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US signals 
rescue of 
Detroit 
carmakers 
Scramble after Senate 
rejects bail-out loans 
White House prepares 
ground for U-turn 
By Daniel Dombey in Washington, 
John Reed in London 
and Bernard Simon in Toronto 

The US administration was last 
night scrambling to save 
Detroit's troubled car industry, 
as General Motors said that it 
was closing most of its North 
American manufacturing plants 
for the month of January in the 
wake of the Senate's failure to 

about 5,000 people in the UK, is 
close to running out of the cash 
necessary to keep its operations 
going. 

GM's bonds fell to a new low of 
9-10 cents on the dollar on fears 
of a bankruptcy, before recover­
ing to 15 cents on the news that 
the Bush administration was 
looking for other financing. 

Markets in Hong Kong and 
Tokyo fell by more than 5 per 
cent, while London was down 
2.47 per cent. 

For weeks George W. Bush, the 
US president, has resisted using 
the $700bn troubled asset relief 
programme to provide aid to the 
carmakers, artrulnu that tiuch an 
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Horlick fund 
faces losses in 
Madoff 'big lie 
By James Mackintosh in London 
and Joanna Chung in New York 

Some of the biggest-name fund 
managers in the world, including 
Nicola Horlick, Man Group, 
Santander and Union Bancaire 
Privee, have been caught up in 
an alleged $50bn (£33bn) fraud 
after trusting Bernard Madoff, 
the Wall Street trader arrested 
this week. 

Many wealthy investors in 
Switzerland, Spain, Israel and 
Aust r ia , in par t icular , were 
tempted to invest in funds which 
produced such steady returns 
that sceptics believed them too 
good to be true and in what 
could potentially be the biggest 
fraud in corporate history. 

The case now threatens to 
create panic among investors and 
exacerbate withdrawals from 
hedge fund managers already 
struggling to raise enough cash 
to meet redemptions. 

Mr Madoff, who was released 
on Thursday on $10m bail, told 
senior employees - including his 
sons that his operations were 

Bernard Madoff was arrested this 
week and released on $10m bail 

hedge funds, has more than $lbn 
invested with Mr Madoff, while 
the biggest single exposure 
appears to be Fairfield Green­
wich Group, a US asset manager 
which runs a $7.28bn fund 
managed by Mr Madoff. 

Two funds from Pioneer Invest­
ments, an arm of Italy's 
UniCredit, had "substantially all" 
of $835m invested with Madoff. 

Many hedge fund experts were 



said their plan conceded too 
much to big polluters. Page 9 

Shell's pension dip 
Investments in Royal Dutch 
Shell's Dutch pension fund 
have dropped 40 per cent since 
the start of the year and the 
scheme has fallen far short of 
the regulatory minimum 
requirement. Page 15 

'Hostile9 Schaeffler 
Schaeffler's takeover of 
German car-parts supplier 
Continental looked set to turn 
hostile after news it was 
prepared to back out of an 
investor deal. Page 21 

Russia recession fear 
Russia is facing a recession 
that could last more than two 
quarters, the deputy economy 
minister said, the first time a 
senior official has said the 
economy is contracting. Page 8 

China 3G movement 
China will issue licences for 
third-generation mobile 
telecoms services by the start 
of 2009 and expects this will 
generate Rmb200bn (£19.6bn) in 
investments from the groups, 
the regulator said. Page 21 

WTO talks stalemate 
The WTO has dropped plans to 
convene ministers to push for 
an outline deal in the ailing 
global trade talks, another 
blow to world leaders' promises 
to fight protectionism. Page 10 

Estate agents act 
Estate agents are learning 
from retailers with a Christmas 
sale in which as much as a 
third has been knocked off 
some homes to stimulate the 
stalling market. Page 15 

Tailed 9 German rescue 
Germany's banking rescue has 
failed and should be modified 
if damage to the economy is to 
be avoided, the MPs who 
oversee the €500bn (£449bn) of 
funds warned. Page 9 
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was ready to step in with funds 
intended to prop up the financial 
system to prevent the biggest 
industrial failure in US history. 

"Because Congress failed to 
act, we will stand ready to pre­
vent an imminent failure until 
Congress reconvenes and acts to 
address the long-term viability 
of the industry," the Treasury 
said. 

In Britain, ministers were con­
sidering extending a lifeline to 
Vauxhall, a GM subsidiary, after 
it offered staff at its Ellesmere 
Port plant in north-west England 
sabbaticals of up to nine months 
at 30 per cent of their salary. 

GM| America's largest domes­
tic carmaker, which employs 

the collapse of one or more oi 
Detroit companies, the Whi 
House indicated it had few other 
options. 

"A precipitous collapse of this 
industry would have a severe 
impact on our economy," said 
Dana Pe r ino , Whi te House 
spokeswoman. 

Car industry lobbyists said up 
to 3m jobs and lm pensioners 
could be affected by the collapse 
of the US domestic motor 
industry. 

Additional reporting by Michael 
Mackenzie in New York 

Crisis in Detroit, Pages 6&7 
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Santander cuts Competition watchdog to stand 
firm on sale of airports by BAA 

if 
Spanish bank Santander is to 
cut 1,900 jobs in the UK next 
year as it integrates the 
acquisitions that have made it 
one of the largest lenders in 
the country. The job losses, 
about 8 per cent of UK staff, 
come after Santander this year 
bought Alliance & Leicester and 
the branches and deposits of 
Bradford & Bingley, the failed 
mortgage lender, to add to its 
acquisition of Abbey. 

Report, Page 15 

Disposal of three sites 
set to be confirmed 

By Michael Peel and Kevin Done 

BAA, the embattled owner of 
Heathrow, faces a firesale of two 
of its leading British airports 
after failing to persuade competi­
tion investigators that disposing 
of Gatwick alone would curb its 
allegedly harmful dominance of 
the sector. 

The Competition Commission 
is next week due to reject lobby­
ing by the company against a 
plan to make it sell at least two 
of its three London airports and 
one of either Glasgow and Edin­
burgh, people familiar with the 
investigation say. 

The demands on BAA, which 
has already begun an auction of 
Gatwick, will put it on a collision 
course with the commission 
ahead of publication of the final 
results of the probe by March. 

The commission's latest 

inter im report will echo i ts 
earlier criticism of BAA - a sub­
sidiary of Ferrovial, the Spanish 
construction and infrastructure 
group - as dominating an airport 
network that has hurt airline and 
passenger interests. 

The watchdog will confirm its 
recommendation for BAA to sell 
the three airports in Scotland 
and London, where it also owns 
Stansted. The company is esti­
mated to enjoy 84 per cent of 
passenger traffic in Scotland and 
90 per cent in the south-east of 
England. 

The commission's proposed 
order would leave BAA with the 
unwelcome choice of launching 
an expensive appeal or else sell­
ing Bri t ish a i rpor ts jus t as 
passenger numbers fall steeply. 

The company said yesterday 
that overall passenger traffic at 
its seven British airports fell last 
month by 8.9 per cent year-on-
year, the biggest decline since 
just after the September 11 2001 
terrorist attacks. Numbers at 
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both Gatwick and Stansted fell 
more than 13 per cent. 

Ferrovial is seeking indicative 
bids for Gatwick by next month 
in an ambitious sales schedule 
that aims to bring the deal to an 
advanced stage before the com­
pany's room to manoeuvre can 
be curbed by the commission's 
final ruling. 

At least five consortia - which 
include infrastructure funds, 
pension funds and rival inter­
national airports - are consider­
ing bids in an auction tha t 
analysts say could raise £2bn. 

BAA has attacked the commis­
sion's plans as "flawed" and 
likely to create "uncertainty, 
delay and confusion at exactly 
the wrong time". The company 
has argued that the break-up 
proposal would undermine 
efforts to add more runway 
capacity in the highly congested 
south-east of England. 

Both BAA and the Competition 
Commission declined to 
comment. 
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Ms Horlick, dubbed "super-
woman" while running Societe 
Generale's asset manager, 
reported three funds amounting 
to 9.5 per cent, or about $25m, of 
her listed Bramdean Alternative* 
were invested with Mr MadofTs 
securities firm. Shares in Bram­
dean, in which property tycoon 
Vincent Tchenguiz is an anchor 
investor, tumbled more than a 
third to 423/4p. 

Man Group's RMF division has 
about $350m invested in funds 
which outsourced their manage­
ment to Madoff securities, 
although this is a tiny fraction of 
the division's $25bn of assets. 
Tremont, a large US fund of 

tancy Aksia, said in a client let­
ter there were a "host of red 
flags" which had led him to rec­
ommend avoiding the dozen or 
more funds linked to Mr Madoff. 

According to regulatory filing* 
in January, his investment advi­
sory business served between 11 
and 25 clients and had about 
$17.1bn in assets under manage­
ment. It was unclear yesterday 
whether the $50bn loss estimated 
by Mr Madoff was correct. 

Mr Madoff could face up to 20 
years in prison and a $5m fine on 
the securities fraud charge. 
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