn
from emergency loans to
French banks would be al-
located to social mea-
sures. The president said
he would also meet with
union representatives on
Feb. 18 to discuss the possi-
bility of increasing unemployment
benefits.

Still, the question is whether Mr.
Sarkozy can keep popular protests
under control until his anticrisis
recipe takes effect.

In the overseas French territory
of Guadeloupe, the government has
asked private companies to grant

employees a general pay increase
of 2% as it tries to put an end to a
general strike that has plagued the
Caribbean island for two weeks.

In Paris, about 5,000 sci-
entists took to the streets
on Thursday to protest
against Mr. Sarkozy’s plan
to break France’s heavily
centralized scientific-re-
search system into more au-
tonomous laboratories.

Political resistance to
Mr. Sarkozy could come
from the New Anti-Capital-
ist Party, or NPA, a move-
ment that will be formally
launched this weekend but

has already emerged as a leading op-
position force to the new president.

Founded by Olivier Besancenot,
a part-time postman, the NPA
wants the government to outlaw
subsidies for companies that relo-
cate jobs overseas. The party is also
asking for an across-the-board
Œ300 pay increase and a ban on job

cuts when companies record prof-
its.

“Guadeloupe is showing us the
way,” Alain Krivine, a veteran
Trotskyite and mentor to Mr. Besan-
cenot, said in a telephone inter-
view. “We must engage in a long-
term strike, not just a one-day pro-
test.”

Amid growing social discontent,
Mr. Sarkozy is trying to put his stim-
ulus package on a fast track. This
week, his government began ear-
marking funds for 1,000 “ready-for-
the-shovel” projects. But France’s
bureaucracy is already choking un-
der the avalanche of assignments.

In Perigueux, the homeland of
foie gras in southwestern France, lo-
cal authorities said they were
happy to see their city included on
the new list of projects. Perigueux
will receive Œ1 million to repair its
cathedral’s leaky domes—work
that had been pushed back several
times for lack of funds.

But city officials say they don’t

know when work will actually start
and “how long it will take before
state subsidies trickle into our pock-
ets.”

Continued from first page

Note: Most recent survey was conducted on Feb. 4 
with 1,012 respondents aged 18 years or more
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Losing faith
How the French people rate their 
trust that President Nicolas Sarkozy 
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Street firms long relied for much of
their profit on massive risk-taking
by aggressive traders deploying the
firms’ own money; with that game
over, companies are struggling to
find fresh sources of revenue.

But first they must stabilize
their institutions after losses left by
former Masters of the Universe.
Last month, Deutsche Bank shut
down Mr. Weinstein’s operation and
wound down many of his positions.

Mr. Weinstein, 35 years old, was
at the vanguard of explosive growth
of “proprietary” trading, in which
banks gambled with large chunks of
their own capital. Complex instru-
ments let them augment their bets
with borrowed money, multiplying
profits when things went right but
magnifying losses during bad times
as well.

Speaking to analysts on Thurs-
day, Mr. Ackermann said that to
earn a $1.5 billion profit from propri-
etary trading, the bank needed to
risk several times that amount in
capital. “You can easily lose two to
three billion. That’s what we have
seen in 2008 and something we
don’t want to see again,” he said.

The cerebral Mr. Weinstein used
to play down the complexity of his
trading, saying that he used com-
mon sense and simple mathematics.
He sometimes would quip, deliberat-
ing conflating two clichés: “It’s not
rocket surgery.” But he has also
boasted that people viewed him as
the “best credit trader in the
world.”

Prominent investors who have
worked with Mr. Weinstein expect
the trader to rebound from his big
losses. “If he made a mistake he’ll
learn a ton from it,” said William
Ackman, manager of Pershing
Square Capital Management LP, a
New York hedge fund.

His rise was swift. Mr. Weinstein
became a chess “life master” at 16, a
card-counting blackjack ace when
he was 20 and a player in the eso-
teric world of credit derivatives at
24, when he joined Deutsche Bank.
According to an account provided
by a number of current and former
Deutsche Bank traders, Mr. Wein-
stein surged to the top of Deutsche
Bank’s credit-trading desk using tac-
tics involving credit-default swaps,
a form of insurance against bond
defaults.

His group—which he named

“Saba,” Hebrew for grandfatherly
wisdom—generated profits totaling
about $900 million in 2006 and
$600 million in 2007, according to
estimates by The Wall Street Jour-
nal. Over seven years, the group had
trading losses in just four quarters,
a person familiar with the matter
says.

Mr. Weinstein brought in traders
who shared his interest in gambling.
An early hire was Bing Wang, who
finished 34th in the World Series of
Poker in 2005. On Fridays after the
closing bell, Saba traders, often in-
cluding Mr. Weinstein, would
gather for poker in a conference
room off the trading floor, with a
$100 “buy-in” to sit at the table. And
a few times a year, Mr. Weinstein
joined several Deutsche Bank trad-
ers—members of a secretive black-
jack team who’d attended Massachu-
setts Institute of Technology—to hit
the blackjack tables in Las Vegas.

In the office, Mr. Weinstein’s sig-
nature bet was a strategy called
“capital structure arbitrage,” a
trade based on gaps in pricing be-
tween various securities of a single
company. For instance, if he
thought its bonds were undervalued
relative to its stock, he might take
bullish positions on the bonds and si-
multaneously bet against the stock,
waiting for the disparity to shrink
or vanish.

In 2005, Mr. Weinstein used
swaps to bet on a rise in the value of
General Motors debt. He also
shorted, or bet against, GM’s stock,
which was trading at about $30 a
share.

Then disaster struck. In May of
that year, billionaire Kirk Kerkorian
made a surprise tender offer for GM
shares, sending them higher. Days
later, credit-rating firms down-
graded GM’s debt. Suddenly, both
sides of the trade were going
against Mr. Weinstein.

He huddled with his lieutenants
at the New York apartment of a Saba
trader. One option was to try to mini-
mize losses by paring the securities
positions. Mr. Wang, the poker ex-
pert, argued for adding to them, say
traders who were present. If the rise
in the stock and drop in the debt
proved temporary, huge profits
could be made. “Load the boat,” Mr.
Wang recommended, says a person
who attended the meeting.

Over the following months, Mr.
Weinstein’s group added to its bull-

ish bond position, through more GM
credit-default swaps. By the end of
2005, the bet paid off handsomely,
as GM’s stock price declined and its
bonds recovered. Mr. Wang, no
longer at Deutsche Bank, couldn’t
be reached to comment.

One day in 2005, a Russian em-
ployee on the bank’s trading desk
challenged him to a “blindfold”
chess match, in which Mr. Weinstein
would play with his back to the
board. With more than 100 employ-
ees watching, some placing bets,
Mr. Weinstein won in about two
hours.

He believed his chess abilities
gave him the ability to see several
moves ahead in trading. For in-
stance, in early 2007, as it grew
clear that lending excesses afflicted
markets such as housing,
Mr. Weinstein bet that
short-term interest rates
would fall quickly once the
credit bubble popped and
the Federal Reserve eased
monetary policy, a former
trader recalls. Mr. Wein-
stein bought instruments
that would profit if the gap
between long-term rates
and short-term rates wid-
ened. The trade paid off
when the Fed began cutting
short-term rates in September
2007.

By early 2008, Mr. Weinstein
was at the top of his game. He, along
with a colleague in London, was
overseeing global credit trading for
all of Deutsche Bank. His own trad-
ing group, Saba, had grown wildly,
to roughly $30 billion of positions
and $10 billion in capital. And his
control also extended to the bank’s
trading for customers.

Wall Street traders were optimis-
tic in early 2008 that the mortgage
crisis was contained, though there
were some strains in short-term
lending markets, causing corporate-
bond prices to decline. On several
businesses, such as Ford Motor Co.,
Lyondell Chemical Co. and General
Electric Capital Corp., Mr. Wein-
stein bought corporate bonds or
loans as well as credit-default
swaps.

The swaps would pay off if the
debt defaulted. And the cost of this
protection was less than the income
produced by the bonds. He believed
the debt was cheap relative to the
cost of protecting it with swaps.

Corporate bond prices soon ral-
lied, leading to a tidy profit for Mr.
Weinstein’s group, after the Fed’s
brokering of a deal for reeling Bear
Stearns Cos. stabilized the credit
markets.

Emboldened, Mr. Weinstein
added to his positions in the follow-
ing months. His group entered Sep-
tember in the black for the year
and expecting to tack on more
gains.

But the simmering financial cri-
sis finally boiled over. The govern-
ment said early in September that it
would take over mortgage
giants Freddie Mac and Fannie Mae.
And Lehman Brothers Holdings Inc.
was teetering. Traders worried
about losses they might incur if Leh-
man failed.

At mid-month, Lehman
filed for bankruptcy and a
struggling Merrill Lynch &
Co. agreed to sell itself to
Bank of America Corp.
Within days, the govern-
ment bailed out another
huge player in credit deriv-
atives, American Interna-
tional Group Inc.

Brooding in his office
overlooking Wall Street,
Mr. Weinstein remained
outwardly calm as markets

went haywire, traders say. The
value of his group’s holdings of cor-
porate bonds and loans began to
slide as other investors, needing to
raise money, sold such securities.

At the same time, trading in
credit-default swaps was curtailed
because market players were con-
cerned about entering trades with
banks that potentially could col-
lapse. This left Mr. Weinstein’s
group increasingly unprotected
against losses in corporate bonds
and loans, because it used swaps to
hedge those positions

Mr. Weinstein wasn’t alone. Simi-
lar positions held by banks and
hedge funds across Wall Street fell
apart amid the seismic dislocations
after the Lehman collapse.

As prices of corporate bonds and
loans slumped to new lows and
stocks plunged, too, Mr. Weinstein
wanted to buy more swaps to pro-
tect his positions, traders say. He
told traders that in such a trading en-
vironment, “the primary objective
is to get as flat as possible to the
market,” according to a person fa-
miliar with the conversation.

But in contentious conference
calls, risk managers at Deutsche
Bank told Mr. Weinstein to scale
back positions or sell them entirely,
traders say. Mr. Weinstein’s stock-
trading desk was instructed to sell
nearly every holding, effectively
shutting it down.

A frustrated Mr. Weinstein
pleaded with executives for more
freedom, arguing that he long had
been given wide latitude to set his
trading strategies, traders say. Deut-
sche Bank, seeking to contain the
damage, said no.

The Friday poker games, which
had slowed throughout 2008, had al-
ready come to a stop. In his office,
Mr. Weinstein often huddled with as-
sociates, trying to figure out a way
to stop the bleeding. But losses
worsened, continuing into early Oc-
tober. Mr. Weinstein would hole up
in his office for long stretches, star-
ing at multiple trading screens on
his desk, say associates.

Among his traders, the flow of in-
formation ground to a halt. Typi-
cally, junior traders with group’s
various desks distributed daily
emails showing their profits and
losses. Abruptly, these stopped cir-
culating. Among Saba traders who
weren’t privy to the losing posi-
tions, rumors of huge losses began
to swirl.

Traders, called to meetings in
Mr. Weinstein’s office, returned
tight-lipped. Some tried gallows hu-
mor to break the tension. In late No-
vember, a trader was conducting a
tour of Mr. Weinstein’s operation
for visitors. “If you come back two
weeks from now, this space will be
empty,” the trader said, according
to a person familiar with the matter.

By the end of the year, the
group’s losses totaled $1.8 billion.

Some positions that Deutsche
Bank held on to rebounded by about
$600 million in January as credit
markets eased, traders say. But Mr.
Weinstein announced early in the
month that he would be leaving the
bank to launch a hedge fund, a move
he had been contemplating for at
least a year.

For now he is still at the bank,
working out of its New York office
while looking for investors, several
of whom have already committed to
his fund. He expects to start trading
in the summer.

People familiar with the fund say
it is likely to be called Saba.

Continued from first page

Deutsche Bank’s poker star folded his hand too late

Financial crisis damps Sarkozy’s big plans, and his popularity
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Buffett to add capital at Swiss Re
Berkshire could hold
20% stake in future;
a vote of confidence

By Neil Shah

and Goran Mijuk

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-

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
a price 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
losses in its property and ca-
sualty business.

“It’s a vote 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

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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52-WEEK SHARE-PRICE PERFORMANCE

Source: Thomson Reuters Datastream

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

Swiss Re

Incheon Grand Bridge, Seoul, South Korea.
Photo: AMEC / Incheon Bridge Company
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.76% 9 World -a % % 159.94 0.57% –40.5% 6.15% 9 U.S. Select Dividend -b % % 479.34 –1.39% –42.0%

3.16% 11 Global Dow 1021.50 –0.30% –35.1% 1395.62 –0.44% –42.4% 4.75% 13 Infrastructure 1246.40 –0.06% –26.8% 1528.79 –0.19% –35.1%

4.79% 9 Stoxx 600 194.50 –0.09% –38.1% 186.50 –0.42% –45.2% 2.73% 5 Luxury 542.80 –0.90% –42.0% 592.04 –1.03% –48.5%

4.82% 9 Stoxx Large 200 211.40 –0.19% –37.7% 201.59 –0.53% –44.8% 2.74% 7 BRIC 50 248.40 0.38% –47.7% 304.63 0.25% –53.6%

4.66% 10 Stoxx Mid 200 169.30 0.31% –39.0% 161.41 –0.03% –46.0% 4.06% 3 Africa 50 528.20 –0.11% –50.7% 431.33 –0.24% –56.3%

4.52% 10 Stoxx Small 200 102.40 0.85% –41.9% 97.58 0.51% –48.6% 7.68% 4 GCC % % 1091.04 –1.48% –62.3%

4.91% 8 Euro Stoxx 211.10 –0.21% –40.0% 202.42 –0.55% –46.9% 4.56% 9 Sustainability 639.00 –1.28% –35.6% 689.82 –2.01% –43.2%

4.91% 8 Euro Stoxx Large 200 226.60 –0.27% –40.3% 215.88 –0.61% –47.1% 2.92% 10 Islamic Market -a % % 1428.62 1.04% –33.8%

4.87% 9 Euro Stoxx Mid 200 193.10 –0.06% –38.0% 183.93 –0.39% –45.1% 3.24% 10 Islamic Market 100 1492.30 –0.24% –20.2% 1633.03 –0.98% –29.7%

5.03% 11 Euro Stoxx Small 200 114.00 0.43% –40.9% 108.50 0.10% –47.7% 3.24% 10 Islamic Turkey -c % % % %

8.68% 6 Stoxx Select Dividend 30 1141.40 –0.48% –56.5% 1254.11 –0.81% –61.5% 2.83% 12 Wilshire 5000 % % 8328.31 –0.96% –38.4%

7.23% 7 Euro Stoxx Select Div 30 1270.20 –0.49% –54.8% 1401.01 –0.82% –59.9% % DJ-AIG Commodity 118.70 0.70% –35.2% 110.64 0.36% –42.6%

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

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

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

Australia 1.5348 2.2464 1.3182 0.1853 0.0423 0.2244 0.0170 0.3784 1.9695 0.2643 1.2471 ...

 Canada 1.2307 1.8012 1.0570 0.1486 0.0339 0.1799 0.0136 0.3034 1.5792 0.2119 ... 0.8018

 Denmark 5.8067 8.4990 4.9873 0.7010 0.1599 0.8491 0.0643 1.4317 7.4512 ... 4.7184 3.7834

 Euro 0.7793 1.1406 0.6693 0.0941 0.0215 0.1139 0.0086 0.1921 ... 0.1342 0.6332 0.5078

 Israel 4.0558 5.9362 3.4834 0.4896 0.1117 0.5930 0.0449 ... 5.2043 0.6985 3.2956 2.6425

 Japan 90.3000 132.1676 77.5573 10.9009 2.4859 13.2037 ... 22.2647 115.8730 15.5510 73.3759 58.8350

 Norway 6.8390 10.0099 5.8739 0.8256 0.1883 ... 0.0757 1.6862 8.7758 1.1778 5.5572 4.4560

 Russia 36.3254 53.1677 31.1993 4.3852 ... 5.3115 0.4023 8.9565 46.6128 6.2558 29.5172 23.6678

 Sweden 8.2837 12.1244 7.1147 ... 0.2280 1.2112 0.0917 2.0425 10.6296 1.4266 6.7312 5.3972

 Switzerland 1.1643 1.7041 ... 0.1406 0.0321 0.1702 0.0129 0.2871 1.4940 0.2005 0.9461 0.7586

 U.K. 0.6832 ... 0.5868 0.0825 0.0188 0.0999 0.0076 0.1685 0.8767 0.1177 0.5552 0.4452

 U.S. ... 1.4636 0.8589 0.1207 0.0275 0.1462 0.0111 0.2466 1.2832 0.1722 0.8126 0.6515

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 371.25 13.00 3.63% 816.00 305.50
Soybeans (cents/bu.) CBOT 980.00 30.50 3.21 1,653.50 779.25
Wheat (cents/bu.) CBOT 561.75 19.50 3.60 1,275.00 471.00
Live cattle (cents/lb.) CME 86.500 0.550 0.64 119.200 82.400
Cocoa ($/ton) ICE-US 2,770 33 1.21 3,214 1,910
Coffee (cents/lb.) ICE-US 119.20 3.30 2.85 181.60 102.15
Sugar (cents/lb.) ICE-US 12.98 0.39 3.10 15.85 9.89
Cotton (cents/lb.) ICE-US 49.71 0.04 0.08 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,845.00 unch. unch. 2,052 1,350
Cocoa (pounds/ton) LIFFE 1,943 –3 –0.15% 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,649 52 3.26 2,400 1,542

Copper (cents/lb.) COMEX 150.00 –3.10 –2.02 398.40 125.50
Gold ($/troy oz.) COMEX 914.20 12.00 1.33 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1275.00 28.00 2.25 2,122.50 8.50
Aluminum ($/ton) LME 1,446.00 29.00 2.05 3,340.00 1,326.00
Tin ($/ton) LME 11,150.00 –240.00 –2.11 25,450.00 9,750.00
Copper ($/ton) LME 3,389.00 unch. unch. 8,811.00 2,815.00
Lead ($/ton) LME 1,170.00 –25.00 –2.09 3,460.00 870.00
Zinc ($/ton) LME 1,164.00 –16.00 –1.36 2,840.00 1,065.00
Nickel ($/ton) LME 11,600 –5 –0.04 33,600 9,000

Crude oil ($/bbl.) NYMEX 41.17 0.85 2.11 148.35 38.00
Heating oil ($/gal.) NYMEX 1.3672 0.0402 3.03 4.2895 1.2396
RBOB gasoline ($/gal.) NYMEX 1.2748 0.0564 4.63 3.6130 0.8708
Natural gas ($/mmBtu) NYMEX 4.642 0.045 0.98 14.169 4.280
Brent crude ($/bbl.) ICE-EU 48.15 2.06 4.47 150.45 41.01
Gas oil ($/ton) ICE-EU 424.50 –4.00 –0.93 1,345.25 402.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 5
Per In

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

Argentina peso-a 4.4768 0.2234 3.4888 0.2866

Brazil real 2.9604 0.3378 2.3071 0.4335

Canada dollar 1.5792 0.6332 1.2307 0.8126
1-mo. forward 1.5797 0.6330 1.2311 0.8123

3-mos. forward 1.5796 0.6331 1.2310 0.8124
6-mos. forward 1.5776 0.6339 1.2294 0.8134

Chile peso 793.21 0.001261 618.15 0.001618
Colombia peso 3171.88 0.0003153 2471.85 0.0004046

Ecuador US dollar-f 1.2832 0.7793 1 1
Mexico peso-a 18.3700 0.0544 14.3158 0.0699

Peru sol 4.1621 0.2403 3.2435 0.3083
Uruguay peso-e 29.000 0.0345 22.600 0.0442

U.S. dollar 1.2832 0.7793 1 1
Venezuela bolivar 2.76 0.362922 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9695 0.5078 1.5348 0.6516
China yuan 8.7726 0.1140 6.8365 0.1463

Hong Kong dollar 9.9492 0.1005 7.7534 0.1290
India rupee 62.5496 0.0160 48.7450 0.0205

Indonesia rupiah 14981 0.0000667 11675 0.0000857
Japan yen 115.87 0.008630 90.30 0.011074

1-mo. forward 115.81 0.008635 90.25 0.011080
3-mos. forward 115.60 0.008650 90.09 0.011100

6-mos. forward 115.29 0.008674 89.85 0.011130
Malaysia ringgit-c 4.6383 0.2156 3.6146 0.2767

New Zealand dollar 2.4958 0.4007 1.9450 0.5142
Pakistan rupee 101.020 0.0099 78.725 0.0127

Philippines peso 60.753 0.0165 47.345 0.0211
Singapore dollar 1.9306 0.5180 1.5045 0.6647

South Korea won 1776.46 0.0005629 1384.40 0.0007223
Taiwan dollar 43.221 0.02314 33.682 0.02969
Thailand baht 44.854 0.02229 34.955 0.02861

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

Euro zone euro 1 1 0.7793 1.2832

1-mo. forward 1.0004 0.9996 0.7796 1.2826

3-mos. forward 1.0008 0.9992 0.7800 1.2821

6-mos. forward 1.0008 0.9992 0.7799 1.2822

Czech Rep. koruna-b 27.979 0.0357 21.804 0.0459

Denmark krone 7.4512 0.1342 5.8067 0.1722

Hungary forint 293.21 0.003411 228.50 0.004376

Norway krone 8.7758 0.1139 6.8390 0.1462

Poland zloty 4.6137 0.2167 3.5955 0.2781

Russia ruble-d 46.613 0.02145 36.325 0.02753

Sweden krona 10.6296 0.0941 8.2837 0.1207

Switzerland franc 1.4940 0.6693 1.1643 0.8589

1-mo. forward 1.4932 0.6697 1.1637 0.8593

3-mos. forward 1.4912 0.6706 1.1621 0.8605

6-mos. forward 1.4877 0.6722 1.1594 0.8626

Turkey lira 2.0989 0.4764 1.6357 0.6114

U.K. pound 0.8767 1.1406 0.6832 1.4637

1-mo. forward 0.8770 1.1402 0.6835 1.4631

3-mos. forward 0.8773 1.1398 0.6837 1.4626

6-mos. forward 0.8774 1.1397 0.6838 1.4625

MIDDLE EAST/AFRICA

Bahrain dinar 0.4837 2.0672 0.3770 2.6526

Egypt pound-a 7.1323 0.1402 5.5583 0.1799

Israel shekel 5.2043 0.1921 4.0558 0.2466

Jordan dinar 0.9093 1.0997 0.7087 1.4111

Kuwait dinar 0.3782 2.6439 0.2948 3.3926

Lebanon pound 1934.42 0.0005169 1507.50 0.0006634

Saudi Arabia riyal 4.8134 0.2078 3.7511 0.2666

South Africa rand 12.6844 0.0788 9.8850 0.1012

United Arab dirham 4.7133 0.2122 3.6731 0.2723

SDR -f 0.8582 1.1652 0.6688 1.4952

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 9 EUROPE DJ Stoxx 600 194.50 –0.17 –0.09% –1.2% –38.1%

 9 DJ Stoxx 50 2012.71 –5.53 –0.27 –2.6% –36.2%

 8 Euro Zone DJ Euro Stoxx 211.10 –0.45 –0.21 –5.3% –40.0%

 8 DJ Euro Stoxx 50 2293.23 –4.50 –0.20 –6.5% –38.0%

 5 Austria ATX 1691.38 –46.61 –2.68 –3.4% –55.1%

 7 Belgium Bel-20 1907.22 0.73 0.04% –0.1% –47.8%

 6 Czech Republic PX 729.1 –20.3 –2.71 –15.0% –51.4%

 9 Denmark OMX Copenhagen 238.76 –4.32 –1.78 5.6% –39.3%

 9 Finland OMX Helsinki 5214.50 –15.14 –0.29 –3.5% –49.5%

 7 France CAC-40 3066.29 –2.70 –0.09 –4.7% –35.1%

 9 Germany DAX 4510.49 17.70 0.39 –6.2% –33.0%

 … Hungary BUX 11691.28 –199.43 –1.68 –4.5% –48.1%

 2 Ireland ISEQ 2386.94 –8.28 –0.35 1.9% –63.0%

 6 Italy S&P/MIB 18013 –2 –0.01 –7.4% –45.8%

 4 Netherlands AEX 252.51 –2.28 –0.89 2.7% –41.6%

 6 Norway All-Shares 270.26 –3.15 –1.15 …% –41.7%

 17 Poland WIG 23319.22 83.14 0.36 –14.4% –50.7%

 10 Portugal PSI 20 6350.70 –68.28 –1.06 0.1% –43.0%

 … Russia RTSI 513.12 –1.77 –0.34% –18.8% –72.8%

 7 Spain IBEX 35 8440.2 –55.2 –0.65 –8.2% –34.5%

 15 Sweden OMX Stockholm 198.35 –0.74 –0.37 –2.9% –34.5%

 11 Switzerland SMI 5106.85 –118.61 –2.27 –7.7% –31.2%

 … Turkey ISE National 100 25774.21 –366.85 –1.40 –4.1% –38.4%

 8 U.K. FTSE 100 4228.93 0.33 0.01% –4.6% –26.1%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.04 –0.88 –1.01 –8.1% –40.2%

 … Australia SPX/ASX 200 3428.6 –9.3 –0.27 –7.9% –38.7%

 … China CBN 600 17593.82 –159.72 –0.90 19.2% –54.4%

 8 Hong Kong Hang Seng 13178.90 115.01 0.88 –8.4% –43.8%

 11 India Sensex 9090.88 –110.97 –1.21 –5.8% –48.1%

 … Japan Nikkei Stock Average 7949.65 –89.29 –1.11 –10.3% –39.8%

 … Singapore Straits Times 1704.60 –2.79 –0.16 –3.2% –41.9%

 11 South Korea Kospi 1177.88 –17.49 –1.46 4.7% –30.6%

 10 AMERICAS DJ Americas 214.57 3.68 1.74 –5.1% –38.0%

 … Brazil Bovespa 41177.36 1048.32 2.61 9.7% –30.4%

 11 Mexico IPC 19715.90 93.30 0.48 –11.9% –29.9%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 4, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 9 ALL COUNTRY (AC) WORLD* 210.31 0.64% –7.6% –43.1%

4.00% 9 World (Developed Markets) 847.95 0.50% –7.9% –42.2%

3.60% 10 World ex-EMU 99.98 0.29% –7.1% –40.7%

3.90% 10 World ex-UK 847.33 0.24% –8.3% –41.5%

5.00% 8 EAFE 1,130.47 1.66% –8.6% –44.7%

4.20% 8 Emerging Markets (EM) 535.97 2.02% –5.5% –50.8%

5.60% 7 EUROPE 68.10 2.54% –1.9% –39.5%

6.30% 7 EMU 125.14 1.68%–11.9% –49.2%

5.70% 8 Europe ex-UK 74.12 2.03% –4.5% –39.4%

7.80% 5 Europe Value 74.12 3.12% –4.4% –44.1%

3.70% 10 Europe Growth 60.70 2.02% 0.4% –34.8%

5.50% 7 Europe Small Cap 103.01 2.69% 2.0% –45.6%

4.80% 3 EM Europe 141.35 1.65%–11.0% –64.5%

5.50% 6 UK 1,252.34 1.60% –4.7% –28.5%

5.60% 8 Nordic Countries 99.20 4.09% 1.2% –44.6%

3.70% 3 Russia 370.08 1.32%–10.2% –70.6%

4.70% 10 South Africa 547.68 0.47% –5.4% –19.3%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 228.49 1.16% –7.6% –50.6%

2.90% 11 Japan 489.21 2.56% –7.7% –42.7%

3.40% 9 China 37.76 3.34% –7.4% –43.6%

1.80% 10 India 352.39 0.37% –4.6% –51.8%

2.40% 9 Korea 330.53 3.12% 7.7% –26.1%

9.30% 7 Taiwan 165.79 0.57% –4.4% –44.1%

3.00% 13 US BROAD MARKET 907.34 –0.66% –7.6% –39.4%

2.50% 56 US Small Cap 1,126.65 –0.70% –9.6% –39.4%

4.00% 9 EM LATIN AMERICA 2,130.49 1.82% 2.5% –48.3%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Inditex, Tata Group to open Zara stores in India

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

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

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

Sources: the company (income); Thomson Reuters Datastream (prices)

LVMH’s net income 52-week stock performance

It’s all about the bag
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Ensemble from the men's fall-winter 2009/2010 collection
by French fashion house Louis Vuitton shown in Paris
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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 Œ7.35 billion ($9.45 billion)
in the nine-month period through
October.

—Luis Morais and Santiago Perez
contributed to this article.

A WSJ NEWS ROUNDUP

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

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.
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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
Œ17.2 billion ($22.1 billion) for the
year ended Dec. 31, compared with
the previous year, and that full-year
profit was flat at Œ2 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 Œ5.2 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 scale is very important in this in-

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

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-

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 Œ3.1 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.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.60 $25.15 0.49 1.99%
Alcoa AA 24.40 8.06 0.24 3.07%
AmExpress AXP 25.60 17.03 0.67 4.10%
BankAm BAC 733.40 4.84 0.14 2.98%
Boeing BA 8.40 42.72 0.75 1.79%
Caterpillar CAT 17.10 31.61 1.01 3.30%
Chevron CVX 13.60 73.25 1.65 2.30%
Citigroup C 210.90 3.53 0.04 1.15%
CocaCola KO 9.80 42.69 0.29 0.68%
Disney DIS 33.70 18.71 –0.29 –1.53%
DuPont DD 7.20 23.79 0.51 2.19%
ExxonMobil XOM 36.50 79.78 2.12 2.73%
GenElec GE 188.20 10.85 –0.41 –3.64%
GenMotor GM 9.00 2.86 0.14 5.15%
HewlettPk HPQ 25.80 35.09 –0.94 –2.61%
HomeDpt HD 22.80 22.40 0.67 3.08%
Intel INTC 53.40 14.25 0.37 2.67%
IBM IBM 10.60 92.41 –0.42 –0.45%
JPMorgChas JPM 76.00 24.54 0.50 2.08%
JohnsJohns JNJ 13.00 58.11 0.15 0.26%
KftFoods KFT 13.00 26.00 –0.11 –0.42%
McDonalds MCD 10.10 58.36 0.50 0.86%
Merck MRK 12.20 30.10 0.20 0.67%
Microsoft MSFT 66.50 19.04 0.41 2.20%
Pfizer PFE 72.20 14.50 –0.07 –0.48%
ProctGamb PG 16.00 53.32 0.80 1.52%
3M MMM 4.70 51.55 0.71 1.40%
UnitedTech UTX 6.00 48.05 0.52 1.09%
Verizon VZ 19.60 31.19 0.58 1.89%
WalMart WMT 31.30 48.56 2.14 4.61%

Dow Jones Industrial Average P/E: 19
LAST: 8063.07 s 106.41, or 1.34%

YEAR TO DATE: t 713.32, or 8.1%

OVER 52 WEEKS t 4,183.93, or 34.2%

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

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

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

Fiat "1,443" –135 –72 546 Bay Motoren Werke  289 3 37 22

TUI AG "1,528" –92 –143 548 Swiss Reins 522 3 31 –52

Seat Pagine Gialle  "1,731" –77 –106 351 Renault 379 3 51 64

Xstrata  881 –72 –235 –236 Std Chartered Bk 203 3 9 50

Gecina "1,284" –71 –88 –39 Peugeot SA 378 3 50 75

ArcelorMittal Fin 997 –68 –191 –151 Nuon NV 95 5 5 –5

Endesa  482 –54 –85 32 AB Volvo 467 5 43 –27

Contl AG 975 –54 84 –151 C de Aho Y Monte de Piedad de Madrid 285 9 10 23

Glencore Intl  "1,245" –51 –47 –359 Corus Group  1688 23 232 548

Societe Air France 529 –49 –28 –21 Porsche Automobil Hldg 606 29 60 27

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $12.7 0.22 5.77% –92.8% –95.6%

ArcelorMittal Luxembourg Iron & Steel 38.6 20.73 3.34 –54.0 ...

Barclays U.K. Banks 12.2 1.00 3.20 –76.9 –83.9

SAP Germany Software 46.0 29.25 2.60 –9.0 –30.6

Siemens Germany Diversified Industrials 54.8 46.66 1.68 –44.9 –38.6

UBS Switzerland Banks $32.8 13.00 –6.47% –64.6 –79.0

Unilever Netherlands Food Products 35.5 16.14 –6.00 –23.3 –18.4

Soc. Generale France Banks 22.6 30.37 –5.67 –59.7 –70.9

Deutsche Bk Germany Banks 14.9 20.35 –4.19 –73.0 –77.5

Iberdrola Spain Conventional Electricity 37.3 5.82 –3.00 –42.5 –4.6

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

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

BHP Billiton 41.9 12.85 1.26% –12.5% 27.7%
U.K. (General Mining)
Sanofi-Aventis 77.1 45.70 1.03 –12.4 –39.5
France (Pharmaceuticals)
GDF Suez 90.4 32.14 0.96 –11.4 23.1
France (Multiutilities)
ENI 89.1 17.33 0.93 –18.0 –28.9
Italy (Integrated Oil & Gas)
Allianz SE 39.0 67.22 0.89 –41.7 –49.2
Germany (Full Line Insurance)
France Telecom 62.4 18.58 0.87 –20.7 –1.4
France (Fixed Line Telecom)
GlaxoSmithKline 106.8 12.77 0.71 18.5 –14.9
U.K. (Pharmaceuticals)
E.ON 67.2 26.16 0.62 –38.4 –12.8
Germany (Multiutilities)
Bayer 41.9 42.72 0.54 –21.4 24.7
Germany (Specialty Chemicals)
Royal Dutch Shell 89.2 19.58 0.41 –15.2 –25.8
U.K. (Integrated Oil & Gas)
BP 151.6 5.02 0.35 –6.4 –22.6
U.K. (Integrated Oil & Gas)
AXA 34.7 12.95 0.31 –41.3 –52.8
France (Full Line Insurance)
Telefonica 87.2 14.44 0.28 –25.2 12.8
Spain (Fixed Line Telecom)
Astrazeneca 55.9 26.28 0.23 32.8 –2.0
U.K. (Pharmaceuticals)
Nokia 48.8 10.00 0.20 –57.7 –34.2
Finland (Telecom Equipment)
ABB 30.9 15.50 0.06 –39.4 12.3
Switzerland (Industrial Machinery)
BNP Paribas 32.4 27.70 0.04 –54.1 –62.6
France (Banks)
Novartis 111.4 49.04 0.04 –8.9 –30.7
Switzerland (Pharmaceuticals)
Tesco 42.0 3.65 –0.14 –5.6 14.0
U.K. (Food Retailers & Wholesalers)
Anglo Amer 27.5 14.00 –0.14 –51.4 –33.8
U.K. (General Mining)

British Amer Tob 54.8 18.50 –0.22% 2.3% 40.5%
U.K. (Tobacco)
Assicurazioni Genli 29.2 16.14 –0.37 –42.2 –38.3
Italy (Full Line Insurance)
Total 124.1 40.77 –0.48 –14.6 –24.6
France (Integrated Oil & Gas)
Diageo 38.0 9.42 –0.84 –7.0 10.5
U.K. (Distillers & Vintners)
BASF 28.4 24.09 –0.86 –42.8 –25.3
Germany (Commodity Chemicals)
Koninklijke Philips 19.4 14.99 –0.89 –42.9 –46.0
Netherlands (Consumer Electronics)
HSBC Hldgs 94.9 5.40 –0.92 –26.2 –43.3
U.K. (Banks)
Intesa Sanpaolo 35.2 2.32 –1.07 –49.0 –52.0
Italy (Banks)
Vodafone Grp 115.3 1.35 –1.13 –20.4 12.9
U.K. (Mobile Telecom)
Banco Santander 62.4 6.08 –1.14 –43.8 –44.9
Spain (Banks)
Banco Bilbao Vizcaya 35.7 7.41 –1.20 –44.8 –55.7
Spain (Banks)
Rio Tinto 27.0 18.37 –1.29 –64.8 –35.2
U.K. (General Mining)
UniCredit 22.4 1.31 –1.51 –72.2 –77.8
Italy (Banks)
Daimler 28.1 22.69 –1.56 –55.3 –52.6
Germany (Automobiles)
Deutsche Telekom 56.5 10.09 –1.61 –24.4 –25.6
Germany (Mobile Telecom)
Roche Hldg Pt. Ct. 87.8 145.40 –1.62 –24.7 –25.1
Switzerland (Pharmaceuticals)
ING Groep 17.1 6.40 –2.08 –69.6 –78.9
Netherlands (Life Insurance)
L.M. Ericsson Tel B 24.6 68.30 –2.15 7.2 –48.8
Sweden (Telecom Equipment)
Credit Suisse Grp 32.2 31.70 –2.76 –44.0 –59.1
Switzerland (Banks)
Nestle 126.2 38.34 –2.99 –18.2 1.0
Switzerland (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.35% 0.08% 2.3% 1.8% -5.0%
Event Driven -0.30% 0.71% -9.5% 1.3% -25.7%
Distressed Securities 0.25% -3.86% -14.7% -2.9% -36.3%

*Estimates as of 02/04/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.55 98.45% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.62 94.20 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.34 84.85 0.06 11.20 5.74 8.97

Asia ex-Japan IG: 10/1 3.52 93.76 0.02 6.63 1.99 3.57

Japan: 10/1 3.85 90.10 0.02 4.00 1.58 2.76

 Note: Data as of February 4

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

In percentage points
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BLUE CHIPS & BONDS

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

US: Bank revenues from equity capital markets

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

Source: Dealogic
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France cuts the price of entry
into cellular-phone market

Glaxo profit falls; more jobs to go

New-car registrations
tumble 31% in the U.K.

Unilever net jumps 51%
Price increases help
boost bottom line,
but outlook is murky

Re
ut
er
s

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.

ChiefExecutiveAndrewWittyreit-
erated Thursday that Glaxo isn’t seek-
ing a big acquisition akin to Pfizer
Inc.’s roughly $64 billion deal to buy
Wyeth,addingthatittooksixorseven
years for Glaxo’s research-and-devel-
opmentteamtorecoverfromthe2001
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
continuetoseekacquisitionsof,andal-
liances with, small biotech companies
or academic labs, he said. Glaxo now
has35such alliances,and35 ofits 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

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
18months,or about 8% ofthe 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.

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.

CORPORATE NEWS

Source: the company

Note: Amounts for 2007 and 2008 restated.
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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 Œ206 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 Œ619
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.

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.

ThebleakfigurescameasFordMo-
tor Co. said it will cut jobs in the U.K.,
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
encourageconsumerstobuynewcars.
France, for example, offers Œ1,000
($1,285)towardthecostofnewer,low-
pollutingcarstoownerswhoscrapve-
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
spike in sales. Butit appears carmak-
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,”thecar-mak-
ers group said. “With jobs being lost,
consumers appear unwilling to spend
onlargediscretionaryitemslikecars.”

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
oncarsshippedtoSouthKoreawithin
three years, end regulatory barriers
that limit imports and still allow the
EU to protect its market in the case of
a surge of imports from South Korea.
 —Matthew Dalton in Brussels

contributed to this article.

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%toŒ1.19billion($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
saleofits Bertolliolive oilunit.

Fourth-quarter revenue rose 3% to
Œ10.15 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 Œ5.29 billion and revenue rose
1% to Œ40.52 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,saidUnileverwouldprioritizeselling
more items, known as volume growth,
over what the industry calls “underly-
ing sales growth,” or sales adjusted for
theeffectsofcurrencychanges,acquisi-

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
commentonfuture pricerises.

“The first thing we will do is 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-
tinueto buythe company’s low-priced
productsduringthe recession.

“No 2009 guidance hardly instills
confidenceinthebusinesslookingfor-
wardto2009,”SanfordC.Bernsteinan-
alystAndrew Wood saidinanemail.

ADutchnationalandformertopex-
ecutive at Nestlé SA and Procter &
GambleCo.,Mr.PolmanisthefirstUni-
lever CEO from outside the company.
Someofthe first details ofhis strategy
emerged Thursday as he briefed jour-
nalists and analysts. He has intro-
duced a pay freeze for all managers
andcutthe2009travelbudgetby30%.
A plan announced in 2007 to close 60
or70factoriesby2010maybeacceler-
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.
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n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA NA NA NA.00 2.8 –35.3 –17.0
Parex Caspian Sea Eq EU EQ LVA 02/04 EUR 2.36 12.4 –73.2 NS
Parex Eastern Europ Bd EU BD LVA 02/04 USD 8.96 2.8 –35.3 –17.0
Parex Russian Eq EE EQ LVA 02/04 USD 7.76 –10.4 –73.6 –43.2

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/05 USD 101.46 –8.5 –52.8 –24.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/05 USD 97.31 –8.6 –53.3 –24.8
PF (LUX)-Biotech-Pca OT EQ LUX 02/04 USD 303.51 6.5 –7.3 1.1
PF (LUX)-CHF Liq-Pca CH MM LUX 02/04 CHF 124.03 0.0 1.5 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/04 CHF 93.62 0.1 1.5 1.7
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 02/04 EUR 112.88 –4.3 –42.1 –29.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/04 USD 77.75 –4.4 –37.3 –17.5
PF (LUX)-East Eu-Pca EU EQ LUX 02/04 EUR 124.32 –6.9 –72.0 –47.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/05 USD 87.03 –6.6 –58.4 –28.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/05 USD 287.66 –5.4 –57.7 –27.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/04 EUR 75.75 –0.9 –38.6 –26.0
PF (LUX)-EUR Bds-Pca EU BD LUX 02/04 EUR 367.37 –1.6 –0.4 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/04 EUR 279.56 –1.6 –0.4 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/04 EUR 125.88 0.8 –5.3 –2.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/04 EUR 88.50 0.8 –5.3 –2.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/04 EUR 96.66 7.2 –26.7 –19.8
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/04 EUR 56.03 7.2 –26.7 –19.8
PF (LUX)-EUR Liq-Pca EU MM LUX 02/04 EUR 134.96 0.2 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/04 EUR 97.27 0.2 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/04 EUR 304.29 –0.5 –43.1 –30.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/04 EUR 99.62 –1.5 –40.2 –29.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/04 USD 189.89 0.2 –6.5 –0.1
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/04 USD 129.18 0.2 –6.5 –0.1
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/04 USD 12.03 –6.2 –46.1 –28.8
PF (LUX)-Gr China-Pca AS EQ LUX 02/05 USD 198.56 –6.7 –47.5 –17.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/05 USD 176.39 –8.0 –63.1 –27.0
PF (LUX)-Jap Index-Pca JP EQ LUX 02/05 JPY 7461.29 –8.4 –42.6 –32.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/05 JPY 6696.85 –8.3 –45.2 –36.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/05 JPY 6532.79 –8.3 –45.6 –37.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/05 JPY 3613.97 –7.9 –42.2 –34.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/05 USD 141.20 –10.8 –52.2 –24.7
PF (LUX)-Piclife-Pca CH BA LUX 02/04 CHF 691.17 0.2 –15.5 –11.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/04 EUR 41.42 –6.2 –39.2 –29.2
PF (LUX)-Security-Pca GL EQ LUX 02/04 USD 71.62 0.2 –27.7 –17.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/04 EUR 333.02 2.1 –40.3 –29.2
PF (LUX)-US Eq-Ica US EQ LUX 02/04 USD 76.81 –5.9 –36.6 –20.5
PF (LUX)-USA Index-Pca US EQ LUX 02/04 USD 66.89 –7.7 –38.7 –23.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/04 USD 512.55 –3.4 5.9 7.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/04 USD 376.10 –3.4 5.9 7.7
PF (LUX)-USD Liq-Pca US MM LUX 02/04 USD 130.31 0.1 2.0 3.3
PF (LUX)-USD Liq-Pdi US MM LUX 02/04 USD 85.09 0.1 2.0 3.3
PF (LUX)-Water-Pca GL EQ LUX 02/04 EUR 106.12 3.0 –26.3 –17.8
PF (LUX)-WldGovBds-Pca GL BD LUX 02/05 USD 156.98 –4.8 3.0 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/05 USD 129.94 –4.8 3.0 8.3
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/04 USD 32.09 –22.7 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 02/04 USD 7.62 –2.8 –39.5 –27.3
Japan Fund USD JP EQ IRL 02/05 USD 13.65 –7.1 –15.0 –13.0

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 12/31 USD 126.59 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 12/31 USD 6.75 –58.8 –58.8 –25.1
Europn Conviction USD B EU EQ CYM 12/31 USD 126.28 10.6 10.6 8.6

Europn Forager USD B OT OT CYM 12/31 USD 178.94 –12.8 –12.8 –0.8
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 12/31 USD 13.99 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 12/31 USD 165.85 4.3 4.3 3.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 02/04 USD 55.14 –4.4 –58.6 –23.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/04 EUR 539.67 –4.2 –37.9 NS
Core Eurozone Eq B EU EQ IRL 02/04 EUR 622.77 –5.3 NS NS
Euro Fixed Income A EU BD IRL 02/04 EUR 1102.62 –2.6 –12.8 –7.0
Euro Fixed Income B EU BD IRL 02/04 EUR 1170.77 –2.5 –12.3 –6.5
Euro Small Cap A EU EQ IRL 02/04 EUR 857.24 1.1 –45.1 –36.1
Euro Small Cap B EU EQ IRL 02/04 EUR 913.31 1.2 –44.8 –35.7
Eurozone Agg Eq A EU EQ IRL 02/04 EUR 484.29 –2.5 –42.5 NS
Eurozone Agg Eq B EU EQ IRL 02/04 EUR 692.24 –2.5 –42.1 –29.0
Glbl Bd (EuroHdg) A GL BD IRL 02/04 EUR 1199.43 0.2 –8.4 –3.3
Glbl Bd (EuroHdg) B GL BD IRL 02/04 EUR 1266.27 0.2 –7.8 –2.7
Glbl Bd A EU BD IRL 02/04 EUR 1037.53 5.8 1.8 –1.3
Glbl Bd B EU BD IRL 02/04 EUR 1098.62 5.9 2.4 –0.7
Glbl Real Estate A OT EQ IRL 02/04 USD 572.08 –14.2 –54.7 –37.9
Glbl Real Estate B OT EQ IRL 02/04 USD 586.59 –14.1 –54.5 –37.5
Glbl Real Estate EH-A OT EQ IRL 02/04 EUR 543.10 –13.4 –52.9 –38.6
Glbl Real Estate SH-B OT EQ IRL 02/04 GBP 51.11 –13.8 –52.7 –37.9
Glbl Strategic Yield A EU BD IRL 02/04 EUR 1168.01 3.3 –21.2 –11.4
Glbl Strategic Yield B EU BD IRL 02/04 EUR 1243.09 3.4 –20.7 –10.8
Japan Equity A JP EQ IRL 02/04 JPY 9533.00 –7.8 –43.9 –33.8
Japan Equity B JP EQ IRL 02/04 JPY 10106.00 –7.7 –43.6 –33.4
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/04 USD 1172.22 –8.9 –52.2 –25.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/04 USD 1244.24 –8.8 –52.0 –24.9
Pan European Eq A EU EQ IRL 02/04 EUR 715.79 –0.4 –41.6 –28.8
Pan European Eq B EU EQ IRL 02/04 EUR 758.94 –0.3 –41.3 –28.4
US Equity A US EQ IRL 02/04 USD 617.43 –7.7 –42.2 –24.7
US Equity B US EQ IRL 02/04 USD 657.53 –7.7 –41.9 –24.3
US Small Cap A US EQ IRL 02/04 USD 918.87 –8.6 –42.4 –26.3
US Small Cap B US EQ IRL 02/04 USD 979.11 –8.6 –42.0 –25.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/05 SEK 57.71 –4.1 –44.4 –31.4
Choice Japan Fd JP EQ LUX 02/05 JPY 41.51 –7.7 –42.3 –34.0
Choice Jpn Chance/Risk JP EQ LUX 02/05 JPY 40.80 –8.9 –48.9 –34.8
Choice NthAmChance/Risk US EQ LUX 02/05 USD 2.77 –1.1 –41.3 –25.2
Europe 2 Fd EU EQ LUX 02/05 EUR 0.69 –1.1 –46.0 –32.6
Europe 3 Fd EU EQ LUX 02/05 GBP 2.65 –11.3 –36.2 –22.4
Global Chance/Risk Fd GL EQ LUX 02/05 EUR 0.49 5.1 –31.3 –24.1
Global Fd GL EQ LUX 02/05 USD 1.55 –6.9 –42.2 –25.4
Intl Mixed Fd -C- NO BA LUX 02/05 USD 21.11 –8.1 –32.6 –17.2
Intl Mixed Fd -D- NO BA LUX 02/05 USD 14.90 –8.1 –32.6 –16.1
Wireless Fd OT EQ LUX 02/05 EUR 0.10 3.2 –42.5 –25.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/05 USD 4.25 –6.3 –48.7 –24.1
Currency Alpha EUR -IC- OT OT LUX 02/05 EUR 10.86 –0.5 8.0 NS
Currency Alpha EUR -RC- OT OT LUX 02/05 EUR 10.80 –0.5 7.5 NS
Currency Alpha SEK -ID- OT OT LUX 02/05 SEK 104.93 –0.7 7.7 NS
Currency Alpha SEK -RC- OT OT LUX 02/05 SEK 114.93 –0.5 7.5 NS
Generation Fd 80 OT OT LUX 02/05 SEK 6.31 –1.1 –27.3 NS
Nordic Focus EUR NO EQ LUX 02/05 EUR 52.79 5.8 –37.5 NS
Nordic Focus NOK NO EQ LUX 02/05 NOK 57.76 5.8 –37.5 NS
Nordic Focus SEK NO EQ LUX 02/05 SEK 59.80 5.8 –37.5 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/05 USD 1.33 –4.4 –39.6 –24.9
Ethical Global Fd GL EQ LUX 02/05 USD 0.56 –8.8 –43.3 –27.1
Ethical Sweden Fd NO EQ LUX 02/05 SEK 27.21 –5.4 –31.0 –23.8
Europe Fd EU EQ LUX 02/05 USD 1.47 –3.7 –38.8 –27.1
Index Linked Bd Fd SEK OT BD LUX 02/05 SEK 13.06 –0.1 1.6 4.4

Medical Fd OT EQ LUX 02/05 USD 2.80 –2.3 –22.6 –12.9

Short Medium Bd Fd SEK NO MM LUX 02/05 SEK 9.19 0.3 3.0 3.0

Technology Fd OT EQ LUX 02/05 USD 1.56 0.2 –35.8 –20.0

World Fd NO BA LUX 02/05 USD 1.51 –9.1 –39.1 –18.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/05 EUR 1.27 0.2 1.9 2.1

Short Bond Fd SEK NO MM LUX 02/05 SEK 21.67 0.5 2.9 3.0

Short Bond Fd USD US MM LUX 02/05 USD 2.50 0.0 1.4 2.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/05 SEK 9.93 –1.3 –4.2 –0.7

Alpha Bond Fd SEK -B- NO BD LUX 02/05 SEK 8.91 –1.3 –4.2 –0.7

Alpha Bond Fd SEK -C- NO BD LUX 02/05 SEK 24.87 –1.3 –4.3 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 02/05 SEK 8.28 –1.3 –4.3 –0.8

Alpha Short Bd SEK -A- NO MM LUX 02/05 SEK 10.91 0.9 3.4 3.3

Alpha Short Bd SEK -B- NO MM LUX 02/05 SEK 10.23 0.9 3.4 3.3

Alpha Short Bd SEK -C- NO MM LUX 02/05 SEK 21.34 0.9 3.3 3.2

Alpha Short Bd SEK -D- NO MM LUX 02/05 SEK 8.87 0.9 3.3 3.2

Bond Fd SEK -C- NO BD LUX 02/05 SEK 41.42 –0.3 7.6 5.5

Bond Fd SEK -D- NO BD LUX 02/05 SEK 12.42 –0.3 6.4 4.9

Corp. Bond Fd EUR -C- EU BD LUX 02/05 EUR 1.08 –1.1 –9.4 –4.7

Corp. Bond Fd EUR -D- EU BD LUX 02/05 EUR 0.85 –1.1 –9.8 –4.9

Corp. Bond Fd SEK -C- NO BD LUX 02/05 SEK 10.71 –0.3 –12.6 –5.9

Corp. Bond Fd SEK -D- NO BD LUX 02/05 SEK 8.42 –0.3 –12.4 –5.8

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/05 EUR 102.15 –1.6 NS NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/05 EUR 101.82 –1.7 NS NS

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

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 02/05 SEK 1083.04 –1.7 NS NS

Flexible Bond Fd -C- NO BD LUX 02/05 SEK 20.99 0.6 5.7 4.3

Flexible Bond Fd -D- NO BD LUX 02/05 SEK 11.88 0.6 5.7 4.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/05 SEK 79.83 –0.3 –21.3 –13.8

Global Hedge I SEK -D- OT OT LUX 02/05 SEK 72.95 –0.3 –23.5 –15.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/05 USD 1.45 –5.9 –51.2 –21.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/05 SEK 17.37 3.5 –40.9 –26.3

Europe Chance/Risk Fd EU EQ LUX 02/05 EUR 749.92 –1.7 –49.7 –35.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 01/22 USD 875.56 –6.9 –54.6 –14.1

UAE Blue Chip Fund Acc OT OT ARE 01/29 AED 4.14 –9.7 –63.5 –26.8

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

Bonds ConvEurope A OT OT LUX 02/03 EUR 27.48 –3.1 –6.6 0.7

Bonds Eur Corp A OT OT LUX 02/03 EUR 20.90 0.8 –5.5 –3.0

Bonds Eur Hi Yld A OT OT LUX 02/03 EUR 13.83 4.0 –30.5 –20.8

Bonds EURO A OT OT LUX 02/04 EUR 39.12 –0.9 3.4 3.2

Bonds Europe A OT OT LUX 02/03 EUR 37.47 –1.1 2.8 2.2

Bonds US MtgBkSec A OT OT LUX 02/04 USD 25.09 –2.1 –3.0 2.1

Bonds US OppsCoreplus A OT OT LUX 02/03 USD 32.25 2.3 0.3 4.4

Bonds World A OT OT LUX 02/03 USD 38.31 –3.8 –1.0 7.2

Eq. China A OT OT LUX 02/04 USD 13.94 –6.7 –51.5 –15.8
Eq. ConcentratedEuropeA OT OT LUX 02/04 EUR 19.99 –3.0 –45.3 –31.2
Eq. Eastern Europe A OT OT LUX 02/04 EUR 11.67 –11.7 –69.7 –44.9
Eq. Equities Global Energy OT OT LUX 02/04 USD 13.93 –2.3 –39.9 –13.4
Eq. Euroland A OT OT LUX 02/04 EUR 8.72 –4.8 –42.5 –29.3
Eq. Euroland MidCapA OT OT LUX 02/04 EUR 14.27 –0.9 –45.2 –33.4
Eq. EurolandCyclclsA OT OT LUX 02/03 EUR 13.10 –4.6 –41.5 –23.8
Eq. EurolandFinancialA OT OT LUX 02/04 EUR 7.53 –10.6 –54.0 –40.9
Eq. Glbl Emg Cty A OT OT LUX 02/04 USD 5.50 –8.0 –56.1 –25.9
Eq. Global A OT OT LUX 02/04 USD 19.87 –5.6 –42.7 –26.7
Eq. Global Technol A OT OT LUX 02/04 USD 3.69 1.0 –41.0 –28.1
Eq. Gold Mines A OT OT LUX 02/04 USD 20.92 0.1 –34.0 –10.4
Eq. Japan Sm Cap A OT OT LUX 02/04 JPY 891.01 –1.6 –37.9 –40.8
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –4.2 –20.9 –20.6
Eq. Pacific A OT OT LUX 02/04 USD 5.81 –8.9 –52.9 –22.7
Eq. US ConcenCore A OT OT LUX 02/04 USD 15.92 –2.0 –33.1 –19.7
Eq. US Lg Cap Gr A OT OT LUX 02/04 USD 10.82 0.3 –40.4 –24.2
Eq. US Mid Cap A OT OT LUX 02/03 USD 19.48 –2.8 –44.2 –22.9
Eq. US Multi Strg A OT OT LUX 02/03 USD 15.35 –3.9 –42.7 –27.0
Eq. US Rel Val A OT OT LUX 02/03 USD 14.61 –6.0 –47.3 –31.3
Eq. US Sm Cap Val A OT OT LUX 02/04 USD 11.79 –8.9 –49.4 –34.4
Eq. US Value Opp A OT OT LUX 02/04 USD 12.24 –5.5 –47.7 –33.6
Money Market EURO A OT OT LUX 02/04 EUR 27.19 0.2 4.2 4.0
Money Market USD A OT OT LUX 02/04 USD 15.77 0.1 2.6 3.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/05 JPY 7572.00 –12.0 –47.7 –39.0
YMR-N Japan Fund JP EQ IRL 02/05 JPY 8274.00 –12.4 –45.9 –35.6
YMR-N Low Price Fund JP EQ IRL 02/05 JPY 11605.00 –10.6 –42.8 –35.4
YMR-N Small Cap Fund JP EQ IRL 02/05 JPY 5753.00 –10.4 –46.0 –39.9
Yuki Mizuho Gen Jpn III JP EQ IRL 02/05 JPY 3757.00 –11.6 –53.8 –39.2
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/05 JPY 3983.00 –11.3 –54.0 –42.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/05 JPY 5430.00 –11.0 –50.7 –39.1
Yuki Mizuho Jpn Gen JP EQ IRL 02/05 JPY 7057.00 –12.0 –46.3 –36.8
Yuki Mizuho Jpn Gro JP EQ IRL 02/05 JPY 5456.00 –12.7 –47.0 –39.2
Yuki Mizuho Jpn Inc JP EQ IRL 02/05 JPY 7190.00 –9.6 –39.8 –32.6
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/05 JPY 4352.00 –12.7 –46.8 –35.6
Yuki Mizuho Jpn LowP JP EQ IRL 02/05 JPY 9899.00 –12.7 –39.7 –31.7
Yuki Mizuho Jpn PGth JP EQ IRL 02/05 JPY 6770.00 –11.4 –50.8 –38.8
Yuki Mizuho Jpn SmCp JP EQ IRL 02/05 JPY 5614.00 –8.5 –48.7 –39.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/05 JPY 4711.00 –9.3 –43.2 –33.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/05 JPY 2247.00 –5.9 –53.2 –50.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/05 JPY 3764.00 –10.4 –51.5 –38.9
Yuki 77 General JP EQ IRL 02/05 JPY 5402.00 –8.5 –47.1 –36.1
Yuki 77 Growth JP EQ IRL 02/05 JPY 5145.00 –13.0 –50.6 –41.4
Yuki 77 Income AS EQ IRL 02/05 JPY 4635.00 –9.4 –39.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/05 JPY 5679.00 –9.0 –45.2 –36.0
Yuki Chugoku Jpn Gro JP EQ IRL 02/05 JPY 4457.00 –12.8 –48.4 –36.7
Yuki Chugoku JpnLowP JP EQ IRL 02/05 JPY 7162.00 –12.6 –39.5 –30.3
Yuki Chugoku JpnPurGth JP EQ IRL 02/05 JPY 3839.00 –17.9 –50.1 –39.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/05 JPY 6050.00 –10.6 –47.9 –37.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/05 JPY 4053.00 –10.9 –48.1 –36.3
Yuki Hokuyo Jpn Inc JP EQ IRL 02/05 JPY 4649.00 –11.9 –40.2 –32.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/05 JPY 4236.00 –10.0 –44.4 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/05 JPY 4055.00 –9.9 –52.1 –39.1
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/05 JPY 3818.00 –12.5 –51.2 –39.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/05 JPY 4481.00 –12.1 –47.5 –36.1

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 11/28 USD 36.36 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 12/31 USD 1359.96 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 12/31 USD 1741.83 –9.8 –9.8 –2.2
CMA MultHdge Balncd OT OT CYM 12/31 USD 1247.13 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 12/31 USD 1708.52 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 12/31 USD 929.17 –0.3 1.6 6.7

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 11/28 EUR 101.40 –21.7 –21.4 –6.3
D'Auriol Opp F3 EUR EU MM CYM 11/28 EUR 1011.81 –26.2 –26.0 –10.2

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 12/31 USD 2067.95 –11.5 –11.5 –4.4
Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –10.6 –10.6 –4.5
Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –11.9 –11.9 –4.8
Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –10.8 –10.8 –4.9
Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –10.3 –10.3 –3.7

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 01/23 USD 381.02 NS –77.7 –50.1

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 12/31 EUR 214.76 15.9 15.9 35.2
Horseman EmMkt Opp USD GL EQ USA 12/31 USD 219.48 14.6 14.6 36.0
Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 209.19 16.5 16.5 19.0
Horseman EurSelLtd USD EU EQ GBR 12/31 USD 217.51 15.7 15.7 19.4
Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1
Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 492.53 31.3 31.3 32.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 01/16 GBP 0.95 0.7 NS NS
Global Absolute USD OT OT GGY 01/16 USD 1.77 0.7 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 12/31 EUR 76.32 –31.8 –31.8 NS
Special Opp Inst EUR OT OT CYM 12/31 EUR 71.80 –31.4 –31.4 NS
Special Opp Inst USD OT OT CYM 12/31 USD 80.72 –29.4 –29.4 NS
Special Opp USD OT OT CYM 12/31 USD 79.59 –29.9 –29.9 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 12/31 EUR 119.30 –15.8 –15.8 –1.7
GH Fund CHF Hdg OT OT JEY 12/31 CHF 99.82 –18.6 –18.6 –5.6
GH Fund EUR Hdg OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund EUR Hdg (Non-V II) OT OT JEY 12/31 EUR 96.32 –17.7 –17.7 –4.2
GH Fund EUR Hdg (Non-V) OT OT JEY 12/31 EUR 108.50 –17.8 –17.8 –4.2
GH Fund GBP Hdg OT OT JEY 12/31 GBP 117.84 –17.7 –17.7 –3.3
GH Fund Inst EUR OT OT JEY 12/31 EUR 83.48 NS NS NS
GH Fund Inst JPY OT OT JEY 12/31 JPY 8406.59 –17.2 –17.2 NS
GH Fund Inst USD OT OT JEY 12/31 USD 98.67 –16.0 –16.0 –2.1
GH FUND S EUR OT OT CYM 12/31 EUR 113.05 –17.3 –17.3 –3.4
GH FUND S GBP OT OT JEY 12/31 GBP 117.63 –16.5 –16.5 –2.2
GH Fund S USD OT OT CYM 12/31 USD 132.00 –15.5 –15.5 –1.6
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 12/31 USD 123.89 –15.6 –15.6 –2.3
Leverage GH USD OT OT GGY 12/31 USD 97.53 –36.1 –36.1 –12.7
MultiAdv Arb CHF Hdg OT OT JEY 12/31 CHF 84.01 –26.4 –26.4 –12.7
MultiAdv Arb EUR Hdg OT OT JEY 12/31 EUR 90.37 –25.7 –25.7 –11.5
MultiAdv Arb GBP Hdg OT OT JEY 12/31 GBP 96.92 –26.3 –26.3 –11.4
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 12/31 EUR 95.72 –24.8 –24.8 –10.4
MultiAdv Arb S GBP OT OT CYM 12/31 GBP 99.72 –25.0 –25.0 –9.8
MultiAdv Arb S USD OT OT CYM 12/31 USD 108.31 –23.4 –23.4 –8.9
MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 12/31 USD 107.06 –19.7 –19.7 –6.2
Asian AdbantEdge EUR OT OT JEY 12/31 EUR 88.69 –25.3 –25.3 NS
Asian AdvantEdge OT OT JEY 12/31 USD 162.03 –24.2 –24.2 –3.8
Emerg AdvantEdge OT OT JEY 12/31 USD 140.36 –32.2 –32.2 –8.9

Emerg AdvantEdge EUR OT OT JEY 12/31 EUR 78.55 –34.1 –34.1 NS

Europ AdvantEdge EUR OT OT JEY 12/31 EUR 115.25 –19.2 –19.2 –7.9

Europ AdvantEdge USD OT OT JEY 12/31 USD 122.02 –18.3 –18.3 –6.8

Japan AdvantEdge JPY OT OT JEY 12/31 JPY 8080.25 –13.9 –13.9 –9.7

Japan AdvantEdge USD OT OT JEY 12/31 USD 94.08 –12.4 –12.4 –6.7

Lvgd Alpha AdvantEdge OT OT JEY 12/31 USD 85.85 –40.9 –40.9 –18.5

Trading AdvantEdge OT OT GGY 12/31 USD 151.67 12.8 12.8 16.1

Trading AdvantEdge EUR OT OT GGY 12/31 EUR 137.63 12.7 12.7 15.0

Trading AdvantEdge GBP OT OT GGY 12/31 GBP 145.50 15.6 15.6 17.4

US AdvantEdge OT OT JEY 12/31 USD 102.32 –19.1 –19.1 –6.0

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 12/31 EUR 245.96 –3.3 –3.3 1.0

Integrated Dir Trading EUR OT OT CYM 10/31 EUR 101.42 –1.0 1.4 6.1

Integrated Emg Markets EUR OT OT CYM 10/31 EUR 75.74 –27.9 –29.3 –9.0

Integrated European EUR OT OT CYM 10/31 EUR 148.65 0.0 –1.5 2.5

Integrated Event Driven EUR OT OT CYM 10/31 EUR 87.20 –18.7 –20.2 –3.6

Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9

Integrated MultSt B EUR OT OT VGB 10/31 EUR 117.21 –16.0 –16.4 –3.5

Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9

KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6

KBL SPOP Long/Short Eq OT OT LUX 10/31 USD 391.27 –40.9 –41.9 –12.3

KBL SPOP Long/Short Eq OT OT LUX 10/31 EUR 371.55 –42.9 –43.8 –14.4

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 01/30 USD 176.64 –8.1 –76.8 –53.2

Antanta MidCap Fund EE EQ AND 01/30 USD 216.64 –25.2 –87.7 –58.6

Meriden Opps Fund GL OT AND 02/04 EUR 85.54 –1.8 –23.7 –11.1

Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 11/28 USD 1221.07 –17.7 –17.5 –3.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 01/30 USD 84.44 1.4 85.9 30.8

Superfund GCT USD* GL EQ LUX 01/30 USD 3979.43 9.0 70.5 21.4

Superfund Gold A (SPC) GL OT CYM 01/30 USD 1227.91 5.6 29.8 28.2

Superfund Gold B (SPC) GL OT CYM 01/30 USD 1431.06 6.2 44.1 31.9

Superfund Q-AG* OT OT AUT 01/30 EUR 8803.77 0.5 39.1 15.2

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 01/05 USD 183.77 0.0 11.5 12.2

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 01/30 EUR 1310.16 1.2 5.2 7.2

Winton Evolution GBP GL OT VGB 01/30 GBP 1290.75 1.2 6.2 8.4

Winton Evolution JPY GL OT VGB 01/30 JPY 115721.17 1.1 1.5 3.9

Winton Evolution USD GL OT CYM 01/30 USD 1277.46 1.1 4.6 7.5

Winton Futures EUR GL OT VGB 01/30 EUR 208.31 1.2 18.3 17.4

Winton Futures GBP GL OT VGB 01/30 GBP 224.23 1.0 19.7 19.0

Winton Futures JPY Lead Series 2 GL OT VGB 01/30 JPY 15052.13 2.0 15.7 14.7

Winton Futures USD GL OT VGB 01/30 USD 740.42 1.0 17.6 17.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 01/30 EUR 117.43 –1.1 –13.9 –6.0

Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3

Zulauf Europe Fd USD OT OT CYM 01/30 USD 251.32 –2.8 –13.2 –4.1

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 12/31 USD 1269.10 NS –2.7 –11.0 –19.4 –6.7

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Nordic paper firms warn
of weakening demand
Stora Enso, UPM
and M-Real report
losses for the quarter

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 a share, a year earlier. Reve-
nue declined to $9.09 billion from
$9.83 billion.

Cisco saw orders
fall more rapidly
during January

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 Œ655 million ($842 million), com-
pared with a net loss of Œ138 million
a year earlier. Sales at the Finnish
company declined 23% to Œ2.6 bil-
lion from Œ3.37 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 Œ286 million, compared
with a net profit of Œ29 million a
year earlier. Sales fell 7.6% to Œ2.32
billion from Œ2.51 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

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

for the first quarter of 2009 as it
posted a fourth-quarter loss of Œ163
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.

CORPORATE NEWS

Paper losses
52-week share performance of 
Stora Enso and UPM-Kymmene 
on the Helsinki Stock Exchange

Source: Thomson Reuters Datastream
Photo: Stora Enso

2

4

6

8

10

12

Œ14

'092008

Stora
Enso

UPM-
Kymmene

Paper worker with jumbo
roll at Coating mill

t
t

The Wall Street Journal Europe has never been one to
climb onto bandwagons, economic or otherwise. But
neither do we make a habit of climbing off of them the
moment the ride gets a bit rough.

We take a much more considered view of business
and financial developments than that. Reporting on
the day’s events as they happen across the globe, we
step back and analyse prospects over the longer term.
So our readers are primed and prepared.

So why are we offering such a low rate on a
subscription to The Journal?

The answer is simple. We’re confident that once
you’ve experienced the benefit of having Europe’s
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 02/04 GBP 6.57 –1.3 –25.2 –15.1
Andfs. Borsa Global GL EQ AND 02/04 EUR 5.54 –4.5 –36.1 –23.7
Andfs. Emergents GL EQ AND 02/04 USD 9.75 –2.5 –49.6 –22.4
Andfs. Espanya EU EQ AND 02/04 EUR 10.05 –7.1 –35.8 –23.3
Andfs. Estats Units US EQ AND 02/04 USD 11.79 –3.3 –37.3 –21.6
Andfs. Europa EU EQ AND 02/04 EUR 6.16 –5.1 –36.7 –25.0
Andfs. Franca EU EQ AND 02/04 EUR 7.89 –4.7 –36.3 –25.7
Andfs. Japo JP EQ AND 02/04 JPY 407.09 –7.1 –40.7 –32.1
Andfs. Plus Dollars US BA AND 02/04 USD 8.18 –3.0 –22.1 –11.8
Andfs. RF Dolars US BD AND 02/04 USD 10.01 –2.0 –12.9 –5.2
Andfs. RF Euros EU BD AND 02/04 EUR 8.89 –0.7 –19.3 –11.3
Andorfons EU BD AND 02/04 EUR 11.57 –3.0 –23.1 –14.7
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/04 EUR 7.76 –4.2 –30.4 –18.8
Andorfons Mix 60 EU BA AND 02/04 EUR 7.68 –5.5 –36.8 –23.5

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 01/30 USD 129011.06 –4.4 –43.9 –23.1

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 02/05 EUR 10.06 –0.1 –0.9 –0.4
DJE-Absolut P GL EQ LUX 02/05 EUR 169.73 –3.2 –26.9 –15.4
DJE-Alpha Glbl P EU BA LUX 02/05 EUR 149.08 –3.1 –22.0 –11.8
DJE-Div& Substanz P GL EQ LUX 02/05 EUR 174.96 0.0 –22.2 –12.8
DJE-Gold&Resourc P OT EQ LUX 02/05 EUR 132.29 1.2 –30.7 –10.0
DJE-Renten Glbl P EU BD LUX 02/05 EUR 121.09 1.2 –0.5 0.5
LuxPro-Dragon I AS EQ LUX 02/05 EUR 98.88 6.5 –37.9 –11.5
LuxPro-Dragon P AS EQ LUX 02/05 EUR 96.59 6.4 –38.2 –12.5
LuxTopic-Aktien Europa EU EQ LUX 02/05 EUR 13.43 –6.3 –21.6 –10.7
LuxTopic-Pacific AS EQ LUX 02/05 EUR 9.32 3.0 –50.8 –27.8

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 12/31 USD 34.58 –46.2 –46.2 –6.7
EFG-Hermes MEDA* GL EQ BMU 12/31 USD 20.95 –42.1 –42.1 –6.7
EFG-Hermes Saudi Arabia Equity EA EQ SAU 02/01 SAR 4.73 –0.2 NS NS
EFG-Hermes Telecom OT EQ BMU 12/31 USD 25.64 –33.1 –33.1 –5.7

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 02/04 USD 249.59 1.7 –20.2 –9.1
Sel Emerg Mkt Equity GL EQ GGY 02/04 USD 123.67 –5.6 –50.6 –23.2
Sel Euro Equity EUR US EQ GGY 02/03 EUR 72.07 –3.3 –45.0 –31.2
Sel European Equity EU EQ GGY 02/04 USD 126.30 –8.2 –51.3 –31.5
Sel Glob Equity GL EQ GGY 02/04 USD 131.99 –8.1 –48.0 –29.8
Sel Glob Fxd Inc GL BD GGY 02/04 USD 124.55 –3.4 –16.7 –6.2
Sel Pacific Equity AS EQ GGY 02/04 USD 81.34 –10.0 –50.7 –25.9
Sel US Equity US EQ GGY 02/04 USD 93.45 –7.3 –41.2 –24.9
Sel US Sm Cap Eq US EQ GGY 02/04 USD 121.04 –7.4 –44.1 –30.0

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/04 EUR 287.56 –1.5 –18.6 –10.3
DSF 50/50 EU BA LUX 02/04 EUR 212.80 –1.5 –25.3 –15.3
DSF 75/25 EU BA LUX 02/04 EUR 159.76 –1.6 –32.0 –20.7
KBC Eq (L) Europe EU EQ LUX 02/04 EUR 387.32 –0.3 –42.5 –30.5
KBC Eq (L) Japan JP EQ LUX 02/04 JPY 15222.00 –9.0 –43.1 –34.7
KBC Eq (L) NthAmer EUR US EQ LUX 02/04 EUR 424.29 –7.1 –40.3 –24.2
KBC Eq (L) NthAmer USD US EQ LUX 02/04 USD 617.04 –7.0 –38.8 –22.2
KBL Key America EUR US EQ LUX 02/03 EUR 301.63 –5.4 –44.0 –25.8
KBL Key America USD US EQ LUX 02/03 USD 315.74 –5.2 –43.4 –24.4
KBL Key East Europe EU EQ LUX 02/03 EUR 943.98 –10.8 –68.3 –44.2
KBL Key Eur Sm Cie EU EQ LUX 02/03 EUR 621.65 –1.1 –47.6 –35.2

KBL Key Europe EU EQ LUX 02/03 EUR 501.59 –3.3 –34.5 –26.4
KBL Key Far East AS EQ LUX 02/03 USD 838.19 –7.1 –49.4 –25.5
KBL Key Major Em Mkts GL EQ LUX 02/03 USD 317.14 –7.4 –61.4 –29.8
KBL Key NaturalRes EUR OT EQ LUX 02/03 EUR 343.95 1.0 –40.2 –18.5
KBL Key NaturalRes USD OT EQ LUX 02/03 USD 339.28 –5.9 –47.7 –18.5

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 01/30 USD 33.46 –2.0 –51.1 –24.5
LG Asian Plus AS EQ CYM 01/30 USD 36.42 –3.6 –50.5 –21.1
LG Asian SmallerCo's AS EQ BMU 02/04 USD 51.97 –5.8 –61.4 –39.9
LG India EA EQ MUS 01/30 USD 29.82 –6.5 –61.7 –28.3
Siberian Investment Co EE EQ IRL 01/19 USD 15.50 –4.5 –82.6 –53.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/04 EUR 24.77 –5.6 –63.2 –41.1
MP-TURKEY.SI OT OT SVN 02/04 EUR 19.36 –0.9 –52.8 –33.9
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Danske, SEB seek capital, scrap dividend
Nordic banks face
rising loan losses;
contrasting results

By Quentin Fottrell

DUBLIN—The Irish parliament
voted 76 to 66 in favor of the govern-
ment’s proposed Œ2 billion ($2.6 bil-
lion) public-sector cuts, including a
Œ1.4 billion cut in public-sector pay
through an increased pension levy.

The cuts are part of the Irish gov-
ernment’s attempts to shore up its fi-
nances, but have been opposed by
the country’s unions. The levy will
be calculated on a salary range of 3%
for those earning Œ15,000 a year to
9.6% for workers earning Œ300,000
a year, but trade unions have voiced
their opposition.

The Irish Congress of Trade
Unions, the umbrella group for
unions, had said it would consider a
“campaign” against the govern-
ment’s public-sector pay cuts, and
refused to rule out industrial action.

Ireland was the first euro-zone
economy to fall into recession after
a decadelong period of unprece-
dented economic growth, and the
government is under pressure to im-
mediately cut spending due to its
borrowing requirements.

Irish Finance Minister Brian Leni-
han also said that talks with Allied
Irish Banks PLC and Bank of Ireland
PLC about their imminent recapital-
ization are still being held.

‘Real money’ now drives Europe bond market

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

By Michael Wilson

LONDON—In today’s European
credit market, “real money” is
king.

So-called real-money inves-
tors, such as pension and insur-
ance funds with cash on hand, are
moving into a gap left by hedge
funds and private equity, which
used large amounts of borrowed
money to buy bonds but have seen
money from lenders dry up.

Falling global interest rates are
shaking loose cash from money de-
posits and shunting it into blue-
chip European corporate bonds,
these days a safer bet than stocks.
Risk-averse institutional investors
are also drawing funds out of risk-
ier assets.

These real-money accounts
were behind last month’s record
Œ50 billion ($64 billion) bond-buy-
ing spree in Europe.

The cash investors are helping
blue-chip borrowers survive the
credit crunch, though the borrow-
ers have to pay a price.

“Strong institutional demand
from ‘real money’ investors is driv-
ing the market,” said Tarang Khi-
masia, syndicate banker at Dresd-
ner Kleinwort in London.

“Traditional asset managers
and insurance companies have
been attracted by the yields on of-
fer and strong, blue-chip, well-
rated names have been able to take

advantage of this resurgence in in-
stitutional demand,” he said.

Take German power company
E.ON AG. The big utility priced a
new Œ1.75 billion bond Jan. 20 that
was overwhelmingly taken up by
real-money accounts.

According to one of the bankers
who ran the deal, 65% of the bonds
were allocated to insurance funds,
pension funds and other asset man-
agers. Banks, including their retail

buyers, took up about 32% of the
deal. Hedge funds bought a mere
2% of the bonds.

Similarly, a Œ500 million deal
for France’s La Poste Feb. 3 was
also bought predominantly by real
money. In that deal, 70% of the
bonds were bought by insurance
funds, pension funds and other as-
set managers, while banks took an-
other 17%. Hedge funds, mean-
while, bought only 3%.

But such solid support comes at
a price. Not all corporate borrow-

ers have been able to lay claim on
what spare cash is left in the sys-
tem.

While E.ON is one of the best-re-
garded borrowers in Europe, the
company’s recent deal sold at 1.95
percentage points over risk-free,
midswaps benchmark rate, a com-
parison used by the industry to
measure risk, versus 0.75 percent-
age point for a comparable deal in
April.

Lower-rated corporate borrow-
ers, who relied more on specula-
tive, leveraged investors in the
credit boom, could now be
crowded out by more conservative
asset managers.

Competition for investors may
become fierce in Europe’s credit
pool, as cash-hungry companies
vie with deficit-funding govern-
ment borrowers who are backed
by the ultimate security, taxpay-
ers.

Dominic White, portfolio man-

ager at Aviv Investors in London,
said that rivalry among real-
money buyers means each inves-
tor still often gets only about 30%
of the bonds he bid for at syndica-
tion.

The retreat of hedge funds and
new importance of a more stable in-
vestor base will be some comfort
to Europe’s borrowers, which are
faced with the prospect of rolling
in excess of Œ100 billion of debt
during 2009.

Companies prefer real-money
asset managers who buy and hold
securities, providing potential
longer-term relationships that can
benefit future bond issues.

The longer-term strategy is a
contrast to the popular trade
among leveraged accounts, which
involves borrowing at low rates to
buy bonds sold a short time later
for a profit.

“Since July 2007, extensive
credit-market turbulence has cre-
ated extremely challenging condi-
tions for many credit asset man-
agers, particularly those operat-
ing with leverage,” said Aymeric
Poizot, head of Fitch’s fund and as-
set manager rating group in Eu-
rope, in a report published this
week.

“Leveraged investors have
been forced to substantially re-
trench from the market and
deleverage existing positions,” he
said.
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By Anna Molin

Two of Scandinavia’s largest
lenders moved to shore up capital
to cope with mounting loan losses,
a step observers say could herald a
wave of banking recapitalizations
in the Nordic region.

Denmark’s Danske Bank AS and
Sweden’s Skandinaviska Enskilda
Banken AB unveiled plans to raise
$4.5 billion and $1.81 billion, re-
spectively, on Thursday. The
banks, which posted vastly con-
trasting fourth-quarter net results,
also said they were scrapping divi-
dends for 2008.

Danske—which swung to a

much-bigger-than-expected quar-
terly net loss of 5.89 billion Danish
kroner ($1.02 billion), compared
with a net profit of 3.56 billion kro-
ner a year earlier—said it would ap-
ply for a three-year hybrid loan
with 9% interest under the 100 bil-
lion-kroner credit package the Dan-
ish government launched Jan. 18.

Profit at the Copenhagen bank
came under pressure from rising
bad debt. The number of quarterly
bankruptcies in Denmark more
than doubled, while the Irish prop-
erty market plunged to lows, lead-
ing to a 3.1 billion-kroner goodwill
write-down at the bank’s National
Bank of Ireland business. The
group increased its loan-loss re-
serves and booked 9.2 billion kro-
ner in loan-impairment charges in
the quarter, up from 427 million
kroner a year earlier.

Danske shares fell sharply as in-
vestors fretted over its credit

book, which was hit by a 4.7 billion
kroner write-off on loans to the
Danish housing, transportation
and corporate sectors.

The result prompted Danish con-
glomerate A.P. Moller-Maersk AS,
which holds a 20% stake in Danske,
to cut its full-year net profit out-
look to about $3.4 billion, from $4
billion to $4.3 billion previously.
Maersk said it will lose 1.4 billion
kroner in financial income because
of Danske’s problems.

Meanwhile, SEB posted a better-
than-expected net profit while un-
veiling a wholly underwritten
rights issue supported by 43.7% of
shareholders, who essentially
agreed to sign a blank check to buy
50.8% of the new shares as no sub-
scription price was given. The re-
mainder will be guaranteed by
Goldman Sachs International, Mor-
gan Stanley and UBS Investment
Bank.

The Wallenberg family’s Inves-
tor AB, which holds a 21% stake in
SEB, said it would take up 3.5 bil-
lion Swedish kronor ($421.7 mil-
lion), or about 23%, of the offer.
The capital infusion, along with the
4.5 billion kronor the bank will
save by canceling dividends, will in-
crease SEB’s capitalization by 19.5
billion kronor.

SEB Chief Executive Annika
Falkengren left the door open for
the bank to tap the 50 billion-kro-
nor lending-stimulus package the
Swedish government introduced
Tuesday. The bill makes it possible
for banks to receive state funds in
exchange for hybrid debt or com-
pany shares.

“We also see good prospects for
SEB to participate in the revised
stability framework currently be-
ing prepared by the government,”
Ms. Falkengren said.

The bank’s net profit declined

to 3.51 billion kronor from 3.75 bil-
lion kronor, beating analyst expec-
tations of 2.55 billion kronor, as
higher lending and deposit volume
helped offset ballooning loan
losses.

The capital injections improve
both banks’ core Tier 1 capital ra-
tios to about 12%, from 10% for SEB
and 9.2% for Danske. Observers say
the banks’ moves put pressure on
the region’s other banks—Nor-
way’s DnB NOR ASA and Sweden’s
Nordea Bank AB and Svenska Han-
delsbanken AB—to follow suit.

“If SEB and Danske increase
their capital ratios to higher levels
than we’ve seen before, the other
Nordic banks will be in a situation
where they will more or less have
to do the same,” Jyske Bank bank-
ing analyst Christian Hede said.
 —Elizabeth Cowley

contributed to this article.

Irish parliament
votes to approve
public-sector cuts

E.ON priced a Œ1.75 billion bond Jan. 20,
with 65% of the issue allocated to
insurance funds, pension funds and other
asset managers, one banker said. Hedge
funds bought a mere 2% of the issue.
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Lenovo CEO steps down
PC maker posts loss;
Chinese executives
take back control

EU charges several firms
over alleged steel cartel

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 Yuanqing, 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 chairman is
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.

Thechanges,whichtookeffectim-
mediately, came as Lenovo reported
a net loss. While it remains dominant
initshomemarket, Lenovohasstrug-
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’scurrentdifficultieshigh-
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 a landmark deal that
created one of China’s first true mul-
tinational companies and landed Le-
novo, already seen as a national
champion in 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 foreign executive in a top

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 companiesthat had vastlydiffer-
entcultures,languagesandpaystruc-
tures—nottomentiondualheadquar-
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
have been the 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

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, in a
Lenovostatement,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-
tion in 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

GM, Chinese auto maker
holding talks on venture

Yang Yuanqing

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.

Bill Amelio

CORPORATE NEWS

Source: IDC

Losing ground
Change from a year earlier in fourth- 
quarter world-wide PC shipments

World-wide PC shipments in 2008
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Boeing Dreamliner orders shrink

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.

By Patricia Jiayi 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.
Chinahasbeentheworld’ssecond-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.

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 Œ1.24 billion
($1.59 billion) from Œ1.19 billion a
year earlier, the world’s largest eye-
wear maker by sales said Thursday.
Retail revenue rose 4.6% to Œ776.8

million, while wholesale revenue
from brands made under license as
well as Luxottica’s own brands rose
3.1% to Œ459.7 million.

The company warned that full-
year net profit is likely to show a
drop to about Œ400 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.

T H E WA L L ST R E ET JOU R NA L . FRIDAY - SUNDAY, FEBRUARY 6 - 8, 2009 7

n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 02/04 USD 7.55 –8.0 –43.3 –27.2
Am Blend Portfolio I US EQ LUX 02/04 USD 8.83 –8.0 –42.8 –26.6
Am Growth A US EQ LUX 02/04 USD 22.12 –3.4 –30.3 –17.2
Am Growth B US EQ LUX 02/04 USD 18.77 –3.5 –30.9 –18.0
Am Growth I US EQ LUX 02/04 USD 24.34 –3.3 –29.7 –16.5
Am Income A US BD LUX 02/04 USD 7.18 0.6 –10.9 –3.4
Am Income A2 US BD LUX 02/04 USD 15.33 0.7 –10.9 –3.4
Am Income B US BD LUX 02/04 USD 7.18 0.5 –11.6 –4.1
Am Income B2 US BD LUX 02/04 USD 13.29 0.6 –11.6 –4.1

Am Income I US BD LUX 02/04 USD 7.18 0.6 –10.3 –2.9
Am Value A US EQ LUX 02/04 USD 7.01 –2.8 –36.0 –22.8
Am Value B US EQ LUX 02/04 USD 6.51 –3.0 –36.6 –23.5
Am Value I US EQ LUX 02/04 USD 7.48 –2.9 –35.5 –22.2
Asian Technology A OT EQ LUX 02/04 USD 8.28 –5.4 –42.6 –28.3
Asian Technology B OT EQ LUX 02/04 USD 7.31 –5.4 –43.2 –29.0
Asian Technology I OT EQ LUX 02/04 USD 9.17 –5.3 –42.1 –27.8
Emg Mkts Debt A GL BD LUX 02/04 USD 11.79 1.8 –18.5 –6.7
Emg Mkts Debt A2 GL BD LUX 02/04 USD 14.18 1.9 –18.6 –6.7
Emg Mkts Debt B GL BD LUX 02/04 USD 11.79 1.7 –19.4 –7.6
Emg Mkts Debt B2 GL BD LUX 02/04 USD 13.78 1.8 –19.4 –7.6
Emg Mkts Debt I GL BD LUX 02/04 USD 11.79 1.9 –18.1 –6.2
Emg Mkts Growth A GL EQ LUX 02/04 USD 18.85 –5.9 –55.9 –27.0
Emg Mkts Growth B GL EQ LUX 02/04 USD 16.12 –6.0 –56.3 –27.7
Emg Mkts Growth I GL EQ LUX 02/04 USD 20.74 –5.9 –55.5 –26.4
Eur Blend A EU EQ LUX 02/04 EUR 8.86 –3.0 –43.7 –30.8
Eur Blend I EU EQ LUX 02/04 EUR 9.06 –2.9 –43.2 –30.2
Eur Growth A EU EQ LUX 02/04 EUR 5.50 –1.3 –41.6 –28.2
Eur Growth B EU EQ LUX 02/04 EUR 4.99 –1.4 –42.2 –28.9
Eur Growth I EU EQ LUX 02/04 EUR 5.96 –1.2 –41.1 –27.6
Eur Income A EU BD LUX 02/04 EUR 5.09 0.8 –20.7 –12.6
Eur Income A2 EU BD LUX 02/04 EUR 9.29 0.9 –20.7 –12.7
Eur Income B EU BD LUX 02/04 EUR 5.09 0.7 –21.3 –13.3
Eur Income B2 EU BD LUX 02/04 EUR 8.70 0.8 –21.3 –13.3
Eur Income I EU BD LUX 02/04 EUR 5.09 0.9 –20.2 –12.1
Eur Strat Value A EU EQ LUX 02/04 EUR 6.62 –4.9 –46.3 NS
Eur Strat Value I EU EQ LUX 02/04 EUR 6.73 –4.8 –45.8 NS
Eur Value A EU EQ LUX 02/04 EUR 6.89 –5.4 –43.9 –31.7
Eur Value B EU EQ LUX 02/04 EUR 6.40 –5.5 –44.5 –32.3

Eur Value I EU EQ LUX 02/04 EUR 7.90 –5.4 –43.5 –31.1
Gl Balanced (Euro) A EU BA LUX 02/04 USD 11.77 –3.4 –34.2 NS
Gl Balanced (Euro) B EU BA LUX 02/04 USD 11.56 –3.5 –34.9 NS
Gl Balanced (Euro) C EU BA LUX 02/04 USD 11.71 –3.4 –34.5 NS
Gl Balanced (Euro) I EU BA LUX 02/04 USD 11.91 –3.3 –33.8 NS
Gl Balanced A US BA LUX 02/04 USD 12.53 –5.7 –37.0 –20.4
Gl Balanced B US BA LUX 02/04 USD 12.02 –5.8 –37.6 –21.3
Gl Balanced I US BA LUX 02/04 USD 12.91 –5.7 –36.6 –19.9
Gl Bond A US BD LUX 02/04 USD 8.39 –1.5 –5.6 –0.1
Gl Bond A2 US BD LUX 02/04 USD 14.01 –1.4 –5.6 –0.1
Gl Bond B US BD LUX 02/04 USD 8.39 –1.6 –6.6 –1.2
Gl Bond B2 US BD LUX 02/04 USD 12.38 –1.5 –6.6 –1.2
Gl Bond I US BD LUX 02/04 USD 8.39 –1.4 –5.0 0.5
Gl Conservative A US BA LUX 02/04 USD 12.77 –3.1 –22.1 –10.6
Gl Conservative A2 US BA LUX 02/04 USD 14.13 –3.1 –22.1 –10.6
Gl Conservative B US BA LUX 02/04 USD 12.75 –3.2 –22.9 –11.5
Gl Conservative B2 US BA LUX 02/04 USD 13.55 –3.1 –22.9 –11.4
Gl Conservative I US BA LUX 02/04 USD 12.80 –3.0 –21.6 –10.0
Gl Eq Blend A GL EQ LUX 02/04 USD 8.17 –8.6 –53.1 –32.7
Gl Eq Blend B GL EQ LUX 02/04 USD 7.74 –8.6 –53.5 –33.3
Gl Eq Blend I GL EQ LUX 02/04 USD 8.55 –8.6 –52.7 –32.1
Gl Growth A GL EQ LUX 02/04 USD 30.13 –6.6 –52.6 –31.0
Gl Growth B GL EQ LUX 02/04 USD 25.38 –6.7 –53.1 –31.7
Gl Growth I GL EQ LUX 02/04 USD 33.21 –6.5 –52.3 –30.4
Gl High Yield A US BD LUX 02/04 USD 3.05 3.7 –28.7 –14.2
Gl High Yield A2 US BD LUX 02/04 USD 5.98 3.8 –28.9 –14.3
Gl High Yield B US BD LUX 02/04 USD 3.05 3.5 –29.6 –15.1
Gl High Yield B2 US BD LUX 02/04 USD 9.70 3.7 –29.6 –15.1
Gl High Yield I US BD LUX 02/04 USD 3.05 3.8 –28.3 –13.7

Gl Value A GL EQ LUX 02/04 USD 7.59 –10.6 –53.6 –34.5
Gl Value B GL EQ LUX 02/04 USD 7.04 –10.7 –54.0 –35.1
Gl Value I GL EQ LUX 02/04 USD 8.02 –10.5 –53.2 –33.9
India Growth A EA EQ LUX 01/30 USD 57.59 –0.3 –52.1 –16.4
India Growth B EA EQ LUX 01/30 USD 49.68 –0.4 –52.5 –17.4
India Growth I EA EQ LUX 01/30 USD 59.45 –0.3 –51.9 –16.3
Int'l Health Care A OT EQ LUX 02/04 USD 116.75 –0.6 –25.9 –14.2
Int'l Health Care B OT EQ LUX 02/04 USD 99.38 –0.7 –26.7 –15.1
Int'l Health Care I OT EQ LUX 02/04 USD 126.64 –0.5 –25.3 –13.5
Int'l Technology A OT EQ LUX 02/04 USD 71.24 –2.6 –40.7 –23.3
Int'l Technology B OT EQ LUX 02/04 USD 62.29 –2.7 –41.3 –24.1
Int'l Technology I OT EQ LUX 02/04 USD 79.30 –2.5 –40.2 –22.7
Japan Blend A JP EQ LUX 02/04 JPY 4851.00 –9.6 –47.0 –34.8
Japan Blend I JP EQ LUX 02/04 JPY 4955.00 –9.5 –46.6 –34.3
Japan Growth A JP EQ LUX 02/04 JPY 4997.00 –10.2 –44.4 –33.7
Japan Growth I JP EQ LUX 02/04 JPY 5105.00 –10.1 –44.0 –33.2
Japan Strat Value A JP EQ LUX 02/04 JPY 4690.00 –9.1 –49.8 –36.0
Japan Strat Value I JP EQ LUX 02/04 JPY 4780.00 –9.0 –49.3 –35.4
Real Estate Sec. A OT EQ LUX 02/04 USD 9.22 –13.6 –52.5 –39.8
Real Estate Sec. B OT EQ LUX 02/04 USD 8.50 –13.7 –53.0 –40.4
Real Estate Sec. I OT EQ LUX 02/04 USD 9.84 –13.5 –52.1 –39.3
Short Mat Dollar A US BD LUX 02/04 USD 6.63 –1.5 –21.0 –11.6
Short Mat Dollar A2 US BD LUX 02/04 USD 8.63 –1.5 –21.1 –11.7
Short Mat Dollar B US BD LUX 02/04 USD 6.63 –1.6 –21.4 –12.0
Short Mat Dollar B2 US BD LUX 02/04 USD 8.62 –1.6 –21.5 –12.1
Short Mat Dollar I US BD LUX 02/04 USD 6.63 –1.5 –20.6 –11.1
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Asset manager
scrubs its language
Martin Currie says ‘bets’ is

too macho, decries ‘space’

as ‘frontier of bad English’

Read continuous updates on
the high-stakes world of deal
making, Deal Journal, free
online at blogs.wsj.com/deals

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

In these times of doom and
gloom, it is good to know there is
a lighter side of the asset-man-
agement industry. We are speak-
ing, of course, of Scottish fund
manager Martin Currie Ltd. and
the enjoyment to be had from pe-
rusing its list of words and
phrases now banned from client
reports and trustee meetings.

Two that caught Deal Jour-
nal’s eye are “foreigner”—said
to be common in Japanese mar-
ket reports but just a 1980s pop
group to the fund manager—and
“space,” which Martin Currie
suggests is the “final frontier of
bad English.”

Amusing as it might be, the
list also is a reminder that in this
difficult market environment,
there has never been a greater
need for clarity and precision, as
well as a mutually comprehensi-
ble vocabulary for financial ex-
perts and the outside world.
Here are some of the now-
banned phrases, together with
the reasoning behind each:

n “Bets”—Unnecessarily ma-
cho. Clients hate it. Use “posi-
tions” instead.

n “Going forward”—Almost
always unnecessary. Remove it
and improve it.

n “Backdrop”—Overused
metaphor. Replace with “environ-
ment.”

n “On the back of…”—Ditto.
Better alternatives are “follow-
ing” or “after.”

n “Headwinds” and “tail-
winds”—Ditto. Prefer “positive
trends” or “negative trends.”

n “Perfect storm”—So over-
used it has quickly become a cli-
che. Alternative: “unprece-
dented circumstances.”

n “Foreigner”—A 1980s pop
group. Common in Japanese re-
ports. Derogatory. Martin Currie
prefers “international inves-
tors.”

n “Names”—As in “we in-
vested in two new names.” Odd
terminology. Use “stocks” or
“companies” instead.

n “Track record”—Another
over-used metaphor. Just
“record” is fine.

n “Is primarily engaged
in”—Cumbersome and unneces-
sary. “Does,” “manufactures,”
“makes” and “sells” are all sim-
pler and easier.

n “Musings”—Too light-
weight. Martin Currie thinks or
analyzes, it doesn’t “muse.”
Write “thoughts” instead.

n “Aggressively”—More mus-
cle-flexing. Better options avail-
able, like “sharply”, “suddenly”
or “with conviction.”

n “Space”—As in “competing
in this space.” The final frontier
of bad English. Use “part of the
market” or “sector.”

n “Drawdown”—Trying to
soften the blow with jargon. It
means a loss or a fall.

n “Taking money off the ta-
ble”—Another gambling anal-
ogy. Prefer “reducing risk” or
“cutting exposure.”
 —Mark Cobley

Europe ex-UK Equity Large Cap
Funds that invest primarily in the equities of large-cap companies in continental Europe. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending February 05, 2009

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

5 Aviva Aviva Investors EURiLuxembrg –9.44 –30.00–14.06 3.39
Investors European Value Eq B Acc Luxembourg SA

4 Henderson Henderson Global GBPiUnited Kingdom –6.07 –32.93–21.01 6.13
Eurotrust Investors Limited

NS CF Eclectica Capita Financial EURiUnited Kingdom –9.70 –35.08–18.74 NS
Continen Eurp A Net EUR Acc Managers

5 Cazenove Cazenove EURiIreland –10.69 –35.59–18.02 NS
European Eq (ex UK) A EUR Inc International Fund PLC

5 Cazenove Cazenove Capital GBPiUnited Kingdom –7.66 –35.78–18.39 4.47
European Fd A Acc Management

4 BlackRock BlackRock Fund GBPiUnited Kingdom –8.07 –37.79–20.80 2.96
Continental European A Acc Managers(IOM) Ltd

NS Jupiter Jupiter Unit Trust GBPiUnited Kingdom –9.22 –38.04 NS NS
European Income Acc Managers Ltd

4 Bedlam Bedlam Asset GBPiIreland –8.42 –38.69–20.23 NS
Europe A Inc Management

NS MFS Meridian MFS International EURiLuxembrg –12.81 –39.12–22.44 NS
Cont Euro Eq A1 EUR Acc Ltd.

3 Ecclesiastical Ecclesiastical GBPiUnited Kingdom –7.20 –39.42–22.92 –0.03
Amity European Fund A Inc Investment Management Ltd

Shipping shares buoyant
but region ends mostly lower
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more action
to lift markets
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A WSJ NEWS ROUNDUP

Most Asian equity markets
edged lower Thursday, with Japa-
nese, South Korean and Indian
shares influenced by overnight
weakness in U.S. stocks and worries
about corporate earnings.

Japan’s Nikkei
Stock Average of
225 companies fell
1.1% to 7949.65.
Losses in the finan-

cial sector offset gains in shipping
shares, which surged after a jump in
a key index signaled improved dry
bulk shipping rates.

Kawasaki Kisen jumped 7.9%,
Nippon Yusen ended up 5.3% and
Mitsui O.S.K. Lines gained 5.1%.

Mitsubishi UFJ Financial Group
shed 1.7% and Sumitomo Mitsui Fi-
nancial Group lost 2.8%, giving up
earlier gains inspired by hopes that
the Bank of Japan will purchase
some of their portfolio holdings.

In Seoul, South Korea’s Kospi lost
1.5% to 1177.88. Hynix Semiconduc-
tor shares fell 1.8% after the chip
maker posted a fifth consecutive
quarterly net loss and said it was cut-
ting its 2009 capital spending plan.

In Mumbai, the 30-stock Sensi-
tive Index, or Sensex, fell 1.2% to
9090.88. Technology stocks de-
clined after a senior executive at In-
fosys Technologies said the com-
pany is experiencing pressure on its
billing rates as overseas clients
tighten costs. Infosys fell 1.8%, Tata
Consultancy Services shed 3.3%
and Wipro slipped 1.9%.

Despite solid gains in the morn-
ing session, Hong Kong’s Hang Seng
Index ended up just 0.9% at
13178.90, while the Hang Seng China
Enterprises index, which measures
performance of Chinese large-capi-
tal stocks, finished up 3% at 7455.81.

Banking stocks led the gains,
with Bank of China and Industrial &
Commercial Bank of China both ris-
ing 3.9%.

Philippine shares advanced
2.4%, led by utility issues after infla-
tion slowed to a 10-month low in
January, a development that gives
the central bank more room to
boost the economy amid the global
downturn. The 30-company Philip-
pine Stock Exchange Index, or PSEi,
ended at its highest level in two
weeks at 1892.07.

FUND SCORECARD
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Credit-default-swaps bill faulted
By Sarah N. Lynch

NYSE Euronext Inc. and Eurex,
two of several companies vying for
a chance to clear credit-default
swaps, criticized a draft bill to ex-
pand derivatives regulation be-
cause they fear it will impede for-
eign companies from offering clear-
ing for U.S. products.

Karl D. Cooper, the chief regula-
tory officer of NYSE Liffe, the U.S. fu-
tures exchange of NYSE Euronext,
and Thomas Book, a member of the
executive board for Eurex and Eurex

Clearing AG, units of Deutsche
Börse AG, on Wednesday told the
House Agriculture Committee at a
hearing that they fear the bill may
have unintended consequences.

The bill, which was drafted by Ag-
riculture Committee Chairman Col-
lin Peterson (D., Minn.), would re-
quire mandatory clearing of most
over-the-counter products. Under
the current language, however, all
trades must be cleared through a
clearinghouse regulated by the U.S.
Commodity Futures Trading Com-
mission.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Tom Barkley

WASHINGTON—The Group of 20
nations must step up efforts to re-
verse the downward spiral of the
world’s financial markets, including
shoring up banks by injecting capi-
tal and removing toxic assets, the In-
ternational Monetary Fund said.

“While policy makers across ad-
vanced and emerging economies
have adopted extraordinary policy
measures, further policy actions are
needed to resolve the crisis and es-
tablish a durable turnaround in glo-
bal activity,” the IMF said in a staff
report released Thursday. The re-
port was prepared as part of the
run-up to an April summit of leaders
of the G-20 nations, a group of indus-
trialized and developing nations.

The IMF reiterated that fiscal
stimulus amounting to 2% of the
world’s gross domestic product is
needed for growth. It estimated
that stimulus plans already in place
or in the works averaged about 0.5%
of a country’s GDP in 2008, 1.4% this
year and 1.3% in 2010. While that
falls short of the target, the mea-
sures should have a “considerable
impact” on G-20 economies, adding
between 0.5 and 1.25 percentage
points of growth.

Last week, the IMF slashed its
2009 estimate for global growth to
0.5%—its weakest expansion since
World War II—from a 2.2% projec-
tion two months ago.

The slowdown is adding fuel to
the negative loop between the econ-
omy and the financial crisis, the fund
said, with losses from bad U.S. debt
alone expected to reach $2.2 trillion.

“Restoring financial health will
require dealing aggressively with
distressed assets and the recapital-
ization of banks,” the IMF said in
the G-20 report. “Limiting the fall in
demand will require using the full
range of macroeconomic policies.”

The U.S. should use a combina-
tion of stimulus with measures to
unlock credit markets, the IMF said,
recommending that the Federal Re-
serve focus more on direct support
for credit markets than purchases
of government debt.

Western Europe has the scope to
cut rates further and introduce
more fiscal stimulus, it said. Tar-
geted stimulus is also appropriate
for Japan, as well as central-bank
measures to support credit markets
and maintain an accommodative
monetary-policy stance.
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By Jessica E. Vascellaro

And William M. Bulkeley

Google Inc., moving to improve its
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-
velopedby IBM, withconsumers’ 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
healthinformationonline.Othersoft-
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 a few 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.

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

show different prod-
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 a silver bullet for marketers
seekingtousetheir addollarsmore ef-
ficiently, the advertising industry is
betting on these technologies to in-
creaseonlineadvertisingspending.Al-
together, the U.S. online-ad market is
expected to increase 9% to $25.7 bil-
lionin2009,slowingfromitsyear-ear-
liergrowthrateof11%,accordingtoes-
timatesfromresearchfirmeMarketer.

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,whichmakesproduct-
recommendationsoftware,saysOver-
stock Chief Executive Patrick Byrne.

To devise the personalized ads,
which Overstock started testing a
few months ago, Choicestream relies
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,aseniorvice presidentatYa-
hoo, says demand for Smart Ads has
grown during the economic down-
turn,eventhoughfourth-quarterrev-
enue was relatively flat from the pre-

vious year. A new Yahoo service that
allowsadvertisers to target theirdis-
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-
sumersoftenfindthemmore 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.

Google, IBM promote
online health records

Web ads improve aim
New technologies
that target messages
gain with marketers

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.

Users can add data from health devices to personal records on Google.

CORPORATE NEWS

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
Œ1.41 billion ($1.81 billion) from
Œ1.55 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 Œ1.5 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.

GLOBAL BUSINESS BRIEFS

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 Œ19.2 million ($24.7
million) compared with a net loss of
Œ4 million a year earlier. Revenue
was up 23% to Œ93.7 million, driven
by continued strong sales of pediat-
ric, travel and endemic vaccines, as
well as higher license revenue.

ADVERTISING

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 of 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.

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%.

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.

—Compiled from staff
and wire service reports.

easyJet 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.
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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 A1 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.

Sanyo Electric Co.

Sanyo Electric Co. swung to a net
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
a net 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.

Executive Travel Program

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

www.accessmba.com
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Economy, rivalry weaken Ukraine’s leaders

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

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

Sadiq Rikabi, a close adviser to
Mr. Maliki, said the elections repre-
sented a victory for Iraq. 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.

By Alan Cullison

KIEV—Ukraine’s prime minister
survived a no-confidence vote in par-
liament, but a deepening economic
slump and a rivalry 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.

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 to release 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.”

Elections shift power in Iraq
Maliki gains political clout, auguring strong showing in December’s parliamentary race

Nouri al-Maliki

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

ECONOMY & POLITICS

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 U.K. 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.

U.K. 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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This year, many unhappy SuperReturns
Private-equity heads
face down the gloom
at annual conference

www.efinancialnews.com

Senior figures from the private-
equity industry gathered in Berlin
this week for the annual SuperRe-
turn International conference, where
gloomy predictions abounded.

The general mood of pessimism
was fed by the lack of available debt
to leverage up deals and declining
asset valuations that have left many
investors unable to commit to new
funds. This was illustrated in a poll
of delegates that showed 70% think
more than one-fifth of private-eq-
uity firms will effectively go out of
business in the downturn.

Senior figures, such as Henry
Kravis, co-founder of U.S. buyout
firm Kohlberg Kravis Roberts & Co.;
David Rubenstein, co-founder of
U.S. firm Carlyle Group PLC, and
Guy Hands, chief executive of U.K.
firm Terra Firma Capital Partners
Ltd., all pointed to opportunities for
the private-equity industry despite
the downturn. Mr. Rubenstein listed
15 reasons for hope in the industry,
including the need for private-eq-
uity capital being greater than it has
ever been with banks less able to sup-
ply capital and the fact that reduced
prices could yield strong returns.

Fewer people attended the event

than last year, when 1,500 signed
up. Although 1,200 delegates were
expected, it is estimated that more
than a hundred were unable to
make it because of the snow that
paralyzed London’s transport sys-
tem on Monday.

Kravis Calls for Trust

Amid a global recession, private-
equity firms need to restore trust,
said Mr. Kravis, founding partner of
Kohlberg Kravis Roberts. In a key-
note speech, Mr. Kravis told attend-
ees that a shattering of trust precipi-
tated the current global recession,
and private-equity firms have to
play a part in restoring it.

He said this meant building
closer relationships with employees
at portfolio companies; he urged his
counterparts to engage with unions
and work councils, as well as with
governments, non-government or-
ganizations, and investors.

“We can’t just focus on returns,”
said Mr. Kravis. “We have a responsi-
bility to focus on all stakeholders.
Trust is built by demonstrating a
commitment to stakeholders over
and over again.”
 —Duncan Wood

Don’t Touch the Fees

Of all the changes that the pri-
vate-equity sector might be consid-
ering, its fees seem to be near the
bottom of the list.

In a roundtable debate, Jonny
Maxwell, global head of private-eq-
uity fund of funds with Allianz Pri-
vate Equity Partners, part of Ger-
man insurer Allianz, challenged
firms to rethink their pay structure.
Investors, called limited partners,
in private-equity funds typically
pay between 1.5% and 2.5% in an-
nual fees on the money committed
to a fund, whether or not it has been
used for a deal. They pay a further
20% to 30% in performance fees
taken from profits realized from an
investment in a portfolio company.

Mr. Maxwell said he knew of one

fund that had managed only one
deal in the past 22 months. He asked
the room: “When we have dead
money in funds [capital not being in-
vested in deals but waiting as com-
mitments to be drawn down], why
am I paying you 1.5% in manage-
ment fees?”

His co-panelists tried to explain
why he should. Roberto Quarta, op-
erating partner with buyout firm
Clayton Dubilier & Rice Ltd., in-
sisted that fee structures had al-
ready changed quite drastically
from the 3% and 30% that was once
standard. “What do you expect us
to say? I think 1.5% is pretty good,”
he said.

Giancarlo Alberti, managing di-
rector with Apax Partners LLP, ad-
mitted that fee structures could be
rethought—but after the current cri-
sis has blown over. “The real ques-
tion on fees will come in 2011 or so
when we can see who has come
through this period with the best
quality portfolios—those people will
have justified their fees,” he said.

That wasn’t enough to satisfy Mr.
Maxwell. He said he expected some
funds to make an effort to reflect the
difficult environment through a tem-
porary reduction in their fees.

“For funds that closed last year,
if we all agree that debt markets are
closed, why is there no revisiting of
fees?” he asked. “It’s not about mak-
ing a long-term change—but GPs
[general partners] who come back
to the market with a less avaricious
fee structure will be regarded more
fondly. There’s an opportunity to
build significant goodwill.”
 —Duncan Wood

Unsteady Times, Steady Hands

Mr. Hands was a rare optimist at
the conference. Investment opportu-
nities this year and next, he said, are
likely to produce stellar returns.

He said he was optimistic that
the remaining commitments in
Terra Firma’s $6.9 billion third fund
will make three to five times returns
for investors because of present de-
pressed prices for assets.

Not that he has entirely escaped
the pressure from the downturn.
“This morning I got out of bed on
both sides … On one side, I was
happy, smiling and skipping to work
to take advantage of amazing oppor-
tunities,” he said. “On the other
side, I was depressed, sluggish and
thumping the pillow. Why can’t I de-
cide what the day will bring?”

Mr. Hands said investments by
buyout firms last year would be like
the Bordeaux wine vintages of 1983
and 1987. These were years where

some winemakers made spectacu-
lar wines while others made terri-
ble ones.

By contrast, he said 2010 could
be like the 1982 Bordeaux vintage,
when everyone did well.
 —Paul Hodkinson and Toby Lewis

The Rival: Sovereign Wealth Funds

Around two-thirds of deals made
by sovereign wealth funds over the
past two decades have effectively
been private-equity transactions, ac-
cording to a study, highlighting
their emergence as competitors to
private-equity firms.

Research presented at the con-
ference by Josh Lerner, professor
of investment banking at Harvard
Business School, said that the ma-
jority of direct investments made
by 29 sovereign wealth funds be-
tween 1984 to 2007 were private-
equity deals.

The study, which Prof. Lerner
conducted with Antoinette Schoar, a
finance professor at the Massachu-
setts Institute of Technology, and
Shai Bernstein, a doctoral student at
Harvard University, is based on fig-
ures from U.S. investment bank J.P.
Morgan Chase and data provider Pre-
qin. It covered almost all sovereign
wealth funds that have carried out
substantial investments. The fig-
ures have followed concern among
private-equity firms that sovereign
wealth funds have led to more com-
petition for deals.

In December, a report by data
provider Research & Markets
showed sovereign wealth funds ac-
counted for one-tenth of all money
committed to private-equity deals.
It showed aggregate sovereign
wealth fund commitments to pri-
vate equity stood at between $120
billion and $150 billion, 10% of all
available capital to the private-eq-
uity industry.
 —Jennifer Bollen

Without Money, What Can We Do?

With the flow of money into the
private-equity sector expected to
slow drastically, thoughts are turn-
ing to consolidation.

An electronic straw poll at the
conference in Berlin showed 54% of
respondents believed that between
21% and 40% of firms will be unable
to raise funds within the next seven
years, while a further 16% thought
more than 40% would be unable to
do so.

It is estimated that about 800
people were present for the panel
discussion, which featured a num-
ber of high-profile names from the
U.K.’s private-equity industry. Jon
Moulton, co-founder of Alchemy
Partners LLP, said he expected the
cull to include only a small number
of well-known firms, regardless of
their performance, as the power of
the brand remained strong.

When asked how much firms
would raise this year globally, 51% of
the audience said they expected the
total figure to be less than $200 bil-
lion. And as for the companies that
the private equities own, 71% of the re-
spondents said they thought the high
levels of leverage in private-equity-
owned companies would make them
more likely to go bankrupt than non-
private equity-owned companies.

T.J. Maloney, president of Lincoln-
shire Management Inc., said: “LPs
[investors in private-equity funds]
are scared to death that a lot of
money they have committed will just
be poured into failing companies.”
 —Paul Hodkinson
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Course objeCtives

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

In association with:

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

Delegate places are
strictly limited due to
the practical nature

of course

• Identify opportunities for leveraged finance
solutions

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

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

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

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

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

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

• Make decisions on an exit strategy and
assess the feasibility of refinancing a buyout
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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
the Senate this
week to fill that hole
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 from both parties who want 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-
cles by moderates from both parties,
who,onpaperatleast,would seemto
have the potential to be real power
brokers in the 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 a result 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.

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,
ClaireMcCaskillofMissouri
and Jon Tester of Montana.

Somewhere in that mix
shouldlieapotentialcentrist
blocthatcouldreallymatter.
And indeed, the group ap-
pears likely to succeed in
trimming some spending

outof the stimulus bill.
But a broader moderate wave

doesn’t seem to be taking shape. The
stimulus bill isn’t being rewritten in a
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,SnoweandSpecter.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.

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 news isn’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-

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
a new 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.

Productivity rises as jobs are cut

Susan Collins

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.
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Number of insolvent firms
is expected to rise in U.K.

Kaupthing to seek extension

By Ragnhild Kjetland

LONDON—Royal Bank of Scot-
land Group PLC said Thursday it has
decided to keep its insurance busi-
ness, 10 months after first announc-
ing its intention to sell it.

The bank said the board has de-
cided that the insurance business
falls under the category of activities
that have “a clear competitive ad-
vantage, credible future growth op-
portunities from strong customer
franchises and which generate ap-
propriate risk-adjusted returns.”

When RBS launched its first capi-
tal increase in the wake of the credit
crunch in April, it also announced
plans to sell some assets, including
the insurance operations, to help
boost capital.

The bank had initially hoped to
get £7 billion ($10 billion) for the
business, which includes the Direct
Line, Churchill, Privilege, Green
Flag and NIG brands.

Analysts had valued RBS Insur-
ance between £4 billion and £6 bil-
lion when the sales process started,
but plummeting equity markets and
a lack of debt to finance deals sub-
stantially cut valuations.

“Given RBS’s broader consider-
ations, it was important to test the
market for this business, which has
demonstrated that a sale on terms

currently available would destroy
value for RBS’ shareholders,” Chief
Executive Stephen Hester said in a
statement.

Throughout the sales process,
then-Chief Executive Fred Goodwin
said he wouldn’t sell the business at
a low price.

Since it unveiled a second capital
increase in October, giving the U.K.
government a 58% stake in the bank,
RBS has been conducting a strategic
review. A further capital restructur-
ing was announced last month,

which could increase the govern-
ment’s stake to 70%.

Mr. Hester said the insurance
business benefits from a leading
market position, strong cash genera-
tion and low capital requirements.

“It doesn’t absorb funding or
risk-weighted assets and isn’t
closely connected to the credit cy-
cle,” Mr. Hester said. “It can play an
important role as we return the RBS
group to standalone strength.”
 —Marietta Cauchi contributed

to this article.

RBS will keep insurance business
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Russia to bail out banks
Putin promises cash
to get credit flowing;
rejects nationalization

Zurich Financial net sinks, to cut payout

RBS wasn’t able to sell its insurance operations at the price it wanted.

By Anna Molin

Iceland’s troubled Kaupthing
Bank hf plans to request a nine-
month extension of the moratorium
granted by a Reykjavik court in No-
vember, a move meant to protect its
assets from creditors while giving it
more time to sort out its finances.

The district court had initially set
a Feb. 13 deadline for Kaupthing’s res-
olution committee, in charge of wind-
ing up the company following its col-
lapse and part-nationalization in Oc-
tober, to figure out a way to sell as-
sets and pay back creditors.

Several other Icelandic invest-
ment firms, including Baugur Group
hf and Stodir hf, formerly FL Group
hf, also have applied for moratori-
ums in Reykjavik.

The moratorium works to protect
Kaupthing from legal actions from
creditors and has allowed it to pre-
vent asset-freezing orders in Europe
and the U.S. It has also delayed repay-

ments to debt holders, who may
have to wait until November 2010 be-
fore they see any money should the
court decide to authorize the maxi-
mum extension of the moratorium.

“The moratorium has and will
continue to provide the ‘breathing
space’ needed for the resolution com-
mittee to develop effective asset-re-
alization and restructuring strate-
gies to maximize returns for all credi-
tors of the bank,” Kaupthing’s resolu-
tion committee said following its
creditors meeting Thursday.

Kaupthing, along with Lands-
banki Islands hf and Glitnir hf—for-
merly Iceland’s biggest commercial
banks—were split into “good” and
“bad” banks after being taken over
by the government in the autumn,
when the credit crunch threatened
to push them into insolvency be-
cause of their overleveraged balance
sheets. The government ordered the
banks to sell foreign assets to raise
money for domestic depositors.

By Goran Mijuk

ZURICH—Zurich Financial Ser-
vices AG reported an 87% drop in
fourth-quarter net profit as it was
pummeled by investment write-
downs, and said it would cut its divi-
dend to protect its balance sheet.

However, the insurer said it was
able to increase premium prices in
its non-life business and said that,
thanks to its financial strength, it ex-
pects to grow organically and
through acquisitions.

Net profit for the last three
months of 2008 plunged to $205 mil-
lion from $1.53 billion a year earlier
as investment losses on its stock and
bond portfolio of around $1 billion
hurt the bottom line.

Zurich Financial’s figures were
in line with those of many other Eu-
ropean insurers, whose invest-
ments were hurt by bond and stock

impairments. From an operational
perspective, business is thriving as
the Swiss insurer was able to in-
crease renewal rates in its nonlife
business by 5% in the U.S. and about
1% in Europe.

“Looking forward, we do not see
significant improvements in the eco-
nomic environment in the near
term,” warned Chief Executive
James Schiro. “But our strong bal-
ance sheet, operational capabilities
and well-balanced portfolio of busi-
nesses position us well to continue
executing on our strategy.”

To protect its balance sheet and
maintain its Double-A rating from
Standard & Poor’s, Zurich Financial
said it will cut its dividend to 11 Swiss
francs, or $9.50, a share, from 15
francs. The insurer, which last year
canceled part of its share buyback
for the same reason, said it will con-
tinue to curb costs, envisaging sav-

ings of about $400 million this year.
Chief Financial Officer Dieter

Wemmer said Zurich Financial’s capi-
tal, which had dropped 24% to $22.1
billion by the end of December from
$28.95 billion a year earlier, was still
strong.

The company’s solvency ratio, an
industry figure reflecting capital
strength, was also sound at 153% af-
ter the dividend payout, the finance
chief added. This figure, according
to analysts, is above the European av-
erage of about 130% and is likely to
allow Zurich Financial to grow with
the help of its own capital, rather
than tapping funds from investors or
governments, as Swiss Reinsurance
Co., American International Group
Inc. and Aegon NV have.

The insurer has bought eight com-
panies in Europe and the U.S. for
about $2 billion in the past few
months.

MONEY & INVESTING

By Ainsley Thomson

LONDON—Five thousand U.K.
companies are predicted to become
insolvent in 2009, 55% more than
2008, financial services firm KPMG
said Thursday.

The jump in expected insolven-
cies in 2009 comes after 3,225 compa-
nies went into the U.K.’s equivalent
to bankruptcy—administration and
receivership—in 2008, which was a
45% increase from 2007. KMPG part-
ner Chris Laverty said there is poten-
tial for the number of insolvencies to
increase even further in 2010.

“With consumer confidence in de-
cline, the soaring cost of imported
goods or withdrawal of credit insur-
ance and the overall lack of credit to
bridge retailers to the next key trad-
ing period of Easter, means we would
expect the tally of insolvencies on
the High Street to continue to climb,”
she said.

In recent weeks there has been a
glut of administrations including
those of retail chain Woolworths
Group PLC, pottery firm Waterford
Wedgwood PLC, Adams Childrens-
wear, entertainment retailer Zavvi

U.K., coffee and tea retailer Whittard
of Chelsea, and U.K. high-street shoe
chains Barratts Shoes and Priceless
Shoes.

“The downturn is now firmly en-
trenched in the real economy and
there are hardly any sectors that
have not been hit,” said Jim Tucker,
also a partner at KPMG. “Confidence
is a key driver behind consumers’
and business’ willingness to spend
money, and right now confidence is
at a low ebb.”

KPMG said its analysis showed
the number of companies restructur-
ing their debt increased by 79% in the
third quarter of 2008 to 2,036 com-
pared with the same period in 2007.

Mr. Tucker said the number of
debt restructurings, where a
stressed company negotiates with
its lenders over the terms of its debt,
would continue to rise in 2009.

“Those companies that delay ap-
proaching their creditors are at
grave risk of failure,” Mr. Tucker
said.

Mr. Tucker said the most troubled
sectors in coming months would be
travel and leisure, chemicals and in-
dustrials, including automotive, en-
ergy and natural resources.

By Lorraine Luk

HONG KONG—PCCW Ltd. shares
were suspended from trading as the
company awaited publication of re-
sults of a shareholder vote being in-
vestigated by securities regulators.

Shareholders of Hong Kong’s dom-
inant fixed-line phone operator ap-
proved a US$2.1 billion buyout offer
Wednesday from a group led by its
chairman, deal maker Richard Li. But
officials with Hong Kong’s Securities
and Futures Commission seized the
voting records shortly after and said
they would inquire into the matter.

PCCW’s shares were suspended
from trading Thursday because the
official results of the company’s spe-
cial shareholders’ meeting hadn’t
been published by the Hong Kong
stock exchange, a spokesman said.

PCCW said it wasn’t aware of any
improprieties and would cooperate
with the inquiry. The company said it
expects its shares will trade Friday.

“The SFC has confirmed that it
has commenced an investigation
into the voting,” the company said
in a statement to the Hong Kong
stock exchange.

Its shares last traded Tuesday at
4.17 Hong Kong dollars, a roughly
7% discount to the HK$4.50-a-share
offer price, reflecting concerns over
whether the deal will be completed.
The transaction will be reviewed by
a Hong Kong court this month under
local rules.

Local media and a shareholder
activist claimed earlier in the week
that some people received shares in
the company in exchange for their
support of the deal.

The Securities and Futures Com-
mission said Thursday that a politi-
cal party, the Democratic Alliance
for the Betterment and Progress of
Hong Kong submitted a formal peti-
tion concerning the matter.
 —Jonathan Cheng

contributed to this article.

PCCW trades halted amid probe
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Prime Minister Vladimir Putin
said the government is putting hun-
dreds of billions of rubles into trou-
bled state-owned banks to get credit
flowing again but ruled out partial
nationalization of private lenders.

Mr. Putin said the government will
inject 200 billion rubles ($5.5 billion)
into state-backed lender OAO VTB. Ad-
ditionally, state-owned Vnesheconom-
bank, which has spearheaded the gov-
ernment’s anti-crisis efforts to shore
up the economy, will get a 100 billion
ruble capital boost, and could also re-
ceive a further 100 billion rubles in
subordinated loans, he said.

State-controlled Sberbank, the
country’s largest bank, would also re-
ceive help, if necessary, Mr. Putin
said. VTB is 77.5%-owned by the state,
while VEB is 100% state-owned.

He also said the state would lend
private banks up to 100 billion ru-
bles in coming months in subordi-
nated loans on the condition that
borrowers pump the money into the
real economy by lending to strug-
gling companies. But he said the gov-
ernment had no intention of taking
stakes in private banks.

Russia is grappling with its worst
financial crisis in a decade, and is
widely expected to slip into recession
this year. The Russian ruble has been
hammered by plunging crude prices
and the record capital outflow of
$130 billion last year. The Russian ru-
ble teased the lower edge of its trad-
ing band Thursday before retreating
rapidly, as the central bank pro-

claimed confidence that at current
oil prices it can defend the currency.

Sergei Shvetsov, director of mar-
kets operations at the central bank,
said that with oil prices between
$39 and $51 a barrel the country’s
current account should remain bal-
anced, softening the pressure on the
ruble. Oil prices were at $41.14 a bar-
rel Thursday afternoon in New York.

“The central bank won’t have to
shed too much blood to defend the
41-ruble mark,” said Mr. Shvetsov
during the Russia Forum confer-
ence organized by Troika Dialog in-
vestment bank.

Traders pushed the ruble briefly
down to the 41-ruble limit against
the dollar-euro basket the central
bank uses for setting the ruble’s ex-
change rate, but the currency
swiftly regained some strength and
wavered between 40.94 rubles and
40.97 rubles most of the day.
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