
UNDER THE GUN: Ferenc Gyurcsány has seen his standing decline for months as his country sinks into
further economic turmoil. Page 32.

By Liam Pleven

And Sudeep Reddy

The U.S. bailout of insur-
ance giant American Interna-
tional Group Inc., designed to
help stabilize financial mar-
kets, is roiling another corner
of the corporate world.

AIG’s competitors claim
the insurer’s federal lifeline is
unfairly tilting the commer-
cial-insurance playing field.
And they are pressing federal
officials to crack down.

In a meeting March 4 at
the St. Regis Hotel in Washing-
ton, some of AIG’s biggest

competitors complained di-
rectly to Federal Reserve
Chairman Ben Bernanke,
AIG’s top government over-
seer. They urged him to pre-
vent AIG from using the gov-
ernment rescue to win an ad-
vantage, particularly by cut-
ting prices. Mr. Bernanke said
he would look into the com-
plaints, according to people fa-
miliar with the meeting.

In the six months since the
government stepped in, AIG
at times has slashed insur-
ance prices—by more than
30% in some cases—to fend
off rivals and to keep or win
contracts, according to public
documents, insurance buyers,
executives and others in the
industry. This tack has helped
AIG insure customers ranging
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and Stephen Fidler

FRANKFURT—The presi-
dent of the European Central
Bank said Europe doesn’t
need to boost spending more
to combat the global financial
crisis, throwing the bank’s
weight behind Europe’s gov-
ernments in their battle with
the U.S. over how to over-
come the worst reces-
sion in a generation.

In an interview
with The Wall Street
Journal, Jean-Claude
Trichet said that in-
stead of pushing new
measures, govern-
ments around the
world should move
faster on what
they’ve already an-
nounced—referring
in part to delays and
difficulties in the U.S.
government’s rescue of its
troubled banks.

Europe and the U.S. should
“now, as efficiently and rapidly
as possible, do what has been
decided,” said Mr. Trichet,
chief of monetary policy for an
economy second in size only to
the U.S. “Nothing will really
work until the financial sector
is back on track and ready to
lend on a sustainable basis. I
would say exactly the same
with the budget. Decisions
have been taken; they are very
important. Let’s do it! Quick im-
plementation, quick disburse-
ment is what is needed.”

The U.S. has hoped to
press global governments to
pass stimulus packages simi-
lar in scale to its $787 billion
plan at a meeting of the Group
of 20 leading economies in
London on April 2. European
leaders, who have pledged
less than half the U.S. amount,
have rebuffed that notion,
most recently and directly 10
days ago when finance minis-

ters including U.S.
Treasury Secretary
Timothy Geithner
met to prepare for
the summit.

Mr. Trichet’s com-
ments siding with Eu-
ropean governments
are particularly sig-
nificant because he
has, at times, been a
stern critic of their
fiscal and other poli-
cies. He also is a
fierce guardian of

the bank’s political indepen-
dence, and has periodically re-
buffed the governments’ calls
for the bank to do more itself
to spur growth.

With forecasts saying the
global economy will contract
this year for the first time in
six decades, governments
from China to Britain have un-
veiled huge spending plans.
But the Obama administra-
tion’s financial-sector rescue
plan has moved in fits and
starts since last fall, ham-
pered in part by political op-
position to ballooning bailout

Please turn to page 31
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DJIA 7278.38 -1.65
Nasdaq 1457.27 -1.77
DJ Stoxx 600 172.58 +0.41
FTSE 100 3842.85 +0.68
DAX 4068.74 +0.63
CAC 40 2791.14 +0.51

Euro $1.3562 -1.12
Nymex crude $51.06 -1.07

n AIG lobbied for low taxes ... 19

AIG price cuts draw

rival insurers’ fire

Premier’s offer to quit adds chaos to a Hungary already in crisis

Here’s our plan
The U.S. is fixing its fi-
nancial markets, Timothy
Geithner says. Page 15

Trichet says
new stimulus
isn’t needed

Jean-Claude
Trichet
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The U.S. will announce as
soon as Monday a plan to rid
the financial system of toxic
assets, betting that investors
will be attracted to discount
prices and government assis-
tance. The framework relies
on participation from private-
sector investors. Page 3

n A small default by a Rus-
sian aircraft-leasing company
is sending ripples through
the much larger market for
the country’s debt. Page 2

n Aluminum giant Rusal
struck a debt-for-stock deal
with major creditor Onexim,
helping reduce a $14 billion
mountain of debt. Page 21

n A rift opened in Germa-
ny’s government over how
far to go in bailing out Gen-
eral Motors’ Opel unit. Page 4

n Daimler said Abu Dhabi’s
Aabar Investments is set to
take a 9.1% stake and be-
come the auto maker’s larg-
est single shareholder. Page 4

n Investors looking for signs
that the U.S. stock market
has bottomed are again ob-
sessed with the country’s
battered banks. Page 19

n Goldman Sachs confirmed
it still has $6 billion in trading
bets with AIG but said it is
adequately protected. Page 25

n The EU is taking a fresh
look at ways the derivatives
market might be regulated, go-
ing beyond a recent deal struck
with the industry. Page 23

n Iran’s Khamenei dismissed
a greeting by Obama, in the
country’s clearest rebuke so
far to a diplomatic charm of-
fensive by the U.S. Page 3

n The top U.S. general in Iraq
said he may recommend fur-
ther troop reductions by the
end of the summer if security
continues to improve. Page 11

n Russia is at or near the
bottom of the financial crisis,
a Kremlin official said. Page 2

n Chinese authorities detained
dozens of Tibetan monks af-
ter they attacked a police sta-
tion, state media said. Page 3

n North Korea confirmed it is
holding two Americans for ille-
gally crossing into its territory.

n The African Union sus-
pended Madagascar after the
opposition leader took power
with the support of the army.

n Macedonians voted in pres-
idential and local elections.

n Died: Jade Goody, 27, Brit-
ish reality-TV star, after a
battle with cancer, in Essex.

A powerful technology
is energising Antwerp
and reducing emissions.
It’s called cogeneration.

ExxonMobil recently started up a cogeneration unit
at our Antwerp refinery. This unit utilises advanced
technology to capture and recycle excess heat
from the generation of electricity. Since total energy
consumption with cogeneration is less than with
separate facilities for power and steam, fewer
greenhouse gases are produced. The result: a
significantly more efficient power source that will
help in reducing Europe’s CO2 emissions.

The story continues at exxonmobil.com
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In trying to span budget
deficits, the U.S. govern-
ment has a new ally: sud-
denly frugal U.S. house-
holds. But consumers
mightn’t be as effective at
bankrolling Uncle Sam as
they were at buying Es-
calades and McMansions.

Americans will certainly
boost their savings rate,
from less than zero in the
frothiest days of the hous-
ing boom to as much as
10% of disposable income
by the end of 2010, accord-
ing to some estimates. That
would amount to roughly
$1 trillion a year in excess
cash, estimates Goldman
Sachs Group Inc. economist
Andrew Tilton.

That money has to be
parked somewhere. The op-
tions for postbubble inves-
tors are unappetizing.
Stocks and real estate may
be non grata for some time.
Short-term interest rates
near zero make cash even
duller than usual. Gold, fire-
arms and canned goods
have their fans, but many
investors will probably turn
to Treasury bonds.

There may be significant
pent-up demand. According
to Federal Reserve data,

Treasury holdings of U.S.
households and nonprofit
organizations fell from
$914.25 billion, or 2.6% of
total household assets, in
the first quarter of 1997, to
$273.2 billion, or just 0.4%
of assets, in the fourth quar-
ter of 2008.

As a share of household
assets, Treasury securities
mightn’t return to their
peaks of more than 5%, set
in the 1950s. But they
might well get back to at
least the 2% level of the
early 1990s, before inves-
tors were beguiled by the

prospect of faster money in
stocks and housing.

Returning to that share
could translate into $1.2 tril-
lion in extra Treasury de-
mand through 2011, if
household assets increase
at their historical trend
rate.

That still would leave an-
other $2 trillion of new sav-
ings available for other as-
sets such as stocks, munici-
pal bonds and real estate.

The extra Treasury de-
mand would dwarf the $727
billion in Treasurys held by
China at the end of 2008.
And it would help to plug

the gap if the Chinese were
to scale back their Treasury
purchases, because they
earn less foreign reserves,
direct more of their funds
into domestic investment
or decide that they need to
diversify further away from
expensive Treasurys.

But even $1.2 trillion of
new U.S. consumer demand
for Treasurys still wouldn’t
fill the hole created by bur-
geoning fiscal deficits. The
Congressional Budget Of-
fice Friday projected fiscal
deficits of $4.2 trillion
through 2011.

And the durability of
household demand for Trea-
surys is no sure thing,
given the limited returns
on offer. The yield on
10-year Treasurys is only
2.63%.

In buying Treasurys
when prices are near gener-
ational highs, artificially
boosted by the promise of
$300 billion in fresh de-
mand from the Federal Re-
serve, households would
once again risk buying high
and selling low, as they did
when they traded attrac-
tively priced Treasurys for
stocks and houses in the
past decade.
 —Mark Gongloff

Hungary at an impasse
Premier offers to quit
as standoff continues
over economic crisis

Pragmatic shift in Turkey

Right-wing protesters in Budapest celebrated in front of the Parliament building
on Saturday after Prime Minister Ferenc Gyurcsány offered to resign.

The global economic cri-
sis is making pragmatists of
Turkey’s politicians.

In January, Ankara re-
fused to accept a proposed
$20 billion to $30 billion
support package from the
International Monetary
Fund, prompting a 10% fall
in the lira against the dollar
and the euro. But Ankara
now has signaled it is ready
to do a deal—albeit after
municipal elections at the
end of March.

That is a wise move.
Turkey’s government fi-

nances are strong and banks
and households aren’t
highly in debt, as they are
in many Central and East-
ern European countries. But
Turkish exporters have bor-
rowed heavily in foreign cur-
rencies and have around
$28 billion to $30 billion in
foreign-currency debt to re-
finance this year.

Demand for their goods
has fallen off a cliff as the
EU, their main market, has
hit the skids. With credit
markets closed, Ankara
needs the IMF loan to
shore up its banking sys-
tem to provide funds to lo-
cal companies.

The latest slide in the
lira has only added to the

strain in the corporate sec-
tor. Meanwhile, one of the
biggest obstacles to a deal
will fall away once the
elections are out of the
way.

Ankara has until now re-
fused to accept the IMF’s
insistence on public-spend-
ing cuts as a condition of
any deal. Current spending
plans were based on predic-
tions of 4% growth this
year, compared with the lat-
est forecasts predicting
that GDP will contract by
1.5%.

For its part, the IMF may
be willing to relax its condi-
tions this year in return for
greater restraint in 2010.

Any deal is sure to be
welcomed in Washington
and many European capi-
tals, where Prime Minister
Recep Tayyip Erdogan is
seen as an important ally.

As U.S. policy takes a
more conciliatory tone in
the region, Turkey’s role as
go-between becomes cru-
cial. The risk is that reces-
sion will undermine Mr. Er-
dogan’s standing, which is
currently high at home and
in the Middle East.

All the more reason for
all sides to a do a deal.
 —Matthew Curtin

By Charles Forelle

and Edith Balazs

Hungarian Prime Minister Fer-
enc Gyurcsány’s surprise offer to re-
sign Saturday is adding political
chaos to a nation already deeply be-
set by economic turmoil.

Mr. Gyurcsány, a once-popular
Socialist with a free-market bent,
has seen his standing decline for
months as Hungary wrestles with an
acute fiscal crisis that has left it un-
able to refinance its debt and forced
it into the arms of the International
Monetary Fund.

Of chief concern is how—and
how far—Hungary must push belt-
tightening measures needed for the
state to regain its fiscal footing.

During a Saturday speech at a
party congress, Mr. Gyurcsány
stunned the assembled faithful by
proposing that they take two weeks
to agree on his replacement. On Sun-
day, he said a no-confidence vote
would be held in Parliament on April
14.

“If I’m the obstacle to change
then I’ll eliminate this obstacle,” Mr.
Gyurcsány said.

Under Hungarian law, the Social-
ists’ newly proposed candidate would
assume office if the no-confidence
measure passes. The Socialists don’t
have a majority in the Hungarian par-
liament, and the main opposition
party called over the weekend for
early elections instead of parliamen-
tary selection of the new leadership.

But there is no obvious succes-
sor to Mr. Gyurcsány, the wealthy
businessman-turned-politician
who has been the Hungarian pre-
mier since 2004, and analysts said
his proposal may be a gambit to
force his fractured party to coa-
lesce behind him for lack of a better
alternative. On the same day that
he offered his resignation, he was
re-elected chairman of the Social-
ist Party.

If he does depart, Mr. Gyurcsány
would be the biggest casualty yet
in a financial crisis that has top-
pled governments in Iceland,
Latvia and Belgium. The develop-
ment makes plain the pressure the
crisis is putting on the weakest na-
tions, and exposes a growing rift in-
side Hungary over how to reform a
government that simply can’t af-
ford its heavy spending on social
benefits any longer.

Mr. Gyurcsány has been hemmed
in politically on one side by reform-
ers in Parliament, who are urging
more drastic cuts to pensions and
other spending to get the budget in
line, and on the other by traditional
members of his own party who rely
heavily on support from pensioners
and state workers.

On the European stage, Mr.
Gyurcsány has—with few allies—
taken up the banner for a regional
bailout by Western countries of
troubled Eastern European coun-
tries. Critics say his proposals for a
Œ180 billion ($246 billion) bailout
for the region have left Hungary
looking alone and weak.

The country is in dire straits. As
credit froze around the globe last
October, Hungary was suddenly un-
able to sell bonds to finance its defi-
cit. The government was forced to

secure a $25 billion credit facility
from the IMF, the World Bank and
the European Union.

Capital flight out of Hungary
has dragged its currency, the
forint, down substantially, further
complicating efforts to refinance
the country’s debt—and squeezing
many Hungarian homeowners and
businesses that took out loans in
foreign currencies during the
boom years earlier in the decade.

The political turmoil is likely to
shake domestic financial markets,
which have been under selling pres-
sure since October. Hungarian
banks—many of which have for-
eign parent companies—have been
rushing to assure the markets that
they are sound despite fears of
mounting loan losses.

“I have been mistaken regard-
ing our power and our possibili-
ties. In moments of great impor-
tance I’ve failed to speak up
clearly; my credibility has there-
fore been seriously damaged,” Mr.
Gyurcsány said on Saturday.

Most damaging was a 2006 inci-

dent in which he made remarks,
which were caught on tape, admit-
ting the government had lied
“night and day” about the state of
the economy ahead of elections in
which he was returned to power.

Nonetheless, My. Gyurcsány sur-
vived, in part because he has been
seen within the Socialist Party as
its greatest hope for holding off the
right-leaning opposition.

“The Socialists are probably not
going to be able to find a new prime
minister,” says Kornélia Magyar,
an analyst at the Progressive Insti-
tute in Budapest. It is possible that
the party will propose a govern-
ment of nonaligned experts to hold
office until 2010 elections, she
says, but “I give a bigger chance
that Gyurcsány is going to come
back.”

Treasurys: good place to park?
A foreign affair 

Major foreign holders of U.S. 
Treasurys, December figures

Treasurys as a percentage of 
U.S. total household assets

Sources: U.S. Treasury Department and the U.S. Federal Reserve
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BEIJING—Even as new loans soar
in China and economic stimulus
spurs a flurry of infrastructure
projects, foreign banks in China are
struggling to boost lending.

Many of the projects set in motion
by Beijing’s four trillion yuan ($586
billion) stimulus plan are funded by
the country’s large state-owned
banks, leaving foreign banks to cater
mostly to multinational companies
or small and midsize local firms.

But the global financial crisis has

hurt many small and midsize local
firms. The crisis also means foreign
banks can expect little support from
their parent firms back home.

Given the economic situation,
“it’s wise for foreign banks to main-
tain a slow lending [pace] in China”
to prevent risks, said Wen Chunling, a
banking analyst with Fitch Ratings.

Qian Xiaodong, a managing direc-
tor for Standard Chartered Bank
(China) Ltd.’s personal-banking busi-
ness in north China, said his bank has

enough funds to step up lending even
without backing from its parent. He
said the lender will mainly direct its
loans to small and midsize compa-
nies.

HSBC Holdings PLC Asia Chair-
man Vincent Cheng said HSBC China
will step up lending to infrastructure
projects in mainland China in line
with the economic-stimulus plan, but
declined to provide a loan target for
this year.
 —Victoria Ruan

Foreign banks get squeezed out of lending in China
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Russian firm defaults
Failure raises worry
about support for
state-owned units

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

A tiny default by a Russian air-
craft-leasing company is sending
ripples through the much larger
market for the country’s debt.

The default by Finance Leasing
Co. on $250 million of bonds is the
first by a Russian state-owned com-
pany on foreign debt since the coun-
try’s 1998 financial meltdown. That
is rattling foreign investors, who
worry that Russia could allow many
more companies to renege on bil-
lions of dollars of debt while it grap-
ples with an economic and financial
crisis.

“It’s clear that the capacity and
willingness of the government to…
provide support to a large number
of entities is declining,” says Ed
Parker, head of emerging Europe
sovereigns at Fitch Ratings.

After suffering a currency crash
and a default on its sovereign debt a
little over a decade ago, Russia be-
gan to recover thanks to soaring en-
ergy prices. That drew back foreign
investors. And when times were
good, Russian companies borrowed
heavily in international debt mar-
kets, to the tune of more than
$215 billion since 2006, according
to Dealogic.

Now they are facing an environ-
ment where it is impossible to get
funding from abroad and the local
banking system is under huge strain.
The ruble has also tumbled, making
it more onerous to repay debts de-
nominated in dollars or euros.

J.P. Morgan Chase & Co. esti-
mates that Russian firms need to re-
finance or pay off at least $40 billion
in foreign-currency borrowing this
year alone. To do that, many will
need help from the Russian govern-
ment.

FLC’s default has raised the ire of
investors, a number of whom said
they participated in the issue only

because of the company’s ties to the
government.

“It was the first Russian bond I
bought in 10 years, and I regret it,”
says Michel Lahaie, head of Axiom
Investment Management, a Hong
Kong money manager who invested
funds both personally and on behalf
of clients. “Frankly, we’re all stupid
for lending money to Russia.”

The government has made it
clear that it can’t help the entire cor-
porate sector with its foreign-cur-
rency debt. Earlier this year, it
scrapped a $50 billion fund aimed at
helping companies with such bor-
rowing.

In addition, Russia has depleted
its considerable foreign-exchange
reserves, spending more than one-
third of what was once a $600 bil-
lion stockpile since last August.

Some analysts believe FLC will
prove to be an isolated case, since it
seems to involve specific issues of
mismanagement. However, others
note that by allowing FLC to default,
the message from the government
appears to be “we’ll take care of the
big guys, but after that, you’ve been
warned,” says Jonathan Schiffer,
lead sovereign analyst for Russia at
Moody’s Investors Service.

Investors shouldn’t assume that
“just because a company is directly
or indirectly owned by the state that

that provides some sort of comfort
for bondholders,” he says.

FLC is a subsidiary of United Air-
craft Corp., a large Russian state-
owned conglomerate that includes
the makers of the famed MiG fighter
planes and Sukhoi jets. The state di-
rectly owns a 29% stake in FLC and a
further 52% indirectly through
United Aircraft, itself 90% state-
owned. In December, FLC defaulted
on $250 million in debt held by inves-
tors including major American, Brit-
ish, and European banks, institu-
tional investors, and hedge funds, as
well as Russian banks. On one part
of that borrowing, it failed to make
its very first interest payment. The
$150 million five-year bond was is-
sued last June with a coupon of 10%.
Moody’s rated the debt two notches
below investment grade. It said the
company enjoyed a “medium” level
of government support and noted
that “a default on the part of the
company could cause embarrass-
ment, as it would imply government
mismanagement in an area of great
economic importance.”

FLC declined requests for com-
ment. Maxim Sysoev, a spokesman
for United Aircraft Corp., FLC’s par-
ent company, said the situation was
“complex” and the company was
monitoring the situation to see if
FLC “can cope on [its] own.”

CORRECTIONS &
AMPLIFICATIONS

Russia is said to be near
bottom of financial crisis

A Russian Tupolev 204, one of the types of planes leased by the troubled Finance
Leasing Co.

By Andrew Osborn

MOSCOW—Russia is at or close
to the bottom of the financial crisis,
a top Kremlin official said, adding
that the government is happy to see
foreign creditors claw back bad
loans to major companies by swap-
ping them for equity stakes.

First Deputy Prime Minister Igor
Shuvalov said in comments to for-
eign media that the government is
increasingly upbeat about the Rus-
sian economy and hopes it will be-
gin growing again by the end of this
year if the global economy doesn’t
sharply deteriorate.

As oil prices have risen above $50
a barrel and the ruble has steadied
against the dollar, the Kremlin says
there are tentative grounds for opti-
mism as it sounds an increasingly con-
fident note about its handling of the
financial downturn. “The first phase
is over,” said Mr. Shuvalov. “Most
businesses have already adapted and
the budget is not playing out accord-
ing to the worst scenario.”

Economic data have yet to catch
up with Mr. Shuvalov’s optimism.
The Economy Ministry on Friday
said the economy would probably
shrink by 7% year on year in the first
quarter. Gross domestic product
contracted by 8% in the first two
months of this year, it added, while
exports declined by nearly 50% in
the first two months from a year ear-
lier. The ministry has forecast that
GDP will fall 2.2% in the full year.

Mr. Shuvalov confirmed that the
Kremlin is no longer willing to offer
big bailouts to distressed companies,
something it did during the first stage
of the crisis. But he said the govern-
ment will help strategically important
companies that have a genuine need.
He stressed that commercial banks
are awash with cash and can cover
many of the lending requirements.

Mr. Shuvalov also said foreign
creditors are welcome to swap bad
loans for equity stakes in major Rus-
sian companies, apart from “a very
limited list” of companies. He didn’t
identify the companies that are off

limits. Analysts said the list would
include companies such as OAO Gaz-
prom, OAO Rosneft, OAO Sberbank
and OAO VTB Bank, but not neces-
sarily OAO Norilsk Nickel.

Promising that the Kremlin will
assess such applications “favor-
ably” and quickly, Mr. Shuvalov said
it will explain any refusals. “If we
don’t like it, we will explain why,” he
said. “We are talking about only a
few, not dozens.” He said he thought
creditors would prefer cash to risky
assets, however.

Squelching speculation that the
government is keen to expand its al-
ready far-reaching control of the
economy, Mr. Shuvalov said it doesn’t
have the resources or expertise to
manage many more big companies
and signaled that the Kremlin is more
interested in protecting and bolster-
ing its foreign-exchange reserves, cur-
rently at just below $380 billion.

Discussing aluminum giant UC
Rusal, a company that has debts of
$14 billion, Mr. Shuvalov suggested
that the Kremlin has given the com-
pany all the help it could. A state-con-
trolled bank has already lent Rusal
$4.5 billion. Mr. Shuvalov said he op-
posed extending the terms of that
loan, saying Rusal should seek fresh
loans from commercial banks or find
new shareholders.

Meanwhile, the sharp drop in oil
prices, Russia’s biggest export earner,
was a blessing in disguise, he said. It
could force Russia to overhaul its eco-
nomic model and finally diversify
away from energy exports, he added.
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Steven M. Dickinson is a
Qingdao, China-based attorney with
law firm Harris & Moure PLLC. An In-
ternational Investor article Friday
on China’s rejection of Coca-Cola
Co.’s bid to acquire a Chinese juice
maker incorrectly spelled his last
name as Dickenson and said he was
based in Beijing.

By Joanna Slater in New York
and Andrew Osborn in Moscow
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costs and, now, by bonuses paid to fi-
nancial executives. Fiscal-stimulus
packages in other countries have
been announced but not yet imple-
mented. Germany’s most recent Œ50
billion ($68 billion) plan includes in-
come- and payroll-tax cuts that
don’t take effect until July 1.

The U.S. and many private-sector
economists have urged European au-
thorities to be more assertive in com-
bating a Continental recession likely
to be steeper than in the U.S. “When
you take the actions of the govern-
ment and the Fed together, the U.S.
has been demonstrably more stimu-
lative in getting its economy moving
again,” says James Nixon, an econo-
mist with Société Générale in Lon-
don. “Europe’s efforts have been,
shall we say, modest in comparison.”

He is calling for Germany, Europe’s
biggest economy, to spend more and
run a bigger deficit to help bolster de-
mand for its neighbors’ exports, and
for the ECB to contemplate buying
private-sector or government debt
as the U.S. Federal Reserve is doing.

Mr. Trichet suggested the bank
won’t make that move, though it is
the only major central bank without
such a program. He mounted an un-
apologetic defense of European capi-
tals’ response to the U.S. “On both
sides of the Atlantic, what has been
done on the fiscal side corresponds to

the gravity of the situation,” he said
in a conversation on Friday in his of-
fice near the top of the ECB’s steel and
glass tower. He said “useless and
counterproductive quarrels” over the
different stances had been resolved.

The U.S. Treasury Department
declined to comment.

European leaders contend their
more-generous social-welfare
states provide a buffer that offsets
the need for bigger fiscal boosts.
Mr. Trichet also warned that if gov-
ernments went too deeply into the
red, the move could backfire by
pushing up long-term interest rates
and puncturing public and business
confidence.

“To be efficient in rebuilding con-
fidence, you have to demonstrate
that you are doing, immediately and
audaciously, what is necessary,”
said Mr. Trichet. “But at the same
time, you have also to reassure your
own people that you have an exit
strategy.”

The economic downturn in the 16
nations that now share the euro cur-
rency is deepening. Output con-
tracted by 5.8% on an annualized ba-
sis in the fourth quarter of 2008, the
worst showing for countries shar-
ing the euro since the second World
War. The International Monetary
Fund forecast last week that the
euro zone’s economy will shrink by
3.2% this year, compared to a 2.6%
contraction in the U.S.

Mr. Trichet, whose eight-year
term as head of the ECB runs to 2011,
predicted that effective govern-
ment action could help the global
economy enjoy a moderate recovery
in 2010. But he said 2009 will be
“very, very difficult.”

The downturn could be particu-
larly fierce in Ireland and Spain,

where housing booms are bursting,
as well as heavily indebted coun-
tries including Italy and Greece. Be-
fore they adopted the euro, cash-
strapped countries could boost
competitiveness by devaluing
their currencies. With that option
gone, they will need to slash wages
and other costs even as their econo-
mies slide.

Ireland’s government, for in-
stance, expects output to shrink
6.5% this year after strong expan-
sion for much of the past decade.
But its budget deficit is projected at
near 10% of GDP this year, and the
government plans to raise income
and other taxes in April. In Greece,
facing a budget gap of 3.7% of GDP,
the government last week an-
nounced wage freezes for almost a
half-million civil servants and tax
increases for workers earning more
than Œ60,000.

Mr. Trichet said that in countries
where high costs have long made it

unattractive to produce goods, cost-
cutting would have been called for
even without the crisis because they
are losing their competitiveness.

Mr. Trichet strongly suggested
the ECB won’t follow the U.S. Fed-
eral Reserve and Bank of England in
buying government bonds to free up
credit. The Fed said last week that it
will buy as much as $300 billion of
long-term Treasury securities.

The ECB has taken unconven-
tional steps to keep euro-zone banks
flush with funds. Last October, the
central bank began offering them un-
limited loans at fixed interest rates
for up to six months.

Mr. Trichet said most euro-zone
private-sector funding comes from
banks—not from securities markets
as in the U.S.—and hinted that the
ECB is preparing new programs to
help banks further. But he suggested
purchasing government assets
wouldn’t fit the euro-zone financial
system. The ECB also is wary of a
“blending of responsibilities” be-
tween the central bank and the euro
zone’s 16 different national finance
ministries that would result from
buying government debt, he sug-
gested.

Mr. Trichet reaffirmed that the
ECB could lower its key rate further.
The ECB has cut its policy rate to
1.5%, the lowest in the central bank’s
10-year history, from 4.25% in Octo-
ber. But it remains well above offi-
cial rates near zero in the U.S. and
U.K. Markets expect at least a quar-
ter-percentage-point cut at the
ECB’s next meeting April 2.

Mr. Trichet suggested that com-
paring policy rates is misguided. “It is
not a race,” he said. He noted that the
ECB’s moves to date have brought
some euro-zone market interest rates
below the equivalent rates in the U.S.

Continued from first page

Disparity in nations’ saving slows recovery
Experts want G-20
to address imbalance
as it ponders fixes

By Mark Whitehouse

LONDON—When leaders of the
world’s 20 largest economies meet
in London on April 2, they’ll have a
lot on their plates, from preventing
a global depression to fixing a bro-
ken banking system. But economists
are hoping they also will pay some

attention to what
many see as a root
cause of the finan-
cial crisis: a vast dis-
parity in the way

big nations save.
In recent weeks, a growing cho-

rus of prominent economists—in-
cluding U.S. Federal Reserve Chair-
man Ben Bernanke and Bank of Eng-
land Governor Mervyn King—have
pointed out that it took more than
greedy bankers, profligate American
consumers and lax regulation to gen-
erate a crisis of global proportions.
While all those factors played impor-
tant roles, they say, the conditions
were created in part by China and
other Asian nations, which over a de-
cade of export-led growth socked
away trillions of dollars in the form
of foreign-currency reserves. Their
efforts to invest those savings
flooded Western financial markets
with cash, making it cheaper to bor-
row at a time when people in places

like the U.S. and the U.K. were build-
ing up debts at an alarming rate.

The huge machine of subprime-
mortgage lending that triggered the
crisis, the logic goes, was just one of
the many ways bankers took advan-
tage of these so-called “global imbal-
ances” by putting savers and bor-
rowers together.

“Bankers have always been avari-
cious, regulation didn’t get worse
and we’ve always had crises—it’s
just that this crisis has some special
features, and the key special feature
is the global imbalances,” says Rich-
ard Portes, professor of economics
at London Business School and presi-
dent of the Centre for Economic Pol-
icy Research.

As the G-20 meeting approaches,
Mr. Portes and others are offering a
menu of remedies, from boosting
the authority of the International
Monetary Fund to making the fund a
central repository for foreign-cur-
rency reserves—an idea reminis-
cent of the global central bank econo-
mist John Maynard Keynes had in
mind in 1944, when world leaders
created the IMF at a meeting in Bret-
ton Woods, N.H. All the options have
their drawbacks, but if some way
can’t be found to get Asians to save
less and Americans to save more,
economists warn that the world will
inevitably find itself in trouble
again.

“It’s a big mistake to ignore the
imbalances despite all the other
stuff that’s going on, and the G-20
would do so at its peril,” says C. Fred

Bergsten, director of the Peterson In-
stitute for International Economics
in Washington.

Even as global economies have
taken a turn for the worse, one mea-
sure of the imbalances—China’s
vast current-account surplus—has
hardly subsided. The IMF estimates
that the surplus, which reflects both
China’s net exports and how much
capital it sends abroad, grew to
about $399 billion last year from
$372 billion in 2007. If the surplus
persists, it could fan the flames of
protectionist sentiment, as Western
politicians worry that their coun-
tries’ huge stimulus packages are

boosting exporters on the other side
of the planet.

Asian nations’ penchant for
thrift can be traced back to the finan-
cial crisis they suffered in the late
1990s. At the time, countries in the
region were living beyond their
means and building up foreign
debts. That ultimately spooked for-
eign investors, who fled en masse,
triggering sharp currency devalua-
tions and painful recessions. After
the crisis, the countries changed
tack, focusing on spurring exports
by keeping their exchange rates low
against the dollar—a strategy that
boosted foreign-currency reserves
to record levels. As they invested
those reserves in places like the U.S.
and U.K., they put an unprecedented
strain on financial markets. One indi-
cator of that strain—net cross-bor-
der capital flows—stood in 2008 at
about $1.9 trillion, or 3% of global
gross domestic product, according
to IMF estimates. That’s more than
twice the level of 1997, before the
Asian financial crisis hit.

As the latest financial crisis
takes a toll on global trade, the im-
balances are likely to ease some-
what. But many economists believe
more must be done to get both Asia
and the U.S. to change their ways. In
a recent paper, Steven Dunaway,
who directed the IMF’s country
work in China from late 2001
through 2008, proposes changing
the fund’s rules to allow its experts
to provide franker assessments of
countries’ economic policies, with-
out the involvement of the fund’s

highly politicized board. That, he
says, would allow the fund to gener-
ate “peer pressure” that will be hard
for the U.S. and China to ignore.

Others, though, believe persua-
sion alone won’t be enough. Mr.
Portes sees the main impetus for Chi-
na’s and other nations’ accumula-
tion of foreign reserves in their de-
sire to insure themselves against a
crisis like that of the late 1990s. One
solution, put forth in a list of propos-
als to the G-20, is to provide a substi-
tute for that insurance—for exam-
ple, by pooling foreign-exchange re-
serves at the IMF and giving the
fund greater power to step in and
provide crisis-stricken countries
with unconditional emergency fi-
nancing. To make the insurance
more credible, China and other
emerging markets would be given
more say at the IMF—a direction in
which the G-20 is moving.

One problem with the insurance
plan, though, is that if it worked, it
could encourage countries to act ir-
responsibly, keeping their exchange
rates at unsustainable levels on the
assumption that the IMF would
come to the rescue in an emergency.
“It’s putting barrels of propane
around your house to protect it,”
says Catherine Mann, professor of
international economics and fi-
nance at Brandeis International
Business School in Massachusetts.

In other words, as Asia’s re-
sponse to the late 1990s shows, pol-
icy makers will have to be careful
that the solution to one crisis
doesn’t set the stage for the next.

Trichet says additional stimulus isn’t needed
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World out of balance
A boom in Asian saving and 
Western borrowing has placed 
a heavy burden on capital 
markets over the past decade. 
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By Norihiko Shirouzu

BEIJING—China announced mea-
sures to kick-start domestic automo-
biledemandbyencouragingthedevel-
opment of more environmentally
friendly cars, the latest move to bol-
ster the Chinese auto industry amid
slowing salesgrowth.

The new package, which is sup-
posed to supplement auto-industry
stimulus steps announced in January,
is designed to keep overall sales in the
world’s second-biggest car market
growing at an average of 10% annually
over the next three years, the govern-
mentsaid.

Thelatest measures,whichappear
tobeaimedatrestructuringtheindus-
try over the long term, include 10 bil-
lion yuan, or about $1.5 billion, in re-
search subsidies over the next three
yearstoimproveChineseautomakers’
use of safety, alternative-energy and
other technologies. Wolfgang Bern-
hart, a senior executive at Roland
Berger Strategy Consultants, said the
planshighlightashiftinindustrialpol-
icytoencouragecompaniestofocuson
electric-vehicle technology.

The weekend announcement also
reiterated Beijing’s determination to
consolidate the country’s fledgling
auto sector, which has more than 80
automakers across thecountry.China
wantstoconsolidatetheautoindustry
throughmergersandacquisitionsinto
fewer than 10 groups of manufactur-
ers from 14 now, according to the an-
nouncement.Itdidn’texplainwhichof
the scores of auto makers and parts
suppliers comprise the current 14
groups, nor did it offer details of how
consolidation will occur.
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U.S. sets plan to rid system of toxic assets
Framework relies
on participation
from private investors

Tibetan monks are detained
by Chinese police after riots

LEADING THE NEWS

By Chip Cummins

DUBAI—Iran’s supreme leader
Ayatollah Ali Khamenei on Saturday
dismissed President Barack
Obama’s New Year’s greeting to the
country, delivering Iran’s clearest re-
buke so far to Washington’s recent,
diplomatic charm offensive.

In a speech to tens of thousands
in the Iranian holy city of Masshad,
Mr. Khamenei said that despite Mr.
Obama’s words, the U.S. hasn’t
shown any sign of “genuine” change
in its “hostile” policies toward Iran,
according to Iran’s state-owned
Press TV.

The comments were the first by

Iran’s senior leadership to the sur-
prise videotaped greeting delivered
early Friday to Iranians by Mr.
Obama. Mr. Khamenei’s role as
Iran’s top cleric gives him final say
in all matters of state.

“They chant the slogan of
change, but no change is seen in
practice. We haven’t seen any
change,” the Associated Press
quoted Mr. Khamenei saying during
his speech, which was broadcast
live on state television.

Iranian officials, including Presi-
dent Mahmoud Ahmadinejad previ-
ously had welcomed Mr. Obama’s of-
fer of direct talks, though tepidly
and with conditions attached.

Iran cleric rebukes Obama talk

By Deborah Solomon

WASHINGTON—The U.S. govern-
ment will announce as soon as Mon-
day a three-pronged plan to rid the
financial system of toxic assets, bet-
ting that investors will be attracted
to the combination of discount
prices and government assistance.

But the framework, designed to
expand existing programs and cre-
ate new ones, relies heavily on par-
ticipation from private-sector inves-
tors. They have been the target of a
virulent anti-Wall Street backlash
from Washington in the wake of the
American International Group Inc.
bonus furor. As a result, many inves-
tors have expressed concern about
doing business with the govern-
ment in this climate—potentially
casting a cloud over the program’s
prospects.

The administration plans to con-
tribute between $75 billion and
$100 billion in new capital to the ef-
fort, although that amount could ex-
pand down the road.

The plan, which has been eagerly
awaited by jittery investors, in-
cludes creating an entity, backed by
the Federal Deposit Insurance
Corp., to purchase and hold loans.
In addition, the Treasury Depart-
ment intends to expand a Federal Re-

serve facility to include older, so-
called “legacy” assets. Currently,
the program, known as the Term As-
set-Backed Securities Loan Facility,
or TALF, was set up to buy newly is-
sued securities backing all manner
of consumer and small-business
loans. But some of the most toxic as-
sets are securities created in 2005
and 2006, which the TALF will now
be able to absorb.

Finally, the government is mov-
ing ahead with plans, sketched out
by Treasury Secretary Timothy
Geithner last month, to establish
public-private investment funds to
purchase mortgage-backed and
other securities. These funds would
be run by private investment man-
agers but be financed with a combi-
nation of private money and capital
from the government, which would
share in any profit or loss.

All told, the three efforts are de-
signed to unglue markets that have
seized up as investors have stood on
the sidelines. One big problem is
that many of these assets no longer
trade, which means it is very hard to
put a price on them. Banks are un-
willing to sell at too low a price, and
investors are unwilling to take the
risk.

The Treasury’s hope is that intro-
ducing private investors will help
create market prices. Earlier at-
tempts to have the government set
the prices foundered because too
high a price would have hurt taxpay-
ers and too low a price would have
hurt banks. Private investors, by
contrast, could set a market price

because they are unlikely to over-
pay and banks are unlikely to under-
sell.

To target troubled securities,
such as mortgage-backed securi-
ties, the government will create sev-
eral investment funds. The Trea-
sury will act as a co-investor, in
most cases contributing $1 for ev-
ery $1 contributed by the private
sector and sharing in the first-loss
position.

To target troubled loans, the gov-
ernment will create a Disposition Fi-
nance Program with the FDIC. In
that case, the government will be a
co-investor but could also agree in
some cases to contribute 80% of the
financing, with the government put-
ting up $4 for every $1 in private fi-
nancing. As part of that program,
the FDIC would provide guarantees
against losses on a pool of loans
that a bank wants to sell. The pro-
gram could guarantee as much as
$500 billion in loan investments.

To beef up the amount of govern-
ment funding, the Treasury is rely-
ing on the Fed and the FDIC to pro-
vide backing for these programs.
For example, under the newly
launched TALF, the Fed provides in-
expensive and low-risk financing
for investors to buy loans backed by
consumer credit.

Whether these programs will
work as anticipated depends in part
on how Wall Street investors react
to last week’s AIG furor. Congress is
moving to clamp down on anyone re-
ceiving financial aid by severely tax-
ing bonus payments.

Sunday, administration officials
dismissed suggestions that the AIG
bonus dustup would make private
companies reluctant to participate.
Unlike AIG, which received bailout
money from the government, firms
that join the new program would be
the “good guys” who are helping fix
the problems, Christina Romer, a
top Obama economic adviser, said
on “Fox News Sunday.” Therefore,
she said, the rules should be differ-
ent for them.

More broadly, investors have be-
come leery about signing on to gov-
ernment programs for fear Con-
gress will abruptly change the
rules. Hedge funds, for example,
which stand to make sizable profits
from participating, worry they
won’t be able to keep their gains if
the mood swings further against
Wall Street.

Bankers are already expressing
anger at Congress’s moves. In a let-
ter to employees Friday, Kenneth
Lewis, Bank of America Corp. chief
executive, said that Congress’s pro-
posals to clamp down on bonuses
“have the potential to damage the
ability of the government to engi-
neer a financial recovery.” Several
of the government’s plans, he
wrote, “depend on the private sec-
tor being willing to contract with
the government. If investors or com-
panies in the private sector believe
that the rules can change quickly
and indiscriminately, they will be
unwilling to participate.”

Those sentiments dominated
some discussions among represen-

tatives of the Managed Funds Asso-
ciation, the biggest hedge-fund lob-
bying group, during meetings in
Washington last week.

The Treasury is still discussing
whether it can get around restric-
tions on executive compensation
that were included in the stimulus
bill. That provision was designed to
hit any recipient of bailout funds,
and some investors worry that their
participation in the toxic-asset pro-
gram would subject them to those
restrictions. The Fed’s TALF pro-
gram already has such an exception.

For Mr. Geithner, getting this
plan right is paramount to confi-
dence in his abilities as steward of
the economy. His reputation took a
hit last week as lawmakers de-
manded to know why he didn’t do
more to derail the AIG bonus pay-
ments. Earlier, Mr. Geithner’s nomi-
nation was clouded by questions
about his failure to pay personal
taxes. His February announcement
of the toxic-asset plan, which was
shy on details, was also widely
panned.

The plan might be the adminis-
tration’s best chance to make a big
impact on the financial crisis. With
bailout fatigue running high, the
chances of Congress proffering
more funds beyond the $700 billion
authorized last fall are close to zero
in the short term, lawmakers say.
The Treasury instead will likely
have to rely on the Fed, FDIC and pri-
vate investors.
 —Damian Paletta

contributed to this article.

By Gordon Fairclough

Hundreds of Tibetan demonstra-
tors, including dozens of Buddhist
monks, attacked a police station in
western China, state media said, as
authorities struggled to keep a lid
on protests around the 50th anniver-
sary of a failed Tibetan uprising
against Chinese rule.

Six people were arrested and 89
others “surrendered” to police after
the incident in Qinghai province on
the eastern edge of the Tibetan pla-
teau, according to a report by the of-
ficial Xinhua news agency. All but
two of the 95 were monks.

Security forces have blanketed
ethnic Tibetan areas in western
China in recent weeks, as authori-
ties have sought to prevent a reprise
of the antigovernment unrest that

shook communities in the area a
year ago after deadly rioting in the
Tibetan capital, Lhasa.

An ethnic Tibetan resident of
Lajia, the town where Saturday’s
protests took place, said in a tele-
phone interview that he saw “at
least 100” Tibetans, including
monks, throwing stones at the po-
lice station and smashing the win-
dows of police cars parked outside.

Separately, a soldier on guard
duty at a military base in downtown
Chongqing, a southwestern Chinese
city, was killed in what police there
are calling a terrorist attack, state
media said. The 18-year-old sentry
was shot last week by an unknown
assailant or assailants who ran off
with his machine gun. Such attacks
on members of the military are ex-
tremely rare in China.
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Rival insurers encourage U.S. to curb AIG’s price cuts

U.S. seizes two key elements of credit-union system

FROM PAGE ONE

from the U.S. Olympic Committee
and an Arizona airport to an Illinois
nursing home and a Florida town
government.

State insurance regulators in
New York and Pennsylvania are in-
vestigating, as is the Government
Accountability Office, which issued
a preliminary report at last week’s
congressional hearing on the AIG
bailout. The GAO said insurance reg-
ulators, brokers and buyers say AIG
“may be pricing somewhat more ag-
gressively than in the past in order
to retain business,” but the pricing
didn’t appear “inadequate.” The
GAO said it hadn’t “drawn any final
conclusions.”

When the Fed stepped in to save
AIG in September, its primary focus
was on a small outpost of the compa-
ny’s sprawling empire: It wanted to
prevent soured bets on subprime
mortgages from draining AIG’s re-
sources. The government bailout
led to payments of tens of billions of
dollars to AIG’s trading partners, in-
cluding big banks in the U.S. and Eu-
rope. And the company and the gov-
ernment came under withering criti-
cism last week after AIG paid reten-
tion bonuses to employees in the
unit that brought the insurer to its
knees.

But the bailout spurred by these
exotic financial bets has also politi-
cized the nuts-and-bolts insurance
business. Merely by propping up the
ailing insurer, the government trans-
formed the competitive landscape,
blunting efforts by AIG’s rivals to
pick off its customers. The Fed chief
and other authorities have been
sucked into this controversy.

The Fed needs AIG’s business to
remain competitive because that
could help the company repay the
government. But if AIG charges too
little for policies to keep from losing
business, it could run up big losses
on insurance claims years down the
road—potentially bad news for the
government. AIG says it isn’t using
government money to win market
share and isn’t pricing policies im-
properly. John Doyle, a top execu-
tive in its commercial-insurance op-
erations, attributes some of the com-
plaints to “frustration from competi-
tors who in the middle of September
thought we were going away.”

The complaints from AIG compet-
itors add to the reservoir of resent-
ment building over government de-
cisions to intervene in the private
sector in the name of the public
good. Much like diligent mortgage
payers who are miffed about govern-
ment assistance for delinquent bor-
rowers, some insurance executives
who managed their businesses pru-
dently object to having to compete
with a government-supported AIG.

“AIG continues to be overly ag-
gressive on pricing and terms,” Ted
Kelly, chief executive officer of Lib-
erty Mutual Group Inc., told inves-
tors in early March. “But, of course,
if you’ve got an implicit federal back-
stop, you can do that stuff.”

AIG said allegations by rivals
“are simply untrue, and are meant
to increase pressure on our busi-
nesses.” The company has won
some contracts where it wasn’t the
lowest bidder and noted that it has
lost others to lower-priced competi-
tors.

AIG has been able to hold onto
many clients and fend off rivals. A
big part of AIG’s business—its prop-
erty and casualty lines—has eroded
a bit. But it has held up remarkably
well for a company that was headed
for disaster. AIG had a 6.5% share of
the U.S. market last year, according
to the National Association of Insur-

ance Commissioners, down from
7.3% in 2007. Still, AIG remains the
second-largest player in this field in
the U.S., and sells protection against
property damage and liability to
many of the nation’s largest corpora-
tions.

The bailout leaves the govern-
ment with a difficult oversight task.
AIG has 116,000 employees, 74 mil-
lion customers, $860 billion in as-
sets and operations in about 130
countries. The Fed recognizes that
it doesn’t have the staff or expertise
to manage the far-flung businesses.

Federal officials initially figured
their assistance would be short-
term, boosting financial markets af-
ter the failure of Lehman Brothers
Holdings. In exchange for an initial
$85 billion loan, the government
took a nearly 80% stake in AIG. The
New York Fed charged interest of
8.5% plus the London interbank of-
fered rate, or Libor, a common
benchmark rate. Edward Liddy, who
the government installed as AIG’s
chief executive officer, described
the interest rate as “loan sharkish.”

Mr. Liddy, once the top executive
at Allstate Corp., laid out a plan to re-
pay the loan by selling most of AIG’s
life-insurance business, its aircraft-
leasing unit and other profitable
holdings. He figured AIG’s property-
and-casualty insurance business
would become the core of a smaller
surviving company.

Sarah Dahlgren, a New York Fed
banking supervisor dispatched to
oversee AIG, endorsed the strategy.
She had spent nearly two decades at
the New York Fed. But she had no ex-
perience in the insurance business
and relied on the accounting firm of
Ernst & Young for insurance advice.

The Fed largely took a hands-off
approach to AIG’s insurance opera-
tion, partly because it felt that too
heavy a government presence could
make AIG seem weaker and drive
away business.

The dozen Fed staffers under Ms.
Dahlgren set up shop in AIG’s head-
quarters in Lower Manhattan and fo-
cused on the parts of the company
that were bleeding red ink. Special
attention was paid to AIG Financial
Products, which sold contracts that
promised to protect major financial
institutions against default on secu-
rities backed by subprime mort-
gages. Those contracts called for
AIG to come up with billions of dol-
lars in collateral if the value of the
contracts fell, a requirement that
nearly sank the firm in September.

Ms. Dahlgren had “observer” sta-
tus at meetings of the AIG board and
its committees, and when asked, she
made clear the Fed’s view on spe-
cific issues that arose. “Everything

we do, we do in partnership with the
Federal Reserve,” Mr. Liddy said at
Wednesday’s hearing.

The global downturn made it dif-
ficult for Mr. Liddy to sell AIG units.
Losses on the company’s invest-
ment portfolio mounted, contribut-
ing to a $61.7 billion loss in the
fourth quarter of 2008. The govern-
ment modified its initial rescue
three times, eventually boosting the
aid package to up to $173.3 billion.
AIG now plans to sell investors a
20% stake in its property-and-casu-
alty insurance business world-wide,
and is giving it a new name—AIU
Holdings.

AIG’s competitors figured they’d
be able to pry away AIG customers
because of its struggles. Three days
after the bailout, ACE Ltd., which
competes head-to head with AIG for
some of the largest insurance poli-
cies in the world, announced it was
increasing the size of big-ticket poli-
cies it would sell, citing “heightened
need and uncertainty in the market-
place.”

ACE’s chief executive, Evan
Greenberg, told investors in late Oc-
tober: “I expect we will emerge from
this period bigger and stron-
ger….There is opportunity from
AIG.” Mr. Greenberg, 54 years old, is
AIG’s former president and chief op-
erating officer, and the son of
former AIG chief executive Maurice
R. “Hank” Greenberg.

But AIG used its federal backing
to try to reassure its customers. “We
may be the best capitalized player in
the business,” Mr. Liddy said in De-
cember.

Late that month, AIG posted a
presentation on its Web site that
compared the firm with prominent
rivals, including ACE and Chubb
Corp., based on key measures of in-
surers’ capital. The presentation

boasted that the government deal
“strengthens [AIG’s] capital posi-
tion” and “lowers [its] cost of capi-
tal.”

The presentation brought a
round of complaints from competi-
tors to the New York State Insurance
Department, AIG’s primary regula-
tor. There are strict laws governing
how insurers can compare them-
selves with rivals.

On Jan. 13, the insurance depart-
ment summoned AIG officials to a
meeting. “We made it clear we
thought there were serious prob-
lems” with the presentation, said a
department spokesman. The depart-
ment objected to AIG’s comparison
with rivals.

The next day, AIG removed the
presentation from its Web site. “It
was the appropriate thing to do”
given the questions raised by regula-
tors, says an AIG spokeswoman. Fed
officials didn’t find out about the
controversy until an inquiry from
The Wall Street Journal early this
month.

AIG fought to hang onto insur-
ance contracts coming up for re-
newal late last year. In some cases, it
has cut prices sharply.

AIG slashed its premiums by 34%
to underbid ACE and two other
firms and win renewal of a policy it
has had for years with the U.S. Olym-
pic Committee, says Elaine Marin,
who oversaw the committee’s bid
process. Part of the price drop was
due to the committee’s decision to
cut back on its AIG policy a bit, buy-
ing $20 million of coverage rather
than the prior $25 million, she says.

In its pitch, AIG briefly noted to
the Olympic Committee the govern-
ment bailout, Ms. Marin says. “We
were quite confident that entering
into a partnership with AIG for the
short-term would be OK,” she says.
AIG pried away from ACE two con-
tracts involving a city-owned air-
port in Mesa, Ariz. In one contract,
AIG bid about 30% less for the busi-
ness than ACE had been charging
the city. AIG’s bid was slightly lower
than ACE’s final offer, says Barry
Hegrenes, a Mesa official who over-
saw the bid process.

“It was just purely based on
cost,” says City Council member
Dina Higgins.

In December, AIG won a new con-
tract covering Davie, Fla., for pollu-
tion liability, beating out a rival with
a bid that was nearly 19% lower than
the expiring policy. And AIG cut its
own price by more than 20% on a pol-
icy protecting Champaign County,
Ill., from liability if mold emerged at
a nursing home.

The bailout “raised red flags,”
says Tom Betz, a member of the

county board who asked at an Octo-
ber meeting whether the county
would be liable if AIG went under, ac-
cording to minutes of the meeting.
But the board was told that AIG’s in-
surance units are financially stable,
the minutes indicate, and Mr. Betz
says: “I held my nose and voted for
it.”

In last year’s fourth quarter,
AIG’s net premiums dropped by 22%
in its U.S. commercial-insurance
business, but much of that was due
to the deepening recession and fall-
ing prices for some types of insur-
ance.

In remarks to investors in Octo-
ber, Mr. Greenberg, ACE’s chief exec-
utive, said that “one large player
who is under stress,” which he
didn’t name, is “an outlier right now
in the pricing environment today.
They are aggressively cutting pric-
ing in an irresponsible way to main-
tain business. And it’s worrisome.”

Other AIG competitors have
chimed in with similar complaints.
“I think it’s fair to say they’re doing
some very stupid things in the mar-
ket,” said Liberty Mutual’s chief, Mr.
Kelly, in November.

John Degnan, vice chairman of
Chubb, told investors in late Janu-
ary: “We are stunned by the degree
to which [AIG] will reduce
prices…to hold onto the business.”
He said Chubb wouldn’t match any
prices it considered “irresponsible.”

AIG denies that its pricing prac-
tices are improper or reckless. In De-
cember, its chief executive, Mr.
Liddy, said the company was “not go-
ing to make shortsighted deci-
sions,” and was committed to main-
taining its “underwriting disci-
pline.…It will do us no good to over-
come today’s financial problems
only to find a few years down the
road that we are sitting on a pile of
unprofitable insurance policies.”

Competitors are also pricing ag-
gressively to win AIG’s customers,
says Mr. Doyle, the AIG commercial-
insurance executive. AIG has lost
competitions where it wasn’t low
bidder, he says.

The Pennsylvania Insurance De-
partment is looking into competi-
tive issues. But Joel Ario, the state’s
insurance commissioner, says in the
cases he has examined, AIG has had
a “reasonable basis” for its pricing.

AIG, too, has provided examples
of price cutting by its competitors,
Mr. Ario adds. Both sides are being
aggressive, he says, but there is no
evidence yet of a “systematic” prob-
lem. “The competitors know AIG’s
in a vulnerable state.…There are
plausible stories on both sides.”

 —Jon Hilsenrath and Serena Ng
contributed to this article.
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By Mark Maremont

In the latest move by federal au-
thorities to prop up the U.S. bank-
ing system, regulators late Friday
seized control of the two largest
wholesale credit unions in the coun-
try after finding that their losses
on mortgage-related securities
were larger than previously
thought.

U.S. Central Corporate Federal
Credit Union in Lenexa, Kan., and
Western Corporate Federal Credit
Union in San Dimas, Calif., which
have a total $57 billion in assets,
were taken into conservatorship by
federal regulators.

Michael E. Fryzel, chairman of
the National Credit Union Adminis-

tration, the industry’s federal regu-
lator, said the seizure was neces-
sary to maintain the integrity of
the credit-union system and pro-
tect the insurance fund that backs
up deposits in thousands of retail
credit unions.

The affected institutions don’t
serve the general public. They pro-
vide critical financing, check clear-
ing and other tasks for the retail in-
stitutions. These wholesale credit
unions, known in industry parlance
as corporate credit unions, are
owned by their retail credit-union
members.

The vast majority of regular
credit unions, the bank-like cooper-
atives familiar to millions of ac-
count holders nationwide, are con-

sidered financially sound. Credit
unions have more than 90 million
members nationwide.

U.S. Central and Western Corpo-
rate have been grappling for more
than a year with large paper losses
on a slew of assets, mostly mort-
gage related. In January, regulators
moved to prop up U.S. Central with
a $1 billion infusion after it took big
write-downs on some of the securi-
ties.

Mr. Fryzel said regulators acted
Friday after becoming convinced
that the two institutions were un-
derestimating the true scope of
their losses. “With us in control
we’d get honest numbers,” he said.
Mr. Fryzel said regulators plan to re-
place top management at both insti-

tutions.
In total, the 28 wholesale credit

unions in the U.S. were showing pa-
per losses of about $18 billion as of
Dec. 31. Mr. Fryzel said regulators
aren’t concerned about the health
of any other wholesale credit union
besides the two brought into con-
servatorship.

Mr. Fryzel said NCUA’s latest es-
timate is that wholesale credit
unions will eventually have to real-
ize between $10 billion and $16 bil-
lion in losses on their holdings. The
agency on Friday also raised its esti-
mate for what these losses will cost
its insurance fund to $5.9 billion
from the prior $4.7 billion esti-
mate.
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Workers in December assembled the Opel Insignia at the company’s main factory, in Rüsselsheim, Germany.

By Marcus Walker

BERLIN—A rift opened in Germa-
ny’s government over how far to go
in bailing out auto maker Adam Opel
GmbH, the main European brand of
General Motors Corp.

Chancellor Angela Merkel’s con-
servative Christian Democrats re-
jected a call by their coalition part-
ners, the left-leaning Social Demo-
crats, for the government to buy a
stake in the car maker to avert a ma-
jor corporate failure.

The debate shows how Germa-
ny’s September national elections
are complicating a political di-
lemma over how much the state
should intervene to save jobs and
companies in the face of a worsen-
ing recession in Germany.

The Social Democrats on Sunday
stepped up their call to assist Opel.
The party’s labor minister, Olaf
Scholz, told Germany’s mass-circula-
tion tabloid Bild that the govern-
ment should buy a stake in Opel, if
necessary. “To let Opel die would be
more than a mistake, it would be an
unforgivable failure of govern-
ment,” Mr. Scholz told the newspa-
per.

Conservatives firmly rejected a
direct government stake in Opel,
with Christian Democrat parliamen-
tary leader Volker Kauder insisting
the state couldn’t bail out all compa-
nies, and that Opel shouldn’t get spe-
cial treatment. The chancellor and
other conservatives have said the
government might guarantee some

bank loans to Opel, provided that
GM comes up with a convincing turn-
around plan for Opel, but they so far
have rejected more-direct state aid.

To protect Opel and other Euro-
pean operations, GM says it needs
Œ3.3 billion ($4.5 billion) in loan
guarantees from European govern-
ments, mostly from Germany. Opel’s
failure would put 29,000 jobs at risk
in Germany, plus many thousands
more at suppliers.

GermanEconomicsMinister Karl-
Theodor zu Guttenberg, a conserva-
tive, met GM executives in Washing-
ton last week to discuss Opel’s fu-
ture, but returned with little to show
except a pledge by GM to reduce its
stake in Opel to a minority share to
make way for a new investor. Ger-
man officials said the search for a
new investor in Opel is proving diffi-
cult.

The Opel brand has suffered a de-

cline in market share in Germany.
When GM bought Opel in 1929, it
was Germany’s biggest car maker.
But Opel now is threatened by GM’s
financial woes, as well as by a col-
lapse in European auto sales. If Opel
fails, it would be Germany’s biggest
corporate collapse since 1982, when
giant electronic-goods maker AEG
couldn’t service its bank debt, lead-
ing to the company’s breakup and
takeover.

Renault to add French production

Opel aid sparks German rift
Christian Democrats reject partner’s call for government stake in the car maker

By David Pearson

And Geraldine Amiel

French car maker Renault SA is
temporarily increasing production
of one model of its Clio subcompact
car at a plant near Paris to keep up
with a surge in demand brought on
by auto-scrapping incentives across
Europe.

Most of the Clio Campus cars now
aremadeinRenault’sSlovenianplant,
which also makes Renault’s Twingo
city car. Despite the global slump in
the auto sector, sales of the Twingo
and Clio have boomed lately because
of programs in France, Germany and
other countries that give buyers of
new, low-emission cars Œ1,000 to
Œ3,500($1,360to$4,750)iftheyscrap
a car that is more than 10 years old.

To keep up with demand,
Renault will make more Clios in
France at the factory in Flins for at
least five months later this year,
freeing up the Slovenian plant to in-
crease its production of Twingos.

Renault spokeswoman Nathalie
Bourotte says the move won’t entail
any job losses at its Slovenian plant at
Novo mesto, which is at full capacity.

On Friday Industry Minister Luc
Chatel tried to cast Renault’s deci-
sion as evidence that the govern-
ment’s recent Œ6 billion aid plan was
encouraging companies to “repatri-
ate” production to France. “Renault
is conscious that there is an impor-
tant effort under way to make
France’s auto industry more compet-
itive, and it’s translating into a revi-
sion of where they produce their
cars,” he said.

But a Renault spokesperson said

the move shouldn’t be considered
“repatriation” because Clios will
still be manufactured in Slovenia.

The terminology matters be-
cause European Union regulators
and France’s neighbors are on
heightened alert to make sure the
French government doesn’t seek to
unfairly protect domestic auto mak-
ers. In February, President Nicolas
Sarkozy’s aid package to car makers
came under fire because it required
Renault and PSA Peugeot Citroën
SA to pledge not to close factories in
France for the duration of the loans.

A European Commission spokes-
man said the commission will ask
Renault for information on its deci-
sion. The commission fears that, in a
bid to preserve jobs, governments

will adopt protectionist policies to
help national industries. There’s
alsoaworry thattheymaydetercom-
panies from relocating industrial ac-
tivities outside their countries.

Renault’s move will bring some
relief to workers at the Flins plant,
but only temporarily. The increase
in production of Clio Campus cars is
slated to run from June to October
and provide work for some 400 peo-
ple. Renault will offer the spots to
workers at its other plants in France
who are working reduced hours for
lower pay as a result of the slump in
auto sales. The company said it
would assess its production needs
again in October.
 —Leila Abboud

contributed to this article.
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Renault will meet increased demand for its Clio Campus model by temporarily
adding to production at the Flins plant near Paris, creating 400 jobs.

By Jonathan Buck

LONDON—U.K. vehicle produc-
tion fell 61% in February from a year
earlier, as the country’s steep drop
in automotive output continued.

Total production last month fell
to 65,647 vehicles, according to data
released Friday by the Society of Mo-
tor Manufacturers and Traders. Car
output slumped 59% to 59,777 vehi-
cles, while commercial-vehicle pro-
duction tumbled 72% to 5,870 units.
Total output during the first two
months of the year fell 60% to
135,402 vehicles.

“The large fall in February’s vehi-
cle production is a direct result of
weak demand and the need to pro-
tect the highly skilled work force
and valuable industrial capability in
the U.K. automotive sector,” said
Paul Everitt, chief executive of the
manufacturers group.

Peter Mandelson, secretary of
state for business, said the govern-
ment was working to ensure that
the majority of auto companies and
their suppliers had a future.

“We’re going to make sure that
where these companies are viable
going concerns—and that is the
overwhelming majority of them—
they do have a future,” Mr. Mandel-
son said during a visit to Nissan Mo-
tor Co.’s Sunderland plant.

Nissan said in January it planned
to cut 1,200 jobs in Sunderland.
 —Laurence Norman

contributed to this article.

CORPORATE NEWS

By Christoph Rauwald

FRANKFURT—Daimler AG said
Abu Dhabi’s Aabar Investments
PJSC is set to take a 9.1% stake
through the issue of new shares,
becoming the German auto mak-
er’s largest single stockholder.

Daimler said Sunday that Aa-
bar’s investment of Œ1.95 billion
($2.65 billion), increasing capital
by 10%, “further strengthens Daim-
ler’s sound capital base and offers
additional flexibility to invest in
new automotive technologies.”

The Stuttgart-based company
will issue 96,408,000 new no-par-
value shares. The stake held by Ku-
wait, currently Daimler’s largest
shareholder, will decrease to 6.9%
from around 7.6%. Shareholders
gave approval to a capital increase
last year.

The price for the new issue is
Œ20.27 ($27.50) a share. Daimler
shares closed Friday at Œ21.34,
down 1.8%, in Frankfurt.

Daimler’s large number of free-
floating shares had fueled con-
cerns in recent months that activ-
ist shareholders could take a stake
in the parent company of luxury-
car maker Mercedes-Benz and
push for a strategic shift, such as a
potential spinoff of the truck divi-
sion.

Share prices of many major
auto makers have nose-dived in re-
cent months as the industry has
suffered from a steep declined in
demand. Most of Daimler’s Euro-
pean rivals are shielded from such
concerns because they have a dom-
inant shareholder, such as Por-
sche Automobil Holding SE at
Volkswagen AG, the Quandt fam-
ily at BMW AG and the Peugeot
family at French car maker PSA
Peugeot Citroën SA.

“We are delighted to welcome
Aabar as a new major shareholder
that is supportive of our corporate
strategy. We look forward to work-
ing together to pursue joint strate-
gic initiatives,” Daimler Chief Ex-
ecutive Dieter Zetsche said.

Daimler said the cooperation
will focus on joint initiatives in
electric vehicles, the development
of innovative materials for manu-
facturing and projects such as the
establishment of a training center
in Abu Dhabi to educate young peo-
ple for positions in the auto indus-
try.

Aabar is listed on the Abu
Dhabi Securities Exchange and in-
vests in such sectors as autos, en-
ergy, infrastructure, real estate
and financial services. Its largest
shareholder is the International
Petroleum Investment Co., which
is owned by the emirate of Abu
Dhabi. “Daimler is an iconic brand
and a financially strong company
with a reputation for excellence
world-wide. We are delighted at
having received the opportunity
to be making this investment,”
said Aabar Chairman Khadem Al
Qubaisi.

Daimler reported a loss in the
fourth quarter amid a slump at its
core Mercedes-Benz Cars unit and
a loss on its stake in Chrysler LLC.
Daimler has projected a loss this
quarter, as well, as car sales re-
main weak. The company expects
sales to drop significantly this
year and for sales and earnings to
recover slightly next year.

Daimler to sell
Abu Dhabi firm
a stake of 9.1%
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U.K. auto output
tumbles by 61%;
sector aid urged
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Can Kobe Bryant sell Swiss wristwatches?
Nubeo timepieces
top out at $285,000;
Black Mamba series

Bailout for Opel
sparks rift in German
government. Page 4

Hopeful investors
focus on U.S. bank
shares. Page 19

By Sebastian Moffett

PARIS—A young man got two
text messages from his girlfriend.
The first said she wanted to end the
relationship. The second apolo-
gized: She’d meant to send the first
message to another guy.

That counts as a “Vie de merde,”
or “A crappy life,” according to some
70,000 readers of a French Web site
of that name. The site has become a
phenomenon in France by present-
ing a stream of tales of everyday hu-
miliation.

“My boss came into the office and
asked me, ‘What are you working
on?’ I replied, ‘My departure.’ He’d
forgotten I had just been laid off.”

Last year, “Vie de merde” was the
ninth-most-searched-for service on
Google’s French search engine. It re-
ceives a thousand or so new stories
a day, from which the three young
men who run it pick a dozen or so to
post. They make their living from
ads on the site.

The founder, 20-year-old Maxime
Valette, grew up watching subtitled
broadcasts of “Seinfeld.” A couple of
years ago, he started posting his own
stories online about the frustrations
of modern life. His tech gadgets al-
ways had problems. The mailman
didn’t bother to ring the doorbell

when he came to deliver a parcel, but
instead just left a note.

“At first they weren’t funny,” he
says. “They were sad.”

Mr. Valette then opened the site
to outside contributions, and the sto-
ries got funnier: “I came
home starving the other
day, opened the fridge, and
gobbled up some pâté I
found,” ran one. “An hour
later, my girlfriend called to
ask what I’d done with the
leftover cat food.”

A lot of French comedy in-
volves things going farcically
wrong for other people.
French doesn’t have its own
word for Schadenfreude,
though the German word is
sometimes used. But there is a prov-
erb that goes: “Le malheur des uns
fait le bonheur des autres,” or “One
person’s misfortune is another’s hap-
piness.”

Didier Guedj, 49, one of the core
collaborators on the site, says one
criterion for a successful story is
that it must in some way be pathé-
tique—touching. “It’s more like:
‘One person’s misfortunes reassure
another,’” says Mr. Guedj.

The self-deprecation of the sto-
ries comes from people’s desire for
recognition, says Yves-Alexandre

Thalmann, a Swiss psychologist and
author. Many contributors com-
plain about being overlooked in life.

“I ate alone today in the college
cafeteria,” goes one post. “It was my
birthday.”

“In the past, people
used to keep this kind of
story to just a small group
of intimates,” says Mr.
Thalmann. “Now they
want to share this with as
many people as possible”
in hopes of winning ap-
proval from someone. He
calls the phenomenon “ex-
timacy.”

The site, viede-
merde.fr, has a system for
measuring that empathy.

Readers can click a button to vote: “I
validate this. It’s a crappy life.”

One of the most validated so far?
“My 4-year-old daughter and I were
getting ready to take a photo with
Santa Claus at a mall when a bunch
of youths arrived shouting,
‘Faaaake!!’ and tore off his beard.”

A tiny fraction of the stories sent
in make the cut. The French-lan-
guage site now features about 7,200
vignettes, picked from nearly
400,000 sent in. Criteria for posting
are that they be original, funny—
and not concern accidents, serious

illness or death.
One woman wrote in with a story

that went something like: My hus-
band was in a traffic accident, and
he died. The editors chose not to
post it. But when the woman re-
ceived Vie de merde’s automatic re-
jection e-mail, she wrote back say-
ing she’d known it would be refused,
but that it had helped her to share it
with them, Mr. Valette recalls.

They did, however, post the fol-
lowing story about a cat: “Today, a
friend of mine decapitated her cat
by closing the window just as it was
passing through.”

Mr. Valette and his friends admit
they have no way to verify whether or
not the stories are actually true. But
they claim to have a sense about it,
and the cat story had a ring of verac-
ity, says Guillame Passaglia, 27, one of
Mr. Valette’s closest collaborators.

“I once saw a cat caught between
a mechanical sliding gate and a con-
crete wall,” he says, by way of expla-
nation. “It wasn’t decapitated, but it
was still crushed to death.”

The team once posted a tale
about a young man’s unfortunate
amorous escapade. He and his part-
ner stripped off in the open air and
were warming up among some vege-
tation, went the story. It turned out
to be poison ivy, causing a painful

rash that put a stop to the fun.
A few days later, a commentator

told them it takes several hours for a
poison ivy rash to develop, so thestory
couldn’t be true. They took it down.

One recent evening, in an apart-
ment the editors rent in Paris’s quiet
13th arrondissement, Mr. Guedj and
others junked about 40 tales in a row
as unfunny, or unlikely, or both: A stu-
dent overslept and was late for her
course. A hamster is bought to re-
place one that has died, but this is also
dead. A man’s girlfriend indicates she
might have slept with his father.

Some things don’t always trans-
late. When trying to launch an Eng-
lish-language version of the site,
they first named it the un-English-
sounding “What a Fail,” and it didn’t
take off. Now it’s called “F My Life,”
and stories are flooding in.

But the content is often similar.
“It’s like there’s a kind of solidarity
among all countries when it comes
to misfortune,” says Mr. Guedj. “We
are all in a big, international pile of
crap—but we’re in it together.”

French Web site celebrates international pile of merde

By Ray A. Smith

Kobe Bryant has earned millions
from celebrity endorsements with
Coca-Cola Co. and Nike Inc. Now, a
small Swiss watchmaker wants in
on the action, too.

Nubeo, a high-end watch brand
known for its jellyfish-shaped
watches, has teamed up with the bas-
ketball star to create a limited-edi-
tion line of high-tech sport watches
starting at about $21,000 and top-
ping out at $285,000. The Black
Mamba series—a play on Mr. Bry-
ant’s nickname—will be unveiled
this week at Baselworld, the watch
and jewelry show held annually in
Basel, Switzerland, and will go on
sale in the U.S. this fall, the watch-
maker’s American debut.

While NBA players have been
some of the biggest product endors-
ers, it is rare for a luxury watch
brand to pair up with a basketball
star. Such brands have typically
showcased athletes from tennis and
golf.

Ivan Castro, a Madrid-born jew-
elry designer who co-founded
Nubeo in 2004, is a huge basketball
fan. Mr. Castro reached out to Mr.
Bryant’s agent and marketing man-
ager who arranged a meeting with

the Los Angeles Lakers star last fall.
Mr. Bryant, who speaks Spanish and
Italian and has a global following, es-
pecially in China, had international
flair needed for the watches, Mr. Cas-
tro says.

Mr. Bryant, who confesses to
owning “quite a few watches,” says,
“I don’t do deals or partnerships
where I don’t get thoroughly in-
volved.”

He compares the Nubeo line to
his on-court play. “It’s just a beauti-
ful watch but you don’t see all the in-

tricacies.”
Black Mamba’s unveil-

ing couldn’t be more un-
timely. Consultant Bain &
Co. last month forecast glo-
bal luxury consumption this
year would drop 10% to 15%
from 2008.

Swiss watch exports plunged for
the fourth straight month in Febru-
ary, falling 22.4% compared with
the year-earlier period, says the
Federation of the Swiss Watch In-
dustry. When consumers cut back,

if they buy
at all, they’re

more likely to
buy blue-chip
brands, some ana-
lysts say, and that
h u r ts n i c h e

brands like Nubeo.
Mr. Castro disagrees. His con-

sumers “wear something different
from the big brand names,” he says.
“We must try to follow our own per-
sonality, our own rules so we don’t
go to tennis and golf people,” says

the 37-year-old executive.
Nubeo, pronounced new-bay-oh

and whose rough translation from
Latin, the company says, means
“shape of a cloud,” makes about
4,000 watches a year. It declined to
disclose sales.

Celebrity athlete endorsers can
be “great for establishing a new, ul-
tra high-end brand,” says Raymond
Graj, operational strategist at Graj +
Gustavsen, a New York brand consul-
tancy. But any off-court problems
can “torpedo” a brand, he says.

Mr. Bryant, who is married,
faced a felony sexual assault charge
in the summer of 2003 after a Colo-
rado woman accused him of rape.
Mr. Bryant said the sex was consen-
sual. The charge was dismissed.
Some sponsors such as McDonald’s
Corp. and Coca-Cola’s Sprite
dropped Mr. Bryant after the accusa-
tion, while Nike stripped his name
off a shoe it had planned. Nike and
Coca-Cola have since resumed rela-
tionships with him.

Mr. Castro says he isn’t con-
cerned the past incident would tar-
nish the brand. Nubeo declined to
disclose terms of its pact with Mr.
Bryant. Mr. Bryant will be paid
based on watches sold, a person fa-
miliar with the matter said. The part-
nership runs until 2010 with the po-
tential to be extended.

Nubeo is making just 1,074 of the
Kobe watches. Some styles are
adorned with sapphires. It plans
print and TV ads featuring Mr. Bry-
ant for the fall.

Rule of lawlessness reigns in Russia.
Lawyer’s killing contrasts with Medvedev’s
pledge to restore order. Pages 16-17

A Black Mamba watch, top, and a
Black Mamba MVP with sapphires,
bottom, play on the nickname of
U.S. basketball star Kobe Bryant.

Maxime Valette
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Online today
See how Vie de Merde allows people
from around the world to share life’s

miseries, at WSJ.com/Video.

s Copyright 2009 Dow Jones & Company. All Rights Reserved THE WALL STREET JOURNAL EUROPE. MONDAY, MARCH 23, 2009 29



ExxonMobil is committed to developing technologies that increase energy efficiency while

reducing greenhouse gas emissions. An example of this can be found at our Antwerp

refinery, which recently started up a new, state-of-the-art cogeneration unit. This unit utilises

advanced technology to capture and recycle excess heat from the generation of electricity.

Since total energy consumption with cogeneration is less than with separate facilities for

power and steam, fewer greenhouse gases are produced. The result: a significantly more

efficient power source that will help in reducing Europe’s CO2 emissions.

The story continues at exxonmobil.com

“Cogeneration’s making a big
difference. The Antwerp refinery
will eliminate 200,000 tonnes of
CO2 per year—the equivalent of
permanently removing 90,000
cars from Europe’s roads.”

Luc Van Vooren, Engineer

A powerful technology
is energising Antwerp
and reducing emissions.
It’s called cogeneration.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.74% 9 World -a % % 149.22 –1.62% –44.0% 6.25% 9 U.S. Select Dividend -b % % 434.14 –1.77% –45.6%

3.22% 11 Global Dow 911.20 –0.39% –37.7% 1312.82 –1.58% –45.2% 5.10% 13 Infrastructure 1104.20 0.82% –28.9% 1428.07 –0.38% –37.4%

4.36% 11 Stoxx 600 172.60 0.41% –41.9% 174.85 –0.78% –48.8% 2.60% 5 Luxury 548.80 –0.28% –36.9% 631.10 –1.47% –44.4%

4.48% 11 Stoxx Large 200 187.00 0.40% –41.6% 188.39 –0.80% –48.6% 13.38% 2 BRIC 50 246.50 –0.53% –40.5% 318.81 –1.72% –47.6%

3.73% 14 Stoxx Mid 200 152.30 0.60% –42.0% 153.49 –0.60% –49.0% 3.73% 10 Africa 50 550.00 1.52% –47.0% 473.58 0.30% –53.4%

3.78% 10 Stoxx Small 200 92.90 0.30% –45.4% 93.53 –0.90% –51.9% 7.27% 5 GCC % % 1081.96 0.00% –62.8%

4.56% 9 Euro Stoxx 189.00 0.51% –43.5% 191.52 –0.69% –50.2% 4.56% 8 Sustainability 573.70 0.01% –38.5% 657.11 –1.18% –45.9%

4.64% 9 Euro Stoxx Large 200 203.60 0.50% –43.3% 204.95 –0.70% –50.1% 3.06% 10 Islamic Market -a % % 1342.60 –1.30% –37.5%

4.15% 9 Euro Stoxx Mid 200 168.90 0.54% –43.5% 169.95 –0.66% –50.3% 3.48% 9 Islamic Market 100 1324.60 0.02% –24.4% 1537.79 –1.17% –33.5%

4.18% 13 Euro Stoxx Small 200 102.10 0.71% –46.0% 102.68 –0.49% –52.5% 3.48% 9 Islamic Turkey -c % % % %

7.24% 7 Stoxx Select Dividend 30 977.60 –0.55% –58.7% 1134.95 –1.74% –63.7% 2.98% 10 Wilshire 5000 % % 7801.35 –2.05% –41.5%

6.50% 11 Euro Stoxx Select Div 30 1122.90 0.25% –56.8% 1308.62 –0.94% –62.0% % DJ-AIG Commodity 114.50 1.50% –35.0% 112.81 0.29% –42.8%

*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 5 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 1.4523 2.0977 1.2914 0.1778 0.0433 0.2274 0.0151 0.3602 1.9696 0.2644 1.1742 ...

 Canada 1.2369 1.7864 1.0998 0.1514 0.0369 0.1937 0.0129 0.3068 1.6774 0.2251 ... 0.8516

 Denmark 5.4937 7.9348 4.8848 0.6725 0.1639 0.8603 0.0571 1.3625 7.4506 ... 4.4417 3.7827

 Euro 0.7374 1.0650 0.6556 0.0903 0.0220 0.1155 0.0077 0.1829 ... 0.1342 0.5962 0.5077

 Israel 4.0320 5.8236 3.5851 0.4936 0.1203 0.6314 0.0419 ... 5.4682 0.7339 3.2599 2.7762

 Japan 96.1950 138.9392 85.5333 11.7753 2.8693 15.0634 ... 23.8579 130.4597 17.5101 77.7742 66.2351

 Norway 6.3860 9.2236 5.6782 0.7817 0.1905 ... 0.0664 1.5838 8.6607 1.1624 5.1631 4.3971

 Russia 33.5256 48.4227 29.8098 4.1039 ... 5.2499 0.3485 8.3149 45.4674 6.1026 27.1056 23.0841

 Sweden 8.1692 11.7992 7.2638 ... 0.2437 1.2792 0.0849 2.0261 11.0791 1.4870 6.6048 5.6249

 Switzerland 1.1247 1.6244 ... 0.1377 0.0335 0.1761 0.0117 0.2789 1.5253 0.2047 0.9093 0.7744

 U.K. 0.6924 ... 0.6156 0.0848 0.0207 0.1084 0.0072 0.1717 0.9390 0.1260 0.5598 0.4767

 U.S. ... 1.4444 0.8892 0.1224 0.0298 0.1566 0.0104 0.2480 1.3562 0.1820 0.8085 0.6885

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 unch. unch. 822.00 315.75
Soybeans (cents/bu.) CBOT 952.00 11.50 1.22% 1,644.50 786.50
Wheat (cents/bu.) CBOT 550.25 –5.00 –0.90% 1,190.00 484.25
Live cattle (cents/lb.) CME 82.850 –0.275 –0.33 116.700 78.600
Cocoa ($/ton) ICE-US 2,585 –6 –0.23 3,214 1,910
Coffee (cents/lb.) ICE-US 116.20 0.05 0.04 181.50 104.35
Sugar (cents/lb.) ICE-US 13.54 –0.08 –0.59 15.95 9.94
Cotton (cents/lb.) ICE-US 44.08 1.21 2.82 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,985.00 74 3.87 2,020 1,599
Cocoa (pounds/ton) LIFFE 1,921 unch. unch. 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,560 –5 –0.32 2,390 1,425

Copper (cents/lb.) COMEX 179.60 –1.15 –0.64 388.00 127.10
Gold ($/troy oz.) COMEX 956.20 –2.60 –0.27 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1384.00 32.00 2.37 2,130.00 865.00
Aluminum ($/ton) LME 1,469.50 34.50 2.40 3,340.00 1,288.00
Tin ($/ton) LME 10,255.00 –295.00 –2.80 25,450.00 9,750.00
Copper ($/ton) LME 3,959.00 –16.00 –0.40 8,811.00 2,815.00
Lead ($/ton) LME 1,310.50 –30.00 –2.24 2,955.00 870.00
Zinc ($/ton) LME 1,254.00 6.50 0.52 2,388.00 1,065.00
Nickel ($/ton) LME 9,950 –145 –1.44 31,490 9,000

Crude oil ($/bbl.) NYMEX 52.07 0.03 0.06 143.32 39.42
Heating oil ($/gal.) NYMEX 1.3998 0.0285 2.08 4.2125 1.1399
RBOB gasoline ($/gal.) NYMEX 1.4733 0.0170 1.17 3.7050 1.0442
Natural gas ($/mmBtu) NYMEX 4.306 0.065 1.53 11.817 3.743
Brent crude ($/bbl.) ICE-EU 51.22 0.55 1.09 144.55 40.52
Gas oil ($/ton) ICE-EU 444.00 7.75 1.78 1,350.50 367.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on March 20
Per In

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

Argentina peso-a 4.9552 0.2018 3.6538 0.2737

Brazil real 3.0508 0.3278 2.2496 0.4445
Canada dollar 1.6774 0.5962 1.2369 0.8085

1-mo. forward 1.6774 0.5962 1.2368 0.8085
3-mos. forward 1.6758 0.5967 1.2357 0.8093
6-mos. forward 1.6730 0.5977 1.2336 0.8106

Chile peso 796.70 0.001255 587.45 0.001702
Colombia peso 3177.71 0.0003147 2343.10 0.0004268
Ecuador US dollar-f 1.3562 0.7374 1 1
Mexico peso-a 19.1665 0.0522 14.1325 0.0708
Peru sol 4.2252 0.2367 3.1155 0.3210
Uruguay peso-e 32.074 0.0312 23.650 0.0423
U.S. dollar 1.3562 0.7374 1 1
Venezuela bolivar 2.91 0.343387 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9696 0.5077 1.4523 0.6886
China yuan 9.2599 0.1080 6.8279 0.1465
Hong Kong dollar 10.5107 0.0951 7.7501 0.1290
India rupee 68.5152 0.0146 50.5200 0.0198
Indonesia rupiah 15942 0.0000627 11755 0.0000851
Japan yen 130.46 0.007665 96.20 0.010396

1-mo. forward 130.42 0.007668 96.17 0.010399
3-mos. forward 130.29 0.007675 96.07 0.010409
6-mos. forward 130.02 0.007691 95.87 0.010430

Malaysia ringgit-c 4.9400 0.2024 3.6425 0.2745
New Zealand dollar 2.4194 0.4133 1.7840 0.5606
Pakistan rupee 108.835 0.0092 80.250 0.0125
Philippines peso 65.437 0.0153 48.250 0.0207
Singapore dollar 2.0539 0.4869 1.5145 0.6603
South Korea won 1900.44 0.0005262 1401.30 0.0007136
Taiwan dollar 45.819 0.02182 33.785 0.02960
Thailand baht 47.887 0.02088 35.310 0.02832

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

Euro zone euro 1 1 0.7374 1.3562
1-mo. forward 1.0001 0.9999 0.7375 1.3560
3-mos. forward 1.0001 0.9999 0.7375 1.3560
6-mos. forward 0.9996 1.0004 0.7371 1.3567

Czech Rep. koruna-b 26.666 0.0375 19.662 0.0509
Denmark krone 7.4506 0.1342 5.4937 0.1820
Hungary forint 301.61 0.003316 222.40 0.004497
Norway krone 8.6607 0.1155 6.3860 0.1566
Poland zloty 4.5869 0.2180 3.3822 0.2957
Russia ruble-d 45.467 0.02199 33.526 0.02983
Sweden krona 11.0791 0.0903 8.1692 0.1224
Switzerland franc 1.5253 0.6556 1.1247 0.8892

1-mo. forward 1.5244 0.6560 1.1240 0.8897
3-mos. forward 1.5220 0.6570 1.1223 0.8911
6-mos. forward 1.5178 0.6589 1.1191 0.8935

Turkey lira 2.2879 0.4371 1.6870 0.5928
U.K. pound 0.9390 1.0650 0.6924 1.4444

1-mo. forward 0.9390 1.0650 0.6924 1.4443
3-mos. forward 0.9388 1.0652 0.6922 1.4446
6-mos. forward 0.9379 1.0662 0.6916 1.4460

MIDDLE EAST/AFRICA
Bahrain dinar 0.5112 1.9561 0.3770 2.6529
Egypt pound-a 7.6324 0.1310 5.6278 0.1777
Israel shekel 5.4682 0.1829 4.0320 0.2480
Jordan dinar 0.9615 1.0400 0.7090 1.4104
Kuwait dinar 0.3933 2.5426 0.2900 3.4483
Lebanon pound 2034.98 0.0004914 1500.50 0.0006665
Saudi Arabia riyal 5.0862 0.1966 3.7503 0.2666
South Africa rand 13.0277 0.0768 9.6060 0.1041
United Arab dirham 4.9820 0.2007 3.6735 0.2722

SDR -f 0.8975 1.1142 0.6618 1.5111

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 600 172.58 0.71 0.41% –12.4% –41.9%

 12 DJ Stoxx 50 1765.67 2.03 0.12 –14.5% –40.0%

 9 Euro Zone DJ Euro Stoxx 189.03 0.97 0.52 –15.2% –43.5%

 8 DJ Euro Stoxx 50 2050.96 11.38 0.56 –16.3% –41.5%

 4 Austria ATX 1627.43 16.06 1.00 –7.0% –54.4%

 4 Belgium Bel-20 1708.66 19.02 1.13 –10.5% –52.8%

 6 Czech Republic PX 730.0 –12.6 –1.70% –14.9% –51.9%

 10 Denmark OMX Copenhagen 207.44 –1.38 –0.66 –8.3% –46.1%

 8 Finland OMX Helsinki 4624.68 –105.84 –2.24 –14.4% –49.7%

 8 France CAC-40 2791.14 14.15 0.51 –13.3% –38.4%

 11 Germany DAX 4068.74 25.28 0.63 –15.4% –35.6%

 … Hungary BUX 10719.01 464.65 4.53 –12.4% –50.2%

 4 Ireland ISEQ 2146.04 47.36 2.26 –8.4% –65.2%

 5 Italy S&P/MIB 14948 199 1.35 –23.2% –50.8%

 6 Netherlands AEX 212.71 2.33 1.11 –13.5% –50.0%

 6 Norway All-Shares 265.91 2.54 0.96 –1.6% –42.1%

 17 Poland WIG 23581.88 252.93 1.08 –13.4% –48.6%

 12 Portugal PSI 20 6147.04 –38.78 –0.63 –3.1% –38.8%

 … Russia RTSI 696.93 2.24 0.32% 10.3% –64.5%

 7 Spain IBEX 35 7710.0 8.4 0.11 –16.2% –40.5%

 15 Sweden OMX Stockholm 202.44 –4.55 –2.20% –0.9% –31.4%

 9 Switzerland SMI 4787.17 –7.46 –0.16 –13.5% –31.7%

 6 Turkey ISE National 100 24038.89 70.06 0.29 –10.5% –39.5%

 8 U.K. FTSE 100 3842.85 25.92 0.68 –13.3% –30.1%

 10 ASIA-PACIFIC DJ Asia-Pacific 82.64 –1.44 –1.71 –11.7% –41.2%

 … Australia SPX/ASX 200 3465.8 –14.4 –0.41 –6.9% –32.4%

 18 China CBN 600 19531.30 –36.81 –0.19 32.3% –39.0%

 10 Hong Kong Hang Seng 12833.51 –297.41 –2.26 –10.8% –39.2%

 11 India Sensex 8966.68 –35.07 –0.39 –7.1% –40.2%

 … Japan Nikkei Stock Average 7945.96 Closed –10.3% –36.3%

 … Singapore Straits Times 1596.92 12.06 0.76 –9.3% –43.5%

 11 South Korea Kospi 1170.94 9.13 0.79 4.1% –28.8%

 9 AMERICAS DJ Americas 196.70 –4.12 –2.05 –13.0% –42.3%

 … Brazil Bovespa 40076.41 –377.02 –0.93 6.7% –32.1%

 12 Mexico IPC 19363.30 –233.21 –1.19 –13.5% –33.4%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Mar. 20, 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* 201.09 1.88%–11.7% –45.7%

4.30% 9 World (Developed Markets) 803.11 1.81%–12.7% –44.8%

3.90% 10 World ex-EMU 94.71 1.17%–12.0% –43.2%

4.10% 10 World ex-UK 806.37 1.52%–12.7% –43.9%

5.40% 7 EAFE 1,067.45 5.06%–13.7% –48.4%

4.30% 7 Emerging Markets (EM) 557.46 2.50% –1.7% –52.3%

6.20% 7 EUROPE 60.00 0.61%–13.6% –46.1%

7.00% 6 EMU 118.40 5.56%–16.7% –52.6%

6.30% 7 Europe ex-UK 66.45 0.85%–14.4% –45.4%

8.60% 5 Europe Value 64.67 1.67%–16.6% –50.1%

4.20% 10 Europe Growth 53.95 –0.30%–10.7% –42.2%

5.70% 7 Europe Small Cap 95.17 1.11% –5.7% –51.0%

5.30% 3 EM Europe 150.96 2.39% –5.0% –63.3%

6.00% 6 UK 1,129.20 0.37%–14.1% –35.5%

5.50% 7 Nordic Countries 94.62 2.86% –3.5% –49.4%

4.00% 3 Russia 434.75 4.76% 5.5% –67.8%

5.00% 9 South Africa 563.81 5.62% –2.6% –24.2%

5.30% 8 AC ASIA PACIFIC EX-JAPAN 236.18 2.49% –4.5% –51.2%

2.90% 10 Japan 471.58 –0.09%–11.0% –44.0%

3.50% 9 China 39.76 0.96% –2.5% –46.3%

2.00% 9 India 350.84 0.57% –5.0% –51.6%

2.20% 8 Korea 319.99 –0.98% 4.2% –31.3%

8.60% 8 Taiwan 188.23 –0.29% 8.6% –42.5%

3.30% 13 US BROAD MARKET 856.16 –1.15%–12.8% –40.9%

2.70% 49 US Small Cap 1,049.79 –0.87%–15.8% –42.0%

4.10% 8 EM LATIN AMERICA 2,200.22 2.53% 5.9% –50.8%

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

GLOBAL MARKETS LINEUP

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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SocGen’s top managers to give up rights to stock options

UBP founder aims to repair image
Edgar de Picciotto
takes more active role
after Madoff losses

Looking for help
Italian banks seeking aid from 
the government 

*Also seeking aid from Austrian government 

Source: the companies

Intesa
Sanpaolo SpA

UniCredit
SpA*

Banco
Popolare

Œ1.45
billion

Œ4
billion

Œ4
billion

Intesa seeks aid after posting loss

By Nicolas Parasie

PARIS—Société Générale SA’s
top four managers will give up
their rights to stock options in a
plan under attack by political lead-
ers, according to a letter the
French bank wrote to its staff.

“To cut short the current contro-
versy, we have decided to renounce
rights to the stock options,” the man-
agers wrote in a letter reviewed by
Dow Jones Newswires.

“Doing this will give us all the
means to preserve, in a difficult pe-
riod, our businesses and the social
pact of Société Générale,” the let-

ter added.
Société Générale’s bo-

nus plans triggered public
outcry last week, when it
emerged that the bank had
decided to grant stock op-
tions for 2008 to its nonex-
ecutive chairman, Daniel
Bouton, Chief Executive Fre-
deric Oudea and deputy-
CEOs Didier Alix and Sev-
erin Cabannes.

The bonuses came de-
spite the fact that Societe
Generale last year received Œ1.7 bil-
lion ($2.3 billion) in government aid
as part of a plan to support banks

amid the credit crisis.
Last week, Société

Générale said the man-
agers wouldn’t exercise
their options as long as the
bank benefited from state
funding. On Sunday,
French Finance Minister
Christine Lagarde pushed
the bank to drop the stock-
option plan completely.

“It’s high time that So-
ciété Générale gets in tune
a bit more with public in-

terest,” she told French radio sta-
tion Europe 1. “I won’t be content
with this half-measure.”

President Nicolas Sarkozy had
called the stock-option program “a
scandal.” The French president is
facing criticism of his government’s
handling of the financial crisis, as
well as the Œ26 billion stimulus plan
and measures adopted in recent
weeks that all focus on investment
rather than household incomes.

In the bank’s letter to employees,
the four bonus recipients acknowl-
edged that the stock-option plan
“has been judged very inopportune
by public opinion and triggered a
strong indignation.” The letter is ex-
pected to be sent to Société
Générale employees on Monday.

UBP Chairman Edgar de Picciotto has slashed the bank’s holdings in stocks and
hedge funds and put clients’ money into cash, gold and bonds.

By Stacy Meichtry

ROME—Intesa Sanpaolo SpA
will seek Œ4 billion ($5.47 billion) in
aid from the Italian government as
the bank swung to a loss in the final
three months of 2008.

Intesa reported a fourth-quarter
net loss of Œ1.23 billion, compared
with a Œ504 million net profit in the
year-earlier period. The bank also
booked Œ2.96 billion in write-downs
and confirmed it won’t pay divi-
dends for 2008.

Intesa Chief Executive Corrado
Passera described plans to tap gov-
ernment funds as an “insurance
policy” against unpredictable fi-
nancial turmoil.

Intesa, like other Italian banks, is
coming under scrutiny from inves-
tors who are worried about the

strength of its capital. Intesa and
other banks will draw upon a lend-
ing program of as much as Œ12 bil-
lion that Prime Minister Silvio Ber-
lusconi’s government set up in Feb-
ruary to assist banks.

Intesa said it expects the govern-
ment funds to raise its core Tier 1 ra-
tio, a measure of a bank’s capital
against risky assets, to 7.4% from
6.3% at the end of 2008. Mr. Passera
said he hoped the bank will pay a div-
idend on 2009 results.

Intesa also is one of the biggest
lenders in Central and Eastern Eu-
rope, where the deterioration of fi-
nancial markets have left Italian
banks exposed to souring loans.

Earlier this month, Standard &
Poor’s revised Intesa’s credit out-
look to “negative” from “stable,” cit-
ing the bank’s exposure to Œ28 bil-

lion in loans in Central and Eastern
Europe, accounting for 7% of Inte-
sa’s total loan portfolio.

Intesa said its operations in the
region racked up Œ157 million in
doubtful loans at the end of 2008.

Intesa’s fourth-quarter loss
could stoke investor concerns over
how prepared Intesa is to cope with
the financial crisis. Intesa has retail
operations that generate strong
cash flow, helping to cushion the
bank against stock-market swings.

However, a number of Intesa’s eq-
uity investments soured in 2008, in-
cluding the bank’s stake in Telco, the
controlling shareholder of Telecom
Italia SpA. In addition, Intesa said
goodwill write-downs totaled Œ1.07
billion in the fourth quarter.

Intesa’s net-interest income in the
fourth quarter rose to Œ2.89 billion

from Œ2.79 billion during the same pe-
riod a year earlier. Commissions fell
to Œ1.29 billion from Œ1.63 billion.

 —Sabrina Cohen in Milan
contributed to this article.

By Ellen Byron

As the succession race inside
Procter & Gamble Co. intensifies,
CEO A.G. Lafley is publishing a blue-
print of what he thinks his job en-
tails.

Conceding that P&G’s own corpo-
rate culture had been far too intro-
verted, Mr. Lafley argues in the May
issue of Harvard Business Review
why a chief executive must remain
focused on factors outside the com-
pany. The CEO, he writes, is the only
one qualified for determining which
customers, businesses and results
are most important, setting realis-
tic short-and long-term growth
goals and keeping company stan-
dards relevant to the outside world.

Most people misunderstand the
role of the corporate chief, Mr. Laf-
ley says. “Conventional wisdom sug-
gests that the CEO is primarily a
coach and a utility infielder, drop-
ping in to solve problems where
they crop up,” he writes, referencing
his close confidant, the deceased
management guru Peter Drucker.
“In fact, however, the CEO has a very
specific job that only he or she can
do: link the external world with the
internal organization.”

Many of the challenges Mr. Lafley
outlines in his CEO manifesto mirror
those he faces right now. P&G, nor-
mally considered a haven for inves-
tors amid economic downturns, has
suffered this recession, with a share-
price drop of more than 25% so far
this year. The difficulty that Mr. Laf-
ley describes of CEOs having to de-
fine realistic growth goals resembles
his own lowering of P&G’s growth ex-
pectations this past December, and
then again in January—a rare in-
stance in Mr. Lafley’s nearly decade-
long CEO tenure that he has had to do
so. Likewise, Mr. Lafley’s discussion
of short-term gains against long-
term investment closely reflects ana-
lysts’ mounting worries that P&G is
cutting back on marketing its brands
in order to make its quarterly profit
targets.

Indeed, the only crisis Mr. Lafley
has faced that is bigger than today’s
recession is his own appointment at
the helm of P&G, which he details in
the piece. The company’s share
price fell 11% during the week in
June 2000 when he was appointed
CEO, and it suffered a loss of $85 bil-
lion in market capitalization during
that summer. He likened appearing
in front of news cameras his first
day on the job to being “a deer in the
headlights,” as he tried to explain
his plans to fix the company’s plum-
meting results at the time. (A photo
of that on-air appearance hangs on
Mr. Lafley’s office wall as a re-
minder of that day).

To get P&G back on track, Mr. Laf-
ley describes how he had to make
the company’s culture less insular.
“Years of success combined with the
heady dot-com boom had led us to
lose touch, to some extent, with why
P&G was in business,” Mr. Lafley
writes. He worked to “hammer
home” that the “consumer is boss,”
and that all work should be oriented
toward serving them. Employee
mindset had to be reset, too. “Trust
had come to mean employee reli-
ance on the company for lifetime
jobs. Now it means consumers’ trust
in P&G brands,” Mr. Lafley says.

Nicolas Sarkozy

By Cassell Bryan-Low

GENEVA—Edgar de Picciotto,
founder of Union Bancaire Privée,
built the exclusive Swiss bank into
the world’s largest investor in
hedge funds by making good calls,
such as backing the likes of George
Soros in the early 1970s. Now, the
80-year-old financier faces among
the toughest calls of his profes-
sional life: how to rebuild the repu-
tation of a bank that lost hundreds
of millions of dollars of client
money with Bernard Madoff.

UBP has found itself under scru-
tiny for its role as one of a number
of large European and American in-
stitutions that fed client money
into Mr. Madoff’s Ponzi scheme, a
role it played despite warnings
from its own research department.
Thanks to that and other invest-
ment losses, the bank saw its total
assets fall 26% to $89.5 billion in
2008.

The bank’s troubles are a blow
for Mr. de Picciotto, the bank’s
chairman and main shareholder. In
response, he is taking a more active
role, scrambling to cut back on risk
and mollify clients. He has slashed
the bank’s holdings in stocks and
hedge funds, putting clients’
money into cash, gold and bonds,
and moved to strengthen the
bank’s risk-management process.

Earlier this month, UBP offered

to compensate its clients for 50% of
the money they initially invested
with Mr. Madoff if they agree to
stay with the bank for the next five
years and promise not to sue.

“We recognize the difficult situ-
ation our clients faced” as a result
of the Madoff losses, said Chris-
tophe Bernard, UBP’s chief invest-
ment officer in an interview.

Mr. Madoff earlier this month
confessed to committing one of the
largest frauds in history. A UBP
spokesperson said Mr. de Picciotto
wasn’t available for comment. UBP
has said “at no moment whatso-
ever did anyone at UBP believe that
Mr. Madoff could possibly be perpe-
trating a fraud.”

UBP faces an uphill battle, one
that reflects a broader struggle un-

derway in the world of Swiss pri-
vate banking, which has seen its
reputation for discretion and con-
servatism tarnished by the Madoff
scandal and a U.S. investigation
into tax fraud. Swiss banking giant
UBS AG has already offered up the
names of some clients as part of a
settlement with the US, and faces
pressure to disclose thousands
more. Meanwhile, Switzerland is
under intense international pres-
sure to relax the bank-secrecy laws
that have long been one of its key at-
tractions.

Mr. de Picciotto, of Syrian-Leba-
nese descent, moved to Switzer-
land in the 1950s and worked as a
banker before founding UBP’s pre-
decessor in 1969. From the bank’s
discreet headquarters on one of

Geneva’s main luxury-shopping
drags, he built a customer base of
rich individuals and institutions
throughout Europe, the U.S. and
the Middle East. Thanks in part to a
number of lucrative bets, UBP’s as-
sets boomed, to about $120 billion
at the end of 2007.

Amid the market turmoil of
2008, though, UBP lost its footing.
The value of the bank’s hedge-fund
investments nearly halved, to $31
billion, due to investment losses,
client withdrawals, the bank’s own
reallocation of assets and other fac-
tors. Among clients that have with-
drawn assets is the Qatar Invest-
ment Authority, a person familiar
with the matter said. Mr. Bernard
and a QIA spokesman declined to
comment.

In December, UBP said it had
$700 million of exposure to Mr.
Madoff through its funds of funds
and the client portfolios for which
it makes investment decisions.

The dismal performance forced
Mr. de Picciotto into action. Late
last year, in a big move for a bank
that has long touted its expertise in
selecting hedge-fund managers, he
cut the bank’s exposure to hedge
funds in half, to 15%, and slashed
stock investments to zero. He
moved to pull money from hedge-
fund managers who, like Mr. Mad-
off, don’t use independent adminis-
trators, which perform duties such
as calculating the value of the
fund’s assets. He also created the
new role of chief risk officer within
UBP’s hedge-fund business.

Mr. Bernard said, “Our role in
2009 is not to be heroes, we want to
preserve capital.”

CORPORATE NEWS

P&G’s Lafley sees
CEOs as links
to outside world

U
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 38.10 $25.33 –0.27 –1.05%
Alcoa AA 88.80 6.54 0.14 2.19%
AmExpress AXP 27.20 12.26 –0.81 –6.20%
BankAm BAC 544.50 6.19 –0.74 –10.68%
Boeing BA 10.40 32.55 –0.64 –1.93%
Caterpillar CAT 16.00 27.07 –1.34 –4.72%
Chevron CVX 20.10 64.71 –2.42 –3.60%
Citigroup C 564.10 2.62 0.02 0.77%
CocaCola KO 16.90 42.64 0.46 1.09%
Disney DIS 15.60 17.45 –0.25 –1.41%
DuPont DD 8.40 20.66 –0.85 –3.95%
ExxonMobil XOM 49.10 66.09 –2.24 –3.28%
GenElec GE 229.40 9.54 –0.59 –5.82%
GenMotor GM 26.70 3.18 0.31 10.80%
HewlettPk HPQ 21.20 28.85 –0.25 –0.86%
HomeDpt HD 20.80 22.16 –0.28 –1.25%
Intel INTC 77.70 14.65 –0.50 –3.30%
IBM IBM 11.40 92.51 –0.15 –0.16%
JPMorgChas JPM 98.50 23.15 –1.80 –7.21%
JohnsJohns JNJ 25.60 51.67 1.61 3.22%
KftFoods KFT 14.00 22.14 –0.02 –0.09%
McDonalds MCD 12.30 53.20 –1.51 –2.76%
Merck MRK 23.70 26.72 0.68 2.61%
Microsoft MSFT 73.50 17.06 –0.08 –0.47%
Pfizer PFE 63.60 13.63 –0.07 –0.51%
ProctGamb PG 19.30 45.59 –0.72 –1.55%
3M MMM 7.30 45.93 –1.54 –3.24%
UnitedTech UTX 9.30 40.53 –0.52 –1.27%
Verizon VZ 22.80 29.61 –0.64 –2.12%
WalMart WMT 22.90 49.59 –0.36 –0.72%

Dow Jones Industrial Average P/E: 24
LAST: 7278.38 t 122.42, or 1.65%

YEAR TO DATE: t 1,498.01, or 17.1%

OVER 52 WEEKS t 5,082.94, or 41.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, European
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 $252 7.7% 35% 42% 22% 2%

Deutsche Bank 224 6.9% 29% 40% 28% 3%

UBS 214 6.6% 22% 27% 50% 1%

BNP Paribas 207 6.3% 7% 66% 18% 9%

Bank of America - Merrill Lynch 164 5.1% 10% 34% 56% …%

Credit Suisse 152 4.7% 4% 65% 30% 1%

RBS 141 4.3% 18% 59% 17% 5%

Morgan Stanley 138 4.2% 26% 25% 49% …%

Citi 119 3.7% 2% 50% 46% 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

Glencore Intl "1,332" –52 –24 87 Nestle  75 2 3 21

UBS AG 268 –52 –87 –10 SES 178 2 –1 29

Norske Skogindustrier ASA "1,250" –50 –91 50 Anglo Amern  421 3 –3 75

Clariant AG 423 –44 –47 –55 Cable & Wireless 322 4 –18 –14

Credit Suisse  192 –43 –64 12 Veolia Environnement 158 8 17 46

Prudential  810 –40 –78 263 Gas Nat SDG  352 9 46 43

Swiss Reins  703 –32 –70 218 Stora Enso  653 11 66 114

Aviva plc 441 –30 –31 236 Un Fenosa  244 12 48 70

Erste Group Bk AG 414 –30 –51 101 ThyssenKrupp AG 434 31 9 20

Aegon N.V. 485 –29 –19 233 3i Gp  1082 36 51 77

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

Bayer Germany Specialty Chemicals $39.1 37.74 11.26% –21.8% 6.6%

ING Groep Netherlands Life Insurance 12.2 4.33 8.52 –80.7 –86.7

Anglo Amer U.K. General Mining 25.0 12.91 5.91 –51.7 –40.8

E.ON Germany Multiutilities 55.2 20.35 4.84 –49.0 –32.1

Credit Suisse Grp Switzerland Banks 36.5 34.70 4.64 –28.5 –51.5

L.M. Ericsson Tel B Sweden Telecoms Equipment $25.2 69.00 –8.97% 26.8 –54.8

Barclays U.K. Banks 12.7 1.05 –6.67 –74.9 –84.2

Nokia Finland Telecoms Equipment 43.0 8.35 –6.18 –54.8 –50.8

HSBC Hldgs U.K. Banks 91.2 3.71 –5.65 –47.2 –55.9

Nestle Switzerland Food Products 119.9 35.20 –2.82 –28.8 –9.0

...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

GDF Suez 77.7 26.14 4.00% –31.6% –13.4%
France (Multiutilities)
UBS 33.3 12.77 3.40 –48.6 –79.9
Switzerland (Banks)
BHP Billiton 46.6 14.46 2.92 6.3 41.6
U.K. (General Mining)
Rio Tinto 29.4 20.28 2.48 –57.8 –28.8
U.K. (General Mining)
Soc. Generale 23.0 29.25 2.26 –52.3 –74.9
France (Banks)
Intesa Sanpaolo 30.1 1.87 1.74 –56.9 –62.1
Italy (Banks)
ENI 77.6 14.29 1.56 –31.5 –39.1
Italy (Integrated Oil & Gas)
British Amer Tob 46.3 15.85 1.54 –15.7 11.3
U.K. (Tobacco)
Siemens 54.9 44.30 1.54 –33.9 –41.2
Germany (Diversified Industrials)
Astrazeneca 48.0 22.86 1.37 21.7 –23.2
U.K. (Pharmaceuticals)
ArcelorMittal 27.8 14.14 1.33 –70.5 ...
Luxembourg (Iron & Steel)
BASF 29.9 23.95 1.27 –42.8 –27.4
Germany (Commodity Chemicals)
GlaxoSmithKline 83.7 10.15 1.15 –5.1 –34.0
U.K. (Pharmaceuticals)
Assicurazioni Genli 22.7 11.85 1.02 –56.3 –58.5
Italy (Full Line Insurance)
Iberdrola 36.9 5.45 0.93 –46.4 –20.5
Spain (Conventional Electricity)
Sanofi-Aventis 72.8 40.81 0.72 –11.7 –47.3
France (Pharmaceuticals)
Koninklijke Philips 16.0 11.65 0.47 –51.5 –58.1
Netherlands (Consumer Electronics)
Roche Hldg Pt. Ct. 90.6 145.00 0.28 –22.3 –26.3
Switzerland (Pharmaceuticals)
BP 138.3 4.64 0.22 –6.6 –30.7
U.K. (Integrated Oil & Gas)
Novartis 100.8 42.88 0.19 –13.2 –41.4
Switzerland (Pharmaceuticals)

Unilever 31.7 13.61 0.15% –36.1% –29.2%
Netherlands (Food Products)
Banco Santander 56.4 5.20 ... –53.6 –54.5
Spain (Banks)
Total 122.1 37.94 –0.16 –17.2 –28.8
France (Integrated Oil & Gas)
ABB 32.1 15.52 –0.19 –34.9 –0.0
Switzerland (Industrial Machinery)
Royal Dutch Shell 80.5 16.73 –0.24 –20.8 –34.7
U.K. (Integrated Oil & Gas)
UniCredit 22.1 1.22 –0.49 –70.5 –79.5
Italy (Banks)
Banco Bilbao Vizcaya 30.1 5.93 –0.50 –56.1 –65.0
Spain (Banks)
Diageo 29.2 7.33 –0.61 –26.9 –19.3
U.K. (Distillers & Vintners)
SAP 45.6 27.43 –0.72 –12.6 –36.9
Germany (Software)
Telefonica 94.5 14.80 –0.80 –17.3 11.6
Spain (Fixed Line Telecoms)
AXA 26.5 9.36 –0.81 –55.6 –66.7
France (Full Line Insurance)
Vodafone Grp 100.8 1.20 –0.83 –19.7 –4.3
U.K. (Mobile Telecoms)
Royal Bk of Scot 13.7 0.24 –0.83 –91.1 –95.4
U.K. (Banks)
Allianz SE 39.3 63.99 –1.28 –43.3 –52.9
Germany (Full Line Insurance)
France Telecom 60.5 17.07 –1.47 –15.7 –11.7
France (Fixed Line Telecoms)
Daimler 27.9 21.34 –1.77 –59.7 –54.5
Germany (Automobiles)
Tesco 36.5 3.22 –2.01 –17.3 –6.9
U.K. (Food Retailers & Wholesalers)
BNP Paribas 39.1 31.65 –2.27 –48.5 –58.1
France (Banks)
Deutsche Telekom 54.1 9.14 –2.35 –12.8 –35.3
Germany (Mobile Telecoms)
Deutsche Bk 21.9 28.30 –2.36 –59.7 –70.2
Germany (Banks)

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 0.21% 0.71% 2.6% 2.9% -4.1%

Event Driven -0.05% 0.54% 2.6% 2.1% -24.2%

Distressed Securities -3.53% -4.67% -10.0% -10.3% -40.6%

Equity Market Neutral -0.23% -0.56% -1.4% -1.4% -9.1%

Equity Long/Short -0.11% -1.71% -0.7% -0.4% -12.0%

*Estimates as of 03/19/09, 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 1.84 97.27% 0.01% 2.17 1.18 1.67

Eur. High Volatility: 10/1 3.90 93.24 0.02 5.57 2.16 3.78

Europe Crossover: 10/1 11.04 83.19 0.06 11.66 5.74 9.45

Asia ex-Japan IG: 10/1 3.85 92.56 0.02 6.63 1.99 3.72

Japan: 10/1 4.68 87.14 0.02 5.66 1.58 3.27

 Note: Data as of March 19

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

In percentage points
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Source: Markit Group

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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Tata minicar has big task
Indian firm looks
to motorcycle riders
to drive Nano’s sales

Independent scraps bond

Chrysler enlists dealers to seek aid

By Santanu Choudhury

NEW DELHI—When the Nano
minicar was conceived by India’s
Tata family in 2003, patriarch Ra-
tan Tata said he intended to pro-
vide an affordable, fuel-efficient,
safer alternative to the motorcy-
cles and scooters used by millions
of low-income Indians.

The 3-meter-long car’s launch
Monday will come at a very differ-
ent time—for India, the auto indus-
try and the Tata empire.

The focus will be as much on
whether the Nano will sell big and
deliver profit to debt-strapped
Tata Motors Ltd. as on whether it
could spur a transportation revolu-
tion on India’s roads.

With an expected starting price
of about $1,980 for dealers, which
doesn’t include a markup and
other charges that consumers will
pay, the Nano will be one of the
world’s least-expensive cars. Tata
Motors has declined to discuss de-
tails on costs, production plans
and profit margins. It is expected
to reveal information, such as
sales forecasts, at the launch
event in Mumbai.

Like auto makers the world
over, Tata Motors is contending
with slowing demand, both for its
bread-and-butter commercial ve-

hicles in India and its luxury name-
plates, Jaguar and Land Rover.

The company reported its first
quarterly net loss in seven years in
the October-December 2008 quar-
ter, and saw its debt rating cut by
ratings firms. More pressingly,
Tata Motors faces a June deadline
to repay $2 billion in loans related
to its Jaguar-Land Rover acquisi-
tion from Ford Motor Co. last year.

The Nano symbolizes the glo-
bal auto industry’s rush to create
affordable, lower-emis-
sion vehicles to tap devel-
oping nations from India
to Brazil. Should the car
succeed, it could repre-
sent the coming-of-age of
modern India’s manufac-
turing prowess.

But going by the auto
industry’s experience
with small cars, the up-
start Nano won’t be much
of a money spinner. Manu-
facturers have tradition-
ally made razor-thin margins on
smaller cars, using them more to
capture younger buyers in the
hopes they will move up to more
profitable models as they grow in
age and wealth.

“Even if Tata Motors sells
100,000 Nano cars a year, it will
still be insignificant for their over-
all profit and revenue,” said Am-
brish Mishra, an analyst at Mum-
bai-based MF Global Sify Securi-
ties India Pvt. Ltd.

Other auto makers, meantime,
are pursuing their own versions of
the Nano.

Bajaj Auto Ltd. of India is devel-
oping an inexpensive small car
with Nissan Motor Co. of Japan
and Renault SA of France. Suzuki
Motor Corp. of Japan, which has
half of India’s car market through
its joint venture Maruti Suzuki In-
dia Ltd., sells the diminutive
Maruti 800. Yet the cheapest car
in India costs nearly twice as much
as the Nano.

Still, “we don’t see the Nano as
a game-changer today,” said John

Bonnell, J.D. Power & Asso-
ciates’ director of fore-
casting for the Asian-Pa-
cific region. He said Tata
will have a hard time sus-
taining the Nano’s low
price over a long period be-
cause of materials costs.

Mr. Bonnell also
doubts that India’s motor-
cycle buyers will upgrade
to Nanos en masse.

The Nano will be built,
in batches and after a

costly three-month delay, at exist-
ing Tata plants in Pune in western
India and Pantnagar in the north.
Meantime, the company is spend-
ing about $396 million to build a
dedicated Nano factory in Gujarat
state.

Amol Bhutada, an analyst with
Edelweiss Securities Ltd. in Mum-
bai, said the Nano’s cost structure
is based on high volume. “So only
when you make good use of the in-
stalled capacities, then you will
start making good money,” he
said, adding that may not happen
until fiscal year 2010-2011.

Xstrata says climate
is right for acquisitions

Tata’s 3-meter-long Nano is expected to cost dealers about $1,980. It will be among the world’s least-expensive cars.

Ratan Tata

CORPORATE NEWS

By Neal E. Boudette

DETROIT—Chrysler LLC has
asked its dealers to write letters to
U.S. Treasury Secretary Timothy
Geithner and the two key members
of the Obama administration’s auto
task force urging them to approve
more aid for the auto maker.

Chrysler has been given $4 bil-
lion in federal loans so far and has
asked for an additional $5 billion by
March 31.

In the past week, Chrysler has in-
creased its appeals for aid. Since

Monday, Chief Executive Robert
Nardelli has given a series of inter-
views in which he has said Chrysler
can survive as a stand-alone com-
pany if it gets further government
loans and doesn’t necessarily need
its planned alliance with Italy’s Fiat
SpA to stay in business.

Chrysler now has asked dealers
to join in, requesting that they
write to Mr. Geithner; Steven Ratt-
ner, the Wall Street financier who
heads the task force; and Ron
Bloom, an adviser to the United
Steelworkers union who also serves

on the task force, a person familiar
with the matter said.

Chrysler distributed a sample let-
ter to its 3,200 dealers across the
U.S., the person familiar said.

The letter surfaced on Friday af-
ter Chrysler had to clarify recent
statements by Mr. Nardelli about
the Fiat alliance. In an video posted
on a Chrysler Web site last week, Mr.
Nardelli said Fiat would become re-
sponsible for repaying 35% of the
loans from the U.S. government. In a
statement Friday, Chrysler said Mr.
Nardelli misspoke.

Getty Images

By Aaron O. Patrick

LONDON—The newspaper group
founded by Irish businessman Sir An-
thony O’Reilly plans to enter talks
with its creditors to restructure
Œ200 million, or about $270 million,
in debt, after abandoning plans to
raise the money through a bond sale.

Dublin-based Independent
News & Media PLC is due to pay
back a Œ200 million bond on May 18
but doesn’t have cash available to
meet the payment. The company
said Friday that it has hired invest-
ment bank N.M. Rothschild & Sons
and Irish stockbroker J&E Davy to
negotiate with the bondholders. A
spokesman declined to discuss what

type of arrangement the company
plans to seek with the bondholders.

Independent News in January said
it would raise the cash through a bond
sale, possibly to a single investor. But
on Friday, the company said the bond
sale wouldn’t go ahead because of tur-
moil in the credit markets.

The strategy switch leaves the
company with little time to renegoti-
ate the terms of the debt, at a time
when its operations are being hit
hard by the global recession. Inde-
pendent News shares have fallen
90% over the past year on concerns
it could default on the debt or be
forced to issue new shares to raise
cash. Friday’s announcement was
made after trading closed in Dublin.

By Jeffrey Sparshott

LONDON—Anglo-Swiss miner
Xstrata PLC said acquisition oppor-
tunities are developing in the min-
ing sector, with share prices weak
and some companies being forced
to sell assets.

“A number of opportunities are
beginning to emerge as a result of
the dislocation of market values
from underlying company valua-
tions and the distressed or forced
sale of attractive, cash-generative
assets or projects,” Chief Executive
Mick Davis said in the company’s an-
nual report. He said Xstrata would
look to make acquisitions once the
outlook for commodity prices and
cash flow improved.

Mr. Davis’s comments follow
Xstrata’s completion of a heavily dis-
counted two-for-one rights issue.
The company issued 1.96 billion
new shares to raise about $5.9 bil-
lion. The move will reduce its debt

to $12.7 billion, the company said.
Xstrata piled up debt in part

through acquisitions, including an
outlay of about £991 million ($1.43
billion) for a nearly 25% stake in
platinum miner Lonmin PLC last
year. “With the benefit of hindsight,
we may have been able to secure
these assets at a lower cost and at a
time of less financial stress,” Mr.
Davis said.

The company said the immedi-
ate outlook for the sector is uncer-
tain, but it remains upbeat in the
long term. “Notwithstanding pre-
vailing near-term market condi-
tions brought about by the financial
crisis, the long-term positive trend
for increased demand for metals
and energy remains intact, driven
by the ongoing industrialization of
developing economies and the ur-
banization of over 20 million people
per annum in China and India and
over 65 to 70 million people globally
at current rates,” Mr. Davis said.

India Innovation Seminar &
Global Sourcing & Innovation Awards 2009

7 April 2009

Guest of honor - Mr. S. Ramadorai,
CEO & MD, Tata Consultancy
Services Limited.

Nyenrode Europe India Institute is dedicated to
fostering Europe-India business relations. The
Europe India Institute focuses on high-quality
business education and research with a vision to
become a premier resource, network, and
knowledge platform on India in Europe.

Nyenrode’s Institute for International Business is a
leading research institute on global sourcing and
related issues. The GSIA awards are an open
invitation to students all over Europe to
demonstrate their vision and creativity in the field
of global Sourcing and innovation. The winner
receives a cash prize of 10,000 Euros and an
opportunity to work at the innovation labs of Tata
Consultancy Services.

Nyenrode Business Universiteit, Tata Consultancy Services
Limited (TCS) and The Wall Street Journal Europe

are proud to announce the
India Innovation Seminar on Innovation for Growth.

At this special occasion we will announce the winner of the
Global Sourcing & Innovation Awards (GSIA) 2009

For more information visit
www.nyenrode.nl/eii & www.gsiawards.com

NYENRODE
BUSINESS UN I VERS ITEIT
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n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 03/19 USD 9.01 3.3 –35.0 –17.0

Parex Caspian Sea Eq EU EQ LVA 03/19 EUR 2.09 –0.5 –76.5 –53.5

Parex Eastern Europ Bd EU BD LVA 03/19 USD 9.01 3.3 –35.0 –17.0

Parex Russian Eq EE EQ LVA 03/19 USD 10.15 17.2 –65.6 –34.8

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 03/20 USD 99.80 –10.0 –48.9 –24.1

PF (LUX)-Asian Eq-Pca AS EQ LUX 03/20 USD 95.62 –10.2 –49.5 –24.7

PF (LUX)-Biotech-Pca OT EQ LUX 03/19 USD 268.23 –5.9 –9.2 –1.2

PF (LUX)-CHF Liq-Pca CH MM LUX 03/19 CHF 123.90 –0.1 1.2 1.6

PF (LUX)-CHF Liq-Pdi CH MM LUX 03/19 CHF 93.52 –0.1 1.2 1.6

PF (LUX)-Digital Comm-Pca OT EQ LUX 03/19 USD 80.57 –0.9 –27.3 –15.3

PF (LUX)-East Eu-Pca EU EQ LUX 03/19 EUR 135.74 1.7 –65.3 –43.3

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 03/20 USD 90.31 –3.0 –52.9 –25.8

PF (LUX)-Emg Mkts-Pca GL EQ LUX 03/20 USD 299.77 –1.5 –51.8 –25.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 03/19 EUR 67.02 –12.3 –40.2 –29.1

PF (LUX)-EUR Bds-Pca EU BD LUX 03/19 EUR 369.44 –1.1 0.9 –0.1

PF (LUX)-EUR Bds-Pdi EU BD LUX 03/19 EUR 281.14 –1.1 0.9 –0.1

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 03/19 EUR 122.06 –2.3 –6.4 –4.4

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 03/19 EUR 85.81 –2.3 –6.4 –4.4

PF (LUX)-EUR HiYld-Pca EU BD LUX 03/19 EUR 92.94 3.1 –28.3 –21.4

PF (LUX)-EUR HiYld-Pdi EU BD LUX 03/19 EUR 53.88 3.1 –28.3 –21.4

PF (LUX)-EUR Liq-Pca EU MM LUX 03/19 EUR 135.15 0.4 3.3 3.3

PF (LUX)-EUR Liq-Pdi EU MM LUX 03/19 EUR 97.40 0.4 3.3 3.3

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 03/19 EUR 102.19 0.3 NS NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 03/19 EUR 100.83 0.3 NS NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 03/19 EUR 272.56 –10.9 –43.1 –33.2

PF (LUX)-EuSust Eq-Pca EU EQ LUX 03/19 EUR 88.28 –12.7 –40.9 –32.3

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 03/19 USD 194.22 2.5 –3.8 0.1

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 03/19 USD 132.13 2.5 –3.8 0.1

PF (LUX)-Gr China-Pca AS EQ LUX 03/20 USD 202.41 –4.8 –40.4 –16.0

PF (LUX)-Indian Eq-Pca EA EQ LUX 03/20 USD 167.12 –12.8 –53.8 –23.8

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 03/20 USD 148.92 –5.9 –43.4 –23.4

PF (LUX)-Piclife-Pca CH BA LUX 03/19 CHF 671.35 –2.6 –13.2 –11.3

PF (LUX)-PremBrnds-Pca OT EQ LUX 03/19 EUR 39.10 –11.4 –37.3 –30.5

PF (LUX)-Rus Eq-Pca OT OT LUX 03/19 USD 26.43 15.7 –69.9 NS

PF (LUX)-Security-Pca GL EQ LUX 03/19 USD 69.19 –3.2 –25.2 –17.7

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 03/19 EUR 307.75 –5.7 –41.1 –31.6

PF (LUX)-US Eq-Ica US EQ LUX 03/19 USD 73.97 –9.4 –33.9 –20.5

PF (LUX)-USA Index-Pca US EQ LUX 03/19 USD 63.20 –12.8 –38.6 –24.1

PF (LUX)-USD Gov Bds-Pca US BD LUX 03/19 USD 521.45 –1.7 5.9 7.6

PF (LUX)-USD Gov Bds-Pdi US BD LUX 03/19 USD 382.63 –1.7 5.9 7.6

PF (LUX)-USD Liq-Pca US MM LUX 03/19 USD 130.42 0.2 1.9 3.0

PF (LUX)-USD Liq-Pdi US MM LUX 03/19 USD 85.16 0.2 1.9 3.0

PF (LUX)-USD Sov Liq-Pca OT OT LUX 03/19 USD 101.46 0.2 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 03/19 USD 100.75 0.2 NS NS

PF (LUX)-Water-Pca GL EQ LUX 03/19 EUR 91.14 –11.5 –31.4 –22.5

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 03/19 USD 33.44 –19.4 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 03/19 USD 8.17 4.2 –28.4 –24.1

Japan Fund USD JP EQ IRL 03/20 USD 12.39 –15.7 –19.5 –17.3

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 –5.1 –57.5 –22.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 03/19 EUR 479.27 –14.9 –39.5 NS
Core Eurozone Eq B EU EQ IRL 03/19 EUR 550.84 –16.2 NS NS
Euro Fixed Income A EU BD IRL 03/19 EUR 1067.45 –5.7 –13.7 –8.9
Euro Fixed Income B EU BD IRL 03/19 EUR 1134.23 –5.6 –13.2 –8.4
Euro Small Cap A EU EQ IRL 03/19 EUR 783.05 –7.6 –46.3 –37.7
Euro Small Cap B EU EQ IRL 03/19 EUR 834.85 –7.5 –46.0 –37.3
Eurozone Agg Eq A EU EQ IRL 03/19 EUR 432.40 –13.0 –43.2 NS
Eurozone Agg Eq B EU EQ IRL 03/19 EUR 618.49 –12.9 –42.8 –31.4
Glbl Bd (EuroHdg) A GL BD IRL 03/19 EUR 1183.83 –1.1 –8.0 –4.4
Glbl Bd (EuroHdg) B GL BD IRL 03/19 EUR 1250.69 –1.0 –7.4 –3.8
Glbl Bd A EU BD IRL 03/19 EUR 972.31 –0.8 –1.0 –4.3
Glbl Bd B EU BD IRL 03/19 EUR 1030.27 –0.7 –0.4 –3.8
Glbl Real Estate A OT EQ IRL 03/19 USD 522.69 –21.6 –54.9 –39.5
Glbl Real Estate B OT EQ IRL 03/19 USD 536.34 –21.5 –54.6 –39.2
Glbl Real Estate EH-A OT EQ IRL 03/19 EUR 492.32 –21.5 –52.5 –40.2
Glbl Real Estate SH-B OT EQ IRL 03/19 GBP 46.22 –22.0 –52.6 –39.6
Glbl Strategic Yield A EU BD IRL 03/19 EUR 1139.16 0.8 –21.6 –12.8
Glbl Strategic Yield B EU BD IRL 03/19 EUR 1213.21 0.9 –21.1 –12.3
Japan Equity A JP EQ IRL 03/19 JPY 9102.00 –11.9 –38.3 –34.0
Japan Equity B JP EQ IRL 03/19 JPY 9655.00 –11.8 –38.0 –33.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 03/19 USD 1201.63 –6.6 –45.9 –23.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 03/19 USD 1276.36 –6.4 –45.6 –23.3
Pan European Eq A EU EQ IRL 03/19 EUR 628.60 –12.5 –43.2 –31.8
Pan European Eq B EU EQ IRL 03/19 EUR 666.96 –12.4 –42.9 –31.4
US Equity A US EQ IRL 03/19 USD 595.67 –11.0 –40.7 –24.5
US Equity B US EQ IRL 03/19 USD 634.82 –10.8 –40.3 –24.1
US Small Cap A US EQ IRL 03/19 USD 851.63 –15.3 –41.3 –28.0
US Small Cap B US EQ IRL 03/19 USD 908.10 –15.2 –41.0 –27.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 03/20 SEK 53.62 –10.9 –42.0 –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 03/20 USD 2.71 –3.2 –39.6 –25.1
Europe 2 Fd EU EQ LUX 03/20 EUR 0.62 –9.9 –45.4 –34.5
Europe 3 Fd EU EQ LUX 03/20 GBP 2.70 –11.5 –46.5 –35.1
Global Chance/Risk Fd GL EQ LUX 03/20 EUR 0.43 –9.0 –34.9 –28.1
Global Fd GL EQ LUX 03/20 USD 1.46 –12.0 –42.8 –27.1
Intl Mixed Fd -C- NO BA LUX 03/20 USD 20.75 –9.7 –32.8 –18.0
Intl Mixed Fd -D- NO BA LUX 03/20 USD 14.65 –9.7 –32.8 –16.9
Wireless Fd OT EQ LUX 03/20 EUR 0.09 –0.3 –34.5 –24.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 03/20 USD 4.30 –5.1 –40.4 –22.4
Currency Alpha EUR -IC- OT OT LUX 03/20 EUR 10.64 –2.5 5.0 NS
Currency Alpha EUR -RC- OT OT LUX 03/20 EUR 10.58 –2.6 4.6 3.1
Currency Alpha SEK -ID- OT OT LUX 03/20 SEK 102.80 –2.7 4.7 NS
Currency Alpha SEK -RC- OT OT LUX 03/20 SEK 117.68 –2.6 4.6 3.1
Generation Fd 80 OT OT LUX 03/20 SEK 6.10 –4.4 –22.8 NS
Nordic Focus EUR NO EQ LUX 03/20 EUR 47.28 –5.2 –42.9 NS
Nordic Focus NOK NO EQ LUX 03/20 NOK 50.93 –5.2 –42.9 NS
Nordic Focus SEK NO EQ LUX 03/20 SEK 56.01 –5.2 –42.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 03/20 USD 1.27 –8.5 –38.9 –25.4
Ethical Global Fd GL EQ LUX 03/20 USD 0.54 –11.6 –41.6 –27.8
Ethical Sweden Fd NO EQ LUX 03/20 SEK 28.37 –1.3 –24.8 –22.1
Europe Fd EU EQ LUX 03/20 USD 1.42 –8.2 –35.4 –28.1

Index Linked Bd Fd SEK OT BD LUX 03/20 SEK 13.32 1.9 3.0 4.2

Medical Fd OT EQ LUX 03/20 USD 2.55 –10.9 –25.0 –16.0

Short Medium Bd Fd SEK NO MM LUX 03/20 SEK 9.22 0.6 3.0 3.0

Technology Fd OT EQ LUX 03/20 USD 1.62 3.9 –30.7 –17.8

World Fd NO BA LUX 03/20 USD 1.51 –8.6 –38.6 –18.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 03/20 EUR 1.27 0.2 2.4 2.0

Short Bond Fd SEK NO MM LUX 03/20 SEK 21.77 1.0 3.0 3.0

Short Bond Fd USD US MM LUX 03/20 USD 2.49 –0.2 1.0 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 03/20 SEK 9.93 –1.4 –3.7 –1.2

Alpha Bond Fd SEK -B- NO BD LUX 03/20 SEK 8.91 –1.4 –3.7 –1.2

Alpha Bond Fd SEK -C- NO BD LUX 03/20 SEK 24.86 –1.4 –3.8 –1.3

Alpha Bond Fd SEK -D- NO BD LUX 03/20 SEK 8.28 –1.4 –3.8 –1.3

Alpha Short Bd SEK -A- NO MM LUX 03/20 SEK 10.94 1.2 3.5 3.2

Alpha Short Bd SEK -B- NO MM LUX 03/20 SEK 10.26 1.2 3.5 3.2

Alpha Short Bd SEK -C- NO MM LUX 03/20 SEK 21.40 1.2 3.4 3.1

Alpha Short Bd SEK -D- NO MM LUX 03/20 SEK 8.90 1.2 3.4 3.1

Bond Fd SEK -C- NO BD LUX 03/20 SEK 41.91 0.9 8.9 5.7

Bond Fd SEK -D- NO BD LUX 03/20 SEK 12.57 0.9 7.6 5.1

Corp. Bond Fd EUR -C- EU BD LUX 03/20 EUR 1.04 –5.1 –11.5 –7.0

Corp. Bond Fd EUR -D- EU BD LUX 03/20 EUR 0.81 –5.1 –11.9 –7.2

Corp. Bond Fd SEK -C- NO BD LUX 03/20 SEK 10.18 –5.3 –15.5 –8.7

Corp. Bond Fd SEK -D- NO BD LUX 03/20 SEK 7.99 –5.3 –15.3 –8.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 03/20 EUR 105.05 1.1 5.6 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 03/20 EUR 104.64 1.0 5.2 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 03/20 SEK 1164.06 1.0 5.2 NS

Flexible Bond Fd -C- NO BD LUX 03/20 SEK 21.14 1.3 6.3 4.4

Flexible Bond Fd -D- NO BD LUX 03/20 SEK 11.97 1.3 6.3 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 03/20 SEK 78.29 –2.2 –21.4 –13.8

Global Hedge I SEK -D- OT OT LUX 03/20 SEK 71.55 –2.2 –23.7 –15.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 03/20 USD 1.52 –1.3 –44.4 –18.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 03/20 SEK 17.09 1.8 –31.0 –26.0

Europe Chance/Risk Fd EU EQ LUX 03/20 EUR 696.05 –8.7 –47.9 –36.4

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 03/19 EUR 26.67 –5.9 –8.0 –1.8

Bonds Eur Corp A OT OT LUX 03/18 EUR 20.92 0.9 –4.4 –3.3

Bonds Eur Hi Yld A OT OT LUX 03/18 EUR 13.16 –1.0 –30.4 –22.8

Bonds EURO A OT OT LUX 03/18 EUR 39.17 –0.8 3.5 2.8

Bonds Europe A OT OT LUX 03/19 EUR 37.85 –0.1 3.7 2.5

Bonds US MtgBkSec A OT OT LUX 03/19 USD 23.62 –7.9 –2.4 –1.8

Bonds US OppsCoreplus A OT OT LUX 03/18 USD 32.00 1.5 –0.3 3.2

Bonds World A OT OT LUX 03/18 USD 37.25 –6.5 –9.3 4.5

Eq. China A OT OT LUX 03/19 USD 14.51 –2.9 –36.2 –13.6

Eq. ConcentratedEuropeA OT OT LUX 03/19 EUR 18.24 –11.5 –43.8 –33.0

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 03/19 USD 13.51 –5.2 –41.4 –13.7

Eq. Euroland A OT OT LUX 03/19 EUR 7.68 –16.2 –42.4 –31.4

Eq. Euroland MidCapA OT OT LUX 03/19 EUR 12.72 –11.7 –48.3 –36.6

Eq. EurolandCyclclsA OT OT LUX 03/18 EUR 12.40 –9.7 –40.1 –25.0

Eq. EurolandFinancialA OT OT LUX 03/19 EUR 6.65 –21.1 –55.1 –42.7

Eq. Glbl Emg Cty A OT OT LUX 03/19 USD 5.76 –3.7 –49.2 –23.0

Eq. Global A OT OT LUX 03/19 USD 18.71 –11.0 –43.1 –27.5

Eq. Global Technol A OT OT LUX 03/19 USD 4.04 10.6 –27.3 –24.0

Eq. Gold Mines A OT OT LUX 03/19 USD 23.37 11.8 –27.7 –3.7

Eq. Japan Sm Cap A OT OT LUX 03/19 JPY 802.93 –11.3 –34.2 –41.2

Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.1 –18.7 –22.7

Eq. Pacific A OT OT LUX 03/19 USD 5.92 –7.3 –45.4 –21.6

Eq. US ConcenCore A OT OT LUX 03/19 USD 16.03 –1.3 –27.8 –17.6

Eq. US Lg Cap Gr A OT OT LUX 03/19 USD 10.56 –2.0 –38.8 –24.4

Eq. US Mid Cap A OT OT LUX 03/19 USD 19.64 –2.0 –38.1 –20.9

Eq. US Multi Strg A OT OT LUX 03/18 USD 14.74 –7.7 –42.5 –27.1

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 03/19 USD 10.72 –17.2 –49.3 –37.2

Eq. US Value Opp A OT OT LUX 03/19 USD 11.51 –11.2 –47.1 –35.3

Money Market EURO A OT OT LUX 03/19 EUR 27.26 0.5 3.8 3.9

Money Market USD A OT OT LUX 03/19 USD 15.79 0.3 2.2 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 03/17 USD 83.03 4.7 52.2 53.0

Superfund GCT USD* OT OT LUX 03/17 USD 3631.00 2.8 33.4 32.6

Superfund Gold A (SPC) OT OT CYM 03/17 USD 1188.32 2.5 5.6 36.7

Superfund Gold B (SPC) OT OT CYM 03/17 USD 1379.13 3.8 11.4 46.8

Superfund Q-AG* OT OT AUT 03/17 EUR 8753.00 35.4 35.4 15.3

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 3.0 –13.9 –3.2

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 1.4 –13.6 –1.4

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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IBM scours Sun’s contracts

CORPORATE NEWS

Sony Ericsson feels pinch
Cellphone company
to cut its shipments
as market declines

Wal-Mart raises worker bonuses

GLOBAL BUSINESS BRIEFS

By Gustav Sandstrom

Handset maker Sony Ericsson
said it expects to ship about 42%
fewer phones in the first quarter
than it sold in the previous quarter,
heightening concern about the
slumping cellphone market.

The company, a joint venture of
Sweden’s LM Ericsson Telephone
Co. and Japan’s Sony Corp., said it
plans to ship around 14 million
phones, down from 24.2 million
phones in the fourth quarter.

Sony Ericsson, the No. 4 cell-
phone vendor in terms of users after
Nokia Corp., Samsung Electronics
Co. and LG Electronics Inc., said it
was being hurt by weak consumer de-
mand and moves by distributors and
retailers to reduce their inventories.

Sony Ericsson said Friday it ex-
pects to post a first-quarter pretax
loss of Œ340 million to Œ390 million
($461 million to $529 million), well
below market expectations. The
loss excludes restructuring charges
of Œ10 million to Œ20 million.

The cellphone industry is enter-
ing what is shaping up to be one of
its toughest years. Both Nokia and
Motorola Inc. have forecast lower
handset sales this year. Research

firm Gartner earlier this month said
global handset sales declined 5% in
the fourth quarter and forecast that
demand will continue to fall until
next year.

Sony Ericsson hadn’t previously
given a detailed profit forecast for
the first quarter, but said in its fourth-
quarter report last month that it ex-
pected the market to weaken in
2009, particularly in the first half.

Unlike Nokia with its broad
product portfolio and wide geo-
graphical spread, Sony Ericsson
has been largely dependent on
high-end devices in developed mar-

kets, making it more exposed in ar-
eas that have been hardest hit by
the economic downturn.

It also has faced increased com-
petition from rivals like Apple Inc.
with its iPhone, but also Samsung
and LG, both of which increased
their global market share in the
fourth quarter at Nokia and Sony
Ericsson's expense.

In the fourth quarter, Sony Erics-
son posted a Œ187 million net loss on
falling sales and said it would cut
costs to better cope with the down-
turn. Sony Ericsson reports first-
quarter results April 17.

By Karen Talley

Wal-Mart Stores Inc. handed out
$933.6 million in bonuses to its rank-
and-file U.S. workers, an increase of
47% from last year.

The company, the largest retailer
in the nation, said it will pay bonuses
to about one million of its hourly
workers. Its U.S. work force last year
grew by about 33,800, to 1.45 million,
the company said.

The company, based in Benton-
ville, Ark., has been a strong per-
former throughout the recession,
posting solid sales and earnings
gains while many other retailers
have been suffering double-digit per-
centage declines.

Mike Duke, who took over as chief
executive six weeks ago, announced
the bonuses in a memo to employees
Thursday.

Including profit-sharing pay-
ments, 401(k) contributions and mer-
chandise discounts, Wal-Mart says it
is giving workers a record $2 billion
this year, an increase of about 11%
over last year.

The timing of the bonus announce-

ment comes a little over a week after
both houses of Congress introduced
legislation that would make it easier
for employees to unionize, some-
thing that Wal-Mart has long op-
posed and is lobbying hard against.

Wal-Mart said the bonuses an-
nounced Thursday are simply part of
an annual program. “We have been re-
warding our associates for their hard
work with financial incentives like
these for years,” said a spokes-
woman, Daphne Moore.

The bonus averages $933.60 for
each qualified employee, ranging

from cashiers to shelf stockers.
Last year, Wal-Mart paid out

about $1.8 billion in awards, including
more than $636.4 million in bonuses.

The 2009 awards are based on re-
sults at the 3,657 U.S. Wal-Marts and
602 Sam’s Clubs.

Wal-Mart reported $401.2 billion
in net sales for its most recent fiscal
year, which ended Jan. 31, up 7.2%
from the prior year. Income from con-
tinuing operations increased 3% to
$13.3 billion, and earnings per share
rose 6% to $3.35.  —Miguel Bustillo

contributed to this article.

Kuwait National Petroleum Co.

Kuwait National Petroleum Co.
has canceled more than $10 billion in
contracts for a new refinery, includ-
ing $2.1 billion due to Fluor Corp.,
amid burgeoning costs for the project
and a slump in fuel prices. The move
will cut the U.S. engineering firm’s
backlog as of Dec. 31 by some 6%.
Four South Korean companies earlier
said the state-run Kuwaiti oil firm
canceled $8.36 billion in refinery or-
ders awarded them in May. The $15
billion refinery project had been un-
der a cloud after Kuwait’s former
prime minister ordered its cancella-
tion. Both the project’s sponsor,
KNPC, and the international contrac-
tors building the refinery said re-
cently they were unaware the project
had been scrapped. The refinery was
to have been Kuwait’s fourth, han-
dling 615,000 barrels a day of crude,
with the intent of producing low-sul-
fur fuel oil for the country’s power
plants starting in 2012.

—Compiled from staff
and wire service reports.

Daimler AG

Truck operation to reduce
costs by about $1.5 billion

Daimler AG said Friday it plans
to cut costs at its truck division by at
least Œ1 billion, or about $1.5 billion,
amid deteriorating markets. “We’re
ready to take more tough decisions
should the market downturn
worsen,” said Andreas Renschler,
the chief executive of Stuttgart-
based Daimler Trucks. Earlier this
year, Daimler Trucks, whose brands
include Mercedes-Benz, Freight-
liner, Western Star and Fuso trucks,
said it would pare back hours on pro-
duction lines, especially in Germany.
The company also has shut down sev-
eral plants in North America. Mr.
Renschler said Daimler, which saw
orders drop 49% in the fourth quar-
ter, is examining its cost structures
and will continue to reduce salaries
and head count in some areas.

Weak reception
52-week share performance of two 
of the biggest mobile-phone makers 
in Europe

Source: Thomson Reuters Datastream
Photo: Reuters
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Sony Ericsson's new 12 megapixel 
camera phone

Ericsson

Nokia

Teams of International Business
Machines Corp. lawyers are examin-
ing Sun Microsystems Inc.’s con-
tracts and documents in a due-dili-
gence process that could take a num-
ber of days, according to people fa-
miliar with takeover negotiations
between the two companies.

These people said it isn’t clear
how many days will be needed for
the lawyers to finish their work.
They said they continue to expect
that IBM will proceed with an acqui-
sition of Sun that could be worth be-

tween $6.5 billion and $8 billion.
Spokespeople for both compa-

nies have declined to comment on
any talks.

The lawyers’ review was de-
scribed by the people familiar with
them as standard practice at IBM,
which has made about 80 acquisi-
tions since Samuel Palmisano be-
came chief executive in 2003. They
said Sun is a complex company with
many cross-licenses and formal
agreements that IBM wants to un-
derstand before making the deal.

Xerox Corp. projected first-quar-
ter earnings well below already
downbeat expectations amid slump-
ing spending by corporations.

Xerox also said Friday it plans to
cut an additional $300 million in
costs, though details weren’t dis-
closed. The Norwalk, Conn., com-
pany already has targeted annual
savings of $250 million, largely from

last year’s 5% work-force reduction.
Xerox said revenue in January

and February was down 18%, with
five percentage points of the decline
due to the stronger U.S. dollar.

The company now sees first-
quarter earnings of three cents to
five cents a share, down from its
January view of 16 cents to 20 cents
a share.

Xerox issues warning amid slump

Fiat SpA

Fiat SpA and Chrysler LLC said
Friday that the Italian auto maker
wouldn’t assume any of Chrysler’s
debt in a potential deal for a 35%
stake in the Detroit-based car
maker, contradicting earlier state-
ments from Chrysler’s chief execu-
tive. Chrysler CEO Robert Nardelli
said Thursday the proposed partner-
ship with Fiat would allow Chrysler
to pay back U.S. taxpayers more
quickly, as Fiat would assume re-
sponsibility for 35% of all of
Chrysler’s debt to the U.S. govern-
ment. “Fiat would become an equity
holder with the same rights and re-
sponsibilities as all other equity
holders in a newly restructured com-
pany,” Chrysler said Friday. “To clar-
ify, this does not mean Fiat would as-
sume responsibility for any of
Chrysler LLC’s debt.”

Mitsubishi Motors Corp.

Japanese car maker Mitsubishi
Motors Corp. said Friday it will re-
structure its European operations
by shifting some functions back to
Japan, moving its headquarters and
cutting jobs. The changes at Mitsub-
ishi Motors Europe BV were de-
signed to better develop its pres-
ence in the region, Mitsubishi said.
They are also part of a shift for Mit-
subishi from being a sport-utility-ve-
hicle-focused nameplate to supply-
ing more environmentally friendly
vehicles. Mitsubishi plans to trans-
fer to Japan functions such as sales,
marketing and product manage-
ment. The European unit will vacate
its headquarters building near Am-
sterdam, and regroup in Born, near
Maastricht. Mitsubishi said the
changes will result in job losses for
45% of its white-collar work force. It
employs 335 people in the region.

Samsung Electronics Co.

Samsung Electronics Co. said it
has won a liquid-crystal-display
patent dispute against Sharp Corp.
in Japan. A Tokyo court upheld a
Samsung Electronics countersuit
filed last June that claimed that
Sharp LCD television-set products
infringed on Samsung’s patents, a
Samsung spokeswoman said Fri-
day. Sharp had sued Samsung in
late 2007, alleging that the South
Korean electronics maker in-
fringed Sharp’s patents. A Sharp
spokeswoman declined to com-
ment. Patent-infringement law-
suits are common in the flat-panel
display industry.

Shire PLC

Shire PLC said it filed a lawsuit in
a U.S. court against Mylan Inc.’s
plans to launch a copy of the
U.K.-based company’s Fosrenol, a
drug used to treat kidney disease.
The lawsuit was filed in the U.S. Dis-
trict Court of the Southern District
of New York in response to an appli-
cation by Mylan seeking approval
from the U.S. Food and Drug Admin-
istration to market and sell generic
versions of Shire’s Fosrenol prod-
ucts. Fosrenol, Shire’s fourth-larg-
est product with sales of $102.2 mil-
lion in 2007, is covered by several
patents that are expected to expire
in 2018 and 2024. Shire said it be-
lieves these patents provide “ro-
bust” protection for Fosrenol.

Time Warner Inc.

Donald Fries, publisher of Time
magazine, is stepping down from
his post at a crossroads for the Time
Inc. title. Mark Ford, president of
Time Inc.’s newsmagazine group,
which includes Time, Fortune and
Sports lllustrated, will take over ad
sales for Time magazine as it faces a
challenging ad market and as its ri-
val Newsweek, a Washington Post
Co. magazine, is undergoing a reor-
ganization and redesign. Many at
Time see that as an opportunity to
gain a stronger competitive posi-
tion. Time’s newsstand sales rose
more than 28% in the second half
from a year earlier, buoyed by inter-
est in the U.S. presidential election.
But ad pages slumped 19% last year.
The departure of Mr. Fries follows
the retirement last fall of Edward
McCarrick, the world-wide pub-
lisher of Time magazine, amid a
broad restructuring at Time Inc., a
unit of Time Warner Inc. Mr. McCar-
rick wasn’t replaced.

Bayer AG

A U.S. Food and Drug Administra-
tion panel Thursday backed a
Johnson & Johnson and Bayer AG
anticlotting drug, saying that its
benefits in preventing blood clots
outweighed risks of bleeding and
possible liver injury. The panel’s de-
cision on rivaroxaban, which is sold
under the brand name Xarelto in Eu-
rope, amounts to a recommendation
that the agency approve the prod-
uct. The companies are seeking FDA
approval for short-term use to pre-
vent blood clots in patients undergo-
ing surgery to replace a hip or knee.
Blood clots, which typically form in
the leg, can be fatal if they travel to
the lungs. The FDA makes the final
decision but typically follows panel
recommendations. If approved, J&J
would sell the drug in the U.S. The
FDA is expected to decide by May.

Executive Travel Program
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Goldman hedged its AIG bets
It still has $6 billion
in trading exposure;
additional collateral

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 Serena Ng

Goldman Sachs Group Inc. still
has $6 billion in trading bets out-
standing with American Interna-
tional Group Inc. but had ade-
quately protected itself from prob-
lems at the insurer before AIG
nearly collapsed last fall, accord-
ing to a senior executive.

In a conference call Friday,
Goldman Chief Financial Officer
David Viniar described how the
bank took steps to hedge its expo-
sure to the insurer from July 2007
through late 2008. Goldman pried
billions in cash collateral from AIG
and bought large amounts of
credit derivatives that would pay
out if AIG defaulted on its obliga-
tions or filed for bankruptcy, he
said.

The disclosure comes amid a fu-
ror about how the AIG rescue bene-
fited Goldman and other AIG trad-
ing partners. The $6 billion in trad-
ing bets Goldman has with AIG are
mostly tied to mortgages and
weren’t settled as part of the finan-
cial bailout; the wagers are credit-
default swaps on bundles of swaps
and contain no underlying bonds.

Just before the U.S. govern-
ment rescued AIG in September,
Goldman had a $10 billion expo-
sure to the insurer under financial
contracts AIG had sold Goldman,
insuring the bank on $20 billion of
mostly mortgage-related assets.
Mr. Viniar said Goldman was hold-
ing $7.5 billion in collateral from
AIG against those positions at that
time, and had protected its remain-
ing $2.5 billion exposure using
credit-default swaps and other in-
struments.

Goldman received an addi-
tional $8.1 billion from AIG and
the U.S. between mid-September
and year-end 2008 on swaps tied
to mortgage assets. The payments
helped make Goldman “whole” on
some of its positions. “We had no
material economic exposure to
AIG,” Mr. Viniar said.

Goldman’s disclosure confirms
details previously reported in The
Wall Street Journal. In a Novem-
ber page-one article, the Journal
documented how Goldman sought
to pry additional collateral from
AIG on the swaps beginning in

2007 and how the bank took steps
to hedge itself amid disputes on
how much it received from the in-
surer.

Goldman was one of AIG’s big-
gest trading partners, or counter-
parties, on credit-default swaps
that AIG’s financial-products unit
wrote to insure large bundles of
mortgage securities or mortgage-
related bets.

Mr. Viniar said Goldman
wouldn’t have incurred credit
losses from its direct exposure to
AIG if the insurer had failed. But
an AIG failure would have dis-
rupted the markets and made it dif-
ficult or expensive to replace
some of its trades. Steep declines
in the mortgage and credit mar-
kets in the fourth quarter of last
year forced AIG to fork over more
cash to its counterparties. That
prompted expansions of the gov-
ernment bailout that now totals
more than $170 billion in taxpayer
commitments.

Critics have questioned why
Goldman accepted those pay-
ments when its AIG exposure was
hedged. Mr. Viniar said Goldman’s
transactions with AIG were “com-
mercial contracts,” and that the
bank sought to protect its share-
holders.

Of the $20 billion in assets on
which Goldman bought protection
from AIG, $14 billion comprised
cash securities that were bought
late last year as part of the govern-
ment bailout of AIG. As a result,
the swap contracts were canceled.

The remaining $6 billion are fi-
nancial bets Goldman made with
AIG. Mr. Viniar said Goldman has

received $4.4 billion in collateral
from AIG on those trades to reflect
the market decline, indicating the
underlying assets are valued at
roughly 27 cents on the dollar.

For these trades, “we have de-
rivatives with [AIG] and deriva-
tives on the other side,” Mr. Viniar
said. He said many of the trades
stemmed from Goldman clients
that wanted to make market bets.

Goldman also shed light on its
efforts to push AIG to face up to its
huge financial obligations, which
led to downgrades in the insurer’s
credit rating and culminated in a li-
quidity crisis that nearly sank AIG
last fall.

Mr. Viniar said Goldman began
marking down the values of its
“collateralized debt obligations,”
or pools of debt, in July 2007.
“This resulted in collateral dis-
putes with AIG,” he said.

Over the following months,
Goldman demanded collateral
from AIG as mortgage markets
weakened. While Goldman re-
ceived some collateral from AIG,
Mr. Viniar said there were “mate-
rial gaps between what we were
paid and what we believed we
were owed.” Goldman hedged that
gap using credit-default swaps
that would pay out if AIG de-
faulted.

The Journal reported in Novem-
ber that Goldman was among the
first of AIG’s trading partners to
start making collateral demands
in the summer of 2007 when the
residential-mortgage debt market
began deteriorating.

In August that year, Goldman
asked for $1.5 billion in collateral
from AIG, but the insurer handed
over only $450 million. In October,
the bank asked for another $3 bil-
lion; AIG disagreed but ended up
posting $1.5 billion.

In late 2007, when AIG’s audi-
tor, PricewaterhouseCoopers LLP,
learned about Goldman’s de-
mands, it reviewed the values of
the contracts and ultimately led
AIG to reflect its first major write-
down on its swap positions. Those
write-downs continued through
the end of 2008.

By Randall Smith

And Liam Pleven

In August 2007, Douglas Poling sat
in on a meeting at which Joseph Cas-
sano,then-headofAmericanInterna-
tional Group Inc.’s financial-products
unit, berated an in-house auditor for
raising questions about the account-
ing for a joint venture Mr. Poling led.

The auditor, Joseph St. Denis, re-
signedthenextmonthafterhisreport-
inglineswerechangedtolimithiscom-
munications with auditors at the par-
ent company, according to an account
of AIG’s dealings he detailed in a letter
he wrote to Congress last October.

Mr. Poling referred calls to AIG,
which declined to comment. A lawyer
for Mr. Cassano said the questions
raised by Mr. St. Denis went beyond
the auditor’s job responsiblities. Mr.
St. Denis didn’t respond to a request
for comment.

Mr. Poling, 48 years old, has been
at the center of the action at AIG’s fi-
nancial-products division for years.
As former general counsel and chief
administrative officer, he served as a
toplieutenantforMr.Cassano,former
AIG staffers say.

Now, he has been thrust into the
spotlight as the highest-paid benefi-
ciaryofacontroversial“retention”bo-
nus plan for about 400 employees of
the AIG unit, receiving more than $6.4
million before he offered to return the
moneyafter a political and public fire-
storm this week, according to a per-
son familiar with the matter.

A former Wall Street lawyer who
joined the AIG unit in the early 1990s,
Mr. Poling oversaw legal work on the
contracts that sat at the core of the
unit’sbusiness,suchascustomizedin-
surance-like swaps and other deriva-
tive contracts that generated a steady
stream of fees, according to former
colleagues.

But in the past year, the terms of
such contracts, requiring AIG to put
up more than $100 billion in collateral
toreflectthefallingvalueoftoxicreal-
estate assets, have crippled AIG, re-
quired a massive $173.3 billion in gov-
ernment support and imperiled the
soundness of the world financial sys-
tem.

The bonus plan, forged a year ago
and aimed at keeping the division in-
tact after Mr. Cassano stepped down
when paper losses on the contracts
topped $10 billion, covered the calen-
dar years 2008 and 2009. Payouts un-
der the plan prompted outrage from
theWhiteHouseandCongress,whose
members denounced the bonuses.

At a congressional hearing

Wednesday, AIG Chief Executive Ed-
ward Liddy refused to provide the
namesofthebonusrecipientstolegis-
lators requesting them, citing threats
to the firm’s executives. At the hear-
ing, Mr. Liddy said he asked bonus re-
cipients to return all or part of the
money. New York Attorney General
Andrew Cuomo on Monday subpoe-
naed AIG for the names.

On Thursday, Mr. Cuomo’s office
said AIG had complied with his de-
mand and said it would be “sensitive”
to possible security concerns before
releasing any of the names of the bo-
nus recipients. His office said Mr.
CuomowillworkwithAIG,givingexec-
utives time to return their bonus
money, as Mr. Poling and some other
AIGexecutiveshavemadeknownthey
would do.

In a statement, AIG said: “We are
pleased that we were able to resolve
this issue with the attorney general in
a manner that balances his need for
the information with our legitimate
and real concerns about the safety of
our employees.”

In any case, it is all a turnabout for
Mr. Poling,whosecurrent title isexec-
utive vice president overseeing “en-
ergy and infrastructure investments”
and who now reports to Gerry Pasci-
ucco.

In May 2007, as AIG’s swaps prob-
lems began developing, Mr. Poling ex-
pressed confidence about the busi-
ness approach of AIG’s financial unit
towardoneofitsproducts,inaninves-
tor presentation with Mr. Cassano.

“We are very careful and disci-
plined and rigorous in the way in
which we structure and document
thesetransactions,andareverysensi-
tivetoensuringthatwehaveearlyter-
mination rights so that if the rules
change, we’re able to unwind those
transactionsandmoveontootherseg-
mentsofthebusinessthataremoreat-
tractive,”Mr.Polingsaid,accordingto
a transcript of the investor presenta-
tion.

Mr. Poling is the son of Harold
“Red” Poling, CEO of Ford Motor Co.
from 1990 to 1993, himself a former fi-
nance specialist who put in place a se-
ries of cost controls that eventually
helped make Ford the most profitable
U.S. car maker throughout mostof the
1990s.

The Poling-led joint venture dis-
cussed at the meeting preceding Mr.
St. Denis’ resignation was a partner-
ship announced in March 2007 be-
tween AIG’s financial-products unit
and closely held Tenaska Energy in
Omaha, Neb. AIG began unwinding
the partnership in January.

Lawyer at troubled unit
received top AIG bonus
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Fed doesn’t need a press
to print all its new money

Deficit forecast tests Obama’s agenda
Projected shortfall is wider than thought, offering ammunition to critics of U.S. president’s budget proposal

Some tout spending they fought

By John D. McKinnon

WASHINGTON—Congressional
budget forecasters said U.S. Presi-
dent Barack Obama’s spending blue-
print would produce significantly
deeper long-run deficits than the
White House has projected, compli-
cating the task of enacting his ambi-
tious domestic agenda.

“This will make it more challeng-
ing for Congress as we craft a bud-
get resolution,” said North Dakota
Democratic Sen. Kent Conrad. The
Senate Budget Committee chairman
will be one of the key players steer-
ing the White House spending blue-
print through Capitol Hill starting
this week. “The reality is, we are go-
ing to have to make adjustments to
the president’s budget if we want to
keep the deficit on a downward tra-
jectory,” Mr. Conrad added.

Mr. Conrad has warned that he is
“very concerned” about the budget’s
long-run implications, saying the
level of debt it envisioned “threat-
ens the economic security of this
country—I believe it in my bones.”

The Congressional Budget Office
on Friday said that if the Obama bud-
get unveiled last month were ap-
proved, the federal government
would run deficits averaging nearly
$1 trillion a year over the next de-
cade. The cumulative deficit from
2010-19 would be $9.3 trillion, ac-
cording to the report—$2.3 trillion
more than the administration fore-
cast last month.

One main reason for the differ-
ence in budget estimates is a differ-
ence in economic forecasts, with con-

gressional views of long-term
growth less optimistic than those of
the White House—in part because of
the long-term effects of so much gov-
ernment borrowing. The White
House said its projection is more in
line with those of private-sector econ-
omists. Congressional forecasters
also use different accounting rules
that tend to be more conservative.

The CBO analysis showed defi-
cits would run about 4% of U.S. gross
domestic product for much of the
next decade, even after the economy
recovers. Administration officials
have testified that such wide deficit
levels wouldn’t be sustainable over
the long run. Their own budget blue-
print predicted deficits would run at

about 3% of GDP after the recession
has run its course.

The new estimate offers more
fodder to the president’s Republi-
can critics, who have consistently at-
tacked him in the early days of his ad-
ministration for heavy spending. “If
there was ever any doubt that the ad-
ministration’s budget spends too
much, taxes too much and borrows
too much, it’s gone,” Senate Minor-
ity Leader Mitch McConnell said.

Mr. Conrad, the Senate budget
chairman, said the long-run deficits
reflect deeper problems for the U.S.
that aren’t of Mr. Obama’s making,
but must be addressed in coming
years. Those include the aging of
baby boomers and the growing cost

of federal entitlements such as Social
Security and Medicare, as well as the
porousness of an obsolete tax system.

The CBO analysis—which Con-
gress relies on in making budgeting
decisions—could make it tougher
for Mr. Obama to advance some of
his spending initiatives and tax cuts,
and perhaps even imperil his health-
care overhaul.

The new forecast also is likely to
boost pressure for tax increases and
stricter tax enforcement, as well as
spending cuts. Lawmakers say some
proposals have been raised already in
talks between congressional budget
writers and administration officials,
such as expiration dates on some tax
cuts and fresh spending cuts.

Mr. Obama has promised to halve
the $1.3 trillion annual deficit he in-
herited by the end of his first term,
but the CBO projection suggests he
has further trimming to do to hit
that goal. Mr. Obama on Friday told
a group of state lawmakers that his
aides are “having to go through the
books line by line…so that we cut
our deficit in half.”

The president sought to under-
score the administration’s fiscal rec-
titude, noting that an electrical-ren-
ovation project for the White House
East Wing didn’t get funds from the
recently enacted $787 billion stimu-
lus bill because of the high stan-
dards the administration set for
spending the money.

But, he said, “What we will not
cut are investments that will lead to
real growth and real prosperity over
the long term.” Those include his
health-care overhaul as well as clean-
energy and education initiatives.

Congress also appears increas-
ingly likely to adopt a five-year bud-
get resolution in the coming weeks,
scrapping plans to do one for a de-
cade. One effect of that would be to
make the budget numbers look
somewhat better, by erasing some
of the long-run deficits after the mid-
dle of the next decade. But lawmak-
ers said the purpose would be to pro-
duce a more accurate budget, given
the uncertainty involved.

“To get rid of a deficit of this enor-
mity is going to take several itera-
tions,” Rep. John Spratt (D., S.C.),
the House Budget Committee chair-
man, said in an interview. “We’re
back in the ’80s and ’90s once again,
trying to whittle it away.”
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By Jon Hilsenrath

Wouldn’t it be nice if you could
just print money?

The U.S. Federal Reserve can. It
has pumped roughly $800 billion of
new money into the financial sys-
tem over the past seven months, and
earlier this month said an additional
trillion dollars or more could be cre-
ated in months ahead.

But new money doesn’t roll off a
printing press and get loaded in ar-
mored trucks. The Fed purchases se-
curities or other assets from securi-
ties dealers in exchange for elec-
tronic credits that amount to cash
and are deposited in banks.

The cash credits—known as bank
reserves—have grown from $3 bil-
lion in August to $776 billion by mid-
March. The Fed made clear last
week that reserves will soar in the
months ahead, as the central bank
expands its rescue programs.

Sure, the Fed can print money
through the Bureau of Engraving and
Printing. But that isn’t how it expands
money and credit. Since August, Fed-
eral Reserve notes—also known as
dollars—have only increased to $862
billion from $793 billion.

Thekeytounderstandingwhatthe
Fed does is understanding the securi-
ties it buys. Last week, it said it would
purchase as much as $1.25 trillion of
mortgage-backed securities backed
by the government-owned mortgage
firms Fannie Mae, Freddie Mac and

Ginnie Mae. It will also buy as much as
$200 billion of debt issued by those
firms. And, importantly, it will buy as
muchas$300billionoflong-termdebt
issued by the U.S. government itself.

The Fed hopes the purchases will
drive down long-term interest rates
and make mortgages cheaper. When
it buys securities, in theory, that
should drive up the price and drive
down the yield.

Some economists find the Fed’s
actions alarming, especially its pur-
chases of government bonds. The
Fed is essentially creating money
and lending it to the Treasury. Econ-
omists worry this will bloat budget
deficits. They are also concerned
about debasing the currency—print-
ing more dollars makes them worth
less—and stoking inflation.

Right now, though, the Fed’s
worry isn’t inflation. With so many
factories standing idle and homes
sitting empty, it is hard to raise
prices. And the cash the Fed has
been pumping into banks isn’t being
turned into loans. “It is only if the
banking system starts to expand
credit that you get higher spending
and inflation,” says Ethan Harris, an
economist with Barclays Capital.

Officialshopethenewmoneygets
more credit into the economy and re-
vives the financial system. If all goes
according to plan, Fed officials will
pull the extra money during a recov-
ery, pushing interest rates higher be-
fore inflation gets out of hand.

By Naftali Bendavid

WASHINGTON—Republicans
railed against the Democrats’ mas-
sive economic-stimulus and spend-
ing bills as fiscally irresponsible,
but some GOP lawmakers are taking
credit for projects in their own dis-
tricts funded by the measures.

“Washington needs to stop spend-
ing money that it doesn’t have,”
Michigan Republican Rep. Pete Hoek-
stra said in attacking the $410 bil-
lion omnibus-spending bill, which
funds the government through Sep-
tember. But once it passed, he touted
its benefits for his district.

“Safe and navigable harbors are
economic engines that drive the
communities that surround them,”
Mr. Hoekstra said, announcing $3
million for harbor improvements.

Facing difficult economic times
and looking ahead to 2010 elections,
U.S. lawmakers are under pressure
to show they are helping constitu-
ents. That is leading some Republi-
cans, and even a handful of Demo-
crats, to highlight funds in bills they
voted against.

“There is a political game going
on here,” said Leslie Paige, spokes-
woman for Citizens Against Govern-
ment Waste, a watchdog group. “On
the national stage, you want to look
like a good-government guy or gal.
But at home, you want to get patted
on the back and get a photo op.”

A number of lawmakers disputed
this, saying it isn’t surprising that a
bad bill would contain some good el-
ements. Even if a spending bill is

wasteful, they said, that doesn’t
mean items for their district can’t
be worthwhile.

“Not to be rude, but it’s one of the
dumbest things,” Mr. Hoekstra said
of the notion that there is a contradic-
tion. “The only people who are sup-
posed to get money in an omnibus
bill are the ones that vote for it?…I
don’t see any inconsistency at all.”

Democratic Rep. Dennis Cardoza
of California, who brands himself a
“fiscally responsible legislator who
delivers results for the Central Val-
ley,” opposed the spending bill. But
when President Barack Obama
signed it, Mr. Cardoza said he was
“pleased to have been able to secure”
nearly $25 million worth of projects.

A staffer for Mr. Cardoza said the
lawmaker voted against the bill not
because of the spending, but be-
cause it gave the administration au-
thority to overturn a rule that re-
laxed the requirements of the Endan-
gered Species Act.

GOP leaders took pride in the fact
that every House Republican voted
against the $787 billion economic-
stimulus bill and that all but 16 op-
posed the spending bill. They bat-
tered Mr. Obama and other Demo-
crats, saying the spending bill in-
creased outlays by 8% over the 2008
fiscal year. They also criticized its nu-
merous earmarks, the special items
inserted by lawmakers for their dis-
tricts. Now many of the Republicans
who opposed the bills are highlight-
ing earmarks they inserted or other
benefits the bills bring to their states.

Rep. Mary Bono Mack (R., Calif.),

who denounced the stimulus bill as
wasteful,soonannouncedthatitpro-
vided a $4.2 million grant for her dis-
tricttopreventfamiliesfrombecom-
ing homeless. “This funding will pro-
vide much-needed assistance,” she
said.

Spokeswoman Jennifer May said
the congresswoman considered the
bill “misguided” and “bloated,” but
that Ms. Bono Mack’s district was es-
pecially hard-hit by the housing cri-
sis and the funding was crucial to
keep families in their homes.

Rep. Cliff Stearns (R., Fla.) voted
against the spending bill. When it
passed, he announced that he had
“secured” $1.7 million in the legisla-
tion for a citrus-research project
and a mental-health program.

Questioned about this, Mr.
Stearns issued a statement saying
he opposed the bill because of its
cost but would be shortchanging his
constituents if he didn’t seek money
for them.

Rep. Mario Diaz-Balart (R., Fla.)
also opposed the omnibus bill. After it
passed, he announced that it included
$570,000forhybrid-fueltrolleysinMi-
amiLakes.“Iamproudtohavesecured
these federal funds to ensure that all
residents of Miami Lakes can have
easy access to parks, schools, shops
andbusinesses,” Mr. Diaz-Balart said.

In an interview, Mr. Diaz-Balart
said, “The omnibus was too much
money, too much spending, too much
borrowing, too much debt, and no ac-
countability. Now, I have stuff in that
bill,butIstillvotedagainstit.Butwhat
I have in there, I am very proud of.”
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Surge in commodity prices
gives resource shares a lift
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By Matthias Rieker

And David Enrich

Citigroup Inc. shifted Chief Finan-
cial Officer Gary Crittenden to a part-
time job as chairman of the new Citi
Holdings unit, which is trying to
shed noncore assets so the rest of the
company can focus on its investment
bank and retail-banking operations.

Mr. Crittenden, 55 years old and a
former American Express Co. fi-
nance chief who joined Citigroup in
2007, will be succeeded by Edward
“Ned” Kelly, now the head of global
banking at the New York company.

Friday’s move came as a surprise
to many analysts and investors. Still,
there was no indication that Mr. Crit-
tenden had disagreements with Citi-
group Chief Executive Vikram Pan-
dit. According to people familiar
with the situation, Mr. Crittenden de-
cided to scale back his workload be-
cause of a health issue in his family.

According to a person familiar
with the events leading up to the an-
nouncement, U.S. government offi-
cials had no involvement. They were
informed Thursday and indicated
they accepted the changes, this per-
son said.

Mr. Pandit had previously in-
formed Mr. Kelly, 55, that he would
likely be tapped for the CFO job, said
a person familiar with the matter.
Top executives and directors had

been urging Mr. Crittenden to re-
main finance chief.

Mr. Kelly, one of Mr. Pandit’s first
key hires as CEO, started at Citi-
group in January 2008 as head of al-
ternative investments. He was lured
away from private-equity firm Car-
lyle Group, where Mr. Kelly
was in charge of building a
group that would invest in
banks.

“I have known Vikram for
a long time, and that’s the
reason I am here,” Mr. Kelly
said in a recent interview.
“Anybody at a firm like this,
in times like these, should
feel challenged and hum-
bled; otherwise, he is not be-
ing honest.”

Mr. Kelly’s role at Citi-
group has become more
prominent in recent
months. He orchestrated the bank’s
decision to split its business into
core and noncore operations, and to
ask preferred shareholders to con-
vert their stakes into common stock.
Mr. Kelly has also been Citi’s point
man in dealing with regulators in re-
cent months. Some people inside
and outside Citigroup said Mr. Kelly
might be in line to succeed Mr. Pan-
dit, even though CFOs typically don’t
become chief executives.

David Trone, an analyst with Fox-
Pitt Kelton Cochran Caronia Waller
(USA) LLC, wrote in a research re-
port that “The key question is how
well Kelly will fare as a CFO under
the intense spotlight of an impaired
Citigroup.”

Mr. Pandit hailed Mr. Crit-
tenden’s efforts as finance chief, cit-

ing his progress in managing “Citi’s
re-engineering efforts and reduced
expenses during a challenging envi-
ronment.”

Mr. Crittenden has long been one
of the most vocal defenders of Citi-
group’s vast product array, interna-

tional scope and universal
banking model. Summing
up Citigroup’s string of ac-
quisitions, he has called the
company “the most suc-
cessful rollup in history.”

In 2007, though, Mr.
Crittenden acknowledged
that Citigroup needs to
shrink to become healthy.
He was intimately involved
with Messrs. Pandit and
Kelly in designing the struc-
ture that separated, but
not removed, Citi’s non-
core businesses. He is one

of the most respected CFOs on Wall
Street, and a man who Citigroup in-
siders joke is incapable of getting an-
gry.

Citi Holdings includes the compa-
ny’s sizable consumer-finance opera-
tions, like CitiFinancial and CitiMort-
gage, and the company’s stake in the
joint venture that would combine
the brokerage operations of Citi-
group and Morgan Stanley. Citi-
group has essentially declared that it
can live without those businesses.
The remaining pieces of Citigroup,
called CitiCorp, are the core of its glo-
bal wholesale and retail banking
units.

Mr. Pandit said in a statement Fri-
day that he is “confident Gary will
guide and accelerate our efforts to re-
alize the value of Citi Holdings.”

By David J. Reynolds

And Aaron Lucchetti

John Mack, the chairman and
chief executive of Morgan Stanley,
received no stock, options or cash
bonuses in its fiscal 2008, the Wall
Street firm disclosed Friday.

According to a pay disclosure
filed with the U.S. Securities and
Exchange Commission, Mr. Mack
received $1.24 million in total com-
pensation, his base salary of
$800,000 plus the value of perks
like personal use of company air-
craft, security costs and some re-
tirement benefits.

It was the second consecutive
year that Mr. Mack didn’t get a bo-
nus. Morgan’s two co-presidents
also agreed late last year to take no

bonus, as political pressure
rose over bonuses at firms
that received government
money.

But other senior officials
at Morgan did collect a bo-
nus. For 2008, the company
said it paid Chief Financial
Officer Colm Kelleher a
$3.97 million cash bonus, in-
cluding $2.9 million paid in
January 2009. Mr. Kelleher
also received relocation ben-
efits and a housing allow-
ance valued at $2.2 million, bring-
ing his overall compensation to
$7.4 million, the highest of the five
named executives at the firm.

Gary Lynch, chief legal officer,
got a salary of $300,000, a cash bo-
nus of $3.17 million and stock valued

at $531,000 for 2008.
Thomas R. Nides, Mor-

gan’s chief administrative
officer, was paid $300,000
in salary, a cash bonus of
$2.34 million and
$357,000 in stock.

Morgan’s bonuses now
carry a clawback in which
employees might be forced
to give back pay. Congress
is debating a bill that
would heavily tax bonuses
like the ones paid to the

three Morgan executives.
Morgan’s shares fell 70% in

2008, but the firm finished the year
with positive net income. Overall,
compensation from 2007 declined
23% for Mr. Mack and 65% for Mr.
Kelleher.
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By V. Phani Kumar

And Rosalind Mathieson

Financial stocks sagged Friday,
while a surge in commodity prices
overnight boosted resource stocks
across the region.

With Japanese
markets closed for
the Vernal Equinox
holiday and Dow
Jones Industrial Av-

erage futures pointing lower, some
of the euphoria over the U.S. Federal
Reserve’s actions midweek was re-
placed by caution.

In Hong Kong, the Hang Seng In-
dex declined 2.3% to 12833.51 as finan-
cial stocks tracked a drop in Citigroup
overnight. Industrial & Commercial
Bank of China fell 5.4%, China Con-
struction Bank dropped 5.2% and
Bank of Communications shed 5.4%.

A worsening earnings outlook
pushed China Mobile down 5.4% Fri-
day after a 2.1% drop on Thursday.

In Sydney, Macquarie Airports
tumbled 8.2% after saying passen-
ger traffic continued to decline
across its portfolio of airportss.

On the upside, mining and en-

ergy-related companies were
buoyed by gains in prices for base
and precious metals as well as for
crude oil. Cnooc added 1.2% and Alu-
minum Corp. of China climbed 2.3%
in Hong Kong, while Rio Tinto and
BHP Billiton jumped 3% in Sydney
and Korea Zinc surged 9.8% in Seoul.

In Shanghai, expectations of gov-
ernment-led infrastructure con-
struction lifted resource stocks,
with Jiangxi Copper surging 8.4%.
The Shanghai Composite edged up
0.7% to 2281.09 Friday, giving it a
7.2% advance for the week.

Japan’s Nikkei Stock Average of
225 companies finished its week
through Thursday with a 5% gain, at
7945.96, while Hong Kong ended the
week up 2.5%.

Many analysts were doubtful of
any sustained stock advance as long
as the financial system remained
strained and the global economic
outlook grim.

“I don’t think anyone reasonably
expects this to be a long-term rally
or that we’ve hit bottom,” said An-
drew Orchard, Asian strategist for
Royal Bank of Scotland Group in
Hong Kong.

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

ASIAN-PACIFIC
STOCKS
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Hard to sell ‘E-Z’ credit
Korea and Singapore
tell IMF ‘no thanks’
to new lending plan

China’s stimulus risks
worsening oversupply

OECD says China will grow 6.5%

U.S., China spar over WTO ruling

The look ahead | Economic output, annual change

Note: 2009 and 2010 figures are projections Source: International Monetary Fund
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Significant excess capacity is 
emerging in China...

...after an investment boom of 
historic proportions

Output gap as percentage of GDP China investment share of GDP

Japan and South
Korea investment
at industrial peak

ECONOMY & POLITICS

By Kanga Kong

And P.R. Venkat

South Korea and Singapore said
they have no interest in a proposed,
sweeter credit line from the Interna-
tional Monetary Fund, highlighting
the stigma attached in the region to
any suggestion of taking money
from the IMF.

The IMF’s executive board is plan-
ning to approve, possibly as early as
Tuesday, a revision to its $100 bil-
lion lending program, which was an-
nounced in October and has yet to at-
tract a single borrower.

Officials in South Korea and Sin-
gapore said Friday their govern-
ments don’t need to participate in the
revised program, to be called a flexi-
ble credit line. The primary changes

from the IMF facility announced in
October are that loans will come with
far fewer strings and borrowers will
have access to much more money.

“South Koreans tremble and fi-
nancial markets turn sensitive when-
ever they hear the word ‘IMF,’ so it’s
not easy for us to participate in the
program,” said Lee Hyoung-ryoul,
the head of the IMF team at the Ko-
rean Finance Ministry. He added
that Seoul has no need for such
loans as the nation has sufficient for-
eign-currency liquidity.

The Monetary Authority of Sin-
gapore welcomed “the IMF’s efforts to
revise the lending facility as a precau-
tionary crisis-prevention instru-
ment” but said Singapore has no need
to access the facility.

IMF officials said they expect
countries to examine the particu-
lars of the program and believe they
have remade the program in a way
that will encourage participation.
They added that they don’t expect
any nation to sign up for a new facility
without seeing the final product. The

IMF declined to comment further.
The IMF initially introduced the

loan program, informally dubbed
E-Z loans, after the September col-
lapse of Lehman Brothers Holdings
Inc. caused the global credit crunch
to worsen. The idea all along has
been to support countries whose pol-
icies the IMF believes are generally
sound but which face sharp slow-
downs in economic growth.

To shed an image—prevalent in
Latin America and Asia—of the IMF
as making heavy-handed demands
on countries in crisis, the fund ini-
tially offered to preapprove coun-
tries for the E-Z loans and not re-
quire borrowers to make significant
changes in economic policy.

But since the IMF has yet to get
any takers, it now plans to offer the
loans as lines of credit: Countries
would tap them only if needed and
wouldn’t pay interest unless they
used the money. The plan would re-
move any formal cap on the amount
countries can borrow and make the
credit line renewable indefinitely.

By Andrew Batson

BEIJING—The Chinese govern-
ment’s massive investment in the
economy could end up increasing ex-
cess capacity in industries from
steel to petrochemicals, some execu-
tives and economists say.

Given China’s global manufactur-
ing heft, more idle factories could
heighten competitive pressure
world-wide, sparking trade squab-
bles as Chinese factories ship sur-
plus products abroad. U.S. and Euro-
pean steelmakers already are look-
ing at import curbs.

“China is now already plagued by
overcapacity in some industries. To
add more investment now, just to
get some companies going, might
threaten the industrial base years
from now,” said Joerg Wuttke, presi-
dent of the European Union Cham-
ber of Commerce in China. “Authori-
ties here seem to underestimate the
severity of overcapacity,” he said, in
part because they are so focused on
getting economic growth moving in
the short term.

China is the world’s largest steel-
maker and third-largest vehicle
maker. The supply of these and
other industrial products exceeds
demand both at home and abroad.
According to China’s industry minis-
try, as of this month about 30% of
the nation’s aluminum production
capacity is idle, as is 20% of cement
and plate-glass capacity and 70% of
semiconductor production.

The Chinese government’s four
trillion yuan (about $585 billion) in-
vestment program attempts to
tackle part of the problem. By boost-
ing construction of public works,
the government can increase de-
mand for products such as steel,
thereby reducing idle capacity. But
with policy makers also opening the
taps on bank lending and rushing to
approve big projects like petrochem-
ical plants, the stimulus could end
up adding capacity.

“We think it’s unavoidable that
this stimulus plan will create some
excess capacity,” said Hu Yifan,
chief global economist for Citic Secu-
rities in Hong Kong. That makes it
more urgent for China to boost do-
mestic demand, she said, since
world markets will likely be unable
to absorb the surplus.

A number of analysts caution
against using current depressed con-
ditions to judge whether there is too
much capacity for the longer term,
because some idle factories will
start up again when demand recov-
ers. “In an economic downturn, al-
most by definition, supply exceeds
demand,” said Wensheng Peng,

economist for Barclays Capital. “I
think almost every economy now
has excess capacity.”

The expansion of industry in
China in recent years is almost un-
precedented: It has been investing
more as a share of the economy than
Japan or South Korea did even at the
peak of their industrialization.
Much of that investment could per-
haps be justified if China’s recent
run of 10%-plus growth continued in-
definitely. But with U.S. consumers
saving more and spending less,
many economists say China needs
to adjust to more subdued demand
for its exports for years to come.

“With the global economy ex-
pected to remain weak for quite a
while, some of the capacity in some
manufacturing sectors may never
be fully used, and may have to be
written off,” said Louis Kuijs, an
economist in the World Bank’s
Beijing office.

So far there has been little effort
in China to permanently shutter un-
needed factories. Although a new cor-
porate bankruptcy code took effect in
2007, lawyers say it has seen little
use, with the government preferring
negotiated solutions that keep work-
ers at least nominally employed.

Along with the stimulus, the gov-
ernment is pushing a series of “re-
structuring and revitalization”
plans for heavy industries. Among
the goals of the plans are “curbing
the expansion of industries with ex-
cess production capacity, and speed-
ing up the phase-out of backward
production capacity,” according to a
statement last month from China’s
economic planning agency.

While the plans’ complete de-
tails haven’t yet been made public,
they don’t seem to include major re-
ductions in capacity. For instance,
China’s crude steel-making capacity
reached 660 million tons at the end
of 2008, but production was only
about 500 million tons. The draft
plan for the steel industry calls for
eliminating 25 million tons of capac-
ity by 2011, only a small fraction of
the gap.

It’s understandable that China’s
political leaders want to help major
industries and not close them; wit-
ness the reluctance in the U.S. to let
auto makers go bankrupt.

China also has auto-sector con-
cerns. The country has the capacity
to produce about 12 million automo-
biles a year, but only 9.37 million
were sold in 2008. The government’s
plan encourages mergers among
auto makers, reducing the total num-
ber of major producers from 14 to
less than 10, but doesn’t call for reduc-
ing overall capacity in the industry.

By J.R. Wu

BEIJING—The Organization for
Economic Cooperation and Devel-
opment will cut its forecast for Chi-
na’s economic growth this year to
less than 6.5%, said its top China
economist.

The view contrasts with Beijing’s
official target of around 8%, but is in
line with several independent fore-
casts. Earlier last week, the World
Bank cut its forecast for China’s
gross domestic product growth this
year to 6.5% from the 7.5% estimate

it made in November, citing worsen-
ing global conditions.

The OECD forecast, to be issued
in a report on the global economy at
the end of this month, will be a down-
ward revision to its 8% growth esti-
mate in November.

Richard Herd, the Paris-based or-
ganization’s top China economist,
said the forecast would be lower
than the World Bank’s estimate, but
above 6%. He said China’s GDP in the
first quarter is likely to grow around
6.3%, down from the fourth quar-
ter’s 6.8% expansion, which was a

seven-year low. He said China’s GDP
growth may reach 8% on a year-on-
year basis by the fourth quarter.

Since Beijing launched its four
trillion yuan ($585 billion) stimulus
plan in November, global economic
conditions have deteriorated rap-
idly, hurting China’s trade and in-
vestment activity.

At a news briefing Friday, OECD
Secretary-General Angel Gurria sig-
naled the OECD will downgrade its
forecasts for major economies when
it issues its interim economic out-
look report March 31.

By Tom Barkley

And Min Zeng

WASHINGTON—The U.S. and
China sparred Friday over a World
Trade Organization ruling in a dis-
pute about piracy of DVDs, music,
books and other copyright products.

The WTO ratified a decision that
faulted some, but not all, of China’s in-
tellectual-property protections.

The case was brought by the Bush
administration, but President Barack
Obama has pledged to take an even
tougher line on trade with China.

Mr. Obama’s newly confirmed
trade representative, Ron Kirk, said

Friday he looks “forward to China’s
prompt compliance with the WTO’s
rulings in this dispute as a positive
step toward addressing the continu-
ing challenges of counterfeiting and
piracy in China.”

China interpreted the ruling dif-
ferently. Yao Jian, spokesman for Chi-
na’s Ministry of Commerce, said in a
statement that the WTO rebutted
most of the U.S. claims. He defended
China’s intellectual-property system,
saying the country has “consistently
proposed that strengthening dia-
logue and cooperation should be-
come the trend for global efforts to
protect intellectual-property rights.”

Neither side appealed the earlier
finding, issued in January, even
thoughit was asplit decision. “Thesig-
nificance of today is that nobody ap-
pealed, said Simon Lester, chief ad-
ministrator for Washington-based
consultancy WorldTradeLaw.net LLC.

An official from the European
Union, an observer and not a com-
plainant in the dispute, said, “We ob-
viously welcome any enforcement
of intellectual-property rights.”

The U.S. filed the claim in 2007,
citing structural problems in Chi-
na’s enforcement laws.
 —John W. Miller in Brussels

contributed to this article.
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In February, a panel led by former banker and French Treasury official Jacques de
Larosière called for a harmonization of Europe’s financial regulations.

EU considers more derivatives regulation
Volutary conduct
may be replaced
by mandatory rules

By Natasha de Terán

T HE EUROPEAN UNION is tak-
ing a fresh look at ways the de-
rivatives market might be reg-

ulated, going beyond a recent agree-
ment struck with the industry re-
lated to credit derivatives and look-
ing at possible legislation.

The European Parliament and Eu-
ropean Council initiated a report
this month that the European Com-
mission said in a statement last
week was meant to suggest ways to
“fill gaps where European or na-
tional regulation is insufficient or in-
complete.” The report would lay out
proposals for legislation that could
be established as soon as the fall by
the European Parliament.

The report will examine all as-
pects of the European derivatives
market, covering trading and clear-
ing of derivatives products, as well
as the market infrastructure and in-
termediaries and central counter-
parties involved in the market.

Previously, European regulators
had said they were considering ex-
tending to the derivatives market a
voluntary code of conduct. The code
requires that exchanges and clear-

ing houses of equities to cooperate
and offer customers pricing trans-
parency and a greater choice of ser-
vices. People close to the commis-
sion, the EU’s executive arm, now ex-
pect the commission to push for a
mandatory code.

The report marks an escalation
of the commission’s readiness to ad-
dress the perceived weaknesses of
the derivatives market and its infra-
structure in the wake of the credit
crisis.

The commission has previously
looked at the credit-derivatives mar-
ket, where a lack of regulation and in-
formation about contracts known as
credit default swaps became a cause
for concern in the aftermath of the
Lehman Brothers collapse. Lehman
Brothers was one of the largest deal-
ers in credit default swaps.

The commission already negoti-
ated a commitment this year from
dealers in credit default swaps to
use clearing services, a measure
that is designed to instill greater
transparency in the market and
make it easier for regulators to moni-
tor risks.

But Mario Nava, head of market
infrastructure at the commission’s
internal-market-and-services direc-
torate general, which will be contrib-
uting to the report, said last week
that while the commission wel-
comed those commitments, that
didn’t mean the legislative initia-
tives were complete.

Even after the commission pub-
lishes its proposals, the European
Parliament could make changes be-
fore approving them. Afterward, the
EU’s national governments will have
to pass them into law.

Anthony Belchambers, chief ex-
ecutive of the Futures and Options
Association, said that the speed of
the initiative didn’t surprise him,
given its accelerated program for de-
livering “regulatory repair.”

“The regulatory focus on increas-
ing market oversight and supervi-
sion, enhancing transparency and
closing regulatory ‘gaps’ is under-
standable,” he said, but added that
legislation that eliminated the dif-
ferences among the various markets
for derivatives and traders could
hurt the attractiveness of the EU as
a trading venue.

According to the Bank for Inter-
national Settlements, European ex-

changes accounted for 38% of global
futures trading, and 42% of global
options turnover last year, repre-
senting $890 trillion in notional
turnover terms.

McKinsey estimates suggest that
Europe accounts for about 60% of
turnover in the over-the-counter
markets for interest-rate, equity, for-
eign exchange and fund-linked deriv-
atives, or approximately $320 tril-
lion of notional over-the-counter de-
rivatives outstanding.

The commission’s push on deriv-
atives follows the high-profile re-
view by Adair Turner in the U.K.
and last month’s publication of the
so-called de Larosière report for
the EU on financial supervision in
Europe.

Lord Turner, chairman of the
U.K.’s Financial Services Authority,
said regulation is needed to take
more account of the complexity and
opacity of the structured-credit-
and-derivatives system, including
softening the role played by credit
default swaps in exaggerating boom
and bust cycles.

Jacques de Larosière, a former
banker and French Treasury offi-
cial, recommended the commission
take a “wide look” at the functioning
of derivative markets; the simplifica-
tion and standardization of most
OTC derivatives; and the develop-
ment of appropriate risk-mitigation
techniques and transparency mea-
sures.

Turquoise trade volume
falls as contracts expire
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By Tom Fairless

Trading volumes at European
stock market Turquoise fell by more
than half last week after agreements
signed by its nine shareholder banks
to trade on the system expired.

Turquoise, founded by nine of the
world’s largestinvestment banks to in-
creasethecompetitive pressure on Eu-
rope’s main stock markets, has been
doing well since its launch. The Lon-
don system has expanded its market
share in all of Europe’s main share in-
dexes and earlier this month was han-
dling nearly 7% of the U.K.’s FTSE 100
trading, 8.2% of the French CAC-40 in-
dex and 9.4% of Dutch blue chips.

Last week’s slowdown came after
Turquoise’s investment-bank backers
were released from contracts requir-
ing them to make markets in certain
stocks for six months, an arrange-
ment designed to draw liquidity to the
system as it found its feet.

The value of shares traded on Tur-
quoise between Monday and Thurs-
daylast week slid to Œ3 billion ($4.1 bil-
lion), down 51% from Œ6.1 billion the
same period in the previous week, ac-
cording to Bats Trading. The system’s
share of European stock trades aver-
aged 3% last week, compared with

5.6% the previous week.
Meanwhile,rival Chi-X Europe,ma-

jority-owned by agency broker Insti-
net Europe, traded shares valued at
Œ10.4 billion in the first four days of
last week, down 6% from the previous
week, although its European market
share rose to 10% from 9.7%.

Turquoise’s slump follows a pe-
riod of growth. Turquoise had a
record month in February, with stock
volumes rising 11% from the previous
month to Œ29.1 billion, even as vol-
umes at many other European mar-
kets declined, according to financial
software group Fidessa.

Eli Lederman, Turquoise’s chief ex-
ecutive, said the drop-off in volumes
had been significant but less than the
market had anticipated. “We knew
there would be some drop-off in vol-
umes when the liquidity agreements
ran out,” he said.

Turquoise recently has sought to
reduce its dependence on its nine
shareholders by courtingnew custom-
ers, such as trading boutiques, which
it is keen to add to its ownership ros-
ter.

“We now have a number of new
members and are confident we will
quickly rebuild the market share we
have lost,” said Mr. Lederman.

However, the system faces chal-
lenges. Equity volumes across mar-
kets have fallen as the financial crisis
causes investors to shun risk, while
new trading systems continue to en-
ter the European market. NYSE Euro-
next launched its European trading
system, NYSE Arca Europe, this
month, while U.S. dark pool Pipeline
Trading plans to go live in Europe in
May.
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