
A
ge

nc
e 

Fr
an

ce
-P

re
ss

e

By Charles Forelle

BRUSSELS—European
Union leaders struggled for a
united response to the finan-
cial crisis as German Chancel-
lor Angela Merkel rejected
calls for a bailout of Eastern
Europe while hard-hit Hun-
gary proposed direct aid and
fast-track entry to the euro
zone.

The tensions at a Sunday
summit made clear the diffi-
culty of finding a cohesive ap-
proach to a recession that has
hit the bloc’s 27 members
with widely varying force.
Even in troubled Central and
Eastern Europe, leaders of rel-
atively stronger countries
split with their neighbors
over the wisdom of bailouts,
out of fear of appearing weak.

At the summit, called by
Czech Prime Minister Mirek
Topolanek, who holds the Eu-
ropean Union’s rotating presi-
dency, leaders reiterated a
commitment to avoid protec-
tionism in national rescue
plans but left Brussels with
few concrete decisions and no
indication that a pan-Euro-
pean plan was forthcoming.

Hungary, Bulgaria, Roma-
nia and others in Central and
Eastern Europe are facing
massive economic contrac-
tions as once-booming indus-
trial output executes a
U-turn. In the Baltics, Latvia—
which financed its expansion
b y b o r ro w i n g f ro m
abroad—is literally running
out of money as those spigots
run dry.

The situation is exacer-
bated in Hungary and other
countries outside the 16-na-
tion euro zone where resi-
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Crisis widens the EU divide
Hard-hit Eastern European countries find aid from their neighbors elusive
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No fanfare

H&M quietly launches home-
textile business online
Corporate News, page 4
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DJ Stoxx 600 172.92 -1.83
FTSE 100 3830.09 -2.18
DAX 3843.74 -2.51
CAC 40 2702.48 -1.54

Euro $1.2693 -0.54
Nymex crude $44.76 -1.02

American International
Group Inc. will receive up to
an additional $30 billion in
U.S. federal assistance as part
of the latest revamp of its gov-
ernment bailout, according to
people familiar with the mat-
ter.

The new funding is in-
tended to support AIG as it ab-
sorbs $60 billion in quarterly
losses and struggles to ad-
dress operational and compet-
itive upheaval. Under the
plan, the insurer will repay
much of the $40 billion it
owes the Federal Reserve
with equity stakes in two AIG
units overseas—Asia-based
American International Assur-
ance Co. and American Life In-
surance Co., which operates
in 50 countries.

The changes are intended
to be a lasting solution to
AIG’s parlous financial situa-
tion; they eliminate some of
the ongoing cash demands
necessary to repay govern-
ment loans. For U.S. taxpay-
ers, however, the new plan
means new risks and poten-
tial losses. The U.S. govern-
ment will now be a direct
owner of AIG units, whose
worth is hard to gauge.

The assets AIG is transfer-
ring to the government have
been on the block for months,
but have failed to receive ac-

Please turn to page 28

No land for bombs
Obama shouldn’t bully
Israel into deadly terri-
tory giveaways. Page 13

By Cecilie Rohwedder

LOS ANGELES—In 2007,
as it rolled out ambitious
plans to break into the U.S.
market, British retailer Tesco
PLC emphasized the high-
quality foods at its Fresh &
Easy supermarkets. Fifteen
months, 114 stores and a deep
recession later, the company
has made big changes to its
strategy: steep price cuts, ag-
gressive advertising and a
new budget brand.

Tesco—the world’s fourth-
biggest retailer by sales after
Wal-Mart, Carrefour and
Home Depot—always ex-
pected tough competition in
places like Manhattan Beach,
a seaside area of Los Angeles,
where its Fresh & Easy store
sits opposite a Trader Joe’s

operated by Aldi Group of
Germany.

But it didn’t foresee that
its expansion—one of its big-
gest and most important
projects in years—would
dovetail with a deep down-
turn in consumer spending.
“The world is a very different
place now,” says Tim Mason,
president and chief executive
of Tesco’s U.S. business.

So the supermarket chain
now woos customers with
98-cent fruit and vegetable
packs and “Everything under
$1” displays. A recent flier said,
“A financial crisis shouldn’t
mean a dinner crisis.”

How Tesco copes with the
American economic crisis is
being closely watched by ri-
vals and investors. Competi-

Please turn to page 27

News in Depth: A family’s unending quest for a missing Holocaust hero

French President Nicolas Sarkozy, left, and Belgian Prime Minister Herman Van Rompuy before a
group photo on Sunday at the economic summit of European leaders at the EU Council in Brussels.
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U.S. adds
funding
for AIG
bailout

By Deborah Solomon,
Matthew Karnitschnig,
and Liam Pleven

Tesco revamps aisles

to handle U.S. slump

Inside

Markets

GM is expected to lay out a
proposal this week for sell-
ing a stake in its Opel unit in
a bid to win aid from Ger-
many. Under the plan, GM
would sell 25% or more of
Opel and cut $1.2 billion in
costs, officials said. Page 5

n HSBC plans to curtail its
U.S. consumer lending as it
prepares to raise at least
$17.2 billion in a rights issue
and cut its dividend. Page 3

n RBS is in talks to sell its
retail and commercial assets
in Asia to ANZ for about
$1.43 billion, part of a move
to sell noncore assets. Page 2

n The rate of inflation in the
euro-zone fell while unem-
ployment hit a two-year high
of 8.2% in January. Page 2

n The U.S. administration’s
budget blueprint is sending a
message to business that reg-
ulation is back in style. Page 10

n The U.S. economy shrank
6.2% in the fourth quarter,
more than previously thought,
casting doubt about chances
of a recovery this year. Page 9

n Berkshire Hathaway said
book value per share fell 9.6%
last year, its biggest fall since
Warren Buffett took over the
company in 1965. Page 17

n Citigroup agreed to a
third rescue that will give
U.S. taxpayers as much as
36% of the bank. Page 19

n The Kremlin and Russia’s
debt-burdened metals tycoons
shelved a plan to merge sev-
eral large industry players
into a conglomerate. Page 6

n Russians voted in local elec-
tions in the first major test of
the Kremlin’s popularity since
the economic crisis began.

n Hachette’s U.S. unit will
reorganize its women’s maga-
zines under a plan to be un-
veiled Monday by new CEO
Alain Lemarchand. Page 4

n Switzerland’s central bank
said its president will retire
at the end of the year.

n The U.S. criticized a move
by Karzai to push up Afghan
elections, saying an early
vote would undermine the
poll’s credibility. Page 10

n Iran isn’t close to having a
nuclear weapon, Gates said,
giving the U.S. time to try to
persuade Tehran to abandon
its suspected arms program.

n U.S. Secretary of State
Clinton arrives in Israel Tues-
day, leading an experienced
team of peacemakers. Page 8

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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The initial bailout of AIG was meant to be a short-term solution. But the
rescue has gotten bigger, and taxpayers have taken on more risk:

n Sept. 16: The government extends AIG a two-year loan of up to $85 billion,
and gets a 79.9% stake in return. The loan carries a steep interest
rate—Libor plus 8.5%. AIG plans to sell assets to repay it.

n Oct. 8: The bailout increases to nearly $123 billion due to problems in AIG's
securities-lending program.

n Nov. 9: The rescue package increases to $150 billion, including a new $40
billion federal investment. The new deal reduces the original loan to up to
$60 billion, extends it to five years, and cuts the interest rate to Libor plus
3%.

n March 1: The government overhauls the bailout again. It makes $30 billion
in TARP money available and cuts the loan to up to $25 billion. The
government is likely to take direct stakes in AIG units to help pay down the
prior loan and ease the interest burden.

Is the euro the answer to
Poland’s economic woes?

Determined to halt a de-
bilitating run on its cur-
rency, Warsaw wants to join
the European exchange rate
mechanism, the precursor
currency regime for joining
the euro. That’s certainly
preferable to sharing the
fate of Hungary, which last
year needed an Interna-
tional Monetary Fund bail-
out to help it defend its cur-
rency.

If Poland joined the
ERM, the European Central
Bank would be committed
to using its formidable bal-
ance sheet to ensure the
zloty traded within 15% of
its euro conversion rate. But
Poland shouldn’t get its
hopes up too much.

As things stand, Poland
would struggle to cope with
the discipline required un-
der ERM rules to meet the
euro-zone’s tough admis-
sion criteria. Prospective
euro members must spend
at least two years in the
ERM with minimal currency
volatility. And, at the end of
this probationary period,
they must meet the conver-
gence criteria that include a
budget deficit below 3% of

gross domestic product, pub-
lic debt of less than 60% of
GDP, a high degree of price
stability and converging in-
terest rates with the euro
zone.

But Poland’s recent cur-
rency volatility will make a
suitable conversion rate
hard to establish—and even
harder to defend. Although
its public finances are in bet-
ter shape than many exist-
ing euro-zone countries—its
budget deficit is forecast to
rise to 3.5% of GDP this year
and public debt is just un-
der 50% of GDP—the govern-

ment has little control over
public spending and debt is
likely to rise sharply. And
Polish interest rates at 4%
are well above euro-zone in-
terest rates at 1%—and may
have to stay high to defend
the currency.

That said, politics will ul-
timately decide Poland’s
fate. The financial crisis has
in any case made the crite-
ria largely irrelevant. It is
hard to maintain relative
price stability when the
euro zone is facing defla-
tion. And euro-zone rules
on public borrowing, never
very strictly adhered to
even in good times, have
mostly been thrown out the
window.

The euro zone has every
reason to want to help Po-
land. A further run on the
zloty could be disastrous
for it too. So much Polish
corporate and household
debt is foreign currency-de-
nominated that a currency
collapse would trigger a pri-
vate-sector debt crisis.
There is also a risk of conta-
gion to other central and
eastern European countries.
That could spill over to the
rest of Europe because west-
ern banks are big lenders in

the region. So the euro zone
is on the hook regardless of
whether they allow Poland
to join the ERM or not—as
was clear from this week’s
sharp rise in German govern-
ment credit default swaps.

Even so, allowing Poland
to join the ERM at a time
when the euro is already un-
der strain would be a big
risk. The single currency is
already paying the price for
previously fudged entry cri-
teria, most notably the ac-
cession of Greece.

Plus, ERM entry may sim-
ply provide a new target for
currency speculators, as it
famously did for sterling in
1992. The Baltic states and
Romania are all members of
the ERM, yet that hasn’t
stopped their currencies
coming under pressure.
Meanwhile, the euro zone
would effectively be writing
Poland a blank check, yet
giving up its best hope of
forcing it to pursue responsi-
ble policies.

EU should help Poland
on the basis of an agreed
bailout with strings at-
tached. Allowing Poland to
join the ERM would be a
mistake.

—Matthew Curtin
and Simon Nixon

ceptable bids. A recent auction for
AIA, for example, failed to draw any
interest.

The arrangement further blurs
the lines of management between
public policy makers and private ex-
ecutives, making the companies dif-
ficult to run.

Nonetheless, in deciding to re-
structure AIG’s bailout for a third
time, both Treasury Secretary Tim
Geithner and Federal Reserve Chair-
man Ben Bernanke agreed that the
company still posed a risk to the fi-
nancial system and could trigger di-
sastrous consequences if it were to
fail, according to people familiar
with the matter. Federal officials
were concerned there was no man-
ageable way to control the company
if it collapsed. Among the fears were
the risks from ongoing problems
with derivatives tied to AIG, as well
as concerns about fallout for AIG’s
insurance customers.

After the companies are trans-
ferred to U.S. ownership and other
moves are completed, the $40 bil-
lion AIG had owed on the $60 billion
Federal Reserve credit facility AIG
received in November will be re-
duced to $25 billion, and the line of
credit will be capped at that level. In
addition, AIG will issue $5 billion to
$10 billion in new debt, backed with
life-insurance assets, to further re-
duce its debt to the government.

AIG’s board was meeting Sunday
afternoon to vote on the plan and
was expected to give its approval.

Major credit-rating companies
have already signed off on the deal.
Without the support of the credit-
rating firms, AIG would have faced
crippling cuts to its ratings. The
downgrades would likely have
forced it to post billions in collateral

on an array of financial contracts. It
would have also triggered the termi-
nation of many corporate insurance
policies, costing AIG billions more.

In a November filing with the Se-
curities and Exchange Commission,
AIG warned that a one-notch down-
grade of its long-term rating could
cause it to have to pay out about $8
billion to its counterparties, includ-
ing collateral and “termination pay-
ments” on contracts it has written.

The filing said the impact of a two-
notch downgrade from current levels
could be much bigger, giving counter-
parties the right to terminate transac-
tions that cover nearly $48 billion in
debt. AIG has since exited or posted
collateral against some of those posi-
tions, so its actual cash outflow in
such a situation would likely be less
than that amount.

AIG sought the latest revision of
the terms on the government aid af-
ter its plan to repay up to $100 bil-
lion in assistance through asset

sales failed. The company has
blamed the financial crisis and the
scarcity of credit for the difficulties.
But the insurer’s continued crisis
has also substantially weakened its
negotiating position with potential
suitors.

In November, after it became
clear that the original rescue pack-
age was inadequate, the govern-
ment agreed to changes. The origi-
nal deal involved a two-year loan of
up to $85 billion that carried an in-
terest rate of 8.5% plus the three-
month London interbank offered
rate, a common short-term bench-
mark.

Under the November revision,
AIG received a loan of up to $60 bil-
lion due in five years. Interest on the
loan was cut to 3% plus Libor. In addi-
tion, the government made a $40 bil-
lion investment in AIG in return for
preferred shares that paid a 10% in-
terest rate. Separately, the govern-
ment set aside $50 billion to deal
with many of AIG’s distressed assets.

Continued from first page

U.S. adds funding for AIG bailout

U.K.’s bailout a bond dud
The U.K.’s latest bank

bailout plan has been given
the thumbs down by equity
investors. But what about
Tier 1 bondholders?

In theory, the govern-
ment’s plan to invest £25.5
billion ($36.4 billion) in
Royal Bank of Scotland
should have been good news
for holders of these hybrid
securities, which combine
features of debt and equity.
It was further proof of the
government’s determination
to avoid nationalization.

Yet, despite this appar-
ent boost, RBS Tier 1 bonds
remain pretty much where
they were: distressed and
illiquid. One RBS Tier 1 is-
sue, for example, currently
trades at just 16% of par
value. The broad market has
dipped further: The annual
yield on the Markit iBoxx
euro Tier 1 index has risen
over the past week to 32.6%.

This must be deeply frus-
trating for the government.
One of the reasons it was so
keen to avoid nationaliza-
tion of RBS was to protect
these hybrid securities,
which are widely held by in-
surance companies and pen-
sion funds.

None of the U.K. banks
has yet suspended the cou-

pon on these bonds, as they
are entitled to do under cer-
tain circumstances. Just last
week, RBS declared divi-
dends on several series of
Tier 1 preference shares.

But investors are not con-
vinced: They fear that
banks may yet suffer such
heavy losses that coupons
might not be paid or that
banks might exercise their
right not to redeem the
bonds at the first opportu-
nity, leaving them to trade
like ordinary equity.

Investors may also fear
that Tier 1 debt is so dis-
credited—either it shares in
losses, in which case no one
will buy it again, or it
doesn’t share in losses, in
which case ratings agencies
and regulators won’t allow
it to count as Tier 1—that
there may be less incentive
for banks to continue to pay
up. After all, they might not
be able to access this fund-
ing again.

Of course, if the banks
do continue to pay interest
and redeem the securities
at par on schedule, the re-
turns could be enormous.
But right now, few seem to
want to take the bet.
 —Richard Barley

and Simon Nixon

Helping Hand Keeps Growing

International debt soars
due to bank guarantees

Poland seeks a euro lifeline

By Mark Brown

LONDON—International debt se-
curities volumes rocketed in the
fourth quarter of 2008 from the pre-
vious quarter, but the increase was
mostly due to government-guaran-
teed bank bonds and retained mort-
gage-backed bonds, the Bank for In-
ternational Settlements said Sunday.

The quarterly report from the
Basel, Switzerland-based BIS also
said the growing divergence in the
cost of borrowing for euro-zone gov-
ernments reflects different levels of
liquidity in their respective bond
markets as well as the varying proba-
bility of default. That may add fresh
impetus to calls for the establish-
ment of a single debt issuer that
would help smaller euro-zone mem-
bers benefit from increased liquidity.

The report also said money-mar-
ket funds could transcend the finan-
cial crisis by being supervised like
banks and getting access to last-re-
sort lending.

Net issuance of international
bonds and notes more than doubled,
to $624.3 billion, from $253.3 billion
in the third quarter, according to the
BIS. It rose 30% from a year earlier.

Volumes of euro-denominated is-
suance increased more than tenfold.

BIS said the overall increase in
volumes was “well beyond normal
seasonal patterns.” But the impact
of the credit crunch was still felt.
Fourth-quarter corporate borrow-
ing by nonfinancial institutions re-
mained low, at $44 billion.

Governments repaid more than
they borrowed, and money-market
borrowing fell further into negative
territory.

In an attempt to deal with the fi-
nancial crisis, governments intro-
duced various bank debt guarantee
plans and have taken other mea-
sures to support lenders and try to
unfreeze credit markets.

As a result, gross fourth-quarter
issuance of government-guaran-
teed bonds by financial institutions
was above $210 billion, helping over-
all net issuance by financial institu-
tions more than double, to $570 bil-
lion from $252 billion.

Aggregate issuance of mortgage-
backed bonds hit its highest level
ever in the fourth quarter, the BIS
said, reflecting increased issuance
in a range of European jurisdictions,
including the U.K., Spain, Germany,
Italy and Belgium.

The vast majority of mortgage-
backed bonds were retained by
banks for use in central bank or gov-
ernment liquidity plans.

“The surge by U.K. issuers fol-
lowed the implementation of the
Special Liquidity Scheme by the
Bank of England in April 2008”
which allowed U.K. banks and build-
ing societies to swap illiquid, high-
quality assets such as mortgage-
backed securities for U.K. Treasury
bills, the BIS said. The SLS draw-
down period was extended to the
end of January, and use of the
scheme amounted to £185 billion
($265 billion) of Treasury bills.

This was followed by a spurt of is-
suance of mortgage-backed bonds
in other countries as they intro-
duced initiatives including asset pur-
chase programs and swap facilities.
 —Paul Hannon and

Natasha Brereton
contributed to this article.

Poleaxed
How many Polish zlotys one 
euro buys, scaled inverted

Source: Thomson Reuters Datastream
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By Sara Schaefer Muñoz

LONDON—Royal Bank of Scot-
land Group PLC is in talks to sell its
retail and commercial assets in
Asia to Australia & New Zealand
Banking Group Ltd. for about £1 bil-
lion ($1.43 billion), according to a
person close to the situation, part
of a new initiative to sell noncore
assets and sharply narrow the
banking giant’s global ambitions.

The assets, which are in India,
Taiwan, Indonesia and elsewhere,
are a portion of the Asian assets ac-
quired by RBS when it led a consor-
tium to buy part of ABN Amro Hold-
ing NV in 2007. At the time, RBS

paid £10 billion for its part of ABN,
which included the Asian busi-
nesses and wholesale-banking op-
erations in Europe.

ANZ couldn’t be reached for
comment.

The talks indicate that RBS
Chief Executive Stephen Hester is
moving ahead quickly with plans
announced last week to identify
and dispose of “noncore” busi-
nesses.

Mr. Hester’s plan is aimed at
trimming some 20% from the
bank’s £2 trillion balance sheet to
help turn the troubled lender
around. As a result, many other
parts of the bank’s global banking

and markets division are also ex-
pected to be sold off over the next
three to five years, as RBS re-
trenches.

RBS expanded aggressively un-
der former CEO Fred Goodwin, and
was hit hard by the freezing of the
wholesale funding markets last
year. In October, RBS accepted
funding from the U.K. government.

Last week, as RBS reported the
largest corporate loss in British his-
tory, Mr. Hester announced the lat-
est round of moves aimed at right-
ing the bank’s course. The planned
asset sales are part of that plan.

Another component is the
bank’s participation in the latest it-

eration of the U.K.’s bailout effort,
an insurance plan for banks’ bad as-
sets.

RBS said it would insure £300
billion of assets and would also is-
sue additional shares to the govern-
ment to shore up its cash reserves,
which could bring the govern-
ment’s economic stake to 95%.

The full plan is expected to
cover more than £500 billion in
souring assets at the country’s
banks. Lloyds Banking Group PLC
is expected to announce the details
of its participation this week.

LEADING THE NEWS

By Joe Parkinson

LONDON—The euro-zone infla-
tion rate fell while unemployment
hit a two-year high in January, as
256,000 people joined the jobless
ranks across the currency bloc’s 16
countries.

The unemployment rate rose to
8.2% of the work force in January
from 8.1% in December, a figure not
seen since September 2006, Euro-
pean Union statistics agency Euro-
stat said.

Meanwhile, the euro zone’s an-
nual rate of inflation in January was
1.1%, a slowdown from the 1.6% rate
in December. Month-to-month, Jan-
uary prices contracted by 0.8% from
December, partly reflecting post-
Christmas discounting. That was
the sharpest month-to-month drop
since records began in 1997.

“Today’s numbers vividly under-
line how the recession is affecting
the euro-zone economy,” said Jörg
Radeke, an economist at the Centre
for Economics and Business Re-
search in London. “Rising unemploy-
ment will inevitably result in a wid-

ening of the demand gap which, in
conjunction with the effects of the
commodity price decline, is likely to
accelerate the decline of inflation
further,” he said.

Economists said the drop makes
it more likely that European Central
Bank will reduce interest rates sig-
nificantly in the months to come to
offset the rapidly weakening eco-
nomic activity. Members of the cen-
tral bank’s rate-setting governing
council have indicated the ECB will
cut its key interest rate to 1.5% from
2% when they meet Thursday.

“January’s rise in unemploy-

ment, and further fall in core infla-
tion, support our view that ECB in-
terest rates have much further to
fall,” said Jennifer McKeown, an
economist at Capital Economics, a
consulting group.

Eurostat said the highest rates of
unemployment in the euro zone
were recorded in Spain, where the
jobless rate jumped to 14.8% in Janu-
ary, and in Slovakia, where it rose to
9.8%. In Germany, the biggest euro-
zone economy, the jobless rate rose
to 7.3% from 7.2% in December—the
first rise since July.

“With survey measures of hiring

intentions continuing to ebb lower,
further job-shedding is in the pipe-
line,” said James Knightley, an econ-
omist at ING. “The euro-zone job-
less rate could easily end up in dou-
ble digits next year.”

Meanwhile, the Nordic region’s
export-driven economies displayed
the severity of the global economic
downturn Friday with the release of
abysmal fourth-quarter data. Swe-
den fell deeper into recession in the
fourth quarter, with gross domestic
product down a sharp 2.2% from the
third quarter and a startling 4.9%
from a year earlier, the country’s na-
tional statistics agency said.

Data released Friday also
showed that Finland has entered
into recession after posting its
worst economic performance since
a banking crisis in the early 1990s,
while the Danish economy fell back
into recession. Denmark was the
first EU member to slip into reces-
sion after the financial-market tur-
moil first began to surface in the
summer of 2007, but the economy re-
sumed growth in the second quarter
of 2008 only to reverse that course
in the second half of the year.

All three of the economies are
witnessing steep declines in ex-
ports, as demand for Scandinavian
goods slumps.
 —Paul Hannon and Joel Sherwood

contributed to this article.

By Joellen Perry

The central banks of the euro zone,
the U.K. and Canada are expected to
cut their policy rates to record lows
this week. But with policy rates near-
ing zero, the cuts are likely to take a
back seat to the question of other
steps the central banks will take to
shore up their struggling economies.

European Central Bank policy
makers have hinted they will lop a
half percentage point off their key
rate at their Thursday meeting, tak-
ing short-term interest rates in the
16-nation euro zone to 1.5%. The cut
would be the bank’s fifth since Octo-
ber and bring the policy rate to its
lowest level in the ECB’s 10-year his-
tory. Further cuts are likely to fol-
low, as the countries that share the
euro struggle with their worst slow-
down since World War II.

As the ECB’s key rate falls closer
to zero, attention is shifting to other
tools the central bank has in its kit.
The U.S. Federal Reserve, which cut
its short-term rate to just above
zero in December, last year began
purchasing some short-term corpo-
rate debt, among other measures, to
try to unclog credit markets.

Although the ECB had resisted
such moves, policy makers have
hinted the bank’s resistance is wan-
ing. Options include expanding the
range of collateral the ECB accepts
for the short-term loans it makes to
banks, purchasing euro-zone corpo-
rate bonds directly or buying gov-
ernment debt.

Also Thursday, the Bank of Eng-
land is likely to announce plans to
boost the supply of money in the
U.K. economy by buying govern-
ment debt. Britain’s economy
shrank at its fastest pace sine 1980
between October and December.
The U.K. central bank began buying
short-term corporate debt last
month, and most economists expect
it to cut its key rate—already at the
lowest level in the bank’s 315-year
history—by a further half percent-
age point to 0.5%.

INDEX TO BUSINESSES

Different directions
Euro zone’s inflation rate fell to 1.1% in January while the unemployment rate 
rose to 8.2%

Source: Eurostat
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Central banks
in Europe are set
for more rate cuts
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dents fueled home-construction
booms with euro-denominated bor-
rowing. Collapsing currencies are
making those loans more expen-
sive to pay back. Though less atten-
tion was paid to it at Sunday’s sum-
mit, the EU also has to consider
that euro-zone countries—chief
among them Ireland—are in dire
fiscal straits.

Hungary proposed an aid pack-
age of as much as Œ190 billion
($240.84 billion) for Central and
Eastern Europe, which would in-
clude funds for shoring up the re-
gion’s banks and liquidity for the
countries’ central banks. That idea
had traction with Austria—whose
banks have heavy exposure to the re-
gion—but was received coolly by
others.

Leaders of Poland and Slovakia—
loath to be lumped together with
weaker countries like Hungary—op-
posed the plan, as did many larger
Western countries.

Most significant was the cold
shoulder from Germany, which, as
Europe’s largest economy and the
one with most access to borrowing,
would play the lead role in financing
any aid.

In comments to reporters, Ms.
Merkel said she couldn’t see the
need for special measures to help
Eastern European countries. “The
situation is very different” in Eu-
rope’s economies. “We cannot com-
pare Slovakia nor Slovenia with Hun-
gary,” she said.

Ms. Merkel said she would sup-
port targeted aid to troubled coun-
tries but indicated that the best
source for that was institutions
such as the International Monetary
Fund. In separate comments, French

President Nicolas Sarkozy sug-
gested a starring role for the IMF
and other multilateral institutions.

Last week, the World Bank, the
European Bank for Reconstruction
and Development and the European
Investment Bank said they would
provide Œ24.5 billion in financing
for banks in Eastern Europe.

Mr. Topolanek, whose country,
the Czech Republic, is among the
strongest in Eastern Europe, said
leaders of many of those countries
“felt a great need for solidarity, but
as well national responsibility.”

“The EU is going to leave no one
in the lurch,” Mr. Topolanek said,
but he quickly added that leaders
didn’t want to fracture the bloc
along regional lines. Mr. Topolanek
also said leaders agreed to further
discussions about whether the EU’s
inflation and public-finance rules
for adopting the euro were too
loose in good times and too strict in
bad. But he said there was “broad
agreement” that “it would be an er-
ror to change the rules of the game

now.”
The EU resolved one contentious

issue on the eve of the summit: It ap-
proved France’s much-criticized
plan to give Œ6 billion in low-inter-
est loans to domestic car makers.
The French plan had drawn howls of
protectionism—particularly from
the Czech Republic, where PSA Peu-
geot Citröen SA makes small cars—
because it made the aid contingent
on car makers keeping French facto-
ries open.

But on Saturday the EU’s compe-
tition chief, Neelie Kroes, said
France had assured her that aid mea-
sures would follow EU rules, which
generally forbid government aid
that discriminates on the basis of na-
tionality. France’s industry minis-
ter, Luc Chatel, informed Mrs. Kroes
that loan agreements with car mak-
ers “will not contain any condition
concerning either the location of
their activities or the requirement
to prioritize France-based suppli-
ers,” according to a statement from
Mrs. Kroes’s office.

Mr. Chatel on Sunday told
Agence France-Presse that France
still expects Peugeot and Renault
SA to abide by earlier assurances
that they won’t close French facili-
ties.

A Renault spokeswoman said the
company’s commitment not to close

factories in France for the duration
of the loan remains unchanged. Peu-
geot Citroën didn’t return calls re-
questing comment.

 —Peppi Kiviniemi, Leos Rousek,
Gabriele Parussini
and Leila Abboud

contributed to this article.

Continued from first page

Crisis divides EU as Merkel rejects East Europe bailout

Recession forces Tesco to redirect its U.S. foray
FROM PAGE ONE

Fresh & Easy
Tesco’s U.S. business at a glance.

n First store: November 2007
n Number of stores now: 114
n Number of employees: 3,000
n Operates in:

California, Arizona and Nevada
n Average store size:

10,000 square feet
n Average sales:

$11 per square foot a week
n Brands: half national brands,

half own label
n Newest brand:

Buxted budget meats (pictured)
n Claim to fame:

High-quality prepared meals
n The boss: Tim Mason

Te
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o

Tesco moved into the U.S. looking for affluent shoppers, but with the recession it now
woos customers with 98-cent vegetable packs and ‘Everything under $1’ displays.

By Shai Oster

BEIJING—Senior defense offi-
cials from the U.S. and China met
for the first time since a military-
related spat last year, with Ameri-
can officials calling the talks the
best in nearly two decades.

“It is a new era,” Deputy Assis-
tant Secretary of Defense David
Sedney said of the Obama adminis-
tration, “and a new era needs a
new beginning.”

In a news briefing Saturday, he

called the 15 hours of meetings
with high-ranking Chinese offi-
cials the “best set of talks that I
have seen or heard of” in 18 years.

The upbeat tone is a turn-
around from late last year, when
China severed most military-to-
military ties in reaction to a deci-
sion by the departing Bush admin-
istration to sell weapons to Tai-
wan, the island that China claims
as part of its territory.

Since then, the Obama adminis-
tration has begun and—after an

initial controversy over U.S. accu-
sations that Beijing manipulates
its currency—the two countries
have tried to improve ties. Last
month, Secretary of State Hillary
Clinton set a positive tone during
a visit here, focusing on economic
ties instead of China’s human
rights record, a longtime point of
contention between the two sides.

Mr. Sedney declined to offer de-
tails of the weekend’s meetings,
but said they covered a wide range
of topics. “The focus was not at all

on obstacles,” he said.
Chinese officials had a less-op-

timistic assessment. Official Chi-
nese media focused on the arms
sales to Taiwan as continuing prob-
lem. “China-U.S. military relations
still stay at a difficult period,” said
Gen. Qian Lihua, head of the de-
fense ministry’s foreign affairs of-
fice, according to the official Xin-
hua news agency. “We expect the
U.S. side to take concrete mea-
sures for the resumption and de-
velopment of our military ties.”

U.S. gives an upbeat verdict on talks with Chinese defense officials

Note: Excluding construction                         Source: Eurostat
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tion in retailing is so fierce that
Tesco disguised its first test store
in California as a movie set to throw
off snooping peers.

Widely considered one of the
world’s most successful retailers,
Tesco controls nearly a third of the
British food market. It operates in
13 other countries but was drawn to
the affluence and scale of the U.S.
market, where a single retail format
can turn into a bigger business than
in smaller countries.

Now the retailer is joining the
ranks of companies whose grand
plans have been disrupted by the
downturn. California, Nevada and
Arizona, where Fresh & Easy oper-
ates, have been hit hard by the reces-
sion, with unemployment soaring
and home foreclosures at a record.

Tesco’s response to the reces-
sion includes its Buxted line, a bud-
get brand in the meat aisles of its
stores with black and brown label-
ing. The Buxted Value Chicken
Breasts include some bone and rib
meat, so they aren’t trimmed to the
same standard as the store’s Fresh
& Easy Chicken Breasts, but at
$2.99 a pound, they cost $2 less.
Buxted pork chops, tuna steaks and
ribs are also cheaper.

As a next step, Mr. Mason is con-
sidering adding bread with preser-
vatives, which is cheaper than the
purer but pricier breads now in the
store.

Tesco is also introducing aggres-
sive price promotions involving se-
lected products. Its initial strategy
was to offer what retailers call “Ev-
ery Day Low Price”—in Fresh &

Easy’s case, prices that were 10% to
25% below those at regular grocery
stores. Now boldly colored shelf
signs point out the “extra low
price” on individual items, while
large ceiling boards boast of “bud-
get prices.” Fliers that once focused
on themes now push the latest spe-
cial discounts.

To boost its low-price creden-
tials in the Los Angeles area, Tesco

recently changed its advertising
strategy and ran radio commercials
promoting $9.99 Valentine’s Day
bouquets. Before, the retailer used
only fliers, the Internet and direct
mailings for marketing messages.

“What we are learning in this

market is that ‘Every Day Low Price’
is not that interesting,” says Mr. Ma-
son. “People are buying on deal.”

David Francisco is one of them.
“There are always really good
deals,” said the 45-year-old as he
left the Fresh & Easy store in Man-

hattan Beach with two shopping
bags on a recent morning. “Already-
made Indian food for $5—that’s
awesome,” he said. To cut costs,
Mr. Francisco hasn’t renewed his
Costco membership and has
stopped shopping at Albertson’s,
which he says has gotten more ex-
pensive.

The Fresh & Easy stores in the
U.S. generate an average of $11 a
square foot each week, which is
higher than the industry average.
But Tesco’s expansion is going
more slowly than planned. By now,
the company wanted to have 200
stores in the West, but it doesn’t
expect to reach that goal until No-
vember. For three months last
year, it stopped opening stores al-
together. A planned move into
northern California, which re-
quires a $100 million investment
in a new distribution center, has
been postponed.

Critics say Tesco’s problems in
the U.S. go beyond the current
downturn. “The U.S. expansion is
not performing up to expecta-
tions,” said a recent research report
by J.P. Morgan. “The company is
blaming the economic recession,
but F&E is positioned as a limited-
range soft discounter, selling only
food, a format that should be rela-
tively immune.”

Mr. Mason responds that Tesco
plans a long list of improvements.
Recently, Fresh & Easy even
changed the look of its stores, re-
painting walls in friendly pastels
and adding a warm brown to the
concrete floors after shoppers said
the stores looked too sterile.

Continued from first page
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LONDON—Since leaving Royal
Bank of Scotland Group PLC last fall
amid a government bailout, Fred
Goodwin has mostly taken his medi-
cine in steely silence—even as the
banker known as “Fred the Shred”
was scolded before angry British
lawmakers and saw his knighthood
called into question.

But when the U.K. government
asked the executive to hand back
some of the RBS pension he walked
away with, that was another matter.
Sir Fred—he is still a knight—re-
sponded: Forget it.

His insistence on keeping a
£693,000 ($991,000) annual pen-
sion, part of an exit package
agreed to on the way out of
RBS last October when the
bankwas on the brink of col-
lapse, has caused an outcry
here. By refusing to cave in
to public sentiment, Sir
Fred has emerged virtually
alone among former and
current bank chiefs in de-
fending compensation that
is now deemed tawdry.

In question: Page 109 of
the 2007 RBS annual re-
port, which appears to say that if an
executive is asked to leave the bank
early, his pension can’t be dis-
counted. At the end of 2007, Sir
Fred’s pension was set to pay him
£579,000 a year. But when he was
forced out last October, Sir Fred, 50
years old, was given credit for 10
years more work, increasing the pay-
out to £693,000 a year.

All of that took a back seat to
multibillion-pound bailout plans—
until this past week, when senior
Treasury official Paul Myners on
Wednesday asked Sir Fred to take a
cut in the pension. The pension de-
tails leaked and by Thursday, Sir
Fred and Mr. Myners were engaged
in a heated back and forth.

“I simply put it to Sir Fred that
the scale of his pension was some-

thing which people would find ex-
traordinary in the circumstances of
a company that had just reported
such losses,” Mr. Myners said, a nod
to the fact that RBS had just reported
the largest annual loss in British cor-
porate history, at £24.05 billion.

After Mr. Myners requested that
Mr. Goodwin accept a decreased pen-
sion, Sir Fred replied by letter, sug-
gesting that Mr. Myners had engaged
in a nasty government game of leaks.
Sir Fred expressed “surprise” that
the details of his payout, and the con-
tents of his personal conversation,
had been “placed in the public do-
main a few hours after we spoke.”

A spokesman for Sir Fred de-
clined to comment.

Mr. Myners responded in his own
letter that Sir Fred’s refusal to give
up some of the pension was “unfortu-

nate and unacceptable.”
By Friday, Prime Minis-

ter Gordon Brown, the man
whose government recom-
mended Mr. Goodwin for
the knighthood back when
times were good, said he
was seeking legal advice to
try and claw back the pen-
sion. A person familiar with
those deliberations said
that Sir Fred’s contract
looked “pretty watertight.”

To make matters worse,
it was acknowledged that Mr. My-
ners knew of Sir Fred’s contract and,
according to Sir Fred, approved of it.
Mr. Myners denied that he approved
the deal and said he thought it was a
contract that couldn’t be changed.

Sir Fred’s act of self-defense isn’t
playing well in one important place:
RBS’s hometown of Edinburgh.

“There is a sense of fury that the
government seems impotent, unable
to act when the man chiefly responsi-
ble for the bank’s collapse is able to
walk away with a pension that others
can only dream of—and at the ripe
old age of 50!” said Dave Pickering, a
spokesmanfortheEdinburghAssoci-
ation of Community Councils, in an
email. “And what makes it worse is
that we, the British taxpayers, are ac-
tually paying for it!”

Lloyds fails to clinch U.K. deal

Goodwin on giveback
at RBS: Forget about it

Fred Goodwin

HSBC will curtail U.S. consumer lending
Expected rights issue
of at least $17 billion;
dividend cut planned

By Sara Schaefer Muñoz

LONDON—The U.K.’s largest mort-
gage lender, Lloyds Banking Group
PLC, is expected to reach an agree-
ment with the government on the de-
tails of its partipation in a state asset-
insurance plan early this week, a per-
son familiar with the matter said.

The announcement would follow
the bank’s report of heavy 2008
losses and a bleak outlook for the
coming year.

Lloyds shares fell 22% in London
on Friday after the bank announced it
was still locked in negotiations with
the U.K. Treasury on a deal that could
see it insure as much as £250 billion,
or roughly $358 billion, in assets,
part of a broader government plan
aimed at restoring confidence in the
country’s banking system.

Lloyds is trying to get a lenient
deal like that of Royal Bank of Scot-
land Group PLC, which on Thursday
insured £300 billion in assets with
lower-than-expected penalties. But
government officials are pushing
Lloyds for tougher terms, according
to a person familiar with the matter.
The talks are expected to continue
on Monday, said another person fa-
miliar with the matter.

Lloyds Chairman Victor Blank said
the bank is “optimistic” about the

talks. He said the Treasury team had
been up three consecutive nights to
finish the RBS deal and needed sleep.

A Treasury spokesman would
say only that the discussions are
complex and take time.

News of the delay came as the
bank reported sobering 2008 results
for Lloyds TSB Group PLC and HBOS
PLC, the two banks that merged re-
cently to create Lloyds Banking
Group. Mortgage lender HBOS
posted a loss of £7.58 billion after
taxes, compared with a net profit of
£3.97 billion a year earlier, driven
largely by souring property-related
investments in its corporate-lending
division. Lloyds TSB posted a profit
of £819 million, down 75% from a
year earlier, amid market dislocation
and bad loans.

Lloyds said it expects the com-
bined group to post more losses in
2009 amid rising U.K. unemploy-
ment and falling house prices.

The results, together with the un-
certainty about Lloyds’s participa-
tion in the asset-insurance plan,
took a toll on U.K. banking stocks on
Friday. Lloyds tumbled to 58.30
pence on the London Stock Ex-
change. RBS fell 20% to 23.20 pence.

Lloyds, which agreed to purchase
HBOS last year in a veritable rescue
of the lender, now faces a heavy bur-

den from HBOS’s large portfolio of
troubled corporate loans. In one
stark sign of the pace of deteriora-
tion, Friday’s results showed that
the share of problem loans in HBOS’s
£116 billion corporate-loan book
reached 12% in 2008, up sharply
from 3% in 2007. The bank also took
£1 billion in impairment charges on
souring loans to home builders.

Lloyds executives said HBOS’s
losses were only slightly worse than
anticipated, pointing out that
Lloyds’s estimation of the losses at
the time of the merger was off by
£1.6 billion.

Chief Executive Eric Daniels said
that the acquisition would bring
cost savings and market growth for
Lloyds and that Lloyds had already
identified and isolated the riskiest
of HBOS’s assets. “We have our arms
around the problems,” he said.
“This acquisition is about creating
value in the medium and long term.”

The weight of HBOS’s bad loans
puts added pressure on Lloyds to
reach an agreement with the govern-
ment on an asset-insurance deal,
widely seen as a crucial move to
shore up the bank’s finances.
 —Carrick Mollenkamp,

Alistair MacDonald
and Dana Cimilluca

contributed to this article.

Lloyds is trying to get a lenient deal on insuring assets like RBS did, but government officials are pushing for tougher terms.
Talks are expected to continue on Monday.

By Carrick Mollenkamp

And Sara Schaefer Muñoz

HSBC Holdings PLC plans to cur-
tail its disastrous foray into U.S. con-
sumer lending by pulling back from
key businesses, according to people
familiar with the matter, a move
that comes as the British bank pre-
pares to raise billions of pounds to
shore up capital and possibly hunt
for acquisitions.

HSBC may announce the moves
as soon as Monday, when it an-
nounces 2008 results that were hurt
by a dismal fourth quarter and slow-
downs in the U.S., Asia and Latin
America. The bank is expected to
raise at least £12 billion ($17.2 bil-
lion) by issuing new shares to exist-
ing shareholders via a so-called
rights issue. It also plans to an-

nounce a dividend cut.
At the same time, however, HSBC

is largely throwing in the towel on
the 2003 purchase of Household In-
ternational Inc., a $14 billion deal
that saddled it with a U.S. subprime
lender whose results have worsened
amid the housing downturn. HSBC
had already ceased originating new
U.S. auto loans; now, people familiar
with the bank’s plans say, it will stop
providing personal loans, while con-
tinuing to offer credit cards. HSBC’s
move comes as U.S. banks are under
pressure to lend more money to con-
sumers, and it could signal that
HSBC believes the downturn in the
U.S. has a long way to go.

HSBC, whose U.S consumer-lend-
ing business is called HSBC Finance
Corp., plans to shut the unit’s
roughly 800 branches, these people
said.

The move to raise capital via a
rights issue is a sign that the survi-
vors of the financial crisis may be an-
gling, over the next 12 to 24 months,
to buy discounted assets from weak-
ened competitors. The moves also

highlight a big shift in how banks glo-
bally are retrenching in certain mar-
kets and expanding in others in what
is creating a shift in how money will
be deployed in the coming years.

The immense fallout in the global
banking business is widening the gap
between those who have recorded
massive losses and received state
aid, and those who haven’t and who
may be aiming to make acquisitions
if asset pricing stabilizes. Potential
buyers are trying to gauge how much
turmoil is left and whether that could
further reduce asset prices.

HSBC, along with J.P. Morgan
Chase & Co., has an increasing lead
on other banks, with a market value

of around $85 billion. That is far
ahead of banks such as Wells Fargo
& Co. of the U.S. and Banco
Santander SA of Spain, both of
which have market values of about
$50 billion. The turmoil of the past
year has sent bank values plummet-
ing. A little more than a year ago,
HSBC had a market value of some
$200 billion.

HSBC shares fell 35.75 pence, or
6.8%, to 491.83 pence Friday in Lon-
don.

HSBC plans to use the money to
shore up its cushion against losses
by increasing its Tier 1 capital ratio
to just under 10% from 8.9% as of
Sept. 30, according to people famil-
iar with the situation. The ratio is a
key measure of financial resilience.

On Monday, HSBC is expected to
report a pretax profit of about $21
billion for 2008, down 11% from
2007, according to investment firm
Keefe, Bruyette & Woods. That re-
sult could vary depending on one-
time gains and losses, including ex-
posure to the Bernard Madoff scan-
dal as well as gains related to the

cost of its credit insurance.
For HSBC, founded in Hong Kong

to finance trade between Europe,
China and India, Asia is shaping up
as a drag on results but also a region
where the bank sees opportunities
to grow. In Hong Kong, HSBC is ex-
pected to post pretax profit of $6.3
billion, down 14% from 2007, accord-
ing to Keefe, Bruyette.

But HSBC also is focused on buy-
ing available assets in the region if
prices turn attractive in the next two
years, according to a person familiar
with the situation. The bank, for ex-
ample, is interested in Asian assets
that Citigroup Inc. might sell if the
big New York bank exits the region to
preserve capital. A spokeswoman
for Citi declined to comment. An-
other potential target could be the
Asian operations of struggling insur-
ance company American Interna-
tional Group Inc. A prime AIG asset
is a unit called American Interna-
tional Assurance Co., which operates
a life-insurance operation.

An AIG spokeswoman declined
to comment.

LEADING THE NEWS

By Carrick Mollenkamp,
Alistair MacDonald and
Jennifer Martinez

Keefe, Bruyette
expects HSBC to
report an 11% drop in
2008 pretax profit.

Reuters
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Argentina withholds art loan

Spain expunges emblems of a painful past
Eliminating symbols
of Franco era fuels
ideological divisions

By Thomas Catan

Madrid

E
VERY Nov. 20, for the
past dozen years, Sinfori-
ano Bezanilla has visited
a pigeon-covered statue
of Gen. Francisco Franco

to pay homage to Europe’s longest-
serving fascist dictator.

This year, the sculpture won’t be
there. Acting on a law passed by
Spain’s Socialist government, au-
thorities uprooted the statue of the
Generalísimo in December from the
city square of Santander in northern
Spain and banished it to the local
museum.

“The Left is attempting to re-
write our country’s history. They
base it on a series of half-lies, half-
truths and outright lies,” says Mr.
Bezanilla. The 44-year-old munici-
pal worker was just 11 when Franco
died. But he has read volumes on the
former dictator’s ideas and is nostal-
gic for his regime.

More than three decades after
Franco died and 72 years after he
seized power, Spain is on a contro-
versial mission to expunge
the many emblems of its
painful past that are still on
public display.

The Socialist govern-
ment says the assorted
icons of the Franco regime
still on view—fascist-style
eagles, yokes and arrows—
have no place in modern
Spain. A year ago, it passed
a law to eliminate them.

But the drive—part of a
broader law aimed at re-
dressing Franco-era injus-
tices—has raised hackles
among conservatives who
criticize Prime Minister José Luis
Rodríguez Zapatero for reopening
wounds they say were healed after
the dictator’s death.

“The question is whether Spain
should be looking at what happened
70 years ago, or whether the govern-
ment needs to start looking to the fu-
ture,” says Jaime García-Legaz, con-
gressman for the opposition Popu-
lar Party.

Nazi symbols are illegal in Ger-
many. No statues of former Fascist
dictator Benito Mussolini are on dis-
play in Italian streets. But in Spain—
today a modern democracy at the
heart of the European Union—monu-
ments to Franco have remained to
this day.

“This is the only fascist regime
that has seen its symbols survive
into the 21st century,” says Alejan-
dro Quiroga, a Spanish history pro-
fessor at Britain's University of New-
castle.

The emblems have lasted so long
partly because Spain’s dictatorship,
which began in 1936 after Franco’s

forces won a bloody civil war in
which 500,000 were killed, lasted
far longer than similar authoritar-
ian states. Spain stayed out of
World War II, which toppled Hitler
and Mussolini, and Franco managed
to rule until he died in 1975.

After a new constitution in 1978,
Spain’s new leaders decided to bury
the hatchet in order to preserve the
country’s fragile new democracy.

No generals ever went on trial,
as generals did in Latin America.
There were no Truth and Reconcilia-
tion Commissions like those held in
South Africa. An abortive coup at-
tempt in 1981 reminded Spain’s first
post-Franco democratic govern-
ment of the danger in trying to hold
the members of Franco’s regime to
account.

The decision not to look back has
had curious effects. Politicians
ditched the words to the national an-
them used during Franco’s rule
(“Raise your arms, sons of the Span-
ish people”) but couldn’t agree on
any replacements. As a result, when
the anthem is played, Spaniards
hum awkwardly or invent their own
lyrics.

Despite attempts to sweep his-
tory under the rug, the deep and bit-
ter ideological divisions that
gripped Spain during its three-year
civil war have never dissipated and
are evident today.

People whose families
fought Franco tell stories
of brutal repression, of tor-
ture and killings. After the
war, Franco’s Nationalist
troops rounded up sus-
pected Republicans and
killed tens of thousands.
The vanquished were sent
to labor camps, where an
untold number perished
and thousands of orphaned
children were given away.

Descendants of Fran-
co’s side say he saved the
country from Communism
and restored the Catholic

Church to its rightful place. In to-
day’s Spain, where gay marriage, di-
vorce and abortion are all legal,
some conservative Spaniards look
back fondly on the dictatorship and
say they don’t want to be perse-
cuted for doing so. “A lot of people
are afraid to express themselves,”
complains Mr. Bezanilla.

The Socialist government’s edict
is being followed far and wide. The
Spanish enclave of Melilla, in north-
ern Africa, has promised to remove
the last remaining statue of Franco
on public display on Spanish terri-
tory, though it hasn’t yet set a date.

Some are dragging their feet. In
the southern city of Granada, artists
are trying to get city hall to remove a
monument to fascism showing five
men in stiff-armed salute. “It is very
bothersome that it should still be
there 30 years on,” says Luis García
Montero, a local poet. “It recalls a
dark period in this country’s history.
The time has come to get rid of it.”

Campaigners want the govern-
ment to go further and force town

halls to rename the hundreds of
streets that still commemorate
Franco, his generals or his victories.

Even as Franco’s last statues are
banished to basements or museums,
the government still has a thorn in
its side: What to do with the monu-
mental, fascist-style mausoleum
Franco built for himself and an esti-
mated 40,000 civil-war fighters?

Bored into the side of a mountain
near Madrid and topped with a
152-meter cross, Franco’s “Valley of
the Fallen” can’t be removed or ig-
nored. At the moment, visitors find
no mention of the 14,000 laborers
who built the complex in the 1940s
and ’50s, most of them drawn from
the ranks of losing fighters from the
civil war. The church there remains
an active place of worship.

Mr. Zapatero’s government
toyed with the idea of turning the

site into a museum dedicated to
Franco’s victims but ultimately
ducked the issue entirely in its so-
called Law of Historical Memory,
passed in December 2007.

Since last year, the government
has banned neo-fascist groups from
commemorating Franco’s death
there each Nov. 20. Yet fresh
wreaths are still laid on his grave
there daily, courtesy of the Spanish
state.

For some, the Valley of the Fallen
is much more than just a symbol
from the past. It’s the place where
their missing fathers ended up.

In a bizarre effort to demon-
strate Spain’s national reconcilia-
tion, Franco opened the mass graves
of his opponents at the end of the
1950s and had their remains trans-
ferred to the site. Some Spaniards
have grown up knowing that their

relatives, shot by Franco’s firing
squads and dumped in mass graves,
now lie just a short distance away
from the dictator himself.

“It’s a sick joke, an absolute af-
front, that they are still in there,”
says Fausto Canales, a 74-year old
man who has spent the decade since
he retired trying to retrieve the re-
mains of his father from the site. Mr
Canales was only two years old when
his father was taken from his home.

Others want Franco’s bones
taken out. “We can’t forget it is the
mausoleum of a 20th century dicta-
tor,” says 83-year-old Nicolás
Sánchez Albornoz, who himself
worked for five months at the site
when it was being constructed be-
fore finally escaping. “No other Eu-
ropean country has a state-fi-
nanced mausoleum of, say, Hitler or
Mussolini.”
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How the unending quest to search for
missing Holocaust hero Raoul Wallenberg
tore his family apart. Pages 14-15

Spanish authorities uprooted the statue of Gen. Francisco Franco in December from the city square of Santander.

By Michael Casey

BUENOS AIRES—Argentina’s Na-
tional Museum of Fine Arts is with-
holding some key art pieces from an
exhibition in Frankfurt out of con-
cern that German bondholders
would seize them.

The standoff is the latest develop-
ment in Argentina’s marathon legal
battle with holders of $30 billion in
defaulted bonds.

The organizers of the 2010 Frank-
furt Book Fair have invited the
South American country to show-
case its artistic heritage.

But the custodians of Argenti-
na’s national art collection are un-

able to comply with the German cu-
rator’s request because of the coun-
try’s ban on overseas art loans
aimed at preventing litigant credi-
tors from seizing government-
owned assets.

“No art that’s deemed part of the
national patrimony is allowed to be
lent overseas because it runs the
risk of being seized by bondhold-
ers,” said Maria Antonia Bychowiec
of the museum’s strategic adminis-
tration division.

A Foreign Ministry official who
is handling the request wasn’t avail-
able to comment.

Holdout creditors who rejected
harsh terms of the 2005 debt-ex-

change offer have sought to legally
attach various Argentine govern-
ment assets to enforce their court-
recognized claims.

German retail investors, whose
claims totaled up to $6 billion at the
time of the 2005 restructuring,
were among the hundreds of thou-
sands of bondholders world-wide
who were hurt by Argentina’s
record-breaking default in Decem-
ber 2001.

Argentina may be eager to reach
a deal with the holdouts over their
debt so the country can restore ac-
cess to foreign credit markets, for
which resolving the defaulted debt
is a precondition.
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Deutsche Telekom cuts loss;
Telecom Italia’s net doubles

Hachette reorganizes in the U.S.

H&M quietly launches home textile line
Forgoing usual fanfare in rollout, fashion retailer aims to offset decline in clothing unit with decor sales online

H
&
M

By Archibald Preuschat

Two big European telecommuni-
cations companies posted improved
results Friday. Deutsche Telekom
AG reported a narrower fourth-quar-
ter net loss and raised its 2009 out-
look. Telecom Italia SpA, mean-
while, said fourth-quarter net profit
almost doubled, despite continued
pressure on revenue, after the year-
earlier figure was hurt by restructur-
ing costs.

Analysts said Deutsche Tele-
kom’s results highlighted the rela-
tive resilience of the sector after a
solid set of figures from Spain’s
Telefónica SA Thursday.

Deutsche Telekom reported a net
loss of Œ730 million ($929.9 million)
for the three months ended Dec. 31,
slightly better than the Œ750 million
net loss posted a year earlier. Even
though charges for staff-related
measures fell to Œ600 million from
Œ1.1 billion a year earlier, net profit
was hit by a Œ500 million impair-
ment loss related to Hellenic Tele-
communications Organization SA.
Deutsche Telekom last year bought
a 25% stake in the Greek operator
for Œ3.2 billion.

The impairment was due to higher
interest rates in Greece’s capital mar-
kets, which lowered the company’s
book value, and isn’t linked to its oper-
ational performance, said Chief Finan-
cial Officer Karl-Gerhard Eick.

Revenue rose 2% to Œ16.11 billion
from Œ15.8 billion, while earnings be-
fore interest, taxes, depreciation
and amortization, or Ebitda, ad-
justed for items such as restructur-
ing charges, rose 1.3% to Œ4.67 bil-
lion. Adjusted Ebitda for the full
year was Œ19.46 billion.

The company said that for 2009,
it expects adjusted Ebitda to be level
with 2008, slightly higher than its
previous target to meet or slightly ex-
ceed adjusted Ebitda of Œ19.3 billion.
Deutsche Telekom’s 2009 outlook ex-
cludes contributions from Hellenic
Telecommunications Organization.

Telecom Italia, Italy’s largest tele-
communications operator, said
fourth-quarter net profit soared to
Œ444 million from Œ228 million a
year earlier, when it was dragged
down by restructuring costs esti-
mated by analysts at Œ300 million.
Revenue slipped 0.3% to Œ7.76 billion.
 —Giada Zampano

contributed to this article.

H&M Home’s quiet launch highlights the uncertainty in retail markets. Above, home-textile products at a press event in November.

CORPORATE NEWS

By Russell Adams

Over the past decade, Hachette
Filipacchi Media U.S. has closed ti-
tles, cut staff and developed a
mounting sense that its French par-
ent has little regard for the U.S. op-
eration’s management or its
brands, which include Elle and
Woman’s Day magazines.

This week, the New York pub-
lisher will take what it says is a big
step toward fortifying itself, reorga-
nizing its women’s magazines, which
make up the bulk of its business. Un-
der a plan to be unveiled Monday by
new Chief Executive Alain Lemarch-
and, oversight of the women’s titles
will be divided up under one of three
chief brand officers. Those execu-
tives, in turn, will be responsible for
ensuring that everyone across de-
partments, from editorial to event
marketing, has an eye on the top and
bottom lines.

“We have to make sure every dol-
lar we spend is unavoidable, is
strictly critical to the business,” Mr.
Lemarchand says in his first inter-
view since taking over Hachette’s
U.S. operation in September.

Mr. Lemarchand says he was
struck by the extent to which many
U.S. magazines operate in “silos,”
with independent editorial, ad sales

and business development staffs for
each title. In the new structure, the
Elle group will be led by Elle group
publishing director Carol Smith. The
Woman’s Day group will be run by
Carlos Lamadrid, of Woman’s Day.
And the Luxury Design group, which
includes Metropolitan Home and Elle
Décor magazines, falls to Metropoli-
tan Home’s Deborah Burns.

It is an effort to redefine the com-
pany in the eyes of ad buyers, some of
whom say Hachette has become a
group of incompatible parts that
make it difficult to buy across titles
and media. Under the new structure,
if, for example, Elle is planning a mu-
sic issue, Hachette wants the ad
sales, event marketing and digital
staffs in the loop so they don’t miss
an opportunity to package and sell it,
Ms. Smith says.

Mr. Lemarchand is likely to bring
sorely needed comfort to Hachette’s
U.S. employees in an industrywide ad
slump that threatens many titles. Af-
ter a decade of growth in the 1990s—
when the company became the third-
largest U.S. magazine publisher by
ad pages, behind Time Inc. and
Condé Nast Publications Inc.—Ha-
chette has endured a lean stretch.
The publisher’s parent, European me-
dia company Lagardère SCA, had
grown increasingly impatient with

the U.S. operation’s performance,
leading in recent years to the closing
of such titles as Mirabella, Shock,
Home and the print editions of Pre-
miere and Elle Girl.

Last summer, when longtime Ha-
chette Chief Executive Jack Kliger re-
signed and Lagardère installed Mr.
Lemarchand, a Lagardère lifer with
no U.S. publishing experience, staff-
ers began to believe rumors of a sale.
Mr. Lemarchand flew to Hachette’s
midtown-Manhattan offices in mid-
July to address the staff for the first
time. He assembled about two dozen
top executives in the 45th-floor con-
ference room and opened the meet-
ing by telling the staff that he “repre-
sented the parent company” and that
it “saw the value of these assets.”

Attendees say the brief address
convinced staffers the company
wasn’t for sale and that they no
longer had to guess what the French
were thinking. “We had one of them
now,” an attendee says.

In January, Mr. Lemarchand held
a two-day off-site meeting in which
he instructed senior managers to
“think disruptively,” outlining what
they would do if they could com-
pletely rebuild the company. It was
partly out of this months-long re-
evaluation that the new structure for
the woman’s titles was created.

By Ola Kinnander

STOCKHOLM—Fashion giant
Hennes & Mauritz AB aims to offset
slowing sales at its mainstream
stores with its new online home-tex-
tile business, but in a sign of retail-
ers’ caution, the effort started with-
out the usual fanfare of H&M’s
launches.

Delayed from its originally
planned autumn 2007 launch, H&M
Home’s range of pillows, towels, cur-
tains and other home-textile prod-
ucts has been quietly rolled out over
the past couple of weeks to custom-
ers in Scandinavia, Germany, Fin-
land, Austria and the Netherlands,
sold through established catalog
and online sales channels.

“It’s a little surprising they’re
not blowing their horns more
about this,” said Anders Wiklund,
who analyzes retailers for Evli
Bank in Stockholm.

At a time when consumers are
tightening their belts and most
companies are scaling back their
ambitions, the lack of fanfare ac-
companying H&M Home’s launch
highlights the economic uncer-
tainty in retail markets. It is in stark
contrast to the store’s festive an-
nual launches of new collections by
designers, such as Karl Lagerfeld
and Stella McCartney, which can at-
tract thousands of customers who
line up for several blocks outside
H&M stores.

“For a new range [the quiet roll-
out] minimizes the fashion risk,”
said Société Générale SA analyst
Anne Critchlow. “When you’re
launching a completely new con-
cept, which Home is, you’re not sure
immediately what’s going to work…
This is a way of testing the range
and build it up over time.”

Stockholm-based H&M is play-
ing catch-up with Spanish rival In-

ditex SA, owner of the Zara cloth-
ing chain, which launched Zara
Home interior furnishing stores in
2003. Clothing still generates the
vast majority of Inditex’s sales,
which totaled Œ7.35 billion ($9.32
billion) in the company’s fiscal
third quarter ended Oct. 31, but
Zara Home now has 241 stores in 14
countries, as well as an online store
launched in 2007.

Zara Home’s results have been
dented by the economic down-
turn. The company didn’t break
out the division’s sales in its third-
quarter earnings report in Novem-
ber, but said the brand performed
“below average.”

Meanwhile, Hemtex AB, the larg-

est home-textile chain in the Nordic
region by sales with about 220
stores, posted an 18% drop in sales
to 309 million Swedish kronor
($34.3 million) for the three months
ended Oct. 31, the latest figures avail-
able. Sales in comparable stores
plunged 25%.

“Consumers are holding so tight
onto their wallets that even price re-
ductions aren’t helping,” said Hem-
tex Chairman Mats Olsson. “We’ve
had almost this whole decade a
growing interest for home design,
but now it feels much more [like]
wait-and-see.”

H&M has already seen a slow-
down in its fashion business, record-
ing a drop in sales each month since

August at stores open longer than a
year. In its biggest market, Ger-
many, where H&M generates a quar-
ter of its revenue, unemployment
has steadily risen to 7.9%, while re-
tail sales have slowed; in December,
home-furnishing sales fell 5.2%
from a year earlier, according to
data from the German central bank.

In H&M’s home market of Swe-
den, retail sales fell for five consecu-
tive months until January, when
lower interest rates and fuel
charges helped generate 2.2%
growth in sales from the a year ear-
lier. Swedish unemployment stood
at 7.3% in January.

H&M, which has more than 1,700
boutiques around the world and re-

ported annual revenue last year of
88.53 billion Swedish kronor ($9.83
billion), said it has no immediate
plans to open H&M Home stores but
said it is sticking to its expansion
program for 225 new clothing
stores this financial year.

“Generally H&M has done well in
downturns compared with others,”
said Maria Lindblom, the H&M offi-
cial in charge of the new Home unit.
“We’re investing in this long term.”

Jyske Bank analyst Christian
Nagstrup said the economic climate
has changed since the Home launch
was first mentioned but said H&M is
taking the long-term view. “They
have now built up the organization,
and it would’ve been strange if they
postponed it once again,” Mr. Nag-
strup said.

Analysts say that despite the
timing and potential competition,
H&M’s move will fit with its strat-
egy of diversification away from
low-cost, and low margin, clothing.
H&M Home will also be able to take
advantage of the company’s well-es-
tablished supply chain, which will
likely mean volume discounts and
other benefits.

H&M Home is using some of the
same suppliers in Asia as the par-
ent company uses for the clothes,
tailoring its logistics network to en-
sure fast and reliable delivery of
new collections.

“They know our quality require-
ments and so forth, so we see a ben-
efit working with some of the
same suppliers,” Ms. Lindblom
said. She said H&M doesn’t plan to
disclose the earnings or sales from
the business, consistent with its
usual practice of not separating
out its different business areas in
its financial reports.

 —Ian Edmondson in Stockholm
and Christopher Bjork in Madrid

contributed to this article.
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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.

4.05% 8 World -a % % 141.31 –1.49% –49.1% 6.63% 9 U.S. Select Dividend -b % % 420.07 –1.28% –45.9%

3.16% 11 Global Dow 924.60 –0.26% –40.6% 1247.09 –0.65% –50.3% 5.14% 12 Infrastructure 1153.50 –0.42% –30.8% 1393.05 –1.08% –42.2%

5.27% 9 Stoxx 600 172.90 –1.83% –45.8% 164.02 –2.21% –54.6% 2.87% 5 Luxury 524.50 0.47% –43.6% 564.72 0.08% –52.8%

5.34% 9 Stoxx Large 200 187.20 –1.99% –45.5% 176.64 –2.37% –54.4% 2.67% 15 BRIC 50 240.90 –0.33% –50.5% 290.92 –0.98% –58.7%

4.76% 11 Stoxx Mid 200 153.70 –0.86% –46.0% 145.00 –1.25% –54.8% 3.99% 3 Africa 50 551.70 –0.34% –50.3% 443.55 –0.99% –58.6%

5.32% 9 Stoxx Small 200 92.20 –1.40% –49.7% 86.91 –1.78% –57.9% 8.40% 4 GCC % % 1011.77 –0.15% –65.8%

5.34% 8 Euro Stoxx 184.30 –1.67% –48.3% 174.79 –2.06% –56.8% 5.06% 8 Sustainability 577.20 –1.69% –41.8% 616.04 –2.53% –51.5%

5.38% 7 Euro Stoxx Large 200 196.90 –1.87% –48.5% 185.61 –2.26% –56.9% 3.16% 9 Islamic Market -a % % 1285.12 –0.41% –43.0%

5.02% 9 Euro Stoxx Mid 200 172.60 –0.58% –46.3% 162.64 –0.97% –55.1% 3.56% 9 Islamic Market 100 1364.90 –0.62% –26.1% 1476.61 –1.47% –38.5%

5.43% 9 Euro Stoxx Small 200 100.80 –1.13% –50.1% 94.89 –1.52% –58.3% 3.56% 9 Islamic Turkey -c % % % %

9.06% 5 Stoxx Select Dividend 30 1014.10 –2.47% –61.0% 1102.28 –2.86% –67.4% 3.21% 9 Wilshire 5000 % % 7473.97 –1.91% –44.5%

7.91% 6 Euro Stoxx Select Div 30 1103.90 –1.91% –60.9% 1204.47 –2.29% –67.3% % DJ-AIG Commodity 114.90 –0.27% –41.2% 105.99 –0.66% –50.8%

*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 1.5638 2.2275 1.3424 0.1739 0.0436 0.2218 0.0160 0.3755 1.9850 0.2664 1.2344 ...

 Canada 1.2669 1.8044 1.0874 0.1408 0.0353 0.1797 0.0130 0.3042 1.6080 0.2158 ... 0.8101

 Denmark 5.8696 8.3603 5.0382 0.6525 0.1635 0.8324 0.0600 1.4093 7.4502 ... 4.6332 3.7533

 Euro 0.7878 1.1222 0.6763 0.0876 0.0219 0.1117 0.0081 0.1892 ... 0.1342 0.6219 0.5038

 Israel 4.1650 5.9324 3.5751 0.4630 0.1160 0.5907 0.0426 ... 5.2866 0.7096 3.2877 2.6633

 Japan 97.8050 139.3086 83.9528 10.8731 2.7243 13.8700 ... 23.4826 124.1439 16.6631 77.2033 62.5414

 Norway 7.0516 10.0439 6.0528 0.7839 0.1964 ... 0.0721 1.6930 8.9505 1.2014 5.5662 4.5091

 Russia 35.9004 51.1347 30.8158 3.9911 ... 5.0911 0.3671 8.6195 45.5683 6.1164 28.3383 22.9565

 Sweden 8.9952 12.8122 7.7212 ... 0.2506 1.2756 0.0920 2.1597 11.4175 1.5325 7.1004 5.7519

 Switzerland 1.1650 1.6594 ... 0.1295 0.0325 0.1652 0.0119 0.2797 1.4787 0.1985 0.9196 0.7450

 U.K. 0.7021 ... 0.6026 0.0781 0.0196 0.0996 0.0072 0.1686 0.8911 0.1196 0.5542 0.4489

 U.S. ... 1.4244 0.8584 0.1112 0.0279 0.1418 0.0102 0.2401 1.2693 0.1704 0.7894 0.6394

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 359.00 –11.50 –3.10% 822.00 315.75
Soybeans (cents/bu.) CBOT 872.00 3.50 0.40% 1,644.50 786.50
Wheat (cents/bu.) CBOT 521.50 –3.50 –0.67 1,190.00 484.25
Live cattle (cents/lb.) CME 85.925 0.100 0.12 119.200 82.400
Cocoa ($/ton) ICE-US 2,413 9 0.37 3,214 1,910
Coffee (cents/lb.) ICE-US 111.90 –1.25 –1.10 181.50 105.00
Sugar (cents/lb.) ICE-US 13.73 –0.17 –1.22 15.95 9.94
Cotton (cents/lb.) ICE-US 43.26 –0.98 –2.22 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,895.00 5 0.26 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,803 18 1.01 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,559 –13 –0.83 2,390 1,535

Copper (cents/lb.) COMEX 153.85 –4.05 –2.56 388.00 127.10
Gold ($/troy oz.) COMEX 942.50 –0.10 –0.01 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1311.00 13.50 1.04 2,130.00 865.00
Aluminum ($/ton) LME 1,325.00 –28.00 –2.07 3,340.00 1,288.00
Tin ($/ton) LME 10,825.00 30.00 0.28 25,450.00 9,750.00
Copper ($/ton) LME 3,420.00 –45.00 –1.30 8,811.00 2,815.00
Lead ($/ton) LME 1,030.50 –18.50 –1.76 3,460.00 870.00
Zinc ($/ton) LME 1,110.00 –34.50 –3.01 2,840.00 1,065.00
Nickel ($/ton) LME 9,725 –475 –4.66 33,600 9,000

Crude oil ($/bbl.) NYMEX 44.76 –0.46 –1.02 141.45 37.12
Heating oil ($/gal.) NYMEX 1.2675 –0.0265 –2.05 4.2500 1.1359
RBOB gasoline ($/gal.) NYMEX 1.3725 –0.0170 –1.22 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 4.195 0.118 2.89 12.002 3.916
Brent crude ($/bbl.) ICE-EU 47.20 –0.41 –0.86 144.55 40.52
Gas oil ($/ton) ICE-EU 392.75 –14.25 –3.50 1,350.75 367.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Feb. 27
Per In

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

Argentina peso-a 4.5244 0.2210 3.5645 0.2805

Brazil real 3.0147 0.3317 2.3751 0.4210
Canada dollar 1.6080 0.6219 1.2669 0.7894

1-mo. forward 1.6081 0.6219 1.2669 0.7893
3-mos. forward 1.6073 0.6222 1.2663 0.7897
6-mos. forward 1.6052 0.6230 1.2646 0.7908

Chile peso 756.19 0.001322 595.75 0.001679
Colombia peso 3251.25 0.0003076 2561.45 0.0003904
Ecuador US dollar-f 1.2693 0.7878 1 1
Mexico peso-a 19.1385 0.0523 15.0780 0.0663
Peru sol 4.1271 0.2423 3.2515 0.3076
Uruguay peso-e 29.955 0.0334 23.600 0.0424
U.S. dollar 1.2693 0.7878 1 1
Venezuela bolivar 2.73 0.366896 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9850 0.5038 1.5638 0.6395
China yuan 8.6815 0.1152 6.8396 0.1462
Hong Kong dollar 9.8431 0.1016 7.7548 0.1290
India rupee 64.8168 0.0154 51.0650 0.0196
Indonesia rupiah 15206 0.0000658 11980 0.0000835
Japan yen 124.14 0.008055 97.81 0.010224

1-mo. forward 124.08 0.008059 97.75 0.010230
3-mos. forward 123.89 0.008071 97.61 0.010245
6-mos. forward 123.53 0.008095 97.32 0.010275

Malaysia ringgit-c 4.7059 0.2125 3.7075 0.2697
New Zealand dollar 2.5320 0.3949 1.9948 0.5013
Pakistan rupee 101.227 0.0099 79.750 0.0125
Philippines peso 61.815 0.0162 48.700 0.0205
Singapore dollar 1.9629 0.5094 1.5465 0.6466
South Korea won 1952.56 0.0005121 1538.30 0.0006501
Taiwan dollar 44.438 0.02250 35.010 0.02856
Thailand baht 45.923 0.02178 36.180 0.02764

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

Euro zone euro 1 1 0.7878 1.2693
1-mo. forward 1.0002 0.9998 0.7880 1.2690
3-mos. forward 1.0003 0.9997 0.7881 1.2689
6-mos. forward 0.9997 1.0003 0.7876 1.2697

Czech Rep. koruna-b 28.161 0.0355 22.186 0.0451
Denmark krone 7.4502 0.1342 5.8696 0.1704
Hungary forint 300.08 0.003332 236.41 0.004230
Norway krone 8.9505 0.1117 7.0516 0.1418
Poland zloty 4.6710 0.2141 3.6800 0.2717
Russia ruble-d 45.568 0.02195 35.900 0.02785
Sweden krona 11.4175 0.0876 8.9952 0.1112
Switzerland franc 1.4787 0.6763 1.1650 0.8584

1-mo. forward 1.4779 0.6766 1.1644 0.8588
3-mos. forward 1.4755 0.6777 1.1625 0.8602
6-mos. forward 1.4712 0.6797 1.1591 0.8627

Turkey lira 2.1605 0.4629 1.7021 0.5875
U.K. pound 0.8911 1.1222 0.7021 1.4244

1-mo. forward 0.8913 1.1220 0.7022 1.4242
3-mos. forward 0.8913 1.1220 0.7022 1.4241
6-mos. forward 0.8911 1.1222 0.7020 1.4244

MIDDLE EAST/AFRICA
Bahrain dinar 0.4785 2.0900 0.3770 2.6529
Egypt pound-a 7.1024 0.1408 5.5955 0.1787
Israel shekel 5.2866 0.1892 4.1650 0.2401
Jordan dinar 0.8999 1.1112 0.7090 1.4104
Kuwait dinar 0.3732 2.6797 0.2940 3.4014
Lebanon pound 1913.47 0.0005226 1507.50 0.0006634
Saudi Arabia riyal 4.7604 0.2101 3.7504 0.2666
South Africa rand 12.7685 0.0783 10.0595 0.0994
United Arab dirham 4.6621 0.2145 3.6730 0.2723

SDR -f 0.8650 1.1560 0.6815 1.4674

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

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

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

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

 9 EUROPE DJ Stoxx 600 172.92 –3.22 –1.83% –12.2% –45.8%

 8 DJ Stoxx 50 1770.41 –40.93 –2.26 –14.3% –44.5%

 8 Euro Zone DJ Euro Stoxx 184.27 –3.14 –1.68 –17.3% –48.3%

 7 DJ Euro Stoxx 50 1976.23 –44.91 –2.22 –19.4% –46.9%

 4 Austria ATX 1481.67 –1.04 –0.07 –15.4% –61.7%

 6 Belgium Bel-20 1696.58 8.43 0.50% –11.1% –54.8%

 9 Czech Republic PX 640.9 –1.9 –0.30 –25.3% –59.1%

 10 Denmark OMX Copenhagen 217.82 –7.35 –3.26 –3.7% –46.9%

 8 Finland OMX Helsinki 4395.43 –50.68 –1.14 –18.7% –58.8%

 8 France CAC-40 2702.48 –42.36 –1.54 –16.0% –43.6%

 10 Germany DAX 3843.74 –98.88 –2.51 –20.1% –43.0%

 … Hungary BUX 10190.15 –198.77 –1.91 –16.8% –56.6%

 2 Ireland ISEQ 2074.32 24.22 1.18 –11.5% –67.7%

 5 Italy S&P/MIB 15282 –382 –2.44 –21.5% –54.5%

 6 Netherlands AEX 219.81 –3.86 –1.73 –10.6% –50.8%

 6 Norway All-Shares 259.06 –4.97 –1.88 –4.1% –47.7%

 17 Poland WIG 21690.75 –232.52 –1.06 –20.3% –54.4%

 9 Portugal PSI 20 6003.75 27.35 0.46 –5.3% –45.2%

 … Russia RTSI 544.58 –2.97 –0.54% –13.8% –73.6%

 7 Spain IBEX 35 7620.9 –190.8 –2.44 –17.1% –42.1%

 15 Sweden OMX Stockholm 197.55 –0.85 –0.43 –3.3% –38.1%

 9 Switzerland SMI 4690.67 –80.11 –1.68 –15.2% –37.7%

 … Turkey ISE National 100 24026.59 –141.98 –0.59 –10.6% –46.3%

 8 U.K. FTSE 100 3830.09 –85.55 –2.18 –13.6% –34.9%

 9 ASIA-PACIFIC DJ Asia-Pacific 78.24 0.89 1.15% –16.4% –47.8%

 … Australia SPX/ASX 200 3344.5 –1.0 –0.03 –10.1% –40.0%

 15 China CBN 600 17495.25 –506.65 –2.81 18.5% –53.0%

 8 Hong Kong Hang Seng 12811.57 –83.37 –0.65 –11.0% –47.3%

 11 India Sensex 8891.61 –63.25 –0.71 –7.8% –49.4%

 … Japan Nikkei Stock Average 7568.42 110.49 1.48 –14.6% –44.4%

 … Singapore Straits Times 1594.87 –22.57 –1.40 –9.5% –47.3%

 11 South Korea Kospi 1063.03 8.24 0.78 –5.5% –37.9%

 9 AMERICAS DJ Americas 187.54 –4.08 –2.13 –17.1% –45.9%

 … Brazil Bovespa 38183.31 3.13 0.01 1.7% –39.9%

 12 Mexico IPC 17752.18 –294.98 –1.63 –20.7% –38.6%

*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 Feb. 27, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 9 ALL COUNTRY (AC) WORLD* 190.30 0.00%–16.4% –48.6%

4.00% 9 World (Developed Markets) 763.75 –0.01%–17.0% –47.9%

3.60% 10 World ex-EMU 90.47 –0.47%–15.9% –46.4%

3.90% 10 World ex-UK 762.06 –0.29%–17.5% –47.4%

5.00% 8 EAFE 1,007.42 1.31%–18.6% –50.7%

4.20% 8 Emerging Markets (EM) 505.84 0.08%–10.8% –53.5%

5.60% 7 EUROPE 61.59 2.19%–11.3% –45.3%

6.30% 7 EMU 109.79 2.74%–22.7% –55.5%

5.70% 8 Europe ex-UK 66.40 2.18%–14.4% –45.7%

7.80% 5 Europe Value 65.80 3.76%–15.1% –50.4%

3.70% 10 Europe Growth 55.80 0.87% –7.7% –40.1%

5.50% 7 Europe Small Cap 96.86 1.40% –4.1% –48.9%

4.80% 3 EM Europe 139.70 2.38%–12.0% –64.9%

5.50% 6 UK 1,158.26 1.77%–11.9% –33.8%

5.60% 8 Nordic Countries 89.83 3.08% –8.4% –49.8%

3.70% 3 Russia 383.68 2.98% –6.9% –69.5%

4.70% 10 South Africa 532.57 1.27% –8.0% –21.5%

5.30% 9 AC ASIA PACIFIC EX-JAPAN 216.60 –0.30%–12.4% –53.2%

2.90% 11 Japan 457.46 –0.45%–13.7% –46.4%

3.40% 9 China 36.69 –2.46%–10.1% –45.2%

1.80% 10 India 341.85 0.58% –7.4% –53.3%

2.40% 9 Korea 289.44 –1.08% –5.7% –35.3%

9.30% 7 Taiwan 171.34 0.57% –1.2% –42.2%

3.00% 13 US BROAD MARKET 820.19 –1.59%–16.5% –45.2%

2.50% 56 US Small Cap 992.69 –1.88%–20.4% –46.6%

4.00% 9 EM LATIN AMERICA 1,987.68 1.13% –4.3% –51.7%

*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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Daimler expects small sales rise in ’10

‘Scrap’ bonus takes off
Incentive to replace
old vehicles triggers
a run in Germany

By John D. Stoll

And Christoph Rauwald

General Motors Corp. will lay out
a proposal this week for selling off a
stake in its Opel unit, the core of its Eu-
ropean operations, in a bid to win Œ3.3
billion ($4.18 billion) in aid from the
German government.

Underthe plan, which could bepre-
sented as soon as Monday, GM would
sell 25% or more of Opel, and cut $1.2
billion in costs, company officials
said.

People familiar with the auto mak-
er’s plans said GM may try to close or
sell as many as four plants in Europe,
including two in Germany. One plant
being targeted is part of Saab, the
Swedish brand that GM is also trying
to spin off completely with the help of
aid from the Swedish government,
these people said.

In offering to separate its sprawl-
ing Opel unit in order to win German
support, GM is staging is a distinct re-
versal from the strategy Chief Execu-
tive Rick Wagoner had pursued in re-
cent years and demonstrates how the
company’s deepening liquidity prob-
lems are forcing the company into
once-unthinkable changes.

In an interview in Detroit on Fri-
day, GM Chief Operating Officer Fred-

erick “Fritz” Henderson said the com-
pany has been “working furiously” on
its plan for European operations, and
said he isn’t “foreclosing any options”
when it comes to fixing the business.

“We need support. We need to be
open to options,” he said.

GM has asked for as much as $44
billion in support from the U.S. and
other governments in order to stay
afloat, and is committed to making
major changes to Mr. Wagoner’s strat-
egy to get the financing.

The German government has
raised concerns that aid from Ger-
many could be used to slash rather
than preserve jobs in the country, and
that GM could use German aid to re-
structure its operations in the U.S.

At the same time, German politi-
cians are under pressure from labor
unions to bail out Opel, GM’s largest
European brand by far, to help save
the company’s 25,000 jobs—a num-
ber that more than doubles when in-
cluding parts suppliers.

GM Europe has been losing money
for a decade and lost $2.88 billion in
2008. GM’s past attempts to recover
have mostly been based on expanding
operations and regaining market
share.

Opel, which GM acquired in 1929,
accounts for about three-quarters of
GM Europe’s sales and operates under
the Vauxhall brand name in Britain. It
hasemerged as a key developer of pas-
senger cars for GM’s far-flung global
operations as Mr. Wagoner and his
management team have tried to con-
solidate thecompany’s previouslysep-
arate European, Asian, North Ameri-
can and Latin American units.

In addition to developing vehicle
like the Opel Insignia, the unit has de-
veloped high-volume Buick products
for China, Saturn products for the
U.S., and had been engineering much

of the next-generation Chevrolet Mal-
ibu. Several top GM officials will
gather inSwitzerland this week to par-
ticipate in the Geneva motor show.

GM may struggle to find investors
for Opel given the state of the credit
markets and persistent weakness in
the automotive industry. A glut of pro-
duction capacity and a collapse in rev-
enue in Western Europe and North
America have scared investors and
banks away from the sector, and led to
a severe decline in interest for alli-
ances and other ventures.

Cerberus Capital Management,
for instance, was only able to lure Fiat
SpA into taking a stake in Chrysler
LLC by essentially giving it to the Ital-
ian auto maker for free. GM has itself
had a tough time selling Hummer de-
spite some interest among private in-
vestors due to a lack of financing.

At the show, GM plans to show off
a new variant of the Saab 9-3 and an
entirely new subcompact car called
the Chevrolet Spark. Both cars were
meant to further GM’s push to be-
come more fuel efficient and were to
be sold in most ofthe markets GM par-
ticipates in, including North America.

In discussing options with Euro-
pean officials, Mr. Henderson said the
auto maker plans to reiterate the im-
portance of maintaining “global lever-
aging” as a part of Opel’s strategy.

Meetings are expected with Ger-
man officials are expected to take
place over the course of the first week
of March. In its viability plan submit-
ted to Treasury officials in February,
GM said that it expects to resolve sol-
vency issues in Europe by March 31.
GM executives expect to meet strong
opposition from labor representa-
tives as it attempts to close or sell
some of these plants.

In addition, there could be a con-
certed push byboth Mr.Franz and gov-
ernment officials to desire far less de-
cision making by Detroit-based execu-
tives. German economics minister
Karl-Theodor zu Guttenberg said Sat-
urday that government assistance for
Opel is far from certain, given “many
open questions.”

He said a key issue to resolve is
how independent Opel would be from
its parent companyinthe U.S.His com-
ments followed a conference call with
governors of the German states of
North Rhine-Westphalia, Rhineland
Pfalz and Hesse, where Opel factories
are located.

Instead, GM will present a frame-
work under which Opel, based in Ger-
many, and the British Vauxhaul unit,
will be legally separated from GM and
prepared for outside investment.

GM Europe President Carl-Peter
Forster told reporters Friday that in-
vestors could take between 25% and
almost 50% in Opel. Under this sce-
nario, GM Europe would be treated
much like GM’s Daewoo operation in
Korea. GM controls the unit and uses
the operation to feed its Chevrolet
brand with fuel-efficient cars and
crossovers around the world, buttech-
nically owns 50%.

GMhas said it needs about $4.2 bil-
lion in loans from various govern-
ment entities to prop up its sagging
operation there. About two-thirds of
that money would need to come from
the German government. In addition
to meeting with German officials in
Berlin, executives also plan to submit
a plan to state officials in Hesse,
where Opel has headquarters.

German policy makers so far have
been divided over the state taking a
stake in the car maker, with Chancel-
lor Angela Merkel saying that possi-
ble liquidity guarantees would be the
right tool to help companies like Opel.

GM would sell Opel stake
to gain aid from Germany

By Almut Schoenfeld

And Marcus Walker

BERLIN—Around the world, some
economists and governments have
their doubts about whether costly fis-
cal-stimulus measures will work. But
in Germany, one measure already is a
roaring success.

Germany’s Œ2,500 ($3,200) sub-
sidy for people who scrap an old
car and buy a new one has trig-
gered a stampede to dealerships
and a run on small cars. It’s also in-
spiring retailers of other products,
from electronics to false teeth, to
copy the idea.

Falling car production has be-
come a significant economic drag in
Germany, Japan, the U.S. and other
major car-producing nations. The
sector’s sales crisis knocked about
0.6% off Germany’s gross domestic
product in the 2008 fourth quarter,
according to a report by Credit
Suisse, contributing to the 2.1% over-
all contraction in Europe’s biggest
economy last quarter.

Germany’s auto industry made
17% fewer cars in the fourth quarter
than a year earlier as the global re-
cession hit exports at BMW AG,
Daimler AG and other car makers.

The industry’s importance to Ger-
many—where the government esti-
mates that around one in seven jobs
depends directly or indirectly on au-
tos—led Chancellor Angela Mer-
kel’s government to introduce the
old-for-new car subsidy. It took ef-
fect Jan. 27.

To get the Œ2,500 government
check, people must scrap an existing
car that’s at least nine years old and
buy a new car that meets the latest
emissions standards. So far, 134,000
people have applied the so-called
scrap bonus, a number rising by
7,000 a day.

Other European countries includ-

ing France, Italy and Spain have in-
troduced “scrap bonuses” and in
some cases, subsidized loans for buy-
ing cars. Some analysts argue the
programs will have little lasting ef-
fect, because people will simply use
the subsidy to buy a new car now
rather than later.

The early signs are that the scrap
bonus is luring some Germans. “It’s a
real sales boom,” says Ceyhun Tan, a
Volkswagen dealer in Berlin. He says
his February sales are two to three
times as high as a year ago, thanks to
the scrap bonus. Most of his new
wave of customers, says Mr. Tan, are
elderly people whose ancient autos
are worth less on the used-car mar-
ket than the scrap bonus.

Other consumer sectors are try-
ing to capitalize on scrap-bonus fe-
ver, even without any government
money. Electronics retailer Media
Markt offered computer buyers
Œ100 for their old PC for a limited
time in February. Upscale tailors
Herr von Eden is offering clients up
to Œ300 for their old suits if they or-
der a new one. And dentists in Ger-
many’s northeast are offering pa-
tients Œ100 for their old false teeth if
their buy new ones—but only if the
switch is medically necessary, says
Dietmar Österreich, head of the re-
gional dentists’ association.

The auto bonuses are lifting mak-
ers of small cars most, including VW,
General Motors Corp.’s struggling
German unit Opel, and foreign
brands such as Dacia and Fiat SpA.

A forklift sets the body of a scrapped car in its place in Berlin. German auto production fell 17% in the fourth quarter.

German politicians
are under pressure
from labor unions to
bail out Opel.

FOCUS ON AUTOMOBILES

Sources: Eurostat; Credit Suisse
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By Christoph Rauwald

Daimler AG signaled Friday that
its vehicle sales and earnings might
see a recovery next year following a
bleak 2009, after the German auto
maker reported that 2008 invento-
ries rose 19%.

In its annual report, Daimler said
a decline in sales, which was only
partially offset by production adjust-
ments in the second half the year,
pushed its inventory to Œ16.8 billion
($21.4 billion) last year.

The auto maker reiterated that
it expects vehicle sales to fall sig-
nificantly in 2009, but said it
projects a “slight increase” for
2010. Revenue is likely to shrink
this year in all of the company’s au-
tomotive divisions.

“In the year 2010, we then expect
at least slight growth in our busi-
ness volumes, provided that the pro-

jected revival of automotive mar-
kets actually occurs,” Daimler said.
Driven by better efficiency and new
products, “we should be able to in-
crease our earnings again in 2010,”
the company added.

Last week, Daimler, which is
based in Stuttgart, said it sank into
the red in the fourth quarter due to a
slump at its core Mercedes-Benz
unit and a loss on its stake in
Chrysler LLC. Daimler Chief Execu-
tive Dieter Zetsche said at the time
that earnings before interest and
tax, or Ebit, would be negative in the
first quarter.

According to Daimler’s annual re-
port, the company slashed the pay
of its executive board members to a
total of Œ16.6 million last year from
Œ37.7 million a year earlier. The
2007 figure includes payments
made to board members who de-
parted as a result of Daimler’s sale

of the bulk of its Chrysler stake to
Cerberus Capital Management LP.
Their bonuses and severance pay-
ments were Œ18.5 million.

Excluding those board members,
Daimler’s executive board members’
pay in 2007 totaled Œ30.2 million.

The auto maker said the main rea-
son for the sharp decrease in 2008
payments was the decline in Ebit to
Œ2.73 billion last year from Œ8.71 bil-
lion in the prior year, which led to sig-
nificantly lower bonus payments.

Daimler warned global demand
for autos could fall by a further 10%
in 2009 from 2008. “The decline in
the Western European car market is
likely to be more severe than in
2008,” it said, adding that the drop
might be cushioned somewhat by
the industry support measures initi-
ated in some countries. Demand for
cars is also expected to decrease in
Japan this year.

Getty Images
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.20 $23.77 –0.32 –1.33%
Alcoa AA 24.20 6.23 –0.28 –4.30%
AmExpress AXP 20.20 12.06 –0.51 –4.06%
BankAm BAC 434.90 3.95 –1.37 –25.75%
Boeing BA 10.90 31.44 –1.27 –3.88%
Caterpillar CAT 15.90 24.61 0.38 1.57%
Chevron CVX 17.50 60.71 –2.46 –3.89%
Citigroup C 1522.20 1.50 –0.96 –39.02%
CocaCola KO 15.20 40.85 –0.22 –0.54%
Disney DIS 16.60 16.77 –0.09 –0.53%
DuPont DD 9.40 18.76 –0.14 –0.74%
ExxonMobil XOM 46.70 67.90 –3.05 –4.30%
GenElec GE 304.70 8.51 –0.59 –6.48%
GenMotor GM 10.40 2.25 –0.13 –5.46%
HewlettPk HPQ 36.20 29.03 –1.21 –4.00%
HomeDpt HD 21.60 20.89 0.25 1.21%
Intel INTC 60.90 12.74 0.03 0.24%
IBM IBM 19.70 92.03 3.06 3.44%
JPMorgChas JPM 100.80 22.85 –0.20 –0.87%
JohnsJohns JNJ 26.40 50.00 –2.44 –4.65%
KftFoods KFT 12.40 22.78 –0.09 –0.39%
McDonalds MCD 12.00 52.25 0.05 0.10%
Merck MRK 28.20 24.20 –1.84 –7.07%
Microsoft MSFT 77.90 16.15 –0.27 –1.64%
Pfizer PFE 91.50 12.31 –0.39 –3.07%
ProctGamb PG 16.10 48.17 –0.80 –1.63%
3M MMM 6.20 45.46 –0.87 –1.88%
UnitedTech UTX 12.00 40.83 –0.27 –0.66%
Verizon VZ 19.90 28.53 0.05 0.18%
WalMart WMT 26.10 49.24 0.99 2.05%

Dow Jones Industrial Average P/E: 23
LAST: 7062.93 t 119.15, or 1.66%

YEAR TO DATE: t 1,713.46, or 19.5%

OVER 52 WEEKS t 5,203.46, or 42.4%

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

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

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

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

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

Contl AG "1,401" –60 62 482 Seat Pagine Gialle  "1,896" 7 47 32

ISS Glob  865 –41 –58 –56 Stena Aktiebolag 827 8 47 –30

Enel 434 –33 34 –150 Klepierre 776 9 –7 –162

Endesa  367 –31 –12 –194 ING Verzekeringen 220 10 30 43

Gecina "1,056" –26 –14 –323 Wendel "1,119" 11 286 406

Barclays Bk  182 –25 –31 20 MAN AG 323 11 21 28

Prudential  631 –19 84 142 ITV  867 14 22 89

Bk of Scotland 176 –19 –8 59 Rhodia "1,328" 14 36 –412

Lloyds TSB Bk  175 –18 –7 55 Un Fenosa  217 17 43 54

Rep Austria 247 –18 13 107 TUI AG "1,776" 26 189 182

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

L.M. Ericsson Tel B Sweden Telecoms Equipment $24.9 75.00 2.60% 11.9% –45.3%

Credit Suisse Grp Switzerland Banks 29.4 28.92 2.05 –44.4 –60.6

France Telecom France Fixed Line Telecoms 59.1 17.81 1.83 –20.1 –1.9

British Amer Tob U.K. Tobacco 51.9 17.97 1.81 –5.2 27.6

ABB Switzerland Industrial Machinery 28.5 14.29 1.64 –45.4 –8.5

Royal Bk of Scot U.K. Banks $13.0 0.23 –20.00% –92.8 –95.6

Barclays U.K. Banks 11.1 0.93 –17.35 –79.9 –85.3

ING Groep Netherlands Life Insurance 9.7 3.67 –11.23 –83.5 –88.1

AXA France Full Line Insurance 19.5 7.34 –8.29 –67.4 –74.2

HSBC Hldgs U.K. Banks 84.2 4.91 –6.78 –35.9 –49.6

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

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

Nestle 126.0 38.34 1.21% –23.2% 0.9%
Switzerland (Food Products)
Deutsche Telekom 53.0 9.57 0.90 –23.9 –29.9
Germany (Mobile Telecoms)
Unilever 33.2 15.25 0.89 –25.7 –21.7
Netherlands (Food Products)
Vodafone Grp 103.9 1.25 0.32 –23.1 3.1
U.K. (Mobile Telecoms)
Roche Hldg Pt. Ct. 80.2 133.00 ... –35.1 –32.5
Switzerland (Pharmaceuticals)
E.ON 51.9 20.41 –0.44 –50.7 –29.8
Germany (Multiutilities)
UniCredit 17.1 1.01 –0.49 –79.3 –83.2
Italy (Banks)
ENI 80.7 15.86 –0.50 –30.8 –31.8
Italy (Integrated Oil & Gas)
Telefonica 87.9 14.71 –0.61 –23.5 11.9
Spain (Fixed Line Telecoms)
GDF Suez 70.4 25.29 –0.75 –33.4 –12.8
France (Multiutilities)
GlaxoSmithKline 87.1 10.69 –1.02 –3.0 –27.7
U.K. (Pharmaceuticals)
Diageo 32.2 8.19 –1.09 –20.8 –8.5
U.K. (Distillers & Vintners)
Bayer 37.0 38.08 –1.30 –25.1 12.7
Germany (Specialty Chemicals)
Tesco 37.3 3.33 –1.48 –16.8 –2.6
U.K. (Food Retailers & Wholesalers)
SAP 39.7 25.52 –1.49 –19.3 –40.5
Germany (Software)
Total 112.9 37.48 –1.73 –25.0 –27.7
France (Integrated Oil & Gas)
BP 132.0 4.48 –2.40 –17.9 –29.7
U.K. (Integrated Oil & Gas)
Royal Dutch Shell 78.3 17.39 –2.41 –26.7 –32.5
U.K. (Integrated Oil & Gas)
Anglo Amer 19.1 10.01 –2.44 –69.1 –53.7
U.K. (General Mining)
Nokia 36.3 7.52 –2.46 –68.8 –52.1
Finland (Telecoms Equipment)

Intesa Sanpaolo 29.1 1.94 –2.71% –56.5% –60.4%
Italy (Banks)
BASF 25.6 21.96 –2.92 –47.7 –29.5
Germany (Commodity Chemicals)
Allianz SE 30.8 53.63 –2.93 –54.4 –59.8
Germany (Full Line Insurance)
Koninklijke Philips 16.4 12.74 –3.16 –51.0 –52.3
Netherlands (Consumer Electronics)
Siemens 46.8 40.33 –3.19 –52.8 –46.4
Germany (Diversified Industrials)
Iberdrola 33.0 5.20 –3.35 –45.8 –20.7
Spain (Conventional Electricity)
Rio Tinto 25.8 18.01 –3.90 –68.5 –33.6
U.K. (General Mining)
Sanofi-Aventis 68.3 40.92 –3.93 –16.1 –41.8
France (Pharmaceuticals)
ArcelorMittal 28.4 15.45 –4.16 –69.5 ...
Luxembourg (Iron & Steel)
BHP Billiton 35.2 11.06 –4.24 –32.2 14.6
U.K. (General Mining)
BNP Paribas 30.1 25.99 –4.43 –56.4 –65.9
France (Banks)
Banco Bilbao Vizcaya 27.6 5.79 –4.46 –57.9 –65.4
Spain (Banks)
Banco Santander 49.7 4.90 –4.67 –56.0 –56.2
Spain (Banks)
Daimler 22.1 18.01 –4.71 –67.7 –60.1
Germany (Automobiles)
Astrazeneca 46.5 22.43 –4.84 18.5 –15.0
U.K. (Pharmaceuticals)
Soc. Generale 18.4 24.96 –4.88 –64.9 –77.1
France (Banks)
Deutsche Bk 15.1 20.78 –5.11 –72.0 –77.4
Germany (Banks)
UBS 27.8 11.06 –5.79 –63.8 –82.3
Switzerland (Banks)
Assicurazioni Genli 21.3 11.92 –5.92 –58.1 –55.6
Italy (Full Line Insurance)
Novartis 96.9 42.68 –6.49 –17.1 –39.5
Switzerland (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.74% -0.15% 2.8% 1.5% -6.9%
Event Driven 0.07% 0.02% -3.4% 1.7% -26.3%
Distressed Securities 0.64% -2.38% -11.9% -5.3% -37.9%

*Estimates as of 02/26/09, 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 1.74 97.64% 0.01% 2.17 1.18 1.63

Eur. High Volatility: 10/1 3.81 93.52 0.02 5.57 2.16 3.73

Europe Crossover: 10/1 10.46 84.57 0.06 11.20 5.74 9.22

Asia ex-Japan IG: 10/1 4.26 91.00 0.02 6.63 1.99 3.63

Japan: 10/1 4.84 86.37 0.02 5.58 1.58 3.05

 Note: Data as of February 26

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

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

BLUE CHIPS & BONDS

US: Bank revenues from equity capital markets

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

Source: Dealogic
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Russia shelves metals merger
Kremlin is averse
to nationalizations
amid economic crisis

By Jason Sinclair

MADRID—Iberia Líneas Aéreas
de España SA, which is in merger
talks with British Airways PLC, Fri-
day said it swung to a net loss in the
fourth quarter, hit by higher fuel
costs and plummeting demand.

Spain’s largest airline by sales
posted a net loss of Œ19 million ($24
million) for the three months ended
Dec. 31, compared with a net profit of
Œ105 million a year earlier. Fuel costs
soared 46% to Œ464 million from a
year earlier as operating costs rose
5% to Œ1.39 billion. Like many air-
lines, Iberia has in place a complex
system of fuel-cost hedges that pre-
vented it from benefiting from the
fall in fuel prices at the end of 2008.

Iberia’s revenue was down 4.8%
at Œ1.33 billion from Œ1.4 billion.
The airline had already warned in

January at its investors day that full-
year 2008 net profit would plunge
90% to Œ32 million.

At the time, Iberia’s Chairman
Fernando Conte said the airline was
bracingfora difficult 2009 withdeteri-
orating economic conditions in most
ofits markets and stiffer competition.

Iberia said airlines have been re-
ducing capacity since 2007, but not
quick enough to compensate for an
even faster drop in demand amid
the global financial crisis. Iberia has
been cutting costs and said it re-
duced staff by 5.1% in 2008.

In coming quarters, the Span-
ish flag carrier said its biggest
risks will be the evolution of the
price of oil and the dollar-euro ex-
change rate. Iberia said a strength-
ening of the dollar would boost its
revenue but also its costs. About a
fourth of Iberia’s revenue is tied to

the dollar, as are 45% of its costs.
Iberia and British Airways, who

have maintained a long-standing
code sharing agreement, last year
agreed to merge in a planned all-
share transaction. However, the
U.K. carrier’s £1.74 billion ($2.49 bil-
lion) pension-fund deficit and a re-
cent drop in its share price have

emerged as sticking points in discus-
sions about the relative valuation of
the two airlines. Iberia has no debt
and roughly Œ2 billion in cash, a posi-
tion that could allow it to leverage a
larger stake in the merged entity.

Mr. Conte reiterated Friday that
talks between the two airlines are
likely to conclude in March.

The Kremlin and Russia’s debt-
burdened metals tycoons shelved a
plan to merge several of the coun-
try’s biggest industry players into a
conglomerate that would have been
partly state-owned, according to
people familiar with the discussion.

The decision suggests the Krem-
lin for now is following through in its
rhetoric opposing broad nationaliza-
tion as a response to the economic
crisis. The move leaves the industri-
alists looking for other ways to re-

duce debt burdens. Among them is
one of Russia’s richest men, Oleg De-
ripaska, the CEO and main share-
holder of aluminum giant UC Rusal.

Government officials were cool to
the executives’ offers to swap bil-
lions in debt they owe to state banks
for a minority stake in a merged com-
pany, say the people familiar with the
talks. The executives, meanwhile,
couldn’t agree on how to value their
holdings for any deal.

“Unfortunately, there’s a wide-
spread feeling in business—and in the
state,forthatmatter—thatoneshould
take advantage of the situation to take
something from somebody,” Kremlin
economic adviser Arkady Dvorkovich
toldabusinessforuminSiberiaonFri-
day. “We want both government and
business not to act to the detriment of
theirneighbors.”

The decision came at a meeting
late Thursday between President
Dmitry Medvedev, Mr. Deripaska and

Vladimir Potanin, the main share-
holder of OAO Norilsk Nickel. The
men, together with Norilsk’s CEO, dis-
cussed other steps to support the met-
als sector, including possible govern-
ment purchases of nickel and other
products. A major employer, the Rus-
sian metals industry has been hit by
plunging demand and prices globally.
Heavy borrowing before the crisis by
many of the companies’ owners has
made the situation worse.

Mr. Deripaska’s Rusal is one of the
most heavily indebted, with obliga-
tions of more than $15 billion. Rusal is
in talks with Western lenders to re-
structure about $7.5 billion of that to-
tal, seeking to stretch payments out
over as much as five years and peg
them to aluminum prices. Mr. Deri-
paska said last weekend that he hopes
to reach a deal in early March on sus-
pending payments, followed a few
months later by a full restructuring.

Rusal also has to renegotiate

terms of about $7 billion in debt to
Russian state-owned banks, includ-
ing a $4.5 billion bailout loan that
comes due in the fall.

 —Dana Cimilluca in London
contributed to this article.

Dow Chemical Co. is in talks with
a group of private-equity firms
about an investment in its agricul-
tural-sciences unit, which would
give it cash to complete the pur-
chase of Rohm & Haas Co., people fa-
miliar with the matter said.

Dow is in discussions with a
group of private-equity firms includ-

ing Blackstone Group Inc. and Kohl-
berg Kravis Roberts & Co. about a
multibillion-dollar minority stake
in the division, which makes prod-
ucts that combat insects and plant
diseases, said people familiar with
the matter. The business also has re-
ceived attention from Swiss crop-
sciences company Syngenta AG.

Dow Chemical unit spurs interest

Iberia reports loss as fuel costs increase 46%

By Gregory L. White in
Moscow and Alexander

Kolyandr in London

Oleg Deripaska, CEO and main
shareholder of aluminum giant Rusal

By Santiago Perez

MADRID—Grupo Ferrovial SA
said Friday that it swung to a net
loss in 2008, weighed down by hefty
tax provisions and a deep economic
downturn in its core U.K. and Span-
ish markets.

The Spanish construction and
infrastructure company—owner of
U.K.-based airport operator BAA—
posted a net loss of Œ838 million
($1.1 billion) for last year, com-
pared with a net profit of Œ734 mil-
lion in 2007.

Revenue fell 3.4% to Œ14.13 bil-
lion from Œ14.63 billion. Earnings
before interest, taxes, deprecia-
tion and amortization sank 10% to
Œ2.74 billion.

“There’s no doubt that it has been
a difficult year,” Chairman Rafael del
Pino told analysts at a presentation.

The results were weighed down
by a charge of Œ871 million linked
to the elimination of some tax de-
ductions in the U.K. Profitability
was also hurt by lower activity at
BAA, a deteriorating construction
market in Spain and higher financ-
ing costs.

Ferrovial said financing costs
rose 17% to Œ2.23 billion. The com-
pany, which led a group of inves-
tors in 2006 in the leveraged £10.3
billion ($14.7 billion) takeover of
BAA, recently refinanced debt
linked to the acquisition and di-
vested itself of some assets to
lower financing costs.

The company said that after the
completion of several asset sales in
coming months, its debt is expected
to narrow to Œ24.11 billion, com-
pared with Œ30.26 billion in 2007.

Ferrovial could soon be forced by
U.K. regulators to sell some of its
London airports and either its Edin-
burgh or Glasgow airports in Scot-
land. It is now seeking to sell Lon-
don’s Gatwick airport but wants to
retain ownership of London’s Heath-
row and Stansted.

Ferrovial Chief Executive
Joaquín Ayuso said Friday that
three bidders remain in the running
to buy Gatwick, adding that the com-
pany hopes to close the sale of the
airport by the end of the first half of
this year, aiming for late April or
early May.

Shares in Ferrovial fell 2.4% in
Madrid Friday. The company’s
shares declined about 60% last year,
pressured by concerns about its
debt-servicing capabilities after it
expanded aggressively abroad, buy-
ing infrastructure assets through le-
veraged transactions.

Meanwhile, smaller Spanish con-
struction company Sacyr-Valleher-
moso SA said Friday that it swung to
a net loss last year, pressured by a
weak economy and a charge related
to the sale of its 33% stake in Eiffage
SA of France.

Madrid-based Sacyr posted a net
loss of Œ176.8 million for 2008, com-
pared with a net profit of Œ946.4 mil-
lion in 2007.

Sacyr pulled out from a hostile
takeover bid for Eiffage, selling the
stake at a loss. The company said its
failed incursion into France resulted
in an accounting charge of Œ477.3
million for 2008, because it had to
undo an earlier consolidation of
profit from Eiffage in its 2006 and
2007 earnings.

The construction company said
revenue rose 2.7% to Œ5.38 billion in
2008 from Œ5.24 billion in 2007.
 —Christopher Bjork

contributed to this article.
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Ferrovial posts
$1.1 billion loss
amid tax charge
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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 02/25 NA 8.74 0.2 –37.1 –18.2
Parex Caspian Sea Eq EU EQ LVA 02/25 EUR 2.12 1.0 –76.3 –54.0
Parex Eastern Europ Bd EU BD LVA 02/25 USD 8.74 0.2 –37.1 –18.2
Parex Russian Eq EE EQ LVA 02/25 USD 8.41 –2.9 –72.6 –41.8

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 02/26 USD 94.91 –14.4 –55.8 –27.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/26 USD 90.98 –14.5 –56.3 –28.2
PF (LUX)-Biotech-Pca OT EQ LUX 02/25 USD 284.40 –0.2 –10.8 –2.4
PF (LUX)-CHF Liq-Pca CH MM LUX 02/25 CHF 123.98 0.0 1.3 1.7
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/25 CHF 93.58 0.0 1.3 1.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/25 USD 75.16 –7.6 –37.0 –19.5
PF (LUX)-East Eu-Pca EU EQ LUX 02/25 EUR 121.76 –8.8 –72.5 –47.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 02/26 USD 81.76 –12.2 –61.7 –31.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/26 USD 272.66 –10.4 –60.5 –30.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/25 EUR 67.16 –12.2 –45.0 –30.5
PF (LUX)-EUR Bds-Pca EU BD LUX 02/25 EUR 370.29 –0.8 1.4 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/25 EUR 281.78 –0.8 1.4 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/25 EUR 124.95 0.0 –4.9 –3.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/25 EUR 87.84 0.0 –4.9 –3.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/25 EUR 96.37 6.9 –25.4 –20.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/25 EUR 55.87 6.9 –25.4 –20.3
PF (LUX)-EUR Liq-Pca EU MM LUX 02/25 EUR 135.10 0.3 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/25 EUR 97.36 0.3 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/25 EUR 102.13 0.3 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/25 EUR 100.77 0.3 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/25 EUR 271.41 –11.3 –48.2 –34.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/25 EUR 88.72 –12.3 –45.8 –33.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/25 USD 188.37 –0.6 –6.5 –1.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/25 USD 128.15 –0.6 –6.5 –1.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 02/25 USD 11.11 –13.4 –50.2 –32.0
PF (LUX)-Gr China-Pca AS EQ LUX 02/26 USD 192.40 –9.6 –48.9 –20.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/26 USD 168.56 –12.0 –62.5 –26.0
PF (LUX)-Jap Index-Pca JP EQ LUX 02/26 JPY 7030.22 –13.7 –45.8 –36.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/26 JPY 6328.61 –13.3 –47.5 –40.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/26 JPY 6171.38 –13.4 –47.9 –40.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/26 JPY 3418.46 –12.9 –44.8 –37.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/26 USD 138.67 –12.4 –52.6 –27.1
PF (LUX)-Piclife-Pca CH BA LUX 02/25 CHF 667.29 –3.2 –17.6 –12.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/25 EUR 38.75 –12.2 –42.9 –32.2
PF (LUX)-Rus Eq-Pca OT OT LUX 02/25 USD 20.23 –11.4 –78.4 NS
PF (LUX)-Security-Pca GL EQ LUX 02/25 USD 66.70 –6.6 –32.0 –21.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/25 EUR 315.36 –3.4 –44.1 –31.7
PF (LUX)-US Eq-Ica US EQ LUX 02/25 USD 71.76 –12.1 –40.6 –23.3
PF (LUX)-USA Index-Pca US EQ LUX 02/25 USD 61.59 –15.0 –43.3 –26.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/25 USD 511.89 –3.5 6.9 7.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/25 USD 375.61 –3.5 6.9 7.1
PF (LUX)-USD Liq-Pca US MM LUX 02/25 USD 130.37 0.1 1.9 3.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/25 USD 85.13 0.1 1.9 3.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/25 USD 101.43 0.1 NS NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/25 USD 100.72 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 02/25 EUR 98.30 –4.6 –31.6 –20.8
PF (LUX)-WldGovBds-Pca GL BD LUX 02/26 USD 152.65 –7.4 0.7 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/26 USD 126.35 –7.4 0.7 6.1
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/24 USD 30.44 –26.7 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 02/25 USD 7.31 –6.8 –40.1 –30.3
Japan Fund USD JP EQ IRL 02/26 USD 11.74 –20.1 –25.0 –21.5

n Hemisphere Management (Ireland) Limited
Columbus USD A OT OT CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 01/30 USD 125.56 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 01/30 USD 5.40 –20.0 –66.0 –33.8
Europn Conviction USD B EU EQ CYM 01/30 USD 129.00 2.2 17.4 10.1
Europn Forager USD B OT OT CYM 01/30 USD 177.85 –0.6 –13.3 –2.7
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 01/30 USD 14.29 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 01/30 USD 160.57 –3.2 –5.3 2.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 02/18 USD 54.88 –6.4 –60.4 –25.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/25 EUR 466.89 –17.1 –45.4 NS
Core Eurozone Eq B EU EQ IRL 02/25 EUR 531.64 –19.1 NS NS
Euro Fixed Income A EU BD IRL 02/25 EUR 1096.65 –3.1 –12.3 –7.3
Euro Fixed Income B EU BD IRL 02/25 EUR 1164.84 –3.0 –11.8 –6.8
Euro Small Cap A EU EQ IRL 02/25 EUR 802.95 –5.3 –48.9 –38.5
Euro Small Cap B EU EQ IRL 02/25 EUR 855.76 –5.2 –48.6 –38.1
Eurozone Agg Eq A EU EQ IRL 02/25 EUR 422.50 –15.0 –49.2 NS
Eurozone Agg Eq B EU EQ IRL 02/25 EUR 604.11 –14.9 –48.9 –34.1
Glbl Bd (EuroHdg) A GL BD IRL 02/25 EUR 1191.73 –0.5 –7.5 –3.8
Glbl Bd (EuroHdg) B GL BD IRL 02/25 EUR 1258.56 –0.4 –6.9 –3.2
Glbl Bd A EU BD IRL 02/25 EUR 1020.91 4.1 1.9 –1.8
Glbl Bd B EU BD IRL 02/25 EUR 1081.38 4.2 2.5 –1.2
Glbl Real Estate A OT EQ IRL 02/25 USD 492.83 –26.1 –59.0 –43.2
Glbl Real Estate B OT EQ IRL 02/25 USD 505.52 –26.0 –58.8 –42.9
Glbl Real Estate EH-A OT EQ IRL 02/25 EUR 476.25 –24.1 –56.5 –43.3
Glbl Real Estate SH-B OT EQ IRL 02/25 GBP 44.89 –24.3 –56.4 –42.6
Glbl Strategic Yield A EU BD IRL 02/25 EUR 1139.43 0.8 –21.9 –13.0
Glbl Strategic Yield B EU BD IRL 02/25 EUR 1213.09 0.9 –21.5 –12.5
Japan Equity A JP EQ IRL 02/25 JPY 8810.00 –14.8 –48.0 –37.6
Japan Equity B JP EQ IRL 02/25 JPY 9343.00 –14.7 –47.6 –37.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/25 USD 1112.51 –13.5 –53.7 –28.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/25 USD 1181.27 –13.4 –53.4 –28.0
Pan European Eq A EU EQ IRL 02/25 EUR 630.39 –12.3 –48.4 –33.4
Pan European Eq B EU EQ IRL 02/25 EUR 668.62 –12.2 –48.1 –33.0
US Equity A US EQ IRL 02/25 USD 571.51 –14.6 –46.4 –27.8
US Equity B US EQ IRL 02/25 USD 608.85 –14.5 –46.1 –27.3
US Small Cap A US EQ IRL 02/25 USD 832.91 –17.2 –46.9 –30.8
US Small Cap B US EQ IRL 02/25 USD 887.83 –17.1 –46.6 –30.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 02/26 SEK 55.54 –7.7 –46.1 –33.7
Choice Japan Fd JP EQ LUX 02/26 JPY 38.90 –13.5 –45.6 –37.8
Choice Jpn Chance/Risk JP EQ LUX 02/26 JPY 38.55 –13.9 –51.9 –38.7
Choice NthAmChance/Risk US EQ LUX 02/26 USD 2.66 –5.0 –44.7 –27.3
Europe 2 Fd EU EQ LUX 02/26 EUR 0.63 –9.8 –51.6 –35.8
Europe 3 Fd EU EQ LUX 02/26 GBP 2.46 –17.7 –42.4 –25.9
Global Chance/Risk Fd GL EQ LUX 02/26 EUR 0.45 –3.2 –37.0 –27.6
Global Fd GL EQ LUX 02/26 USD 1.42 –14.5 –47.6 –29.5
Intl Mixed Fd -C- NO BA LUX 02/26 USD 20.08 –12.6 –36.6 –20.2
Intl Mixed Fd -D- NO BA LUX 02/26 USD 14.17 –12.6 –36.6 –19.2
Wireless Fd OT EQ LUX 02/26 EUR 0.09 –1.7 –44.0 –26.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 02/26 USD 4.02 –11.3 –51.0 –26.9
Currency Alpha EUR -IC- OT OT LUX 02/26 EUR 10.71 –1.9 6.4 NS
Currency Alpha EUR -RC- OT OT LUX 02/26 EUR 10.65 –1.9 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 02/26 SEK 103.48 –2.0 6.1 NS
Currency Alpha SEK -RC- OT OT LUX 02/26 SEK 121.00 –1.9 6.0 NS
Generation Fd 80 OT OT LUX 02/26 SEK 6.27 –1.7 –28.0 NS
Nordic Focus EUR NO EQ LUX 02/26 EUR 48.40 –3.0 –44.9 NS
Nordic Focus NOK NO EQ LUX 02/26 NOK 53.14 –3.0 –44.9 NS
Nordic Focus SEK NO EQ LUX 02/26 SEK 58.56 –3.0 –44.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 02/26 USD 1.26 –9.7 –43.1 –27.1
Ethical Global Fd GL EQ LUX 02/26 USD 0.52 –15.9 –48.2 –30.9
Ethical Sweden Fd NO EQ LUX 02/26 SEK 27.30 –5.0 –34.0 –24.8
Europe Fd EU EQ LUX 02/26 USD 1.33 –6.2 –40.8 –28.7

Index Linked Bd Fd SEK OT BD LUX 02/26 SEK 13.09 0.2 4.0 4.1

Medical Fd OT EQ LUX 02/26 USD 2.63 –8.1 –27.2 –15.6

Short Medium Bd Fd SEK NO MM LUX 02/26 SEK 9.21 0.6 3.1 3.1

Technology Fd OT EQ LUX 02/26 USD 1.49 –4.3 –38.6 –22.4

World Fd NO BA LUX 02/26 USD 1.40 –15.3 –44.9 –22.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 02/26 EUR 1.27 0.2 1.9 2.1

Short Bond Fd SEK NO MM LUX 02/26 SEK 21.75 0.9 3.1 3.1

Short Bond Fd USD US MM LUX 02/26 USD 2.50 –0.1 1.4 2.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 02/26 SEK 9.98 –0.8 –2.7 –0.6

Alpha Bond Fd SEK -B- NO BD LUX 02/26 SEK 8.96 –0.8 –2.7 –0.7

Alpha Bond Fd SEK -C- NO BD LUX 02/26 SEK 25.00 –0.8 –2.8 –0.8

Alpha Bond Fd SEK -D- NO BD LUX 02/26 SEK 8.33 –0.8 –2.8 –0.8

Alpha Short Bd SEK -A- NO MM LUX 02/26 SEK 10.94 1.2 3.6 3.3

Alpha Short Bd SEK -B- NO MM LUX 02/26 SEK 10.26 1.2 3.6 3.3

Alpha Short Bd SEK -C- NO MM LUX 02/26 SEK 21.40 1.2 3.5 3.2

Alpha Short Bd SEK -D- NO MM LUX 02/26 SEK 8.90 1.2 3.5 3.2

Bond Fd SEK -C- NO BD LUX 02/26 SEK 41.85 0.7 9.4 5.8

Bond Fd SEK -D- NO BD LUX 02/26 SEK 12.55 0.7 8.2 5.2

Corp. Bond Fd EUR -C- EU BD LUX 02/26 EUR 1.06 –3.0 –10.4 –5.8

Corp. Bond Fd EUR -D- EU BD LUX 02/26 EUR 0.83 –3.0 –10.7 –6.0

Corp. Bond Fd SEK -C- NO BD LUX 02/26 SEK 10.47 –2.6 –13.3 –7.2

Corp. Bond Fd SEK -D- NO BD LUX 02/26 SEK 8.22 –2.6 –13.1 –7.1

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/26 EUR 103.69 –0.2 4.0 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/26 EUR 103.32 –0.2 3.6 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 02/26 SEK 1173.76 –0.2 3.6 NS

Flexible Bond Fd -C- NO BD LUX 02/26 SEK 21.12 1.2 6.3 4.4

Flexible Bond Fd -D- NO BD LUX 02/26 SEK 11.95 1.2 6.3 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 02/26 SEK 79.25 –1.0 –21.0 –14.4

Global Hedge I SEK -D- OT OT LUX 02/26 SEK 72.43 –1.0 –23.3 –15.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 02/26 USD 1.40 –9.0 –53.9 –24.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 02/26 SEK 17.56 4.6 –40.6 –26.9

Europe Chance/Risk Fd EU EQ LUX 02/26 EUR 687.92 –9.8 –54.7 –38.0

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

UAE Blue Chip Fund Acc OT OT ARE 02/19 AED 4.20 –8.4 –64.2 –24.9

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

Bonds ConvEurope A OT OT LUX 02/24 EUR 26.74 –5.7 –8.5 –1.0

Bonds Eur Corp A OT OT LUX 02/24 EUR 21.14 1.9 –3.8 –2.7

Bonds Eur Hi Yld A OT OT LUX 02/24 EUR 13.72 3.2 –28.2 –21.5

Bonds EURO A OT OT LUX 02/25 EUR 39.62 0.3 5.3 3.8

Bonds Europe A OT OT LUX 02/24 EUR 38.27 1.0 5.6 3.3

Bonds US MtgBkSec A OT OT LUX 02/25 USD 25.69 0.2 4.0 2.8

Bonds US OppsCoreplus A OT OT LUX 02/24 USD 32.32 2.5 1.7 4.2

Bonds World A OT OT LUX 02/24 USD 37.34 –6.3 –2.9 5.1

Eq. China A OT OT LUX 02/25 USD 13.70 –8.3 –49.8 –19.3

Eq. ConcentratedEuropeA OT OT LUX 02/25 EUR 18.05 –12.4 –49.7 –34.8
Eq. Eastern Europe A OT OT LUX 02/25 EUR 11.34 –14.2 –71.1 –45.7
Eq. Equities Global Energy OT OT LUX 02/25 USD 12.73 –10.7 –48.6 –17.8
Eq. Euroland A OT OT LUX 02/25 EUR 7.51 –18.0 –49.3 –34.3
Eq. Euroland MidCapA OT OT LUX 02/25 EUR 12.79 –11.2 –51.4 –37.4
Eq. EurolandCyclclsA OT OT LUX 02/24 EUR 12.28 –10.6 –45.1 –26.9
Eq. EurolandFinancialA OT OT LUX 02/25 EUR 5.90 –29.9 –62.8 –47.6
Eq. Glbl Emg Cty A OT OT LUX 02/25 USD 5.27 –11.9 –58.6 –28.1

Eq. Global A OT OT LUX 02/25 USD 17.84 –15.2 –48.4 –30.9
Eq. Global Technol A OT OT LUX 02/25 USD 3.43 –6.2 –43.5 –31.9
Eq. Gold Mines A OT OT LUX 02/25 USD 20.44 –2.3 –38.9 –14.3
Eq. Japan Sm Cap A OT OT LUX 02/25 JPY 820.12 –9.4 –41.4 –43.4
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.3 –22.3 –24.1
Eq. Pacific A OT OT LUX 02/25 USD 5.62 –11.9 –53.3 –25.3
Eq. US ConcenCore A OT OT LUX 02/24 USD 15.66 –3.6 –33.6 –21.0
Eq. US Lg Cap Gr A OT OT LUX 02/24 USD 10.47 –2.9 –42.9 –26.2

Eq. US Mid Cap A OT OT LUX 02/25 USD 18.42 –8.1 –47.3 –26.1
Eq. US Multi Strg A OT OT LUX 02/24 USD 14.27 –10.7 –45.7 –30.1
Eq. US Rel Val A OT OT LUX 02/25 USD 13.19 –15.1 –50.9 –35.2
Eq. US Sm Cap Val A OT OT LUX 02/24 USD 10.83 –16.3 –50.7 –38.0
Eq. US Value Opp A OT OT LUX 02/25 USD 11.24 –13.3 –51.8 –37.2
Money Market EURO A OT OT LUX 02/25 EUR 27.23 0.4 4.0 4.0
Money Market USD A OT OT LUX 02/24 USD 15.78 0.2 2.4 3.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 02/26 JPY 7182.00 –16.5 –49.4 –41.9
YMR-N Japan Fund JP EQ IRL 02/26 JPY 7881.00 –16.5 –48.1 –39.2
YMR-N Low Price Fund JP EQ IRL 02/26 JPY 10834.00 –16.5 –44.2 –39.7
YMR-N Small Cap Fund JP EQ IRL 02/26 JPY 5413.00 –15.7 –48.1 –42.2

Yuki Mizuho Gen Jpn III JP EQ IRL 02/26 JPY 3550.00 –16.5 –55.7 –42.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 02/26 JPY 3742.00 –16.7 –55.7 –45.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 02/26 JPY 5206.00 –14.7 –52.4 –41.0
Yuki Mizuho Jpn Gen JP EQ IRL 02/26 JPY 6721.00 –16.2 –48.1 –40.0
Yuki Mizuho Jpn Gro JP EQ IRL 02/26 JPY 5154.00 –17.6 –48.6 –42.3
Yuki Mizuho Jpn Inc JP EQ IRL 02/26 JPY 6809.00 –14.4 –42.7 –36.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 02/26 JPY 4138.00 –17.0 –49.0 –38.5
Yuki Mizuho Jpn LowP JP EQ IRL 02/26 JPY 9110.00 –19.6 –41.8 –37.6

Yuki Mizuho Jpn PGth JP EQ IRL 02/26 JPY 6389.00 –16.4 –51.9 –41.6
Yuki Mizuho Jpn SmCp JP EQ IRL 02/26 JPY 5200.00 –15.2 –51.9 –42.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 02/26 JPY 4474.00 –13.8 –45.1 –37.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 02/26 JPY 2145.00 –10.1 –54.6 –51.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 02/26 JPY 3597.00 –14.4 –53.3 –41.2
Yuki 77 General JP EQ IRL 02/26 JPY 5022.00 –14.9 –50.4 –39.8

Yuki 77 Growth JP EQ IRL 02/26 JPY 4832.00 –18.3 –52.3 –44.9
Yuki 77 Income AS EQ IRL 02/26 JPY 4443.00 –13.1 –42.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/26 JPY 5351.00 –14.2 –48.0 –39.2
Yuki Chugoku Jpn Gro JP EQ IRL 02/26 JPY 4171.00 –18.4 –50.3 –40.3
Yuki Chugoku JpnLowP JP EQ IRL 02/26 JPY 6559.00 –19.9 –41.4 –37.0

Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 02/26 JPY 5661.00 –16.4 –50.8 –40.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/26 JPY 3835.00 –15.7 –50.8 –39.5
Yuki Hokuyo Jpn Inc JP EQ IRL 02/26 JPY 4334.00 –17.9 –44.9 –36.9

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/26 JPY 3988.00 –15.2 –47.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 02/26 JPY 3776.00 –16.1 –54.9 –42.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 02/26 JPY 3586.00 –17.8 –52.0 –42.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/26 JPY 4256.00 –16.5 –49.1 –39.6
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 01/30 USD 34.91 –10.3 –1.0 5.6

n CAPITAL MANAGEMENT ADVISORS

Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 01/30 USD 1361.57 0.5 4.1 5.9

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

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

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ

2 FUNDS OF FUNDS OF HEDGE FUNDS

D'Auriol Alt Non-Lev A EU OT CYM 12/31 EUR 98.41 –24.0 –24.0 –8.6

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

n HARMONY CAPITAL

email: info@harmonycapitalfund.com

Harmony Cap Ltd A USD OT OT BMU 12/31 USD 2067.95 –0.5 –5.2 –4.7

Harmony Cap Ltd B EUR OT OT BMU 12/31 EUR 2006.83 –0.8 –4.6 –4.9

Harmony Cap Ltd D USD OT OT BMU 12/31 USD 1184.67 –0.5 –5.6 –5.1

Harmony Cap Ltd E EUR OT OT BMU 12/31 USD 1154.79 –0.8 –4.8 –5.2

Harmony Cap Ltd F GBP OT OT BMU 12/31 GBP 1008.01 –0.6 –4.0 –4.0

n HERMITAGE CAPITAL MANAGEMENT LTD.

Tel: +7501 258 3160 www.hermitagefund.com

The Hermitage Fund GL EQ JEY 02/06 USD 396.92 NS –75.1 –50.1

n HORSEMAN CAPITAL MANAGEMENT LTD.

T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com

Horseman EmMkt Opp EUR GL EQ GBR 01/30 EUR 220.59 2.7 17.6 36.5

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

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

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

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7

Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2

Global Absolute OT OT GGY 02/13 GBP 0.95 1.3 NS NS

Global Absolute USD OT OT GGY 02/13 USD 1.78 1.1 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/30 EUR 76.32 0.0 –29.1 NS

Special Opp Inst EUR OT OT CYM 01/30 EUR 70.63 –1.6 –29.8 NS

Special Opp Inst USD OT OT CYM 01/30 USD 79.57 –1.4 –27.6 NS

Special Opp USD OT OT CYM 01/30 USD 79.59 0.0 –27.0 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 01/30 EUR 121.04 1.5 –12.7 –1.8

GH Fund CHF Hdg OT OT JEY 01/30 CHF 99.82 0.0 –16.7 –6.2

GH Fund EUR Hdg OT OT JEY 01/30 EUR 108.50 0.0 –16.0 –4.9

GH Fund EUR Hdg (Non-V II) OT OT JEY 01/30 EUR 97.68 1.4 –14.6 –4.2

GH Fund EUR Hdg (Non-V) OT OT JEY 01/30 EUR 108.50 0.0 –16.0 –4.9

GH Fund GBP Hdg OT OT JEY 01/30 GBP 117.84 0.0 –15.9 –4.1

GH Fund Inst EUR OT OT JEY 01/30 EUR 84.70 1.5 NS NS

GH Fund Inst JPY OT OT JEY 01/30 JPY 8515.78 1.3 –14.1 NS

GH Fund Inst USD OT OT JEY 01/30 USD 100.14 1.5 –12.9 –2.2

GH FUND S EUR OT OT CYM 01/30 EUR 114.54 1.3 –14.4 –3.6

GH FUND S GBP OT OT JEY 01/30 GBP 119.27 1.4 –13.6 –2.3

GH Fund S USD OT OT CYM 01/30 USD 133.96 1.5 –12.4 –1.7

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

Hedge Investments OT OT JEY 01/30 USD 123.89 0.0 –13.8 –3.0

Leverage GH USD OT OT GGY 01/30 USD 97.53 0.0 –32.7 –13.8

MultiAdv Arb CHF Hdg OT OT JEY 01/30 CHF 84.01 0.0 –25.1 –13.4

MultiAdv Arb EUR Hdg OT OT JEY 01/30 EUR 90.37 0.0 –24.5 –12.3

MultiAdv Arb GBP Hdg OT OT JEY 01/30 GBP 96.92 0.0 –25.2 –12.2

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

MultiAdv Arb S EUR OT OT CYM 01/30 EUR 97.99 2.4 –21.3 –10.2

MultiAdv Arb S GBP OT OT CYM 01/30 GBP 102.65 2.9 –21.7 –9.4

MultiAdv Arb S USD OT OT CYM 01/30 USD 111.27 2.7 –20.2 –8.5

MultiAdv Arb USD OT OT GGY 12/31 USD 168.78 –24.4 –24.4 –10.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 01/30 USD 107.06 0.0 –16.4 –6.7
Asian AdbantEdge EUR OT OT JEY 01/30 EUR 88.69 0.0 –21.4 NS
Asian AdvantEdge OT OT JEY 01/30 USD 162.03 0.0 –20.3 –4.0
Emerg AdvantEdge OT OT JEY 01/30 USD 140.36 0.0 –28.7 –8.8
Emerg AdvantEdge EUR OT OT JEY 01/30 EUR 78.55 0.0 –30.7 NS
Europ AdvantEdge EUR OT OT JEY 01/30 EUR 115.25 0.0 –16.2 –8.3
Europ AdvantEdge USD OT OT JEY 01/30 USD 122.02 0.0 –15.4 –7.3
Japan AdvantEdge JPY OT OT JEY 01/30 JPY 8080.25 0.0 –10.0 –10.1
Japan AdvantEdge USD OT OT JEY 01/30 USD 94.08 0.0 –8.4 –7.2
Lvgd Alpha AdvantEdge OT OT JEY 01/30 USD 85.85 0.0 –35.7 –19.0
Trading AdvantEdge OT OT GGY 01/30 USD 151.67 0.0 9.9 14.3
Trading AdvantEdge EUR OT OT GGY 01/30 EUR 137.63 0.0 9.9 13.3
Trading AdvantEdge GBP OT OT GGY 01/30 GBP 145.50 0.0 13.8 15.6
US AdvantEdge OT OT JEY 01/30 USD 102.32 0.0 –16.2 –6.6

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 02/23 EUR 246.93 0.4 –3.5 0.7
Integrated Dir Trading EUR OT OT CYM 11/28 EUR 102.04 –0.4 0.9 5.9
Integrated Emg Markets EUR OT OT CYM 11/28 EUR 73.40 –30.1 –29.4 –11.7
Integrated European EUR OT OT CYM 11/28 EUR 149.86 0.8 1.6 1.8
Integrated Event Driven EUR OT OT CYM 11/28 EUR 84.29 –21.4 –21.0 –6.5
Integrated Lg/Sh Sel F EUR OT OT CYM 11/28 EUR 85.44 –14.5 –14.6 –1.6
Integrated MultSt B EUR OT OT VGB 11/28 EUR 115.83 –17.0 –16.3 –4.9
Integrated Relative Value EUR OT OT CYM 11/28 EUR 90.76 –9.6 –9.3 –2.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9
KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6
KBL SPOP Long/Short Eq OT OT LUX 10/31 USD 391.27 –40.9 –41.9 –12.3
KBL SPOP Long/Short Eq OT OT LUX 10/31 EUR 371.55 –42.9 –43.8 –14.4

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 02/20 USD 171.67 –10.6 –76.6 –53.9
Antanta MidCap Fund EE EQ AND 02/20 USD 223.91 –22.7 –87.4 –59.4
Meriden Opps Fund GL OT AND 02/18 EUR 85.03 –2.3 –21.4 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 11/28 USD 1221.07 –17.7 –17.5 –3.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 02/17 USD 87.69 5.3 87.9 31.2

Superfund GCT USD* OT OT LUX 02/17 USD 3764.00 3.1 57.6 16.5

Superfund Gold A (SPC) OT OT CYM 02/17 USD 1300.99 11.9 39.1 28.1

Superfund Gold B (SPC) OT OT CYM 02/17 USD 1531.04 13.6 54.3 32.3

Superfund Q-AG* OT OT AUT 02/17 EUR 8985.00 2.5 40.4 15.5

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 01/30 USD 184.48 0.4 11.5 13.0

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

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

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

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

Winton Futures EUR GL OT VGB 01/30 EUR 208.24 1.2 18.3 17.3

Winton Futures GBP GL OT VGB 01/30 GBP 224.23 23.1 23.1 20.6

Winton Futures JPY Lead Series 2 GL OT VGB 01/30 JPY 14906.14 1.0 14.5 14.1

Winton Futures USD GL OT VGB 01/30 USD 740.56 NS NS 17.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 02/13 EUR 124.68 5.0 –9.1 –2.9

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

Zulauf Europe Fd USD OT OT CYM 02/13 USD 267.12 3.3 –8.2 –1.0

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 01/30 USD 1279.28 NS 1.8 –3.7 –17.3 –6.9

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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Erste Group Bank AG

Austria offers state aid
as firm swings to a loss

Austrian lender Erste Group Bank
AG on Friday said it has finalized a
state-aid deal allowing for a capital
boost of as much as Œ2.7 billion, or
$3.4 billion, after write-downs and
provisions pushed it into a fourth-
quarter net loss. Erste Bank swung to
a net loss of Œ603.4 million in the
fourth quarter, compared with net
profit of Œ336.8 million a year earlier,
hit by higher risk provisions, large
goodwill write-downs on its Eastern
European units and revaluation
losses. Net interest income rose 22%
to Œ1.34 billion from Œ1.1 billion. Erste
Bank said it will issue a maximum of
Œ1.89 billion in participation capital
to the Austrian state. In addition, it
said it intends to place as much as pos-
sible and at least Œ400 million with
private and institutional investors.
The gap between these placements
and the total planned capital injection
of Œ2.7 billion will be closed by the is-
suance of hybrid tier-one capital to
the Austrian state, the bank said.

Piraeus Bank SA

Piraeus Bank SA said 2008 net
profit dropped 49% because of
higher provisions for bad loans
and a year-earlier gain from a
stake sale. Net profit fell to Œ315
million ($401 million) from Œ622
million a year earlier, when the
sale of Piraeus’s stake in Bank of
Cyprus PCL inflated the bottom
line by Œ119 million. The Greek
bank also booked Œ215 million in

provisions for souring loans in the
fourth quarter. Net interest in-
come was up 26% at Œ1.16 billion.
“Without any doubt, the period
2009-2010 won’t be easy. Despite
this, we are prepared,” Chairman
Michalis Sallas said in a state-
ment. He added that the bank will
focus on asset quality, high liquid-
ity, drastic cost containment and
capital adequacy for the next two
years. Managing director Alex
Manos said that cost growth
would be flat this year.

Tata Steel Ltd.

Tata Steel Ltd. of India posted a
39% fall in fiscal third-quarter con-
solidated net profit, but its shares
rose as the market had expected a
loss. Profit at Tata Steel, which con-
trols European steelmaker Corus,
took a hit because of inventory
write-downs at some units and a
foreign-exchange loss. Profit in the
three months to Dec. 31 slid to 8.14
billion rupees ($159.6 million)
from 13.25 billion rupees a year ear-
lier, the Mumbai-based company
said. Sales rose 4% to 331.91 billion

rupees. Shares of Tata Steel rose
5.6% to 172.35 rupees on the Bom-
bay Stock Exchange. Tata Steel
also said a change in accounting
norms relating to pension plans
for Corus added 42.56 billion ru-
pees to profit.

Stringer widens role atop Sony
In turnaround bid,
CEO shuffles duties
of senior executives

Fortis SA

Negotiations over the future of
stricken bank Fortis SA have been
extended until March 6, the bank
said Friday. Rescue plans were
thrown into disarray in early Feb-
ruary, when shareholders nar-
rowly blocked a sale of Fortis’s Bel-
gian banking assets to French
lender BNP Paribas, a deal master-
minded by the Belgian govern-
ment. Talks to break the impasse
initially faced a deadline of Feb.
28. BNP said the talks have been ex-
tended but declined to comment
further.

Acciona profit is hurt by cost of Endesa deal

By Daisuke Wakabayashi

TOKYO—Sony Corp. Chief Execu-
tive Howard Stringer is taking fuller
control of the company as it strug-
gles with lower demand and a lack
of hit products.

Nearly four years after becoming
the first non-Japanese chairman
and CEO of Sony, Mr. Stringer added
the title of president on Friday. And
in a generational shift, he wrested
control of Sony’s flagship electron-
ics operations from his two highest-
ranking subordinates and gave the
duties to younger executives.

The 67-year-old Mr. Stringer
said some senior executives at Sony
were too focused on the Japanese
market, where consumers are more
willing to pay high prices for the lat-
est technology.

“I am more aware of how far we
are behind than maybe Japanese ex-
ecutives,” Mr. Stringer said. The
Welsh-born executive added he will
increase the time he spends at So-
ny’s Tokyo headquarters to three
weeks a month from two, with the
rest of his time spent in Britain.

The executive shuffle is the most
aggressive move yet by Mr. Stringer,
who has proceeded cautiously since
he took the top job in June 2005 de-
spite Sony’s series of troubles. Sony
reiterated it likely will report its
first net loss in 14 years for its fiscal
year ending March 31.

Widely credited with creating
the portable music-player market

with the Walkman, Sony has yet to
field a strong challenger to Apple
Inc.’s smash-hit iPod. Sony’s PlaySta-
tion videogame console has been los-
ing out to models from Nintendo Co.
and Microsoft Corp., and it faces
stiff competition in the television
and personal-computer markets.

Sony still makes many of its prod-
ucts in Japan, putting it at a disad-
vantage on production costs, espe-
cially when the yen strengthens
against other currencies.

Some analysts questioned
whether expanding Mr. Stringer’s re-
sponsibilities would help turn
around the company. “It’s uncertain
if Stringer can now do what he
hasn’t been able to do as a CEO,”
said Nobuo Kurahashi, an analyst
with Mizuho Investors Securities.

Under the reorganization, Sony
President Ryoji Chubachi, 61 years
old, who also heads the company’s
electronics business, will step down
in April and become a vice chair-
man. Katsumi Ihara, 58, will be re-
moved as head of Sony’s consumer-
products group, home to its TV, digi-
tal-camera and other businesses. He
will become an executive director at
Sony Financial Holdings.

Mr. Stringer is dividing the video-
game and electronics businesses
into two divisions: the networked-
products and -services group, which
will house Sony’s PlayStation offer-
ings, PCs, mobile products and soft-
ware; and a new consumer-products
group, which will include TV sets
and digital cameras.

Kazuo Hirai, 48, who runs Sony’s
videogame division, will head the
networked-products and -services
group. Kunimasa Suzuki, 48, who
works at Sony’s U.S. electronics
arm, will oversee the VAIO com-

puter team and be in charge of devel-
oping home and mobile products.

Hiroshi Yoshioka, 56, will move
from overseeing the TV business to
running the consumer-products
group. Yoshihisa Ishida, 49, who
works on the VAIO team, will head
the TV business.

“We are all like-minded about
how to attack the problem,” said Mr.
Stringer in an interview after a news
conference announcing the person-
nel changes.

While Mr. Stringer has managed
to improve Sony’s profit, he met re-
sistance from some Japanese execu-
tives accustomed to doing things
the traditional way, said a person fa-
miliar with the situation.

The personnel change hoists the
responsibility for Sony’s earnings
turnaround squarely on the shoul-
ders of Mr. Stringer, a former jour-
nalist. Like the rest of Japan’s con-
sumer-electronics industry, Sony is
grappling with a severe downturn in
demand in all of its key markets and

a stronger yen that has inflated its
production costs at home while eat-
ing into its sales abroad.

Sony said its restructuring plan
is proceeding and the company now
expects it will be able to take out $3
billion in annual fixed costs, com-
pared with an earlier estimate of
$2.5 billion.

Mr. Stringer said the company
will examine unprofitable businesses
and determine if it should be focusing
its energy and resources elsewhere.

He said he discussed reorganiz-
ing the electronics division last year
with Mr. Ihara, but the issue “went
away.” When Sony’s electronics
sales began slowing drastically last
September, Mr. Stringer decided it
was time to revisit the idea.

On the weekend of Feb. 21-22, Mr.
Stringer huddled in his New York
apartmentwiththreeofthefour “mus-
keteers” to discuss how the group
would work together. He also plans to
bring the young turks to conferences
inSiliconValley and theannual gather-
ing of media executives in Sun Valley,
Idaho. “This is about as excited as I
have been in some months,” he said.

Mr. Stringer said Sony needs to
realize that innovative products
must also be affordable.

For example, in late 2007, Sony in-
troduced the industry’s first ultra-
thin organic light emitting diode, or
OLED, television, which creates
crisper pictures on thinner screens
that use less energy. Mr. Chubachi,
Sony’s president, hailed the product
as the “symbol of Sony’s comeback.”
But the TV cost 200,000 yen, or
about $2,000, for an 11-inch model
and failed to win over consumers.
 —Kazuhiro Shimamura

and Kenneth McCallum
contributed to this article.

By Bernd Radowitz

MADRID—Acciona SA’s net profit
dropped 51% last year, reflecting in-
creased debt-servicing costs related
to its acquisition of a stake in Spanish
utility Endesa SA.

Net profit for the Spanish en-
ergy and infrastructure company
fell to Œ464.5 million ($588.8 mil-
lion) from Œ950.4 million the previ-
ous year. Revenue surged 59% to
Œ12.67 billion from Œ7.95 billion.
The company didn’t break out
fourth-quarter results.

Net financial expenses of Œ896
million—mostly tied to Acciona’s
25% stake in Endesa—dragged down
earnings. But the consolidation of
the Endesa stake boosted earnings
before interest, taxes, depreciation
and amortization to Œ2.83 billion
from Œ1.41 billion. Acciona agreed
Feb. 21 to sell its stake in Endesa to It-
aly’s Enel SpA for Œ11.11 billion in
cash and energy assets.

Enel and Acciona teamed up in
2007 to take over Endesa in a deal
that valued the utility at about Œ44
billion, but later struggled to jointly
operate the company.

Acciona’s results were weaker
than expected because of provisions
for real-estate asset impairments
and weaker transport and logistics re-
sults, Fernando Garciá, an analyst at
Espírito Santo Research, said Friday.

The important infrastructure unit
also performed badly. Ebitda from Ac-
ciona’s infrastructure unit fell 12% to
Œ243 million last year, while Ebitda
from the real-estate unit plunged
32%. Ebitda from the energy unit

surged 50% last year to Œ589 million.
Acciona this year expects invest-

ments excluding Endesa of about
Œ2.2 billion, Juan Muro-Lara, manag-
ing director for corporate develop-
ment, said in a conference call. The
forecast is in line with last year’s

Œ2.18 billion in spending.
Acciona expects to spend Œ1.5 bil-

lion to expand its renewable energy
business. The company this year
plans to add between 600 mega-
watts and 650 megawatts of electric-
ity-generating capacity, Mr. Muro-

Lara said. At the end of last year, Ac-
ciona’s power-generating capacity
without Endesa reached 4,871 mega-
watts. As part of the deal with Enel,
the company will receive 2,105 mega-
watts in electricity-generating capac-
ity from Endesa.

CORPORATE NEWS

GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Sources: Thomson Reuters Datastream

New beginning?
CEO Howard Stringer will take 
direct control of Sony in a bid to 
rebuild the company’s reputation
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By Stacy Meichtry

ROME—Italian utility Enel SpA is
considering a capital increase as an
option to reduce debt, after its take-
over of Spanish utility Endesa SA.

The company didn’t disclose how
much Enel could try to raise in a po-
tential capital increase.

As the financial crisis deepens,
Enel’s debt load has come under
scrutiny from investors who worry
that the utility has no clear plan for
reducing its net debt, which stood
at Œ50 billion ($63 billion) at the
end of 2008.

Enel racked up a large chunk of
that debt during its drawn-out take-
over of Endesa. In 2007, Enel and
Spanish construction conglomerate
Acciona SA jointly took over Endesa
in a deal that valued the Spanish util-
ity at Œ44 billion. Under the terms of
the takeover, Enel agreed to grant Ac-
ciona a put option that could have
forced Enel to buy Acciona’s 25%
stake in Endesa for about Œ11 billion
as early as March 2010.

Last week, Enel agreed to buy Ac-
ciona’s 25% stake in Endesa for Œ11.1
billion after the Spanish construc-
tion conglomerate came under pres-
sure from banks to pay down its own
debt load.

Although the acquisition allowed
Enel to assume full control over
Endesa, the Italian company had to
line up an additional Œ8 billion in fi-
nancing from Italian and Spanish
banks. The loan, combined with
Enel’s consolidation of Endesa debt,
will add Œ11.7 billion to Enel’s debt
load, according to a company spokes-
man. Enel faces Œ13.4 billion in ma-
turing debt in 2010, including a Œ2.2
billion revolving credit facility that
can be extended to 2012.

Over the past year, Enel has put
noncore assets up for sale. In De-
cember it agreed to sell its high-
voltage power lines to Italian
power company Terna SpA for
about Œ1.15 billion. However, Enel’s
efforts to sell or spin off other as-
sets, such as its renewable-power
operations, have been slowed by
swings in the price of oil and disar-
ray in the financial markets.

Enel considers
capital increase
to shrink its debt
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 02/25 GBP 6.06 –9.0 –30.7 –18.7
Andfs. Borsa Global GL EQ AND 02/25 EUR 5.12 –11.7 –40.8 –26.9
Andfs. Emergents GL EQ AND 02/25 USD 9.05 –9.5 –54.5 –26.2
Andfs. Espanya EU EQ AND 02/25 EUR 9.06 –16.3 –40.5 –27.4
Andfs. Estats Units US EQ AND 02/25 USD 10.86 –10.9 –41.5 –24.6
Andfs. Europa EU EQ AND 02/25 EUR 5.50 –15.2 –42.9 –29.1
Andfs. Franca EU EQ AND 02/25 EUR 7.05 –14.9 –42.3 –30.0
Andfs. Japo JP EQ AND 02/25 JPY 381.56 –13.0 –44.6 –35.4
Andfs. Plus Dollars US BA AND 02/25 USD 7.87 –6.7 –24.6 –14.0
Andfs. RF Dolars US BD AND 02/25 USD 9.74 –4.6 –14.5 –6.8
Andfs. RF Euros EU BD AND 02/25 EUR 8.72 –2.7 –20.0 –12.3
Andorfons EU BD AND 02/25 EUR 11.27 –5.5 –24.3 –15.9
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 02/25 EUR 7.45 –8.0 –32.6 –20.6
Andorfons Mix 60 EU BA AND 02/25 EUR 7.17 –11.8 –40.6 –26.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 02/20 USD 125397.11 –7.0 –46.2 –24.8

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 02/26 EUR 10.04 –0.3 –1.4 –0.7
DJE-Absolut P GL EQ LUX 02/26 EUR 166.81 –4.8 –29.3 –16.4
DJE-Alpha Glbl P EU BA LUX 02/26 EUR 145.37 –5.5 –25.4 –13.2
DJE-Div& Substanz P GL EQ LUX 02/26 EUR 164.95 –5.7 –27.3 –15.8
DJE-Gold&Resourc P OT EQ LUX 02/26 EUR 130.26 –0.4 –35.5 –13.0
DJE-Renten Glbl P EU BD LUX 02/26 EUR 121.67 1.7 –0.2 0.6
LuxPro-Dragon I AS EQ LUX 02/26 EUR 95.77 3.1 –38.2 –14.2
LuxPro-Dragon P AS EQ LUX 02/26 EUR 93.52 3.1 –38.6 –15.1
LuxTopic-Aktien Europa EU EQ LUX 02/26 EUR 11.79 –17.7 –31.9 –16.9
LuxTopic-Pacific AS EQ LUX 02/26 EUR 9.11 0.7 –49.7 –29.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 01/30 USD 31.50 –8.9 –49.5 –8.9
EFG-Hermes MEDA* GL EQ BMU 01/30 USD 18.90 –9.8 –46.9 –10.8
EFG-Hermes Saudi Arabia Equity EA EQ SAU 02/24 SAR 4.49 –5.4 NS NS
EFG-Hermes Telecom OT EQ BMU 01/30 USD 25.02 –2.4 –33.8 –8.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 02/25 USD 246.02 0.2 –20.7 –9.4
Sel Emerg Mkt Equity GL EQ GGY 02/25 USD 116.94 –10.7 –54.4 –26.0
Sel Euro Equity EUR US EQ GGY 02/25 EUR 65.86 –11.6 –49.7 –34.5
Sel European Equity EU EQ GGY 02/25 USD 110.93 –19.3 –57.0 –35.8
Sel Glob Equity GL EQ GGY 02/25 USD 118.54 –17.5 –52.9 –34.0
Sel Glob Fxd Inc GL BD GGY 02/25 USD 120.60 –6.5 –18.0 –7.2
Sel Pacific Equity AS EQ GGY 02/25 USD 79.03 –12.6 –50.7 –26.6
Sel US Equity US EQ GGY 02/25 USD 86.26 –14.4 –45.6 –28.6
Sel US Sm Cap Eq US EQ GGY 02/25 USD 109.90 –16.0 –48.6 –34.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 02/25 EUR 285.42 –2.2 –18.3 –10.7
DSF 50/50 EU BA LUX 02/25 EUR 207.20 –4.1 –26.4 –16.5
DSF 75/25 EU BA LUX 02/25 EUR 152.83 –5.9 –34.3 –22.6
KBC Eq (L) Europe EU EQ LUX 02/25 EUR 344.60 –11.3 –48.9 –34.4
KBC Eq (L) Japan JP EQ LUX 02/25 JPY 14338.00 –14.3 –45.7 –37.4
KBC Eq (L) NthAmer EUR US EQ LUX 02/25 EUR 392.25 –14.1 –44.8 –27.6
KBC Eq (L) NthAmer USD US EQ LUX 02/25 USD 571.05 –13.9 –43.4 –25.8
KBL Key America EUR US EQ LUX 02/24 EUR 280.07 –12.2 –46.8 –29.1
KBL Key America USD US EQ LUX 02/24 USD 293.15 –11.9 –46.2 –27.8
KBL Key East Europe EU EQ LUX 02/24 EUR 928.82 –12.2 –69.6 –44.7
KBL Key Eur Sm Cie EU EQ LUX 02/24 EUR 589.36 –6.3 –51.0 –37.6

KBL Key Europe EU EQ LUX 02/24 EUR 472.11 –9.0 –39.0 –28.8
KBL Key Far East AS EQ LUX 02/24 USD 814.26 –9.7 –51.4 –27.6
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By Sarah N. Lynch

The U.S. Securities and Ex-
change Commission filed an
amended civil complaint late Fri-
day alleging that Texas financier R.
Allen Stanford and his company’s
chief financial officer, James M.

Davis, operated a
massive Ponzi
scheme.

In carrying out
the scheme, the
S E C c l a i m s ,
Messrs. Stanford

and Davis misappropriated billions
of dollars of investors’ money and
falsified Stanford International
Bank’s records to hide their fraud.

“Stanford International Bank’s
financial statements, including its
investment income, are fictional,”
the SEC said.

The SEC’s amended complaint
came one day after the Department
of Justice arrested Laura Penderg-
est-Holt, the chief investment of-
ficer for Houston-based Stanford Fi-
nancial Group, on charges of ob-
structing the SEC’s investigation.

Ms. Pendergest-Holt is also a de-
fendant in the SEC’s civil complaint
along with several of the companies
Mr. Stanford controls.

On Friday, a U.S. District Court
judge agreed to release Ms. Penderg-
est-Holt on $300,000 bond and or-
dered her to be placed under elec-
tronic surveillance until her next
court appearance.

An attorney for Ms. Pendergest-
Holt didn’t have an immediate com-
ment Sunday. On Thursday, a law-
yer for Ms. Pendergest-Holt said
she committed no crime.

No criminal charges have been
brought against Mr. Stanford or Mr.
Davis. Neither Mr. Stanford nor Mr.
Davis has responded to the civil
charges.

The SEC’s original complaint
against Mr. Stanford, filed earlier in
February, alleged he operated an $8
billion fraud surrounding the certifi-
cates of deposit his Antigua-based
Stanford International Bank sold to
investors and marketed through
several of his U.S. companies.

To lure investors, the bank prom-
ised overly high rates of return, and
told people it was able to achieve
those rates by investing in safe, liq-
uid financial instruments, the SEC
alleged.

In fact, the SEC claimed, Mr.
Stanford and his company were ac-

tually investing them in real estate
and private equity. A judge froze
Mr. Stanford’s assets and the SEC
sought assistance from the Justice
Department in tracking down Mr.
Stanford so the agency could serve
him with its complaint.

Late Friday, the SEC filed an
amended complaint in a Dallas U.S.
District Court saying it now also
has evidence that Messrs. Stanford
and Davis misappropriated at least
$1.6 billion of investor money
through bogus personal loans to
Stanford.

An undetermined amount of in-
vestors’ money was also put into
speculative and unprofitable pri-
vate businesses, the SEC alleged.

By the end of 2008, overvalued
real estate, undocumented loans
and private equity made up the bulk
of the bank’s portfolio even though

the company marketed it as a “well-
diversified portfolio of highly mar-
ketable securities,” the SEC al-
leged.

To hide the fraud, the SEC
claimed, Messrs. Stanford and
Davis fabricated the performance
of the bank’s investment portfolio.

Each month, the men decided on
a predetermined investment return
for Stanford International Bank’s
portfolio and had the bank’s inter-
nal accountants reverse-engineer
its financial statements to report in-
vestment income the bank never
earned, according to the SEC.

Ms. Pendergest-Holt, mean-
while, “facilitated the fraud scheme
by misrepresenting to investors
that she managed Stanford Interna-
tional Bank’s multibillion invest-
ment portfolio of assets and em-
ployed a sizable team of analysts to
monitor the portfolio,” the SEC
said.

The complaint claims that, in a
meeting with senior employees,
Messrs. Stanford and Davis admit-
ted sometime in early February that
they had misappropriated funds
and falsified financial documents.

—Susan Daker contributed
to this article.

SEC alleges Stanford
operated Ponzi scheme

Town grapples with fraud case
In North Salem, N.Y.,
investment manager
seen as ‘an angel’
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The SEC claimed
the performance of
the bank’s portfolio
was fabricated.

Paul Greenwood, a town supervisor in North Salem, N.Y., as he left a federal
courthouse on Wednesday. The building at left houses North Salem’s town hall.
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By Ianthe Jeanne Dugan

NORTH SALEM, N.Y.—Here in
this tiny town of horse farms and
rambling historic houses, town su-
pervisor Paul Greenwood shared
his wealth and was turning
around the town, by some ac-
counts.

But on Wednesday, the 61-year-
old horse aficionado was arrested
for an alleged investment scam,
giving this small, elite town north
of New York City a first-hand
taste of the financial scandals
rocking the country.

Mr. Greenwood and a partner
at Westridge Capital Manage-
ment, Stephen Walsh, were
charged with conspiracy and wire
fraud for an alleged scheme that
may have cost investors at least
$553 million. They are free on
$7 million bond.

They also were sued by the
U.S. Securities and Exchange Com-
mission and the Commodity Fu-
tures Trading Commission. Prose-
cutors allege that client money
was used for horses, homes, col-
lectible teddy bears and other lux-
uries.

Mr. Greenwood didn’t return
calls and emails for comment, nor
did his attorney. An attorney for
Mr. Walsh didn’t return a call for
comment.

On Thursday night, patrons
buzzed about the news at the 121
Restaurant and Bar in a converted
farmhouse. Many whispered that
the restaurant’s chef, Franco Flo-
renzino, owed his life to Mr.
Greenwood.

Three years ago, Mr. Floren-
zino was ill with non-Hodgkins
lymphoma. Mr. Greenwood and
his wife hosted a fund-raiser and
raised about $30,000 to help pay
medical costs, he says.

Mr. Florenzino, who is now in
remission, says he “does not be-
lieve” the news.

“He’s an amazing guy—an an-
gel,” Mr. Florenzino says. “He is
one of the most honest people I
have ever met. People in this
town who knew him will stand by
him.”

At the M&T Bank in a shopping
center, a worker made a zipping
motion across her lips when
asked about Mr. Greenwood.

At the Ruth Keeler Memorial Li-

brary, where Mr. Greenwood was
treasurer, director Carolyn
Reznick declined to discuss the
matter.

A patron, Richard Koser, said:
“The town is shocked. You don’t
know who to trust.”

Outside the historic white
building that houses town hall, an
unmarked black news van with a
satellite dish idled—a rare sight
in this town where one of the big-
gest news stories in recent years
was the drunken-driving arrest of
actor Rip Torn.

Sprawled over about 60 square
kilometers, North Salem has a
population of about 5,100, which
has included talk-show host David
Letterman and the actress Vivian
Vance. Another claim to fame:
North Salem is the fictional home
of the “X-Mansion” in the Marvel
Comic universe, where X-Men are
based and train mutant teenag-
ers.

Economically, the town has
been strong. The median income
is $100,000. A quarter of the resi-
dents have graduate degrees, and
its high school is ranked one of
the best in the country. Mr. Green-
wood was elected town supervi-
sor in 2007.

“He tapped into a lot of tal-
ented people, set into motion a
10-year plan,” says Steve Mulli-
gan, who runs a horse-riding club
in the town. Part of the plan aims
to keep residents after their chil-
dren graduate and increase the
tax base while keeping the town
rural.

Mr. Greenwood captured atten-
tion in 1984 when he bought a
26-hectare riding school and
horse farm from Paul Newman
and Joanne Woodward for a re-
ported $2.1 million. He had al-
ready made news in equestrian

circles by paying $1 million for a
show jumper.

In 2001, he sold his interest in
the farm and bought about 120
hectares of overgrown cattle pas-
tures, woodlands and wetlands,
according to a profile on the Web
site of North Salem Bridle Trails
Association, which maintains
riding trails. The property, with a
2,000-square-meter barn, was re-
named Grand Central Farm for a
horse his wife, Robin, used to
own, the article said. They have
two children.

At the town’s St. James Episco-
pal Church, he served as treasurer
and his wife was a Sunday school
teacher. She also was president of
the board of the North Salem Nurs-
ery School and served on the board
of Friends of Karen, a charity that
helps children with life-threaten-
ing illnesses. Mr. Greenwood was
on the board of the North Salem
Open Land Foundation.

An accountant in the town,
Michael Kates, said he handles
taxes for some nonprofit organiza-
tions so was particularly upset to
hear that clients of Mr. Green-
wood’s firm included institutions
such as public pensions and uni-
versity endowments. Says Mr.
Kates, “These institutions are hav-
ing enough trouble trying to run
their operations in this economy
without something like this.”

Town councilman Christopher
Brockmeyer said the town was
“deeply saddened” to be the loca-
tion of the latest in a parade of re-
cent alleged frauds.

Resident Peter Kamenstein,
chairman of North Salem’s zoning
board of appeals, says “North Sa-
lem is a great town. Paul Green-
wood has done a great job as a su-
pervisor. Nobody is guilty until
proven guilty.”
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By Joel Sherwood

Iceland’s new prime minister, Jo-
hanna Sigurdardottir, named a care-
taker central-bank governor Friday,
marking a victory in her battle
against former bank chief David Odds-
son as she works to rebuild the strife-
ridden island’s financial credibility.

Svein Harald Oygard, a Norwe-
gian national, was appointed in-
terim governor of the Cen-
tral Bank of Iceland, as a
law restructuring the bank
came into effect Friday.

The law—Ms. Sigurdar-
dottir’s major initiative
since coming to power a
month ago after the previ-
ous government collapsed—
reorganizes management
at the central bank. It also
requires the bank chief to
hold a master’s degree in
economics—a credential
that Mr. Oddsson, a lawyer,
doesn’t hold.

While the measures, which in-
clude cutting the number of gover-
nors to one from three and creating a
committee to determine monetary
policy, are noteworthy, their immedi-
ate impact was to force out Mr. Odds-
son, governor since 2005. Mr. Odds-
son, a long-serving prime minister be-
fore taking over at the central bank, is
regarded by many as the Icelander
most responsible for the economic tu-
mult that erupted in October from
the country’s banking-sector failure.

Ms. Sigurdardottir asked him to
step down in her first full day in of-
fice, Feb. 2, but he refused, despite

flaring public ire over his leader-
ship. Since by law Mr. Oddsson
couldn’t be removed during his
seven-year term, the prime minis-
ter, serving on an interim basis until
elections at the end of April,
changed the laws.

Mr. Oygard has previously
worked at Norway’s central bank and
finance ministry, where he helped the
country deal with its financial crisis.

The prime minister also
tapped Arnor Sighvatsson,
chief economist at the cen-
tral bank, as provisional dep-
uty governor.

“We view these appoint-
ments as a strongly posi-
tive sign that the new gov-
ernment is moving forward
with the commitment to
strengthen the credibility
of the central bank and
tackle various structural
shortcomings in the finan-
cial sector,” said Raffaella

Tenconi, chief economist at Iceland-
based investment bank Straumur.

The appointments are only tem-
porary and were made the same day
a mission from the International
Monetary Fund was in Reykjavik to
review its rescue program for the
country. Iceland accepted $2.1 bil-
lion in emergency aid last year to
stave off bankruptcy.

Separately, Switzerland’s cen-
tral bank Friday said its president
Jean-Pierre Roth will retire at the
end of December 2009 at his own re-
quest after nine years in office and a
30-year career at the central bank.

A central-bank spokesman said

it was common practice for central-
bank governors to step down before
the usual retirement age of 65. Mr.
Roth turns 63 in April. Economists
said his departure shouldn’t affect
operations at the central bank and
its ability to guide the country’s
economy through the current crisis.

“One might argue it’s not exactly
the best time to step down,” said Jan-
Egbert Sturm, the head of think tank
KOF, referring to the loss of the exec-
utive’s expertise. “This is a time of
crisis management anyway and it
will continue with or without Mr.
Roth,” he added.

The Swiss National Bank hasn’t
named a successor yet but will likely
do so by the end of the year, the cen-
tral-bank spokesman said. The
Swiss government will have the fi-
nal say on who will become the next
governor, the spokesman added.
Vice President Philipp Hildebrand is
widely expected to be one of the can-
didates for the post.

Mr. Roth also chairs the board of
directors of the Bank for Interna-
tional Settlements in Basel. He re-
tires from that position this month.
 —Martin Gelnar

contributed to this article.

Iceland names central-bank chief

By Charles Levinson

JERUSALEM—U.S. Secretary of
State Hillary Clinton arrives in Is-
rael Tuesday, vowing to pursue a
“new path” in the region and lead-
ing a team of Mideast peacemakers
with a rare depth of first-hand expe-
rience in the area.

But she lands at a time when the
region’s enduring conflict, between
Israel and the Palestinians, seems
as intractable and complex as at any
point in its century-long history.
Complicating the effort, conserva-
tive parties opposed to Palestinian
statehood dominated parliamen-
tary elections here last month.

Israel’s likely next prime minis-
ter, Benjamin Netanyahu, hasn’t
made progress luring centrist and
dovish politicians into a new gov-
ernment. That makes it more likely
he will have to fill out his coalition
by relying on parties traditionally
opposed to compromise with the
Palestinians over peace.

The Palestinian leadership,
meanwhile, is split between the
moderate, but unpopular, Fatah
Party of President Mahmoud Abbas
in the West Bank and the militant Is-
lamist Hamas movement that rules
in Gaza. Hamas appears to have
emerged from Israel’s month-long
assault on Gaza more popular at
home and across the Arab world.

Late last week in Cairo, Hamas
and Fatah conducted their first seri-
ous reconciliation talks since Hamas
overran Gaza in 2007. Any agree-
ment still appears to be a ways off,

but both sides pledged to release po-
litical prisoners and said they are
convinced of the need to reunite.

Mrs. Clinton arrived Sunday
night in the Egyptian resort city of
Sharm El-Sheikh, where she will par-
ticipate in a one-day international
conference aimed at raising recon-
struction money for Gaza. U.S. offi-
cials have said the U.S. will pledge as

much as $900 million. But Washing-
ton’s refusal to engage directly with
Hamas is seen as limiting the Obama
administration’s ability to distrib-
ute funds into the territory.

“I think everyone recognizes
why, in theory, having a unified au-
thority for the Palestin-
ians … would be a positive step to-
ward statehood with certain condi-

tions,” said a senior U.S. official
traveling with Mrs. Clinton.

Despite the pessimism, Western
diplomats and peace advocates in Is-
rael are pinning their hopes on Mrs.
Clinton and what one Western offi-
cial in Jerusalem called Mr. Obama’s
“Mideast peace dream team.”

The U.S.’s Mideast peace envoy,
George Mitchell, who wrapped up

his second trip to the region last
week, led a fact-finding committee
on the peace process here after vio-
lence erupted in 2001. His report
was widely praised for its even-
handedness but also sparked con-
troversy among some Israelis and
Israel supporters because it
blamed both parties equally for the
violence. A former senator who
helped mediate an end to the con-
flict in Northern Ireland, Mr. Mitch-
ell has said he will take the unprece-
dented step of setting up his own of-
fice in Jerusalem.

Mr. Obama’s national security
adviser, James Jones, also brings re-
gional experience and a reputation
for evenhandedness. A retired Ma-
rine general, he led the U.S. Euro-
pean Command, whose area in-
cludes Israel. He worked with Is-
raeli and Palestinian security estab-
lishments as the point man for
U.S.-backed efforts to improve secu-
rity in the West Bank.

On the home front, Mr. Obama’s
chief of staff, Rahm Emanuel, also
has ties to the region. He is the son
of a former fighter in Israel’s pr-
estatehood underground militia.
That background may reassure
American Jews, whose support
Mr. Obama will need if he decides
to press Israel to make painful con-
cessions for peace, according to
Morton Klein, president of the Zi-
onist Organization of America, a
pro-Israel lobbying group based in
New York.
 —Jay Solomon

contributed to this article.

Clinton off to Israel promising new path
Obama’s envoy leads team with rare depth of regional experience, but conflicts seem to be as unrelenting as ever

Swiss central-bank
President
Jean-Pierre Roth
retires in December.Johanna

Sigurdardottir

U.S. Secretary of State Hillary Clinton on Wednesday in Washington, has pledged to take a new approach in the Middle East.
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Iceland’s government is trying to
sell ambassadorial residences in
Washington, New York, London and
Oslo for a total of more than $25 mil-
lion in order to raise money.

In Washington, Iceland is asking
$5.65 million for a 1928 mansion, the
home of its ambassador, which it has
held for nearly half a century. The
10,000-square-foot mansion has 10
bedrooms, five bathrooms and a pool.

Iceland is planning modest re-
placements. “We are looking at
nice, smaller residences,” says Ice-
land’s ambassador to the U.S., Hjál-
mar Hannesson.

In London, a Georgian-style 1921
town house on Mayfair’s Park Street,
is priced at £10 million (about $14.3
million). The 6,900-square-foot
house has an elevator and access to
an enclosed communal garden, ac-
cording to listing agents Amanda
Craig and James Wardle, of Hamp-
tons International.

In New York, Reykjavik is asking
$5.6 million for the home of its
United Nations ambassador. The
four-bedroom apartment comes
with separate staff or guest quar-
ters on the penthouse level. The
Oslo residence hasn’t yet been ap-
praised for sale.

Since its listing a month ago, both
countries and individuals have ex-
pressed interest in the D.C. manse,
says Coldwell Banker Previews’ Chris
Wisner, who shares the listing with
his partner Cindi Williams.

Iceland lists
homes in U.S.,
London and Oslo

By Louise Radnofsky

Hillary Clinton, making her first
trip to Europe as U.S. secretary of
state, is set to meet Russia’s top dip-
lomat after a flurry of commentary
on the Obama administration’s plan
to “reset” ties with Moscow.

Mrs. Clinton will visit Brussels
and Geneva after a stop in Israel,
where she’ll encounter a hawkish
prime minister-designate, Ben-
jamin Netanyahu, and an Israel-Pal-
estinian conflict that seems as in-
tractable as ever.

In Brussels, the North Atlantic
Treaty Organization is holding a
meeting of its members’ foreign min-
isters, who will also be attending a
dinner with foreign ministers from
other European Union states and
Switzerland. Mrs. Clinton is also
meeting European Union leaders
while she is there.

Russia is likely to feature promi-
nently in discussions in Brussels,
where the gathered officials share
tense relations with Moscow. Fri-
day, Mrs. Clinton will travel to
Geneva to meet Russian Foreign
Minister Sergei Lavrov.

U.S. Vice President Joe Biden
talked of pressing the reset button
with Moscow at a speech in Ger-
many in early February. The U.S. has
suggested it hopes to get more Rus-
sian cooperation in the war in Af-
ghanistan and make progress on nu-
clear-arms control.

Clinton to meet
Russian diplomat
in Europe trip
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Gl High Yield I US BD LUX 02/25 USD 2.94 0.0 –29.6 –15.6

Gl Value A GL EQ LUX 02/25 USD 6.78 –20.1 –58.1 –38.6
Gl Value B GL EQ LUX 02/25 USD 6.28 –20.3 –58.6 –39.2
Gl Value I GL EQ LUX 02/25 USD 7.17 –20.0 –57.8 –38.1
India Growth A EA EQ LUX 02/20 USD 54.40 –5.8 –55.4 –19.3
India Growth B EA EQ LUX 02/20 USD 46.90 –6.0 –55.8 –20.1
India Growth I EA EQ LUX 02/20 USD 56.16 –5.8 –55.2 –19.1
Int'l Health Care A OT EQ LUX 02/25 USD 111.37 –5.2 –29.0 –16.5
Int'l Health Care B OT EQ LUX 02/25 USD 94.74 –5.3 –29.7 –17.3
Int'l Health Care I OT EQ LUX 02/25 USD 120.86 –5.0 –28.5 –15.8
Int'l Technology A OT EQ LUX 02/25 USD 66.35 –9.3 –44.5 –26.4
Int'l Technology B OT EQ LUX 02/25 USD 57.98 –9.4 –45.1 –27.1
Int'l Technology I OT EQ LUX 02/25 USD 73.89 –9.2 –44.1 –25.8
Japan Blend A JP EQ LUX 02/25 JPY 4526.00 –15.7 –51.2 –38.4
Japan Blend I JP EQ LUX 02/10 JPY 4783.00 –12.7 –45.2 –35.3
Japan Growth A JP EQ LUX 02/25 JPY 4741.00 –14.8 –47.9 –37.1
Japan Growth I JP EQ LUX 02/25 JPY 4845.00 –14.7 –47.5 –36.6
Japan Strat Value A JP EQ LUX 02/25 JPY 4309.00 –16.4 –54.4 –39.8
Japan Strat Value I JP EQ LUX 02/25 JPY 4394.00 –16.3 –54.0 –39.3
Real Estate Sec. A OT EQ LUX 02/25 USD 7.97 –25.3 –57.6 –43.9
Real Estate Sec. B OT EQ LUX 02/25 USD 7.35 –25.4 –58.0 –44.4
Real Estate Sec. I OT EQ LUX 02/25 USD 8.51 –25.2 –57.2 –43.4
Short Mat Dollar A US BD LUX 02/25 USD 6.63 –1.5 –19.3 –11.6
Short Mat Dollar A2 US BD LUX 02/25 USD 8.65 –1.3 –19.4 –11.7
Short Mat Dollar B US BD LUX 02/25 USD 6.63 –1.6 –19.7 –12.0
Short Mat Dollar B2 US BD LUX 02/25 USD 8.64 –1.4 –19.8 –12.1
Short Mat Dollar I US BD LUX 02/25 USD 6.63 –1.5 –18.8 –11.1
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Japan’s nonlife insurers gain
on hopes of government aid

Sector Equity Energy
Funds that invest primarily in the equities of companies that produce or refine oil and gas, oil-
field services and equipment companies, and pipeline operators. Ranked on % total return
(dividends reinvested) in U.S. dollars for one year ending February 27, 2009

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

4 PEC Global LB(Swiss) CHFiSwitzrlnd –13.35 –33.99–13.65 3.97
Equity Inc Investment AG

NS VINCOX Water LLB Fund Services EURiLiechtnstn –9.60 –38.62 NS NS
& Energy Europe I Acc AG

3 StreetTR State Street EURiFrance –9.64 –39.31–16.72 3.07
MSCI Europe Energy ETF A/I Global Advisors France

5 Orion Sicav George V Asset EURiLuxembrg –11.09 –39.67–12.49 NS
Energie Acc Management

2 Sectorissime Sinopia Société de EURiFrance –9.90 –40.83–18.75 1.02
Energie Acc Gestion

5 Ibercaja Ibercaja Gestión EURiSpain –10.23 –41.10–16.04 6.02
Petroquímico FI Acc

4 KBC Eq Fd KBC Asset EURiBelgium –9.95 –41.46–14.86 4.79
Oil Acc Management (BE)

NS iShares DJ Barclays Global EURiGermany –9.47 –42.18 NS NS
STOXX 600 Ol&Gas Swap(DE) Acc Investors (DE) AG

NS db db x-trackers Team EURiLuxembrg NS –42.23 NS NS
x-trackers DJ STOXX 600 Oil & Gas

3 Mediolanum Mediolanum EURiIreland –8.95 –42.59–15.97 4.82
Ch Energy Eq Fd L Acc International Funds Limited

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

Chinalco affirms its offer for Rio
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By Shai Oster

BEIJING—The new president of
Aluminum Corp. of China pledged
Friday to continue pursuing a
$19.5 billion bid for part of miner Rio
Tinto PLC, despite opposition from
some shareholders, who fear the pur-
chase will dilute their stakes, and
concerns that Australia’s govern-
ment could block the deal.

“I believe Rio’s management has
the capability and enough reasons
to explain this to shareholders,”
said Xiong Weiping during his first
news conference since taking the
post 10 days earlier.

Mr. Xiong was scheduled to fly
Saturday to Australia, where he
faces a battle to persuade sharehold-
ers and regulators to back the deal.

“The Australian government will
also review the deal under the rele-
vant laws,” he said. “We haven’t re-
ceived any requests to renegotiate
any details.”

If approved, the deal would give
Chinalco, as the company is known,
minority stakes in a range of global
mining assets and convertible
bonds that could ultimately give it
an 18% stake in the Anglo-Australian
miner. Chinalco submitted the deal

proposal to Australia’s Foreign In-
vestment Review Board after it an-
nounced the deal details on Feb. 19,
Mr. Xiong said.

The deal will need ap-
proval by the Australian
Competition and Consumer
Commission and the For-
eign Investment Review
Board.

Mr. Xiong’s predecessor
has been promoted to a posi-
tion in the State Council,
the equivalent of China’s
cabinet, where he will coor-
dinate industrial policy.
That appointment has
fanned fears by some share-
holders and members of Australia’s
government that Chinalco could put
aside commercial interests in favor
of Beijing’s desire to lock up cheap
supplies of natural resources such
as steel and copper.

But Mr. Xiong insisted that Rio
would continue acting indepen-
dently. “Chinalco is only a share-
holder in Rio. We will leave Rio’s
management team to run the busi-
ness,” he said.

China has struck a number of
deals in recent weeks to lock in natu-
ral resources, including oil and iron,

taking advantage of depressed com-
modities prices to secure long-term
supplies.

Australia, where Chinese compa-
nies have already invested
in developing that coun-
try’s rich mines, has been
an especially attractive tar-
get. In the past month,
China Minmetals Nonfer-
rous Metals Co. has made a
takeover bid of $2.6 billion
Australian dollars (US
$1.66 billion) for debt-
laden OZ Minerals Ltd.

Mr. Xiong declined to de-
tail how Chinalco will fund
its deal but said the state-

owned company will reach financ-
ing agreements with a group of do-
mestic lenders by March 30.

Earlier, Australian Treasurer
Wayne Swan said that the govern-
ment will examine the deal particu-
larly closely and the decision on
whether to approve the transaction
is a “tough” one.

Mr. Xiong said Chinalco has been
hit by the global collapse of commod-
ities prices but isn’t planning job
cuts.
 —Juan Chen

contributed to this article.
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Aid for Eastern Europe
Development banks
offering $31 billion
to region’s lenders
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Asian markets ended mixed Fri-
day after slipping in and out of the
red in volatile trade.

Sentiment remained fragile, with
global economic data continuing to
paint a worsening picture and as in-

vestors worry that
returns will dimin-
ish as banks around
the world rush to re-
capitalize.

“The new rescue plans from the
U.S. and U.K. are giving a short-term
stimulus, but people are losing confi-
dence in the share price,” said Dale
Tsang, managing director at Impe-
rial Dragon Asset Management Co.
“A number of companies plan to
raise capital through rights, so if in-
vestors don’t have the money, or
won’t pay up, their shareholding
will be diluted.”

Japan’s Nikkei Stock Average of
225 companies was the biggest
gainer, climbing 1.5% to 7568.42. Al-
though it rose for the week, it was
down 5.3% for the month.

Nonlife insurers were sharply
higher on hopes for the govern-
ment’s steps to prop up the market.

Tokio Marine rose 8.1%, Mitsui Sum-
itomo Insurance added 6.5% and
Sompo Japan advanced 6%.

Steelmakers outperformed the
market due to continuing hopes that
inventory adjustments at auto mak-
ers and other clients are likely to
ease sooner than expected. Nippon
Steel gained 4%, JFE Holdings rose
7.5% and Sumitomo Metal Indus-
tries added 4.5%.

Energy-related stocks gained
around the region after crude-oil
prices surged overnight in New
York. Inpex was up 3.7% in Tokyo
and Santos rose 3.1% in Sydney.

China’s Shanghai Composite was
the region’s biggest loser, falling
1.8% to 2082.85 amid expectations
of disappointing first-quarter earn-
ings and weak U.S. stocks.

Auto stocks were weak, with
Changan Auto falling by its 10%
limit and Dongfeng Automobile de-
clining 9.7%.

Singapore’s Straits Times de-
clined 1.4% to 1594.87 after the
prime minister said the city-state’s
economy could contract by more
than 5% this year and the unemploy-
ment rate could double to 5%.

By Bob Davis

Three big development banks
will offer Œ24.5 billion ($31 billion)
in financing for struggling banks in
Eastern Europe and some of their
customers, trying to free up lending
and pressure wealthier Western Eu-
rope to pitch in.

The World Bank, European Bank
for Reconstruction and Develop-
ment and the European Investment
Bank hope to help head off a precipi-
tous slide in the economies of East-
ern Europe, which have been hit
hard by the global downturn.

World Bank President Robert Zoel-
lick has been campaigning for a large-
scale European rescue plan, arguing
that banks in the region need $120 bil-
lion altogether for recapitalization.

The announcement came just be-
fore European Union leaders were
to meet Sunday to figure out how to

aid Eastern Europe. “As someone
who was personally involved with
the issues of trying to restore Eu-
rope to its historical unity 20 years
ago, I think it would be a tremen-
dous tragedy if Europe allows itself
to be broken in half again,” Mr. Zoel-
lick said in an interview with the Ger-
man newspaper Sueddeutsche Zei-
tung earlier last week.

His campaign has rankled EU offi-
cials. Joaquin Almunia, the EU’s
monetary affairs chief, wrote Mr.
Zoellick on Feb. 20 that EU coun-
tries already had provided generous
funding for banks in Western Eu-
rope, which should help their subsid-
iaries in the east. In many eastern
European countries, the bulk of the
financial sector is owned by West-
ern Europe banks.

The difficulties faced by Eastern
Europe were underscored by a state-
ment by Latvia’s Prime Minister-des-
ignate Valdis Dombrovskis, who
said on his first day on the job Thurs-
day that the Baltic state could fall
short of money by the summer.

Further budget slashing is
needed, Mr. Dombrovskis said, add-
ing to the steady stream of negative

news from emerging Europe. The
head of Romania’s central bank also
said Thursday his country will ask
the International Monetary Fund
and the European Union for loans.

Latvia has already been forced to
turn to the International Monetary
Fund, the European Union and Nor-
dic governments for a combined
Œ7.5 billion in emergency funding.

The two-year financing plan an-
nounced by the three development
banks is aimed at lending for small
and medium-sized businesses. The
three institutions will provide eq-
uity and debt finance, credit lines
and political risk insurance.

The World Bank committed to pro-
vide Œ7.5 billion to the banking sector
and also increase lending by Œ12.5 bil-
lion euros outside the banking sector
in Eastern Europe and central Asia
during 2009 and 2010. The EBRD,
which focuses on former Soviet bloc
countries, said it would provide about
Œ6 billion in equity and debt finance
to banks,and may lenddirectly to busi-
nesses. The EIB, the EU’s long-term
lendingbank,said it would makeavail-
able about Œ11 billion in lending facili-
ties aimed at businesses.

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.
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U.S. economy in worst fall since ’82
Output sank 6.2%
last quarter as trade,
investment plunge

By Conor Dougherty

And Kelly Evans

The U.S. economy deteriorated
far more than previously thought in
the fourth quarter, according to new
revisions of government data, cast-
ing fresh doubt about the chances of
a recovery this year.

With falloffs in consumer spend-
ing and exports, gross domestic
product declined at a 6.2% annual
rate in the fourth quarter of 2008, ac-
cording to a Commerce Department
report Friday. The agency’s first esti-
mate for GDP, reported in January,
was for a 3.8% decline.

The more recent figure—which
represents the steepest dropoff
since the depths of the 1982 reces-
sion—raises pessimism among econ-
omists. Until recently, many had
been hoping for a rebound in 2009
and now sound downbeat about the
remainder of this year.

Besides the revised GDP, eco-
nomic indicators for the first two
months of the year point to a deepen-
ing recession—and the prospect of a
dismal first quarter, too. Every week
in February, more than 600,000 peo-
ple filed new claims for unemploy-
ment insurance, and the unemploy-
ment rate rose to 7.6% in January,
from 7.2% in December.

“The first quarter is going to be
bad,” said Christina Romer, chair-
woman of the Council of Economic
Advisers, at an economics gather-
ing Friday sponsored by the Univer-
sity of Chicago and Brandeis Univer-
sity. She told the audience that
Obama administration officials
have been watching with deepen-
ing concern what has been going on
around the world.

The U.S. has been hurt by the syn-
chronized nature of the current glo-
bal downturn. Exports declined at a
24% annual rate, compared with the
20% rate previously reported. Mean-
while, it appears the world’s other
economies truly fell apart in the
fourth quarter. India reported on Fri-
day its fourth-quarter GDP growth
was lower than expected, while Ja-
pan said last month its GDP had con-
tracted more than 12%. Growth in
both Europe and the U.K. fell at an
identical 5.9% annual rate. These
numbers mean the U.S. can’t lean on
its trading partners to buy goods
and help buoy business activity.

Private investment, which en-
compasses everything from busi-
ness spending to home building, fell
at a 21% annual rate in the fourth
quarter. That portends poorly for
the first quarter of this year because
one company’s cutbacks in spend-
ing can lead another to do the same.

In Essex Junction, Vt., Bradley Al-
drich, the president of an engineer-
ing firm, says he is putting off big
purchases until he gets a clearer
idea of where the economy is
headed. His company, Forcier Ald-
rich & Associates Inc., spends as
much as $40,000 a year on various
equipment. Mr. Aldrich has particu-
lar interest in a $30,000 software
system that would allow the firm to
hold a vast database of blueprints
and other documents. He guesses it
would save as much as $5,000 a year
in paper costs.

“It makes sense to do it, but
with the economy the way it is
right now, we’re reluctant to make

the investment,” Mr. Aldrich says.
Still, Ms. Romer strikes an opti-

mistic tone about the prospects for
a turnaround in the economy later
this year. The Obama administra-
tion Thursday offered economic pro-
jections in its budget that were ros-
ier than most private-sector fore-
casts. Defending the projections,
Ms. Romer said a turnaround is
likely this year as the federal fiscal
stimulus package works its way
through the economy.

Some economists have a much
dimmer view, arguing the best the
stimulus can do is prevent a reces-
sion from turning into depression.
“There’s no way we are going to be
able to avert a deep and long reces-
sion,” says Joshua Shapiro, chief
U.S. economist at research firm
MFR Inc. Conrad DeQuadros, senior
economist at RDQ Economics in

New York, forecasts “a fairly lacklus-
ter recovery in 2010,” and projects
that unemployment will graze dou-
ble digits from its current 7.6%.

U.S. Federal Reserve officials in re-
cent days have tempered their call
for an economic rebound this year,
saying they still expect one but that it
depends critically on the success of of-
ficials in repairing the damaged finan-
cial system. “Below-potential growth
is likely to persist until financial mar-
kets and financial institutions can re-
sume more normal functioning,” Eric
Rosengren, president of the Federal
Reserve Bank of Boston, said at the
Friday economics conference.

Nearly half of the revision was
due to inventory levels that turned
out to be lower than originally
thought—meaning companies or-
dered fewer goods in anticipation of
weak customer demand. Inventory

levels were first reported to add
about 1.3 percentage points to
growth in the fourth quarter, but that
was revised down to a 0.16 percent-
age-point boost. The silver lining,
however, is that companies may re-
build stocks sometime in the first
part of this year, possibly giving a big-
ger boost than anticipated to growth.

Retailers in particular weath-
ered a brutal fourth quarter, as the
loss of consumer spending hit right
during their crucial holiday season.
The Commerce Department’s GDP
report showed that consumer spend-
ing on nondurable goods, such as
food and clothing, declined at a 9.2%
annual rate.

Federal spending helped blunt
the U.S. GDP decline but was offset
by a fall in state and local spending.
Falling sales, income and property
taxes have saddled cities and states

with the worst budget gaps in a gen-
eration, forcing them to lay off em-
ployees and make cuts in normally
untouchable programs like schools
and police forces.
 —Jon Hilsenrath

contributed to this article.
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Oslo Bors plans clearinghouse

Rozanov leaves Merrill Lynch
as firm lays off Russian staff

www.efinancialnews.com

Asset-management units find few takers
Big banks change
their expectations
as prices plummet

By Tom Fairless

Norway’s stock exchange plans
to develop its own clearinghouse for
share trades, becoming the latest Eu-
ropean market to enter the lucrative
clearing market in an effort to prop
up profits and address investor con-
cerns over counterparty risk.

Oslo Bors ASA has no mecha-
nism for clearing share trades—the
steps that fall between committing
to a trade and settling it—and will
launch the new system in the first
quarter of 2010. The service will be
provided by Oslo Clearing, a divi-
sion of the exchange that currently
clears derivative trades.

Oslo Bors’s move comes four
months after Nasdaq OMX bought a

22% stake in Dutch clearinghouse
European Multilateral Clearing Fa-
cility and agreed to use the system
to clear trades in its Nordic equity
markets.

Germany’s Deutsche Börse AG
also clears its own share trades
through Eurex, the derivatives mar-
ket it co-owns with the Swiss stock
exchange, while the London Stock
Exchange operates Italian clearing-
house CC&G.

Oslo Borse is Europe’s seventh-
biggest market by volume of shares
traded, according to Thomson Reut-
ers. Like its peers around Europe,
the exchange is under pressure from
alternative trading venues that of-
fer low-cost trading of Norwegian
stocks.

By Phil Craig

Single people having trouble
finding a partner are often told they
need to change their expectations.

Some financial institutions are
following that advice as well as they
encounter trouble finding buyers
for their asset-management arms in
an effort to shore up their balance
sheets. Many are stepping back
from finding a buyer and are seeking
a strategic ally instead.

“The big banks are asking them-
selves why they need asset-manage-
ment operations, but prices have
fallen dramatically because buyers
are not there, at least not with
cash,” said Kevin Pakenham, a corpo-
rate financier at investment bank
Jefferies Putnam Lovell.

Some institutions have managed
to sell their asset-management
arms in their entirety. Examples in-
clude the decision by Germany’s
Commerzbank AG to sell cominvest
to Allianz SE, and the sale of Colli-
neo Asset Management, a $24 bil-
lion business owned by the troubled
German property lender Hypo Real
Estate, to Swiss banking group Sal
Oppenheimer Jr. Cie.

Other institutions have tried to
sell their asset managers but have
had to keep them on the shelf. Span-
ish banking group Banco Santander
SA said last year that a sale of its
funds arm was a possibility but then
pulled back. Its chief executive said
it would only sell assets for “the
right price.”

U.K. insurer Friends Provident
PLC has had no luck selling its major-
ity stake in F&C Investments and is
working on a plan to distribute it to
shareholders instead. Investors and
consultants are also looking closely
at Scottish Widows Investment Part-
nership and Insight Investment.
Both asset managers are within the
newly formed Lloyds Banking
Group. Since the companies’ capabil-
ities overlap to some extent, ana-
lysts expect Lloyds to dispose of at
least part of the combined asset
management businesses.

A spokesman for Unicredit SpA
said that the Italian bank isn’t look-
ing to sell its Pioneer Investments
unit, but said that “we are open for

options that could lift the value of Pi-
oneer—for example, partnerships.”
UniCredit’s hopes for Pioneer point
to a change from last year’s expecta-
tions—that the asset-management
industry would consolidate through
simple acquisitions.

“No one wants to just buy the as-
sets of an existing manager as they
can easily be taken back by inves-
tors,” said Oreste Gallo, head of
southern Europe at Barclays Global
Investors. “Instead potential buy-
ers, such as private-equity firms,
may take a stake in an asset man-
ager initially to make sure they still

have access to distribution net-
works.”

More complex deals are being
struck. U.K. asset manager Aber-
deen Asset Management PLC re-
cently agreed to buy certain fund-
management operations from
Credit Suisse Group AG in an all-
share deal, with Credit Suisse set to
gain a 25% stake in Aberdeen. Under
the deal, Aberdeen will gain more ac-
cess to Credit Suisse’s private bank-
ing network. “The deal Credit Suisse
and Aberdeen put together is more
of a bellwether of the way things
will go, cutting off a slice and get-

ting in a strategic buyer,” said Mr. Pa-
kenham “That is more viable than
trying to find someone who just
wants to buy assets under manage-
ment.”

In an all-share deal, the seller
hands over assets, such as a fund
management division, in return for
shares in the buyer instead of cash.
As a result, the seller gains signifi-
cant influence over the buyer’s fu-
ture strategy.

The difficulty will be convincing
clients, already on edge after losses
in most asset classes and strategies,
that a business alliance is in their
best interest. While expanding the
assets under management increases
the fees a manager gets, bigger
doesn’t necessarily mean better for
investors.

“You see consultants and portfo-
lio managers lambasted for prod-
ucts that become too large,” said
Steve Birch, head of manager re-
search at consultant Hymans Rob-
ertson. “But banks might see their
core competency as the units with
big assets under management
rather than skill or performance.”

But Andy Barber, global head of
manager research at Mercer, be-
lieves the structure of a merger
makes a big difference to whether in-
vestors benefit. “From the inves-
tors’ point of view a partnership is
arguably positive—depending on
how things get structured after the
sell-off,” he said.

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the Financial
NewsWebsite (www.efinancialnews.
com) and Financial News weekly
newspaper.

Looking to sell
Companies that have agreed to sell part or all of an asset-management 
business in 2008.

Source: Jefferies Putnam Lovell*In billions of dollars

SELLER ACQUIRER
ASSETS UNDER
MANAGEMENT*

PERCENT
ACQUIRED

51%

100

100

90

37

67

100

100

50

Lehman Brothers MBO

Commerzbank Allianz

Credit Suisse Aberdeen Asset
 Management

AMR Corp. Lighthouse Holdings

Sun Life Financial Scotiabank

Banca Monte dei Clessidra
Paschi di Siena

Hypo Real Estate Group Sal Oppenheim Jr & Cie

AIG Aabar Investments PJSC

Deutsche Bank MBO

$160

90

71

65

58

34

24

16

14

By Liam Vaughan

Dmitri Rozanov, who was based
in London but led Merrill Lynch &
Co.’s Russian mergers and acquisi-
tions business, has left as part of the
firm’s round of layoffs in Russia, ac-
cording to a person familiar with
the matter. He joined the bank from
J.P. Morgan in 2006.

Merrill was ranked number one
in Thomson Reuters’s league table
for the country last year with 14
deals worth $24 billion.

Mr. Rozanov’s departure is the
second high-profile exit from the
Russian team in the past year. In
April, Sergei Aleksashenko, chair-
man of the Russian business, ten-

dered his resignation following a dis-
pute over strategy.

Merrill declined to comment. Mr.
Rozanov couldn’t be reached.

Mr. Rozanov was part of the
team that advised steelmaker OAO
Severstal on the $775 million acqui-
sition of U.S. steel products manufac-
turer Esmark, and aluminum pro-
ducer Rusal on its acquisition of a
25% stake in rival OAO Norilsk
Nickel last year. Merrill advised the
Kremlin on the privatization of Rus-
sia’s electricity supply and genera-
tion network in 2007.

Merrill’s fees income from Rus-
sia has been hit recently as total
M&A volumes slumped in the sec-
ond half of the year.
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Stocks would signal wider recovery
A rebound in indexes
can boost sentiment;
an issue of ‘when’

U.S. criticizes move for early Afghan election

By Justin Lahart

During the 1990s, the U.S. stock
market’s ability to predict the econ-
omy was believed to trump all other
forecasts. Representing the collective
wisdom of millions of investors, it was
seen as a near-perfect crystal ball.

After the dot-com bubble—
where shares of online travel agent

Priceline.com
soared to a higher
value than those of
all major U.S. air-
lines combined—

the market didn’t seem much of an
oracle. And more recently, stocks’
wild swings appear more muddle
than message. During the ’90s, the
Dow Jones Industrial Average rose
or fell by 2% or more on 91 trading
days. In the past year alone, there
have been 80 such swings.

But in the midst of the worst eco-
nomic downturn in at least a genera-
tion, a recovery in stocks would be
an especially good sign.

Stocks are more than just a mea-
sure of investor expectations;
they’re a measure of confidence. At
a time when much of what ails the
economy is a crisis of confidence,
when both households and busi-
nesses are so unsure of the future
that they’ve cut spending down to
the bare bones, rising stocks would
be an important signal that the tide
had turned. What’s more, rising
stocks can, in themselves, also be an
important confidence booster.

The traditional view of stocks as
an indicator of where the economy
is going rests with the idea that in-
vestors are relentless in trying to
gauge firms’ profitability. “To the ex-
tent that business profitability tells
you something about the economy,
the stock market can provide a sig-
nal,” said Columbia Business School
economist Frederic Mishkin.

During nearly all 11 U.S. eco-
nomic downturns since World War
II, the Dow industrials have hit their
recession low and begun climbing in
the six months before the economy

began to recover. (The big exception
was the 2001 recession, where a
scandal-wracked stock market
didn’t hit its low until nearly a year
after the recovery began.) Investors
are typically anxious to get into
stocks ahead of the economic recov-
ery because when stocks rally out of
recessions, the gains are large.

Now, of course, many investors
are just plain anxious. Since crest-
ing in October 2007, the Dow has
been halved, closing Friday at
7062.93. Current stock values no
longer seem to reflect long-term
profitability, Federal Reserve Chair-
man Ben Bernanke told the House Fi-
nancial Services Committee last
week, but rather “investor attitudes
about risk and uncertainty, which
right now are at very high levels.”

Much of that is related to uncer-
tainty about banks. Investors still
don’t know precisely which banks
will fail or, alternatively, be taken
over by the government or placed in
the hands of its creditors—any of
which would wipe out shareholders.
As a result, bank shares no longer re-
flect investors’ expectations of fu-
ture profits so much as bets on
whether this or that bank will sur-
vive. That has made bank shares fluc-
tuate widely, as investors struggle
to figure out just what the govern-
ment’s approach to banks will be,
and whether that approach will
work. And because financial firms
are at the root of the credit crisis,

when they shake, the rest of the mar-
ket reacts.

Last month, when U.S. Treasury
Secretary Timothy Geithner offered
a plan to deal with banks that inves-
tors found slim on details, the Dow in-
dustrials tumbled 4.6% in its worst
day so far this year. It was an exam-
ple, said Barclays Capital economist
Ethan Harris, of how the stock mar-
ket is becoming a barometer of how
effectively policy makers are dealing
with the credit crisis. Because policy
is central to a recovery in the econ-
omy, a thumbs up from the stock mar-
ket would be a very good sign.

A recovery in stocks could also be
an important confidence builder at a
time when low confidence levels are
sapping the economy. “The stock
market, for the average American, is
the simplest way to think about the
economy,” Mr. Harris said. “If you
see the stock market going up, you
have more faith in a recovery.”

Further declines, on the other
hand, could endanger the economy
even more. As an academic, Chris-
tina Romer, the chair of President
Barack Obama’s Council of Eco-
nomic Advisers, argued that the
stock-market collapse that began
in October 1929 led uncertain con-
sumers to sharply cut back on
spending, helping to precipitate
the Great Depression.

Indeed, movements in share
prices tend to lead changes in con-
sumer confidence. The conven-

tional view has been that this hap-
pens because rising stock values
make stock owners feel wealthier,
or at least less poor, giving them a
rosier view of the future. And at a
time when many portfolios have
been decimated, the effect of rising
stocks on shareholders’ confidence
levels could be profound.

John Bollinger, head of Manhat-
tan Beach, Calif., investment man-
ager Bollinger Capital, says that in
the office building he shares with
about 50 other businesses, much of
the elevator talk has been dedicated
to shrinking retirement funds. “If
people’s 401(k)s started going up in-
stead of down, the collective sigh of
relief in this building would be
huge,” he said.

Even for American families who
don’t have any skin in the stock mar-
ket—that’s about half the country—
stocks matter. A 1999 paper by Fed-
eral Reserve economist Maria Ward
Otoo found that changes in stock
prices affected the confidence of
households surveyed for the Univer-
sity of Michigan’s consumer-senti-
ment index whether or not they
owned stocks. She concluded that
consumers use the stock market as
an indicator of where their wages
are headed.

The stock market also influences
corporate behavior. In a speech last
month, former Fed Chairman Alan
Greenspan related how in the late
1950s he found that changes in stock
prices led to changes in companies’
machinery orders. He recently up-
dated the analysis and found that
the relationship between stocks and
corporate spending on equipment
continues to hold.

“A recovery of the equity market
driven largely by a receding of fear
may well be a seminal turning point
of the current crisis,” he said. “The
key issue, of course, is when.”

In August 1982, during what so
far ranks as the deepest downturn
since the Great Depression, Mr.
Greenspan’s “when” came, as the
Fed interest-rate cuts signaled its
fight against inflation was over.
Stocks rallied, and then they kept on
rallying, even as bad economic news
continued to pile up and some econo-
mists carped that the advance
didn’t make sense. That November,
the recession ended.

Looking back
How the Dow performed before, during and after past U.S. recessions
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Source: WSJ Market Data Group
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By Matthew Rosenberg

KABUL, Afghanistan—President
Hamid Karzai’s move to advance
elections to early spring from late
summer drew a sharp response
from the U.S. and potential political
challengers, who said an early vote
would undermine the poll’s credibil-
ity amid Afghanistan’s struggle
with a resurgent Taliban.

Mr. Karzai, who has declared
his intention run for re-election,
proposed no new date in a brief
statement Saturday night, saying
only that the country’s election
commission should respect the Af-
ghan constitution, which calls for
national elections 30 to 60 days be-
fore the end of his five-year term
on May 21.

That means the poll, which elec-
tion officials had set for Aug. 20,
would instead have to be held in the
next two months, posing huge logis-
tical and security challenges, with Af-
ghanistan just emerging from win-
ter and still awaiting thousands of

additional U.S. soldiers and Marines.
An early election also would

leave little time to raise the tens of
millions of dollars needed to print
ballots, set up polling stations in far-
flung corners of this mountainous
nation and conduct the vote.

Washington signaled its displea-
sure at the prospect of a spring vote,
with the State Department saying it
believes August elections are “the
best means to assure every Afghan
citizen would be able to express his
or her political preference in a se-
cure environment.”

Only a handful of challengers
have so declared their candidacies,
and it is unlikely that any of the ma-
jor contenders seeking to unseat Mr.
Karzai—who is deeply unpopular
among Afghan citizens—would
have time to organize proper cam-
paigns if the election were held in
the next two months.

“Do we want a major crisis that
is going to rob us of a credible elec-
tion and throw us at a time, in
March, when everyone expects an

offensive from the Taliban, into pos-
sible debates and demonstrations
and political uncertainty,” said
Ashraf Ghani, a former finance min-
ister and World Bank official who
hasn’t yet officially declared his
candidacy but is widely considered
a potential frontrunner.

In an interview hours before Mr.
Karzai’s announcement, Mr. Ghani
said he wouldn’t run in an early elec-
tion because he needs time to set up
his campaign organization.

Other opposition politicians
were more critical. One declared can-
didate, lawmaker Abdul Qadar
Emami Ghori, accused Mr. Karzai of
trying to “cheat” his opponents.
“We don’t have enough time to cam-
paign, and some areas are still cov-
ered in snow,” he said, according to
the Associated Press.

Mr. Ghori and other lawmakers
are pushing for Mr. Karzai to re-
sign in May and appoint a care-
taker president to run the country
until the elections.

An early election could also foil a

notably effective voter-registration
effort that has seen some local Tali-
ban leaders in the south urge people
to sign up, including women. Most Af-
ghan and foreign officials in Kabul be-
lieve that those lower-level com-
manders are seeking only to see their
own tribesman get elected to provin-
cial councils and that the moves
aren’t part of any broader Taliban ef-
fort to take part in the elections.

But “that still results in more
people voting, and that’s a posi-
tive,” said a Western diplomat in
Kabul. An election before the pro-
cess is complete would be “huge
missed opportunity to show people
that democracy can work,” the dip-
lomat added.

Citing weather and security con-
cerns, Afghanistan’s Independent
Election Commission announced in
January that elections would be
held in August. The delay was sup-
ported by U.N. and U.S. officials,
who said they needed time to secure
many districts in southern Afghani-
stan where the Taliban hold sway.
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OUTLOOK

By Elizabeth Williamson

And Melanie Trottman

WASHINGTON—The U.S. admin-
istration’s budget blueprint is send-
ing a strong message to business:
Regulation is back in style.

President Barack Obama’s bud-
get outline last week spends more on
the agencies that enforce environ-
mental and workplace-safety rules,
more for food and drug regulators
and more on consumer protection.
The budget plan’s figures are accom-
panied by policy statements backing
various moves to put industry under
closer government monitoring.

Some business interests are ex-
pressing concern that a deep reces-
sion isn’t the time to demand that
employers spend more time and
money complying with federal regu-
latory demands.

The budget blueprint “is the first
step in a long process,” said John En-
gler, president and chief executive
of the National Association of Manu-
facturers. If the plan were enacted,
he said, “The manufacturing econ-
omy and our 12 million-plus work-
ers and their families have much to
lose.” Mr. Obama’s budget outline is
just a starting point for lengthy con-
gressional debates where business
interests have opportunities to influ-
ence the final outcome.

But the Obama administration’s
plans reflect the views of many con-
sumer, environmental and labor
groups, as well as many members of
Congress, that deregulation went too
far during the Bush administration.

The Food and Drug Administra-
tion, for example, has been strug-
gling during the past several years to
keep pace with a barrage of food- and
drug-safety scares. In 2007, the
Health and Human Services budget
was cut by $4 billion, despite a wave
of food-safety crises plaguing the
FDA. Mr. Obama’s budget would give
the FDA $1 billion more than the esti-
mated fiscal 2009 budget for stepped
up enforcement of safety rules.

In a move that promises a major
fight with drug makers, the plan
backs development of an FDA plan
enabling Americans to buy less-ex-
pensive medicines abroad.

The Pharmaceutical Manufactur-
ers of America, an industry lobbying
group, declined to comment.

The budget suggests a sea change
at the Department of Labor, where Mr.
Obama is proposing a 4.7% increase in
funding to reverse “years of erosion in
funding for labor law enforcement
agencies,” the proposed budget says.
One of the funding highlights: a plan
to establish automatic workplace re-
tirement accounts in a country where
roughly half of workers lack employer-
based retirement plans. The mandate
wouldrequire employersthat don’t of-
fer a retirement plan to enroll their
employees in a direct-deposit Individ-
ual Retirement Account that is com-
patible with existing direct-deposit
payroll systems. The Obama adminis-
tration says experts estimate this will
increase the savings participation
rate for low- and middle-income work-
ers to about 80% from 15%.

The Environmental Protection
Agency’s budget would rise by 34%,
to $10.5 billion, money that would em-
power the agency to crack down on in-
dustrial polluters. Included is $3.9 bil-
lion—the most money ever—for the
EPA’s operating budget, “which is at
the heart of EPA’s environmental pro-
tection function and includes funds
for research, regulation and enforce-
ment,” the proposed budget says.

Obama is poised
to increase funds
for regulators
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Mayor’s landlord
faces loan squeeze
Falling property values

puts More London in breach

of borrowings from RBS

London Mayor Boris Johnson
need not look far for signs of

Britain’s financial crisis. His own
landlord, a development com-
pany called More London, is in
default on its mortgage.

The developer, which owns
the egg-shaped building on the
Thames River in which Mr.
Johnson has his offices, is in a
“technical default” on hundreds
of millions of pounds of mort-
gage borrowings from Royal
Bank of Scotland Group PLC and
some bond investors.

More London is still making
regular payments to its lenders,
and the incoming rent payments
more than cover its obligations.
But with the deepening reces-
sion and a sharp downturn in
the property market, the value
of the building has fallen too far
compared with the loan’s size,
resulting in a breach of some of
More London’s borrowing
terms.

A spokesman for the com-
pany says its lenders aren’t con-
cerned and haven’t demanded
their money back. The mayor’s of-

fice, which has a 25-year lease,
plans to stay put and pay its rent
“until someone tells us other-
wise,” a spokesman said. RBS de-
clined to comment.

The mayor’s office was More
London’s first tenant in July
2002, when it left the old abode
in Westminster. The mayor’s
neighbors in the development in-
clude accounting firms Ernst &
Young and PricewaterhouseCoo-
pers.

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

U.S. takes charge at Citi
Deal gives taxpayers
up to 36% of bank;
a hit for shareholders

DEAL JOURNAL
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By David Enrich

And Deborah Solomon

Citigroup Inc. and the U.S. gov-
ernment agreed to a third rescue
that will give American taxpayers as
much as 36% of the bank but expose
their ownership stake to greater
risk from the recession and the hous-
ing crisis.

Friday’s agreement shows how
hard the Obama administration is
tryingtostabilize theU.S.bankingin-
dustrywithout a full-fledged nation-
alization that would wipe out inves-
tors and leave the government in
charge.But thedeal willpunish exist-
ing shareholders of Citigroup, who
will see their stake diluted by 74%,
and likely do little to change the awk-
ward relationship between federal
officials and management of the
New York company.

Government officials don’t see the
latest agreement with Citigroup as a
template for other rescues, though
bank stocks fell on worries that the
agreement will be cloned at other suf-
fering U.S. financial institutions.

According to Citigroup execu-
tives, the Treasury Department and
other banking regulators didn’t try

to squeeze new concessions from
the New York bank. For example, the
company wasn’t pushed to make
more loans, rein in foreclosures or
curb executive pay beyond previ-
ously agreed or required levels,
these people said.

Over the past several days, Trea-
sury Secretary Timothy Geithner
and other government officials dis-
cussed whether to require the re-
moval of Citigroup Chief Executive
Vikram Pandit, according to a per-
son familiar with the discussions.
But government officials concluded
it was impractical to oust him, partly
because of a lack of strong potential
successors. A boardroom
shake-up already is in mo-
tion, largely due to pressure
from the Fed.

This rescue also was
more palatable because the
government isn’t pumping
in additional taxpayer dol-
lars. Instead, as much as
$25 billion in preferred
shares held by the U.S. gov-
ernment will be converted
into common shares as Citi-
group struggles to stabilize
itself following more than $37 bil-
lion in net losses during the past
five quarters.

Depending on how many current
holders of Citigroup preferred stock
agree to a similar move, the compa-
ny’s tangible common equity could
surge to $81.1 billion from $29.7 bil-
lion at Dec. 31. That would reverse
the recent slide in tangible common
equity—a gauge of what sharehold-
ers would have left if the company
were liquidated—that fueled a
downward spiral in Citigroup
shares.

The Government of Singapore In-
vestment Corp., a sovereign-wealth
fund,said Friday that it has agreed to
convert its preferred shares in Citi-
group into common stock at $3.25 a
share, in a move that will boost its
stake to an estimated 11.1% but open
it to further losses.

The U.S. government’s conver-
sion also leaves taxpayers exposed
to the risk of greater losses. The gov-

ernment’s preferred holdings had
stood ahead of common stock in Citi-
group’s capital structure, meaning
they were less likely to lose value if
the company’s woes continue to
mount. In addition, by converting
much of the U.S. stake to common
shares,Citigroup won’t have to make
the hefty dividend payouts that were
attached to the preferred stock.

“The government is bending over
backwards to not go along the lines
ofnationalization,”saidBernie Suss-
man, chief investment officer of
Spectrum Asset Management, a unit
of Principal Financial Group Inc. that
manages about $6.9 billion in assets.

“They had the alternative
to completely zero out the
common stock.”

Citigroup shares tum-
bled 96 cents, or 39%, to
$1.50 in 4 p.m. New York
Stock Exchange trading Fri-
day, reflecting that current
holders of the bank’s com-
mon stock will hold as little
as26%whenthedealiscom-
pleted.

Some investors were es-
peciallyrattledbynewsthat

Citigroup will stop paying dividends
on most of the bank’s preferred
shares. At many banks, preferred
shareshavebeenahavenfromtheepi-
demic of cuts and eliminations of divi-
dends on common stock. “The cost of
doing this with one bank is that it
makes shareholders at other banks
nervous,” said Campbell Harvey, pro-
fessor of finance at Duke University’s
Fuqua School of Business in Durham,
N.C.

Financial institutions that need
tobolstertheirbalancesheetsfollow-
ing regulatory “stress tests” now un-
der way at the 19 largest U.S. banks
can get new convertible preferred
shares from the government or con-
vert existing shares under terms an-
nounced by the Treasury Depart-
ment this past week. The conditions
include converting preferred shares
to common equity at a 10% discount
to the prevailing price as of Feb. 9.
 —Craig Karmin

and Jessica Papini
contributed to this article.

Vikram Pandit

By Jeffrey Sparshott

and Matthew Walls

LONDON—A handful of miners
are locking in metal prices by hedg-
ing their production, a sharp depar-
ture for an industry that had only re-
cently sought as much exposure as
possible to commodity prices.

Most miners abandoned forward
sales of metals in re-
cent years, and
many worked to un-
wind hedge books.
That was largely be-

cause of pressure from investors,
who bought the shares, particularly
those of precious-metals companies,
as a proxy for the underlying com-
modity.

But prices of most metals have
since tumbled. In recent weeks, Lon-
don-listed silver miner Hochschild
Mining PLC and Toronto-listed cop-
per miner First Quantum Minerals
Ltd. announced they would hedge
some of their production to lock in
prices. Both moves came as a mild sur-
prise.

“Hedging became such a ‘no-no’
in the bull market that it nearly disap-
peared from the lexicon,” Citigroup
analyst Johan Bergtheil said follow-
ing First Quantum’s announcement.

Hedging, or locking in the future
sale price of a commodity, can be a
good move if prices fall but can back-
fire if prices climb—a trend that
seemed a near-certainty during the
2003-2008 run.

But with prices volatile and look-
ing less likely to climb steadily, more
may follow Hochschild and First
Quantum’s lead.

“I’m sure a lot of them will be
tempted [to hedge]. I was surprised
how few did last time” when results

were announced, said Canaccord Ad-
ams analyst Damien Hackett.

First Quantum said it would
hedge as much as 50% of its copper
production for the six months to July
31, equal to 63,500 metric tons, to pro-
tect against eroding demand. “The
world economic outlook remains un-
certain and volatile and commodity
prices could materially deteriorate,”
the company said.

Hochschild said it decided to lock
in a portion of its expected 2009 reve-
nue “to address market volatility.”

The company in January said it
sold forward 4.5 million ounces of sil-
ver production at $11.10 a troy ounce.
At the time, analysts saw the move as
sensible; silver was trading around
that price and the company is carry-
ing an estimated $309 million in
debt.

With prices now at $14 an ounce,
that decision looks to have been pre-
mature. BMO Capital Markets fore-
casts silver will average $12 in the
first half of the year and $13.50 in the
second half.

“There’s no question $11 was an at-
tractive price. But it may look silly at
$18,” Mr. Hackett of Canaccord Ad-
ams said.

The risk of being bankrupted or
punished by shareholders for hedges
gone wrong, as happened in a few
cases in the past decade, still make
miners wary of hedging. And the bull
run amply rewarded those who left
themselves fully exposed to spot mar-
ket prices.

But many miners who promoted
their unhedged status to investors
have been forced to shutter mines af-
ter prices began to fall in 2008 and
failed to recover, said Thys Ter-
blanche, head of mining and metals
at Standard Bank.
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By Joann S. Lublin

Citigroup Inc. must find at least
six new independent board mem-
bers acceptable to the U.S. govern-
ment, which will soon own as much
as 36% of the New York company.

That will be easier said than
done.

Under Friday’s agreement, Citi-
group Chairman Richard Parsons
promised an overhaul of the 15-mem-
ber board. A shake-up already was
in motion, with three nonindepen-
dent directors intending to step
down: Roberto Hernandez, co-
owner of Grupo Financiero Ban-
amex before Citigroup acquired the
big Mexican bank; Robert E. Rubin,
former head of Citigroup’s execu-
tive committee; and Sir Winfried Bis-
choff, its former chairman. Two oth-
ers are reaching retirement age.

Mr. Parsons said the board would
have “a majority of new indepen-
dent directors as soon as feasible.”
The company believes directors Rob-
ert Ryan and Lawrence Ricciardi,
who joined in 2007 and 2008, respec-
tively, count as “new” and don’t nec-
essarily need to be replaced.

Citigroup likely will disclose
some new board nominees in its
proxy statement next month but
won’t fill the remaining spots until
June, according to one person famil-
iar with the situation. Citigroup
“will be working on this for a while,”
this person said.

Joining Citigroup’s board “will
be very time-consuming and very
difficult,” said David Joys, a vice
chairman of recruiters Heidrick &
Struggles International Inc. “I can’t
imagine anyone who might want to
get involved.”

Help wanted: Citi
seeks 6 directors
acceptable to U.S.

Silver, copper companies
resume hedging their prices

The landlord for London’s mayor’s
office is in default on its mortgage.
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