
Breaking news at europe.WSJ.com

E U R O P E  E U R O P E  

Editorial&Opinion

BACKGROUND CHECK: With protesters behind him, CEO Edward Liddy waits to testify before a U.S. House subcommittee. Page 32.

The Fed
commits
to buying
Treasurys

By Alistair MacDonald

And Marcus Walker

Policy makers in the U.K.
and Germany set out plans to
place a much heavier regula-
tory burden on banks and
other financial institutions
in a sign of how rules through-
out Europe are likely to
change in the wake of the fi-
nancial crisis.

In the U.K., Lord Adair
Turner, chairman of the coun-
try’s financial watchdog, laid
out recommendations for
what he called a “profound”
overhaul of banking supervi-
sion that, if adopted, will

mark the end of more than a
decade of light regulation in
one of the world’s financial
centers. At the same time,
Germany’s finance ministry
said it had drafted a bill that
would give the country’s fi-
nancial supervisor, Bafin,
much greater power to con-
trol banks in Europe’s largest
economy.

The changes in the U.K.,
said Lord Turner, will “inevi-
tably impose some costs,”
but “the economy will be
served better as a result.”

If the new rules go into ef-
fect, banks in both countries
will need to set aside more

capital during boom times to
help them survive busts,
while dealing with a more in-
terventionist regulator prob-
ing everything from their
books to the capability of
their staffs. In the U.K., the Fi-
nancial Services Authority
also wants to extend supervi-
sion to all institutions that
act like banks, including
large hedge funds. For inves-
tors, the changes will mean
less profitable but safer
banks, the FSA said.

The moves come amid reg-
ulatory changes world-wide,
with countries from the U.S.
to Switzerland trying to re-

tool supervisors found want-
ing during the credit crisis.
At a meeting in London on
April 2, leaders of the Group
of 20 leading economies
hope to coordinate what has
so far been a patchwork of na-
tional plans into some form
of international institutions
and rules that will address
the global nature of modern-
day finance.

In the U.K., the FSA’s pro-
posals would represent a big
shift from the light-touch
style that helped to build Lon-
don into Europe’s premier fi-
nancial hub but left Britain’s
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Europe’s bank crackdown
U.K., Germany call for tougher capital rules and stronger regulation
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DJIA 7486.58 +1.23
Nasdaq 1491.22 +1.99
DJ Stoxx 600 170.76 -0.75
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CAC 40 2760.34 -0.25
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EU leaders aim to hammer
out an agreement on a long-
debated energy-focused stim-
ulus package during a sum-
mit in Brussels that begins
on Thursday. Page 2

n British jobless claims
soared in February, pressur-
ing the government to inten-
sify efforts to tackle the
deepening recession. Page 2

n U.S. consumer prices rose
for a second straight month,
raising the odds that the na-
tion will avoid a protracted de-
flationary spiral. Page 9

n The World Bank cut its
forecast for China’s growth
to 6.5% for 2009, below
Beijing’s 8% target. Page 9

n U.S. stocks jumped follow-
ing the Federal Reserve’s an-
nouncement of plans to buy
government debt. European
shares fell. Page 18

n GE Capital’s chief is ex-
pected to give investors de-
tails about the finance unit’s
$600 billion in assets and
how badly they will be hurt
by the recession. Page 3

n A judge rejected Bank of
America’s bid to keep details
confidential about individuals
who received bonuses at
Merrill Lynch. Page 31

n Fannie Mae and Freddie
Mac are due to pay retention
bonuses to some executives
despite enormous losses at
the government-backed mort-
gage companies. Page 20

n China rejected a $2.4 bil-
lion bid by Coca-Cola for one
of the country’s largest juice
makers, citing antitrust
grounds. Page 4

n Madoff’s ex-accountant
was arrested and charged
with falsely certifying that
he had audited Madoff finan-
cial statements. Page 17

n An Austrian on trial for
imprisoning his daughter and
fathering her seven children
pleaded guilty Wednesday to
all charges against him.

n Sony Electronics and Goo-
gle plan a partnership to bat-
tle Amazon.com in the digi-
tal-books market. Page 30

n Madagascar’s new leader
canceled a deal for South Ko-
rea’s Daewoo Logistics to
lease over one million hect-
ares to grow food crops.

n UniCredit net profit fell
less than expected, and the
lender will seek $5.21 billion
in government aid. Page 17

International Business
Machines Corp. is in talks to
buy Sun Microsystems Inc.,
people familiar with the mat-
ter said, a combination that
would bolster IBM’s heft on
the Internet, in software and
in finance and telecommunica-
tions markets.

The two companies have a
common interest in that both
make computer systems for
corporate customers that
aren’t reliant on Microsoft
Corp.’s Windows software,
and their product lines are
less dependent than rivals’ on
Intel Corp.’s microprocessor
technologies. The two compa-

nies are also strong support-
ers of open-source Linux and
Java software.

Peoplefamiliarwiththemat-
ter cautioned that, while talks
are under way, a transaction
might not occur and that the
talkscouldfallapart.IanColley,
a spokesman for IBM, declined
tocommentonquestionsabout
any talks with Sun. A spokes-
man for Sun didn’t return calls
requesting comment.

If the deal does go
through, IBM is likely to pay
at least $6.5 billion in cash to
acquire Sun, the people said.
Including $1.4 billion in cash
on Sun’s balance sheet, the to-
tal deal value would be about
$8 billion, or about $10 to $11
a share. That would translate
into a premium of more than
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AIG bows to pressure on controversial bonuses

By Jon Hilsenrath

And Brian Blackstone

The Federal Reserve
ramped up its efforts to resus-
citate the sagging U.S. econ-
omy, saying it would purchase
up to $300 billion of long-term
Treasury securities in the next
few months and hundreds of
billions of dollars more in
mortgage-backed securities.

By buying long-term gov-
ernment bonds and mortgage-
backed securities, officials
hope to push up their prices
and bring down their yields,
and thereby energize the econ-
omy. Interest rates on many
corporate bonds and con-
sumer loans are benchmarked
to U.S. Treasury debt.

The move was a bold state-
ment of force from the central
bank, which during months of
internal debate on the issue
had been hesitant to begin
buying long-term govern-
ment bonds as the Bank of
England recently began to do.

The Fed action under-
scores the central bank’s abil-
ity to move aggressively to
combat the financial crisis
without any action by Con-
gress, an important attribute
at a time when Washington
has been paralyzed by a politi-
cal firestorm over bonuses
made to employees of Ameri-
can International Group Inc.

Prices on U.S. Treasury
bonds soared on the news and
yields fell sharply. Yields on
10-year Treasury notes

Please turn to page 3

Sarko, the tax cutter
The last supply sider
standing may be French.
Review & Outlook. Page 11

News in Depth: Iran’s cheap goods stifle Iraq’s economy
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By Matthew Karnitschnig,
William M. Bulkeley and
Justin Scheck

IBM in talks to buy

Sun to add Web heft

Inside
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Adair Turner, chairman
of the U.K.’s Financial Ser-
vices Authority, is a serial
compiler of well-con-
structed, tightly argued re-
ports to the U.K. govern-
ment. Will his latest, on the
future of financial regula-
tion, see the light of day?
Or will it be watered down
by market realities?

Mr. Turner maintains his
proposals would have pre-
vented the current crisis.
Elected politicians will
worry that they also would
have prevented the boom—
and will quash the boom
they are trying to unleash.

Much of the report rests
on a single, dubious proposi-
tion: that any big increase in
the cost of bank capital from
tougher regulation will be off-
set by the lower risks of a
safer system. That flies in
the face of empirical evi-
dence. If the bubble can be
attributed to a single cause,
it was the global mispricing
of risk in the banking system.

No other industry could
have run up leverage of 50
times equity without an in-
crease in funding costs. De-
positors and providers of
wholesale finance assumed—
correctly, as events have

shown—an implicit guaran-
tee from governments. Mr.
Turner doesn’t want to re-
move this government guar-
antee or charge banks for it.
Instead, he advocates
strengthening it for deposi-
tors, while protecting taxpay-
ers with more regulation.

It is inconceivable that in
Mr. Turner’s brave new
world, banks’ cost of capital
will be as low as it was. In
reality, it will be significantly
higher and returns on capital
will be significantly lower.

Important sources of
wholesale funding, such as
the securitization markets,
are likely to be regulated
into shadows of their former
selves. Access to them likely
will be subject to strict li-
quidity rules, forcing banks
to compete much harder for
deposits. All those regula-
tory abritrages that allowed
banks to juice up their re-
turns during the boom, such
as the use of off-balance
sheet vehicles and keeping
hold-to-maturity assets on

their trading books because
capital charges were lower,
will be abolished.

Mr. Turner’s proposals
may be sensible, and few
are new. But the risk is they
leave banks struggling to
cover their cost of capital,
making it tough to attract
new capital into the system.
Sure, banks can boost re-
turns by increasing the cost
of credit and charging more
for basic services such as
current accounts, but that
won’t be politically palat-
able to a government that
has set much store by the
democratization of credit.

Mr. Turner’s report of-
fers a counsel for regulatory
perfection. Had it been writ-
ten in 1909, before a cen-
tury of government bailouts
encouraged the build-up of
excessive leverage in every
corner of the global finan-
cial system, it would make a
fine blueprint for a rational
world. But in 2009, with the
world in the grip of the
most violent deleveraging,
it offers only the prospect
of pain for years to come. It
would be surprising if world
leaders, while accepting the
report’s logic, didn’t decide
that perfection can wait.
 —Simon Nixon

UniCredit won’t wreck

AIG asks for some bonuses back
Obama seeks power
to claw back rewards;
Liddy defends them

Shares in Italian banking
giant UniCredit halved this
year as investors became in-
creasingly worried about its
exposure to Central and East-
ern Europe. But a reassur-
ingly resilient set of 2008 re-
sults suggest these fears
may have been overdone.

Despite market turmoil,
Unicredit posted full-year
earnings of Œ4 billion ($5.21
billion) on a solid perform-
ance from its commercial-
banking unit and a strong
performance from its CEE
activities, particularly in the
first nine months of the
year. Costs were cut, head-
count reduced and expan-
sion plans in CEE halted.
Net write-downs of Œ1.3 bil-
lion were also less than the
market was expecting.

True, 2008 is a poor
guide to what lies ahead,
with loan losses sure to
soar in 2009 as the reces-
sion bites. Profits also were
flattered by last year’s deci-
sion to reclassify almost the
entire structured-credit
portfolio, as allowed under
an accounting rule change.
Without that, there would
have been another Œ2 bil-
lion of losses.

Leverage still looks high.
Following last year’s rights

issue, UniCredit’s core Tier 1
ratio stands at 6.5%, low com-
pared with those of other
lenders following recent capi-
tal raisings. It should rise to
around 7.2%, assuming Uni-
Credit raises a further Œ4 bil-
lion from the Italian and Aus-
trian governments. But this
extra capital will take the
form of hybrid bonds rather
than true equity.

That said, UniCredit
should be able to generate
capital internally in 2009,
even if the European econ-
omy continues to deterio-
rate. Healthy margins pro-
vide a substantial buffer.
Based on second half-operat-
ing profit, UniCredit has the
capacity to absorb up to six
percentage points of losses
on its CEE loan book, com-
pared to fourth quarter
losses of 1.13 percentage
point. Substantial buffers
also exist in the core Ger-
man and Italian markets.

UniCredit hasn’t escaped
the storm yet, reflected in
its refusal to offer earnings
guidance for 2009. But the
shares are trading on just
0.3 times book value, reflect-
ing the risk of a shipwreck
that UniCredit looks increas-
ingly likely to avoid.
 —Simon Nixon

WASHINGTON—American Inter-
national Group Inc., bowing to pub-
lic outcry and harsh criticism from
U.S. officials, has asked some of its
employees to give back at least half
of the controversial bonuses
handed out in recent days.

AIG Chief Executive Edward
Liddy, appearing before a U.S. House
subcommittee, said the company has
asked employees at its financial-
products division who received more
than $100,000 to “step up” and re-
turn at least half the payments. The
bonuses, paid to employees in the
unit whose activities triggered the
company’s near-collapse and $170 bil-
lion government bailout, have ig-
nited a national furor. Lawmakers
and the Obama administration are
considering whether much or all of
the money could be reclaimed.

Meanwhile, President Barack
Obama said he will seek legal author-
ity over the financial system that
will give the federal government
power to step into contract issues.

Mr. Obama said he spoke Wednes-
day with House Financial Services
Committee Chairman Barney Frank
about granting the president “reso-
lution authority” similar to the
power the Federal Deposit Insur-
ance Corp. has over the thrifts it reg-
ulates. That would allow his adminis-

tration to potentially abrogate con-
tracts that it can show don’t serve
the good of newly regulated entities
like AIG.

Mr. Obama, speaking to report-
ers, acknowledged that the furor
around the AIG bonuses had con-
sumed Washington, “and rightfully
so because they represent what we
all consider an inappropriate use of
taxpayer funds.”

But he urged Americans to look
beyond the bonuses, and to consider
broader issues of reregulating the fi-
nancial system to prevent the kinds
of institutional collapses that have
dragged the entire economy down.

“We’ve got to have tools that un-
der our legal authority we can do
something about this,” he said.

Anger over the AIG bonuses re-
mained high, however. New York
state Attorney General Andrew
Cuomo called the request to volun-
tarily return some of the money “too
little too late,” adding that it will
cover only about 298 of the 418 who
received the payments.

Even so, Mr. Liddy warned that
the request could backfire if the em-
ployees who received the retention
bonuses decide to resign from the
firm. “They will return it, but they
will return it with their resigna-
tions,” Mr. Liddy said.

Noting that the unit still has a
$1.6 trillion portfolio, Mr. Liddy ar-
gued that keeping these employees
as they wind down its operations is
important because “I am trying to
prevent an uncontrolled collapse of
that business. This is the only way to
improve AIG’s ability to pay taxpay-
ers back ... and the only way to avoid
a systemic shock to the economy.”

Amid tense exchanges with law-
makers at the hearing, Mr. Liddy ac-

knowledged that the public’s “pa-
tience is especially thin” and said
AIG is working to repay taxpayers
“to the maximum extent possible.”
Mr. Liddy took over AIG as part of
the government’s rescue of the firm
in September.

He said that he found some of the
bonus payments “distasteful,” but
that the “cold realities of competi-
tion” for customers and employees
along with legal obligations played
a role in the firm’s decision to make
the payments.

Mr. Liddy also said employees
have received threats, and argued
that for their safety, the names of
those receiving the bonuses
shouldn’t be made public.

“I want to protect the well-being
of employees,” Mr. Liddy said.

Mr. Cuomo has issued a sub-
poena to AIG seeking the names of
the executives who received the bo-
nus payments, and Rep. Frank has
threatened to do likewise.

Describing the financial-products
division, Mr. Liddy called it an “inter-
nal hedge fund” that exposed the com-
pany to extreme market risk. The re-
sult, he said, was that “mistakes were
made at AIG on a scale few could have
ever imagined possible.”

Some lawmakers said Mr. Liddy
should not be the target of all the
criticism. Rep. Spencer Bachus (R.,

Ala.), the top Republican on the
House Financial Services Commit-
tee, said little could be done by the
government except to allow AIG’s
new management to repair prob-
lems at the company and to recover
as much taxpayer funds from the
company as possible.

Among those receiving blame for
AIG’s problems was the Office of
Thrift Supervision, which shared
partial oversight over the insurer af-
ter the company received a savings-
and-loan charter. Acting Director
Scott Polakoff said the OTS missed
an opportunity to head off problems
at AIG’s financial-products division
because it did not expect the hous-
ing market to so badly deteriorate.

“OTS should have in 2004
stopped this book of business with
an understanding, with an anticipa-
tion, with an analysis, that the real-
estate market might have gotten as
bad as it’s gotten,” Mr. Polakoff told
the subcommittee.

Lawmakers have vowed to draft
a raft of legislation targeting AIG
and its executive compensation.
The House Judiciary Committee on
Wednesday approved a bill that
would grant the U.S. Justice Depart-
ment the right to claw back the bo-
nuses. The bill, like other efforts un-
derway, would apply to all financial
firms that have received recent tax-
payer assistance. Congress is also
weighing legislation aimed at using
the tax code to penalize executives
at the firm.

And U.S. Attorney General Eric
Holder Jr. said Wednesday that the
Justice Department is trying to de-
termine what legal powers the Trea-
sury Department may have to re-
coup bonus money paid to AIG em-
ployees.

Turner’s perfect world can wait

Some lawmakers
said Mr. Liddy should
not be the target of
all the criticism.

U.K. Financial Services Authority Chairman Adair Turner, shown
Wednesday, says his proposals would have prevented the crisis.

By Michael R. Crittenden,
Patrick Yoest and Jonathan
Weisman

By Jeffrey Ball

Insurance companies must start
disclosing howclimate change is likely
to affect their businesses, state insur-
ance regulators decided Tuesday.

The National Association of In-
surance Commissioners voted to re-
quire insurers to submit annual “cli-
mate-risk” reports, an unusually ag-
gressive stance on the environmen-
tal issue from industry regulators.

The officials acted after conclud-
ing that climate change threatens in-
surers in two ways. It increases the
risk of extreme weather events such
as floods and wildfires, which would
boost claims. And it is prompting gov-
ernments to cap industrial carbon
emissions that contribute to global
warming—a move that threatens the
profits of companies such as coal-
fired utilities in which insurers com-
monly invest.

Climate change “will have a huge
impact on the insurance industry,”
particularly on property and casu-
alty insurers, said Joel Ario, Pennsyl-
vania’s insurance commissioner and
the head of the association’s global-
warming task force.

The commissioners’ decision
shows how the politics of climate
change are shifting. In the past, a
handful of insurers have expressed
concern that the phenomenon
threatens their portfolios. Most of
those companies have been based in
Europe, which already has imposed
carbon-emission limits. But momen-
tum is moving in the U.S. toward
some sort of emission constraint, as
the Obama administration and Dem-
ocratic lawmakers have said they in-
tend to impose such a cap.

Insurers in U.S.
told to account
for climate risk
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BRUSSELS—European Union
leaders are hoping at a summit
that starts Thursday to agree on a
small energy-focused stimulus
package they have been arguing
over for months.

What they won’t be discussing,
according to EU diplomats in-
volved in the process, is whether to
launch a fresh round of national
stimulus packages in response to
criticism from the U.S. that Europe
isn’t doing enough to battle the glo-
bal recession.

EU officials in Brussels
and most of the bloc’s 27
governments say they
should wait to see how the
existing stimulus packages—
amounting to about Œ200
billion ($260 billion), com-
pared with $787 billion for
the U.S.—work before dis-
cussing new ones. This
week’s two-day meeting is
expected to reaffirm that
resistance ahead of an eco-
nomic summit of the Group of 20
nations in London on April 2. Criti-
cism has come from within the EU,
too. Hungary, hit particularly hard
by the financial crisis, has asked
for a roughly Œ180 billion fund to
be set up to rescue economies in
Eastern Europe. That request was
quickly rejected.

A draft of the summit’s final
communiqué says the leaders will
ask finance ministers to examine
whether an existing Œ25 billion

fund for troubled economies can
expand. EU leaders expanded the
facility from Œ12 billion in Decem-
ber; about Œ10 billion has been
used.

A German government official
said the EU had provided money
from the facility at short notice to
Hungary and Latvia, and would do
so again if a country needed funds.
But talking about additional funds
now would “send the wrong sig-
nal” to financial markets, suggest-
ing that more countries in Central
and Eastern Europe need aid to fi-
nance their economies, the official
said.

Instead of upping the
ante, EU leaders will
spend much of their sum-
mit on Thursday and Fri-
day arguing about the Œ5
billion they have already
committed to the Euro-
pean Commission, the
EU’s executive arm. The
commission wants to
spend this money, sur-
plus from its roughly
Œ900 billion budget, on
energy and technology

networks. Some countries have ob-
jected to the plan, because they
don’t agree on the list of projects
and want more control over the
cash.

The proposed projects include
money for so-called interconnec-
tor pipelines to link national natu-
ral-gas networks. Also included is
money for carbon-capture storage
projects, and for the EU’s delayed
Nabucco project to build a gas pipe-
line to the Caspian Sea via Turkey.

U.K. jobless claims jump
Unemployment pay
will strain a budget
stretched by bailouts

Number claiming jobless benefits Number of unemployed

Source: Office of National Statistics

U.K. unemployment rises
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EU leaders’ summit
to aim for energy plan

Angela Merkel

CORRECTIONS & AMPLIFICATIONS

By Nicholas Winning

And Joe Parkinson

LONDON—The number of Brit-
ons claiming jobless benefits soared
in February, putting more pressure
on Prime Minister Gordon Brown’s
government to intensify its efforts
to tackle the deepening recession.

The higher-than-expected num-
ber of claims came as the Office for
National Statistics revealed that a
more comprehensive measure of un-
employment reached two million in
the three months ended in January,
the highest it has been in almost 12
years.

The statistics office said 138,400
additional people requested unem-
ployment benefits in February—the
biggest monthly increase since
records began in 1971. January’s rise
was also revised up to 93,500.

The 13th consecutive monthly in-
crease was larger than the expected
rise of 87,500, based on a Dow Jones
Newswires survey last week. Janu-
ary’s gain was revised from 73,800
reported last month.

U.K. government bonds and the
pound weakened on the data.

“Today’s labor-market data are
truly awful,” said James Knightley,
an economist at ING in London.
“Consequently, we could yet see the
need for the BOE’s quantitative-eas-
ing efforts to be stepped up even fur-
ther.” Analysts said minutes from
the central bank’s March meeting—
also released Wednesday—sug-
gested that the bank could expand
the size of its £75 billion ($105 bil-
lion) effort to purchase private and
public sector securities in coming
months.

Unemployment, according to the

International Labor Organization’s
broader measure, rose to 2.03 mil-
lion in the three months to January,
the highest level since the three
months to July 1997, the Office for
National Statistics said. The unem-
ployment rate rose to 6.5%, up 0.5
percentage point from the previous
three months.

Rising unemployment will fur-
ther strain the government’s bud-
get, which is already slipping
deeper into deficit due to bank bail-
outs and falling tax receipts. The
rise in joblessness also raises the
possibility of growing public discon-
tent.

“These are tough times; these
are very bleak figures,” Tony Mc-
Nulty, the U.K. employment minis-
ter, said on Sky News. “January and
February were always going to be
tough, but we’ll keep persevering

and try to give people the best help
we can.”

The British Chambers of Com-
merce said the figures reinforced
the need for urgent government
measures. “The outlook for unem-
ployment is worsening and there is
an urgent need for action,” it said in
a statement. “At this rate, unemploy-
ment looks set to reach 3.2 million in
2010.”

The data showed the number of
job vacancies slumped to the lowest
level since comparable records be-
gan in 2001, while layoffs soared to
the highest level since that series
started in 1995.

Separately, Italian industrial out-
put edged down 0.2% in January,
much less than expected but still the
seventh monthly decline, national
statistics bureau ISTAT said. Ana-
lysts said a steep downward revi-
sion to December’s data meant no re-
covery was in sight. And Spanish re-
tail sales plummeted by a calendar-
adjusted 5.4% in January compared
with a year earlier—the 14th
straight month of falls—, although
the pace of contraction slowed from
the previous month.
 —Natasha Brereton

contributed to this article.
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Existing Deutsche Bank AG ex-
ecutives Michael Cohrs, Anshu
Jain, Rainer Neske and Jürgen
Fitschen are joining the bank’s
management board, while Werner
Steinmüller and Seth Waugh are
joining the group executive com-
mittee. A Money & Investing arti-
cle Wednesday suggested the exec-
utives were joining the bank, while

in fact they were already execu-
tives there.

Nokia Corp. plans to cut as
many as 1,700 jobs, with the mea-
sures affecting its core device and
markets unit, among others. A Cor-
porate News article Wednesday in-
correctly said the cuts would affect
its media unit.

By Adam Cohen in Brussels
and Marcus Walker in Berlin

As joblessness rises,
the possibility of
growing public
discontent rises too.
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Judge rejects BofA bid to keep bonus recipients confidential

IBM is in talks to acquire Sun Microsystems to add Web heft

banks exposed to the credit crisis. It
also represents an about-face for
the Labour government of Prime
Minister Gordon Brown, who as
Treasury chief in 1997 pioneered
his party’s friendly approach to Lon-
don’s financial center, known as the
City. That policy has made the finan-
cial crisis particularly painful for
the U.K., where one in five jobs is
linked to the financial-services sec-
tor. On Wednesday, the government
reported that unemployment
claims rose by 138,400 in
February—the largest in-
crease since records began
in 1971.

The FSA’s proposals
sparked concern that
heavier regulation could
damage London’s competi-
tiveness as a global finan-
cial center, bringing about
more economic pain. This
“has to be done in step with
other countries,” said Stu-
art Fraser, a director at the
City of London Corporation, the lo-
cal council that runs the area in
which much of the City is concen-
trated. “We would cripple ourselves
if we increased the regulatory bur-
den alone.”

Lord Turner said the FSA hopes
to see agreement on issues such as
capital requirements with the Basel
Committee on Banking Supervi-
sion, which coordinates global bank-
ing rules, and called for a pan-Euro-
pean deposit protection program.
The FSA chief also suggested creat-
ing a new, independent body to
craft rules across the European
Union, oversee national regulators

and work alongside central banks to
identify broader systemic risks.

But the FSA wants to take back
regulation of the foreign subsidiar-
ies of banks operating in Britain,
now regulated from the parent com-
pany’s home country. This could see
the FSA clash with the European
Union, whose “passporting” rules
allow EU companies to provide ser-
vices in other EU countries without
having the business fully regulated
there. The FSA will consult with fi-
nancial firms on its recommenda-

tions, which it can then en-
act and which will also
feed into a broader govern-
ment overhaul of regula-
tion to be announced in
April.

Under its proposed new
regulatory framework, the
FSA would impose so-
called countercyclical capi-
tal requirements, which
rise during good times and
fall during downturns so
that banks don’t have to

cut back on lending precisely when
the economy needs them the most.
Banks will also need to hold larger
amounts of cash or easy-to-sell fi-
nancial instruments to meet day-to-
day payment obligations, and in-
crease the amount of capital they
hold against trading operations by
as much as much as three times—a
policy aimed at cutting back the
risks that a bank’s own traders take
on.

Some analysts said that while
U.K. banks were used to seeing a re-
turn on capital of more than 20% be-
fore the financial crisis, they will
now be looking at around 10% to

15%. Executives from the U.K.’s larg-
est banks have said that the addi-
tional capital requirements will in-
crease costs and lead to a shrinkage
of the banks’ trading operations.

Lord Turner also wants to ex-
tend regulation to what he calls the
“shadow” banking system, placing
capital requirements on large
hedge funds and so-called struc-
tured-investment vehicles—off-bal-
ance-sheet funds that banks often
set up to derive income from invest-
ments but that were at the heart of
the credit crisis.

Hedge funds believe the FSA pro-
posals are “not troubling,” but
“they are worried that it could be
the thin end of the wedge and that
the FSA and, in particular, the G-20
will take it further,” said Andrew
Shrimpton, a former FSA supervi-
sor who provides compliance ser-
vices to hedge funds at consultants
Kinetic Partners. European coun-
tries like France and Germany are al-
ready putting pressure on the U.K.
and the U.S. to agree to more gen-
eral regulation of hedge funds at the
G-20 meeting in London.

In Germany, Chancellor Angela
Merkel’s cabinet is due next week to
approve the finance ministry’s
draft bill, which would give Bafin
significantly more discretion to in-
tervene at banks and insurance com-
panies.

Under the proposals, which Ger-
many’s parliament could pass into
law by midyear, Bafin could force
banks to increase their capital and li-
quidity reserves or reduce their
risky assets. Currently German au-
thorities can intervene only in
strictly defined circumstances,

where banks’ finances are already
in tatters. That, according to a fi-
nance ministry briefing paper for
German lawmakers, prevents regu-
lators from acting pre-emptively to
ward off danger. Regulators would
also gain new powers to dismiss
nonexecutive directors of banks
and insurers if they don’t think they
are sufficiently qualified.

Both the U.K. and Germany will
ask banks to report their “leverage
ratio,” or the size of their total as-
sets in relation to their capital. The
move aims to correct a perceived
weakness in the Basel rules on bank
capital, which allow banks to amass
assets with high credit ratings with-
out setting capital aside to cover po-
tential losses. That has allowed

many banks in Germany and else-
where in Europe to become highly le-
veraged despite meeting interna-
tional rules on capital cushions. The
FSA wants a maximum gross-lever-
age ratio, limiting the size of bank
balance sheets relative to capital.

Some of the German proposals
appear to be direct responses to
problems at Hypo Real Estate Hold-
ing AG, the highly leveraged Munich
bank at the heart of Germany’s bank-
ing crisis. Hypo Real Estate ran into
trouble in September after the fail-
ure of U.S. investment bank Lehman
Brothers. Germany has kept Hypo
Real Estate afloat with more than
Œ100 billion ($130 billion) in state
loans and guarantees, and is seek-
ing to nationalize the bank.

Continued from first page

U.K. and Germany call for tougher regulation of banks
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100% over Sun’s closing price Tues-
day. On Wednesday, Sun shares
jumped 79% to $8.89 each on the
Nasdaq Stock Market.

A combination would require
melding companies with distinct,
dissimilar cultures. IBM, an East
Coast stalwart that helped invent
the computer industry, grew up
with a button-down style and a phi-
losophy of delivering what custom-
ers want. Sun, which grew up in the
go-go environment of the 1980s in
Silicon Valley, is an engineering-
driven maverick with a record of ma-
jor innovations that has lately strug-
gled to profit from them.

Once the quintessential highfly-
ing start-up under Scott McNealy,
one of the tech sector’s most outspo-
ken chief executives, the company
started in computer workstations
and morphed into a major seller of
server systems during the Internet
boom.

But the company has struggled
since the dot-com bust, jumping late
on the trend of low-cost servers that
use chips from Intel Corp. and Ad-
vanced Micro Devices Inc. Mr. Mc-
Nealy’s successor, Jonathan
Schwartz, has driven the company
to focus more on innovations in soft-
ware and data storage. But Sun
shares have plummeted over the
past year, battered by its reliance on
sales of high-end machines and cus-
tomers in the financial sector, which
experienced the economic slump ear-
lier than other parts of the economy.

In recent months, Sun has ap-
proachedanumber oflarge tech com-
panies in the hopes of being ac-
quired, said people familiar with the
matter.The world’s largest tech com-
pany, Hewlett-Packard Co., de-

clined the offer, said a person briefed
on the matter. A spokesman for Dell
Inc., the world’s third-largest server
maker, declined to comment.

Any transaction would
strengthen IBM’s position against ri-
val H-P. It could be the largest acqui-
sition in IBM’s history, surpassing
the acquisition of Cognos Inc. last
year.

The deal would mark a sharp
break from IBM’s recent past. It has
been buying software companies
and a few service companies in re-
cent years. But it has been selling off
hardware operations such as its per-
sonal-computer business. IBM gets
more than half its revenue from ser-
vices, and services and software pro-
vide the bulk of its profits. Acquir-
ing Sun would make hardware close
to one-third of its revenue.

IBM has worked hard in recent
years to boost its profit margins,
and its profits exceed those of the
larger H-P. But buying Sun, which re-
ported a $209 million loss for the
second quarter ended in December,

would hurt IBM’s profitability. It
would have to slash the combined
companies’ cost base sharply to
gain a favorable reception for the
deal from investors.

Acquiring Sun would bolster
IBM as it takes on a new rival, Cisco
Systems Inc., the networking com-
pany, which this week announced
that it would start selling a server of
its own. On Monday, Cisco chief exec-
utive John Chambers said that Cisco
would continue to work with IBM de-
spite the fact that the companies
would be competing head-to-head
on servers. A Cisco spokesperson de-
clined to comment on a potential ac-
quisition of Sun by IBM.

The deal furthers a recent pat-
tern of consolidation in the tech in-
dustry around the services, hard-
ware and software used to run data
centers, the big computing rooms
that store and process information.

H-P over the past few years has
acquired software companies to ex-
pand its offerings for managing data
centers. And last year H-P bought

services giant Electronic Data Sys-
tems Inc. for more than $13 billion,
putting it into direct competition
with IBM on IT outsourcing ser-
vices.

Along with companies like IBM
and Cisco, Dell, which specializes in
selling low-priced servers, has been
expanding its portfolio. It now of-
fers its own data-center software
and some services.

By making a bid for Sun, IBM may
be acknowledging the necessity of
competing in hardware, despite its
slim profit margins. In recent years,
Dell and H-P have been pushing
server prices down, and servers,
like PCs, have increasingly become
commodities.

The deal would strengthen IBM’s
position as the world’s largest
server maker. According to the re-
search firm IDC, IBM had 31.4% of
the market last year; H-P was sec-
ond with 29.5%, and Dell third with
11.6%. Sun ranked fourth, at 10.6%.

In recent years, the market for
servers has shifted from the huge,

custom-built “mainframes” that
IBM dominates to vast numbers of
standardized computers. By push-
ing standardized servers, H-P has
made inroads on IBM. In the mean-
time, Sun has suffered, as its strat-
egy of using its own operating sys-
tem on standardized hardware has
failed to propel new growth.

The deal could face regulatory
hurdles. IBM and Sun make many
overlapping products, and the two
of them have dominant market
shares in servers that run the Unix
operating system. The two compa-
nies also have overlapping products
in areas that include software and
tape storage systems.

President Barack Obama’s choice
to be the next antitrust chief at the
Department of Justice, Christine
Varney, has said that she would take
a different approach than the previ-
ous administration, which was
widely viewed as more open to such
mergers.

 —Don Clark and Ben Worthen
contributed to this article.
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Adair Turner

Tightening the belt on finance 

n Regulators should be able to 
extend their powers to institutions 
that become bank-like or become 
so important they threaten 
stability, such as large hedge funds 
and off-balance-sheet vehicles

n A maximum gross leverage ratio 
should be introduced as a backstop 
against growth in balance sheets

n The FSA is looking at whether 
products such as credit-default 
swaps and risky types of 
mortgages need regulations on 
their design or uses

n The FSA is to look more closely at 
U.K. units of foreign institutions

German-recommended policiesU.K.-recommended policies
n Regulators can force banks to 

raise their capital cushion in good 
times so they can absorb losses in 
bad times

n Regulators to gain power to stop 
banks from transferring funds to 
foreign-based parents

n Banks will be required to disclose 
their “leverage ratio” or total 
assets to capital, as an additional 
risk indicator

n Regulators to dismiss 
nonexecutive directors if they are 
judged to lack the qualifications or 
suitability to oversee banks’ 
managers continues 

Source: The governments

By Chad Bray

NEW YORK—A New York state
judge on Wednesday rejected a bid
by Bank of America Corp. to keep de-
tails confidential about individuals
who received bonuses at Merrill
Lynch & Co. on the eve of its merger
with the Charlotte, N.C., bank last
year.

New York State Supreme Court
Justice Bernard J. Fried in Manhat-
tan denied a motion by Bank of

America to intervene in the matter.
The bank had asked the judge to

prevent New York Attorney General
Andrew Cuomo from publicly releas-
ing the names of individuals who re-
ceived bonuses and how much they
made.

Mr. Cuomo’s office is probing dis-
closures related to the timing and na-
ture of more than $3.6 billion in bo-
nus payments made shortly before
Bank of America’s merger with Mer-
rill Lynch closed Jan. 1.

Bank of America has claimed pub-
licly releasing details about who re-
ceived bonuses and how much the
awards were would cause it harm
and put it at a competitive disadvan-
tage.

It also has claimed the informa-
tion was proprietary data and that
some employees might leave be-
cause of privacy or security con-
cerns if the list were made public.

The bank wanted the confidenti-
ality order, in part, to apply to testi-

mony given by John A. Thain, Mer-
rill Lynch’s former chief executive. A
temporary confidentiality order on
Mr. Thain’s testimony had been in
place until the judge made his rul-
ing.

Mr. Thain was forced out in Janu-
ary in the wake of his handling of the
investment bank’s fourth-quarter
loss. In a recent regulatory filing,
Merrill Lynch reported a fourth-
quarter loss of $15.84 billion, $500
million more than prior estimates.
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Mike Neal will be in the spotlight Thursday, when he appears before investors in
New York to try to quell their concerns about GE Capital.

By Paul Glader

Past leaders of General Electric
Co.’s finance unit have made their
names on the unit’s explosive
growth, to the point where GE Capi-
tal, as recently as 2007, accounted
for half its parent’s profits.

Now, Mike Neal has the unenvi-
able task of taming and shrinking
that business.

Mr. Neal, 55 years old, will be in
the spotlight Thursday, when he
and GE Chief Financial Officer
Keith Sherin appear before inves-
tors in New York to try to quell their
concerns about GE Capital. The ex-
ecutives have promised to provide
unprecedented detail about the
unit’s $600 billion in assets and
how badly their value will be hurt
by the recession.

It’s an unusually public role for
Mr. Neal, a 30-year GE veteran who
has spent most of that time at the fi-
nance unit. Associates describe him
as disciplined, methodical and risk
averse. But he will have to answer
critics who say GE Capital took on
far more risk than it has acknowl-
edged during the easy credit years
in pursuit of big profits.

In the past two decades, GE Capi-
tal has expanded from its traditional
business of lending money to small
and midsize U.S. businesses to com-
mercial real estate, mortgages and
credit cards around the world.

Investors fearing bigger-than-
projected losses in those ventures
have sent GE’s stock down roughly
36% this year, though it has re-

bounded in the past week. In 4 p.m.
composite trading Wednesday on
the New York Stock Exchange, the
shares were up 32 cents, or 3.2%, to
$10.32.

GE Chief Executive Jeffrey Im-
melt on Monday told an interviewer
in the Middle East that write-offs
will climb at GE Capital this year,
but that the unit doesn’t have “sub-
stantial issues,” and isn’t “a black
box,” whose contents are a mystery.

But even business partners say
they aren’t always sure what makes
the GE Capital tick. “Historically,
that’s been a problem for them. No
one knew what they do” in finance,
says Dana Pasternak, a managing di-
rector at corporate-leasing consult-
ant Fairfield Capital Partners LLC,
which advises companies on finding
leases and loans from finance com-
panies like GE.

Enter Mr. Neal, described by
former GE Chairman Jack Welch in
his book “Jack: Straight from the
Gut,” as “the soul of GE Capital.”

The barrel-chested Mr. Neal
came to GE as an engineer in 1979, a
few years after graduating from the
Georgia Institute of Technology. He
switched to the finance business in
the 1980s and has been there ever
since. GE Capital made nearly 400
acquisitions between 1991 and 2001
as Mr. Neal was rising through the
ranks, including a $5.3 billion pur-
chase of Heller Financial Inc. in
2001, which expanded GE’s commer-
cial real-estate lending.

Mr. Immelt named him the head
of GE’s commercial-finance unit in
2002, when GE Capital was divided
into several smaller pieces. When
Mr. Immelt put those pieces back to-
gether last year, he put Mr. Neal in
charge.

GE declined to make Mr. Neal
available for this article. But in his

annual letter to shareholders last
month, Mr. Immelt pushed Mr. Neal
further into the spotlight, describ-
ing GE’s finance business as “Mike
Neal’s GE Capital Finance business.”

Inside GE, Mr. Neal is known as a
smart but cautious executive who
sometimes has frustrated lieuten-
ants by rejecting unconventional or
risky deals. Before the credit crunch
and the recession, Mr. Neal regu-
larly assured investors that GE’s
thousands of risk specialists knew
how to protect the company’s bal-
ance sheet.

“We try not to think about going
up the risk curve in search of mar-
gins in this type of environment,”
Mr. Neal told investors in May 2007.
“The people who chase risk over re-
turn generally only get the former
piece of that.”

Yet critics say GE did just that,

jumping into—and then out of—
subprime mortgages in the U.S., as
well as mortgages in Europe, and
consumer lending in developing
economies in Eastern Europe.
“They’ve been destroying their capi-
tal,” says Robert Maltbie, managing
director at Singular Research in Los
Angeles.

For all his current troubles, Mr.
Neal could have had even bigger
problems. In late 2007, he was a final-
ist for the top job at Citigroup Inc.,
which ultimately went to Vikram
Pandit.

Since then, Citigroup has posted
$37 billion in losses and required
two government bailouts. “He
might have lucked out staying
where he was,” says William Conaty,
who retired in 2007 as a top human-
resources executive at GE.

Colleagues say Mr. Neal isn’t

charismatic, but is well-liked and re-
spected. He enjoys sailboats, the lat-
est electronic gadgets and riding his
Harley-Davidson Fat Boy motorcy-
cle. “He’s not arrogant. He’s not elit-
ist. He’s a really normal guy,” Mr.
Conaty says.

Nicholas Heymann, director of
global industrial-infrastructure re-
search at Sterne Agee in New York
and a former employee of GE’s fi-
nance units, says Mr. Neal is a prag-
matic straight-shooter who has
been “resourceful at coming up with
ways to mitigate and manage
through prior periods of challenge.”

Since last fall, that’s meant devis-
ing a strategy to shrink GE Capital
and change a business model that
had relied heavily on short-term
loans known as commercial paper.

Messrs. Neal, Sherin and Immelt
have moved in measured steps,
sometimes to the dismay of inves-
tors who wanted GE to change more
quickly and radically.

Since October, GE has sold $15 bil-
lion in equity, $45 billion in bonds—
most of them backed by the federal
government—shifted $15 billion
from the parent company to GE Capi-
tal and cut its dividend for the sec-
ond half of the year to preserve
cash. Last week, Standard & Poor’s
lowered GE’s treasured triple-A
credit rating to double-A-plus. The
move, while largely symbolic, could
ultimately make it harder for GE to
borrow cheaply, in order to lend to
businesses at higher rates.

In his May 2007 presentation to
investors, Mr. Neal struck a philo-
sophical note, acknowledging the
limits of his influence. “Even though
some of us tried to, none of us can
predict the future,” he said then.
“We don’t really know what is going
to happen in these markets.”

Fed to buy long-term Treasurys in new bid to revive U.S. economy

GE Capital chief faces task of taming unit
Neal plays lead role
in effort to assuage
worries about assets

Kuwait’s ruler dissolves parliament amid bank standoff

LEADING THE NEWS

dropped to 2.533% from 3.003%
Tuesday. U.S. stock prices also rose
and the dollar sank.

The Fed’s steps came against a
gloomy economic backdrop. “Job
losses, declining equity and housing
wealth, and tight credit conditions
have weighed on consumer senti-
ment and spending,” the Fed said in
a statement after its two-day meet-
ing. “Weaker sales prospects and dif-
ficulties in obtaining credit have led
businesses to cut back on invento-
ries and fixed investment. U.S. ex-

ports have slumped as a number of
major trading partners have also
fallen into recession”

The Federal Open Market Com-
mittee, the Fed’s policy-making arm,
voted 10-0 to hold the target federal-
funds rate for interbank lending in a
range between zero and 0.25% and
to continue using credit programs fi-
nanced by an expansion of the Fed’s
balance sheet to stabilize markets.
Richmond Fed President Jeffrey
Lacker, who dissented in January,
went along this time. He had wanted
the Fed to focus on buying Treasury

purchases as opposed to targeting
its lending on various corners of the
credit markets. The discount rate
that the Fed charges on direct loans
to banks was unchanged at 0.5%.

With rates near zero, the Fed is
now essentially printing money to
increase the supply of credit in the
economy. The Fed said it will buy up
to $300 billion in long-term Trea-
surys over the next six months. The
purchases of mortgage-backed secu-
rities guaranteed by Fannie Mae and
Freddie Mac will be expanded to as
much as $1.25 trillion from a previ-

ous maximum of $750 billion. The
Fed also said it would increase the
size of its potential purchases of the
mortgage giants’ debt to $200 bil-
lion from $100 billion.

The Fed’s strategy appears to be
to double down on the programs the
central bank believes are working.
In addition to commercial paper and
money-market mutual-fund facili-
ties, which appear to have stabilized
those sectors, Fed Chairman Ben
Bernanke has repeatedly high-
lighted the decline in mortgage
rates in response to the agency and

mortgage-backed securities facili-
ties, calling it one of the “green
shoots” evident in some markets.

By expanding its securities pur-
chase programs, the Fed also is effec-
tively ramping up efforts it can con-
trol. The commercial-paper pro-
gram and a new consumer lending
program that commences Thursday
are driven by how much demand
there is in the markets.

Demand has waned for the com-
mercial-paper program in recent
weeks, a sign that market is return-
ing to health.

Continued from first page
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By Margaret Coker

ABU DHABI—Kuwait’s ruler dis-
solved parliament Wednesday and
called for fresh elections, a long-
awaited move that could end weeks
of a political deadlock that has
stalled an economic bailout pro-
gram for the Gulf nation’s banks.

Many parliamentarians in recent
months have stepped up criticism of
the government, run by a relative of
ruler Sheik Sabah Al Ahmad Al Sa-
bah, whom they blame for squander-
ing public money and exacerbating
the fallout from the global economic
crisis in Kuwait.

In a live national broadcast
Wednesday night, Sheik Sabah said
he felt compelled to end “the politi-

cal chaos” and parliamentary intran-
sigence that he blamed for holding
up economic reforms.

However, he stopped short of sus-
pending parliament, a move that
would be in breach of the country’s
constitution but that many analysts
had speculated was a possibility
given the protracted battles the royal
family has fought with its lawmakers.

The Gulf sheikdom has seen five
governments fall in three years. The
current uncertainty comes amid a
standoff between Parliament and
the government over a 1.5 billion Ku-
waiti dinar ($5.12 billion) bailout
package to help the country’s ailing
investment banks. Kuwait has been
accused of moving slowly to bolster
its vulnerable financial sector, and

this new political vacuum could de-
lay the package further.

The latest political standoff esca-
latedthis week, when the govern-
ment resigned. The move was de-
signed to protect the prime minis-
ter, a nephew of the emir, from ques-
tioning by lawmakers, who have ac-
cused the nephew of permitting cor-
ruption and mismanagement of pub-
lic funds in connection with a vari-
ety of public-infrastructure deals, in-
cluding a $17 billion joint venture be-
tween Dow Chemical Co. and a unit
of Kuwait’s national oil company
that was scrapped earlier this year.
The emir and the former prime min-
ister haven’t responded directly to
the allegations.

Sheik Sabah, a hereditary ruler

who has the last say in all matters of
state, has backed his nephew in the
past, renaming him head of govern-
ment three times despite wide-
spread public criticism of his work.

In his speech, the ruler accused
lawmakers of political grandstand-
ing that had “tarnished the freedom
and democracy in Kuwait … [and]
spread atmospheres of tension and
chaos.”

The current government will re-
main in a caretaker role until fresh
elections, which according to the
constitution must occur within 60
days of the legislature being dis-
solved.

The caretaker government could
in theory approve the economic
stimulus package without parlia-

ment in order to speed through the
reform plan drawn up by Kuwait’s
central banker, a largely apolitical
figure widely admired by all politi-
cal factions as a technocrat.

Leading Kuwaiti firms such as
Global Investment House have
asked the government for help. Glo-
bal defaulted on most of its $3 bil-
lion debt obligation in January, and
its share price has dropped 92%
since August.

Parliamentarians have held up
the economic bailout package, say-
ing that it targets only politically
connected firms and doesn’t do
enough to help small investors or av-
erage citizens who have lost substan-
tial assets amid the country’s bank-
ing crisis.
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Prostate-cancer studies mixed
Interim results
from Europe, U.S.
differ on screening

By Sam Schechner

And Geoffrey A. Fowler

Cable programmer Discovery
Communications Inc. filed a lawsuit
Tuesday against Amazon.com Inc.,
claiming Discovery owns a patent to
technology used in Amazon’s Kindle
electronic-book reader.

The suit, filed in U.S. District
Court in Delaware, cites a patent to an
encryption system for e-books and
asks for triple damages as well as a
“continuing royalty” on the system.

The popularity of the Kindle,
which allows users to download
books, contributed to Discovery’s de-
cision to bring suit against Amazon
rather than against the makers of
other e-book readers, such as Sony
Corp., people close to Discovery said.

“The Kindle and Kindle 2 are im-
portant and popular content delivery
systems,” Joseph A. LaSala Jr., Dis-
covery’s general counsel, said in a
statement. “We believe they infringe
our intellectual property rights, and
that we are entitled to fair compensa-
tion.”

Amazon declined to comment on
the lawsuit. Sony declined to com-
ment on the suit but said that in gen-
eral it wants its e-book device to be an
open platform. Right now, it supports
a variety of formats.

The Kindle, released in 2007, is
just the latest piece of mobile technol-
ogy to be the subject of a patent dis-
pute in recent years. “The courts are,
as always, trying to keep up with the
rapid change in technology. There are
a lot of disputes now about what is
even patentable,” said Edward
Reines, an intellectual-property litiga-
tor at the law firm Weil, Gotshal &
Manges LLP.

The patent named in Discovery’s
suit, for an “electronic book security
and copyright protection system,”
was filed in 1999 and awarded to Dis-
covery in 2007, according to online
records from the U.S. Patent and
Trade Office.

In the 1990s, Discovery founder
John Hendricks led research at his
company into digital delivery of tele-
vision and book content,filing for sev-
eral patents in those areas, according
to patent-office records. In 2004, the
company sold a package of about 20
patents relating to TV to a consor-
tium of cable operators, according to
people close to Discovery.

Amazon spent three years devel-
oping the Kindle, at a subsidiary
called Lab126. Part of the Kindle’s ini-
tial edge over competitors has been
its connection, via cellular data net-
work, to the Amazon bookstore, en-
abling users to browse and buy books
on the go directly from the Kindle
rather than from a regular computer.

Amazon has been protective of its
proprietary e-book format. Last
week, the company asked a Web site
to take down instructions on how to
run a program that could enable a Kin-
dle device to display books from
other e-book providers.

A new version of the device at-
tracted controversy for its ability to
read books out loud in a computer-
ized voice. Some authors claimed
that the feature was a violation of au-
dio book rights, which are usually
sold separately. Amazon has since
changed the feature and enables it
only on titles for which authors and
publishers have explicitly permitted
automated reading.

By Geoffrey A. Fowler

And Jessica E. Vascellaro

Sony Electronics Inc. is pairing
with Google Inc. to battle Amazon.
com Inc. in the growing digital
books market.

In a strike against Amazon’s Kin-
dle electronic book reader, Sony and
Google plan to launch a partnership
Thursday that will give users of the
Sony Reader device access to more
than half-a-million public domain
books from Google’s ambitious book
digitization project. The books will
be offered to Sony Reader users free
via the online Sony eBook store. The
companies wouldn’t reveal finan-
cial terms of the deal.

 “We aren’t set on just having
books purchased from our store,”
said Steve Haber, Sony Electronics’
president of the Digital Reading
Business Division. “We believe the
more content that is allowed access
to the device, the better value it is to
our customers.”

The partnership is a new salvo
in the increasingly competitive dig-
ital-books industry. Sony and Ama-
zon are jockeying to lead a new gen-
eration of reading devices that
could do for publishing what Ap-
ple Inc.’s iPod did for music, en-
abling the companies to make
money as gadget makers and dis-
tributors of digital media. Last
month, Amazon launched a new
version of its $359 Kindle device,
which has access to more than
245,000 electronic books.

To date, Sony has sold more than
400,000 of its $300 to $350 Read-
ers. While Amazon hasn’t said how
many Kindles it has sold, Citigroup
estimates 500,000 of the devices
sold last year and Barclays Capital
projects the Kindle could bring $3.7
billion in annual revenue by 2012.

Amazon declined to comment on
the Sony-Google partnership.

For Google, the Sony partnership
is an attempt to expand the reach of
its online books service, from which
it hopes to earn new advertising and
subscription revenue. It also under-
scores how the Mountain View, Ca-
lif., technology giant, which has
largely stuck to searching digital
content, is now playing a greater

role in distributing it—a move some
publishers find unsettling.

Some publishers and authors re-
main concerned about a $125 million
settlement that Google struck with
two industry trade organizations
that had fought to stop its efforts to
scan books in order to make them
searchable. The titles currently cov-
ered by the Sony deal are outside the
scope of that settlement, which
would allow Google to offer ex-
panded access to millions of titles un-
der copyright pending court ap-
proval this summer. Still, among the
publishers’ worries is that Google
will take advantage of new distribu-
tion technologies, like digital book
readers, to put them out of business.

“As soon as e-book readers be-
come a mass market, then of course
it wouldn’t be too difficult for Goo-
gle to act as a publisher,” said Chris-
tian Sprang, head of the legal depart-
ment for the German Association of
Publishers and Booksellers.

Google spokeswoman Jennie
Johnson said Google doesn’t plan
to create content. “Our goal to is
promote access to books,” she said.
Google has previously made its li-
brary available for reading on com-
puters as well as on Apple’s iPhone
and Android smart phones. Google—
which includes a limited amount of
advertising alongside some titles
online—won’t currently sell ads on
the Sony Reader.

The Sony and Google partnership
isn’t exclusive. Ms. Johnson said
Google isn’t in talks with Amazon
about a similar deal for the Kindle,
but was open to the idea. Books that
now will be available free on the
Sony Reader include classics such as
“Sense and Sensibility” and “Black
Beauty,” both of which Sony already
sells in its e-book store for $1 to $2.

Sony and Google say they are tak-
ing a more open approach to digital
books than Amazon. The Sony
Reader accepts multiple e-book for-
mats, including ePub files contain-
ing digital rights management en-
cryption. The Kindle also accepts
other formats, but currently
charges users a small fee to wire-
lessly download their own Acrobat
files and only reads encrypted files
from its own store.

Sony and Google team up to battle Amazon

By Keith J. Winstein

Interim results from two of the
most rigorous studies to date on
prostate-cancer screening have
failed to bring any clarity to one of
the most contentious issues in
men’s health.

The results, which come after 15
years of study of 240,000 men, don't
resolve a longstanding argument
about whether all older men should
be regularly screened. One study,
conducted in Europe, has so far
found modest screening benefits in
lowering death rates. The other, in
the U.S., hasn't found any benefit.

When the dust settles, doctors
say screening guidance will likely
stay the same: African-Americans
and men with a family history of
prostate cancer should lean more to-
ward regular screening; others
should weigh their own risk factors
and the possible benefits of screen-
ing with their doctors.

Cancer of the prostate, which is a
gland that makes semen, is the No. 2
cancer killer of men—it will kill
about 28,700 U.S. men this year. A
blood test for a chemical called pros-
tate-specific antigen, or PSA, can de-
tect the cancer, and most men over
50 in the U.S. have been screened.

But whether PSA testing, intro-
duced in 1987 to monitor men who al-
ready had prostate cancer, saves
lives when used as a screening tool,
has long been controversial. Most
prostate cancers grow slowly and
never kill, and treatment options—
which include surgery, radiation,

and hormone-modification therapy—
carry side effects such as sexual im-
potence and incontinence.

Wednesday, European and U.S.
health authorities released interim
looks at two major studies of pros-
tate-cancer screening that began in
1993. The studies enrolled a total of
240,000 men, with about half as-
signed to be regularly screened for
PSA, and then tracked cancer diag-
noses and deaths. The results were
published online by the New Eng-
land Journal of Medicine and pre-
sented at a urological conference in
Stockholm.

U.S. authorities said they de-
cided to release the data early be-
cause of the concern that too many
men are being treated and suffering
side effects without receiving a ben-
efit. Prostate cancers usually
progress so slowly that patients die
for other reasons first. So a practice
of routine screening and treatment
of detected cancers can lead to un-
necessary side effects, said Chris-
tine Berg, a National Cancer Insti-
tute official who supervised the U.S.
study. “Many people, when they’re
hit with the diagnosis of cancer,
think that they’re going to die tomor-
row,” Dr. Berg said.

After seven to 10 years of fol-
low-up, the U.S. study, run by the Na-
tional Cancer Institute and including
77,000 men aged 55 to 74, hasn’t
found any benefit from routine
screening. The trial compared a
group of men who were encouraged
to be regularly screened for PSA and
with a rectal examination—85% were
actually screened—against a control
group that received prevailing medi-
cal practices, or about a 50% rate of
screening. Men in the screening
group were 22% more likely to have a
cancer detected, and positive results
usually lead to treatment. But be-

tween the two groups, the rates of
prostate-cancer deaths were in a sta-
tisticaltie:Ineachgroup,roughly200
deaths per million men each year.

Overall, men in the U.S. “have a
3% or less risk of dying from pros-
tate cancer, but a 16% or 17% chance
of being diagnosed with prostate
cancer in their lifetime," Dr. Berg
said. Wednesday’s interim release
of data didn’t include information
on the rate of side effects or “quality
of life,” but those will be included in
a later analysis in coming years, she
said.

“You need to talk with your health-
care provider about your own individ-
ual risk profile, based on your age,
your family history, and your toler-
ance for risk and side effects,” Dr.
Berg said. African-Americans and
those with a family history of pros-
tate cancer have a higher average
risk.

The second article, an interim
look at seven European studies that
together enrolled 162,243 men, age
55 to 69, did find a modest benefit
from routine screening after about
nine years of follow-up. Men in the
screening group had an annual
death rate from prostate cancer of
350 deaths per million men, com-
pared with 410 deaths per million
men in the control group.

But that benefit came at a cost:
By the European data, saving one
life from prostate cancer would re-
quire treatment of 48 men. In other
words, 47 men would be unnecessar-
ily treated—many suffering urinary
incontinence or sexual problems—
for every life saved.

“In the past, it was a Russian rou-
lette, because we didn’t know the
risks and the benefits,” said Fritz
Schroder, a Dutch doctor who led
the European analysis. “We know
now that screening does decrease

prostate cancer mortality,” he said.
The study’s final analysis will be pub-
lished in four years, Dr. Schroder
said.

The two studies aren’t likely to re-
solve the disagreement about rou-
tine screening, which is popular in
the U.S. but not in Europe.

“Everybody recommends
against mass screening, and the
irony is, screening is very common
in the U.S.,” said Otis Brawley, an At-
lanta oncologist and chief medical
officer of the American Cancer Soci-
ety.

“There is a disconnect in the
American public, and maybe these
two trials … will help legitimize the
question so people will stop just do-
ing screening and actually think
about it and make a conscious deci-
sion,” Dr. Brawley said.

In 1992, the American Cancer So-
ciety recommended routine screen-
ing for men over 50, after delibera-
tions that were criticized at the time
for ties to companies that made
screening tests. In 1997, the organi-
zation retreated and now urges “in-
formed decision-making” between
doctors and patients after consider-
ation of individual risks and bene-
fits. “The process through which the
ACS recommended screening in the
early 1990s was not optimal,” Dr.
Brawley said.

“It’s a good lesson for those new
technologies that come along,
touted as making sense, that these
things are really quite tricky, and
have the ability to do more harm
than good,” said Michael Barry, a
Harvard Medical School internist
who wrote an accompanying edito-
rial in the New England Journal.
“We’re going to find more and more
of these muddled areas, where new
technologies give us some benefits,
but at substantial risk.”

Users of the Sony Reader, above, will have free access to Google’s e-book project.
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Discovery sues
Amazon over
e-book patent
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China’s government rejected a
$2.4 billion bid by Coca-Cola Co. for
one of the country’s largest juice
makers, citing antitrust grounds—a
move that could chill foreigners
looking to make deals in China and
that risks prompting a backlash
against Chinese investing abroad.

The Commerce Ministry’s deci-
sion Wednesday to block what
would have been the largest-ever
takeover of a Chinese company by a
foreign buyer also is a major blow to
Coke, which had hoped to parlay its
high-profile sponsorship of the
Beijing Olympics into greater com-
mercial success in a critical market.

Lawyers and investment bankers
said Beijing’s ruling—the first ma-
jor test of a new antimonopoly law—
undermines the government’s pub-
lic opposition to protectionist barri-
ers, which are under heightened at-
tention amid the global recession.

The ruling sends “a very nega-
tive message,” said Lester Ross, an
attorney in U.S. law firm Wilmer-
Hale’s Beijing office who wasn’t in-
volved in the deal. “I think it was
driven by protectionism, fueled by
popular resentment against a for-
eign company acquiring a popular
Chinese brand.”

Mei Xinyu, a researcher at the
Chinese Academy of Trade and Eco-
nomic Cooperation, which is affili-
ated with the ministry, said Wednes-
day’s ruling represented “big
progress” and had “nothing to do
with trade protectionism.” Mr. Mei
said investors should be encouraged
by the fact that China’s “laws are
properly enforced.”

China’s rebuff sets back the At-
lanta-based soft-drink maker’s strat-
egy to expand in China—Coke’s
fourth-largest market, after the
U.S., Mexico and Brazil—when sales
in the U.S. are slowing. The deal was
part of a broader effort by Coke
Chief Executive Muhtar Kent to
push more aggressively beyond
soda into the fruit-juice business, a
sector that is growing far faster
than carbonated soft drinks. “We
are disappointed,” Mr. Kent said in a
prepared statement, adding that
the company respects the govern-
ment’s decision.

Coca-Cola has encountered anti-
trust problems in the past as it ex-
pands around the world. The com-
pany was forced to scale back its ac-
quisition of Cadbury Schweppes
PLC’s beverage brands when regula-
tors blocked that deal in European
Union countries. And France
blocked Coke from acquiring Oran-
gina from Pernod Ricard SA on anti-
trust grounds.

But Coke has worked hard to cul-
tivate an image as a friend of China.
Mr. Kent traveled to Shanghai this
month to tout plans to invest $2 bil-
lion in Coke’s China operations over
the next three years, a move that
some analysts saw as trying to
smooth the way for the deal to ac-
quire China Huiyuan Juice Group
Ltd. Coke said Wednesday there
would be no change in those invest-
ment plans, which involve distribu-
tion, marketing and a new plant,
among other things.

Rival PepsiCo Inc. recently
pledged to invest $1 billion in build-
ing its snack and drink businesses in
China. Pepsi, too, is keen to build a
bigger juice business. With a domi-
nating share of noncarbonated bev-
erage sales in the U.S., Pepsi is out to
challenge Coke for sales of fast-sell-
ing drinks in emerging markets.

Coke’s September offer to acquire
Huiyuan came in the wake of Au-
gust’s Beijing Olympics, for which
Coca-Cola was a high-profile spon-
sor. But there were doubts from the
beginning about whether the deal
would win antitrust approval.

Coca-Cola is the largest seller of
carbonated soft drinks in China,
with a 52.5% market share, accord-
ing to research firm Euromonitor.
PepsiCo, ranks second, with 32.8%.
Huiyuan, meanwhile, is China’s larg-
est maker of 100%-juice drinks, with
a 33% market share in that high-end
segment. Coke also sells juice
drinks, and the two companies’ com-
bined share of the fruit-and-vegeta-
ble juice market last year was 20.3%,
according to Euromonitor.

The Commerce Ministry said that
if Coca-Cola were allowed to acquire
Huiyuan, the combined company’s
market power could “narrow the
room for survival” of smaller players
in China’s beverage industry and
lead to higher prices for consumers.

Merger-and-acquisition lawyers
who weren’t involved in the deal
said the ministry’s statement indi-
cates that officials appeared to rely
on broader definitions of anticom-
petitive harm than used by their
counterparts in the U.S. The minis-
try’s statement implied that a com-
pany’s overall size, in addition to its
share of any given market, should
be taken into account, these law-

yers said. The ministry said that
Coke might use its dominant posi-
tion in the carbonated-beverage
market to restrict competition in
the juice business.

Yi Xianrong, a researcher in the
finance and banking section of the
government-backed Chinese Acad-
emy of Social Sciences, criticized
the ministry’s rejection, saying it
was “groundless” given the intense
competition in the industry, and
was likely the result of a nationalist
backlash against the deal.

Lawyers and bankers said higher
antitrust barriers could be a new hin-
drance to companies trying to con-
duct deals and invest in China,
where it long has been difficult to ac-
quire assets from state-owned com-
panies.

The Finance Ministry on Wednes-
day announced rules that make it
harder for foreign investors in
banks and other financial-services
businesses to buy or sell their
stakes. This follows moves by some
foreign banks in recent months to
sell holdings in Chinese banks. Over
the past five years, 47% of the nearly
$72 billion in mergers and acquisi-
tions involving foreigners in China
were in the financial sector, accord-
ing to Thomson Reuters.

Perceptions that China is hostile
to foreign investors could hurt the
prospects of Chinese companies
looking to take advantage of low
prices to invest abroad, particu-
larly in oil, metals and other natural
resources that Beijing sees as criti-
cal to sustaining the nation’s eco-
nomic growth. Such investments
have picked up pace since the glo-
bal downturn began accelerating
last autumn.

And the government is looking to
loosen the reins further, issuing

rules Monday that lower regulatory
hurdles for Chinese companies look-
ing to invest overseas. Last week,
China’s minister of commerce, Chen
Deming, called on the global commu-
nity to “jointly oppose trade protec-
tionism.” Shares of mining giant Rio
Tinto closed nearly 9% lower
Wednesday as speculation in-
creased that the Australian govern-
ment could reject the mining compa-
ny’s $19.5 billion funding deal with
Aluminum Corp. of China.

In the past two years, the value
of deals struck by Chinese compa-
nies overseas has far exceeded that
of deals made by foreign companies
in China. Chinese firms completed
$76.6 billion in deals abroad last
year, compared with $18.6 billion by
foreign companies in China, accord-
ing to Thomson Reuters.

The Commerce Ministry said it
had attempted to negotiate with
Coca-Cola for a more limited deal
that would ease the anticompetitive
effects of the acquisition but that
the company’s response didn’t go
far enough to address its concerns.
Coke didn’t comment beyond its pre-
pared statement.

People familiar with the matter
said that the antitrust authorities’
main concern was that the Huiyuan
name itself should remain in Chi-
nese hands, even if other assets
were sold. That came as a surprise
to Coke executives, who had ex-
pected demands for Coke to invest
in and expand the Huiyuan brand,
the people said. Without Huiyuan’s
powerful and upscale brand, the
people familiar with the matter
said, Coke couldn’t justify the $2.4
billion price.

Coke’s effort to acquire Huiyuan
met with public criticism. Shortly af-
ter the deal was announced, a poll of

about a half-million people by Web
portal Sina.com showed that nearly
80% of participants opposed the
transaction. “We should protect our
national industry,” a posting on a
popular portal site said last week.
“Otherwise all the clothing, food, ac-
commodation and transportation of
Chinese citizens will be controlled
by foreigners. It’s too terrible.”

Chinese executives also were criti-
cal. Yang Xiulin, the marketing direc-
tor of beverage company Hangzhou
Wahaha Group Co. said “if national
brands are gone, for the long term, it’s
not good for the Chinese industry.”

Another person familiar with the
matter said that officials within the
Commerce Ministry were divided
on how to proceed, with some argu-
ing that it was a bad idea to block
the deal.

“There’s a strong desire to keep
the brand in local hands,” said Henry
Wang, a Beijing-based partner of law
firm Dechert LLP who wasn’t in-
volved in the deal. He said he viewed
the decision as a sign that Beijing be-
lieves it is time for China’s companies
and brands to compete on their own
in global markets. China’s economic
planners have been trying to boost
the technological sophistication of
Chinese industries and improve
branding and marketing skills, while
seeking to decrease the economy’s de-
pendence on less-profitable, labor-in-
tensive industries.

Defining the nationality of
brands is increasingly difficult, how-
ever. Huiyuan, which trades on the
Hong Kong stock exchange, is
23%-owned by France’s Groupe
Danone SA. U.S. private-equity firm
Warburg Pincus LLC owns 6.8%,
while the company’s founding chair-
man, Zhu Xinli owns 36%.

Investor William Hackney III,
managing partner of Atlanta Capital
Management Co., saw the collapse
of the deal as good news for Coke
shareholders in the short term as
Coke will have more cash on hand.
But in the long run, Coke will have to
pay more to build its infrastructure
in China, he said. His firm has about
$7 billion in assets under manage-
ment, including about 924,000 Coke
shares, valued at $38 million. It’s
also bad news for global markets,
Mr. Hackney said. “This is a disturb-
ing, protectionist move by China,”
he said. “You can’t really argue that
the juice business is a strategic in-
dustry like defense or energy.”

Analyst Marc Greenberg of Deut-
sche Bank AG, who rates Coke
shares a “hold,” said he expects
Coke to resume buying back its own
shares, as much as $1.5 billion, now
that it has more cash on hand. “I
don’t think anybody is really heart-
broken by this,” he said. “As the mar-
kets of the world have gotten a little
more tepid, the fact that they’ll have
more money in their pocket is not a
bad thing.”

He also said the deal’s collapse
shouldn’t be seen as a mark against
Mr. Kent, as the Chinese govern-
ment’s decision was “out of his
hands.” Mr. Greenberg said he ex-
pects the CEO to be on the hunt for
small deals in Eastern Europe, Latin
America or other parts of Asia as
companies that might not have been
open to a sale a year ago find them-
selves stalled for growth and
strapped for cash.

 —Andrew Batson in Beijing and
James T. Areddy in Shanghai

contributed to this article.

Beijing rejects Coke’s takeover attempt
Thwarted Huiyuan Juice deal could chill investment in China, while hampering attempts to expand abroad
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*Not from concentrate, reconstituted pure juice and pure frozen juice  **Includes withdrawn, rejected or expired transactions  
Sources: Euromonitor International (market share); Dealogic (failed deals); Thomson Reuters (deals); Associated Press (photo)

Top sellers of pure juice* in 
China, by brand owners in 2008

Huiyuan
32.6%

Dole Food
9.4%

Great Lake 
Tianjin Fresh 
Foods & Juice 
5.8%

Tingyi 
(Cayman Is.)
2.4%

Market share, by volume:

Other brand owners
49.8%

The one that got away
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CORPORATE NEWS

By Gordon Fairclough in
Shanghai, Carlos Tejada in
Hong Kong and Valerie
Bauerlein in Atlanta
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AVIATION AVIATION

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

AUCTIONS

TRAVEL

NOTICE OF HEARING
--------------------------------------------------------------------------------------------------------------------------------
IN THE GRAND COURT OF THE CAYMAN ISLANDS

CAUSE NO: 63 OF 2009
IN THE MATTER OF SECTIONS 86 AND 87 OF THE COMPANIES LAW (2007 REVISION)
AND IN THE MATTER OF NOBLE CORPORATION
AND IN THE MATTER OF NOBLE CAYMAN ACQUISITION LTD
--------------------------------------------------------------------------------------------------------------------------------
NOTICE IS HEREBY GIVEN that on 9 February 2009 Noble Corporation ("Noble Cayman") and Noble Cayman Ac-
quisition Ltd. ("Merger Sub"), presented a joint petition to the Grand Court (the "Petition") seeking:
1. The Court's sanction of two proposed schemes of arrangement:

a. a proposed scheme of arrangement between Noble Cayman, the holders of its ordinary shares (the
"Scheme Shares") and Noble Corporation (a wholly-owned subsidiary of Noble Cayman
incorporated under the laws of Switzerland) ("Noble Switzerland") pursuant to section 86 of the
Companies Law (2007 Revision); and

b. a proposed scheme of arrangement and amalgamation between Merger Sub, its sole shareholder
(Noble Switzerland) and Noble Cayman pursuant to sections 86 and 87 of the Companies Law.

2. Orders under Section 87 of the Companies Law (2007 Revision) with respect to Merger Sub including that:

a. it transfer all of its property, assets and rights, real and personal, liabilities and obligations of every
description and wherever situated to Noble Cayman;

b. it be dissolved without being wound up.

AND NOTICE IS FURTHER GIVEN that the said Petition is directed to be heard by the Grand Court on 26 March
2009 at 10.00 a.m. or as soon thereafter as it may be heard.

Any interested party desiring to support or oppose the making of an order on the Petition, whether as a creditor or
shareholder of Noble Cayman or Merger Sub or otherwise affected by the orders sought as aforesaid and desiring to be
heard on the said Petition, should appear at the time of the hearing in person or by counsel or attorney for the purpose.
The attorneys mentioned below will provide a copy of the Petition to any such person requiring the same.

Dated this 18th day of March 2009

Maples and Calder
Attorneys for Noble Cayman, Noble Switzerland and Merger Sub
Ugland House
PO Box 309GT
Grand Cayman
Cayman Islands

2001 Sikorsky S76C+
Executive Helicopter

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

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

'05 Gulfstream G450, '04 Hawker 800XP,
'04 Gulfstream G100

Off lease aircraft in excel lent
condition. Immediately available. Attractive
financing for sale or lease.

Ron.Green@cit.com
Nicole.Johnson@cit.com

972-677-1415 or 972-677-1405

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

175' FLORIDA GAMING
SHIPWITH SLIP

70% complete. Over $6M invested,
will sell for $3.5M as is. 22 tables-

165 slots-sportsbook 400 occpy. $10M/yr.
Mark (310) 247-3900,

playthered@hotmail.com

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

Truck & Travel Plaza
Price Reduced – Interstate

$18+M rev 2008
Fuel, truck wash, scales,

restaurant, repairs, C-Store
Motivated Seller

Leisure Real Estate Advisors
Brent Jaynes 913-894-5252

GOLDMINE FOR SALE
Central Gold Mine near Quincy,

California. Drill-indicated 100,000 ounces
on level access in old

workings. 100% ownership,
no royalties, $3.5 million.
Full report by email.
clifton@gbis.com or
(775) 291-4076

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT

CONNECTIONS

IN EUROPE.

THE WALL STREET

JOURNAL EUROPE.

To advertise

Emma Balogun

Advertising Sales Executive

TheWall Street Journal Europe

+44 20 7842 9608 (direct)

+44 20 7842 9650 (fax)

emma.balogun@dowjones.com

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

CAPITALWANTED
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By Antonio Regalado

Marcelo Tas is one of Brazil’s best-
known TV hosts—a tropical version
of Comedy Central’s Jon Stewart. His
mix of humor and journalism also has
made him a hit on Twitter, a social-
messaging service where more than
18,000 people have signed up to re-
ceive short updates on his thoughts.

Thanks to Mr. Tas’s growing on-
line following,
Telefónica SA re-
cently approached

him to help pitch the Spanish tele-
com company’s new fiber-optic In-
ternet and TV service in Brazil. As
part of the deal, whose financial
terms haven’t been disclosed, Mr.
Tas has agreed to mention Telefóni-
ca’s service in his Twitter messages.

The arrangement shows one way
marketers have started tapping into
the fast-growing popularity of Twit-
ter, which was launched less than
three years ago and allows users to
broadcast messages—or
“tweets”—of no more than 140 char-
acters. Users gain “followers” as oth-
ers sign up to receive their texts.

In the U.S., big marketers such as
Walt Disney also are striking deals
with widely followed Twitter users

to get them to pitch products.
Twitter’s ranks of users have

grownexplosively.UniqueU.S.visitors
to the Twitter.com Web site surged to
sevenmillionlastmonthfrom500,000
in March 2008, according to Nielsen.
And advertisers aren’t far behind. The
question now: how to tap into the
“whuffie”—or influence—of the site’s
most popular users.

Despitethepopularityofsocial-me-
dia sites such as Facebook, such sites
havehadahardtimeattractingsignifi-
cant ad dollars. Some advertisers are
reluctant to put ads on pages whose
content they don’t control. And many
Internetusers simply ignore ads when
they’re chatting with friends.

Though plenty of risks remain,
some marketers believe Twitter could
change all that, partly because of its
emphasis on rapid-fire, real-time and
mostly public messages. “It’s going
somewhere that is going to be very
powerful in the future,” says Mike
Sheetal, founder of UltraSuperNew, a
digital-advertising firm in Tokyo. But,
he adds, marketers shouldn’t expect
Twitter to become the new answer for
their brands overnight, “because not
everyone is on it yet.”

Even so, the site has proved to be
an effective way to push agendas.
U.S. President Barack Obama has ac-

cumulated more than 492,000 fol-
lowers on Twitter since an aggres-
sive online campaign helped him win
the election in November.

Some Twitter users are already
trying to cash in. About 3,300 of them
have signed up with Twittad LLC, a
Des Moines, Iowa, firm that tries to
connect them to marketers who want
to place ads and send commercial text
messages from their accounts.

For now, such “sponsored tweet-
ing” is a small-scale business. Twittad
founder James Eliason says his high-
est-earning twitterer makes a “few
hundred” dollars a week. Clients aver-
age about 750 followers. “At this time
in the U.S., there is no known major ce-
lebrity doing” sponsored tweeting,
Mr.Eliasonsays.“Buttheywouldexert
huge influence if they did.”

Some corporations have already
won recognition for using Twitter ef-
fectively. Comcast has a customer-
service representative who scours
Twitter for comments about its ser-
vice, then intervenes with a “Can I
help with anything?”

“There are a lot of brands talking
to people directly, and doing well. I
would encourage brands to do that
before they buy their way into Twit-
ter,” says Andrew Frank, an analyst

at technology research firm Gartner
in Stamford, Conn. Still, he says,
“This idea of compensating influen-
tials to talk about your brand is prob-
ably going to grow.”

Mr. Tas, 49 years old, is a distinc-
tive presence in his black suit, thick-
rimmedglassesandbaldhead.Hesays
he began using Twitter regularly last
year, mostly as a way to post links to a
TV show he hosts. “I never imagined it
would be worth any money,” he says.

Digital agency iThink, in São Paulo,
conceived the Twitter campaign and
signed Mr. Tas. Telefónica’s fiber-op-
tic service, called Xtreme, is geared to
heavyInternetusersandisavailableto
only 370,000 homes in Brazil. A TV
campaign would have reached too
broad a public, says the company’s
marketingdirector,LuizCarlosPimen-
tel. So over the next six months,
Telefónica plansto spend $2.5million,
largely on online advertising.

According to iThink, Mr. Tas will
limit his “tweets” related to the
Telefónica product to about 20 a
month. “Twitter has its own dynamic
andthebrandcan’tinvadeinanaggres-
sive way,” says Marcelo Tripoli,
iThink’s founder and CEO. Mr. Tas’s
Twitter page will carry a discrete
Telefónica logo, because “he is not go-
ing to hide that he is promoting the
product” Mr. Tripoli adds.

BMW keeps 2012 target
Auto maker declines
to make ’09 forecast
amid market woes

In Brazil, Telefónica bets
on a celebrity’s ‘tweets’

Shoppers at an AutoNation dealer in Delray Beach, Fla. The U.S. chain says it will
make car payments for six months if a buyer loses his or her job.

AutoNation adds layoff guarantee

ADVERTISING

Marcelo Tas, flanked by one of his co-hosts Monday on the Brazilian comedy
program “CQC,” has a Twitter following of more than 18,000 people.
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BMW doesn’t expect to match its 2008 sales level this year as the auto market
continues to shrink. Above, BMW Mini cars at a dealership in England in February.
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CORPORATE NEWS

By Kate Linebaugh

With U.S. unemployment at a
26-year high and vehicle sales at a
28-year low, the auto industry is try-
ing to combat the fear among some
buyers that they might lose their job
and be unable to make car payments.

AutoNation Inc., the largest U.S.
vehicle dealership chain, plans to
cover six months of car payments for
buyers who become unemployed.
Starting at 33 dealerships in Florida,
AutoNation plans to roll out the pol-
icy to its 239 stores nationwide. The
coverage will be free with any vehi-
cle—new or used, leased or financed.

The strategy was pioneered by
Hyundai Motor Co., which in Janu-
ary launched its “Assurance” cam-
paign. The goal is to allay buyers’
fears of making a large purchase at a
time of widespread layoffs.

“Consumers were paralyzed,”
said Joel Ewanick, Hyundai’s head of
marketing. “We had to find some
way to give them peace of mind.”

General Motors Corp. said it has
looked into a similar plan to combat
plunging consumer confidence. The
marketing ploy has taken off in other
industries as well. Suitmaker Jos. A.
Bank Clothiers Inc., the Minnesota
Timberwolves basketball team and
U.S. carrier JetBlue Airways Corp.
all have offered similar programs to
people who lose their jobs.

“You can have all the incentive
that you want for a vehicle, but if a
customer doesn’t have the confi-
dence they are going to be employed
it is difficult for them to take advan-

tage of it,” said Mike Maroone, Auto-
Nation’s president and chief operat-
ing officer. Mr. Maroone hopes the
program will boost sales 10% to 15%.

What these programs achieve, in-
dustry watchers say, is to grab the at-
tention of consumers saturated by of-
fers of cash rebates and below-mar-
ket loan rates.

The layoff-protection plans are
“breaking through the white noise,”
said Jessica Caldwell, an industry an-
alyst at Edmunds.com.

Hyundai is one of four auto mak-
ers to post sales increases this year,
raising its market share to 4.1% for
the first two months of 2009 from
2.7% in December, before the buyer-
assurance program was announced.
While the program was believed to
play a role, Hyundai also benefited

from higher sales to rental fleets and
a 40% increase in incentive spend-
ing.

Under AutoNation’s program,
monthly car payments of up to $500
will be covered for six months after
the buyer becomes unemployed. The
program doesn’t kick in until a buyer
has made three months of payments,
and expires after 12 months.

If, after six months, the consumer
still cannot make the payments, the
buyer would return the car to the
lender. That could hurt the buyer’s
credit rating.

Chicago-based Warranty Group,
an insurance company, will bear Au-
toNation’s cost to a maximum of
$3,000 a vehicle. AutoNation is pay-
ing Warranty Group an undisclosed
sum.

By Christoph Rauwald

MUNICH—BMW AG Wednesday
stuck to its profitability targets for
2012, but said it couldn’t make a reli-
able forecast for this year as it expects
global auto markets to remain dis-
tressed.

“2009 will be a transitional year
for which we cannot make any reliable
forecast,” BMW Chief Executive Norb-
ert Reithofer said in a statement, add-
ing that he wanted to “preserve the in-
dependence” of the company.

BMW doesn’t expect to match the
2008 sales level this year. Mr. Rei-
thofer said global auto markets are
likely to shrink by between 10% and
20% this year, with the economy start-
ing to pick up next year.

By 2012, BMW, the world’s biggest
luxury-car maker by sales,targets a re-
turn on capital employed of 26% and
return on sales in its auto segment be-
tween 8% and 10% based on earnings
before interest and taxes, or Ebit.

Until now, BMW had aimed to sell
1.8 million cars in 2012. Mr. Reithofer
said the company doesn’t expect to
reach that target, noting that sales in
2012 are expected to come in “at least
100,000 units” below the initial fore-
cast.

“At that point we will also gain ad-
ditional momentum from our re-
newed product range. The ramp-up of
our highest-volume models between
2010 and 2012 will enforce this trend,”
he said.

Last week, the Munich-based com-
pany posted a fourth-quarter loss be-

fore interest and taxes of Œ718 million
($934.4 million), compared with a
year-earlier profit of Œ1.31 billion. The
fourth-quarter earnings were
weighed down by charges of Œ1.13 bil-
lion, made up of Œ931 million related
to risk provisions and Œ197 million
tied to job reductions.

Along with almost all other auto
makers, BMW is suffering from a
steep decline in demand for cars
amid the economic downturn, which
accelerated toward the end of last
year. BMW was particularly hard hit
by the sharp downturn in the U.S., its
largest single market.

The company has initiated a far-
reaching program, dubbed Number
One, aimed at streamlining costs and
restoring profitability. BMW con-
firmed that it plans to exceed the ini-
tial target of Œ4 billion of material-
cost reductions by 2012 as part of a
wider cost-cutting target of Œ6 billion.

Lower expenses in materials, produc-
tion and development are expected to
account for two-thirds of the planned
overall cost reduction. Cutbacks on
personnel costs are expected to yield
savings of as much as Œ500 million
each year from 2009.

BMW issued two profit warnings
last year and it announced plans to
slash production to adjust to shrink-
ing demand and avoid inventory
buildup.

Chief Financial Officer Friedrich
Eichiner said BMW cut production by
96,000carsinthefourthquarter.Inthe
U.S., “the average residual value loss
per vehicle declined slightly” in the
firsttwo months of theyear, he said.

BMW’s global sales in 2008 were
down 4.3% from 2007 at 1.44 million
cars, though its core BMW brand re-
mained the world’s best-selling pre-
mium brand even as sales fell 5.8%
to 1.2 million vehicles.
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By Alina Dizik

When James Wall, global manag-
ing director of talent solutions at De-
loitte Touche Tohmatsu, decides
where to send employees for educa-
tion, hands-on global business expe-
rience is near the top of his list of
needs.

“Sitting in North Carolina with a
[classmate] from Singapore isn’t like
going to Singapore and studying
there,” says Mr. Wall. He expects De-
loitte to sponsor about five employees
to attend Duke University’s Fuqua
School of Business expanded Cross
Continent Program, an executive
M.B.A. that takes place in six coun-
tries over 16 months. Mr. Wall says a
global mind-set “is moving up the
chain as a measure of success” at the
firm and that global experience will
soon become a requirement for part-
ners at the firm.

And business schools are shifting
quickly to meet the rising demands
formore tangible international educa-
tion from companies like Deloitte.
While global business has long been
an M.B.A. buzzword, schools are go-
ing beyond what, until now, has been
passablefor claiming international ex-
pertise: touting the number of foreign
students on campus, pushing week-
long overseas visits, or highlighting
loosely defined international partner-
ships.

In the past, business-school
deans would talk about all their part-
nerships and alliances, but the part-
nerships weren’t usually robust, says
Tim Westerbeck, managing director
at Lipman Hearne, a Chicago market-
ing firm and consultant for dozens of
top business schools. “Now, what you
see happening is the schools them-
selves [are behaving] very much like
a transnational corporation,” Mr.
Westerbeck says.

As part of that change, many
schools are focusing on providing
more meaningful international experi-
ences. To that end, experiential learn-
ing—where students are immersed in
real-world experiences—is becoming
mainstream. The Global Initiatives in
Management Program at Northwest-
ern University’s Kellogg School of
Management sent its biggest group of
first-year M.B.A.s to work on research
projects abroad last year—380 stu-

dents, or roughly half the class, spent
two weeks in a total of 21 countries af-
ter two months of prep work.

Last year, the school also
launched Global Lab, a program
aimed at second-year students. They
pair up with international compa-
nies to work on consulting projects.
Mehmet Ataman, chief executive of
KBB, a Turkish hospital-equipment
manufacturer, says executives at his
150-person company have had twice-
weekly Skype calls with a group of
Kellogg students in the Global Lab
program for the past four months.
This month, the four-person Kellogg
team will spend two weeks in Turkey
to finalize an international market-
ing strategy project for the company.
“This is a good opportunity for my
people to work with international
students,” says Mr. Ataman, who is
so far pleased with the results.

At theUniversity of California-Ber-
keley’s Haas School of Business, about
one-third of the full-time M.B.A. class
goes through the school’s Interna-
tional Business Development pro-
gram. In the program, small teams
work on consulting projects through-
out the world. “It’s gone from a nice
thing to do on the sidelines, to the rea-
son why students [say they] are com-
ing to the school,” says Sebastian Teu-
nissen, the professor who heads the
program. Students spend three weeks
abroad as part of their projects.

Other schools are experimenting
with how to create more meaningful
partnerships abroad. Organizers of

the executive M.B.A. program at the
University of Maryland’s Smith
School of Business in China (apartner-
ship with the University of Interna-
tional Business and Economics in
Beijing) are considering a more inte-
grated curriculum that draws on con-
tent from both Chinese and American
professors. Right now, most of the
content is U.S.-centric, even the
pieces taught in China.

Anil Gupta, a strategy professor at
the school and co-author of “Getting
China and India Right,” says the
courses in the program need to cover
topics that the emerging population
of Chinese managers can relate to. Mr.
Gupta himself swapped a case study
on Walt Disney Co. with one on a Chi-
nese company in an executive-educa-
tion course he recently taught in
Shanghai.

Undergraduate business pro-
grams also are beginning to move be-
yond traditional study abroad pro-
grams. This fall, incoming students to
the new International Business and
Chinese Enterprise program—a part-
nership between the University of
SouthCarolina’s Moore Schoolof Busi-
ness and Chinese University of Hong
Kong—will have a chance to spend
two years studying at each institu-
tion. The program will include intern-
ships in both countries. “You can’t
forgo deep cultural immersion,” says
Scott Koerwer, deputy dean of profes-
sional programs at the business
school.

Strengthening their ties
Business schools
focus on providing
global experiences

Getting their M.B.A.s
with dash of savoir-faire

Schools are providing more international
experiences. Experiential learning—where
students are immersed in real-world
experiences—is becoming mainstream.

By Jane Porter

In April, C. Todd Lombardo will
leave his $115,000-a-year job as a
marketing manager and board a
plane for Madrid. As a student at In-
stituto de Empresa Business School,
he’ll be joining the ranks of Ameri-
cans opting to earn M.B.A.s on for-
eign soil.

An M.B.A. from a European
school is appealing in this climate.
For one, European schools typically
offer an M.B.A. program that is
shorter—between 10 and 16 months—
than the 21-month programs in the
U.S. The condensed format means
less tuition to pay. “When you com-
pare it dime-for-dime … you are get-
ting an M.B.A. degree for half the
cost,” says Mr. Lombardo, whose
13-month program will cost Œ48,000,
or about $62,500, compared with up-
ward of $90,000 at a top-tier two-
year U.S. program.

It isn’t just price but access to a
wider job market that has Americans
going abroad for their M.B.A. This
year, U.S. students outnumber all
other nationalities for the first time
at INSEAD, based in Fontainebleau,
France, and that number may grow.
At INSEAD, 80% of the school’s
M.B.A.s spend time on the Singapore
campus. And the school has an execu-
tive education and research center in
Abu Dhabi. The global campuses give
students a network of contacts in
Asia and the Middle East. “The job
market isn’t great anywhere, but it’s
relatively better in Asia and the Mid-
dle East,” says Frank Brown, the
school’s dean.

Students see going to an overseas
business school as a way to stand out
in a job market packed with U.S. busi-

ness-school graduates. “Students
think to themselves, ‘How do I inter-
nationalize myself?’ ” says Christo-
pherMcKenna,M.B.A.programdirec-
tor at Oxford University’s Saïd Busi-
nessSchool.“Onesignalofthattoem-
ployers is that you are willing to get
your degree in another country.”

And at a time when careers in fi-
nance are floundering, European
business schools see a former weak-
ness as an advantage: They have tra-
ditionally attracted fewer finance
and consulting recruiters compared
with U.S. programs. Stronger job
placement in manufacturing, tech-
nology and consumer goods is add-
ing to the appeal of a European
M.B.A. At IE, for example, only 20%
of students end up in finance as com-
pared with 45% of Harvard Business
School’s latest graduating class. At
some U.S. schools, up to 60% of stu-
dents end up in finance.

“Your conventional model of go-
ing to a U.S. business school to get a
U.S. M.B.A. to then get a U.S. consult-
ing position in a U.S. firm is being
challenged right now on all fronts,”
says David Bach, associate dean of
the M.B.A. Program at IE.

European M.B.A. programs are
stepping up recruiting efforts. This
week, Anna Farrus, admissions man-
ager at Oxford, will meet with pro-
spective M.B.A. students in San Fran-
cisco, Washington, D.C., and New
York. And at IMD in Lausanne, Swit-
zerland, the admissions office is ag-
gressively recruiting from a data-
base of more than 1,000 prospective
U.S. students, connecting candidates
with local alumni.

 Read more about what schools are
doing at wsj.com/mba

At INSEAD, 80% of the school’s M.B.A.s spend time on the Singapore campus.
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FRANCHISING

Where Franchise
Opportunities
Find Successful
Entrepreneurs

To sell your franchising operations,
please call 44-20-7842-9600

or 49-69-971-4280
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Chugai reveals Roche drug dangers

By Daisuke Wakabayashi

TOKYO—Facing the prospect of
a record loss and the possible need
for additional capital to shore up a
battered balance sheet, Toshiba
Corp. said its chief executive will
step down in June and be replaced
by a veteran of the company’s nu-
clear-power business.

Norio Sasaki, the 59-year-old
head of Toshiba’s infrastructure sys-
tems group,will become the next pres-
ident and CEO in June, pending share-
holder approval. The current CEO, At-
sutoshi Nishida, 65, will become the
company’s chairman as part of the
management change. Tadashi Oka-
mura, the current chairman, will be-
come an adviser to the board.

Toshiba’s shuffle is the latest
within Japan’s struggling manufac-
turing industry, which is going
through an unusual number of top
management changes. It comes two
days after Hitachi Co. announced its
president will step down at the end
of March as it heads for the biggest-
ever loss by a Japanese manufac-
turer. Sony Corp. also replaced its
president, handing CEO Howard
Stringer additional responsibilities.
Toyota Motor Corp., and Honda Mo-
tor Co. also announced top manage-
ment changes this year.

The changes at Toshiba come as
the company’s recent expansion
strategy has backfired. Mr. Nishida
became president in June 2005 and
embarked on an ambitious acquisi-
tion and investment strategy rarely
seen by the sector since the 1980s,
when Japan’s sprawling electronics
conglomerates dominated nearly ev-
ery corner of the technology indus-
try. But flaws in Toshiba’s strategy
have become apparent in the latest
economic downturn.

In what was the biggest acquisi-
tion in Toshiba’s history, the com-
pany paid $3.7 billion for a majority
stake in nuclear power technology
firm Westinghouse in 2006. It has
also invested billions of dollars to ex-
pand flash memory chip production
capacity to keep pace with Samsung
Electronics Co.

While the deals and investments
provided Toshiba a foothold in
promising global businesses such as
nuclear energy, lithium-ion batter-
ies for electric cars and solid-state
memory drives for computers, it has
also left the company financially
overstretched. Toshiba has in-
curred heavy losses as chip produc-
tion lines have gone idle, and its
debt-laden balance sheet is dealing
with the additional burden of hav-

ing to make up shortfalls in its pen-
sion from a slide in equity prices.

Toshiba is forecasting a record
net loss of 280 billion yen ($2.84 bil-
lion) for its fiscal year ending March
31. Its credit rating was downgraded
in January under the weight of
nearly 1.8 trillion yen in debt.

Investors and analysts expect
Toshiba to raise capital in the next
few months, possibly through issu-
ing shares. At a news conference
Wednesday, Mr. Nishida said
Toshiba is considering raising capi-
tal, but didn’t provide any details.

Mr. Sasaki, who led the compa-
ny’s acquisition of Westinghouse
and whose motto is “perseverance
will open the way,” said Wednesday
his first priority will be to imple-
ment Toshiba’s restructuring plan
announced in January and return
the company to profit in the coming
fiscal year. Toshiba’s restructuring
calls for a 300 billion yen cut in fixed
costs, a 50% cut in semiconductor
capital spending and reorganizing
its chip operations. Mr. Sasaki said
he plans to inform the media later of
his vision and strategy.

Analysts have said the company
will probably need to take addi-
tional measures like pulling out of
unprofitable businesses.

Mr. Sasaki, whom Mr. Nishida
called his “right-hand man,” started
at Toshiba designing piping sys-
tems for nuclear power plants and
has an engineering background. He
has spent his career in Toshiba’s
power systems business and has no
experience in the company’s elec-
tronics and semiconductor busi-
nesses. His infrastructure systems

division was the only Toshiba busi-
ness division to post a profit in the
fiscal quarter ended Dec. 31.

“Toshiba chose the right person
because by putting Sasaki in charge
it shows that it will be focusing
more on its heavy electric business
like nuclear power,” said Yuichi
Ishida, an analyst at Mizuho Inves-
tors Securities Co.

Mr. Nishida said that stepping
down as CEO had nothing to do with
the company’s current problems
and that he had intended to stay in
the role for only four years. His pre-
decessor, Mr. Okamura, held the top
job for five years.

“I thought it was important for
the person executing our restructur-
ing to be the same one who decides
how the company rebuilds after-
wards,” said Mr. Nishida, who studied
German political thought and joined
Toshiba through an affiliate in Iran.

With a management philosophy
that “the greatest risk is not being
willing to take a risk,” Mr. Nishida is
an unconventional Japanese execu-
tive, and Toshiba’s aggressive
growth strategy reflected his views.

By contrast, Toshiba’s rivals,
NEC Corp. and Fujitsu Co., have
spent most of the past decade slim-
ming down and moving away from
capital-intensive businesses built
up over years.

Toshiba’s revenue has grown 31%
since Mr. Nishida became president,
while Fujitsu’s revenue rose 11% and
NEC’s revenue fell 4% during the same
period. But while NEC and Fujitsu had
slower growth, analysts say they are
now better positioned than Toshiba
to weather the financial risks.

For its part, Toshiba exited the
volatile DRAM chip business in
2002, and Mr. Nishida pulled the
plug on its next-generation DVD busi-
ness. But Mr. Nishida aggressively
pursued areas targeted for growth.

Toshiba paid nearly triple the ini-
tial asking price for Westinghouse,
an investment it saw as necessary to
have a global presence in nuclear en-
ergy. The total price for Westing-
house was $5.4 billion, but its part-
ners assumed a third of the stake,
leaving Toshiba with a $3.7 billion
cash outlay.

In the last two fiscal years end-
ing March 31, 2008, the company
also spent nearly 800 billion yen in
capital expenditures to ramp up out-
put at its chip business, including a
90 billion yen acquisition from Sony
of a factory that produces proces-
sors used in Sony’s PlayStation 3
game console.

Last month, Toshiba said it
agreed to acquire Fujitsu’s hard-
disk drive business for an undis-
closed sum.

The Westinghouse deal was con-
sidered a risky move in the short
term, because it diverted financial
resources from the semiconductor
business, an industry notorious for
its heavy capital requirements, but
Mr. Nishida saw the deal as an impor-
tant part of a long-term plan.

“It’s hard to justify then, now and
for the near future, but if Toshiba is
able to execute its change strategy—
and that will be challenging— [the
Westinghouse purchase] could be
seen in 10 years as the smartest thing
it’s ever done,” said Damian Thong,
analyst at Macquarie Securities.

Toshiba chief to step down in June
Major loss looms
as expansion pushed
by Nishida backfires

By Yoshio Takahashi

And Kenneth Maxwell

TOKYO—Roche Holding AG’s
new rheumatoid arthritis treatment
might have been a causal factor in
the death of 15 out of nearly 5,000
people who took the drug in Japan,
with serious side effects such as
pneumonia and severe fever de-
tected in over 200 people, Roche’s
Japanese partner said Wednesday.

The drug, Actemra, is one of
Roche’s most important new prod-
ucts in development.

A spokesman for Chugai Pharma-
ceutical Co., which is 60%-owned by
Roche, confirmed Japanese media
reports on a study into nearly 5,000
users of Actemra. The spokesman
said the company “can’t deny” that
there may have been “a causal rela-
tionship” between the drug and the
deaths. He said the company will
provide more information so that
doctors can have a better under-

standing of possible side effects.
The study was conducted by the

Japanese company as part of re-
quirements imposed by Japan’s Min-
istry of Health, Labor and Welfare
when the drug was approved.

Roche said that the death rates
among patients taking Actemra were
similar to those of rheumatoid-arthri-
tis patient populations generally, and
also similar to those of patients tak-
ing other biological drugs for rheuma-
toid arthritis. “We don’t see a devia-
tion here that gives us reason for con-
cern,” a Roche spokeswoman said.

A pharmaceutical analyst for
Morgan Stanley said the death rate
of roughly 0.3% of Actemra users is
similar to the death rate of Enbrel,
an “established RA therapy.” Mor-
gan Stanley said it continues to fore-
cast peak Actemra sales of 1.65 bil-
lion Swiss francs ($1.39 billion).

Actemra is approved for rheuma-
toid arthritis in Japan and the Euro-
pean Union but not yet in the U.S.,
where the Food and Drug Adminis-
tration has asked the company for a
new animal trial of the drug and
other information.
 —Jeanne Whalen

contributed to this article
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Norio Sasaki will take over as 
Toshiba’s president in June 

By Daniel Michaels

And Stefania Bianchi

The decision by Dubai’s Emir-
ates Airline to yank its new Airbus
A380 jetliners from service to New
York is the latest blow to the reputa-
tion of the world’s largest passenger
plane just as it was starting to re-
cover from a troubled development.

Emirates officials said that fall-
ing passenger demand—and not any
problems with the A380—had
prompted the airline to redeploy its
two superjumbos currently flying to
New York’s John F. Kennedy Interna-
tional Airport onto its Toronto and
Bangkok routes beginning June 1.
Emirates plans to serve JFK with a
smaller Boeing 777 model.

Airlines world-wide, including in
the oil-producing Persian Gulf region,
have been grounding planes and cut-
ting routes amid the economic crisis.
Dubai is particularly feeling the pinch
as real-estate development, which
had fueled local growth, has plum-
meted. Both Emirates and Abu Dhabi-
based Etihad Airways have reported
a fall in passenger numbers.

The decision to cut capacity on
the route also highlights a little-
known reality of the airline busi-
ness: Few carriers actually make big
profits on popular routes served by
many competitors, where capacity
often exceeds passenger demand.

Emirates’ decision to downsize
comes days after Airbus said it was
addressing a list of complaints from
Emirates about the A380’s perform-
ance. Australia’s Qantas Airways
Ltd., another A380 operator, earlier
this month said it was forced to
ground temporarily some of its two-
deck planes for technical reasons.

The glitches mark a setback for
Airbus, which slowly had been re-
storing the image of its superjumbo
after costly and embarrassing de-
lays. Airbus, a unit of European
Aeronautic Defence & Space Co., is
still billions of dollars over-budget
on the program and more than two
years behind schedule.

EADS Chief Executive Louis Gal-
lois recently said that building the
plane “is still a challenge.” Manufac-
turing one A380 requires the same
manpower as nine of its single-aisle
A320 jetliners, he said.

The A380’s first flights got off to
a good start. Singapore Airlines Ltd
said its first A380, which entered
service in October 2007, has been fly-
ing reliably. But Emirates, which got
the first of its four current A380s
last July, had to ground them briefly
in September due to problems that
it later said were tied to the plane’s
electrical systems.

Other problems have since
arisen that were relatively minor
but still significant enough to take
the planes out of service tempo-
rarily. An Airbus spokeswoman said
the company was “doing everything
we can to eliminate the reported is-
sues as quickly as we can.”

Tim Clark, president of Emirates—
which is the biggest customer for
the A380, with 54 more still on order—
said earlier this week that such prob-
lems are common with new planes.
Officials specified on Wednesday
that their decision to take the A380
off the New York service was unre-
lated to the technical issues.

“When economic conditions im-
prove, we anticipate demand will be
restored on the Dubai-New York JFK
service, at which time Emirates will
certainly evaluate redeploying the
A380 on this route,” an Emirates
spokeswoman said.

Emirates pulls
Airbus A380
from N.Y. route

Executive Travel Program

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

www.advantipro.de

6 THURSDAY, MARCH 19, 2009 T H E WA L L ST R E ET JO U R NA L .

Microsoft’s new IE8 falls short of Firefox
Speed difference
outweighs strong set
of improved features

By Walter S. Mossberg

T
HE WEB browser is argu-
ably the most important
piece of software on a
computer. No longer just
a tool for perusing or

searching for information, it has be-
come, for many people, their princi-
pal communications medium, their
photo album, their newspaper, so-
cial club, bank and shopping mall.

And, among Web browsers, by
far the most popular is Microsoft’s

Internet Explorer,
or IE, which comes
on every new Win-
dows computer. So
when Microsoft

changes Internet Explorer, those
changes affect vast numbers of peo-
ple, and the Web itself. This week,
Microsoft is changing its browser in
a major way. On Thursday, the com-
pany will release IE8, the biggest
overhaul of Internet Explorer in
years.

I’ve been testing IE8 for months,
first using its prerelease versions
and, more recently, the final ver-
sion. I’ve found it to be a big im-
provement over its predecessor, IE7,
and a much closer competitor to its
main rival, Mozilla’s Firefox. IE8 is
more stable than IE7, more compati-
ble with industrywide Web stan-
dards, and packed with new fea-
tures that improve navigation,
search, ease of use, privacy and secu-
rity.

Some of these features can’t be
matched out of the box by rival
browsers. For instance, related tabs
are color-coded, the search field can
show images along with text, you
can get instant fly-out maps of place
names in Web pages, and you can
easily hide your tracks online from
the prying eyes of advertisers.

But, in my tests, IE8 wasn’t as
fast as Firefox, or two other notable
browsers—the Windows version of
Apple’s new Safari 4 and Google’s
Chrome. IE8 loaded a variety of
pages I tested more slowly than any
of the other browsers, and it grew
sluggish when juggling a large num-
ber of Web pages opened simulta-
neously in tabs.

For that reason, I can’t say that
IE8 dethrones my previous browser
champ, Firefox. If you’re a light-
duty user and attracted to the new
IE’s strong suite of fresh features,
you might prefer it to Firefox. But if
you would be bothered by the speed
difference, or the slowdown I saw
under a heavy load, Firefox would
still be better.

Microsoft is making IE8 avail-
able, free, at noon EDT Thursday, for
both Windows XP and Windows
Vista, at microsoft.com/ie8. A ver-
sion also will be tailored for the
forthcoming Windows 7, the next

edition of the company’s operating
system. But that version won’t be
available until the next prerelease it-
eration of Windows 7 comes out. It
will also be automatically offered
via the Windows Update system
over the next few months.

Unlike its competitors, IE8 won’t
be available in a Macintosh version,
though I found it worked fine on a
Mac that is running Windows along-
side the Mac’s own operating sys-
tem.

Favorites and tabs

This new Internet Explorer looks
a bit different, right away. It finally
displays, by default, the old Links
bar, now renamed the Favorites Bar.
This is a toolbar near the top of the
screen where you can store your
most-used Web sites or folders con-
taining groups of frequently
visited sites, for convenient
access. It’s like the Book-
marks Toolbar in Firefox or
the Bookmarks Bar in Safari.
This bar was available in
older versions of IE, but was
hidden unless you turned it
on.

And this Favorites Bar
has a couple of nice features.
There’s a one-click button
that will add any Web site to
the bar, as opposed to adding
it to the longer Favorites list
of less-frequently visited
sites. And, to help fit as many
sites as possible on the bar,
IE8 has a command that auto-
matically condenses the ti-
tles of the entries.

There are also big
changes in the way tabbed
browsing works. In IE8, tabs
you open from links on the
same Web site are grouped
together and color-coded.
And when you have too many
tabs to see at once, you can
click on a button to see mini
images of the pages they rep-
resent, or, alternatively, you
can get a quick text list of all
of them.

In addition, when you create a
new, empty tab, IE8 displays a num-
ber of choices inside the page. These
include the ability to reopen tabs
you’ve closed or to perform various
actions on text you’ve copied, such
as emailing or blogging it.

There also is an optional Sug-
gested Sites feature, which pops up
a list of other Web pages that might
be similar to, or related to, the page
you’re viewing. This feature doesn’t
always do a great job, but when it
works, it’s handy. For example,
when I was reading the BBC’s Web
site and clicked Suggested Sites, IE8
listed a variety of other British news
sources I hadn’t bookmarked.

Addresses and search

Like the other major Web brows-
ers, IE8 now also makes smart sug-
gestions about what you might be
looking for when you type some-
thing into its address bar or its
search box. In the address bar, these

are based on your history and your
Favorites. In the search box, they
are based on suggestions from what-
ever search engine you choose to
view in the box, plus your history.
All of these suggestions are orga-
nized nicely. (If you are using Win-
dows XP, you must install Mi-
crosoft’s desktop search product for
all of these features to work.)

But the IE8 search box does two
things the other browsers don’t.
First, it allows search engines to
show images in the search results
that drop down from the box, some-
thing Microsoft calls Visual Search.
With some providers, like Google,
you don’t see images, at least not to-
day. But with others, such as Wikipe-
dia and Amazon, images show up.

Second, and more important,
IE8’s search box lets you switch

search providers on the fly by just
clicking on an icon at the bottom of
the results list. So, for instance, you
could type in Red Sox, see the re-
sults in, say, Google, and then with-
out retyping your search term, al-
most instantly get different results
from Yahoo or from Microsoft’s Live
Search engine, by just clicking their
icons.

Surfing tools

IE8 includes a new feature called
Accelerators, which can perform
specific actions on any text you se-
lect in a Web page, often without tak-
ing you to a new page. When you se-
lect text, a light-blue icon appears
near it. When you click on that icon,
you get a list of options. For in-
stance, you can translate the text to
another language, email it, blog it
or, if it’s a place name, map it.

Depending on which company’s
services your chosen accelerator is
using, these actions can happen
right on the page you’re viewing, in

a fly-out panel. For example, I se-
lected the word “Beijing” in a news
story, chose Map with Yahoo from
the Accelerator list, and got a map
showing Beijing in a small window
atop the same page.

When you install IE8, Microsoft
suggests you use its own set of accel-
erators, but gives you the option to
choose from Google, Yahoo and
other competitors. A full list of accel-
erators, search engines and other
add-ons for IE8 is at ieaddons.com
at the bottom left of the page.

Another nice feature is called
WebSlices. This requires some ef-
fort on the part of Web page publish-
ers and is on only a small number of
pages right now. But it allows a user
to add to her Favorites bar a con-
stantly updating section of a Web
site, complete with graphics, by just

clicking a green icon that appears on
the site. For instance, I added to my
Favorites bar a slice that shows the
top stories on digg.com.

Speed and stability

Microsoft claims IE8 is very fast,
but in my tests, speed and perform-
ance were its worst attributes. Us-
ing two computers, one running Win-
dows XP and one running Windows
Vista, I timed the loading of a half-
dozen popular Web sites, plus two
folders containing numerous news
and sports sites. I repeated the test
in IE8, and in Firefox, Safari 4 and
Chrome. In every case, IE8 loaded
the pages and folders more slowly
than most of the other browsers,
and in most cases it came in dead
last.

In some instances, the differ-
ences were tolerable—a few sec-
onds. In others, primarily the fold-
ers containing nine or 21 sites, re-
spectively, IE8 took two or three
times as long as one or more of the

other browsers to complete the task.
Microsoft conducted its own tests,
which show IE8 winning similar
tests, but I rely on mine, which I also
use when evaluating its competi-
tors. You can judge for yourself.

IE8 never totally crashed on me.
This is partly because when one tab
crashes, it’s designed to leave the
others unaffected. However, in my
tests on both machines, I found that
IE8’s general operating speed—
things like opening menus or switch-
ing among tabs—slowed down no-
ticeably when I had 15 or 20 sites
opened in tabs, even after they fin-
ished loading.

Security and privacy

By contrast, IE8 shines in the ar-
eas of protecting you on the Web.
Like other browsers, it warns you

when a Web site you’ve
reached might be a phishing
page, designed to steal your
identity, or a page that’s
known to distribute mali-
cious software. And, like oth-
ers, IE8 allows you to con-
duct a private browsing ses-
sion that won’t leave any his-
tory or other evidence on
your own PC.

But IE8 also has a feature,
called InPrivate Filtering,
thatthecompanysayswillop-
tionallyallowyou tosurfmul-
tiple Web sites without leav-
ingthekinds oftracks onWeb
servers that allow advertis-
ers and others to know where
you’ve been and what you did
there. I was unable to test the
effectiveness of this feature,
but assuming it works, it’s a
step forward in privacy.
Compatibility

IE8 had good compatibil-
ity with most Web sites I vis-
ited. But in some cases, it
didn’t render a page prop-
erly. This is mainly because
some sites were designed for
older versions of IE, which

used proprietary page-rendering
features that made some sites look
good only in IE. With the new ver-
sion, Microsoft is moving away from
those proprietary features.

To solve this problem, IE8 in-
cludes a compatibility button you
can click that will cause the browser
to behave like older versions of IE
and render the page properly. You
have to click the button only once for
each page, and IE8 will automati-
cally do it for you on subsequent vis-
its.

Bottom line

Internet Explorer 8 is a well-
done advance on an important prod-
uct used by most people to surf the
Web. If it was faster, I would say it
was the best browser currently avail-
able for Windows. But even so, it will
be an improvement for current Inter-
net Explorer users, and might even
tempt some folks to switch.

Email him at mossberg@wsj.com.
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Centrica PLC

U.K. gas and electricity company
Centrica PLC moved Wednesday to
boost its gas reserves and produc-
tion by buying a 22.3% stake in
North Sea gas producer Venture Pro-
duction PLC in a deal valued at
£239.4 million ($336 million). Cen-
trica said it might eventually make a
full offer for Venture, though there
is no certainty at this stage. Cen-
trica acquired about 33 million Ven-
ture shares at 725 pence each. Ven-
ture said that wouldn’t be a good
price for the whole company. “This
substantially undervalues the com-
pany, its prospects and strategic po-

sition, particularly with regard to
its U.K. gas resources,” it said in a
statement. It urged its shareholders
to take no further action.

Alfa Group

Russia’s Alfa Group has cut its
stake in Turkish mobile operator
Turkcell Iletisim Hizmetleri AS to
less than 5%, a requirement of a U.S.
court ruling in favor of Norway’s Te-
lenor ASA. Alfa has been in a long
fight with Telenor for control of
Kyivstar, a Ukrainian mobile opera-
tor, in which the two are invested. A

U.S. judge ruled in November that
Alfa must either sell its stake in
Kyivstar or reduce its stakes in com-
peting operators Turkcell and Ukrai-
nian High Technologies to less than
5%. Altimo, Alfa’s telecommunica-
tions arm, said it sold a 62.2% stake
in its Turkish subsidiary, Alfa Tele-
com Turkey Ltd., for $90 million. Al-
timo nows holds 4.99% of Turkcell.

Eni SpA

Eni SpA expects to double its hy-
drocarbon output in Pakistan in
five to six years after signing an
agreement with the Asian country
to give it “exclusive” access, Chief
Executive Paolo Scaroni said. The
Italian energy company plans to in-
vest $50 million to $70 million a

year in exploration activities in Pa-
kistan. The deal shows that oil com-
panies, in order to acquire more
fields, are willing to operate in
countries where security is a con-
cern. Pakistan isn’t a leading hydro-
carbon producer but is seeking to
boost output as well as revenue
from its natural resources. Eni aims
to have its first Pakistani offshore
well running next year.

Benetton SpA

Italian apparel retailer Benetton
SpA tapped Alberto Nathansohn,
the finance chief of luxury jeweler
Bulgari SpA, as its chief financial of-
ficer and cut its 2008 dividend. Mr.
Nathansohn will take up his new po-
sition on May 1. He follows Emilio
Foa, who left Benetton late last year.
The retailer also lowered its 2008
dividend by 30% to 38 European
cents (49 U.S. cents) a share and
said it will focus on cutting costs
this year. Benetton executives said
they will close unprofitable stores,
optimize the supply chain and rene-
gotiate fixed costs such as world-
wide rents. The board also agreed to
seek shareholder approval for a
share buyback.

Danisco AS

Food-ingredients maker Danisco
AS swung to a fiscal third-quarter
net loss, hit by write-downs, but
said it expects to break even for the
full year. “We are feeling the impact
of the world’s economic crisis as cus-
tomers focus on minimizing invento-
ries and optimizing their cost base,”
the Danish company said Wednes-
day. Danisco posted a net loss of 646
million Danish kroner ($113 million)
for quarter ended Jan. 31, compared
with a year-earlier profit of 258 mil-
lion kroner. Danisco earlier this
month cut its full-year earnings fore-
cast, citing weak demand, and
booked a 560 million kroner write-
down of assets. Third-quarter sales
rose 3.8% to 3.1 billion kroner.

RWE AG

EU will review any buyer
of gas-transmission network

European Union regulators said
Wednesday they will vet any buyer
for RWE AG’s German gas-transmis-
sion network to avoid new antitrust
concerns. The German energy sup-
plier agreed last year to sell the net-
work to avoid antitrust fines in a
deal with regulators that became le-
gally binding Wednesday. RWE sells
natural gas directly to customers
but also leases transport space to ri-
val suppliers. The European Com-
mission, the EU’s executive arm, had
suspected RWE of monopoly abuse,
saying it may have refused to trans-
port natural gas for other compa-
nies and charged them so much for
transmission that they couldn’t
make a profit when they competed
with RWE for gas customers.

—Compiled from staff
and wire service reports.

GLOBAL BUSINESS BRIEFS

Stora Enso Oyj

Paper maker Stora Enso Oyj
warned Wednesday of large produc-

tion cuts and plunging first-quarter
profit as the economic downturn
continues to plague the forest-prod-
ucts industry. The Finnish-Swedish
company said its operating result in
January through March will be
“clearly down” from the fourth quar-
ter of 2008 amid weak demand.
Stora Enso said it is “committed to
preserving cash flow through large
production curtailments,” including
a projected 20% cut in paper and
board production capacity. Stora,
one of the world’s largest forest-
product companies, has 85 produc-
tion plants in more than 35 coun-
tries. It employs 32,000 people,
down from 36,000 a year ago.

BP PLC

British-Russian oil joint venture
TNK-BP Ltd. said it appointed
Jonathan Muir as chief financial of-
ficer and Didier Baudrand as execu-
tive vice president of its downstream
division as well as executive director
of the company. Mr. Muir has been
acting finance chief of TNK-BP since
August, when James Owen resigned
amid pressure from shareholders.
TNK-BP is owned 50-50 by U.K. oil
major BP PLC and a group of Russian
billionaires. Last year, the holders
were in a fierce dispute over control
and management of the company.
Mr. Baudrand joins the company
from BP, where until recently he was
senior vice president for refining
and marketing special projects.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 34.70 $25.70 0.33 1.30%
Alcoa AA 81.00 5.48 –0.11 –1.97%
AmExpress AXP 27.40 14.09 1.17 9.06%
BankAm BAC 635.40 7.67 1.40 22.33%
Boeing BA 15.30 33.75 –0.69 –2.00%
Caterpillar CAT 17.40 27.47 0.64 2.39%
Chevron CVX 17.10 66.59 1.28 1.96%
Citigroup C 1258.30 3.08 0.57 22.71%
CocaCola KO 13.20 41.65 0.20 0.48%
Disney DIS 15.20 18.11 0.29 1.63%
DuPont DD 8.10 21.52 0.94 4.57%
ExxonMobil XOM 39.00 69.17 0.08 0.12%
GenElec GE 190.80 10.32 0.32 3.20%
GenMotor GM 16.90 2.64 0.17 6.88%
HewlettPk HPQ 31.10 28.99 –0.76 –2.55%
HomeDpt HD 30.90 22.58 1.10 5.12%
Intel INTC 84.90 15.24 0.34 2.28%
IBM IBM 16.50 91.95 –0.96 –1.03%
JPMorgChas JPM 133.00 27.11 1.97 7.84%
JohnsJohns JNJ 13.30 50.66 –0.06 –0.12%
KftFoods KFT 19.20 22.29 –1.02 –4.38%
McDonalds MCD 12.20 55.42 1.78 3.32%
Merck MRK 20.40 26.96 0.35 1.32%
Microsoft MSFT 64.10 16.96 0.06 0.36%
Pfizer PFE 53.10 14.25 –0.01 –0.07%
ProctGamb PG 14.90 48.02 0.04 0.08%
3M MMM 5.90 49.20 0.44 0.90%
UnitedTech UTX 8.30 41.88 0.17 0.41%
Verizon VZ 27.30 30.77 0.94 3.15%
WalMart WMT 19.50 50.44 0.44 0.88%

Dow Jones Industrial Average P/E: 25
LAST: 7486.58 s 90.88, or 1.23%

YEAR TO DATE: t 1,289.81, or 14.7%

OVER 52 WEEKS t 4,613.08, or 38.1%

 Note: Price-to-earnings ratios are for trailing 12 months

9000

8400

7800

7200

6600

6000
19 26 2 9 16 23 30

Jan.
6 13 20 27

Feb.
6 13

Mar.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

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

Alliance Boots Hldgs  667 –33 –40 13 Enel 325 8 –78 –114

Raiffeisen Zentralbank Oesterreich 485 –27 –41 111 Stena Aktiebolag 1140 9 –135 317

Gecina 1025 –25 –102 –60 Volkswagen 279 9 –4 50

Swiss Reins  731 –25 –57 251 Valeo 498 9 –63 –54

Transocean  228 –15 –40 30 Gas Nat SDG SA 312 10 2 –23

ITV  866 –14 –118 11 Wendel 1176 13 –83 391

Tomkins  575 –13 –48 –12 Stora Enso  588 14 –15 48

Rexam  402 –10 –28 –11 Aegon N.V. 512 14 –35 277

Prudential  853 –9 –60 356 Klepierre 773 21 –11 –32

Legal & Gen Gp  1057 –7 26 514 Rallye 1627 26 104 411

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

UniCredit Italy Banks $20.2 1.15 19.05% –73.4% –81.0%

Intesa Sanpaolo Italy Banks 29.7 1.91 7.30 –55.1 –62.3

Barclays U.K. Banks 11.2 0.96 5.15 –76.7 –85.5

Credit Suisse Grp Switzerland Banks 34.5 33.98 4.43 –34.4 –53.2

Royal Bk of Scot U.K. Banks 12.7 0.23 4.05 –91.3 –95.5

Rio Tinto U.K. General Mining $25.9 18.48 –6.76% –63.6 –32.6

HSBC Hldgs U.K. Banks 73.3 4.37 –5.05 –45.3 –54.7

Royal Dutch Shell U.K. Integrated Oil & Gas 77.9 16.76 –4.04 –22.6 –33.6

ABB Switzerland Industrial Machinery 31.0 15.59 –2.81 –36.8 1.1

Koninklijke Philips Netherlands Consumer Electronics 15.7 11.83 –2.79 –51.7 –55.7

...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

Soc. Generale 21.2 27.91 3.93% –55.3% –75.9%
France (Banks)
ING Groep 9.7 3.56 3.61 –83.7 –89.1
Netherlands (Life Insurance)
Bayer 33.7 33.60 2.78 –32.7 –0.4
Germany (Specialty Chemicals)
AXA 22.9 8.38 2.48 –59.6 –70.6
France (Full Line Insurance)
SAP 43.2 26.87 2.05 –14.4 –38.3
Germany (Software)
Allianz SE 36.2 60.97 1.79 –45.0 –55.3
Germany (Full Line Insurance)
E.ON 51.1 19.47 1.78 –51.5 –35.6
Germany (Multiutilities)
Sanofi-Aventis 73.1 42.42 1.58 –7.2 –46.0
France (Pharmaceuticals)
Banco Bilbao Vizcaya 28.9 5.88 1.03 –56.5 –65.3
Spain (Banks)
Nokia 43.8 8.80 1.03 –54.3 –48.1
Finland (Telecommunications Equipment)
UBS 29.7 11.81 0.85 –52.9 –81.3
Switzerland (Banks)
ArcelorMittal 24.2 12.76 0.79 –74.5 ...
Luxembourg (Iron & Steel)
BP 133.2 4.62 0.54 –9.8 –29.8
U.K. (Integrated Oil & Gas)
Assicurazioni Genli 20.7 11.19 0.36 –59.2 –61.8
Italy (Full Line Insurance)
Deutsche Telekom 54.9 9.61 0.21 –9.3 –31.7
Germany (Mobile Telecommunications)
ENI 70.9 13.51 0.15 –37.7 –41.9
Italy (Integrated Oil & Gas)
Vodafone Grp 100.9 1.24 –0.08 –16.6 –2.9
U.K. (Mobile Telecommunications)
GlaxoSmithKline 82.6 10.35 –0.10 –1.4 –32.8
U.K. (Pharmaceuticals)
Banco Santander 53.4 5.10 –0.20 –53.6 –55.1
Spain (Banks)
Telefonica 93.3 15.12 –0.26 –16.3 13.9
Spain (Fixed Line Telecommunications)

Anglo Amer 20.8 11.12 –0.36% –61.8% –45.6%
U.K. (General Mining)
Iberdrola 35.0 5.35 –0.37 –47.4 –21.9
Spain (Conventional Electricity)
Novartis 98.8 43.60 –0.46 –10.8 –40.6
Switzerland (Pharmaceuticals)
BNP Paribas 37.7 31.54 –0.50 –48.1 –58.7
France (Banks)
BHP Billiton 40.5 12.98 –0.84 –9.9 34.0
U.K. (General Mining)
Daimler 26.7 21.10 –1.10 –60.2 –55.1
Germany (Automobiles)
Tesco 37.1 3.38 –1.26 –10.0 0.0
U.K. (Food Retailers & Wholesalers)
Unilever 31.7 14.10 –1.40 –31.5 –26.7
Netherlands (Food Products)
Siemens 52.6 43.85 –1.44 –36.3 –42.1
Germany (Diversified Industrials)
Roche Hldg Pt. Ct. 87.2 144.80 –1.56 –21.6 –27.7
Switzerland (Pharmaceuticals)
Diageo 29.8 7.74 –1.59 –23.3 –15.3
U.K. (Distillers & Vintners)
Total 115.7 37.22 –1.61 –20.6 –29.0
France (Integrated Oil & Gas)
France Telecom 59.8 17.45 –1.61 –16.7 –10.0
France (Fixed Line Telecommunications)
Deutsche Bk 20.1 26.88 –1.66 –62.2 –71.6
Germany (Banks)
L.M. Ericsson Tel B 27.3 76.60 –1.67 44.7 –49.4
Sweden (Telecommunications Equipment)
British Amer Tob 46.0 16.25 –1.69 –13.5 13.0
U.K. (Tobacco)
BASF 28.4 23.55 –1.71 –44.7 –26.5
Germany (Commodity Chemicals)
Nestle 120.3 36.66 –1.77 –26.7 –5.1
Switzerland (Food Products)
GDF Suez 72.2 25.12 –1.78 –33.2 –18.9
France (Multiutilities)
Astrazeneca 48.2 23.73 –2.10 28.8 –18.7
U.K. (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.04% 0.35% 2.5% 2.5% -5.3%
Event Driven 0.20% 0.34% 3.0% 2.2% -24.5%
Distressed Securities -3.45% -4.34% -9.9% -10.0% -40.2%
Equity Market Neutral 0.02% -0.20% -1.3% -1.3% -9.6%
Equity Long/Short 0.16% -1.12% -5.1% 0.3% -12.9%

*Estimates as of 03/17/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.89 97.03% 0.01% 2.17 1.18 1.66

Eur. High Volatility: 10/1 3.93 93.11 0.02 5.57 2.16 3.77

Europe Crossover: 10/1 11.02 83.23 0.06 11.66 5.74 9.42

Asia ex-Japan IG: 10/1 3.89 92.44 0.02 6.63 1.99 3.72

Japan: 10/1 5.01 85.93 0.02 5.66 1.58 3.26

 Note: Data as of March 17

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 Asia’s 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 Conor Dougherty

Migration around the U.S.
slowed to a crawl last year, as a hous-
ing market in free fall and a scarcity
of jobs forced many Americans to
stay put.

Demographers say the drop in mi-
gration, shown in Census data re-
leased Thursday, is among the sharp-
est since the Great Depression. It
marks the end of what Brookings In-

stitution demographer William
Frey calls a “migration bubble.”

As asset values rose fairly
steadily in the past decade, Ameri-
cans young and old moved around
the country in search of jobs or bet-
ter weather. In many cases, people liv-
ing in higher-cost housing markets
such as San Francisco and New York
cashed in their real-estate winnings
and moved to outlying counties, or to
states like Florida and Nevada, hop-
ing to find a cheaper house and
pocket the difference. Now, “people
are hanging tight; they’re too scared
to do anything,” said Mr. Frey.

The data, covering the one-year
period until July 1, 2008, show this
effect across U.S. counties and met-
ropolitan areas—another sign of
how this recession has spared few in-
dustries or regions.

Migration typically slows during
recessions. But in past downturns,
the slowdown has been more re-
gional in scope, with workers fleeing
weaker job markets for places where
companies were still hiring. In the
deep 1980s recession, for instance,
laid-off auto workers fled the indus-
trial Midwest for energy-rich states
in the South with more plentiful jobs.

What’s unique this time is migra-
tion has slowed almost everywhere.
The sharpest year-to-year changes
were among what demographers call
“domestic migrants,” people who
moved within the U.S. That doesn’t
count population changes that result
from births, deaths or immigration.

Older metro areas such as New
York and San Francisco, which have
seen residents move to faster-grow-
ing areas, are now losing fewer peo-
ple. Cities in the formerly hot housing
markets such as Nevada and Florida
are seeing fewer arrivals and, in some
cases, more people move out than in.

At the local level, more people are
staying in the city and postponing
their move to the suburbs. In
2005-06, metropolitan areas with
one million or more people saw a net
688,000 people leave their core coun-
ties. In 2007-08, a net 336,000 left, ac-
cording to an analysis of Census data
by Kenneth Johnson, senior demogra-
pher at the University of New Hamp-
shire’s Carsey Institute.

“Fewer people are leaving the ur-
ban cores to go to the suburbs,” said
Mr. Johnson.

International migration slowed
moderately, according to the Census

data. In 2005-06, the country ab-
sorbed a net of about one million im-
migrants. In 2007-08, that fell to a
net gain of 890,000. The slowdown
in international migration was
sharpest in suburban fringe areas,
where the housing market has in
general been worse than in core cit-
ies or closer-in suburbs.

The slumping economy, as well
as depressed prices of just about ev-
ery kind of asset, is behind many of
these decisions to stay put. Jeff Fal-
lon, a managing partner at a private-
equity firm in Cleveland, made two
trips to Florida last year looking to
buy a home in the Sarasota area. But
with the stock market down and real-
estate prices still falling, Mr. Fallon
decided to hold off for a bit.

“I was looking at a substantial
amount of our personal wealth disap-
pear as the stock market spiraled
down,” he said. “It certainly had a lot
of bearing on whether or not I was
willing to invest in a second home.”

Decisions like his help explain
why a net 15,000 people left the
Cleveland area for somewhere else
in the U.S., compared with a net of
20,000 between 2005 and 2006. Sa-
rasota, meanwhile, saw a net in-

crease of 2,500 residents from in-
side the U.S, compared with as many
as 21,000 during the boom years.

The Census data show that the
biggest falloffs were in the worst
housing markets. Last year, the
Phoenix area gained a net 51,000 do-
mestic migrants, about half as many
as two years ago.

Las Vegas increased by a net
14,000 domestic migrants, two-
thirds fewer than two years ago. Cali-
fornia’s Riverside-San Bernardino
metro area, a once-booming market
that has been hammered by foreclo-
sures and job losses, lost domestic mi-
grants for the first time since 1996.

The migration slowdown, if it
persists, could further delay the eco-
nomic recovery in depressed hous-
ing markets such as Phoenix and Las
Vegas. These places generally have a
larger amount of unsold homes, and
a disproportionate share of the econ-
omy is dependent on construction
and other real estate-related trades.

Economists say the housing-cen-
tric economies will need to reduce
their stock of unsold homes before
any meaningful economic recovery
takes place. That’s hard to do when
fewer people are moving there.

By David Wessel

Yes, Virginia, the U.S. Treasury
does have a plan to fix the banks and
reignite markets in which loans are
turned into securities. It exists as
certainly as fear and greed exist,
and you know that they abound and
give the economy recurrent bouts of
euphoria and despondency.

You hear from
pundits and other
all-knowing observ-
ers that the Trea-
sury has no detailed

plan. These people have been af-
fected by the skepticism of a skepti-
cal age. Their vision is clouded by a be-
wildering number of acronyms and
proliferating “term sheets.” Their at-
tention is distracted by the spectacle
of taxpaying families (typical in-
come: $63,000) financing AIG “reten-
tion bonuses” (73 people: $1 million
or more each on top of their salaries).

The Treasury has thrown pieces of
the jigsaw puzzle on the table, but few
outsiders can see the whole of its plan.
Here’s a modest attempt to show the
cover of the jigsaw-puzzle box.

The problem: No one has confi-
dence in the financial strength of
the nation’s big banks. Even banks
don’t trust other banks. No one is
sure what the loans and securities
on their books are worth. No one
knows which banks are strong
enough to survive the recession.
The market in which consumer and
real-estate loans (made by banks or
others) are turned into securities
and sold to investors is moribund.
Borrowers have trouble getting
loans. Banks can’t sell loans or secu-
rities they don’t want.

Fixing banks and securities
markets is even trickier in the
wake of the uproar over bonuses
paid by American International
Group after the company was
propped up with taxpayer money.
President Barack Obama and Trea-
sury Secretary Timothy Geithner

cannot expect Congress to ap-
prove more bailout money even
though they probably need it. So
they must leverage the taxpayer
money that their predecessors
have already secured by luring pri-
vate money and relying on the Fed-
eral Reserve’s amazing ability to
come up with unlimited sums with-
out congressional consent.

The Treasury’s bank strategy is
twofold. One, get enough capital
into the 19 biggest banks so every-
one believes each can withstand a re-
ally bad recession. Two, get toxic as-
sets off their books so banks will
pick up the pace of new lending and
savvy big-money investors will put
money into the banks and help
achieve the first objective.

The unfortunately named “stress
test”—which conjured up images of
Citigroup collapsing on a treadmill—
was meant to be a confidence
builder, though announcing it seems
instead to have magnified doubts
and uncertainty about the banks.
The notion is to figure out by the end
of April how much capital cushion
each of the 19 big banks needs to sur-
vive a bad recession (that’s the
“stress test”) and then give those
who need more capital six months,
until Oct. 31, to raise it privately or
take a bigger taxpayer investment
on different terms than former Trea-
sury Secretary Henry Paulson of-
fered. Until then, the Federal De-
posit Insurance Corp. will guarantee
bank debt so no one need worry

about lending to them, or so the Trea-
sury hopes. None of the 19 banks will
flunk the test; the only question is
which will need taxpayer capital in
the fall.

Once upon a time, if you wanted a
loan you went to a bank. But the
“shadow banking system,” where
loans are turned into securities, did
40% of consumer lending before the
crisis. To restart that dead market,
the Fed and Treasury finally are be-
ginning an initiative they an-
nounced four months ago to lend
money to hedge funds and others on
very sweet terms to buy packages of
securities made up of new loans.
Look for them to offer to do the
same with old loans.

The last piece of the Geithner

plan comes soon: Buying toxic loans
and securities, mostly linked to real
estate, from the banks and others.
One challenge is putting a fair price
on them. The Paulson Treasury spent
months trying to fashion auctions in
which the government would buy
these assets. It never bought any.
The Geithner Treasury decided that
approach wouldn’t work. What’s
more, it hasn’t nearly enough tax-
payer money to buy enough of the as-
sets to make a difference.

So the plan is to form joint ven-
tures between the Fed and money
managers like Pimco or Black-
Rock. The Treasury kicks in, say,
$1 for every $1 the private guys put
in. The private investors, not the
government, decide what securi-
ties to buy from the $1 trillion or
so in securities linked to real es-
tate or consumer loans. The pri-
vate guys decide what price to pay.
That’s their business. Taxpayers
and the investors would share the
profits, if any. If the Fed lends to
these ventures, they’ll be able to
buy more securities and pay more
for them.

A separate set of joint ventures
will shop among the $1 trillion or so
in toxic loans on bank books. This ef-
fort will be leveraged by FDIC lend-
ing. The hope is that some banks will
make themselves more attractive to
private investors by selling toxic as-
sets to the new joint ventures, and
thus ease both parts of the banking
problem simultaneously.

The Paulson Treasury pondered
this approach, but feared a political
backlash from giving taxpayer
money to private investors to man-
age. (That’s no small worry. Imagine
the grilling money managers would
face from Congress for making me-
gasalaries and killer profits with tax-
payer money.) The Geithner Trea-
sury couldn’t find an alternative it
preferred, and it looked.

The Geithner plan might not
work. It does exist.

Downturn puts the brakes on migration within the U.S.

Personal Technology

Believe it or not, Treasury has a plan
Getting capital into and toxic assets out of banks are the main pieces of the White House’s strategy

IE8: not quite great
Walter S. Mossberg says
new Microsoft browser falls
short of Firefox > Page 27

U.S. President Barack Obama with members of his economic team, including Timothy Geithner, left, and Lawrence Summers.
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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.

3.74% 9 World -a % % 147.19 0.18%–44.6% 6.27% 9 U.S. Select Dividend -b % % 427.22 –0.77% –44.6%

3.22% 11 Global Dow 941.30 0.06% –34.8% 1303.07 0.55% –45.7% 5.17% 13 Infrastructure 1121.10 –0.38% –28.0% 1393.20 0.11% –40.0%

4.36% 11 Stoxx 600 170.80 –0.75% –42.6% 167.20 0.31% –51.9% 2.64% 5 Luxury 557.30 0.52% –34.2% 615.82 1.01% –45.2%

4.48% 11 Stoxx Large 200 185.20 –0.80% –42.3% 180.35 0.26% –51.6% 13.35% 2 BRIC 50 254.00 0.40% –39.3% 315.68 0.89% –49.4%

3.73% 14 Stoxx Mid 200 150.00 –0.26% –43.1% 146.04 0.80% –52.3% 3.90% 9 Africa 50 542.30 0.41% –48.2% 448.64 0.91% –56.8%

3.78% 10 Stoxx Small 200 91.20 –0.99% –46.4% 88.73 0.07% –55.0% 7.48% 5 GCC % % 1061.37 1.53% –63.6%

4.56% 9 Euro Stoxx 186.50 0.25% –44.5% 182.61 1.32% –53.5% 4.55% 8 Sustainability 575.40 –1.35% –37.8% 637.66 –0.18% –47.8%

4.64% 9 Euro Stoxx Large 200 200.70 0.26% –44.4% 195.32 1.33% –53.4% 3.04% 10 Islamic Market -a % % 1322.23 –0.28% –38.6%

4.15% 9 Euro Stoxx Mid 200 167.60 0.62% –44.2% 163.00 1.69% –53.2% 3.46% 9 Islamic Market 100 1356.60 –1.69% –21.4% 1523.73 –0.53% –34.1%

4.18% 13 Euro Stoxx Small 200 100.20 –0.68% –47.1% 97.39 0.38% –55.7% 3.46% 9 Islamic Turkey -c % % % %

7.24% 7 Stoxx Select Dividend 30 977.90 –1.57% –58.9% 1097.16 –0.52% –65.6% 2.89% 13 Wilshire 5000 % % 7824.02 –0.68% –40.0%

6.50% 11 Euro Stoxx Select Div 30 1098.40 –0.49% –58.5% 1237.15 0.57% –65.2% % DJ-AIG Commodity 111.10 –3.31% –37.3% 105.93 –2.16% –47.4%

*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 1.5169 2.1195 1.2996 0.1810 0.0440 0.2251 0.0155 0.3664 1.9888 0.2669 1.1922 ...

 Canada 1.2724 1.7778 1.0901 0.1518 0.0369 0.1888 0.0130 0.3073 1.6682 0.2239 ... 0.8388

 Denmark 5.6826 7.9399 4.8687 0.6781 0.1649 0.8433 0.0579 1.3726 7.4504 ... 4.4662 3.7462

 Euro 0.7627 1.0657 0.6535 0.0910 0.0221 0.1132 0.0078 0.1842 ... 0.1342 0.5995 0.5028

 Israel 4.1400 5.7846 3.5471 0.4941 0.1201 0.6143 0.0422 ... 5.4280 0.7285 3.2538 2.7293

 Japan 98.1100 137.0842 84.0595 11.7083 2.8469 14.5589 ... 23.6981 128.6320 17.2651 77.1093 64.6790

 Norway 6.7389 9.4159 5.7738 0.8042 0.1955 ... 0.0687 1.6277 8.8353 1.1859 5.2964 4.4426

 Russia 34.4624 48.1526 29.5270 4.1127 ... 5.1140 0.3513 8.3243 45.1837 6.0646 27.0856 22.7193

 Sweden 8.3795 11.7083 7.1795 ... 0.2431 1.2435 0.0854 2.0240 10.9864 1.4746 6.5858 5.5242

 Switzerland 1.1672 1.6308 ... 0.1393 0.0339 0.1732 0.0119 0.2819 1.5303 0.2054 0.9173 0.7694

 U.K. 0.7157 ... 0.6132 0.0854 0.0208 0.1062 0.0073 0.1729 0.9383 0.1259 0.5625 0.4718

 U.S. ... 1.3972 0.8568 0.1193 0.0290 0.1484 0.0102 0.2415 1.3111 0.1760 0.7859 0.6592

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 388.25 –2.25 –0.58% 822.00 315.75
Soybeans (cents/bu.) CBOT 915.00 2.00 0.22% 1,644.50 786.50
Wheat (cents/bu.) CBOT 530.00 –22.50 –4.07 1,190.00 484.25
Live cattle (cents/lb.) CME 81.400 –0.525 –0.64 116.700 78.600
Cocoa ($/ton) ICE-US 2,451 55 2.30 3,214 1,910
Coffee (cents/lb.) ICE-US 113.15 1.90 1.71 181.50 104.35
Sugar (cents/lb.) ICE-US 13.24 0.13 0.99 15.95 9.94
Cotton (cents/lb.) ICE-US 41.72 –1.13 –2.64 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,973.00 –9 –0.45 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,901 45 2.42 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,537 15 0.99 2,390 1,425

Copper (cents/lb.) COMEX 171.65 –0.75 –0.44 388.00 127.10
Gold ($/troy oz.) COMEX 889.10 –27.70 –3.02 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1193.50 –73.50 –5.80 2,130.00 865.00
Aluminum ($/ton) LME 1,375.00 6.00 0.44 3,340.00 1,288.00
Tin ($/ton) LME 9,945.00 –355.00 –3.45 25,450.00 9,750.00
Copper ($/ton) LME 3,762.50 –37.50 –0.99 8,811.00 2,815.00
Lead ($/ton) LME 1,333.00 –2.00 –0.15 2,955.00 870.00
Zinc ($/ton) LME 1,221.00 –29.00 –2.32 2,430.00 1,065.00
Nickel ($/ton) LME 9,800 –275 –2.73 31,490 9,000

Crude oil ($/bbl.) NYMEX 48.90 –1.14 –2.28 143.32 39.42
Heating oil ($/gal.) NYMEX 1.2792 –0.0090 –0.70 4.2125 1.1399
RBOB gasoline ($/gal.) NYMEX 1.3840 –0.0522 –3.63 3.7050 1.0442
Natural gas ($/mmBtu) NYMEX 3.759 –0.123 –3.17 11.817 3.759
Brent crude ($/bbl.) ICE-EU 47.66 –0.58 –1.20 144.55 40.52
Gas oil ($/ton) ICE-EU 410.50 2.50 0.61 1,350.50 367.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on March 18
Per In

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

Argentina peso-a 4.7872 0.2089 3.6513 0.2739

Brazil real 3.0147 0.3317 2.2994 0.4349

Canada dollar 1.6682 0.5995 1.2724 0.7859
1-mo. forward 1.6681 0.5995 1.2723 0.7860

3-mos. forward 1.6665 0.6001 1.2710 0.7868
6-mos. forward 1.6636 0.6011 1.2689 0.7881

Chile peso 776.76 0.001287 592.45 0.001688
Colombia peso 3130.25 0.0003195 2387.50 0.0004189

Ecuador US dollar-f 1.3111 0.7627 1 1
Mexico peso-a 18.5308 0.0540 14.1338 0.0708

Peru sol 4.1228 0.2426 3.1445 0.3180
Uruguay peso-e 31.008 0.0323 23.650 0.0423

U.S. dollar 1.3111 0.7627 1 1
Venezuela bolivar 2.82 0.355199 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9888 0.5028 1.5169 0.6593
China yuan 8.9610 0.1116 6.8348 0.1463

Hong Kong dollar 10.1640 0.0984 7.7523 0.1290
India rupee 67.1677 0.0149 51.2300 0.0195

Indonesia rupiah 15694 0.0000637 11970 0.0000835
Japan yen 128.63 0.007774 98.11 0.010193

1-mo. forward 128.58 0.007777 98.07 0.010196
3-mos. forward 128.43 0.007786 97.96 0.010209

6-mos. forward 128.10 0.007806 97.70 0.010235
Malaysia ringgit-c 4.8281 0.2071 3.6825 0.2716

New Zealand dollar 2.4792 0.4034 1.8909 0.5289
Pakistan rupee 105.478 0.0095 80.450 0.0124

Philippines peso 63.287 0.0158 48.270 0.0207
Singapore dollar 2.0022 0.4994 1.5272 0.6548

South Korea won 1856.52 0.0005386 1416.00 0.0007062
Taiwan dollar 44.840 0.02230 34.200 0.02924
Thailand baht 46.996 0.02128 35.845 0.02790

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

Euro zone euro 1 1 0.7627 1.3111

1-mo. forward 1.0001 0.9999 0.7628 1.3109

3-mos. forward 0.9999 1.0001 0.7627 1.3112

6-mos. forward 0.9991 1.0009 0.7620 1.3123

Czech Rep. koruna-b 27.073 0.0369 20.649 0.0484

Denmark krone 7.4504 0.1342 5.6826 0.1760

Hungary forint 302.17 0.003309 230.47 0.004339

Norway krone 8.8353 0.1132 6.7389 0.1484

Poland zloty 4.5754 0.2186 3.4898 0.2866

Russia ruble-d 45.184 0.02213 34.462 0.02902

Sweden krona 10.9864 0.0910 8.3795 0.1193

Switzerland franc 1.5303 0.6535 1.1672 0.8568

1-mo. forward 1.5293 0.6539 1.1665 0.8573

3-mos. forward 1.5267 0.6550 1.1644 0.8588

6-mos. forward 1.5220 0.6571 1.1608 0.8615

Turkey lira 2.2517 0.4441 1.7175 0.5823

U.K. pound 0.9383 1.0657 0.7157 1.3973

1-mo. forward 0.9383 1.0658 0.7157 1.3973

3-mos. forward 0.9379 1.0662 0.7154 1.3979

6-mos. forward 0.9368 1.0674 0.7145 1.3995

MIDDLE EAST/AFRICA
Bahrain dinar 0.4942 2.0234 0.3770 2.6529

Egypt pound-a 7.3880 0.1354 5.6350 0.1775

Israel shekel 5.4280 0.1842 4.1400 0.2415

Jordan dinar 0.9296 1.0758 0.7090 1.4104

Kuwait dinar 0.3828 2.6120 0.2920 3.4247

Lebanon pound 1976.48 0.0005059 1507.50 0.0006634

Saudi Arabia riyal 4.9171 0.2034 3.7504 0.2666

South Africa rand 13.0248 0.0768 9.9343 0.1007

United Arab dirham 4.8157 0.2077 3.6731 0.2723

SDR -f 0.8869 1.1275 0.6765 1.4782

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 600 170.76 –1.29 –0.75% –13.3% –42.6%

 12 DJ Stoxx 50 1757.56 –14.41 –0.81 –14.9% –40.4%

 9 Euro Zone DJ Euro Stoxx 186.51 0.47 0.25% –16.3% –44.5%

 8 DJ Euro Stoxx 50 2019.19 6.94 0.34 –17.6% –42.8%

 4 Austria ATX 1557.60 12.68 0.82 –11.0% –56.7%

 4 Belgium Bel-20 1698.43 –2.54 –0.15 –11.0% –53.4%

 5 Czech Republic PX 706.3 13.0 1.88 –17.7% –53.5%

 10 Denmark OMX Copenhagen 208.23 –1.93 –0.92 –7.9% –45.9%

 8 Finland OMX Helsinki 4637.90 3.96 0.09 –14.2% –50.6%

 7 France CAC-40 2760.34 –6.94 –0.25 –14.2% –39.4%

 11 Germany DAX 3996.32 8.55 0.21 –16.9% –37.2%

 … Hungary BUX 9897.28 0.40 unch. –19.2% –54.2%

 4 Ireland ISEQ 2109.93 25.22 1.21 –10.0% –63.9%

 5 Italy S&P/MIB 14473 391 2.78 –25.6% –53.1%

 6 Netherlands AEX 209.34 –1.53 –0.73 –14.9% –51.0%

 6 Norway All-Shares 252.74 –5.04 –1.96 –6.5% –45.0%

 17 Poland WIG 22892.30 –297.73 –1.28 –15.9% –50.9%

 10 Portugal PSI 20 6119.02 72.78 1.20 –3.5% –39.2%

 … Russia RTSI 650.62 –14.96 –2.25% 3.0% –67.7%

 6 Spain IBEX 35 7661.6 16.3 0.21% –16.7% –40.9%

 15 Sweden OMX Stockholm 202.55 –0.68 –0.33 –0.8% –32.1%

 9 Switzerland SMI 4783.32 –30.46 –0.63 –13.6% –32.4%

 … Turkey ISE National 100 23497.17 44.41 0.19 –12.5% –42.6%

 8 U.K. FTSE 100 3804.99 –52.11 –1.35 –14.2% –31.4%

 10 ASIA-PACIFIC DJ Asia-Pacific 81.09 0.69 0.86 –13.4% –41.9%

 … Australia SPX/ASX 200 3446.3 –5.6 –0.16 –7.4% –34.8%

 … China CBN 600 19157.62 110.10 0.58 29.7% –37.9%

 10 Hong Kong Hang Seng 13117.17 239.08 1.86 –8.8% –40.0%

 11 India Sensex 8976.68 112.86 1.27 –7.0% –40.1%

 … Japan Nikkei Stock Average 7972.17 23.04 0.29 –10.0% –35.0%

 … Singapore Straits Times 1575.94 16.91 1.08 –10.5% –44.4%

 11 South Korea Kospi 1169.95 6.07 0.52 4.0% –27.9%

 9 AMERICAS DJ Americas 197.82 –0.31 –0.16 –12.5% –41.5%

 … Brazil Bovespa 40013.98 503.26 1.27 6.6% –32.7%

 12 Mexico IPC 19678.61 353.56 1.83 –12.1% –32.5%

*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 18, 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* 195.00 1.61%–14.4% –47.4%

4.30% 9 World (Developed Markets) 778.58 1.75%–15.4% –46.5%

3.90% 10 World ex-EMU 92.39 2.25%–14.1% –44.6%

4.10% 10 World ex-UK 781.66 2.00%–15.4% –45.6%

5.40% 7 EAFE 1,010.61 0.11%–18.3% –51.2%

4.30% 7 Emerging Markets (EM) 541.92 0.42% –4.4% –53.6%

6.20% 7 EUROPE 60.12 –0.66%–13.4% –46.0%

7.00% 6 EMU 110.71 –1.07%–22.1% –55.7%

6.30% 7 Europe ex-UK 65.83 –0.74%–15.1% –45.9%

8.60% 5 Europe Value 63.83 –0.47%–17.7% –50.8%

4.20% 10 Europe Growth 54.77 –0.82% –9.4% –41.3%

5.70% 7 Europe Small Cap 94.84 –0.73% –6.1% –51.2%

5.30% 3 EM Europe 152.03 –0.51% –4.3% –63.1%

6.00% 6 UK 1,140.31 –0.18%–13.3% –34.8%

5.50% 7 Nordic Countries 92.22 –1.44% –6.0% –50.7%

4.00% 3 Russia 428.66 0.47% 4.0% –68.2%

5.00% 9 South Africa 536.44 –1.88% –7.3% –27.9%

5.30% 8 AC ASIA PACIFIC EX-JAPAN 229.19 1.13% –7.3% –52.7%

2.90% 10 Japan 468.85 2.82%–11.5% –44.3%

3.50% 9 China 38.82 –1.78% –4.8% –47.6%

2.00% 9 India 343.84 –0.91% –6.9% –52.6%

2.20% 8 Korea 321.50 3.57% 4.7% –31.0%

8.60% 8 Taiwan 188.47 1.25% 8.7% –42.4%

3.30% 13 US BROAD MARKET 847.28 3.31%–13.8% –41.5%

2.70% 49 US Small Cap 1,022.81 4.23%–18.0% –43.4%

4.10% 8 EM LATIN AMERICA 2,133.65 0.90% 2.7% –52.3%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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World Bank cuts China forecast
Growth seen at 6.5%,
as Beijing is urged
to pace stimulus

ECONOMY & POLITICS

By J.R. Wu

BEIJING—The World Bank cut
its forecast for China’s growth this
year to 6.5%, below Beijing’s target
of around 8%, and cautioned that
China should be prudent about ex-
panding its stimulus spending this
year because it may need to save its
ammunition for 2010.

The bank now projects China’s
consumer-price index, the country’s
key inflation gauge, will rise a mere
0.5% this year, compared with its
previous forecast for a 2% increase.
The bank said February’s CPI drop
didn’t necessarily signal “problem-
atic” deflation, with core prices and
wages, as well as output, declining
in tandem, but cautioned that given
the global economic weakness and
potential overcapacity in China,
“problematic deflation is a risk.”

The bank lowered its forecast
for China’s gross domestic prod-
uct from its previous estimate of
7.5%, mostly due to the worsening
global economy.

Government investment and
consumption will help growth this
year, it said. But policy makers
could do more to spur private con-
sumption and improve social pro-
grams to ensure that short-term
targets don’t undermine the work
to rebalance the world’s third-larg-
est economy, the World Bank said.

Louis Kuijs, senior economist
of the World Bank, said China’s
year-to-year economic growth
will likely be weakest in the early
part of 2009. He said declines in
Chinese exports may have bot-
tomed in February, but full-year ex-
ports will likely shrink signifi-
cantly from last year. “Overall

they remain very grim,” he said.
Chinese exports in February

fell 25.7% from a year earlier, down
for the fourth straight month and a
sharper decline than in January.

Mr. Kuijs said it isn’t in China’s
interest to significantly depreci-
ate the yuan because the country
wouldn’t gain a lot in terms of ex-
ports. He said he doesn’t expect
China to move in this direction.

Government-influenced direct
expenditure will account for 4.9
percentage points of total GDP
growth, the bank said.

It added that China’s fiscal defi-
cit will rise to 3.2% of its GDP this
year, a forecast slightly higher
than the Chinese government’s es-
timate of nearly 3% due to the
bank’s lower GDP growth forecast.
Much of China’s deficit is a result
of the government’s four trillion

yuan ($585 billion) infrastructure-
focused stimulus plan, which was
announced in November and will
run through 2010.

Mr. Kuijs urged China to focus
more on consumption-oriented fis-
cal spending and improve the do-
mestic social safety net.

“Looking ahead, we think that
there are limits to how much the
government can beef up invest-
ment and infrastructure-oriented
stimulus packages in the official
manner,” he said. “Given that
China will continue to grow even
in the very weak climate, it may
make just as much sense to not go
for the second or third general fis-
cal stimulus.”

The bank’s new overall growth
rate estimate is below Beijing’s tar-
get of around 8%, and down from
last year’s actual growth of 9%,

which snapped five years of dou-
ble-digit growth in China.

But the World Bank said that
while the growth rate projected for
this year is “significantly lower”
than China’s potential growth rate,
this isn’t likely to jeopardize Chi-
na’s economy or social stability.

“I don’t want to be too gloomy.
We do see the world economy re-
covering in the second half of
2009 and also a lot of strength in
China’s economy,” said David Dol-
lar, the World Bank’s country direc-
tor for China. “So, we see China as
a relative bright spot in a rather
gloomy global economic picture.”

The World Bank estimated Chi-
na’s foreign-exchange reserves,
the world’s largest, will rise to
$2.376 trillion by the end of this
year, an increase of $425 billion. In
2008, the country’s forex reserves

rose by $420 billion.
It said China shouldn’t worry

about the slowing pace in the accu-
mulation of foreign-exchange re-
serves and estimated China’s cur-
rent-account surplus to rise to
$425 billion this year, from an esti-
mated $416 billion last year.

Slowing down
China’s GDP, change from 
the previous year

Source: World Bank  
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By Brian Blackstone

WASHINGTON—U.S. consumer
prices increased for a second
straight month, raising the odds
that the economy will avoid a pro-
tracted deflationary spiral of falling
prices and spending.

The consumer-price index rose
0.4% in February from January, the
Labor Department said. The CPI rose
0.3% in January. The core CPI, which
excludes food and energy prices, was
up 0.2% for a second straight month,
slightly higher than expected.

Consumer prices were up 0.2%
compared with a year ago, signifi-
cantly under the 2% annual rate of
inflation most Fed officials think
is consistent with their dual man-
date of price stability and maxi-
mum employment.

Meanwhile, the current-account
deficit decreased to $132.8 billion in
the October-December period from
an upwardly revised $181.3 billion in
the third quarter, the Commerce De-
partment said. For 2008, the deficit
totaled $673.3 billion, down from
$731.2 billion in 2007. The current
account combines trade of goods
and services, transfer payments and
investment income.

Consumer prices
in U.S. increase;
trade gap narrows
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Parex Russian Eq EE EQ LVA 03/17 USD 9.74 12.5 –66.8 –35.8

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 03/18 USD 99.96 –9.9 –48.0 –23.5

PF (LUX)-Asian Eq-Pca AS EQ LUX 03/18 USD 95.78 –10.0 –48.6 –24.1

PF (LUX)-Biotech-Pca OT EQ LUX 03/17 USD 270.49 –5.1 –6.9 –0.4

PF (LUX)-CHF Liq-Pca CH MM LUX 03/17 CHF 123.90 –0.1 1.3 1.6

PF (LUX)-CHF Liq-Pdi CH MM LUX 03/17 CHF 93.52 –0.1 1.3 1.6

PF (LUX)-Digital Comm-Pca OT EQ LUX 03/17 USD 79.29 –2.5 –29.6 –15.5

PF (LUX)-East Eu-Pca EU EQ LUX 03/17 EUR 134.96 1.1 –64.6 –42.9

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 03/18 USD 88.82 –4.6 –53.4 –25.7

PF (LUX)-Emg Mkts-Pca GL EQ LUX 03/18 USD 295.04 –3.0 –52.2 –25.3

PF (LUX)-Eu Indx-Pca EU EQ LUX 03/17 EUR 67.12 –12.2 –38.6 –28.6

PF (LUX)-EUR Bds-Pca EU BD LUX 03/17 EUR 366.57 –1.8 –0.2 –0.5

PF (LUX)-EUR Bds-Pdi EU BD LUX 03/17 EUR 278.96 –1.8 –0.2 –0.5

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 03/17 EUR 121.73 –2.5 –7.1 –4.6

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 03/17 EUR 85.58 –2.5 –7.1 –4.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 03/17 EUR 92.93 3.0 –28.1 –21.4

PF (LUX)-EUR HiYld-Pdi EU BD LUX 03/17 EUR 53.87 3.0 –28.1 –21.4

PF (LUX)-EUR Liq-Pca EU MM LUX 03/17 EUR 135.11 0.4 3.4 3.3

PF (LUX)-EUR Liq-Pdi EU MM LUX 03/17 EUR 97.37 0.4 3.4 3.3

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 03/17 EUR 102.18 0.3 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 03/17 EUR 100.82 0.3 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 03/17 EUR 272.41 –11.0 –42.0 –32.6

PF (LUX)-EuSust Eq-Pca EU EQ LUX 03/17 EUR 88.46 –12.5 –39.2 –31.8

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 03/17 USD 190.37 0.5 –5.3 –0.8

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 03/17 USD 129.51 0.5 –5.3 –0.8

PF (LUX)-Gr China-Pca AS EQ LUX 03/18 USD 205.34 –3.5 –39.5 –14.8

PF (LUX)-Indian Eq-Pca EA EQ LUX 03/18 USD 165.77 –13.5 –53.7 –23.0

PF (LUX)-Jap Index-Pca JP EQ LUX 03/18 JPY 7254.67 –10.9 –34.6 –32.3

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 03/18 JPY 6353.89 –13.0 –36.9 –36.9

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 03/18 JPY 6193.88 –13.1 –37.3 –37.3

PF (LUX)-JpEq130/30-Pca JP EQ LUX 03/18 JPY 3470.38 –11.6 –33.4 –34.2

PF (LUX)-Pacif Idx-Pca AS EQ LUX 03/18 USD 144.08 –9.0 –45.8 –24.1

PF (LUX)-Piclife-Pca CH BA LUX 03/17 CHF 675.79 –2.0 –11.7 –11.0

PF (LUX)-PremBrnds-Pca OT EQ LUX 03/17 EUR 38.84 –12.0 –36.0 –30.2

PF (LUX)-Rus Eq-Pca OT OT LUX 03/17 USD 24.51 7.3 –72.1 NS

PF (LUX)-Security-Pca GL EQ LUX 03/17 USD 68.39 –4.3 –26.5 –17.9

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 03/17 EUR 306.59 –6.0 –41.1 –31.3

PF (LUX)-US Eq-Ica US EQ LUX 03/17 USD 73.54 –9.9 –33.5 –20.4

PF (LUX)-USA Index-Pca US EQ LUX 03/17 USD 62.73 –13.5 –38.0 –24.0

PF (LUX)-USD Gov Bds-Pca US BD LUX 03/17 USD 511.38 –3.6 3.6 6.5

PF (LUX)-USD Gov Bds-Pdi US BD LUX 03/17 USD 375.24 –3.6 3.6 6.5

PF (LUX)-USD Liq-Pca US MM LUX 03/17 USD 130.41 0.2 1.9 3.0

PF (LUX)-USD Liq-Pdi US MM LUX 03/17 USD 85.15 0.2 1.9 3.0

PF (LUX)-USD Sov Liq-Pca OT OT LUX 03/17 USD 101.45 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 03/17 USD 100.74 0.1 NS NS

PF (LUX)-Water-Pca GL EQ LUX 03/17 EUR 92.96 –9.8 –28.8 –21.2

PF (LUX)-WldGovBds-Pca GL BD LUX 03/18 USD 152.27 –7.6 –6.1 5.0

PF (LUX)-WldGovBds-Pdi GL BD LUX 03/18 USD 126.04 –7.6 –6.0 5.0

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 03/17 USD 32.24 –22.3 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 03/16 USD 7.72 –1.5 –33.2 –26.2

Japan Fund USD JP EQ IRL 03/18 USD 12.06 –17.9 –21.5 –18.1

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 02/27 USD 124.72 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 02/27 USD 6.04 –10.5 –62.1 –32.9

Europn Conviction USD B EU EQ CYM 02/27 USD 126.56 0.2 14.9 9.9

Europn Forager USD B OT OT CYM 02/27 USD 173.77 –2.9 –18.6 –5.2

Latin America USD A GL EQ CYM 02/27 USD 14.22 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 02/27 USD 164.46 –0.8 –3.2 2.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 03/11 USD 54.63 –5.3 –59.7 –22.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 03/16 EUR 481.86 –14.5 –39.9 NS

Core Eurozone Eq B EU EQ IRL 03/16 EUR 546.78 –16.8 NS NS

Euro Fixed Income A EU BD IRL 03/16 EUR 1064.10 –6.0 –14.5 –9.1

Euro Fixed Income B EU BD IRL 03/16 EUR 1130.61 –5.9 –14.0 –8.6

Euro Small Cap A EU EQ IRL 03/16 EUR 784.83 –7.4 –47.6 –37.6

Euro Small Cap B EU EQ IRL 03/16 EUR 836.71 –7.3 –47.3 –37.2

Eurozone Agg Eq A EU EQ IRL 03/16 EUR 432.84 –12.9 –44.0 NS

Eurozone Agg Eq B EU EQ IRL 03/16 EUR 619.10 –12.8 –43.6 –31.3

Glbl Bd (EuroHdg) A GL BD IRL 03/16 EUR 1176.29 –1.8 –8.5 –4.7

Glbl Bd (EuroHdg) B GL BD IRL 03/16 EUR 1242.66 –1.6 –7.9 –4.1

Glbl Bd A EU BD IRL 03/16 EUR 990.66 1.0 0.8 –3.5

Glbl Bd B EU BD IRL 03/16 EUR 1049.67 1.2 1.4 –2.9

Glbl Real Estate A OT EQ IRL 03/16 USD 491.23 –26.3 –57.1 –41.4

Glbl Real Estate B OT EQ IRL 03/16 USD 504.03 –26.2 –56.9 –41.0

Glbl Real Estate EH-A OT EQ IRL 03/16 EUR 473.42 –24.5 –53.7 –41.4

Glbl Real Estate SH-B OT EQ IRL 03/16 GBP 44.45 –25.0 –53.8 –40.8

Glbl Strategic Yield A EU BD IRL 03/16 EUR 1128.60 –0.2 –21.9 –13.2

Glbl Strategic Yield B EU BD IRL 03/16 EUR 1201.93 0.0 –21.5 –12.7

Japan Equity A JP EQ IRL 03/16 JPY 8779.00 –15.1 –40.6 –35.2

Japan Equity B JP EQ IRL 03/16 JPY 9312.00 –15.0 –40.3 –34.8

PacBasn (Ex-Jap) Eq A AS EQ IRL 03/16 USD 1157.02 –10.0 –48.1 –25.2

PacBasn (Ex-Jap) Eq B AS EQ IRL 03/16 USD 1228.92 –9.9 –47.8 –24.7

Pan European Eq A EU EQ IRL 03/16 EUR 633.05 –11.9 –44.3 –31.6

Pan European Eq B EU EQ IRL 03/16 EUR 671.65 –11.8 –44.0 –31.2

US Equity A US EQ IRL 03/16 USD 570.92 –14.7 –42.9 –26.1

US Equity B US EQ IRL 03/16 USD 608.41 –14.6 –42.6 –25.7

US Small Cap A US EQ IRL 03/16 USD 800.05 –20.4 –45.2 –30.2

US Small Cap B US EQ IRL 03/16 USD 853.07 –20.3 –44.8 –29.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 03/18 SEK 53.10 –11.8 –42.3 –32.5

Choice Japan Fd JP EQ LUX 03/18 JPY 39.60 –11.9 –34.7 –34.6

Choice Jpn Chance/Risk JP EQ LUX 03/18 JPY 39.56 –11.7 –41.9 –35.1

Choice NthAmChance/Risk US EQ LUX 03/18 USD 2.66 –4.9 –41.2 –25.4

Europe 2 Fd EU EQ LUX 03/18 EUR 0.62 –11.2 –46.6 –34.5

Europe 3 Fd EU EQ LUX 03/12 GBP 2.43 –18.8 –40.9 –25.4

Global Chance/Risk Fd GL EQ LUX 03/18 EUR 0.43 –8.4 –34.1 –27.4

Global Fd GL EQ LUX 03/18 USD 1.42 –14.6 –45.2 –27.8

Intl Mixed Fd -C- NO BA LUX 03/18 USD 20.10 –12.5 –35.9 –19.0

Intl Mixed Fd -D- NO BA LUX 03/18 USD 14.18 –12.5 –36.0 –17.9

Wireless Fd OT EQ LUX 03/18 EUR 0.10 2.2 –32.7 –23.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 03/18 USD 4.31 –4.9 –39.5 –21.7

Currency Alpha EUR -IC- OT OT LUX 03/18 EUR 10.65 –2.5 5.7 NS

Currency Alpha EUR -RC- OT OT LUX 03/18 EUR 10.58 –2.6 5.2 2.9

Currency Alpha SEK -ID- OT OT LUX 03/18 SEK 102.86 –2.6 5.4 NS

Currency Alpha SEK -RC- OT OT LUX 03/18 SEK 116.06 –2.6 5.2 2.9

Generation Fd 80 OT OT LUX 03/18 SEK 6.02 –5.6 –23.8 NS

Nordic Focus EUR NO EQ LUX 03/18 EUR 47.28 –5.2 –42.6 NS

Nordic Focus NOK NO EQ LUX 03/18 NOK 51.94 –5.2 –42.6 NS

Nordic Focus SEK NO EQ LUX 03/18 SEK 55.23 –5.2 –42.6 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 03/18 USD 1.26 –9.1 –40.0 –25.3

Ethical Global Fd GL EQ LUX 03/18 USD 0.52 –15.2 –44.5 –28.8

Ethical Sweden Fd NO EQ LUX 03/18 SEK 28.11 –2.2 –26.5 –21.7

Europe Fd EU EQ LUX 03/18 USD 1.35 –10.8 –37.8 –28.5

Index Linked Bd Fd SEK OT BD LUX 03/18 SEK 13.22 1.2 2.2 3.7

Medical Fd OT EQ LUX 03/18 USD 2.55 –11.0 –24.5 –15.7

Short Medium Bd Fd SEK NO MM LUX 03/18 SEK 9.21 0.6 3.1 3.0

Technology Fd OT EQ LUX 03/18 USD 1.58 1.4 –33.0 –18.4

World Fd NO BA LUX 03/18 USD 1.48 –10.9 –41.6 –19.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 03/18 EUR 1.27 0.2 2.4 2.0

Short Bond Fd SEK NO MM LUX 03/18 SEK 21.76 0.9 3.0 3.0

Short Bond Fd USD US MM LUX 03/18 USD 2.49 –0.2 1.2 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 03/18 SEK 9.89 –1.7 –4.1 –1.4

Alpha Bond Fd SEK -B- NO BD LUX 03/18 SEK 8.87 –1.7 –4.1 –1.4

Alpha Bond Fd SEK -C- NO BD LUX 03/18 SEK 24.76 –1.8 –4.2 –1.5

Alpha Bond Fd SEK -D- NO BD LUX 03/18 SEK 8.25 –1.8 –4.2 –1.5

Alpha Short Bd SEK -A- NO MM LUX 03/18 SEK 10.93 1.1 3.4 3.2

Alpha Short Bd SEK -B- NO MM LUX 03/18 SEK 10.25 1.1 3.4 3.2

Alpha Short Bd SEK -C- NO MM LUX 03/18 SEK 21.38 1.1 3.3 3.1

Alpha Short Bd SEK -D- NO MM LUX 03/18 SEK 8.89 1.1 3.3 3.1

Bond Fd SEK -C- NO BD LUX 03/18 SEK 41.81 0.6 8.5 5.6

Bond Fd SEK -D- NO BD LUX 03/18 SEK 12.54 0.6 7.3 5.0

Corp. Bond Fd EUR -C- EU BD LUX 03/18 EUR 1.03 –5.6 –12.6 –7.3

Corp. Bond Fd EUR -D- EU BD LUX 03/18 EUR 0.81 –5.6 –13.0 –7.5

Corp. Bond Fd SEK -C- NO BD LUX 03/18 SEK 10.05 –6.4 –16.5 –9.3

Corp. Bond Fd SEK -D- NO BD LUX 03/18 SEK 7.90 –6.4 –16.3 –9.2

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 03/18 EUR 104.36 0.5 4.8 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 03/18 EUR 103.96 0.4 4.4 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 03/18 SEK 1140.21 0.4 4.4 NS

Flexible Bond Fd -C- NO BD LUX 03/18 SEK 21.13 1.3 6.2 4.4

Flexible Bond Fd -D- NO BD LUX 03/18 SEK 11.96 1.3 6.2 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 03/18 SEK 78.18 –2.4 –22.8 –13.6

Global Hedge I SEK -D- OT OT LUX 03/18 SEK 71.45 –2.4 –25.0 –14.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 03/18 USD 1.49 –3.3 –46.3 –19.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 03/18 SEK 17.60 4.9 –28.2 –24.1

Europe Chance/Risk Fd EU EQ LUX 03/18 EUR 685.42 –10.1 –49.1 –36.3

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 03/12 USD 864.20 –8.1 NS NS

UAE Blue Chip Fund Acc OT OT ARE 03/12 AED 4.24 –7.5 –64.4 –25.7

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 03/17 EUR 26.83 –5.4 –7.2 –0.9

Bonds Eur Corp A OT OT LUX 03/16 EUR 20.96 1.1 –4.5 –3.2

Bonds Eur Hi Yld A OT OT LUX 03/16 EUR 13.16 –1.0 –30.7 –22.8

Bonds EURO A OT OT LUX 03/16 EUR 39.24 –0.6 3.3 2.9

Bonds Europe A OT OT LUX 03/17 EUR 37.67 –0.6 2.8 2.2

Bonds US MtgBkSec A OT OT LUX 03/17 USD 23.67 –7.6 –1.8 –1.8

Bonds US OppsCoreplus A OT OT LUX 03/16 USD 31.79 0.8 –0.9 2.9

Bonds World A OT OT LUX 03/16 USD 37.04 –7.0 –9.0 4.2

Eq. China A OT OT LUX 03/17 USD 14.13 –5.4 –36.6 –14.2
Eq. ConcentratedEuropeA OT OT LUX 03/17 EUR 18.22 –11.5 –42.7 –32.5
Eq. Eastern Europe A OT OT LUX 03/16 EUR 12.77 –3.3 –64.6 –40.7
Eq. Equities Global Energy OT OT LUX 03/17 USD 13.03 –8.6 –44.7 –15.4
Eq. Euroland A OT OT LUX 03/17 EUR 7.61 –17.0 –42.0 –31.7
Eq. Euroland MidCapA OT OT LUX 03/17 EUR 12.58 –12.7 –48.2 –36.5
Eq. EurolandCyclclsA OT OT LUX 03/16 EUR 12.63 –8.0 –40.1 –24.3
Eq. EurolandFinancialA OT OT LUX 03/17 EUR 6.26 –25.6 –55.8 –43.7
Eq. Glbl Emg Cty A OT OT LUX 03/17 USD 5.56 –7.0 –50.7 –23.7
Eq. Global A OT OT LUX 03/17 USD 18.25 –13.3 –43.8 –28.4
Eq. Global Technol A OT OT LUX 03/17 USD 3.78 3.6 –31.3 –26.3
Eq. Gold Mines A OT OT LUX 03/17 USD 20.22 –3.3 –43.0 –10.1
Eq. Japan Sm Cap A OT OT LUX 03/17 JPY 808.86 –10.7 –31.4 –41.0
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 03/17 USD 5.76 –9.8 –45.4 –22.2
Eq. US ConcenCore A OT OT LUX 03/17 USD 16.13 –0.7 –26.1 –17.4
Eq. US Lg Cap Gr A OT OT LUX 03/17 USD 10.56 –2.1 –38.0 –24.0
Eq. US Mid Cap A OT OT LUX 03/17 USD 19.42 –3.1 –38.1 –21.4
Eq. US Multi Strg A OT OT LUX 03/16 USD 14.04 –12.1 –43.5 –28.8
Eq. US Rel Val A OT OT LUX 03/16 USD 13.11 –15.6 –47.6 –33.9
Eq. US Sm Cap Val A OT OT LUX 03/17 USD 10.47 –19.1 –49.2 –37.8
Eq. US Value Opp A OT OT LUX 03/17 USD 11.32 –12.7 –47.0 –35.7
Money Market EURO A OT OT LUX 03/17 EUR 27.25 0.5 3.9 3.9
Money Market USD A OT OT LUX 03/17 USD 15.79 0.3 2.3 3.5

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 03/18 JPY 7270.00 –15.5 –41.1 –38.9
YMR-N Japan Fund JP EQ IRL 03/18 JPY 8231.00 –12.8 –37.0 –35.0
YMR-N Low Price Fund JP EQ IRL 03/18 JPY 11003.00 –15.2 –35.8 –36.8
YMR-N Small Cap Fund JP EQ IRL 03/18 JPY 5337.00 –16.8 –40.4 –40.7
Yuki Mizuho Gen Jpn III JP EQ IRL 03/18 JPY 3598.00 –15.3 –48.0 –39.6
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 03/18 JPY 3803.00 –15.3 –47.7 –42.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 03/18 JPY 5360.00 –12.1 –43.7 –37.7
Yuki Mizuho Jpn Gen JP EQ IRL 03/18 JPY 6973.00 –13.1 –37.6 –36.3
Yuki Mizuho Jpn Gro JP EQ IRL 03/18 JPY 5217.00 –16.6 –40.1 –39.2
Yuki Mizuho Jpn Inc JP EQ IRL 03/18 JPY 6766.00 –14.9 –35.6 –34.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 03/18 JPY 4244.00 –14.8 –39.1 –35.3
Yuki Mizuho Jpn LowP JP EQ IRL 03/18 JPY 9338.00 –17.6 –34.3 –34.1
Yuki Mizuho Jpn PGth JP EQ IRL 03/18 JPY 6513.00 –14.8 –42.4 –38.7
Yuki Mizuho Jpn SmCp JP EQ IRL 03/18 JPY 5203.00 –15.2 –43.4 –40.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 03/18 JPY 4548.00 –12.4 –36.0 –34.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 03/18 JPY 2059.00 –13.7 –48.6 –51.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 03/18 JPY 3695.00 –12.1 –44.6 –37.9
Yuki 77 General JP EQ IRL 03/18 JPY 5130.00 –13.1 –40.6 –35.8
Yuki 77 Growth JP EQ IRL 03/18 JPY 4990.00 –15.7 –43.6 –40.7
Yuki 77 Income AS EQ IRL 03/18 JPY 4415.00 –13.7 –34.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 03/18 JPY 5467.00 –12.4 –38.5 –36.1
Yuki Chugoku Jpn Gro JP EQ IRL 03/18 JPY 4203.00 –17.8 –41.3 –37.5
Yuki Chugoku JpnLowP JP EQ IRL 03/18 JPY 6659.00 –18.7 –32.6 –34.0
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 03/18 JPY 5769.00 –14.8 –41.9 –37.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 03/18 JPY 3846.00 –15.5 –42.7 –36.8
Yuki Hokuyo Jpn Inc JP EQ IRL 03/18 JPY 4338.00 –17.8 –35.4 –34.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 03/18 JPY 3943.00 –16.2 –39.9 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 03/18 JPY 3887.00 –13.6 –46.2 –39.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 03/18 JPY 3711.00 –15.0 –43.0 –38.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 03/18 JPY 4432.00 –13.1 –39.0 –35.7
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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 02/27 USD 1360.96 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 02/27 USD 1757.14 1.0 –9.4 –2.5

CMA MultHdge Balncd OT OT CYM 02/27 USD 1255.58 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 02/27 USD 1715.19 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 02/27 USD 973.78 –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 03/13 USD 468.36 NS –71.3 –44.0

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 02/27 EUR 228.29 6.3 22.4 38.0

Horseman EmMkt Opp USD GL EQ USA 02/27 USD 233.26 6.3 20.5 38.6

Horseman EurSelLtd EUR EU EQ GBR 02/27 EUR 227.03 8.5 17.0 26.1

Horseman EurSelLtd USD EU EQ GBR 02/27 USD 227.03 4.4 11.5 24.0

Horseman Glbl Ltd EUR GL EQ CYM 02/27 USD 506.15 2.8 24.8 33.0

Horseman Glbl Ltd USD GL EQ CYM 02/27 USD 506.15 2.8 24.8 33.0

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 02/27 GBP 0.95 1.2 –15.2 –3.9

Global Absolute USD OT OT GGY 02/27 USD 1.78 1.0 –15.0 –3.8

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 02/27 EUR 74.21 –2.8 –33.3 –13.9

Special Opp Inst EUR OT OT CYM 02/27 EUR 69.85 –2.7 –32.9 NS

Special Opp Inst USD OT OT CYM 02/27 USD 78.81 –2.4 –30.7 –11.2

Special Opp USD OT OT CYM 02/27 USD 77.61 –2.5 –31.2 –11.9

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 02/27 EUR 121.53 1.9 –14.8 –2.1

GH Fund CHF Hdg OT OT JEY 02/27 CHF 101.11 1.3 –17.8 –5.9

GH Fund EUR Hdg (Non-V) OT OT JEY 02/27 EUR 110.28 1.6 –17.0 –4.5

GH Fund GBP Hdg OT OT JEY 02/27 GBP 119.93 1.8 –16.9 –3.6

GH Fund Inst EUR OT OT JEY 02/27 EUR 89.40 7.1 NS NS

GH Fund Inst JPY OT OT JEY 02/27 JPY 8547.74 1.7 –15.9 NS

GH Fund Inst USD OT OT JEY 02/27 USD 100.61 2.0 –14.9 –2.4

GH FUND S EUR OT OT CYM 02/27 EUR 115.15 1.9 –16.4 –3.7

GH FUND S GBP OT OT JEY 02/27 GBP 119.79 1.8 –15.8 –2.6

GH Fund S USD OT OT CYM 02/27 USD 134.54 1.9 –14.6 –1.9

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 02/27 USD 100.82 3.4 –34.1 –12.9

MultiAdv Arb CHF Hdg OT OT JEY 02/27 CHF 85.69 2.0 –24.1 –13.0

MultiAdv Arb EUR Hdg OT OT JEY 02/27 EUR 92.59 2.5 –23.3 –11.8

MultiAdv Arb GBP Hdg OT OT JEY 02/27 GBP 99.77 2.9 –23.7 –11.5

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

MultiAdv Arb S EUR OT OT CYM 02/27 EUR 98.02 2.4 –22.6 –10.8

MultiAdv Arb S GBP OT OT CYM 02/27 GBP 102.67 3.0 –22.5 –10.1

MultiAdv Arb S USD OT OT CYM 02/27 USD 111.26 2.7 –20.9 –9.3

MultiAdv Arb USD OT OT GGY 02/27 USD 173.09 2.6 –21.9 –10.5

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 02/27 USD 107.46 0.4 –17.5 –6.5

Asian AdbantEdge EUR OT OT JEY 02/27 EUR 91.63 3.3 –19.6 –4.3

Asian AdvantEdge OT OT JEY 02/27 USD 166.28 2.6 –18.9 –2.9

Emerg AdvantEdge OT OT JEY 02/27 USD 142.60 1.6 –30.0 –8.4

Emerg AdvantEdge EUR OT OT JEY 02/27 EUR 79.92 1.7 –31.9 –10.6

Europ AdvantEdge EUR OT OT JEY 02/27 EUR 114.28 –0.8 –18.7 –8.8

Europ AdvantEdge USD OT OT JEY 02/27 USD 120.68 –1.1 –18.0 –8.0

Japan AdvantEdge JPY OT OT JEY 02/27 JPY 7745.10 –4.1 –11.9 –11.8

Japan AdvantEdge USD OT OT JEY 02/27 USD 90.18 –4.1 –10.5 –9.2

Lvgd Alpha AdvantEdge OT OT JEY 02/27 USD 86.19 0.4 –37.4 –18.7

Trading AdvantEdge OT OT GGY 02/27 USD 151.66 0.0 4.4 16.6

Trading AdvantEdge EUR OT OT GGY 02/27 EUR 137.84 0.2 4.8 15.7

Trading AdvantEdge GBP OT OT GGY 02/27 GBP 145.45 0.0 7.9 17.9

US AdvantEdge OT OT JEY 02/27 USD 104.80 2.4 –16.3 –5.2

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 12/31 EUR 101.97 –0.5 –0.5 5.7

Integrated Emg Markets EUR OT OT CYM 12/31 EUR 71.20 –32.2 –32.2 –13.8

Integrated European EUR OT OT CYM 12/31 EUR 149.01 0.3 0.3 0.4

Integrated Event Driven EUR OT OT CYM 12/31 EUR 81.84 –23.7 –23.7 –8.5

Integrated Lg/Sh Sel F EUR OT OT CYM 12/31 EUR 85.63 –14.3 –14.3 –3.0

Integrated MultSt B EUR OT OT VGB 12/31 EUR 112.90 –19.1 –19.1 –6.7

Integrated Relative Value EUR OT OT CYM 12/31 EUR 89.65 –10.8 –10.8 –3.2

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 03/13 USD 194.95 1.5 –74.6 –49.6

Antanta MidCap Fund EE EQ AND 03/13 USD 251.77 –13.1 –86.4 –56.5

Meriden Opps Fund GL OT AND 03/11 EUR 83.75 –3.8 –22.4 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 01/30 USD 1220.59 NS –14.9 –4.7

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 03/10 USD 87.17 4.7 52.2 53.0
Superfund GCT USD* OT OT LUX 03/10 USD 3753.00 2.8 33.4 32.6
Superfund Gold A (SPC) OT OT CYM 03/10 USD 1191.27 2.5 5.6 36.7
Superfund Gold B (SPC) OT OT CYM 03/10 USD 1399.24 3.8 11.4 46.8
Superfund Q-AG* OT OT AUT 03/10 EUR 8938.00 2.0 24.3 24.7

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 03/06 EUR 114.87 –3.3 –17.0 –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 03/06 USD 245.18 –5.2 –17.0 –4.9
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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 0.3 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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Pakistani premier seeks power shift, unity
Gilani would restore
power to parliament,
work with opposition

BOJ increases its bond purchases Energy chief says U.S.
is open to carbon tariffBy Megumi Fujikawa

And Tomoyuki Tachikawa

TOKYO—With Japan’s recession
deepening and corporate financing
conditions still tight, the Bank of Ja-
pan boosted its purchase of Japa-
nese government bonds to pump
more funds into the market.

The central bank also held its
benchmark interest rate steady at
an ultra-low 0.1%. The bond-pur-
chasing plan was more than ana-
lysts had expected and sooner than
many had anticipated.

With the BOJ still cautious about
financial conditions down the road,
Gov. Masaaki Shirakawa said the
stepped-up buying of government
bonds is intended to stabilize finan-
cial markets in the fiscal year start-
ing in April. The move isn’t intended
to bring down long-term interest
rates or finance growing govern-
ment deficits, he said.

The unanimous decision by the
BOJ’s policy board reflects the cen-
tral bank’s continuing effort to get
the economy moving as Japan strug-
gles with its deepest recession since
the 1970s. With exports setting
record declines each month and pro-
duction slowing sharply, Japan’s
gross domestic product fell 12.1% in
annualized terms in the final quar-
ter of 2008 and is expected to post
another double-digit decline for the
first three months of 2009.

The statement announcing the
board’s decision said economic condi-
tions in Japan have “deteriorated sig-
nificantly and are likely to continue
deteriorating for the time being.”

Like other central banks, the BOJ

has cut interest rates to near zero
and unveiled a raft of programs to
stimulate lending and spark business
activity. On Tuesday night, for exam-
ple, the central bank said it is consid-
ering providing one trillion yen
($10.15 billion) in subordinated loans
to banks to shore up their capital and
encourage them to lend more widely.

Wednesday’s decision—the larg-
est increase to date in the BOJ’s out-
right bond-purchasing operations—
will boost purchases of government
bonds to 1.8 trillion yen a month and
21.6 trillion yen a year, up from the
1.4-trillion-yen-a-month and
16.8-trillion-yen-a-year level set in
January. The market had been ex-
pecting a monthly increase of 100
billion yen to 200 billion yen.

Mr. Shirakawa suggested after

the meeting that the program is un-
likely to be expanded further.

The board decided that increas-
ing the bond purchase is “important
to conducting smooth monetary op-
erations to ensure financial-market
stability,” he said.

Wednesday’s move may help the
market overcome supply fears from
stimulus packages, Royal Bank of
Scotland strategist John Richards
wrote in a research note.

Government-bond prices rose on
the news Wednesday, with the lead
June futures contract up 0.3 point in
a matter of minutes and cash bonds,
which were flat or down before the
BOJ decision, gaining across the
curve. Profit-taking knocked off
some gains, however, and Tokyo
shares rose only modestly.

Pakistani Prime Minister Yousuf Raza Gilani on Wednesday vowed to return to Parliament authority it lost in 2002.
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ReutersBank of Japan Gov. Masaaki Shirakawa in Tokyo on Wednesday

By Ian Talley

And Tom Barkley

WASHINGTON—U.S. Energy Sec-
retary Steven Chu on Tuesday advo-
cated adjusting trade duties as a
“weapon” to protect U.S. manufac-
turing, just a day after one of China’s
top climate envoys warned of a trade
war if developed countries impose
tariffs on carbon-intensive imports.

Mr. Chu, speaking before a House
science panel, said establishing a car-
bon tariff would help “level the play-
ingfield”ifother countrieshaven’t im-
posed greenhouse-gas-reduction
mandates similar to the one President
Barack Obama plans to implement
over the next couple of years. It is the
first time the Obama administration
has made public its view on the issue.

“If other countries don’t impose
a cost on carbon, then we will be at a
disadvantage … [and] we would look
at considering perhaps duties that
would offset that cost,” Mr. Chu said.

Li Gao, a senior Chinese negotia-
tor from the National Development
and Reform Commission, told Dow
Jones Newswires Monday that a car-
bon tariff would be a “disaster,”
would prompt a trade war and
wouldn’t be legal under World
Trade Organization agreements.

Mr. Chu’s comments came amid
other signs of concern among U.S.
trading partners about protectionist
rhetoric and legislation from Wash-
ington. On Monday, Mexico an-
nounced it would put tariffs on

$2.4 billion of U.S. goods in retalia-
tion for a measure to limit the access
of Mexican truckers to U.S. roads.
“Buy American” provisions tied to
the recent stimulus package have
prompted concerns from some U.S.
trading partners, and trade issues
are expected to be prominent on the
agenda at meetings next month
among leaders of the Group of 20
leading nations.

European Union Trade Commis-
sioner Catherine Ashton said in an in-
terview in Washington Tuesday that
she hopes the Obama administration
will give strong backing to relaunch-
ing talks on the WTO’s stalled Doha
round at the G-20 meeting. Ms. Ash-
ton said U.S. support for completing
a new global trade deal would boost
confidence in world markets.

The carbon tax issue is impor-
tant to energy-intensive U.S. indus-
tries that worry that costs im-
posed by climate-change laws will
put them at a disadvantage to ri-
vals in nations that aren’t bound
by similar requirements.

European Union officials are con-
sidering a similar tariff, prompting
some developing nations to caution
that trade restrictions run the risk
of retaliatory action.

China is seeking to require im-
porters of its carbon-intensive
goods to bear the emission costs,
concerned that targets such as
those proposed by the U.S. would
cripple the nation’s growth as an in-
dustrializing nation.

By Zahid Hussain

ISLAMABAD—Pakistan’s prime
minister took up the causes of de-
mocracy and political unity Wednes-
day, after gaining in stature this
week for his role in defusing a con-
flict that left the president weak-
ened and his opposition victorious.

In an interview, Prime Minister
Yousuf Raza Gilani vowed to return
to parliament authority that it lost
in 2002 when President Asif Ali Zar-
dari’s predecessor, Pervez Mushar-
raf, gave sweeping powers to the
presidency, including the power to
dismiss parliament.

The return of powers to parlia-
ment could help restore democratic
checks and balances, advocates of
the shift say, and possibly bring the
opposition into the ruling coalition.
Opposition leader Nawaz Sharif, a
former prime minister, describes
the current distribution of powers
as Pakistan’s biggest obstacle to a
smoothly functioning democracy.

“We are committed to changing
the system,” a confident Mr. Gilani
said. “My main endeavor is to end
the politics of confrontation.”

He added that he planned to coop-
erate with Mr. Sharif. Protests led in
part by the opposition leader helped
force Mr. Zardari this week to allow
the restoration of a former Supreme
Court chief justice who had become
to many Pakistanis a symbol of rule
of law in the nascent democracy.

“I am sure we can work with
Nawaz Sharif in strengthening the
democratic process,” Mr. Gilani
said. “We have to return to parlia-
mentary democracy on the lines of
Westminster.”

In 2002, Mr. Musharraf took from
the premiership and gave to the pres-
idency the powers to appoint the
chief of the armed forces, Supreme
Court judges and the chief of the elec-
tion commission, as well as send
back for review any bill passed by

parliament. Mr. Musharraf also
made the president the supreme
commander of the armed forces.

Restoring those powers to the
prime minister would return the
presidency to its earlier, largely cere-
monial position.

That shift would also give more
power to Mr. Gilani himself. As
prime minister, however, he must an-
swer to the legislature in a way that
the president doesn’t.

“The presidential system con-

centrates too much power in one in-
dividual whereas a parliamentary
system means strengthening insti-
tutions,” says Maleeha Lodhi, a
former ambassador to the U.S. and
a political commentator.

Mr. Zardari, the widower of
former Prime Minister Benazir
Bhutto, pledged to rescind the en-
hanced presidential powers but
hasn’t yet done so. A spokesman for
Mr. Zardari said the president wants
to implement changes that rescind

the broad powers of the office “but
that requires a constitutional amend-
ment,” which calls for a two-thirds
majority vote in parliament.

Mr. Zardari, as leader of the Paki-
stan People’s Party, picked Mr. Gilani
to be prime minister after elections
in February 2008, but in recent
months people close to both men say
their relationship has cooled.

Mr. Gilani said he would offer Mr.
Sharif the opportunity to rejoin the
governing coalition. Mr. Sharif’s
party was part of the coalition after
the 2008 elections but he quit over
disagreements with Mr. Zardari last
summer. “I hope we will go back to
our relations,” Mr. Gilani said.

Mr. Gilani’s remarks come after
his own political credibility received
a big boost this week when he helped
to defuse the political turmoil that
threatened to engulf the nuclear-
armed nation.

His new assertiveness stems in
part from the backing he has re-
ceived from opposition parties.

As Mr. Sharif and hundreds of
thousands of protesters were de-
scending on the capital for demon-
strations, Mr. Zardari agreed to re-
instate the Supreme Court justice
and to petition the court to lift a
ban that bars Mr. Sharif from hold-
ing elected office.

Mr. Gilani was a key player
through negotiations to defuse the
crisis, according to members of the
opposition and of the government.
During those talks, Mr. Gilani said,
he spoke frequently with Mr. Sharif
by phone and met army chief Gen.
Ashfaq Kayani several times. Athar
Abbas, chief military spokesman, de-
clined to comment.

10 THURSDAY, MARCH 19, 2009 T H E WA L L ST R E ET JO U R NA L .

Short Mat Dollar I US BD LUX 03/17 USD 6.56 –2.2 –15.6 –11.6

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 03/17 GBP 6.10 –8.4 –22.8 –16.7
Andfs. Borsa Global GL EQ AND 03/17 EUR 5.09 –12.3 –35.8 –24.9
Andfs. Emergents GL EQ AND 03/17 USD 9.68 –3.1 –47.2 –21.2
Andfs. Espanya EU EQ AND 03/17 EUR 9.19 –15.1 –37.2 –24.9
Andfs. Estats Units US EQ AND 03/17 USD 10.91 –10.6 –37.4 –22.7
Andfs. Europa EU EQ AND 03/17 EUR 5.56 –14.3 –36.3 –26.3
Andfs. Franca EU EQ AND 03/17 EUR 7.18 –13.3 –35.0 –27.1
Andfs. Japo JP EQ AND 03/17 JPY 396.24 –9.6 –33.2 –32.1
Andfs. Plus Dollars US BA AND 03/17 USD 7.76 –8.0 –23.9 –13.9
Andfs. RF Dolars US BD AND 03/17 USD 9.56 –6.5 –15.8 –7.8
Andfs. RF Euros EU BD AND 03/17 EUR 8.34 –6.8 –22.6 –14.3
Andorfons EU BD AND 03/17 EUR 10.97 –8.0 –24.9 –17.1
Andorfons Alternative Premium OT OT AND 01/31 EUR 93.21 0.9 –18.2 –8.4
Andorfons Mix 30 EU BA AND 03/17 EUR 7.30 –9.8 –31.2 –20.5

Andorfons Mix 60 EU BA AND 03/17 EUR 7.02 –13.7 –37.8 –25.6

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 03/13 USD 119315.44 –11.6 –48.1 –25.9

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 03/18 EUR 9.89 –1.8 –2.9 –1.3
DJE-Absolut P GL EQ LUX 03/18 EUR 162.71 –7.2 –26.7 –15.2
DJE-Alpha Glbl P EU BA LUX 03/18 EUR 141.83 –7.8 –22.2 –12.3
DJE-Div& Substanz P GL EQ LUX 03/18 EUR 163.43 –6.6 –24.0 –14.1
DJE-Gold&Resourc P OT EQ LUX 03/18 EUR 127.88 –2.2 –34.6 –10.2
DJE-Renten Glbl P EU BD LUX 03/18 EUR 120.87 1.0 –0.1 0.2
LuxPro-Dragon I AS EQ LUX 03/18 EUR 100.69 8.4 –16.9 –7.9
LuxPro-Dragon P AS EQ LUX 03/18 EUR 98.30 8.3 –17.4 –8.9
LuxTopic-Aktien Europa EU EQ LUX 03/18 EUR 12.43 –13.3 –24.0 –13.8
LuxTopic-Pacific AS EQ LUX 03/18 EUR 8.88 –1.9 –46.5 –28.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 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 03/10 SAR 4.16 –12.2 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 03/16 USD 250.51 2.0 –18.9 –8.6
Sel Emerg Mkt Equity GL EQ GGY 03/16 USD 123.21 –5.9 –48.9 –21.6
Sel Euro Equity EUR US EQ GGY 03/16 EUR 65.72 –11.8 –46.1 –32.7
Sel European Equity EU EQ GGY 03/16 USD 113.35 –17.6 –55.2 –33.5
Sel Glob Equity GL EQ GGY 03/16 USD 117.37 –18.3 –50.8 –32.6
Sel Glob Fxd Inc GL BD GGY 03/16 USD 119.59 –7.3 –21.5 –8.1
Sel Pacific Equity AS EQ GGY 03/16 USD 80.08 –11.4 –47.6 –24.7
Sel US Equity US EQ GGY 03/16 USD 85.45 –15.2 –42.5 –27.2
Sel US Sm Cap Eq US EQ GGY 03/16 USD 106.39 –18.6 –46.0 –33.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 03/16 EUR 283.00 –3.0 –16.6 –10.5
DSF 50/50 EU BA LUX 03/16 EUR 204.50 –5.4 –24.0 –15.6
KBC Eq (L) Europe EU EQ LUX 03/17 EUR 345.78 –11.0 –42.9 –32.3
KBC Eq (L) Japan JP EQ LUX 03/17 JPY 14252.00 –14.8 –35.7 –34.8
KBC Eq (L) NthAmer EUR US EQ LUX 03/17 EUR 399.33 –12.6 –39.8 NS
KBC Eq (L) NthAmer USD US EQ LUX 03/17 USD 581.99 –12.3 –38.2 –23.2
KBL Key America EUR US EQ LUX 03/16 EUR 274.31 –14.0 –46.4 –28.1
KBL Key America USD US EQ LUX 03/16 USD 287.43 –13.7 –45.7 –26.8
KBL Key East Europe EU EQ LUX 03/16 EUR 1057.94 0.0 –63.3 –38.9
KBL Key Eur Sm Cie EU EQ LUX 03/16 EUR 589.86 –6.2 –48.8 –36.0
KBL Key Europe EU EQ LUX 03/16 EUR 468.15 –9.8 –36.4 –27.2
KBL Key Far East AS EQ LUX 03/16 USD 833.65 –7.6 –45.8 –24.6
KBL Key Major Em Mkts GL EQ LUX 03/16 USD 330.80 –3.5 –58.3 –26.4

KBL Key NaturalRes EUR OT EQ LUX 03/16 EUR 336.20 –1.3 –40.5 –18.4
KBL Key NaturalRes USD OT EQ LUX 03/16 USD 332.27 –7.8 –50.5 –19.4

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 03/13 USD 33.91 –0.7 –49.2 –23.3
LG Asian Plus AS EQ CYM 03/13 USD 34.55 –11.3 –55.3 –23.2
LG Asian SmallerCo's AS EQ BMU 03/17 USD 51.72 –6.2 –54.7 –40.0
LG India EA EQ MUS 03/12 USD 25.56 –19.9 –60.5 –28.8
Siberian Investment Co EE EQ IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 03/17 EUR 20.59 –21.5 –63.3 –48.2
MP-TURKEY.SI OT OT SVN 03/17 EUR 17.43 –10.8 –53.3 –35.8

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 03/17 USD 8.92 2.3 –35.6 –17.3
Parex Caspian Sea Eq EU EQ LVA 03/17 EUR 2.08 –1.0 –76.6 –53.6
Parex Eastern Europ Bd EU BD LVA 03/17 USD 8.92 2.3 –35.6 –17.3
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Ailing ‘covenant-lite’ loans
Equity firms hit
trouble paying debt
used in buyout boom

‘Second-hand’ asset market
picks up as funds seek cash

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

Bâloise’s net falls 53%
as write-downs weigh

‘Cov-lite’ still has bite
During the LBO boom, banks provided companies with ‘covenant-lite’ deals, or 
loans with loose borrowing terms. Buyout firms thought these would give 
companies flexibility through a downturn. But in this economy, all bets are off.

Clear Channel
n Bain and THL Partners struck a deal to 
buy Clear Channel in November 2006 for 
about $23 billion.

n $19.1 billion in debt financing helped 
fund the acquisition, including $15.8 billion 
in covenant-lite loans.

n Last week Moody’s said there is a ‘high 
probability’ the radio company will violate 
its debt covenants. 

Momentive
n Apollo acquired 90% of GE's advanced 
materials division in December 2006 for 
$3.8 billion and renamed it Momentive. 

n $3.3 billion in debt financing helped 
fund the deal, including $1.2 billion
in covenant-lite loans.

n On Monday, Momentive warned that 
it may have difficulty complying with its 
covenants under its credit agreement. 

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

By Peter Lattman

“Covenant-lite” loans, a hall-
mark of the buyout boom, were sup-
posed to give private-equity-owned
companies the flexibility to ride out
a recession. The ride is now getting
very bumpy.

Nicknamed for their loose loan
requirements—“covenants” in
banker-speak—two big-name cove-
nant-lite deals are showing signs of
stress, underscoring the pernicious
effect this recession is having on
companies that borrowed money
on even the most lenient of terms.

On Monday, Apollo Manage-
ment-owned silicones maker Mo-
mentive Performance Materials
warned that its earnings decline
could result in violating the liberal
covenants on its loans, resulting in
a possible default.

And, last week, Moody’s Inves-
tors Service said there is a “high
probability” that weak financial re-
sults posted by private-equity-
owned Clear Channel Communica-
tions Inc. will cause the radio giant
to violate the loose covenants on its
loans this year.

Covenant-lite loans grew to al-
most 19% of all bank debt outstand-
ing, from about 1% at the beginning
of 2006, according to Standard &
Poor’s Leveraged Commentary &
Data. Buyers of Freescale Semicon-
ductor, Neiman Marcus and Ara-
mark Corp. all used the loans to fi-
nance their acquisitions.

Private-equity executives say
the magnitude of the downturn
could result in more covenant viola-
tions in the months ahead.

Representatives for Clear Chan-
nel and Momentive declined to com-
ment.

Loan covenants traditionally
protect banks from the deteriorat-
ing financial performance of a bor-
rower. If the borrower fails to meet
certain standards, lenders can ask
for their money back or try to seize

property.
To avoid busting their covenant-

lite loans, both companies are slash-
ing costs, including layoffs at Clear
Channel and salary cuts at Momen-
tive. Future moves to stave off de-
fault could involve refinancing of
their debt, selling assets or raising
more equity—all challenging in this
environment. They also could ask
banks for a waiver or an amend-
ment of the covenants, though lend-
ers have been largely unforgiving of
late.

For now, these companies are
struggling under staggering debt
loads. Bain Capital and Thomas H.
Lee Partners’ equity investment in
Clear Channel accounts for only 13%
of the company’s capital structure.
Apollo’s equity investment in Mo-
mentive accounted for 17% of the
purchase price.

Clear Channel’s debt package
weighs especially heavily on the ra-
dio giant. This year it has to make
more than $1 billion in annual inter-
est payments amid worsening radio
and billboard advertising markets.
Clear Channel’s covenants call for a
ratio of its secured debt to Ebitda—
earnings before interest, taxes, de-
preciation and amortization—of no
more than 9.5 times. At the end of
2008, that ratio stood at 6.4 times.

Though it would appear that the
company has breathing room, busi-

ness conditions continue to deterio-
rate rapidly, says Moody’s analyst
Neil Begley. If the company can’t
stanch its earnings decline, its
debt-to-earnings ratio could rap-
idly rise.

“The terms were so lenient that
the banks lending to Clear Channel
were protected by anything short of
a catastrophe,” Mr. Begley said.
“The problem is that this environ-
ment can be fairly classified as a ca-
tastrophe.”

A similarly grim outlook exists
for Momentive, the manufacturer
of silicon-based products used in
the auto, home-building and furni-
ture industries.

In December 2006, Apollo ac-
quired 90% of General Electric’s ad-
vanced materials division for $3.9
billion and renamed it Momentive.
The Albany, N.Y., business lost $997
million in 2008, compared with a
$254 million loss in 2007, with cus-
tomer demand weak in “all regions
of the world and across all product
lines,” said Momentive’s chief exec-
utive on the company’s earnings
call Monday.

Momentive carries a $3.9 billion
total debt load, according to Stan-
dard & Poor’s. Late Tuesday, S&P
lowered its ratings on Momentive
by two notches and placed it on
credit watch for a further down-
grade.
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By Goran Mijuk

Swiss insurer Bâloise Holding
AG reported a 53% slump in 2008
net profit, hit by write-downs on its
stock and bond holdings, and said it
will cut 230 jobs.

Net profit fell to 386.7 million
Swiss francs ($327 million) from
820.1 million francs in 2007. The
Basel, Switzerland, life and nonlife
insurer that also owns a regional
bank said some 800 million francs in
write-down charges pummeled its
bottom line.

Bâloise, which was able to keep
premiums nearly stable at 7.85 bil-
lion francs, said it would pay an un-
changed dividend of 4.5 francs a
share. The insurer’s solvency ra-
tio—a measure of the strength of its
balance sheet—stood at 196%,
above the industry average of 135%.

“We have demonstrated that
Bâloise is a fundamentally sound,
highly efficient and safe company,
thanks to its excellent operational
earning power,” Chief Executive
Martin Strobel said Wednesday.

Bâloise said it expects financial
markets to be volatile and insurance
markets to remain difficult this year
because of the economic downturn,
but the company stuck to its medium-
term return-on-equity target of 15%.
In 2008, Bâloise’s return on equity
was 9%, down from 16.7% in 2007.

To reach this goal, the insurer said
it will continue to reduce costs and
cut 230 jobs in Germany, more than
10% of its work force in the country.

“The result is better than ex-
pected,” said Zürcher Kantonalbank
analysts Georg Marti. Shares in
Bâloise were up 2.6%, to 65.90 francs
in Zurich.

The covenants were
supposed to give
firms more flexibility
during bad times.

By Marietta Cauchi

LONDON—Strapped for cash, a
number of private-equity funds and
other investors are putting their as-
sets on sale, creating a potentially
huge market for funds that specialize
in picking up “second-hand” assets at
bargain prices.

Though traders say the market
for second-hand assets remains well
below its potential and not many
deals have yet been concluded, the
value of potential deals has rocketed.
Even smaller funds, like Pantheon
Partners, have seen the number of
deals it has been offered almost dou-
ble over the past 12 months, to more
than $40 billion, says Paul Ward, a
partner in Pantheon’s global “second-
aries” business.

Some private-equity funds are
even considering selling themselves
entirely. Candover confirmed Friday
that it had received several ap-
proaches, including offers for the
whole firm, after it racked up heavy
write-downs and its listed fund Can-
dover Investments PLC failed to
meet commitments on a Œ1 billion, or
about$1.3billion,contributiontoCan-
dover’s Œ3 billion 2008 Fund.

Meanwhile, 3i Group PLC says it
has put several assets on the market
as it seeks to cut its debt, which stood
at £2.11 billion, or about $3 billion, on

Dec. 31 and has dragged its share
price to record lows.

Given the carnage in the markets
in recent months, many institutional
investors are under pressure as tum-
bling stock and credit markets have
wiped out value across their portfo-
lios. Some banks are also in the mar-
ket trying to unload large private-eq-
uity portfolios as part of capital-rais-
ing programs.

“The downturn in the global econ-
omy has led to a huge growth in inter-
est and activity in the private-equity
secondary market with an increase in
both sellers and buyers engaging in
secondaries activity,” said Tim Fried-
man of private-equity research firm
Preqin.

Traditional players are being
joined by an increasing number of in-
stitutional investors—sellers looking
to gain liquidity and buyers after bar-
gains. Many of the buyers are specifi-
cally targeting interests in buyout
funds that they feel offer the biggest
discounts, Mr. Friedman said.

Still, a recent research report by
Preqin showed that only 9% of about
220 investors with private-equity
fund holdings were considering sell-
ing fund commitments on the second-
ary market within the next two years,
while 1% said they were extremely
likely to sell. —Jennifer Bollen

contributed to this article.
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