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Business &3 Finance

Continental is trying to re-
structure bank loans to avert a
potential default, another sign
of trouble for the global auto
market. The tire maker is in
discussions with banks because
it could violate terms of loans
it used to buy the Siemens
VDO auto-electronics business
last year. Page 1

m Switzerland slashed its key
interest-rate target by a half per-
centage point to 0.5%. Page 2

m Sweden will support car
makers with a $3.43 billion pro-
gram, but repeated it won’t take
stakes in Saab or Volvo. Page 4

m Boeing is pushing back the
schedule of its 787 Dreamliner
program by about six months
on delays caused by a recent
strike and the need to replace
thousands of fasteners. Page 4

m U.S. securities filings show
several life-insurance firms
seeking a piece of the taxpayer-
funded $700 billion federal bail-
out pay little in income taxes
themselves. Page 17

m Crude oil jumped to $47.98 a
barrel, propelled by weakness
in the dollar and expectations
that OPEC will cut output signif-
icantly on Wednesday. Page 19

m U.S. stocks slid amid a sell-
off in the financial sector. Euro-
pean shares fell for the first
time in four days despite a re-
bound in the oil sector. Page 18

m Inditex posted a 2.2% rise for
the first nine months and sales
jumped 11% as shoppers
snapped up the retailer’s trendy,
yet inexpensive designs. Page 5

m P&G cut its fiscal second-
quarter sales view because of
the economic downturn, but re-
iterated its earnings forecast
for the quarter. Page 5

m Club Med returned to a

profit, but its underlying busi-
ness remains vulnerable to the
global economic slump. Page 6

m EU regulators charged sev-
eral makers of electricity-gener-
ation equipment with forming
a price-fixing cartel. Page 6

Markets 4 p.m. T

NET PCT
MARKET CLOSE CHG CHG
DJIA 8565.09 -196.33 -2.24
Nasdaq 1507.88 -57.60 -3.68
DJ Stoxx 600 203.79 -1.58 -0.77
FTSE 100 4388.69 +21.41 +0.49
DAX 4767.20 -37.68 -0.78
CAC 40 3306.13 -14.18 -0.43
Euro $1.3229+0.0241 +1.86
Nymex crude  $47.98 +4.46 +10.25

Money & Investing > Page 17

World-Wide

The U.S. recession may turn
out to be the longest and most
painful downturn since the
Great Depression, according to
economists in the latest Wall
Street Journal economic-fore-
casting survey. The 54 econo-
mists who participate in the sur-
vey, on average, forecast quar-
terly contractions in GDP for
the current quarter and the first
two periods of 2009. Page 1

m The U.K. agreed to hand over
suspected pirates to Kenya,
which is willing to prosecute pi-
rates captured off Somalia’s
coast. Meanwhile, the U.S. is push-
ing a U.N. resolution to bolster
Somalia’s government. Page 1

m Belgian police arrested 14 Is-
lamic militants, some with links
to Pakistani and Afghan radicals.
The sweep came hours before an
EU summit in Brussels. Page 10

m Pakistan took sweeping action
against the Islamic charity linked
to the militant group blamed for
the Mumbai attacks. Page 10

m A suicide bomber struck a res-
taurant in northern Iraq where
Kurdish officials were meeting
with Arab tribal leaders, killing
at least 55 people, police said.

m A suspected U.S. strike killed
at least six people on the Paki-
stan side of the Afghan border,
intelligence officials said.

m The Pentagon plans to de-
ploy two more combat brigades
to Afghanistan by next summer,
Gates said, accelerating the shift
of resources from Iraqg. Page 2

m Sweden is bucking Europe’s
immigration trend by opening
its labor market to foreign work-
ers of all skill levels without
quotas, despite a recession.

m Obama said he never spoke
with Illinois Gov. Blagojevich
about his vacant Senate seat, dis-
tancing himself from pay-for-play
allegations facing the governor.

H As Greece suffered its sixth
day of violence, angry youths
smashed shop windows and
clashed with police in protests in
Spain and Denmark, while cars
were set alight in France.

m Several ruling party officials
in Zimbabwe plan to launch a
breakaway party amid a deadly
cholera outbreak, putting further
pressure on Mugabe. Page 28

EDITORIALEOPINION
Greek fire

A feckless government stands
to the side as anarchists set
the country ablaze. Page 13
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U.S. economists predict
longest decline since ’30s

Recession will end
in June, survey says;
stimulus plan lauded

By PHIL 1zzo

The current U.S. recession may
turn out to be the longest and most
painful downturn since the Great De-
pression, according to economists
in the latest Wall Street Journal eco-
nomic-forecasting survey.

“For the household sector, this
will be the worst event we’ve had in
the post-World War II period,” said
Bruce Kasman of J.P. Morgan Chase
& Co.

The 54 economists who partici-
pate in the survey, on average, fore-
cast quarterly contractions in gross
domestic product for the current
quarter and the first two periods of
2009. The Commerce Department’s
preliminary estimate showed a 0.5%
decline in quarterly GDP for the
third quarter. If the economists’ pre-
dictions bear out, it would mark the
first time GDP has contracted in
four consecutive quarters during
the postwar period.

On average, economists expect
the downturn to conclude in June
2009. Last week, the National Bu-

Please turn to back page

Tire maker
Continental
battles debt

Continental AG, the big German
tire maker, is trying to restructure
its bank loans to avert a possible de-
fault, according to people familiar
with the matter, in the latest sign of
stress in the global auto market.

Continental is in preliminary
talks with its bankers because it
could breach terms of loans it took

By Dana Cimilluca in London
and Mike Esterl in Frankfurt

on in the €11 billion ($14.33 billion)
acquisition of Siemens AG’s VDO
auto-electronics business last year,
the people said. Continental’s earn-
ings, hit by a sharp decline in global
auto demand, could fall below a
level stipulated in the loan agree-
ment as early as March, one of the
people said.

Continental, which is being swal-
lowed by smaller German rival
Schaeffler Group, doesn’t expect to
have trouble winning new terms for
the loans and is willing to pay more
for them, the person said. The com-
pany is acting now because it wants
to negotiate from a stronger posi-
tion than it would be in if it waited,
the person said.

The talks underscore the difficul-
ties faced by companies world-

Please turn to page 27
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A man looks at job listings in San Francisco last week. U.S. employers slashed
533,000 jobs in November, the most in 34 years.

Nations work to extend
pursuits to catch pirates

By PAuULO PrADA
AND ALEX ROTH

In September, special forces in
the Royal Danish Navy intercepted
two Somali fishing boats in the Gulf
of Aden and arrested 10 suspected
pirates aboard.

But after holding the suspects for
six days in wooden cells aboard the
frigate HDMS Absalon, they let the
men go. The Danish government
wasn’t convinced it could convict
them, even though the men had been
found with assault weapons and hand-
written notebooks outlining how to
split spoils with warlords on land.

That doubt, shared by many
countries helping patrol the waters
connecting the Red Sea and Indian
Ocean, reflects a dilemma that is
turning one of the world’s most vital

shipping corridors into one of its
most dangerous. Though piracy is a
globally recognized crime, few gov-
ernments are willing to navigate the
legal and logistical barriers that im-
pede convicting seaborn bandits.

In an apparent acknowledge-
ment that the current piecemeal sys-
tem for prosecuting pirates isn’t
working, the U.K. agreed Thursday
to hand over captured suspected pi-
rates to Kenya, which has shown a
willingness to prosecute pirates cap-
tured off the shores of Somalia’s law-
less coast.

At the same time, the U.S. is circu-
lating a draft United Nations Secu-
rity Council resolution to bolster
the U.N.-backed Somali govern-
ment, which has been seeking assis-
tance, to chase Somali pirates from

Please turn to page 27
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(ates seeks Afghan effort

U.S. defense official
plans troop influx,

slams NATO, U.N.

BY YocHI J. DREAZEN

KANDAHAR, Afghanistan—U.S.
Defense Secretary Robert Gates said
the North Atlantic Treaty Organiza-
tion and the United Nations have
failed to provide enough resources
to Afghanistan.

Mr. Gates, wrapping up an unan-
nounced visit, said he hoped to de-
ploy two additional combat brigades
to Afghanistan by next summer, push-
ing the U.S. military presence here to
a high of about 49,000 troops.

He told U.S. troops here that
NATO members have resisted Ameri-
can entreaties for them to deploy
more forces to Afghanistan, leaving
the U.S. to “bear a disproportionate
part of this burden.”

“This is areal issue for NATO, for
the future,” he said. “NATO is a mili-
tary alliance—it’s not a talk shop.”

Mr. Gates also had harsh words
for the U.N., arguing that the world
body hadn’t provided its special en-
voy for Afghanistan, Kai Eide, with
“the resources—both people and
money—that he needs to do the job.”

The comments reflect the discon-
nect between the U.S. and its allies
over Afghanistan, which has taken a
turn for the worse in recent months.
U.S. and Afghan fatalities hit record
highs this year, and some remote
parts of the country are controlled
by the resurgent Taliban.

U.S. President-elect Barack
Obama—who will keep Mr. Gates on
as defense secretary—has said he
sees Afghanistan as a bigger priority
than Iraq and will adjust the human
and financial resources devoted to
the two conflicts accordingly. There
are about 34,000 U.S. troops in Af-
ghanistan. Mr. Obama has promised
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Defense Secretary Robert Gates said the U.S. aims to send two more combat
brigades to Afghanistan by summer, for a high of 49,000 troops in the country.

to raise that number quickly.
Senior U.S. commanders said the
U.S. will need to keep up its military
presence in Afghanistan for at least
the next three or four years. “We’ll
need a sustained commitment on
the part of international military
forces for the next few years,” said
Gen. David McKiernan, the top Amer-
ican commander in Afghanistan. He
declined to be more specific.
Within Europe, few govern-
ments see Afghanistan as a major na-
tional-security threat. NATO mem-
bers see few signs of progress in Af-
ghanistan and are wary of being
locked into a worsening and open-
ended conflict. Some European offi-
cials say the growing U.S. commit-

ment to Afghanistan has done little
to reverse the country’s downward
spiral or expand the reach of the em-
battled central government in
Kabul.

“NATO nations need a sense of
when this war will end, and Wash-
ington can’t or won’t provide one,” a
European diplomat said in an email.

There are 30,000 NATO troops in
Afghanistan, but only a small frac-
tion take part in combat against the
Taliban. The U.S. share will grow
even larger in the months ahead.
Gen. McKiernan has asked for four
new brigades, or roughly 20,000
troops, to combat the Taliban and
help speed the training of the Afghan
army and national police force.

By MARTIN GELNAR

ZURICH—Switzerland’s central
bank cut its key interest-rate target
by half a percentage point, effec-
tively embracing anear zero-rate pol-
icy to cushion the country against a
predicted recession in 2009.

Easing monetary policy a fourth
time since early October, the Swiss
National Bank set a new target of
0.50% for the three-month Swiss
franc London interbank offered rate.

That was close to the record low of
0.25% set in March 2003, and cur-
rently one of the world’s lowest inter-
est rates, apart from that of the Bank
of Japan, which stands at 0.3%. The
cut was in line with market expecta-
tions, but some economists described
the move as bold, given the already
low level of Swiss interest rates.

The SNB also warned that the
country’s economy, heavily geared
to the financial industry, will suffer

Swiss central bank adopts
a near zero-rate approach

due to the financial market crisis.
However, the country’s biggest
banks that have been battered by
the crisis—UBS AG and Credit
Suisse Group—should be able to
withstand further shocks, the SNB
said.

The central bank now expects
Switzerland’s gross domestic prod-
uct to contract between 0.5% to 1%
next year. The SNB also down-
graded its inflation projections, pre-
dicting the average rate will be at
0.9% in 2009 and 0.5% in 2010. Ob-
servers said the central bank has vir-
tually no room left to maneuver on
rates after recent cuts of two and a
quarter percentage points.

This means the SNB will likely re-
sort to so-called quantitative easing—
unusual monetary policy tools such
as intervention on the foreign ex-
change market or a purchase of secu-
rities from commercial banks, ex-
perts said.

CORRECTIONS & AMPLIFICATIONS

General Growth Properties
Inc.’s Columbia Town Center devel-
opment is located in Columbia, Md.
A News in Depth article Wednesday
incorrectly described its location as
Washington, D.C. A photo that ran
with the article showed a1958 event
marking the remodeling of founders
Martin and Matthew Bucksbaum’s
first shopping center in Cedar Rap-
ids, Iowa. A caption incorrectly
stated that the photo portrayed the
center’s 1954 grand opening.

The U.K.’s Civil Aviation Au-
thority proposed a plan that
would force BAA Ltd. to offer re-
bates to airlines if it fails to meet
certain standards. Penalties could
cost BAA as much as 7% of its reve-
nue from airport charges for pas-
senger flights at London’s Stan-
sted Airport. A headline on a Cor-
porate News article Wednesday in-
correctly said the rebates were
higher than expected; they
weren’t expected.
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Summit tests response to economic crisis

Leaders of China,
Japan, South Korea
plan to address woes

BY HIROKO TABUCHI

TOKYO—The leaders of Japan,
China and South Korea will meet
Saturday in a summit that will test
whether the rivals can put aside old
animosities to collectively address
the global economic crisis.

The response to the crisis will be
at the top of the agenda at the one-
day meeting, which was originally
planned in an effort to build rela-
tions, according to Japanese offi-
cials.

The summit in Fukuoka, Japan—
the first trilateral gathering for the
three countries—is likely to yield
vague promises to bolster their ex-
port-reliant economies, which are
all hurting from a slowdown in over-
seas markets. The nations’ leaders—
Japanese Prime Minister Taro Aso,
Chinese Premier Wen Jiabao and
South Korean President Lee Myung-
bak—are expected to issue a decla-
ration promising action, according
to Japanese officials.

Japan said it will prod China to
put some of its vast foreign-cur-
rency reserves toward propping up
the International Monetary Fund.
Tokyo last month pledged a loan of
$100 billion to the IMF to support
needy nations. With China’s econ-
omy quickly cooling, however,

Three-way summit
On the agenda in Fukuoka:

A solid response to the economic
crisis, including boosting
government spending

Possible expansion of currency
swap deals with South Korea to
support its flailing currency

Japan may urge China to tap its
foreign-currency reserves to
boost the IMF’s lending capacity
to needy nations

Agreement to hold a trilateral
summit every year

Other items: coordinated
disaster management, climate
change, aid to Africa

Source: WSJ reporting

Beijing may have its hands full man-
aging its own economy.

Japan is also prepared to dis-
cuss expanding a currency swap
deal with South Korea to support
the Korean won, said Kazuo
Kodama, press secretary at Japan’s
Foreign Ministry. The won has
weakened sharply against the dol-
lar and yen in recent weeks as for-
eign investors withdrew funds
from South Korea.

Japan could increase its swap
line with Seoul from the current
$13 billion worth of funds in yen
and dollars, Mr. Kodama said, with
China also possibly joining the ar-
rangement. That would allow
South Korea to support the won by
selling more dollars and yen for the
South Korean currency. Liu Jian-
chao, spokesman at China’s Minis-
try of Foreign Affairs, said the meet-
ing was “timely and very impor-
tant.” He said he hopes the three
countries can “jointly respond to
this financial crisis” but offered no
details on how they can cooperate.

The summit comes amid grow-
ing concern that Asian economies

are feeling the brunt of global tur-  viously met only on the side- Korearemain at oddsover over Tokyo’s relations with its
moil. China said Wednesday thatex-  lines oflarger international 5 a separate set of disputed neighbors. Mr. Koizumi’s succes-
ports and imports fell sharplyinNo-  summits. But old issues islands. sors have been eager to mend ties.
vember, raising concerns over its that have dogged relations Still, relations among The summit was conceived by Mr.
ability to buoy growth elsewhere. could get in the way of the three countries have Aso’s predecessor, Yasuo Fukuda,
Japan’s economy is already con-  greater cooperation. improved following years but he quit before the event took
tracting, and revised GDP figures re- On Monday, two Chi- of friction under former place.
leased Tuesday showed a sharper nese survey boats entered Japanese Prime Minister For Mr. Aso, the meeting will be
downturn than initially expected. waters surrounding islands Junichiro Koizumi, who an important opportunity to dem-
South Korea posted its weakest claimed by both Beijing and angered Beijing and Seoul  onstrate leadership. The Japanese
growth in four years in the third Tokyo in the East China g by praying at a war shrine  prime minister has seen his popu-
quarter, causing its central bank to  Sea, triggering a protest ! that honors Japan’s war larity ratings fall sharply after a re-

cut interest rates Thursday by one from Japan. Officials in Ja- Taro Aso dead. cent series of gaffes and policy flip-
percentage point to 3%. pan say Mr. Aso will de- _ Differences over how flops.

Ties have been warming among mand an explanation at the sum- Japanatones for its wartime atroci- —Jason Leow in Beijing
the three countries, which have pre- mit. Meanwhile, Japan and South tiesin Asiahave long cast a shadow contributed to this article.
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Freight haulers slam on the brakes

Expecting the weakest year in three decades, many carriers are scaling back by rail, road and sea

By COREY DADE
AND ALEX ROTH

In a normal year, Gordon Truck-
ing Inc. might replace 20% of its
fleet of 1,500 big rigs with new
trucks. But given the bleak outlook
for the freight business, the Pacific,
Wash., hauler doesn’t intend to buy
a single new truck next year.

“We’resettlinginfornuclear win-
ter in the first half of 2009,” says
Steve Gordon, operating chiefforthe
company, which hauls everything
from paper products to electronics.

He’s not alone. Some industry ex-
ecutives and analysts predict that
2009 could be the worst year for
freight-transportation volume in
three decades or more. As a result,
companies in industries ranging
from trucking to railroads to ocean
shipping are scaling back sharply.

Ocean freighters are docking ves-
sels and putting off delivery of new
ships. Rail-car production is ex-
pected to plummet as railroads put
box cars in storage rather than buy
new ones. And U.S. trucking compa-
nies are projected to buy just
101,000 tractor trailers next year,
down an estimated 22% from this
year and 64% from two years ago, ac-
cording to freight-transportation
forecaster FTR Associates.

Next year “is going to be the
worst year for transportation de-
mand in 30 years,” FTR economist
Noel Perry said in an industry con-
ference call last month.

The drop comes as weak con-
sumer spending has prompted retail-
ers and other businesses to delay or

Bloomberg News/Landov
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Amid the freight business’s gloomy outlook, rail-car production is expected to
decline as railroads put box cars in storage rather than purchase new ones.

reduce orders. As the carriers have
responded, their retrenchment al-
ready has reverberated across vari-
ous industries that heavily rely on
haulers to transport supplies and
raw materials, including U.S. auto
makers and home builders teetering
on the brink of collapse.

Business is so bad that FedEx
Corp. and United Parcel Service
Inc. canceled their annual predic-
tions of how many packages they
would handle in the peak shipping
days before Christmas. The couri-
ers, the world’s largest cargo airline
and the world’s biggest ground cou-
rier, respectively, are looked to by
economists and other analysts as ba-
rometers because they carry a com-

bined average of 22 million pack-
ages a day. “The economy is so un-
predictable that we’re just not com-
fortable making a prediction,” says
UPS spokesman Norman Black.
UPS, which reported a 9.9% de-
cline in third-quarter profit, expects
U.S. package volume in the current
quarter to fall 4% from a year ago.
FedEx on Monday substantially
cut its earnings outlook for the fis-
cal year ending May 31 and said it
would announce additional cost-
curbing plans when it reports quar-
terly results on Dec. 18. FedEx de-
clined to comment further.
Trucking company Con-Way Inc.
this week announced an 8% work-
force reduction inits freight division,

Dropping off

Freight carriers are scaling back,
expecting weak volume. U.S.
employment in select transportation
sectors, change from a year earlier
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Note: Not seasonally adjusted; Data for Oct. and
Nov. 2008 are preliminary.

Source: U.S. Labor Dept.

eliminating about 1,450 positions.

Across the trucking industry, vol-
ume fell 6.3% from July through Oc-
tober, when volume usually begins
to grow as retailers restock their in-
ventories ahead of the holiday sea-
son, according to the American
Trucking Associations. But not this
year. November remained weak. “It
doesn’t look like December’s any
better,” says Stifel Nicolaus & Co. an-
alyst John Larkin. “It could actually
be worse.”

Several truck manufacturers,
such as Daimler Trucks North Amer-
ica and Kenworth Trucking Co., are
closing facilities, severely cutting
back production or laying off em-

ployees.

At a Kenworth plant in Renton,
Wash., more than 400 employees
will lose their jobs when the com-
pany, a subsidiary of Paccar Inc.,
suspends making heavy-duty high-
way trucks at the plant next year, ac-
cording to Don Hursey of the ma-
chinists union, who says he has
been briefed on the plans.

The picture is similar on the
rails. Delivery of new railcars could
drop below 40,000 next year from a
projected 58,000 this year, accord-
ing to analyst Paul Bodnar of Long-
bow Research in Cleveland. U.S. rail-
road car-load volume dropped 10%
last month from a year earlier, the
biggest drop since the Association
of American Railroads began track-
ing such data in 1997.

For ocean shipping lines, the glo-
bal downturn is particularly brutal.
The lines have been slashing prices
in the face of plummeting demand.
The industry also is plagued by over-
capacity, as some carriers are tak-
ing delivery of new ships that were
ordered several years ago, when the
global economy was booming.
Greek ocean shipper DryShips Inc.
on Wednesday announced it was
canceling $400 million in orders for
four new dry-bulk vessels.

Not everyone in the freight-haul-
ing industry is quite so gloomy, how-
ever. Ray Kuntz, the chief executive
of Watkins Shepard Trucking Inc.,
says he expects business to improve
in the second half of 2009 for stron-
ger trucking firms that will pick up
business as weaker competitors
shut down.

Boeing 787 is delayed six months

By J. LYNN LUNSFORD
AND KERRY E. GRACE

Boeing Co. on Thursday said it is
pushingbacktheschedule ofitstrou-
bled 787 Dreamliner jet program by
about six months as it unravels de-
lays caused by a recent union-ma-
chinists strike and by thousands of
improperly installed fasteners on
the first few planes.

The company also announced a
number of management changes
aimedatimproving oversight of sup-
ply-chain and quality problems that
ledtodelaysonall of Boeing’sjet pro-
grams in recent months.

The additional delay on the 787,
which had been widely expected,
throws the high-profile program
roughly two years behind schedule.
Thecompanysaiditismovingtheair-
plane’s maiden flight to sometime in
the second quarter of 2009, with the
first delivery to launch customer All
NipponAirwaysoccurring sometime
“into the second quarter of 2010.”

The previous schedule had called
for the first flight to occur later this
month, withthefirst deliveriesinthe
third quarter of 2009. The company
saidit was still evaluating theimpact
of the delays on customers’ delivery
dates and onits earnings.

Aspart of amanagement shake-up,
Commercial Airplanes President
ScottCarsonpromotedtwoofthecom-
pany’s rising stars into new jobs that
could put either of themin the running
tosomeday succeed Mr. Carson.

Chief salesman Ray Conner will
now be in charge of supply-chain
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Boeing’s 787 Dreamliner program is
now about two years behind schedule.

management and operations for all
of the company’s jet programs. The
53-year-oldexecutivestartedasame-
chanic on the Boeing 727-jetliner as-
sembly line in 1977 and has held a
number of management roles since.
Pat Shanahan, 46, who was brought
infromthe company’s defenseunitin
2007 to take over the already trou-
bled 787 program, was elevated to a
new position that puts himin charge
ofall current productionand develop-
ment programs, including the 787.
Marlin Dailey, who leads Boeing’s
salesorganizationin Europe, willsuc-

ceed Mr. Conner as chief aircraft
salesman. Scott Fancher, who most
recently led Boeing’s missile-de-
fense business, will succeed Mr. Sha-
nahan as day-to-day manager of the
Dreamliner program.

Carolyn Corvi, who was previ-
ously in charge of the company’s air-
plane programs, elected to retire at
the end of the year, Boeing said. Ms.
Corvi, who has been at Boeing for 34
years,iswidelycreditedwithmodern-
izingBoeing’sassemblylinesbyadapt-
ing lean manufacturing techniques
usedin the automotive business.

In the company’s statement, Mr.
Shanahan said Boeing is “laser fo-
cused” onpreparing forthe Dreamlin-
er’s first flight.

Althoughthenewtimetablegives
Chicago-based Boeing some addi-
tional breathing room, it still con-
tains an aggressive plan to complete
U.S. Federal Aviation Administra-
tion certification tests in nine
months, shaving about three months
from a typical flight-test program.

Boeing spokeswoman Yvonne
Leach said the company has been in
contact with FAA officials and still be-
lieves such a feat is possible, although
it will require around-the-clock flying
involving 34 pilots and six airplanes.

A two-month strike by Boeing’s
union machinists, which ended last
month, shut down the company’s
commercial-airplane  production
lines. The company also said last
monthit had toreplace thousands of
improperly installed fasteners on
the first 787 Dreamliner jets before
they could be flown.

Sweden sets $3.43 billion

to bail out its auto sector

BY JOEL SHERWOOD

STOCKHOLM—The Swedish gov-
ernment announced 28 billion Swed-
ish kronor ($3.43 billion) of mea-
sures to help bail out the country’s
ailing auto industry, but the long-
term future of its two car producers,
Saab and Volvo, remains uncertain.

The government reiterated that
it won’t take stakes in Volvo and
Saab, which together employ some
20,000 people in Sweden. The crisis
in the sector has already cost thou-
sands of Swedish jobs in response to
a sharp downturn in demand for au-
tos and parts.

The parents of the car makers,
Ford Motor Co. and General Motors
Corp., have said they are consider-
ing a sale of the loss-making Swed-
ish subsidiaries as they try to scale
down to reduce losses and debt.

The U.S. government is putting
together an emergency funding
package for Ford, GM and Chrysler
LLC, estimated at $14 billion, in a
move to help the U.S. automakers
stave off bankruptcy. In return the
companies would be obliged to
come forward with a thorough re-
structuring plan.

Sweden hasn’t made demands in
exchange for its bailout. Detailing
the plan, Swedish Finance Minister
Anders Borg and Swedish Enter-
prise, Energy and Communications
Minister Maud Olofsson said state
credit guarantees would be made

available to companies, up to a maxi-
mum 20 billion kronor, to be used
for loans from the European Invest-
ment Bank to develop environmen-
tally friendly technology in the in-
dustry. The guarantees will be
pledged against adequate security
and with fees that reflect the mar-
ket under normal market condi-
tions, they said.

A further 3 billion kronor will be
used to establish a company run on
a commercial basis to undertake re-
search and development, and 5 bil-
lion kronor will be made available
“to enable financially weakened
companies to stay afloat for as long
as it takes to develop a restructur-
ing or liquidation plan,” the govern-
ment said.

The measures require authoriza-
tion from parliament. They will com-
ply with the European Commis-
sion’s guidelines on state aid and
will be granted against adequate se-
curity, the government said.

The package will apply to the
auto industry but not Sweden’s
huge truck-making industry.

“At first glance, the government
planlooks positive to us,” said Volvo
Cars spokeswoman Maria Bolin. She
said it is too early to tell if the
amount of support would be
enough.

Saab couldn’t immediately be
reached for comment.

—Adam Ewing and Anna Molin

contributed to this article.
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Inditex

Retailer’s earnings
rise; plans on track
to open more stores

BY CHRISTOPHER BJORK

MADRID—Inditex SA, most fa-
mous for its Zara clothing chain,
Thursday bucked the weakening
trend for European retailers by post-
ing higher profit and sales.

The Spain-based company re-
ported net profit of €843 million
($1.1 billion) for the first nine
months of its fiscal year, through
Oct. 31, up 2.2% from €825 million a
year earlier, as it opened more
stores world-wide and attracted fru-
gal shoppers with its trendy, yet inex-
pensive designs.

Retailers world-wide have cut
forecasts in recent months and re-
duced growth plans amid the eco-
nomic downturn. But Inditex—Eu-
rope’s largest fashion retailer by rev-
enue, ahead of Sweden’s Hennes &
Mauritz AB—said it plans to main-
tain growth next year, opening
roughly two stores a day, even while
cutting capital expenditure.

Inditex’s sales rose 11% to €7.35
billion from €6.63 billion. Operating
expenses jumped 15%, partly be-
cause of store openings.

The company, which has ex-
panded aggressively overseas in re-
cent years and is now present in 72
countries, has also recently rolled
out its new accessories-store con-

bucks the trend

As part of its expansion drive Inditex, which owns Zara stores such as the one
above, has rolled out a new accessories-store concept Uterque in big Spanish cities.

cept Uterque in big Spanish cities. It
opened 456 stores in the nine-month
period, 45 more than a year earlier,
and had 4,147 stores as of Oct. 31.
“We continue to see many
growth opportunities,” Chief Execu-
tive Pablo Isla said in a conference
call following the results. “There are
markets where we’re just beginning,
and there are markets which remain
very fragmented, where we’ve been
present for many years but where
our market share is very low.”
Sales from stores open for more
than two years, rose in the third

P& G reduces sales outlook
as consumer demand ebbs

By ANJALI CORDEIRO

Procter & Gamble Co. cut its
sales outlook for the current quar-
ter, noting that around the world dis-
tributors, retailers and consumers
are stocking up less amid the eco-
nomic downturn.

For its fiscal second quarter, the
U.S. consumer-products giant said
organic sales growth— which ex-
cludes the effect of acquisitions, di-
vestitures and currency fluctua-
tions—will fall short of the target of
4% 1o 6% that the company set in Oc-
tober. It said it hadn’t expected cus-
tomer inventories to fall as quickly
and sharply as they have.

At the same time, P&G reiterated
its earnings forecast for the quarter,
as well as for full fiscal-year profit
and sales.

In an investor presentation, the

Cincinnati-based company said the
strengthening dollar will dent sales
growth for both the quarter ending
this month and the full year.

P&G said many of its retailers and
suppliers are being hurt by tough
credit conditions, with the slow-
down being felt in both developed
and developing markets. The com-
pany said its markets around the
world are growing at 3%, about two
percentage points below growth
rates before the credit crisis began.

Jon Moeller, who will soon take
over as chief financial officer, said
P&G is seeing evidence consumers
are trading down from brand-names
to products sold under store labels.

Chief Executive A.G. Lafley said
the company is going through the
most difficult period of the credit
crisis but hopes “to see early signs
of recovery” next year.

U.S. retail sales fell in November

By PHIL 1zz0

November’s decline in U.S. retail
spending was bad even by recession-
ary standards, new data say.

Sales, excluding automobiles, de-
clined 5.5% from a year earlier to
$295.3 billion and fell 3% from Octo-
ber, according to Mastercard Inc.’s
SpendingPulse unit, which compiles
data based on credit-card purchases
as well as estimates for cash and
checks. Seasonally adjusted total re-
tail sales tumbled 4.4% from a year
earlier, SpendingPulse said.

“In the past few months, there
has been a dramatic pullback in

spending that is pretty pronounced,
even for a recession,” said Kamalesh
Rao, director of economic research
at SpendingPulse.

November sales were hurt by the
late Thanksgiving holiday as well as a
sharp drop in the price of gasoline. Ex-
cluding those factors, sales were off
by about 0.5% from the same month
last year, Mr. Rao estimated. He said
this fall’s pullback in spending flat-
tened out a bit in November, suggest-
ing it may be starting to stabilize.

America’s Research Group/UBS
said in its recent survey of 1,000 peo-
ple a record 40.1% said they plan to
spend less this holiday season.

quarter. Mr. Isla said Inditex is target-
ing such like-for-like sales to grow
next year, after reporting that busi-
nessin the first six weeks of its fiscal
fourth quarter showed “similar
growth patterns” to those of the
third quarter.

“We think this is a consequence
of animproved product offer by Zara
and a general trend of chains outper-
forming independents more during
aconsumer downturn,” said J.P. Mor-
gan analyst Richard B. Chamberlain.

Inditex shares rose 4.5% in
Madrid.

Tesco cuts prices to lure
Christmas shoppers

By LiLLY VITOROVICH

LONDON—The price war on the
U.K. high street escalated Thurs-
day as the nation’s biggest retailer,
Tesco PLC, announced a half-price
sale in an attempt to draw Christ-
mas bargain shoppers to its stores.

The sharp price cut comes as
general retailer Woolworths
Group PLC started store-closing
sales at its 800 outlets. Conditions
for retailers have worsened amid
the economic slowdown.

Tesco’s 50% off sale on 1,000
products—including food, drinks,
toys and gifts—kicks off Friday
and runs until Christmas. The com-
pany said the focus is on “gifts and
essentials for Christmas” because
its research suggests that custom-
ers are worried that if they shop
too soon they will miss out on dis-
counts.

“Customers are telling us that
they are delaying their main Christ-
mas purchases as they wait for bar-
gains,” Commercial Director Rich-
ard Brasher said.

The move follows months of
heavy promotional activity within
the U.K. grocery sector, which has
seen William Morrison Supermar-
kets PLC and Wal-Mart Stores
Inc.’s Asda Group Ltd. benefiting
as cash-strapped consumers seek
out less-expensive items.

Germany-based discounters
Lidl GmbH and Aldi Einkauf GmbH
are also increasing their grocery

market share, albeit from low
bases.

Department-store chains De-
benhams PLC, Marks & Spencer
Group PLC and House of Fraser
have also been offering sale dis-
counts of between 20% and 25%.
John Lewis has also cut prices.

Asda said Thursday that it
won’t be following suit. The gro-
cer’s chief executive, Andy Bond,
said promotional sales offering
20% to 25% off product prices
aren’t a good way for retailers to
expand business during an eco-
nomic downturn, and warned that
the moves could haunt them later.

A spokesman for J Sainsbury
PLC wouldn’t say whether it plans
ahalf-price sale, but noted that the
supermarket chain, the U.K.’s third
largest after Tesco and Asda, al-
ready has a number of promotions.

Morrison didn’t respond to que-
ries on whether it plans to follow
Tesco’s steep discounting.

A Tesco spokeswoman declined
to comment on how much the sale
will cost the retailing giant, but
said the impact won’t hurt the com-
pany’s suppliers.

Tesco, the world’s third-big-
gest retailer by sales after Wal-
Mart and France’s Carrefour SA,
has responded aggressively to at-
tacks in the U.K. from no-frills su-
permarket chains in recent
months by launching new initia-
tives, in particular expansion of its
low-cost Discounter brand.
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Club Med ekes out profit

Asset sales help avert
loss, but bookings
are down for winter

By MAX COLCHESTER

PARIS—French resort operator
Club Méditerranée SA returned to a
slim profit for the year ended Oct. 31
after a gain on the sale of some non-
core operations, but its underlying
business remained vulnerable to
the global economic slump.

Club Med swung to a net profit of
€2 million ($2.6 million) from a year-
earlier net loss of €8 million after it
sold 80% of its gym business and all
its Jet Tours travel-agency arm. Its
gain on the sale of discontinued op-
erations was €31 million.

Sales rose 5.7% to €1.49 billion
from €1.41 billion the previous year.

Analysts said that deteriorat-
ing economic conditions mean
that Club Med’s return to profit-
ability could be short-lived. In-
deed, the company would have
posted a loss for the year without
its asset sales. Club Med said win-
ter bookings this year are down
2.4% from last year.

“These figures are not as bad as
expected, but next year will be very
difficult,” said Matthias Desmarais,
an analyst at Exane BNP Paribas.

Recently Club Med has moved up-
scale in an attempt to attract wealth-

Back in black

French holiday group Club Méditerranée made a net profit of €2 million, after

a loss of €8 million in 2007

Net profit/loss=
In millions of euros

2004 05 ‘06 07 08

*Fiscal year ends Oct. 31

ier clients. It has invested more than
€1 billion over the past four years to
renovate 70 of its resorts and open
20 new ones. After several closures,
it now has 80 resorts world-wide.

Revenue per available bed, a key
indicator of profitability in the hotel
sector, rose 7.5% from the previous
year to €91.40. The group attracted
61,000 extra clients to its four- and
five-star hotels.

To counter the economic slump,
Club Med Chief Executive Henri Gis-
card D’Estaing is cutting costs. The
renovation of two of the company’s
resorts has been put on hold, reduc-
ing planned expenditure by €40 mil-
lion. A number of two- or three-star

52-week share performance
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resorts will close during periods of
bad weather when demand is low.

The group also announced a plan
to save €31 million in 2009. This in-
cludes reducing investment in mar-
keting and laying off staff. “We
would have liked another year to
consolidate the move upscale,” Mr.
Giscard D’Estaing said during a
meeting with analysts. “But we are
ready to confront the crisis.”

Mr. Giscard D’Estaing remains
upbeat about Club Med’s position,
saying that wealthier clients are
less likely to stop going on holiday
during the economic crisis. The com-
pany also hopes next year to attract
clients with a new loyalty card.

ABB, others face antitrust charge

A WSJ NEws Rounpup

BRUSSELS—European Union an-
titrust regulators said Thursday
they charged several makers of elec-
tricity-generation equipment with
forming a price-fixing cartel.

The EU didn’t name the power-
transformer makers it had charged
but said the companies would be
able to defend themselves in writ-
ing and at a hearing before the EU
decides whether to fine them.

The charges come in the form of a
“statement of objections,” which
opens up the European Commis-
sion’s formal investigation into the
companies and lays out the concerns
of the European antitrust enforcers.

Siemens AG of Germany, ABB
Ltd. of Switzerland, Areva SA of
France and Toshiba Corp. of Japan
all said they received the charges.

ABB said the charge sheet

formed part of an investigation in
the power-transformer sector for
which the commission conducted
raids at an ABB unit in Germany in
February 2007. ABB said it has a
zero-tolerance policy for employees
who break the law or behave unethi-
cally.

Areva said it is examining the
charges and will cooperate fully. A
Toshiba spokesman said the com-
pany had received the charge sheet
and will study it before deciding
how to respond. Siemens confirmed
it was among those charged but had
no further comment.

Power transformers are used to
control the voltage in electrical cir-
cuits and are important components
in transmission and distribution net-
works. They are bought by major
power-generation and transmission
companies—so higher prices may

raise costs and contribute to more
expensive electricity prices for
households and companies.

EU cartel fines can cost a com-
pany as much as 10% of its global rev-
enue for each year it is deemed to
have broken antitrust rules, poten-
tially hundreds of millions of dollars.

Officials raided several power-
transformer firms in France, Germany
and Austria in February 2007. Sie-
mens acknowledged at the time that
its business was under investigation.

Siemens said last year it sus-
pended three employees suspected
of colluding with rivals on the Ger-
man market in 2001 to 2003. It said
this happened before it bought the
Power Transmission and Distribu-
tion Group and VA Tech EBG units in
2005. But Siemens said the behavior
became known only as a result of
the antitrust raids.

Lilly to post loss amid merger costs

BY KERRY E. GRACE
AND PETER LOFTUS

Eli Lilly & Co. said it will post anet
lossfortheyearamidmorethan$4 bil-
lion in fourth-quarter charges for its
acquisition of ImClone Systems.

The U.S. pharmaceutical com-
pany forecast little sales growth for
2009, but cited progress in cutting
drug-development costs and said it
may follow Merck & Co. into the field
of so-called follow-on biologics.

Lilly, which reiterated its 2008
profit outlook excluding the charges,
expects “robust” growthinsalesvol-
umeagainin2009fromdrugsinclud-
ing Cymbalta and Cialis and the ex-
pectedlaunch of prasugrel. The com-
panyisstillintalkswiththe U.S.Food
and Drug Administration on getting

approvalfortheanticlottingdrug, co-
developed with Daiichi Sankyo. It
had hoped for approval by year end.

The company expects 2009 sales
growth to be in only the low-single
digits on a percentage basis because
of the stronger dollar. Analysts sur-
veyedby ThomsonReuterswerepre-
dicting growth of 7% to $22 billion.

Marginsareexpectedtorise “sub-
stantially” next year, driven by the
strengthening dollar, particularly in
the first half, the company said, inan
annual presentation to analysts.

The company projected 2009
earnings, excluding dilution from
the sharesissued for purchasing Im-
Clone, of $4.35 to $4.55 a share. The
dilution is expected to hurt profit by
30centsto35centsashare. The com-
pany still expects the deal, which

closed in November, to begin adding
to earnings around 2012.

For this year, the company said it
now expectsaloss of $1.56 to $2.06 a
share, reflecting ImClone-related
charges of $4.05 to $4.50 a share.

Lilly said it is halfway to meeting
its goal of cutting the cost of bring-
ing a new drug to market to $800 mil-
lion by 2010 from $1.2 billion in 2007.
Drug makers face patent expirations
for blockbusters, and have been look-
ing to cut costs because their pipe-
lines generally aren’t seen as being
able to recoup the revenue losses
caused by generic competition.

Steven Paul, Lilly’s research
chief, said the company would con-
sider entering follow-on biologics,
essentially generic versions of lead-
ing branded biotechnology drugs.

Alcatel-Lucent chief
to detail recovery plan

BY JETHRO MULLEN

PARIS—Alcatel-Lucent SA’s new
chief executive, Ben Verwaayen,
will Friday explain his strategy for
steering the telecommunications-
equipment maker to profitability
while at the same time aiming to mo-
tivate workers anxious about poten-
tial job cuts.

Mr. Verwaayen faces the chal-
lenge of winning over investors to a
company whose stock has fallen
63% in value so far this year, with-
out demoralizing a work force from
which Alcatel-Lucent is already
slashing 16,500 employees.

“It’s not true that we’re a belea-
guered company,” Mr. Verwaayen
said last week at an event showcas-
ing the company’s research
projects.

To add substance to those
words, he will give details Friday on
how he plans to find more cost sav-
ings, ditch underperforming prod-
ucts and free up resources for the de-
velopment of next-generation tech-
nologies.

The former BT Group PLC chief
executive will need to unveil solid
plans to convince investors that Al-
catel-Lucent can fulfill the promise
of its 2006 merger and become a
profitable rival to the likes of Swe-
den’s Telefon AB L.M. Ericsson, U.S.
networking titan Cisco Systems
Inc. and Chinese gear maker Hua-
wei Technologies Co.

His task is made harder
by tenacious competition in
a telecommunications-
equipment market set to
shrink next year as the eco-
nomic slowdown makes op-
erators more cautious
about investing in net-
works.

Rival Nokia Siemens Net-
works, the joint venture of
Nokia Corp. and Siemens
AG, recently said it expects
the market for mobile infrastruc-
ture, fixed infrastructure and re-
lated services to fall 5% or more in
euro terms next year from 2008 lev-
els.

Mr. Verwaayen has put profitabil-
ity and cash generation among his
chief priorities. The company’s cash
balance looks set to improve now
that it is in talks to sell its 20.8%
stake in defense-electronics com-
pany Thales SA to aerospace group
Dassault Aviation SA.

Some of the estimated €1.5 bil-
lion ($1.95 billion) in proceeds from
that sale could be used to pay down
part of the company’s debt, or to
fund potential restructuring pro-
grams associated with trimming the
company’s broad product range.

The strategy will be carried out
by a senior management team
whose structure Mr. Verwaayen has
already significantly reshaped,
bringing in a new chief financial of-
ficer and three new regional bosses.

While Mr. Verwaayen has sought
to move the focus away from job
cuts, his use of words like “stream-
lining” and “eliminating duplica-
tion” have left employees anxious.

“We still fear that this strategic
announcement may be accompa-
nied by a plan to further cut staff,”
said Hervé Lassalle, a spokesman
for the CFDT union at Alcatel-Lu-
cent in France.

Analysts, on the other hand, are
looking for more job cuts to improve
profitability, despite Mr. Verwaay-
en’s assertion that headcount is a
“silly” way to measure success.

Ben Veaayen

DAILY SHARE PRICE PERFORMANCE

Alcatel-Lucent
Thursday’s close: €1.85, down 2.4%

Ben Verwaayen
becomes CEO

2006 '07 ‘08
Source: Thomson Reuters Datastream

RBC Capital Markets analyst
Mark Sue on Wednesday upgraded
his rating on Alcatel-Lucent stock to
“sector perform” from “underper-
form,” saying he believes the group
may cut about 5% of its global work
force, on top of the 16,500 previ-
ously targeted.

The company hasn’t disclosed
the annualized cost savings it has
made from existing restructuring
measures, as some of those savings
have been passed on to customers.

Mr. Verwaayen is also expected
to prune the company’s varied prod-
uct portfolio, though few analysts
expect big disposals. Alcatel-Lucent
has repeatedly reiterated
its commitment to its wire-
less division, the root
cause of most of its losses
in recent quarters.

That includes its profit-
able but declining CDMA,
or Code Division Multiple
Acccess, business. The
shriveling market for the
CDMA mobile-phone tech-
nology has already helped
to bring Alcatel-Lucent’s
Canadian rival Nortel Net-
works Corp. to its knees.

Wherever possible cuts fall, Mr.
Verwaayen’s plans Friday are ex-
pected to provide a clean break
from the previous era of former
Chief Executive Patricia Russo and
Chairman Serge Tchuruk, the archi-
tects of the merger of Paris-based Al-
catel SA and Murray Hill, N.J.-based
Lucent Technologies Inc., who were
both closely tied to the company’s
existing activities and products.
The company hasn’t made a profit
since.

“Ithinkitis alot easier for himto
take perhaps a harsher decision be-
cause he doesn’t necessarily have
the legacy” that the previous man-
agement had, said Alcatel-Lucent’s
head of investor relations, Remi
Thomas, at an investor conference
last month.

Corporate News

Lighter load

The economic downturn
takes its toll on freight
transporters > Page 4
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Lukoil’s net rises
40% on refining

and expensive oil

BY JACOB GRONHOLT-PEDERSEN

MOSCOW—O0AO Lukoil Hold-
ings reported a 40% surge in third-
quarter net profit on higher refining
margins and oil prices, but failed to
give afirm steer on its capital-expen-
diture plans for next year amid
sharply falling prices.

Lukoil, which is Russia’s second-
biggest oil producer after state-con-
trolled OAO Rosneft and is
20%-owned by U.S. oil major Cono-
coPhillips, said net profit climbed
to $3.47 billion from $2.48 billion in
the year-earlier period.

Revenue rose 52% to $32.56 bil-
lion, lifted by a 55% jump in the oil

OAO Lukoil Holdings

Net profit, in billions of dollars

1 20 3Q 4Q 1@ 2Q 3Q
2007 08

Source: the company

price from a year earlier, despite
crude production remaining virtu-
ally flat. Analysts said the results
were expected, adding that inves-
tors will be looking out for any indi-
cation of possible cuts in capital
spending next year.

“Crude oil prices are now close
to the level at which development of
many oil fields becomes unprofit-
able,” Lukoil said in a statement. “If
the trend lasts, a concern over a
shortage of hydrocarbon supply
may appear.”

U.K. oil major BP PLC’s Russian
joint venture TNK-BP Ltd., for in-
stance, said Thursday it will cut its
capital spending program next
year by a third. Lukoil has said it ex-
pects capital spending for next
year to total $9.7 billion, although
that could be cut if oil prices fall
further. In October, the company
said next year’s spending could fall
to $5.1 billion.

Some analysts doubt Lukoil will
be able to keep capital spending at
$9.7 billion. “They’d have to find fi-
nancing somewhere, because I don’t
believe they’ll be able to make
enough money next year to fund a
capex program like that,” said Ar-
tyom Konchin, an analyst at Uni-
Credit investment bank in Moscow.

A person familiar with the mat-
ter said last month that Lukoil is in-
terested in buying as much as 30%
of Spanish oil company Repsol YPF
SA. Lukoil has so far declined to com-
ment on the deal.

Wednesday, Russia’s Energy Min-
ister Sergey Shmatko said the gov-
ernment would offer “political sup-
port” should Lukoil decide to bid for
Repsol. Analysts, however, doubt
Lukoil would be able to finance such
a deal amid tight liquidity on finan-
cial market.

Separately, the TNK-BP board
meeting where the capital spending
decrease was decided failed to
name a successor to Chief Executive
Robert Dudley, who left the com-
pany Dec. 1.

GLOBAL BUSINESS BRIEFS

OAO Magnitogorsk

Net profit increases 66%

amid strong steel prices

0AO Magnitogorsk Iron & Steel
Works on Thursday posted a 66%
rise in third-quarter net profit,
thanks to record-high steel prices
this past summer. The company
said the price of hot-rolled steel
coils was about 50% higher in the
third quarter than a year earlier,
driving net profit up to $667 million
from $402 million a year earlier.
Sales rose 64% to $3.53 billion. How-
ever, since late September, steel
prices have collapsed, reversing
most of the gains made over the pre-
vious year. The company said it ex-
pects full-year revenue to increase
27% to $10.4 billion, but warned
that the average price for its steel
products is likely to decline by
about 40% to $670 a ton. Seven days
after the third quarter ended, Magni-
togorsk reduced its October rolled-
steel production schedule by 15%.

Outokumpu Oyj

Finnish stainless-steel maker
Outokumpu Oyj warned Thursday
that it will post a fourth-quarter
loss because of poor demand for
stainless steel and said that it will
lay off personnel and postpone in-
vestments. Markets “deteriorated
much faster than anticipated,” the
company said, adding that it ex-
pects no improvement in 2009. Out-
okumpu plans to lay off 450 workers
in Sweden and an unspecified num-
ber world-wide. The company said
it now expects to record a loss of
€50 million ($65 million) for its
fourth quarter, compared with an
earlier forecast of a “slightly posi-
tive” result. It also plans to slash
2009 investments by 65% to €300
million. Outokumpu employs 8,700
people in some 30 countries.

UPM-Kymmene Oyj

Finish paper maker UPM-
Kymmene Oyj said it won’t meet its
fourth-quarter earnings targets as
markets continue to weaken. Thurs-
day’s announcement sent the com-
pany’s stock down 8.6% to €9.53
($12.41) in Helsinki trading. In Octo-
ber, the world’s largest producer of
magazine paper by revenue had al-
ready warned that paper demand
was likely to fall. At the time, Chief
Executive Jussi Pesonen said he ex-
pected fourth-quarter operating
profit, excluding special items and
change in the fair value of biological
assets, to be about the same as last
year’s €142 million ($185 million).
UPM said it will change shift ar-
rangements, enforce temporary lay-
offs and manage capacity in an ef-
fort to counter the effect of deliver-
ies falling more than expected in the
coming months.

Anheuser-Busch InBev

Anheuser-Busch InBev said in-
vestors had bought all the €6.4 bil-
lion ($8.34 billion) in new shares it
issued to pay for the takeover that
made it the world’s largest brewer
last month. The share sale will help
pay off a $9.8 billion short-term
loan that funded InBev’s $52 billion
acquisition of Anheuser-Busch.
The company had postponed the
share issue, which was initially
scheduled for October, amid vola-
tile stock markets. It was finally
launched on Nov. 24. The company
said 99.58% of the 986 million new
shares had been bought at €6.45 a
share, a more than 50% discount to
Tuesday’s closing of €14.68 on the
Brussels stock exchange. The re-
maining shares were sold to institu-
tional investors on Thursday.

Fraport AG

German airport operator Fraport
AG said Thursday it saw a steep de-
cline in passengers at its main air-
port in November as the economic
slump affected travel. The Frankfurt-
based company that runs Frankfurt
Airport—continental Europe’s sec-
ond-largest by passengers after
Paris Charles de Gaulle—said Novem-
ber passenger levels fell 7% from a
year earlier to 3.9 million. Fraport
said that in the January to November
period, passenger levels at Frankfurt
Airport fell 1% to 49.7 million. The
company said air-freight tonnage
through the airport also fell by 8.2%
for the month of November. Fraport
said most of its other majority-
owned airports recorded growth in
November. Bulgarian airports Varna
and Burgas saw increases of 19% in-
crease and 38%, respectively.

Qantas Airways Ltd.

The Australian competition regu-
lator said Qantas Airways Ltd. and
British Airways PLC have been
fined 20 million Australian dollars
or about US$13 million, and A$5 mil-
lion, respectively, for price-fixing ac-
tivity relating to fuel surcharges
across their freight operations be-
tween 2002 and 2006. The Austra-
lian Competition and Consumer
Commission said in separate state-
ments that the fines have been or-
dered by the Federal Court in Syd-
ney for part of the global cartel activ-
ities both airlines have admitted
they participated in alongside other
international airlines. The regulator
said the Federal Court also made or-
dersrestraining both airlines, which
are in merger talks, from engaging
in similar conduct for three years.

Big Yellow Group PLC

David Ross, the co-founder of
Carphone Warehouse Group PLC,
hasresigned as a director of Big Yel-
low Group PLC, the self-storage com-
pany said Thursday. It was the third
directorship Mr. Ross has given up
during the past week, after his dis-
closure that he had pledged millions
of shares in four companies as collat-
eral for private loans without notify-
ing fellow directors, as required by
stock-exchange rules. He also has re-
signed from the board of the London
Organizing Committee for the 2012
Olympic Games. Earlier, Mr. Ross
left his post as nonexecutive deputy
chairman of Carphone Warehouse
and his chairmanship of National Ex-
press Group PLC. Mr. Ross, who
wasn’t available for comment, re-
mains a director of Cosalt PLC, ama-
rine-safety company.

Dell Inc.

European Union regulators said
Thursday they would investigate Po-
land’s €52.7 million ($68.7 million)
subsidy to computer maker Dell Inc.,
because they doubt the U.S. compa-
ny’s new Polish plant needed a state
subsidy. EU rules allow governments
togive moneyto businesses operating
in disadvantaged parts of Europe. The
EU conceded that Lodz, Poland’s third-
largest city, has an abnormally low
standard ofliving and high unemploy-
ment. But regulators said they would
look carefully at the payment—which
covers more than a quarter of the
€189.58 million cost of the factory—to
make sure it doesn’t enrich Dell or
help it make more of a product that
isn’t selling. The factory aims to em-
ploy 3,000 people turning out desk-
tops, notebooks and servers, includ-
ing Latitude and Inspiron models.

—Compiled from staff
and wire service reports.

THE MRt

509% OWNERSHIP FOR SALE

1991 Falcon 900B, S/N 104

NE USA Based
Int’l Ops Ready

Exceptionally Maintained

Contact Chuck Mulle,

615-316-3781

2001 Sikorsky S76C+

Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200

Moving Map, Artex 406 MHZ ELT, Excellent

Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

BUSINESS OPPORTUNITIES

Green Marina

Located at world class SE-USA
Vacation destination, conversion to equity
club. Cash flow positive with a superior ROI.

For package information contact:

marineinvestments@yahoo.com

BUSINESSES FOR SALE

SMALL FINANCE AND
LEASING COMPANY
in Switzerland’s most tax friendly environment
is for sale due to owner’s retirement.
Inquiries to be sent to info@plf.ch or
pfrey@hydromat.com
or call +41(0)4172972 25
or fax +41(0)41729 72 26.

BUSINESS OPPORTUNITIES

ACCOUNTANTS
CFO’S, CONTROLLERS
WORRIED ABOUT YOUR FUTURE?
Build a recession proof, profitable business,

your own accounting & tax practice. This is not
a franchise. provides marketing training,
processing and software.

Plus we guarantee $300,000 in annualized

billings in 24 months.

1-888-New Clients
1-888-639-2543

300kguarantee.com

$250K POTENTIAL

ANNUAL EARNINGS
for a 25K investment; MMC® since 1991 is a
marketing company that specializes in raising
“cash” for Healthcare, Golf Courses & Health
Clubs. For info email:

chuckthompsonmmc(@aol.com
or Call: 1-877-620-8135

Trade Name For Sale

Century old residntl/contract furniture brand name.
Includes catalogs, designs including Viking
0Oak, trademarks for Romweber and Viking Oak,
customer lists and other intellectual property.
Box BZ171, Wall Street Journal
545 E. John Carpenter Fwy. #400,
Irving, TX 75062

AVIATION INSURANCE
BROKERAGE

28 Year History
Clients in 35 States
Owner will Train

Ideal Business Brokers
251-455-1428

MACHINERY & EQUIPMENT

HIGH SPEED OFFICE COPIER

Brand New $30K.
Several units left from
never opened Copy center.

$3,995/delivered

352-257-3600
TOLL FREE 877-736-5091
www.copierinfo.biz

MARKETING SERVICES

Imagilas _

Notice of Fair Solicitation for
advertisers wishing to reach moving
consumers and catalog customers. These
opportunities include advertising in U.S.
Postal Service change of address
products including the Mover’s Guide™,
Mover’s Guide Online™ and Welcome
Kit™. These products provide vital
information and savings to moving
households. If interested in advertising in
Imagitas products,

Call 1-800-794-8510.

For additional information go to
www.imagitas.com

Save 60% First/Business

Major Airlines. Corp. Travel
www.cookamerican.travel

MAKE GREAT
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IN EUROPE.
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o e An American vel
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Ex-president’s advice to Obama: act fast

Jimmy Carter says new administration needs to harness the benefits of a crisis mentality to tame energy policy

By NEIL KING JR.

ATLANTA—AImost three de-
cades later, Jimmy Carter recalls viv-
idly what it was like trying to get
Americans to turn down their ther-
mostats and kick the oil habit.

“It was like gnawing on a rock,”
the former president says.

Now President-elect Barack
Obama is heading to Washington
with a set of energy goals as ambi-
tious as Mr. Carter’s back in 1976. He
promises to free the country from
“the tyranny of foreign oil” and to
save “our planet for our children.”
He’s calling for a “spirit of service
and sacrifice,” and promoting hy-
brid cars and wind and solar power.

But Mr. Obama must now cham-
pion his $150 billion energy plans in
the face of a sinking economy and
oil prices that have fallen 70% since
their record mid-summer high.
Forces like these have killed at least
four similar presidential efforts in
the past. Already, falling energy
prices and the credit crisis are lay-
ing waste to scores of alternative-en-
ergy projects, from huge wind farms
in Texas to biodiesel plants in Mr.
Carter’s home state of Georgia.

Mr. Carter offers Mr. Obama this
advice: Try to inspire Amer-
icans to see the virtue in
making energy sacrifices, a
notoriously tough sell, espe-
cially in the face of falling
prices. Get energy legisla-
tion to Congress quickly,
during the presidential hon-
eymoon. And stick with it.

“I think he can prevail if
he does it early and witha /2
great deal of dedication #¢
and enthusiasm—and with
tenacity,” Mr. Carter says in
an interview.

Historyisn’ttiltedin Mr. Obama’s
favor. Presidents all the way back to
Richard Nixon—whose “Project Inde-
pendence” promised to make Amer-
ica independent from foreign oil by

Jimmy Carter
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Despite Carter’s efforts to conserve, domestic energy use (measured in quadrillions of British thermal units)
has increased, fed primarily by petroleum imports.
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1980—were thwarted by short atten-
tion spans, other urgent problems
and gyrations in the energy market.
President Gerald Ford set a similar
target for 1985.

Today, as in the Carter era, Amer-
icans remain by far the
world’s biggest per-capita
consumers of oil. About
70% of it is imported, com-
pared with just over a third
in 1981.

“It’sa sad characteristic
of our society that energyis-
sues get no political atten-
tion until prices run up,”
says James Schlesinger,
Mr. Carter’s—infact, Amer-
ica’s—first energy secre-
tary and a veteran of multi-
ple energy crises. Then, as soon as
prices fall, everything “goes back to
normal.”

Plunging oil prices are now send-
ing gasoline to its cheapest level in
decades, when adjusted for infla-

NG

tion. But Mr. Obama insists he will
stick to his guns, telling “60 Min-
utes” in an interview soon after the
election that he intends to break the
pattern that has the country moving
perpetually “from shock to trance”
as prices soar and then tumble.

“That has to be broken,” he said.
“Now is the time to break it.”

His allies in Congress also insist
that this time will be different. It’s
“nowatopnational-security and eco-
nomicissue,” says Rep. Edward Mar-
key, a Massachusetts Democrat who
is chairman of the new select com-
mittee on energy independence and
global warming. “I don’t think there
will be any return to the old days.”

Mr. Carter says he had a key ad-
vantage over Mr. Obama—a na-
tional sense that something had to
be done: “The energy crisis that Iin-
herited was in many ways much
more serious than it is now.”

When he took office in 1977,
Americans were still traumatized

Imports

Pet.roleum O{her

from the gas lines and soaring
prices of the 1973-74 Arab oil em-
bargo, in which Saudi Arabia and
other countries stopped selling
crude oil to the U.S. in retaliation for
U.S. support for Israel.

Then, Americans were hit with
the second energy trauma of the de-
cade, the 1979 Iranian revolution
and ensuing regional violence,
which sent oil prices to new highs.

Perhaps no other president
staked more of his credibility on try-
ing to wean the U.S. off foreign oil.

Just two weeks into his presi-
dency, Mr. Carter gave his famous
“fireside chat” on energy. Clad in a
yellow cardigan that now hangs in
his presidential museum, he called
on Americans to save energy by low-
ering their thermostats to 65 de-
grees during the day. Two months
later, he called the energy crisis “the
moral equivalent of war.”

Later, in his most politically
costly address dubbed by critics the

“malaise speech,” Mr. Carter an-
nounced a massive program to
boost solar power and make syn-
thetic fuel from coal. He vowed the
U.S. would never again import more
oil than it did in 1977.

But in that 1979 speech, he also
described a nation gripped by a “cri-
sis of the American spirit.” Mr. Cart-
er’s foes seized on the gloomy lan-
guage and said the president was
blaming Americans for his own tra-
vails.

Mr. Carter concedes that his bat-
tles over energy policy cost him po-
litical support. “It sapped away a
substantial portion of my domestic
influence to harp on this unpleasant
subject for four solid years,” he
says.

And yet, energy activists say
that the Carter administration laid
the groundwork for many of today’s
efforts to slash consumption and to
develop renewable fuels, from
biodiesel to wind and solar.

Mr. Carter created the Energy De-
partment, pushed through the first
efficiency standards for appliances,
and installed 32 solar-energy panels
on the White House roof—predict-
ing at the time that they would ei-
ther blaze the way toward a new en-
ergy future, or become “a museum
piece.” As part of roof repairs, Presi-
dent Reagan later removed the solar
panels, two of which are indeed en-
sconced in the Carter museum.

The Carter administration
poured $8.4 billion into energy re-
search and development in 1979,
twice as much, in inflation-adjusted
dollars, as the $4.2 billion spent in
2007. The decades since the seven-
ties weren’t kind to these efforts.

“We call the 1980s and 1990s the
Valley of Death,” says Randy
Swisher, president of the Washing-
ton-based American Wind Energy
Association. “Investments weren’t
made, technologies evolved slowly,
and the government offered very lit-
tle support.”

Economy, oil prices cloud agenda for Obama energy team

By NEIL KING JR.
AND STEPHEN POWER

WASHINGTON—U.S. President-
elect Barack Obama and his energy
team could face the most inauspicious
climate in years for pushing ahead
with their plans to remake U.S. energy
strategy.

Mr. Obama plans soon to intro-
duce his new energy and environment
team, which will include Nobel Prize-
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winning physicist Steven Chu as en-
ergy secretary and former Environ-
mental Protection Agency administra-
tor Carol Browner as White House en-
ergy adviser.

The team’s makeup shows that Mr.
Obama plans to put a heavy emphasis
on combating climate change and pro-
moting technologies to wean the U.S.
off imported oil.

But the next administration will
face arange of obstacles on the energy
front,fromplummeting oil pricesanda
declining economy to potential rifts
evenamong his own advisers.

No U.S. president has made signifi-
cant headway altering America’s en-
ergy habits during a period of falling
oil prices. After hitting an all-time
peak this summer, U.S. gasoline prices
have sunk to their lowest level in
years. Experts predict prices will re-
main weak until the world economy
begins to revive.

Falling prices and scarce credit al-
ready are putting the lid on hundreds
of alternative-energy projects across
the country, from wind farms to bio-
fuel refineries.

“There’s no way we can create a
better future without the price of en-
ergy going up,” said Jay Hakes, who

headed the Energy Information Ad-
ministration under President Bill Clin-
ton. “But it’s tough for a politician to
get up and say, ‘Your prices are going
to have to go up.” ”

Mr. Obama has dismissed the idea
of boosting the federal gasoline tax, a
move energy experts say could be the
single most effective step to promote
alternative energies and temper de-
mand. Mr. Obama said Sunday that a
heightened gas tax would be a “mis-
take” because it would put “addi-
tional burdens on American families
right now.”

Few members of Congress sup-
port increasing the federal gasoline
tax, and the last effort to impose a
new energy tax—under Mr. Clinton in
1993—fell apart in Congress.

But one person who supports are-
vived effort is Mr. Chu, Mr. Obama’s ex-
pectednomineeasenergy secretary.In
aninterviewwith The Wall Street Jour-
nalin September, Mr. Chu, who directs
the Lawrence Berkeley National Labo-
ratory in California, said he favored
gradually ramping up gasoline taxes
over 15 years to coax consumers into
buying more-efficient cars and living
inneighborhoods closer to work.

Thefederal governmentalso should

impose higher efficiency standards for
buildings and electronics, Mr. Chu said,
adding that a big misconceptionis that
“ifyouwent toanenergy-efficient econ-
omy, you will kill the economy. That is
just demonstrably not true.”

Ms. Browner, meanwhile, has been
a critic of proposals to loosen restric-
tions on oil and natural gas drilling in
the outer continental shelf, arguing
that such moves would do little to re-
duce U.S. dependence on foreign oil
and risk damaging U.S. coastlines. Her
views on that issue put her sharply to
the left of Mr. Obama’s nominee for na-
tional-security adviser, retired Ma-
rine Corps Gen. James Jones, who sup-
ports expanded offshore drilling.

Ms. Browner’s background and
public comments also indicate she
will push energy policy in ways that
stir opposition from auto makers,
coal-fired utilities and other indus-
tries. She has called publicly for let-
ting the EPA reconsider whether
greenhouse gases “endanger” health
or welfare—the legal trigger for regu-
lating them under the Clean Air Act—
and for completing rules that would
attempt to measure the greenhouse-
gas emissions of renewable fuels like
corn ethanol. Both of those undertak-

ings have engendered fierce opposi-
tion from major businesses.

The next administration also will
have towrestle with the government’s
unwieldy energy bureaucracy, which
critics say has stymied effective poli-
cies. Mr. Chu is poised to take over an
agencythat, despiteitsname, haslittle
power to set energy strategy, and
whosebudgetforresearchanddevelop-
ment has become increasingly bal-
kanized. The agency’s budget for re-
searchinrenewable, fossiland nuclear
energy has fallen sharply over the
years—from a peak of about $6 billion
during the Carter administration to
$1.4 billion in 2008—and much of its
funding is tied up in projects ear-
marked by members of Congress for
theirhomestates,accordingtoareport
published in September by Securing
America’s Future Energy, a Washing-
ton-based nonprofit.

“Contrarytowhat everyonethinks,
there’sverylittletheDepartmentofEn-
ergy can do to affect the types of fuel
the country uses or the amounts they
use,” said Paul Portney, former presi-
dent of Resources for the Future, a
Washington think tank.

—Ian Talley
contributed to this article.
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Volcker on ‘car czar’ list

White House, Obama
to coordinate on pick
to oversee Big Three

By JOHN D. MCKINNON

WASHINGTON—White House of-
ficials will coordinate closely with
the incoming Obama administra-
tion in choosing a new “car czar” to
oversee the restructuring of the Big
Three U.S. auto makers, if Congress
passes a bailout plan.

The U.S. House of Representa-
tives on Wednesday approved a res-
cue of the nation’s Big Three auto
makers, sending the plan to the Sen-
ate. But resistance from Republi-
cans threatened the initiative.

Meanwhile, pressure grew in
Congress for former Federal Re-
serve Chairman Paul Volcker to take
the job. The president would ap-
point the czar under proposed legis-
lation circulated by Democratic lead-
ers Wednesday.

People close to the White House
said discussions with the Obama
camp on the post already are well un-
der way, in perhaps the clearest sign
of how the next administrationis be-
coming involved with the daily man-
agement of government.

Given that President-elect
Barack Obama will take office onJan.
20, “we want to make sure that how-
ever we proceed, it’s consistent with
the president-elect’s view on how
that canbe most effective,” Joel Kap-
lan, the White House deputy chief of
staff, told reporters. “It will be under
their administration that this deci-

sionwill ultimately get made.”

Membersof Congresshavebeenin-
creasinglylookingtoMr.Volckersince
House Speaker Nancy Pelosi floated
his name recently. A spokesman for
Speaker Pelosi said Mr. Volcker is
someone “acceptable to both sides.”

One person close to Mr. Volcker
said that with enough persuasion
Mr. Volcker would “proba-
bly do it,” though so far he
hasn’t been contacted and
would prefer not to take on
sucharole.

Mr. Volcker, 81 years
old, has emerged as an im-
portant economic adviser
to the president-elect and
is already set to become an
administration adviser.

The White House’s Mr.
Kaplan spoke favorably of
Mr. Volcker when asked
about his potential candidacy. “Obvi-
ously, Paul Volcker is a person of tre-
mendous stature and gravitas,” he
said. “But I have no reason to be-
lieve that there’s been any decisions
about who the person would be.”

Close coordination between the
White House and the Obama transi-
tionteam onthe car-czarjob likely will
helpstrengthentheofficial’shandinre-
structuringtheindustry. Someobserv-
ers had previously expected that a
Bush-appointed czar would write the
rules for restructuring, while an
Obama appointee would implement
themjustweekslater—ascenariowith
the potential to create confusion.

The coordination between the
Bush and Obama camps also ap-
peared to encourage the White
House to seek to strengthen criteria
that the car companies would have

Paul Volcker

to meet to qualify for federal help.

In many respects, the czar would
function as abankruptcyjudge, ham-
mering out a deal that spreads the
painofrestructuringamongthe com-
panies’ managers, unions, retirees,
suppliers, creditors and others. Un-
dertheproposedlegislation, the czar
would be able to use the threat of ac-
tual bankruptcy as one of
severalweaponstoforcethe
partiesinto reaching a deal.

The car czar would be re-
quired to submit to Congress
his or her own plan for re-
structuring, which could in-
clude a formal trip to bank-
ruptcy court, according to
the proposed legislation.

The Big Three didn’t
voice any immediate oppo-
sition to a Volcker pick. A
person familiar with the
matter at General Motors Corp. said
Mr. Volcker’s name didn’t raise any
significant protest at GM.

Several industry experts said the
car czar should have industry experi-
ence, given how quickly the Big Three
mustmovetodemonstratetheirviabil-
ity. Measures to evaluate the progress
oftheautomakerswillbesetbythecar
czar by Jan. 1, according to the pro-
posed bill. The companies’ progress
would be evaluated after 45 days, and
then they would be required to submit
their own progress reports no later
than March 31to the car czar.

The need for experience could
strengthen the chances of Mr. Vol-
cker,whoasFedchairmanwasaprin-
cipal government participant in the
Chrysler Corp. bailout of the 1970s.

—Matthew Dolan
contributed to this article.

Joy gives way to shame in Chicago

BY JANET ADAMY
AND TiMOTHY W. MARTIN

CHICAGO—The pride that has
been surging through this city since
Barack Obama’s presidential victory
last month is showing signs of deflat-
ing now that political corruption has
returned to center stage in Illinois.

To many residents, the arrest of
Gov. Rod Blagojevich for, among
other things, allegedly trying to sell
the president-elect’s vacated Senate
seat marked an end to the political
glow the city has been basking in.

“It was as if Chicago politics had
turned a corner and this was a new
day,” said Sean Kennedy, former
president of a student Democrat or-
ganization at Loyola University
here. “All of a sudden, we get pulled
backinto reality, and realize nothing
in Chicago has changed that much.”

The popular comedy theater Sec-
ond City is scrambling to rewrite a
script anchored around celebratory
Obama themes to include “darker
material” about Gov. Blagojevich’s
arrest, said Second City Vice Presi-
dent Kelly Leonard. One of the city’s
street musicians, who typically
chants about Chicago’s sports
teams, was instead shouting out his
dislike for the governor as he per-
formed on a bridge Tuesday.

Some residents are worried that
the whiff of corruption coming from
the state capital in Springfield could
interfere with the city’s bid for the
2016 Olympic Games, and slow the
flow of accolades heaped on Chicago
since joyous scenes from Grant Park
on election night appeared on televi-
sion screens around the world. A
spokesman for Chicago’s bid com-
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The arrest of lllinois Gov. Rod Blagojevich has tarnished what had been Chicago’s
political glow after last month’s election victory by Barack Obama.

mittee said the committee doesn’t
think the allegations will hurt.

“I think there was a sense that
Chicago was in the process of becom-
ing another kind of place,” said Rus-
sell Lewis, chief historian for the Chi-
cago History Museum. Now, “people
feel embarrassed.”

“You’d be hard pressed to find a
state that has experienced the po-
litical highs and lows that Illinois
has over the last four weeks,” said
State Rep. John Fritchey.

At Manny’s Coffee Shop & Deli,
where Mr. Obama recently visited
and Gov. Blagojevich signed a mini-
mum-wage bill in 2003, the recent
buzz was replaced by sadness, said
owner Ken Raskin. “It was just peo-
ple shaking their head,” he said.

“I thought a politician was sup-
posed to be a respectful person,” said
Greg Martino, a 24-year-old construc-
tion worker while eating lunch at the
Billy Goat Tavern just below Michi-
gan Avenue. “But when his quotes are
blankety-blank—that’s how I talk.”

Some residents say Chicago
shouldn’t be tarred by the mess be-
cause the state capital is 300 kilome-
ters away in Springfield, even if Gov.
Blagojevich spends a lot of time
working from Chicago.

The world stage may not make the
same distinction. A headline in the
Times of London Wednesday pro-
claimed: “Graft rules ‘kickback city.” ”

—David Kesmodel
and Scott Kilman
contributed to this article.
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Illinois scandal isn’t the one
that hits Obama closest to home

T CERTAINLY didn’t take long

for scandal to rear its ugly
head in the new era of Demo-
cratic control. Illinois Gov. Rod
Blagojevich saw to that, and in
spectacular fashion.

But while most attention is
fixed on the Blagojevich scandal—
coming as it does in President-
elect Barack Obama’s home state
and replete as it is with enough
tape-recorded talk of peddling a
Senate seat, shaking down con-
tributors and blackmailing jour-
nalists to make even FBI agents
blush—it may not be the most
troublesome one for the new
president.

His more vexing problem
could turn out to be that other,
quieter scandal dogging Demo-
crats. That’s the one involving
Rep. Charles Rangel, head of the
House Ways and Means Commit-
tee.

Rep. Rangel is being investi-
gated by the House Ethics Com-
mittee for failing to pay
taxes on $75,000 in in-
come on a vacation home
in the Dominican Repub-
lic, for controlling multi-
ple rent-controlled apart-
ments in a New York
apartment building, for
using congressional sta-
tionery to raise money
for a center named in his
honor and, most recently
and seriously, for helping
a donor to his center win
a tax loophole in return
for a contribution.

Rep. Rangel has repeatedly
and vociferously denied any
wrongdoing, and he actually
sought the Ethics Committee in-
quiry initially to clear his name.

Without doubt, the
Blagojevich scandal is more auda-
cious, and, because it involves
the filling of Mr. Obama’s own
Senate seat, might seem more
potentially damaging to the new
president. More broadly, it’s pos-
sibly a sign that Illinois could be-
come to President Obama what
Arkansas was to President Bill
Clinton: a source of continuing
political headaches back home.

ET IN MANY ways, the very

fact that Gov. Blagojevich’s
behavior seems so over the top
makes it easier for Mr. Obama to
deal with it. He can simply ask,
as he has, that the governor quit
and go away. It helps the Obama
cause enormously, of course,
that Gov. Blagojevich is on tape
cursing the president-elect’s
team for failing to go along with
his pay-to-play scheme for filling
the Senate seat, and that U.S. At-
torney Patrick Fitzgerald virtu-
ally cleared the Obama team in
his public remarks on the case.

More than that, whatever ties
Gov. Blagojevich and his cohorts
may have had to Mr. Obama in
the past, they will have little to
do with his future in Washing-
ton.

Not so Rep. Rangel. For Mr.
Obama, the Blagojevich investiga-
tion and prosecution soon will
be something going on back
home. The Rangel drama will
play out right in the president-
elect’s new front yard. And while
Gov. Blagojevich has little to say
about the fate of the Obama leg-
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islative agenda, Rep. Rangel has
a lot to say about that as long as
he runs the Ways and Means
Committee, wellspring of both
tax and health legislation.

“A huge amount of the high-
priority agenda of the Obama ad-
ministration will work its way
through the Ways and Means
Committee,” says Thomas Mann,
a congressional scholar at the
Brookings Institution. “Not hav-
ing a strong chairman is clearly
a liability.”

House Speaker Nancy Pelosi
had hoped the Rangel inquiry
could play out quickly, by Jan. 3.
And the Ethics Committee
seemed on course to do exactly
that, until the latest allegations
surfaced. Those regard the tax
loophole worked out for a donor
to the Charles B. Rangel Center
for Public Service at the City Col-
lege of New York.

When that issue arose in a re-
port in the New York Times in
recent days, the Demo-
cratic hope of an Ethics
Committee resolution
by the first week of the
new year went up in
> smoke. Democratic
aides now say the in-
quiry could last through
January. At its conclu-
sion, the Ethics Commit-
tee will report back to
the full House on what
it has found and make
its recommendation,
which could range from
suggesting no action, to a cen-
sure of the congressman, to a
call for expulsion.

EANTIME, DEMOCRATS in

the House sense that Re-
publican blood lust is running
high on the Rangel front. After
enduring years of their own con-
gressional scandal embarrass-
ments, Republicans are delighted
to see the shoe on the other
foot.

In fact, Republicans seem to
be trying to clear away their
own scandal detritus as they pre-
pare for this new era. Alaska
Rep. Don Young, under investiga-
tion in a corruption probe in his
home state, has been pushed out
as the senior Republican on the
Natural Resources Committee.
Democrats note, though, that Re-
publicans haven’t taken a similar
step with Rep. Jerry Lewis of Cal-
ifornia, the senior Republican on
the House Appropriations Com-
mittee, who is under investiga-
tion for ties to a lobbyist whose
clients have benefited from gov-
ernment contracts.

The betting among House
Democrats is that Rep. Rangel
will survive. Mr. Mann of Brook-
ings agrees: Unless the Ethics
Committee report is scathing,
“since Rangel is widely liked and
respected, he’d probably survive
and carry on.”

In any case, Mr. Mann notes,
House leaders, including Speaker
Pelosi, will have a big say in
pushing the Obama legislative
agenda regardless of who runs
which committee. Still, Rep. Ran-
gel figures to have a lot more to
do with Mr. Obama’s new life in
Washington than will Gov.
Blagojevich.
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Belgians arrest fourteen

Police say they feared
an imminent attack;
radical Islamist ties

By JoHN W. MILLER

BRUSSELS—Belgian police, fear-
ing an imminent terrorist attack, ar-
rested 14 Islamist militants, some
with links to radicals in Pakistan
and Afghanistan, prosecutors al-
leged. One detainee is suspected of
plotting a suicide attack.

The arrests, following months of
surveillance, came hours before the
start of a two-day European Union
summit of the 27 leaders. They high-
lighted Europe’s continued attrac-
tiveness as a shelter for radical Is-
lamists, with authorities saying the
group’s behavior resembled that of
others detained or being monitored
in Europe.

Belgian police said the approach
of the summit “left the investigat-
ing judges and the [Belgian] federal
prosecutors no choice but to inter-
vene today.” Having learned a sui-
cide attack was planned, but with-
out knowing where, they said it
“could have been an operation in Pa-
kistan or Afghanistan, but it can’t be
ruled out that Belgium or Europe
were the possible target.” The al-
leged would-be suicide bomber,
who wasn’t named, had recorded a
confessional goodbye video and
told family members to leave Eu-
rope, police said.

The operation’s 250 police offic-
ers found no bombs or guns during
raids on 16 sites in Brussels and one
in Liege, a city near the German bor-
der. A senior Belgian police official
said that the absence of weapons sug-
gested an attack on the summit was
unlikely. But he said that Belgium

wanted to make a strong gesture that
it was tough on terrorism, noting
that the timing of the arrests was “po-
litical, even if the threat was real.”

Among those detained were Ma-
lika el Aroud, widow of one of the
men believed to have assassinated
Afghan Northern Alliance com-
mander Ahmad Shah Massoud days
before the Sept. 11, 2001, attacks on
the U.S., and her current husband,
Moez Garsalloui. Police called him
the ringleader of the suspected plot.
Ms. Aroud, a Belgian of Moroccan or-
igin, is a prominent blogger who sup-
ports radical Islam. She writes in
French under the screen name
“Oum Obeyda.”

Three of the detainees allegedly
trained and fought recently with Is-
lamic militants in the tribal areas on
the border of Afghanistan and Paki-
stan, according to a person familiar
with the investigation. “We can’t la-
bel who they were with,” said the
person. “We can say they were radi-
cals and they were dangerous.”

The other 11 detained Thursday
were involved in booking plane
trips, renting cars and making other
arrangements, authorities said.

They said those arrested in-
cluded some who were among a
group briefly detained a year ago
over an alleged plot to rescue al-
leged terrorist Nizar Trabelsi from
prison. Mr. Trabelsi, a Tunisian who
moved to Europe in 1989 to play pro-
fessional football, was arrested two
days after the Sept. 11 attacks and
found guilty of planning a car-bomb
attack on a U.S. military base in Bel-
gium. He confessed to meeting
Osama bin Laden in Afghanistan
and volunteering as a suicide
bomber, authorities said.

Prosecutors lacked the evidence
to gain a conviction against the
group and dropped the charges
against them.

Belgium’s separate Wallonian
and Flemish administrative regimes
and language groups and its lax im-
migrationlaws make the country dif-
ficult to police, and it has acquired a
reputation among diplomats and
terrorism experts as a haven for rad-
icals. Belgian law makes it easy for
foreigners to gain asylum and even
to earn a monthly stipend.

Anunusually high number of ter-
ror suspects have held Belgian pass-
ports. Two days before Sept. 11, Ms.
Aroud’s former husband and an-
other man, posing as reporters for
“Arab News International” blew
themselves up in a suicide attack
that killed Mr. Massoud—a fierce op-
ponent of the Talibam regime in
Kabul. They had traveled to Afghani-
stan on stolen Belgian passports.

Alleged “shoe-bomber” Richard
Reid once bought a fake passport
near the Brussels south station. Mr.
Reid was convicted of trying to blow
up a U.S.-bound airliner in 2001 with
explosives hidden inside his shoe. In
2005, Muriel Degauque, a white con-
vert to Islam from the Belgian city of
Charleroi, blew herself up in Iraq in
a plot orchestrated in Brussels.

However, Belgian police have
cracked down in recent years, infil-
trating groups and making numer-
ous arrests, say analysts.

Nonetheless, the latest arrests
highlight Europe’s continuing
struggle with Islamist extremism.
“The threat to Europe is real every
day,” said Claude Moniquet, direc-
tor of Brussels-based European
Strategic Intelligence and Secu-
rity Centre. More than 1,000 peo-
ple with links to Islamist terror-
ism have been arrested in Europe
since 2001, according to ESISC
data. On Tuesday, Lebanese na-
tional Youssef Muhammad el-
Hajdib was sentenced in Germany
to life in prison for carrying two
suitcase bombs aboard a train in
Cologne, Germany, in 2006.

U.S., U.A.E. near nuclear accord

By JAy SOLOMON

WASHINGTON—The Bush admin-
istration plansto signanuclear-coop-
eration agreement with the United
Arab Emirates within the next few
weeks, according to a senior U.S. offi-
cial, angering congressional critics
who say the deal could fuel prolifera-
tion across the Middle East.

The move could place President-
elect Barack Obama in a political
tight spot with a key Middle East
ally by forcing him to decide
whether to push Congress to ratify
the agreement. The president-elect
has yet to take a formal position on
the U.A.E. deal.

The Bush administration has
championed the nuclear agreement
with the U.A.E. as a model for pro-
moting peaceful nuclear energy
while guarding against weapons pro-
liferation.

Rep. Ileana Ros-Lehtinen of Flor-
ida, the ranking Republican in the
House Foreign Affairs Committee,
introduced legislation this week
that would make Congress’s ap-
proval conditional on the next presi-
dent certifying that the U.A.E. has
taken extensive measures to cut off
the flow of financing and sensitive
technologies into Iran.

Iran is the U.A.E.’s largest trading
partner, and Tehran has hundreds of
billions of dollars of investments in
Dubai, the Emirates’ financial capital.

Rep. Brad Sherman of California,
the Democratic chairman of a House
committee on nonproliferation, said
in a statement that the agreement
“should not be submitted to Con-
gress until, at a minimum, the U.A.E.
has addressed the critical issues of
transshipments and diversion of sen-
sitive technologies to Iran.”

The UAE says its nuclear-power
program will have extensive safe-
guardstoprotect against nuclear ma-
terials being diverted. It has pledged
to purchase nuclear fuel for its reac-
tors on the open market, rather than
developing the fuel domestically. It
saysit would store nuclear waste ex-
ternally. Also, the U.A.E. has agreed
toallowmonitoring and snapinspec-
tions by the United Nations’ Interna-
tional Atomic Energy Agency.

In recent months, the U.A.E.
signed agreements with two Ameri-
can engineering companies—Tho-
rium Power Ltd. of Virginia and
CH2M Hill of Colorado—to oversee
the development of its nuclear-
power program. The U.A.E. has also
hired a 30-year veteran of the U.S.
Nuclear Regulatory Commission,
William Travers, to help run the
U.A.E’s nuclear regulatory body.

The U.S. believes the U.A.E. deal
could isolate Iran, which has
clashed with U.N. inspectors and is
attempting to create an indigenous
nuclear-fuel program. U.S. and Euro-
pean officials believe Iran is intent

on diverting nuclear fuel for mili-
tary purposes, something Tehran de-
nies.

“This is areal counterexample to
what Iran is doing,” said the senior
U.S. official on Thursday about the
U.A.E. deal. “We’re seeking commit-
ments from nations within the Mid-
dle East that they’re going to rely on
the markets for nuclear fuel.”

The Bush administration is devel-
oping nuclear-cooperation agree-
ments with the governments of
Saudi Arabia, Jordan and Bahrain.
These pacts require Washington to
share nuclear fuel, technologies and
know-how on the condition that the
countries commit to abiding by the
Nuclear Nonproliferation Treaty
and IAEA safeguards.

The U.A.E. sits on some of the
world’s largest energy reserves, but
its leaders say the country’s natural-
gas resources are inadequate to
match skyrocketing energy de-
mand. The U.A.E. says it needs to
generate 40,000 megawatts of elec-
tricity by 2020, but has the gas for
only 20,000-25,000 megawatts of
power generation by that time.

“We have determined that nu-
clear energy is an option the U.A.E.
cannot afford to ignore,” said Ha-
mad Ali Al Ka’abi, the head of the
U.A.E.s nuclear program, in an inter-
view earlier this year.

—Margaret Coker in Abu Dhabi

contributed to this article.

Pakistan arrests leaders
of Lashkar parent group

Pakistan took sweeping action
on Thursday against the Islamic
charity linked to the militant group
blamed for the Mumbai attacks, ar-
resting the charity organization’s
leaders and closing its offices a day
after the United Nations declared it
a terror front.

Hours before Islamabad began
moving against Jamaat-ud-Dawa,

By Matthew Rosenberg and
Zahid Hussain in Islamabad,
Pakistan, and Jackie Range
in New Delhi

India’s leaders stepped up their
calls for action against the group,
and Prime Minister Manmohan
Singh described Pakistan as “the epi-
center of terrorism.”

Apologizing to the people of In-
dia for not preventing the three-day
siege of Mumbai, which left
171 people dead, Mr. Singh
told Parliament that “India
has exercised restraint so
far, but we cannot be satis-
fied with mere assurances
on [an] end to terror ema-
nating from Pakistan.”

Under pressure from
the U.S. and India, Pakistan
began its crackdown Sun-
day, arresting at least 20
people in raids on camps
run by Lashkar-e-Taiba,
the group blamed by New
Delhi and Washington for the at-
tacks. But Thursday’s effort to shut
down Jamaat, widely considered to
be Lashkar’s parent organization,
represented a marked escalation of
the campaign. Pakistani officials
said they feared the crackdown
could provoke both a political back-
lash and violent protests.

“The risk, I tell you what it is:
street power. Because the religious
parties and the extremists are join-
ing hands, we are already seeing
that,” said Interior Minister Reh-
man Malik in an interview on Thurs-
day. “The risk is violence too.”

Jamaat has a broad base of sup-
port in Punjab, Pakistan’s most pop-
ulous province, and it provides
schooling and other social services
in hundreds of destitute villages
throughout the country. Its leader,
Hafiz Mohammed Saeed, is a na-
tional figure; hundreds of thou-
sands turn out to hear his speeches
urging Muslims to take up jihad
against India, the U.S. and other
Western powers.

But Mr. Malik said his govern-
ment would abide by Wednesday’s
U.N. Security Council decision to
place financial sanctions on Jamaat
and four members of Lashkar, includ-
ing Mr. Saeed, one of its founders.

Mr. Malik and other officials said
they, too, wanted to dismantle Lash-
kar—and by extension Jamaat. They
link Lashkar to al Qaeda and the Tali-
ban, which are fighting Pakistani
forces along the country’s western
border with Afghanistan and have
been blamed for deadly suicide
bombings in Pakistan’s major cities.

“We are with the international
community, we are with India be-
cause India has suffered like we
have suffered, we have a common en-
emy,” Mr. Malik said.

Pakistani authorities moved in
on Jamaat as dusk fell on Thursday,
shutting down its offices in major
cities and arresting at least four of
its members, including Mr. Saeed, in
Lahore, officials said. Pakistan’s cen-
tral bank ordered the group’s assets
frozen, the Associated Press re-

Palaniappan
Chidambaram

ported. It was unclear what, if any,
action had been taken against
Jamaat’s sprawling campus south
of Lahore, where the group runs an
Islamic university.

Earlier Thursday, Mr. Saeed de-
nied that the charity had any links
to terrorism. “If India or the U.S. has
any proof against Jamaat-ud-Dawa,
we are ready to stand in any court.
We do not beg, we demand justice,”
he told reporters in Lahore.

The crackdown on Jamaat could
also represent a step in the efforts of
Pakistan’s 11-month-old civilian gov-
ernment to gain control over the
country’s powerful military and intel-
ligence establishment, which experts
say was once Lashkar’s main patron.

Lashkar rose to prominence in
the 1990s, fighting Indian forces in
divided Kashmir, the predominately
Muslim Himalayan region at the cen-
ter of India and Pakistan’s ri-
valry. It has since begun tar-
geting India’s major cities.

It was banned in 2002
at Washington’s behest,
and Mr. Saeed was placed
under house arrest. But
Jamaat was founded
shortly afterward, Mr.
Saeed spent only a few
months in detention, and
Lashkar has continued to
operate openly in some
places, especially in Paki-
stan’s part of Kashmir.

New Delhi is well aware of the his-
tory, and Indian officials have said
in recent days that they will need
proof it won’t be repeated.

Still, Indian Foreign Minister
Pranab Mukherjee told Parliament
on Thursday that “attacking Paki-
stan [is] not a solution.” Instead, In-
dia is working to build international
pressure on Pakistan.

In addition to anger at Pakistan,
the Mumbai attacks have created
public pressure on Indian leaders to
improve security. The country’s
new home minister, Palaniappan
Chidambaram, told lawmakers that
several bills would be introduced to
strengthen legal provisions relating
to the “prevention, investigation,
prosecution and punishment of ter-
rorist acts,” including setting up a
national investigation agency.

He also said India would create a
coastal command to supervise mari-
time security. The nation has 7,500
kilometers of coastline; the Mumbai
attackers came by sea.

India’s intelligence gathering
needs to become more effective, the
home minister said. Commando
units from India’s armed forces are
being stationed around the country,
and counterinsurgency schools will
be set up across India to train state
police commando units, he said.

Much depends on the govern-
ment’s ability to follow through.
“This needs to be quantified and
needs to be implemented, only then
are we going to see anything worth-
while,” said Ajay Sahni of the South
Asia Terrorism Portal, a New Delhi-
based research group.

Also on Thursday, India’s Com-
merce and Industry Minister Kamal
Nath said the government will un-
veil next week more fiscal steps to
stimulate the economy. On Sunday,
the government said it will increase
spending for the current fiscal year
ending in March by $4.1 billion,
bringing expenditures to a total of
$60 billion for the four months end-
ing in March.

—Vibhuti Agarwal in New Delhi

contributed to this article.





