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U.S. moves to take back bonuses
Amid populist outrage, House votes 328-93 to slap big tax on payouts to AIG, others getting aid

4 p.m. ET
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Nationwide strikes turn up the pressure on Sarkozy

The U.S. House of Repre-
sentatives voted 328-93
Thursday to approve legisla-
tion that would impose hefty
taxes on bonuses paid by

American International
Group Inc. and other recipi-
ents of federal aid, after a
sharp-edged debate that dra-

matized populist outrage
over the government’s sweep-
ing efforts to prop up the na-
tion’s financial system.

With the stakes high, Wall
Street scrambled to react to
the bill. Many firms have al-
ready cut the bonuses of top
executives, in part to mollify
lawmakers demanding cuts
in pay for companies that
take government money. But
the current bill would also se-
verely restrict the pay of trad-
ers, bankers and possibly bro-
kers who produce millions of

dollars in revenue for their
firms.

The legislation was
rushed to the House floor by
Democratic leaders amid a
storm of protest among rank-
and-file lawmakers over
AIG’s decision to pay $165 mil-
lion in bonuses, while receiv-
ing more than $100 billion in
taxpayer assistance. The mea-
sure would impose a 90% sur-
tax on the disputed pay-
ments, effective for bonuses
disbursed after Dec. 31, 2008.
About half of House Republi-

cans joined almost all Demo-
crats voting in favor.

The legislation would ap-
ply widely to payments by all
institutions that have re-
ceived at least $5 billion in
taxpayer aid. The special levy
would be in addition to exist-
ing income taxes, and would
apply to bonuses received by
individuals with at least
$250,000 in adjusted gross in-
come.

“These people are…get-
ting paid for the destruction
they’ve caused to our commu-

nities,” Ways and Means
Chairman Charles Rangel (D.,
N.Y.) said Thursday during de-
bate on the House floor.

The Senate is working on
its own plan to try to recoup
the bonuses. The bill under
consideration in the Senate is
much broader than the House
version—taxing bonuses at
any company that received
federal assistance, not just
the largest ones. It would tax
bonuses at 70%, split evenly
between the company paying
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HEATED PROTEST: Workers across France, like these from a steel plant near Marseilles, demanded government action to fight the deepening economic crisis.

By Matthew

Karnitschnig

And Dana Cimilluca

Stiefel Laboratories Inc.,
a closely-held pharmaceutical
maker, is weighing takeover
offers that could be worth sev-
eral billion dollars, according
to people familiar with the
matter.

A number of companies
have expressed interest in
Stiefel, which makes itch
creams, acne treatments and
other dermatological reme-
dies.

The potential suitors in-
clude Johnson & Johnson, No-
vartis AG and GlaxoSmith-
Kline PLC, the people said.
Stiefel is likely to fetch some-
where in the range of $3 bil-
lion to $4 billion, according to

the people.
Stiefel has been controlled

for more than 160 years by the
founding Stiefel family. Pri-
vate-equity group Blackstone
Group LP, which invested
$500 million in the company
in 2007, owns a substantial mi-
nority stake.

Stiefel, founded in Ger-
many in 1847 and now based
in Coral Gables, Fla., has an-
nual revenue of about $1 bil-
lion. Little financial informa-
tion is available about Stiefel
because it is privately held.

Stiefel has entertained of-
fers in the past, but the recent
spate of drug deals has re-
newed interest in the company.

Big pharmaceutical compa-
nies, faced with the expiry of
patents on major drugs, are
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U.S. and EU tax officials
force Bern to break its
own laws. Page 11

Turkey, which has held out
against negotiating a support
package from the Interna-
tional Monetary Fund, ap-
pears to be opening the way
for a deal.

Since an IMF team left An-
kara without agreement on a
new standby package for Tur-
key in late January, Prime Min-
ister Recep Tayyip Erdogan
has said the country of 70 mil-
lion could manage without
the money. Many analysts be-
lieve he didn’t want to accept
potentially unpopular IMF
spending restrictions ahead
of important municipal elec-
tions on March 29.

Late Wednesday, however,
Mr. Erdogan softened his
stance. “It seems that we will
finalize the talks with IMF af-
ter local elections at the end
of March,” he said in an inter-
view with local broadcaster
TGRT Haber.

The economy minister,
Mehmet Simsek, also sig-
naled a possible change. He
said on Sunday during a trip
to Washington that the IMF
was now showing more “flexi-
bility” in talks, which are fo-
cused on tax reform and bud-
get spending.

The IMF has been negotiat-
ing with Turkey on spending
restrictions for at least six
months and was trying to tie
the deal to the state of the
economy, said an official in-
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News in Depth: For Renault, it’s oui to a bailout, non to layoffs
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Europe drug giants

join Stiefel suitors

By Marc Champion
in Brussels and Nicholas
Birch in Istanbul

Turkey moves closer

to getting IMF deal

British regulators said BAA
must sell three of its seven
U.K. airports, including Lon-
don’s Stansted and Gatwick,
because it controls too much
passenger traffic. The ruling
is a blow to Spanish con-
struction and infrastructure
company Ferrovial. Page 2

n EU leaders rejected calls
to increase fiscal stimulus or
step up aid to ailing Euro-
pean economies. Page 2

n The Dow industrials fell
1.2% as bank stocks slipped
and crude oil pushed north
of $51 to the highest close
since November. Stocks in
Europe advanced. Page 16

n Prudential PLC’s Thiam will
become the first black CEO of
an FTSE 100 firm. Better-than-
expected results lifted the in-
surer’s stock 13%. Page 15

n GE said its finance arm
will take a beating this year
but it won’t need to raise ex-
ternal capital. Page 5

n Toyota’s Lexus lost its top
ranking in an influential vehi-
cle-dependability study to
Jaguar and Buick, which tied
for No. 1. Page 3

n Philips Electronics will
launch in India Friday a line
of home-health products,
part of its push into fast-
growing markets. Page 4

n The Fed’s decision to put
more money into the financial
system reflects its worry that
the U.S. economy is plagued
by excess capacity. Page 8

n Chery and Fiat have post-
poned a plan to begin mak-
ing cars for the Chinese mar-
ket because of the global
economic slump. Page 6

n The euro’s rally won’t last
long, especially if the ECB
adopts quantitative-easing
measures. Page 15

n Bin Laden urged Somalia’s
Islamic militants in an audio
tape to overthrow the coun-
try’s new president.

n Fritzl was sentenced to
life in a psychiatric ward in
Austria after a jury convicted
him of homicide, enslave-
ment and other charges in-
volving his daughter.

n The U.K. Treasury said
Morgan Stanley economist
David Miles will join its Mon-
etary Policy Committee.

n Died: Natasha Richardson,
45, a Tony Award winning
actress, from head injuries
suffered in a skiing accident.
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Can Europe act collec-
tively?

The Federal Reserve’s
shock tactic of pumping $1
trillion into the U.S. econ-
omy through bond pur-
chases, which follow a simi-
lar move by the Bank of Eng-
land, has left the European
Central Bank in bind.

The ECB already is react-
ing more slowly to eco-
nomic woes than the U.S.
and the U.K. Its refinancing
rate of 1.5% is one percent-
age point above comparable
rates in the U.S. and
U.K.—despite forecasts that
inflation in the 16-nation
euro zone will hit zero this
year and the economy could
contract by as much as 4%.

Printing money, as the
U.S. and U.K are doing, is any-
thing but a risk-free solution
to the deflationary threat.
One immediate consequence
of the Fed’s action has been
to further undermine confi-
dence in the dollar.

That comes at a time
when the euro already looks
overvalued and piles even
more pressure on the ECB,
which had been hoping that
the stimulative impact of a
weaker euro would help
counter the disinflationary,

if not deflationary, pres-
sures it faces.

In its defense, the ECB
hasn’t been idle. Its less-
closely followed deposit

rate, which banks receive on
cash left with it overnight,
stands at 0.5%, well below
the overnight interbank rate
of 0.9%. The ECB hopes that
gap will encourage banks to

lend to one another—and,
more important, lend to cus-
tomers. The trouble is that
with confidence shot to
pieces, banks might con-
tinue to hoard cash regard-
less of the deposit rate.

Two things are restrain-
ing the ECB from more radi-
cal action. One is philosophi-
cal: the ECB inherited the in-
flation-fighting mantle of the
Deutsche Bundesbank, an in-
stitution forged amid the ru-
ins of the Weimar Republic’s
disastrous experience with
hyperinflation. Another is
the difficulty of building a
consensus among the 16
euro-zone members, particu-
larly when Germany feels it
will pick up the tab for the

reckless behavior of others.
That is a particular prob-

lem when it comes to so-
called quantitative easing, or
using the central-bank bal-
ance sheet to buy govern-
ment bonds. When the Fed
and the Bank of England
want to pump money into
the economy, they simply
buy their country’s govern-
ment bonds.

But the euro zone doesn’t
issue common bonds. In-
stead, the ECB would have to
buy bonds issued by member
states, forcing it into a politi-
cal minefield as it tries to de-
cide whose debt to buy and
how much of it.

Would it only buy bonds
from triple-A-rated coun-
tries such as Germany and
France, whose debt has the
lowest risk and is the most
liquid? Or would it buy the
bonds of downgraded coun-
tries such as Greece and Ire-
land, thereby cutting their
borrowing costs?

These are tricky ques-
tions. But unless the euro
zone acts quickly to agree
on some ground rules, the
ECB risks finding itself un-
able to act even if it decides
that quantative easing is its
only option.
 —Matthew Curtin

UBS bondholders squirm

Greece struggles as tourism, shipping dry up
Global recession, riots
scare away visitors;
‘if they come at all’

Is a bird in the hand
worth two in the bush?

UBS AG’s offer to buy
back subordinated debt at a
discount of as much as
37.5% makes sense for the
bank: it would boost its Tier
1 ratio and signals it is com-
fortable using cash to re-
duce debt. That pushed
down its credit-default-
swap prices Thursday.

But, for bondholders, it
presents a tricky trade to
value. UBS is offering to buy
back as much as Œ1 billion
($1.35 billion) out of a total
of Œ4.4 billion in four Lower
Tier 2 bonds. It is offering
minimum prices of 62.5%
and 65% of face value de-
pending on the bond. While
only just above where the
debt was trading Wednes-
day, it gives a welcome
boost to a market that cur-
rently has few buyers.

The bonds are so dis-
tressed because investors
fear banks won’t exercise
their option to redeem
Lower Tier 2 debt at the
first opportunity. Histori-
cally, banks always did, but
last December, Deutsche
Bank failed to call a bond.
That caused a wholesale re-
pricing of the market. The
UBS bonds are callable be-

tween November 2010 and
September 2014.

If UBS buys back Œ1 bil-
lion of bonds at 70% of face
value, CreditSights esti-
mates the pretax gain of
Œ300 million would add
around 0.1 percentage point
to UBS’s Tier 1 ratio, which
was 11.5% at the end of
2008.

But bondholders face a
complex choice. Holders
who don’t mark their bonds
to market are unlikely to ten-
der, as they would take a
loss. Investors who have
taken write-downs on the
bonds have to decide
whether to book an immedi-
ate profit or risk missing out
on a big windfall if UBS does
decide to call the bonds,
which would be at par.

UBS says it will only
make that decision when
the call date approaches.
That leaves bondholders to
try to second-guess whether
it would be economic to re-
deem the debt and whether
UBS would want to access
this market again. Given the
doubts over the future of
this asset class, which regu-
lators increasingly believe
shouldn’t count as capital,
that is far from certain.
 —Richard Barley

The ECB remains in denial

By Sebastian Moffett

And Alkman Granitsas

ATHENS—The restaurants and
souvenir stores beneath the Acrop-
olis are quieter than usual this
year. The world economic crisis is
keeping many would-be visitors to
Greece at home, and days of riots
by Greek youth in December per-
suaded others that Athens is a dan-
gerous place to visit.

“The TV terrifies the people,”
moans Isidoros Manolakis, a car-
pet merchant, who says his sales
are down 80% from last year.
“Even if they’re making the same
money as last year … they are terri-
fied so they don’t want to go and
buy a cup of coffee.”

Greece has been one of the acci-
dental victims of the financial cri-
sis. Though its banking system is
healthy, it is heavily dependent on
overseas sources of income, in par-
ticular shipping and tourism,
which accounts for about one in
five Greek jobs.

The slowdown in both these in-
dustries threatens to end years of
strong growth, in addition to set-
ting back the Greek government’s
efforts to trim its budget deficit.

The fall in tourism is hitting
other countries in Europe. Spain,
where the credit crunch has
snuffed out a long construction
boom, also relies heavily on tour-
ism. It’s now expecting a tough

year, as British tourists stay home
because of the fall in the pound.
The number of foreign tourists
traveling to Spain fell 10% in Janu-
ary 2009 from last year.

Greece reaped Œ11.6 billion
($15.65 billion) in overseas reve-
nue from tourism in 2008—equiva-
lent to 5% of gross domestic prod-
uct. Much of that comes from
American and Northern European
visitors, regions that are now in re-
cession.

“Clearly the unemployed per-
son in Germany will not come to
Greece,” says Nicholas Nanopou-
los, CEO of EFG Eurobank Ergasias
SA, Greece’s second-largest bank
by assets. “But … a lot depends on
how things will evolve in the next
months.”

The Greek economy has been
on a steady slide over the past few
months. Growth fell to 2.9% last
year, down from 4% in 2007, and
the European Commission fore-
casts just 0.2% this year. Public
debt is equivalent to more than
90% of gross domestic product—
the second-highest ratio in the
euro zone, after Italy—and about
one-sixth of government spending
goes toward servicing this debt.

In January, Standard & Poor’s
lowered its rating on Greece’s sov-
ereign debt to A-minus, from A.
Benchmark 10-year Greek govern-
ment bonds are now priced at
about 2.75 percentage points over
their German equivalents, up from
as little as 0.5 percentage point
two years ago. Greece expects to

spend Œ700 million more this year
servicing its debt than the Œ11.3 bil-
lion it spent in 2008, and Œ2.2 bil-
lion more than in 2007.

While other European econo-
mies have announced big eco-
nomic-stimulus packages, Greece
couldn’t “without putting in dan-
ger the fundamentals of the Greek
economy,” Finance Minister Yan-
nis Papathanassiou told foreign
journalists this week. Instead, he
unveiled Wednesday the first pay
freeze in years for more than two-
thirds of Greece’s 700,000 public-
sector employees.

Like tourism, the Greek ship-
ping industry was booming until
recently, as China and other devel-
oping countries demanded increas-
ing quantities of grain, coal and

iron ore. Greek shipping brought
in Œ16.9 billion in overseas earn-
ings in 2007, up from Œ14.3 billion
in 2006, according to the Greek
central bank.

But last autumn, the loss of con-
fidence in banks made it nearly im-
possible for companies to sign de-
livery contracts, says Angeliki
Frangou, CEO of Navios Maritime
Holdings Inc., one of Greece’s big-
gest carriers of dry bulk goods.
“All of a sudden, letters of credit
did not exist,” says Ms.Frangou.
“We saw global shipping coming
to a standstill.”

She says shipping has picked
up in the past couple of months,
and that stimulus measures in
other countries will boost demand
for raw materials and, therefore,
shipping.

For the tourism industry, the
situation looks worse. Early book-
ings this year are as much as 25%
lower than last year, says Georgios
Drakopoulos, director general of
the Association of Greek Tourism
Enterprises. He says there is “bad
psychology” in the industry, and
says he hopes that “this year will
be the year of the last-minute book-
ing.”

Many winter visitors to Athens
are provincial Greeks. But due to a
combination of economic worries
and the student riots, hotel occu-
pancy rates were down to 35% in
December and January compared
with 65% last year, says Mr. Drako-
poulos.

Mr. Manolakis, the carpet mer-
chant, says the next few weeks will
decide whether confidence re-
turns and he can keep all his em-
ployees. “At the end of March they
[the tourists] are starting to de-
cide. This time, they will come
later, if they come at all.”

Slowing growth

Sources: Greek Ministry of Economy and Finance; European Commission (GDP); 
Association of Greek Tourism Enterprises (Tourism revenue and visitors)
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By Kaveri Niththyananthan

LONDON—British antitrust reg-
ulators Thursday said BAA Ltd.
must sell three of its seven U.K. air-
ports, including London’s Stansted
and Gatwick, because it controls
too much passenger traffic in and
out of the country.

Christopher Clarke, chairman of
the BAA airports inquiry, said that
“given the nature and scale of the
competition problems we have
found, we do not consider that alter-
native measures, such as the sale of
only one of the London airports or
greater regulation, will suffice.”

The Competition Commission es-
timated that Heathrow, Gatwick,
Stansted and Southampton, all
owned by BAA, accounted for 90%
of airport passengers in southeast
England.

The ruling is the latest blow to
Spanish construction and infra-
structure company Grupo Fer-
rovial SA, which built up a huge
debt pile when it led a consortium
that bought BAA in 2006 for £10.3
billion ($14.7 billion).

Analysts estimate Ferrovial will
get about Œ4 billion ($5.4 billion)
from the sale of the airports, help-
ing pay down its Œ26 billion debt.

Ferrovial gets to keep the highly
profitable London Heathrow Air-
port, but loses Stansted. That air-
port, used by low-cost airlines such
as Ryanair Holdings PLC, has the
most immediate potential for
growth.

BAA said it might appeal the de-
cision, which comes after a two-
year probe by the Competition Com-
mission. While BAA said it accepted
the need for change, it said the regu-
lator’s analysis was flawed and it
would prove difficult to achieve the

remedies amid the recession.
The BAA ruling is the first time

the regulator has forced a company
to divest itself of assets as a result
of a market inquiry, rather than a
merger or acquisition. BAA put
Gatwick Airport up for sale late last
year in a move that observers said
was a bid to hang on to Stansted and
to prevent a breakup of the com-
pany.

The company, which has two
months to file an appeal, said it still
believed that selling three airports
wouldn’t boost competition.

The regulator said BAA has two
years to sell the airports, starting
with Gatwick. It can choose
whether to sell Edinburgh or Glas-
gow airport in Scotland.

Senior BAA executives had previ-
ously indicated the company would
get just one year to complete the
sales, a daunting prospect in the
current financial environment.

The loss of Stansted will be hard
for BAA. The government has al-
ready given the go-ahead to in-
crease capacity at the airport by
10% to 264,000 flights a year and
raised the cap on passenger num-
bers to 35 million a year by 2015-16

from the current 25 million.
A public inquiry into a second

runway proposal at Stansted is due
to be held shortly, and Mr. Clarke
said he would prefer Stansted to be
sold sooner rather than later so a
new owner could be involved in the
planning process.

The regulator’s decision to force
BAA to sell off airports was wel-
comed by Ryanair, which has ac-
cused BAA of charging airlines too
much,andbytheU.K.government.A
spokesman for Prime Minister Gor-
donBrownsaidthegovernmentsup-
ports competition among airport
owners.

Calling for a “more effective and
more flexible regulatory system”
for airports, the commission said in
its findings that there were addi-
tional problems at the London air-
ports arising from the current sys-
tem of regulation, planning and as-
pects of government policy. It rec-
ommended the government
shouldn’t “unduly constrain the
market” and should consider the
possibility of a second runway at
Gatwick after 2019.
 —Laurence Norman

contributed to this article.

BAA must sell 3 airports
U.K. regulator says
company controls
too much traffic

EU leaders rebuff calls
for more fiscal stimulus

European Union leaders, meet-
ing at a Brussels summit, rejected
calls to expand their fiscal-stimu-
lus policies, or to boost aid for
struggling Eastern European coun-
tries.

The EU leaders said they are will-
ing to provide $75 billion to in-
crease the International Monetary
Fund’s war chest, provided the U.S.
and China also pledge money. The
IMF is seeking to double its re-
sources for helping countries to
$500 billion from $250 billion.

But key EU countries including
Germany and the U.K., are opposed
to expanding the bloc’s own fund
for helping ailing economies in Cen-
tral and Eastern Europe. Much of
that Œ25 billon fund has been spent
on aid to Hungary and Latvia.

Germany and other major Euro-
pean countries are under pressure
from the U.S. to do more to support
the sagging world economy
through tax cuts or higher govern-
ment spending. So far the EU, led by
Germany, has rejected calls for addi-
tional stimulus measures and
warned the U.S. not to press the is-
sue at the coming summit of 20
leading economies in London on
April 2.

German Chancellor Angela Mer-
kel said in a speech to Germany’s
parliament on Thursday that her
government was doing more than
most to support the world economy
through higher spending and lower
taxes. Germany’s stance could
come under pressure from finan-
cially weaker countries within Eu-
rope as their economies sink
deeper into trouble, economists
say.

Struggling EU countries range
from Ireland and Spain, where hous-
ing-market bubbles have burst, to
Hungary and Latvia in the conti-
nent’s post-communist East, where
capital flight has forced govern-
ments to seek IMF aid.

Although Germany is in its
worst recession in 60 years, Eu-
rope’s biggest economy has rela-

tively strong public finances and
still enjoys the trust of capital mar-
kets.

That means Germany could be
doing more to raise its domestic de-
mand through higher government
borrowing, say critics. Germany’s
reluctance to do so means its neigh-
bors’ recessions will be worse than
necessary, says Julian Callow, Euro-
pean economist at Barclays Capi-
tal.

Nordic countries, the Nether-
lands and Switzerland can to help
in this process, Mr. Callow says, but
Germany is by far the biggest coun-
try with a trade surplus.

The consequence of Germany’s
cautious fiscal policy could be that
Spain, Italy, Ireland and other weak
economies will have to slash wages
and other costs to restore their com-
petitiveness. These euro-zone coun-
tries no longer have their own cur-
rencies, so they can’t do it by deval-
uing their exchange rates.

Germany’s defenders say the
country is already doing a lot. Ger-
many’s extra spending plans and
tax trims add up to 3.5% of GDP,
spread out over this year and next.
Fiscal-support measures even
come to 4.7% of GDP if the auto-
matic effects of higher benefits and
lower tax revenue in a recession are
added, according to the govern-
ment.

“Germany is already going to
the limit of what is financially possi-
ble to stimulate the economy,” says
Jörg Krämer, chief economist at
Commerzbank in Frankfurt. The
country is on track for a budget defi-
cit of 5% to 6% of GDP next year,
compared with a balanced budget
in 2007, he says. Spain, Italy and
other struggling economies have
structural problems, rather than a
problem of insufficient demand in
Germany, says Mr. Krämer.

Ms. Merkel and other German
policy makers are reluctant to add
to their deficit spending for several
reasons. Germany faces growing fis-
cal strains because its aging popula-
tion spells rising pension and
health-care spending. Recent gov-
ernments have tried hard to cut pub-
lic debt as the population ages.

INDEX TO PEOPLE

LEADING THE NEWS

INDEX TO BUSINESSES

BAA has to sell three airports,
including Stansted. Above, an
EasyJet aircraft takes off
from Stansted Thursday.

Re
ut

er
s

By Marcus Walker in Berlin
and Adam Cohen in Brussels

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 Fax: 32 2 741 1600

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799
 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by
Dogan Media Group / Hürriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post
Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones
& Co. © 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

2 FRIDAY - SUNDAY, MARCH 20 - 22, 2009 T H E WA L L ST R E ET JO U R NA L .

the bonus and the employee receiv-
ing it.

The tax legislation would “kill
Wall Street’s ability to come back,”
said Gustavo Dolfino, who runs re-
cruiting firm WhiteRock Group. “It’s
like they’re throwing a grenade at
the problem, hitting the good and
the bad at the same time.”

At least nine banks—Citigroup
Inc., J.P. Morgan Chase & Co., Wells
Fargo & Co., Bank of America Corp.,
Goldman Sachs Group Inc., Morgan
Stanley, PNC Financial Services
Group Inc. and US Bancorp—have
received more than $5 billion in fed-
eral bailout funds, a threshold that
under the House plan would acti-
vate the tax for employees.

General Motors Corp. has also re-
ceived more than $13 billion in
funds from the Troubled Asset Re-
lief Program. Its former finance
arm, GMAC LLC, also received $5 bil-
lion in TARP aid late last year.

Republicans opposing the bill
during the House debate said Con-
gress shouldn’t rush to judgment by
passing the tax on bonuses, which
they said might be unconstitutional
if it was legislation to punish a spe-
cific individual or group of individu-
als.

A leading finance trade group,
the Securities Industry and Finan-

cial Markets Association, said it was
in consultation with a constitu-
tional-law expert about the legality
of the tax proposals. But it chose not
to make an immediate statement on
the bill.

If the bill becomes law, the flow
of bankers and traders from U.S.
banks to foreign firms, hedge funds
and smaller boutique companies
could accelerate. “They might as
well shut these companies down
and put them out of business,” said
Alan Guarino, a managing director
at Korn/Ferry that estimates that
the bill will affect thousands of Wall
Street employees. The bill “creates
an unfair advantage for any major
player who is not subject to the
TARP restrictions.”

The rising ire over the bonuses is
also complicating the government’s
existing bailout efforts by scaring
off potential participants, and mak-
ing it more difficult for the Obama
administration to secure additional
taxpayer funds to help stabilize the
financial system. Aides to President
Barack Obama had suggested they
would ask Congress soon for an addi-
tional $250 billion in funds to shore
up the system, beyond the $700 bil-
lion approved last fall.

Still, the feeling at one major
bank Thursday was that the legisla-
tion would get significantly watered

down, making it applicable only to
AIG, or, perhaps, firms that have re-
ceived more government assistance
than just the initial handouts made
under the TARP program. Another
possibility would be to create excep-
tions for firms that agree in writing
to pay back the TARP funds within a
certain amount of time.

It’s also possible that the legisla-
tion will simply change the mix of
Wall Street compensation, with em-
ployees earning much higher fixed
salaries. More firms might also

switch to a model in which employ-
ees are paid a monthly or quarterly
percentage of the revenue they gen-
erate, instead of a low base salary
and a large end-of-year bonus based
on the success of the firm and their
own individual performance, indus-
try observers say.

In 2008, Wall Street firms paid
bonuses of $18.4 billion to their em-
ployees in New York City, according

to estimates by New York State
Comptroller Thomas P. DiNapoli.
While that was down 44% from a
year earlier, the payouts still were
the sixth-highest ever, averaging
$112,000 per employee.

Last year, Goldman Sachs, Mor-
gan Stanley, Merrill Lynch & Co., Leh-
man Brothers Holdings Inc. and
Bear Stearns Cos. likely paid more
than $20 billion in overall bonuses,
even though they posted a com-
bined net loss of nearly $26 billion.

At Goldman Sachs, $10.9 billion

was paid last year in salaries, bo-
nuses, benefits and stock awards,
meaning that the firm's 30,000 em-
ployees made on average, about
$362,000, well more than the
amount that would trigger the tax.

Goldman Sachs and Morgan Stan-
ley both announced bonuses for
their employees in December, but
then distributed the payments in
January, meaning that they are sub-

ject to the bills being considered in
Congress. Merrill Lynch accelerated
its payments before Jan. 1.

The bonuses at AIG have become
a symbol of excesses on Wall Street
that led to the financial crisis. Offi-
cials have authorized $173.3 billion
in federal aid to the troubled insurer
since September—the largest
amount received by any U.S. finan-
cial firm—making the government
AIG’s majority owner, with a nearly
80% stake.

AIG Chief Executive Edward
Liddy said Wednesday that the com-
pany had asked some of the employ-
ees to voluntarily return a portion of
the bonus payments. The biggest bo-
nus, more than $6.4 million, went to
Douglas Poling, who was returning
the money, according to a person fa-
miliar with the matter. Mr. Poling,
an executive vice president with re-
sponsibility for energy and infra-
structure investments, declined to
comment.

New York Attorney General An-
drew Cuomo said Thursday that he
had received a full list of bonus recip-
ients from AIG and was working
with the company to determine who
has kept or returned their bonuses.
He said he wasn’t making the names
public for now, and was assessing
the risk to employees. Mr. Liddy said
some had received death threats.

Continued from first page

Amid outrage over AIG, U.S. House votes to tax bonuses
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The rising ire over the bonuses is also
complicating the government’s existing
bailout efforts by scaring off potential
participants.
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FERRARI
365 GTB/4 Daytona Spyder Conversion
Red/Tan. Looks, Runs, Drives like a Dream!

365 GTB/4 Daytona Coupe
Red/Tan. Exceptional!
Both Priced to Sell!

barry@somersetautogroup.com
508-675-1106 (MA)

'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

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

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

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

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

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers.
Tuesdays in Marketplace.

To advertise call 44-20-7842-9600 or 49-69-971-4280
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IMF sweetens loan offer
Developing nations
haven’t taken up
E-Z credit program

Jaguar ties for top place
in dependability survey

Note: 2009 and 2010 figures are estimated         Source: International Monetary Fund
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By Bob Davis

WASHINGTON—Looking to help
big developing countries cope with
the global downturn, the Interna-
tional Monetary Fund plans to
sweeten a $100 billion lending pro-
gram announced in October that
didn’t attract a single borrower.

Senior IMF officials said the re-
vised lending program, called the
flexible credit line, would act as a
line of credit for countries with poli-
cies the IMF believes are generally
sound but which face sharp declines
in growth.

Among the countries targeted:
Mexico, Peru, Chile, Brazil, Sin-
gapore, Korea, Taiwan and perhaps
Poland. While those countries have
escaped the worst of the downturn
thus far, they are being battered by a
falloff in bank lending and trade.
IMF officials said they want to head
off more problems there, which
could further weaken the U.S. and
European banks and exporters.

For the IMF, the revisions are an-
other effort to carve out a central
role in handling the global down-
turn,before the leaders of the Group
of 20 industrial and developing na-
tions gather in London on April 2.
The leaders are likely to approve at
least a doubling of IMF lending re-

serves to $500 billion, and a large
chunk of that funding would go for
the flexible credit line.

An IMF forecast released Thurs-
day, which said the global recession
is getting worse, will propel the
IMF’s work to the top of the G-20
agenda. The report estimated global
GDP will decline by 0.5% to 1% in
2009, the first contraction since
World War II, and would pick up
somewhat in 2010 to 1.5% to 2.5%
growth. The IMF considers global
growth of less than 2.5% a recession.

In the fourth quarter of 2008, the
IMF report said, global growth
dropped by 5% on an annual basis,
which it labeled “unprecedented.”
An IMF official said the world econ-
omy is contracting at “a similar
pace” in the current quarter.

Last fall, after Lehman Brothers
collapsed, the IMF made a big push
to reverse decades of distrust of the
Fund, especially in Latin America
and Asia, where it is associated with
making heavy-handed demands for
countries in crisis. Through a pro-
gram informally called “E-Z loans,”
the IMF said it will preapprove na-
tions with policies it judged sound.
The fund also said it wouldn’t re-
quire borrower nations to make sig-
nificant changes in economic policy.

Most countries didn’t qualify for
the loan. Turkey, for instance, which
is negotiating a loan arrangement
with the IMF, has held off approval
until after municipal elections on
March 29. The country didn’t want
to accept potentially unpopular IMF
spending restrictions, although the

IMF has eased its demands as the
Turkish economy has worsened.

IMF officials said not a single
country—including those that
would qualify—applied for an E-Z
loan. The main reason was fear of a
backlash at home and in financial
markets, which might interpret the
loan as a sign of weakness.

“If I were running a country, I
wouldn’t want the IMF in a headline
unless it’s something like, ‘Poland
tells the IMF to stuff it,’ ” said Simon
Johnson, a former IMF chief econo-
mist who is now a professor at Mas-
sachusetts Institute of Technology.

Finance ministers told the IMF
that some aspects of the E-Z loan
were unattractive. The IMF offered
three-month loans of as much as
five times a country’s “quota,” mean-
ing its financial stake in the IMF.

With its new flexible credit line
program, which is expected to win
IMF executive board approval early
next week, the Fund looks to ad-
dress the concerns of finance minis-
ters and economists. The IMF plans
to offer the loans as lines of credit,
so countries would tap them only if
needed, and wouldn’t pay interest
unless they used the money. In IMF
parlance, that makes the loan “pre-
cautionary”—one meant to prevent
financial fires rather than douse
them once ignited.

Final details are being worked
out. The IMF is expecting to remove
any cap on the amount countries
can borrow though it’s likely in prac-
tice to keep the amount to 10 times a
country’s quota. The credit line can

be renewed indefinitely.
Even with the eased terms,

though, it’s far from certain that the
IMF will find customers. The U.S.
Federal Reserve and Treasury De-
partment faced a similar crisis-re-
lated perception problem in Octo-
ber, when they sought to pump capi-
tal into a few weak banks. To help
those banks avoid appearing weak,
officials forced even healthy banks
to go along.

The IMF doesn’t have remotely
as much power over its 185 member
nations, so it’s hoping to persuade a
few of the healthier developing
countries to give the flexible credit
line credibility by borrowing. The
IMF has targeted Mexico, whose fi-
nance minister, Agustín Carstens, is
a former IMF deputy managing di-
rector, to break the logjam, two offi-
cials said.

The IMF doesn’t have a commit-
ment from any country that it will

borrow under the new credit line, in
part, because members want to ex-
amine the specifics of the lending ar-
rangement. The Mexican finance
ministry didn’t respond to a request
to comment.

Mr. Johnson, the former IMF offi-
cial, said many countries being con-
sidered by the IMF don’t really need
the money and are unlikely to take
the political risk of borrowing from
the IMF. In November, Asian finance
ministers said they would put to-
gether a $120 billion pool of re-
serves against which central banks
can borrow, in part, so they
wouldn’t have to turn to the IMF.

The true test of the program, Mr.
Johnson said, would be whether the
IMF would approve a flexible credit
line for a country such as Poland,
whose economy is holding up better
than many in Eastern Europe, but
which is tarred by association with
its neighbors.

By Alex P. Kellogg

DETROIT—Jaguar and Buick tied
for the top ranking in an influential
vehicle-dependability study, sup-
planting Toyota Motor Corp.’s Lexus
brand, which had held or tied for the
No. 1 spot 14 years in a row.

The results offer General Motors
Corp., maker of Buick vehicles, some
bragging rights at a time when it is
surviving on government loans, and
also underscore the narrowing qual-
ity gap between major Japanese auto
makers and some Detroit brands.

Lexus finished second in J.D.
Power & Associates’ 2009 Vehicle De-
pendability Study, followed by Toyo-
ta’s namesake brand and Ford Mo-
tor Co.’s Mercury brand. Lexus was
top-ranked in 2008 and tied with
Buick in 2007.

The study measures problems
that cropped up on vehicles over
three years. This year’s study looked
at 2006 models and is based on sur-
veysof more than 46,000 vehicle own-
ers. J. D. Power’s best-known survey
is likely its quality survey, slated for
release in June, which looks at cur-
rent-model vehicles and problems
that crop up in the first 90 days of
ownership. Both studies are closely
watched by consumers and can influ-
ence buying decisions.

Jaguar and Buick owners re-
ported 122 problems for every 100
vehicles included in the survey, im-
proving from sixth and tenth place,
respectively, in the 2008 study.
Lexus was just behind with 126 prob-
lems per 100 vehicles.

Some of the most commonly re-

ported problems included issues like
noisy or shuddering brakes, head-
light-bulb failure and peeling paint.

The Big Three have made marked
improvement in the last several
years, said David Sargent, vice presi-
dent of automotive research at J.D.
Power. “They’re not all clustered at
the bottom as they used to be,” he
said.

Toyota’s lead was more pro-
nounced in individual vehicle seg-
ments. Out of 19 segments, vehicles
made by Toyota garnered five car seg-
ment awards in 2009. Toyota was top
in many of the small and compact car
categories. The Buick LaCrosse led
midsized cars and the Mercury Grand
Marquis led large cars.

“In midsized cars and larger vehi-
cles,” Mr. Sargent said, the quality
gap “has vanished.” Due to the suc-
cess of the brand, GM now uses
higher-quality Buick parts such as
sealing and certain door hardware in
its lower-end Chevrolet brands,
Jamie Hresko, GM’s vice president of
global quality, said.

For Jaguar, which has faced a long
haul in erasing a perception of lag-
ging quality, its 2009 ranking is a big
step forward. Jaguar Managing Direc-
tor Mike O’Driscoll said one way the
company has improved quality is by
making its cars 60% stronger, though
lighter, through the use of aluminum.

Land Rover, which is owned by the
same parent company as Jaguar, In-
dia’s Tata Motors Ltd., rose to the
third to last from last place, besting
only Volkswagen and Suzuki.

 —Sharon Terlep contributed to
this article.

NEW MODEL IN STEEL

www.ballonbleu.cartier.com
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Uproar over AIG adds to Geithner’s woes
Role of Treasury
in firm’s bonuses
may vex U.S. rescue

U.S. Army to end forced-retention policy

trying to diversify their businesses.
Dermatology and the broader “aes-
thetic medicine” market is one they
are increasingly interested in be-
cause of the aging global popula-
tion.

But the economic downturn has
tempered demand for many of these
products and hit the share prices of
some companies in the field.

Medicis Pharmaceutical Corp.,
another maker of skin products, has
seen its shares drop about 40% over

the past year, for example.
After several generations of own-

ership, it’s not clear why the Stiefel
family would want to sell in such an
environment.

Charles Stiefel, the company’s
chief executive and chairman, has ex-
panded the company in recent years
through several acquisitions. Stiefel
paid about $605 million to acquire
Connetics Corp., a drug company spe-
cialized in dermatology, in 2006. Last
year, Stiefel bought Barrier Therapeu-
tics Inc. for about $150 million.

Continued from first page

By Deborah Solomon

WASHINGTON—The furor over
$165 million in bonus payments to
employees of American Interna-
tional Group Inc. has ensnared Trea-
sury Secretary Timothy Geithner,
adding to his list of woes and poten-
tially complicating the administra-
tion’s efforts to contain the financial
crisis.

Lawmakers in both parties
Wednesday questioned why Mr.
Geithner didn’t do more to derail
the bonus payments, and two Repub-
licans called on him to resign.

The uproar comes on top of a
skeptical reception to Mr. Geith-
ner’s plan to ameliorate the finan-
cial crisis and concern about his
slowness in building a team.

From the outset, Mr. Geithner’s
tenure was clouded by questions
about his failure to pay personal
taxes. Now, seven weeks into the
job, he also finds himself pilloried
by late-night comics.

On Wednesday, President Barack
Obama expressed confidence in Mr.
Geithner, saying the Treasury secre-
tary is dealing with more crises
early on than any of his predeces-
sors, perhaps with the exception of
the first Treasury secretary, Alex-
ander Hamilton.

“He is making all the right moves
in terms of playing a bad hand,” the
president said. Mr. Obama took ulti-
mate responsibility for the bonus
flap, saying “the buck stops with
me.”

The missteps threaten to compli-
cate Mr. Geithner’s ability to fix the
financial crisis. Already, lawmakers
are seeking to impose even tougher
restrictions on firms receiving bail-
out aid, something Treasury offi-
cials worry will further damp partici-
pation in programs aimed at restor-

ing the financial system’s health.
Mr. Geithner has been operating

with a skeleton crew of advisers. De-
spite that handicap, he has launched
a new bank-bailout plan, including
“stress tests” for the nation’s larg-
est banks, rolled out an ef-
fort to assist troubled
homeowners and a plan to
boost the availability of
consumer loans. He didn’t
stop the AIG bonus pay-
ments, but he did slash or
nix hundreds of millions of
dollars in additional pay-
ments.

Critics say Mr. Geithner
stumbled badly on AIG, en-
dangering the president’s
broader agenda. “The Presi-
dent cannot afford to lose
the public’s confidence that his ad-
ministration is a careful steward of
the public’s money,” Robert Reich, a
former labor secretary under Presi-
dent Bill Clinton, wrote on his blog.
The public “may balk at other ambi-
tious undertakings such as health

care or education or the environ-
ment,” he wrote.

Mr. Geithner was one of the origi-
nal architects of the AIG rescue
while president of the Federal Re-
serve Bank of New York. The New

York Fed has had primary
oversight of the firm and
has been involved in numer-
ous revisions of the bailout,
which now includes a loan
of $173 billion.

Administration officials
say they didn’t have
enough time to deal with bo-
nuses before AIG was re-
quired to pay them March
15. They say Mr. Geithner
learned of the payments on
March 10—just a few days
after the Treasury loaned

an additional $30 billion to AIG.
Mr. Geithner asked Edward

Liddy, AIG’s chief executive, to deter-
mine whether the bonuses could be
canceled and had government law-
yers look into it as well. Both Mr.
Liddy and the government agreed

they were contractual obligations.
Mr. Geithner ultimately decided
there was nothing he could do to
stop the bonuses, but demanded Mr.
Liddy cancel or curtail additional
payouts. The administration is now
trying to recoup the $165 million
through other avenues.

Republicans, in particular, are of-
fering up tough criticism of the Trea-
sury. House Minority Leader John
Boehner of Ohio said the secretary
is on “thin ice.”

“It was Treasury’s responsibility
to watch how these funds were
used,” Senate Minority Leader
Mitch McConnell of Kentucky said
in a statement. “Obviously, they fell
asleep on the job.”

Mr. Geithner, along with the
Obama administration, is trying to
govern at a moment of crisis and is
reliant on support from both Con-
gress and the public. Mr. Obama has
already said his administration will
likely ask for additional money be-
yond the $700 billion Congress ap-
proved last fall.

U.S., Iran envoys to meet
at talks on Afghanistanvolved with the negotiations. As the

Turkish economy worsened, the
IMF target for cuts eased. That let
Turkish officials argue publicly that
the IMF has reduced its demands.

The IMF projects Turkey’s econ-
omy will shrink 1.5% this year. An-
kara forecasts a growth of 4%.

Markets have punished Turkey’s
currency, the lira, in recent months,
in part because the government re-
sisted the IMF package as the econ-
omy faltered in the face of global re-
cession. This week, official data
showed industrial output plunged
21.3% in January compared with a
year earlier, its sharpest fall in 12
years. Unemployment rose to 13.6%
in December, up from 10.6% a year
earlier and topping three million peo-
ple. The lira lost 18% of its value since
the start of the year, before recover-
ing part of that loss in recent days.

On Thursday, Turkey’s central
bank cut its key lending rate by one
percentage point to 10.5% in re-
sponse to the gloomy economic
data. Economists, however, worry
that without an IMF deal to restore

confidence and shore up the lira,
the central bank may not be able to
cut rates into single digits and
could even be forced to raise them
again to ward off inflation.

The downturn has been a stark
backdrop to the municipal elec-
tions. Opinion polls suggest Mr. Er-
dogan’s ruling Justice and Develop-
ment Party, or AK Party,
should win, although by a
less sweeping margin than
in 2007 parliamentary
elections. The ruling
party, however, is leaving
nothing to chance.

In February, local gov-
ernment officials handed
out washing machines to
dozens of families in
Tunceli, an eastern Anato-
lian province unique in
Turkey in not having a sin-
gle AK Party deputy. Amid
media outcry, government auditors
opened an investigation into the
Tunceli governor this month.

The government also has spent
liberally in Turkey’s poor south-
east, where it is trying to woo alien-

ated ethnic Kurds, announcing an
$11 billion spending program for
the region last summer. Analysts
worry such generosity has under-
mined the tight fiscal policies AK
Party has maintained since it came
to power in 2002. The budget defi-
cit widened almost sixfold in Janu-
ary from a year earlier.

“Financing an enlarged
deficit, and also Turkey’s
perennial hefty public-sec-
tor debt rollovers could be
very difficult without offi-
cial financing,” Central
Eastern Europe, Middle
East and Africa research
head Timothy Ash wrote in
an investors’ note Thurs-
day afternoon. “Without an
IMF program, the level of
austerity required will be
much larger.”

Despite Turkey’s recent
change of tone, analysts say it re-
mains uncertain whether the gov-
ernment will sign a deal after the
polls close.
 —Bob Davis in Washington

contributed to this article.
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And Alan Cullison

WASHINGTON—The U.S. State
Department is dispatching a senior
diplomat to the Shanghai Coopera-
tion Organization’s conference on
Afghanistan in Moscow next week,
setting the stage for the first
U.S.-Iran encounter under the
Obama administration.

Senior U.S. officials said the
move aims to bolster President
Barack Obama’s strategy of stabiliz-
ing Afghanistan by enlisting the sup-
port of its key neighbors, such as
Iran, Russia and China. Washington
separately backed a United Nations-
led conference on Afghanistan
scheduled for March 31 in the Neth-
erlands, which Tehran is also ex-
pected to attend.

Washington was rebuffed in ear-
lier attempts to sit in on meetings of
the Shanghai group, whose mem-
bers include Russia, China and Cen-
tral Asian states. The group was
founded in 2001 as a way for Mos-
cow and Beijing to counter U.S. influ-
ence in Central Asia after the deploy-
ment of U.S. troops to Afghanistan.

Russia and China have made
clear they want to work closely with
Washington to stabilize Afghani-
stan, U.S. officials said. Secretary of
State Hillary Clinton and Russian
Foreign Minister Sergei Lavrov dis-
cussed the March 27 Shanghai
group conference during their meet-
ing this month in Geneva. Mrs. Clin-
ton also discussed Afghanistan and
Pakistan with her Chinese counter-
part, Yang Jiechi, on March 11 in
Washington, said U.S. officials.

The State Department’s deputy
assistant secretary for South and
Central Asian affairs, Patrick Moon,
will serve as chief U.S. representa-
tive at the Moscow conference.
France’s special envoy for Pakistan
and Afghanistan, Pierre Lellouche,
is scheduled to attend. The adminis-
tration’s approach is a departure
from U.S. policy since the 1979 Ira-
nian Islamic revolution, which in-
volved tightly controlling alldiplo-
matic contacts with Tehran.

The Shanghai Cooperation Orga-

nization’s observer states—which
can attend meetings but don’t vote
on initiatives—include Iran, Afghan-
istan and Pakistan. The group fo-
cuses on fighting terrorism, insur-
gent groups and narcotics traffick-
ing in Central Asia. In 2005, it urged
the U.S. and the North Atlantic
Treaty Organization to set a timeta-
ble for withdrawing troops from the
group’s member states such as
Uzbekistan and Kyrgyzstan.

Members of Russian President
Dmitry Medvedev’s government
said they welcome the Obama ad-
ministration’s recognition of Mos-
cow’s role in stabilizing Central
Asia. Mr. Obama has written Mr.
Medvedev and outlined areas where
the U.S. and Russia could more
closely cooperate, particularly arms
control and counterterrorism.

“Afghanistan is a problem ... and
Russia simply cannot be left out,”
said Dmitry Rogozin, Moscow’s am-
bassador to NATO, in an interview.
“We have enormous experience of
work with Afghanistan, not all of it
positive.” Mr. Rogozin said the
March 27 meeting could help the
U.S., Iran and other participants de-
velop initiatives for Afghanistan. He
said Washington and Tehran share
strategic interests in combating Af-
ghanistan’s spiraling opium trade
and the resurgence of the Taliban.
“Iran is under extreme pressure
from extremists and narcotics mafia
from Afghanistan,” Mr. Rogozin
said. “Iran is losing hundreds of peo-
ple on the border in battles with Af-
ghan heroin traffickers.”

Moscow also wants the U.S. to be-
gin inviting Russia to meetings of
the countries contributing troops to
the coalition in Afghanistan, and rec-
ognize the Collective Security
Treaty Organization, a Moscow-
dominated military alliance made
up of former Soviet states. Mr.
Rogozin said he recently playeds
host to the head of the organization
in Brussels, where NATO is head-
quartered, but U.S. officials refused
to meet the official there.

“Washington needs to stop play-
ing cat-and-mouse with an organiza-
tion like the CSTO,” he said.

By Yochi J. Dreazen

WASHINGTON—The U.S. Army
plans to phase out its deeply unpopu-
lar stop-loss program, which forces
soldiers to remain in the military af-
ter their enlistments end.

The first Army units will deploy
overseas without stop-loss soldiers in
August. Barring a national-security
emergency, the Army hopes to effec-
tively eliminate the practice in 2011.

Pentagon officials said the move
was meant to reduce the strains on

soldiers and their families, and to
help lower the alarmingly high rates
of military suicide and divorce.

The move could also help defuse
the anger in military circles over the
Obama administration’s aborted
plan to make veterans’ private
health insurers reimburse the gov-
ernment for the cost of treating com-
bat-related injuries. Amid a political
furor, the White House dropped the
proposal Wednesday.

About 13,000 soldiers are being
kept in the Army against their will
because of the stop-loss program.
Defense Secretary Robert Gates said
he hopes to cut that number in half
by June 2010 and bring it down to
the “scores, not thousands,” by
March 2011.

“I felt, particularly in these num-
bers, that it was breaking faith,” Mr.
Gates told reporters. “When some-
body’s end date of service comes, to
hold them against their will…is just
not the right thing to do.”

Recep Tayyip
Erdogan

Stiefel weighs takeover interest
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Philips’s additions 
Recent acquisitions of health-care 
companies in emerging markets

VMI-Sistemas Medicos, Brazil, 
June 2007: Manufactures 
diagnostic-imaging equipment

Shenzhen Goldway Industrial, 
April 2008: Manufactures  
patient-monitoring equipment

Dixtal Biomédica & Tecnologia, Brazil,
May 2008: Manufactures in-hospital 
patient-monitoring equipment, 
anesthesia, ventilation equipment 
and electrocardiogram equipment

Alpha X-ray Technologies, India, 
September 2008: Manufactures 
cardiovascular X-ray systems

Meditronics, India, November 2008:
Manufactures medical X-ray systems

Medel, Italy, December 2008:
Manufactures aerosol-therapy devices 

Source: the company

Ph
ili

ps VMI-Sistemas Medicos factory in Brazil

Muddy rivers
Environmental group says
oil companies, water rights
shouldn’t mix > Page 25

By Aaron O. Patrick and

Erica Herrero-Martinez

LONDON—British advertising
company Aegis Group PLC said it
has ended long-running hostilities
with its largest shareholder, French
industrialist Vincent Bolloré.

The company, which buys televi-
sion, radio, newspaper, magazine,
billboard and Internet spots on be-
half of big advertisers, also posted
lower full-year net profit, hit by re-
structuring costs and by poor per-
formance at its U.S. Carat unit.

Aegis Chairman and acting Chief
Executive John Napier said Mr. Bol-
loré had agreed not to nominate his
own candidates to the Aegis board
this year, a big shift for the French-
man, who has been trying to get his
representatives elected for years as
part of a campaign to increase his in-
fluence over the company. Mr.
Napier, who took over day-to-day con-
trol of Aegis last November, said he
has developed a good working rela-
tionship with Mr. Bolloré, who owns
29.85% of Aegis, according to filings.

“We are both of similar age and
philosophy,” Mr. Napier said in an in-
terview. “We [both] have a share-
holder focus.”

A spokesman for Mr. Bolloré de-
clined to comment. The spokesman
referred to an article published
Tuesday by Bloomberg, in which Mr.
Bolloré said he wouldn’t seek board
seats if Aegis appointed more inde-
pendent directors. Two new direc-
tors are likely to be appointed at this
year’s annual meeting, Mr. Napier
said Thursday.

The peace arrangement could be
the start of closer cooperation. Mr.
Bolloré has pushed Aegis to con-
sider some kind of merger or linkup
with Paris-based advertising com-
pany Havas SA, of which he is chair-
man and owns about a third. Mr.
Napier said he hasn’t received an of-
fer from Mr. Bolloré.

Aegis’s net profit fell 6.4% to
£82.8 million ($118.2 million) last
year from £88.5 million in 2007, hit
by restructuring costs of £27.4 mil-
lion. The Carat unit’s loss of several
big clients, including car maker
Hyundai Motor Co., reduced profit a
further £9 million, Mr. Napier said.

Revenue rose 21% to £1.34 billion
from £1.11 billion in 2007, partly
thanks to the weakness of the pound
against the dollar and euro.

Like many of its peers, Aegis has
been hit by the downturn in the glo-
bal advertising market. The com-
pany is eliminating 780 jobs, or
about 4.5% of its work force.

Mr. Napier said he plans to ap-
point a new chief executive by year
end.

Hermès profit rises slightly; sales stay firm

Focus on Energy

By Leila Abboud

Philips Electronics NV is ex-
pected on Friday to launch a new line
of home health-care products in In-
dia, as part of the Dutch conglomer-
ate’s push to expand its medical-
equipment business in fast-growing
emerging markets.

The company will begin market-
ing bedside oxygen machines in In-
dia for people with a common sleep
disorder that causes them to tempo-
rarily stop breathing while they are
asleep. The new line also includes
oxygen concentrators for people
with bronchitis and emphysema,
and other respiratory machines for
home use.

For Philips, the launch comes af-
ter two years of rapid expansion in
emerging markets. Since 2007, Phil-
ips has bought a total of five medical-
equipment companies in Brazil,
China and India. Last fall, it bought
two Indian companies—Meditronics
and Alpha X-Ray Technologies—that
specialize in basic, low-priced X-ray
machines, for which demand is grow-
ing at around 10% to 15% a year.

Philips Chief Executive Gerard
Kleisterlee has singled out health care
as crucial to the company’s growth
prospects. In recent years, he has
overseen Philips’s transformation by
selling off its semiconductor division
and shrinking its reliance on con-
sumer electronics. Last year, health
care accounted for about one-third of
Philips’s Œ26.4 billion ($35.6 billion)
in revenue of the bulk of its profit.

The push into health care also has
meant a sharper focus on emerging
markets because spending on medical
equipmenthasbeenslowingintheU.S.
and Europe. “If you are looking for
growth in health care, it must come
from emerging markets,” said Ronald
de Jong, head of Philips’s health-care
unit for emerging markets.

The company’s acquisition deals
also reflect Philips’s realization that
it must adapt its products and “in
some cases, completely redesign
them” to make them attractive in
emerging markets in terms of cost
and function. A cardiac-operating
suite that Philips designed for use
by a top university hospital in the
U.S., for example, wouldn’t suit the
needs of hospitals in rural China, the

company said.
Affordability is crucial in emerg-

ing markets. In the U.S. and Europe,
a high-end catheterization lab for
doctors to use in clearing blocked ar-
teries costs Œ500,000 to Œ1.5 mil-
lion, whereas a simpler one in India
or Brazil costs Œ100,000 to
Œ300,000.

“Emerging markets need some-
thing very different than the pre-
mium equipment Philips tradition-
ally sells,” said Mr. de Jong. They re-
quire products that “fulfill basic
functionality” at an “affordable
price point,” he added.

Other industries—from telecom-
munications to cosmetics— have
likewise had to retool their product
to win over consumers in emerging
markets. Renault SA radically sim-
plified the design and manufactur-
ing of its Logan model to keep the
price tag at Œ6,000. The result: the
tiny two-door car is a runaway suc-
cess everywhere from Brazil to Po-
land. L’Oréal hit upon the successful
idea of selling shampoos in single-
use packets in India.

Philips’s goal is to expand its mar-
ket share in the medical-equipment
business in emerging markets to

25% in 2012 from 18.5% in 2007.
But it won’t be alone. Its main

competitors, General Electric Co. of
the U.S. and Siemens AG of Germany,
are also targeting these countries.
Allthreecompaniesviewthemascru-
cial to offsetting slower sales growth
in the U.S. and Europe, where hospi-
tals and clinics are increasingly wor-
ried about cost containment.

The medical-equipment market
in emerging countries was Œ4.7 bil-
lion in 2007, and Philips expects it to
grow 40% to Œ6.6 billion in 2010.
Over the same period, mature mar-
kets for such gear are expected to
grow much more slowly, reaching
Œ14 billion in 2010.

So far, Philips has been more ac-
tive than its competitors in buying
up local companies in emerging mar-
kets to acquire their know-how and
products aimed at the middle to low
end of the market.

GE, which has a much larger med-
ical business and broader global
reach than Philips, has been focused
more on internal research and devel-
opment and joint ventures.

In China, for example, GE has
some 3,000 employees, a $40 mil-
lion factory near Beijing and an-

other plant in Shanghai. GE will con-
sider acquisitions when it makes
sense, but mostly seeks to build
upon its longstanding presence in
emerging markets, said company
spokesman Sebastien Duchamp.

Philips’s approach is evident in
its 2007 acquisition of VMI-Siste-
mas Medicos, a Brazilian maker of
budget-priced X-ray, ultrasound,
and mammography equipment. Af-
ter acquiring the company, Philips
spent a year improving the quality
of VMI’s products. Then it invested
$300 million to expand the VMI fac-
tory so it could manufacture com-
puted tomography, or CT, scanners
and magnetic-resonance imaging,
or MRI, machines.

Philips now exports the equip-
ment made at VMI all over Latin
America, and has become a market
leader in the region, said Daurio
Speranzini, who heads Philips’s
Latin American health-care unit.

“We were the first one among our
competitors to focus on Latin Amer-
ica, so we have an advantage,” Mr.
Speranzini said. “But our rivals are
getting more aggressive here, so we’ll
need to protect what we have built.”

Philips broadens push in India
Expected launch of new home health-care product line reflects emerging-markets strategy
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Aegis settles
Bolloré dispute
as profit drops

By Max Colchester

PARIS—Parisian fashion house
Hermès International SA reported
a small increase in net profit for
2008 and announced that sales of its
silk ties and leather handbags held
up in the beginning of the year.

Hermès said net profit in 2008
rose 0.8% to Œ290.2 million ($391.5
million) and that sales were up 8.6%
to Œ1.76 billion. The company said
sales in the fourth quarter of 2008
were up 6.2% over the previous year.
The company didn’t break out earn-
ings for the fourth quarter.

Chief Executive Patrick Thomas
said that so far this year sales in the
company’s own stores have in-
creased by single-digit percentages,
at adjusted exchange rates, and that
the company was on track to hit its
target of flat revenue in 2009. He
added that sales in the U.S contin-

ued to grow despite the morose eco-
nomic environment.

In an attempt to offset the effects

of the economic slowdown, the
group is continuing to expand, nota-
bly in Asia. “We are spending more
time looking at developing the busi-
ness than reducing costs,” Mr.
Thomas said in an interview.

Hermès announced it will open
12 stores this year, three of which
will be in China, and will renovate 13
others. It will also boost investment
in marketing by 10% to about Œ100
million. Mr. Thomas said that he
would try to intensify marketing op-
erations in Japan to increase cus-
tomer loyalty. Activities will center
on sponsoring museum exhibitions
and organizing cocktail parties in
the stores.

To cut costs, Hermès is hiring
fewer staff and will try to cut back
on discretionary spending, such as
travel. Mr. Thomas says this year
Hermès will hire only about 200
workers, compared with 439 last

year. The company added that it had
put on hold two store renovations to
save money.

Despite the company’s bullish ap-
proach to the crisis, its watch and ta-
bleware business underperformed.
Watch sales fell 8.9% to Œ94.5 mil-
lion and tableware fell 4.4% to Œ47.8
million. Both were hit by a combina-
tion of falling sales in Japan and by
department stores cutting back on
new orders.

Although Hermès sells its profit-
able handbags and silk scarves
through its own network of stores, it
relies on department stores to sell a
large part of its watch and jewelry
collection.

Mr. Thomas said that once de-
partment stores had run out of stock
he was confident that they would
place new orders.

The company announced a divi-
dend of Œ1.03 per share.
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CNPC halts Chevron talks
China firm holds off
Gulf of Mexico stake,
hopes for better deal

Oil and water create
volatile mix in the U.S.

By David Winning

BEIJING—China National Petro-
leum Corp. suspended talks with
Chevron Corp. over an oil-field
stake in the Gulf of Mexico, spurning
a chance for a key U.S. foothold.

CNPC apparently thinks it de-
serves a better deal in return for al-
lowing the U.S. company access to
one of China’s biggest natural-gas
fields back in 2007.

A CNPC stake in the Gulf of Mex-
ico would be a big victory for Chi-
nese oil firms, which say they have
been shut out from investing in U.S.
companies ever since Cnooc Ltd.’s
$18.5 billion bid for Unocal failed in
2005 amid U.S. political opposition.
Instead, Chevron ended up buying
that company. Since then, Chinese
firms have shifted their focus to na-
tions such as Venezuela that have
strained relations with the U.S.

A CNPC official said Chevron last
month provided technical data on the
Big Foot deep-water oil field south of
New Orleans, offering CNPC a possi-
ble 12.5% stake in the field. “Talks
with Chevron are currently on hold.
We wanted more equity than the
12.5% stake it was proposing,” the of-
ficial said on condition of anonymity.

Chevron, based in San Ramon, Ca-
lif., has a 60% interest in Big Foot.
Norway’s StatoilHydro ASA and
Royal Dutch Shell PLC have stakes
of 27.5% and 12.5%, respectively. A
stake sale of 12.5% would reduce
Chevron’s holding to 47.5%.

“Chevron is not currently in any
discussions on sale or partial sale of
Big Foot,” said a Chevron spokesman.
He didn’t comment on any previous
contact with CNPC regarding the
field. A CNPC spokesman couldn’t be

reached for official comment.
China’s state oil giants have

stepped up their hunt for oil and gas
assets, taking advantage of low valua-
tions triggered by tight credit mar-
kets and a $100-a-barrel plunge in oil
prices from their peak last year. China
imports half of the crude oil it uses.

No details on the value of the Big
Foot stake deal were available.

China’s deal-making in the re-
sources sector in recent months has
triggered a flurry of reactions. In
Australia, the government is calling
for a Senate inquiry into foreign in-

vestment as state-owned compa-
nies backed by Beijing seek Canber-
ra’s approval for more than $22 bil-
lion of resources deals, including a
planned US$19.5 billion tie-up be-
tween Aluminum Corp. of China
Ltd. and Anglo-Australian mining gi-
ant Rio Tinto PLC.

Opponents point to a lack of reci-
procity in China, with foreign firms
hard-pressed to clinch deals except
in partnership with state-run firms.
Critics were given further ammuni-
tion Wednesday when China’s Minis-
try of Commerce blocked a $2.4 bil-
lion bid by Coca-Cola Co. for China
Huiyuan Juice Group Ltd. on compe-

tition grounds.
The CNPC official said Chevron’s

willingness to farm out a stake in Big
Foot was due to the U.S. company’s
successful bid in 2007 to develop the
Chuandongbei natural-gas block in
China’s Sichuan province.

Chevron signed a 30-year produc-
tion-sharing contract with CNPC on
the area, which is the largest the Chi-
nesecompanyhas everofferedtoa for-
eign partner. The 2,000-square-kilo-
meter field has an estimated resource
base of five trillion cubic feet of gas,
equivalent to 142 billion cubic meters.

The implication of CNPC’s spurn-
ing of the Big Foot opportunity could
be that the company is holding out
for a more attractive Chevron asset,
whether in the U.S. or another re-
gion. Increasingly, industry officials
say, foreign companies are being
granted access to strategic assets in
China such as oil and gas fields only if
they make assets of their own avail-
able for Chinese investment.

“Chevron recognized it has to of-
fer something in return [for the Chua-
ndongbei contract]. We’ll now seek
other opportunities for cooperation
overseas,” the CNPC official said.

Analysts say China’s oil companies
should look to become junior part-
ners of U.S. oil majors if they want to
build a position in the U.S. However,
CNPC would likely prove a controver-
sial choice of partner for Chevron in
any U.S. oil project, given that the Chi-
nese company’s overseas portfolio in-
cludes sensitive assets in Sudan.

A presentation by Deep Water Ex-
ploration & Projects in November
2007 ranked Big Foot as the eighth-
biggest deepwater oil field discov-
ered in the Gulf of Mexico in which
Chevron has an interest. Separately,
Venezuela is evaluating bids from
CNPC and China Petrochemical
Corp. for stakes in Orinoco oil blocks
that Caracas is offering up to foreign
investors, a person close to the issue
said. —Jing Yang contributed

to this article.

By Stephanie Simon

DENVER—Oil companies have
gained control over billions of gal-
lons of water from rivers in the
western U.S. in preparation for fu-
ture efforts to extract oil from
shale deposits under the Rocky
Mountains, according to a new re-
port by an environmental group
that opposes such projects.

The group, Western Resource
Advocates, used U.S. public
records to conclude that energy
companies are collectively enti-
tled to divert more than 6.5 billion
gallons of water a day during peak
river flows. The companies also
hold rights to store, in dozens of
reservoirs, 1.7 million acre feet of
water, enough to supply metro
Denver for six years.

Industry representatives said
they have substantial holdings of
water rights for future use in pro-
ducing oil from shale, though they
couldn’t confirm the precise num-
bers in the report.

Before any move into full-scale
oil shale production, the U.S. en-
ergy industry plans a close study
of water issues, including the im-
pact its operations would have on
ranchers, farmers and communi-
ties that all rely on the same lim-
ited sources of water, said Richard
Ranger, a senior policy adviser for
the American Petroleum Institute.
“It’s among the most important
questions to be examined,” he
said.

Bitter fights over water are a re-
curring feature of life in the arid
West, from Colorado to California,
and energy companies are just the
latest in a long list of users vying
for the resource.

Extracting oil from shale is still
an experimental process, facing
major technological, environmen-
tal and regulatory hurdles, and is
considerably more expensive than
conventional drilling.

But if the price of oil rebounds,
the potential payoff is big: The
U.S. government estimates that
800 billion barrels of oil, triple the
known reserves of Saudi Arabia,
lie under the Rocky Mountain
West.

For now, the energy companies
aren’t using most of the water
they have claimed. They are leas-
ing some of it to other users, most
often farmers. But they are stock-
ing up on water rights to be sure
they won’t be caught short.

“We’re picking up properties as

they become available or look stra-
tegic,” said Tracy Boyd, a spokes-
man for Royal Dutch Shell PLC.
Shell doesn’t expect to need large
quantities of water for at least 15
years, he said, and by then it may
have developed less water-inten-
sive ways to extract oil, perhaps us-
ing wind power.

Exxon Mobil Corp., too, said
new technologies might reduce fu-
ture water needs. “We continue to
be a careful steward of this pre-
cious resource and a considerate
neighbor in dry years,” said
Patrick McGinn, a spokesman.

The Colorado River basin pro-
vides water to 30 million people
from California to Wyoming, and
irrigates 15% of crops in the U.S.
Across the West, legions of law-
yers and lobbyists fight to ex-
tract—or preserve—every pre-
cious drop.

Under Colorado law, river wa-
ter is available, free of charge, to
any entity that can show the water
will be put to a “beneficial” use. Ex-
tracting oil fits into that category,
as does, for example, growing al-
falfa, providing household drink-
ing water and making snow at ski
resorts.

Oil companies can get water
rights in two ways under the se-
niority system Colorado uses for
appropriating water. For a mini-
mal filing fee, the companies have
claimed scores of “junior” rights
that allow them to draw water
from a particular river after other
users have satisfied their needs.
The companies have also pur-
chased dozens of “senior” rights
from old-time farming families;
those rights give them priority ac-
cess to water, even in dry years.

Even if the oil companies use ev-
ery last drop of their entitle-
ments—a scenario widely consid-
ered improbable— there’s no risk
of the Colorado River drying up.

But a 1922 compact requires
the river’s flow to be divided
among seven U.S. states and Mex-
ico. If oil shale takes off, it could
well use up the last of Colorado’s
allotment, said Eric Kuhn, who
runs the Colorado River Water
Conservation District.

That would leave the booming
suburban communities around
Denver high and dry, with no wa-
ter to support future growth, Mr.
Kuhn said.

The Shell spokesman, Mr. Boyd,
disputed that: “I don’t believe
that’s anywhere near true.”

Colorado River water supports 30 million people and dozens of uses, including
power generation, above, at the Glen Canyon Dam in Arizona.

FOCUS ON ENERGY

Welling up
CNPC’s overseas crude-oil production,
in millions of metric tons

Source: China National Petroleum Corp.
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GE Capital digs in for tough year
No need for infusion
as loan losses mount,
General Electric says

CORPORATE NEWS

By Paul Glader

General Electric Co. said its big
finance arm won’t generate as much
profit this year as it predicted in De-
cember because of growing losses in
its consumer, commercial and real-
estate businesses. But GE said that
even under the worst-case scenario
for the U.S. economy GE Capital
would be profitable in the first quar-
ter and should at least break even
for the year, without requiring addi-
tional capital.

“We don’t see a need where we
would have to raise external capi-
tal,” Chief Financial Officer Keith
Sherin said.

His comments came as part of
five-hour briefing in New York,
where GE sought to quell investor
fears about GE Capital. Jitters about
GE Capital’s exposure to bad loans
helped drive GE stock to 18-year

lows earlier this month. Looking to
conserve cash, GE last month cut its
dividend for the second half of the
year, and Standard & Poor’s last
week stripped the company of its
Triple-A debt rating.

Mike Neal, chief executive of GE
Capital, and other executives of-
fered new details of the impact of
the recession and credit crisis on GE
Capital, which has roughly $600 bil-
lion in assets. Leaders in nearly ev-
ery unit of GE Capital— from restau-
rant-franchise financing to aircraft
leasing to home mortgages in Eu-
rope—said larger losses are likely.

Jim Colica, a vice president of glo-
bal risk management at GE Capital,
said rising unemployment would
lead to higher-than-projected
losses in GE’s consumer-credit busi-
nesses this year and put “more pres-
sure, more stress on rents and occu-
pancies” in its commercial real-es-
tate business.

Job losses in the U.S. “came on us
faster than we realized,” said Mr.
Colica.

In December, the company pre-
dicted that GE Capital would gener-
ate roughly $5 billion in profit this

year. At the time, GE said it expected
the unemployment rate in the U.S. to
average 7.7% this year. The rate hit
8.1% in February and most econo-
mists expect it to go higher.

The company now expects GE
Capital will generate between $2 bil-
lion and $2.5 billion in net income in
2009 if unemployment averages
8.4% this year and the U.S. economy
shrinks by 2%, as the Federal Re-
serve projects. In a more extreme re-
cession, where unemployment aver-
ages 8.9% for the year and the econ-
omy shrinks 3.3%, GE said the fi-
nance unit would break even.

“Even under this more severe
case, which would potentially cause
our losses and impairments to in-
crease significantly, GE Capital Fi-
nance would still essentially break
even and not require additional capi-
tal,” said Mr. Neal. “We really think
the business is well-positioned to
continue to perform and outper-
form the competition.”

In commercial real estate, GE
said it expects bigger losses both in
the property it owns and those
where it has lent money to others.

Ronald R. Pressman, chief execu-

tive of GE Real Estate, said vacan-
cies and delinquencies are rising,
while financing for real estate deals
has largely evaporated. “We expect
values will be under downward pres-
sure,” he said.

GE also increased its estimate of
potential losses in its core $230 bil-
lion commercial lending and leasing
businesses to $2.6 billion, from $1.5
billion. The company noted difficul-
ties in transportation leasing, air-
craft leasing, equipment leasing and
franchise financing.

GE said it had completed 93% of
its expected debt funding for 2009,
having raised $42 billion of its $45
billion goal. Most of that debt is
backed by the U.S. government. GE
Treasurer Kathy Cassidy said the
company is considering using the
guarantee program to issue addi-
tional debt this year to replace debt
that is maturing next year.

The company said it has dis-
posed of $23 billion of assets in re-
cent months, as it shrinks the fi-
nance unit. Ms. Cassidy said GE ex-
pects to reduce its total debt load by
$30 billion this year and $35 billion
next year. In particular, GE is reduc-

ing its reliance on short-term debt
known as commercial paper to $50
billion, from more than $90 billion
last year.

GE said it has been shrinking its
$60 billion mortgage business glo-
bally. It expects to originate $1 bil-
lion in new mortgages this year,
down from $13.8 billion in 2008 and
$25.4 billion in 2007.

At the same time, GE is working
to increase funding through depos-
its globally. The company said it has
increased international deposits by
$6 billion in recent months.

General Electric
On the New York Stock Exchange
Thursday’s close: $10.13, down 1.8%

Source: Thomson Reuters Datastream
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.70 $25.60 –0.10 –0.39%
Alcoa AA 217.60 6.40 0.92 16.79%
AmExpress AXP 30.20 13.07 –1.02 –7.24%
BankAm BAC 593.70 6.93 –0.74 –9.65%
Boeing BA 9.80 33.19 –0.56 –1.66%
Caterpillar CAT 16.80 28.41 0.94 3.42%
Chevron CVX 16.00 67.13 0.54 0.81%
Citigroup C 1167.80 2.60 –0.48 –15.58%
CocaCola KO 10.40 42.18 0.53 1.27%
Disney DIS 16.00 17.70 –0.41 –2.26%
DuPont DD 9.30 21.51 –0.01 –0.05%
ExxonMobil XOM 36.20 68.33 –0.84 –1.21%
GenElec GE 267.90 10.13 –0.19 –1.84%
GenMotor GM 26.50 2.87 0.23 8.71%
HewlettPk HPQ 18.00 29.10 0.11 0.38%
HomeDpt HD 21.60 22.44 –0.14 –0.62%
Intel INTC 60.50 15.15 –0.09 –0.59%
IBM IBM 9.10 92.66 0.71 0.77%
JPMorgChas JPM 114.10 24.95 –2.16 –7.97%
JohnsJohns JNJ 17.70 50.06 –0.60 –1.18%
KftFoods KFT 8.90 22.16 –0.13 –0.58%
McDonalds MCD 9.60 54.71 –0.71 –1.28%
Merck MRK 22.90 26.04 –0.92 –3.41%
Microsoft MSFT 53.80 17.14 0.18 1.06%
Pfizer PFE 63.20 13.70 –0.55 –3.86%
ProctGamb PG 15.10 46.31 –1.71 –3.56%
3M MMM 6.40 47.47 –1.73 –3.52%
UnitedTech UTX 6.50 41.05 –0.83 –1.98%
Verizon VZ 18.30 30.25 –0.52 –1.69%
WalMart WMT 19.50 49.95 –0.49 –0.97%

Dow Jones Industrial Average P/E: 25
LAST: 7400.80 t 85.78, or 1.15%

YEAR TO DATE: t 1,375.59, or 15.7%

OVER 52 WEEKS t 4,960.52, or 40.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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credit
markets &
dealmakers

Follow the markets throughout
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Europe and Asia.
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Behind Europe’s deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

JPMorgan $701 8.8% 27% 45% 23% 4%

Bank of America - Merrill Lynch 566 7.1% 15% 43% 35% 8%

Citi 504 6.3% 16% 45% 32% 7%

UBS 499 6.3% 22% 28% 37% 13%

Goldman Sachs 426 5.4% 9% 36% 50% 5%

Morgan Stanley 409 5.1% 21% 37% 42% …%

Deutsche Bank 392 4.9% 25% 49% 18% 8%

Barclays Capital 337 4.2% 7% 71% 17% 5%

Credit Suisse 305 3.8% 14% 53% 31% 2%

Source: Dealogic

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

Ld Secs  719 –28 –21 –2 Commerzbank AG 153 17 28 60

ITV  842 –25 –80 –7 Metro AG 363 20 37 147

UniCredit SpA 205 –15 –51 –9 Hammerson  790 20 37 24

Renault 496 –15 –41 72 Gas Nat SDG SA 344 31 40 15

Peugeot SA 490 –8 –27 75 Un Fenosa S A 232 36 34 54

Cie de St Gobain 363 –6 –13 –51 Rallye 1664 37 89 458

French Rep 69 –5 –20 –17 Fiat 1327 38 –13 22

Smurfit Kappa Fdg 861 –5 –14 –57 Alcatel Lucent 1610 39 11 180

GKN Hldgs  804 –5 –29 50 Norske Skogindustrier ASA 1300 44 4 92

Klepierre 769 –4 –16 –26 Stora Enso  642 55 61 95

Source: Markit Group

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

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

Barclays U.K. Banks $13.7 1.13 17.19% –73.1% –83.1%

AXA France Full Line Insurance 27.1 9.44 12.64 –55.2 –66.6

ING Groep Netherlands Life Insurance 11.4 3.99 12.24 –82.2 –87.8

Anglo Amer U.K. General Mining 23.9 12.19 9.62 –54.4 –42.1

ArcelorMittal Luxembourg Iron & Steel 27.8 13.96 9.37 –70.9 ...

Astrazeneca U.K. Pharmaceuticals $47.8 22.55 –4.97% 20.0 –22.8

Diageo U.K. Distillers & Vintners 29.7 7.38 –4.72 –26.4 –19.1

Sanofi-Aventis France Pharmaceuticals 73.1 40.52 –4.48 –12.3 –47.5

British Amer Tob U.K. Tobacco 46.1 15.61 –3.94 –17.0 9.2

Intesa Sanpaolo Italy Banks 29.9 1.84 –3.66 –57.7 –63.3

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

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

BHP Billiton 45.7 14.05 8.24% 3.2% 41.8%
U.K. (General Mining)
Deutsche Bk 22.7 28.99 7.85 –58.8 –69.4
Germany (Banks)
Rio Tinto 29.0 19.79 7.09 –58.8 –28.6
U.K. (General Mining)
Allianz SE 40.3 64.82 6.31 –42.6 –52.4
Germany (Full Line Insurance)
UniCredit 22.4 1.23 6.24 –70.4 –79.6
Italy (Banks)
Assicurazioni Genli 22.7 11.73 4.83 –56.8 –59.7
Italy (Full Line Insurance)
Royal Bk of Scot 13.9 0.24 4.76 –91.0 –95.3
U.K. (Banks)
UBS 32.4 12.35 4.57 –50.3 –80.6
Switzerland (Banks)
ENI 77.4 14.07 4.15 –32.6 –38.9
Italy (Integrated Oil & Gas)
HSBC Hldgs 79.1 4.51 3.32 –44.1 –53.5
U.K. (Banks)
Daimler 28.8 21.73 2.96 –58.9 –53.4
Germany (Automobiles)
SAP 46.5 27.63 2.83 –12.0 –36.8
Germany (Software)
BNP Paribas 40.5 32.39 2.68 –47.4 –57.4
France (Banks)
Soc. Generale 22.8 28.60 2.47 –53.4 –75.4
France (Banks)
Total 123.7 38.00 2.10 –17.1 –27.5
France (Integrated Oil & Gas)
Banco Santander 57.1 5.20 1.96 –53.6 –54.1
Spain (Banks)
Banco Bilbao Vizcaya 30.7 5.96 1.36 –55.9 –64.5
Spain (Banks)
Nokia 46.4 8.90 1.14 –51.9 –47.5
Finland (Telecoms Equipment)
Bayer 35.6 33.92 0.95 –29.7 –2.4
Germany (Specialty Chemicals)
Iberdrola 37.0 5.40 0.93 –46.9 –21.2
Spain (Conventional Electricity)

BASF 29.8 23.65 0.42% –43.5% –26.4%
Germany (Commodity Chemicals)
BP 139.4 4.63 0.22 –6.8 –29.4
U.K. (Integrated Oil & Gas)
Royal Dutch Shell 81.7 16.77 0.06 –20.6 –33.5
U.K. (Integrated Oil & Gas)
GDF Suez 75.6 25.14 0.06 –34.3 –18.2
France (Multiutilities)
Roche Hldg Pt. Ct. 90.8 144.60 –0.14 –22.5 –26.5
Switzerland (Pharmaceuticals)
ABB 32.3 15.55 –0.26 –34.8 1.1
Switzerland (Industrial Machinery)
E.ON 53.3 19.41 –0.31 –51.3 –35.2
Germany (Multiutilities)
Siemens 54.8 43.63 –0.50 –34.9 –42.1
Germany (Diversified Industrials)
France Telecom 62.2 17.33 –0.69 –14.4 –10.6
France (Fixed Line Telecoms)
L.M. Ericsson Tel B 28.5 75.80 –1.04 39.3 –50.1
Sweden (Telecoms Equipment)
Nestle 124.0 36.22 –1.20 –26.8 –6.0
Switzerland (Food Products)
Telefonica 96.4 14.92 –1.32 –16.6 12.8
Spain (Fixed Line Telecoms)
Novartis 101.2 42.80 –1.83 –13.4 –41.4
Switzerland (Pharmaceuticals)
Koninklijke Philips 16.1 11.59 –2.03 –51.7 –57.9
Netherlands (Consumer Electronics)
Credit Suisse Grp 35.1 33.16 –2.41 –31.6 –53.9
Switzerland (Banks)
Vodafone Grp 102.7 1.21 –2.46 –19.0 –4.9
U.K. (Mobile Telecoms)
Deutsche Telekom 56.0 9.36 –2.55 –10.7 –33.8
Germany (Mobile Telecoms)
Tesco 37.7 3.29 –2.72 –15.6 –1.8
U.K. (Food Retailers & Wholesalers)
GlaxoSmithKline 83.6 10.03 –3.09 –6.2 –34.4
U.K. (Pharmaceuticals)
Unilever 32.0 13.59 –3.62 –36.2 –29.3
Netherlands (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.15% 0.32% 2.5% 2.7% -4.2%
Event Driven -0.28% 0.08% 2.1% 1.8% -24.1%
Distressed Securities -3.63% -4.70% -10.2% -10.3% -40.5%
Equity Market Neutral -0.01% -0.17% -1.3% -1.2% -9.3%
Equity Long/Short -0.16% -1.32% -5.7% -0.1% -12.0%

*Estimates as of 03/18/09, 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 1.93 96.85% 0.01% 2.17 1.18 1.66

Eur. High Volatility: 10/1 4.08 92.58 0.02 5.57 2.16 3.78

Europe Crossover: 10/1 11.35 82.41 0.06 11.66 5.74 9.44

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

Japan: 10/1 4.78 86.77 0.02 5.66 1.58 3.27

 Note: Data as of March 18

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

In percentage points
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BLUE CHIPS & BONDS

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

BEIJING — Chery Automobile Co.
and Fiat SpA have postponed their
plan to begin producing cars this year
for the Chinese market because of the
global economic downturn, Chery
spokesman Jin Yibo said Thursday.

“It definitely won’t happen this
year,” Mr. Jin said. No new timeline
has been set for the start of produc-
tion but the two companies are con-
tinuing talks, he said.

The two auto makers signed an
agreement for a 50-50 joint venture
in August 2007, and had aimed to
produce 175,000 cars a year starting
in 2009. The venture was to produce
Fiat’s Alfa Romeo and Fiat cars, as
well as Chery’s own models.

“The global situation is totally
different from before,” Mr. Jin said.
“We have had to adjust our strategy
accordingly.”

For Chery, one of China’s 10 larg-
est auto makers, this represents yet
another blow to its ambition to use
its association with a more estab-
lished foreign auto maker to elevate
its technical capability and make in-
roads into the U.S. and Western Eu-
ropean markets.

Late last year, Chery’s bid to
break into overseas markets fell
apart when it was forced to end a
joint project with Chrysler LLC to
make small cars in China for sale
around the world.

The postponement also high-
lights Fiat’s difficulty in making in-
roads in the Chinese auto market.
The Italian auto maker used to pro-
duce passenger cars in partnership

with Nanjing Auto, but it exited that
money-losing joint venture after
Nanjing Auto was merged into
Shanghai-based SAIC Motor Corp.

Fiat no longer produces passenger
cars in China, though it has compo-
nent and truck operations with Chi-
nese partners. All the Fiat cars be-

ing sold in China are imported.
Fiat won’t take part in next

month’s auto show in Shanghai for
the first time since it began partici-
pating in China’s auto shows in the
1990s, company spokeswoman
Zheng Xiaoli said Thursday. The deci-
sion is an effort to control costs.

Also Thursday, Chery announced
plans to launch in China two new
brands, Riich and Rely, with which the
company said it hopes to break into
the upscale market. It also unveiled a
sedan, called G6, for the Riich brand.
The car is expected to go on sale in the
secondhalf of this year with a price tag
of between 200,000 yuan ($29,300)
and 300,000 yuan, the company said.
It wasn’t clear what other cars Chery
is planning for the two brands.

“The launch of Riich and Rely
highlight a big step forward for
Chery toward an international auto
company,” Yin Tongyao, Chery’s
president, said in a statement.
 —Ellen Zhu and Norihiko Shirouzu

contributed to this article.

Fiat, Chery postpone auto venture in China

Pricey toys go the way of dinosaurs
Makers scale back
on lavish playthings
amid new austerity
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China Mobile net rises, challenges loom

By Nicholas Casey

Kota, a $300 robotic triceratops
toy released last year by Hasbro
Inc., is facing extinction. Replacing
the loveable dinosaur are several
smaller, less-expensive toys—in-
cluding a new robotic “Hatchling”
that sells for $15. Behind this toy-
shelf evolution: thrifty parents.

Despite conventional wisdom
that parents would continue to
splurge on children during the reces-
sion, families appear to be making
big cuts on toy purchases this year
as they balance the household bud-
get. And beyond financial reasons,
some parents are shunning pricey
playthings on principle. Fancy gifts
are seen by some as a symptom of ex-
cessive spending—a bad lesson to
children during an economic down-
turn. According to market-research
firm NPD Group, toy sales in the U.S.
fell 5% during the holidays, the
sharpest decline in years.

As a result, toy makers from Mat-
tel Inc. to Jakks Pacific Inc. are scal-
ing down big design projects and nix-
ing other showcase items alto-
gether, such as Kota, which was dis-
continued this year.

Recently Raquel Pelzel, a writer
from New York, gave her son Julian
an inexpensive toy bank, something
his mother is hoping will teach her
toddler “some fiscal responsibility.”
She says, “We said save up your
money and we can get something
big together.”

But for Ms. Pelzel, 34, the ques-
tion remains: “How do you explain
to a 3µ-year-old you can’t buy him
something?” To try to sidestep
that discussion, she’s been shield-
ing her son from toy advertising
on television by watching DVDs or
recording shows and skipping
through the commercials. She’s
also been considering buying big
items used on community site
craigslist.com.

Erik Schultz, an architect and fa-
ther whose family lives in New York
City, says he wants his 3-year-old son
to know that “there’s a finite number
of toys that you can purchase.” He
says: “You can’t have whatever you
want, whenever you want. It can’t
just keep going endlessly.”

In 2007, the Schultz family spent
about $125 on gifts for their one
son. Another son was born early
last year, but their Christmas bud-
get went down to about $100 for
both kids. They avoided big-ticket
items and instead bought a set of
Thomas the Tank Engine trains to
go with a set the family already
owned. “No big purchases, no bikes,

no big scooters,” Mr. Schultz says.
Such parental restraint has been

noted by toy makers this year, even
those with signature toys. For more
than a decade, Fisher-Price wowed
preschoolers with annual releases
of its Tickle Me Elmo line, some-
times even keeping the latest doll un-
der wraps to generate buzz about its
newest robotic features. Last year’s
toy sang, danced and told stories for
a price of $60.

This year’s big release is half the
price and not a robot at all. It’s a
$30 pair of furry red gloves called
“Elmo’s Tickle Hands,” which vi-
brate and make laughing sounds—
but without the costly animatron-
ics. (The company is still releasing
a new version of last year’s robot
toy called “Elmo Live Encore” that
costs $60.)

Neil Friedman, president of Mat-
tel brands, which owns Fisher-Price,
says the gloves had been in the
works before consumers cut down
their spending last fall, but acknowl-
edges that the price for parents was
“a definite plus.” He added: “We’ve
been doing dolls every year. This

year we wanted to so something a
bit more interactive.”

Mattel is now trying to woo fami-
lies who may have been priced out of
a big-ticket item last year. The $200
D-Rex, another robotic-dinosaur line
designed by Mattel, is being sold
alongside a $35 dinosaur called
Screature this year. The company
has also designed a $20 toy called
Xtractaurs, which connects to an on-
line site. The goal was to “create a
brand” beyond a single high-end toy
says David Voss, the Mattel design ex-
ecutive who worked on the project.

In the case of Screature, pricing
the toy at just 19% of the main at-
traction meant designers had to
make a few subtractions. For exam-
ple, the flexible reptilian-like skin
had to be nixed on the smaller crea-
ture whose surface is made of hard
plastic. The smaller Screature also
lacks moving legs.

Such limitations may be a disap-
pointment to the toy designers who
have dreamed up some extravagant
robotic creations of late. A couple of
years ago, for example, Hasbro de-
signed a robotic toy pony, called But-
terscotch, that snorted air, whim-
pered when the lights were dim and
cost about $300.

To research how to build the crea-
ture, the design team traveled to a
Rhode Island stable to talk to work-
ers and equestrians and study hors-
es’ mannerisms. At one stable, a
sculptor asked if he could see the
teeth of one of the animals to make a
model. “Without a moment of hesita-
tion a young woman opened its
mouth, grabbed its tongue, pulled
its lips up,” recalls Richard Mad-
docks, a designer who worked on
the project. “Those were a great pair
of horse teeth.”

By Aaron Back

BEIJING—Alibaba.com Ltd.,
which operates an online merchan-
dise trading site for businesses, said
fourth-quarter net profit fell 57%,
partly because of a large gain a year
earlier. But the Chinese company
also said its paying membership
grew sharply in the latest period,
and that it will continue with plans
to invest in expanding its staff and
overseas marketing despite narrow-
ing profit margins.

Alibaba.com, the listed unit of Al-
ibaba Group, which is 39%-owned
by Yahoo Inc., said its net profit fell
to 199.4 million yuan ($29.2 million)
from 465.3 million yuan in the same
period a year earlier. Revenue rose
27% to 805.9 million yuan from
634.6 million yuan.

Alibaba.com’s site matches
smaller manufacturers, mostly in
China, with potential buyers around
the world. It makes most of its
money charging fees to the sellers
for listings and related services.

The net profit figure comparison
in the latest period was partly dis-
torted by a hefty gain Alibaba.com
booked in the fourth quarter of 2007
related to interest income from over-
subscriptions to its initial public of-
fering. Christina Splinder, a com-
pany spokeswoman, said that if the
IPO-related gain in the year-earlier
period were excluded, Alibaba.com’s
net profit in the fourth quarter of
2008 would have increased 74%.

Still, Alibaba.com reported an op-
erating profit margin, which ex-
cludes gains or losses from financial
income, of 22% in the fourth quarter,
down from about 29% in the same
quarter of 2007.

While the joint-venture with Fiat is delaying output, Chery announced plans to launch
in China two new upscale brands, Riich and Rely. Above, the Riich G6 sedan.

CORPORATE NEWS

Kota the triceratops, left, retails for $300. A Hatchling costs $15.

Alibaba.com logs
a sharp increase
in membership

By Lorraine Luk

HONG KONG—China Mobile Ltd.
said Thursday its 2008 net profit
rose 30% from a year earlier on
strong subscriber growth, but earn-
ings growth slowed toward the end
of the year amid intense competi-
tion and the weakening economy.

Chief Executive Wang Jianzhou

said the company, China’s largest
mobile operator by subscribers, is
facing new challenges as the increas-
ing penetration rate of mobile tele-
communications, the restructuring
of China’s telecom industry and the
issuance of third-generation li-
censes have increased competition.

Chief Financial Officer Xue Tao-
hai warned average revenue per user

will likely fall this year as the com-
pany penetrates into rural markets,
which typically have lower tariffs.

Net profit rose to 112.8 billion
yuan ($16.5 billion) in 2008 from
87.1 billion yuan in 2007. Revenue in-
creased 16% to 412.34 billion yuan.

The company added 87.91 million
subscribers in 2008, bringing its total
subscriber base to 457.3 million.

News Corp. appointed a new top
lieutenant for James Murdoch, who
oversees the company’s operations
in Europe and Asia.

Jan Koeppen, who led the media
practice at Boston Consulting Group,
was named chief operating officer of
News Corp.’s Europe and Asia opera-
tions, which include the company’s
stake in the BSkyB satellite-TV ser-
vice, U.K. newspapers and Star televi-
sion in Asia.

News Corp. owns Wall Street
Journal publisher Dow Jones & Co.

James Murdoch, the younger son
of News Corp. Chairman and Chief Ex-
ecutive Rupert Murdoch, was named
chief executive of News Corp. for Eu-
rope and Asia in late 2007, setting him
up as a likely successor to his father.

Mr. Koeppen’s appointment
comes at a time of management shuf-
fling at News Corp. after President
and Chief Operating Officer Peter
Chernin announced he would leave
the company when his contract ex-
pires in June. News Corp. recently el-
evated several key executives at its
U.S. television and film businesses.

Mr. Koeppen is taking a newly
created position, but he is assuming
many of the duties of Mark Will-
iams, the chief financial officer for
News Corp. Europe and Asia. Mr. Wil-
liams last year was tapped as CEO of
Premiere AG, a German pay-TV ser-
vice in which News Corp. holds an in-
vestment.

News Corp. picks
operating officer
for Europe, Asia
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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.

3.68% 9 World -a % % 152.53 2.48%–42.6% 5.98% 9 U.S. Select Dividend -b % % 442.70 –0.54% –44.5%

3.22% 11 Global Dow 929.70 –1.12% –36.4% 1331.62 1.71% –44.4% 5.16% 13 Infrastructure 1106.70 –1.53% –28.7% 1422.89 1.30% –37.6%

4.36% 11 Stoxx 600 171.90 0.65% –42.1% 176.23 5.40% –48.4% 2.58% 5 Luxury 563.90 0.05% –35.0% 644.66 2.92% –43.2%

4.48% 11 Stoxx Large 200 186.20 0.55% –41.8% 189.91 5.30% –48.2% 13.17% 2 BRIC 50 250.50 –0.27% –39.4% 322.12 2.59% –47.0%

3.73% 14 Stoxx Mid 200 151.40 0.97% –42.4% 154.42 5.74% –48.7% 3.92% 9 Africa 50 542.10 0.67% –47.8% 464.05 3.55% –54.3%

3.78% 10 Stoxx Small 200 92.60 1.57% –45.5% 94.38 6.37% –51.5% 7.37% 5 GCC % % 1084.10 2.05% –62.7%

4.56% 9 Euro Stoxx 188.10 0.84% –43.7% 192.84 5.60% –49.9% 4.55% 8 Sustainability 578.90 –0.30% –37.9% 666.48 3.70% –45.1%

4.64% 9 Euro Stoxx Large 200 202.60 0.91% –43.6% 206.40 5.67% –49.8% 3.03% 10 Islamic Market -a % % 1365.88 2.25% –36.4%

4.15% 9 Euro Stoxx Mid 200 167.90 0.22% –43.8% 171.08 4.96% –49.9% 3.47% 9 Islamic Market 100 1334.90 –2.72% –23.7% 1557.80 1.19% –32.5%

4.18% 13 Euro Stoxx Small 200 101.40 1.16% –46.4% 103.18 5.94% –52.3% 3.47% 9 Islamic Turkey -c % % % %

7.24% 7 Stoxx Select Dividend 30 983.00 0.52% –58.5% 1155.03 5.27% –63.0% 2.82% 13 Wilshire 5000 % % 8028.05 –0.28% –39.8%

6.50% 11 Euro Stoxx Select Div 30 1120.00 1.97% –57.0% 1321.07 6.78% –61.7% % DJ-AIG Commodity 111.90 0.11% –36.5% 111.47 4.70% –43.5%

*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 1.4454 2.1067 1.2904 0.1816 0.0434 0.2287 0.0154 0.3588 1.9823 0.2661 1.1733 ...

 Canada 1.2319 1.7955 1.0998 0.1547 0.0370 0.1949 0.0131 0.3058 1.6895 0.2268 ... 0.8523

 Denmark 5.4323 7.9176 4.8498 0.6824 0.1632 0.8595 0.0579 1.3486 7.4501 ... 4.4097 3.7583

 Euro 0.7292 1.0627 0.6510 0.0916 0.0219 0.1154 0.0078 0.1810 ... 0.1342 0.5919 0.5045

 Israel 4.0280 5.8708 3.5961 0.5060 0.1210 0.6373 0.0429 ... 5.5242 0.7415 3.2697 2.7868

 Japan 93.8600 136.8009 83.7961 11.7901 2.8205 14.8506 ... 23.3019 128.7243 17.2781 76.1912 64.9370

 Norway 6.3203 9.2118 5.6426 0.7939 0.1899 ... 0.0673 1.5691 8.6680 1.1635 5.1305 4.3727

 Russia 33.2778 48.5024 29.7097 4.1801 ... 5.2652 0.3545 8.2616 45.6388 6.1259 27.0134 23.0232

 Sweden 7.9610 11.6031 7.1074 ... 0.2392 1.2596 0.0848 1.9764 10.9180 1.4655 6.4623 5.5078

 Switzerland 1.1201 1.6325 ... 0.1407 0.0337 0.1772 0.0119 0.2781 1.5362 0.2062 0.9092 0.7749

 U.K. 0.6861 ... 0.6125 0.0862 0.0206 0.1086 0.0073 0.1703 0.9410 0.1263 0.5569 0.4747

 U.S. ... 1.4575 0.8928 0.1256 0.0301 0.1582 0.0107 0.2483 1.3715 0.1841 0.8118 0.6918

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 396.50 8.25 2.12% 822.00 315.75
Soybeans (cents/bu.) CBOT 940.50 25.50 2.79 1,644.50 786.50
Wheat (cents/bu.) CBOT 555.25 25.25 4.76 1,190.00 484.25
Live cattle (cents/lb.) CME 83.125 1.725 2.12 116.700 78.600
Cocoa ($/ton) ICE-US 2,591 140 5.71 3,214 1,910
Coffee (cents/lb.) ICE-US 116.15 3.00 2.65 181.50 104.35
Sugar (cents/lb.) ICE-US 13.62 0.38 2.87 15.95 9.94
Cotton (cents/lb.) ICE-US 42.87 1.15 2.76 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,911.00 6 0.31 2,020 1,599
Cocoa (pounds/ton) LIFFE 1,921 20 1.05 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,565 28 1.82 2,390 1,425

Copper (cents/lb.) COMEX 180.75 9.10 5.30 388.00 127.10
Gold ($/troy oz.) COMEX 958.80 69.70 7.84 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1352.00 158.50 13.28 2,130.00 865.00
Aluminum ($/ton) LME 1,435.00 60.00 4.36 3,340.00 1,288.00
Tin ($/ton) LME 10,550.00 605.00 6.08 25,450.00 9,750.00
Copper ($/ton) LME 3,975.00 212.50 5.65 8,811.00 2,815.00
Lead ($/ton) LME 1,340.50 7.50 0.56 2,955.00 870.00
Zinc ($/ton) LME 1,247.50 26.50 2.17 2,388.00 1,065.00
Nickel ($/ton) LME 10,095 295 3.01 31,490 9,000

Crude oil ($/bbl.) NYMEX 52.04 3.14 6.42 143.32 39.42
Heating oil ($/gal.) NYMEX 1.3713 0.0921 7.20 4.2125 1.1399
RBOB gasoline ($/gal.) NYMEX 1.4563 0.0723 5.22 3.7050 1.0442
Natural gas ($/mmBtu) NYMEX 4.241 0.482 12.82 11.817 3.743
Brent crude ($/bbl.) ICE-EU 50.67 3.01 6.32 144.55 40.52
Gas oil ($/ton) ICE-EU 436.25 25.75 6.27 1,350.50 367.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on March 19
Per In

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

Argentina peso-a 5.0144 0.1994 3.6563 0.2735

Brazil real 3.0864 0.3240 2.2505 0.4444

Canada dollar 1.6895 0.5919 1.2319 0.8118
1-mo. forward 1.6895 0.5919 1.2319 0.8117

3-mos. forward 1.6880 0.5924 1.2308 0.8125
6-mos. forward 1.6853 0.5934 1.2289 0.8138

Chile peso 804.70 0.001243 586.75 0.001704
Colombia peso 3204.26 0.0003121 2336.40 0.0004280

Ecuador US dollar-f 1.3715 0.7292 1 1
Mexico peso-a 19.2963 0.0518 14.0700 0.0711

Peru sol 4.2814 0.2336 3.1218 0.3203
Uruguay peso-e 32.435 0.0308 23.650 0.0423

U.S. dollar 1.3715 0.7292 1 1
Venezuela bolivar 2.94 0.339568 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9823 0.5045 1.4454 0.6919
China yuan 9.3649 0.1068 6.8285 0.1464

Hong Kong dollar 10.6301 0.0941 7.7510 0.1290
India rupee 68.8674 0.0145 50.2150 0.0199

Indonesia rupiah 16313 0.0000613 11895 0.0000841
Japan yen 128.72 0.007769 93.86 0.010654

1-mo. forward 128.69 0.007771 93.83 0.010657
3-mos. forward 128.56 0.007779 93.74 0.010668

6-mos. forward 128.31 0.007794 93.56 0.010689
Malaysia ringgit-c 5.0092 0.1996 3.6525 0.2738

New Zealand dollar 2.4479 0.4085 1.7849 0.5603
Pakistan rupee 110.470 0.0091 80.550 0.0124

Philippines peso 66.241 0.0151 48.300 0.0207
Singapore dollar 2.0659 0.4841 1.5064 0.6639

South Korea won 1906.66 0.0005245 1390.25 0.0007193
Taiwan dollar 46.496 0.02151 33.903 0.02950
Thailand baht 48.501 0.02062 35.365 0.02828

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

Euro zone euro 1 1 0.7292 1.3715

1-mo. forward 1.0001 0.9999 0.7293 1.3713

3-mos. forward 1.0001 0.9999 0.7293 1.3713

6-mos. forward 0.9998 1.0002 0.7290 1.3717

Czech Rep. koruna-b 26.902 0.0372 19.616 0.0510

Denmark krone 7.4501 0.1342 5.4323 0.1841

Hungary forint 301.67 0.003315 219.97 0.004546

Norway krone 8.6680 0.1154 6.3203 0.1582

Poland zloty 4.6142 0.2167 3.3645 0.2972

Russia ruble-d 45.639 0.02191 33.278 0.03005

Sweden krona 10.9180 0.0916 7.9610 0.1256

Switzerland franc 1.5362 0.6510 1.1201 0.8928

1-mo. forward 1.5354 0.6513 1.1195 0.8932

3-mos. forward 1.5331 0.6523 1.1179 0.8945

6-mos. forward 1.5293 0.6539 1.1151 0.8968

Turkey lira 2.3475 0.4260 1.7117 0.5842

U.K. pound 0.9410 1.0627 0.6861 1.4575

1-mo. forward 0.9410 1.0627 0.6861 1.4575

3-mos. forward 0.9408 1.0629 0.6860 1.4578

6-mos. forward 0.9402 1.0636 0.6855 1.4587

MIDDLE EAST/AFRICA
Bahrain dinar 0.5170 1.9344 0.3770 2.6529

Egypt pound-a 7.7182 0.1296 5.6278 0.1777

Israel shekel 5.5242 0.1810 4.0280 0.2483

Jordan dinar 0.9724 1.0284 0.7090 1.4104

Kuwait dinar 0.3977 2.5143 0.2900 3.4483

Lebanon pound 2057.86 0.0004859 1500.50 0.0006665

Saudi Arabia riyal 5.1432 0.1944 3.7502 0.2667

South Africa rand 13.2345 0.0756 9.6500 0.1036

United Arab dirham 5.0373 0.1985 3.6730 0.2723

SDR -f 0.9051 1.1049 0.6599 1.5153

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 600 171.87 1.11 0.65% –12.7% –42.1%

 12 DJ Stoxx 50 1763.64 6.08 0.35 –14.6% –40.0%

 9 Euro Zone DJ Euro Stoxx 188.06 1.55 0.83 –15.6% –43.7%

 8 DJ Euro Stoxx 50 2039.58 20.39 1.01 –16.8% –41.8%

 4 Austria ATX 1611.37 53.77 3.45 –8.0% –54.9%

 4 Belgium Bel-20 1689.64 –8.79 –0.52% –11.5% –53.4%

 5 Czech Republic PX 742.6 36.3 5.14 –13.5% –50.4%

 10 Denmark OMX Copenhagen 208.82 0.59 0.28 –7.7% –45.7%

 8 Finland OMX Helsinki 4730.52 92.62 2.00 –12.5% –48.5%

 7 France CAC-40 2776.99 16.65 0.60 –13.7% –38.7%

 11 Germany DAX 4043.46 47.14 1.18 –15.9% –36.0%

 … Hungary BUX 10254.36 357.08 3.61 –16.2% –51.7%

 4 Ireland ISEQ 2098.68 –11.25 –0.53 –10.4% –65.9%

 5 Italy S&P/MIB 14749 276 1.91 –24.2% –51.4%

 6 Netherlands AEX 210.38 1.04 0.50 –14.5% –50.6%

 6 Norway All-Shares 263.37 10.63 4.21 –2.5% –42.7%

 17 Poland WIG 23328.95 436.65 1.91 –14.3% –49.2%

 11 Portugal PSI 20 6185.82 66.80 1.09 –2.5% –38.4%

 … Russia RTSI 694.69 44.07 6.77% 9.9% –64.3%

 7 Spain IBEX 35 7701.6 40.0 0.52 –16.2% –40.6%

 15 Sweden OMX Stockholm 206.99 4.44 2.19 1.4% –29.9%

 9 Switzerland SMI 4794.63 11.31 0.24 –13.4% –31.6%

 … Turkey ISE National 100 23968.83 471.66 2.01 –10.8% –39.8%

 8 U.K. FTSE 100 3816.93 11.94 0.31 –13.9% –30.5%

 10 ASIA-PACIFIC DJ Asia-Pacific 84.08 2.99 3.69 –10.2% –39.3%

 … Australia SPX/ASX 200 3480.2 33.9 0.98 –6.5% –32.1%

 … China CBN 600 19568.11 410.49 2.14 32.5% –38.4%

 10 Hong Kong Hang Seng 13130.92 13.75 0.10 –8.7% –37.8%

 11 India Sensex 9001.75 25.07 0.28 –6.7% –40.0%

 … Japan Nikkei Stock Average 7945.96 –26.21 –0.33% –10.3% –35.2%

 … Singapore Straits Times 1584.86 8.92 0.57 –10.0% –43.9%

 11 South Korea Kospi 1161.81 –8.14 –0.70 3.3% –28.4%

 9 AMERICAS DJ Americas 203.04 0.94 0.47 –10.2% –39.8%

 … Brazil Bovespa 40621.51 479.22 1.19 8.2% –30.1%

 12 Mexico IPC 19645.46 24.98 0.13 –12.2% –32.4%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of March 19, 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* 197.37 1.22%–13.3% –46.7%

4.30% 9 World (Developed Markets) 788.83 1.32%–14.3% –45.8%

3.90% 10 World ex-EMU 93.61 1.32%–13.0% –43.8%

4.10% 10 World ex-UK 794.33 1.62%–14.0% –44.7%

5.40% 7 EAFE 1,016.07 0.54%–17.9% –50.9%

4.30% 7 Emerging Markets (EM) 543.88 0.36% –4.1% –53.4%

6.20% 7 EUROPE 59.64 –0.81%–14.1% –46.5%

7.00% 6 EMU 112.16 1.31%–21.1% –55.1%

6.30% 7 Europe ex-UK 65.89 0.08%–15.1% –45.9%

8.60% 5 Europe Value 63.61 –0.35%–18.0% –50.9%

4.20% 10 Europe Growth 54.11 –1.21%–10.5% –42.0%

5.70% 7 Europe Small Cap 94.13 –0.75% –6.8% –51.6%

5.30% 3 EM Europe 147.44 –3.02% –7.2% –64.2%

6.00% 6 UK 1,125.01 –1.34%–14.4% –35.7%

5.50% 7 Nordic Countries 91.99 –0.25% –6.2% –50.8%

4.00% 3 Russia 415.00 –3.19% 0.7% –69.2%

5.00% 9 South Africa 533.82 –0.49% –7.8% –28.2%

5.30% 8 AC ASIA PACIFIC EX-JAPAN 230.44 0.55% –6.8% –52.4%

2.90% 10 Japan 471.99 0.67%–10.9% –43.9%

3.50% 9 China 39.38 1.45% –3.4% –46.8%

2.00% 9 India 348.83 1.45% –5.5% –51.9%

2.20% 8 Korea 323.15 0.51% 5.3% –30.6%

8.60% 8 Taiwan 188.78 0.17% 8.9% –42.3%

3.30% 13 US BROAD MARKET 866.12 2.22%–11.8% –40.2%

2.70% 49 US Small Cap 1,059.03 3.54%–15.1% –41.4%

4.10% 8 EM LATIN AMERICA 2,145.87 0.57% 3.3% –52.1%

*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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Sony to freeze salaries for workers in Japan

Dassault expects drop in demand

EU steelmakers post fresh warnings

FedEx planning new cuts
As net falls by 75%,
work hours, jobs
will be trimmed back

GLOBAL BUSINESS BRIEFS

By Alex MacDonald

LONDON — Two European steel-
makers issued profit warnings
Thursday, joining the ranks of other
steelmakers that are bracing for a
bleak 2009 as business activity re-
mains low, steel prices keep falling
and inventory levels remain high.

Germany’s largest steelmaker by
sales, ThyssenKrupp AG, and Finn-
ish steelmaker Rautaruuki Oyj said
Thursday they now expect to post a
loss in the quarter ending March 31,

with the former adding that it would
only deliver a full-year operating
profit—excluding project and re-
structuring costs—if demand picks
up in the following two quarters.

ThyssenKrupp had previously
expected apparent demand to pick
up this quarter as steel inventories
continued to dwindle, and Rautar-
uuki had expected to deliver an op-
erating profit this quarter, albeit
“considerably” below the fourth
quarter of 2008.

EU steelmakers are currently op-

erating at about 70% of their full pro-
duction capacity, according to the
European steelmakers’ association
Eurofer. That is much higher than
than the rough 40% capacity utiliza-
tion in the U.S., where steel invento-
ries and demand have fallen at a
faster pace.

The cutbacks were intended to
help deplete inventories, but low de-
mand in Europe has failed to drasti-
cally lower inventory levels. As a re-
sult, steel prices are still falling and
steel orders remain low.

By Alex Roth

And Kerry E. Grace

FedEx Corp. said net income
dropped 75% in its fiscal third quar-
ter, below even Wall Street’s grim
predictions for a company consid-
ered a bellwether of the national
and global economies.

The shipping company also said
it plans to cut $1 billion in expenses
in the coming fiscal year, mostly
from its Express unit, which gener-
ates nearly two-thirds of the compa-
ny’s overall revenue. Revenue at the
Express unit was off 18% for the quar-
ter ended Feb. 28, as average daily
package volume for the unit fell 5%.

“I think people have been getting
falsely optimistic about the econ-
omy,” Edward Jones analyst Daniel
L. Ortwerth said. “This is a dose of re-
ality for all of us.”

FedEx officials were reluctant to
say whether they thought the air-
freight industry had bottomed out,

although they expressed optimism
that the company’s performance
will improve as the year progresses.

FedEx said its cost-cutting plans
will include job cuts, though it didn’t
provide specifics. It will also reduce
network capacity in its Express and
freight segments, cut back work
hours and expand its compensation
reductions to non-U.S. workers,
where allowed.

The expense cuts will be made in
part to “secure the jobs of as many

of our teammates as possible,” Fred-
erick W. Smith, chairman and chief
executive, said in a conference call.

FedEx has already reduced sala-
ries and other compensation for
U.S. employees, including a 20%
cut for Mr. Smith. It also laid off
900 employees at its freight unit
last month, or about 2.6% of the
unit’s work force.

Despite the cost-cutting plans,
Alan B. Graf Jr., the company’s
chief financial officer, insisted that
FedEx is “not reducing our service
levels whatsoever.”

For the latest quarter, FedEx
posted net income of $97 million, or
31 cents a share, down from $393 mil-
lion, or $1.26 a share, a year earlier.
Revenue fell 14% to $8.14 billion, hurt
by reduced fuel surcharges and lower
shipment weights. Analysts polled by
Thomson Reuters expected earnings
of 46 cents a share on revenue of
$8.65 billion. FedEx’s business was
aided by the exiting of competitor
DHL from the domestic U.S. market.

Looking ahead, FedEx projected
fiscal fourth-quarter earnings of 45
cents to 70 cents a share, excluding
an expected charge of about $100 mil-
lion for its latest cost-cutting actions.
Analysts were expecting 72 cents.

CORPORATE NEWS

Iliad SA

French broadband provider Iliad
SA said Thursday net profit fell 33%
in 2008, dragged down by its acquisi-
tion of Internet provider Alice, but
said it targets sharp growth in net
profit this year. Net profit for the 12
months ended Dec. 31 dropped to
Œ100.4 million ($135.4 million) from
Œ150.2 million in 2007 as charges
linked to its acquisition of unprofit-
able Alice from Telecom Italia SpA
hurt the bottom line. Stripping out
these charges, net profit would have
been Œ216.7 million, up 44% from a
year earlier. Last month, Iliad re-
ported a 29% rise in 2008 revenue to
Œ1.57 billion. The company said it
aims to break even in earnings be-
fore interest, taxes, depreciation
and amortization at Alice in the sec-
ond quarter. It also proposed a divi-
dend of 34 European cents a share
for 2008, up 9.7% from 2007. The
company’s stock has gained about
16% in the past 12 months.

Nike Inc.

Nike Inc. reported a modest drop
in third-quarter sales but saw its so-
called futures orders for apparel
and shoes decline 10%. Nike sells its
merchandise ahead of time, provid-
ing a key figure regarding the health
of the footwear market. This quar-
ter, futures orders for footwear and
apparel, scheduled for delivery in
spring and early summer, were
$6.5 billion, down from $7.2 billion
in the year-earlier quarter. The com-
pany’s revenue for the quarter
ended Feb. 28 declined 2.3% to
$4.44 billion. Sales in Europe, the
Middle East and Africa decreased
14% to $1.2 billion.

—Compiled from staff
and wire service reports.

Note: Fiscal years end May 31
Source: the company
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By David Pearson

PARIS—Corporate-jet maker
Dassault Aviation SA posted a 2.4%
drop in net profit for 2008 and
warned of a sharp drop in demand
as many of its customers find them-
selves in financial trouble.

In the last quarter of 2008, Das-
sault had more cancellations than
new orders, said Chief Executive
Charles Edelstenne. That trend has
continued in 2009, he added, predict-
ing that net orders for the company’s
Falcon jets will plunge this year as cus-
tomers tighten their purse strings.

“If we end the year flat—that is
to say, no more Falcon cancella-
tions than new orders—I will be
overjoyed. But my feeling is that it

will be worse than that,” he said.
After accounting for cancella-

tions, Dassault last year saw orders
for its Falcon jets fall to 115 from 212
in 2007. Total order intake for the
company, which also makes the Ra-
fale multirole combat fighter, in
2008 was Œ5.82 billion ($7.85 bil-
lion), down 7% from a year earlier.

Citigroup Inc., Royal Bank of
Scotland PLC and U.S. insurer Ameri-
can International Group Inc. were
among the customers that had or-
dered jets, Mr. Edelstenne said.
“Needless to say, the orders from
these clients are now worthless.”

Typically, customers pay a de-
posit equivalent to 10% of the value
of their orders, and usually forfeit
deposits when they cancel, he said.

Dassault is now trying to hold on to
as much of that cash as possible.

In the 12 months ended Dec. 31,
net profit fell to Œ373 million from
Œ382 million a year earlier, partly re-
flecting a decline in exports of Das-
sault’s military jets. Revenue fell
8.2% to Œ3.75 billion. At the end of
December, Dassault had net cash of
Œ4.43 billion, down from Œ4.56 bil-
lion a year earlier.

This year, Dassault will likely de-
liver about 90 Falcon corporate jets,
compared with 72 in 2008, depend-
ing on cancellations, Mr. Edelstenne
said. Some deliveries planned for
last year were held up because of
tighter administrative controls at
the U.S. Federal Aviation Adminis-
tration, he said.

ASSOCIATED PRESS

Sony Corp. said Thursday it will
impose a salary freeze on its full-
time workers in Japan for one year
to cut costs, as the electronics giant
braces for a massive loss amid a
deepening global downturn.

The salary freeze will be effective
from April, and Sony’s managers
with nonboard posts will also take a
35% to 40% cut in their annual bo-

nuses for the fiscal year starting next
month, a Sony spokeswoman said.

“Our business environment is se-
vere. We’ve decided to take such ac-
tion as we expect to incur a loss” in
the current financial year to March,
she said.

Unlike many Japanese compa-
nies, Sony doesn’t award workers
with an annual salary increase ac-
cording to their seniority. Rather,

the company gives raises to work-
ers based on their performances.

Hit by plummeting global de-
mand, the maker of the Bravia flat-
panel TVs and the PlayStation 3
game console expects to post a 150
billion yen ($1.6 billion) net loss for
the fiscal year through March.

Sony has said it is slashing 8,000
of its 185,000 jobs around the world
and will shutter five or six plants.

Henderson Land

Henderson Land Development
Co. said its first-half net profit fell 87%
because of a property revaluation loss
and weaker property sales. The Hong
Kong property developer, controlled
by billionaire Lee Shau-kee, said its
net profit for the six months ended
Dec. 31 was 1.17 billion Hong Kong dol-
lars (US$150.9 million), down from
HK$9.19 billiona year earlier. Underly-
ing profit, which Hong Kong property
analysts watch closely because it ex-
cludes the revaluation of investment
properties, fell 63% to HK$1.41 billion.
Henderson Land posted a first-half
property revaluation loss of HK$2.65
billion, compared with a revaluation
gain of HK$4.15 billion in the same pe-
riod of the previous year. Revenue fell
43% to HK$4.82 billion. The company
declared a first-half dividend of 30
Hong Kong cents, down from 40 Hong
Kong cents a year earlier.

HSBC Holdings PLC

Shareholders of HSBC Holdings
PLC approved the bank’s plan to
launch the U.K.’s largest ever rights
issue. HSBC was the only major Brit-
ish bank that had so far avoided seek-
ing fresh capital during the current
financial crisis. Shareholders ap-
proved the proposal to raise £12.5
billion ($17.8 billion) by a 99.1% ma-
jority. They now have until April 3 to
subscribe to five new shares for
each 12 they own, at a price of 254
pence a share. Shares in HSBC
closed at 491 pence on March 1, the
day before the rights issue was an-
nounced. After falling to a 12-month
low of 310 pence earlier this month,
the bank’s stock jumped Thursday
and was up 3% at 458.10 pence at the
close. The rights issue allows the
bank to “maintain its signature [cap-
ital] strength” versus peers, said
HSBC Chairman Stephen Green.

Inchcape PLC

Auto dealer to raise capital
amid 71% fall in net profit

U.K. car dealer Inchcape PLC on
Thursday announced plans to raise
£232 million ($331 million) in new
capital as it reported a 71% drop in
2008 net profit. The company said
the increased capital will be used to
reduce debt. At the end of 2008,
Inchcape’s net debt stood at
£407.8 million, compared with the
£213.5 million it had a year earlier af-
ter debt-financed acquisitions in
emerging markets such as Russia.
Inchcape posted a net profit of
£51.4 million for 2008, off from
£176.4 million in 2007, weighed
down by higher operating and fi-
nance expenses. Revenue rose 3.4%
to £6.26 billion. In the rights issue,
shareholders will be able to acquire
nine new shares for each one they al-
ready own at six pence a share, rep-
resenting an 88% discount to the
stock’s closing price Wednesday.

Oracle Corp.

Oracle Corp., in a sign it is hold-
ing up in the recession, said it would
issue a dividend for the first time
and posted a 2% revenue increase
and a 1% drop in earnings for its fis-
cal third quarter. But the business-
software maker also issued conser-
vative guidance. Oracle said it
would begin paying shareholders a
quarterly dividend of five cents a
share starting in May. The payout
will cost Oracle about $1 billion a
year. Oracle’s said revenue for the
quarter ended Feb. 28 rose to $5.45
billion from $5.35 billion a year ear-
lier. Profit fell to $1.33 billion from
$1.34 billion a year earlier, squeezed
by the strong U.S. dollar. For the cur-
rent quarter, Oracle President Safra
Catz forecast the change in revenue
would range between plus 2% and
negative 3% compared with a year
ago, assuming constant currency.

UBS AG

Swiss bank UBS AG plans to buy
back up to Œ1 billion ($1.35 billion) in
debt, giving a small boost to its capital
position. UBS, so far the only Swiss
bankto seekfinancialaid from thegov-
ernment, announced a tender offer
Thursday for four Lower Tier 2 bonds.
The bank said because the notes trade
at a significant discount to their issue
price, the transaction will improve its
Core Tier 1 ratio, a measure of capital
strength.Separately, UBS asked share-
holders to allow the creation of autho-
rized capital of as much as 29.3 mil-
lion Swiss francs ($25.9 million), as a
“contingency measure” for potential
future fund raising should that be-
come necessary. While analysts
termed the move prudent and cau-
tious, given UBS’s Tier 1 ratio of 11.5%
at the end of 2008, they said it could
give rise to fears that UBS is preparing
for a further rights issue. Shares rose
4.6% in Zurich.
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Parex Eastern Europ Bd EU BD LVA 03/18 USD 8.95 2.6 –35.5 –17.2
Parex Russian Eq EE EQ LVA 03/18 USD 9.70 12.0 –66.9 –35.9

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 03/19 USD 100.97 –8.9 –48.5 –23.5

PF (LUX)-Asian Eq-Pca AS EQ LUX 03/19 USD 96.74 –9.1 –49.1 –24.1

PF (LUX)-Biotech-Pca OT EQ LUX 03/18 USD 270.23 –5.2 –9.0 –0.4

PF (LUX)-CHF Liq-Pca CH MM LUX 03/18 CHF 123.91 0.0 1.3 1.6
PF (LUX)-CHF Liq-Pdi CH MM LUX 03/18 CHF 93.52 –0.1 1.2 1.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 03/18 USD 80.89 –0.5 –29.5 –14.6

PF (LUX)-East Eu-Pca EU EQ LUX 03/18 EUR 132.97 –0.4 –66.1 –43.3

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 03/19 USD 90.21 –3.2 –53.9 –25.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 03/19 USD 299.64 –1.5 –52.7 –24.8

PF (LUX)-Eu Indx-Pca EU EQ LUX 03/18 EUR 66.60 –12.9 –41.1 –28.8

PF (LUX)-EUR Bds-Pca EU BD LUX 03/18 EUR 366.76 –1.8 0.3 –0.5

PF (LUX)-EUR Bds-Pdi EU BD LUX 03/18 EUR 279.10 –1.8 0.3 –0.5

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 03/18 EUR 121.71 –2.5 –6.6 –4.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 03/18 EUR 85.57 –2.5 –6.6 –4.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 03/18 EUR 92.70 2.8 –28.4 –21.5

PF (LUX)-EUR HiYld-Pdi EU BD LUX 03/18 EUR 53.74 2.8 –28.4 –21.5

PF (LUX)-EUR Liq-Pca EU MM LUX 03/18 EUR 135.12 0.4 3.4 3.3
PF (LUX)-EUR Liq-Pdi EU MM LUX 03/18 EUR 97.38 0.4 3.4 3.3
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 03/18 EUR 102.19 0.3 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 03/18 EUR 100.83 0.3 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 03/18 EUR 270.13 –11.7 –44.2 –32.9

PF (LUX)-EuSust Eq-Pca EU EQ LUX 03/18 EUR 87.71 –13.3 –41.8 –32.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 03/18 USD 192.22 1.5 –4.8 –0.3

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 03/18 USD 130.77 1.5 –4.8 –0.3

PF (LUX)-Gr China-Pca AS EQ LUX 03/19 USD 206.96 –2.7 –40.1 –14.8

PF (LUX)-Indian Eq-Pca EA EQ LUX 03/19 USD 169.45 –11.6 –53.1 –22.8
PF (LUX)-Jap Index-Pca JP EQ LUX 03/19 JPY 7248.26 –11.0 –36.5 –32.7

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 03/19 JPY 6352.71 –13.0 –38.5 –37.2

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 03/19 JPY 6192.61 –13.1 –38.9 –37.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 03/19 JPY 3466.68 –11.7 –35.2 –34.4

PF (LUX)-Pacif Idx-Pca AS EQ LUX 03/19 USD 148.74 –6.1 –46.0 –23.3
PF (LUX)-Piclife-Pca CH BA LUX 03/18 CHF 673.75 –2.3 –12.7 –11.1

PF (LUX)-PremBrnds-Pca OT EQ LUX 03/18 EUR 39.04 –11.6 –37.5 –30.1

PF (LUX)-Rus Eq-Pca OT OT LUX 03/18 USD 24.51 7.3 –72.7 NS

PF (LUX)-Security-Pca GL EQ LUX 03/18 USD 69.51 –2.7 –26.6 –17.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 03/18 EUR 305.44 –6.4 –42.0 –31.4

PF (LUX)-US Eq-Ica US EQ LUX 03/18 USD 74.97 –8.2 –34.6 –19.6

PF (LUX)-USA Index-Pca US EQ LUX 03/18 USD 64.04 –11.7 –39.3 –23.2
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 03/18 USD 130.41 0.2 1.9 3.0

PF (LUX)-USD Liq-Pdi US MM LUX 03/18 USD 85.15 0.2 1.9 3.0

PF (LUX)-USD Sov Liq-Pca OT OT LUX 03/18 USD 101.45 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 03/18 USD 100.74 0.1 NS NS

PF (LUX)-Water-Pca GL EQ LUX 03/18 EUR 91.72 –11.0 –31.3 –21.7
PF (LUX)-WldGovBds-Pca GL BD LUX 03/19 USD 154.13 –6.5 –4.3 5.7

PF (LUX)-WldGovBds-Pdi GL BD LUX 03/19 USD 127.57 –6.5 –4.3 5.7

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 03/18 USD 32.86 –20.8 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 03/18 USD 8.12 3.6 –30.8 –24.3

Japan Fund USD JP EQ IRL 03/19 USD 12.56 –14.5 –19.0 –16.4

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 03/18 USD 54.77 –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 03/18 EUR 544.72 –17.2 NS NS

Euro Fixed Income A EU BD IRL 03/18 EUR 1060.79 –6.3 –14.3 –9.2

Euro Fixed Income B EU BD IRL 03/18 EUR 1127.14 –6.2 –13.8 –8.7

Euro Small Cap A EU EQ IRL 03/18 EUR 776.66 –8.4 –47.3 –37.9

Euro Small Cap B EU EQ IRL 03/18 EUR 828.03 –8.3 –47.0 –37.6

Eurozone Agg Eq A EU EQ IRL 03/18 EUR 429.65 –13.5 –44.0 NS

Eurozone Agg Eq B EU EQ IRL 03/18 EUR 614.55 –13.4 –43.7 –31.6

Glbl Bd (EuroHdg) A GL BD IRL 03/18 EUR 1181.72 –1.3 –8.1 –4.5

Glbl Bd (EuroHdg) B GL BD IRL 03/18 EUR 1248.44 –1.2 –7.4 –3.8

Glbl Bd A EU BD IRL 03/18 EUR 990.64 1.0 1.5 –3.5

Glbl Bd B EU BD IRL 03/18 EUR 1049.68 1.2 2.1 –2.9

Glbl Real Estate A OT EQ IRL 03/18 USD 521.62 –21.8 –54.9 –39.6

Glbl Real Estate B OT EQ IRL 03/18 USD 535.23 –21.6 –54.6 –39.2

Glbl Real Estate EH-A OT EQ IRL 03/18 EUR 502.17 –20.0 –51.2 –39.6

Glbl Real Estate SH-B OT EQ IRL 03/18 GBP 47.20 –20.4 –51.3 –39.0

Glbl Strategic Yield A EU BD IRL 03/18 EUR 1133.77 0.3 –21.7 –13.0

Glbl Strategic Yield B EU BD IRL 03/18 EUR 1207.48 0.4 –21.2 –12.5

Japan Equity A JP EQ IRL 03/18 JPY 9095.00 –12.0 –36.6 –34.0

Japan Equity B JP EQ IRL 03/18 JPY 9648.00 –11.9 –36.2 –33.6

PacBasn (Ex-Jap) Eq A AS EQ IRL 03/18 USD 1173.40 –8.8 –45.7 –24.6

PacBasn (Ex-Jap) Eq B AS EQ IRL 03/18 USD 1246.35 –8.6 –45.4 –24.2

Pan European Eq A EU EQ IRL 03/18 EUR 624.30 –13.1 –44.3 –32.0

Pan European Eq B EU EQ IRL 03/18 EUR 662.39 –13.0 –44.0 –31.7

US Equity A US EQ IRL 03/18 USD 603.79 –9.8 –41.5 –24.0

US Equity B US EQ IRL 03/18 USD 643.46 –9.6 –41.1 –23.6

US Small Cap A US EQ IRL 03/18 USD 859.24 –14.6 –42.3 –27.7

US Small Cap B US EQ IRL 03/18 USD 916.20 –14.4 –41.9 –27.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 03/19 SEK 53.29 –11.5 –43.3 –32.7

Choice Japan Fd JP EQ LUX 03/19 JPY 39.68 –11.8 –36.5 –34.8

Choice Jpn Chance/Risk JP EQ LUX 03/19 JPY 39.41 –12.0 –44.0 –35.6

Choice NthAmChance/Risk US EQ LUX 03/19 USD 2.74 –2.3 –40.6 –24.7

Europe 2 Fd EU EQ LUX 03/19 EUR 0.63 –9.6 –45.6 –34.2

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

Global Chance/Risk Fd GL EQ LUX 03/19 EUR 0.43 –8.8 –35.2 –27.8

Global Fd GL EQ LUX 03/19 USD 1.48 –10.9 –43.4 –26.5

Intl Mixed Fd -C- NO BA LUX 03/19 USD 20.94 –8.9 –33.6 –17.5

Intl Mixed Fd -D- NO BA LUX 03/19 USD 14.77 –8.9 –33.6 –16.4

Wireless Fd OT EQ LUX 03/19 EUR 0.10 1.2 –33.9 –24.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 03/19 USD 4.34 –4.2 –40.5 –21.8

Currency Alpha EUR -IC- OT OT LUX 03/19 EUR 10.63 –2.6 5.7 NS

Currency Alpha EUR -RC- OT OT LUX 03/19 EUR 10.56 –2.7 5.2 2.9

Currency Alpha SEK -ID- OT OT LUX 03/19 SEK 102.67 –2.8 5.4 NS

Currency Alpha SEK -RC- OT OT LUX 03/19 SEK 115.20 –2.7 5.2 2.9

Generation Fd 80 OT OT LUX 03/19 SEK 6.06 –5.1 –23.9 NS

Nordic Focus EUR NO EQ LUX 03/19 EUR 48.37 –3.0 –41.3 NS

Nordic Focus NOK NO EQ LUX 03/19 NOK 52.22 –3.0 –41.3 NS

Nordic Focus SEK NO EQ LUX 03/19 SEK 56.18 –3.0 –41.3 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 03/19 USD 1.29 –7.2 –39.6 –24.8

Ethical Global Fd GL EQ LUX 03/19 USD 0.53 –14.6 –44.8 –28.8

Ethical Sweden Fd NO EQ LUX 03/19 SEK 29.00 0.9 –23.8 –21.0

Europe Fd EU EQ LUX 03/19 USD 1.44 –9.6 –36.7 –28.5

Index Linked Bd Fd SEK OT BD LUX 03/19 SEK 13.31 1.8 3.0 4.2

Medical Fd OT EQ LUX 03/19 USD 2.53 –11.7 –26.3 –16.1

Short Medium Bd Fd SEK NO MM LUX 03/19 SEK 9.22 0.6 3.1 3.0

Technology Fd OT EQ LUX 03/19 USD 1.62 4.1 –31.8 –17.6

World Fd NO BA LUX 03/19 USD 1.56 –5.6 –38.1 –17.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 03/19 EUR 1.27 0.2 2.3 2.0

Short Bond Fd SEK NO MM LUX 03/19 SEK 21.76 0.9 3.0 3.0

Short Bond Fd USD US MM LUX 03/19 USD 2.49 –0.2 1.1 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 03/19 SEK 9.92 –1.4 –3.7 –1.2

Alpha Bond Fd SEK -B- NO BD LUX 03/19 SEK 8.90 –1.4 –3.7 –1.2

Alpha Bond Fd SEK -C- NO BD LUX 03/19 SEK 24.84 –1.5 –3.8 –1.3

Alpha Bond Fd SEK -D- NO BD LUX 03/19 SEK 8.28 –1.5 –3.8 –1.3

Alpha Short Bd SEK -A- NO MM LUX 03/19 SEK 10.93 1.1 3.4 3.2

Alpha Short Bd SEK -B- NO MM LUX 03/19 SEK 10.25 1.1 3.4 3.2

Alpha Short Bd SEK -C- NO MM LUX 03/19 SEK 21.38 1.1 3.3 3.1

Alpha Short Bd SEK -D- NO MM LUX 03/19 SEK 8.89 1.1 3.3 3.1

Bond Fd SEK -C- NO BD LUX 03/19 SEK 41.91 0.9 9.0 5.7

Bond Fd SEK -D- NO BD LUX 03/19 SEK 12.57 0.9 7.7 5.1

Corp. Bond Fd EUR -C- EU BD LUX 03/19 EUR 1.03 –5.7 –12.3 –7.4

Corp. Bond Fd EUR -D- EU BD LUX 03/19 EUR 0.81 –5.7 –12.7 –7.6

Corp. Bond Fd SEK -C- NO BD LUX 03/19 SEK 10.12 –5.8 –15.9 –9.0

Corp. Bond Fd SEK -D- NO BD LUX 03/19 SEK 7.95 –5.8 –15.8 –8.9

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 03/19 EUR 104.70 0.8 5.1 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 03/19 EUR 104.30 0.7 4.8 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 03/19 SEK 1137.32 0.7 4.8 NS

Flexible Bond Fd -C- NO BD LUX 03/19 SEK 21.13 1.3 6.3 4.4

Flexible Bond Fd -D- NO BD LUX 03/19 SEK 11.96 1.3 6.3 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 03/19 SEK 77.97 –2.6 –22.3 –13.9

Global Hedge I SEK -D- OT OT LUX 03/19 SEK 71.25 –2.6 –24.6 –15.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 03/19 USD 1.54 0.0 –45.2 –18.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 03/19 SEK 16.85 0.4 –31.7 –26.1

Europe Chance/Risk Fd EU EQ LUX 03/19 EUR 699.61 –8.3 –47.8 –36.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 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 03/18 EUR 26.71 –5.8 –7.8 –1.2

Bonds Eur Corp A OT OT LUX 03/17 EUR 20.94 1.0 –4.7 –3.2

Bonds Eur Hi Yld A OT OT LUX 03/17 EUR 13.15 –1.1 –30.5 –22.8

Bonds EURO A OT OT LUX 03/17 EUR 39.15 –0.8 2.9 2.8

Bonds Europe A OT OT LUX 03/18 EUR 37.57 –0.8 3.0 2.1

Bonds US MtgBkSec A OT OT LUX 03/18 USD 23.62 –7.8 –1.5 –1.9

Bonds US OppsCoreplus A OT OT LUX 03/17 USD 31.83 0.9 –1.4 2.9

Bonds World A OT OT LUX 03/17 USD 36.87 –7.4 –10.7 4.0

Eq. China A OT OT LUX 03/18 USD 14.30 –4.3 –35.0 –13.7

Eq. ConcentratedEuropeA OT OT LUX 03/18 EUR 18.11 –12.1 –44.8 –32.7
Eq. Eastern Europe A OT OT LUX 03/18 EUR 12.89 –2.5 –63.6 –40.4
Eq. Equities Global Energy OT OT LUX 03/18 USD 13.06 –8.4 –46.2 –15.3
Eq. Euroland A OT OT LUX 03/18 EUR 7.64 –16.7 –43.5 –31.6
Eq. Euroland MidCapA OT OT LUX 03/18 EUR 12.63 –12.3 –49.1 –36.4
Eq. EurolandCyclclsA OT OT LUX 03/18 EUR 12.40 –9.7 –40.1 –25.0
Eq. EurolandFinancialA OT OT LUX 03/18 EUR 6.40 –24.0 –56.8 –43.1
Eq. Glbl Emg Cty A OT OT LUX 03/18 USD 5.61 –6.1 –51.2 –23.4

Eq. Global A OT OT LUX 03/18 USD 18.44 –12.4 –44.8 –28.0
Eq. Global Technol A OT OT LUX 03/18 USD 4.02 10.0 –29.8 –24.1
Eq. Gold Mines A OT OT LUX 03/18 USD 21.53 3.0 –36.7 –7.2
Eq. Japan Sm Cap A OT OT LUX 03/18 JPY 795.62 –12.1 –32.5 –41.5
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7
Eq. Pacific A OT OT LUX 03/18 USD 5.81 –9.0 –45.0 –21.9
Eq. US ConcenCore A OT OT LUX 03/18 USD 16.25 0.1 –28.7 –17.1
Eq. US Lg Cap Gr A OT OT LUX 03/18 USD 10.65 –1.2 –40.5 –23.7

Eq. US Mid Cap A OT OT LUX 03/18 USD 19.78 –1.3 –39.8 –20.7
Eq. US Multi Strg A OT OT LUX 03/17 USD 14.47 –9.4 –40.8 –27.8
Eq. US Rel Val A OT OT LUX 03/18 USD 13.84 –10.9 –46.5 –32.0
Eq. US Sm Cap Val A OT OT LUX 03/18 USD 10.83 –16.3 –49.8 –36.7
Eq. US Value Opp A OT OT LUX 03/18 USD 11.58 –10.7 –48.4 –34.9
Money Market EURO A OT OT LUX 03/18 EUR 27.25 0.5 3.9 3.9
Money Market USD A OT OT LUX 03/18 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 03/19 JPY 7241.00 –15.8 –42.6 –39.1
YMR-N Japan Fund JP EQ IRL 03/19 JPY 8190.00 –13.2 –38.9 –35.2
YMR-N Low Price Fund JP EQ IRL 03/19 JPY 11030.00 –15.0 –36.8 –36.7
YMR-N Small Cap Fund JP EQ IRL 03/19 JPY 5340.00 –16.8 –41.7 –40.7

Yuki Mizuho Gen Jpn III JP EQ IRL 03/19 JPY 3587.00 –15.6 –49.2 –39.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 03/19 JPY 3787.00 –15.7 –48.9 –42.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 03/19 JPY 5343.00 –12.4 –45.1 –37.8
Yuki Mizuho Jpn Gen JP EQ IRL 03/19 JPY 6931.00 –13.6 –39.4 –36.5
Yuki Mizuho Jpn Gro JP EQ IRL 03/19 JPY 5200.00 –16.8 –41.4 –39.3
Yuki Mizuho Jpn Inc JP EQ IRL 03/19 JPY 6772.00 –14.8 –37.1 –34.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 03/19 JPY 4240.00 –14.9 –40.6 –35.4
Yuki Mizuho Jpn LowP JP EQ IRL 03/19 JPY 9350.00 –17.5 –35.4 –34.1

Yuki Mizuho Jpn PGth JP EQ IRL 03/19 JPY 6503.00 –14.9 –43.9 –38.8
Yuki Mizuho Jpn SmCp JP EQ IRL 03/19 JPY 5209.00 –15.1 –44.6 –40.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 03/19 JPY 4541.00 –12.6 –37.7 –34.5
Yuki Mizuho Jpn YoungCo AS EQ IRL 03/19 JPY 2077.00 –13.0 –49.4 –50.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 03/19 JPY 3685.00 –12.3 –45.6 –38.0
Yuki 77 General JP EQ IRL 03/19 JPY 5125.00 –13.2 –42.1 –35.8

Yuki 77 Growth JP EQ IRL 03/19 JPY 4980.00 –15.8 –44.9 –40.8
Yuki 77 Income AS EQ IRL 03/19 JPY 4422.00 –13.5 –35.8 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 03/19 JPY 5461.00 –12.5 –39.8 –36.2
Yuki Chugoku Jpn Gro JP EQ IRL 03/19 JPY 4205.00 –17.7 –42.7 –37.4
Yuki Chugoku JpnLowP JP EQ IRL 03/19 JPY 6693.00 –18.3 –33.6 –33.8

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 03/19 JPY 5757.00 –15.0 –43.2 –37.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 03/19 JPY 3842.00 –15.5 –44.2 –36.9
Yuki Hokuyo Jpn Inc JP EQ IRL 03/19 JPY 4342.00 –17.7 –37.2 –34.7

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 03/19 JPY 3946.00 –16.1 –41.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 03/19 JPY 3878.00 –13.8 –47.5 –39.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 03/19 JPY 3699.00 –15.3 –44.4 –38.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 03/19 JPY 4416.00 –13.4 –40.6 –35.8

Continued from previous page

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 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 03/17 EUR 8753.00 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 03/13 EUR 122.30 –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 03/13 USD 262.17 –5.2 –17.0 –4.9

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

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

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

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

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

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

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

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

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

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

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/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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By Gerald F. Seib

At last there is bipartisan consen-
sus on something in Washington. Ev-
erybody agrees they are furious at
American International Group.

Beyond that,
though, the outrage
over AIG’s payment
of$165 millionin bo-
nuses to employees

within the unit that almost melted
down the economy before the govern-
ment bailed it out has descended into
typical political finger-pointing
about who should have done what to
prevent the embarrassment. And
while that makes for good indoor
sport, it is obscuring the two big les-
sons this mess is teaching the U.S.:

First, the government by and
large has no business running busi-
nesses. The cultures of the public
and private sectors are simply too
different.

And second, there needs to be a
system established for times such as
these, when the government does
have to step in and perform triage in
the financial sector, so it’s clear who
is in charge and what the procedures
are. As it is now, all sides are making
up the rules as they go along. When
the House passes, as it did Thursday,
a tax bill designed specifically to ex-
tract money from 73 individuals who
took large bonuses from AIG’s finan-
cial-services unit, it’s pretty clear
that things have gotten out of hand.

Treasury Secretary Timothy
Geithner, who is taking his lumps for
failing to foresee and head off the bo-
nus disaster, pointed out this need
for a new system in a letter sent to
Congress Tuesday night. “This situa-
tion dramatically underscores the
need to adopt, as a critical part of fi-
nancial regulatory reform, an ex-
panded ‘resolution authority’ for the
government to better deal with situa-
tions like this,” he wrote leaders of
both parties.

Translation: We need an agency
and some clear rules to handle wind-
ing down big financial companies.

The ideal solution, of course,
would be to avoid this kind of situa-
tion entirely. Governments aren’t
equipped to operate businesses, and
businesses aren’t prepared to oper-
ate amid the complicated sensitivi-
ties of the political sector. Govern-
ments run best by consensus, compa-
nies best by crisp decision-making at
the top. Incentives are different in
the two worlds; penalties and re-
wards are viewed differently, as the
AIG flap illustrates.

In fact, some of the wisest words
President Barack Obama has spoken
since being elected came during the

transition period, when the question
of whether the government should
simply take over General Motors and
Chrysler was in the air. “We don’t
want government to run companies,”
Mr. Obama said on NBC-TV’s “Meet
the Press” in December. “Generally,
government historically hasn’t done
that very well.”

That sentiment explains why, de-
spite rampant speculation to the con-
trary, the administration has been
straining to avoid nationalizing any
banksor directlytakingoverautomak-
ers. Nationalization would distort
markets, create unfair advantages
and introduce either political consid-
erations or suspicions of political con-
siderations into business decisions.

There is, in fact, a huge difference
between the government injecting
capital or taking a minority position
in a business—with a prospect of get-
ting taxpayer money back but no con-
fusion about who continues to run
the company—and nationalizing a
firm or becoming a majority owner.

This is the line the administra-
tion has tried not to cross. AIG is the
exception to the rule. Because of
AIG’s dire straits, the government
has invested so much bailout money
that it now holds a stake of almost
80% of the company. Taxpayers are
the majority owners.

That has left poor Edward Liddy,
AIG’s chairman, in an impossible posi-
tion. He was recruited by the govern-

ment to run the company after disas-
ter struck, but he isn’t really a govern-
ment employee. He oversees a pri-
vate-sector compensation structure
(one he didn’t design) that he’s trying
to justify to the political sector.
Whose interests are paramount in his
mind as he goes to work every day?
Those of the government? Employ-
ees? Remaining private sharehold-
ers? Taxpayers?

When can he make his own deci-
sions, and when does he need to con-
sult the Treasury and Federal Re-
serve? When does he need their per-
mission to act?

There is, in short, no mechanism
to run such a company in such straits.
That is the problem going forward.

For, much as the government
seeks to stay out of the business of
running businesses, events have
shown that it sometimes is inevita-
ble. In fact, in most sectors, there’s a
proven mechanism in place to handle
just that situation. If a bank fails, the
Federal Deposit Insurance Corp. has
the legal powers, expertise and expe-
rience to step in and wind it down. If a
garden-variety business fails, it can
go into bankruptcy, and a court with
similar powers and experience can
sort out the problems.

But AIG—and Citigroup and
Bank of America and others—repre-
sent new kinds of creatures. They
are neither traditional businesses
nor traditional banks, yet their fi-
nancial products are so deeply en-
twined in the world’s financial sys-
tem that they can’t be allowed to
simply fail.

Starting last March, when Bear
Stearns failed, former Treasury Sec-
retary Henry Paulson began telling
us all that the federal government
needed an institution and clear rules
for winding down a big but failing fi-
nancial institution. Now his succes-
sor, Mr. Geithner, is telling us the
same thing—as are all the headlines
about AIG’s bonuses.

Lost in AIG flap are lessons for the U.S.
Outrage over bonuses exposes the need for a system to handle the winding down of big financial companies

Fed feels pressure from excess capacity in U.S. economy

The New York headquarters of AIG. The public and private sectors have been put into conflict by the U.S. bailout of the firm.

ECONOMY & POLITICS

By Jon Hilsenrath

The U.S. Federal Reserve’s deci-
sion this week to pump an extra
$1.15 trillion into the financial sys-
tem reflects its worry that the na-
tion’s economy has become plagued
by increasing slack.

From empty hotel rooms to idle
factory equipment to workers in
part-time jobs, the economy is stuck
with excess capacity.

This signals that even if things
turn around tomorrow—and there
have been glimmers of stability in re-
cent weeks, including higher stock
prices—the economy is likely to be
operating well below its potential
for many months, if not years, to
come.

Fed officials worry about slack
for another reason. When the econ-
omy has little of it, inflation be-
comes a problem because tight sup-
plies allow businesses and workers
to demand more money for their ser-
vices. When there is too much slack,
as now, inflation falls.

If the excess capacity becomes
deep enough, or persists long
enough, it could lead to outright de-
clines in prices known as deflation,
something Fed officials want to

avoid because it is difficult to un-
wind.

“In light of increasing economic
slack here and abroad, the Commit-
tee expects that inflation will re-
main subdued,” the Fed’s policy-
making committee said Wednesday,
when it announced it planned to
pump additional money into the
economy through purchases of gov-
ernment and mortgage securities.

Signs of slack are everywhere.
The number of vacant homes dot-
ting American neighborhoods was
19 million in the fourth quarter of
2008, up 6% from a year earlier. Ho-
tel occupancy rates have fallen from
65.5% a year ago to 55.2% in early
March, according to Smith Travel
Research, a Tennessee firm that
tracks the industry. Manufacturing
plants ran in February at 67.4% of
their capacity, the lowest utilization
rate since the Fed began keeping
records in 1948.

In normal times, the Fed would
fight slack by reducing short-term
interest rates to cut household and
business borrowing costs. But the
Fed has already cut its target rate—
the federal-funds rate—to near
zero.

That’s why it announced Wednes-

day that it would ramp up purchases
of mortgage-backed securities and
long-term U.S. Treasury notes. By
purchasing those securities, it
hopes to bring down borrowing on a
broader array of bonds and loans to
spur demand.

One example of the slack comes
from Union Pacific Railroad, the na-
tion’s largest railroad. It has the ca-

pacity to run 200,000 carloads
weekly, but it is running only
150,000.

“As volumes remain soft, we are
acting aggressively to right size our
resources, furloughing 3,600 em-
ployees, storing over 1,400 locomo-
tives, and parking 53,000 freight
cars,” Rob Knight, the firm’s chief fi-
nancial officer, told investors in a
conference call last week.

The clearest signs of slack are in

the job market. On Thursday, the La-
bor Department reported that new
claims for unemployment benefits
dipped last week by a seasonally ad-
justed 12,000 to 646,000, but the
four-week average rose slightly to
654,750, a 26-year high. The total
number of Americans drawing
weekly benefits jumped to nearly
5.5 million, a new high.

In all, the number of unemployed
Americans has soared to a season-
ally adjusted 12.5 million in the past
12 months, pushing the unemploy-
ment rate to 8.1%. An additional 8.6
million are working part time but
would prefer to have full-time work.
When accounting for these workers
as well as those who wanted a job
but hadn’t looked lately, the “under-
employment” rate—a broader mea-
sure of job-market slack—is 14.8%.

That doesn’t hurt just the unem-
ployed. It also hurts people who
have jobs because it puts downward
pressure on wages.

Irex Corp., a Lancaster, Pa., con-
struction-services firm, has laid off
about 1,000 workers in the past
year, bringing its head count to
roughly 1,500. The firm provides
construction workers to manufac-
turers, hospitals, refineries and

other companies building large new
facilities.

Less than two years ago, Kirk Lid-
dell, Idex’s chief executive, had to
subcontract work to competitors
for some big projects because it had
a hard time funding qualified work-
ers. Now, says Mr. Liddell, “if we put
out a call for quality workers, we’d
have thousands almost anywhere in
the country.”

One of the big surprises about
this downturn, he says, is its
breadth. He had expected work
building hospitals to remain steady
even as the manufacturing sector is
crunched. But hospital work has
been squeezed, as has education.
The firm just lost a contract for a fa-
cility at Harvard University, which
has been hit by losses in its endow-
ment.

For U.S. officials, the key to un-
winding the slack is boosting de-
mand for goods, services, homes
and labor. That’s one reason why
some economists think Congress
will need to pass a second economic
stimulus bill. President Barack
Obama’s $787 billion stimulus plan,
passed in February, is meant to aid
the economy through spending pro-
grams and middle-class tax cuts.
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Signs of slack are
everywhere, from
empty hotel rooms
to idle factories.
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RBS bond in Sydney has U.K. backing
Such a guarantee
a first for Australia;
will it be a catalyst?

Royal Bank of Scotland
On the London Stock Exchange
Thursday’s close: 24.20 pence, up 4.8%
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U.S. consumer-loan plan gets off to slow start

By Enda Curran

SYDNEY—In a significant devel-
opment for Australia’s bond mar-
ket, Royal Bank of Scotland Group
PLC said it is offering investors
Australian dollar-denominated
debt, guaranteed by the U.K. gov-
ernment.

The planned issue will be the
first offering of bonds supported
by a foreign sovereign in Austra-
lia.

RBS’s move could reopen what
has been a dormant market for in-
ternational borrowers, who have
been frozen out of Australia’s deep
and liquid pool of pension savings
by the global financial crisis.

Analysts will watch to see how
investors respond to a foreign-sov-
ereign guarantee, how the pricing
compares with local government-

guaranteed issues, and how much
money RBS raises.

Adding to the interest is RBS’s
status as one of the largest and
most high-profile casualties of the
global crisis, saved from collapse
only by capital injections from the
U.K. government that have given
taxpayers a majority stake.

Price guidance on the notes, to
be offered by the bank’s Austra-
lian branch, is set at around 0.9
percentage point over the rele-
vant swap rate, with the bank ex-
pected to raise at least 500 million
Australian dollars, or around
US$340 million. Pricing was ex-
pected to be done on Friday.

The U.K. bank’s foray into the
Australia debt market using the
U.K. guarantee could pave the way
for others, said Sean Carmody,
head of fixed income at Barclays
Global Investors. He said inves-
tors will examine the underlying
credit, and not just the sovereign
guarantee, but because the U.K.
government is a majority stake-
holder, it may get a positive recep-
tion from fund managers.

“I think it can certainly open
the door for other issues,” though
pricing will be key, while the taste
of diversity will encourage inves-
tors, he said.

As a comparison for the RBS
deal, National Australia Bank Ltd.
said Thursday it raised A$2 billion
through the sale of three-year, gov-
ernment-guaranteed bonds,
priced at 0.60 percentage point
over the relevant swap rate.

RBS’s Australia branch itself re-
cently sold a one-year Australian
government-guaranteed bond
with the same pricing.

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

By Andrew Higgins

RIGA, Latvia—The European
Bank for Reconstruction and Devel-
opment, which was set up as commu-
nism crumbled to help ease former
Soviet bloc countries into capital-
ism, is scrambling to help Eastern
European banks hit by what may be
capitalism’s biggest crisis since the
Great Depression.

Officials from the EBRD were in
Latvia this week to discuss a possi-
ble Œ100 million ($134.9 million) in-
vestment in Parex Banka As, a local
bank that nearly crashed late last
year and is now 85%-owned by this
former Soviet republic’s cash-
strapped government.

Parex reached a deal Thursday
with creditors on the rescheduling
of Œ775 million in syndicated loans,
a burden that helped to trigger the
bank’s near demise, said Martins
Bicevskis, state secretary at Latvia’s
Finance Ministry.

The deal, signed in London, in-
volves an immediate payment of
30%, with a further 40% due next
year and rest to be paid in 2011, said
Mr. Bicevskis. Creditors comprise
some 60 banks in 20 countries.

A deal involving Parex would be
the first time the EBRD has taken an
equity stake in an Eastern European
bank since the global financial storm
swept into the region last year.

The EBRD has in recent months
given Œ250 million in loans to banks
in theregion, including Banca Transil-
vania SA in Romania, Raiffeisen
Bank Aval VAT of Ukraine and Bank
of Georgia in Georgia.

Varel Freeman, EBRD’s first vice
president, said the bank was looking
to fortify Parex and “support the
real sector of Latvia’s economy,”
which is forecast to shrink at least
12% this year.

The EBRD, despite a record loss
in 2008 of Œ602 million, expects to
invest Œ1 billion in Central and East-
ern Europe this year, 50% more than
was planned before the crisis hit. Its
expanded role, however, is unlikely
to calm complaints from some East
European leaders that richer na-
tions aren’t doing enough to help
former communist countries. The
European Union this month rejected
a Hungarian proposal that it set up
an emergency fund for Eastern Eu-
rope of up to Œ190 billion.

Latvia’s Prime Minister Valdis
Dombrovskis, in an interview
Wednesday after talks with the
EBRD, urged the EU as a whole to
take bolder steps akin to those pro-
posed by Hungary.
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By Liz Rappaport

And Jon Hilsenrath

A U.S. program aimed at reviving
consumer lending is stumbling out
of the gate, pressured by distrust on
Wall Street between banks and
hedge funds as well as worries that
the government will keep changing
the rules in its rescue efforts.

The Federal Reserve and Treasury
program, which launched Thursday,
allows hedge funds and other inves-
tors to borrow from the central bank
on favorable terms. Investors in turn
use the cash to buy new securities
backed by auto loans, credit-card
debt and other consumer financing.

The credit crisis has cut off lending
to consumers hoping to buy cars or
borrow on their credit cards because
investors, worried about rising de-
faults, have shunned that debt. The
market for asset-backed securities
backed by this debt has shrunk from
more than $1 trillion in 2006 to just $3
billion during the first two months of
2009, according to Dealogic.

The goal of the program, called
the Term Asset-Backed Securities
Loan Facility, or TALF, is to make it
more attractive to buy this debt and
easier for consumers to get loans
and spend money.

Wall Street firms, after scram-

bling amid late nights and constant
conference calls over the past few
weeks to get investors on board, gen-
erated enough interest for three
deals associated with the program.

In its early stages, the program
has an outer limit of $200 billion, but
that could grow to $1 trillion as the
program is expanded to new asset
classes. The first round of deals will
be a tiny fraction of that, likely total-

ing about $5 billion, and many of the
investors won’t tap the Fed to fund
their purchases of these securities.

“Stillborn would be too harsh,
but it is off to a pretty rough start,”
said Michael Feroli, a J.P. Morgan
economist.

Officials have tempered their ex-
pectations for the launch. But they
anticipate that the program will
gain traction and were encouraged
that three deals were launched to
kick off the program.

“Some positive momentum has
developed over the past couple of
days as investors and primary deal-
ers appear to be working out their
difficulties,” one Fed official said.
“As with any new program, some is-
sues have arisen and are being ad-
dressed.”

“Getting TALF off the ground is a
big step in bringing the credit mar-
kets back to life,” a Treasury spokes-
man said.

A month ago, bankers say, they
thought they would be selling at
least 10 deals in the first round of
the program, including offerings
from World Omni Financial Corp.,
General Motors Acceptance Corp.
and Harley-Davidson Motor Co.
Most of these have been put on hold,
say people familiar with the matter.

The first issuers on tap were Nis-
san Motor Co., Ford Motor Credit
Co. and Huntington National Bank,
which were selling securities
backed by loans to car buyers.

One reason for the slow start is
the outcry over bonuses paid by
American International Group Inc.,
the troubled insurer that received
federal bailout money. Some inves-
tors are concerned that they could
be exposed to a political storm
should they make too much money
from the taxpayer-funded program.

Also hanging over the launch has
been a breakdown of trust between
hedge funds and banks. Banks will
funnel the Fed’s money to hedge
funds, which could be big buyers of
the debt.

Hedge funds are balking at a re-
quirement for them to sign agree-
ments with the banks as well as the
Fed. Some hedge-fund managers fear
the agreements have been written in
a way that could put them on the
hook for losses. They also worry they
may be caught up by a provision in fis-
cal-stimulus legislation that restricts
the use of foreign workers by firms
that accept government money. Inves-
tors are concerned that terms may
keep changing midstream.

“We would like to participate in
the program as long as the terms are
consistent with the original program
guidelines,” said Jonathan Lieber-
man, an executive at Angelo Gordon
& Co., a distressed-debt specialist.

The Fed’s program also is launch-
ing after the market for these securi-
ties has improved in recent weeks,
which could reduce borrowing costs
for consumers.The difference be-
tween the rate on Treasury bonds and
the rate lenders must pay to borrow
against their packaged-up consumer
loans has dropped nearly two percent-
age points since earlier this year.
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EBRD in talks
with Latvia bank
as East seeks aid

Wall Street firms
generated enough
investor interest
for three deals.
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China, India turn wary on trade
Global export slump
casts potential allies
as economic rivals

Investors tiptoe back into Iraq

By Evan Ramstad

And SungHa Park

SEOUL—North Korean soldiers
detained or arrested two American
journalists who were working on
the river border between China and
North Korea on Tuesday, the U.S.
State Department said Thursday.

The journalists were identified
by people familiar with their plans
as Laura Ling and Euna Lee of San
Francisco-based Current TV LLC.
The two women had been inter-
viewing North Korean refugees
with two men in the border towns
since Saturday. The network, co-
founded by former U.S. Vice Presi-
dent Al Gore, is distributed on ca-
ble and satellite systems in the U.S.
and United Kingdom.

North Korea has long criticized
journalists who approach the bor-
der area but it has never detained
U.S. reporters.

The episode comes during a time
of tensions between North Korea
and the U.S., which have risen in re-
cent weeks as the North prepares to
launch what it calls a satellite-carry-
ing rocket but is widely believed to
be a long-range missile capable of
reaching the continental U.S. Lead-
ers of the U.S., Japan, South Korea,
China and Russia have urged North
Korea not to proceed with the rocket
launch. Pyongyang announced last
week that it plans to launch the
rocket sometime from April 4 to
April 8.

The journalists were believed to
be filming in or near the shallow
river that separates the two coun-
tries when soldiers that guard the
North Korean border took them.
However, details were uncertain.

A spokesman at the U.S. State De-
partment in Washington said U.S. of-
ficials were working with Chinese
police and diplomats to ascertain
precisely what happened. In Beijing,
a spokesman for the Foreign Minis-
try said China is investigating.

U.S. diplomats have also been in
contact with Swedish and British
diplomats in Pyongyang, the North
Korean capital, a person familiar
with the situation said.

The Current TV journalists ar-
ranged their interviews in the bor-
der area with the assistance of a mis-
sionary service, Durihana Inc.,
which runs relief operations in
northeastern China for North Kore-
ans who flee and make their way to
South Korea and other countries.

Chun Ki-won, who leads the ser-
vice, said he talked by phone with
the group daily, including Tuesday
morning. In that last call, he said the
reporters told him they had finished
their work in the city of Yanjin, on
the east side of the Chinese-North
Korean border, and were heading to
Dandong, the city on the western
edge of the border.

“I don’t think North Korean sol-
diers crossed the border and ar-
rested them in China. It’s realisti-
cally difficult,” said Mr. Chun, who
spent eight months in a Chinese
jail in 2002 for helping North Ko-
rean defectors.

The journalists work for the Van-
guard documentary series on Cur-
rent TV, a cable and Web-based TV
service that began in 2005 and uses
contributions from viewers as well
as its own reporting teams.

Ms. Ling is vice president of the
show, according to a news release
the network issued earlier this year.
Ms. Lee is an editor, according to its
Web site.

By Peter Wonacott

NEW DELHI—Spats over toys,
tires and iron ore are stoking tension
between China and India, as the two
Asian giants try to pry open each oth-
er’s markets and soften the impact
of the global economic slowdown.

China’s exporters covet a grow-
ing India to help offset slowing de-
mand from the U.S. Yet India is accus-
ing Chinese companies of swamping
its market with what it can’t sell else-
where, and has lodged antidumping
cases against China at the World
Trade Organization. The trade dis-
putes are testing efforts to improve
what’s long been a prickly relation-
ship between the two neighbors.

“We’ve always said the world is
large enough for India and China,
but we have a problem with a surge
in exports that hurts Indian indus-
try,” said Indian commerce secre-
tary, Gopal K. Pillai, in an interview.
“It’s a cause for worry.”

On Thursday, officials from In-
dian and Chinese commerce minis-
tries met in New Delhi to find com-
mon ground. The two governments
agreed to set up a working group
that would meet every few months
on trade issues before they reach
the WTO. Zhong Shan, China’s vice
trade minister, said Beijing wasn’t
considering retaliating against In-
dia, but didn’t rule out taking future
action at the WTO.

“I believe both countries have
the ability to talk through prob-
lems,” he told reporters. “Both econ-
omies can work out of the shadows
of the current crisis together.”

The two nations often have touted
their potential to join forces. Their
growing economic heft and develop-
ing-country status could make them
allies in setting prices for natural re-
sources, partners at trade forums
and big buyers of each other’s goods,
officials from both countries say.

China is India’s largest trade part-
ner. Bilateral trade jumped 34% to
$51.78 billion in 2008 from the year
earlier, according to Chinese govern-
ment statistics.

While trade has flourished, fric-
tions haven’t eased much—and
might be getting worse. Recent dis-
putes highlight how tough times
have hardened the economic rivalry.

Earlier this year, India blocked
Chinese toy imports for safety rea-
sons before relaxing the ban for cer-
tain products. On Wednesday, China
raised India’s toy ban during a WTO
discussion on technical barriers to
trade. India has about a dozen anti-
dumping cases against China out-
standing at the WTO, including in-
vestigations into export surges of
truck tires and industrial chemicals.

The disputes partly reflect the
jostling of Goliaths in a slowing glo-
bal economy. India appears more re-
luctant than China to opening do-
mestic industries that haven’t faced
much foreign competition, accord-
ing to Pranab K. Bardhan, an econo-
mist at the University of California,
Berkeley who studies the Chinese
and Indian economies. “India is
among the least globalized coun-
tries in the world,” he says.

In recent months, India’s relative
insulation from the world economy
has probably saved it from a big
slowdown. India’s exports in Janu-
ary slumped 16% from a year earlier,
but overseas sales make up only
about one-fifth of its gross domestic
product. India’s economy is ex-
pected to expand 5.1% in 2009, from
a 7.3% clip last year, according to the
International Monetary Fund.

By contrast, China’s exports ac-
count for more than one-third of its
economic output, and the decline
has been sharper. In February, Chi-

na’s exports fell 26% from a year
ago. The IMF projects China’s econ-
omy will grow 6.7% this year, off
from the 9% growth the year before.

As Chinese exports slow and fac-
tory jobs disappear, Beijing has
come under pressure to combat
signs of foreign protectionism. In-
dia may not generate the same de-
mand as the U.S., but its barriers to a
big and growing market are cause
for concern, says Wen Fude of the In-
stitute of South Asian Studies at Si-
chuan University.

“Most of these trade frictions cre-
ated by India towards China are un-
reasonable,” he says.

Indian officials counter that while
China talks about free trade, what it
practices is something different. Mr.
Pillai, the commerce secretary, says
Beijing subsidizes exporters, ob-
structs Indian farm imports and sup-
ports Chinese companies who prey
upon vulnerable Indian industries.

In recent months, China’s state-
owned chemical makers have
steered excess capacity to India at
nominal prices, he says, while block-
ing India’s farm exports with safety
tests that have stretched on for
years. Mr. Pillai adds that cheap Chi-
nese imports of penicillin destroyed
Indian competitors in the 1990s, af-
ter which China raised its prices.

“The fundamental problem is
that China isn’t a market economy,”
he says. A plaque at the commerce
ministry entrance draws a clear dis-
tinction with its neighbor. “India:
Fastest Growing Free Market De-
mocracy,” it says.

Even in complementary trade ar-

eas, there have been problems. In-
dian trading companies have com-
plained that Chinese steelmakers
have backed away from orders of In-
dian iron ore after reducing produc-
tion, causing major losses.

Some see the potential for China
and India to work through their dif-
ferences by doing more business to-
gether. Having been through an in-
frastructure boom of its own, China
could help India’s build-out of
roads, bridges and airports, accord-
ing to Anil Gupta, a professor at Uni-
versity of Maryland and co-author
of “Getting China and India Right.”

Chinese companies would bring
affordable equipment and construc-
tion expertise to India, he says,
while Indian partners could raise
money for projects and navigate the
nation’s bureaucracy. India’s Larsen
& Toubro Ltd. and Shanghai Urban
Construction (Group) Corp. are
building part of the Delhi Metro sub-
way project together. “It’s a massive
opportunity,” says Mr. Gupta.

Chinese executives who are do-
ing business in India complain that
distrust remains part of the commer-
cial relationship. The two countries
fought a 1962 border war, which In-
dia lost, and some of the territory be-
tween them remains unsettled. Chi-
nese investments also have been
subjected to rigorous security re-
views; work visas have been a prob-
lem for some executives.

“So many Chinese want to come
to India, but then they find out how
difficult it is to do business,” says
Andy Wang, a Chinese executive who
has worked in New Delhi for several
years. “If this continues, India will re-
ceive less interest and investment.”

Mr. Pillai says out of 38 propos-
als, only two Chinese projects have
been rejected on security grounds;
thousands of Chinese work in India
without visa problems, he adds.

India and China still are far from
forging a broad economic alliance
that some officials envision. Despite
both countries clashing with the
U.S. on farm imports at the Doha
Round of trade talks, they continue
to compete fiercely—for export mar-
kets, energy assets and investment
projects. “Cooperation hasn’t really
worked,” Mr. Pillai says.
 —Vibhuti Agarwal in New Delhi

and Sue Feng in Beijing
contributed to this article.

By Gina Chon

BAGHDAD—Amid the global
downturn, a number of intrepid in-
vestors are dipping their toes into
the waters of an unlikely haven: Iraq.

Energy investors have long been
sounding out opportunities in the oil-
rich country. But as security here con-
tinues to improve, nonoil investors
are giving Iraq a first serious look.

While real-estate development
and construction projects are falter-
ing across the globe, Iraq is just start-
ing its massive rebuilding effort. Infra-
structure overhauls alone could offer
$300 billion in contracts, according
to some estimates. Investors are fo-
cusing on agriculture and the indus-
trial base, such as cement factories,
steel factories and power plants. And
Iraq’s 30 million or so residents, many
of whom are well-educated, make for
a promising consumer market.

Fairfax I.S. PLC, a private-equity
outfit based in London, is raising up
to $1 billion for a fund aimed at the

Iraqi industrial, agriculture and
communications sectors. The com-
pany has offices in nearby Dubai and
Abu Dhabi, and says its fund man-
agers have identified 44 projects re-
quiring some $4.5 billion in invest-
ment. Among the possibilities: a
$720 million recycling plant and an
$11 million chicken slaughterhouse.

Fairfax Managing Director Rich-
ard Blakesley says his company is
spending more time looking at Iraq
in part because the global financial
crisis has made other opportunities
look riskier than they did in the past.

“There is plenty of money left in
the Gulf, and what’s more risky now—
investing in real estate in Dubai or in-
vesting in industrial development in
Iraq?” says Mr. Blakesley.

Iraqi government officials have
been trying to woo foreign investors
since shortly after the U.S.-led inva-
sion of the country in 2003. But the
chaotic aftermath, with a bloody in-
surgency and the sectarian strife that
followed, scared most people off.

Violence has dropped off dramat-
ically in the past year. So has the
price of crude, the engine of Iraq’s
economy. Oil receipts make up some
90% of government revenue.

The oil-price carnage has a silver
lining for foreign investors: It’s forc-
ing government officials to come up
with new ways to attract cash.
Thamir Ghadhban, a former oil min-
ister who now serves as Prime Minis-
ter Nouri al-Maliki’s point man on
foreign investment, says the govern-
ment is considering changing laws
to attract foreign investors, includ-
ing streamlining rules for acquiring
land for investment projects.

Byram Javat, chairman of Dubai-
based Uniworld FZE, established an
office in Iraq in 2004 but pulled out
in 2006 as the security situation de-
teriorated. Uniworld owns compa-
nies that make blast walls and build
hotels, among other ventures.

Mr. Javat says he’s considering go-
ing back to Iraq this year if the politi-
cal situation continues to stabilize

and security continues to improve.
He is interested in eventually setting
up factories to produce medical
equipment, build water-treatment
plants and other opportunities.

“Iraq is very attractive because
they need everything,” says Mr. Ja-
vat. “So it’s virgin territory.”
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Kicking the tires
Non-oil investors are taking their 
first serious look at Iraq, amid 
dimming prospects almost 
everywhere else in the world. 
Foreign direct investment: 

Source: U.N. Conference on Trade and Development
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Fed’s action boosts banks,
but exporters’ shares drop
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China defends Huiyuan ruling
Killed Coke pact
prompts questions
on deals in pipeline
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By V. Phani Kumar

And Rosalind Mathieson

Asian banking shares mostly
rose on the U.S. Federal Reserve’s
plan to buy Treasurys, but exporters
were hurt by the dollar’s weakening
against Asian currencies.

The advances by banking shares
reflected expectations of further im-

provement in the
U.S. financial sys-
tem following the
Fed’s announce-
ment. National Aus-

tralia Bank rose 1.6%, and Singapore’s
DBS Group Holdings rose 4.2%.
HSBC Holdings fell 2.8% in Hong
Kong as investors pocketed profits
after seven straight sessions of ad-
vances.

South Korean and Japanese ex-
porter shares were hurt on concerns
that strengthin their domestic curren-
cies would hurt export competitive-
ness. Hyundai Motor fell 4.6% and
LG Electronics declined 5.4% in
Seoul.

Japan’s Nikkei Stock Average of
225 companies fell 0.3% to 7945.96
after rising more than 10% in the pre-

vious four sessions. The market will
be closed Friday for the Vernal Equi-
nox holiday.

Among banks, Mitsubishi UFJ Fi-
nancial Group rose 2.3% and Sumit-
omo Mitsui Financial Group rose
5.4%.

Export decliners included Toy-
ota Motor, which gave up 2.1%, and
Honda Motor, down 3%. Casio Com-
puter shares fell 14% after the com-
pany said it expected a net loss for
the fiscal year ending in March.

In Australia, the S&P/ASX 200
rose 1% to 3480.20. Gold miners
rose, even as the price of the metal
pulled back in Asian trading hours.
Both Newcrest Mining and Lihir
Gold added 5.5%.

In mainland China, the Shanghai
Composite Index climbed 1.9% to
2265.76, its fourth consecutive rise.
Optimism over China’s economic out-
look drove up cyclical stocks such as
mining and shipping companies. Zijin
Mining Group rose 4.8%, and China
Cosco Holdings advanced 5.4%.

In Hong Kong, China Huiyuan
Juice Group plunged 42% a day af-
ter Beijing rejected Coca-Cola’s
$2.4 billion bid for the juice maker.

A day after Beijing’s decision to
quash Coca-Cola Co.’s $2.4 billion
takeover of China Huiyuan Juice
Group Ltd., Chinese officials coun-
tered charges that the deal’s rejec-
tion was on protectionist grounds.

Based on facts and a full investi-
gation, “an objective ruling” was
made in strict accordance to China’s
antimonopoly law and done with-
out outside interference, Com-
merce Ministry spokesman Yao Jian
said.

“China, as always, proposes to ac-
tively attract foreign investment…
and will create good conditions for
investors from abroad to start oper-
ations in China,” Mr. Yao said.

The ruling raises questions
about the prospects for other deals.
The top executive at Taiwan’s Uni-
President Enterprises Corp., which
is awaiting regulatory approval to
lift his company’s small stake in
northern China’s Yantai North An-
dre Juice Co. to about 15% with a
US$23 million investment, last
month voiced concern that acquisi-
tions in the food business have be-
come more difficult due to concerns
about food security.

Asahi Breweries Ltd., however,
said Thursday it doesn’t anticipate
problems obtaining regulator ap-
proval to complete its deal to buy a
US$667 million chunk of Chinese
beer maker Tsingtao Brewery Co.
from rival Anheuser-Busch InBev.
“We’re taking only a 19.9% stake,
not 100%,” said a spokeswoman for
the Japanese company.

The ruling is also bad news for
Chinese entrepreneurs hoping to
cash out to foreign strategic inves-
tors. Huiyuan’s stock plunged 42%
Thursday in Hong Kong to close at
4.80 Hong Kong dollars (62 U.S.
cents). That means that, on paper,
Huiyuan founder Zhu Xinli, who
owns 36% of the company, person-
ally lost about US$500 million be-
cause of the deal’s failure.

Lawyers said the decision could
set a precedent for a broad applica-
tion of the antimonopoly law. The
law grants the Commerce Ministry
sway over offshore deals, which is
especially important in cases such
as Huiyuan’s, where the company is

registered and listed offshore, giv-
ing government officials little con-
trol over a takeover through other
means.

Chinese companies prefer set-
ting up offshore entities because it
makes initial public offerings on for-
eign stock exchanges and other fi-
nancing transactions possible with
less red tape, but the Commerce
Ministry has been trying to rein in
their use through regulatory
changes.

Global law firm Allen & Overy
LLP, which wasn’t involved in the
deal, said in a note that it appeared
the ruling against the Huiyuan deal
didn’t have “a solid competition-
law basis.” It added that the deci-
sion would “serve as a warning to
foreign investors” that China can
use its antimonopoly law to impose
heavy conditions on acquisitions, or
even effectively prohibit them, “par-
ticularly where there are concerns
about losses of leading Chinese
brands.”

It is an “unwritten rule” that for-
eign companies are “not permitted
under any circumstances” to buy a
majority interest in a large and suc-
cessful established Chinese com-
pany, said Steven M. Dickenson, a
Beijing-based attorney with U.S.
law firm Harris & Moure PLLC. The
Commerce Ministry’s decision
Wednesday to reject Coke’s bid for
Huiyuan “made brutally public
what has always been the rule,” he
said.

Chinese officials have welcomed
foreign investment in a variety of
sectors, preferring minority stakes
in growing private companies need-
ing capital or in state enterprises
needing retooling. The government
hasn’t allowed takeovers of big com-
panies, which to date have mostly
been state-owned. Huiyuan is one of
the biggest private companies, mak-
ing it a test case.

Bankers said high-profile deals
are almost always high-risk in
China because competitors with
strong domestic political connec-
tions will weigh in against foreign
takeovers.

In the Coke deal, competitors
voiced opposition publicly and in
meetings with the Commerce Minis-
try. Soft-drink maker Hangzhou Wa-
haha Group Co. framed its concern
in terms of the possible loss of a na-
tional brand. But as suggested by
Huiyuan’s stock price, no Chinese
buyer is seen waiting in the wings,
and the ruling makes it unlikely that
an alternate foreign buyer, such as
Coke rival PepsiCo Inc., would be
able to make an acquisition.

Gripes from industry competitors
helped sink a 2005 China deal. U.S.
private-equity firm Carlyle Group
signed an agreement to take an 85%
stake in Chinese construction-equip-
ment maker Xugong Group for
US$375 million. A rival firm’s execu-
tive stoked nationalist sentiment
against the deal. Even though Carlyle
and Xugong revised the terms to pla-
cate regulators, the investment was
never approved, and the deal was
abandoned last June.

The Commerce Ministry—weak-
ened by a corruption scandal last
year involving top officials—is also
keeping an eye on how its decisions
will be perceived among the public
in a nation that is wary of foreign in-
vestment, a former senior ministry
official said. The official said the
public was almost uniformly against
Coke’s investment, which made it
nearly impossible for the ministry
to approve it. Foreign investors gen-
erally “should be concerned, and
they should worry about increasing
protectionism and nationalism,” he
said.
 —J.R. Wu in Beijing, Miho Inada in

Tokyo and Ting-I Tsai in Taipei
contributed to this article.
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All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Rick Carew in Hong Kong
and James T. Areddy and
Gordon Fairclough in Shanghai

Zhu Xinli, chairman of Huiyuan Juice

Source: Thomson Reuters
Photo: Agence France-Presse

China Huiyuan Juice
Thursday’s close: HK$4.80, down 42%
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Pepper . . . and Salt

n Vitali Klitschko defends his heavy-
weight title Saturday night, but one
fighter he’ll never face is his brother
Wladimir, Gordon Marino writes.

THE WALL STREET JOURNAL

“Credit card, debit card, or
electronic transfer?”

N
ew York’s energetic former
governor, Eliot Spitzer, was
chatting Wednesday morn-
ing with Brian Lehrer of
WNYC radio. With AIG serv-

ing as this week’s bulls-eye, it was inevita-

ble that an interviewer would find his
way to Mr. Spitzer, who as New York At-
torney General famously took a legal
wrecking ball to the insurer.

When Mr. Lehrer noted that these col-
umns “went after” Mr. Spitzer’s han-
dling of the case, the former governor of
New York, as is his wont, went off on us.

“The Journal Editorial Page has been
wrong on just about every issue out
there and I hope nobody relies upon
them to make important life decisions.”

There was more: “The Wall Street
Journal Editorial Page, I think everyone
should keep in mind, speaks to an ideol-
ogy that is precisely the ideology of that

last 10 years that got us to where we are.
Never wanting a regulatory framework
that would require either adequate capi-
tal, reasonable controls or an examina-
tion of the types of remarkably outsized
risks that we are talking about. So you
have a clear ideological choice to be
made here. Either The Wall Street Jour-
nal Editorial Page or the one that I think
we are all now gravitating towards which
is sound, reasonable regulation.”

It is good to see Mr. Spitzer back in
form. We plan to take his view that we
have been wrong on everything for 10
years as, in its own peculiar way, a vote
of confidence.

O
ld bogeymen die hard, as poli-
ticians’ continued obsession
with hedge funds goes to
show. British regulators this
week proposed bringing

hedge funds under the same supervi-
sion as banks. European
leaders are expected to
push for greater scrutiny of
the funds at next month’s
G-20 meeting.

Still unexplained, how-
ever, is what exactly hedge
funds did to deserve all this attention.
The funds have lost a lot of money during
the financial crisis, and many have had to
close up shop. But this crisis was not of
their making.

According to Britain’s Financial Ser-
vices Authority, the very agency that

called Wednesday for hedge-fund regula-
tion, those funds typically are leveraged
by no more than two or three times the as-
sets they manage. Compare that with le-
verage ratios of at least 20 for many of
the banks that are now floundering, and

ratios as high as 40 for
some European banks. The
hedge funds that were at
the center of the financial
storm were those run by
highly regulated banks like
Bear Stearns.

The best explanation that Lord Adair
Turner, head of the FSA, could muster for
hedge funds’ supposed “systemic risk”
was that they sold a lot of shares once
other financial institutions started the
crisis. “The simultaneous attempt by
many hedge funds to deleverage and

meet investor redemptions may well
have played an important role over the
last six months in depressing securities
prices in a self-fulfilling cycle,” Lord
Turner said.

It may be true that hedge funds’ sell-
ing into a downturn, losing a lot of their
own money along the way, helped to pro-
long the markets’ slide. But the bigger
culprit has been the incoherent and at
times panic-inducing response to the fi-
nancial meltdown from governments, in-
cluding Britain’s, as well as the Bush and
now Obama Administrations in the U.S.

And government failings are precisely
why hedge funds are back under the ra-
dar. The British government’s scapegoat-
ing of hedge funds is part of a larger at-
tempt to exculpate itself for its own role
in the crisis, including the unwieldy and

ineffective “tripartite” system that Prime
Minister Gordon Brown devised back
when he was in charge of the Treasury. In
Germany, which along with France has
called for EU-wide regulation of hedge
funds, there’s a political incentive to dis-
tract taxpayers’ attention from the huge
losses racked up by state-owned banks.

In the dim ages of the past—that is,
three or four years ago—hedge funds
were reviled in Berlin and Paris for their
unwanted activism as shareholders in re-
vered companies. They pushed out man-
agers at firms like Deutsche Börse, to the
chagrin of executives and politicians alike.
The financial crisis now gives govern-
ments a new excuse to rail against them.

The banking failure has exposed real
flaws in supervisory systems. There’s
precious little time or political capital to
waste on trying to smoke out those who
didn’t start the fire.

T
he AIG Beltway bonfire contin-
ued Wednesday with the spec-
tacle of Ed Liddy, AIG’s govern-
ment-appointed CEO, endur-
ing the wrath of Congress for

embarrassing the Members with post-
bailout bonuses. We now have a political
panic ignited by President Barack Obama
himself that is threatening his attempts
to revive the financial system and under-
mining confidence in his leadership. This
is no way to promote economic recovery.

As recently as Sunday, White House
economist Larry Summers was saying the
bonuses were regrettable but there wasn’t
much that could be done to stop them. “We
are a country of law. There are contracts.
The government cannot just abrogate con-
tracts,” he said, with great good sense. As-
sorted Congressmen then did what comes
naturally, which is declare their mock out-
rage. Rather than keep his legendary cool,
Mr. Obama and the White House panicked
as well and joined the braying pack.

Speaking Monday of the $165 million
paid to members of AIG’s Financial Prod-
ucts division, the President asked, “How
do they justify this outrage to the taxpay-
ers who are keeping this company afloat?”
Treasury Secretary Tim Geithner, who had
knownabout the bonuses, was also trotted
out to express his “outrage” and declare
that Treasury would somehow try to claw
back the bonuses. By shouting “greed” in a
crowded and panicky Washington, they
thus gave license to everyone in the media

and Capitol Hill to see who could claim to
be most shocked and appalled at AIG.

We’ve now got a full-fledged mob on
our hands, with Congress looking to string
up bankers in whatever bunker they can be
found. Senators Chuck Grassley and Max
Baucus want to double the current income
tax on these bonuses, to 70% from 35%.
Congresswoman CarolynMa-
loney,theDemocratfromsilk-
stocking Manhattan, wants
to tax it all—at 100%.

Senator Chris Dodd, down
in the 2010 election polls af-
ter his sweetheart Country-
wide mortgages, is busy re-
writing the TARP compensation limits he
only recently stuck in the stimulus bill. His
last-minute measure explicitly exempted
from compensation limits bonuses agreed
to prior to the passage of the stimulus bill:
“The prohibition required under clause (i)
shall not be construed to prohibit any bo-
nus payment required to be paid pursuant
to a written employment contract exe-
cuted on or before February 11, 2009 . . .”
So Senator Hedge Fund is suddenly mor-
phing into Huey Long to save his career.

This is all too much even for Rep. Char-
lie Rangel, the House’s chief tax writer,
who says the tax code shouldn’t be de-
ployed as a “political weapon.” He’s right.
AIG’s managers may be this week’s politi-
cal target of choice, but the message to ev-
ery banker in America, indeed every busi-
ness in America, is that you could be next.

At least we haven’t yet seen the resolu-
tion that was proposed in the English Par-
liament, in 1720 in the aftermath of the
South Sea bubble, that bankers be tied in
sacks filled with snakes and tipped into
the Thames. But it’s still early days.

Oneconsequencewill bethat bankexec-
utives will try to repay Troubled Asset Re-

lief Program, or TARP,
money as rapidly as possible.
The political punishment for
acceptingpublic moneyis be-
cominghigher thanthe bene-
fits of thecapitalcushion. Ac-
cording toWells Fargo Chair-
man Richard Kovacevich, “If

we were not forced to take the TARP
money, we would have been able to raise
private capital.” On Tuesday, Bank of
America CEO Ken Lewis joined the rush for
the TARP exits, saying he hoped to pay
back the $45 billion BofA has received by
2010. It’s hard to argue with the sentiment.

For the banking system, however, this
is the wrong time to be shedding capital.
The main point of the TARP was to back-
stop the financial system against systemic
failure. Treasury botched the rollout and
the execution, but with the economy still
in recession and housing prices still fall-
ing, banking losses will surely grow. Mr.
Geithner has projected the need for more
than $1 trillion more in public capital, and
the FDIC has asked Congress to increase
its credit line to as much as $500 billion.

If we’re lucky, banks will be able to use

today’s steep yield curve to earn their way
out of this mess, but no one can be sure
and before this is over the FDIC and Trea-
sury will need more public capital to pro-
tect depositors of failed institutions. The
last thing we need is for this political panic
to recreate the circumstances for another
financial panic like the one we had last fall.

The Beltway’s banker baiting seems
to increase in direct proportion to the
government’s incompetence in nurtur-
ing a financial recovery. Anger rises
when Americans learn after three bail-
out revisions that the AIG nationaliza-
tion was a conduit to save counterpar-
ties, and even hedge funds, that gambled
on housing. Americans also wonder why
taxpayer guarantees should be provided
to Citigroup, a three-time loser, but with
little accountability for the board and
managers who brought the company low.

Revivingafinancial systemisa longpro-
cess that requires a combination of capital
support, workout ability and discipline for
mistakes. The public has to believe the end
resultwill beabetter,sturdiersystem inre-
turn for taxpayer support, while at the
same time being assured that gamblers
aren’t saved from their own mistakes.

If this balance is beyond the Obama
economic team’s ability, he needs a bet-
ter team. The worst mistake would be to
deflect attention away from government
mistakes by attacking the very bankers
he needs to lead a recovery. That’s how a
deep recession becomes a Depression.
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UBS loses another veteran,
this time to Rothschild

Queen’s Walk persuades
sellers to buy back ABS

By Matt Turner

Banks’ reluctance to lend to the
U.K.’s collapsed commercial-real-es-
tate sector has grown to new levels.
Just one-quarter of property lenders
in a survey are open to new business
in the area, and none of them is mak-
ing loans to deals worth more than
£50 million ($71.4 million).

According to a survey of 83 lend-
ers by property consultant Cushman
& Wakefield, 14% said they were only
lending to existing clients. At the
same time, 59% of those surveyed
said they were completely closed to
business, double the proportion a
year ago, when only 28% said they
were closed and more than half were
open to both new and existing busi-
ness.

Commercial-property lending
has, like residential lending, dropped
off dramatically this year as banks fo-
cus on repairing their own balance
sheets and lend to only the most trust-
worthy borrowers.

This year’s survey found that of
the 22 lenders willing to commit new
funds, many had caveats regarding
how much and to whom they would
lend. Conditions included the devel-
oper having a proven track record
with a pipeline of deals or having a
minimum net worth.

The lack of desire to lend to the
property market has exacerbated the
problems in the industry as few buy-
ers are able to finance proposed
deals. As a result, the combined value
of buildings sold globally over the
year has collapsed. In 2008, those
deals were worth £435 billion, com-

pared to £1.05 trillion a year earlier.
According to the survey, of the 22

lenders to new borrowers, half pre-
ferred deals involving lot sizes of less
than £20 million, with the rest able to
finance deals as much £50 million.
Last year, 10 lenders told Cushman &
Wakefield that they could underwrite
above £200 million in debt, and 12
said they could underwrite as much
as £100 million.

In addition to the decline in the
number of lenders, loan-to-value ra-
tios have also fallen, demonstrating
that banks are demanding less risk in
acquisitions. According to the survey,
the ratios in the U.K. are 60% to 70%,
down from 80% to 85% before the
credit crunch. In Western Europe, the
fall was even more pronounced, with
ratios at 50% to 60%, down from 85%
to 90%.

The findings echo information
from rival property consultant
Savills released earlier this month,

which found that only 12 lenders
would consider deals above £25 mil-
lion in the U.K.’s commercial-prop-
erty market. Of these 12, eight were
German banks, with only two U.K.
lenders in the list.

“Swathes of the property market
are unfinanceable due to perceived in-
secure cash flows,” said William New-
som, head of Savills U.K. valuation.
“For lenders with liquidity (of whom
a large number do exist) there are
good returns to be made from lending
secured against good quality assets.”

U.K. property frightens
Survey of lenders
shows them avoiding
commercial deals

www.efinancialnews.com
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By David Walker

The listed vehicle of London
hedge-fund manager Cheyne Capi-
tal posted a Œ20.6 million (£19.3 mil-
lion) net loss in the final quarter of
last year after writing down the
value of its investments in asset-
backed securities, an investment
class tarnished by the problems it
has caused in the credit crisis.

Queen’s Walk Investment Ltd.
wrote down the value of its asset-
backed loans by Œ24.1 million in the
final three months of 2008, accord-
ing to results released Wednesday.
Its net loss in the previous quarter
was Œ37.7 million, on writedowns of
Œ42.1 million.

However, Queen’s Walk has re-
cently lightened its load by convinc-
ing sellers of U.K. mortgage-backed
securities worth Œ700 million to buy
them back. Queen’s Walk believes
salesmen misrepresented facets of
those securities to the fund. As an ex-
ample, Queen’s Walk said a per-
ceived misrepresentation may in-
volve loans whose documentation
was filled out falsely by the parties
taking out the loans.

Stuart Fiertz, co-founder of
Cheyne Capital, said Queen’s Walk
hadn’t taken any legal action to
force repurchase and described the
discussions with salespeople about
buying back loans as “very construc-

tive and grown-up.” He added that
discussions about buying back loans
were just beginning.

Javier Herranz, a researcher at in-
vestment consultant Clontarf Capi-
tal, said it isn’t uncommon for hedge
funds to try to get banks and origina-
tors to buy back instruments. But it is
rare for funds to actually succeed.

The fair value on the fund’s U.K.
mortgage portfolio more than
halved to Œ6.3 million in Dec. 31,
from Œ12.8 million on Sept. 30. The
group predicted that the mark-to-
market value of its investment-
grade bond portfolio will likely re-
main volatile as the pressure to sell
remains high in those markets.

Shamez Alibhai, a manager at
Queen’s Walk, said prices of some in-
struments were well out of kilter
with their historic values. The fund
bought about Œ6.7 million of invest-
ment-grade tranches of bonds that
hold various mortgages in the final
five months of last year. These
tranches yielded 20%. In more nor-
mal markets, Queen’s Walk said, tri-
ple-A-rated bonds backed by U.K.
mortgages with adverse credit histo-
ries yielded about 5.2%.

Mr. Alibhai said he expects eco-
nomic conditions in the U.K. and Eu-
rope to worsen. However, stimulus
packages aimed at revitalizing lend-
ing could help borrowers to pay back
some loans Queen’s Walk owns.

By Liam Vaughan

Investment bank Rothschild has
hired a senior UBS AG banker in Ger-
many, another high-level departure
from the Swiss bank as it struggles
with internal instability, wide-
spread job cuts and a curb on bo-
nuses.

Martin Reitz has been named
head of investment banking for Ger-
many, Austria and Switzerland at
Rothschild. He will assume the role
on Aug. 1, according to Rothschild.

He was previously co-head of Ger-
man investment banking at UBS
alongside Mark Pohlmann, who will
now be sole head.

Mr. Reitz will lead the German
business at Rothschild together
with Hans Lotter and Dirk Pahlke, co-
heads of mergers and acquisitions,
and Heinrich Kerstienco-head of Eu-
ropean debt advisory.

At UBS, Mr. Reitz advised large
German industrial companies in-
cluding Volkswagen AG, Bayer AG
and BASF AG as well as a range of pri-
vate-equity houses including Per-
mira, Apax Partners LLP, BC Part-
ners and HG Capital.

Several other senior UBS bank-
ers who have left this year, including
former Chairman Peter Kurer and
former Chief Executive Marcel
Rohner.

Earlier this week it was an-
nounced that two senior natural-re-
sources bankers in the U.S. had
joined rival Deutsche Bank. Dan
Ward was formerly a managing di-
rector at UBS and will be based in
New York, and Sten Gustafson, who
was global head of oilfield services
at UBS, will work in Houston.

They follow Tom Cooper, the
former head of European M&A at
UBS, who was named co-chairman
of global M&A at Deutsche Bank ear-
lier this month.

Mr. Cooper, who will report to
Deutsche Bank’s co-heads of global
M&A, Henrik Aslaksen and Brett
Olsher , had been the head of Euro-
pean M&A at the Swiss bank and
worked on British Airways’ bid to
merge with Spanish airline Iberia.
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The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.

Simon Havers Chairman, BVCA and Managing
Director, Baird Capital Partners Europe

Join leaders from the worlds of private equity, politics, institutional
investment, corporate business and regulation for an essential day
of thought-leadership, debate and networking.

14 October 2009, The Hilton, London

View the full agenda and book your place at
www.bvcasummit.com
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