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Bleak outlook drills OPEC
Despite oil cartel’s production cuts, crude prices have yet to rally strongly

Under fire

The U.S. needs to plan for
next blaze as this one rages
Economy & Politics, page 10
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Gunman kills at least 15 people in Germany

By Marc Champion

BRUSSELS—Here’s a mes-
sage from Berlin to U.S. offi-
cials arguing that Europe’s
governments should pony up
as much as Washington has to
stimulate their economies:
Germany’s already doing it.

U.S. officials say they want
to use the April 2 summit of
the Group of 20 countries to
persuade other economies to
do more to boost flagging de-
mand by passing bigger emer-
gency government spending
packages, similar in scale to
the $787 billion that the U.S.
administration recently
pushed through Congress.

Europe’s a prime target of
the pressure campaign. It has
pledged to spend Œ200 billion
($257billion)onstimuluspack-
ages, less than half the U.S.
amount for a similar size econ-
omy. Meanwhile, the Interna-
tional Monetary Fund and
many economists believe that
with growth forecasts still spi-
raling downwards around the
globe,allthemajorglobalecon-
omieswill needtodomore,and
the sooner the better.

But the trans-Atlantic de-
bate over stimulus packages
has touched a raw nerve in
Germany, which believes
many U.S. critics fail to take
into account some big differ-
ences between the U.S. and Eu-
ropean economies. One big
one: Europe’s generous wel-
fare states mean that when re-
cession strikes, governments

Please turn to page 31

By Aaron O. Patrick

The global financial crisis
that has triggered bank losses
and sent currencies tumbling
across Eastern Europe now is
taking a toll on the region’s
real economy and hitting con-
sumers with higher food
prices.

Food inflation in many of
Europe’s emerging econo-
mies accelerated this year, ac-
cording to government statis-
tics. In Hungary, monthly
food inflation jumped to 2.7%
in January from 0.2% in De-
cember, according to Euro-
stat, the statistical office of
the European Commission.

Food prices edged up in Po-
land and the Ukraine and this
week the Czech Republic’s cen-
tral bank said overall inflation

in February was higher than
expected because the coun-
try’s plunging currency is driv-
ing up food prices.

Plunging currencies are at
the root of the problem. Cur-
rencies have declined as inves-
tors have lost confidence and
moved capital elsewhere. Fall-
ing currencies mean shoppers
have less purchasing
power—a handicap that
hasn’t been offset by falling
commodity prices and cheap
oil, which normally translate
into benefits for consumers.

In recent months, the glo-
bal financial crisis has hit
hard in Eastern Europe,
where the economies have de-
clined more than their weak-
ened Western European coun-
terparts. Abrupt currency de-

Please turn to page 31

Felix Austria?
The Alpine republic’s
banks are overexposed in
Eastern Europe. Page 15

Money & Investing: Business school students now have little to bank on
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Stimulus
debate
enmeshes
Germany

Rising food prices

hit Eastern Europe

By Spencer Swartz

And Guy Chazan

LONDON—Members of
OPEC hope to capitalize on
their recent success in stabi-
lizing oil prices, but falling de-
mand and uncertainty about
the cartel’s ability to main-
tain output cuts over the long
haul mean any sustained rise
in prices could be a long way
off.

As the dozen members of
the Organization of Petro-
leum Exporting Countries
gather in Vienna on Sunday,
they face a much bleaker

world economic outlook than
at their last meeting three
months ago. Since December,
many industry analysts have
cut forecasts for world oil de-
mand. The U.S. Energy Infor-
mation Administration com-
pounded the pessimism this
week, forecasting that de-
mand will fall this year by
about 1.6% or 1.4 million bar-
rels a day—three million bar-
rels a day less than it pre-
dicted in September.

The EIA also released data
Wednesday showing that U.S.
crude inventories rose by a
higher-than-expected

700,000 barrels last week
and are at the upper limit of
the average range for this
time of year, while demand
for oil products over the past
four weeks dropped 2.1% com-
pared with the year-earlier
period.

Data out this week from
China, the world’s second-
largest oil consumer, showed
crude imports falling 15% in
February. Both OPEC and the
International Energy Agency
are expected to revise down
their demand projections, set
for release Friday.

The gloomy forecasts are

complicating OPEC’s efforts
to balance world oil markets.
“They are fighting a rear-
guard action, chasing ever-de-
creasing demand,” says
Goran Trapp, global head of
oil trading at Morgan Stanley.
“Even if they do cut again [in
Vienna], it might not be
enough.”

Some members have indi-
cated they want more produc-
tion curbs. One senior OPEC
delegate put the odds of an-
other cut of one million bar-
rels a day at 50-50. “Looking
at the new demand figures

Please turn to page 30
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10x faster based on comparing Oracle data warehouses
on customer systems vs. HP Oracle Database Machines.

Potential savings based on cost/terabyte comparison with
selected competitor systems; Oracle Database and options

licenses not included. Actual results and savings may vary.

Copyright © 2009, Oracle. All rights reserved.

The World’s Fastest
Database Machine
• Hardware by HP

• Software by Oracle

*But you have to be willing to
spend 50% less on hardware.

Runs Oracle
10x Faster*

VO L . X X V I I N O . 2 9  T H U R S DAY, M A R C H 1 2 , 2 0 0 9

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

When one of the world’s
most secretive metals-trad-
ing companies puts out a
statement with details of its
2008 accounts, you know
something’s up.

The financial crisis has
forced Switzerland’s Glen-
core International to im-
prove its disclosure even
though it is a private com-
pany.

Why? The firm, founded
by Marc Rich, has tapped the
bond markets several times
since 2004. And it owns 35%
of publicly traded miner
Xstrata.

As the commodities bub-
ble burst and the financial
crisis took hold, investors
started to fret about Glen-

core. The spread on credit-de-
fault swaps, to insure against
default on its debt, widened
to levels typical of compa-
nies on the verge of collapse.
One of the reasons poten-
tially exacerbating the situa-
tion was hedge funds going
long on Glencore’s CDS and
short on Xstrata stock.

Glencore’s heavy expo-
sure to Xstrata—and the fact
that it has used part of its
stake as collateral against
loans—means that a falling
share price adds to fear over
Glencore’s stability. Xstrata
shares have fallen 71% in the
past six months.

Glencore’s limited disclo-
sure and the fact that it
agreed to sell coal assets for

$2 billion to Xstrata rather
than put cash into its recent
$5.9 billion rights issue
hardly helped.

Wednesday’s release by
Glencore may lay to rest
some of the market’s fears.
Glencore says it had $5 bil-
lion in cash and undrawn
credit lines at end-December.
That is important consider-
ing the $2 billion in asset-
backed financing it has to
roll over in mid-2009.

But Glencore has hardly
laid itself open. Balance-
sheet information was
sketchy. As long as disclo-
sure remains selective, the
uncertain mining outlook
won’t endear investors to
Glencore bonds. On Wednes-

day, the company’s five-year
CDS tightened slightly, but
they still trade at distressed
levels.
 —Matthew Curtin

Since the crisis kicked off,
financial black holes have
opened up all over the finan-
cial system. Is another devel-
oping in the Japanese elec-
tronics industry?

Cash and equity levels at
the electronics makers are
dropping fast as losses
mount. The nine largest com-
panies expect net losses to
total $19 billion in the fiscal

year that ends this month.
Substantial restructuring

is in order if the companies
are to survive a prolonged
slump in demand. But some
lack the financial where-
withal to take these steps.

Further fund raising from
capital markets is likely to be
necessary. And that would
add dilution to the litany of
concerns facing shareholders.

On Wednesday, Fitch Rat-
ings downgraded the debt of
Panasonic, Sharp, Hitachi,
Sony, NEC and Toshiba.
Goldman Sachs has forecast
that Toshiba may need as
much as $3 billion in new
capital. It has seven other
companies on the list of
those that might need funds.

With the Japanese stock
exchange’s benchmark index

around 26-year lows, inves-
tors might try scooping up
these blue chips at heavily
discounted levels, provided
the funds are used to execute
turnaround strategies.

But that remains a big
“if.” Even if the companies
line up financing, there is lit-
tle guarantee they won’t just
muddle through as usual.
 —James Simms

The world adjusts to less Chinese trade
Fewer exports erode
Beijing’s demand
for overseas assets

Restructuring needed as Japan stares at a black hole

Aer Lingus losing altitude
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Maybe Aer Lingus
Group investors should
have listened to Ryanair
Holdings Chief Executive
Michael O’Leary after all.

The slump in Aer Lin-
gus’s share price to an all-
time low comes after the
Irish airline presented a
much gloomier outlook than
the one it offered when
fighting off Ryanair’s Œ748
million ($948 million) take-
over offer in December.

That offer, valued at
Œ1.40 a share, was with-
drawn after the Irish state
and employee groups—key
shareholders in the airline—
rejected Ryanair’s approach.
After Wednesday’s 27%
slump, Aer Lingus shares
trade at 58 European cents
each in Dublin. That is
down more than 70% in the
past year, compared with a
50% fall in the DJ Global Eu-
rope Airlines index.

In December, Aer Lingus
said it expected to be profit-
able, on certain measures,
in 2008 and 2009. It actu-
ally reported a net loss of
Œ107.8 million and an operat-
ing loss of Œ17.6 million last
year. Worse, Aer Lingus ex-
pects its operating loss to
widen in 2009.

Another concern is the

rate at which Aer Lingus’s
cash balance is evaporating.
The buffer provided by Œ757
million of net cash at the
end of 2007 was a key pillar
of its defense strategy
against Ryanair. But at the
end of 2008, net cash was
Œ654 million, and Aer Lingus
estimates it will be no more
than Œ430 million at the end
of this year. That is a drop
of almost half in two years.

True, some of that de-
cline is from restructuring
costs, which will total Œ120
million in 2009 to achieve
Œ52 million in annual cost
savings. But other cash
sinks are likely to persist un-
til the industry emerges
from its slump. Customers
are increasingly making
bookings closer to when
they travel, and ticket
prices will have to fall—the
airline estimates by 10% in
2009—to retain passenger
numbers.

Aer Lingus investors
may now regret rejecting Ry-
anair. The carrier’s strong
balance sheet is leaking and
the European market is con-
solidating fast. The small
flag carrier needs to start
sounding out a deal with a
stronger partner.

—Sean Walters

By Andrew Batson

BEIJING—A sharp decline in Chi-
na’s trade surplus in February as its
exports plunged could signal a shift in
the nation’s financial balance with
the rest of the world, possibly reduc-
ing the speed with which it piles up
foreign-currency assets such as U.S.
Treasury bonds.

China’s customs agency said
Wednesday merchandise exports in
February plunged 25.7% from a year
earlier. That is one of the biggest
drops on record, and extends the
17.5% fall in January for a fourth
straight monthly decline.

Imports fell slightly less, 24.1%,
thanks in part to government spend-
ing, which other data issued Wednes-
day showed picking up in February.
That left a monthly trade surplus of
$4.84 billion—the smallest in three
years. The number, just a fraction of
January’s $39.11 billion, reverses a re-
cent string of record surpluses.

The worsening trade situation has
led to a spate of factory closings and
layoffs in China. The new figure under-
scores the extent of the collapse in glo-
bal demand for goods, and shows
China approaching the starker export
declines recorded by other Asian
countries.

With demand in major markets
contracting, China’s export growth is
unlikely to recover soon. Analysts say
smaller trade surpluses could be here
to stay, though the shift isn’t likely to
be severe enough to rattle the U.S.

bond market.
“I think there’s definitely a turn-

ing point in the trade balance,” said
Ken Peng, an economist for Citigroup
in Shanghai. He now expects the
monthly trade surplus to be in the
range of $5 billion to $15 billion in
coming months, compared with the
$30 billion to $40 billion range in the
past few months.

The trade surplus pours a steady
stream of foreign-currency export
earnings into China, funds the central
bank buys up in exchange for local cur-
rency and holds in its official re-
serves. At the end of 2008, those hold-
ings totaled $1.946 trillion—the

world’s largest such stash. Most of
the reserves are in the safest invest-
ments available: government debt is-
sued by the U.S., Japan, or European
nations. That means there are always
questions about how much money
China will be funneling into that debt,
especially as governments ramp up is-
suance to fund stimulus plans.

“The shortanswer is that the appe-
tite is not growing, but the appetite is
voracious. The trade surplus may
shrink a bit, but it’s still large,” said
Tim Condon, Asia economist for ING
in Singapore. The bond market could
show a “knee-jerk” negative reaction
to the news of the smaller trade sur-
plus, he said, but such shocks typi-
cally have been short-lived. “Ulti-

mately bond yields are going to be
driven by expectations about growth
and inflation and not the nationality
of the holder of the bonds.”

The steady increase in China’s offi-
cial reserves has made it the U.S.’s
largest single creditor. Brad Setser
and Arpana Pandey of the Council on
Foreign Relations estimate that, tak-
ing into account holdings of state-
owned banks and sovereign-wealth
fund, China held about $900 billion in
Treasury bonds and bills at the end of
2008.

That sum should continue to
grow, if not at the pace of the last cou-
ple of years. Stephen Green, China
economist for Standard Charted, fore-
casts that China’s current-account
balance—a broader measure of its
trade position—will fall to $406 bil-
lion in 2009 from $440 billion in
2008. He estimates that foreign-ex-
change reserves will increase “only”
$300 billion this year, after $420 bil-
lion in 2008. “This means its appetite
for U.S. debt will be smaller,” he wrote
in a report this week, so other buyers
will have to pick up the slack if inter-
est rates aren’t to rise.

At the moment, U.S. rates remain
low and there is no shortage of buy-
ers, foreign or domestic, for Treasury
debt. The global market turmoil has
pushed investors everywhere to pile
into U.S. government bonds, which
are seen as one of the few safe invest-
ments left.

Foreign central banks’ holdings of
U.S. Treasurys at the Federal Reserve
have climbed recently, reaching
$1.783 trillion on Mar. 4, compared
with $1.708 trillion at the beginning
of the year. The Fed’s figures show a
net increase of $44.66 billion in such
Treasury holdings in February—
much more than the $24.15 billion net

increase in January, when China ran a
larger surplus.

While the U.S. has been heavily de-
pendent on foreign purchases of Trea-
sury bonds in the past, that’s partly
because its own residents were sav-
ing too little to buy many of them,

though that is changing: the U.S. per-
sonal savings rate rose to 5% of dispos-
able income in January. It had been
less than 1% as recently as August.
More household savings could pro-
vide an additional source of demand
for bonds.

A glimpse into Glencore

The rise in China’s
reserves has made it
the U.S.’s largest
single creditor.

Mining the 
depths
The bursting of the 
commodities bubble 
has pushed Xstrata’s 
shares lower.

Source: Thomson Reuters Datastream 
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Roche Holding ............. 22
Royal Bank of Scotland

Group ........................ 20
Ryanair Holdings ......... 32
Saks ................................ 8
Samsung Electronics .... 7
Scania ............................. 6
Schaeffler Group ........... 6
Severstal ........................ 6
Sharp ........................... 32
Siemens ........................ 6
Skandinaviska Enskilda

Banken ..................... 20
SN Holding ..................... 4
Sony ........................ 24,32
Southwest Airlines ....... 4
Stanford Capital

Management ........... 20
Stanford Group ........... 20
Stanford International

Bank ......................... 20
Swedbank .................... 20
Take-Two Interactive

Software ................... 20
Tata Motors ................... 6
Tate & Lyle PLC ........... 24
3i Group ....................... 24
Tiffany ............................ 8
Toshiba .................... 24,32
Toyota Motor ............ 6,30
UBS ...................... 3,20,22
United Overseas Bank .24
U.S. Bancorp ................ 22
Volvo .............................. 6
Wal-Mart Stores ........... 8
Wells Fargo & Co. ......... 9
Wolseley ..................... 24
Wyeth ............................ 9
Xstrata ................... 21,32

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

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

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

German gunman kills 16
Violence in school
will heighten debate
on Europe’s gun laws

CORRECTIONS &
AMPLIFICATIONS

German factory orders
plummeted in January

Police and paramedics at Albertville high school in Winnenden, Germany, where a
former student began a shooting spree on Wednesday that left 16 dead.

By Andrea Thomas

BERLIN—German manufactur-
ing orders fell for the fifth straight
month in January as demand crum-
bled, especially in countries outside
the euro zone, data released by the
economics ministry showed.

Orders dropped a seasonally ad-
justed 8% from December, turning
the slump, which began in Septem-
ber, into “the deepest five-month
fall since Germany’s reunification,”
a ministry spokeswoman said.

Compared with a year earlier, or-
ders were down 37.9% in January, fol-
lowing a downwardly revised an-
nual drop of 28.2% in December.
“That was the biggest annual drop
since 1991,” the ministry spokes-
woman said, referring to the Janu-
ary data. Germany started compil-
ing joint data in 1991 following the
reunification of the country.

The data bode ill for industrial
production in coming months, with
the ministry saying the outlook “re-
mains very depressed.”

Analysts echoed the warning.
“These data are truly terrible. They
imply continued sharp falls in out-
put,” said Dominic Bryant, econo-
mist with BNP Paribas. “Even before
today’s release, output was likely to
fall for the next two or three
months. Now those falls will proba-
bly be sharper and extend further
into 2009.”

Alexander Koch, economist with
UniCredit Research, called the short-
term outlook for Europe biggest
economy “absolutely ugly.”

German manufacturing orders
have been falling since December
2007, with the exception of a rise in
August, according to the economic
ministry. In December, orders fell a
downwardly revised 7.6%, com-
pared with a previously reported
6.9% decrease. January’s manufac-
turing-order data would have been
even worse if they hadn’t been
boosted by an unusually high level
of big-ticket orders.

Foreign orders in January
dropped 11.4%, while domestic or-
ders fell 4.3% from December, the
ministry said. Orders from coun-
tries that share the euro currency
fell just 1.2%, while demand from
states outside the euro zone plum-
meted 18.2% on the month.

Orders for investment goods
showed the strongest decline, down
9.1% from December as orders from
countries outside the euro zone tum-
bled by 24.1% on the month, while de-
mand from euro-zone countries was
up 7.8%.

The German economy fell into re-
cession in the fourth quarter, con-
tracting 2.1% from the previous quar-
ter. The economy will shrink at least
3% in 2009, the Bundesbank warned
Tuesday.

By David Crawford

BERLIN—Wednesday’s shoot-
ing spree that began in a southern
German school left 16 dead, includ-
ing the gunman, and is likely to
stoke fresh debate about gun con-
trol and public security in Europe.

The shooting began about 9:30
a.m., when 17-year-old Tim
Kretschmer entered Albertville
high school in Winnenden, a sub-
urb of Stuttgart. Police say Mr.
Kretschmer, a former student
there, killed nine students and
three staff before killing a passerby
and fleeing in a hijacked car. After
crashing into a roadblock, he ran,
killing two passersby before killing
himself during a police shootout.

Detective Bernd Carstensen,
speaking on behalf of the Associa-
tion of German Police Detectives,
said the killing spree reveals weak-
nesses in German laws restricting
access to personal weapons. “Weap-
ons should be locked and out of
reach; but the law is not enforced,”
Mr. Carstensen said.

A police spokesman said police
are investigating whether weapons
owned legally by the gunman’s par-
ents were stolen before the ram-
page.

Jürgen Roth, an adviser to the
German parliament who helped pre-
pare the country’s strict gun-con-
trol legislation, says lawmakers
across party lines believe German
gun laws are adequate but need bet-
ter enforcement. Germany strength-
ened its gun laws in 2003, a year af-
ter a 19-year-old student killed 16
other people and then himself at a
high school in Erfurt. The law re-
quires gun owners to register and se-
curely lock their weapons.

Mr. Carstensen says local gov-
ernments need to do more than reg-
ister the ownership of sport weap-
ons. Inspectors should visit homes
to ensure guns are locked, he said.

Although gun-control laws in
most European countries are rela-
tively tighter than in the U.S., mass
shootings aren’t unheard-of in Eu-
rope.

The U.K. has had very strict gun
controls since 1997, after a man
walked into a primary school in
Dunblane, Scotland, in 1996 and
killed 16 children and their teacher,
using four licensed handguns.

Controls in France have long
been tight, but some called for
even stricter rules in 2002 after a
disturbed man shot eight city offi-
cials in the Paris suburb of Nant-
erre. He acquired the pistols used
in the shooting legally, but the per-
mits had expired. Subsequent de-
bate has focused on how to ade-
quately keep track of legal guns.

Germany’s neighbor Switzer-
land has one of the world’s highest
per-capita rates of gun ownership.
Most Swiss men of military age are
assigned to a militia within the

Swiss army as part-time soldiers,
and militia members keep their
standard-issue weapons at home
for the duration of their service.

About 1,000 students attend the
Albertville school. Mr. Kretschmer
opened fire in two classrooms, as
students leapt out of windows to es-
cape the shooting.

Before police arrived at the
school, Mr. Kretschmer hijacked a
car, which he crashed about 40 kilo-
meters away at a police roadblock.
He then fled on foot, killing two ad-
ditional passersby, as police closed
in, according to police spokesman
Fritz Mehl. In a final shootout, the
gunman injured two policemen be-
fore killing himself, police said.

News of the killings shocked Ger-
many. Chancellor Angela Merkel in-
terrupted her morning schedule to
follow reports from the crime
scenes, her spokesman said. Ms.
Merkel called the killings “incom-
prehensible.” In schools through-
out Germany, teachers and stu-
dents halted regular classes to dis-
cuss the tragedy. In Bavaria, state
education minister Ludwig
Spaenle ordered a new security
plan for public schools.
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European Aeronautic Defence &
Space Co. reported annual net in-
come of Œ1.6 billion for 2008. A
chart that ran Wednesday in the Cor-
porate News section didn’t cor-
rectly indicate that the values given
were in billions of euros.
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Food prices rise in the East

Stimulus-plan debate touches a raw nerve in Germany
FROM PAGE ONE

automatically start paying out more
than in the U.S. in the form welfare
checks and other so-called auto-
matic stabilizers.

Thesestabilizersshouldbeconsid-
ered alongside fresh emergency mea-
sures, many economists argue. The
IMF agrees with much of this view.
“Countries that have a bigger govern-
ment footprint will have larger stabi-
lizers, which will add to any stimulus
package,” said a senior fund official.
Healsosaidthatbecauseofitssizeand
role as a safe haven, the U.S. “can bor-
row more, and more cheaply than
other countries. So it can and should
do more to sustain global growth.”

Germany, Europe’s biggest econ-
omy, is the natural go-to country on
the stimulus issue across the Atlan-
tic as the country with most capac-
ity to increase spending. Berlin has
also argued vocally against running
up big deficits, tapping into deep cul-
tural fears over the risks of debt and
inflation inherited from experience
of hyper-inflation in the 1920s.

Finance Minister Peer Stein-
brück made clear again this week
that neither Germany, nor the euro-
zone, plans to rush out any new stim-
ulus packages after the summit. Ger-

many already adopted “an ex-
tremely ambitious” stimulus worth
3.5% of gross domestic product over
2009 and 2010 combined, said Ger-
man finance ministry spokeswoman
Jeanette Schwamberger. “Before we
start talking about new programs
we should give the ones already
adopted time to have their effect.”

According to the IMF, Germany’s
emergency spending for 2009 is 1.5%
of GDP, and 2% of GDP in 2010. By
comparison, the U.S. would pump 2%
of GDP into the economy this year
and 1.8% in 2010, the IMF says.

Add in the effects of automatic
stimulus in a recession and the gap in
2009closes.In2009,Germany’sstabi-
lizers will contribute about 1.7% of
GDP, compared with 1.5% in the U.S. By
that reckoning, the total U.S. stimulus
thisyearshouldbearound3.5%ofGDP,
Germany’s 3.2%. Next year, Germany’s
stimulus would be slightly larger.

The real complaint against Ger-
many, economists say, isn’t that its
stimulus is smaller than that of the
U.S., but that it started too late. Last
year, according to the IMF figures,
the U.S. already pumped an extra
1.1% of GDP into the economy. Ger-
many did nothing.

Now, Germany effectively is being

asked to step in to provide a stimulus
package for the eurozone as a whole.
That creates a dilemma for Germany,a
far more open economy than the U.S.,
says Barry Eichengreen, professor of
economicsand political science at Uni-
versity of California, Berkeley.

“The more open your economy,
the more your stimulus benefits your
neighbors,” he said. He noted that
German consumers are just as liable
to use the stimulus to buy Italian Chi-
anti wine or U.S. goods as to buy Ger-
man Riesling. “But those who can pro-
vide a stimulus for the euro-zone as a
whole should do it,” he added.

Italy’s stimulus package, in the
midst of the worst recession in gen-
erations, is a tiny 0.2% of GDP. But It-
aly, which uses the euro, already has
racked up public debt worth 109.4%
of GDP. Other than Germany, the sig-
nificant European country that prob-
ably has room to do more, econo-
mists say, is France.

Continued from first page

clines have spurred calls in some
Eastern European capitals to weigh
adopting the euro.

Falling currencies across East-
ern Europe are making it more ex-
pensive to import food and con-
sumer goods—and can drive up the
price of locally made food. Some pro-
ducers look to sell their goods
abroad, where they are likely to
draw higher prices.

In a supermarket near Budap-
est’s Western railroad station, Gab-
riella Erdélyi lamented that Hungar-
ian produce was scarce.

“You can’t find Hungarian toma-
toes, or good Hungarian apples,”
she said, complaining that much of
the country’s bounty is exported.
Hence shoppers are stuck with im-
ported goods—increasingly expen-
sive as Hungary’s forint spirals
down. Ms. Erdélyi fingered an or-
ange, from Cyprus, that was going
for 439 forints ($1.87) a kilo. That is
twice what it was several weeks
ago, she said.

Although consumers are feeling
the pinch, rising food prices haven’t
reached a crisis point, analysts say.

“Food prices globally have been
falling and a lot of the impact has
been put aside [in Eastern Europe]
by the currency devaluation,” says
Ivailo Vesselinov, an economist at
Dresdner Kleinwort. “The increases
are not large [but] it may turn out to
be a huge problem along the line.”

J.P. Morgan Chase food analyst
Pablo Zuanic estimates the costs of
commodities used by Europe’s big-
gest food companies will fall by as
much as 20% this year. Yet reduc-
tions in retail food prices are “un-
likely,” especially in countries with
falling currencies, he says, because
some food producers locked in
higher costs through contracts
known as hedges when prices were
high.

At the same time, food-industry
analysts say producers can use cur-
rency shifts as a cover for increas-
ing prices more than costs, giving
profits a boost.

“Currency depreciation in
emerging markets might make it

easier for companies to take prices
up in countries like Poland and Rus-
sia,” J.P. Morgan’s Mr. Zuanic said a
recent report. It is too soon to tell if
this is happening.

The situation has prompted
some consumers to change their
habits. In Poland, the zloty has
fallen 25% against the euro in the
past four months. That has made
Polish food seem inexpensive to resi-
dents of neighboring Lithuania—
where the currency is tied to the
euro. Some Lithuanians have
started crossing the border to buy
Polish groceries, according to Frank
Gill, a credit analyst at ratings
agency Standard & Poor’s.

Yet the same food doesn’t seem a
bargain to the Polish. A large Polish
wholesaler, Grupa Eurocash SA,
says its suppliers have started ask-
ing for price increases as high as 3%
for food and drink. Toward the end
of last year negotiations were start-
ing with 0.5% or 1% increases, ac-
cording to Jan Domanski, Euro-
cash’s corporate finance manager.

The situation is a conundrum for
the world’s biggest food producers,
some of whom last year raised
prices more in emerging markets
than in Western Europe. In the
fourth quarter, food and consumer-
goods giant Unilever increased aver-
age prices in Central and Eastern Eu-
rope, Asia and Africa 13.6%. In West-
ern Europe, it increased prices 3.1%
the same quarter.

Unilever executives say they
were passing on higher costs for
items such as vegetable oil, toma-
toes and tea. Unilever’s results indi-
cate that the company isn’t making
windfall profits in emerging mar-
kets: the company’s Central and
Eastern Europe, Asia and Africa divi-
sion reported 10% profit margins in
the fourth quarter, a little more
than half the margins in Western Eu-
rope.

Poland’s declining currency is
prompting another round of deci-
sions. Unilever says it will decide in
a couple of months whether to push
through currency-driven price in-
creases in the country.
 —Charles Forelle in Budapest

contributed to this article.
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How much stimulus? 
The U.S. and Germany lead the pack in the size of their stimulus packages, 
some others are constrained by the size of the public debt.
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AVIATION

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITALWANTED

TRAVEL
TURKISH AIRLINES Inc.

Turkish Airlines Inc. invites any interested parties to tender with the purpose of supplying
JET FUEL at worldwide airports for the period of May 1, 2009 - April 30, 2010, inclusive.
Fuel will be purchased by adjudication. Proposals must be submitted byMarch 17, 2009 at
Turkish Airlines Inc. Head Office in Istanbul, Turkey.
Please find below the contact information on bidding for the
purpose of both obtaining the Tender Documents and sending your proposals. You can
contact via e-mail, telephone or fax.

To obtain the Tender Documents:
Turkish Airlines Inc.

United States
1400 Old Country Road, Suite 304

Westbury, NY 11590 USA
Tel: (1-516) 247-5402 ext. 679 Fax: (1-516) 247-5425

To obtain the Tender Documents & Send your proposals:
Turkish Airlines Inc.
Fuel Management
Ataturk Int. Airport

Head Office Building, B Block 10th Floor
34149 Yesilkoy-Istanbul/TURKEY

Phone: (+90 212) 465 24 60 direct
(+90 212) 463 63 00 switchboard (2095 & 4952)

Fax: (+90 212) 465 24 59
Telex: 28871 DXTK TR, 21198 TJTK TR
Sita: ISTNATK
E_Mail: fuelmanagement@thy.com ; cbogaz@thy.com

MORTGAGE
OPPORTUNITY

Profitable CA Mortgage Banker
50+ MMMonthly Production

Proven, long term Sr. Mgt Team
Need Funding Source for Growth

Email: mtgbnk@gmail.com

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

RESORT RADIO STATIONS
Invest & live in Oregon. 3 respected, well-
managed stations. Room for sales growth &
website development. Excellent electronics.
GM on property + income producing towersite.

503-919-1244
Principals Only

Joe Tomaini at 954-914-9440
The Money Store One, Inc

Secure 1st Mortgages
<50% LTV, 10–14% Return
Atty. Closed & Funded
Licensed 28 Years
Servicing Available

INVESTORS NEEDED

Fast growing & profitable China’s
companies looking for clean OTCBB
shells & capitals or bridge funding.

Public Shell & Capital Wanted

Please send info to
steveqcai@gmail.com or
call Steve (609) 529-0862

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers. Tuesdays in

Marketplace.

Tel: 44-20-7842-9600

or 49-69-971-4280
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By Katharina Bart

And Hans Schoemaker

ZURICH—UBS AG painted a
bleaker picture of its 2009 prospects
than it had only a fewweeks ago,add-
ing more than a billion Swiss francs
to its previously stated 2008 loss,
and saying its earnings remain at
risk.

It was the bank’s first official out-
look since Oswald Grübel was hired
two weeks ago as the new chief exec-
utive. “Our near-term outlook re-
mains extremely cautious,” UBS
said in its annual report released

Wednesday, which analysts took as
a warning that more quarterly
losses were in the pipeline.

The 2008 net loss, which was al-
ready the largest in Swiss corporate
history, was increased by 1.19 billion
Swiss francs ($1.02 billion) to 20.89
billion francs.

Most of the additional loss is
from $780 million needed to settle a
tax-fraud probe with U.S. authori-
ties.Italso includeswhat analysts es-
timated to be almost 300 million
francs in extra write-downs on
nearly $40 billion of illiquid assets
that will be transferred to a fund
managed by the Swiss National
Bank.

UBS also didn’t explicitly repeat
an existing target of returning to a
full-year profit in 2009, which is
likely to represent a more realistic
tone with investors than last month,

when it termed year-to-date busi-
ness “encouraging,” several ana-
lysts said. The highly volatile nature
of securities markets has investors
parsing such changes in the word-
ing of corporate outlook
statements as carefully as
they might do those of cen-
tral banks.

For 2009, the bank will
continue to chop away at
risky positions, reduce its
balance sheet and cut costs
with an eye to returning to
sustainable profitability
“as soon as possible.”

UBS also detailed in-
flows and outflows of
funds more precisely than
last month, when it said January
had seen net positive funds in its
money-management arm, after sev-
eral quarters of bleeding assets

heavily last year.
The bank said net outflows in its

flagship private bank partially off-
set inflows in the Americas, and that
its asset-management arm contin-

ues to see outflows, which
is a more subtle and specific
disclosure than that given
for January.

For that month, UBS is
likely to have benefited
from hiring over 100 U.S.
brokers from rivals late in
the year, Zürcher Kantonal-
bank analyst Andreas Ven-
ditti said. Because a much
higher percentage of clients
tend to be follow brokers —
as much as 80%, compared

with what industry experts say aver-
ages 20% elsewhere in the world —
the hirings probably bolstered fresh
funds substantially in January, Mr.

Venditti said. He rates UBS at “mar-
ketweight.”

By contrast, analysts said the
Swiss and international business,
which includes newer branches in
Singapore and Dubai, appears to
still be struggling to restore client
trust and reverse outflows.

Senior Celent analyst Nicolas
Michellod, in an email, said, “2008’s
wider-than-expected reported loss
announced this morning by UBS
demonstrates that uncertainty with
the Swiss bank giant remains high
and two main issues still require par-
ticular prudence in terms of commu-
nication: the U.S. tax investigation
and the securities write-downs.”

The annual report represents
UBS’s first official communication
since hiring Mr. Grübel, chief execu-
tive of rival Credit Suisse Group un-
til 2007, as CEO two weeks ago.

By Maya Jackson Randall

And Henry J. Pullizzi

WASHINGTON—Ahead of this
weekend’s meeting of finance minis-
ters from the Group of 20 nations,
U.S. Treasury Secretary Timothy
Geithner on Wednesday proposed
that members enact substantial
stimulus efforts and dramatically
boost the International Monetary
Fund’s emergency resources as part
of an effort to address the worst eco-
nomic crisis in decades.

TheTreasurysecretaryspoketore-
porters after President Barack Obama
earlier in the day called for coordi-
nated action to resuscitate global eco-
nomic growth and craft a new frame-
work for financial regulation. Mr.
Obama said his administration has
twogoalsfortheG-20meeting:ensur-
ingthereisaconcertedglobaleffortto
jump-start the economy, and moving
forward on regulatory reform to avert

a similar financial crisis in the future.
Mr.Geithnerwillmeethiscounter-

parts from the G-20 outside London
this weekend, a gathering that will set
the stage for a summit of G-20 leaders
next month.

U.K. Chancellor of the Ex-
chequer Alistair Darling,
who will host the weekend
meeting,on Wednesdayreit-
erated the calls for coordi-
nated global action. While
he said the meetings will fo-
cusonfixingthe bankingsys-
tem, he also said that G-20
governments must ensure
that they carry through with
previouslyannouncedfiscal-
stimulus packages and that
the European Union “should
be prepared to act” in response to
Eastern Europe’s deepening eco-
nomic and financial crisis.

Mr. Darling dismissed talk that
the U.K. had found it difficult to

work with its U.S. colleagues on
G-20 issues since the Obama admin-
istration took over. Mr. Geithner also
said Wednesday that he has been
meetingcontinuouslywithBritishoffi-

cials and that he believes
there is “a lot of common
ground” between the two
governments.

Mr. Geithner, calling on
G-20 nations “to commit
substantial and sustained
actions” to address the cri-
sis, noted that the Interna-
tional Monetary Fund has
called for countries to put
in place fiscal stimulus of
2% of aggregate gross do-
mestic product each year
for 2009 and 2010. He de-

scribed that benchmark as reason-
able and said that the G-20 should
ask the IMF to report quarterly on
countries’ stimulus efforts.

Mr. Geithner also said the G-20

should support boosting the IMF’s
emergency resources.

At the same time, Mr. Geithner
said the U.S. is prepared to take the
lead on an overhaul of international
financial regulations. He said the
Obama administration plans to lay
out critical elements of its program
before the G-20 leaders’ summit.

It has been unclear if the White
House’s approach to regulation will
be as sweeping as some European
leaders hope. But Mr. Obama on
Wednesday appeared to address Eu-
ropean concerns, suggesting the
overhaul will be international in
scope. “We ought to make sure that
we’re coordinating with the other
G-20 countries,” Mr. Obama said.

Mr. Geithner said that as part of
that effort, the G-20 should agree on a
broad framework to raise standards
globally. Officials must ensure that all
systemicallysignificantfinancialinsti-
tutions are subject to strong supervi-

sion. The U.S. Treasury secretary also
said governments need to exercise ef-
fective oversight of markets such as
derivativesand putinplacea stronger
framework of capital requirements
that can better protect the global fi-
nancial system from future crises.

Mr.Geithneralsosaidthatcompen-
sationpracticeswithinthefinancialin-
dustrymayneedtobereformed.Com-
pensation practices have become “di-
vorcedfromanymeaningfulapprecia-
tion of risk,” he said.

In addition to stimulus and regula-
tion, U.S. and U.K. officials are work-
ing on a plan to provide several hun-
dred billion dollars in trade financing
to boost global trade. Under the plan,
countries would boost funding for
their trade-finance agencies and ex-
pand funding for the World Bank and
International Monetary Fund to fi-
nance exports from poor nations.

 —Laurence Norman in London
contributed to this article.

U.S. targets both stimulus and regulatory reform at G-20

U.S. Congress aims to police violence on border with Mexico

UBS paints a gloomier picture of 2009
As $1 billion is added
to ’08 loss, outlook is
‘extremely cautious’

Timothy
Geithner

By Cam Simpson

And Evan Perez

WASHINGTON—The number of
federal agents trying to keep drugs
and illegal immigrants out of the
U.S. has more than doubled in five
years. Congress now wants those
sentinels to keep watch in both direc-
tions—to stop the smuggling of U.S.
guns and cash to Mexico.

Both Democratic and Republican
lawmakers this week urged officials
from the Department of Homeland
Security to halt the flow of weapons
and drug profits that has fueled the
violence by Mexico’s drug gangs.

At a hearing, some lawmakers ex-
pressed disappointment at the lack
of a specific plan from Homeland Se-
curity officials to attack the prob-
lem. The ranking Republican on the
House Appropriations Committee,
California Rep. Jerry Lewis, com-
pared the task to the challenge fac-
ing the U.S. in Iraq and Afghanistan.

Homeland Security Secretary Ja-
net Napolitano has said tackling the
issue is a top priority. But officials
who lead the two biggest Homeland
Security agencies involved—Cus-
toms and Border Protection, and Im-
migrations and Customs Enforce-
ment—said in interviews they don’t
have funding currently designated
for so-called outbound enforcement.

The Mexican government is fight-
ing a war with its drug cartels and
their armed enforcers. The gangs
are battling for access routes to the

lucrative U.S. market and much of
the violence straddles the border.

The fighting is being waged with
thousands of American-purchased

or stolen weapons flowing south ille-
gally each year, U.S. officials say.

The State Department recently
estimated U.S.-originated guns

were used in 95% of Mexico’s drug-
related killings. The number of such
murders more than doubled to al-
most 6,000 last year.

Oswald Grübel
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October 2008: U.S. and Mexican 
drug investigators say a 
sophisticated drug-transport 
business sent cocaine and 
methamphetamine-laden vehicles 
from producers in Mexico to 
traffickers in Southern California. 
Agents seize $9.5 million in bulk 
cash shipments. 

October 2008: Assassins using grenades and guns opened 
fire on a group of law-enforcement officials, killing the head 
of Mexico’s Sonora state police. Investigators traced guns 
used in the crime to a Phoenix gun shop.

December 2008: Police log 366
reports of kidnapping for ransom 
in 2008, making Phoenix No. 1 in 
kidnappings in the U.S. Officials 
believe most are related to the 
Mexican drug trade. 

Crossing the Line

February 2009: U.S. border-patrol
agents say an alleged drug smuggler
drove a pickup truck loaded with 1,500 
pounds of marijuana into a U.S. agent who 
tried to stop him as he crossed into the U.S. 

December 2008: Drug-cartel hit
men allegedly gun down Jesus 
Huerta Yedra, a top Mexican 
prosecutor, at a busy intersec-
tion near the border. His is one 
of more than 5,000 murders 
blamed on the drug trade. 
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Ford, with help from union,
narrows pay gap with rivals

Bulgari posts sharp fall
in profit, cuts dividend

A seat at Morgan Stanley
MUFG to tap Hirano
to fill director spot
it got with investment

Bleak forecasts hamstring OPEC

FROM PAGE ONE

Note: Excludes OPEC member Iraq, which isn’t part of the group’s quota system            Source: PFC Energy 

Trouble pulling back
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By Marietta Cauchi

Troubled Icelandic investment
firm Baugur Group Hf lost its fight
to restructure Wednesday as a Reyk-
javik court refused its petition for
an extension of a moratorium, leav-
ing Baugur with no choice but to file
for bankruptcy, the company said.

“The court’s ruling today is a disap-
pointment to everyone at Baugur. We

believe that the company fulfills all
the conditions for the extension and
that the restructuring plan was via-
ble,” said Chairman Kristin Johannes.

The company wanted more time
to protect its assets from creditors
while sorting out its finances.

Its U.K. subsidiary, BG Holding
ehf, is already in administration, the
U.K. equivalent of bankruptcy, and
PricewaterhouseCoopers is dealing

with its retail assets. These include
stakes in department-store chain
House of Fraser; toy retailer Ham-
leys; jewelry chains Goldsmiths,
Mappin & Webb, and Watches of
Switzerland; and supermarket
chain Iceland Foods.

Baugur is one of several Icelandic
financial firms thrust into bankruptcy
mode following the collapse of the
country’s banking system in October.

Court loss sends Iceland’s Baugur toward bankruptcy

By Sofia Celeste

ROME—Italian luxury jeweler Bul-
gari SpA Wednesday reported an 89%
drop in fourth-quarter net profit, cut
its dividend by 69%, and said that it
plans to offset the negative effects of
the economic crisis by closing nonper-
forming stores and limiting hedging
effects in the months ahead.

Bulgari, the world’s third-big-
gest jeweler by sales after Tiffany &
Co. and Compagnie Financière
Richemont AG’s Cartier house, said
net profit came to Œ5.7 million ($7.2
million) from Œ51.8 million a year
earlier. Jewelry sales, its main
source of income, fell 13%.

Bulgari said that it has also suf-
fered heavy losses because of the
negative effects of currency hedg-
ing. Bulgari Chief Financial Officer
Alberto Nathansohn said during a
conference call that Bulgari accrued
Œ21.3 million in financial losses in
2008. Hedging contributed signifi-
cantly to this, he said, adding that
the company is focused on limiting
this risk in the months ahead.

The company confirmed the pre-
liminary sales figures it had already
announced in January of Œ1.08 bil-
lion for 2008.

“Customers are purchasing less.
Trade has been difficult in 2009,”
said Bulgari Chief Executive Officer
Francesco Trapani during the con-
ference call.

In its statement, Bulgari said
2009 will be a very tough year and
didn’t give further guidance for it.
Bulgari proposed a dividend of 10
euro cents, compared with a divi-
dend of 32 euro cents proposed a
year earlier.

Bulgari’s net debt position stood
at Œ304 million at the end of 2008.
The company said it has Œ387 mil-
lion in available borrowing facili-
ties, but it was committed to reduc-
ing its debt over the next few years.

While Bulgari will forge ahead
with 10 planned store openings this
year, with a flagship store opening
in San Francisco, it is poised to close
stores that aren’t performing as a
part of its contingency plan, Mr.
Nathansohn said.

By Jeff Bennett

And Sharon Terlep

Ford Motor Co. expects to cut its
hourly labor costs to the levels of
Toyota Motor Corp. and other for-
eign rivals with U.S. plants in two
years thanks to union contract
changes ratified this week.

The concessions, which trim ben-
efits, change work rules and elimi-
nate some pay increases, could save
Ford as much as $375 million this
year and $500 million or more in sub-
sequent years, company officials
said Wednesday.

The new terms cover 42,000 Ford
workers represented by the United
Automobile Workers. The agree-
ment intensifies the pressure on Gen-
eral Motors Corp. and Chrysler LLC,
which need labor concessions by the
end of the month to meet the terms
of billions of dollars in emergency
U.S. government loans.

GM will get many of the same con-
cessions as Ford although some of
its labor deal will be different, UAW
Vice President Cal Rapson wrote to
union members in a March 9 letter, a
copy of which was reviewed by Dow
Jones Newswires. The letter didn’t
provide specifics but Mr. Rapson
wrote that the “economic elements”
will follow the pattern set by Ford.

GM and Chrysler, which together
have borrowed $17.4 billion from the
U.S. Treasury and are seeking as
much as $21.6 billion in additional
loans, remain at odds with the UAW
over retiree health-care funding.

Although Ford hasn’t sought gov-
ernment loans, it opened parallel
talks with the UAW on cost cuts.The
pact is the latest example of how
Ford has been able to move forward
with its restructuring while GM and
Chrysler have struggled.

Last week, Ford announced a
plan to cut its debt by $10.4 billion by
offering cash and stock in exchange
for bonds and other debt. The auto
maker has also sold off brands, in-
cluding Jaguar and Land Rover.

“Ford is trying to set the pace by
structuring deals that work for

them,” said Morgan Keegan analyst
Pete Hastings. “Massive union con-
cessions, among other things, are re-
quired for survival. The alternatives
are a government-mandated solu-
tion or breaking the union in bank-
ruptcy court.”

Under the new UAW terms, Ford
will pay total compensation of about
$55 a hour, including benefits, pen-
sions and bonuses, Ford said. That’s
down from the current level of about
$60 and moves Ford closer to the es-
timated $48 an hour Toyota and
other foreign auto makers pay work-
ers at their U.S. plants, Ford’s group
vice president of global manufactur-
ing, Joe Hinrichs, told reporters. The
new terms take effect March 16.

Over the next two years, Ford
should lower the cost further be-
cause it will be able to replace retir-
ing workers with new hires paid
about $30 an hour in wages and bene-
fits. The UAW also agreed to give up
some cost-of-living increases and
other provisions to lower costs.

“Within the next couple of years,
with the buyouts and with the ability
to leverage some of the other tools in
this agreement, we get parity” with
rivals including Nissan Motor Co.,
Honda Motor Co. and Toyota, Mr.
Hinrichs said.

As part of its accord, the auto
maker will start a new buyout offer to
hourly workers on April 1. The offer
will be worth less than previous pro-
grams because of the economy, Mr.
Hinrichs said. There will be lump-
sum payments for voluntary depar-
tures and early retirement. Tuition as-
sistance also will be offered. Details
will be released next month.

Ford’s agreement with the UAW
also will lower costs and improve li-
quidity by allowing it to use stock in-
stead of cash to fund half of the com-
pany’s contribution to the Voluntary
Employee Beneficiary Association, a
union-run health-care fund.

A $14.7 billion loss last year and
the weak global auto market
prompted Ford to push for conces-
sions similar to those being pursued
by GM and Chrysler.

By Alison Tudor

And Aaron Lucchetti

Mitsubishi UFJ Financial Group
Inc. will tap longtime senior execu-
tive Nobuyuki Hirano to fill its Mor-
gan Stanley board seat, which it re-
ceived as a condition of its $9 billion
investment in the U.S. bank in Octo-
ber.

The Japanese bank, known as
MUFG, threw Morgan Stanley a life-
line last year after Lehman Brothers
Holding Inc. collapsed and U.S. in-
vestment banks’ share prices spi-
raled downward.

Morgan Stanley and MUFG offi-
cials have been discussing how to ce-
ment their alliance since the invest-
ment. MUFG executives expect to
give an update on their talks this
month and expect the financial bene-

fits of the alliance to materialize in
the later half of the fiscal year end-
ing in March 2010.

John Mack, Morgan Stanley’s
chief executive, was in Tokyo last
week and met with MUFG officials
to hurry the complex discussions
along, according to people familiar
with the matter. In October, both
parties identified several areas for
potential collaboration, including
corporate and investment banking,
parts of retail banking and asset
management.

There is widespread speculation
in Japan that the two companies
will merge their Japanese securities
units, Mitsubishi UFJ Securities Co.
and Morgan Stanley Japan Securi-
ties Co., though MUFG officials say
nothing has been decided yet.

In a statement, Mr. Mack said
Mr. Hirano “brings significant inter-
national banking experience and
will play an integral role” as the two
companies “pursue strategic
opportunities.”

Mr. Hirano, 57 years old, is a di-
rector of MUFG who joined Mitsub-

ishi Bank Ltd. in 1974. A position at
Mitsubishi Bank was highly sought
after by graduates because it lay at
the heart of the largest of Japan’s
powerful conglomerates, known as
zaibatsu. The executive’s career
took a decisive turn in 1990, when he
was promoted to chief manager of
Mitsubishi Bank’s international
planning division. A fluent English
speaker, he lived in New York from
1994 to 2000.

He progressed steadily through
the ranks as Mitsubishi Bank
merged with the more cosmopolitan
Bank of Tokyo and later with UFJ
Holdings Inc. He is now a senior man-
aging director of MUFG’s main com-
mercial-banking unit, Bank of Tokyo-
Mitsubishi UFJ Ltd.

Mr. Hirano has been the point
person within MUFG regarding its al-
liance with Morgan Stanley, coordi-
nating the discussions of 14 commit-
tees established to pursue coopera-
tion. As one of 12 Morgan Stanley di-
rectors he is expected to enhance un-
derstanding of the U.S. company’s
corporate strategy within MUFG.

coming in points to possible further
action to restore balance,” he said.

Another supply cut is far from
definite, however. A Saudi-owned
newspaper reported this week that
the kingdom, the group’s de facto
leader by production, wants OPEC
members to improve compliance
with current production cuts before
embarking on more.

Reinforcing the view that a cut
may not be in the cards, Saudi Ara-
bia’s state oil company indicated
this week that the amount of oil it
will provide to customers in the U.S.
and Asia will remain steady in April.

To be sure, OPEC members have
been far stricter than usual in adher-
ing to cuts. OPEC so far has made
about 80% of the 4.2-million-bar-
rel-a-day cut announced in late
2008, equivalent to 4% of global de-
mand. OPEC supplies about 40% of
global oil demand.

The cartel’s discipline is begin-
ning to affect oil markets. Over the
past few months, trading compa-
nies had been storing oil, some-
times on tankers floating at sea, to
sell at a profit later. Morgan Stan-
ley’s Mr. Trapp estimates that the
amount of oil in floating storage has
dropped from around 65 million to
70 million barrels, to 45 million to
50 million barrels in recent weeks.
Gasoline demand in the U.S. has
picked up, helping lift U.S. crude
prices by more than 30% from their
five-year lows in December.

One factor behind OPEC’s
stepped-up compliance: During the
oil boom, members built up huge
cash reserves that have cushioned
the loss of income due to lower

crude production. OPEC likely will
have to turn down the spigot for
much longer than in past recessions,
possibly straining members’ fi-
nances as oil revenue shrinks.

The cartel has a spotty record of
sticking with production cuts over
more than a few months, however.
“If you look historically, there is al-
ways a good initial response that
then tends to fade as oil prices start
to rise,” said Bill Farren-Price, en-
ergy director at Medley Global Advi-
sors. Many analysts question
whether OPEC members can main-
tain the discipline they’ve shown so
far in the next round of cuts.

The answer will provide a good
indication of whether oil prices con-
tinue to trace higher or fall back. On
Wednesday in New York, Nymex
crude for April delivery settled at

$42.33 a barrel, down $3.38, or
7.39%.

OPEC has room for better compli-
ance. PFC Energy, a consultancy
that tracks OPEC, estimates that
five cartel members—Angola, Ecua-
dor, Iran, Nigeria and Venezuela—
failed to deliver on more than half of
their pledged cuts, based on Febru-
ary data.

Saudi Arabia has made up for
them. Since autumn, the kingdom
has cut about 1.6 million barrels a
day, or roughly 200,000 barrels a
day more than its quota of cuts, ac-
cording to PFC estimates.

Also, there is an outside chance
that non-OPEC nations such as Rus-
sia could make production cuts in
support of OPEC after rebuffing the
producer group’s pleas in past
months.

Continued from first page
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Boeing, Northrop could split
U.S. aerial-tanker contract

Lufthansa, Aer Lingus feel pinch

A US$1.1 billion annual loss re-
ported Wednesday by Cathay Pa-
cific Airways Ltd. illustrates the
airline industry’s lingering and
costly problem of fuel hedging.

The carrier, based in Hong
Kong, said its year-end fuel-hedg-
ing losses totaled 7.6 billion Hong
Kong dollars (US$979.9 million),
widening from HK$2.8 billion at
the end of October after a sharp
drop in oil prices. The total in-
cluded unrealized losses from con-
tracts set to expire over the next
several years.

Carriers including U.S. budget
leader Southwest Airlines Co. and
European giant Air France-KLM
SA have tallied billions of dollars
in losses on fuel hedges over re-
cent months after the price of
crude oil plunged from record
highs last spring to multiyear
lows. Common hedging methods
lock in fuel prices, protecting air-
lines when prices rise. But when
prices fall, financial accounts of-
ten list the price differences as
losses, though the losses are usu-
ally noncash ones.

Hedges this year aren’t ex-
pected to take as severe a toll as
they did last year, as many airlines
have already realized the losses or
unwound the contracts, leaving
them better able to benefit from
lower fuel prices.

Still, “there will be some more
mark-to-market losses coming
up” as carriers reconcile their
hedges against current market
prices, said Brian Pearce, chief
economist for the International
Air Transport Association, an in-
dustry trade group. He said slow-
ing traffic from the global reces-
sion could offset any benefit from
lower fuel prices.

Delta Air Lines Inc., which has
been paying above-market rates
for fuel because of hedges it negoti-
ated last year before the price of
oil began to fall, this week said it
won’t be free of those contracts un-
til the end of the second quarter.

The world’s biggest airline in

terms of passenger traffic, Delta
said it spent $200 million earlier
this year to close out some of
those contracts. Coupled with fall-
ing passenger demand, “a tremen-
dous amount of fuel-hedging
losses” will contribute to an ex-
pected loss during the first quar-
ter, said Delta President Ed Bas-
tian. The hedges “are fairly dra-
matic in terms of the impact
they’re having,” he added.

In better times, airlines might
seize on low fuel prices to strike
new hedge positions. But the bur-
den of past hedges is hampering
many airlines’ ability to benefit
from the recent drop in oil prices.

Colin Cooper, director of en-

ergy and utilities for management
consulting firm Protiviti in Lon-
don, said oil companies and finan-
cial institutions arranging hedges
are demanding more collateral as
security. Most airlines already
carry significant debt secured by
planes or other assets, which lim-
its their ability to back new hedg-
ing contracts.

Carriers have been so whip-
sawed by fuel-price swings that
even some financially strong air-
lines are refraining from hedging.
Southwest Airlines profited hand-
somely from its hedges over re-
cent years as fuel prices rose, but
in the fourth quarter of last year it
posted a net loss of $56 million

due to the contracts. It has un-
wound almost all its hedges, execu-
tives said recently.

Mr. Cooper said carriers that
continue hedging may change
their approach and spend more to
limit potential losses.

Australia’s Qantas Airways Ltd.,
for example, used relatively expen-
sive hedges involving options that
allowed it to walk away from unprof-
itable contracts. For these hedges it
paid fees of roughly US$12 a barrel,
compared with around US$3 a bar-
rel for less-flexible hedges, Chief Ex-
ecutive Alan Joyce said recently. Mr.
Joyce said that as a result, 85% of
Qantas’s fuel needs now benefit
from falling prices.

Cathay said it will continue to
hedge, even as it estimated its hedg-
ing loss this year would be HK$1.9
billion if the contracts were marked
to market at the end of last month.
The airline said it will meet falling
demand by cutting capacity, defer-
ring new aircraft deliveries and re-
turning more leased aircraft. It said
it has no current plans to tap capital
markets.

Cathay Pacific reported a 2008
net loss of HK$8.56 billion com-
pared with a net profit of HK$7.02
billion the previous year. It was
the airline’s first annual loss since
1998. Revenue rose 15% to
HK$86.58 billion, lifted by an in-
crease in capacity and high de-
mand in the first half.

 —Paulo Prada and Carlos Tejada
contributed to this article.

Cathay Pacific illustrates hedging risk
Airline’s loss of $1.1 billion for year suggests industry’s pain will continue as bets on high fuel prices boomerang

Sources: the company (income); Newscom (photo)
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By Jan Hromadko

and Quentin Fottrell

European carriers Deutsche
Lufthansa AG and Aer Lingus Group
PLC on Wednesday reported lacklus-
ter 2008 earnings and warned of fur-
ther deterioration to their business
in 2009, as the global economic slow-
down continues to bite.

The results show that even air-
lines in relatively strong financial
shape such as German flag carrier
Lufthansa are feeling the pinch as
business-travel budgets are hit and
consumers delay nonessential trips.

Lufthansa on Wednesday posted
a 64% drop in 2008 net profit and
said operating profit is expected to
fall considerably this year. The car-
rier said it expects operating profit
in 2009 will come in “clearly below
the previous year’s level,” though it
will remain positive.

“In such a scenario I would de-
scribe it as almost irresponsible to-
dayifIweretogiveyouadetailedesti-
mate of the precise operating devel-
opment of Lufthansa,” Chief Finan-
cial Officer Stephan Gemkow said.

However, operating profit could
risein2010ifeconomicconditionsim-
provefromtheendofthethirdquarter
of 2009, Lufthansa said. “If the reces-
sionlastslonger,however,wewillcon-
tinuetofocusoureffortsonstabilizing
results,” the carrier said.

Lufthansa’s net profit fell to
Œ599 million ($759.2 million) in
2008 from Œ1.66 billion in 2007,
when its results were inflated by
gains of more than Œ500 million tied

to asset sales. The latest earnings
were also hit by a weaker contribu-
tion from U.K. unit BMI and a write-
down on the company’s stake in U.S.
carrier JetBlue Airways Corp.

Sales rose 11% to Œ24.87 billion,
boosted by the consolidation of
Swiss International.

Chief Executive Wolfgang May-
rhuber said in a statement that the
company would continue to further
improve efficiency to weather the
downturn. The company has
grounded 20 aircraft in the passen-
ger business, while a further four
cargo planes are out of service at the
moment to reflect the fall in de-
mand, he said.

Mr. Gemkow added that Lufthansa
plans to “intensify and extend” cost-
cutting measures in 2009. The com-
panylaunchedaŒ250millioncost-cut-
tingprogram last year.

The airline said sales are ex-

pected to rise this year thanks to ac-
quisitions. The company plans to
take over Austrian Airlines AG and
increase its holding in BMI. It also
plans to acquire a stake in SN Hold-
ing SA, the parent company of SN
Brussels Airlines.

Lufthansa doesn’t currently plan
to undertake more acquisitions, Mr.
Mayrhuber said.

Irish flag carrier Aer Lingus
posted a net loss of Œ107.8 million
for 2008, compared with a net profit
of Œ105.3 million in 2007, hurt by de-
teriorating consumer sentiment,
currency fluctuations, restructur-
ing costs and higher fuel prices. Rev-
enue rose 5.6% to Œ1.36 billion.

In order to maintain volumes,
Aer Lingus predicted 2009 revenue
will fall, average fares will drop by
at least 10% and cargo revenue is ex-
pected to decline as much as 30%
from a year earlier.

Chief Financial Officer Sean
Coyle said in an interview that the
trans-Atlantic market is “the weak-
est part of our business” and was un-
der review, but said he wasn’t yet
sure if the airline would cut flights
or reduce fares. He said Aer Lingus’s
strategy now was to roll out short-
haul bases in the U.K. and Continen-
tal Europe.

Separately, Franco-Dutch airline
Air France-KLM SA said Wednes-
day that it cut capacity by 3.4% for
the summer season from a year ear-
lier to adjust to falling demand. The
airline had initially planned a 2% cut
in summer capacity.

 —Geraldine Amiel in Paris
contributed to this article.

CORPORATE NEWS

By Daniel Michaels in Brussels
and Jeffrey Ng in Hong Kong

Newscom
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By August Cole

WASHINGTON—House lawmak-
ers are working to split a politically
charged, $40 billion effort to replace
the U.S. Air Force’s fleet of flying gas
stations between Boeing Co. and
Northrop Grumman Corp.

Rep. Neil Abercrombie (D., Ha-
waii), who chairs the House Armed
Services Subcommittee on Air and
Land Forces, said Wednesday he will
insist that the Pentagon replace its
nearly 50-year-old jets by turning to
both companies.

The effort to replace the Air Force
tanker fleet was a political albatross
throughout the Bush administration
and risks becoming the same during
the Obama administration. A team
comprising Northrop and European
Aeronautic Defence & Space Co. won
the contract in February 2008 to pro-
vide 179 new planes, which were
based on an Airbus A330. Boeing of-
fered a smaller 767 design, which
lost, but the company successfully
protested the defeat with the Govern-
ment Accountability Office.

The Pentagon had planned to hold
a new competition, but a move to
split the work would likely remove
the threat of another delay as the re-
sult of future protests.

Mr.Abercrombie,speakingatacon-
ferenceinWashington,saidthatif“we
do that sensibly and take into account
the strategic interests involved…I
think we can come to a reasoned con-
clusionongettingbothbidsaccepted.”

Mr. Abercrombie said that he is al-

lied with Rep. John Murtha (D., Pa.),
chairman of the House Appropria-
tions Defense Subcommittee, and
other lawmakers, on the need for
such an approach. Mr. Murtha him-
self recently advocated buying from
both companies, as well.

While such a move has the poten-
tial to defuse a standoff between Boe-
ing and Northrop supporters in Con-
gress at a time when the White House
doesn’t need another fight over weap-
ons spending, those seeking to split
the work will still have to win over De-
fense Secretary Robert Gates and
those in the Senate, such as Arizona
Sen. John McCain.

Mr. Gates decided before the No-
vember election to let the next White
House weigh in on the program’s
fate. The Pentagon’s decision to call
off the competition was based in part
on an assessment that new aerial
tankers weren’t as urgent as the Air
Force had said they were.

A Pentagon spokesman said
Wednesday no decisions have been
made about the tanker program and
that it, like other major weapons ef-
forts, is under review.

A White House spokesman de-
clined to comment.

Opponents point to the high cost
of bringing in two new kinds of
planes into the tanker fleet, which
means spending more on mainte-
nance, operations and training than
with just one new design.

A Boeing spokesman said the
company isn’t taking a position on
the issue.
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Littlest iPod packs in songs, finds its voice
Device announces
what’s playing;
earbud controller

Lufthansa and Aer
Lingus feel economic
pinch. Page 4

U.S. cities, states
seek own revival.
Pages 16-17

By Walter S. Mossberg

I
N THESE days of economic
distress, it’s nice when tech-
nology companies add innova-
tive features to the products
at the bottom of their price

ranges. So it’s notable that Apple’s
cheapest iPod, the oft-forgotten
Shuffle model, is getting smarter.

In fact, the latest iPod Shuffle, an-
nounced Wednesday and available

now for $79, is the
first portable music
player I’ve tested
that announces
what’s playing.

Push a button and it will tell you, in a
computerized voice, the title and art-
ist of whatever song you’re hearing.
Keep holding that button and it will
recite a roll call of all your playlists,
allowing you to select among them.
In my tests, this worked as adver-
tised.

In addition, this new Shuffle is al-
most impossibly small. The com-
pany has moved the playback and
volume controls off the device and
onto a small, convenient module

built into one of the earbud cords.
That allowed Apple to severely
shrink the player itself, which, like
the two Shuffle models before it,
lacks a screen. Apple claims it’s the
world’s smallest music player,
smaller than a AA battery or a house
key.

The result is an iPod that contains
4 gigabytes of memory and holds
1,000 songs—twice the capacity of its
$69 predecessor—yet is just a little
blank rectangle of aluminum, avail-
able in silver or black. It’s a mere 1.8”
long, 0.7” wide, and 0.3 inches thick—
including a stainless steel clip that’s
built into the back for attaching it to
clothing or backpacks.

This player is so small and thin
that it reminds me of the popular
“Saturday Night Live” skit in which
an actor playing Apple CEO Steve
Jobs shows off a series of tinier and
tinier iPods culminating in a final fic-
tional model that’s invisible. I actu-
ally dropped the new Shuffle while
testing it and it took a couple of min-
utes to locate it behind a table leg.

After using this new iPod Shuffle
for a few days, I can say that I like it.
It does a good job at playing back mu-
sic, podcasts and audio books. I
found the speech function intelligi-
ble and helpful, and the earbud-
mounted controls convenient and
easy to master. And its tiny size and
weight of about a third of an ounce

make it an especially good choice
for people who use their iPods while
exercising.

Only a single button appears on
the iPod itself, as opposed to on the
earbuds. It’s a sliding power button
on the top edge that has three posi-
tions—one for “off,” one for shuffling
your music, and one for playing your
songs in order. Once you set this but-
ton, you never have to touch the iPod
itself, until you want to turn it off.

The new speech-based naviga-
tion feature allows the Shuffle, for
the first time, to handle multiple
playlists, just like on the larger
iPods.

In my tests, I managed to squeeze
in more than the 1,000 songs Apple
claims. I filled my test Shuffle with
nearly 1,100 songs, plus a half dozen
podcasts and an abridged audio book
edition of President Obama’s “The Au-
dacity of Hope,” read by the author.
My music was organized into about 15
playlists, and I was able to switch
among them easily using the voice
system.

To pause or resume a song, you
click the large center portion of the
earbud controller once, quickly. To
skip to the next song, you click the
same button twice, quickly. To
change to the previous song, you
click it three times quickly.

If you want the computerized “an-
nouncer” to identify the song, you

press the center button for a longer
time, and you keep holding it to start
the playlist roll call. When you hear a
playlist you want, you press the but-
ton again. Smaller buttons at the top
and bottom of this earbud controller
adjust the volume up and down. It
sounds more complicated than it is.
While the voice function is in use,
the music keeps playing in the
background, at reduced volume.

The computerized voice,
available in multiple languages,
is hardly perfect. Like all such
computer voices, its cadence
can sound robotic, and it
clips some syllables, but I
found it perfectly under-
standable.

The spoken names of
your particular songs, art-
ists and playlists are
added when you
sync the Shuffle
with iTunes. The
voice quality is
best when using a
Mac with the latest
operating system.

It is slightly cruder on Windows or
older Mac operating systems.

Even on the latest Macs, the
voice got some words wrong. For a
live concert album, it pronounced
the word “live” as “liv,” and in an-
other case, it pronounced the Ro-

man numeral “IV” as “eye-vee.”
There are some other down-

sides. The claimed battery life
is just 10 hours, down from 12
on the prior Shuffle model.
You can’t fully operate the
Shuffle with regular earbuds
or headphones that lack the
special controller. And, if you
have numerous playlists, it
could be tedious waiting for
the voice control to say all
their names until it reaches
the one you want.

Still, Apple has
packed a lot of new in-
telligence into a truly
tiny music player, at a
pretty low price.

Email to mossberg@
wsj.com.

Cosmic question: How to get rid of orbiting space junk?
By Daniel Michaels

In the 1980s, Jim Hollopeter
helped design rockets that shot into
orbit. Today, some of those launch-
ers are still cluttering up space, and
he wants to wash them away with a
rocket-powered water gun.

Like many aerospace engineers,
Mr. Hollopeter is worried
aboutthousands of pieces of
useless equipment circling
Earth. Bits of spent rocket
boosters,oldexplodedsatel-
lites and tools dropped by
space-walking astronauts
arejustsomeofthetrashrac-
ing along in the near-vac-
uum of space.

The volume of man-
made space debris has
grown so large that scien-
tists say garbage now poses
a bigger safety threat to the U.S.
spaceshuttlethan an accident onlift-
off or landing.

The problem hit home Feb. 10,
when a defunct Russian military sat-
ellite smashed into an American one
used for commercial communica-
tions, spewing shards across thou-
sands of cubic miles.

The crash prompted Mr. Hollo-
peter to refine designs for a concept
he had long toyed with: using aging
rockets loaded with water to spray
orbiting junk. His idea is that the ex-
traterrestrial shower would gradu-
allyknockrefusedown towardthe at-

mosphere, where it would burn up,
as would the launcher. The water
would turn to steam.

“We need to treat space like a na-
tionalpark—carryoutwhatyoucarry
in,” says Heiner Klinkrad, who runs
the European Space Agency’s Space
Debris Office in Darmstadt, Germany,
and is chairman of the global Inter-

AgencySpaceDebrisCoordi-
nation Committee.

Dr. Klinkrad has long
urgedgovernmentsandcom-
mercial space operators to
be neat when they launch.
He says space agencies
should design rockets that
don’t scatter bolts in space
as they release probes. New
satellites should be built so
they head earthward when
their work-life ends, rather
thancontinuing to orbit. Ob-

jects lower than roughly 201 kilome-
ters self-immolate in the atmosphere.

Still,limitingtheamountofnewde-
bris isn’t enough. Vast quantities of
junkarealreadyparkedinspaceforcen-
turiestocome,andmanyengineersare
working on how to get rid of it.

Experts are taking a fresh look at
the National Aeronautics and Space
Administration’s1996ProjectOrion,a
“space broom” concept to fry space
trashwithground-basedlasers.When
JonathanW.Campbellstartedleading
the effort, he thought the approach
wouldentailfuturisticandimpossibly
costlytechnologies.Instead,theastro-

physicist and his team concluded that
for the price of one space-shuttle
launch—roughly$500million—thela-
ser could nudge thousands of bits of
garbage toward incineration in the at-
mosphere within five years. Com-
pared to thecost oflosing asatellite or
a shuttle to space debris impact, “this
looks like a bargain,” says Dr. Camp-
bell, who works at NASA’s Marshall
Space Flight Center in Huntsville, Ala.

A key to his plan is using existing
low-power lasers in quick pulses,
much like the flashbulb on a camera.
The laserwould only singe the surface
of an object in space, but that tiny
burn could still help point it down-
ward, Dr. Campbell says.

Multibillion-dollar budgets have
parked people in space, allowed glo-
bal telecommunications
and brought Star Wars mili-
tary systems within reach.
But cleanup missions to
pick up all the trash cast off
by a launch are expensive.

Mr.Hollopetersayshegot
excited by water-blasting be-
causeit’ssolow-tech.“Thisis
basically the cheapest way I
couldcomeupwith,”saysthe
61-year-old engineer, who
works for GIT Satellite Com-
municationsinAustin,Texas.

Mr. Hollopeter’s recent work was
sparked by a request last November
forspace-cleaningideasfromLaunch-
space Training, a space consulting
firm in Bethesda, Md. Launchspace

ran the project as a promotion and to
tap aging engineers with experience
from the U.S.-Soviet space race of the
1960s, says director Robert Russo.

Mr. Russo says Mr. Hollopeter’s
idea was one of the most original, al-
thoughnuttierconceptswerealsosub-
mitted by “techno-geeks who read sci-
ence fiction and know nothing about
space.” Among them: launching big
nets and large magnets to snag refuse,
orusinghigh-energylaserstoatomize
debris. None of these ideas are feasi-
ble.Magnetswouldbeuselessbecause
spacecraft contain almost no iron.
Nets are almost uncontrollable. Blast-
ingdebriswouldsimplycreatesmaller
remains that would be tougher to
trackandproduceavasthazeofshrap-
nel, experts say.

Detritus wasn’t an issue
backin1957,whenthe Soviet
Union launched Sputnik, the
firstman-madesatellite.But
within 20 years, concerns
abouttrashweregrowing.In
1978, two NASA scientists
published a paper predict-
ing “the creation of a debris
belt” around the Earth.
NASA soon after appointed
one of the paper’s authors,
Donald Kessler, to start a
newOrbital DebrisProgram.

Dr.Kesslersaysthatfromthestart,
his team examined ways to cleanse
space. “They were all science-fictiony
kinds of things,” recalls the retired as-
trophysicist in Ashville, N.C. Since

then,engineershavegottenmoreseri-
ous. In 2003, the Aerospace Corpora-
tion,a research center,patented plans
for an inflatable set of space tongs
that could grab and tow objects.

Still, such ideas floundered be-
cause the risk of space junk seemed
small compared to the cost of remov-
ing it. The threat ballooned on Jan. 11,
2007, when China demonstrated its
ability to eliminate potential military
threats in space by firing a ballistic
missile at its Fengyun-1C weather sat-
ellite. Instantly, the projectile and the
one-ton spacecraft were reduced to
roughly 3,000 fragments, increasing
the estimated volume of orbiting de-
bris around Earth by about 25%.

The Feb. 10 collision almost 805
kilometers above Siberia added at
least 600 more big fragments, spe-
cialists say, and refocused attention
on the problem.

“Debris removal is moving to the
front of the agenda,” says William
Ailor,directoroftheCenterforOrbital
and Reentry Debris Studies at the
Aerospace Corporation in Los Ange-
les. One unlikely proposal he fre-
quentlyhearsisusing “catchers’mitts
and such”—launching a big ball of
foam or clay that could sponge up de-
bris. One hitch is that the blob would
have to be huge to make a difference,
and so would itself become a threat to
live satellites, Mr. Ailor says.

Dr. Klinkrad says the best solu-
tion is to follow earthly advise:
“Don’t litter.”

Wal-Mart is hiring five PR firms to better
promote its products, as the company
capitalizes on its sales strength. Page 8
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Apple claims its
new iPod Shuffle
is the world’s
smallest music
player.
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We are focusing our attention on the most important business

there is: helping our clients secure their financial lives.

The merger of Bank of America Corporation and

Merrill Lynch & Co., Inc. has created a partnership that is

exceptional in its size, scope and expertise. Our 18,000

Financial Advisers bring with them world-class research and

insights, plus a comprehensive breadth of solutions to help

you manage your wealth. Our clients have the confidence that

comes from working with a financial leader with nearly 100

years of hands-on experience, in virtually every type of economy,

plus almost two trillion dollars in client assets. Our commitment

to putting our clients’ needs first has never wavered, and we

look forward to giving them every opportunity to succeed.

That’s why we’re proud to say we’re bullish on our clients.

One company. One vision.
One purpose.

Bank of America Corporation (“Bank of America”) is a financial holding company that, through its subsidiaries and
affiliated companies, provides banking and investment products and other financial services.
Merrill Lynch, Pierce, Fenner & Smith Incorporated is a wholly owned subsidiary of Bank of America Corporation,
and is a registered broker-dealer and member of the Securities Investor Protection Corporation (SIPC).
Investment products provided by Merrill Lynch, Pierce, Fenner & Smith, Incorporated:

Investing in securities involves risks, and there is always the potential of losing money when you invest in securities.
© 2009 Bank of America Corporation. All Rights Reserved. AR72938
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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.

3.90% 8 World -a % % 138.06 0.93% –49.3% 6.99% 8 U.S. Select Dividend -b % % 399.53 1.31% –48.3%

3.22% 11 Global Dow 902.20 1.69% –39.8% 1214.65 1.10% –50.8% 5.45% 12 Infrastructure 1080.90 0.58% –32.5% 1306.33 0.00% –44.7%

4.36% 11 Stoxx 600 166.20 0.15% –46.6% 158.59 0.33% –56.0% 2.69% 5 Luxury 534.40 1.79% –40.1% 574.35 1.19% –51.0%

4.48% 11 Stoxx Large 200 180.00 0.15% –46.3% 170.82 0.33% –55.7% 14.39% 2 BRIC 50 244.30 1.38% –46.5% 295.24 0.79% –56.2%

3.73% 14 Stoxx Mid 200 147.30 –0.05% –47.2% 139.73 0.12% –56.5% 3.95% 9 Africa 50 538.50 1.51% –50.5% 433.29 0.92% –59.5%

3.78% 10 Stoxx Small 200 89.20 0.63% –50.3% 84.56 0.80% –59.0% 7.52% 5 GCC % % 1059.07 0.28% –64.0%

4.56% 9 Euro Stoxx 179.70 0.55% –48.5% 171.41 0.72% –57.5% 4.81% 8 Sustainability 564.30 1.62% –41.2% 607.55 1.62% –51.6%

4.64% 9 Euro Stoxx Large 200 192.90 0.71% –48.4% 182.89 0.88% –57.5% 3.19% 9 Islamic Market -a % % 1257.49 0.66% –43.2%

4.15% 9 Euro Stoxx Mid 200 163.00 –0.59% –48.0% 154.52 –0.42% –57.1% 3.65% 9 Islamic Market 100 1342.20 1.28% –24.7% 1464.74 1.28% –38.1%

4.18% 13 Euro Stoxx Small 200 98.20 0.63% –50.3% 93.00 0.80% –59.1% 3.65% 9 Islamic Turkey -c % % % %

7.24% 7 Stoxx Select Dividend 30 973.00 0.76% –61.4% 1063.61 0.93% –68.2% 3.22% 9 Wilshire 5000 % % 7407.42 1.43% –43.8%

6.50% 11 Euro Stoxx Select Div 30 1062.60 0.84% –61.7% 1166.03 1.01% –68.4% % DJ-AIG Commodity 113.00 –0.15% –41.7% 104.80 0.04% –51.9%

*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 1.5376 2.1199 1.3296 0.1752 0.0439 0.2223 0.0158 0.3659 1.9683 0.2642 1.2008 ...

 Canada 1.2805 1.7654 1.1072 0.1459 0.0365 0.1851 0.0131 0.3047 1.6392 0.2200 ... 0.8328

 Denmark 5.8195 8.0231 5.0320 0.6632 0.1661 0.8413 0.0597 1.3849 7.4495 ... 4.5447 3.7847

 Euro 0.7812 1.0770 0.6755 0.0890 0.0223 0.1129 0.0080 0.1859 ... 0.1342 0.6101 0.5080

 Israel 4.2020 5.7931 3.6334 0.4789 0.1199 0.6075 0.0431 ... 5.3790 0.7221 3.2815 2.7328

 Japan 97.4350 134.3288 84.2499 11.1040 2.7810 14.0858 ... 23.1878 124.7265 16.7428 76.0914 63.3669

 Norway 6.9173 9.5365 5.9812 0.7883 0.1974 ... 0.0710 1.6462 8.8548 1.1886 5.4020 4.4986

 Russia 35.0361 48.3025 30.2949 3.9928 ... 5.0650 0.3596 8.3380 44.8497 6.0205 27.3613 22.7857

 Sweden 8.7748 12.0973 7.5873 ... 0.2504 1.2685 0.0901 2.0882 11.2326 1.5078 6.8526 5.7067

 Switzerland 1.1565 1.5944 ... 0.1318 0.0330 0.1672 0.0119 0.2752 1.4804 0.1987 0.9032 0.7521

 U.K. 0.7253 ... 0.6272 0.0827 0.0207 0.1049 0.0074 0.1726 0.9285 0.1246 0.5665 0.4717

 U.S. ... 1.3787 0.8647 0.1140 0.0285 0.1446 0.0103 0.2380 1.2801 0.1718 0.7809 0.6504

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 364.50 –11.00 –2.93% 822.00 315.75
Soybeans (cents/bu.) CBOT 862.00 –15.00 –1.71 1,644.50 786.50
Wheat (cents/bu.) CBOT 508.25 –24.50 –4.60 1,190.00 484.25
Live cattle (cents/lb.) CME 82.550 –0.325 –0.39 119.200 82.000
Cocoa ($/ton) ICE-US 2,334 89 3.96% 3,214 1,910
Coffee (cents/lb.) ICE-US 107.05 1.10 1.04 181.50 104.35
Sugar (cents/lb.) ICE-US 12.81 0.22 1.75 15.95 9.94
Cotton (cents/lb.) ICE-US 41.82 0.02 0.05 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,980.00 –15 –0.75 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,852 82 4.63 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,439 3 0.21 2,390 1,425

Copper (cents/lb.) COMEX 162.55 –5.90 –3.50 388.00 127.10
Gold ($/troy oz.) COMEX 910.70 14.80 1.65 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1280.00 26.00 2.07 2,130.00 865.00
Aluminum ($/ton) LME 1,337.00 23.00 1.75 3,340.00 1,288.00
Tin ($/ton) LME 10,800.00 –150.00 –1.37 25,450.00 9,750.00
Copper ($/ton) LME 3,665.00 –40.00 –1.08 8,811.00 2,815.00
Lead ($/ton) LME 1,283.00 28.00 2.23 3,140.00 870.00
Zinc ($/ton) LME 1,241.50 –18.50 –1.47 2,660.00 1,065.00
Nickel ($/ton) LME 9,850 35 0.36 32,950 9,000

Crude oil ($/bbl.) NYMEX 43.99 –2.99 –6.36 143.32 39.42
Heating oil ($/gal.) NYMEX 1.1331 –0.0656 –5.47 4.2500 1.1350
RBOB gasoline ($/gal.) NYMEX 1.2658 –0.0480 –3.65 3.7050 1.0442
Natural gas ($/mmBtu) NYMEX 3.798 –0.042 –1.09 12.002 3.800
Brent crude ($/bbl.) ICE-EU 42.55 –2.60 –5.76 144.55 40.52
Gas oil ($/ton) ICE-EU 372.50 –20.25 –5.16 1,350.75 361.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on March 11
Per In

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

Argentina peso-a 4.6612 0.2145 3.6413 0.2746

Brazil real 2.9899 0.3345 2.3357 0.4281

Canada dollar 1.6392 0.6101 1.2805 0.7809
1-mo. forward 1.6390 0.6101 1.2803 0.7810

3-mos. forward 1.6371 0.6108 1.2789 0.7819
6-mos. forward 1.6334 0.6122 1.2760 0.7837

Chile peso 769.02 0.001300 600.75 0.001665
Colombia peso 3208.71 0.0003117 2506.61 0.0003990

Ecuador US dollar-f 1.2801 0.7812 1 1
Mexico peso-a 19.4118 0.0515 15.1643 0.0659

Peru sol 4.0602 0.2463 3.1718 0.3153
Uruguay peso-e 30.914 0.0323 24.150 0.0414

U.S. dollar 1.2801 0.7812 1 1
Venezuela bolivar 2.75 0.363801 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9683 0.5080 1.5376 0.6504
China yuan 8.7567 0.1142 6.8406 0.1462

Hong Kong dollar 9.9281 0.1007 7.7558 0.1289
India rupee 65.2723 0.0153 50.9900 0.0196

Indonesia rupiah 15332 0.0000652 11978 0.0000835
Japan yen 124.73 0.008018 97.44 0.010263

1-mo. forward 124.67 0.008021 97.39 0.010268
3-mos. forward 124.47 0.008034 97.23 0.010285

6-mos. forward 124.08 0.008059 96.93 0.010317
Malaysia ringgit-c 4.7319 0.2113 3.6965 0.2705

New Zealand dollar 2.5263 0.3958 1.9736 0.5067
Pakistan rupee 102.792 0.0097 80.300 0.0125

Philippines peso 61.726 0.0162 48.220 0.0207
Singapore dollar 1.9605 0.5101 1.5316 0.6529

South Korea won 1877.91 0.0005325 1467.00 0.0006817
Taiwan dollar 44.138 0.02266 34.481 0.02900
Thailand baht 46.052 0.02171 35.975 0.02780

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

Euro zone euro 1 1 0.7812 1.2801

1-mo. forward 1.0001 0.9999 0.7813 1.2800

3-mos. forward 1.0000 1.0000 0.7812 1.2801

6-mos. forward 0.9990 1.0010 0.7804 1.2814

Czech Rep. koruna-b 27.059 0.0370 21.139 0.0473

Denmark krone 7.4495 0.1342 5.8195 0.1718

Hungary forint 300.76 0.003325 234.95 0.004256

Norway krone 8.8548 0.1129 6.9173 0.1446

Poland zloty 4.5990 0.2174 3.5927 0.2783

Russia ruble-d 44.850 0.02230 35.036 0.02854

Sweden krona 11.2326 0.0890 8.7748 0.1140

Switzerland franc 1.4804 0.6755 1.1565 0.8647

1-mo. forward 1.4794 0.6760 1.1557 0.8653

3-mos. forward 1.4764 0.6773 1.1533 0.8671

6-mos. forward 1.4712 0.6797 1.1493 0.8701

Turkey lira 2.2278 0.4489 1.7404 0.5746

U.K. pound 0.9285 1.0770 0.7253 1.3787

1-mo. forward 0.9285 1.0770 0.7253 1.3787

3-mos. forward 0.9282 1.0773 0.7251 1.3791

6-mos. forward 0.9271 1.0786 0.7242 1.3807

MIDDLE EAST/AFRICA
Bahrain dinar 0.4825 2.0724 0.3770 2.6529

Egypt pound-a 7.2722 0.1375 5.6810 0.1760

Israel shekel 5.3790 0.1859 4.2020 0.2380

Jordan dinar 0.9076 1.1018 0.7090 1.4104

Kuwait dinar 0.3783 2.6436 0.2955 3.3841

Lebanon pound 1920.79 0.0005206 1500.50 0.0006665

Saudi Arabia riyal 4.8009 0.2083 3.7504 0.2666

South Africa rand 12.9737 0.0771 10.1350 0.0987

United Arab dirham 4.7019 0.2127 3.6731 0.2723

SDR -f 0.8725 1.1461 0.6816 1.4671

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.

 11 EUROPE DJ Stoxx 600 166.24 0.25 0.15% –15.6% –46.6%

 12 DJ Stoxx 50 1702.60 0.07 unch. –17.6% –45.0%

 9 Euro Zone DJ Euro Stoxx 179.68 0.98 0.55 –19.4% –48.5%

 8 DJ Euro Stoxx 50 1932.79 13.26 0.69 –21.2% –47.0%

 4 Austria ATX 1450.07 –6.03 –0.41% –17.2% –61.6%

 4 Belgium Bel-20 1647.25 30.74 1.90 –13.7% –56.0%

 5 Czech Republic PX 675.6 15.4 2.33 –21.3% –55.6%

 10 Denmark OMX Copenhagen 205.19 4.86 2.43 –9.3% –48.5%

 7 Finland OMX Helsinki 4498.79 129.29 2.96 –16.7% –54.7%

 7 France CAC-40 2674.20 10.52 0.39 –16.9% –43.1%

 10 Germany DAX 3914.10 27.12 0.70 –18.6% –40.7%

 … Hungary BUX 9735.93 –134.38 –1.36 –20.5% –56.7%

 4 Ireland ISEQ 1947.41 –38.22 –1.92 –16.9% –68.9%

 4 Italy S&P/MIB 13568 65 0.48 –30.3% –58.3%

 7 Netherlands AEX 210.33 –0.11 –0.05 –14.5% –52.2%

 6 Norway All-Shares 254.26 –4.57 –1.77 –5.9% –47.1%

 17 Poland WIG 23232.40 196.18 0.85 –14.7% –51.2%

 10 Portugal PSI 20 5923.58 53.85 0.92 –6.6% –43.6%

 … Russia RTSI 627.60 –7.32 –1.15% –0.7% –69.8%

 6 Spain IBEX 35 7204.7 51.4 0.72% –21.7% –45.1%

 15 Sweden OMX Stockholm 202.63 4.33 2.18 –0.8% –35.2%

 9 Switzerland SMI 4576.97 64.42 1.43 –17.3% –36.8%

 … Turkey ISE National 100 23282.57 –32.86 –0.14 –13.3% –47.4%

 8 U.K. FTSE 100 3693.81 –21.42 –0.58 –16.7% –36.1%

 9 ASIA-PACIFIC DJ Asia-Pacific 76.60 2.26 3.04 –18.2% –46.6%

 8 Australia SPX/ASX 200 3244.4 59.9 1.88 –12.8% –38.3%

 … China CBN 600 18241.70 –150.07 –0.82 23.5% –47.0%

 8 Hong Kong Hang Seng 11930.66 236.61 2.02 –17.1% –49.1%

 10 India Sensex 8160.40 Closed –15.4% –49.4%

 … Japan Nikkei Stock Average 7376.12 321.14 4.55 –16.7% –42.6%

 … Singapore Straits Times 1505.51 19.76 1.33 –14.5% –48.4%

 11 South Korea Kospi 1127.51 35.31 3.23 0.3% –32.0%

 9 AMERICAS DJ Americas 183.81 0.55 0.30 –18.7% –46.3%

 7 Brazil Bovespa 38548.09 –246.46 –0.64 2.7% –38.6%

 11 Mexico IPC 17585.27 41.75 0.24 –21.4% –40.4%

*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 March 11, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.30% 9 ALL COUNTRY (AC) WORLD* 181.57 5.13%–20.3% –51.0%

4.30% 9 World (Developed Markets) 725.26 5.32%–21.2% –50.2%

3.90% 10 World ex-EMU 85.86 5.13%–20.2% –48.5%

4.10% 10 World ex-UK 726.58 5.29%–21.4% –49.4%

5.40% 7 EAFE 948.97 4.12%–23.3% –54.2%

4.30% 7 Emerging Markets (EM) 502.70 3.59%–11.3% –56.9%

6.20% 7 EUROPE 58.03 5.12%–16.4% –47.9%

7.00% 6 EMU 104.55 6.40%–26.4% –58.1%

6.30% 7 Europe ex-UK 63.48 5.35%–18.2% –47.9%

8.60% 5 Europe Value 60.51 6.53%–21.9% –53.3%

4.20% 10 Europe Growth 53.67 3.98%–11.2% –42.5%

5.70% 7 Europe Small Cap 91.48 3.38% –9.4% –52.9%

5.30% 3 EM Europe 149.30 7.96% –6.0% –63.7%

6.00% 6 UK 1,098.33 4.95%–16.5% –37.2%

5.50% 7 Nordic Countries 87.78 6.08%–10.5% –53.1%

4.00% 3 Russia 419.10 9.97% 1.7% –68.9%

5.00% 9 South Africa 502.84 0.92%–13.1% –32.4%

5.30% 8 AC ASIA PACIFIC EX-JAPAN 210.27 2.49%–15.0% –56.6%

2.90% 10 Japan 431.01 –0.89%–18.7% –48.8%

3.50% 9 China 36.04 2.05%–11.6% –51.3%

2.00% 9 India 314.64 0.00%–14.8% –56.6%

2.20% 8 Korea 301.51 1.81% –1.8% –35.3%

8.60% 8 Taiwan 175.38 0.47% 1.2% –46.4%

3.30% 13 US BROAD MARKET 783.72 6.46%–20.2% –45.9%

2.70% 49 US Small Cap 933.00 7.33%–25.2% –48.4%

4.10% 8 EM LATIN AMERICA 1,983.24 5.80% –4.5% –55.7%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Continental to lay off 1,900
as it closes two tire factories

Severstal chops jobs as strength of ’08 fades

Opel dealers to invest in GM Europe

Hannover Re’s net falls,
hurt by investment losses

By Gustav Sandstrom

STOCKHOLM—World-wide
sales growth of smart phones
slowed in the fourth quarter of last
year as the economic downturn
curbed consumer demand, research
firm Gartner Inc. said Wednesday.

A total of 38.1 million smart
phones, which combine the tradi-
tional mobile phone with Internet
capability and other features such
as music players, were sold in the
three months ended Dec. 31. That
was up 3.7% from a year earlier,
though the growth rate is a slow-
down from previous quarters. In the
third quarter of 2008, sales of smart
phones rose 12% from a year earlier,
while in the second quarter they
were up 16%.

Gartner research director Rob-
erta Cozza said growth slowed as
consumers had fewer compelling
new products to choose from, in ad-
dition to sales being hit by the deteri-
orating economic climate.

As a proportion of all mobile-de-
vice sales, smart phones remained
relatively stable at 12% in the fourth
quarter, compared with 11% a year
earlier.

Nokia Corp., the world’s biggest
mobile-phone maker, maintained its
market-leading position in the
smart-phone segment in the quar-
ter. However, its market share fell to
40.8% from 50.9% in the year-earlier
period, as its smart-phone sales de-
clined 17% to 15.6 million units.

“Nokia’s entry-level smart-
phone range will continue to offer

good value for the money, but Nokia
remains more exposed to pressure
from competition in the higher end
of the consumer smart-phone mar-
ket as the Nseries loses its appeal,”
Gartner said.

Research In Motion Ltd., the
maker of Blackberry smart phones,
increased its market share to 19.5%
from 10.9% a year earlier, as its sales
grew 85% to 7.4 million phones.

Apple Inc.’s market share in-
creased to 10.7% from 5.2%, as its
sales more than doubled to 4.1 mil-
lion phones from 1.9 million,
boosted by the popular iPhone.

Smart phones lose luster
Sales growth slows;
Nokia keeps its place
as segment leader

CORPORATE NEWS

Source: Gartner

Smart-phone market
Global sales of smart-phones rose 3.7% in the fourth quarter of 2008.
Label  Label Label

Nokia 15.6 40.8% -16.8% 

Research In Motion  7.4 19.5 84.9 

Apple 4.1 10.7 111.6 

HTC 1.6 4.3 19.9 

Samsung 1.6 4.2 138.0 

Others 7.8 20.5 -22.3 

Total  38.1 100.0 3.7

By Christoph Rauwald

In the first sign that dealers are
prepared to help bail out General Mo-
tors Corp.’s European units, a dealer
association agreed in principle to ac-
quire a minority stake in an entity
separated from the U.S. parent.

Euroda, an association of Opel
and Vauxhall dealers, said Wednes-
day it planned to raise at least Œ400
million, or about $500 million, from a
levy on car sales to fund the potential
investment. Dealers would contrib-
ute Œ150 from the sale of each vehicle
for three years. The Euroda associa-
tion represents 4,000 dealers.

GM Europe is nearly out of cash.
GM Chief Operating Officer Freder-
ick Henderson said last week the com-
pany was willing to sell a majority
stake in its Opel and Vauxhall subsid-
iaries as part of an effort to win Œ3.3
billion in aid from Germany and
other European governments.

The dealers said the new entity
would have to be separate from GM
but that the Detroit-based auto
maker should retain a minority stake
“for practical reasons, for example
with regard to economy of scale in
purchasing and engineering.”

Euroda said it expects to hold a fi-
nal vote on setting up the fund at its
next general meeting in Vienna, on
May 15.

German Chancellor Angela Mer-

kel said Wednesday that before a de-
cision on Opel can be made, the gov-
ernment will need to know the out-
come of important decisions regard-
ing parent GM. The government
needs to know what form of indepen-
dence GM can give Opel and what will
happen to Opel’s patents, Ms. Merkel
told the German daily Bild.

German car makers also are hurt-
ing. Daimler AG said Wednesday
that it is introducing shorter work-
ing hours at its Mercedes-Benz
truck plants in Germany in response
to declining orders. The shortened
work week—a program designed to
avoid job cuts, under which the Ger-
man government compensates em-
ployees for hours they don’t work—
will affect about 18,000 employees,
Daimler said.

The car maker had already intro-
duced a range of austerity measures
in an effort to deal with reduced or-
ders. At its passenger-car plants,
around 50,000 employees are work-
ing shorter hours. Daimler said it
doesn’t expect vehicle sales to im-
prove until next year2010.

Other car makers also are cut-
ting production in response to dete-
riorating demand. Japan-based Toy-
ota Motor Corp. said Wednesday it
plans to cut pay and working hours
by 10% at its U.K. plants for a year
starting April 1, in a move to cut
costs while avoiding layoffs.

The cuts came as U.K. officials
met representatives from the auto
industry to provide further details
on a £2.3 billion ($3.2 billion) loan-
guarantee package unveiled in Janu-
ary as part of efforts to boost the sec-
tor. The program will facilitate loans
and loan guarantees for auto mak-
ers and their suppliers with annual
revenue of more than £25 million.

In addition, the government an-
nounced that it will support Tata
Motors Ltd.’s Jaguar Land Rover
with up to £27 million for the produc-
tion of a new environmentally
friendly model. Jaguar Land Rover
is looking to invest about £400 mil-
lion in the Land Rover LRX Concept.
The project would “help safeguard
jobs and lead to the production of a
new greener model,” the govern-
ment said.

Meanwhile, in a boost for the
struggling car sector in Sweden,
three of the country’s auto makers
are expected to get approval from
the European Investment Bank for
Œ1 billion in loans, a senior bank offi-
cial said.

Volvo Cars, the Swedish unit of
Ford Motor Co., is likely to get back-
ing for Œ200 million in loans, bank
adviser Mats Gunnarsson said Tues-
day. Truck makers Volvo AB and Sca-
nia AB are likely to get the go-ahead
for Œ400 million each, the maximum
amount the bank can lend any single
company in a year, he said.

By Ulrike Dauer

HANOVER, Germany—Han-
nover Re AG, one of the world’s big-
gest reinsurers, reported an 89% de-
cline in fourth-quarter net profit,
hurt by losses on shares it sold to
slash the stock portion of its portfo-
lio, as well as by higher taxes.

Hannover Re reported net profit
of Œ15.8 million ($20 million) for the
three months ended Dec. 31, down
from Œ144.4 million a year earlier.

Still, the small net-profit figure
beat market expectations of a slight
loss, mainly because of lower-than-
forecast costs for large disaster
claims.

“The fact that 2008 was a lost
year for our company can be attrib-
uted entirely to the problems on the
investment side,” said Chief Execu-
tive Wilhelm Zeller. “The develop-
ment of our underwriting business,
on the other hand, was satisfac-
tory.”

The company confirmed its fore-
cast for 2009. Reinsurers have been
weathering the financial crisis bet-
ter than banks. They are benefiting
from weaker balance sheets among
their primary-insurer customers;
the reinsurers are able to command
higher rates as reinsurance con-
tracts come up for renewal.

Hannover Re shares rose 9.5% to
Œ24.12 in Frankfurt trading, which
DZ Bank analyst Thorsten Wenzel at-
tributed to the “better-than-fore-

cast results and the upbeat out-
look.” He said Mr. Zeller’s comment
that the global recession has “little
or no impact at all on reinsurers”
was also positive.

Hannover Re confirmed its 2009
targets, saying it expects an after-
tax return on equity of above 15%, a
dividend payout of 35% to 40% of
net profit, and earnings per share of
Œ4.75 to Œ5.25.

The company, one of the five larg-
est reinsurers world-wide by pre-
mium income, said in October that it
recorded losses of Œ200 million as it
cut the stock portion of its portfolio
to about 1% to 2% from 8%.

As a result, it swung to a quar-
terly loss on net investments of Œ92
million, compared with net invest-
ment income of Œ266.3 million a
year earlier.

The lower-than-expected quar-
terly costs for large disaster claims
such as hurricanes improved the re-
insurer’s combined ratio, which mea-
sures the cost of claims against reve-
nue. The combined ratio fell to
73.6% from 95.9% in the year-earlier
quarter. A figure below 100% means
the underwriting business was prof-
itable.

Mr. Wenzel noted that the fourth-
quarter results also benefited from
the release of reserve provisions
that were no longer needed, lower-
ing the combined ratio by about 6.2
percentage points. However, such a
move won’t likely be repeated, he
said.

By Christoph Rauwald

FRANKFURT—Faced with slump-
ing demand for tires, Continental
AG said Wednesday it will close a
French plant and a German plant,
laying off 1,900 employees, to re-
duce overcapacity.

“We have studied various op-
tions and concluded that the com-
petitiveness of the tire divisions
can be maintained only by closing
the two plants with the highest
costs, and these are the passenger
tire plant in Clairoix and the com-
mercial vehicle tire plant in Ha-
nover,” Continental executive
board member Hans-Joachim Niko-
lin said in a statement.

The German tire maker and auto-
parts supplier said a restructuring
of its European operations had be-
come necessary due to “overcapaci-
ties of about 15 million passenger
and 1.7 million commercial vehicle
tires due to the huge slump in origi-
nal equipment sales and sluggish
replacement business.”

Continental added that it as-
sumed the market wouldn’t re-
cover in the short- to medium-
term, and that it was taking steps
to bring production at its European
tire plants in line with demand.

In a move that will affect 1,120
employees and reduce production
capacity by eight million units, Con-
tinental will gradually decrease
and eventually cease production at
its French tire plant in Clairoix by
March 31, 2010. Continental said
the Clairoix plant has the highest

production costs of any passenger-
car tire factory in Europe.

Commercial-vehicle tire produc-
tion at the Hanover plant, which
has a capacity of 1.4 million tires,
will be halted on Dec. 31. Some 780
employees will be affected there.
In addition, production at the com-
pany’s plant in Puchov, Slovakia,
will be cut by 20%.

Continental’s tire operations
are part of its rubber division,
which also includes the rubber and
plastics technology operations
ContiTech. Continental plans to
carve out the rubber division as
part of a wider strategic shift.

The restructuring comes at a
time when eroding demand for
cars and trucks is battering auto
makers and their suppliers. Conti-
nental and its dominant share-
holder, closely held Schaeffler
Group, are also being squeezed by
combined debts of around Œ21 bil-
lion ($26.6 billion) following
Schaeffler’s takeover of Continen-
tal and Continental’s prior acquisi-
tion of Siemens AG’s automotive-
electronics unit, VDO.

Continental said that demand
for tires for new commercial vehi-
cles, such as trucks and buses, de-
clined by 20% in Europe in the
fourth quarter.

“This trend has accelerated dra-
matically in the first two months of
the current year,” Continental said.
“The European commercial-vehi-
cle tire-replacement market like-
wise plummeted by over 15% in the
last quarter of 2008.”

By Alexander Kolyandr

Russian steelmaker OAO Sever-
stal on Wednesday posted a 9.9% rise
in net profit for 2008, but said it will
cut thousands of jobs and reduce its
capital expenditure by two thirds, cit-
ing a “very challenging outlook.”

In the 12 months ended Dec. 31,
net profit at the company, which has
assets in Russia, the U.S. and the Euro-

pean Union, rose to $2.03 billion from
$1.85 billion in 2007, despite a $1.21
billion net loss in the fourth quarter.
Revenue for the full year was up 44%
at $22.39 billion from $15.5 billion.
Severstal blamed the fourth-quarter
loss on deteriorating economic condi-
tions, inventory adjustments of $411
million, as well as a $1.54 billion im-
pairment of noncurrent assets.

Between 9,000 and 9,500 jobs

will be cut at Cherepovets Iron &
Steel Works, the flagship plant in
Russia, said Alexei Mordashov, chief
executive and major shareholder.
Severstal cut its capital expenditure
budget to $1 billion from $3 billion.

Severstal bought several assets
in 2008, including the Sparrows
Point steel plant, in Baltimore, Md.;
a mill in Warren, Ohio; and steel pro-
ducer Esmark.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.50 $23.35 0.33 1.43%
Alcoa AA 30.90 5.76 –0.36 –5.88%
AmExpress AXP 28.50 11.93 –0.24 –1.97%
BankAm BAC 431.20 4.93 0.14 2.92%
Boeing BA 10.40 33.27 0.26 0.79%
Caterpillar CAT 15.30 26.31 –0.20 –0.75%
Chevron CVX 14.60 61.22 –0.56 –0.91%
Citigroup C 807.70 1.54 0.09 6.21%
CocaCola KO 12.90 39.57 0.82 2.12%
Disney DIS 14.40 16.59 –0.02 –0.12%
DuPont DD 10.00 18.35 0.43 2.40%
ExxonMobil XOM 36.10 65.77 –1.62 –2.40%
GenElec GE 245.10 8.49 –0.38 –4.28%
GenMotor GM 7.30 1.86 –0.03 –1.59%
HewlettPk HPQ 27.00 28.61 1.57 5.81%
HomeDpt HD 20.90 19.68 0.26 1.34%
Intel INTC 78.20 13.96 0.04 0.29%
IBM IBM 11.40 88.62 1.37 1.57%
JPMorgChas JPM 149.10 20.40 0.90 4.62%
JohnsJohns JNJ 15.80 47.90 0.12 0.25%
KftFoods KFT 13.70 21.32 –0.48 –2.20%
McDonalds MCD 15.70 51.03 –1.57 –2.98%
Merck MRK 27.30 21.94 –0.26 –1.17%
Microsoft MSFT 83.70 17.11 0.63 3.82%
Pfizer PFE 76.60 12.79 –0.30 –2.29%
ProctGamb PG 12.50 45.07 –0.10 –0.22%
3M MMM 7.90 46.80 1.31 2.88%
UnitedTech UTX 9.70 41.06 0.27 0.66%
Verizon VZ 13.30 27.44 –0.17 –0.62%
WalMart WMT 24.90 47.46 –0.94 –1.94%

Dow Jones Industrial Average P/E: 23
LAST: 6930.40 s 3.91, or 0.06%

YEAR TO DATE: t 1,845.99, or 21.0%

OVER 52 WEEKS t 5,179.84, or 42.8%

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

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

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

Stena Aktiebolag "1,275" –97 391 485 Vivendi 163 6 14 15

Fiat "1,365" –68 –34 161 Publicis Groupe 155 6 13 30

Swiss Reins  789 –61 200 341 Commerzbank  127 7 17 60

Porsche Automobil Hldg  694 –54 –44 125 Holcim  655 10 80 108

AXA 244 –29 39 121 Centrica  100 12 12 23

Allianz  164 –28 34 82 Brit Telecom  228 16 55 81

Glencore Intl AG "1,473" –26 25 323 Veolia Environnement 153 24 38 48

Aviva  488 –25 200 320 Brit Awys  742 25 64 50

Nielsen 890 –22 –20 19 Alcatel Lucent 1664 41 195 351

Bco Espirito Santo  205 –22 –3 84 Rallye 1522 218 264 417

Source: Markit Group

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

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

Credit Suisse Grp Switzerland Banks $28.6 27.94 9.14% –47.3% –61.8%

Deutsche Bk Germany Banks 17.7 24.30 8.00 –66.9 –74.1

AXA France Full Line Insurance 20.3 7.60 7.76 –64.8 –73.4

UniCredit Italy Banks 14.8 0.87 5.96 –81.7 –85.9

Anglo Amer U.K. General Mining 21.1 11.44 5.93 –64.0 –44.9

HSBC Hldgs U.K. Banks $61.9 3.74 –6.27% –53.0 –62.0

British Amer Tob U.K. Tobacco 47.6 17.06 –5.95 –11.7 18.9

Vodafone Grp U.K. Mobile Telecoms 92.8 1.16 –3.82 –24.7 –8.8

ING Groep Netherlands Life Insurance 7.6 2.86 –3.58 –87.2 –91.1

Sanofi-Aventis France Pharmaceuticals 66.8 39.80 –2.52 –16.4 –46.7

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

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

Koninklijke Philips 16.5 12.74 5.90% –50.3% –53.0%
Netherlands (Consumer Electronics)
BHP Billiton 40.9 13.30 5.22 –15.0 35.7
U.K. (General Mining)
Intesa Sanpaolo 25.8 1.70 5.06 –61.9 –67.2
Italy (Banks)
Nokia 39.1 8.05 4.95 –61.4 –52.4
Finland (Telecoms Equipment)
Rio Tinto 28.8 20.84 4.51 –61.7 –24.5
U.K. (General Mining)
BASF 27.9 23.74 4.49 –43.8 –24.4
Germany (Commodity Chemicals)
ABB 30.9 15.39 4.20 –41.1 –1.5
Switzerland (Industrial Machinery)
Barclays 8.1 0.70 3.70 –84.4 –89.2
U.K. (Banks)
Banco Bilbao Vizcaya 25.3 5.28 3.13 –61.0 –69.1
Spain (Banks)
Banco Santander 47.3 4.63 2.89 –57.7 –58.9
Spain (Banks)
BNP Paribas 31.9 27.42 2.87 –54.0 –63.8
France (Banks)
Soc. Generale 16.0 21.57 2.69 –69.7 –81.4
France (Banks)
Assicurazioni Genli 19.5 10.82 2.46 –61.4 –63.1
Italy (Full Line Insurance)
UBS 25.4 10.03 2.45 –64.7 –84.0
Switzerland (Banks)
Roche Hldg Pt. Ct. 88.2 145.50 2.32 –23.7 –27.3
Switzerland (Pharmaceuticals)
Allianz SE 31.5 54.52 2.23 –52.3 –60.2
Germany (Full Line Insurance)
Daimler 26.3 21.38 2.20 –60.5 –55.3
Germany (Automobiles)
L.M. Ericsson Tel B 25.3 74.40 2.20 21.2 –46.1
Sweden (Telecoms Equipment)
ArcelorMittal 29.6 15.99 1.69 –67.9 ...
Luxembourg (Iron & Steel)
Siemens 49.9 42.75 1.21 –48.3 –44.0
Germany (Diversified Industrials)

Royal Bk of Scot 11.5 0.21 0.95% –92.9% –95.9%
U.K. (Banks)
Tesco 34.1 3.15 0.45 –21.2 –4.1
U.K. (Food Retailers & Wholesalers)
Telefonica 85.6 14.25 0.35 –23.1 7.0
Spain (Fixed Line Telecoms)
Total 114.1 37.68 0.31 –23.1 –29.0
France (Integrated Oil & Gas)
Nestle 121.4 36.72 –0.11 –23.1 –5.1
Switzerland (Food Products)
Royal Dutch Shell 77.3 17.06 –0.23 –25.1 –33.9
U.K. (Integrated Oil & Gas)
Bayer 36.3 37.22 –0.35 –22.6 11.2
Germany (Specialty Chemicals)
GlaxoSmithKline 79.7 10.13 –0.44 –2.7 –35.1
U.K. (Pharmaceuticals)
Diageo 29.4 7.75 –0.45 –23.8 –15.1
U.K. (Distillers & Vintners)
Unilever 30.8 14.08 –0.49 –31.1 –27.3
Netherlands (Food Products)
BP 127.6 4.48 –0.66 –17.8 –32.6
U.K. (Integrated Oil & Gas)
SAP 41.7 26.64 –0.86 –16.5 –39.0
Germany (Software)
Novartis 90.5 39.64 –1.10 –19.6 –45.3
Switzerland (Pharmaceuticals)
Astrazeneca 45.0 22.49 –1.14 18.7 –22.1
U.K. (Pharmaceuticals)
France Telecom 56.5 16.93 –1.43 –21.8 –9.4
France (Fixed Line Telecoms)
Deutsche Telekom 51.7 9.28 –1.49 –23.1 –33.8
Germany (Mobile Telecoms)
E.ON 48.6 19.02 –1.65 –53.7 –37.5
Germany (Multiutilities)
Iberdrola 29.9 4.68 –2.09 –54.9 –29.4
Spain (Conventional Electricity)
ENI 67.9 13.28 –2.42 –41.1 –43.9
Italy (Integrated Oil & Gas)
GDF Suez 70.0 25.00 –2.50 –35.4 –15.3
France (Multiutilities)

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 1.63% 0.58% 2.3% 2.4% -6.9%
Event Driven 0.22% -0.13% 1.5% 2.0% -25.2%
Distressed Securities -0.84% -1.97% -10.5% -6.8% -38.4%
Equity Market Neutral -0.10% -0.37% -1.4% -1.3% -9.5%
Equity Long/Short -0.84% -0.84% -5.7% 0.1% -13.4%

*Estimates as of 03/10/09, 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 2.03 96.44% 0.01% 2.17 1.18 1.65

Eur. High Volatility: 10/1 4.28 91.78 0.02 5.57 2.16 3.76

Europe Crossover: 10/1 11.14 82.86 0.06 11.66 5.74 9.36

Asia ex-Japan IG: 10/1 4.52 90.14 0.02 6.63 1.99 3.69

Japan: 10/1 5.56 83.96 0.02 5.58 1.58 3.18

 Note: Data as of March 10

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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By Robert Guy Matthews

And Anjali Cordeiro

Alcoa Inc. Chief Executive
Klaus Kleinfeld said he wouldn’t
rule out any means of raising cash—
including selling a stake to another
company—as the aluminum giant
positions itself to weather the cur-
rent downturn.

Mr. Kleinfeld didn’t say the
Pittsburgh-based company had im-
minent plans to sell a stake and de-
clined to name prospective part-
ners. But Alcoa has made it a prior-
ity to maintain enough of a cash
cushion to survive even if the econ-
omy takes a much sharper turn for
the worse. The chief executive
made clear the company would
look at all options.

“It would be absolutely wise to
look at all cash-generating opportu-
nities,” Mr. Kleinfeld said in a inter-
view Tuesday. “It would be foolish
to leave any of these things out.”

Alcoa for years enjoyed the bene-
fits of a boom in commodity prices,
but it has been laid low more re-
cently by a sharp drop in the price of
aluminum. To cope, the company re-
cently announced asset sales, salary
freezes, a 15% cut in its work force
and a 50% reduction in capital spend-

ing. Mr. Kleinfeld said the steps have
helped preserve cash and leave the
company “well protected” against
an extended downturn.

Investors, however, remain
wary. Alcoa shares have fallen
about 80% in the past six months
and were trading at $5.83, down 29
cents, in late-afternoon trading
Wednesday. In further testament to
Alcoa’s troubles, Moody’s
Investors Service, Stan-
dard & Poor’s Investors
Services and Fitch Ratings
last month downgraded
the company’s credit rat-
ing to the lowest rung of in-
vestment grade. Mr. Klein-
feld attributed the down-
grades in part to overall
weakness in the alumi-
num industry as weakness
in the transportation,
aerospace and construc-
tion industries have pushed prices
and demand down.

Mr. Kleinfeld said the company
would try to balance its responsibil-
ity to shareholders with its need to
conserve cash. “I would neither buy
back debt nor shares at this time,”
Mr. Kleinfeld said. Some companies,
including General Electric Co., have
repurchased debt in order to shore
up their balance sheets and reduce
interest payments.

He said the company wouldn’t
rule out cutting its dividend if neces-
sary to preserve an adequate cush-
ion of cash.

Even as the company hunkers

down, Mr. Kleinfeld was upbeat
about the long-term demand for alu-
minum and pointed to India, Brazil
and China, where a stimulus pack-
age is under way, as bright spots in
the current environment. Chinese
aluminum producers were quick to
cut back capacity and run down in-
ventories, he said. Government
spending, meanwhile, is encourag-

ing consumption, he said.
“Demand is starting to kick
in as the stimulus starts to
take off,” he said.

Mr. Kleinfeld said Alcoa
doesn’t have a deal in the
works with its former part-
ner, Chinese aluminum-
maker Aluminum Corp. of
China. Chinalco, as the com-
pany is known, is in the
midst of paying Alcoa $1.02
billion for Alcoa’s stake in
their joint investment in

mining giant Rio Tinto. The alumi-
num industry has been one of the
hardest hit in the commodity sector.
But many mining companies have
amassed cash from strong prices
over the last year and are looking
for opportunities. Rio Tinto has had
trouble selling off some of its assets
because of tight credit markets and
uncertainty in the market.

Mr. Kleinfeld said that despite Al-
coa’s efforts to conserve cash, the
company was planning to spend
$500 million on new, lower-cost op-
erations in Brazil. He said that, in
the long-term, those operations
would lower the company’s costs.

Rambus, Hynix step closer
to ending 9-year legal battle

Alcoa keeps options open
CEO won’t rule out
selling stake in effort
to preserve cash

Klaus Kleinfeld

Apple’s new iPod Shuffle delivers more

Cosco, with ready cash,
to bolster shipbuilder

Enel likely to back capital boost

CORPORATE NEWS

By Yukari Iwatani Kane

Apple Inc. introduced a new iPod
Shuffle that is about half the size of
its previous model but with the capac-
ity to play twice as many songs, as
the company tries to re-energize its
iPod business.

The new $79 four-gigabyte device
will play as many as 1,000 songs, the
same as the first iPod, which sold for
$399 in 2001. The new model will al-
low users to switch between multiple
playlists, which wasn’t possible with
previous models. It also includes a
new voice feature that announces
songs and playlists in 14 different lan-
guages. One of the key differences
from the previous Shuffle is that all of
the controls are now on the earphone

cord rather than on the device.
“When we looked at how we can

get it even smaller and keep it fun and
easy to use, we realized we could take
the controller right out of the Shuf-
fle,” Philip Schiller, Apple’s marketing
chief, said Wednesday.

The latest model comes as the Cu-
pertino, Calif., company faces declin-
ing revenue from its maturing iPod
business. The devices still dominate
the market for digital music players,
and Apple sold a record number of
iPods in the quarter ended Dec. 27. Yet
iPod revenue fell 16% to $3.4 billion as
the devices have gotten less expen-
sive over time.

Analysts expect iPod growth to be
limited as the overall market reaches
saturation. According to the Con-

sumer Electronics Association, digi-
tal music players are now in 46% of
U.S. households, up from 20% in 2006.

Apple declined comment on how
the new product will affect revenue,
but the new Shuffle is $10 more expen-
sive thanthe older two-gigabyte Shuf-
fle model, which the company plans
to phase out. The company doesn’t
break out Shuffle sales, but brokerage
firm Kaufman Brothers estimates
that Apple could sell two million to
2.5 million Shuffles in the current
quarter, which ends in March.

The new Shuffle comes just a
week after the company updated its
Macintosh desktop computers and
amid wide speculation about what
new products Apple might intro-
duce this year.

By Ian Johnson

BEIJING—As global shipping com-
panies struggle amid slumping inter-
national trade, China Ocean Shipping
Co. is flush with cash, and one of its
top leaders says it stands poised to an-
nounce record revenue for 2008.

But Cosco Vice President Zhang
Fusheng, in a recent interview, indi-
cated that the state-owned company
is under pressure from the govern-
ment to bolster local industries, es-
pecially China’s hard-hit shipbuild-
ing industry. Mr. Zhang said, for ex-
ample, that Cosco had recently
agreed to construct a shipbuilding
wharf in a city suffering badly from
the economic downturn, after pro-
vincial leaders pressured it to help
the local economy.

“We are in a good position thanks
to our strong performance of the past
few years,” Mr. Zhang said. “But this
year will be more challenging.”

Cosco’s situation illustrates the im-
portant relationship between China’s
government and its huge state-sector
companies, which benefit from
Beijing’s policies—and are expected
to contribute to its efforts to keep the

economy growing.
With more than 800 ships and 53

million tons of total carrying capac-
ity, Cosco is by many reckonings sec-
ond in size in its industry only to A.P.
Moller-Maersk AS, the Danish con-
tainer-and-oil shipping giant. A
former national monopoly, Cosco
now has several domestic competi-
tors and has listed more than half of
its assets through various vehicles
on overseas stock markets, Mr.
Zhang said.

Mr. Zhang said the group’s reve-
nue grew to at least $26.9 billion last
year from $22 billion in 2007. That
was largely on the strength of the first
nine months, before the recession be-
gan to slow trade and cripple many
shipping companies. He declined to
give an estimate for 2008 profit.

Mr. Zhang said this year’s revenue
will be lower, but that China’s stimu-
lus package will help cushion Cosco’s
business. The company has diversi-
fied into domestic logistics and ship-
building, both of which stand to bene-
fit from government spending.

Cosco also recently received an
$11 billion line of credit from a state-
owned bank.

By Liam Moloney

ROME—Italian utility Enel SpA
will likely approve a capital increase
of as much as Œ8 billion ($10.14 bil-
lion) this year and slice more than
20% off dividends from 2009 as part
of its efforts to slash its debt pile, a
person familiar with the matter said
Wednesday.

Enel’s board was scheduled to
meet late Wednesday to approve its
2008 results and 2009-2013 strat-
egy plan, as well as decide on the
rights issue, this person said.

Investors have begun to question
whether Enel has a clear plan to man-
age its debt load as banks tighten
their lending conditions world-wide
in response to the financial crisis.
Credit-rating agencies have re-
cently warned they could cut Enel’s
debt rating after it agreed last

month to increase its stake in
Endesa SA to 92% at a cost of Œ11.1
billion. While the move gave Enel
sole control of the Spanish utility, it
will weigh heavily on the company’s
already-big debt load.

At the end of February, Enel is-
sued a statement saying the utility
was exploring a capital increase, but
declined to give further details.

Enel has said that it will pay a div-
idend per share of 49 European
cents on 2008 profit and that it ex-
pects to pay the same figure in the
next couple of years. However, in
the event of a capital increase of Œ8
billion based on an unchanged over-
all dividend figure of Œ3 billion, the
dividend per share would drop to
about 35 cents.

Analysts estimate Enel will reach
earnings before interest, taxes, de-
preciation and amortization, or

Ebitda, of around Œ18 billion in 2013.
This would allow the utility to have
a net debt-to-Ebitda ratio of less
than 3.5—a level analysts say should
keep credit agencies from down-
grading Enel’s debt rating. In Febru-
ary, Enel said its preliminary 2008
Ebitda jumped 45% to more than
Œ14.2 billion on consolidation of its
Endesa stake. Preliminary revenue
climbed to Œ61 billion from Œ43.7 bil-
lion in 2007.

Enel’s overall asset disposals
could double to Œ10 billion in the
next years as part of the 2009-2013
plan in order to help cut debt, most
analysts predict. Last month, Enel
said its net debt was about Œ50 bil-
lion at the end of December. How-
ever, the figure is estimated to have
jumped to almost Œ62 billion after it
agreed to buy a further 25% stake in
Endesa from Acciona SA.

By Don Clark

Rambus Inc. and Hynix Semicon-
ductor Inc. tentatively agreed to a
proposed judgment in their nine-
year legal battle that would require
Hynix to pay $397 million as well as
additional royalties.

The pact doesn’t necessarily
mean that Hynix will pay that
amount, since the South Korean
company is expected to appeal the
judgment after it is entered in a fed-
eral court in San Jose, Calif.

“It’s not really a settlement in
the normal sense of the word,” said
Thomas Lavelle, Rambus’s general
counsel. But he called the agree-
ment “another big step closer” to
ending the conflict.

Rambus, of Los Altos, Calif., spe-
cializes in technology that acceler-
ates the performance of memory
chips. The company has been locked
in patent litigation with Hynix and
other makers of those chips after an
initial plan to license its technology
failed to take off.

Defendants have raised accusa-
tions that Rambus misled an indus-
try group about the company’s
plans to patent technology the
group later chose as a standard. The

Federal Trade Commission took up
the latter issue, but an appeals court
ruled against the FTC and the U.S.
Supreme Court recently declined to
review that ruling.

U.S. District Judge Ronald Whyte
last week upheld a 2008 jury verdict
concluding that Rambus did noth-
ing wrong, in a case involving Hynix,
Samsung Electronics Co., Nanya
Technology Corp. and Micron Tech-
nology Inc. —Kerry E. Grace

contributed to this article.
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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 02/27 USD 33.14 –2.9 –52.8 –26.3
LG Asian Plus AS EQ CYM 02/27 USD 34.48 –8.8 –54.0 –22.7
LG Asian SmallerCo's AS EQ BMU 03/09 USD 49.62 –10.0 –60.4 –41.2
LG India EA EQ MUS 03/05 USD 25.22 –21.0 –65.7 –30.4
Siberian Investment Co EE EQ IRL 02/20 USD 21.81 34.4 –73.2 –46.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 03/09 EUR 20.09 –23.4 –67.3 –48.9
MP-TURKEY.SI OT OT SVN 03/09 EUR 16.82 –13.9 –56.0 –37.4

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 03/09 USD 8.81 1.0 –36.5 NS
Parex Caspian Sea Eq EU EQ LVA 03/09 EUR 2.03 –3.3 –77.7 NS
Parex Eastern Europ Bd EU BD LVA 03/09 USD 8.81 1.0 –36.5 NS
Parex Russian Eq EE EQ LVA 03/09 USD 8.65 –0.1 –71.2 NS

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 03/10 USD 91.76 –17.3 –54.7 –26.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 03/10 USD 87.94 –17.4 –55.2 –27.4
PF (LUX)-Biotech-Pca OT EQ LUX 03/09 USD 241.55 –15.3 –21.0 –5.9
PF (LUX)-CHF Liq-Pca CH MM LUX 03/09 CHF 123.94 0.0 1.2 1.6
PF (LUX)-CHF Liq-Pdi CH MM LUX 03/09 CHF 93.55 0.0 1.2 1.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 03/09 USD 72.07 –11.4 –37.4 –19.7
PF (LUX)-East Eu-Pca EU EQ LUX 03/09 EUR 121.44 –9.1 –70.0 –46.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 03/10 USD 79.76 –14.4 –60.2 –29.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 03/10 USD 266.99 –12.2 –59.0 –29.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 03/09 EUR 61.58 –19.5 –46.8 –32.3
PF (LUX)-EUR Bds-Pca EU BD LUX 03/09 EUR 369.73 –1.0 0.8 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 03/09 EUR 281.36 –1.0 0.8 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 03/09 EUR 122.83 –1.6 –6.7 –4.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 03/09 EUR 86.36 –1.6 –6.7 –4.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 03/09 EUR 91.20 1.1 –29.4 –22.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 03/09 EUR 52.87 1.1 –29.4 –22.2
PF (LUX)-EUR Liq-Pca EU MM LUX 03/09 EUR 135.08 0.3 3.4 3.3
PF (LUX)-EUR Liq-Pdi EU MM LUX 03/09 EUR 97.35 0.3 3.4 3.3
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 03/09 EUR 102.17 0.3 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 03/09 EUR 100.81 0.3 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 03/09 EUR 251.07 –17.9 –49.4 –36.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 03/09 EUR 80.36 –20.5 –48.2 –35.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 03/09 USD 187.14 –1.2 –7.1 –1.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 03/09 USD 127.31 –1.2 –7.1 –1.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 03/02 USD 11.05 –13.6 –48.9 –31.0
PF (LUX)-Gr China-Pca AS EQ LUX 03/10 USD 188.31 –11.5 –48.0 –18.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 03/09 USD 149.48 –22.0 –61.9 –27.8
PF (LUX)-Jap Index-Pca JP EQ LUX 03/10 JPY 6622.54 –18.7 –43.5 –36.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 03/10 JPY 5895.27 –19.3 –44.3 –40.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 03/10 JPY 5747.61 –19.3 –44.7 –40.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 03/10 JPY 3202.30 –18.4 –41.5 –37.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 03/10 USD 130.17 –17.8 –52.1 –27.6
PF (LUX)-Piclife-Pca CH BA LUX 03/09 CHF 642.91 –6.8 –17.9 –13.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 03/09 EUR 36.26 –17.9 –43.3 –33.3
PF (LUX)-Rus Eq-Pca OT OT LUX 03/09 USD 21.24 –7.0 –76.7 NS
PF (LUX)-Security-Pca GL EQ LUX 03/09 USD 62.12 –13.1 –34.7 –22.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 03/09 EUR 295.04 –9.6 –45.1 –32.9
PF (LUX)-US Eq-Ica US EQ LUX 03/09 USD 64.35 –21.2 –43.6 –25.9
PF (LUX)-USA Index-Pca US EQ LUX 03/09 USD 54.51 –24.8 –46.8 –29.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 03/09 USD 513.95 –3.1 5.5 7.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 03/09 USD 377.12 –3.1 5.5 7.0

PF (LUX)-USD Liq-Pca US MM LUX 03/09 USD 130.40 0.2 1.9 3.1
PF (LUX)-USD Liq-Pdi US MM LUX 03/09 USD 85.15 0.2 1.9 3.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 03/09 USD 101.45 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 03/09 USD 100.74 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 03/09 EUR 87.49 –15.1 –35.2 –24.2
PF (LUX)-WldGovBds-Pca GL BD LUX 03/10 USD 151.36 –8.2 –4.7 5.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 03/10 USD 125.28 –8.2 –4.7 5.3
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 03/09 USD 31.27 –24.7 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 03/09 USD 6.87 –12.4 –40.1 –30.4
Japan Fund USD JP EQ IRL 03/10 USD 11.27 –23.3 –27.0 –21.8

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 01/30 USD 125.56 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 01/30 USD 5.40 –20.0 –66.0 –33.8
Europn Conviction USD B EU EQ CYM 01/30 USD 129.00 2.2 17.4 10.1
Europn Forager USD B OT OT CYM 01/30 USD 177.85 –0.6 –13.3 –2.7
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 01/30 USD 14.29 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 01/30 USD 160.57 –3.2 –5.3 2.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 03/04 USD 52.68 –8.7 –62.9 –24.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 03/09 EUR 435.87 –22.6 –45.8 NS
Core Eurozone Eq B EU EQ IRL 03/09 EUR 491.00 –25.3 NS NS
Euro Fixed Income A EU BD IRL 03/09 EUR 1077.67 –4.8 –13.7 –8.4
Euro Fixed Income B EU BD IRL 03/09 EUR 1144.91 –4.7 –13.1 –7.9
Euro Small Cap A EU EQ IRL 03/09 EUR 739.72 –12.7 –50.7 –39.9
Euro Small Cap B EU EQ IRL 03/09 EUR 788.53 –12.6 –50.4 –39.5
Eurozone Agg Eq A EU EQ IRL 03/09 EUR 393.29 –20.9 –49.7 NS
Eurozone Agg Eq B EU EQ IRL 03/09 EUR 562.46 –20.8 –49.4 –35.3
Glbl Bd (EuroHdg) A GL BD IRL 03/09 EUR 1180.80 –1.4 –8.4 –4.4
Glbl Bd (EuroHdg) B GL BD IRL 03/09 EUR 1247.27 –1.3 –7.8 –3.8
Glbl Bd A EU BD IRL 03/09 EUR 1009.62 3.0 1.9 –2.8
Glbl Bd B EU BD IRL 03/09 EUR 1069.63 3.1 2.5 –2.2
Glbl Real Estate A OT EQ IRL 03/09 USD 437.02 –34.4 –62.0 –45.3
Glbl Real Estate B OT EQ IRL 03/09 USD 448.36 –34.4 –61.8 –45.0
Glbl Real Estate EH-A OT EQ IRL 03/09 EUR 426.50 –32.0 –58.8 –45.1
Glbl Real Estate SH-B OT EQ IRL 03/09 GBP 40.07 –32.4 –58.8 –44.5
Glbl Strategic Yield A EU BD IRL 03/09 EUR 1100.48 –2.7 –24.2 –14.5
Glbl Strategic Yield B EU BD IRL 03/09 EUR 1171.85 –2.5 –23.8 –13.9
Japan Equity A JP EQ IRL 03/09 JPY 8377.00 –18.9 –46.2 –37.6
Japan Equity B JP EQ IRL 03/09 JPY 8885.00 –18.9 –45.8 –37.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 03/09 USD 1043.87 –18.8 –54.6 –28.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 03/09 USD 1108.61 –18.7 –54.3 –28.4
Pan European Eq A EU EQ IRL 03/09 EUR 581.58 –19.1 –49.6 –35.1
Pan European Eq B EU EQ IRL 03/09 EUR 616.97 –19.0 –49.4 –34.7
US Equity A US EQ IRL 03/09 USD 508.86 –24.0 –49.2 –30.6
US Equity B US EQ IRL 03/09 USD 542.21 –23.8 –48.9 –30.2
US Small Cap A US EQ IRL 03/09 USD 716.23 –28.8 –50.9 –34.2
US Small Cap B US EQ IRL 03/09 USD 763.61 –28.7 –50.6 –33.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 03/10 SEK 51.04 –15.2 –46.0 –34.9
Choice Japan Fd JP EQ LUX 03/10 JPY 36.51 –18.8 –43.3 –38.1
Choice Jpn Chance/Risk JP EQ LUX 03/10 JPY 36.44 –18.6 –48.9 –38.8
Choice NthAmChance/Risk US EQ LUX 03/10 USD 2.45 –12.4 –45.5 –28.8
Europe 2 Fd EU EQ LUX 03/10 EUR 0.59 –15.1 –51.4 –36.5
Europe 3 Fd EU EQ LUX 03/10 GBP 2.37 –20.8 –41.4 –26.3
Global Chance/Risk Fd GL EQ LUX 03/10 EUR 0.42 –11.3 –37.8 –29.5
Global Fd GL EQ LUX 03/10 USD 1.31 –21.0 –49.2 –30.9
Intl Mixed Fd -C- NO BA LUX 03/10 USD 19.12 –16.8 –38.5 –21.1
Intl Mixed Fd -D- NO BA LUX 03/10 USD 13.49 –16.8 –38.5 –20.1
Wireless Fd OT EQ LUX 03/10 EUR 0.09 –3.9 –40.1 –26.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 03/10 USD 3.93 –13.2 –48.4 –25.5

Currency Alpha EUR -IC- OT OT LUX 03/10 EUR 10.68 –2.1 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 03/10 EUR 10.62 –2.2 5.7 3.1
Currency Alpha SEK -ID- OT OT LUX 03/10 SEK 103.15 –2.4 5.9 NS
Currency Alpha SEK -RC- OT OT LUX 03/10 SEK 120.48 –2.2 5.7 3.1
Generation Fd 80 OT OT LUX 03/10 SEK 5.95 –6.8 –26.8 NS
Nordic Focus EUR NO EQ LUX 03/10 EUR 45.51 –8.8 –45.1 NS
Nordic Focus NOK NO EQ LUX 03/10 NOK 50.48 –8.8 –45.1 NS
Nordic Focus SEK NO EQ LUX 03/10 SEK 55.00 –8.8 –45.1 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 03/10 USD 1.15 –17.3 –45.0 –29.1
Ethical Global Fd GL EQ LUX 03/10 USD 0.48 –22.0 –49.0 –32.2
Ethical Sweden Fd NO EQ LUX 03/10 SEK 27.54 –4.2 –28.9 –23.2
Europe Fd EU EQ LUX 03/10 USD 1.26 –11.7 –41.0 –29.5
Index Linked Bd Fd SEK OT BD LUX 03/10 SEK 13.28 1.6 2.9 4.1
Medical Fd OT EQ LUX 03/10 USD 2.40 –16.4 –30.4 –18.6
Short Medium Bd Fd SEK NO MM LUX 03/10 SEK 9.21 0.6 3.0 3.0
Technology Fd OT EQ LUX 03/10 USD 1.44 –7.3 –38.8 –21.8
World Fd NO BA LUX 03/10 USD 1.37 –17.3 –45.0 –22.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 03/10 EUR 1.27 0.2 2.0 2.0
Short Bond Fd SEK NO MM LUX 03/10 SEK 21.75 0.9 3.0 3.0
Short Bond Fd USD US MM LUX 03/10 USD 2.49 –0.2 1.1 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 03/10 SEK 9.91 –1.5 –3.9 –1.2
Alpha Bond Fd SEK -B- NO BD LUX 03/10 SEK 8.90 –1.5 –3.9 –1.2
Alpha Bond Fd SEK -C- NO BD LUX 03/10 SEK 24.83 –1.5 –4.0 –1.3
Alpha Bond Fd SEK -D- NO BD LUX 03/10 SEK 8.27 –1.5 –4.0 –1.3
Alpha Short Bd SEK -A- NO MM LUX 03/10 SEK 10.92 1.0 3.3 3.2
Alpha Short Bd SEK -B- NO MM LUX 03/10 SEK 10.24 1.0 3.3 3.2
Alpha Short Bd SEK -C- NO MM LUX 03/10 SEK 21.37 1.0 3.2 3.1
Alpha Short Bd SEK -D- NO MM LUX 03/10 SEK 8.88 1.0 3.2 3.1
Bond Fd SEK -C- NO BD LUX 03/10 SEK 41.92 0.9 9.2 5.8
Bond Fd SEK -D- NO BD LUX 03/10 SEK 12.58 0.9 8.0 5.1
Corp. Bond Fd EUR -C- EU BD LUX 03/10 EUR 1.03 –5.4 –13.0 –7.2
Corp. Bond Fd EUR -D- EU BD LUX 03/10 EUR 0.81 –5.4 –13.4 –7.4
Corp. Bond Fd SEK -C- NO BD LUX 03/10 SEK 10.12 –5.8 –16.4 –9.0
Corp. Bond Fd SEK -D- NO BD LUX 03/10 SEK 7.95 –5.8 –16.2 –8.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 03/10 EUR 104.79 0.9 5.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 03/10 EUR 104.40 0.8 4.7 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 03/10 SEK 1184.63 0.8 4.7 NS
Flexible Bond Fd -C- NO BD LUX 03/10 SEK 21.12 1.2 6.2 4.4
Flexible Bond Fd -D- NO BD LUX 03/10 SEK 11.96 1.2 6.2 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 03/10 SEK 78.69 –1.7 –23.4 –13.4
Global Hedge I SEK -D- OT OT LUX 03/10 SEK 71.91 –1.7 –25.6 –14.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 03/10 USD 1.38 –10.0 –51.7 –22.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 03/10 SEK 17.39 3.6 –35.0 –25.6
Europe Chance/Risk Fd EU EQ LUX 03/10 EUR 652.98 –14.4 –54.0 –38.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 02/19 USD 869.91 –7.5 –52.9 –14.1
UAE Blue Chip Fund Acc OT OT ARE 02/26 AED 4.34 –5.3 –64.1 –24.5

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 03/06 EUR 26.44 –6.8 –8.8 –1.3
Bonds Eur Corp A OT OT LUX 03/09 EUR 21.05 1.5 –4.3 –3.0
Bonds Eur Hi Yld A OT OT LUX 03/06 EUR 13.00 –2.2 –32.5 –23.2
Bonds EURO A OT OT LUX 03/09 EUR 39.62 0.3 4.5 3.6
Bonds Europe A OT OT LUX 03/06 EUR 38.45 1.5 5.1 3.3
Bonds US MtgBkSec A OT OT LUX 03/09 USD 25.74 0.4 7.8 2.6
Bonds US OppsCoreplus A OT OT LUX 03/09 USD 31.68 0.5 –0.4 2.7
Bonds World A OT OT LUX 03/06 USD 36.89 –7.4 –7.5 4.2
Eq. China A OT OT LUX 03/09 USD 12.97 –13.2 –50.2 –17.6
Eq. ConcentratedEuropeA OT OT LUX 03/09 EUR 16.85 –18.2 –50.3 –35.6
Eq. Eastern Europe A OT OT LUX 03/09 EUR 11.79 –10.8 –67.4 –43.2
Eq. Equities Global Energy OT OT LUX 03/09 USD 11.96 –16.1 –51.2 –19.4
Eq. Euroland A OT OT LUX 03/09 EUR 7.00 –23.6 –49.8 –35.3
Eq. Euroland MidCapA OT OT LUX 03/09 EUR 11.90 –17.4 –52.8 –38.7
Eq. EurolandCyclclsA OT OT LUX 03/06 EUR 11.54 –16.0 –46.6 –27.4
Eq. EurolandFinancialA OT OT LUX 03/09 EUR 5.05 –40.0 –65.8 –50.5
Eq. Glbl Emg Cty A OT OT LUX 03/09 USD 5.08 –15.0 –58.3 –27.4
Eq. Global A OT OT LUX 03/09 USD 16.27 –22.7 –51.4 –32.9
Eq. Global Technol A OT OT LUX 03/09 USD 3.23 –11.7 –43.5 –31.9
Eq. Gold Mines A OT OT LUX 03/09 USD 19.84 –5.1 –43.4 –11.2
Eq. Japan Sm Cap A OT OT LUX 03/09 JPY 793.41 –12.4 –38.5 –42.6
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 03/09 USD 5.27 –17.4 –53.8 –25.4
Eq. US ConcenCore A OT OT LUX 03/09 USD 14.38 –11.5 –36.4 –22.4
Eq. US Lg Cap Gr A OT OT LUX 03/09 USD 9.36 –13.2 –46.3 –28.7
Eq. US Mid Cap A OT OT LUX 03/09 USD 16.80 –16.2 –48.4 –27.1
Eq. US Multi Strg A OT OT LUX 03/06 USD 12.72 –20.4 –49.9 –32.5
Eq. US Rel Val A OT OT LUX 03/09 USD 11.57 –25.5 –54.4 –38.1
Eq. US Sm Cap Val A OT OT LUX 03/09 USD 8.87 –31.5 –58.2 –42.7
Eq. US Value Opp A OT OT LUX 03/09 USD 9.90 –23.6 –55.1 –40.2
Money Market EURO A OT OT LUX 03/06 EUR 27.24 0.4 4.0 4.0
Money Market USD A OT OT LUX 03/06 USD 15.78 0.3 2.3 3.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 03/10 JPY 6829.00 –20.6 –47.1 –41.6
YMR-N Japan Fund JP EQ IRL 03/10 JPY 7438.00 –21.2 –45.9 –39.2
YMR-N Low Price Fund JP EQ IRL 03/10 JPY 10327.00 –20.4 –42.0 –39.4
YMR-N Small Cap Fund JP EQ IRL 03/10 JPY 5298.00 –17.5 –43.0 –41.4
Yuki Mizuho Gen Jpn III JP EQ IRL 03/10 JPY 3324.00 –21.8 –54.8 –42.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 03/10 JPY 3513.00 –21.8 –54.3 –45.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 03/10 JPY 4897.00 –19.7 –51.2 –41.1
Yuki Mizuho Jpn Gen JP EQ IRL 03/10 JPY 6332.00 –21.1 –46.2 –39.9
Yuki Mizuho Jpn Gro JP EQ IRL 03/10 JPY 4924.00 –21.2 –46.1 –41.6
Yuki Mizuho Jpn Inc JP EQ IRL 03/10 JPY 6440.00 –19.0 –41.4 –36.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 03/10 JPY 3845.00 –22.9 –48.0 –39.0
Yuki Mizuho Jpn LowP JP EQ IRL 03/10 JPY 8771.00 –22.6 –40.8 –36.9
Yuki Mizuho Jpn PGth JP EQ IRL 03/10 JPY 6055.00 –20.7 –49.6 –41.3
Yuki Mizuho Jpn SmCp JP EQ IRL 03/10 JPY 5120.00 –16.5 –46.9 –41.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 03/10 JPY 4220.00 –18.7 –43.8 –37.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 03/10 JPY 2008.00 –15.9 –53.4 –51.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 03/10 JPY 3385.00 –19.5 –52.0 –41.2
Yuki 77 General JP EQ IRL 03/10 JPY 4672.00 –20.9 –48.9 –39.3
Yuki 77 Growth JP EQ IRL 03/10 JPY 4601.00 –22.2 –50.1 –43.9
Yuki 77 Income AS EQ IRL 03/10 JPY 4208.00 –17.7 –40.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 03/10 JPY 5021.00 –19.5 –46.1 –39.3
Yuki Chugoku Jpn Gro JP EQ IRL 03/10 JPY 3956.00 –22.6 –47.8 –39.9
Yuki Chugoku JpnLowP JP EQ IRL 03/10 JPY 6277.00 –23.4 –39.7 –36.7
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 03/10 JPY 5291.00 –21.8 –49.6 –40.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 03/10 JPY 3576.00 –21.4 –49.3 –39.7
Yuki Hokuyo Jpn Inc JP EQ IRL 03/10 JPY 4087.00 –22.6 –42.0 –37.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 03/10 JPY 3904.00 –17.0 –42.5 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 03/10 JPY 3544.00 –21.3 –53.6 –42.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 03/10 JPY 3405.00 –22.0 –50.0 –41.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 03/10 JPY 4007.00 –21.4 –47.5 –39.6

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 01/30 USD 34.91 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 01/30 USD 1361.57 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 01/30 USD 1755.28 0.8 –8.6 –2.3

CMA MultHdge Balncd OT OT CYM 01/30 USD 1254.64 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 01/30 USD 1716.38 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 01/30 USD 974.79 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 12/31 EUR 98.41 –24.0 –24.0 –8.6

D'Auriol Opp F3 EUR EU MM CYM 12/31 EUR 996.09 –27.3 –27.3 –11.9

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 01/30 USD 2057.10 –0.5 –5.2 –4.7

Harmony Cap Ltd B EUR OT OT BMU 01/30 EUR 1990.70 –0.8 –4.6 –4.9

Harmony Cap Ltd D USD OT OT BMU 01/30 USD 1178.50 –0.5 –5.6 –5.1

Harmony Cap Ltd E EUR OT OT BMU 01/30 USD 1145.50 –0.8 –4.8 –5.2

Harmony Cap Ltd F GBP OT OT BMU 01/30 GBP 1002.20 –0.6 –4.0 –4.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 02/20 USD 380.52 NS –76.3 –50.9

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 01/30 EUR 220.59 2.7 17.6 36.5

Horseman EmMkt Opp USD GL EQ USA 01/30 USD 225.50 2.7 15.8 37.3

Horseman EurSelLtd EUR EU EQ GBR 01/30 EUR 211.93 1.3 10.2 22.0

Horseman EurSelLtd USD EU EQ GBR 01/30 USD 220.49 1.4 9.3 22.5

Horseman Glbl Ltd EUR GL EQ CYM 01/30 USD 494.60 0.4 24.9 33.1

Horseman Glbl Ltd USD GL EQ CYM 01/30 USD 494.60 0.4 24.9 33.1
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 02/20 GBP 0.95 1.5 NS NS

Global Absolute USD OT OT GGY 02/20 USD 1.78 1.3 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 02/20 EUR 74.58 –2.3 –31.0 NS

Special Opp Inst EUR OT OT CYM 02/20 EUR 70.19 –2.2 –30.6 NS

Special Opp Inst USD OT OT CYM 02/20 USD 79.16 –1.9 –28.3 NS

Special Opp USD OT OT CYM 02/20 USD 77.97 –2.0 –28.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 02/20 EUR 122.05 2.3 –13.1 –2.2

GH Fund CHF Hdg OT OT JEY 02/20 CHF 101.63 1.8 NS NS

GH Fund EUR Hdg OT OT JEY 02/20 EUR 110.84 2.2 –15.3 –4.6

GH Fund EUR Hdg (Non-V II) OT OT JEY 02/20 EUR 98.60 2.4 –15.0 –4.4

GH Fund EUR Hdg (Non-V) OT OT JEY 02/20 EUR 110.84 2.2 –15.3 –4.6

GH Fund GBP Hdg OT OT JEY 02/20 GBP 120.49 2.2 NS NS

GH Fund Inst EUR OT OT JEY 02/20 EUR 85.80 2.8 NS NS

GH Fund Inst JPY OT OT JEY 02/20 JPY 8586.17 2.1 –14.4 NS

GH Fund Inst USD OT OT JEY 02/20 USD 100.96 2.3 –13.3 –2.5

GH FUND S EUR OT OT CYM 02/20 EUR 115.70 2.3 –14.7 –3.8

GH FUND S GBP OT OT JEY 02/20 GBP 120.34 2.3 –14.0 –2.6

GH Fund S USD OT OT CYM 02/20 USD 135.11 2.4 –12.8 –2.0

GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8

Hedge Investments OT OT JEY 02/20 USD 126.67 2.2 NS NS

Leverage GH USD OT OT GGY 02/20 USD 101.71 4.3 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 02/20 CHF 86.23 2.6 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 02/20 EUR 93.12 3.0 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 02/20 GBP 100.22 3.4 NS NS

MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS

MultiAdv Arb S EUR OT OT CYM 02/20 EUR 98.58 3.0 –22.0 –10.4

MultiAdv Arb S GBP OT OT CYM 02/20 GBP 103.22 3.5 –21.8 –9.6

MultiAdv Arb S USD OT OT CYM 02/20 USD 111.82 3.2 –20.3 –8.8

MultiAdv Arb USD OT OT GGY 02/20 USD 173.94 3.1 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 02/20 USD 107.28 0.2 NS NS

Asian AdbantEdge EUR OT OT JEY 02/20 EUR 90.16 1.7 –20.5 –5.0

Asian AdvantEdge OT OT JEY 02/20 USD 164.58 1.6 NS NS

Emerg AdvantEdge OT OT JEY 02/20 USD 143.57 2.3 NS NS

Emerg AdvantEdge EUR OT OT JEY 02/20 EUR 80.55 2.5 –29.5 –10.3

Europ AdvantEdge EUR OT OT JEY 02/20 EUR 114.98 –0.2 NS NS

Europ AdvantEdge USD OT OT JEY 02/20 USD 121.34 –0.6 NS NS

Japan AdvantEdge JPY OT OT JEY 02/20 JPY 7731.57 –4.3 NS NS

Japan AdvantEdge USD OT OT JEY 02/20 USD 89.99 –4.3 NS NS

Lvgd Alpha AdvantEdge OT OT JEY 02/20 USD 85.92 0.1 NS NS

Trading AdvantEdge OT OT GGY 02/20 USD 153.05 0.9 NS NS

Trading AdvantEdge EUR OT OT GGY 02/20 EUR 139.27 1.2 NS NS

Trading AdvantEdge GBP OT OT GGY 02/20 GBP 146.87 0.9 NS NS

US AdvantEdge OT OT JEY 02/20 USD 104.18 1.8 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 02/27 EUR 248.82 1.2 –2.7 1.1

Integrated Dir Trading EUR OT OT CYM 11/28 EUR 102.04 –0.4 0.9 5.9

Integrated Emg Markets EUR OT OT CYM 11/28 EUR 73.40 –30.1 –29.4 –11.7

Integrated European EUR OT OT CYM 11/28 EUR 149.86 0.8 1.6 1.8

Integrated Event Driven EUR OT OT CYM 11/28 EUR 84.29 –21.4 –21.0 –6.5

Integrated Lg/Sh Sel F EUR OT OT CYM 11/28 EUR 85.44 –14.5 –14.6 –1.6

Integrated MultSt B EUR OT OT VGB 11/28 EUR 115.83 –17.0 –16.3 –4.9

Integrated Relative Value EUR OT OT CYM 11/28 EUR 90.76 –9.6 –9.3 –2.2

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 03/06 USD 181.00 –5.8 –76.8 –50.9

Antanta MidCap Fund EE EQ AND 03/06 USD 227.82 –21.4 –87.6 –58.7

Meriden Opps Fund GL OT AND 02/25 EUR 83.69 –3.9 –23.0 NS

Meriden Protective Div OT OT 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 03/03 USD 88.79 6.6 47.9 43.6
Superfund GCT USD* OT OT LUX 03/03 USD 3773.00 3.3 32.0 25.1
Superfund Gold A (SPC) OT OT CYM 03/03 USD 1235.04 6.2 7.6 32.1
Superfund Gold B (SPC) OT OT CYM 03/03 USD 1459.31 8.3 14.2 39.7
Superfund Q-AG* OT OT AUT 03/03 EUR 9011.00 2.8 24.7 20.5

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 02/27 USD 183.52 –0.1 9.3 10.8

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 02/27 EUR 1306.40 0.9 –0.3 10.3
Winton Evolution GBP GL OT VGB 02/27 GBP 1286.99 0.9 0.4 11.8
Winton Evolution JPY GL OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 02/27 USD 1276.31 1.0 –0.8 10.8
Winton Futures EUR GL OT VGB 02/27 EUR 207.69 0.9 9.4 20.9
Winton Futures GBP GL OT VGB 02/27 GBP 223.81 0.8 10.6 22.6
Winton Futures JPY Lead Series 2 GL OT VGB 02/27 JPY 14797.32 0.3 5.7 17.5
Winton Futures USD GL OT VGB 02/27 USD 739.08 NS NS 21.3

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 02/27 EUR 116.96 –1.5 –15.5 –6.4
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 02/27 USD 249.76 –3.4 –15.4 –4.9

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
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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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 —
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 02/27 USD 1278.77 NS 0.3 –2.0 –18.6 –7.5

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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Neiman loss marks tough days for luxury sellers

By Ann Zimmerman

In a sign that Wal-Mart Stores
Inc. plans to capitalize on its sales
strength in the recession, the re-
tailer is hiring five public-relations
firms to better promote its prod-
ucts, according to documents re-
viewed by The Wall Street Journal.

The retailer, based in Benton-
ville, Ark., plans to put the firms on
retainer and then have them bid on
individual projects, an effort by the
notoriously frugal retailer to con-
tain costs. This strategy is becom-
ing more common in the advertis-
ing industry as businesses attempt
to rein in marketing budgets amid
falling revenues.

The five agencies will carve up
work previously handled almost
entirely by Edelman, a large,
closely held, public-relations
agency with headquarters in New
York and Chicago.

“Wal-Mart is currently talking
to a number of public-relations
agencies to support consumer com-
munications for Wal-Mart U.S.,”
the retailer said. “Candidate agen-
cies that may join the roster have al-
ready been identified and vetted.”

Wal-Mart, which reported Febru-
arysame-storesalesgrew5.1%,itsbest
sales performance in nine months, is
handilyoutpacingthoseofitscompeti-
tors in the recession as consumers
trade down to more-affordable prod-
ucts, particularly for necessities such
as food. However, in recent years the
company’s sales in the U.S. have
flagged, and Wal-Mart is stepping up
promotionalactivitiesinanattemptto
hold on to its enlarged customer base
when the economy recovers, accord-
ingto a person closeto the process.

The agencies will promote Wal-
Mart in five key categories: food, ap-
parel, electronics, financial services
and its Web site, Walmart.com. Wal-
Mart has a multimillion-dollar bud-
get for outside PR agencies for the
current year, according to the docu-
ments reviewed by the Journal.

In the last year, Wal-Mart has

tried to boost sales by stocking big-
ger brand-name electronics and
overhauling its private-label food
line, which makes its debut at the
end of the month. The company also
has overhauled its apparel and
home-furnishings division, moved
it to New York and introduced exclu-
sive brands, including a recent line
of casual apparel and career dresses
by designer Norma Kamali and a
higher-end bedding and accessories
line by Better Homes and Gardens.

But the company has done little
to promote these efforts, a strategy
it apparently wants to change. A
document Wal-Mart sent to public-
relations firms Jan. 26 inviting
them to bid for the business out-
lined what the retailer expects
from the agencies it hires: “Wal-
Mart continues to step up its of-
fense game, and the PR agencies ap-
proved for projects will be ex-
pected to contribute greatly to (1)
increased reach; (2) continuing pos-
itive media tone, measurably im-
proved over time, (3) improved cus-
tomer favorability ratings.”

Wal-Mart first contracted with
Edelman’s Washington office in

2005 to combat negative publicity
orchestrated in part by several
groups affiliated with labor unions.
Edelman set up a “war room” at the
company’s headquarters to quickly
respond to any perceived attacks
on the retailer’s reputation.

Edelman’s Chicago office has
handled the majority of publicity
work for Wal-Mart’s products and
programs for the past three years,
with several other agencies han-
dling some projects as well. PR-in-
dustry insiders widely assumed
Edelman would continue handling
all of the retailer’s outside publicity
needs after Leslie Dach, vice chair-
man of Edelman public relations
and architect of its stepped-up
strategy for Wal-Mart to combat
critics, became Wal-Mart’s execu-
tive vice president of government
relations and corporate affairs two
years ago.

But Wal-Mart decided that one
agency couldn’t handle all of its
needs, according to people who
were briefed on the decision. Edel-
man Chief Executive Richard Edel-
man declined to comment.

Wal-Mart has overhauled its

marketing efforts in the past two
years, after an attempt to cater to
higher-income shoppers failed.
Two years ago, it hired Martin
Agency, an Interpublic unit based in
Richmond, Va., to create campaigns
that once again emphasized the re-
tailer’s bargains. As part of the reso-
nant “Save Money. Live Better” cam-
paign, Wal-Mart’s ads have high-
lighted how much shoppers save at
Wal-Mart versus its competitors.

About 12 public-relations firms
met in late February with members
of Wal-Mart’s in-house public-rela-
tions team for what the company
called a “chemistry check and capa-
bilities” assessment. The review
committee whittled the roster
down to a short list of candidates
that will present a work assign-
ment beginning next Tuesday.

Edelman didn’t have to partici-
pate in the “chemistry check” and
immediately advanced to the next
round, according to a person famil-
iar with the process. Wal-Mart said
Edelman’s Washington office will
continue to work with the retailer
on corporate and political issues.

Wal-Mart to launch new PR effort
Retailer is aiming
to retain growth
from bargain hunters

CORPORATE NEWS

By Rachel Dodes

Tiffany & Co. is planning to shut-
ter its underperforming Iridesse
pearl jewelry retail chain.

Tiffany launched the 16-store
U.S. chain in 2004 with a big adver-
tising campaign and lured top de-
signers to create special collections.
But the deepening recession “ulti-
mately proved too stressful for this
young business,” Tiffany’s chief ex-
ecutive Michael Kowalski said in an
internal memo reviewed by The
Wall Street Journal.

He added that he was proud of the
“many successes” Iridesse had
achieved over the past four years,
“most notably developing a beauti-
fully designed pearl jewelry collec-
tion.”

Mark Aaron, Tiffany’s vice presi-
dent of investor relations, con-
firmed that Iridesse was being dis-
continued because of the challeng-
ing economy. Investing in a new re-
tail concept is “not a prudent use of
resources in this environment,” he
said, adding that the company is
still in the process of selling off Iri-
desse’s inventory and reaching
agreements with landlords. The
chain will close after those agree-
ments have been unwound.

Tiffany didn’t disclose Iridesse’s
sales or the number of employees it
has other than there are “several
working in each store and a modest-
sized headquarters staff,” Mr. Aaron
says.

Many retailers have developed
new brands and concepts in recent
years as a means to spur growth.
But the sharp decline in consumer
spending is causing them to rethink
capital-intensive expansion strate-
gies and focus on their core busi-
nesses. Neiman Marcus Group Inc.,
for example, said in December that
it was halting further development
of its new Cusp chain for younger
consumers. And Aeropostale Inc.
said last month that it would close
all 11 of its Jimmy’Z brand stores, so
that it could focus on its namesake
brand.

“Successful retailers today have
to make tough choices,” says Arnold
Aronson, managing director at re-
tail consultancy Kurt Salmon Associ-
ates, and a former chairman of Saks
Fifth Avenue. “Capital investment,
time and energy are finite re-
sources.”

Tiffany, which reports fourth-
quarter earnings on March 23, saw
its holiday sales plummet 20% dur-
ing the critical November-Decem-
ber holiday period, even as it low-
ered retail prices on diamond en-
gagement rings in the U.S. by 10% to
boost store traffic. The company in
January offered voluntary retire-
ment to about 800 U.S. employees,
or 13% of its staff.

The company hasn’t disclosed
how many employees accepted the
voluntary retirement offer, but Mr.
Aaron says it was “a pretty meaning-
ful percentage.” In some divisions,
“it exceeded what we expected,”
meaning that Tiffany may be able to
fill some positions with employees
from the Iridesse unit. Iridesse’s
president, Robert Cepek, will be
staying with the company in a differ-
ent role, Mr. Aaron said.

Analysts are expecting Tiffany to
earn 80 cents a share in the fourth
quarter of 2008, compared with
$1.27 in the year-earlier period, ac-
cording to Thomson Reuters.

Tiffany to close
underperforming
Iridesse chain

A shopper browsing at a Wal-Mart in Massachusetts last month. In the past year, Wal-Mart has started stocking bigger
brand-name electronics and overhauling its private-label food line, but it has done little to promote these efforts.

By Vanessa O’Connell

And Peter Lattman

Upscale retailer Neiman Marcus
Group Inc. posted a quarterly loss
Wednesday—its first holiday shop-
ping period loss since the company
started disclosing quarterly results
in 1994—illustrating how high-end
merchants now are among the
worst hit segments of American re-
tailing.

The Dallas-based retailer re-
ported a net loss of $509.2 million
for the second quarter ended Jan.
31, compared with net earnings of
$44.3 million in the same period a
year ago. Sales in its fiscal second-
quarter dropped 21% to $1.08 billion
from $1.37 billion in the prior year.

The majority of the latest loss
stemmed from a $560.1 million non-
cash impairment charge on good-
will and lower values for its trade-
names. It cited “recent significant
declines in the U.S. and interna-
tional financial markets” as well as
“double digit decreases in compara-

ble revenues” for Neiman Marcus as
factors in its impairment charges.

The results reflect how luxury re-
tailers are scrambling to adjust to
dramatically leaner times. Burton
Tansky, chief executive of Neiman
Marcus, has long cultivated the ca-
chet of the century-old retailer by fo-
cusing on pricey designer goods and
limiting expansion to two stores a
year. The retailer operates 40 Ne-
iman Marcus stores, the Bergdorf
Goodman store in New York, and six
smaller Cusp boutiques.

The six-year boom in luxury
goods came to a screeching halt last
fall, as wealthy shoppers dramati-
cally cut back on their purchases of
designer clothing and other pricey
items. Consultant Bain & Co. last
month lowered its outlook for glo-
bal luxury consumption, forecast-
ing a falloff this year that could go as
deep as 15% compared with 2008.

Neiman Marcus has cut invento-
ries and laid off employees. Its
credit rating was lowered in Decem-
ber.

Neiman Marcus was bought by
Texas Pacific Group and Warburg
Pincus LLC for $5.1 billion in 2005.
The buyers paid about 8.5 times
Ebitda, or earnings, taxes, interest,
depreciation and amortization.
From 2005 to 2007, the retailer
grew its Ebitda by 40%, and there
was speculation on Wall Street that
its private equity owners might take
Neiman Marcus public.

At the end of the third calendar
quarter of 2008, the private-equity
owners had valued their investment
in Neiman Marcus at more than two
times its original cost, according to
people familiar with the change. At
the end of December, they wrote
down their investment by more
than 50% and now carry it at cost.

In past years, Neiman Marcus
had promoted itself as the chain
where shoppers could find some of
the most expensive designer mer-
chandise around, including over-
the-top fantasy holiday gifts such as
jewel-encrusted bras. Now, it must
adjust to market where a smaller

group of customers are buying
fewer expensive items. “There’s a
smaller customer base and the cus-
tomer that traded up to Neiman Mar-
cus is no longer there,” says Mat-
thew F. Katz, a managing partner at
AlixPartners, a consulting firm. Mr.
Katz does work for rival Saks Inc.

Neiman executives say they have
tried to avoid the steep discounting
that its rivals have implemented.
But Karen W. Katz, Neiman Marcus
chief executive of stores, said in an
interview Monday that the chain
has recently changed its marketing
approach, to increase direct mail-
ings to its customers, and to offer
shoppers “different kinds of incen-
tives to come into the store.” Ms.
Katz is unrelated to Mr. Katz.

Last week, for instance, it offered
$500 gift card for those who do-
nated “gently worn” suits to charity.
It also sent some of its regular cus-
tomers a $50 “perk” card to use to-
ward alterations, and offered $200
off designer handbags priced at
$750 or more, beginning March 20.
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Japan Blend A JP EQ LUX 03/09 JPY 4205.00 –21.6 –49.5 –39.3
Japan Growth A JP EQ LUX 03/09 JPY 4372.00 –21.4 –47.1 –37.9
Japan Growth I JP EQ LUX 03/09 JPY 4470.00 –21.3 –46.7 –37.4
Japan Strat Value A JP EQ LUX 03/09 JPY 4042.00 –21.6 –51.9 –40.6
Japan Strat Value I JP EQ LUX 03/09 JPY 4123.00 –21.5 –51.5 –40.2
Real Estate Sec. A OT EQ LUX 03/09 USD 6.98 –34.6 –60.6 –46.3
Real Estate Sec. B OT EQ LUX 03/09 USD 6.43 –34.7 –61.0 –46.9
Real Estate Sec. I OT EQ LUX 03/09 USD 7.45 –34.5 –60.2 –45.9
Short Mat Dollar A US BD LUX 03/09 USD 6.54 –2.6 –18.0 –12.2
Short Mat Dollar A2 US BD LUX 03/09 USD 8.54 –2.5 –18.2 –12.3
Short Mat Dollar B US BD LUX 03/09 USD 6.54 –2.6 –18.4 –12.6
Short Mat Dollar B2 US BD LUX 03/09 USD 8.53 –2.6 –18.6 –12.7
Short Mat Dollar I US BD LUX 03/09 USD 6.54 –2.5 –17.5 –11.7

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 03/09 GBP 5.65 –15.1 –31.7 –20.5
Andfs. Borsa Global GL EQ AND 03/09 EUR 4.81 –17.1 –42.0 –28.1

Andfs. Emergents GL EQ AND 03/09 USD 8.69 –13.1 –55.1 –25.4
Andfs. Espanya EU EQ AND 03/09 EUR 8.27 –23.5 –43.7 –29.4
Andfs. Estats Units US EQ AND 03/09 USD 9.92 –18.6 –44.4 –26.8
Andfs. Europa EU EQ AND 03/09 EUR 5.15 –20.7 –43.5 –30.2
Andfs. Franca EU EQ AND 03/09 EUR 6.65 –19.6 –42.1 –30.8
Andfs. Japo JP EQ AND 03/09 JPY 361.43 –17.5 –43.3 –35.9
Andfs. Plus Dollars US BA AND 03/09 USD 7.59 –10.0 –26.6 –15.0
Andfs. RF Dolars US BD AND 03/09 USD 9.50 –7.0 –16.7 –8.0
Andfs. RF Euros EU BD AND 03/09 EUR 8.47 –5.4 –22.2 –13.7
Andorfons EU BD AND 03/09 EUR 11.02 –7.6 –25.8 –17.0
Andorfons Alternative Premium OT OT AND 01/31 EUR 93.21 NS –18.2 –8.4
Andorfons Mix 30 EU BA AND 03/09 EUR 7.25 –10.5 –33.4 –21.3
Andorfons Mix 60 EU BA AND 03/09 EUR 6.79 –16.5 –42.0 –27.6

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 02/27 USD 123957.44 –8.1 –48.1 –25.3

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 03/10 EUR 9.92 –1.5 –2.7 –1.1
DJE-Absolut P GL EQ LUX 03/10 EUR 163.56 –6.7 –28.7 –15.1
DJE-Alpha Glbl P EU BA LUX 03/10 EUR 142.54 –7.3 –24.3 –12.3
DJE-Div& Substanz P GL EQ LUX 03/10 EUR 159.06 –9.1 –28.2 –15.7
DJE-Gold&Resourc P OT EQ LUX 03/10 EUR 127.96 –2.1 –36.2 –10.5
DJE-Renten Glbl P EU BD LUX 03/10 EUR 121.25 1.3 –0.3 0.4

LuxPro-Dragon I AS EQ LUX 03/10 EUR 94.63 1.9 –32.7 –11.4
LuxPro-Dragon P AS EQ LUX 03/10 EUR 92.40 1.8 –33.1 –12.4
LuxTopic-Aktien Europa EU EQ LUX 03/10 EUR 10.88 –24.1 –35.5 –19.7
LuxTopic-Pacific AS EQ LUX 03/10 EUR 8.62 –4.8 –51.4 –29.4

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 02/27 USD 29.90 –13.5 –55.7 –14.5
EFG-Hermes MEDA* GL EQ BMU 01/30 USD 18.90 –9.8 –46.9 –10.8
EFG-Hermes Saudi Arabia Equity EA EQ SAU 03/03 SAR 4.31 –9.2 NS NS
EFG-Hermes Telecom OT EQ BMU 01/30 USD 25.02 –2.4 –33.8 –8.1

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 03/09 USD 243.18 –1.0 –21.5 –9.9
Sel Emerg Mkt Equity GL EQ GGY 03/09 USD 112.93 –13.8 –54.3 –25.2
Sel Euro Equity EUR US EQ GGY 03/09 EUR 60.65 –17.7 –51.1 –35.1
Sel European Equity EU EQ GGY 03/09 USD 101.70 –26.0 –59.7 –37.4

Sel Glob Equity GL EQ GGY 03/09 USD 106.90 –25.6 –55.5 –36.1
Sel Glob Fxd Inc GL BD GGY 03/09 USD 118.03 –8.5 –21.7 –8.3
Sel Pacific Equity AS EQ GGY 03/09 USD 73.05 –19.2 –52.7 –27.9
Sel US Equity US EQ GGY 03/09 USD 76.80 –23.8 –48.6 –31.4
Sel US Sm Cap Eq US EQ GGY 03/09 USD 94.99 –27.4 –52.0 –37.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 03/06 EUR 281.89 –3.4 –18.0 –10.8
DSF 50/50 EU BA LUX 03/06 EUR 200.42 –7.2 –26.8 –16.7
DSF 75/25 EU BA LUX 02/26 EUR 152.04 –6.4 –34.9 –22.9
KBC Eq (L) Europe EU EQ LUX 03/09 EUR 317.75 –18.2 –50.3 –35.9
KBC Eq (L) Japan JP EQ LUX 03/09 JPY 13427.00 –19.7 –44.3 –37.9
KBC Eq (L) NthAmer EUR US EQ LUX 03/09 EUR 348.91 –23.6 –48.4 NS
KBC Eq (L) NthAmer USD US EQ LUX 03/09 USD 507.77 –23.5 –47.0 –28.7
KBL Key America EUR US EQ LUX 03/06 EUR 252.04 –21.0 –51.3 –30.5
KBL Key America USD US EQ LUX 03/06 USD 263.96 –20.7 –50.6 –29.2
KBL Key East Europe EU EQ LUX 03/06 EUR 965.99 –8.7 –67.1 –40.8
KBL Key Eur Sm Cie EU EQ LUX 03/06 EUR 568.93 –9.5 –51.8 –36.4
KBL Key Europe EU EQ LUX 03/06 EUR 446.05 –14.0 –41.1 –28.7
KBL Key Far East AS EQ LUX 03/06 USD 786.58 –12.8 –52.5 –26.0
KBL Key Major Em Mkts GL EQ LUX 03/06 USD 303.51 –11.4 –63.4 –28.0
KBL Key NaturalRes EUR OT EQ LUX 03/06 EUR 323.38 –5.1 –44.6 –19.3
KBL Key NaturalRes USD OT EQ LUX 03/06 USD 311.35 –13.6 –54.4 –20.7
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By Aaron Lucchetti

And Tom Lauricella

For all the whiz-bang trading
strategies Bernard Madoff said he
used to generate his legendary
steady returns, the fraud he is ex-
pected to plead guilty to was as sim-

ple as it gets—he apparently made
up the numbers.

Investigators have said they de-
termined that Mr. Madoff made no
trades for at least 13 years. Instead,
he allegedly took in money from a
network of feeder funds and inves-
tors and used it to meet any with-
drawals his investors requested.

Because returns were so steady,
investors had little need to redeem
their money, and many of them
were clients for decades.

As the numbers grew, Mr. Mad-
off apparently counted on feeder
funds that vacuumed up cash
around the world. In some cases,
the funds claimed to be managing
the money but simply passed it off
to Mr. Madoff. Mr. Madoff’s ability
to produce modest but steady re-
turns, typically 10% to 15% annu-
ally, was a big attraction for inves-
tors.

In the end, the firm sent account
statements indicating investors
had $64.8 billion invested with Mr.
Madoff, including gains made from

what appeared to be bogus returns.
Based on the evidence, the me-

chanics of the alleged fraud relied
on a finely balanced mix of loyal em-
ployees and family, falsified client
statements and financial docu-
ments, and investors who felt privi-
leged to be clients, so didn’t ask too
many questions. It took place in the
firm’s investment advisory busi-
ness, which was believed to be sepa-
rate from its original stock-trading
operation.

More than a dozen employees
dealt with shareholders in the in-
vestment operation, sending out
tens of thousands of account state-
ments outlining trades that had
purportedly been made. An IBM
computer located on the 17th floor
of the company’s headquarters in
the Lipstick Building on the East
Side of Manhattan helped churn
out the statements. Junior employ-
ees put the statements in enve-
lopes.

This group kept track of Mr.
Madoff’s investment clients, which

numbered in the thousands. It set
up accounts and monitored client
balances. It provided the clients
with market color on how the port-
folio was invested.

The people who worked in this
operation rarely left. According to
people familiar with the matter,
Mr. Madoff and others working for
him would occasionally check to
see where various stocks had
traded in recent weeks.

In one case, a Madoff associate
instructed assistants to produce
trading tickets that are now be-
lieved to have been falsified, ac-
cording to people familiar with
statements recently given to prose-
cutors who are trying to determine
whether anyone knowingly helped
Mr. Madoff carry out his alleged
fraud.

Several employees have re-
ceived subpoenas from regulators
seeking documents about their
dealings with Madoff investors,
and at least five have been inter-
viewed by prosecutors, according

to people familiar with the matter.
The portfolio statements from

customers suggested Mr. Madoff
employed a strategy known as split-
strike conversion, where he would
invest in blue-chip stocks and op-
tions on those stocks or stock in-
dexes so that the risk of loss was
limited but so were gains. That pro-
duced modest, steady returns.

Account statements showed
these trades, although given the
amount of money Mr. Madoff was
managing, executing that strategy
would have overwhelmed the op-
tions markets for the contracts he
was trading.

Between 2002 and 2008, Mr.
Madoff moved $250 million of cli-
ent cash from the investment busi-
ness to the trading business, both
of which he owned. The transfers
took place, prosecutors said, to
“give the appearance he was con-
ducting securities transactions in
Europe on behalf of the investors
when, in fact, he wasn’t conducting
such transactions.
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Marketplace

By Aaron Lucchetti

And Amir Efrati

Bernard Madoff ’s expected
guilty plea this week marks an early
milestone in a wide-ranging investi-
gation into who if anyone knowingly
helped him perpetrate his alleged
massive fraud. But the plea itself
isn’t expected to aid investigators.

Although Mr. Madoff, charged
Tuesday, has said he acted alone, in-
vestigators doubt that account,
given the scope and duration of the
alleged fraud and the complexity of
assembling fraudulent statements
for thousands of clients.

Prosecutors alleged Tuesday that
Mr. Madoff hired numerous employ-
ees with “little or no prior pertinent
training or experience in the securi-
ties industry” and caused them to
“communicatewithclientsandgener-
ate false and fraudulent documents.”
What remains unclear is whether
prosecutors suspect these employ-
eeshadknowledgethattheywereper-
petrating a fraudulent scheme.

Investigators aren’t getting

much help from Mr. Madoff, who
they say admitted he perpetrated a
Ponzi scheme when he was arrested
in December. He didn’t enter into a
plea deal and, according to a person
familiar with the matter, he isn’t co-
operating with the government
against any other individuals. His
lawyer declined to comment.

Here’s a look at some of Mr. Mad-
off’s family members, employees
and associates and what has been re-
vealed about their role, if anything,
since Mr. Madoff’s arrest. None has
been accused of wrongdoing by au-
thorities.

n Frank DiPascali
Mr. DiPascali referred to himself

as the “director of options trading”
at Mr. Madoff’s firm, and Mr. Madoff
told investors he executed trades, de-
spite the fact that a court-appointed
trustee found that no trading oc-
curred for at least the past 13 years.

Prosecutors have asked at least
three employees who worked under
Mr. DiPascali about his role in the
firm, according to a person familiar
with the matter. The employees had
profferagreementswithprosecutors—
that is, agreements in which prosecu-
tors agree not to use their statements
against them as long as they tell the
truth. Mr. DiPascali’s lawyer, Marc
Mukasey of Bracewell & Giuliani LLP,
declined to comment Tuesday.

n Annette Bongiorno
Ms. Bongiorno was a four-decade

veteran of the Madoff firm. Two of
her assistants have told the govern-
ment that she instructed them to gen-
erate trading tickets, now believed to
be bogus, and would ask them to re-
search daily share prices for blue-
chip stocks from the previous
month or several months, ac-
cording to a person familiar
with their statements.

Using the data of past
share prices, Ms. Bongiorno
would instruct the assistants
to generate “tickets” showing
purported trades, which re-
sulted in gains that were in
line with Mr. Madoff’s steady
annual returns, Ms. Bongior-
no’s assistants told the gov-
ernment, the person familiar
with their statements said. Ms. Bon-
giorno couldn’t be reached for com-
ment.

n Horowitz and Friehling
The Federal Bureau of Investiga-

tion recently interviewed a longtime
auditor of the Madoff firm, accord-
ing to a person familiar with the mat-
ter. However, the former auditor, Jer-
ome Horowitz, said that he saw no in-
dication of fraud during his time as
the auditor, from the early 1960s un-
til his retirement in 1995, said a per-
son familiar with the matter. Investi-

gators also askd Mr. Horowitz about
his successor and son-in-law, David
Friehling, who handled Madoff au-
dits upon his retirement. Mr. Horow-
itz provided no incriminating infor-
mation about his son-in-law, accord-
ing to the person. A spokesman for
the FBI declined to comment.

Mr. Horowitz, who is
80 years old and has termi-
nal cancer, lost his life sav-
ings in the fraud, accord-
ing to his lawyer. “Mr.
Horowitz thinks this is a
tragedy and feels horrible
not only for his own fam-
ily members, which are
victims, but for all vic-
tims,” said his lawyer, La-
tour Lafferty. “He has co-
operated fully with the
FBI and wanted to explain

his role in working for Mr. Madoff be-
fore he dies.” Andrew Lankler, a law-
yer for Mr. Friehling, declined to
comment.

n Ruth Madoff
Bernard Madoff’s wife, Ruth Mad-

off, often stood at Mr. Madoff’s side
as the couple mingled with wealthy
investors who had entrusted Mr.
Madoff with their money.

Authorities have found informa-
tion that Mrs. Madoff had recon-
ciled the Madoff firm’s bank ac-
counts, a person familiar with the

matter said. That doesn’t indicate
she was aware of fraud.

Daniel Horwitz, a lawyer for Mr.
and Mrs. Madoff, said Monday that
Ruth Madoff will soon hire her own
lawyer if and when she needs to
speak to the government regarding
the criminal investigation. Ira Sor-
kin, another lawyer for the Madoffs,
said two lawsuits also have been
filed against Ruth Madoff in New
York state court, necessitating the
hiring of her own lawyer.

n Peter Madoff
Mr. Madoff’s younger brother Pe-

ter didn’t appear closely involved
with the investment business where
the alleged fraud occurred, but he
held the title of chief compliance of-
ficer for the overall firm.

That would have made him re-
sponsible for making sure the opera-
tion followed any number of laws
and regulations. Peter Madoff was
listed as an officer of the firm on Se-
curities and Exchange Commission
documents. The other officer was
Bernard Madoff, who left Peter in
charge when he took frequent trips.

Peter Madoff’s lawyer has said in
recent months that his client didn’t
know about the alleged fraud. On
Tuesday he didn’t immediately re-
spond to a request for comment.
 —Tom Lauricella

contributed to this article.

Investigators say no trading apparent for at least 13 years
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relatives, associates
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GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Cannabis drug helps in MS

Pain scientist fabricated
drug data, hospital says
Fakery is alleged
in studies involving
Celebrex and Vioxx

JCDecaux SA

French outdoor-advertising com-
pany JCDecaux SA reported a 51%
drop in full-year net profit,
scrapped its dividend and said it ex-
pects organic revenue to fall 10% in
the first quarter of 2009. Shares in
the company sank 19%. Net profit de-
clined to Œ108 million ($136.9 mil-
lion) in 2008, hit by a Œ70.9 million
impairment charge due to the fall in
value of JCDecaux’s minority share-
holdings and goodwill impairments
on acquisitions. Profitability of JC-
Decaux’s street furniture opera-
tions dropped in part due to higher
costs in France. Margins in its bill-
board operations also deteriorated
as revenue fell in the U.K. and Spain.

OAO Mobile TeleSystems

OAO Mobile TeleSystems, Rus-
sia’s biggest wireless operator by
customers, posted a 68% drop in
fourth-quarter net profit as the de-
preciationoftheruble cutintoitsdol-
lar-denominated revenue and raised
thecostof foreign debt.Net profitde-
clined to $145.5 million from $460.3
million in the year-earlier quarter.
MTS gets its revenue in rubles, but
most of its debt is in dollars. About
$494.6 million was wiped from
MTS’s profit as the ruble weakened
against the dollar between Septem-
ber and December. Revenue rose 4%
to $2.42 billion, driven by strong
growth in Russia, where sales were
up 19% in local currency terms. “The
devaluation of the ruble has radi-
cally changed our business and deci-
sion making model,” said Chief Exec-
utive Mikhail Shamolin. “It’s so hard
to predict the situation that it would
be irresponsible to try.”

Philips Electronics NV

Remaining LG Display stake
is sold for $798.5 million

Philips Electronics NV sold its re-
maining stake in South Korean flat-
screen producer LG Display Co. for
about Œ630 million ($798.5 million),
as part of its move away from cycli-
cal businesses and into steadier ar-
eas such as health care. Netherlands-
based Philips said it sold its stake to
investors in a capital-markets trans-
action and that it expects to book a
nontaxable gain of about Œ70 mil-
lion related to the sale in the first
quarter. Philips said the transaction
represents 13.2% of LG Display’s is-
sued share capital. The stock was
sold at a 7.4% discount to LG Dis-
play’s closing share price Tuesday.
Last year, Philips booked an impair-
ment charge of about Œ600 million
tied to its remaining stake in LG dis-
play, mirroring the South Korean
company’s falling market value.

Bombardier Inc.
Bombardier Inc. finally sealed

an order for its new CSeries regional
jet with Deutsche Lufthansa AG, the
launch customer for the aircraft pro-
gram. The deal, which is valued at
$1.53 billion based on the list prices,
comprises 30 CS100 single-aisle air-
craft, with an option for an addi-
tional 30 planes. Lufthansa intends
to put them into service at its Swiss
International Air Lines unit. Mont-
real-based Bombardier had been ex-
pected to announce its first firm or-
der for the CSeries from Lufthansa
by the end of January. The CSeries,
which is expected to enter service in
2013, is touted for its lower carbon
emissions and its fuel savings.

CORPORATE NEWS

Electricité de France SA

European Union antitrust inves-
tigators made surprise inspec-
tions at state-owned utility Elec-
tricité de France SA, the European
Commission and the company said
Wednesday. The commission, the
EU’s executive arm, said it has
“reason to believe” EDF may have

violated European antitrust rules
prohibiting the abuse of a domi-
nant market position. “The sus-
pected illegal conduct may include
actions to raise prices on the
French wholesale electricity mar-
ket,” the commission said. EDF
produces the vast majority of
France’s electricity, and its fleet of
58 nuclear reactors alone gener-
ates about 80% of the country’s
power. The French state owns
84.8% of EDF. The company said it
is cooperating with the EU investi-
gations but declined to comment
further.

Johnston Press PLC

U.K. regional newspaper pub-
lisher Johnston Press PLC swung to
a net loss in 2008 on impairment
charges and warned that 2009 reve-
nue will be “significantly below”
last year’s levels. The full-year net
loss totaled £365.5 million ($502.5
million), compared with a net profit
of £113.6 million for 2007. Goodwill
impairment charges totaled £417.5
million in 2008. Revenue fell 12% to
£531.9 million. “Advertising mar-
kets remain very depressed with ad-
vertising revenues to date in 2009
35.9% below those for 2008,” said
Chief Executive Officer John Fry.
Chief Financial Officer Stuart Pater-
son said there will be a further reduc-
tion in headcount if advertising reve-
nue continues to decline

The Massachusetts anesthesiologist allegedly faked data in 21 studies on the use
of various painkillers, including Vioxx.

American Express Co.

American Express Co. said its
chairman and chief executive, Ken-
neth I. Chenault, earned salary,
perks and stock-based awards in
2008 valued at $36.6 million. Ac-
cording to a securities filing, Mr.
Chenault’s compensation included
stock and options valued at $34.1
million at the time of the grants in
early 2008. At the time, the credit-
card firm’s shares were trading at
around $49. AmEx fell 2% in 4 p.m.
New York Stock Exchange compos-

ite trading Wednesday after jump-
ing 14% Tuesday. Separately,
Wells Fargo & Co. said that John
Stumpf, president and CEO of the
San Francisco-based bank, got sal-
ary, perks and stock-based awards
in 2008 worth about $9 million.
The compensation included stocks
and options valued at $7.9 million
at the time of grants, which was in
early 2008.

By Jason Douglas

LONDON—GW Pharmaceuticals
PLC said Wednesday that its lead
drug Sativex, which is derived from
cannabis, successfully passed a
Phase III trial as a treatment for spas-
ticity in multiple sclerosis patients.

Sativex, which patients spray
into their mouths, was tested in 573
patients in the U.K., Spain, Italy, the
Czech Republic and Poland. After
first identifying 241 patients for
whom Sativex worked, GW then
compared these responders against
a dummy version of the drug. The
trial found that 74% of patients felt
their symptoms improve by more
than 30%, compared with only 51%
of patients on the placebo.

Success in this phase III trial

caps a long and difficult clinical jour-
ney for Sativex, which previously
failed a similar pivotal study testing
it as a treatment for neuropathic
pain in multiple sclerosis patients in
April last year. Shares in Salisbury-
based GW were up 51% in midday
trading on the news.

GW said it will submit Sativex for
regulatory approval in the U.K. be-
fore the end of the second quarter. If
approved, it will be sold in the U.K.
by Germany’s Bayer AG. The com-
pany will also seek to market Sa-
tivex in other European countries
under an agreement with Spain’s
Laboratorios Almirall SA. Justin
Gover, managing director at GW,
said Almirall is likely to file for ap-
proval in Spain by the end of the sec-
ond quarter.

By Keith J. Winstein

And David Armstrong

A prominent Massachusetts an-
esthesiologist allegedly fabricated
21 medical studies that claimed to
show benefits from painkillers like
Vioxx and Celebrex, according to the
hospital where he worked.

Baystate Medical Center, Spring-
field, Mass., said that its former chief
of acute pain, Scott S. Reuben, had
faked data used in the studies, which
were published in several anesthesiol-
ogy journals between 1996 and 2008.

The hospital has asked the medi-
cal journals to retract the 21 studies,
some of which reported favorable re-
sults from the use of painkillers like
Pfizer Inc.’s Bextra and Merck &
Co.’s Vioxx—both since with-
drawn—as well as Pfizer’s Celebrex
and Lyrica. Dr. Reuben’s research
work also claimed positive findings
for Wyeth’s antidepressant Effexor
XR as a pain killer. And he wrote to
the Food and Drug Administration,
urging the agency not to restrict the
use of many of the painkillers he
studied, citing his own data on their
safety and effectiveness.

“Dr. Reuben deeply regrets that
this happened,” said the doctor’s at-
torney, Ingrid Martin. “Dr. Reuben
cooperated fully with the peer re-

view committee. There were extenu-
ating circumstances that the com-
mittee fairly and justly considered.”
She declined to explain the extenuat-
ing circumstances. Dr. Reuben
didn’t respond to requests for com-
ment sent through Ms. Martin and
left at his former office.

The retractions, first reported in
Anesthesiology News, have caused
anesthesiologists to reconsider the
use of certain practices adopted as a
result of Dr. Reuben’s research, doc-
tors said. His work is considered im-
portant in encouraging doctors to
combine the use of painkillers like
Celebrex and Lyrica for patients un-
dergoing common procedures such
as knee and hip replacements.

Last month, the journal Anesthe-
sia & Analgesia retracted 10 of Dr. Re-
uben’s studies and posted a list of
the 11 published in other journals on
its Web site. The journal Anesthesi-
ology said it has retracted three of
Dr. Reuben’s articles.

Dr.Reubenhadbeenapaidspeaker
on behalf of Pfizer’s medicines, and it
paid for some of his research. “It is
very disappointing to learn about Dr.
Scott Reuben’s alleged actions,”
Pfizer said in a statement. “When we
decided to support Dr. Reuben’s re-
search, he worked for a credible aca-
demic medical center and appeared to
be a reputable investigator.”

Wyeth said it isn’t aware of any fi-
nancial relationship between the
company and Dr. Reuben.

An FDA spokeswoman said late
Tuesday she wasn’t aware of the
matter. Merck had no comment.

Associated Press
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Gl Bond A2 US BD LUX 03/09 USD 13.82 –2.7 –6.6 –1.4
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Tokyo shares surge 4.6%
as Citi inspires bank rally
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By Neil Shah

LONDON—The company that
runs the London Stock Exchange
will be ejected from the stock index
it helped create, in the latest sign of
how hard the financial crisis has hit
Europe’s exchanges.

London Stock Exchange Group

PLC no longer has a market value
large enough to remain in the
benchmark FTSE 100 index of the
biggest U.K.-traded companies, ac-
cording to FTSE Group, which man-
ages the index.

Britain’s 300-year-old exchange,
which entered the index only 15
months ago, will drop out as of
March 23 together with four other
companies, FTSE Group said
Wednesday.

Back in December 2007, when the
LSE joined the FTSE 100, the compa-
ny’s market value was surging as it
took over Italian rival Borsa Italiana.

Since then, the company’s share
price has dropped some 80% as trad-
ing volumes have fallen and the LSE
has faced greater competition from
trading platforms such as Chi-X Eu-
rope Ltd. and Turquoise.

The LSE says it isn’t concerned.
“We don’t think it’ll … make us

any less attractive an investment
proposition,” a spokeswoman said.

The company said last month
that it had tapped former Lehman
Brothers executive Xavier Rolet to

succeed Clara Furse as chief execu-
tive. Ms. Furse struggled for months
to persuade investors she had a plan
for the future before announcing
last year that she would resign. She
will remain CEO until Mr. Rolet takes
the reins May 20.

FTSE Group makes quarterly
changes to the FTSE 100, which the
LSE launched together with the Fi-
nancial Times in 1984. Companies
are ranked by market capitalization
and those that drop below a certain
level are automatically kicked out.
The LSE will now enter the FTSE
250 index.

Four other names are leaving the
index: sugar refiner Tate & Lyle PLC,
rail and bus operator First Group
PLC, building-supplies company
Wolseley PLC and private-equity
firm 3i Group PLC.

The five will be replaced by
miner Fresnillo PLC, platinum pro-
ducer Lonmin PLC, oil-services com-
pany Petrofac Ltd, quality-control
company Intertek Group PLC and as-
set management firm Foreign & Co-
lonial Investment Trust.
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Japanese shares jumped 4.6%
Wednesday, snapping a three-session
losing streak, after an overnight rally
in Citigroup set the stage for gains in
financial stocks around the region.

The Nikkei Stock Average of 225
companies ended the day at 7376.12.

The rise was broad-
based, with Sony
jumping 4.5% and
Toshiba gaining
9.5% as investors

overlooked negative news, includ-
ing a downgrade of Toshiba’s long-
term issuer default ratings by Fitch
Ratings. Fitch also cut the ratings of
a host of other technology compa-
nies in the Asian-Pacific region.

Toshiba’s gains came after a re-
port that the company was likely
to post a group operating profit of
about 100 billion yen ($1.01 bil-
lion) for the year ending March
2010, rebounding from the 280 bil-
lion yen operating loss expected
this fiscal year.

Among financial shares, Mizuho
Financial Group climbed 5.4% and
Mitsubishi UFJ Financial Group
rose 5.3%.

Around the region, the Korea
Composite Stock Price Index, or Ko-
spi, added 3.2% to 1127.51, marking
its third consecutive gain and its
highest close since Feb. 16.

The move was aided by a fall in
the U.S. dollar against the won on
hopes that would make repayment
of dollar-denominated debt easier.
Posco gained 4.3%, Korean Air ad-
vanced 1.8% and Hyundai Heavy In-
dustries jumped 3.8%.

Hong Kong’s Hang Seng index ad-
vanced 2% to 11930.66, Australia’s
S&P/ASX 200 rose 1.9% to 3244.40,
and Singapore’s Straits Times
gained 1.3% to 1505.51.

In Hong Kong, HSBC extended a
recovery from its recent slide,
which came on news of a planned
rights offer. Shares of the banking gi-
ant ended up 2.3%.

Elsewhere in the financial sector,
Australia & New Zealand Banking
Group added 3.2% in Sydney and KB
Financial Group spiked 7.3% in
Seoul. In Singapore, DBS Group
Holdings added 2.2% and United
Overseas Bank gained 1.7%.

India’s Bombay Stock Exchange
was closed for a holiday.

China banks outdo rivals
Four big lenders’ net
for ’08 likely to rise,
beating Western peers

LSE’s parent loses FTSE 100 spot

Smarter Shuffle
The newest iPod model is
music to Walter S.
Mossberg’s ears > Page 29

FUND SCORECARD

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

China’s four big banks are ex-
pected to report profit increases for
2008, outshining their Western peers
despite falling interest margins and
increased provisioning in the fourth
quarter.

But difficulties posed by the wors-
ening economic environment will
weigh on the banks’ results in the
first quarter and the rest of this year,
analysts say, though increased lend-
ing activity could limit the downside.

“Net interest margin and asset
quality are the key drivers for banks,”
said She Minhua, a Shanghai-based
analyst at China Securities Co.
“Though we haven’t seen a distinct de-
terioration in the quality of banks’ as-
sets, their net interest margins have
been narrowing after they peaked in
the second quarter.”

Beijing, in its push to jump-start
China’s economy, has encouraged
banks to boost lending. In January,
banks made 1.6 trillion yuan
($233.9 billion) in new loans, and
data due this week are expected to
show another strong rise in lend-

ing in February.
Net interest margins of Chinese

banks will likely fall by as much as half
a percentage point this year, after the
central bank cut rates in order to sup-
port the economy, analysts say.

Another factor overhanging Chi-
nese banks is the potential for an in-
crease in bad loans if the economy
deteriorates. China’s banking regula-

tor has indirectly acknowledged that
risk. It ordered banks to set aside pro-
visions equivalent to at least 130% of
loans that are likely to turn sour.

Industrial & Commercial Bank of
China Ltd., the largest Chinese
lender by assets, is expected later
this month to report a 35% rise in net
profit for 2008, according to the av-
erage forecast of five analysts sur-
veyed by Dow Jones Newswires.
ICBC is less vulnerable to an interest-
margin squeeze because of its rela-
tively lower loan-to-deposit ratio,
but concerns that the bank’s strate-
gic investors could sell some or all of
their stakes are putting pressure on
its stock.

Analysts surveyed expect full-
year net profit at China Construction
Bank Corp., the second-largest Chi-
nese bank, to rise 45%. The bank,
which has focused on providing long-
term funding for infrastructure, will
benefit from China’s four-trillion-
yuan stimulus package.

Bank of China Ltd. is expected to
post a 25% increase in 2008 net
profit, but a worse-than-expected de-
terioration in the global mortgage
markets will hurt the bank.

The smallest of the four, Bank of
Communications Co., is expected to
report a 41% rise in full-year net
profit. —Rose Yu

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.

0 40 80 120

Source: Dow Jones Newswires

Brighter expectation
Forecast of 2008 net profit 
according to a poll by Dow Jones 
Newswires, in billions of yuan

Industrial &
Commercial

Bank of China

China
Construction

Bank

Bank
of China

Bank of
Communications

2007
actual
2008
forecast

ASIAN-PACIFIC
STOCKS

24 THURSDAY, MARCH 12, 2009 T H E WA L L ST R E ET JO U R NA L .



Planning for the next blaze even before this one is put out
By David Wessel

When firefighters are still strug-
gling to extinguish the blaze, talk-
ing about fire prevention seems pre-
mature. The worst financial crisis
since the Depression isn’t over, yet
it’s time to put the best brains to
work at reconstructing the financial
regulatory structure so we don’t go
through this again.

Trying to wait until the fire is out
will yield one of two bad outcomes:

a simple-minded,
myopic rush to reg-
ulation that will

make the financial system no safer
and the world economy worse off, or
talk about “reform” that fades into
inaction. Beginning the renovation
of regulation will help speed the end
of this painful episode. As Barney
Frank, chairman of the U.S. House Fi-
nancial Services Committee, puts it:
“People…aren’t going to go back
into the water until we tell them
we’ve killed most of the sharks.”

Preventing all future crises is not

the goal. The goal is to prevent mis-
haps from burning down the world
economy. Here are three of the
threshold questions that need pon-
dering:

Who shall be saved, and who
shall be allowed to die?

The policy of the U.S. govern-
ment is that no large, intercon-
nected financial firm can be allowed
to fail because such failures
threaten the broader economy.

The government must draw a cir-
cle to identify which firms or kinds
of firms will be saved. No more sleep-
deprived government officials mak-
ing case-by-case decisions on Sun-
day nights. What about big hedge
funds? Private-equity houses? Huge
pension funds? The circle can’t be
drawn in indelible ink. Institutions
and markets keep evolving. And
firms inside the circle must pay for
taxpayer-provided protection in
fees (akin to the premium for de-
posit insurance that banks pay) or
through rules that force them to
hold more capital, borrow less

readily or keep more cash on hand
for emergencies (which means
lower profits). Otherwise, investors
will make risky loans to these out-
fits, knowing the taxpayers will bail
them out. But make the charge for
being “systemically important” too
onerous, and big bucks and smart
people will move just to the outside
of the circle.

How paternalistic should regula-
tion be, and who should be the par-
ent?

The problem wasn’t only that the
U.S. wasn’t tough enough on Citi-
group or that the U.K. mishandled
mortgage lender Northern Rock.
“The far bigger failure—shared by
bankers, regulators, central banks,
finance ministers and academics
across the world—was the failure to
identify that the whole system was
fraught with market-wide risk,” the
head of Britain’s Financial Services
Authority, Adair Turner, said earlier
this year. “We failed to put together
the jigsaw puzzle.” So there’s an
emerging consensus that every

country needs an overarching guard-
ian of financial stability.

But anointing a financial-stability
guardian is like sending a lone chap-
erone on a camping trip with a bus-
load of teenagers: Technically some-
one has supervision but likely won’t
prevent hanky-panky. The danger is
that all we do is identify an agency to
take the blame when the next crisis
arrives. Hence the reluctance of
some inside the Federal Reserve, the
leading candidate for this role in the
U.S., to take the job, a reluctance
matched only by the Fed’s conviction
that only it can possibly do the job.

Nonetheless, we’re going to get a
guardian, and that’s better than the
status quo. The question is whether
to give the guardian enough clout to,
say, impose rules on borrowing when
everyone is getting too giddy or to
ban particularly risky strains of loans.

Can we install air bags in the fi-
nancial system that deploy automat-
ically?

Today’s mess reflects the failure

of every check on the system. But
just as maddening are rules that en-
couraged and sometimes forced
banks to do things that are hurting
the rest of us now. That’s dumb.

A bank that wanted to set aside
extra reserves in good times, for in-
stance, was blocked by accountants
who deemed that to be improper
“earnings smoothing.” So it’s time
to choose between accounting rules
that aspire to a Platonic ideal of
truth and rules that foster stable
markets and a better economy. The
rules that govern the size of banks’
capital cushions prompt them to
raise capital at unpropitious mo-
ments like today after they’ve taken
big losses instead of prodding them
to build bigger cushions in good
times. That shows the wisdom of
proposals to create a new kind of
bank debt that automatically con-
verts to equity capital.

Getting all this right is crucial.
As the reaction to the Depression
proves, the changes will be far-
reaching and long-lasting.

By Phil Izzo

U.S. President Barack Obama and
Treasury Secretary Timothy Geith-
ner are failing in their efforts to re-
vive the economy, according to par-
ticipants in the latest Wall Street
Journal forecasting survey.

Their assessment stands in con-
trast with Mr. Obama’s popularity
with the public, with a recent Wall
Street Journal/NBC News poll giv-
ing him a 60% approval rating. But a
majority of the 49 economists
polled is dissatisfied with the admin-
istration’s economic policies.

On average, they gave the presi-
dent a mark of 59 out of 100, and al-
though there was a broad range of
marks, 42% of respondents graded
Mr. Obama below 60. Mr. Geithner
fared even worse, with an average
grade of 51. Federal Reserve Chair-
man Ben Bernanke scored better,
with an average 71.

“The Obama team has blown it,”
said David Resler of Nomura Securi-
ties.

Some economists were not im-
pressed by the $787 billion stimulus
package, with 43% saying the U.S.
will need another stimulus package
on the order of nearly $500 billion.
Others were skeptical of the need
for stimulus. “The package already
passed was too much, too late,” said
Dana Johnson of Comerica Bank.

However, economists’ main com-
plaint centers on the lack of clarity
in the administration’s plan for the
banking sector. “The most impor-
tant issue in the short run is the fi-
nancial rescue,” said Stephen Stan-
ley of RBS Greenwich Capital. “They
overpromised and underdelivered.
Secretary Geithner scheduled a big
speech and came out with just a
vague blueprint. The uncertainty is
hanging over everyone’s head.”

Mr. Geithner unveiled the Obama
administration’s plans Feb. 10, but
he offered few details, and stocks
sank on the news. The Dow Jones In-
dustrial Average is down almost
20% since the announcement. In the
ensuing weeks, the Treasury secre-
tary has appeared before Congress

and offered more specifics but has
said specific action is still weeks
away.

Treasury has begun stress-test-
ing banks in an effort to determine
which institutions will need addi-
tional capital from the government,
but the results won’t be known for a
few weeks. Meanwhile, a key part of
the plan—a public-private partner-
ship to take toxic assets off bank bal-
ance sheets—remains in the plan-
ning stages.

Mr. Geithner spoke to reporters
Wednesday and said “now is the
time for action” on a deepening glo-
bal recession. He called for more
stimulus around the globe and
“forceful financial-sector actions”
but didn’t get into specifics. He and
other finance ministers from the

Group of 20 leading nations will
meet this weekend near London.
(Please see article on page 3.)

The negative response from the
economists marks a turnaround in
opinion. In December, three-quar-
ters of respondents said the incom-
ing administration’s economic team
was better than the departing Bush
team. However, Mr. Geithner’s
marks are lower than the average
grade of 57 that former Treasury
Secretary Henry Paulson received in
January.

Mr. Geithner, who is relying on a
skeleton crew of advisers in the
Treasury Department as the admin-
istration struggles to make key ap-
pointments to his staff, is finding
the same problems as his predeces-
sor in dealing with the complexities

of a bailout plan. Richard DeKaser of
Woodley Park Research, who gave
high marks to Messrs. Obama and
Geithner, admits disappointment in
the delay in action but appreciates
the magnitude of the task. “I don’t
know what’s holding it up,” he said.
“But I’m assuming it’s not just be-
cause they’re hitting the golf
course.”

Markets initially cheered the ap-
pointment of Mr. Geithner, who as
president of the New York Fed had
been on the front lines of the crisis
since it erupted. However, in the en-
suing weeks, Mr. Geithner has had to
deal with tax troubles and criticism
from those opposed to any bailouts
as well as those who think the gov-
ernment needs to be doing more.

A worsening recession weighed

on economists’ minds, as they
pushed off forecasts for a recovery
yet again. On average, they expect
the downturn to end in October.
Last month, they said the bottom
would arrive in August. They esti-
mate that gross domestic product
will continue to contract in the first
half of this year, with slow growth re-
turning in the third quarter. Mean-
while, the economists surveyed this
month estimate that the economy
will shed another 2.8 million jobs
over the next 12 months as the unem-
ployment rate climbs to 9.3% by De-
cember, up from the 8.1% rate re-
corded in February. Economists also
put nearly a one-in-six chance that
the U.S. will fall into a depression, de-
fined as a decline in per-person GDP
or consumption by 10% or more.

“We just keep moving the date
[when the recession will end] out,
hoping at some point in time we will
be able to move the date back in,”
said Diane Swonk of Mesirow Finan-
cial.

The economists didn’t single out
the U.S. for criticism, though, as 70%
of participants said the response of
governments around the world to
the global recession has been inade-
quate. “The Europeans or Japanese
don’t seem to be doing near enough
to kick-start their economies,” said
Nariman Behravesh of IHS Global In-
sight. “It could be we’ve done all the
right things, but the rest of the
world goes down the tubes.”

Despite the growing criticism
elsewhere, the respondents were
broadly supportive of the Fed. More
than 85% of the economists agreed
that the central bank’s proliferating
lending programs are well designed,
well executed and helping the econ-
omy. And while grades for Mr. Ber-
nanke remain off their 2007 highs,
the average has stabilized after fall-
ing as low as 69 in the November sur-
vey.

Amid all the gloom, there is a
bright spot: Four-fifths of the econo-
mists said now is a good time to buy
equities, especially if the investor
has a long-term view.

U.S. gets low grades in economist survey
Negative feelings toward Obama, Geithner contrast with White House’s popularity and mark turnaround in opinion
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U.S. President Barack Obama, foreground, and Treasury Secretary Timothy Geithner got low marks from economics for their
handling of the economy.
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BNP lays off high-yield chiefs

www.efinancialnews.com

By Toby Lewis

Private-equity firms have dramat-
ically scaled back the size of so-called
bolt-on acquisitions, despite expecta-
tions that they would use the buy-
and-build strategy to create value.

Before the credit crunch, it was
easy for private-equity firms to cre-
ate returns through leveraged buy-
outs. With financing hard to come
by, it had been assumed that they
would create returns through the
other main strategy from the private-
equity playbook: buying a company
and then combining it with others.

Larger buyout firms have imple-
mented buy-and-builds to create
multibillion-dollar companies with
high revenues. Notable buy-and-
builds include Gondola Group Ltd.,
which combined U.K. pizza chains
ASK, Pizza Express and Zizzi, and
Merlin Entertainments Group Ltd.,
which owns a number of leisure as-
sets including London tourist attrac-
tions the London Eye and Madame
Tussauds as well as theme park Le-
goland. These portfolio companies
and many others have gone through
various private-equity firms’ hands,
being bulked up in the process.

Just as a standard leveraged buy-
out partly creates returns through fi-
nancial engineering, a bolt-on acqui-
sition looks to create returns by cre-
ating operational efficiencies in the
combined companies. Firms using
the strategy also aim to capture the
higher valuations that tend to ac-
crue to larger groups because of
their market dominance.

But it seems European private-
equity firms are actually holding
back on bolt-on acquisitions. The av-
erage size of European buyout firm
bolt-on acquisitions decreased by
78% last year from £49.3 million
($67.8 million) to £10.8 million, ac-
cording to data from data provider
Mergermarket and U.K. buyout firm
Silverfleet Capital. Overall, the aver-
age European buyout size fell 43%
from £110 million to £63 million.

Deals are still getting done, even
if they are getting smaller. The vol-
ume of bolt-on deals was relatively
robust in 2008, with 362 bolt-on
deals worth £3.9 billion last year
compared with 465 deals worth
£22.9 billion in 2007.

A September poll of the private-
equity industry by accountant BDO
Stoy Hayward showed almost all
firms said at least one in four compa-

nies they owned was likely to buy a
smaller bolt-on business before its
sale.

Most expected bolt-ons for at
least half their portfolio companies.
But the fall in the size of the bolt-on
deals has accelerated in 2009, partic-
ipants say. Since the financial crisis
worsened in September following
the collapse of Lehman Brothers,
bolt-ons have become even more dif-
ficult to put together because of pre-
vailing uncertainty.

According to Neil MacDougall,
Silverfleet’s managing partner,
firms are holding off acquisitions be-
cause uncertainty prevails about
the health of the industries the com-
panies are in.

“Most people are waiting to see
how trading bears up in the current
market before they push the boat
out with acquisitions,” said Mr. Mac-
Dougall.

James Stewart, who is responsi-
ble for direct origination at ECI Part-
ners, explained bolt-on transactions
are more complicated than simple
buyouts because there are a number
of additional variables and so are
generally affected when credit-mar-
ket liquidity decreases.

“The more variables you add to
transactions, the less likely they are
to occur,” said Mr. Stewart.

Despite this, analysts don’t expect
bolt-on deals to disappear. “Even in
the depths of the current downturn
there were [bolt-ons] in the fourth
quarter, and the level [of bolt-ons]
will probably still drop in the first
quarter of 2009—but it won’t go to
zero,” said Mr. MacDougall.

Mr. Stewart said banks were more
willing to finance deals in the middle
of the market, where the original ac-

quisition would be about £75 million,
and further acquisitions would typi-
cally be affordable sums in cash-con-
strained markets of £1 million to £10
million. “This gives a degree of com-
fort to the bank that the overall build
opportunity is achievable,” he said.

Notable deals that have bucked
the squeeze on bolt-ons include Au-
gust Equity LLP-owned nursing
group Enara Group, which acquired
10 companies in the four months
leading up to March.

Bolt-on deals shrinking
Blame the markets:
private-equity firms
shun ‘buy and build’

Jobless executives expect
hunt to last many months
By Matt Turner

Senior executives who have lost
their jobs during the economic
downturn believe it will take at least
four months to find new employ-
ment, according to a survey, with al-
most half considering a return to ac-
ademia as they sit out the recession.

Recruitment consultant
Korn/Ferry International polled al-
most 1,000 unemployed executives
across countries and industries, in-
cluding the financial sector.

It found that 83% of respondents
predicted a new job was more than
four months away. Almost 43% be-
lieved it would take seven months or
longer.

“In the executive ranks, lengthy
job searches are not confined to
poor economies,” said Iain Manson,
joint managing director of
Korn/Ferry in London. “It takes time
to find the right cultural and func-
tional fit for each position and each
candidate.”

Many unemployed executives
are looking to academia to keep
themselves occupied, with 43% say-
ing they had either considered or al-
ready are going back to study.

About a quarter of respondents
said they were considering getting
an M.B.A., while a similar percent-

age said they were spending their
time focusing on professional devel-
opment.

When asked what they missed
most about working, almost three-
quarters of respondents said they
missed the intellectual challenges of
the workplace. Just over one in five
said they missed their colleagues
the most, while just 1% said they
missed an expense account, com-
pany cars and free lunches.

Just over a quarter of those who
replied said they had been unem-
ployed for less than a month, while
18% said they had been searching
for more than seven months.

The survey arrives as the finan-
cial-services sector continues to an-
nounce job cuts. Since the beginning
of February, Royal Bank of Scotland
Group PLC’s Coutts & Co. private-
banking arm, fund manager Putnam
Investments and hedge-fund man-
ager Fortress Investment Group
LLC have announced job cuts.

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

By Duncan Kerr

The global and European heads
of high-yield capital markets at BNP
Paribas SA have left as part of a
round of staff cuts the French bank
has made to the business in London
and New York.

John Ong, co-head of loan and
high-yield capital markets in New
York, and Youssef Khlat, head of Eu-
ropean high-yield capital markets
and deputy head of leveraged fi-
nance in London, left the bank about
two weeks ago.

The bank is cutting back in high-
yield capital markets as part of its
plan to reduce staff headcount in its
corporate and investment banking
division by about 5%. Most of the
members of the team beneath
Messrs. Ong and Khlat also were
cut. BNP Paribas confirmed both de-
partures.

The high-yield and leveraged fi-
nance markets have been severely
impaired by the credit crisis. Mr.
Khlat was unavailable for comment.
Mr. Ong couldn’t be reached for com-
ment.
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Financial News/Dow Jones Events are putting together a one-day event to discuss the
way pension schemes are governed in the UK, and whether it can be improved.

Is the existing trustee model no longer “fit for purpose”? Do schemes need
better risk management to safeguard members’ benefits, and better oversight
of banks and asset managers who run their money? Has the investment
consultant community been doing a good enough job? And what implications
does an insurance buyout, partial or full, have for scheme governance?

Issues to be discussed include:
 Implemented consulting: can consultants up their game?
 Fiduciary management: can lessons be learned from the Continent?
 Annuity buyouts: pricing, market capacity and trust
 The regulatory backdrop: should risk-taking be punished?

Confirmed speakers:
 Martin Clarke, Director of Financial Risk, Pension Protection Fund
 Mark Hyde-Harrison, Chief Executive, Barclays UK Retirement Fund
 Andrew Kirton, Global Head of Investment Consulting,
Mercer Investment Consulting Inc

 Paul Trickett, European Head of Investment Consulting,Watson Wyatt
 Andrew Waring, Chief Executive, Merchant Navy Officers’ Pension Fund

This FREE event is exclusively for senior executives from Pension Funds, it is a unique
opportunity for all the senior industry representatives to meet and debate the best solutions for

the current challenges facing pension funds in UK.

For more information, registrations and media partnership:
Contact Cordelia Ekeocha on 020 7309 7705 or email cekeocha@efinancialnews.com

Sponsorship and speaking opportunities:
Contact Ifeoma Bosah on 020 7426 3346 or email ibosah@efinancialnews.com

www.efinancialnewsevents.com/conference/pension09
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