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A year after touting that
Lloyds TSB Group PLC had
sidestepped the financial cri-
sis, Chief Executive Eric
Daniels faces a harsh new re-
ality: billions of pounds of
bad loans from a rushed ac-
quisition, majority owner-
ship by the U.K. government
and a growing pack of angry
shareholders.

Lloyds on Friday agreed to
let the government stake in

the bank rise above 50% as
partofthetermsofanasset-in-
surance plan that will provide
government insurance for
about £250 billion, or about
$350 billion, in troubled as-
sets. Most of the insured as-
sets—about 83%—were taken
over by Lloyds in its acquisi-
tion of mortgage lender HBOS
PLC last fall.

Friday’s deal leaves the
U.K. with two top banks—
Lloyds Banking Group PLC, as
the company is now known,
and Royal Bank of Scotland
Group PLC—that have been

virtually nationalized as part
of the country’s bank bailouts.
It also demonstrates how
hasty, government-sanc-
tionedrescueshavethepoten-
tialtobackfireinthefast-mov-
ing financial crisis.

Last fall, Lloyds acquisi-
tionofHBOSwaswidelyhailed
as the rescue of an important
lender from collapse amid an
uncertain economic back-
drop. So far, it has been more
likeasinkholethatkeepsopen-
ing wider—though Mr.
Daniels recently said Lloyds
“hasitsarmsaround”theprob-

lem loans and that the bank
has created special loan
“SWATteams”to dealwith the
souring debt.

The billions of pounds in
problem HBOS loans that
Lloyds inherited are the key
reason why the government’s
stake in Lloyds—already 43%
afterapreviousbailouteffort—
will possibly now surpass 50%
and could rise as high as 77%.

Mr. Daniels argued hard in
recent days to avoid that
fate. Now, he finds himself un-
der attack for it.

“Lloyds shareholders are

verydismayedthatthegovern-
ment is effectively taking con-
trol of this company,” said
Roger Lawson, a spokesman
fortheU.K.ShareholdersAsso-
ciation, which represents sev-
eralthousandindividualshare-
holders.“Thedirectorsshould
step down. The merger has
been a complete disaster.”

Mr. Daniels said in a state-
ment on Saturday that the
agreement “will ensure that
the group can weather the se-
verestofeconomicdownturns
and emerge strongly when the
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Lloyds grapples with HBOS mess
Bad loans, government control, angry shareholders batter a bank that had sidestepped the worst

Before the deluge

A warmer world is coming.
The Dutch want to be ready
Journal Report, page 28
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GRIM NEWS: People listen to church ministers outside the Massereene Barracks near Belfast, where two British soldiers were killed Saturday. Page 10

Shootings in Northern Ireland raise new concerns

Islam’s challenge
Muslims need a new Qu-
ranic scholarship that re-
jects radicalism. Page 14

By Gregory L. White

MOSCOW—A top Kremlin
official warned that Russia’s
debt-burdened tycoons might
have to part with their assets
amid the deepening global cri-
sis—and says the government
no longer has the resources to
bail them out.

In an exclusive interview,
Arkady Dvorkovich, Presi-
dent Dmitry Medvedev’s top
economic aide, betrays none
of the bravado that until re-
cently colored Kremlin pro-
nouncements on the crisis.

Sitting in an office that
once belonged to Communist
Party General Secretary Le-
onid Brezhnev, the 36-year-
old economist says the shock
hasn’t fully set in for Russian
businessmen and officials

who had grown used to the fat
years when oil prices were
high and money flooded into
the country.

“Many still think that in
half a year or more we’ll re-
turn to the easy existence
when you could throw money
around,” he says. “We’ll never
return to that situation.”

“No one in the world has
any particular optimism,” he
says, looking tired after an
overnight flight from meet-
ings in London with officials
planning next month’s Group
of 20 global crisis summit.

Stopping short of admit-
ting a mistake, he says the
Kremlin’s bailouts of some of
the richest and best-con-
nected oligarchs late last year
were “individual cases” that
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News in Depth: Battle over Christian monastery tests Turkey’s tolerance of minorities
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BNP Paribas agreed to new
terms with Belgium’s govern-
ment on a deal to buy Fortis
Bank in an effort to win over
shareholders. The deal ap-
pears to have been sweetened
both for BNP and for share-
holders in Fortis NV. Page 2

n Switzerland’s government
gave a panel two weeks to
advise on whether the coun-
try should loosen its laws on
banking secrecy. Page 2

n The unemployment rate
rose to 8.1% in the U.S. last
month, its highest level since
1983, as the service sector
shed 375,000 jobs. Page 11

n The notion of returning to
the DJIA at 5000 or S&P 500
at 500 looks a little less far-
fetched as hopes fade for a
quick economic fix. Page 19

n The U.S. plans to use a G-20
summit to press for a global
boost in fiscal stimulus while
putting financial-regulation re-
form on a slower track. Page 3

n Chrysler’s recovery plan is
a daring gamble that relies
on other car makers for
many coming models. Page 5

n Dubai Holding named a
CEO as it consolidates amid
a downturn in the emirate’s
real-estate market. Page 24

n U.S. miner Asarco signed
a deal to sell most of its op-
erating assets to Vedanta Re-
sources for $1.7 billion. Page 24

n Bernard Madoff appeared
to be moving closer to a guilty
plea, waiving his right to have
a grand jury review the alle-
gations against him. Page 32

n The U.S. is betting on Syria
in its strategy to stabilize the
Mideast, but President Assad
is expected to demand a
heavy price in return. Page 11

n The U.S. said 12,000 Amer-
ican soldiers and 4,000 British
troops will leave Iraq by Sep-
tember, hours after a bombing
in Baghdad killed 32 people.

n Rusal won a two-month
reprieve from foreign credi-
tors, but the firm and its main
shareholder face tough talks
on restructuring debt. Page 21

n UniCredit told employees
at its investment-banking di-
vision that they won’t receive
bonuses for 2008. Page 22

n Roche increased its offer
for Genentech by 7.5% to
$93 a share. Page 9

n Prime Minister Tsvangirai
left Zimbabwe after he was
injured and his wife was killed
in a car accident. Page 12

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com
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Iron ore is a dirty busi-
ness—literally. The main in-
gredient in steelmaking, it is
basically mineral-rich dirt
dug out of the ground and
shipped to foundries.

Now the proposed invest-
ment by state-owned Alumi-
num Corp. of China in Rio
Tinto has raised fears this
business will get a whole lot
murkier. Chinese companies
buy about half the world’s
iron-ore exports.

Rio points to safeguards
in the structure of the part-
nership preventing Chinese
influence over iron-ore pric-
ing. Crucially, Chinalco’s 15%
stake in Rio’s Hamersley
Iron unit would give it a de-
cisive say on neither price
negotiations nor investment
decisions.

Despite this, vague con-
cerns linger, if only because
it stretches credulity to in-
sist that a deal involving an
entity controlled by a com-
munist government with
broader political objectives
is purely commercial.

However that unfolds, a
more tangible impact of the
deal could be to accelerate a
structural shift in the iron-
ore market overall. Selling
iron ore involves shifting

large quantities of dirt over
long distances, so it’s largely
a logistical exercise: Apart
from mines, you need rail-
roads and ports. Producers
have, therefore, preferred
long-term sales contracts to
underpin upfront investment.

Buyers have also pre-
ferred long-term contracts.
Unlike a refined product
such as copper, iron ores
vary widely in quality. Typi-
cally, a steel mill will choose
a particular ore or blend to
suit its configuration. A long-
term agreement ensures con-
sistency. Moreover, the vari-
ability of ores makes them
less fungible than metals, so
establishing benchmark
prices is tricky.

The upshot of this, along

with consolidation in the
mining industry that has left
three-quarters of seaborne
iron ore controlled by three
companies, is the current
pricing system. Early each
year, the largest steelmaker
in a given market sits down
with the largest ore supplier
to agree on a price, usually
expressed as a percentage
move from the previous
year. Historically, Brazil’s
Vale do Rio Doce has an-
nounced an agreement first,
with Rio and BHP Billiton
following swiftly with simi-
lar price moves. This process
sets the benchmark.

Yet, as Deutsche Bank an-
alyst Rob Clifford has chroni-
cled, the current system is
showing signs of breaking

down. The first was a big di-
vergence between Vale’s and
Rio’s pricing last year. Now,
Vale has decided to sit out

this year’s negotiation, effec-
tively handing leadership to
Rio. This passing of the ba-
ton reflects the fact that
China is now the largest
iron-ore market and Austra-
lia is its biggest supplier.

Structurally, setting
prices once a year in closed
negotiations looks anachro-
nistic in a world of liquid fu-
tures markets and global-
ized steelmaking.

An alternative would be
moving further toward spot
pricing. The nascent market,
accounting for 10% of overall
ore exports, has been growing
steadily. It would provide a
more timely price signal for
investment decisions, espe-
cially if a liquid futures mar-
ket could be developed. Iron

ore’s variability in quality re-
mains an obstacle, but this
shouldn’t be insurmountable:
Crude oil is similarly heteroge-
neous, and traders price dif-
ferent grades at spreads to a
few benchmarks.

Concerns about Chinese
influence via the Rio-Chi-
nalco partnership could well
accelerate a push by fellow
miners to overhaul the mar-
ket. A deep iron-ore spot mar-
ket remains some years off.
In the meantime, spreads in
contract prices between re-
gions and producers look set
to continue widening, effec-
tively breaking the trend to-
ward oligopoly. Beijing is un-
likely be displeased.

—Liam Denning

It’s no secret that Mozil-
la’s Firefox Web browser is
emerging as a potent com-
petitor to Microsoft’s In-
ternet Explorer. What may
not be fully appreciated is
the impact that Firefox
could have on Web-brows-
ing habits—and the num-
ber of searches people per-
form.

The most recent version
of Firefox, released last
June, makes it much easier
for Web surfers to return
to a site they’ve previously
visited. They won’t need to
know the site’s address—
the browser’s address bar
offers what’s essentially an
automated bookmarks list.
This is likely to reduce the

number of searches per
person over time.

The feature is likely to
become standard. Mi-
crosoft is adding some-
thing similar in its upcom-
ing version of Internet Ex-
plorer. Google isn’t sitting
still. Three months after
the new Firefox version
was released, Google came

out with its Chrome
browser, which also has a
similar feature.

Search will remain a vi-
brant market. Firefox’s
new feature won’t help
someone searching for the
first time. And the impor-
tance to ad revenues of
people getting to sites
they already know is un-

clear.
That said, anything that

could undermine the num-
ber of searches each Web
user has to perform only
adds uncertainty to the cat-
egory’s growth prospects.
For Google, the dominant
player, the implications
can’t be good.
 —Martin Peers

Bad news for Google: Firefox feature may cut number of searches

Madoff moves toward guilty plea
Financier waives
right for grand jury
to examine evidence

Chinalco-Rio deal puts iron-ore miners on spot

By Amir Efrati

And Chad Bray

Disgraced financier Bernard
Madoff appeared to be moving
closer to a guilty plea, waiving his
right to have a grand jury review
the allegations against him, people
involved in the case say.

Prosecutors are expected to file
additional charges against Mr. Mad-
off this week in connection with an
alleged multibillion-dollar fraud,
these people say. Mr. Madoff could
plead guilty at an arraignment hear-
ing set for Thursday, or he could
deny the charges at that time and
seek a jury trial.

Mr.Madoff’sattorney,DanielHor-
witz, declined to comment on his cli-
ent’s intentions, other than to say:
“We’ve waived indictment and the
case will proceed by information”—a
reference to the government docu-
ment listing the criminal charges.

Criminal-defense experts say a
trial is unlikely in cases where pros-
ecutors don’t seek a grand-jury in-
dictment. That is because the
grand-jury process functions as a
kind of practice run that allows
prosecutors to uncover more evi-
dence to build their cases. “I think
that it’s virtually impossible that a
U.S. attorney from the Southern
District of New York has agreed to
file an information and will allow
Mr. Madoff to go to trial on that,”
says Charles A. Ross, a criminal-de-
fense attorney who isn’t involved

in the case. “If there’s going to be a
trial in this case, they would file an
indictment.”

If Mr. Madoff pleads guilty, it
isn’t expected to be part of a plea
agreement under which he would
face lesser charges or receive a rec-
ommendation for lenient treat-
ment from the U.S. attorney’s of-
fice, according to one person famil-
iar with the matter.

Mr. Madoff, who was arrested in
December, has told prosecutors he
acted alone in committing the fraud.
But the government be-
lieves other individuals
were likely involved and
that Mr. Madoff may be try-
ing to protect them, accord-
ing to the person familiar
with the matter.

White-collar criminals
often plead guilty with no
deal in place, lawyers say.
In cases where a defendant
won’t cooperate against
other individuals, and the
government will do a plea
deal only in which it recommends a
long sentence, “you might as well
take your chances with the judge,”
says Christopher Clark, a criminal-
defense lawyer and former prosecu-
tor. By pleading guilty, defendants
can argue they saved the govern-
ment time and resources, and
judges typically give them some le-
niency for that, lawyers say.

If convicted, Mr. Madoff, who is
70 years old, could face 30 years to
life in prison, according to federal
sentencing guidelines.

It is unclear how a guilty plea by
Mr. Madoff might affect other Mad-
off family members. The govern-
ment is looking into the potential
involvement of his wife, Ruth, his

brother, Peter, and his two sons. So
far, no one else has been publicly ac-
cused of wrongdoing.

Prosecutors have subpoenaed
and begun interviewing employees
who worked for Mr. Madoff in the in-
vestment-advisory part of his firm,
where the alleged fraud took place,
according to people familiar with
the matter. Mrs. Madoff is being
looked at because of her involve-
ment with the firm’s bank accounts,
according to a person familiar with
the matter.

Federal prosecutors
have alleged that Mr. Mad-
off admitted in December
to senior executives at his
company—later revealed
to be his sons—that he ran
a $50 billion Ponzi
scheme, in which early in-
vestors are paid off with
money from later inves-
tors, through the firm’s in-
vestment-advisory busi-
ness. Last month, Mr. Mad-
off, former chairman of

the Nasdaq Stock Market, partially
settled civil-fraud charges brought
by the U.S. Securities and Exchange
Commission, without admitting or
denying wrongdoing.

Mr. Madoff has been free on a
$10 million personal recognizance
bond since shortly after his arrest
on a securities fraud charge on Dec.
11. He has been placed on 24-hour
home detention, and a private secu-
rity company monitors the en-
trances to his Upper East Side
apartment.

The alleged fraud destroyed the
investments of thousands of indi-
viduals, public pensions, charitable
foundations and university endow-
ments. Some individual victims

said they hope a possible guilty
plea won’t stand in the way of a se-
vere punishment for Mr. Madoff. Re-
couping some of their losses, they
said, is a priority.

Ron Murphy, whose family trust
was wiped out in the alleged Mad-
off scheme, said a lengthy prison
sentence was more important to
him than a trial. “If he goes back to
a life of luxury after a year, it’d be
an outrage,” he said.

A potential guilty plea from Mr.
Madoff would be “a good thing” but
doesn’t compensate for the harm
done, said Dr. Edward Nersessian, a
New York psychoanalyst who
helped establish the Philoctetes
Center for the Multidisciplinary
Study of the Imagination, an organi-
zation funded almost entirely by a
foundation that invested heavily
with Mr. Madoff. “It doesn’t make
up for the loss, but at least people
see justice is being done,” he said.

Ronnie Sue Ambrosino, who
helps organize an online forum for
other victims, said she would like
to see Mr. Madoff take the stand
and explain what he was thinking
as he purportedly bilked thousands
of investors, some of whom were
his friends, out of their life savings.

On Tuesday, U.S. District Judge
Denny Chin will address potential
conflicts of interest for one of Mr.
Madoff’s lawyers, Ira Sorkin, whose
family had an account at the Madoff
firm. Mr. Madoff is expected to tell
the court he understands the poten-
tial conflicts but will stick with Mr.
Sorkin, according to people famil-
iar with the case.

 —Dionne Searcey, Eleanor Laise,
Jane J. Kim, Peter Lattman

and Aaron Lucchetti
contributed to this article.

By Dana Cimilluca

Lazard Ltd. named Antonio
Weiss, a banker in its Paris office,
to the new position of global head
of mergers and acquisitions, as the
firm seeks to bolster its M&A fran-
chise amid the global financial tur-
moil.

Mr. Weiss, 42 years old, has
been a vice chairman in European
investment banking at Lazard
since 2006.

The firm plans to announce his
new position on Monday.

Lazard, which traces its roots
to a New Orleans dry goods busi-
ness in 1848, is as closely associ-
ated with M&A these days as prac-
tically any other firm.

Still it hasn’t had a global M&A
role—with an executive focused
on spearheading its M&A fran-
chise across sectors and countries—
even though virtually all of its
larger rivals do.

The firm, bigger than boutique
investment banks like Perella
Weinberg Partners but smaller
than firms like Citigroup Inc., has
escaped most of the credit-crisis
carnage suffered by larger rivals.

It is hoping to capitalize on its
independence, broad footprint
and the relative strength of its
business to cash in on an M&A mar-
ket that is down but not out.

There have been $293.6 billion
of deals announced around the
world this year, according to Thom-
son Reuters. Though that is well be-
low the boom years of 2006-2007,
it is still on track for well over $1
trillion of annual volume, a lot by
historic standards.

Bernard Madoff
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New agreement on Fortis
Belgium, BNP try
for 3rd time to win
approval for the sale
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nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.
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BRUSSELS—BNP Paribas SA
agreed to new terms with Belgium’s
government on a deal to buy belea-
guered Fortis Bank NV, in an effort
to persuade shareholders to sign off
on a sale they have blocked twice.

As in previous offers, the French
bank would buy 75% of Fortis Bank’s
operations in Belgium and Luxem-
bourg in exchange for an 11.4% stake
in BNP Paribas.

It is hard to pin down the exact
value of the latest cash and stock
deal, reached in the early hours of
Saturday morning, because the
share portion of the deal was set in
October, when BNP Paribas shares
were at Œ68 each ($86). The stock
closed Friday at Œ21.74.

Using the Œ68 price, BNP Paribas
said the overall deal is valued at
Œ10.4 billion ($13.1 billion), about
Œ825 million more than an offer re-
jected in February. Belgium’s govern-
ment values the latest deal at about
Œ3 billion, based on BNP Paribas’s
current share price. Fortis NV val-
ued Saturday’s deal at Œ11.4 billion.

Under the latest deal, BNP
Paribas would also buy 25% of For-
tis’s insurance assets, up from the
10% of earlier offers, paying Œ1.38 bil-
lion. That accounts for most of the in-
crease in the overall deal’s value.

The deal appears to have been
sweetened both for BNP Paribas and
for shareholders in Fortis NV, the
holding company that just a year
ago owned a banking and insurance
empire centered in Belgium, the
Netherlands and Luxembourg.

Fortis NV was broken up by the
Dutch and Belgian governments last
fall, when it became the subject of
one of the earliest government bail-
outs in the global financial crisis.
The Belgian state bought Fortis
Bank for Œ9.4 billion and agreed to
sell it to BNP Paribas.

Shareholders in Fortis NV sued for

the right to vote on the sale. In Decem-
ber, they won a court battle that
broughtdownBelgiumPrimeMinister
Yves Leterme, who was accused of try-
ing to influence the judge in the case.

The Belgian government
amended the deal’s terms, but in a
court-ordered Feb. 11 vote, share-
holders voted the BNP sale down.

As part of Saturday’s proposal,
which still has to be approved by For-
tis NV shareholders, BNP Paribas
would pay a smaller amount—Œ200
million—into a shell company set up
to harbor Fortis’s risky assets and
bad loans. The Belgian state would
pay Œ740 million, while Fortis NV
would contribute Œ760 million.

The Belgian government would
provide BNP Paribas with a guaran-
tee of Œ1.5 billion on losses of more
than Œ3.5 billion on loans currently
held by Fortis Bank.

In addition, BNP Paribas has nego-
tiated an option allowing it to call on
the Belgian government for help in
case it needs to boost Fortis’s credit-
worthiness. Over the next three
years, the Belgian government has
committed to subscribe to a tentative
rights issue of as much as Œ2 billion.

“This solution guarantees the
bank’s safety and future,” BNP
Paribas Chief Executive Baudouin
Prot told reporters on Saturday.

Fortis NV says the new deal
would value its shares at about Œ3
each—they were at Œ1.04 at Friday’s
close. “We can show this is a better
deal for shareholders than the one in
February,” Fortis Chairman Jozef De
Mey told reporters. Shareholders
will meet again around April 8 in
Brussels, Mr. De Mey said. The vote
looks likely to be close.

“We don’t see anything worth
saying yes to,” said Mischael
Modrikamen, a lawyer for 2,300 re-
tail shareholders. Mr. Modrikamen
has demanded a deal that values For-
tis shares at about Œ7.

As it was last month, the deter-
mining vote may be Ping An Insur-
ance Co., the biggest shareholder in
Fortis NV, with 5% of the company.
“We are studying the deal and
should issue a statement by mid-
week,” a lawyer for the Chinese in-
surer said on Sunday.

By David Crawford

Switzerland’s government on Fri-
day gave a panel two weeks to ad-
vise on whether the country should
loosen its banking laws to allow the
release of information on tax evad-
ers to foreign governments.

Switzerland’s banking system,
which is known for its secrecy, has
come under intense pressure from
U.S. tax authorities, which are pursu-
ing a civil suit against UBS AG in a Mi-
ami court to provide data on 52,000
American depositors.

The U.S. believes these people are
hidingabout$14.8billion worthofas-
sets in secret Swiss bank accounts.
UBS, a Zurich-based bank with glo-
bal reach, last month disclosed the
identity of about 250 of its U.S. cli-
ents to avert criminal charges.

The Swiss government is trying

to make a recommendation on its
banking laws ahead of an April 2
summit of the Group of 20 nations,
which is expected to discuss a uni-
fied strategy to force tax havens to
bring their banking secrecy laws in
line with international standards.

On Sunday, French president
Nicolas Sarkozy said the G-20 could
put Switzerland on a planned black-
list of tax-haven nations.

Swiss President and Finance Min-
ister Hans-Rudolf Merz acknowl-
edged at a press conference in Bern
that his country was acting to create
the panel in response “to interna-
tional pressure.”

Swiss officials say their govern-
ment has not been invited to the
summit, which will broadly discuss
how to reform the international fi-
nancial system, despite its role as an
international financial center and

regulator of some of the world’s big-
gest banks. The G-20 represents a se-
lection of industrialized and devel-
oping countries from all continents,
plus the European Union. Switzer-
land is not a member.

Mr. Merz said his country had
three choices: to keep its bank se-
crecy laws as they are; to abolish
them; or to adapt them as the situa-
tion requires. The cabinet chose the
third option, he said.

Mr. Merz said Switzerland
takes very seriously the threat of
possible blacklisting by the G-20 or
by the Organization of Economic
Cooperation and Development, an
intergovernmental organization
based in Paris that already main-
tains such a list. Mr. Merz said sanc-
tions would hurt Switzerland, but
not the sanctioning nations.

In a statement, UBS said it is de-

fending its position in court, contest-
ing the lawsuit demanding release of
additional bank data.

The panel is likely to look at
whether Switzerland’s banks
should change their rules on client
confidentiality. Swiss law defines
tax evasion as a civil, rather than a
criminal offense. That protects de-
positors from scrutiny, because the
country’s banking rules say that
bank data can be provided to foreign
governments only in criminal cases.

Swiss prosecutors can, by con-
trast,provideinternationallegalassis-
tance intax fraudcases,becausefraud
is listed in the nation’s criminal code.

It’s this distinction between tax
evasion and tax fraud that the expert
commission set up Friday is tasked to
review. Any decisions prompted by
the panel, whose deliverations will be
confidential, would be taken made by
the Swiss cabinet.

Swiss banks manage about 670 bil-
lion Swiss francs ($578 billion) on be-

half of foreign private investors, ac-
cording to Swiss National Bank data.
That’s just under 18% of the 3.8 tril-
lion francs in assets managed by
Swiss banks in total. Swiss banks
hold about 1.4 trillion francs in assets
from foreign institutional investors
and about 133 billion francs from for-
eign corporations.

One important issue is whether
the laws are changed to permit the
automatic transfer of data to for-
eign governments, analysts say.

Switzerland considers loosening banking-secrecy laws
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Key points of a new proposed deal 
among Fortis, BNP Paribas and the 
Belgian state:

n BNP Paribas acquires 75% of Fortis 
Bank for shares in BNP Paribas. The 
Belgian state keeps the rest.

n BNP Paribas buys 25% of Fortis 
Insurance Belgium for Œ1.4 billion

n The three parties set up a shell 
company to harbor bad assets with total 
equity of Œ1.7 billion

n BNP Paribas gets a Œ1.5 billion 
guarantee from Belgian state on losses 
over Œ3.5 billion

n Fortis shareholders get net equity of 
Œ7 billion, or Œ3.04 per share

Sources: Fortis (plan details); Thomson Reuters Datastream (share price)

Fortis share price on the
Brussels Stock exchange
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Two submarines carrying nu-
clear weaponry of Great Britain and
France collided last month. The
Numbers Guy column on March 5 in-
correctly referred to a crash be-
tween submarines from England
and France.
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Lloyds grapples with HBOS mess: bad loans, U.K. control
economy recovers. We believe that
this is an appropriate deal for our
shareholders.” The bank has contin-
ued to defend the HBOS acquisition
because of the big share of the U.K.
mortgage and retail markets it will
have as a result.

Despite private shareholder ire,
a person close to the mat-
ter says the U.K. govern-
ment is committed to
standing behind the cur-
rent management at
Lloyds.

The insurance plan
Lloyds agreed to take part
in is part of a larger govern-
menteffort to stabilize U.K.
banks. It aims to put a lid on
further losses but requires
participants to pay a fee
and take a first loss on bad
assets before the insurance kicks in.

As part of the plan, Lloyds will
convert the £4 billion in preferred
shares it issued to the government
last fall to ordinary shares. If exist-
ing shareholders don’t subscribe to

their right to buy those shares, the
government’s stake in the bank will
rise to 65%.

Lloyds needs the shares to bol-
ster its capital reserves—the buffer
banks keep to prevent losses—be-
causeofthe£25billionitmustpayon
the initial loss of the insured assets,
and the 10% in subsequent losses. To

take part in the plan, it will
also pay a fee of £15.6 billion
by issuing nonvoting “B”
shares to the government.If
thosesharesconverttoordi-
nary shares down the road,
the government stake
would increase to 77%.

UBS AG and J.P. Mor-
gan Cazenove advised
Lloyds on the deal. Credit
Suisse Group advised the
government.

It is a dramatic turn of
events for Mr. Daniels, an American
from Montana with a penchant for
fly-fishing and Japanese art. He
took the helm at Lloyds in 2003 after
a 25-year career at Citigroup and
later stints at Travelers Life & Annu-

ity and Zona Finaciera, a Latin Amer-
ican Internet start-up business.

At Lloyds, he maintained the
banks’ conservative lending and
touted the results. “I am delighted to
report that the group has continued
to deliver a strong trading perform-
ance, notwithstanding the signifi-
cant recent turbulence in global fi-
nancial markets,” he said a year ago
when delivering the bank’s 2007 re-
sults.

But when Lloyds bought HBOS, it
learned HBOS’s lending had been far
beyond anything Lloyds would have
been comfortable with. HBOS’s loan
book,forexample,contained£165bil-
lion in loans that exceeded Lloyds’s
appetite for risk, according to a
Lloyds investor presentation last
month.

Lloyds’s due diligence also uncov-
ered the fact that the two banks had
separate views on forecasting
losses and the related impairment
costs. HBOS officials, for example,
projected a total of £2.4 billion in
2008 loan losses. Lloyds came up
with a total that was more than tri-

ple—£8 billion. In the end, HBOS re-
ported impairments totaling £9.6 bil-
lion.

Mr.Daniels,inannouncingtheini-
tial purchase on Sept. 18, called it a
“fantasticdeal.”OnOct.13,Lloydsan-
nounced a revised bid and Mr.
Daniels said his team had completed
an accelerated due diligence.

OnNov.3,however,HBOSsaidim-
pairment costs for the first nine
months of 2008 for corporate loans

totaled £1.7 billion, or more than tri-
ple the amount in June. By Dec. 12,
the impairment cost had risen to
£3.3 billion. Then when HBOS re-
ported its 2008 results, the charge
had increased to £6.6 billion.

A spokesman for Lloyds said
Lloyds didn’t get a full view full of
HBOS books until the merger went
through on Jan. 19.
 —Dana Cimilluca

contributed to this article.

Continued from first page

Banks in EU, U.S. got $50 billion in AIG aid
Deutsche, Goldman
each got $6 billion;
political hot potato

Kremlin official warns tycoons that no bailout is forthcoming

Eric Daniels

FROM PAGE ONE

 Retail Corporate International Total

 255 116 61 432

 65 80 20 165

 31 40 9 80

Source: Lloyds Banking Group

The amount outside
of Lloyds risk tolerance

Higher risk than
Lloyds would lend to

Total loans

After buying HBOS, Lloyds discovered that HBOS's lending exceeded its own
risk tolerance. Here, the HBOS total loan book and those that fall outside
of Lloyd's risk appetite, in billions of pounds:

HBOS loan book

By Serena Ng

And Carrick Mollenkamp

The beneficiaries of the govern-
ment’s bailout of American Interna-
tional Group Inc. include at least
two dozen U.S. and foreign finan-
cial institutions that have been
paid roughly $50 billion since the
Federal Reserve first extended aid
to the insurance giant.

Among those institutions are
Goldman Sachs Group Inc. and Ger-
many’s Deutsche Bank AG, each of
which received roughly $6 billion in
payments between mid-September
and December 2008, according to a
confidential document and people fa-

miliar with the matter.
Other banks that received large

payouts from AIG late last year in-
clude Merrill Lynch, now part of
Bank of America Corp., and French
bank Société Générale SA.

More than a dozen firms with
smaller exposures to AIG also re-
ceived payouts, including Morgan
Stanley, Royal Bank of Scotland
Group PLC and HSBC Holdings PLC,
according to the confidential docu-
ment.

The names of all of AIG’s derivative
counterparties and the money they
have received from taxpayers isn’t
known, but The Wall Street Journal
hasidentifiedsome ofthemandispub-
lishing others here for the first time.

The AIG bailout has become a po-
litical hot potato as the risk of losses
to U.S. taxpayers rises. This past
week, legislators demanded that the
Federal Reserve disclose names of fi-
nancial firms that have received

money from AIG, which Fed officials
have described as too systemically
important in the financial system to
be allowed to fail.

In a Senate Banking Committee
hearing in Washington on Thurs-
day, Fed Vice Chairman Donald
Kohn declined to identify AIG’s trad-
ing partners. He said doing so
would make people wary of doing
business with AIG.

But Mr. Kohn told lawmakers he
would take their requests to his col-
leagues. The Fed, through a new com-
mittee led by Mr. Kohn to discuss
transparency concerns, is now weigh-
ing whether to disclose more details
about the AIG transactions.

The Fed rescued AIG in Septem-
ber with an $85 billion credit line
when investment losses and collat-
eral demands from banks threatened
to send the firm into bankruptcy
court. A bankruptcy filing would
have caused losses and problems for

financial institutions and policyhold-
ers globally that were relying on AIG
to insure them against losses.

Since September, the government
has had to extend more aid to AIG as
its woes have deepened; the rescue
package has swelled to more than
$173 billion.

The government’s rescue of AIG
helped prevent its counterparties
from incurring immediate losses on
mortgage-backed securities and
other assets they had insured
through AIG.

Banks and other financial compa-
nies were trading partners of AIG’s fi-
nancial-products unit, which operated
more like a Wall Street trading firm
than a conservative insurer. This AIG
unit sold credit-default swaps, which
acted like insurance on complex secu-
rities backed by mortgages. When the
securities plunged in value last year,
AIG was forced to post billions of dol-
lars in collateral to counterparties.

Now, other problems are popping
up for AIG. The insurer generated a
sizable business helping European
banks lower the amount of regula-
tory capital required to cushion
against losses on pools of assets such
as mortgages and corporate debt. It
did this by writing swaps that effec-
tively insured those assets.

Values of some of those assets are
declining, forcing AIG to also post col-
lateral against those positions. And if
the portfolios incur losses, AIG will
have to compensate the banks.

AIG had seen this business as a rel-
atively safe bet for the company and
its investors. The structures were de-
signed to allow European banks to
shuck aside high capital costs. A
change in capital rules has meant
that the AIG protection no longer
meets regulatory requirements.
 —Liam Pleven

and Sudeep Reddy
contributed to this article.

won’t be repeated.
Tycoons such as metals magnate

Oleg Deripaska borrowed heavily to
expand their empires and are now
scrambling to pay their loans as
prices for metals and their other prod-
ucts have plunged and once-abundant
foreign credit has all but dried up.

Mr. Deripaska was one of the se-
lect few who got bailout loans in the
fall from the government, which at
the time feared stakes in major com-
panies that had been pledged as col-
lateral might wind up in the hands of
foreign creditors.

As the tycoons have scrambled
for official help, many bankers and
business leaders fear the govern-
ment could wind up taking over ma-
jor assets.

“The authorities don’t have any
plans to take things away from peo-
ple and nationalize them,” Mr. Dvork-
ovich says. “But that doesn’t mean
that one shareholder can’t sell to an-
other investor. It doesn’t mean that
the state won’t wind up owning some
assets that were held as collateral.”

Mr. Dvorkovich denies specula-

tion that the worsening economic
situation is fueling tensions be-
tween President Medvedev and his
patron, Prime Minister Vladimir Pu-
tin. “Their positions don’t differ at
all,” he says.

People involved in the process
say Mr. Putin makes virtually all the
key economic-policy decisions, as
he did when he was president.

Mr. Dvorkovich dismissed calls
from some senior officials for non-
market steps such as reimposing
capital controls. “Among those who
are responsible for this, there is no
difference of opinion,” he says.

Like many other governments,
Russia’s has consistently underesti-
mated the severity of the global
downturn. After promising gener-
ous aid to a swath of industries late
last year, the Kremlin quietly
scrapped nearly all of those plans in
the past few months, officials say.
Other costly decisions were delayed
by Russia’s bureaucracy.

But government advocates of a
sharp cut in spending to offset the
40% drop in revenues this year were
forced to compromise in budget de-

bates in recent weeks, according to
people close to the process. Their op-
ponents pushed for a U.S.-style stimu-
lus program, which many economists
warn would drive inflation in Russia.

“The crisis in the U.S. and the cri-
sis in Russia are completely differ-
ent,” says Vladimir Mau, a promi-
nent economist who heads an advi-
sory panel to the government’s anti-
crisis team. Where Western coun-
tries are facing deflation and need
to spend, Russia is in “stagfla-
tion”—persistent inflation com-
bined with stagnant growth and rela-
tively high unemployment—which
requires tight money, he says.

Mr. Dvorkovich says the govern-
ment compromised on the budget,
cutting some areas to offset higher
anticrisis spending. With the deficit
at its highest level in more than a de-
cade, inflation will be “a bit higher”
than last year’s 13.3%, he says.

Much deeper spending cuts will
be needed in 2010 and 2011, how-
ever, to ensure foreign-currency re-
serves last long enough. The revised
budget should go to parliament by
the end of the month, he says.

Even with the extra spending,
Mr. Dvorkovich says the best the
Kremlin can hope for is to make the
recession this year—Russia’s first in
a decade—a bit shallower. For the
moment, the slowdown is deepen-
ing; more than a million jobs will be
lost this year.

Punishingly high interest rates—
increased to defend the ruble after a
costly slow-motion devaluation—
will come down now that the pres-
sure on the ruble has eased, “but I
can’t tell you how fast,” he says.

Its reserves depleted, the govern-
ment will focus on supporting em-
ployment and key industries like de-
fense and construction.

The tycoons who built their em-
pires with tens of billions of dollars
in foreign loans will have to deal
with their creditors now that they
can’t cover payment, he says.

Some will end up in bankruptcy,
he says, while others will be able to
restructure their debts and their
businesses and emerge from the cri-
sis. Embattled aluminum giant UC
Rusal fits into the second category,
he said, since it has some of the low-

est production costs in the world.
The government is waiting for

Rusal to work out a deal with its for-
eign creditors—who granted a two-
month grace period for negotiations
on $7 billion in debt on Friday—be-
fore determining what do with the
additional $7 billion Rusal owes to
Russian state banks.

Swapping some or all of that for
equity in Rusal is among the options
under consideration, Mr. Dvorkov-
ich said. A person close to the talks
said a Russian state bank could wind
up with a stake of as much as 15% in
the company.

“There’s no general policy and
there can’t be one,” Mr. Dvorkovich
says.

Many Russian businessmen and
bankers expect a number of the once-
powerful oligarchs to lose large
chunks of their empires as a result
of the crisis.

“Everyone has been running to
the government to sell their assets
or get bailed out,” said one Moscow
banker. “This will be remembered as
not the finest hour for the oli-
garchs.”

Continued from first page
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U.S. and Europe in conflict over stimulus
Germany and France
favor toughening
financial regulations

By Bob Davis

WASHINGTON—The U.S. plans to
use the leaders’ summit of the Group
of 20 nations next month to press for
a global boost in emergency govern-
ment spending, a move that would
put a much-touted revamp of finan-
cial regulations on a slower track,
risking a rift with European nations.

The shift in priorities urged by
the U.S. is at odds with those of
France and Germany and other Euro-
pean nations, which want the G-20
summit in London on April 2 to focus
on rewriting rules governing finan-
cial markets. They believe lax regula-
tion was a major cause of the finan-
cial crisis and want to tighten their
grip on hedge funds and private-eq-
uity firms. The IMF last week urged
that the largest of such firms be regu-
lated on par with banks.

All sides are looking to avoid a
breakdown at the summit that
would roil markets. The differences
could be hashed out at a meeting of
G-20 finance ministers next week-
end in London and via a steady
stream of global leaders and finance
ministers visiting President Barack
Obama. Mr Obama is looking to
make a mark in his first foray into in-
ternational economic diplomacy.

U.S. officials, who could receive
support from other countries, such as
China, with big stimulus programs,
contend that additional government
spending is needed to reduce the
depth and length of the downturn. In
addition, administration officials ar-
gue, the G-20 isn’t ready to put new
regulations in place, so focusing on
that area is counter-productive.

In the U.S, the Obama administra-
tion hasn’t completed its regulatory-
revision plan and ultimately needs
agreement by Congress, which
could take many months. Others in
the G-20, which includes Western
European nations and big develop-
ing nations such as India, China, Bra-
zil, South Africa, also need months
to put new rules in place.

Germany, the world’s fourth-big-
gest economy, is especially reluctant
to expand fiscal stimulus. The country
has tried hard to balance its books in
recent years, and Chancellor Angela
Merkel was unwilling to wreck her
government’s freshly repaired budget
balance last year even when the glo-
bal financial crisis struck Germany.

In January, Germany caved in to
increasingly dire economic prog-
noses and approved a Œ50 billion
($63.19 billion) stimulus. But Ms.
Merkel remains skeptical about us-
ing heavy borrowing to solve a glo-
bal crisis that she says was caused
by excessive borrowing.

Instead, the German leader says
tougher financial rules are needed to
rein in irresponsible behavior by pri-
vate-sector players and governments.

Germany is also keen to limit gov-
ernment borrowing in the EU be-
cause of growing concerns that
countries with weaker finances
than Germany’s are already running
up unsustainable debts. German pol-
icy makers fear that German taxpay-
ers could be forced to bail out insol-
vent governments in Europe, espe-
cially fellow members of Europe’s
single currency, the euro.

“The chancellor believes it’s very
important that in London on April 2,
the question of future regulation

and financial-market supervision
should play a very prominent role,”
said Thomas Steg, spokesperson for
Ms. Merkel. He said Germany’s fis-
cal-stimulus package is “consider-
able” and that “an expansion of Ger-
many’s current fiscal stimulus pack-
age is not in the plans.”

A split among G-20 nations could
further batter markets. U.S. officials
say they are committed to finding a
workable solution but worry that a
regulation-firstapproach would back-
fire. “There’s a big danger of imple-
menting regulatory changes while
you haven’t solved previous prob-
lems,” said Raghuram Rajan, a
former IMF chief economist whose
views are influential in developing
nations. “That could roil markets
and investors further.”

The tension between the U.S. and
European views was on display in a
muted fashion at a news conference
last week in Washington with Presi-
dent Barack Obama and British
Prime Minister Gordon Brown, who
is hosting the coming summit.

While Mr. Brown stressed the need
for the G-20 to “set principles for the
banking system for the future,” Mr.
Obama focused on assuring that G-20
countries in “a coordinated fashion
are stimulating their economies.”

U.S. officials believe they are
making progress in persuading Euro-
peans to make stimulus measures
the top priority. They point to the
communiqué of the Group of Seven
leading nations’ finance ministers
in Rome last month, which focused
on coordinating fiscal measures. On
March 13, the G-20 finance minis-
ters are scheduled to meet in Lon-
don and the U.S. wants the communi-
qué to have a similar cast.

The first G-20 leaders’ summit on
the economic crisis, in November in
Washington, had few concrete results
in large part because the U.S. had a
lame-duck president who couldn’t
make commitments for his successor.

Over the past month, the Obama
international economic team in the
White House and Treasury Depart-
ment has been working to figure out
how to reassert U.S. economic lead-
ership.

While much of the rest of the
world blames the U.S. subprime-
mortgage imbroglio and lax regula-
tion for igniting the global reces-
sion, the U.S. has also spent more
heavily than others to try to dig out
of it financial mess. The Obama
team is essentially focusing on the
U.S. strengths.

The World Bank Sunday gave the
latest data on the depth of the global
recession. Global GDP will decline
this year for the first time since
World War II, the World Bank esti-

mated, with world trade contract-
ing at its sharpest rate since the
Great Depression.

Facing reduced growth, trade, re-
mittances and foreign investment,
developing nations may have a fi-
nancing shortfall of between $270
billion and $700 billion, the World
Bank estimated, depending on the
severity of the downturn.

For months, the IMF has been
urging nations to increase fiscal
stimulus by at least 2% of gross do-
mestic product to boost economic
growth. Of the G-20 nations, only
the U.S., Spain, Saudi Arabia, China
and Australia are expected to reach
that goal in 2009.

Most European nations had sub-
stantially smaller stimulus pack-
ages. That’s partly because they fear
renewed inflation more than the
U.S., but also because European na-
tions often have richer unemploy-
ment and health benefits than the
U.S. Those “automatic stabilizers,”
which kick into gear during a reces-
sion, aren’t counted in fiscal-stimu-
lus statistics.

The U.S. and Europe agree that
the G-20 should focus on another im-
mediate priority: fighting protec-
tionism. But neither side has come
up with effective mechanisms. Al-
though the G-20 nations in Novem-
ber pledged to avoid protectionist

measures, Russia and India, among
others, quickly raised tariffs.

U.S. and European officials are
likely to ask the World Trade Organi-
zation to more closely monitor G-20
behavior and publish the results,
said people involved in the G-20 ne-
gotiations, in the hope that public-
ity will act as a deterrent.

But such “name and shame” ef-
forts are notoriously weak because
international institutions are loath
to embarrass their members and
also because the WTO doesn’t have
the staff to rigorously monitor glo-
bal behavior. The U.S. would like to
enlist the World Bank and Organiza-
tion for Economic Cooperation and
Development to work with the WTO
to monitor any increase in protec-
tion, but there may be insufficient
time to overcome turf battles before
the G-20 summit.

Even if the U.S. gets its way, the
G-20 won’t ignore financial regula-
tion, which was a priority of the No-
vember G-20 summit. The G-20 has
approved the concept of regulating
the world’s largest financial institu-
tions through international “col-
leges” of regulators—meaning regu-
lators from a bank’s home country
would exchange information with
regulators from other countries
where the bank operates. The goal is
to make sure that risky activity in
one part of the world doesn’t escape
notice elsewhere. Such supervisory
structures are being set up now.
 —Marcus Walker

and Joellen Perry
contributed to this article.
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Mediaset shakes up the Italian TV market
Broadcaster expands
into pay-TV service,
taking on Sky Italia

HSBC offer prompts
soul searching in
Hong Kong. Page 19

New technique may bring film-like realism to PC games

Before the deluge: A warmer world is coming,
and the Dutch want to make sure their
low-lying country is ready for it. Page 28

By Stacy Meichtry

Rome

I
TALIAN television giant Medi-
aset SpA, facing its biggest
competitive challenge in de-
cades from satellite-TV rival
Sky Italia, is fighting back with

a new pay-TV service, more than a
dozen new channels and plans to
start satellite broadcasting in June.

The changes are upending Italy’s
schlerotic television market. Medi-

aset, which has
kept viewers and
advertisers glued

to a handfull of free TV channels for
decades, is now pushing Italians to
branch out to an array of new chan-
nels delivered by satellite and digi-
tal broadcasting.

Sky Italia, owned by News Corp.,
has been luringadvertisers and view-
ers away from Mediaset’s free chan-
nels using a pay-TV service that of-
fers180options viasatellite,showing
soccer matches, Italian-language TV
dramas and Hollywood blockbusters.

Launched in 2003, Sky Italia now
accounts for 30% of the Italian TV
sector’s Œ8.7 billion in total revenue,
according to an estimate by IT Me-
dia, a media consultant based in
Rome. (News Corp. also owns The
Wall Street Journal.)

Mediaset, Italy’s biggest private
television broadcaster, was founded
by Prime Minister Silvio Berlusconi
in the early 1980s and has domi-
nated the Italian TV market with its
channels showing sports and vari-
ety shows. Its unit PubItalia ’80 SpA,
Italy’s biggest advertising agency,
steers ads to its channels. And it ben-
efits from its connection to Mr. Ber-
lusconi, who still controls it through
his Fininvest holding company.

Mr. Berlusconi no longer has an
official decision-making role and
has denied any improper overlap of
his political and business interests.
The Italian government has passed
laws sanctioning his ownership of
Italian media while in office.

When it debuted, Sky Italia was
the only way to view most of Eu-
rope’s soccer matches in one place—
and Italy has legions of fans willing
to pay to see games.

Sky Italia generated revenue of
$3.75 billion in 2008, up from $3.08
billion in 2007, News Corp. says. To-
day, its 4.7 million subscribers are

also drawn to hit TV shows such as
the Italian-language crime drama
“Romanzo Criminale.”

Amid the global economic slow-
down, revenue from pay-TV subscrip-
tions has become a significant source
of growth for the industry. Italy’s to-
tal advertising revenue for television
fell by 1% in 2008 to Œ4.4 billion,
while pay-TV revenue rose 10% in the
year to Œ2.5 billion, IT Media says.

Mediaset, with 32% of the televi-
sion sector’s revenues, according to
IT Media, is working hard to hold on
to its lead. The expansion into the
pay market marks a “switching
point” in Mediaset’s strategy, says
Marco Leonardi, marketing director
of Mediaset’s pay-TV division.

Mediaset remains dominant by
far in the advertising market, where
it drew a 58% share in 2008 com-
pared with Sky Italia’s 5%, according
to IT Media. But Mediaset’s share is
on a downward trend, expected to
slip to 56% in 2010, while Sky Italia
is seen growing to 8%. At its 2005
peak, Mediaset was getting 63% of
the ad market, IT Media says.

Mediaset has also lost viewers,
slipping to 40% of the primetime au-
dience last year from its peak of 45%
in 2003. Sky Italia drew 8% of the au-
dience in 2008, according to Italy’s
Auditel ratings agency.

In response, Mediaset has rolled
out 18 digital channels and a year
ago added a half dozen pay chan-
nels. In June, in a joint venture with
state-funded broadcaster RAI and
Telecom Italia, it will launch a new
satellite service called TIVUSAT.
This will help it reach the nearly
20% of Italians who can’t receive
standard broadcasts because of bar-
riers such as mountains, says Al-
berto Sigismondi, a Mediaset execu-
tive who runs the joint venture.

Satellite will give Mediaset and
RAI the capability to beam more
than twice the number of channels
that digital terrestrial technology
can deliver. That extra air space
could also allow TIVUSAT to host in-

dependent channels that currently
rely on Sky Italia to reach Italian tele-
visions, Mr Sigismondi says.

He says the satellite service will
only beam free channels for now, but
is capable of delivering pay services.

For its digital network, Mediaset
has cut deals with Vivendi SA’s Uni-
versal Music Group and Time
Warner Inc. for rights to movies and
TV shows such as the medical drama
“House.” Content includes chil-
dren’s programming and sports—
now many of the same soccer
matches that were a draw for Sky Ita-
lia. Mediaset currently charges only
Œ24 a month, compared with Sky Ita-
lia’s Œ68.72 monthly fee. As of the
end of November, 350,000 custom-
ers have signed up.

Building a pay-TV subscription
base, says Mr.Leonardi, will helpMe-
diaset offset swings in advertising
revenue.

But until Mediaset subscriptions
generate a large chunk of revenue,
the broadcaster could have diffi-
culty juggling the costs of maintain-
ing the additional channels.

The new channels also risk draw-
ing advertisers away from Medi-
aset’s flagship free-to-air channel
Canale 5, which commands higher
ad rates.

By Don Clark

A start-up founded by former Ap-
ple Inc. engineers said it has devel-
oped technology that could bring
film-like realism to computer games
and change the way movie makers
and other design professionals work.

The San Francisco company,
Caustic Graphics Inc., plans to ex-
ploit a technique called ray-tracing
that generates extremely accurate
three-dimensional images. Ray-trac-
ing is a mainstay of Hollywood stu-
dios, but remains out of reach for

most PC users. A single image can
take hours to generate; rendering a
film can take months on hundreds of
server systems.

Computer games and other PC
software typically rely on a technol-
ogy called rasterization. Though the
results keep getting more realistic,
developing an interactive form of
ray-tracing has been a longtime
quest in the computer industry.

Caustic, whose name refers to
light rays reflecting off a curved ob-
ject, says it is close to achieving that
goal. The company says its software

and chips allow graphics chips to
carry out ray-tracing calculations at
a 20-fold speed-up compared with
existing PC hardware. It said it ex-
pects to deliver chips by early 2010
that will be about 200 times faster.

In a demonstration, Caustic exec-
utives manipulated a photo-quality
image of a sports car, removing com-
ponents and changing lighting and
background settings to change re-
flections on the vehicle’s surface.

“It’s the first honest acceleration
of ray-tracing I’ve seen,” said Jon
Peddie, a market researcher in Tibu-

ron, Calif., who specializes in graph-
ics technology.

Caustic faces many challenges.
They include larger competitors
and the need to persuade PC users
to buy a second add-in card contain-
ing its chips, in addition to conven-
tional graphics accelerators.

Caustic is largely the brainchild
of James McCombe, a 26-year-old
native of Northern Ireland who
worked on graphics technology
used in Apple’s iPhone and iPod. He
left in 2006 with two other Apple en-
gineers to form Caustic, a closely
held company that employs 35 peo-
ple and has raised $11 million.

Mr. McCombe said graphics
chips have hundreds of specialized
calculating engines that are particu-
larly good at rasterization, which
converts three-dimensional models
into pixels on a computer screen.
Ray-tracing, by contrast, emulates
the ways light rays bounce off ob-
jects in a scene. Graphics chips can’t
easily handle those complex calcula-
tions, which require extensive com-
munication between processors.
Caustic has developed ways to keep
data flowing to them efficiently, Mr.
McCombe said.

Armed with the technology, Caus-
tic executives say, designers who
now work with the software equiva-
lent of stick figures could manipulate
realistic designs—without having to
stop to render their images periodi-
cally. “This would really represent a
breakthrough for us,” said Ron
Frankel, president of Proof Inc.,

which develops “pre-visualizations”
to show film directors and designers
how movie scenes might be shot.

Thecompanyhopestoinitiallytar-
get architects, engineers and anima-
tors,andlaterentertainmentapplica-
tions on PCs and gaming consoles.
Mr. McCombe expects accelerator
cards using its chips to cost about the
same as existing graphics accelera-
tors, adding that its circuitry eventu-
ally could be combined with graphics
chips. High-end graphics cards typi-
cally cost several hundred dollars.

But exploiting Caustic’s chips
will require modifications to exist-
ing ray-tracing programs. Other
companies, meanwhile, are finding
ways to do ray-tracing using the mi-
croprocessors in PCs, rather than
graphics chips. One is Bunkspeed
Inc., which has a program called Hy-
perShot that can make photo-qual-
ity images from three-dimensional
computer models.

Philip Lunn, Bunkspeed’s chief ex-
ecutive, says that Caustic also faces
potential competition from larger
chip makers that include Intel Corp.
and Nvidia Corp. The latter is collab-
orating with Mental Images GmbH,
a software maker Nvidia acquired in
2007, to accelerate ray-tracing us-
ing graphics chips.

Mr.McCombe“isoneofthesmart-
est people in the business,” says Rolf
Herken, Mental Images’ chief execu-
tive and chief technology officer. But
“whether Caustic will have an impact
on the design of future chips, that is
an open question,” he added.

Dolce & Gabbana,
P&G to launch luxury
cosmetics line. Page 4

A scene from ‘Distretto di Polizia,’
available on Mediaset’s pay-TV service.
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Caustic Graphics’ technology helps computer-generated images resemble photographs.
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By Rachel Dodes

And Ellen Byron

Models at the Dolce & Gabbana
fashion show last week drew stares
with their see-through dresses,
leather-ruffled stockings and wedge-
heeled shoes. Another risky look on
the runway was “Dahlia,” a deep
crimson lip color the Milanese
brand has been developing for two
years with Procter & Gamble Co.

The fashion house that par-
layed provocative clothes and ad-
vertising into a $2 billion-plus lux-
ury business now wants to seduce
American women with makeup. De-
signers Domenico Dolce and Ste-
fano Gabbana next month will
launch a line of luxury cosmetics
at Saks Fifth Avenue. It includes
$59 foundation, $30 lipstick and
$44 rouge in gold-toned packag-
ing.

Dolce & Gabbana The Makeup
marks P&G’s first foray into up-
scale cosmetics, a huge jump from
its drugstore CoverGirl and Max
Factor brands. The move is an ex-
tension of a partnership forged
three years ago to produce fra-
grances. But it comes at a time
when luxury stores are suffering
some of the biggest sales declines
in all of retailing.

In a recent interview in his Mi-
lan studio that was closely super-
vised by former Dolce & Gabbana
chief executive Gabriella Forte,
who is now a consultant, Mr. Gab-
bana cast the foray into cosmetics
as democratizing its brand. “It is
for the rich and not rich,” young
and old, said the buff 46-year-old
designer.

Cosmetics are a way for the
fashion house, which now has 15
boutiques in the U.S., to reach a
broad audience. Makeup isn’t sub-
ject to seasonal obsolescence the
way apparel is. Beauty counters
also give the designer label prime
real estate on the first floor of de-
partment stores to connect with
browsing consumers.

Historically, women have gravi-
tated toward lipsticks and other in-

expensive pick-me-ups during re-
cessions. This recession poses
new challenges. Drug stores and
discount retailers have expanded
their beauty sections, hoping to
sway shoppers with their lower-
cost selection.

P&G sees its push into high-end
department stores as a crucial
step that will help it showcase its
Dolce & Gabbana fragrances, such
as the $70 The One perfume for
women and the $55 Light Blue
Pour Homme cologne for men.
Those scents are now sold in
crowded perfume aisles. But at
Saks, they’ll be featured in Dolce &
Gabbana “temples” with gold fix-
tures and black chandeliers, and
be sold by saleswomen wearing
the label’s tailored clothing.

The upscale move coincides
with P&G’s efforts to lure shop-
pers away from luxury beauty
counters with its mass-market

brands. The company’s Olay skin-
care line has been launching
$40-plus products that seem high
end for drugstores while advertis-
ing how the brand outperforms
pricier department-store creams.
P&G Chief Executive A.G. Lafley
lately has been celebrating the
drugstore trend. “There’s trade
down and out of department
stores and specialty stores,” he
said on a conference call with in-
vestors in January. “There’s
trade-in to our [mass] channel, and
that’s good.”

Even as U.S. sales of prestige
beauty products fall—they de-
clined 3% to $8.38 billion last year,
according to market-researcher
NPD Group— P&G believes the
Dolce & Gabbana name will help it
grab market share away from
other luxury brands. P&G officials
contend that its Dolce & Gabbana’s
fragrances gained market share

last year as U.S. fragrance sales
overall fell 6% to $2.68 billion, ac-
cording to NPD. P&G says Dolce &
Gabbana fragrance sales have tri-
pled in the last three years. In
2008, the brand became one of the
top-three highest selling fra-
grances in the U.S., up from the
year before, when it didn’t make
the top 10, a spokeswoman says.

Culturally, P&G and Dolce &
Gabbana have little in common be-
side the ampersand. When Mr. Gab-
bana insisted that the cosmetics
be packaged in metal compacts,
rather than cheaper plastics, the
Cincinnati consumer giant ini-
tially frowned on the move. “I
wasn’t exactly jumping on the ta-
ble,” said Markus Strobel, vice
president of P&G’s prestige divi-
sion, which produces the cosmet-
ics under license from Dolce & Gab-
bana.

He has become a convert. Mr.

Strobel, dressed during a recent in-
terview in Dolce & Gabbana jeans,
jacket and gold-soled sneakers,
said P&G’s testing showed that
consumers “loved the experi-
ence.” Mr. Strobel personally
tested the cosmetics, painting
each of his fingernails a different
color and trying the foundation
and eye shadow.

Lipstick is the collection’s par-
ticular focus for Messrs. Dolce and
Gabbana. Though makeup typi-
cally doesn’t contain a fragrance,
the duo wanted a scent to help set
the brand apart. With the help of
P&G market research, they went
with a light rose scent.

Messrs. Dolce and Gabbana pro-
fess a passion for red lips, but they
added orange hues after celebrity
makeup artist Pat McGrath, who
also serves as creative director for
P&G’s beauty brands, insisted on a
palette to suit different tastes and
skin types. Mr. Gabbana said he
would tolerate only the color of or-
anges from Sicily.

The acoustics of the lipstick
tube was also scrutinized. “It
clicks, like an antique box,” said
Mr. Gabbana. “It’s very for you,
very private.” P&G’s Mr. Strobel lik-
ens the click to shutting the door
of a Ferrari sports car. Getting the
right packaging sounds for prod-
ucts ranging from screw-top lip
glosses to compact-encased eye
shadows was like “creating a per-
fect symphony,” he said.

As for marketing, most beauty
ads feature facial close-ups, but
Mr. Gabbana wanted his photogra-
pher “to shoot all the body” of
Scarlett Johansson. Messrs. Dolce
and Gabbana deemed the curvy ac-
tress to be like a modern-day Mari-
lyn Monroe, one of their current ar-
tistic inspirations.

On a recent trip to La Rina-
scente, the Italian department
store that started carrying the cos-
metics line two weeks ago, Mr.
Dolce surreptitiously watched
shoppers browse his counter. He
was shocked to see “boys buying
the lipstick for their girlfriends.
We never thought of this,” he said.

P&G flirts with luxury-makeup market
Offering $30 lipsticks in sleek cases, partnership with Dolce & Gabbana stands in contrast to ‘trading down’ trend

Domenico Dolce, left, and Stefano Gabbana, right, with actress Scarlett Johansson, during a launch of the designers’ makeup
line at La Rinascente department store in Milan.

By Erica Herrero-Martinez

LONDON—WPP Group PLC re-
ported a 5.8% fall in full-year net
profit Friday, but gave a better-than-
expected outlook for 2009 despite
the pressure on advertising from
the global economic slump, sending
its shares higher.

U.K.-based WPP, which is run-
ning neck-and-neck with U.S. rival
Omnicom Group Inc. for the title of
the world’s largest owner of owns
advertising and marketing agencies
by revenue, gave more-conservative
operating-margin targets for the
year ahead, but its forecast still beat
market expectations.

Net profit for 2008 fell to £439.1
million ($622.2 million) from
£465.9 million in 2007, largely be-
cause of a total impairment charge
of £195 million.

Revenue was up 21% at £7.48 bil-
lion, beating a company survey of 16

analysts that had forecast revenue
at £7.27 billion.

“The fourth quarter was better
than expected,” Chief Executive Mar-
tin Sorrell said in an interview. New
media, which now makes up about a
quarter of the company’s business,

lifted both earnings and revenue, he
said. WPP shares in London gained
4.1% Friday to end at 399.14 pence.

WPP now targets 2009 operating
margins of 14.3%, unchanged from
2008. The target takes into
account last year’s acquisi-
tion of Taylor Nelson Sof-
res. The company reset its
operating-margin projec-
tions for 2010 at 14.8%, in-
cluding TNS, after previ-
ously targeting a 0.5% to 1%
annual rise.

WPP said it expects
2009 revenue to fall 2% on
a like-for-like basis, or
stripping out the effect of
acquisitions and currency
fluctuations, with relative de-
creases in costs. The company said
it expects a recovery “of sorts” in
2010, partly due to the weak compar-
ative numbers.

WPP’s numbers look good and
are ahead of consensus, said RBS an-

alyst Justin Diddams. “The fact
they’re saying revenues in 2009 will
be down 2% is relatively reassuring
given the current climate,” he said.

WPP owns advertising agencies
including Ogilvy & Mather,
Young & Rubicam and JWT;
public-relations companies
Hill & Knowlton and Burson-
Marsteller; plus a range of
research and consulting
firms. Its major clients in-
clude Johnson & Johnson
and Novartis AG.

The company said its
board proposed a second in-
terim dividend of 10.28
pence a share, up 13% from
a year earlier, bringing the

total full-year dividend to 15.47
pence.

Average net debt, at 2008 ex-
change rates, totaled £2.2 billion, up
from £1.59 billion last year. The in-
crease was largely the result of the
acquisition of TNS.

WPP forecasts stable year, boosting its shares

CORPORATE NEWS

By Cecilie Rohwedder

And Aaron O. Patrick

Unilever NV and European gro-
cer Delhaize SA ended an unusually
public spat after Unilever mounted
an aggressive push to steer shop-
pers away from the Belgian retailer.

The companies said they reached
a “balanced” agreement on Friday
but didn’t say when Unilever’s prod-
ucts would be back in Delhaize
stores. Neither company would com-
ment on the terms of the settlement.

The fight began late last year,
when Brussels-based Delhaize re-
moved some low-selling Unilever
products from its shelves.

When Unilever demanded Del-
haize pay more for Unilever items that
remainedinthestores,Delhaizepulled
more than 250 Unilever products in
protest. Unilever upped the ante with
an ad campaign that urged consumers
not to shop at Delhaize stores.

Martin Sorrell

Associated Press
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U.S. green push: its own buildings
Properties owned
by government are
perfect place to start

By Sari Krieger

The U.S. government’s huge in-
ventory of properties is likely to be
at the forefront of a national green-
building push that will serve two
aims of the Obama administration:
promoting energy efficiency and
boosting infrastructure spending as
a way to revive the economy.

In a speech Jan. 8 at George Mason
University in Fairfax, Va., then Presi-
dent-elect Barack Obama said he
wanted to modernize 75% of existing
federal buildings. Much of this mod-
ernization is likely to be energy-effi-
ciency measures, and the stimulus

package signed into law last month in-
cludes billions of dollars for such ef-
forts. The government owns or leases
morethan500,000properties,accord-
ing to the Department of Energy—a
number that could mean a big impact.

Green-building proponents are
hoping that the government’s effort
will help spur more action in the pri-
vate sector—and that wider imple-
mentation of green practices will help
drive down costs. While green build-
ing became increasingly popular in
the private sector in recent years, the
recession has made the upfront capi-
tal costs of both new green construc-
tion and renovations less attractive
these days for some companies.

Green building refers practices
such as the use of environmentally
friendly materials in new construc-
tion and improvements in the en-
ergy efficiency of existing buildings

through measures such as installing
windows that retain or deflect heat
as well as more-efficient heating and
cooling systems and lighting.

The Obama administration’s plans
are being helped, in part, by the En-
ergy Independence and Security Act
of 2007, which requires the secretary
of energy to revise efficiency stan-
dards for all new federal buildings as
well as those undergoing major reno-
vations to require the elimination of
fossil-fuel energy use by 2030.

“It’snotonlyatatimewhenthead-
ministrationisstrongly behinddoing
something, but also the regulations
to do something are there,” says Bob
Dixon, head of the efficiency and sus-
tainability business for Siemens
BuildingTechnologies,partofGerma-
ny’s Siemens AG. “And certainly
through some of the stimulus pack-
age,weshould havesome ofthefunds

to support the implementation.”
The U.S. Green Building Council,

a nonprofit that promotes and certi-
fies green building practices, esti-
mates that green building measures
could save the U.S. government bil-
lions of dollars in energy costs. “The
federal government spends about
$4 billion on energy each year for its
affordable-housing stock alone,”
says Jason Hartke, director of advo-
cacy and public policy for the coun-
cil. “If [the government] were to
make…federal affordable-housing
stock more energy efficient by 25%,
[it would] save $1 billion annually. In
10 years, the government would
save $10 billion.”

Many experts say the federal gov-
ernment’s green building activities
could help spur greater adoption of
green building techniques by cash-
strapped private-sector companies.

JOURNAL REPORT: ENVIRONMENT
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Chrysler depends on designs of foreigners
Cars based on Fiats
aren’t sure bet in U.S.
and they’re years off

By Ben Casselman

And Angel Gonzalez

As oil companies cut costs amid
slumping energy prices, they are de-
termined not to repeat the mistakes
of the 1980s oil bust, when mass lay-
offs left the industry ill-prepared for
the eventual rebound.

The lack of a clear consensus on
how long the slump will last has pre-
sented the industry with a difficult
choice.Companiescanlay offworkers
andriskbeingunderstaffedifpricesre-
cover quickly, or bear the cost of em-
ploying more workers than needed
during what could be a prolonged pe-
riod of slow activity and lower reve-
nues. A few of the largest oil compa-
nies, such as Exxon Mobil Corp. and
Chevron Corp., have large cash re-
servesafteryearsofhighoilprices,but
mostsmallercompaniesspentheavily
during the boom years and are now
scrambling to cut back.

Some companies have an-
nounced layoffs. Houston-based oil
major ConocoPhillips last week be-
gan laying off more than 1,000 em-
ployees in Alaska and elsewhere.
Schlumberger Ltd., the world’s larg-
est oilfield-services company by rev-
enue and market cap, is laying off
about 5,000 employees world-wide,
about 6% of its work force, while Hal-
liburton Co. is cutting an unspeci-
fied number of jobs.

But so far companies have avoided
the mass layoffs seen in the 1980s,
when a glut of oil drove prices below
$12 a barrel and tens of thousands of
workers lost their jobs. They are espe-
ciallykeentohangontoengineersand
geologists, who were in short supply
duringthe boom years.

Exxon Mobil and Chevron con-

tinuetomovemammothprojectsfor-
ward. “What you’re hearing is cau-
tion, and some effort to be optimis-
tic,” said Diana Hoover, an employ-
ment lawyer with Houston-based
law firm Mayer Brown, who has
many oil-industry clients.

The 1980s energy bust decimated
theindustry’sworkforce,leavingcom-
panies without the experience and ex-
pertise they needed when prices rose
andwork picked up again.

Most of the layoff victims left the
business for good, while the indus-

try’s boom-bust reputation scared
away potential recruits. The result:
a “lost generation” of oil workers
whose absence has been felt well
into the 21st century.

“It really came back to bite
them,” said Abby Foster, a human-re-
sources consultant with Deloitte
Consulting.

Industry executives say they
have learned their lesson. Lawrence
Pope, executive vice president for
administration at Halliburton, said
when recruitment and retraining
costs are taken into account, layoffs
can actually prove more costly than
retaining workers, especially in a rel-
atively short downturn.

“Our driving focus here will be to
work hard to try to minimize the per-
sonnel reductions, as opposed to past

practicewhenthatwasalmostthefirst
thing we did,”Mr.Pope said.

Schlumberger Chief Executive
Andrew Gould said his company is
willing to make sacrifices in order to
hold on to valued workers.

“One of the things that we tell
our customers is we’re happy to
lower prices, but we want to keep
our people busy because we don’t
want to lose them in the downturn,”
Mr. Gould said.

Ms. Hoover, the employment law-
yer, said some companies are still
quietly making cuts. “The vast ma-
jority [of energy companies] are go-
ing through restructurings even
though they may not be as public
about them,” she said.

Companies see the slowdown as
an opportunity to cut low-perform-
ing workers, Alex Preston, president
of The Energists, a Houston head-
hunting firm, said.

But companies said they are re-
luctant to stop hiring altogether,
lest they create another lost genera-
tion. Mr. Gould said Schlumberger is
working to maintain its contacts on
university campuses even as it hires
fewer graduates.

“You talk to faculty all the way
through the downturn. They under-
standeconomics,butwhattheyhateis
whenyoucometocampus,youdoabig
songanddance,youhireabunchofpeo-
ple and then you disappear for five
years,” Mr. Gould said.

John Richels, president of Devon
Energy Corp., an Oklahoma City-
based oil producer, said the com-
pany is maintaining the internship
program it developed to recruit new
engineers and geologists, and is
keeping current employees busy on
long-term projects even as it slows
short-term drilling activity.

Auto makers cut back
on lavish show displays

By Alex P. Kellogg

Chrysler LLC’s recovery plan is a
daring gamble, relying on other car
makers for many coming models
while sharply scaling back the compa-
ny’s own product-development capa-
bility.

Chrysler plans to launch 24 new
or redesigned vehicles in the next 48
months. Most will come not from its
own development labs but from Ita-
ly’s Fiat SpA, Japan’s Nissan Motor
Co. and Britain’s Group Lotus PLC.

Now, the question is whether
Americans will warm up to vehicles
based on models that Fiat designed
for Europe. Fiat has been absent from
the U.S. for a quarter of a century.

While Americans are enamored of
foreign luxury cars, many previous at-
tempts by Detroit car makers to bring
foreign vehicle designs to the U.S.
have flopped. In the 1980s, Ford Mo-
tor Co. imported a sports car made in
Germany, the Mercury Merkur, but
sales were sluggish. Later, Ford also
had disappointing results with the
Ford Contour and Mercury Mystique,
both based on European designs.

Two of Chrysler’s poorest-selling
current models, the Chrysler Sebring
and Dodge Avenger, were developed
mainly by Mitsubishi Motors Corp.
in Japan. They proved too small in-
side for the American market.

European auto makers including
Volkswagen AG and BMW AG once
endured criticism in the U.S. because
their vehicles lacked the abundance
of cupholders popular with Ameri-
cans.

Modifying the European vehicles
to meet U.S. safety standards is an-
other concern. It usually entails add-
ing parts and steel reinforcements,
which can make the vehicles more ex-
pensive or lower their gas mileage.

While many observers think a
partnership with Fiat, a company
with small-vehicle acumen, makes
sense, some doubt the venture will co-
alesce fast enough for Chrysler to sur-
vive the current economic mael-
strom. Even if everything works as
planned, most of the new Fiat-based
Chrysler vehicles won’t be ready for
sale in the U.S. before 2011. The first
Fiat-based models include a small
Jeep, a subcompact car and a mini-
car. A midsized sedan developed by
Fiat is supposed to follow in 2012.

“It’s an eternity between now and
when Fiat-designed vehicles role out
of Chrysler’s North American facili-
ties,” said Michael Robinet, vice presi-
dent of global vehicle forecasting at
CSM Worldwide. He adds that a cru-
cial factor in the plan’s success is
whether Chrysler has the funds to
customize the overseas models for
the U.S. market beyond regulatory re-
quirements.

The cash-strapped company—
once known for innovative designs
such as the Chrysler 300 sedan, PT
Cruiser and its early minivans—may
have little choice but to rely on part-
nerships.

In the wake of restructurings over
the past several years, Chrysler has
cut its own product-development
staff deeply—too deeply, some
former employees say, to sustain a
full range of car models. In the past
year or so it has eliminated about
40% of its engineering staff and de-
layed or canceled work on updating
braking systems, interior enhance-
ments and even entire products, such
as the Jeep Wrangler, people familiar
with the matter said.

The cutbacks began in the midst
of a cash crunch under Chrysler’s
former owner, Germany’s Daimler
AG, and accelerated after the private-
equity firm Cerberus Capital Man-

agement L.P. took control of the U.S.
company in late 2007.

Cerberus declined to comment, re-
ferring questions to Chrysler. A Daim-
ler spokesman said the German auto
maker provided enough product-de-
velopment resources to support
Chrysler’s pipeline when it owned
the company, and that good products
came out of its efforts.

“We’ve always talked about [cer-
tain smaller] vehicles being done
with an alliance,” said Frank Klegon,
Chrysler’s executive vice president of
product development, in an inter-
view last week. “It’s nothing new.”

Under the viability plan Chrysler
submitted to the U.S. Treasury in ex-

change for government assistance,
roughly half a dozen vehicles to be re-
leased in 2011 or 2012 are small to
midsize cars—the so-called A, B, C
and D segments—categories in which
Chrysler has little internal expertise
or has had trouble competing. All
these vehicles would be designed
largely outside the company, prima-
rily by Fiat. In exchange, Fiat is seek-
ing at least a 35% stake in Chrysler.

Beefing up its offerings through al-
liances would help Chrysler meet fed-
eral fuel-economy standards, which
are set to rise. That could be critical
in Chrysler’s bid to secure additional
government aid.

At the same time, there’s the risk
in any such partnership of whether it
works out. If problems develop and
the alliance doesn’t last, much of
Chrysler’s passenger-car product
plan for the next two to five years
could be erased. Chrysler has no ma-
jor model launches this year. In 2010
it plans to launch updates of four ex-
isting vehicles, including the
Chrysler 300 sedan and Jeep Grand
Cherokee.

Some experts see Chrysler’s strat-
egy as savvy, despite the risks. Prod-
uct development is time- and cash-in-
tensive. Car companies can spend
three to five years and billions of dol-
lars on research, engineering and
tooling work for a single vehicle de-
sign. By acquiring small-car designs
and platforms from a partner like
Fiat, Chrysler avoids much of that ex-
pense.

“They’re a little bit out on the limb
on this one,” said Stephanie Brinley, a
senior analyst at consulting firm Au-
toPacific. “But I think it certainly has
potential.”

Oil industry tries to limit layoffs

By David Pearson

GENEVA—Car makers’ displays at
the Geneva Motor Show showed how
far they are going to cut costs.

Auto makers, renowned for their
lavish promotions and slick market-
ing at such events, cut back on every-
thing from floor space for their
stands to glamour models and recy-
cled display materials.

Hervé Richard, who looks after the
brand image of PSA Peugeot-Cit-
roën’s Citroën brand, has an enlight-
ening tip to help figure out which com-
panies are doing well and which
aren’t: “Look up.”

That’s where the spotlights are
strung from gantries overhead to
bathe polished cars in light. The lights
happen to be one of the major costs of
a display at a car show and companies
struggling to cut expenses were dim-
ming the glow, Mr. Richard said.

He noted that the stands of Ger-
man powerhouses Volkswagen AG,
Audi AG and Daimler AG were as
brightly lit as ever. But huge liquid-
crystal screens showing product vid-
eos, another big-ticket item, are
harder to find.

General Motors Corp.’s troubled
Opel brand has reduced the floor
space for its stand to one-third of its
size at the previous show here a year
ago.

The Frankfurt auto show, which
happens six months from now, could
be even more austere. Mr. Richard
said his budget for Citroën’s participa-
tion in auto shows has been crunched
by 30% in the past three years, and

management has told him to look for
another 10% in savings.

Car makers are recycling materi-
als used in the construction of their
stands. Panelling, flooring, decora-
tion and corporate signage and logos
now are routinely carried over from
one show to another. Ford Motor
Co.’s Volvo unit has been using the
same wooden floor for two years,
sanding and refurbishing it between
events.

Citroën has brought in-house a lot
of the work that it previously out-
sourced. Pointing to a 3-meter by
1.5-meter picture of Citroën’s GTby-
Citroën concept car, Mr. Richard said
it had been produced by the brand’s
design department, whereas in the
past such art had been subcontracted.

Car makers also are cutting back
on the number of people working on
their stands. Italian brands, such as
Fiat SpA’s Alfa Romeo, are generally
using models to show off their prod-
ucts, but more companies have
scrapped this expense and are reduc-
ing promotional staff.

Car companies are talking about
skipping some of the less important
auto shows. Many stayed away from
the marquee North American Interna-
tional Auto Show in Detroit in Janu-
ary, and there’s talk some of the
smaller shows this year may be can-
celed while the industry is in crisis.

Stephen Odell, chief executive of
the Volvo brand, said that Volvo “has
to be present at tier-one shows. We’ll
have to take a look at tier-two shows,
and tier-three shows could end up be-
ing local or dealer shows.”

Chrysler’s partner, Fiat, has been absent from the U.S. market for a quarter of a
century. The Fiat 500, displayed here at the Paris auto show last October.

The sector wants to
retain the experience
and expertise it will
need in a rebound.

CORPORATE NEWS
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The Netherlands girds for a warmer world
Infrastructure drive
intends to bolster
flood-control system

By Leila Abboud

The Dutch are embarking on a de-
cades-long plan to improve their
flood-control system because
they’re afraid that rising sea levels
from global warming will threaten
their low-lying country.

The effort, which the govern-
ment says could cost Œ1 billion
($1.27 billion) a year through 2100,
would include massive, decades-
long public works, such as raising
dikes and reinforcing storm barri-
ers. One proposal calls for improv-
ing the defenses of Rotterdam, Eu-
rope’s largest container port, which
could be submerged as sea levels
rise. Another would dump millions
of tons of sand off the North Sea
coast over the course of a century to
extend the shoreline out as much as
a kilometer, further shielding popu-
lated areas from floods.

In addition to massive infrastruc-
ture projects, the Netherlands is also
bringing new technology to bear in
its centuries-old battle against
floods. For example, Dutch engineers
and International Business Ma-
chines Corp. are testing a system of
sensors that could eventually replace
the army of volunteers that now fans
out during storms to visually inspect
the stability of the nation’s dikes. IBM
is also helping to build a software sys-
tem that collects and analyzes
weather, rainfall and water-level
data, and uses the results to advise lo-
cal governments and emergency re-
sponders about flood threats and
evacuation plans.

“We have the best system of flood
protection in the world today, but we
have to start preparing for the fu-
ture,”saysCeesVeerman,aformerag-
riculture minister who headed a re-
cent government commission that
recommended the overhaul of the na-
tion’s flood defenses. “Climate
changeandrisingsealevelswillaffect
our coastal defenses and our rivers,”
Mr. Veerman says. “We must take ac-
tion now to ensure that our citizens
are safe in the centuries to come.”

The Dutch campaign is still in its
early stages, and lawmakers still

have to make important decisions
such as how to ensure its long-term
financing. But the initiative is likely
to have an impact far beyond the
shores of this Northern European
country of 16 million residents. The
Dutch are leaders in water manage-
ment, and its engineers, dredging
companies and consultants work in
flood-prone areas around the world.
Dutch engineers traveled to New Or-
leans after Hurricane Katrina to
study why the levees broke, and have
advised governments as far afield as
Vietnam and Bangladesh.

Such expertise is likely to be in
high demand as countries are forced
to adapt to major changes brought
by global warming. Climate scien-
tists and policy makers are increas-
ingly realizing that even if industrial-
ized countries make deep green-
house-gas emissions cuts in coming
decades—something that is far from
assured—the carbon dioxide already
accumulated in the atmosphere
means that temperatures are still go-
ing to increase enough to cause ma-
jor problems in some parts of the
world. Coastal areas like the Nether-
lands, heavily populated river deltas
such as on the Ganges in India, and
small island nations are especially

vulnerable to rising sea levels. There-
fore, some economists and environ-
mentalists are advocating that coun-
tries focus more of their efforts on
adapting to the consequences of cli-
mate change.

“It’s already too late to avert
some serious consequences,” says
Manish Bapna of the World Re-
sources Institute, a think tank in
Washington, D.C. “We must learn to
adapt to a warmer world.”

This is a different strategy from
that of the Kyoto Protocol, the inter-
national treaty to fight global warm-
ing. Signed by 183 countries, the
treaty focuses on reducing carbon-
dioxide emissions from factories
and power plants as a way to slow
rising temperatures. In the policy
jargon, that approach is referred to
as “mitigation,” while the approach
of preparing for the effects of cli-
mate change is called “adaptation.”

The Dutch effort to modernize
their flood-control system is an ad-
aptation project on a grand scale.

It began in 2007, when the gov-
ernment commissioned a nine-mem-
ber independent committee to give
it advice on how to protect the Neth-
erlands from flooding for the next
century. This was the second time

the Netherlands had undertaken
such a study: In 1953, after terrible
floods in the country’s southwest
killed some 1,800 people and de-
stroyed thousands of homes and
farms, the Delta Commission was
formed to make sure such a thing
never happened again. The result of
the commission’s work was the
Delta Works, a network of dams and
enclosures that were built over a
30-year period to protect the south
of the country.

The modern-day Delta Commis-
sion II asked 20 climate scientists to
study the impact of rising tempera-
tures on the Netherlands. All came
back with the same troubling conclu-
sion: Rising sea levels were unavoid-
ableoverthenextcenturyandbeyond.
“Every new analysis we got was worse
than the one before,” recalls Mr. Veer-
man, who headed the commission.

The situation is aggravated by
thepeculiargeographyoftheNether-
lands, one-quarter of which lies be-
low sea level. The country has a
350-kilometer-long coastline and is
also a delta where the Rhine and
Meuse rivers flow into the North
Sea. Increasing temperatures from
global warming would not only
cause sea levels to rise, but also

cause river levels to rise because of
more runoff from melting glaciers
and greater precipitation in the Alps.

Some 60% of the population lives
in the most vulnerable areas. And
65% of economic output is produced
in the lowest part of the Nether-
lands, which is home to the largest
city, Amsterdam, and the seat of gov-
ernment, The Hague.

The commission came to the con-
clusion that the country had to pre-
pare for a sea-level rise of as much
as 1.3 meters by 2100 and from 2 to 4
meters by 2200. Previously, Dutch
policy makers had been preparing
for a sea level rise of around 80 centi-
meters by 2100.

Mr. Veerman and his team identi-
fied key areas that would be
stressed by the forecast changes.
Rotterdam, with its huge port, large
population, and crucial role in the
country’s economy, posed particu-
larly vexing problems.

Inits60-pagereporttothegovern-
ment,thecommissionrecommended
12 specific infrastructure projects. It
also called for the passage of a law to
create a Delta Fund of Œ1 billion a year
to pay for the projects, to insulate the
program from short-term budget
and political constraints.

Biofuels can cut carbon emissions—but supply is obstacle

Existing Dutch flood defenses include the Maeslant barrier, left, massive gates that pivot closed to protect Rotterdam and environs, and the Hollandse Ijssel barrier,
right, towers holding two doors nearly as long as a football field that can be raised and lowered.

By Mara Lemos Stein

The aviation industry is scram-
bling to find ways of reducing its car-
bon emissions, including testing bio-
fuels in commercial airliners.

Tests so far show biofuels work
as well in the air as on the ground. (In
other words, they work.) But a host
of issues stand in the way of large-
scaleproduction of such fuelsfor avi-
ation,posingeconomic, environmen-
tal and logistical questions that have
no easy solutions.

For example, 85% of the cost of jet
fuel made from natural oils is the
feedstock, or raw materials, says Jen-
nifer Holmgren, general manager for
UOP LLC’s Renewable Energy &
Chemicals business, a Des Plaines,
Ill., refining technology developer.
But while a liter of crude oil costs
about 24 cents, suppliers of exotic
oils say that the three main choices
being considered for aviation fuel—
using oils from the jatropha and cam-
elina plants, and from algae—cost

about $1.85 a liter, 79 cents a liter and
more than $5 a liter, respectively.

Fuels based purely on oils from
these plants performed well in test
flights by airlines and jet-engine mak-
ers in December and January, says Ms.
Holmgren.UOP,aunitofHoneywellIn-
ternationalInc.,refinedthefuelforthe
New Zealand Air, Continental Airlines
and Japan Airlines flights. When
burned, the oils produce less soot and
particulatematterthanregularjetfuel,
Ms. Holmgren says. Also, cultivating
andrefiningtheoilseedsproduces50%
less greenhouse-gas emissions than
regular jet-fuel production, she says.

Theaviationindustryisunderpres-
suretostudyalternativefuelsbecause,
though responsible for only about 3%
of global carbon-dioxide emissions,
theindustryfacesapossibleemissions
cap by the European Union in coming
years.The International Air Transport
Association has set a goal for its 230
memberstouseablendof 10%alterna-
tive fuels by 2017. Commercial air-

planes will burn 255 billion liters of jet
fuel in 2009, down from about 265 bil-
lion liters in both 2008 and 2007, ac-
cording to the association. By 2017, as-
suming demand for flights rises, con-
siderably more than 26 billion liters of
biofuel is likely to be needed to meet
the industry’s 10% target.

But the amount of land currently
needed to grow even 26 billion liters
of oilseed suggests that some areas
now used to grow food would be con-
verted for fuel crops, experts say.
Moreover, any environmental bene-
fits from reducing carbon-dioxide
emissions would probably be par-
tially offset by the additional use of
irrigation and fertilizers.

Of the three, algae holds the most
promise because of its energy yield
and ability to grow in ponds and
waste water in desert areas, eliminat-
ing the land-use dilemma. But the
technology to produce enough algae
to make billions of liters of fuel is, at
best, five to eight years away, indus-

try experts say. In the meantime,
some scientists and agricultural econ-
omists believe jatropha and camelina
have growing traits and potential for
yield improvement that can over-
come concerns about land use.

Camelina is a small, oil-rich seed
thatgrows in a flowering plant related
torapeseedandmustard.Itgrowswell
in dry areas with fewer applications of
fertilizers and herbicides.

Camelina seed yields in Montana
can reach an average of 1,125 kilo-
grams per hectare on dry land, says
Duane Griffith, extension farm man-
agement specialist at Montana State
University, in Bozeman. As the plant
has 40% oil content, that one hectare
yields 450 kilograms of oil, or 205 li-
ters, annually. But to grow enough
camelina to produce 26 billion liters
of biofuel would take 52 million hect-
ares. By contrast, there are 188 mil-
lion hectares of arable land in the U.S.

Jatropha, a shrub that grows on
marginal land in the tropics, has

drawn the attention of development
economists because of its potential
to lift communities in Africa and
Southeast Asia from poverty if it be-
comes a major feedstock for biofuel.

New York-based Terasol Energy
Inc.,whichprovidedthejatrophaoilre-
fined by UOP for the test flights, says
farmers in India and Tanzania cur-
rently can harvest just over five met-
rictonsofseedperhectarewithoutfer-
tilizers or herbicides, yielding about
2,300 liters of oil per hectare. Sanjay
Pringle, president of Terasol, which is
developing alternative oilseed crops
for biofuel and for specialty-chemical
industries, says India has potentially
identified 11 million hectares and Bra-
zil about eight million hectares that
could be used to grow jatropha.

Given the challenges of achieving
commercial scale for any single oil-
seed crop, investors and industry ex-
perts say the answer may be to de-
velop a catalog of oils instead of pick-
ing a single winning crop.
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T
hecurrenT economic
crisis is changing the busi-
ness landscape. Many

companies won’t survive, and others
will be forced to reinvent themselves.
Some, however, will take advantage
of unique opportunities to signifi-
cantly outperform their competitors.
Signs are clear that 2009 is a “trans-

formationyear,”saysMarkSpelman,
global headof strategy atAccenture,
the global management consulting,
technology services and outsourc-
ing company. “new rules are being
set in the financial sector,manufac-
turing — such as we are seeing in
the auto industry— and also for the
environment— for example, in how
we manage carbon.This year will be
about not just how companies navi-
gatethroughtheshort-termeconomic
challenges, but also about how they
prepare themselves for the longer-
term opportunities this environment
is creating.”
In its continuing high Perfor-

manceBusiness research,Accenture
has examined how these sector
leaders haveweathered previous crises.
Drawing lessons from those expe-
riences,Accenturefoundthatcompanies
need to do two things simultane-
ously: First, exploit the ordinary
— e.g., use to the fullest the avail-
ablemanagement levers—and,second,
manage the extraordinary — e.g.,
successfully confront the strategic
challenges presented by the eco-
nomic environment.
exploiting the ordinary means

performing the day-to-day functions
of business flawlessly—despite bud-
get cuts, increased regulation and
myriad other concerns on leaders’
minds.Many companies simply will
batten the hatches to try to keep
the ship afloat during the storm, but
that won’t position them for future
success. According to Accenture,
successful businesses maintain a dili-
gent focus on four fundamentals
—disciplinedcostmanagement,efforts
to shore up the customer base,a hawk-
like focus on operational excellence,
and the ability to identify and execute
merger and acquisition opportunities

quickly. “In previous downturns,
organizations that have focused on
these four areas have not only done
well in the short term, they have also
created a platform for future success,”
says Mark Foster, group chief exec-
utive for management consulting and
integrated markets for Accenture.
Managing the extraordinarymeans

recognizing and acting on the stra-
tegic opportunities created by the
crisis. not all businesses will be able
to respond in the same way, how-
ever.“Intoday’seconomicenvironment,
thecritical issue is cash,”Accenture’s
Mr.Spelman says.“Those who have
it have options, including the abil-
ity to make acquisitions. For those
who don’t have cash, the short-term
imperative is to find creative ways
to get it, and to improve cash flow.”
Ironically, high-performance busi-

nesses are not necessarily cash-rich
right now.They may have used cash
to snap up acquisitions in the past
few years, for example,while a com-
pany whose executives lacked vision
and sat on their hands during the
boom might well have more cash
on hand.
companies that do have cash need

to “explore all their options so that
they can be ready to act, because
among the risks in a downturn is
paralysis or an overemphasis on cost
reduction to the exclusion of other
needs,” says Mr. Spelman.

A new focus
J. Michael Pearson, for example,

has been refocusingValeant Pharm-
aceuticals International since he took
over as ceO in February 2008.even
before the downturn hit, the Aliso
Viejo, california, company had a
plan to concentrate on neurology
and dermatology, and much of its
cost-cutting has been to reduce a
bloated global infrastructure, says
Laurie W. Little, vice president of
investor relations at Valeant.
To manage costs and refocus the

business,Valeant divested some oper-
ations, particularly in europe. “We
were stretched thin trying to be a
global company and we couldn’t
support it,” Ms. Little says. The
company had some luck — the

divestitures came just as the dollar
was near its weakest, making the
sales worth more in dollar terms for
Valeant, and building its war chest
for futuremoves.Thesaleofeuropean
operations alone — last August to
MedaABofSolna,Sweden— raised
$425 million (€338 million).
Last September, the company

acquired coria Laboratories, a Fort
Worth, Texas, maker of dermatol-
ogy products, for $95 million. In
november itboughtDermatech,based
in Bella Vista, Australia, another
dermatology company, for A$19mil-
lion (€9.7 million). And at the end
of last year, it finalized a $285 mil-
lionpurchaseofDowPharmaceutical
Sciences Inc.,based in Petaluma,cali-
fornia, also a dermatology business.
“The perfect acquisition for us is

one that has currently marketed
products, or an outstanding r&D
pipeline,”Ms.Little says.“nowwe’re

looking at neurology — acquisitions
or licensing.”
Valeant’s customers are both the

health-care providers in its core areas,
who want a broad product portfolio,
and their patients, who are looking
for safe and effective treatments.“The
acquisitions in theu.S.andAustralia
will broaden our exposure to the
marketplace,”Ms. Little says. Sales
fromcoria’s product line will replace
revenues from a patented product
that is now a generic drug, while
results from the Dow Pharmaceutical
Sciences acquisition will be seen over
the longer term.
By refocusing on dermatology and

neurology, Valeant has carved out a
unique competitive position for itself.
Thedermatology industry isn’t already
crowded with big pharmaceutical
players, so Valeant has room to grow.
In the neurology business,Valeant

has forged strategic partnerships to
share the costs of developing new
productsandgainingregulatoryapproval,
and to access larger-company resources
such as global marketing. “The

previous [leadership] team had
tried to be more of a global com-
pany,but we didn’t have the revenues
or product base to support what’s
necessary with regulatory require-
ments and oversight,” Ms. Little
says. Through a series of shrewd
acquisitions and strategic partner-
ships, Valeant took advantage of
the downturn’s opportunities and is
now better positioned to excel when
the market rebounds.

Corporate options
The moves a company can make

are limited by its circumstances, of
course. Businesses that are fighting
for survival won’t be able to follow
Valeant’s example.Instead,they should
focus on reducing debt by renegoti-
ating loanterms,reducingorcanceling
dividends,selling off noncore assets,
and cutting costs.
Organizations with stronger bal-

ance sheets may be able to reposition
themselves, adopting a global oper-
ating model that will help them
compete more effectively in new
geographic markets, for example, or
hiring top talent that may suddenly
have become available as the result
of turmoil at so many companies.
companies in strong financial

positions can certainly find bargains
in today’smarket.“The strategic inves-
tor hasmore opportunities now,”says
Mr. Spelman of Accenture. “When
there was heavy investment in the
market from private equity, assets
were being bid up.now there is less
competition and stockmarket valu-
ations are off significantly, making
deals less expensive.”
At the same time,acquirers should

look carefully before they leap.“Most
of the businesses being shopped
around are losing money, so you
have to ask yourself, ‘what would I
dodifferently?’”saysrichardMillman,
president of Millman Lumber co.
of St. Louis, Missouri. “Is it losing
money because of the bad market or
because it’s a bad business?”
MillmanLumber shows how com-

panies with the means can leapfrog
their market positions right now. It
saw some success in this arena two
years ago when Weyerhaeuser co.,

a forest-products company based in
Federal Way,Washington, decided to
unload 10 distribution businesses.
Millman offered to buy two of the
distributors. “We didn’t pay a big
premium and we got good interest
rates,”Mr.Millman says.
“If you have capital and a good

balance sheet [today], you can bor-
row money as cheaply as I’ve ever
seen,” he says. And companies are
often seeking just book value,exclud-
ing things like goodwill from the
price. “It’s a good time to buy a busi-
ness,” he adds.
Millman is looking for other sites

to acquire, as long as they are in the
company’s geographic and business
profile. As a family-run company,
Millman has certain advantages. It
can make decisions quickly,Mr.Mill-
man says, and it doesn’t have to
answer to shareholders impatient for
quarterly results.
“You have to keep the long term

inmind.nobody knowswhen things
are going to turn around,”Mr.Mill-
man says. “But you look at your
cash flow and figure for [the] worst
and hope for the best. If you’re not
leveraged to the hilt, you’ll probably
come out all right. carrying costs
aren’t that high anymore.”
Accenture’s Mr. Spelman agrees.

“Winners from the downturn are
the companies that make judicious
investments to prepare for the upturn.
The key is to generate options for
the business and to get the timing
right. In looking at acquisitions,
companies should be looking at qual-
ity and synergies rather than just
absolute price.”
Today’s market conditions are rife

with peril but also with opportunity.
In the past, the greatest changes in
companies’ relative positions have
occurred during times of economic
turbulence. “The real trick in a dif-
ficult economic environment,” Mr.
Spelman says, “is to keep an eye on
the short term — cost and cash —
and at the same time on themedium
term so one positions the business
to outperform peers as the green
shoots of recovery start to emerge.”

By Catherine Bolgar
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Firms can find opportunities in the current crisis

Today’s market conditions
are rife with peril but also
with opportunity.

Christopher Serra
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 45.00 $22.58 0.02 0.09%
Alcoa AA 33.90 5.22 –0.04 –0.76%
AmExpress AXP 27.30 10.26 –0.07 –0.68%
BankAm BAC 266.10 3.14 –0.03 –0.95%
Boeing BA 12.50 30.10 0.71 2.42%
Caterpillar CAT 19.40 23.23 –0.26 –1.11%
Chevron CVX 20.50 58.27 1.81 3.21%
Citigroup C 389.30 1.03 0.01 0.98%
CocaCola KO 15.00 39.10 1.25 3.30%
Disney DIS 19.50 15.83 –0.16 –1.00%
DuPont DD 10.70 16.87 –0.10 –0.59%
ExxonMobil XOM 43.20 64.03 1.81 2.91%
GenElec GE 306.40 7.06 0.40 6.01%
GenMotor GM 26.70 1.45 –0.41 –22.04%
HewlettPk HPQ 31.70 26.98 –0.10 –0.37%
HomeDpt HD 24.20 18.00 –0.15 –0.83%
Intel INTC 73.80 12.41 0.10 0.81%
IBM IBM 14.20 85.81 –1.67 –1.91%
JPMorgChas JPM 148.60 15.93 –0.67 –4.04%
JohnsJohns JNJ 17.70 47.97 0.30 0.63%
KftFoods KFT 13.00 21.62 0.62 2.95%
McDonalds MCD 17.30 52.12 1.26 2.48%
Merck MRK 16.40 22.74 0.60 2.71%
Microsoft MSFT 85.10 15.28 0.01 0.07%
Pfizer PFE 78.40 12.73 0.06 0.47%
ProctGamb PG 18.00 45.71 0.31 0.68%
3M MMM 8.50 41.83 –0.68 –1.60%
UnitedTech UTX 11.50 38.54 0.62 1.64%
Verizon VZ 27.60 27.28 –0.63 –2.26%
WalMart WMT 32.30 48.91 –0.84 –1.69%

Dow Jones Industrial Average P/E: 22
LAST: 6626.94 s 32.50, or 0.49%

YEAR TO DATE: t 2,149.45, or 24.5%

OVER 52 WEEKS t 5,266.75, or 44.3%

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

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

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

Wendel "1,243" –38 123 527 Rallye "1,287" 38 86 145

Swisscom 238 –9 –1 –12 ING Verzekeringen 300 38 80 128

Glencore Intl "1,451" –7 151 224 Holcim  627 40 91 37

Kingfisher  372 –7 20 –7 Aegon  519 87 171 290

PPR 561 –6 10 6 Aviva  383 93 138 198

Rep Iceland "1,011" –5 –9 23 Stena Aktiebolag "1,008" 93 182 183

Gas Nat SDG 313 –4 2 ... Alcatel Lucent "1,602" 123 166 244

Natl Grid  202 –4 2 –12 Legal & Gen Gp 976 126 212 476

Next  251 –4 21 25 Prudential  867 145 237 379

Brit Amern Tob  96 –3 1 7 Swiss Reins 762 145 222 294

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

Rio Tinto U.K. General Mining $25.9 18.25 5.31% –67.4% –31.6%

BHP Billiton U.K. General Mining 36.5 11.56 4.43 –27.3 23.3

Anglo Amer U.K. General Mining 19.2 10.11 3.64 –69.4 –49.6

Royal Dutch Shell U.K. Integrated Oil & Gas 73.8 16.44 3.17 –26.7 –36.3

Daimler Germany Automobiles 22.6 18.55 2.18 –65.6 –60.7

UniCredit Italy Banks $12.2 0.72 –10.40% –84.3 –88.0

Intesa Sanpaolo Italy Banks 21.8 1.45 –7.40 –65.8 –71.4

Soc. Generale France Banks 14.6 19.85 –6.59 –69.5 –82.2

Assicurazioni Genli Italy Full Line Insurance 18.6 10.43 –5.87 –62.4 –63.5

ENI Italy Integrated Oil & Gas 62.4 12.30 –5.75 –45.6 –47.0

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

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

GDF Suez 68.3 24.61 1.67% –33.3% –15.3%
France (Multiutilities)
France Telecom 57.7 17.43 1.31 –17.9 –7.7
France (Fixed Line Telecoms)
Total 108.1 35.99 1.18 –25.3 –30.9
France (Integrated Oil & Gas)
E.ON 51.2 20.20 1.00 –50.3 –31.8
Germany (Multiutilities)
GlaxoSmithKline 82.7 10.23 0.59 –2.3 –35.2
U.K. (Pharmaceuticals)
Tesco 34.2 3.08 0.59 –24.1 –8.3
U.K. (Food Retailers & Wholesalers)
L.M. Ericsson Tel B 23.1 71.30 0.42 16.6 –47.0
Sweden (Telecoms Equipment)
Nestle 118.8 35.76 0.28 –26.2 –8.5
Switzerland (Food Products)
Deutsche Telekom 51.2 9.27 0.27 –22.3 –34.2
Germany (Mobile Telecoms)
BP 121.1 4.14 0.24 –21.7 –35.3
U.K. (Integrated Oil & Gas)
Vodafone Grp 97.2 1.18 –0.04 –23.6 –5.4
U.K. (Mobile Telecoms)
BASF 24.1 20.74 –0.29 –50.2 –34.0
Germany (Commodity Chemicals)
ABB 27.3 13.55 –0.29 –47.7 –11.0
Switzerland (Industrial Machinery)
British Amer Tob 48.0 16.74 –0.59 –8.2 16.7
U.K. (Tobacco)
Allianz SE 27.9 48.68 –0.73 –56.2 –63.1
Germany (Full Line Insurance)
Telefonica 85.2 14.31 –1.04 –21.6 7.0
Spain (Fixed Line Telecoms)
Barclays 7.7 0.65 –1.07 –84.4 –89.9
U.K. (Banks)
Novartis 92.2 40.22 –1.37 –18.2 –44.5
Switzerland (Pharmaceuticals)
Siemens 44.5 38.49 –1.51 –52.8 –49.6
Germany (Diversified Industrials)
Unilever 30.2 13.90 –1.52 –31.7 –28.8
Netherlands (Food Products)

Diageo 29.8 7.64 –1.55% –24.0% –16.2%
U.K. (Distillers & Vintners)
Astrazeneca 44.2 21.47 –1.65 15.9 –25.4
U.K. (Pharmaceuticals)
Koninklijke Philips 14.7 11.47 –1.97 –55.0 –56.9
Netherlands (Consumer Electronics)
Roche Hldg Pt. Ct. 78.5 128.80 –2.05 –33.6 –35.8
Switzerland (Pharmaceuticals)
Banco Santander 41.9 4.14 –2.36 –60.7 –63.1
Spain (Banks)
Iberdrola 29.0 4.59 –2.55 –53.7 –30.4
Spain (Conventional Electricity)
Deutsche Bk 13.6 18.79 –2.64 –73.5 –79.9
Germany (Banks)
SAP 38.8 25.01 –2.74 –21.1 –42.3
Germany (Software)
Bayer 33.5 34.61 –3.05 –26.0 5.9
Germany (Specialty Chemicals)
ArcelorMittal 26.3 14.36 –3.10 –71.1 ...
Luxembourg (Iron & Steel)
Banco Bilbao Vizcaya 22.3 4.70 –3.69 –63.7 –72.3
Spain (Banks)
Sanofi-Aventis 65.8 39.53 –4.30 –16.3 –46.3
France (Pharmaceuticals)
ING Groep 6.6 2.50 –4.40 –88.1 –91.9
Netherlands (Life Insurance)
HSBC Hldgs 61.4 3.61 –4.44 –52.4 –63.7
U.K. (Banks)
Credit Suisse Grp 24.6 23.96 –4.47 –51.5 –66.5
Switzerland (Banks)
Royal Bk of Scot 11.1 0.20 –4.81 –92.9 –96.2
U.K. (Banks)
AXA 16.5 6.23 –4.87 –70.0 –78.2
France (Full Line Insurance)
UBS 23.0 9.05 –4.94 –66.3 –85.4
Switzerland (Banks)
BNP Paribas 25.1 21.74 –5.42 –62.2 –70.5
France (Banks)
Nokia 33.2 6.91 –5.60 –68.3 –58.7
Finland (Telecoms Equipment)

Sources: Dow Jones Indexes; WSJ Market Data Group
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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 -0.41% -0.61% 1.6% 1.0% -7.8%
Event Driven -0.11% 0.15% 0.7% 1.6% -26.0%
Distressed Securities -1.23% -3.74% -10.7% -6.4% -38.3%
Equity Market Neutral 0.24% -0.61% -1.3% -1.1% -9.7%
Equity Long/Short 0.55% -0.54% -5.8% 1.1% -13.2%

*Estimates as of 03/05/09, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 2.06 96.32% 0.01% 2.17 1.18 1.64

Eur. High Volatility: 10/1 4.30 91.71 0.02 5.57 2.16 3.75

Europe Crossover: 10/1 11.45 82.06 0.06 11.48 5.74 9.31

Asia ex-Japan IG: 10/1 4.50 90.17 0.02 6.63 1.99 3.68

Japan: 10/1 5.05 85.69 0.02 5.58 1.58 3.13

 Note: Data as of March 5

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe, Middle East & Africa: 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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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.

4.14% 8 World -a % % 131.96 –0.43% –50.9% 7.33% 8 U.S. Select Dividend -b % % 375.14 0.78% –50.2%

3.22% 11 Global Dow 860.10 –1.59% –42.2% 1156.46 –0.71% –52.3% 5.53% 12 Infrastructure 1066.70 –1.17% –33.4% 1287.52 –0.28% –45.1%

4.36% 11 Stoxx 600 159.50 –1.28% –48.2% 150.84 –0.39% –57.3% 2.99% 5 Luxury 490.70 –1.78% –44.7% 526.67 –0.90% –54.4%

4.48% 11 Stoxx Large 200 172.40 –1.26% –47.9% 162.13 –0.37% –57.1% 14.97% 2 BRIC 50 233.90 –0.59% –48.2% 282.33 0.30% –57.3%

3.73% 14 Stoxx Mid 200 143.00 –1.17% –48.3% 134.43 –0.28% –57.4% 3.99% 9 Africa 50 531.70 –0.31% –51.2% 427.26 0.59% –59.8%

3.78% 10 Stoxx Small 200 86.30 –1.89% –51.5% 81.07 –1.01% –60.0% 7.57% 5 GCC % % 1043.48 –0.18% –64.7%

4.56% 9 Euro Stoxx 170.20 –1.67% –50.5% 160.91 –0.78% –59.2% 5.08% 8 Sustainability 537.00 –1.25% –43.6% 574.01 –0.36% –53.5%

4.64% 9 Euro Stoxx Large 200 181.80 –1.77% –50.6% 170.83 –0.88% –59.3% 3.35% 9 Islamic Market -a % % 1209.70 0.04% –45.0%

4.15% 9 Euro Stoxx Mid 200 159.10 –0.96% –48.7% 149.44 –0.08% –57.7% 3.81% 8 Islamic Market 100 1294.40 –0.73% –27.3% 1402.44 0.16% –40.1%

4.18% 13 Euro Stoxx Small 200 93.80 –1.75% –52.0% 88.09 –0.87% –60.5% 3.81% 8 Islamic Turkey -c % % % %

7.24% 7 Stoxx Select Dividend 30 941.30 –1.82% –62.0% 1019.90 –0.94% –68.7% 3.44% 9 Wilshire 5000 % % 6935.38 0.13% –46.9%

6.50% 11 Euro Stoxx Select Div 30 995.30 –1.43% –63.4% 1082.60 –0.55% –69.8% % DJ-AIG Commodity 115.10 0.16% –40.3% 105.83 1.06% –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 1.5660 2.2161 1.3574 0.1699 0.0438 0.2213 0.0160 0.3691 1.9814 0.2660 1.2170 ...

 Canada 1.2869 1.8210 1.1154 0.1396 0.0360 0.1818 0.0132 0.3033 1.6282 0.2185 ... 0.8217

 Denmark 5.8882 8.3324 5.1035 0.6388 0.1647 0.8319 0.0602 1.3878 7.4500 ... 4.5757 3.7599

 Euro 0.7904 1.1184 0.6850 0.0857 0.0221 0.1117 0.0081 0.1863 ... 0.1342 0.6142 0.5047

 Israel 4.2429 6.0041 3.6774 0.4603 0.1186 0.5995 0.0434 ... 5.3683 0.7206 3.2971 2.7093

 Japan 97.8050 138.4039 84.7714 10.6101 2.7350 13.8189 ... 23.0517 123.7478 16.6103 76.0034 62.4534

 Norway 7.0776 10.0155 6.1344 0.7678 0.1979 ... 0.0724 1.6681 8.9549 1.2020 5.4999 4.5194

 Russia 35.7607 50.6050 30.9952 3.8794 ... 5.0527 0.3656 8.4285 45.2462 6.0733 27.7893 22.8350

 Sweden 9.2181 13.0445 7.9897 ... 0.2578 1.3024 0.0942 2.1726 11.6632 1.5655 7.1633 5.8862

 Switzerland 1.1538 1.6327 ... 0.1252 0.0323 0.1630 0.0118 0.2719 1.4598 0.1959 0.8966 0.7367

 U.K. 0.7067 ... 0.6125 0.0767 0.0198 0.0998 0.0072 0.1666 0.8941 0.1200 0.5491 0.4512

 U.S. ... 1.4151 0.8667 0.1085 0.0280 0.1413 0.0102 0.2357 1.2652 0.1698 0.7771 0.6385

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 361.50 3.00 0.84% 822.00 315.75
Soybeans (cents/bu.) CBOT 867.00 15.00 1.76 1,644.50 786.50
Wheat (cents/bu.) CBOT 527.00 12.00 2.33 1,190.00 484.25
Live cattle (cents/lb.) CME 82.450 –1.450 –1.73% 119.200 82.150
Cocoa ($/ton) ICE-US 2,272 7 0.31 3,214 1,910
Coffee (cents/lb.) ICE-US 107.20 –1.50 –1.38 181.50 105.00
Sugar (cents/lb.) ICE-US 12.78 –0.05 –0.39 15.95 9.94
Cotton (cents/lb.) ICE-US 41.43 0.05 0.12 100.46 40.25
Crude palm oil (ringgit/ton) MDEX 1,940.00 34 1.78 3,645 1,360
Cocoa (pounds/ton) LIFFE 1,755 –1 –0.06 2,023 1,005
Robusta coffee ($/ton) LIFFE 1,501 –10 –0.66 2,390 1,488

Copper (cents/lb.) COMEX 168.90 3.55 2.15 388.00 127.10
Gold ($/troy oz.) COMEX 942.70 14.90 1.61 1,050.00 689.70
Silver (cents/troy oz.) COMEX 1333.30 21.30 1.62 2,130.00 865.00
Aluminum ($/ton) LME 1,328.00 –12.00 –0.90 3,340.00 1,288.00
Tin ($/ton) LME 11,200.00 400.00 3.70 25,450.00 9,750.00
Copper ($/ton) LME 3,724.00 60.00 1.64 8,811.00 2,815.00
Lead ($/ton) LME 1,197.00 31.00 2.66 3,140.00 870.00
Zinc ($/ton) LME 1,245.00 30.00 2.47 2,669.00 1,065.00
Nickel ($/ton) LME 9,850 unch. unch. 33,375 9,000

Crude oil ($/bbl.) NYMEX 45.52 1.91 4.38 141.45 37.12
Heating oil ($/gal.) NYMEX 1.2294 0.0696 6.00 4.2500 1.1350
RBOB gasoline ($/gal.) NYMEX 1.3322 0.0195 1.49 3.6891 1.0093
Natural gas ($/mmBtu) NYMEX 3.945 –0.143 –3.50 12.002 3.916
Brent crude ($/bbl.) ICE-EU 45.94 1.16 2.59 144.55 40.52
Gas oil ($/ton) ICE-EU 372.75 –1.50 –0.40 1,350.75 362.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on March 6
Per In

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

Argentina peso-a 4.5913 0.2178 3.6288 0.2756

Brazil real 3.0062 0.3326 2.3760 0.4209

Canada dollar 1.6282 0.6142 1.2869 0.7771
1-mo. forward 1.6280 0.6142 1.2867 0.7772

3-mos. forward 1.6260 0.6150 1.2851 0.7781
6-mos. forward 1.6224 0.6164 1.2823 0.7799

Chile peso 768.96 0.001300 607.75 0.001645
Colombia peso 3239.99 0.0003086 2560.75 0.0003905

Ecuador US dollar-f 1.2652 0.7904 1 1
Mexico peso-a 19.3316 0.0517 15.2789 0.0654

Peru sol 4.0969 0.2441 3.2380 0.3088
Uruguay peso-e 30.556 0.0327 24.150 0.0414

U.S. dollar 1.2652 0.7904 1 1
Venezuela bolivar 2.72 0.368070 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9814 0.5047 1.5660 0.6386
China yuan 8.6539 0.1156 6.8397 0.1462

Hong Kong dollar 9.8120 0.1019 7.7550 0.1289
India rupee 65.4008 0.0153 51.6900 0.0193

Indonesia rupiah 15196 0.0000658 12010 0.0000833
Japan yen 123.75 0.008081 97.81 0.010224

1-mo. forward 123.69 0.008085 97.76 0.010230
3-mos. forward 123.50 0.008097 97.61 0.010245

6-mos. forward 123.13 0.008121 97.32 0.010276
Malaysia ringgit-c 4.7036 0.2126 3.7175 0.2690

New Zealand dollar 2.5142 0.3977 1.9871 0.5033
Pakistan rupee 101.789 0.0098 80.450 0.0124

Philippines peso 61.200 0.0163 48.370 0.0207
Singapore dollar 1.9564 0.5111 1.5463 0.6467

South Korea won 1956.08 0.0005112 1546.00 0.0006468
Taiwan dollar 43.873 0.02279 34.676 0.02884
Thailand baht 45.606 0.02193 36.045 0.02774

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

Euro zone euro 1 1 0.7904 1.2653

1-mo. forward 1.0001 0.9999 0.7904 1.2651

3-mos. forward 1.0000 1.0000 0.7903 1.2653

6-mos. forward 0.9992 1.0008 0.7897 1.2663

Czech Rep. koruna-b 27.752 0.0360 21.934 0.0456

Denmark krone 7.4500 0.1342 5.8882 0.1698

Hungary forint 314.09 0.003184 248.24 0.004028

Norway krone 8.9549 0.1117 7.0776 0.1413

Poland zloty 4.7270 0.2116 3.7360 0.2677

Russia ruble-d 45.246 0.02210 35.761 0.02796

Sweden krona 11.6632 0.0857 9.2181 0.1085

Switzerland franc 1.4598 0.6850 1.1538 0.8667

1-mo. forward 1.4588 0.6855 1.1530 0.8673

3-mos. forward 1.4562 0.6867 1.1509 0.8689

6-mos. forward 1.4514 0.6890 1.1471 0.8718

Turkey lira 2.2666 0.4412 1.7915 0.5582

U.K. pound 0.8941 1.1184 0.7067 1.4151

1-mo. forward 0.8942 1.1183 0.7067 1.4150

3-mos. forward 0.8942 1.1183 0.7067 1.4150

6-mos. forward 0.8938 1.1188 0.7064 1.4156

MIDDLE EAST/AFRICA
Bahrain dinar 0.4769 2.0967 0.3770 2.6529

Egypt pound-a 7.0981 0.1409 5.6100 0.1783

Israel shekel 5.3683 0.1863 4.2429 0.2357

Jordan dinar 0.8971 1.1147 0.7090 1.4104

Kuwait dinar 0.3751 2.6656 0.2965 3.3727

Lebanon pound 1907.36 0.0005243 1507.50 0.0006634

Saudi Arabia riyal 4.7454 0.2107 3.7506 0.2666

South Africa rand 13.3168 0.0751 10.5250 0.0950

United Arab dirham 4.6479 0.2152 3.6735 0.2722

SDR -f 0.8609 1.1616 0.6804 1.4698

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 11 EUROPE DJ Stoxx 600 159.52 –2.07 –1.28% –19.0% –48.2%

 12 DJ Stoxx 50 1629.18 –17.54 –1.07 –21.1% –46.7%

 9 Euro Zone DJ Euro Stoxx 170.17 –2.88 –1.66 –23.6% –50.5%

 8 DJ Euro Stoxx 50 1817.24 –35.01 –1.89 –25.9% –49.2%

 4 Austria ATX 1419.03 –27.04 –1.87 –19.0% –61.5%

 4 Belgium Bel-20 1527.27 –24.91 –1.60 –20.0% –58.0%

 5 Czech Republic PX 643.4 3.7 0.58% –25.0% –56.2%

 9 Denmark OMX Copenhagen 193.26 –6.50 –3.25 –14.6% –51.9%

 7 Finland OMX Helsinki 4110.31 –106.37 –2.52 –23.9% –59.2%

 7 France CAC-40 2534.45 –35.18 –1.37 –21.2% –45.1%

 10 Germany DAX 3666.41 –29.08 –0.79 –23.8% –43.7%

 … Hungary BUX 9880.37 286.84 2.99 –19.3% –55.6%

 4 Ireland ISEQ 1949.63 –69.76 –3.45 –16.8% –68.3%

 4 Italy S&P/MIB 12895 –628 –4.64 –33.7% –59.9%

 6 Netherlands AEX 199.50 –1.08 –0.54 –18.9% –54.1%

 6 Norway All-Shares 244.20 0.22 0.09 –9.6% –49.0%

 17 Poland WIG 22948.51 401.20 1.78 –15.7% –49.9%

 10 Portugal PSI 20 5776.36 27.42 0.48 –8.9% –46.1%

 … Russia RTSI 576.39 17.30 3.09% –8.8% –71.4%

 6 Spain IBEX 35 6936.9 –89.0 –1.27% –24.6% –45.3%

 15 Sweden OMX Stockholm 186.64 –1.05 –0.56 –8.6% –39.1%

 8 Switzerland SMI 4311.61 –78.57 –1.79 –22.1% –39.9%

 … Turkey ISE National 100 23220.02 184.07 0.80 –13.6% –44.1%

 8 U.K. FTSE 100 3530.73 0.87 0.02 –20.4% –38.1%

 9 ASIA-PACIFIC DJ Asia-Pacific 75.13 –1.23 –1.61 –19.7% –47.4%

 … Australia SPX/ASX 200 3145.5 –43.0 –1.35 –15.5% –40.2%

 17 China CBN 600 18768.01 –146.52 –0.77 27.1% –49.2%

 9 Hong Kong Hang Seng 11921.52 –289.72 –2.37 –17.1% –47.0%

 10 India Sensex 8325.82 127.90 1.56 –13.7% –47.9%

 … Japan Nikkei Stock Average 7173.10 –260.39 –3.50 –19.0% –43.9%

 … Singapore Straits Times 1513.12 –5.52 –0.36 –14.1% –47.2%

 11 South Korea Kospi 1055.03 –3.15 –0.30 –6.2% –36.6%

 8 AMERICAS DJ Americas 174.25 0.01 0.01 –22.9% –48.2%

 … Brazil Bovespa 37105.09 –263.84 –0.71 –1.2% –40.0%

 11 Mexico IPC 17043.44 –321.58 –1.85 –23.8% –40.4%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of March 6, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.30% 9 ALL COUNTRY (AC) WORLD* 175.46 –2.83%–22.9% –52.6%

4.30% 9 World (Developed Markets) 700.46 –3.04%–23.9% –51.9%

3.90% 10 World ex-EMU 83.11 –2.79%–22.8% –50.1%

4.10% 10 World ex-UK 701.52 –3.02%–24.1% –51.2%

5.40% 7 EAFE 935.58 –1.79%–24.4% –54.8%

4.30% 7 Emerging Markets (EM) 488.15 –1.08%–13.9% –58.2%

6.20% 7 EUROPE 56.39 –3.60%–18.8% –49.4%

7.00% 6 EMU 99.68 –4.47%–29.8% –60.1%

6.30% 7 Europe ex-UK 61.31 –3.86%–21.0% –49.6%

8.60% 5 Europe Value 58.57 –5.30%–24.5% –54.8%

4.20% 10 Europe Growth 52.32 –2.17%–13.4% –43.9%

5.70% 7 Europe Small Cap 92.04 –2.85% –8.8% –52.6%

5.30% 3 EM Europe 136.66 –2.62%–14.0% –66.8%

6.00% 6 UK 1,042.75 –3.25%–20.7% –40.4%

5.50% 7 Nordic Countries 82.56 –4.25%–15.8% –55.9%

4.00% 3 Russia 374.47 –2.29% –9.2% –72.2%

5.00% 9 South Africa 505.21 –0.93%–12.7% –32.1%

5.30% 8 AC ASIA PACIFIC EX-JAPAN 208.76 –0.22%–15.6% –56.9%

2.90% 10 Japan 455.16 1.29%–14.1% –45.9%

3.50% 9 China 36.21 –0.58%–11.2% –51.1%

2.00% 9 India 315.01 –2.87%–14.7% –56.6%

2.20% 8 Korea 292.24 0.17% –4.8% –37.3%

8.60% 8 Taiwan 175.50 2.32% 1.2% –46.4%

3.30% 13 US BROAD MARKET 743.18 –4.38%–24.3% –48.7%

2.70% 49 US Small Cap 884.78 –5.58%–29.0% –51.1%

4.10% 8 EM LATIN AMERICA 1,905.36 –2.38% –8.3% –57.4%

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

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

Acciona shifts balance
Pursuing incentives,
Spanish firm focuses
on renewable energy

U.S. defense contractors
face crackdown on costs

By Bernd Radowitz

MADRID—Spanish conglomer-
ate Acciona SA is shuffling opera-
tions to focus on renewable energy
in a move to capitalize on eco-
friendly government incentives in
the U.S. and the European Union, as
the recession batters its real-estate,
energy and infrastructure busi-
nesses.

The timing is precarious. While
governments are offering tax cred-
its and other incentives that should
create value for shareholders, Ac-
ciona is weighed down by a still-
hefty debt load. The success of its
strategy depends on its ability to
build additional capacity.

The company also lags behind its
peers in the renewable-energy sec-
tor, especially in the U.S., where
most of the new wind power is ex-
pected to be added in coming years.

Acciona has sharply boosted its
renewable-energy generation capac-
ity thanks to a recent deal to sell its
25% stake in Spanish power com-
pany Endesa SA to Italy’s Enel SpA,
which already owned a 67% stake in
Endesa.

As part of the Œ11.11 billion
($13.95 billion) deal with Enel,
agreed on last month, Acciona will
receive 2,105 megawatts in renew-
able-energy generation capacity
from Endesa. Of that amount, 1,248
megawatts are in wind power. The
added capacity will boost Acciona’s
overall wind-power capacity to
5,814 megawatts, making it the
world’s third-largest wind-power
producer after Spain’s Iberdrola
Renovables SA and FPL Energy, a
unit of U.S.-based FPL Group Inc.

The EU aims to reach 20% of pri-
mary energy consumption from re-
newablesby2020.Eachofthebloc’s27
member countries has different legis-
lationonhowtoboostrenewablesout-
put,but mostapplysomekindofguar-
anteed minimum tariff for electricity
from renewable sources.

Meanwhile, President Barack
ObamaaimstodoubleU.S.renewable-

energy generation capacity within
three years. Toward that goal, Con-
gress in February approved a mixture
of tax credits, grants, loans and loan
guarantees that will benefit compa-
nies suchas Acciona.

In tandem with the focus on re-
newables, Acciona has been greatly
reducing the weight of its real-es-
tate, infrastructure and transporta-
tion units, which recently have per-
formed poorly due to the rapid dete-
rioration in Spain’s economy. The de-
cline in these areas has punished Ac-
ciona’s share price, which has
plunged 50% in the past 12 months.

In 2006, energy made up 38% of
Acciona’s earnings before interest,
taxes, depreciation and amortiza-
tion, a key figure watched by ana-
lysts that cuts out the effect of ex-
penses and gains. After the sale of
the Endesa stake, Acciona estimates
that energy will jump to 73% of
Ebitda, almost all of that in renew-
able energy.

The company said it plans to in-
vest about Œ2.2 billion this year,
mostly in renewable energy, slightly
more than the Œ2.18 it invested last
year excluding Endesa.

*Earnings before interest, taxes, depreciation and amortization. Figures 
for 2009 are estimates and include assets to be acquired  

Source: the company

Going green
Acciona is reshuffling to focus on renewable 
energy to capitalize on European and U.S. 
government incentives. Acciona’s earnings*
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Acciona Tatanka 180 MW wind
park stretching from North
Dakota to South Dakota

CORPORATE NEWS

By August Cole

WASHINGTON—U.S. President
Barack Obama fired a surprise
broadside at the defense industry,
saying he intends to clamp down on
practices that have resulted in bil-
lions of dollars in cost overruns and
delays in recent years.

At a time when Washington faces
the prospect of bailing out multiple
sectors of the economy, contractors’
cost overruns are showing up on the
radar of many in the capital. And the
Pentagon, which spends about
$330 billion a year to buy everything
from fighters to paper clips, is a partic-
ular focus of the new administration.

Mr. Obama has singled out the de-
fense industry as one of the most
wasteful. Last year, the Government
Accountability Office found that 95
major Defense Department weapons
contracts were over budget by a total
of $295 billion—though some point
out that the GAO’s figure includes le-
gitimate changes to some contracts.

“In this time of great challenges,
I recognize the real choice between
investments that are designed to
keep the American people safe and
those that are designed to make a de-
fense contractor rich,” the presi-
dent said Wednesday.

Whether Mr. Obama’s rhetoric
translates into action will be known
in April, when the Defense Depart-
ment releases a 2010 detailed bud-
get, which once was thought to be ef-
fectively off limits for big changes
by the new administration.

One high-profile example of cost
overruns is the Marine One helicop-
ter that is supposed to start ferrying
Mr. Obama from the south lawn of
the White House beginning in 2011.
At a Feb. 23 news conference on the
economic crisis, Mr. Obama called
the program “an example of the pro-
curement process gone amok” and
said he thought the current fleet
could suffice.

Lockheed Martin Corp. un-
seated incumbent United Technolo-
gies Corp.’s Sikorsky Aircraft for the
chance to build the helicopter in

2005. At the time, the contract to
build 23 helicopters was valued at
$6.1 billion. On its current course,
the VH-71 program would cost tax-
payers about $13.2 billion for 28 heli-
copters, according to a person famil-
iar with the situation. That works
out to about $470 million apiece,
greater than the modified Boeing
747 that serves as Air Force One.

However, a tough Pentagon re-
view triggered by cost overruns
could result in a major restructuring
or even cancellation of the project.

To be sure, the government has
radically altered its specifications
for the craft, requiring major rede-
signs of key components. But Lock-
heed and its partner, Agusta West-
land, a unit of Italy’s Finmeccanica
Spa, have had their share of costly
setbacks attributable to their fail-
ure to accurately estimate the com-
plexity of such a task. Budget cuts
also led to delays.

Jeff Bantle, who heads Lock-
heed’s VH-71 program, said the first
five choppers are almost done and
will be delivered in April or May. Ex-
cluding research and development,
they will cost about $120 million
each, and a full fleet could be
bought for the original value of the
contract, he said. “We’ll build what-
ever the president and the Navy say
they need to do the mission,” Mr.
Bantle said.

A Navy spokesman declined to
comment, citing the Pentagon re-
view.

A decision about the helicopters,
which will be in service for decades,
underscores the long-term conse-
quences that will result from budget-
driven decisions on weapons spend-
ing.

Tradeoffs between affordability
and capability drive the increas-
ingly public sparring over further
spending on big-ticket weapons pro-
grams—such as Lockheed’s F-22
fighters that cost the Air Force at
least $143 million each, missile-de-
fense systems, and Boeing Co. and
SAIC Inc.’s more than $200 billion
Army modernization effort, called
Future Combat Systems.

By Dana Cimilluca

And Christoph Rauwald

The chairman of Continental
AG’s supervisory board, Hubertus
von Gruenberg, resigned abruptly
on Friday, the latest twist in the ill-
fatedinvestmentin theGermanauto-
parts supplier by Schaeffler Group.

Though Continental said Mr. von
Gruenberg resigned for “personal
reasons,” he made his disagreement
with Schaeffler clear following a
meeting of Continental’s board in
Frankfurt.

“Schaeffler has breached the
spirit…and content of our investor
agreement,” Mr. von Gruenberg told
reporters, adding that there is a risk
Continental will “be roped in” by the
problems embroiling the family-
owned German ball-bearings maker.

Schaeffler Group, which has been
poised to move someone else into the
chairmanship, took on debt of Œ11 bil-
lion ($13.9 billion) when it bought a
roughly 90%stake in Continental just
as global auto demand collapsed. Un-
able to handle that burden, the

Schaeffler family may be forced this
month to turn over the bulk of its
stake in the group to a collection of
banks that financed the deal, people
familiar with the matter say.

The banks, which include U.K.
government-controlled Royal Bank
of Scotland Group PLC and Germa-
ny’s Commerzbank AG, are likely to
end up with a combination of Schaef-
fler debt and equity that could be
worth as little as 50 cents on the dol-
lar, one of the people said.

Bearing the brunt of the debacle
would be the Schaeffler family it-
self. Led by Maria-Elisabeth Schaef-
fler, widow of the company’s co-
founder, the family’s wealth was esti-
mated by Forbes magazine at nearly
$9 billion in 2007, a fortune that
would be largely wiped out as a re-
sult of the restructuring, the people
said.

A Schaeffler spokesman dis-
missed the possibility of such a re-
structuring, calling it “speculation.”
Schaeffler is in compliance with the
terms of the loans and hasn’t broken
any covenants, he added.
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n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 02/27 USD 33.14 –2.9 –52.8 –26.3
LG Asian Plus AS EQ CYM 02/27 USD 34.48 –8.8 –54.0 –22.7
LG Asian SmallerCo's AS EQ BMU 03/04 USD 50.13 –9.1 –61.5 –40.8
LG India EA EQ MUS 02/27 USD 27.23 –14.7 –63.0 –28.1
Siberian Investment Co EE EQ IRL 02/20 USD 21.81 34.4 –73.2 –46.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 03/04 EUR 20.78 –20.8 –67.0 –47.6
MP-TURKEY.SI OT OT SVN 03/04 EUR 18.01 –7.8 –53.7 –34.4

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 03/04 NA 8.72 0.0 –37.2 –18.3
Parex Caspian Sea Eq EU EQ LVA 03/04 EUR 2.04 –2.9 –77.5 –54.4
Parex Eastern Europ Bd EU BD LVA 03/04 USD 8.72 0.0 –37.2 –18.3
Parex Russian Eq EE EQ LVA 03/04 USD 8.53 –1.5 –71.7 –41.2

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 03/05 USD 91.45 –17.5 –56.5 –25.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 03/05 USD 87.65 –17.7 –57.0 –25.7
PF (LUX)-Biotech-Pca OT EQ LUX 03/04 USD 252.84 –11.3 –19.7 –4.2
PF (LUX)-CHF Liq-Pca CH MM LUX 03/04 CHF 123.96 0.0 1.3 1.6
PF (LUX)-CHF Liq-Pdi CH MM LUX 03/04 CHF 93.57 0.0 1.3 1.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 03/04 USD 74.74 –8.1 –36.0 –17.6
PF (LUX)-East Eu-Pca EU EQ LUX 03/04 EUR 126.37 –5.4 –69.5 –44.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 03/05 USD 80.09 –14.0 –61.2 –28.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 03/05 USD 268.02 –11.9 –60.2 –27.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 03/04 EUR 65.25 –14.7 –44.0 –29.6
PF (LUX)-EUR Bds-Pca EU BD LUX 03/04 EUR 367.56 –1.6 –0.3 –0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 03/04 EUR 279.71 –1.6 –0.3 –0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 03/04 EUR 123.45 –1.2 –6.8 –3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 03/04 EUR 86.79 –1.2 –6.8 –3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 03/04 EUR 93.14 3.3 –28.2 –21.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 03/04 EUR 53.99 3.3 –28.2 –21.4
PF (LUX)-EUR Liq-Pca EU MM LUX 03/04 EUR 135.12 0.4 3.4 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 03/04 EUR 97.38 0.4 3.4 3.4
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 03/04 EUR 102.16 0.3 NS NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 03/04 EUR 100.80 0.3 NS NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 03/04 EUR 266.10 –13.0 –46.9 –33.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 03/04 EUR 85.60 –15.4 –45.1 –33.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 03/04 USD 187.28 –1.1 –7.5 –1.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 03/04 USD 127.40 –1.1 –7.5 –1.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 03/02 USD 11.05 –13.6 –48.9 –31.0
PF (LUX)-Gr China-Pca AS EQ LUX 03/05 USD 190.12 –10.6 –48.8 –15.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 03/05 USD 151.35 –21.0 –63.0 –25.6
PF (LUX)-Jap Index-Pca JP EQ LUX 03/05 JPY 6994.90 –14.1 –42.4 –33.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 03/05 JPY 6180.14 –15.4 –44.6 –37.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 03/05 JPY 6025.87 –15.4 –44.9 –38.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 03/05 JPY 3363.28 –14.3 –41.3 –35.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 03/05 USD 131.65 –16.8 –53.0 –25.7
PF (LUX)-Piclife-Pca CH BA LUX 03/04 CHF 654.89 –5.0 –17.4 –12.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 03/04 EUR 38.48 –12.8 –40.7 –30.9
PF (LUX)-Rus Eq-Pca OT OT LUX 03/04 USD 21.17 –7.3 –76.9 NS
PF (LUX)-Security-Pca GL EQ LUX 03/04 USD 65.03 –9.0 –32.1 –19.9
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 03/04 EUR 312.79 –4.1 –42.4 –30.1
PF (LUX)-US Eq-Ica US EQ LUX 03/04 USD 68.34 –16.3 –41.4 –23.3
PF (LUX)-USA Index-Pca US EQ LUX 03/04 USD 57.42 –20.8 –45.3 –27.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 03/04 USD 511.18 –3.6 5.0 6.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 03/04 USD 375.09 –3.6 5.0 6.6
PF (LUX)-USD Liq-Pca US MM LUX 03/04 USD 130.40 0.2 1.9 3.1
PF (LUX)-USD Liq-Pdi US MM LUX 03/04 USD 85.15 0.2 1.9 3.1
PF (LUX)-USD Sov Liq-Pca OT OT LUX 03/04 USD 101.45 0.1 NS NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 03/04 USD 100.73 0.1 NS NS
PF (LUX)-Water-Pca GL EQ LUX 03/04 EUR 93.76 –9.0 –32.3 –20.8
PF (LUX)-WldGovBds-Pca GL BD LUX 03/05 USD 150.12 –8.9 –3.9 4.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 03/05 USD 124.26 –8.9 –3.9 4.6
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 03/04 USD 30.49 –26.5 NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 03/04 USD 7.17 –8.5 –38.4 –28.6
Japan Fund USD JP EQ IRL 03/05 USD 11.73 –20.1 –25.0 –18.9

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 02/25 USD 53.98 –6.4 –60.4 –25.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 03/04 EUR 462.20 –18.0 –43.2 NS
Core Eurozone Eq B EU EQ IRL 03/04 EUR 526.13 –20.0 NS NS
Euro Fixed Income A EU BD IRL 03/04 EUR 1078.71 –4.7 –14.1 –8.4
Euro Fixed Income B EU BD IRL 03/04 EUR 1145.92 –4.6 –13.6 –7.9
Euro Small Cap A EU EQ IRL 03/04 EUR 785.07 –7.4 –48.2 –37.4
Euro Small Cap B EU EQ IRL 03/04 EUR 836.81 –7.3 –47.9 –37.0
Eurozone Agg Eq A EU EQ IRL 03/04 EUR 419.24 –15.6 –46.9 NS
Eurozone Agg Eq B EU EQ IRL 03/04 EUR 599.52 –15.6 –46.6 –32.5
Glbl Bd (EuroHdg) A GL BD IRL 03/04 EUR 1183.67 –1.1 –8.8 –4.3
Glbl Bd (EuroHdg) B GL BD IRL 03/04 EUR 1250.19 –1.0 –8.1 –3.7
Glbl Bd A EU BD IRL 03/04 EUR 1015.93 3.6 1.5 –2.5
Glbl Bd B EU BD IRL 03/04 EUR 1076.22 3.7 2.1 –1.9
Glbl Real Estate A OT EQ IRL 03/04 USD 466.17 –30.1 –60.3 –43.1
Glbl Real Estate B OT EQ IRL 03/04 USD 478.23 –30.0 –60.1 –42.8
Glbl Real Estate EH-A OT EQ IRL 03/04 EUR 453.64 –27.7 –57.1 –42.9
Glbl Real Estate SH-B OT EQ IRL 03/04 GBP 42.76 –27.9 –57.0 –42.2
Glbl Strategic Yield A EU BD IRL 03/04 EUR 1117.33 –1.2 –23.5 –13.7
Glbl Strategic Yield B EU BD IRL 03/04 EUR 1189.69 –1.1 –23.1 –13.1
Japan Equity A JP EQ IRL 03/04 JPY 8640.00 –16.4 –45.3 –36.6
Japan Equity B JP EQ IRL 03/04 JPY 9164.00 –16.3 –44.9 –36.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 03/04 USD 1064.21 –17.3 –54.7 –28.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 03/04 USD 1130.12 –17.2 –54.4 –27.7
Pan European Eq A EU EQ IRL 03/04 EUR 618.27 –14.0 –46.8 –32.4
Pan European Eq B EU EQ IRL 03/04 EUR 655.84 –13.9 –46.6 –32.0
US Equity A US EQ IRL 03/04 USD 538.42 –19.5 –47.7 –28.1
US Equity B US EQ IRL 03/04 USD 573.66 –19.4 –47.4 –27.7
US Small Cap A US EQ IRL 03/04 USD 769.12 –23.5 –48.9 –31.4
US Small Cap B US EQ IRL 03/04 USD 819.93 –23.4 –48.6 –31.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 03/05 SEK 52.24 –13.2 –46.8 –33.1
Choice Japan Fd JP EQ LUX 03/05 JPY 38.60 –14.1 –42.1 –35.2
Choice Jpn Chance/Risk JP EQ LUX 03/05 JPY 38.45 –14.1 –48.7 –35.4
Choice NthAmChance/Risk US EQ LUX 03/05 USD 2.45 –12.7 –48.1 –28.3
Europe 2 Fd EU EQ LUX 03/05 EUR 0.59 –14.3 –52.0 –34.7
Europe 3 Fd EU EQ LUX 03/05 GBP 2.30 –23.0 –44.9 –25.8
Global Chance/Risk Fd GL EQ LUX 03/05 EUR 0.43 –8.9 –38.2 –27.3
Global Fd GL EQ LUX 03/05 USD 1.31 –21.2 –50.7 –29.9
Intl Mixed Fd -C- NO BA LUX 03/05 USD 19.02 –17.2 –39.7 –20.6
Intl Mixed Fd -D- NO BA LUX 03/05 USD 13.42 –17.2 –39.7 –19.5
Wireless Fd OT EQ LUX 03/05 EUR 0.09 –3.7 –42.6 –24.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 03/05 USD 3.93 –13.3 –50.5 –24.3
Currency Alpha EUR -IC- OT OT LUX 03/05 EUR 10.69 –2.0 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 03/05 EUR 10.63 –2.1 5.7 3.1
Currency Alpha SEK -ID- OT OT LUX 03/05 SEK 103.29 –2.2 5.9 NS
Currency Alpha SEK -RC- OT OT LUX 03/05 SEK 123.04 –2.1 5.7 3.1
Generation Fd 80 OT OT LUX 03/05 SEK 6.06 –5.1 –28.0 NS

Nordic Focus EUR NO EQ LUX 03/05 EUR 45.00 –9.8 –47.2 NS
Nordic Focus NOK NO EQ LUX 03/05 NOK 49.97 –9.8 –47.2 NS
Nordic Focus SEK NO EQ LUX 03/05 SEK 55.46 –9.8 –47.2 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 03/05 USD 1.14 –18.2 –47.3 –28.9
Ethical Global Fd GL EQ LUX 03/05 USD 0.48 –22.3 –50.8 –31.3
Ethical Sweden Fd NO EQ LUX 03/05 SEK 26.18 –8.9 –34.7 –23.7
Europe Fd EU EQ LUX 03/05 USD 1.25 –9.1 –40.4 –26.9
Index Linked Bd Fd SEK OT BD LUX 03/05 SEK 13.16 0.7 3.1 3.6
Medical Fd OT EQ LUX 03/05 USD 2.38 –16.8 –33.1 –18.2
Short Medium Bd Fd SEK NO MM LUX 03/05 SEK 9.21 0.6 3.1 3.0
Technology Fd OT EQ LUX 03/05 USD 1.45 –7.1 –39.6 –21.2
World Fd NO BA LUX 03/05 USD 1.31 –20.9 –48.3 –23.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 03/05 EUR 1.27 0.3 2.0 2.0
Short Bond Fd SEK NO MM LUX 03/05 SEK 21.75 0.9 3.0 3.0
Short Bond Fd USD US MM LUX 03/05 USD 2.49 –0.2 1.2 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 03/05 SEK 9.92 –1.4 –3.6 –1.2
Alpha Bond Fd SEK -B- NO BD LUX 03/05 SEK 8.90 –1.4 –3.6 –1.2
Alpha Bond Fd SEK -C- NO BD LUX 03/05 SEK 24.84 –1.5 –3.7 –1.4
Alpha Bond Fd SEK -D- NO BD LUX 03/05 SEK 8.27 –1.5 –3.7 –1.4
Alpha Short Bd SEK -A- NO MM LUX 03/05 SEK 10.93 1.1 3.4 3.2
Alpha Short Bd SEK -B- NO MM LUX 03/05 SEK 10.25 1.1 3.4 3.2
Alpha Short Bd SEK -C- NO MM LUX 03/05 SEK 21.38 1.1 3.3 3.1
Alpha Short Bd SEK -D- NO MM LUX 03/05 SEK 8.89 1.1 3.3 3.1
Bond Fd SEK -C- NO BD LUX 03/05 SEK 41.90 0.8 9.4 5.7
Bond Fd SEK -D- NO BD LUX 03/05 SEK 12.57 0.8 8.1 5.1
Corp. Bond Fd EUR -C- EU BD LUX 03/05 EUR 1.04 –4.3 –12.4 –6.7
Corp. Bond Fd EUR -D- EU BD LUX 03/05 EUR 0.82 –4.3 –12.8 –6.9
Corp. Bond Fd SEK -C- NO BD LUX 03/05 SEK 10.29 –4.2 –15.4 –8.3
Corp. Bond Fd SEK -D- NO BD LUX 03/05 SEK 8.08 –4.2 –15.2 –8.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 03/05 EUR 103.84 0.0 3.8 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 03/05 EUR 103.46 –0.1 3.4 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 03/05 SEK 1197.16 –0.1 3.4 NS
Flexible Bond Fd -C- NO BD LUX 03/05 SEK 21.12 1.2 6.3 4.4
Flexible Bond Fd -D- NO BD LUX 03/05 SEK 11.96 1.2 6.3 4.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 03/05 SEK 78.76 –1.6 –23.2 –13.9
Global Hedge I SEK -D- OT OT LUX 03/05 SEK 71.97 –1.6 –25.4 –15.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 03/05 USD 1.35 –12.0 –54.6 –20.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 03/05 SEK 17.83 6.2 –37.0 –22.6
Europe Chance/Risk Fd EU EQ LUX 03/05 EUR 661.10 –13.3 –54.7 –36.5

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

n WWW.SGAM.COM
SGAM FUND
Bonds CHF A OT OT LUX 01/19 CHF 27.92 –1.0 5.3 2.5
Bonds ConvEurope A OT OT LUX 03/03 EUR 26.59 –6.2 –9.1 –1.1
Bonds Eur Corp A OT OT LUX 03/03 EUR 21.11 1.8 –4.4 –2.9
Bonds Eur Hi Yld A OT OT LUX 03/03 EUR 13.35 0.4 –30.6 –22.3
Bonds EURO A OT OT LUX 03/03 EUR 39.52 0.1 4.0 3.4
Bonds Europe A OT OT LUX 03/04 EUR 37.82 –0.2 3.2 2.4
Bonds US MtgBkSec A OT OT LUX 03/04 USD 25.58 –0.2 3.2 2.1
Bonds US OppsCoreplus A OT OT LUX 03/03 USD 31.86 1.0 –0.8 3.1
Bonds World A OT OT LUX 03/03 USD 36.73 –7.8 –7.6 4.0

Eq. China A OT OT LUX 03/04 USD 13.28 –11.2 –50.5 –16.6
Eq. ConcentratedEuropeA OT OT LUX 03/04 EUR 17.88 –13.2 –47.7 –33.3
Eq. Eastern Europe A OT OT LUX 03/04 EUR 11.77 –11.0 –68.0 –42.5
Eq. Equities Global Energy OT OT LUX 03/04 USD 12.27 –13.9 –50.3 –18.1
Eq. Euroland A OT OT LUX 03/04 EUR 7.45 –18.7 –46.9 –32.7
Eq. Euroland MidCapA OT OT LUX 03/04 EUR 12.58 –12.7 –50.3 –36.2
Eq. EurolandCyclclsA OT OT LUX 03/03 EUR 11.59 –15.6 –46.9 –27.4
Eq. EurolandFinancialA OT OT LUX 03/04 EUR 5.74 –31.9 –61.8 –46.7
Eq. Glbl Emg Cty A OT OT LUX 03/04 USD 5.13 –14.3 –58.8 –26.3
Eq. Global A OT OT LUX 03/04 USD 17.12 –18.6 –49.5 –30.8
Eq. Global Technol A OT OT LUX 03/04 USD 3.35 –8.2 –42.3 –30.4
Eq. Gold Mines A OT OT LUX 03/04 USD 19.71 –5.7 –43.5 –11.8
Eq. Japan Sm Cap A OT OT LUX 03/04 JPY 814.21 –10.1 –38.5 –42.0
Eq. Japan Target A OT OT LUX 11/26 JPY 1485.42 –8.2 –19.2 –22.7
Eq. Pacific A OT OT LUX 03/04 USD 5.37 –15.9 –54.0 –24.7
Eq. US ConcenCore A OT OT LUX 03/04 USD 14.83 –8.7 –35.7 –21.5
Eq. US Lg Cap Gr A OT OT LUX 03/04 USD 9.79 –9.2 –45.5 –26.7
Eq. US Mid Cap A OT OT LUX 03/04 USD 17.59 –12.2 –47.9 –25.9
Eq. US Multi Strg A OT OT LUX 03/03 USD 12.94 –19.0 –50.1 –31.7
Eq. US Rel Val A OT OT LUX 03/03 USD 12.01 –22.7 –54.1 –37.1
Eq. US Sm Cap Val A OT OT LUX 03/04 USD 9.66 –25.4 –55.9 –39.0
Eq. US Value Opp A OT OT LUX 03/04 USD 10.51 –18.9 –53.4 –37.9
Money Market EURO A OT OT LUX 03/04 EUR 27.24 0.4 4.0 4.0
Money Market USD A OT OT LUX 03/03 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 03/05 JPY 7164.00 –16.7 –46.1 –38.8
YMR-N Japan Fund JP EQ IRL 03/05 JPY 7848.00 –16.9 –44.8 –36.2
YMR-N Low Price Fund JP EQ IRL 03/05 JPY 10844.00 –16.5 –42.0 –36.3
YMR-N Small Cap Fund JP EQ IRL 03/05 JPY 5515.00 –14.1 –43.3 –38.8
Yuki Mizuho Gen Jpn III JP EQ IRL 03/05 JPY 3504.00 –17.5 –53.6 –39.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 03/05 JPY 3707.00 –17.5 –53.3 –43.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 03/05 JPY 5164.00 –15.4 –49.9 –38.5
Yuki Mizuho Jpn Gen JP EQ IRL 03/05 JPY 6681.00 –16.7 –44.9 –37.0
Yuki Mizuho Jpn Gro JP EQ IRL 03/05 JPY 5149.00 –17.6 –45.2 –39.0
Yuki Mizuho Jpn Inc JP EQ IRL 03/05 JPY 6781.00 –14.7 –40.4 –33.6
Yuki Mizuho Jpn Lg Cap AS EQ IRL 03/05 JPY 4070.00 –18.3 –46.5 –36.2
Yuki Mizuho Jpn LowP JP EQ IRL 03/05 JPY 9187.00 –18.9 –39.9 –33.4
Yuki Mizuho Jpn PGth JP EQ IRL 03/05 JPY 6372.00 –16.6 –48.7 –38.6
Yuki Mizuho Jpn SmCp JP EQ IRL 03/05 JPY 5293.00 –13.7 –47.7 –39.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 03/05 JPY 4450.00 –14.3 –42.4 –34.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 03/05 JPY 2104.00 –11.9 –53.3 –50.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 03/05 JPY 3564.00 –15.2 –50.9 –38.6
Yuki 77 General JP EQ IRL 03/05 JPY 4958.00 –16.0 –47.6 –36.4
Yuki 77 Growth JP EQ IRL 03/05 JPY 4840.00 –18.2 –49.1 –41.0
Yuki 77 Income AS EQ IRL 03/05 JPY 4441.00 –13.2 –39.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 03/05 JPY 5305.00 –15.0 –45.1 –36.5
Yuki Chugoku Jpn Gro JP EQ IRL 03/05 JPY 4159.00 –18.6 –47.1 –37.2
Yuki Chugoku JpnLowP JP EQ IRL 03/05 JPY 6596.00 –19.5 –38.8 –32.8
Yuki Chugoku JpnPurGth OT OT IRL 02/09 JPY 3989.00 –14.7 –45.6 –38.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 03/05 JPY 5592.00 –17.4 –48.5 –37.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 03/05 JPY 3779.00 –16.9 –48.4 –36.9
Yuki Hokuyo Jpn Inc JP EQ IRL 03/05 JPY 4304.00 –18.5 –41.9 –34.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 03/05 JPY 4067.00 –13.6 –42.9 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 03/05 JPY 3756.00 –16.6 –52.2 –39.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 03/05 JPY 3585.00 –17.9 –48.7 –39.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 03/05 JPY 4230.00 –17.0 –46.2 –36.5
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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 01/30 USD 2057.10 –0.5 –5.2 –4.7

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

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

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

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

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 01/30 EUR 220.59 2.7 17.6 36.5

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

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

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

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

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

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

Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 02/20 GBP 0.95 1.5 NS NS
Global Absolute USD OT OT GGY 02/20 USD 1.78 1.3 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 02/20 EUR 74.58 –2.3 –31.0 NS
Special Opp Inst EUR OT OT CYM 02/20 EUR 70.19 –2.2 –30.6 NS

Special Opp Inst USD OT OT CYM 02/20 USD 79.16 –1.9 –28.3 NS
Special Opp USD OT OT CYM 02/20 USD 77.97 –2.0 –28.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 02/20 EUR 122.05 2.3 –13.1 –2.2
GH Fund CHF Hdg OT OT JEY 02/20 CHF 101.63 1.8 NS NS
GH Fund EUR Hdg OT OT JEY 02/20 EUR 110.84 2.2 –15.3 –4.6

GH Fund EUR Hdg (Non-V II) OT OT JEY 02/20 EUR 98.60 2.4 –15.0 –4.4
GH Fund EUR Hdg (Non-V) OT OT JEY 02/20 EUR 110.84 2.2 –15.3 –4.6
GH Fund GBP Hdg OT OT JEY 02/20 GBP 120.49 2.2 NS NS
GH Fund Inst EUR OT OT JEY 02/20 EUR 85.80 2.8 NS NS

GH Fund Inst JPY OT OT JEY 02/20 JPY 8586.17 2.1 –14.4 NS
GH Fund Inst USD OT OT JEY 02/20 USD 100.96 2.3 –13.3 –2.5
GH FUND S EUR OT OT CYM 02/20 EUR 115.70 2.3 –14.7 –3.8

GH FUND S GBP OT OT JEY 02/20 GBP 120.34 2.3 –14.0 –2.6
GH Fund S USD OT OT CYM 02/20 USD 135.11 2.4 –12.8 –2.0
GH Fund USD OT OT GGY 12/31 USD 243.74 –16.6 –16.6 –2.8
Hedge Investments OT OT JEY 02/20 USD 126.67 2.2 NS NS

Leverage GH USD OT OT GGY 02/20 USD 101.71 4.3 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 02/20 CHF 86.23 2.6 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 02/20 EUR 93.12 3.0 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 02/20 GBP 100.22 3.4 NS NS
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 02/20 EUR 98.58 3.0 –22.0 –10.4

MultiAdv Arb S GBP OT OT CYM 02/20 GBP 103.22 3.5 –21.8 –9.6
MultiAdv Arb S USD OT OT CYM 02/20 USD 111.82 3.2 –20.3 –8.8
MultiAdv Arb USD OT OT GGY 02/20 USD 173.94 3.1 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 02/20 USD 107.28 0.2 NS NS
Asian AdbantEdge EUR OT OT JEY 02/20 EUR 90.16 1.7 –20.5 –5.0

Asian AdvantEdge OT OT JEY 02/20 USD 164.58 1.6 NS NS
Emerg AdvantEdge OT OT JEY 02/20 USD 143.57 2.3 NS NS
Emerg AdvantEdge EUR OT OT JEY 02/20 EUR 80.55 2.5 –29.5 –10.3
Europ AdvantEdge EUR OT OT JEY 02/20 EUR 114.98 –0.2 NS NS

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

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

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

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

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

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

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

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com

Altipro OT OT FRA 02/23 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 02/27 USD 173.57 –9.7 –77.7 –54.2

Antanta MidCap Fund EE EQ AND 02/27 USD 233.72 –19.3 –87.3 –58.9

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

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 11/28 USD 1221.07 –17.7 –17.5 –3.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 02/24 USD 87.40 5.0 70.5 30.9
Superfund GCT USD* OT OT LUX 02/24 USD 3737.00 2.3 46.4 15.8
Superfund Gold A (SPC) OT OT CYM 02/24 USD 1297.94 11.6 31.9 28.7
Superfund Gold B (SPC) OT OT CYM 02/24 USD 1525.11 13.2 43.0 32.7
Superfund Q-AG* OT OT AUT 02/24 EUR 8956.00 2.2 33.4 15.3

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 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 02/27 EUR 207.69 0.9 9.4 20.9
Winton Futures GBP GL OT VGB 02/27 GBP 223.81 0.8 10.6 22.6
Winton Futures JPY Lead Series 2 GL OT VGB 02/27 JPY 14797.32 0.3 5.7 17.5
Winton Futures USD GL OT VGB 02/27 USD 739.08 NS NS 21.3

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 02/27 EUR 116.96 –1.5 –15.5 –6.4
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 02/27 USD 249.76 –3.4 –15.4 –4.9
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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Breaking Apple’s grip on the iPhone
Upstart sites selling
software for device
challenge App Store

By Yukari Iwatani Kane

Apple Inc. faces a growing
threat to its iPhone business, as ren-
egade stores spring up online to sell
unauthorized software for the de-
vice.

The developer behind some popu-
lar iPhone software on Friday
opened a service called Cydia Store
that could potentially sell hundreds
of iPhone applications that aren’t
available through Apple’s official
store. Users must download special
software that alters their iPhones
before they can run these programs.

Another small company plans a
store called Rock Your Phone for
iPhone users who haven’t yet modi-
fied their devices to make it easier
to download and buy unauthorized
applications. A third start-up is
building an online store that special-
izes in selling adult games for the
iPhone.

The new stores take aim at one of
the underpinnings of the iPhone’s
success: Apple’s App Store.
Launched last July, Apple’s online
store sells thousands of applica-
tions developed by independent de-
velopers—from games to news and
entertainment features—that cus-
tomers can easily download to their
iPhones, often free or for as little as
99 cents.

When Apple opened the App
Store, it provided the building
blocks so independent program-
mers could create software that

worked on its phone. But the com-
pany said it would vet submissions
to maintain quality control and to
protect the user experience.

Apple, which collects a 30% com-
mission from sellers on its store,
doesn’t break out the site’s revenue.
Brokerage firm Piper Jaffray esti-
mates the site generated about $150
million in sales last year and
projects total sales will grow to
$800 million this year.

Apple didn’t respond to requests
for comment. But it has said in the
past that with the iPhone it was try-
ing to strike a balance between a
closed device like the iPod and an
open device like the PC.

The upstart sites can carry soft-
ware programs that Apple’s official
store won’t, since the company
tightly controls the kinds of applica-
tions it allows. Among the programs
that Apple doesn’t allow is a free
one called Cycorder, which turns the
iPhone into a camcorder. Another
program, which costs $29, dubbed
PdaNET lets people use their
iPhones as laptop modems to con-
nect to the Internet.

Jay Freeman, who created Cy-
corder and is behind the Cydia
Store, says he decided to open the
store so developers like himself
have a way to make money from
their efforts. Mr. Freeman, a 27-year-
old computer science doctoral stu-
dent in Santa Barbara, Calif., says he
intends to charge developers no
more than the commission Apple
does for his site’s billing services.

A big hurdle the Cydia Store and
others face is that the applications
they offer typically only work on
iPhones that have been modified, or
“jailbroken,” to allow users to down-
load unauthorized programs.

Apple maintains that jailbreak-
ing an iPhone violates copyright
laws. Mr. Freeman says software he
created to modify the iPhone has
been installed on about 1.7 million
iPhones.

The alternative stores could cut
into Apple’s revenue at a time when
software has become an important
way for the Cupertino, Calif., com-
pany to continue profiting from
iPhones, even after consumers have
shelled out $199 to buy them.

The App Store is also strategi-
cally significant, since it keeps con-
sumers tied to using their iPhones.
Already, customers have down-
loaded more than 500 million appli-
cations from the App Store.

But the App Store rejects some
submissions, for technical and con-
tent reasons. It is also so sprawling

that it can be difficult for a new de-
veloper to get programs noticed,
says Adam Engst, publisher of Tid-
BITS, a site specializing in news
about Apple. “It leaves open the pos-
sibility that independent stores
could do a better job.”

Samir Shah is one developer who
supports the Cydia Store. The 25
year old, who founded Snapture
Labs LLC with two college friends a
year ago, created a $7.99 camera ap-
plication that lets users zoom,
change photo sizes and instantly pre-
view photos.

“Competition is always good,”
says Mr. Shah. “Competition breeds
innovation.”

Apple appears to be gearing up
for a fight. While the company
hasn’t taken legal action against any
group or individuals for modifying
iPhones or building applications on
top of them, it last month filed a
27-page statement with the U.S.
Copyright Office, which oversees
copyrights. In its statement, Apple
made a case that the use of software
to modify iPhones is illegal, accord-
ing to the Digital Millennium Copy-
right Act.

Aaron Perzanowski, a professor
specializing in digital copyright law
at the University of California Berke-
ley School of Law, believes develop-
ers have “a pretty good” defense un-
der the DMCA if Apple claims what
they’re doing is illegal, though it’s
largely uncharted legal territory.

Cydia Store’s Mr. Freeman, who
has been on the lookout daily for
email from Apple, isn’t taking any
chances. He says he has lined up a
lawyer in case Apple takes legal ac-
tion. “The overworking goal is to
provide choice,” he says. “It’s under-
standable that [Apple] wants to
control things, but it has been very
limiting for developers and users.”

Belgacom SA

Belgacom SA Friday posted a 30%
drop in fourth-quarter net profit,
blaming new regulations that cut
into mobile-phone revenue, as well
as stiff competition. The Belgian tele-
communications provider said it ex-
pects 2009 to be challenging, citing
“an unfavorable economic climate of
which the level of impact is difficult
to predict.” Net profit was Œ114 mil-
lion ($144.1 million), compared with
Œ162 million a year earlier. Revenue
rose 2.4%to Œ1.55 billion. Belgacom
said its “best estimate” for 2009 was
for a revenue decline of about 1% and
a profit margin of between 32% and
33%, down slightly from 2008’s
33.3% margin. Television broadcast-
ing, a key growth driver, performed
well over the past 12 months, Belga-
com said, with 201,000 new custom-
ers over the year.

CORPORATE NEWS

By Ron Winslow

And Thomas Gryta

Roche Holding AG, seeking to con-
clude a long battle to take over bio-
technology stalwart Genentech Inc.,
Friday increased its bid by 7.5% to
$93 a share and extended its tender
offer to shareholders until March 20.

The new offer values the 44.2% of
Genentech shares Roche doesn’t
own at $45.7 billion. But the offer is
short of the $112 a share that a spe-
cial committee of Genentech’s board
set as its asking price during discus-
sions with Roche in December.

Genentech shares rose $9.22, or
11%, to $90.86 in 4 p.m. New York
Stock Exchange composite trading,
suggesting that doubt remained

about whether the revised offer
would be enough to win over Genen-
tech holders.

In a statement, Genentech, of
South San Francisco, Calif., said its
special committee urged sharehold-
ers not to take any action in response
to the latest offer and said it would
take a formal position promptly as
well as explain its reasoning in a regu-
latory filing.

“My gut reaction is that it is a fair
price,” said Matt Loucks, a portfolio
manager with Sit Investment Associ-
ates, which owns about 350,000 Ge-
nentech shares. “My guess is that
they will get more than 50% [of the
minority shares outstanding] at this
price.” But he added: “If Roche really
wanted to get it done, they should

have offered $100 a share.”
Roche has said it would proceed

with the offer only if more than half
of the minority shareholders tender
their shares by the new deadline.

The revised bid comes after
Roche met during the past week with
Genentech shareholders around the
U.S. to explain its rationale, Franz Hu-
mer, chairman of the Swiss company,
said in an interview. Though price
wasn’t discussed, he said, “You get
an impression of where the other
side stands.” He said the discussions
persuaded him that shareholders are
“interested in coming to a speedy
conclusion” on the deal.

Last week, Genentech hosted an
investor meeting in New York and de-
fended its position that the previous

$86.50 bid substantially underval-
ued the company. Arthur Levinson,
chairman and chief executive, and
other company officials didn’t men-
tion a price in the four-hour presenta-
tion, which seemed more like a call to
remain independent than an effort to
elicit a higher Roche bid.

Raising tension in the battle is
looming data from a study that could
affect future sales of Genentech’s
blockbuster cancer drug, Avastin.
Many analysts believe positive data,
which could open new markets for
the drug among early-stage cancer
patients, would support a bid in the
high $90s or even north of $100,
while a negative study would
weaken Genentech’s stance.

Roche sweetens bid for Genentech by 7.5%

Wolseley moves to bolster bottom line

Unauthorized iPhone software includes
camera application Snapture.

GLOBAL
BUSINESS
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—Compiled from staff
and wire service reports.

Wolseley
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Friday’s close:
140.40 pence, down 15%

General Motors Corp.

A decision on possible German
government help for General Mo-
tors Corp.’s German unit Opel is ex-
pected to take weeks and the govern-
ment has made no commitments,
Economic Minister Karl-Theodor zu
Guttenberg said Friday after talks
with officials from GM and Opel. Mr.
zu Guttenberg said there are still a
number of questions that have to be
answered and both sides agree “we
are talking about a process that will
take weeks.” GM Europe Chief Execu-
tive Carl-Peter Forster on Monday
presented the company’s restructur-
ing plan for Opel to the government
and said GM Europe needs Œ3.3 bil-
lion ($4.14 billion) in aid across its
European operations. The compa-
ny’s U.S. parent posted a total 2008
loss of $30.9 billion.

Veolia Environnement

Write-down at German unit
leaves annual profit off 56%

French water, waste, transporta-
tion and energy-services company
Veolia Environnement said full-year
net profit dropped 56%, weighed
down by a Œ430 million ($543.5 mil-
lion)write-downatitsGermanwaste-
management division. The company
unveiled measures designed to im-
prove cash-flow generation in 2009.
Net profit totaled Œ405.1 million in
2008, down from Œ927.9 million in
2007. Revenue rose 13% to Œ36.21 bil-
lion from Œ31.93 billion. Veolia’s plan
to improve cash-flow in 2009 in-
cludes reducing investments by at
least Œ1.6 billion and selling at least
Œ1 billion in assets. The company also
has identified Œ280 million of cost
cuts it can make this year.

By Jonathan Buck

LONDON—Building-supplies
company Wolseley PLC on Friday an-
nounced a £1 billion ($1.41 billion)
capital increase and a Œ1 billion debt
facility to shore up its balance sheet
as it swung to a fiscal first-half net
loss and scrapped its dividend.

The U.K.-based distributor of heat-
ing and plumbing products and sup-
plier of building materials reported a
net loss of £777 million for the six
months ended Jan. 31, compared
with a net profit of £65 million in the
year-earlier period. The results were

hit by £262 million in restructuring
costs. Revenue inched up 3.2% to
£8.28 billion from £8.03 billion.

The company unveiled a new em-
phasis in its strategic focus on plumb-
ing and heating in North America, and
on markets in the U.K. and Ireland, the
Nordic countries and France.

Wolseley said it was taking ac-
tion to deal with underperforming
businesses. It has set an Aug. 1 dead-
line to find a joint-venture partner
for Stock Building Supply, its unprof-
itable U.S. building-materials unit,
or to exit the business. It has also be-
gun a review of its Central and East-

ern European businesses.
Chief Executive Chip Hornsby

said Wolseley was in discussions
with third parties on Stock and the
negotiations were in the due dili-
gence phase. He declined to identify
suitors but said he hoped to reach an
agreement by the end of April.

Mr. Hornsby said Wolseley’s pref-
erence was to strike a joint-venture
deal because the company saw po-
tential in Stock and increased its ex-
posure to the U.S. market, which is
expected to recover first from the
economic slowdown.

Executive Travel Program

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

www.advantipro.de
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Int'l Technology I OT EQ LUX 03/04 USD 72.68 –10.7 –43.8 –23.9
Japan Blend A JP EQ LUX 03/04 JPY 4493.00 –16.3 –47.1 –36.6
Japan Growth A JP EQ LUX 03/04 JPY 4687.00 –15.7 –44.1 –34.9
Japan Growth I JP EQ LUX 03/04 JPY 4791.00 –15.6 –43.6 –34.4
Japan Strat Value A JP EQ LUX 03/04 JPY 4295.00 –16.7 –50.2 –38.1
Japan Strat Value I JP EQ LUX 03/04 JPY 4380.00 –16.6 –49.8 –37.6
Real Estate Sec. A OT EQ LUX 03/04 USD 7.60 –28.8 –58.0 –43.6
Real Estate Sec. B OT EQ LUX 03/04 USD 7.00 –28.9 –58.5 –44.2
Real Estate Sec. I OT EQ LUX 03/04 USD 8.11 –28.7 –57.7 –43.2
Short Mat Dollar A US BD LUX 03/04 USD 6.56 –2.3 –18.5 –12.1
Short Mat Dollar A2 US BD LUX 03/04 USD 8.57 –2.2 –18.5 –12.2
Short Mat Dollar B US BD LUX 03/04 USD 6.56 –2.3 –18.8 –12.5
Short Mat Dollar B2 US BD LUX 03/04 USD 8.55 –2.4 –19.0 –12.6
Short Mat Dollar I US BD LUX 03/04 USD 6.56 –2.2 –18.0 –11.6

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 03/04 GBP 5.77 –13.4 –31.5 –19.0
Andfs. Borsa Global GL EQ AND 03/04 EUR 4.95 –14.7 –41.0 –26.6

Andfs. Emergents GL EQ AND 03/04 USD 8.95 –10.4 –54.2 –24.0
Andfs. Espanya EU EQ AND 03/04 EUR 8.91 –17.7 –39.1 –26.0
Andfs. Estats Units US EQ AND 03/04 USD 10.29 –15.6 –43.1 –25.3
Andfs. Europa EU EQ AND 03/04 EUR 5.40 –16.7 –41.2 –27.8
Andfs. Franca EU EQ AND 03/04 EUR 7.00 –15.5 –39.9 –28.4
Andfs. Japo JP EQ AND 03/04 JPY 372.34 –15.1 –42.7 –34.9
Andfs. Plus Dollars US BA AND 03/04 USD 7.73 –8.3 –25.7 –14.2
Andfs. RF Dolars US BD AND 03/04 USD 9.64 –5.6 –15.8 –7.4
Andfs. RF Euros EU BD AND 03/04 EUR 8.60 –3.9 –21.4 –13.0
Andorfons EU BD AND 03/04 EUR 11.17 –6.4 –25.2 –16.4
Andorfons Alternative Premium OT OT AND 11/30 EUR 94.24 –18.8 –18.7 –6.8
Andorfons Mix 30 EU BA AND 03/04 EUR 7.37 –9.0 –32.7 –20.5
Andorfons Mix 60 EU BA AND 03/04 EUR 6.96 –14.3 –41.0 –26.4

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 02/27 USD 123957.44 –8.1 –48.1 –25.3

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 03/04 EUR 10.01 –0.6 –1.8 –0.6
DJE-Absolut P GL EQ LUX 03/05 EUR 164.46 –6.2 –29.0 –14.6
DJE-Alpha Glbl P EU BA LUX 03/05 EUR 143.70 –6.6 –24.5 –11.5
DJE-Div& Substanz P GL EQ LUX 03/05 EUR 163.68 –6.4 –26.6 –13.9
DJE-Gold&Resourc P OT EQ LUX 03/05 EUR 127.62 –2.4 –37.2 –10.2
DJE-Renten Glbl P EU BD LUX 03/05 EUR 121.30 1.4 –0.4 0.5

LuxPro-Dragon I AS EQ LUX 03/05 EUR 95.69 3.1 –34.5 –7.5
LuxPro-Dragon P AS EQ LUX 03/05 EUR 93.43 3.0 –34.9 –8.5
LuxTopic-Aktien Europa EU EQ LUX 03/04 EUR 11.24 –21.6 –34.2 –17.7
LuxTopic-Pacific AS EQ LUX 03/05 EUR 8.82 –2.5 –51.5 –28.8

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 02/27 USD 29.90 –13.5 –55.7 –14.5
EFG-Hermes MEDA* GL EQ BMU 01/30 USD 18.90 –9.8 –46.9 –10.8
EFG-Hermes Saudi Arabia Equity EA EQ SAU 03/03 SAR 4.31 –9.2 NS NS
EFG-Hermes Telecom OT EQ BMU 01/30 USD 25.02 –2.4 –33.8 –8.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 03/04 USD 244.59 –0.4 –21.5 –9.5
Sel Emerg Mkt Equity GL EQ GGY 03/04 USD 114.61 –12.5 –54.4 –24.3
Sel Euro Equity EUR US EQ GGY 03/04 EUR 64.48 –16.7 –50.8 –34.7
Sel European Equity EU EQ GGY 03/04 USD 107.38 –21.9 –57.4 –35.1

Sel Glob Equity GL EQ GGY 03/04 USD 112.62 –21.6 –53.9 –34.0
Sel Glob Fxd Inc GL BD GGY 03/04 USD 118.38 –8.2 –21.5 –8.4
Sel Pacific Equity AS EQ GGY 03/04 USD 75.66 –16.3 –52.0 –26.3
Sel US Equity US EQ GGY 03/04 USD 80.89 –19.7 –47.2 –29.2
Sel US Sm Cap Eq US EQ GGY 03/04 USD 102.23 –21.8 –50.1 –34.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 03/03 EUR 281.39 –3.6 –18.9 –10.8
DSF 50/50 EU BA LUX 03/03 EUR 200.95 –7.0 –27.5 –16.5
DSF 75/25 EU BA LUX 02/26 EUR 152.04 –6.4 –34.9 –22.9
KBC Eq (L) Europe EU EQ LUX 03/04 EUR 335.03 –13.8 –48.2 –33.5
KBC Eq (L) Japan JP EQ LUX 03/04 JPY 13939.00 –16.7 –43.2 –36.5
KBC Eq (L) NthAmer EUR US EQ LUX 03/04 EUR 367.87 –19.5 –46.7 –28.1
KBC Eq (L) NthAmer USD US EQ LUX 03/04 USD 535.74 –19.3 –45.3 –26.2
KBL Key America EUR US EQ LUX 03/03 EUR 256.02 –19.7 –51.1 –30.7
KBL Key America USD US EQ LUX 03/03 USD 268.15 –19.5 –50.5 –29.5
KBL Key East Europe EU EQ LUX 03/03 EUR 938.29 –11.3 –68.0 –42.2
KBL Key Eur Sm Cie EU EQ LUX 03/03 EUR 573.51 –8.8 –51.3 –36.6
KBL Key Europe EU EQ LUX 03/03 EUR 450.12 –13.2 –40.8 –28.8
KBL Key Far East AS EQ LUX 03/03 USD 774.24 –14.2 –53.8 –27.5
KBL Key Major Em Mkts GL EQ LUX 03/03 USD 295.37 –13.8 –64.5 –30.5
KBL Key NaturalRes EUR OT EQ LUX 03/03 EUR 316.41 –7.1 –46.1 –21.1
KBL Key NaturalRes USD OT EQ LUX 03/03 USD 302.48 –16.1 –55.4 –22.9
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By Chip Cummins

DUBAI—The conglomerate con-
trolled by Dubai’s ruler named Ah-
mad Bin Byat as chief executive, a
new position, as the group consoli-
dates amid a sharp downturn in the
emirate’s real-estate market.

Dubai Holding, with interests in
finance, real estate, infrastructure
and tourism, previously said it
would merge its two private-equity
outfits and combine the back-office
operations at its big real-estate de-
velopment companies. The com-
pany said Saturday that Mr. Byat
will put together “the strategy and
implementation mechanism to in-
crease the efficiency of the group
and its effectiveness.”

Mohammad Al Gergawi, a long-
time senior lieutenant to Dubai’s
ruler Sheikh Mohammed bin Rashid
Al Maktoum, remains chairman of

the company. It is unclear if his execu-
tive role at Dubai Holding will be di-
minished with the appointment. A
spokesman for the company de-
clined to comment further.

Amid a tumbling real-es-
tate market, many big devel-
opers—including a handful
of firms owned or con-
trolled by the government—
have scaled back real-estate
projects, shed staff and
made other cash-saving
moves. Dubai’s government,
meanwhile, has struggled to
refinance its large overseas
debt, used in recent years to
support growth.

Last month, Dubai an-
nounced a $20 billion bond
program and said the government of
the United Arab Emirates had fully
subscribed half of that. Dubai is one
the U.A.E.’s seven emirates.

Dubai officials have said they
will use the funds to service and re-
pay debt that its corporate entities
have taken on, as well as provide li-

quidity to state-controlled
companies, including its
many real-estate firms.

In 2004, Sheikh Moham-
med created Dubai Hold-
ing, consolidating several
companies he had used to
spearhead some of his most
ambitious infrastructure
and investment projects.
Its Jumeirah Group runs
some of the emirate’s most
exclusive hotels.

Mr. Byat was previ-
ously a senior executive at
Dubai Holding, acting as

the executive chairman of Tecom In-
vestments, one of the group’s infra-
structure and real-estate invest-
ment subsidiaries.

Vedanta signs agreement
for copper miner Asarco
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Dubai Holdings approves new CEO

Glencore and Alba probed
U.S., Bahrain look
at alleged payments
to LGT Bank accounts

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

Mohammed
bin Rashid

Al Maktoum

THE INTERNATIONAL INVESTOR

By Jackie Range

NEW DELHI—U.S. copper miner
Asarco LLC said it signed an agree-
ment to sell substantially all of its
operating assets to metals and min-
ing company Vedanta Resources
PLC in a deal it valued at around $1.7
billion.

The accord marks Vedanta’s sec-
ond attempt to buy Asarco in a bid to
get a toehold in the U.S., and is likely
to be challenged by Grupo Mexico,
which owns Asarco and opposed a
previous $2.6 billion bid by Vedanta
last year. Vedanta walked away from
that deal when commodity prices
tanked and credit markets seized
up.

London-based Vedanta, which
has the majority of its assets in In-
dia, is using its Mumbai-listed Ster-
lite Industries (India) Ltd. subsid-
iary to acquire Asarco.

Asarco, an integrated miner,
smelter and refiner of copper, is op-
erating under Chapter 11 protection.
The company said its agreement
with Vedanta is subject to approval
of the bankruptcy court, and that it
can still solicit and negotiate other
offers under a “go shop” provision.

Commodity prices have plum-
meted due to the weaker world econ-
omy. The price of copper is hovering
around $3,780 a metric ton, less
than half of its high of $8,940
reached early last year.

After the downturn in commod-
ity demand, prices for copper in
2008 fell as low as $2,825 a metric
ton, which all but killed many pend-
ing copper deals and acquisitions, in-
cluding Vedanta’s bid last year for
Asarco. Since then the company has
said it was keen to do a deal at the
right price.

If the deal is completed, Vedanta
would become one of the world’s big-
ger copper operators and its reach
would expand firmly into the U.S.
and the rest of North America. The
company currently has the majority
of its operations in India, Zambia
and Australia.

The company has said that it
wants to build up its portfolio of alu-
minum and iron ore, in addition to
copper. But the downturn in the com-
modities demand had slowed its
strategy of buying existing or trou-
bled assets.

In a statement issued Saturday,
Sterlite said it will pay $1.1 billion in
cash and $600 million through a
promissory note to be paid back
over nine years. RBS Securities was

Sterlite’s financial adviser and
Shearman & Sterling LLP the compa-
ny’s legal adviser in the deal.

“We are happy that we have
reached agreement with Asarco on
these new terms,” said Anil Agar-
wal, Chairman of Sterlite and
Vedanta, in the statement. “This ac-
quisition is in line with our strategy
of leveraging our existing skills to
become a diversified global copper
producer.”

But the deal appears far from
over: Grupo Mexico has been bat-
tling Vedanta, Asarco’s court-ap-
pointed management and various
U.S. entities since the Indian group
launched its surprise bid for its U.S.
mining unit last year. Grupo Mexico
had offered last June to top Vedan-
ta’s bid by approximately $100 mil-
lion and is apparently still inter-
ested in completing a deal.

“We are fully interested in
Asarco,” according to a statement
by Grupo Mexico. “This is not fin-
ished.”

Run by Mexican copper mogul
German Larrea, Grupo Mexico
stunned the mining world in 1999
when it bought Asarco for $1 billion.

In 2003, Grupo Mexico forced
Asarco to sell its majority stake in
Southern Peru Copper Corp., the
company’s crown jewel, to another
Grupo Mexico subsidiary.

Asarco subsequently declared
bankruptcy, citing an ongoing labor
dispute, in August 2005. Barclays
Capital was Asarco’s financial ad-
viser and Baker Botts LLP the compa-
ny’s legal adviser in the Sterlite
deal.

 —Joel Millman and Robert Guy
Mathews contributed to this

article.

Sources: Thomson Reuters Datastream 
(Sterlite); London Metal Exchange via WSJ 
Market Data Group (Copper)
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By Glenn R. Simpson

Prosecutors in the U.S. and the
Persian Gulf nation of Bahrain are ex-
amining about $4.6 million in al-
leged payments by employees of glo-
bal commodities trader Glencore In-
ternational AG to bank accounts
controlled by then-employees of
Aluminum Bahrain, a big state-
owned aluminum smelter also
known as Alba, people familiar with
the probe said.

“Glencore is aware of a criminal
investigation of former employees
of Alba by authorities in Bahrain
and has complied with a request for
information via the relevant authori-
ties,” a spokesman for the Switzer-
land-based firm said. “Glencore has
not made any inappropriate pay-
ments.”

Glencore declined to comment
on the U.S. inquiry. Alba declined to
make a statement about the Glen-
core probe.

Investigators are looking at al-
leged payments made by Glencore
employees to a group of accounts at
LGT Bank in Liechtenstein, people
with knowledge of the matter said.
LGT account records show that the
accounts were set up and controlled

by employees of Aluminum Bahrain
who have since left the company,
these people said.

A spokesman for LGT said the
bank doesn’t comment on client mat-
ters but routinely provides informa-
tion to authorities in money-laun-
dering cases and corruption cases.
“We have a very strict policy”
against money-laundering, LGT
spokesman Christof Buri said.

Bahrain officials have said in pub-
lic that they plan to charge the
former Alba employees with money
laundering.

The Bahrain government alleges
in public statements and court fil-
ings that employees of Alba improp-
erly took kickbacks from Alba cus-
tomers in exchange for giving those
customers below-market prices on
aluminum products made by Alba.

The inquiries into Glencore are
indirectly related to a previously dis-
closed federal grand-jury investiga-
tion in U.S. District Court for West-
ern Pennsylvania involving alleged
payments to officials at Aluminum
Bahrain by Alcoa Inc.

U.S. Justice Department prosecu-
tors were recently in Bahrain work-
ing on the grand-jury case, two peo-
ple with knowledge of the matter
said. Laura Sweeney, a Justice De-
partment spokeswoman, said she
couldn’t comment on open inquir-
ies.

“We are cooperating with the De-
partment of Justice in their investi-
gation,” said Alcoa spokesman

Kevin Lowery. “We have no knowl-
edge of any other investigation.”

Regarding Alcoa, the Bahrain
government has stated in a civil law-
suit filed in the U.S. that the Pitts-
burgh firm “bribed one or more
former senior officials” so that Alba
would overpay for raw materials
from Alcoa. Alcoa has said in re-
sponse to the suit that it is “com-
pletely unaware of any wrongdoing
by the company or its employees.”

The inquiry in Bahrain resulted
in the Sept. 17, 2007, arrest of two
former employees of the state alumi-
num company charged with fraud.
Prosecutors in the case recently an-
nounced that the case is moving for-
ward.

Glencore is one of the world’s
largest suppliers of metals, energy
and grains, with operations in nu-
merous countries and annual reve-
nue of more than $100 billion.

The firm has faced scrutiny of its
operations before. An investigation
by the United Nations found in a
2005 report that Glencore execu-
tives paid bribes to the regime of
Saddam Hussein as part of the Iraq
oil-for-food scandal. The firm said it
hadn’t any knowledge of wrongdo-
ing.

The U.N. inquiry resulted in no ac-
tion against Glencore. No charges
were filed against the company in
any court as a result of the U.N. re-
port.
 —Ann Davis and Miho Inada

contributed to this article.
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Stung by recession, clean-energy sector needs a lifeline

By Carrick Mollenkamp

And Jennifer Martinez

LONDON—Northern Ireland po-
lice on Sunday were investigating
whether Irish Republican Army rene-
gades were behinda shooting late Sat-
urday that killed two British soldiers
and ignited concerns that a growing
insurgency aims to destabilize a deli-
cate peace accord in Northern Ireland.

The murder of the two soldiers
marks the first killing of military per-
sonnel in Northern Ireland since
1997. The attack comes amid re-
newed concerns of terrorism there.

One angle that police are investi-
gating in Saturday’s shooting is
whether two apparently unsuspect-
ing Domino’s Pizza delivery workers
were used to lure the soldiers from
the safety of the Massereene Bar-
racks, which is a short drive from Bel-
fast, said a person familiar with the
shootings. Northern Ireland police
said Sunday that they hope the dis-
covery of a large, dark-colored car
might provide clues to the shooting,
which also seriously injured four oth-
ers, including the deliverymen.

Late Sunday, Noirin Hegarty, edi-
tor of the Sunday Tribune newspa-
per in Dublin, said that an IRA splin-
ter group, the Real IRA, had tele-
phoned a reporter and claimed re-
sponsibility. A police spokeswoman
declined comment on the claim.

The Real IRA are “a marginal
group,” said Richard Wilford, a poli-
tics professor at Queen’s University
in Belfast. “They can make life very
difficult here, but I don’t think they
can make life impossible because

they don’t enjoy the support.”
The attacks, which come amid a

sharp downturn in the Irish econ-
omy, are likely to increase fears that
Irish Republican agitators are try-
ing to destabilize a fragile peace pro-
cess in Northern Ireland that culmi-
nated in 2005 with the Irish Republi-
can Army ordering its members to
discard their weapons.

That step was seen as critical to
ending years of violence in Northern
Ireland and on the British mainland.
Strife since the 1970s has led to the
death of more than 3,000 amid efforts
by the IRA to reunite Ireland and win
independence from the U.K.

Northern Ireland police are lead-
ing the investigation with the sup-
port of MI5, Britain’s domestic intel-

ligence service. The two forces want
to move quickly before other possi-
ble attacks, according to a person fa-
miliar with the attacks.

This person said the way the at-
tacks were carried out signaled a
professional plot that might have
used the pizza delivery to draw the
soldiers out from the safety of the
barracks. One of the deliverymen

was a Polish national.
The attacks occurred just before

10 p.m. Saturday, and police now are
looking at whether the shooters fol-
lowed the deliverymen from a
nearby Domino’s Pizza shop or
whether they waited for the deliv-
erymen to arrive.

In a statement Sunday, Northern
Ireland police Detective Chief Super-
intendent Derek Williamson de-
scribed the attack as “brutal and cal-
lous.”

In recent years, breaking up Irish-
terrorist plots hadn’t been a top pri-
ority for police and intelligence offi-
cials, who had their hands full deal-
ing with radical Islamic plots, includ-
ing an attack in July 2005.

But officials suspected attacks
were on the horizon. In January,
Jonathan Evans, MI5 chief, gave a
rare series of newspaper interviews
in which he cited the threat of Irish
Republican splinter groups.

This month, a Parliamentary In-
telligence and Security Committee
report said that while Irish-related
terrorism had dissipated, “dissident
republican groups…continue to
pose a threat to Great Britain and to
Northern Ireland.” Recently, North-
ern Irish police requested more man-
power to deal with the growing
threat of Republican terrorism.

Northern Ireland’s Democratic
Unionist Party leader and First Min-
ister Peter Robinson said in a state-
ment that Saturday’s attack “vindi-
cates the position taken by the chief
constable earlier this week to en-
sure that he had the necessary re-
sources to meet the challenges
posed by dissident republicans.”

IRA dissidents suspected in shooting
‘Marginal group’ claims responsibility for killing two soldiers in Northern Ireland; a peace accord is threatened

A police forensic team searches the front entrance of the Massereene Barracks after two British soldiers were shot and
killed at the army base near Belfast on Saturday.

By Jeffrey Ball

SANTA BARBARA, Calif.—Hit
hard by the recession, the clean-en-
ergy industry is on the ropes. Gov-
ernments are injecting stimulus
money in hopes of keeping it alive,
but what the industry ultimately
needs is a far bigger dose of private
investment.

In the space of a few months, the
recession has slammed the brakes
on what had seemed a full-tilt push
for new ways to power the planet
while emitting less pollution. It has
thrown a wrench into the plans of
once-booming but still-nascent com-
panies that produce everything
from wind power to solar energy to
biofuels. The weak economy has
whacked the industry in two ways: It
has prompted investors to pull back
their capital, and it has reversed the
rapid run-up in energy prices that
for the past few years was fueling
much of the industry’s growth.

A return to high energy prices
probably would spur clean-energy in-
vestment again. But one of the forces
that was driving up energy prices
was the expectation of tougher gov-
ernment limits on greenhouse-gas
emissions, which would have bur-
dened the industry with higher
costs. In the near term, the recession
is likely to slow momentum for those
mandates. Politicians are less likely
to sock voters with policies that will
make energy more expensive when
those voters are worried simply
about keeping the lights on.

Last week, at ECO:nomics, The

Wall Street Journal’s annual confer-
ence on the business of the environ-
ment, clean-energy developers
large and small swapped tales of
how the recession and the resulting
drop in energy prices have hobbled
their plans.

“It’s wicked timing,” William
Roe, chief executive of biofuels de-
veloper Coskata Inc., said at the con-
ference. Coskata, based near Chi-
cago, is trying to find funding for a
plant it is trying to build. But these
days, “when you talk to a bank,” Mr.
Roe said, “all you get is a smile and a
pat on the head.”

Even T. Boone Pickens is feeling
the pinch. The Texas oilman has been
spending millions of dollars to drum
up support for his “Pickens Plan.” It
envisions developing big new wind
farms to generate electricity as a
way to free up U.S. natural gas to
power truck fleets—and, in turn, to
curb U.S. demand for imported oil.
But Mr. Pickens has been forced to
scale back his own plans to develop a
massive wind farm in Texas.

Two years ago, Mr. Pickens was
hoping to build a 4,000-megawatt
wind farm in his home state, and in-
vestors were “lined up wanting to fi-
nance it” because energy prices
were so high, he said. Now, with nat-
ural-gas prices having fallen by
more than half, it’s unclear when the
project will grow beyond its first
1,000-megawatt phase.

As oil prices surged and green-
house-gas emissions took a higher
place on the political agenda, spend-
ing by public and private sources to

develop renewable energy and im-
prove energy efficiency surged to
$142 billion in 2008 from $34.1 bil-
lion in 2004, according to New En-
ergy Finance, a London consulting
firm. When the recession dried up fi-
nancing for big projects and de-
flated energy prices, the clean-en-
ergy race ran out of gas.

The economic-stimulus plans
rolling out everywhere from the U.S.
to Europe to China seek partly to
breathe new life into the global
clean-energy campaign. But be-
cause the global energy system is so
huge, even billions of dollars of
short-term government money
won’t matter much unless it’s able
to get hundreds of billions of dollars

in long-term private investment
flowing into clean energy again.

The $787 billion U.S. stimulus
plan contains some $94.1 billion over
10 years for clean energy, for every-
thing from plugging energy leaks in
old houses to building more wind tur-
bines, according to a study by HSBC.
But the public money will work only
if it can get private investment “off
the sidelines and get the commercial
banks to lend again to good projects,”
Matthew Rogers, the Department of
Energy official who oversees the de-
partment’s stimulus spending, said
at the conference Friday.

The International Energy
Agency estimates that annual global
spending on renewable energy and

energy efficiency would have to av-
erage $542 billion through 2030 to
prevent atmospheric concentra-
tions of carbon dioxide from rising
to a level many scientists say would
trigger particularly dangerous con-
sequences from climate change.

One thing government could do
is lay out policies to convince pri-
vate investors that clean energy is
still a smart long-term investment.
It appears likely to do that, eve-
nutally. But the coming year is likely
to feature heated and historic de-
bates over how the details of those
policies should shake out.

One likely fight will be over the
prospect of forcing companies to
pay to emit carbon dioxide, probably
through a “cap and trade” system.
Under such a system, the govern-
ment would print permits entitling
industry to emit a set number of tons
of greenhouse gases every year; com-
panies would buy and sell those per-
mits, launching a race to curb emis-
sions at the lowest cost. Exactly how
that policy is drawn would deter-
mine how much it would raise elec-
tricity prices and which Americans
would bear the brunt of that bill.

For now, the clean-energy indus-
try is reaching for any lifeline it can
get. At the Journal’s conference,
when Mr. Rogers, the Department of
Energy’s new moneyman, finished
speaking and stepped off the stage,
dozens of clean-energy entrepre-
neurs swarmed around him, hand-
ing him their business cards in hope
of a shot at some short-term govern-
ment relief.
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Green money
National stimulus plans are spending 
billions of dollars on clean energy …

… But studies say more will need to be 
spent, mostly from the private sector   

$787.0

*Spending that would be needed on renewable energy and energy efficiency to keep atmospheric 
concentrations of carbon dioxide below 450 parts per million, a level many scientists say would be 
necessary to prevent serious consequences from climate change

Sources: HSBC (countries’ spending); New Energy Finance (global spending);
New Energy Finance interpretation of International Energy Agency data (investment needed)
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Tokyo shares slide 3.5%,
as shippers and banks drop

China urges teamwork
G-20 must cooperate
to face global crisis,
foreign minister says
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By Ian Johnson

BEIJING—Chinese Foreign Min-
ister Yang Jiechi said the U.S. and
China are “in the same boat” eco-
nomically and had to pull together
to fix the world economy.

Mr. Yang also urged other lead-
ing industrial countries in the
Group of 20, which will meet next
month in London, to make progress
in solving the global economic cri-
sis, in remarks to the media Satur-
day during China’s annual legisla-
tive session.

“We’re willing to work with the
United States and other countries
to cross the river in the same boat
through the stormy waters,” Mr.
Yang said.

Reflecting improved ties in re-
cent weeks, Mr. Yang was espe-
cially positive on China-U.S. rela-
tions and confirmed that U.S. Presi-
dent Barack Obama and Chinese
President Hu Jintao will meet for
the first time at the G-20 meeting.

Although a senior Obama admin-
istration official had early on ac-
cused China of “manipulating” its
currency to bolster exports at
America’s expense, the tone be-
tween the two sides has shown a
marked improvement.

Mr. Yang’s remarks about being
in the same boat echoed a statement
by U.S. Secretary of State Hillary Clin-

ton during her inaugural visit to
China last month. That visit empha-
sized common economic and envi-
ronmental ties while playing down
traditional sources of friction, such
as human rights. Senior defense offi-
cials from the two countries also met
recently, improving military rela-
tions that had been severed last year.

Mr. Yang refused to be drawn
into a response to the Obama ad-
ministration’s early criticism. “I
think that since the new Obama ad-
ministration took office, relations
between the Chinese and U.S. gov-
ernments have been off to a good
start,” Mr. Yang said. “We hope
that each side can take care of the
other’s core interests and enhance

exchanges and cooperation.”
China’s chief interest this year,

Mr. Yang said, is the economy.
“Economic development is the

central task of China right now,”
Mr. Yang said. “The focus of our dip-
lomatic work should be more than
creating a favorable international
environment for the country’s eco-
nomic growth, but also to directly
serve the economy.”

China is concerned that if
growth slows precipitously, unem-
ployment could rise and lead to in-
stability. That is why the G-20 meet-
ing in April is important, he said.

“The pressing task now is that
all countries must work together to
make the upcoming financial sum-
mit in London a success,” Mr. Yang
said. He said that developing coun-
tries like China should play a big-
ger role in a revamped world regu-
latory system but gave no details.
He said China’s biggest contribu-
tion is to keep its growth rate high.

Mr. Yang also discussed other
topics, such as North Korea and Ti-
bet. He refused to criticize neigh-
boring North Korea, which recently
launched a communications satel-
lite, except to say “we express our
concern about the developments.”

Tibet is a sensitive topic in
China and the West, with the immi-
nent 50th anniversary of a failed re-
volt against Chinese rule that sent
the region’s spiritual leader, the
Dalai Lama, into exile. Mr. Yang
said other countries should “not al-
low the Dalai Lama to visit their
countries,” adding that he is “by no
means a religious figure, but a polit-
ical figure.”

Coke adds to investment in China
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Most Asian markets ended Fri-
day in the red, with Tokyo taking the
biggest tumble, losing 3.5% as finan-
cial worries deepened and shippers
erased recent gains.

The Nikkei Stock Average of 225
companies ended at 7173.10, but ana-

lysts noted that its
ability to trade
above 7000 reflects
broad hopes for gov-
ernment stock-buy-

ing support. For the week, the index
fell 5.2% and is off 19% for the year.

Banks and insurers took big hits
Friday, with Mitsubishi UFJ drop-
ping 4.8% and Mizuho Financial
Group losing 4.9%. Mitsui Sumit-
omo Insurance Group shed 5.4% on
worries over appraisal losses for
holdings of overseas stocks.

Shippers stumbled on profit-tak-
ing, with Mitsui O.S.K. Lines losing
7.6% and Kawasaki Kisen sliding
6.8%. Both had gained a day earlier
on hopes for China-driven demand.

Fear spread through exporters,
with Toshiba shedding 6.4% and Pio-
neer sliding 8.8% as weak cash flow
underscores capital needs. Elpida

Memory slid 11% on concerns it may
take longer than expected for it to
consolidate operations with Taiwan
chip makers.

Banking stocks were lower around
the region after Citigroup’s shares
dropped below $1 a share Thursday
on the New York Stock Exchange.

In Hong Kong, HSBC Holdings
shed 2.9% as the Hang Seng Index
ended down 2.4% at 11921.52. Bank
of East Asia fell 5.3% amid concerns
over a management reshuffle.

In Sydney, Bank of Queensland
fell 2% after saying it was likely to
cut around 10% of its staff, helping
pull Australia’s S&P/ASX 200 down
1.4% to 3145.50.

Indian shares bucked the re-
gional trend, as the Sensitive Index
reversed early losses to close 1.6%
higher at 8325.82, helped by short
covering and bargain buying in se-
lect blue chips and technology
shares in a market that had sunk to a
40-month low Thursday.

Satyam Computer Services rose
by the 20% daily limit on news that
it has received approval from India’s
capital markets regulator to offer a
51% stake to an investor.

Chinese Foreign Minister Yang Jiechi at
a Beijing news conference Saturday.
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ASIAN-PACIFIC
STOCKSSHANGHAI—Coca-Cola Co.

plans to invest $2 billion in China
over the next three years, on top of
the $2.4 billion it has earmarked for
acquiring Chinese beverage maker
Huiyuan Juice Group Ltd.

Friday’s disclosure of the new in-
vestment, bigger than the total
$1.6 billion the U.S. beverage giant
has invested in China since 1979,
comes at a time when the U.S. firm is
waiting for Beijing’s approval of its
proposed takeover of Huiyuan.

The move also comes as a grow-
ing number of foreign companies and
capital are leaving China amid a wors-
ening global economic recession.

Chief Executive Muhtar Kent
said Coca-Cola “will continue to in-
vest another $2 billion in the next

three years in terms of new plant
and distribution infrastructure,
sales and marketing, and R&D.” The
executive made the comment after
Coca-Cola opened a $90 million in-
novation-and-technology center in
Shanghai Friday.

Coca-Cola’s offer in September
to buy Hong Kong-listed Huiyuan
for US$2.4 billion in cash has
aroused much controversy and op-
position within China due to domes-
tic concerns over Coca-Cola’s poten-
tial monopoly in the local market.

If completed, Coke’s deal for
Huiyuan would mark the largest for-
eign takeover of a Chinese company.
While U.S. companies have invested
larger sums in Chinese firms, the in-
vestments have been for minority

stakes. The deal would also be
Coke’s largest overseas acquisition.

China’s Ministry of Commerce is
still reviewing the proposed Huiyuan
deal under the country’s antimonop-
oly law. It is unclear when the author-
ities will issue a final verdict.

Huiyuan is China’s largest juice
maker and sells as much as half of
China’s pure juice, a category where
demand has grown rapidly in recent
years. Its share of China’s pure-juice
sector, in terms of sales value, was
44% at the end of June. The com-
pleted deal and the additional $2 bil-
lion investment announced Friday
would serve to step up Coca-Cola’s
already heated competition in the
country with PepsiCo Inc.
 —Jin Jing
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